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REPORT OF 
THE L.OCAL FI~ANCE ENQUIRY ~OMMITTEE 

CHAPI'ER I 

APPOINTMENT AND TERMS OF REFERENCE OF THE C~MMITTEE 

A conference of Provincial Local Self-Government Ministers was held at. 
New Delhi on the Cth and 7th August, 1948 under the Chairmanship of the
Honourable :Minister of Health, to consider various matters relating to local 
bodies in the Country. The co~ference. was ina.ugu.rat.ed by the Honourable the
Prime Minister. In the course of his address, he·sa.id :-

"Local Self-Government is, and must be, the basis 
of any true system of democracy. We have got rather 
into the habit of thinking of democracy at the top and 
not so much below. Democracy at the top will.not be· a 
success unless it is built on this foundation from below."' 

It is obvious that no system of local self-Government can be success Un• 
Jess it is provided with adequate finance. · 

In his presidential address to the Provincial Lacal Bodies Conference at. 
Sura.t in 1935, the (Honourable) Sa.rdar Valla.bhbha.i Patel, (who was Chairman or 
the Ahmedabad Municipality) said:- · . 

"It is being said that the franchise of the electorate 
has been enlarged and the local bJdies have been given 
very wide powers. True, I accept it. But what good 
would come out of it unless and ul\til the question of 
local finances is settled first. The extension of fran
chise and widening the scope of duties would be like 
dressing a dead woman." · 

In her opening address to the Ministers' Conference (1948),. the Hon• 
ourable Rajkumari Amrit Kaur, Minister of Health, said :_ 

"It is almost always explained that local bodies have 
not been able to discharge properly· the numerous 
and important functi9ns devolving on them because 
their financial resources are slender. While this is no 
doubt largely true, I am not sure whether it can be 
claimed that local bodies everywhere have been care
ful to mobilise all their. resources carefully and to usa 
them in the best manner possible for the' good of tlia 
community. You must all the aware of the criticil'lm 
that in many loc&l btdies under-assessment of taxation 
is a. serious evil and in many places the authorities 
fail even to collect in full the taxes actually assessed, 
leaving large arrears unoollepted. As no organisation 
can function properly without adequate .finance, it is 
obviously essentia' _for local authorities to see that their 
taxes are properly assessed_and collected." 



OB'AI'TER I 

~. One of the points on the agenda. of the Conference was :
"Finances of Local Bodies. 
(a) Review of existing sources of local board revenue and suggestio: 

for improvement. 
(b) Should Government subsidize looa.l bodies ? If so, to what extent 

When this item came up for discussion, representatives from various provinc 
dwelt on the financial position of local bodies in their respective areas and ma 
suggestions for improving their financial condition. As conditions varies wide 
from province to province, the Conference felt that the problem required mo 
detailed study. It accordingly passed the following resolution :-

"The Conference agrees that the financial resources of 
the local bodies are inadequate. It is also recognised 
that even the a vail able resources are not fully utilised, 
the evils of under-a.sse&sment and failure to collect 
taxes in full being widespread. _ 
In view of the complexity of the problem of local 
financ3 the CJnference recommends that the Central 
Government should appoint a committee to enquire into 
the question of the finances of local bodies and to 
make recommendations for the improvement of local 
finance.'' 

3. Appointment of the Committee.-In' pursuance of the above resolution, 
the Government of India. in the Ministry of Health were pleased to constitute 
under their letter No. 13-7148-63 LSG, dated the 2nd April 1949, a Committee 
in the following terms : 

"I am directed to say that in pursuance of a resolution 
passed by the Local SelC·Government Ministers' Con
ference held at New Delhi in August 1948, the Govern· 
ment of India. are pleased to constitute a Committee to 
be known as the Local Finance Enquiry Committee, 
which will be composed of the undermentioned persons :-

• 
Chairman: 

· Shri P. K. Wa.tta.l (Retired Accountant General) 

Members: 
1. Shri R. K. Sidhva., Member, Constituent 

Assembly of India, New Delhi. 
2. Shri C. D. Ba.rfivala., Director, Local Self-Government Institute, 

Bombay. 
3. Shri Rameshwar Narain Aga.rwala, 

Chairman, Bhaga.lpur Municipality, 
United Press Buildings, 
Bha.ga.lpur City (Bihar). 

~. Sari T. K. T. Veera.raghavacha.ria.r, 
Retired District Board Engineer, 
Gandhi Road, Chittoor, Madras. 

• 
l), Shri P. B. Gole, President, Akola Municipality. 

Akola. (0. P. & Bera.r), 
o, Shri R. D. Kapila Secretary, 

Loca.l Self-Government Reforms Committee, 
East Punjab, Kennedy House, Simla. 
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APPOINTMENT AND TERMS OF REFERENCE OF TBE COMMITTEE 

7. Shri L. T. Gholap I. C. S., 
Secretary to the Government of Bombay, 
Health and Local Self-Government 
Department, Bombay. 

8. Shri M. B.L. D~~.r, Secretary to the 
Government of the United Provinces, 
Health and Local Self-Goverament 
Department, Lucknow. 

9. One m:>re member whose name will be communicated later. 

Secretary: 
Shri Labhu Ram Mehra. 
(Retd. Assistant Examiner, Local Fund Accounts), 
27, Todar Mal Lane, Ne~ Delhi. 

2. The term:; of referonce of the Committee are as follows :
To enquire into the question of the finances of local bodies 
and to make rec:Pmmer.dations for the impro>ement of local 
finance and for that purpose, 

(1) to examine whether the existing-resources are adequate 
for the performance of the functions assigned to the 
local bodieil and to consider whether and, if so, what 
further sources of revenue should be provided ; 

(2) · to examine the methods of Government assistance to 
local bodies ; 

(3) t6 examine the existing machinery and methods of (i) 
assessment and (ii}·'collection of taxes." 

4. Since the constitution of the Committee the following additions and 
al_terations in personnel have taken place :-

(1) Shri S. K. Gupta, I.C.S., Secretary to the Government of West Bengal, 
Local Self-Government was appointed as a membtr of the Committee. 

(2) On tho resignation· of Shri T. K. T. Veeraraghavachariar, Shri K. A. 
Nachiapp& Gounder, M. L. A., of Salem (Madras) was appointed' in his place. 

(3) On his appoint~ent ail Chairman, Bombay Port Trust, Shri L. T. Gholap, 
I. C. S. resigned his membership and in his place Shri B .. D .. Mirchandani, I.C.S:, 
Secretary to Government of Bombay, Health and Local Government Department, 
was appointed. 

(4) Consequent on the inclusion of Improvement Trusts within the scope of 
the Committee, the membership was increased and Shri S:N. Sapru, Chairman 
Delhi Improvement Trust, was appointed as a member of the Committee in 
Government of India, Ministry of Health, letter No. D. 2875(5)-LSG/49 dated 
tho 21st September, 1949. 

Shri Labhu Ram Mehra could not join his duties as Secretary and was re
placed by Shri D. P. Gupta, Retired Assistant Examiner of Local Fund Accounts, 
Uttar Pradesh. Shri Gupta worked as Secretary from 6th 'May 1949 to 22nd 
October, J 949. He was succeeded' bv Shri Dayaldas Sobhraj Parwani, Retired 
Assistant Secretary to the Government of Sind. Shri Parwani joined on the 27th 
October, 1949. · 

(5) The membership of the Committee was increased by the appointment of 
Raizada Hansraj of Jullundur but be expressed his inability to serve on the 
Committee. In hi's place, Shri Yashwant Rai, M. P. was appointed but he also: 
resigned soon after his 'l.ppointment. 
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CHAPTER 

5. The Chairman took over charge ol his duties on 14th April,· 1f50. The 
selection of office personnel took a mtla time and it was.not till the 2nd May, 
1949 that the office of the Committee began to function. The headquarters of 
the Committee-ware fixed at Simla by the Government of India. 

6. The first session of the Committee was held on the 9th and 10 ::.lay, 
1949 at Simla. At these meating~ the questionnaire was approved for issue. A 
copy of the questionnaire is appended to this retnrt (Appendix-!). On the receipt 
of the decision of the Government of India that Jmprovement Trusts should also be 
included within the scope of the enl}uiry, a supplem•mtary questionnaire \Vas issued. 
A copy of this is also appended (Appendix-1-A). 

7. 4000 copies of the questionnaire were printed and 3400 actually issued 
to State Governments, locn.l bodies, Chambers of Commerce, Universities, District 
Officers, Commissioners of Divisions, Heads of Provincial Departments concarned ' · 
with local bodies members of the Constituent Assembly of India and the Provincia.! 
Legislatures and other x:on-officials interested in local finance. 

8. The subject of local taxation of Cantral GoYernment and Railway pro
perties was particularly included in the questionnaire in pursuance of an under· 
sbanding reached at the LJcal Self·G,JVernrnent Ministers' C:mference that thia 
question- would, also be referred to this Committee. The subject is of importanca 
from the point of view of local finance. 

9. • A question arose as to what lo:Jal bodies shJuld be in:Jlud~d \Vithin the 
scope of the enq-.:dry,- particularly whether the enquiry should be confined to muni
cipalibies and rural boards, omittipg the finances of primary units· like villaga 
panchayats. The. Committee held that the enquiry should include all units of 

, local self-government from City Corporations down to village pa.nchayabs. 

10. The Government of India in their letter No. D. 1395-LSG/!9 dated tho 
20th August, 1949 informed the Committee that the terms "local bodies" occurring 
in the terms of reference should be interpreted to include Improvement Trusts. 
Improvement Trusts in variQUs parts of tbe c·mntry were informed of this 
decision and requested to send replies to the supplementary questionnaire specially 
framed in respect of them. · 

11. During the course of evidence, cer~ain proposals were made for alterin~~ 
the structure of local bodies as constituted at present. It was suggested th:~.t these 
alterations would result in economy in \Vorking. A doubt arose whether such pro· 
posals came within tha terms of referonce of the Committee. :\ reference was 
accordingly made to the Governmen~ of India in letter No. 6·36/49-LFEC d"-Lted 
the 21st December, 1949. Tba Government of India. in their reply No. 5007-LSG/. 
49 dc;.ted tbo 7th- Januuy 1950 ruled that the C0mmittee should frame ibs re-

• commendations on tha basis of the existing structure of heal bodies. A copy of 
the letter to the Gm·ernment of India and their reply thereto are reproduced as 
appendices to this report (Appendices II and II·A). 

12. At its meeting held on the 9th May, 1949, the Committee considered 
what territorial units should be included within its purview. The committee was 
not cle:~.r whether the scope of the enquiry v;arJ- to include centrally administered 
areas other than the Chief Commissionerships of Delhi, Ajmer-Men~ara and Coorg. 
such as Himachal Pradesh and States Unions. A referencevvas accordingly mada 
to the Government of India fur a ruling on this point. The Government of India. 
decided that the scope of the enquiry of the Committee should not be extended to 

, either those Indian States which now form centrally administered areas or those 
•which have combined to form Unions of States. 
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APPOINTMENT AND TERMS OF REFERENCE OF THE COMMITTEE 

I;J, In regard to the above decision a. further question arose whether States 
which had been merged in provinces were or were not included within the scope 
of enquiry of the Committee. The point was referred to the Government of India,' 
,.,.ho ruled that the scope of the enquiry should include such merged States. The 
Government of India, howeve:o, directed that such enquiry should be undertaken 
by the Committee only after it had been ascertaine:i from tho provinces concerned 
that there were local b1dies in the merged States, whose finances the Committee 
could usefully enquire into. Action was duly taken on these lines and evidence 
from merged States .was received in Bombay and Cuttack. 

14. The Committee allowed a perbd of two months for the submission of 
replies to the (dUestionnaire, but the number of replies received at the end of this 
period, i.e., by the end of Augu&t 1949,- \vas so emall aud the material at the dis
posal of the Committee for the pursuit of its enquiry so scanty that work had to 
be held up and special reminder;; issued ta expedite· replies. After a sufficient 
number of replies was received, the Committee framed its tour prot:ramme, issued 
invitations to selected officials and non-officials from whom written m::Jm'Jranda had 
been l.lacoived and informed the State GJvernments of their impending visit to 
their capitals. The State GJvernme.1ts wara requested to m:1.ka arrang3ments for 
tho holding of the meJtin~s of the Committee and particularly to allow officials to 
givo evidence before the Cammittee as well as to selec~ other non-afficials, who, 
iu their opinion, coulJ givo useful evidence to the Committee. 

15. The Committee proceeded on tJur on the 7th D~cember, 1949 and· 
visited all the m!l.jor (P11.rt A) States by 31st March, 1950. A copy ofthe tour 
programma of tho Committee together with a list of \vitne3ses examined at each 
place is appended to thi;; report (Appendices III & IV}. Representatives of Coorg 
were examined in Madras, and rerttesenhtives' of Ajmer-Merwau and Dalhi were 
examined in Dolhi. · 

16. During the course of its tour the Committee held informal discussions 
with the ll'Jn'ble Chinf Minister and the Finance and LJcal Self-Government 
Ministers of· each State. We are grateful to them for giving us the benefit of their 
first-hand knowledge of conditions of local bodies and their finances. 

17. The Committee examined representativ~s of Fina.nce, L)cal Self-Govern· 
ment, Education, Public Health and Public Works DJpartments in each State. In 
addition the Chairmen of Improvement :r'rusts and D.welopment BJa.rds, the 
executive heads of departments conncctel with local ba:lies, such as Directors of 
Public Instruction, Director of Public Health, Inspectors of L1cal Bodies, Direc· 
tors and Assistant Directors of Paucbayats, Oommi3sioners of Divi&ions and selected 
Deputy Commissioners and District Collectors were also examined. Among non
offici:1ls, the Committe3 had the advantage of receiving the evidence of Shri Bijoy 
Prn.sad Singh Iby a:1d Shri Anand;~, Pras::1d Chau:ihury, Ex:~finisters of L:.Jcar 
Self-Government in BJng!l.l a1.d the M:1yors of Bombay and Madras, Shri S. K 
Patil and Dr· P. V. Cheriyau. The Admini:>trative Offic3r, Calcuttl!. Corporation 
and the Municipal C:.>mmissioners of the City Corporations of B_ombl.y and Madras 
also gave evidence on points specially concerning their respective Corporations. 
The Chairmen and Executive Officers of important municip:J.lities 11nd District 
Boards also helped the Committee. The Committee wish to thanlc ·them as well 
as other witnesses for helping th£6 ··Committee in their investigation by sending 
written memoranda or g[ving oral evi.ience. 

18. In Madras, Uttar Pradesh and West Bengal the Committee found' 
that the State Governments had alt·eady appointed Committees of their own to 
deal with questions affecting local bodies in their respective areas. For instance, , 
the Corporation of Calcutta Investigation Commission, whose report has already 
.been published, deult inter alia with the question of _the finances of the Calcutt!!. 
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Corpora.t~on. Similarly, the ~bdras Municipal Reforms Committee, appointed by 
the Government of Madras, barJ. within its terms of reference the improvement of 
the finances of local bodies in that State. Likewi3e, the. ·Uttar Pradesh Govern• 
'ment had appointed a Grant.in-aid Committee. 

19. The Committee felt that it would be useful to exchange views with 
these Committees and requested the State Governments concerned to arrange
meetings with them. The Committee is grateful to the State Governments as well 
as to the Committees mentioned above for agreeing to this request. We had full 
and frank exchanges of views with them. 

20. The Committee also wishes to place on re;}o:d its grateful thanks tor 
the various facilities extended to it by State Governments without which it would 
not have bean possible to ~omplete the work within the time at its disposal. 

21. We are also indebJe:i to the International Union of Local Authorities, 
5, Paleisstraat, The Hague, for very valuable assistance in sending literature, 
brochures and special notes in re.:;ponse to our requests for information on various 
points concerning loc~~.l finance )n foreign .-:ountries. The British and U.S. Infor
mation Services in New Dalhi also helped us by collecting information and allowing 
the use of their libraries. Our grateful thanks are due to them. 
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CHAPTER II 
HISTORY OF LOCAL FINANCE 

22. Municipal government flourished in cities in ancient Indi~~o but, i!l the 
sense in which it is understood today, it was first introduced in the town of Madras 
in the days of the East India Company. In 1687, the Court of Directors. acting 
on authority delegated to them by King James II of Great Britain, ordered that 
a corporation composed of British and Indian members, should bo formed for pur· · 
poses of local taxation. Funds were needed for the carrying on of administration, 
and it was felt that it would be easier to collect ta.xes if Indians were associated in 
some manner with their imposition. This corporation was formed on the model of 
similar institutions then existing in England. It \V!\S empowered to levy taxes for the 
building of a guilc;lli_all and a jail and a. school house; for. "such further ornaments and 
edifices as shall be thought convenient for the honour, 1nterest, ornaments, security 
and defence'' of the Corporation and inhabitants; and for the payment of the salaries 
of the municipal officers, including a ·schoolmaster. The experiment had a brief 
and unsuccessful trial. The people strenuously resisted the imposition of anything 
in the nature of a direct tax. The town hall, schools and sewers, which were to 
have been the first work of the ne\V Corporation; could not be undertaken and the 
Mayor had to ask for permission to levy an octroi duty on certa.in articles of con
sumption in order that he might provide the necessary funds for cleaning the streets. 
A charter of 1726 superseded the Corporation by a Mayor's Court, which was 
more a judicial than an administrative body. Similar institutions were introduced iD 
Bombay and Calcutta in 1726, but it was not until 1793 that the municipal ad
ministrations were placed on a s~tutory basis by the Charter Act of that yea.r. 
This Act empowered the Governor-General to appoint justices of the Peace for the 
towns of Madras, Bombay and Calautta. These Justices of the Peace were autho
rised to levy taxes on houses and lands to meet the cost of scavenging, police and 
maintenance of the road3. A uniform system of fixing the house tax at 5 per cent. 
of tho::~ annual rental valu13 ''"as introduced for the three Presidency towns. This 
method of assessment was borrowed from the engdsh municipal system prevalent 
at the time. Though the rates ha.ve varied, the basis of assessment remains the• 
same to this day, namely, the annual value. 

23. The introduction of municipal institutions in mofussil towns began with 
the Bengal Act of 1842. This Act was applicable only to Bengal and was passed to 
enable "the inhabitants of any place of public resort or resid!:Jnce to make better 
provision for purposes connected \Vith publiq health and convenience". It, however, 
proved inoperative since it was based upon the voluntary pricci pie and its intro
duction in any town required the application of two-thirds of the householders. 
The taxation enforceable under it was of a direct character and for this reason also 
the law nowhere met with popular acceptance. It was introduced in one tO\vn, 
and there the inhabitants, when called on to pay the tax, not only refused but prose~ 
cuted the Collector for trespass when he attempted to levy it. 'The authorities 
were by this time convinced of the futility of direct •taxation for loc!!.l purpJses. 
Accordingly, 1850 a new Act was passed, which \Vas applicable to the whole of 
Indb. 'l'his Act also was permissiv~ in nature, but it was more workable than its 
predecessor and, unhke it, made provision for t.he levy of indirect taxes, to which 
the people of tbe country were a.ccustomed from time immemorial. It was largely 
used in sevoral towns in the North-Western Provinces and Bombay, while in 
Madras and Bengal it had practically no effect. In Bombay the success of th~. 
Act was due to· the fact tbat the taxes C()llect~d under it found their prototype in 
those levied by the Mahratta Government undEr the designation of to"'n duties and 
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mohturfa*. It was not utilised in Madras, where voluntary associations for sani· 
tary and other municipal purposes took the place of regularly constituted munici· 
palities. In Bengal, the Town Police Act of 1856, permitted the levy of taxation 
for conservar:cy purposes. · 

24. The next stage in the growth of municipalities O\'ies its inauguration to 
the Report of the Royal Ai·my Sanitary Commission published in 1!:>63, which, 
though primarily dealing with army affairs, dro\V prominent attention to th~ filthy 
condition of the towns. In tbe six years following the publication of this roport, a 
sorie:; of Acts were passed providin~ for a ·wider extem,ion of municipal administra.· 
tiou and a number of municipalities were constituted ic. every province. The 
Bengal, North· Western provinces and Punjab Acts made the election of mem ber3 
of municipal councils permissive, but, except in the Punjab and the Central Pro· 
vinces, they were in fact all nominated. -

25. In the meanwhile, a paullel development of local institutions in rural 
areas was taking place. Local funds had been established for local improvements 
for some time, but the levy of rates for local purposes was not authorised by statute 
in any part of It:dia untill8ii5 when an Act autho:ising the imposition of a cess of 
one anna in the rupee on land and sayer (miscellaneous) revenue, and a tax on shops 
in Sind was ·passed.. A similar Act was passed in Madras in ISGli authorising the 
Government to levy a road cess at 31 per ce:J.t. on the annual rent of land. Bombay 
followed suit with Act III of 1869, providing for the creation of a local fund com· 
mittee in each district, wi~h the· Cullector of the district as president. These 
Commi~tees were empowered to levy a cess of one anna in the rupee of hod re>enua 

-and received cer~ain other sources of revenue, and were to provide for the raquire· 
meats of the districh in regard to local public health, education and convenience. 
As a measure of local self·g0vernment these Acts did not gr> fa.r, but they were of 
service in improving the sanHary condition of the areas concerned. 

26. Lord Ma·yo's Re~olution of 1870. Local self-government as a conscious 
• process of administrative devolution and political education dates from the financial 

reforms of Lord Mayo's Government. The need for financial decentralisation as 
an aid to economy and efficiency of administration provided the occasion for a 
departure in polioy. By resolution No. 3334 dated the 14~h December, 1870, the 
Government of India made overeto provincial- gwernments certain departments of 
administration of whicb education, medical services a~d roads deserve particuhr 
mention, as they still constitute the pric.cipal activitie3 of lccal bodies. The provincial 
governments we<e given a g~ant smaller than the actual exper.diture on these depart· 
ments and were raquired to meet the bal>~.nce by heal taxation. The beginnings of 
a system of local finance are thus to be found in tha new Echeme of prcvincial 
financ3. As will be.seau during the course of this review, many of the present 

~ day problems of heal finauca vis-a-vis provincial finance are similar in character 
to tho;e which the p1 ovinces had to face in their dealings with the Government 
of India. 

27. The resclution of Lord Mayo's Government went on to say:-
''Locr.l interest, supervision, acd care aro neces~ary 
to success in the management of funds devoted to educa· 
cation·, sanitation, medical relief. and heal public works. 
The operation of this Resolution in its full meaning and 
integrity will afford opportunities for the development of 
self-government, for strengthening municipal institutions, 
and for the association of Natives .and Europeans tJ 
a greater extent than herotofore in the administration of 
affairs." 

* A general tax, which. WI'S also in a sen3e a house tax, was levied under the Mahrattas 
under the name oi mohturpha [paragrap~ 421, Indian Taxation Committee Report]. 
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28. To carry out this policy new municipal Acts were passed in all the 
provinces. In Madras the country was divided into local" fund circles, and consul· 

·-tative boards nominated by the Government under the presidency of the Collector 
of the district. were constituted to administer the affairs of these circles. The 
Bengal District Road Cess Act of 1871 wa~ the first step in the direction of local 
solf·government in rural Bengal. It provided for the levy of a rate on real 
property for the improvement of communications and for the establishment of 
local bodies the members of which might either be nominated or elected by the 
rate·payers. Similar Acts were passed in the North·Western Provinces (now 
Uttar Pradesh) and the Punjab. 

29. Lord Ripon's Resolution of 1882. Matters stood thus when the 
Government of Lord Ripon issued their famous Resolution dated 18th May, 1882. 
ReviewiTJg the progress made in loca.l self-government ~inca 1870, the Government
of India pointed out that a luge income from local. rates and cesses had been 
secured and in some provinces the ma.nagement · of this income had been freely 
entrusted to local bodies. Municipalities had also increased in number and useful· 
ness: But there was still, it was remarked, a greater inequality of progress in 
different parts of the country than ~arying local circumstances seemed to warrant. 
In many places services admirably adapted for local management were reserved in 
hands of the provincial administration, while. everywhere heavy charges were 
levied on mbnicipalities in connect.ion with the police over which they had no 
executive control. A fresh step forward was, therefore, considered to be both 
desirable and necessary. 

30. Lord Ripon's Government desired that provincial governments should 
apply to their financial relations witlj ,local bodies the principle of financial de· 
centralisation which Lord Mayo ha.d introduced and which had worked satisfactorily 
between the Government of India and the provinces. The provincial governments 
were invited to undertake a careful scrutiny of provincial, local and municipal 
accounts, with a view to ascertain:-

(1) what items of receipt and charge could. be transferred from 
'Provincial' to 'Loca.l' he1ds for adt:!inistratiou by Committees 

• comprising non~official and, whe~ever possible, electeq members. 
(2) what re-distribution of items was desirable, in order to lay on local 

and municipal bodies th:1se \Vhich were best understood and appreci· 
ated by the people. · 

It was added that incid'3ntally to this scmtiny prDvincial governments would pro· 
bably notice and might carefully consider. ' 

(3) ways of equalising local and municipal taxation throughout the 
Empire, checking severe or unsuitable imposts a.ud favouring forms 
most in accorrlanc(J wibh popular opini<m or sentiment. 

31. ·It was pointed out that it was not the intention of the Government of 
India that the proposed tran<>fer of cJntrol of expenditure of a specially local 
character to local bodies shoulJ invol 116 ariy t~.ddition to existing local burdens j 

and it was therefore shown to be necessary to arr:range for a simultaneous transfer 
of receipts sufficient. to meet any net balance of additional expenditure which in 
any instance might arise. The receipts to be thus transferred should, it was 
suggested, be such as to afford .a prospect that, by careful administration, 
with all the advantages due to local sympa· hy, experience and watchfulness, they 
would be susceptible of reasonable increase. In cases where larger assignments of 
funds were required, the receipts from cattle pounds, or a share of the assessed 
taxes collected within the jurisdiction of a loc.1.l body, were indicated as suitable 
sources of revenue to be made over. 
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32. In consequence of the issue of this Resolution, Acts were passed in the 
provinces between 1'383 and 1'385 which groatly altered the constitution, powers and 
functions of municipal bodies. Arrangements were abo made to increase municipal 
resources aud financial re.:;p1nsibility. Municipal revenues were relieved of the 
charges for the maintenance of the tmvu police* in most provinces, on the under
standing that they were tn incur an equivalent expenditure on education, medical 
relief and local public works. At the same time some items of provincial revenue, 
suited to and capable of development under local management, were transferred 
from the provincial account, with a proportionate amount of provincial expenditure, 
for local objects. 

33. Functions of municipalities in Lord Ripon's time. The primary 
functions of municipalities under the Acts passed during this period were:-

(1) the c:mstruction, upkeep and lighting of streets and roads, and the 
provision and m3.intenance of public municipal buildings ; 

(2) public health, including medical relief, vaccination, sanitation, drain
age and water-supply, and measures against epidemics; 

(3) education. 

34. Financial resources of municipalities in Lord Ripon's time. The 
rrincipal sources of revenue vrere :-

(1) octroi, principally in NorLhern India, Bombay and the Central Pro
vinces (now Madhya Pradesh) ; 

(2) taxes on houses and lands in Madras, Bombay, Bengal, Burma and 
the Cantral Provinces (now Madhya Pradesh) ; 

(3) a tax on professions and trades in Madras and the United Provinces 
(now Uttar Pradesh) ; 

(4) road tolls in Madras, Bombay and Assam ; 
(5) taxes on carts and vehicles ; 
(6) rates and fees •· for services rendered in the shape of conservancy, 

water supply, markets and schools . 

. 35. Functions and financial resources of rural beards in Lord Ripon's 
time. The services entrusted to rural· beards were Eimilar to those made over to 
municipalities, the principal ones being cJmmunications, education and SJ.nitation 
and, occasionally, famke relief. 

Tho main income of these boards was derived from a cess on land, which was 
collected by Government agmcy along -with the land revenue, the proceeds being 
subsequently adjusted to the credit of the boards. In some provinces, however, a 
portion of the cess was utilisei for provincial purposes. 

*In acc:>rdance with tllC principle adopted by tl:c G0vcrnwent of India in Resolr.tion 
No. 2245 dated 31st August 1S64 that the expense of police for town populations should 
be defrayed by !?cal funds. municipttl~ties were tequired to defray tl..Le cost of all police 
employ{d on dut:es the performanctl which was necessitated solely Ly the existence of the 
town ... 'f~es~ wer:' design?-hd "watcll and ward" i;t contracistiuction to those of "Law and 
Ord.er :. This p0hcy coutmued till the year 1SS 1 wh<'n fresll onlt:rs W<Jre issued and publish· 
ed m Finance Dep~rt~cnt Notificaticu No. 3622 dated 13th October 1S81. The purport of 
tllese ~rders was ~o re:1eve municipal bot..lies altogdher of the clmrges for police, contingent 
ou tlletr uudertakmg an equal cllargc for et..l:Icatiun, mct..lical re!iet and local public works. 
The Government of the Nort.lt-\V,•stcru Provinces and Oudh diu not, however, at the time 
.act ou these orders and_constt..leret..l that municipalities should at any rate pay for watch 
and w:ard.. JIJ. the l'unJab also police charges continued to be borne by municipalities fo~ ~ 
~,ong time, 
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The functions and financial resources of kcal bJdies continue to this day to 
be very much the same as those in Lord Rip:m's time. . 

36. Government of India Resolution of 1896. The progress made in 
municipal administration since Lord Ripon's time was reviewed by the Government 
of India. in Home Department Resolution dated 24th October, 1896. Municipal 
bodie's were subject to the c:m.trol of the GJvernment in so far that Do new tax 
could be imposed, no loan raised, DO work costing mJre than a prescribed sum 
undertaken, and no serious departure from the sanctioned budget for the year made 
witnout the previous sanction of the Government ; and no rules or bye-laws could 
be enforced withr>ut similar sanction and full publication. These restrictions, as 
will be seen later, exist m'lre or less to this day .. 

37. Municipal income. The income from mofussil municipal taxation 
throughout India during the yearil 1886·87 and 1894-95 increased from a little over 
a crore to about a crura and a half of rupees. The total income from all sources 
increased from Rs. 1,59,53,853 to Rs. 2,48,92,308. The increase in the one case 
was 35:1 per cent. and in the other 56 per cent. In 1876-77 the income from 
taxation was Rs. 97,12,153 and from all sources Rs. 1,23,72,210. The ratio of 
increase was, therefore, very much mcne rapid siuce the development of municipal 
institutions under Lord Rip(m's legislation. 

The incidence of taxation per head ·or municipal population increased from 
Rs. 0-14-l.to Rs. 1-1-5. The rate was highost in the Punjab, where it amounted to 
Rs. 1-6-6 ; in Bomb"a.y Rs. 1-5-6 ; and in Assam Us. 1·2-11. Among the major 
provinces the rate was lowest in Beogal, where it· amounted to only Rs. 0·13-7, 
and in Madras, where it was Rs. 0-13·10. 

--:~ 

The figures by provinces are givM below :-

Incidence of municipal taxation and municipal income per head of population 
in each pruvince for the years 1886·87 and 1894·95. 

Province Incidence of Incidence of 
taxation. income. 

1886-87) 
• 

MADRAS Rs. 0-12-0 Rs. 1- 3·6 
189·.1:·95) •• 0·13-10 .. 2· 5-10 
1886-87) BOMBAY •• 1- 4·5 .. 1-13-5 
1894·95) •• 1- 5·6 .. 2· 5-10 
1816·87) BENGAL .. 0-11-0 •• 0-15-1 
1894-95) •• 0-13·7 •• 1- 7-8 
1886-87) N.W.P& OUDH , 0.11-1 .. 0·14-6 
1894-95) , 1· 0·7 , 1-10-11 
1886·87) PUNJAB , 1- 2-3 •• 1-10-4 
1894·95) , 1- 6·6 .. 2· 0-1 
1886-87) LOWER BURMA .. 0-15· 0 •• 3-13·1 
1894·95) •• 1· 1-4 .. 2-14-5. 
1886·87) CENTRAL PROV1N0ES .. 0·14-4 " 1- 6-0 
1894·95) .. 1- 2·0 •• 2- 1·3 
1886-87) ASSAM ,. C-11-8 .. 1- 9-11 
1894-95) .. .. 1- 2-11 ... 2- 4-3 
1886·87) HYDERABAD .. 0· 6·10 1- 4·1 
1894-95) ASSIGNED DISTRICTS ,, 0· 9·10 .. 1·10-2 

(BERAR) i 

1886.87) COORG .. 0-12·6 
" 

1· 9·2 
1894-95) .. 0·13-2 .. 2- 4-11 

As regards the principal sources of municipal income, the 
provinces for tha year 1894-95 are given below:- " 

percentages by 
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Percentage of tobal incomefrom municipal rates and taxes Percentage of total income excluding 
derived from loans and advances derived from 

------ ---·~-- -- --~--------

"ProYince3 Octroi Tax on Tax on Tax on Water Conser- Other Taxa· Under Munici- Grants Misce-

houses animals Profes- Tolls. rate vancy Taxes tion special pal pro- from llaneous 

& lands and Vehi· sions Tax. Acts* party@ Govt. 
cles. and and 

Trades. other 
sources 

• - ---~-----·- - ---- -- - ---- ----------- ---
0 

____ ras 46.9 11.2 16.8 23.9 1.2 59.8 0.3' 18.3 18.5 3.1 III 
> 

Born bay 52.4 17.7 3.3 0.3 6.8 6.9 7.8 4.8 69.6 1.0 17.5 8.6 3. ~ 
""" Bengal 35.3 !:1.2 1.6 6.0 1.9 19..'5 5.72 79.9 3.5 10.3 4.2 2.1 1:>1 

t-:1 N.W.P. & 81.6 8.2 1.3 4.3 1.4 5.4 0.6 2.2 80.7 2.0 14.2 1.9 1.2 ~ 

Oudb. • 
::::= 

Punjab 93.0 5.0 1.1 0.1 0.2 0.6 71.7 0.9 13.9 6.4 7.1 
C.P. 71.7 4.0 0.1 1.8 0.9 6.4 10.3 4.8 68.8 3.6 11.0 5.0 11.6 
Lower 

Burma GS.8 7.2 11.3 3.6 11.3 7.8 38.7 1.7 56.5 2.4 0.7 
Assam 47.4 5.9 20.0 11.6 15.1 49.9 10.8 17.0 19.3 3.0 
Hydorabad 

Assigned 0.8 49.8 6.8 20.5 19.9 39.1 2.9 32.8 19.6 5.6 
Distts. 

Coorg 56.1 3.2 40.7 41.4 25.2 31.3 2.1 

*Pounds, hackney carriages, licenses for sale of spirits, etc. 

@ Rents of lands, conservancy receipts, fees from markets, municipal fines, interest on investments, etc. 
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"\J 38. It will be seen from the above table that the main features of municipal 
revenue were:-

(a) The very large proportion of municipal incJme derived from octroi 
in the Bombay Presidency (52:4 per cent), the North-Western 
Provinces and Oudh (81.6 per cent), the Punjab (93 per cent), 
and the Central Provinces (71.7 per cent), while elsewhere octroi did 
not form an item ol municipal revenue. 

, (b) The large proportion of income derived in Madras (46.9 per cent), 
Bengal (35.3 per ceot), Coorg (56.1 per cent) and Assam (47.4 per 
cent) from taxes on houses and lands ; 

(c) Only in Madras (16.8 rer cent), Coorg (40.7 per cent), and the 
Hyderabad Assigned Districts or Berar (49.8 per cent) did the tax on 
professions and trades form an appreciable part of the revenue. 

(d) The large proportion of the income derived from tolls on 
roads and ferries in Madras (23.9 ·per cent) and Assam (20 
per cent). 

(e) The large contributions by Government to the municipal income 
in Madras (18.5 per cent) and Assam (19.3 per cent). 

39. Municipal Expenditure. As regards mu~icfpal expenditure, the per·. 
centages by provinces for the year 1894-95 were the follows:- ·. _ 

PERCENTAGE OF MUNICIPAL EXPENDITURE ON 

General Public Water Conser· ,Public Other Pnblic Miscel· 
Admini- Safety. Supply vancy. Works Mea.sur- Instruc- laneous. 
stration and es for tion. 

Provinces Drain· Public 
age. Health & 

Conven· 
ience. 

Madras 7.8 44 17.0 20.3 17.0 14.6 13.2 5.7 
Bombay 10.1 5.6 20.8 18.4 13.5 10.6 14.7 6.3 
Bengal 9.0 5.4 28.0 23.4 16.0 10.1 3.6 4.5· 
N.W.P & Oudh 10.6 13.1 25.5 19.7 12.0 6.3 3.0 9.8 
Punjab· 11.8 16.3 8.1 13 6 10.0 14.3 15.3 10.6; 
C. P. 13.3 0.9 20.4 21.8 13.0 11.5 12.7 6.4 
Lower Burma. 11.9 5.3 1.4 20.6 22.6 28.8 7.4 2.0 
Assam 10.0 2.9 .~ 21.7 28.8 20.8 9.'{ 3.2 2.9 
Hyderabad 

Assigned 7.4 5.3 12.3 28.0 15.0 20.3 7.9 3.8 
Districts 

Coorg 5.8 2.4 32.8 17.9 7.0 25.9 6.5 1.7 

It will be seen from the above table that the mai? features of m unicipar; 
expenditure at the time were :--

(a) under 'general adminiatration' the expenditure was more· or less 
uniform throughout India, averaging about 9 or 10 per cent. of the 
income; 

(b) police charges, under the name of 'public safety' were still borne 
by municipalities, except in the North-Western Provinces (13.1 
per cent) and the Punjab (16.3 per cent) ; in others it varied· 
between 4 or 5 per cent ; 
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{c) a large propJrtion of the annual expenditure, varying from 20 to 
30 per cent, was concerned with projects of water supply and 
drainage; 

(d) the expenditure on conservaccy was substantial, varying from 
13.6 per cent. in the Punjab, and 18.4 per cent. in Bombay to 
28 per cent. iu Assc:.m and the Hyderabad Assigned Districts 
(Berar); 

(e) the expenditure on loads was fairly large, varying from 10 per 
cent. in the Punjab, to 17 per cent. in Mad ~as and 20.8 per cent. 
in Assam. 

(f) the expenditure on education was not very high, varying from 
3 per cent. in North-Western Provinces and Oudh and 3.6 per 
cent. in Bengal to 12.7 per cent in Central Provinces, 13.2 per 

cent. in Madras, 14.7 per cent. in Bombay and 15.3 per cent. in the 
Punjab. 

40. Government cf India Resolution of 18J7, Tbe progress made by local 
boards in rural areas WJ.S sevarately reviewed in a resolution dated 20th August 
1897. Though in all- tbe m1re a:lvanced provinces district boards had been 
·constituted by then, their .financial powers were not uniform. In Madras the 
boards hai the p1wer of proposing local taxation, and in Bengal they were 
empowered to decide at what rate, within the st~~otutory rnJ.ximum, the road cess 
might be levied in each district. But for the most part the district boards did not 
possess power of taxation, · Tqey administered funds, or the yield of specific 

. imposts, made over to them for expenditure on roads, schools, hospitals, and 
sanitation,. within their juri:;diction . 

. 41. Income of rural boards. Th3 nercentages by ·provinces for the }"ell 
1895-96 are given below:-

Provinces 

Madras 
Bombay 
Bengal 
N.W.P.& 

Oudh 
Punjab 
c.P. 

·Assam 
Hyderabad 

'Assigned 
Districts. 

Total B.1ard~ ' 
inc1me (exclud. 
ing Loans and 

Advances). 

Rs .. 
85,62,00.) 
50,16,742 
59,62,871 
37,84,420 

3),58,137 
8,13,8()\) 

1),47,556 

5,6),663 

I~ 
,~ 

62.3 2.6 .3 
57.3 3.8 3.1 .8 
6).8 7.0 .9. .4 
49.9 4.6 5.8 3.8 

" 
75.6 1.9 2.'3 .~ 

49.3 21.3 1.1 1.0 
61.8 6.0 .o 

5J.6 2.5 8.8 
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Loans 

I CJntribu· 
tions. 
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3.0 18.3 8.6 .0 1.0 
.9 .I 29.9 2.8 2.2 

13 9.1 2.5 .1 5.8 
3.2 9.6 14.0 .2 .3 
1.5 lJ.6 20.1 

3:3.5 .5 3.4 1.7 



:ttiSTORY OF LOCAL FINANCE. 

The main fea~ures rela~in.g to the income ~of the rural bodies were as under :

The total it1come incre1sed dudng the seven ye:~.t·s 1889-90 an1 1q95·96 from 
Rs. 2,67,83,682 to only Rs. 2,93,38,306 or by 11 per cent. Thes9 figures bring to 
light the comparatively unexpansive nature of the sourcas of revenue open to local 
bodies. 

Among the main heads of income, the most important item is provincia.! rates 
or the local fund cess. In Madras the maximum was 2 annas per rupee of the 
assessment, but in 1895-96 the actual rate at which it was collected was, except 
in three districts, one anna in the rupae of assessmant. In Bengal the income under 
this head represented the balance of tha road cJss after deducting the' cost of c lllec· 
tion and revaluations. In the PunjJ.b rural b)a.rds g;merally re(laived four-fi.lths 
of the local rate, the rest being utilised iJy the provincial government for its own 
~~- . -

42. All the other items of income were comparatively insignificant. The 
incidence of taxation per head of population was Re. 0·1·5 in 18S9-9J, and remained 
at that figure in 1895·96. The incidence of income per -head of population showed a 
small rise from Re. 0-2·5 in 1889-93 to Re. 0-2-6 in 1895-96. 

The incidence of taxation and of total inc·Jme per capita by provinces for the 
years 1889-90 and 1895-96 are gi van below :- · 

Provinces 

Madras 

Bombay 

Benga~ · 

Punjab 

N.W.P.& 

Oudb 

C.P. 

Assam 

... • 

1889·90 

1895-96 

1889-93 

1895-96 

_1889·90 

1895·96 

1889-90 

1895-96 

1889·93 

1895-96 

1889·90 

1895-96 

1889-90 

1895·96 
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Incidence Incidence of 
of taxation total income 
ter capita per capita. 

Re. Re. 

0.2-7 0-4~3 

0·2-8 0-4-5 
I) 

0-2·9 0-4-4 

0·2-8 0-4-8 

0-0-11 0-1-9 

0·0-11 0·1·9 

0·2-0 0-2-5 

0-2-0 0·2·8 

0-0-9 0·1-7 

0-0-8 0.1-4 

0-0-6 0-1·5 

0-0-8 0-1,.6 

0-1-8 o~3-11. 

0-2-1 0·3·11 



43. Ex;~enditure of rural boards. The following ta.ble shows the propor
tion of exponditure in 1895-96 under each head in different provinces:-

I 
I 
I 
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.4 

i6.5 

1.4 
.1 

Hyderaba.d 
Assigned I 30.4 129 I 

1.2 45.7 6.4 - 9.2 - -.1 4.1 
Districts 

The review J:>y the Government of India brought out the following main 
features:-

(1) Expenditure under elucation increased in every province. The 
aggregate expenditure amounted in 1895-96 to Rs. 63,44,723 as 
compared witl:! B.s. 51,01,466 in 1889·9J. Compared to the size 
of the population included within the jurisdiction of local boards 
these amounts must seem very small. 

(2) The expenditure under 'medical' was generally much smaller than 
on education, less than half, though it increased from Rs. 22,10,929 
in 1889-90 to Rs. 27 ,83, 780 in 1895-96. 'fhe largest expendi· 
ture was on civil \\Orks. It aggregateu Rs. 1,58,29,536 in 1895·96 
as compared with Rs. 1,41,1!5,028 in 1889-90. This expenditure 
was mostly on roads and sanitary improvement. None of the other 
items call for any remarks. 

44. The Decentralisation Ccmmissicn.-In 1907·08 the entire subject of 
local self-government was considered by the Royal C lmmission on Decentralisation. 
During the course of the evidence it was clearly brought out that the resources of 
local bodies were not adequate to the proper execution of the duties assigned to 
them. For instance, Sir Herbert. Risley, then Home Secretary to the Govern
ment of India, said :-

'·r think it must be admitted that the resources of 
di'strict boards and district municipalitias are not suffi· 
cient to enable them to work up to modern standards of 
local administration. Iu municirali~ies this is most 
conspicuously the case in respect of schemes of water 
supply and drainage, the advantag:Js of which, especially 
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of the former, are now pretty generally realised. 
Similarly, in Sollie r'ural areas in Bengal the old sources 
of water supply have fallen into disrep'l.ir and the 
district boards are approached with demands far 
beyond their financial res')urces. In other parts of the 
same province the silting up of old channels and changes 
of levels are believed to ca. use malarial fever, and large 
sche!Iles of drainage are advocated which the local 
bodies are unable to carry out." 

45. The evidence of Sir James Maston, then Finance Secretary to the 
Government of India, was equally clear on the point : 

"Q. 44989 : With regard to the division' of the financial burden. be
tween local funds and 'provincial funds, ha5 not the ten· 
dency been in recent days to impose too many respons'i· 
bilities of Local Boards without giving them sufficient 
funds to meat them? 

A. I quite agree; Local Boards in many provinces-! do not 
say all-have been very much curtailed in their fina.ncial 
independence, I should like to see that matter remin.ded." 

"Q. 44990 : The evidence before us is that there is very little popula.r 
interest taken in L~cal Boards, one reason being that. 
they were starved, and that they were called upon to dO
work without having the money to pay for it ? 

A. That is a reasona bte· grievance, but I do not think it is 
the only 1&ne." 

"Q. 44991 : It is not the only one; but it is said that there is not 
enough money for village demands because most of it is 
swallowed up by Government departments such a.s the 
Medical Department, the Veterina.ry Department,·· an~ 
the :ffiducation Department, and so on? 

A. Yes." 

"Q. 44992 : Would you, as a matter of general policy, be inclined to 
me3t that_by relieving Local Boards of certain of their 
responsibilities or by giving them a larger assignrr.ent of 
revenue? 

A. Personally speakirg I should like to see the Local Boards 
given much larger responsibilities and revenues to meet 
them." 

''Q. 44993 : I.ocal Governments give them grants for specific purposes 
as H is, but do noL thABe grants vary from year to year 
in many cases ? 

A. Yes : local governments give t.hem special grants for 
special works frequently and they ,~rso give them general 
assignmen,ts to supplement their defective revenue." 

''Q. 44994 : Would you approve of giving these grants on a stable 
basis and making them lump assignments,/on the analogy 
of the settlement made by the Government of India with 
the provincial Governments : _ 

A. Precisely; I should like to see District Boards (speaking 
with versonal experience of pnly one province-the U,nited. 
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Provinces) placed on a semic.Jntractual relation with the 
provincial government, recoivirg either the rates or a 
definite share of the revenue, .also the rni~cellaneous 
receipts which they at present enjoy, tolls, ferries and the 
like ; and if necJssary having their revenues supplemented 
by fixed assignments from provincial funds. I should 
like to see that arrangement made in the form, to be«in 
with, of a quinquennial settlement." o 

46. The main conclusions and recommendations of the Commission m 
relation to functions and finances of local bodies were as follows :-

A-Village Organisation 
. The functions of village panchayats must be largely determined by local 
. circumstances and experi~nce. Generally, they might be entrusted with the 
following functions :-

. (a) Summary jurisdiction in petty civil and criminal cases ; 

(b) Incurring of expendihure on the cleansing of the village ar:.d mmor 
village works ; 

(c) Construction and maintenance of village school houses and some 
local control in respect of school management· i 

(d) ·Management of small fuel and fod<ler reserves in selected panchayats. 
The Commission considered it essential for the success of the panchayat 

system that it should not be concomitant with a.ny new form of local taxation. 
P~~onchayats should receive a porti6n of the land cess levied for local board purposes 
in the village, spec'al grants for parhicular objects of bcal importance, receipts 
from village cattle pounds and markets entrusted to their management, and small 
fees on civil suits filed before them. The application of the funds entrusted to 
them should be judged by general resuhs and should not be subjected to rigid 
audit. 

With the pa.nchayat SY.'>tem thus dwelJping, the CJmmission di:i mt c.Jn· 
sider it necessary to retain a.rtificial lacal agencies such as village unions and 
s!Lnitary committees. 

Such outside super~ision of panchayat affairs • as was necessary must rest 
with the district officers. The panchayats should not be placed un.ier the control 
of· district or sub-district boards. 

B~Rural Boards 
(I) The Commission was of the opinion that sub-district boards should be 

universally established and that they should be the principal agencies in rural 
~board administration. 
_ (2) Ordina.rily a sub-district board should ba established for each taluka 
or tahsil but where sub-divisional boards have been working and/or may be made to 

. work satisfactorily, the sub-division may remain jurisdictional area. 
(3} The Commission did not prop:lse the abolition of district boards or to 

make them mere councils of dele~ates from the sub-district boards for the settle
ment of matters of common interest. Nor ~id they desire to place sub-district 
boards entirely under the control of t-he board for the whole district. They 
sug~ested a schema under which the sub-dLtrict boards would have independent 
resources, separate spheres of duty aud largdr responsibilities within their sphere ; 
while the district board, besides undertaking sime district functi.Jns for which it 

· seem9d specially fitted, would possess coordinating and financial powers in respect 
' of the district as a whole. 
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(4) Sub-district bJards should have the charge of minor roads in the district; 
of primary and (where they desired it) middle vernacular education; of medical 
work; of vaccination; and of sanitary work in rural areas where this had not been 
entrusted to panchayats. 

(5) Tho district board should keep up the main roads in the district, with 
~he exception of trunk roads which should be a Government charge; and sho-qld 
maintain district services for work under the sub·distri~t · boards,_ in respect of 
roads, education. medical relief a1:d sanitation. 

(6) District boards which desired to maintain their own en~ineers should 
be allowed to do so and it should be left to the discretion of the local Government 
to employ such engineers to execute minor works for Government. 

The restr:ctions on the sanction of ordinary works and -,sanitation estimates · 
by rural boards should he abrogated, but they' should have the right to call upon 
Government engineers and sanitary officers for assistance in regard to such 
matters 

:A> The Gavernment should place rural boards on a sounder financial 
foJting-

(a) by letliug them have the whole of the land cess; 

(b) by ratea. ble distribution of· the special grant of 25% on the land cess 
now mad~; 

(c) by increasing this grant when circumstances permitted; 
(d) by taking over charg·.H in respsct of trunk roads; famine and- plague 

relief; local ve~ednary work, ~tnd any charges now incurred by t.he 
boards in reg<J.rd otrb police, registration of births and deaths, etc. 
Nor should rural boards be required to make any contribution in 
respect of provincial services for other items of provincial adminis
tration, or for assistance rendered to them by Government officers in 
the ordinary course of their duties. 

(8) \\!here paor districts required special ,grants from Government, these 
should be made in lump sums or as percent'agos of expenditure incurred on. specific 

. services and they should be given under a quasi-permanent settlement . . , 

"'(g) Di~trict board should not be· allowed to increase the land cess ·beyond 
one anna in the rupee on the annual rental value. and sub-district board should 
not raise any separate land cess. Otherwise, rural boards should be able to levy 
rates and fees at their discretion within the limits laid dow'n by law. Where no 
definite limits have been prascribsd the sanction of the Commissioner of the 
Divisbn should be required to chang~s in the rates. 

(10) Sub-district boards should receive a fixed proportion, generally o~e~half 
of the land cess rait:ed in their areas and certain sources of miscellaneous revenue. 
Additional resources would come from g-~ants distributed by the dit;trict 
board. · 

(11) The principal ite~ of reveuue of the district board would be· the 
rest of the land cess less the amot~Jlt to be assigned to village•pancbayats; cettain 
miscellaneous receipts and grants from Government. Such monies as are not 
required for direct district bbai:d services should be distributed among the sub
district boards with reference to' their varying needs. 

(12) Rural boards should not be buucd to spend specific proportions of 
their inc.Jme on particular services. Su.b~district boards shoul.d.not ha.ve borrow· 
ing r-owers. District . boards may borrow under _..Present conditiOns. 
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(13) Rural bJards, whether district or sub·district, should have full power 
to pass their own budgets. Tbey should, however, maintain prescribrld minimum 
balancas, which should not be drawn on without the sa"Jction. of the Commissioner 
of the Divi3ion in the c1;;e of district boards and of the district board in 
the case of sub-district boards. 

(14) The sanction of the Commissioner of the Division should be required 
in regard to the appJintment, removal and salary of district board engineers, 
paid secretaries and health. officers where these are entertained. Otherwise the 
only outside- control ever rural boards in establishment matters should be 
the promulgation by the Provincial Government of model bye-laws or schedules, 
laying down genera,} rules in regard to such matters as leave, acting and tra
velling allowances, pension or provident funds and the maximum salary to be 
given to officials of various classes. Departure from these schedules F>hould re· 
quire the sanction of the provincial government, or of the Commissioner of the 
Division in salary matters. 

C-Municipalities 
(1) Municipalities should have the same full powers as suggested for rural 

boards in respect to the services assigned to them. 
(2) They should undertake primary education and may-if they are able 

and willing to do so-devote money to middle vernacular schools. Otherwise, the 
Government should relieve them of any charges which they now have to incur 
in regard to secondary education, hospitals at district hea.dqua.rterd, famine re
lief, police, veterinary work, etc. 

Nor should they contribute for services which are made provincial, or be 
made to devote specific proportions of their income to particular objects.* The 
Commission was of the view that municipalities should bave- full discretion as 
to ·the application of their' revenues to the services which they had to render 
to t~c public. 

(3) While the Gommission did not propose that municipalities should 
receiv~ ar:d regular subvention from Government, corresponding to the 25 per cent. 
on. th"Ei land cess given to 1 ural "'ooards, they thought that municipalities should 
receive, ' assistance in respect to specially large projects, such as those 
concerned with drainage or water supply; and in the case of the poorer munici
palities some subvention for general purposes would probably be required. 
Grants of this latter description should, as in the case of rural boards, be of a 

. pr!).oti<;ally permanent character. 
It is interesting to note that the Commission were not in favour of regular 

gran~s-in·aid ~o municipal funds, except for large projects mentioned above . 
. This was on the ground that municipalities are mora advanced and more wealthy 
than rural areas and that in their case they recommended the withdrawal of 
existing restrictions on powers of taxation. 

· (4) In regard to taxation the position at the time was that a municipality 
could not levy a tax or charge provided for in the municipal law, or vary the 
l'&te of incidence, without the sanction of the provincial government, as in Madras 
or-of the Commissioner of the Division, as was \1Sually the c~se in Bombay. ' 

'.l;'he Commission recommended that municipalities should have full liberty 
to impose or alter taxation within the limit~ laid down by the municipal laws · 
but that where an Act did not prescribe a maximum rate, the sanction of a~ 
outside authority should be required to any increase in taxation. Such autho-

-- -·--------------
*The. Commission said t;hat in the Punjab, muoicipalitit>s had, like ruJul boards, 

been .s~bJected to. orders la);"tng down speific · p• rct>ntnges of their income which must 
be appllt'd to particular services; and in the United Provinces municipal councils had 
to c!evote a certain prorortion of their r~venues to education. 
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rity would ordinarily be the Commissioner, but in the case of cities it should 
be the provincial government. Mr.R.C. Duth, a member of the Commission, thought 
that the sanction of the Local Government, or preferably of a special Local 
Government Board, should be necessary to any variation in municipal taxation, 
in order to prevent frequent changes in rates which would be harassing to the people. 
· Similar outside control should be required (as was usually the case) where a 
municipality desired specially to exempt any person or class of persons from 
municipal taxation. 

(5) Government control over municipal borrowing · should continue, and 
any permanent alienation of municipal property, or lease of the same for periods 
of seven years and upwards, should require outside sanction. 

{6) ·Subject to the maintenance of prescribed minimum balances, murici· 
palities should have a free hand in respect to. their. budgets. 

(7) The control of municipalities over their establishm~nts should be of 
the same character as suggested for rural boards. · 

(8) In· some of the larger cities 'it might be desirable~to vest the executiv&. 
administration in the hands of •a full time nominated official, apart- from the 
chairman of the municipa.l council. Such an officer would, however, be subject 
te the control of tbe council as a whole, and of a standing committee thereof. 

(9) The Corporations of the ?residency towns should all have powers as 
large as those which the Bumbay Municipa.lity posFesFed. 

· (10) Where it was considered expedient that hospitals and educational 
institutions in a Presidency town should be directly controlled by Government, 
the municipality should not be forced to coutribute thereto . ... 

47. Mr. Gokhale's Resolution in the Indian Legislative Council. While 
the report of the Decentralisation Commission was under consideration, a resolu·· 
tion was moved on 13th March, 1912 in the Indian Legislative Council by. the 
Hon'ble Mr. Gopal Kishna Gokhale in the following terms:-. 

"That this Council recommends to the Governor General 
in Council that . a Committee of officials and non· 
officials may be appointed to enquire into the adequacy 
or otherwise of the resources at the disposal of local 
bodies in the different provinces for the efficient per
formance of the duties which have been entrusted to· 
them, and to suggest, if necessary, how the financial 
position of these bodies may be improved." ' 

Mr. Gokhale, in moving his resolution, said that though the Deoontralisation 
Commission went at some length into the general question of local self-government; 

its enquiry into the adequacy or otherwise of the resources at the disposal 
of local bodies was extremely slight. He adde:i that local self-government con• 
tinned to be where it was carried by the late Marquis of Ripon. There were 
altogether 717 municipalities in the country, 197 district boards and 
about 517 sub-district boards. 'faking the four leading Municipal Cor
porations of Bombay, Calcutta, Madras and Rangoon, their total revenue· 
was Rs. 2! crores. The avera~e revenue of the remam10g 713 muni· 
cipalities was only about Rs. 55,00Q each. The incidence of taxation was highest 
in Rangoon, being Rs. 11.61 per head ; Bombay City came next with Rs. 10 
per head ; Calcutta followed with Rs. 8.5 and Madras came last with a little 
over Rs. 3 per head. In the remaining mofussil areas, the ave~age was about 
Rs. 2 par head in Born bay, Punjab, Burma. and the North West' 
Frontiet; in the.- Central Provinces it 'was Rs. 1.75; in the 
United Provinces a.nd Bengal it was a little ov:er E,s. 1.5 ~t,nd in Ma.dra,a 
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it was only Rs. 1.33. The munfc(palities had power of tantion with!n certain 
limits, with the· previouq sanction of the l'1C3.l governm•:mt .. The rural boards 
had no power of ta.xatbn ; they were limited tn the one anna cees. In rayat
wari a.re:1.s it was levied on the Governme:1t assessm"lnt, and in other areas 
it was assessed on the annual rental valu9 of land. ThA total revenue from 
taxation from provincial rates in rural areas w..t.s about Rs. 2.33 crores and 
a.Ttother Rs. 2.5 crores was received from various R<~urce!'l, including a small 
grant from Government. This gave an incidence of le3s than 4 annas per bead. 
The heal boards, moreover, did not. get the entiro proceeds of this one anna. 
cess in all the provinces. In the United Province;;, one-third was taken by 
Government for village chowkidari police and, in the Punjab, 20% had to be 
paid to GovernmAnt for general !'ervices. In Bengal, a portion went t,1 Government 
lor public works cess, and in the Central Provinces, only 5% of the land revenue was 
levied as the one anna cess and went to local b0dies. The res')urces of loc:1l bodies 
were pitifully unequal to a pror•er performance of the functions enkusted to them. 

·Only about 3% of the towns had got a filtered water supply and even a smaller 
proportion had g0t efficient draina~te. In villa~e3 over the greater pa;rt of the country 
good potable water was a crying want. The total number of hospitals and 
dispensaries in the· country was le~s than 2,700 and disease carrie-:1 away annu
ally large numbers of people, at le1st one·third of which mortality ought to be 
preventible with better sanitation and water supplv. This resolution was looked 
uTnn wibh disfavo.,r hy the grwernment of the dn.'l", which ha.il an official majo
rity in tl.e Council. Rather than see his resolution defeated, Mr. Gokhale with
drew it on rece:iving an assurance from the Finance Member of the Government 
of India. that the views expressed, at the meeting would receive due considera.· 
tion when dealing with this question. 

While withdrawing his resolution, Mr. Gokhale said that he was quite sure 
that B'lme day or other the Government wuuld have to m'l.ke an inquiry into the 
subject. The Local Finance Enquiry Committee is the first all-India tCommitttea 
app'linted to consider this subject, albhough there have bean committee"! in several 
provinces which have g0ne ints;J U:e question as _affectbg local bJdies in their 
areas. 

48. Government of India Resol..:.tion of 1915. The views of the Govern
m·:mt of Innia. on the proposals nf the Decentrali;~a.tion Commission were embodie:l 
in a resolution dated the 28th ApJil,. 1915.* In this resolution the Go··nrn· 
ment of India referred to 'the smallness and inelasticity of loc,\l revenues' ani.t 'the 
difficulty of devising further forms of taxation' as some of tbtl factors which imreded 
thfl free and full development of local self·gove:-nment. 

49. The total income of 701 municipailites (excluding Presidency towns and 
Rangoon) at the close of 1912-13 was Rs. 4,92,42,675 or an average of about 
Rs. 70,245 a. year. This compared favourably with the total income of Rs. 
2,76,61,215 for 7 53 municipalities in 1902·03. 

50. Municipal income and expenditure. The following .;,tn.tements show 
the prop::>rtions under various beads of municipal income and expenditme respec· 
tively in the different provinces for the year 191_2-13 =-

---------------------------------------
t The question of locnl taxation which jq an imprortant part of local finance, wa3 

dealt with in the Report of the Indian Taxation Enquiry Committee, 19 q-25. 

• Government of India, Department of Educ·1tion, No~. 55-77 (~Iunicipalities) dated 
the 28th April, 1915. 
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51. Municipal Taxation. The m1st impo;tant taxes in forca in 1912·1? 
(as well as now) were octroi duties, levied principally in Bombay, the Untle 
Provinces, the Punjab, the Central Provinces and the North· West Frontie!' 
Province, and the tax on houses and lands which held (and still holds) the chief 
place in the other provinces as well as in Bombay City. A tax on professions and 
trades yielded a considerable revenue in the provinces of Madras, Bengal, U. P. 
and the C. P. A pilgrim tax, which is o. form of terminal tax, was imposed in 
Bana.res, CJ.lcutta, Hardwar, Ayudhia and Tha.neshwar. 

52. The Government of India did not accept in full the re~·Jmmendation of 
the Decentralisation Commission that municipalities should have full liberty to 
imp:>se or alter taxation within the limits laid down by the municipalla\VS, but 
agreed that the sar.ction of an outside authority to any increase in taxathn should 
be required. where the law did not proscribe a maximum rate. It was pointed out 
that maximum rate3 were prescribed in the Madras, Bengal and Burm9. Acts, and 
in the Punjab, U. P. and C.P. so far as regards• the tax on buildings and lands, but 
none was laid down in Bombay. One objection wa.s that if such a power we.·e 
given, a municipality might reduce its taxation without due consideration to the 
needs of the administration and the security of loans. The Government of India, 
while r~cognising the force of such objections, were, on the whole, in general 
syrppathy with the Commission's recJmmeodations. They thought, however, that 
power to va.ry any ta.J; might ba resflrved by such provincia.! gwernments a.s ware 
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unable to accept in full the recJmmendation of the Commission and that in the case 
of indebted municipalities the previous sa.!lction of higher authority should be 
required to any alteration of taxation. 

53. The municipal boards had by this time bean relieved of all charges for 
the maintenance of police within municipal limits, as -also from financial 
responsibility for famine relief. The principle was also ge::~eraly accepted that, in the 
event of severe epidemics, they should receive assistance from Government.· 

54. Municipal control over services. The CJmmission recommended that 
if a municipal or rural bJard"had t:> pay for a service it should control it, and that 
where it was expedient that the control should be largely in the hands of 
Government, the serv!ce should be a provincial one. The Government of India, 
while not prepared to accept the proposal in full, approved it in a somewhat modified 
form. They considered that char~ should be remitted in cases where a. local 
body contributed to Government for services inherent in the duty of supervision 
a.nd control by Government officers, or for services-which could not expediently be 
performed except by Government agency. 

. 55. Control over municipal budgets. Commenting on the minute control 
exercised in some provinces over municipal finance, the Decentralisation Commission 
recommended that municipalities should have a frea hand With regard to their bud· 
gets ; the only check required should be the maintenance of a. minimum standing 
balance to prescribed by the provincial gJvemmaut. They acknowledged that relaxed 

. control might lead to mistakes and mismaugement, but they were of opinion that 
municipal bodies could attain adequate financial responsibility only by the exercise 
of such powers and by having to bear the consequences of their errors. Owing to 
divergence of opinion among provincial governments on this point, the Government of 
India issued no definite instructions, beyond saying that they regarded the 
recommendations of the Commission as expressing a policy to be steadily kept in 
view and gradually realised. 

56. Control over sanction to works. The Dacentra.lisation Commission wars 
of the view tba.t the restrictions on municipalities which required outside sanction 
for works estimated to cost mora than a certain .a;'.lount should be removed but 
that Government should scrutinise and sanction estimates of projects to be carried 
out from loan funds. On this point also the Government of India issued no definite 
instructions, beyond saying t.hat they were in favour of extended freedom for local 
bJdias, subject, where necessary, to proper precautions -against extravagant and 
illcJnsidered projects the precise extant of relaxation of existing restrictions they 
left to the provincial ~overnments. 

57. Control over municipal establishment. The Commission recommend: 
ed that the degree of outside control over municipal establishments should be 
relaxed, that the appJiotmant of municipal secretaries or other chief executive 
officers, of engineers and health officers, where these existed, should require the 
sanction of the provincial gwernment in the case of cities, and of the Commissioner 
of the Division elsewhere, and that tba same sanction should be required for any 
alterat.ion in the emoluments of these posts, and for the appointment and dismissal of 
the occupants. As regards other appointments, the Commission proposed tha.t 
the provincial governments should. lay down for municipal boards general rules 
in respect to such matters ll:s le:lve, acting ar:d travelling allowances, pensions or 
provident funds and maximum salaries, and their sanction should be required for 
any deviation therefrom. 'Ihe Government · of India, while considering that 
gJvernment control over other posts might reasonably be relaxed, accepted the 
view that outside sanction should be required to the !l.ppointment or dismisss.l of 
secretaries, engineers and health officers. 
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58. Financf:s of district boards. Comin!! to the financial condition of 
district boards, the Government of India observed that their funds were mainly 
derived from a cess levied on agricultural land over and above the land revenue, 
with which it was collected and not usually exceeded one aQ.na in the rupee(6i%)on the 

. annual rent value. Since 19J5 this income bad been specially supplemented by a. 
Government contribution amounting to 25 per cent. of the then existing income. 
Besides this, special grants were frequently made to district boards by provincial 
governments. 

E9. Up to 31st March 1908, the proceeds of the. local fund cess were includ
ed in the general revenue3 and assignments from them made to the boards. From 
April 1908 the accounts of the district boards were excluded from the general pro
vincial accounts, and their funds treated independently in the same way as munici· 
pal funds. The total number of district and sub-district boards in 1912-13 was 199 
and 536 respectively, with an aggregate income of Rs. 5,68,08, 292. Prior to 1913 
the district boards of Beveral provinces did not receive the whole of the land cess, 
For example, the cess in Bengal and Bihar and Orissa was divided into two parts, 
namely, the road cess and the public works cess. The dristrict boards only 
received the road cess while the ·public works cess belonged of right to the prcr
vincia.l Government, which returned, however, a. portion in the shaJ>e of discretio· . 
nary grants. In the other provinces, e.g, the U. P. the Punjab and the North·· 
west .Frontier Province, considerable deductions were made by the provincial/ 
governments concerned from the cess for various purposes. In 1913 the Central 
Government made assignments to the provincial governments concerned, to enable 
them to band oyer the entire net proceeds of the cess to the boards.f The relief· 
thus giveri"amounted to Rs. 82,33,000 a year and the provinces which benefited 
were Bengal, U.P., Bihar and Orissa, and to a smaller extent, the Punjab and the 
N. W. F. P. The income of district boa.rds in Bengal, the U. P. and Bihar and 
Orissa increased mainly by this measure by 44, 43 a.ud 55 per cent, respectively 
in the year 1913-14. 

60. Income and exp~nditure of district boards. Apart from the cess, 
the boards had other sources of income. suc)l as cattle pound receipts, educational 
receipts, medical receipts, toll~ from ferries and bridges, and contributions for 
specific purposes from the provincial funds. The expenditure of the boards was 
chiefly for roads and bridges, hospitals, vaccination, conservancy, drainage, water 
supply, primary education, ma.rkets and rest houses. The following statement 
shows the proportions under various heads of income and expenditure of the district 
boards in the different provinces for the yea.r 19 L2·13 ;-
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CHAPTER II 

61. Power to raise ceues. On the recommendation of the Commission 
that district bauds should not b3 empowered to raise the land cess beyond one 
anna in the rupe9 on the rental value, the Government of India did not consider 
it necessary to mJ.ke any pronouncem9nt, as under the: conditions th'en obtaining 
ar{y proposl.l to raise the limit impJsed by the law required the previous sanction 
of the Government of India. 

62. Contr.>l over district board budgets. Tba Commission recommended 
that rural boards should be given full power to pass their budgets subject only to 
the maintenance of a prescribed minimum balance. This procedure was already 
in force in the province of Bombay. Other provincial governments were not pre
pared to accede to this complete removal of restrictions, although some of them 
proposed some relaxation in the existing rules. The Government of Jndia were of 
the view that the restrictions on the powers of the bos.rds should gradually be 
relaxed with due regard, to local conditions and requirements. The fact that an 
official was almost invariably president of a rural board and that powers of inspec
tion and control by certain officers of Government were provided under the Acts 
relating to rural boards should, ordinarily, they thought, be sufficient safegua.rda 
against gross inefficiency or mismanagement. 

63. Centro) over sanctions to works. The Government of India weHt 
unab!e to agree to the proposal of the Commission that the restrictions on rural 
boards with regard to estimates for public works E>hould be removed. They, 
however, accepted the view of the Commission tha~ in di;;tricts where there were 
sufficient works to justify the special appointment of a tra.1ned _engineer a district 
board which desired to entertain such an officer and could afford to pay him an 
adequate salary should be permitted to do so. 

64. Control of district boards over establishments. In regard to 
oontrol over establishments, the Government of India were of the same opinion as in 
the case of municipalities. 

65. Functions and finances of village panchayats. In regard to 
functions and finances of panchayats the view of the Government of India. were 
briefly as follows:-

(1) Experiments should be made in selected villages or area larger than a 
village, where the people in general agreed. 

(2) Legislation, where necessary, should be permrssive and general. The 
powers and duties of panchayats, whether administrative or judicial, need not and, 
indeed, should not, be identical in every village. 

. ~3) ~n areas ~here it was considered desirable to confer judicial as well as 
admmrstrative funcuions up::m panchayatf! the sa. me b )dy should exercise both 
functions. 

(4) Existing village administrative committees, such as villa."e sanitation 
and education committees, should ba merged in the village panch:yats where 
these were established. 

. . (5) .Th~ jurisdiction of panchayats in judicial cases sh~uld ordinarily be per
miSSIVe, but In order to provide inducement to litigants· reasorable facilities might 
.be allowed to persot:s wishing to have th~r cases decided by panchayats. For 
Instance, court fees, If levied, should be small, technicalities in procedure should be 
avoided and, possiblf, a speeJier execution of decrees permitted. 

. . (6) Po.wers of permissive taxation might be conferred on rancbayats, where 
desrrcd; subJect to the control of the local Government or Administration, but the 
devel?PI?ent .of the ~anchayat system should not be prejudiced by an excessiv(l 
association w1th taxation. 
·• . . . 
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(7) The reLltior{s of ~nchayat~ on the almini:>tra.th·a sida mth othar a.dminis· 
tra.t:Ye bJdies sludi be clearly defined. If they Were fina.nc....->d by aL,trict Or SUb• 

district bJards, :here could be m ubjec•i·)n to some supcrYisLm by such beards. 

66.. The Declaration of 20th August, 1317. After that cama the ddCb.
ratba of :; )~h AUc,"llst, 1917 regndir::g the future policy uf constitutional ad vane::~ 
in In«La.. In <nmmen:ir:g on this pronouncement, L1rd Ci.:.elmsford exrlained in 
the Indian lr_,gisbtiva Council oi1 5th September 1917, that the first road along 
which advance could be made t<>wards the prc-bressive realisation of rasponsible 
glvern!!lent in India was b the d0main of lxal self·gJvernment. Tc> n:J.ke local 
self-gwernn;ent re..1.lly repre:;enta:ive ar:d re:;ponsible the 'Montag-~ Chelmsford 
Report on India!l Constitutional Reforms, dated Ap::-il ~:2. 191'3 su~Jsted the follow• 
ing formula : 

" Thare should be, as fur as P'OSsible, .complete* popular 
codrol in local bJd.ia:~, and th:l larges£ possible indepen-
de:Jce for them of outsile control." · 

67. The Montagu-Chelmsford Report. The recommendations cf the 
:llontag~e-Chelmsford Rap)rt as re;:!ards the financial aspects of Iucal self• 
gJvernme:::~t t ware briefy as follows. In re.,"ard to municipalitias, the Report 
accepted the recommendation of the .Ddcentralisatbn Commission that municipui· 
ties sho.:ill have full libarty b imp--Jse a!!d a.lter taxation within the lim.i.t3 laid 
down by law, but th!l.~ where the la\V prescribe.l no maximum rata, the sanction 
of an outside authority shouiJ be required to any iccrease. In the case of _indebted 
muncipili:ies the s:l.nctio!l of hi~her authority should still be obtained before alter
ir::g a tax. The sa.m3 pJwar should ba given to rura.l boards by allowing them to 
lavy u~'3s and {035 within the limits of the existing Acts. Wherever a boa.rd paid 
for a servic:1 it t.huull c:mtrol such s3rrica ; and where it was expa.iien' that control 
shmld be hr~ply cantrai in th:1 ha.!ll3 of GJvernmant. tha s:Jryica shoul.I be pro
nucia.lise:l. If, fur enm;->le, a bn:l provided for civil w.:>rks or m:ldiC3ol relief, it 
ou:j1lt, subj:3Ct to such g3ueral priuciplds as the GJvernmant mi~ht prascrib3 t.J have 
rru.l o:mtrul over the funJs which it p~o>ided and not be subj~t to the coshnt dicta
ti.Jn, in matters of da:a.il, of g J\8[Q!ll6:J.t d~:;·art::J:e ltil.... s:mibrl~• I provi~cial g l\"8l"fi• 

mde1ts should give boards a frea hind ,.,;.~~heir badgat.:; subjact to the ma.iotena::ce 
of a minimum standing bala.c.ce, with the Lecass.t. ry re.;erva.tions iu the case of indeb
tedness or ag:llnsli gross default.. The gJvernment shoul.I discard the system 
of requiring local boG.:e:~ to devote fixed proportions of their ra>enues to rarticular 
objects of expenditure and should rely on retaining powers of intervention from out· 
sLh in cases of gross neglact or disregard. Llcal bOO.ies should a.lso be given 
CJntrol over their estab!i.:>hments except in regard to certain spechl officers as rae:> 
mmtmded by the Decentralisation Commission. The accepted policy should be to 
1\lluw the boards to profit by their own mistakes and to int~rfere only in cases of 
gross mismanagement. 

63. In re~:U"d to village panchaya.ts, the Report said that the prospect of 
their successful development must depend very largely on l.:JCa.l cor;ditions, and thst the 
fULc:i.:ms and powers to be allJtted t<> them must yary accordingly. But where the 
system pro>ed a success. they might be endowed with civil and criminal jurisdiction 
in pe~ty cases, some a.dministra.ti>a rowers as regards sanitation and education. and 
ptJrmissiva powers of imposing a local rata. They expressed the hope that, wher 
eYer possible, an effective beginning should be made. ~ 

69. Government of India Resolutico of May, .1918. In their resolution 
da.ted 16th May, 1913, the Government of India again re>iewed the question of 

*Paragraph 188 of the Report on Indian Constitutioa.U Reforms, 1g18. 

tPara~;raphs 19z to 198 of Report on Indion Co!l.5~itutional Reforms, 1918. 
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local self-government in the light of the declaration of 20th August 1917. They 
were of the view that in order to give effect to the new policy local bodies should 
be as 1·epresentative as possible of the ptlople whose affairs they were called on· to 
administer, their authority in the matters entrusted to them should be real and not 
nominal, and thay should not be subject to unnecessary control, but should learn by 
making mistakes and profiting by them. The views contained in t be Resolution of 
1915 were Jiberalised accordingly to the following ex:tent :-

(1) As 'regards powers of taxation of municipal boards, the Government 
of India in their Resolution of 1915 expressed general sympathy with 
the Decentralisation Commission's recommendations. They thought, 
however, that power to vary any tax might be reserved by such pro
vincial governments as were unable to accept in full the recommenda
tions of the Commission and that in the case of indebted municipalities 
the previous salilction of higher authority should be required to any 
alteration of taxation. The suggested proviso that provincial gwernments 
should have power to vary any tax practically rendered the general 
principle nugatory, as it enabled provincial g0vernments to decline to 
act upon it. The Government of India, on reconsideration, -were of 
the view that this prvviso should be given up in the case of boards which 
contain substantial elected majorities. As regards the further proviso 
with regard to indebted municipalities, the Government of India were 
of the view that it was undoubtedly sound. Where Government had 
lent money to a municipality or guaranteed repayment of its loans, 
the sanction of Government should obviously be required to any 
alteration in taxation which might reduce the municipality's resources. 
Subject to this proviso, the Government of India considered it most 
important that municipal boards should be allowed to va.ry taxation in 
the manner proposed by the Commission. 

(2) As regards powers of taxation of district boards, the Decen~ralisa.tion 
Commission held that district boards should not be empowered to 
ra.ise the land ce~ be.yond the then existing limits. The Government 
of India in their Resolution of 1915 did ~not consider it necessary to 
make any pronouncement on~he subject. Under the general principle 
indicated above in respect of municipalities the Government of India, 
on reconsideration, laid. down _a somewhat similar policy. Whers no 
limit was imposed by la.w on the rate of the cess, a change in the rate 
.at which the cess is levied should ueed the sanction of outside authori· 
ty but where a limit was imposed a rural board should be at liberty 
to vary the rate at v.:hich the cess is levied within the limits imposed 
by law without the interference of outside authority. 

(3) In the matter of control of servj~es paid for by local bodies, the Dacen
tralisation Commission propos'!ia that, if a. municipal or rural board 
had to pay for a. service, it should control it ; a.nd that, where it was 
expedient that the control should be largely in the bands of Govern
ment, the servica should be a provincial one. The Government of 
India, though not prepared to a.ccept the proposal in full, declared in 
their Resolution of 1915 that they approved of it in a somewhat m::Jdi
fied form. They considered tha.t charges should be remitted in cases 
where a. local body contributed to Government for service3 inherent in 
the duty of supervision and control by Government officers or services 
which could not expediently be performed except by Government 
&gency. Fur example, Governmant might properly cease to change for 
clerical establishments in the offices of supervision and control or for 
the collection of district cegses which it was clearly expedient to rea.li~te 
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along with the Government revenue. The Government of India, on 
reconsideration, were of opinion that in this matter it would be well 
to go the whole way with the Oommisshn, in accordance with the 
general principle that if local bodies have to raise funds for any 
particular object they should have the control of those funds. If a 
board is to provide, for instance, for civil works or medical relief, it 
ought, subject to such general principles as the Government may 
prescribe, to have real control over the funds thus provided, and 
should not be under the cons~ant dictation of government departments 
in matters of detail. 

As regards the power over budgets of local bodies, the Decentralisation 
Commission recommended that municipalities should have a free hand 
with regard to their budgets. The only check required should, in their 
opinion, be the maintenance of a mfnimum standing balance to be· 
prescribed by the provincial governments. They acknowledged that 
relaxation of control might lead to mismanagement but they were of 
opinion that municipal-bodies could attain adeqllate financial responsi· 
bility only by the exercise of such powers and by having to bear the 
consequences of their errors. Further check would be provided by 
the control which provincial governments would exercise over loans 
and by the power which should be reserved to compel a municipality 
to discharge its duties in cases of default. In dealing with these. 
proposals in their Resolution of 1915 the Government of India, while 
introducing exceptions suggested by various provincial governments, 
declared that, though they would accopt these reservations for the 
present, they nevert.beloss regarded the recommendations of the 
Commission as expressing a policy to be steadily kept in view and 
gradually realised. The Government of India, on reconsideration, 
expressed the desire that provincial governments should make every 
effort to attain the full realisation of t.ha recommendations in question 
as soon as possible. 

A similar recommendation was ma3e by the Decentralisation CJmmis· 
sion in respect of rural boards, and the Governmen_t of India in their 
Resolution of 1915 considered that the restrictions on the powers of 
these boards with regard to the general principle of budget expenditure 
should be gradually relaxed with due regard to local conditions and 
requirements ; the fact that an official would almost invariably be the 
chairman and that powers of inspection and control were retained by 
Government being sufficient safeguards against gross mismanagement. 
In this case, as in that of municipalities, the GJvernment of India ex-
pressed the desire that the recommendations of the Commission should 
be realised as soon as possible,. subject only, as in the case of muni
cipalities, to cJntrul in the case of rural boa.rds which were indebted to 
Government and in cases of gross default. 
As regards the specification of income and earmarking of grantl:l 
the Government of In.jia endorsed the recommendation made in the 
Decentralisation Commission's Report that the system of requiring 
local bodies to devote fixed portions of their revenues to ·particular. 
objects of expenditure should be done away with as un~uly limiting 
their freedom of action, subject, as indicated by the Commission to' 

outflide intervention in the cases of grave neglect or disregard, If the 
Government gave a grant for a particular object, the money must, of 
course, be supplied thereto_, but the Go\·er~m~nt of India endorsed the 
Commission's recommendatiOn that gra.Jats·m·a.ld should norma.lly take 
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the form of a lump grant or a percentage contribution towards specific 
services rather than be more definitely earmarkerl. If again, funds 
were raised locally for 1articuhr objects, they must necAs
sarily be applied to those objects; but ·otherwise, tho general principle 
laid down by the Commission was one which the Government of India 
wished to see ordinarily observed. 

(7) · In regard to sanction for works, the Decentralisation Commission 
proposed that existing restrictions on municipalities which requ~red 
outside sanction for works estimated to cost more than a certain 
amount should be removed, but that Government should scrutinize 
and sanction eBtimates of projects to be carried out from ban funds. 
In their Resolution of 1915 the Government of India observed that 
the majority of the provincial governments were prepared to relax the 
existing rules. in the direction of giving mora freedom to muuici pal 
boards, and the Government of India expressed themselves ia favour 
of extended freedom subject, \vhere necessary, to proper preca.u~ions 
against extravagant and ill~considered. proj :cts. 

With reference to- a similar recommendation made by the 
De::entralisation CJmmissian in respect of rural bo3.rds the Govern
ment of India in their R'3solution of 1915 expresseu the opinion that 
the grant to rural boards of full pJwers in the albtment of funds and 
in the passing of estimates could not for the pre:;ent at le<~.st be con· 
ce:led, hut the extent of the necaasary financial control might depend 
ln the case of rural boards on the competence of the statf employed, 
and where this varied it would not be desirable to lay down hard and 
fast rules for the whole of a province. The Government of India 
still adhered to the views expressed by them in 1915, but they 
desired to gl) somewhat beyond the gtmeral pronouncement then made 
and suggested that provincial governments, allowing for the necessarily 
different circumstances of different boards, should make a.rnatm bl 
advance in the dir~tion of the proposal made by the Decentralisation 
Commission. They thought tlHt it might be fuund conYenient t') 
arrange for this advance by a classification of bodies according to the 
character of their local technical staff, and to divide them into 
classes accordingly as sanction was not required, or was required, in 
the case of works '\vhose cost was calculated to exceed certain speci-
fied amounts. -

(8) In the matter of control over establishments of local boilies, it was 
also recommended by the Decentralisation Commission that the degree 
of outside control over municipal establishments should be relaxed, 
but that the appointments of municipal secretaries or other chief 
executive .officers, of engineers and health officers, where these existed, 
should require the sanction of the provincial government in the case 
of cities and of· the Commissi mer elsewhere, and that the same 
sanction should berequired for any alteration in the emoluments of 
these posts and for the appointment and dismissal of the occupants. 
As reg11.rds other appointment, the Commission proposed that the 
provincial government should lay do\vn for municipal boards general 
rules in respect to such matters as leave, acting and travelling 
allowances, pensions or provident funds and maxfmum salarieB, and. 
that their sanction should be required for any deviation therefrom. 
The system rec~mmended by- the Coi:nmissiori wa:s already substan· 
tially in forcein Bombay, a:uu almost· all the -provfncial governments 
expressed their 'willingness to relax outside" control_ov&_r the appoint· 
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ment of the sta.ff employed by loca.l bodies. The Government of 
India, on reconsideration, were of opinion that steps -should be taken 
to carry out the general recommendations of the Commission in respect 
of municipalities ; and that as regards rural boards, for which the 
Commission made similar recommendation, similar action should be 
taken. They considered, moreover, that the requirements of Govern· 
ment sanction to the appointment and dismissal of the special officers 
above mentioned might properly M accompanied by the right on the 
part of Government to require their dismissal in cases of proved 
incompetence. · · 

70. So far as village pa.nchaya.ts were concerned, ·the Government of Indi~ 
Resolution of 1918 looked upon them not as mere mechanical adjuncts of local 
seH-g.:Jvernment but as associations designed to deve.lop village corporate life on the 
basis of the intimacy existing between the inhabitants, who had not only common 
civic interests, but were also kept together by "ties of tradition.a.nd of blood. 
The need for making art effective beginining in the' "field was aL<>o ·impressed on 
provincial government's. It was suggested. 

(a) that village officiah should be associated with pancha.yats, other 
members being chosen by informal election by the villagers, 

(b) that their function should be to lo:lk after village sanitation, village 
education and petty litigation, both civil and criminal, 

(c) - that it ~:>hould be permissible, though not as the ·necentralis~tion 
Commission EUggasted universally necessary, that the panchayat' 
should receive soma portion of the land cess raised in their village. 
The pa.nchayat should ~so have voluntary powers of supplementary 
taxation, the proceeds of which would be devoted to the special purpose 
or purposes for which the ta11: was levied. · · · 

71. The Simo:1 Commission Rei)ort. With the coming into force of the 
·Gove-rnment of India Act, 1919, l0cal self-government became a transferred subject. 

From 1921, th~ref,)re, the implementatbn of the policy and princii)les formulated
in tl:ia Res0lutiou of May 1913 devolved on elected. Ministers and the Government of 
India ·ceased to issue any official instructions to provincial governments,: 
Under the Scheduled Taxes Rules, the ta.xes which could be imposed' by local bodies· 
were separated from those which c0uld be imposed for provincial purposes. A detailed' 
refernece to these rules will be found in the chapter on powers of taxation. A nnm·-

. her of Acts relating to local self-government were passed soori after the inauguration 
of the Reforms. In November 1922 an Act was passed in the United Provinces (Act 
X of:I~22) which conferred on district boards the power to impose tax~ on circums-: 
ta.nces- ·and. property and to increase the loca.l rata .. \.The general position relating:
to'jl\unicipal finance when the·Simon Commission dealt with the subject* is given: 
in p!loragtaph 315 of their R9p:>rt, Vol. I in the following terro.s :. 

"Municipalities are gi van a wide choice in the form of the 
ta.xes which they may levy. Octroi duties, terminal taxes, 
taxes on personal income·, fixed property, professions and 
vehicles, have a.U bee:q utilie:ed, while for particular 
services, such as education and water supply, special 
taxes or cesses lfre imposed. The Government's control 
in financial matters is limited generally to cases in 
which the interests of the general public. call for special 
pro(ecti-on. _It bas the right to alter a. municipal budge~. 
if. it considers that due provision has not. been made for 

'. . . - - . -· -

[The r-epo~t is dated May -27, 1930]. 
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loan charges and for the maintenance of a. working 
balance, and it may intervene in the administration of a. 
council by way of preventing or initiating action in 
matters affecting human life, health, safety or public 
tranquility. But these powers have been very infrequent· 
ly exercis,d." 

72. The functions of district boards were very much the same as those of 
municipalities, after allowing for the different conditions of town and country, and 
the powers of control and intervention by the provincial governments were similar. 
The finances of rural authorities are dealt with in paragraph 348 of the Simon 
Commission Report Vol. J, in the following terms:-

''The main source of revenue of rural authorities is a. 
tax or cess levied on the annual value of land and collect· 
ed with the' land tax, though this may be, and often is, 
supplemented by taxes on companies and professional 
men and by tolfs on vehicles. A very large proportion of 
the revenue of these authorities, however, consists of 
subventions from the provincial governments. These are 
given not only as gra.nts·in-a.id for particular services, but 
n•)t infrequently in the form of capital sums lor the pro· 
vision of works of construction.'' 

73. As regarrls village panchayats, their functions a.t the time the Simon 
Commission reported were :-

(1) to look after such matters as walls and sanitation ; 

(2} ~o look after minor roads and management of schools and dispensaries 
il.nd 

(3) in Madras also village forests and irrigation works. 
74 •. In some provinces, villagg panchayats were also given power to deal with 

petty civil and criminal cases .• Despite great efforts to establish those village 
authorities, the Simon Commission observed that it had not proved p:>ssible to 
progress very rapidly. Development had gone further in the United Province!l, 
Bengal and Madras. Outside these provinces, the movement was completely in it 
infancy. The common obstacle was tbe refusal of the villagers to have anything 
to d~ with the constituting of a. fresh taxing authority. 

75. , As against the grant of freedom stressed in the Government of India. 
Resolution of 6th May 1918, the Simon Commission stressed the need for control 
by the provincial gJVernments over local sell-government authorities. They pointed 
out that in Great Britain the state of efficiency of local government was large! y due 
to ever increasing pressure by the departments of the central g0vernment. ''By 
numerous administrative device~, by inspection, by audit, by the giving of grants
in-aid on conditions ensuring efficiency and by insisting on standards of competence 
in the municipal staff, the llCa.l Government Board and its succ3ssor, the Ministry 
of Health, ba.ve steadily raised the standard of administration in our local autho
rities., •• ,." It is signific!l.nt that where, as in Madras, the authority a.t the head
quarters of the province has made use of a. system of speoifica1ly earmarked grants· 
in-aid to keep a. controlling hand on district board administration, the fall in effi
ciency bas been far less.'' 

76. In relation to the financial difficulties of local bodies the remarks of the 
Simon Colllmission have great force avec to this day and &re worth qu:~ting : 

"It is a. commonplace of administration in India. that financial 
resources are generally quite inadequate to meet r.eeds and this is 
speoia.lly true of local self-government. Undoubtedly one of the 
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. rea.sons for the failure to develop a. trained municipal personnel is the 
poverty of the municipalities and the district boards. But it is not 
only actual poverty which cramps their resources but the reluctance 
of the elected members to impose local taxes. This is a. feature by no 
means confined to India; indeed the \\<illingness of a. community to 
impose high taxation on itself for common needs is proof of a. very 
advanced civic consciousness. In rural India, the method of financing 
district boards is, as we have seen, by an addition to the land tax. 
It is naturally difficult to get bodies composed of land·holders to 
increa.c;e the burden on themselves, and the tenda.ncy is to refrain 
from adding increased cesses and to demand largar subsidies from the 
provincial government. The system of grants·in-aid has done much in 
our own ce>untry to stimulate the development of particular services, 
but such grants are generally m:Kle ·conditional on the imposition of 
adequate taxation and the accepta.nea of a. considerable measura of 
central control by the local authorities themselves. In India, the 
giving of grants, often unconditionally, to local authorities has gone so 
far as to divorce control of policy from financial responsibility. In 
Bombay, government grants amounted to nE'arly 60 per cent. of the 
revenue of district boardR. · 

While the rural authorities have the advantage of the machinery 
of ravenue for the collection of their basic source of income, cess on 
land, municipalities adopt a. varitey of expedients for ra.ising revenue. 
The most disturbing feature, however, is the failure to collect the 
direct t~xes imposed. In Great Britain, a muncipality expects to rullect 
up to 98 or 99 per cent. of the rates imposOO: by it, and a. drop in collec· 
tion to 95 per cent. welJ.ld be subject of very close enquiry. But in muni· 
cipa.lities in India. since the reforms, uncollected arrear!:! have been 
mounting up to very large sums. This feature is referred to by almost 
every provincial government in reviewing the work of the municipalities, 
and it is clear that there is great laxity)n this respect; Another nry 
ganeral criticism is directed to the prevalence of embezzlement by 
employees. This is clenly to some extent the· re:,ult of. the failure to 
pay salaries sufficiently high to secure trust-worthy officials. But 

. it is also due to carelessness, want of system a.nd inefficient surer
vision. Generally speaking, the management of the finances of 
local authorities has deteriorated since the Reforms, and this laxity 
is not adequately corrected by such powers of audit as the provin· 
cial governments possess." 

77. The Government of India Act 1~35 and after. With the inaugu~ 
ration of provincial autonomy in April 1937, local self-government received a 
further impetus and several Acts were passed by the Provincial Legislatures 
practically in every provinll6 with the obje~t of widening the powers and functions 
of local bodies. With the achievement of indepsndence, this process is still going 
on. The stress now is more on building from the bottom upwards by the establish· 
ment of village panchayats arid endowing them with real po\vers. 

78. Article 40 of the Constitution of India says that the State should take 
steps to organise village pa.nchaya.ts and endow them with such powers and authority 
as may be necessary to enable tht3m to function as units of self-government. 
In every State that \VO visited, we found that village pacchayat Acts had already 
been passed or new hills \Vera under active consideration. It is understood that 
there are nearly SJ,OOJ village pa.nchayats functioning in the country today, 
35,0()() or a little less than half, are functioning in U. P. a.lone: The U. P. 
Government describe this scheme as a. bold exparimep.t in the rea.lm of local self· 
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government. And so it really is. Much wider powers and duties have beJn 
a.ssigued to these small institutions than were contempla\ed in the pa.st. Elec· 
tions to Ga.on Sabha.s were held in February 1949 anq the U. P. Goveromant 
provided them with necessary funds for the first six months to give them a. start. 
There is in U. P. a. big administrative organisation for inspectiun and supervision 
of these pa.nchayats, for which a. provision of Rs· 36,19,5 JO was made in tha 
budget for the year 1950·51. An account of financial resources of village pa.nchaya.ta 
is given in a. separate chapter of this report. · 

79. So far as the financial resources of municipaliLies and district boards 
are concerned no enlargement was made during this period and the ta.xe3 which 
local bodies levied after the coming into force of the Government of India. Act 1935 
were more or less the same as in the days of Lord RipJn. On tlie other hand, with a 
widening of functions there was a restriction of financia.l powers. The demarcation 
of taxation between provincial and local which prevailed during the entire period 
of the Montagu-Chelmsford reforms was done away with. Cdrtain t:ues such a.s 
the termina.l tax, the taxes on trade3, callings and professions and the tax on cir
cumstances and property were subjec~ed to new re3trictions. Under the Govern
ment of India.Act 1919,* terminal taxes ou rail-borne g IJd; and pa.ssengarS' were 
included in the provincial list. But with the grant of autonomy they were trans
ferred to the central list. After April1937, terminal taxe3 0:1 golds and passangerJ · 
could only be levied and callectad by the Cantral Govarm:rie.1t, though the proceeds 
thereof ware assignable to provinces. 'rhosa municipal h·nrds which we:e a.lreJ.dy 
levying the terminal and pilgrim taxes before April1937 were 'all 1wed, by virtue 
of the saving provided in section 143 (2) of the Govarnme:::1t of India. Act, to conti
nue to levy either or both,. as the case may be, until a provision to the contrary 
was made by the Central Le~islature. They could n:Jt, however, incre:ua the 
existing rate:t of terminal tax on any article, or add a new item to an existing 
schedule, with tha result that the revenue from such taxes rem~inod static over a. 
series of years. Applications from bc:~.l bodies for the levy of terminal tax and 
piligrim tax were a3 a rulg refused by the Government of India, with tho result 
that municipalities began to reiJlace terminal taxes by octroi duties. 

SO. As regard taxes on trades, callings and profession.;;1, thera was no restriction 
under the Acts of the various provincial legislatures on the powers of local bodies 
as to the amount of tax laviabla by them, but by an amendment to the Govern• 
ment of India Act, 1935 their levy at an amount in excess of Rs .. 50 "per annum 
from any single assessee was prohibited by section 142-A of the Government of 
India Act read with the Professions Tax Limitation Act 1941, which \V&S passed by 
the Cantral Legislature. Under the latter, the profession tex levied by the 
Calcutta Corporathm, the Circumstances and Property Tax la·.ied by certain 
municipalities in the U.P., the Profession Tax levied by the municipalities in C.P. & 
Berar and the tax on trades, professions and callings under sub-section 1 of section 
123 of the Bengal Municipal Act were exempted. mherwise, all profession taxes 
were subject to the limit of Rs. 50 par annum for any single assessee. This 
eaused specially heavy loss:Js to local bodias in Madras which Wdre levying profes• 
sion tax up to a maximum of Rs. 1,00) in the Madras C,Jrp)ration and Rs. 550 
per annum elsewhere. The Madras Government had to par compensation of Rs. 
12lakhs per annum to local bodies affected by this chang~. L;cal bodies in other 
provinces bad simply to reduce their income and received no compensation from 
their provincial governments. 

SL So far as the powers of taxation were concerned, the provincial govern· 
meats did not, as a rule, grant wider powers as recommended by the Decentralisa.· 
tion Commi~sion and endorsed by the Government of India in their· resolution of 

. •~erminal taxes on passen~ers are commonly known as pilgrim.ta:xea. 
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16th May, 1918. Generally, every fre:;h prop:lsa.l for 'taxa.tion, for reduction or 
abolitbn of an existing tax continued to be subject to the previous sanction 
of 'be provincial goyernn::ent. Not only this but many of the provincia.! 
g.::>vernme:1ts. finding p3rh'lps th'lt bell bJlies WJre unwilling to exercise 
such powera of taxation as they possessed, obtained through the legislature specia.l 
powers to direct imp:>sitiou of tua.tbn in emergencies in the interest of public hea.lth 
and safety or b prevent grave detriment to the public interest. As pra.ctica.lly every 
local body was· dependent on grants-in-aid, the system was further strengthened 
and with this widening of the system of grants-in-aid greater scrutiny over the 
budgets l'lf expenditure b3Ca.ma inevitable. Provincia.! governments sometimes 
used this power of giving grants-in-aid to compel local bodies to do certain things 
or to absta.in from doing certain others under the threat of with-holding grants-in· 
aid on failure to e::>mply with their directions. In this manner they obtained 
eontrol both over income and expenditure p:>licies of the local bodies, which they 
did not possess prior to 1st April 1937. This tendency was augumented by the 
heavy rise in prices after world war II, when local bodies found it impossible to 
balanee their budgets. They ware forc9d to raise the sca.les of pay of their staff 
or grant deuness a.llowa.nces to them and such increase of expenditure they could 
no' meet without financial assistance from tl:e provincial governments. The posi
tion, therefore, today is that in matters of finance the control of the provincial 
governments over local bodies is very substantial. 

82. Incidence of taxation and. talal inco:ne per capita. The incidence 
of local ta:u.tion and tota.l inoome per head. of p::>pulation for alll04lU bodies for the 
year 1Q4:5-1Q4T i• aiven in the statement below=-
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STATEMENT SHOWING THE AGGREGATE POPULATION, TOTAL INCOME, INCOME FROM TAXATION AND 
PER CAPITA INCIDENCE OF CITY MUNICIPAL CORPORANIONS, MUNICIPALITIES AND DISTRICT 

BOARDS FOR THE YEAR 1946·47. 

Description of local 
body 

Number Population Total income 
from all 
sources 

Rs. 

Income from taxation Incidence per head of 

Amount 

Rs. 

' population 

Percentage Total income Income from 
to the total from all taxation 

income resources 
Rs. As. Ps. Rs. As. Ps. 

Remarks 

----------------- ------ --------- --------- ----------
123,521,810 89,242,505 4:,755,547 1. City Municipa( Cor· I 3 

porations (1947-4:8} 

2. Municipalities 628 21,946,887 151,819,055 104,094,627 

3. District Boards •.• 176 204,522,250 155,531,309 52,228,921 

72.24: 

68.56 

33.58 

25 15 7 

6 14- 7 

0 12 2 
-----t--------1 ---------1--------1----- ---

797 231,224,684: /430,872,174 245,566,M3 Total ···/ 
----------------'----------------------~----- --- -- -- -- -- ---

56.99 1 13 1 

4 11 10 

0 4 1 

1 0 11 



lUSTORY OF LOCAL FINANCE 

It will be seen from this statement that the incidence of taxation for a.lllooa.l 
ho<lies taken together was a.s low as Rs. 1-0·11 per head of population. When we 
consider the income: from all sources, the incidence is only slightly ·larger, viz., 
Rs. l·liH. 

From a report recently issued by the Economic Advisor t.> the Government 
of India. on the National Income of the Indian Union Provinces in 1946·47, it 
appears that the total net national income was Rs. 5,580 CI·ores. The total esti· 
mated population was 244'4 millions. This gives a. per capita income of Bs. 228. 
The incidence of local taxation is, therefore, less than half per cent. of the per capita. 
national income. 

(a.) City Corporations. 

Incidence of taxation and income. The incidence of taxation and tot&J 
income per capita in the three Corporations ol Madras, Bombay and Calcutta from 
1894·95 to 1947-48 is given below:- · 
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MADRAS BOMBAY CALCUTTA 

~---

Year Incidenea Incidence Incidence Incidence Incidence Incidence 
of total of taxa.· of to~a.l of taxa.- of ~otal of taxa.-
income ~ion income tion income tion • 

Rs. Rs. Rs. Rs. Rs. . Rs. 
0 

1894-96 2 6 11 2 0 3 11 H: 10 6 12 7 6 10 10 5 0 10 llt 
1907-08 5 0 6 2' 11 8 12 5 5 10 14 7 8 9 6 6 1 5 1:>-

"0 
~ 1918-19 7 5 5 5 0 5 17 15 a 15 11 5 14 0 4 10. 2 5 ~ 0 

1952-26 13 1 0 
.., 

10 6 26 1 1 23 2 8 19 0 !) 15 l 7 ~ I 

1932-33 10 4 10 7 0 8· 25 13 8 22 1 1 19 1 9 15 12 2 .... ... 
1935-36 11 3 7 7 4 2 27 14 5 22 5 1 21 2 0 17 8 o· 
1939-40 12 0 5 8 6 2 29 13 11 24 . 11 11 22 6 2 18 ' 10 ,7 
1940-41 10 11 7 7 9 7 23 1 15 19 13 7 22 3 8 18 5 0 
1946-47 16 2 2 10 2 3 36 0 10 30 10 11 13 0 2 8 4 0 
194:7-48 20 0 8 10 15 0 44 6 5 36 2 6 19 12 11 11 7 3 

(N.B. The sources of tax and non-~ax revenue of the three Corporations are not identical). 
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It will be seen that the incidence of taxation is highest in Bombay City, 
next comes Calcutta. and after that Madras. The ineidenQe of taxation has in• 
cresased five times during the padod from 1894-95 to 1947·48 in Madras, nerly aix: 
time in Bombay and over two times in Calcqtta.. When we look to the tota.l income 
the incidence is in the following order :-

Bombay, 

Madras, 

Calcutta •. 

Calcutta. which occupied the sec:md place in regud iio i .1cidence of ta.xa.tion 
occupies the third place in regard to incidence of total income. This mea.ns 
that other sources of income are mJre highly developed in the Ma.dra.s Corpora.• 
tion than in the Calcutta. Corporation. The Bombay Corporation retains the 

- first place both in regard to incidence of tot1.l income~as well as of taxation. . 

The incidence of taxation in the City CorpJratiohs is -naturally higher than 
in oth_. municipalities (as will be seen from the paragraph below) and conse
quently the standard of amenities provided is also much higher. 

(b) Other Municipalities. 

The incidence of taxation in other mu:1icipJ.litie:~ per he1od of popuJa,'tion iq 
19~6-47 was Rs. 4-11·10* 

Figures for previous years a.re given below :

Year 

188Q-81 
1887-88 
1890-91 
1895-96 
1900.01 
1918-19 
1921·22 
1929-30 
1931-32 
1940-41* 

l 
r 
I 

J 

Pre-paration 

Incidence of taxation. 

Rs. As. Ps. 
0 13 1 
0 14 1 
0 14 4 
1 1 5 
], 3 4 
4 0 0 
4 9 11 
6 9 11 
5 8 8 
4 0 6 

The incidence shows au upwa.rd- tendency. Between the years 1900•01 and 
1918-19 the incidence increased four times. The rate of increase has since slackened 
a.nd has not kept pace \Vith the large increase in prices bet,veen the years 1938 
and 1949. 

The incidence of total income per head of population for other municipalities 
is given in the statement below :-

--------------------- -------------
•Fi~ures relatl" to lndia as! after partition. 

41 



INCIDENCE OF TOTAL INCOME PER HEAD OF THE POPULATION OF MUNICIPALITIES IN INDIA 

All Uttar II [ Madhya. \ Ajmer I 
_'Y_e_a_r_l India M.a,.. Bombay Jlonga I p,.aosb l~unjab ~ _llih:_ o,;,:_l p,..dosh.l A"am Dol hi ll\!e,wa"l Cwg . 

R>~. as. ps Rs. as. ps Rs. as. ps Rs. as. ps Rs. as. ps Rs. as. ps Rs. as. ps Rs. as. ps!Rs. as. ps iRs. as. psjRs. as. ps Rs. as. ps Rs. as. psl 

1884-85 0-~-2 1·5·2 1-9-5 1·0-5 0-10-7 1-4-10 Includod 1-7-8 • 1-10-5 
1894-95 1-11-8 2-11-3 1-7-6 1-15· 2-9-3 in 2·6-6 2-6-7 
1907·08 1-9-6 3-6-5 1-15-3 2-1~11 2-14-8 Beng·.t.l 2-5·10 2-11-5 I 
1918-19 6-1-3 3-10-3 5-3·3 3·3-8 3-14·5 6-7-o :2-13-3- ·- .s-- 5-12·10 · 4-1o-o I 
1925-26 . 8-8-9 4-2-6 8-7·6 3-12·4 4-8-1 7·5-0 I 3·0-4 .,.., 4-9-3 ' 5-11·2 I 
1927-28 8·14-7 6-13-9 8-9-11 3-15-3 5-6-0 7-6·5 i 2·13-4 ~ ~ 6-14-3 . 6-9-10 6-9-4 4-1-10 14-4-5 

t 1932-33 7·9-3 5-0-4 7-10-2 · 3-11-3 4-14-2 5-6·4 2 9-0 ::I ..CI 4·13-4 5·7·2 ~7-10-10 r 4-0-10 3-11-9 
1935-36 8-3-7 .0-5·8 7-15·5 3-15-2 5-2-1 6-9-2 3-0-11 _J ~ 4-11-7 5-12-6 14·7-3 4-13-3 3-13·9 
1938-39 8-6-2 6-7-8 7-9-1 4-7-0 5-6-9 6-4-4 2-15·1 3-6-8 4-14-7 6-0-2 

1

15-6-9 4-10-3 I 3-14-4 
1939-40 8-7·0 6-13.11 7-8-1 4·2-6 5-6-6 6-1-4 2·12-4 3·4-11 6-2-3 6-3-5 15-4-6 4-l:l-4 4-7-tl 

i ~!~:!~ ~::4~7 i~~9~o ~:6~o2 /- i:~-~ 1 1 ~:~~i~ g~~:i1 
1 
::t3~~ ~~~~;3 1 9 -8 . j ~~~3~5 ! 11~2 3 - 12-~ l ~~i;~3 

Note. (a)-The all India figures from 1884-85 to 1940-41 are in respect of undivided India as given in the Statistic'lol Abstract 
for British India. The figures for 1946-47 are in respact of partitioned India. cl.lcuhted from statistics furnished 
by State Governments. · . 

{b) Similarly the figures from 1884-85 to 1940-41 are in respect of the undivided Provinces of Bengal and Pu11jab. The 
figures for 1946·47 are in respect of the States of West Bengal and Punjab (I). · 
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[b will be seen that the aU-India. incidence of total income in municipalities (other 
~ban Corporations) per head of population is Rs. 6·14·7. As the incidence of taxa.· 
cion por c::.pita is Rs. 4·11-10, this means that two-thirds of the total income is 
hived from taxation and one-third from other sources, such as properties, commer• 
~ial undertakings, Government grants, etc. The proportion of two-thirds from 
iaxa.tion cannot be c:msidered to be low, taking all the circumstances of the Indian 
population into account. 

The incidence of municipal taxation in the major states of India. for the period 
1884·85 to 1946-47 is given in the statement below :-
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INCIDENCE OF MUNICIPAL TAXATION PER CAPITA IN THE DIFFERENT STATES OF INDIA 

. 
All . Wes~ Uttar Madhya I 

India Madras Bombay Bengal Pradesh Punjab Bihar Orissa Pr~sh Assam Delhi 

--- ----.--,----j:---1---'--- ----'--1 --- -------
Rs. as. ps. Rs. as. ps. Rs. as. ps. Rs. as. ps. Rs. as. ps. Rs. as. ps. Rs. as. ps- R~. as. ps. Rs. as. ps. Rs. a.s. ps. Rs. a.s. ps. Rs. as. ps. Rs. as. ps.

1 

1884·85 0·21-0 0·12-0 1- 3·5 ~~ 0-12-0 0·10-1 1- 1-8 Included 1- 1·0 0-11·3 I ! · I 
1894-95 0-13·9 1-10·8 0-13·7 1- 0-7 1·13-5 in 1· 5·5 1- 2·1 , ; I 
1907-08 1-3-9, 1·149 '1·7-5 1· 9-9 .1-14-9 Bengal. 1·9·6 1· 7-5 ! 'I 

1918-19 4- 0-0 1-15-0 3- 4-1 ' 2· 9-1 2- 3-0 3· 5·7 1· 8·9 ro · 2· S-7 2-11-
1925·26 6- 0·6 2· 3·3 5·11·6 3· 1-5 3- 7-7 4· 2-7 2- 2-0 ~] 2·15-9 3· 5-5 
1927·28 6- 4·3 2-10-6 5-13-0 3- 4-0 3 ·11·0 4· 4-1 2- 1·8 -5 p:\ 3·15·4 3·14-3 

Yea.r 

'I 
Ajmer 

Merwara 

i - 8-1 2-11-9 

9o6rg 

·11-8 
1932·33 5· 8-2 2- 5-9 5-10-7 2-15·1 3- 5·9 3- 2-9 1-15·1 ~-'-~- 3- 3.11 3-10-11 
1935·36 l;-14·5 i 3- 4-1 6· 0-2 3-4-6 3.r 8·1 4· -3-6 1·14-7 ... - 3- 5·11 3-13-3 

I - 9·3 2-14-3 

1

9-14-6 3- 4-11 
3-4. £: 

~ 1938-39 . !)- 2-0 3 .15-1 5-10·4 3- 7·11 3·10-2 3·14-6 1·14·7 2- 1-7 4·14-7. 6- 0-2 
~ 1939"40 6· 3"6 4. "-1 1-1 3- 6-0 -10-1 3-14-1 2·12-4 3· 4· i1 3- 9-3 3-14-9 

1940-41 6 • 1-4 4· 4-4 ,1. . 3-1C·4 3 ·14-7 3-15·3 2· 3·5 • 2·8 2- 4-9 2-13-9 
1946·47 4-11-10 ) ·15-10 5-15·6 / 3- 7-8 - . 6- 1-4 3·10-6 2-12-0 2- 6·6 6-y 3- 9-9 

11- 3-1 3- 4-10 
11- 5-ll 3- 2· 2 
8 - 5-1o 1 2- 9- 1 

I 

-0-7 
2-10-l:J 
1-10-5 
3- 6-5 

Note, (a) The all India figures from 1884-85 to 1940-41 are in respect of unaivided India. as given in the S~atis~ical Abstract 
for British India. The figures for 1946-47 are in respect of partitioned India calculated from statistics furnished by State 
Governments. 

(b) Similarly the figures from 1884-85 to 1940-41 are in respect of the undivided Provinces of Bengll and Punjab, 
The figures for 1946-47 are in respect of the States of West Bengal and Punjab (I). 

> 
"0 
H· 
t.'l 
1;0 .... .... 
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1t will be seen from the above statement that the growth of municipai 
faxa.t.ion bas been as under:-

. (1) Madras, with an incidence of annas twelve per head of population 
in 1884-85, which was lower than Bombay, Punjab and Madhya. 
Prailesh, ha.s improved .its position very considerably and attained 
an ir:cidence of Rs. 6·15-10 in 1946-47. 

(2) Bombay. which bad the highest ir:cidence of Rs 1-3-5 pet head of 
population in 1884-85, attined an incidence of Rs 5-15-6 in 1946·47. 

· 3) West Benga1, whitb an incideDce of a.m~as 12 in 1884·85, the Rame 
as Madras, bad in 1946 47 an incidence of only P..s. 3-7-8, which is 
Iow~r than ~01;t other provinces. 

(4) Uttar Pradesh, with an incidence of 0-1Q-i in 1884·85, 
the J.Jwest of all provinces for the. year, shot up to Rs. 6-1-4 in 
1946·47. 

0 

(5) ~ Punjab more than trebled its inciden~ from Rs. 1-1-8 in 1884-85 to 
3·1Q-6 in 1946-47. · . 

(6) Bihar bad an incidence of Rs. 1-8-9 in 1918·19. In 1946-47 this 
incressed toRs. 2-12-0, or slightly less than double. It must be 
considered to be among the lightly taxed provinces of the country. 

(7) Oriss!l., a c:>mpa.ratively z:ewer and less developed prpvince, had an 
incidence of Rs. 2-2-..D per bead in 1940-41, which increased slightly to 
Rs. 2-6-6 in 1946-47. · It must be graded with Bihar, among the 
lightly taxed provinces. 

(8) Ma.dhya Pradesh had an incidence of Rs. 1-1-o in 1884·85, which at 
the time was high. :tt bas maintained its positi on with an incidence 
of Rs. 6-1-3 in 1946-47, which is second only to Madras. 

(9) Assam. In 1884-85, it had an incidence of Q-11-3. In 19!6-47, 
this figure rose to Rs. 3·9·9 which is slightly below Punjab.. 

0 

• 
(c) District Boards. 

The total number of district boaras in India. (partitioned) was 176 in 1947, 
and their population was 2)4,522,253. The total incom from taxasion of these 
boards was Rs. 52,228,921 which gives an incidence of Rs. 0-4-1, per head of 
papulation. " 

The incidence of total income per head of population was Rs. 0-12-2 or about 
three times larger. This means that the income of district boards from other 
SOUrC'3s, chiefly gove

1
rnment grants, is about twice the income from taxa~ion. 

The incidence of taxa~ion of ais~rict boards from 1890 onwards is given 
bdow:-

Year . 

1890 
i8.96 
19()9 
1922 
1932 
1939. 
1942 
1947 

Incidence of taxation 
Rs- As. Ps. 
0 .1 5 
lJ 1 5 
0 1 7 
0 2 10 
0 2 3 
0 3 4 
0 3 3 
0 4 1 

45 



It will be seen from t.he above figures that the incidence of district board 
taxation is only four annas per head of population as against Rs. 
4·11-10 for municipalities, or abJ~t one-sixteenth of--the la~ter. The main 
tax inc:>-ns of district bJ.1L".l~ Iii the bnd cHs. As it is in several 
provinces connected with the land revenue, which itself remains static for periods of 
thirty to forty years, it is not capable of expansion except when the rate itself is 
increased. The district boards with a population of 204 millions ha7e an income 
of only Rs. 155,500,000 while district municipalities with a population of 21 
millions, or about one-tenth of the rural population, have an income of Rs. 
151,800,000 or very much the same as for all the district boards. When the 
services vohich the municipalitias 1\re able to render with their present scale of 
income is considered totally inadequate to meet medern requirements, it will be 
readily understood tha.t the conveniences provided by rural boards for their 
population must be far JDOre inadequate. Some idea of the prevailing condition in 
rural area.s in regard to the pr.Jvision of civic amenities is given later, 

The part which Government grants play in district board finance will be 
apparent from the figures for each major State given below :-

Percentage of total income 
1889-90 5.13 

Madras- 1925-26 30.64 
1946-47 30.33 
1889-90 10.18 

Bombay 1925-26 58.72 
1944-45 62.25 
1889·90 17.51 

Bengal 1925-29 58.72 
1946-47 55.18 
1889-90 32.13 

U.P. 1~25-26 41.95 
1946-47 59.32 
1889-90 0.50 

Punjab 1925-26 39.11 
1946-47 55.46. 

Bihar 1947-48. 46.44 
Orissa 1646·47 68.006 
Madhya 1889-90 11.00 
Pradesh 1925-26 44.20 

1946·47 87.33 
1889·90 41.25 

Assam 1925-26 57.89 
1946-47 52.21 

It will be seen that grants-in-aid have increased considerably in recent years 
and this gives Government considerable control in the shaping of policy. 

The incidence of taxation per head of population of district boards in the 
major States of India. will be gathered fr.om the statement given below:_ • 
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1889-90 
1894-95 
1907-QS 
1918-19 
1925-26 
1946-47 

INCIDENCE OF TAXATION PER HEAD OF THE POPULATION OF DISTRICT BOARDS 
IN THE MUNICIPALITIES OF INDIA 

Utter Madhya 
All India. Madras Bombay Bengal Pradesh P.1nja.b Bihar Orissa. Pradesh 

0-2-7 0-2-0 0-0-11 0-0-9 0-2-0 included 0-0-6 
0-2-7 0-2-5 0-1-0 o-o-8 0-1-11 in 0-0-6* 
0-3-3 0-2-10 0-1-2 0-1-2 0-2-3 .. Bengal 0-1-4 

0-6-7 0-4-2 0-2-7 0-2-6 0·2-4 0-4-7 0·3-0 included 0-1-5 
0-4-9 0-5-1 0-2-9 0-2-!J 0-4·11 0-3-10 in Bihar 0-2-8 

0-4-1 .. 0-4-11 0-3-5 0-3-5 0-3<-.0 . 0-4-0 0-4-9 0-2-3 0-4-10 

Assam 

(}-1-8 
(}2-1 
0-1-3 
0-2-4 
0-2-3 
0-3-9 

~--------------------------------------------
-.:1 Note:- * This is the figure for the old Central Provinces only .. Th~ figure for B.~ra.r for tbi!s ye1r is 0-1-9. 

(1) The figures from 1889-9:) to 1925-26 in re:;pel~ of B:n~1.l a.'ld P.I'lja.b arab~ ~hl undivid1:l P.·niaJ~>. 
The figures for 1946-47 are in respect of the S~a.~es of We>~ Blnga.l and Punia.b (1). 

(2) The figure for 1907-08 in respet:tof Assam has marked a ste:~p f,.U _C'>'li~lral tl th3 p:avio:I~ Jnri0i 
of 1894-95 and compared to 19!8-19 because the p:n~dr tra.c:~s of Elo~~ern Bl:J.g~tl aln for.m:l pu~ of Asn'll 
during the period. 



CIIAPTER n 
I 

83. Inadequacy of financia! resources of local hodies. From the above 
figures of incidence of'f~xation and total income per capita it will be obvious how 
inadequate are the finnnr.ial resources at the disposal of local bodies. What services 
can a district board \>it h. an income of annas twelve per head provide for its popu· 
lation ? To a certain extent this complaint of inadequacy of financial resources of 
local bodies is met with even in countries of the West. But there is a.II the 
difference in the world between inadequacy as it exists in this country and in
adequacy as it exists in western countries. In the latter when they talk of in
adequacy of financial resources they mean inadequacy in respect of public 
conveniences and luxuries. In this country, however, when we talk of inadequacy 
of financial resou!ces we mean inadequacy in regard to the barest necessities of 
corporate life, such as roads, clean water supply, sanitation and medical relief. 

84. · Elementary education. In undivided India there were 6,55,892 
villages at the census of 19-H. The total population of these villages was 
339,301,9Q2. For thi~ large population the total number of primary schools in 
1947-48 was 1,14,6Q2. This means, roughly, that there was one school for six 
villages, or, in other words, five out of six villages were without any primary 
school. 

85. Roads. A very large number of our villages are not connected by 
road with any urban centre or railway station. Most of the existing village roa.ds 
are fair weather roads, which, when the monsoon arrives, are turned into mud, slush, 
pools of dirty water and become unusable. There are few permanent bridges a.nd 
culverts and consel}Uently each nullah becomes an unsurmom~tJ.Ue obstacle in the 
.rainy season. We are paying heavily for not having enough good roads in our 
rural areas. The backward Atate of our agriculture and rural population is partly 
attributable to poor communications. · 

86. Water supply, Coming to wa.ter supply, wL.ich is a basic requirement 
of human life a.nd a.n essential function of local bodies, the position is even worse .• 
The Bhore Committee pointed out that the percentage of population, urban and 
rural, served with protected water supply is 6.6 in Madras, 7.3 in Bengal and 4.1 
in Uttar Pradesh. In Oriss~ there are only two to•vns in which protected water 
supply has been provided. In the Punjab (uuJividel) the percentage of population 
served with protected water supply 'vas 57.5 in urban-areas. In the rural areas 
of this province, the proportion was only 0.8 pe'rc'3nt.* Tho position has not much 

- improved since the Pbore Committee reported. The informatbn available regard
ing water supply facilities in villages is very incomplete, but such as it is, it reveals 
a highly unsatisfactory state of affairs. In Uttar Pradesh the Director of Public 
Health rerorts that the. improvemtJnt of water supply in rural areas is a responsi
bility of district boards but for lack of funds very little has been done. 

As regards the Punjab the table given b9low in respect of some of the 
districts shows how deplorable the position is in_the following districts:-

District,' No. of villages without clean PopulatJon. 

Hissar 
Rohtak 
Karnal 
Amba.la. 
Kangra 
Ferozepore 
Gurdaspur 

water supply, 

282 
724 

22 
1,604 

35 
31 
23 

148,029 
820,044 
17,796 

582,183 
89,301 
27,686 

8,950 

*Extract from the Report of the Health Survey and Development Committee, 
Volume II, paragraphs 23 and 24, 
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The cost bf water supply is great and ca.n generally be financed only out of loans. 
The initiative lies with the local bodies concerned. Government makes a. grant-in• 
aid which varies from 33 to 50 per cent. But local bodies are in a. position to find 
thei~ share of the capital cost. · 

In Bombay the State Government, under a five year post-war programme 
(1947-52), has undertaken to provide wolls entirely at Government cost in villages 
with inadequate drinking water supply facilities. Two thousand wells have already 
been completed under the schem9 a'ld two thousand six hundred are in course of 
construction and are expected to be completed during the current year and the next 
financial year. We are informed that the average cost to Government per well h 
roughly Rs. 5,0JO. 

87. Sanitation. The development o the sewerage system in India has 
been very slow, even slower than the provision of protected water supply. Even 
in those towns which are provided with sewers, it by rio means follows that all the 
latrines are connected to the sewers. In most States the number of public latrines 
in municipal areas is too small for the needs of the population. 

At the time the Bhore Co~'n.ittee rep_orted the _number of sewered tGwns was 
as followas:- · · 

~adras 3 
Uttar Pradesh 5 
Bengal (undivided) 8 
~adbya Pradesh 1. 
BiliM . 2 

The total population living in areas normally served by sewers was only 7 million 
out of a total population of 300 million. There were indeed! many cities of o 
100,000 population without this elemenjle.ry amenity and- even where the under• 
ground system existed it often served only limited sections of the population. 

88 The collection and disposal of excreta. is a. service obtaining in muni- · 
oipal town only, but by no means in a.ll of them. In a number of even the larger 

. cities this service is at present of a low standard) Night ·soil is removed in 
baskets and deposited along with other rubbish in enclosures situated in public 
places. These enclosures are cleared later and the night soil transported in special 
carts for the purpose. Sometimes these carts are in bad repair and leak on the 
r<>a.d. The actual disposal of nightsoil is generally by trenching which- in few 
rpunici~!l.lities receives adequate supervision. 

89. In rural areas, with the exception of a few demonstration centres set 
up by Public Health Departments in certain States, it may be said as a board 
generalisation that no system of collection and dispo3al of excreta exists. In certain 
Panchayat and Union Board areas, a small number of latrines of a. primitive typa· 
have been provided. 

90. The collection and disposal of household refuse in most urban areas is 
unsatisfactory. The service is sometimes handed over to contractors who are 
mostly concerned with making profit and not rendering efficient service in the 
interests of the health of the community. In rural areas no attempt has on the 
whole been made for the collection and disposal of household refuse. SimiVnly 
with raga.rd to disposal of industrial W'l.stes very little attention is given. Un· 
satisfactory disposal o1 such wastes affects directly in many cases the amenities of 
the neighbourhood. All these shortcomings are largely due to inadequacy of 
fina.ncial resources. 

!H. _ Medical Relief. The ina.dequa.cy of medic&! relief is borne out by the 
statement given below. The avorage popula.tion served in each province, a.s given io 
the Bhore Committee report, during 1942 by one medical institution (hospital• ad 
!lispenss_ries oonsidereti tosether) i~ ~hown below:-
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Province Average population served by a. medical 
institution in 1942 

-~~~----~~ . -· --
Rural Urba~! 

1. Punjab (undivided) . 30,925 1;g,~~: 2. · Assam . . 44,562 
3., Bengal (undivided) 37,996 19,730 
4~ Madras. 42,672 28,496 
5. · Oriss!lt 52,548 15,276 
6. Bomba.y 34,927 17,127 
7. Bihar 62,744 18,630 
8 .. C.P. & Be.ra.r 66,008 . 11,379 
9. Uttar Pradesh 105,626 17,668 

. ·It is obvious tha;t no medical - institution can serv: such large population 
dispersed over a number o~ villa~es and ~owns ~nd the numb~r of medical insti-. 
tutions cannot be increased Without mcreasmg the finanCial resources of local 
bodi<:!s. Tho above table also brings o~t the disparity between -the facilities 
provi9ed to the ruril.l population,'as compared with -urban, iii the matter of medi
cal relief. 

92. During the course of evidence taken by the Committee, witness after 
witness gave express!on to this grievance. It is net a. new grio,·ance but has conti
nuoi evor sinc3 bcal bodies were brought into being. Sir Herbert Risley's evidence 
before the Dacentralisation Commission itself is forty years old and the position 
~ontinues more or less. a.s it was at · tha~ time. State Governments also have 
given expression to this feeling. ,.The Bo~bay Government, for instance, ma::res the 
following remarks:- · · 

. "The financial position of most of the municipalities in this province 
. is not satisfactory and there is a general complaint that the munici

palities do not make adequate provision for water supply, roads, sani-
. tation, medical relief, etc. · It is a fact that for want of.funds the 
municip-alities 1fre-unable to spend as much as they should on obli
gatory items of expenditure like medical relief, construction and mainte
nance of roads, street lighting, sanitation and water suppl%'_ . 

. ~3. In West Bengal water and lighting are provide:l only by abou,t one~third 
of the total number of municipalitie3, due to lack of financial resources. The 
municipalities have no money for financing their health centres, nQ medicines 
for running their dispensaries and no money for repairing the roads. _ , 

94. The Government of Bihar is equally emphatic on this point, vide ~xtract 
from their note .,given below :-

. ''It is an .admitted fact that the. present financial resources of distric-t 
boards in this province are too meagre for maintenance of the services 
with which tbey. are entrusted at a standard of efficiency· expected by 
the people. The needs of the people of rural areas who form the 
bulk of ~he p:>pulation of the province have not received the attention 
th~y -deserve,· in matters of education, sa.nitation medical relief and 

·communications, although the p'rovincia.l government h!l.ve been making 
f~irly substantial grants-in-aid to district boards ·for each of these 
services. The inference clearly is that much mora money tha.n bas 
beau avaih ble to the distric~ boards is. necessary for expansion of 
these services ·which are of- vital national importance. The present 
,abnormal rise in the prices ·of building and other materials and in the 
wages of la.bourars, 9oupled With the demand f<?r. better pay a.nq-
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allowances by all classes of employees, has added to· the fina~cial bur· 
den of these local bodies with the result that there has been no ECOI a 
for any appreciable expansion in their activities. · On the other hat:d, 
there has been deterioration in the maintenance of communications 
because the district boards cannot afford to meet the tremendous' in~ 
crease in the cost of maintenance of roads. The grants-in-aid available 
from the provincial revenues have not been sufficient to meet the 
requirements of the boards. · 

We feel therefore that some hold measures are neces~ary to rehabili· 
tate the finances of the boards if. any appreciable improvement is to 
be effected in the condition of their services.'' · 

95. The condition of district boards in Uttar Pradesh is equally deplorabl(), 
A recent conference of district board chairmen in that State passed unanimously a 
resolution to the effect that their finances had reached. such a stage that it 'was not 
possible for them to take even one step forward. The incidence of income per 
capita in 1945·46 for district boards in U. P. was 0~9-2 as against municipalities 
with a per capita. income of Rs. 8·6·0 in 1945·46 and Rs. 9-2-10 in 
1946·47. District boards with ten times the population to serve have less income 
than municipalities, inspite of th.eir receiving propodionately much larger grants 
from the State government. 

96. In almost every State, there is a tendency to transfer functions from· 
district boards to the State Governments in the field of elementary education, 
public health and communications. All these nation-building activities cost in
creasing sums of money every year. But the resources at the disposal of the local 
bodies are of a stationary character and consequently in sheer despair they agree to 
surrender their funct~ons. Most of the district boards chairmen who appeared be
fore us said that they were quite willin~ and ready to resume these functions if only 
they were placed in possession of adaqua.te funds. 

97. We are of the opinion that wholesale transfer of functions from local 
bodies to State Governments is a retrograde step and should be avoifled. Whatever 
be the criterion for demarcation of functions betwam the State Government and 
the local bodies the desperate financial plight of the latter should not be made a 
ground for reducing them to practical impotence. As some witnesses pointed out 
to us that by such transfer the ~overnment does not make any·saving, as funds 
out of government '!'evenues have to be providei for the service taken over, why 
then not make an adaqu!Lte grant·in·aid to the local body a.nd let the service remain 
with it, as it should be. 

£8. It is hoped that in the new set-up local bodies will be used more and 
more as instrilments o~ •ational policy and there will be a steady enlargement of 
their functions. In order that they may serve this purpose, they should be put 
in an effective position to do so. To tako away their functions is not the proper 
remedy. Tha proper remsdy is to provide them with adequate resources so that 
they may play their part in the execution of national policy. 

99. We have in the preceding paragraphs invited attention to the chronic 
want of funds at the dispo:;al of local bodies, but we should be failing in our duty · 
if we omitted to draw attention tJ the other side of the picture, namely, the reluc
tance of local bodies generally to make use of their existing financial powers a.nd 
resources to the fullest extent and to impose taxation even when the need for such 
a step was clearly admitted. There bas been failure to assess taxes with impar
tiality and to ce>llect them promptly. Financial m3.ladministration has led to super
session of many municipalities, including some of the biggest in the country. It is 
also true that with the appointment of administrators, finacial irregularities have 
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!lectea.sed s.nd assessment . and ·Collec~ion. figures ha.ve mounted up. Audit report& 
throw a flood of light on slackness of administration and slackness in assessment 
and collection. We deal with these matters in the following pages and it is our 
hopa that the recommendations we have made may l~a.d to some impronment in 
the existing state of affairs. But we are satisfied that the stopping of all such 
{oopholes1 irregularities and human weaknesses) though very necessary, will not be 
imo~h;_ ,The local bodies will still need larger resources and it is on this ta.!'k 
that attention will have to be concentrated in the coming years. 
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FUNCTIONS AND FINANCIAL RESOURCES OF_ LOCAL BODlES. 

!OJ. The terms of reference of this Committee are confined purely to fina.n~ 
eia.l matters and have nothing to do with the functions of local bodies. But as 
finance is correlated with function, it is necessary to state what functions are 
assigned to local bodies in order to see whether the financial resources placed a.t . 
their disposal for the discharge of hhose functions ar~. or not, adequate. So far 
as functions are concerned, the.re will be no recommendations and the survey will be 
purely of a factual nature. · 1 

101. There are two main· principles regarding the functions which may be 
exercised by local authorities. One is that a local authority may do anything· 
which it considers to be for the good of the communHy· .provided that it is not speci.: 
fica.lly forbidden by law or assigned by law to some other authority. The other 
Is that no local authority m!loy do anything which it is not definitely entitled t<l 
do by virtue of a statute. · 
_ 102. A third principle, which is operative in the U.S.S.R. only, is that 

whereas by law there is nothing which is beyond the sc:>pe of any local authority'a 
powers, its action may b:J over-ruled by any higher authority. 

103. Germany is the outstanding example of the first principle. The United 
Kingdom illustrates the second. As most of the Acts constituting local bodies in 
India were passed in the days of British power, they follow the line of Br.tish 
enactJ;nents, i.e., functions have been O.efined in the Acts and local bodies cannot do 
anything which is not c:>vered by the specifi.J terms of their respective constituent 
~cts. 

' I 

104. La.cal bodies 'in India may be broadly placed into two classes, urban 
and rural. There are many Acts governing the constitution of these bodies aiL 
over the country and they are not all identically worded. It is, therefore, not easy 
to present a. detailed picture of functions without repeating the various clause& of 
the enactments themselves, which would be very tedious besides being unprofitable, 
An attempt is, therefore, made below to give in general terms an idea. of the fuoa~ 
tiona of local bodies under certain main heads. 

105. Urban bodies are mostly known as municipalities and functions of 
municipalities in most States are similar. In some Acts functions are divided into 
twll classes, obligatory apd discretionary, but not in others. Generally, their duties 
aro to provide, maintain and promote the amenities of life for the civic population. 
Their activities fall generally under five heads ; namely, education, public health, 
sanitation, medical relief and public works. · 

1C6. Education. Under eduction their primary concern is the construction, 
maintenance or aiding of (l}ementarys .schools and not infrequently. of secondary 
schoolt~. In some States, they are also· principal agents for the introduction and 
promotion of the policy of compulsory primary education. : 

107. Public Health and Sani~ation. In the sphere of public health they 
concern themselves with drainage;· water-supply, conservancy, the control of 
epidemics and regulation of offensive a.nd dangerous trades, vaccination and. 
ragistration of births and deaths. 

108. Medical Relief. To provide medical relief, they may establish. a.nd 
maintain or aid pt1blic hespitals a.nd dispensaries · including infectious hospita.ls. 
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109. Public Works. Public works under their control include the cons
truction and maintenance of tramways, roads, bridges, culverts ar:d public 
mad;ots and slaughter houses, the removal of dangerous buildings, ehstructions 
and vrojections in or upon streets and other public places, the lighting, waterings 
and cleansing of public streets, the establishment and maintenance of public gar· 

dens and parks, libraries, museums and picture galleries and ~be planting and 
maintenance of trees along the public highways. Municipalities also construct 
ii.nd maintain veterinary hospitals and fire brigades and hold fairs and industrial 
exhibitions. 

110. Rural Boards. The principal local bodies operating in rural areas 
are district boards, which are charged generally with the adoption and promotion 
of measures calculated to improve the safety, health, comfort and convenience of 
the people living within their jurisdiction. The principal duties of rural boards 
~~ore the construction and maintenance of roads, the planting of avenues along 
public highways, the pr.ovision and protection of the water·supply for human 
consumption and of canals, tanks etc., for irrigation for the use of cattle and 
generally for purposes connected wHb agriculture, the, opening, aiding and main· 
taining hospitals, dispensaries and schools, the dissemination of sanitary know· 
edge, the establishment of rest houses, markets, etc., management of pounds 
and ferries and properties and institutions entrusted to them, the inception 
and control ·of relief works in time of famine, and the aiding of agriculture by 
the promotion of 'agricultural exhibiti•ms or the establishment of model farms. 
The maintenance of veterinary hospit!i.lS is a duty common to bJards in all States 
except in Madras; the provision of facilities for improving the breed of cattle is 
specially entru~ted to them in some States. Vernacular education is their 
principal charge; but other forms of education are not outside their purview. · The 
training of teachers, school inspection and the granting of scholarships are 
t~olso included :in their duties. 

111. In relation to rural areas, village panchayats have begun to play a 
greater. part in local affairs than in the British period. The functions and finances 
pf village panchayats will form the object of study in&. separate chapter . 

• 112. In regard to functions, two very diverse tendencies are in operation at 
the present day. One is the tendency to transfer functions from local bodies to 
the State Government ; another is in the reverse direction, namely, to transfer 
fresh functions to local bodie3 which are not mentioned in the previous consti· 
tuent enactmen~s. As regards the first tendency, namely, transfer of functions 
from local bodies to the State Government, the information at the· disposal cf the 
Committee is not complete, but generally speaking the position is briefly as follows. 
' . 

113. In the matter of primary education district boards in some States like 
Bombay and West Bengal have be:m more or less relieved of the responsibility of 
.primary education and this responsibility has been placed on ad ho~ boards con
stituted for the purpose and known a.s- district school boards which are soma 
times financed from sources which were previously at the disposal of district 
board3. In relation ~o public hea.lth and medical relief the tendency to provin· 
cia.lisation has become quite marked; principally as a result of the re· 
commendations of· the Health Survey, and Development Committee, popularly 
known as the Bhore Commit~ee. Here a.lf!o· the position varies from St11ta to 
State. Provincialisa.tion has proceeded farther in some States than in others. 
Fur instance, in West Bengl.l, Government have provincialised the health services 
under loca.l bJdies· with effect from 1st Febru'l.ry, 19!7. As a result of thi3, 
the entire he:tlth organisation in West Benga.l.is under a single au~hority, 
-namely, the Direo~or of Hea.lbh 8~rvices operating through a unified· executive 
staff.· · 

54 



FUNCTIONS AND FINANCIAL RESOmtCES OF LOCAL BO~IES 

· 114. In the State of Madras provincialisation is proceeding as part of a. 
derinite policy prorpuJgated by the State- Government. In the field of medical 
relief the policy of the Government is to take over five or six local fund or 
municipal medical institutions every ye::~.r subject to availability of lunds~ 
There is no proposal to take over any {unctions relating to public health or ele~ 
mentary education. In the field o~ communications the present policy is that 
roads which are important from the through traffic point of v~e~, namely, high-

-ways and major district roads including municipal stretches of such· roads', 
should be maintained by govornment and other roads of local importance should 
be left with local bodies. The question whether ant revision of this policy is 
necessary and whe~her all roads should be re·vested in the local bodies is Repa· 
ra.tely under consideration. 

115. In tqe Punjab, since the partition of tb~ province, some hospitals have 
been taken over by State Government from local ·bodies. But the local bodies 
concerned are required to contribute to Governrrent the amount ol annual expendi· 
ture incurred on the unkeep of these hospitals during tlie two years prior to provin· 
cialisation. Provlncialisation will thus bring no immediate relief to local bodies, 
except that they are saved from the liability to additional financial outlay on their 
expansion and. improvement. In regard . to road~, the policy of the State Govern
ment is to take over second class district board roads, specially those which are 
important in the interests of genera.I communication,!! as finance ,Permit. Several 

. roads bate already been taken over in purs~ance of tP,is policy. 

116. Trunk rmids and nation&! highways are under the control and manage· 
inent 'of the St'ate Government. Municipalities are generally in charge of roads 
within the municir.al area (excluding t[unk roads apd national highways) and district 
boards are responsible only for roads·of \ocal importance and· for. the opening and 
improvement of communications in the interior and for cons~ruction and maintenance 
of village roads. · ' 

117. . During the course of evidence it was pointed out to us that with this 
tendency to tra.nsfer of functions from district boo'rds to the State Gc;>verpment 
a.nd the policy of establishing panchayats in .practically every importan:t ~!age, · 
district boards will have very little work to do in the near future.and the questjon 
of their abolition as a measure of economy was put to us. · We understand that in' 
Uttar Pradesh, where a large number of village panchayats have been ·established, 
the question of coordination of functions between district boards _and village 
panchayats bas been referred to a Committee by the · State Government. .W.a. 
only mention this point but express no opinion as we have to- frame· our recom~ 
mendations pn the basis of the existing structure of local bodies. 

We now come to the second tendency mentioned above, namely, the 
enlargement of the functions of local bodies. · There is generally a, 1eeling that 
with the new forces relea.sed by the grant of independence, local bodies will have to 
take an increasing part in . public affairs. A good instance of this tendency is to 
be found in the Bombay Provincial Municipal Corporations Act 1949. Sectidn: 6a 
of thiJ Act enumerates the functions of the Corporations among which the following 
two n3W items find a place:-;--

(1) Provision of relief to destitute persons in times o£ famine and 
ecarcity and the establishment and maintenance of relief wori~s in 
such times'; · 

(2) th~ construction and maintenance of residential f!Uart~rs fol' the 
municipal oonll~rva,ncy staff • 
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118. In Madhya Pradesh, an even more striking experiment is being made. 
The district councils, which previously did the work of district boards in other 
States, have been abolished and in their place Janap1dha. Sabhas have been c:msti
tuted .. These Janap&dha Sabhas have, at present, more or less the same functions 
as district boards in other StateF, but the intention is to decentralise and to trans
fer to the Janapadhas even such functions as are at pre;ent performed by the 
State Government. ln this connection section 52 of tl1e Central Provinces and 
Berar Local Government Act, 1948 wm be read with interest ::-

(1) "The Provincial Government may entrust either conditionally or 
unconditionally to the Janapada authority functions in relation to 
any matter specified in the schedule· or in relation to any other 
matter to which the execu~ive authority of the province extends or 
in respect of which functhns have been entrusted to the Provincial 
Government by the Dominion of India ; and the Jana.pada authority 
concerned shall be bound to perform these functions. 

(2) Where, funcHons are entrusted the Janapada authority under this 
section the Ja.napada authority shall, in the discharge of those funcr 
tions, act as agents for the Provincial Government. 

(3) Where by virtue of this section powers and duties have been conferred 
or imposed as agency functions upon a ·Janapada authority, there 
shall be paid by the Provincial Government to the Janapada 
authority, such sum as may be d3termined by the Provincial 
Government in respect of any extra caRts of administration incurred 
by the Janapada authority in connection with the exercise of those 
powers and duties. 

{4) In so far as the Janapada authority is required to a.ct under this 
section, it shall be under the general cont.rol of, and comply with 
such particular directions if any, as may from time to time be given 
to it by the Provincial Government in this behalf". 

Such is generally the pocsition in ·regard to functions of local bodies.· . 

119. · We n'ow come to their financial resources. Financial resources at tha 
disposal of local bqdies are of two kinds :-

(1) Tax revenues and . 

(2) Non·Tax revenues. 

Upder tax revenues. may be grouped the following heads:

{1) taxes on property, 

(2) taxes on trade_, 

(3) taxes on persons, and 

(4) fees and licences . 

• Non-tax revenues generally comprise the following items :-
(1) rents of land, houses, rest houses and dak bungalow~, 

{2) sale proceeds of land and produM of _land, 

(3) ·fees and revenue from educational institutions, 

(4) fees and revenue from medical institutions, 
(5) fees and revenue from marketi and slaughter houses, 

(6} lees a.nd revenue from commercial underta.ldn~s. such aa motor b1.4ses, 
tramways, electric supply ate. - · · 
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(7) interest on investments, 

(8) Government grants. 

Taxes on property Call un"ler the Collowing four classe!! :
(1) tax on building~ and lands. 

(2) ' cess on lands, generally with reference to their use for agricultural 
purposes. 

(3) -ta.x: on une:1rued ' increment in connection with betterment 
schemes. · r •. 

(4) ·tax· in the sh<J.pe 'of a suroh:1r1p on stamp duty on transfers of 
property, · · 

120. Of these four classM item ( l) is generally Gf importance in Madras~ 
Bomb<J.y, West Ben~tl anrl M>~.'lhva Pra'le3h; TteQl (2) is levied in rural areas 
and is the mg,in: source of income of district . hoard.~. Item (3) is not of much 
importance "financially .. Bettet·ment taY.e'l' are . levied undet" the Bombay Town 
Planning Act 1915 and the. Mailra<J T0wn Pla.nni.ng' Act, .1920 in the Bombay 
and Madras States re,pectively. Item ( 4) is levied only in· the State of Madras 
and by the C!!.lcutta Improvement Trust. 

121. Taxes on trade are mnstly ortroi and terminal taxes anl are important 
princip!!.lly in Punjq.b, Utter Pradesh, Bombay' and Marlhya Pradesh. Tolls at 
one time used to be levied for the m<tintenance of roads in most parts of the country 
hut have now been abolished, except in one or two States. District boards, 
derive zome income from ferries within their jurisdiction. 

122. The principal taxes on persons now levied by loca.l bodies are the 
following :-

(l) 
I •' 

taxes on circumstances and property in Mad]lya "Pradesh, Utter 
Pradesh, Bihar and Orissa. 

(2) tax on professions, trades, and callings in Bengal, Madras, Uttar 
Pradesh, Madhya Pradesh and Punjab .. 

(3) a tax on comp!l.nies in Madras. 
/) 

(4) a tax on pilgrims in Madras, Bombay, Utta.r ~ra.desh, Ma.dhya 
Pradesh, Bihar and Orissa. 

(fi) a terminal tax on passengers in Calcutta. 
(6) a tax on motor bus passengers in Bihar. 

123. Fees and licences are numerous and are levied by almost 
every municipality in India. They may be classified· under three princfpal 
heads:-

(1) fees for specific services rendered · by the municipality, such as 
private scavenging. · 

(2) fee which are partly in the nature of luxury taxes and partly for 
purposes of regulation, such as licences for music, vehicles, dogs and 
other animals. 

(3) licence fees, the primary objeat of which is regulation, such a.s fees 
for offensive and dangerous trades. 

124. In Bengal profession tax is also levied in the form of licence fees. 
Income from non-tax revenue is generally from markets and slaughter houses and 
rents of buildings and lands owned by the local bodies and it cannot be sa.id that 
this is very important source of income, except in certa.io municipalities. 
The public utility undertakings c:msist mostly of tram .vays motor bus 
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------· ·----------
eervice3 !!.nd electric supply. Tramways are of importance only in the three 
cities of Bombay, Calcutta and 1\fadras. It is only in Bombay that they 
are run by the local body. ln Calcutta the tramways are run by a private company. 
Motor bus transport is being provincialised in almost all States. Only a. few 
local bodies are allowed to run bus Eervices of their own. In Bombay, Simla and 
Ahmedabad the municipalities run bus services but so far as is kr.own their financial 
results are not very striking. Electricity which is a good source of income is also 
being gradually provincialised. Where local bodies are allowed to run such 
concerns they make a g.Jod income from them. But there is no prospect of local 
bodies deriving a considerable part of their income from public utility undertakings 
as in some European countries like Germany, HoHand etc. 

125. The other main item of non-tax revenue is Government grants. 
Government gL·ants play a very insignific'!.nt part in the finances of the City 
Corporations of Calcutta, Bombay and Madras, a slightly larger part in the 
finances of other munic:ipa!Hies, but a .very large part in the ,finances of district 
boards, 

. 126. The position described a. hove is reflected in figures ~s follows :-
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Table showing the income and percentage to total income under main heads of local bodies in India (1946-47 
-- ....;? 

excluding village authorities) 
-------------c---------,--'---------------------------'-----------------------
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¥ 
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CHAPTER IV 

POWER OF TAXATION. 

127. Prior to the enactment of the Government of India Act, 1919, local 
authorities imposed certain taxes under legislation passed by the Provincial 
Legislative Councils; with the previous approval of the Government of India, but 
in several cases the imposition of such taxes was subject to general rules made or 
~pedal orders i~sued by the Governor General in Council. Control by the Govern
ment of India over the powers of taxation of local authorities was thus almost 
unrest ric ted. . 
. 128, This position was completeiy changed by the Government of India Act, 1919, 

under which local self-government became a transferred subject and came under the 
control of elected ministers in each province. The control of the Government of 
India over the administrati()n and finances of local bodies was abolished. Certain 
taxes were specified in statutory rules and included in what were known as the 
Scheduled Taxes. For the levy of a scheduled tax the sanction of the Governor 
General was not necessary. These scheauteutai."es were divided into two classes :-

(1) Taxes which may be imposed by a Provincial Legislative Council 
' without the previous sanction of the Governor-General for the 

purposes of the Local Government. 

{2.)· Taxes which a Provincial Legislative Council may impose or 
authorise a local authority to impose for the purposes of such local 
authority. 

/129. We are concerned ·here with list (ii) onl;', in which were included the 
the follcwing tax_es :-

(1) A toll 

(2) A tax on land or land values. 

(3)· A tax on buildings. 
(4) A tax· on vehicles or boats. 

· (5) A tax on animals. 

(6) A tax on menials and domestic servants. 

(7) An octroi. 

(8) A terminal tax on g6ods imported into or exported from a local area 1 

save where such tax is first imposed in a local area. in which an 
octroi was not levioJ on or before the 6th July, 1917. 

(9) A tax on trades, p;.oufessions and callings. 

(10) A tax _on pi:ivate markets. 
(11) A tax imposed in return for servjces rendered, such as :

(a) a water rate, 
(b) a lighting rate. . 
(c) a scavenging, sanitary or sewage r~te, 
(d) a drainage tax. 

(e) fees for the use of markets and other public con· 
veniences. 
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In persua.nce of this authority, the taxes specified above wepe included in the 
provincial enactments in the list of the taxes which local bodies might impose for 
their own purposes. There are, of course, slight difference. For instance, in 
provinces like Madra.s, Bengal, Bihar and Assam, where octroi has not been allowed, 
there is no mention of such a levy in the Acts constituting local bodies. But, 
otherwise, the general structure of the list of taxes is the same. 

130. The Scheduled Taxes Rules were repea.led with the enactment of the 
Government of India. Act, 1935, the Seventh Schedule to the Act of 1935 contained 
three lists of subjects: the Federal List, the Provincial List and the Concurrent 
List. Local authorities and the taxes which they might impose were not mentioned 
separately. List (ii) of the former Scheduled Taxes was included in the Provincial 
List, without any indication that the taxes in question were reserved for'local 1 authorities. This change bas proved rather unfavourable for local authorities,. as 1 

State Governmeuts have, in certain cases. utilised what were previously recognised 1 

· to be purely local taxes for their own purposes. · · 
· 131. This position is[ continued in the new Constitution of India..') It 
contains three lists of subjects,'tne Union List, the State List and the Concurrent 
List. These lists deal with the allocation of subjects betweeu the Union·and the 
States. Local bodies are not mentioned separately. Some of the items which 
belong to local bodies and were included in List (ii) of Scheduled Taxes during 
the Montagu·Chelmsford Reforms are included in the Union List, sueh a.s terminal'· 
taxes, while the majority of them are included in the State List. In some State~ 
taxes on property and in other· taxes on professions, trades, callings, and 
employments are being used for the purposes of the State, though these taxes are 
allocated to local bodies under their constituent Acts. In order to give to the 
local bodies definite source3 of re>/enue, it is suggested that a. convention may be 1 
esta. blished by which net proceeds from the following sour cas Qf revenue shall be\ 
,exclusively available for the local authorities : . 

" Union List v 
(1) Item No. 89. 

Terminal taxes on glOds ·or passengers ca_rried by railway, sea, or 
air i 

State List ' 
· (2) Item No. 49. · 

Ta.xes on lands and buildings. 
(3) Item No. 50. 

Taxes on mineral rights subject to any limitations ·imposed by 
Parliament by law relating to mineral development. 

(4) Item No. 52. · · 
Taxes on the entry of goods into a local area for consumption, use 
or ~:>ale therein. 

(5) Item No. 53. . 
Taxes on the consumption or sale of electricity. 

(6) Item No. 55. .., 
Taxes on advertisements other tban advertisements published in the 
news pa. pars. 

(7) Item No. 56. 
Taxes on goods and passengers carried by road or on inla.nd 
waterways. 

(8) Item No. 57. 
Ta.xes on vehicles, other tba.n those mechanic&lly propelled. 
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(9) , Item No. 58. 
Taxes on animals and boats. 

(10) Item No. 59. 
Tolls. 

(Ill Item No. 60. 
Taxes on prufessions, trades, callings, and employments. 

(12) Item No. 61. 
Capitation taxes. 

( 13) Item No. 62. 
Taxes on entertainments including arnusemeuts. 

132. The power of taxation of bcal bodiee depends on their respective 
constituent enactments. So far as City CJrpJrations are concerned, their power is 
c:mfined to a few item:~ ; 'they cl.nnat gJ outsld; those item3, The taxes they can 

\impose are of a compulsory nature ; they have no option in selecting them. They 
'can only vary the riiws- within the statutory limits, where the3e are PL'escri.bed. 

, But within the list of items allotted to them their power is final and is not subject 
to the ~pproval of any ell.ternal authority. 

133. This c!l.nnot be said of other locl.l bJdias. They operata over a wider 
range of taxes. In some Acts it is stated that bcal bJdies may impc;se any tax 
which it is within the competenc3 of the State ,L3ciislature to impose. But 
their pJWeL' tJ impJsa fresh taxflotiou 01:. mJiify or abJlish an exi:>ting tax is not 
unrestricted, as in the case of City Corporations. 

134. In their Res)lution dated 16th May, 1918, the Guvernment of India 
.expressed tha view that bJard~, bJth municipll and rural, with substantial elected 
majorities, should ha.ve full liberty to impJsa or alter taxa.tiou within the limits 
laid down by law ; wharanJ limits ware impJsad by the la.w the sanctbn of outside 
authority should be required to incre1ose a.n existing tax. BJards which \\'era 
indebtei to G:wernm:mt should nat ba a.lbwel to reduc3 a tax without tha sanction 
of Government. 

135. With the coming into £orca of the Government of India Act 1919, and 
the tra'nsfer of loca.l self- overnmant to elected ministers in tba provinces, the above 
views of the Government of India were no longer binding on Provincial GJvernments. 

( 
The pr~nciple enunciated is, however, valid even to-day and His, therefore, necessary 
to sea wha.t pr0gress has bean ml.:la in enhrging tha power of taxation of local 
bodies during the last 3) ye,\rs or so. As the position varies from State to State, 
it is necassa.ry to review it State-wise. · 

MADRAS 
136. The taxes leviable by local bodies in this State are :-

(1) Property tax in the ca.sa of Madras CJrporation and mofussil 
municipalities and house tax in the case of panchayats. 

(2) Profession tax. 
(3) Tax on vehicles and animals. 
(4) Tax: on carts. 
(5) Surcharge on stamp duty. 

( 6) Tax on pilgrims. 
(7) Tax: on timber brought into tha City of Madra.s. 
(8) Tax on ~ompanie3. 

(9) Tax on advertisementa by the Madras Corporation. 
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Local bodies are at run liberty to impose or alter the rates of the profession\ 
taxes, taxes on vehicles, animals and carts subject to the maximum rates prescribed i 

in the Acts. ' 
-

137. As regards the property tax, the Madras City Municipal Act, 1916, 
provides for the minimum and maximum rates at which property tax in Madras 
City may be levied. The Corporation of Madras is at full liberty to fix the rates 
of the tax subject to the maximum and minimum laid down in the Act. No such 
maximum rate bas been laid down in the Madras District Municipalities Acts in 
regard to mofussil municipalities, but in the case of vacant lands maximum rates 
have been pre.roribed in the rules issued under section 81 (iii) of the Act which the 
local bodies have to follow. Mofussil municipalities are at liberty to levy the 
property tax at any rate, subject to the maximum mentioned above in the case of 
vacant lands. The Madras District Municipalities Act at th'3 same time confers 
power on the State G<>vernment to cJmpal municipa.l. councils to levy property tax 
at the rates fixed by the Government. · · · 

Local bodies have to obtain the sa.nction of the Government for abolition or 
reduction iii the rate of tax, if they are indebted. 

138. The surcharge on stamp duty is levied at 5 per cent. in the M'adras 
City and mofussil municipalities and at 4 per cent. in non~municipal areas of the 
value of properties transfened. 

139. Municipal Councils· and Local Boards are empowered to levy a tax on 
pilgrims leaving municipalities or local board areas or their neighbourhood by rail 
at the rates specified in the Acts. No new pilgrim tax or an increase in the rate of 
any existing tax can now be made without the sanction of the Government of_India, " 
as pilgrim taxes are included in the Ubion List. 

l 40. The tax on timber is levied at a rate approved by the Madras Corpo
ration but the rate cannot exceed fi!!'_Jupees per ton as prescribed in the Act. As 
long as they keep within this maximum limit, no sanction of the State Government 
is necessary. 

141. A tax on advertisements is levied at sueh rates and in such manner as 
may be fixed by the Madns Corporation with the approvr.l: of the State 
Go\ernment. . · 

142. A tax on companies which is distinct from profession tax and therefore 
not subject to the money limit to the Profession Tax Limitation Act, 1941, is levied 
by the Corporation of Madras a.t rates prescribe<'!!..l!..the Act. · · · -

BOMBAY ~ 
l 43. Local l:odies in this State can impose any of the taxes which such local 

body is authorised to levy under the respective Acts. However, before a tax is 1 
imposed or alterel the sanction of the competent authority, viz, the Government or \ 
the Commissincr as the case may be, is necessary. No limits as regards taxes 
are laid down either in the Bomba.y District L::>cal Boards Act, 1923, or the Bombay' 
Village Pa.nchayats Act, 1933, or the Bombay District Municipal Act, 1901, or the 
Bombay Municipal Boroughs Act, 1'925. However, maxim!l. and/or minima. fof' 
certain taxes are laid down in the Acts governing the Bombay Corporation and the 
other City Corporations. Subject to those limits, the Corpora.tions ba.ve full 
liberty to levy taxe:; permitted to them by la.w without reference to Government. 
Il; will be clear from the above tha.t local b::>dies in this St~te otqet' than municipal. 
~orporations, ~ave no independent powers of taxation, . ..:. 
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WEST BENGAL 
. 144. The relevant Municipal Acts, viz. the Calcutta Municipal Act and the 
Beng~l Municipal Act prescribe the maximum limits for the different taxes leviable 
and the municipalities are free to impose or alter these taxes within such limits. No 
sauctign of Government or any other authority is required for the purp">se. The 
only exceptions are (i) tolls on ferries and bridge~ under the Bengal Municipal Act 
1932 and (ii) taX: on p3troleum leviable under section 181 of the Calcutta Municipal 
Act, 1923, which requires the sanction of the Centra.! Governm1nt and h!J.s not actu· 
ally been levied in Calcutta.. 
- · The scales of license fees levied by municipalities under sections 123 (2) and 

370 (3) o.f the Bengal Municipal Act are also subject to Government approval. 
: \45. The onJy notable power o£ taxation district boards pes3ess is the power 

to fiJ!: the a.nnua.l_rate of the road cess under section 38 of the Cess Act, 1880, read 
with section 4~ of tll~ .Benga.l Local SeiC·GQvernment Act of 1885. The maximum 
limit is prescribed by section 6 of tha former Act. Both the road and the publics 
work cesses are being levied at the maximum rates. As in the case of municipali· 
ties, the· power 1 of District Boards to levy tolls is also subject to the sanction of 
eutside authorities. (Section 86A and 86E of the Beng'lol Local Self-Government 
Act, 1885.) 
·~- ' - . '· 
. . 146. _ Union _Boards, which op3rate in rural areas over groups of villages, 
have also fairly wide powers of taxa.tion subject to the ·ma.ximum limit of Rs. 84 
per annum for an individual assessee an 1 to the power of the District Magistrate 
to revise· .the assessment at any -time {Sections 48 and 40 of the Bengal Village 
Self-Government Act, 1919). · · . . : 

147. The suggestion made by the Government :of India for control over 
reduction of taxation by indebted Boards was not acted up:>n in this State. . The 
proposal was considered reasonable but no amendment of the law was made for this 
purpose. Provision has,· however, been made in section 116 of the Bengal Munici
pal Act 1932, for exercising control, where necessary, over the bud~ets of indebted 
municipa.lities and ample provisions also exist in Chapter VHI of the Calcutta. 
Municipal Act, 1923 as rega¢s the Calcutta Corporation and in the Lacal Authority 
Loans Act, 1914, as regards other local bodies, to ensure repayment of L'lans granted 
or guaranteed by Government. 

UTTAR PRADESH 
148 •. No mnnicipal board, district board, notified area committee or town area 

committee has liberty to impose or alter taxation irrespective of the fact whether 
any limits, are Jaid down_ by the law or not. Under the existing enactments 
relating to these bodies .. proposals for· imposition OL' alteration of any tax 
require the sanction of the State Government in the case of city municipalities and 
district boards and of the Commissioner of the division in the case of other Munici
pslities and notified area c·ommittees and of the District Magistrates concerned in 
the . case of town area committee. Section 130A of the U .P. Municipalibies Act, 
1916, even empowers the State Government to compel a. municipal board to impJse 
additional taxes or to modify the rate of any tax already levied. Thera·· is generally 
no limit prescribed by law for the taxes obtaining in these four classes of local 
bodies, except for the circumstances and property tax in the district boarls and 
also for their local rate. • 

· 149. However, tha Development Board of Kanpur and the Improvement 
Trusts of Agra and Banarai do not require the sanction of any outside authority 
to -i.mpose ·the taxes a vail able to them under their respective enactments, namely, 
a betterm.erit tax and a surcharge on stamp duty, but the rates and otb,er inc~dent~ 
of these levies are laid down in those enactments. 
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PUNJAB 
150. A municipal committee m1.y levy any ta~ included in the ·list of 

permissible taxes, within the limits laid down by the law. This power is, however, 
subject to the provision that the committee shall not impose a.ny tax without the 
previous sanction of Government when 

(a) it consists of members less than three-fourths of whom have bee~ 
elected, or 

(b) its cash balances have, a.t a.ny time within the three months preced· 
ing the data of the'passing of the resolution imposing the tax, fallen 
below Rs. 20,000 or one-tenth of the income accrued in the previous 
financial year, whichever amount shall be less. · 

With the previous apction of Government, the municipal committee may levy any 
other tax which Government has power to levy in the State. 

151. A district board may levy any tn.x which the State Government ca.n, 
levy in the State. It cannot, however, reduce or enhance any tax without the 
previous sanction of Government. All district boards are bound to levy a local 
rate which is a land cess levied on the basis of annual value of land, 

152. Panchayats can levy any tax which the State· Government can impose 
in the State with the previous sanction of Government. They cannot abolish, 
reduce or enhance any tax except with the pTavious sanction of Government. 

BniAR 
153. The district boards hayE) not been given a.ny power of taxation 

under the existing nrovisions of the Bihar and Orissa Local Self Government Act 
(Bengal Act III of 18R5). They have, therefore, no discretion in the imposition or 
alt.eration of a tax. The municipalities are competent to fix the rates of taxes and 
fees subject to the maxima laid down in the Bihar and Orissa Municipal Act (the 
Bihar and Orissa Act VII of 1922). They cannot, how2ver, decrease the rate of any 
tax levied by them without th9 previous sanction of Government (vide section 104 
of Bihar and Orissa Municipal Act. 1922). 

ORISSA 
154. Under the Madras District Municipalities Act, 1920 (Section 

78) which"is applicable to Ganjam district a municip!!.lity may levy any permissible 
tax at a rate determined by a resolution of the Municipal Council. The rate of levy 
of a new tax or increase in the rate of an existing tax, however, shall be published 
in the Gazette. No limit is impo3ed by the Act for such taxes. The Municipal Coun
cil cannot abolish an existing tax or reduce its rate without the prior sanction of 
the State Government and municipalities which have an outstanding loan either 
from Government or from public or any other local body can give effect to the 
abolition reduction only after obtaining the sanction of the State Government. 

Municipalities in North Orissa a-ra subject to the same restrictions as regards 
taxation as municipalities in Bihar. 

Under the unified Orissa Local-Government Act, 1950, which was passed by the 
Orissa Legislative Assembly recently and under the Orissa Municipal Bill, restrictions 
on the maximum rate as in Bihar and Orissa. Municipal Act have been proposed. 

155. Under the Ociss:1. Gram Panchaya.ts Act 1949, panchayats may levy 
certain taxes within the limits prescribed in the Act. There is no provision :regard
ins sanction of outside authority for the levy of such ta.xes. 
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MADHYA PRADESH 
-156. Tbe first impJsition of any tax by a municipal c:>mmittee requires 

Government SJ.nction under section 67 (5) of the'· Municip'l.litiei! Act. No 
limits prescribing rates have been laid down by Government. The proposal 
for reduction of any tax by a municipal committee d,e3 not require Government 
sanction under section 68 (2) of the Municipalities Act. If a Municipal Committee is, 
however, indebted to Government such sanc':ion is necessary under proviso to section. 
66 (4) of the Municipalities Act. In ·the case of Janapada. Sa.bhas imposition of 
taxes under section 89 of the Local Government Act does not require Government'11 
sanction. All proposais regarding taxation-whether firsL imposition or reduction or 
incre&se in the rates-have to be published through Government for inviting 
objections. 

ASSAM 
157. Under secUon 52 (D) of the Assam Local Self-Government Act, 

1923, a district board may impose within its jurisdiction any of the permissible taxes, 
but the previou> sanction of the State Government is necessary. Under section 59 
of the Assam Municipal Act, a municipal bo3,rd may impose any tax permitted to 
it, but when the board has taken a loan from or guaranteed by the State Govern• 
the board shall not without the previous sanction of the State Government make 
any alteration iu respect of any tax \Vhich may have the effect of reducing the 
income of Lhe b::1ard. 

158. A municipal board may from time to time, and in accordance with tho 
scale of fees to be approved by the Commissioner in the case of the Assam Valley 
Division and by the State Government in the case of the Surma Valley and Hill 
Division, charge of a fee in respect of the issue a!!d the renewal of any license 
which may be granted by the board uoder the Act and in respect of which no fee 
is leviable under sub-section (1). 

The sanction of the State Government is required to the levy of fee on boats, 
including steam boats and other vessels mooring within the municipality . 

• 
GENERAL OBSERVATIONS 

159. We ara charged with the duty of making recommendations for the 
improvement of financial resources of hca.l bJdies. A consideration of this matter 

raises two issues:-
(1) whether the existing financial resources have or have not been fully 

utili sed ; and . 
(2) whether the existing resource;; ar.e ir~uate and are in need of 

enlargement ? 

In regard to (1) the resolution of tbe the Local Self·Goverr:.ment Ministers' 
Conference (194:8) recommending the appointment of this CJmmittee l recognised 
that the local be>dies were not utilising even the existing resources '-fully.'; In 
order to see what justific!l.tion ther.3 Wd.S for such an assumption, we -addre;;sed 
an. enquiry to ten selected municipalities in eg.ch State asking them ~bout rates 
of taxation and license fees prev(l.lent in the ye:us 1931, 19-!1, 19! 7-1~-!S and 
1949) The result of this enquiry re-inforct!d by the ovidence received' c-Jnfirms 
the presumption made in the a bove-m:mtioned rescJlution) We C'1nsi ler that no 
useful purpose will be served by g >ing int 1 details of ca<;es where rates of taxatiJn 
ha.ve remained unchanged over long periods of time. We would only bring the point 
to the notice of tho State Governments so that they might take appropria~e actbn 
with the J,>ca.l bJdies in question. L0cal bJdie3 whiah d,J not utilize their ex· 

1 isting powerlil of tax~tbn c;:~n have no claim on tLG fina,ncial resources of th~ 
I ~~a:t(!: 
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160. In order to make the best use of the existing £nancial resourees, it 
is not only necessary to uljilise the exi!!Jin.g powers of t~xation to the full, but; 
also to improve the machinery for budgetting, accounting, a11sessment and i • 
collection oT taxes, recruitment and control of personnel etc. We will deal with I 
these points in their proper places. 

161. Coming to the second question, viz., enlargement of existing £nancial 
resources, there is no doubt that existing resources are inadequate but in consider· 
ing the (JUestion of the enlargement, we have to deal with the following matters :

!(1) enlargement of existing wwers -of taxation·: -. :.~ - ' _,< ·- .-.- .:J 

, (2) shad.pg of taxes with the"'state Government : 
: (3) ent~usting more and more public utility undertakings to locl£1 bodies. 

Points (2) and (3) will be dealt with in separate chapters.' In this chapter 
we are concerned only with point (1). We have already suggested that (there 

· should be a. definite earmarking of the proceeds of ce.rtain 'taxes for the purposes 
of local bodies.} This position prevailed during the entire ped~d of tb~ ¥ontagn-\, 
Chelmsford Reforms when the Scheduled Taxes Rules were m operatiOn~ ·we 
recommend a. practical reversion to that position which cannot be said to ha~e 
worked unsuccessfully. It is (necessary to give elastic sources of reveiluest.1io 
the local bodies, in view of the fact that their expenditure is constantly ifi· 
creasing and the revenues at their disposal at preJent are comparatively 
statio.) The recommendations that we have made reg11.rding the new taxes will, 
we hope, give the local bodies expanding sources of revenue. More than·thirty 
years ago •. the Gover~ment of Ind.ia . :ecom~D:ended tha~ municipal .'and rural 1 boards, With substantial elected maJorities, which are not mdebted to Government· 
should have independent powers in respect of taxes which they were permitted. 
by law to raise. As will be seen fr.dm the review made above of the existing 
position this recommendation has not been adopted by several States, even 
though the principle of election has been accepted so far as the constitution of 
local bodies is concerned. The position, therefore, is that while the initiative) 
in regard to prvposals for taxation lies with the local bodies, the power of 
sanctioning such proposals rests, in the majority of ~ases, with the State Gov. 
ernments. ~_esponsibility thus gets blurred and ih is not possible tg say whether., 
the inadequacy of £nancial resources of local bodies is due to the reluctance of. 
local bodies to tax themselves or to the refusal of the State Government to 
sanction such proposals -of taxation as were m!Lde by local bodies. We were,· 
given to underst!Lnd in evidence that there have been cases where local bJdies 
have approached State Governments with proposals for taxation but the Govern: v 
mente concerned have not accepted them. This is a position which is fair neither 
to the local bodies nor to the Sta.te Governments themselves. We think that 
where local bodies have not got independent powers of taxation, they should be 1/ 
given such powers, subject to maximum and minimum limits in each case to be 
prescribed by the Acts or the rules framed thereunder. . . _ 1 

Within these limits, local bodies should have a fresh h!!.nd in determining 
the- rates of taxes. Where a local body is unwilling to impose a tax at &n &de• 
quate rate, the State Government should have the right, in the £rst instance-, 
to give friendly advice and if the locaJ body fails to carry it out the State <lov• c 
ernment should in the last resort have the power to impose or nise the ta.x 
themselves and particularly the power to deal with emergencies. Two of our 
collegues are, however, of the view that the Sta.te Government should not ha.Te 
any such power. They think that where a. local body disregards any such advice 
given by the State Governm&nt, they should dissolve tbe · local body and if the 
newly elected body also refused to act upon the advice of the St-,te Gonrn!llent. 
they should supersede the local body. 
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CHA'?TER V . 

PROPERTY TAX (GENERAL) 
PART-I 

162: . Property tax is levied by local bodies in India under the Acts 
constituting them. It _comprises:-

(a) .a. tax for general purposes on lands and buildings, 

(b) _ a water and drainage tax ; 

(c) a. lighting tax : 
(d) a conservancy or scavenging tax. 

It is optional with municipalities to levy this tax, except in th13 City Corporations 
-of Bombay and Calcutta where it is compulsory. Foil 1wing English practice pro· 
party tax levied by local bodies in India is assessed on real estate and not 
on personality, or movable property. The question -..vhether movable propedy 
should not also be taxed by local authorities has been discussed on many 
occasions in England. The deci&ion taken has always been the same, namely, 
to c'lnfine local taxa~ion to immwable property and !.:Java movable property 
fur Central taxati Jn. 

163. In England, property tax is a charge on the occupier and not on the 
owner. In India, the tax is a charge on the owner. In Calcutta and Howrah where 
a consolidated rate (including also service taxes (b), (c) and (d) above) is levied, 
half of the taxi;; payable by the ownor and t 11e other half by the occupier. 

164. There is differer..ce of opinion as to whether rates on property are 
the most appropriate forrn of taxation for local purposes. At one extreme is the 
view that tax should be b.:~osed on tile inc:Jm3 or capacity of the payer and that 
th13 rateable value of th'd premises -..vhich a p)rson happoe~s to own is no index 
of this capacity.* The objection is pt~cticularly applicable in the case of persons 
who have inherited big ancestral residential houses with•)ut having the financial 
resources adequate for their maintenance or payment of rates. The other view 
is that the characteristic of a. good !Jcal tax baing its stability and the localisation 
of the tax. ba<;ed within the jurisdiction of the taxing authority, a tu on land 
and building'J for local purposes has much to recommend it .t We have 
received evidence that the imposition of this tax on impacuniou:1 owners of big 
houses has often caused hardship, but no suitable alternative could be 
suggested by anybody especially for States where no octroi is levided, Levying 
local tax on the ba.sis of income is an ideal which w,mld bs difficult of achieve
ment even in a utitary state ; in a fed'3ra.tbn, where inC)m6 tax is the pre· 
rogative of the Centre and where State> are left 'with certain specific items of 
revenue, it is impossible to devise a mathod by which this can ba done. In 

, view of this practical difficulty, we are of the opinion that the existing system 
should continue, though harpship t 1 owner-Jccupiars may be alleviated 
by introiuoing som3 fhxibility in m3th'ld of valu'l.tion of properties of different 
categories. · 

[ 

165. In district boards, property tax is levied in the form of a. cess on 
[\ land but there is no h1usa tax, except in one district board. The cess on land 

*Cole-Local aud Regional Government. 
tMr~. Ur~uls Hi<;ks-~ublic Finance, page 276, 
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is discussed in a. separate chapter. The Coorg District Board ~s the only district 
board in India. which levies a hc,use tax under section 4-A of Coorg District Fund 
Regulation, 19:0. Some district boards and municipalities levy what is called a 
'tax on circumstances and property'. This_ is levied on ·a. comprehensive basis 
on both income and property, and partakes of the nature of a tax on in~me as 
well as a tax on property. In village pa.nchayats in Madras, Bombay, Madhya 
Pradesh and Orissa, the property tax is compulsory under th~ Acts constituting 
them. It is optional in village 1 ar.cl-.ayats in Uttar Pradesh, Bihar and Assam. No 

-- - .. --· ---._.f -

property tax except a 'union rate' ·(which is assessed according to the circum· 

stances and property of the inhabitants within a union) is levied by Union 
Boards in We;t Bengal, which are the counter·parts of.pancbaya.ts in other· States. 

166. In the States of Punjab and Bombay, an urb!!-n immovable property tax 
is levied by the State g'lvernments for provincial purposes. In Bombay, the tax is 
levied only in the three cities of Bombay, Ahmedabad and Poona. But in Punjab, 
it is levied in all district headquarter towns. Owing to the super-imposition o1 
this provincial tax over the local pro;erty tax, municipaliti~s in 'the areas coi.J.· 
corned find it difficult to increase the rates of their house tax. Property tax seems to 
us a tax particularly suitable for exploitation by local bodies and we think it desir
able that State governments which are now levying such a. tax should withdraw 
from this field on the cJndition that an equivalent local tax is imposed by the 
municipality. .1' 

167. In BJmbay the Honourable Minister for Finance. in his speech on 
the Finance Bill for 19-!9, made the following statement:-

"Government have, however, in order to helfl this muni· 
cipality (Bombay • Municipality) and other Urban 

municipalities where the Urban ImmovaQle 
Property Tax is imposed, agreed that when' 
these municipalities raise the lev.el of the general tax, 
Government will corraspandingly reduce the rate 
at which the Urban Immovable Property Tax is levied". 

Though no official orders in this ·sense :have been issued, it is understood 
that tho Government of Bombay is willing to consider the reduction of· the provin· 
cial property tax on the merits of each case when such a. request is made by.any 
of the municipalities concerned. In the case of Puana. such a reduction ha.s already 

been made. 
163. The Punjab Government sallm )o take a different view. We would 

earnestly request them to reconsider the matter and withdraw the provincial ta.x ./ 

in favour of local bodies. 
169. Income. The income derived by municipa.lities from property taxas . 

in all the majJr States of India. in Hl25-26 and in 1946·47 is given in the statement -

below:-
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CHAPTER v 
~ -

Statement-showing tb.e growth of income from property taxes with 
· reference to the total income from rates and taxes of City 

Corporations and Municipalities in the various States 
of India from 1925-26 to 194S-47. 

The figures given in brackets represent percentages to total tax income 

19 25-26 

Income from Income Income Income 
tax on from from from 

Total houses & conservancy water rate lighting 
. Province • ~taxation lands and rate & & rate & 

income percentage to percentage percentage percentage 
column 2 to column 2 to column to column 

(in brackets) 2 2 

1 2 3 4 5 6 

MADRAS (exclu- 70,10,632 27,68,430 12,38,986 
. ding Madras 
.. City) 

. (39.4) (17.6) 

Madras City ... 40,33,826 16,19,733 10,83,927 
(40.10} (26.62) 

130M BAY (ex· 1,53,09,561 26,81,469 13,33,112 33,10,954 
eluding (17.5) (8.7) (21.6) 

Bombay City) .. 
l3omba.y Ciiiy ... 2, 72,51,808 1,28,75,545 31,79,773 6!,93,447 

(47.25) (11.67) (23.83) 

WEST BENGAL 62,11,862 22,58,288 16,21,868 10,79,639 
(excluding (36.3) (26.1) (17.3) 
Calcutta) 

Calcutta. City ... 1,57,78,474 1,40,92,259 
(89.43) 

76,667 
(0.48) 

UTTAR 1,01,80,680 9,05,139 1,32,886 1,39,818 
PRADESH (8.8) (1.3) (13.0) 

PUNJAB 72,68,183 6,08,868 11,248 1,94,029 
(8.0) {0.14) (2.57) 

. BIHAR & 24,82,309 . 9,97,028 6,35,154 2,68,087 
ORISSA (40.(1) (25.6) (10.8) 

MADHYA 38,89,569 1,22,041 4,68,046 5,52,026 
,PRADESH· (3.11) (12.0) (14.1) 

ASSAM 5,56,!)30 1,68,244 1,42,529 1,06,713 
(30.2) (25.6) (19.1) 
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j -~'atal_ t.u::J• 
1946-47 

In::oma Incxn 3 Inc)m3 Inc )me from. 
i t10n mc.lma from tax fnm from lighting 

Province I on houses water rata causer- rata 

I 
& lands and per vancy aud percent· 

I and percant- centaga""to rate and age to 
age to· col. 2 col. 2 percentage col.2 

I to col. 2 
1 2 3 4 5 6 

MADRAS (axclud· 25,620,441 69,41,582 3J,53,109 9,63,616 54,34,726 
ing Madras City (27.09) (11.9) (3.7) . (21.2 
Madras City 1,07,72,642 48,58,855 6,26,877 

(ax-
(45.10) (5.81) 

BOMBAY 2,05,89,098 35,21,86J 49,38,351 14,67,816 3,14,300 
eluding Bombay (17 .105) - (23:93) (7.12) 
C1ty 
Bombay City . 5,43,10,763 87,75,728 1,34,81,288-48,54,811 

·wEST~L (16.15) (24.82) (8.93) 
78,35,453 42,77,935 3,95,868 16,06,9)2 3,06,919 

(excluding) (54.5) (5.05) (2.5) (3.9) 
Calcutta) 
Calcutta. City. 2,41,59.100 2,19,50,60J 

(9.0) 
levied as a. consolidated r!l.ta 

·UTTAR PRA· 2,75,10,000 2,370,000 46,90,000 2,00,000 
DESH (8.6) (17.0) (0.7) 
PUNJAB 53,50,878 5,00,027 4,18,191 18,806 

~.34) (7.8) (0.3) 
BIHAR 44,63,948 1: ,28,366 5,26,278 12,73,996 21.823 

(43.13) (11. 74) (28.55) (0.48) 
ORISSA 6,31,113 2,15,909 52,205 1,77,647 

(3!.2) (8.8) (0.8) 
MADHYA PRA· 1,10,96,594 8,66,784 14,09',595 14,73,539 30,521 
DESH (7.8) (13.8) (14.4) (0.30) 
ASSAM J0,42,102 4,12,734 2,09,303 3,18,469 44,682 

(39.6) (2.08) (3.5) (4.2) 

It will be seen that this tax: is of major importance in Madras, West Bengal, 
Bombay, Bihar, Orissa. and Assam. In Bombay the rates of house tax in many 
municipalities are far lower than in municipalities of correeponding size in Madras. 
In Punjab and U_ttarJ>ra.dosh it is of comparatively minor importance. It is levied 
in a few municipal areas and where lovied the rate is very low. There seem to us 
great possibilities '- development o£ this source in these two States. In Madras,. 
West Bengal, Assam and Orissa. the property tax is levied by all municipaliti8$. 
In Bombay the house ta.x is levied by all municipalities, except three, namely 
Ahmedabad, .Gudguddapur, and Ulvi. These exceptions are only nominal, a.s Ulvi· 
and Gudguddapur are pilgrima"a centres and the municipalities there function 
only during the pilgrim season. a Ahmedabad municipality levies a high water rata 
which partakes of the nature of a hm1se tax a.nd would not be levied a.t that rate 
but for this fact. In Bihar, house tax is levied by 54 out of 57 municipalities. In 
Uttar Pradesh, it is levied only in 33 out of 110 municipalities. 

170. Generally the tax is levied a.~ a. flat rate, but in certain municipalities, 
such as Madras City, Poona.1 Lucknow, Brrach and possibly a few othors, the tax 
is levied at a progressive rate ; i.t:., at a higher percentage on houses having larger 
annual value. -

71 



CHAi?TER V 
--------------------------------·-----------------------

i71. In the Calcutta Municipal Act, a maximum of 23 per cent. of the annual 
value is prescpib~ for the consolidated rate leviable by the Corporation3, which 
Includes the general property tax plus the water, lighting and conservancy rates. 
There is no prescribed minimum for the consolidated r.ates. In the case of the 
Corporation of Madra~. a maximum of 20 per cent. and a minimum of 151 per cent. 
have been fixed. In the City of Bombay Municipal Act, a mir,imum of 8 per cent. 
and a maximum· of 21 per cent. have been prescribed for the general tax. For 
district municipalities of West Bengal, Bihar, Orissa and Punjab maximum rates 
for the levy of the tax are prescribed. In the remaining States there is no pre· 
soription of maximum or minimum rates. 

172. The City CorpJrations of Madras, Bombay 1.nd Calcutta are compet'3.nt 
to fix any rate for this tax within the statutory limits without obtaining the pre
vious sanction of the State Government. In West Bengal no prior sanction of the 
State Government is necessary ·for the imposition of the rates within the pre3cribed 
limit. In Madras such district municipalities as are not indebted can also do so 
,vithout such sanction.' In all other cases, the prior sanction of the State Govern· 
merit is necessary to the levy of the tax. 

173. Taxation in any form is unpopular and municipal boards are 
generally reluctant to impos() fresh taxation. As between direct and indirect 
taxation, direct taxation is much m1ra unpopul:;.r~ In Madras aud Bengal, which 
have. been accustomed to property tax from the ·early days of British rule, the tax: 
does not provoke the same degree of oppJsition. But in States lil:e Uttar Pradesh 
and Punjab, proposals to levy house tax: are strongly opposed and that is why the 
levy of house tax is restricted to a small number of municipalities and even there the 
rate is generally low. In view of this feeling and the consequent reluctance of 
municipal councils to impose property tax within their areas, State Governments 
have acquired or are con3idering the needs of acquiring power to levy property tax 
for local bodies on a compulsory basis. \Vhare, ho>vever, statutory power is 
already vested in Government such indirect pressure is out of place. As almost 
all local ):ladies are receiving financial as3istance in Qne shape or another from State 
Governments, they are generally not in a position to refuse compliance with such 
prssure. In one State, we w6re told by the Minister in charge of Local Self· 
Government that, in his view, the power of taxation should be taken away entirely 
from local bodies and vested in the State Government itself. In this manner, he said, 
the State Government, which is cognisant of the circumstances of each locality 

would be able to impose appropriate taxation and thus leave the municipal councillors 
free to discharge their proper functions without fear of losing their seats at 
the next election. They would then be able to tell their voters that they had no 
responsibility in the matter of taxation and consequently were not to blame. 

174. Under section 81·A of the Madras District Municipalities Act, as 
amended in 1944, the State Grovenment have power to fix the rate of property tax 
in any mofussil municipality as they may deem dt3sirable without the .1onsent of 
the municipal council. In exerc's3 of this power the Government of l\Iadras have 
in recent years increased the rate of property tax in sever~l municipalities. The 
rates of property tax in force in Madras municipalities are given in an annexure to 
this ·chapter. It will appear therefrom that the rates are generally higher than 
the rates prevalent in most other States. In addition to the property tax proper 
there is a.n education cess in Madras in the 1orm of a surcharge on the property 
tax. Government have also power to fix the rates of this cess and they have 
exercised this power in respect of all municipalities. 

175. The Government of Madras consider that the rates of property tax 
and education cess levied in all municipalities in the State are adequate. We 

\
endorse this view and do not, therefore, suggest any additional taxation of property 

' in Madras municipalities. 
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176. In Uttar Pradesh, the State Government has taken statutory power 
to enfonce the levy of house tax as a compulsory measure in urban areas. Where 
municipalities refuse to accept advice the State Government bas the power to 
dictate the rates of tax. Section 130-A of the U.P. Municiralities Act runs as 
follows:-

"130-A {1) The Provincial Government may, by general or special 
order published in the official gazette, require a. board 
to impose any tax mentioned in section 128, not already 
imposed, at such rate and within such period as may be 
specified iu the notification, and the Board shall thereupon 
act accordingly. 

(2) The Provincial Government may, require a. board to 
modify the rate of any tax already impJsed and thereupon 
the Board shall modify the t!l'x as required. 

(3) If the Board fails to carry out the order passed under 
sub-section (I) or (2), the Provincial Government· may 
pass suitable order, inposing or modifying the tax, and 
thereupon the order of the Provincial Government shall 
operate as if it had been a resolution du1y passed by 
the Buard." 

177. In Bombay, the State Government bas not spefically taken lJOWers 
to impJse house tax or to dict!Lte the rate at which it should be levied, but the State 
Government, in certain circumsta.nce3, such as insufficiency ot funds etc., can 
require a municipality to impose any of the authori3ed taxes. The State~ 
GJvernment has, ho.vever, ~sed the municipalities to levy a. consolidated tax on i 
buildings and lands of not less than ~0 per cent. of their annual value, or 1.5 per 1 

cent. of their capital value, in lieu of ·the following taxes :-
(a) house tax ; 
(b) general sanitary cess ; 
(c) general water rate , and 
(d) lighting taL 

In commeDting upon the actual exercise of those powers, the. Secretary to the 
Government of Bombay, observes as follows:-

"Since the issue of these orders by Government, the municipalities 
have generally shown initiative to increase their property taxes. This 
is partly attributable to the pressure of increasing expenditure of local 
bodies due to the grant of higher scales of pay to their staff and 
higher east of providing municipal services. In man'1 cases, the 
comulative burden of taxes on property has reached 16, 17 or 18 
per cent. althoJgb it is true that in very few· cases has it reached 20%. 
The pressure of increasing expenditure ""ill however soon compel the 
municipalities to increase the rate of taxation on property to 20% if 
not higher especially as owing to financial stringency the· Government· 
in the next few years will not be in a. position to sanction further 
grants t.o municipalities. ·• The Government, therefore, in order to 
avoid unnecessary hardship to property owners have not rigidly enforced_ 
the ordJrs clntained in the G. R. and left the desired result to be 
achieved by the operation of ec >nomic factors mentioned a hove. · :Nor 
is this Government contempla.ting any legislation with a view to take 
power to impose taxation in municipal ii.raas as has been done in 
Madras and U.P." 
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. 178. We are of the opinion that in the place of the presont optional provision 
for the levy of the property tax in the various Municipal Acts, there should be an 

1 
obligatory provision as it is in the Acts constituting tha City CJrporations of Bombay 

! and Calcutta. (Section 139 of the uity of Bombay MuJ;~.icipal Act, 188ti and Section 
124 of the Calcutta Municipal Act, 1923). Should, however, any municipality fail 
to levy the tax in spite of such statutory provision, the State Government should have 
power to levy the tax at such rates as they deem fit in such municipal area. for 
the benefit of the municipality. We would suggest that this power should be 
exercised by the State Government only when a. municipality has refused the 
advice tendered to it by the State Government in the first instance. One of our 
colleagues is, however, of the view that should any municipality be able or willing 
to find adequate revenues in some other manner or from some other alternative 
source, the State Government should have discretion to exempt such muni::ipality 
from the statut:ny obligation to levy the property tax. 

179. As regards the rates to be prescribed, we recommend that a. max!_!!lum 
_rate for the property tax should be prescribed by statute, where it is not done at 
present. Some of our colleagues, however, are of the view that such a. provision is 
not necessary. 

180. We would also recommend that a minimum should likewise be pres· 
cribed in the Acts. A few of us, however, are of the view that a statutory mini· 
mum rate is not necessary. 

181. We have also carefully considered whether a. progressive scala of rates 
would be suitable for the levy of the property tax. We are ganerally in favour of 
a prograesive scale, adoptable at the discretion of the municipality concerned, a.s 
has bean provided in the Bombay Provincial Municipal Corporation Act, 1950. 
One of our colleagues, while snpporting generally the a.d,Jption of the principle of 
progression, is, however, of the view that this principle should not apply in respect 
of houses which are occupied by the owners themselves. The actual scala of
progression to be applied should, we think, be left to the municipality concerned. 
Some of our colleagues are, however, oppJsa:i to the principle of progre3sion in 
municipal property taxes. 1 

182. Exemptions and remissions of property tax. Most of the Acts 
coastituting local b.odies or the rules made thereunder provide for exemption .of 
certain classes of properties. The properties generally exempted are :-

(1) places set apart for public worship i 

(2) dharmsha.las for the occupation of which no rents are charged ; 
(3) places used for charitable purposes ; 
(4) burning and burial grounds ; 

(5) buildings used for educational purposes (in soma States); 
. (6) buildings-or lands belonging to the municip...l council. 

183. In relation to the Union and State Government properties there are 
special provisions. These will be dealt with separately. 

184. In the U.P. municipalities Act, 110 list of properties exempted :s given, 
but under section 157 a. municipal bJard bas power _to grant exemptions, subject 
to the approval of the Commissioner of the Division, to any parson or class of 
persons or any property or description of property. Under the same section th8 
State Government has the power to grant such exemptions. 

185. The Chief Commissioner of Delhi bas, at the instance of the Govern· 
meat of India, exempted all Ambassadors, Ministers ·a.ncl High Commissionera a.nd 
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their st&ff holding diplomatic status from the payment of all municipal taxes impos. 
ed by any municipa.lity or No~ified Area. C:>mmiUee in the Stat:1 of Delhi. Outside_ 
Dalhi, there are no proplrties owned by diplomatic representatives. They general• 
ly live iu rented houses and a.s municipal_ taxes are paid by landlords no question 
of exemption from property tax arises. But they ·are exempt from local taxes 
which are payablEr by occupiers, such as wheel tax. dog tax, etc. 

186. We also understand in this connection that the Government of India. 
bad similarly requested the Government cf West Bengal to sponsor legislation in 
order that Ambassadors, Ministers, etc. cf _foreign_Governments may be exempted 
from the payment of the occupier's share of the consolidated rate in Calcutta.. It is 
understood that legislation on these lines is being sponsored by the State Govern• 
ment. 

We are of tho opinion that in all cases where ·exemption is granted at the 
instance of a. Government, an equivalent contribution should be paid by the 
Government to municipal funds. · 

187. Exemptions from rating in full or in part are also granted in England 
in respect of the following properties :-

(1) pr~perty occupied by the Crown or used for the purpose of the Crown, 
e.g., Government Buildings, Post Offices, Police Stations, etc., but 
in most cases contributions are made in lieu of rates ; 

(2) properties covered by the Scientific Societies, Act, 1643. 
(3) Sunday Schools (optional); 

(4) ret,ristered places of worship i 
(5) lighthouses, buoys and beacons as defined in Merchant Shipping Act, 

1894 i .·' 

(6) agricultural land and buildings i 
(7) Ambassador's residence ; 
{8) polling booths ; 

· (9) voluntary schools ; 

(10) la.nd struck with sterility, e.g., highways i 
(11) personal property i 
(12) machinery not forming part of the hereditament. -

188. It will be soon that the Indian Jist of exemptions is not exactly the 
sa.me as tho English list. In En~land charitable institutions are not generally 
exempt ; nor are hospitals, cemeteries and burial grounds. Educational institutions 
like D0ard Schools, Universities, Libraries, Reading R10ms, etc. are also not exempt.· 
As regards charitable institutions we a.re of the view that it is necessary to ensure 
that an institution claiming exemption on the ground of being a. charitable im.titution 
is actually being used for purposes of charity. We a!SJ think that the list of chari· 
table institutions, which at present get exemption from property tax, should be 
subjec~ed to periodical review in order to see whether the exemption given in each 
case is justified or not. This review l!hould be undertaken· either by the Sta.te 
Government or the municipality according as the exemption i:; under the Act or the 
rules made thereunder. 

"\\'bore an actual service, like supply of water, is rendered, there should be 
no exemption, as is being granted by the Lucknow Municipality to the Government 
Hospital. To our knowledge in no other municipality in India. is water supplied 
free to Government Hospit<\ls and we see no justification eiLher for continuing this. 
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!1Xemption or for converting it into a. grant·in·aid, as was proposed by the Adminsi
tl·ator,. Lucknow Municipality, during the course of his evidence before us. It does 
not appear that a complete list of exemptions granted (together w1th annual value 
in each case) is kept by every local body. This should· be done, so that the rate· 
payer may know what these exe:nptions are costing him. Further this list should 

"be scrutinised carefully from year to year with a view to see tnat the exemption 
ia fully deserved in every case. 

189. There is in some Acts a money limit of annual rateable value (ranging 
from Rs. 6 to Rs. 36) properties below which are exempt from taxation. But in 
others no such limit is prescribed and discretion is allowed, which is exercised 
rather liberally. During the course of evidence, it was brought to our notice that 
the exemption limit in some municipalitie3 is much higher than eveu in the City 
(Jorporations of BJmbay and Calcutta. We are of the opinion that there should 
be no exempLiun from the property tax merely on the ground of the annual value 
falling below a particular' monetary limit. Such exemptions, wherever they exist, 
should be done away with. One of our colleagttes, however. is of the view that pro· 
perties below a particular level of annual value may be exempt under rules framed 
by the municipality subject to the sanction of the State Government. Another of our 
cplleagues is in favour of not limiting the discretion of municipalities in regard to 
exemptions in any manner. 

In England agricultural land is exempt from the local rate. The position 
regarding rating of agricultural land in each State in India is analysed below :-

In Madras there is specific re£erence to the liability of agricultural lands in 
urban areas to the general property tax in sub-section (4) (a) of section 81 of the 
Madras District Municipalities Act, 1920, wh~ch lays down the procedure for the 
assessment of such lands to the tax. The Madras G.:>vernment state that 31 Muni
cipal Councils are levying property tax on agricultural lands under this sub-section, 
while the remaining ara levying the .tax under Section 81 {2) of the Act at such 
proportions as they fix of the annual value of such lands. 

Section 83 (2) provides tpat water aud drainage tax shall not be levied on 
such lands. 

In Bombay there is no specific reference in the Acts to agricultural lands 
but H i3 understood that such lands are not assessed to property tax in municipal 
areas, but are liable to the local fund cess, which goes to the district board. 

In Bengal, the tax on holdings is dascribed as a tax on land and buildings. 
Sub·section (28~ of Section 3 of th'J Bengal Municipal Acts, 1932 defines land in the 
following terms :-

"Land includes benefits arising out of land and 
things attached to the earth, or permanently 
fastened to the earth". 

Agriculture being a benefit arising out of land, it may be taken that agri· 
cultur.allands are also liable to the tax on holdings, which is a tax on buildings and 
lands. 

. The same is the case in U. P .• i.e., the;e is no specific refe,renca to agri· 
cultural lands. Howaver, Section 129 of "the U. P. Municipalities Act, 1916, 
states that the water tax shall not be levied on land exclusively used for agri

. cultural J:lUrposes. 
In the Bihar and Orissa MunicipJ.l Act, 1923 "holding" means any land. 

Agricultural lands h'!.ve b'3en sp9cific'I.Ily exempted only from the pJ.yment of tba 
water, drainage and latrine taxes vide S.86 (1) (b), S.86 (A) (1) (b) resrectively of 
th1a Act. 
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. In Madhya Pradesh, the C. P. Municipalities Act, 1923, describes the pro· 
party tax "as a tax on land and buildings". There is no specific provision for the 
exemption of such lands from water and drainage ta¥.es. 

In-Assam it is apparent from the definitions of "holding' and 'land' given ir;t 
• Section 3 of the Assam Municipal Act, 1923 and the provisions of 8.61 (1) (b), 

8.62 (b) and 8.64 (b) laying down that only the water, lighting and drainage taxe~t 
shaH not be levied on lands used exclusively for agricultural purposes that such 
lands are liable to the 'tax on holding'. The gE1,neral ~~t!,on would appear.to be as 
follows:- . 

Agricultural land in almost atl the provinceR is subject to municipal - taxa.- V 
tion in addition to the land revenue payable to the State Government. There is, 
however, a specific provision in Madras, U. P., Bihar, Orissa and Assam for tbe 
exemption, from the water and drainage tax of agricultural land exclusively usecl 
for agricultural purposes. Though there is no such· provision in other Act, there. 
would seem to be no justification for levy of water arid drainage taxes on agricultural 
lands when no such service is rendered. · 

19:>. Vacancy Remissions. Section 87 (1) of the Madras District Muni-
cipalities Act, 1920 relating to vacancy remission states~-

"When any building has been vacant for 3:> 
or more consecutive days in any half year the 
executive authority shall remit s) much not 
exceeding one-half of such portion of tbe tax 
as relates to the buildings only proportionate 
to the number of days during which the 
building was vacant and unlet in the half 
year'. ..• 

191. U. P. Municipalities Act, 1916 contains slightly different provisions. 

"In municipality- other than one situated 
wholly or partly in a billy tract·- where a 
building or land has remained vacant and un
productive of rent for 9J or more consecutive 
days during any year, tbe board shall remit 
or refund so much of the tax of that year as 
may be proportionate to the number of days 
that the said building or la.nd bas remained 
vacant and unproductive.of rent". • 

192. In Bihar, under Section 111 of the Bihar a.nd Orissa Municipal Act, 
remission can be cla.imed when any hoiJing has been unoccupied for 60 or mor,e 
consecutive days. 

19 3. Similar provisim exists in every other Act except that the quantum of 
remission varios. In Bombay two-thirds of the tax due may be remitted while in 
Calcutta remission is restricted to one-half of the owner's Ebara of the consolidated 
rate. As there is no occupier, the occupier's shara remains automatically uncollect· 
ed. No remission is allowed in respect of land or buildings belonging to the 
Calcutta Improvement Trust on the ground that they are unoccupied. In the 
Bengal Municipal Act remission is allo\\ed up to three-fourths of the tax due. 

194. In view of the fact that the major pcrtion of the services rendered by 
local bodies such as stree~ repairs, maintenance of main roads, fire brigades, public 
lighting, drainage, street cleaning, etc. ha.s to be performed whether the building\ 
r~mains occupied or not, there seems no justification for ~vinQ a sre~ter remissioq 
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than one-half of the tax due in all such cases. It seems also desirable that remis
sion should not be granted for a. vacancy of loss than 90 consecutive days in a. year. 
The Calcutta. Corporation Investigation Commission has recommended tha~ no rate 
payers who are in arrears should be entitled to vacancy remission anywhere. The 
majority of our colleagues support this recommendation. 

195. Basis of assessment. The basis of asc::e'lsment in most cases is the 
•1a.nnual value' of lands and buildings. In a. few cases a ba.sis other than annual 
nlue is adopted, which will be mentionen later. Annual value has a special 
signification in this context quite apart from its ordinary meJ.ning and is variously 
detero:Uned, as under :-

196. In relation to lands and building<~ which are generally let, the annual 
value is the gross annual rent at which such lands and buildings may, at the time 
of assessment, reasonably be expected to let from month to month or from year to 
year; less a deduction, in the case of buildings, of 10 per cent. on such annual rent, 
for repairs and for all other necessary expenses to maintain the building in a state to 
command the rent. The term used is 're'l.sonable' rent and not actual rent. During 
the course of the evidence taken by us, it was brought to our notice that in actual 

r practice assessing authorities rely almost c~mpletely on actual rent paid and make 
' no attempt to determine independentlv what the reasonable rent is. No instances 

were fodhcoming in which 'reasonable' rent was assessed at a figure higher than 
actual rent. The Calcu~ta Corporation Investigation C9mmission have commented 

· severely on the inc)rrectne3s of the practice of relyin~ exclusively on actual rents 'n 
regard to mmiicipal assessments in Calcutta. The Calcutta Commissiov have also 
given instances of cases in which actual rents on which assessments are made are 
quite out of relation to economic ·rents. They quote* the following extracts from 
the judgement of the House of Lords in Popular Assessment Committee versus 
Roberts (92, Volume II-I.A.G. Page 93) 

"The tenant referred to is bv cammon consent an imaginary person. 
The actual rent paid is no criterion, unless indeed it happens to be the 
rent that the imaginary tenant might be reasonably expected to pay in 
the circumstances6 mentioned in this section". Reas,mable rent is the 
measure of the annual value and of the tax. It is only used as a. 
standard which must be examined "without regard to the actual 
limitation of the rent paid by virtue of covenant as between landlord 
and tenant, and,' also the statutory restrictions that may be imp::>sed 
upon its receipt. The statutory measure of the rateable value is the 
annual rent which a tenant VIight be reasonablv expected to pa.y one 
year with another ..•..• less certain deductions. "That is the measure, 
R.nd the only measure, of the rateable valu3, which is provided. 
"This imaginary rent is not to b3 confounded with the rent which tha 
actual tenant in possession in fs.ct p'l.ys. It may naturally be assum
ed that the hypothetical tena.nt would take this last into consideration 
a.long with many other things, including the capacity of the heredita.
ment and its adaptabilities in calculating the rent be might be expected 
to p'l.y, but the actual rent paid by the actual tenant is not and ca.nnot 
be treated as a measure of or a substitute for, the hypothetical rent 
which conceivably might be expected from a hypothetical tenant." 

197. The judgment of the Hmse of Lords quote:1 abwe is based on 
the wording of the Parvchial Assessments Act of 1836, which defines the 
standard by which the value of properties for rating purposes should be determined 

*(Calcutta Corporation Investigation Commission Report Volume U-:rart l· 
:Paragraph 23, page 14.) 

78 



PROPERTY TAX (GENERAL) 

as "an estimate of the net annual value of the several hereditaments rated thereunto; 
that is to say, of the rent at which the same might reasonably be expected to let 
from year to year, free of all usual tenant's rates and taxes and the commutation 
rent charge. if any, and deducting therefrom the probable average annual cost of 
repairs, insurance, and other expenses, if any, necessary to maintain them in a. statq 
to command such rent." 

198. The Royal Commission on Local Taxation in England and Wales 1901, 
in commenting upln this provision says :- . 

''It will be observed that. the actual rent paid is not necessarily to be 
the standard of value but the rlint which might reasnnobly be ex· 
pccted to be paid from year to year or the annual rent which the 
tenant might reasonably be expected taking one year with another, to 
pay for an hereditament" .•• The Legislatu:re C)ntempla.tas letting at an 
yearly rent as a normal, or at least a conooivable, condition of rateable 
property. And it is no donbt the case that a consi'lerable proportion 
of urban properties, (especially dwelling· houses) are in fact, let on 
terms sufficiently similar to those contemplated by the Act. In such 
cases, the rent actually paid is usually assumed to represens the true 
anT;lnal value, subjec~. of course, to deduction in order to arrive at the 
rll.teable value if the landlord bears the c;,st of repairs, insurance, etc. 
But the rent actna.ll \' paid uniler an old contract may not represent 
the true present value; and it obviously does not do so in cases 
.where premiums ( * ) have baon paid or cJllateral bargains entered 

. into, such as are frequently made with regard to licensed premises." 

199. It wss pointed out to us dUTing the course of evidence that Rent Control!' 
Acts have made the yif'ld from prbperty tax statio by stabilizing rents. Thel 
Calcutta Corporation Investigation CJmmission have stated that the operation of 
Rent Control Laws bas no bearing on the assessment of 'reasonable' rent. While' 
this may ba techniMlly cJrrect, it is at the same time a. hardship that landlords 
should have to pay a larger property ta.x: wi~hout being ~ble to recover that increase 
from their tenants. At the time they put up the buildings they expected a certain 
economic return from their investments. And if by any increase of municipal hx 
that investment should bJcome ~economic it would have a. deterrent effect on. 
building enterprise. Where prop~rty taxa:; a.re paid, as in England, by the occupier, 
building enterprise is not affected. But, wh9re, as in India; they are pa.id by the 
owner they do have such unde;irab!e effect. There is already an acute shortage of 
housing il} almost all the big towns of India and we should be relucta'lt to recom
mend any step which would perpetu<J.te such a. shortaga and a.lso affect prejudicially 
the growth of municipal revenue. In this connection we recommend for adoption, 
the provision in Section 10 of the B:lmbay Rents, Hotet and Lading House Ratesl 
Control Ac~. 194 7, whi0h pt3rmits an increase in rent ·on a.ccJunt of an increase in\ 
rates. This section is as under :_ • ' 

''10. Where a. Ia.ndbrd iq req_uirad to pay to a. local authority in respect 
of any premises any ro.te, cess or tax imposed or levied for the 
purp 1!"ei of such a~~hority, he sh!l.ll be entitled to make an in· 
cre!l.se in the rent of the premise~ by an amount not exceeding 
the in.crea.se paid by him (by way of such ra.te, cess or tax over the 
amount paid) in the period of asssssment which included the data 
of the CJming into op3ration of this Act (or the date on which the 

l• jThe payment of premium has b~comelquite a common fea.tare since the introcluc i ~ 
ot Bent <;ontrol Acts in India, 
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premises were first let; whichever is later) and such increase in 
rent shall not be deemed to be an increase for the purposes of 
section 7". 

200. Similar provision is to be found in Section 11 of the Central Pro. 
vince and Bera.r Regulation of Letting of Accommodation Act, 1946, which runs 
a.s under:-

,, If the tax or rent payable in respect of the land under or appurtenant 
to a house is enhanced after the extension of this chapter, then not
withstanding a.ny~hing contained in the preceding clauses, the land
lord may incre!l.se the rent of the house in the following manner, 
namely:-

(a.) If the landlord holds the said land as a. malik-ma.kbuza. or as 
a. raiyat he may increase the house rent by a.n amount equal to 

· fhe sum by which the land revenue in respect of the said land 
has been enhanced ; 

(b) if the landlord holds the said land as a. proprietor of a. ma.hal 
or a.s a. tenant a.s defined in the Central Provinces Tenancy 
Act, 1920 (I of 1920), he may increase the house rent by a.n 
amount equal to the sum by which the rental a.ssessm~nt or 
rent ir respect of the said land has been enhanced; and 

(c) if the landlord holds the said land under a lease by the terms 
of which the lease money may be enhanced if the land revenue 
is enhanced, then he may increase the house rent by an amount 
equal to:-
(i) the sum by which tha land revenue has been enhanced in 

the case of land held by the person responsible for the 
payment of land revenue as a. _malik-makbuza or as a 
ra.iya.t malik ; 

(ii) tbs sum by which the rent of the land has been enhanced 
in the case of la.qd held by a person · as a tenant 
under the Central Provinces Tenancy Act, 1920, (I of 
1920); and 

(iii) the sum by which the rental value of the land has been 
enhanced in the case of land held by the person res
ponsible for payment of land revenue as a. proprietor of 
the mahal; 

Provided that if there a.re more houses than one on 
such land, then the landlord may increase the rent of each 
house in a. fair and equitable manner hut not so that the 
aggregate increase in such rents shall excesd the amount 
"by which the land revenue, rent or rental value, as the 
case may be, is enhanced," 

201. In view of the fact that the wording of the Indian Municipal Acts a.s 
regards the basis of assessment is the same a.s that of the English Act, we are of 
the opinion that municipalities should take a,; the basis of assessment not actual 
rent, but the 'rtlasonable rent' intended by bw. n may be that in a. large number 
of cases the actual rent doe!'l represent the 'reasonable rent'. But there may be 
casea where it does not, as, for example, where a premium is paid or where collate· 
ral bargains are entered into or premise:> are let out at ridiculously low rents to 
relations or friends to avoid a. high municipal ra-te. In such c:1,ses the lljctual ran~ 
ma.y not be an a,'lcura.te basis. 
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202. The main difficulty in municipal assessment, h:Jwever, lies not with 
regard to properties which are generally let, but with regard to properties which 
are not usually let, such as sch~ls, colleges, government buildings, hospitals, 
cinemas, mills, factories, theatres, rcJ.ihva.ys, p:Jrt-trust properties, etc. In regard 
to such properties, the basis of assesment is still the annual value, but the method 
of determin ... tion of the annual value is not so simple and also not the same in all 
the States. In B'Jme States, thiJ wording of the English hw has been adopted, viz., 
H is the annual rent at which such buildings may reas'Jnably be expected to let and 
the· assessing authorities are expected to employ this formula. in the best manner 
applicable to the circurru;tances of the case. In other States, it is the 'capital' 
value, that forms the basis of assesnient. Capital value is defined as the esti· 
mated value of the land at the time of assessment and the estimated cost. of erecting 
the builrlirg at such time (not at the time of construction} after deducting for depre
ciation a reasonable amount which is not le<>s than 10 per cent. of such cost. From 
such valuation, machinery and furniture are excluded in s0me state!!, but in certain 
others only machinery is excluded and no mention is made of furniture. The 
annud value in such cases is assumea to be 5 to 7! per eant. of the capital value as 
determined above. The assessment is then made on the annual value so arrived at, 

203. It has been stated above that the English' Law prescribes only one 
basis of assessment, namely, the gross annual rent at which the property may 
reasonably be expected to let. It has also been stated ·that- some States have only 
one basis as perscribed in England. It will be, theNiore, of interest to see how 
cases of properties which are not usually let are dealt with in England. As a 
result of common law and judicial decisions certain principles of valuation have grown 
up in England and these are briefly deal6 with below :-** 

1. 

2. 

Comparison basis. \Vhere there is no rent of the particular here
ditament is not let 'at a rack rent such as schools, colleges, halls, 
hospitals and clubH, the valuation is often fixed by comparison with 
similar premises. 

Contractor's test. Cansists of adding together a percentage on 
the valuo of the site, and a percentage ~n the value of the buildings 
and applying a commorcial rate of interest to the capital value found 
in this way. 

3. Revenue basis. In certain other .properties \Vhich have to some 
extent the character of monopolies and which are seldom· or never 
let on a. rental basis (viz., canals, tramways, docks, water-works, 
"aswork3, electric supply and undertakings. etc} the "contractors' 
te~t· principle as only partially applied, e.g. to the buildings as 
distiaguished from the line, pipe, etc. In these cases the main 
valuation is made upon another principle. The rent, therefore, 
which a tenant might give cannot ba determined merely by taking 
a percenta<>a on the cost of construction. In such cases the courts 
have appr~ved of a. method ot valuation starting from the r~ceipts 
earned and arriving at the annual value of the rateable p'Jrtwn of 
the u,;dartakin« by a series of deduc&ions. Many such properties 
extend i~to seve~al par;,hes and counties. The valuations in such 
counties have to be mado on the basis of what a hypothetical tenant 
might give for the portion of the undertaking in each parish. 

4. Output method. Where some otl1cr for~ of. pa)rment tha'?- r?nt 
is made, e.g., royalty payments, the valuatiOn 1s fixeJ by multlplymg 

••CI,ARKE-01ttlines of Local Government in the United Kingdom. 
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output by a. rate of royalty per unit of output. This method is 
adopted for mine£~. 

5. Accommodation unit basis. e.g .. per school place, per bed in 
hospitals, rer seat in theatre or cinema. 

6. Zoning basis. A method whereby a scale of value base·i on one 
hereditament is used to apply to other similar her13clitaments, 
adjustments being made for situation, a different unit value applying 
to the zones into which the hereditament is divided. 

7. Railways. Cumulo me~hod, i.,_, by taxing the undertaking as a 
whole instead of taxing each part lying within a local area separately. 

204. In Bombay City, the Municipal Commissioner states that in cases 
where a building is not ordinarily let, the rateable value is determined either on a 
comparative basis (Le. by c1mpa.ring the rental value of similar property ineach 
locality) or on a profit basis or by applying the ·contractor's test'. lt will be 
noticed that these are the sa'lle as the methods followed in similar cases in England. 
There is, however, one difference of substance between English and Indian practice, 
and that is with regard ta valuation of machinery. In England the following 
classes of machinery a.re definitely rate3. ble :-

(1) machinery and plant used mainly or exclusively for the generation, 
storage, primary transformation · or main transmission of 
p1wer; 

(2) plant and machinery mainly or exclusively used for he.~otiog, cJOling, 
ventilating, lighting, draining; supplying water to or protecting 
from fire the land or buildings, but not such plant used exclusively 
or mainly for trade purposes ; 

(3) lifts and elevators mainly or usually for passengers ; 
(4) railway and tramway lines and tracks ; 
(5) such part ~f any plant or any c1mbination of plant and machinary 

including gasholders, blast furnaces, c·:>ke ovens, tar distilling 
plants, cupolas, wat.er towers with tanks, as is, or is in the nature of, 
a building or structure. 

205. But in India all classes of machinery are excluded. 
It was pointed out to us in evidence in Calcutta that in Calcutta 

Corporation was losing a larga sum of money every year by this departure from 
English practice. \Ve see no reason why sucl1 machinery as is ratea.ble in England 
should be excluded in India, and recJmmeud that the Acts of the various States 
may be amended on the lines of English practice in this matter. 

206. With regard to furniture ''e are mt in favour of the inclusbn of 
furniture for valuation. 

207, It was pointed out to us that the adoption of capital value in plac:l of 
rental value would lead to a large increase in the revenues of local bod is, as there 
has beJn a grea.t rise in the capital value of property all ruund. In the U nite:i States 
of America and certain countries of Southe\·n America, this basis has been adoptei 
for bcal taxation. This system, it is stated, gives rise to graft and serious dissatisfac· 
tion. One of the complaints regarding municipal a.ssessment in this country is that 
it is marked by 'favouritism and corruption genera.Uy. When such is the case with 
rega.rd to a fixed and e9.sily ascertaina.bh b1.sis of ass'3ssment viz., rent, we fear 
that such cJmplaints would grow in volume with the adoption of such a highly 
specula.tive basis as the determination of what a property would fetch if it were 
~ol4 in the market ~t the tiQle of as11essment. No two persons ca.n give a.n identica.l 
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value fer the same property at any one time. It would be difficult even to produce 
reoords to show what the cost of construction has been much less to show what 
the cost might be. We, therefore, are definitely of the opinion that there should be 
no change from the well tried basis of rent to the more or less uncertain basis of1 

capital value. Where, however, municipalities are actually adopting capital value 
as the basis and there is no cause for complaint that b!lsis may continue. 

208. V·{e were informed in Calcutta that the existence of two alternative 
basis of assessment under clauses (a) and (b) of section 137 of the Calcutta Muni· 
cipal Act, namely, the rental basis and the cost of construction basis, has 
::.!forded opportunities to owners of premiseJ to apply for adoption of the method 
which reduces the rateable valuation and consequently the amount of rate char·' 
geable to them. There is no doubt that these two methods sometimes lead to 
widely divergent valuations even it::. tespect of two similar plots of land having 
the same area, frontage and othtlr advantages. It happens frequently that where 
rent is high and the cost of construction and· valUE;l of land is low, valuation 
on the basis of cost of coustructiun would be considerably lower than valuation 
on the basis of rent. There is then a temptation on the part of ·owners to 
seek a change in the basis of valuation from ~rental' to 'dwelling' a process 
which bas baen facilitated by ju!lical deeisions which have held that clause 
(b) of Section 127 would apply when a part of the premises is in the occupa· 
tion of the owner even if the larger part is leased out to tenants. Thus for a 
building long valued on a rental basis and assessed to certain rates, the Cor· 
pomtion may at any time find itself faced with tho necessity of reducing the 
rate because the owner has in the mea.ntime succeeded in securing a foot·hold 
in a small part of the house ar..d applied for the entire premises being valued 
undor Section 127 (b). The inconvenience and confusion due to the existence 
of alternative basis of valuation have been severely commented upon by the 
Calcutta Corporation Inves~ig'l.tiou ,.Commission. We did not receive similar 
CJmplaints in Madras, l1ttar Pradesh, Bihar, Orissa, Madhya Pradesh, Assam 
a.nd Puuja b, where also the Provincial Acts contain alternative basis for de· 
termiring the annu'l.l valua~i m. This may be uu3 to tho fact that the ch)ice 
of the basis in these la.~ter StaLe.; dJes 'n:Jt lie with the o;vne( of the property 
but is left exclusively to the iudo:OLuant of the execut1ve authority of the muni· 
cipality. If alternative basis are to be retained, we think that the choice of 
basis should not, either directly or indirectly, be left with the owner of the 
property. \Ve are,. h.)wevor, in agreem:mt with the Calcutta Corporation Iu· 
vestigation CJmllli~sion that there should ba only ono b:~.sis of assessment, 
namely, the rental basis, as it would rasult in imp~Jve:nent of revenue;; and 
prevention of favouritism. This, as alreaay stated. is the ca.se in England and 
in som!l of the States ia India. We sugge;;t that where alternative basis 'are in\ 
existence, the pJsition mJ.y be reviewed and remedied, if necessaryo~ I 

2:Jg, In'relation to agdcultural lands and open lands not forming part 
of any building, the basis of assessment is differunt in different S~ates. ~n 
Madras City, agridultural lands are asse3sed to prJperty tax on the basts of the1r 
annual value, which is the land ravenue3 plus th"l water rat? payable to govern· 
ment. Non·a«ricultural lands are assessed by the CJrpo:atwn of Madras to 
property tax ~u the basis of thei.r annu11.l valll:e whic~ is,_ in P.racti~e, ass_umed as 
3% of the capital value. There 1s ao alternative bas1s prescnbed m sect10n _102 
of the Madras City Municipal Act for a~sessment of the_se lands. on the bas1s of 
the extent in lieu of annual value, subJect to the followmg mu1mum rates per 
ground of 24000 Sq. ft. per annum, but this has not been availed of :-

(1) Water and drainage Rs. 3/-
(2) lighting tax. Be. 1/· 
(3) tax for general purposes Rs. 4/· 
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The ision.~ relfardinlf the basis of asaessmEmt in Madras district muni· 
· l"t" protvhe. same<> as in <>the Madras City Corporation except in regard to 

ctpa 1 tes are · h b · f th · 
. ,. · ·ltu al vacant lands ·which are assessable etther on t e asts o etr 

non a0 rtCu r b · f th · 1 extent or in the basis of their capital value and nut o? the ~sts o e1r annua. 
value. The Madras Government have fixed ~be folbwmg ~a~1m?~ rates for the 
several classes of property tax to be lev1ed by muml}tpahttes on vacant 
lands:-

Class of Property tax. 

_.........--~~--

(i) Tax for general 
purposea. 

Maximum percentage 
of capital value 
at which the tax 
per half-year may 
be le-vied. 

Per cent. 

1i4 
(ii) .Water and drainage tax. 1/4 

(iii) Lighting tax. 1/16 
(iv) Scaveoging tax. 1/16 

Maximum rate for 
every 320 sq. 
yards or portion 
thereof per 
half-year. 
------

Rs. 

4/· 
4/· 
1/· 
1/· 

210. In the Etate of Bombay the bcal ftc·.c1 c3ss i3 leviad on agricultural 
lands even in municipal areas, but such agricultural lands are not subject to 
any municipal taxation. The proceeds of tho local fund cess on agricultural lands 
iu municipal areas are credited to districh b;)ards a'l.·i not ta municipalities. 
Several witnesse3 from are~~s have questioned tho carrectness of this practice. 
They think that there is no justifica.tion for the appropriation of the local fund · 
cess on lands within municipal areas -by the distric~ loca.l bo!lrds. It is under
stoJd that there are not many agricultural lands in municipal limits and con· J 
sequently tha local fund cess collected whhin the municipal limits ba very small. 
W" recomm Jod th:~.t th3 pra()~\ca m1y be cb'1ng31 an•l the entire proceeds of the 
of the local fund cess withfn municipal areas bo handed over to municipalities 
instead of to district boards. This rec-Jmmenda~ion applie3 to all S~ates where 
such practice is in vogue. 

211. Several witness suggestel to "us that uil.zul hods sh•mld be hande:l 
over to mu~icipali~ies. While the proprietary rights m!l.y continuo to vest in 
Government, the majority of tho Committee are of the· opinion that the income 
from such lands should be handed over to municipalities. 

We understand that in U.P. the State Government transfers nazul land to 
municipalitie3 fat· management. This authorises municipalities to give le1ses sub· 
ject to such restrictions as the GovcrnL"lent may prescribe. The income from 
lea<Ses is_ distributed between Govo:·um~ut and the local bodies in a certain pro· 
portio~. We recommend the adoptiuu of this me~hod. T\VO of C)l!eagues are not, 
however, in favour of the transfer of nazullands. 

212. In the Municipal Acts of Bengal, Bihar and Orissa, it is provided 
that whore the actual cost of the building' exceeds one lakh of rupees, the per
centage on the annu!l.l value to be levied in respect of so much of tlie value as 
is in excess of one lakh of rupees shall not exceed one-fourth of the percentage 
on rate ·ordinarily leviable on that class of property. No such concession is to 
be found in the Acts of other· States in spite of similarity in economic conditions. 
It was pointed out to us in ev!dence in Calcutta that there is no justification 
for this differentiation. Soma witnesses said that it was intended to ba a. spacial 
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concession. to jule mills and industrial concerns, when they were first started. 
That may be eo. We see no reason for the continuance of this concession and 
support the recommendation made by the Eecretary to Government Local Self
Government, West Bengal in his note to us:-

"One provision greatly re:;ented by municipal authorities is the pro
viso to section 128 (2) by which, when the value of a building or 
buildings in a holding exceeds 1lakh of rupees, the rate on that 
part of the value which is in excess of lakh is reduced to 25 par cent, 
of what it would otherwise have been. This concession though 
generally worded, is·available only to big industrial and commercial 
concerns which alone have buildings whose annual values, cal· 
culated at 7t per cent. of capital cost, would exceed Rs. l lakh. 
Mills, factories, workshops, etc., which · have their own special. 
arrangements for the treatment and disposal of sewage or which make 
a lump contribution to the construction of the municipal sewerage 
system, already enjoy an exemption of· 75 per cent. of conservancy 
rate under section 126 (3), and the further exemption granted by the 
proviso to section 128 (2) increases the burden on the ordir.ary 
ratepayers and makes the tax sharply regressive so far as the big 
industries are cJncerned. A comparison with the deratjng provision 
of the Euglish Act of 1929 will show that the concession enjoyed by 
big business concerns in Benga-l is much larger than that in England. 
TLe 1929 Act provided that property used in the business of mining, 
manufacture and transport should be valued at 25 per cent. of their net 
annual rental value for the purpose of rating. These provisions 
were sought to be justified on two grounds ; first, that local government 
services benefited resida'nts more than industrial concerns, and secondly 
that it was a recovery measure intended to arrest the decline of BriLish 
industry. Both the grounds may be assa.i.led on high authority. On 
the first point it has been ob~erved, _"disregarding for the moment 
tbe fact that rates are commonly justifiEJd on the theory oi ability to 
pay rather than bedfit, it is not clear that industrial establishments 
are in no way re<ponsible for local government cost for education, 
houses, health aad relief. It is true that immediate .benefit is accrued 
to the employees, not to the indust~ial establishments, but it is also 
true that those costs a.re heaviest in industrial cities." (Mabel 
Newcomer, page 200). · As. reciards the secord point it may 
be said that i:ate3 do not bulk largely in factory cost and 
derating benefits industries irrespective of whether they are 
}>rosperous or depressed. If this is true of tba provisions of the 
English Act, it is much more true of the proviEions of the Bengal 
Municipal Act 1932. The difference between tho English Act and 
the Bengal· Municipal Act should be noted. Here the 75 per cent. 
derating which begins after the 1Ial<h mark is reached applies to all 
hinds of buildings, industrial as well as commercial, while the applica
tion in England is limited to industries of mining, manufacture and 
transport. Secondly and> even more important fr' m the point of view 
of local bodies was the guarantee of ccmreDfalion cor.tained in the 
proposeJ rovis,iou.of the sy&tem of g1ants-in·aid by which the actual 
amount or lo~s duo to derating a.t:d to the dit contir:uar ce of a large 
number ·or allocated grants together with 5 million rwr.ds was to be 
distributed amongst local bodies according to a certain formula. There 
can be no legitimate objection to rcducir g the C(JDSenancy rates in 
case of industrial holdings which have their own sewerage system or 
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which have contributed to the cost of municipal sewerage but the 
provision that valuation for rates should be reduced by 75 per cent. 
over Rs. 1 lakh has no apparent justification and should be done away 
with. This will immediately put many of the municipalities in indus· 
trial areas on sound financial fo::Jting." 

One of our colleagues, however, is in favour :>f the continuance of such a 
concession. 

213. Machinery of assessment, rt:vision and appeal. The machinery 
of assessment, revision and appeal varies from State to State according to the 
category of eJ.ch local body. Municipal corporations are a class by themselves 
and have an elaborate machinery which is not to be fouod in district munici
palities. In the Municipal Corporation of Bombay, the Municipal CJmmissioner 
who is appointuJ by Governmsnt, is the head of ex:eautive administration iuclu· 
ding the assessment ·of taxes. Appeals against assessments, made by the 
Municipal Commissioner, are heud by the Small Causes CJud. There is a 
further appel.l, on pJints of law, tJ tha High C Jurt. In the newly cJnstituted 
corp:>rations of PoJna and AhmadS~obld thJ BJ:nb1y ml:lel has b:Jen followed. 
Appeals agJ.inst assessments, m:de by tho Municiinl CJmmis:;bners, are heard 
by the CJurt of Sm1ll CJ.uses, and a fu~·ther app31l Ji(}s tJ -the district 
court. 

214. In the Madras CJrpJration, the MuaicipJ.l C Jm-ui:;~bner is in 
much the samJ p 1sition as the Municipal CJmmissbn9r of Bombay. The 
main difference batwaan the p 1wars of these twJ offi(nrs lies in respect of 
app3ali ago~.inst a3sessme.1t:~. Appnls ago~.imt assessments m1de by the Munici
p!!.l CJmmissioner, Bombay lia to t!n Sm1ll CJ.uses C:>urt whereas appeals 
ag1inst assess:nents m1da by tin M:u::J.icip.~ol CJmmissiJne~. Madras CJrpxation, 
lie tJ tha Tol.:u~iJn Appalls CJrnni~tae, wJ.ich is a stltu~Jry cJm:nittea of the 
CnpJra.tbn, cJnsisting of a Chlirml.:J. nJmina.ted by tha GJvernm:Jnt of 1hdras 
aml t\VJ mamb3rs elec~el by ths CJrpJra~bn from amJag thJmsalves . 

• 
I a th). Cc~.lcutta CJropJra.ti m, the p Jsition is theJreticllly the sl.m:l as 

in th3 BJmbay C:>rpJrcJ.tion. The Cheif Executive Offi.car is th3 final autho
rity in m1tters of assessr~:unt. He is, h JWaver, n:>t as independant as the 
ManicipJ.l Commissioners of Madras and Bombay. Ha is appJiuted by the 
Col.lcu~ta C)rpJration for a sp:J;}ithl parb:l, with the approval of the Govern
mant of West Bengal. Though the PJ>Vers regarding assessm3nt of taxes are 
conferred on him by statute, the m.~ojor p::~rtion of the execative powers are 
delag:~.ted to him p:Jrodic:~.lly and are nJb pre:;cribad in 'the Act itself, as in the 
Madras and Bombay Corporation Acts. We were told by parsons with ex
perieuce of that office that the_ . CY1ncilbrs used this pJwer of delsg'l.tin~ ~autho
rity as a lavat· for exercising pre:~stire on the Chief Executive Officer in revising ; 
{mJstly reducing) assessments against his b.:Jtter judgmsnt. If they found the 
Chief ExeJutive Officer amanable to pressure they \Vould enlarga his powets. 
if not, they would tako away his pJWJrs at the mxt avaih.bJe opportunity. 
This practica hl.s be3n criticised by tha Coropor~tion of Calcutta Inve:;tigation 
Cum mission. • 

With a view to recJncile dam:>cratic c::mtrol with administrative efficiency, 
the Investigation Commission consider it essential (1) to-Eeparate the policy-making 
function anc1 the administrative function of the CoropJration, and (2) to inte~rate 
respJnsibility with authority by providing a unifying executive head. The -C-1m· 
mission also re;}Jmmend the creation of the post of a Chief Revenue Officer to 
work under the Chief Executive Officer. This officer will be in char"e of 
all departments concerned \Vith assessment and collection of taxes. b 
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. 215. I? Bombay the responsibility for getting the assessment liPt prepared 
has on the Chief Officer under section 78 (1) of the Bombay Municipal Boroughs 
~ct: 1925. .After its preparation, the a~sessment !ist has to be published. Any ob
JeCtiOns rece1ved are heard by the Standmg Committee·, but the Standing C(mmittee 
may transfer theEe powers and duties to any other Committee appointed by the 
1\.Iunicipality or, with the permission of. the Commissioner, to any officer or pen· 
swner of government. After the objections have been disposed of, the list is fina-
1ised and authenticated by the signatures of the Chairman and at least one other 
member of the Standing Committee, or by the signatures of at least two members 
of the Special Committee or of the officer or pensioner as the case may be. The 
prrJCedure is more or less similar under the Bombay District Municipal Act, 1901. 

216. We are informed that the Government of Bombay have advised all 
municipalities to entrust the work of preparing .assessment list to a Mamlatdar 
(Tehsildar) nominated by them and the power of bearing objections to a senior 
l\Ia.mlatdar also nominated by them. In this manner they point out that. the 
machinery of asessment in practice has been ma.do inderendent. 

217. In Bombay State, even after the assessment list is finalised, the 
Acts provide for an appeal ·by the assessee after tho presentation of the bill to 
him, to a Magistrate. subject to the c'lodition that the objection against the 
assessment bad been made to the Standing Commitee etc. earlier. The decision of the 
1\hgistra~o. at tho instanc9 of either p!l.rty, is subject to revision by a higher c'lurt. 

218. In ll<~.dra~. the independence of the executive has b3en secured in every 
district municipalitiy by the appointment of a Municipal Commissioner in whom 
all executive authority has been vested and who works subjec~ to the administrative 
control and discipline of the Govern~ent of Madras, very much the same as in 
relation to the Madras Municipal Co'rporation. He is resp:msible for the preparation 
of the assessment list. Objections ag!l.inst any assessments made by him, are, 
however, heard by the municip<J.l c:Juncil or by a comm\ttea thereof. We were told 
in evidence that, in several c!l.ses, assessments made b,.V the Municipal Commissioner 
were reduc1d by the municipal councillors. There IS, however, provision under 
Rule 28 of Schedule IV to the l\Iadra.s District l\Iunicipalities Act for. the appoint· 
ment of a Special Officer by Government to exercise all the appellate powers of the 
Municipal Council. We were also told that the Government" of Madras had 
actually exercised this power and appointed Special Officers when they considered 
such a. step desirable. 

219. In Wes~ Bengal the Work of assessment is done by an Assessor, whose 
appointment is made by the municiplol CJUncil from a panel of Assessors approved 
by the State Governmen~. Assessments made by tlJ.ls officer are subject to review by 
the members of the municipality. Objections alamst assessments made by the 
Assessor are beard and determined by a commitee consisting of the Chairman and. 
not less than~ two nor more than f,mr members of the municip:1lity. The decision of 
this committee is final. There is no provision for any further appeal. 

220. In Uttar rra.iesh, the responsibility for assecsment vests entirely with 
the municipal b'Jards or municipa.l cJun~i!s. There is no. sy~tem of ~eparat~o? of 
executiva officers rests with the muoJcJpal bo&rds. ObJectiOns agaJDst or1gm~l 
assessments are heard and determined by the board or a.committee empowered 
by dalegation. i~ this behalf. ~r. an officer. of. government o: ~he board to whom, 
with the perm1sswn of the Divisional CJmm1sswner. the mummpal board dele!ates 
these powaril. Appeal 3 :J.ga.iust the dBcision of tbi:~ authority are made to the 
district ?.Ia«istrate or to any other omcer empowered by the Government. 
Jurisdiction ~f civil aud criminal cJurts in m!l.tters of municipal taxation is barred 
und~r section 164 of the U.P. Municipalities Act. 
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221. Section 162 of the U.P. Municipalities Act, however, provides that if 
during the hea.ring of an appeal a question about the liability to or the principle of 
assessment of a. tax arises on which the officer he,uing the appeals ente~ta.ins a 
doubt, he may, either of his own motion or on the application or a person interested, 
make a referdoce to the High Court. 

222. In the Punjab, executive administration in important municipalities is 
vested in a.n Ex:ecutive Officer nuder the Punjab Executiv" OfficHrss Act with powers 
clearly defined under the Act. The Ex:ecutive Officer is appointed for a renewablo 
term of five years by .the Municipal Committee* at a special meeting by five-eights 
majority. The appointment is subject to the approval of G JVernment. .Where, 
however, within three months from the d.Lte of notification by Government applying 
the provisions of the Executive Officers Act to a municipality, the Municipal 
Committee fails to make an appointment; the State GJvernment may appoint any 
person they consider suitable for a renewa.ble term of fiva years. The Executive 
Officer may at any time be suspended or removed from office by the S~ate Govern
ment and shall be SUSpended or removed if at a meeting Sp3cially CJ:lVCmed for the 
purpose, the Municipal Committe3 votes in favour of such remwal or suspension by 

· a majority of five-eights of the total number of .m3mbers cmstituting the cJmmittee. 
Under sub-section (a) to Section 4 of the Executive Officers Act the preparation of 
the assessment list, hearing of objections and revising the assessment list are 
vested in the Executive Officer. 

223. In municipalities where there are no Executive Officers the responsibility 
for the preparation of the assessment list, hearing objections and finalisation of 
list is placed on the Municipal Committee by Se::tion 63 to 68 of the Punjab 

. Municipalities Act. Appeals a!!ninst assessment in all municipalities lie under 
section (84) (1) of the Punjab Municipalities Act, b the Daputy Commissioner of 
the district or to such other officer empowered by the State Governm3nt. If, 
however, the Deputy Commissioner or other authorised officer is or was a member 
of the committee at the time the tax: was imposed the appeal lies to the Com· 
missioner of the division. On points of law, the Deputy Commissioner or other 
officer hearing the appeal may make a reference to the High Court. As in U. P., 
juri:sdidion of civil courts in barred under section 86 of the Punjab Municipalities 
Act in matters of valuation or assessment or the liability of any person to be 
assessed or taxes. 

224. In Bihar responsibility under the Act lies on the member.;; of the 
municipality for the preparatiun of the list. In practice the municipaliby applies to 
the State Government for the services of a sub-Daputy Collector or Deputy Collec· 
tor to make the assessment. Objections against assessments made by this officar 
are beard by a committee consisting of not le3S than three members of the muni
cipality. The decision of tbi:! committee is final. 

, 225. Under Section 113 of the Bihar Act whenever it appears to the State 
Government that the assessment made in any municipality or by an asse3sor 
appointed under section 37 is inequitable, the Government may require the muni
cipality to revise and amend such assessment. If the municipality fail to comply 
with such an order, or in the opinion of government, the revised and amended 

. assessment is insufficient or inequitfl.ble, thJ Government may require the muni· 
cipality to appoint an assessor of municipal taxes. Under Sub-section (4) of 
Section 113 the assessment made by an assessor so- appointed shall rescind and 
take the place of the asJessment which was held to be insufficient or inequitable. 

. * In Bombay and Madras the term used is Municipal Council. in Uttar Pradesh and 
Assam it is Municipal Board ; in Punjab and Madhya Pradesh it is l!.Ittnicipal Commitee. 
1!1 Benga', Bihar and Orissa the mei!lbers are referred to as ':\!unicipal Comruis
l>loners. 
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226. The Secretary to the Government of Bihar is satisfied with. the above 
system, as would appear from the following extracts from his note to us:--.:..: 

II · • 

Government have no evidence to show that the assessments made 
by municipalities are insufficient or inequitable. Under Section 113 
of the Bihar and Orissa Municipal Act, 1922, Government have power 
to intervene when the assessment as carried _put by a municipality has 
been found to be insufficient or inequitable '!Lnd to have the assessment 
in that case properly revised. There have been very few cases, if at 
all, in which Government have found it necesssary to ta~e recourse to 
the provisions of this section. M:unicir>alities are competent to make 
their own assessment of taxes, but generally speaking they make 
request to Government when revision of assessment falls due fol' the 
services of Sub-Deputy Collectors or Deputy Collectors to revise their 
assessment. The assessments made by these officers are subject, 
later on1 to review by Committees of the municipal commissioners, 
but, as just explained, there have been few cases in which Government 
have had to intervene under section 113 of the Municipal Act1 

on evidence having been brought to their notice that· the review made 
by the municipal commissioners in appeal had been inequitable. Thus, 
there appears to be no evidence to warrant any cbange in the existing 
methods of assessment. Indeed, if assessments were made by indepen
dent agencies, there might be a risk of their being used as an excuse 
for low collections". 

227. The machinery of as86ssment in Madhya Para.desh is the same as in 
Uttar Pradesh and Punjab. The judsdiction of Civil Courts in matters of" taxa~ 
tion is also barred as in Uttar Pradesh and Punjab .. The provisions regarding 
appeals are also the same. ,. 

Orissa. In North Orissa which at one time formed part of Bihar. th~ 
machinery of assessment is the same as in Bihar. In South Orissa, which at one 
time formed part of Madras, the machinery of assessment is the same as in Madras 
State. A new unified Municipal bill for the whole Sliate is on the anvil. Under 
clause 72 of the bill every municipal council is ·required to have an Executive 
Officer who should be a servant of the State Government. Under clause 140 the 
Executive Officer has to determine the annual value of all hr:Jld!n~s· and prepare 
the valuation list. Under clause 152, all objections against the assessment list 
are to be heard by a. committee consisting of not less than three councillors. The 
decision of the committee is final. · 

Assam. Under section 73 of the Assam Municipal Act, the munjcipal board 
is responsible for the preparation of the assessment list. Objections against such 
assessments are heard either by a. committee of the municipality or by an officer 
of the Government whose services are lent to the municipality. The decision of the 
committee or such officer is final. As in Bihar there is a provision in section 77-
(b) of the Asua.m Act c:mferring pJwers on the State Government to ask the muni-
cipality to revise the assessments where it cJnsiders such assessments insufficient 
and inequitable. The jurisdiction of Civil Courts in matters of taxation is barred in 
this State also as in Bihar, Uttar Prad~sh and Punjab. 

228. Revision of assessment. The m!l.chinary for the revision Qf. assess
ment is the same as for the original assessment. Except in Calcutta where a. 
period of six years is prescribed and in Bombay City where no period is prescribed; 
in every other Municipal Act, a period of thre3 to five years is prescribed for the 
revision of a.ssessments. New properties or additions and alterations to old proper· 
ties ca.n, of qourse! be a.ssess~d at any time during the currency of :~n a.ss~3S!llen~ 
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list but, otherwise, an assessment ~nee. made on a pr~perty lasts for. the prescribed 
period. The revision and reva.lu11.t~on IS ~h'l m<J..J~ sunultaneJusly 1n all the .wards 
of a municipality and not by rota.t10n as IS done m Calcutta, namely, one-sJxth of 
the wards in each year. It was brought to our :J'ltice. that this rotational revision 
in Calcutta is causing much loss of revenue. to the Corporation. The Government 
of West Bengal has, we understand, issued an ordinance for a general simultane)US 
revaluation in Calcutta and this is exrected to have a beneficial effect on the reve
nues of the Corporation. We are of .the opinion that the Calcutta. Municipal Act 
should be amended so as to bring it into line with the other Acts, i,e., to provide for 
a simultaneous revision in all wards. 

229. Assessment of properties belonging to Chid Executive Officer. 
There is provision iu the Ma.d.-a.s City Municipal Act and the District Municipali· 
ties Act to the effect that the Chief Execu~ive authority should not assess his own 
properties. Under the prllviso to sub-section (3) of Saction 99 of the Madras City 
Municipal Act, 1919, the annual value of ·any building or land the tax for which 
is payable by the Commissioner shall he determined by the Mayor in the City of 
Madras and under the proviso to rule 6 of Part !-Taxation Rules Schedule IV to 
tbe.Madrd.S District Municipalities Act, 1920 the value of any land or building, the 
tax fur which is payable by the executive authority-commissioner-shall be deter· 
mined by the revenue divisional officer or, if the revenue divisional officer is also the 
executive authority, by the council. Such a. provi;;ion is not found in other Acts. 
We consider this a very salutary provision ar:d recommend its ac• p:ion in relation 
to property owned by tho Chi:Jf Execu~ive Authority~ 

230. Right of appeal for local bodies. In no Municipal Act is a revising 
~uthority required to state the grounds for any reduction in assessments and valua
tion which he may sanction. On enquiry we find that though this provision is not 
required by law in actual practice such reas.::.n are generally recorded. The 
Corporation of Calcutta Investigation Commission have, however, found that in the 
Calcutta. Corporation this is not the practice ; no reasons for reductions are record
ed. "This appears to us very unsa~isfactory. We think that the Acts should be 
am•=mded to provide for th3 recording of the grounds for each reduction of valuation . ~ 

or assessment. · -

231. The Indian Acts do not also allow the right of aopeal to a municipality 
against any reduction in assessments or valuations made by any revising authority. 
We see no reason why the local body should not also hav<> the right of appeal when 
it feels aggrieved by any decision of a revising authority. This is is the case in 
England and we feel that the law in India should be amended accordingly. In 
view of this recommsnd<~otiou it. will become all the more necessary that reasons 
for reduction of assessment should be-recorded by revising authorities. . 

232. Creation of a Central Valuation Organisation. Valuation of pro
perty is such a highly technical business that it cannot be entrusted to any person 
who has not received training, however competent he may otherwise be. There 
is a -great difference between ordinary administrative work and the valuation of 
tmmovabld prop.Jrties, particularly, properties o~her than residential houses. In 
the d,termination of their annual value so many principles and standards of valua· 
ion have to be applied that the work can not be entrusted even to members of the 

_ Civil Services from whom usually Executive~fficers of municipalities are recruited. 
While the taxing authority sh1uld cmtinue to be vested in the local bodies, the 
detailed work connected with the preparatbn of the valuation list.. of all the pro
perties within the jurisiiction of a l>eal boiy sh:ml(l be entrusted to a central 
organisa~ion (to be created for this purpos~) which will consist of traine:i valuers 
as in western countries. Even in Enaland, wl:ere local b:xlies are tenacious of 
~h~ir ri~hts, the t~s~ of v~lqa,tion h11,s been taken &WI!,f for!ll them undar the local 
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Government Act of 1948 and vested in the Board of Inland Revenue. We are of 
the opinion that a similar step should be taken in e1ch State in India.. A valuation 
depa.dm3nt should bJ brought into being for all the local bodias within .the State. 
Its duty will be to s9a that the valuation list i;~ CJrr.ct and up to·date f<)r each local 
body. The valuation list as prepared by this· uepartment should be forwarded to 
the locDl body co::J.cerned and should be published. Any person, including the local 
body, itself, will have the righlto object to &trY valuation included in that list. But 
it will be not open to the lo~l body to alter any entry as made by the Valuation 
Dapa.rtment. It; will have to make a representation against such entry and if 
the Valuation Department is not satisfied with the objechion and the local body 
or tbe person making the objection feels aggrieved by such action it· will have 
~he right to appeal to a local tribunal called the local valuation court. The deci· 
sion of the valuation court will be final on points of fact. On points of law an 
appeal might be allowed to a District Court, ~r even to a High· Court, 
as may ~e deemed Pl"oper. But no· person will have the . right to 
withhold the payment of the tax pending the dispos"a.l of his appeal. Wha.t .the 
constitution of the local valuation court should be, is not a. matter into which we 
need enter. This can be dealt with by the State Government. It should be 
a. tribunal in whose independence and fairness of judgement b'lth parties have 
confidence. The creation of a trained staff of land nlu9otion expet·ts is a matter 
ol time. In three or four years the scheme should begin to work satisfactorily. 

233. The position is not very dissimilar from tha.t which existed. in re
lation to assessment of incJme tax prior to the creation of a separate Inc:>me Tax 
Department when the work was done by the District Collectors. The income-tax. 
collected \Vas very small but with the formation of a separate Income Tax Depart
ment and the special training giv&n to Income Tax Officers, the yield of inoame 
tax has increased enormously. We ~xpect that with the creation of a. separate 
department of land valuation .. the income from property tax in every municipality 
will increase very considerably and th-e c:>mpla.ints now generally heard of under
assessment and partiality in assessment will become a thing of the past. 

~ 

234. Some of our·collea.guos dJ not support the above recommendation. 

PROPERTY TAX-GENERAL-PART II 
235. In P~~ort I a general survey of the position with regard to the levy 

of property tax has been given. It wa.s not p.:>ssible to include therein particular 
foa.ture:o relating to each State, ·which are not nec9ssarily the same all over the 
c,1uotry. As, h'lwever, tha subjec~ is one which p3culia.rly concerns each State 
and has to b9 ddalt with due regud to the statutory provisions and administrative 
practice prevailing in each, it is nt:Jcassary, in _order that the subject may bo 
prvperly appreciated, t'l . daa.l with the special features governing the levy of 
property tax in each state. A Stato-wise survey is accordingly given below. 

1. MADRAS 
236. Property taxi~ levied by all district municipalities under Section 81 

of the Madras District Muui•lipalities Act 1920. It is levied on all buildings and 
lands wiLhiu municival limits save ~hose axempted by or under the Acts or 
any other Ll.w. Tile property tax comprises :-

(a) a tax for general purposes ; 
(b) a. water and drainage tax ; 
(c) a lighting tax ; 

- (d) a scavenging tax. 
Items (b),(·) and {d) are intenJed to provide for the expenses in connection 

\\'ith the provision of the respective services. In addition there is a.n education 
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·tax levied as a. percentage of the property tax or profession tax under Section 37 of 
the Madras Elementary Education Act, 1920. _ 

237. Rates. No maximum or minimum rates are prescribed in the 
- Act as in the case of Madras City Corporation. Under section 81-A of the Madras 
' District Muuicipalities Act, 1920 as amended in. 1944, the State Government has 
·power to :(ix the rate of property tax in any mofussil municipality at such rate as 
·it may deem desirable without the consent of the Municipal Connell. •In exercise 
~of.this power, Government has in recent years ~ncreased the rate of property tax 
·in several municipalities. 
: .. · · · · 2S8. The tax is levied by all municipalities in the State at rates varying 
.fr~~ 12 per cent. (inclusive of education tax) in Chirala to 27 per cent. (inclusive of 
, education tax) in Nagapattinam of the annual rental value. The education tax is 
also levied at varying rates. 

239. · Under the proviso to sub-section (1) of Section 84 the aggregate 
·property tax leviable in the case of lighthouses, piers, _wharves, jetties and 
· pas~enger sheds, latrines, cart-stands, retiring rooms and platforms belonging 
· to a· railway administration shall not exceed 4 per cent. of their annual value. 

~40: Inccme. The iLcome derived from property tax by district municipali
. ties in Madras in 1946-4 7 is shown below :.,...... 

Name of Tax 

· (1)· GenerAl Tax. 
· (2) · Water -&·drainage 

tax. · 
{3) 

{4) 

Conservancy rate 
{scavenging tax). 
Lighting tax. 
Total receipts from 
property tax in 1946-
1947 ... 

(' 

Receipts in 
1946·47 

Rs .. 

Percentage of total income 
from rates and taxes which 
each source represents 

6,9:!1,582 27 .Q9 

3,053,109 11.9::> 

969,816 3.70 
~.!3~._7~6 ______ .=_21=·=20=---~ 
16,398,233 63.89 

In 1884-85 the property tax levied by district municipalities in Madras 
yielded an income of Rs .. 4,27,803 and formed 42.5 per cent. of the total incomo from 
rates and taxes. The percentaga now is 63.50. It will, thet·efore, be obvious 
that both the yield from this source and its importance have grown. 

241. Remjssions. The owner is entitled to vacancy remission if the 
building has been vacant and u,nlet for 30 or more consecutive days in any half 
year, the remission being proportionate to the number of days during which the 
building was vacant or unlet. 

242. Basis of assesment. The basis of assesment in Madras district 
municipalities is the gross annual rent at which lands and buildings may {at the 
time of assessment) reasonably be expected to let from month to month or from 
year to year, less a deduction (in the case of buildings only} of 10 per cent. on such 
annual rent, provided that (a) in the case of (i) any Governmen~ or railway . 
building ; or (ii) any building of a class not ordinarily let, the gross annual rent 
of which cannot in the opiniuu of tha Commissioner be estimated, the annual 
value of the premises shall ba deemed to bs six per cant. of the total of the 
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estimated market value of the land at the time of assesment and the estim1Lted 
cost of erecting the building at such time a[ter deducting for ·depreciation a 
reasonable amount which shall in no case be less than ten per cent. of 
such cost, and (b) machinery and furniture shall be excluded from valuation, 

243. Agricultural lands are assessed to proporty tax on the basis of their 
annual value, which is the land revenue plus the water rate payable to Government. 
Nonagricultural vacant lands are assessable either on the basis of their extent or 
on the basis of their capital value and not on the basis of their anuual value, · 

• 
244. Machinery of assessment. In district municipalities there are paid 

Executive Officers designated as 'Commissioners', appointed and controlled by 
Government. The Government of Madras consider that the assessments of pro
perty made by these Commissioners are adequate. Appeals against assessments 
lie to the Municipal Councils or to Committees appointed by them. Sometimes 
the assessments are reduced on appeal. Where it· appears to the State Govern· 
ment that municipal councils have abused their appellate powers to any appre
ciable extent, they appoint a special officer, in exercise of the power conferred 
under Hula ~8 (a) of Schedule IV to the Madras District Municipalities Act, 
1920 to exercis3 the appellate powers of the municipal councils. Where the abuse 
of rowers by the municipal CC•Uncil is persistent, Government supersede the muni· 
cipal council. There is no provision for a judicial appeal in mattE)rs of assessment. 

245. The revision of assessment is quinquennial and is done by the' same 
machinery as does the original assessment and is 11ubject to the same rights of 
appeal, etc. 

246. District Boards. The only property tax levied by Distri~t Board is 
the local fund cess, which is dealt 1"ith separately. 

247. :Village Panchayats. :Eiouse tax is compulsory in all village pancl:iayats 
under the Madras village Panchayats Act, 1950. It is levied every half year u.t 
such rates as may be fixed by the panchayat not being less than the minimum rates 
and not exceeding the miximum rates presrci bed lzy G Jvernnient. The house 
t.ax is levied on all houses as \Vall as huts in the village either on the basis of 
annual value, or on the basis of capital value, or such other basis as may be 
prescribed. All notified major panchayats have Executive Officers appointed and 
controlled by Government. They are responsible for assessment.· The Government 
of Madras consider that assessment of house tax in all the bigger panchayats is 
adequate. · 

2. BOMBAY MUNIClPAL BOROUGHS AND DISTRICT 
MUNICIPALlTIES . 

248. When the Committee took evidence in Bombay, there was only one 
Municipal Corporation, i.e. the Bombay City Corporo.tiou. Since then the Bombay 
Legislature has passed a new Act known as the Bombay Provincial Municipal 
Corporation Act, 1949, under \vhicb municipal corporations can be establishe~ in 
other cities also. Two new corporations at Ahmedabad and Poona. have smce' 
been establishei under this Act. The powers of taxation of these two cor· 
porations are the sam'3 as of the municipal boroughs including the power to 
levy property tax on a graduated scale. The minimum rate of the general tax 
pre3cribed under thtl Act is 12 par cent. Bosides the Act permits the Corporations 
to levy the general tax on buildings and lands in which a particular class of trade or 
business is carried on at higher rale3, but not more than 50 per cent. higher than 
ordinary rates. The position regarding the assess'llent and collection of taxes is the 
same in the Poona Corporation as in the Bombay Corporation. Section 406 of the Act 
provides for an appeal against the valuation of any proper-ty to the Small Causes 
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Cour~. A further appeal is provided under Section 411 {rom an order of tt e Judg~J 
of the Small Causes Court to the District Court in respect of any dispute about the 
valnat hn of a property, the rate a blo value of which bas l:)cen fixed at a sum· excee· 
ding two thousand rupees and in re~pect of all properties upon a question of 
law or usage having the force of law or the cJnstruction of a document. · 

249. As in the City of BJmbay, buildings and lands used for the disposal 
of the dead, buildings and lands solely occupied and used for public W->rship 
or for a public charitable purpose are exempt from the gmera.l tax on 
property. 

250. Under rule 56 of the -Taxa,tion Rules, Chapter VIII to the schedule 
in th13 Provincial Corporations Act, when any building or land or any pxtion 
of such premises has been vacant for not less than· sixty cJnsecutive days the 
Commissioner shall refund two-thirds of the amount or the general tax, if any, 
paid for the numbor ·of' days that such vacancy lasted. 

251. Property tax is levied in municipal boroughs and district munici
palities under section 73 and section 59 of the Bombay Municipal Boroughs ·Act, 
1925 .and ~he Bombay District Mu?i~ipa.l. Act, 19Jl. r~spectively. .The tax\ 
is optwnalm both cases but all mumcipahttes are lovymg It. No maximum or -
midmum rates are prescribed. 

252. Rates. The rates prevalent in some of the. municip:tlities are given 
below:-

BROACH. The tax is levied on a progressive basis on the capital 
value, ranging from Re. 1 in the case of residential or rented houses of the 
capital value of which is between Rs. 300 toRs. 800 to Rs. 49 in the 
case of houses the capital value of which is between Rs.19,000 and 
Rs. 20,0)0 and thereafter at rates of Rs. 5, 6, 8 and 10 for every 
thousand or fraction of a thous!l.nd of the capital valuation of houses 
botween Rs. 20,00) and Rs. 30,000, Rs. 30,000 and Rs. 40,000 and 
Rs. 40,00J and Rs. 50,000 and a.bove Rs. 50,000 respectively. The rate 
in respect or build{ngs or lands or portions thereof used for business or 
industrial purposes is H __ times the rate mentioned above for ordinary 
properties. 
SA TARA. The rates of house tax at present prevalent are those fixed 
in 1891. The rates vary frl)m 0-8-0 in the case of houses, the annual 
·rent of which is between Rs. 6 and Rs. 12 to Rs. 8 between Rs. 96 
and Rs. 108 and in the ca.se of houses the annual rent of which 
exceeds R3. 108 at 8%. 
DHARWAR. 9% of the annual letting value. 
BELGAUM. 61% in the case of houses with an annual letting valua 
from Rs. 12 toRs. 50 aud rising toll% iu the case of those above let· 
ting value of Rs. 301 and abovo. 
HUBLI. Consolidated rate of 25%. 
NASJK; 9-3/8% of the letti[lg value. 

253. In Ahmadabad municipality (Corporation from 1.7.195J) there is at 
present no house tax. Only a water rate is levied. There is, however, tho usual 
urban immov\bla property tax levied by tho State Government iu Ahmedabad and 
Poona. The rata payable in some of the smaller municipalities was as high as 25',:{, 
in I:lubli and the Municipal Commissioner, Poona was of the opinion that Poona 
cannot bear a higher rate than 15%, which is the rate levied at present. 

254:. The Government of Bombay noticed c,msiL1orable variatiuns from 
municipality to municipality, even at times- justi6able, between municipalities in 
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the same district, in the rate oi ta~ation based on letting values. With a view to 
removing such a.nomalies, the Government has by an executive order directed that 
municipalities should, levy a. .consolidated rate on buildings and lands of not less 
than 20% of their annual letting value or 1.5 per cent of the capital value and' that 
the consolidated rate should take the place of (a) house tax (b) general sanitary 
cess (c) general water rate and (d) lighting tax, In case of refusal on the part of 
a municipality to so raise the taxes, the State Government has informed them that 
they will withdraw all voluntary grants. The Government has further directed that 
in the case of business premises the rates-should be 50% more than on other kinds 
of premises. 

255. Income. The income from property taxes was Rq. 270,162 and 
Rs. 10,242,827 in the years 1884-85 and 1944-45 respectively and formed 19% and 
48% respectively of the total taxation income of municipalities in Bombay. The 
corresponding percentag9s for Mad1·as are 42'5% and 63'8%. It will be seen there
foro that the tax is not levied at the sa.me rate and to- the same extent at which -it 
is levied (iu mur;licipalities) in Madras. ·. 

256. Exemptions. No list of exemptions is specified in the Acts but under 
section 75 (a) and section 60 (a) (iii) of the Bomb!i.y District Municipal and 
Borough Municipal Acts respectively it is left to the discretion of the municipality 
to provide for such exemptions as they like, subje:lt to the approval of the State 
Government. 1t is understood that, as a- matter of practice, exemptions from 
proper~y tax are given in very much the same c1.ses as in the BJmbay CorpJration. 

257. Remissions. Sections 86 and 69 of the Bombay Municipal Boroughs 
and District Mu~icipal Acts respectively provide for a remission of property tax in 
respect of a. building which has remained vacant and unproductive of rent through· 
out the year or portion of the year. 

258. Basis of assessment. I.ll the Bombay Municipal Boroughs Act, the , 
basis of a ;sessmeat is not specified but is hft to be determined by each munici· 
pality. It is generally either the annual letting value of the capital value, in most 
case3 the former. The annual letting value is defined in section 3 of the Act as 
the annual rent f.rr which any building or land, exclusi~e of furniture or machinery, 
might reasonably be expected to let from year to year, and shall include all 
pJ.yments ma.de or agreed to be m'!.de by a tenant b the owner of the building or 
land on accr:Jllnt of occupl.ti 1n, taxes, insurance or other char~es incidental to 
tenancy. UndJr section"78, clau;:~~ (2) where annual letting value is used as the 
basis a sum equal t:J 10% of the said valuation is deducted in lieu of allowance for 
repairs or any other account whatsoever. 

259. The provisions in .this m'!.tter ia :Bombay district municipalities are 
the same as for municipal boroughs. 

26). There is no separate provision in the B:>mbay Acts rega.rding the basis 
of assessment of open lands. 

261. As the cities of Ahmedabad, Po:>na and Sholapur present special 
problems in res pact of the variety of properties to be valued, the present practice in 
the m3.ttor of assessment in these cities is described below:-

Ahmedabad. The Ahmedabad Municipality does not levy any separate 
house tax as such. It levies a. fairly heavy general water rate on properties. 

For the purp)so of the levy of th~· general water ra.te the properties are divid· 
ad in three cla.sses as given below :- . . . . . 

(1) All non-residential bmldwgs belongmg to m1lls and factor1es, 
except hotels shops, stalls and stables, but including tanks, out·houses, 
store-yards, ~tc., and open yard and lands appertaining thereto an~ 
in the case of all open yards a.n.<l le,nqs belon~na ta t4e ra.ilwar 
company. 
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(2) Stalls, booths, tents, pandals, show-places, theatres and the like 
temporarily erected on open private or Government land tJgether with 
the lands occupied for the purpose of or for purposes connected with, 
exbi bitions, cinema or amusement sl;lows, cricket tournaments, 
carnivals, fancy fairs or other shows where admission to the place is 
by tickets or by fees. 

(3) All other properties not included in (1) and (2) above, in other 
words, all residmtial properties. 

The general water rate on buildings and lands in class (I) is Ieviel at the rate 
of H% on the valuation based on capital. The general water rate on lands and 
structures or erections specified in class (2) is levied in the case of revenue survey 
land at the rate of 0-1-0 per 100 sq. ft. per day and in the case of city survey la.nd 
at the rate of 0-2-0 per 10 sq. ft. per day for tqe area occupied. The general water 
rate on buildings and lands in class (3) is levied at the rate of Ill% on the net 
annual letting value. 'The net annual letting value is calculated after deducting 10% 
allowance for repairs, etc. 
- As regards the capital basis for assessment of properties in class (I) the 
appropriate rule as sanctiorted by Government with effect from April 1, 194 7 is as. 
follows:-

"Valuation based upon capital shall be the capital value of buildings 
and lands as may be determined from time to time by the valuers of 
the ·municipality who shall take into consideration such reliable date 
as the owners or the occupiers thereof may furnish either of their own 
accord or on being called upon to do so." 

SHOLAPUR. The position in regard to the levy of property tax by Sholapur 
'Municipality is as follows :-

" A general rate on buildings and non-agricuHural lands on the scale 
defined below shall be recoverable in respect of all buildings and non· 
agricultural lapds except Government buildings recwered by proviso 
(i) to Section 73 of the BJmbay Ach VIII of 1925. 
(a) in the case of every building or any plot of non-agricultural land 
yielding or capable of yielding a yearly rent of more than Rs. 10 but 
not more than Rs. 15 .....••.•.•• Rs I-2-0 
(b) 'in the case of every b:J.ilding or .any plot of non-agricultural land 

. yielding or Capable of yielding a yearly rent of more than Rs. 15 but 
not more than Rs. 2Q ...•••••••••••• Rs. 1·8-0. 

(c) in the case of buildings· or any plot of non-agricultural land yield
ing or capable. of yielding a yearly rent of mJre than Rs. 21), for every 
Rs. 10 or portiOn tbereoL •.••••. Rs. 0-12-0. 
(d) in the case of mills and factories and buildings and lands connected 
therewith, the general rate on buildings and lands shall be levied at 
the rates stated in clauses (a) to (c) abJve, on the annual letting value 
calculated at 6% of the capital value of the said buildings and h.nds. 

Explanation--The expression 'buildings and lands connected therewith' means 
and includes warehouses, godowns, mills, shops and op9n yards and lands etc. 
which are within the compJund of the mill premises, but does mt include residential 
buildings such as bungalows, outhouses and open lauds attached to them. 
Note-Buildings and _lands which are not taxed un<~er sqb-claqse (d) should b~ 

t"'xea qnqer the ordinarr rules." 
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Poona. The Poona Municipality makes no distinction in the matter of levy 
of rate on buildings between residential properties and industrial properties. It 
levies 15% on the annual let tin~ value of all buildings. It, h<.~wever, charges a con· 
cessional rate of §%on properties used for public worship or for charitable or edu
cational purposes. 

262. Machinery of assessment. The provisions in the Municipal Boroughs 
Act in respect of assessment are that the Standing Committee shall prepare the 
assessment list and hear objections against the list . .- There is no provision for any 
further appeal to an admi11istrative or judicial tribunal. In view, however, of the 
observations made by an Official Committee (appointed by the ·state Government in 
~947) on the working of Standing Committees or Revision Committees of munici
palities that 

(i) the rental nlues accepted by the tenants themselves have been reduceit 
by the Revision Committees : ·. 

(ii) properties of the same nature or specification are differently assessed; 

(iii) distinction has beon made in the assessment of portions of the same 
building occupied by the owner and the tenants--the portion occupied 
by thb owner himself being a.~se~sed at a co.mpar&tively very low figure; 

(iv) the assessment of the houses of councillors of some of the municipali• 
ties or of their relatives is hwer tha.n what it ought to be; and 

(v) drastic reductions are generally made by the Revision Committee and 
with a. view to asseseing the valm's correctly, the Government of Bam• 
bay bas aocepted the reccommendations of the Cnmmittee that an officer 
cf the rank of Mamlatdal.' with no local interest should be appointed for 

· each district and entrusted with the duty of re-assessing the values 
of houses in each municipality in the district inde pendently, and 
another officer of a status not lower than that of a Mamlatdar should 
be appointed to hear objections and fix. the assessments fina.lly and-
has issued orders accordingly. · · 

3. WEST BENGAL 
263. The levy of the general property tax in th~ municipalities of. West 

Bengal is governed by Sections 123 and 124 of the Beng~ol Municipal Act, 1932 
and of the lighting, conservancy a.nd water ratet by sections 123, 125 a.nd 126. 
Though the language of the Act makes the imp1sition of the .property tax optional 
and not cJmpulsory as in the case of the Calcutta C.:JrpJration, in actual pra.ctica 
all the municipalities are levying the general property tax as this is the only sub· 
st11ntial source of income. 

264. Under Section 124 of the Bengal Municipal Act, the general rate on 
holdings should not exceed 15% of the annual value in the municipalitie3 of Da.r
jeeling and KurseJnC and 10% in other municipalities. The maximum ra.tes fo~ 
the water.: lighting and conservanc,r rates:are 7!%, 3~ and 7% respectiv.ely. Th& 
only exceptions is -Howra.h, which levies a. consolidated rate on the lines of th& 
Calcutta Corporation, the maximum limit being 23%. Under Section 135 this . 

- rate is to be determined every year with reference to the requirements of tb& 
municipality. Where the amount standing to the credit of the municipality is, in 
the opinion of the State Government, insuftiicient to meet the liabilities of the muni
cipality, no decrease in the poccentages of any rate leviei can be made without the 
previous sanction of the State Government. The rates levied in ·some of th& 
bigger municipalities in the State a.re sbQWn in the table belew :-
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Midnapore 

Burdwan 
Murshida bad 

Krishna.ga.r 
Hora.h 

CHAPTER V 

House tax water rate 

7l% 6!% .. 

7!% 6% 
6o' /0 

'll% 7!% 
cu~solidated rate of 2H% 

Conservancy rate 

'1% 
7% 
7% 

7% 

265. Income. The average annual income from property taxes of district 
municipalities in West Bengal for the years 1946-47 and 1948·49 are given below :• 

Tax Average • Percentage of yield 
income to average annual 

income 

(a) Tax on bauses and lands 4,955,765 37.3 

(b) Water rate 976,435 7.4 

(c) Lighting rate 347,643 2.6 

(d) Conservancy (including 
scavenging and latrine 
rate) 1,742,400 13.1 

266. Exemptions. Under Section 124(b) of the Act no property tax is 
payable by any holding which is used exclusively as a place of public worship, to 
which the public has a right of free access without payment or as a mortuary or as 
a. burial ground or burning ground duly registered unJer the Act. A municipality 
has also the power to exempt either wholly or partially from the rate on holdings any 
holding which is used exclusively for purposes of public charity. Further exemptions 
may be granted where the annual aggregate value of all the holdings held by any one 
owner does not exceed Rs. 6. 

267. Remission. When any holding has been unoctmpied and unproductive 
of rePt for sixty or more consecutive days, the municipality shall refund three
fourths of the amount due on account of such period. There is also provision for 
remission on ground of excessive hardship. 

268. Basis of assessment. The basis of assessment is the annual value of 
a. holding as mentioned above. The term 'annual value' is defined in section 123 as 
the 'gross annual rental at which the holding may re~sonably be expected to let'. 
There is no provision in ~his Act for anv: deductions on account of repairs or main
tenance charges. In other Act 10% is allowed. It is further provide} that if such 
gross annual rental value cannot, in the opinion of the Assessor, be easily esti
mated or ascertained, the annual val•l'3 of such holding shall be deemed to be an 
amount which may be equal but may not exceed 7!% of the value of the building 
0r buildings on such holding at the time of such asse3sment plus a. reasonable rent 
for the land comparised in the building. There is a further proviso thM, where 
the value of a building or buildings on a. holding exceeds one lakh of rupees the 
percentage of annual value to be levied in respect of so much of the value as is in 
excess of one lakh of rupees shall not exceed !% of the percentage levied on other 
buildings. 

269. Machinery of assessment. Under Saction 145 the State Govern· 
ment prepares a list of persons qualified in its opinion to be appointed ~~os Muni· 
cipal Assessors· ·When a. new valua.tion list has to be prepared for any municip~lity 
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the Municipal Commissioners have to appoint a person from this appraved 
list on such salary and with such establishment as may be fix:ad by them with the 
approval of the State Government. Any other person may also be appointed as an 
Assessor with the approval of the State Government. When the assessment list is 
prepared it it is published and objections invited from the public. All d.pplicatious 
for revision are heard by a Committee consisting of the Chairman and from 
two to four Commissioners. It is provided in section 151 that when an objection 
to an assessment as valuation has been made, the rata shall,. pending the final 
determination of the objection, be paid on the previous assessment or valuation. 
There is an apparent conflict between ~>ub.section {4) of section 149 which s!lys that 
the decision of the Review Committee is final and clause {c) of sub section (1) of 
section 138 which say that the Municipal Commissioners may at any time alter 
the valuation or assessment on any holding, which, in their opinion, bas been 
incorrectly valued or assessed. We are informed that by interpretation the 
application of section 138 (1) (c) has been restricted only to cases where no objection 
bas been preferred. Once objections are preferred and have been finally determined 
by the Review Committee, no further appeal lies to the Municipal Commissioners. 

270. There does not also seem to be any provision in the Bang~~ol Muni· 
cipal Act for a definite period after which the original assessment should be 
revised as there is in the Calcutta Municipal and other Municipal Acts, 

4. UTTAR PRADESH 

271. Property tax is levied in Municipalities in Uttar Pradesh under Sec
tion 128 of the U. P. Municipalities Act. Under the Act, the levy of property 
tax is optional and not complusory. Tho St&ta Government has c.mcurrent 
power to impoEe th& tax and prescribe the rates. No maximum or maximum rates 
are prescribed in the Act. The general property tax has not been used to any 
appreciable extent by municipaliti!:fB in this State. Ib is levied only in 33 out of 
llO municipalities. Tho rates of tax in the various municipalities g:mera.lly rang~ 
between 21% and 15%. A progressive scale of rates is adopted in some munici· 
palities e.g.. Lucknow, where the rate varie3 from 31% of the annual value on 
lower rentals. to 15% of the annual value on houses wi~ a. renta.l of Rs. 1800 per 
annum of a hove. 

272. The tax was levied in · 18 municipalities in 1908-09 and tb& 
present position does not appear to be much of an improvement. on what it was 
thre9 or four decades back. While in some cases there' has beau some 
increase, in the majority of cases the rates of tax have remained where they 
were in 1908·09, in fact in some cases, there has been a reduction as shown 
below:-
Name of Municipal Board Rate in force 

1948·49 1908-09 

1. Mussorie 7l 6! 
2. Saharan pur 7l 7! 
3. Roorkea 6 3!-7! 
4. M uzaff &rnagar 4·11/16 4! 
ii. Mesrut 6l 61 
6, Bareilly 5 7l .. Sahaswan 2! No house tax I. 

8. Ujhani 2l do 
9. Kanpur 3-1/8 6! 

10. Alla.ha ba.d 4! 4-i/16 
11. Jhansi 5 3-1/8-5 
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12. Orai 
13. Ba.na.ras 
14. Nainital 
15. Unnao 
16. Hardoi 
17. Sha.ha bad 
18. Lakhimpur 

CHAPTER V 

Rate in force 
1908-09 

5 
1 to 3 1/8 

10 
7! 

. . 

5 
7! 
6! 

1948·49 
5 

1-9/6 to 4! 
10 

7! 
No house tax 
No bouse tax 

5-61 

273. ·Commenting on this inadequate utilisation of a. p:>tentially prolific 
source of municipal income, the U. P. Municipal Taxation Committee (1908-09} 
pointed out that the tax is exceedingly unpopular. They gave several reasons 
why this wa.s so. In the first place -..vas the difficulty of assessing the annual 
rent value in a country, ''where it is the custom to own rather than rent 
dwelling houses", and consequently the assessment was more a matter of guess 
work than scientific' deduction. Secondly, the owning of a house in this 
country did not indicate the occupier's ability to pay. They quote Professor 
Bonar who wrote : 

"It is really on the whole a faithful index for the middle cla.sses, 
who are the great bulk of the ratepayers ; ih is Je5s so for the 
very rich, and hardly so at all for the very poor." 

Further, they observe that there was no custom of changing residence 
with variation in means, as there is in ·western countries. The poor man may 
become rich but he will continua to live in ·his ancestral hovel. Conversely, 
the descendil.nt of the rich man may become miserably poor and find it difficult 
to supply himself with the necessaries of life, but he will not desert the ance
stral home. They also dilated at length on the difficulties in the ma. tter of re
covery of taxes by distraint which is looked upon as particularly .odious and 
opprobrious. Taking all these facts and arguments into consideration, the 
Committee were of the opinion that though the house tax could not be looked 
upon as a general substitv.ta for octroi, in certain exceptional cases, where 
cities are developing and prosperity is g':}neral this form will probably prove a. 
productive source of municipal revenue. 

27 4. They were further of the view that the difficulties in the matter of 
assessment were not insuperable. One advantage of the house-tax, in their 
view, as against a. ta.x on circumstances and property, was that the house wa.s 
there to be inspected for varification and a security for municipal claims. They 
added that in the case of tba larger commercial centres and of towns which have 
progresEed rapidly during the last half century, the general level of prosperity is 
high, and the. people do in fact occupy houses of a value roughly commensurata 
with their means, and thus it was in these cases a.n index on ability to pay. 

' · 275. In his reply to an item in the questionnaire on this point, 
the Secretary to the Government of Uttar Pradesh in the Municipal Department 
stated that :-

"It is generally recognised that bouse tax should form the mainsta.y 
of local bodies revenue. As sach, it should be compulsorily levied 
on all house property both in the urban as well as rural areas." 

276. The U.P. Pay Committee for Employees of Local Bodies (1948) h!los 
also made tho following remarks* in its report :-

*Page 63 of the Report. 
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-------------------------------------------------------------
"There are several sources in municipalities which have not yet been 
fully tapped. One of these sources is the house tax which is not 
levied at present in as many as 53 municipalities. We strongly 
recommend that ti.Il municipalities must impose house tax compul
sorily at rates ranging from 6!% te 15% on a sliding scale varying 
with the annual value of the building according to local condition and 
requirements. 

- -
This measure would give an extra income of Rs. 1,34,00,000.''' 

277. We have accepted this suggestion for the compulsory levy of house tax 
a.nd dealt with it in the geLeral survey, 

278. Income from the g9nera.l property tax amounted to Rs. 905,135 and 
formed 8.8% of the total income in 1925-26. The total yield of this tax for the 
years 1945-46 and 1946-47 was Rs. 18 lakhs and 24 lakhs, respectively, which 
means an average of Rs. 21111khs, i,P-., more than 5% of the total annual income of 
all municipl.l boards in the State. It will be clear that this source has not been 
fully exploited by municipalities in the State. 

279. Exemptions-Under Section 157 of the Act: (1) a board may exempt, 
for a period not excJo:liug one year, from tha payment of a tax, or any porhion of 
a. tax, imposed under this Act, any person who is in its opinion; by reason of 
poverty, unable to pay the same and may renew such exemption as often as it 
deems necessary. 

(2) a board may by a special rasolution confirmed by the Commissioner 
exempt from the payment of a ·tax or any portion of a ta.x, imposed under this Act 
any person or class of persons or any property or description of property. 

(3) the State Government may by order exempt from the payment of a ta.x, 
or any portion of tax, imp~se1 under '.this Act, any peraon or.cJass of persons or. 
any property o-r der.cription of property. 

We are of the view that where an exemption is granted at the instance of 
the State Government, which has not be;m proposed by the municipality, the 
municipality should be given compensation to that exten• by the Government. 

As re~ards sub-clause (2) we are of tha view that it should be retained. Two 
of our colleagues di3ssnt from this vie·\\?, aq in their opinion the p::>wer of exemption 
in individual cases sl10uld not rest with the municip!Llity. An'lther. colleague is of 
opinion that tb.e p:)\ver of tlxemp~ion should absolutely vast in the municipality and 
the Commissioner shuuld have notbiug to do with it. 

28). Under section 151 (1) of the Act, when, in a municipality other than 
one situated 'vholly or partly in a- hill tract, a. building or land has remained 
vacant and unproductive of rent for nine~y or m1re cmsecutive days during any' 
year, the bJard shall re:nit or refund so much of the tax of that year as may be 
prop~rtionat.e to the num1er of days that the saH building or land has remained . 
vacant and unprodJcLive of rent. R9msisions are also granted in the case of partial 
vacancies, i.e., when only a p:>rtion of any land or bmlding has remained vacant or 
unprodu::tive of rent. 

281. Basis of assessment. The house tax is assesssd on the annual value 
of all lands and buildinds. This is the .one and only basis prescribed in the Act. 

· Annual value is defined in Section 143 as : . 
( z) in the case of railway stations, hotel;, colleJes, schools, hospHals, 

f<~.ctorie:~ and other such building,;, a. prvportion uot excdeding 
five por cant. to ba fixJJ by rule mJ.dJ iu this behalf of ~he surn 
obtained by adling th3 ostuna~ol preaant cost of erecLlDg the 
building to thJ estimated value C?f the land appurtenant thereto i .. 

101 



CHAPTER V. 

(b) in the case ef a building or land not falling under (a), the gross 
annual rent for which such building, exclusive of furniture or 
machinery therein, or such land is actually let, or whel"e the 
building or land is not Jet or in the opinion of the board is let for a 
sum less than its fair letting val uP, might reasonably be expected 
to let from year to year. 

There is also a provision enabling a board in exceptional circumstances to 
reduce the amount of the annual value oc any building or land to an equitable 
amount when the annual value arrived according to the normal procedure would be 
excessive. 

282. Machinery of anessment. In municipalities in this State there is 
no separation of executive from deliberative functions as in the City Corporations 
of Bombay and Madras and in district municipalities in Madras where the execu
tive authorities are quite independent of the local bodies concerned being avpointed 
and removed by the State Government. The statutory obligation for the prepara· 
tion of the original assessment list rests on the Boards. For the purpcse of assess· 
ment, the Board may appoint any person or persons, with or without remuneration, 
whether members or not. The persons so appointed have the right to inspect the 
properties to be assessed When the as;sessment list has been vrepared, the 
Board is required to publish it. Objections to an asses~ment or valuation contained 
in the list have to be made to the Board. The Board may, under Section J43 (3) 
either by itself, or by a Committee empowered by delegatiOn or au oflicer of Govern· 
meut or the Board to whom, with the permission of the Commissionet', the board 
delegates powers, investigate and dispense of the objections and cause the necessary 
consequential alterations or amendments to be made in the list, after aUowing 
the objector an opportunity of being heard in person or by agent. 

283. Under section 145 an assessment list has ordinarily to be prepared 
once in every five years. 

284. Appeals. After an objection has been disposed of under section 143, 
any person aggrieved may file an appeal against the assessment or an alteration of 
ah assessment to the District Magistrate or to such other officer as may be em· 
powered by the State Government in this behalf. Under section 162, if during the 
hearing of an appeal under section 160 by the Dtstrict Magistrate or other autho· 
rity a question as to the liability to, or the principle of assessment of, a tax arises 
on which the officer hearing the appeal entertains reasonable doubt, he may, either 
of his own motion or on the application of a person interested, draw :np a statement 
of the facts of the case and the point on which doubt is entertained and refer the 
statement with his own opinion on the point for the decision of the High Court. 
Under Section 164 the orders passed by the authority under Section 160 are final; 
no objection to a valuation or assessment can be taken to any other court. · 

5. PUNJAB 
' 285. Property tax is levied by a. few municipalities in the Punjab under 
section 61 (1) (a) of the Punjab Municipalities Act; 19ll. The general property tax 
is described as a tax payable by the owner on buildings and lands not exceeding 
twelve and a half per cent. on the annual value. In addition, in the bill 1\Iunici· 
palities <>f Dharamsala, Dalhomie and Simla, a tax may be levied at a rate not 
exceeding one anna and four pies and irr other municipalities at one anna per yard 
of the ground a. rea or not exceeding in the bill municipalities of Simla, Dha.ra.msala. 
and Dalhousie four rupees and in other municipalities three rupees per running foot 
of frontage in streets or ba?:ars. In Simla, or in any part thereof, a tax may be 
imposed both on buildings and on lands. The tax is payable by the owner ; except 
where in the case of lands and buildings the occupants are t'3nants in perpetuity, 
the tax is payable by such tenants. 
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286. As already stated, the property tax is not widely'prevalent in the 
Punjab due to popular opposition to direct taxation. The main source of' municipal 
income is octroi and terminal taxes and real estate occupies a much less important 
position among loCii_l taxes. ..... · 

287. As in Wes~ Bengal and Bihar, there is aiso a statutory maximum on 
the rate of the tax. 

288. The Government of Punjab have stated in reply to a query that in 
order to compel municipalities to impose property tax coercive action in the shape of 
withdrawal of discretionary grants, etc.; would be feasible. On account of the dis
location caused by the partition of the State and its aftermath complete statistics 
are not available to illustrate how far bouse tax is leviedby municipalities in the 
State. But out of the 22 municipalities which bad replied to. the questionnaire 
issued by UE', house tax is levied only in the undermentioned municipa;Iities at· the 
rates shown against each :- · 

Amritsar 

Simla 

Ambala 

Jullundur 

Ludhiana. 

Kalka 

Shah a bad 

10% 
.10% 

61% 
12!% Jmaximum permissible) 

(rate not known) 

10% 

12!% 

Sirsa 2% 
H:msi ..' 4·11/16% 

Almost all the municip!Lliti~s that have sont in replies except Panipat, Urmar, 
Tanda, Thanesar and Gurdaspur are of the opinion that a • bouse tax should be 
compulsorily levied. The excepted municipalities are emphatically opposed to the 
house tax. The opposition of the Gurdaspur Municipality is qualified in that it is 
prepared to levy a house tax if the Urban Immovable Property Tax levied by the 
State Government is withdrawn. 

289. Income. The income from property tax in I925w26 in undivided 
Punjab was Bs. 814,135 and it formed 10.7% of the total income from. taxation of 
municipalities in the State. In 1946·4 7 the income from the 13 districts which 
now form Punjab (I) was Rs. 937,024 and it formed 17.4% of the total income 
from taxation. , . 

2!JQ. Exemptions. Tlle Punjab Municipalities Act does not give a list of 
exemptions from property tax. Under clause (c) of sub·secoion (2) of section 70 of 
the Act, a municipality may by a resolution passed at a special meeting and con·· 
firmed by the State Government exempt in whole or in part· from the paymen~ of 
any tax, any person or class of persons or any property or description of property. 

291. Under sub-section (1) of section 71 the State Government may by 
order exempt in whole or in part from the payment of any tax any person or class 
of persons or any property or deocription of property. 

292. Remissions. Under sub-section (1) of section 72 when any property 
assessed to a property tax or ground rent under clause (!!.) of sub·section (1)_ of 
section 61, which is p!l.yable annually or in instalments, bas remained unproducttve 
of rent and unoccupied throughout the year or the period in respect of which any 
instalment is payable, the committee shall remit the amount of th'3 ·tax or .:Of the 
instalment as the case may be. 
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• 
293. Under clause (a) ibid. when a~y such propedy nr portion thereof has 

not been occupied or productive of rent for not less than sixty consecutive days or 
is wholly or in greater part demolished or destroyed by fire or otherwise, the Com
mittee may remit such portion of the tax or instalment. as _it may think equitable. 

294. Basis of assessment. The basis of assessment mentioned in !2ection 61 
(1) (a) (i) is the annual value. Annual value is defined in sub-section (1) of Section 
3 as follows:-

(1) "annual value" m~ans :-
(a.) in the case of land, the gross annual rent at which it may re!l.so

nably be expected to let from year to year :-
Provided that in the case of land assessed to land revenue or of 
which the land revenue ha.s been whnlly or in part released, the 

_ annual value, shall, if the Provincial G.wernment so direct; be deem· 
ed to ,be double the aggregate of the following amounts, namely:-
(i) the amount of the land revenue for the time being assessed on 

the land, where such assessment is leviable or not; or when 
the land revenue has been wholly or in part compounded for or 
redeemed the amount which, but for such composition or re· 
demption, would have be-'ln leviable; and 

(ii) when the improvement of the )ar::d due to canal irrigation has 
been excluded from account in assessing the land revenue the 
amount of owner's rate or water advantage rate, or other rate 
imposed in respect of such improvement; 

(b) in the case of any bouse or building, the gro~s annual rent at which 
such bouse or building, together with its appurtenances and any 
furniture that may be lot for the use or enjoyment therewith, may 
reasonably be expected to let from yea.r to year, subject to the 
following deductions :- • 

(i) such deduction not exceeding 20 per cent. of the gross annual 
rent all the committee in each particular case may consider a 
reasonable allowance ou account of the furniture let therewith; 

(ii) a deduction of 10 per cent. for the cost of repairs and for a'rl 
other exptnses necessary to maintain the building in a. state to 
commar::d such gross annual 1 ent. The deduction under this 

·sub-clause shall be calculated on the balance of the gross 
annual. rent after the deduction (if any) under sub-clause (i) ; 

(iii) where land is let with a building, such deduction not exceeding 
20 rer cent. of the gross annual rent, as the committee in each 
particular case may consider reasonable on account of the 
actual expenditure, if any, annually incurred by the owner on 
the upkeep of the land in a state to command such annual rent; 

Explanation-!. For the purpose of this clause it is immaterial whether 
the bouse or building, and the furniture and the land let for use or 
enjoyment therewith, are let by_ the same contract or by different 
contracts whether such c.mtracts •.ue ma.ia simultaneously O!' at different 
time. 

Explanation-H. The term "gross annual rent" E>hall not includt! any ta:t 
payable by the owner in respect of which the 0\Vnar and tenant have 
agreed that it shU be paid by the tenant. 

(c) in the case of any house or building, the gross annual rent of which 
cannot be determimd under clausa (b), 5 per cant. on the sum obtained 
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by adding the estfmated present cost of erect!ng the·· building, less sucq 
amount as the committee may deem reasonable to be deducted 'on 
account of depreciation tif any) to the estimated market value of the sit& 
and any land attached to the house or building. · ·' 

Provided that :-

(i) in the calculation of the annual value of any premises no account. . . . 
shall be taken of any machinery thereon ; 

(ii) when a building is occupied by the owner under snob exceptional 
circumstances as to render a valuation at 5 per cent. on the cost of 
erecting the building less depreciation excessive, a lower percentaga may 
be taken". • 

It will be seen from the above extract that a agricultural land in municipal 
areas is as much liable to property tax as non·agricult~ral open land. · ' 

295. In the case of premises which are not let and in respect of which the
determination of atinua.l value is not possible in accordance with clause {b), th"' 
annual value is assumed to be 5% of the present capital cost of the building. In 
the case of owner occupied buildings, discretion is allowed -to the municipality t<> 
fix a lower percentage. " 

296. The annual value is generally assumed to be the actual rent unless 
there is reason to believe that the actual rent is absurdly low and there is 
collusion between the landlord and tena.nt. 

297. Machinery of assessment. Under sections 63 to 68 of the Act thS. 
responsibility for the preparation of the assessment list, bearing objections against it 
and the finalisation of the list is place<i on the municipal committee. The.committee 
is required to give au opportunity to any peraon interested in such amendment or 
alteration to be beard. The assessment list need not be revised every year ; in fa-ct. 
no period has been prescribed in tne Act for the preparation of a fresh assessment> -
list. • 

· 293. IO: some of the major municipalities, however, the Punjab Municipal 
Act, 1931 bas been applied. Under sub-section \a) of section 4 of this Act, the-
powers of preparing the assessment list, beaTing objections and revising the list; 
specified in sections 63 to 63 of the municipalities Act are vested in the Executiv& 
Officer. The Executive Officer is appointed for a renewa.ble term of five years by 
the Municipal Committee at a special meeting by five-Aights majority ; the appoint
ment is subject to the approval of the State Government. Where, however.· 
within three months of the date of notification by Government applying the pro
visions of the Executive Officer Act to a. municipality, the Municipal Commit~e& 
fails to make an appointment, the State Government may appoint any person they 
consider suitable as Executive Officer for a renewable term of five years. The
Executive Officer may at any ti~e be suspended or removed from office by t]le
StP,te Government and shall be· suspended or removed if at a meeting specially con
vened for the purpose, the Municipal Committee votes in favour of such removal or 
suspension by a majority of five·eights of the total number of members consti
tuting the committee. SJction 4 of the ~ct ve!:lts the entire power for the. execution 
and carrying on the a.dministration of the municipality subject to the provisions 
of the municipal Act or any rules made thereunder- in the Executive Officer an4 
the power of assessment and revision is one of the powers so delegated to him. 
statutorily. It will thus be seen that in municipalities where there is an Executive 
Officer, the assessing and revising authority enjoys a reasonable degree of inde
rendence and freedom from interference by Councillors. 
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299. Appeals. Under section 84 (i) an appeal against an assessment or 
levy of any tax or against the refusal to refund any tax under this Act ties to the 
Deputy Commissioner or to such other officer as may be empowered in this behalf 
by Government. lf, however, the Deputy Commissioner or the other authorised 
cfficer is or was a member of the committee at the time the tax was imposed, the 
appeal lies to the Commissioner of the division. 

300. Under sub-section (2) of the above section it is provided that if, at 
the hearing of an appeal under the section, any question as to the liability to, or 
the principle of assessment of a tax arises on which the officer hearing the appeal 
~ntertains reasonable doubt, he may, either of his own motion or on the appli· 
-cation of any person interested, draw up a statement of the facts of the case and 
the point on which doubt is entertained, and refer the statement with his opinion 
cn the point for the decision of the High Court. 

The above p1entioned provisions are similar to the provisions in sectio.ll 163 
-cf the U.P. Municipalities Act, 1916. 

BlliAR 
301. The general property tax called "a. tax on holdings" is levied 

'by municipalities in Bihar under clause (b) of sub-section (i) of section 82 of the 
Bihar and Orissa Municipal Act, 1922. Clause (a) of the said sub-section states 
that "a tax upon persons in sole or joint occupation of holdings within the munici• 
pality according to their circumstances and property within the municipality :" may 
also be levied. The proviso to the section lays down that the tax on holding a.nd 
the tax on persons shall not be levied in the same ward. It will further be seen 
that while the tax on holdings is a. tax on owners of property, the tax on persons is 
a tax on occupiers of property. Section 84 provides that the tax on holdings shall 
Dot be imposed at more than twelve and a half per cent. on the annual value. 

302. The tax on holdings is widely prevalent, while the tax on perROns is 
levied only in some municipalities. The tax on holdinRs was levied by all munici· 
palities in 1943-44 except one and all Notified Area. Committees except one at rates 
shown against each:-

Statement showing the rates of levy cf the tax: holdings by municipalities 
in Bihar · 

Name of Municipality 

1. Patna. City. 
2. Barb (only on Government and public 

b:dies buildings.) 
3. Bihar. 
4. Dinapur Niza.mat. 
.0. Khagaul. 
6. Patna. Administration Committee. 
1. Ga.ya. 
8. Teka.ri. 
9. Arrah. 

10. Da.udnaga.r. 
11. Jagdishpur. 
12. Buxar. 
13. Dumraon. 

. ·14. Bhabua.. 
106 

Rate of the tax 
on holdings iu 

1943-44 

9!% 

71% 
7!% 
7!% 
7l'7o 
7!% 
7!% 
7!% 
7!% 
10% 
10% 
·10% 
10% 
10% 

Present rate of the 
tax on holdings 
where known 

121% 

10% 
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Name of Municipality 
Rate of the tax 
on holding in 

1943·44 

Present rate of th& 
tax on holdings 
.where known 

--·-------------------------...___ 
15. Sa.sa.ra.m. 10% 
16. Dehri-Da.lmia.na.ga.r N. A. C. 7!% 
17. Cha.pra.. 7!% 
18. Revelga.nj. 7l% 
19. Siwa.n. 7l~~ 
20. Motiha.ri. 7l% 10% 
21. Betti a. b. 7!% 12!% 
22. Lua.tha.ha. Notified Area. Committee. 7!% 
23. Muza.ffa.rpur. 7!% 12!% 
24. Ha.jipur. 7l% 10!% 
25. La.lga.nj. 7l%. 7l% 
26. Sita.ma.rhi. 7!%' 
27. Duma.ra. N. A. C. 7!%. 
28. Dha.rbhanga.. 7l% 10% 
29. Ma.dhubha.ni {Govenment and public 

buildings only) 10% 
30. Resera.h, (Government and public 

buildings only) 10% 
31. Sama.stipur. (Government ard public 

buildings only) 10% 
32. 1\Ionghyar. 7!% 
33. Jamal pur. 7!% 7!% 
34. Bha.galpur, 7!% 
35. Colgan g. 6!% 
36. Purnea.. 7l% 
37. Kisha.ngt~on]. 6l% 10% 
38. Ka.tiha.r. 7!% 10% 
39. Forbesganj (on Government a.nd 

public buildings only). Bl% 
40. Deogbar. 7% 8!% 
41. Sehiba.ug. 7l% 10% 
42. Dumka, 7l% 7l% 
43. Madhupur. 7% 9% 
44. Hazaribagh. 7!% Bt% 
45. Giridib. 7!% 7!% 
46. Ra.nchi. 7lt:> 12!% 
47. Lohard&ga. 10% 

. 48. Doranda. 7!% 
49. Daltonganj. 10% 7!% 
50. Purulia. 7!% 12!% -
51. Cha.lda. 6!% 
52. Dha.nbad. 7!% 
53. Chibassa. 7!% 7l% 
54. Cbakradbarpur. 7!% 12l% 
55. Jugsala.i. 7!% 

In addition the undermentioned municipalities levied a. tax on the ann11a.l 
value of arable lands at rates shown below =-

1. Dina.pur Nizama.t 61% 

5. Monghyr. 7!% 
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. 303. On the question whether there is scope for increase in the rates of 
taxation, the Secretary to the Government of Bihar states ~-

"The paying capacity of the people is necessarily a limiting factor. The 
powe:: of fixing the percentage at which a tax or fee can be imposed 
subject to .the maximum permissible under the Bihar and Orissa. 
municipal Act in each case, vests in the municipal commissioners. 
Government Eee no reason to bold that the percentages fixed by 
municipal commissioners are, generally speaking, lower than they 
might be, ~r that tax rates in the province are much too lflw." 

304 .. Income. The income from all the property taxes in ~he composite 
province of Bihar and Orissa. in 1925-26 was Rs. 1,901,269 and it formed 76.5% of 
the total taxation income. The correspondi.Dg figures for the State of Bihar for 
1946"47 are Rs. 3,750,461 and 83.9%. Though the percentage figures do not show 
much increase (being only 7.4) the actual income in 1946-47 when compared with 
the figures for the composite province for 192[)-26 has nearly doubled. 

305. Exemptions. Under section 83 of the Act, the tax on per.;ons sha.il 
not be imposed on any person in respect of occupation of any public place of wor
ship or of any public burial or burnin~ ground nor in respect of the occupation of 
any building which is the property of Government or of local authority. 

. 3C6 Under section 84 sub-sections (2) and (3) any holding which is used 
exclusively as a place of public worship or religious assemlage or as a dharamshala., 
or as a mortuary, or which is duly registered asi public' burial or burning ground 
shall be exempt from the tax on holdings. 

307. Under sub-section (3) ibid, the State Government may, on the ro
commendation of the Commissioners, ' exempt any holding or portion thereof which 
is used exclusively for any charitable purpose from thA payment of the holding tax. 

308. Under section 93 (i) the Commissioners inay exempt any person from 
the tai on persons who may by them be deemed too poor to pay. Under section 
93 (2) the State Government· may, on the recommendation of the Commissioners, 
exempt any person in sole <er joint occupation of a. holding which is used exclusively 
for charitable purposes. 

309 Under section 110, when the levy of a tax on any holding in the 
municipality would be productive of excessive hardship to the person liable to pay 
the same, .the Commissioners may reduce the amount payable on account of such 
holding, or may remit . the same. Tbis is a. provision peculiar to the Bihar and :a 
few other Acts. · 

3l0. Remissions. Under section 111 (i) when any holding .has been 
unoccupied arid unproductive of rent for thirty or more censecutive days in any 
quarter the Commissioners shall remit or refund as the case may be, one-half of so 
much of the tax of that year as may be proportionate to the number of days the 
said holding has remained so unoccupied. 

311. Basis of assessment. The basis of assessment is the annual value. 
Stlction 98 (i) of the Act states that the annual value of a. holding shall be deemed 
to be the gross annual rental at which the holding may reasonably be expected to 
let •. Sub-section (2} states that in the cas~ of buildings which are not intended for 
letting or for the residence of the owner himself the annua.l value is deemed to 
be an amount which may be equal to but not exceeding 7!% of the actual cJst of 
erection of the building in addition to a. reasonable ground rent for the !and. 
comprised in the holding, provided that wher:e the actual case so ascertained ot 
estimated exceeds one lakh of rupees, tha percentage ou . the annual value, so 
ascertained, in respect of so much of the cost as is in exces.s of one lakh of rupees 
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sht.ll not exceed one-fourth of the percentage. This sub-section· is similar to sub• 
seL•tion (2) of Section 128 of the Bengal Municipal· Act 1932 both in rosJ:ect of. 
the quantum of the value and in respect of the provision for the concessiona( 
treatment to be a.ccorlled to properties the cost of which exceeds one lakh of rupees .. 
~imilar provisions for the a.EC:)rtainment of annual value as a percentage of the 
capital value exist in Ma.dras, Uttar Pra:Ieh and Punjab. Acts but only the quantum·. 
of the capital value to be taken into account is different namely 5 per cent. There is 
special treatment for properties the value of which exceeds one lakh of rupees any.:-
where, except in Bihar, Orissa. and Bengal. · · · . 

.312. But there is one vital ditference -between the provision in the Bihar 
Municipal Act and the other Municipal Acts in this respect •. Whereas in all other 
Municipal Acts the value of the property is taken ai the estimated cost· of cons~ 
truction of the building and value of land, at the time of assessment, -the provision· 
in B1har is to the effect that the actual ascertained cost or tho estimated a.ctua.l 
cost of erection of the building plus a reasonable ground rent should be taken as. 
the value of the holding. In view of the largl rise "in land values and.building, 
material in recent years, the annual value calculated ciQ. ;the basis provided in, thit 
Bihar Act would be very low when c'lmpared with the annual valu~ c;Jf buildings 
calculated· in the manner provided in the other Acts.· There will be a perceptible
increase in municipal income from this source if the provision of the Bihar Act 
were amended to bring -it into lin9 with the provisions ·of the other Acts. We 
would strongly commend this to the Government of Bihar. 

313. The value of machinery and furniture is not taken into accOOnt for the 
determination of the annua.l value of a holding. We have c:>mmented on this in 
the general survey and have, therefore, no further comments.to makE! ,here. · 

314 •. Machinery of assessment. The Bihar and Orissa Municipal Act does' 
not make any reference to any Executive OJl]cars or Secretaries. WhR.tever is 
required to be dona by the Municipa.i Commissioners. Under section 3~ of the 
Act, the Commissioners are competent to appoint such officers and· servants as 
are deemed necessary, subject -to any rules made by Government under the 
Act. The sanction of the State Government is necessary to the creation of any 
post with a sa.lary exceeding Rs. 100 per mensem. 0 

· · 

315. Under section 101 of the Act the Commissioners·shall, after making. 
such enl).uiries as may b~ necessary, determine .the annual value of all holdings 
and enter such value in a valuation list. Section 107 empowers the Comm• 
issioners at any time to altar or amend the assessment list (a) by entering 
therein the name of any person or any property which ought to have been 
entered, or any property which has become liable to ta.xa.tion after the publi: 
cation of the assessment list. (b) by. substituting therein for the name of the 
owner or occupier of any building the name of any other person consequent on a 
chango in ownership or occupancy (c). by enhancing the valuation of, or assess· 
ment on, any holding, which has been incorrectly valued or assessed by reason 
of fraud, misrepresentation or mistake ; (d) by revaluing of re-assessing any 
holding the value of which bas been increased by additions or alterations to 
buildings ; (e) by reducing the valuation of a.ny holding which has been wholly 
or partly .demolished or destroyed (f) by revaluing and re·assessing any holding 
or class of holdings on the ground of ganeral improvement hi the/ locality 
where such holding or class of holdings are situated. 

316. Under section 115 (l) the asse3sment list has to be published and 
under section 116 (1) any person who is dissatisfied with the amount assessed 
upon him or with the valuation or assessment of any· holding may a.pply to 

- the Commissioners to review the amount of ass~ssq:J.ent or. valuation.. Under sec
tion 117 (1) all applications against assessment under sections 89, 105, 107 aud 
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113 are to be heard and determined by a committee consisting of two Comm· 
issioners and two tax-payers of the municipality, nominated or elected by the 
Commissioners in the preEcribed manner and one Government servant not be· 
low the rank of a Deputy Magistrate, nominated by the District Magistrate. 
Under section 117 (2) applications aga.i!:st valuation or ·assessment presented under 
section 116 are tci be heard and determined by a Committee consisting of not less 
than three Commissioners. Under sections 117 (3) the Committee constituted under 

· sub·sections (1) and (2) of sectiou 117 may pa.ss any order they deem fit and 
under section 117 (4) the d~cisions of such Committees are final. -

317. Under section 113 whenever it appears to the State Government the 
assessment made in any municipality or by an assessor_appointed under section 
37 is inequitible, the GJvernment may require the CJmmissioners to revise and 
amend such assessment. If the Commissioners fail to comply with such order 
or in the· opinion . of Government, the revised and amended assessment is in· 
sufficient or inequit~ble,l the Government ma.y .. require the Commissioners to 
appoint an assessor of municipal taxes. In that order ·:the Government shall 
fix the pay· of the assessor etc. Under sub-section (4) of section 113 the assessment 
made by an assessor so appointed shall rescind and take the place of the assessment 
which was held to be insufficient or inequitable. 

318. The same machinery as makes the original~ assessment is responsible 
for the periodical revision thereof. Under section 106 a new assessment list 
bas to be prep~~ored once in every five years. · 

.. l 

· 319. ·.Appeals. Once the assessment list is finalis~ after disposing of app
lications for' review -iu the ma.nner. i~ the prescribed in section 117, no other 
appe;1.l lies to any authority in respeet ef ass~ssme[tt or· valuation. 

ORISSA 
. 320. As the State of Orissa. was constituted from portions taken 

from the old composite province of Bihar and Orissa, the Madras Presidency 
and the Central Provinces and Bera.r, the levy of the property tax is regulated 
by the provisions of the • Bihar and Orissa Municipal Act, 1922,* in the dis
tricts of Cuttack, Puri and· Bala.sore, by the Madras District Municipa· 
lities Act, 192ot in the districts of Korapa.t and Ganiam and by 
the Sambalpur Local Self-Government Act in the district of Sambalpur. 
The provisions ·of these Acts have already been detailed in the portions of 
this chapter· dealing with the'States.:canc~rped ; the .Sa.mbalpur Act is on the 
basis of the Central Provinces Municipalities Act,' 1922 and will · he dealt with 
under, Madiiya Pradesh. No generel house tax is levied in the Samba.lpur 
Municipality, the main source of its income being octroi. 

321. Rate. The ra.te at which the property tax is a~ presen~ levied in 
the various municipalities in this State are given below:-

Cuttack · 7!% 
Puri 7!% 
Ba.la.sore 10% 

Ja.jpur 

Kendrapar~~o 
Berhampur 
Parlakimedi 

*Cuttack, Puri, Balasore, ] ajpur, Kendra para. 
t Berhampur, Parlakimedi. 
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8% 
5% 

(calculated for holding 
and lighting). 
(only on public and 
Government buildings) 
(-do-) 
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In J'aipur and Kendrapara. the holdiQg tax is ne-t levied on private properties 
but only on Government and public buildings ; instead a tax on persons 
is levied. 

322. The income from all property tax in Orissa. municipalities in the 
yeu 19!0-41 was Rs. 394,903 and it formed 85 per cent. of the total income 
from rates and taxes. The corresponding figures for 1946·47 are Rs. 445,751 
and 70 per cent. It will be observed that the figure for actual income for 
1946-47 has shown an appreciable increase over that for 1940·41, while the 
percentage figure records a fall. This i:l·due to the increase of income from other 
taxes in the meanwhile. 

323. Machinery of assessment. The Government of Orissa" have made 
the following remarks on this subject (in their memorandum to us):-

·'The assessment of all taxes, particularly property taxes, should 
be done by an independent agency. Under the Municipad Acts in 
force in this province,. Provincial Government have power to 
appoint assessors to undertake periodical revision of assessment. 
In municipalities in the ex·Madras area. there is provision for 
appointment of a Government Officer as the Commissioner of a Muni· 
cipality. A similar provision is being adopted in the unified 
municipal Bill which is under consideration of Government. The 
assessment of taxes will be conducted by the Executive Officers of 
the Municipalities who will receive a short course of training in a 
recognished institute, in accordance with a proposed scheme of tra_. 
ining under contemplation by Governmert." -

MADHYA PRADESH 

324. The property tax is levied by municipalities in . this State 
under clause (a) of sub-section (1) of. section 66 of the Central Provinces 
Municipal Act, 1922. It is not a compulsory tax. 0 The tax is levied on the 
owners of buildings or lands situ~te within a municipality with reference to the 
gross annual letting value of ths building::~ or lands. The tax is not levied by all 
municipal committees, noiable among the municipaliti~s which do not levy this tax 
is Jubbalpur which has not be:m raised t() ths status of a CQrporation. Of the 
37 municipalities th!l.t h!loVe sent in replies to the CJmmittee's questionnaire the 
tax is levied by the unlermsntioned 14 municipalities at the rates shown 

. against ea.ch :-
Burhanpur 
Gondia 
Khandwa 
Akot 
Arvi 
Digras 
Betul 
Hingha.ngha.t 
Khanga.on 
A kola 
Basim 
Manendragarh 
Durg 
Nagpur 
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6!% 
9~/8% 

6!% 
61% 
7!% 
7% 
61% 
61% 
9% 

3% ... 
6!% (subject to a 
maximum of Bs. 240) 
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325. The tax is not levied by tl~e majority of municipalities. Out of 107 
municipalities only 49 levy a house tax. Even where it is levied the rate does not 
exceed 10% in any single instance. Toe tax: was levied by only two munkipalties 
out of 51 in the Central Provinces and 24 out of 31 in Berar in the year 1943·44. 
The corresponding figures for 1939-40 are 3 in Central Provinces and "25 for 
Berar. It will be seen, therefore, that as in U.P. and Punjab property tax is not 
una of the chief sources of income in this State. -

326. Income The total income from all property taxes of municipalities in 
this St21ote in 1925-26 \\'as Rs. 142,113 and it formed 29.2% of the total taxation 
income. The corresponding figures for 1946-4 7 are Rs. 4 78,04,439 and 36.30%. 
There is an appreciable growth both in the size of the income from property taxes 
as well as in their importance. 

327. Exemptions. Under section 69 a municipality by resolution passed at 
a spacial ma3ting, may exempt in wh:>la or part from the paym3nt of any tax any 
person or class of persons or any property or description of property. Only in the 
case of muuicip3.lities which are indebted to GovarnmPnt are such resolutions 
regarding exemptions subject to the approval of Government. No details of the 
proporties exempted from the property tax are given in the Act. 

328. Remissions. The- Act does not contain . any provision fer ·vacancy 
remissions.· 

329. Basis of assessment. The basis assesment of the property tax is 
the "annual letting value". No definition of this term so far as buildings which 
are generally let is given in the Act. Only in the case of lands, the annual letting 

-value is deemed to be. the gross annual rental at which the lands may reasonably 
· be exp3cted to let. The Act deos not, therefore, make it clear whether the 

annual letting value of rented buildings is the "actual rent'' or a reasonable rent, 
which is a hypothetical tenant w,.mld, other thing:~ being equal, be expected to 
pay. But it is observed from the rules sanctioned by Government for the 

"Nagpur Municipality in Notification No. 9431·5256-M·XIII dated the 8th 
December, 1941 (which ar4l indentical \Vith those sanctioned for other municipali· 
ties) that . the annual value is deemed to be gross annual rental at which the 
building or land may, reasonably be expected to let. 

330. In the -case of buildings not erected for letting purposes and not 
• ordinarily let the annual letting value is deemed to be [under section 73 of tha Act] 
five par cent. of the aggre~ate sum obtained by adding (i) the estimated present cost 

·of erecting the building after deducting a reasonable amount of account of 
·depreciation to (ii) the estimated present value of the land valued as an occupied 
site. Machinery is excluded in the determination of the annual value. There is 
also a proviso to this section to the effect that if any building is occupied in sucb 
circumstances as to render a valuation of five par cent. unreason a bla, the 
municipal committee may, at its discretion, reduce the percentage accordingly. 

331. There have been complaints in some places that the Rent Control Acts, 
by stabilising house rents at a level existing in a. particular year have a deleterious 
effect on municipal income from property taxes. Though the actual rent has under 
the law nothing to do with 'reasonable' rent, which is the basis of assesment to 
municipal property tax and whicb is not within the. mischief of the Rent 0-mtrol 
Acts, yet, owivg to the inability of landlords to pass on any increases in property 
taxes to their tenants in the shape of increa:;ed rents, municipalities in other 

· States have not found it pJssibla to raise their rates of' proparty tue:; to a. 
satisfactory figure. However in this State section 11 of the C.P. aud Baru 
Regulation of :L3tting of AccurnmJd::~.tion Act, 19!6 p3rmits increas:B in Nut 
consequent on increases in municipal ta.xat!on. 
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332. Machinery for assessment. The Mu~icipal Act itself does not conta.in 
any specific mention. of a Secratary or ·Chief Executive Officer, . but the· bye·laws 
under the Act provide that the Secretary is the Chief Executive Officer. The 
executive and administrative power is vested in the President; the Executive officer 
or ~e?retary, w.herever such ~xist being only subordinate appointed by the 
mumCipal committee under section 25. The Act does not contain any provisions for 
the machinery o£ assessment. This bas been left to be ragulated by rules to be 
made by the Government uader section 71. We think that the Municipal Act in 
this State should, in .this respect, be brought into line with the Municipal Acts in 
other States and the power to make provision for them by rules framed by the 
Executive!Government witbdrawan. . 

. . 

333. Valuation and assessment are the responsibilities of the Committee 
(vide rules for House Ta.x in respect of the Nagpur .Municipality sanctioned in 
Government Notification No. 9431·5256-M-XIII- dated· the 8th December 1941). _ 
Under rule 5, the valuation has to be made by an officer specially appointed for 
the purpose by the Committee. Under rule 6, the Committee shall cause to 
be prepared on the 3lst · January of every third· year an assessment register. 
Under is rule 9 objections against the valuation or assessment c0ntained in the 
register have to be made within one month of the publication thereof. Under 
Rule 11 the Committee may delegate the power to hear and dispose of finally all 
such objections either to sub-committee or to one of its officers. 

334. A valuation once made rema.ins in force for three years. Re-valuation -
is to be· made in all the wa.rds of the municipality simultaneously. At ·any time 
during the currency of a valuation the committee bas got the power after giving due 
notice to the party affected to revise the valuation of any property for material 
alterations in the circumstances on whidh the valuation of any property was at the 
time of the general valuation based. 

335. Appeals. Under section 83 appeals against any assessment or valua.tion 
for any tax lie to the Deputy Commissioner of the distr.~t or such other officer &If 

is empowered by Government in this behalf. If, however, the Deputy Commissioner 
or the other authorised officer is or was when the tax was assessed a. member of 
the Committee, the appeal shall lie to tbe Commissioner. If during the hearing of 
the appeal, any question as to the liability to or the principle of assessment of a. 
tax a.rises, on which the officer hearing the a.ppel.l entertains re!Lsonable doubt, be 
may, either of his own motion or on the application of a person interested, make 
a. reference to the High Court for final decision. Under sub-section (3) of section 
83 the jurisdiction of Civil Courts in matters of taxation is barred. 

ASSAM 

336. The general property tax called a. 'tax on holdings' is levied 
by municipalities in Assam under clause (a) of sub-section (1) of section 59 of the· 
Assam Municipal Act, 1923. The tax is payable by owners on the a.nnual va.lue 
of their holdings situated within the municipality. A~ in other ~t~tes, t~e ta.~ i~ 
levied on both buildings and lands in accordance w1th the defimt10n of hold1_ng 
given in sub·section (10) of section 3, as bilow :-

"Holding mea.ns land held under one title or a.greement a.nd surroun· 
dad by or..e set of boundries, provided tba.t where two or more a.djoin· 
ing holdings form p!!.rt and parcel of the site or premises of & dwelli~ 
house, manufactory, warehouse, or place of trade or bussiness, sue? 
holdings iiball be deemed to be one holding for the purpose of th11 
Aet ." 

S37. No m!!.ximum or minimqm rates have been prescribed in the Act, 
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2. Karimganj 

3, Dhubri 

4. Shillong 

5, Goa.lpara 

6. G&uha.ti 

7. Ba.rpeta. 

8. Tezpur 

9. Nowgong 

10. Sibsa,;er 

11. Jorb&~ 

12. Golagha~ 

13. Dibruj&ra 

14. Tin11ukhiq, 

Hi. Hailakan~ 

16. Haflong 

17. Gauripur 

18. Pa.las ba.ri 

19. N&lba.ri 

20. Ma.nga.ld~~oi 

21. Nazira 

22. North Lakhimpur 
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cessive hardship to the person liable to pay the same, This is evidently on the 
analogy of the powers of municipalities to reduce the quantum of the capital 
cost to be taken for the purpose of determining the annual value is Uttar Pradesh 
and Punjab. We are not in favour of such discretionary power in individual cases. 
It would be better to prescribe a. progressive scale of taxa~ion instead. 

Under section 92, when any holding has been vacant for sixty or more con· 
secutive days in any year, the municipality bas to remit or refund, as the case may 
be, one·half of so much of the tax of that year as may be proportionate to the 
lilUmber of days, the holding was unoccupied. 

342. Basis of assessment. The basis of assessment to the general tax on 
holdings is the 'annual value'. In the case of holdings which are generally let, the 
annual value is taken under section 71 as the gross annual rent at which the hold· 
ing may reasonably be expected to let. The annual value of any building vesting 
in Government and of any other holding, the gross annual rent at which it may 
reasonably be expected to let cannot, in the opinion of ·the Board, be satisfactorily 
ascertained, is assumed to be such percentage of the cd~t of erection of the building 
or buildings on the holding as may be determined by the Board, with the approval 
of the State Government, in addition to a reasonable ground rent for the land 
comprised in the holding. The percentage may be fixed at differeat rates for 
different types of buildings and for different localities. In calculating the annnal 
value of any holding, any machinery and its foundation contained in the holding is 
not to be taken into account. The amount of municipal taxes paid by a tenant 
shall be excluded in ca.Iculating the' gross annual rent. There is a provision in 
the Act to the effect that where the a.nnua.l value of a. holding exceeds Rs. 7,500, 
the tax on the excess over Rs. 7,500 shall be leviable at one·fourth of the rate. 
We see no justification for this concession and suggest that it may be withdrawn. 

343. Machinery of assessmellt and revision, Under section 73 ~f the 
Act, the duty of preparing the assessment list is cast on the Board. Both the 
valuation list prepared under section 66 and the assessment list prepared under 
section 73 have to be published for objections. Every application for a. review of 
the assessment or valuation is to be heard and determined by a committee consist· 
ing of not more than five members or by a Government servant deputed by 
Government to whom the powers of the Board under section 89 are delegated .. The 
Chairman a.ud Vice-Chairman of the Board are ex·officio members of the Committee. 
The decision of this Committee or the officer empowered to hear euch·objections is 
final. Under section 91 the jurisdiction of civil courts in the matte~ of taxation is 
barred. 

344. Under section 77 (B),.whenever it appears to the State Government 
.that the valuation in a. municipality is insufficient a.nd excessive, the Governm~nt 
may require the Board to revise such valuation. If the Board fails to comply With 
such a. direction and the cause shown is inadequate or the revised valuation also is 
insufficient, excessive or inequitable, the Government may require the Board to 
appoint an assessor. The appointment and conditions of service, salary, etc. of such 
assessor are fixed by the Government. Applications for th~ review of .assessment 
under section 88 a.re heard and determined by the review committee of the 
municipality or an officer appointed by t\;l.e Government under section 89 {1). The 
decision of the review committee or the reviewing officer is final. 

345. A valuation once made cannot be revised within five years i nor left 
unrevised beyond five years without the sanction of the Government. At any 
time during the currency of a valuation, the Board may value and assess any 
holding which was una.uthorisedly omitted from the valuation list o7 w~ich bas 
become liable to valuation and assessment, subsequent to the publtcatton of a 
valuation liat. Ths Board may ali;o enhance the valua.tion and a.ssesliimEmt of any 
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holding which ma.y appear to have been insuff:ciently valued or assessed through 
mistake inadvertance or fraud ; and may revalue and reassess any holding, the 
value or' which has been increased by additions or alterations. The Government 
of Assam made the following observations on this subject in their memorandum to 
the Indian Statutory Commission :-

"Re-assessments from between 1920-21 and 1926-27 which were 
reported to have produced an increase of mora than Rs. 1,000 were :

Increase, 

Shillong 
Ditto 

Tezpur 
· Ditto 

Barpeta. 
Silchar 
Dhubri 
Now gong 
Dibrugarh 
Ka.rimganj 
Goal para 
Gauhati 
Jarhat 

Ditto 
Sylhet 
Habiganj 
Maulvi Ba~ar 

Rs. 
14,922 
26,772 
2,085 
1,695 
1,270 
5,205 
1,756 (including new water tax) 
1,060 
9,612 
1,640 
1,107 
5,709 
1,537. 
3,265 
5,201 
2,164 

.3,604 

There were 22 revisions of assessm::mt albogether. Nearly half 
the value of re-assessment occurred therefore in Shilbng, where it was 
made by Government officers. 

Any rate-payer can apply to the board for a review of his assess
ment. All such appeals are beard by a committee consisting of not 
more than five members of the board, the Chairman a.ud the Vice· 
Chairman b9ing ex-officio members. Experience has shown ~hat at 
present in Assam there is general reluctance on the~ part of municipal 
boards to insist on a. proper valuation and a. full assessment. In 
Sylhet, for examrle, an assessor was appointed whose valuation would 
have produced an increase in the rates of Rs. 2:3,154. After review 
by the Committee the increase of the assessment was reduced to 
Rs. 4,597. No advantage bas been taken of the . procedure offered by 
section 89 of the Act under which on the request of the board an 
officer of Government can be appointed to deal with appeals against 
taxation. The result of this is that the municipal incoma, which-under' 
ordinary circumstances would be insufficionf to meet modern require· 
ments, is in the case of most boards btally inadequate and requests 
for Government assistance are frequent." 

The position has not improved much since tbiln as \Vill be obvious from the 
following extra.cts from the memorandum, of the Government of Assam to this 
Committee:-

"It is no use ta.lking of improving the finance; of Loca.l Bodies
unless the position a.bout. a.ssassment and collection of ta.xes is also 
considered. The present method of assessment is not satisfactory. 
The assessor should invariably ba appointed by Government. He 
should he au officer of considerable experience, independent in jud"e· 
ment anrl free from influence or bias." "' 
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CHAPTER Vt 
PROPERTY TAXES-SERVICE TAXES 

346. · In addition to the gen::~ral property tax on immovea.ble property assess• 
ed on the annual value, there are a. few taxes leviecl by municipalities and assessed, 
like general property tax, on the annual value of immoveable property within 
municipal limits, which can, for facility of refetence, be called by the generic term 
"service taxes" because they are levied by municipalities as ch&rged for specific 
services rendered to the inhabitants. These service taxes faJI under the following 
hel.ds :- · · ' 

(1) Water rate levied for the provision of water supply to the inhabitants 
of a town. · ~ · 

(2) Lighting rate levied to meet the cost o'f. lighting the public streets 
and highways in a. town. This is a tax for a service rendered 
collectively to the citizens qua citizens and not as individuals for . 
the provision of domestic lighting. Wherever the municipalities 
supply electric energy for demestic lighting, the charges are recover· 
ed on a Clmmercia.l basis in the the shape of so many a.nnas per 
unit of elertric energy consumed. This has to. be distinguished 
from the water rate in that the latter can be levied both in the form 
of a general water rate irrespective' of the fact whether a particular· 
holding is connected specially for supply of wate; or not and in the 
form of a. charge based on the size of the ferrule or on the quantity 
of water consumed. ,. · 

(31 Drainage rate, also cailed general sanitary cess in Bombay or conser· 
vancy rate in Madras, .levied for the purpose of providing public 
drains and sewers and their regular cleansing and maintenance, 
This js similar to the ~ighting rate in th:~.if it is a charga c::lllectively 
on all owners of immove.ible property and not on pa.rticulcLr indi· 
vidual making ufe of the service in question; 

(4) Latrine rate, also designs.ted "special sanitary cess" in Bombay 
ar:d "scavenging tax" in Madras, levied on all holdings, which have 
latrines or cess for the cleansing of which the municipality makes 
arrangement. 

This has to be distinguished from the lighting and drainage rate in that 
it is a. charge for specific services rendered thereto 

347. In addition to the four taxes mentioned above; there is another tax, 
called a Fire tax, levied at a. percentaga of the rateable value of properties in the 
city of Bombay. The tax is levied at i% but occupies an insignificant place in the 
category of municipal taxes. 

348. The law and practice relating to the levy of the service taxes in each 
State is given belw. 

I-Waier Rate 

349. Madras. The water and dra.in:~,ge tu is a. O::lmposite tax that is per· 
rnitted to be l~vied iu tho City of Madras by the Ma.dra.s City Municipal Act, 1919 
under sectirm 98 (4) roJ.d \;ith section 99 (1) ''for the purpose of defraying the 
expauses connected with the water and. draina.J3 systems of the City". The Council 
has to dt>clare wha.~ propJrtion of tax iil relateable to the provision of water a.nd 
the remainder is assumed to be in respect of draiu&ge. 
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The water tax is at present levied in Madras City at ll% of the annual value 
of houses. In addition there is provision in the Act for levying a special charge, 
when water is consumed in excess of a. specified quantity. Water supplied for non
domestic consumption can be charged at such rates as the Standing Committee 
may :fix. 

350. The Madras Corporation has to maintain under the statutory rules 
separate acccunts for receipts and charges in connection with water supply. . Below 
is . an extract from the Administration Report of the Madras CorporatiOn for 
1947-48. 

RECEIPTS EXPENDITURE 

194;-48 1 1946-47 1945-46 11947-48 11946·47 11945-46 

Normal 
Capital 

1,777,363 

(1) GrantH 
from Govts. 595,138 

(2) LJans 
from Govt. 1,250,000 

Total Capital 1,845,138 

Grand Total 3,622,501 

I 
1,868,974 2,065,2$6 1,583,424 1,388, 79!(' 276.77 

358,453 20,127 - -
I 

-

1,013,700 77,400 - - I -
1,372,153 97,527 1,904,899 1,223,839 571,366 

3,242,127 2,162,803 3,489,323 2,613,633 1,848,142 

It will be observed from the above figures that the receipts have always ex
ceeded the expenditure in t~e aggregate. 

351: In Madras District Municipalities the provisions of the Act are similar 
to those of the Madras City Municipal Act. The water tax is also levied on non· 
agricultura.l a~:~ well as agricultural lands which derive benefit from the Municipal 
water supply in the city arid in the mofussil. The rate have already been indi· 
cated in the chapter on property tax {general). 

352. Unlike the City Municipal Act then is no provision in the 
Madras District Municipalities ·Act for the maintenance of separate 
accounts for water supply, but the maintenance of such accounts is enforced by 
executive orders. The Government of Madras have issued orders to the effect that 
"no Municipal Councillwhicl::t levies a water and drainage tax or lighting tax, shall, 
without the previous sanction of the Government, spend annually more th9.n Rs.2,000 
out of its general revenues towards the expenditure debitable to the water and 
drainage account or the lighting account." When applications for sanction for 
transfer of amounts in excess of Rs. 2,0CO from the general revenues to the 
special accounts are received or when budge~~ of municipal councils are reviewed 
by Government, the need for making the special service self-supporting is pointed 
out to the mt,nicipalities concerned and they are advised to raise the rates of special 
taxes or re-adjust the several components of the property tax to make the speeial 
accom;ts !!elf-supporting. · 

352. Out of the 91 municipalities in Madras, the water tax is levied in 
75 at present. An extract from the subsidiary accounts relating to water supply 
is given below for 1948-49. 
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D. Water supply and Drainage account. 
l. Water supply 

Receipts ordinary 
(i) W a.ter tax 
(ii) Other 

Rs. 2,715,085 
958,914 

------
R ereipts Capital 

Total Receipts ordinary Rs. 3,773,999 

Rs. 1,365,637 
914,500 
224,476 

lhpenditvrt 

(i) Grants from Govt. 
(ii) Loans ' 

(ill) Others 

Total Receipts Capita.! 

Ordinary 
Capita.! 

Tota.l ~eceipts 

----
Rs. 2,494,613 
--....---

Rs. 6,268,612 -...-----
Rs. 2,703,895 
R~- 2,359,371 ---

Total Expenditure · Rs. 5,063,266 
------

The £cures given above show an appreciable excess of receipts over expendi· 
ture. It will further be seen that generous grants-in·aid and loans are given by 
the Goyernment of Madras for capital expenditure in connection with water supply 
to the Madras City Corporation as we:tJ as to mufussil municipalities. 

353. Bombay, Unlike the pr~vision in the Madras City Munioipa~ ·Act, 
the City of Bombay Municipal Act lays down that a water tax shall be levied by 
the Corporation. The Act does not lay down any maximum or minimum rate. It 
states merely that "a water tax of so many per cent.., of their rateable values as 
the Corporation shall deem reasonable for providing a water supply for the city" 
shall be lovied (section 140). Before 1947, the provision in the section was "with 
reference to the expenses of" instead of ''for". The genesis of this amendment is 
given in the following extract from the Report of the: Bombay 1\fu'nicipal Finance 
Committee 1948 :-

"17. The Mills which were charged at the rate of Rs. 1·8-0 per 
thousand gallons in 1946-4 7 £led a suit against the Corporation con· 
tending that the charge3 levied should have some relation to the cost 
of providing the water. As the Corporation was legally advised that. 
this contention of the Mills had some substance a compromise was 
arrived at by which the old rate of Rs. 1·1·0 was restored, the reduc· 
ed rate remain in force till the end of 1949·50. This bas resulted in 
a fall of about Rs. 13 lakbs in the revenue from this source. The 
Municipal Act has now been amended so that with effect from the 
year 1950·51 the municipality will be able to charge at higher ra.tes 
again." "' 

Under Section 169 the Corporation may, instead of levying the water 
tax, charge in respect of any premises for the water supplied to such premises by 
measure~pent at such rate as may be fixed by the Standing Committee. . 

354. It is observed from the Municipal Chief Auditor's report as well as 
the Administration Report of the Corporation that separate accounts are maintai· 
ned in respect of each of the eervioes. The Administra.tion Re_port gives both 
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receipts and cha.rges account a.s well as a commercial assets and liabilities account 
in respect of the services. An extract from the accounts relating to water supply 
is given below :-

INCO.UE 
EXPENDITURE 

1948-49 

13,436,995 
10,095,001 

1947-48 
13,665,062 
8, 539,873 

The Corporation has incurred up to the 31st March, 1949 an aggregat" 
capital expenditure of Rs. 109,048,079 of which a sum of Rs. 4,031,394 relates 
to the expenditure during 1948-49. Of the figures of income shown, 91% repre· 
sent the inoome from water-tax and rents froin meters. The figures of income and 
expenditure show an excess of receipts over expenditure. 

The provisiop.s relating to the levy of the water-tax in the Bombay Provinicial 
Munici,pal Corporatiofl Act, 1950 [under which the Municipal Boroughs of Poona. 
and Ahmedabad have been constituted into <?ity Corporations] are identical with 
those of the City of Bombay Municipal Act, 1888. 

365. In Bombay Municipal Boroughs Act the provision regarding the levy 
of the water rate runs as follows :-

"73 X X X X 

a municipality may impose x x x 
· (x) ~ general water 'rate or a. special water~rate or both for water 

supplied by the Municipaity, which may be imposed in the form of 
a rate assessed on buildings and lands or in any other form, including 
that of charges for water-supply, fixed in such mode or modes as shall 
be best adapted to the varying circumstances of any class of cases or 
of any individual case." 

While in Municipal Boroughs, both a general water rate and a special water 
rate can be imposed at the same time in district municipalities this is not the 
case. The provision in the< District Municipal Act is that either a general water 
rate or a special rate (but not both).cau be imposed. · 

356. The Government of Bombay have made the following remarks on the 
levy of service taxes by Municipalities in BJmbay :-

''The levy of these depend on the particula.r services provided by 
the municipalities and the incidence is bound to vary in accordance 
with variations in the standards observed by different municipalities. 
The Kale Committee has not made any specific recommendation in 
regard to these taxes. Several municipalities ara reluctant to levy 
these taxes at adequate rates so as to provide the requisite income to 
covet the full cost of the service rendered. Government insists on 
adequate rates baing imposed for the purpose when assistance or 
sanction is sought to water supply and drainage schemes of local bodies." 

The departmental committee presided over by Mr. D. R 
Pradhan, I.C.S., has made the following observations in this re3pect :-

< 
"We recommend tha.t Government should insist that speci&l 

services like special conservancy and special arrangements for supply 
of water in buildings should be m11.de self-supporting and that the 
rates of the special water rat~ and the special sanitary cess should be 
so fixed as to cover the full cos~ of these services. \Va would take 
this opportunity to su~est that the Bombay District Municipal Act, 
1901 should be amended so that it may be'brought into line with 
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the Bombay Municipal Boroughs Act, 1925, in regard to the levy 
of both general water r..ate and special water rate. There should be 
no exemption from the general water rate when a special water rate 
is levied. 

As recommended by this Committee the municipalities in this 
State have been advised to make the special sanitary service and 
special arrangement for supply of water self·rmpporting." 

357. An extract from the Statistical Appendix to the review on the 
administration of Municipalities in Bombay by Government for the year 1944-45, 
relating to receipts and charges under the head 'water supply' is given balow;-

Income Rs. 1,938,851 
Expenditure 

Capital 
Current 

Total expenditure 

Balance: 

Rs. 502,009 
Rs. 2,258,638 

Rs. 2,760,647 

Rs. 2,178,204 

The figures show an excess of income over expenditure. 
358. In reply to a specific query on the point whether there is generally 

such an excess of income over expenditure in each municipality, ~the Examiner 
of Local Fund Accounts states as follows:-

Name of 

"Regarding water cas§'; a statement of proforma account showing the 
self-sufficiency or otherw,isa of the cess is appended to the Audit 
Notes of local bodies ~>oncerned and the advisability of increasing 
the rates, wherever necessary, to make the service self·supporting 
is impressed on the lcca.l bodies concerned. A statement of muni· 
cipalities where this service was not sqJf-supporting is also en· 
closed. 

1945-46 1946~47 1947-48 
Municipality I ---------, ----

Expenditure Income Expenditure! Income Income Expen• 
· diture 

! 

Jejuri 267 1,388 I ... 634 22 • 601· I 
Poona 2,80,768 2,97,078 

I 
2,87,11 356,001 ... ... 

Thana 49,967 81,336 ... ... ... ... 
Kapadwa.nj ... ... I 44,416 79,819 ... . .. 
Sirur I 2,823 5,878 4,280 5,772 ... . .. 
Ahmedna.ga.r ... . .. ... ... 78,000 107,500 
Borsad ... ... ... ... 22,027 22,908" 

I ! .. 
359. West Benglll. Water rate is levied by municipalitie3 -in West 

Bengal under clause (a) of sub-section (1) of Section 123 of the Bengal Munici· 
pal Act, 1932. Under section 125 the levy of the cate is subject to the 
undeJmentioned restrictions :- . 

(1) It should be imposed only on holdings within au area for the 
supply of water to which·scheme involving the laying of pipes etc, 
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bas been sanctioned by Governments. It can be imposed even 
if other arrangements for supplying water are made. 

(2} It shouid not be impoEed on lands used exclusively for the pur
pose of agriculture or on any holding no part of which is within 
a specified radius from the nearest standpipe or other source 
of supply of water. - ' 

. (3} It should not be levied until a supply of water baa actually been 
provided in the area to be supplied. 

A maximum rata 7t% is Ja.id down for th8 wa.ter rate. The Act also 
provides for the fixation of different rates .in respech of holdings to which comm· 
unication pipes a.re attached (in which ease ths rates may be higher} and in 
respect of premises not ha.vin_g such facilities. _ 

360: Under _,section 111 all monies received or recovered whether as 
taxes or for the execution of works or in any respect rela.ting to the w&ter· 
supply system shall, after deduction of the proportionate share of the cost of · 
collection, supervision, etc. be spent on providing, extending or maintaining the 

. water·supply. The Government of West Bengal have stated that while they have 
not ·issued any directions to local bodies to the effect that ~he Eervices should be 
self-supporting the intention of section 11 seems to be so. The Government 
have, however, stated that in actual practice, it has not been possible to i:naka 
these services self-supporting. 

361. The water rate is at preser.t levied by 28 out of the 75 municipalities 
in the State. An extract from the accounts showing the income and expendi· 
ture in this account is shown below :- · 

(1} 

{2) 

, -
Income from water ra.ta percentage of Col. 3 to 

tota.l a.verajla income. 
-----------
1946·47 1947-48 Average ___ .-..,..._ ____ _ 
895~868 1,057,003 976,435 

1946·47 1947,48 Average 

Capital 
outlay 46,339 46,252 !9,~SI5 

Establish-
ment etc. 596,692 724,301 655,496 

7.! 

Percentage of Col. 4: 
. to total & verage ex· 

penditnre. 

Total e~enditure _633,031 770,553 701,791 8.7 

362. In the city of Calcutta. anc,l in the municipality of Howrah, a con
solidated rata is levied in Iiau of separate service_ rates for water, drainage, 
lighting aild conservancy. · 

· 363. Uttar P.ndesh. The water rate is lavied by municipalities in Uttar 
Pradesh under c!:1nse (x) of sub-aecti·Jn {1) of section 128 of the U. P. Munici
palities Act, 191G. Undar section 129, the water tax is not levia.hle·on land used 
exclusively for purposes of agriculture or in certain radius of the nearest stand
pipe. ~rthar~ theta~ can be imposed solely with the object of defraying th~ 
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expense~ . connected with the construction, maintentance extension of improvement 
of muniCipal water·works. All monies received in respect of water-supply have 
to be spent thereon: The Government have not issued any directions to the 
municipalities to make this service self-supporting. No statutory maximum rates 
have. ~ee?. fi.xe.d. The water rate is at present levied only by ~1 out of 88 
mumc1paht1es m the State. The rates vary from 2}% in Ha.thra.s to 12!% 
!n Ghazipur, of the annual rental value. The water tax can be levied both 
In the form of a percentage on the rateable value of holidings and ' in the 
form of a specified charge according to the quantity of water supplied. It is 
a.ctually levied in both forms in several places. 

. 364. The Government of Utta:t Pradesh have made the following obser· 
:va.t10ns regarding water tax in their memorandum to the Committee :-

''Water Tax: Water. tax being of the nature of a service tax is 
only to be levied by municipal boards . having .water-works and its 
proceeds have to be co-related with, and earmarked for, the ex· 
penditure on the water-supply arrangements alone, under section 
130 of the Municipalities Act. Thus, water tax cannot be resorted 
to a.s a. general source of income nor can be imposed by any board 
having no water·supply. The rates of tax in various municipalities 
range between 3i% a.nd _lli% on the annual rental value of build· 
ings or lands taxes. and the exemption limit ranges from Rs. 15 
per' a.nnum toRs. 96 per annum. The tax is levied in 21 munici~ 

- palities, a.nd its total yield for the years 1945-46 and 1946·47 .was 
Rs. 37 lakhs and 29 lakhs respectively which means an average of 
about 7% of the total annual income of all municipalities." . 

365. Punjab. Wate; tax is · not .specifically mentioned in the Punjab 
Municipal Act, 1911, a.s one of··· the taxes that may be levied. It· is· 
evidently being levied under the general power conferred on municipalities 
under sub-section (2) of section . 6 L to lt,}vy any tax, which the State Legis
lature bas power to levy •. Under section 96 a municipal committee may, cand 
when so directed by the State Government shalf. provide the local area 
with a· supply of wrter. No statistics are available regarding the number of 
municipalities which levy this tax in this S~ate. The Examiner, Local Fund 
Accoun.tants, Punjab, bas stated : · . 

· "The water works and Water Tax Departments are gi3nerally sel£· 
supporting in all municipal committees because the water rate 
recovered by them usually covers the cost of these departments". 

Water tax in 1947-48 amounted toRs. 4,18,191. The total expenditure on-
water supply was Rs. 6,03,774. · 

366. Bihar. Water tax is levied by municipalities in Bihar under clause 
(c) of sub-section (1) of section 82 of the Bihar and Orissa Municipal Act, 1922. 
The levy of water tax is subject to the same restrictions as in Bengal. It is la.id 
down in section 85 (1) (d) that, in fixing the rate at which the tax is to be imposed, 
regard should be bad to the principle that the total net proceeds of the ta.x,, 
together with the estimated income f;rom payments for water supplied ·under 
special contract, shall not exceed the amount required for making, extendingr or 
maintaining the water-supply syatem together with a.n amount sufficient to meet 
the proportionate cost of collection and supervision and the repayment of, and 
payment o£ interest on, any Joan incurred in connection with any such supply. 
A maximum of 7!% of the annua.l value is. prescribed -for the water tax. 
A provision simila.r to that in section 69 of the Beng&l Act, namely, that receipts, 
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under the bead ''Water supply" are to be spent entirely on the water supply 
system and no portion thereof should be diverted to other objects, The Govern· 
inent have not issued auy specific direction to local bodies to make these 
servicea self-suppJrting. They \have, however, sta~ej that the intention of the 
tltatutory restriction detailed above is such. 

367. An extract from the annual statement on the working of municipalitiea 
in Bihar fot 1943-44: issued by the State Government relating to water supply is 
gi van below t-

Income Rs. 4,26,04:7 
Expenditure Rs. 5,27,904 

1t will be observed that there is actua.Uy deficit in the wa.ter supply 
a.ccotnnt. 

368. Orissa... As has been stated elsewhere, North Orissa is governed 
by the Bihar and Orissa Municipamies Act, 1922 and South Orissa by the Madras 
District Municipalities Act, 1920. The provisions in these Acts relating to the 
water rate have already been dealt with in the respective State sections. · In the 
new unified Orissa Municipal Bill 1950, which is now on the legislative anvil, 
the provisions of the Bihar Act have been adopted. The Government of Orissa. 
have stated that they have not given any specific direction to local bodies to 
make these serviees self-supporting. However, it is observed from a note of the 
Examiner of LJcal Fund Accounts, Orissa that a water tax is at present levied only 
by the Berhampur Municipality and there the service is self-supporting. 

369. Madhya Pradesh, Water tax levied by Municipamies in Madhya 
Pradesh under clause (k) of sub-section (1) of Section 66 of the Central Provinces 
a.nd Berar Municipalities Act, 1922. No statutory maximum rate is laid down. There 

• are no statutory restrictions on the levy of the water tax similar to those contained 
in the Bengal and Bihar Acts. The State Government have stated that instruc
tions have in the past been issued impressing on local bodies the desirabitity of 
making their services self-supporting, if necessary by resorting to direct taxation. 
The results achieveP, have• not been spectacular, though the majority of municipal 
committees have kept their water supply expediture within their incJme from the 
tax. The Government add : 

. 

"The Committeea are taking action to enhance the rates of taxes 
includ~ng water rate and conservancy tax. The Provincial Government, 
therefore, feel that their result will be reflected in ·additional income 
in the immediate future and it is likely that the services will be self· 
supporting" • 

370. The Examiner of L'Jcal Fund Accounts, ·Madhya Pradesh has stated 
that in 194 7-48 the water supply account was not self-supporting in 
one municipality. He has added that the services which are not self· 
supporting are invariably commented upon in the Audit R~ports issued to local 
bodies with a view to enable them to take expeditious action to make them self· 
supporting. 

371. The income and expenditure under this head for 1943-44 are given 
below:- • 

Income 
Expenditure 

Water tax 
Capital 

Recurring 
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Rs. 12,55,671 
Rs. 2, 7 4,890 
Rs, 8,6i,031 
---------. 
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372. Assam. Water tax is levied by municipalities in Aseam under clause 
(1} of sub-section (1) of section 59 of the Assam Municipal Act, 1923. The levy of 
the tax is subject to the same eta.tntory restrictions as are contained in the Bihar 
Act with the exception that no stdutory maximum rate has been preEcribed. The 
Government of Assam have not issued any special instructions to municipalities 
that these services should be self-supporting. The Examiner of Local Fund 
Accunts bas stated that where these services are not seiC-supporting the fact 
is brought to the notice of the local bodies concerned as well as Government. 

373. The figures of income and expenditure of municipalities in Assam under 
thia head for 1945-46 are given below :-

Income 
Expenditure :
Capital 
Recurring 

Rs. 209,303 

Rs.10,499 
.. 250,463 

----...-
Rs.260,962 · 

There is a deficit of Rs. 50,000 in the water supply account. 
11-Lighting•rate . 

37 4. Madras. A lighting tax is levied by the the Madras Corporation under 
,;action 98 (a.) read with section 99 (1) (i) of the Madras City Municipal Act, 1919. 
Though no statutory maximum rate is prescribed for this tax, under section 98 
the rates of all the taxes on property together cannot exceed 20% of the annual 
value. The lighting tax: is at present levied in Madras City a.t H%. Under 
statutory rules the Commissioner is . required to maintain a separate account for 
lighting. ..• 

375. An extract from the lighting account of the Corporation for '1947·48 
is given below:_ 

Receipls-nonnal 
(1) Lighting tax 
(2) Other rE!ceipts 

Capital loans 

Total receipts 

Expenditure-normal 
Non-recurring 
Capital 

Tutal Expenditure 
.. 

Rs. 633,104 
Rs. 14,819 

Rs. 647,923 

Rs. 100,000 

Rs. 747,923 

Rs. 825,646 
Rs. 19,731 

5,461 

Rs. 859,538 

The lit,hting services is not self-supporting in Madras City. 

376. A lighting tax is levied by mu'nicipalities in Madras under section 78 
(1) (a} of the Madras District Municipalities Act, 1920, read with section 81 (1) 
(i), No maximum rate is prescribed and there are no restrictions on the levy of the 
tax. The restriction on spending annually m1re than Rs, 2,000 out of general funds 
on lighting without the sanction of the Government are similar to those obtaining 
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in res.pe~t of water rate, and when applications for such sanction are received 
the need for making the special account selC-supporting is impressed upon the 
municipalities. Qut of 91 municipalities in the State,- a. lighting tax is at present 
levied in 64. · " · . 

377. The figures of receipts and charges under 'lighting' fo?: 1948-49 of 
municipalities in· Madras ar~ given below :-

Receipts: (1) Lighting tax Rs. 923,078 
(2) Contribution from 

general alloW$nce Rs. 14 7,140 
(3) Other receipts Rs. 7,499 

Receipts : 

Expenditure: 

Capital Loans 
Other 

Total Receipts 

Ordinary 
Capital 

There is an excess of receipts over expenditure. 

Rs. 1,062,719 

Rs. 1,983 
Rs. 32,2!2 

Rs. 34,225 

Rs. 1,096,944 

Rs. 970,834 
Rs. 20,959 

Rs. i,coo, 793 

378. Bombay. In the City of Bombay Municipal Act, 1888, there is no 
provision for a. lighting tax or rate even though under sectiou 61(2) of the Act, the 
lighting of public streets is one of the obligatory functions of the Corporation. The 
expenditure on lighting icr: met from the g3neral funds of the Corporation. Like· 
wise, there is no provision for the levy of a lighting tax in the Bombay_ Provincial 
Municipal Corporations Act, 1950. 11 

379. There is, however, provisions for the levy of a lighting tax both in the 
Bombay Municipal Boroughs Act, 1925 (section 7S (XV) and the.Bombay District 
Municipal Act, 1901 (section 59(a)(ix). 

380. A lighting tax was levied in 1944-45 in 27 municip~lities out of 131. 
The figures of income and expenditure under this head for 1944-45 are given 
below :-

Income 
Expenditure _ 

Deficit 

Rs. 3,14,300 
Rs. 11,23,956 

Rs. 8,09,656 
-----

It will be observed that there wa~ an overall deficit under this head of Rs. 
8,09,656. 

381. West Bengal. As already observed, the Corporatin of Calcutta does 
· not levy any separate sefvice tax _ but only a ccmsolidated rate. 

382. In mofussil municipalities in West Bengal a lighting rate is levied 
·under clause (1) of sub-section (1) of section 123- of ·the Bengal Municipal Act, 
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1932. Under section 125 the imposition of the lighting rates is subject to the 
following restrictions :-

(1) The rate should be imposed only on holdings within an area. for 
- the lighting of which a scheme has been sanctioned by the Govern: 
ment. · 

(2) The rate should no~ be imrosed on lands used exclusively for pur·, 
poses of the agriculture. 

(3) The rate should not exceed three per cent. of the annual value. 
(4) The rate should not be imposed until arrangements for lighting the 

lamps in the area. have been completed. 
383. A lighting ta.x is &t present levied in 26 municipalities out of 76. In 

the rema.inder, no tax is levied because no lighting service is provided. The figures 
of income and expenditure under this head for 19.46-47 and 1948·49 a.re given 
below:- · 

Income 1946·47 1948·49 Average 
income. 

Rs. Rs. Rs. 
r~ighting tax 3,06,919 3,88,367 3,47,643 

Expenditure 

Percentage of 
Col. 4 to total 
average annual 
income. 

2.6 
Percentage 

. 
of 

Col. 4 to total 
average annual 
expenditue 

Lighting 4,45,109 7,86,901 6,16,005 4. 7 
· It will be observed that the deficits in t,he lighting account are large. 

384. Uttar Pradesh. There is ~o specific provision in the U.P; Mu~icipalities •. 
Act 1916 for the levy of a lighting tax but ther~ is a general provision permitting 
the levy of any tax which the State can impose, with the sanction of Gdvernment •. 
Under this provision, the Municipal Boards of Musso.Jrie, Meerut, Khurja. and. 
Muza.ffarnaga.r, who have their own electric supply undertaking, charge a general 
lighting rate to defray expenses of lighting the public streets. 

385. Punjab. The statutory position in Punjab is similar to that in Uttar 
Pradesh. There is'no provision in the Punjab Municipalities Act, 1911, for the 
levy of a lighting tax. • · · 

386. Bihar. A lighting tax is levied by municipalities in Bihar under clause (d) 
of sub-section (1) of section 82 of the Bihar and Orissa. Municipal Act, 1922. The 
imposition of the lighting ta.x is subject to the same restrictions as in the case of 
the water rate. Under section 85, a maximum of 3% is prescribed in the Act. As 
regards the disposal of the proceeds of the tax, section 69 prohibits the diversion 
of such proceeds to objects other than those connected with the lighting system. 

387. In 1943-44 the lighting tax was levied only by 2 out of 57 Muni· 
cipalities and Notified ArEia Committees in the State. The income was Re. 6,036. 
Figures for expenditure for that year.are not available but the total expenditure 
on lighting of all municipalities in 1944·45 was Rs. 193,202. 

388. Orissa. Though a lighting ~ax can be levied by all municipalities in 
Orissa. (in North Orissa under the Bihar and Orissa Municipal Act, 1922 and in 
South Orissa. under the 1\r<\dra.s District Municipalities Act, 1920) no such tax is 
a.t present levied by o.uy municipality. We have only been supplied with 
figures for 1940·41 when an expenditure of Rs. 66,478 wa.s incurred on lighting. 
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389. Madhya Pradesh. The lighting rate is levied by municipalities in 
Madhya Pradesh under clause (1} of section 66 of the C.P. Municipalities Act, 1922. 
The only restriction on the imposition of this tax is that it may be imposed only 
where the lighting of public streets is undertaken by t.he municip&lity. The light· 
ingrate is levied only by a. very few municipalities in this State. 

390. Assam. A lighting tax is levied by municipalities in Assam under 
clause (d) of sub-section (1) of sectien 59 of the Assam Municipal Act, 1923. The 
imposition of the tax is subject to restrictions similar to those which apply in the 
case of the water tax. 

391. The tax is levied by only 3 municipalities in 194:5·46 out of a. total of 
of 28 municipalities and town committees even though expenditure on the lighting 

·of public streets were incurred by 18 municipalities. The figures of income 
and expenditure for 1945-46 under this hoad are given below :-

Income Rs. 44,632 
Expenditure Rs. 88,936 

DI-Drainage Rate 
392. Madras. As already observed, the water and drainage tax is a compoo 

site tax that is permitted to be levied in the City of Madras by the Madras City 
Municipal Act, 1919 under section 98(4) read with section 99(1) ''for the purpose 
of defraying the expenses connected with the water and drainage system~ of the 
City". The d:r;a.inage rate is at present levied at 2% of the annual value. 

393. An extract from the drainage account for 194 7-48 is given below :-

;Receipts-normal 
(1) Drainage tax 

' Capital 

(2) Miscellaneous receipts 
less rupees (•) 

(1) Government grants 
(2) Government loans 

Total receipts. 

Expenditure-normal 
Non-recurring 

· Capital 

Rs. 13,07,788 

Rs. 5,749 

Rs. 13,02,038 
--·---

Rs. 2,50,000 
Rs. 6,00,000 

Rs. 8,50,000 

Rs. 21,52,638 

Rs. 19,01,744 
Rs. 81,447 
Rs. 12,99,935 

Rs. 32,83,126 

As in the lighting account, there is a larg~ deficit in the drainage account also in 
Madras. 

394. The provisions in the Madras District Municipalities Act rega.rding 
the levy of the drainage tax are similar to those in the City Municipal Act. The 
drainage ta.x is at present levied by 60 municipalities. An extract from the a.ccount 
for 1948-49 is given over.eaf :-
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Recei pta-ordinary. 

(1) Dra.inage Tax 
(2) Government Grants 
(3) Ocher receipts 

Contribution from general account. 

Recei pts-ca.pital. 

(1) Loans 
(2) Government Grants 
(3) Contributions from General Account 
(4) Other receipts 

Expenditure. 
Ordinary 
Capital 

Total:-

Total:-

Rs. 12,60,044 
Rs. 19,297 
Rs. 2,17,099 

Rs. 14,99,440 

:Rs. 6,67,517 

Rs. 2,12,050 
Rs. 2,63,808 
Rs. 96,679 
Rs. 16,360 

Rs; 5,88,897 

Rs. 27,55,854 

Rs. 15,05,896 
Rs. 30,21,628 

Rs. 45,27,524 

It ~will be seen that there is a. deficit·• 
municipalities also. 

the drainage a.ccaunt in the district 

395. In addition there is provision in the Madras District MuniCipalities 
Act, 1920 for the levy of a. scavenging tax "to provide fer expanses connected with 
the removal of rubbish, filth or the c11.rcasses of animals from private premises." 
It is not known in how many municipalities this tax is levied, as figure3 of income 
and expenditure under this head are not included in the printed statement of 
accounts of municipalities. · 

396. Bombay. There is no provision either in the City of Bombay 
Municipal Act, 1888 or in the Bombay Provincial Municipal Corporations Act, 1950 
for the levy of a. drainage rate. There is provision for the levy of a. drainage rate 
in the Bombay Municipal Boroughs Act, 1925 [section 73 (XII)] but not in the 
Bombay District Municipal Act, 1901. Only five municipalities levy this rate. 

397. The figures of income and expenditure under this head for 1944·45 in 
respect of municipalities in Bombay are given below:-

Receipts. 

Drainage tax 

Expenditure. 
Capital 
Recurring 

Total:-

It will be seen tha,t there is ~ surplus in the drainage aceJunt, 

129 

Rs. 10,23,033 

Rs. 2,83,356 
Rs. 5,43,170 

Rs. 8,26,526 



393 West Bengal. There i3 no provision for the levy ~fa. drainaga rate. 
Inste:Jod, ~ndar clause (d) of sub-section (1) of section ;23 o~ the Bengal Municip!lol 
Act 1932, a. composite tax, c!l.lled a. cousel'va.ncy ra.te ts levted to meet the cost not 
o.ol~ of cle!l.ning and maintaining the dre;ins but t~tJ· cost of the specifi~ service 
rendered to holdings, such as the clea.nstog of Ia.trtnes as well as sweepmg a.nd 
wa.teriog the streets. Under section 126 the rat~ is not leviable at more than 
seven per cent on the . a.n~ua.l v.lue of a.ny holdmg. '!he service is not self· 
aupporLing in any munio1pa.hty. 

S99. The figures of income a.od expenditure und,r thi1 head for two rooenb 
yn.rs a.re given below:-

Income. 
1946-U 

Rs. 
Conserva.ncy 
(including sc&Tengiog) 16,06,902 

Expenditure. 
1946-47 

Ill (b) Drainag'-. 
(1) Ca.pital outll.y 
(2) Recurring 

39,504 
586,692 

38,65,282 (3) Conserv~~oncy 

19,7-,8 

Rs. 

18,7'7,899 

19,8-49 

51,971 
7,24,301 

51,69,679 

Average Pereent&ge on 
ineome &vera.ga income 

Rs. 

Avenge 
expenditure 

4:8,4371 
6,55,496) 

45,17,480 

Pereentage on 
average annu&l 

expenditure 

l5.3 

34.2 
---------------------

44,91,478 59,45,351 52,18,413 39.5 

There is a. large deficit o£ nearly Rs. 40 lakhs in the conservancy account. 
The conservancy rate is at present levied by 64 municipalities out of .76. 

400. Uttar Ptade~!l. There is no drainage tax in Uttar Pradesh. But 
under clt~~use (.ri} of sub-section (1) of section 128 of the U. P. Municipalities Act, 
1916, a. scavenging tax can be lavied. Under section 13), the imposition of ths tax 
i!'l subject to ths following restrictions 

1!) The tax should be imposed solely with the object of defraying the 
expenses connected with scavenging and that all monies derived 
therefrom should be expended solely on this object 

(2) The tax should not be imposed on any holding in respect of which 
the municipality has not undertaken the work of scavenging. 

No direction has been issued to municipalities to the ·effect that the service 
should by self-supporting. The Government of Uttar Pradesh have sta.ted :-

''The basis of asse~sment is the number of cess-pools, panalas (gutters) 
or a bchaks (small drains) served. The tax is in force in only a few 
municipalities and its yield is sma.ll." 

401. Punjab. There is no drainage rate in the Punjab. 

· 402. Bihar. A drainage ra.te is !~viable under certain rastrictions as laid 
down in section 86-A of Bihar and Orissa Municipal Act, 1922. No municipality 
in this State, however, levies a drainage tax, though expenditure on drainage and 
sewerage is incurred by almost all municipn.mies. The total expenditure munici
palities in Bihar on drainage in 1943-44 Wa.ii R~. 2,57,112. 

~03. Orissa. Though there is provision in both the Bih~r and Madras 
¥~nieipa.l A~ts wbioh a.pply to this State for the levy of " drainage ta.x, the t111~ is 
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not levied by any municipality, except Berhampur which levies a. consolidated water 
and drainage tax of 8% of annual.valua.tion, · 

404. M:tdbya Pradesh. The drainage tax can ba levied by municipalihies 
in Ma.dhya Pradesh under clause {m) of sub-section {I) of section 66 of th'l C.P. 
a.nd Berar Muuicipa.lities Act, 1922, "where a. system of dra.ina.ga has bean intra· 
duced." The ta.x is, however, not levied by any municipality; An expenditure of 
Rs. 2,75,624 was incurred on drainage in 1943-44. 

405. Assam. A drainage tax ca.n be 'levied by municipali~ies in Assam 
under clause(/) of sub-section (1) of section 59 of the Assa.m Municipal Ao~, 1923. 
The imposition of the tax is subject to the following restrictions, under section 64: :.....; 

(a) that the tax sha.ll not be levied on land used exclusively for purpose 
of agriculture ; 

(b) that hi fixing the amount or amounts af the tax regard shall be had 
to the- principle that the proceeds of the tax.. should not exceed the · 
amount required for constructing, extendi_ng, improving or maintain· 
ing the system of drainage, and, 

(c) that the tax shall not be leviable until a system of drainage shall 
have been made in the area. to be so provided. · 

The dra.inage tax is not at present levied by any municipality. An expenditure of 
Rs. 52,859 and Rs. 35,567 was incurred on this acc)unt by municipalitie3 during 
1945-46 and 1944-45 respectively. · · 

IV -Latrine Rate 
' 

406. Madras. There is no tax in Madras corresponding to the latrine rate. 
407. Bombay. The Bombay .Municipal Corporation has to levy urider 

section 139 read with section 140 (l:i) of the City of Bombay Municipal Act, 1888 
a halalkhora, tax at a rate not exceeding three per' cent. of the rateable value for· 
cleaning privies, urinals a.nd ce.:~s pools and for efficiently maintaining the munici· 
pal drains. . • . 

40~; The figures of" income a.nd expenditurd under this hea.d for 1948-49 
are given below:-

Income. 
Street clea.nsing a.nd conser· 
va.ney, roa.d watering a.nd 
Hala.lkhore service 

A. Halalkhore Ta.x (3%) 
B. Miscella.naous 

Expenditure. 

Street cleansing and oonsar• 
va.ncy, roa.d -watering a.nd 
Ha.la.lkhore service 

Roads, Drains and Sewers 
D.Cleansing of dr&ins and 
sewers 

Total 

.1948·{9 
Rs. 

5,063,233 
143.503 

1947·4:8 
Rs. 

4,854,811 
138,972 ----------

5,206,736 4,993,783 

5,501,278 

744,926 660,44 7 ------------
6,678.808 6.161,795 

---~---

lt will be obser·;ed th•t the ~arvioe is not self·&Ui-~P.·:n:Hng. 
131 



CHAPTER vi 
------------ ... --.:......_ 

409. In mofussil municipalities in Bombay there are two separate taxes 
cbrrespJnding to the. latrine rate, viz ; (1) the ge~eral sanibary ces3 ''for the c:>n· 
struction and maintenance of public latrines and f0r the rem wal a.nd disposal of 
refuse;" and (2) the special sanitary cess for private latTines, premises or compounds 
eleansed by municipal agency. 

410. The Government have issued instructions to the municipalities that 
these services should be self-supporting. In a communication to this CJmmittee 
the Examiner: of Local Fund Accounts, Bombay, states:-

''Though the Bombay Government have specifically directed the local 
bodies to keep the special conservancy services self-supporting, the 
special sanitary service of the local bodies in: this Province is not 
generally self-supporting, partly owing to the heavy cost involved in 
the payment of dearness ai"Jd other allowances. to sanitary staff and 
partly tQ the reluctance of local bJdies to levy an adequate rate to 
cJver the cost of these services". 

411. The figures of inc)me an<l. expenditure under this h ud for 1944:·45 are 
given below:-

. Income from 
general sanitary 
cess 

Rs. 
632,321 

Exp:mditure 
on general sani· 
tation and con-
servancy 

Rs. 
3,533,677 

Income from 
special sani· 
tary cess 

Rs 
834,595 

Expenditure on 
special sanita· 
tion and censer-
vancy 

Rs. 
1,238,165 

It will be seen that the income from general sanitary cess is only on~:dlfth of the 
expenditure on general sanitation and conservancy. Similarly, the income from 
speci!l.l sanitary cess is sufficient to cover only two-thirds of the expenditure on 
special sanitation and conservancy. 

. 412. West Bengal Although the Corporation of Calcutta levies only a 
consolidated rate in lieu of a general pruperty rate and the several service rates, a. 
sca.vening tax is pormitte~ un-Ier section 179 of the Calcutta Municipal Act 1923 
a.nd is realised in the form of a licence fee in respect of certain trades and callings 
involving the maintenance of animals which are likely to throw 8. lot of filth and 
excrement on the roads and other public places and impose additional burden on 
the municipal services. It is of cour:;e impossible in_ this case to relate the receipts 
to the.e:ipellditure involved. ·· 

As already stated when dealing with drainage rate conservancy rate levi· 
a.ble by municipalities in Bengal under clause (d) of sub-section (1) of section 123 
of the Bengal 'Municipal Act 1932 is a composite tax pertaining to c:mservancy, 
d~_a._inag~ a?d la.trine services. · 

413. Uttar Pradesh. A latrine rate, described a'3 a "tax for cleansing of 
· latrines and privies;" is levied by municipalities in U. ?. The tax is subject to 

the following restrictions =- -
(a) the tax should be imposed solely with the object of defraying the ex

penses connected with the cleansing of latrines and privies, and that 
all moneys derived therefrom should be expended solely on that object. 

(b) the tax should not be assessed on any house or building unless the 
municipality has undertaken the cleansing of latrines and privies in 
respect of such house or building. 

. The tax is levied by 21 municipalities. and its average annual yield is Rs. 2 
lakhs .. As . no figu.Jes of_ _expenditure in respect of Lhis particular service are a.vai· 
!able it is difficult to ma.ke any comparisons. · 
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4H._ Punjab. There is no latrine rate in the Punjab. But "a tax payable 
by the owner or occupier of any building in respect of which the committee has 
undertaken the house scavening" is leviable by municipalities ·under- clauee (e) of 
sub-section (1) of section 61 of the Punjab Municipalities Act, 1911. No fingures" of 
income or expenditure under this head are available. The Examiner of local Fund 
Accounts observes; • 

"Drainage, sanitation, and conservancy are essential beneficient acti
vities which are statutory liabilities of local bodies. They are seldom, 
if ever, self-sufficient .. Sanitation tax and conservancy tax· have been 
levied by very few municipalities and even where these taxes are 
levied the incidence of these taxes is very low". 

415. Bihar. A latrine rate on the annual value of holdings is levied by 
municipalities in Bihar under clause (e) of sub·section (1) of section 82 of the Bihar 
and Orissa. Municipalities Act, 1922. Under section 86. the tax should be fixed at a 
rate so that the total net pl·dceeds of the tax shall not exceed the cost of the service 
plus a. proportionate share of the cost of supervision and ciqllection. 

416._ The State Government have not i!isued any instructions to local bodies 
to the effect that the service should be self-supporting. "The Accountant General, 
Bihar, however, states in a communication to the Committee:-

''An attempt is always made by a municipality to make the conse~;· 
vancy fund self-supporting. Where in the course of audit, it is 
noticed that the conservancy fund has a debit balance. Suggestions are 
made through the audit reports to take me!l.sure3 to increase the rate ' 
of taxation to make the fund self-supporting and such suggestions are 
generally accepted". • 

417. The latrine rate is at prase~ levied by 49 out of 57 municipalities and 
Notified Area Committees in this Stll.'te. The figures of income and expenditure 
under this head for 1943-44 are given below :-

Income from latrise tax Rs. 922,814 
Expenditure on clearing) 
of latrines and urinals) 

-
Rs. 874,738 

Total expenditure on · ) 
conservancy ) Rs. 1,460,924 

418. · Orissa. There is no provi;;ion in the Madras District Municipali· 
ties Act, 1920 which applies to the South Orissa Municipalities of Berhampur and 
Parlakimedi for the levy ot a latrine rate which are governed by the Bihar and 
Orissa Municipalities. North Orissa Municipalities, Act, 1922 can levy a. latrine 
rate. The Municipality of Berhampur levies a scavening tax at the rate of 4%. All 
the six North Orissa. Municiralities levy a latrine rate at 7!%. The income of 
municipalities in Orissa from latrine rate was Rs. 174, 945 in 1946-47. As the 
figure of expenditure under the head for the corresponding year is not available 
it is not possible to make any comments. The Cvmptroller, Orissa, observes that 
in tha municipalities of North Orissa where a separate account is kept for latrine 
rate, the service is not self-sufficient. No separate account is kept for other 
services. lie further observes that in the case of municipalities where the tax 
is already levied at the highest limit prescribed by the Ac~, the m~nicipaliti?s 
are advised to reduce expenditure on the maintenance of spe01al estabhshment. 1n 
order to wipe out the debit balance of the special account. Such suggestiOnS· 
are generally accepted by the local bodies a.nd acted upon as {a.r as practicea~le. · 
lie admits, however, tha.t the conserva!lCY establishment and the accessones · 
required for the purpose during these abnormal days renders it difficult to keep the· 
expenditure on the special service within the receipts. 
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419. Madhya Pradesh. A latrine or conservancy tax is levied by muni
cipalities in this State. The ta.x is payable by tbs oc::upier in respect of private 
latrines, privies or cess·pools or premises or eompounda cleansed by municipal 
agency. J n addition to tbi~, ''a tax for the construction and maintenance of 
public latrines" is a.lso leviable by municipalities. 

. 420. As regards the- self sufficiency of this service the . Government of 
Madhya. Pradesh write that instructions have been i:>sued in the past, impressing on 
the bcal be-lies the desirability of making their services s~lf-~upporting, if necess· 
ary, by raising indirect taxation be£ore resorting to indirect taxation. Results 
achieved in pursuance of such directions have not been very spectacular tbo~gh iu 
the case of water supply the majority of the municipal committees have kept their 
exrenditure within their income from the tax from this source. 

421. The Examiner of Local Fu!)d Accounts has made the foliJwing obser· 
vations on this point~-

(i) The services were not self-sufficient in all the local bodies. 
During the year 1947-48 the conservancy service was not self-sup
porting in .. 24 municipalities, drainage and water service in one 
each. -

(ii) The services which are not self-supporting are invariably commen
ted upon in the a.udit reports issued to local bodies with a view 
to enable them to take exp9dious action to wake the services self
supporting. In some cases this bas resulted in the servicas 
being made self-supporting during the subsequent year". 

422. Assam. A latrine tax, payable by the occupier, on the a.nnual 
value of holdingi is levied by all the municipalties in Assa.m. The imposition of 
this tax is subject to the restriction that the total proceeds of the tax shall not 
exceed the amouat required for clean3ing latrines, urinals and cess-pools. The 
Government have not issued any instructions to the local bodies that the service 
should be self-supporting. The figures of income and expenditure under this head 
for 1945-46 are given belo* :-

· Income. 

Conservancy ra.te 
Other receipts under. 
conservancy. 

Total 

Expenditure. 

Rs. 818,469 

7,379 ,, 

Rs. 325,848 

Rs. 565,185 

There is a deficit of Rs. 2 lakhs in this account. 
423. General observations. The foregoing analysis makes it clear that 

- while the auditors have invariably pre3se:l for self-sufficiency in the ma.tter of 
service taxes and the State Governments have generally followed suit, the ideal 
has seldom been achieved except in tha case of water supply. Water supply is 
selh•upporting in all the States but Bihar and Orissa. But street ligbtin" is not 
self-supporting in any of the States whose figures have been supplied to us

13 

and in 
some of the States (e.g. in the City of Bombay) such a levy is not permissible at 
all. In & few other St:J.tas (e.g. Utt!t.r Pradesh and Punjab) the Acts do not 
specia.lly provide for levyin~ 11. lighting ra.te though there ia a. general provision 
which entitles the lJCal authorities to levy, with the cJnsent of the State 
Government, any tax which the State Government itself is entitled to levy. The 
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aggregate deficit on this account in the States of Madras, Bombay, West Renga.J, 
Orissa, Madhya. Pndesh and Assam is nea.rlv Rs. 15 lakhs. As re!!ards conservancy 
and drainage, although there is a. multiplioity of taxes in different Rtates . (e.g. 
drainage rate, latrine rll.te, scavenging tax a.nd thq general and special sanitary 
ca.Rses in Bombay) the service is· not self-supporting anywhere. The question, 
theref()re, arises whether it is desira.bl:3 to mg.ke a. service self-supporting and, if 
so, what steps should be taken to achieve the purpose? 

The Committee gave vory anxious consideration to this question but \ 
could not come to a. unanimnus decision. The majnrity of members are cf the 
opinion that t.he CY~st of services principle, however equitable it may seem in the 
abstract, is not always ca.pable of practical application. 

424. The principle of self-sufficiency in respect of these specific services is 
not laid down in any of the Muoio pal Acts/ but seems to have been derived from 
an extension of the la.nguags used in those Acts, The relevant sections, as we ha.ve 
a.lrea.dy shown, merely say that the rate should be fi~ed in such a. way that the 
reooipts do not exceed the amount required for providing the services. They 
prohibit the diversion of the proceeds of such taxes., to other purposes but do 
not lay down the converse proposition that the expenditure on such seryices must; 
be limited to sucu receipts a.nd ca.nnot be supplemented from ·general revenues in 
case the yield is insufficient. Such an extension of the meaning seems to be hardly 
.justified because of the prescript.ion of maximum limits on the percentage of 
service ta.xes ia the different Ac~s. · In West Beng!l.l: for example, a maximum of 
B!% is prescribed 'for water rate, 7% for conservancy and 3% for lighting. In 
fue City of Bombay Halalkhore tax cannot exceed S% and fire tax 1%. The 
expenditure incurred for proJviding such services on an adeqnatq scale may 
conceivably and often does, exceed the. receipts under those heads. The logical 
corollary to the principle of seiC·sufficiehcy, while the m'loximum statutory limit 
remains unaltered,· would, therefore, be that if the expenditure shows a tendency 
to outrun receipts from the particula.r rate, the service itself should be cut down. 
This, in fact, is th.e length to which an auditor went when he suggested cutting 
down a. servicd when the cost exceeded receipts. If this suggestion were accepted, 
the conservancy service in many municipalities, which are already in a poor way, 
hut whose cost ha.s gone up on account of the recent rise in wages, will have to be 
drastically reduced. The Committee cannot view this possibility with equanimity 
and are of epinion that the existing provisions of different Acts cannot be interpreted 
to mean that the principle of self-sufficiency must be rigidly adhered to in respect; 
of service taxes. 

425. We are not, of course, precluded from recommending that the Acts 
should be modifiied if we were CJnvinced that the principle is sound. But we are -
not convinced that it is. The present classifica.tion of the municipal services 
into two ca.tegories, one to be fina.nced from general revenues and the other from 
special rateR, does not appear to rest on a.ny logical ba.sis. Nobody contends 
tha.t municipal roads should be financed from a. special levy; probably because 
it is impossible to calculate the special benefits that individual citizens derive 
from their use. If so, why should not the same principle a.pply to street; 
lighr.ing and even trJ the proviaion of piped wator supply ~hrou~b. &tree~ ata.nd 
pipea ? 

How oan we differentiate between the general beneftts derind from communi· 
cationa and those derivei from oonaerva.ncy and drainage, where such senicea 
a.re uniformly deTeloped throughout \he entire · municipal area. ? In wha.t 
category would education ancl mtdioa.l relief fall ? -The second has always been 
financed from general revenues, while the· trend of all progressive countries in 
modern th:ues has been to make the first free a.nd compulsory (upto a certain stage) 
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without making it exclqsively dependent on any special education tax. Yet it may 
plausibly be argued t bat they offer special benefits, if not to the individua.l 
rate·payer, at least to the recipients of medical relief or primary education. 

426. The fact is tha.t it is impossible to have a clear-out division bet· 
ween the services which, from their vital importance to the health a.nd well·being 
of the residents of the urban area, are to be rega.rded as a legitimate charge on 
the general revenues and services which are to · b9 regarded as ancillary 
conveniences to be purchased at & special price at the will of the rate payers. 
The principle which has gradually converted the old "police state" into the 
"welfare state" in the larger body politic has to be recognised even in the muni· 
cipal sphere and functions hitherto regarded as optional have gradually to be 
brought within the ambit of the necessary duties of the local authorities. 
Moreover, if the ideal is th!Lt civic consciousness and a. sense of unity of the 
community shall gl'oW, it is more likely to be achieved if the burden 
is so distributed as to fall more heavily upon those capable of bearing it than 
upon those that cannot. Soma of the poorest members of the community 
living in slums require mora services is the nature of water supply and sani· 
tation, but it would be unfair to impose upon them a proportionately heavy . 
burden on that account which would follow f~om the ·acceptance of the cost of 
service principle. A special service rata is justified when the areas within 
municip!Ll limits are differently develop9d. It would obviously not be proper 
to charge the entire body of rata-payers for services which benefit only a par· 
ticular area. But when the developm:mt is uniform and all the services are 
evenly spread throughout the area, the c3.se for special service rates dis• 
appears. 

427. The conclusion of the Committee may be summarised as follows. 
Where special service rates exist they should yield as large a proportion 
of the cost a.s pJssible though it is prob!L bly. impossible to expect them to 
pay for the cost in full. Such special service rates are justified in unevenly 
developed areas. They are also justified when an individual rate·payer derives 
any special benefit or m~kes use of a service in excess of the normal stand· 
ard. But as the area tends to be uniformly developed, the case for con· 
solidated rates becomes gradually stronger. 
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LOCAL FUND CESS 

428. The sheet anchor of the revenues of district board» in this country 
is a cess on land ca.Iled the local rate or the local fund cess in different States. 
Jt is assessed as a. surcha.rge on la.nd revenue or rent a.t va.rying rates in 
each Sta.te. It is collected through Government agency along with the land 
reYenue ana ,credited to the district board funds after deducting the COSt Of 
c1llection, which is not the same for all provinces, but va.ries generally from 
2 to 4 per cent. The land revenue staff which collects the land cess would 
in any case have to be maintained for the collection of land . revenue, and 
the cost of special staff for the adjustment of accounts between the Land 
P..evenue Department and the district boards must· be r.ompa.ratively insignifi· 
cant. We, therefore, think that state Governments· might as well remit this 
charge altogether. . 

429. The following table sho$s the rates and basis of ass~ssment of thEt 
cess in the various atates : 

TABLE SHOWING THE RATES· AND BASIS OF ASSESSMENT OF 
LOCAL CESS . 

-·- -· --- ·--------------
State 

1 

hladra.s 

Bombay 

\Vest 
Bengal 

Uttar 
Pradesh 

Punjab 

Name o( Cess 

2 

Laud Cess 

Local Funtl Cess 

Road and Public 
Work Cess 

Local Rate 

do 

-
Basis of assessment 

.·' 3 

Of annual rent va.lue of land 
which shall be the full ass· 
essment payable pul~ water 
rate in the case of. ryotwari 
and inam lands and annual 
rent in the caee of others. 
of land revenue 

II 

(a) of annual value of lands 
or of a.nnual net profits 
from mines, quarries. 
tramways, etc. 

(b) o~ land used for tea, 
eoffee and cinchona 
cultivation. 

ol the annual value of land 
which is defined as twice the 
land t.evenue payable. 

do 
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. Rate 

4 

Two annas 
in the 
rupee. 

Three anna.s 
in the rupee. 

Half anna 
per rupee 

Rupees ten 
per acre. 

9·3/8~~ 
compulsory· 
maximum. 
One anna to. 
four a.nna.s 
per rupee. 



1 

:Bihar 

Qrissa. 

Madhya 
. Pradesh 

.Assam 

.Ajmer 
Merwara 

Coorg 

2 

Roa.d and Public 
Works Cess 

Local Cess ---- -~~ 

La.nd Cess 

' 
La.nd Cess 

Local Rate 

do • 
Land Cess 

CHAPTER VII_ 

3 

(a) of annual value of lands 

- (b) of the annual net profits 
from mines and quarries 

(a) of the annual value of 
lands or annual net 
profits. 

(b) of the Kamilzama assess· 
ed on every zamindari · 
and Malguzari village in 
Sambalpur District. 

of land revenue or annual rent · 

(a.) Reveiua free land or land 
paying land revenues at 
a rata not exceeding rupee 
one per acre. 

(b) Oth~r revenue paying iands 

. of the land !evenua 

of the annual rent value of 
all lands which is assumed 
as equivalent to the assess· 
ment leviable. 

It will be noticetf that the cess is differently designated in 
under:-

2 annas b. 
the rupee. 
One anna. 
per rupee. 

from annas 
2 to &nnas 
4 per rupee • .. 

18 pies per 
rupee. 

Ra. li-per 
acre. 

Annas eight 
per acre or 
upto a mar 
imum of 
annas two 
per rupee 
whichever 
is higher • 

4! pies per 
rupee. 
Three a.nMs 
in the 
rupee. 

each State as 

Land Cess :- Madras, Madhya Pradesh, Coorg and 
two southern districts of Orissa. 

Local Cess:- Orissa. 
Local Fund Cess :- Bombay. 
Local Rate:- Uttar_ Pradesh, Punjab and Ajmer·Merwa~ 

Road and Public Works Cess :- :Bengal and Bihar. 
430. Similarly, the basis of assessment is not uniform in all the States. 

It is (i) ·• annual rent value'' in Madras and Coorg ; 

(ii) "annual value" in West Bengal Uttar Pradesh, Punjab, Bihar 
and Orissa ; 

(iii) "Land Ravenue''in Bombay, Madhya Pradesh and Ajmar-Merwa.I"Jo. 
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The a.nnua.l rent va.lue is defined as 'full assessment' in Madras and Coorg. 
The 'annual value' in Uttar Pradesh and Punjab, is twice the land revenue. 
Thus in effect the levy of the cess at least in the case of seven States is 
based on the laud revenue.· In Bengal, Biha.r and Orissa. the sum tota.l or 
all rents pa.ya.ble by J. cultiva.ting tenant plus a sum total of what would ha.ve
been the rea.sona.ble reut of rent·free land or lands beld in Kl1as is adopted 
as the' a.nnua.l va.lue of land'. Thus the ba.sis of calculation is the rent act
ually paid or potentially payable by .·the actual tiller of the soil. Whereever' 
levied a.s a. surcharge on land revenue, the cess like the former ha'3 the
feature of certainity in incidence in as much u.s the individual_ liable knows 
the amount he has to pay. Nor is it incon\"eoient as 'l'ega.rds the time and 
manner of payment, as it is recovered along with the land revenue a.ssessment. 
Also its recovery through Government agency makes it economical to the district 
boards who have not t~ mainta.in any special staff. for its collection. It is._ 
devised on a. flat rate ba.sis regardless of the a.bility to pay of the individual 
concerned or the taxa.ble capacity of the lands on~hich it is imposed. 

431. There is further variation between States a.s regards the person who 
pays the cess. In ryotwa.ri areas it is levied from the landholder, wbo may or 
may not shift it when subletting his land. In the Central Provinces and Berar 
the Izardar is liable to pay the cess in a. village in which the proprieta.ry title ha.s 
been conferred under the Waste Land Rules ot 1865. In an unalienated villag$ 
the cess is payable by the occupa.nts ; in the case of alienated plots by the holders 
thereof. · 

432. In the United Provinces, the cess is payable by the land-lords but;. 
every tenant is liable to. pay to his land-lord &uch number of _pies per rupee of his-
rent or of the rental value of tha.la.nd held by him as the State Government may 
prescribe. In the Punjab, the landholderis liable for the local rate. When th& 
rate is payable by a. landholder in respect of la.ndi! held by a tenant with a. right;. 
of occupancy holding a.t a. favourable rent, the landholder ma.y re.'l.lise from tha· 
tenant a share of the rate.. • 

433. In the permanently settled areas in. Madras the cess is collected from. 
the landholder, who is empowered to recover ona·half from his tenant. · In Bengal,. 
the landlord pays the entire amount of the cesE=, less a. deduction calculated at half 
the rate of the cess for every rupee of land revenue paid by him. He is, however., 
entitled to recover from the tenure-holders the entire cess demand, less an amount 
determined at half the rate of the cess for e::~.ch rupee of rent payable by the· 
latter. The cultivating ryot is liable to pay to the person to whom his rent is 
payable one half of the cess due on the land held by him at the prescribed rata· 
or rates. ' 

434. The sub-joined table gi·res the all-India. figures of income from. locat 
cess since the year 1889·90 : 

Year 

18:39-90 
1894·95 
1907-08 
1918-19 
1925.26 
1946·47 

Total ineome 
of district 
boards in 
India. 

Rs. 
2,67,83,682 
2,98,09,539 
4,75,40,991 
8,53,83,671 

12,06,04,058 
15,55,31,309 
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Local Cess 

Bs. 
1,57~58,64:3 
1,70,24,930 
2,31,06, 784 
3,70,17,914 
4,85,05,906 
5,22,28,921 

Percentages. 

58.8 
57.1 
48.6 
43.3 
40.2 
33.5. 
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It \Vill be seen from the above figures that while the i.ccrea.se in total inccme 
during the period bas been roughly 13 crores, the tot:LI increase in the local cess, 
which forms the only major source of independent income, has been only 3.66 
crores. The balance of the increase has been chiefly made up by Governmeot 
grants. 

435. The table below shows the income durin!! 1946-47 from local cess 
of the district boards in the various States and the percentage it represents of 
the total income from all sources and its per capita. incidence in each :-

LOCAL FUND CESS . 

Number of Total income Income from Percentage Per capita. 
State District from all local cess of total - incidence 

Boards sources revenue 

1. MADRAS 24 5,72,78',682 1,09,37 ,4 07 10.0 -/3.8 
2. BOMBAY 20 4,63,30.468 61,74,191 13.0 -/6,'1 
3. WEST 

BENGAL 13 74,31,976 37,13,818 49.9 -/315 
4. U.P. 49 2,95,30,000 92,10,000 47.1 -/3 ,_ . 
5. PUNJAB 13 1,16,03,637 25,78,351 22.2 -/4 ·-
~-BIHAR 17 1,60,38,438 tl5,10,913 53.06 -/3 9 
7. ORISSA 6 44,59,825 6,53,906 U.6 ·/I J 
8. MADHYA 

PRADE~H 25 79,70,713 37,86,978 . 50.02% -liil 
9. A!3SAM 19 56,30,806 16,48.532 29.2% -/3'-

It will be observed from the above statistics thaL the per capita incidence of this 
tax varies from Rs. 0·1·2 in Orissa to Rs. 0·6·1 in Bombay. The average per 

'Capita incidence for all the States works out at Rs. 0·3-7. Similarly, the column 
showing the percentage result disclo~:es that the lowest percentage recorded, viz., 
10 is in respect of Madrasc!lnd the highest 53.06 for Bihar. The average of the 
llercenta.ges works out at 32.12 which roughly approximates to one-third of the 
aggregate revenues of the district boards. 

RATE 
436. Madras. The laud cess in Madras is at pre3ent levied at· a. uniform 

nte of annas two in the rupee of land revenue of which one-fourth is credited to 
panchayat areas and the balance paid to the district boards. We do not recommend 
a.ny increase in the cess in view of the fact that; the education cess is being levied 
sea.prately at ~]y high rates. 

437.~m'bay. The cess is known as 'Local Fund Cess' in Bombay. It<> 
levy is traced to the year 1860, when it was the practice to levy a cess of one a.nnJ. 
on every rupee of land revenue for provision of local amenities like dispensaries. 
schools and roads. The .Zevy was for the first time placed on a. statutory . basis by 
the Bombay Local Fund Act, 1869. That Act we.s repealed by the Bombay Local 
Boards Act, 1884:, which ultimately was superseded by the present Bombay Local 
Boards Act, 1923. Under section 93 of that Act, the Local Fund Cess was levi· 
able at the rate of one a.nna on every rupee payable as ordinary land revenue or 
which would be so payable had there been no alienation of land revenue, but tha 
rate could be enhanced up to two annas in the rupee on a. resolution passed by the 
district local board. The rise in prices during the war years obliged most of the 

. boards to increase the rata to the permissible ma.ximum of annas two per rupee, 
but even this proved inadequate .. The Act was, therefore, amended in 194:5 f;o 
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provide for a minimum and maximum of anna.s two and three respectively. In 
1948 it was further amended to provide for the levy of a riompulsOry unilorm rate 
of annas three per rupee./ The Government have also power- under section 95 of 
the Act to levy Local Fund Cess at a rate exceeding three annas on every rupee of 
water rata leviable under the provisions of the Bombay Irrigation Act, 1879. 
Local Fund Cess levied on agricultural lands in municipal limits is credited to the 
district local boards and not to municipalities. As a rule agricultural lands within 
municipal limits are few and the local fund cess collected in respect of them small. 
We do not think that any further increase in the cess is called for. 

438. West Bengal. There is no tax known as local fund cess in-Bengal. 
There is. however, a provision for the levy of road public works and education cesses, 
the'assessment and collection of which is arranged. by the Government., The col
lections of the road and public works cesses are paid to district hoards after deduct
ing the cost of collection. The proceeds of the educa.tion cess are credited to the 
District Primary Education Fund, which is managed hy the District School Boa.rd, a 
body quite distinct from the District Board. The maxi~um rate at which the road 
cess can be imposed is half an anna per ruppee on the annual valuation of land. 
The district boards in West Bengal are actually levying this cess at the maximum 
rate. Tht rate of public works cess is determined entirely by Government, and.
is being levied at the maximum rate; The road and public work cesses are both 
levied under the Ces3 Act of 188() (Bengal Act IX of 1880) on the annual value 
of lands. · 

It was pointed out ttJ us in evidence that a Conference of District Boa.rd 
Chairmen unanimously resolved that for the improvement of district board finances 
it was essential that these cesses be doubled. A proposal to that effect was mads 
to the Government of West Bengal some time ago. But no decision has yet been 
arrived at. We consider that in view·•of the large increase which has takan place 
in the price of paddy, this proposal to double the cesses is sound and should be 
expedited. · Bihar has already doubled the rate and there is no reason why Bengal 
should not follo\V suit. The Bihar !J.nd Bengal rates are based· on almost identical 
considerations. • · 

439. Uttar Pradesh. The cess is khown as 'local rate' in Uttar Pradesh. 
Section 108 of the District Boards Act, 19:.!2 provides that ''with the previous 
sanction of the Provincial Goyernment, a district board may. by notification impose 
and may in the like manner·abolish or alter the rate of either or both of the follow· 
ing taxes :- · 

(&) a local rate 
(b) a tax on circumstances and property" 

Up to April, 1938 the local rate was assessed at a prescribed amount noli 
exceeding 6~% upon the 'annual value' of any estate. Annual value in this contexfi 
means:-

(a) where the settlement of the land revenue is liable to periodical revi· 
sian, double the amount of the land revenue for the time being assess· 
ed on an estate. 

(b) where Such settlement is not liable to periodical revision; or where 
the land revenue has been wholly or in part released, compoundeii 
for, redeemed or assigned, double the amount which. if the settlement 
were liable to periodical revision, or if there had been no such 
release, composition, redemption or assignment, would have been 
assessed as land revenue on the estate. · 

13ince May 1948 the imposition of local rate at 9-3/8 per cent. of the annual value 
bas been made compulsory for all district boards, whereby the district boards are 
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expected to receive a.n additional iil.comc of Rs. 60 lakhs per annum. As the n.te 
is already three a.nnas in the ruooe of hnd revenue we have no furt.ber recom· 
mendation to make. 

440. Punjab. In the Punjab als~ the cess is de:;iguated as local ra.te. 
Section 5 (1) of the Punja.b District Boards Act, 1883, provides that ''all !ana shall 
be subject to the payment of a rate, to be called the local rata, at one anna. par 
rupee of its annual value. The latter is defined in section 3 (4.} as double the land 
ravenue for the time being assessed on any land whether the assessment is leviable 
or not. Thus the statutory minimum is 12 pies per rupee on the annual value of 
land or 24 pies per rupee of the land revenue. The average rata in most of the 
districts is, however, reported to be 24 pies per rupee. In the absence of a. sta.tu· 
tory maximum, the rate in some districts is reported to be as high as four annas 
per rupee. In district boards where the cess is being levied at 24 pies in the 
rupee of land revenue, we recommend that the cess should be raised to at least 
36 pies in the rupee. ' 

441. Bihar. The Bih11r Local Self-Government Act,1885, embodies identi
cal provisions on the lines of the Bengal Act. Section 46 of that Act reads as 
under:-

"A District board, on or before the day prescribed in the 1·ules made 
by the Local Government under this Act, shall hold a. meeting for the 
purposes of fixing the rate at which the road cess shall be levied in 
the district during the ensuing year''. 

The cess is assessed at a rate not exceeding one anna on each ru{lfje of the annual 
value of lands and on the annual net profits from mine3 and quarries and from 
tramways, railways and other immovable property. 

With effect from April 1949 the rate has been increased to annas two in the 
rupee of the annual value of lands in all districts. The State Government, however, 
consider that the resultant increase. in the yield is not likoly to improve the 
financial position of the boards as the excess over the previous income is ear-marked 
for expenditure on primary'llducat:on. We are of the opinion that this rate of two 
annas in the rupee should be earmarked for general purposes and a separate educa· 
tion cess of one anna levied for educational purposes. 

442. Orissa. Having been carved out partly from the old Madras and 
Benga.l Provinces two different systems of local cess prevailed in Orissa. In the 
northern districts the levy was regulated by the provisions of Bihar and Orissa 
Local Government Act,. 1885, while in the southern districts of Koraput and 
Ganjam by the provisions of the Madras Local Boards Act, 1920. The result was 
that in the northera districts the rate of cess was Rs. 0-2-6 in the rupee on the 
annual value of the holdings, whereas in the southern districts of Koraput and 
Gaojam the rate was Rs. 0·2·0 (land cess) for general purposes plus 4! pies 
(educa.tion cess) per rupee of the land revenue payable by the tenants to the 
Government. The levy in the Sambalpur district was on the other hand regulated 
by the entries in the settlement proceedings because the Bengal Cess Act had 
ceased to be in operation. With a view to improving the finances of district boards 
a. new unified Act provides for the levy of a minimum of annas two and a maximum 
of a.nnas four per rupee aud for an enhanced rate of 12!% for the Sambalpur 
district. We think that the actual rate should be raised to a.nnas three par rupee •. 

443. Madhya Pradesh. In the l\Iadhya Pradesh, ~he former District 
Councils (as the District Boards were called) have beau abolished and replaced by 
new units designated as Janapada Sabhas created under the C. P. & Berar Local 
Government Act, 1948. Under the scheme of that Act (sec. 31) for the purposes of 
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looa.l government the State is divided into administrative areas known as 
"Jamtpadas". Section 85 provides that 

''every proprietor of an estate, mahal or ma.lik·ma.kbuza plot and 
every holder of a survey number and every tenant (other than sub· 
tenant) shall be liable to pay a cess at the rate of 18 pies per rupee or 
part thereof on the land revenue or rent, as the case may be, payable 
thereon, or if the land revenue or rent or a.ny portion thereof be 
compounded for or redeemed, on the kamilzama. of such estate, mahal 
or ma.lik-makbuza plot or survey number or if the land is held rent 
free or at reduced rent or an favoura.ble conditions, on the rent fixed 
on such land, for the maintenance of schools or roads or for a.ny other 
purpose under this Act." 

Section 86 further vests in the Janapada. Sa.bhas the option to levy additional 
cess for this purpose as follows :- . 

"With the previous sanction of the Provinch.l Government, a. Sabha 
may by a. resolution passed at a. special meeting convened for the' 
purpose, impose an additional cess for the maintenance of schools or 
roads or for any other purpose of this Act, at a rate not exceeding 
twelve pies in the rupee." · 

The rate at present levied is low and should be raised to three annas in the rupee. 
444. Assam. _ The levy of "local rates" as they are called in Assam is 

regulated by the Assam Local Rates Regulation III of 1879 as amended by Assam 
Act VI of 1926 and XIV of 1949. Under the scheme of these enactments, the 
rates vary from one anna six pies to two annas per rupee of the land revenue .from 
district to district. The rate of rupee one per acre is, however, charged for revenue 

. free lands and lands paying land revenue at the rata not exceeding rupee one per acre. 
For other revenue payin~: lands the rattl'is eight annas per acre or varying between 
H to 2 annas per rupee of the land revenue, whichever is higher. A~ the economic 
condition of the cultivator bas substantially improved, the Government of Assam 
consider that there exists a. case for further increase in rate by an additional anna 
in the rupee to which at least some of the Boards are 'reported to be favourable. 
We think that the local rate should be raised to three annas in the rupee. 

445. Aimer-Merwara. Under Section 2 of the Rural Boards Regulation"' 
1886, the levy of a local rate not excesding three pies per rupee was· authorised in 
Ajmer·Merwa.ra. This was raised to d pies in 1926 (Regulation V of 1226). 
Further enhancement of this rate is reported to be under consideration, This is, 
in view of present prices, a very low rate. It should be raised to annas H and 
later to three annas by gradual stages. 

446. Coorg. Section 3 of the Coorg District Fund Regulation 1900 provid· 
es that the Provincial Government may by notification in the Coorg Gazette 
impose a land ces;J being a tax on the annual rent value of lands. Section 3-A lays 
down that the land cess shall be levied on the annual rent value of all occupied 
lands on whatever tenure held and ~ball consist of a tax not exceeding three annas 
in the rupee on the annual rent value (equal to assessment) of all such lands as 
may be fixed from time to time by the Chief Commissioner by notification in the 
official Gazette. Since April 1948 the cess is being levied at the maximum 
permissible rate of annas three in the rupee. Ooorg is in all respects similar to 
Madras, and the standard of living is a little higher. The rate for Coorg should not 
be lower than that for Madras. 

447. When we took evidence in Patoo., it was brought to our notice that the 
Bihar Abolition of Zamindari Act has affected the payment of cess by the holders 
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of such e.sta.tes. : In soma district boa.rd11 the cess collections were as low as 63 
per cent. of the demand. The arrears of cess before tbe September 1949 Ki:it 
ares'Lid to be Rs.1,10,81,206 which is.a very large sum. We were informed that 
there is some legal difticurty which comes in the way of cess collections being treat
ed in the same way as CJl.lections of land revenue. The State Government is 
adopting what was described as certificate procedure and attachment of estates 
under section 99 of the Cess Act for realisation of arrears of cess. In the mean
while, the Sta,te Government is giving district boa.rds tempJrary lol!.ns to enable 
them to tide over this financid emergency. 

In the two other States" which are CJncsrned with the question or abolition of 
za.mindaries, namely, Madras and U. P., it was not represented tJ us tha.t the 
district boa.rds have suffered the kind of bss \Vhich boa.rds in Biha.r are sufferin". 
But the problem is the same in all the three States. - " 

448~ The Madras Government have informed us that they have under con
sideration a. propJsa.I.to amend the Madras LJcal Bouds Act, 1920, so as to provide 
that when zamindaries. are abolis~ad. land ce:1s shall be paid on the present 
zamindari lands by the ryots concerned on the basis of the ryotwa.ri assessments 
which be fixed for payment by the ryots. If the income from land cess is reduced 

-considerably under this arrangement ~he question of increasing the rate of land ce3s 
. payable by the ryots will have to be considered in due course. 

The Government of Bihar have, as far as we could gather, not decided on a.ny 
policy in this· matter. But we are satisfied that they will not leave this question 
unsettled very long. · In our !:liscussion with them they assured us that they will 
see that the financial interests of' district boards in the matter of cess collections 
are not adversely affected by the abolition of Za.mindaries. 

- 449. -Wi~h the abolition of Zamindari, the responsibility for the payment of 
cess will have to be definitely fixed either on the g.Jvernment or on the tenant · 
who holds directly from the government. Who the person should be and what should 
be his share offinancial responsibility is matter of policy on which we do not wish to 
express any opinion. Our entire concern is to stress the point that the interest of 
district boards should not.ba prejudicially affected by the abolition of Za.mindari. 
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CHAPTER l'III -

OCTROI AND TERMINAL TAXES 

450. History of octroi. Town and m&rket dues of a character- similar to 
the existin!l octroi duties were in vogue under the ancient Hindu rulers of India, 
although they were asressed and collected on a very different system to the one 
now in e:dstence. They are describeci by Manu. 1\faga.sthenes and Strabo refer 
to them in some detail. The Ain-i-Akbari records tht octroi .duties were in 'force 
during the pericd of Moghal power and that the dutv of collection was in the hands 
of the City Kotwal. At that time these duties formed part of the revenues of the 
State, and were called "Chungi'', a persian word, me~ning a. handful, to denote 
handfuls taken from merchants in sathfaction of the demand of the State. In the 
18th century, the transit of goods by road and river was subject to Inland duties 
and the East India. Company enjoyed a valuable~ concesr:don from the Moghul rulers 
in -the shape of exemption of ~ts trade from these dutiee. 

451. Not only in India. but on the continent of Europe also, octroi has 
been familiar since the days of the Roman Empire. The tax was originally levied 
by Roman towns on wines and certain articles of food imported or exported. It 
was intoduced by the Romans in Gaul and continued there after the invasion of 
t~e Franka. The privilege of levying this tax was granted to French towns by 
the King but occasionaly the Government claimed a percentage of. the proceeds.' 
The tax has, however, been abolished in European counhies as it wa.s an impedi· 
ment to industry and commerce and raised the prices of common commodities and 
necessaries of life. _Belgium, Holland', Denmark, Sweden and Norway are among 
the countries which have, it is understood, replaced octroi by other taxes. 

452. In the early ye.us of. the nineteenth century,· various legislative 
attempts were made in India to regulate town duties anSI the customs duties which 
they rasemble. Both these imposts were dealt with in Regulation VI of 1805. 
At the time of this regulation the octroi barrier was similar in nature and purpose 
to the "custom:~ Iino" each being machinery for the collection of revenue for the. 
Government: From an item of State revenue, octroi developed by successive 
stages to its present position as an important source of muincipal income. Under 
the RegulatiiJn of 1805, octroi was levied on articles imported for consumption 
or use within the town a form which this impost has retained to the present day. 

453. In the days of the East India. Company, the evil effects of octroi duties 
were repeatedly brought to notice. The East India Company being orgina.lly a. 
trading company. felt the vexatious character of these hindrances to trade. In 1828 
Lord William Bentinck employed Sir Charles Trevelyan to make an enquiry into 
these inland transit duties. His report showed that the evils of the transit duties 
and cJnsiderably increased under British rule and that inland trade and manu
facture3 were stifled by thi3 system. In 1835 Lord Ellen borough commented very 
severely on the evils of the system. He \Vrote to the East Indian Company:-

''No less than 235 separato articles are 1.ubjected to inland duties. 
The tariff includes almost everything of personal or domestic use, and 
its operation, combined with the system of search is of the most 
vexatious and c.ffensive character, without ruaterialfy benefiting the 
revenue. The power of search, if really excercisel by every .custom· 
house officer, would puh a. _stop to internal trade by the delay 1t would 
necessarily occasion, It is not ~:'1\corcised excetJt for tho purpose of 
t~~t ortion", 

-
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"The affect upJn the national morals is yet mora serious than the 
effect upon national wealth. Every merchant, every manufacturer, 
and every traveller is, as it were, compellet1, for the security of his 
property or the protection of his personafcomfort, and not infrequently 
for that of the feelings of the females of his family, to enter into un
lawfull collusion with the officers of Government. It is a system 
which d0m::>ralisos our O\Vn people, and which appears to excite the 
a version of all the foreign traders of Asia.." 

Still. the East India Company was reluctant to take any a~tion but the 
publbation of ~ir Charles. Trevelyan's. report and the action o~ some of i~s own 
servants in Ind1a forced 1ts hand. S1r Charles Metcalfe abohshed the mland 
customs duties in Beng:J.l in 1835 aud soon after the two duties which has deve
loped as part of the system. In 184:! Lord Ellenborough abolished both in Sind 
a.nd Madras. -

> 
454. An importa-nt enunciation of the principles on which octroi should 

be levied was drawn up in 1864 by Sir Charles Trevelyan. The following extract 
from a resolution issued in that year indicates the attitude of the Government of 
India at that time-

"Town duties are very effective for raising money. They existed 
under the Native regime, under the nama of Choongee, or handful, 
implying that everything that passed had to pay a small contribution, 
and in some parts of Iudia they arc~ more popular than direct taxes 
of any kind. If they could ba CJnfined to things consumed in the 
town without interfering with the trade, they could be only open to 
the objection that they fall in undue proportion upon the poor. But 
after a fulf trial of this tax in Bengal and the North-Western Pro
vinces, it was abolished in 1835, as being alike injurious to the 
general trade and to the towns immediately affected. Town duties 
have been lately re-established as a municipal tax in many places 
in the NoriP!rWestern Provinceq, Oudh and the Punjab, and the old 
vice of interference with the general trade immediately reappeared, 
with the additional aggravation that this time the public at large were 
mulcted for the advantage of local interests. 
"The uncheked multiplication of these local exactions would soon 
reproduce the worst evils of the old transit and town duties. 
''The town duties which were abvlished in 1835 wer• levied only 
upon eight articles of local consumption, but there appears to be no 
limit to the number of articles upon which they are exacted since 
they ha.ve been revived as a municipal tax. There are 197 articles, 
many of which branch out into numerous !'ub-divisions, upon which 
town duties are levied in Sitapore in Oudh. At Broach they amount 
to 182 under the head of 'Articles imp:lrted for consumption, 5 
under 'Raw motorial imported to be m1nufa.ctured' and 51 under 
'Articles exported', or 238 in all, without including sub-division. 
This multipl:cation of petty exactions is open to great objection. 
The tax ought to be confined to a few articles of local consumption, 
such aa ghee, firewood, fruit, vegetables, fowls, eggs and animals for 
slaughter which do not enter into the general trade of the country, 
and which being recognisabls at first sight, do not involve the stop
page and search of other commodities··. 

455. These principles \Vare reiterated in 1868 and accompanied by orders 
e,s to the articles Qn which octroi could be levied, The im~osition of octroi w~$ 
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prohibibed on salt, opium, fermented or spirituous liquors and articles liable to 
customs duty and imropted by soa into lLdia.. 'l'be levy was permitted in the. 
case of the following a.rticles :-

( 1) Articles of food or drink. 
(2) Animab for slaughter. 
(3) Articles for fuel, for lighting or for washing. 
( 4) Articles used in the constructiQn of buildings. 
(5) Drugs, gums, spices and perfumes. 
(6) Tobacco. 

To this list were subsequently added piece-goods and other. textile fa.brics 
and metals and articles of metal. 

The Government further ordered :-
(1) that on the exportation from a town of dutiable goods the octroi 

levied on them should be refunded ; 
(2) that municipalities should provide boi:J.ded ware-houses or other 

appliances Cor the storage of goods in transit, for the use of which 
reasonable fees might be levied ; 

(3) that tolls £?n entering municipal limits should not be levied except 
for the use of any bridge, quay, wharf, lock or other work c:ms
tructed or maintained at the cost of the municipality ; and 

(4) that goods the property of Government should be exempt from 
municipal taxation. 

456. The next impntant declaration was m!l.de in 1890, when the Govern
ment of India, finding that m:my .hbuses bad arisen, considered it necessary to 
intervene again. They advised the pr~vincial governments that :-

(1) the articles taxed should be main staples of local consumption a.nd 
should be as few as possible ; and · 

<9 

(2) the utmost facility sh.mld be given by way of ar rangaments either 
for passing articles through town limits under bond or for facile 
refund on exit of duties levied on entrances. 

457. A change of policy begins in 1903. In 19J3, fo~ the first time, 
this policy was radically altered. It was then {ound as a result of enquiries that 
there was a consensu9 of authoritative opinion that indirect taxation by the popu· 
lation of Northern and Western India. and that the G,wernmeat of India, coupled 
with the increasing demands of the administration~ bad been to compel municipa.lities 
either to enhance their rates of octroi on the necessaries of life or to re:>ort to 
the unpopular expedient of a house-tax. In deference to those views the Govern
ment of India. modified their earlier policy aud issued the following instructions 
for the guidance of municipalities-

(!) The articles taxed should be as a. rule the ma.in staples of con· 
sumption and should in any case be as few as possible. 

(2) Articles which were mainly products of the country might be taxed 
more highly than those which \Vera not. 

(3) The necessaries of life should ia a.ll case~ be taxed moderately. 
( 4) Luxurie:> might ba tHeJ m Jrd heJ.Vily th1ou neo ls;;a.ries but a 

high ocLroi should not be impJ;;;ed on toba.coo, which was almost 
the only luxury of the prorer classes. 
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- 45S Th!! U.ilited Ptovincas Com:nittee of 1903. In 1908 a committee 
appJintei" ta inquira intl th9 questiJn of municipal taxation in the United Pro· 
vince1 exa.mine1 the wh 1l:3 q•lH~bn of oJtroi in gre1t :detail. They found innu- -
merabls abuses and condemned the system of octroi in very ·severe terms. 'Their 
main roo·Jmmenda.tions ware.- .. 

(1) Abolition of octroi in those towns in \Vbiclt it would be replaced 
by direct taxa~ion, for instance, by the impJsition of a tax on cir
cumstances a.ud property; 

(2) The substitution for it elsewhere of a sermina.l tax on the lines indi
cated balow: -

(a) The tax should ba imposed on, all imports at rates lower than 
the existing octroi rates. 

(b) There should be no refunds. 
(c) There should be no a.dvalorem assessment. 

The tax should be on the maundage p~~osa.ed anu the rates applied 
equally to all goods .. 

(d) It should be cJllected by the ra.ilways. 
(e) Pa;;sengar,' lu;;g>1ga and parcels under :.:0 seers f>hould be free. 
(f) GoJa'l impJdeJ and rebuokecl wiLhout breakiog hulk should not be 

charged. 
(g) A cJl·responding impost on goods imported by road should be levied 

in the shape of a. toll, fixed with reference to tbe maunda.ge rates on 
rail-borne gooda. 

(h) Tbe a.noma.ly tbat uniform ma.unda.ge nte would cause the tax to 
fa.Il most lightly on the most va.b1a. ble classes of commodities, should 
ordinarily be rectified by a. direct tax on trad-ers in those classes of 
goods, prefers. bly in the form of a. licanse tax. 

(i) Uniform rates in ovary municipality were undesirable, and rates 
should be fi:¥.ed tJ suit circumsta.nce3· 

(j) No attempt should ordinarily bo made to meet the whole require· 
ments of the municipality from such a tax. 

459. The Governme:1t of India., after consuUiog the Governmonts of pro
vince!! in which octroi dutie3 were in exista.nce yielded to the volume of pra.ctica.l 
experience and the unanimity- of opinbn a.g,J.inst the system of octroi ta.xit.tion 
and agreed to the· imp Jsbion of a terminal tax as baing one which was on the 
whole less likely tJ ba burdeJso~e 0:1 througl1 trarle than octrui with a problem
atical refund. They sa.nctbned as !lo'l experim;mtd measure the substitution in 
the United Ptovincas of direct taxation for or.:troi in the sm!l.ller towns, and the 
a.pplica.tion to a b.rge number of other towns in which conditions ware suitable of 
the system of a. terminal tax, or light travsit duty on imt'ort or export, subject to 
no refunds. 

460. The next stage is marked by the issue of a resolution in April !915, 
in which the GJvernment of Indi!lo bid down th"' restric~ions subj~ct t:J which a. 
terminal tax should be levied. These were as follow:>:-

(!) The terminal tax, wherever imposed, should be substantially lower 
in Hs rates than the octroi which it replaces; 

(2} It should be limited t:J pla.oes where tlure wera special ground:3 for 
applying it, which must be adequately domonstra.ted; 

(3) It should he re6uded as facilitating the transition to a. system 
in which direct tua.tion wJuli forrn a.n increa.singly important 
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factor, nob a;; an elastic means of progressively increasing the 
resources of murlicipali ties &part from normal developments due to 
increase of traffic; and 

(4) It should not be adjusted with the primary object of compensating -
municipalities for the loss of octroi. 

46l. Further change of r olicy in 1917. These orders failed to a great 
extent of their purpose and in the year 1917 the· Government of India made a 
further advance towards the position which the municip"al administrations were anx
ious to secure. This is illustrated by the memorandum of principles governing the 
imposition and collection of the termiual tax which was issued. for the guidance of 
provincial Governments on 6th July 1917. The more important of these principles 
were:- · 

(1) 

(2) 

(3) 

(4) 

(5) 

That in municipalities where octroi ha.d not been previously levied 
the previous sanction of the Government of India must be obtained 
to the imposition of a terminal tax 

That the tax should not necessarily . ba looked upon as a step 
towards an increasing degree of direct taxation, but might be Intro
duced merdy in order to replace octroi, provided that the receipts 
from the terminal hx did not materially exceed those from the 
octroi which it superseded. 

That the tax should ordinarily be imposed on imports only, but 
there was no objection to the taxation of exports as well as imports 
in places where municipalities were large centres Qf export 
trade. 

• 
That the taxation of ·sa.lt, opium and excisable. articles, including 
materiah used in manufactures and mineral oil, should always be 
kept at low figures. 

That refunds in the nsual souse o1 the term r,hould not be 
allowed. 

(6) That the description of the articles to be taxed should as far .as 
possible be adapted to the railway classification of goods. · 

These rules ware intended to provide the necessary safeguards to secure that 
the tax was kept light, thah it was wvrked as simply as possible, and that the 
convenieuce of tho ra I ways, through whose agency it was to be c:Jllected, was ~~olways 
consulted. 

462. Up to this bta.ge all powers of taxation were centralised in the Go\·ern· 
ment of India and Prvvincial GJvernments had no independent powe1·s of taxation. 
With the inauguration of the Montagu-Chelmsford Reforms specified sources of 
revenue were placod at tbe disposal of Provincial Governments for purposes of 
provincial administra.tba. In ad:iition Provincial Governments were authorised to 
impose without the previ :us sanction of the Governor-Gen~:~ral, any of the taxes 
specified in the Scheduled Ta.xes Rules, while for other taxes the sanction of the 
Governor-General wa.s Iu3.::ossary. The taxes which could be leviel by bcal 
authorities under Icgishtion passed by the Provincial Legislature were specified 
in ScbeJule 2 of lha Schcd•.!lcd Taxes Rules. Octroi formed item 7 of this schedule. 
Jtem 8 related to termiLal taX. ana "ead as follows:-

''TeriDlUaJ taxes on goods carried into or exported from a local area 
save where such tax is fir;;t imposed. in a.u a.rea in which octroi was 
not levied on or before tha 6th July, 1917". 
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- The r-esult was ~hat a reference to the GovernmeGt of Icdia was necessary only 
when terminal tax was imposed for the first time in an area in which an octroi was 
not levied on or before tbe 6th July, 1917, but once a termica.l tax was sauclioued 
or where tle terminal taxes were substituted for oc~rqj by the Provincial Govern
ment, the sanction of the Government of India was not required to the revision 
of the rates and Provincia.! Governments were free to raise them to any figure they 
considerel nece3sary. In the case of the Central Provinces (Madhya Pradesh) even 
this restriction did not apply ~ince, with previous approval of the Government of 
India a clause was inserted in 1921 in the C. P. Municipalities Act 1922 to levy a 
terminal tax without reference to them. , -

It was during that period the terminal taxes were introduced in several muni
cipalities in India-

463. The Indian Taxation Enquiry Committee (1924-25) criticise.l the octroi 
and terminal taxes in the following words :- · 

"In the form in which they (octroi and terminal tax) are levied in 
India, they offend against all canons of taxation. They are uncertain 
in their incidence. Their collection and the system of refunds, which 
form an essential feature of octroi puts the person paying the tax to a 
great amount of inconvenience. Where they are imposed on the 
necessaries of life as in India, they do r.ot propJrtion the burden to 
the means of the payor and the expense o( collection and the facilities 
for fraud are disproportionately large, with numerous bodies inde
pendently taxing trades, it is impossible to know what are the burdens 
trade is really carrying and quite impossible to ensure their being 
adjusted in any way fairly among different articles and goods. The 
popularity of• these taxes is due to the fact their incidence is shifted 
and that it is very difficult to determine OQ which classes the burden 
ultimately falls. The collection of terminal tax through Jhe railway 
agency has removed all the administrative difficultie3 inherent in a 
system of octroi and there is a tendency among municipalities to resort 
to the tax wh\Jnever they are in financial difficultids boca~s9 the l0cal 
authority can in this case transfer the odiu•n of c JllJction to the 
railway company. The tax is also very defective from the educative 
point of view, sinoa it does not encourage sense of responsibility among 
the electors, \vho do not directly feel the burden of the tax. Sir Josiah 
Stamp sums up the case as follows :-

.. 'In my judgement, both theoretically and on the result of experi. 
ence, no country can be progressive that relies to any extent upon 
octroi, which has nes.rly e\'ery vice.' " 

464. Some of the improvem9nts suggested by the Taxation Enquiry Com
mitea were :-

(1) The rates of taxation should be ll\V in all cases and especially so in 
the case of necessaries of life and arlicies that are subject to Imperial 
or Provincial Taxati::m. 

(2) In order to prevent the tax f1·om developing into a transit duty, 
arrangements should bs made for prompt refuuds on exported good, 
and for bonding goods intended for through transit. 

(3) The tax should not be levied on gJOdil imported and re-exported 
without break of bulk. 

(4) There it is though legitimato to dorivo a municipa.l revenue ft"Om a 
single staple, e,g,, from cotton ginning in a. town, it is bettor to 
impose the tax direct on the output of the ginning mill. 
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(5) The levy of a tax on goods exported from a municipality should not 
be permitted, save in exceptional cases where it is already in 
existence. 

(6) Goods not leaving a- railway yard, or only leaving part premises for a 
railway, and merely transhipped at the yards or p:>rt premises 
should not be subject tl any duty whatever. 

465. While affirming the view that the termina; tax "should be eliminated 
altogether in due course from the tax schedule of the Corporation", the Delhi 
Municipal Orgtnisation Committee (1917) considered that "the immediate objective 
may be reform rather than abolition" and accordingly recommended that "in the 
imposition of the tax, the Corporation might distinguish between articles of oon
sumption which are imported ready for use and those which are imported as raw 
material or in a. semi-manufactured condition and a.re mainly re-exported after 
manufacture. The important point to remember is that Dehli's trade a.nd industry 
should be encouraged and the tax should be so adjusted that the incidence on 
categories of articles which art) received in Delhi and' re-exported is less than on 
those finally com,umed in Delhi. Indeed, it might be considered necessary al
together to exempt articles which form the basic raw materials of industry. 
Further, low rates or even no tax at all should be levied on articles of necessary 
consumption and the levy of hiJh rates on luxury articles might be considered." 

463. With the inauguration of provincial autonomy under the Government 
of Iuili:~. Act, !935, terminal taxes were removed from the Provincial to the Federal 
List and section 137 of the Act provided that terminal taxes could be levied and 
collected only by the Centre. A saving clause in section_143 (2) provided that 
termiual taxes levied prior to 1st April, 1937 might continue to be so levied but 
any further resort to this ta.x was y_irtually closed to local bodies. During the 
period the Act of 1935 was in force, very few applications for levy of terminal tax 
were sanctioned by the Government of India. The result was that octroi once 
aga.in came into favour, an additional reason being that it provided an expanding 
source of income, whereas terminal tax was stat.ic in ch~n·acter. 

467. ThA ·constitution of India carries the position one step further by 
including the carriage of goods and paseengers by air in the Union List. Entry 89 · 
of the Union list of subjects reads as follows : -

''Terminal taxes on goods or passengers carried by ra1lway, sea or a.1r'', 
It wlll be seen that taxe;J o.ri goods or passengera carried by road a.re not 

covered by this entry ; such ta.xes will continue to be within the jurisdiction of 
the States. However, this entry does not debar the levy of tax on pilgrims travel· · 
ling by ruad. Pilgrim taxes will be dealt with in a. separate chapter. 'The remarks 
in this chapter relate only to taxes on goods and not on passengers. 

Article 277 of the Constitution contains a. saving clause that any taxes which 
-were being levied immediately before the commencement of the Constitution, namely, 
Jaouary 26, 1950, by any municip$1ity, district bJard or other local a.uthority may 
C'Julinue to be so levied notwith&tanding tile fact that those taxe3 are mentioned in 
the Union List, until provision to the contrary is made by Parliament by law. 

468. In relation to certrin municipalities, which were to be raised to the 
st&.t;:;.s of Corporations a.nd which were· levying terminal tax a question recently 
arose whether they could continue to do so under the Constitution after the change 
in their status. The question was rdferrod to the legal advisers of the Government 
of India, who are of the opinion that a municipality which is levying a. terminal 
tax can coutiuue to do !!Oat the existing rates even after it has been raised to the 
status of a Municipal Ourporation. Such Municipalities need not, therefore, change 
their systfilm of t~Jtxlljtion frO!ll termina.l tax to O(ltroi, merely to S~JtVf) themselveEJ 

151 



CHAPTER Vni 

--- ------------- __________ ..__ _____________ _ 
from the operation of the provisions of the ConstHution with rega.;d to termina.l 
taxes. The inclusion of a. new item in the terminal ta.x schedule or of an increase 
in the existing rates, however, is not permissible. 

469. Though included in the Union List this tax ca.nnot be utilised for the 
__ purposes of Central finance, a.s under Article 269 a. terminal tax is one of the taxes 

which can only be levied a.nd collected by the Union but the proceeds of which ban 
to be assigned to the States.~ 

470. Prior to the enactment of the Constitution, this Committee, at ita 
meetings held in -New Delhi on the lOth and 11th June, 1949 (at which certain 
representatives of the Govemment of India. in the Ministries concerned were also 
present), made a reprasenta.tion to the Government of India. to persuade the 
Drafting Committee of the C,mstituent Assembly of India to remove the en~ry 
relating to terminal,tax from the Union List and place it in the State List. Tha.~ 
representation did not succeed. No reasons were given for rejecting the suggestion 
and it is therefore not possible to deal with them in this report. 

. 4 71. While this entry -was being de bated in the Constituent Assembly 
of India., an amendment was moved by Shri R. K. Sidhva., one of our colleagues 
_and a. member of the Assembly that the entry relating to terminal tax b" 
deleted from the Union List and put in the State List. He pointed out that 
terminal taxes \\ere entirely in the region of the- Provincial Governments and 
local bodies acd they bad been levying_ such bxes throughout tLe country and 
that it \\auld be wrong for the Centre to take away this power. In replying 
to the debate, the Hon. Dr. Ambedkar, Chairman of the Drafting Committee, 
sta.ted as follows : 

''This matter was debated last time and I said that although these 
taxes were leviable by the Centre, the proceeds of all of them would 
be distributable among the different Provinces. The Centre would 
not claim any interest. If the provinces after getting the proceeds 
want to pctss on any part of those proceeds to the heal bodies they 
are free to d,J so. It is not possible in this Constitution to m&ke 
a provision for any matter of taxation. that may be available to 
a local authority. That is a matter inter sc between the State and 
the local authority, and therefore it is not possible now to alter this 
entry either by way of amending it _or by way of transferring it to 
List No. II". 

Shri. Sidhva. thereupon withdrew his amendment. 
The Committee wish- to point out that the question still remains where 

it was. No great harm to trade -apparently occurred during the entire period 
when this -power was vested in the provinces and there is no reason to appro· 
bend .such harm now when thera is complete identity of interest between the 
Unjon and tho State Governments. We would urge on the Government of India. 
to reconsider the position and arrange to transfer this entry back again to the 
State Lh,t. It selms to us tb:l.t the object which the Government of India. 
apparently had in view in centralising terminal taxes, namely, to prevent the 
imposition of abnoxious lades on trade aT!d commerce is being defeated a.nd 
in place of a lighter burden_ is bei~g substituted a. heavier burden in the 
shape of octroi{ We have reason to I::elie>e that State governments, if they 
were consulted, would prefer terminal tax in place of octroi. In States where 
octroi is not levied at present, we did not find much supp0rt for it, either 
from officials or no:::·::>fflcia.ls. The Chambers of Commerce throughout the country 
~~ore unanimous in their opposition to octroi, as it ha.to:pers trade 11.nd 
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ea.uses unnecessa.ry hara.ssment. It is true there is a proVISIOn for refund or 
octroi on goods passing through the limi~s of · a. loca.l body, but in actua.l 
prac~ice no refund is obta.ina.ble until severa.l days after the payment. This 
practice has in a number of places either created a. new class.of brokers wh() 
obtain refunds of octroi ou payment of S'lma brokerage to them or encouraged 
corruption amongst the octroi staff who for a consideration a.llow the dutiable
articles to pass through without a.ny payment of octroi. 

\ 

472. Should the Government of India. consider it ina.divsiable to bring 
in a constitutio01~l amendment so soon after the enactment of the Constitution. 
we w,uld recommend that they might consider favourably any proposal which· 
may be made to them by State Governments for the levy and collection of 
~rmina.l taxes. 

We fear th!l.t if even this suggestion cannot be adopted, there is no alter-. 
native to octroi, as it is financially the most produ~~ive . single item of indirect 
taxation open to municipalities. We ca.nnot think. of any substitute in plac& 
of octroi apart from terminal tax which will be less . objectionable. · 

473. Evan though we reluctantly .recommend octroi on practica.l grounds .. 
we would suggest that there should be in each State a model schedule for 
octroi approved by the State government a.nd that departures from this schedule
should not be permittedJby any subordinate authority, except with the previous 
approval of Government. Such a schedule should prescribe the list of articles. 
and the maximum rates permissible therefore, in order that wide variations in 
the rates may be avoided. At present the schedule of ra~es varies from l:::itate
to State and even from one local body to another within the same State in re;;pect; 
of the same article. We would further suggeijt that in framing th& 
model schedule the rates on necessaries of life should be kept as low as. 
possible. ..• ' 

4 7 4. The position at present is that octroi is in vogue iri the four major 
States of B~mbay, ULtar Praiesh, Punjab and Madhya Prade:>h, In the State <U 
l!adras there is no oc~roi e:~;cept in the Madras CitY,, where a duty on timber
is levied. The sub-joined statement gives the figures of income from octroi 
and terminal taxes in the four states of Bombay, Uttar Pradesh, Pun]ab and 
Madhya Pradesh :-

Year 

1884-85 
1894-95 
1907-08 
1918-19 
1925-26 
1946-47 

Income from 
rates & taxes 

------
74,22,311 

1,13,39,117 
1,50,50,340 
2,16,67,603 
3,66,4 7,993 
7,94,68,747 

. 
Receipts from Peroontag& 
octroi and to total tax 
terminal tax income 
----- ----
60,31,731 81.2 

87,43,752 77.1 
1,01,13,739 ' 67.1 
1,10,23,947 50.8 
1,16,11,322 31.6 
2,92,55,946 36.8 

It will be seen that octroi does not form the same proportion of inoom& 
from taxes which it did sixty years ago. 

475. The procedure for introducing this tax or amending the existin~ 
echedules or the octroi limi~s is the same as prescribed for other taxes. The
statutory provision in the relavent enactments of each State, in this behalf. -
is more or less identica.l and may be stated as under. The proposal must b&: 
approved and adoptei by the ·municipal committee ooncerned by. a resolutior1 
,.t; a mooting of the general boly specially ca.Ued for the purpose. Then it must; 
be published for inviting objections from the public. The objections, if any .. 
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must be oonsideted· by.tbe, mu..oici.pality at a meeting and then submitted along 
with the original. ,propos~~ol~. ,to .tb~ "'higher authority for sanction before they ce.n 
be enforced. U.nder. the Central,)?rovinces Municipalities Act, 1922 and the 
:Bombay Municip~l. ~oroughs. Ac~,. 1925 prior san~tion of the Provincial Gov
-ernment ia necessary ; .. while, uJ:iP~r Bombay District Municipal Act, 1901. 
Punjab Municipal· :Act, J,;9n,ancl,Jl}a; Utter Pradesh Municipalities Act. 1916 the 
sanction of tba Commissions~ _o!tlie Division must be obtained The same pro
cedure has to be followed for the abolition of or reduction in the scale and ra.tes 
~f octroi. .. · . .. · · · · 

The. positi~n"£ta~e-ii!le:Is.lLs _f~l!9ws. 
Bombay. 
416. Tha five local self-go-rernment enactments noted in the margin in· 
-i. The··City· of Bombpy_ ;Mun«cipal Act, force in this State all pro-

;-, ~~~8. ~oiis'bay , Dis.;i~t: ':rrrii~i~i'pll Act, vide for the levy of octroi. 
IQo 1.:: · · · · ·• ·· · Unlike similar enactments 

3; The Boitibay Ltfc~·-noaros Act, in other State£!, the Bombay 
1923. · ' .. • r· ... , .,.. Lccal Boards Act, .. 1923 

. 4;_'. '!'!:~mbay Mut)\cip_a ·~~n_>u~~bs Act, also provides for the levy of 
s. The Bombay Proviricial.~Mu».:.Crpal Cor- octroi by district-boards as 

. ,,. porations Act, r95o. · .. , .. o· well (vide sec: 102-B of that 
Act). ·The BomJ>ay .-:Municipal 0ol'Jl01;f!.tion levies a. town duty, "hich durirg the 
-year 1948-49 fe~ched" an income.- of Rs,- 62 .lakh:; and constituted 9.22 per cen~. of 
its ~ota.l .income:. Th.~ Bombay :M:Jfnicipal Boroughs Act, 1925, and the Dis· 
trict~. M'!lJlicl pa.f Act, 1901· provida !or the.levy of both octroi and terminal taxos. 
Out. of ~30· municipalities. in this ·StatQ....during the year 1944-45 as many as 
'7 4. Jevied '~ctroi.,··a..nd 33 · terminal. -.. tax;~: . .Among the district boards only the 
District .Lacar- Board, Ratnagiri, levies octroi. That is beca.use of its favourable 
geographica.t·:I>osition which. ma.kes .. ,the .collection of the tax comparatively easy. 

. ' ., ~ ' . ' .. ,. ..,... 

Tba subjoined.' ta.b.l~ .shows·'th~··growth of income from this source in this 
St~'t~~:--. 

·Year. 

---

·Total. income 
(ro . rates ar d 
taxes 

;:Re~!:lipts 
.from 
cctroi and ' .,... 
termmal · 
tat ···- · .... 

Percenta~e to 
total tax 

, ir:come 

1.884-85'. ',. ~.23, \3,048. -_1~.6'6;079 63.:) 
1894-95 ' . .87 ,84.,906 23,34,888 61.6 
1907·0~ . :, 45,14,969 21,20,651 46.9 
1918~ 19 - .. 77,36,710·~ 19,20,355 25.6 

, 19~5-26 ·~ ;-r.,os,q9,,561· 28t~1.5.S2 18.4 
1946·47-. ~ .• 55,11,2'[5 63,Q9,Wi. 17.7 

. lt -·win be seen f~om the abo~e statement that while the income· from octroi 
.bas increased 4t timas: over ·a. periOc\:~ of 6Q ~years, its percentage to total tax 
ineqma ,h8.1 fallen from 63 t_oJ 7 .' · 

~I - o" .. ~ .... ,"' • ."· "t • .~ • • • 

·· 4:77; ---'iba. Gover D.men:i·of Bombay :rna.'k~'the following observations on octroi 
and terminal tixes :___: • · · · · 

. . . ' " · ':Tnese t~~.' t~t~X~~; ~.e~we.en theq~ < ~cCo~~t for the major .portion of 
.the total 1noome o~ · ~n· ·the.JJJ;ll'il.:ij.tQlp!IJJtles. They constitute the-
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largest single source of municipal income ~-a~~.;,desp_it~ their growing 
disadvantages, apparently retain their pa~·lt1on ,q.s'tpe ·favourite form 
of local taxation. The taxes are a. sur~ival :}l'Q.m 'a' more. primitiv&. 
economy in which the regula.tion~_"andf1 'taxatiob ·of 'th& 
exchange . o( . g'lods between different _tow.r;Js-·~~d' between ·.urban:, 
and rural areas w.Ls a comparatively siriiP,!~.nvltter. • ; In·· pres_e,n~ 
circumstances, with ~be multiplica.tion of the ~eauj. ·.ot tran~por~'l!.n.cl.' 
growth of the volume and complexity of t't~df'lfOctoi ·and te.Th:ttoal' 
tr.xes have become more difficult to assess at;rd.: ~oll~t ; traii'sit · t.rd.ffic:· 
is seriou~;Jy hampered and there is great~'scope :.for' fraud, eva~ioo;· 
nnder·I£Ssessment and petty harassment ... , A~<ibe .: range of' th&. 
taxes is gradually widened to melt the ~··&>mplexities,."-6( mOdern 
commerce the basis of assessment has':·~irt';ts!lvera.l easei,·"·bsen, 
changed from weight to value, and for a larg'3.d."&ngo -c0f g Xlds correct;. 
va.lua.tion is not an easy matter. ':rhe introdnctiQn.;·of ·a· Provincial 
Sa.tas Tax on a wide range of go:>ds has further e:ll'Oplical~ thepclsition. 

Several municipalities in the province ·"have bean ;-Jevyi~s th~ 
octroi or terminal tax by weig'bt instead of an ~d;:valpteia 'basi&. · In 
viow of the recommendations made by . the:-- MuniCipal' Fii!a.nee
Committea, Government had advised the mti~f<iipa.HtiJs··to levy th&. 
duty'on an ad valorem basis in all possibl6' cases'in:.:which ttlis'' 
practice is not being followed at present as th.iif1;-i1lgive' t'hem sOi:n& · 
additional income in view of the appreciation b(:"'.Ptiel!'s. pf a.fl_ kinds · 
of articles which has occurred during the last feW't9ars'' · · 

.... .,.~~ ·. 
4 78. The Committee is in favour of the view that ir;.octl'o1; js ).e~ie~, it;· 

~;hould be levied, generally on an ad valorem basis but in ·tne. ca.se, oL.ai:ticle~ 
where tha.t basis is not suitable, tbere·'should be no objeoti6'ri"t()Jhe a<lopt!oQ of a. 
maundage or other basis. 

(79. The Bombay Municipal Corporation representatjves bri:lugbt to' our
notice that the Corporation was losing annually nearly Rs.15 la.khs; because town 
duty wa.s not paid on foodgrains imrorted by the Governmept .of . India: on' the
strength of the provision contained in section 194 of the City of :B'on1biy M:rm!cipal' 
Act, 1888. The section provides that ''no town duty shall be'Je~i&Ql~.~Qri any 
article, which at the time of its importation is certified by an officer; 'en:i'powared· 
by the Government concerned in this behalf, to be the property 6! tJ:e .. G.r.9w~(. 
It was submitted by the witnesses that the operation of the, exemption ~houl<i 
be restrieted to Governmex:t stores requiced for the pusposes of ~.he f!~a~.'.and 
should not include commoditJe;; handled as part of a State tn\ding··eD.terpriae: 

·The position in this regard is different under· the Bombay Municipal ·Boroughs 
Acts, 19;a5 &nd the Bombay District Municipal Act, 19~1. Proviso:.q1Jj}lo.~· s~tioq, 
73 of the Bombay Municipal Boroughs Act says that 4'no tax .••• ::: .. ~;:f':~;~;-:•·9~~e,r. 
than a special sanitary cess, a drainage tax or a water rate, sba;Jf,~;Withol,l~.th& 
express consent of the Crown, be leviable in respect of any building ;,,,;,;~ ... ~:.,. 
or of any veh1cle, animal or other nroperty, belonging to His Majes~y:·:alid· 
11sed solely for pttblie purposes and not used or intended to b .. used Jo/:'purposes;; 
of p;ofit ; and proviso to. section 59 of th~ Bombay, District ~~nici~i-1\cit_is..,in 
s1m1lar terms. But sect10n 194: of the C1ty of Bombay Mumclpal-A~t·.does·not:; 
exclude from the exemption articles and other property of the Stat,e~ i:i~ed: for' · 
purposes of profit. We see no justification for this. All _publ~-:)iill.ity and 
commercia.l underta.kings of .Government should be treated, so far as ,local :ta:ita.ti~ti · 
js concerned, in the same manner a.s if they were conducted by privatc(&ci~-~tjl~ise~·r 
lf they are to be exempted from local taxation, the Government conoern~-&hould 
make a contribution in lieu of such taxa.tion. In view of Article 285~:;6(.-lhe-·· 
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Constitution it will now, we presume, b9 not open to the State Legislature• to bring 
section 194 of the City of Bombay Municipal Act into line with the corresponding 
provisions of the Bomba.y Municipal Boroughs Ac~ and the Bombay District 
Municipal Act. For Art. 285 says "The property of the Union £-hall, save in so 
far as Parliament may by law otherwise provide, be exempt from all taxes imposed 
by a State or by any authority within a State", We feel that this provision in the 
.COnstitution is unfair to local bodie!l as it deprives them of a part of their 
.legitimate income. As state enterprise increases, the extent of this loss to loe&l 
bodies will become greater. We, therefore, recommed to Government tha.fi 
·Parliament might be moved as soon as possible, to pass a law providing for local 
-taxation of State property used in connection with State trading or running of public 
utility concerns. 

1 _ 480. During the course of evidence in Bombay, it was brought to our notice 
that postal parcels received within municipal limits escape payment of octroi 
-duties, because ths Postal Department does not give the mm;licipalities the 
necessary facilities. In this mannH, parcels containing valuable articles like. 
silks, gold, silver, jewellery, etc., on which a good amount of octroi can be 
.eollected, 1 escape payment. The municipal authorities suggest that the Posta.l 
Department should give them a list of the persons who receive postal parcels so 
that they can recuver the duty from tnem. We enquired whether there was 
.a.ny similar oomplaint in respect of railway parcels but we were told that in 

· ,J"espect of railway parcels octroi was regularly collected. 
481. We feel that the agency of the post office should not be used as & 

means of evading legitimate municipal dues and that the post office should render 
·every assistance to the municipalities consistently with the discharge of its 
responsibility in the matter of safe delivery of :parcels. 

482. We referred this point to the Postal Department and give their 
:reply below:- · 

''The question of allowing facilities to municipalities and local 
a.uthori ties fpr levy of octroi duties on goods pa.ssing through th& 
post ha.s been e:xa.mined several times in da.ta.il and so far n() 
radica.l change in the . existing procedure has been censidered to be 
necessary. The existing procedure is to deliver the posta.l parcels 
to the addresses without informing the municipal authorities. 
Thus parcels pasEsing through the post are not subject to octroi 
duties. The general policy of Government so for ha.s been noli to 
supply any such information to municipalities. 
2. Recently, however, on receipt of a strong representation in the 
matter from a State Government the matter has been re-examined. 
The most that this Department can do is to allow an officer of the 
Municipal Board to get from the local post office on payment a list 
of the pa.rcles received for tradesmen, the idea being to subject 
pa.rcels addressed to tra.desmen only to cctroi duty and exempt 
parcels received by other person from such duty. For compelling 
the addressees to open the parcels in the presence of municipal 
authorities with a view to assesment of octroi duty, the Provincial 
Government would have to make a rule or take power by an 
Act themselves. The duty of the post offices would finish after they 
had given particula.rs of the parcels to the municipal board officers. 
It was considered that the post office could not go beyond this &rB 

its duty to the public was to deliver the parcels a.s expeditiously aa 
possible without subjecting the addresee to any inconvenience in tha. 
process. 
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We a.re of the opinion that the ·matter requires further exa.mina.tion and 
the action proposed in the case of tra.ndesmen should be extended to pa.rcels received 
by other persons a.lso. 

483. Uttar Pradesh. Section 128 of the u. P. Municipamies Act, 1916 
}lrovides for the levy of "a.n octroi on goods or animals brought within the 
mnnicipality for consumption or use therein" as also for the levy of "a tax on goods 
importoo into, or exported from, any municipality in which an octroi was in. force 
on the 6th day of July 1917 or with the previous sanction of the Central Govern· 
ment, any other municipality'': The R P. Municipal Act thus providea of the 
levy of bJth octroi and terminal taxes. The former is in force in 46 out of 110 
municipalities while the terminal tax is levied in 20 municipalities. The latter is. 
~olleoted through the agency of the ra.ilwc~.y administration and transmitted to the 
local bodies after recovering 2 to- 3 per cent. collection charges. In places where 
tormina.l ta.x is in force there is also a c:mntervailirig terminal toll on imports by 
rood. The Sta.te Government point out that the Government of India. have held 
that a. terminal toll is, like a. terminal tax, also outside the jurisdiction of the 
State Government, as it is different from ordinary toll and is not mentioned in 
the State List. Termina.l toll is levied in 19 municipalities. In some municipali• 
ties, a terminal tax is levied on the export of certain goods ; these goods are 
exempt from any terminal tax on import at the destination, thus avoiding double 
taxation. The tax is levied both on ad valorem as well as maundage basis. 

The sub-joined statement shows the growth of receipts from this source in the 
State since the year 1884-85. 

Year Total income from Receipts from Percentage to total 
rates and taxes octroi and termi· tax income 

.• naltax 
----- ----- ----

1884·85 19,52,250 16,35,772 sa.a 
1894·95 33,97,726 27,73,166 81.6 
1907-08 50.10,603 36,01,568 71.9 
1918-19 66,71,875 37,43,355 56.0 
1925-26 1,01,80,680 39,45,002 38.7 
1946·47 2,75,10,000 1,73,00,000 62.8 

The income from this source has grown from Rs. 16.35 lakhs in 1884-85 to 
Be. 173 lakhs in 1946-47. Of the income of Rs. 173 lakhs in 1946-47,110 lakhs 
was contributed by octroi, Rs. 44 lakhs by terminal tax and the balance by terminal 
tolls. According to the U. P. Government this tax is "the main source of income of 
the municipalities in the U. P. The declared policy of the U.P. Government was 
to a.bolish octroi, but ever since terminal tax became a Central subject this policy 
ha.s been thwarted and octroi is resuming its former place of importance in local 
1ina.nce. House tax is more unpopular in this State than octroi." 

484. Madhya Pradesh. Among the several iaxes authorised for levy in 
municipal areas by sec. 66 of the Central Provinces Municipalities Act, 1922, are 
"au octroi on animals or goods brought within the limits of the municipalitJ for 
sale, consumption or use within those limits" and ''terminal tax on goods or animals 
imported into or exported from the limits of a municipality" subject to thl3 oondi· 
tion that the terminal tax and octroi shall not be in force in any municipality '&ot 
the same time". It will thus bs observed that under the municipal Act the levy 

-of both the octroi and the terminal ta.x is not permissible; From the Government 
resolution reviewing the working of municipal committees during the year 1939·40, 
it appears that out of 82 municipalities in the Sta.te 16 were levying octroi ancl 
M terminal tax. 
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Tho sub·joinod table indicates the growth of income from this source, since 
the year 1884·85 :- ' 

Year Total income from Receipts from oc~roi Percentage to tota.l 
rates and taxes and terminal tax tax income 

------ ·- ------·--
1884-85 7,84,979 6,69,7~0 85.3 
1894-95 10,28,951 7,13,042 69 3 
1907-08 14,31,150 8,10,852 56.6 
1918-19 23,47,437 10,02,641 42.7 
1925-26 38,89,569 13,49,019 34.6 
1945-46 1,01,71,951 32,18,567 31.6 
1946-47 1,10,96,594 36,21,924 - 32.6 

It will be obseryed that receipts from this source alone account for nearly · 
one-third of the total income from municipal taxation. The figures further indica.te 
that during the sixty years under review the receipts from this source increased 
from Rs. 6.69 lakhs in 1884-85 to Rs. 36.26 lakhs in 1946-4 7, thus disclosing. 
a. growth of nearly six times. The State Government have not expressed a.ny 
opinion on the respective merits or demerits of octroi and terminal taxes. But 
from the evidence tendered it appears that the opinion generally is in favour of· 
retaining octroi and replacing it by terminal tax whererer possible. 

485. Punjab. Both octroi and terminal tax ·are levied in this State .. 
"Alive to the defects inherent in the system of octroi" the State Government. 
plj:!aded in~bility to ''abolish it be::a.use of the universal and deep-seated popular· 
prejudice against direct ta.xatilln and for want of a. better substitute"; octroi is. 
levied by weight as well as ~ 1 valorem. One· of the standing instructions for 
the prepar.ition of octroi schedules is that "Octroi sho~lld as far as possible be im-
posed at .. ad valorem rates· eJ.cept in the case of articles the price of which varies 
greatly at different times of the -s·car." Tbe advantages of terminal taxation as. 
compared with octroi taxation are fully appreciated. But in view of the constitu
tional restrictions, it is stated that '·it is not possible to sanction either the imposi
tion of fresh terminal tax or even the revision or amendment of existing termiual. 
tax schedules so as to increase the rates of taxation". 

The incomf realised from octroi and terminal taxes in 194 7-48 in Punjab (I)· 
was Rs. 20,24,296 out of a t•Jtal incam9 from rates and taxes of Rs. 53,50,878 or
a percentage of 37.7. 
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CHAPTER IX 

PROFESSION TAX 
I 

~86. A tax on professions and trades has been familiar in India from very 
·~arly times. It was levied under the British .. Government between the years 1867 
and 1886 under various Licence Acts, which, for a time, took the place of income 
tax. As levied at that time, it was part of the general revenues of India, but it bas 
since been used principally by local bodies except in Assam where it is levied by the 

·'State Government. · 

487. Constitutional.llmitations on the levy of Profession Tax. In view of 
the fact that the profession tax impinges on income 'tax, constitutional limitations 
have been placed on the amount of tax which can be levied by a. local body. Under the 
Montagu·Chelmsford Reforms, a tax on tradas, professions and callings was included 
in the Scheduled Taxes as one of the taxes which provincial legislative councils 
could impose or authorise a local authority to impose for the purposes of such 
local authority. Accordingly, this tR.x was included in the list of permissible taxes 

-in the various provincial enactments g.Jverning the constitution of loca.l boC\ies, 
passed after the coming into force of tLe Government of India Act, 1919. At this 
'time there was no csnstitutionallimit on the amount of the tax. Taking advantage 
·of this, several local bodies began levying profession taxes without any limit. 

488. When the Government of India. Act, 1935 was enacted and brought 
into force from 1st April, 1937, the tax on trades, callings and emplo-yments was 

·placed in the provincial list and eve!:). then there was no limit on the amount of the 
tax. When an attempt was made by one province to levy such a ta:s: on a graded basis 
of ineome, the Central Government became apprehensive as to its effect on income 
tax. Consel}uently, the Act of 1935 was amended by the British Parliament and a 
new section 142· A inserted therein. 'rhis S9ction provide'i that the total amount pay· 
~ble in respect of any one person to a province or to a local authority in the pro· 
vince by way of taxes on professions, trades, callings and employments shall 
not, after the 31st March, 1939, exceed Rs. 50/-'per a.nnuml This was, however, 
subject to the proviso that if in the financial year ending with that· date there ~ w_as 
in force in the Acts of any province, or any -local authority any such tax, the t·ate 
or the maximum rate of which exceeded Rs. 50/-..: per R.nnum it could continua to be 
levied at the then existing rate, unless provision to the contrary was made by a. 

.la.w of the Indian Legislature. · · · 
489. There were at that time sever'al local bodies in variouR parts of the 

country which were levying profession tax in excess of this limit of "B.s. 50/-. They 
-could have continned to levy it under the proviso to section 142·A, but som~ of 
them were prevented from doing so by an Act of the Indian Legislature, known as 
the Professions Tax Limitation Act 1941, passed in accordance with the authority 
-conferred under the proviso to Section 142-A of the Act. Under this Act only four 
·.taxes were exempted from the annual limit of Rs. 50/· • 

(1) The profession tax levied by the. Calcutta Corporation. 
(2) The prolession tax levied by local. bodies in Bengal. 
(3) The tax on trades and callings carried on within municipal limits andl 

deriving spacial a.·lvanta.g3s or im',J Htng S[Bcial burdens on mu 1ici pal 
services, imposed under clause (ii) of sub-section (1) of section 128 of 
the United Provinces Municipalities Act, 1916. 
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(4) The professiou tax levied by municipalities in Central Provinces 
and Bertu. 

490. The profession taxes levied by municipalities and district boards in 
the province of Madras, particularly, where they were a; good source of income to. 
them, were not exempted. This caused a large fall in the income of local bodies 
which was made good to them by the Government of Madr&s in the shape of • 
compensatory gr&nt-in·a.id of about Rs. 12 lakhs per annum. 

' 4:91. A circumstances and property tax is levied in Uttar Pradesh by 
municipal boards under section 128 (1) (ix) of the Municipalities Act and by district 
boards under section 108 (b) of the District Boards Act. The term 'circumstances• 
-bas bean interpreted by the Uttar Pradesh High Court as meaning financial posi· 
tion, which me.y be judged, among other things, by taking into account income 
from business or profession. This tax was not mentioned in any of the Legislativ& 
Lists in Schedule VII,of the Government of India. Act, 1935, nor is it mentioned 
in any list under the present Constitution. The reason for this, apparently, is th&t 
it is a. composite tn, composed of two taxes quite different in nature, profession 
tax and praperty tax. 

492. In section 128 of the U. P~ Municipalities Act, there are two types ot 
ta.xes on trades and cdlings, namely :-

(1) "a. tax on trades and callings carried on within the. municipal limits
and deriving special advantages from, or imposing special burden on; 
municipal services." 

This tax was exempted from the cperation of the limit of ··Rs. 50/- by reason 
of having been included in the schedule to the Professions Tax Limita.tions Act. 
1941. It is understood that this tax is levied only in respect of such specific 
trades as sug!Jor refineries, brick-ma.nufacture, tobacco and potato growing etc. 
The tax has generally to be regulated with reference to the cost of the service. 

(2) "a ta.x on trades, callings and vocations' including all employment 
remunerated 11i salary or fees." 

This seems to be the general profession tax to be found in other provincial 
Acts. The type mentioned in (1) ~~obove is special to Uttar Pradesh and is not. 
found in any other provincial enactment. 

In addition to these two types of ta.xes on trades and callings, there is nnder· 
item (ix) of section 128(1) a tax on inha. bitants assessed according to their 'circum
stances and property. Though these taxes are listed separately, sub·section (2) 

· of seciton 128 prohibits the imposition of both the tax on circumstances and pro~ 
perty and the type of profession tax described in (2) above, at the same time. 

493. In view of the fact that the tax on circumstances and property was 
being assessed in Uttar Pradesh partly on the basis of income, a question arose· 
whether the limitations regarding the tax on professions and trades imposed by 
SAction 142-A of the Government of India. Act, 1935, did in any way affect th~ 
circumstances and property tax. When a reference about this wa~:~· made to the 
Central Government they s-tated that the said section had no application to it. 
Consequently, it was beiag held tbat the municipalities and district boards that 
were levying the circumstances and property tax before 1st April 1937, could 
continue to levy it after that date without raising its pitch or incidence, whereas. 
other boards in which the tax was not in force on March 31st, 1937, could not 
impose it a.t all. Some district boards were deriving from this tax a.n incom~ 
per head as much as Rs. 2,0)0 psr annum. In ma.ny ca.se3 the limit was in. 
excess of Rs. 50/· per annum. 
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· - 4~4. This position was altered by a full bench decision of the Allahabad 
lligh Court on 11th May, 1948. The facts of the case are briefly as follows. Th& 
District Board, Farrukhabad assess~d Messrs Prag Datt & Brothers to circum
stances and property tax at Rs. 379/3/· for the ye!l.r 1944-45. The total esti
mated income of the assessees was Rs. 18,200 (Rs. 18,000 from trade and Rs. 200 
from property). Against this assessment, a suit was filed in the Court of th& 
Munsiff, who dismissed it with costs on the ground that the suit· was barred by 
section 131 of the District Beards Act. Aga.inst this decision, an appeal was filed 
in the Court of the District Judge, and a new roint was raised that under the Pro
fession Tax Limitation Act of 1941 no tax in excess of Rs. · 50 could be levied as 
profession tax. The District Judge aceepted this contention and issued an injunc-
tion restraining the District Board from realising more than Rs. 50 per annum 
from the plaintiffs as circumstances and property tax in so for as it was assessed on. 
the income derived from professions, trades, callings and employments. 

495. In view of this decision of the High Court many local bodies in U.P. 
would have had to refund large sums of money which would have seriously emb
arassed them financially apa.rt from their inability to impose in the future th& 
circumstances and property tax in excess of Rs. 50 per head which they were 
already levying. To save them from this predicament the Governor-General pro
mulgated an ordinance amending the Professions Tax Limitation Act and validat-: 
ing the imposition of the tax. in the United Provinces. by including it in the 
schedule of taxes exempted from the provisions of the Act of 1941. Under th& 
protection thus granted, local bodies in U.P., which were levying the tax in excess 
of Bs. 50/· per head per annum prior to 1st April, 1937, are still continuing ~o do so. 

496. This was the position prior to the anactment of the new Constitution. 
ln the ·new Constitution also ~here is a money limit on the levy of procession tax •. 
Article 276 of the Constitution is reprOduced below for ready reference.: 

(1) Notwithstanding anything in Article 246, no "law of the Legislature of 
a State relating to taxes for the benefit of a State or of a. municipality .. 
district board, local board or other local a'j.thority ·therein in respect -
of professions, trades, callings or employments shall be invalid on. 
the ground that it relates to a. tax on income. 

(2) The total amount payable in respect of any one person to the State
or to any one municipality, district board, local board. or other local 
authority in the State by way of taxes on professions, trades, callings 
and employments shall not exceed two hundred and fifty rupees per 
annum ; provided that if in the financial year immediately preceding 
t~e commencement of this Constitution there was in force in the cas& 
of any State or any such municipality, board or authority a. tax on 
professions, trades, callings are employments the rate or the ma.ximum 
rate of which exceeded two hundred and fifty rupees per annum 
EUch tax ma.y continue to be levied un~U provision to the contrary 
is made by Parliament by law,· and any law so made by Parliamen~ 
may be made either generally or in relation to a.ny specified States,. 
municipalities, boards, or authorities. . 

(3) The power of the Legislature of a State to make law as aforesai<i 
"with respect to taxes on professions, trades, callings, and employments
shall not be construed as limiting in any way the power of Parliament. 
to make lav;s with respect to taxes on income aocuring from or aris
ing out of professions, trades, callings and employments." 

It will be noticed that the old limit of Rs. 50/· has been raised to Bs. 250/-. 
which is undoubtedly a. welcome change, and powers already exercised by local 
bodies in levying profession tax in excess of Rs. 250/·are not disturbed. It will 
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now be for State Governments to advice local bodies to revise their sehedules of 
profes~ion tax so as to correspond to the limit per~it~ed by t~e Con~titution. It 
will obviously be futile for u~ to suggest that the llm.tt be raised still further or 
he done away with entirely If the Go~ernment of In~1a find that the State Gove:n· 
menta are unwilling to offe;,r such advice to local bodies or, that the local bodies 
.are unwilling to revise their schedules o~ P~ofession tax in accordance with the 
higher limit now permitted under the ConstitutiOn. 

II 

Position in each State, The position in the major State!! with regard to levy 
<>f profession tax is as follows :-

497. In Madras, ·it is levied by all municipalities, some district boards and 
-several panchayats. The income from this source is substantial. The maximum 
before the enactment of the Profession Tax Limitation Act, 1941, was Rs. 550 
per annum in the case of mufassal municipalities and district boards and Rs. 700 
in the case of the City of Madras. Under the Profession Tax Limitation Act, 
the maximum was reduced toRs. 50 per annum. In view of the raising of the 
limit to Rs. 250/· the Madras Qovernment have advised local bodies to revise 
their schedules up to the muimum permissible. The compensatory grant hitherto 
being paid will now be withdrawn • 

• _ _..(/498, In Bombay, no municipalitiy levies profession tax as such but some 
'9Y-them levy small taxes in the form of licence fees on specified trades and callings 
'which are subject to municipal control. This tax is also levied by four 
or five district b1ards. The income from this sou_rce is negligible, The 
Government of Bombay are of the opinion that profession tax can never be a 
source of much income owing to the disproportionately_ large collection charges • ....-

499. In Orissa, profession tax is· at present levied by municipalities and 
pancha.yats in the ex-Madras areas of the State. In ex· Bihar areas, it is levied 
to the' same extent as in Bilsr, in the form of a tax tm circumstances and property. 
The State Government have now decided to extend the levy of profession tax to all 
the local bodies in the State. 

500. In Uttar Pradesh, there are two taxes ,which are akin to profession 
tax:-

(1) A tax on trades, callings, etc., which is assessed on the annual income 
in ascending scales. This tax is levied only in 13 municipalities out of llO and 
yields Rs. H lakbs annually ; and . 

(2) A tax on circumstances and property, which is at present levied by 12 
municipalities and 29 district boards. In rural aras agricultural income is 
exempt from taxation and the muimum rate is 4 pies in the rupee on income 
subject to an aggregate maximum per assessee. Districts boards are 
dependent on this tax to a much greater extent than municipalities. They 
derive an income of Rs. 12 la.khs per annum from this source, 
There is no provision for the levy of a profession t&x in the U. P. District 

l3oa.rds Act. Only certain trades and callings can be licensed. The pancha.yats 
have got powers to levy such 11o tax. 

501. 1n Madhya. Pradesh, profession·ta.x is not of much importance and is 
not levied in all municlpa.lities in Bera.r. Though there is statutory provision for 
the levy of such a tax by municip&lities, it formed only one per cent. of the total 
<>rdina.ry income of municipalities in the State in 1945-46. · There are now no 
<listrict boards in Madhya Pradesh. In Janapada.s which do the work of taluka 
(tahsil) boards, there is no provision for a 'haisiyat' tax, which means a tax on 
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tbe fina.ncial circumsta.nc&s of an individua.l. This is assessed on the sa.me lines. 
e.s the profession tax. 

502. In Punjab, there is no profession ts.x in municipalities though there
is provision in the Municipal Aa~. Thera is a. ba.isiya.t ta.x levied by distri:st. 
boards on income. 

503, In West Bengal, profession ta.x is levied in· the City of Ca.lcutta. a.nd 
other muniaipa.Iities. A profession tax is levied in rura.l a.rea.s, but; the inaom& 
g."les to District School Boards ·under the Primary Education Act. The Union. 
Bo!.rds levy wha.t is called a. Union ra.ta,.. which is their principal source of incom&
a.nd i3 assessed on the lines of a. ta.x on ciraumsta.ncas a.nd ·property subject to a. 
mnimum of Rs. 84:. ' 

50!. In Biha.r munioip~litie3 there is a.t present a ta.x on circumstances anti 
prop3rty which is levied in sub~titution of a. ta.x on holdings. There is no such tax. 
in rural_ a.rea.s. . 

505· In Asssm, a.s already stated elsewhere, the profession tax is a. provincia.! 
tax and is not levied by a.ny looa.l body.- . . 

506. The table below gives the income of looa.l bodies fronH>rofession ta.x in. 
each State for the year ending 1946·47 :-
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Statement showing the growth · ol income /rom prolessiqn 'tax !n the \'arious Stales of lndia. 
(MUNICIPALITIES) 

Income from profession Percentage of income from 
STATES Total Income tax profession tax to total municipal 

income 

1925-26 1946-47 I 1925-26 1946·47 1925-26 1946-47 - ------------ -------------
ALL INDIA (including the Oity 139,652,437 285,34.0,865 2,894,823 4,210,398 2.07 1.47 
Corporations of Madras and ~ 

Calcutta.) 

Madras (excluding Madras City.} 7,110,632 25,620,441 728,397 1,080,539 10-3 4.2 

Madras City Corporation. 4,033,826 13,500,946 162,363 510,3 78 4 3.8 

4Bengal (excluding Calcutta City). 
• 

6,211,862 7,835,453 137,050 398,856 2.2 5.06 

Calcutta. City Corporation. 15,778,474 37,466,70:> 1,266,175 1,977,600 8.0 I 5.6 

Uttar Pradesh. 10,180,680 27,510,000 429,357 360,000* 3.9 1.2 . 
Punjab. 7,268,183 5,350,878 57,761 3,697 0.76 -0.06 

Madhya. Pradesh. 3,889,569 11,096,594 16,118 127,902 2.0 1.1 

Bihar. ... ' 4,463,948 ... 102,776t { 2.H 
1.8 

Orissa.. 2,482,309 631,113 47.042 31,729t 4.9 
' 

... 

· * Includes figures for the tax on circumstances and property. 
t These are figures of the ''tax on persons" assesed on the ciroum>~tances a.nd property of the iuha.bitauta 

levied in these Sta.tes In substitution of the tax on holdings. 

i 
I 

I 
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The above statement brings out two points:-
(1) That the profession tax is 'nat of equal importance in ~very 

state. It is only in Madras and Bengal that the percentage 
of income is of any importance. In all other States, the yield is 
more or less negligible. 

(2) . That in 1925-26 the percentage of income from profession tax to 
total tax income was much greater than the corresponding peroen· 
tage in 1946-47. In 1925-26 there was no limit on the amount of 
tax leviable on an individual. But in 1946·47, section 142·A of 
the Government of India. Act, 1935 and the Profession Tax 
Limitation Act, 1941 were in opera.tion and local bodies, . which 
were levying the tax at higher rates, were, with a. few specified 
exceptions, obliged to reduce them. In view of the raising of the 
limit in the Constitution from Es: 50 to Rs. 250, it is hoped that, 
in the next few years, even if no further ra.ising of the money 
limit takes place, the yield from this tax is likely to be 
considers. ble. 

III 

Basis of assessment. The basis of assessment varies in differ«;~nt States as 
described below: ........ 

507. Madras. The basis is income. Tbe tax is accordingly more or less 
of the nature of a local income tax. Prior to the enactment of the Profession Ta.x 
Limitation Act, 1941, the rates in the Madras City Corporation were as under :-

Assessment of Companies. .• 
Companies were assessed on the-following scale:,_ 
Paid up capital Half-yearly tax 

(Lakhs of rupees) RB'. . · 
A Less than one 30 
B One and more than one, but less than two 50 
C Two and more than two, but less than three 100 
D Three and more than three, but less tha.n five 150 
E Five and more than five, but le.;s than ten 250 
F Ten and more than ten, but less than twenty 500 

· G Twenty and more than twenty 1000 
Provided that any company, the head or a principaf office of which is not in . 

the city and which shows that its gross income received in or from the ~ity in the 
year immediately preceding the year of taxation- · 

(a) has not exceeded Rupees 5,000 shall pay only 25 rupees per haU·year. 
(b) has exceeded Rupees 5,000 shall pay only 50 rupees per half-year. 

but has not exceeded · 
Rupees 10,000 

(c) has exceeded Rupees 10,000 
but has not exceeded 
Rupees 20,000 

(d) has exceeded Rupees 20,000 

shall pay only 100 rupees per half· 
year. 

sha.ll pay per half·year 100 rupees 
together with a ·sum. calculated a.t 
the rate of 25 rupees per ba.lf-year 
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for every 5,000 rupees or pa.rt there
of, of gross income in excess of 
Rs. 20,000 subject to a maximum 
half·yearly tax of 1,000 rupees. 

Provided further that when a company the head or a. principal office of which 
is not in the city becomes liable to tax for the first time, it shall pay in the first 
year a tax of 25 rupees ; but if the gross inc()ma of .the company during such yea.r 
is subsequently found to have exceeded 5,000 rupees, 1t shall pay the tax calculated 
in accordance with the above-mentioned scala lass the initial pa.ymant of 25 rupees. 

The tax on persons was on the following scale :-

Half-Yearly 
----------

Class I. 
(1) All persons holding any appointment upon a 1 

monthly salary of l,five thousand rupees or I 
upwards. . 

Maximum 

Rs. As •. 

. . . . l- 500 0 
(2) AU other persons (exercising any profession,, 

Jtort or calling or transacting buPiness) or 
their agents or servants in their absence. J 

Class II. 

(1) All persons rholding any appointment upon a 1 
monthly salary which amounts to three I 
thousand or upwards but is less than five 
thousand rupees. l- 300 0 

(2) All other persons< described in class I, but I 
not asseessed under cla.ss I. J 

Case III. 

(1) All persons holding any appointment upon a 1 
monthly salary which amounts to two I 
thousand or upwards but is less than three 
thousand rupees. l- 200 0 

(2) All other persons described in class I, but I 
not assessed under class I or II. J 

Class IV. 

(1) .All persons holding any appiontment upon a. I 
monthly salary which amounts to one \ 
thousand or upwards but is less than two 
thousand rupees. I 

1- 90 0 
(2) All otller persons described in class I, but I 

. not assessed undt\r any of the previous 
classes. J 
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Rs. As. 

350 0 . 
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Half-Yearly --
Mu.imum Minimum 

Class V. Rs. As. Rs. As. 

(1) All persons holding any appointment upon a 1 
monthly salary which .. amounts to '150 I 
rupees or upwards but is less than one 
thousand rupees. }- 45 0 30 0 

l 
(2) All other pesons described in class I, but I 

. not assessed under any :of the previous 
classes. . J· 

Class VI. 

(1) All persons holding any appointment upon a 1 
monthly salary which amounts to five I 
hundred or upwards but is less than seven 
hundred and fifty rupees, !-- 30 (} 20 0 

I 
(2) All other por,.,ns doseribod in cl&ss I but J 

not assessed under any of the previous 
classes. 

.• 
Class VII. 

(1) All persons holding any appointment upon a 1 
monthly salary which amounts to two I 
hundred or upwards but is less than five 
hundred rupees. I f2 0 8 0 

(2) 
l-

All other persons described in class I but I 
riot assessed under any of the previous 
classes. J 

Class VIII. 

{1} All persons holding any appointment upon a.) 
monthly 11alary which amounts to one I 
hundred or upwards but is less than two 
hundred rupees. I 

0 }- 5 4 0 
{2) All other persons described in class I but I 

not assessed under any of the previous 
classes. J 

Class IX • 

. All hotel-keepers, lodging, boarding or eating or 
refreshment-bouse keepers and shop-keepers not 

-assessed under any of the previous classes 1 0 0 8 
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Class Half-yearly 
income 

I More than 21,000 
II 18,000 less than 21,000 

III 12,000 18,000 
IV 9,000 12,00J 

More than - 9,600 
v - 6,000 9,000 

7,800 9,600 
6,000 7,800 

VI 4,200 6,000 
VII 3,00J 4,200 

VIII 1,800 3,000 
IX 1,200 1,800 
X 600 1,203 

XI 300 600 
XII 150 300 

Half-yearly 
tax.-1930 

275 
225 
150 
85 

55 

2~ 
20 
10 
6 
3 
H 
! 

25 

18 
13 
9 
6 
3 
2 
1 
! 

With the enactment ·of the Professions T~~ox Limitation Act, the maximum. 
/ limit was reduced to Rs. 5~ per annum. Consequently a.U the above schedules 

had to _be revised. The rates in force in respect of all local bodies are a:~ showB 
below:-

Cl!\SS 

I 
II 

III 
IV 
v 

VI 
VII 

YIII 
IX 

H~~olf-yearly 
income 

Maximum 

More than Rs. 9,6 >O · 
• 7,80) 

6,00) 
4,200 
3,000 
1,800 
1,20C> 

600 
300 

but not more than Rs: 9,6)0 
7,803 
6,000 
4,200 
3,000 
1,800 
1,200. 

. 600 

Half-yearly · 
tax 

25 0 0 
18 0 0 
13 0 0 
9 0 0 
6 0 0 
3 0 0 

• 2 0 0 
1 0 0 
0 8 0 

(Note: Persons in receipt of incomes below Rs. 600 per half-year a.r&
not assessed to tax in the City of Ma.dras.) 

From April 1, 1950 the ·rates have been revised in confirmi~y with the
enhanced limit of R3. 250 in Article 276 of the Constitution, as shown below :-

I more than Rs. 18,000 125 0 0 
II 12,000 but not mJCe than Rs. 18,000 100 0 0 

III . 9,000 12,000 '/5 0 0 
IV 6,000 9,000 50 0 0 
v 4,800 6,000 25 0 0 

VI 3,000 4,800 12 0 0 
VII 1,800 3,000 6 0 0 

VIII 1,200 l,SOO 4 0. 0 
IX 600 1,200 2 0 0 
X 300 600 ·1 0 0 

{Note :-Persons in receipt of incomes below Rs. 600 per half year are no& 
assessable to tax in the City of Madras). 
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It will be seen from the above schedule that the rates haye been designed on 
a. progressive basis. The mir:.imum income on which the tax is assessed conti·, 
nues to be Rs. 600 per ann'lm, but this class now pays twice the tax which it 
paid before, that is, from Re. 1 to Rs. 2 per annum and people with incomes in 
the higher grades pay much more than they wet e paying before. For the City 
of Madras the minimum taxable inCGme per annum is Rs. 1,200 instead of Rs~ 
600 in the mufussil in view of the higher cost of living in the "city. 

508. West Bengal' Trade~ and professions are divided into a number of 
classes and are required to take out licences for carrying on their tra.de or profession 
on the payment of a fee fixed with reference to tl:e assumed average income of the 
class to which they have been assigned. Schedule IV of the Bengal Municipal Act,· 
1932, contains fJUJ' classes and the tax payable, which is also ba.lf·yearly as in 
Madras, varies from 4 to Rs. 400 per annum. The schedule is 'reproduced below : 

Serial No.-

Schedule IV. . ' 
(See sections 123, 182, 215 and 557) 

Classes Maximum half-yearly 
tax in rupees 

1 Company transacting business within the municipality 
for profit or as a., benefit society (not being a regis· 
tared cooperative society) of which the paid up ca.pi· 
tal is equivalent to :-

(a.) more than Rs. 10,00,000 . . 200 
(b) more than Rs. 5,00,00(but not more than 

Rs. 10,00,000 100 
(c) more than Rs. 1,00,000 but not more than 

· Rs. 5,00,000 50 
(d) Rs. 1,00,000 or less 20 

· 2 Merchant, Lanker, (not being a registered coopera· 
ti ve s~ciety ), money· lender, wholesale trader ,9owner or 

occupier of 'a market, bazza.r or theatre or place 
of public entertainment, broker or dalal in jute, 
cotton, precious stones, la.nded property, country 
produce, silk or other merchandise:-
wbose place of business is nlued under this Act, 
at not less than-
(a) Re: 100 per mensem 50 
(b) Rs. 50 per mensem . 25 
(c) Rs. 25 per mensem 12 

3 Commission agent, broker not 1ncluded in Serial No. 
2, architect, engineer, contractor, medical pra.cti· 
tioner, dentist, barrister, legal practitioner ; 
(a) in respect of whose income, inoome-ta.x is pa.yable 10 
(b) ii, respect of whose income, no income-ta.x 

· is payable 5 
4 Retail trader or shop-keeper, boarding-house keeper, 

hotel-keeper, lodging bouse keeper, tea·stall keeper and 
eating house keeper -
wholie plaee of business is valued under this Act 
at not less than 

(a.) Rs. 25 per mensem 8 
(b) Rs. 12 per mensem 2 
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It will be seen from the above schedule -that on comt'anies the tax is pay· 
able on the basis of paid up capital; in the case of merchant, wholes~~Ie trader, 
etc., it is based on ttJe annual value of their place of business. In this respoct 
the basis is the same as that for property tax. In ~the case of doctors, la.wers, 
engineers, oommission agents and cont~act?rs, ?tc.,. who really come under t.he 
category of professional persons, the ba.s1s 1s st1ll d1fferent. Those who pay ln· 
come tax pay only Rs. 20 per annum as prolession tax, irres~,Jective of the size 
of their income and those who do not p!i!y any income ti.x pay Rs. 10 per annum as 

- profestion tax. In the case of retail shop keepers, bDarding house keepers, etc., 
the assessment is, as in the case of merchants, on tha basis of the letting value of 
their place of business. . 

The Calcutta. City Corporation is g.werned by a different Act and has more 
or less aimilar system for the asse~smeut of profession tax, except that the tax 
is payable yea.rly and not ha.lf-yearly . as in the mofussil municipalities. Schedule 
VI of the Calcutta. Municipal Act contains 9 classes. The different classes pay 
annually as profession tax the r.wount mentioueJ against each in the table 
below:-

Class I Rs. 500 per annum 

II Rs. 2i0 

III Rs. 200 
IV Rs. 100 
v Rs. 50 

VI Rs. 25 
VII 'Rs. Hl 

VIII Rs. ' IX Re. 1 
It will be seen that in Oalcutta the maximum in respect of Class I is alrea.dy 

higher than Rs. 250 prespribad by thll Constitution. For a few trades and pro
fessions there is a fixel licence fee. For stevedores, tha fee is Rs. 100, for 
the keeper of a liquor shop the fea is the same as for Class IV. Similarly, com· 
mercia.! tra.vellors or dealers in precious stones are in Cla.sa V, whatever their 
status may be. Leaving aside a. few such professions, the rest of the trades and 
professions have been thrown into certain categories a.nd . each of these categC>ries 
is put into a higher or lower class according to their status, as indicated by the 
rental value of their· business premises ; and in the case of certain professions 
by the income tax they pay. In class I are put companies ~ith a registered 
e&pital of Rs. 20 lakhs or upwards; companies with a paid up capital of Rs. 10 
lakhs or more but less than R~. 20 la.kh11 are in class II ; companie3 with a pa.id 
up capital of Rs. 1 lakh or more but less than Rs. 10 lakhs are in class III; 
when paid up capital is less than Rs. 1 lakh in class IV. The classification of 
merchants is on the basis of annual value of premises They are in class III 
if the monthly value of the businesQ premises is Rs. 1000, in class IV if it is Rs. 
350, in class V if it is Rs. IUO. A shopkeeper is in class IV if the monthly 
value of his business premises is Rs. 350, in class V ii it is . Rs. 100, in class VI 
if it is R9. 80 in class VII if it is Rs. 15, and it is not in any of these classes in 
<Jla.ss VIII. Professional men, such as lawyers and doctors are put into twu 
classes, in clase V if they pay a.n inc•Jme tax of Rs. 2,00J or more and in class 
VI if they do not fall b class V. This follows more or less the lines of the 
Bengal Municipal Act. During the course of oral evidence in Calcutta, it W!H 

pointed out by some witD.et~ses that there was much scope fnr a.n increase of 
income under this head, particularly in- relation to professiona.l Olen like dOQton 
i!U<l l~Wfers, 
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All Union Boards in West Bengal levy what is called a Union rate, 
which is more or less in the- nature of a. ta.x on circumstances a.nd property 
of the inhabitants within the union. Persons who are assessed to less than 
half an anna a. month are exempt from the paymont of this rate. The 
maximum rate payable in respe'ct of any one person is Rs. 84 per annum. 

509. Uttar Pradesh. In Uttar Pr&desh the profession tax, levidd by certain 
municipal boards, is a.sses~d on the basis of the annual income of a.n a.sssesee 
according to a. prescribed scale o~ rates which are graded in a.n a.soending order at · 
certain percentages uf the tax-payer's income. 

510. Punjab. In the Punjab the profession tax is levied by district boa~ds 
and municipalities on the basis of .income. Trades and professions are graded on 
this basis and the tax payable is as follows:-

Animal income exceeding Rs. 300 . · 

but not exceeding Rs. 400 . 
exceeding Rs. 400 but not exceeding· Bs. 500 

exceeding Rs. 500 but not exceeding Rs. 600 

exceeding Rs. 600 but not exceeding Bs. 800 

exceeding Rs. 800 but not exceeding Bs. 1000 

e~ce~ding Rs. 1000 but not exoeeding Rs. 1300 

exceeding Rs. 1300 but not exceeding Rs.. 1500 

exceeding Rs. 1500 but not exceeding Rs. 2000 
exceeding Rs. 2000 but not exceeding Rs. 3000 
exceeding Rs. 300Q.•but not exceeding Rs. 4000 • 

exceeding Rs. 4000 

Rs. 
Rs. 

Rs .. · 

Rs. 

Rs. 
Rs. 

Rs. 

Rs. 

Rs. 
Rs. 

Rs, 

3 
6: 
9 

12 

15 

20 

25 

30 
35 
45 

50 . 
511. Madhya Pradesh. There is in this State a. ha.isiyat* ta:i: which is pa.y-: 

able by occupiers of builJiDgs or lands within the limits c.t the municipality, a.ccor• 
ding to their circumstances and property. PerilOus are assessed to this ta.x on what 
is known as the 'unit ~;ystem'. This system is quite peculiar to this State and is ' 
not to be found in any other Sta.te in India, The total amount to be ra.ised 
by the tax is first determined by the State Government on ari estimS.ts sub·. 
mitted by tho municipality through the Deputy Commissioner of the district; 
In making the assessment the following principles are observed :- · 

(a.) Persons who cannot afford t.:> 1•a.y 1:3 a.nuas per· yea.r are ex· 
empted. 

(b) Persons assessed in the lowest class a.re ola.ssed a.t fo~r 
units each.· 

All perSons hi the assessment list are then classed a.t four or 
illore units: · · · · · 

In determining the num bar of units a.t which each person· is to be cla.ased, re· 
gard is to be had not only to his relative tax-paying capacity but also his social 
position, the size of his family and the extent of his .proparty within the 
municipality. The maximum tax on any ona pers.::n is limited to Rs. 240/-a. 
Year. After every perbon has been classed, the total number of 'units a.ra -
added up, the approximate amount to be raised by the tax is divided by tba 
total number of units, the quotient is the value of one unit. .f!'rom this the 
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assessment of each person is ascertained by multiplying the value of one unit 
by the number of units a.t which he is classed. 

The Government of the State have issued a. circular letter to all local bodie3 
inviting their attention to the provisions of Art. 276 of the Constitution, under 
which they ca.n increase the rate of the tax subject to a. maximum of Rs. 250 
per annum· "in respect of any one person. 

So~e municipalities in Bera.r ievy. what is known as the 'Bales and Boja.' 
ta.x. 'rhis is a. ta.x on persons engaged in the c0tton trade. The basis of assess
ment is neither income nor circumstances and property. The tax is levied 
as follows-

For each boja of 392 lbs. of 
cotton ginned Annas 4 to Annas 6 
Fo:r: each bale of 392 lbs. of 
cotton pressed Annas 4 to Annas 6 

The rates vary from place to place but the method of assessment ia 
the same 

IV 

Recommendations. The above is a. general sur·vey of the position in regard 
to profession tax. Our recommendations as regards the futunf are given below:-

. 512. We have already suggested in a preceding paragraph that State 
Governments should advise local bodies within their jurisdiction, as a. few have 
already .done, th~t they should revise their schedules of profession tax in order 
to bring them into line with . the new limit of Rs: 250/ -permitted by the 
Constitution. We repeat that recommendation here. While we appreciate the 
improvement that will result from the raising of the money limit of the tax 
from Rs. 50 to Rs. 250 is much too low a. limit in the present day economic 
conditions and high· prices. As will be seen from the previous paragraphs, the 
State of Madras as long ago as 1922 fixed a maximum limit of Rs. 550 for 
profession tax in mofussll areas· In Madras City the limit was Rs. 700. 
Considering prices in 1922 and cJmparing them with \\"hat they are today. we 
feel that if Rs. 550 was a good· maximum limit then, nothing less than double 
this figure will do for conditions as they prevail to-day. Similarly, in Calcutta, 
the money limit is already Rs, 500. Also some district -boards in U. P. 
are realising as much as Rs. 20.)0 per head per annum in some cases. While 
we have no desire to increase the tax burden on the poorer classes, there is 
no reason why joint stock cJmpanies which, as managing agents in big cities, 
sometimes control several large industrial concerns, should be limited to pay
ing a ta.x of only Rs. 250 per annum, while the burden falls more heavily on 
other sections of professional and · business people. In view of the increasing 
tendency to industrialization of the country and the heavy fins.ncial demands 
which modern industria& and large business concerns make on municipal admiu
istration, we consider that the present limit of Rs. 250 is very lo\v and should 
be ra.ised substantially. Some wituesses s• ggested the raising of this limit to 
Rs. 2,500, but we consider that a. limit of Rs. 1000 would not be unreason· 
able. We do not think that the raising of. the limit to this extent wuuld 
have any effect at· all on the yield of Central Taxes ou income., 

513.- We recommend that wherever there is no provision in the Municipal 
or Local Board Acts for tha levy of profession tax, necessary provision should 
be incorporated. We are, however, not in favour of the tax being made com· 
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pulsory in the ca.se of all local bodies in India. It may be possible in the case 
of many local bodies po raise sufficient funds by the levy of tax and octroi (or 
terminal tax) ; in such case3 it may not be necessary to compel the local bodies 
to levy a profession tax also. -There should be no objection to their levying 
a profession tax in addition if they desire to do so. We would, however, like 
the State Government t·1 have powers to compel a local body, which is not 
leYying either house tax or octroi (or terminal tax), to levy a profession tax. 
We feel. that three major sources of revenue should be open to local bodies, viz., 
(I) the house tax (2) octroi (or terminal tax) and (3) profession tax. Unless a. 
local \1~ody is leyying at least two of these taxes, it will not have sufficient 
funds.\ We would, therefore, recommend the compulsory laYy of profession tax 
under he orders of the State Government only in cases where only one of the 
other two taxes, house tax or octroi (or terminal tax), is being levied:~ 

514. As regards the basis of assessment, we feel that the basis of actual 
income would be the ideal one (as it is at present in Madras) but the practical 
difficulties in the way of the adoption of such a ba.sis appear to U:i to be very 
great. We, therefore, recommend that local bodies· should have the choice to 
adopt all or any of several bas!s according to their c()nvenience and local 
conditions as at present. Where, however, income is easily ascertainable, 
as for example, in the case of the salaried classes, the income basis should 
be adopted, provided that the basis adopted for other classes secures justice bet
ween the salaried and the other classes. 

515: The adoption of the income basis gives rise to the following probleii1s:
tl) what the agency for assessment and collection should be ; 

(~) whether such agency should have the power to call for accounts i 

(3) whether such agency .ahould be in a position to impose panalties for 
false statements of the financial position ? · ~ 

As regards ~rban areas, we are of the opinion that the assessment and 
collection of profession tax should be d 1ue by the_ municipalities themselves .. We 
are ~r.Iso of the view that municipalitie3 should not~ have the power to call for 
aCCJUnts. 

So far s.s rural areas other than those covered by village panchayats are 
concerned, we think that ia view of the large areas to be covered, the agency for 
assessment and collection shouH be the Revenue Department. We should parti
cularly request State Governments to come to the assistance of local bodies in this 
matter. In areas where village Panchaya.ts are constituted, we think that pro· 
fession tax should be asE>igned to the par:chayats a.nd. should be assessed and col~ 
!acted by them. . In view of the very nature of village panchayats such as com
pactness of the area and knowledge of the status and financial position of one other, 
the question of calling for accounts and award of punishments for false statements 
does not arise. 
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LICENCE· FEES 

516. Licence fees are a source of considerable income to all categories of 
local bodies in every State. These fees are levied in order to recover the cost of 
supervision of certain trades and callings and for granting certain privileges which 
impose a special burden on the municipal services, such as the runnivg of brick
kilns and ho~els and the keering of cattle, horses, etc. 

517. Income. The tolal income of local bodies from such fees and licences 
in the vtLrious States in 1946·47 is given in the table below:-- . 

Income from Licences and fees of local bodies 
in the various States of India. 

Municipalities 
1946·47. 

State 

· Markets and i 

slaughter ::_s ___ · _j __ Other Li:=~=~-

' Income 
Percen· 
tege to 
total 
income 

Madras 22,66,186 6 
Bombay 11,'/6,014 3 
West Bengal. . 1,68,057 1.5 
Punjab. 26,447 .34 
Bihar 3,08,959 3 9 
Orissa. 38,233 1.73 
Madhya. Pradesh· 6,60,355 1.73 
Madras City. ,. 2,57,221 1.9 
Bombay City. 22,66,833 4 
Calcutta · · 16,04,519 4.2 

Figures for U.P:and Assam are :nat a.vailable. 

Incocme 

19.08,980 
2,99,157 
5,54,810 

88,823 
3,95,865 

~ .• 86,339 
4,35,405 
1,77,025 
9,30.365 
2,28,969 

Percent
age to 
total 
income 

5 
.8 

4.8 
1.16 

5 
39 
2.2 
1.3 
1.7 
.6 

It will be observed tha.t licence fees are of importa.nce only in the Corpora· 
tion of Calcutta. and mufussil municipalities in Ma.dras and West Bengal. Mar· 
kets and slaughter houses are of importance only in Madras (municipalities) and 
Calcutta. City. 

518. While ·by their very nature ~nly urban bodies are concern~d with the 
licences, there are also a few licence fees leviable by local bodies in rural areas. 
The following paragraphs contain a brief resume of the law and practice relating to 
the levy of licence fees in each State :-

(a) Madras : In the Madras City Municipal Act, 1919, a separate chapter 
is devoted to "Licences and Fees". (Chapter XII of part IV}. Section 278 exempts 
the Central and the State Governments from the necessity to take out any licences. 
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The followirg are the acts and. trades and ca.Uings whi"ch require the taking ou-t of 
a licence from the Corporatil}n :7 

(1) Keeping of lodging-houses, ·eating-houses, tea-shops, coffee-houses, 

(2) 

(3) 

(4) 

(5) 

(6) 

(7-) 
(8) 

(9) 

(10) 
(11) 

cafes, restaurant or refreshment rooms i 
Keeping of birds and animals i 
Use of municipal landing pla.ces and c.a.rt-sta.nds i 
Keeping of private cart stands ; _ 
Removal of carcasses of animals by municipal 'staff_ ; _ 
Running of industries and factories, put.ting any permiEes to the 
uses specified in Schednle VI ; ' 
Use of municipal wash-houses and bath-houses ; 

Use 9f municipal slaughter houses;· 

Starting private slaughter·hotlses i 

Sale of milk : 
Fees collected in markets;-

(i) for the nse of or for the right to expose goods for sale in 

(ii) 
(iii) 

market; 
for the use of sliop stalls, pens, or stands in such markets , 
oa vehicles or pack-animals carrying, or on person brin~ing, 
goods for sale in such markets ; · 

(iv) on animals brought for sale into or sold in such market ; 
. { v) for licences to biokers, commission age~s. weighmen . and 

measures practising their calling in such market. 

(12) Licensing of priva.te markets i 
(13) Carrying on the trade of butcher, fishmon'ger or po_ulterer ;_ 
(14) Use of places for the disposal of the dead. 

The Corporation has got plenary power under sub-section (2) ~f sa,~ion ·365 
to fix the rate of licence fees in respect of all these cases. · · 

In tbe Madras District Mtinici}alities Act 1920, the IJToviE>ilns 1ega1ding th 
le,·y au1 collection of licence fees a1 e ~imilar to thot e in the City Municiral ct, 

l!Jl9. The fees are to be laid down by the Municipal Council. 

(b) Bombay: In the City of Bombay, the licence fees that are leviable 
are shJila.r to those in Madras with the addition of the following :_ 

(1) Hawkers 

. (2) Use of skill in handicraft or rendering secvices for purposes of gain 
in public place or street i 

(3) Surveyors and plumbers. 

The fees are fixed by th~ Oorpora.tion. Wbil~ there is a tax on advertise_· 
ments in the Oity of Madr&s, in Bombay City advertisements and sky signs are 
licensed._ The provisions of the City of Bombay Municipal Act. 1888, in regard to 
licences and fees have been incorporated in the Bombay Proviuci a.l Muninicipal 
Corporation Act, 19'5(), under which the municipal boroughs of foont~o s.nd 
Ahmeda.br.<l ha.ve been constituted into City Corporations, 
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The Jist of fees and licences in respect of mofussil municipalities in Bombay 
is not so long or exhaustive as in Bombay City or in the Madras district munici· 
palities. The Municipal Boroughs Act, 1925 mentions the following:-

(1) Projections. 
(2) Markets and slaughter houses. 
(3) Dairies and ~a.ttle E>heds. 
(4) Lodging houses. 

The District Municipal Act, however, OJntains a. specific re!erence only to 
markets and salughter houses. , 

(c) West Bengel, Casos in which licences have to be taken out under the 
'Calcutta Municipal Act al'e ~E>nerally the same as in Pombay and Madras. In 
addition, the tax on trs.de!l, professions and cal!in~R and scavengin~ tax on certa.in 
specified trades an 'cal!ings are levied and collected in the form of licence fees. 
Ucence fees on dan~erous and offensive tradeR, horses and cattle, sheep and 
goats, private marketfl, ~lu~ter·houses, butchers, melas, fairs and dairymen are 
leviable .. under the Bengal Municipal Act, 1932 by municipalities in West 
Bengal./ 

(d) Uttar Pradesh. The list of licences a.nd fees under the U. P. Municipalities 
Act, 1916 is not so exhaustive. The lice.nsed trades are cinema.!!, vehicles, 
Flaughter houses, markets and shops. 

(e) Punjab. In Punjab the licences issued a.nd fees levied therefor by 
municipalities under the Punjab Municipalities Act, 1911; are on danl!erous and 
offiensive trades, cinemas, slaughter house!!, fairs, festivals, vehicles plying for 
hire, hotels, lodging houses a.nd markets~ 

(,f) Bihar. The position in Bihar under the Bihar a.nd Orissa. 1\Iunicipa.l 
Act, 1922 is analogous to that in Bengal. Municipalities a.re empowered to issue 
licences and charge fees~ therefor ih respect of danWlrous and offensive trades, 
horses and c!l.ttle, m'l.rkets and sh'lp'!, slaughter h'luse:; and sale of milk 
and drugs. 

(g) Madhya Pra,,esb. The list of licences and fees ha<=~, we understand, 
been recently enlarged and is more or less the same as in Madras. 

(h) Orissa. In Orissa the position is analogous partly to that in Ribar and 
partly to that in Madras. 

(i) Anam. Undr the Assam Municipal Act, 1923, municipalities in that 
state can levy fees and rents in l'espect of public markets, private markets, food 
and drugs &nd factories and trades. 

( j) Rural Boards. There are in a few States certain fees and licences 
leviable by rural boards, such as nistrict boards; local boards and pancbayats. 
Village panchayats in 1\fadras have been empowered to issue licences ard levy 
fees therefor unier the Mad1as Village Parchayats Act, 1950, in respect of 
markets , public ha.ltirg places and cartstands, !'langhter houses, industries and 
factories. · Simi!ary. panchayats in Bihar can Jsvy fees in respect of markets and 
fairs under the Bihar Pancbayat Raj Act, 1947. Janapada Sa.bhas in Madhya. 
Pradesh can levy fees in respect of markets, factories ~nd cartstands under the 
C. P. & Berar Local Government Act, 1948. District boards are also levying 
sand and quarrying fees and also derive appreciable income from Ql&rkets ~~;nd fairs, 
ca.ttle·shows, etc., especially ill the Punjab. 
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519. General observations. We are of the opinion tha.t markets and 
slaughter houses should generally be self·supporting. We would refer in this 
connection to the observation of the Biswas Commission tha.t ''the duty wa.s imposed 
on the Corporation of augmenting the income from the markets a.s a. satrree, in im· 
porta.nce potentially next only to the C·)nsolida.ted rate." We think tha.t while the , 
endeavour should be to make the markets and slaughter houses a. remnaera.tive 
enterprise bringing a.n appreciable net income to _the local bodies, in no case should 
the investment of capital and the recurdng expenditure on maritets a.nd sla.ughter 
houses be a. burden on the local revenues. The State Government sheuld issue 
instructions tfl the loc!lol bodies to this effect a.nd from time to time see tha.t this is 
done whenever the account or budget of a body or the audit report comes up for 
review. 

. ~ 

520. We received evidence from representatives of both municipalities a.nd 
district boards in Bengal that the municipalisa.tion of .private ba.ats and baza.rs, 
which are at pre;ent under the c mtrol of Zfltmindars, would result in a. substantial 
increase in income. We would refer in this C)nnection to a. proposal which 
the Government of Madras are considering,· namely, to vest the monopoly of 
opening markets henceforth in municipalities and pro hi bit by legislation the 
opening of private markets. We reccommend that other State Governm~nts 
should consider whether such a. step would be feasible. 

521. As regards licence fees, there have been 'quite a large ~umber of cases 
in which the schedule of fees is very .. old. The cost of regulation and supervision 
of the trades and activities licensed mu~t in many cases have increased 
considerably ewing to rise in prices, resulting in the payment of increasad salaries 
au] Jdarness allowances etc. to the executive· staff. We think that the sc&le 
qf t~v~ various licence fee3 levied by m'l\nicip1lities sh·mld C)me .in far a. regular 
periodical review, at least once in three or five. years. 

522. So far as the fees for individual items are concerned it is not posible 
for us to make any reccommendations. We would only reccommenc1 that the ra.tes 
fixed should be adequate to cover the cost of re~ulatii"Jn and -supervision of the 
trade or activity licensed. In actual practice it may not be pos&iple, as 
pointed out by the C Jm'Ilissioner of the Ma.dra.s City c1rpora.tion to a.pportion the 
expenditure on general administration to each inlividua.l head. But a.n a.ttempt 
should be ma.de to keep proform1o acoJunts in rela.tion to receipts a.nd expenditure 
of the licensing branch ana to. ensure that these ba.Iance each other. Where, 
however. there is a. separate Lincece Dapa.rtment, a.s in the Calcutta City C1rpora.· 
tion, the expenditure on that departmsnt sh·mld not entail -a net ch&rge on the 
general funds of the local body. . · . · . 

523. · A licence fee, by its very na.ture, is different from a. tax. In evidence 
the quest on whether the power to licence could be used a.s & ·power of ta.ution 
so that the proceeds cJuld be & s1urce of net income t'l the loc&l bodies ha.s been 
raised. It will be clear from the following extracts from two judgments of the 
Madras High Court that it would nut be proper to levy licence fees as & mea.ns 
of taxation or source of revenue:-

''x x x x but that a tax is not tbe sa.me a.s a. licence fee 
is clear from the fact tba.t no permission has to be obtaiDed before 
the tax becomes payable and the tax is not paid for such permission, 
whereas the licence fee is payable in respect of a permission which 
is iranted by the Corporation x x x x x x x x". 
''x x x - x I am sa.tified that taxes e&nriot be treated as being 
in the ume ca.tegory &1!1 licence fee u•der the Act. x x x x x x 
:f3e~~jsle-y J. h~s helCl th&~ the fees &re leviable ~~os COP~Jlansa.tioll to 
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the Coporation for the expenses incurred in the issue of licences 
and the general regulation of the trades and other occupations which 
are licensed and there must be some relation between expenses and 
the amount of fees leviab.Ie x x x ;x x x x x x x x x" 

''x x x x the fee income must be more or less proportionate to 
the trouble and expense incurred by the Corporation in issuing 
licences and in controlling trades and other matters for which licences 
are issued x x "¥- x.'' (Mr. Justice Phillips) 

''I agree with the finding of the learned Judge on the Original Side 
that the power given by the Ma.dra.s City Municipal Act to the 
council to levy licence fee cannot be used :as a power of taxation x 
X X x." 

"x Ji x x then we must say that as a whole . the fees charged by 
the Corporation must not be very much in excess of what the duties 
cast upon them and their staff in c1nnection with the licences cost 
them x x x x x x. '' (Mr. Justice Reilly) 

(Judgement of a Division Bench of the Madra.s High Court in 
Original Side Appeal No. 71 of ·1928-The C3rpontion of Madras 
versus Messrs. Spencer and Co., Ltd .•. Madras). 

This distiudion between a licence fee and a tax must be carefully noted. A 
licence fee is levied for regulatory purposes and for recouping municipal expen5es 
incurred on such regulation. The Courts would be entitled to interfere in the 
case . of licence fees if they are harsh or unreasona Lie. The plea. of unreasonable· 
ness would, however, be barred in the case of taxes. If a proper scrutiny of various 
licence fees levied in different States is made, it would appear that some of the 
trades, professions, callings or occupations which are subjected to licenca fees may 

. be more suitably made the objects of a profession tax. This would enlarge 
this source of income to the maximum per head permissible under the 
Constitution. We recor8mend such a scrutiny and the change in the method 
of this imposition, wherever suitable. 
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TAXATION OF RAILWAYS 

524. Difficulty of valuing railways for local taxation. Railway proper~y 
presents special features to which the ordinary principles of local taxation do not 
apply. Railways in India are now almost entirely owned and managed by the Central 
Government. Co11sequently the question of local taxation o{ railw:~.ys gets involved 
with the question of taxation o{ Government property. Moreover, the property of a. 
railway administration lies in the territory of mora than one State and, for this 
reason, is subject to more tha.:1 one set of laws governing local taxation. Not only 
this, but even within the E.ame State, railway property lies within the jurisdiction 

of several local bodies, each of which has different classes and rates or taxation and 
different methods and machinery of assessment. The Ca.lculaMon of 'net annual 
value', which is the basis of local taxation, becomes a task of considerable difficulty 
in the case of railways. The railway undertaking is never let, it is very seldom, if at 
all, the subject of any contract or transaction of the nature of letting (or even of sale); 
and there is no other property resembling railway!J in such a 'vay that it could be 
U!<ed as a comparative standard for estima.ting its value. 

525. Railways Act, 1890. The earlier Railways Acts of 1854 and 1875 
contained no provision as to the taxation of railways by local authorities, 
but municipal taxes were levied in many provinces before the Act of 1890 
was passed. Meanwhile, guaranteed and State Railways in Bengal were specifi· 
cally exempted from cefses by means of·'a. notificatisn issued by the Government 
under tbe Bengal Cess Act. 1880, and a similar exemption was granted in some 
other provinces. The Indian Railways Act. 3.890 specifically dealt with the question 
of local taxation in section 135, which runs as follows :-

"Notwithstantar:ding anything to the cont;ary in any enactment, 
or in any agreement or award based on any enactment the following 
rules shall regulate the levy of taxes in respect of railways and from 
railway administrations in aid of the funds of local authorities, namely:-

(!) A railway administration shall not be liable to pay any tax in 
aid of the funds of any local authority unless the Governor· 
General in Council bas, by notification in the official Gazette, 
declared the railway administration to be liiLble to pay the tax. 

(2) While a. notification of Governor-General in Council under clause 
(1) of this section is in force the railway administration shall be 
liable to pay to the local authority either the tax mentioned in 
the notification or, in lieu thereof, such sum, if any, as an officer 
appointed in this behalf by the Governor-General in Council 
may, having regard to all the circumstances of the case, from 
time to time determine to be fair and reasonable. 

(3) The Governor General in Council may at any time revoke or 
vary a notification under clause (1) of this section. 

(4) Nothing in this section is to be construed a.s deba.rring any 
railway administration fr::>m entering into a. contract with any 
local authority for the supply of water or light, or for tha sca.· 
veuing of the railway premises, or, for any other service which 
the local authority may be rendering or prepared to render with· 
in any part of the local area under its control. 
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• 
(5) ''Local authority" in this section means a. local authority' as 

defined in the General Clauses Act, 1887, and includes any autho
rity legally entitled to or entrusted with the. control or manage
ment of any fund for the maintenance of watchmen or for the 
conservancy of a. river". 

526. The Indian Ta.:z:ation Enquiry Committee commented on the above 
l;ection in the following terms:- _ 

"The Government can, by refusing to issue a notification under sub· 
section '(1) to section 135, prevent the imposition of any new tax on a. 
railway by a local body. They can, by :revoking an existing notifica
tion under sub-section (3), 'exempt any railway area from the operation 
of any particular tax, or of all local tues that are being levied. ThaT-
can further, under sub-section (2), have a fair and reasonable charge 
substituted for any specific tax. The railway company have also 
power'to enter into a contract with a local authority for payment for 
any service. What the Government of India have no power to do is 
to prescribe methods of determining what is fair and reasonable or to 
decide in cases of dispute what is a fair contract payment for a parti-
cular service •••..•.••••• " * 

527. Enunciation of policy in 1901. In a ldtter issued by the Government 
of India. in the Public Works Department No. 20-RT dat,ed the 7th January. 1901, 
they explained their intention in enacting section 135 in the folluwing terms :--

''The subject of the Legislature \Vas not to relieve railway administra
tions altogether from liability to local taxation, but to obtain control 
over the demands on railway administrations by municipalities and 
other local a.uthori.ties. It is necessary to see that railway administra
tions are not unfairly exploited for the benefit of local authorities. But 
there is no reason why they should not pay for such specific services 
in the shape of water supply, scanvenging, etc., as may be actually 
rendered, n~r why they should not, like other holders of property with· 
in the area~ administered by the various local authorities bear their 
fair share of the general taxa! ion imposed for purposes by which they 
dir~?-ctly or indirectly bmefit." 

It will be seen tha.t the Government of India, for tbe first time in clear and 
authoritative terms, accepted the principle that railw<1ys should bs taxed not only in 
respect of specific services rendered t,J ~hem, but also in re3pect of indirect services 
rendered 'by local authori.tities. 

528. Declaration of Central Government's policy in 1907. · The next im· 
portant step was the issue of Notification No. 9977 dated the 29th November, 1907, 
which runs a.s follows :-

"In persuance of clause (i) of section 135 of the Indian Railways Act, 
1890 (IX of 1890), and in supersession of the notification Gf the 
Government of India in the Puhlic Works Department, No. 270, 
dated the 12th June, 1890, and No. 136, dated 5th April, 1893 the 
Governor-General in Council is pleased to declare that e~·ery railway 
administration in British India shall thereafter be liable to pay in. 
respect of property within any local area, every tax which may law· 
.fully be imposed by an!/' local authority in aid of its funds, under any 
law for the time being in force.'' 

This notification was even more emphatic in its terms than the previous olte 
of 1901 a.nd its effect wa.s to place railway administrations upon exactly the 
sa.me footing as private residents of municipal a.rea.s, in respect of liability to 

· •Paragraph 459, page 326 of the Report of- Indian Taxation Enquiry Committee, 
Ig:zs. Vol. 1. . 
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municipal taxation, subject to the sp:cial procedure provided in accordance w:ith 
sub-section {2) of section 135 of the Indian Railways Acts, 1890. 

529. Change of attitude. The issue of the notification of November 1907 
caused great concern to the British Railway Companies ·which were then working 
most of the railways. They pointed out that:- · · 

(1) where the valuG of property was the subject of assessment no definite 
principles for ascertaining the rateable value were laid down, although 
the question was one of great complexity, and had in fact been trea._t· 
ad in the most diverse manner by individual municipalities, and 

{2) where the value of property was not the basis of taxation, the diffi
culties of assessment and the uncertainty as to the amount of taxation 
constituted an even greater evil than .the previous one. 

. They also objected to the appointment of a prov:incial government officer as 
arbitrator under sub-section (2) of section 135. Usually, Commissioners of Divi
!:iions were so appointed. They felt that such. an offioe.r could not be an impartial 
authority. 

The existence of more or less self-contained railway colonies in some places 
further complicated the matter. In these colonies the railways provide many of. 
the conveniences afforded by the municipalities, such as wa.ter·~:~upply, coservancy, 
and iu som9 place3 even road3 and lighting. The railway administrations objected 
t!) have such colonie:> iucluded within the municipal limits for purposes of taxation 
a.nd to paying for municipal services which they did not use. 

Generally sp~aking, the result over a series of years was that while in some 
cases applications for the levy of general taxation were admitted, the Government 
of India issued fresh notifications under . .section 135. only in cases where the local 
authority was able to convince them that some service was actualiy being rendered. 

530. Government of India Act, 1935 and aftet. In the meantime the 
policy of nationa.lisation and state management of railways was in operation and 
the status of railway properties cbaQged gra.Jually to thafl' of Guvernment properties. 
When the Government of India Act, '1935, came iutu force on 1st April; 1937, 
further restrictions were imposed by section 144 which exempted the properties 
of the Central Government from?.rovincial or iocal taxation, subject. to the proviso 
that properties which were liable to taxation before the commeneement of the Act
were to continue to be so liable until a Federal Law en~(:ted a. provisi~n to the 
contrary. The effect of this was that :-

{a) an existing tax could not be varied from what it was on 1st April; 
1937; •. . . 

(b) no enhancement was possible even.. if the. railway premises were 
enlarged or the area added to ;. and '· 

(cr the right being subject to withdr~wal or modification at any moment. 
. if'the Central Legislature thought fit, was of a. precarious character. 

531. Railways (Local Authorities Taxation) Act, 1941. With the enact
ment of the Government of India. Act, 1935, no Government railway property not 
taxed at the time could be subjected to local taxation under a. notification issued 
under section 135 of the tndian Railways Act: 1890. Such property could only be 
taxed uudar a Ce:1trallaw enacted after the coming into force of the Act of 1935. 
{Section 135 of the Indian Railways Aot is still in force .and would presumably 
apply to local taxation of non-Government railways everi today). To provide for 
such ta:tation the Central Legislature enacted the Ra.iiwa.ys (Local Authoriti'es 
Taxation) Act, 1941. Under section 3 of. this Act, the liability of a railway 
administration for locaf taxes does nbt. arise untiL the Central Government, by a 
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notification in the Official Gazet.te, deelares a railway administration to be liable to 
pay a specified tax to a. specifiedmunicipality. The Central Government have the 
power to vary or revoke any notification alreadr in fo.rce under section 135 of the 
Indian Railways Act, 1890. They have also the power to oppoint an Arbitrator to 
decide' the actual amount payable in any individual case. 

So far the Act proceeds on the lines of the Act of 189J, but it g•l6S further 
and, to a certain extent, revokes of the official declarations of policy of 1901 and 
1907, by laying down that the amount payable by way of local taxes is to be deter· 
mined with due regard to the sl!rvice to the railwaya and all the relevant circum· 
stances of the case. This is not to be found in the Act of 189J. For the first time, 
the principle of a definite quid pro quo as the raison d'etre of paying a local tax 
has been specifically emphasised and embodied in & statute on behalf cf the railways. 

532. The position taken today by the Ministry of Railways of the Govern· 
ment of India is summed up in the following communication from the Railway 
Board (No. F. 42/TX 17/15 dated the 5th December, 1942) :-

" •.•..•• ; •.•• The Central Government cannot concede the criterion .....• 
that the railway administration should pay municipal taxes on the 
same basis as any individual tax-payer for the enjoyment of the 
general henefits conferred by municipal authorities and not necessarily 
in proportion to the benefits derived by the railwa.y administration 
nor do they agree that the analogy between the Provincial Govern· 
menta and the Railway Administration is responsible both under 
sectiou 135 (1) of the Indian Railways Act, 189J, (Act IX of 189J) 
and under section 3 (1) of the Railways (Local Authorities Taxation) 
Act, 1941 (Act XXV of 1941), the power to impose tax on railway 
administration vests only in the Central Government and it is there
fore entirely for them to decide under what circumstances the tax 
would be j'r.stifiable. Their policy in this matter is generally envi
saged in sact10n 3 (2) of the Act of 19H itseH, Vtz., that the tax will be 
in consideration of the services regarded and the relevant circum
stances of the case." 

533. It will be seen that the insistence is on service rendered and no liability 
is accepted for general taxation. In relation to services rendered, the arrangement 
in force in Madras, and possibly, in some other States also is roughly as 
follows::-

(1) ·Water and drainage tax. 

(a) where a railway administration derives no direct benefit-one
third of the tax. 

(b) where a railway administration derives only partia.l benefit
half of the tax. 

(c) where railway administration derives full benefit-full tax 

(2) Scavenging tax. 

(a) where a railway administration has made efficient arrangemt<nts 
of its own for the da.ily removal and disposal of rubbish, filth, 
etc., from its premises-no tax. 

(b) where tLe railway a.Jministra.tion ha.s ma.da efficient a.rraoga· 
menta for removal of filth etc. but where the local authority 
is responsible for its final disposal-one-half of the ta.x. 
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fs) Lighting tar., 

(a) where the railway administration does not take power 
from the local authority for lighting its_ premises and where 
the roads leading to the Railway Station are not lit by the local 
authority-no tax. 

(b) where the railway administration does not take power from the 
local authority for lighting its premises, but the roads leading 
to the railway station are lit by the local Q.utbrity-half 
the tax, -

(c) where the railway administration takes power from the local 
authority for lighting its premises-full tax in addition to tha 
charges for energy consumed, · 

53 t. The position under the present Constitution. is the same. a<J under the 
Government of India. Act, 1935. The existing taxes Il}ay be continued but no 
fresh taxes or enhancement of the rate of an existing tax or the levy -of taxation 
on a new building constructed after the coming into force of the Constitution would 
~e .~rmissible. The Goxernment of India have, however, admitted increased 
liability due to revision of the a.nnu!l.l value of property ll.lrea.dy subject to , 
taxation*. ~ 

. 535. This QU"ls~irm was discuc;c;ed by the Committee with the represent&· -
~n·cq of the Ministry of Railways of the Government of India.· at the meeting held 
In Ne~ Delhi on the 11th/12th June, 1949. A note outlining the position taken by 
the Railway Board in regard to local taxatirm, which was submitted to the Local 
Self·G~vernment Ministers' Conference in 1948, was sent to the Committee as 
~onveymg the views of the Railway . .Board in the matter. A copy of this note 
I~. attached as appendix (No. V) to this repJrt. The note d.ea.ls with the previous 
history. of the question of _local taxation of railway properties and in referring to 
the policy governing the enactment of section 135 of the Indian Railways Act, 1890 
quot.es the f~llowing extract from a report by Major Tem~le, (who was placed on 
special -iuty In 1890 to go into the whole questioc) as defining the policy of the 
Government of India on the question of local taxation of railway :-

''T o permit municipalitie3 and local authorities to ta.x railway ad· 
ministrations only so far as to recoup themselves reasonably for the 
cost of services rendered to the administration ; to prohibit the levy 
of any taxes which are not ra.ised for services to be directly rendered ; 

• not to assess railway property on its ra.teable value only." 
There is no reference in the note to the subsequent declarations, of 190_1 and 

1907 of the Government of India, (which we have already quoted) in which liability 
for general taxation was admitted by them. A reference is also made to the 

recommendations of the Indian Taxa.tion Enquiry C,mmittee, 1925 in the foll~wing 
terms:- ·· 

"They (the committee) have clearly stated that in ma.ny . cases, '!here 
the railway admininistra.tions have provided self-contamed ra.llway 
colonies, the loca.l authorities a.re levying taxes which cannot be con· 
sidered reasonable. They have also pointed out that there are cases 
in which municipa.lities attempt to include within their limits railway · 
colonies which have been provided with the civic amenities long before 

. •Letter No. Fill. 45/TX 17/6., dated the 2':ith May, 1945 from. the Secretary, 
Ra1lway Board, Railway Department, Government of India, New Delhi• to the Secretary, 
to the Government of Bengal, Public Health and I.ocal Self-Government ~epartment, 
:tdllnicipal Branch, Calcutta. · 
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the constitution of the local authorities themselves. ThePefore, they 
have stresEed that "services rendered" should be the criterion for tbe 
payment of loca.l taxes. They recommended that ra.ilwa.y buildings 
and land'3 sbcmld be assessed a.t fixed percentages on their cost accord· 
ing to particular classes of buildings and properties and that parma.· 
nent way a.nd bridges should be altogether exempted." 

536. It is true that so far a.s railway col mies are concerned the Taxation 
Committee dwelt on the services rendered as a. p:>int to be taken into oonsideration. 
But so far a.s the general question is c1ncerned what the Todhunter Committee 
actually recommended for adoption was the Bombay system to which we make a 
reference later. The stress which is supposed to have been laid by -the Todhunter 
Committee on 'services rendered' is not so apparent as the note in question seems 
to ma'ke out. 

In subsequent pa.ra.grapbs the note ref~rs to section 154 of the Government 
of India. Act, 1935 and the statutory immunity created thereunder as also to the 
passing of the Railway (Local Authorties Taxation) Act, 1941, in which undoubtedly 
stress is laid on payment for services rendered. In the concluding paragraphs it 
is pointed out that railways are exempt from local taxatbn in foreign countries 
and also enjoy a. privileged position in the United Kingdom in which they pay only 
25% of the local rates. We will deal with these points in detail later on. The question 
of exemption'of railways from local taxation in foreign countries is dealt with 
balow. 

537. Through the courtesy of the British Information Service, New Delhi, we 
have been able to obta.in detailed information regarding the rating of railways in 
Great Britain. A memora.ndum, specially prepa.red for this Committee by Mr. 
A.Endicott, Chief Estate and Rating Surveyor, British Railways, is a.tfa.ched as 
appendix (No. VI) to this report. It will be seen therefrom that, while it is true 
that railways in Great Britain pa.y rates to loci! a.uthorities on only one-fourth of 
the net annual value of their properties, ther9 is this funda.menta.I difference that the 
three·fourths relief is not retained by the railways but is· required to be paid iuto 
funds out of which rebate~in carriage charges, etc, are given to specified classes of 
g10ds and traders. This privileged position is part of a derating scheme which 
applies to some other industries also and i~ not peculiar to railways. 

538. We also tried to obtain information about the practice in this matter 
in other countries through the International Union of Local Authorities. We are 
indebted to them for the survey which they have prepared for us regarding tbe 
taxation of railway properties in certain western countries. A copy of this survey 
is als'J reproduced a.s appendix (No. VII) to this report. The position is summa· 
rised below :- · • 

Canada. There are two major railway systems, the Canadian 
Pacific Railway which is privately owned a.nd the Canadian National 

· R!!.ilways, which are owned by the Federal Government. The privately owned 
Canadian Pacific Railway system is subject tl) normal municipal taxation on its 
buildings including stations within municipal limits. The Federal Government 
owned Railway, the Canadian National Railway, being Crown property, and there· 
fore not subject to municipal taxation, under the British North America Act, pays 
an amount in lieu of taxes which, generally speaking, although not in all cases, 
is roughly equivalent to what it would be paying if It were assessed at the normal 
tax rate. 

. · France. Railwa.y property i• subjeot to general 'l.nd special local tuea. n 
is also subject to the land tax as h is of a revenue yielding character. 

·U.S. A. American railroad11 are owned by private ~nterprise and a.re I'IJll:t 
jeo' 'o full local t~xes. · · 
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Netherland!. Thsra i3 no general e~emption of railway proverty from 
loc:1.l t!l.uticm. It d3pm·h 011 the loo 1l a1~h lr~tie3 wbJther tb ~sa proplrtie3 are 
exempt from their taxes or not. In this rest:ect municipalities are entirely auto· 
nomous. In many cases, however, the municipalities have decreed that Govern· 
ment and Railway properties should be taxed. 

!lelgium. The properties of the National· Railway Campanies are free from 
local taxation. The same applies also to objects and personnel directly used for 
the construction of railways. 

It will be seen f~om the above review· that, with the exception 'of Belgium, 
the position in Western countries is in favour of loc!!.l taxation of railways, rather 
than otherwise. 

539. Present system of assessment of railway -properties. Owing to 
the fact that ~ssessment of railway properties i<~_ made bY, each local bodies for the 
portion of the railway undertaking within its jurisdiction according to its own laws 
and system of -assessment., there is no uniformitv in regard to assessment of rail
way properties throughout the cnuntrv By wav of illustration, the systems pre· 
vailing in the three cities of Madras, Bombay and Calcutta are described below:-

(1) Madras. Railway buildings and lands are assessed on their cost basis. 
The annud value is worked out at 6°/o of the estimated market value of the land 
and the estimated cost of erecting the buililing at the time _of assessment: les3 a. 
deduction for depreciation Mt exceedin~ 10% of the cost of the building. Machinery 

_and furniture are excluded from V3luation for purposes of municipal assessment; 
(2) Bombay. Prior to 1937 ra.ilway properties were being assessed on a. 

comparative basis, having regal'ding to th~ level of rents for simia.Jar properties in 
the respective localities e.g, offices, workshops, residences, etc. The Indian Taxa.· 
tion Enquiry Committee, which examined the methods adopted by Ioca.l authorities 
throughout India for purposes of valuation of railway properties, in 1924-25 
recommended the Bombay system for general adoption. The system then in force 
is described in the Report of the-Committee* as under:- .. _ 

(1) '• AU buildings, such as railway stations, gnoiJ-;3, engine, carriage and 
other sheds, si~nal boxes, godowns, . etc • used for carrying on the 
traffic of the railway, at 6 per cent. on the cost of the buildings and 
land. 

(2) Workshops and necessary offices connected with the_ working, at 
6 per cent. on thEr cost of buildings and lands. 

(3) .Offices used for general administrative purposes as distinguished 
from offices connected with the working of stations, at the amount for 
which such offices might reasonably be let to the public. · 

· {4) Residences for railway employees, including such portions- of 
the railways a'3 may be used for residental purposes, at tJle sums 
at which such residental quarters might reasonably be let without 
l'egard being bad to the building cost or rents actually paid by the 
railway employees. 

(5) Lands under rails and sidings, lands used for sorting, stacking or 
for similar purposes, at 5 per cent. on the actual value of the 
land a.t the time the rent is fixed. 

This method is however no Ion"er in force. · From the year 1937-38 railwa.y 
properties in Bomba; are asse~sed on "'the profit basis. The Bombay Municipality 
is not satisfied with the change. It says that when profits a.re less, the railways 

*Paragraph 466, page 331 of the Report of the lll<li!lll T~xllotioll Enquir.,.- Committee 
~92~, Volume l· . · ·- · 
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claim to be assessed on the ''profit basis", and when they are more they claim to be 
assessed on ,"service basis" namely, the basis on which actual services are rendererl 
by the Municipality as agains~ those provided by the railway for themselves. 

Th~ Municipality points out that while during the war years the profits made 
by railways increased very considerably,, tbe tax payable by the railways to 
the ·Municipality diminished in spite of an increaRe in the rate of J!eneral tax, 
For instance, the amount pavah]e by the G. I. P. R&ilway upto 1936·37 when 
the rate of general tax was lll%, was Rs. 5,59,~53 and hv the B. B. & C. J. 
Railway R!!. 4,58,719 per annum. But from 19H-45 to 1948-49 during 'vhich 
period the rate of general tax W!!.B increased t() 14!%, the tax paya.hle by the 
G. I. P. Railway was Rs. 3,79,963 per annum and by the B. B. & C. J. Rly 
Rs. 2,89,197 per annum. The muni::ipality further p()ints out that these amounts 
are fixed on the ba.sis of a.wards by a.rbitrators appointed under the Act of 
1941, against which there is no appeal nor do the arbitrators give the details 
of the calculation on the basis of which the amounts are arrived at. -

(3) · Calcutta R llli n~ stoolt and machiner v are not assessable to local 
taxa.tiou. L!!.nds, builoin~q and structures including bookstalls, refreshment 
and retiring rooms and structura.l parts of workRhops are valued under section 
127 (b) cf the Calcutta Municipal Act., 1923. The present cost of these struc
tures less deprecia.t.ion and the present va.lue of the lands are taken as the 
basi!~ a.nd 5~ of thi~ sum is to.ken as the annual va.lne for the purpose of 
applying the C'>nsolid'l.teo rate there'ln. Residential quarters let out to railway 
servants on rent a.re separa.tely va.lued under section 127 (a) of the Act, i.e., 
on the rental ba.sis and, in that case, the fair rent a.t which they can be 
expected to let less 10% is taken as the a.nnual value. But, if such quarters 
are occupied rent-free they are assessed a.long with other ra.ilway property 
under section 127(b) of the Act as set out above. 

540. British system of valuation of Railways : In view of the fact that 
the Indian system of~ Iooa.I taxation of ra.ilwa.ys was originaUy ba.sed on the, 
English system in so fa.r as it was a.pplicable tf) conditions in this couutryt 
it would be interesting to know what the British system was and wba. 
changes have been ma.de therein from time to time to meet the peculiar condi 
tiona of railways. Prior to the enactment of the Railways (Valuation for 
Rating) Act, 1930, railways "'ere valued in accordance with the Parochial Assess
ments Act, 1836, upon an estima.te of the net anuua.l value of e<J.ch part within 
a parish. . The net annua.l value was a.rrived at by the adoption what is 
known as the 'profits' principle. This principle is that a tenant would give 
a.s rent a sum equlll to the receipts from the property less the expen:,es of 
earning them and less the ordinary profit which be would expect. The further 
problem of estima.ting wha.t a tenant would lJay for the portion of railway within 
any given pa.rish was still more ba.ffling. For what could a. tenant would pay for 
a mile of trunk li ne, if he were precluded from makiPg any use of the rem~•
inder ·of the system? But tbe English Courts laid down that althongh .i~ 
was the value of the particular portion within the parish which was t:J be 
ascertained it was proper to take into a.ocount the fact of its connection with 
the portion outside the parish. On the other hand, the value of a.ny portiun 
of the undertaking outside the pa.risb must be excluded. , 

541. The Royal Commission on Local Taxation, in their report dated the 
28th May, 1901 made the following recommendation:-

"The plan of making independent valuations of small sections of each 
railway cannot, we think, produce entirely satisfactory results and we, 
~4erefore, now proJlDS8 that a Centr!!;l 8;nthority should be appointed, 
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, whose duty it should be to value each railway as a. whole a.bd to 
allocate the valuation thus obtained between the varirms rating areas. 
Besides being much simpler than the existing system, this plan would 
we think, entail lass expenditure upon valuation and appeals, by both 
railway c::>mpanies and local authorities, and would also secure that 
different railways and different parts of railways should be valued on 
uniform lines." 

The comments of the R1y&l Oommidsion extracted ab::>ve apply mutatis mutandis 
to the olnJitions prev&iling irl India. b-day and w.:>uld ssem to require siaula.r 
treatment. 

542. This question was further examined by the Department Committee 
on LJc'l.l Taxation in E~Giand and Walas, who, in ·their rep::>rt dated the 3rd 
March, 1914, made the following unc1nimous recommendation:-

''Special properties, such as railwa.ys, cB.nnals, tr&mways, ga.s, 
water and electricity uuderta.kings, whether comprised within one 
parish or not, should be valued a.s a. whole and, where necessary 
apportioned bJtween the various parishes concerned.'' 

It m \Y b1 p::>intsi out b 1ra th'Jot the pa.rochia.l 'system described above was 
not in force in Sc::>tla.nd, wlnre the system of valuing. ra.ilwa.ys as a. whole 
and than a.ppJrtioning th1 tot!lol va.lue among the rating a.re3o and the parishes 
was in force since 1855. A similar system W1U in force in Irela.nd since before 
the prsent century. 

Even though the principle of valuing railwa.ys. a.s a. whole was accepted it 
took a. long time for it to be placed ob. the statute book. 

543. The purp::>se of the Act of 1930 is to provide for the railway here· 
ditamants to be valued upon which loc!lol rates c::>uld be levied. This Act is 
concerned with valuation only and not rating and, mJre::>ver, with the valu&• 
tion of e certain class of hareditamant. A raihva.y heredit~~oment is defined 
in the Act as any haredit'Jome 1t occupied for the purrnse of the undertaking 
of a. railw<~.y compl.ny, but it does not include a dwelling house, hotel 
or place of public refreshm'3nt or premises so let out as to be capable of 
B3puate assessmaqt. In relatbn to such pre!llises the ordinary rules of loc&l 
ax:ation apply and n')t th'3 procedure prescribed in the Act of 1930. Such premises 
txist also in cJunection with railwcJoy undertaking~ in India and should be treated 
similarly. 

• 5U. Under the Act of 1930 ·there are thros sta.gas in arriving at the net 
annual value of a railway hereditament:-

(1) · The first stage is that the averaGe net receipts of the undertaking as 
a whule for certain Specified years are ascertained. The meaning of the term ' 
'uot receipts' is defined-in the Act. 

(2) Next comes the estimation of the net annual value of the railway 
uuJertaking as & whole. This is a task of some difficulty, as it means estim· 
aLing the rent at which the railway hereditaments might reasonably be ex
pecteJ to let as a whole from year to year. 

(3) The third stage is the apportionment of the net annual value between 
hetindividua.l hereditaments. This is done in accordance with the . apportion· 

run9 t scheme described in section 1~ of the Act. 
The Act sets up a Railway Assessment Authority, which is concarnod with 

the prepa.rapiou of the R~ilwa.y Valuation Roll every five years. On this a.utho· 
rity local bodies are represented. T joca.I a.uth0rities also have a. certain right 
of representation a.nd appeals aga.inst the valuation roll.' 
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5±5. The Local Government Act. 1948. The Local Government Act 1948 
repeals ·almost all the provisions of the Act of 1930 including those relating to 
the Railway Assessment Authority and pt·escribes the payment of certain amounts 
in aid of local authorities to be apportioned by the Mini_ster of Health in 

• accordance with certain rules. 
We in India. have not yet arrived at a stage when the procedure laid 

down in the English Local Government Act of 1948 ·could be adopted. Railway 
Valuation Rolls for· at least three · or four qainquennia. must first 
be ptepared, as they were in England, before the amounts to be paid by rail
ways in aid of local authorities could de standardised. 
• 546. General Recommendations. The system prevailing in India is v;hat 

might be called the 'r.arachial system' as it prevailed in England prior to the 
enactment of the British Railways (Valuation for Rating) Act, 1930. We are 
of the opinion that until the system of local taxation of railways in this 
country is rationalised and railway_ undertakings considered as a whole it 
will not be possible to secure any worth while improvement in the existing 
p::>sition. The reluctance of the Railway Board to relax the restrictions in regard 
to taxation of railway by l0cal authoritit>s is apparently based on the app· 
rehension that with so many taxing authorities, each applying its own system 
and method of assessment, the railways would be exploited for thE! benefit of 
local revenues. · We are not in a position to mako d•JtaileJ recommendations 
regarding changes in the systom of l,Jcal taxati.m of rail ways in the country. 
But we are statisfied that the pre:>ont lack of uuiformiLy and piecemeal valu
ation should go. An Act of Parliament should prescribe the principles of valua
tion, taxation and apportionment. If an authority like the former English 
Railway Assessment Authority is set up for administering these provisions, 
it should be so constituted as to secure adequate representation of local bodies. 
Local bodies at present have no right of appeal ag.J.inst the awards of arbi· 
trators appointed by the Government of India under the Railway Acts. This 
right should be conferred upon them and a tribunal cJnstituted under parliam· 
entary authority for hearing such appeals. The liability of railways for 
both general and service taxes should be recognised as in the notification of 1907. 

54 7. The stress now laid on payment for services rendered as a. criterion 
for· local taxation is, in our opinion, not justified The point has been 
gone into the great detail by two Arbitrators appointed by the Government 
of India in disputes as regards municipal taxation between the Bombay l\funi· 
cipality and the Bombay Railways. Tbe first award is by Mr. W. R. Tennant, 
I. C. S., dated 22nd December, 1937. The second is by Sir Sajba Rangnekar 
dated 9th December, 1948 in connection. with a second dispute between the 
same parties. Both the Arbitrators held that the determination of local taxa
tion on Hhe 'services rendered' b3.sis is unsound. As this point is still being raised 
(vide the Railway Board's note to which reference has been made above), we con· 
sider it worth while to give relevant extracts from these :-

Extract from Mr. Tennant's award:-
''lt has been held that, as Municipal taxation is essentially a levy 
for services rendered or amenities provided to the citizens, it should 
be possible to fix the levy on railways on the value of services 
actually rendered. The idea seems an attractive one, but the trouble 
is that there is no accurate measure of most of the ~:ervices 
rendered. The only services are which accurate measure
ment~ are possible are the metered services such as water, 
gas and electricity (if supplitld by the Municipality). The Munici· 
pality supplies in addition roads, street lighting, hospitals, schools, 
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drains and other sanitary services and municipal improvements. 
None of these is ca.pable of acc'ura.te measurement. It is 
true that the Railway as-a. corporate. body does not use the 
municipal schools or hospitals ; but neither do private corpo_ra·:. 
tions such as banks, importing firms, etc., which .~are municipally 
rated for their office premises. The staffs of ·these corporations 
undoubtedly uqe these services but they pay taxes .for them as 
individual hou~eholders. · More)ver, a large-part of the Bombay 
Municipal· expenditure goes in improvement schemes ; _ aud these 
scheme have certainly attractel population to Bombay thereby adding 
to the -Railway traffic both passenger a.nd goods. A progressive 
municipality therefore, renders il. real though totally incommensura•/ 
ble service to the railways . by prov.iding an attractive city for 
residential and business purpose3, On. the other hand, Bombay · 
w11uld never have attained its prese~t size and commercial 
importance had it had no railways ; but no one can say what is . 
mutually owed by the one to the other. Moreover, the railways owe 
much of their traffic to the migration to the suburb3 started in 
pl<~.gue years but continuei. and fostered thereafter by an enlighten~d. 
policy of suburban development both in the north part of the Bombay 
island and in the adjacent parts of Salsette. Enough, I think, bas 
bean said to show that the mutual services are real but mostly incom" 
mensura.ble ; and therefore the determination of local taxation on 
the 'services rendered' basis is an .. utopian idea for· Bombay, It 
has real merit, however, in other places where railway station and 
tracks are not inters'persed throughout the municipal, area.. but 
are merely two contiguous circles intersecting only to a very slight 
extent, and where the municipal services are themselves sc!lontly and· 
of little practical use to the rail wa.ys." · · 

Extract from Sir Sajba Rengnekar'.s raward :-

"Under Section 61 of the Municipal Act, ·it is clear that the duty ol 
the Municipality iH to provide for the services mentioned in that 
Section, and the Section does not say· in terms that it is the duty of 
the Municipality to render service to the owners or occupiers and 
other citizens in Bombay.· Short of physically compelling the 
ra.ihvay employees to go to the Municipal Hospital for instance or 
to send their children to a Municipal School, one cannot say that 
when Municipal Services are open to every one in the City of which 
they can take the full benefit that the railway employees do not get
the full beuifit of the services when they reside within the 
railway area. The municipality has provided . drains and drainage 
works, public latrines, urinals, etc., water is supplied, agency .for 
scavenging and removal and disposal of excrementations and filthy 
matter, refuse, etc.,-..is provided, there .is a. provision for reclamation 
of unhealthy localities there is a provision for obnoxious vegetables 
etc. cemeteries and grave-yards are provided i there is ·provision for 
redstration of births and deaths, places for vaccina.tion are provided 
measures are taken for preventing and sprea.ding of dangerous diseases, 
there are public hospitals and dispensaries, markets and ·slaughter 
houses, there is ·a. provision for reclaiming dangerous streets, fire. 
brigade is there, dangerous buildings are removed ; cot1struction of 
public streets and roads and their lighting is there i streets are 
named, premises are numbered; there- are Municipal Schools 
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a'ld also Municipal Offices. How in the face of all this-does it lie in 
tho mouth of the R3.ilwc~oys ts RIJ.Y that no service are rendered to 
them, passes ·my comprehension." 

548. Some apprehension is felt that on a cumulo method, such as that 
recommended above, the biggar local bodies would stand to lose. It is difficult 
without any data. to say whether this appr.ehensiun is or is not justified. We 
only hope that such will not be the case. If our main proposal is accepted, it 
should be possible to safeguard the interests of the bigg_er local bodies by giving 
them respre3entation on the authority which would be responsible for perparing the 
details underlying the scheme. 
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TAXATION OF GOVERNMENT PROPERTY 

549. Local ta.xa.tion of rail ways has been dealt with in the preceding 
chap!er. This chspter deals with the taxa.thn of Government property other 
than rail \\"'ays. 

550. Prior to the enactment of the Government of India Act, 1935, the 
posi1 hn as regards local ta.xa.tion of both Provicial and Central Government 
pr.1perty was g JVerned by the Acts, regulating the . constitution of local bodies. 
'l'he practice was Mt uniform. Certain Central ·Gevernment properties raid local 
taxes and others did not. Even Provincial .Government ·properties in some provinces 
were exempt from taxation, in othel'3 they paid conoossional rates and in some 
others they paid local taxes at fulL rates, ,as in the case of private properties. 

551. Section 154 of the Government of India Act, 1935 raised the problem 
of exemption of Government properties in a pointed form. It was worded as 
follows:-

"154. Property vested in His Majesty for purposes of the Govern· 
ment of the FdJera~i n sh1.ll, s1ve in S'l far &!I any Federal L1w may 
otherwise prvvide, be exempt from all taxes imposed by, or by any 
authority within, a province or acceding State : 
Provided that, until aqy Federal Law otherwise provides, any 
property so vested which was immediately before the commence· 
ment of Part III . of this Act liable, or treated as liable, to any 
such tax, shall, so long as that tax continues, continue to be liable, or 
to be treated as liable thereto." 

55:3. The same position is cJntinued in Articte ~85 of the Constitution of 
India which runs as follows : 

"(1} The property of the Union shall save in so far- a.s Parliament 
may be law otherwise provide, be exampt form a.ll taxes imposed by a 
State or by any authority withen a State. · 
(2) Nothing in clause (1} shall, until Parliament by law otherwi~;e 
provides, prevent any authority within a State from levying any tax 
on any property of the Union to which such property was immediate· 
ly before the commencement of this Constitution liable, or ·treated 
as liable, so long as that tax continue.i to be levied in that State." 

It will be noticed that, under the· proviso in clause (1}, Parliament may 
permit local taxation of Union property which is not at present paying any such 
tax. No amendment of the Constitution is necessary for .such permis&ion. In 
the case of railway property only a notification by the Government of India is 
enough, But in relation to non-ra.il'o"ay property local taxation not levied at 
preseLt can only be levied by a.n Act of Parliament. It seems desirable to put 
fresh taxation of non-railway Union property on the same level as of railway 
property, 

553. During the course of the evidence ·taken by the Committee much 
dise~tisfaction wa 3 expressed with the pre3ent position which, it was said,, was 
caus!Dg heavy losses to local bodies. State Governments seem to be unammous 
in supporting the view that there should be a. change of ·policy in regard to this 
h:nportant matter, Th«i! Committee also discussed this que~tioQ with represente.tivElq 
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of certain departments of the Central GJyernment at the meeting held in New 
Delhi on 1 Uh J una, 19 !9. ~tress was latd • by the Cen~ral Depa.rtJ?ont.s on the 
legal positi0n whic~, it w~s satd, was not pocuh!Lr to Indta. ?ut preva.tled 10 other 
countries also, irrespective of .. the fact whether the constltutwn was federal or 
unitary. • ··~ 

554. It has, there1ose, become necessary to ascertain the position in other 
countries in rdga.rd to this matter. Through the courtesy of the Ministary of 
Externa.l Affairs, Governmet of India., much valua.hle informa.tion on this subject 
has been obtained. A memorandum prepared at the request of this Committee 
bv the International Union of Local Authorities dealing with the position in 
Western countries, the United States of America and Canada is attached as an 
appendix to this report. 

555. The information received .as summarised below would indicate that 
the same problem which confronts India is 01" has been present in almost all other 
countries in one form or another. No uniformity of practice is discernible. 
Generally speaking; in most countries the property of the Central Gov.arnmenl; 
is not taxable. Despite statutory or customary exemptions many such countries 
have, however, provided for the payment of taxes 'or payments in lieu of 
taxes on their property. Some have limited their payment to certain types of 
novernmeut prcperty. The nature of the financial and Governmental interrelation
ships between the Central and local governments have had an important bearing 
upon the nature of the solution arrived at. In addition, it is understood that in 
Australia, ·New Zealand and the United States of America, the matter is under active 
consideration at the present time. Because fiscal and governmental relationships 
between the central and local governments vary widely throughout the world, the 

Bolution adopted in one country cannot be rea.dily transla.ted to the problems of 
. another. This is particularly true when o<:mtrrstin~ a unitary State with a federal 
State and it is even true V{ben contrasting one federal State with another. None 
the less it is worth looking at the practice of a. few countries which have attempted 
to adjust ~he matter. 

(a) United Ki.igdom. In the United Kingdom, Crown property is not legally 
. subject to ta.xation by the local authorities, but this exemption is a mere technicality 
· as the Central Government makes payment to the local authorities equivalent to the 

local rates in respect of all its real property. The procedure is worth noting in that 
the Treasury retains its own valuing officers who assess the property in consultation 
with the local authorities. An additional feature is connected with tho~e national
ised p~:operties which' do not pa.y rates direct to the local authorities .. Such a case 
is that of the National Electricity Commission. This type of national property 
pays an equivalent to the sum of all local taxes on an its property into central 
fund common to all other nationalised properties of this type and out of this fund 
payments are made to the local authorities on an equalization basis. Although 
the United Kingdom has in effect granted full taxes on its property, it' has felt it 
necessa.ry to retain the right to make its own assessment. This is a point which 
is especially worth emphasizing in relation to taxation of Central Government 
property in India. 

(b) United States of America. In the.United States of America, dating 
from a judgement of Chief Justice Marshall, it has been judicially interpreted that 
the property of the Federal Government of the United States is exempt from taxation 
br St~te ~nd local8overnments, exempt as otherwise rrovided br Congress. The 
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United States situation in regard to Federal rel~~otionships is one which is more com
parable to India than any other. However, the problem under discussion is much 
more complicated in that country, because of the much larger undertakings of the 
Federal Government in certain fields and its vas~ holdings in connection :with its 
ownership of the public domain, national forests. and its large housing and soil 
reclamation and conservation projects. Several Acts have be:3n passed by Oongress 
providing for payments in lieu of local taxes. In the case of strictly Governmental 
huildings, such as post offices and custom houses, there is no local tax whatever· 
but there is considerable agitation to permit the Government to make a payment 
to the locality in lieu of tax for municipal services. Organisations such as the 
Tennessee Valley authority pay, under le~islative provision, & certain percentage 
of their revenue to local governments affected. Although the United State bas 
made many concessions to municipalities, they are 'far from having achieved a 
comprehensive treatment of the problem. 

- ' 
(c) Canada. The legal position in re.~ud to the Iia bility of Federal Govern-

ment property to taxation is unequivocal. Section 125 of the British North America 
Act re!!.ds 'No l!!.nds or property belonging to Oa.na-ia or any province snail be liable 
to taxation." The practice, however, is more liberal than the legal position. 
Although protected from taxation by law, the Federal Government have made 
several crmcessions in the matter of paym~mt in lieu of taxation where special prob
lems have exh•ted. The Oity of Ottawa, the Federal Oapital, receives large sums of 
m"lnev on accrmnt of CJncentration of Fe-ieral proparty within its b:mndaries which 
neces~itate additions to municipal services. For almost the same reasons, liberal 
pavments have been made to the municipalities of Halifax and Esquimalt. In 
addition, the court.!! have held that ta.'xes for water are, in effect, not taxes but 
Fervico char~es, and, in conRequence, are payable br the Federal Government. 
In ~eneral it m:w be said that the Government has met· some of the problems 
ariRing out of its 'tax exempt' position in respect of its real property by:-

(a) making an a·nnual grant ; 

(b) payment of service charges ; 

(~) ·payment of local improvement charges ; 
- . 

(d) payment of the entire c1st, or a. pntion therelf, of na.ds required 
for its own use ; 

(e) providing in such instances as harbours and military oamps, its own 

services fighting, policiog, water mains, etc. 

(f) providing fur payment of taxes by the lessee by standard provisions 
in its leases v;rhen propedy is let on a. ren~al basis: 

(g) a. wi<le variety of adhoo deals and arrangements. While these pay· 
mente have all been made on on ex-gratia.. basis.- the Federal 
Government have moved away from the position of complete exemp· 
tion granted to it under the British North America Act All such 
payments and gt·ants have -been made on individual basis and not 
on related principle. It is understood that the question of system
atising these payments is under the cJnsidera~bn of the Federal 
Government. -~ 

(d) Australia. In Au~tralia, the c:Jnstitution exempts the 0Jmmonwealth 
from paying rates on l~nqs owqed by the Oommonwea.lth, q_n~er section 114 of thQ. 
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Commonwealth of Australia Act. Because of the numerous factories and other 
properties erected by Commonwealth during the War .the position bas been modified 
somewhat as follows :-'-

The Commonwealth has not surrendered its legal rights under the constitu. 
tion. Any payments based on the principle of general rates are regarded as being 
strictly ex-gratia payments only. A payment as the equivalent of rates is not paid 
where the property is used exclusively for Comm1nwealth purposes, such as de· 
partmenta.l offices, p:Jst offices etc. Payment is mada for service3 rendered such 
a.s water, sewage, electricity and road construction. Property belonging to or 
occupied by the Commonwealth let on a rental basi!', generally includes in the rent 
an amount equivalent to the rates and such n.tes are paid to local authorities. 
Leases of Commonwealth property for a period of one year or more provide that 
the lessee should pay the equivalent of rates ordinarily levied and failing such pay• 
menta, the le3see shouJd pay to the Commonwealth an additional rent equivalent to 
such rates. Where an ex·gratia pa.yment as the equivalent of rates is proposed, the 
amount of such payment is determibed after discussion between the Commonwealth 
and the rating aut.hority having regard to:-

(1) the value of the property, improved or unimproved in accordance 
with the usual practice of the ra.ting a.uthority concarned. 

(2) any services or amenities provided by the Commonwealth, such u 
roads, lighting, water, sewage, etc. 

(3) the services to be rendered hy the rating authority for the payment 
of that amount. 

The question of the payment of rates on the property leased to the Common
wealth is governed by, the terms and conditions agreed upon between the land alld 
the Commonwealth, as the lessee. 

The policy of the Australian Government would appear to be, therefore, to 
preserve its immunity c under the Constitution, to make payments for specific 
charges, to Dlake payments in connection with certain of it extra·ordinary govern· 
mental activities and to prevent its shtutory immu'lity being used by lessees of 
its property to escape taxation. 

(e) New Zealand. All lands vested in the Crown and actually occupied by the 
Crown are exempt from local body rates. In addition to minor statutory variation 
from this position, the government has accepted liabiility for normal local authority 
rates on all occupied residental properties provided by it under its housing projects. 
It does not accept liability for payment of rates on the la:1d acquired for development 
during the period of development, but rates commence to aocrue as from the date 
of occupation by the tenant. Houses built for and occupied by departmental 
officers are not rate .. ble. On lands acquired for de w-elopment, for rehabilitation 
and settlement of servicemen, full rates are paid during the period the lands are 
held by the government. On lands required for development for civilian settle· 
ment purposes, the Crown does not pay rates. With regard to all properties on 
which the government does not pay rates, it pays chuges for services by way of 
water supply, electricity supply and refuse re-m'lval S9rvices where such are uti· 
Jised. It does not, however, pay a feas for the disposal of sewage through tne 
common drains of the local authority. Government owned corporations such as 
the National Airways Corporation and the Ba.nk of Ne\V Zealand pay full local 
rates. Certain government departments suoh as the Government Life Insurance 
Office and State Fire and Accident Insurance Office do not pay rates. There is 
a persistant demand from local authorities that all state tra.ding undertakin~ 
ehould J>&Y rate~. -
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(f) Denmark. In Denmark ever since 1933, a Public Facilities Tax has 
been payable on all real. property belonging to the Danish Government not. used 
for agriculture, hotticulture. and forestry, nor leased, and the Royal cat~tles a.nd 
places. It was recognised that a special charge should be paid on the property in 
question as a contribution towards ~he municipal expenses for the maintenance, 
sca.vening, lighting, etc .•. of the etreets and roads. The charge is levied in the same 
way 11os ordinary municipal charges on real property but only half the rates nor· 
mally levied as ·municipal land tax and building tax on ordina.ry properties of the 
municipality are pa.id on the government properties. The ma.in feature of this 
arra.ngement would seem to be that although the Danish Government has reco· 
gnised that it has a responsiblity in connection with its property in relation to 
the municipal financial situation, it is something less than full responsibility, to 
be ex>~.ct, fifty per cent. of full responsibi~ty. 

(g) Ireland. In Ireland, property owned or occupied by the state is not 
legally ratea.ble. Nevertheless, sta.te·owned properties are valued like other similar 
property and the state makes an ex-gratia contribution equal to the full rates on 
that valuation to the local authoritiy. Where property is occupied by the State 
as a tenant the owner who dra.ws the rent from the state is liable to rates ca.lcu· 
!able on the special valua.tion fixed at half of the rent. In such cases the state 
does not make a contribution towa.rds the ra.tes to the local authority except when 
the rates at the half rent are not equal to the rates on the ordinary va.luation. 
The pra.ctice of Ireland would seem to follow closely that' of the United Kingdom, 

556. Arguments against local taxation of Union Property, The a.rgU· 
menta genera.lly ma.de to support the exemption of Central Government 
property are :- .. • 

(1) It is impossible theoretically to conceive of any property of a. per~on 
who is not represented, or whose interests a.re not represented in any particular 
organisation, to allow that organisation a right ad tnfiniturn to levy any tax upon 
the property of such persons. It is a principle contrary to the principles of natural 
justice. As there is no representative of the Central Gotrernment on local bodies, 
they cannot be permitted to tax Central Government property. 

(2) The ta.xing authority of a local body is derived from a law· ma.da by the 
local legislature, the legislature of the States. It is quite impossible for the 
Centre to know what particular source of taxation, which ha.s been made over by 
the Constitution to the State legislature, will be transferred by such State legis· 
la.ture to the local authority.· Consequently, not knowing what is to be the nature 
of the tax, what is to be the extent of the tax, it is impossible to expe'1t the- Central 
Government to submit itself to the authority or the local body. 

(3) There is a cert.ain amount of reciprocity in the matter which it is un· 
desirable to disturb. State Governments are exept from Central taxation under 
Article 289 of the Constitution. So a.Iso are profit-making concerns of local bodies 
exempt from income tax in respect of income arising from the supply of a comma· 
dity or service within the jurisdictional area under section 4 (3) (iii), of the 
Indian Income Tax Act. Several local bodies would suffer heavily if they were 
deprived of the existing concession. 

(4) The benefit to a, municipality from the presence of Government pro· 
party compensates for the a.dded cost of municipal services. This argument is 
supported by several studies which have been made in the United States of 
America. and which have shown that property tax rates in communities in which 
public property is concentrated are not higher than those in which it is absent.' 
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(5) Government property is used for promoting the general welfare of the 
country and consequently should be exempt. For welfara reasons the municipali
ties exempt property of religious. educatiunal and charitable institutions. These 
institutions also· to some extent provide services which otherwise would have to be 
maintained by GevernmeLt. Tax exemption_ in these cases is also a. subsidy b 
the country a.s a. whvle, for the benefits from such institution-s in many cases are 
as widespread as tho~e from Gover~ment. . 

557. Arguments in favour of local taxation of Union property. 
Arguments in favour of taxation or payments in lieu of taxation in res
pect of federal property are based largely on the change of circumstances which has oc
curred durivg recent lears. In the early years, the property involved was negligible 
and in the main consibted of legislati\·e and administrative buildings. The increased 
activity of the Central Goverrment durirg the War in recent years and particularly 
the adoption of a policy of nationalisation and state trading bas brought with it 
increased property holdings by the Central Government. What is more important 
is that the nature of the property bas altered considerably to include properties 
used for purposes which could be definitely considered as commercial or profit-mak· 
ing. As a result municipalities and others point to these revenue-producing properties 

· which, if they were in private bands, would be taxable. It bas been much easier 
to demonstrate a tax l•lSS in connection with commercial enterprises operated by 
the Government than to make such a case in c1nnection ·wi!jh legislative or adminis
trative buildings or properties. However, even in connection with the latter, 
municipalities have been pointing out that these, taken in conjunction with the 
growth in holdings of other types of property such as defence establishments, haYe 
often resulted in a heavy concentration of tax-exempt government properties vdth
in the bcundaries or certain municipa.lities, as in New Delhi. It is argued that 
the existence of tax-exempt properties within tl1e municipal boundaries throws an 
added burden upon the balance of tax paying property and is discriminatory in 
effect and when such property is unduly concentrated the resultant tax loss bas 
serious effects on municipal fina~cial arrangements. 

558. The princi pM that a tax will be paid only if it is proved that a service 
is rendered and that the onus of proof lies on the local body O(Jncerned, is funda
mentally unsour:d. No tax-payer can take such a position and if he went to a euurt 
of law be would lose his case. The Government a.lone can take it because of its 
statutory immunity .. It is difficult to measure to a nicety the exact service 
rendered to each Central Government building. One could only put negatively or 
measure the ·inco11venience which would be caused by the absence of the civic 
amenities which are provided by the local body in tbe neighbourhood· We have 
dealt with this argument more fully in connection with taxation of railways. as this 
plea has been advanced by railways quite frequently and has even been given 
statutory recognition. 

559. General Observations. The above review serves to bring out two 
points:- -

. (1) the statutory immunity which Union Govervment property enjoys from 
local taxation is not a. peculiar feature of the Indian Consitution, but is to be found 
practically in every oountry. 

(2) in other countries, while the statutory immunity remains, in practice a. 
contribution is made to local bodies by the Central Government in lieu of such 
taxes. Such contribution is p:~ad~ after taking into consideration the rate of tax. 
at the time of making the contribution. In India. this practice bas not been adopt~ 
ed but an a.~ificial date line has bean fixed beyond which no further cla.im to local 
taxation is admitted. 
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Not only is new Union Government property exempt trlrom local taxation, 
but' existing properties pay only the rate of tax which was in force prior to 
April 1, 1937 and no liaility for any increase in the rate of the tax is admitted. 
It is held, that an increase in the rate of an existing ta:K is tantamount to a. new 
tax. The Federal Court decided not long· ago that· under Section 154 of the 
Government of India Act; 1935, buildings constructed by the Government of 
India after April 1, 1937 on requisitioned lands are also exempt from payment of 
municipal taxes. · • 

560. During our investigation of this question we were necessarily led 
to enquire what the position of State government properties was in relation to 
local taxation. 1 t eeemed to us that we could not make any recommor1dation 
relating to Central Government properties without· making it applicable to 
St!!.te government ·properties also. We find that the position with regard to 
State gwernment porperties is not uniform. ,.In some. States there is no privilege. 
and State gwernment properties are treated in the· same manner as. pt<ivate 
properties. But in others some classes of State Government property are either 
exempt from local taxa.Lion or pay a. concessional rate of tax. Under the general 
powers which the State Government have got of exempting from local taxation any· 
cl<~.ss of property, they have exempt~d certnin classes of State Government 
properties. We feel tbat State governments must first divest themselves of any 
privilege that they enjoy in the matter of local taxation before they can ask the 
Central Government to give up its legal privileges in this matter. \Ve, therefore,

·recommend that State Government properties should be subject to local taxation 
as t.hey are in most of the States. Where State Government properties are not 
liable to local taxation und<Jr the Acts constituting local bodies, the Acts should he 
amended to provide for such taxation/ If this liabilty is accepted, there should 
be no ol:jection to an independent machinery for valuation of Government 
property. Such properties should either pay the ta.x in full or full contdbution 
in lieu thereof. 

- 561. Having thus cle!l.red the ground in so far a"s State Government 
properties are concerned, we are in a better position to ~eal with Union Govern· 
rnent properties, while such properties may continu-e to enjoy legal'immunity 
from local taxation, the Union Govert.ment should adopt the practice of other 
Governments and make a. contribution to local bodies in lieu of such taxes. Tha~ 
contribution should not be limited by any artificial date line as 1st April, 1937 
under section 154 of the Government of India. Act, 1935. The contribution 
should be calcnlated with reference to the ra.te of tax prevailing at the time of 
assessment and not with reference to the rate of tax on the date of comieg into 
effect of the Constitution or any such artificial date. There may be certain classes 
of properties such as millitary, naval and air force establishments which 
may be exempted fi·om general taxes imposed by local bodies, but even these 
classes should not be exempted from the pa.yment of service taxes. .All other 
classes of properties should be subject to both ganeral and service taxes of local 
bodies, irrespective of the date on which such properties were constructed. In 
reg:ud to valuation of these -properties, we recommend that the procedure 
previling in England may be adopted i.e., the valuation may be done by a special 
machinery cnnstituted by the Central Governmsnt .. Once the valuation is fixed, 
t?e rate of tax will be that prevailling. in the locality in which the property is 
s1tuated at the time of assesment. 

5G2. We would bring out one ·particular point in regard to valuation of 
official residouces. It bae been represented to us that such valuation is made 
on the basis of the concessional rent paid by Government servants (in which 
the cost of land is not taken into account) and not on the Q.a.sis of 'reasonable rent' 
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as provided in t be lllunicipal Acts. This actually ·results in serious 'losses to 
municipalititJs. We consider that in this matter also the privilegg claimed 
may be withdrawn and the law allowed to take its ootirse. 

563. BettermEnt {us c;n Central Government property. Another 
.question in connection with local taxation of Government . property arises 
regarding the levy of betterment contribution by local bodies on the properties 
of the Central Government in their jurisdiction with reference to the increase in 
the value of such properties as a result of a town planning scheme. Betterment 
fees, are, in some cases, levied by Improvement Trnsts in this country and also 
by Municipalities where they act as the Town planning authority. In law, 
no distinction is made with regard to liability to betterment fee between properties 
owned by the ~>tate and tbo:.e owned by an individual. We, therefore, 
do not think that there iR any reason to treat the property of the Central Govern
ment different from other property in this matter. Should, however, there be 
any constitutional or other objection to the payment of betterment charges in the 
form of taxes or fees, an equivalent contribution should be made in lieu of the fees 

,as is done, for example, in Canada.. 
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TAXI\TION OF PORT TRUST PROPERTIES 

564. As in the cas$ of pNp~rtv behnging ·t'l r&ilways, the valuation of 
property vesting in the P.1rt ·Trusts in the three cities of M&dras, B1mbay and 
Calcutta. for the purposes of municipal taxation presents special features . 

. Properties vesting in the Port Trusts comprise a bewildering variety of structures, 
such as wharves, docks, quay sides, the determination of the annual value of 
which for purposes of rating is a highly complex job. It ·is not possible to deter. 
mine the annual rent at which such structures could reasonably be expected to 
lot, as such holdings are never let and so no compa.rison with similar structures 
is possible. Apart from these problems, though the Port Trusts are now ad
ministered by the Central GovernmJn~, the method of valuation and assessment of 
their properties is not uniform, owing to the fact that before commencement of the 
Government of India Act, 1935 the Port Trusts were administered by tbe provin. 
cial governments concerned and were subject to provincial legislation. This 
naturally led to divergences in the three cities both as regards the basis of assess· 
ment and tbe extent of concessional treatment, if any, to the Port trusts. In 
order to facilitate a proper understandil'g of the problems, the law and practice 
relating to the valuati"n and assessment of propertie·s vesting in the Port Trusts 
of Madras, Bombay and Calcutta. are explained in the fqllowing paragraphs. 

565. As the Bombay and Oaloutt~Jo Oorp1rations expressed considerable diss!l.t· 
isfaction with the way in which the proi;>erties of the respective Post Trusts are valued 
and assessed and as it wa sthought desirable that there should be some uniformity in 
the ma.uner of valuation of such properties to municipal taxatirm in all the three cities, 
the Committee invited the representatives of the three City Corporations and the 
Port Trusts to appear before them to discuss the issue. The Government of India., 
Ministry of Transpo1t were also requested to depute some representatives to be 
present at the discussions. These representatives appeared before the Committee 
in September 1950 at Dalhi and the recomlilmdations that follow have been made 
as a result of such discussion and on the basis of written memoranda submitted 
by the parties concerl!ed. 

566. Madras. Section '102 (c) of the Madras City Municipal Act, 1919 
provides that_: 

''In the case of lA.nds and buildings vestiag in the Trustees for the 
Port of Madras, the property tax leviable in any year shall not 
exceed 4 per cent. of the gross earnings made by the Port Trust in 
that year." , 

Prior to 1919, the Port Trust did nut pay a.ny tax to the Madras Municiplolitr• 
When the provibion was introduced for the first time in 1919, the Port Trust did 
not contest the question of its liability to municipal taxation. It reoognised .r!ght 
of_the municlpality to levy taxes on its properties for the performan?e of mumoipa.l 
functions. It was thought a.t that time desirable to evolve a. Simple math~ of 
assessment, which would be equitable to both parties a.nd would, at the same time, 
obviate the difficulties and friction that arise in adopting the ordinary 'rental value' 
method of assessment te municipal property taxes. The maximum rate of 4 

, per cent. of the gross earnings was determined after inquiring as. t? w~~t proportion, 
roughly, the municipal taxes paid by other port.s to the mUDlCipahtie.s concern~ 
bore to the total collections of the ports at that t1me. I~ was a.scerta.1ned that ':q 
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Rangoon &nd Calcutta it was about 4 per cent. and in Bombay and Karachi a. smaller 
percentage. As the entire inMme of the Port Trust was derived from the ~oods 
handled in the port anil as any increase in the commitments of the Port Trust 
would have resulted in an increa::;e in the rates payahle by the trade, it 
was not considered desirable to impo~e a heavy burden on the trade and commerce 
of the citv by impnsing a heavy municipal rate on the Port Trust. It waR, there-

. fore, considered that an upper limit of 4 per cent. of tho gross earning"! would not 
be unfair. · 

The Corporation of Madras has not expressed anv dissatisfaction with the 
present system as the procedure ia simple arid leaves no room for dispute. 

The Chairman of the Madras Port Trust is satisfied with the pre"ent simple 
method of assessment of the tax. He bas mentioned that the present basis has the 
following advantages:-

(1) The gross earnin,:!s bein~ easily ascertainable from the audited accounts 
of the Port Trust the calculation of the tax payable to the Corporation is simple. 

(2) There is no delay or difficulty in the assessment and payment of the tax 
to the Corporation. 

(3) Inasmuch__a.s the tax is fixed a"! a percentage of the aross e!l.rnings of the 
Port Trust, the Corporation is enabled to share the fruits of the prosperity of the 
Port when its earnings are high, while in le!l.n years, the Port Trust does not feel 
the tax payable by it to the Corporation as an undue burden as the amount of 
the tax stands automatically reduced with the decrease in the earnings of the Port 
Trust. -

(4) As the hasis of assessment is easy and specific, no dispute ever arise 
between the Port Trust and the C~rporation. 

(5) Property tax is generally levied on the basis of tl:.e annual renta.l value, 
which is the rent at. wpich the property is reasonably e'xpf'cted to let. The rent 
is the earnina of the property and the earnings of the Port Trust are thus compara
ble to t.he rental value ot its property. 

(6) The alte~ative to the existin~ basis of .assessment which, in the case of 
buildings which are not ordinarily lef': is the cost of construction basis, i e., the 
estimated market value of tre land and the estimated c1st of erecting the buildings 
at the time of assessment. This is both complicated and laborious. 

\ 
(7) No quinquennial revision of the valuation or tax is necessary. No special 

staff for the valuation and assessment are also necessary. 

567. The City Corporation as well as the Port Trust are in favour of the 
continuance of the existing system. In view of this and the decided advantages of 
this system, which far outweigh any small monetary gq.in which might accrue to 
either body by the adoption of any other system, we recommend that the existing 
arrangement be continued. 

568. Calcutta. The Calcutta Municipal Act, 1923, diJes not contain any 
provision for the levy of the C'lnsolidateJ 'rate on properties vesting in the Comis
siGners for the Port of Calcutta, the requisite provision being incorporated in the 
Calcutta Port Act, 1890, (sections 59 to 68). The present position in this respect 
is described as follows in paragraph 50 Chapter III of Velume II, Part I, of the 
Report of the Corporation of Calcutta.Investig!l.tiqn Commission=-

''Port Commissioners' properties. Prop:nties of the Commissioners 
of the Port of Calcutta falling within this municipality are assessed 
under section 59 to 68 of the Calcutta Port Act (Bengal Act III of 
1890) which .~overn·. the matter .. The annual v~lqe in the (_lase Qf 
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·Port Commissioners' buildings is 5 per cent. of the aggregate expendi
ture on construction plus the value of the land, a!ld the amount;. 
payable by any other person. The Corporation determines the annual 
value, but in these cases there .is no difficulty, as the figure for annua.l 
value is not an estimate, but actual cost. Usually it is dona upon a. 
return of capital c::~st construction submitted by the Port· C.Jmmis
sioners. The appeal from the assessment is to the local Government. 
The valuation, once made, remains effective for six years, and may b& 
revised after that period. As to tenants' buildings on th9 Port. 
Commissioners' land, the method is the sam9 as that in section 127(b) 
of the Calcutta Municipal Act, but without arlding the value of th& 
land. The valuation of these structures may be made S.nnu':l.lly but 
until a new valuation is made, the assessment ram~~oins in force. The
rate;; for these buildings are paid by the Port C.Jmmissioners with a. 

. deduction of 1/lOth." · · 

The relevant sections which lay down the basis of 'valuation and assessmE;!nlt 
are reproduced below :- · · 

"59. For the purposes of municipal assessm9nt the annual value ot 
the property vested in the Commissioners within t.he municipal 
limits of Calcutta shall be ascertained in the following way :-
(1) The aggregate expenditure incurred in the construction oi 
all docks, wharves, quays, stages, jetties, piers and other works 
belonging to the Commissioners, also in the purchase of land ; 
also in the constru¥tion of offices, wa.reh1us9 and other buildings 
belonging to them.' within the limits of Calcutta, as defined by 
the Calcutta Municipal Consolidation Act, 1888, shall be- 1 
determined. 

(2) Expenditure incurred in procuring or putting up m!!.chinery 
shall not be included in such aggregs.te expenditure. 

(3) Expenditure incurred from time to time on account o! 
repairs necessary to m!lointain an~ works or buildings in good 
order shall not be included in such a.ggregate expenditure. · 

(4) Expenditure for the purpose of materially adding to or 
improving any work or building shall be included in sue~ 
aggregate expenditure. . 

(5) Five per cent. oO: the aggregate expenditure determined in 
the manner herein before provided shall be the annual value 
of the rateable property of the Commissioners within th& 
meaning of section 122 of the Calcutta. Municipal Consolidatio~ 
Act, 1888. · 

60. The sum to be · paid to the Corpor!Jotion of Calcutta as the con
solidated rate payable on the annual value determined as in th& 
last preceding section provided shall be nine-tenths of th& 
amount which would be payable by an ordinary owner occupy
ing his own buildings and lands. 

66A. (1) For the purpose of municipal assesnient. in casas where any 
land vested in the Cammissonera is let out to tenants and any 
building or structure is erected thereon by such tenants, th& 
annual value of such building or structure, when erected shall 
be five per cent. on the estimated Pr9sent cost of erecting snell . 
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building or structure, Jess a reasonable amount to be deducted 
on account of depreciation, if any •. 

(2) The buildinbs and structures in each holding, as recorded in 
the rent register of the Commissioners, shall be separately 
valued and assessed. 

It will be noticed that the municipal assessment is based on the cost of con
struction and not on the value of tho land at the time of assessment, as required by 
section 127 (b) of the Municipal Act. Most; of the lands now vesting in the Port 
Commissioners were acquired nearly a century ago, when land values were very 
low as commpared with present day value!! of land in Calcutta.. Owing to this 
differentiation, the valuation of Port proparties has been very low and the Corpora.· 
tion has been susta.inJng a big loss. 

569. It was pointed out t:> us that this discrimination in favour of Port 
Trust properties sho:uld be ended. As a result of the repreeentations made by the 
Corporation from time to tima and in purst'a.nce. of the recommendations on the 
subject by the Biwas Commission, the Government of West Bengal informed the 
Government of India. of their intention to sponsor legislation to amend the relevant 
sections of the Calcutta Port Act, 1890. Whan we invited the Corporation of 
Calcutta and the Calcutta Port Commissioners to send representatives to New 
Delhi to discuss the matter with us, the Corporation and the Purt authorities 
entered into disscussions as a result of which an agreement has been reached be· ' 
tween the two bodies on all the outstanding points at issue. The terms of the 
agreement reached on· the 21st, September, 195(), are briefly as follows:-

(1) Land covered by roads, water areas of the docks, canals and r!loilwa.ys 
will continue to be assessed as at present on the actual cost of acquisition. 

(2) All land, except land rented to tenants, will be valued at Rs. 1,000 per 
cottah on the basis of .the actual area. 

{3) Land acquried •and accreted, at a future date will be assessed on the 
actual cost of acquisition. 

(4) Land rented out to tenants will be assessed on the basis of the annual 
rent payable to the Commissioners. 

(5) Structures and buildings erected by tenants on land vested in the 
Commissioners and let out to them will be assessed at 6 per cent. of the estimated 
present cost less a teasonable amount to be deducted on account of depreciaticn, 
if any. 

(6) 5 per cent. of the annual rent from r.ented lands as under (4) will be de
ducted from the total annual assessed value of the Commissioners property to cover 
the annual value of improvements on rented land. 

(7) All future expenditure on capital improvements on rented land will be 
excluded from taxation. 

The agreament is expected to result in an annual increase of Rs. 11,65,344 
in the amount of tax payable by the Port Commissioners. In view of the fact 
tha.t both the parties have expressed satisfaca.tion with the agreement we would 
suggest that it may be adopted and that steps taken to give legisl~tive efCect to its 
terms. 

570. Another point that strikes us is that it is somewhat anamolous that 
·provisions relatiog to municipal valuation and assessment should appear in the 
:Port and . not, as in Madras, in the Municipal Act. We find that in the case of 
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Bombay Port ·Trust also the position is the same. Provisions regarding munici· 
pal taxation of the BJmbay PJrt Trust prllpe~ties appear in the Bombay Port 
Trust Act and not in the City of BJmba.y Municipal Act. At the time that th& 
Calcutta and Bombay Ports Acts were enacted, the Ports as well as the Corporations 
in question were the concern of the Provincial Governments. But now that th& 
ports of Calcutta and Bombay have been ~:amoved from the jurisdiction of tha 
State Governments and form a. Central subject, the provisions relating to municipal 
assessment should appear in the State Acts, which can be amended by the State 
Legislature and not in a. Central Act, the amendment of which by a. _State Le~islature 
seems somewhat icongrous. We brought this point to the notice of the Ministry 
of Transport, who said that they would consult the Ministry of Law on the point. 
We ocoordingly .io not wish to make any further comment on this matter. · 

571. Bombay. The provision regarding municipal assessment of Bombay 
Port Trust p•operties is contained in section 36 of the' .Bombay Port Trust Act 
1879, which runs as under:- · 

"( 1) The Board shall pay annually, on the thirtieth day of September, tQ 
the Municipal Corporation of the City of Bombay~ in lieu of th& 
general tax leviable by the said Corporation in respect of the preperty 
or some portion of the property, vested in the Board, which would 
otherwise be liable to be assessed to the said tax, a. sum .ascertained 
in the manner provided in sub-Eections (2) il.nd (3). 

(2) The rateable value of the buildings and lands in the city vesting in 
the _Board in respect of which the said tax would be leviable from the 
Board shall be fixed from time to time by the Central Government. 
The said value shall be fixed with a general reJard to the provisions 
contained in the City of Bombay Municipal Act, 1888, concerning tb& 
Valuation of property assessable to property taxes, at SUCh amount as 
the Central Government shall deem to be fair an.d reas'lnable. Every 
such decision of the Central Government shall bold good for a term of 
five years, subject only to proportionate' variation, if in the meantime 
the number or extent of the buildings and lands vesting in the Board 
materially increases or dooreaseK. · 

(3) The sum to be paid annually to the Corpor&.tin by the Board shall 
be nineteen-twentieths of the amount which would be payable by an 
ordinary owner of building or lands in the city, on account of thtt 
general tax on a. rateable value of the sa.m3 amJunt as that fixed under 
sub-section (2). 

The assessment of the properties of the Port Trust is ma.de under tba 
following general heads:-

(1) Docks, wharves and railway: Assessment calculated on 'profits• 
basis. 

(2) Buildings out.,ide dock limits : Assessment calculated on rents 
actually realised. 

(3) Lands temporarily occupied : Assessment ca.lcula.ted on rents actually 
· realised. , 

(4) 

{5) 

Lighthouses ; 

Vacant la.nds : 

Assessment ca.lcula.ted on cost ~f construction. 

Assessment calculated at 4% of the estimated va.lua 
of the la.nds, with a reba.te of 2/3rds of the general tax. 

(6) Lands let on buildings leases : Leases are assessed direct. 
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CHAPTER XIII 

572. So far as categories (2) to (6) a~e concerned there is no dispute be 
tween the Port Trust and the Corporation. The system of assesEment is in accord 
with the principles Jai d down in the Municipal Act for B.ssessment of other pro
perties. It is only in relation to item (1), namely, decks, wharves, and railway 
where the assessment is made on the profits basis that there is a Cliapute. The 

·dispute is not with ' regard to the basis but with rrgard 
to details. With the profits basis beth the parties are satisfied and do nc..t 
wish to make any change They are not in favour of the adoption of the Madra.S 
system, which we suggested to them. 

573. The profits b3.sis is not mentioned in the Municipal Act. It is, as 
we have shown in the chapter on property tax (general), generally followed in 
England in relation to certain classes of property. Sir Sajba Rangnekar explained 
this basis in his arbitration award on the dispute between the G.I,P. and B.B. & 
C.I. Railways and the Bombay Municipal Corporation, 1919 :-

"It becomes necessary, therefore, to consider first the system known 
as the 'profit basis'. To put it in plain words, the sy~tem known a..s 
'profits basis' seems' to be in tented to be an application of the econo
mic theory of rent, and .it founded on an enquiry as to how much, 
the hypothetical tenant will pay for th.e privilege of cccupying the 
premises and making what be can out of the undertaking be carries 
on there. The system, broadly speaking, is that the gross receipts of 
the undertaking are taken for the year of calculation ; from these are 
deducted the expenses of earning these receipts ; from the residue 
the tenant's share is ascertained-a hypothetical sum which represents 
what the tenant might reasonably be satisfied with, for his profits 
which will · include interest on his capital, remuneration for his in
dustry and compensation for risk, and the residue wiii be the land
lord's share of the rent." 

To the same effect•a.re the observations of the court in the Kingston Union versus 
the Metropolitan Water Board (1926) A.C. 331. 

These observations are a.s follows :-

"That method may be stated thus :-

From the gross receipts of the undertaking are deducted the expenses 
of earning those receipts, the balance representing the net receipts 
o( the undertaldng. From the net roceipts so ascertained is deducted 
the tenant's share representing what the hyr>othetical tenant might 
reasonably be satisfied with for his profit, which includes interest 
on bis capital, which he will have to provide, remuneration for his 
industry, and compensation for risk. The residue represents the 
rent which he would be willing to pay for the undertaking, and is the 
net annual value thereof.'' 

574. The main point under dispute is as to what items should be included 
in gross receipts and what should be excluded. The Chairman of the Bombay 
Port Trust in his evidence before us said that demurrage should not be included. 
Demurrage, we find, forms a. large item in the earning of the Port Trust. The 
·Corporation holds that it is a normal item of receipt and should be included. We 

· .(lo not wish to enter into the merits of the dispute. We understand that the 
' Central Government are already dealing with this question and no doubt they 

'Will' pass appropriate orders on the point. We are only concerned with the 
t>rinciple involved in the . point.. For any system b!lsed on calculation of profits 
to work satisfactorily, it is .. necessary that the form of keeping a~counts shold be 
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determined in a disinterested and authoritative manner by competant authority. 
What items are·to be included and what items a.re to be excluded from the 
calculation of profits should be settled by this a.uthority so that no disputes may 
arise in the future. 

575. Once it is settled how the profits are to be calculated the determina· 
tion of rateable value should be c;omparatively simple: But it is possible thafl 
ilven in the determination of this rateable value there may be a difference of opinion 
between the Fort Trust and the Corporation. At present such differences are . 
referred to the General Government, who finally decide the 'matter. The 
Corporation considers that tbi&J amounts to an assessee determinig his own asses· 
ment. We think there is sc.me force in this contention. and ·would suggest the. 
constitution of a tribunal to deal with such disputes. Such a tribunal may 
consit of a qualified Accountant and an experienced Engineer and be Jlresided over 
by a. High Court Judge. The award of this tribunal .should be binding on both the. 
parties. ' 

576. General We tried to devise a uniform system of taxation of Port 
Trust properties. The Madras system seem to us very simple and we requested 
the Ministry of. Transport to give us corresponding figures for the ports of 
Bombay and Calcutta ~:>bowing the -percentages which the taxes now paid form 
of the total earnings· of the the Port Trust .. A sta'tement giving these figures is 
attached. lt will seen that both the Bombay Corporation and the Calcutta 
Corporation stand to gain if the municipal tax were paid 9n the basis of 4% of 
gross earnings. In the case of Calcutta under the new agresment, the increased 
tax more or less amounts to 4%. As to the application of the Madras system to 
Bombay, we have reason to helive that the Bombay Corporation may agree if a 
provision were made to the effect tl'iat in case the municipal General Tax· and 
Fire Tax are increased the percentage cif gross earnings payable by the Port 
Trust as municipal tax could be proportianately increased. We recommend that 
Governmen~ may consider the feasibilitty of applying the Madras method to 
Bombay and Calcutta. 
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Sta.tenient showing the annual income a.~d the &mount of municipa.l ta.xes paid by the Port Trusts of Madras, 
Bombay a.nd Oa.Icutta. for the years 1937-38 to 1948·49. · 

MADRAS PORT TRUST BOMBAY PORT TRUST OALOUTTA 

Percent a.-
YEAR Income Municipa.l Income Municipa.l ge of mu- Income 

Tax Tax nicipal ' • tax to 

• income 
I 

1937-38 34,13,565 1,31,019 2,81,35,096 2,95,107 1.05 3,23,85,622 
1938-39 35,41,643 1,55,202 2,62,79,656 2,95,412 1.10 3,16,91,899 
1939-40 38,88,783 1,49,87H 2,70,61,589 5,74,369 2.10 3,55,93,950 

1940-41 31,09,524 1,40,913 2,95,11,048 5,74,369 1.90 3,07,89,188 
1941-42 30,44,486 1,16,992 3,6 !,53,62-IJ 2,95,158 0.80 3,48,75,100 
1942-43 19,27,027 71,520 4,23,63,035 5,63,484 1.30 2,66,74,021 

1943-44 41,57,251 1,51,215 4,76,55,723 5,63,484 1.17 5,62,96,677 
1944-45 95,50,188 4,32,006 4,74,65,437 17,26,674 3.60" 7,03,16,448 
1945·46 1,39,37,896 5,56,694 5,23,56,231 18,76,820 3 60 6,42,57,206 

1946-47 1,04,01,336 4,72,224 5,23,03 578 21,77,112 4.10 5,08,26,53) 
1947-48 94,21,984 3,83,851 5,84,75,470 21,95,880 3.70 6,54,84,143 
1948-49 1,12,88,228 4,78,445 6,77,13,52C 22,14,648 3.27 7,58,60,525 

Note:- The percentage in Me.dra.s is 4.2 (4% Property Tax and 0.2% Education Tax). 

PORT COMMISSIONERS . 
. 

Percent& 
Municipa.l Ta.x of munic 

pal tax t 
imcome 

-------~-----

16,09,141 4.97 
22,48,338 7.09 
24,31,539 6.83 

17,30,165 5.62 
17,67,835 5.06 
17,66,379 6.62 

17,66,483 3.14 
17,71,023 2.52 
17,74,865 2.76 

17,69.131 3.48 
19,20,850 2.91 
20,50,464 2.71 

gs 
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0 
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CHAPTER XIV 

TAXATION OF FLOATING POPULATION 
577. The speed at which. urbanisation is proceeding in this country bas, 

among other things, led to the growth of substantial suburbs and- satellite 
townfbips round about important centres of trade and industry and port towns. 
'rbe growth of this class of resid~ntia.l areas has produced in its wake problems 
for urban autborit.ies. The dwellers of such localities visit the main city during· 
the day for their work and return by night to their homes beyond the municipal 
limits. ln this way, they derive' benefit from the··amenities provided by the -
local authority but contribute nctbing towards their ·provision and maintenance. 
Then there is the seasonal labour, which migrates to indu~;trial centres the 
working season and comes away during the off-season. This class of population 
quite often bas no fixed dwelling abode on which any property' tax could be 
chargeable. So than, while imposing a heavy strain on municipal services such 
as consetvancy and water supply, it also contributes nothing towards their 
maintenance. The urban witnesses a1.d the municippal executives made a gri
evance of this state of affairs. At almost every· important centre which the 
Committee visited the desirability of taxing tLese classes of the population 
was urged. 

578. The Municipal Commissioner for the City of Bombay said that the 
Corporation was considering the impo,sition of a profession tax to make the sub· 
uban population c:mtribute to munroipal revenue:~. For the casual visitor 
who stays in a hotel he suggested a graded surcharge on the hotel bill, with 
an exemption limit if necessary. Shri M. Y Nurie considered that the 
Bombay Corporation should adopt a. system of surcharge o-g. railway tickets for 
every visitor to the City. The Pre3ident of Ahmedabad Municipality also 
favoured suc)l a. method of taxing visitors. ·• -

The Calcutta. Municipa.l Corpora.tion authorities suggested a. terminal tax 
on passengers of 3 pies per head or a small surcharge of annas two per week 
on· every ration card, The Chief Executive Officer, Calcutta Corporation sugg· 
ested a terminal tax on passengers coming into and going out by Howrah and 
Sealdah stations, just as the Howrah Bridge Commissioners and Calcutta Im· 
provement Trust are doing. He endorses the suggestion made by the Admin· 
istrator Calcutta Corporation regarding a surcharge on ration card in the foil· 
owing words :-

"A vast number of people, who enjoy the civic amenities provided 
by the Corporation escape local taxation altogether, Levying a 
tu on ration cards is a very ea.sy a.ud effective way of ta.xing such 
people and incidentally of curbing ghost ration cards. A fea of 
annas eight per card in advance at the time of their issue and 
periodically thereaft.er at tbe time of drawing rations will be 
easy of collection and will bring in very good revenue.'' 

The Municipal Commissioner, Oorpol'ation of Madras also stated that certain · 
l!lections of the population escaped municipal ta.xa.tion altogatber while enjoying the 
amenities provided by the municipal authorities. He suggested that every per
son coming to the City from outside 50 miles dista.nce, whether by rail, boat · 
or motor, should be taxed. The Cnairman, 0Jtacamund Mqnicipality, suggested 
a terminal tax of ~ix pies per he!l.d to be collected throngh- the Bus l:iervice 
Company or the railway from every passenger visiting Oot.a.camund. l:ihri T.V. :::i. 
Chalapa.thi Ra.o, M.:>mber, Municipal Reform Committee Ma.dra.s, was- of the 
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view that every one residing_ within the municipal limits for a. particular period 
should be made to ·contribute something. This witn!'JSS further brought to notice 
that the Vijaya.wada Municipality had suggested that every citizen, who is the 
head of a. family consisting of three or four membr~rs and had been residing within 
the municipal limits for a. period of 120 days and had not paid any tax to the 
municipality, should be made to pay a.nnas eight per family for half year 
or Be. 1/-per year. 

ShrL J.C. Das Gupta, retired Secretary, Howrah Municipality was in fa.vour 
of a tu on persons in municipal a.re3os who were neither house-owners nor 
rent payers. Realising the difficulties in the, way of enforcing such a tax, the 
witness suggested the levy of a. charge of one pice per ration card per week to be
realised through the ration shops. According to this witness such a levy would 
bring about Rs. 4 lakbs to Howrah MunicipaPty even after m!loking allowance
for exemptions to indigent persons and minors. Another witness Shri 1\1. K. 
Ghosh (West Bengal), proposed that people not paying any tax to the local 
authority should, if in receipt of an income of Rs. 200 a. month, contribute 2% to 
the municipa.lity in the form of a. tax or licence fee. He was of the opinion that 
by levying a. tax on ration cards alone the entire floating population would not 
be roped in, as there existed a. class of people who had no ration cards what
soever. They came from outside and got their supplies in their own villages 

, or mofussil towns. That is why he suggested a specific tax for. such cla.sse3. 

579. The Indian Tuation Enquiry Committee was of the view that "a light 
terminal tax on passengers may be justified in the case of a Iarg'3 city on the 
ground that as a centre of trade or amusement or of public offices many non
resident persons come in and make nse of the amenities provided by the local 
governing body."* 

580. A terminal tax on passengers in the form of pilgrim tax is in vogue in 
almost all the important pilgrim centres in this· country. Such taxes are usually· 
levied on the railway• tickets and are collected by the railway company (exce~ 
in Nasik where they ars collected by the Municipality} for a small commission. 
They apply only to certain rilgrim centre3 and in many cases they can ba 
imposed only during certain festivals. There is usually a free zone, all pass· 
angers coming from stations within the free zone being exempt from the tax. 
The rate is so low that it involves little hardship. On the other hand, the 
receipts· are generally earmarked fur the very necessary purpose of providing 
conveniences for pilgrims and taking measures to' prevent the spread of epidemics. 

581. Taxes on railway passengers cannot be levied without the sanction 
of the Government of Indio. ~~os they are included in the Union List of subjects. 
To obtain such sanction it has to be demonstrated that the towns desiring to levy 
them are exceptionally circumstanced and therefore justified in taxing passenger 
traffic. Pilgrim taxes al"e being levied in Bombay, Uttar rra.desh and Ma.dhy" 
Pradesh. In the U. P. owing to the All·India importance of sev 1r al places of pil-
grimage, the tax is more important. , ' 

While the Government of India have been permitting levy of passangers tax: 
in pilgrim centres more or less freely they do not appear to favour its levy in 

.. places which· al'e not centres of pilgrimage. Only recently they declined to eo· 
tertain the proposal of the Delhi Municipality to introduce a. tax on visitors to 
Delhi. Having recognised the principle of permitting a levy of tax on passengers 
where large number of visitors congregate temporarily, we cannot see why 
t.bis privliege should be limited by the Go~ernment of India to places of pilgrimage 

. &lone and why it oa.nnot be extended · to important centres of trade and industry 

• Paragraph 448, page 319 of the Report. 
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where a.n equally large number of visitors congrega.te and thereby sin:iila.rly 
impose a. hea.vy strain on the resources of loo!'lt! authorities. The only difference 
appears to us to be that while the for mar c:::mgrega.te for the gXld of the soul· 
the latter congregate . far· wordly benefit. 

582. We accordingly recommend that the levy of a tax· on ra.Uwa.y pa.ss
engers in places like Bombay and Madras and other important centres of ·trade 
&nd industry may be permitted on the sa.ms lines as is done in Calcutta. at presen,, 
We have in another chapter suggested the imposition of a tax on passengers by 
road. This ,.nn tend to equalise the cJnditions under which traffic by road takes 
place at present and not pla.ce undue handicap on transport by rail. 

One of our colleagues is of ~he opinion that there should be small surcl!arge 
on all railway tickets, irrespective of whethel'- the passengers go to important 
trading centres or to any other stations. We have in another chapter re· 
commended that passengers by road transport should ·pe surcharged at rates 
ranging from 3 pies to H pies according to the distance travelled. On this
a.nalogy he holds tha.t even in the case of railway passengers a similar small 
surcharge should be imposed and the income therefrom should be made ava.ilable 
to local bodies. We, howover, do not a.eree with this view. 

583. We also suggest tha.t the State Governments might a.uthorisa muni· 
cipalities to levy a tax on such visitors to important centres of trade and industry 
as reside in hotels. Such a tax might be levied in the form of a surcharge on 
the hotel bin subject to a minimum exemption limit per visitor for each visit. It is 
understood that in certain places on the Continent of Europe, which are generally 
frequented by visitors, such a tax is not uncommon. 

But a tax on pa.~Jsengers or hotel y.isit0rs will not cover those classes of the 
community, who are habitually resident in these places but make no contribution 
to municipal taxation. It is to cover such classes, that a tax not exceeding two 
annas per week or eight annas a month per ration card has been sugg_ested. 

584. · According to data supplied by the Ministry of Fbod, the number of· 
ration cords actu!l.lly issued in each State during the tears 1948 a.nil 1949 was 
as undor :-

STATEMENT SHOWING THE NUMBER OF FOOD RATION CARDS 

States 
1. Assa.m 
2. West Bengal 
3. Bombay 

4. Bihar 
G. Madhya Pradesh 
6. Madras 
7. Orissa. 
8. Punja.b 
9. Uttar Pradesh 

10. Ajmer 
11. Coorg 
12. Delhi 

Number of ration cards issued Number of ration cards issu. 
during the year 1948 ad during the year 1949 

71,346 (F & I) - 91,354 (F & I) 
950,000 ( I ) 925,000 (1) * 

5,107,865 ( I ) 7,744.492 (F &; I) 
1,983,505 ( F ) 4,243,300 

280,966 (F & D) 369,025 
NIL 222,694 

5,189, 708 (F) . 8,095,583 
21,419 (I) 24,608 

915,970 (F & I) 1,254,880 
953,072 (F) 1,634,921 
332~242 (F & I) ~50,707 
NIL 9,907 

1,143,883 (F & I) 755,062 

----------------

(F & I) 
(F) 
(F) 
(I) 
(F &I) 
(F) 
( F& I) 
(F & I) 
(F & 1) 
-------

Total 16,647,976 25,621,533 
]' indicates Family Ration Cards 
I indicates Individual Ration Cards. 
F&l indicates both Family and Individua.l ra.tion ca.rds. 
* Actua-l number of oe,rds.iJJ use must be considera.bly more, 
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The number of ration cards during the year 1949 was 256.21 lakhs. Assum· 
ing that this number has remained stationary a. surch~~orge at the rate of Rs. 6/- per 
annum (or a.nnas two per week) would produce an annual income of Rs.l537.26 lakhs. 

We are, however, not in favour of such a. levy, as it would increase the al· 
ready high cost of _living in the country and would fall heavily on the poorer 
section of the community. It would be regarded as something in the nature of a. 
poll tax and thu.s be highly unpopular, besides falling even on those classes which 
are at present makini their dua contribution to local ta.ntion in other wayi. 
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Ct!APTER XV 
TAXATION OF MINES 

585. The problems presented by the taxation of mines for local purposes 
are special in the sense that in the working of a mine it is not easy to distinguish 
between the annual and the capital value. In subjecting & mine to taxation on the 
basis of its annual value we are also simultaneously subjecting it to taxatien on. 
its cppital value, as the total value of the mine is diminished by the degree of the · 
output actually raiEed in any particular year. This is not the case in relation to 
any other property subject to local taxation. 

586. Basis of assessmsnt. There is considerable diversity at present in 
different states, not only in the matter of imposition of local taxation of mines but 
also in the basis of assessment of the taxes imposed.· No special tax is levied in 
the Punjab, U.P. or Madras. In Assam it is leviable on the surface rent only. 
In Bombay a. cess at the same rate as the local fund cess on agricultural land is 
collected by the Government on the rent and royalty payable on mining leases 
and credited to local funds. In Madhya. Pradesh under section 51 of the Local 
Self-Government Act, a tax callea coal tax 'on the output of coal raised is levied at 
the rate of nine pies per ton. This tax is a. source of income to the Janapada Sabha, · 
Chhindwara., in whose jurisdiction almost all the co.al mines in the state are 
situated. In Bengal, Bihar and Orissa, there is a general cess on mines levied 
under the Cess Act and special ceases for particular objects are levied under special 
Acts in the coal-fields. The former cest:~ is assessable at the rate of one anna in 
the rupee on the annual net profits from mines, Mines belonging to railways 
have been exempted from this assessment. 

587. Mining Boards. Spetlial ceases are levied for th3 benefit of Health 
Boasds specially established in Bepgc~.l, Bihar and Orissa wijhin the colliery settle• 
menta for the purpose of ensuring water supply, sav.itation, conservancy and 
housing in mining areas. For Jharia. coal fields there i3, in a<idition to the Mining 
Board, a Water Board, which looks after the water supply of the collieries in that 
area. These bodies are quite distinct from district boards, though they perform 
the functions which a municipality or a district board would have performed had 
they not been in existence. In States other than· Bengal, Bihar and Orissa. there 
are no Mining Boards and the functions of water supply, conservancy, sanitation 
etc. which they perform for mines in these three States .are performed by the ordi· 
nary local bodies within whose jurisdiction the mines are situated. No evidence 
from these bodies was received in Bengal, but in Bihar evidence as to the special 
problem which Mining Boards have to face was tendeted to us. In no nother pro· 
vince did we receive any evidence on the subject of local taxation of mines. · 

588. Special cesses fox: Mining Boards. The special cesses levied by mining 
Boards in Bengal, Bihar and Orissa. comprise :-

(1) a tonnage. cess based....on the output of the three years, preceeding the year 
of assessment, payable by the operating company; and , 

(2) a royalty cess payable by the landlord. 
These special ceases are for services rendered and the amount collected may 

not exceed the cost of the services. The general cess is paid to the district board 
and railway collieries are exempt from it. 

589. Special laws. Special Acts applicable to coal fi.elds are in West 
Bengal the Bengal Mining Settlements Act, 1912 and in Biba.r a.nd Orissa ~he Bihar 
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-~---------------------~--------------------
and Orissa Mining-Settlements Act, 1914. The two Mining Settlements Acts pro
·vide for the establishment of Boards of IJea.lth, which are financed in the manner 
indicated in the preceding paragraph. The Jbaria Water Supply Act was p&ssed in 
order to finance an elaborate water supply scheme to serve a pa.rticular colliery area. 
The cost of the scheme is met by a tonnage cess on the annual despatches of coal 
ll.nd coke from the mines at rates determined from time to tim~. The cess is 
payable br"the companies working the miLeS. In addition to this a further cess is 
levied on any person who receives royalty from any mine situated within the area. 
benefited, asE\essed at rates not -exceeding a prescribed percentage of the royalty 
received. This again is a. payment purely for services rendered. The sources of 

". finance of the Jharia Water Board are distinct from those of tbe Jharia. Mining 
Board. ' 

590. General observations. · In connection with this subject the following 
questions arise·.- , · 

. (1) whether in view of the !xJculiar nature of the conditions of mining 
areas, they should be constituted into separate districts for the pur
poses of local self-government e.nd allowed to work out their own 
solutions of their speciaJ problems; 

(2) · whether the present divergence in the basis of assessment from state 
to state should continue; 

(3) whether the rate of taxation applied to mines should not be lower 
than the rate for the rental value of agricultural land. 

59L In regard to {1), we can express no opinion as we have "to frame our 
recommendations on the basis of the existing structure of local bodies. We feel 

-tha.t it would be outside the scope of our terms of reference to suggest that separate 
authorities should be constituted for the purpose of bcal self-government in mining 
areas,- in which case district boards will have no function to perform for these 
areas and no righe to levy any tax. 

- 592. In regard to point (2), namely, the lack of uniformity in the existing 
basis of a.ssessmeni;, we find tpat even in foreign countries there is no uniformity in 
regard to the taxation of' mines. In England mines are assessed on the output 
method-the valuation is fixed by multiplying output by a. rate of royalty per unit 
of output. In. America local assessors are left to their own devices in the matter, 
but the taxation of mines on the basis of output is becoming increasingly common. 
In ·our view, there is some justification for basing local taxation on the putout of 
mines, and we feei that, if there is no gre!l.t difficulty, this basis may be ador,ted by 

. States which are not doing so at present. As regards the existing rates of taxes 
we understand that they are working satisfactorily and we therefore do not suggest 
any variation. 

593. Should for any reason there be difficulty in introducing the output 
method recommended- above, we have to consider the third point, which has bean 
raised in paragraph 475 of the Report of the Indian Taxation Committee. We 
find that the existi~g practice has remained unchanged since the Committee report· 
ed. No mining interest took up this point with us. It is true that the net profits 
of a mining area must be much larger than if that area had been used for purely 
agricultural purposes. It is for this reason that the Taxation Committee suggested 
a differentiation in the rate of taxation. To quota their words :-

"Mines sometimes situated in ou~·of·the-way corners of a district, 
may pay a. very large proportion of the local taxation of th~ whole, 
or again some comparatively undeveloped and sparsely peopled dis· 
tricts may secure, by reason of · the existence of mines in them, a 
·revenue much larger than that of their. more developed neighbours." 
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This rarlses the same question as iu tha ease of railways, na.maly, whether 
mines' should or should not be subject to genera.lllOOtt.l taxation in addition to the 
apooia.l ceases which they a.lrea.dy pa.y to the. apecial bodies constituted for their ' 
benefit in Beng&l,, Biba.r a.nd Orissa.. ·We ha.ve· given reasons why we are una.ble 
to support the argum~nt a.dvs.nced for exempting ra.ilwa.ys from genera.l looa.l taxa.· 
tion or !or · applying a. lower rate to them. Wa thfnk that the same argument!'!. 
a.pply in tha case of mines.. All mines, including tx>lliedes owned by railways, . 
should ba subject lio the general ooss levied by the dista.iet bo&rda a.nd the ra.te 
also s;hould ha the sama. WtJ ha.ve suggested tha.1; tba Ia.nd QeSS on agrioultunl 
lands in West Banga.l should be doubled. If this suggestion is accepted, it would" 
a.utomati<le.lly follow that th& ganera.l cess pa.ye.bJe by mines in West Benga,l would· 
also be doubled, In B1h~r and Oriss& the ra,ta is a,lready doubled and W6 see no 
reason why minas in West Benga.l should ha subject to a. lower ra.ta.o£ looa.l t&:xe.~ 
tion than the mines in B1ba.r and Orissa.. Wberevar·.a mine yields a substa.nciai 
net income, it should bear ita fair share of taxes either on the b&.sis'of output a.11 
in Ma.dhya. Pra.iiesh or on ·the basia of special a.ud general cesses &s in West Banga.l1 

Bihar and Orissa.. ""' · 
594. Though we hs.ve not specifically mentioned qua.rries, the looa.l ta.~a.;. 

tion of quarries should be on the same ba.ais as for mines. 
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CHAPTER XVl 
.. COLLECTION OF TAXES 

595. The last a.ll-lLdia review of the question of collection cf local taxes 
was made by the Simon Commission whose remarks have already been quoted in 
a. previous cba.pter. The Commission sta.ted :-

"The most disturbing _feature is the failure to collect direct taxes 
imposed. In Great Britian, a municipality expects to collect upto 
98 or 99 ner cent. of the rates imposed by it, and a drop in collec
tion to 95 per ce 1t. would be the subject of very close enquiry. But 
in municipalities in India, since the Reforms uncollected arrears 
have been mounting up to very large sums. This feature is referred 
to by almost every Provincial Government in reviewing the work of 
the municipalities, and it is clear that there is a great laxity in this 
respect." ' 

596. The position as disclosed in the above extra.d has not improved, even 
now after 20 years, since the Simon Commission ·reported. This is clear from the 
notes submitted to us by Sta.te Governments. 

(a) The Government of Bihar write as follows :-
"The third method of augmenting municipal income with the exis· 
ting sources of taxation continuing as at present is improvement of 
collections. During the year 1946-4 7 ~he total percentage of collec· 
tion to current demand was 89. 27. The percentage cannot be ·re
garded as satisfactory but similar percentages of collections have ob· 
tained over a long stretch of yea.rs. Collections are, generally speak· 
ing, un~atisf:~.ctory, mainly because of the unwillingness displayed by 
municipal l!ommissioners to make use in the matter of collecting their 
taxes, of the coercive proct~sses provided for by the law. Cases of 
levy of taxes by distress on failure to pay them on the due date are 
not very c1mmon and taxes are allowed to fall into appears without 
stern mea.sures being taken for their recovery. Inspection notes 
recorded by inspecting officers show from tim::~ to time bow collections 
in individual municipalities are unsatisfactory and Government on 
their parh issue detailed instructions where necessary, to effect im
provement in this respect. The position might improve slightly if, 
for instance, each municipality has an Executive Officer with well· 
defind powers in regard to the detailed administration of the muni
cipality, including the recovery of taxes. The Provincial Government 
are at present examining a thorough overhaul of the existing provisions 
of the Bihar and Orissa. Municipal Act and it is probable that they 
may decide to have in the Act a. provision, which does not exist at 
present, for the a.ppointment by each municipality of an Executive 
Officer charged with specified duties and vested with defined powers 
under the Act. The improvement, however, which the appointment 
of a.n Executive Officer might bring &bout in this respect would not pro
ba.bly ra.ise the inoome of municipalities by more than about 10?~ of 
their present income." 

(b) In the Bombay State, the Annua.l Report on the working of the Local 
Audit Department for the yea.r 1947-48 conta.ins the following rema.rks :-
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OOLLEO'riON OF TAXES 

"In the borough municipalities of Malegaon, Ka.lyan and Kurla, the 
arrears of taxes recoverable were rather,high, being 36, 33 and 32 
per cent. of their total demands of taxes. In the borough municipali
ties of Bandra, Broach and Bijapur, the arrears were slightly over 
20 per cent. In the remaining. the arrears were below 20 per cent. 
Godhra, Gadag and Hubli deserving special mention each having . 

. recovered all but about two per cent. of taxes. In district munici· 
pa,lities, however, several instances of heavy arrears were noticed. 
The worst case was of lndapur Municipality where nearly 90 per cent. 
of the taxes were not recovered. More than 40 per cent. of the taxes 
were in arrears in the district municipalities 9f Athni, Bhagpu:r, ~ 
Bhiwandi·Nazampur, Byadgi, Jeiuri, .Karwar, Nargund, Sirur, Yawal, 
and Yeola.. Reluctance on the part of·. the municipalities to have 
recourse to the coercive measures provided in the Municipal Act 
ma.inly contributed to these hea.vy arrears. Better collection was 
noticed in the mup.icipalities of Alandi, Bulsar,. Dhanduka., Islampur, 
Jambusar, Kbed, Satara. Suburpan, Taloda, Tasgaon and Vita. where 
less than 10 per cent. of the demand remained In arrears. 
IJsted in Statements III and IX of Appendix III are cases of municipa· 
lities where Councillors were in arrears in payment of municipal ta~es. 
Compared with 1945-46 no appreciable improvement in the recovery 
of arrears was noticed in 1946·47. The Presidents have, during 
the course of audits and inspections, bean advised to issue spacial 
notices of demands against the defaulting Councillors immediately 
after the tax falls in arrears as per G.B., G.D., No. 4468/33-A 
dated 24th July 1941, ··as any failure to pity ta.xes within the 
stipulated Period of 3 months would entail their disqualification as 
Councillors. 

STATEMENT NO. IJ:I. . • 

Municipal Boroughs whose Councillors were in arrears on Slst March 1947 

Name of municipal 
Borough 

1 

I ' 

Number of 
councillors 
who were in 
arrears on 
31st March 
1947 

~ 

Total amount Remarks 
of arrears due 
from councillors 
on 31st March 
1947 

3 ,. 
-----------------------------------------------------------------Northern Division 
Ba.ndra. ' 
Kural 
OentraZ Division 
Ahmednagar, • 

Dhulia 
Karad. 

Lona.vla.. 

7 

' 
1 

1 
1 

1 

Rs. 
5,952 

779 

24 

3 
26 

48 

~15 

As. Ps. 
1 0 
~ .o 

0 0 Recovered during 
audit in 947·48, 

5 0 
12 0 No special notice was 

issued. 
1 0 Due for 1945-46, 

• recovered in 1946· 
47 on 15th May 
1946. 



1 

Malegaon 

Poena 

Sa. tar& 

Southern Division. 
Belgaum 
Bijapur. 

l 

1 

2 
2 
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3 4 

30 0 0 No special notice 
was issued. 

419 2 0 Rs. 115-1-0 ware 
recovered in 1946-4 7 
on 18th October 
1946. 

26 12 0 Since recovered on 
29th July 1947. 

37 8 0 Since tecovered. 
230 0 0 No special notice was 

issued. 

STAn;MENTNO. IX. 
District Municipalities and Notified· Area Committees whose councillors 

were in arrears on 31st March, 1947. 

Nama of Municipality 
or Notified Area.. 
Committee 

1. 

Northern Division. 
& 

Borivil Notified Area 
Committee. 
Kapadwanj. 

Bander. 
Sana.nd. 
Umreth. 
Central Division. 

· Barama. ti. 

Dhond 
Nandurbar 
Shahada. 
Sirur; 

Number of 
councillors who. 
were in arrears 
on 31st March, 

. 1947 

2. 

• 
2 
1 

4-
1 
2. 

4 

6 
2. 
3". 
6 

Remarks 
Total amount of 
arrears due from 
councillors on 
31st March, 
Ul47 

3. -
Rs . As. Ps. 

43 13 0 
15 12 0 No specia.l notice wu 

issued. 
44 10 0 -do-
16 10 0 -do-
23. 10 0 -do-

161 0 0 Includes Rs. 128-8-0 
due from a councillor 
as shop rent. 

867 5 0 
27' 5 0 
59' 11 0 

290. 12 0 The councillOrs failed 
to pay the taxes even 
though they were 
served notices under 
section 15 (2) (f) of the 
Act. Rs. 125 were since 
collocted from 3 coun· 
oillors ·on 9th May 
1947, 2nd July,19U & 
Srd July 1947, 
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COLLECTION OF TAXXS 

1 3 

Southern Division, 
Alibe.g 131 4: 0 * 
Be.ga.lkot 
Bya.dgi. 

Kaliya.l 
Havari 
Karwar 

2 
1 
1 

39 13 0 
10 1~ 0 

61 
4 

133 

5 f5 
6 0 
8 0 

% 
Since recovered on 
15th & 17th June. 
1947. 
& 
£ 
No special notica was 
issued. 

• (c) In Madras the position is satisfactory, as wiil be sean from the following 
figures taken from the note of the Government of Madras. to us :_-. 

Year Percentage of 
colleQtion to -
demand_ 

1944-45 
1945-46 
1946·47 

97.4 
97.5 
96.7 

(d) In relation to Bengal th~ position of collection is generally unsa.tisfao· 
tory, as will appear from the following extract from the nota of the Government of 
West Bengal to us:- - - , 

"If assessment is low and 1101Iection unsatisfactory, there is an obvious 
means of augmentation of Income even within the exiRting provisions 
of the Act. The position has not improved since Mr. Majumdar 
reviewed it in 1939-40 and the following observations abridged ftOIIl 
paragraphs 20-35 of his report are true even tada.y :..,....'It is not th~ 
actual rate of levy on which the tax reve_pue depends as on the 
effort municipal aasessors and tax collectors. The assessment of 
land and buildin~ v~~oluet is an extremely complicat~d affair and 
unless elaborate rules are laid down for the guid'cJonca of assessors 
and discrimination exerci•ed in selecting personnel, the assessment 
is likely to be unjust and municipal _income will decr.ease. 'l'he 
panel of assessors should consist of technically the best- gua.li:fied 
persons. Assessment proceeding3 are completed only when they 
ha.ve been reviewed and approved of by municipaljty. Unfortun~
tely, the Act provides for a purely lay committee for whose 
ignorance of the highly complicated procedure of valuation_ and 
misplaced sympathy, municipal assesment has suffered servely. It 
is important that the work of review should be entrusted to a quasi 
judicial standing tribunal to which representatives of the looal munici· 
pality should be attached as assessors. The work of collection is still 
more important. The percentage of total collection to total demand 
was 65 in 1536·37 and 64 in 1937-38. It is unusual for a local 

*Dues have since been recovered from three of the councillors and the 
fourth councillor ws.s disqualified for non-payment of the dues. 

% Special notice was issued to one councillor only. 
& No special notice wa.s issued. Rs. 51-5-6 due from one counciller since 

recovered on 9th April 1947. 
~No special notice w~~os ie~ed. Since r~;~oov~req vn ~th Sept. 1~~7. 
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C!!:APTER XVt 

authority in England to collect less than 95 per cent. of the annual 
dema.nd. Compared with this record the leakage of muniQipal tax re
venue in this country is startling. In the years that have followed the 
publication of that report collection has not improvfld and assessment 
has actually deteriorated since advantage has not been taken of the 
extraordinary rise in house-rent due to inflation and immigration. 

The report of the Examiner, Local Fund Accounts for 1947-48 discloses 
hea.vy accumulations of arrears in several municipa.ltites. Arrears of taxes were on 
the increase in ma.ny municipalities. 

· (e) The arrears of taxes in the Ca.lcutta. Corporation have been the snbjeqt 
of severe comment \>Y the Calcutta Corporation Investigation Commission. In parag· 
ra.phl5 of their report they state that the position has been steadily det.erinratin~. In 
1916-17 and 1917-18 the percentage of collection to assessment was 96.9 and 99.1 
percent respectively. For 1946-47, the percentage was 79.29 and for 1947-48 it 
Was as low as 76.74 per cent. Th.e corresponding figure for the Madras Cor· 
poration is 97 per cont. for 1947-48. For the Bombay Corporation the position is 
not quite so satisfactory as in Ma.dra.s. The percentage . uncollected varies from 
12 to 17, as per figures given below :-

Pa. rticula.rs Total Total net dem'l.nd Collect- per- Amount Per· 
-_gross (after allowing ions during cent- ontstand cent· 
·demand. drawback and after 1949-50. age. ing on age. 

amending and can- 31st 
ceiling certain bills) Ma.rch 

1949 

1948-49 Rs. Rs. Rs. Rs. 
1. Property M,oo2::na 53,315,700 44,035,780 82.59 9,279,920 17.41 

taxes. • 
2: Wheel tax. 3,185,339 3,073,308 2,469,1~7_§~~4-~0!-!~1_19.66 -----
Total 48·49 57,188,339 56,389,003 46,504,967 82.47 9,884,041 17.53 

-------
1947-48 52,151,573 51,401,941 44,154,935 85.47 7,247,063 14.10 
1946·47 46,667,633 49,126,683 43,180,411 87.80 5,946,472 12-10 

(f} Regarding local bodies in the Pu~jab the Examiner Local Fund Accounts 
writes as follow ~....,.. 

" Hea.vy arrea.rs of taxes levied by !neal bodies accumulate mainly 
because of belated a.ssessment of taxes and· dues in most of the 
local bodies. The assessment lists are not prepa.red and authenticated 
till the fag end of the year, although under the rules these are requir
ed to be authenticated before the commencement of the year to which 
the taxes or dues pertain. At place;; assessments are made and 
reduced arbitrarily to the benefit of the a.ssessees concerned, at times 
even below the amounts declared by the assessees themselves. 

Another disquieting feature is the lack of supervision over the 
collecting staff and the unwillingness of the executive to take prompt 
and timely steps for recovery of the ta.xes or dues. Members inva.ria.b· 
ly feel hesita.nt to ta.ke coercive mea.sures admissible under the Act 
aga.inst the defaulting assesseeR. At places evan the members or 
{liDJlloyees Qf local bodies are among the de!&ulters.'' · 
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(g) In Madhya. Pradesh also the position is not very satisfactory.. 'l'ha 
report of the Examiner Local Fund Accounts for the year 1946-47 contains the 
following remarks :-

"The percentage of collections to total demand was, out of the 97. 
municipalities iu the State in 1946·47 between 91·100 in 14 munici• 
palities, between 81-90 in 15 municipalities, between 71·80 in 16 
municipalities, between 61-70 in 12 municipalities . between 51-60 
in 10 municipalities, between 11-50 in 5 municipalities and between 
31 to 40 in 4 municipalities." · · 

(h) District boards get the land cess collected for "them through Government 
agency and have accordingly no such problem of collection as municipalities have. 
But where district boards collect taxes themselves. a.s the circumstances and 
property tax in Uttar Pradesh, they ha.ve to face the sama problem of heavy 
arrears. The following figures hken from the "~otes fc,>r tho U. P. Local Bodies 
Grauts·in·Aid Committee'' issueci by the Uttar Pradesh Government (1949), will 
bear out this point. · 

District Board Percentage of ~rrears of taxes 

Ballia. 
Bana.ras 
Garhwal 
Meerut 
Mirza pur 
Farrukhab&d 
Saharan pur 
Moradabad 
Ka.npur 
Aligarh 
Azamgarh 
Debra Dun 

to total demand 

58 
04.9 
53.2 
48.53 
38.9 
34.52 
35.42 
34.23 
31.2 
28.84 
~6.84 

• 25.4 
With such poor cullections as above, it is not a. matter for surprise that the 

financial condition of the district boards is bad. Before any sug~estions for the 
levy of new taxes can be made, it is obviously necessary that collection of existing 
taxes should improve. · 

The examiner of local fund accounts, Utter Pradesh in his memorandum to 
the Committee makes the following rema.rksi:-

"It is common·· knowledge that the collection of taxes by local bodies 
is seldom made in full. Interested parties create such a. situation that 
the permanent officials in charge of collection become seriously bandi· 
capped and quite a. good portion of legitimate income becomes irrecov• 
arable and is written off. Provision ·exists for penal measures i but 
wal·s ana means are found to evade them even. It is difficulb to 
suggest how 100.'~ recoveries should be effected. Coercive methods 
as, for instance, recovery of dues like the rocovery of land revenue 
combined with grant of rebate io cases of proi?pt paym?ut, may be 
adopted. For good collections made by collect10g agen01es a proper 
system of rewards and recognition may a.lso be introduced." · 

(j) In Orissa. the percentage of collections to 'tobal dsm~o~ was 92.0 in 1940·41. 
The figures for 1945-46 and 194:6-4:7 are:- ' · 

North Orissa 95 95 
South Orissa. 88.6 88 · 
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The Government of Orissa. sta.te that the standard of collection of ta.xes is not 
up to the ma.rk. This is due to inefficiency of the collecting staff or the apathy of 

. the ta.x-pa.yers. In order to improve the collection work it is suggested ~hat a. ra.te 
of interest ma.y be levied on the a.rrea.rs of taxes and the a.rrea.rs of Interest be 
·r~covared by distraint a.s prescribed in the respective municipa.l Acts. 

(k) For Assa.m the following attract from the note of the State Government 
gives the position regarding collection of taxes:-· 

1'The periodical Audit report on the accounts of Local Bodies received 
from the Exa.mjner of Local Accounts revealed a. somewhat unhappy 
state of things as regards collection of ta.xes a.nd about the manner a.nd 
tnethod of expenditure. . Penal action should be resorted to whenever 
necessary to realiEe taxes in arrears. An officer of administrative 
experience and of the sta.nding of the now defunct Commissioner of 
Division shculd regularly inFpect the offices in all departments of the 
Local Bodies. His inspections will have a. salutary .effech on the 
control of expenditure of the Boards' Fund c:>llacted from tax-payers 
money". . 

The a.bove review of the position in the major State brings out two features 
which are common to them all :-

(1) with the exception of Ma.dra.s, th3 state ot .c1lbctbn is generally unsatis· 
fa.ctory, a.nd 

(2) no effective action is taken to cope with thia situation. 
597. Things a.re allowed to slide and the same complll.inh is repeated time 

after time. It is, therefore, necessary that e!l.ch State Government should pres
cribe for their local bodies a standard of collection and should see that it is 
ft.dhered to. This mean the strengthening of the machinery of collection. 

598. ·we also suggest that the Examiner of Local Fund Accounts should be 
instructed to give fu:U figures in his report of the percentage of collection to demand 
for each and every l6cal, body under his audit. In some States this iaforma tion is 
given, but not in all, with the result tba.t we are unable to present a complete 
picture of the percentage of collection to dema.nd based on the a.udit reports. The 
figures sh9uld be collected on a. uniform basis so that they may be c.)mpa.rable with 
figures in other States. 

599. It is obvious that improvement in the machinery of assessment would 
by itself produce no effect if the machinery of collection is also not simultaneously 
improved. Va.rious suggestions were made to us in regard to improvement in 
collections, e.g., gra.ut of rebates, imposition of surcharge, greater usa of coercive 
methods, etc. We are not in favour of any rebates, as this will result in the 
deterioration d the financial position and not.. lead to any improvement. No reb:J.ta 
worth stating can be granted without exceeding the present cost of collection. We 
suggest that penal interest at 6! per cent. per annum should be charged on arrears 
of municipal taxes. 

600. As regards coercive precesses, in the Acts of most of the States, 
where the powers a.re inadequate we suggest that necessary amendments should be 
made to incorporate these powers. The powers of distra.iut should be vestal in the 
100&1 body, where it does not enjoy this power. Where, however, adequate powers 
already exist, it is necessary to impress upon the local bodies that freer usa should 
be made of these coercive proce.ases in the collection of taxes. We find that in the 
Bengal and the Punjab Acts, the Government have power to take over any depart
ment of the muuici pa.lity if the municipality shows persistent incompetence or is 
guilty of persistent default in its management. We suggest that there should be 
power in a.ll the Acts to take over the work of collootion in the case of persistent 
default in the collection of ta.xes. 
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601. In relation to the power to distrain for recovery of dues, two main 
issues arise :-

(1) for the recovery of what categories of municipal dues should the powers of 
distraint be employed ? -

(2) what kind of properties should be distrained and 'sold for the recovery of 
such dues? • 

As regards (1) above, we are not generally in favour of issuing distress 
warrants for recovery of contractual dues but only for recovery of taxes and fees . 
. So far as rents of land vested in or managed by municipalities are 'concerned, we 
recJrumend the adoption of the procedure prescribed in section 291 * of the U .P. 
Municipalities Act, i.e., the Municirality should apply to t.he Collector for the 
recovery of such rents as arrears of land revenue and. the Collector, on being satis
fied that the sum is due, should proceed to act accordingly •. 

As regards (2), i.e., what categories of properties; etc., should be liable to be 
distrained, the provisions in the Acts differ from State to State. In some States 
local bodies have only to distrain moveables from the recovery of their dues. We 
are of the view that loca.I bJdies should have the power to proceed not only against 
mwa.bles but also against immovable property for the recovery of their taxes and 
fees. Some of us, however, feel that this power of proceeding against immovable · 
property should not be exercised directly by the local bod~es but through the 
District Mrgistra.te. 

602. It is, however, no use remedying the syatem without improving the 
efficiency of personnel. No system, however sound, will work if the personnel is 
not upto the mark. The fact that municipal service does not attract promising 
men has to be recognised and stepg taken to attract good men and keep them 
c:mtented, We are not concerned with the general question of municipal services 
but only with financial services. It is. desirable that the head of the financial 
administration of 11o local body should be a. qualified, &nd specially selected person 
particularly in the bigger municipalities with an annual-income exceeding Rs. 1 
lakh. He should be in charge of all the accounts work and it should be his 
duty to examine the pJsition with rega.rd to collection of taxes and submit monthly 
reports to the chief executive authority, to bring to his notice.any failures in 
collection and suggest a suitable remedy. 

603. In order . to improve financial administration it is desirable that the 
position of the head of the accounts department should be strengthened. 
In all matters of finance, the chief executive authority should consult him. ·No 
liabilities of a financial' nature should be incurred before he has examined and 
reported thereon. · . -

604. With regard to racruitment of the higher financial personnel, we are of 
the opinion that there should be a Provincial Cadre for such services. In this 
connection we wish to bring to notice the following resolution passed by the Local 
Self-Government Minister's Conference held in New Delhi on the 6th and 7th 
August, 1948 :- • 

"In view of the fact that a Provincial Cadre will facilitate recruitment 
of suitable personnel from· a wider field and provide for a more efficient 
and contented service, this conference is of opinion that there should . ' 

*Section 291 of the U.P. Municipalities Act, 1916 runs as .follows.-
Recovery of rent "(I) Where any sum is due on account of ·rent from a person to a board 

on land. in respect of land vested in, or entrusted to the management of 
the board, the board may apply to the Collector to recover any 
arrear of such rent as if it were an arrear of land revenue." 

(2) The Collector on being satisfied that the sum is due shall p1oceed 
to recover it as an arrear of land revenue." 
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be ptovincia.l cadres for the higher executive and tech11ical staff 
elll}!loyed by local bodies." . 

With a Provincial cadre such a'3 that bUggested abJve the question of control 
would at once arise. We suggest that such a. cadre sh<>uld be controlled by a 
board with statutory powers on which there should be representatives ol bcal 
bodies. We understand that the provincialisation of the higher cadres is already 
under consideration it necessary to suggest a. cut and dried scheme regarding 
the composition and functions of this Board. 

605. Disqualification of members of local bodies arising from being 
in arrears in respect of municipal dues. A transcript ol the relevant statu· 
tory provisions, disabling municipa.l councillors from continuing as such when 
in arrears of municipa.l dues, is given below:-

'Madras· City Municipal Act, 1919. 

Section 53(1) (hh) Subjec~ to the provisions of section 54 a, c~lUncillor or alder
man shall cease to hold office as such if ha fails to pay arrears 
of any kind due by him (otherwise than in a fiduciary capacity) 
to the Corpora.tion, within three months a.fter a bill, notice or dir
ection has been serve(! upon him under the Act or where in the 
case of any arrear this Act does not ·require the service of any 
bill, ·notice or direction, within three months after a notice requiring 
payment of the arrear (which notice it shall be the duty of the 
Commissioner to serve at the earliest possible date) has baeq duly 
served upon him by the Commissioner. 

Madras District Municipalities Act, 1920. 
- Section 50(1) (hh) Provision same as a.bove. 

City of Bombay Municipal Act, 1888. 
Section 16(1) (ee) A fierson shall be disqualified for being elected and for being 

a councillor< if such person-(ae) fails to pay any arrears of any 
kind due by him (otherwise than as a. trustee) to the Corporation 
within three months after a. special notice in this behalf has bean 
served upon him. 

Bombay Municipal Boroughs Act, 1925. 
Section 28(1) (e) If any councillor during the term for which he has been elec

ted or nominated-fails to pay any arrears of a.ny kind due by 
him to the municipality within three months after a special 
notice in this behalf has been served upon him, he shall, subject to 
tba provisions of sub-section (2), be disabled from continuing to be 
a councillor and his office shall become vacant. 

Bombay District Municipal Act, lSOl. 
Section 15(2) (f) If any councillor during the terms for which he has been elected 

or appointed fails to pa} any arrears of any kind due by him to the 
municipality within three months after a notice in this behalf ha.s 
heen served upon him, he shall subject to the provision:J of sub-section 
(3), be disabled from continuing to be a councillor and his office 
shall become vacant. 

The Calcutta. Municipal Act, 1923 contains no provision in this respect. 
But in respect of other municipalities the State Government under Section 62 
(2) (f) of the Bengal Municipal Act, may remove any councillor who is in 

. arre~~ors of municipal rates a.nd taxes for over a year. 
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. No such provision exists in the 
(1) Punjab Municipalities Ac~, 1911. 
(2) Bihar and Orissa Municipal Act, 19~2. 

(3) Assam Municipal Act, 1923. 
The provision embodied in the Madras enactments is more comprehensive in· 

asmuch as the disqualification is incurred three months· after a bill, notiee or 
direction has been served upon such councillor. The Bombay Acts provide 
for the service of the special notice on the defaulting councillor and the 
period ·of three months, aUowed for making payment, counts from the date of 
the service of such special notice. · ' · 

Under sub-section (1) of section 4:0 read with section H (3) (f) of the 
U. P. Municipalities Act, the State Government in the case of a City municipa• 
lity and the Commissioner in other cases may rEir;nove a mumber if he is 
In arrears. 

Under section 22-B of the C. P. & Berar Municipalities Acts, 1922, a 
member shall cease to hold office if he fails to pay the arrears of any tax due 
by him and shall be disqualified for re-election until the arrears due by him 
are paid. 

606. Recommendation. We recommend that:-
(1) Members of local bodies, falling into arrears should be dis· 

qualified and removed fll m office i 
. (~) Nobody should be eligible to stand for election to any office 

in • local body, if.-'on the date of filing nomina.tions, he is in 
arrears of local ta.xes ; 

(3) If within three months of the notice of demands of any 
dues to the loc&l body, member of such body f&il'3 to pay up 
the arrears, a warning notice that if ~e does not pay the 
arrears before the da.te of expiry oft the original notice of 
dem\nd, he b3comes disqualified under the relevant section 
of the Act, should be given. OI:e of our colleagues, however, 
is not in favour of the giving of any special notices. . 
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CHAPTER XVII 

GRANTS.JN-AID AND ASSIGNMENT OF REVENUE 

607. Local self-government in this country developed after the British 
model naturally adopted in the beginning more or less the same system 
ot state assistance to local bodies as in vogue in the United Kingdom at the 
time. 

608. Functions performed by local bodies are either purely local or vhat 
may be deRcribed as national or s9minational in character. The performance of 
local services in any, area has to be sole responsibility of the l0cal body con· 
earned But in the case of more important services, the nation aR a ~hole 
having a predominant interest in their efficiency, it is against social well·being to 
let the limitations of local financial resources determine the level of their attainment. 
Provision of education, communications. and health services fall under this cate
gory and in their case the nation bas to ensure against their falling below 
the minimum national st.andard of efficiency. 

609. Artieles 45 and 47 of the Constitution deal with the standards to be 
aimed at in respect of education and bea.ltb by the State Governments :-
Article 45 :-The State shall endeavour to previde within a. reriod of ten years 

from the commencement of this Constitution, for free and com
pulsory education for all children until they complete the age of 
fourteen years. 

Article 47 :-The State ahall regard the raising of the level of nutrition and the 
sta.nda.rd of living of its people and the improvement of public 
health 8{! among its primary duties. 

It is felt that if these functions are to continue to be the responsibility
of local .bodies as a means of encouraging local initiative, enterprise and co· 
operation, the State must come to their assistance by way of adequate grants
in-aid where the local bodies are unable, out of their own resources to 
achieve the minimum national standard of efficiency. 

610. In England, the grant·in·aid is a subvention pa.yable from the Ex
chequer to a local government authority in order to assist that authority in 
the execution of some or all of its st!l.tutory duties. In that country, therefore, 
grant-in -aid is given to local bodies to augment their financial resources in 
preference to their sharing of central taxes. 

611. Such a grant or subvention may be an isolated payment, but is 
usually recurrent or annual. It may be a ma.tter of statutory obligation or 
dependent on the decision of the Minister incba.rge of a. pa.rticlar department. 
It may, again be given unconditionally as a fixed amount or made variable according 
to the circumstances of each case. Again, the variation in the amount may 
depend on all or any of the ,following factors :-

(1) The growth of population or of a particular section of it. 
(2) The extent of some particular service. 
(3) The number of officers appointed or the sum of their salaries, 
(4) The expenditure of the receiving authority. 
(5) The rateable value ef its district. 
(6) The efficienc-y of its work. 
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In Engla.nd a.s expenditure of local bodies mounted, a.n increasing pa.rt w&l 
met from granh·in·a.id ra.ther tha.n from theJocal property taxes known a.s ra.tesP 

612. Until 1929 the grants·in-aid, were almost wholly a.lloca.ted for specific 
local functions, but in that ye&r a block or consolidated grant was substituted for 
the specific grants for major functions exceptiog education, police and primary 
roads, which still received specific grants. The block grant wa.s introduced to 
simplify and unify the grant system, to permit more flexible national supervision 
with more local freedom in minor details, to give more weight to local needs and 
capacities in the distribution of national funds, to give tax relief to agricultural 
and other industrial property, . and to provide· more national aid for the local 
governments. 

613. The various measures of .financial assistance given in Enlangd are 
as follow :- · · · · · 

(a) Assigned Revenues. The Local Government :Act of 1833 gave to local 
a.uthorities the proceeds of various national taxes and for a ffJW years ·it seemed,. as 
if this method of assistance might become popular. It is probable that ''whisky
money'' -the linking of education to the yield of the spirit duty-turned public opi
nion against the principle. Later, a. lump sum payment was substituted for the 
proceeds, till in 1930, this also was discontinued as a part of the chan~s made by 
the Lrxlal Government Act of 1929. County and county borough councils, however, 
still receive the proceeds of the dog, gun, and g&me licences taken o1,1t in their areas. 

(b) The Allocated of Substantive Grant. The allocated grant consists in 
making grants towards specified branches of service. For example, the grant which 
the central authority m&de towards Eoor Relief was not a single grant, but was 
composed of a number of grants, each one allocated to a. pa.rticnl&r branch of the 
service, the s&luies of Union Officesrs, the maintenance af pauper lunatics, the· 
edue&tiou of p&uper children and the salaries of teachers in Poor Law Schools. 
The advantage of the system is that the central authority bas the power to enoou· 
rage or discourage, in some det&il the development of tT!e various parts of the 
service. But it has its disadvantages. The Central luthority must c&refully 
define the items to which it will attach a grant. While the local authority must 
provide carefully kept accounts to show -that expenditure has been· exactly within 
the lines required, the central authnrlty must burden its sta.ff with the calculation 
of e&ch of the several items. The local authority is, thus, deprived of discretion · 
in the application not only of gflvernmental subventions but also of its own money 
which t'l earn the grant, mus~ be spent in the services as required by the Central 
authority. · 

(c) The Block Grant. The essenti&l characteristic of the block grant ia 
that it is give"l in regpect of generally named service only, without itemized speci· 
fication of the objects to which it is to be applied. For example, one may give for 
the services of polico in general a qua.rter of a half or three-qu!l.rters of the total 
expenditure, withrmt specifying how much thereof is in respect of and to be spent 
up~n ~;&y, uniforms, m'>tor-bicvcles, police sta.tions or tmbsidies for the rent·of poli?e 
men's dwellings. This g<1berality of grant, however calculated, has advantages, lD 

the words of the Committee on Local Taxation, of being 'more suited to the comp
lex and ever-changing character of present da.y admioistra.tion and to the varied 
circumstances of locs.I authorities'. · 

614. Both alloca.ted and block grants are capable ef caleulation en ei~her 
(i) the percenta£9 system, (2) the unit aystem or (S) tlae formula syatem, described 
below:-

(i) Percentage System. It eonsists of giving a loea.l authority a. percentage 
of its expenditqre upon cert~in objeQtB approved by govetnll\ent depart~eat. The 
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percentage_ varies a good deal, on tbe whole being greatest when the cottnoiJ Is 
acting largely as the agent of tM government as hi Civil Defence, the grants va.ried 
from. 60 per cent~ to 100 per cent. or. where the object to be atta.ined is of importa.nce 
to the gove~nment . ~tpout being on.e that wouiQ by itself stir the loca.l a.uthority 
to action. For instance, the abolition of tol~ bridge is a matter that interests the 
Centra.! Government ,because. it helps the easy movement of people and of goods, 
but tbeloc8.1 atithoiities are. used to tolls and prqba.bly reeard them as matters of 
·course. Therefore authorities williog to buy out toll owners are offered 75 per cent. 
of .the rost. The .merits of this method of calcula.tion are ease and flexibility. 

• t • 4 ~ • 

(ii) Unit System. This type of grant, which varies with the service pro
vided, is ordinary used for housing, a subsidy being given of a certa.in sum for each 
);lou!!e built,by, the ,locat ~ut~otity (t~~ther perhaps with a. certa.in yearJy contri
bution tow&rds the lo&n ehit.rges) or per person displaced by slum eleara.nce. Other 
'X&~plt!S 0~. thi.s .~i~~ ?f gra~t &re ~hose, for . ~fforesta.tion (a SUm not exceeding £ ' 
per aere), a.nd m1dw1fe trli.irung (l 35 per tramee). . 

' . The great adv~nt&ke of unit grants is, that should a. iocal authority be extr&
vagil.nt in i,ts views of. ~bat should be spent, or spend more heavily per unit tb&n 
necessary ,because of its iack of skill and Wisdom, the local cOmmunity and not the 
Government will suffer by tl:io neoo to find the. excessive expenditure. Moreover, 
the expenditure is easily e~leulated and reviewed. . 

(iii)_ The Formulil System. Formula. grant m~ns a grant calcUlated .bf 
referenCe to ii. number of ri'ctoi:s including the necessitv for tba service and &n allo
wa.rce. ·for f.he ~ei.lth or prosperity of the a.reltt.. Though it was suggestea by the 
Roya.l Comp1ission qf 1901 it was actually adopted in 1929 in the case of education 
grant. , ':!;he great advantage of this method of ca.lculation is tba.t it provides a sum 
fo'r eil.cb authority airectly rela.ted to its own J)articula.r necessities. It overcomes 

· the great difficulty which issues from the existence of sma.ll areas of local adminis· 
tra.tion whose needs i.nd e&paoity do not corre~pond, and cannot othorwise be 
equa.Iised, because of the extreme devergence of the v&riations. The disa.dva.nta.ge 

. of the system is tHat it fs extremely diffictllt to discover all the factors of need 
~and ability which will jlrf.lditae a really just combination, it involves the central 
authority in arduous calo'uiil.tionti, and, therefore, the ca.Icula.tion once having been 
accompliF-hed, almost that it shall not be revised for a considerable period • 

. 615: 'Ilia ttica.l Goverrune'iit Act of 1929 substituted a. new system of biook 
gr~nts for c~rt~in il.ssigJied revenhes and percent!ige gra.nts. at the Sll.lllO titae in~ 
creasin'g the tofaJ to competisii.te Iooal authorities for their losses under derating. 
The grant wa·s distributed oh a. formula cf some oom'plexity, designed to give more 
proportiona.tely to the poor than to the rich, not by taking from the latter but by 
adding to the former. 
- . .H tll~s b~o~ght 'about~ yerY. limited. amount of rate equalisation. h . wall 
also, ii.rrli.ngoo to give moi'e per hea~ of jiOpuiation to urba.n than to rural authorities, 
on the ground of. the gr'eB.ter responsibilities of the former . 
. '. 'f~e ~~b~~e w:a:s i~h'o9~ced ~n st~ges to allow for adjustment, and would have 
been fully m operatiOn by 1947 but for the World War II. 

,_ •• j .•.• tt''·_· - • . . • • . 

. .. . 615. :rhe Lr.cal Gove'rpment Act. 1948, alt0gather abolishes , the old system 
Of' block g;B.nt's, . and substitute's equa.Iisa.tion grants, to be recalculated each year 
payable to Country 'authorities in England and Wales, and to counties and large 
boroughs in Scotland i( their resources are not up to the level calculated {rom 
the average rateable value ahead of the weighted population. The weighting is done 
in such a way that old industrlal 'areas ·a:nd rural districts will particularly benefit. 
These gra.nts are of two kind!!, the one paid from the exchequer, the othor rais~d 
from certain county districts "nd pil.id to others 'by the county co~ncil by mell,ns of 
th@ Qlll,<;lhinery of pr~e:pt, , .. 
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617. In· addition to th~ ~J?oye, sp~!l~a.l g~~~t~ ~o l90~l ~ttthOJ;ipi~s have 

~I so been made by the Exchequor. As a ~~~~p <?f th~ ~ntrgqucti~m ~f P~!'? G_e!l~~al 
8xchequer grant, for instance, certain special sums had to be paid to tho~e authorities 
;vhich lost revenue as a. result of the plan. The war of '1939-45, again, led to the 
?ayment of special grants to towns hard hit in: their·.finances by- ·the~d~struction of 
~teable property and the evacuation of popul~tion. · Peace has seen reconstruction ' 
:rants paid to certain towns such as seaside resorts to pelp them wi~h the work 
lf putting themselves in <Trder, while under 1948 ·A~~ transitional grants are 
payable for the .first .five years in addition to the q~ua.lisa.Hon grants. Buth 
percentage and block grants have firmly est"'blished tbeip~elves in England. The 
nperiments in abolishing or r_educing percentage gr~~ont~:~ have found,e;red on the. 
[act that th€y are much too potent an instrumen~ for developing and n;ta.intaining 
looal services 'at the requisite· standard." The" percent~ge· element'- whicb is of 
importance in initiating a. new service, however; bas' teti.ded to 'gi~e~· way 'to equ'a.lis· 
ing elemen,ts which are mne impJrtant. OrlCfl the Silrvicl3 is estd)lisbed and parity 
in standards between difft!reut areas becomes ai .prime. considera.tion. In "this 
aevelopment the block grant· which· it was· hoped would supersede the percentage 
grs.nt ha.s served as a. model. · · · 

618. In our country, State governments at pre!Jen~ give financ~a.l assistance 
to local bodies in one or more o[ the following wil.ys ·:-- · • 

(a) By paying· such grants as represent cost of certain items of expenditure 
incurred in relation to' particular. services. I An exam.ple of this- is 
found in several pr.wrnces • where a.·• proportion ·ot the salaries of 
Health Officers is paid by the State~ Government 'out Of s~ate revenues 
while in the matter of educ8.tldn ·subsidies' are' given to the local 
bodies by the State Government for specifio items such 4s, buildings or 
equipment, or salaries and allowances of 'teachers. 

! " -. • • ! . • ,. h""'- • ,, •• 

(b) By payment of block grants as financial &jsistance to poorer local 
bodies to ecabl~ them to' ba.l&nca t'heir"~~dge~s. •"·Such block grants. 
a.re distinguishable from grants fur' speoifi.o purpJses.' The system oc:' 
block gra.nts has, in recent years, bJea·la.rgely'discolitinued. ' 

. .: . r ~ · . : u •- •. • , . ;: . .- .• ,, :! •.. ~ 

(c) By proportional grants inClluding percentage and. unit grants in whic'h 
grants made by th~ State Governme.nt bear a.· sp!!_ci~o ~roportion. to.' 
the total expenditure. Grants for education and medical relief in I 

:many states are of such a. nature~ - ~ .. ~ ~. . ' .. 

In India., grants·in·aid have bean growing in import~nce in thirt~ years a.nd 
the rural looa.l b ldias putioula.dy h9.ve c'lme b d1p3nd UtJ'lO them for a very large 
proportion of their income.- · ., - '· ·· -· ' · · ~·"'' · ' · 

619. Madras. In ~hdra.s, graots-in·a.id a.re given by Government to loca.l 
bodies for the purpos~~ me';ltioned below :::.._.· ·· · · •· · · ' 

{i) Roads, brides, culverts etc. 
' ' 

(ii) Payment of dearness allowanee te sta.! te the !'Xt~.nt to which local 
bodies are unable to meet the expenditure .. 

···- ·~·-· 

(iii) Educa.tion ; 

(iv) Medical a.nd public hea.lth purposes inc:luding gr.~~t~ fo: protected 
wa.ter supply and drainage schemes. 

• . ..... ,. ~ ~ f ;., •..• 
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The sub-joined figures indica.~e the p&ee d waieh Gonrnmen• &&llillt&ncG to 
loc&l bodiea ha.s pro~nilsed in 'hia Stde :-

Jl unicipaUt1ea Dutrict Board• 
Isgo-91 Ra. ~.11 la.i:hl. Ra. 3.07 la.khl 
1900·01 " 

1.3, 
" " 

2.85 " 1910-11 •• "'7.4:8 .. .. 21.63 " 1920·21 " 17.95 .. .. 74:.76 " 1930-31 " 
21.42 .. •• 167.19 .. 

1940-41 .. 30.20 .. 
194:8-4:9 " 47.54 " tt 202.59 " 

620. Bombay. In Bomb&y, Government assista.nce in the case of munici-
palities is for the following purposes :- · 

(1) Fifty per cent, gra.nt-in·aid to meet the cost of dea.rness allowance 
to the staff except Ahmedabad; Poona., Surat, Sholapur and Hubli 
municipalities which being big industria.! centres were expected to 
raise income by mea.ns of a.ddi.tiona.l taxes to meet expenditure on 
this account. 

(2) Water Supply and Drainag~. Fifty per cent. towa.rds capital cost 
in the case of dsistrict municipalities and 33.1/3% in the case of 
borough municipalities. 

(3) Health Officers and l::ianitary ln.5pecto;s, Government bear one-half 
the cost on ·account of medical officers of health appointed by 
municipa.lities and one-third in the case of Sanitary Inspectors 
and Chief Sanitary Inspectors. 

(4:) Housing of Harijan employee.!. Government pay subsides to
wards capital cost equivalent to 
(1) 33.1/3% to Borough municipalities and 
(2) 50% in the ca.se of district municipalities. 

(5) Primary EUucation. Government bear oue·ball the approved ex· 
penditure in the ca.se of authorised municipalities except Ahmedabad 
which gets only one-fourth and Poona. City, Surat and Sholapur 
which get one-third. 

(6) Non-recurriug grants towards epidemic control. In the case of 
District Boards the Government assistance is in the following 

- form:-

I. Statutory grants on account of-
( a) salaries of Chief Officer or Engiceer and Health Officer (two·thirds) 

provided, appointment approved by Government. 
(b) Grants for the abolition of tolls, This is a. compensatory gr&nt 

equal to the net a. vera.ge annual income of the board from tolls 
during the three years ending 31st March 1936, plus 10 per cent. 

(c) Primary Education Grants. Local Boards contribute 15 pies out 
of M pies of local fund cess collected by them. The b&la.nee is 
borne by GoTernment. 

II. NoD-Statutoi'J'-
(a) Gra.nts for local public works. 
(b) Dearness allowa.nca gra.nts-50'?~ of the expenditure on this account. 

-----
•Includes Rs. 3·5· lakhs &:rant-in-aid of sanitation. 
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(c) Village water-supply ; 
(d) Dispensary grants. 

The sub-joined figures indicate the "extent of State assistance to local bodies 
during the years 1948-49 and 1.949-50. 1 -

(In thousa~ds of rupees) 
M unici palites District Boards 

Year Provincial Recurring Non· re- Total Recurring Non-re- Total 
Revenues curring curring 

1948-49 50,93,97 55,77 50,29 106,06 4:,82,34: 230 4:,84:,64 
2.1% 9.5% 

1949-50 52,85,76 73,66 75.56 5,11,30 311 5,14:,41 
1.3% . 9.7% 

621. West Bengal. In· West Bengal, State assistance to municipalities is 
made by means of grants-in-aid for the following purpos_es :-

(1) Dearness allowance to staff · 
(2) Health grants. 

(3) Public Works grants. 

In addition to the above grants, the District Boards receive the following:
(4) Annual subsidy not oxceeding Rs. 2,000 to approved thana. health 

units maintained by district boards. 

(5) Two·fifths of the annual cost of permanent thana. vaccinators who 
are district board employees and subsidies. 

(6) The pay of health assistant per thana health unit for compilation 
of vital statistics. ..• 

(7) Kala-azar grants. 

(8) Grants to thana and village dispensaries nr'ainta.ined by district 
boards at the rate of Rs. 5,00J and 250 res}:>ectively per annum. · 

The provision included in th~ 1948·!9 builget estimate for this purpose was 
as under:-

A. 1. Calcutta. Corporation 
2. Other municipalities 

3. District Boards 

Total 

Rs •. 81,17,725 
•• 26,01,500 
II 37,88,321 

Rs. 145,07,546 

B. Total amount of Road and Public Wo.rks cess) 
received by district bJards. Rs. 32,73,040 

31,76,52,000 C. Totc~.l revenue receipts of the State 11 

Percentage of total grants-in-aid to local bodies} 
(excluding receipts from Roads and P. W. 
Cess) to total revenue. 

4.56 

62J. Uttar Pradesh. In Uttar Pradesh, grants-in-aid out of the general 
pool of State revenues are gi van to local bodies towards : 

(a.) general ex.penditure. 
(b) expenditure on education. 
(c) ,, ,. medical relief i 
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- ~ .,. .. .I. I ~ ......... ~· • 

(d) expenditure on -public health ; 

(u) , ,, drainage & ~a.ter works ; 
~ • " ' • .... . : r :--. . • •. r 

(f) ., ., roads & civil works ; • . • ... · ,; .. , ;.. 

(g) ., ,. grant of dearness allowances ; · 
•• ' .~1 ..1,..; ... ···-- ~ ' •. 

(~) ., ., ·on other activities ; 

The principles generally observed in making gra.nts for education, medical re
lief, public and communications a.re described ·in detail in the special chapters under 
the above heads. The grant-in-ail f<?r- general- purposes includes the following 
Hems =- ,.. . '~ ,· ' r-l .. - · .. I' ' .. " . ·. .., ' 

' (1) Contract grants in a.id f lr miscellaneous purposes to 15 di.~trict buards 
consequent On the tra.nsfer' of 1 JCal r&tes, (Which' Were appropriated for -expenditure 
on rura.l police). On the receipt of 'certain additional gra.nt.in-a.id from the Govern
ment of India, the U. P. GJvei.'nment 'fixe/1 on the eve of world War I a standard 
expenditure to be' incurred. by district boards tinder, certain heads and the boards 
which could not keep sheir expenditure upto· the prescribed standard were givan 
gra.nts-in-a.id by Government in order to enable them to do so. These are known 
as contract grant-in-aid, and their amounts ware fixed in 1914-15. Only 15 district 
boards gat these grants and the sys~em has remaine<lnncha.nged till to day. 

(2) Contract gra.nts in aid to. Sah&ranpur ·and Bullandshahr dhtrict boards 
for genera.! purposes. This··repi'esents amounts ·which-were· decided in1926 to be 
given to these two district boa.rds because they ha.d been required to spend substan
tial portions of their income on education and were in consequence cdppied and 
'vera una.ble to provide sl!-Jlic,iently lor ~r~i~~ry !'d~nistra.tion. · · 

(3) Grant-in-aid to District Board Debra. Dun for veterinary purposes. 
It was decided in 1914 at the time of overhauling the system of contract 

_ gra.nts-in·aid that Debra Dun Disttict Board must receive a special gra.nt-in·a.id of 
Rs.l,295/· for veteri(Jary purposes a.nd t~?-erefore this ·~um· was· made' an integral 
part of the contract gr8.rtt iri aid -~-o· the Board. ' o:: 1 1 

• . • . . 

· ( 4) ' Contr~ct g~ant in ~id' to. Dlst'r'ict Board Balli a. It represents a. special 
grant to Ballia Distric~ Board owing to a.' revision ordered by Government in the 
acerage rate in force in the district which adversely affected the Boa.rd's- receipts from 
acreage cess. It 'was then decided to ma.ke a. permanent increase of Rs. 5,626/
in t~e contr_act ~rant in a.id to this board to cover the lo~~· 

(5) . Grant-in-aid to District Board Ba.llia on a.cc;unt of the surplus receipts 
of Ballia. larry 'mana.ged by the District Ma.gistra.te. In 1920 owing to the shifting 
of the river; BaHia. ferry came within the municipal limits a.nd the management was 
entrusted to the D1strict Ma.gistra.te on baha.lf of the district boa.r<l who were give:.~ 
the whole of the net ferry income a.s gra.nt·in·a.id. 

(6) Special gra.nt~·in-a.id'to a· hill aist'ri~t boards in Kumaun. It was decided 
in 1918 to make gra.nts-in·aid totalling Rs. 77,375/- to the three hill district boards 
in Kuma.un division· because it was considered desirable a.nd necessary to allow 
the bill boards a. share out of "the 'Government ' profits from Kuinaun forests 
particularly hi view of t,ha geher&l backwa. rdness ·'of their a.dministra.tion. Besides 
this, the district boa.rdS'in Kum!l.un receive '·&nnu!.l gra.nts-in-aid tota.lling R;;. 2 

. lak:hs from th~ f9rest depa.rtm~nt. · · 
(7) Gra.nt-iu·aid to District Boa.rd Jhansi &s eompenea.tion for loss of certain 

groves. In 1932 certa.in groves whioh ba.d tjll· iihe9 been ma.na.ged by the dietrict 
board were transferred to the ma.n&gement of the Boa.rd of Revenue and it was de
cided to compensate the Bo&rd qn 'bhe 'basis 'or· the · a. veraga of the precedi og 5 
yea.rs. ,, ! r - . 
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(8) Grant-in-aid to District Board, Naini Tal of Rs. 40,000/- to compensate 
it for the loss resulting from the exemption of oerbin Government estate& in Ta.iai 
and Bhabhar from local ra.tea. 

(9) Certain recurring grants. a.r; als!l given to i few iminicipal boards as 
oompenia.tion or iubsidy for Jo~s of income !rC:lm (a) certairy .. ~axes (b) N.azul prci· 
pPrty or stare lands re&umed by Government and (c) as maintenance charges for 
flood protection works etc. -· · 

Grant-in-aid towards expenditure o~ drainage and Waterworks. 
In 1947-48, Government started a scheme with a provision of Rs .. 20 la.khs for 

giving grants-in·aid, to the extent of half the cost of the projectR, to municipalities 
for execution of drain&~ and water supply project's as part of Government's Post 
War D3velopmen~ programme entitled to p&rticipa.te in the Government of India's 
~~~ . 

Grants-in-aid towards expenditur~· d!i dearnesi aiiowance. 
Governinimt gives i gr&nt to all rooa.I bodie~ io~Arak expenihttire incurred by 

thein on .account of dearness &Uo'w&nce to th~ir low .Paid employees. The scheme 
was started in 1944-45. The present rate of ~ubsidy amounts to Rs. 6 per }'lermil.· 
nent employee drawing & s8.l&ry of Rs. 40!· p.m .. or Jess except iri the ca~e of 
ieachers in whose case subsidy i~ pay& hie irre~i>Eietive i?f tlieir pay. The ali: penditure 
during 1946·47 on this aeoonnt waa &botit R~. 63."6 lii.khs ·which in subsequent ye:i.rs 
increased to about Rs. 70.2 lakhs. _ 

cranii;.iri .. &icl io~&ras expenJitlir~ ~n oilier •ctm.t~el c,t to'cai hoc1i;.. . 
• ' • ' ' - ~. . - • I •• ' 

Gra.nts-in·aid are paid from t1me to tim~ under ~he above head for some of 
the other activities of local bodies e.g. fo.r. the development of cottage industtieB', • 
for veterinary hospitals etc. 1 ~ri.nh-fn-aid. aggregating pver Rs. 1.5 lakhs were 
paid to district boards in 1947-4:8 tovri.rds the cost of elections. Aga\n grants·in· 
aid amo~n.ting t~ a_bont Rs: 3.4 l~khs were given in t~e. :ea.r 1947-48. towards 
the prC'vlsion of relief t6 dulpfaeed persons from Paktsta.n. There are no fixed 
pri noi plea for giving such gr•nts-in-&id. They are made' to ana ble the boards to 
meet unforeseen emergent contingencies. 

Grant11-·in·aid wer~ &lao glven to local bodies e·quivalent to (1) certain receipts 
from cattle pounds ·under the Cattle Tresspas's Act (2) proceeds from ferries (3) 
proceeds h-om magisterial fines under certain enactments. Prior tci the Govern
ment of India Act, 1935 these sources ·or incoma belonged to the local bodies but 
~inca thee have begun to be credited to the provincial revenues and grants given 
to cJmpensa.te the loca.I bodies for the loss sustained by then:t duEl to constitutional 
changes. The total grant& paid in this cohnection during 1946-4 7 were as 
follows:- , 

Equivalent to cattle p6tind . • 

" 

" 

reee!pts Rs. 1'1.7 lafrhs -
•• ferry receipts. 

Rs. 1i.3 ,, 
, magisterial 

fines. its. s.!l .. 
Gra.'nts equivalent to 45 PeF cent. of . receipts ~rcinl'l'ehh~za.ri fees on provin

cial roads running through local a:reas are paid to local bodies concerned, Govern
mont retaining the remaining M%. The total athdurit of such grants oomes to 
ahnut R~. 10,00) per annum only. Moreov·er the iodeipt from provincial ferries, 
after deducting the expenditure on nlainten&tice of tlle ferries are distributed as 
grants-in·aid among the district J?oar'ds ~oneerned; The total amount of grants-iQ· 
!l.id given on this ~ccount in the year 1946-47 was over Bs. llalrh, 
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1946·47 
(In lakbs of rupees) 
District Boards 178 
Municipalities 69 
Town Areas 3.5 
Nc.tified Areas 2.5 

253 

1947.48 

{In lakhs of rupees) 
. . 214 

86.5 
3.6 
2.6 

306.7 

Total grant·in·aid was only 8% of the total 
a hove two years. 

revenues of the State during the 

. 1948·49 Rs. 247 lakhs 
1949·50 Rs. 373 

" 
Rs. 49.2 crores. 
Rs. 56.2 ,, 

623. Punjab. In the Pupja.h no specific policy has been laid down for 
regulating State assistance to loc11.l bodies. Grants are paid under the beads (1} 
Education (2) Medical (3) Public Health (4) Engineerin~ works (5) Miscellaneous 
(6) General such as block ~rants to district boards and pancbayat!l. The S~ate 
Government are of the opinion that no grants·in·aid should be distributed in the 
form of block grants for each service but according to the ne9ds of the localities. 
The ahilitv of each local hodv to ra.i!::e Inca) funos ·and the necessity for local 
expenditu~e upon each service hy it should be determined, by fixing a minimum 
sta.ndud rate which evary lol'al bony should impose. The gra.nt should in their 
opinion, be the difference between the amour.t nf expenditure based on the minimm 

• standard expenditure a.nd"the amount"produced from minimum rate. This scheme 
has two characteristics ; it m1kes {i) for economy and (2} for equalixing the burden 
of local taxa.tion. 

The budgetary provision on this account for the yea.r 1950-51 is as under:-
Gra.nt-in-aiJ Rs. 1,45,93,270 
Loa.ns & Advances Rs. 8,00,010 
Total State Revenues 16,63,59,000 
Percentage of Govt. grant 
to total revenues. 8. 7 

624. Bihar. Municipalities in this State receive no statutory grants but 
only non-statutory grants for specific purposes are sanctioned to them such as 
gr1:.nts for educational purposes, for medical purposes, for maintanence of roads 
out o{ the proceeds onder the Motor Vehicles Taxation Act and for gAneral purposes 
such as purchase of equipment and construction of quarterH for harijan employees. 
They also get grant in lieu of fines and penalities under the various Acts such 
as the municipal Act, the Prevention of Cruelty to Animals Act and lees under the 
Petroleum Act which uged to be credited to them prior to the adaptation of these 
Acts by the Adaptation of Indian Laws Orders 1937. Grants for purposes other than 
the above e.g., capital projects al110 have been made tg municipalities. The deter
mining factor in these cases being the requirements of the individual municipality 
applying for such grants and whether by reason of efficient management of 
municipal affairs it deserves some assistance {rom Government. 

District boards do not receive any statutory grants for any specific purposes. 
On the other hand they get the following non-statutory grants for specific objects:-

(1) gra.nt from Motor Vehicl~>s Taxation proceeds and other grants for 
improvement of communications, 

(2} gt'll.nta for ~a.intena.nce of hospitals or di11pensa.ries1 
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{3) education grant for ma.intenance,of schools, 
{4) proceeds from petrol tax are given by the Central Gonrnmen' 

to State Go·vernments who distribute it to local bodies in the 
form of &obvention for repairs of roads. 

The present system of gra.nt·in-aid is not based on any fix~d ~rinciple. Por 
instance district boards get fixed education grants for maintenance of schools on 
the condition that they spend a. certain minimum fixed by the State Government· 
over education. The principle of giving grants for education and public health 
purposes etc. on the basis of the population of a. district or on its finanoia.l 
capacity has not been worked out Grants are made according to 'the requiremeuts 
of district boa.rqi and Governments capacity to sanction them. · 

1847-48 
1948·49 
1949·50 

Grants-in.aid 

Rs. 1,62,46,919 
.. 1,42,75;986 
.. 1,85,37 ,5~9 

625. Orissa. The State Govern'llent are giving gra.nts iu-a.id to district 
boards and municipa.lities for purposes relating to medical relief {medical and 
public hea.lth) education and communications, The principles regulating grants 
for such purposes are outlined in the relevant chapters. The figures for the 
yea.r 1949-50 were as under:-

Grant·in-a.id Rs. 56,88,617 
Tota.l Sta.te revenue 
Percentage of gra.nt in 
aid to tota.l revenue 

Details of'grant-in-aid. • .. • 

1. Civil Works & Miscellaneous 

Assignments. 

2. Education 
3: Medical 

Land Cess 

Total 

Compensation payable to Local Bodies. 
1. Entertainment ta.x 
2. 27·Administration ofjustice 
3. M. V. Taxation Act. 
4. 57-Miscellaneous, 

Total 

10,98,04,000 

5.18 

Rs.~ 10,49,925 
• J-8,01,522 

2,35,769 
' 

Rs. 30,87,216 

Rs. 18,87,700 

Rs. 14,086 
18,758 

6,54,530 
27,027 

----
7,14.401 

626. Madhya Pradesh. The State Government is of opinion that St~ta 
subventions should be restricted to semi-national services or those which are 
administered by local authorities but in which the State has at the sa.me tima 
so marked an interest in their efficiency as to justify a. claim to the super
vision of their administration. These services which are both centrally and 
locally a.dminis~ered and intima.tely concern the h.ealth a,nd "feU bein!J of thQ · 
residents of the State fall into three main groups, · 

(a.) Educatioq 
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(b) Public Health 
(c) Communications. 

Government at present contribute towa.rds the expenditure on these services 
on certain conditions deta.iled in the relevant chapters of this report. 

The sub-joined figures indicate the extent of financia.l assistance to va.rious 
local bodies in this State a.s' provided in the budget estim•tes for the -yea.r 
1950·51. 

I. Compensation. 
Bha.re of revenue from Court fee 
Motor V eh!cles Tua bion Aob 

ata.mps 2,000 

II. Grant-in·aid. 
Education 
Public Health 
Subsidy towards oomposiag town 

·refuse. 
Veterinary 
Yiscellaneoua 

Bs. 45,000 

72,11,000 
4:,83,000 

64,300 
5,31,000 

'19,55,000 

Total 1,62,05.000 

Percentage of totai gra.nt-ln-aid 
· to total revenue (17,57,63,000) 10.8 

626. Assam In Assam, the payment of Government aid is regulated by 
the needs of particular localities, due. regard being given to the back
ward or undeveloped character of the areas as also the capacity 
of the bodies to execute works. This principle appears to the State Govern· 
ment sound as the m&.in function of grants·in-aid according to them is to equalise 
the resources of different local bodies and to serve as & supplement to local 
be earmarked for particula.r resources. They, however, consider that grants should 
purposes to ensure that those services are rendered and that there should be 
detailed scruting of expenditure on grant·in-aid works. 

The following figures indicate the extent of state assistance for the year 
1948-49 :-

Grant in aid Rs. 
Total Provincial eevenue 
Percentage of gr&nt-in-aid to total · 

58,34.582 
7,63,68,000 

revenue. 7.6 
The details of the grant-in·a.id are as under :-
Education 
Medical relief 
Public Health 
Communications 
General purposes 

Total 

28,29,763 
4,10.800 
9,57,736 

12,50,869 
2,16,414: 

58,34,582 . 

. 628. From the deta.ils given, it would be clear that the existing scale of 
Govornment assistance towa.rds education, medical relief, public health and 
communications bas proved inadequ&te and is likely to prove more 110, when 
!llction i~J initiated to achieve the targets la.id down ia the Constitution. 
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It must be admitted that inspite of sqme improvement in the policy of State 
Government since 1921 and consequent widening of the powers of local bodies, 
the preseut position . regarding gra.nt·in-aid in India is not satisfs.ctory. The 
Sts.te Government while investing loc&l bo9,ies with wider responsibilities must 
also place at their disposal adequate funds to supplement their - revenue ; li.s 
enn with the utmost development of their own resources, they cannot expect 
to ha.ve adequate funds for an efficient fu_nctioning of their services;-

629. Grants-in-aid should be so given ths.t, while achieving clearly de
fined objects of policy and administration, they do not encourage in the local 
bodies an unwillingness to develope their own resources. Self-help is essential 

1 for the develepment of local government ; and although it may not be possible to . 
make that it needs, the principle of self-help does not become any the less 
imports.nt on that s.ccount. 

State Governments should, therefore, continua·. to make use of the · gr~nts 
for· stimulating self-help. This, however, ought I;lOt to be the only or the . 
most important object of their grant-in-aid policy. That objecp·' 
must be the equalization of opportunities and reseurces. As a. nece· 
ssary corolls.ry of such policy, the local bodies have to~ be guided by national 
considerations in the administration of their services. They should maintain the 
nations.l minimum of efficiency, but more important that is the necessity or' 
evolving, formulating s.rid adopting common policies. To achieve this central 
coordination appears to be more necessary than-. central control. 

The grants should therefore be so administered as to fit in with the 
needs of a system for the efficiency and succes.s of which both local initiative · 
and national purpose are equally essential. The State Government h&ve, at . 
present to work the system of grant~_..in-aid on the basis of the assessment of 
means and needs, but in asse3sing bJth they sh'luld appreciate the effect of ; 
national factors on the rc3ourc33 and re]uire-nJ:J.ts of J->ca.l authorities and 
the system consciously used as a Cl.evice for pooling resqu'rces, ideas . arid needs , 
so that loc!l.l self·gwernment m!I.Y without imp3oidng its aut'Jnomy, gain in effective· · 
ness and unity of purpose. 

630. The criticism generally levelled against the present system of grant· 
in-aid is that it ignores local needs and hampers progress of social services in 
the less developed areas. What is needed, therefore, is a reorientation of policy 
so as to render local bodies capable of bringing the maximum benefit to the · 
common man. 

631. With a view to rationalise the entire policy of the state assistance 
of local bodies so that they may be enabled to meet the enlarged responsibility 
in the domain or nation building activities like primary education, public . 
health and communications imposed on them by the Constitution, it is necessa.ry · · 
to evolve a workable basis or some rational formula for such grants (as in .' 
the case of educational grants in England) with 'reference to a num her of factors'· 
including the necessity for the services, and an allowance for the wealth or ' 
prosperity of the area concerned. The greate3b advantage of a formula grant 
is that this method of calculation provides an amount for each of the services 
on the basis of data related to the particular necessity of the area. under its 
jurisdiction. The disadvantage of such a system on the other hand is that it is • 1 

extremely difficult to discover all the necessary factora of requirements and 
ability which would produce a really fa.ir and equit!l.ble formula. The p:>ints 
arising for decision therefore in regard to a. system of gra.nts·in·a.id to local 
bodies by State Government are.-
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(1) what should be the guiding principle for making such grants? 

(2) on what basis should the amount of grant be distributed ? 
632. It is not easy to provide definite answers to the questions posed above. 

We are generally of that opinion that wherever possible, local bodies should be 
assigned sources of revenue in preference to grants. \Vhere it is not possible 
to mest the full reruirements of local bodies from assigned revenues, grants should 
be given as a last resort. During the course of evidence in almost every state we 
were told that the grants a.t present given wer/3 based on no understandable prin· 
ciples and that generally they were not based on needs. We are not in a position 
to sa.y how for this is true, we are only concerned with placing the existing system 
on & regular basis and not with individual grievances. The system of assignment 
of revenues suffers from the defect that it does not offer equal financial assistance 
to every body. Some get more and some get less, even though their needs may be 
greater. To remedy such inequalities we have suggested that grants·in-aid should 
be given. Otherwise, generally, we would prefer that independent sources of 
revenue should be placed at the disposal of local bodies: ·They would then know 
what funds they were going to get in any particular year and plan accordingly. 
At present, we are told, they live a more or less hand to mouth existance not 
knowing what government grants they will get in any particular year. This un
certaintiy will be removed and they will feel more secure when revenues are assi· 
gned to them. 

633. The next question that arises is what souice3 of revenue are suitable 
for. such assignments? We have in the chapter on p.1wer of taxation already 
recommended that the net proceeds of certain taxes (including some taxes which 
are at present u.sed for State purposes) should be definitely earmarked for the 
purposes' of local bodies. In addition, we consider that certain taxes which are 
now allocated entirely to state governments should be shared by them with the 
local bodies. 

634. The first kl,x that we recommend for such consideration is the land 
revenue. !!'he neads of runl areas are very great and the financial resources at 
their disposal are very inadequate compared to urban areas. The only manner in 
which district boards can discharge their functions adequately is by being allowed 
to share in the net proceeds of land revenue. "\Ve recommend that 15% of the net 
proceeds of land revenue accruing wibhin the area of a district board (which is not 
already· assigned to panchaya.ts within the district) should be assigned to the 
district board. · 

635. We a.lso recommend for such consideration the motor vehicles tax. 
Severalloca.l bodies, including some of the bigger ones, have made this demand. 
So far a.s the loss from toll income is concerned, we have suggested in the chapter 
on communications that the question of revising the compensation paid to local 
bodies should be reopened. But there are many local bodies which though not 
entitled to compensation on this account, but still feel that they have a. good case 
for sharing the net proceeds of the motor vehicles tax with the State Gevernment 
on account of wear and tear to their roads and increasing cost of construction and 
repair·of such roads. We find that the position with regard to local taxation of 
.motor vehicles is not the same in all states. Some states permit the levy of a 
wheel ta.x by local bodies on motor vehicles ; others do not. We are not in fa. vour 
of the imposition of a. separate vehicle tax on motor cars by local bodies in addi
tion to the,State tax. We recommend the sharing of the net proceeds of the motor 
vehicle tax with the State Government. We leave it to the State Governments to 
determine the principles on which these proceeds will be shared as the circum
stances in each state are not the same. One of our colleagues is in fa.vour of 
sharing the net proceeds on a. fifty-fifty basis. Another is of the view that where 
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local bodies are permitted to levy wheel tax on motor vehicles the question of 
sharing the tax with the State Government does not arise. 

636. Another suggestion made to us was that _there should be surcharge 
for the benefit of local body on stamp duties on transfer of immovable property. 
Such surcharge is already levied for the benefit of some Improvement Trusts and 
also for local bodies in Madras. We do not recommend any change in. the status 
quo but are not in favour of extending tha_ system to local bodies generally. We 
have, however, recommended such a. surcharge for village panchayats as a. special 
case, because we cannot think of any other suitable means of increasing their 
financial resources which are exceedingly poor. That is the only exception we 
would wish to make in this matter. · 

637. Several witnessess asked for a share in ·the saJes tax or, alternately a 
surcharge on the sales tax for local purposes. We have considered all the argu
ments in favour of such a suggestion, but we regret we ~annat recommend it. We 
are of the view that the sales tax should remain wholly I!' Sta.te source of revenue. 

638, We have recommended above that grants should be given in order to 
supplement resources wherever deficient. The question then a.rises on wha.t basis 
should such grants be regulated. Grants are of two kinds ; sta.tutory and 
non-statutory. With regard to statutory gra.nts fixed principles already obtain in 
certain states and there is not the . same complaint from local bodies. It is 

. chiefly with regard to voluntary grants that .local bodies insist upon their regula
tion on certain :fi.xe:l principles. We regret we are unable to suggest what should 
be the basis for each grant in the various states. We have neither the material 
at our disposal nor the time to go into this question. We suggest that this ques
tion may be considered by each government in accordance with the local condi· 
tiona and requirements. It is desirable that all grants whether statutory or non
statutory should be given on some definitE\ and understandable principles, as is done . 
in European countries, particularly in England. 

639. We find that the information at present a.va.ilabl~regarding the :finan· 
cial assistance rendered by each state gJvernment to the local bodies within it 
jurisdiction is not easily ascertainable and is scattered over various heads of the 
state budgets, from which it is not easy to collect full information. It is accordingly 
suggested that each State Government may at the time of preparing the budget 
include in the finance department's e.xphnatory . memorandum, a. statement showing 
the assistance to local bodies. Such a statement should also include items which 

, d() not appea.r in the budgat suuh &3 transfer of land, or 'loDY other form of finan
cial a.ssista.nce for which vote of the legislature is required. 
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EDUCATION 

640. Elementa.ry educ&tion is one of the obligatory functions of local 
bodies under the Acts constituting them. There is no such obligation with re
gard to the other bra.nches of education such as, secondary, technical or colle
giate which are entirely discretionary. In the early stagas of their existence, 
local bodies did not have to spend much on elementary education, as the Govern
ment of India. did not have any pa.rticula.r policy regarding free and compulsory 
primary education. But ever siuce the Monta.gu-Chelmsford Reforms, the pace 
of expenditure on elementa.ry education has increased and with it the expenditure 
incurred by local b9dies. lu addition to this some loca.l bodies are incurring a. 
small expenditure on secondary a.nd technical educa.tion and, in a. few cases, :there 
are also colleges maintl,ined by local bodies. In respect of these, we consider that 
there should be no financial responsibility on local bodies and that they should be 
relieved entirely of this liability. 

641. Article 45 of the Constitution says that the State shall endeavour to 
provide within a period of ten ye&rs from th~ commencement of the Cunstitution 
for free and compulsory educa.cion for all children until they/ cJrnplete th3 age of 
fourteen years. This directive is bound to increase the finandal liability of local 
bodies in the years to come if any portion of this liability is to be placed on 
them. 

642. Some of us feel th&t the entire responsibility for primary education 
including control and finance should vest in the Sbate Government. We are, 
however, doubtful, if we would be justifie:l in making such a far-reaching recom
mendations as regardsd;_ransfer of functions and have not gone into the question. 
The recommendations thll!t follow ara b&sed on the assumption that the present 
system of distribution of financial respJnsibility for primary education be~IVJen the 
State Government and local bodies will remain as it is. 

643. Madras. The first Madra3 Elementary Education Act was passed in 
1920. Since then it bas been censiderably ·revised. It was amended in 1931, 
1934, 1935, 1938, 1939, 1941, 1943, 19!6 and 19!8. In its present form the Act en
visages the establishmer. t of an elementary education fund for each local authority 
(section 32) to which shall be credited j-

(i) Proceeds of education tax i 

(ii) Contribution from local authority ; 
(iii) Government grant ; 
(iv) Fines & penalties under the Act i 

( v) Income from endowments and property owned or ma.naged for the 
benefit of elementary education ; 

(vi) School fees~. if any colleeted i 

(vii) All other moneys received for the purposes of the Act. 

The levy of the education tax is provided for iu section 34 of the Act. 
Under that section, any municipa.l council or any district board may, with the 
previous sanction of the Provincia.! Government a.nd shall, if so directed by them, 
levy within its area. (or in any part in the case of the district boards) taxes at such 
percentage (a.s may be considered suita.ble) of the taxation levied in any such a.rea. 
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(or part thereof in the case of district boards) under the law for the time being 
in force governing them under all or any of the following heads, namely. - . 

(i) Municipal counoils=(Property ta.:s:, tn: on companies and profession 
tax) , 

(ii) District Boards · =(Land Cess, Profession tax and house tax). 
The rate of education tax is 15% of property tax within the limits of the 

City of Madras Municipal Corporation. In the district board areas, the rate 
varies from 10 pies in the rupee of land revenue in Bellary and Tanjore district t()-
37 pies in Sa.lem and the average works out at 20.5 pies in the rupee. In the case 
of municipal areas the education tax is levied as a. surcharge on pro:perty tax at 
r&tes. va.rying with each municipa.lity. The actual rates in force in each urban 
area are given in the chapter on Property Tax. The receipts from this source durin~ 
the decennial period ending 1947·48 were as under:-

1938-89 
1939-40 
194Q-41 
1941·4~ 
1942-43 
1943-44 
1944-45 
1945·46 
1946-47 
1947-48 

Receipts from education 
tax (in lakhs .of rupees) 

29.49· 
26.60 
28.5~ 
38.06 

. 48.89 
55.97 
75.34 
89.71 
93.43 

116.74 
It will be seen from the aboTe figures that local taxation in rega.rd to education 

has increased four times within this petiod. . 

For the purpose of contributions by loca.l bodies to the ~lementiuy Education 
Fund, section 32 of the Madras Elementary Education ~~. 1920, contains the 
following provision :-

''32-( 1-a) an annual contribution from the general funds of such authority, 
not being less than a minimum fixed by the Provincial Govern· 
ment in that behalf. 

(1-b) such additional contribution· from the general funds of such 
authority as the Provincial Government may decide to be 
necessary in any year in order to bala.nce the budget of the fund 
for such yea.r. 

The contributions made by local bodies from their goneral funds during the 
period under review were as under :

Yea.r 

1938·39 
1939·40 
1940-41 
1941-4:2 
1942-43 
1943-44 
1944-45 
1945-46 
1946-47 
1947·48 

Contributions from local 
bodies ( in lakbs of 
rupees). 
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32.49 
83.46 
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24.45 
27.97 
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99-59 



EDUCATION 

It will be sean from the above figures that th~ expenditure borne by iener&l 

funds of loca.I bodies has increased 3l times. 

As aga.inst this, the Government grants for. elementary education were a.s 
under:-

Year Government Grants 
(in Ia.khs of rupees) 

1938·39 89.13. 

1939-40 89.23 

1940·41 89.43 
.1941-42 91.39 
1942-43 92.92 
1~43-44 95.91 

1944-45 110.80 
1945-46 145.44 

1946-47 169.22 

194:7·48 ~53.00 

The figures given above are inclusive of grants .to the Madras City Corpor&• 

tion. n will a.ppea.r that as a.ga.inst Rs. 216.32 lakhs contributed by local bodies, 
the Government grant was only Rs. 153 lakhs. 

' 
Prior te 1941, the Government contributions were fixed with reference to the 

entire proceeds of the educa.tion tax realised by local bodies. In thn.t year Govern· 
ment amended the Elementary Education Act withdrawing from the obligation to 
make a. contribution in'\qspoct o{ taxation san~tioned after ti?.at year. Thus local 
bodies get more or less fixed contributions in respect of education tax·realised 
by them. The total figure of Rs. 153 la.khs for Government grants was made up as 
under:-:-

(i) Rs. 33 lakhs 
(ii) Rs. 68 lakhs 

(iii) Rs. 45 la.khs 

-grant in respect of education tax. 
-subsidies for ·opening schools in schoolless 

areas. 
-subsidies for introduction of compulsion in 

district board areas. 
(iv) Rs. 7 la.'k:hs -Grants for construction of school buildings at 

half the estimated cost. 
The Government of Madras state that of the grant of Rs. 153 la.khs only Rs. 

60 lakhs is statutory, the balance being discretionary. 
They consider that ''the administration of elementary education is not a 

burden on the finances of local bodies which are able to bear it'', and that ''the 
finances of the provincial government cannot afford to bear any appreciable expen· 
diture above that already incurred in the past few yea'rs". They, hr>wever, state 

. thn.t the question of increasing the incidence of the education tax and of raising 
the r~to of Qontdbution l'&yable by Government is 1mder ~xamina.tion. 
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Th; over-all position is portrayed in the sub-joined statement:-

Yea.r Local bodies ·.Receipts Government Net expenditure. 
expenditure from grants from local funds 
on primary education 
education tax ---- ----- ------

1938-39 
1939·40 
1940-41 
1941-49 
1942·43 
1943-44 
1944-45 
1945·46 
1946-47 
1947-38 

146.80 
148.32 
151.41 
157.57 
166-SO 
179.85 
222.55 
280.73 
318.23 
369.33 

(In lakbs of rupees) 

29.29 89.13 
26.60 89.23 
28.52 89.43 
38.06 91.39 
48B9 92~6 
55.97 . 95.91 
75.34 110.80 

. 89.71 145.44• 
93.43 169.22 . 

116.74 . 153.00 

2818 
32.49 
38."~ 
28.12 
24.45 
27.97 
36.41 
4:5.58 
55.58 
99.59 

According to these figures the growth under each bead during the period 
under review was as under :-

Yaar Total expendi-
ture on 

· primary 
education 

Education 
tax 

.• ---
(In lakhs of Rupees) 

1947-49 369.33 116.74: 
1938-39 146.80 29.49 

---- ----
222.53 87.25 

or or 

Government 
Grants 

-----
15~ 
8 .13 
---
63.67 
or 

Expendi• 
ture 
from 
general 
funds 
of local 
bodies 

99.59 
28.18 
--4--

71.41 
or 

151.5% 295.8% 71.6% 253.4% 
It will thus be seen that while the government grants ba.ve inereased by '71 

per cent, the growth of education tax has been 295 per cent, and that of expenditure 
from general funds of looa.l bodies 253 per cent. 

644. It is reccommended that after the levy of education tax at & proper 
level, of which the State G.1vernment must be the judge, contribution from general 
funds of local bodies for educational purp~ses should not excead the proportion 
that such contribution now bears to the income (excluding government grants) of· 
such local bodies a.nd the whole of the re:naining expenditure should be borne by 
the State Government. 

645. Bombay, The first Bombay Primary Education Act was passed if! 
February 1918 a.nd provided for the introduction of oompulsory education for 
boys and girls in municipal areas. In 1920 the City of Bombay Primary 
Education Act was pil.ssed extending the provisions of the Act· of 1918 to the 
Corporation of Bombay. In February 1923, the Act of 1918 was repealed and 
a new Primary Education Act passed which provided for the eontrol of primary 
education by school boards of munioipa.litiea and district boards and for the 
introduction of compulsion for boys and girb in alllooa.l areas en the initiative 
of a ~oe~l authority, cr at th.e diBCretion of Govern~e~nt~ ~~~ th!l! th.~ me~tt"qrt 
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has been replaced by a new enactment known as the Bombay Prima.ry Education 
Act 1947. · Its application extends to the whole of t.he province except the City of 
Bombay. In the matter of control and scope, the new Act follows the pattern of 
the Act of 1923. ~ 

The promotion of ·primary education is contemplated through the agency 
of- district school boards in·· rural areas and through municipal school bo&rds 
in the case of authorized municipalities .. The latter are defined as munici· 
palities authorised to coutrol primary schools. For financing the activities of 
the school boards, the Act also provide11 for the mainfenanoo of primary education 
funds. The following shall form part ol or be pa.id inb, the primary education fund: • 

. (a) the balance of the primary education fund maintained under 
section 8-A of the Bombay Primary Education Act, 1923 ; 

(b) the contribution ~ayable by non·a.utherised municipalities ; 
(c) fees ,and fines under the Act ; _ 
(d) in the ease of district school boards such portion of the income 

. of the district local board as the Provincial Government may nx ; 

(e) in the case of an authorised municipality the grant paid or payable 
by the authorised municipality on account of primary education ; 
Expl>Lnatiol" :-For the purposes of clause (e) the grant 
payable shall be the amount of expenditure on account of pri
mary education in any year less the grant . paid by the Pro
vincial Government. in that year and fees and sums of money 
from other sources belonging to the fund ; 

(f) the g~a.nt . paid or payable by Provincial Govesnment:-on acooun' 
of primary Education ; 

(g)_ such other sums a.s ma.y from time t<? time be received on 
account of primary education-

Despite this- fo~~da.ble _list the principal sources for feeiling the prima.ry 
eduea.tion· funds a.re mainly three namely :-

(i) contribution from local funds ; 
(ii) Government grants ; and 

(iii) payments by ·non-authorised' municipalities .. 
With respect to the £rst, it will have been observed that in the case of 

municipal school boards the municipalities ha.ve t , provide for the entire ex
penditure from their own funds less the receipts from Government grants and 
income from any other sources including contributions from non-a.uthodsed 
municipalities. In the ca.se of district school boa.rds, the requirement is that every 
district local board shall pay over annually to the district school board for 
the purpose of primary education such portion or its incume from its revenue, 
described in classes (b) and (c) of section 75 of the Bombay Local Board .-\ct, 
1923, as the Provincial Govarnment mA.y frorn time to time fix in the behalf." 

Extract from section 75 of the Bombay local Boards Act, 1923 
(VI of 1923) 

(b) the net proceeds (after deducting tbe expenses of assessment and 
collection) of any residue of the cesses paya. ble in the district 
under the Sind Laca.l Funds Act, 1865 and Bombay Leca.l Funds Act, 
1865. 

(No~ :..:...Thesl' .Acta have been repea.led by Bombay Allt Vl of I92$). 
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(c) the net proroeds (after deducting the expenses of· asessment and 
collection of the ceases in the district authorised by .·sections 93 
and 95. 
(s~ction 93 : cess on Ia.nd revenue) 
(section 95 : cess on water rata) · 

As regards non·authorised ;;iunicipalities it is provided that. they shall, 
"pay over annually to the district· school board or the .. authorised municipality, 
as the case may be, for the purposes of primary education such proportion 
of the rateable va.lue of properties ·in the area. of the municipality as ma.y 
from time to time be fixed in this behalf . by the Provincial Government and 
the income accruing 1from any funds . (including trust funds) held and all monies 
received by it for the said purposes". · .... 

The provincial Government's contribution, in the case of municipal school boards, 
shall be half the additional recurring and non·recurring cost of the scheme, "in · 
addition to that pa.ya.ble under the Act of 1923" before the present Act come into 
force. In the case of district school boards "the Provincial Government shall 
pay a- grant epuivalent to the amount by which the expenditure in accordance with 
the budget sanctioned exceeds the receipts." In other words, in the case of urban 
areas under "authorised municipalities''i the latter have to provide for the·ba.lance 
of expeniture over' and a. hove the receipts from Govrenment grants while in 
the case of rural areas, the Government have to bear the whole of the 
expenditure minus the contribution of the local bodies. Comparatively, there
fore, primary education in rural areas may be held to be better placed 
than in the urban areas in the matter of a.ssistance from provincia.! revenues. 
It was disclosed in the course of oral evidence that on the recommendations of 
the Gha.te-Paruleka.r Committee (19-z5) the . Government of Bombay la.id down 
certain scales of raY and dearness allowance for the primary teachers and_ 
practically made it compulsory for the local bodies to ag,pt them. This raised 
the cost of primary education but the proportion of 1fi'ant remained the same· 
with the result that the municipalities find it difficult to balance their bu_slgets. 

The subjoined table shows the growth of expenditure of local bodies on pri
mary education during the period from 1937-38 to 1945-4:6 (the latest year for 
which figures are available). · 

Yea.r Tot.al expendi· 
ture on prima.ry 
education by 
local bodies 

.. Government 
assistance 
{excluding 

. gra.nt to 
Boinba.y Cor· 
poration) 

Net expenditure 
from local 

funds 

I937-38 1,40,46,618 75,19,530 - 65,27,088 
1938-89 1,08,42,489 91,67,596 66,74,893 
1939-40 1,61,08,962 79,73,063 81,35,899 
1940-41 1,63,56,950 82,63,094 80,93,856 
19U-42 1,76,31,695 89,50,202 86,81,493 · 
1942-43 1,79,84,285 92,95,165 86,89,120 
1943-44 1,96,29,875 1,03,70,841 92,5.9,03~-
1944·45 2,13,71,662 1,04,08,931 1,09,62,731 
1945·46 . 2,36,16,533 1,22,56,968 1,13,59,565 

It will be seen that the total expenditure ha.s grown (rom Rs. 140.46 la.kbs 
io 1937·38 to Rs. 236.16 lakhs in I945·46, or by 95 la.kbs in nine yea.rs. The net 
expenditure from loca.l bodies' funds has increa.sed from J:ts. 65 lakhs to 113 lakhs, 
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or by 48 la.kha in nine years. The Government grant has ioCl"eased from Rs. 75 
lakhs toRs. Hl2 lakhe, or by 47 la.kha in nine years. The growth of expenditure 
from local funds has, therefore, been at a. sliihtly hiiher rate than the growth in 
the grant froni Government. ~ 

. 646. We learn from the Government of Bombay that since the coming into 
force ot the Bombay Primary Educa.ti.:m Act, 194 7, Government bea.rs almost 95 
per cent. of the approved expenditure of district school baordS" on primary education 
the rema.lnir 5 per cent. being met from other sources, including the contribution 
by the district local boards. In urban areas, Government bears 50 per cent. of 
the approved expenditure of the a.uthorh:ed municipalities on primary education. 

In the circumstances, the State Government may . consider whether an 
education cess may be levied as in Madras. -

64:7. West Bengal. For the promotion of primary education, this State has no its 
statute book two sepa.rate enactments--one for urban a.reas and the other for rural 
areas. The Bengal Primary Education Act, 1919, originally provided for the introduc· 
tion of compulsory education -for boys only in municipal areas and for the levy of an 
education cess. It has since been amendea to include girls as well (sec. 17-A). 
While the Bengal (Rural) Primary Education Act was enacted in 193J and came 
into force with effect from January1931, its application '3xtends to the whole of West 
Benga.l except the town of Calcutta. 

_Under the scheme of the former Act, every municipality had to submit within 
12 months a statement showing particulars of the existing arrangements for the 
imparting of primary education, future repuirements, the cost involved as also the 
estimates of its existing and future income and expenditure. On the basis of these 
data. the Provincial Government had to determine the financial assistance neces· 
sa.ry in each case. 

· With the prior p~.JDission of the Provincial Government, the municipalities 
may' also introduce C-lmpulsion. For this purpose, the municipalities have to 
a.ppoint school Committees of which the Deputy Inspector or Sub-Inspector of 
schools, at least one Municipal Commissioners and one or more residents of the 
&rea. must be members; If the existing resources of any municipality are not 
sufficient to cover the cost of primary education, it may, with the previous 
a&nction of the Provincial Government, 1mpose an "Education Cess" at a. rate 
amounting to the sum required to meet the expenditure on primary education plus 
an additional lG% to meet cha.rges incidental to collection and non-realisation, etc. 

In August 1920, Mr. E. E. Biss, I. E.St, was placed on special duty to formu· 
late a programme for the expansion of prima.ry educ!ltion. The report submitted 
by Mr. Biss contained a recommendation that half the cost of primary education
should be horne by Government and the other half by the local bodies concerned. 
This proposal wa.s a.pproved by the Government of Bengal in relation to the dis· 
triets of Burdwan and Howra.h. During the c 1urse of ora.l evidence tendered to us 
in Calcu~ta., it was pointed out tha.t the intention was to extend the scheme to all 
the districts. But this was not carried out and the sha.re of the expenditure on 
prima.ry education 11ow borne by municip11olities in West Beng&l is much 
grerter. -

. For elementary eJue&tion to district board &reas, district school boards have 
been constituted, thus relidving dlstrlot b 1ards of all responsibility for primary 
education. Sec. 37 of the Bang!l.l (Rural) Primary Education Act, 1933 vrovides 
that "there shall be formed for each district, & district primary eJ.uc<~.tion fund, 
to wish shall be credited.-
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{i) All sums granted by the provincial Governments ~ 
(a.) as grants to primary education. 
(b) for the institution and maintenance of primary schools and payment 

to teachers and 
(c) for scholarships in primary schoolil i 

(ii) Proceeds of education cess 
(iii) Proceeds of the tax on trade, business or professions 
(iv) All sums surcharged in audit 

(v) Any other income under the provisions of the Act, derived from:

(a) Endowments and property 
(b) Fines and Penalties 
(c) School fees if any collected 
(d) All other sums of money which may be ~eceived.'' 

The education cess is collected by Government and paid to district school 
boards. With the financir.g of district Rchool boards this Committee is not con
cerned, as they are not "local bodies" within our terms reference. 

648. The total expenditure of municipalities on education for the year 
19!8 49 was Rs. 5,48,9)2 and the grants from Gm·ernment amounted to 
R'l. 1,04, 719 or a bout 20% of the total expenditure. It is not known how much of 
the total expanditure WJ.~ incurre1 on seJonda.ry Se!hools and schools other than 
elementary. We under.;;tand th'Lt with very few exc3ptions,· no education cess is 
levied by municipali';ie.J in West B:mgal. Ther'e seens no reason for this discrimi
nation. We su~gest that in every muQ.!cipality a.n education rate should be levie1 
at the rate fixed in the B:mg':Ll Prim:.ry Eiuc:~otion Act, 1919. Any increa.s:! in ex· 
panditure CJnsidared necess!J.rY ta introiuc3 clmpuldory pri~yy eluca.tion should, 
we think, not exceed the proportion which the present expe:.diiture of municipalities
on this object bears to their total income. 

649. Uttar Pradesh. In June 1919, the U.P. Primary Education Act was 
passed and provided for the introduction of- compulsory education for boys in 
municipal areas only. The U .P. District Boards Primary Education Act, passed 
in 1926, extended the provisions of the 1919 Act to rural areas as well. 

Of the total number of municipalities in the ~tate, 36 are reported to have 
introduced compulsory primary education for boys. Compulsory education for 
boys is also in force in selected areas of 26 district boards. Compulsory educat(on 
for girls is in force in selected areas of Lucknow and Etawah district boards and -
Kanpur, Mirzapur and Ma.thura. municipalities. Government bear the full cost of 
the scheme in the Etawah District Board and two·thirds in the remaining are~s. 

Recurring grants for compulsory primary education are regulated a.s under :-

I. MUNICIPALITIES 
(1) two-thirds of the _extra. recurring cost involved including the remit-

ting of fees, as also of -
(~) the tota.l cost of bringing tha minimum pa.y of prima.ry teachers np to 

th"e minimum prescribed for di11tricb boards i - · · · 

providad that the total Govermen• eontribution shall no~ exceed 60% of the-
total oost. -

[Note: With effect from the year 1948·49 the proportion has been raised to. 
three-fourths of the additional cost of the sanctioned scheme.] -
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. (1) whole of the extra recurring cost in the case ol boards receiving less 

than t\'\o-thirds expenditure until the total Government assitance 
reaches two-thirds of the total expenditure . 

. (2) two-thirds of the extra recurring cost in the case of those receiving 
_.more than two-thirds of their prescribed education expenditure. 

(S) not more than two-thirds of the estimated co&t of primary school 
buildings_ an~ initial equipment ' · 

The total expenditure on education in rural areas under distric~ boards during 
the year 1948·49 Was Rs. 1,53,55,690/· out of which Government contributed 
Rs. 1,15,780/· or 75 per cent., and the boards' share was Rs. 37,67,910/·. The 
Government contribution included a sum of Rs. 25,76,279/· towards the increase of 
Rs. 5 in the pay of prima.ry school teachers: sanctioned in 1946-47. During the 
year 1949-50 Government gran~ to district ,hoards was Rs.1,41,78,700·/ •• 

Total Government grant for eduCa.tion. io municipalities in 1948-49 wa.s 
Rs. 42,80,500/· and in 1949-50 Rs. 48,82,400/· -inclusive of grant for compulsory 
primary education which \'\as +Rs. 30,78,COO/· in 1948·49 and Rs. 42,37 ,570/· in 
1949-50. -

It is understood that the State Government has a. programme of expansion · 
of primary education at the rate of 4,400 new schools every year. But during 
the current year. the number has been reduced to 553 on account of financial 
stringency. It is als9 understood that the State Government is now transferriug 
all its primary schools to the district boards. This step will, by saving duplication 
of effort, lei!od to substa~tial savings in due course to the State Governments. 

The subjoined table exhibits the growth of expenditure on primary education 
during the decennial period ending 1948·49. . -

. ,,__ . 

I . r Total expenchture Net expenditure Government 1Rece1pts rom 
Year on prin1aJ y from local funds Grants rees and other 

education sources 

Rs. Rs. Rs. Rs. 
1939·40 97,80,506 31.09,533 60,25,023 6,45,950 
1940-41 97,85,357 30,85,100 60,48,011 6,53,246 
1941-42 99,24,862 30,19,769 62,00,384 7,04,709 
1942-43 99,70,290 . 30,66,6::.9 62,03,437 7,41,739 
1944-45 1,03,69,167 . 33,16,726 62,11,597 8,40,844 
1945·46 99,06,890 32;37,436 57,51,908 9,17,546 
1946·47 ·1,33,00,734 41,67,010 80,66,046 10,76,678 
1947·48 1,63,63,816 48,86,050 1,02,55,496 12,22,271 

. 1948-49 2,06,43,381 55,93,690 1,34,75,152 15,74,539 

Accordigly the rate of progress in expenditure works out as under :-

Year Total expenditure Net expenditure from Government 
local funds. Grant. 

-----------------------------------------------.-------------
1948-49 
1939·40 

2,06,4:3,381 
97,80,506 

1,08,62,875 
or 

111.07% 
24:6 

55,93,690 
31,09,533 
24,84,157 

or 
79.88% 

1,34,75,152 
6~.25,023 

74,50,129 
or 

120.6% 



It will be seen ftom the above figures that the growth of governmen~ 
grants has been greater than the growth of local fund ·expenditure.· Governmet.t 
may consider the desirability of levying an education cess il.t a rate they consider 
suitable. · Some of us, however, feel that in rural areas the local fund cess plus 
the education cess should together not exceed three annas in th~ rupee. _ 

650. Punjab. The first Punjab Primary Education Act was passed in April· 
1919 and provided for the introduction of compulsory education· {or boys: in munici· 
pal areas. In 1941 it was replaced by the Punjab Primary Education Act, 1940. 
Under the scheme of the latter enactment any local authority (which term includes 
district boards, municipalities, town committees ·and- notified areas) may, by ~ · 
resolution passed by a two-thirds "majority at a meeting specially called for the 
purpose, decide that primary education shall be compulFory for all boys and girls 
of school age (6-12 years for boys and 6-11 years for girls) within its limits or any 
part thereof. The local body has to submit' .the proposal to the Government sup· 
ported by estimates of requi.rements and a.ntici.pa.ted income and expenditure. It is • 
for Government to reject or sanction th~ proposal. . ·. ' . 

The Act does not t>mbody e.riy provision for the financing of primary educa· 
tion or for regulating Government assistance for this purpose. The system of 
Government gran.ts was devised in 1915-16 and the amounts then paid are treated· 
as baaic grants. For rural areas, however, a system of gNloding of district boards 
has been evolved to regulate their eligibility for additioral grants over ·and above 
the basic grants· ba.sed on the educational needs . .of each area and its capacity to 
tiuua.nco them as under :- · 

District Boards · Limi~ eligibility for additional 
~rants -

(1) Amritsa.r, Gurda.epur, Ferosepu;,' 
Jullunder, Hoshiarpur, .Amhala. ~ 
a.nd Ka.rna.l. · ·· 60 P• o. 

··1~ p. o. (2) 
(3) 
(4) 
(5) 

Hi sear and Ludhia.na 
Rohtak a.nd Gurga.on 
Ka.ngra 
Simi<~. 

-~0 p.C• 
90 p. e. 

·too I>. c. 

As the system proved un~orkable, specialJy in the prepara.tion .of budgeta.ry', 
estimates, an upper limit of· Rs. 7,000/· was introduced. This has since been 
gradually reduced and now stands at Rs. 3,000/- per annum. · Grants are also paid 
for recurring expenditure, like repairs to schoJl buildings, supply of furniture, 
equipment, library books, rent, etc. These are. outside· the limit of Rs. 3,000/·. 
Government have also agreed to treat district board elpenditure on compulsoey . 
e.Jucatian as approved for grant purposes. In view of financi~~ol difficulties, Govern.: • 
meut have in recrmt years been a.ssisting district boards on cent percent. basis for 
all frc;;h schemes of development and improvement. · 

In the case of urban bodies, in addition to the basic grants of 1915, Govern· , 
ment contribute (i) for new schools on the following sca.le: -. · 

1. For Boys 
2. For .Gir Is 

(ii) 

(iii) 

Primary Schools Middle Schools Hostels- · 
· Rs. 200/- p. a. Rs. 1300/· p. a. Rs. 50/· p. a. -

Rs. 150/- p. a. Rs. 1100/· p. a.. Rs. 50/- p. a. 
For compulsory education, half the act·.1al cost subject to a. maximum· 
of Rs. 5/- per pupil per annum. · . 

On improvement of pay soa.les of IJrimarr teacQers half the ~~iddition~l 
expendittU'e, 
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(iv) On dearness allowance one-third the expenditure. 

The expenditure recorded for the year 1948·49 was as under :-

Gro1s expenditure on Government Percentage, 
education. grant. 

District Boards 1,32,90,497 87,68,343 65.9 
Urban Bodies 18,96,000 5,55,418 29.~ 

------ ----- ----
1,51,86,497 93,23,761 61.3 

Owing to the partition of the province, DO comparison with ear~ier years· 
figures is possible. 

651 It will be obser~ed that Government assifltaDce in the case of rnra.l 
bodies is nearly twice as much as that $ven to urban bodies and was 61.3% of the 
aggregate ~ross expenditure. There ifl no education cess in this province. We 

·'suggest that such a lless should be levied in urban and rural areas a.t rates approv· 
ed by Government in each case. The balance of expenditure should met from State 
funds in accordance with the same formula as we have suggestrd for other States. 

652. Bihar. The Bihar and OrisRa Primary Education Act was pasRed in 
J!'ebrnary 1919 and provi~ed for the makin~ of education compulsory for boys in 
municipal and rural areas by the levy of an education cess. , Under the scheme 
of the Act, a local authority* may by a resolution paflsed bv two-thirds majf)rity at 
a meeting speciR.lly called for the purpo!'le decide that the primary enucation of 
children ordinarily residing in the area within its jurisdiction or any portion there
of shall be compulsory and after satisfying the Provincial Government that it 
Is in a position to make ednquate provision for the purpose, may by a. notification 
in the Gorernment Gazette so declare. After takir:g this step, the local authority 
may appoint a. school committee for the direction of education and the regulation 
of primary schools in the area. For financing the promotion of the scheme, the 
Act pro~ides that if t~. resource~ includi.ng grants from ProviJJcJa.l Govern~ent 
at the d1sposal of the lo1U authonty are madequate for the prov1s1on of effiment 
primary education, the local authority may by a resolntion passed a.t a general 
meeting specially c11.1led in this behalf and supported by at least two-thirils of the 
members present at such meetin~ and with the sanction of the Provincial Govern· 
ment impose a cess to be called educs.tion cess at such rate not exceeding :-

(i) tbirty·tbree and a. third per cent. of the maximum rate of property 
tax in municipalities, and 

(ii) fifty per cent. of the Union rate, where no education cess is levied. 
The Act also provides for the levy of school fees a.t rates to be fixed by the 

·local authority in areas where DO education cess is levied. 

The rate of education cess in this State has with effect from the yea.r 1949·50 
been raised faom 1_l to 2 annas per rupee. ' 

Article 98 of the Bihar Education Code, Grants to municipalities a.re 
calculated on two sepa.rate scales, one for those which ha.ve · introduced compulsion 
and another for those which have not. In the former cs.se there is no limit to 
the amount of the non-recurring grant admissible, but the municipality is required 
to contribute (unless specifically exempted) a. sum equal to that to be raid by 
Government, suhject to a. limit of 10 per cent. of its ordinary income. The recurring 
grant admissible is limited to two.thirds of the cost of educating 10% of the male 
population of the municipality as recorded at the previous census a.t Rs. 11/- a 

~· 'Ihe tepn mc;lu<les municipalities and Union Committee.i.J 
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CHAPTER XVnt 

bead and the municipality is required to find from its own funds haU as much as 
is paid by Government. In the latter case the non-recurring grant admissible is 
20% of the ordinary income of the municipality and the municipality is reftuired 
to find from its own funds, save under general or specia.I sanction of Government, 
a sum equal to that to be paid by the Government. The recurring grant admissible 
is limited to the sum given in 1922-23, of ha.lf the cost of educating 5% of the 
male population of the municipality as recorded at the previous eensus at Rs. 8/- a 
bead, whichever is greater. As a condition to any adqition to the grant sanctioned 
for 1922·23, the municipality is required to find from its own funds as much as is 
paid by the Government. The Government of Bihar consiiler tha.t the minimum 
which any municipality should spend on primary education should be 5% of its 
ordinary income and no increased grant is made to any municipality unless it 
undertakes to spend not less than this proportion of its income on primary educa
tion. Grants to district headquarter municipalities a.re, however, not regulated by 
the a hove formula.. · 

In the case of district boards, recurring grants Jlor6' given according to the 
resources of the district board and the population of the district. For this purpose 
they have been divided into three classes, viz, (a) those which have a cess income 
of less than Rs. 150/~ per thousa.nd bead of population (b) those with a cess income 
of over Rs. 150/· but not more than Rs: 250/- and (c) the richest district hoards. 
Each class receives a fixed grant per head of population, class (a) receiving the 
largest sum and so on. The amounts now given per head a.re-

(a) annas ~ 
(b) anna.s It 
(o) annas 11 

As a condition to these grants, district bpards In class. (a)·are normally required 
to spend 10% of their income on education; boards in cla.slil (b) 12l% and boards 
in class (c) 15%. The principle is .that the richer boards re~~ve' less from govern· 
ment and are expected to spend more from their funds. F 

The subjoined table traces the growth of expenditure on the servicing of 
primary education by local bodies during the decennial period ending 194:8-49:-

Year Total local Fees a.nd · Government Net expenditure: 
bodies exp- other assistance trom local fund 
enditure on sources 

primary education. 
1 1939-40 51,56,603 13,43,178 29,14,949 

1940·41 53,78,791 12,96,885 31,33,484: 
I 1941·42 54,56,903 12,71,047 35,36,307 

1942·43 55,25,950 13,18,692 3~.01,038" 
1943·44 60,55,193 15.29,140 32,53,293 
1944:·45 60,96,982 15,86,054 32,63,625 
1945·46 70,50,705 17,99,949 33,14,518 
1946·47 83,07,424 20,09,907 48,00,237 
1947·48 123,73,463 23,90,608 78,53,563 
1948·49 134,42,320 24,48,4:51 80,50,24:2 

The growth thus disclosed ma.y be ~;nmma.rised as nnder :-
1948·49 1,34:,4:2,320 24:,4:8,4:51 80,50.24:2 
1939·40 151,56,603 13,43,178 29,14,94:9 

I nor ea. sa 
--------------,-·-----------
8?,85,717 
.... or'..: .. ··l~ 

'l50.6f' 

11,05,273 
or 

82.2%. 

51,14,94:9 
or .. ~ 

175.1% 
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8,98,476 
9,28,42~-
6,4:9,549 

10,06,220 
12,72,760 
12,42,303 
19,36,238 
14:,97,280 
21,29,292 
29,43,627 

29,48,62'7 
8,98,4:76 

20,45,151 
or 
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In other words tho increase under each head was 

(i) By 160.6% in total expenditure. 

(ii) By 227.4% in expenditure from local funils and on the receipts side. 

(iii) By 176.1% in the case of Government gra.nts a.nd 

(iv) By 82.2% from fees and other sources. 

653. The growth of net expenditure from local funds has been greater than 
the growth of government gra.nts. It is. presumed that the education cess now 
levied is adequate. If it is not adequate for any area, it should be raised to the 
level considered adequate by the State government. The balance of the expendi· 
ture not covered by the education cess should be met from provincial funds in the 
same manner as recpmmended by us in the ca.se of other States. 

654. Orissa. The provisions of the Bihar and Orissa. Primary Education 
Act, 1919 ~,~ond the rule~ framed thereunder apply to this State as ,. well except 
the area. comprised in the Ganjam district. The latter was taken over from the 
former Madras Presidency and consequently the provisions of the Madra 
Elementary Education Act., 1920 permitting the levy of education cess at a rate 
not exceeding 25% of the hnd cess and profesRion tax. apply to that district for 
financir~ elementary education. The scheme of the ·rormer Act has been explained 
under 'Bihar.' In order to do away with this divergence the Government of 
Orissa have ena.cted a unified Local Government Act* in which the above provi· 
sion of the Madras Act bas been incorporated to permit the levy of education cess 
on a uniform basis in all districts of that state as under. 

"Sec: 265=.....,.Education Ta.xes-Any district board may with the previous 
sanction of the Provincial Goverr..ment, and shall if so directed by 
them, l4."'Y within its area. or any p'l.rt thereof taxes not exceeding 
twenty-fi~ per cent of the taxa.tion levied in such area. or part under 
the law for the time being in force under all or any of the following 
heads, namely:- · 

(i) Land Cess or loca.l cess and 

(ii) Profession tax." 

The assistance from sta.te revenues is regulated by the provisions of the 
Bihar and Orissa Education Code, except in the case oE ex-Madras areas. In the 
case of the latter the assistance is regulatAd by section 37 of the Madras 
Elementary Education Act 1920, viz, an amount equal to the proceeds of the 
education cess levied under the .Act. It seems that the Orissa Government have 
not limited the grant to the proceeds of the education cess in 1941 as the Madras 
Government have done. In this respect Ganjam is in a more favourable position. 
There is also a grant in addition which.is equal to the recurring expenditure 
incurred from state funds before the coming into force of the Madras Elementary 
Education Act, Ul20. A teaching grant to meet tbe cost of teachers in new schools 
opened after the introduction of the Act is also paid. This grant is not statutory. 

The subjoined table shows the growth of expenditure on primary education 
from local funds and the Government assistance given during the period of ten 
years ending 194 8·49:-

*The ~:>ri:-sa LocaJ. 9overnment Act, 1950. 
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Total expendi· From dist- From muni· Government Other 
ture. • riot funds cipd funds grants sources. 

(cess in· 
. come.) 

1939·40 11,14,249 1,26,105 45,182 9,38,803 4,159 . 
1940-41 10,72,797 1,11,073 44,618 8,78,442 38,664 
1941·42 10,87,704 1,21,084 41,541 8,69,530 55,559 
1942·43 10,49,257 1,19,117 38,853 8,88,586 2,701 
1943-44 12,05,183 1,24,138 43,004 9,65.001 73,041 
1944-45 11,95,523 1,28,639 40,732'. 9,80,725 41,082 
1945-46 13,30,056 1,29,989 43,497 12,08,957 40,613 
1947·48 28,59,576 1,50,409 66,068 25,46,502 96,597 
1948-49 28,53,082 1,92,668 51,839 25,27,776 80,745 

655. It will be observed that the growth of total expenditure on primary 
education in this state has been somewhat slower .:~han in others. During the 
last 10 years, the expenditure increased 2! times. The ineome- from education 
cess has increased vary iittle. The increase in expenditure from municipal funds 
has been insignificant. As against this the gJvernment grant is very nearly three 
times the figure for 1940-41. It, therefore, appears that the financial assistance 
which local bodies receive from Government in Orissa is not inadequate, and we 
have no further recommendation to make. 

656. Madhya Pradesh. The Central Provinces Primary Education Act 
was passed in May 1920, and provided for the introduction of compulsory edu· 
cation for boys ar.d girls in municipal and rural areas. Under the scheme en· 
visaged in the Act, any local authority (which includes municipalities, notified 
areas and district councils) may at any meeting convened for the purpose resolve 
to submit an application to the Provlncial Government for the intrJduction of 
compulsion in auy area. undar its ccintrol, after publishing the said. resolution 
for inviting objections, which along with the decision of the local authority shall 
be submitted with the application to the Proyincial Gov~:,rhment who may pass 
any orders on it, rejecting or sanctioning the proposal. 

For finaucing the scheme, the Act embodies a provision enabling the Pro
vincial Government to "prescribe the proportions in which the cost of providing 
primary education shall be divided between the· local authorities and the Provin· 
cial Government." The relevant provision is included in rule '14 of the C.P. 
and Berar Compulsory Education Rules, which is as follows :-

Subject to the provision of funds in the sanctionel budget, the Provincial 
Government undertakes to pay to a local authority 

(a) An annual recurring grant equal to 
(i) one half of the approved additional recurring expenditure in· 

valved by the introduction of compulsory education. 
(ii) one half of the fee incoms remitted as a result of compulsion in 

recognised primary schools. 
(iii) the grant-il:!-aid paid to private primary schools before the intra· 

duction o! compulsion. 
(b) A non-recurring grant equal to one-half of the approved additional 

expenditure involved by the introduction of compulsory educa· 
tion e. g. school buildings and equipment. 

Local bodies open schools and come up to Government for grant-in-aid, which 
is given if the schools satisfy certain minimum prescribed conditions regarding 
building, staff, equipment, etc. Expenditure up to 6l% of the total income·· is borne 
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entirely by the municipa.lities. Over. and above thia they become eligible for 
Government grant-in-aid which is 50% for non-recurring and 33% for recurring 
expenditure. -

Compulsion is !Sported to ba.ve been introduced in 28 out of 92 janapadas 
and 24 out of 82 municipalities. 

The total expenditure on primary schools through local bodies during 
· 1!149-50 was Rs. 1,06,84,846 towards which State revenues contributed Rs. 

63,07,306 or 59 per cent, 
The Government of Madhya. Pradesh have sanctioned the opening of 1144 

primary schools by Janapadas with effect from 1·9·1949, and agreed to meet the 
total recurring cost amounting toRs. 5,78,864/-. 

The sub-]oined table shows the growth of expenditure of local bodies in this 
State on primary education, during the decennial period ending 1947·48 :-

Yea.r Total income Total Net Govern· Receipts 
Expendi· Expendi- · ment from 
ture on ture from grants. other 
Primary local fund. sources. 
EduC!lo· 
tion. 

1938-39 71,86,018 40,60,004 21,17,000 15,70,640 3,72,364: 
1939-40 78,01,441 42,35,367 22,07,492 16,59,867 3,68,008 
1940-41 90,88,295 - 42,12,122 22,61,322 15,83,363 3,67,437 
1941·42 82,08,271 43,06,668 23,30,688 16,01,033 3,69,947 
·1942·43 95,40,692 45,71,073 25,35,213 16,37,377 3 ,98,483 
1943-44 . 1,12,15,194 47,29,976 26,13,549 16,58.512 4,47,905 

. 1944-45 1,15,18,7,19 56,70,048 30,54:,747 20,83,9!6 5,32,175 
1945 .. 46 1,32,17,1~ 61,88,727 32,31,123 23,60,391 5,96,213 
1946-47 1,18,43,901 98,81,083 36,63,614 55,51,659 6,65,810 
1947·48 . 1,78,27,250 1,13,21,316 39,72,061 66,07,646 7,41,602 

Accordingly the- growth under each was as under =-
Total expenditure Net from local funds. Governmant grant. 

------
1947-48 1,13,21,316 39,72,061 66,07,646 

·1938·39- 40,60,004 21,17,000 15,70,640 --- ---
72,61,312 18,55,061 50,37,006 

w w ~ 

177.7% 87.6% 420% 
657, The position in Madhya Pradesh of more favourable to the lQcal bodies 

than in other States. The net expenditure on primary education at the end of 
the decade is less tha.n double of what it was at the beginning, while the Gaven· 
ment grant has increased more than four times. . . _ 

We understand that the State Government has deeided to take over compul· 
sory primary educationr and have therefore no recommendations to make. 

658. Assam, The first Assam Primary Education Act passed in 1926 
prpvidod for the gradual introduction of compulsion in approved local areas, 
local bodies contributing one-third of the cost and Government two-thirds.· 
Owing presumably to lack of enthusiasm on the part of loeal bodies to take 
a.dvanta.ge of the provisions of the Act, it appears to have been replaced in 1947 
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by the Assam Primary Education Act, 194 7, which came into f~rce with effect 
from 1st November, 1948. Under the scheme of the new· Act, local bodie~ have 
been relieved of the responsibillity of managing primary education and its 
administration has been vasted in an independent body comprising the Director of 
Public Instruction, three representatives of the Legislative Assembly and one repre· 
sentative of the Legislative Council and a Secretaey appointed by Government. In 
view of this; the question of a.pportionment of expenditure on primary education in 
Assa.'ll between lo!3al boiie3 and the State government does not arise • 
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CttA1?TER XIX 
MEDICAL AND PUBLIC HEALTH 

659. Among the several funcbions assigned to local bodies in this counbry, 
"Medical and Public Health" are two which have been declared obligabory by the 
relevant enactments. Actually, however, they constitute the curative and preventive 

.aspects of one and the same function, viz; the maintenance of the health of the indivi
dual and the community. In addition, certain responsibilities have also been impJsed 
on local bodies by special enactments like the Epidemic Diseases Act, 1897. Some 
functions under the Prevention of Food Adulteration Acts have also been assigned 
to local bodies. Thus to quote the Bhore Committee, ''the local bodies are respons· 
ible for health administration in their respective areas including the control of 
epidemic diseases''. , 

660. Their duties and powers in this respect as incorpora.ted in the relevant 
Acts may be summa.rised as under:-

(a) the construction, maintenance and cleaning of drains and drainage 
works and of pu'>Iic latrine:~, urinal!'! and similar conveniences; 

(b) scavenging and the removal and disposal of excrementitious a.nd 
other filthy matter and of all ashes, refuse and rubbish; 

(c) the reclamation of unhealthy localities, the removal of noxious vege
tation and generally the abateme~t of all nuisances; 

(d) the regulation of places for the disposal of the dead and the provis· 
ion of new places for the said purpose; 

(e) the registration of births and deaths; 
(f) public vaccination; . 
(g) preventi'Bg and supperessing the spread of dangerous disea.ses; 
(h) establishing and maintaining public hospitals and dispensaries and 

carrying out other measures necessary for medical relief. 
The powers for· the control of infectious diseases are, broadly speaking, larger 

in the case of muncipal than of rural authorities. They relate to the notification or 
the reporting of cases of infectious diseases to the local health authority, the segre· 
gation and treatment of patients and the carrying out of other measures necessary 
for the prevention of the spread of infection • 

. Thus the work in this sphere is distinguish& ble into several a~tivities e.g. 
conservancy, sanitation, medical relief, anti-epidemic work, prophylactic public 
health (such as vaccination and anti·malarhl) work and vital statistics. 

661. The expenditure incurred on this function by local bodies is given 
below for the year 1946-47•· 
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MUNICIPALITIES 

Per capita. 
Public Medical ' Total Percentage· ·incidence 

IIealth. Relief. Drainage, Conservancy. expenditure. Total income. of 5 a.nd 6. of toto. 1 
expendi· 

ture. 

1 2 3 4 5 6 7 j 8 

' 

Rs. As. P. 

Madras. 18,46,626 7,56,121 14,42,567 75,58,874 1,16,04,188 3,87,45,677 29.9 3 2 8 
Bombay. . 8,68,169 29,25,496 7,11,466 70,30,445 1,15,35,576 3,55,11,275 32.4 2 12 11 
W. Bengal. 3,90,045 4,83,139 6,26,196 

•r 

38,65,282 53,14,662 1.15,08,056 46.1 2 5 I 9 

Utta.r Pradesh. 11,80,000 
. 

11,70,000 75,30,000 98,80,000 3,91,00,00:> 25.2 7 0 1 
Punjab. 2,68,961 5,08,125 2,39,407 11,72,914 21,89,407 76,71,577 28.5 1 711 
Bihar.· 1,79,259 1,88,905 3,97,322 23,97,783. 31,63,269 80,55,965 39.2 1 15 1 
Orissa.. 61,181 . 87,86:! 21.353 I 8,89,813 5,10,209 22,02,603 23.1 I 

1 15 1 
Madhya. Pradesh. 12,68,7641 . 26,145 5,22,762 31,28,654 49,46,325 ,73,95,56() 28.3 211 4 
Assam. . 59,668 52,900 ' 52,859 5,65,125 7,30,552. .. 19,73,714 37.01 2 8 6 

<liTY · CORPORATIONS " 
Madras' Municipal 15,34,232 4,62,511 19,50,c93 26,43,317 65,90,653 1,55,78,468 42.8 8 7 7 

Corporation. 
:Bombay Munioi· 16,68,682 41,29,149' 6,60,447 55,01,278 1,19,59,556 6,61,69,242 . 18.7 ~ 0 5' 

pal Corporation. 
9,31,280 

I 

Calcutta Munici- 11,20,589 13,32,991 38,87,909 72,72,775 4,17,74,100 17.4 214: 9 
pal Corporation. 



DISTRIOT BOARDS 
-

' - Per capita 
" Public Medical Total Percentage incidence . 

Health. Relief. Drainage. Oonserva.noy. expenditure. Total income. of 5 a.nd 6. of total 
' expendi• 

ture. 

Rs. As. P. 

Ma.dea.s. 16,92,806 31,47,487 48,40,29~ 5.72,78,682 8.4· 0 1 8 

Bombay. 6,97,407 6,63,717 . 1~,61,124: 4,63,30,468 2.9 0 '1 4 

W. Bengal. 13,74,822 10,86,743 24',11,565 74,81,976 !J2.4 0 2 3 

Uttar Pradesh. 8,80,000 24,40,000 . 27,20,090 2,95,30,000 9.2 0 d 10 
' 

Punjab. 6,80,925 8,83,463 14,64,888 1,16,03,63 7' 12.6 0 2 3 
\ , 

Bihar. 13,98,785 1,02,556 35,01,341 2,58,56,96 0 13.5 •0 1 6 : 
' 

, 

;Orissa.. 1,79,042 8,96,760 
' 

5,75,742 52,68,919 10.9 0 1 1 
' Madhya. Pradesh. 3,57,592 3,27,429 6,84,951 1,55,14,89 li 4.4 0 0 8 

Ass a.m. I 89,527 7,00,033 7,89,t:i60 61,65,666 12.7 t' 0 4 



mDIOAL AND PUBLIC HEALTH 

-
662. It will be observed that in the ca.se of City Municipal Corporations the 

highest per capita expenditure (viz. Rs. 8·7-7) wa.s incurred by the Madras Municipal 
Corporation and tha lowest (Rs. 2-14-9) by the Calcutta. Corporation. The per capita. 
figure for the Bombay Municipa.l CorpJration wa.s only slightly below tbafl of 
Madras (t,oiz. Rs. 8-Q-5). In the case of other municipalities also the State of 
Madras leads with a per capita figure of Ri. 3·2-0 while the lowest of Rs. 1-7-0 
wa.s recorded in the case of U ttu Pradesh. The overall position disclosed may be 
described as under :-

(a) Over ns. S/· . 

(~) Over Ra. 'l/-

(c) Over Be. 1/· 

Madras (Rs. 3·2-8) 

(i) Bombay (Rs. 2-12-11) 
(i•l Madhya Pradesh (Rs. ~11-j) 
(ii•1 Assam (Rs. 2-8-6) 

(iv) West Bengal (Rs. .2-5-~n 

(•1 Bihar and Orissa. (lb. 1-15·1) 
(ii) Punjab (Rs. 1-7·11) · 

(iii) Uttar Pradesh (Rs. 1-7·0). 

663. In the case of rural ar~s the figures "are generally insignificant. That 
indicates the poverty of resources for dealing with the problem of high mortality 
and low standard of publio health, which generally prevail in the country. Takina 
the figures as they are, the highest per capita figure (Be. 0·2-3) is for West Bengal 
and Punjab while the lowest (Be. 0-0-8) for Madhya Pradesh and the position ma.y 
be stated as under:- · 

(a) Over 0/2/0 

(b) Over 0/1/0 

(c) Leas than 0/1/0 

. 
(i) West Bengal-and Punjab (Rs. 0·2·3) 

I .• 

(i) Madras (Rs. 0·1-8) 
(ii) Bihar (Rs. 0-1·6) 

(iii) Bomba.y and Assam-(Rs. 0·1·4) 

(iv) Orissa. (Rs. 0-1-1) 

(•1 Uttar Prade~h (Rs. (0-0-10) 
(ii) Ma.dhya. Pradesh (Rs. 0-0-S). 

66{. Unimpresain as the above figures are, it may be mentioned, tha• nen 
this much e~od the loca.l bodies were able to put irt only with financial aBBistanoe 
from State revenues which was as under :-

------------------- --------

s Municipal 
ion. 

CorJ.,'I()o Madra 
rat 

Bomba 
rat 

Ct.! cut 
ut 

y Municipal Corpo· 
ion. 
t.• Municipal Oorpo· 
lOD. 

-

Expenditure 
Medioa.l and 

Public Health. 

-

15/S,Q0,653 I 

1,19,159,558 

72,7~.7'15 
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,. 
Government 
Grant-in·aid. Pereentage. 

I 
1,1go 0.02 

7.1~0 0.05 

8,80! 0.11 



Madras. 
Bombay. 
West Bengal. 
Uttar Prade11h. -
Punjab. 
Bihar. 
Orissa.. 
Madhya Pradesh. 
Assam. 

Madras. 
Bombay. 
West Bengal 
Uttar Pradesh. 
Punjab. 
Bihar. 
Orissa.. 
Madhya. Pradelilh· 
Assam. 

ORAPTERXIX 

OTHER MtrNICIPALITIES 

1,16,04,188 7,39,000 
1,15,35,576 -5,55,713 

63,14,662 56,270 
98,80,000 2,47,809 
21,89,407 
31,63,269 8,(1,681 
6,10,209 

12,94,909 
7,30,552 (,M4: 

DISTRICT BOARDS 

48,40,293 2,20,000 
13,61,124 5,50,406 
24,11,565 6,37,102 

'27,20,000 6,06,795 
14,64,388 3,89,966 
35,01,341 19,90,105 
5,75,742 
6,84,951 71,628 
7,89,560 1,46,812. 

6.3 
4.8 
0.1 
2.5 

26.6 

0'6 

4.5 
40.4 
26.4 
22.3 
26.6 
56.8 

10.4 
18.5 

The paymen~ of 'Government gra.nts-in-a.id for this purpase is regulated differ· 
ently in each state. 

665. Madras. In Madra.s . no grants a.re paid by Government t(} loe&l 
bodies towards recurrin~ and non-recurring expenditure on the maintenance of 
rural dispensaries. There is, however,' a system of subsidies for rural medical 
practitioners and midwives. G.ra.nts to the extont of half the cost of medical 
buildings approved by Government and also towards equipment for medical insti
tutions are sanctioned by. Government provided the local body concerned is in a 
position to meet the other half from its funds. In tLe case of institutions opened 
prior to 1928, the Government contribute half-grant towards the pay of the 
medical officers. The policy after 1928 is to provincialise every year five local 
medical institutions situated in the ta.luka {tahsil) headquarters. In the case of the 
ls.tter, if under the (l,)ntrol of local b:Jdies, Government medical officers are employed 
and the local bodies pay one-half of their pay, the other half being met by Govern· 

· ment. The orders regulath:g provincialisation of n:edical institutions are subject to 
the following conditions :-

(a) that the local body concerned shall agree to hand over to the 
Government, free of cost, the buildings, (together with the site) 
in which the institution is located and also the furniture and 
equipment; 

(b) that out of the savings accruing as a result of the transfer, the local 
boards should open and maintain within their areas one or more 
additional regular or rural allopathic dispensaries and the municipal 
councils should similarly agree to earmark the savings for the 
purposes of ins~a.lling a water supply or dre.ina.&e sche!lla ~ 
~he town. 
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Out of 48 municipal cour1cils consulted 32 ha.ve accepted the conditions re
ferred to above. Out of 63 local boards coc.sulted 42 have agreed. Actually, how
ever, six institutions were provincialised under the scheme during 1949-50. In view 
of the second condition attached to the scheme of proviucialisa.tion, it is hardly 
likely to result in any saving to the_ local bodies. 

Half the expenditure on plague is g3nera.lly met from State revenues. For 
anti·mal~~oria. measures Government ilsually pay one·third but where a. local body 
is not able to meet its share of 2/3rds, more than the usual one·third grant is 
sanctioned. If a. local body is not in a. position to meet even a.. portion of the cosh 
of the scheme and the scheme is imperative, Government as a special case meet 
the entire expenditure. Local bodies in whose areas fil.a.riasis is endemic are held 
eligible for Government grant to the extent of one-third of the actual expenditure. 
In other cases, a. grant to the extent of one-fourth of the actual expenditure is paid. 
Since 1942-43, the Government have agreed to pa.y grants equal to one-fourth tha 
expenditure on maternity and child welfare schemeS. With effect from 1947-48, 
this proportion has been raised to one-half in the case of bodies that cannot find 

· three fourths from their own funds. Half-grants ·towards the construction of 
building'i, for maternity and child welCare centres according to approved type · 
designs are also given by Government. In the case of dra.iuage works which are 
generally financed by loans, the additiona.l amount required towards the capital 
cost over and above the a.mount raised by loan is borne by Government. To sum 
up, hi the words of the Director Fublic He!!olth, Madras, ''Grants are now given as 
far as Public Health is concerned in respect of water-supply, drainage, maternity 
and child welfare and anti-malarial or anti-filarial measures. Substantial assis
tance is rendered to loca.l bodies by the Government themselves shouldering a good 
portion of the expenditure on medical relief in rural and urban areas. The health 
staff are mostly provincial service nersonnel and their salaries are met in part by 
the Government." · ·· 

666. Bombay, In Bombay, the Government bears one-half of the· cost on 
account of health officers and one-third of the cost on account of sa.nitary 
inspectors appointed by the municipalities. Non-recurring grants are made to 
local boards and municipalities to""ards their expenditure on anti-epidemio
measures if during the year their expenditure o~ anti-epidemic measures, 
medical and public health ha.s not been less than 10% a.nd 4% of their 
income respectively. Dispensary grants are also made to loca.l boards -and 

municipalities upto a maximum of the salary and a.llowances of the medical officer 
in charge of the dispensary. H these dispensa.ries have on their staff a. nurse or 
midwife, Government pays also a grant of Rs. 360/· per annum. Government 
further bears diet charge at a.nnas 6 per day per each indoor patient admitted to 
District Local Board dispensaries and to those. municipal dispensaries which are 
in cha.rga of Government medical officers. With a view to encourage medical 
practitioners to settle in rural areas the Government subsidises more than 400 
medical practitioners and the cost on this account is shared between the Govern
ment and the District Local Boa.rds, in the ratio of 4:1. The Government also bears 
33-1/3% and 50% of the capital cost of piped·wa.ter supply and drainage· schemes 
undertaken by District and Borough Municipalities respectively. Subsidy on the 
same scale is pa.id to municipalities for their housing scht!mes for Harijan emp
loyees. Vaccination in municipal and local board area.s is done by Government 
staff towards the cost of which local bodies make a fixed contribution. In the case 
of six District Local Boards and one Municipality, however, this work has been 
transferred to them, and the Government ma.kes a grants·in·aid towards the ex
penditure.. The Government ha.s in addition undertaken in th~ rural areas the 
following schemes the cost on which is borne entirely by Government :- · 
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(1) Combined Medical and Public Health Units, which carry out sa.ni
ta.ry improvement and provide maternity and child-welfare service 
in the group of villages covered by each unit. 23 such units have 

· been started. 

(2) Mobile Hospital Units, each of which is equipped with a 50· bedded 
mobile hospital in charge of a. medical officer, for being rushed 
to places affected by epidemics. Three such units are functioning 
at present. 

(3) Malaria Control Schemes for regular spraying of D. D. T. have 
been started in 9 Districts of the State. The annual expenditure 
on thiH account is roughly Rs. 27 lakhs. 

667. West Bengal.. In Wast Bengal, the Government pays to munici· 
.pa.lities :-

(a) half tlie pay of the health officers and in a. few cases of the sanitary 
inspectors. 

(b) ·two-thirds of the capital cost of sewerage or drainage schemes. 
(c) small grants for jungle cutting, kerosenisation etc. if equal amount 

is spent from the municipal funds. 
(d) a. fixed capital cost for establishment or improvement of maternity 

and child weiCa.re centres plus recurring cost of the pay of a health 
visitor. 

(e) small contributions for T. B. Chest clinics or antileprosy clinics in 
a few municipalities and 

(f) small grants for school hygiene. 
In the case of district boards the Government pays !-

(1) · An· annual subsidy not exceeding Rs. 2,000 to approved Thana 
health units maintained by district boards. 

(2) two fifths of the annual cost of the permanent Thana vaccinators 
who are district board employees and subsidies for the pay of 
vaccination inspectors and sub-inspectors (at Rs. 90 and Rs. 50 

respectively) who are still borne on the district board cadre. The 
latter are nmv being provincialised as vacancies occur. 

(3) The pay of health assistant per thana health unit for compilation 
of vita.! statistics. 

( 4) Small Kala·aza.r gra.nt3 
(5) Grants to thana and village dispensaries maintained by district 

boards at the ra_te of Rs. 500 and Rs. 250 respectively per annum. 
(6) Hospitals and dispensaries at District and sub-divisional head

quarters have been provincia.Iised. 

668. Uttar Pradesh. District hospitals located within municipal areas 
were previously maintained by district boards to which the municipal boards 
paid a. contribution but these hospitals are now maintained by Government. 
The need for sub1idiary hospitals over and above the district hospitals arises 
only in the larger towns like Lucknow, Ka.npur, Ban&ras, AIIaha.ba.d, Agra 
etc., a.nd these ha. ve been provided by municipal boards of these places. 
Medical units in the smaller towns were provided by district boards and since 
their conversion into municipali~ies they con~inug to be maintained by them. There 
are about 20 municipal dispensaries in the whole of Uttar Pradesh on which 

260 



i!:ibtOAL AND PunLIO HltAL'rlt 

the expenditure incurred by municipal boa.rds was Rs. 12,20,441/· in the 
year 1947-48. Similarly, municipal boards and notified areas are responsible 
for general sa.nitation, epidemic cantrol and vaccination in their beats and a.ra 
generally required to meet the cost of such measures from own funds. 
Municipal boards in the tate also maintain 16 Infectious Diseases Hospitals, 
for specialised treatment .lf such diseases. Grants·in-aid given by Government 
during the .financial year 1949-50 for anti-epidemic measures which comprise 
anti-rat campaign, anti-cholera. measures and opening of temporary hospitals 
amounted toRs. 11,080/-. Grants for drainage and waterworks paid to the 
municipal boards during 1949·50 amounted to Rs. 9,07,700/·. Grants given 
by the Provincial Health Board to the municipalities for various purposes of 
sanitation and public haaleh amounted toRs. 4,74,575 during 1949·50. 

The district boards maintain about 750 dispensaries and meat the entire 
cost of them. Their total axpenditura on these ·units during the ye~~or 1949-50 
amounted to about Rs. 34 · lakhs against which they received grants-in-aid agg
regating Rs. 2,47,300/·. The district boards also run unani and ayurvedic dis· 
pam·aries in the rural areas. In view of the inelastic resources of district 
boards, the State Government has embarked upon a programme of opening 
allopathic, Un1.1.ni and ayurvedic dispensaries spread over a number of years. 63 
general hospita.ls and 59 women's hospitals at district headquarters a.nd 
other placJs which, were ml.intainad by district boards have been taken over by 
Government as State institutions. The State gives grants aggregating Rs. 3,46,800/ 
per annum to the district boards for running subsidized units and for giving 
subsidy to me:Iical practitioners. A grant of Rs. 2,55,400 is also given to the local 
bJdies for the improved maintenance of their dispensaries. The State Government 
have assumed responsibility for control of epidemics in rural areas because the dis
trict boards have not the resources for·~ealing with widespread epidemics. Government 
expenditure in the field of public health is roughly· Ra. 20 lakhs per annum. Some 
district boards supplement Government's efforts in this field by providing small 
amounts for subsidiary measures. They also meet all charges on vaccine. Their 
exrenditure on public hea.Hh activities during 1946·47 amounted to Rs. 9,12,997 /. 
out of a total income of Jl:~. 3)2 la.khs i.e. 3% of their entire income. 

669. Punjab. The total amount of Government grants in Punjab for public 
health is Rs. 3.76 lakh3. Half the pay of municipal health officers is contributed 
by Government. In head-quarter municipa.lities which do not have a Health 
Officer the District Medical Officer of· Health acts a.s such on payment of a. small con· 
veyance allowance half the cost of which is paid by government. 'Iha posts of sani· 
tary inspectors and lady health visitors have been provincialised. But the cost of 
additional Lady Health visitors is paid by local b:>dies. In the case of epidemics the 
the initial responsibility is on the local bodies. Government steps in only 
when the finances of local bodies are not sufficient. For this purpose 
Government provide yearly soma amount in their budget, irreepective of the 
finances of local bodies. If during an epidemic, the local body concerned has no 
funds, Government assist it with gra.nts-in·a.id which may be 50 per cent. or even 
cent percent. ..'~ 

670. Bihar. In Bihar, the municipalities receive no statutory grants for 
medical purposes as such, but are assisted with grants for specific purposes. The 
determining factor in all case3 is the need of each municipality and the afficiency 
of its administration. · 

In the case of district boards, there are non-statutory grants for the main~e
nanca of hospitals and dis(:ensaries. The· present system is not based on any 
fixed principles e.g. population or financial capacity. Grants are made according 
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to requiremeD,ts of district boards and Government's ability to sanction them. Apart 
from this, Government have of late provincialised hospitals at the di3trict head
quarters and a few at sub-divisional head quarters, which formerly were maintain
ed entirely or partly by district boards. 

671. Orissa. The principle governing grant-in-aid to local bodies in Orissa 
for expansion of medical relief is that there should be a dispensary or a hospital 
within the jurisdiction of a police station and that the district board should spend 
on medical relief not less than the annual average expenditure incurred exclusively 
on medical relief during the years 1939-40 to 1913-44 or not less than 10% of their 
cess demand, wliichever may at any time be greater, The St t ta Government are also 
S!l.nctioning Rs. 20,612 annually to the North Orissa district boards for mainte
nanl}e of rural dispensaries. They are also meeting the entire cost of dispensaries 
now opened in the rural, areas under their post-war programme of expansion of 
medical r~lief, the m~~on,agement of which is entrusted to the local bodies concerned. 
In South Orissa, Government pay half as_ well as percenta.ge grants to certain 
local fund dispensaries in lieu of services rendered to Government servants and for 
the post-mortem work etc. The half grant represents half the expenditure over a. -
dispensary whereas the percentage grant is limited to 10 per cent. of the pay of the 
medical officer. Government also pay half grant for the construction and repair 
of buildings of local fund dispensaries. Subsidised dispensaries are opened 
under the management of district boards for each of which Government pays a. 
subsidy of Rs. 500/- a. year for the doctor and the district board concerned pays 
Rs. 300/- for medicines, etc. Subsidised a.yurvedic dispensa.ria3 hava. also been 
opened at some centres. In order to afford further relief to local bodie3 certain 
hospitals under their control at sub-divisional he!l.dquarters and other important 
villages have be~n provincialised. 

Reeurring grants formerly given to district boards in the coastal districts 
for public he~l~h purposa3, have bean withdrawn a.fter the health organisation 
under the district boards was provincialisel w1th effect from the 1st February, 

_ 1947. A3 a ra3ult of this th3 pJ.y of the staff i3 mlt from m!l.te revenu9s, while 
the local bodie3 have tJ spand on c::mtinipncies, travdlling a.llowa.ncas, and drugs 
such as vaccine, etc. 

672. Madhya Pradesh. In Madhya Pr!l.desh, Government assists muni· 
cipalities with small annual recurring gra.nts towards the maintenance of hos· 
pitals and disp)nsaries. These have since beeo raised by 50% subject to a. mini
mum of Rs. 300, as a. temporary n;teasura. The extant of assistance is, in each 
case, detar"minad with reference to the efficiencr with which each such institution is 
run. Building and other non-recurring grants (.generally eqna.l to half the estimated 
cost) are given in deserving casas. On the preventive side, grants are paid to muni· 
cipal committae3 to maet half the C:Jst of health officers and sanitary inspectors as 
also for women Assistaat Medical Officers or midwives ·employed on the preven
tion of infant mortality. Grants equal to half the expenditure are also paid for 
rat destruction work subject to certain conditions. Governmont also contribute 
not more than half the cost of drainage schemes plus P. W.D. charges, where the 
work is carried out through their agency. Gra.nts to Janapadha Sabhas for the 
improvement of water supply in rural a.rea.s a.re made provided they nuder· 
taka to provide 33% of the expenditure out of which half is contributed by the 
Sabha a.nd the other half (in the sha.pe of cash or ma.taria.ls or both) by the resi
dents benefited, and the remaining 67% is met from Government gra.nta. 

· 673. Assam. In Assam the pa.yment of medical a.nd public health grant 
is regulated by the needs of particula.r localities, due regard being had to the back· 
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ward or undeveloped character of the areas as also the capacity of the bedias to 
execute works. This prinoiJlie appears to the State Government' sound as the 
main function of the grants·in·aid, according to them, is -to equalise the resources 

of different local bodies and to serve as a supplement to 'local resources. They, 
however 1 COnSider that the grants Should be earmarked for p~~orticular purpoSeS, 
to ensure that those services are rendered. and 'that 'there should be a detailed 
scrutiny of expenditure on gran~·in-aid works. 

67 4. Ceneral Observation. lt will be observed that the system of Govern· 
ment assistance does not follow any fixed principle, much Jess is there any uni
formity reg!l.rding the basis on which grants •are given. The gran-t is general1y 

inadequate and that explains the low sta~e of. publi~· health prevalent in large
parts of the country. In some states, like Ma..dras, Uttar Pradesh, Bihar and 
'Orissa gradual provincialisation of medical relief has been initiated. The Govern
ment of Ori!'lsa. has also undertake~ the provincialisation of the public health . 
service. A simil&r policy is being pureueil by the Government of West Bengal in 
rural areas. In relation to publio h:ealth the prevention and control of malaria, 
cholera., plague, and other epidemio disseas is a function which in our opinion 
shoulil be completely provincialised. , Local boilies have not got the resources to 
deal with epidemics. Wherever the coopera.tion of .. popular body is des ired for 
the furtherance of any publio sohemtt such as inoculation 0~ vaccination, the 
services of the local b'ldy mighh be availed of, but they should not bear any financial 
responsibility. The raising of th~ standard of public health is a matter 
which ca.n not be entrusted to loc!lol bodies with their slender ·financial 
re~ources. As the Bhore Oommitee bas pointod out, one of the causes of the low 
level of efficiency of he&lth ailministration in the country is that the financial 
resources of local bodies are, "in the majority of cases, insufficient to maintain 
adequate serviceR staffed with well qualified personnel".* As long as this ~esponr,;i· 
bility is shared with local bodies there cau be no hope of any material improvement 
in the phyeical condition of the people. It is well known that the average expects.· 
tion of life a.t brith in this county is only 26 years, whereas it ranges from 50 to 
60 years in western countries. It is low even when compared with Asiatic countries 
like Ja.pan, where the average expectation of life at brith is 45 years. One of 
the directives of State policy, as contained in Article 4 7 of the Constitution of 
India, is that -

"The State shall regard the·ra.ising of the level of nutrition and< the 
standarl of living of its peopla and the improvement of public health 

~ 

as among its primary duties". 

Paragraph 37, page 33, Volume. I of the Report of the I{ealtq .Sqrver ~ Pevelop· 

l!lent Committe~. 
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675. In accordance with the views expressed above, the distribution 
penditure in regard to public health should be as follows :-

of ex-

Local Bodies. State Governments. 
(a.) the construction, maintenance and (f) pu_blic va.ccina.tion 

cleansing of drains and drainage 
works and of public latrines, 
urina.ls and simila.r convenienoas ; 

(b) scavenging and _the removal and 
disposal of excrementitious and 
other filthy matters and of all 
ashes, refuse and rubbish. 

" 
(c) the reclamation of unhea.lthy loca· 

lities, the rem.oval of noxious vega· 
tatien and generally the abatement 
of all nuisances ; 

(d) the regula.tion of places for the 
disposal of the dead and the provi· 
sion of new places for the said 
purpose; 

(e) the registration of births and 
dea.ths. 

(g) prevention and suppression of 
infectious and da.ngereous 
disea.ses i 

(h) establishing and maintaining 
. public hospitals and dispensaries 

and ca.rrying out other measures 
necessary for public medica,! 
relief. 

While we are of the opinion that the expenditure 'should be apportioned as 
above, some of us apprehend that when the State Governments ta.ke over the 
liability for expenditure they may also wish to ta.ke over the adminis• 
tration and control of that expenditure. As Wl ara 00ncerned only with 
financial matters, we are not in a position to express a.ny opinion on this point. We 
trnst, however, that it ma.y be found poasible to let the division of functions rema.in 
as it is a.t present. 
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CHAPTER XX 

COMMUNICATIONS 

676. The provision of comunica.tions is one of the main func~ions assigned to 
local bodies. It includes the construction of roads, bridgea, culverts, planting of 
road-side trees, etc. 

677. -As a. result of the Nagpur Plan, the entire road system of the country 
has been classified into (1) National highways,, (2) Provincial or State highways, 
(3) Major District roads, (4) Minor District road.s and (5) Village road~:~. Under • 
entry No. ~3, List I, Seventh Schedule to the Constitution of India, ''Highways 
declard by or under law made by Parliament to be National highways"-is 8. Union 
subject. Consequently, the responsibility for their construction and maintenance 
devolves on the Centre. The Provincial highways are looked after by the Provin
cial P.W.D., while the district and village roads may be considered to be the 
legitimate domain of local bodies. 

678. · The sub-joined figures- extracted from the Statistical Abstract for India., 
1946-47 show the total road mileagQ vesting respectively in the State Gevernments 
a.nd local bodies in each State as on 31st March, 1945. 
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ROADS EXPENDITURE 1944:-45 
' 

(Vide Sta.tments No. 210 & 211, Sta.tisticalAbstract for 1946-47) 

Total Road mileage Expenditure on maintenance, repairs and 
.STATE P. W. D. I Local Bodies minor improvements. 

Provincial j Local I PER MILE REKARKS 
Provincial I Local 

IN LAKHS OF RUPEES 
Rs. I Rs. 

Madras 4,282 33,321 56.91 121.04 1329.05 363.2 

Bombay 6,975 13,774 75.03 21.83 1075.6 5~4.7 

Bengal (undivided) 2,243 27,533 7.99 37.90 356.20 137.6 

Uttar rradesh 5,007 26,606 97.40 39.26 1945.20 'U2.~ 

Punjab (undivided) 6,168 18,610 86.70 17.20 H05.M 92.4 
' 

Bihar 1,302 28,231 *20.23 29.36 . 1553.70 103.9 '*ProTineia.l ftglll'e. 

Orissa. 3,056 82,57 9.10 0.35 297.70 64.7 ' 
Madhya Pradesh 7,572 1,568 38.95 1.70 5U.30 108.4 

.Assam 4,427 6,959 37.90 7.18 856.10 103.1 ----------- -
@ @ 

41,032 165,859 430,21 280.82 1048 169 ~.beraee per mile. 



It will be observed tha.t wblle t.be total roa.d mila.ge in charge of local bodies 
is four times tha.t vesting in the State Governments, the a.ggreg~te maintena.nce 
expenditure is only ba.If of that incurred by the State Governments. The a.vera.ge 
expenditure per mile on roads of local bodiQs was Rs. 169/-, while that for Govern· 
ment roads was Rs 1048/·, or, in other words, the funds with local bodies should 
have been on the P.W.D. standard of maintenance, nearly six times larger tha.n 
they actually were. In tbese circumstances, it is not fair to compare the condition 
of roads of loca.l bodies with P.W.D •• roa.ds. 

The grants-in-aid given for this purpose by each State Government are 
dealt with below:-

679. Madras. The total expenditure on communica.tions by local bodies in 
1946-~ 7 was as follows :-

Municipalities 
District Boards 

Rs. 35,52,57 4 
Rs. 1,04,62,000 

Prior to 1871 all roads in the State were under the direct control of Govern .. 
ment. With the passing of the Madras Lacal Fund Act, 1871, all public roads came 
to be vested in local bodies, with the exception of a. few roads leading to hill stations 
and strategic roads. Local bodies were given full grants for capital works on trunk 
roa.ds and haiC~grants for capital works on important~marketing roads and second class 
roads. Ex:perience showed that it was not possible for the district bJards to maintain 
all roads np to the· required standard, mainly on account of the inelasticity of their 
revenues and the necessity for meeting increasing expenditure on public hea.lth, 
education etc. Government, therefore, decided to assume full responsibility for 
the maintenance of all main roads in the province with effect from 1-4-1946. As 
a. result of this decision, Government took over nearly 14,000 miles of main roads. 
District BOa.rds were still left with 21,000 miles of roads which are mainly 'district. 
roads' and 'village roads'. The provincial Government, have, however, assured 
district boards that th'ey would continue payment of non·recuring half-grants for 
capital works on roads left with them. In very rare ca.ses where the district 
board is unable to bear even half the cost, full grants are made. 

With a. view to prevent dust nuisance in built-up areas,Government announced 
in 1941 their willingness to contribute 75% of the cost of approved schemes for 
intitial surfacing. Since September, 1947, however, the percentage of assistance 
has been reduced from 75 to 50. 

Under the Famine Code, the Collector. of a. district- ma.y direct local boards 
to initiate special works. For such relief works,,District Boards like Ana.nta.pur, 
Bella.ry and Kurnool are paid full grants or half grants as circumstances 
require. · 

In 1930, the Government of India. constituted a. fund known as the 'Roaq 
Fund' out of the proceeds of an extra. duty of 2 annas per ga.llon on motor spirit 
used for purpases other than civil aviation. Eighty·fi.ve per cenfi. of the proceeds 
is alloca.ted to Sta.tes in the ratio of the consumption of motor spirit in their 
respective area.s. Subject to the pevious approval of the Central Government, 
grants may be given from this fund for the following objects :--: 

(1) Construction of new roads and bridges ; 
(2) Rsconstruction or substa.ntia.l improvement to existing roads and 

bridges. 
Since 1925, Government ha.ve been giving gra.nts . to local bodies for the 

improvement of village eammunioations. The grant in ea.ch case is sanctioned 
subject to the condition that the loca.l board . shall spend a.n equa.l amount from its 
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funds.· In the case of district boards the grant ginn should be untilised for the 
construction of bridges and culverts on existing village roads, and metalling or 
gravelling earthern roads for the first time, whilEl pa.nchayat boards may utilise 
the grant only on capital works relating to culverts, bridges and int~r-villa.ge roads. 

After the main roads were ta.ken oTer by Government in 1946, grants for the 
ma.intenance of roads ha.Te been withdr&wn, except in a few special cases, aggrega.· 
ting Rs.-58,800 a. year. · -

680. The Madras Motor Vehicles Taution Act, 1931, abolished tbQ levy of 
tolls and taxes by local bodies on m'ltor vehicles aud introduced a. new provincial 
tax on motor vehicles. The power of loca.l bodies to levy license fee on motor 
vehicles plying for hire wa.s abolished by the Madras Traffic Control Act, 1938. 
The former Act providad that local bodies which ha.d been deriving income from 
the tax and tolls should be paid compensation for the loss of their income out of 
the net proceeds of the provincial tax, By a subsequent amendment, the Act has 
provided for a similar compnensa.tion in respect of loss of income to local bodies 
from the levy of license fees on motor vehicles. The total compensation payable 
annually to local bodies h Rs. 90.25 lahhs as under :-

(a.) For loss of income from fees for licences _ 
granted to motor vehicles. Rs. 21,91,400 

(b) For loss of income from tolls a.nd taxa.tion 
of motor vehicles. Rs. 68,34,000 

Total Rs. 90,25,400 
The a.mount provided in the Budget Estimates for 1950·51 on account of 

grants·in-aid to local bodies for communications aggregates Rs. 55.54 la.khs. This 
is exclusive of the above-mentioned compensation of Rs, 90.25 lakhs under the Motor 

· Vehicles Taxation Act. 
681. Bombay, The tota.l expenditure on communications by local bodies in 

1946·47 was as follows:-
Municipalities 
District Boards 

Rs: 17,15,065 
Rs. 30,02,279 ,; 

Municipalities receive hardly any financial assistance from Government in 
respect of roads. The total grant paid by Government to local boards in the 
years immediately preceding the last Wa.t was about Rs. 8 lakhs. This has since 
been increased to over Rs. 2 3 l&khs in the Budget Estimates for 1950-51. Th& 
grants are distributed after taking into a.cc·Junt (i) the income of each local board 
in relation to the area to be provided for and the length of roa.ds (ii) the comparative 
cost of maintenance and construction, (iii) the manner in which the previous year's 
grant was utilised (iv) amount spent by the board from its own funds and (v) 
additional amounts, if any, required to meet expenditure on special object, like 
bridges, etc. · ' 
. 682. On the enactment of the Bombay Motor Vehicles Tax Act in 1935, 
the local bodies were prohibited from levying tolls. The Act, however, provides 
for payment by way of compensation of a sta_tutory grant to every local body 
equal to the net average annual income of the body from tills during the three 
years ending 31st March, 1936, plus ten per cant. The provision on this account 
in the budget estimates for 1950-51 is Rs. 7.05 lakhs. 

683. West Bengal. The· total expenditure on communications by local 
bodies in 1946·4 7 was as follows : 

Municipalities 
District Boards 
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Rs. 10,71,320 
Rs. 18,24,023 



Public Works Dnpartment grant to municipalitiag· in this Shte consists 
exclusively o~ motor vehicles tax ra::eipts. In pra·wu days, the amount depended 
upon 

(a) r•)a.d mileage within the municipality 
(b) the relative proportion of metalled and surfaced roads to unmatalled 

roads, and 
(c) the average expenditure on these tw.J types of roads • 

. 684. The Calcutta. C:>rporation which .alone had the right to tax motor 
vehicles prior to the Motor Vehicles Act, 1932, received a. fixed annual grant of 
Rs. H Ja.khs. No other local body receives any compensation on this account. 
During the War, when provincial finances were stretched to the limit, all,dis· 
cretiona.ry p1.yments from the Motor Vehicles Tax receipts ware withheld. After 
the War, local bodies have been asking for a share not only of currant receipts but 
also of damage to their roads by military traffic during the War. In the mean
time the State Government's postwar schemes for n"ational highways and trunk 
roads had made soma progress and funds were required, {or financing them. The 
result is that between the competing claims of the State P. W. D. and the local 
bodies, no acceptable formula for division of the receipts has been devised. · 

685. The average grant to district b:>:Jords under communications on the 
bash of thg two years 1946-47 and 1948·49 was Rs. 6,56,324. The Budget 
Estim~;~.tes for 1950-51 include- a provhion aggregating Rs. 22.50 la.khs on account of 
grants-in-aid to local bodies for communications. 

6'36. Uttar Pradesh. The tot1l expenditure on communications by local 
bodies in 19-16-47 was as follows:-

Municipalities 

District Boards .·• 
Rs. 37,80,000 
Rs. 34,80,000 

The State Government gives financial assistance to Ileal bodies from two 
sources;_ 

(1) from State revenues, and 

(2) from Uttar Pradesh Road Fun_.d . 

Assistance from State Revenues. Grauts·in-aid are given to selected 
municipalities for renewa.l, reconshruchion and maintenance of roads in 194:6·47 as 
a. part of the U. P. Government Postwar Programma. Under this schema the 
following amounts were distributed : 

194:6·47 Rs. 22.5 lakhs 
1947-48 

1948-49 
Rs. 10 
Rs. 7 

•• 
•• 

· This grant is now steadily diminishing because .the Government is not able 
to give the subsidy which was at one time promised. These grants are given on 
the basis of ruquirements of municipal boards which are judgoo from the condition 
of their roads. Fin::mcial p:>sitiou is not always ta.keu into ·consideration. 
Municipal boards with tJlerably g:>:Jd roads do not ggt any grants-in-aid under this 
scheme. · . 

District bon.rds get gra.ut-in-aid for improvement of roads under the scheme
started for frc.m the fian.ncial yaa.r 1!)!9-50 for which a. provision of Rs. 10 lakhs 
was made. The basis of distribution of the allotment wa.s not decided at the time ' 
of writing. · 

687. The U. P. Motor Vehicles Taxation Act, 1935, deprives local bodia3 of 
the power to tax motor vehicles. Further, according to. section 19 of the Act, the 
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entire receipts from taxes levied on motor vehicles thereunder were to be credited 
• to a fund called the Roa.ci Fund. Subsequently it was decided that half of the 
.receipts in the 'R 1ad Fund' should be made over to local bodies u.s 

(1) c1mpensa.tion to such of them as had suffered a loss of income conse· 
quent on the passing of the Act, and 

(2) grants-in-aid for construction and ,improvement of roads. 

The compensation under (1) above is Rs. 2,13,800 on the basis of average 
receipts which the local bodies· got prior to the enforcement of the Act, after de· 
ducting 50% as collection charges. The grants-in·aid under (2) are variable and 
depend on the amount of receipts iu any particular year. 

Subsequently section 19 of the Act was repealed by the Government of India 
(Adaptation of India Laws) Ordar, 1937, but the arrangement referred to above has 
been continued by executive orders 0f the Government and the compensation under 
(1) ab:>ve has also remained unchanged. The grants-in·aid under (2) are distribut
ed to certain bigger municipalities only, whose needs are consid<Jred greater and 
not to all boards, as in the la.tter case each board's share will be too small to be 
usefully utilised. It has been decided th~~ot municipalities with population over 
one lakh according to 1941 census should receive these grants and on this basis 
only eight municipal boards are entitled to get them. The total amount paid to the 
municipal boards in this connection for the year 1946-47 amounted toRs. 6.9 lakhs. 

The other half of the Road Fund is utilised for meeting cJllection charges 
of the tax and for construction and improvement of roads. Generally, provincial 
roads are constructed and repaired out of this portion of the Fund but sometimes 
grants are given to local bJdies in sp3cia.l and emergent case3 for improvement of 
their roads. 

The Budget Estimates, 1950·51, include a provision aggregating Rs. 26.66 
lakhs on account of grant-in-aid to local bodies for communica.tion works as 
under:-

Grants-in-aid 

Compensation under the Motor Vehicles 
Ta.xation Act. 

Rs. 24.53 lakhs 

Rs. 2.13 lakhs 

688. Punjab. The total expenditure on communications by local bodies in 
the Punjab in 1947-48 was as under:-

Municipalities Rs. 4,82,053 
District Boards Rs. 8,03,637 

The budgetary ptovision during the yea.r 1950·51 for the purp:>se:~ of gunts
in·a.id to loaal bodies for co~munications in this State aggregated Rs. 4.60 lakhs. 

689. Bihar. The total expenditure on communications by local bodies in 
Bihar in 194(3-4 7 was as under :- ~ 

Muni~1pa1ities 

District Boards 
Rs. 4,68,864 
Rs. 47,13,400 

The present system of grants-in·a.id is not based on any fixed principle. 
Grants ere made according to the requirements of district boards and Government's 
capacity to sanction them. District boards do not receive any statutory grants 
for specific purposos, but they get the following non-statutory grants :-

(1) grants from motor vehicle taxation proceeds and other gra.nts for 
improvement of communica.tions. 

(2) subventions for rep&ir of roads from the Road Fund. 
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The provision included in the Budget Estima.tes 1950-51 for this purpose 
aggregated Rs. 2.17 la.khs. 

The State Government bas recently provincia.lised some of the important 
inter-district and provincial roads. This was considered necessary in order to 
afford relief to district board finances. 

690. Orissa, The tota.l expenditure on communications by laca.l bodies in 
'his State during the year 194:6-47 was as under :-

Municipalities 
Dist riot Boards 

Rs. 1,75,804: 
Rs. 6,75,573 

There are no definite principles in regard to gra.nts to local bodies in the 
districts of Cuttack, Puri, Bala.sore and Sa.mba.lpur for communica.tions. But in 
the ex-11fadras area, road ·grants are given to Ganjam district board for mainte· 
na.nce of second class roads on the ba.sis of half of actual expenditure on maintenance 
suhject to a. fixed maximum. The Budget Estimate for 1950-51 include the 
following provision on account of assistance to loc·a.l bodiea for communication 
works:-

Compensation to local bodies for loss of 
income fron1 tolls and ta.xa.tion of motor 
vehicles Rs. 2,~0.000 

Grants-in-aid for civil works Rs. ts,08,005 
691. Madhya Pradesh. The total expenditure on communications by local 

bodies in this State during the year 194:6-47 was as under :-
Municipalities Rs. 14,88,008 ' 
District Boards .. • Rs. 3,95,338 

In Madhya. Pradesh, it is understood tha.t gra.uts·in-aid for rura.l communica.• 
tiona have now been stopped. 

The Budget Estimates 1950-51, however, include provision aggregating 
Rur.ees fifty five thousand on account of (1) Compensation under the Motor Vehi· 
cles Taxation' Act (Rs. 45, 000) and (2) Grant to Pachma.ri Municipality for de-
velopment of plateau roads (Rs. 10,000). · 

692. Assam. The total expenditure of local bodies on communications in 
this State during the year 1946-4:7 was as under:-

Municipalities Rs. 2,23,451 * 
(1945-46) 

District Boards Rs. 11,65,031 , 
The principle on which gra.nts·in·aid to local bodies are made is based on -

the needs of the:~ localities concerned, with due to rega.rd to the backwa.rd and un· 
developed character of the area. as also the ca.pa.city of loca.l bodies to execute 
the works. The Budget Estima.tes for 1950-51 include the following provision 
for this purpose :-

Compensation to local bodies under 
the Motor Vehicles Taxation Act 
Gra.nts·in·aid to local bodies for 
communication works. 

Rs. 1,71,000 

Rs. 5,33,409 

693. General Observations. It will be observed from the a.bove resume 
that, as in the case of grants for medica.! a.nd public bea.Ith purposes, no uniform 

'The figures for municipalities for 1946-47 have nottbeera fq:mished by this State. 
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policy is followed in regulating assistance from State funds for the development 
of communications, except in the States of Madras, Bombay and West Bengal. 
It is obviously necessary that grants for the maintenance of roads should bo 
based on the road mileage which has to be maintained. The State P.W.D. 
prepare their own budgets on the basis of such mileage and have definite standards 
of maintenance for the various classes of roads which have to be adhered to. No 
development in communications can be expected if the funds at the dipoosal of 

1 local bodies are comparatively small, as has been shown in the statements given· 
at the beginning of this chapter. The first step, therefore, is for State Govern· 
ments to prescribe certain standards of maintenanca for metalled and non· 
mettalled roads and to make grants on such a basis in rural areas, where the 
need for financial assistance in this matter is very great. In municipa.lities, the 
mileage maintained is generally small and, therefore, the need for financial assis· 
tance on a large scale is not great. We realise that, as a result of such pres· 
cription of standards, .the financial burden on State Governments will become 
heavy and they may" not be able to give adequate grants-in-aid within the 
next few years, but it is better to prescribe standards and reach them by slow 
s~ages than to aUow the present unregulated state of affairs to continue. 

694. In this coimection w~ wish to bring to notice two measures taken by 
the--Government of Bihar recently which in our opinion, if adopted by other 
States, will provide funds for the development of communications in rural areas. 
It is understood that the Government of Bihar have provided, by an amendment 
to the Bihar and Orissa Local Self-Government Act, 1885, for registration and 
taxation of bullock carts on the following f:C!:Lle :- _ _ 

(1) for a cart fitted with pneumatic tyres, not less than Rs. 12 and 
' not more than Rs. 24, and ; 

(2) for carts not so fitted, not less than 6 rupees and not more 
than~ 12 rupees as the district board may fix from time to 
time. 

This tax is payable for registration for one_ year and half the sum for re
gistration for half·year. It is also understood that the additional income from 
this source is estimated by them at Rs. 18 lakbs. 

695. Several proposals were made to us in evidence for such taxation. 
The number of bullock carts in- this country is estimated to be not less than 
40 lakhs. Consequently the income from such a tax should not be small. It was 
suggested that exemption will have to be given from such taxation to carts usoo 
by agriculturists for-their own domestic purposes and not ueed for hire. We 
do not know exactly what the Government of Bihar . is doing in this matter. It 
seems to us that it would be very difficult in practice to discriminate between 
carts used for hire and carts not used for hire and we, therefore, are not in favour 
of such an exemption. We agree in principle that a tax on bullock carts should 
be levied in rural areas. The question of the rate at which the tax might be levied 
we would leave to the discretion of each State Government. Where a. tax on 
bullock carts is already being levied in any panchayat and is at the sama level as 
the tax now proposed for levy the district board, there should be no further levy 
on the individual paying the pancha.yat tax. But should the level of taxation 
of the panchayat be lower than that of the district board there would be no ob· 
jection to the district board levying -the tax at the difference between the two 
rates. We are further of the opinion that the net proceeds of such t~xation should 
be earmarked for purposes of road development in rural areas and should not be 
spent on any other object. 

696. The other measure which the Government of Bihar has taken is the 
imposition of a._ tax on pQ.ssengers travelling by hir!ld ro~~<d tnOtor transport, This 
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tax is being levied as a provincial tax and will, we understand, be shared · between 
Government and the local bodies concerned in the proportion of '1 : 3. From this 
sourc9 the Government of Bihar expects to derive a.n· a.nnual ineome of Rs. SB 
Lakhs. 

We a.re in favour of such transport p&ying a. tax which should be levied a.s · 
a. State Tax in the first insta.nee. The tax. should range between 3 pies to 12 pies 
according to dist&nce. From the net proceeds of the tax, not less than two
thirds should go to local bodies and the remaining one-third may be retained by 
the State Government. The basis of allocation of the portion which ls intended
for looal bodies should be either population or road mileage within the jurisdic· 
tion of each local body as ma.y be considered suitable by the State Government. 

697. Rickshaws -are ·now being used to a large extent, but in certain 
States it was pointed out to us ·that no tax ean be lavied on them until the Acts a.re 
amended. We suggest tha.t the power to impose taxati'()n on rickshaws should be 
conferred on local bodies where it does not exist already by amending the Acts if 
necessary, · 

698. On the question of payment of compensation for loss of income 
derived from motor vehicles, local bodies feel very strongly. This grievance was 
brou~ht to our notice by every local body from city corporations down to rural 
b~ards. Compensation, we understand, was fixed on the basis of income derived 
more than fifteen yea.r ago. The number of motor vehicles ha.s increased very 
considerably since then and the cost of road construction and maintena.nce has also 
gone up. 

We &re of the opinion th&t the basis of the compensa.tion paid to Ioc&l bodies 
should be re-opened &nd fresh amounts ~xed in the light of altered facts. Some 
witnesses even went to the extent of suggesting that Iooa.l bodies should be allowed 
to re·impose tolls. But we consider this suggestion nry unsuitable and retrograde 
in character. H is far better to revise the compensation than to revert to a. 
system which would lead to ha.ra.ssment and inconvenience to users of roads. 

699. The question of pa.yment of compensation to local bodies for extra.· 
ordinary da.mage done by military trucks during the w&r was raised before us in 
evidence in more than one l1tate. This is to a certain extent -allied with the 
question of compensation for similar da.mage done by heavy trucks of industrial 
concerns plying on pa.rticula.r roads maintained by local bodies. Neither the 
Defence Depa.rtment nor the industrial concerns admit any Iia.bility for such -
damage. 

700. We learn, however, that in Uttar Pradesh, a. cess is levied on sugar 
cane and is credited to a fund called the Sugar Cane Compensation Fund. In recent 
years, gra.nts ha.ve been paid from this fund to local bodies towards repairs 
of roads damaged by sugar cane traffic. 

Similarly, in West Bengal, gra.nt.s to the extent of Rs. 20 la.khs are pa.id from a 
surcha.rge levied on the sale of internally procured rice for improvement of village 
roads in heavy procurement areas. Thase instances seem to us to admit the prin· 
ciple that where extraordinary da.ma.ge is done some compensation should be pa.id. 
As local bodie3 cannot impose &ny taxa.tion on motor Tehiclea, the only way iiJ 
which, it seems to us, the damage done tJ their roa.ds ea.n be made ~ is eithel 
by sha.ring the proceeds of the motor nhielcs tax with them or by the levy of a 
surcharge on trucks a. bon one ton in weight, which should be made over to the 
JOQa.l bedias ~onC?c;rned within "Whoae jurisdiction sqoQ trqekiJ ordinarily !Jly. 
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701. As reg!l.rds the da.m:1ga dJne by m.ltJr trucks during the W&r, we feel 
that there is a g >ad case for compensation b!lt the mJ.ttar is one which should be 

·pursued by the State Governments concerned with the Defence Department. 

702. Thera is a. simila.r ca.sa for comp3DS!I.ti.:H'I, to certain I.Jca.l bodies in the 
Punjab particularly the Amritsa.r municipa.Iity, for damage dlne to roa,ds in co~. 
sequence of the partition or the province. 

274 



CHAPrER XXI 
PINANCES OF IMPROVEMENT TRUSTS/DEVELOPMENT BOARDS. 

703. General. Improvem:mt Trus~s are ad hoc bJdie3 cJnstitut~O. ·for the 
general purp lSd of city development including opening up of congested ·areas and 
reml)val of slurm. Ti1ey are semi-autonomous bodies which have been created by 
s~atuta. Tneir composition, powers and duties as wall as· the procedure for 
initiating scheme3 and their transference to the municipality on completion are all 
prescribed under the various Acts governing them. 

704. History. A brief account of the origin. of some of the Improvamenb 
Truflts is given below:- . 

(1) Bombay. The B 1m bay Improvmant Trust was the firsb to be established 
in the cauntry. In 1864: a. report on the sanitary sta~e ·of the island painted to the 
ne3d of vecitila,ting the toW•l of BJmb'J.y by opening up avenues. 80 £o. 100 ft:wide 
from the sea Rhore. The matter was discus3ed from time' to time but nothing of 
importance emerg3J, chiefly due to financial dificulties and the priority the corpor
ation attached to the provision of watar supply and drainage. In the meantime the 
density of population continued to grJvt at a. somewhat alarming pace. In 1896 
there was an outbreak of bubonic plague in an epidemic form in the city. The havoc 
wrought by the epidemic brought home ta all CJncerned the need for wholesale 
reconstruction of the City on sanitary and scientific lines. In September 1897, the 
G.Jvernment of Bambay put forwarJ d:3finite proposals for the establishment of an 
Improvment Trust for the City cJnstitutei on the lines of the Bo:nbay Port. Trust. 
The Government.' s view was expressed in the following terms:· 

"Any scheme t'J be effactiv~ r;nust b3 on a. tborougly comprehensive 
scale and must provide nl)t only for opening up crowded localities by 
the cJnstruction of new streets and acquiring frontages thereon for 
the erection of improvement dwellings. and for the levelling up of low 
lying areas, but al·so for improvirg existing insanitary dwellings aud 
housing a. very large number of poor class· IJeeple in the new 
sanitary dwellings to be let out an extremely low· rate of rent. . It 
must in addition provide room for the accommodation of the population 
to be displaced in the process of relieving congested area. and lastly 
room for the future expansion of the city". · 

It was realised that the cost of execution of such a. comprehensive project 
which required persistent and sustained efforts on systematic lines was beyond 
the resources of the already overburdened Corporation a.nd i~ was. ther~fore imper· 
at.ive that the task should be entrusted to a. sepa.ra.te statutory bJdy which could 
devote its entire energy to the problem. This scheme having been generally 
approved by the Municipal Corporation, the Bombay Port Trust and the Chamber 
of Commerce was given statutory form by the passing of Act IV. of. 1898. This 
Act contained a. provision for the dissolution Qf the Trust and for the transference of 
its property to Corporation after the Trust had 'carried out its schemes of develop
ment and improvement. In 1925 when the allotted work was completed the Trust 
was merged with the Municipal Corporation by the city of Bombay Transfer Act 
1925. The object of the 1925 Act was to transfer to the Corporation the property 
of the Trust, not absalutely for the general purposes of the Corporation but specially 
for the purpose of the improvement of the city and to confer upon the Corporation· 
certain of the rights previously vested in the Improvement Trust .. This resulted in 
a. specially constituted Committee of the Corporation designated the Improvement 
Committee, being set up within the Corporation to carry on the work of the Trust. 
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{2) Calc:utta. The itarting point in Calcutta. wu the report of the Calcutta. 
Building Commission in 1897. This Commission was charged with an enquiry 
into the extent of over-crowding in the oiLy, the history and operation of the exist
ing laws and byelaws relating to buildings and the desirability of opening up con
gested parts of the City by the most feasible plaris. The proposals of the Com· 
mission were centred round the dri-ving of over 15 miles of new roads through con
gested localities and the provision of open spaces. The Commission suggested 
that the execution of the scheme should be entrusted to a special and separate body 
like an Improvement Trust and the cost of the scheme be met half by recoupment 
of sale proceeds of lands and the other half by loans on the security of a. tax on 
jute. Considerable time was taken up in discussions. Eventually certain ten· 
tative decisions were ta.ken a.nd published, but nothing of importance occurred 
until the beginning of 1904 when the matter was taken up by an Advisory Con
ference. This conference ma.de important recommendations including the enlarge· 
ment of the scope of the ea.rlier scheme and the delimita.tion of the functions of the 
proposed Improvement Trust which eventually formed the basis of the Calcutta. 
Improvement Trust Bill 1910, which later beca.me the Act of 1911. The 
object of this Act, as stated in the prea.mble, was comprehensive, namely, to make 
provision for the improvement and expansion of Calcutta. by opening up congested 
a.reas, laying out or altering streets, -providing open spaces for ventilation and 
recreation, demolition or construction of buildings, acquisition of land for the above 
purposes and for rehousing of persons of the poorer a.nd working classes displaced 
by the execution of improvement schemes. -

3. Luc:know Kanpur, Allahabad. {U.P.) The history of Town Improve· 
ment Trusts in U. P. begins in 1907 when the Government of ·India., following the 
report of the Pla.gue Commission of 1905, called tne Provincial Government's atten
tion to the question on provision of model dwellings and preparation of 
schemes for the demolition of insanitary a.reas and opening up of congested. quarters. 
After necessa.ry investiga.tions made in 1908 concerning the cities of Lucknow, 
Kanpur and Allahabad about the need ef each town and necessary funds having 
been made a.vailable it wa.s decided to dra.w up a. Trust deed which was executed .by 
the three munioipa.l bodies in 1909. Under this deed the Munioipa.l Boards were 
ea.ch given a. gra.nt for a.cquiring land a.nd executing schemes, the sale proceeds of 
the land being treated a.s Tru:;t property. -It wa.s stipulated tha.t on the creation 
of an Improvement Trust by subsequent legislation the Trust property was to be 
tra.nsferred to it. On the allotment of Government gra.nts, boa.rds were formed 
to a.dminister the Trust, the Chairman of the Board being the Chairman of the 
Trust. The condition in the trust deed that Trust property would be transferred 
to· an Improvement Trust when created shows that legislation was contemplated 
from the very beginning. A draft Bill was prepared in 1914, but this was held up 
for a. time pending decision on the question whether there should not be a Town 
Planning Act for the whole of India. This sugge:;tion was negatived in 1817, after 
which the earlier dra.ft bill was taken up. It finally became law in 1919, when 
the Improvement Trusts for Lucknow and Ka.npur were constituted. The Improve
ment Trust for Alla.ha.ba.d wa.s constituted in 1920. Later in 1945, the Ka.npur 
Act wa.s replaced a.nd substituted by the Ka.npur Urba.n Area Development Act. 

(4) Nagpur {Madhya Pradesh) The Nagpur Improvement Trust was 
established at the beginning of the yea.r 1937 by the Nagpur Improvement Act 
which came into force on 1st January o1 that year. This Act was the outcome of 
the Report of the Committee appointed by Government on a. proposarma.de by the 
Nagpur Municipal Committee in 1928, which itself was the consummation of a 
series of earlier discussions going back to abuut 15 years. Th~ municipal request 
resulted in a. preliminary survey of the problem and a report was submitted to 
Government in 1930. This in turn led to the setting up of a. Committee to exa.mine 
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. 
and report on the advisability of setting up of a. trust. This Committee remain· 
ed dormant for 3 to 4 years, but eventually a. draft bill was submitted to Govern
ment, with the Committee's report, in April1935, which became law in 1937. 

(5) Delhi. The constitution of the Dalhi Improvement Trust was the out· 
come of a report by an Officer on Special Du,ty appointed _by the Government of 
India, to investigate the nature and magnitude of the problem of congestion, the 
extent to which measures already under taken or in progress could provide a. solution, 
what supplementary measures ::ould be taken, and the agency to carry out these 
measures. This report, which was presented to Governmen~ in 1936, while indi
cating the nature and extent of overcrowding in Delhi, expressed the view that 
the only body which could be entrusted with the dual task of administration of a 
large Government estate and town planning and slum clearance would be an Im· 
provement Trust equipped with statutory authority. As a result the Delhi Improve
ment Trust was canstituted in 1937. Unlike other bodies the Trust was constituted 
by Government notifications extending, under the Delhi Law's Act, the U.f. Town 
Improvement Act, 1919 which formed the basic Act. In it were grafted, under 
the same a.uLhority, appropriate sections of the Rangoon Davelopment Trust Act, 
1911. Certain sections of the latter Act were again extendad to Delhi in 1940. 

(6) Other Improvement Trusts. Within recent years Improvement 
Trusts have been established for Madras City, for Agra and Ba.naras ia the U. P. 
and for Amritsar, Jullundur and Ludhla.na in Punjab (I). In all ca.ses the basic 
object of the creation of the Trust has bean more or less uniform, namely, the 
opening up of congested localities, provision of sanitary dwellings and orderly expan· 
sion of the town. 

705. Finances of Improvement Trusts. The sources of revenue of the 

various Improvement Trusts or Development Boards, other than revenue derived 
by disposal of land, are set forth below:-

(i) Calcutta (a) Stamp duty at 2% on transfer of immo· 

(ii) Madras 

(iii) Nagpur 

(iv) Delhi. 

va. ble property; 
(b) terminal tax on passengers; • 
(c) export duty on jute; 
(d) municipal contribution at 2% of the a.n· 

nua.l rateable valnation; · 
(e) Government grant of Rs. 1.50 Iakhs ; 

and 
(f) Betterment fees. 

(a) , Annual contribution by Corporation 2.5 
Ia.khs ; 

(b) Annual contribution by Government 2.5 
lakhs; 

(a) Municipal contribution (2% on annual 
rateable valuation of houses) ; 

(b) Surcharga on stamp duty ; · 
(c) betterment fee and abandonment charges; 

and 
(d) grant out of Nazul income (temporary). 

(a.) Betterment fee and abandonment charges; 
(b) Government subsidy ont of Entertain· 

ment tax to meet deficit on poor class 
re-housing (Approximately 25,000/· p. a.) 
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(v) Kanpur Development 
Board: 

(vi) Lucknow. 

CHAPTER i:ti . 

(c) Income from Nazul after deducting Go· 
vernment's share as it st00d imme
diately before the constitution of t.he 
Trust (this income is credited to Nazual 
fund and cannot be appropriated by the 
Trust for its own purposes). 

(a) 

(b) 
(a) 
(b) 
(c) 

Stamp duty of 2% ; and 

Betterment tax ; 
Betterment Ta.x ; ~ These are not 
Stamp duty of 1%; an.d I in force yet 

Railway passenger tax ; · }-but are expec-
1 ted to be avail
J abla in future. 

(vii)' Amritsar. ' (a) Contribution from municipality at 2% on 
the gro-;s annual income ; and 

(b) Grant-in-aid from Government. 
(viii) Jullundur. (a) Contrinution from municipality at 2% on 

the gross annual income ; and 
(b) grant·in-aid from Government. 

(ix) Ludl:.iana. (a.) Contrinution h·om municipality at 2% on 
the gross annual income ; and 

(b) grant-in-aid from Government. 
706. We have visited most of the principal towns in India where Improve· 

ment Trusts are functioning and everywhere the Trusts have complained of inade
quate finances. The Improvement Trusts have a very wide field of activities ; in 
fact so wide that there is hardly any aspect of city development which does not 
fall within their scope. Their resp')nsibilities have greatly incre:1sed in recent 
years and this is specially the case in respect of housing. The larg1 influx of 
refugees practically io all important towns and the general tendency of the people 
to migrate to larg~r towns have made housing shortage, which had been steadily 
growing since the war, more acute th!Ln ever. We are of the opinion that Improve
ment Trusts have an important part to play in helping to relieve this shortage 
and specially in improvir:g the living conditions in the bigger towns where a large 
population lives virtually in slums. 

707. In 1948, the Ministry of Health called a conference of the Improve· 
ment Trusts and Development Boards in India to discuss important subjects of 
common ir..terest and appli{'ability. Oa a mess!l.ge tothe conference the Hon'ble 
Minister of Health, Government of India, stated as follows :-

"To any one who has had the apportunity of doing social service over 
a long period of years in buth cities and villages and therefore seen 
the hovels and insanitary conditions in which the va.st majority of our 
population lives, it is not necessary to emphasize eicher the importance 
or the necessity of bodies such as 'Improvement Trusts', That our 
cities and our villages should be cleared of slum areas and hovels 
and our people given decent dwelling houses at the earliest pJssible 
opportunity is vital to the nation's well-being ••... Many of the 
diseases which ravage our land are due to causes which are preventi
ble. And the main cause of epidemics and some disaase~. for example, 
tuberculosis, which is playing havoc with us today, a.re bad housing 
and lack of sanitation. 
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Improvement Trusts have, in my opinion a tremendous res·· 
ponsibility, for, on the successful outcome of their endeavours, depend 
the happiness and well being of millions. But theirs is also a fascina· 
ting task. To plan, to experiment, to · bring into the lives of people 
who have had .ho bear nothing but the beat and burden of the day in 
the most dreary and squalid environment, something of the beauty and 
restful joy of a decent home, the cleanliness of hygienic surroundings, 
the health-giving air accruing from parks and garden plots, must 
Purely be their own reward''. · 

708. Our investigation has shown tba.t Improvement Trusts 'have not been 
able to do any appreciable work in clearin~ slums. Their difficulty bas been mainly 
financial. .As several Chairmen of Improvement Trusts have told us slum 
clearance involved not only paying hea.vily·for acquisition of slum areas but also 
incurring large expenditure on construction of sanitary dwelling for rehousing of 
the slum evictees. We are satisfied that the proble~p of slums is by far the most 
difficult of the problems relating to city improvement. ·Under the existing law the 
only practical way of clea.ring a slum is to acquire the whole area and demolish all 
buildings unfit for human habitation within it. Such areas being highly congested 
the rents paid by the dwellers &re generally high a.nd in consequence the cost .of 
a.quisition, which is based on rental value, Is very heavy. All slum clearance 
schemes are thus deficit schemes and unless sufficient funds are made available 
from public revenues by Government, it is not possible, in our view, for an Imp· 
rovement Trust or any other authority to carry out schemes of slum olearai:10e 
with any success. 

Of all Improvement Trusts in the various States, the Calcutta Trust is the 
only one which is well provided w~h funds. The revenue account of this Trust 
shows a recurring annual income of over 50 lakhs from taxes and municipal and 
Government contrinutione. Even s~ we have been told by the Chiarman of the 
Calcutta. Improvement Trust that while their revenues were sufficient for carrying 
out ordinary development schemes, they could not undertake housing schemes for 
lower inc'lme groups without Sli'lte subsidy. The argument for State help is even 
stronger in the ca.se of other Trusts which are in Jo much worse position finan· 
cially. • 

709. Housing measures in other countries. In this connection it will be 
of interest to mention briefly the contribution of Government in some other 
countries towards relieving the acute housing shortage which is practically uni
versal. 

United Kingdom. The Housing Act of 1946 contains the ,following 
features:-

(a) There is provision for a. 'standard' subsidy of £.16/10/· per bouse 
for sixty years. This was coupled with a statutory rate oontribution , 
of £.5/10/-. 

(b) There is a special standrai subsidy of £.25/10/- and a corresponding 
diminution in the rate contribution to £ 3 per dwelling. 'Ibis 
higher subsidy is intended to help those districtil where the local 
authorities' fir.ancial position is not strong. 

(c) The Act also recognises the continuing need to provide sp~cial . 
subsidies for housing on expensive sites in central areas. The local 
authority's:contribution is one-third of the appropriate state subsidy. 
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(d) Provision was made for special grants in respect of permanent 
prefabricated houses. It was meant to cover the difference in 
capital cost between the traditional house and the particular type 
of prefabricated house. 

(e) The provision of houses for the poorer members of the community 
has remained largely the responsibilty of the State a.nd the local 
authority. 

(f) Origina.lly the ide& was simply to provide houses. Now the Act 
covers inspection and clea.ra.nce of insa.nita.ry houses, slum 
property, control of overcrowding, the provision of laundries, 
furniture, communi~y centres and many other amenities. Housing 
has become a. permanent service ·and not just a temporary social 
palliative, 

France: (a.) Mortgage institutions have been created by the Government to 
finance building houses. 

(b) Such institutions get money from Government at 2% interest 
payable in 35 years. Individual mortgage is given credit at 2i% 
interest redeemable within 35 years. 

(c) Cooperative societies for building cheap houses have been encoura.g
. ed by Government by giving loans upto 90% of the capital cost 

payable in 35 years. 

Sweden. Since the wa.r, the Swedish Government has worked out a. scheme 
for a permanent system of financial support to housing intended to eliminate the 
present shortage and to raise materially the general housing standarts over a. 
period of five years. Undertakings owned by a town or controlled by local a.uthori
ties receive loans upto the full value of the property, co-operative enterprises upto 
95% and private ventures from 85 to 9J% • As re~a.rds the direct subsidies the 
supplementary loans without interest introduced during the war are still pa.ya.ble. 
The most important types of subsidies are those made on dwellings let to families 
with 2 or more children. They are paid as discounts on the annual operating 
expenses of the dwellings. A capital subsidy at a. certain fixed amount is paid 
on small h:mses with a. maximum area. of 120 sq. metres. It equR.ls 15 to 20% of 
the total cost of the usual type of dwellings. Special Government grants may be 
made fot• a limited number of flats built and administeud by municipalities or 
public utility associations for the benefit of poor clase families. Finally another 
fo-.:om of subsidy is given on dwellings for old people with old-age pensions. 

Norway. The problem of fina.ncing house·building a.nd of administering 
public subsidies was solved by the establisnment of the Housing Bank of the 
Norwegian State on March 1, 1946. The State bears administration exvence3 and 
two-thirds of possible losses ; the rest is borne by the local authorities. The Bank 
grants loans npto very high limits in special cases upto 95% of estimated value. For 
co-operative houses or houses built by local bodies, tl:e limit is generally 90% and 
85%· , As a rule, loans (and subsidies) are only granted for one-family bouse of 
50 to 150 sq. metres gross floor &rea an.i flats of 50 to 130 sq. metres. The rate of 
interest has been stablished between 2l and 3%. lt is computed tpat mQre th!ljn 
half the ho-qses lljre fin~nceq by Housing Ba.nk loans. · 
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Denmark. The principle behind the new Danish State Loan Legisla.tion upta 
the war has been to grant loons, after the normal primary loan has been raised upto 
a high loan limit, and at an interest almost corresponding to the interest at whioh 
the Government itself raised loans. Thus Government took the place of a. guarantor 
between the building concern and the loan ma.rket. The great rise in prices oa.used 
by the war, however, maile au actua.t subsidy arra.ngement necessary and this was 
effected by granting Government loans at a lower interest than the interest which the 
Government has to pay on its own loons, while at the same time the redemption 
of the Government loan is suspended for a. period upto 20 years. In addition all 
new buildings whether intended for residence or business have been exempt from 
taxes. 

United States of America. (1) The Housing Act of .19 i9 provides for 
(a) Federal loans and grants to •assist in clearing slums and 
(b) Federal loans and annual contributions towards construction of 
low rent public housin~ by loc~l public'·authorities. 

(2) Funds to the extent of 1,000 million dollars for loons and 50:> million 
dolla.rs for grants to such local authoritie3 have been allotted for 
expenditure over a. period of five years. Federal capital grants 
which are intended to meet the losses involved on the slum clearance 
operations are subject to a. maximum of 2/3rds of the total losses 
in any area. ; the balance has to be m!!.de up the local authorities 
concerned. 

(3) The number of low rent public housing units which was fixed at 
168,000 by the Housing Act of 1937 has been raised to 810,000 by 
the Act of 1949-construction to be completed in a. period of six 
years at the rate of 135,000 units per yeu. 

(4) Loans have been authorised for· a period not exceeding 40 years. 
(5) Similarly annual contributions have been authorized for the same 

period representing the difference between economic rents and what 
the individu!l.l concerned is required to pay on the basis of his 
capacity. 

Canada : (a) Financial aid is given through mortg&ge institutions, 
(b) private building is subject to H% mortgage, the Goverment 

share being 25% at 3% interest. · 
'110. Recommendations. We are satisfied that the existing resources of the 

Improvemant Trusts are not adequate for carrying out their objectives. We are 
of opinion that it is the resp:msibility of the Government to make these bodies 
financially sell-sufficient so that they may be able to dischargs their obligations. 
We therefore l'ec'lmmend that Impro"ement Trusts a.nd Development Boards should 
have the following sources of revenues :-

(1) annual contribution of 2% of the annua.l rateable value from municipal 
funds; · 

• (2) share of the pr<;>ceeds or the entertainment tax ; 
(3) share of the proceods of the terminal ta.x on passengers corain~ by 

rail, road or inland waterways, 
(4) b3tterment tax. 
(5) Go ernment gra.nh. 

In raJard to item (2) above, the Madras CJrpnra.tion a.t present gets pra.cti· 
cally th<l whole of the entert&inments ta.x. Simila.rly in rega.rd to item (3} the 
Oalcqtta. Improvement Trust ~eta the entire income of the t~rmilla.l t~x; on 
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passengers coming by rail to Calcutta. We do not suggest that either of these 
a.rrangementfil should be disturbed by the recommendations made above. 

711. We understand that Calcutta, Nagpur and some other Trusts are 
permUted to levy a surch9,rga on stamp duty on t.ransfer of immovable property. 
Where this is actually being done, we have no desire to propose a change. Bu~ 

· we are not in favour of fresh additions to this list. 

712. The following table shows the rate of interest which the Improvement 
Ttruah/Denlopment Boa.rda have had to pay on their borrowin:s :- -

Amount of out· Ra.te of interest rema.r.ks. 

Calcutta 

Madru 

Delhi 
Na.gpur 

Luck now 
Allahaba.a 

Kanpur 

sta.ndini: loan 

Rs.la.kba. 
270.50 

No heavy loan taken 
yet. 

(percent.) 

va.rying from 6% in 
1922 to 3% in 
1936-37-38 

3i% 

45.4:2 3i to 4l 
82.64 3l (average rate) 

2.93 l to 7 

20.69 3 
(some loans are interest free) 

100.00 
(some loans are interest free) 

All debenture loans 
raised in the open 
market. 

Borrowed 
Govarnment. 

from 

••••••.•• do .••••••••••• 

••••••.•• do .••••••••.•• 
......... do .......... .. 

•..•.•••. do .••••••••••• 

••••••.•• do •••••••••••• 

. It will be seen that the Calcutta Improvement Trust has been able to raise 
loans more cheaply in the open market than others \Vhich have had to borrow 
from Government. The Chairman of the Calcutta Improvement Trust is of the 
'View that Trusts should have freedom to raise loans in the open market. There 
is a. fairly large volume of evidence before us which supports this view. We have 
dealt with the question of loans in another chapter. It will be sufficient for us to 
say here that on the whole it is better for Improvement Trusts/Development 
Boards to borrow from Government. At the ~ame time we would recommend that the 
rate of interest should be kept as low as possible in n0 case more than 1/4 per cent. 
above the rate at which Government have borrowed themselves. 

713 .. As. regards the question of acquisition of lands for purposes of slum 
clearance, we find that under the present law the owners of slum properties 
receive a. heavy premium in the shape of rack rents for having allowed slum 
conditions. \Ve would recommend the adoption of the provisions of the En"lish 

-Housing Act which require &lums to ba cleared at the cost of the owners. "'we 
therefore suggest that the law should be so amended that compensation for acquisi· 
tion of propertie& for purposes of slum cleari:l.nce should be limited to the market 
value of land without any payment being made fur the· structure and without 
adding the 15 per eent. solatium on account of compulsory acquisition under the 
Land Acquisition Act. -

714. ·we receival evidence at some places that it would conduce to economy 
if the Improvement. Trusts were merged with the municipalities in the area. 
concerned. We have also receive] evidence that Improvement Trusts should be 
retained as separate bodies, As we are required to frame our recommendations on 
the basis of the existing structure of local bodies, W@ wish to express no opinion o~ 
~P.~ me~i~s o~ this q.uestioq, · · 
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FI~ANCES OF VILLAGE PANCHAYATS 
'115. Resolution of May 1918. The one feature of India's · social fa.bric, 

which has impressed all observers throughout the ages, is the institution of village 
panchayats and its survival through all vicissitudes. In paragraph 70, we have 
referred to the importance attached to the institution of village panchayats by the 
Govel"nment of India "as associations designed to develop village corporate life 
on the basis of intimacy e:dsting between the inhabitants, who had not only com· 
mon civic interests, but were also kept together by ties of tradition and blood." 
In the succeeding paragraph, it has further been shown tha.t with the coming into 
force of the Government of India Act 1919 and local self·g.;vernment becoming a 
transferred subject the implementation of the policy and principles formul~ted 
in the resolution of May 1918, devolved on elected Ministers. In consequence of 
this transfer control, the statute book of every province was enriched by the addition 
of separate legislation on village panchay&ts. The ye&rs 1946 onwards witnessed 
further large·scale legislative activity in this field as most of the states remodelled 
their village panchayat Acts so as to confer wider powers and enlarged functions 
on these bodies in order. to render them active units of local self-gover;pment. 

· The country-~ide recognition of village pancha.ya.ts as the foundation of local 
seiC·government found expression in the Constitution of the country, wherein 
fostering· of village panchayats is included as a. "Directive Principle of State Policy". 
Article 40 of the Constitution of India provides that "the State shall· take steps to 
organise village panchayats and endow them with such powers and authority a.s 

. may be necessary to enable them to ru-bction as units of self-government." 
716. Constitution, The administration of these basic. units of local sell· 

government is regulated by separate enactments in each State as under : 
(1) Madras. The Village Pancha.yats Act of 1950 (Madras Ac~ No. X 1950) 

removed Village Panchayats from the operation of the Madras Lccal Boards Act 
of 1920. The new Act exclusively governs the administration of the village 
pancbayats. Simila.rly, the Madras Village Courts Act, 1818, has been amended · 
and now incorporates the provisions regarding the judicial powers of these bodies 
embodied in the Village Panchayats Act of 1950. ·This change brings the Madras 
panchayats in line with the distinctive legal position they occupy in other States. 
The new Act divides panchayats into two classes-Class I, those with a. estimated 
population of 5,000 and over, and having an estimated annual income of not less 
th~~on Rs. 10,000/-; Class II, panchayats· other than those in class I, with a mini· 
mum populatton of 500 persons. Class I pa.nchayats may be 'notified' by Govern· 
ment for the· appointment of whole-time executive officers with statutory powers 
enumerated in the Act. In other panchayats, not so notified, the President who 
is elected under the new Act-not by the members but by the voters (Section 21) 
exercises these executive powers. The Government grant out of a. fund constituted 
by a. 12!% contribution from la.nd revenue is payable only to the Panchaya.ts ·of 
class II. (Section 71). . - · 

(2) Bombay. The Bomba.y Village Pa.ncha.ya.ts Act, 1933 (Bombay Act. 
No. VI of 1933) as amended from time to time governs village pa.nchayats in the 
State of Bombay. 

(3) West Bengal. The Benga.l Village Sell-Government Act, 1919 (Bengal 
Act No. V of 1919) aims at the development of self-government· in rural areas. 
Union Boards are established under this Act for 'Unions' constituted by Govern· 
ment for such local areaa or parts thereof as ma.y be found expedient. 
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(') Uttar Pradesh.- Village pa.nchayats in Uttar Pradesh are governed by 
the U. P. Panchayat Raj Act, 1947 (U. P. Act No. XXVI of 1947). Under this 
Act all adult residents of a village ~re incorporated under the name of a Gaon 
Sabha, and the Gaon Pll.nchayat is the executive Committee of the Sabha. 35,000 
village panchayats for 1,10,000 villages in the State have been e!'ltablished under 
this Act. 

(5) Punjab. The Act governing the village panchayats in this State is the 
Punjab Panchayat Act, 1939 (Panjab Act No. XI of 1939). It is understood that 
the existing enactment is proposed to be replaced by fresh legislation as represent
ed by Punjab Bill No. II of 1950. 

(6) Bihar. The Village par cbayats in this State are governed by the 
Bihar Pa.ncba.yat Raj Act, 1947 (Bihar Act VII of 194-3). The pancbayat under 
this Act is a body corporate consisting of all aduU residents of the area for which 
a Gram Panchayat i~ esta.blished. The village pa.nchayat is the policy-laying and 
budget·makirig body, whereas the executive functions are performed by an execu· 
.tive committee of which the head is known as the Mukhiya. who is directly elected. 
The Mukhiya. appoints the members of the executive committee from among the 
memberd of the Gram Pancha.yat. 

(7) Orissa. Tbe village pancbayats of Orissa are governed by tbe Orissa. 
Gram Panchayats Act, 1948 (Orissa Act. XV of 19!8). The general b:Jdy con· 
sisting of all adult residents of a local area i:3 incorp'1rated and called the Sabha 
and the Gram Panchaya.t is the executive committee of the sabha.. The village 
pane hayats are placed under the control of the Register of Co-operative Societies. 

(8) Madhya Pradesh. The Gram Panchay'l.ts of Madhya. Pradeeh are 
governed by the Central Provinces and Berar Pa.nchayats Act 1946 (Act 1 of 1947). 

(9) Assam. The panchaya.ts of Assam are governed by the Assam Rural 
Panchayat Act, 1948 (Assam Act XXVII of 1948), which repeals the Assam Local 
Self-Government Act 1915. 

717. Functions. Like the district boards and municipalities, the functions 
of village pancbayats are also distinguishable into 'obligatory' and 'discretionary' 
categories. The allocation not being uniform in all States an attempt has been 
made to show against each function the name of the state in 'vhich it is exercised:-

(1) Obligatory Functions. 
1. Supply of water for domestic 

use. 
2. Cleansing of public roa.d:3t 

dr~ins, bunds, tanks, wells 
(other than tanks and wells 
used for irriga.tion) and other 
public places or works. 

3. Construction, maintenance 
and repair of public roads, 
drains and bunds and brid· 
ges. 

4. Sanitation, a.nd conservancy, 
prevention and abatement 
of nuisance. 

6. Preservation and improve
ment of the public health. 

Bombay, U. P., Punjab, Bihar, Orissa. 
and Madhya Pradesh. 
Madras, Bombay, U. P. & Orissa. 

Madhya Pradesh, Bombay, Madras, 
Bihar, Orissa., Assam, West Bengal 
ar:d Punjab. 

Bombay, Madras, Madhya. Pradesh, 
Bihar, Orissa., West Bengal and Punjab. 

Madras, Bombay and West Bengal. 
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6. Ma.intenance and regulation 
of the use of public build
ings, grazing lands and for
est landq and tanks and wells 
under control of pancbayats. 

7. Lighting. 

8. Control of fairs, bazars, slau
ghter houses and cart stands. 

9. Provision, maintenance and 
regulation of burning and 
burial grounds. 

10. Supervision and maintenance 
of village schools. 

11. Managament and maintenance 
of cattle pounds. 

12. 

13. 

Siuking and repairing of wells, 
excavatiun, repairs aud main
tenance of ponds and tanks, 
construction of water works 
for bathing, washing and 
drinking purposes. 
Medical relief and first aid. .·• 

14. Registration 'of births and 
deaths. 

Bombay, U.P., •. Bihar, Orissa and 
Madhya Pradesh. 

Madras, Bombay, \Vest Bengal, U. P. 
and Orissa. 
Bombay, U.P., Punjab and Orissa. 

Madras, Bombay, U.P., Punjab, Orissa 
and Assam. (In case of Assam the 
function is exercisable under the or· 
ders of the district board.} 
Bombay·, U. P., Orissa and Assam (In 
Bombay the funds are provided by the 
district board). 
Bombay and Punjab only. 

U. P. and Punjab.-

U. P., Bihar, Orissa., Madhya. Pradesh . 
and Assam. 
U. P., Orissa and Madhya Pradesh. 
(In Madhya. Pra.desh including marri
ages.) 

(2) Discretionary Functions. · Am1ng the discretionary functions may be 
mentioned the construction and maintenance of public latrines, markets and 
slaughter houses; laying out playing grounds a.nd public gardeqs; planting trees; 
establishment of village libraries and reading rooms, relief of the destitute 
and the sick; control of fairs; opening a.nd maintaining public landing places, 
cart stands and cattle sheds; registration of births and deaths, opeuing a.nd 
mainta.ining elemJutary schools and dispensaries, including maternity and child 
welfare centres; regulating or abating of offensive and dangerous trades and 
practices; opsning and reguhting burning gh!l.ts and burial grounds; lighting of 
village streets. 

718. Finances, For· discharging these functions the pancha.yats in each 
State have been given financial resources as under. 

719. M:idras. (a) · .Computsory taxes. There a.re four taxes which are 
compulsory for every panchayat. viz. the house tax, the vehicles tax, the profession 
tax and a. duty on transfer of property. 

(1) The House tax :~Every paucha.yat has to levy this tax which is pay
able half yearly. The minimum a.nd maximum rates of the tax a.re prescribed. 
The ba.sis of the tax is the annual value or the ca.pital value of 'such other basis 
as ma.y be prescribed'. It is important to note that 'huts' as distinguished from 
other 'houses' a.re exempt from the operation of this compulsory levy. The defi
uition of a 'hut' is any building \Vhich is constructed ma.inly of wood, mud, leaves 
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grass or thatch and. includes any temporary structure of whatever size or any 
small building uf whatever material made, which the pancha.ya.t may declare to be 
a. hut for the purpose of the Act. (Section 2 (10). 

Rules prescirbed by Government may provide 'for exemptions of different 
classes of properties from payment of the house tax, one of such exemption being 
on the ground of poverty, [Section 64 (4) (iv)]. 

(2) The Profession Tax :-The levy of this· tax is compulsory on (i) indi
viduals exercising any profession or holding any appointment and (ii) companies 
tramacting business in the village. Even those transacting business. outside the 
village but residing in the village Cor 6D days in six months have got to p:~.y tbis 
tax. The minimum and the maximum rates for the levy are provided by rules. 

(3) Vehicles Tax :-This is leviable on all vehicles kept or used in the 
village, except motor vehicles. Maximum and minimum rates are prescribed by 
Government. 

(4) Duty on transfer of immovable property.-This is levied at a n.ta not 
exceeding 5% of the amount involved in the transfer of property within a village. 
All kinds of transfers of immovable prop9rty ha.va been included in the taxable 
list given under section 67, e,g, sa.la, exchs.ng:1, gifb, mortgage, lease, etc. 
This is in the nature of surcha.rga on a State tax viz, the stamp duty. This tax is 
collected by the Registration Department and Ia.ter pa.id by the c Jllector of the 
district to the panchayats after deducting collectio:J charges incurred by Gavern
mant. 

(b)' Optional taxes and fees. In addition to the taxes compul· 
sorily leviable, the panchaya.t may levy with Government sanction, the following 
three imposts :-

(1) Land Cess, Leviable at the rata of 3 pies in a rupee of the annual 
rental value of "Occupied lands in the Village" (execpt those occu· 
pied dy buildings) i 

(2) Tax on agricultural land : The levy is permissibTe for a. speci
fic purpose. e,g, for construction of big works such as bridges, etc; 

(3) Fees on commercial crops bought and sold in the village, 
(Except crops covered by fees levied under the Madras C.:Jmmecrcial 
Crops Market Act, 1933). 

· Other Fees. A large variety of fees may be levied by the panchayabs e,g, 
for (1) temporary_: occupation of villa.gs sites, roads and other public places (2) 
markets (3) cart-stands (4) dangerous and offensive trdes (5) licensing of bro
kers and commission agents (6) landing and halting pla.cea (7) slaughter houses (8) 
permits for different works or acts etc. 

· (c) Grants and assignments of state revenues. Over a.nd above the taxes 
and fees mentioned above. there are other items. The foremost among them are 
assignmente of specified revenue or grants and transfer of proceeds under certain 
heads such as :-

(1} Land Cess, The Village Panchayats are entitled to.receive 1/4th 
of the Land Cess received by the District Boards under section 
78 of the Madras Local Boards Act, 1920 i 

(2) Land Revenue of 12~% : Government sets apart not Iessn tha. 
12.!% of the total Land Revenue (including water cess) collected in the 
State and distributes the sum to cla.ss II Village Pa.nchaya.ts as 
grants on the basis of their population i 
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{3) Pilgrim Tas : Preceeds of Pilgrim Tax levied under the Madras 
Local Boards Act, 1920, for village festivals which are not cla.ssi· 
fied as District Festivals are received by panchayats ; 

(4) Proceeds of Taxes and Tolls levied in the Village nuder sections 
117 and 118 of the Madras Public Health Act,l939: 

{5) Net assessments on service inams, resumed by the Government ; 
{6) Judicial Fmes: Fines imp3sed in the village for offenoes 

under the Village Pancha.yats Act are fir at credited to' the Govern· 
ment treasury and 9 I lOths of the proceeds assigned to_ village 
pancha.ya.ts ; • 

Contributions from District Boards: There are three heads under which 
contributions are recoverable from the District Boards:-

{1) In respect of markets in the village which are classified as District 
M4rkets; · 

.. (2) In respect of ferries maUAged by District& Boards ; 

(3) Contribution, if any, in respect of opening and running elemen
tary schools. 

In eAch case, Governmen' tixeiil the sca.~or r.mount of contribution payable 
by district boards. ,/ 

720. Bo:nbay. The compulsory taxes io this State are two. viz., the- tax 
0::1 houses and land, not liable to agricultural assessment and any one of the follow
ing optional taxes, namely, pilgrim tax, tax on fairs and festivals, entertainments 
tax, tax on marriages, adoptions and fees octroi, tax on shops and hotels, etc. The 
levy of some of these is subject to the following limits :-

Name of taxes. 

1 

1. Tax on houses 
·and hnds. 

2. Pilgrim 

. 
3. Tax on fa.irs and 

festivals. 

.· 
Minimum aud/or maximum rate autho· 

rised by the State Gov.:~rnment. 

For tax based on • 

2 

(i) capital valuation 
of the buildings and lands 

{ii) Jetting value of 
the buildings 
and lands. 

6 anu1s for every 
pilgrim (maximum) 

Maximum rate . 

8 annas per 
Rs. 100/- of 
the capital 
valuation. 
15% the 
annual letting 
value. 

{1) For shop, booth {Maximum) 
or sta.ll :-
4 anna.s upto 9 sq. ft. plus 6 pies Cor 
every additional 9 sq. ft. or Jess per · 
da.y. 

(2) For cinema, circus or other 
amusements-
Rs. 50/· per a.cre per d"y (Ma~mum) 
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1 2 

4. . Tax on sales (1) For tax b!l.sed on the size· of the plot occu
pies. 

5. Octroi 

4 annas fer 9 sq. ft. plus 6 pies for every 
additieoal 9 sq. ft. or less per day. 

(2) For tax based quantity of goods exposed 
for sale. 

vegeta. ble grain. other a.rticles. 
Rs. as. ps. . Rs. as .ps. Rs. as. ps. 

Basket 0 - 0 - 6 
Head Load ... 

Gunny Bags 0 -1 - 0 
Cart 0 -4 - 0 

0-0-6 
0-2·0 
0-4·0 

0·0-6 
0-2-0 
0-4-0 

(a} Building Materials Rs. 2·0-0 per 1000 
Bricks, corrugated , 0-12-0 ,, , 
Iron sheets, Ma.ngau-,, 3·2-0 , value 
lore Tiles, stoneil of 100 
&o. 

Cement or anything made 
of cement. Rs. 3-2·0 
Sand for building. ,, 3-2-0 
Lime ,, 3-2.0 

Iron and steel 
material for buil-
ding ,, 3-2-0 

-do-
-do-
-do-

-do-
Besides these taxes, the State Government gives a. grant to every pa.nohaya.t 

equivalent to 15% of the ordinary land revenue or 25% of the local fund cess, 
realised in the previous year within the limits of the village whichever is greater. 
In addition to the above, section 33 (2) provides that "the porvincial Govern
ment shall pay three-fourths of the salary and allowances of the Secretary." There a.re 
also non-statutory grants paid by Government, namely, 50% towards dearness 
allowance of the staff and towards public health schemes like drainage and water 
supply (60% grant) etc. Other sources of re,enue include proceeds of all dust, dirt, 
dung or refuse including the dead bodies of animals, judicial~and fines, com· 
pensation amounts, contributions by district boards, etc!c?"" 

721 West Bengal. The only tax compulsorily leviable in this State is 
_ the Union rate. This rate is an assessment imposed yearly on persons who are 

owners or cccupiers of buildings according to their circumstances and property 
within the Union. 

Sectbn 54 of the Bengal Village Self-Government Act, 1919, makes a. special 
provision for the imposition and collection of a supplementary assessment. This 
assessment is imposed when the amount collected from U uion rate is found by 
the District Magistrate to be insufficient to meet the liabilities of the Unicn. 

Besides the Union ra.te the following further item11 constitute the Uuion 
fund:_ 

(1} All sums realised as fines, fees or costs reo')vered under the Act, and 
donations or contributions from private persons; 

(2) Rents or other income lrom works constructed by and vest~1 in thE} 
~ion boards (Section 19); · . 
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(3) License fees at prescribed rates for carrying on any taade or business 
declared by the State Government to be offensive or dangerous 
{Section 34); 

(4) Grants-in-aid from the district fund. The District Board may raake 
such grant-in·aid_as it thinks fit, to enable the Union Boa.rd to carry 
out any of the purposes of the Act on such conditions as the District 
Board r11ay consider desirable, and shall do so if the Union Board 
imposes any rate under section 37 (b) i.e., for development work. 

722. Uttar Pradesh. There are no compulsory taxes.in panchayats in this 
State. But the permissible taxes include the following :-

(a) A tax not exceedidg one anna i~ a. rupee of the rent payable under the 
U. P. 'l'enancy Act, 1939 payable by persons severally or jointly in 
cultivatory possession or in respect of sayer income therefrom. In 
case the land is cultivated by the sub·tena.nt the amount is payable 
between the sub-tenant and superior holder in the proportion 3 : 1. 

(b) A tax not exceeding six pies in the rupe~· on rent received by any 
·prorietor on account of land as defined in the U. P. Tenancy Act 1939, 
payable by persons in proprietary or under-proprietary possession 
as provided in section 32 of the U. P. Land Revenue Act, 1901. 

(c) A tax not exceeding one anna in the rupee on the assumed rental 
value of 'Sir' and 'Khundkasht' in accordance with the Land Revenue 
Act, 1901-paya.ble by persons in proprietary or sub·proprietory 
possession of- 'Sir' land as provided in the U. P. Land Revenue 
Act,1901. · 

The above taxes are to be imposed, if at all. together and not . singly a.nd 
in the same ratio as the maximum rat~s prescribed therein bear to one a.nother. 

{d) A tax on trades, callings and professions not exceeding such rates as 
may be prescribed. 

In addition to the above, grain, cloth and sugar merchants, refiners and 
persons carrying on any other trade ma.y, if the panchayat so resolves, be required 
to' pay a tax on the annual income of their trade. The rates. are subject to lixDits 
prescribed by the State Government. 

(e) A tax on buildings owned by persons who do not pay any of the 
taxes aforesaid under (a) to (d) not exceeding such rate as may be 
prescribed. Rules framed under' the -Act provide that the rate of 
tax on houses and buildings shall not exceed 5% of the annual 
rental value. Persons who from poverty are unable to pay a tax 
are exempt. No assessment is to be imposed on any house or land 
belonging to the Government or the district board which is not 
used for residential purposes, but the Government or the District 
Board, shaU, if the District Magistrate so directs in any case be 
liable to pay the panchaya.t in lieu of assessment, such sum as he 
may from time to time determine to be fair and reasonable. Where, 
however, as assessment is imposed on a house, building or land 
belonging to Government or disbrict board, which is used for 
residential purposes, it shall be payable by the owner or occupier 
as the Government or district board may decide •• 

In addition to the above, proceeds from the foUowinEJ items are credited to _ 
the Gaon Fund ·-

(1) Court fe~s and fines! 
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(2) Sums paid by way of composition when a. Gaon pa.nchayat compounds 
an offence on panchayat of a cash payment. -

(3) All sums received from district or other aut hot ity. 
(4) All sums handed over or assigned by the State Glvernment. 

(o). Such p'Jrtion of the rent or other proceeds of the Na.zul property 
as the State government may direct to be placed on the credit of 
the Gaon Fund. 

(6) Sums received by pa.nchayat from any individual, Corporation or 
State Government as collection charges of rents due to these 
parties from persons liable to pay the rent to them when the 
panchaya.t contracts to collect such rant. (Section 2.4.) 

(7) The sale proceeds of all dust, dirt, dungs; or refuse including the 
dead bodies of animals collected by the servants of the Gaon 
Pa.ncbayats. 

723. Punjab. Thera is no compulsory tax for village panchayats in this 
State. All taxes are optional. The power of taxation is described generally as the 
lJOwer to levy, with Government sanction, any tax which the State Government 
has power to impose. The village panchayats generally levy the following 
taxes:-

(i) Tax on Hearths. This sJam3 to be very popular and is levied on 
different classes of people the maximum rata per annum baing prescribed for each 
class as under :-

(1) on unskilled people @ Re. 1/- per hearth 
(2) on artisans · @ Rs. 2/· par hearth 
(3) on tenants @ Rs. 3/--per hearth 
(4) "on proprietors of land and shop. _ 

keepers @ Rs. 5/- per hearth 
(ii) Tax on Professions : This is leviable at Rs. 5/· par shop. The 

maximum payable by a taxpayer on whom both the hearth tax: and profession 
tax are levied shall not exceed Rs. 8 I· per annum. 

(iii) Tax on animals. Soma pa.nchayats levy a. tax on animals required for 
transport, commonly mules. The rate for different animals varies from annas 2 to 
Rs. 2/- par annum. 

Sources other than taxati?n and fees : These are mainly non·judicia.l fees 
levied e.g. for copying or inspecting non·judicial records of the panchayats and 
'gra.nts-in-a.id by Government, which fall under the following classes :-

. (1) Government give a ~ra.nt of an amount equal to the sum collected by each 
village pa.noha.yat during the previous year from t:uas and non·judicial fees. This 
is an important source of income for pa.nchaya.ts in this State. 

(2) Grants·in·aid in the form of compensation for the loss of income from 
judicial fees and fines imposed by thG panchayats. The income from these sources 
forms part of State revenue and is creditable into the Government treasury and 
'the panchayat acts as a collecting agency for the State. 

(3) Grants for panchayat libraries Government set apart Rs. 4,000/· 
annually for library grants at the rate of Rs. 5)/· pGt' p;1,::10hayat which contributes 
a.a equal amount from its own funds for this purpose. 

(4) Grants from local and othat bodies are also received sometimes. c~ntri· 
butions and donations from individuals are sometimes reeeiva(l for specific objeQtll 
Qf villa.t;:a benefit e,g., r. school btiliding, a. panohaya.t ghar, ebo.. · · 
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724. There are two compulsory. taxes for village panchayats in thi.s State 

(1) Labour tax-All able·bodied males between the prescribed age
limits have got to render a prescribed number of units of labour 
(one unit of hbQur means four hours of labour). No person can be 
made to render manual labour for more than 12 units of labour 
during any one year .. There is an option provided for paying cash 
in pl~ce of labour on the basis of the rates for wages of labour pre· 
va.iling in the village as determined by the Mukhiya.. 

(2) Tax on owners of immovable property :-This tax is payabl8 in 
cash at the prescribed rates. _ ·~ ., 

Optional taxes. There are several optio~al imposts in the form of 
taxes, rates, licence and other fees, tolls. etc. as under :-
(1) A licence fee on . persons practising' as professional buyers 

brokers, commission agents, weighers or measurers. • ' 
(2) Profession tax on persons exercising any calling {other than. 

agriculture), profession or trade. . . · .. 

(3) Tax on vehicles, pack animals and porters bringing foods for sale 
into the village. 

(4) Market fees on goods exposed for sale in markets or plaees 
belonging to or controlled by panchayats. 

(5) Registration fees on animals sold in the village. 
(6) Fees for use of sa.rais, dharmshalas, rest-houses and camping 

grounds vested in t~e pancha-yats. 
(7) (a) Water rat·e ·· 1 

(b) Latrine tax r If village• pancha.yat renders these 
(c) Lighting rate J services. 
(d) Drainage fee 

(8) Pilgrim Tax at plac3.:i of w Jrship within th3 villag3. 

(9) Any other tax, toll, fee or.ra.te_ a.pproved by Gove.rnment. 

In a.ddition to the a.bJve the Ex:cecutive Committee a.uthorised to levy an 
emergency tax on the occurrence of a.n emergency. 

(10) A further source of revenue is income from public properties in 
the village pa.nchaya.t area which vest in the panchayat, pro• 
ceeds of markets and fairs managed by the Ex:ecutive Commit· 
tee, etc. · 

(11) Collection charges for collecting State taxes a.ud dues on beha.lf of 
Government. · · · 

725. Orissa. Ooly one tax i:'! compulsory ·Cor village panchaya.ts in this 
State viz. a. tax upon the owners of immovable property a.nd occupiers of any buUd· 
ing within its area, according to the circnmsta.nces a.nd property of such owner 
a.nd occupier. The panchayats a.re a.uthorised to exempt partially or wholly any 
owner or occupier if in the opinion of the Gram P~~onchayat he is too pqor to pay: ·· 

There are in addition, the following imposts which a. pa.nchaya.t- ma.y levy, 
the maximum and minimum rates being prescribed by government. 

(1) License fee on brokers, commissbn ag9nts, weighmen and measurer, 
practising their callings within the local a.rea. of the paneh&ya.ts, 

291 



CHAPTER XXII 

(2) Tolls on vehicles, pack animals and porters bringing goods for sale 
into the local area. 

(3) Rents from dealers occupying groun~ or structures belonging to 
panchayats. 

(4) Fees on registration of animals sold within the local area. 

(5) Fees for right to expose goods for sale in any market or for use of any 
structure therein. 

(6) Fees from slaughter bouse maintained by panchayats. 
(7) Latrine and conservancy tax, water rate, lighting and drainage tax if 

these services are rendered by panchayats. 
(8) Fees for use of sarais, dbaramsalas, rest-shades and slaughter· 

houses. 
(9) Fees on vehicles kept in the village. 

(10) Any other tax, toll, fee or rate approved by Government. 
The Registrar of Cooperatiye Societies is empowered to require the panchayat 

to increase its income by the levy or increa;;e of any tax, tol1, fee or rate. 
Compulsory Labour._ A gram panchayat ma·y direct that an able·bodied 

person between the ages·of 18 and 50 residing in the area f'ball render either by 
himself or by a proxy free manual labour to it,· for a fixed number of days not 
exceeding 4 days a year or 2 da.ys at a. stretch. BesiJes the proceeds of the above 
imposts the following items also form the 'Gram Fund' :-

(1) Judicial fines, fees, penalties, etc. 
(2) Sale proceeds of dust, dirt, dung, or refuse including the dead bodies 

if animals collected by the panchayat servants. 
(3) Rent or other proceeds of Government property as Government may 

direct to be placed t~ the credit of the Gram Fund. 

(4) Contributions from district board or any other local authority. 
(5) Sums assigned by Government. 
(6) One·third of the local cess, and additional cess levied under the Bihar 

and Orissa. Local Self·Government Act, 1885, the Madras Local Boards 
Act, 1920 and the Sambalpur Local Self-Government Act, 1939 as 
shall be assigned in the prescribed manner. 

It may be added that all public property in the village vests in the pancbayat. 
Whatever income is received from such property including that from markets 
'fond fairs upon public land, is placad to the credit of the Gram Fund. 

726. Madhya Pradesh. The following three taxes or fees -are compulsorily 
leviable by panchayats in this State. 

(1) Tax on buildings an<\ non-agricultual land. This tax is levied on 
all buildings and non-agricultural lands and is payable by the occupier and where 
there is no occupier by the owner at such rate aud by such method of a.sse3s• 
ment as may be prescribed subject to a prescribed minimum value below which 
a.n assessment is not levied. 

(2) Licence fees. Every person practising the calling of buyer, brokor, 
commi&sion agent, weigher or measurer is required to take out a licence on pay· 
ment of a. prescribed fe'd. 

(3) Profession tax. This it the third compulsory tax which a panchayat 
has to impose at such rates as may be prescribed, on persons practising 
any profession, trade or calling within the pauchayat area. 
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In addition to the above mentioned compulsory imposts the following optional 
taxes tolls, fees or rates may be levied by the panchayats. 

(1) Tolls on vehicles, pack animals and porters bringing goods for sale 
into the pancha-yat area. 1 

(2) Fees for exposing goods for sale or for registeration of animals sold 
in a market or pla~e owned by or under control of village panchayat 
or for use of any structure therein. 

(3) Fees for use of sarais, dhal'amshalas, rest.houses, slaughter houses 
and encamping grounds. 

( 4) Water rate. I 
(5) Latrine cleaning fees. J-1. Where these service~ are pro· 
(6) Lighting rate. vided by panchayats. 
(7) Drainage fees. . 

(S) Tax payable by owners of animals kept. in the area. 

(9} Any other tax, toll, fee or rata approved by the State Govarmant. 

Impressment of Labour. Bssidas th9 taxes and other imposts leviable 
by the panchayats, a gram panchaya.t may call upon persons resident in the area to 
perform such labour as it may specify on works of public utility which in the opinion 
of the panchayat are likely to benefit such persons and which the Gram pancbayat 
has undertaken to construct, maintain or repair as part of its duties. But a. 'person 
required toperform labour may have it performed by another on his behalf or pay for 
its performance at such rates as may be determined by the Gram Panchayat. No 
panchayat shall call upon any person who on account of age, sex, ill-health or 
custom cannot be expected to perform such labour nor any one for more than 15 
days in a yea.r or more than 4 consec5ive days. 

If in the opinion of the Janapada Sa.bha the-income of a. Gram Panchayat 
is or likely to be inadequate for the proper discharge of the compulsory duties 
(Section 3~). or optional duties which it bas undertaken (Section 31) the Janapada 
Sa bha m>1.y require the panchayat to levy or increase any ta.x, toll, fee or ra.te 
specified in section 42 subjsct to the ma.ximum prescribe:}, ' 

Am mg other sourc:1s of inc)me may be m'lntioned the following :-
(1) 

(2) 

A cess at the rata of 6 pies per rupee on la.nd reven11e on agri
cuturalland (Section 40). 

Such p)l'tion of the profits made by the village grana;y if any, a.s 
may be specified by the Gram pa.ncbayat from time to time. 

(3) Income from matters the control of which vests in or bas been 
taken over by Gram panchayat by agreement as provided in 
the Act. · 

(4) Income from all sums payable to Gram Pancbayat under the Act 
or contributed by Government or local body or private persons or 
from other sources as the State Government may, from time to 
time, determine. 

727. Assam. There is no compulsory tax fa~ panchayats in this state. 
Among the permissible taxes are :-

(1) a tax on land revenue not exceading one anna in a rupee payable 
by the recarded 'pattadars' in ·possession of land as cultivators. 
This appears to be -a variety of the local cess levied in other 
States. 
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(2) Tax at a. rate not exceeding one anna per bigba payable by occupiers 
of land. This is leviable in permanently settlei areas. 

(3) A tax on uncultivated. but cultivable lands. 
(4) A tax on buildings at prespribed rates. 

(5) Taxes on marriage, ca.ttle, b)ats, cycles and ca.rts at pre3cribed 
rates. 

{6) Any other rate, tax, cess or licence or other feea with Govern
ment approval. 

(7) ·Labour tax. A pancha.yat. is entitled to levy. e. labour tax· jnvolv
ing the rendering of manual labour by able-bodied male persons between the 
ages of 18 and 40 for a. prescribed number of units of la.bour-(one unit of 
labour is equal to a norm<tl manual labour done in a day) not more than 
36 days in a. year or m >ra than three days ali a stretch. There is a. proviso 
that a person ·assessjl:i tJ lab:>ur tax, m!l.y, instead of rendering munal la hour 
p9.y to the P.!.nchayat Fund an amount equal t:> the WJ.gas of double the unita of 
labour at the rate, prescribed when he is asked tJ dJ the ma.uua.l labour 
(Section 71). 

Other sources of revenue include:

(1) J udical fees and fines. 

(2) Allotment from sub-divisional development Fund (mentioned 
above). 

'(3) Other sums and contributions assigned or received from Govern· 
ment, other authorities or individuals. 

(4) Fees for the use of permits which pancbayats a.re empowered to 
impose under the Act or Rules or Bye-laws framed. 

728 General Observations. From the above review of the financial 
resources of villag3 pa.nchayats, it will be seen that they rely chiefly on two 
sources of income. . 

· (i) incone which they raise themselvea; and, 
(ii) funds placed at their disposal by Government. 

729. In regard to income which they raise themselves, we are of the 
op:nion that every pancha.yat should levy the folbwing tw.> ta.xes o:>mpulsorily:-

(i) House tax or chulla ta.x or circumstances and property tax; 
and 

(ii) General sanitary. cess. 

The rem!Liuing taxes may be ra.ised by pa.nchayats according to their 
needs and local conditions. As regards labour tax, there should be no com· 
pulsion. If a person renders such la.bour willingly, he should be allowed 
to do so. Alternatively he may be permitted to make a. payment in kind in 
lieu thereof. Should he be unable to work or to make a.ny ·payment in kind 
on account of poverty, he should not be_ subjected to any penalty. 

730. As the financial condition of most of the village pa.nchayats is 
fa.r from satisfactory, it will be necessary to give them financial assistance 
·from other sources a.lso. We are in favour of an unconditional allotment to 
the village panchayats of 15% of the land revenue raised in the pa.nchaya.t a.rea.s; 
In addition there should be surcharge on the. transfer of immovable property 
within the ploncha.yat jurisdiction, the proceeds of which should go_ to pa.n
cha.yat funds. 
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731. So far as the financial responsibility of village panchayats for 
elementary education is concern!ld, we consider that they should be dealt with 
on the same lines as we have suggested in the oh11.pter on education !or other 
local bedias, · 

732. In addition to the above, village pa.nchayats should be assisted in the 
following manner· Salaries and allowances of panchayat officers should be borne 
by the· State government at least to the extent of three-fourths, as in Bombay. 
Wherever panchayats are compuls·Jrily' required to maintain chowkidars and 
d~ffadars for watch and ward duties, the State government should bear the cost 
on account of their salaries and allowances. Panchayats should be allowed the 
use of state lands within their jurisdiction. When alienation of land takes. place 
it should be subject to the sanction of the State Government. · Village panchayats, 
wherever possible, should be encouraged to collect land revenue and land cess on 
behalf of the State Government on a commission basis, They should also 
bs encouraged to undertake as many remunerative. enterprises as possible, 
namely, markets, slaughter houses, cart and bus stands and ferries. Some of these 
are at present undertaken by some vitlage panchayats. · They may also be encou· 
raged to take up cooperative farming, dairies and such like a.ctivities under the 
guidance of the State -aovernment, 
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FINANCES OF CITY CORPORATIONS 

733. The City Corporations of Madras, Bombay and Calcutta. present 

certian special features which we propose to deal with here. The recommenda

tions which we have made in other chapters apply generally to all local bodies and 
city corporations will, to that extent benefit by the adoption of our general 

proposals by the governments concerned. We have been unable to go into the 

expenditure side of any city corporation. In general terms we enquired from them 

what scope there was for retrenchment or economy in expenditure. \Ve will take 
into account the l:eplies we have received, but whether there is or is not any 

scope ratrenchment or economy, we are t.nable to say. Our remarks in this 

chapter are confined mostly to suggestions for improving either the existing sources 
of revenue or for making fresh sources available. 

We deal first with the Madras Corporation:

Madras Municipal Corporation 

734. Receipts & Expenditure. A general idea of the finances of the 

Corporation will be obtained from the statement given, below showing the receipts 
and expenditure of the Corporation from the year 1939·40 to 1948·49. 

Receipts in lakhs Expenditure 
in lakhs 

1939·40 70.74 73.65 
1940·41 75.23 75.12 
1941-42 73.87 75.39 
1942·43 79.62 72.01 
1943-44 80.28 82.64 
1944-45 100.77 99.75 
1945-46 119.28 120.52 
1946-47 135.01 141.36 
1947·48 155.78 160.83 
1948·49 176.53 182.44 

It will be seen from the above statement that since 1945-46 the growth 
of revenue has not· kept pace with the growth of expenditure and there is usually 
a small deficit from year to year. The growth of expenditure is largely due to 
the high cost of materials and labour and payment of dearness allowance. Up 
till 1947-48, there was no deficit closing balance, the excess expenditure being 
covered by the small surplus opening balance. At the end of 1948-49, the revenue 
account closed with a deficit of Rs. 4.64 la.khs. 

735. Main heads of revenue. The main sourc33 of income of the Corpora

tion, receipts under each source and the percentage of each item to total incomEJ 
a.re as under ; 
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Sources of income 

Tax Revenues. 
(1) Property Tax 

(a.) General Tax 
(b) Lighting Tax 

(c) Water Ta.x 
(d) Drainage Tax 

(e) Education Tax 
(by way of sur
ch&;rge on pro• . 

Receipts 
in 

1948·49 

57,16,702 
9,12,976 

7,03,701 
9,71,480 

party tax.) . 12,45,729 
(2) Tax on Companies. 
(3) Profession Tax 
(4) Tax on animals and 

carriages. 

(5) Tax on timber. 
(6) Tax on advertise· 

ments. 

(7) Duty on Transfer 
of Property~ 

• 4,01,077 
5,83,393 

2,23,711 

1,85,922 

1,10,943 

9,97,972 
(8) Entertainments Tax .·' 

(Government contri· 
bution). )3,29,373 

Non-Tax-Revenue. 
(9) Compensation for 

loss of toll 
revenue (Govern
ment contribution). 

(10) Ma.rket Fees. 
(11) Slaughter House 

Fees 
(12) Rents from Corpora· 

tion lands & build· 

7,79,339 
2,18,845 

1,67,576 

Percentage of 
tota.l income 
ea.ch souros 
repeessnts 

32.38 
5.17 -
3.99. 
5.50. 

7.06 
2.27 
3.30 

1.27 

1-05 

0.63 

5.65 

7.56 

4.41" 

1.24 

0.95 

ings. 10,44,099 0.91 
(13) Licence Fees. 10,44,099 5.91 
(14) Excess water con· • 

sumption charges. 12,16,722 6.89 
(Based on the final figures for the year 1948·49) 

It will be noticed that the main item of tax revenue of the Corporation is the 
property taJt which yield3 54.1% of the total incJme of the Corporation. The 
rates at which th'3 hJt is levied is dealt in the two chapters on property tax. 
The educ1thn tu which is included under the head 'propedy ta.x' is 
levi~d Qnd~r BE.)ction 3~ of the Elementary Education Act ~nq colleQted a.long 
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CHAPTER XXIn 

with the property tax. The tax is at present levied at the rata of 15% of the 
property tax. The tax on companies and profession tax have been dealt 
with separately in' the chapter of Profession Tax. The tax on companies 
i~ peculiar to Madras and is not to be found in any other State. Item (4) is 
oomman to all municipalities in India. and does not 11eed any special comment. 
The tax on timber is a tax peculiar to the Madras Corporation and is the only 
instance of an octroi duty levied in the State of Ma"iras by any local body. Under 
the Madras City Municipal Act, 19 l9, the tax on timber was leviable at a. ra.t9 
not exceeding Rs. 5/· per ton subject to a. refund of 9/10th of the ta.x on timber 
re-exported to mofussil stations. By the Amendment Act X of 1936, the system 
of refund was done away with and timber in transit w:1.s exempted from the levy, 
but the levy but the maximum rate of the hx remained the same. The present 
rate of tax is Rs. 5/· per ton. 

Tax on advertisements. An income from ta.~ on advertisements is derived 
mostly from posters in cinemas and· tramcars and from advertisements in public 
places within the city.' 

Duty on transfer of property. A surcharge at 5% of the stamp duty on 
transfer of property is levied and collected for the Corporation by the Registra· 
tion Department. · · 

Entertainments Tax. This tax is le~ied and c1Ilected by the State Govorn· 
ment and the Corporation is paid the net proceeds after deducting 10% for 
collection eharges. -

Non-tax re~enue. 
Compensation for loss 'of toll revenue: ·The Corporation receives 

compensation from the Government of Madras, for loss of income from tolls 
·which were abolished when the Motor Vehicles Taxation Act was introduced 
in _ 1931. Prior to 1931, the Corporation was. deriving a. net annual income of 
:Rs. 3,75,000 from tax on motor vehicles from the levy of tolls on all vehicles 
entering the City. Since 1934, a sum of Rs. 3,38,000 is paid as annual contri
bution to the Corporation on this account. · 

Market fees. · The fees on st!l.lls in the various market~_: were increased by 
. 25% to 50% in 194 7-48. , , 

Rents from municipal lands and buildings and model tenements were raised 
by 25% in 1947·48. · · · --

Slaughter houses. The fees on slaughter house3 were increased by 25% in 
1947-48. 

. Licence Fee~. There bas been a. steady increase in the demand under 
liCence fees during the years 1943 to H/49 as shown below : 

Year 
1943-44 
1944·45 

1945-46 
1946-47 
1947-48 

-1948·49 

Demand 
Rs. 2,10,662 
Rs. 3,45,000 

Rs. 3,62,793 
Rs. 4,76.880 
Rs. 9,01,935 
Rs. 9,90,649 

· It will be seen that the income under this bead ha.3 inorea,sed more than foUJi 
times durin~- the l~st six year e. 
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Government Grants. In addition to the- above sources of income, the 
Corporation receives finar:cial assistance from the Government of 'Madras in 
the form of (a) statutory grants for specific objects t.~d (b) non-sta.tutozy grants 
for specific objects: -

(a) Statutory grants for specific ob]ects. The State Government pays a. 
statutory grant for Elementary Education at 8% of the actual collections under 
Property Tax for the year, on the post-payment system. No other statutory grant 
is paid to the Corporation by the State Government. ·" · 

(b) Non-statutory Grants for specific objects :-The State Government pays 
the Corporation the following grants :- -

R~ad Maintenance. 

(1) For the maintenance of Trunk Roads .. 
(2) For the maintenance of bridges over tqe Cooum and the 

Buckingham Canal within the City.· 

\3) For the m!l.intenance of Chepa.uk Roads belonging 
toP. W.D. 

Public Health. 
(4) For the maintenance of infectious diseases hospital. 

Water Supply. 
(5) Half the expenditure on the post-payment system on 

all water supyly ca.iptal works intended to improve the 
water supply of the City. 

(6) Half the expenditure on the post-payment system on 
all underground sewers-capital work intended to im~ 
rove the drainage of ·the City. · -

Per annum 
Rs. 20,{)00 

Rs. 4,220 

Rs. 1,340 

Rs. 2,100 

736. Incidence of taxation income per capita. The incidence of ·income 
from taxation per capita for yea.rs from 1894-95 to 1949-50 is given below :-

Year Incidence of income from 
taxation per capita. 

Rs. As. Ps. 
1894·95 2 2 8 
1901·02 2 1 1 
1907-08 2 11 .. 9 
1911-12 3 _5 9. 
1918·19 4 12 11 
1921-22 6 14 11 
1931-32 6 15 6 
1938-39 8 6 9 
1942-43 6 15 1l 
1946-47 9 1 2 
1947-48 10 15 0 
1948-49 12 7 -~ 
1949-50 13 5 7 

737. Budgets for future years. The Municipal~ Commissioner for the 
Corporation has, at our request, given tentative budgets of revenue and expendi-
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ture for the five yea.rs from 1950-51 to 1954·55, which are given as an annexure 
to this chapter. The total figures for revenue and expenditure for each of those 
years are reproduced below !L 

Years Revenue Expenditure Surplus(+) 
Deficit (-) 

1950·51 2,03,55,980 1,92,94,130 (+) 10,61,850 

1951·52 2,03,55,980 2,01.26,000 (+) 2,29,980 

1952-53 2,03,55,980 2,04,11,000 (-) 55,020 

1953-54 2,03,55,980 2,07,91,000 (-) 4,35,020 
1954-55 2,03,55,980 1,10,81,000 (-) 7,25,010 

It will be seen that the Municipal Commissioner has not taken account of 
the normal growth of revenue, but bas assumed it to be static. On that assum
ption, the revenue and expenditure will during the following three years there will 
be a. small deficit varying from half a lakh to seven lakhs. In the circumstances, 
the financial position of the Madras Corporation cannot be said to give any cause 
for real anxiety for the period ir;t question. This does noh, of course, mean that 
there is no need tJ d.:~vebp exieting s:mrces of revenue or for making fresh sources 
of revenue available for the CorpJration. 

738, Possibilities of developing existing sources of revenne. Property 
Tax: The level of property tax in Madras City if lower than in Calcutta. and 
Bombay. A propJsal to raise the rate of property tax in respect of properties 
with annual valuation of Rs. 5)0 and belvw from 16!% to 1'1!% was not accep
tel by the CJrpJration. Had the CJrporation accepted such a proposal, the in
crease in revenue would have been about Rs. 1.25 la.khs per annum. In view of 
corresponding taxation of similar propertie3 in Calcutta. and Bombay we consider 
that the proposal needs to be revived. 

739. The attached statement shows the growth in the annual valution of 
all buildings and open lands in tha City of Madras from 1930·31 to 1949-50. It 
will be seen from that statement that the annual valuation was about Rs. 
2,16,00,000 in 1930·31 and Rs. 4,79,00,000 or a. little more than double· in 
1949-50. The Municipal CJmmissioner reports that the increase in land values 
has been nearly 8 to 10 tim3S during this period. Corresponding to that the 
growth in the annual va.luatioa seems small. The possibility of increasing the 
~ield of property tax by re-examining the annual valuation is susgasted. 

Statement showing the Annual valuation of all buildings and open lands 
in the City of Madras from 1930-31 and 1949-50. 

Year 

1930-31 
1931-32 
1932-33 
1933·34: 
1934-35 
1935-36 
1936-3'1 
1937-38 
1938-39 

300 

Annual valuation of all 
buildings and open lands in the City. 

Rs. 
2,16,14,208 
2,20,22,843 
2,24,33,893 
2,28,10,270 
2,32,79.214 
2,35,81,004 
2,42,41,959 
2,48,413,426 
2,52,97,629 



1939·40 
1940-41 
1941-42 
1942·43 

1943·44 
1944-45 
1945·46 

1946-47 
1947-48 

1948-49 

1949·50 

:ln:NANCEs oll' ciTY do:RPoRATio:Na 

Rs. 
2,65,86,327 

2,70,18,950 

2,72,24,041 
2,60,48,003 

2, 70,57,956 

2,92,71,554: 

3,09,98,656, 
3,59,64,608 

4,12,93,004 

4,45,00,204 

4,79,08.665 

The Municipal Commissioner points out that the Corporation loses not less 
than Rs. 1 lakh annually owing to the concessional treatment of Central Govern· 
ment and railway properties. We have already dealt with· this matter in sepa
rate chapters and hope that if these recommendations are accepted, the gosition 
will improve. 

Profession . Tax. The Madras Corporation has already revised the schedultt 
of profession tax· so as to bring it into line with the increased limit undet: the 
Constitution. There is bound to be an increase of income on this account. 

Tax on timber. The existing rat; is Rs. 5/- per ton. During the war 
years and recently the price of tim};>er has shot up four to five times the pre· 
war level. The Corporation, there"fore, suggested that the rate of tax should· 
be increased from Rs. 5/· per ton to Rs. 10/- per ton. But the Madras Govern· 
ment observed that the proposed increase was inadequate and called for revised 
proposals. Accordingly, . the Corporation revised the prc•posals, 
recommending levy at Rs. 20/- per ton. But the Government did not 
see their way to adopting them and directed that the proposals should be deferred. 
The Government of Madras was of the opinion that the proposal of the Corpo· 
ration would require legislation from the Centre and tha.t the C:.~rporation might 
rene\V the request for the enhancement of the ra.te after the Constitution · was 
finalised. We recommend that the rate be raised toRs. 20/-. This alone wbuld give 
an additional income of about Rs. 5! lakhs per annum to the Corporation. 

' 

Entertainments Tax. The Corporation is of the opinion that the share of 
the State Government in the entertainments tax should be reduced from 10% 
to 2!% as representing the collection chargaa proper. This would increase the 
income of the Corporation by Rs. 1,13,0JO/-. We have already suggested in 
another chapter that the whole proceeds of entertainments tax minus the actual 
cost of collection should be made available for local bodies. We have, there· 
fore, no fresh recommendation to make. 

740. Compensation under the M)tor Vehicles Taxation Act. The 
Corporation has demande:l that an increase be made in the annual compensation 
from Rs. 7,79,00) to R:~. 20 lakhs. We have a.lre!l.dy suggested in another 
chapter a formula for the revision of this compensation and have no specia.l re· 
commenda.tion to make in this behalf. 
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7 41. Other recommendations. The Corporation should also benefit by 
the recnmm3ndJ.tions we have made with regard to visitors tax on railway and 
bus passengers as also the tax on hotel visitors in the chapter on taxation 
of floating population. · , . 

In addition the Corporation should benefit by the recommendations made 
rerfJ.rding the distribution of expenditure on elementary education and medical 
an°d public health in the relevant chapters. 

The recommendations made aboTe are, in our opinion, sufficient to put 
the financial position of the Corporation on a sound footing. 

BOMBAY MUNICIPAL CORPORATION 
742. Revenue and Expenditure. The figures of revenue and expenditure 

of the Bombay Municipal Corporation for the ten years from 1939-40 to 1948-49 
are given in the statement below:-

-Surplus on ( +) 
Year Revenue Expenditure Deficit (-) 
1939·40 3,46,56,101 3,47,44,038 87,937 
1940-41 3,56,31,765 3,59,18,406 2,86,641 
194:1·42 3,67,66,203 3,59,21,521 + 8,44,682 
1942:43, 3,89,01,941 3,64,65.448 + 24,36,493 
1943·44 4,03,98,533 3,90,96,449 + 13,02,084 
1944·45 4,29,77,616 4,12,95,287 + 16,82,329 
1945·46 4,87,37,452 4,93,13,002 ~ + 5,75,550 

. 1946-47 5,36,81,414 5,11,92,330 + 24,89,084 
1947-48 6,70,05,880* 5,66,12,674@ + 1,03,93,206 
1948·49 7,13,8~,357** 6,88,79,228@@ + 25,07,129 

* Inclusive of Rs. 8,36,638 being the expenditure incurred out of the amount 
transferred from Post War 

** II 

@ 
" 
II 

@@ II 

Reconstruction Fund. 
Rs. 28,88,151 do 

·3,69,003 being the expenditure incurred 
out of the amount transferred from Post War Reconstruc
tion Fund. 
Rs. 4,33,715 

' 
do 

From the above it will be seen tha.t there were surpluses in seven years 
and deficits in three years. During the year 1947·48 and 1948·49 the Corporation 
rereived special grants from Government for balancing the budget of Rs. 30 lakhs 
and Rs. 50 lakhs respectively. But for the grant given in 1948·49 there would 
have been a. deficit instead of a surplus. The growth in the expenditure is 
largely under primary education, conservancy, medical relief and public health 
a.s will be ·clear from the figures given below :-

Expenditure 
(in lakhs of 
rupees) 

, Primary education 
Conservancy 
Medical relief 
Pu blio health 

1939-40 

37 
26 
21 
10 

1948-49 

86 
63 
58 
21 

There has also been collliliderable increase in the expenditure under general 
establishment due to. revision of pay scales and cost of dearness allowance, vidt! 
figures given below : · · · · · 

Establishment 1933·40 1948-49 
104 324 
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Main heads of revenue :-The main sources of income of the Corpora .. 
tion, the receipts under each source and the percentage of each item to total 
income are as under :- . 

1939-40 
Source of Income Amount Percentage 

Rs. 
Ge~eral Tax 1,34,47,825 38.80 

Town Duty 

Water Tax 

Ha.la.lkhore Tax 

Wheel Tax 

Fire Tax 

Licence lees eta. 
(a.) Dangerous and 

13,78,3!0 3.98 

80,70,695 23~28 

36,93,912 10.66 

12,49,008 3.60 

6,12,659 1.'17 

offensive trade. · 2,15,732 

(b) Squatters and 
Hawkers 
licences. 1,62,975 1.45 

(c) Advertisement 
Tax. 

1!arkets revenue 

. 
(a) Grant-in·a.id 

in respect of 
fine for offences 

1,22,687 

11,20,776 3.28 

against the Law. 1,02,418 

(b) Contribution 
towards ex
penditure on 
primary ed·_ 
ucation. 

(c) Contribution 
in lieu of 
Tolls. 

8,97,500 2.96 

25,000 

(d) Shops & Estt. Act. 

(e) Grant-in-aid 

Miscellaneous. 35,56,572 10.27 

1947-48 1946-49 
Amount Percentage Amount P.ercentage 

Rs. Rs. 
2,29,65,301 34.71 2,37,30,441 34.64 

87,75,726 13.26 

1,84,81,288 20.37 

48,54,811 '1.34 

22,64,246 ·.3.42 

. 8,45.384 1'.28 

6,02,240 

3,14,956 1.'10 . 

.• 2,06,809 

25,88,299 3.91 

3,31,158 

9,75,017 6.66 . 

'15,000 

87,937 

30,00,000 

48,51,068 7.33 

62,21,527 9.22 

1,32,53,149 19.34: 

50,63,233 7.39 

25,30,685 3.60 

12,31,631 1.79 

8,60,506 2.21 

4,19,443 2.21 

2,35,092 2.21 

27,72,449 . 4.04 

3,76,616 9.5 

9,83,913 9.5 

Total 3,46,56,101 100% 6,61,69,242 100% 

9.5 

1,79,776 9.6 

50,00.000 9.5 

56.39,745 8.13 

6,84,89,206 100% . 
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CHAPTER XXIIt 

1. In the year 1947 . town duty refund claims amounting over Rs. 15 
la.khs are pending. Hence there appears considerable increase in the 
receipts of town duty. 

2. A grant-in·aid of Rs. 30 la.khs was received from the Government to 
meet the anticipated deficit of the year 194 7-48. 

3. Miscellanous income includes among others the revenue from the following 
sources:-

(a) Interest. 
(b) Rent of buildings and lands. 
(c) Sale proceeds of lands. • 
(d) Receipt from G S.M.C., T H.D.O. 
(e) Tax on dogs. · 
(f) Rebate for collection of Urban Immovable Property. 
(g) ~ale of various rights etc. 

A brief description of the main sources of income is given below :-
(1) The taxes which the Bombay Municipal Corporation can levy are specified 

in sections 139 and 140 of the City of Bombay Municipal Act. They are :-
(i) Property Taxes. 

(a.) General Tax-leviable at a. rate not less 
than 8% and not more than 21% 

(b) Ha.la.lkhore Tax-leviable at not more 
than 3% 

(c) Fire Tax-leviable at a rate not less than 
1/8% and not more than 3/~% 

(d) Water Tax-leviable at such a. rate of the 
rateable value as the Corporation may 
consider reasona.ble for providing water 
supply for the City. 

(ii) Tax on vehicles a.nd animals. 
(iii) Town duties. 

1 
I . 

{_of the .rate~ble f value. 

J 

(2) Apart from these sources, the municipality also derives income from 
charges for water supplied by meter measurement, licence fees, stallage charges, 
etc., from municipal markets and slaughter houses. 

(3} The General Tax is now levied at 14 per cent. of the rateable value. 
From 1936·37 to 1944-45 it was levied at 11 per cent. In !944-55 it was raised . 
to 12 per cent. and the following year to 14 per cent. at which level it continues. 
The limit of General Tax till recently was only 17 per cent. of the rateable value . 
of buildings, ek but in 1948 the Municipal Act was amended raising the 
upper limit to 21 per 'cent, in view of the large borrowing programme of the 
municipality for Capital Works and the consequent need for providing a margin 
of additional taxation which can be drawn upon when necessary. 

(4} Halalkhore Tax h~s all along been levied at 3 per cent. 
(5) Likewise, Water Tax is levied at 3i per cent. 
(6) Fire Tax is now levied at i per cent. but, prior to October 1947; it was 

levied at l per cent. 

(7) Section 169 of the Municipal Act authorises the municipality to charge 
for water supplied to any premises by meter measurement instead of levying 
the \Vater Tax in respect of 'those premises. Accordingly, for water supplied to 

, Mills, Railways, Port Truf!t. Government properties, Turf Club, Bungalows, etc., 
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and genJra.lly where the supply is required for non-domestic-use, chiuges ·are reo· 
overed by meter measurement at different rates prescribed by the Municipality 
from time to time. 

743. Government grants. It 'will be seen from the statement given 
below that, with the exception of non-recurring grants of Rs. 30 Iakhs and 50 
lakhs given in the years 194 7 · 48 and 1948-49 respectively and the annual 
grant of Rs. 10 lakhs for primary education, there are no other substantial gr~ontll 
to the Bombay Corporation from government revenues. 

Government grants-in·aid 
Grant-in-aid for :-
(I) Land Conveyance, Music and Licenses. 
(2) Fines for offences against the Law (Municipal) 
(3) Primary Education. 
(4) Duty-free supply of spirituous medicines to Municipal 

Hospitals and Dispensaries. · · 
(5) In lieu of tolls. . 
(6) Administration of the Shops and Fstablishment Act 

including Registration fees etc. 
Rebate on account of collection charges for the U.I.P. Tax 
Portion of Tobacco Duty for Budget B. 
(Maximum Restricted to Rs. 10 lakhs) 

A.ctual8, 
194~·49. 

6,842 
3,76,616 
9,83,913 

13,170 
25,000* 

1,79,776 
1,94,187 

1,95,790-
Special Grant-in·aid for the 2 years only for balancing the 
Budget. (Rs. 30 & 50 lakhs received respectively in 1947·48 
w~~ · ~~oo 
744. Incidence of taxation per capita. A statement_ showing the per capita. 

incidence of total income tax for the Bombay Corporation. for the years 1884·85 to 
1948·49 is given below:- .• 
Year Incidence of Total 

Income per ca.pita. 

1884-85 • 
1894-95 
1901-0~ 
1907·08 
1911-12 
1918-19 
1921-22 
1931·32 
1938-39 
1942-43 
1946-47 

1947·48 

1948-49 

Rs. As. P. 
5 ·7· 2 
7-15- 3 

10· 0· 1 
10· 1· 9 
12·14- 8 
17·11· 9 
19-10·11 
27· 7- 7 
29·14·11 
26· 1- 9 
36· 0· 6 A) 
20- 4· 0 B) 
44- 1· 6 A) 
26· 3· 9 B) 
47-14· 7 A) 
26· 0- 8 B) 

Note: A-As p9r census 

Incidence of lncome from 
Taxation per ea.pita.; 

Rs. As. P. 
4 ·7- 9 
6·13- 4 
8-10- 3 
8·10· 5 

10-13· 2 
15·14- 2 
16·15· 3 
23- 2· 0 
25- 0· 6 
21· 7- 8 
30· 0- 6 
17- 3- 3 
36- 2- 6 
21- 1- 6 
35- 8- 1 
19: ,. 9 

A)
B) 
A) 
B) 
A) 
B) 

B-As per food rationing fiJlre of popula.tion.) 

It will be sean that the incidence ha.s increased from Ra. '·l/2 in 1884-85 
. to Rs. 35l in 1918·49, or nea.rly eight times. The incidence is ·the highest 
for any local b >dy in India and the increase during the period cannot a.lso be 
said to be small. 

Re~ei veq a f';:te::;r•ti:':he:-c:;. lo=s=-=e-=o7f 7th;:-:e=-=y:-:ca=-=r-. --------------.... ~~ 
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745. Budget for future years. The Municipal Commissioner was asked to 
give tentative budgets for the next five years, but in his reply he says that 
according to his anticipation, the deficit in the Bombay Corporation budgets 
during the next five years will be between rupees one to one and a. half crores, 
every year. Part of this, according to him, is expected to be met by raising 
the limit of the General -Tax from its present rate of 14%, as the law has been 
amended and the General Tax can be levied upto 21':{. He says that a. ma.rgin 
of 3% will have to be left for borrowing money for loan works, and therefore, 
the maximum limits/ to which the property tax ea.n be raised is !So/.. This 
will bring an additiona.l income of about Rs. 70 la.khs. It is, therefore, necessary 
to provide additiona.l resources to the extent of about Rs. 30 to. 80 la.khs per 
a.nnum in order to b!!.l&nce the budget. 

7 46. Possibilities of develping existing sources of pevenue. Propery 
Tax:- The Municipa.l Commissioner ha.s suggested the possibility of raising 
the property tax (general tax) so as to bring an addition income of Rs.70 lalrhs. 
We have separately' suggested that the yield of the urban immovable property 
tax should be reserved specially for local bodies. In the event of the 
B lmbay Governm:mt withdrawing its own tax H is for the CorporatiDn to 
c1nsider whether the State tax cannot be replaced by an equiva.lent muncipal 
tax in which case the entire financial gap will be closed at once. 

74:7. The cJrporation also points out that it suffers a loss of Rs.1,60,000 
pur annum. from the concessional troatment given_ to Central Government and 
railwa.y properties in the matter of municipal taxation. We ha.ve made re· 
commendations in the relevant cha.pters regarding these subjects a.nd ha.ve no 
fresh recommendation to make on this account. 

Only 82 to 85 per cent. of the demand uuder taxes is at present call· 
ectad, which cannot be considered satisfactory. In the Madras Corporation 95 
per cent. of the demand is collected. 

It is suggested that the administrative machinery may be tightened up 
and necessary steps taken to improve collections. 

Town dt.ties. We have suggested in the cl:a}.ter on octroi that State trad· 
ing enterprises shauld pay town dutie3. The C Jrporation represents that by 
the exemptian which such enterprises enjoy under section 194 of Bombay 
Municipal Act, they lose about Rs. 15 lakhs a. ye~r. If our recommendation 
is accepted the Corporation should gain to this extend. 

748. Distribution of expenditure on Education, Medical and Public 
Health. The Corporation has bad a lang-standing dispute with Government 
of B:>mba.y abJut the distribution of expenditure on primary education. 
We recommend the · some formula for the Corporation that we 
hav~ suggested for other bcl.l b1dies. 

Similarly, the Corporation should benefit by the recommendations e 
have made regarding the distributiou of expenditure on medical relief and 
public health. If the Bombay CorpJration is relieved of expenditure oa medical 
colleges, hospitals and dispemaries as proposed by us, it will make a substa.n· 
tia.l sa. ving. . · 

7 49. · Recommendations for fresh sources of revenue. The Corporation 
has suggested the following additional sources of revenue :-

(1) Hotel tax. 
(2) Betting tax. 

(3) Stamp duty on transfer of immovable property, 

~4) Motor vehicles ta.~. 
306 



PINANo:es o:P ern oon~oiu.'!tON8 

(5) Tax on electricity. 
(6) Tobacco tax .. 

As regards (1) we have already recummande · the levy of a hotel tax. We 
have also suggested that the entire net proceeds of electricity tax and entertainments 
tax should be assigned to local bodies. We. are opposod to sharing or aesignment 
of the ta.x transfer of property and of tJbacco duty. In view of the fact that we 
have suggested that the wh·Jla of the e:1tertainments ta.x should be given "to local 
bodies, we do not consider that there is any case for giving the net proceeds of 
any ather source of State revenue. . . 

In addition to the abJve recomrmnda.tions we have alre:~.dy suggested the 
imp:>sition of a. tax on railway and r.:J!I.d p333sng3rs. [f the recommendations 
made ab:>ve are accepted we think that the deficit in the budget of the Bombay 
Corporation will be more than m!Lda up and the finances of the Corporation will be 
put on a. sound footing. 

CALCUTTA MUNICIPAL CORPORATION 
750. Revenue and expenditure. A genera.i idea. of the finances of the 

Calcutta. Corporation for the ten years from 1938·39 to 1947-48 will be gathered 
from the figures for receipts and expenditure given below :-
. Year Revenue Expenditure Surplus ( +) 

- Deficit (-) 
1938-39 
1939-40 
1940·41 
1941-42 
1242-43 
1943·44 
1944-45 
1945·46 
1946-47 
1947·4B 

2,39,18,851 
2,57,77,014 
2,56,10,254 
2.38,18 264 
2,58,46,333 
2,85,64,427 
2,73,03,428 

. 3,03,66,923 ... 
3,74.56,779 
4,17,74,149 

2,52,74,979 
2,45,32,513 
2,59,55,711 . 
2,45,29,836 
2,31,55,275 
2,59,81,787 
2,63.03,098 
2,85 35,810 
3, 79.52,599 
3,93,84,936 

. (-) 13,56,128 
( +) 12,44,501 
(-) 3,45,457 
(+) 7.11,572 
( +) 26,91,058 
( +) 26,82,640 
( +) 10,00,330 
( +) 18,31,113 
(-) 4,95,820 
( +) 23,89,213 

It will be sean that the Corpora.tion has been generally in a. surplus position 
and was in deficit in only three years during this decade. 

751. Main sources of income. The main sources of inoome(the actual 
receipts from each source during the years 1945-46 to 1947-48 (rounded to the 
nearest hundred) and the respecti ;·e percentages on the total receipts are given 
below:-

1945·46 1946-47 1947·48 ______ __...____.. __ ..... ________________ ___ 
Amount Per· 

cent· 
age. 

Amount Per· Amount 
cent· 
age. 

Per~ 
cent· · 
age. 

----------------------------------------
1 2 

(i) Consolidate Rate 
(ii) Licences 

(iii) Contributioa 
from Govern· 
ment as compen· 
sa. tion for ta.king 
over the Lieens· 
ing of Motor 
Vehicles. 

3 5 6 7 8 
2,09,39,000 69.0 1,95,33,000 52.2 2,19,50,600 52.6 

19,86,300 6.5 19,79,900 5.3 22,08,500 5.3 

4,50,000 1.5 4,50,000 1.2 4,5o,ooo t.o 
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------
1 2 3 4 5 6 7 8 

(iv) Ranta of lands 
houses etc. 4,61,300 1.5 4,97,000 1.3 2,14,700 0.5 

(v) Sales of Water 7,12,700 2.3 7,81,8(0 2.1 10,73,800 2.5 
(vi) Receipts from 

Market. 16,03,500 5.3 15,11,800 4.0 16,25,000 3-9 
Jvii) Receipt from Sla.u-

ghter Houses 
Dhobikha.na. 1,49,900 0.5 1,08,900 0.3 1,60,400 0.4 

(viii) Interest on Surp-
Ius Cash Ba.lance. 3,40,000 1.1 2,96,800 0.8 2,03,200 0.5 

(ix) Grants & Contri· ' 
butions. 1,69,900 0.6 71,56,900 19.1 55,95,600 13.4 

(x) Loans & Advances 
from Government 33,00,600 8.8 50,03,600 1~0 

(xi) Miscellaneous. 35,61,300 11.7 18,50,000 4.9 32,88,700 7.9 
-------------------------·-

Total:-- 3,03,66,900 3,74,66,700 4,17,74,100 

752. The heads of taxes and principal items of fees are as follows: -
. (A) TAXES 

_Schedule of Rate & Taxes 

(a)Consolidated Rate. 21-~% on the annual rateable lands and buildings in the 
· city. This is payable in four quarterly instalments. 
Half of the tax is payable by the owner and the other 
half by the occupier. The maximum limit of rate levi
able under the Calcutta. Municipal Ach is @ 23%. 

(b) Ta.x on animals & Carriag~s Per IIalf Year. 

1. On every four wheeled carriage (not 
being a hackney carriage) drawn by two 

· horses. · 
2. On every four-wheeled hackney carriage 

drawn by two horses. 
3.-" Where any person owns more tha..n. ana 

carriage· included in class I, then on 
every such carriage after the first. 

4. . Where any person owns more than one 
carriage included in Class 2, than on 
every such carriage a.fter the first. 

5. 'On every four-wheeled ·curiaga_ (not 
being a .hackney carriage) drawn by 

· horse, pony or mule or a. pair of poneis 
or mules under 13 h&nds. 

6. On every four-wheeled hackney carriage 
of the desription mentioned in class 5. 

7. On every two-wheeled carriage drawn 
by one or more a.nima.ls. 

8. On every horse (not being a.. race or 
hackney carriage horse) 

9. On every jin rickshaw ... 
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I 
I 

Rs. 24-/ I 
}-

Rs. 16/· I 
I 
I 

Rs. 16/· J 

. Rs. 12/· 

Rs. 12/

Rs. 8/

Rs. 12/

Rs. 12/
Rs. ·4./-

4 

Levied according to the 
ra.tes specified under 
Schedule VIII of the 
Calcutta. Mu 1icipal Act, 
1923. 
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1 2 3 
--.------------------------------------------------~ 
10. On every race horse. Rs. 48/· 

Rs. 8/· 11. On every hac:.ney carriage horse. 

12. On every pony or mule of or over 13 
hands. . 
(a) not ~~ed in hacknoy-carriage ............ Rs. 12/· 
(b) used in a hackney carriage ............ Rs. 8/-

13. On every pony or mule under 13 hands · Rs. 4:/-

(B) :Scavenging Tax. 

Per half year. 
1. For every horse :- · ·. I 

(i) Not used in a hackney Rs. ,12/· I 
(ii) Used in a hackney carriage Rs. 8/· 

For every pony or mule of or over I 
13 hands :- I Levied according to the 

(i) Not u::~ed in a hackney carriage. Rs. _12/· I rates spesified undr 
(ii) Used in a hwkney carriage Rs. 8/· I schedule IX of the Cal. 

For every p:>ny or mule uuder 13 
1

1 Municipal Act. 1923. 
hands :- The rates specified 

(i) Not used in hackney carriage I here are revised rates 
carriage. Rs. 6/- I (double of the original 

(ii) used in a hackney r schedule) as sanctioned 

2, 

ca.rriage. Rs. 4/- I . by Government as per 
4. For every bull or buffalo used: tor draw· I order quoted above 

ing cart. Rs. 3/· I come into force from 
5. For every cow or buffalo kept by a milk 1st. Oct. '46 (2nd 

sailer. · Rs. 1-8-0 I half year of 1946-4 7). 
6.. For every donkey or swine. Rs. 1-8-0 I · 
7. For every ten sheep or goats. Rs. 6-0·0 I 
8. For every twelve cubic feet of offensive 1

1 matter and rubbish or part thereof, re· 
moved on an average daily from a. market. Rs. "60-0-0j · 

(c) Tax and Licences on Professios, I Levied yearly on various 
Trades at'd Callings. I classes of professions, 

(d) Dog Tax . ~ 

(0) Fees. 

(a.) Building De ptt. Fees :- · 

(i) Fees for encroachment on public Road
ways · (verandas,· projected ·structures, 
footings, projected: sign boards, sky signs 
sanctioned plan f!}es) etc. · . . . 
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~----------------------------------------------------------

(ii) Licence to licensed Building Surveyors. 

(b) Licence fees from thea.~res a.nd other places 
of resort, recreation or amusement under 
section 891 of the Calcutta Municipal Act; 
1923. 

(c) Licence fees from priva.te markets and slaugh
ter houses under sec. 396 (a) & (b) of the 
Calcutta. Municipal Act, 1923. 

(d) Encroachment & scaffolding fees 
(e) Drainage & plumbing licence fees 
(f) Fees for removal of carcasses 
(g) Fees relating to water supply .. 

(i) · Filtered water supply in town for buiding, 
business and other non-domestic pur· 
poses . 

. (ii) Unfiltered water supply in town for 
buildings, business and other non-do
mestic purposes, 

(iii) Filtered & unfiltered water supplied to· 
persons outside Calcutta. 

(iv) Sale of filtered water to outside Munici
palities :-

1. South Suburban Municipality At -/8/- per 1,000 g!l.llons and at -/12/· 
par 1,000 gallons over the stipulated 
quantity of 27,600 gallons per d&y. 

2. Tollygunge -do-

3. Ba.rrackpore Cantonment 

4. Dum Dum Municips.lity. 

5. South Dum Dum Municipality. 
6. Garden Reach Municipality. 

At -/8/- -do- -do-
and at ·/12/· -do- over the 
stipulated quantity of 70,000 gallons 
per day. 

At ·/5/6 -do- and at 
-/8/- 'do. over the stipula.ted quantity 
of 2,50,000 ga.llons per day. 

At -/9/· ·-do-
and at ·/HI-
above the stipulated 
60.000 gallons per da.y. 

-do-

-do-
-do-

quantity of 

Sanctioned ra.te for the Garden Reach 
Municipa.lity is ·/7/6 per 1,000 gallons 
for the stipulated quantity and -/12/
per 1,000 gallons over the stipulated 
quantity per day. The stipulated quntity 
has no' yet been fixed. 

753. Government Grants. The fina.noial assistance received by the Cor
poration from the Government of West Benga.l is as follows :-

(a) Sta.tutory ~ra.nts for specific objects NU. 
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(b) Non-statutory grants for specifie objects:
(i) For improvement of consernncy of 

commercial area, 
(ii) For maintenance of Diamond H~~or· 

hour Rd. 
(iii) For loan charges for the Fring8 

Area Drainag&, 
(iT) For improved sanita•ion ancl con· 

servancy of Ra.tings. 
(v) For motor Ambulance 

(vi) For additional lights in oommereial 
area. 

(vii) For Chowringhee Electric lighting. 
(viii) For removal of sewage from For 

William. 
Cix) For Bussa Distillery 
(x) Dearness Allowance and Food oo~· 

cession& (80% of ~he ~o~al ooat) 
(o) General Grants 
(d) Assignment of Revenues 

Nil. 
Nil. 

Rs. 2,500/-

2,~00/-. 
u 

86,5 0/· 

4,800/-
11,800/· 

2,500/· . 
35,000/-

8,600/· 
500/· . 

76,00,000/· (approx.) 

(e) Contribu~ion as Compensation 
lor taking over the licensini 
of Motor Vehicles. &,50,000/· 

{f) Ways and Meaus Advance Granted by Government on 
urgent occasion£!. 

It will be seen that, with the exception of grants for dearness a.llnwa.nce and 
contribution for compensation for licensing of motor vehicles, there is no other 
Government grant of a substantiar' character. 80% of the total cost on account 
of dearness a.llowance is at present contributed by the Government, which is 
not the case e1ther in Bombay or in Madras Corporations. 

754. Incidence of taxation. A statement showing the incidence oftota.l 
income and income from taxa.tion per capita for the Corporation is given 
below:-

Year 

1884-85 
189-!·95 
1901-02 
1907-08 
1911·12 
1918·19 
1921-22 
1931·32 
1938-39 
1942-43 
1946·47 
1947·48 
194:8-49 

Incidence of total 
income per capita. 

Rs. As. Ps. 
4 11 5 
6 15 '1 
7 11 8 
9 3 9 

10 9 . 6 
15 11 10 
17 14 9 
20 12 10 
21 4 8 
12 7 5 
18 I 1 
20 2 4 
21 7 8 
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Incidence of income 
from taxation per 
capita.. 

Rs. As. Ps. 
3 9 6 
6 1 7 
6 2 6 
7 13 4 
8 12 8 

11 15 1 
13 11 2 
17 3 5 
17 9 2 
9 11 5 

10 8 9 
11 13 4 
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From this it will be sean that the incidence of total income has increased 
five times and that of ta.xation four times during a period of sixty yaa.rs. 

755. Budgets for future years. The Chief Executive Officer of the C&lcutta. 
Corporation· was asked to give us a. statement of anticipated receipts and expendi
ture durin!(tha next five years. A copy of the statement supplied by him is 
attached as an annexure to this chapter. Tho total estimated revenue and exren· 
diture for the next five yea.rsare briefly summarised below :- · 

Year-s Eipenditur 
652 

(In ·la.kh~ of rupees) 
deficit (-) 

1951-52 
1952-53 
1f53.54 
1954-55 
1955-56 

Revenue 
482 -
516 
M5 
524 
527' 

683 
721 
763 
799 

-170 
-167 
-166 
-239 
-272 

It will be seen from the above statement that the Chief Executive Officer 
anticipates bi~ deficits for the entire quinquennium ranging from Rs. 1-2/3 to 21 
crores. It will, therefore, be necessary to sea how far improvement can be made 
by each of the following methods :-

(I) Economy in expenditure. 
(2) Improvement in existing sources of revenue. 

(3) Making fresh sources of revenue available. 

756. Economy in expenditure: In his reply to our questionnaire, the 
Administrative Officer, Calcutta Corporation states that there is hardly any scope 
for retrenchment under any of the expenditure heads, except in one, namely, con
tribution to the C'l.lcutta. Improvemant Trust. He S!l.ys tha.t the Corporation ha.s 
to pay a.nnua.lly to the Improvement Trust a. sum equivalent to 2% of the annual 
rateable valuation of the City, irrespective of the a.ctual collection and guggests 
that the contribution should be fixed at 2% of the actual receipts from the consolida.t
ed rate during the previous year. We &re unable to supnort this suggestion. The 
better remedy is for the Calcutta. Carporation to improve its collection rather than 
suggest that the contribution to the Improvement Trust should be based on the 
present state of C'lllections which is unduly low. 

We have not gone into the working of the administrative departments of the 
Corporation and are, therefore, unable to express any opinion reg!l.rding possibilities 
of retrenchment. But the Calcutta Corpora.tion Investigation Commission, which 
has gone into the ma.tter in great detail, has suggested various items under which 
economy ca.n be effected. This will· proba.bly be examined in due course a.nd ma.y 
-!esult in some improvement in the financial po~ition. 

757. The consolidated rata is 22% of the annual va.luation. Out of this 
2!% is for the Improvement Trust and the Howrah BI:idge.l9!% is for the Corpora
tion. This is expected to yield Rs. 2,88,26,000 to the Corporation in 1950-51. 
Against this the total expenditure on water-supply, conservancy, drainage, rC'ads 
and lighting (including block on commercial basis), comes to Rs. 4,54,63,800 
according to figures supplied by the Chief Executive Officer to us. Thus the 
consolidated rate is 38% short of this expenditure. It is, therefore, very necessary 
that the yield. of the consolidated rata should be improved by every possible 
means. · 

758. Proposals lor improvement in existing sources of revenue. Thera 
is gres,t soopa for improvement under this haa.d both in rasl'ect of vs,lua.tion (!,nq 
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o'lllection. Ths Ca.lcutta. CorpJr&tion Investi~&tion CJmmission is of tha opinion 
th&t the Corpor&tion's income from the· consolidated rate alone stands depleted by 
& bout 5::1% * owing to under-va.lu!lotion and other e!louses. If this de fee• is remedied 
the income of the Corporation should increase very considerably. 

Below are given figures of the ntea.ble valu\tion of Cal~utta from 192,·25 to 
19!9·50. 

Year. Annual rateable value. 
1924-25 • 7,86,74:,036 
1925-26 8,40,28,421 
1926-27 .. •8,69,19,383 
1927-28 8,92,20,53S 
1928·2~ 9,22,58,8M 
1929-30 9,50,16,973 
1930-31 9,84:,14,683 
1931-32 9,99,14,331 
1932·33 10,01,4:~,178 
1933·34: 10,07,59,151 
1934-35 10,09,76,297 
1935-36 9,89,38,833 
1936·37 9,83,51,'184: 
1937·38 9,84:,11,760 
1938·39 9,95,39,975 
1939-4:0 10,03,02,172 
1940-41 10,20,61,072 
194:1-4:2 10',31,36,718 
1942-4:3 10,4:1,25,32~ 
1943 ·U 10,53,95,544 
1944-45 10,69,89.353 
1945·4:5 10,94,85,918 
1945-4:7 11,38,'J3,074 
1947·48 11,61,03,720 
1948-49 11,97,83,361 
1949-50 . 12,91.92,603 

It will be seen that the growth of rateable nlua.tion was fru~ Rs. 7,86,74,036 
in 1921·:35 to R3. 12,9l,92,6)3 in 19!9-50. This is very bw as compa.retl with 
the growth of land va.luas in Calcutta.. The Calcutta. C:Jrpora.tion Investig&tion 
CJrnmission point out tha.t in the eight years from 1938-39 to 194:5·46 the dellllllnd 
on a.ccuunt of the c:>nsC>Iida.tad ra.te incra!l.sad by 11% only, while during the 
sa.ma p9riud iii increa.sal by 35% in Ma.dra.s City and 31% in Bombay City. Wa 
a.re of opinion thllot with proper va.lu\tion, the yield from the oonsolida.ted rate should 
increase a.ppreciably. 

In the chapter on ta.xa.tion of Port Trust properties, we have reff'erred to 
the recant a.greement between the Calcutta. Corporation and the Ca.lcuttr. Port 
CJrnmissioners by which the Corporation should get an increased income of about 
Rs. 11 la.kns a.nnually, Similarly, it should gain by the recommendations we have 
made for taxation of ra.ilwa.ys and Union Government properties. 

Improvement in collections The peroenta.ge of collections to dema.nd wa.s 
'19.~9% in 1946-47 and 76.74% in 1947-48 a.s against 96.9% in 191R-17 and 99.1% 
in 1917-18. Tbu:J thero ha.3 been, during the la.st thirty years, deterioration in the 
machinery for collection which should be put right. 

• Vide paragraph Ss page x86 Chapter XXIV of the raport of the Cemmissiou, 
Votamt 11, Part l· 
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--------------------------~···-

• 759... Additional sources of revenue suggested by the Corporation. 
The Corporation has made the following dema.nds:

(1) Share of the entertainment tax. 
We have already recommended this . 

. ~2) , A share of Electricity. duty. We have recommended that the 
·whole of the net proceeds should be given to. local bodies. 

(3) A share of the sales tax. We are opposed to any share of 
this tax being assigned to local bodies. 

(4) Increased share of Motor Vehicles Tax. 
We ha.ve already suJ::gested ·that the question of rev1s1on of 
compensation paid on account of loss of. income to local bodies 
should be re-opened. · 

In addition to the abJve the OorpJration asks that the following taxes be 
assigned to it in full:-

Tax ·on petroleum. Under . section 181 of the Calcutta Municipal Act, the 
Ca.lautta CJrpJra.tion is e:npJwered to levy a cess not exceeding four a.nna.s for every 
ten gallons of petroleum consumed in the City, with the section of the State 
Government, after prohibiting, with the previous sanction of the Central 
Governm~nt, the htraluction into Calcutta of· petroleum intended for consum· 
ption elsewhare. 

We 11ore 'not ia favaur of thia proposal. The prohibiton of introduction of p!>trol· 
eum into Culcutta. for consumption elsewhere will cause ga.eat hardship as the Port 
of Calcutta. caters for many States other than We~;t Eengal. The only way in 
which the hardship can be avoided would be levying of a. cess on consumers 
along with the sales tax. This alternative too does not commend itself to ua 
aa we are not in fa.vour of any surcha.rge on Eales tax for local bodies. 

Passenger tax. We ha.ve already recommended this in the chapter on 
ta.xa.tion of lloa.ting population. · 

Tax on Fire Insurance Companies. It was augued before us that the 
Fife Insura.nce Compa.nies derive considerable benefit frcm the Calcutta Fire Bri· 
pde but m'l.ke no CJntributiJn towards its mJ.inten'lonce and a point was made 
that a portion of the cost of the Fire Brigade should be borne by these Com· 
anies. We understand that by the West Bergal Fire Services Act 1~50, 
the entire_ Fire Service in ·west Bengal (includir:g the. Calcutta. Fire Bri· 
ga.de) ha.s been provincialised wi~h effect fcom April 1950 and neither the 
Ca.lcuhta. 0Jrporation nor the two other contributing municipalities, viz., Howrah 
and Garden RJach, have anY. further lia.bilHy to ray any portion of the cost 
of m:J.intaining the Fire Brigacle within their respective jurisdictions. The 
Oorp~rporation has theref•xe, no right to le~y such a _tax any longer. 

Benefits arising from other recommendation; made by us. In addition 
to the benefits whicb may accrue to the Corpor&.tion from the proposal§ marla 
above, the CorpJration mll.y ba cxp3cted to uerive some benefit from our re· 
commendations in . regard to distribution of expeccliture on elementary edu· 
c:a.tiou, medical relief and public hea.ltb. 
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MADRAS CITY ··coRPORATION 
Budget Estimate· for 5 years 

1950-51 1954-55. 

RECEIPTS-NORMAL ~VENUE ACCOUNT 

Head of 1950-51 1951-~2 1952-53 1953-54 1954·55 
Account. 

Rs. Ra.· Rs. Rs. Rs. 
Opening 

(-) 4,42,740 (.) 1,92, 760 (-) 2,67,780 Balance. H 14,84,59) (-) 7,02,800 
I. Management 
(General Taxa.-
tion & Mise). 1.13,16,940 1,13,16,940 1,13,16,940 1 ,13,16,940 1,13,16,940 

II. Edttca.tion 
III. Communi· 

l,03,9.)0 1,03,950 1,03,950 1,03,950 1,03,950 

cations Unclud-
ing Govt. 
grant and 
compensation 
for loss of 
Toll Revenue) 7,82,640 7,82,640 

IV. Public Hea.Hb 
7,82,640 7,82,640 7_,82,640 

'I. Medical 
Relief 25,700 25,70J 25,700 25,700 . 25,700 

2. Preventive 
Medicine. 3,50,110 3,,1;0,110 3,50,110 3,50,110 3,50,110 

3. Public Ameni-
ties. 1,50,500 1,50,500 1,50,500 1,50,500 1,50,500 

V. Remunerative 
Enter pries - -· 

L Workshop. 1,04,0JO 1,04,000 1,04,003 1,04,000 1,04,000 
2. Markets" 3,77,000 3,77,000 3,77,000 3,77,000 3,77,000 
3. Cart 

stands. 15,000 15,000 15,000 15,000 ·15,000 
4. Slaughter 

Reuses. 1,80,000 1.80,000 1,80,000 1,80,000 _1,80,000 
5· Recta of 

lands and 
bldgs. 2,30,000 2,30,000 2,30,000 2,30,000 2,30,00(} 

6. License .. 

fees. 10,00,000 10,00,000 10,00,000 10,00,000. 10,00,000 
7. Buildings 

Lilcnse 
fees. 3,00,0::>0 3,00,000 3,00,0JO 3,0J,OOJ 3.oo.ooo 

8. Miscel· 
la.noous. 6,45,100 . 6,45,100 6,45,100 6,45,100 6,45,100 

9. Electricity 
License 
scheme 
Sembiam. 1,01,500 1,01,500 L,01,500 1,01.~00 1,01,500 

10. Sports 
Arena. 50,000 .50,000 50,000 50,000 l>O,OO~ 
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Head of 1950-51 
Account. 

Rs. 
B. Lighting 

·Account. 11,21,520 
C. Water 

Supply 
Account. 20,51,040 

Drainage 
Account. 11,04,880 

Non-Recur· 
ring Receipts. 5,100 

Total includ
ing Opening 

o:a:An:sR· xxni 

1951·52 1952.53 1953,54 194:4·5 5 

Rs. Rs. Rs. Rs. 

11,21,520 11,21,520 11,21,520 11,21,520 

20,51,0!0 20,51,040 20,51,040 20,51,040 

11,04,880 11,04,880 11,04,880 11,04,880 

5,100 5,100 5,100 5,100 

Balance. 1,88,71,390 1,99,33,240 2,01,63,220 · 2,00,88,200 1,96,53,180 

Total. 2,03,55,98) 2,03,55,930 2,03,55,980 2,03,55,98) 2,03,55,930 
Revenue 
excluding 
opening 
balance. 

--
EXPENDITURE REVENUE ACCOUNT 

Head Account. 1950-51 1951-52 . 1952-53 1953-54 1954-55 

Rs. Rs. Rs Rs. Rs. I. Management. 14,20,95() 15,20,000 16,20,000 17,20,000 18,20,000 II. Education (Secon· 
dary Edn. Midday . 
Meals contn. to E. 
E. Fund.) 

III. Communications. 
9,53,530 10,0J,OOJ 10.20,000 10,50,003 10,70,000 

1. Engineering Estt. 2,26,90) 2,50,0JO 2,70,000 2,85,000 3,00,000 2. Road (Mainte· 
nanee.) 22,56,963 24,00,000 24,00,000 24,00,000 24:.00,000 3. Miscellaneous. 6,09,890 7,00,000 7,0::>,000 7,00,000 7,00,000 lV. Public Hea.lth 

1. Medical Relief. 7,78,780 8,00,000 8,20,000 8,40,000 8,60,000 2. Preventive Medicine 
(Sanitation, Conser-

3. 
vancy, C.W.S. etc) 
Public Amenities 

45,44,540 46,20,000 47,00,000 H,50,000 48,0J,OJO 

(Parks, Zoo, Indus-
trial Home, Special 
Home etc.) 7,02,550 7,3J,OOO 7.50,000 7,'10,000 7,9J,OOJ 
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Head Accountant. 1950-51 1951-52 1952-53 1953·54 1954-55 

Rs. Rs. Rs. Rs. Rs. 
V. Remunerative Enter· 

prises. 
1. Workshop. 1,01,020 !,10,000 1,15,000 1,20,000 1,20,000 
2. Markets. 1,38,000 ·1,50,000 .1,50,000 1,55,0 0 1,55,000 
3. Slaughter Houses. 43,470. 50,000 50,000 50,000 50,000 
4. Cart Stands. 2,500 2,500 2,500 2,500 2,500 
5. Land Development 

(Civic Survey 
Model Houses 
Contribution to Im-
provement Trust). 7,21,060 7,50,000 7,50,000 7,50,000 7,50,000 

6. Dhobikbanas. 9,250 9,250 '9,250 9,250 9,250 
7. Cattle yards. 5,910 6,000 6,000 6,000 6,000 
8. Central Lorry 

Station. 6,30,500 6,30,500 6,3'0,500 6,30,500 6,30,500 
9. Electricity Licence 

Scheme Sembiam. ~4.900 95,00J 95,000 95,000 95,000 
10. Sports Arena. 13,350 15,0JO 15,000 15,0JO 15.000 
11. Fishing Scheme. 7,750 7,750 7,750 7,750 7,750 
B. Lighting At:count._ 9,71,700 10,00,000 10,20,000 10,40,000 10,60,000 
0. Water Supply. 19,79,240 21,00,000 21,50.00J 22,00,000 22,50,000 

Drainage. 22,89,550 23,50,000 23,50,000 23,75,000 24,00,000 
• Expenditure Non· 

Recurring. 7,85,000 8,00,000 8,00.000 8,00,000 8,00 000 ------
Total Expenditure 

. . ' 

1,92,94,130'2,01,26,000 2,04,11,000 2,07,91,000 2,10,81,000 
Closing Balance ·4,22,746 -1,92,760 ·2,67,780 ·7,02,800 -14,27,820 . 

Grand Total 
(including clos-
ini balance.) 1,88,71,390 1,99,33,240 2,01,63,220 2,00,M,200 1,96,53,180 

ANNEXURE B. 
Foreseeable Revenue Receipts of the Corporation of Calcutta 

during the next 5 years. 

;;.,...__ _______________ : (in thousands of rupees) 

1951-52 1952-53 1953-54 1954·55 1955-56 Remarks. 

Cousolidated Rate. 27200 29100 31000 32900 32900 These additional 
+ 1900 + 1900 + 1900 rates are expect· 

eel as the result 
of general revalu· 
ation. 

Tax on animals & carriages.+6J0+1800+3500 Arrear realisa.· 
tions. 

Tax on animals & carriages. 90 
Contribution from Govern· 

ment for Motor Vehicle•. 460 

90 90 

~50 . ~50 

317 

90 

{50 



O!U.PHB xnn 

(in thousands of rupees) 

1951-52 1952~53 1953-54 1954-55 1955-56 Remarks. 

Tax on Trades & Professions. 2550 2550 2550 2550 · 2550 
Receipt, from Ms.rkets, 
Slaughter Houses and 
Dhobikhana. 2330 2330 2330 2330 2330 

Receipts from Tramways 
& Electric companies. 80 80 - 80 80 80 

Rents of La .. ds & Buildings, etc. 486 4e6 486 486 486 
Grants and Contribution 
from Government. 

Contribution from Govern· 
68.2 68.2 68.2 68.2 

meut for Ddarness Allowa.noe. 7840 8160. 8480 8800 

Contribution from Govern· 
ment for Food Canoes· 

-sions. 

Receipts from Burial 

680 712 ' 744 776 

68.2 

9120"') Represents SO% 
J of the total ex-
1- penditure in these 
I Contributions. In· · 

80SJ crease will be on 
account of in 
crease in staff. 

Grounds & Crema.toriums. 4:1.5 

107 

41.5- 41.5 4J.5' 41.5 
Receipts from combined 

Cart Registration Fund. 
Receipts from the Calcutta 

Hacknev carriage Fund. 

107 107 107 

2 2 2 2 

107 

~ 
Sale of Water. 
Scavenging Tax. 

1250 1250 1~50' 1250 1250 
70 70 70 70 70 

Fines under Municipal Act 
and other Acts. _ 

Interest on Investments. 
Recovery of equated annual 

instalment frcm Garden 
Reach Municipality towards 

150 
200 

cost of Moore's Scheme. 42.7 
Rec)very of Law Charges. 17 
Sale pr:oceeds of unservice· 

able stores. 50 
Receipts for the suply of 
current from the Turbo
alternators. 

Rebate on .account of 
char):!es for electricity. 

Miscellaneon Receipts in· 
eluding profit from Oor· 

125' 

50 

150 
200 

42.7 
17 

50 

125 

50 

150 
200 

42.7 
17 

50 

125 

50 

150 
200 

42.7 
17 

50 

125 

50 

150 
200 

42.7 
17 

50 

125 The supply made to dif
ferent departments of 
the Corporation and the 
credit is taken by 
adjustment. 

50 

poration Workshop. 1750 1750 1750 1750 1750 
Receipt from service. charg-
es for the Council House~-~~5:.;;0-::-~5~0~-=-:5:0:0~-:-'":50~"::":'-:5-0~:'::'::'!'':'"'!" 

TOTAL - 48179.4. 51631.4 55583.4 52435.4 52787.4 
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Foreseeable Normal Budget Estimate of Expenditure of the 
Corporation of Calcutta for the next 5 years. 

(in thousands of rupees) 

1951-52 1952-53 1953-64: 1954-55 1955-56 Remarks. 

Establishment (a). 

Interest on Loan. 
Contribution for re· 
payment of Loans. 

Contribution for Pri· 
. mary & Technical 

. Educotional Institu· 
tiona. 

Contribution for Free 
Libraries. 

Improvement of Pri· 
mary Education. 

Materials (b). 

Contribution to Hospi-

16000 

3738 

1950 

200 

GO 

2000 
scoo 

17500 19000 20500 22000 

3874 s7s6 4104 3835 

2025 2200 2300 2350 

200 200 200 200 

GO 00 00 50 

2000 20CO 
ssoo ~coo 

2000 ·2000 
9500 10000 

(a) Water Works, ' 
Conservancy 
& road repairs 
establishments 
will increase. 

(b) More materials 
will be requir· 
ed gradually 
for the intend· 
ed projects & 
condemned 
machineries· 
will be replac· 
ed. 

tals, Dispensaries etc. 1000 1000 1000 1009" 1000 
Dispens!lries, Mater-
nity Homes, Milk 

Kitchens etc. 400 400 
Pensions, General & 
Special contributions 
to Provident Fund for 
other than Labour 
Staff. (c) 2000 2100 

Contribution to Provi
dent Fund etc. for 
Labour Staff. 450 5CO 

Law Ch&rges (d). ~00 aOO 

4oo 400 400 

2600 2560 2740) (c) The · increase 
I will be on accoun t 
~ of increased stall 
I & because more 

050 600 650j labour stafl will 
· avail of the Provi· 

dent Fund. 
500 500 500 (d) This will be 
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(in thousands of rupees) 

1951-52 1952-53 1953-54 1954-55 1955-56 Rem~~orks. 

Commission to Bank. 
Contribution to C.I.T. 
Contingencies. 
Uniforms. 
Telephone Charges. 
Gas for Street Liiht-
ing (e), 

Electricity for Street 
Lighting (/). 

Cost of Motor Vehicles 
(g), 

Contribution to the 
Garden Reach Muni· 

_40 
2900 
325 
250 

70 

700 

200 

875 

cip:~.lity. 250 
Expenditure for im· 
proving the conditioD 
of service of Ha.rijans. 40 

Payment regarding 
Government Loans 
& Advances (h). 1000 

40 
3100 
325 
250 
70 

700 

225 

900 

250 

40 

40 
3300 
325 
250 
70 

700 

250 

925 

250 

40 

4()- ' 40 
3400 3500 
325 325 
250 250 
70 70 

700 700 (e) 25% increaae 
in price of 
Gas is expected. 

275 300 (f) Lighting will 

950 

250 

40 

be progressive· 
ly improved. 

975 (g) We are badly 
in need of 
lorries. 

2150 

· (h) This represen 
arrear in· 
terest upto 
1950·51 and 
will not recur 
as the Govern· 
ment Loans 
& Advances 
are expected 
to be repaid 
by the end of 
1950·51 out of 
loans to be 
raised for the 
purpose. 

Dearness Allowance.-} 9800 10200 10600 11000 
(i) 

Food Concesaiona. 64.0 _ 680 720 760 

11400) (i) This will ba 
l- due to in· 

800 J creased es· 
ta.biisbmenta. 

Additional Esta. b
lishment. 

Ho'lse Rent for 
Labour Staff. 

680 li80 ,00 

228 228 

820 

soo soo 

228 
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Otber Miscellaneous 
items such as repair 
works, filter work· 
ing, precaution against 
epidemic eto. U) 

New Works. 

1951·52 1952·53 1953-54 1954·55 1955·56 Ra.ma.rks. 

9000 10000 11000 12000 lSOOO (.1) Bnildings & 
roads are in 
bad state ol 
repairs. Many 
new revenua 
works, like 
changing road 
6Urfa.ce, me
cbanisa,tion of 
processes, ex· 
tension of 
wor ksbop eto. 
will be under· 
ta.ken. 

2000 -20J0 2030 20030 2000 

Total 65286 68327 72164: 763Jl 79903 



CHAPTER XXIV . 

PUBLIC UTILITY UNDERTAKINGS 

-760. Poverty of resources of local authorities in India is well known and 
needs hardly any emphasis. Similarly taxatio11 in a.ny form is unpopular. In 
dealiilg with the non-tax sources reference has been made to public utility 
undertakings. In the United Kingdom the term is held generally to include 
the following, 

1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 

W a.ter Supply 
Ferries. 
Markets 
Elect~ioity Supply 
Transport 
Gas works 
Cemetries 
Harbours, docks, piers a.nJ cana.ls 
Miscellaneous like cinema. houses, Concert halls, etc. 

761. In. this country also the first five items are generally recognised 
as a. legitim& te field of local body enterprise, thuugh pa.rtici1 ation in transport 
a.nd electricity supply and distribution is not as universa.J as in the·countries of 
the West. Water supply accounts a.re not a.lways separately maintained and 
it is not therefore possible to cJaiiiJ. tha.t the latter service is a source of 
profit. Ferries vest more in rm al ra.tber than urban bodies and the yield 
from that source is not very large. Ma.rkets and slaughter houses have been 
dealt with in the chapter entitled ''Fees". While it cannot be Faid that they 
are an imporhnt source of revenue except in certain municipalities, they ur:
doubtedly yield some income .. The remaining public utility undertakings cornio.t 
mostly of tramways,· motor Lus services ar.d electricity supply. 

762 From among the State Governments, only the Governments of Madras, 
Dombay and. West Bengal have expressed a.n opinion as regards the desirab1lity 
of local bodies engaging in comme1cial undertaldngs. Their opinions are re
produced below.:-

Madras. The Gover11ment of Madras are in favour of local bedias under
taking business enterprises as remunerative activitieso alculated tu improve the 
sources of revenue and for providmg cheaper and better services to the 
community, except in cases which are taken over by the Provincial Government 
themselves. lloWtlver, past exrerience has shown that local bodies have not been 
successful in rundng motor bus services (e.g, Coimbatore District Beard) and 
dairy farms e,g, Vi~akharatnam municipal council. 

Bombay. ln the cabe of municipa.lities there is an additional possible 
source of revenue in the municipalisat10n of public utili~ies like bus services 
and electric supply, but it is doubtful whether any but the largest munici· 
palities will be in a positisn to undertake these services and run them effi· 
ciently. Government has already declared its policy in favour of participation 
my municipalities in public utility services, but for the general run of munici· 
palities it seems premature to cor.nt on this s0urca for providing sub.iitantial 
a.1dttional revenue. 

West Bengal. Whether trading services should be undertaken to suppla
llleDt rovenqe ddici~ is 11o point oo which opinioo it not unaLiJUous. I' b" 
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been argued by one school of thought tha.t surplus revenues which might accrue 
from this ae~vice should mt bJ utilised as llt'!!uppJementary income for reduction 
o! rates, but should be kept in a separate account so tha.t the cJst of the service 
itself ma.y bs reduced. Au'lther scho-11 frJonkly reg<~.rJs trading profits as a 
legitimate accretion to general revenues. Ou principle it Ia not clea.r why profits 
from public ucility service3 cannot be utilised for supplementing municipa.l 
income from rates and taxes. Among the already existing services two are 
of the nature of trading services, viz, wa.ter snpply and receipts from ma.rkets 
and slaughter houses. The latter yields a surplus while the former is run 
a.t a loss. It is a common practice to levy the cost of water supply from
user:; in proportion to water consumed. Only in the case of industrial use 
is a. metered supply usual. It is, however i possible to work out· a scheme which 
would make these services salf-supporting, if, after charging a flat percentage 
on valuation f0r ccmsumption upto a certain limit, a progressive rate is imposed for 
excess consumption about that limit to be determined meter. There is a provision 
for m'ltered suyply in the Act. But such exc3ss·. charges are the exception 
rather than the rule. M~rkets and slaughter hausei are, however, a profitable 
a ource and rapid extension of municipa.lisa.tion of ·market::~ is desirable. The 
mJi:e importaut question is whether there a.se any public uhility services which 
munioi).:alities ca.n undertake with effioieney and run at a profit. The services 
usually mentioned in thh cmo.ection are (1) Electric Supply, (2) Gas Works, 
(31 P~~os~engers TranspJrt Services, ( t) Huu3ing, (5) Dairies, and (6) Ba.oks. Of 
these gu W0rks and ba.nks ma.y ba ruldd out w1thout further consideration 
as demand for gios is limited to one or tw~ l~~orge muicipllities and b3onks do not lend 
themselves to ama.teuri:ih admimstration by municipal commissioc.ers. Elec· 
trioity supply includes three stageE~-generation, main line, transmission and 
loca.l distribution. . In England the second has been nationalised tP.rough the Grid 
System and the first may soon be so under a Central Electricity Board. Looa.l 
ditltribution is, however, sHJI in tht\·'hands ol the .municipalities or supply com· 
panios. In this province all the differfJUt sta.ge3 are still in the hands of private 
cmoerns, some big and some sma.ll. Transport raises a more difficult question 
because, except in C<~.lcutta a.nd in one -or two bigger municipalitiesi the a. rea. 
would be too sma.ll for a self-contained bus serviea. Tho Provincial Gov6l'nment 
has, moreover, undertaken 8. State Transport service- in Calcutta and outskirts 
whose progress should be watched, for it would be an unedifying spectacle to see 
the Provincial Government and local bodies competing with one . another in pa.ss· 
anger transport over the fame route. 

'163. Tramways are of importance only in the three cities of Bombay 
Calcutta and Madras. It is only in Bomha.y that they aro run by the looa.l 
b'Jdy. With the invention of the internal combustion engine, however, the 
tramways are baing superseded by ml)tor omnibuses. The la.tter do not involve 
the maintenance of a permanent trackway and other expensive ancilla.ry equip
ment which the former require a.nd consequently the modern trend is in 
favour of motor bus services. Motor bus transport is being provincia.lised In 
almost all States. The process of provincialisation is describad as the na.tiona· 
lisa.tion of road transport. The scheme generally contempla.tes the setting up 
of statutory Tra.nsport Corporations for the operation of services iu which the 
railways and the Sta.te Governments would be the main part.icipents. Na.tion&· 
lisa.tion of road transport under the control of statutary corporatims in which 
the railways have a financial interest is thus the agreed policy of the India.n 
States. In carrying it out some have gone farther than the others. The 
Go1'ernment of West Benga.l ma.y ba said to aupplemenb , rather 
than compe~ with privata en~pri!ifl ln prcrvidini tnil.-porl tar tb~ · P"'lblfo 
of O&louttt. 
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764:. The Committee are of the view that motor transport c&n be under• 
ta'ken by bigger city municipalities within their local &re:~. with profit. The 
Oummi• tee, however·, are not in favour of motor transport being undertaken by 
rural local bodies. 

765. A suggestion \~as made that the State Government should 'have the 
monopoly of road transport and i~ sh·•uld auction the r1ght to run buse:~ on 
each route and also ti•ning~ to the hit!ha:!t bi lder with necessary safeguard!~ 
and distribute the yield from this s1u·ce am·mg the loc'll bedie::1 over whose 
jurisdiction thAl'e routes lie. The C 1mmittee did not agree to this view on acc1un~ 
of the fact that it would be practic'llly impo;;sible to enforce the safeguards that 
might be necessary ·in the public intere:.t. . ' 

766. As. regards Di~trict Boards and smaller Municipalities, the Committee 
do not agree that they should be entrusted with managing passenger transport 
within their are'l.s: The jurisdictional area. of sma.llt:~r municipalities would not 
be an econom'c unit for such service and the region over which a transport service 
could be run with profit and efficiency would perhaps overl<~.p the territories of 
several local bodies. To get over this d1fficulty a suggestion was made th11.t the 
management of such a. regtonal service ma.y be entrusted to the biggest bcal body 
within the reGion which m'l.y be capable of ma.na.giog it. We dl not accept this 
sugJ'lstion because the choice of this particular local body \"auld require the Gov· 
ernment to make an invidu'Js distinct10n bJtween several local authorities who 
may like to take over the ma.naeement. Nor is it possible, in view of the difficulty 
of seouring harmonious c 1operathn, to entrust the m!l.nagem<Jut of a r~>giona.l 
transport service to a. bJdy cJnsL:~tiog of representatives from diffdrent local auth· 
orities within that region. The Committee, therefore, o&me to the conclusion that 
only bigg<Jr municipalities, which have an e<nnomic &tea. of opera.tiqn as well 
e.s the tina.nces to engage the nece:;sary technical staff and equipmJnt, should 

· be permittei to rna p!losseoger 'transport. In rural area.s pa.ssenger transport 
should be ma.oaged by the State and the net proceeds should be shared by the 
State Government with local bodies over whose roads these services are run. 

767. Another enggestion was made with regard to taking the monopoly 
right of owning cinema thea.tres and the exhibition of films and auctioning that right 
to the highest bidder. But the Committett could not agree to this suggestion . 

. There is, h·1wever, no objection to bc<~.l bJdias owning their own thea.trJs wherever 
'they find it fea.sibla and remunerative. .. 

763. Severall<JOal b Jdies are eng>J.ged ·in the business of generation and 
dlstributi.m of electric energy. Their number, according to the Central Electricity 
Commission, aggrega.ted 5:1: with a total investment of Rs. 887 lakhs as under:-

1. Madras 
2. Bombay 
3. West Bengal 
!. Uttar Pudesh 
5. Punjab 
6. Madhya Pradesh 
7. Centrally administered 
8. State Unions 

Are!Ls 

Number Total investment 

5 
1 
8 
2 
1 
1 
1 

54 

(in lakhs of rupees) 
S4 

l5i6 
1~ 

103 
68 
1 

57 
s --

887 
Though actual figures . of reCeipts !rom· electricity u~derte.kings a.ra not 

ava.IIa.bJe, it is generally . understood that all electricity underta.kinga. &re & sub-
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sta.ntia.l source of profit to looa.l bodies engaged in the generation and/ or distribu· 
ticn of electricity. • · · 

769. In the course of evidence tendered before the Committee it was pointed 
out that a.s a. result of the Electricity (Sup~'ly) Act, 1918, the pre!'ect policy is to 
provincialise the genera.ti.m and distribution of t-lectricity. In order to ascertain 
whether under the Act any option is gtven to municipalities already generating and/ 
or distributing electricity within their limits to continue to do so even after the 
Act c 1m3s into force a.nd what, if any, re;trictions ~:~ore imposed or C'>ntrol exc3rcised 
over them in respect of the a.dmini:~tra.tion and !ina.noe of such underta.king!l, the • 
Central Te~hnical p,)war B •ard ware appr.lached for information. According 
to that Board, th3 Act provides fur the ratiJnalisa.tion of the prnduction.. and 
supply of electricity and geme·a.lly for taking measures conducive to the electrica.l 
development of the States of Iudia. This objective is proposed to be achieved 
by the c mstitttthn of statut lry b 1die3 CJ.lled the State Electricity Bnards which 
will be charged with the duty of promotion the co-ort)inated development of generaL 
tion, supply and di:>tri bution of electricity within tpe State in the m'lst efficient 

. and ecllnomical manner with particul<~.r reference to such development in areas 
not for the time being serve l or adaqutely served by any licences. The B lard 
Will control the activ1ties of all electric supply licences including local authori~y 
lioAocJs and suppl v ale ~tricit v to owr1e rs of the olntrollad statio:1s and those whase 
stations are closed down under the Act. 

770. There is nothing in the Act to debar local b1dies or companies from 
engaging in or continuing to eng'lga in the business of electricity supply. Under 
section 34 of tne Act the B<la.rds are empJweNd to designate any generating station 
situated in a.n area. for which a scheme of the Board is in force as a. 'o mtrolled 
stati ID' and the licencees of such stations will be 'required to generate energy 
under the directions ot the Blard. Section 36 of the Act empowers the Boards, 
to close down any generating statiml in the interest of rationalisatinn in areas 
where b:'l&rds' schem&s arG in force and tbe licenoees of such sta.tions will be given the 
option of receiving bulk supply from the Board:!' system and continuing the work 
uf distribution of electrical energy in their own areas of supply. According to the 
Board the objective of the enactment is to rationalise rather than provincia.lise the 
g'lnera.tion and distribution of electricity and the Act does not contemplate taking 
away the business of electric supply from the iicencees. The Board's experieooo 
has shown that m:1.oy of the electric supply undertakings operated by· local 
authorities have confined their activities in their own boundaries to the detriment 
of the electrical devel,,pment in the surrounding rural areas. The rates of supply 
are invuiably higher than th0se of the privately owned undertakings with the 
result that the electrical development in their areas has been restricted. The 
rates have g<Jnerally bee:1 maintainPd high with a. view to augment revenues to 
finance other activities of the munici,Palities. 

771. Section 58 of the Act empowers the State Electricity Boards or, 
where no Board is constituted, the State Government to direct the amortization 
and t:uiff p1licies of loc1.l authority licencees in such manner as are cansidered 
exp3didnt for th~ purpJ~es of th3 Act. The Act th'3refore, contemplates that loca.I 
authority licenc3es sh1uld utilise any surplus revenues after providing for all 
appropriations und'lr the Sixth S·~h'3dule to the Act for the purp':lBe'l of the Act 
viz. the dave! )pment of supply .a11d distributioQ. of energy and not for financing 
other activities of those authorities. 

772. Under the provisions of the India.n- Electricity Act, 1910 the first 
option of purcha.se of a licencee's under-taking either on revocation of a licenoe or 
at the expiry of its period rests with the loca.l.-authority. _This right has now 
been tr~~Jnsferred to the State Electricity Boa.rds vide seotion 71 of the Eleotri-
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oity (Supply) Act, 1948. Herea.fter, therefore, unleFs the Boards forego their 
right to exercise the option of purchase of licencee's (company) undertaking the 
municipo.lities will not have the opportunity of taking them over. 

773. It will thus he seen that the enforcement of the Electricity (Supply) 
Act, 194q would aeprive the local authorities of the exercise of the first option of 
purchasing an electricity undertaking which the Indian Electricity Act, 1910 
conferrei upon them. Hereafter they would he c!!.ll.ed upon to exercise such au 

_ option only if the Provincial Electricity Board concerned is not interested in 
acquiring an undertaking and not otherwise. This might mean that local bodies 

'will be allowed to excercise an option in the case uf less remunerative schemes 
a.ftezothe cream has been taken away by the Board. 

77 4. Section 58 of the Act also limits the field of utility of profits from the 
undertaking by requiring tba.t they shall not be appropriated for financing activities 
of the local authority other than thoee connected with the development of supply 
and distribution of energy. 

775. The over·all effect of these restrictions is that hereafter the electricity 
undertakings will no longer automatically come into the possession of local 
authorities nor ,.,ill they be a. remunerative source of local revenues as hitherto, 
since the profits from the undertakings cannot be diverted to purposes other than 
the improvement of supply and thus a profitable source of revenue will gradually 
be taken away from the lcca.l authorities. Commenting on the resultant situation, 
the municipal Corporation of Madras observes as under :-

"By the scheme of na.tiona.lisa.tion which the Government ba.ve under· 
taken, income from printe electricity licences by way of licence 
fees and *companies ta.x is lost to the local bodies. The corporation 
provides. all t.he amenities and facilities for the promotion of 
industries a.nd commerce in the city and the sale of ele~tricity would 
entirely depend on the importance of the a.reas, towards which the 
contribution made by the Corporation of Madras a.g the bcal authority 
is very considerable. 'When the Corporation is responsible for tho 
lighting of publio higheays, roads and lanes, parks and other public 
places (the consumption of electricity for which is very considerably 
large) it is but fall that the distribution of electdcity even to the 
private consumers should have been completely handed over to the 
Corporation. In any case Government should pay in respect of all 
such concerns taxes and licence fees which a.re payable had they been 
under private management. Further if the Corporation gets some 
profit out of electricity distribution, the rate·pa.yers wbo are its 
consumers will benefit''. 

776. The Oommittee c1nsider thah even where Provincial Boards are set up 
the financial interests of loc!!.l bodies should not be disregarded. This can be 
ensured by providing that the local bodies engg,ged in the business of generation 
and distribution of electricity continue to do so and have a free hand in the matter 
of utilisation of the net profits of the undertaking. In regard to new schemes, 
however, loca.l bodies competent to run eleotrioity undertakings should be given 
first preference, particularly in regard to retail distribution, subject of course to 
such restrictions as the Provincial Boord ma.y wish to impose. It will ba unrea.son• 
able to expect municipalities to tmdarta.ke this activity unless a reasonable 
margin of profit is assured. to thsrn &nd they are frea to utilise it for genera.! 
purposes. 

• This tax is lovied only by the Uun!dpal Corporation of_ Uadru. 
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CHAPTER XXV 
BORROWINGS 

777. Expenditure incurred by local bodies is of a. two fold Clba.ra.cter :

(i) Expenditure met from the revenues of the year, and 

(ii) Expenditure met from borrowed funds. 

The latter class of expenditure is generally treated as capital expenditure 
which is not taken into account in arriving at the budget surplus. Interel't on the 
debt outstanding bas to be provided for out of revenu~, and instalment for repaying 
the principal also in some cases. E1penditure incurred from borrowed funds may be 
either productive or unproouctive. By the term 'p.roducti,·e expenditure' is meant 
expencliture which after the completion of the project on which it is Incurred, will 
begin to earn Income sufficient to meet the ~orklng'expences as well as interest on 
capital out.lay plus an allowance for depreciation on the fixed assets. In western' 
countriol', local bodies use the power to borrow for unproductive 
schemes also, with the resuH that l"cal indebtedne~s has Rrown to amazing dimen· 
sions. In this country, the pnlicy hitherto followed has been veTy conservative 
and lnan funds ha.ve not been employed, except In ra.re case~, for outlay .of an Un• 
productive character. There is, therefore, no such problem of local indebtedness 
as is found elsewhere. 

'178. Local Authorities Loans Act. The borroWing powers of th Corpo
rations of Bombay, Calcutta. and. Madras are defined in their respective Acts. 
They may borrow for certain purposes and within defin;te limits with the previous_ 
~arction of the State Government .fu each case. The loan requirements of other 
loce.l bodies in most of the States are met by the State Governments from their own 
funds and resort to the open market is discouraged. The procedure for loans to local 
a.utbr1rit.iE>s is go~erned by an aU-India. Act, known as the Local Authoritie~ Loans 
Act, 1914, and rules ma.de thereunder. This is an Act of the Central flo~ern
ment, pasf'od before the transfer of local self·governmenh to provincial govern· 
ments. After the Montagu·Cbelmsford reforms, this Act and the rules framed 
thereunder were adopted by the provincial governments. Though technically, each 
Sta.te Government has its rwn Ach and rules, they are more or less on the linei of 
the Central Act and rules formed by the Central Government for Chief Com
missioners' Provinces. They will, therefore,. be considered collectively in this 
chapter. . -

'179. Loans are generally permitted for water supply and drainage schemes 
or for any other purposes approved by the Sfate Government. In the case of. 
productive schemfls, the rate of interest charged ill generally d% and the term of 
repayment generally varies from twenty to thirty years. The State Government · 
has power under the Act to see that the local body makes proper provision in the 
budget for the repayment of princira.l and the interest of the loan and if it 
finds that adequate proviR:on is not made, it has power to order the Chief Executive 
Authority of the local body to make the payment in question out of local 
funds. The purposes for which borrowed funds can be utilized are enumerated in 
section 3 of the Local Authorities Loa us Act. These are:-

0) the carr}'ing out of any works which~ local body is legally authoris· 
ed to carry-out,_ 

(ii) the giving of. relief and the establishment and ma,lutenance of nUef 
works i.D times of famine or ac&roity. 
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(iii) the prevention of the outbreak or spread of any dangerous epidemio 
disease, -

(iv) any measures which may he connected with or ancillary to any pur 
poses specified in (ii} a.nd (iii), _ · 

(v) the repa.yment of money previously borrowed in a.ccordance 
with law. 

The local a.uthority may not borrow money for any of the purposes ~pacified 
- above unless the work to be carried out is either within the local limits of 

the a.rea suhjPCt to tbecontrol of the local authority or for the benefit of ioha.bita.ntll 
within those limits. 

780. The rate of interest to be charged to local bodies fs n0t mentioned in 
the Act, but the rules framed thereunnder by each State Government providea 
as follows. 

The Central Governm~'mt and Madras rules nrnvide for levy of interest "ah a 
rate aJ!reed upnn", while the Bombay and Madhya. Pradesh rules lay down 
tha.t the "rate of interest will be Rnch as the s~ate Government shall determine.'' 
ThA same is the calla in the Pun)a b. In U tta.r l'radesh the r!lte of interesb 
fs "not Jess than 4!%'' a.nd in Orissa. "not less than 4%". Re!lll.rding overdue instal· 
mente, the rules in all cases provide for the levy of a. penal rate of compound in• 
terest varying from six to ten per cent. as under:-

Madras 7}% 

Utt.ar. Pradesh and Central Government 8% 
Ma.dhha Pradesh 9% 

. Bombay and Punjab 10% 
781. The a hove provisions relate only to Jr,a.ns taken from State Governments. 

The power to decide whether a loan will be raised in the open rnarket or not vests 
in the State Government, If the Government decides that a local body ma.y 
raise 'a loan in the open market, it is generally seen (a) that the term of the loan 
does not exceed 30 years (b) that the amount of the loan does not exceed Rs. 2.5 
lakbs (c) tha.t the rate of interest offered is not unduly attractive and does 
not prejudice the interest of Government security hnlders and (d) that there is 
adequate provision for the repa.yment of interest and principal of the loan. Where 
the amount of the ha.n exceeds Rs. 25 lakhs, the sanction of the Central Govern• 
ment is required by the rnles. 

• 782. Power is ta~en under the rules to ensure that loan funds are applied 
for the purpose for which they have been borrowed, that repayments are promptly 
made a.nd that where provision for a. sinking fund exists the fund is perifldically 
fed a.nd improved. There is a.lso provision for attachment and administration of 
loan funds in case of default. 

783. During the course of evidence, it was p1inted out to us that the procedure 
prescribed for the ~>anction of l()an wa.s very cumbrous and to,.,k a long time. It 
was also represented to us tha.t the rate Qf interest charg'3d wAos unduly high. 
Some local authoritie3 were of the view that the p1riod of repayment should be 
extended from thirty to fnrty yPars. In some C!l.ses they went so far as to say 
that cheaper loans could be obtained on the credit of the local bodies fr•"m the h:al 
market. It was al:!o sta.ted by some municipalities that even though they were 
willing to repayGovernment lna.ns before the due date they were not allowed to 
do so. The Poem& Municioalhy also rai:~ed the point that secmities of local 
bodies should be treated as trustee t>ecurities under section 20 of the Indian 
Trusts Act. 1832, a privilege which at pre~ent is enjoyed by the Corpora.tions of 
13ombay, C~~tlcuttt. a.ncl M~draa t,nd by no other munioip&lity or <liatricb boa~ 

32S 



DORROWINGS-

784. Tho Calcutta.' and the Bombay Corporations have suggested that they 
should be a.llowed facilities for short term loans for ways and means purpose3 
in the eame way as State G~vernments a.re authorised to issue Treasury bills or 
to take wa.y and means advanC9s from the Re;;erve Bank of India... In the memo
randa. sent to us, the Governments of Madras r.nd Uttar Pra.~esh have expressed 
the fallowing views. 

Madras :-The Governm~nt ~hink that the facilities already provided are 
a.dequate. The Government make sufficient provision in their budgets for loans or 
the approximate amounts of loons which local authorities are likely to require 
every year. Thera ie, therefore, no necessity of providing any further facilities. 
The policy of the Government is not to permit local authorities to raise loans in 
the open market ordinarily. Nor is the Government in •favour of starting a. joint 
loan kank of local hodie~. , · 

Uttar Pradesh. Government give loans to meet capital expenditure which 
in the case of unproductive schemes is sanctioned 'only after they are satisfied 
about the revaying capacity of the local body concerned. The rate of interest 
is 41% and the period of repayment is usually thirty years. For productive , 
schemes loans are ordinarily- granted if Government are satisfied that the income 
from the scehme would be sufficient to cover the rapayment charges. Short-term 
interest-free l·ums are given for special schemes as such the 'purchase of trucks in 
connection with the Grow M<lre Food Campaign. Generally loans ar& not gt·anted 
to meet the day-today expenditure on administr~~otion though the Government made 
a provision of Rs. 1 crore in 1948-49 to enable local bodies to implement the re _ _
commendations of the Uttar Pradesh Local Bodies P~~oy Committee. 

785. The oompla.int regarding the oombrousneJs of the existing procedure 
is fairly universal. The representatives o( the Fina.ncs Dap..t.rtment 
or tho ·State Governments concerned, who were examined by us 
did not agree that the prociedure w~~os cumbrous or thJot it , to1k. 
unnecessuily long time to sanction loan applications. They said that the delay 
that took place was g()nerally due to the fa.oli that the application forms were not 
properly filled in and details required for th~ considera.tion of the applications 
were wanting in se\•er~:~.l re3pects. We suggest that the desirability of simpli· 
fica.tion of procedure might be examine 1 so that it ma.y be pJssible to issue final 
orders on a lo!l.n applicatbn \Vithin four months of its receipt by Government. 

7SG. In the present state of the capital ma.rket, the Cantral and the Stats 
Governments themselves are finding great difficulty in carrying out their loan pro
grammes. Even the Bombay CorpJration ·could not get its loan fully subscribed 
hst yeu. In the circumstances, it is doubtfull whether district municipalities 
and dit'trict boa.rds with limited credit and far away from the money market will 
be m1re successful with their loans in the open market. In the United Kingdom 
the borrrowing for most of the smaller county boa.rds is done by the Treasury 
which borrows in its own name and lands out the funds subsequently. In our· 
c:mntry also, the State Government would be in a. position to borrow more cheaply 
on behalf of local bodies. It is, however, p:lssible that the State Governments, 
when arranging their loa.n programme, may not give due donsideration to the loan 
requirements of local bodies. ~It is accordingly desirable on general grounds to 
have a. co-ordinated loan policy in. which the requirements of the Central Govern
ment, the Sta.te Guvernment aud the local bodies should be considered together. 
The R3serve Bank of India at present performs this function to a. limited degre~ 
in the absence of a Cantral L1an Council which exists in some federations, but we 
c!l.nnot say that the interest of local bodies are adequately secured thereby. The 
demands of local bodies for capital projects or a. productive character are great and
it may not_be possible for sometime to come to ma.ke very large fund.o; a.va.ilabl~ 
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for these purposes. Funds should, however, be definitely earmarked for local 
bodies by each State Government and there should be no curtailment of local 
borrowing programmes so loog as they are intended for productive schemes. Un
less this is done we see no possibility of local bodies giving piped water supply 
and underground drainage which a.re so badly needed. · · 

787. We support the request made by the Calcutta. and Bllmba.y Corpora.· 
tiona for the amendment of their respective Acts to allow them to receive ways and 
mea.ns 11odvances repayable within the year from their respective Banks with which 
they keep their account on much the same lines and subject to the same conditions 
on which the State Governments receive such advances from the Reserve Bank. 
\Vith regard to other local bodies they should also be in a position to receive such 
advances either from the Ba.nk in which Government has permitted them to keep 
their account, or if they keep their fucds in the Government Treasury, from the 
Government itself, on the same lines and subject to the same conditions as for City 
Corporations. 

... . 
783. We ue satisfied that the rate of interest paid by local bodies on 

Governm;mt loans is lower than that they would have to pay in the open market, 
but even so it seams to us that that the rate of interest to be charged to local 
bodies on Governmenfdoans should not be more than 1/4% over the rate of in
terest paid by the State GJvernmeat on its own loan, for the year in question 4!7~ 
seems to us much too high when Government generally borrows at 3 or 3! per 
cent. The period of repayment in the case of productive schemes may well be 
extended from thirty to forty yea!'s. 

789. If a. local body is able Cl' '?:illing to repay a. Government loan earlier 
than tho due date it should be encouraged to do so, particularly in the present 
conditions when the money market is not able to give all the funds whcih Govern· 
ment wishes to raise from it. 

790. Position of securities of local bodies as trustee securities. With 
regard to trustee securities the position at present is a.s follows. Urder section 
20 of the Indian Trusts Act, 188:1 (vide Appendix VIII) securities issued by the 
Central a.nd State G.Jvernments, securitie!'l the principal and interest on which 
have been fully and unconditionally guaranteed by these Governments, a.nd secu· 
rities issued by the municipal C'JrpJra.tions and port trusts in the presidency towns 
of Bomb!Ly, Calcutta. and Madras, are classed as trustee securities in wrich trustees 
mly invest their funds. In addition, first mortgages of immovable property 
situated in what wu prdviously known as 'British India.' _!Lnd shares of the Indus· 
trial Financial Corporation are also deemed as trustee securities. 

The loa.ns of local bod other tha.n those in the presidency towns do not 
fall under to categJry enumerated above a.Gd as such are not trustee securities. 
Owing to this fact, the market for the sale of securities of loca.l bodies is limited 
and the ra.te of interest which local bodies have to pay on their loans is higher 
than it would be if their securities were classed as trustee securities. 

In support of their demand local bodies pointed out to us that no loan ca.n be 
raised by any local b'Jdy without the previous sanction of the State Government 
concerned. In giving such sanction, the Government satisfies its~IC ~eguding .the 
object of th'3 loan and the capacity of the loca.l body to repay 1t lD the t1me 
and manner fixed in the loan satisfica.tion. In case of default, Government a.lso 
have power to attach the funds of the local bodies concerned. 

791. We referred this p0int to the Reserve Ba.nk of India. a.nd enquired whether 
it had a.ny objection to !'ecurities of local bodies being classed as trustee securities 
and if so which local bodies might be included in this cate~ory. In its reply the 
Reserve· Ba.nk says that it is not in fa.votlt' of an amendment of the Trusts Act or 
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the Local authorities Loans Act or the· promotion of a.ny other enactment to in· 
clutle debentures, bonds or other IJans of lucal bodies in the category of trustee 
securities. It is of the view that if the Government of any particular State decides 
to bring the debentures or bonds of individual local bodies under the category of 
trustees securities it should do so by guaranteeing the principal and ivterest of 
such loans. In the Bank's opinion such precautions as Government's previous 
sanction, creation of sinking funds, etc., are yot sufficient or adequate to justify gua
rantee by the' Gover~ment or to make the loans trustee securities. Once the prin
ciple of guaranteeing loans of local bodies i~ accepted, it will become difficult to 
resist -demands by various units, while at the same time State Governments may 
not be in a position to undertake heavy commitments.· Further, the prevalence of 
securities of a large num her of local bodies as trustee securities may adversely 
affect the character of gilt-edged securities, which should be avoided. 

792. In view of the above opinion by the Reserve Bank of India, we 
find it difficult to suggest that securities of local bodies generaiiy should be 
classed as trustee securities. Local bodies ar~ stars of varying magnitude, 
some big and som9 very small indeed. At the time the Indian Trusts Act was 
passed, there were very few c!ties in the country, and the presidency towns 
of Bombay, Calcu~ta and M!!.aras bad no rivals worth speaking of. Since 
then urbanisation has been rapid and many local bodies in the cities have 

· attained a p1sition which in p1int of fina.,cial transacti ms and financial credit 
would c1mpare favourably with the fioancial credit and the financial transactions 
of the Corporations of Bombay, Calcutta and Madras in 1882. We do not 
support the vie\V that the State Governments should guarantee the principal and 
the interest of loans of even the bigger municipalities or district boards. Even 
at pre3ent, the lo!1.ns of the presidency corp Jratwns of Bombay, Calcutta and 
Madras are not guaranteed by their State Governments. In our view an amend· 
mont of section 20 of the Indian Trusts Act so as to include local bodies in the 
bigger cities like Puona, Ahmed,abad, Delhi, Lucknow etc., would be more 
feasible. 

793. Municipal Banks. Some witne;;ses suggested the running ef muni
cipal banks by the bigger municipalities. They said, inter alia, that if municipa.l 
ba.nks were formed, lo~l bodies W.Juld be able to get loans on cheaper terms 
than at present. 

The arguments in favour of a municjpal bank are :- . 
(i) It may increase thrift. 

{ii) It may assist municipal finances. It would make possible • 
ready supply of capital to the local authority and avoid 
anxieties and incidental expenses of raising a loan. This 
may also help the local authorities to leave the money market 
free to industries to take advantage of cheap money. 

(iii) It would encourage citizens to build houses of their own., 
The preamble to the Birmingham Bank Act styles it as a. 
"Savings and Housing Bank''. 

The argumdnts generally advanced against such a bank are enumerated 
below=-

{i) Generally there exist adequate facilities for the encourage
ment and fullest exarcise of thrift and hence there is no
need for a Peparate municipal bank. 

(ii) Funds of a municipal bank wuuld be locked up in long term 
development projects while its liability to its constituent. 

331 



CHAPTER X:XV 

depositors would be to pay on demand. In the event of 
an emergency if the Bank were to rely on other joint-stock 
ba.nks, this may not only strain their resources but ma.y 
even jeopardise their operations by adverse rumours. As 
rega.rda its adv!Lnces to the municipality, their repayment 
would depend on the collection· of rates; the emergency, 
however, cannot wait till they are collected, To avoid this, 
if the Bank were to hold larger cash reserve and investments 

'in. trea.SUI,'Y -bills and other readily marketable securities, 
the loanable balance left over will be meagre. The Tre
asury. Committee* thought in this, oonnection that all the 
same the difficulties' could be mitig'!.tod by severe restrictions 
on the investment of funds and concluded that "while the 
risk. of any pa.rtlcular Municipal Savings Bank becoming 
seriously embarrassed may not be a. high one the risk that 
one or other of them might is not negligible; that 
if it did the C.)nsequences might be serious and that quite 
apart from the the actual difficulties of particular bankR 
mere possibility of such difficulties arising would tend 
to we'!.ken the gJneral credit st'ructure and to increase the 
strain upon it in times of stress." 

(iii)· A savings bank is essentially a. bank liable for its deposita 
at call, for the small depositors~ needs may be urgent. 

(iv T The encouragement of thrift, though desirable, is ·not one of 
the duties of_ a municipality. 

(v) The municipal executive are already overburdened with· 
duties. Ba.nking is a specialised business and it will be very 
difficult for them to undertake it under the trammels of 
the Municipal Act. 

794. Establishment of municipal banks by individual municipalities, ex
cept perhaps by big city corporations, does not appear to us practiceable. We, 
however, feel that a single municipal bank for each State would have a better 
chance of succeSfl than the hankg run by individual municipalities. Such a bank in 
which the local bodies may invest their surplus funds and provident funds _a.nd which 
would advance them shorh-term or lang-term loads is likely to prove CJf benefit to 
local bodies. The State Government should, however, continue to exereise its 
powers under the Local Authorities Loans Act in regard to the Ea.nctioning 
of such loans to be advanced by the bank to the local authorities. This control 
:of State Government is necessary in order to safeguard the interests of the 
ratepayers and employees of local bodies and other investors. 

• (A Comnittee was aJ>pointed by the British Treasury in 1917 to inquire into 
the whole question of municipal banking It reported that with the excepti.m of the 
Bimlngham Municipal Bank, all other attempts in Great Britain to start Munidp!il 
Banking proved a failure.) 
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AUDIT . 
795. Audit performs in the financi&l fiela the-same functions as the police 

in the maintenance of law and order. So far as- receipts are concerned, its main_ 
duty is to see that all amounts receivable are duly 'reCeived, credited to the proper 
bead of account and lodged in the nearest< Government-· Treasury. As rega.rda 
expenditure, its main duty is to see that no amounts are paid without proper 
authority and provision of funds in the budget. It is primarily ooncerned 
with regularity and only very indireetly with economy. For economy in ad· 
ministra.tion, the executive1 is primarily responsible. • • · . 

796. Prior to the introduction of the Montagu Chelmsford • Reforms, the 
audit of local funds accounts was the responsibility of the Provincial Account· 
ant-General. With the introduction of dia.rchy in the Provinces, local fund 
audit was made a. Provincial subject and Provincial Governmetns were free 
to make such arrangements for this audit as they pleased .. In consequence 
of this, certain Provincial Governments like Madras,- U. P. and Punjab, chose 
to ta.ke local fund audit undar their own control and the Accountant-General 
of the Province caa.sed to bs resprnsibb for this audit. Other Provincial 
Governments preferred to lot loCa.l fund audit remain with the Provinci&l 
Accounta.nt-Gonera.l. Wbere the latter arrangement prevails, tbe expenditure on 
local fund audit is borne by the .Provincial Gayernment and not by the Centr&l 
Governmeot as in th'3 ca.se of audit of Provincial accounts. This dual arrange
meLt continues to this day. 

797. ln spite of this du!llity i~ the control of loca.l fund audit, the functions 
performed by audit, \vith which almie we are concerned, are more or less the same. 
The Bombay C0rpora.tiou is perhaps the only local body which makes its own 
arra.ngem:mts for the audit of its accounts and has its own auditor. In all other 
cases the appointm:mt of the audito_rs is made by the State Gl)vernment. This 
respomibility is usual!y entrusted to the Examiner of Lo::al Fund Accounts, who 
as has b"en stated abJve, is in soma States directly under the control of the State 
Government and in others under the control of the Accountant.General. The 
organization of the L~ea.l Fund Audit Department is not the same throughout 
the country but that is mt a matter with which - we are concerned. In a 
fow City Municipalities there is c mcurrent audit. i. e. no p!l.yment is made 
unttl it is p1.ssed by the &ud1tor. In re1,'1.rd to other local bodies, which con
stitute the vast m!l.j Jrity, post audit is applied. All the transactions of the 
year are not audited ; there is only a test audit of two mouths, transactions. 
This post audit is applied after the anrrqa.I accounts are cnmpleted and 
decla!'ed to be ready for audit, which hkes generally six to 
eight mJnths frum the expiry o( the year to which they relate. It may 
thus happen that many transactions may escape audi6 scrutiny altogether and 
even those to 'vhich such o. scrutiny may be applied may be more or less ancient 
history in the senss that the tra.nsa.cthns may have t!.ken place about sixteen 
to eighteen m·Jnths before and tb~ psrs'1ns respousi ble for th0se transactions 
may have ceased to ba in office at the time of audit. The audis applied to 
receipts is not as thoNugh and detailed as that applied to expenditure. 

798. There is no arrangement except in the bigger municipalities for inter
nal audit. There is au a.ccounh branch, which is mostly concerned with tbe 
receiving of ~sh and tnlloking of payments. There is no check of the receipts and 
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payments by Soma authority, '\Vhich is not COncerned with the actual handling of 
cash. In essence. the entire responsibility for such audit, as is applied, is left to 
the external agency of the Examiner of Local Fund Accounts. 

799. We have suggested in another chapter that there should be a properly 
qualified Accountant in each local body •. In addition to that there must, in the 
major municipalities, be an internal audit staff, paid for by the local body, which 
should be responsible for the initial audit of all transactions of receipts and payments. 
No payments should be made nntil the internal auditor has passed it and all amounts 
receivable should be checked against the demand' and submitted to the internal 

· audit staff before a receipt is given therefor. After accounts for the month have 
bean compiled, they should be submitted by the Accountant to the internal auditor 
and his signature obtained thereon. 

800. It is possible tbat in soma of the smaller loc!l.l bodies, there may not 
be enough work for a whole time internal auditor. In such cases the arrangement 
might be made for an entire district. The only difference will be that whereas in 
the case of internal auditors employed for a single local body, all transactions will 
be pra·audited, iri the case of othe~s. where such arrangements are pooled for the 
entire district, only payments and receipts at headquarters will be pre·audited 
and the transactions of all other local bodies within the unit (not at headquarters) 
will have to be post-audited in very much the same manner as payments made by 
District Treasuries at places other than Provincial headquaters are audited in 
the office of the Accountant-General. That is to say, a monthly list of payments 
and receipts will have to be submitted by the non·h~adquarter local bodies to the 
District Internal Auditor and be will be required to audit them within a period of 
thirty days !rom the date of their receipt. All objections 'Which the internal 
auditor may raise on the accounts will be referred to the accounting staff of the 
local body and'unless they are settled within a prescribed period they will have to 
be put before the Mu._nicipal Council or the District Board for final disposal. 
Copies of all orders passed on points of dispute between the internal auditor and 
the accounting staff of the local body should invariably be sent to the Examiner 
of Local Fund Accounts. Each local body within the pool may be required to pay 
for the cost of the internal audit staff in proportion to the size of its financial 
transactions. Administrative control over the district internal audit staff should 
vest with the Examiner of Local Fund Accounts of the State. The position 
of local bodies in this matter would be analogous to that of the State Government 
in regind to Divisional Accountants serving in the offices of Executive Engineers 
in the State P. W. D. Divisional Accountants conduct internal audit and are paid 
out of State revenues, but they are under the Administrative control of the Accoun
tant-General, who is a Central Governmrnt officer and is under the control not of 
the State Government but of the Auditor Ganeral. 

801. The arrangement suggested above for internal audit will in no way 
diminish the rebponsibility of the Examiner of Local Fund Accounts for the audit 
which he is required to conduct under present arrangements. He will not be bound 
,by any orders which the local bodies may have passed on the objections rai~ed by 
the internal audit staff. He will be free to raise any point which may strike him 
in the course of audit, irrespective of the fact that the same ground bas been 
covered by the internal audit staff already. The only difference will be that 
whereas under the existing arrangements ten months' receipts and payments are 
generally not checked at all and the audit is applied several months after the trans
actions have occurred, under the proposed arrangement, no financial transaction 
will escape scrutiny by the internal audit agency and irregularities will be pre
vented in most cases and there will be fewer disputes regarding the settlement of 
audit objections. Under the existing system months, and sometimes years, elapse 
b~fore the audit notes are finally disposed of. 
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802. With the setting up of an internal audit machinery suggested above, 
we consider that local bodies should be relieved of the liability to contribute 
to the cost of the audit staff of the Examiner of Local Fund Accounts, where such 
liability exists. We understand that the position in regard to this matter is not uni· 
form in all the States. In some States local bodies do not pay anything towards the 
cost of audit by the Examiner but in others the entire cost is recovered in accord· 
ance with a prescribed formula. and the Examiner of Local Fund Accounts, though 
paid for nominally from provincial funds, is really paid for by the local bodies as 
a whole and is not a charge on Provincial funds at all. Local bodies would then 
be placed as regards audit in the same position as the State Government. As has 
been p:linted out abova the State Government does not pay anything towards the 
cost of audit of the provincial accounts and bas no control over the Staff employed 
by the audit Department. ' 

803. Duriug the course of evidence, we were informed that the audit applied 
by the Examiner of Local Fund Accounts is mostly of·. a technical nature and does 
not deal with points of substance affecting the finances of local bodies. We consider 
that it is essential that the Examiner of Local Fund Accounts should regard himtlelf 
not only as an auditor but also as a financial advisor of the local bodies whose 
accounts be audits. At present the staff at his disposal is not adequate for the 
performance of this task, but with the addition of an internal audit staff, he should 
be in a better position to act in a dual capacity -as an auditor and as a financial 
advisor. For instance, he should be responsible for the checking of all assessment 
lists and collections against assessment and should prominently bring to notice cases 
where the collections fall below a prescribed minimum. 

804. Surcharge. With the arrangements proposed above, there will, per
haps be no necessity for the exercise of the power of surcharge, which in some 
States vests in the auditor at present. The power to surcharge plays an im
portant part in the maintenance of finatroial order. In England all District Auditors 
have such power and appeals against their orders lie to the Minister of Health. 
In this country the power to surcharge does not exist uniformly in relation to all 
local badies. For instance, in the City of Bombay Municipal Act and also in the 
Bomh11.y Provincial Municipal Corporations Ac~ there is no power of surcharge and 
the Municipal Auditor, who· is appointed by the Corporation, is not expected 
to quebtion any order passed on his report by the Corporation, which is the final 
disposing authority. In relation to municipalities in West Bengal, there is no 
power of surcharge at all. In certain states like Madras, Bihar, Orissa and Assam, 
the Examiner of Local Fund Accounts has the power of surcharging every payment 
which is contrary to. law or the amount of any deficiency or loss which ap
pears to have been caused by the negligence or misconduct of any person and the 
am:mnt of any sum which ought to have been brought into account by any person 
but is not so brought. Appeals against his orders lie to the State Government. 
In other States, like Utta.r Pradesh, Madhya. :Praiesh and Bombay, the Examiner ' 
only gives a certifcate of surcharw~. which is transmitted •to the Commissioner 
of the Division or the State Government, who alone have the power of the ordering 
a surcharge. 

805. There is provision in Calcutta 1\funicip!!.l Ach, 1923 for surcharge, 
but, we were informed that that provision has been rendered more or less nuga
tory by a. ruling given hy the Ad,•ocate-General or Bengal, under which the auditor 
is precluded from surcharging any sub-ordinate of the Corporation. Section 123-B of 
the Act runs as follows :-

"123· B ( 1) The auditors, after giving the person concerned au up· 
portunity to submit .• an explanation, and after considering any euch 
explanation, shall diEallow every item of account contrary to law, and 
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surcharge the same on the person making or authorising the making 
of the illegal payment, and shall charge against any person ac· 
counting the amount of any deficiency or loss incurred by the negli
gence or misconduct of that person, or of any sum which ought 
to have been but is not brought into a.ccot.mt by that person, and shall 
iu. every· such c11ose certify the amount due from such person. 

(2} Any Councillor, Alderman, or member of a Committee pre· 
sent at a meeting at which a. motion or a resolution is rassed autho
rising expenditure which is subsequently disallowed under this section 
or authorising a.oy action which leads to expenditure afterwards 
so disallowed, shall be deemed to be a person authorising the illegal 

·payment if he votes for such motion or resolution, and all per· 
sons so voting sh"ll be held jointly and severally responsible for the 
expenditure. 

(3), The auditors shall state in writing their reasons for every 
disallowance, ~ ::mrcharge or charge made -by them and shall serve 
in the manner prescribed by the Provincial Government. 

(4) The Provincial Government may, of their O\Vn motion, with
in one year after receiving the copy of the certificate, set a3ide or 
modify any disallowance, surcharge or charge, and ·any certificate in 
respect thereof, made by the auditors.'' 

886. Sub-section 11) of this section bas, we understand, been interpreted by 
-the Advocate General of Bengal to the effect that so far as an item contrary to law 
i:~ concerned, the auditor can surcharge the f:ame on the person making or 
authorising tlie making of the illegal payment. So far as charging again&t any "per
son accounting'' the amount of any less or deficiency incurred by. the negli· 
gence or miscont1uct of that person or of any sum which ought to have been but is 
not brought into account by that person is concerned, no subordinate employee 
of the Corporation, who is merely acting in an executive or judicial capacity and 
who is not concerned with the accounts a.t all ean be surcharged. The "per· 
son accounting" is the Curporation itself and not any such subordinate officer. 

807. Illegal-expenditure can be surcharged aga:iu.st any employees. · Loss 
due to wasteful expenditure is not liable to be surcharged so long as the expendi· 
ture is authoriEed by a person competent to sanction it. The person ordering 
the payment would, practically, in no case be the "person accounting" as interpret
ed by the Advocate·General and the ''parson accounting'' has to include the 
sum in his accounts so long as there is a valid authority fot the item. No sur
charge proceedings are initiated by auditors in such cases. 

~808. In relation to th'3 a.udit of revenue, loss or deficiency entailed by uder
statiog the demand, for instance, illegal omissions in assessing rate3, taxes, 
fees, rents, etc., or illegal reductions in the same are not surchargeable. Similarly, 
loss or deficiency due to short recovery of demand including illegal remissions 
is also not surchargeable. The only surcharge that is permissible in relation t(} 
revenue is that arising from short crediting of money actually realised or defalca· 
tions. This JY.l3ition is very anomalous and oxists in relation to no other 
local body in the country. 

809. We are of the opinion that the provision for surcharge is a healthy one 
and should exist in relation to aU local bodies. Evan the City of London Corpora
tion is not exempt from s.urcharge. The District Auditor appointed by the Ministry 
of Health to audit the poor rate has the power to disallow every item which is 
contrary to law and to surcharge the amount of any expenditure disallowed upon 
the parson responsible for incurring or authorising the exrenditure. There is & 
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right of appeal against his decision to the High Court where the decision relates 
to a.n item exceeding £500 and in any other case either to the High Court or tD 
the Minister of Health. We sse no reasoa why any local body should be exgmpt 
from surcharge merely because of the size of its financial transactions. Wrong• 
fulactioa is wrongful action wh:3rever it occurs irrespective of the status of th~t 
loca.l b()dy and should be subject to the sams deterrent action. Where statu· 
tory pJwer to incur expenditure or reoover dues vests in au exeautive authority 
or a subordiaa.ts o(IL,ar acting undJr dale:J~tel au~hJrity the executive autho-
rity or the subordinate officer a.lone should be liable to surcharge. 1 

810" In regard to the authority in whom the pJwar to surcharge should :vest, 
we understand that the Auditor General of India, in so far as he is responsibl& 
for the audit of lvoa.l fund accounts, has bean CJosistently refu3ing to ta.ke over 
the function of issuing certificate:~ of surcharge. The audit Dapartman~ seems 
to be of the vie.v that the power of surcharge should be mJre properly exeroised 
by the Commissioners of Divisions. Against the order of the Commissioner or 
any other executive authority vested with this powet.the law ,should provide for a.n 
appeal to the State Government or to the Courts. 

811. The surcharge should be against any person through whose negligence · 
or wrongful action such liability has occured, whether he is an employee of th& 
local body or a member voting for lthat particular item in a meeting of the local 
body itself. Surcharge should be in respsct of the following:-

(a) Where expenditure has been ino~rred in oontraven!iion of the prg· 
visions of the Act or of .the rules or regulations made thereunder; 

(b) Where any sum due to the board ha.s bAen remitted in costra.· 
vention of the Act_ or the rules or .regulations made thereunder; 

. (c) Where the loss ha.s been caused to the board by neglect t() 
realise its dues; • · 

(d) Whare loss has be~n caused to the funds or other property of th& 
board on account of want of reaBOnable care for the pustod,y of such 
money or property •• 



CHAPTER XXVII 
BUDGETS 

I 
312. Every local body is required under the Act, governing its consti

tution, to prepare a. budget estimate of its receipts and expenditure and to sea 
that it is sanctioned in good time before the commencement of the financial year 
to which it re!ates. Unless this is done, there will be no authority for meeting 
the expenditure which will neces~arily be incurred fnr carrying on the work. 
Except for the City Corporations, the form in which the budget estimate is pre
pared is determined by the State Government, but the power to sa.nction the 
budget is vested in some cases, in the local bodies concerned, and m others in an 
offcer of the State Gevern•.nent or the State Government itself. The authority 
which sanctions the budget is also the authority which sanctions the revised or 
supplementary estimates. It is irregular to incur expenditure for which no funds 
have been allotted. It is equally irregular to incur expenditure on any item in 
excess of the funds provided therefor. At the same time, mere provision of funds 
is no authority for incurring an expenditure, if the expenditure in question 
requires the sanction of hi~her a.uthority. All tiollotments made in the budget 
lapse at the end of the year and no part of any aJiotment remaining unexpended 
at the end of the year can be reserved or appropriated by transfer to deposits 
or any other bead or drawn in order to avoid lapse for disbursement after the 
end of the year. In almost avery Act there is a statement of purposes to which 
local funds may be applied. These purposes are closely related to the fnuctions 
entrusted to the local body. - Any application of funds outside the purposes speci
fied in the statute is irregular and may render the members voting for it liable 
to Sllrcha.rge. In regard to works xependiture, pL~oas and estimates have to be 
prepared by the local body anci submitted to the State Government for 'technical 
sanction' I when they are in excess of a. prescribed amount. The prescribed 
amount and the authority which sanctions such plans and estimates vary acc1rding 
to the rules issued by each State Government. Similarly, the terms and con· 
ditions of service of certain classes of officers, such as chief executive officer, 
secretary, engineer, health officer\ etc., are eithe.L' laid down in the constituent 
Acts or prescribed by th9 State Govern:nent under statutory authority and no changa 
Gan be made therein by the local body. In recent years grants for dearness allowance 
to employees of local bodies have been m:~.de by the St.ate Government and no change 
in their terms and conditions can be made by any local body. In respect of esti• 
mates under education, public health, me·lical relief and cOmmunications, local 
boJie3 (other than City Corporatiom;) are sometimes required to consult the res
pective heads of deputmeots of the State Government before finally passing 
the budget. In soma States, there is the system of requiring local bodies to 
devot3 fixed portions of their revenue to particular objects, apart from Govern
ment grants gtven for spaeific purposes. Subject to these- reservations, local bodies 
have a free band in preparing their budgets and allotting fund!:'. 

Power to sancticn budget~. The position in each State as regards the 
preparation and sanction of budgets is described below :-

MADRAS 
813. (1) City of Madras Municipal Corporation. The Municipal 

Commissioner ha.'l to submit bv the 15th January each year to the Standing 
Committee on Taxation and Finance a detaile1 estimate of income and ex· 
penditure for the ensuing year. This Committee is not specifically men
tioned in the Act, but is consfituted under the general power to appoint Stan-ling 
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Committeees under section 19 of the Act. With this estimate the Municipal Com
missioner submits his proposals for fresh taxation or raising of loans, if consi· 
dared necessary. In scrutinising tbe budget, the Standing Committee is required 
to sea that provision is made for the payments as they fall due of all instalments. 
of principal and interest for which the Corporation may be liable on account of 
loans. It has also to allow for a. cash balance at the end of the year of not less 
than Rs, 1,50,000 under the General Account-Revenue. The budget as approved 
by the Standing Committee is submtited to the Corporation by the first week of 
hla.rch. The Corporation may adopt the budget as submitted or revise it in such 
manner as it deems fit. A copy of the sanctioned budget has to be submitted to tblt 
State Government. 

(2) District Municipalities. The Municipal Commissioner prepares the budget 
beCore Dacember 6,J.Ch yea.r and submits it to the Standing Finance Committee, wihch 
is constituted in most of the municipalities. After security by the Standing Committee, 
the budget is ~:>ubmitted to the municipal council. The" Council is required to submit 
a copy of the Fanctioned budget to the State Governme:t;J.t before a. fixed date. Th1t 
budget has to contain provision adequate in the opinion of the State Government for 
(a.) the due discharge of liabilities in respect of loans contracted by the munici
pa.lity; and (b) the ma.inten!l.nce of working balance of not less than 5% of the esti• 
mated receipts of the year excluding those from endowment!!, government grants and 
debt heads. The State Government has the power to modify any part of the budget 
so as to ensure that due provision is made for the purposes mentioned above. · 

Subject to the above reservations, the municip&l council has power to ~auc
tion the budget. The same remarks apply to sanction in respect of revised of supple
montary estimates. They may accord sanction to such estimates provided no al
teration is made without the consent of tho State Government in the amount 
allotted for the service of debt or in tl:ie working balance. 

(3) District Boards. The President of a district board is required to 
frame and place before the board by a. fixed date a. budget showing the probable 
receipts and expenditure during the following year. The district board has power 
to sanction the budget with such modifications, if any, as it thinks fit. Budgets 
of pa.nchayats (within the district) after being sanctioned have to be submitted t() 
the district board. If such budget fails to provide for the,maintena.nce of the pres· 
cri bed working balance the district board may direct that· any part of such budge~ 
shall be so modified as to ensure that such provision is made. 

The district board is required to submit by a. fixed date a consolidated bud
get for itself and all the pa.nchayats within the distrist. If such consolidated 
budget fails-to provide for the due discharge of all the liabilities in respect of loans 
contracted by the district board or for the maintenance of the prescribed working 
balance, the State Government may direct tha.t any part of the budget shall be so 
modified as to ensure th<~.t such provision is made. Sanction to supplementary or· 
revised estimates is subject to the same conditions as in respect of the original 
budget estimate. 

BOMBAY 

814. (1) City of Bombay Municipal Corporotion. The Municipal 
Commissioner ha.~> lio submit the budget by the lOth November to the standing 
Committee together with a. statement of proposals regarding fresh ta.xa.tion or rais
ing of loans, if cosnidered necessary. This Committee is referred to in section 
4 of the Act as one of the 'authorities' charged with ca.rcying out the provisions of. 
the Act and has important functions and powers in the field of taxation and 
finance. Under section 126 it is form1lly responsible for the preparation of budget.. 
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estimates, even though the spade work is done by the Municipal Commissioner. 
In preparing the budget it is r.}quired :-

(a) to provide forth~ paymen~, as they fall due, of all sums and o£ all inst!!.l• 
ments o£ principal and interest for which the Corporation may be lia.bl~ ; 

(b) to allow for a. cash balance at the end of the year of not less than Rs. 
llakh. -

The budget, as prepared by the Standing Committee, is submitted to the 
Corporation which may adopt it or revise it in such manner as it may think fit. 
While dealing with the budget, the Corporation is required to fully provide for 
each of the matters specified ii! (a.) and {b) above. 

{2) Other Municipalities. Municipalities in Bombay have the power to 
sanction their budgets without the intervention of any external authority. 

(2) District Boards. The form of the budget for district boards is fixed 
by tba State Government which also fixes the data by which the budget bas to be 
prepared. The district board has power to approve the budget subject to ~be 
following conditions :-

(a) Thera must be provision ot a closing bala.n~e of not less than Rs. 5,000/• 
a.t the end of the year, and {b) plans and estimates for works exceeding a certain 
amount should be approved either by a Government Engineer or by the Dislirict 
Local Board Engineer appointed with the approval of .tho State Government. 

A copy of the budget a.s finally approved has to be forwarded-to the Collector 
(){ the District or such other officer a.s may be nominated by Government in this 
behalf. Except in case of pressing emergency no expenditure may be incurred 
unless provision therefor is included in the budget.. If any sum is expended in a 
pressing emergency, the circumstances ba.va to be communicated forthwith to tha · 
Collector of the District with an explanation of the manner in which it is proposed 
to cover such extra. expenditure. 

WEST BENGAL 
815. (1) Calcutta Municipal Corporation. The Chief Executive Officer 

bas to prepare the budget by the lOth February and lay it before the Corporation. 
The Corporation is required te fee that adequate provision is made for the service 
of debt and for a minimum closing balance of not less than Rs. 6 lakhs. Subject 
to these two considerations the Corporation bas full power to deal wi~h the budget 
as it deems fit. 

(2) Other Municipalities. EYery municipality is required to prepare a 
budget at leas It t.wo months before the close of the financial year. In fr3ming the 
budget, it is obligatory on the part of the municipality to make due provision for 
the maintenance of such minimum closing balance as the State Government may by 
order prescribe and for the service of loans. The power to sanction the budget 
vests in the municipality but a. copy bas to be submitted to the State Government 
()r to such officer or officers as the State Govennment may uirect. Where in the 

• opinion of the 8ta.te Government the condition of indebtedness of any munici~'a.Iity 
so requires, the Government may by order declare that such is the case and direct 
that the budget of such municipality shall b9 subject to the li&nction of the State 
Government or of an officer nomln~~oted by it. 

(3) District Boards. Every district board is required to submit the 
budget by a. prescribed date to the District Ma~istrate for transmission to the 
Commissioner of the Division. The District Magistrate, when he is not the chair· 
man of the board, is empowered to signify in writing to the board, his approval or~ 

· disapproval of the budget. When he disapproves of the budget on the ground 
that the expenditure· on salaries, works or other objects proposed therein appears 
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to be insufficient or excessive or that any particula.rs contained therein appear to 
be erroneous, defective or improper, he has to state the nature of his objection. 
The board sh&ll then consider his objection and may modify the budget or signif~ 
its reasons for adhering to its original budget. In the lattt~r cl\se the budget hu 
to be transmitted to the Commissioner who may deal with it as he thinks fit. The 
only restriction is that the Commissioner shall not make without the consent of 
the distric~ b:>ud any alteration which ma.y have the effect of raising the total of·: 
the budget above the total sum estimated to be at the disposal of the district board. 
for expenditure durin~ the fiuancia.l yeu. It is also provided that every resolu
tion p!!ossed by a. district board without the assent of the Chairman iu rega.rd to· 
matters concerning expenditure not cwered by the currimt budget shall be sub-
mitted to the Commissioner for approval. · 

UTTAR PRADESH 

816. (1) Municipalities. A m~nioipa.l board has power· to sanction the 
budget but has to submit a. copy to th'l State Government or to such officer as the 
St!J.te G:>vornm 3nt m ~y by ordor direct in thi~ b31ia.lf. The board ha.s also the · 
pJwer to va.ry or alter th'!l s:J.notioned buig1t from timl ta time, as circumstances 
ID!!.Y render de,;ira.bla. Ia framing tb.e budget the board has to provide for the· 
ma.intenancs of such minimum closing bal!lonce as the State Government may pres• 
criba. Where in the opinion of Government, the oJndition of indebtness of any 
board is such as to make the c:mtrol of Government over its budget desirable, the 
State Government m'l.y by order declare that such is tbe case and direct that the 
budget of such bJa.rd sha.ll be subject to the sanation of the State Government or 
of the Commissioner and that the power to vary or altar the budget shall be sub-
ject to conditions to be prescribed by rule. The Boa.rd is prohibited from spending 
money in excess of. the B!Jonctioned buqget without m!Lking provision for such cases 
by variation or a.Iteration of the b'udget. Finance Committees have been consti
tuted in certain municipalities in Uttar Pradesh and are entrusted with the pre
paration of annual and revised budgets aud to allot funds within the sanctioned 
budget estim'l.tes for expenditure under the various heads. 

(2) District Boards. The duty of preparing the budget is placed on the
Executive Committee which is a statutory committee of the district board and is 
entru'3ted with financial as well as administrative powers uqder the District· 
Boards Act. In framing the budget the Committee is required to provide for 
the prescribed minimum closing balance. The budget as prepared by the 
Committee is placed before the district board which has the power to pass the _ 
budget as a whole or modify it by omitting or reducing any items of expenditure 
or reject the budget as a whole. The board does not seem to havQ any power to 
increase & provision made by the Executive Committee. When the budget has 
been modified or rejected it is seat back to the C:Jmmittee for consider&tion. If 
the Committee accepts the decision of the district board, the budget as so modified 
is deemed to have baen passed. But if the Committee does not accept the board's 
decision, it places either the original or a.n amended budget before the bo&rd for 
fresh consideration. The bo!Lrd has the power either to pass it as a whole or 
reject it but not to modify any p:uticular item. In case the board rejects the budget 
as a. whole, the President is required to submit the m!lttter for the orders of 
of, the State G.lvernment. Tbe Guvernment may accept such budget as a. whole 
or with any alterations a3 it mo~.y deem fit to make or ni'l.y prepare a budget fm: .,. · 
the hoard and the budget as ac'.lepted or prepa.red by the State Government shall 
be deemed to have bsen Pl.'Be:l by the boa. rd. It will be aeon that the above descrip
tion that the Executive Committee has much larger powers than the Finance 
CCJrilmittees in other States. - · 
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Every budget passed by a. district board has to be sent to the State Govern
ment, which bas the power either to approve it or return it to the board for 
amendment on the ground that it fails to make adequate provision for 

(1) the maintenance of such minimum balance as may be•prescribed or 

(2) the appropriation of any sum allotted to the board by the State Govern· 
mont for the purposes for which it was allotted or 

(3) the repayment of loans or any other expenditure for which the board is 
legally liable. 

Any board whose budge~ is returned for amendment shall fourthwith 
amend it to the satisfaction of the State Government and resubmit it as amended 
to the State Government, which may then approve it. 

BIHAR 

817. (1) Municipalities. Municipalities, a.s in the ca3e of ()thor States, are 
required in framing the budget to provide for the service of debt and for a pres· 
cribed minimum clo3ing b~.h.nce. Subject to these tw.J cmditions they can pass 
the budg9t, but a. o l;JY h:1.s to b:1 subnitted to the State Governm'3ot or to such 
officer as the State Governm9ot ml.y direct. The State Government has power in 
the case of indebted. municipalities to sanction the budget and any revision tber&- . 
of. As in other States, finance committeeil exist in Bihar and perform very much 
the same functions in relation to the budget. 

(2) District Boards. The budge~ of every district board after it has been 
approved by the board has to be submitted to the State Government which scru
tinizes i~ with a. view to see that :-

(a) the estimate of incom9 is reasonable and proper, 
(b) provision has been made for the pre3cribe1 minimum closing balance, 

and 
. (c) for the service of loans taken by the board. 

After examining it as above, the State Government may return it to the 
district bo!l.rd for such alterations and modifications as they may deem necessary. 
The district board is required to resubmit a. modified budget for Government's 
final sanction. 

ORISSA 

818. (1) Municipalities. So far as municip~Iities are concerned, the 
provisions regarding sanction to budgets are the sama as in Bihar for ex-Bihar 
areas and as in Madras for ex-1\Iadras areas. 

The position may be different when unified legislation for the whole of the 
State is enacted, as is under contemplation. 

(2) District Boards. The Orissa L'lca.l Government Bill, 1949, which 
applies to · district boards throughout the State and has been passed by thd State 
Assembly and is awaiting the assent o{ the G..~vernor, c ·ontains certain provision~ 
with regud to sanction to budget estiml.tes. After a budget estimate ha.'l been 
sanctioned hy the district board, the State Government or such other authority 
as may be empo\verel by Governmeut has tiJ examine the budget with a. vie1v t() 

ensuring that _ · 
(1) the estimate of income is reasonable and proper, 

(2} provision has been made for the minimum closing and minimum expen· 
diture prei!cribed for public works, medical and public he3olth under section 108, 
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(3) provision has been ma.de for the payment of assesment, collection and 
reoJvery of the 003S by the District Ma.gistra.te or Collector, 

(4) provision has be~u m!l.tia for th~ repayment of loans and the payment 
of interest on capital expanded on any work which may improve the maa.ns of com
munication within the district or between the districts a.nd 

(5) provision ha.s beau made for the expenditure of any gra.nts given by 
Government for a specific purpose. · Under section 114, the. Provincia.! Govern·· 
ment may return the budget estimates to the district boards for. such· &Iterations. 
and modifica.tionR a.s are considered necosRa.ry by them. The district board is 
bound to comply with such directions and resubmit the budget within two months 
and if the district board fails to comply with Puch directions the Government have 
power to make such alterations in the budget aR they corsider necessary a.nd the 
budget thus altered would be treated as the budget of the district board. ' 

It is also understood that an Orissa Municipal Bill, seeking to unity and 
consolidate the laws relating to the coustitutiun of·. municipalities throughout the 
State which are a.t present governed by three sets of laws, the Ma.dra.s Act, the 
Bihar Act and the Sambalpur Act, is before the Legislature. Powers similar to 
those ta.keu in re3pact of district boards so far as sanction ta budget estimates is 
cancarned are sougllt to be taken by the State Government under clauses 106 a.nd , 
107 of the Bill. • 

PUNJAB 
819. (1) Municipalities. The duty of preparing the budget is placed upon 

the Executive Officer of the municipality. The form in which the budget is pre
pa.red is prescribed by the State Government. The budget as prepared by the 
Executive Officer is submitted to the Fina.nce Sub-Committee, which after consider
ing the Executive Officer's suggestions sends them on to the municipa.l board. The 
municipa.lity then submits the budget through the Deputy Commissioner to the 
Commissio'"er for final sa.nction. ··\vhere there is no finance sub-committee, the 
functions of such committee a.re exercised by the President of municipal board. 
Municipa.lities are also required to send extracts from the budget to the heads of 
the medical, public health and educational departments of the Sta.te Government, 
so that they ma.y make to the Commissioner any representation that they ma.y 
deem fit with respect to the provi~ion made for their respective services in the 
municipal budget. The provisions regarding the minimum closing balance and 
service of loans are the same a.s in other States. The Commissioner of the 
division has power to sanction the budget or to modify ~t in such manner a.s he 
deems fit. 

(2) District Boards. Under the Punjab District Boards Act, every district 
board is required to_ appoint a. Finance Committee consisting of not less than thre~ 
of its members. The form in which the budget is prepared is prescribed by th& 
State Gc~vernment and the Finance Committee is charged with the duty of preparing 
the budget. The board may provisionally approve of the budget with or withouli 
modification and is required to send it to the Deputy Commissioner. The Deputy 
Commissioner ma.y signify in writing to the board his approval or di>a.pproval· 
In case of disapproval he bas to state the nature of the objection. The objection 
is then considered by the board and the budget is resubmitted to the Deputy 
Commissioner. If the board adheres to its original budget, the matter is submit
ted to the Commissioner for final decision. The poVI'er is sanction the budget fina.lly 
rests with the Commissioner. 

MADHYA PRADESH 
820. (1) M:anicipalities, In this State every municipality is required to 

appoint a. Finance sub·Committee consisting of not less than three of its members. 
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:.'l'be duty of prepa.ring the budget is placed oo the Finance sub-Committee which 
is required to see that .adequate provision is made f, r the prescribed minimum, 

. closing balance and for the ~;ervice of debt. Ordina:ily, every municipality has 
· pOWdr to sanCtion its own budget but in the case of a. Ccmmittee which is indeLted 
to Government the a.pp"oval of the budget is E.ubject to confitmation by the State 
GoYernment. 

(2) Janapada Sabhas. The Chief Executive Officer is charged with the duty 
of preparing the budget which bas to be la.id before the Standing Finance Committee 
of the Sabha. The Finance Committee has power to make such modific1tions and 
additions to the budgbt as it shall think fit and submit the same to the Sabha nos 
later than lOth February. The Sabha then considers the budget and has power to 
assent or refuse to assent to any item of expenditure in the said budget or to assent 
to any item subject to a. reduetion in the !Lmount specified. H has no power to 
increase the amount proposed under any item. ·It is also required to see tbat there is 
adequate provision for the prescribed mini.num closing balance. 

In the case o'f a. Sabha. which is indebted to the St!).te Government, the 
approval of the b"udget is subject to confirmation by the State Government. If for 
any reason the Sabba is not able finally to adopt the budget before the commence
ment of the financial year, the budget as prepared by the Chief Executive Officer 

·or as approved by the Standing Finance Committee, is deemed to be the budget 
estimate for that year until action is taken by the Janapada. Sabha. 

Where a Sabha refuses to a.~sent to any item of expenditure in the budget or 
assents subject to a reduction of the amount provided therefor and the Chief 
Executive Officer is of the opinion that the refmal or reduction would affect the 
due discharge of his responsibilities, he m1y requost the State Government to 
authorise the· expenditure considered necessary and the State Government may 
authorise him to incur expenditure. upto the said limi~ 

ASSAM 
821. .(I) Municipalities. The form of the budget estimate and the proce

dure for its preparation is prescribed by the State Government. The Government 
is also empowered to prescribe the authority and the condi~ions subject to which 
the budget estimates may be sanctioned. This shows that municipalities in the 
State have not the powe~ to sanction the budgat. 

Every ·municipality has to frame the budget with due regard to adequate pro
vision for the service of debt and the maintenance of a minimum closing balance. 
Finance Committees have been constituted in certain municipalities. Where such 

cammittees exist they are rdSpJnsLble for the prdpara.tbn of the budgat and. for all 
variations -made therein. - · 

(2) Local Boards. There are no district boards in ARsam. Instead there 
are local boards for each sub-division in a district. · Every budget prepared by a. 

·local board has to be submitted to the Deputy Commissioner. Where the Deputy 
Commissioner is not Chairman of the bJard, ha may signify in writing to the board 
his approval or disapproval of the budget. In case of disapproval, he has to state 
the nature of the objection. All such objections are constdered by the board and 
the budget retransmitted to the D.!puty Commissioner.· The D3puty Commissioner 
theu submits the budget to the State Government. The power to accord fina.I 
sanction vests with the State Government in the case of allloca.l boards. 

II 
822. Allotment of fixed percentages cf revenue to particular objects. 

Connected with the power to santion budgets is the power to allot funds as may 
be considered mast suitable. So f~~or as City CJrpor&tious of B.)mb$y and Ma.dra.s 
are concerned, there is no restriction on their power to allot fun~s ~n their budge~s. 
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but the powers of other local bodies -are not free from restrictions •. The practice 
preva.iling in the matter in each Sta.te is gi van below. 

(a) Madras. Section 127 of the Madras Public Health Act, 19391 provid~s 
tha.t every municipality should earmark not less than 30% of its income and that 
every district board or pancha.yat should earmark 12l% of its income on the 
~dvancement of public health in its area.. Excepting this provision, local bodies 
are not required to a.lloca.te any portion of their revenues for a.ny·particular objects., 

(b) Bombay, District Briards ate required to pay 15 pies out of the 36 pies in 
the rupee of land revenue which they receive as local fund cess to the district school 
b,:Jards for purp1ses of primary education Similarly, every 'non-authorised'* 
municipality is required to -pay annually to the district school boards or the 
'authorised'+ municipality-as the ca.se may be, for the purposes of primary educa.
tion, a proportion of the rateable value of the properties in its-area, as ma.y from 
time _to time be fixe] by the State Government 

These pJ.yments are mads-under section 41 of the Bombay Primary Education 
Act, 1947. _ :. ' . ' 

There are also executive orders of the Bombay Government requiring looa.l 
bJdie3 to utilise incom'l from tolls · only for . the mainten.ance or construction of 
roads. . 

(c) West Bengal. Under section 91 of the Calcutta Municipal Act, 1923, 
the Corporation is required to spend annually a sum of not less than a lakh of 
rupees for primary education. This is a sm!l.ll amount in comparision to what the 
Corporation actull.lly spends on this object. 

Fur a considerable time, local bodies in West Bengal were free to allot funds 
i:1 their budgats as they pleased. A departure was, however, made shortly before 
the partition of the province and di.atrict boa.rds were directed to spend a.t least. · 
50% of their cess incoma on communications. . _ 

(d) Uttar Pradesh. Lod!!ol bodies are at libady to mJoka waa.~ever prJvisiotl 
they think proper under various _ he.~ods of expenditure, except that for primuy 
schools municipal boards are required under section 7 _(2) of the U. P. Municipalities 
Act, 1916, to provide at least 5% of their normal value annual income after deducting 
the income from special, services e,g."sca.venging and water supply. 

{e) Puujab. Though there is no statutory restriction, district boards are 
required by executive orders ·to earmark a. specified percentage (25 per cant) of 
their net income for educa.tion. Clause 321 of the Public Health Bill, 1950 provid
es for the earmarking of such percentag3 of revenue by the loca.l authorities, as may 
be prescribed, on public he.J.lth and medical relief. This Bill has bean circulated 
for. public opinion and it is not known if these provisions will be enacted. 
- (f) Bihar. Section 53 proviso {4) of the Bihar and Orissa; Loca.l Self-

Government Act empowers the State Government to prescribe the minimum ex: 
peoditure on any ,object to be incurred from time to time by 'the distriet board, 
if in the opinion of Government the- expenditure of the district bJa.rd on that 
object in this section is insufficient. The State Government have from time 
to time prescribed the percentage of expenditure on certain objects and recently 
they have prescribed the minimum of expenditure to be incurred on particular 
'Objects. 

: · "The te.rm •non-authorised' municipality me•ns a muuicipa1ity other than an 
~uthori~ed municipality. 

.· . 
tUnder the Bombay Primary Education Act, the term •non-authorized' municipality 

~neaus a municipality which is authoiised by the Provincial Government to control alL 
approvrd schools within its an·a. 
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The Bihar and Orissa Municipal Act, 1922 does not require that munioi
pa.lities should devote any fixed portions of their revenue to particular objects. 
Section 69 of the Acb, however, provides that the proceeds from the water tax, 
the lighting ta.x the latrine tax and the drainage tax should bo applied in defraying 
the expenses relating to water supply, lighting, Iatrin'es service and drainage re
spectively. 

(g) Orissa. Neither under the Madras District Municipalities Act. 1920, 
nor under the Madras Local Boards Act, 1920, which were till now applicable 
to South Orissa. districts, is there any provisions requiring local bodies to devote 
fixed portions of their revenues to particular objects. Under the Bihar and 
Orissa. Local Self-Government Act, 1885, district boards in North Orissa 
are required ·to spend on medical relief during the quinquennium 1939-40 to 
1943·44 and not less than 10% of the cess demand, whichever at any time 
be greater. Under the Orissa.· Local Government Bill, 1949 proviso 4 to section 
120 (which at the time of writing was awaiting the assent of H. E. the 
Governor) the State' Government has power to determine the minimum 
expenditure to ba incurred from time to time by a. diatrict board on 
any object. This provision is the same as in section 53 proviso 4 of the Benga.l 
Local Self-Government Act, 1885. No such restriction applies to municipalities 
in North Orissa. 

(h) Madhya Pradesh; It; is understood that in this State municipalities 
and Ja.uapada Sabhas are free to allot funds at their discretion· and there is no 
restriction on their powers in this respect. · 

(i) Assam. Under section 52 of the A~sam Municipal Act, municipalities 
are required to apply the net proceeds of the water, scavenging and lighting 
rates to maintaining, extending and improving the lighting, conservancy and water 
services and drai~aga system. Also money received on account of any hospital or 
dispensary cannot be expended on any other obiect~ 

III 
823. Power of sanction to works expenditure. The position varies 

from state to state as per details given below:-
(a) Madras. Under section 79 of the Madras City Municipal Act, eve.cy 

project estimated to cost more than Rs. 2! lakhs has to be submitted to the 
State Government for sanction and no work on it can be commenced, until the 
project bas been sanctioned and no material change in the project sanctioned 
as aforesaid can be carried into effect without the sanction of the State 
Government. Mofussil municipalities and district boards are not required to 
obtain administrative approval from any outside authority for their road works 
and work the than those relating to medical relief, public health and education. 
The t4wn planning scheme of all local bodies including the improvement schemas 
of the Madras City Improvement Trust, however, require the administrative 
sa.nction of Government. 

(b) Bombay. No outside sanction is required for any of the worka 
schemes out of the City Corporations iu this State. So far as other municipali
ties are concerned, the principle followed appears to be not to require them tct 
get outside sanction for works for which the Goverment do not give sub· 
ata.ntial grants-in-aid. For instance, works relating to roads and bridges do noli 
require outside sanction while Government sanction is required for water supply, 
drainage a.nd pu~lic health scheme. In the case of District Local Boards, 
however, Government sanction is required even in respect of the constructioa 
of roads. bridges, etc. unless a District Local Board employs an engineer 
whose appointment is approved by Government under sections 45A and 89(H 
(b) of the Local Boards Act, 1923. 
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(c) West Bengal-Calcutta Municipal Corporation. Und~r section 14 of 
the Calcutta Municipal Act, 1223, previous sanction of the State 9-overnmen~ 
is required in the case of all works, the ·estimated cost of which amounts · 
to two and a half lakhs of rupees and over. Similar sanction is required for 
any material changes in the work •. 

Other Municipalities. Under section 118 of the Bengal Munciipal Act. 
1932, if any wo"k is estimated to cost Rs,10,000/· the State Government may 
require that plans and estimates should be submitted for its approval or for the 
approval of any servant of the Goveernment before such work is commenced. 
Rules framed by Government under this section prescribe that the sanction of the 
Commissioner of the Division is required for works costing between Rs. 10,000 and 
Rs. 25,000 and of Government for works exceeding Rs. 25,000. 

District Boards. _District boards are not empowered to sanction plans 
a.nd estimates for any work the total cost of which exceeds Rs. 10,000. 

. (d) Uttar Pradesh-Municipalities. The State Government has power 
under the Act to frame rules governing the preparation of plans and estimates 
and the authority by whom and the conditions subject to which such plans 
and estimates may be prepared and sanctioned. The present practice, which 
is regulated by the rules issued by Government in the U. P. Mnnicip!lol Manual. 
is:·- · · 

(i) in the case of 'health' schemes, i.e. works relating to town planning 
schemes, sewerage and drainage work, water works, slaughter 
houses, markets, model lodging house:~, houses, hotels, dispensaries. 
sarais, bathing ghats, latrines, etc. costing Rs. 10,000 or more, 
the sanction of the Provincial Health Board should be' obtained 
unless the project .has been drawn up in accordance with a. 
standard plan approved by the Board of Public Health ; 

(ii) in the case of any work not coming under (i) above, but esti· 
mated to cost Rs. 10,000 or more and financed l)y a State grant 
or loan, the sanction of the State Government has to be obtained ; 

(iii) as regards electricity supply schemes of municipalities, technical 
as well as administrative sanction. of Goverpment has to be 
obtained for all schemes irrespecti've of the cost. 

So fa.r as district boards are concerned, in respect of all works which 
are financed by a State grant or loan, the sanction of the Divisional Commissi
oner or Government in accordance with the rules in the U.P. District Boards 
'Manual has to be obtained. In respect of other works estimated to cost Rs. 5,00(} 
or more and which relate to the construction of a bridge, a school or a hospital 
or dispensary, tho sanction of the appropriate :officer of Government baR to be 
obtained. 

(e) Punjab. Under Hula 6 of the Municipal Works Rules, no original 
work involving an expenditure of rupees five thousand or more in the case. of 
a first class municipal committee, or two thousand five hundred rupees in the 
ca.se of a second class municipal committee, can be commenced until tbe 
technical sanction of the appropriate officer of Government is obtained. 

Under Rule 73 of the Punjab District Works Rules, no original work in- · 
volving an expenditure of Rs. 15,000 in the case of a second class district board. 
or Rs. 30,000 in the case of a first class district board, can be undertaken without> 
the approval ·of the Divisional Commissioner or the State Government. 
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' (f) · Bihar. ·So far as sanitary projects of muuioipalities are concerned, 
the plans and estimates as well as the agency for their execution have to be 
approved by an officer of the State Government if the cost exceeds Rs. 1,000. 

In case of district boards, all projects the cost of which· amounts to Rs. 50,000 
or more or which are liable to effect seriously the course of any navigable 
river or the drainage or irrigation of any considerable tract of the country, 
require the sanction of Goverr:tment. Similarly, in the case of plans and esti· 
mates for new works including tools and J2la.nt, live.atock and furniture, if the 
cost excesch R3. 2,50), the sanction of the appropriate officer of Government 
hiLs to be obtained. 

< (g) .Orissa. The position is tho same as in Bihar. 

(h) Madhya Pradesh. ~o outside sa.nction ia. necessary in respect of 
works of municipalities, the cost of which is borne entirely out of municipal 
funds. Where, however, the project involves expenditure from Government grants, 
the sanction of an officer of Government such as the Deputy Commissioner, 
commissioner or the Governmen~ itself has to be obtained. 

The position is the same in the casa of Janapada. Sabha.s. 
(i) Assam. Administrative approval of an officer of Government itself is 

required . for a.ll projects~ of municipal· and local b:YLrd3 if the cost exce3d3 
Hs. 10,000. · 

IV 
824. Investment of Funds. The City Municipal Corporations of Madras, 

Bombay and Calcutta are required to keep their monies with the Imperial 
Banks of India. or the Reserve Bank of India .uuder their constituent Acts. 

In Bombay, municipal boroughs are empowered to deposit their funds 
with the Jmperial Bank of India or the Reserve .Bank of India. Permission 
of the State Government is required for depositing money in any other bank 
and also'for investment. · 

District municipalities and district boards are required to keep their 
funds with- the nearest Government treasury, and no interest is allowed on 
such balances, even though they may be above the prescribed minimum. For 
keeping funds in li. bank, the sanction of the State Government is necessary. 
Similarly, the sanction of the State Governmeut is necessary for inveating funds 
not required for immediate use. Permission is generally given for investing such 
monies in Government savings hanks or any Government security. Provident 
Fund monies or balances of sinking fund are generally so invested. 

, 825. Control over Establishment. Establishment expenditure forms an 
important part of the total budgetted expenditure. The power to allot funds 
freely necessarily implies the power to control expenditure on 'establishment 
also. This control is, however, of a. varied character. So far as City Corpora
tions are concerned, they are comparatively free, except in regard to emolu- · 
ments and conditions of service of their heads of departments. Municipalities 

·other- than City Corporations are subject to greater outside control and district 
boards. have, generally speaking, mnch less control over their establishments 
than municipalities. The position in each State in regard to various cate· 
go'ries of local bodies is briefly summarised below :- · · . · 

826. · Madras. The power of appointment, control and punishment of 
officer. a.nd servants of municipal councils and local boards, except the mnni· 
cipa.l ·· commissioners, districb pa.nchaya.t offic.ers, municipal . engineers, 
municipal ~electrical engineers, . health . officers and executive i officers ' 
of· pancha.y&ts are vested in the .local bodies themselves, subject to rules,.framE;!d ~ 
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by Government vide sees .. 70 to 77-A of the Madras District Municipalities 
Act, 1920 and sees. 97-74A of the Madras Local Boords Act,.· 1920." 
The rules provide . for such matters as (1) qualifiasthns (2) authority 
'who should be consulted in regard to appointments and punishments of certain 
kJasses of establishments (3) procedure to be followed before imposing punishment 
(4) appellate authorities, eto. Scsle of pay and_ strength of staff are fixed by 
Government or by heads of depa.rtments of Government, in vvhom the powers. 
in this re~a.rd ha.ve be;m vested. Conditions of service including provident funds 
s,re regulated bj: rules ·framed by Government applicable uniformly to allloca.l 
bodies. The powers of appsintment, punishment, transfer· and control of muni· 
eipal commissioners, municipal engineers, municipal electrical engineers, district 
panchayat officers and health officers are exercised by the State Government and 
the heads of dE>partments in whom certain powers have been vested ... 

, In the case of the Corporation of Madras, the Commissioner is appointed by 
~be Government. Heads of Departments like the health officer, engineer, 
electrical engineer, water works engineer, revenue· officer, educational officer 
etc. are appointed by the Corporation subject to co~firmation by Government. 
The sanction of Government is required to the condition creation of new posts on 
the establishment of the CLirporation of Madras, if the maximum monthly salary of 
the post exceeds Rs. 250/- p.m. In respect of all other matters, the Council of the 
!)orporation exercisas absolute control. 
' . ' - • "-! 

827. Bombay-Bombay Municipal Corporation.' · App~intment: bf ·the 
Municipal C )mmissioner is made by the Government itself. The appointment of the 
Daputy. Municipal Commissiuner, the municipal engineer, the mnnicipal executive 
health officer and municipal hydraulic engineer is made by the Corporation subject 
to confirmation by the State Government. In respect of all other appointments 
power vests in the Corporation itself. 

' . 
Other local bodies. · The Gov~rn~ent or the Commissioner sanctions only 

the creation of posts and prescribes pay scales and qualifications. Subject to these 
conditbns, local bodies have full power to appoint their officers; ~ In the case of 
District Local Boards the G.lvernment,. under the statute, contributes two-thirds 
towards tho salary of either the Chief Officer or the Engineer as the BJa.rd may 
choose. In the case of municipalities the Government voluntarily contributes one-half 
tO\vards the cost of the salary o( the health offic3r and one-third towards the 
salary of the &anitary in3pectors. Appointments to these posts are therefore re· 
quired to be made with the previous approval of the Government. · 

828. West Bengal-Calcutta Corporation. The appointmenti salary,. 
allowances and:conditions of service of the Chief Executive Officer,, chief engineef~ 
health officer and deputy executive officers are subject to the approval of the' State 
Government. The Cor~ration has power to appoint such other officers and servan~s 
as they think fit and also to fix their !!alaries and allowances. 

Mofussil Municipalities. As regards mofussil municipalities, the · State 
Government have' power to appJint the Secretary, engineer,. 'health officers; 

sanitary inspector and executive officer. The. sa notion of. the State Governm~~~· 
\S: also necessary in ca.ses of appointments carrying a. .m~nt?ly salary of m9r_e ,than 
Rs. 200/- or salaries rising by periodical increment to more than Rs. 2qO/:·~·, ~n, 
all other ca.ses, municipalities ha.ve p:1wer to determine the salaries and allowances 
to be paid to their 'officers and servants. · ' ' - . 
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District Boards. District boards ha.ve power tq ma.ke appointments subjed 
to the following conditions :-

(1) that no appointment, the monthly salary of which amounts to 
Rs. 200/- or more shall be created or abolished without the approval 
of the Commissioner and that every nomination to and dismissal 
from such appointment shall be subject ·to confirmation by the 
Commissioner. 

(2) that in every case of dismissal of an officer drawing Rs. 50 per 
mensem or more but less than Rs. 100/· the officer concerned sh&U 
have a right of appeal to the Commissioner and in the case of 
officers with higher salaries to the Provincia.! Government. 

(3) that the aggregate salaries and allowances in any one financial 
year of the establishment shall not without the sanctien of ihe 
Provincial Government exceed 20% of the total a.mount available 
for eipenditure on public works during the year. 

(4) that every board shall conform to the rules made by the Pro
vincial Government regarding the qualifications of candidates far 
employment . 

. In addition to the abQ.ve~eneral provisions, local bodies in West Bengal have 
also to pay far. certain establishments not controlled by them. 

(1) Proportionate cost of establishments of the Land Acquisition officers 
is realised from local bodies on whose behalf land is acquired by 
GovernmentL 

(2) _ The Calcutta. Corporation is required to bear .the entire cost on 
account of pay and allowances of the ·municipal magistrates and 
their establishments, appointed or controlled directly by Govern
ment. 

(3) In rural areas, the village chaukida.rs are paid by the Union 
Boards, but they are :controlled almost entirely by the District 
Magistrates and the local police officers of Government . 

. 829. Madhya Pradesh. A municipality b:t.s power to employ such officers 
and servants as it may consider necessary, but in the case of secretaries, health 
officers or any other special executive officer, no appointment may be created or 
abolished and no alteration in the emoluments made without the approval of the 
Sta.te Government, and every nomination to and dismiseal from such appointment 
is subject toGovernment confirmation. 

Janapada Sabhas. The Chief Executive Officer is app)inted by the Sta.ta 
Government. The Sabha has power to appoint the Secretary, health Officer and 
engineer, subject to confirmation by the State Government. The State Government 
bas power_ .. to ma.ke rules as to the qualifications of candidates for employment as 
officers and .. servants of the Sabha and to lay down general principles regarding the 
grant of leave, acting and travelling allowances, maximum salaries, the establishing 
and maintaining of a provident fund or annuities, etc. 

830. Punjab. The appointment of the Secret~~ory, medical officer is made 
by the municipality subject to the approval of the State Government. 

District Boards ba.ve power to make appointments subject to· the following 
eondition: 
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The appointment of Secretary to the Board is subject to the approval of the 
State Government. The Deputy Commissionor has power to reduce the number 
of persons employed or their remuneration, if he considers them excessive. 

831 Uttar Pradesh. The appointment, salaries and conditions of service 
of executive officers and medica.l officers of health are subject to the approval of 
the State Government. The appointment of secretaries where there is no executive 
.::.fficer and the salary attached to the post to subject to the approval of the Com· 
missioner. The appointment, .salaries and other conditions of service a.ttaehed to 
the p1st of engineers, assistant engineers, water works engineer, water works 
superintendent, electrical superintendent, a secretary, a superintendent or lady 
superintendent of education or a qualified overseer or sub·everseer is also subject 
to the approval of the State Government. 

Recently, as a result of the report of the U. P. Pay Committee, compulsory 
scales of pay have been prescribed by the State Go~ernment for all classes of 
servants, including inferior servants, under local bodies generally. This is done 
by way of advice and is not based on any statutory authority, except in regard to 
the higher officers. Lxal bodies not observing these scales of· pay are -not entitled 
to the dearness allowance or grants-in-aid to which they would otherwise be en· 
titled. 

832. Bihar. Section 33 of the Bihar and Orissa L.S.·G. Act, 1885, autho·. 
ri~:~es district boards to determine and appoint the establishment to be employed 
by them and to fix the pay of such establishment subject to the conditions that ' 
lia.nction of Government is taken for appointment of district engineers and to psots 
ea.rrying a salary ef Rs. 30J/- or more per month. Under section 35~B of the Act 
the Stat'3 Government have been authorised to fix the designation, grade and pay_of 
the ·llliJEH'il a'ld S3runtil of a'ly distric~ boud or any cl<~.:3S of sucn officers and 
servants. ·· 

The State Governmsnt have framed model rules for travelling allowances, 
leave, provident fund and pension etc., and the district boards have adopted 
them. 

Under sectien 37 of the Bihar and Orissa Municipal Act, municipalities 
are under an obligation to obtain Government sanction to the creation of any 
appointment the miximum pay of which is Rs. 100 or more per mensem and 
the increase of the muimum pay of a sanctioned p:>st to:':an amount exceeding 
Rs. 100 per mensem. 

833. Orissa. Under the new Local Self-Government Act ,. district 
board may, with the previous sanction of G.Jvernm3nt, determine the number· 
of its officers and servants and fix or alter the designation, grade, salaries 
and allowances paya.ble to such officers and servants. Every district board is 
required to b&ve an executive officer, one or more district engineers and dis• 
hicli health officers wh'l shJuld ba GJVernment servants paid from provincial 
revenues. 

The provision so far as municipalities are concerned is the same as in 
Bihar for ex-Bih~~or areas. But in the draft of the ·unified municipal Bill it is . 
proposed to adopt the same provision as for district boards. 

834. Assam. The State Government has power to require a municipal 
board to appoint such health officers and sanitary inspectors as it may think; 
necess~~ory on such sa.laries to their establishments as they deem fit. 

Local Boards. No appointmsnt of an engineer or a health officer may be 
ere~ted or abolished without the sanction of the State Gov~rnment. . . 
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. . 835. General Observations. .'rhe review of the existing position given 
above will serve to show that the progress m!ltde in regard to freeing loaal bodies 
from budgetary restrictions is of a very varied character. Gre!l.ter control is 
exercised "in some States than in others. We have no desire to criticise the 
arrangements that are in force at present but we are definitely of 'the opinion that 
considering the fact that municipalities and district boards are now generally 
composed of elected members, the time ha·s arrived when they should be given 
greater powers in regard to their finanoial arrangements and the control exercised 
ovet them should be of a very limited cba.racter and confined to essential 
matters. 

836. Though tho form o! the budget may, for the sa.ke of uniformity &l"'d 
for comparing progress . in one local body with another, be prescribed by the 
Sta.te Government, the power to- sanction budgets should vest entirely in local 
bodies. They should be required to maintain a prescribed closing balance which 
should not. be drawn on, except temporarily and in an emsrgeocy, without the 
sanction of the State 'Government or of such officers as may be nominated by 
Govenment in this behalf. It will of course, be open to the government to revise 
the prescribed minimum balances, if they were fixed long ago, and if in the 
meantime there has Qeen a large increase in financial tra.sna.ctions of the local 
bodies concerned. Local bodies should also have full power of reappropriation a.nd 
making supplementary allotments during the curt·ency of a financial year, so long 
as the prescribed minimum balance is not trenched upon. 

837. Budgets of local bodies are necessarily connected with budgets under 
certain heads of Government departments, such as education, medica.! relief, 
public health and sanitation etc. There is no objection to extracts from the former 
being forwarded to the Government department concerned, but the l!s.tter should 
not have the power to require any local body to revise its estimates in 
accordance with their views. Whatever remarks G,wernmenh departments make.. 
should be simply for the considera.tion of the lucal body a.nd should not affect its 
liberty of action. 

838. Even where local bodies are indebted either to Government or to the 
public, that by itself is no reason for requiring Government sanction to their 
budgets. So long as adequate provision is made for the service of the debt, there 
is no need for outside sanction. 

839. There is no objection to local body sending its sanctioned budget 
through the district officer for the informationn of the State Government. But so
long as the local body maintains the prescribed minimum bal11once and makes 
adequate paovision for the service of debt, there should be no intervention by 
Government or by any officer on behalf of Government. The auditor can exercise. 
sufficient e:x.ternal check on Government's behalf to see that the conditions 
prescribed are duly fulfilled, be could make a report to Government and then. 
appropriate action can be taken. 

840. The power to sanction a budget necessarily carries with it the power 
to allof funds at discretion. The practice prevailing in certain States to require 
local bodies to allot a percentage of their revenues to a particular object militates 
ligainst this essential requirement. We are, therefore, , of opinion that such 
restriction, wherever it exists, sboulJ be remlved. This, of course, does not mean 
that where Government gives a. grant for a. specific purpose that grant may be
diverted to some other pur}'JOse. Subject to this fundamental <nndition, which the 
auditor could a.t a.ny time check and bring to the notice of the Government, there 
should be complete freedom in the allotment of funds. 

· 841. · Connected with this matter is the question of contribution which 
some local bodies are rrquirec} to make for services and objects which are provinciat 
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or controlled by the State Government. We think, that where Government. 
considers it essential to control a service, it should pay for it and not ask for any 
contribution from the local body. Administrative control and responsibility for 
payment should go hand in hand. 

842. The present restrictions on tho powers of sanction to works expendi
ture are very minute and should be abrogated. In regard to projects which. 
are financed from loan funds, or Government grants, Government may impose only 
sue};. restrictions as may be considered necessary for securing the proper ap
plication of the funds. , Where a local body can meet the expenditure on any pro·· 
ject from its own revenues, and where it bas got qualified technical experts 
for the preparaHon of plans and estimates and their execution, there seems to us n() 
reason why it should. be compelled to obtain Government sanction which nece
ssarily takes time. Government may keep an approved list of technical experts 
from which local bodie:;, may, if they so desire, make their choice according to their 
needs and finaucial resources. The appointment of engineers generally requires 
the sancion of the State Government and where such engineers are already in the 
employ of a local body and are technically compete:r;tt, there should be not need for 
any further sanction. Should, however, the project be so big in Government's opi
nion as to be be_yond. the professional competence of the engineer employed 
by a local body, and the services of a Government engineer have to be taken, they 
should be made ava.ilable free of charge, and in any ca.se at a concessional rate. 

843. In the ca.se of projects financed from local funds, it is desirable that the 
eanction to plans and estimatrs should be subject to Government approval.. 
All that is necessary afterwards is to see th&t in their execution the original plan is 
not materially departed from. There is generally a. feeling that Governmen~ 
P.W.D. agency is more costly than the agency employed by local bodies. We would 
suggest that 11on experiment· in the direction of giving non-P.W.D. agencies a. · 
freer scope be tried and results watqhed. 

' 844. An important part of b~dgetary Colltrol is the control of funds required 
for establishment employed by local bodies. Under the present Acts, Govern
meet have full power in some States in regard to the scales of pay of officers- such 
as engineers secretaries, executive officers, health officers etc. But in addition 
detaildd control over the non-gazetted and inferior establishment is maintained in 
some States which seems to us to go much too far. There may be good 
reasons for the detailed control which is maintained. For instance, disparity in 
scales of pay between local body teadhers and Government school teachers causes 
acute diss~~otisfaction and to a cettain extent uniformity is desirable. Similarly 
where a grant for dearness allowance is given on the basis of approved scales of pay: 
it is manifestly in the interests of Government finance that those scales should 
not be increased without Government appaoval. But it seems to us unnecessary that 
a local body should have to obtain sanction for any increase in its clerical or inferior
establishment or that such proposals should be judged by what is prescribed 
by Government elsswhere. All that seems, to us necessary is that Government.
should prescribe rules in regard to various categories of local bodies in respect 
of matters such as pay, acting allowance, leave, travelling allowance, pensions,_ 
provident funds, etc. If a local body considers that its circumstances warrant any 
modific~~otion of such rules the variation desired should receive the sanction of the. 
State Government. In other respects, hewever, we would give the local bodies a,. 
free band in regard to their establishments. 

845. The restrictions placed on the investment of spare funds by local bodies. 
seem to us to require revision. Considerations of safety must undoubtedly remain. 
paramount and indiscriminate investment should not be allowed. But investment. 
(){ spare funds in Government Treasury bills or short term Government loans., 
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.as in the case of State funds, seem to us to be free from any objectio~ Funds of 
·local bodies are at present used by Government for their own ways and means 
without conferring any benefit on the local bodies themselves. This is, of course, 
what a banker does with his clients' funds, with the difference that he pa.ys in· 
terest thereon. _A list of banks with which funds m1:1..y be invested, may be drawn 
up with the approval of the Resea.ve Bank of India.. Subject to the maintenance of 
the prescribed minimum balance, investment of all spare funds with approved 

. institutions should require no outside sanction. 
846. The recommendations that we have made above may occasionally lead 

to mistakes and mismanagement but we consider that local bodies can attain ade
quate financial responsibility only by the exercise of such powers and by 
having to bear the consequences of their errors. They cannot make real progress if 
.constantly kept in financial leading strings nor can local sell-government become a 
reality if local bodies are habitually protected against themselves. More than 
forty years ago the Decentralisation Commission made most of these recommends.· 

- tiona. It cannot, therefore, be said that even today local bodies are not fit ta dis· 
charge the responsibilities which the powers we have proposed will carry witn 
them. It is our firm hope and belief that with the grant of larger powers will 
eome an increased realisation of responsibility and the growth of informed public 
.opinion will constitute a. check which will prove more effective than official 
intervention. 

_ We should like to express our appreciation of the valuable services of our 
Secretary, Shri Dayaldas Sobhraj Parwani. His ability, keenness and industry 
have been invaluable to us. Our staff, beaded by tbe_Office Superintendent, Shri 
K. R. Ramaswamy, has h&d to work under great pressure. They have worked long 
bours and their help bas been ungrudging. Our gratitude is due to them for their 
~fficiency and the spirit in which they have worked. 

•Subject to minute of dissent. 

P. K. Wa.ttal 

* R. D. Kapila 

B. D. Mircba.ndni 

* S. N. Sa.pru 

* M.B. L. Dar 

S. K. Gupta 

* P. B. Gole 

* R. K. Sidhva. 

{Chairman) 

(Member) 

••• 

" 
II 

.. 
n 

.. 
** K. A. Na.chiappa. Gounder 

* Ohunilal D. Burfiva.Ia 
.. 
.. 

t 
December 23, 1950 

•• The member did not attend th~ ~mplete enqu~ry and ~ubse9uen~ meetings when 
discussions on points were made, and decisions taken, owmg to hiS ser1ous illness and con· 
sequent stay in a sanatorium. · 

t Shri Rameshwar Narain Agrawala, one of the member of the Committee, did 
not attend any meeting at which the draft of Report was considered nor did he sign the 
iinal report. 
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MINUTE OF DISSENT BY SHRI S. N. SAPRU 
The Committee's recommendations as regards the finances of Improvement 

'Tru.sts/Development Boards are contained in Chapter 21. · There is general tecogni· 
.. tion of the fact that while Improvement Trusts have been charged with the 

1 mportant duty of city development, including slum clearance and rehousing, they 
have not been endowed with sufficient funds for carrying out those duties. The 
Committee's recommendations for increasing the resources of Improvement Trusts. 
though welcome, could easily have been a little more liberal. The opening up 
of congested areas and development of lands by Improvement Trusts directly results 
in stimulating land values and Trusts have on that account been allowed a 
share of such increase by means of a small addition to the Stamp Duty on transfer 
of . property. The Improvement Trusts of Calcutta, Nagpur, Lucknow and the 
Development Board of Kanpur have power under their respective Acts to levy this 
additional duty. The Committee by a. bare majority have not agrtled to this source 
{)f revenue for Improvement Trusts generally-and· yet they. have allowed it to 
Village Panchayats. · 

Again in the case of Entertainment Tax, it is unfortunate that while agreeing 
to Improvement Trusts being given a. share of this tax, the Committee have 
thought it fit to recommend that in Madras the entire revenue from the tax should 
remain with the Municipality which appropriates it at present. The :I'rusts 
in some quarters are regarded as a. rival body to the Municipalities. ;Nothing can 
be farthe>· from the truth. The fact is that a.n Improvement Trust is an as· 
pect of municipal activity-and it is an aspect which vitally affects the health, well 
being and prosperity of the people living in the city. While it functions-for · 
-eventually it must merge with the ,Municipality-the Improvement Trust creates 
valuable assets for the latter which bring additional revenue from taxes into 
the coffers of the MunicipalHy. Evidently the Municipality and the Trust must be 
regarded as partners in a. joint enterprise for providing amenities and raising 
the civic standards of the people. There is , however, one essential difference. 
While a Municipality can finance itself by levying taxes,- the Improvement Trust 
has no such power and it can only functiorf by means of assignments of rave· 
I!ues or grants by the Municipality or Government. 

I am therefore of the view that :-
(1) a.n additional Stamp Duty @ 2% on transfer of immoveable pro· · 

party should be allowed to all Improvement Trusts/Development 
Boards; and 

(2) the Madras Improvement Trust should also have a. share of the 
Entertainment Tax as recommended by the Committee in the case 
of other Trusts, even if it bas to be given by the Municipal Cor .. 
poration having to reduce its own share. 

S. N. Sapru. 
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rbere is much wastage of funds in the Local Bodie~ on account of 
(a) . favouritism in making appointments which very often leads to .. 

inefficiency i 
(b) lack of restrictions on the powers of Local Authorities to transfer

amounts from one budget head to another or to increase provision. 
under a. budget head when the budgets are first presented to them. 
and 

(c) lack of supervisory guidance by way of an efficient inspectorate in. 
all States except Madras. 

Each State should, in my opinion, have an iodepend~nt contrali~d machinery· 
on the lines of the State Public Service Commission for . the recruitment of person
nel of Local Bodies on the basis of prescribed minimum qualifications and ~tandard 
rates of pay. Members of such a body should be appointed by the State Govern
ment and if necessary paid out of a fund to be raised by contributions from Local 
Bodies in the States on the basis of their income. · 

. When State budgets are presented, the State Legislative Assembly, while U. 
has the authority to decrease provision under any budget head, is precluded from 
voting a transfer of amount from one budget head to another or to increase provision 
under a. budget head. This enables Governments to prepare their budgets with._ 
greater sense of responsibility, Preparation of budgets is a skilled operation re-

, quiring much care, thought and' due consideration of all essential needs and any 
amateurish interference with it is likely to npset the whole structure. In Local 
Bodies, budgets, after preparation by the executive are usually scrutinized by a. 
Finance Committee of the Local Body concerned i any attempt therefore at too. 
drastic an interference by a larger body which by the very nature of its composition 
is unable to give the necessary labour, thought or time to the \'\ell knit fabric 

. of the budget should be discouraged. 
Except in one or two States, there is no centralised machinery to give gui

dance to or exceroise supervision over Local Bodies. Even in a country like
England which has enjoyed parlaimentary democracy for a long time it has been 
found necessary to have an efficient inspectorate to give necessary expert guidance
and advice to Local Bodies in their. problems and to see that the fullest use is mad~ 
-of the money proposed to be spent on their schemes. · 

M. B. L. Dar 
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MINUTE OF DISSENT 
BY 

Shri ChunilaJ D. Bar.livala 
When our Committ?e began to formulate conclusions, it became evident that 

there were fundamental d1fferencos amongst us on many important issues. There 
was unanimity on some points, on others, we found ourselves almost divided into 
two sections. In order that the report may be properly appraised, it is germane 
to refer to the respective viewpoints of these sections. · 

One section was very keen on efficiency and made almost a fetish of it. It 
evinced little faith in the working of representative institutions. Perhaps, it 
shared the belief, held by certain sections of the people,. that local self-government 
was a failure. This section would promote and ··develop ·the sources of ad boo 
bodies even at the expense of representative institutions. Members of this sec
tion seemed to be convinced that reform was needed' in the direction of bureau· 

·cra.tising the local administration, glorifying the audit, and provincialising several 
lcca.l functions. They were, further of the opinion, that the level of local taxation in\ 
India. was very low and that it should be raised to as high a pitch as possible., 

The other section was an ardent supporter· of representative institutions. 
Mem hers belonging to this ~:action felt that the warm human touch, which demo

·cracy alone can bring to bear on local administration, was far more preferable to 
the cold efficiency of the steef-framed bureaucratic machinery. They were of the~ 
opinion that there was very little scope for increased local taxation. They were 
grieved to witness the irony that when Independence had come when DemocraQY 
was writ large-on the Constitution oJ• our Country people at the lowest level of ad· 
ministration-to which the upper levels were proud to call the foundation of demo· 
-cracy -were distrusted aud looked down upon at every step. Each section appre· 
cia.ted the force of arguments of the other, and attempted to incorporate them in the 
recommendations. 

Our recommendations therefore represent compromises on such fundamental 
differences of opinion· Like all compromises, therefore, some of the recommends.· 
tiona will be found illogical and inconsistent, when viewed in .relation to others. 
Some of them are marked by hesitancy and punctuated by· ''perhaps", ''possibly", 
"as far as possible'', ''if found feasible", "subject to further investigation" and 
such other qualifying phrases as undecisive minds could invent. · · 

By temrarament and conviction, born of life-limg experience and study, I 
am a confirmed believer in Local Self-Government. I have thrown my humble • 
wei~ht in the formation of those recommendations, which. if implemented, would put I 
new life into local bodies, enable them to breathe free air, make them vigorous and 
worthy of becoming the real solid foundation [and not a. ·more convenient slogan] 
·of our Democratic National Government . 

It is a canon of cardinal faith with me, that in a vast and abjectly poor 
c~untry like ours, functional and financial decentralisation was the only workable, 
suitable and economical policy. I am not unaware of the short-coming of local 
bodies. On the contrary, my intimate contract with them and active participa.
tion in their administration, l'ural as well as urban, for over thirty years, have 
revealed to me their defects and their failings more thoroughly than to many of 
their carping critics. Despite this knowledge, I remain a etrong advocate of de,. 
officia.lised decentralisation. "A nation, so large io geographic extent and so varied 
jn industrial and social development (and shall I add so very pqor ?) demands 
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a large reliance upon local responsibility and local government"*. It has got 
to be realised, and sooner it is realised the better-that the consequence!:' of erro
neous judgement , mistaken policies or wrong directions .of the Central Govern
ment' would be disastrous and would affect the whole country. There is no other 
power which can mitiga.te these consequences. Similarly,' the harm caused by 
faulty actions of State Governments will have repercussions throughout the State. The 
counteracting Central Authority can have only a. nominal check. But all the evil} 
effects of most faulty administration and wrong execution of policies, and even of 
frauds and misdeeds of local bodies, would be confined to the narrow limits of the 
jurisdiction of the local bodies concerned. The intensity of harm, apart from its extent, 
will lesser in the case of States than in that of the Centre and will be comparatively 
negligible in the case of a local body. Moreover, there would always be available 
counteracting, all-powerful authority of the Proviucia.l Government. FurthermJre 
the voice of the local electors will ultimately be felt in the direction of correcting 
the follies which affect them directly. The fear, therefore, of local mal-adminis
tration is unnecessarily exagerrated. The country cannot afford the luxury of 
centraliasation or provincialisation. The- Provincial . Governments must di-vest 
themselves of many of their responsibilities by devolving them on local bodies or 
association of local bodies. The risk, if any, of inefficiency must be taken. In the 
long run, it will discovered that it was worth taking. 

V Even the control and supervision can be decentralised by utilising competent 
non-official representative agencies for the purpose. An instructive illustration, 
of how such a decentralisation can be affected, is furnished by the recommenda
tions of the Administrative Enquiry Committee, recently appointed by the Govern
ment of Bombay and constituted m::~stly of administrators of the highest rank, 
to the effect that a. considerable portion of work at present transacted by the 
Di;;trict Collectors in connection with the supervision a.nd control of local bodies 
could be transferred with advantage to the Local Self-Government Institute of 
Bombay, after slightly a.m9nding its c::~nstitution. Unfortunately, this re
commendation of this expert Committee has -not be:m implemented a.nd an oppor
tunity has been lost of adopting an epoch-making democratic step which was 
considered as a.n effective substitute for the present bureaucratic set up, and of 
effecting a. most economical device. The experiment of establishing Janapadas in 
the Madhya. Pradesh a.nd the welc::~me feature of its constitution which does away 
with the dual executive T!!achinery one of the State a.nd the other of local 
bodies, deserves to be watched with interest. If any defects are noticed, they may 
be corrected. The experiment, I suppose, is based upon sound ideas. 

Our main report fails to lay due emphasis on the patent fact that the Central 
a.nd State Governments have, between them exhausted all substantial sources of 
elastic and expanding income. As Dr. Gya.nchand puts it, the margin of taxable 
capacity which the Central and Provincial Governments have left untapped is 
extremely narrow. Utmost effort on the part of local bodies to develop their 
present sources of revenue will not retrieve their deplorable financial position. 
Our Provincial Administrators must have realised by now that continuous persua· 
sian a.nd coercion of lccal bodies to increase from time to time the rates of their taxes. 
or to levy fresh taxes have not mended matters. Periodical augmentation of 
government grants, merely postpones, declarations of bankruptcy. It is now high 
time that mere tinil:ering with the problem should give place to anxious thought. 
and immediate radical action. Fresh methods of financial adjustments between 
the Centre a.nd the States on the one hand and lccal bodies on the other must be, 
boldly tried on a. major scale. 

*Hansen- State and Local Finance. 
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Local Bodies will have to be encouraged to inerea.se their non·tax revenues. 
Many public utility c<'>ncerns will have to be entrusted to their management in 
order that their income may be supplemented. In order to enable them ~o start 
and run such undertaking;;, substantial loan facilities will have to be accorded *o 
them. Government should not find any difficulty in guaranteeing repayment of local 
loans-as ample powers are vested in them of safeguarding the interests of the 
creditors or of the state itself. Government may go further and themselves 
advance loans at cheaper rate of interest or even purchase local securities. 

, In suitable cases, locle bodies may be asked to conduct some industries. 
"Earnings from local industry are also potential sources of net income and have 
been sn used in Germany" "(Central & Local Finance in Germany-by New
comer.)" Rendering ,public utility services and conducting industries would add te 
the recources of these lucal self-governing units and so improve their financial 
pe>sition and ma.ke them offer a corresponding relief to the Provincial Finance.* · 

Municipalisation will have to be resorted t(} on a large scale. Where nationali
sation or provincialisation is undertaken, local bodies concerned will have to be 
made sharers in the profits accruing therefrom. Where individual local bodies 
cannot undertake some concerns for want of jurisdiction, a combination of local 
units or an Institute of Local Sell-Government should be called upon to do so. 

All public lands should be transferred to local bodies for exploitation by 
them. The Madras Financial Relations Committee opined ''that the solvency of 
local bodies would have been assured if exploitation of land by local bodies had 
been steadily encouraged, since the local Self·Government.was first introduced in 
that State." At page 36 of its Report, this Committee mentions the following 
methods by which land could by exploited by local bodies. 

(1) Town-planning and town improvement schemes ; 
(2) Survey and the judicio;t!S exploitation of encroachments on public roads 

and of plots made available for building or other purposes by regular line-opera-
tions ; . -

(3) Utilization of road margins, tank beds, tank· and channel bunds, and 
waste land for profitable purposes, e.g.', for the construction of shops, godowns,. 
plinths for petty traders, carstands, or for tree-planting.; 

( 4) Reclamation of swamps, sand-dunes and other useless land ; 

(5) Acquisition of such vacant house-sites and ruined buildings, as are owner
less, or the owners of which are unable or unwilling to maintain them in a sanitary 
state ; , · 

(6) Control a.nd exploitation of quarrying! gravel, pits, etc. 
In short, I suggest that our guiding policy should be on the lines of th& 

principal canon la.iu down in the PrusHian Law of 1893 that taxation should not bs 
resorted to till all other methods of procuring finance have been tried and found 
insufficient. (Grice-National and LocPl Finance.) 

Our recommendations, or for the matter of that, any really sound suggestions 
to improve the finances of local bodies are bound to have prejudicial effect on the 
:finances of the Federal and the State Governments. Unfortunately, our Committe&. 
was entrusted with only a sectional task of suggesting impl"ovement in the finances 
of local bodies. It is submitted, that local finance cannot be dealt with {n this 
isolated manner. The Federal, the Provincial and the Local Finance form an 
integral whole. The Centre cannot feel unconcerned wi~h. local finance, the 
Provinces to whose care, local bodies are entrusted will have to see that they (local 

I ------------------------------------------------------
• K. J. Shah -Public Finance. 
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bodies) a~e mad~ to yield the largest dividend in the task of buildipg the nation 
and therefore to be adequately financed. 

The Federal Government should avoid resort to policies which ifeprive 
local bodies of taxes or contributions in lieu of taxes and federal grants due to· 
them from the Centre e.g. in the matter of taxation of R!!.ilwa.ys and other 
Central Government properties. I venture to point out that the time is not dis
ta.nt when principal Municipal Corporations in Indja. will have to be made 
sharers in income-tax proceeds or at least l:e permitted to levy a local 
surcha.rge on the Central income-tax u.s is done in some foreign countries. 

I know that the provincio.l finance will be seriously affected if our re
commendations are implemented to an apprecial::le extent. Some sources which, 
at present form the exclusive reserve of the Provincial Exchequer, will have 
to be wholly assigned to local bodies, others will have to be shared with them 
and loca.l surcharges on some provincia.llevies may be found more suitable in 

. respect of some others. These legitimate inroads on the provincial finance are 
inevitable. I do realise 'that Provincial Governments will find it difficult to submit 
to this radical operation. The resultant cut in the peovincial finance can be 
healed to some extent if a policy of thorough decentralis!l.tion of functions as 
suggested above is resorted to, by the Sta.tes. In the ultimate analysis, the 
demand of the Centre that its fina.ncial position must be strong will have to be 
conceded, willy-nilly. As between tbe provinces and Iccal bodies the financial 
wea.kness of the States, is not such a great ca.lamity .as the perennial bank
ruptcy of loca.l bodie3. . We m:~.y not agre3 with what soma politicians 
say that the provincial Governments are a luxury in a. poor country and tha.t 
& unitary Sta.te is preferable to a federa.l State. But there is this much truth 
in this extreme suggestion, with which we may agree, tha.t a. thotough docentra
lisa.tion from the State to local bodies will result in considerable economy. 

There is one more general recommendation which I consider to be of great 
import&nce. The Constitution of India. lays down a directive Principle of State 
Policy (vida Article 45) making it incumbent on States (which phrase includes 
local authorities of all kinds) to provide for universal compulsory and free 
primary education within ten years. So far as I am aware, such a duty of 
providing universal and free compulsory primary education has not been put ou 
the shoulders of local authorities in any other country. It is plain enough, 
that local authorities are not in a position to find the fina.nce necessary to carry 
out this directive. It is submitted that the Federal as wail as the Provincial Guvern· 
ment1:1 should relieve local authorities altogether of all financial responsibility 
in this behalf. I u11dersta.nd, that the State of Assam has taken over this re
spomdbility and dono the only thing that was sensible to do. The actual· ad· 
ministration of Primary Education should, however, be left in the ha.ndi! of 
the local authorities because that is the only agency which is interested in and 
suitable for making the scheme~of compulsion a success at the minimum of cost. 
I hope the States will appreciate the importance of this suggestion. 

. Unfortunately, our Committee could not go into the problem of provinci&l 
vis e. vis the local finance, or else our recommendations would have had a. greater 
value. Under the circumsta.nces, I suggest that each, Provincial Government 
should, without the least delay, appoint a. competant Committee consisting of 
experts in the administration a.nd finance both of the Provincial Government 
and of local bodies . to ex!l.mirie the problem in their respective jurisdiction 
in a.U its bearings. Pending the findings of such a composite Committee, the 
Stata Governments should try to implement such of our suggestions a.s they 
consider faa.sible, and~ which c!l.n be given affact to in the immediate future 
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I shall now proceed to give my views on some of the important reoomm· 
endations made in our main report and try to formulate my own suggestions. · 
I shaH begin with an att'lmpt to demolish the general belief that the rate of 
local taxation in India. is very low. This belief is the basis of many of the 
recommendations and therefore an examination of the correct position appears 
to be imperative. 

I shall then take np a. few important issues only and submit my remarks 
on the recommendations made in the main Report. 

A special chapter dealing at sameJength on the functions and finance o£ 
Village l'anchaya.ts is included in this note. I find that this subject deserves 
the greatest attention of all or ns -

IS LOCAL TAXATION VERY LOW IN INDIA? 
Incidence of Local Taxation. In the main report, it is stated that th~ 

incidence per htOad of local taxation in India. wa.s half per cent of the per capita_ in· 
come. The unveiled inuendo is that the _incidence ·of local taxation is very low in 
India. as compared with the· same in other countries. ·1 cannot share this 
view, although it is unfortunately common. I shall, therefore, state briefly my 
grounds for dissent. . 

Let ua first see how this figure of one-half p.c. is arrived at. Tpe Economi~ 
Adviser to the Government of India has recently published his report on the Natio· 
na1 income of the Indian Provinces for the year 1946-47. He has estimated the 
total net national income at Rs. 5580 ·crores. Dividlllg this income figure by tb& 
estimated pcpulation figure of 244.4 millions we get a. quotient of Rs. 228 which· 
i'l taken to be the per capita income per a0:num i.e. 19 per mensem per head. 

Let us now see how the incidence of loca.l taxation is arrived at. It has been 
assumed that in 1946-4 7 population in municipal or urban areas was 2,67,02,434 
and in the District Board areas 20,45,22,250, maldng a total population of 
23,12,24,684. In the case of income from local taxation, it has been e:~timated that 
the total income of the municipal areas was Rs. 19,33,37,132 and of the District 
Board areas was Rs. 5,22,28,921 making a grand total of Rs. 24,55,66,053. This 
grand total is divided by the above mentioned total population figure of 23,12,24,684-
which gives roughly Rs. 1-0·11 per capita incidence of local taxation. -

Dividing the estimated per capita income of Rs •. 228. given .above by 
Rs. 1·0-11, the incidence of local taxation wr bead as mentioned above, we find 
that roughly half per cent of the per capita national income is paid in local taxes 
in India. 

By a. somewhat similar process, but on a more scientific basis and from more 
reliable data available for England. it has been estimated that about 2.7 per cent. 
of the per capita. national income for 1949-50 (viz. £224) is paid in local taxes · 
in England. 

This gives rise, superficially, to the conclusion that the proportional incidence 
of local taxation to national dividend is higher in England than in India .. But a.. 
closer examination will show that the conclusioa involved is based on erroneous 
premises and wrong data, and to say the least, is misleading. 

In the first place, it would be wrong to compare the mere percentage of local 
taxation to national income without comparing the a.bsolute value of the national 
incomes. A tax of even half per cent. on an income of Rs. 19 p.m. (which, at pre
sent prices, cannot secure even one meal a day) falls more heavily than a tax 

. of 2. 7 p.c. on an income of Rs. 250 I- p.m. From the point of view of the tax-payer, 
the tax in India is really higher than that in England, because the total national 
dividend in India is so low that it would deserve to be exempt from taxation al-
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tog&tber (1). Moreover, to compare England, 80. p.c. of whose population is urban 
witb India where the urban population is only 13 p. c., is to ignore basis 
economic differences. In all rural areas, the taxation is always lower than in the 
urban and this is true all the world over. In India. the local taxation in rural , 
&reas is Rs. 0-4-1 per head against Rs. 18-12-3 in corporations and Rs. 4-11·10 in 
municipal areas. England can be more equitably compared with urban India 
rather than with India as a whole, which is essentially rural. If this were to 
be dona-l regred that the relevant data. is not available to me-the supposed 
lower incidence in India would, I am sure, disappear (2). 

Thirdly, the above comparit3on is made between Indian taxation in 1946-
47 with that of England in 1949-50. · During the last three years, the incidence 
of local taxation ha.s risen tremendously. In the State of Bombay, it has gone 
up by about 30% • If due allowances were to be made for such increases, the 
apparent difference would be greatly reduced. 

Fourthly, the re~e~t rise in price-levels is about 3-4 hundered p. c. in India 
as e.ga.inst ·75 to 100 p. c. in Engla.ud. This is another factor to be considered in 
oompa.ring relative incidence and to be duly allowed for. 

Lastly, land-revenue is not included in Indian figures of local taxa.tion, 
whereas the laiid·tax is included in the English calculation of local taxes. If it 
were to be added to India. or deducted from England, the resulting picture would be 
quite different. 

Each of these five factors mentioned by me tend to liquidate the apparent 
difference between tbe proportional local taxation in India; and England. If all of 
them were to be taken in conjunction, as they ought to be, I feel sure that the 
reasonable conclusion would be, not that local taxation- is higher in England but 
that it is actually higher in India (3) ! 

LOCAL TAXES AT PROGRESSIVE RATES-INADVISIBLE 
I. Property Taxes. I must sound 'a note of warning against the adoption of the 

recoommendation which some of my colleagues have made in favour of the levy by 
local bodies of property taxes at progressive rates. This reccommendation has been 
made by them without assigning any reason why proportional rates are unsuitable 
in respect of local taxation of properties and why they .recommend the adoption of 
progressive rates. 

If my collea.gues-·who recommend this course, are in favour of the abolition of 
the institution of private property by a .progressive levy of local property-taxes 
their recommendations would be, at least, logical and it would not be necessary to 

(1) ''Not only is the per eapita income low, but its distribution also is highly uneven. 
The condition of the majority is t:J.erefore mach worse than is indicated by the figures of 
per eapita income. Among the nrban classes-neariy 50 per cent. of the total ineome is 
concentrated in the hands of only roper eent. of their number. Inequality between rural 
and urban income is still more glaring (Dr. V. K. R. V. Rao-•The National Income of 
British Indin-quoted in Indian Rural Problams by Nanavati and Anjaria.) It is doubt
less that relatively to other countries as well as life, our natior.~l income is much 
too low". 

(2) It should also be noted that local taxation in India is handicapped by the 
poverty of India particularly rural India. 50 per cent. of the houses in the rural area have 
practically no letting value and the average annual letting value of the remaining 50 pel' 
.cent. is Rs. rof. per annum (vide Report of the Economic Adviser to the Government of 
India Table 7 (b). "Of the Land-less Labourer in rural areas is earning 2/3rd of the 
wages necessary to maintain him on minimum subsistensive level on a. very low standard 
of living." 

(3) "1 can only repeat (Hon. Hyndaman's Bankruptcy of India) that the people of 
lndia are growing poorer; that taxation is not merely actually but relatively far heavil"r". 

(J ,C. Kumarappa-Public Finance and Poverty P. 68) 
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JOID issues with them. I, however, suppose that they would not like to class 
themselves with any of the ''ists" who would go to the length of manipulating local 
property taxes to achieve this extreme end ; but two other recommendations of 
these colleagues, are rather consistent with this radical position. They recommend 
the repeal of the provisiou of the Bengal Municipal Act, which provides that 
rates for property taxes should be regressive after the valuation reaches the level 
of rupees one la.kh. They also recommend the repeal of similar provisions from 
the Bihar and Orissa. Municipal Acts. Secondly they recommend the repeal of ' 
the provisions of law, existing almost in every State; providing for the exemption 
from local tax, of properties on the ground of extreme poverty of the a.sseesses or 
on the ground that the valuation is below a. particular low minimum. In other 
words, these cJlleagueH, who advocate progression would uot agree to exempt 
minimum level of aubsistence from property taxation.* - _ 

These recommendations together with their other recommena.tions to 
substantially increa.se the rates of property taxes almost. · everywhoJre, if accepted, 
would result effectively in obliterating the institution of private property_to a. 
great extent. 

Besides the extreme wing of the politicians holding the above view, there 
is another class of persons who take up a. less stringent attitude towards the 
institution of private property. They argue for the adoption of progressive u-tes 
of taxes with a view to check the evils arising from unequal distribution of wealth. 
To them progressive rates are a Summum Bonum for the purpose. This method of 
correcting the inequalities is generally adopted only in the cases of taxes on incomes 
and on transfers of properties by gift or on death. Application of these rates to 
local property taxes are not advocated. 'Ihey realise that progression fits in 
with personal taxes and not impersonal taxes. Progressive rates ha.ve been 
applied to property taxes in Switzerland by Cantons but the principle has not 
been extended to the sphere of·' local taxation (Foot Note Seligman Essays on 
Taxation} In the case of incJme tax the progressive rate is generally applied by 
cantral authorities only. When an attempt was made in Sweden to apply the 
progressive rates to income tax at the local level, it had to be given up, because 
a commission on local Taxation there, reported in 1942 that the progressive rate 
should be discontinued mainly because such a rate intensified local disparities in\ 
resources. 

My colleagues who advocate the levy of progressive rates for pro_perty-taxes 
by local bodies overlook the fact that such a levy may have justification in the 
case of income tax on the gro11nd of ability to pay but it works unfairly in the case 
of tuation of property by local bodies. There is a. fundamental differenee be· 
tween local property tax and cantral income·tax viz. that local property tax corre
late very badly with '"incom3' from property 'much less wit.h local valuation of 
property'. It is evident that in the case of valuation of properties on the capital 
b&si.3, one cannot with any show of reason, , co· relate valuation with the actual 
income. Iu the case of valuation of properties on rental basis it cannot be argued, 
specially in the case of owner·occupfed properties, that the valuation has any re
lation to the actual income of the assessee. Even in the case of .rented property 
the gross return from rent is not the proper criterion of owner's ability to pay. 
For ought we know, he may have mortgaged his property. In that case no de· 
duction for the intere3t he pays to the mortgagee will be permitted from the gross 
receipts a.s is dona in the case of income tax, where ''ability to pay'' is the proper 
criterion. It will thus be clear, that the unadulterated ability to pay argument 
in the case of local property taxes is based on the false premises that local valua.· 
tiona of properties or even gross receipts are a. good measure of ablility. Two 

• (I am dealing with the question of exemption in the note elsewhere). 

363 



MINUTES OP DISSENT 

persons with the same va.luation of their properties or gross receipts will be pay· 
ing at the same rat" even though one is indebted and the other is not. · In the 
case of progressive rates, the principle of justice in taxation will receive a. ruder 
shock. 

' "Local Assessor, moreover pays heed -only to the.- property which is situated 
in his district. No attempt is made or could be made to assam ble scattered 
estates for the purpose of settling rates based on the total net ability'' ( See 
Groves Financing Government). 

The property taxes actually levied even on proportional" basis perpetuate 
serious direct distributional injustice. Let us not pile errors upon errors and 
carry this injustice yet further. (In the foot notes (1) see Seligman Essays on 
taxation also-American Pubic Finance and Buhler-Public Finance). . "-.."-.. 

/ Furthermore, the whole procedure for the levy of local progressive prcJi/{i 
taxes, including the fixation of the grades, slabs and brackets is bound to hi more 
arbitrl\ry and unscientific at the local level. It would never reflect true ability. 
A glance at the progression of rates in different municipalities would convince the 
most ardent advocate of progressive taxes of the truth of this criticism . ... 

Where we have a plethora of parties, bal'ed on political, linguistic, relig!QP.s 
and communal difference, progressive rates would result in greater disharmony. 
''The political popularity of 'soaking the rich' is likely to be a temptation to pri· 
mitive measures regardless of the effects on revenue (Public Finance
Buehler). 

I would not therefore support the recommendation of my colleagues to adopt 
the progressive rate of property taxes by local bodies. I concede that progressive 
rates are a high powerful weapon either for the extreme purpose of destruction of 
private property or for the political purpose of correcting inequalities of wealth. 
(see Financial Government by Groves). But it is submitted tha.t we 
should keep this powerful weapon in the bands of UpJler levels of Government only 
and not in the hands of local administration. A recent authority on Public 
Finance says that ''It is most desirable to ba.ve a. local tax which does not exag· 
gerate local disiJarities in wealth. This it will be noted cuts out for local use vro· 
gressive income-taxes. A tax which is proportional or even moderately re· 
gressive is more appropriate for a. local purpoEe than a. progressive tax etc." 
(Hicks Public Finance). 

''The least hampering type of tax is the rather regresshetax to which every 
one· contributes, the sort of tax which we have considered to be desirable as a. 
·local tax on other grounds. The most hampering variety is the progressive tax 
(J. R. Hicks, Hicks Lesser--The problem of Valuation for rating.) _ . 

It is needle~s to add, as some writers have done, that in times of bouse 
shortage-the property tax would be a. burden upon shelter. The Indian income· 
tax authorities have recognised the truth of these remarks and have exempted from 
income-tax new properties for at least 3 years. Progressive lccal re.tes would be 
much mor_e objectionable and act as a. serious deterrent of building activities. 

I know that in some states progr6ssive rates have been adopted for the levy 
of property taxes by local bodies. It is submitted, however, that if we are to 
extend the adoption of these progre~:~sive rates in the sphere of local taxation-the 
better course is to permit the levy of a. surcharge on income-tax for local purposes. 
This would be iust and equitable. At any rate this would be better than the crude 
attempts we are at present resorting to, for levyiug these taxes on the basis of 
'ability to pay', In spite of several drawbacks of a. system of local surcharge on 
income-tax this method is not quite unworkable--as the experience of other countr
ies teaches us. 
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-

II. Professional tax at progressive rates. In the case of the levy of profession 
tax by local bodies which is permitted by the constitution to a very limited extent, 
there wenld be some justification for the existence of progressive rates as they 
would be based on net income. It; is in fa.ct a local income-tax: and I suggest that 
the administration of such a. levy by the income-tax: authorities particularly where 
bi~er bodies aro concerned, would be a. welcome improvement over the present 
methods. Our Committee received ample evidence to show that local valuation of 
Professional tax: on income basis, was most unsatisfactory. Even tl1e appellate 
authorities found it difficult, to do justice tct the parties concerned. 

Local fund cess. For some of the reasons stated above, I am also opposed 
to tlie levy of r~ocal Fund Cess at progressive rates. If agricultural income tax: were -
imposed instead of land revenue, there would be some justification for t.he levy of 
progressive rates. 

Financial adjustments. With- a. view to better equip the local bodies for 
service as instruments of national policy and prepare _them ·for the steady enlarge
ment of their functions in the new set up,· we have, in paragraph 131 of the main 
report, suggested the desirability of establishing :~o cenvention by which the net pro
ceeds of certain Union and State sources of revenue shall be exclusively avai· 
lo.ble to the local authorities· In order to render their financial position more 
seucre, I would go a step further and recommend that the proposed demarcation 
of resources should preferably rest on a statutory basis· by promoting the nace• 
ssary legislation. Secondly, in addition to the thirteen items proposed for such 
tre!l.tmimt, I wQuld also recommend the "localisation" of a progressively increasing _ 
share of the following:- ' -

14. L9ond Revenue (Entry 45-List II) 
15. Taxes on Agricultural income (Entry fo6-List II) 
16. Succession and estate duty on agricultural land; (Entry 4 7 (B)-List II) 
17. Succession and Estate d~ty on other than agricultural land (Entry 87-

• List I) 
18. On sale of goods other than newspapers (Entry 54-List II) 
19. Non judicial stamps other than those levied by th~ Union (Entry 44-

List III) 

I ca.n visualise the difficulties in the way of the immediate implementation oi 
the above p::-nposals and foresee the disturbing effect upon state finances they are 
likely to produce, I am, therefore, prepared to concede that these proposals should 
represent the over-all targets which the State Governments must set before 
themselves as the ultimate goal for attainment by stages. They should proceed to 
evolve programmes suited to their_ individud requirements for the fulfilment of 
that ideal within a reasonable distance of time. But a beginning could and should 
be ma.de immediately. 

• For inst>~.nce the succcasion and est&te duty has yet to be formally developed. 
My proposal only seeks to ensure that if and when introduced, the proceeds of this 
tax shall be earmarked for the hen.! bodies. The acceptance of such a proposal is 
therefore not likely to produce any repercussions on the State finances. 

Similarly the immediate transfer of a share of recoipts from (1) ta.xe3 on agri· 
cultural income wherever levied and (2) from stamp duty on transfers of property 
and on letters of administrations and probate is, it is submitted, a practical pro· 
position. Its consumm:~otion sh·1uld mt prese~t much difficulty at!!l need not there· 
fore be pub off to a future date. 
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With respect to the sales tax, my colleagues consider that it should remain a 
wholly State source of revenue and not shared with the local bodies (paragraph 637). 
I am sorry I do not share their opinion. I consider that the objection to the sales 
tax on the scoro of being a regressive tax can almost be fully met if its 
receipts are spent for the benefit of the masses or in :other words are practically 
earmarked for the development of local beneficial services for which local autho· 
rities are responsible. In the section relating to octroi, I have developed this 
theme and shown how octroi can be replaced by the State Governments sharing the 
proceeds of sales tax with local l1odies or 'in th~ alternative agreeing to a surcharge 
on sales tax under certain circumstances. I adhere to that opinion and would 
ropeat that in view of the obvious identity of incidence between octroi and the 
sales tax, the proceeds of the latter belt>ng by right to the local bodies and should 
therefore be shared with them. 

Lastly comes the land revenue. It is gratifying to recall that my colleagues 
were able to concede at least the principle that local bodies were entitled 
to a share in the proceeds of this tax; though their actual recommendation in this 
behalf falls far short of what the situation requires. What they have pro
posed is the immediate allotment of only 15% of the land revenue to village pancha
yats and where not so assigned, to the district boards (paragraphs 637 and 
730). The suggestion is hardly likely to inspire enthusiasm when it is remembered 
that it represents the re-statement of a. reform already carried' out in Bombay. 
It appears that my colleagues bad a great mental struggle on going even so far 
and but for the Bombay reform they would have left untouched the land revenue. 
This hesitancy is wide-spread, particularly among administrators in mony States. 
I would therefore like to deal "Oith this topic at some length. 

As l~te as the year 19J7, the Decentralisation Commission proposed that ''in 
order to make the Boards more independent financially the 25% Government grant 
on their land receipts should be distributed rateably to each district Board. 
Any other Government grants which may still be necessary in poor districts 
should be in lump sums or in the share of percentages of expenditure on such 
services as education. But such grants should in all cases be given under a quasi· 
permanent settlement and should not be subjecb to periodic!l.l revision. Nor should 
Government grants of this description be treated as justifying increased Govern· 

, ment control." The Government of 1ndia appear to have accepted this principle 
when they alloted Rs. 7 lakhs as a contribution calculated on a. basis of 3 pies in 
the rupee of land revenue in that year. It was therefore that the Lawrence 
Committee 1915 (Bombay) recommended that a share of the land revenue should 
be added to the local fund aCl1ount. 'rhey considered it "of the greatest importancE} 
that the e grants should be converted into permanent assignments of revenue and 
guaranteed against curtailments when Provincial Government falls into financial 
difficulties." Commenting upon the above recommendations, Mr. Martin, the 
Officer on Special Duty reported (1917). ''This is undoubtedly the most appro· 
priate source of aid to local boards. It io realized within tht~ir limits and paid by 
persons who benefit by their operations. No other bodies could base any claim on 
the fact that portion of a fuDd to which they did not contribute was returned to 
those from whom it was drawn. There are other arguments in favour of Land 
Revenue as a source of assistance to local boards. In rural areas, as has been 
pointed out by various authorities land must be the main object of taxation. A 
bouse tax, a tax on the rayat's cattle or a poll tax on himself are alternative or 
additional direct taxes, which have bean or are in force in various coutries. None 
of these can be advocated as a. general taJt for rural India. Indirect taxation by 
octroi or similar means (in rural areas) is impossible from the nature of the case 
and the Central Government bas appropriated excise. There remains the land. 
It is at present the chief source of local board revenue in India. In EDgTand in 
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the form of ''rates" it-contributes largely to local taxation, the Stat~ lan4 ·tax being. 
of little importance. In F ranee and Italy, as has been !:hown before, it .contributes 
to both State a~d I cal funds, the latter gettiug the larger share, while in Germany 
the tax has been wholly made over. to lucal bod;es. The difficulty of deriving further 
lccal revenue from it in India arises mainly from the fact that the State has al
ready utilised this source of revenue. Whether land revtlnue is rent taxation or 
a rent charge need not be discussed in the present connection. What is fel~ is that 
land already contributes a large share to the public revenues and whether the diffi. 
culty in rait.ing further funds from it for public purposes be economic or political, the 
result in the limitation of resources is, from the- point of view of local boards, the 
same. If land made no other contribution to the general needs than the present 
one-anna. cess, local taxation on it at a mucb higher rate w·ould be little felt and 
paid without grievance. Ag>1in on the theory that Ian~ revenue is not a. tax but a 
rout, the argument may well be put forward that Government in its capacity as 
the chief land owner of the country is directly interested in the meeting of its 
local wants and that in such matters as the-improvement of communications and 
the creating of a healthy and intelligent agrrcultural ·population, the State in India. 
bas a peculiary direct economic interest. There li.re therefore valid reasons for 
considering that rural areas and their local boards have srecia.l claims on the land 
revenue and if a. share of any definite revenu& is to be assigned to local beards, the 
land revenue is a. very obvious and natural one. The Indian Ta.ntion Enquiry 
Committee (1924) also recommended tba.t a portion of the land revenue should go 
to the local boards. 

Thus land revenue is an ideal tax for loca.l purpo1es as it pre-eminently saliia· 
fies all ca.nons of local taxation. If, therefore, loc&l expenditure incurred by local 
bodies bas to be met by local ta.xa.tion, it is the land that must ahoulder ~he burden. 
This is specially true in India. where there a.re very fevr other sources in the rura.l 
areas that would yisld any a.ppr.tlcia.ble income. It would further appe&r tba.t 
practica.Uy in a.ll European countries land revenue is the main source of the income 
af local bodies. Seligmau, an eminent authority on taxation sa.ys that throughout 
the world, reliance for loca.l revenue upon real esta.te is not only indisputa.ble but 
is in e0mplete harmony with the newer theJries. Ba.•ta.ble endorses thia by 
d11la.ring that all a.bstract reasoning and experience a.re in fa.vour of this proposa.l. 
I, thor&{ ore, feel fully justified in ,holding tba.t the entire proceeds of the land 
revenue including the non·agricultural assessment belong by right. to the local bodies 
and should therefore be assigned to them along ·with a. portion (no\ less tha.n 5%) 
uf the Foreat Revenue. In vie\v, however, of the prevailing financial strin&ency, 
I would re::ard it as fa.ir if only 25% of the land reTenue collected wa.s immediately 
made OTer to the local bodies, the ultima.te a.Iienation of the entire proceeds being 
spr€a.d over a. number of yeara. Unless this is done, I doubt whether it will a.t a.ll 
be posiible at a.ny stage to claim with a.ny degree of satisfa.etion tba.t the local 
finance has been placed on a. fa.irly sound footing. · 

Among the other tnation proposs.ls there a.re a. few to which I ca.nnot sub
aaribe. For instance I firld it difficult to support a. proposal for the taxation of 
1'\oa.ting population in the sha.pe of a tax qp railway passengers in important centres 
of trade a.nd industry (paragraph 582) a.nd a tax on roa.d tra.nsport in the shape of 
a surcba.rge on fares ranging from 3 to 12 pies a.ccording to dista.nce (pa.ragrapb 696). 
In my opinion such ta.xes are of doubtful utility. To quote Dr. Gya.n Cha.nd "But 
the levy of ta.x on passergers by Calcutt& for ma.king permanent improvement. 
a&nnot be jus~ified. The incoming and outgoing of prssengers from these places 
is due to their geographical position and is a normll.l feature of every port. Iri 
taking the passengers they are taking a.dvanta.ge of their being gateways of com· 
~erce to levy~ toll on the oountrr a.s a .whole. Tb.e f~~oct t\lat t\lese ts.xes 9,re not 
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heavy and their payment is not resented makes them tolera.ble but does not cha.nge 
the fact that they are w'rong in principle" .• . 

. Taxation of Machinery. My colleagues ''see no reason why such machinery 
as is rateable in England should be excluded in India and recommend that Acts of 
-the various State3 may be amended on the lines of the English practice in this 
matter. The reason for this difference is obvious, viz. that the stages of industrial 
development of the two countries differ materially. Our industries are still in a 
nascent state and need steady fostering at the bands of the State and the local autbo
't'ities. Our protective tariff policies are based on such considerations. I do not think 
therefore that under the present condition of our industries we should subject 
machinery to local taxation. In fact, we should, at t be present stage, avoid any 
steps likely to hamper the growth of the industrialisation of our country. More

.over its introduction would add an element of complexity in the local assessment 
of our property taxes I would therefore prefer to adhere to as simple a process 
of assessment as would avoid the engagement of a costly expert agency for valuation 
in the 'pphere of la~l taxes that such complexity would involve. If, however, 
Government are inclined to cover ·machinery for local aRsessment, difficulties of 
defining machinery, '!loS printed out by the Calcutta Corporation Investigation 
Commission, should. first be solved •. I am, however, definitely of the opiniop. that 
tbe.introductioil of any such foreign innovation in our system of local taxation at 
the present stage will only result<in warping the growth of our infant industries 
a.nd introduce complexity in local taxation and must therefore be ruled out. 

So-called Service Taxes. I am glad that the fua.in report rejects the theory 
. propounded by !!!Uditors in this COUI!:tzy that certain imposts which they are pleased 
_to design~te "Servl.ce-ta.xes". should pe self-supporting.* We· have also shown that 
. there i&, a,bi!o~utely no legal ba,sis fm; tq11~ insistence on the part of the audit. In 
· fa.ct,jf any inference could be justified from the provisions in the d:fferent Acts, 
it would go against the · in~erpretatiqn put for\Vard by the auditors I Stranger, 
as it way see.n, misled by the audit <>;bjections, State Governments have insisted 
upon the observance of the so called ~·~xpenditure-equaHncome" theory in respect 
of many local services and even adopte~ the misnomer invented by audit by raferr!Dg 
to them as "service-taxes." The com b111ation of the two terms 'service' and 'taxes' 
·provides an instance of contradiction hi:terms inasmuch as a tax is a compul9ory 

· paymElnt irrespective of services. Thuii there can be no assorting of services wi.th 
ta.xes.- The phrase .. so-called" exposes t'he erroneous juxtaposiLiou of services with 
taxes. My colleagues have felt shy to;,pse the adjective "so-cc;lled" probably out 
of deference to the prevalent usage. Apart from this hesitancy, a. sort of halting 
agreement. with the proposition that service taxes cannot and need not be self
supporting appears to pervade their recommendations on this subject. They even 
prescribe : sel~·sufficiency as the "·ideal". In· their desire for as much revenue as 
possible from these sources, they L~~ove · q'Q.alified their recommendations by the use 

, of the terms "probably'' ''pos~ibly" '_'_a,s far as possible" ect. They are unable to 
throw off the old cloak which has covered this pet error of the audit for the past 
half a cen~uzy. ·They need· not have been so apologetic in the expression of their 
convictions. The logical corollary to tha..~ principle of self-sufficiency, would be that 
if the ~:xpenditure shows a tendencry t~outrun receipts from particular maximum 
rate, tbe service itself should be cut d<;lwn. This in fact is the length to which IIJl 

, auditor Vient when he suggested cuttiqg down a ~ervice when the cost exceeded 
· receipts I If such an interpretation ~re supported the conservancy services in 

several municipalities, which in a maj~ity of cases are in a poor way and where 
c_osts b&ve gone up on account of 'the' -~·ise in wages, will have to be- drastically 

::-:-- . -!-'---r- - -·-----~---------~ 
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'reducel I I trust the· State Government at · least, if not the audit, ·will see the 
futility of insistence on the pursuit of the theory of equating· cost and e:tpSn!iiture 
in respect of thesa essentia.l services' which must be rendered equally td tha·pooi:' 

· ll.s ·well as the rich irresp9ctive of the tax-paying capacities. · - " · 

State property-tax. There is one more aspect of the p~oposil.ls. which needs 
mention. It is with regard to the property taxation. In the opening. paragraph· 
,1. have referred to the proposal regarding a. convention to treat certain Union 
and State Lists subjects as excb1sively- available to local boqies.. These also 
include "taxes on houses and lands." At a. subsequent stage, however,- (pa.ra..
graph 166) while dealing . with urban immoveable property .. taxes imposed by 
States in Bombay and Punjab. my colleagues advise that "State Governments should 
withdraw from this field on condition that an equivalent local tax is .impo8ed 
by the municipality." The addition of such a condition ·was not only uncalled 1or 
but 'defiuitly illogical. For, if a. convention mus.t be established- tba.t ·the taxes 
on lli.'Qd~ an~ buildings shall be exclusively available for local b:>dies,.ia.a prnposea, 
then the withdrawal by the State Governments fro_m that tax must. be p.bsolute 
&nd unt~arilelled' by any concition. It was represented in evidence that 'the levy 
~f ~uch a tax by the State~ constituted a. ~agran~ encroachment on· tbe alre~?f 
ltm1ted sphere of local ta.xat10n. Tbey levy IS not lllega.l because the demarca.•.loi;l _ 
between th~ l•JCa.l and provincial sphere brought Jnto being by the Scheduled 
Taxes Rules of 1919 was done away with under toe Government of India Act' 1935 
and that p,.,sition h!!.s be~n m!l.iataine:l under jhe new constitution as well. 'rhat, 
however, does not take away the moral oblfgation· of the States not to encrotoli 
up()n re-1ources recognised as local. While therefore recognising the inequity ot. 
this levy by the State Governments~ my colleagues have supp1rted the condition 
imp,.,sed by' the Government of Bombay for Withdraw'il from this levy viz. 'That 
the loca.l bodies should impose an. equivalent r:~ote of additional property tax oq 
the rate-payers of the munieipal "it.reas concerned .. This indeed wohld be a: very 
incorrect approach to tlie problem. If they i~sist that the municipal. rate shoiild 
be incre1sed, by an addition of 10% of the ann'la.l letting value in 'Punjab, tor 
example, 'they should straight·away amend the municipaJ Act and give effect to. 
their decision. In Bomb!l.y the condition has not been found acceptable even 
by the municipal ·Corporations of Bombay and Poona. because they considered 
such additional increase too burdensome. In any case the retention of the proceeds , 
of this tax by the State treasury is far from justifiable and ·co'ls~quently' 'the 
attachment of any condition was unnecessary and so the withdrawal must. hot 
be subject to any condition. 

,. ... 
Property tax uemptions. In paragr~ph 189 of the main report,_ m}o 

colleagues have suggested that "there should be DO exemption from . J;>roperty 
tax merely on the ground of the animal value falling below a particular limit'-' aad: 
have accordingly proposed that "such exemptions, wherever they exist should be 
~~~QW~~ . . 

- ', J 

From my long experience of the working of local self-government in this 
country, I find it difficult to subscribe to such a view. .I. hold .that a pro·, 
position .of this nature is hardly likely to prove workable in actn&l practice :.. In 
my opinion, the suggestion implies in effect, though not in so many words, that 
DO man owing property can be considered poor or that no one has a right to hold 
property and call himself poor •. ' A stand such &S that. would hardly be sustain. 
able. It further lays itself open to the charge of being oblivious . to the fact that 
in India. there are immovet~.ble properties which are owned and inhabited by rersons 
whose means are so meagre. that they are unable to make the two.ends meet; 
They are living below &-mio.imum subsistell00'>.1evetof~existenca. · · · .. ,. . . 
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MINUTES OF DISSENT 

Any system of taxation must taka cognisance of the national characteristics 
and habits of the people. Ptnple in the mofussil are ganerall)' owner-occupiers. 
Many of their properties are not buildings but huts of the m1st primitive type-
they afford some &tight shelter against the elements. There are, in India, lakhs and 
lakhs of people living in such huts. Then, there are widows and old disabled persons 
who own small 'houses' in the mafussil and patiently await thsir death in dire 
poverty.· Pt3Clple incur debts· to own small tiny huts. Their poverty is patent. 
The social customs, habits a.ud traditions of the people in this country, moreover, 
incline to the. view that the first thing a. person considers essential is to own a. 
house-rather a hut, howsoever small, and built with the flimsiest of materials. 
The U.P. Municipal Taxation. Committee H.eport (1908-03) dascri bed this national 
trait thus : "The poor man may become rich but he will c0ntinua to live in his 
ancestral hovel. Conversely the d~scendant of a rich man may become miserably 
poor and find it difficult to supply himself with the necessaries of life but he will 
not desert the ancestral home .. and were accordingly le1 to recognise tha.t "the 
owning of a house in this country did not indicate the occupa.nts' ability to pay.'' 

Most of the Municipal Acts recognise thi~ trait of our people as also their 
wide-spread poyerty and accordingly include provision for examption from property 
taxes. As au illustration, I would refer to sub·section (3) of sec. 12-!of the 
Bengal Municipal Act, 1932, which provides that where the aggregate annual value 
of all the holdings held by auy one owner \Vithin a municivality does no~ exceed 
six rupee-s (on in other words annaa eight per mvuth) the rates E~hall not be 
imposed on any of the holdings. The presence of such a chuse in our statute books 
cleal'ly suggests that as late as the year 1!J32 there existed in the urban are~s of 
Dougal propertie::; b:Jaring on annual value of rupees six. The position apparently 

-has not much improved since than because in the foot note below Table 7 (b) of tile 
brochure on "Natiooal Income of the Indian Union Provinces" issued in 195J by 
the Economic Ad\:iper to the Government of India it is ·Jxplaine1 that "only 50% of 
the rural houses have been taken to have a rental value and a net annual rent of 
Rs. 10/- aud Rs. 120/- has been assum3u for a rural a'nd an urban house respac· 
ti voly." I).:Jspite these f<~octs, my cJlleagues object to su..:h exemptio:1s and wuul·l 
wish t·J rJpeal all such provisions and rec.:>ver house tax from all and sundry 
vigorously and ruthlessly by insisting upon the full pound of flesh by prompt and 
complete recovery. There is no human clement to doter, because they insist that the 
State should provide the machinery which will grind airy·thin and ultimately 
evaporate property owning class. Parhaps they would syllogize like this. fiJuse 
tax is a ta.x in rem, consideration of the financial position of the owner is irrele· 

- vant I The poor man has no right to O\Vn :J. house ! ! I I am sorry I am unable 
to agree with them. I am for exempting all those who are very poor by framing 
rules fur exemption which would become' opsrative after due sanction from the 
authorities concerned. (See Bublf:lr'-Chapter X VIII in Public Finance). 

Valuation by outside expert agency. It is generally accepted by highly rich 
countries that valuation of property taxes should be made by outside agencies
which are it~d-ependent of local influences and which should consist of a, psrsonnel 
competent to make proper· valuation. Theoretically the proposition appears to 
be unexceptionable.. When wo try to come ta the actual working of the schema, 
we come across some practical ditliculties. 

lu the first instance let us consider the basis of valuation. In the main 
report, we have recommended that the most simple a.nd suitable basis that should 
he· adopted is the rental ba.sis and not the capital value basis. It has been ex
lihoined that this basis is capable of being worked out easily as it is a mere mathe
matical calculation where the property is actually rented. It is also not very 
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difficult to assess on this ba.sid properties which are inhabited by owners on the 
basis of the valua.tion of properties in the neighbourhoad which are rented. The 
difEculties would ansa in the c'l.ses of special properties which are not usually
let such as cine:nas, factories; etc. Here snme expert kno·~ledge is neoaSS9.If to 
arrive at correct valuations. Such propertie::~ ar~ very few in the normal moil• 
ussil municipal areas. Help of Government valuation dal·a.;tmont.s, if. 'there are 
any, or of some professional persons ca.n be taken for the purpose of the va!uJ.ti::Jn 
of such properties. For the sake of these few properties, the incurring· of the 
cost of outside valuation agency, apart from other cJnsiderations, is not. at air 
justifiable. 

There is, however, !lo stronger reason advanced for appointment of an indepen
duut agency i.e. one which has not to depend for its position on the votes or .. 
go·JdwJll of p3rS·JnS whose or whose friends' properties are to be valued. Members 
of heal bodies cannot exerche their independ,ent judgment because they have 
got to depend upon tho votes of the assesseed. Officers employed by local bodies 
are eyually unable to exercise independent judgment because of the .fear of displea· 
sing membert~ who would like to interfere either on their own behalf or on behalf 
of thoile in wh,1m they are interested. It must be concnded that such influences 
are knowa to be exartei and have an adverse effect on municipal finances. \Vhat 1 
then are the reme Jios ? Tho usual remedies suggested are ruore or less on the 
f ,.Iluwing lines. That· Government should have a. ,·aluJ.tion department whose 
ollioers or tho Heni•lr ollicer of the revenue dapartment may be sent ruund peril)· 
uically tu all muuicipalititls, and they should d'J the valuation work. , Tho cost of 
Euch a valuation be recovered from the municipalities concerned. ' 

I have some kuO\vledge of the practice recently introduced in Bmnbay more 
or !Jss on the above lines at the instance of the Go,·ernment of-Bombay, who 
have practically coerced local bodies ipto accepting Government officers for valua
tion purposes by threats of \vithholdiog payment of certain grants which they 
cannot foreg 1 because of their.great financial striuger.cy. I am not concerned here 
with the legality of this procedure which appears to be open to grave doubt. I am 
howovor foolinG that tho experiment is not an unmixed success. Competent 
witnesses have al:;o expressed similar scepticism regariling such a. procedure 
adopted by toe Punjab Government in the case of State tuation of urban proper
Lias in some cities. 

I w mld su~dst a. sli~ht modifica.tion of the scheme .. Wholly· outside agency 
will fGLil Vijry often to appreciate l•JCal c:mditions, as is found in the case in some 
municipalities where valuations \Vera made by independent- outside ,Government 
agency. Let local authority be associated with such an outside agency to give the 
benefit o! beat CJnta.ct. 

So.:::mdly lat Government trea.t the cost incurred by them for the salary·, 
and allJwaLCe of their officers as gra.nt·in·aid to local bodies. This \Vould be a 
welcame relief to bca.l finance and make G·JVernment iot9rference les1:1 irksome. 
If these steps aro ta.kon, they will allay the fears entertained by lccal bodies, 
about tho heay c1st which Government machinery will land them into. 

''PrubaLly the best cure for this difficulty it~ to tmnsfer the 
duty of valuation tbut not, of c:mrse, of assessment or collection) 
Lu a. ceutral bady, placing the cost on the national exchequer. This. 
woula not only prom 1te uniformity of valuation practice, and so 
ouormnudy increase the equity of the tax, but would in, itself ten~· 
towCJ.nls equalizing inter local financial opportunities ( by removing· 
from I edl financial sh,mlders an expense which is especially .heay 
in sm.;,ll districts ), without in any way diminishing local· fiua,ncia~ 

· ~~outollomy." 
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Before such Government agency for valuation is asked to undertake the 
work it is suggested that some superior officer of Government should visit 
municipal areas and scrutinise valuatiOn and assessments of one or two per cent 
of properties selected by him and general revision by Government authodties be 
undertaken only if bUch an officer reports that such a revision is necessary. This 
wiH retain local freedom and make for efficiency and impartiality to a. great 
extent. 

Taxation of Port Trust Properties. Lastly cJme3 the queation of tan· 
tion of Port Trust Properties. In view of the working agreements re!!.ched by 
the Mad.ras and C~~olcutta. Port Trusts, with their resp3ctive Municipal Corporations, 
mv c11lea~ues have proposed that tne existing arrang3ments be continued in 
Madras and that steps be taken to give legisla.tive eff\:~ct to the terms of the 
Calcutta agreement and ended by suggesting the constitution of a tribun!l.l to deal 
with disputes relating to the .•. determination of rate1oble value of Port Tru'!t 
properties. - In the'case of Bombay, they have contented themselves by merely 
referring to the dispute between the Municipal and P<.~rt Trmt authoriths reg1ord· 
ing the exact nature of the items that should be included in the gross receipts 
for determining the profits. They have avoided g 1ing into the merits of the dispute 
because the Central Government _was stated to be dealing with the question. 

The Madras system based on a percentage of gross earnings was admitted 
~o be working well. I think that it should be extended to Calcutta. and Bombay 
as well in the interests of the amicable working of these bodies. Under the 
Madras system, 4% of the gross earningR is a.dopted ·as the rateable value of Port 
Trust properties. Since the figure was determined so far back as 1919, I feel, it 
stands in need of some enhancement on the ground of the rise in the levelil of 
property taxation in Madras during the last 32 yean In the case of Calcutta. 
I should like to add a. rider to the recommendation regarding the legislatirm of the 
agreement arrived at viz, that the proposed agreement should be ratified by the 
new Corporation that will com,e into office aftel:' fresh election, because the presenb 
Committee ca.rrying on the municipal administration in the interval is not representa.· 
tive of the local electors, but is only an ad hoc bJdy noninated by Government to 
carry on the municipal administration during the supercession of tb~ Corporation. 
The promotion of legislative action in this behalf should, therefore, awa.it its 
ratification by the elected representatives. In the case of Bombay, while the 
future relations may be conveniently on the Madras pattern, the Union Govern· 
ment must prevail upon the Pod Trust Authorities to pay off on the old basis the 
arrears of taxes to the Corporation of which we were told payment has been 
withheld since the yea.r 1944-45. It is submitted that there are no adaqua.te 
grounds for withholding such payments. I should like to add that the case m11.de 
out by the representative of the Bombay Corporation for immediate payment of its 
dues on the qld ba!!iS is backed up by sound common sense. 

. -
The recommendation to adopt the Madras system for Bcmbay and Calcutta. 

may not be scientifically correct but a _system which has worked well for over 
thirty years carries a justification in itself, and is preferable to methods which 
give rise to· constant friction between two local bodies working in the same area. 
It is further suggested that the assessment may be made subject to revision periodi· 
cally, instead of being made statio for a long period. 

Terminal Tax, Octroi and Sales Tax. Terminal taxes being no longer 
a vail able to local bodies as an expending source of revenue (vide Article. 269 (1) 
(e) of the Constitution of India) we were obliged to make a virtue of nece· 
ssity by arriving a.t the conclusion that "there is no alternative to octroi a.s 
it is financially the most productive single item of indirect taxation." l\Iy col· 
leagues could not "think of any substitute'' in place of octroi apart ·from termina.l 
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tax. Ha.vin~ ''reluctantly recommended octroi on practical grounds", they suggest 
as a. matter of reform tha~ (1) ''there should be, in each state, a. model.schedule . 
for octroi" which "should prescribe the list of articles and the maximum rates 
permissible thereon in order that wide variations in the rates may be avoided", 
and that (2) "if octroi is leviid it should be levied generally on an ad 
valorem basis." 

It is generally taken for granted ~hat indirect taxation is not a suitable 
source of revenue for local bodies. . But despite· this almost univenal condem
nation of indireet taxation, the. octroi and terminal taxes-the two most common 
forms of indirect taxation in services in this country ·cannot be abandoned,' 
This ' is because· their· imposition meets with least· resistance· f•om the public, 
who are accustomed to levies of this nature since time immemorial. The levy 
of r.ew terminal taxes by local bodies being effectively barred by statute, ther~ 
is, at least in those States, whers this form of taxation is in vogue, a rush for 
octroi and instances have been known where the State Governments themselves 
have found it necessary tO encourage levy of octroi and' even suggest the con· 
version of terminal taxes into octroi. Thus, octroi ·which is considerd, in the 
main report, as less suitable than the terminal' tax, has a9tually come to· acquire 
great impor~nc~. as an item of loea.l.reyenue. · There. is,· besides a strong under
current. of conflict between the octrol and the S&.les. tax-another tax on con•. 
sumvtion that the States are empowe~ed to levy 6n tbeir own authority and which 
most of them have already introduced in one form or the other, resulting in multiple 
taxation ar.d iucrease the tax burdens of the already over-taxe!'I poorer tax· 
paye'rs. Despite this obvious conflict between sales tax which is a state levy 
and octroi which is a local levy . there is no aba.tement in the speed with 
which octroi is spreading in·· some places. In the· circumstances, !,find it hard 
_to believe that it will at any stage be possible to dispense with· octroi. and 
. consequently, I am afraid, its levy Aha.ll have to be tolerated ad infinitum un· 
less the State Governments make up their minds to ehare the proceeds of the 
·sales tax with the loca.l bodies on the basis cif reali~a.tions within those areas. 
If this be 'not feasible then I would even be preril.red to recommend the intro· 
ductiun of a surcharge on sales tax for the benefit of local bodies. In the meantime 
octroi being inevitable, I will proceed to reoord my views on the workability 

. of the suggebtiun regarding the maintenance of State-wide model schedules of octroi, 
recomruonded in the main report. Among the States in which octroi and termi· 
nal taxes are in vogue, the local bodies in the Punja.b, aJ'pear to place the 
largest reliance on this form of indirect taxation. Their income from this source 
during tbe year 1947-48 was' nearly 40% of their total income from rates a~d taxes. 
The levy of octroi in that State is both by wei4lht as well a.'s on ad valorem 

. basis. An attempt is being made in that Stat9 for t\:le preparation of a model 
schedule of octroi rates, and my colleagues have probably taken a clue frorQ. this 
move. on the part of the Punjab Government and made their suggestion for a 
model schEdule. I a.m afraid that a State-wise, attempt on these lines is ·not 
hkel'y to succeed, and if any such scheme is· enforced, numerous exceptions to 
the rules will have to be provided. These exceptions would actually embrace a 
far la.rger range of articles than the general rule itself. . This would be the 
result because the circumstances regarding consumption,- use and sale (for which 
an octroi is levied) vary with each local body and even in the case of neigh~ 
bouring areas. For instance, an article produced or ma:qufactured in one loc~l area 
may command the largest demand in a neighbouring a~ea 11nd vice-versa. Con· 
sequently the rates in the two a.rea.s cannot be at the same level but m·ust 
be reglllated by the differences in economic factors of demand and supply. It 
was, therefore, tha.t the U .P. ~oncnment Ta;~ttipn Coii;~Plittee Qonsidered ''tm!· 
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form rates iu every municipality were undesirable." I, therefore, consider the 
impositiou of a modal schedule of octroi neither workable nor advbable. 

The second suggest ton requiring consideration is that regardic g the levy of 
octroi or. au ad valorem ba~>ts. The utter inadequacy of local revenues is writ 
large on every detail of lucal adminictra.tion. St:arch for more· ar:d mora money 
.appears to have led some of the State GevernmeLts to eccourage ar:d even 
to invite actively the levy of octroi on ad '\'alorem basis. My colleagues, too, 
were l .. d to the identical conclusion. To an extent, it is true that the ad valorem 
base wa3 1:kely t0 bring in larger receipts by rendering the yieH flexible, in 
as. much as, it would increase with the ri~e in prices and decrease when 

- the prices fall and thus secure automatic adjustment. I wish, however, to point 
out that the swing of opinion on this subject is now definitely to the other 
extreme and the disadvantages of the system will soon begin to show up. The 
U. P. Municipal Taxation Committee, were definitely of the opinion that "there 
should be no ad valorem assessment" and that "the tax should be on the maurda:e 
passed and the rates a.pplied equally to all goods". Professor Findley Shirras 
also condemns ad valorem assessment as ''one of the worst features of the octroi" 
(Public Finance). According to Buhler, a.nJther eminent authority "ad valorem 
taxes upon necessary goods, produced by agriculture at increasing unit costs, 
are especially burdensome, because the tax grows with the oosts and be
comes regressive in its effect upon low income groups a.s costs mount," Again 
the determination of ruling prices is often a very difficult task requiring long 
experience and spllcia.lised knowledge of the working of markets, which a. poorly
paid "Muhrir" or ''Naka-Munshi" can hardly be expecte1 to command. It 
was probably the realisation of this Aspect of the matter that led the Government 
of Punjab to suggest exclussiou from the purview of ad valorem assessment of all 
"articles the price of which varied greatly at different times of the 1ear." Indea.d 
the prices of goods are subject to SUCh considerable fluctuations that DO em· 
ployee of a local authority may be credited to know them with any degree 

< of accuracy. The result will be, that whereas somo popular brands of good:;, 
·whose prices are well known, may be charged with proper duty, the bulk of 
items is sure to escape fair assessment. Thifl uncertainty will lead to greater 
corruption, which will become a. feature almost of daily occurance. As 
Buhler puts it "complicated assessment problems arise in determining value 

· and evasion may be harder to detect because of the e~;Lse of declaring ficti
tious values.'' Moreover the prices are trade secrets and their revelation, which 
is inherent in a system of this nature, is likely to lead to serious abuses. Octroi is 
generally condemned· for its admini&trative defects. The introduction of the ad 
valorem basis is likely to multiply these rather than abate them. It is, there· 
fore, clear that most of the evils inherent in. octroi and declared by autho
rities as< 'incurable' (see GyancLand) exist in the ad valorem system of 11.ssess· 
ment in the most aggravated form. The essence of octroi is not in the ad vale rem 
assessment but in securing that its incidence is confined to goods consumed, 
used or sold within the local limits. A specific assessment on the weight or 
quantity of goods would on the other hand not only ·much simplify the assess
ment procedure but secure the above-mentioned desideratum. Specific rates are 
commonly easier to apply, be cause the ta;s; is simply so much for each unit 
of weight and evasion is discouraged because it is e1sier to count units tha.n 
to assess values. · 

In pa.ra.graph 471 of the main report we have drawn pointed atteution to 
tbe defects inherent in a system of refunds. In doing so, my colleague::!, however, 
did not consider it necessa.ry to notice the system of octroi 'without refund;~' developed 
in the Punjab. Several variations to suit local conditions appear to have beau tried 
~Jsewper~ a~sq b'qt with indiffere~t success, e.g. the Raipur srstem of .1\dvance pay· 
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ments (Madhya- Pradesh). Under the Punjab system, goods not intended for co~· 
sumption, use or sale within the local limits are allowed ~o be imported free of 
octroi on import and therefore the question of ref::u::ds on export does not arise. 
The legality of the Jsvy of such a tax appears to have been ca.lled into question in 
the ca.se ':Chief Officer City of of Labore Corporation versus the Punjab Flour & 
General Mills Co. Ltd., Lahore'' but was upheld by a Full Bench decision of the' 
Punjab High Court. While that single decision ma.y not _be rega.rded as sufficient 
evidence of its legal validity and may need further examination at the ha.nds of 
Government's Law Officers before it can. be adopted universally as a. better va.riant 
for octroi, it does indica.te broa.dly, to my mind, the direction in which the levy of 
octroi could be rendered less objectionable. For, it must be conceded, that most 
of the evils at present associa.·ted with octroi arise from the working of the system 
of refunds connected with it. If these could be eliminated even partially, if not effec· 
tively as they are likely to be under a system of octroi ''without refunds" the inno· 
v&tion has, in my opinion, much to commend itself. ·.The anomaly inherent in the 
present system of octroi with refunds is that a refund becomes admissible as soon 
as it can be shown that an imported article has been re-exported, even though it 
_may in the process have undergone more than one ~ale I No sueh concession·. 
would, however, be claimable under a system of octroi "without refunds". Once 
goods are brought with the intention. of esonsumption, use or sale, the octroi due 

. would be levied and the transaction closed~ It is, therefore, obvious that after 
the system is scrutinised and pronounced free from objection by the Government 
of India, local bodies levying octroi may have to consider seriously the desirability 

: o( switching on to the Punjab system, which conforms more to· the conception of 
octroias a cess on entry of goods for consumption, use or sale than the existing 
system. · 

In the opening paragraph, I hav~ referred to the possibility of State Govern• 
menta sharing receipts from the provincial sales tax with the local bodies or in 
the alternative agreeing to a surcharge on Sales tax for the benefit of the latter. 
I have been led.to this view by the consideration that in its ultimate incidence · 
octroi tends to be converted into a tax on sales. On the other band being levied on' 
retail sales, the Sales Tax constitutes a tax on consumption a.nd consequently par-
takes of the main characteristic of the octroi and the terminal tax both of which' 
esseatially are impJst on the entry of goods for CJnsumption, use or sale. The sub·_-
joined chart illustrates my point. -

Cess on tfntry of goods Tax on Sales 
- I ---~-

I . I 
Octroi Terminal tax 

goods used or 
consumed at the 
pla.ce of sale I 

I I 
on goods used, on goods 
consumed or exported 

local limits 

I 
I 

· on goods used, 
· consumed or 

sold within · 
local limits 

I 
or purchased for 

export outside-
sold within I 

---Not allowed to fa.ll on 
goods meant for use, 
consumption or sale 
outsiue lucal limits. 

ca.rried by 
railway, sea 

or air 

~ I 
ca.rried otherwlae 

1----~1 
Subject to refunqs Punjab system 

~ withoqt refnnds) 
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• Coupled with this identity of incidence, the Sales tax offers certain adva.nta~es 
over octroi. Firstly, it does not work as a. tax on industry or transport and nDhka 
octroi is difficult of being shifted to the rural dweller who brings his produce 
for marketing to the town. Belng leviable on au ad valorem basis, the sales 
tax is likely to proye more productive than the oct'roi. The Taxation Enquiry 
Committee recognised these advantages and were led to record 'he following opinion 
on this subject. 

"As a. substitute fo~ octroi it has certain advantages. The substitution of 
this tax would solve automatically the d1fficulties about entrepot trade, since no 
article which was not sold in the town would be liable to the ta.x. Its Incidence 
would be fairer ina.smuch as bemg on and valorem basis its weight would be 
grea.ter in the case of the more expensive a.rticlos consumed by the richer 
classes ; manufacturers would be freed from taxation on the raw mnterials of 
-their industry. Collection would be less likely to be a.ttended by fraud a.nd 
harassment of the .tax-payer ; a.ud lastly no administrative control would lila 
necessary to prevent it from developing into a. transit duty." 

Dr. Gya.n Chand endorses similar conclusions thus "receipts from sale 
taxa.tion can be used to replace the revenue derived by local authorities from octroi 
and terminal tax and the abolition of the latter will become a practical proposi
tion when and if the Provincial Goverments levy a.ud develop the sales ta.x to 
supplement and increase the resources of local bodies." (Finance of Local Bodies 
\n India.). 

Identical views regarding the inevitableness of sales tax as a. substitute for 
octroi were voiced by several eminent witnesses. 
- An extract from the oral evi~ence of Hon'bla Shri. D. K. Mehta, Finance 
.Minister, Government of Madhya Pradesh, in reply to my questions on this subject, 
will show that ultimately the State Governments will have te ·con!!ider this 
suggestion very carefully. 

,: My Questions-Have you considered the implication of the.termina.l and the 
octroi taxes ? \Ve feel that these are a.bt oxious taxes but we cannot do without 
them. Could we devise some method by \Vhich those could be done away with ? 
My suggestion is that a surcharge should be levied on sales tax and the pro· 
ceeds of it should be given to the Leal body within whose area the sales take 
place and thus abolish the octroi ? 

Shri Mehta. But there are dilferent stages of sales. , 
My question continued :-I am not talking of "·holesa.le but tbe retail sales 

when ultimately things go into consumtion. If that position could be examined it 
will be very beneficial and avoid all the evils of octroi which are existing at present. 
Many of the ·local bodies are superseded because of the evils of ootroi. The collec
ting agency should be the State and the surcharge when realis~d should be paid 
to the local body concerned. If this could be done, we will be able to effect 9<1me 
improvement iu the local administration as well. 

Shri Mehta. You would advoca.te a.bolition of the octroi and even the ter· 
minal ta.x and would suggest tha~ the sale3 tax should be furthar augmented so 
that the provincial revonue may not suffer. I think it is a suggestion worth con· 
sidering but it will take a little time. 

My question :-Why I suggest is this : because the provincial finance is 
such that some of the Provineial Governments may not like to part with this re
venue but if an additional levy is found suitable then it will be a better solution than 
any other. 

Shri Mehta. I would put it like this. Pa.rticula~ly at this stage of oar 
political develovment, veoplo know that octroi ib an impost levied by the relJrQ-
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sentatives whom they have elected, sales ta.x is an imposition by somebody, who is 
foreign to the local opinion. So, as I said, it will take it will require much greater 
_awakening on the part of the people to realise these things. In my opinion a stage 
should be reached when this would become possible. 

To recapitulate, my views on this ma.tter, are as under:-
1. Tha.t financial position of loca.l bodies and conditions in India are 

such that the levy of indirect taxes by local bodies cannot be dis-
pensed with. · 

~. Fresh levy of terminal taxes being barred by the Constitution of 
India, the levy of octroi becomes inevitable unless the alterna
tive proposed below are pressed into service. 

3. The system of refunds in octroi gives rise to many evils. The 
Punj&b method of octroi without refunds appears to eliminate these 
a.nd shrlUld therefore be investigated ·further and adopted, if found 
suitable. • 4:. Octroi on ad valorem basis-may bring in larger inoome but is 
highly objectionable a.s it gives rise to greater corruption and has 
definite adverse effect on trade, 

· l>. Abolition of terminal taxes and octroi and the introduction of a 
system of sharing proceeds of sales tax between States and looa.l 
bodies offer the best remedy. 

6. As an alternative to sharing of the sales tax, a surcha.rge on sales 
tax may be tried-
(i) Where terminal taxes or octroi are not levied 
(ii} Where terminal !;axes and/or octroi are levied but the composite 

burden of incide'nce is not too heavy. · 
Government grants. There is a wide-spread, almost universal, discontent 

ag&inst the present system of Gov.ernment grants-in-aid and the way in which 
they are worked. The grievances generally made are tha.t they are utterly inde
quate, tha.t no fixed principles are followed in their distribution, that the exer
cise of tha discretion left with the authorities in this respect leaves much to be 
desired, that the distribution gives scope for dissatisfaction ap.d heartburning, 
that the distributional justice if existing cannot be brought home to the payees, 
that they are used as weapons for reducing local bodies to a. state of practical 
impotence and tha.t this "instrument of control'' in its ultima.te working results 
in encr::Jaching upon the declared will of the legislature by nullifying the statutory 
powers conceded to the loeal bodies by the municipal Acts themselves and 
that the present financially weak position of the local bodies leaves them no ,option 
but to submit meekly to a.ll sorts of humiliating a.nd impossible conditions attach
ed to the grants. 

We received ample evidence in support of the above complaints: The current 
method or rather the lack of methodical financial adjustment between the States 
and lccal bodies is ..responsible for giving rise to many of these copmlaints. It 
will not therefore prove of any avail to deal with this problem in a superficial 
manner and attempt its solution piece-meal. . We must face the situation boldly, 
forsake the traditional methods which have failed and begin a. new era. in the 
Union·State·Loca.l financial relationship. To begin with, the Union and State 
Governments must rea.lise that for the welfare of the nation the existence of strong 
local self-government is as essential as that of the upper layers of government. 
This presupposes that the financial adjustments between the local bodies and the 
Stat(ls m'\l~t pe pl!loced on a sound ba,sis. For this purpose th(l gra.nts-in-11,id 'lone . . . 377 
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11hould not be the only method of such adjustment. The Union Government will 
have to appreciate that it too owes a. duty to the local bodies and that it will not 
do to wash its hands off them by taking sheHer under cover of provincial autono
my, whereby local bJdies are legally ·placed under· the sole protective wings of 
State Governments t· ·So long as local bJdies have not some separate sources of 
revenue, which they can legitimately look np:m as their own, frea from liability to 
encroachment by the State and so long as some expanding sources of revenue are 
not shared between all levels or Government, the States will have to support local 
bodies by ever-increasing though never-satisfying giants. 

It is submitted that separation of some definite sources of income, and sharing 
f>f others should be adopted to the extent of fulfilling the normal require
ments of local finance. The grants should come in only as supplementary to 
these methods of financial adjustment. Grants should be reduced to some definite 
and easily comprehensible formulae, in order to mitigate the present J.iscontent. By 
merely stating that' the grants are distributed according to ''merits'' or "needs'' 
or any such equally elusive phrase will not satisfy any one. Grants must be 
placed on the basis of-soon recognised principles of assessment· and distribu
tion. If exact mathematical ·formulae basen on some objective factors like the 
figures of population, rateable value, density of population, number of. school
going children (in the case of education) cannot be formulated with any pre· 
cision-an attempt should at least be made for evolving. some sort of workable 
formulae so that the margin for variation i~ reduced to the barest . mini
mum. This alone will induce the local bodies to feel that they are being 
treated equitably. Asking for grants should be reduced to an impersonal tra.n· 
saction; it should be no longer the present humiliating, favour-seeking and alms
receiving business. Instead of designating the process as "grant" from the 
State to local bodies, it should be converted into a demand or ''claim", 
based on some palpable data. .. The present conditions do no honour to the giver 
and demora.lise the receiver. - -

It is also necessary to lay down by statute the extent to which the Exe
cutive Governments could. use this system as a. weapon of control over local 
bodies individually or collectively. Evidence was led ,bofore us to ehow that 
th~ system was used to acquire powers which the legislature never intended 
to vebt in the executive. This must cease. To illustrate the legitimate so<lpe for 
using grant& as instruments of control, I should mention the following viz. 
(1) that department should be entitled_ to see that grants made fur specific 
purposes are not used for a. different purpose (2) that ·in the case of percentag:~ 
grant!! extravagance is . not encouraged and (3) that in the case of block grants 
the case for "need" is not exeggerated. 

If the recommendations made by us in the main report for making certain 
assignments of revenue and separate exclusive souroes of ineome for local bodies 
or of sharing certain se>urces of income are accepted, the noed for grants will 
be minimised and there will be fewer complaints regarding their inequitable 
distribution. Under the new set-up of our country it need<J tl) be restated in 
clearer term13 than has been done in the main report, that tbe greatest need 
of the hour is the assignment of definite sources of revenue and not mere a.ug· 
m?ntation or grants. The U. P. Governmeat have done well in appointing a cam· 
nuttee to go into the question of grants-in-aid and the information so far col
lected by that Committee constitutes a. mast valuable and comprehensive docu
ment so far prepared on the subja_ct, in this country. I have no doubt that 
report of the Committea, will afford a very val nabla guide to the other States. 

Provincialisation of local functions. In paragraph 97 of the main repod 
we have expresse<l the view that "whatever the criterion for the demarcation 
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of funetions between the State arid the local bodies, t.he desperat~ financis:-i plight 
of the latter sho\lld not be made a ground for reducing them to practical im
potence". I '1om afraid tba above does adequately make out a. 'case against 
provincialisation, if local bodies have to serve "as instruments of national recon~ 
struction on the widest possible scale". It is a pity that the tendency to re· 
lieve local bodies of one function after ano~her and provincialisation of the 
same is growing. If local bodies are unable to raise from taxa.tien funds ada· 
quate for the performance of a. particular function or functions assigned to them, 
the universal remedy sug~ested is that the functions themselves should be pr~ 
vincialised. On the other hand the ever·persisting financial stringency has 
rendered tbe local bodies desperate. The result is that even they have been 
found to join in the cry for provincialisation in · order to secure relief from 
financial burdens involved in the performance -of those functions. This is wel
comed by the State Government departments on which the function_A.are likely' 
to devolve on transfer for the very obvious reason that such a. pro~b'tls results 
in the expansion of their offices and consequently in· the improvement· of the 
pay and prospects of the departmental personr.el. The· public at larre, also welcome 
such provincialisation because it ensures improved service, better roads, a.sphalted. 
or camanted and wider roads, batter medical relief, better: equipped hospitals. ·In 
fact, everything on a. far superior scale than what· they could hope to obtain at 
the bands of local bodies. In the bargain, the occasion is made a handle to charge 
local bodies with inefficiency and incompetence and their works-Muccada.m and 
dust roads, _poorly equipped- dispensaries, lowly paid staff etc. are compared 
with provincialised services. Little is it realised that colossal amounts have gone· 
into the rendering of those provincialised services and that what was paid by,.: 
them reluctantly and grud~ingly in the shape of rates -to local bodies_, is, 
paid by_ them, many times maHiplitd in the shape of provincial and central' 
ta.xa11. Expenditure incurred by t}ae Public Works and other departments, 
for tho same kind of work as is done oy the local bodies-work for work-is com· 
paratively extremely heavy. It was freely and generally admitted by so many~ 
witnesses that the wages for labour are paid at

1 
higher rate, piece-work even for' 

the identical unskilled work for ea.rth·digging or spreading is also at rates 
which were much higher than those paid by the local bodies. Bates a.t whic4 
tendarR are accevted by _the departmental authorities are appreciably higher 
than the rates accepted by local bodies. Thus the nation is the poorer for all these 
transfers from the local to tbe State levet If only the finance placed in the 
hands of State Government departments were placed in the hands of local 
bodies there is littla doubt that despite all the real or supposed inefficiency of 
their administration it would go a long way-much longer-than what the depart
ments can offar. 

There is yet another aspect of provincialisa.tion, which is commonly .lost 
eight of. It arises out of the restriction of opportunities for training which 
the proviucialisation entails. The deprivation of a depattment resulting from pro
vincialisation naturally restricts the field of usefuluesa of a logal body and there· 
by shuts out the local body executives from the opportuniti&s for training offered 
by that particular branch of administration. The ovet·all effect pf such with• 
drawls therefore is to stunt the gro\vth of loca.l executives as useful public servants, 
and ultimately detracts from· their all-round efficiency. That is a. national loss 
which must be avoided aL all cost. 

If local bodies are to collaborate effectively in the task of national- re
construction and if every rupee of the tax-payer is to yield an equivalent value 
or a. better value than it yields today, lat us transfer· as ma.ny functions as 
possible to local bodies a.nd endow them with all possible fu:nds, which the 
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State can spare, for carrying out their functions. This is not to say that the 
work entrusted to local bodies should not be supervised and checked. Let there be 
all possible checks and control but let there be no talk of provincialisation. 

Such talk is doing no good to the rate-payers-distinct harm to local bodies
financially ruinous to State Governments and weakens the nation as a whole. To 
quote Sommers "the non·economic advantages of municipal independence, should 
not, however, be ignored. State and federal aid merely weaken local self
government. Centralisation of Services destroys it." (Public Finance and Nati· 
nal Income.) 

The Greater Bombay Corporation. I am sorry the Shroff Committee 
which was appointed by tLe Government of Bombay for examining the financial 
position of the Corporation of Bombay did not feel called upon to go into 
the wider.estions of assignments or separation of sources of revenue but con
tented itself by devoting its attention to mere temporary adjustment of the 
financial situation. The committee, therefore, came to the conclusion that the 
position could be temporarily eased by raising the annual Government grant 
of 9! lakhs for education to Rs. 25 lakhs. · 

Thus the financial position of. the Corporation daspite its recent increase 
in taxes and town duties continues to be precarious and careful attention will 
have to be paid to it without further loss of tims. The position has become 
worse by absorption within its limits of suburban ltreas both rural and urbau. 
Further areas will have to be taken in the near future to enable it to disperse its 
enormous population and break up its slums and deconcentrate its industries. 
It is therefore necessary that a. very substantial increase in its income should 
be eft'ected. I believe that the Corporation did not give sufficient thought to the 
heavy financial liability it under-took when it annexed a good slice of the sub· 
urban area. The Calcutta Corporation investigation Commission in its report 
just published, ha.s sounded a note of wise circumspection. Speaking about the 
Greater Calcutta proposals, it states as nuder:-

."The lines on which such development should tak~ place and the nature 
and structure of the authority by which it should be ca.rried out are no 
doubt matters requiring very careful consideration. But the problem of finance 
is the first to be solved. The new areas cannot be expected to pay higher rates and 
taxes before they get better amenities, and even . if they did, the task is 
of such magnitude and dimensions that, however, high the level of rates and 
taxes might be raised, they would never liluffice to finance the undertaking. In 
the opinion of the Commissioners, the development of these areas outside the 
boundaries of Calcutta cannot bs the sole_responsibility either of the Corporation 
or of the local municipalities, nor can it be the joint responsibility solely of these 
bodies. The Cprporation and the local authorities should no doubt each contribute 
towards the cost, but Gov~rnment as the ultimate authority niust be prepared 
to bear a. substantial portion of the burden from the propvincial exchequer. 
~ill such responsibility is accepted by Government, it is of little use to consider 
the problem of Greater Calcutta.". 

Similar has been the experience of the city of Madras Municipal Corpora· 
tiona who were led to voice similar sentiments on their subject as is evidenced 
by their resolution dated 22nd March 1949. -

"Whereas there has been a. heavy pressure on the finances of the Corpora· 
tion due to the assimilation of new rural areas into greater Madras and the 
satisfaction of needs of which entails additional expenditure Without the nect3sa.ry 
further augmentation of resources from these added areas, this council hereby 
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requests the Government to give a block grs.nb 'I.S ha.s been done elsewhere of 
Rs. 15 la.khs per a.nnum for a. period of five years CJmmencing from 1949-60." 

The Government o£ B.> nbay were as anxious as the 0Jrporatiao to annex 
the suburban area. to Bombiy and may therefore be expected to a.ppre61a.te 
the great fina.ncia.l responsibility which devolved on the Corporation and its own 
responsibility to ma.ke adequate cJutribution. I would therefore recommend that 
the Government should for a. number of yaa.rs conbinue to tn>loke liberal gr~nts for 
the devebpment of Greater Bombay. 

Apart from tba.t liability, the Grea.ter Rlmba.y Corporation needs subs~antia.l 
finll.nce for its normal workiug and development. What we ha.ve said in the 
mlf.iu report reg'l.rding improvemenh of bca.l finance will apply to the Bombay 
Municipal Oorpora.Gion also, hut immediate a.nd urgent need is to assign in the 
first instance the entire proceeds of the entertainments tax, and an appreoia.ble 
ahara in the betting tax., petrol duty and tobacco duty. I would also urge 
that Government contribution towa.rds exp3nditura' on Primary Educa.tion should 
be very substa.utia.lly inarea.sed. The question of wrmitdng certain loca.l sur· 
charges oo provincia.! taxes should be investigated a.nd the Oorporation. be empower• 
ed to levy them wherever fea.sible. It appears to ma necessary that steps should 
be ta.ken, befor~ the . position deteriorates further, to • appoint a competenh 
committee to go into the question of the Oorpora.tion finance comprehensively a.nd 
on a long·tarm basis. 
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.OTHER AD HOC BODIES 

. The Chapter on the finances of Improvement Trusts of the main reporh 
ends with the following cryptic remarks:-

"We received evidence at some pla.ces that it would conduce to 
economy, if Improvement Trust were merged with the municipalities 
in the area concerned. We h~ve also received evidence that Improve· 
meat Trusts should be retained as separate bodies. As we are requir· 
ed to frame our recommendations on the basis of the existing structure 

·of local bodies, we wish to express no opinion on the merits of this , . . 

.question.', 

At first Improvement Trusts ~ere not included within our purview because 
the term 'local bodies'· was interpreted by us, as explained in the foot note append· 
ed to the que3tionnaire, on the lines of its correct English connotation, a.s including 
''a.ll units· of local Self-Government such as City Corporation, municipalities, rural 
boards, village panch!Lyats, town committees, notified area committees etc.'' Sub· 
sequently, we received instructions from the Government of India. that our enquiry 
should include Improvement Trusts and Development Boards as well. This 
neceositated the issue of a supplementary questionnaire. When these were being 
drafted, certain objections were taken as to the relevancy of som~ questions raised 
by me, and I was asked by the committee to write a note to the Ministry of 
Health for directions. I, therefore, submitted the following note for the con· 
sideration of the Government of India. 

''The terms of reference of our Committee were framed so as to comprise the 
finances of ''local bodies" meaning "Local Self-Governing bodies." This is the mean· 
iog we have given in tbe questionnaire issued by us and .this is the sense in which 
the term is understood in England (vide "Comparative Local Government" by 
Montagu Harris). The Ministry of Health has now asked us to expand our enquiry 
so a.s to include therein the finances of 'Ad Hoc' bodies like Improvement Truats 
and Development Boards. It has therefore become incumbent upon us to issue 
a supplementary questionn11oire relating to these non-local Sell-Governing units. 
To my mind, tha following fundamental questions are most relevant and should 
be included in the list of such questions. (i) Whether, financially speaking, it would 
be profitable to carry out th" objects with which such ad hoc bodies, like the Im
provement Trusts or Davelopmont Boards are created, by applying to local authori· 
tie3, Town Planning Acts with such amendments as may be necessary or by creating 
statutory oommittess of local authorities, speci!Llly charged with the duty of carrying 
out such objects ? (ii) If however, such ad hoc, non·represtatives bodies are to be 
created or retained, what in your opinion should be the relation between these bodies 
and the statutory local self-governing authorities functioning in the area, particularly 
from the point of view of financial safeguards which such authorities can apply 
in the interests of the population they represent. The experience of such Improve· 
ments Trusts and Develoment Boards that we in Bombay have gained, points 
em,Phatically to the necessity of not neglecting the above aspects of the matter 
~ecause the financial transactions of such ad hoc bodies are so huge and often 
Imprudent and land local authorities into unmerited responsibilities. Law 
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ultimately compels that locaf b:)dies should inherit the legacy o~ all such imprudent_ 
transactions of these ad hoc bodies. It is therefore imperative that these 
compulsory heirs should be able to share the responsibility for such-transactions 
at a preventive stage. I have no-doubt that the Ministry of Health would rather 
insist that this most important financial aspect should be thoroughly gone into, 
hecause no erlquiry which does not throw light on this aspect of the matter is 
worth undertaking." 

The Government of India did not raise any obje~~ions to our going into th6 
question but the chairman wrote the following letter to t-he Ministry of Health, 
when in Calcutta the inevitable question regarding the function of Improvement 
Trusts vis-a.· vis the municipalities was raised hy some of the witnesses:-

. •• In connection with the enquiry which the committee have beeo. asked to 
make, we have, ~ur~ng · the course of evidence, received various suggestions for 
amending the structure of local bodies. By way of illustration, I might point out 
that it has been suggestod.- by some or iihe witnesses that the Calcutta -Impr~ve
ment Trust does not fulfil any us3ful function ~nd might ba _ wSuni up and 
amalgamated with the Calcutta CJrpora.tion. Similarly there have been silgges~ 
tiona that District BJards d~ mt pe_rform -any useful· functions' and might be 
replaced by ad hoc regional boards; more or less departmental or official in 
character. These questions do not come directly within the terms of- reference of 
the Committee, but they afford a wide field for investigation, on which the opinion 
and pr11.,.ctice of Provincial Governments is not necessarily uniform, what I feel is 
that even though in certain cases an improvement in local finance may result 
fro.n an alteration of the structure of local self·government, ths usefulness of the 
report which the Committee may submit -will be greatly compromif!ed if it goes into 
questions which are really extra. fina.ncial in scope and chara.cter. I would there
fore suggest that the CJmmittee shQUld build its recommendations on the basis of 
the existing structure of local 'saiC-g'lvernment whatever it may be in a.ny 
particular Province a.nd that rocommenda.tions for increasing the sources of income
of local bodies should be based on the existing system and not on aoy alteration in 
that system, howover dJsirable it may appea.r to be, even on grounds of finance. - If 
however, it is declared that altera.tbn of structure comes within the scope of 
investigation entrusted to this CJmmittee I fea.r it will not be. possible either to 
coma to any anonimity on the conclusion or to submit the r~port by the end of 
May 1950, as decided by the Covernment of India.. · _ 

''A ruling on this point may kindly be seut to me at an ea.rly date so that it 
may be communicated to the members of the Committee.''- · 

The only answer which the Mini~try of H9a.lth CJuld give, wu the on3 it did 
give as under:-

I a.m directed to refer to your l~tter No. 6-36i4:9 LFEC, dated the 
21st December 1949, on tha subject mentioned abJve and to ·say that as 
you are already aware it was after great difficulty that the term of the 
Committee was extended upto the end of May 1950 ·and that the Govern
ment of India will not entertain any proposal for its further extension. 
The Committee is required to complete its repod by the end of May 1950 
and it is therefore advisable that it would confine itself strictly to the 
existing terms of reference a.nd frame its recommendations with referet:.ce 
to the existing structure· of local bodies." . 

This is how \\'a came to build this stone-wall of ''existing stru~t~re" and non
expression of opinion on such an important matter ·as "the financial results of 
running two rival bodies in au area on pa.rallel lines". Notwithsta.nding all this 
background, the bulk of evidence tendered by local self-governing bodies and. even 
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by soma experts, whioh was admitted, pointed clearly to the necessity of closing 
down all such ad hoc bodies and merging them in the municivalities not merely 
on dem·Jcra.tic grounds but mainly for financial reasons. As, however, the t:Xami
nation of wit nest es was generally restricted as above to 'increasing the finanCial 
resources of such ad hoc bodies', the main report records that "our investJga.tiOn 
bas shown that Improvement Trusts have not been able to do any appreCiable 
work in the clearing of slums. Their difficulty has bean mainly'financlal. "All 
slum clearnce schemes are deficit schemes ; unless sufficient fuuds are made 
available from public revenues by Government, it is not possible, in our view, for 
any Improvement Trust or any other authrity to carry out schemes of slum 
clearance with any success". "Of all the Improvement Trusts in the various 
States, the Calcutta Trust is the only one which is well provided with funds. The 
revenue account of this Trust shows a. recurring annual income of over 50 lako.s 
from taxes and municipal and Government contributions". Even so, we were 
told by the Chairman,of the Trust that it found itself unable to undertake housing 
schemes for lower income groups ·without state subsidy. These premi~es led to 
the unavoidable conclusion that the existing resources of Improvement Trusts were 
not adequate for carrying out their objectives and accordingly the following specific 
sources of revenue were recommended in the main report by a. majority vote of 
those members who ware present at the time. 

(i) Compulsory municipal contribution equal to two per cent. of the 
aunual ratea.ble value of properties. 

(ii) & (iii) Share of the proceeds of 
{a) the entainment ta.x 

(b) the terminal tax on passen~ers coming by rail, road or inland 
waterways. 

(iv) Betterment tax 

( v) Government grants 
(vi) Surcharge on stamp duty on tra.nsfers of immovable properties in the 

cas~ ef Calcutta, Nagpur and other Trusts already levying it. 
Unfortunately the main report shuts its eyes completely to the most pertinent 

and patent fact that all these palliatives recommended for stepping up the revenues 
of these ad hoc bodies will be at the cost of the local self-governing bodies. The 
main report asks Government to rob Peter and pay Paul. Peter in this case 
is the legitimate proprietor, the representative "local self-governing body whose 
existing and potential sources are asked to be robbed and handed over to Paul
the superimposed pretender-the unrepresentative ad hoc body. Government is asked 
to deprive Peter of his legitimate duties and functions and to set up Paul to 
perform those functions and place both Paul and Peter in the same house-Peter 
crying and Paul laughing. Let us see how the avaricious Paul grows fatter and 
fatter and what additional powers he covets a.nd succeeds in acquiring and thus 
permanently maiming and disabling poor Peter. The following extract from the 
statement of objects and reasons appended to the Bill creating the Kanpur De· 
velopmont Board, affords an effective illustration. 

"Owing to the large increase in the population of the Ca.wnpore urb~n are!Jo 
during the recent years and the steady deterioration in the sanitary, housing and 
other conditions in the city, the question of effecting an immediate and large scala 
improvement has become most necessary and it is of utmost importance that early 
action should be taken to cope with the problems involved. In particular the 
problems relating to water supply, drainage, sewerage, sewage disposal, town 
planning including slum clearance and town expansion have all become intensified. 
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A new authority should be created which should not only take over and discharge 
all the duties and functions of the existing Improvement Trust for the proper dave· 
lopment and expansion of the city but should also assume full control over and res· 
ponsibility for a number· of important functions such as water supply, drainage, 
and sewage disposal, which are at present vested in the Municipal Board. Such 
an aufhority should also be in a po<>ition not only to formulate policy but also to 
execute it with the maximum energy and the minimum waste of time. 

The portion sidelined in the above extract are highly illustrative as they 
hold up to light the fact that the creation of such ad hoc bodies only results in 
the deprivation of local self·governing bodies of some of their fundamental statutory 
functions by transferring them to nominated bodies. To that extent, therefore, 
these ad hoc bodies constitute a fraud on the electorate inasmuch as they prevent 
them from exercising the right of controlling social services through their duly 
elected representatives. The services for which. these ad hoc bodies are made 
responsible properly fall within the scope of the· work assigned to local bodies. 
They are generally set up in the belief that indetJendent bodies. would produce 
more satisfactory results than municipal bodies. These Government created bodies 
are not responsible to any popular bodies but responsible only superficially to 
government departments o.nd as they say in England "A dog does not eat dog", 
From this view.poiut also it is desirable not to continue their existence._ This is 
one of the reasons that appaars to have prompted a. considerable b·Jdy of witnesses 
to advocate an arrangement under which the authorities should either be under 
the control of municipal bodies or the work now done by them should be done 
departmenta.lly by the municipal authorities themselves. 

In this connection, it is pertinent to refer to the observations of the Delhi 
Municipal Organisation Enquiry Committee as under:..:._ 

"From the p~int of."vi~w of the development of he&lthy local Self· 
Government also, these ad boo authorities, predominantly composed as 
they are of persons who 11ore not elected either directly or indirectly tend 
to weaken local interest in the services administered by them' except 
remotely, for the electorate cannot call to account its represent~tives if 
anything goes wrwg or if its wishes remain unfulfilled. Indeed the ad boo 
form of administration of essential local services tends to confuse the 
chain of responsibility and democratic control becomes impossible. Further 
there is the possibility of the weakenin~ of the general municipal govern· 
ment structure in respect of the services left to the direct control of the · 
municipal authority through lack of public interest." 

The minute of dissent attached to the above Report by Sir Arthur Dean, . 
Mr. V. S. Mathur and Mrs. Hanna. Sen also emphasise this aspect a.s they recog· 
nise :-'Obviously however, their (ad boo bodies') existepce would militate against 
popular control, for the functious are primarily and patently municipal". 

The Local Self-Government Expert Committee appointed by the Government 
of U. P. recorded its opinion against the perpetua.tbn' of Improvement Trusts in 
the following terms :-

' -"In our opinion, time has come when the work of improvement of 
cities should not be entrusted to a. separate body of persons a.nd we 
therefore suggest that all improvement trusts in the province should be 
abolished and the proivsions of the Improvement Trust Act should be 
incorporated in the Municipalities Act, subject to such amendments as 
may be necess&ry. The majority of us therefore also recommend 
that tl:.e provisions of the Housing and Town Planning Act of 1935 
a.s prevalent in England and Wales should be assimilated in tho 
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Municipalities Act for thiFI purpose._ It will further be necessary, 
in our opinion, that all the &B9ets and liabilities of the improvement 
trusts should be transferred to the Municipal Boards and we recom· 
mend that this should be done." 

The Corporation of Calcutta. investigation Com.mi~sion which submitted its 
report in January last year, also recognised the fact that the Improvement Trusts 
were more "adjuncts to the Corporation" and were performing the duties which 
are legitimately the domain of the Municipal Authority and expressed concern at 
the ever-increasing demand made by the Trust for contributions from municipal 
funds despite the fact that the "work to ba done by the Trusts becomes less ar:d 
less. We think therefore that.a. ceiling should be fixed to the contribution''. 
The objects commonly urged for setting up Improvement Trusts are elum clearance 
and provision of housing for lower income groups. These two functions are also 
among the statutory duties of municipal bodies. Fulfilment. by the municipalities 
of these objects is not ordina.rily possible becauPe of their poor and unaided fin
ance. .But given the aid which Goverment generally extends to the Trusts such 
services could be handled more efficiently by the municipalities themsSives as had 

-been ably pointed out by emiment authorities on Local Self-Government. Notable 
among these is Professor K. T. Shah, who in his "Constitution, Functions and 
Finance of Indian Municipalities" considers Municipality to be by far the most 
preferable agency "for carrying through housing reforms on a. scale commensurate 
with the dimensions of the problem." On this view of the proper ag9ucy, we 
think it is to be as uneconomical as it i.; iiJ,lpolitic that a specially created City 
Improvement Trust or a. Government Department should be given a hand in the 
matter. By so aoing, not only would we needlessly split up the entire work be
tween the social authorities, involving a. waste of time, money and energy but an_ 
adequate degree of coordination would be lost sight of". Ora.l evidence of Shri-
ManuSubeda.r was emphatically to the sa.me effect. · 

It is often pretended that these a.d hoc bodies are constituted for a limited 
period and for a specific notified work and that on the efflux of the period or on 
the completion of the specific work entrusted t'l them they wouiJ ce!lsa to fur:ctbn. 
The history of these Trusts or Boards exposes the hollowness of this pretence. 
These institutions are hydra·headed. Their life never terminates-and their work 
is never completed. Their functions and their schemes are not only unending but 
actually ever expanding. The extract given above regarding the objects ar:d rea
sons for establishing the Cawnpore Development Board and the ''Virata Swarup'' 
(all embracing character of its activities) would covince a.ny one that all the duties 
inteded to be undertaken by the Development Board will result in wiping out the 
functions of the municipality aHogether and render its further existence unneces· 
sa.ry, not for a decade or two, but for ever. To my mind there can be no justifi-
cation whatsoever for such a. usurpation. , 

These ad, hoc bodies are spending la.khs and crores of rupees on their esta b· 
lishment cha.rges which are extremely heavy and in several cases the fina.r;cia.l 
liability they ultima.tely bequeath to the municipalities is extremely hea.vy. As 
long as they continue-they use up funds which should legitimately belong to the 
municipalities and which are a constant drain on the finances of the b,tter and 
when they are \Vouud up-they often lea.ve a very onerous legacy. 

On similar grounds, :i object to the creation a.nd continuation of other types 
of ad hoc bodies for the performance of functions, which the legislature has vested in 
representative institutions or which such "institutions can undertake after due 
amendment of their constituent Acts. Under this category I have in mind _Rural 
District Boards a.nd Taluk Development Boards. The existence of these ad hoc 
bodies is clea.rly an encroachment on the sphere of duties which rightly belongs 
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to district boa.rds. In the circumstances, their creation by Government consti· 
tutes, in a. sense, an attempt to circumscribe the will of the legislature, which vestei 
thos'3 functions in the district boards: If necessary their Constinuent Acts may be 
amended so as to enpower them to undertake such items of work as are entrusted 
to · the Rural ad , hoc b·Jdies. Moneys expended at the instance of these ad hoc 
bodiss should legitimately be spent at. the discreatio:q of the peoples'· representa- · 
tive i.e. by the district boards •• The K&le Committee . which was appointed by the 
Govenment of Bombay to enquire into the affairs of Local Bodies and the Admin· 
stra.tiva Enquiry CJmmittee recently appointed by the Government ha.ve both· 
recommended in the strongest terms that these ad hoc bodies should go and that 
the finances placed at their disposal should be transferred to the statutory bodies 
concerned. Recommendation of the Venkata.ppa Committee on the integration and 
coordination of local bodieR in Mysore is more or less to the same effect. Further 
authoritative opinions could be cited, but it seems unnecessary to labour this point. 
Experience of Bombay in this direction affords a good illustration. It is tg the 
cred1t of the Government of Bombay that there are no Improvement Trusts any· 
where in the State and the one originally set up f!)r 'the city of Bombay was even· 
tua.lly merged in the Municipal CorpJration. . 

My recommendation in this behalf therefore' would be that Government 
should avoid creation of such ad hoc nominated bodies and should wind up such 
existing ad hoc bodies. Funds and resources placed at their disposal snould be · 
transferred to the local bodies concerned. If it is considered absolutely necessary 
in any very exceptional case to con&titute special bodies for carrying out some 
specific scheme through a special agency-the only body that should • be entrusted 
with this duty should be 3o special committee of. the municipal body or bodies 

· within whose jurisdiction such a. scheme is to be carried out and all the financial 
help which State Governments ~n give, shonld be given to such Committee. ~ As 

· a final resort and if necessary, S: Town Planning Scheme· may be prepared in cor· 
·porating all the necessary provisions-including slum clearance or housing and may 
be enforced to be cara.ied out by the local body concerned always bearing in mind 
that Government will have to ma.teri!lolly finance the schemes :which they eaforc3.: . 

Functions and Finance of Village Panchayau. · Many of my colle~gues were. 
not interested in investig~J.ting the finance of Village Pancha.yats, possibly be~ 
cause of the magnitude of the task. I was·. however, very· lu{lky, thanks to th.e 
Chairman of our CJmmittee, in securing facilities for studying the actual working 
of the Pancbayats by personal visits in some States.- Moreover, I have been 
.busy, for some time past in writing & book on comparative study of Vil1age Pan· 
chayats in India. and some of the material was ready a.t ha.nd. I wa.s, therefore, 
asked by my colleagues to write a draft note on the functions and finances of 
Village Panchaya.ts for the consideration of the Committee and f am glad that a 
go:>d p'lrtion of my note bas found place in .the main report. In my opinion,· 
however, the finances of Village Pa.ncha.ya.ts require a. more detailed and serious 

. consideration. I have therefore attempted in this note, to treat' the subject at. 
· some length, iu the hope that such a treatment would be welcomed. This note, more: 

over, bas given me an opportunity of embodying therein my views which were not , 
acceptable to my colleagues who signed the main report and of including therein 
the numerous charts prepared by me-charts which the office' of the Committee 
could not find time to circulate to the members of the Committee and therefore 
could not receive their attention. ' · • · ·. · · . . 

The Constituent Assembly, in the name of the people of India, adopted and 
enacted the Constitution. the Charter of India's freedom-on November 26, 1949. 
It embodies in part IV* what are called 'Directive Principles'. They are a. novel 

*Articles 36 to 5~· 
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or an unique feature which bas no parallel except in the Constitution of the Irish 
Free State. These Directive Principles, though they are not justiceable or enforce
able in a. Court of Law, are "nevertheless fundamental in the governance of the 
country and it shall be the duty. of the Sta.te to apply. these principles in making 
laws."* Dr. Ambcdkar, who pilotted the Constitution, made it clear in his speech 
delivered on the 4th November 1948, that ''they were not mere pious resolutions.'' 
He added : ''He would not admit that they have no sort of a. binding force at all". 

What are called Directive Principles is merely another name for "Instru
ment of Instructions to the Executive and the Legislature as to bow they should 
exercise their powers. The future Government cannot ignore them. They may 
not have to answer for their breach in a court of law but will certainly have to 
answer for the breaches before the electorate" • 
•..••• "These directive principles are mea.nt to be codes of constitutional propriety, 
which determine the relation of the Government with the people. These princi· 
pies are meant to be an imperative basis of State policy"**, The word 'State', 
here, it should be noted, comprises both the Union as well as the different 
States. 

One of these directive principles is that each State shall take steps to organise 
Village Panchayats and endow them with such authority as may be necessary to 
enable them to function as units of self-government.*** It would appear that 
the constitution lays emphasis on the objective viz. "of enabling the Village Pancha
yats to function as units of local self-government'' and the method of enabling the 
Pancbayats to function as such self-governing units is prescribed to be "to endow 
them with powers and authority.'' 

This directive principle, furthermore,. "gives the Constitution of India. a 
national character inasmuch as the Panchayats, the most valuable of the surviving 
democratic institution of ancient India, have found a Jlace in the Country's Consti
tution.*** l< 

The upshot of these preliminary remarks is that the Constitution of 1ndia 
solemnly enjoins upon the Union Government and all the legislative and execu· 
tive authorities throughout the country to (L) organise Pancb!l.yats and (2) 
to endow them with powers and authority with a view to enable these ancient 
national institutions to function as local sell-governing units. This is a positive 
constitutkmal directive to revitalise these ancient institutions as important organs 
or as solid foundations of the democratic Republic that bas been set up. This 
constitutional position of the Panchayats is the background of the unprecedented 
legislative activity noticed in almost all the States leading to the enactment of 
fresh Acts, enlarging the powers of the:;e Panchayats and the anxiety evinced on 
~be part of the State Governments to foster these institutions on democratic basis. 
This actually is a.s much a loyal fulfilment of the obligations imposed on the 
States as also the result of the conviction that national self-government must be 
based on the foundation of Village self-government. As an example, illustrating 
the basis of this activity, we may quote the following words from the Statement of 
Objects and Reasons of the Punjab Gaon Panchayat Bill, 1950: 

"In view of the emphasis, placed on the development and encouragement of 
Pancbayats in our new Constitution, where a specific directive is given for this 
purpose in Article 40 thereof, the Punjab Gaon Pa.nchayats Bill is presented to the 

• Article 37· 
•• Brochure on the Constitution of India, published by the Ministry of lnforma~ion, 

Govt. of India. 
•u Article 40 of the Constitution. 
•**•Brochure on the· Constitutiol1 referred to above. 
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AssAmhlv. Unner this Bill, it would be the responsibility of the Go.vernr:nent 
to establish a. Gaon Sabba. and a. Pa.ncbayat in each Village, etc." 

The history of Village Pancha.yats reveals a. baffiing variety of these ancient 
institutions, their functions and their finances, in different parts r>f the-country, , 
not only during successive but also during contemporary periods, we can, therefore, 
give here only an overall picture, omitting all variations due to historical or geogra
phical differenCAs. Our picture will not therefore represent correctly in all res
pects nor will our remarks apply accurately to all ancient Panchayats in all parts 
of the country at any given time. 

The most ch&T&cteristic feature of the Government of the ViiJage Comm· 
unities in ancient India ·was the Panchaya.t-Iiterally ·meaning the ''adminis· 
tration by 5 people". This numerical connotation, whatever it originally meant, 
Is not applicable to the Panchayats ·we meet with either in the ancient or in 
the modern timeR. The word Panchayat means an association of village people 
for doing administl'&tive, judicial or other public work.1 It should be noted 
however that sometimes the term Panchayat denqtes the general meeting of 
the inhabitants but generally it means a. select committee chosen from among 
the inhahihtntR. It would appear the word 'Sabba' is commonly used for the 
general Assembly of the village people whereas the word- Panchayat is used in 
the !lanse of a Committee, elected ·by the Sabha. In the literature of the 
&outh, we generally meet with the term- Sabhas and not with ''Village 
Panchayats." 

In this nota we shall use the term 'Village Pancbayats' for both the Sabba, 
the ~~neral af:lsernhly, as well as for the Committee-the Panchayat proper, 
As Prof.· Altek&r11 states the Panchayats were cosmopolitan bodies consisting of all 
the numerous castes ( ~ Gtiffl:rtiJ() and professions ( f~ ~t;:nq_) residing 

in the village (qq; ~ fil~nfe:rtlt( ). The record of a judgment in one of the, 

cases, Babaji V. Ba.baji decided in 1693, bas been signed by the members of 
a. Panchavat. These members include Patils, Chouglas, goldsmiths, carpenters, 
potterR, shoemakers and the mangs,8 It should be noted that all these members. 
met as equals in the general- task of regulating their common life _;_a feature 
which distinguished these national institutions from others dominated on the 
one hand by tribal organisations-which form the basis of s'emetic or sara. 
cenic culture and on the other hand by city states which formed the basis 
of geographical and cultural segration of the European states.4 

, 

As regards the functions and powers of the Village Pa~chayats, . it 
may be stated that there was practically no legal limit prescribed for their 
exercise. ·They enjoyed those powers by tradition or by right of prescription • · 
as it were. The functions of these ancient Panchayats may . be classified as 
under:-- · 

(1) Revenue jurisdiction. They collected state revenues· and paid the 
same in the state treasury and even granted remissions under certain. condi· 
tiona and inflicted penalties for non-payment etc. 

(2) Administrative or what we may call municipal functions. -
(3) Judicial functions--They tried both civil suits and criminal cases. 

Their jurisdiction in respect of the former was almost unlimited and exclusiv:e 

J, John :Mathai- Viltage Government in British India. 
2. Village Communitlt>s in W~stern India. 
3· Rajwada's Aitihasik Lekhsangrah. 
4· See Mukerjee ou I,oc~l Government In ancient India. 
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and in- respect of the latter , only the more serious offences were reserved 
for trial by state court. 

(4) Police functions. They were responsible for watch a.nd ward. 
(fj) Trust duties. They undertook duties ~ as trustees for individuals 

and states in respect of donations of various sums given to the Panchayats on 
trust to perform some specific public duties. 

(6) Banking Business. Several Panchayats acted a.s bankers and received 
deposits etc. - · · ' 

(7) P~blic work like irrigation and water supply. The Tank Comm· 
ittee of the Panchayats attended to these duties. This commi~tee was a sort 
of a. public works department of the Panchayats. 

(8) Religious duties attached to temples were often underta.ken by 
'Pancbayats. 

(9) The Defence work : Pa.nchayats defended the villages against wild 
beasts and robbers and marauders. 

' ''From a. review of these functions, it is clear that a vast sphere of ad
ministrative work was covered by these self-government bodies, leaving to the 
central government but very few points of contact with the ordinary concerns 
or the daily life of the people. H is just like the case of a menarchy limited 
by a vast democratic org!lonisation which made itself responsible for the welfare 
of the masses. And this limiting condition of Indian absolutism had been in 
operation from times much anterior to the evidence considered here. For, we find 
that the popular assemblies of the South held in check the power of Kings, 
while old Tamil literature brings out the same fact." 

"It will be thus seen that· the central government exercised 
only a general supervision and control over the village assam blies 
and their councils. It left the initiative to the village councils which 
enjoyed large powers. They made effective arrangements for the de
fence of the community, coJlected the taxes of the central government and levied 
their own~ settled village disputes, organised works of public utility and re· 
creation, functioned as. tru;;~tees and bankers; raised public loans to mitigate 
the miseries of famines, organised schools, colleges and poor houses and arran· 
gad for their funds, and supervised the manifold religious and cultural activ
ities of the temples. There can be no doubt that they exercised greater 
powers than those that are at present enjoyed by the local bodies in most 

' countries, both of the east and of the west. They played an important and 
creditable part in defending the interests of the villagers and in promoting their 
material, moral and religious progress. "1 

· 

It will be seen from the all pe:rva.ding functions of the ancient Village 
Panchayats mentioned abov.e that they could c.ot in the very nature of thing:~ 
be performed by them unless they were placed in a satisfactory financial 
position. 

"The manifold kinds of administrative activity shown by these ancient 
Indian local bodies, embracing not merely the sphere belonging to the ordinary 
and normal civil functions but also that covered by much socialistic, philan
thropic, and charitable work, undoubtedly imply the existence of an adequate 
public fund at the disposal of these institutions. We have some evidence on 
the subject in some of our Smriti works.''2 

I, Dr. Altekar: State and Government in ancient India. 

2, llookerji: Local Gove~nment In ancient India, rP· 250-~t, 
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• We shall therefore give hereunder' the different sources of. fucome of the 
ancient Village Pancba.yats in different parts of the country~ , 

We shall now examine the tax and non·tax revenues of .:Village Pa.ncbayata 
of our ancient India.. ' 

(1) Assignments. Th~re is ample evidence to show tha.t the ownership 
of all land did not vest in the King but in the peasant cultivators. _There
fore, the income from la.nd which the tax derived, WdoS land-tax and not 
land revenue. It bas been cle&rly establisbe:l that the Village Panchayats 
were mainly responsible for collection of land-tax or la.nd·revenve whichever we 
call it, and what is more important for the purpose of our enquiry is tha' 
a percentage of the land-tax collected was assigned to Village Pa.nchayats for 
financing its own activities. During the Maratha period, the records show, · 
that ~~ohout 10 to 15% of the la.nd-tax collected by the -villll.ge Pll.nchayat was 
permitted to be utilised for its work of public utility. and village defence.1 

The villagers had, besides the l&nd-tax, ·to pay a number of taxes to the 
State. ''The- Smritikaras mention_ several other taxes. that were imposed upon 
the villagers. Thus Manu. refers to a 16 per cent. duty on· ghee, drug~. honey, 
flesh, flo~ers &nd vegetables, etc., a 2 per cent. property tax on cattle, g'lld, 
etc., a special tax on mercbants and so on ; and other Smritikaras concur with 
him· Tha.~ these recommendations of the Smritikaras were actn&lly followed 
in practice becomes clear from the Arthas&stra. and western India. inscripo 
tiona. From the former tr"l&tise it appears that the villagers bad to pay 
octroi duties, bazu dues, property taxes on cattle g1&ts and h'lrses, etc. 
There was also a ferry tax and a 16 per cent. duty on flowers, fruits, vega. 
t&bles, seeds, fish, flesh, etc." 

From all the sources which formed the state revenue G.-•vernment found 
it neceasary to sanction about 22% Gf the village revenue for village expenses 
durings the 11&ratba. period.2 · . · • • · . 

Prof. Altek&r states that ''under the Mara.thas, Saudir Warrid ·Pattee 
formed a regula.r item in the village tna.tioD. It was a. duty in addition to 
&nd apart from the land revenue and amounted to about 15 per cent. thereof. 
Ita constituents, as mentioned by Elphinstone, were as follows :-

(1) Dukul Pattee (this was a. 10 per cent.· duty on the Inamdars) 
(2) Miras Pattee (This was a similar charge on the Mira.sdars.) 
(3) Mohterfa {rhis was a tax on shop·keepers.) (4) House~ tax-
(5) Marri&ge ta.x {6} Buffalo tax, etc.'' _ 

Prof. Altekar says that "from an analysis of the ava.ilable evidence, U 
elearly appears that in the pre-British days, ever since the earliest times, 
'here was a regular village fund m!l.de up by a. contribution. of part of the total 
'axes collected in the village".' - · . 

It at would further appear the sometimes, a lump sum was assigned and same· 
times particular taxes were 'localised' Both the practices were in vogue. During 
~he Maury& period some taxes were clearly reserved for local purposes: From 
Sukraniti, Prof. ·Altekar concludes that the custom of allowing a cercain per-. 
centags on the gross vill&ge revenue was also in vogue in other places and times"4

• 

Ttle British Government discontinued these taxes for some time but they' 
reintroduced the same in a new and consolidated form viz. "'the Local Flllld.'_:_ 

·1. Altekar-Village Communities in western India quoted ir1 his State and Conrll· 
ment in ancient India, p. ISs. - · 

2. Elphinstone. 
5· ··Altekar-Village Communities in Westera ladla. 
•· Vill~t Communitiea in Wea~eJ%1 India, p. 69. 
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(2) Labour. It appears that the smiths, c&rpenters and others were 
'required to work for one or 2 days1 a month for the State. The central gov
ernment usually assigned the right to receive this labour ta.x to the loca.l 
bodies which cnuld utilise it in carrying out their schemes of public utility. 
"This Rtates' right to free lab,ur on certain occasions eventually benefitted 
the village communities themselves as it enabled them to get the help and co
operation of a. numher of Ia. bourers, ca.rpentera a.nd smiths in building and ra· 
pairing roac1s, rost·houses and tanks.'' 

(3) Surcharges. LikA the French "Centimel additional& the Panohayata 
h&d the right to impose additional percent&iel or ceases, on atate taxes for 
village purfVIQe, · 

(4) Financial auistance from Central Government. The Centr&l 
Government helped the vill'lge c"''uncils by direct grants or by giving m~~oteri&Js 

'free or at concesl'inn rates2 Big works were sometimes entirely financed by 
Government e (1. the fa.rn"lll!'! Dam at Girnar in Katbiawar. 

(5) Endowment!!, Num'lrnus gifts were received from individu&ls for certain 
public works i.f!. for digging wells, removing ~;ilt from tanks, etc. 

It should he not.Acl tha.t what is described above as 'Village Fund' ia 
·: eomething altoget.her diffe•ent from what we know as 'Looal Fund'. The village 

fund to which a)] the assignment.s were made was collected and spent in the 
villa.g'l itself by its own inhabitants unltke lncal fund which is collected by 
the State and reverts to district boards-and only recently, ra.rtly to 
Villag~ Pancha.va.ts in s0me States. The village fund was fairly large 
and e'lahlA Villa~e Panch'l.~·a.ts to undertake numberous works of public utility • 

. The tiiscontinu'l.nM of t.hi~ fu'ln h;H, S'l.yq Elphinstone, considerahly affected 
vilhg13 c"~mmunal lifA and "the Yilla.gers feel the want of old charities and amus~r 
ment objects on which p'l.rt of this fund was extended." 

(61 Land-A great so•Jtce of income to the Village Pancbayats. 
All vilb.ge lann>~, nnt in priv;~,tA hands, nor reserved as crown lands or 
cm!lecrated to the temple were held in absolute ownership by the village ass
emblv which ex'lrci>~eo all the rights involved in such ownership. So also did 
the Panchaya.ts acquire Ll.nds by reclaiming waste land. They also purchased 
lands f:Jr pnhlic pnrpoc:e in much the same way as we now do under the Land 
Acquisition Acts. T.anrl forCeitetl for non-payments of d.ues were also added to the 
property of those institutions. They even exercised rights of pre-emption as against 
outRide purch'1.sar of hnd held bv villio~ers. The managemellt of these lands ena· 
bled the pa.,llh>iy'1.t~ to rai~e.considerable revenue to meet the local needs. · 

(7) Utility undertaking. Yill'l.ge 01Uncils or~aniPed f;everal works of puhlic 
utility-like clearing of forec:;ts and w'l.stelands and hri~ging them ur-der cultiv&· 
tiori, irriga.thn tanks and canals and "thus increased the wealth of the village"1• 

(8) }1,1dicial Fees and Fines. Fineq imposed upon offenders by ~ili~ge 
counciJq a.}'l'l fl)rm~l &'l a.pnr~oiq.ble snnrce of revenue. 

· · (9) Tolls or octroi duties a,.,d a. tax for village Police are mentioned as 
among the indep9ndent sources of village revenue. 

Bomba.v., The Bomhav Village Panchaya.t Act 1933 (Bombay Act No. VI 
of 1933) substantially amended from time to time, governs the Villa!!e Panchayats 
in the State of Bomboy. "' 

The functions of the Village Pa.nch~J.yats are mentioned in the functional 
~hart A (compulsory) and B (nptional) annexed herewith. · 

The sources of income are mentioned in the financial chart given hereunder:
I. Shukranity. 
2. Kau·ilya's Arthshastra, 
,. ~oqtll lndiatl UlScrij?tions. 



BOMBAY 

vn.LAGE PANCHAYAT FUND 

\ 
r 

Taxes a.nd fees leviable 
by V. P. (sec. 89) I . 

( ----------~ 

~{A) Compulsory (B) Optional 
(1) shall levy a. ta.x (1) A Pilgrim tax 

upon owners a.nd occu· 89{2)(ii) 
piers of houses a.nd (2) A tax on fairs, festivals and 
Iancia in the village entertainments 
which a.re not liable to 89{iii) · 
pay agricultural assess· (3) A ta.x on sale of goJda 
ment. 89(1) b9(iv) 

... 

(2) Any one of the taxes (4) Octroi 89(v) 
mentioned under 8 sub. (5} A ta.x on marriages, adoptions 
heading under the main and feasts 89( vi) 
hea.d "Optional" in the (6) A tax on shops & hotles 
next; eolumn (vide 89 89(vi·a) 
(2A) {7) A ta.x on premises where 

machinery is run by steam oil 
or electric power for any pur· 
pose other than domestic or 
a.gricultutral, 89(vi-b) 

(8) Any other tax l~viable by Pro
vincial Government in the Pro
vince under Govt. of India. Act 
1935 (Except not a toll on 
~otor vehicles or tra.ilers such 
as provided by sec. U of Born· 

I 
(C) O~her sources of income 

I . 
(1) Amount allotted by Provincial 

Government under sec. 191 of 
the Bombay District Muni· 
cipal Act, 1901 (Funds of & de
funct Notified Area Committee) 

81(&) 
(2) Sums contributed by Pro· 

vincial Government or by 
Di~:~t. Local B •rd (F) 

(3) Grant by Provincial Gdvern
ment of 1/4 Local Fund Cess 
realised lin the previous year) 

. in the area (92A) or Grant by 
Provincial Government equi· 
tmlent to 15% of the Land 
Revenue reaUsed. in.· the pr6• 
vious year 92(A) whichever 
is greater. 

(4) Sums rea.lised by Village 
Bench a.s renalties (sec. 46·46) 

(5) Sums ordered to be placed by 
a C )Urli, to tihe oredi~ of a 
V11lage Fond 89(d) 

(6) Fe3s levied for institutioa of 
suits a.nd cases (sao. 69) 

(7) Sale proceeds of dast, • dung or 
refuse collected by Villa• 

(D) 
1 

Other receipts. 
Loan from Provincial 
Government Sl(g) 



VILLAGE PANCHAYAT FUND-contd, 
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bay Vehicles Tax Act 1935) 
Approved by' District Local 
Buard and sanctioned by Pro· 
viucial Governments. 

89(vii) 

' I, 

servants, including dead . bpdiea 
of animals 89(e) 

(8) lncJme of proceeds of property 
vested in the Village Pa.nchayat 

3l(i) 
(9) Sums received by way of gifts 

3l(g) 
(10) An amount equal to 3Utb the 

Salary and allowances of the 
Secretary of the P11onchayat is 
payable to the Pancbayat as a 
statutory contributiou by tho 
Government (sec. 33{2) 

(11) Non·stat.utory grants by Govern 
· ment include 

(i) Grant.s towards dearness 
ll.II,lwance t\l the staff. 

(ii) 60% grant for Public 
Health works like works 
drainage and water 
supply etc. 



i.hNUTES OF DiSSENi! 

It will be noticed· that the compulsory taxes are two in number mentioned 
under (A) in tha chart. One is tlie tax on h •use~ and lands which are not liable 
to agricultural assessment and the other tax to be levied compulsorily is one of 
the 8 taxes mentined under the hea.ding of optional taxes (B) in the chart; 

The taxes b1th cornpuhnry and op~irma.l are to be laviel a.t or ab1ve the 
prescribed minimum and at or below the pre3cribed maximum. The'se taxes and 
the limits prescribed are mentioned hereunder. 

Maximum-and/or minimum rates of taxes and fees. 

Names of taxes. Minimum and/or muimum rate authorised 
by the Proviucia.l Government. 

----------------------------------------------------------------
1. Tax on houses and 

lands. 

2. Pilgrim tax. 

S. Tax on fairs and 
festivals. 

4:. Ta.x on sales. 

5. Octroi. 

Maximum rate. 
For tax based on-
(i) capital va.lu!lotion of 8 anna.s per Rs. 100 of the 

·the bu.ldiogs and capital valliation 
lands. 

(ii) letting value of the 15% of the a.nnual letting 
buildings and land:t. value. 

6 annas for every pilgrim 
{maximum). 

(1) For shnp, booth or_ staff :-(Muimum) 
4: annas upto 9 sq. ft. plus 6 pies for every additien• 

· al 9 sq. ft. or lass per day. 
(2) For cigema, circus or other a.musements :

Rs. 50. per acre par day (maximum) 
(L) F lr tu b1osei on the siz3 of the pllt occupied 

4: annas for 9 sq. ft. plus 6 pies for every addition&~ 
9 sq. ft. or lass per day. . . 

(2) For tax based on quantity of goods exp1sad for sa.le. • 
Vegetable Grain·- Other articles. 
Rs. a.. p. Rs. &. .P· Rs. a. p. 

Basket 0 0 6 
Head L'l&cl. 
Gunny Bag 0 1 
Cart 0 4: 

(a) Building. materials 
Bricks 

Corrugated iron 
sheets 

Manga.lore tiles, 
stones, &c. 

Cements or anything 
made of cement; 

Lime 
Sand for bnildirg 
Iron & steel material 

for building 
Colours and oile 
Timber (for build~ 

in g) 
395 

0 
0 

Rs. 

,, 

.. 
II. 

II 

" 

" .. 

0 0 
0 2 
0 ' 

2 0 

0 12 

s 2 

3 2 
3 2 
3 2 

3 2 
8 2 

s !a 

6 0 0 6 
0 0 2 0 
0 0 ' 0 

0 per 1,000 ~ 

0 per Bombay 
Md.· 

.. 
0 per value of 

100 

0 do 
0 do 
0 ·do 

0 do 
0 dQ 

0 do 



Name of ~a.xea. 

~. 'fa.x on mauria.ges, 
adopticml!l £.. feasts. 

KtNUTES OP DISSBNof 

Minimum and/or maximum rates authorised 
by the Provincial Government. 

(b) Cloth:...:.... 
Cotton. 

Silk. 
Woollen. 
Yarn (cott0n, silk, 

artificial). 
(e) Coal:-

Soft or ha.rd. 
Steam coa.l. 

(d) Sweets and sweet 
things. 

(e) Cocoanut or cocoa.· 
nut fruit. 

(£) Kmfe, scissors & 
other goods. 

(g) Oil seeds and other 
gra.in. 

{h) Hosiery goods 
(cotton, silk, caps, 
or rea.dy ma.de 
cloth a). 

{i) Kerosene. 
(j) Beta.l nut a.nd dates. 

(k) Oila :-
Ooooanull I 
Groundnu~ r 
Caster Oil · J 

(1) Cipr, ciga.re~~ea, ~ 
· bidis. 
~pices, dryehilliea, · 

onion!!. 

(m) Other commodiliies. 

(n) Every kind of sugar, 
things · prepared 
from · sweets, and 
ja.ggery. 

Rs. 2 6 0 per va.lue of 

.. 
,, 

.. 
.. .. 
.. 

II 

.. 
.. 

.. 
II .. 

II 

.. 
, 

.. 

.. 

4 0 0 
6 0 0 

1 9 0 

0 6 0 
0 12 0 

Rs.100 
do 
do 

do 

per ton 
do 

3 2 0 · per value of 
Rs.lOO 

1 2 9 do 

' 0 0 do 

0 3 0 per one Bom· 
ba.y Md. 

4 0 0 per value of 
-Rs. 100 

0 4 6 per tin 
! 5 8 on value of 

Ra. 100 

0 I e lio 

3 2 0. do 

0 3 0 per Bombay 
Maund 

1 2 0 on va.lue of 
Rs.lOO 

1 2 0 per value of 

· (o) Tea, coffee •nd cocoa , 2 5 6 
Rs. 100 
do 

Feasts. Marriages or {Ma.ximum) 
adoptions. 

1st ela.ss. 
2nd , 
3rd ., 
4th .. 
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Rs. .. 
..... .. 

5 0 0 
2 0 0 
1 0 0 
0 8 0 

Rs. .. 
II .. 

3 0 0 
2 0 0 
1 0 0 
0 8 0 



Nama of tues. Minimum and/or maximum rates authorised 
by the Provincial G.)vernmeut. 

7. General sanita.ry (Maximum) 

eesa. 

8. Special 
cess. 

sanitary 

9. Market and weekly 

ba.za.r fees. 

10. Toll on vehicle• and 
animals. 

'annas per Rs. 100/- of the capital valua.tiou of ~he 
house where valuation dJes not exceed R~. 1,5.)0. 

Rs. 4/· per annnm where the capital valu!lotion of the 
bouse exceeds Rs. l,5J'J/ •. 

4 annas per annu'll per Ri. 4/· of th~ a.nnua.llatting 
value of the house where the vc~olu3 dJe3 not exceed 
Rs. 4.')/·. 

Rs. 2/- per annum where ·the anuualletting value ex• 
ccleds Rs. 45/-. · 

Provided that in the case of Bombay suburban district 
the Cess may be_lclvied at the rate of not more tba.n 
2!% if the capital value of the property exceeds 
Rs. 16J/·. 

Rs. 24/· per annum per privy, latrine, or family using 
a privy or latrine, and 

Rs. 6/· for each addtLional privy or latrine used by 
the same family. 

.·• (Ma.ximum) 

2 annas per day 
or 

1 for every plot m9asuring 
J not more than 9 sq. ft. 

Rs. a per inonth and 
1 anna per day ~ 

J 
for every addi~iona.I plot 

or 
Bs.l 8 0 

· of 9 sq. ft. or part 
thereof. 

(Maximum) 
Vehicles-

Rs. a. p. 
(a) on evea.y vehicle dra.wn by two or ~-more animals (e.g. c:.r ria.g3, 0 2 0. 

tonga., &o. J 
(b) on every such vehicle drawn by 

one ani mal. 0 1 o· 
(e) on every bicycle. 0 1 0 

Animals-

(d) on every elephant • 0 ' 0 
(e) on every camel. 0 2 0 

(f) on evo'y buff•lo, ho'"• ma,e, } 
gelding, pony, mula bullock, cow, · 0 1 0 
or heifer. 

(g) on every colt, filly, ca.U, a.ss, sheep, 
goat, dog and pig. 0 0 a 
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Besides the taxes leviable as aforesaid the other. sources of income of the Villag8 
- Panchayats are mentioned, in 0 on the chart the most important is muked (3) 
under head in" 0 on the Chart. This is referred to- in section 92-A of the Act
which was in:erted by section 21 of the Bomb!loy Village Panchayat Amending Act 
(Bombay LX of 1947). The section is quoted hereunder. 

12·A. "The Provincial Government shall make every year a. grant to every 
P~~onchayat levying taxes uncer sub-sections (1) (House & land tax) and 
(2•A) (one of the eight optional taxes mentioned above) of Section 89 
equivalent in amount to 15?4. of the ordinary land revenue or 25% of the 
the local fund cess, realised in the previous year within the limits of 
the Vtllage whichever is greater." 

Besides the pure assignment of a percenta.ga of b.ud revenue prov'ided by 
statute as mentioned ab:Jve, there is another peculiar statutory grant payable 
ey Government to Vil)age P~~onchayat undar sec. 33 of the Village Panchayat Act 
which runs as under : · 

. Sec. 33(1). Every Panchayat shall appoint a. Secretary who sha.ll be a servant 
of the panchayat. His qualifications, powers, duties, remuneration and conditions 
of. service (including disciplinary matters) shall be such as may be prescribed. . 

(2) The Provincial Government shall Iay three.fourths of the salary and 
allowances of the Secretary. 

There are other non-statutory grants provided by the Government viz. 50% 
towards dearness allowance of the staff, and towards public health schemes like 
drainage and water supply l60% grant) etc. ' 

The other sources of revenue include a.ll items mentioned in the chart under 
heading 0, such as proceeds of all dust, dirt, dung or refuse including the dead 
bodies of animals whether by the ·village tlervants, etc., judicial fees and fines, 
compensation amount etc., contributions by District Local Boards, gifts, etc. 
· M~dras. The Village Pancbayat Act of 1950 (Madras Act No. X of 1950) 
removed Village Pa.ncbaya.ts from the operation of the Madras Local Boards Act 

.of 195J. The new Act will now exclusively go"ern the Pacnhayats. Similarly 
the Ua.drag Village 0Jurts· Act 1888 has been amended and provisions reguding 
the judicial pJ-vara of th93e bodie3 have be9n incorporated in the new Village 
Panohayat Act of 1950. This chaog9 bring3 the Madras Pancha.yats in line 
with the distinctive leg'.l.l position they occupy in other provinces. 

The new Act overhauls the entire organisation. · It divides Parichayats into 
2' classes :-Class I. Those with an estimated population of 5000 and over, and 
having an estimated annual income of not less than Rs. 10,000/·. Class II. 
Panchayats other than those in Class I. -

It appears that Government grant out of a fund constituted by a 12t% oontri· 
b~tion from land revenue will be payable only to the Panchaya.ts of the Class II 

·(sec. 71). 

' It 'would also a.prear that generally though not necessarily Panchaya.ts from 
Olass I may only, be 'notified' by Government for •the appointment by them of 
whole time executive officers with statutory executive powers enumerated in the Act. 
Iri otherPa.nchayats not so notified, the President who is elected under the new 
Act-not by the members but by the voters. (section. 21)-enjoys these executive 
powers. 

The functions of the Pancha.yats are enumerated in the Comparative Funo· 
tional charts (A-Compulsory dutie3 and B-Voluntary functions) appended here
with. The sources of income provided for discharging the duties imposed upon 
tqe P&nchayats are enumerated in the Chart given below. 
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MADRAS 
VILLAGE PANCHAYAT FUND 

' 
I . I <ri) ---~ -~-----~ -~----~- ·-- -I 

Taxea leviable Fees (C) Other sources of income in the '! · (E) 
nnder sec. 63 (1) Temporary occupation nature of Assignments. Miscellaneous 
I of la) village sites (b) I income 

I
I _____ ___ roads (c) other similar (D) (a) (1) Endowments & trusts 

1 (B) places or part thereof 70. (1) 1/4 of land cess levied in a under management of Pan-
( A) Volunta.ry 63 (3) (2) (viii) village under sec. 78 of the chayat 70 (1) (xii) 
Compulsory (1) Land Cess a.t Madras Dist. Boards Act (2) Fisheries 
(1) Honse Tax (s. 64) the ra.ta of 3 (2) Levied under the Act 1!J20-70 (2) (iii) (3) Ferries under manage- ~ 

. pies in a rupee or rules and order made (2) A Pilgrim Tax levied in respect mant of Pancha.yat 72 ~-
{2) Profession Tax on the a.nnua.l thereunder including·, 70 of the Village under sec. 110 (2) (xiv) tz:1 

c,., (sec. 65) Ranta.l Va.lua of (2) (ix) of the. Madras Dist. Board (4) Parambokas the usa of ~' 
. co on all, occupied (a.) Market. fees (under) Act (Except where the occa- , which is vested in the "" 

foe. I lands which a.re (s. 80) sion for th"' Pilgrimage is a · Panchayat 70 (4) (xvii) -~~ 
not occupied by (i) for sale of goods. festival ciassified as a district ~-

( _____ ---I or a.dja.cent a.nd (ii) for use of stalls festival) 70 (2) (iv) . (5) Trees standing on Pora.- ~ 
Individuals Companies appurtenant to (iii) on vehicles and ani· (3) Payment ma.de to the Pa.ncha.- m hokes in a village in 1-3! 

Buildings 63 (3) male bringing goods yat by Market Comrriitt.ea under Ryotwari Tract · even 
(a.) for sale sec. 11 (3) of the Madras Com- though us'3r qf Pora.m-

,. (iv) on animals brought mercia! Crops Market Act 1933- hokes not vested in Pan· 
(2) Tax on Agri· for sale or \Sold 70 (2)(v) cbayat 70 (1) (xviii) 

cultural land for (b) Licence feeas (4) Taxes and tolls under sec. 117 (6) Lease of Govt. property 

' (3) Vehicles Tax sec. 66. · 
(on Vehicles other 
than a. motor). 

(4:) Duty on Transfer of 
Property (sec. 67) 

a specified pur- {i) for private mar· & 118 of the Market Public 'obtained by Pa.nchayat 
. pose 63 (3) (b) kets 82 (1) Heal~h Act 1939·70 (2) (vi) 70 (1) xix) 

e.g. for bridges (ii) for Privata cart (5) Net assessment on service (7) All sums arising out or 
in form of surcharge 
on the duty imposed{3) Fees on com
by tl: e. Indian Stamp mercia!- ' crops 
Act. 1899). • bought a.nd sold 

in the village (not 

stands 88 (5) · 1 inams 70 (1) (xvi) which are received in aid of or for 
(iii) for dangerous or of;, resumed by Government. expenditure on any insti· 

fensive trades (6) Grants from Government' 70 tutions or services main· 
'91 (1) (xxi) includidg a. sum 'equi· tained or financed from 

valent to the ~eiguorage fees the Panchay~t Fund or 



Vn.LAGE PANCHAYAT FUND-contd. 

being a crop on (iv) for Brokers and collected from person permitted managed by Panchaya~ 
which fees are Commission Agents to quarry for road materials in 70 lJ) (x'ltii) 
levied in a. villa• 80 the Villa.ge 70 (2) (xvi) (8) Contributions from per• 
ge by Market (c) Fees for landing and ha.l· (7) 9{10th of the gross income sons having control over 
Committee under ting pla.ces 87 darived by Government· from placea of Pilgrima.ge etc. 
sec. 11 of the {d) FC'8s for sb,ughter house, fines impJsed for effances un- for sa.nitary ai"ta.ngement 

Madras Oommer• (e) Fees for permission gran- dar V.P. Act 70 (1) (xx) sao. 78 
cial Orops Mar- ted to do certain works (B) Grant by Government of not (9) Income from rubbish, 
kee Act 1933-63 or aob under the V. P. less than 12!% of the total land sewage, filth, and other 
(3) (c) Ac~. revenue j ncluding water cess matter collected by ~he 

collected in the State and distri· Panchayat (8.57) 
buted as grants to Class II P~on·(10) Fees for executing irri- !!: 
chayat {sao. 71). gation repair work eto. ~: 

D (b) (scale fixed by Govt.) (s. 59) · ~ 
(1) in respect' of markets in the (11) Income-which by cus- r.o 

village classified as district tom belogs to or admmiH· o .... 
markets. tared for 'be benefit of the '=' 

(2) in respect of ferries under the villagers in common or ~. 
management of the . District holders in common o~ vii· ... 
Board 70 (2) (vii) laga land genererally shall ~; 

(3) in respect of opening and vest in the village Pan-
ma.int!Poining elementary soh- chayat to be used for the 

ool 70 (2) (x) benefiL of Vllla.gers or 
holders. (S. 58) 

(12) Unclaimed deposits and 
other forfeitures (8. 70) (~) 



. It will be seen that there· are at least 4 taxes which are made compulsory 
for every Pancbayat viz. the house tax, the . vehicles tax, the profession tax and 
a duty on transfer of property. 

I. The House tax. Every Panchaya.t bas to levy this tax paya.ble baH· 
yearly. The minimum and muimum rates of this tax are prescribed. The basis 
of the tax is the annual va.lue or (sec. 64) the capital value or ''such other basis" 
as may be prescribed. It IS imp:>rt!t.nt to note that 'buts' as distinguished from 
other 'houses' are exempted from the operation of this compulsory levy. The 
definition of a. 'but' is "any building which is constructed mainly of wood., mud, 
leaves, grass or batch and includes any temporary st~:ucture of whatever size or 
any small building of whatever material made which the Pa.nchayat may declare to. 
be a hut for the purpose of this Act." (sec. 2(10). 

Rules prescribed by Government may provide for exemptions of different 
classes of properties from payment of the house tax one of such exemptions being 
on the ground of poverty (sec. 64' 4) (iv ). 

II. The Profession Tax. The levy of this tax is compulsory on (1) indi· 
viduals exercising any profession or holding appointments and (2) Companies 
transacting business in the village. Even those transacting business outside the 
viUage but residing in the village for 60 days in 6 m1nths _have gat to pay this ta.x. 
Method of adjustment between canflicting cl!Lims of different authorities for recovery 
of this tax from persons or companies c!l.rrving on business etc. in one local araa 
and residing in another bas been provided for by lea.ving the appntionment to be 
effected by Government. The minimum and the maximum rates for the levy are 
provided by rules. - · 

lli. Vehicles Tax. The thita compulsory levy is the Vehicles T~x. This 
is leviable on all vehicles kept or used in the village except a. motor vehicle as 
defined in the Motor Vehicles Act. It thus includes all bullock carts a.nd jutkas., 
Maximum and minimum ra.tes are prescribed by Government. 

IV. Duty on transfer of immovable property. This is the fourth com· 
pulsory ta.x which has got to be Jevied at a. ra.te not exceeding 5% in the amount 
involved iu the transfer of property within a. village. All kinds of transfers of 
immovable property have been iucluded in the taxable list . given·under section 67, 
e.g,, eale, exchange, gift, mortgage, lease, etc. 
. . This is in the nature of surcharge on a. state tax t.~iz, the stamp duty. The 
tax is collected by the Registration Department a.nd later paid by the collector 
to the ·Pancbayats after deduJting collection charges incurred by Government. 

Taxes levied at the option oE the Panchayats. In addition to the taxes 
compulsorily leviable by the. Pa.nchaya.t as mentioned above, there are hree 
imposts which Panchayo.t may levy (fee (B) in the cha.rt) with Government tanc-
tion~ These three imposts are described hereunder.:- . 

1. Land Cess. Leriable.a.t the rate of 3 pies in a rupee of the annual 
rental value of ''occupied lands in the village" ·(except those occupied by buildings). 

~. Tax on agricultural land. This levy is 'permissible for a specific 
purp(>se, e {J. for constructjon of big works such as bridge, etc. 

3. Fees on commercial crops bought and s(»ld in the Village. (Except 
in crops covered by fees levied by market committee under the Madra.s Oommercia.l 
Orops Market Act 1933) 
· · · Fees. -Under head .0 in the chart are given :a.· large variety of fees .which 
~Y be levied by the Panoha.yah.~. TJ:ley a.re"briefly. enumerated here :- · ' 
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Fees f0 r (1). T~mporary occupation of village sites, roads and other public 
places (2) market fees (3) cartst~n~ fees (4) dangerous. and offensiv.e trades (5) 
licensing of brvkers and CommlBSlOn agents (6) land1og and halt10g places ( 7) 
sl~~ougbter houses (8) permits for different works or acts etc. 

For details see the chart. 
Over and above the taxes and fees mentioned above, there are numerous 

other items mentioned in the char' under D. We shall make a few remarks on 
~~ . 

The first group under · D(a) consists of items which, for the sake of con
venience, we shall call sources in the nature of assignments of specified revenue 
or grants and transfer of proceeds under certain· heads. 

(1) Land Cess. Like the French 'Centimes additionels', the district boards 
are rec;eiving land cess on land revenue. The Village Panchayats are entitle-l to 
receive l/4th of the land cess received by the district boards under se~.tion 78 of 
the Madras District Boards Act, 1920. 

(2) Pilgrim Tax. Proceeds of pilgrim tax levied under Ma.dras District 
Boards Act, 1920 for village festivals which are not· classified as district festivals 
are received by the Pa.nchayats. 

(3) Commercial crops levied in *he village by a Market Committee 
under section 11 of the Madras Commercial Crops Act. · 

{4) Proceeds of the taxeg and tolli levied in the village under sections 117 
and 118 of the Madras Public Health Act. · 

(5) Net assessment on service inams which are resumed by the Government. 
(6) A sum equivalent to the seignorage fee collect&i by Government from 

persons permitted to quarry for road materials in the village. 
(7) Judicial Fines. ·Fines imposed in village for offences under the V. P. 

Act a.re first credit.ed to the Government Treasury and 9/lOth of the proceeds 
thereof is assigned to Village Pa.nchay~ts. 

(8) 12!% of land revenue. Government will set apart not less than 
121% of the total land revenue (includieg water cess)" collected by the State 
and distribute the sum to the Village Panchayats of Class II as grants in 
the prescribed manner on the basis of their population. 

Contributions from District Boards. There are 3 heads un::ler which 
these contributions are recoverable from the District Boards (see D(b). 

(1) In respect of markets in the village which are classified as Dis
trict markets. 

(2) In respect of ferries ma.naged by dietrich boards. 
(3) Contributions, if any. in respect of opening and running of 

elementary schools. 
In each case, Government will fix the scale or amount of contribution pay· 

able by District Boards. 

Miscellaneous Income. They are mentioned under (E) of the chart. 
(1) Rndowments and trusts under management of P&nchayat (sec. 70 (2J lxi), 
(2) Fisheries (sec. 70 (1) (xii), (3) Ferries_ under management of P~~onchayat 
72 (2) (xiv), (4) Parambokes the use of which is vested in the Panchayat 
(xvh) 70 (1), (5) Trees standing on Porambokes (in a village in Ryotwa.ri 
tract) even though use of Porambokes not vested in the . Pa.nobayat (sao. 70 (1) 
(xviii), (6) Leases of Go'V'ernmenb property obtained by Panohaya.~ (~ett. 70 
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(1) (xix), (7) All sums arising out of or received in aid of or for expenditure 
on any institutions or services maintained or financed from the Panchayat 
fund or managed by Pancbayat 70 (1) (xxii), (8) Contributions from per11ons 
having control over places of pilgrimage etc. for sanitary arrangement (sec. 78), 
(9) Income from rubbish, sewage filth, and other matter collected by the 
Panchayat (S. 57), (10) Fees for executing irrigation-repair work etc. (S. 59), 
(11) Income which by custom belongs to or administered for the benefit of 
the villaj:!ers in common or holders in common of village land gererally shall 
vest in the Village Panchayat to be used for the benefit of villagers or 
holders (S. 58) etc, etc.(12) Uncla.imed deposits and other forfeitures (S. 70 (2) 

Madras. Expenditure from. Panchayat Funds:- (sec. 72) 

Voluntary -(1) The fund ~·may be applied for all purposes de~lared as· 
obligatory and descretiona.ry under the Act-but the applica.tion of. the fund 
sa obligatory for ·. 

(1) Payment of loanl. 

(2) Election expenses. 

(3) Maintenance of ~;taff. 

(4) Sums decreed agains~ V.P. by any court. 

(5} Other expenses reudered ubliga.tory under V.P. Act.-

Under the voluntary expenditure are included expenses specia.lly incurred 
with the Government sa.nction for 

(1) co~tributions to any fu~d for the defence of India, (2) _Expenses 
for public exhibition, ceremony·· or entertainment (3) Contributions to any · 
charitable fund-for relief Qf the poor, treatment of diseases or infirmity or 
investigation of the ca.uses of disea.ses and (4) other extraordinary charges. 

Madhya Pradesh, The Gram PAnchayats of Madhya Pra.de~h are governed 
by the Central Provinces and Berar Panchaya.ts Act 1946 (The Central Pro· 
vinces and Berar Act I of 1947). The functions of Village Pancbaya.ts in 
this State are mentioned in the C.>mpuative Functional ch!l.rts. A (c-.~mpulsory) 
and B (optional) annexed herewith. . · 

The imposts leviable by the Panchaya.h are mentioned in the chart siven 
!below:-
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MADHYA PRADESH 

VILLAGE PANCHAYAT FUND 

I 
Taxes, Fees, Cess leviable under V. P. 

I 

Compulsr:Jry 
(1) Tax on building and non·agricultu· 

ralland 41 (1) 
(2) Licence Fee for 

(a) Buyers, 
(b) Brokers, 
(c) Commission agents, 

4J1t. (d) Weighers and mea.sures U (2) 
~ (3) Professional ta.x 41 (3) 

1 
Op~ional 

(A) I 
(1) Tolls on 

(a) Vehicles (b) Pa.ok anim'ltls 
(c) Porters bringing go.xld for sa.le 

42 (1) (a.) 
(2) Wa.ter rate 42 (i) (e) 
(3) Lighting R1.te f<Jr lighting 

(a) Buildings 
(b) Places 
(") Streets 

(4) Fees for cleansing priva.te latrines 
42 (1) (f) 

(5) Fees for drainage 41 (i) (j) 
(6) Fees Jor vehicles kept. 
(7) Tax from owners of (1) Anima.ls used 

for (a) Riding 
(b) Driving 
(c) Dra.ugbt 
(d) Burden 

(2) Pigs 41 (i) (g) 
(3) Dogs 41 (i) (g) 

(8) Fees for · 
(a) for exhibiting goods for sa.le in 

ma.r keb or place of Village 

1 
Other aouroes of income 

I , 
(1) Cess at the rate of 6 pies per rupee (or 

pa.rt thereof) on La.nd Revenue ou 
rent on agricultura.l la.nd (sec. 40) 

(2) Suoh portion of profits of Villa.ga 
gra.n!lory as sp3oifidd by G.P. 36 (i) 
(ii). . 

(3) InoJme from m\tters. oentr'iol of which 
vests in owners to G. P. 36 (il (iii) 

(4) IncJms from B'lUroes to be det.ermined 
by Pr,1vincial Government 36 (i) (iv) 

(5) C .. mtrihution by Provinoia.l Govern· 
. meat 36 (i) (v) 

(6) Income from penalties. , 



Panohayat ~2 (i) (b) (Bazar 
oases} 

(b) for use of any building or !huo
ture in the marke~ 42 (i) (b) , 

(c) for registration of animals sold 
in any market or place of V. P. 
42 (i) (c) 

(d) uFe of (i) sarais (ii) dharamshala 
(iii) slaughterhnnse (iv) encamp
ment gronnil 42 (i) (d) 

(e) for processes. 
(9) Any other tax, toll, fee or rate appro-

ved by Provincial Government 
42 (i) (k) 

(B) lmpressmeni of.!abour (sec. 44) 



MINUTES OF DISSENor 

It wiJl be noticed that the following 3 taxes or fees are compulsorily levi· 
~ble by the Panchayats. 

(ll Tas on buildings and non-agricultural lend. This tax is levied 
_.on all buildings and non-agricultural lands is pd.yable by the occupier 

·where there is no occupier by the owner at such rate and by the method of assess· 
ment as ~ay be pre~cribed, and also subject to a prescribed minimum value below 
which an assessment shall not be levied. 

The rates prescribed by Government under the rules are given below:-
Value of the buildings or lands. Amount of annual tax 

Rs. 100 or below . Nil 
, 101 to 300 Re. 1/· 
,, 301 to MO , , 2/· 
., 501 to- 1,000 ,. 4/· 
,, 1,001 to 2,000 . ., 7/· 
., 2,001 to Rs. 5,000 , 15/-
,, 5,001 to Rs. 10,000 ,. 30/-

Above Rs. 10,000 ., . 60/· 

(2) Licence fee. · Every person practising the calling of buyer, broker, 
commission agent, weigher or measurer-shall be reauired to take out a licence 
so as to practice on payment of such fee as may be prescribed. 

The licence fees prescribed are as under :

(a) General buyer, broker or commission ~gent 
(b) Cattle broker 
(c) Cotton broker 
(d) Grain and oilseed broker 

(e) Miscellaneous commodities broker ... 

(f) Measurer or weigher 

Rs. 

" 
II 

" .. 
" 

4/- p. & •. 

4/· p. &. 

4:/· p .... 

2i· p. a. 
1/- p .... 

1/- p. a. 

(3) Profession tax. This is the third compulsory tax which a Panchaya~ 
ha.s to impose at such rate as may be prescribed on persons practising any pro
fession. trade or calling within the Panchayat area. 

The following a.re the rates prescribed. 

Profession, trade or calling. Tax par annum. 

(i) Merchant or trader_ Rs. 5/· 

(ii) Contractor ,. fJ/-
(iii) Lawyer ,, S/,. 

(iv) Money lender ,, S/-
(v) Motor driver, tonga.wa.la., or cartma.n , 2/· 

(vi) Carpenter, ironsmith or goldsmith • ., 1/· 

(vii) Ba.rber, wa.sherma.n or shoe-ma.ker , -/8/· 

Besides the compulsory imposts mentioned above, the following option&.l 
ta.xes, tolls, fees or rates are leviable (stlc. 42) by the Pa.ncha.ya.t. 

A. (1) Tolls on vehicles, pack a.nima.ls and porters bringins ~ods for 
sale into the Pa.ncha.yat &rea. 
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(2) & (3) Faa~ for exposing of goods for sale or for registration of 
animals sold in a. market or place owned by or under control 
of Panchayat or for use of any structure therein. 

(4) Fees for use of sarais, dharamshalas·resthouses, sia.ughter 
houses and encamping grounds. · 

(5), (6), (7) & (8) L Water rate 
2. Latrine clean· 

sing fees. 

3. Lighting 

4. Drainage 
fees. 

r w'here "these 
I services a.re 
~ provided by 
l Pabcbayats 

(9) , Tax payable by owners of animals used for riding, driving, 
draught, or burden or of dogs or pigs kept in the area. 

(10) Any other tax, toll, fee or rate approved for by - the State 
Government. 

B. Impressment of Labour. Besides the "taxes and other imposts 
leviable, compulsorily or volunta.rily by the Panchay!J.tS as mentioned above, 
a Gram Panchayat ma.y call upon persons resident in the area to perform 
such labour as it may specify on works of public utility wl:lich fn the opinion 
of the Panchayat are likely to benefit such persons and which the Gram 
Pancha.yat has · undertaken to construct, maintain or repair as part of its com• 
pulPory duties {sec. 30) or optional duties (sec. 31). 

It may be noted that a person required to perform labour may have 
it performed by another on his behalf or pay for its performance at such ra.tes . 
as may be determined by the Gram Panchayat (sec. 44: {2), _ 

No Panohayat shall call upon .-'any person who on a.ccount of age, sex.
ill health or custom cannot be expected to perform nor any' one for more 
than 15 days in a )'ear or more than 4: consecutive days. 

Regarding the optiona.l leveis mentioned above (sec. 4:2) it should 
he noted that if in the opinion of the District council the income of a Gram 
Panchayat is or is likely to be inadequate for the proper discharge of the com
pulsory duties (sec. 30) or optional duties which it has underta~en (sec. 31 ), 
the district council may require the Pa.nchayat to levy or increase any tax, toll. 
fee or ra.te specified in section 4:2 {optional imposts), subject to the ma.ximum 
prescribed. · 

The maximum prescribed as a.bove varies in C!l.Se of tolls from Re. · 0-0·6 
for a porter to a.nnas 2 for a vehicle ; ma.rket· fees are levied either according 
to load or space. Rate of fees for registration of animals sold is 6 pies of 
every rupee of the price of the animal ; for sarais, dharamshalas, etc. rates are 
fixed on the basis of the siz~ and number of rooms and furniture etc ; water 
rate is prescribsil either on the quantity of-water supplieil, e.g. one anna per 
tin or a lump sum of rupeeg three per annum per owner of a house. 
For latrine cleansing, for lighting, drainage, eta.- graded fees depending 
on the value of building'! are prescribed. For animals for riding etc. and for dogs 
and pigs etc. Rs. 0·8-0 (pi~ or dog) to Rs. 2 per annum for other animals etc and 
fol' fee pa.yable by owner of vehicle kep\ lu *h• villageRs. 'J/-per vehicle per 
annum. 

As reguds the oth~r !!'lurcss of in~Jme-b:~sidu th'JU m!lntioned abon
the following m&y be mentioned : 

(1) A cess a.t the rate of 6 pies per rupee on land revenue on a.~ric.ultqral 
l~nd (sec. 40), 
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(2) Such portion of the profits made by the· village granary, if any, u 
may be specified by the Gram Panchayat from time to time. 

(3) Income from matters, the control of which vests in or has been takeu 
over by Gram Panchayat by agreement as provided in the Act. 

(4) Income from all sums payable to Gram Panchayat under the Act 
er contributed by Government or local body or private perwn or from other 
sources as the State Government may from time to time determine. 
· · Bihar. The Bihar Village Panchaya.ts are governed by the Bihar l'ancha.ya.t 
Ba.j Act, 1947 (Bihar Act, VII of 1948). 

The Panchayat denotes under this Act the body coroprate consisting of all 
a.dult residents of the area for which a Gram Panchayat is established. There 
appears to be a. rather strict separation of the deliberative and the execu· 
tive functions-the Village. Panchaya.t is the policy laying and budget 
ma.'king body, whereas the executive functions of a Gram Panchaya~ 
are performed by an executive committee of which the head is known the Mukhiya.. 
The Mnkhiya. appoints the members of the executive committee from amongst the 
membera of the Gram Panchayat. 

The functions of the Pa.nchayats are mentioned in the chart A (compulsJry) 
and B (optional) annexed herewith. 

The financial resources of the Gram Panchayats are mentioned in the oluut 
given hereunder. 
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'Taxes levial:Ie under Gr. P. Act 
I 

I 
Compulsory 
·(1) Tax on 

(a) Immoveable property 
46 (b) 

(b) Manual labour 
or 

Wages in lieu 
~ thereof 46 (a) 
0 
~ 

BWAR 

GRAM PANCHAYAT FUND 
I 

I 
Optional 

(1) Fees for 
(a) Licence for 

(i) Professional buyers 
(ii) Broirers, 
(iii) Commission agents 
(iv) Weighers and measure 

4 7 (1) (a) 
(b) Exhibiting goods for sale at market 

or place belonging G':·P. 47 (1) (d) 
(c) Registration of animals sold 4 7 (1) (e) 
(d) Use of sarais, dbaram~halas, rest houses. 

encampment grounds 47 (1) (f) 
(e) for fairs sec 43 

(1) 

(2) 

I 
Other sources of income 

Inoome from markets 43. 

Collection charges for 
collecting taxea and dues 
for Government 80 (2) 

(3) Court fees 80 (2) 

(4:) In~ome f;om fines sec· 25, 

(2) Taxes (a) on Profession, calling other than agricultural 
trade 47 (l) (b) . . · 

(b) on (i) Vehicles (ii) Pack animals 
(iii) Porters bringing g,lOJs for sale 

into the village 47 (i) (c) 
(c) on water rate 47 (1) (g) 

(d) Latrine Tax 47 (1) (h) 

NOTE: No tax, toll, fee or rate shall 
be imposed if such tax, toll, fee 
or rate has already been imposed 
by the District Boards in G.P. or 

(e). Lighting Rate for lighting 
publ'o places, streets & building 4 7 (1) (ii) 

(f) Drainage Fee 47 (1) (j) 

already imposed by .e.nother 
Gram Pancbayat in respect of the 
same person or thing as specified 

(g) Pilgrim Tax at places of worship and 
pilgrimaga 4 7 (1) (k) · 

(3) Any other tax, toll, fee or ra.te approved by 
Provincial Government. 

in Clause (a) (b) (c) & (d) of 47 
(1) 47 (1) Prov. 83. 



llllW'TES OF DISSENT -

Bihar. It will be seen that there ·are two compulsory taxes:-

(1) The labour tax. · Alll\ble-bodied males between the prescribed a.ge·limita 
have got to render wannual labour for a. prescribed number of unH1 
of J.a.bour (one unit of labour means 4 hours of labour). Section 2 (1). No person 
ahall be made to render ma.nua.l b.bour for less tha.n 1~ units of labour during r.ny 
one yer.r. There is an option proTided for pr.ying cash in place of labour on the 
br.ai• of the ratea for wa~e• of lr.bour preva.iling in 'he village r.s determined by the 
Hukhiya. 

' . 
(2) Tax on ownners of immovable property. This tax is payabla in ouh 

a~ the prescribed rates. • 

Optional tax. There are severa.l optional impo1ts in the form of 'a.us • 
. rates, licence and other fees, tolls, etc. as under :-

. (1) A licence fee on persons pra.cti sing as· profession&! buyers, brokers, com
mission agent&, weighers or measurers. 

(2) Professional ta.x on persons exercising any calling (other than agriculture) 
profession or trade. · 

(3) Ta.x on vehicles, pack a.nimals and porters bringing goods for sa.le in'o the 
village. 

(4) Market fees -on goods exposed for sale in 'markets or pla.ces belon~ni to 
or controlled by Panchayats. 

(5) Registra.tion fees on animal~ sold in the village area. · 
(6) Fees for use of sarais, dha.rma.shala.s, rest-houses and encamping ground• 

vested in the Pa.neha.ya.ta. · 

(7) ·(a.) Water rate 1 
(b) Latrine tr.x ~~ if Villa.e Panchayat rendera theae service~. 
(a) Lighting ra•e 
(d) Drr.iD&~:e fee J _ 

(8) Pilgrim tax-at places of worRhip within the village. 

(9) Any other ta.x, toll, fee o.r rate approved by Government. 

In addition to. the above imposts which a Village Panchayat may levy, liM 
, t:rec'"i"c committee is authorised to levy an emer~:ency tax on the occurrence of any 

emergency. 

(10) A further source of revenue is income from public properties in 'he 
Village Pa.ncha.ya.t area which vest in the Pa.nehaya.t, proceeds of markets and fairs 
m&naeed by tLe Executive Committee etc. 

(11) Collection ehar~es for eolleetiDg Provn:cial taxes a.od dues on beh&lf of 
Government. · 

(1~) Judicial fines, fees, etc. 

Oriua. The village Pa.ncbayats of Orissa. are governed by the Oris&& Gram 
~a.n.oha;yat Act 1948 (t.hc Orissa Act XV of 1948). Th• general body eon· 
liiistmg of all adult re::o1dents of & Leal area i11 incorporated and called tLe 
Sa.bha., and the Gra.m Pancha.ya.t is the Exacut.i\·e Committee of the Sabha. 
Th~ ~illa.ge Panchaya..ts are placed under t.he control of the Registrr.r of Coopantiu 
Societies. The functwns of the Gra.m Panoha.yats are mentioned in tho . chr.rfl 
A (Compulsory) and B (option&!) annexed herewith. The sources of inoomt 
of the Panchaya.ts •ro lllentioned in the ch!\rt given hereunder:-
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ORISSA 
CRAM FUND 

I 
Taxes, fees, cess leviable under Gram 
Panohaya' Aot 

r 
Oompulsor]' 

l 

(1} Tax on property 
11ee. H 

(2} Compulaorr labour or in 
lieu thereof suoh rata as 
fixed by G.P. 

(1) Fees 

1 
Voluntary 

(a) for licence for (i) brokers 
(ii) Commission agents 

(iii) Weighers ar;d measurers 44 (2) (a) 
(b) For registration of animals 44 (2) (d) 
(c) For right (i) to exhib~ goods for sale in any 

market 44 (2) (e) 
(ii) for use of any building and structure 

44 (2) (e) . · 
(d) for -qse of slaughter houses maintained by 

. the Gram Pa.nchayat 44 (2) (f) 
(e) for use of sa.rai, . dha.ramsbala., res• sheds 

and houses 44 (2) (h) 
(2) Taxes (a) Latrine Tax 44 (2) (g) 

(b) Lighting Ra.to 44 (2) (k) 
(c) Water Rate 44 (2) (i) 
(d) Drainage Tax 44 (2) (o) 
(e) Vehicles Tax on vehicles kept in 'he 

area. 44 (2) (g) 
(3) Tolls on vehicles, pack anima.ls and porters bringing 

goods for sale 44 (2) {a.) 
(4) Rent from dealers occupying open grounds or any 

structure or building belonging to and maintained 
by the Pa.nohaya.t 44 (2) (c) . 

(5) Any other tax, toll,· rate or fees approved by Pro
vincial Government. . 

y . 
Other sources of ineoms 

(1} Fines realised for breach of any 
provisions of the Act or rules and 
orders made thereunder 40 (i) (b) . 

(2) Sums ordered by the Court to be 
credited to G.P. 40 (1) (d) 

{3) Sale proceeds of all dirt, dust, dung 
or refuse, dead bodies of allimah 

40 (1) (e) 
(4.) Rent or proceeds of Government 

Property as fixed to be credited to 
G. F. 4J (1) (f) 

(5) Contributions from District Board 
and other local a.uthority 40 ( 1) (g) 

(6} Sums received by way of· bans· and 
gifts 40 (1) (h) 

(7) Sums assigned by Government by 
·llpHcial or general order 40 (1) (i) 

'(8) 1/3 of loca.l cess, l~~ond cess and a.d· 
ditional cess levied under the Bihar 
and Oris~a L•>cal Se!i·Govornment 
Act 1855, Madra.s Local Boards Act 
19:20, 8ambalpur Local Self-t}ovt. 
Act 1939 40 (1) {j) 

(9} Fines under sec. 56. 
(10) Penalties provided in the Act. 
Note :-No tax, toll, fee or rate under 

sub sec.. (1) · & (2) of sec. 44 
shall be invoked by G. P. if they 
ha.ve a.lrea.dy been imposed by 
any District Board. 



UiNUTES OF DtSSE:tf.i! 

It wiil be observed that there is one ta.x which is compulsorily leviable by 
the Pa.nchaya.t viz, a tax upon the (1) owners of tL~ immovable _property and (2) 
occupiers of any building within its local ar~a, accordtng to tlte ctrcnmstances and 

_property of such owner and occupier. The Pll.nchayats tt.re authorised to exempt 
partially or wholly an owner or occupier if in the opi~ion of the Gram Panchayat 
he is too poor to ray. 

There are following imposts which a Panchayat may levy-the maximum and 
minimum rates being prescribed by Government. 

· (l) Licence fee on brokers, commission agents, weighmen and measurers, 
practising their callings within the local area of the Panchayats. 

(2) Tolls on 'vehicles, pack-anim:J.ls and porters bringing goods for sale into 
the local area. 

(3) Rents from dealers occupying grounds or structure belonging to 
Panchayats. 

(4) Fees on registration of animals sold within the local area.. 
~ (5) Fees.for right to expose goods for sale in any ma;ket or for use of any 

structure therein. 

(6) Fees from slaughter house mai~tained by Panchaya.ts. 

(7) Latrine and conservancy tax, water rate, -l·gbting and drainage tax if 
services are rendered by Panchayats. . 

(8) Fees for use of sara.is, dharamsalas, restshades and slaughter-houses 
(see 6 abovE!). · 

(9) Fees on vehicles kept in the village.. . 

(10) Any other tax, toll, fee or rate approved by Government. 
Registera.r of Cooperathe Sccieties is empowered to require the Panchaiat at 

increase its incorre by requiring it to levy or increase any tax, toll, fee or rate. 

Compulsory labour. A Gram Panchn.yat may direct that all able-bodied 
persons between the ages of 18 and 50 residing in the area shall render either by 
himself or by a proxy free manual labour to it, for a fixed number of days not 
exceeding 4 days in a year or 2 days at a stretch. 

Besides the proceeds of the above imposts the following items also form the 
'Gram Fund'. · 

(1) Judicial fine~. fees, penalties, etc. 
(2) Sale proceeds of dust, dirt, dung, or refuse including the dead bodies of 

animals collected by the P11.nchayat servants. : 
(3) Rent or other procaedy of Government property as Government may 

direct to be placed to the credit of Gra.m Fund. 
(4) Contributions from district board or a.ny otherloca.l authority. 

, (5) Sums assigned by Government. 
(6) 1/3rd of fhe local cess, and a.Jditional cess levied under the Biha.r and 

Orissa Local Self-Government Act 1885. The Ma.dras L)cal Boa.rdoi Act 1920 
&nd the Sambalpur Local Self-Government A~t 1939 IH shall be a.ssigued in the 
prescribed manner. -

It may be a.dded that all public property in the village vests- in the Pa.n
chaya.t. Whatever income, therefore, received from this including that from 
markets a.nd fa.irs upon public !and are placed to the credit of Gram Fund. 
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Assam. The Panchayats of Assam are goverened by the Assam Rural 
Panchayat Act, 1948 (Assam Act XXVII of 1948), which repeals the Assam 
Local Self-Govt. Act 1915. The effect of the repeal is that the local boards cease 
to function and the prrperty belonging to the local boardB including local board 
fund forms part of the Rural Development Funds. There are two such funds, the 
Assam Rural Development Fund to which are credited all contributions from the 
provincial exchequer and from other sources. In each sub-division, there will be 
sub-divisional rural development fund. In this Fund are credited all receipts fr0m 
public ferries, schools, hats, bazars, pounds, tolls on bridges, sums received under 
the Cattle Tresspass Act which hitherto formed part of the income of local hoards 
under the Assam Local Self-Government Act 1915 and also sums collected under the 
Bengd Village Cbaukidari Act 1870. To this fund are also contributed all local -
rates and other sums and contributions that may be assigned to it from the Assam 
Rural Development Fund -mentioned above and from any local authority or indi· 
vidual8. 

It may be mentioned here that the word 'Pa.nchayat' in Assam has a. special 
connotation, The provincial government, in the first instance declares an area to 
be a 'Rural Panchayat area' (sec. 3). In each of the area so declared, a number of 
'Primary Pa.nchayats' are established (sec. 4). Each primary panchaya.t is 
composed of all adults-residents of the area within its jurisdiction, and it forms 
an electorate for the rural pa.ncbayat (sec. 5). Each primary panchayat elects 
from amongst its members an executive committee called the "Primary Panchayat 
Executive Committee" and. a president and a vice president (sec. 7). The preBident 
of the Primary Panchayat is responsible to the rural Pa.nchayat for the due 
maintenance of the office of the Primary Pancbayat. The rural panchayat, in consul· 
tation with the president of the Primary Pancbayat appoints a. secretary whose 
salary is paid from the funds of the Panchayat . 

. ·· 
It will be seen that the word 'Panchayat' is usel in the sense of rural 

Panchayats which are groups of 'Primary Pa.nchayat&' and the affairs of these 
latter are managed by what are termed "Primary Panchayat Executive Com
mittee." 

The {unctions of the rural Panchayats are mentioned in the compuative 
functional chart A (compulsory) and B (optional) annexed herewith. 

The sub-divisional rural development fund is distributed among different rural 
Panchayats, in consultation (1) with the district or sub-divisional co-ordination 
board and (2) with the annual conference of presidants and secretaries of pancha· 
yats and (3) with the district or sub-division~! officer on the following basis : 

(1) 10% of the fund to be reserved for unforeseen circumstances. 
(2) Necessary expenditure for maintaining sub-divisional office is de· 

ducted and 
(3) "An equitable allotment" of sums to each Pa.nchayat for the purpose 

of carrying out the provisions of the Act. __ 

The Pancha.yat fund consists of the items mentioned in the ohart given here· 
under: 
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ASSAM 

V. P. FUND-SOURCES OF REVENUE 

( 
Tax and cess &c. 

I 
Optional (A) 

(1) Local Fund cess at 1 anna per R~ c 
of Land Revenue (65) 

(2) Tax on occupiers of land in perman· 
ently settled, area. (65) 

(3) Tax on unculhivated but cultiva.ble 
land (65) 

Land Tax-
( 4) Building 65 (1) (d) 
(5) marriage, health, wa.ter, fire

wood, educa.tiJn, cattle, baots, cy
cles & carts. 65 (1) (e) 

{6) Labour tax 71. 

• Sub-Div. Rural Development Fund 
to consist of:-

(I} Receipt from 

I 
I 

Othet sources 
(1) ]'ees for (a) Instituting civil suits and 

criminal cases fi4 & 62 (2) (i) (ii) 
(2) Fines (a) imposed in criminal cases 

(b) imposed for breach of any 
provision of the Act or rul· 
es or order made thereun-
der 62 (1) (i) _ 

3) All-sums ordered by any authority 
or the courli to be credited to V. P. 
Fund 62 (vi) 

(4) Contributions from (1) Government 
(2) Local authority (3) Private ind-
ividuals 62 (viif · 

(5) Sums assigned 62 (viii) 
{6) Allotment by Dy. Commissioner from 

Sub Div. Bural Development fund* 
_ 62 {ix) 

{7) Sale proceeds of all dust, dirt,;dung 
or refuse 62 (x) 

(8) Taxes, licences and cess, fees appro-
ved by Government 65 (2) 

(a) Public Ferries, (b) Schools, (c) Hospitals, (d) Hats, (e) :Bazars, 
(f) Ponds, (~) Tolls on :Bridge, (h) Sums und"r Cattle Trespass Act, 
x!;x, (i) Sums collected under the :Bengal Village Chaukidar Act, 
J8;o. 

(z) Contribution· from (I) Assam Rural Do;velopment Fund** (z) Local 
Authority (3) Priv_ate Individuals. 

(3) Local Rates. 

· (4) !ums asslped. See. ,g, 

••Rural Development Pund 
consist of: 

(I} Collection charges for collectin~ for GoTemment taxts, reTenue 
fees payable to the State , , ' • • aec. 46 

(2} Contribution from Government '7 
(3) Contribution from other aeurees 57 
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It will he seen tha.t the provisions of Chapter IV {sections 51 to 73) 
which dea.l wiLh finance and property of rural Pa.ncbayats do :uot p1esclile a. 
single tax compulsorily leviable by the Pancha.}ats. There are, however, some 
taxes a.nd fees voluntarily leviable. 

Amor;g the taxes leviable are:-
(1) A tex on (provincial) laud revenue not exceecling oue anns. in a ru,,ee 

payable by the recorded 'palledars' in possession of land as cultivators. This 
appears to be a variety of the local cess levied in other states. 

(2) Tax at a rate not exceeding one anna per bigha, payable by occuviers 
Lf land. This is leviable in permanently settled areas. 

(3) A tll.x on uncultivated but cultivable land. 
(4) A tax on buildings a.t prescribed ra.tes. 
{5) Ta.xes on marriage, health, water, education, cattle, boats, cycles 

and carts at prescribed rates. · 
(6) Any other rate, tax, cess or licence ·9r ·other . with Government 

a.pprova.l. . 
(7) Another tax -des9rving special mention is the labour lax. A Panchayat 

is entitled to levy a labJur tax involving the rendering of manual labour by 
a.bla bJdied male persons between the ageY of 18 and 40 for a prescribed number 
of units of la.bJur-(one unit of labour is equal to a normal m~nu•~ la.buur 
done in a day) not more than 36 days in a. year or more than three days at a 
stretch. There is a proviso that a pJrson assessed to la.bour tax, may, instead of 
rendering manual labour pay to the Pa,ncbayat fund an amouut equal to the 
wages of double the units of la.bour at the rate prescribed when he is asked to do 
the manual labour (sec. 71). · 

Other sources of revenue in~uded are :__: 

(1) Judicial fees and fines. 

(2) Allotments {rom sub·divisional development fund (mentioned 
above). 

{3) Other sums and contributions assigned or received from Govern· 
ment, other authorities or individuals. 

(4) Fee {or the use of permits which Panchaysts are empowered 
to impose under the Act or rules or by la.ws framed thereunder. 

(5) Sale proceeds of dust, dirt, dung or reinse collected by the em· 
ployees of Fanchayats. 

(6) Amounts received as gifts (seo. 62) 

A provision regarding waste lands runs as un~er :-

.A Pancha,yat m1y Olil~rol all l&'ld3 kep~ W&ste within its jurisdiction 
and mly utilise thJ:n in any m!!Juner it d9erns ne~essa,ry, if the owner does 
not utilise them himself within a. speoifiad period. The owner of the land shall 
be entiblad only to G Jvsrnm:mt revenue and to the return of the land orfterms 
as prescribed (sec. 73). . 

H a.ppea.rs tha.t during 1946-47 there were 183 viiiage authorities, whose 
total incame wa.s .only about Rs. 11,000/· and expenditure of about the same 
amount. 

West Bengal. The Bengal Village Self-Government Act 1919 (Bengal Act 
No. V of 1919) as amended from time to time) aims at thedevelopment of self-gov· 
ernment in rural area,. Union Boards are esta.bli~hed under this Act for '"Unions" 
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constitute] by Gov-err.ment for such local areas or plt.rts thereof as may be found 
expedient. 

Th3 fuoctiu:H of the Unbn Boards are mentioned in the Comparative Func· 
tional chart A (compulsory) & B (voluntary) annexed herewith. 

The imposts leviable by the Union are mentioned in the chart given 
hereunder :-

WEST BENGAL 

BENGAL VILLAGE SELF- GOVERNMENT ACT, 1919 

UNION'S FUND 

I. 
Compulsory 
Union Rate 
(sec. 37) 
Tax on 
any property 
(not exceeding 
Rs. 84). 

I 
I 

Other sources of incoome 
I 

(1) Grant·in·aid from Distric6 
Fund 45. 
Volunta. ry and c,1mpulsory 
(when Union Rate is levied). 

(2) Fines, fees and cost of pro-
CM~s 4~ 

(3) Contribution by individual or 
donations. 4o. 

(4) Licence fees for licence of 
dangerous or offensive trades 

34. 

(5) Receipts from Municipal Board 
Bench and Court. 46. 

(6) Rents or other income from 
works contracted by and vested 
in the Union Board (sao. 19) 

(7) Penality at the rate of ha.If the 
a.mount of arrears recovered by 
coercive prooe;;s (sec. 41). 

It will be sean that the only tax compul:.orily leviable is the union rate. This 
rate is an assessment imposed yearly on persons who are owners or occupiers or 
owners and occupiers of buildings according to their circumstances within the 
Union and property within the Union. , 

The Union rate is intended by section 37 to be levied on the following ba.sis 
(i) The total amount required for the salaries and equipment of the dafadars (head 
cbaukidars) (sec. 4) and cbaukidars and the salaries of the establishment of the 
Union is first ascertained. From this amount is deducted the contribution, if any, 
made by the StatE) Government in this behalf. 

(ii) An estimate is made of the sum required to mee6 the expenses of the 
Union Boa.rd in ourying out a.ny of the other purposes of the Act, if such estimate 
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has been approval by more than h~lf the total number of members of the board 
at a meeting specially couveued for the purpose. 

(iii) The ~>ums arrived at under (i) and (ii) are added up and 10% of the total 
of the two sums is further added to meet the expenses of collection and tho lo~sos 
due to the non·realisatiun of the rate from defaulters. · 

The total sum (i+ii+iii) has g.lt b ba raised by LLe Union rate tJ be levied 
on the persons mentioned ab we. Dut a proviso to section 38 adds that the amount 
assessed upon any person in any one year shall not be more than 84 rupees. Any 
person who, in the opinion of the Buard, is...._too poor to pay half an anna a mouth 
shall be altogether exempted from payment of any rate. 

,... 
The Board has to consider the debts and liabilities, iC any, of a person, in 

determining the total assessabl9 income of the parson concerned, i.e., the inc1ma 
which he deri vas from business cJnducted or from buildings or other property held 
within the Union (rule 3). . 

The Union rate is payable in equ!!.l quarterly instalments (rule 14). 

H shonlJ be added that the total a~ount of the rate annually payble 
even by Government or l.>ea.l authority or "State railway or a steamer c 1mpany, 
mill or other industrial CJncern" owning or oc:mpying building3 is not to exceed 
R3. 8!. menti,maJ abJve. This maximum in the cast~ of G 1vernment includes 
the rate payable ia res1)ect of Khas hla.hal or offices fur the colloo~ion oi rents 
from Government estates (rule 4). ~ · 

Section 54 of the Beng!Jol V•lla.ge seH-g·wernment Act 1919, makes a special 
provision for the impJsiti•ln and cllection of supplementary assessment. This 
assessment is imposed wh·Jn the amount CJllected for Union rate is found by the 
district magistrate as insufficient to meet tha liabilities of the Union regarding 
salaries and e:}uipment of defadus and chaukidars and of the salaries of establish
ment of the Union. 

When the arrea.rs of the Union rc~ote are recJvered by coercive prvce3s, an 
additional sum equal to half the &m.::Junt so rdcovered is lavied by way of penalty 
(sec. 41). · 

Besides the proceais of the Unio::t rata and the penalty mentioned above, the 
following fur;,hsr items c-:~nstitute the union fund. 

( 1) All sums rea.Iisel as fines, fee3 or costs recovered under Act (except fines 
lavied from da.fadars or chaukid<~ors for defa.uH in the performance of their duties) 
process feas and other receipts of the Union board, Union bench (criminal juris
diction) or Union C.)Urts (civil jurisdiction), and donations or contributions from 
private persons. 

(:l) Rents or oLhar incJme from works constructed by and veilted in the 
Union boards (tiec. 19). 

(3) Lice:JC6 fees at pra:;eribe.l ra.tei for ca.rrying on any trade or business 
declared by the State gwernment to be offensive or dangerous (sec. 34). 

(4) Grauts-iu-aid from district fund. 

(i) The district board may m!l.ke E>uch grant-in-aid as it thinks fit, to 
enable the Uoim board to cury out a.uy of the purplses of the Act on such 
conditions as tho District boards may consider desirable. 
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(ii) In the case of Union b)!Uds which ha.ve imposed a Union rate 
on the owaera/or/aud OC(Jupiers uudar section 37, the district board sba.ll 
make a. suitable grant-in-aid. 

The income of Union boards for the yea.r 1946-47 when there were about 
1500 Pancha.yats was in the neighbourhood of Rs. 50,00,000/· as a~ainst an ex
penlliture approximately Rs. 40,00,000/·. 

The Punjab. The Act governing the village Panchayats is The Punjab 
Panchayat Act, 1939, being the Puujab Act No XI of 1\13~. The functiona of 
Village P~~onchayats are menbionel in the CJmparative Functional chart A 
(compulsory) and B (option3ol) a_nnexed herewith. The provisions relating to finance 
and taxation of Village P&nchayats are compressed in only 3 brief sections 67, 
68 and 69 which make up ChalJter VIII of the Act. The chart given hereunder 
summarises these provisions • 
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PUNJAB (1~3~) 

VILLAGE PANOHAYAT FUND 

r 
'rues (A) 

I 
Qp.ional (only) (S. 69) 

I 
Any ~ax Prov. Legislature has the power to 
impose in *he Province under Gov~. of India. 

Act, 193:S 
I 

Taxes generally levied are 

..._ f I I 
~ Hearths Profes-Anima.ls 

Bions. 

I 
and other minor taxes. 

I 
(B) 

1 
Other aourees of ineome 

I 
(1) Balance and proceeds of all funds which in *he op1mon 

of the Collector were or are being oolleo,ed for eommon 
secular purposes of the village. 

(2) 
(3) 

(4) 

(5) 

·Non-Judicial fees. 
Donations and contributions for the purpose of ''rea.l 
IJommon good" such a.s building Pa.ncha.ya.t Ghar, 
school building dho.ra.msha.la., wells, pavements of streets, 
construction of raised platforms under Jha.dy trees, etc. 
Government grant 
(a.) on the basis of realised (not assessment) income 
(Note :-Government gives grant equal to the amount 

of tax realised by the Panchayat and tq.e 
amount of non·Judicial fees. 

(b) Grants-in-aid· for. library. 
(c) In the form of compensation for the loss of income 

from Judicial fees and fines. 
Grants from other local bodies if any (sec. 68) 



MINU'.L'ES OF DISSENT 

(1) Taxes. It will be seen that under this Chapter there is no compulsory 
tax at all. All taxes are optional. The power of taxation is described generally 
as the poVI"er to levy, with Government S!l.nctbn, any. tax which the Provincial 
Goverument bas power to impose. ' 

It appears tllat under these provisions, Village Panchaya.ts have generally 
levied the following taxes :-

(1) Tax on hearths. This seems to be very popular and levied on diflerent 
clal'ses of people-the maximum rate per annum being prescribed for each class as 
ur:der:-

(1) On unskilled reople a.t Re. 1/• per hearth. 
(2) On artisans Rs. 2f. · -do· 
(3) On tenants ,; 3/· -do-
(4) On proprietors of la.n1 or shopkeeper Rs. 5/· per bea.rth. 

(2) Tax on .Professions. This is leviable at REI. 5/· per shop. 

It is further provided that the maximum payable by a taxpayer on whom 
both the he&rth tax and profession tax are levied shall not exceed Rs. 8/- per annum. 

(3) Tax on animals. Some Pa.nchayats have levied tax on animals required 
for transport, commonly the mules. The rate for differ_ent animals varies from 
a.nnas 2 to Rs. 2/- per annum. 

Sources other than taxation and fees. There are some insignificant non· 
judicial fees levied e.g. for copying or inspecting non-judicial rerordH of the Pan-
chay!l'ts. • 

Grants. (1) Government give a grant of an a.mou~t equal to the sum 
collected by each Village Panchayat during the-previous year from taxes and non· 
judicial fees. 

2. If a Pa.nchayat collects, say Rs. 200/· from taxes and Rs. 50/· from non
judicial fees, it receives a further sum of Rs. 250/- from Government in the form 
of grant. 

3. Grants-in-aid in the form of compensation for the loss of income from 
judicial 'fees and fines imposed by the Panchayats. The income from these sources 
forms part of the State revenue and is credit a. ble into the Government treasury and 
the Panchayat acts, so to speak, as a collocting agency for the State. 

4. Grants for Pancha.ya.t libraries. Government set apart Rs. 4,0JO/
annually as library grant at the rate of Rs. 50/· rer each Panchayat which contri
butes an equal amount from its own funds for this purpose. 

5. G_rant from local and other bodies are also received some times. Contri
butions and donations from individuals are sometimes received for specific objects 
of village benefit e.g. a school building, a Pa.nchayat Ghar etc. 

The following statement_of the amounts received by Viilage P~Lnch1oya.ts during 
1948-49 will show the relative importance of ea.cb of the sources of income. 

Taxes Rs. 2,98,872/· 
Government grants ,. 2,42,250/-
Gra.nts from local and other 

bodies 
Voluntary contribution 
Miscellaneous' .J ••• 

.. .. .. 
16,682/" 

1.47,853/-
36,580/· . 

Total Rs. 7,42,237 /· 
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n is also interesting to npte that this income was received by as many as 
4110 Panchayats that were functioning during the year ; which means that about 
Bs. 180/· was the average income of a Panchayat r.er annum It is stated that -
this .verage covers the highest ever received by the Panchayats since the inception 
of the Panchayats in the State. .. 

Looking to the expenditnre side, we find that all the 4000 and odd Panc
hayats Ppent bet-wren them Rs. 31,133 only for salaries of employees i,f', on an 
average of Rs. 8/- rer annum per Pancbayat. 

The latest estimated income shows that about.50% of the Pancha.yats have been 
induced to levy Hearth-tax and their average income is likely to rise from 
Rs. 180/· toRs. 250/-. The estimated incidence of taxation of Village Panchayata 
in the Pancbayat areas is calculated at aboat Rs. 0-2·5 per bead per annum. 

It should be added that a. new Panchayat Bill (No. II of 1950) is being intra. 
duced in the Punjab LegiElature in which it is proposed to repeal the present 
Village PaLchayat Act of 1939. The Eources o£ income proposed in the new 
Bill are given ill the chrt below: 

( 
Taxes 

I 
r 

Compulsory 

(1) Hearth Tax 89 
(1) (maximum 
rate prescrib. 
ed by Govern· 

ment.) 

PUNJAB (Bill1950) 

GAONFUND 

.·• 
1 

Optional 

(1) Any Tax the 
State bas power 
to impose under 
Constitution of 
India 89 (2) 

(2) Special Tax on 
adult members 
of the Panch&· 
yat area for 
construction of 
any public work 
of general uti· 
lity (94) 

I 
• 1 

Other sources of Income 

(1) Grants by Government or Local 
Bodies 88 (a) 

(2) Sums (other than judicial fees and 
fines) received unde~ the Act 
88 (a) _ 

(3) Balances of proceeds of all ~unds 
collected for common secular 
pur poses of the village 88 (c) · 

(4) Penalties for breach of any pro-
visions of Act (27) or rule or 
orders (31) made thereunder. 

(5) Collection charges for collecting 
revenue or taxes on behalf of 
Government or any local autho· 
rity (29) 

(6) Income to be shared with District 
Board in respect of fairs and 
market (35) 

(7) Fees for processes etc. 109 (2) 

It will be seen that the Hearth tax which bas been optional so far, wlll, if 
tbe Bill is passed, be converted into a compulsory tax, and an optional eource 
of revenue in the nature of a special tax on adult members of the Panchayat 
area for construction of any public work of general utility has been added. 
This tax will be payable in cash or voluntary labour from the persons taxed 
PJ' from anr othor person voluntarily offering such labour on his behalf, . 
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The other sources of revenue provided for in the new Bill are mentioned in 
the chart hereunder, the notable feature being that the Panchayats will receive 
collection charges for collecting land revenue or taxes which the State may 
impose in the area.. The second nata. ble feature is that the Pa.ncha.ya.t will share 
with the District boards the income from fares and markets; 

Uttar Pradesh. Village Panchaya.ts of Uttar Pradesh are governed by the 
United Provinces Pa.ncha.yat Raj Act 1947 (U. P. Act No. XXVI of 1947). Under 
this Act all adult residents of a village are inoarpJrated under the ni.me of 
a Ga.on Sabha and Gaon Pa.ncha.ya.t is the executive _committee of the Sa.bba.. · 

The functions of the Gaon Pa.nchayats are mentioned in the chart a. (compul-
sory} and B (optional) a.nnexel herewith.. · 

The chart which is givea hereunder enum;,ra.te3 th'3 sJurces of revenue of 
·Village Pa.ucha.ya.ts in the~U .P. 
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UITAR PRADFSH 

GAON PANCHAYAT FUND 

I 
( 

Taxes (all optional) sec. 37 

(1) Tax on rent payable under U. P. Tenancy Act 1939 not 
exceeding one anna in a Rupee 37 (a) 

(2) Tax on rent received under U. P. Tenancy Act 1939 
not exceeding half anna. in a. Rupee. 37 (b) 

(3) Tax on the assumed rental value of Sir and Khudkasht 
and ca.lcula.ted under sec. 63-D of U. P. La.nd Revenue Act 
1901 not eltceeding one a.nna in a. rupee 37 (c) •p 

(4) Tax on tra.de, ca.lling profession 37 (d) 
~ (5) Ta.x on building by persons who do not pay any of the 
~ taxes 1,2,3, & 4 abovementioned 37.(e) 

1 
Other sources of income. 

(1) Sums received from Government 32 (2) (b) 
(2) Ba.Iance of former Goan Panchaya.t 32 (9) (c) 
(3) Sum credited to G. P. by order of the Court 32 (2) (d) 
(4) Sum received as consideration for compounding offences 

32 (2) (e) 
(5) Sale proceeds of dust, dirt, dung, refuse and dead bodies. 

32 (2) (f) 
{6) Rent or other proceeds of Naza.I Property as the Pxovin

oial Government may direct to be pla.ced to the credit of 
G. P. Fund 32 (2) (g) 

(7) Contribution from District Board or other local autho-
rity 32 (2) (h) 

)8) All sums by way of loans and gift 32 (2) (i) 
(9) Sums assigned by .Pro\'incia.l Government by special or 

general order 32 (2) (j) 
(10)· Oolleotion charges (1) from Government for collecting taxes 

on its behalf 24 (a) 
(2) from priva.te Pa.rties for collecting 

rent 24 (b) 
(11) Fees for process and suits and penalties. 
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n will be seen that there are no taxes compulsorily leviable by Pa.nchayats. 
But the other imposts are a.s under:- · 

(a) A tax. not exceeding one anna. in a rupee of the rent payable under the 
U.P. Tenancy Act 193!r-payable by p'.:lrsons severally ~r jointly in cultivator.y 
possession or in respect of Sayer income therefrom ; m the ca£e the land IS 

eultiva.ted by the sub-tenant then the amount is payable between the sub-tecant 
and superior holder in proportion of 3 to 1. 

{b) A tax not exceeding six ples in a rupee on rent received by any proprietor 
or 'under proprietor on account of land as defined in the U .P. Tenancy Act 1939 
payable by persons in proprietary or uod'3r proprietary p:Jssession as provided in 
section 32 of the U.P. Land Revenue Act 1901. 

(c) A tax not exceeding one anna in a. rupefj upon the assumed rental value 
of 'Sir' and 'Khudka.sht' in accordance with the land revenue act, l901-payabl9 by 
persons in proprietqry or sub-proprietary possession of Sir land .as provided in the 
U.P Land Revenue Act 1901. · 

The taxes menttoned, a, b, and c above are to be imposed if at all, all together 
_ and not singly and in the same ratio as the maximum rates prescribed therein 

bear to one another. 
(d) A tax on trades, ·callings and professions-not exceeding such rates as 

may be prescribed. 

Rule No. 221 prescribe:~ that a. Pa.ncha.y~t may, by resolution, require that 
no person shaH carry on the trade of a weighman, or pa.Ileda.r, a sug<ir refiner and 
merchant, a. grain merchant, a. cloth merchant and of keeping a vehicle for. hire, 
without obtaining a. licence for the same on payment of annua. I fee, not exceeding 
that given below :-

(1) Weighman, 
merchants, 
palledars 

~ 
J 

Rs. 3 per annum 

(2) Grain and cloth ) 
merchants and ~ Rs .. 8 per a.nnum 
sugar refiners J 

(8) Owners of vehi· 1 
cles for hire J Rs. 3 per vehicle. 

In addition to the above licence fees, grain and cloth merchants and sug&r 
merch&nts and refiners and persons carrying on any other trades to be determined 
by the prescribed authority, m&y, if the Pa.nchayat so resolves, be required to 
pay a tax on the annual income of their trade. No income l:elow Es. 500/- per 
annum shall be taxed. The rate of taxation shall not exceed, (a.) 3 pies per rupee 
on a.a annual value below Rs. 600/- and every Rs. 100 or part there0f above Rs. 
600/· but below Rs. 1200/- not exceeding 6 pies per rupee ; and for e•ery Rs. 100 
or part thereof above Rs. 1200 not exceeding one anna in a. rupeo 

Of course the maximum amount recoverable from a. person under the Con-
stitution of India. shall not exceed Rs. 250/- per annum. · 

(?) A tn on buildings owned :by persons who dJ not p:1y any of the taxes 
aforesaid under (a.) to (d)-not e:Icesdmg such rate as may be prescribed. 

Rules framed under the Act provide that the rata of tax on houses and 
buildings shall not exceed 5% of the annual rental value. Persons who {roll\ 
povertr are qnable to pay a. tl1!~ are exempted from the assessment (Rule 224). 
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No assessment is to be imposed on any house or land belonging to the 
Government or the district boa.rd which is not used for residential purposes, but the 
Government or the district board, sh&ll, if the District Magistrate so directs in 
any case, be liable to pay to the Panchayat in lieu of the assessment, such sum as 
he may from tima to time determine to be fair and reasonable. 

Where, however, an assessment is imposed on a house, building or land 
belonging to Government or District Board, which is used for residental purposes, 
it shall be payable by the owner or occupier as the Government or district board 
may decide. 

Besides the .above mentioned imposts, proceeds from the following items are 
credited to the Gaon Fund. ' 

(1) Court fees &nd fines. 
(2) Sums paid by way of composition-when a Ga.on Iancha.yat compounds 

an offence on payment of a cash pa.ymont:. 
(3) All sums received from District or other authority. 
(4) All sums handed ove~ or assigned by the P~ovincial Government. 
(5) Such portion of the rent or other proceeds of the N~zul property as the 

Provincia.! Government may direct to be placed to the credit of the 
Gaon Fund. 

(6) Sums received by Panchayat from any individual, ·corporation or provin· 
cial government as collection charges of rents due to these parties from 
persons liable to pay the rent to them when the Panchayat contracts to 
collect such rent (sec. 24). · 

(7) The sale proceeds of all dust, dirt, dung, or ~efuse including the dead 
bodies of animals collecte_d by the servants of the Gaon Pa.nchayats. 

General Observations. The matter contained-in the previous pages, d~aling 
with the functions and finances of Village Panchayats has been collected from 
different sources. Facts relating to the Panchayats in ancient India. have been 
abstracted from standard works on ancient Indian polity. No attempt has been 
made to give a chronological account nor has ib been considered necessary to do so, 
because of the restricted scope of this enqniry. What is attempted is to give a. 
brief account of the salient features of these Panchayats in so far as they relate to 
their func'jons and finances during the differen~ periods of ancient history and to 
present a picture of these Panchayats as a. whole, overlooking those differences 
which existei in different parts of the country and in different periods. References 
to the history of Panchayats between the ancient period and the present times 
have been omitted. Our study of the finances of the Panchayats of today extends 

·only to the states to which our inquiry was restricted under the instructions to 
that effoo~ from the Ministry of Health. Non·availability of the uptodate mate· · 
rials for study of the present day Panchayats has rendered in impossible to give an 
accurate account of the financial working of the a.nchayats iu different states, much 
as I \Vould have liked to do. No comparative examination on sound lines is posEible 
b9ca.use data. for identical periods are wd.nting. I have however tried to do justice 
to the subject, as best as I could with these handicaps. 

Regarding the £unctions of Village Pancha.yats, we have found the study of 
Vill~~oge Panchayats in ancient India useful and instrucLive- because they reveal_ 
the national cha.racteristics of the villa.ge people in ancient India. They afford 
relia.bla guide3 for moulding our 'present policies in respect of Village Pauchayats. It 
will be seen that modem legislatures a.Il over India. have been trying to revive these 
na.tional institutions by a close study of the functions of our old Village Pa.nchayat. 
This studr of th~ir f~nctions, however, is merely incident!\! a,nd ancillary to the ma.in 
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purpose viz. the study of the finances of Village Panchaya.h. A word about this 
relation between the functions and the fina.nce of Pa.ncha.yata would not be out • 
of place. It is stated that the problem of functions cannot be divorced from t~eir 
finance-their m&rria.ge is indissoluale. It bas been stated that those functions 
alone should be alloca.ted to Village Panchayata as could be satisfactorily attended 

... to by them with the finances placed at their disposal, and vice versa, Pancbaya.ts 
should be endowed with financial resources adequate enough to enable them to dis
oharge the functior s allotted to them satisfactorily. Those propositions ~re ~&ken 
to be axiomatic and unexceptionable. Every administrator connected with V1llage 
Panchayats in India., however, knows, from. da.y to day. experi.ence that such .a pr~ 
sumption a.bout the relation bet"'een functions _and finance IS short of reality In 
case of all local bodies and specially so in (•ase of Village Panchayats all over 
India. 

A comparative functional chart mentioning all the oompulaory duties (portion 
marked A) and the numerous optional duties (portion marked B) and incluing 
details about each State in separate columns has been compiled and annexed to 
this note. Instead of mentioning all these duties when dealing with them in con· 
nection with the finance of each State, it is found convenient to bring them all 
in one place, so that a sort of comparison could be made. Moreover, as stated 
above, there is no relation in practice between functions and finance of Village 
-Panchayats. Even what are described as ''compulsory functions" are supposed 
to be pArf0rmed only 'if fundR permit' and the faat is patent tha.t funds never 

, permit the performance of these obligatory functions, much I~ss of the optional 
functions. The wisdom of £\atalogueing multifarious items and calling them duties 
bas been doubted by some writers, rarticularly the financial experts. There is. 
-however, a practical reason lurking behind this apparently unintelligible arrange· 
ment. There are divergent cJnditions obtaining in different villages of different 
States and the uniform inadequacy cf finances "of each permits only of 
different priorities for the performance of different functions. 
It woulcl not therefore be a cJnvenient arrangement if identical uni· 
form ~obligatory' duties, were listed. It may also be noted that the words "to 

•the effect,'' 'if funds permit', which are used in connection with obligatory duties 
take cut all the wind from the w .. nd 'obligatory'. Moreover the tax payers do 
not seem to have any legal right to enforce the performance of these obligatory 
duties i.e. for 'non-feasance'. They have a remedy only if functions are performed 
in a negligent manner so as to cau~>e a special damage to the party complaining 
i.e. for 'misfeasance' only. Under the circumstances it would appear that the 
distinction between 'obligatory' and 'discretionary' functions does not cause any 
inconvenience as far the Courts are concerned. This distinction, moreover, ser
ves a practical purpose also. In the hands of the e'lntrolling authorities, it fur· 
nisbes a lever to bring pressure upon a local hody to perform its obligatory 
functions and thereafter to withhold grants or to take coercive measures lor failures 
in the performance of the obligatory duties. Sometimes this deffault figures amongst 
the causes assigned by controlling authorities for superseding local bodies. 

-A comprehensive list of "discretionary" duties -ser'"es as 'pesters' pointiJ,g 
out the different channels in which, according to the choice of the Pa.nchaya.ts, 
their activities may be directed. This freedom is, in practice, found very valuable 
because on a careful examinati m of the works carrie•l out by diffe~ent panchayats, 
it would be found that enormous ad vantage bas beAn taken of this liberty of action. 
Furthermore the unsoiJbi:>ticated and simple villagers are saved by this device, from 
the fetters of the doctrine of 'ultra. vires' beoausa the list of optional duties save3 
them from this evervresent da.nser, . 
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Coming to the financial problem of Village Panchayats it may be noted 
that the sources of income of the Panchayats in eacli State have been men-. 
tioned in the re3pective notes dealing with the State and special financial 
charts embodied therein. lt is interesting as well as highly instructive to 
make a. comparative study of their financial resources in the different States.' 
With a view to make such a study, comparative financial cha.rts dealing with 
all the financial resources have been prepared including compulsory and optional 
levies and other sources of income. It is hoped that;- all these indi vidu~l 
charts with the concluding comparative charts will give a. fairly clear picture 
of the position of the func~ions and fina.nce!.'l of Pancha.yats in the different States. 

It is needless to repeat comments on particular items of income in 
individual States, in these concluding observations, a.s they have been pointed 
out in separate notes regarding them. 

A few general remarks are, however, offered here. The two main c6n· 
stituents of 'Village wealth' from which the sources of income for the proper 
functioning of Village Panchayats' could be drawn- are the land and la hour. 
We shall give a. brei£ aoo-J~nt of the various methods adopted by the different 
States for tackling these two components. -

Land·law forms the subject of numerous imposts-benefits of which accrue 
or should accrue to the Village ·Panchayats to a. great extent. 'Land Rave· 
nue' in India is a. source reserved by the States for their own use. In other 
countries, this source of income generally goe3 to the local b,xJies. Shri. 
Gokhale and other Indian leaders have been poipting out since long that nn· 
less this source is made available for the use of local bsdies there was no 
hope of their raising sufficient revenue to perform their elementary duties. 
Whatever justific!l.tion there_ ~ay be for the re3ervation of this source of 
revenue for the exclusive use of State ' governments in pre-independence 
days-it is being slowly realised by the States that the time has come to 
re-examine this p 1sition. The pr.Jblem of vitalisbg the finances of local 
bodies has assumed a. critical position and it appears that local bodies will 
have to be made major pa.dners of thi.~ revenue. If the State coulJ m!lonage 
to transfer this source for the exclusive use of local bodies-they would be 
taking a. step which is overdue and which will go a. great way towards 
solving the problem of local finance particularly the Panchayat finance. From 
the notes on the finances of Village Pa.ncha.yats in different States and the 
severs.! cha.rts in this note, it will appear that ths State of BJmbay is the 
first one to realise the necessity of assigning part of this source to District 
Boards and to the Village Pa.nchayats. Fifteen per cent. of the land revenue 
realised from eaoh Villa.ge Pa.ncha.yat area. has baen assigned to the Pa.nchaya.t , 
concerned. · 

This salutary change in State policy has been hailed by all local bodies 
throughout in India. and the portends are tha.t other States will find it 
necessary to follow suit. The Madras State has in the new Village Panchaya.t 
Act of 1950, imitated the Bombay Act which assigns 15% of the land revenue 
to the Village Panchayats in that State. There is however a. marked diff
erence in the policy a.dopted by these two States. The State of Bombay 
has adopted a. straightforward p'llioy of assignment of a definite portion 
of land revenue to the very Pa.ncha.yat from whose area. the same has been 
raised. The State of Madras however sets aside 12i% of the land revenue 
derived from the whole State and from the fund· so created gives a. gra.nt 
to Village Pa.nchayats on the basis of the population in each. In the case 
of Rombay it is an assignment of a. portion of the revenue raised from the 
very Pa.nchaya.t a.rea. which raises the revenue. There is. a. psychologica.l 
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aspect of this policy. Every Village knows that what it pays as land revenue 
is returned, thnugh in' part, to the vilhga itself to be used for the viila.gll 
benefit. In the case of Madras-the village does not obtain part of what 
it pays-but may get more or less depending upon lts population and not 
pn- its own contribution. There is a. sort of 'ownnass' attached to receipts 
in Bombay whereas a sort of inferiority complex a.ttches to every 'grant' in 
Madras. To the economists, the Madras method may be scientifically more accept
able-in so far as the principle of distribution according to the needs of the area., as 
ascertained, on the basis of the population bas a better application. We have 
as yet no record of the experience of the operation' of the Madras Act as 
the measure is entirely new. But the Bombay method has mat with, as 
stated before, a great welcome. I am emphatically of the opinion that the 
Bombay method is the more acceptable on the ground of the psychological . 
effect it produces on the the tax payer_.& factor on which greater emphasis 
is needed when dealing with rural 'population, Moreever the association of 
'Supplica.ncy and control' which are concomitants of 'Grants' crea.tes a sort 
of inferiority complex. The Bombay method has in addition the sanction of 
ancient usage and practice-as_ will be seen· from the account given previously 

- of the assignment of land revenue to the Panchayats in ancient India. 

Land Oess is an additional impost in the nature of a. surcharge on hod 
revenue. It will be seen from the different charts that several of the States have 
assigned a fraction of the land cess or permitted the Vilfage Panchayat to levy a. 
small surclia.re on land revenue. The Bombay State has taken care to provide 
that Pa.ncbayat shall receive either 1/4 of the cess out of 3 annas in a Rupee of 
land revenue levied by the District Boards or 15% of the land revenue wichever 
is greater. 

Besides the land revenue and· the land cess, land has been a source o£ 
revenue to Village Panchayats in different ways. House tax-land and building 
tax-circumstances and property tax : in all these taxes land forms an important 
element of income. Then there are imposts on lands ocQupied for non-agricultural 
purposes, other than buildings, vacant lands which a.re cultivable but not 
cultivated ; lands held by persons in cultivatory · possession, and those held in 
proprietary or_sub·proprietory possession· 

Moreover lands owned by or vested in Pa.nchayats are exploited by some of 
the Panchayats in the same way as 'communal lands' in the hands of Village 
Pancbayats. 

-Waste lands have been vested in Village Pancbayats in some States. They 
eould be converted into cultivated lands so as to produce income. 
. There is a provision under the Assam Act whereby waste· lands belonging 
even to private persons which are not made productive by the owners could be 
taken charge of by Pancbayats and made to yield revenue to the Pancbayats under 
certain conditions. . ' -

·. It will be observed that many varieties of taxes have been put on land by 
Panchayats in India.. When this fact is considered in relation to the extrema 
poverty of the productivity of land and the uncertainty of rains on which crops 
depen(!. and the recurrence of famines, it appears that there is little room for further 
exploitation of this source of revenue. 

· . Labour. This is another f~om of wealth which may suitably form an object 
of taxation for rural b)die3 gciUerally and VilhgJ Panchayats. padicula.rly. Thers 
is abundance of labour going waste iu many villageS!.. A large . number of vi-Ila<~es 
have nothing tel offer in ~ash or kind !n lieu of taxes, L~gislature~ a( every st:te 
seem to be aware of tb1s state of th1ngs and have enacted legisll!otive provisi_ons for . 
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t&ckling the source. Some S~ates have made provision for accepting labour in lieu 
of taxes and some other have' provi~ed for the levy of labour tax at the option of 
Village Panchayats. Bihar seems to ha.ve gone furthermost in providing for a 
compulsory levy of labour tax. / - · · :. · 

There is a great scope for utilising this-the most fruitful SllUrce of i~oorii~, 
for the benefit of Village Pa.nchayats. There is an off·season idle labour whieh 
could ba recruited for road making and other public utility worits. It is calculated 
that ·the village labourers-particularly landless labourers derive during working 
period only 2/3rds of the income necessary for subsistance even on a low standard 
of living. A proper propaganda. for due appreciation of the dignity of manua.l 
lab:mr could be carried on to the utmost advantage of_ the Viliage Panchayats. 

We have not com~ acrpss any record showing how ·far this labour t~x is 
popular and whether use of this tax is made to any considerable extent. The 
Mysore State Panchayat Act has it on the statute elaborate rules for a long time 
a.nd it is stated that it works satisfactorily. · · 

We have also seen that in ancient India contribution in the shape ofia.bOur 
was a very good sources- of income, Assignment by the State of such contributions 
recJvarable by the State. t1 Villaga P<~.nchayats helpad the villages cJnsiderably in 
carrying out public wor:ks. The extent to which the Jnodern India is a.ble to 
resusciate this mode of taxation will to a great extent be a measure of its success in 
revi. iog these national institutions. 

Payment in kind. -I -would like that each state should investigate the 
feasibility of providing for payment by the tax·payers in P~~onchayat area in kind 
in place of payment in cash. Such 11. method of recovery of taxes --during the 
season when crops· are collected in, the fields would be very convenient and 
eoJnomical and W.Juld not be felt to b'a a. burden by the villagers. This suggestion 
may be found particularly suitable in backward area.s. Granaries may be ma.in
~ainsd by Villag'3 Pa._nchayats a.nd payment to labour engaged by the Panchayats 
in kind would also be a. more suitable practice in many VIllages. This practice 
m1reover would provide for accumulation cereals sufficient to last for a. year's 
consumption of the whole vill~~ogi and in times of famine or scarcity would become 

. a blessing to the whole villaga. This prac~ice of maintaining village gra;nerfes is 
, met within several pa.rts of India; and I would earnestly recommend state goven· 
menta to seriously probe into this matter. · · :.., 

Comparative Financial chart gives in detail 

{1) all the taxes which a.re compulsorily leviable in the states· mention• 
ed against each of them. · 

(2) All the optional levies and 

(3) All other sources of revenue. 

It; is hoped that this comparative chart will give a comprehensive picture of the 
fioancial sources at· the disposal of pa.ncha.ya.ts in each state. These items have 
boen dealt within the previous notes. My recommendations in this matter are 

(1) A substantial share of the land revenue, not lees than 25% should be 
assigned to the Village Pa.nchayats forthwith. This percentage must be progressiv· 
ly increased say by 5% every year to 50%. I do not mind that some of the grants 
are reduced in order to enable states to implement this recommendation. 

(2) A 'labour tax' should be levied in each Panohayat in the shape, for 
example, of payment of Vil~a.ge Panchayat tax at the rate of so many hours per 

yea.r with all such safeguards ac;:ainst th" abuses '\"hich such a. system may be 
liable to, which several states have provided in the rules. For exampla it may be· 
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provided that pa.yDlent in cash or kind may be made in lieu--of labour at prescribed 
rates. _ ~ 

At present some Acts are providing for paym~nt of tax in cash a.nd o~tion. is 
given to pay in labour. I would like to reverse the procedure and would pr1ma.r1ly 
levy the tax in labour and option to pay in cash or kind. To my mind, this change 
has a. great psychological value and is more suitable to village conditions. 

(3) Tax on agricultural products either as an independent levy or a.s a. sub· 
stltute for any of the present levies should be corsidered, 

(4) Surcharge on a number of taxes should be permitted to be levied at the 
option of the Pa.nchayats such as surcharge on the duty on transfer of property 
which is compulsory in Madras. 

(5) Village Panchaya.ts should be relieved absolutely of all financial responsi· 
bilities regarding education. -

(6) Salary ~nd allowances of the chief executive should be borne by the 
state, at least to the extent of 3/4ths as in Bombay. As far a.s possible-the 

·executive work should be done in an honorary ca.pad~y by members as in the 
Punjab. A considerable part of the income of the Pa.nchayats would otherwise be 
consumed by this one item only. 

(7) State Government should transfer as much land to the Panchayats as 
possible with a. view to their exploiting them. 

(8) Panchayats should be- enco~raged to undertake as many remunerative 
enterprises as possible e.g. markets, slaughter houses, cart and bus stands and 
ferries which are at present undertaken by some of them. They may undertake 
the management of co-operative farming, dairies and such other activities under the 
guidance of different state departments. 

(9} ~hey must be made agents for all State or District work to b3 done in 
the village and be allowed remu~eration for the same. For example, wherever feasi· 
bie, they should collect land revenue and cess and recover collection charges, 
They may aimiJarly carry out public works on behalf of District Boards or P.W.D. 

· (10} There should be established a. sort of relationship between the 
Panchayats and the Registrar of Co-operative Societies who should guide them to 
undertak.e works on t'he basis. of multi-purpose Co-operative Societies. In Orissa, 
the superintendence, guidance and control over the Panchaya.ts has been placed in 
the hands of the Registrar of Co-operative Societiea. 

(ll) The functions of Jaw and order should be decentralised as in West 
, Bengal and the State should make itself responsible for the salaries and allowances 
of the Chaukidars employed by the Panchayats. 

A last suggestion though not of a. financial character may be made viz, that 
the connotation of the phrase 'Village Panchayat' may be made uniform in the 
legislative measures of all the Sta~s as the phrase 'Village Pa.ncha.ya.ts' has found 
a place in the Constitution of India and such a uuiformity will be very helpful. , 
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N~mes of functions Bombay 

1. Supply of water for domestic Yes 
Use. 

:z. Cleansing of Public Roads, 
Drains, Bunds, Tanks, Wells 
(other than tanks and wells 
used for irrigation) and other 
public places or works. 

3· Construction, maintenance 
and repair of public roads, 
drains, bunds and bridges. 

4· Sanitation, conservancy, pre
vention and a batt ment of 
nuisance. 

5· Preservation and improve· 
ment of the Public Health. 

6. Maintenance & rPgulation of 
the use of public building 
grazing lands and forest lands 
and tanks and wells under 
control of Panchayats. 

'I· Village Lighting. 
8. Control of fair, bazars, slau

ghter house and cart stands. 

... 

COMPARATIVE FUNCTIONAL CHART-A 
Obligatory Functions 

Madras 

No 

Yes 

No 

Yes 
No 

of 
Vil111ge Panchayats 
in different States 

:Madhya 
Pradesh Bihar 

Yt>s '.Yes 
Disinfec- Also disinfe-
tion and ction and 

-storage. storage. 
(See column No 
4 below) •r 

Yes YPS 
and Pro-

tection of 
village roads 

& paths 
Yes Yes 

also cleans-
ing of public. 

street 
No No 

Yes Yes 
or any pro- also repair 
perty vested and prot€c-

in V.P. tion thereof 

No No 

Orissa 

Yes 

• 

No 

Yes 

Yes 
also stancls 
for Motor 
car and 
markd. 

Assam West Bengal Pun]ab U. P. 

No No Yes Yes 

No 

Yes Yes Yes No 

NO Yes 
~;~lso in faits 

Yes No 

No Plantation Yes 
Pre!'E>rva-

tion of Trees 

Yes No 
No Organisation 

and ccleh: 
ration of 
festivals 



:Madhya 
Names of functions Bombay Madras Pradesh Bihar Orissa. Assam West Bengal Punjab U.·P. 

9· Provision, maintenance any Yes Yes No No Yes Yes No Yes yes 
regulation of burning any under orders 
Lurial grounds. of District 

Board only 
IO. Supervision and maictea.nce lf Yes No Yes Primary No 

of Village School. (funds pro- for boy & School. 
vided .By girls and 
D.L.B.) spread of 

education. ' II. Supervising of labonr em- .. .. No No No 
ployed for local work. 

12. Supervision repairing of dha· Yes Yes 
lie 

" .... 
ramiUihala. Rest housea for travell- Z: 

~· 
ers H' 

13· :Management and ma.inten- .. .. No Yes l't" 
~ ance of cattle pounds, 

(,0-

~ 14. Execution of work entrusted Yes 0 
~ .. .. " .. No ,, loJ 

by Dist. Local Board. 1:1 
15. Distribution of irrigation Yes Yes ...... 

• .. In" 
water. t.Q: 

16. :Management of institutions No No No M 
" !21 

and execution of work.s en• HI 
trusted b{ IJ.L.B with the 
consent o Panchayat. 

17· Sinking and. repairing of No No 
" Yes Yes 

wells, excavation r<Jpair~ and sec. i 
maintenance of ponds and 
tanks, construction of water 
works for (i) bathing (ii) 
washing and drinking pur-
poses. 

and :first aid. 18. :Medical relief .. Yes Yes Yes Yes No Yes 
and mater-

19. Registration of births and Yes No Yes No 
nity .. Yes 

deatha. :Marriages als.o marri- " .. 
also marri-

20. :Ma'itlng of crop experiment 
ages ages. .. Yes .. No No No No No 



- ------- - ----------

Madhya 
~a me of functions Bombay Madras Pradesh Bihar Orissa Assam West Bengal Punjab U, P. 

---- -·-------- ·-

21. Making complaints under 
Child Marriage Restraint Act, 

No No Yes No Ye~ No No No No 

1'}29. 
22. To take measures to prevent No Yes Yes Ye!> 'Yes 

outbreak of diseases and (Epidemics) 
recurrence any of infectious 
disl'ase. 

23; R£"porting of encroachments No. Yes .. 
on roads and public places Supervision removing 

& malnten-
ance of Vill-

': age bounda-
~· 

24;. Filling 
rles. .... 

in damaged wells, No No No No z· .. ., 
" Cl" !sanitary ponds, pools, dit· 

t:d-' c'hes or pits. 
~ 25. Maintenance of an accurate No ... Yes Yes Yes rJl .. 
~ account of crop, animal and and also 0 
~ >:g· 

vital statistics. population t1 26; Extinguishing fire and fight- .. No No Yes .... .. rJl 
ing famine, burglary and 1:/.L 

dacolts. t_:q 
!21" 

27. Execution of measures of. .. " .. Yea No ...,., 
Rural Development as Gov· starting & 
etnment may direct. maintaining 

Grain Fund 
seeds for cut-. tivators . 

28. Segregation of Infective le- .. No Yes .. .. No 
pers by starting Village Iso-
Iation Centres. 

Z9, Maintenance of public tat- .. ,. Yes 
rines. 

30· Allotment for storing man- .. .. No Yes 
ures \ 

31. Regulation of constructing of ,. Yes 
new buildings and extension also protec-
of existing buildin~s. tion & 

supervision 



Madhya. 
Names of functions Bombay Madras Pradesh Bihar Orissa Assam West Bengal Punjab UP. 

32. Mainteance. of Village Vel. No No No No Yes No No No No 
Force. 

33· Veterinary & other hospital. No Yes .. . .. 
34· Supply of information to .. .. Yes . 

Dist Magistrate. 
35· Services of Processes. .. , . .. 
36. Establishment of Panchayat .. No Yes 

Adalats. 
37· Relief for the poor and the .. No No Yes No 

sick. 
~8. Improvement of breeding .. ... 

houses and cattle for !(: 
agricultural and domestic .... 
use. ~: 

·39. Public garden and paly .. .. tzt 
grounds. f.Do 

If:.. 40· Voluntary registration I of .. 0 
~ cattle, camels and horses. ~ 
~ 41. Development of Agriculture Yes t:l ... 

and Village industries and co·. 
c.o. destruction of harmful weeds. tz:l 

42· Disposal of bodies of dead No Yes ~ animals and of offensive 
mattt>r. 



Names of functions 

L Crop Experiences 
2. 'Construction & mainteuance 

of slaughter houses 
3· Relief of the destitute and 

the sick. 
4· Improvement of agriculture 

S· CooperativE' Farming 
6, (I) Improven•ent of cattle 

& (2) Breeding and General 
care of live stocks 

7· E~tahlbhment of granaries 
8. V11lage Librari<'s and reading 

rooms 
9· P!anti11g trees in market 

place and other public 
plact>s and their maintenance 
ai!d prest>rvation. 

"IO. Lay1•ut and maintenance of 
plav ground for village 
children and of puplic 
gardens. 

:II. Promotion, ~ im~rovement 
and encouragement of 

__ _.co;m;ttage industries. 

COMPARATIVE FUNCTIONAL CHART-B 

Discretionary Functions 
of 

Village Panchayats 
In different States. 

Bombay Madras aMdhya Pradesh Bihar Orissa 

Yes 

•• 

No 
Yes 

No 

Yes 
Also organising 
Agricultural 
stores 

No 

.. 
Yes 

Also wi;eless 
receiving sets, 
sports clubs 
and centre of 
physical culture 

Yes 

No 
Yes 

.. 

.. 

.. 

.. 

No No 
Yes 

also co~eree Industrial 
&oindnstrles sto1es. 

No Yes 
Ye-s 

& Medical 
treatment. 

No 
Yes 

Yes 
Also Akharas 
Radio sets. 
Gramophones 

Yes 

.. 
No 

Yes 

Assam W. Bengal 

No 
YK 

H~lding 
Exhib. 

Yes .. 
No 
Yes· 

Yes 
Radio set for 
Rural popu
lation 

Yes 

No .. 
.. 
.. 

•• 
Yes 

No 

Yes 

.. 

.. 

Pnnjab 

No 

.. 
'! 

.. .. 

... 

U.P. 

No .. 

Yes 

Medicle 
treatmenet 

No 
Yes 

.. 

.. 
Games 
Akharas 

No 



Names of functions Bom~ay Madras Madhya Pardesh Bihar Orissa Assam W. Bengal Punjab u•P. 

12. Destruction of stray and Yes No Yes Yes N• Yes No No No 
ownerless dogs. also disposal 

of unclaimed 
cattle. -13· Construction and mainte- .. Yes Yes also .. Yes Yes Yes . . 

nance of Dharamshala sarais and Rest 
Houses 

I.J. Management and control .. No Yes No No No .. .. 
of Ghat not managed by 
others 

Is. Assistance to residents in Yes ,. .. .. Yes Yes 
times of natural calamity 

16. Disposal of unclaimed cor- Yes See column 43 Vel Yes .. No No II: pses, carcasses and unclaim-

~ ed cattle I 
17. Conctruction and mainten- .. •• Yes .. No Yes .. .. 

~·· 
ance c f public latrines 

Yes 
c.a 18. Establishment and main- .. Yes •• .. No .. .. 0 

~ tenance of markets ...., 
19~ Watch and ward of village .. No No No .. En-:oachment No .. t1 

and crops measures ..., 
Ul 

against c.a 
1.;11 

decoity & 
~ buzglary. 

20. Construction & maintenance .. .. No .. 
·of houses for the conservancy 
•taft · 

21, Making of provisions for IncludlnJ pro- Yes Yes Yes Yes .. .. Yes 
·carrying out work likely to hibition, removal including pro-
promote social a.nd·economic of unt~uchabi- hibltion, remo-
welfare of the inhabitants lity, eradication val of untouch· 

of corruption, ability, eradi-
to discourage cation of corrnp-
litigation, to tion, discourage 
encourage litigation, en-
arbitration courage arb!-

tratioo. 
22. Control of fairs & festivals No Yes Yes No No No . 

also agricultural 
.. 

and industrial shows. 



-------
Names of functions Bombay Madras Madhya Pradesh Bihar Orissa. Assam W. Bengal Punjab U.P. 

23. Opening and maintaining of No Yes Yea No No No No No No 
public landing places, cart 
stands, public cattle shed 

24· Extentions and village sites / ,. Yes .. Yes Yes 
also new Bldgs. 
also institutions. 

25. Rt>gistration of births and NG •• .. Yea No 
deaths. I 

26. Opening and maintenanc~ of ,, Yes aec. 37 .. Yes .. Yes .. 
elementary schools Primary also Pri. School 

School Adult Eden. 

27. Establishment and maintenan- .. No No Maintaining Yes ,,. 1!: ce of dispensaries, giving any Ayur- same as Orissa ;! subsidy to medical practi- vedic Unanl C1 
tioners. Homeopathic H 

'p hospital or ~ 
~ .. 
~ dispensuy 0 ...:r 2!1. Maternity and child wei- Yes Yes Yes Ye1 •' 

"!! 
fare. t:l 
Veterinary No No No No No 

... 29. liD 

30. Administration of forests Yes · to .. " " " .. ~ 
Haintenance z 

JI. Management & superinten- No ~ 

" .. .. " dence of Endowments and 
Inams 

' J2. Provision and maintenance No Yes " .. " .. .. " of encamping grounds 
Yes also 33· Promotion of agricultural .. " 

Yes Yea Yes ,, .. 
credit and relief of rural indeb- development 
ted ness of Co-op. & .. estmnt. of seed 

& implement 
Stores. 

34· Establishment & maintenance .. .. No .. No 
of works & provision of em- s~e column 4 .. 
plovment in times of 
scarcity 

35· Regulating or abating of Yes Yes No 
offensive and dangerous 
trades and practices. 



-----'· ~ :ne of functions Bombay Madras Madhya Pradesh · Bihar Orissa Assam W, Bengal Punjab U.P. 

36. Reclaiming of unhealthy No No Yes Yes Yes also No No No Yes 
localities planning Village' 

31· Rendering assistance Vidya .. .. .. No No .. .. No 
Mandir 

38, Control public Ferries .. .. Yes Yes .. .. .. 
39· Management of communal .. No No Yes .. 

laad 
.fO. Reporting to the authorities 

village complaints not re-
.. .. No ' .. .. .. 

movable by G P. 
see col. .fl. Statistics of unemployment .. 34 .. Yes Yes .. .. 

.f2. Construction and mainte- .. Yes .. No .. .. 
nance of roads outsid"' village I( 
of P. Drains inside village & ... 
disposal of 2: 

Yes Yes ct 
43- Opening, maintaining, regula- .. Yes Yes 1-:1 

ting of burning Ghat and See col. 16 only skimming of 1:>1 
CD 

~ burial grounds and g!tting carcasses 0 
~ upart places for skimming I:Q 
00 aud cutting up caraca~ses tj 

44· Eucont"ag<,m••nt of human Yes Yes Yes Yes preventive No No ... .. en 
and animal vaccination curative & en 

1:>1 measures 2: 
<45· Regulating the keeping of •• No No No No .. .. 1-:1 

pigs withiu the limits of the 
village site 

.o~6. Vghtiug of Village stieets .. .. Yes No Yes •• .. 
-17· Making complaints under 

" No Yes ,. .. 
child marriage Res. Act, 1929 Legal & per-

suasive mea-
sures to res-
train child 

of wells and 
marriage 

"'8. Construction .. .. .. No Yes to supply Yes also .. .. 
Ponds and tanks. water to public for water 

for bathing drin- supply 

Allotment of place, for 
king & washing 

.f9- .. .. .. .. Yes cow dung No .. Yes 
storage of manure - oil cakes regulating 

& collecting · 
manure 



so. 

ji. 

,.5!. 

.53· 

55-
so. 

57· 
j8. 

.'59· 

.6o. 

61. 

Name of functions Bombay 

Performances of such func- No 
tions as transferred to it under 
cattle Trespass Act 1871 

Establishment of goshalaa 
& dairy farms on co-opera· 
tive lines 
Marketing of agriculture produce , , 
To act as agents of District 
Board for performance of 
such functions as 11re beyond 
the powers of Gram Sabha 

To organise a Body of Grama 
Sevakus for social service in 
(I) Extinguishing fire, pro-
tecting property at the time 
of disposal of dead bodies 
Sanitation & conservancy 
General census 

Cleansing of Streets 
Control of grazin't grounds, 
village commons and property 
Regulating the production 
& disposal of foods stuffs & 
other commodities 
OpPning & tegnlating co-

. onerativt' stores, •ale & pur
chases Dept. Trading or
:gani:~ation. 
·Maintaining a village volun
teer force 

Supply of information to 
Government 
Prohibition and controlling 
of fragmentation 

Madras Madhya Pradesh Bihar 

No No No 

Yes 

Orissa 

Yes 
control of 
cattle 

No 

Assam W. Bt>ngal 

Yes No 

Yes 
Y~s such 

functions of the 
D. B. as are for 
the benefitof the 
persons of V. P. .. 

No 
'p .. 

... 

.. 
.. 

.. 

No 

No 

No 

,. Yes 
No population, cattle 

spinning wheels 
weaving machinery 
unemployed persons 

Yes No 

I .. 

Yes 
No 

Punjab U. P. 

No No 

.. 
Yes 

to make repre· 
sentation to D. 
B. for such 
functions 

No 

.. 

. . 
Yes 

for assisting 
G.P. & Panch 
adalat. 

No 



X=Levied. 

Namea of Taxes. Eombay. 

I, Land & Building X 
Tax. lee column 8 below 

2, Vehicle Tar, 
3· Professio!Jal Tax 

.f. Licence Fee&, 

S· Mannual Labour 
Tax or Wage in 
lieu thereof. 

6, Health. 

7• Non-Descrit-tion, 

8. Duty on Trans
fer of immova. 
ble property, 

, .. 

••• 
Any one of the 
8 optional Taxes 

leviable (see Option• 
al TaxPs Chart of. 

Bombay.) 

FINANCIAL OHABT-A. 

Compulsory Taxes and Fees 

levied by Village Pancha.yats of different States. 

.Madras. M. Pradesh • 

X X 

X 

(Non-agricultu• 
ral.) 

X X 
on Ind1-

1'1duals and 
Companies • 

X 

X 
For Buyers, 

BroKers, Com· 
mis~ion Agents. 

Weighers & 
Measurers. 

Bihar. 

X 

Orissa. 

On Pro
perty and 

circumstan
ce!!,· 

' 
AISOm. W. Bengal. 

X Not exceed
ing Rs. 84/· 
(on Property 

& chcumstai&C· 
ea). 

Pan jab. 

X New 
Dill, 

U. P. 



X=- Levied 

Name of TalCes. 

-~-. -Pilg"rim 
Tax 

2. Tax on 
Fairs and 
Festivals. 

3· Entertain
ment. 

-f. Tax on 
marriage, 
adoption 
& feasts . 

llombay. 

X 

X 

X 

X 

X .5· Tax on 
sale of 

-goods 
(14) on arPa 

occupied 
(b) on quan

tity of gooda 
exposed 

6. O::trol. 
7 Tax on 

shops & 
hotels • 

. s. Tax on 
profession. 

•9. Tux ou 
premisesl 
where ma
chinery is 
run by 
steam oil, 
electric 
power, f'X• 

Ct'pt do
mestic & 
agricultural 
purposea. 

for sale. 
X 
X 

X 

FINANCIAL CHART-B 
O,;>tional Taxes and Fees 

levied by Village Pancha.ya.ts of different States. 
--------

Madras. Madhya 
Prades'l. 

Bil1ar. 

X 

X on Fairs only. 

., 

X other than 
agrlcultaraL 

Orissa. Assam. 

:X 

W. Bengal Punjab 

:X: on Fairs 
only Maxi

mum 
R.s. Bf-

~ .. 

U.P. 

••• 

·~·1. 

.... 



Names.of Tax s. Bombay, Madras. M. Pradesh. Bihar. Orissa, Assam. W. Bengal Punjab· U.P, 

IO. Toll a. X Provided X X X ... 
undt:r Rult~s. On (I) Vehicles. 

(2) Pack animals 
(3l Porters brin-

JI, J.fceLce 
ging for sale 

X X For licence ·~~· 
{I) X -Feu. for private For licence for For licence for tor danger-

market11 & (I) Buyrrs. (I) Buyers ous & often• 
stands. (2) Brokers (2) lhokers sive trade. 

(2) Dangerous (3) Commis- (3) Commis-
& uffensive sion agents slon agents 

~ tra<ies. (4) Weighers&: (41 Weighers 
(3) Commission measurers. & measurers. Cl Rgents & t;1 

~ brokers. 
!XI ~ (4) Doing cer-
0 ~ tain works ... 

and acts. t:1 12. Halalkhore X X X ... ... 
to Fee ... to 

13• Drainage X X :X: to:i ... 
~ Fefs. 

14· Vehicle X X X X Ft:PS. 
15. WHter , .. X ·X X For boats ... ••• Rate. cycles and 

I6. carts. Light X For X X Rate. (1) Buildings 
(2) Places 

X (J) Streets. 
17. Animal For animals for X for X X Tax. (a) Sale or (a) animals For cattle 

(b) sold. used for only 
(I} Riding 
12). Dtaught 
(J) D11Tden & 
{4) Pi s & dogs 



Name of Taxes. Bombay. Madras. J'.I. Pradesh. Bihar. Orisss. Assam. W. Bengal Punjab U.P. 

18. Education. X 
19. H .. alth. X 
20. Dharma- X X X 

shala Fees 
21. Slaughter X X 

H">uses. 
22. Registra- X X X 

tion of 
Animals 
Fees. 

~3· Hawkers X X 
& vendors 
Fees. ~ 

Z{· J,andCess. 3 pies in a § rupeA on rental 
valued "11 'p In 

~ occupied places en 
~ not near any 0 
w building. 

..., 
-~ ... X ... 
ID 
fA 

25 Land& TAx on Rent Payable tinder 1;111 

Bldg. Tax. U P. 'Tenancy Act 1939. ~-
Tax on Land rece1ved 
under U. P Tenancy Act 
1939 Tax on U P. Land 
Revenue Act, 1901, not 
more than onP anna per 
Re. Tax on building is to 
be paid by per,.ons who do 
not pay the above tax and 
Tax on Profession (See 
Col. 19). 

z6. Tax Oil X 
agricultu-
ral land 

·for spl'('i·. 
fie pur-
pose. 



Name of Tax~s. Bombay. Madra.s. M. Pradesh. Bihar. Orissa. ASIIam. W, Bengal Punjab U.P. 

21· Fee on X 
· 'Commer- Sec. I I 

cial Crops of Madras Com-
bought merclal Crops 
and sold. Market Act, 

:z8. Flrewoocl. 
I9JC).) 

X 

z C). Miscella- X 
neous Fees (Fee for land- X 

ing an<l halting Non-Judi· 
places.) cia\ fees; 

(b) Tempo-
1!: rary occupation ... of Village sites, ~ 

roads or similar a - place&. 1:11 
~ JO. Any tax X X X X X X X r:.o 
~ levlablf' by Hearths, 0 
~ Provincial Animals & '>a 

Govern- Profeaelon 0 ... 
ment in Tax. U1 

U1 the Pro- ~ 
vioce undPr ~ 

the Constl- 1-i 

tution of 
India ap-
proved by 
District 
Board and 
sanctionPd 
by Provin-
cia! Gov-
ernmt>nt. 

]I. Special (New Bill) 
tax on 
ad,Jits for 
works & 
public 
utility. 

]Z. Labour Tax. X X X 



X=Reoeivable 

FINANCIAL CIIART-0 
Sources of income other than Taxes and lees 

Vill~ge Pa.ncbaya.ts of different Sta.tes 
Nnmes of 11ourc•·"· Bombay Madras M. J'rad .. sh Bibar Ori:isa Assuilt--W~ -B~IP~-h-- U. P.--

--=-~-. -;H.,-' a-;(-,-p-r-o-Ct-·e-·d-:-8-07f ___ X""'':---..:..------ -X:------------- ----..:....:. ..... ,-•. ..:_----;!Ju.~t. Dfrr,----- Uu:H ul Vlrt 

Dust, Dung, Rub- Dung and Rduse & 
blsh, Sewage etc. Refuse Dead bodies 

2. Income from Pro
perty 

From pro- (1) From Endowment~ Position of • I nco m e 
perty In . & Trusts und ·r manage• V iII age from Mar· 
V.P. ment of v. P (2) Fish· Gran a r y ket fees. 

erres ( J) Ferr;es (4) specified by 
Parambokt~s (5) Trees G.P. 
standing on param· 
bokes (6) Lease of 
Govt. Property (7) 
Market fees (81 From 
Institutions and aei-
vices maintained & 
financed by V.P. .. 

J· Sums ordered to be X 
crcditt'd bv C -urt 

4· Local Fund· Cel's 1/4 of Local t/4 of land cess levied Cess at the 
t"e..s r•·ali-1- in a Village otnder rate of six 
ed (m pre- s•·ctlon 78 of Madras pies per Re. 
vious year.) lJistrict Boards Ac~,192o 

.S· Assignments of Pro- ... . ( •) Pilgrim tax und .. r Part of the 
vincial Revenue. Madras D. Bs. Act 1920 Cess on 

(Except when it Is a Land reve
d•strict festival\ (2) nue or 
p .. ym .. nt by Market Rents of 
Committee undAr sec. agricultural 
xo uf Madras Comm .. r- land. 
cial Crops Market Act 
(93) (3) Taxes at Tolls 
under bee. 117 & 118 

'of Madras Public 
Health Act. (4) Sein
or11ge fee::; for qualry
fng for Road materials. 

... (51 9/•o of Gross In· 
come from Fines lm· 
poaud by Govt. 

X X 

X 

( r) Such snms (') Such Sl.lm 
as may be as ytay be 
assigned by .assigned by 
speci~l or Govt. (z) At-
general order lotmeut by 
of the Govt. Dy. Commi
(2) I/3 of ssloner from 
Local Cess,. Sub Div. Ru· 
Land Cess & ral Deveiop-
additlonal ment Fund 
cess levied un• 
der (a) Bihar 
& Orissa Local 
Self-Govt Act 
1885 (b) Madra!! 
Local Board Act 
19• o. (c) Sambal-
pur Local Self· _ 
Govt. 1939· 

of nimllls. 

X 

11) Rent 
proceeds 
(Jf Nazul 
Property 
assign .. d 
by order 
of Go
v~rnment. 
(2) Sums 
a,sign .. d 
by sp .. cla• 
or gen
•r"l or
der of 
Govern• 
tuent. 



Names of sources Bombay Madras Madhya Prade~h Bihar Orissa Assam W. Bengal 'Punjab U.P. 

------- ~-----

6 Other Contribu· X X Rent Pro- X X tions and grants ceeds of Govt. by Govt. Property as 
fixed. 

X 7· Contributi"n by X I I) In respect of Mar· X X X X I.ocal Bodies. kets classified as Dis-
trict Markets. (2) Fer-
ries under management 
of Board. (3) · For 
opening and maintaining 

8. Gifts ancl 
elemE>ntary schooh 

X contri- X X Contribution from X X X X 
~-butions othPr than persons having control .... mentiont•d in col· over places of pilgrim ~ umns 4, 5 & 6 age if Governmet~t so 
1-i· decides. tr:i !A. til 

~ 
0 (j) 

Cullrction charges. For col-
'liJ g. 

Charges re· tj 
ceiv~d from lecting r.o Govt. or Taxes for en 
other autho· Govt.and lU' 
rity for . rent for ~ 
collectin~ private 
Revenues, parties. 
Taxes etc. Io. Judicial Fees X X X X X X II. Penalties, Fine~ etc. X X X X X X X Including 

those re-
ceived 

for com. 
pounding 
offences. 



Names of sources. Bombay 

I 2, Proceeds from irri
gation works in 
charge of Village X 
Panchayats. 

13. Communal proper
ties in Village Pan
chayats. 

14. Assignment of lanJ 15% 
Revenue & Grants Land 
of proceeds from Revenue. 
Land Revenue. 

15. Non
Description. 

Madras 

X 

X 

hi% of Land Revenue 
distributed as grants 
on population basis 

M. Pradesh 

(1) Net Assessment of (1) Income 
services. from . 

(2) Unclaimed depo· 
sits and forfeitures. 

Markets., 
control 
of which 
(a) vests in 

or 
(b) comes 
toV.P. 

(2) Sources 
to be de
termined 
by Go

vernment 

Bihar Orissa Assam W. Bengal Punjab U.P. 



MINUtES OF DISSE~· 

Broadly described, the burden of effort in this chapter of the main report 
ha.R been to modify· somewhere, intensify elsewhere and in the end to glorify 
"auditocra.cy" with a view to instal it side by side with vitalised bureaucracy. 
This is typical of all the conclusions set forwa.\·d in ·this chapter and particularly 
glaring in the case of the rtJcommenda.tion that· "the Examiner, Local Fund 
Accounts, should regard Limstllf not only as &n auditor but also a. financial 
adviser of local bod~e~." The main report, in effect, makes the auditor an all
pervading authority. Accordir.g to me the achievement of such an ideal is_ not 
only chimerical but impracticable because an auditor is not an adminil:ltrator 
but an accountant. By his very training and equipment an accountant is the 
least qualified to advise in admini:!tra.tive matters. The officers of the Accounts 
and· Audit Department can only judge figures but nob facts. Whether in tha 
particular given circumstances, a lucal body official or member could have 
acted otheswise than he did can only be judged by an a.dminiatrator. The 
attitude taken up by Audit is somewhat like this: ''A local bDdy or a. C.:>m· 
mittee or a non-Government Officer has acted in a. particular manner. If. 
the party had acted in a. different manner, the local body would. have benefited 
by Rs. . ·. • • and therefore the party has not acted with due ca.re and 
caution and should be made to make good the amount by which the body 
would have b:mefitted." The different manner which the auditors takes as his 

, model is either the one which was a.dJpted by some other local body some· 
where or \Vhich the auditor himself has conceived to be the ideal manner. 
Not being familiar with the actual probleo:~s of administration, tho auditors are 
unable to view matters in the proper parspctive. In my scepticism of the 
ability of auditors to function as advisors to local self-governing bodies I find that 
I am not alone. For in«tance Dr. W. A. Robson in his book "The D<~velopment 
of Local Governmer1t" doubts the competence of audit to' guide in administrative 
ma.tters with the folhwing scathing remarks: • · 

''The district auditor has been placed in a. position of grea.t power in regard 
to the expenditure of local authorities. His function far exceeds the ta~k of 
ensuring honest administration and of preventing corruption or the improper 
application of r•ublic •funds by elected councillors or officials. He has to dis· 
allow and surcharge any oxpendit'Ure on objects which are ultra vires or of a.n 
unauthorised character. But more important than this is his duty to declare illegal 
such-expenditure as he regards as unlawful on toe ground that 'it is exorbi
tant or unreasonable in amount. In determining wba.t is lawful or unlawful 
under this last head the dh•trict auditor has to decide what is rea.sonable and 
in deciding what is reasonable he must roly in the last resort on what be 
considers necessary or de~>ira.ble.'' · 

''The power which the law now places in the hands of the auditors is so ex
tensive that it may well be asked whether they a.re fitted by training or position 
to exercise it in a. satisfactory manner ; and in particular why their 'reason' 
should be entitled to take precedence over the ~'reason'' possessed by the councillor 
and the electorate''. . 

"Another 'ground on which I believe the present arrangement to be unsa..tis· 
fa.ctoty is that the district auditors are officials who hava not had any ex· 
perience of local government from the point of view of pra.ctical experience. 
Their outlook appears to b:l excessively narrow and lacking in vision. The type 
of man who regards it as improper for a great local education authority like 
the London County Council to provide necessitous school children with fruit, cod
liver oil and malt extract under the Education (Provision of Meals) Act, does 
not possess the mental equipment likely to produce the most satisfactory me-
thod of audit." · 

' . 
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This eminent writer accordi~gly sums up his conclus'ions as under:-- . 
"A state of affairs has now been reached when it may b~;~ said witha.ut ex· 

aggera.tion that the district audit system constitutes not only a. serious menace 
to the freedom of the loca.l electora.te and to the, authority of the democrati· 
cally elected local c0uncil but also a. ds.nger to- the fundamental conception of 
ministeria.l responsibility on which our method of Parliamentary Government is 
supposed to depend.'' 

"The auditor's duty is to examine,_ correct and pass such accounts B:S are 
brought before him and that is all. He bas no jurisdiction· to pass judgment 
on the diligence or_ wisdom of an employee of the council any more tha.n be 
bas to pass judgment on his sobriety.'' The employee is respon&ible for such 
things to his employers alone" (The la.w relating to Local Govt. Audit). 

With such disparaging evidence before us I feel justified in voicing my appre· 
hensions regarding the ability of audit to undertake the proposed new role of 
tina.ncial advisors to local bodies and I record them here what they are worth. 

Yet another matter on which I feel constrained· to record a cla~ification · 
ia the erroneous impression likely to be created by the following observation: -

"The Bombay Corporation is perhaps the only local body which 
makes its own arrangement for the audit of its· accounts and has 
its own auditor. In all other cGoses the appointment of the audi- 1 

tors is made by the State Gover.nment". (vide para. 787 of the 
·Report). • • 

While it is true that the City of Bombay Municipal Act, 1888, does not 
include -any provision for the audit of its accounts by the Examiner Local 
Fund Accounts it does ,:not necessarily follow that the system of audit by · 
the Corporation's auditor is by an.f standards defective or less effective than , 
that resulting from audit through the _ Examiner's agency. At any rate no 
such evidence was brought before us at. any stage. The person appointed to 
the office of the Corporation's chief auditor is required to possess the nece· 
ssary recognised qua.lifications and his integrity and independence having never 
been called into question ever since the Act came into force in 1888, the, 
quality of his audit may be presumed to be ·at least as gtJod as that of the ' 
Examiner's department. To my mind the tenor of the observation overlooks 
the provisions of &eo. 54 of the Act which 'provides that the Municipal Coni· 
missioner, who is the principal executive of the Corporation and ''whose powers" 
as l&te Shri Vithalbhai Patel once put it ''are greater than. those of the Standing 
Committee and the Corporation put togetqer", is appointed by thJ Provincial 
Government. With such basic safeguard' provided, I doubt whether the inter· 
position of further audit through the Examiner is likely to produce any 
good except perhaps to work as "the fifth wheel to the chariot of Juggernath". 

On the subject of "surcharge'' the main report embodies the following 
observations: -

"In this country, the power to surcharge does not exist uniformly in 
relation to all local be dies. For instance in the City of Bombay Municiral Act 
and also in the Bomby Provincial Corporations Act there is no power of 
surcharge and the Municipal auditor who is B.r·pointed by the Corporation is 
not expected to question any order passed on his report by . the Corporation, 
which is the final disposing authority ......... '\\"e are of the opinion that the · 
provision for surcharge is a healthy one and should exist in relation to all 
local bodies.'' 

· I must demur !rom the above view as, in my opinion, the power of the so
ea.lled 'suroharge' is a da.ngerous weapon in the hands of individuals which in 
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its actual working only tends to damp the en~husiasm of laymen to serve the 
community. The doctrine of "ultra-vires'' on which the system of surcharge 
is worked ''confronts the local authority at every turn" and acts as a. great 
ha.ndica.p on the iuitia.tive of local self-government. It would be different if our 
local bodies, .like the local auLhorlties in the Continental countries where "they 
are a.uthorised by the general laws t:') ra.ise revenues by taxation, yet these 
laws do not enumera.te all the tP- _, .. t their command. Certain traditional ta.xes 
are named and these may be revied or not at will in the future as in the 
pa.st, yet if they prove insufficient· the right is given to introduce or invent 
others for it is one of the fundamental principles of German local g')vernment 
tha.t communes shall be able within limits to chose such taxes as they like. So, 
too, the authority has to administer the towns' property, but no limit what· 
ever is set to the kind or amount of property which it may acquire and 
hold". ''In a word, where in this country the powers and duties of local au tho· 
rities are set fortb•in statutes of the realm, and local Acts having the same force, 
which may be neither enlarged nor diminished, every German commune is its 
own la.w draughtsman ·and, within certain limits its own legislature". 

Auditors are neither lawyers nor economists so their orders regarding so· 
called surcharges are more of a mechanical type and uniformly of mathema.tical 
value. This is · eloquently illustrated by the subjoined extract from the same 
source. It affords an eloquent illustration of the ~endency of audit to interprets 
too rigidly and without imagination, 

''Occasionally a. town resists Government attempts to thwa.rt its 
will and wins. No long ago an interesting dispute between the 
Municipality of Nuremberg and the Ba.varia.n Government bad this re
sult. An extension of cementry_accommodation being necessary, the town 
council proposed to make provision in the new burial ground for 
a crematorium. Prejudice againt cremation at that time wa.s no· 
where so violent as in Bavaria a.nd the Government on bearing of the 
proposa.l warned the executive beforehand that the expenditure of 
J?Ublic money on· such ~~on object would not bo a.llowed. The project 
seemed doomed until it occurred to the municipal executive to a.sk 
the Government to produce any law forbidding a project of the kind or 
expenditure upon it in the next budget or conversely requiring the 
Government's consent in the ma.tt~r. The Government was unable 
and the town set a.side the necessary sum for building. This item 
the District Committee in the exercise of its supervisory functions. 
disallowed. Whereupon the executive appealed to the courts against 
its action as an infraction of the right of self-government and 
won its case. The same disa.Ilowance by the District Committee was 
repeated when the town council: in its budget provided the sum 
needed for working the crematorium. Appea.l again followed with 
the same success. The Government thereupon acknowledged itseU 
beaten a.nd when the crematorium was completed duly issued regu· 
lations for its use", 
(Municipal life ~~ond Government in Germany-W.H. Da.wson) 

Nearer home, we had an exhibition of this unimagina.tive interference in 
Ahmedabad, some years ago. I canno\1 do better tha.n describe in the words of the 
then President of Ahmedabad Municipality, Shri Balwa.ntra.y Pra.modrai Tha.kor. 

''One of the teachers in the Ahmed a. bad Municipal Ka.lupur School 
No. 4, suddenly died of heart failure on his cha.ir. The Head· 
master of the School informed the Administrative office about this 
tragic accident by means of a phone. The Administrative Officer 
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immediately ran up to the School. He called a doctor and ascertained 
that the teacher was really dead. He then reported the matter to the 
Police authorities, who after necessary investigation permitted tl:e 
dead body to be removed from the school to the house of the deceas· 
ed at about 6.30 p.m. The dead body of the deceased teacher was re• 
moved from . the schorJl building to his house in a motor bus. This 
removal cost Rs. 3/14/· which the auditor asked the School Board 
to recover from the relatives of the deceased teacher; failing that the 
Administrative Officer is asked to pay the amount from his own pocket. 
h is not my intention to blame the Government auditor for this 
audit. He mv-st be strictly obeying the instructions given in the 
School Board Account Code or the rules and regulations governing 
the audit of accounts, which must haver have contemplated such · 
a tragic accident. But I do venture to remark here whetheJ~ our 
rules and regulations should be so rigidly machine-like and entirely 
devoid of human elements. · Is it not the duty of the employer to 
decently send to his house the dead body of an employee who died'under 
such tragic circumstances while actually discharging his duties ?'' 

As President of the same Municipality, Shri. G.V. Mavlankar, the present 
Speaker of our Parliament, referred to the attitude then taken up by audit in 
the above matter, thus:- ' 

''It is also unfortunate that the outlook of the auditing authorities is 
limited and narrow. The higher civics of the country in which the 
civics of a. local body ought to be merged have no place in their 
cold calculations of rupees, annas and pies under the accountancy 
rules and regulations. The instance of an audit objection to the pay 
ment of rupees three anil odd to carry the dead body of the 
unfortunate school teacher who died of heart failure while teaching in 
ths class is probably fresh in the public mind. By its very nature and 
constitution, the audit department are unable to visualise that a local · 

·body is merely a unit in the entire scheme of a self-governing nation 
and they are more prone to stick to the letter of the rules and 
not its spirit or object. This leads naturally to a conflict of view· 
points and detracts substantially from their opinions when express· 
ed on matters effecting wider national interests which local bodies ought 
to foster as self-governing units in the civic affairs of the country". · 

In the case R. vs. Roberts (1908) Lord Justice Fletcher Moulton has pointed 
out the dire results of a system seeking to centralise all powers in the a.udit 
in the followin~ terms: 

''The true mode of securing good management of municipal aff~irs is to in· · 
duce the best men to take part in them and to give their services to the 
community in this way. The task is at be:>t unremup.erative and often thank· 
less;· but if those who accept it are to be liable to have their conduct pronouncct 
upon and their character and property injured by decisions not of any courl 
of law of the country, to which of course they are amenable, but of a specia. 
tribuLal consisting of an official chosen by a. Governme,Jt department without 
any powers or qualifications for holding a judicial enquiry and discha!·gilng those 
functions without any of those· securities wbich protect an individua before 
our courts and if the jurisdiction of that individual is not limited to requiring 
an accouot of municipal money for which the accu~ed has made hims lf res· 
ponsible but extends to calling him to account for the rea>ons and motives 
of all his actions, no self-respecting man will take part in ~unici{>al affa.ifs", 
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Another noYel r~oomonda.tion made in this chapter of ~he main report of our 
committee is that regarding the introduction of 'internal audit' as envisaged 
in the sub-joined extracts. 

"In a. few city municipalities there is concurrent audit i.e. no payment is ma.de 
until it is passed by the auditor. 

There is no arr~~oogement except in the bigger municipalities for inter· 
nal audit. 

There must in the major municipalities be an internal audit staff paid for by 
the local body. 

"It is imposf:!i~le that in some of the smaller local bodies there msy not be 
enough work for a whole.time internal auditor. In such ca.ses the arra.nge
ment might be made for a.n entire district. The only difference will be that whereas 

·in the case of internal auditors employed for a single local body, all tra.nsa.ctions will 
be preaudited, in the case of others, when such arrangements are pooled for the 
entire district, only payments and receipts at headquarters will be preaudited 
a.nd the transactions of all. other local ·bodies within the unit (not at headquarters) 
will have to be postaudited in very much the same manner as payments made by 
the district treasures at places other than Provincial headquarters are audited in 
the office of the Accountant General". 

"Copies of all orders passed on points of dispute between the internal auditor 
and the accounting st!l.ff of the local body should invariably be sent to the Exa· 
miner Local Fund Accounts. -

"Each local body within the pool may be required to pay for the cost of the 
internal audit staff in proportion to the size of its fina.ncial tra.nsactions. 

"Administrative control over the district internal audit staff should vest 
with the Examiner Local Fund Accounts. 

"The position of local b<ilies in this matter would· be &na.logous to that of 
the State Governments in regard to Divisional Accountants serving in the offices 
of the Executive Engineers in the State P. W. D. Divisions.! Accountants conduct 
internal audit but they are under the administrative control of the Accouuta.nt 
General who is a. Central Government Officer". 

I have been at, pains to reproduc~ in extenso the relevant features of the 
scheme because the recommendation embodied in them seeks to super-impose on 
local bodies replica of costly State machinery without conferring any tangible benefit, 
In the chapter on "Budgets" we have recommended "that where Government 
ronsiders it essential to control a service, it should pay for it and not ask for a.ny 
contributionfrom the local body. Administrative control and responsibility for 
payment should go band in hand" (paragraph 841). ''In other respects however 
we would give the local bodies a free band in regard to their establishments". 
(Pa.ragra.vh 844). In contradistinction to the stand taken up in the above recom· 
mendation my colleagues had no hesitation in proposing that "each local body 
within the pool may be requi'red to pay for the cost of internal audit staff in pro
portion to the size~of its financial transactions," and that the administrative con· 
trol over the district internal audit staff should vest with the Examiner Local 
Fund Accounts. Not only that but in our anxi"lty to test the workability of our 
discovery of internal audit, we have onnrely lost sight of the ''chronic want of 
fund~ at the disposal local bodies" to :which we have feelingly re!erred to in para
graph 99 of the main report. The crux of ths prJblem however is whether in 
their present state of finances the local b'ldie3 ca.n afford this extra luxury recom· 
mended in the main report ? or can they affurd to do so at any forseaa, ble fut14re ? 
If not this innovation cannot merit any serious consideration, 
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The proposed new svstem would· moreover be cumbrous and costly, 1 It is 
further harmful inasmuch as it is· likely to facilitate evasion, red·tapisin and 
result in enormous delay ln the making up of ·the final accounts, the compilation 
of which even under the existing arrangement is flo celayed as to render them 
useless. To my mind the very suggestion rega.rcil'g the trammir.~i0n of vouchers 
to the district headquarters is replete with the rhk of lollR of vouchers themselves 
a.nd the consequent oonfur.ion. It is imperative that . vouchers should never leave 
the office of the local body. In my opinion the reocmmendation savflurs of UD• 

nece~sary sm,picion cf local bodies ·and their office-bearers. I am in this connec• 
tion forcibly reminded of Lord Justice Lopes' observation in the Kingstory Colton 
Mill & Co. case •' An auditor is not bnund to be a. detective or to approach his 
work with suspicion or with the foregone conclusion that there is something wrong.· 
He is a. watchdog but not a. bloodhound". (Audit of Local Authorities including 
Financial Control-Bedford) 

Concluding Remarks Besides the points dwelt ~tl in this note, there a.re 
quite a. numb9r of others on which I differ. from t.he main· report. I am sorry that 
the copies of main report and staUstica.l information were made available at such a 
late date that I am unable to deal with a.ll of them during the time kindly allotted to 
me for submitting this note. For a.llowing me some extension of time I am deeply 
grateful to the Ministry of Health. Without the Ministry's intervention at two 
stages-once in ordering out supply to members of copies of evidence and then in 
r.ranting time for submitting this dissenting note, I do not. know what would have 
been the fate of our report. The main report could not have been what it is and 
no note of dissent could have been written. 

Chunila.I D. Barfivala, 
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During the discussion stage of our Committee, myself and Mr. C. D. Barfi. 
vala were in completJ a!!re e- t n most_ of the issues involved. Thereafter, we 
held prolonged discussions bet'\'t'een us and arrived at definite conclusions. Mr. 
Barfivala.'s note of dissent which I have carefully read correctly repre3ents my 
views. I have therefore contented myself with expressing my full concurrence 
with what is stated in Mr. Barfivala.'s note. 

Without wishing to cast the slightest reflection on other esteemed members 
of the Committee, I feel that it is my duty to add, that the main report owes much 
to Mr. Barfiva.la's ~reat ability, extensive study and long and varied experience, 

. and above all to his reasoned advocacy of the cause of Local SeiC..Uovernment. 
The Ministry of Health did extremely well in anpointing him on the Committee 
and loca.l bodies will always feel grate£ul to the Ministry for his appointment. 

P. B. Gale 
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~ 

LOCAL SELF-GOVERNMEN:T AND ITS FUNCTIONS 

It is no denying the fact that · it is the Local Self-Government which pro· 
. vides the true substratum for the effective functioning of any true democracy in 
the· world. Even the USA and the UK have built themselves upon the ·massive 
piiJars of their Local Sell-Governments. · 

The history of local self-government in India can be attributed to three main 
periods. The first period can be taken to have ended in !882-the year in which 
Lord Ripon issued his well-known-Resolution. The beginning of the period is not 
known because it was not marked by any distinctive features. · There were only a 
handful of local bodies in existence then and they too were·. not selh~averniog eve~: 
in therestrioted sense of it. Lord Ripon's Resolution of i882 is the beginning of. 
the second period and a real landmark in the annals of the' local self-government 
in India. because it laid the foundation of the system as it exists today. It .was 

. nearly after forty years that the next step was taken and that was due to the 
advent of the new ideal of responsible self-government as the goal of British Rule 

· in India.. · It was during this period that the people became familiar with the. · 
essentials of the self-government in local affairs. But the progress was halting 
because of the difficulties inherent in the conditions which the bureaucratic system 
had created, 

The Reforms of 1919 mark the commencement of the third pel'iod of- local 
sell-govern'l!ent. They empowered the Provinces to accelerate the pace of pro~ess 
and created they necessity for making looal self-government not the starting point 
but the basic fact of national freedom. · · · · · · 

· The entire outlook of local bodies has ·to be changed or rather revolutionized, 
under the new set-bp. Finances are a headach to all Governments today, yet I 
feel we cannot afford to wait until our finances take a favourable· turn, a sort of 

. planning for distribution of funds between State and Union Governments, viEI-Ho" 
_ vis Local Bodies is an immediate problem. 

COMMENJ'S ON RECOMMENDATIONS 
CHAPTER II 

I. "Whether the transfer of functions from local bodies to State Govern· 
menta is a retrograde _step and should be avoided ? 

The transler of· functions from !oc&.l b'ldies to State Governments is not only 
a retrograde step but. anachronistic too. The above could have any justification 
in the pre-independence era- according to the 1935 Act, when the Central Govern· 
ment wanted to spread. its tentacles in every sector of life and amass wealth to 
carry it across the seas in order to replenish their Imperial Treasuries. But not 
now, when India bas attained her full political freedom and ha.s no alien pressure 
whatsoever to put a spoke in the wheel of her progress. Even the Father or our 
Nation, Mahatma. Gandhi, was entirely in favour of the decentralization of power. 
Moreover, it is the Local Self-Government alone which is directly responsible' for 
the welfare services of the p~ple whereas the Central a.nd the Sta.te Governments 
are only indirectly responsible to them, • 

It is often trotted out tha.t the local bodies are the chronic sufferers of financial 
bankruptcy. True I but why should they be disarmed of their inherent powers of 
t~xation, rather the ()entre as well as the States must augment the former's t~xa.· 
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tion capacity 'de facto' and 'de jure'. For, it is the ta~ation power which provides 
'Open Sesame' for the local bodies to make up their financial leeway. Only, they 
must kno'r how to exploit their sources of income. • 

To dwell upon mal-administration and the mal-practices, as often reported 
in the Press, rampant in the Local Self-Governments, at this stage would amount 
to drawing a. red-herring across the track. Suflice it to say, that not only the 
local b:Xlies should be armed with adequate taxation powers but that should be 
treated as instruments of national welfare policy any must give latitude to develop 
themselves as self-governing units with ~aximum autonomy. 

CHAPTER IV -paragraph 161 
I agre'3 with the majority views stated therein. .With regard to opinion 

expressed by two of my colleagues that the State Government should not have 
such power and in ~he event of local body disregarding the advice of State Govern
ment, the local body should };le· dissolved and newly elected body should be formed. 
I am sorry, I do nGt agree with my. two colleague3. The imposition of taxation is 
an essential factor and if the local bodies fail to do so, the Government would be 
justified in levying it, The question of supersession does not arise. While two of 

·my colleagues have pointed out the question of supersession, I want to express my 
opinion on different grounds, on this supersession matter. _ It bas been all along 
the practice with many State Governments to supersede local body on flimsy 
grounds. Sometimes, of cnurse, thesuperssssion may have been justified, but I 
consider ·supersession a. rri·-'st obMxious feature in the variou~ acts of local bodies. 
The very insertion of cla.use of supersAssion in the various acts creates all kinds of 
bickerings, discontent, ill-feeling and party-politics .. n is true that some of the 
members of the Ioca.l bodies do not gvvern satisfactorily and bring disgrace to 
the administration. For this purpose, I ·am entir'lly in favour of an all-round 
control by the State Government. · 

_ The question pf supersessbn of the local bodies in the new set-up does not 
arise so acutely as it used to in the pre-independence era. Because, vdth the dawn 
of political independence, the el'lctora.to bas hec:>m3 much more enlightened and 
civic conscious and know whom to plump fM .. But, notwithstanding, if the local 
body is found cerruption·ridden and does not mend its ways, the State must bring 
the offenders to book and get them prosecuted iu a law c-:mrt to meet the ends of 
justice without any fea.r or favouritism. · 

I would suggest that a. Local Bodies Beard may be established a.t the Centra 
and under the control of Central Gvvernmeut ; the function of that power will 
be to look after the work of all the local bodies in India. At the present moment, 
the collectors are so very busy with other matters that it is not possible for them 
to give adequate attention to local bodies' affairs. Under the new set-up, there
fore, a. new department has to be opened if the local bodies are to function, s:otis· 
factorily •. After giving warning to the local body in the event of default to 
correct themselves if they persistently disreg·ud the orders of the State Govern
ment, then the said local body should be dissolved. Steps should immediately be 
taken to ho)d fresh elections say-not later than 3 months. In the meantime, if 
the President is a non· Party man or the Chief Executive Officer be entrusted to 
carry on the work of the local body, If after the holding of the elections, the 
local bodies affairs are not carried out satisfactorily, the body be superst:Jdod and 
the newly formed Local Bodies Board may nominate certain number of persons 
from that area. whose reaord shows that they have rendered !'lema sort cf public, 
social or civic service. The number may be fixed according to the size of the 
local bJdy. It will not be difficult for that Board which will be under the Gevern
ment of India. to find out suitable public spirHed persons t'l be nominate4 for " 
tempora.ry period, 

456 



MINUTES OF DISSENT 

CHAPTER V-paragraph 164 

I quite agree with the conclusion of the Committee in this respect but I 
do not agree with the view · that hardship is caused to owner occupiers. I 
would suggest that while levying taxes on property, there should be an exemption. 
of certain . category of owners. For instance,. a widow . whose maintenance is 
absolutely on the realisation of the rent should be exempted from the levy of the 
property-tax of the building, provided the number of buildings is only one. Second 
category lilhould be that where the rent is realised under Rs. 50/· per annum 

there that property be exempted from tax, provided that the owner owns only ·one 
such building. As far as I remember, in one ·of the Corporation Act such 
provisions exists. If this system is adopted, then there will be no hardship on the 
owners or any difficulty would arise as my colleagues apprehend. It is only fair 
that the persons whose mainte:nance is on the .realization of the rent, I mean,widows 
and small land owners whose 1ental value is only R~ 50/· per year, should be.· 
exempted. 

I agree with the majority view that the maximum and minimum rate 
for the property tax should be prescribed by Statute. 

Property Taxes comprise the House Tax and serviCe rates like the Conser· 
vancy, Water and f,Jighting Rates. The service rate3 are classed under taxation 
in all official reports and receipts from them are takerr jnto account it1 calculating 
the average incidence of taxation in the different provinces. · 

The direct taxes are by far the most important source of. the municipal t~x· . 
revenue even in the provinces in which the Municipalities rely upon the Octroi 
and Terminal Taxation for raising a larg~ part of their tax-revenue. Of ·these 
provinces the Punja.b is the only Province in which only 10 p.c. of the tax~revenue is 
derived from the Property Taxes. In the United Provinces 26 p.c. in the Central 
Provinces 30 p.c., in the Bombay Presidency 46 p. c. and in Bombay City 80 p. c. 
of the municipal tax revenue comea from the Property Taxes. In the Bombay 
Presidency as a whole {including Bombay City) we find that about 70 p. c. of the 
municipal tax-revenue of the province, is contributed by these taxes. In the re· 
maing State3 they are responsible for about 80 p. c. of the tax-revenue of the 
Municipalities. Owing 'to the special conditions prevailing in the Presidency 
Towns, it would perhaps be somewhat misleading to base any general conclusion 
on the proportion of the revenue derived from the Property Ta.xes to the tota.l 
revenue of all Municipalities j but even if we leave them out of account, the fund 
of the total tax·revenue of the Mufassil Municipalit.ies in India is about 45 p. c. in 
1929-30 and 54 p. c. in 1939·40 realised by the levy of the Properby Taxes. The 
obvious conclusion to which these figures point to, is of course, that the direct 
ta.xes have an assured place in our system of local taxation. · 

The Indian Property Taxes are however, different from the English local 
rates, inasmuch as in Indi!lo the owner is generally primarily liable ·for the 

• payment of the general rate or the house tax. In England it is the occupier, 
who has to pay the rate. Further, in England, a rate is a charge made 
in respect of occupation or ownership of property, but is not a charge upon 
property. But, in India. the general rate· being a liability of the owner, it 
becomes a tax on him respect of the ownership of his property. In India 
also, it is true the criterion of his ability is not the value of his property 
but the income which he derives from it and that is the reason, why the 
owner is, in most provinces, entitled to remission or refund ·of the tax, in 
case the property remains vacant o:msecutively for atleast a specified number 
of days ~n the rear. Hence unless the tax is imposed on the value of thf) 
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property, the house-owner in case of the vacancy, of his house will continue 
to earn the benefit of remission as stated above. 

Paragraph 211. I agree with the majority vtew. I, however, feel that besides 
11azulla.nd, in limits of the various local bodies, there are waste lands belonging to 
Government and not made use of. This has brought about a. great deal of insanita
tion in that area. Neither the Government looks after it nor the local body, as 
it is considered to he m body's property. I suggest· that all such lands 
wihin the municipal area should be handed over to the local body for dev· 
elopmental purposes, on the condition that when the Government require such 
lands for public purposes, it should have the first charge. I would also 
suggest that for development of that area. such lands be sold by public 
auction, and the final. sanction should be obtained from the State Government. 
This suggestion, if adopted, would minimise cJnsiderably tb~ insanitary state 
of affairs prevailing in that area and will also bring substantial revenue to 
the local body. 

Paragraph 423 to 427. Although the Committee could not suggest any 
unanimous method of self-supporting of various services rendered, I am of 
the opinion, that there cannot be a seiC·supportiog scheme, each individually 
and separately. Some services will be bringing surplus others will be deficit 
and it is, therefore, not feasible nor advisabl3 to go on the basis of self· 
supporting of services rendered to the public. 

Paragra~h 232. I entirely agree with the majority view in this res
pect. It will have a very salutary effect if the suggestion made therein for 
the purpose of valuation for e.ssessment organization, is introduced. I do not, 
however, agree with the point of law that the right of appeal be allowed to & 

District or High Court. Tnere should be no il.ppeal of any matter against 
the decision of the Va.lua.tion Court. If such an appeal is allowed on filmsy 
grounds, the assessee will seek the assistance of the court a.nd thus frustrate 
the object which is sugg~sted. 

Clause 279, Chapter V. I agrea with the minority view that sub· 
clat!Se 11 should be removed. I am against the ent.ire exemption cla.usd. 
There should ba no exemption to any private individual. Much misuse bas 
been made in the past and even with certain restrictions that have been 
contemplated, it is not going to serva any purpose. There should be one 
general clause that the State Government may by order exempt from the 
payment of ta.x or any portion of tax impJsed under this Act. any person 
provided there are strong reasonoi which reasons should be put on record. 
The amount of exemption shouJ.:l not exce.ed in any individual's casa more 
than Rs. 25/- and Rs. 50/- for rea.sons mentioned in paragraph 164 of the report. 

508. I am not in fa.vour of the limit of Profession Tax to b(:) increased 
from Rs. 250/· to any figure. 

530. I am strongly of the opinion that under no circumstances the 
control of markets should be vested in any one excepting that the Municipa.l· 
ities should run themselves. -

606 (Clause 1) As regards the disqualification of members falling into 
arrears, I suggest that a member should be disqualified for a minimum period 
of three yean~ and ma.ximum period of five year3 acJording to the amount 
that is falling into &J re1ns. 

635. I a.m strongly of the opinion that in the loca.l bodies, particularly 
in ~unicivalities, wh~re ~he roads are maintained by the municipalities, it ia 
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absolutely necessary that a portion of the petrol tax should be granted to the 
local bodies provided that the Iccal body bas no power to levy motor tax. 
Even where any local bc·dY bas pov.er to levy motor tax then each State 
must see whether that amount is proportio:r:ale to the expenditure h:cuned by 
the local body in maintaining the roads. If that falls i>bort then a portion of 
the petrol tax must be gr.anted to kcal bodies frcm the quota given to the 
State Government by the Onion Government. This is a legitimate due for the 
reasons mentioned above. 

Grants-in-aid. ·In the sphere of local finances, the grants-in-aid have 
already acquired an assured place. Sydney Webb has called grant-in-aid, a 
characteristically English device, which, in his opinion, is the privot on which, 
the administrative mat:hine really works. · In the U. S. A. aho which 
ha'> been cited by Sydney Webb as the most glaring instance of anarchy of 
local autonomy, Federal and State conditioned aid, which, of course, is another 
name for grant-in-aid, has in the last four decadea become a very important 
factor. which is being used there, lahoriously, and not always success£ully, as 
the only available method of evolvirg some sort of ·9rder out of the existing 
chaos. There is no doubt that the grants are t.he most effective method of 
finding and maintaining the working mean between the extremes of centralization 
and decentralization which is the urgent need of the times. 

There is need and room for a great deal of experimentation in the practi· 
cal application of the theory that the grants have to be a function of "necessity' 
and 'ability'. ''From each according to its capacity and to each according to 
its needs" sounds very well and may even be accepted as a maxim, when the 
facts of modern life make the only sound principle of public finance if not of the 
social system as a. whole. But it is not easy to ensure that each will give according 
to its capacity and will get according to its needs. In other words,it is not at all easy 
to work out a formula. which gives us .sependable criteria of means and needs and 
provide safeguards against the local bodies being pauperised by a. system of 'doles I 
Hence in the administration of grants, therefore, we will have to provide for 
a grea.t deal of flexibility and continuous adjustment to a. rapidly changing, 
and, it may be hoped, developing situation. A stereotyped system of grants·in·a.id 
simply will not be appropriate and ought not to be introduced. 

632. As regards the Grant-in-Aid, when it is definitely decided that a 
certain percentage of grant·in·aid is to be made to a. local body, the Govern
ment must see that is preci~ely followed. At present, there is a. sad ex· 
perience that even the G. R. notifying certain percentage of gra.nt-in-aid for 
education and other matters, Government have not felt their duty to pay that 
sum. There are instances where full grant-in-a.id a.re not made with the result 
that neither the efficiency is achieved nor the object for which the gra.nt is 
made is a.t all served. Whatever, therefore,.. the percentage decided by the 
Government, they must strictly follow for granting the full &mount before the 
termination of the financial year. 

644. The remarks made in one of the fore-going paragraphs that the 
rate of percentage of grant be levied, wholly relates to this paragraph 644, 
namely Education. I strongly feel that if primary education i3 to remain in charge 
of the local bodies then grant-in·aid substantially to cover the expenditure must 
be made to the local bodie3. 

'114. Improvement Trusts for expansion a.nd improvement of cities are 
necessary in the initial stage but they should not be permanent bodies. Once 
the Improvement Trust has improved the property of the a.rea. in estate, their 
functions should be terminated a.nd handed over to the municipality. The case 
of Bombay Improvment Trust ie a. glaring instance. It was started separatelf 
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with wide powers and they made several improvements in the widening of 
tho roads, opening out new areas, thereby they brought about certain revenue 
to the Trust. When all the planning was over, the entire Trust was ammal
ga.mated with the Bombay Municipal Corporat_ion which has a. separate wing 
of its owa i.e. "Improvement Trust Committee" which works directly under 
the control of the Municipal Corporation. Similarly, whereever the Improve· 
me..11i Trusts exist or are to be opened in future, I am of the opinion that 
once they have done the preliminary work, as ·stated. above, then the Depart
ment should be closed down so as to save good deal of money in the machinery 
that is set up. Subsequent to that, the St!l.te Government which is responsible 
for starting the Improvement Trust should amalgamate with the local boily 
in that area. If this is done then the income that would be derived by the 
sale of land and the various taxes in their exranded area will be an addi· 
tional income to the municipalities. This would relieve the Government to cer
tain extent in the way of aiding the municipalities by way of finance. Where 
such lmproverri'eut Trusts are ha.nded over to the municipalities the Government 
can prop:>rtionately reduce the grant which they may be otherwise giving to 
them for the g<meral administrative purposes. 

Terminal Tax. Comiog to the Terminal Tax, I am of the opinion that 
octroi tn be replaced by Terminal Tax whereever former exists. It is too 
late in the day to give the history of the abnoxbus system which led to corrup· 
tion and fraud as eminent persons have alrmi.dy expressed their opinions of 
which Govt. are fully aware. Unfortunately, under the Constitution of India, 
Terminal Tax is a central subject which upto 1935 was the Provincial subject. 
Withdrawal of this levy from the local bodies has created great drawback on the 
finances of local bodies which are already in doldrums. I am emphatically 
of the view that if the local bodie3 administration has to be made pure then 
octroi should be abolished forthwith. What would happen to the finances of 
local bodies if this is done ? I realise the point, and, I therefore, suggest that 
unless at Sl)me future date Canstitution of India is changed as far as the as· 
pact of Terminal Tax is concerned, Governments of India must permit by virtue 
of their power b bca.l bodies through State Governments authorising levy of 
Terminal l'ax, and also permit them to inorease the taxes on certain items 
against the present ones subject to the condition that all new items relating 
to Terminal Tax should be Pnbject to the sanction of the Central Government. 

111. The Sales Ta.xes should be levied and developed in all states subject to 
Central regulation and their receipts distributed among Local Authorities. This 
highly advisable for their resources. In the first place, the Sa.les Tax has already 
found favour with the Provincial Governments and their further development 
doe3 not involve any fresh departure. The fact that this tax: is being levied 
by a large number of countries in Europe and America and has an establishel 
p:>sition in the tax system of a number of important countries as a productive 
source of public revenue further reinforces the points :and gives us a fund 
of experience to draw up:)D and be guide:! by. The second reason in favour 

·of this course is that if receipts of this tax are distributed among Local 
Authoriliies-tha.t will not only increase their revenue but facilitate the reform 
of this tax system in the Provincas in which local indirect taxatien occupies 
a. position of disconcarting importance and is difficult to replace on that account. 
This tax should be the more readily accaptable to the tax-payers in the States 
if its receipts are earmarked for local bodies and utilised by them for providing 
fully developed services like health and education. 
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CHAPTER XXII 

(Village Panchayats.) 

Village PanchayR.t has been all along neglecteed and while sharing the 
general view of the Cxnm\ttet3 expressed in this report, I do feel that greater 
attention should be paid for th'3 development of our village and village life. 
There is h:udly s.ny sanitation or drinking water on hygienic principles or roads 
ava.ila.ble in villages having a. p::~pulation of 1,000 to 5,000 of people. It is, 
therefore, nccessary that the taxes, whether under the District or Municipal 
Act, be levied by the loca.l bJdies and the po\Vers vested in them should vest 
in the village pa.ncha.yats. Ha.viog vested this, the question will arise of the 
financial allotment. Villages by themselves will not be in a. position to collect 
the amount or taxes to that extent that they will be able to fulfil and dis· 
charge the duties as they are required to do. Therefore, the solution for the 
improvement of the villages and village life would be considering all these factors 
separate type of grants and levy have to be permitte~ to the villages if the vill· 
age liCe is b be m.~oi·'l h~ppy· and prosperous. Unde·r article 4:0 of the Con· 
stitution the uplift of village liCe as local self-Gonernment has been entrusted 

· to the . State. It is incumbent upon State Governments to formulate a. policy 
different than the other local · bodies for their welfare and to meet special 
conditions prevailing iu village. 

CHAPTER XIII 

In England the assessment of Railways has been centralized by the 
Railways (Valuation of Rating) Act, 1930, and a. central authority constituted for 
the purpose. The Central authority assesses the station upon the contractors' 
estimates, viz. their capital value apd their annual value is assumed to be a. 
certain percentage of the estimated capital value. The annual value of the 
rest of railiVay preperty is estimated with reference to the average net receipts, 
and apportioned by the central authority amJng the different loc11ol bvdies 
according to the mileage of running lines in each rating area-a basis which 
is arbitrary but has to be accepted because the allocation of receipts, which 
accrue from the workirig of a. railway system as a. whole, c!l.nnot be made on 
any more rational basis. 

In India. the present situation· is different. No ·attempt is made · to 
a.ssess the value of a railwa.y as a. whole. The Municipalities only tax the lands 
and buildings of the railways. Hence a.n Act o.f Parliament should prescribe 
the principles of valuation, taxation and apportionment. But is a. Railway Assam• 
bly Authority is set up for administering these provisions, it should have re
presentation of local bodies on it. 

(73) The State Government properties should be subject to local taxation 
as they are in most of the States. 

(74) The Union Govt. properties may continue to enjoy immunity from 
local tnation but it sh::~uld make contribution to. local bodies in lieu of such 
ta.xes. The valuation of these properties should be done by a. special machinery 
C)nstituted by the Cantral Government. 

R. K. Sidhva 
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MINUTE OF DISSENT BY SHRI R. D. KAPILA 
Introductory Remarks. I disagree with most of the recommendations made 

in the main report of the Committee, for the simple reason that I do not approve the 
policy and procedure adopted by the Committee· in making enquiries and drafting 
proposals for the improvement of local finance. It is obvious that when the line of 
approach to a problem is defective, the conclusions arrived at, are bound to be 
unsatisfactory. I shall, therefore, first deal with matters of genera.! policy a.nd then 
discuss specific recommendations of the Committee. 

OBJECTIVES AND BAsiC POLICIES 

The report of the Committee is in no way better than what it would have 
been if a. few British Officers of the la.st century, who were the authors of the 
existing system of lucal self-government in India, had constituted the Committee. 
The main consideration which formed the basis of conducting the enquiries and 
framing the proposals was the continuance of the existing arrangements and policies 
of the State Governments regarding the administration of local self-government, 
which in all essential respects, are the s&me aH were evolved by the British adminis· 
trators of India to suit the ideals and requirements of the foreign government. 
The Committee could not, even for the purposes of improving the financial position 
of local bodies, cJnsider the advisability of suggesting changes in the structure 
of local bodies or redis~ribution of functions between local bodies and Government, 
or economies in local administration. Nor could the Committee discuss the 
question of adjustment of the claims of different local services and local works for 
allotment of funds out of the total income of local bodies. A critical examination 
of the underlying policies of the Government relating to the levy and collection of 
taxes and the division of financial rt3ources, and powers and responsibilities of 
administration between local bodies and Government, could not be undertaken by 
the members of the Committee. The Government was taken to be always in the 
right and the non-official local bodies to be always in the wrong. The dominating 

.idea of the chairman and other official members of the Committee, was to vest the 
Government with all powers relating to the raising of revenues for the purposes of 
local bodies, and to suggest safeguards aga.inst misuse of whatever nominal powers 
may have been left over to the local bodies, on the assumption that local bodies 
are highly corrupt and unfit for the exercise of real powers of administration and 
the offcials of the Government invariably act in the best interest of the public. 
The objectiv~ of developing local bodies into genuinely self governing units of 
a.dministration by vesting them with a.dequa.te powers and authority, was alto
gether ignored by the committee The social and economic circumstances of the 
pe::~ple and the requirements of planned development of India. under modern condi· 
tions, were by no means the basic considerations to be borne in mind in suggesting 
improvements in the financial resources of local bodies. In fact the committee 
had to move in narrow gro::~ves devised by the British authorities and the only 
scope left to it wa.s to suggest increment in the income of local bodies in such 
manner as may not seriously conflict with the policies and wishes of the State 
Governments, whose officials practically dominated the proceedings of the Committee 
and carried their propositions mostly in the teeth of opposition from the non·offi· 
cial members who constituted a. minority on acoJunt of inability of some of them· 
to attend the meatings for private reasons. Accept>lobllity of the recommendations of 
the Committee by the Government, was definitely an important consideration kept 
in view by the official members of the Committee as a deciding factor in dea.liog 
with conflicting proposals brought before the Committee. The question of accept· 
ability of the proposals by the local bodies or by the general public, did not carry 
any 'veight in the deliberations of the Committee. The result is that the Committee 
has mostly endorsed the recommendations of the Indian Taxation Eqnuiry 
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Committee relating to loca.l finance, although there has been a fundamental change 
in the outlook of the Government and people of India since 1926 when the Report 
of the Taxation Committee was submHted. A few instances of the different points 
of view with which the Report of the LJcal Finance Enquiry Committee will 
be looked at by those who are not officials of the State Governments, are given 
below. 

POINTS OF VIEW IGNORED BY THE COMMITTEE 
I. Re(iuirements of planned development. The report of the Committee 

indicates only that the total income of local bodies will be increased as a result of 
the adoption of the proposals made by it. But that is only one side of the picture. 
The other side is not touched at all, namely, an estimate of the funds required for 
raising the standard of the services of local bodies to a particular level, and an 
indication of how much will be provided by the proposed income of local bodies 
and bow much will still remain to be provided, and what steps should be taken for 
covering the balance of the 'financial requirements ·.of Euch planned development 
of local services, whether by redistribution of functio:Qs between local bodies-and 
Government or by changes in the structure of local bodies or by economy in ad· 
ministration, or by any other means. Unless this is done, we remain in the dark 
as to where the country stands and whither it is moving in the field of development 
of the public services of local bodies. We do not become fully conscious of our 
needs and are not urged to discover frebh ways and means under the stress of a 
great necesbity. Rather, we feel a false satisfacation that we are making some 
improvement over the existing state of affairs. Let me give a few concrete 
examples. . 

Provision of free and compulsory primary education within a period of ten 
years is the ideal set forth in the Constitution. This development comes within the 
sphere of responsibility of local bodies. The Committee should have asked the 
State Governments and local bodies·'to prepare estimates of financial requirements 
for this purpose a.s well as estimates of the money which can be made available 
from the existing as well M· additional resources which may be proposed.. This 
was not done. The Committee has simply Fuggested that education cass should be 
levied everywhere at the rates to be determined hy Government and if more money 
is required for primary education, Government should contribute. No effort has 
been made to assess the income from the proposed education cess and Govern
ment contributions, and to equate the sa.me with the total requir~ments of achieving 
the target of prim~~ory education within the prescribed time limit. Had the 
Committee proceedEd on these lines, it would have been found that the task 
set forth in the Constitution involves a huge financial committment which cannot 
be met from the proposed education cesses and Government contributions. In 
1937, when I wa~:~ preparing schemes of development of local self·grwernment for 
the U. P. Government, I was told that free and compulsory primary education in 
the whole province would require the entire revenue of tho Provincial Government -
from all sources put together. Some of the devices which, in my opinion, could 
have been considered by the Committee for meeting such excessive financial demands 
of primary education, are (a.) to make local bodies fully responsible for providing 
education upto the first three classes only and the State Governments for the rest, 
(b) to relax rules requiring buildings of approved designs for such schools, and to 
allow villagers to accomoda.te schools wherever they can, even under a tree, and (c) 
to allow villag'lrs to pay the school teacher in kind if it may suit their circum-
stances. · 

Similarly the supply of pure drinking water in villag~s requires sinking of 
\Veils, the co3t of which should have been calculated by the States Governments at 
the instance of the Committee by reference to village authorities. This is also a. 
costly affair difficult to be managed out of the income of fresh taxes which ma-y be 
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prop-:>sed, and yet it is urgent since people in so many villages drink impure water 
which is unfit for human cansumption. A suggestion which, in my opinion, could 
have been considered by .tho Commtitee, in this crmnection, is to make it obligatory 
for the village people through Village Pa.nchayat, to dig wells by compulsory ma.nua.l 
labour. · 

The minimum that the Com.nittee was expected to do, was to proceed on 
the basis that the services of local bodies must be performed at least at the 
same standard as before and an estimate of the financial requirement for that 
purpose should have been obtained from local bodies, and an effort 
should have been made to increase the income of local bodies to such 
estimated requirements, because as a matter of fact, the standard of local services 
has considerably grme down during the last decade due to enormous increase in the 
cost of administration without corresponding increase in their revenues and the 
local services are still deteriorating day by day. 

The worth of the proposals of the Committee for increasing the income of 
local bodies can only be judged by estimating the amount of such incre!l.se 
and cJmparing it with the estimated requirement of local bodies. An idea of the 
extent of the problem of local finance cannot be formed withou~ taking into con· 
sideration the repuiraments of local bodies. Hence the CJmmittee in any opinion, 
has been beating about the bush without facing the object in view. 

II. Inelasticity of !.leal revenues. The locllol bJlias throughout India 
will be expecting the cJmmittea to have tackled the problem of inelasticity 
of their sources of income, for which the responsibility is entirely of the State 
Governments, for, under the la.w, the resources of local bodies are to ba allotted 
to them by State L3gislature3 with such conditions and re3trictions as they 
may deem advisable. This question WlloS never considered. by the Committee, 
probably because it would have me!l.nt an adverse criticism and condemnation 
of the policies of the State Governments. The following ta.ble of figures of 
incqm3 in crore3 of rup9e3, shows th!Jot while the incJm J of the C:mtral and State 
Governments ha~ increased to thre3 tim93 of wh'.l.t it \ViB bJbra, th'l income of 
local bodies has remained stationary. 

year 
1931 
1946 

Ceutral Revenues 
121.6 
360.7 

Provincial Revenues 
83.3 

229.0 

Local Revenues 
40.46 
43.09 

These figures were not placed before the Committee, and the causes of ine
lasticity of local revenues and their remedie3 were not i nvestiga.ted by them. 
The fact is that the underlying policy of the late Foreign Government 
towards local bodies, is still followed by the States Governm:mts, namely, to 
keep the local boclies financially crippl-3d and dependent up:m Government ass 
istance, and to render them unfit to functbn efficiently, so th!l.t the Guvernment can 
always condemn them and supersede any local bJdy at any time and take over its 
administration. There are different devices for making local finance inelastic, 
and they need not be enumerated in detail at this m1ment. A few instances 
will ba sufficient to give au idea. of h,)W it is done. Rates of Octroi and Ter
minal Ta.xes 11.re not allowec:i to be increased, the numb9r of articles subject 
to the levy of these take3 is limited, and additions in the list of articles ex
empted from these tues are frequently m1.da by arbitrary orders of the Gov· 
ernment. Increa.se in house tax which is levied on rental value basis is in· 
directly prevented by R3nt CJntrol Act and by the levy of urba.n Immwea.ble 
Proparty Tax on the rental value basis thereby encro!l.ching upJn the sphere 
of hou:;e tax. Increas6l in local R'.l.te which is levied on the basis of land 
revenue, is indireota;l prevented by nC>~ iuora!1.1ing the hnd revenue. While 
the Government will be able tJ m1oka up its loss ca.u3ed by not increasing the 
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land revenue, by levying another tax :tpon the same source in the form of 
agricuUura.l income ~ax. the local bodies will not be able to do so. Sales Tax 
levied by Guvernmant is also indirectly an encroachment upon octroi levied 
by local bodies, inasmuch as both these taxes are levied on the prices of articles 
brought and suld in the town, a 1 will be explained in detail later in this note. 

111. Constitutional drawback. The local· bodies all over the country 
would like the C;;mmittee to suggest some way out of the root cause of their 
financial difficulties, namely the provisions in the Constitution which divide the 
public revenues of the country into two parts only, one for the Union and the 
other for the States, and permit the state authorities to allot any resources 
at their discretion, to local bodies out of the· States' share of public re· 
venues. There is no provision in the Constitution making it obligatory for 
the States to hand over particular sources of income to local bodies. Several 
high officials of the Government ha.ve confessed that though they have sym· 
pathy \Vith lucal bodies, yet by virtue of the offica·.they occupy, they have to 
look to the interests of the· S~ate Government first and to the interest of local 
bodies afterwards, since they are responsiWe for the-administration of the State 
and not or the local bodies. In actual practice, it has been .found that far 
from giving m:>re sources of incoma to local bodies, the State Governments 
are indirectly taking away a part of the smuce3 already given to local bodies 
by previous Governments, by levying State taxes under different na.mes upon 
the existing resource3 of local bodies as has already bean pointed out in this 
note. The details of. these encroachments by Government upon the resources of · 
local bodies are daaU .with elsewhere in the no~e. A suggestion which in my 
opinion Bhould hav.a bean cJnsiderad by the C:>mmitte'3 in this cJnnection is that 
an independent commission should be appointed for dividing the financial re
sources between· the Government and the loc:1.l bodies in accJrda.nce with well 
defined principles and for preventing the State Governmants ·from encroaching 
upon .the resources of local bodies so allotted to them. The CJmmittee, howaver, 
did not examine the implications of the provisions of the a mstitution relating to 
local finance and completely iga:>rad the roJt ca.ase of the finaacial difficulties of 
the local bodies. 

IV. The ideal of democracy. All persons interested in the development 
of sell-government in local administration expeet that the Committee's re· 
commendations will be based on the ideal of developing local bodies into really 
self·gJVerning units of administration, as laid down in the Constitution in order 
to davebp a spirit of democracy in the people as the best safeguard ag\l.inst 
the onslaught of undem.natic ide3oologies in the field of p1litic3. It is ne(lessary 
for this purpose to relax official control over local bodies and grant independent 
financid powers lo them. But the Committee did not bear in mind 
this asp~ct of the problem and suggasted further c:>ntrol to be vested in Govern
ment. Fvr example the Committee has recommended that Government should 
have the power tJ determine the taxes to be levied by local bodies, the rates at 
which they should be levied and a to enforce the same against the wishes of the 
local booies. Such proposals are bound to cause disappointment to general public 
and to retard the progre3s of heal self-gJvernment in the country. 

V. Economy in exp-enditure. Improvement in the financial position of local 
bodies can also be brought about by economy in expenditure. The general public 
expected the Committea to look into this aspect of the problem also as there 
is _a general feeling that the tax pa.yers do not get fair return for t'he money 
pa1d by them. Proposals for additional taxation which ma.y be made by the 
Committee will stand, greater chances of succass if the taxe3 already colleQted 
are well spent to the satisfa!)tion of the general public. But the question of 
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economy in admin!stration was not considered by the Committee although it 
was included in the q11estionnaire issuoJ by the Committee, because it was 
subsequently ruled out as falling outside the scope of the Committee. 

VJ. Barden on the poor. The deteriorating economic condition of the 
poor and lower middle classes of the community is already causing great anxiety 
to the National Government, as there is a. danger that in case the situation be· 
comes out of control, the peace of the country will be disturbed. Under such 
circumstances it was expected that the Committee would endeavour to lessen 
the burden of local taxation upon these classes of people. The committee 
however did not consider this question a.nd made suggestions for throwing 
more burden upon those who cannot bear it. For instance, the Committee has re
commended that exemption from house tax should not be made on the ground that 
the rent is too low, so that even the poorest man should have to pay the tax. There 
are a number of other proposals of this nature, which are dealt with separately 
in this note. , 

VII. Suitability to Indian conditions of life. The people of this country have 
their own customs, traditions and habits of life which are different from those 
of the British people. It was therefore expected that the system of raising re
venue to be proposed by the Committee will, as far as possible, conform to these 
peculiarities of Indian life, and the wrong done by British authorities in imposing 
unsuitable British customs in India will be und,me by the Committee. For in
stance house tax on the rental value ba&is was unknown in India., but was in· 
troducad by British authorities, while octroi duty to which r;eopla ware accustomed 
since ancient times, was abolished by British authorities in sorr.e parts of India a.nd 
restricted in other parts. The suitability of these taxes to Indian conditions 
of life, therefore deserved the consideration of the Committee. The special fea· 
tures of the present day life of the people in India, parbicularly the refugee prob· 
lem and acute house famine, should also have l:ean taken into consideration 
by the Committee. It is regrettable that while the Committee devoted six chap
tars to consideration of the different aspects of house tax and collected material 
even from foreign CJUntries, it did not deem it advisable to consider the details 
of octroi duty although sufficient material was available in this country, ard even 
aome British administrators had recorded their appreciation of the system of 
octroi and its suitability to Indian conditions of life. The tdndency of discarding 
everything Indian and adopting everything British without examining their implica.· 
tions is a leg<~ocy of the British regime, and had dominated the deliberations of the 
Committee. 

The a.bove list of different points of view which should have been borne in 
mind by the Committee, is by no means exhaustive. My only object 
at this moment is to illustrate that the Committee has conduc
ted its enquiries and framed its, proposals with an extremely narrow point of 
view, without taking into consideration a number of important questions which are 
intimately connected with tho problem of the local finance. I shall now discuss 
specific recommendations of the Committee. 

RECOMMENDATIONS FOR GIVING MORE POWERS TO GOVERNMENT 

I do not agree with the following recommendations made by the Committee:
(a) •.•... where a local body is unwilling to impose a tax at a.n adequate 

rate, the State Government shculJ have the right, in the first instance to give 
friendly advice and if the local body fails to ca.rry it out, the State Government 
should have the power to impose or raise tho tax themselves...... (Chapter IV.) 

tb) ..• should any municipality fail to levy house tax, the State Govern· 
ment should have the power to levy H at such utes as they deem fit in any 
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municipal a. rea. for the benefit of the municipality ......... this power should be 
exercised by the State Government only when a municipality has refused the 
advice tendered to it by the State Government in the first instance ••• (Chapter V). 

(c) ••. the list of charitable institutions which at present get exemption 
from Property Tax thould be subjected to periodical review in order to see 
whether the exemption given iu each case is justified or not. This review should be 
undertaken by the State Government...... (Chapter V.) 

(d) ...... the detailed work connected with the preparation of the valuation 
list of all the properties within the jurisdiction of a local body should be en· 
trusted to .• a valuation department which should be brought into baing for all 
the local bodies within the State. Its duty will be to see that the valuation list 
is correct and uptodate for each local bJdy. The valuation list as prepared by this 
department of the State Government, should be forwarded to the local body 
concerned ...... it will not be open to the lo•}&l body to alter any entry as made by 
the valuation depa.rtment............. (Chapter V.) . 

(e) ...... there should be in each State a model schedule for octroi ap .. 
proved by the State Government, and deprtures from it should not be permitted 
except with the previous approval of the Government......... (Chapter VIII.) 

(f) we reco~mend the compulsory levy of profession tax under the orders of 
the State Government......... (Chapter IX.) 

(g) ... we think that the agency for assessment and c)Ilection of Profession 
Tax levied by Di.:,trict Boards should be the Revenue Department of the Govern· 
ment...... (Chapter IX). 

(h) the question of the rate at which the tax on bullock carts in rural areas 
might be levied ...... we would leava• to the discretion of the State Government 
...... (Chapter XX.l · 

(i) It is necessary that each State Government should prescribe for their 
local bodies a standard of collection and should see that it is adhered to ......... 

(Chapter XVI.) 
(j) the Provincial Cadre for Accountants of local bodies, should be controlled 

by a Board with Statutary powers to be set up by the State Government ......... 
. (Cbapte.r XVI.) 

(k) the Examiner of Local Fund Accounts ... also be a financial adviser of the 
local b1dies whose Mcounts be audits ...... (Chapter XXVI.) 

(1) Government should pr~scribe rules in - rega.rd to various categories 
of local bodies in respect of matters such as pay, allowances, leave, 
travelling alluVIance, pensions, provident funds, etc. If a. local body considers that 
its circumst<tnces warrant any modification of such rules, the variation desired 
should receive the sanction of the State Government ...... (Chapter XXVII) 

Explanation. The powers proposed to be given to Governmen~ are comprehen
sive leaving practically no substantial powers to local bodies. It is proposed tha~ the 
Government should be authorised to impose a tax even if the local body does not 
deem it advisa.ble, to fix the rates at which the tax should be levied, to control the 
assessment and collection of taxes, to dirac~ the financial administration of local 
bodies through Provincial officers and to prescribe the IJay and allowances to be 
given to the staff of loca.l bodies, etc. etc. 

~easons for disagreement. My arguments against the grant of such 
sweepwg po:vers to Gov?rnment in respect of the levy and collection of taxes 11ond. 
other fina.nc1al transaot10ns of local bodies, are enumerated below :-
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(i) Local initiative. Without substantial powers there will be no attraction 
to local talent to work in local bodies and no scope for local patriotism to be availed 
in the interest of public admidstration. Nor will there be necessary enthusiasm 
and urge in local people to develop initia!ive in establishing new ways and me:J.ns 
for financing local works. It is human nature that people would pay willingly of 
their own initiative much more th!Ln what they may be forced to pay by official 
orders. 

(ii) Federal basis. Without genuine powers of taxation locn.l bodies cannot 
be said to be vested with adquate powers and authority to enable them to function 
as self-gt~verning units of administration as intended in the relevant provisions of 
the Constitution, because p1wer of taxation is a necessary symbol of a seiC-govern
in~ hody. .The above recommendations divest the local bodies of genuine powers 
of taxation and are theref0re not in accordance with the intentions of the Constitu· 
tion which is based on.the federal system of Government comprising of three parts 
of the State, the Union, the State and the Locn.l Bodies. It is expected that the local 
bodies bein~ an integral part of the State as referred to in the Constitution, 
shall be vested with substantial powers of Government within its own sphere of 
responsibility. 

(iii) Want of delegation powers. The Constitution vests th~ p1wer of defin· 
ing the sphere of local seiC·~vernment in the States Legislatures, while the a hove 
recommendations vest such powers in the executive ·officers of the Government 
actin!! in their iliRcretion. Important power!:! like the powers of taxation cannot be 
vested in tbe officials even by the Legislatures as they have no powers of deleg'l.ting 
their functions specially entrusted to them by the Constitution. The power of 
sanctioning the levy and collection of taxes is E!Xclusively vested in the Legislatures 
under the Constitution. None of the taxes mentioned in the States List, cau be 
imposed by the State Government even for the purposes of the State, without the 
prevhus sanction of the State Legislature. It is therefore all the more reasonable 
that the taxes which are not meant for the State but are me!l.nt for local bodies, 
should not be imposed at the discretion of the State Government without the 
sanction of the State Legislature. S1me of the taxes of bell bJdies are even more 
incom'l·vieliling tba.n some of the taxes of the State Government, and are levied 
on the entire population of the State, though by dividing the population in groups 
acc,..rilin~ to the areas of different loc!l.l bodies. It therefore follows that the 
Le~islature and not the Sta.te Government is the competent authority to decide which 
t<J.xe'! of the St'l.te Lht, sh1uld b:~ leviel and at wh:1.h rates they sh1uld be levied, 
whether for purposes of the State or for purposes of the local bodies. 

(iv) Principle of responsible government. The Constitution is based on 
democratic principles which imply that the executive should be responsible to the 
elected repre<~entatives of the people, but to ma.ke the elected local bodies subordi
nate to the will of the officials of the Government as proposed by the Committee is 
c1ntrary to the principles of dem1cratic resp:msible Government. It is also necessary 
that p1wers anti re:;p-msibility should g'l together. It will b:~ wrong to vest the 
Government with powers of taxation and financial trans!loction of local badie3, while 
the responsibility for local administration and for local finance is of the local bodies 
and not of the Government. 

(v) Ministers and officials not infallible. The Minister of a State Govern· 
ment, in whom the proposed powers will be vested, may be prejudiced for or against 
a. local body on account of political considerations in case the President n.nd mem· 
bars of a local body belong to the same or the opposite political party or group to 
which the Minister belongs. It is also probable that a Minister may at any time. be 
influenced by personal, communal or any other extraneous considerations and not by 
considere,tions of p~blio interest only. After all the Micisters an~ oth~r officials o£ 
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the Government are not expected to know more about the local conditions 
of a town or district, a.nc1 to have- more sympathy with loca·l administration, than 
the repreFentatives of the local people constituting the local body. In actual 
practice Rometimes the orders are initiated by the junior staff of the Government 
and the Ministers happen to be too busy to scrutinise them before signifying their 
approval. It is therefore risky a.nd inadvisis.ble to vest Government officials with 
over-riding powers over elected representatiyes in matters of taxing the entire 
population of the local areas of the State. · 

(vi) Government is interested party. The State Governments are usually 
keen about safeguarding their financial interests and powers of administration, and 
for that re&son they beh&ve more or less in a epirit of selfishness and jealousy 
tow&rds other parts of the State machinery, namely the Central Government on the 
one hand and the local bodies on the other hand. The St~te Government is interested 
in not developing the finance3 of local bodies because the ibcome of local bodies is dar. 
iverl out of some of the resources included in the Rtate List, and if any item of income 
is not utilised by lnca.l bo1ies it can be availed by Government,or if the local bodies are 
abolisherl, their revenues can be entirely taken over by loca.l bodies. It has already 
been pointed out in this note that the State Governments are encroaching upon the 
resources of local bodies. If more powers are j:liven to Government, as suggested by 
the Committee, they will be exercised more in the interest of the Government than in 
the interest of the local bodies. In fact the State Governments have enough to 
hother a.hnnt thai r OWn aff11i rS, ann if the WOrrieR of Jr.cal bod irs are also tran• 
sf erred to them, they will not be a hie to do justice to them, but will make the 
matters worse. 

(vii) Proper procedure. In view of the above mentioned administrative 
and other difficultieR, the proper procedu.te in my opinion, is to vest the local bodies 
with powers of taxation and financial transactions relating to their sphere of res
ponsibility allntted to them by the Legislature, and if the Government finds that 
the local bodies are not usina their powers properly, a. complaint may be made by 
the Government to the Legislature which is the appropriate authority in this matter 
under the Constitution, and the decision of the r~e~odslature should be final. The local 
h"ldv concerned sh()uH ba ~ivan opportu!'lity to expla.in its case and the Government 
Rhnuld have the right of obtaining relevant information about the affairs of local 
bodies. 

REOJMMENDATWN FOR THROWING GREATER BURDEN Ul'ON THE POOR 

I do not agree with the following recommendations made by the Committee :

(i) ..• tbere should be no exemption from the property tax merely on the ground 
of the s.nnua.l letting value falling below a particular monetary limit. Su"h 
exemptions wherever they exist, should be done away with. (Chapter V.) 

(ii) .•. A propoEal to ra.ise the rate of property tax in- respect of properties with 
annual valuation of Rs. 500 and below from 16!% to 17i% was not accepted 
by the Corporation of Madras. In view of the corresponding ta.xation of similar 
prrperties in Calcutta. and Bombay we consider that the proposal needs to be 
revived. (Uhapter XXIII.) 

(iii) .•. the hardship caused to owner-occupiers may be alleviated by introduc· 
ing some flexibility in the method of the valuation of properties of different cat3· 
gories. (Chapter V.) 

(iv) ... there seems no justification for giving a. greater remission than one half 
of the tax due in all such cases. Remission should not be granted for a. 
vacancy of less than 90 con&ecutive days in & yee,r, •. :No ratepayers who are in 
jl.rrep.rs should })e entitJeq to va.ca.ncy remission. (Ch&J?ter V.) 
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(v) .•. we recommend for adopti~n of the provision in the Rent Control Act, 
which permits an increa.se in rent on account of increase in rates of bouse tax 
levied by municipalities. {Chapter V.) 

(vi) ..• we recommend that wherever there is no provision in the municipal or 
local board acts for the levy of profession tax, necessary provision shculd be in· 
corporated. (Chapter IX.) 

(vii) we recommend that the levy of a tax on railway passengers in impor-
tant centres of trade and industy may be permitted. (Chapter XIV) 

(viii) ••• we suggest the levy of a tax on such visitors to_important centres of 
trade and industry, as reside in hotels, in the form of a surcharge in the hotel 
bills subject to a minimum exemption limit of Rs. 5/· per visitor for each visit. 

(Chapter XIV) 
(ix) ••. there is !IO objection to local bodies owning their own theatres wher· 

ever they fir:d it feasible and remunerative, (Chapter XXIV) 
(x) ... we are in favour of levying a road transport passengers tax at the rates 

ranging between 3 pies to 12 pies according to distance. (Chapter XX) 
(xi) .•• we agree to the levy of a tax on bullock carts in rural areas. 

(Chapter XX) 
(xiil we suggest that the power to impose taxation on rickshaws should be 

conferred on local bodies wherever it does not already exist by amending the 
acts if necessary. (Chapter XX) 

Explanation. The above mentioned recommeudations relate to taxes on 
poor people. It is proposed to levy taxes on bullock carts, rikshaws, hotel visitors, 
railway passengers, road transport. passengers, and- on persons whose income 
is so low that income tax cannot be levied on them; It is also proposed that house 
tax should be levied even on houses of low rental value which are at present 
exempted from this tax because they are occupied by poor people. Vacant 
premises are also proposed to be taxed, etc. 

Arguments for disagreement. The steep rise in the prices of commodities, 
housing scarcity and evils of blackmarketting, have reduced to a desperate plight, 
the poor and lower middle classes of population engaged in subordinate ser· 
viecs and petty professions although they are the backbone of the society 
and of the administration in India, and they had made the greatest sacrifices 
in the political movement for the freedom of the country. While the prices 
have risen in geometrical propt'lrtions, during the last decade, the income of 
these people has increased merely by i1o percentage and the number of unemp
loyerl among them is swelling every day. They are living at sub-human standards 
of life; their morals have gone down; and they are likely to become victims 
of any subversive movement in the country and be a source of danger to 
the society. As if all this wa5 not enough, the Committee bas suggested to 
rope in these very classes of people for purposes of local taxation by various 
devices enumerated above. Houses occupied by poor people are proposed not 
to be exempted. and in Madras taxes on houses CJf low rental value are pro· 
posed to be increased. Taxes on vacant houses and amendment of the Rent 
Control Act, as proposed above are bound to increase the already high rents of 
houses. Profession Tax is intended to be levied even on those who have been exempt
ed from payment o! income tax because of low income. A tax on all classes of 
rail and road passengers will include all persons indiscriminately irrespective 
of their paying capacity. Bullock ca.rts and rickshaws are proposed to be taxed be
cause they are owned and used mostly by poor people. Strangers who put 
uv in hotels a,nd a.re obliged to p&y excessive hotel charges, are vro~sed to b~ 
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taxed further, in addition to the passenger tax which they will have to pay 
for visiting the city. Influential persons who can put up as guests to soma 
one are not to be taxed for their visit to the city, and those who can afford to 
be owners of houses are deemed to be hardpressed, and it is sugggested that 
the assessment of the houses occupied by them should be made on a different 
basis in order to enable them to pay less bouse tax than what would 
be paid if the same houses were occupied by rentpayers. The climax in the 
apathy of the Committee towards the acute distress caused to po.:>r people by 
house famine was reached when it decided to recommend the construction of 
costly theatres by local bodies for purpeses of profit, inspite of my earnest 
appeal for adopting a counter-suggestion that houses should be constructed 
instead of theatres so long as house famine in an acute form lasts in India 
and respectable people are forced to live on payements without privacy to 
women and without provision of necessary conveniences of life. In vain did I 
argue that construction of houses will not only yield reasonable income, but 
will also have a salutary effect on the evil of bla.ckm&rketting in houses. An 
ex-minister of a Province, had, in the course of his evidence, brought to the 
notice of the Committlle that immorality among poor people was encouraged by 
serious shortage of housing accomodation which compels males and females of 
different families to sleep together on the same floor in a crowded manner. 
I therefore suggest that whatever building provision can be made by local bodies, 
it should be used for residential accomodation or business premises, instead 
of theatres and cinemas which may be left to private enterprise. 

Recommendations regarding appropYiateness of levying House Tas, 
Octroi, Terminal Taxes, and Sales Tas 

I disagree with the following re~ommendations made by- the Committee 
regarding the advisability of levying the above mentioned taxes by or for 
local bodies. -

(i) ... Property Tax seems to us a. tax particularly suitable for a exploitation 
by loca.l bodies ... in place of the present optional provision for- the levy of pro· 
party tax in the various municipal acts, there should be an obligatory provision 
as it is in the Acts constituting the City Corporations of Bombay and Calcutta .... 

· ·(Chapter V.) 
(ii) ••• every Panchaya.t should levy compulsorily, house tax or chulha tax or 

circumstances or property tax. (Chapter V) 
(iii) ... it is suggested that a convention may be established by which 

net proceeds from the following sources of revenue shall be exclusively available 
for the local authorities :-Item No- 89 of the Union List. Terminal Taxes on 
goods and passengers carried by railway, sea or air ...... Item No. 56 of the 
Sta.te List. Taxes on goods and passengers carried by road or inland waterways. 

(Chapter IV.) 
(iv) ... we would urge the Government of India. to reconside~ the position and 

arrange to transfer the entry relating to terminal ta.xes to the State List ... Should 
the Government of India consider it inadvisable to bring in a constitutional amend· 
ment so ~:~oon after the enactment of the Constitution, we would recommend that 
they might consider favourably any proposal which may be made to them by 
State Governments for the levy and collection of terminal taxes ...... we fear 
th&t even if tl:.is suggestion cannot be adopted, there is no altern~~otive to cctroi, 
as it is the m0st productive single item of indirect taxation available to munici• 
pa.lities.... (Chapter VIII) 

(v) ... we are of the view th~~ot the Sa.les Tax should remain wholly a. State 
eourco of r~venue, • ., (Oha.J>ter XVII) 
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Explanaticn. The Committee has sug~ested that house tax should be levied 
compulsorily in all towns and villages, and it bas agreed to tbe · continuance of 
octroi simply because it is a highly paying tax and it is not possible to replace it 
by any other tax, otherwise its abolition would have been recommended. Termi
na.I tax which is similar to octroi and is levied at lower rates on a limited 
numher of &rticles with certain other reqtrictirms, is !'lnggested to be imposed 
in place for octroi as a lesser evil, provided that the Central and State Govern• 
ments permit the l()ctJ.l bod;es to avail of thiR source of revenue becanse Terminal 
Tax !<:Jviable on goods and passengers carried by rail, air or sea. is in the Union List 
ar.d Terminal Tax leviable on geods- and passengers carried by road or inland 
waterways is in the State List. Sales Tax is proposed to be the sphere of 
the State Governments exclusively without any claim over it by local bodies. 

Reasons for. Disagreement. These four taxes are of a. highly controversial 
·nature and there is a long history of the struggle over these taxes which started 
between the Government and the people during the early period of the East 

·rndia Company and continued upto the present nay, and public agita.tion is ev.en 
now going on in certain parts of India. against the levy of these taxes. The 
Committee has not deemed it worthwhile to study this controversy in detail and 
examine the underlying policies of the Government on the one hand and ihe 
root causes of the opposition of the people on the other band. The prejudices 
based on the British l:lystem of local ta11'ation and on the theories of the orthodox 
·economists of the West, prevailed at the proceedings of the Committee and the 
idiocrasies of the inhabitants of India were entirely ignorec1 while considering 
the relevant merits of these different forms of loc!ll taxes. No effort was made 
to discover if there was anything in the Indian system of local finance which may 
be worth retaining in the interest of local admini 'ltration or for the convenience 
of the taxpayers. It is in my_ opinion wrong to follow western economists blindly 
without enquring how far their the0ries are applic!loble to Indian conditions of li fa 
and I strongly deprecate this p::>licy ancl procedure in dealin~ with imp::>rtant 
public afhirs of India even after the British authorities have left the country and 
a National Governmet has como to power. · 

. History of these taxes. An important fact to be c0nsidered in this connection 
is that the ancient system of nctroi was popular throughout India. and was rephced 
by the English system of bouse tax levied on the rental VPJue basis forcibly a.g'l.inst 
the wishes of the people in the Presidencies of M~dras, Bomb!loy, Bengal and Bihar 
and everywhere the local inhabitants had seriously protested against this change in 
the system of l0cal taxation, and had resorted to the device of hartals a.nd other 
forms of public dem'Jnstrations, but were helpless in the .face of the armed streng~.h 
of the East India Comp1ny. In Northern India, however, which was the hst to be 
conquered by the British autt.orities the opposition offered by the reople was 
rather stiff and active. Iu one case passive resistauce was observed on a large 
scale and abau~ two lacks citizens stayed day and night in open fields for about 
a fortnight in the cold weather praying to God, for the withdrawal of the ordars of 
the Government regarding the levy of bouse tax upon them. In another case tbere 
wa.s a pitched battle between the trainecl British sol·liel'S and the unruly mob of 
lccal inhabitants resulting in losa of life on both sides. So the Government was 
obliged to amend its policy ar.d shw down the process of changing octrui into 
house tax- by gradually bringing indirect pressure upon local inhabitant~. by 
,various device3 one of which was to introduce terminal tax which is similar to 
octroi aiming at reducing the incnme of Iccal bodies from this source and there
by indirectly f11rcing them tv introdtlca house tax to make up for the bss of inc-:Jme 
from octroi. The process of change in the system of Jocal t•1"1:ation is still goir[l 
op slowly and steadily becau!'le the policies of the ilrosa~1t fh.y Sc3ttE) Government::~ 
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are essentially the sa.ma as those . of their predecessors of the Brithh. 
regime, in respect of important matters affecting the administration of loca.l 
bodies. 

In the course of this chequered history of local taxation . in Inilia, tht 
Government of India. and the Provincial Governments h&d carried on voluminous 
correspondence a.nd adopted numerous measures, executive as well as legi,;la.tive, 
and interesting arguments were advanced from time to time by interested parties 
for or against these different forms of loca.l taxation. Even some of the experien• 
ced British administrators ha.d expressed their strong disapproval of the policy 
of the Government in this matter, and some of the Provincial Governments had 
also prote~ted against the prop1sa.ls of a.bc>li'lhing octroi and enforcing house tax, 
The following is an extract from a letter written by the Punjab Government 
to the Government of India., commenting upon the report of the Indian Taxation 
Enquiry Committee which ha.d recommended the levy· of house tax in pla.ca of 
octroi and terminal taxes. 

· Extracts from a letter of Punjab Government. 
"The subject ••.•••••••.• has been dealt with by the Indian 'Taxation 
Enquiry · CommHtee in paras 397 to 410 of their report .•.••••••••.••• 
In para. 391, these forms of taxa.tion (i.e. octroi and terminal taxes) 
are condemned unreservedly as offending against all the canons of 
taxation, but the grounds on which this condemnation is b!losad are a 
pri?ri grounds based on theory and in the very brief survey of the his
tory of these taxes contained i'l para 399, no attempt bas been made to 
ascertain why 'the history of octroi and terminal tax is one of many 
expressions of· pious opinion accompanied by little in the way of 
practical_ action.' Had a careful examination of that history bean 
made, it is doubtful whether the Committee would have discribed it 
in those terms or would so unreservedly have condemned these taxes 
and such is the importance of the matter that .......................... . 
Nowhere in the whJle c1rresponddnca extending over 60 years has 
any proof been given that these forms of ta.xation ir. fact constitute 
a burden on trade. It is alw tys assumad that this must be so, but 
no examination of tr~t.da statistics has ever been attempted in order 
to prove this thes:-s, wh1le there is ample proof that inspite of these 
forms of taxation, trade has so enorm'>usly increased. The fixed idea. 
on the subject o! the harm d:Jne by transit duties, dates of cJurse 
from the days before there were railway!:' ; the main trade routes 
were roads and rivers, and if merchants bad to pay dues in every 
town situated on these routes through which they passed, trade 
inevitably suffered. Nowadays, however, thera is practically no 
such trade ; towns may be the collecting places of country produce 
for export or distributing centres for imported articles but through 
trade in the true sense of the term g:Jes by railway, and is abs0lutely 
unaffected by octroi or other such taxation at places between its 

. starting point and its destination with the exception of the ports. 
The proposition that octroi and terminal taxes injure through trade 
would therefore, even if true, be irrelevant. The argument againsli 
these forms of taxation involves moreover the further assumption 
made 'throughout Taxation Enquiry C.Jmmittee that these taxe! 
C'Jnstitute a heavier burden on trade than direct taxes. Again however 
no proof of this assumption is forthcoming and the Punjab Govern· 
mant cannot conceive that any reasonable person could contend that 
the light octroi &nd terminal taxes levied in this Proviuce are any· 
thing like the burden on trade that the rates in Great Britain cons
titute. This b'!lrden of the rates on industry and commerce in Great-
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Britain is a. oonstamtly voiced complaint, and in the opm10n of this 
Govenment, it would be no kiml.ness to attempt to habituate local 
bodies in this country to a system which h~s in it the potentiality ~of 
such disastrous strangling of industry and commerce ................. . 
The prohibition of the levy of octroi in small towns has on various 
occasions meant the death of seH·governing institutions in such 
towns, while raising of the prohibition has meant their re~urrec-
tion .............. there are no funds available for many sanitary 
improvements which are a crying -need ............... and the local sel£-
governmeut institutions which have been set up are to a great 
extent a mere mockery.: ...... .'' 

Different forms of octroi and their implications. Octroi in 
its original form as prevalent in India, was a tax levied on all articles 
entering a town at a- low rate with reference to the prices of the articles, 
but it was not levied on goods which were simply passing through the town en· 
route to some other place, nor it was re{~nded if the goods were re-exported from 
the town ; weight or tale basis of assessing the tax was adopted in special cases 
for reasons of administrative convenience, and if the amount of the tax was too 
low in individual case!'!, it was not collected. It was popular, sanctioned by ancient 
custom, understood by every one, easily manageable and it fell lightly on the 
tax payers without causing ha.rdship to anyone. The Brittsh authorities introduc
ed numerous innovations in it one after the other, in such a '\\ay, that most people 
even in the service of municipalities including senior officers, do not fully understand 
the different forms of octroi and terminal taxes and their implications. In 1864, 
the Government of India restricted the levy of octroi to a few articles of local 
consumption such as ghee, firewood, fruit, vegetables, fowls, eggs and animals for 
slaughter in the town. In 1871, a few more articles such as piecegoods, textile 
fabrics and articles of metal were added to the list of articles on which octroi 
might be imposed. Later on the levy of octroi was restricted to those dutiable 
articles which were brought for cC~nsumption or use in the town, i.e., those brought 
for sale in the tO\vn were exempted from the levy of octroi. In order to provide a 
safeguard against the levy of octroi on goods sold in the town, a system of refund 
of octroi in respect of goods exported from the town was introduced and the muni· 
cipalities were required to provide bonded warehouses for stocking the goods of 
traders. After some time the system of refund and warehouses was also condemned 
and articles were subjected to octroi on the basis of what was called the compro· 
mise system or the reduced rates system under which very low rates were fixed 
according to a formula. Some time later terminal tax was introduced, which 
was leviable oa imports as well as exports and was generally cJilected by railwa.y 
authorities on the weight basis, on behalf of municipalities. The rates of terminal 
tax ware very bw, the number of articles on which it was imposed was restricted, 
the classification of goods was the sa.me a.s adopted by railway authorities for their 
booking purposes, and other conditions were laid down by Government from time 
to time. Later on terminal taxes leviable by railway authorities were included 
in the sphere of Government of India. and their extension for municipal purposes 
was prohibited. Octroi was permitted to be levied again on goods brought to the 
town for sale in addition to those brought for consumption or use in the town. 
Terminal tax leviable on goods carried by road is however in the State List. 

The present pJsition is that different forms of octroi and terminal taxes are 
levied in different municipalities. It was desiro.ble that before arriving at final 
decision, the 0Jmmittee should have examined all the complications and implics.tions 
of the different varieties of these taxes in the same manner as the different 
aspects of the problem of levying house tax on different classes of properties were 
scrutinised under a. number of separate chaiters of the Rep01 t. At any rate, the 
proposal of continuin~ the levy of octroi and exten<liPS tLe levr of t~r!Jlin&l tax, 
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ha.ving been agreed upon, it was necessary to tieal with their details in order to 
discover and suggest scope for improvement in their assessment a.nd collection and 
increase in the income derived frcm them. Some of the importa.nt features of 
these ta:xes deserving close scrutiny are (i} different systems of octroi with or 
without refund, and of terminal taxes on imports or exports leviable on goods 
carried by rail or by rua.d tra.nsport, (ii) classification of articles for levying the tax 
(iii) exemption of certain articles from payment of the tax (iv) different basis for 
assessment of the tax such a.s ad valorem, waight or tale etc. ( v) determining the 
rates of tax for diffarent articles, (vi) difficulties experienced by tax payers in 
making payment of the tax or in receiving refunds, (vii) effect on municip1ol fina.nces 
(viii) administrative arrangements for the management of the tax (ix) cha.nges 
introduced by the GJvernment from time to time and their underlying policies 
(x) the point of view of the general public, etc. 

Having dealt with the historica.l b!l.ckground·.of these ta.xes, I give below my 
a.rguments for disagreeing with the views of the Com!llittee :-

(i) Burden on taxpayers. Octroi is pa.id by tra.ders who ha.ve the ca.pa.· 
city ~o pay ; its rates a.re so low that it is taken lightly as if forming part of 

·the cooly and carriage charges of bringing the goods from outside place.J i and it 
is levied at a. time when it is convenient for a. tra.der to pay it i.e. when he is 
actually engaged in trade and has spared the money required for purchasing the 
goods and bringing them into the town, a.nd not at a. time when a. trader 
may be sitting idle. H:mse tax on the other ha.nd is paid by all classes of people 
irrespective of their paying capacity J,e, even by widows, by unemployed persons 
and by those who live on charity since they must also occupy houses as a matter 
of absolute necessity of life· The ra.tes of house tax are very heavy as compared 
with octroi a.nd it is levied even on vacant houses i.e. even a.t a. time when it is 
not convenient for the owners to ~y the tax. Therefore house tax couses consi· 
dara.ble inconvenience and ha.rdship to taxpayers while octroi is not felt as a. hea.vy 
burden by those who pa.y it. 

Houses are poor indic!l.tions of the paying capacity of their owners or 
occupants. A poor ma.n with a. large family may have to occupy a. la.rgar house 
than a. rich man with a. slhall family. A petty businessman like a. potter may 
require la.rger premises tha.n a. money lender for carrying on his trade. Persons 
.whose income is me1.gre m!l.y be owners of houses beca.use their· forefathers who 
were rich had built them. Widows may inherit the property of their husbands 
but not their earning ca.pacity. Poor people suffer more from house tax tha.n 
from octroi, beca.use the burden of house tax ca.n be easily pa.ssed on by owners 
to tenants, but octroi duties a.re so small that they do not affect the prices o¥ 
articla3 m1oteria.lly. MJre lVer prices depend upJn supply a.nd dem~~ond and a. 

number of other factors over which the traders may have no control. These are th 
reasons why the local trading classes in different p~~orts of India. ha.d, on differen / 
occasions in the past, represented to the British authorities that whatever money is 
required by the Government should be realised from them in the form of octroi in 
order to save poor inhabita.nts who are not able to pa.y a.nything by way of 
house tax. 

(ii) Basis of assessment. The basis of asseasment of octroi is simple, real 
and ea.sily a.scertaina.ble, and it leaves no scope for showing undue favour to 
one a.nd injustice to another, since the prices of articles are known 
and it is not possible to charge more or less in any case without showing different 
prices for the sa.me article in the octroi registers. ·. On the other ba.nd, 
the a.ssessment of house tax is difficult, hypothetical a.nd unreal and 
it is liable to be calculated more or less according to the opinion of the 
a.ssessing authority, thus le1viag ample saope for fa.voar or injustice in any close, 
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The actual rant paid and res.Iised is not the ba.sis of levying hou!e ta.x. The le~al 
basis is the reasonable rent which in a. number of cases is determined by guess work 
or by rough comparison with other similar buildi11gs in the same locality. Sometimes 
the basis of assessment is the capital value of the la.nCi and cost of ()onstruotion 
of the building which is impJssibla to estimate correctly especially in the case of 
big buildings or old buildings. Sometimes the profits or the total output of bus· 
iness of the trade or industry curied on the premises form the basis of assessment 
and in such casas it is a. misnomer to call it a. house tax; a tax on trades. and 
industries would be the proper desigoa.tion for it. Complicatad adminh.trativa 
machinery has to be devised for assessment of property ta.x and there is a lot of 
litigation a.nd corruption going on in the sphere of this tax as compared with octroi. 
While there c&n be no two opinions on the prices of articles which are actully 
being purchased and sold in the market, avaa the best experts may differ vary 
greatly on the va.lua.tjon of lands and buildings. Even the word "house" is an 
undefinable thing. Some I•Jple ha.va d;finad it a.s imm::.veabla furniture. And 
opinionli differ as to whether machinery, electric fittings and move!l.ble furniture 
forming part of a. house a.nd taktln into accout for calculating the .rent payable 
by the tenant to the owner, should be cuusidered as part of the house or not. 
The practice iu this ma.tter differs in differnt places. In view of such different and 
doubtful methods c•f !.3sossment of house ta.x th'3re is no Wcmder that influential 
taxpayers t&ka undue advantage and poor people suffer undue lirardship. The 
Calcutta Corporation InvGstigatbn Committee bas ·estimated the loss of the 
Corpora.tiou frum house tax amounting to 5J per cent. and Mr. Manu Subedar 
is reported to have arrived at the sa.m3 fig11re in the Close of Ka.upur Muuicipa.l 
Bo!l.rd. Octroi is decidedly free from such stag~ering c•lmrlica.tions and l11a.kages 
of revenue. The question of disJutes and arreus does not arise in the cass 
of octroi which is lev1ed and collected thtln and there ~ ... nd in case of any troubla 
over payment the goods can be detained at the ba.rriar or sold in the market 
without any diffiuulty, and the whole process is over in & few minutes. 

(iii) Burden on trade and industry. The cb&rge of octroi acting as a. hea.vy 
burden on trade and industry is always a.ssumed to be self-evident without 
reference to relevant faots a.nd sta.tistics. As a matter of fac~ neither the rates 
of octroi a.re high, nor is it levied on through traffic. Rather the &mount collected 
by this light duty is spent for providing marketing a.ud travelling facilities due 
to which tra.de prospers. The frequent interferences of the Government in the 
system of octroi a.s originally lilvied in India, had however brought into exis
tence certain undesirable features whichwere not favoura. bla to the interest a of 
trade. - For instance li) the orders of the Government for' exempting a. number 
of articles from the levy of octroi, and for reducing the rates of the tax· on certain 
articles to a. nominal amount, resultad in appreciable increase in the rates of the 
tax on the remaining dutta.bla a.rticle3 in order that tha loss of income ca.used 
by the enforcement of such orders should bs recouped. (ii) The introduction of 
weight ba.sis instead of a.d valorem basis, thereby charging the same &mount of 
tax on different articles of equal weight irrespective of tho difference in their 
prices, led to cJnsidera.ble increa.se in the tax payable on comparatively chea.per 
articles which could n'Jt bear the burden of it. (iii) The system of wa.rahouses _ 
a.nd refunds brought in its wa.ke a. numbar of evil practices which ca.used tremendous 
amount of wurry and inconvenience to tra.clers. · (iv) The innovation of levying 
taxes on articles of through tra.ffio in the form of terminal taxes and under the 
compromise system of octroi, pla.oed uunac'3SS!lory and uajustifia.ble burdan upon 
through trade. (v) Tne system of levying termina.l taxea on exports in ma.nu· 
facturing towas amJunted ta levying a. tn on industries. Octroi duty i::; not 
leviable on exports, or on the production of industrial concerns situa.tad within 
~pe towns. Rather the income. from octroi is. spent. for. providing .a. number of 
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municipal amenities which are nacessa.ry for the growth and prosperityof industries. 
lt is therefore wrong and unfair to attribute to octrui the harmful ·effects of 
mishandling of octroi duties by the Government of India. and by Provincial 
Governments from time to time. 

On the other band the bunden of house tax on tra.de · and industry is so 
heavy that it is deemed to be unbearable in England where the Government has 
'bean obliged to afford relief to industry and commerce, by ordering reduction 
of rates levied on industrial premises, and compensating the municipalities by 
payment out of the revenue of the Gc~vernment. The reason is that the assess
ment of such premises is made on the ba.sis of profits, or output of business or 
such other considerations which work out to big amounts. 

(iv) Yielding capacity and elaaticity. Octroi &lone is ca.pable of yielding 
1uoh hea.vy income to local bodies that there will be no great need of Govern· 
meat assistance by WilY of grants in a.id and assigned revenues, nor will there· 
'be so great a necessity for levying numerous· taxes · 9n poor· and lower middle 
~classes 'of people such as profession tax, ta.xes on carts, rickshaws and cycles 
a.nd taxes on travellers and strangers who put up in hotels. Octroi is also a 
highly ela.stic from of tax, since the income from it rises or falls with the rise 
'or fall in population or in the prioss o~ commJdities, a.nd automatically adjusts 
itself with the rise or fall in the cost of amdinistra.tiou. Supposing there is rise 
in the population of a town, due to which the municip!lolity has to spend mJra mJriey 
.on sanitation, eiucation, medical aid and other amJnities of life, the . income from 
octroi will also rise simultaneously because more goods will be brought into the 
town for the requirements of the a..:lditional popula.tion. If the pricas of articles' 
rise and the cost of administration also rises on that accJunt, the incame froai 
octroi will also rise a.utomltioa.lly beoa.~ss it is levied with reference to the prices 
of articles. 

On the other band the bouse tax is neither elastic nor yielding a. heavy 
iuc:lma. The construction of houses doss no~ keep pace with the increase in popu
~lation as it requires timl and facilities such as la.ud, building m'l.terial, capita.! 
and labour. 'fhe additional, population accomodatas itself mostly by over crowding 
.the houses already existing in the town thereby adding to the burden of municipal 
administration without increasing the municipal income from house. tax. The rise 
iu the prices of commodities which increases the cost of administration immediate· 
'ly, d,les not increase the income from house tax which is not laveied with· reference 
to such prices. H0use tax mu'3t be levied at too high rates-may be at cant per 
,cent. of rental value and even more in many cases-in order to yield the same 
.am)unt of income as octroi, for the simple reason that housss in lndi&n towns are 
. mostly of low rental value, constructed as they are of katchhn. and chsa.p material~ 
It is only in a limited number of towns where CJstly building a.re situa.ted, 
.tha.t house hx yields good income. On purely financial cx1siderations, therefore, 
.house tax is not a good tax as compared with octroi. 

The advantage of a.utomatic adjustment of the octroi revenue without alter~ 
ing the rates at which it is levied, deserves spacial consideration in view of the 
abnorm'lol incre~se in the population of . Indian towns and in the prices and 
.wages, during the last decade due to war, partition of the country and other 
causes, and corresponding increase in the cost of municipal administration. The 
local b:ldies h'love not been able to cope with this additional burden upon their 
administration for W!lont of elastic sources ·of revenue !Lnd fra.ntic efforts 11.re baing 
m!l.de in va.in the discover fresh sources of taxation instead of quietly availing the 
m0st ela.stio and high yielding source of revenue pla.ced exclusively at the disposal 
of local bJdies, well triad, and sa.nctio!led by ancient usage. There are a few 
municipalities in the non·octroi states of India which still·enjoy the· benefit of ootroi 
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since ancient times and serve as eye-openers to the neighbouring municipalities 
whose representatives were tempted to suggest in the course of their evidence 
tendeted before the Committee in Orissa and Madras that they may also be per
mitted to levy octroi in their respective towns. Even the Honourable Mr. H.K. 
Mehtab, Minister for Industries in the .Government of India, who was then 
Premier of Orissa, wnile referring to the difficulty of raising enough funds by 
w~y of house tax due to low rental value of houses situated in Cuttock, the ca.pHal 
town of Oriasa, pointed out in the course of his informal talk with the members 
of the Committee, -that he had come across ample evidence in the old scriptures 
that octroi duties were formerly levied on good~ entering Cuttock and the octroi 
post was situated at the crossing of the river which fhws by the side of the town, 
and he suggested that octroi duties should be revived by the municipalities, as they 
were levied in ancient India but were abolished by the British authorities. The 
success or failure of local seiC·government in India very largely depends upon the 
selection of octroi ot bouse tax, for municipal purpoEes. The past history shows 
that hundreds of munioiralities in smaller towns bad to be abolished in runjab ' 
and other places simply because octroi was abolished and it was not possible to 
raise enough Cunds by levying house tax or any other taxes for municipal 
purposes. 

(v) Climatic and economic conditiDns. Ir:dia is largely an agricultural 
country inhabited by poor people and the climate is bot for the groater part o£ the 
year. Most of the inhabitants can afford to construct only cheap katchba houses 
which also remain cool in hot weather. The European countries on the other hand 
have cold climate and are hL~hly industrialised, so that big pucca buildings are 
suited to their conditions of life. Therefore houses of low renta.l value are found 
in most of the towns of India and houile ta.x levied on them is not likely to yield 
sufficient income. It is wrong for the Committee to suggest extension of house tax 
in all towns of India. on the ground that it is levied in the Corporation towns which 
bear no resemblance with other towns in the matter of housing property. 

(vi) Ancient customs and traditions. It is recorded that once the 
local inhabitants of a town in India.'submitted a petition to the Governor·Genera.l 
setting forth a long list of arguments aga.inst home tax, and 011e of the arguments 
stated in that petition wa.s that " ..... .in accordance with the Shaster and the 
Shera i, e. the laws of the Hindu and Mohammadans, the houses are reckoned a.s 
·one of the principle necessaries of life and are not accounted disposable property, 
Even creditors cannot claim them from us in satisfaction of their dues and in 
this country in the times of Hindu and Mohammadan princes houses were not 
rendered liable to contributions for the service of the State. In the beginning. the 
English Government had also made it a rule that in the sale of Estates, to realise 
the public revenues, the houses of landholders wen to be exempted ... " ... Now· 
adays also in cases of attachment of property of debtors by their creditors, certain 
articles such as cooking utensils etc. are exempted. Hence the principle of ex
empting certain things on the rlea of thei-r absolute necessity for physical axis· 
tence or for maintenance of earning capacity is still observed in the laws of this 
country. Housing accommodation being a primary necessity for existence next 
only to air and water, it was the custom in India that every body rich or poor 
should have his own house, and even the beggars were owners of their houses. 
Hotel business was not prevalent in India as it is in Western countries, and con• 
struction of houses for the purpose of Jetting them on hire as & regular lucrative 
profe!jsion is only a recent development in big towns. 

(vii) Serious house famine. The people of Indi& are at present suffering 
from a serious house {amine regarding which special measures are being taken by 
tpe Government. But the tendency of levying more and more taxes on buildings 
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will undoubtedly increase rather than decrea.se the sca.rcity of. accommoda.tion. At 
present three different ta.xes are levied on owners of buildings na.mely, bouse tax 
by municipalities, urban immoveable property tax by the States and income ta.x 
by the Union. Accommodation for any purpose is difficult to be bad even on pay
ment of exhorbitant rent, because a. heavy amount bas to be paid as premium 
in the form of pagree or sa.la.mee, in advance in addition to rent. The process of 
accumulation of housing property into the bands of rich persons is going on rapidly. 
Even Government find it difficult to get sufficient accommodation for their offices 
and for the residance of their officers and servants. The ~ocial and economic life 
of the country has been awfully upset for want of accommodation. Most people 
live in constant worry about accJmmoda.tion and are unable to devote their full 
time and attention t() their work amounting is a huge national waste of human effort 
and energy which India. can ill afford at the present moment. L1khs of respect• 
able families are forced to live on foc•tpath, in motoi: garrages, and in other places . 
which are unfit for human residence lea.ding to ins~mtation, disease, immorality, 
misery and serious discJntent. The plans and programmes for the development 
of the country ca.nnot make sa.tisfa.ctory progress without solving the problem 
of accommodation which is a. preliminary requirement for all purposes. There 
are numerous cases of refugees who obtain loan from the Rehabilitation Ministry 
for starting a. business, and invest the whole or major plrtion of the loan iu 
payment of pagree t J secure premises required for residence ar:d for busi
ne3s with the result that they cannot repay the Government loan. A refugees' 
leader who was exa.mined by the Committee, was vehement in complaining 
about housing scarcity and pressed that no house tax should be levied sa 
lonifas this problem is not solved. 

Terminal Taxes, These ta.x~'s do not really belong to the local bodies. 
The suggestion of including them in lac!lol taxa.tiori is ba.sed on ignorance of what 
they are. Although they resemble octroi they are different taxes altogether.' A 
terminal tax as the word "terminal" signifies i~:~ a. tax levied on goods when they 
start from or arrive at a. terminal station in their journey from one place to another. 
It is levied by carriers i.e. by railways a.nd other transport authorities on the goods 
carried by them to cJver the cast of !Ja.ding a.nd unloading and use of gaJds station. 
Thia tax: belongi! to the category of fare and freight cha.rges. It fs also leviable on 
passengers and animals travelling from one place to another. Octroi on the other 
hand is leviable hy local bodie3 on goods entering the town for consumption, use 
or sale therein and n0t on g)ods which only pass through the town enroute to soma 
other place. Both the taxes ca.n be levied simultaneously on the same g)ods. The 
Government of India. ha.d started levying of terminal taxes by railway authorities for 
the purposes of local bodies. It was unfair to do so, but it was intended to serve a. 
special purposes which need not be discussed here. It is desirable tC'l introduce' 
cJrrect systems and correct nomenclature for our taxes. Octroi without refur:d 
would serve the purpose of levying terminal tax on imports by local bodies. ln 
case it is intended tu levy a tax on export from a town or a. tax on passengers 
entering a town, a separate provision should be made for that purpose instead of 
misusing terminal taxes for municipal purposes. At present terminal taxes are 
divided into two parts, those leviable by the Union and those leviable by the States, 
according to the means of transport falling within their resJY3ctive spheres under 
the Cunstitution, i.e. terminal taxes leviabl~ in respect of goodl! aud passengers 
carried by ra.ilwa.y, sea. or air are placed iu the Union List and terminal taxes 
goods and pa.ssengers carried by road or inland wa.terways are placed in the State 
List. Tba Committee has suggested that both kinds of terminal taxes should be 
exclusively available for the local bJdies. It is evident that this suggestion of the 
Committee is wrong and unnecessary. 
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iliNUT:BS-OP.. DlSSEN! 

Sales Tax. Goods brougM a.nd ·sola in a. town a.re subjected to the levy 
of two taxes at a. certain percentage of their prices. 'I'bese taxes are octroi a.r,d 
sales ta.x, the first of which is levied by municipalities a.t the time when the goods 
are brought in the town, a.nd the second is levied by Government when the goods 
are sold in the town. If one of these taxes is abolished, the rates of the other can 
be increased proportionately without increasing the burden on the tax payers. 
Therefore sales ta.x levied by State Government is an encroachment upon octroi 
which is the sphere of revenue allotted to municipalities, and the scope for increas· 
ing municipal income by raising the rates of octroi is reduced by the levy of sales 
tax. The CJmmittea should have sugge3ted the rem.Jval of this encroachment by 
Government ori the resources of municipalities, as it has done in respect of a simi· 
lar encroachment by Government in the form of urban immprovement property 
tax which is levied on the same basis as house tax namely, a.t a. certain percentage 
of the rental value of lands and buildings situated in tbe towns. 

The difference in the two cases of encroachment is that whereas the t~7hole of 
the urban immoveable property tax is an encroachment upon the house tax, the 
whole of the sales tax does not constitute an encroachment upon octroi. The 
reason is that sales tax is levied on g1ods !'old in the town which may include goods 
manufactured and produced in the town, in addition to goods which are brought 
from outside and sold a.s they a.re. Octroi is not leviable on goods munufactured 
or produced in the town. Sales tax may also be levied ·on a.ny gJodS which may 
ha.va been brought from outside but may have been exempted from the levy of 
octroi under the rules and orders f.Jr time being in furce in the town concerned. 
Octroi too has a sphere which is not c,wered by the sales tax, since certain goods 
subjected to the levy of octroi may not be. sold in· the town but may be directly 
considered or used therein, and it is also possible that any goods subject to the levy 
of octroi may be exempted from the levy of sales ta..: under the rules and orders 
which may be in force for the time being for the levy of these taxee in the town 
concerned. Therefore it should be clearly understood that the encroachment by 
sales tax over octroi takes place only in so far as both these taxes are levied on 
g.Jods brought and sold in the town, and my objeciiion to the levy of sa.le:~ tu 0:1 

the ple<J. of encroachment over oct.roi is limi~ed to that extent. 
As regards the step:~ to be ta.ken for preventing sales tax from being 

~avid on articles which ·m'l.y b3 subject to p!l.yment of ot:troi, it would appear 
that it would be difficult for sellers a.nd purchasers in tha town to distinguish 
betwern octroi g·Jodil and sales tax g)ojs. I would therefore suggest the 
abolition of sales tax alto~ethar beca.use the other sphere of sales tax which 
is not covered by octroi relates to goods manufactured or produced in the 
town, and is already the sphere of excise duties. If it is ·desirable to derive 
greater revenue from a tax on g1ods manufactured and produc~d in towns, the· 
rates of excise duties already levied may be increased and the·. levy of excise 
duties may be extended to other articles manufactured and ptoduced, which 
m<~.y not ba already subjected to the payment of such duties. Even if it 
is decided that the SJurce of octroi duties must also be availed for the pur· 
poses of the State Government, the proper C)urse for the Government is to 
raise the rates of octroi duties levied· by muncipalities and to order the add· 
itional income from octroi to be given over to Govemment by the muncipalities 
concerned. It jg obviously objectionable to encroach upon municipal revenues 
indirectly under the guise ·of lev-ying a. sepau.te tax under a. clifferent nam~. 
Underhand methods should be discarded and what is proposed to be done 
by the Government in the sphere of local finance, should be done openly in 
a straightforward manner, so that there may be .no misunderstandin~ about 
the exact sphere alloted to local b1dies and about the restrictions plac:Jd on 
it by the Government. Another objectionable- teatme.:..·-6f this encroachment 
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JllNUTES OF DIISll:NT 

is that a separa.te staff is engaged for this purpose, which involves waste 
of public money in the shape of salaries, allowances and other expenditure 
of additional staff, besides leakages of revenue and unnecessary inconvenierce 
and hardship to the ta.pxayers who have to deal with two separate ta.xing 
authorities instead of dealing with one. A similar porcedure was adopted 

. by the Punja.b Government for encroaching upon the sphere of house tax, 

. by levying urban immoveable property tax and setting up a separate estab
lishment in addition to the establishment maintained by municipalities thereby 
causing \Vasta of public funds besides leakages of revenue and hardship to 
taxpayers. It was quite easy to collect the urban immoveable propert.y tax 
through municipalities as is done by the Government of Bombay. I therefore 
sug~est that sales tax should be split up into octroi and excise duties and 
separate establishment for sales tax should not be maintained. 

The sales tax eauses far greater hardship ·to the taxpayers and general 
public than urbl.n immovea.ble propert:;- tax, attd ·~be scope for corruption is 
greater still. The rates of sales tax are exhorhitant as compared with those 
of octroi and it is CJllected in small driblets from petty purchasers including 
poJr persons whose tax paying capacity iii! .7oero. Petty ~hopkeepers a1 e exre::ted 
to be trained accountants and honorary bill collectors of the Government 
on th'3 condithn thlt if any purchasers do not pa.y the tax, the sbor:;keep· 
ers must pay from tl-eir pockets. It is in fact a misnomer to call it a 
sales tax; it should be c!l.lled a purchase tax. Since a l<!.rge amount of the 
tax is mado up of petty itme3 of half anna and one anna each, its efficient 
checking is an imp:>ssibla task and leaves huge StlJp9 for mismanagement and 
cJrrupti m. T.J l-3vy the tax in bull{ as octr.:~i, excise and custom duties i~ 
convenient and economical and a.voip.s harraesment to poor people and petty 
traders. 

I d l n0t objac~ tJ the levy of taxeJ . by Government for the. purposes 
of public administratbn. I am opposed only to the ma.nner of levying them 
and to the encr<)achment upon the resources of local bodies. · Whereas in the 
ultimate analyais all ta.xes fall up:>n poJr peJple. it is desirable not to levy a. 
ta.x directly upJn them as they will not be able to pay it without feeling its 
pinch. It is better to levy a. tax upon those who can pay it easily. Secondly 
a ta.x should as far as possible be levied in bulk and not iu small amounts for 
the sake of c mvenience in collection and economy in administration. It is for in· 
sta.nce advisable to levy the sales tax at the source i. e. at the time when 
goods are ma.nuractured or produced or imported from foreign countries. Even if 
it is desirable to levy the tax on goods after they have left the source, let it be 
levied at the time of big wholesale transactions but not at the last stage when 
tb ey reach the public for consumption in small amounts. 

RECOMMENDATIONS REGARDING THE FINANUEB OF DISTRICT BOARDS, VILLAGE 
PANCllAYATS AND IMPROVEMENT TRUSTS OR DEVELOPMENT BOAfoDS. 

The Committee has recommended that the rates of bcal fund cesses leviEd 
by District Boards on agricultural lands should be raised to 3 annas per ruspee 
in all States ; transport service in rural areas and smaller municipalities should be 
taken over not by local bodies but by Government and a tax on read transport 
passengers in rural areas should be levied by Government and shared with local 
bodies ; and taxes on bullock carts should be levied in villages by District Boards 
and Village Pc~.nchayats. Tw<> c·ompulsory taxes are propose4 to be lwied by Village 
Pc~.nchayats oue of which should ba bouse tax or chulha. tax or tax on circu
mstances and property, and the other should be a sanitary cess, and 15% of land 
revenue is als:J pr.:>p:J'!ed to be givea over to Village Panchayats. A share pf 
entertainment tax aod of terminal tax on pa.ssengers coming by railway, road or 
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inland waterways, is prop:>sed to be given to Improvement Trusts in addition 
to a contribution of 2% of the annual ratea. ble value by municipalities. 

My opinion about the above mentbned recommendations is that they 
should be considered after a decision is made on the future structure of the 
local bodies to which they relate namely District Boards, Village Pc~oncha.yats, 
Improvement Trusts and D.welopment Br:ards. The reasons for urgent re
consideration of the constitution, status and responsibilities of these local bodie!l 
and consequent postponement of allotment of their financial resources are given 
beluW· 

(i) The District Boards were not in existence duriug the pre-British 
period of Indian history, They were newly created by the British Government 
for Epecial functionS' which need not be diecussed a.t this moment. They are 
not local bodies in the true sense of the word, because their area. of jurisdiction 
is so large that they are in fact intermediary authorities between the 
Government and Village Pc~onchayats. The latter are real local bodies which 
were in extence in India. since ancient times, but the British authorities had 
taken special measures for indirectly bringing about their decay in order tJ 
destroy corporate life of the people of India and to tighten thair hold over th'l 
country. Tbese Village Panchayats have to be revived as stated in the Con· 
stitution of India and their future structure has to be worked out im!4ediately. 
As regards District Board3, different sugge3tions have been ma.ie SJ far. One 
suggestion is that they should be ab.Jlished altogether and their functions and 
financial resources should be given over p!!.rtly to Government and partly to Villagti 
Pa.nchayats. Another suggestion is that they should be replaced by District 
Councils to be elected by local bodies within the district rural as well as 
urban, for functioning a.s coordinating and supervisory authority over the local 
bodies without independent administrative functions. A third suggestion is that 
the proposed District Councils should also act as advisory bodies in respect 
of all activities of the Government carried on by officers of different depart
ments within the district. A fourth sugg,:ntion is that they should be only 
joint organisations of the P11.nchayats of each district, to be constituted for their 
joint activities as a. ma.tter of administrative CJnvenience, on the basis of 
mutua.l arrangement between the Panchayats concerned in each case, etc. etc. In 
Madhya Pradesh, the District BJardi ha.ve alraaiy been abolished and Janapad!l. 
Sa.bhas have been established in smaller areas on a new basis which deserves 
deta.ilel CJ!lsiderati m. Ths Ori~s!l. G )Vernmeat has a. scheme of U nchal Sabhas. 
The Assam Government has a. scheme of establishing Pancha.yats each of which will 
serve a. luge numb::~r of villages. Utter Pradesh had made a. huge experiment by 
spending more than a crore of rupees for establishing more than 35 thousand 
Pa.nchayats simultaneously all over the State and the development in the activi· 
ties of these Pancyayats will hive its repercussions on the activities of the Dis· 
trict Boards. Practically in all States, the functions of the District Boa.rds are 
more or less being taken over partly by Villa.ge Panchaya.ts and partly by 
Government and their future is in the melting pot. The question of determining 
the proper place of District Boards under the new set up, is, mora or less, en· 
gaging the attention of different State Governments and it is advisable to work 
out their financial resources after a final dacision has been m!l.de by the au
thorities concerned. Fur instanc:~ if the District Boards are to be abolished, 
the entire land cess will come to P11.nchayats, the question of levying cart tax 
by District Boards will not arise, the transport service will undoubtedly be
long to the sphere of Government and not of petty Panchayats, and thtJre 
will be no need of levying a. tax on road transport passengers in rural areas. etc. etc. 
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(ii) The position of Improvement Trusts and Development Boards also 
requires to be considered in the light of the experience so far gained in their 
working in different places. The Bombay Improvement Trust has been amal· 
gamated with the Bombay Municipal Corporation. In Madras, Nagpur and 
Punjab, the Improvement Trusts have not proved successful so far. Two of the 
Improvement Trusts in Punja.b are recently reported to have been abolished 
by the Government. There is considerable friction between Improvement Trusts 
and local municipal authorities. The general public is also dissatisfied with 
the working of the Improvement Trusts. Different suggestions have so far 
been made regarding the future of Improvement Trusts and Development Boards. 
It is therefore advisable to determine their sources of income a.ftor the future 
position has been cleared by competent authorities. 

RECOMMENDATIONS REGARDING GOVERNMENT ASSISTANCE AND ASSIGNED 
REVENUES 

Ths Committee has recommended that all grants should be given on some defi• 
nite understandable principles, but no indication bas been given as to what 
those principles should be. While the desirability of laying down such principles 
was easily decided upon, it was difficult to work out the details of such princi· 
pies. The fact is that the evils of the system of grants in aid are widely 
complained of and are generally admitted to be true. A search was made for 
suitable remedies throughout the investigations of the Committee in the various 
States of India and the different formulas of giving grants in England from time 
to time, were also examined. But the problem however remained unsolved to 
the last. Hence I m'l.ke the following suggestions in this connections:-

(i) There should be a clear out division of functions and financial re• 
sources between the Government and local bodies, so that loca.l bodies may 
develop a sense of responsibility in administration and Government may not 
exercise powers of control and interference in local affairs and at the same 
time hold the local bodies responsibe for efficiency in local administration. This 
division should be made by an independent commission to be set ·up by the 
Central Government. 

(ii) Grants should not be given except in rare cases due· to some extra.· 
ordinary ci.rcumsta.nces, and should on no account be a normal source of income 
of any local body recurring every year. 

(iii) For the purp'lse of performing certa.in functions of the Government by 
local bodies for reasons of administrative efficiency and con<enience, th'e local 
bodies should function as mere agents of the Government; and the Government 
should pay for the expenditure incurred by local bodiGs for the preformance of. 
such functions and also exercise such powers of supervision and control rela.t· 
ing to them as may be decided upon in each case. 

The greatest advantage of the above arrangements will be that the looal 
bodies will give up the habit of depending for everything upon Government, 
and will develop initiative in administration and get genuine training in the art 
of self-government. They will no longer be able to throw the blame for ma.l
administration of local affairs upon the Government nor will have a cause for 
complaint against the Government for interfering in Ioca.I administration. There 
is no doubt that grants are invariably misused by Government for exercising 
undue control over local bodies under the threat of reducing grants in c&se a. 
local body fails to comply with undue demands of the Government. This is 
an objectionable practice and mimates against the spirit of local self·govern
mf'nt. If Government control over loca.l bodies is desira.ble in the interest of 
L!Otlnd e.dministr~Hon, let the Government justifr it hl- the Le"isla.ture lljnq 
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secure such control and exercise it openly in a straightforward manner and 
not ur.der tl'e shelter of Governmeht grants. Underhand methods in dealing 
with affairs of local self-government must be discarded altogether if it is desirable 
that local self-government should develop in this country. Grants are sanc
tioned arbitrarily and decision regarding them is o{ten influenced by political, 
communal, persrmal and va.rious other extraneous considerations not connect
ed with the administration of local bodies. The evil effects of grants and other 
forms of Government assistance are of such a nature that this c!l.nnot be 
mendel but they can be ended as bas been suggested above. 

MISLEADING STATEMENTS OP MEMBERS' VIEWS IN THE REPORT. 
While recording the recommendatiqns of the Committee in the final draft of 

the Report, indications were given, in many cases, of differan.t views expressed by 
one or two members. In my opinion, this should not have been done, because it. 
would cre!l.te a wrong impression upon the readers that all other members 
agreed to the particular recommendations, and also that wherever no such indi· 

-cation of different views of any members is given, the recommendations of the 
Committee were unanimous. The fact is that differences of opinion were not 
recorded in respect of all the recommendations of the Committee, and even 
in cases where differences were recorded, they were done in respect of or:e or two 
.members only and not in respect of other meu;~bers who were present and 
had expressed different views, nor in respect of members who were not present 
at the meetings. The proper course was to record only the majority decisions 
and to leave all differences to b& expressed in minutes of dissent I bad brought 
this matter to the notice of the Committee and suggested tha.t all references to 
the different views of one or two members should be deleted. The reasonable
ness of my proposal was admitted by the Committee yet I regret to note 
that the corrections suggested by me were not mll.de in the Report which was 
signed and submitted to the Government: 

SUMMARY OF IMPORTANr POINTS. 
The above discussion of the findings of the Committee bas made it abundantly 

clear that there is a fundamental difference between the point of view of the 
Committee and that o~ mine. Important items of this difference dealtwith 
in this note, are summarised below:-

(i) I h0ld that the real problem of local finance has not been touched 
at all by the CJmmittee and its report does not· show the financial position 
of local b0dies as it is and as it will be after the implementation of its 
recommendations, because I consider that financial position means not merely 
the inc1me but the income in c1mp!l.rison with the amount of necessary ex
penditure ~equired to be incurred by local b:>dies, and the term financial problem 
means the shortage or income and the existence of certain difficulties in the 
way of raising adequate funds for local bodies. The Committee did not look 
at the matter from this angle of vision. It only collected the latest avai· 
!able figures of income of local bodies and considered suggestions for increas· 
ing . the income by such measures as were likely to be accepted by State 
Governments, and it also compiled suggestions for vesting the State Govern. 
ments with all subPtantial powers in respect of local finance. It did not even 
indica~e the amount of increase in the income of local bodies proposed to be 
brought about by implementation of the suggestions made by it, nor did it 
consider the expenditure which is actually incurred and which ought to be in· 
curred by local bodies. It did not deem it advisable to enquire why the income 
of local bodies has remained stationary while the income of Government has 
increased to three times of what it was before, wha.t ace the obstacles in the 
way of development of local revenues and how they can be remedied. Assumirg 
that the income of local bodies ~hould a.lso bave risen in the same proportion 
as that of the Government, in order to keep pace with the rise in the oost of 
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public administration due to abnormal rise in prices and wages, it would ha.ve been 
Rupees 129 crores instead of 43 crores, and the Committee should have kept 
this target in view in compiling suggestions for increasing the income of local bodies 
and should have measured the value of its recomendation with reference to it. 

(ii) In my opinion, the devices for improving the financial position of local 
bodies should not have been restricted to the raising of more income only. The 
Committee should have considered suggestions for improving the financial position 
by economies in administration, by changes in tile .structure of local bodies, by re· 
distribution of functions between local bodies and Government, and by .... determining 
preferences in the development of different local eervices and local works some of 
which are profitable some are self-supporting and some are a burden on the general 
revenues of local bodies. 

(iii) A clear cut separation of the responsibilities and resources of local 
bodies from those of the Governmen-t should also h~ve been suggested by the 
Committee as a prelimina.ry requirement of dealing with the problem of local 
finance, since the present arrangement is most ·confusing and misleading. The 
services of local bodies are financed jointly by Government and local bodies and it 
is not possible to apportion the exact responsibility of each for the performance of 
particular services. Frequent _changes· in the arrangements are also made by 
arbitrary orders of the Government for giving to or taking from the local bodies 
certain items of income or of public activities. This·.creates uncertainty and upsets 
the calculations and plans of local bodi~s. 

(iv) The root c!l.use of the financial difficulties pf local bodies, in my opinion, 
is that the Government places restrictions directly or indirectly on the levy of 
taxes by local bodies and also encroaches upon the .resources of local bodies by 
levying new taxes under different names.-·On the other band, the Committee worked 
on the assumption that the main difficultur lies with. the local bodies which are 
cor runt and inefficient and the remedy lil:is in vesting all powers in Government. 

(v) Instead of engaging in a vain search for new taxes to rope in poor and lower 
middle classes for purposes of local taxation and for extracting more money from the 
Government, the Committee, in my opinion should have concentrated itself upon a. 
thorough examination of the sphere alre&dy alloted to local bodies and should have 
endeavoured to discover scope for exploiting the same sphere. For instance, it 
should have collected full information ab·mt the available funds of local bodies, how 
they are invested and at what rates of interest, the loans taken by local bodies 
and the rates of interest and other terms on which they are taken, and the im· 
movable property of local bodies and scope for its development. The different 
aspects of octroi duty should have been thoroughly examined in order to improve 
its working and to consider the advisability of extending its operation in places 
where it is not levied at present, in view of the fact that it is the only tax of local 
bodies which is highly elastic and capable of yielding heavy income. 

Concluding Remarks. The recommendations of the Committee in my opinion 
will not sulve the financial worries of local bodies. The suggestionH for additional 
resources at the cost of Central and State Governments are likely to be rejected, and 
the propo~als for giving more powers to S1ate Governnments are expected to be ac· 
cepted and exercised to the detriment of local bodies as has been done in the past. 
Octroi which alone could place the local b~dies on a. sound financial basis, has been 
condemned by the Committee, and suggested to be replace:i by terminal taxes as 
a lesser evil. The proposal of extending the house tax bas been well tried in the 
past ann proved a failure except in a limited number of big towns where it is 
alre!l.dy levied. N:-1w suggestions for levying a numb::Jr of petty taxes on poor 
p3)ple wh"l c moot aff Jrd ~o pay them, cannot be expected to be implemented with 
a good measure of success and my apprehension is that they will be tried in some 
pl~tces and given -qp a.fter E:ome time on account of public agita.tion against them. 

R. D. Kapil~. 
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(10) Item No. 59, 

Tolls. 

(11) Item No. 60. 
Tues on professions, 'ra.delil, ca.lllnill, and employment., 

(12) Item No. 61. 
C&pita.tion t axea. 

(13) Item No. 62. 

Taxes on entertainments including amusements. (Pa.ragraph-131) 
(4) We consider that no usefull purpose will be served by going into de· 

tails _of cases where rates of ta.xa.tion ha.ve remained unchanged over long periods 
of time. We wou}d only bring the point to the notice of the State Governments 
so that they might take appropriate action with the local bodies in question. 
Local bodies which do no~ utilize their existing powers of taxation can have no 
claim on the financi&l resources of the State, (Para.graph-159) 

. 5, We think that where local bodies have not got independent powers of 
taution, they shrmld be given such powers, subject to maximum limits in e&ch 
ca.!l.e to be prescribed by the Acts or the rules framed thereunder. 

Within thes~ limits, local bodies should ha.ve a free hand in determining the 
rates of taxes. Where a. local body is unwilling to impose a tax at an adequate 
rate,· the State Government should have the right, in the first instance, to give 
friendly aivice and if the local body h.ils to carry' it out, the State Government 
should in the last resort ha.ve the power to impose or raise the tax themselves, 
particularly in emergencies. (Paragraph-161) 

CHAPTER V 

PROPERTY TAX (GENERAL) 
6. There is difference of opinio~ as to whether rates on ,property are the 

m0st appropriate form of taxation for local purposes. \Ve are of the opinion that 
the existing system should continue, though hardship to owner-occupiers may be 
alleviated by introducing some flexibility in the method of valuation of properties 
of different categories, (Pa.ragraph-164) 

7. Property tax seems to us a tax particularly suitable for exploitation by 
local bodies and we think it desirable that State Governments should withdraw from 
this field on the condition tha.t a.n equivalent local tax is impased by the Munici· 
pality. (Paragraph 166) 

8. We are of the opinion that in the place of the present optional provision 
fo~ the levy of the property tax in the various Municipal Acts, there should be an 
oblig!!.tory provision as it is in the Acts constituting the City Coruorations of 
Bombay and Calcutta.. Should, however, any municipality fail to levy the tax 
in spite of such statutory provision, the State Government should have power 
to levy the tax a.t such rates as they deem fit in any municipal area. for the benefit 
of the municipality. We would suggest tha.t this powar should be exercised by the 
State Gwernment only when a. municipality has refused the advice tendered to it 
by the State Government in the first insta.nce. (Pa.ragraph-178) 

9. We recommend that a. maximum rate for the property tax should be 
pre•cribed by statute where it is not done a.t present. A minimum should likewise 
be prescribed in the Acts.· (Pa.ragra.phs-179 & 180) 

10. We are generally in favour of a progressive scala, adoptable at the dis· 
oration of the municipality qoncerned. (f~ra&r&ilh-181) 
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11. We are of the opinion that in all cases where exemption is granted at the 
instance of a Government, an equivalent contribution should be paid by that 
Government to municipal funds. (Paragraph-186) 

12. We are of the view that it is necessary to ensure that an institution 
claiming exemption on the ground of being a. charitable institution, is actually being 
used for purposes of charity. We also think that the list of charitable institutions 
which at present get exemption from property tax should be subjected to periodical 
review in order to see whether the exemption given in each case is justified or not. 
This review should be undertaken either by the Sta.te Government or the munici· 
pa.lity acc:>rdiog a.s the exemption is under the Act or the rules made thereunder. ' 

(Pa.ragraph-187) 
13. Where an actual service like supply of wa.ter is rendered there should be 

no exemption. 
14. It does not appear that a complete list of ex!Jmptions granted (together 

with annual value in each case) is kept by every local body. Such a list should 
be prepared and should be scrutinised from year to year with a vie.w to see that 
the exemption is fully deserved in every case. (Paragraph-188) 

15. We are of the opinion that there should be no exemption from the 
property tax merely on the ground of the annua.l value falling below a. particular 
monetary limit. Such exemptions, wht~rever they exist, should be d'me away with. 

(Paragra.ph-189) 

16. In view of the fact that the major portion of the services rendered by 
loca.l bodies such as street repairs, ma.intenance of main roads, fire brigades, 
public lighting, drainage, street clea.nsing, etc., has to be performed whether the 
building remains occupied or not, there ~ems no justification for giving a greater 
remission than one·half of the tax due in all such cases. Remission should not be 
granted for a vacancy of less than 90 c:msecutive days in a year. No rate payers 
who are in arrears should be entitled to vacancy remission. (Paragra.ph-194) 
~· 17. We are of opinion that where the actual rent is lower than the 'reason· 
able' rent, the latter should be adopted as the basis of assessment. 

(Paragraph-200) 
18. We see no reason why such machinery as is rateable in England, should 

be excluded in India., and recommend that the Acts of the various States may be 
amended on the lines of English practice in this matter. (Pa.ragraph-205) 

19. We are not in favour of the inclusion of furniture for valuation. 
(Pa.ragraph-206) 

l·/ · 20. We are of the opinion that there should be no change from the well·tried 
basis of rent to the more or less uncertain basis of capital value. Where, however, 
municipalities are actually adopting capital. value as the basis and there is no com· 
plaint that ba&is may continue. (Pa.ragraph-207) 

21. If alternative basis are· to be retained, we think that the choice of 
basis should not, either directly or indirectly, be left with the owner of the 
pro~rty. There should be only one basis of assessment, namely, the rental 
basis, . Whare a.lternative basis are in exista.nae, the position may be reviewed 
a.nd remedied. (Paragraph 20ti) 

22. We recommend that the entire proceeds of the local fund cess within 
municipal areas be banddd over to municipalities insttla.d of to d.Istricn boards, 

(Pa.ragraph-210) 
23. Nazul lands should be handed over to municipalities for management, 

as in U.P. and the income from· leases may "be distributed between Govt~rnment 
and the local bodies. · (.Pa.ra.grapli-211) 
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24. We see no reason. for the continuance of the concession in regard to 
levy of property tax in the municipal Acts of Bengal, Bihar and Orissa. in 
respect of buildings, the cost of construction of wnich exceeds one lakh of rupees. 

. (Paragraph-212) 
25. We are of the opinion that the Calcutta City Municipal Act should be 

amended so as to provide for a simultaneous revision of valuation in all wards. 
· · (Paragraph-228) 

26. We consider the provision in <the Madras City Municipal Act and the 
District Municipalities Act, whereby the annual value of any building or land, 
the tax for which is payable by the Commissioner (Chief Executive Officer) is to 
be determined by the Mayor or the Revenue Divisional Officer as the case may be, 
a. very salutary provision and recommend its adoption. (Paragraph-229) 

27. We tliink that the municipal Acts should be amended so as to ma.ke it 
obligatory to record the grounds for each reduction of valuation or assessment. 

(Paragraph-230) 
28. A local body should ha.ve a right of appeal when it feels aggrieved by any 

decision of a revising authority. (Paragraph-231) 
29. While the power to tax should continue to be vested in the local bodies, 

the detailed work connected with the preparation of the valuation list of all ~he 
properties \vithin the jurisdiction of a local body should be entrusted to a Central 
Organisation (to be created for this pupose) which will consist of trained valuers, 
as in western countries. A vduation department should be brought into being for 
all the local bodies in each State. (Paragraph-232) 

CHAPTER V 
PROPERTY TAXES (PART ll) 

· 30. We are of the view that where a.n exemption is granted at the instance 
of the State Government, which has not bee~ froposed by the Municipality, the 

. Municipality should be given compensation to that extent by the Government. 
{Paragraph-279) 

CHAPTER VI 
PROPERTY TAX-SERVICE TAXES 

31. As ·regards the question whether or not the services of water supply 
drainage, lighting and conservancy should be s:Jlf-supporting, we are of opinion that 
the cost-of-service principal, however equitable it may seem in the abstract is not 
capable of practical application. (Pa.ra.graph-423) 

· 32; The present classification of municipal services into two categories, 
one to be financed from geueral revenues and the other from speci&l rates does not 
appear to rest on any logical basis. (Paragraph-425) 

33. A special service rate is justified when the areas within municipalli;ruts 
are differently developed. When the development is uniform and all the services 
are evenly spread throughout the area, the case for special service rates disappears. 

(Paragraph 426) 
CHAPTER VII 

LOCAL FUND CESS 
34. As the land revenue staff which collects the land cess would in any 

case have to be maintained for the collection of land revenue, and the cosb of special 
staff for the adjustment of accounts between the Land Revenue Department and 
the district boards must be insignificant, we think that Government might well 
temit thiS' charge. (Paragraph-428) 
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--35. -We ~~-;;-~iae;-th~t- the rates of the public works cess and road cess in 
Bengal should be doubled. , (Pa.ragraph..:._435) 

36. In District Boards in the Punjab where the cess is being levied at 24 
pies in the rupee of land ravauue, we recJmmend that the cess should be raised 
to at least to 36 pies. (Paragraph-440) 

37. We are of the opinion that the rate of two annas in the rupee in 
Bihar district boards should be earmar}>ed for general puposes and a separate 
~dUt;ation cess of one anna levied. (Paragra.ph-441) 

38. We think that the rate of cess in Orissa should be raised to three 
annas. (P&ragraph-442) 

39. The rate at present levied 'by Janapadas in Madhya Pradesh is low 
and should be raised to 3 annas in the rupee. (Paragraph-443) 

40. We think that the local rate in Assam should be raised to 3 annas 
in the rupee. (Paragraph-444) 

41. 1'he present rate of cess in Ajmer-Marwara. is low and should be raised 
~o H annas and by gradual stages to 3 annas. (Praragraph-445} 

42. The rate of cess in Coorg should be the same as in Madras. 
(Paragraph-446) 

43. With the abolition of Zamindaris, the responsibility for the payment 
of cess will have to be definitely fixed either on the Government or on the tenant 
who holds directly from the Government. The interests of district boards 
should not be prejgdicially affected by~ the abolition of Zamindaries . 

(Paragraph-449) 

CHAPTER VIII 
OCTROI ANiiTERMINALTAXES 

44. We recommend the transfer of the entry relating to terminal ta:ites from 
the Union list to the State list.- (Paragraph-471)' 

If that is not po!:isible wa recommend that the Government of India should 
consider favau'rably any proposal which may be made to them by State Govern· 

ments for the levy and collection of terminal taxes. 
If the above suggestion canr;10t be adopted there is no alte,rnative to octroi, 

as it is the most productive single item of indirect taxation available. · 
(Paragraph- 4 7 2). 

45. There should be in each State a mode• schedule for octroi approved by 
the State Government and departures from this schedule should not be permitted 
except with the previous approval_ of Government. In framing the model 
schedule the rates on necessaries of life should be kept as low as possible. 

• (Paragraph_.:473) 
46. Octroi should be levied generally on an ad valorem basis. There 

should be no objection to a. maundage or other basis in the case of articles where 
the ad valorem basis is nob suitable. (Paragraph-4:78) 

. 47. All public utility and commercial undertakings of Government should 
be treated, so far as local taxation is concerned, in the same manner as if they 
ware conducted by private an!;arprisa. If they are to be exempted from local 
taxation the Government C)ncarnad should make a contribution in lieu of such 
taxation. The provision in Article 285 of the Constitution is unfair to local 
bodies. We recommend that necessary legislation may· be undertaken to provide 
for local taxation of State property used in connection with State trading or running 
of public utility concerns. (Paragraph-479) 

491 



48. To prevent the evasion of octroi duties on postal parcels the posh.. 
office should render every assistance t::> municipalities. 

CHAPTER IX 

PROFESSION TAX 

49; Go\'ernment should advise local bodies to revise their schedules of 
profession tax so as to correspond to the limit permitted by the Costitution. 

· (Paragra.ph--498) 
50. We consider that the present limit of Rs. 25') in the Constitution is 

very low and should be raislld to Rs. 1000. . (Pa.ragraph-512). 
51. Where the municipal or local boit.rd Acts do not contain any provision 

· for the levy of profession tax, such provision should bJ · m'lode. We are, however. 
not in favour of th~ tax being made compulsory in the case of all local bodies. 
It may be possible in the case of many local bodie1 to raise sufficient funds by 
the levy of octroi and house tax. In such cases it ma.y not be necessary to 
compel the local bodies to levy a profession tax.- We recommend the compulsory 
levy of profession tax under the orders of the State Government only in cases where 
only one of the other tax, namely, house tax or octroi or terminal tax, is being levied. 

(Paragra.ph-513) 
52. The basis of actual income would be the i-deal one, but in view of the 

very great practical difficulties in the way of its sdopthn, we recommend tba.t local 
bodies should have the choice to adopt all or any of several basis according to 
their convenience. (Paragraph-514). 

53. The assessment and collection of profession tax should be done by the 
municipalities themselves, but they should not have the power to call for 
accounts. 

54. So far as rural areas other than those covered by village pa.ncha.ya.ts 
a.'re concerned, we think that in view of the large areas to the covered, the 
agency for assessment and collection should be the Revenue Department. 

. (Paragraph-515). 
55. In areas where village pancha.yats are constituted, we think that 

profession tax should be levied· by the pa.nchayats and should be assessed and 
eollected by them, 

CHAPTER X 

LICENCE FEES 

56. We are of the opinion that markets and slaughter houses should genal"' 
ally be self·supporting. While endeavour should be to make the markets and 
sla.ught&i--houses a remunerative enterprise bringing an appreciable net incoms to 
the local bodies, in no case should the investme.nt of capital and the recurring 
expenditure on markets and slaughter-houses b'l a. burden on the local ravenues. 
The State Governmsnt should issue instructions to the local bodies to this effect 
and from time to time see that this is done whenever the account or budget of a 
local body comes up for review. (Paragraph-519) 

57. The Government of Madras are considering the giving of monopoly of 
opening markets to municipalities and prohibiting by legislation the opening of 
private markets. We recommend that other State Governments should consider 
whether such a step whould ba feasible. . (Pa.ragraph-520) 

58. The scale of the various licence fees levied by municipalities should 
coma in for a regular periodical review, at laa.st once in three or five years. 
· · (Paragraph-o2l). 
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SU:ahtARY OF REOOMMENDATIONS 

59. We reoommend that the rates of licence fees should be adequate to 
cover the cost of regulation and supervision of the , trade or ~ctivity lic~nsed. An 
attempt should be made to keep proforma accounts in relatiOn to receipts and ex;· 
penditnre of the licensing branch and to ensure that these balance each other. 
When, however, there is a separate Licence Department the expenditure on that 
department should not be a net charge on the general funds of the local body. 

(Paragraph-522). 
60, A proper scrutiny of various licence fees levied indifferent State would show 

that some of the trades, professions, callings or occupation!! which are subject to 
licence fees can be more suitably made the c·bjects of profession tax. We recom
mend such a scrutiny and change in the method of this imposition, whatever suit
able. (Paragraph-523) 

CHAPTER XI 
TAXATION OF RAILWAYS 

61. We are of the opinion that until the system of local taxation of railways. 
is rationalised and railway undertakings considered as a whole it will not be possi· 
hie to secure any worthwhile improvement in the existing position. The present 
lack of uniformity and piecemeal valuation should go. An Act of Parilament 
should prescribe the principles of valuation., taxation and apportionment. If Rail· 
way Assessment Authority is set up it should be so constituted as to secure ade
quate representation of local bodies. The right of ·appeal against the awards of 
Arbitrators appointed by the Government of India under the Railways Act should 
be conferred on local bodies and a special tribunal constituted under Parliamentary 
authority for hearing such appeals. The liability of railways for both general and 
service taxes should be recognised as in the notification of 1907. (Paragraph-546) • 

62. The stress now laid on·' payment for services rendered as a criterion 
for local taxation of railway properties is, in our opinion, not justified, 

· · (Paragraph-54 7) 
CHAPTER XII 

TAXATION OF GOVERNMENT PROPERTY 
63. We recommend that State Government properties are not liable to 

local taxation nnder the Acts constituting local bodies, the Acts should be amended 
to provide for such taxation. If the liablity is accepted, there should be no objec• 
tion to an independent machinery for valuation of Government property, 

(Paragraph-560). 
64. While Union Government properties may continue to enjoy statutory 

immunity from local taxation, the Union Government should adopt the practice of 
Governments in other countries and make a. contribution to local bodies in lieu of 
such taxes. That contribution should not be limited by any artificial date line. 
In regard to the valuation of these properties, we recommend that the procedure 
prevailing in England may be adoptod, i.e., the valuation may be done by a spacial 
machinery constituted by the Central Government. . (Paragraph~561). 

65. In regard to official residences, the privileged treatment at present' 
accorded, namely, the annual value being based on the concessional rent paid by 
Government servants, should be withdrawn and the normal assessment levied. 

(Paragraph-568}. 
66. There is no reason to treat the proporty of the Central Government 

differently from other property in respect of levy. of betterment charges. Should; 
however, there by any legal or other objection to the payment of bett·erment 
charges in the form of taxes or fees, a.n equivalent contribution should be made by 
Government in lieu thereof. ·(Pa.ragraph~o65}. 
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CHAPTER XID-XVl 

CHAPTER XIII 
TAXATION OF PORT TRUST PROPERTIES 

67. • As the Madr~~os City Corporation and the Port Trust are in favour of 
the continuance of the existing system of assessment, namely, a percentage of 
gross earnings, and also in view of its decided advantages we recommend that the 
existing arrangement be continued. · (Pa.ragraph.....:..567), 

68. As the Corporation of Calcutta and the Calcutta Pvrt Commissioners 
have expressed satisfaction with the recent agreement that they bave entered into 
we suggest that steps may be taken to give legislative efl'ect to its terms. · 

· · (Parag· aph-569). 

69. If in the case of assessment of any port trust properties the profit 
basis is adopted it is necesEary that the form of keeping accounts should be determi~ 

ned by an independ~nt authority. (Paragraph-574). 
70. We suggest the constitution of a tribunal to deal with disputes relating 

to the determination of rateable value of port trust~ properties· Such a tribunal 
may consist of a qualified Accountant and an experienced Engineer and be presided 
over by a High Court Judge. (Parrgraph-576). 

CHAPTER XIV 
TAXATION OF FLOATING POPULATION 

71. We recommend that the levy of a tax on raihvay passengers in impor
tant centres of .trade and industry may be pei'Illitted as is done in Calcutta. 

(Paragraph-582). 
72, We suggested that State Governments should authorities municipa.litie:~ 

to levy a tax on such visitors to important cer.tres of trade and industry as reside 
in hotels. Such a tax might be levied in the form of a surcharge on the hotel 
bill, subject to a minimum exemption limit of Rs. 5/ · per visitor. (Paragraph-583). 

CHAFTER XV. 
TAXATION OF MINES 

73. Local taxation of mines on the basis of output appears to us to be appro• 
priate. That basis may be adopted by States which are not doing so at present. 

. (Paragraph-592). 

74. Exemption from the payment of general cess to i!istrict boads at pre-. 
eent enjoyed by railway collieries should cease. . (Paragraph -593). 

75. We have suggested that the land cess on agricultural lands in West 
Bengal should be doubled. If this suggestion is accepted the general cess payable 
by mines in West Bengal should also be dou_bled. (Paragraph 593). 

76. The Local taxation of quarries should be on the same basis as for mines 
(Para.graph-594:)· 

CH.!.PTER XVI 
COLLECTION OF TAXES 

77. Each State Government should prescribe for their loc&l bodies a stan-
dard percentage or collection to demand and see that ih is attained. - . 

· (Pa.ragra.ph--597). 

78. The Examiner of Local Fund Accounts should be instructed to give 
figures in his audit reports of the percentages of collection of taxes to demand for 
every local bcdy. The figures should be compiled on a uniform basis in all the 
States, to facilitate comparison. _ (Paragraph-5?8). 

79. We are not in favour of any rebates being granted for punctual payment. 
But we 'suggest that penal interest at 61 per cent. per annum should be charged 
on arrears of taxf;)s. (Paragraph_;_599~; 
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SUMMARY OF RECOMMENDATIONS 
I 

80. Where the Acts do not provide for coercive powers for local bo:lies 
necassa.ry amendments should be made to ·incorporate such powers. It. should 
be impressed upon local bodies that freer use should be made of these powers 
for collection of taxes. (Paragraph-600) 

81. We are not in favour of issue of distress warrants for recove.ry of 
contractual dues, but only for recovery of taxes and fees. In reg~~ord to rents 
of lands vested in or managed by municipalities, we recommend the adoption 
of the procedure prescribed in section 291 of the U.P. Municipalities Act, 1916 
i.e. the municipality may apply to the Collector for the recovery of such 
rents as arrears of land revenue. 

82. L· cal bodies should have the power_ to proceed not only against 
moveable but also against immovable property for the recovery of their taxes . 
and fees. {Paragraph-601). 

83. The head of the financial administration in bigger municipalities 
should be a qualified and specially selected person. He should also be in 
charge of accounts and shouli examine the position with regard to collection 
of taxes and submit mCJnthly reports to the chief executive authority, and bring 
to his notice any failures in collection and suggest suitable remedies. No liab· 
iii ties of a financial nature should bs incurred before he ha.s examined and 
reported thereon. · (Paragra.phs-602-603) 

84. With regard to recuitment of the higher financial personnel, we are of 
the opinion that there should be a provincial cadre for such services. . Such a 
a cadre should be controlled by a board with statutory powers on which there 
should be representatives of local bodies. {Paragraph-604) 

85. We recommend that {i) .. 'JJ.o person should be eligible to stand for alec· 
tion to any office in a local body, if on the date of filling nominations he is in 
arrears of local taxes ; and {ii) if within three months of the notice of demand 
of any dues to the local body, 8. member of such body fails to pay up the 
arrears, a warning notiue that, if he does not pa.y the arrears before the date 
of expiry of the ·original notica of demand, he becomes disqualified under the 
relevant section of the_ Act, should be given. . (Paragraph- 606) 

CHAPTER XVII 

GRANT-IN-AID AND ASSIGNMENT OF REVENUES 
86. It is felt that it the functions imposed on local bodies under the Con

stitution {Articles 45,4 7 etc.) are to continue to be the responsibility of local 
bodies a.!l a means of encouraging local initiative, enterprise and co-operation, 
.the State should come to the assistance of local bodies by way of adequate 
grants-in·a.id where they are unable, out of their own resources, to achieve the 
minimum national standard of efficiency. · (Paragraph-609). 

87. The State Governments while investing local bodies with wider res
ponsibilities must place at their disposal adequate funds to discharge those 
responsibilities. (Paragraph-628). 

88. Grants-in-aid should be so given that, while achieving clearly defined 
objects of p:>licy and administration, they do not encourage unwillingness on 
the p&rt of local bodies to develop their own r.esources. (Paragraph-629) 

89. We prefer assignment of sources of ravenna, wherever possible, to 
.grants-in-aid. Where it is not possible to meet the full requir!'Jments of a local 
body from assigned revenues. grants should be given as a last resort. We 
'su&,"est that the system of grants·in-aid should be utilised to remedy inqualities 
, ~h_ich are inherent in a system of assigned revenues. Otherwise generally we 
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CHAPTER :XVII-X.Vm 

would prefer that independent sources of revenue should be placed at the dis· 
posal of local bodies. lParagra. ph- 63 2) 

90. We recommend that I5% of the ne~ proceeds of land revenue accruing 
wi~hin the area of a district board (which is not already assigned to a village 
panchayat) should be assigned to district boards. (Paragraph-634). 

91. We are not in favour of the imposi~ion of a separate vehicle tax on 
motor cars by local bodies in addition to the State tax. We recJmmend the 
sharing of the net proceeds of the motor vehicles tax with the local bodies. 

(Paragraph-637) 
92. The sales tax should remain wholly a State source of revenue and 

not shared with the local bodies. (Paragraph-637). 
93. It is desi;able that all grants, whether statutory or non-statutory, 

should be given on some definite and understandable principles, and e~ch 
State· Government should formulate such principles for its guidance. 

(Paragraph- 638) 
94. We suggest that each State Government may, at the thne of pre· 

paring the budget, include in the finance department's explanatory memorandum, 
details of financial assistance rendered to local bodies. Such a statement should 
a.lso include. items which do not appear in the budg;:,t, e. g. tra.nsfer of land, 
or any other form the financial assistance for which no vo~e of th::~ legislature 
is required. (Paragraph-639) 

CHAPrER XVIII 
EDUCATION 

95. In respect of secondary, technical and collagiate education, we consider 
that there should be no financial responsibility on local bodies and that they 
&hould be entirely relieved of thi~ liability. (Paragraph-640) 

96. In regard to Madras we recmmend tha.t a.fter the levy of education 
tax at a proper level, of which the state Government must be the judge, contribu
tion from general funds of local bodies for educational purposes shall not exceed the 
proportion that such contribution now bears to the income (excluding Government 
grants) of such bcal bodies and the whole of the remaining expenditure should be 
borne by the state Government. (Paragraph-644) 

97. In regard to Bombay we sugges~ ~hat the state Government should . 
consider whether an education cess may be levied as in' Madras. (Pc~.ra.graph-646) 

98. We suggest that in every municipality in ·we3t Bengal a.n education 
rate as rra.;;cribed in the Bengal Primary Educatin Act, 1919 should be levied. Any 
increase in expenditure considered necessary to introduce compulsory primary edu· 
cation should not exceed the proportion which the present expenditure of muncipali
ties on this object bears to their total income. (Para~raph-648) 

99. As regards U. P. we suggest that Government should consider the 
desirability of levying an education cess at a suitable rate. (Pa.ragraph-649) 

100. As regards Puniab, we sug~est iiha~ an education cess should be 
levied in urban and rural areas at rates approved by Government. The balance 
of the expenditure should be met from state funds in accordance with the same 
formula as we have suggested foJZ other sta.tes. (Paragraph-651) 

101. If the education cess now levied in Bihar is not adequate for any are~ 
we suggest that it should be ra.ised to an ad3qU'l.te level. Tha b!l.la.nce of the ex· 
penditure not covered by the education ca33 should be met from provincial funds in 
the same manner a.s recommended by us in the case of other State.:;. 

(Pa.ragraph-&53) 
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SUllMAitY CF ItEOOYMENDATIONS 

102. The financial assistance which local bodies receive from Government 
in Orissa. is not in&dequ&te and we have therefore no recommendation to make in 
this regard. (Paragraph-655) 

103. We understand that in Madhya Pradesh the State Government has 
decided to take over compulsory primary education. We have, therefore, no 
recommendation to make in this regard. (Paragraph-651) 

104. Under the Assam Primary Education Act,1947 (which came into force 
with effect from the 1st November, 1948) local bodies have been relieved of the res· 
ponsibility for prim'Jory education ; therefore, the question of apportionment of local, 
expenditure under this head does not arise. {Pa.ragraph-658) 

CHAPTER XIX 

MEDICAL AND PUBLIC HEALTH 

105. The distribution of expenditu~e in !'egard· to public health should be -
as follows :-

Local bodies. 
(a) The cJnstruction, maintenance and cleansing of drains and drainage 

works and of public latrines, urinals and similar conveniences i 
(b) scavenging and the removal and disposal of excrementitious and 

other filthy matter and of all ashes; refuse and rubbish i 

(c) the reclamation of unhealthy localities, the removal of noxious vega. 
tation and generally the abatement of a.ll nuisa.noes ; · 

(d) the regula.tion of place!!> for disposa.l of the dead and the provision of 
new places for the sald purpose ; and 

. (e) the registration of births and dea.tha. 
State Governments. 

(f) public vaccination ; 
(g) prevention and suppression of infectious an 1 dangerous diseases • • 
(h) establishing and maintaining public hospitals and dispensaries and 

carrying out other measures necessary for public medical relief. 
We recommend that the division of functions may rema.in as it is at yresent. 

(Paragraph-675) 

CHAPTER XX 

COMMUNICATIONS 

105 (A) Grants for the maintenance of roads should be based on the road mileage 
which bas to be maintained. State Governmt3nts should prescribe certain standards 
of maintainance for metalled and nn-metalled roads and make gr&nts on such basis, 
esrecially in rural areas, where the need for financial assistance in this matter 
is very great. \\'e realise that, as a result of such prescription of standards, 
the financial burden on State Governments will become heavy and they may 
not be able to give adequate grants-in-aid within the next few years, but it is better 
to prescribe standards acd reach them by slow stages than to allow the present 
unregulated stated affairs to continue. · . (Pagagraph-693) 

106. We recommend i11at a tax on bnllock carts should be levied in rural 
areas. It would be very difficult in practice to discriminate between carts used 
for hire and carts not so used, We, therefore, are not in fa,vour of the exemptioq 
of the latter, 
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CHAPTER XIX-XXI 

The question of the rate at which the tax might be levied we would leave to 
the discretion of each State Government. Where a tax on bullock carts is alrea.dy 
being levied in any village panchayat and is at the same level as the ta.x now 
proposed for levy by the district board, there Phould he no further levy on the 
individual paying the pancbayat tax. But should the level of taxation of the 
pe.ncbayat be lower than that of the district board, the latter may levy the tax a.t 
the difference between the two rates. The net proceeds of such taxation should be 

.exdusively earmarked for purposes of :road development in :rura.l areas. 
(Para.graph-695) 

107. we· are in favour of road transport payinJl a tax which should be levied 
as a State tax in the first instance. The tax should be in the na.ture of a sur• 
cha.rge on the fare and range between 3 pies to 12 pies according to distance. Not 
less than two-thirds of the net proceeds of the tax should go to local bodies 
and the balance may be ret!:.ined by the State Government. The basis of alloca• 
tion of the portion which is intended for local bodies should be either popu· 
lation or :road mileage within the jurisdiction of ea.ch local body. (Paragraph-696). 

108. We suggest that the power to impose taxation on rickshaws should be 
conferred on local bodies where it !Ioes not already exist. (Paragraph-697). 

109. The basis of the compensation for loss of income due to the abolition of 
tolls on motor vehicles should be re-opened and fresh amounts fixed in the li~ht ' 
of altered facts. • (Paragraph-690). 

110. The damage done to the roads of local bodies by extraordinarily heavy 
traffic can be made good either by the State sharing the proceeds of the motor 
vehicles tax with them or by the levy of a surcharge on trucks above one ton in 
weight for the benefit of local bodies concerned. (Paragraph-700). 

111. As regards the damage done by motor trucks during the War, there is 
a good case for compensation, but the matter is one which should be pursued bv 
the State Governments concerned with the Defence Department. (Paragrarh-701). 

112. There is a. similar case for compensation to certain local bodies in the 
Punjab, particularly the Amritser Municipality, for damage done to roads in con· 
sequfilnce of tho partition of the province. (Paragraph-702) 

CHAPTER XXI 

FINANCES OF IMPROVE.l\IENT TRUSTS AND DEVELOPMENT BOARDS 
113. The existing resources of the Improvement Trusts are not adequate. 

State Government should ma.ke these bodies financially self-sufficient so that they 
may be able to discharge their obligations. We recommend that Improvement 
Trusts and Development Boards should have the following sources of revenue:- · 

(1) annual contribution of 2% of the annual rateable value from munici
pal funds; 

(2) share of the proceeds of the entertainments tax; 
(3) share of the proceeds of the terminal tax on persons coming by rail 

road or inland waterways; 
(4) betterment tax; and 
(5) Government grants. 

In regard to item (2) above, the Madras Corporation. at present gets practically the 
whole of the entertainments tax. Similarly, in regard to item (3), the Calcutt" 
Improvement Trust gets the entire income of the terminal tax on passengers coming 
by rail. We do not suggest that either of these arrangements should be disturbed 
l>r the reoom!Jlendations made above. (Para~raph .,....-71Q), 
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SUMMARY OF RECOMMENDATIONS 

114. Calcutta., Na.gpur and soma other Trusts are permitted to levy a. sury 
charge on stamp duty on tra.nsfer of immoveable property. Where this is actuali. 
being done, we do not recommend any cha.nge. But we_ are not in favour of its 
extension to other Trusts. (Pa.ragraph-711). 

115. Improvement Trusts and Development Boards should ordinarily 
borrow from Government, and the rate of -interest charged by Government should 
in no case be more than 1/4 per cent. above the rate at which Government have 
borrowed themselves. (Pa.ragraph-712). 

-116. As regards slums, we recommend the a.doption of the provisions of the 
English Housing Act which require slums to be cleared at the cost of the owners. 
We suggest that the la.w should be so a.mended that compensation for a.cqisition of 
properties for purposes of slum cle_a.ra.nce should be limited to the market value of 
land without any pa.yment being made for the structure a.nd without the addition of 
15 per cent solatium on account of compulsory acquisition. (Paragraph-713). 

. CHAPTER ~XII 
FINANCES OF VILLAGES PANCHAYATS 

Every panchayat should levy the following two taxes compulsorily; 
(i) house ta.x or chulla. tax or circumstances and property tax; and 

(ii) general sanitary cess, 
Other taxes may be- levied by pa.nchayats according to their needs and local 
conditions. 

As regards labour tax, thel:e should be no, compulsion. 
If a. • person renders such labour y;yillingly, he should be a.llowed to _do so. 
Alternatively he may be permitted to make a payment in kind in lieu thereof. 
Should he be unable to Wol'k or make any payment in kind on account of poverty, 
he should not be subjec~ed to any penalty. (Paragraph-729) 

117. We recommend an unconditional allotment to the village pa.~chayat~ 
of 15% of the land revenue raised in the panchayat areas. (Paragraph-730) 

There should be a surcharge on the transfer of immovable property within 
the panchayat jurisdiction for the benefit of village pauchayats. (Pa.ragraph-730) 

118. We recommend that in regard to elementary education village pan· 
chayats should be dealt with on the same lines as other local bodies. 

- (Paragraph-731) 

119. Village panchayats should also be assisted in the following-ways :-
(1) Salaries a.nd allowances of pa.nchayat officers should be borne by the 
State Government at least to the extent of three-fourths i 
(2) Wherever pa.ncha.yats a.re compulsorily required to maintain chowki· 
dars and daffa.dars for wa.tch and ward duties, the State Government 
should bear the cost on account of their salaries and allowances ; 
(3) Panchayats should be allowed the use of State lands within their 
jurisdiction. When alienation of these lands takes place, it should be 
subject to the sanction of the State Government. 
(4) Village panchayats, wherever possible, should be encouraged to 
collect land revenue and land cess on behalf of the State Government 
on a commission basis. 

120. Panchayats should also be encouraged to undertake as many remunerative 
enterprises as possible, namely, markets, slaughter houses, cart and bus stands and 
ferries. They may also be encouraged to take up cooperative {arming, dairies and 
like activities under the ~id~nc~ gf the State Government! (Para~aph-7~2) 
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CHAPTER XXIII-XXIV-XXV 

CHAPTER XXIII 
FINANCES OF CITY CORPORATION 

121. Madras Corporation. We recommend that question of raising the 
rate of property tax in respect of properties with annual valuation of Rs. 500 
and below from 16!% to 17!% should be revived. (Pa.ragraph-739) 

122. We recommend that the rate of tax on timber be raised toRs. 20/·. 
' . (Paragra.ph-739) 

123. Bombay Corporation. In the event for the Bombay Government 
withdrawing the urban immovable property tax the Bombay Corporation should 
consider its- replacement by an equivalent addition to the municipal tax. · 

124. The administrative machinery should be tightened and necess&ry steps 
taken to improve c6llection of taxes. (Pa.ragraph-'147) 

125. As rega.rds the distribution of expenditure on primary education we 
recommend the same formula for the Corporation as we have suggested for other 
local bodies. (Paragraph-748) 

126. The machinery of valuation and collection should be tightened. This 
alone will lead to an increa.se of revenue under the consolidated rate by about 00 
per cent. 

CHAPTER XXIV 
PUBLIC UTILITY UNDERTAKINGS 

127. Motor transport can be successfully undertaken only by bigger city 
municipalities within their local area but we are not in fa.vour of its being under• 
taken by smaller municipalities and ruralloaa.l bodies. (Paragraph-'164) 

128. In rural areas and smaller municipalities, passenger transport should 
be managed by the Sta.te and the net proceeds shared with loca.l bodies over whose 
roads the services are run. (Pa.ra.graph-766) 

129. Where Sta.te Electricity Boards are set up, the fina.ncial interests of 
loca.l bodies should not be disrega.rded. Loca.I bodies engaged in the business of 
generation and distribution of electricity should continue to do so and have a free 
hand in the matter of utilisation of the net profits of the undertaking. In regard 
to new schemes, however, loca.l bodies competent to run electricity undertakings 
ehould be given first preference, pa.rtioularly in regud to reta.il distribution 
subject of course to such restrictions as the Provincial Boa.rd ma.y wish to impose. 
· (Pa.ra.graph-776) 

CHAPTER XXV 
BORROWINGS 

130. We suggest that the precedure in rega.rd to loan applicants be simplified 
so tha.t final orders on a loa.n a.pplica.tion can be issued within four months of its 
receipt by Government. (Pa.ragraph-785) 

131. The Sta.te Governments are in a. position to borrow more cheaply on 
beha.lf of local bodies. It is desira.ble to have a. co-ordinated loan policy in which 
the interests of the Union Government, the Sta.te Governments a.nd the local bodies 
should be considered together. 

132. We support the request made by the Calcutta and Bombay Corporations 
for the amendment of their respective Acts to a.llow them. to receiva ways and 
means a.dvac.ces repayable within the year from their respective ba.nks with 
which they keep their accounts on much the same lines and subject to the s•ma 
conditions on which the State Governments. receive such &dvance from th<} 
~eserve Bank. · · 
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SUJ.UIAY OF RECOHHENDA.TIONS 

133. With regard to other local bodias we recommend that they should 
also be in a position to receive such advances from the bank in which Govern· 
ment has permitted them to keep their acoount, if they kdep their funds in the 
Government Treasury, from the <1overnment itself, on the sa.ms lines and subject 
to the same conditions as for City Corporations. (Paragra.ph-787) 

134. The ra.te of interest to be charged to local bodies on loans ta.ken from 
Government should nat be more tha.n one-fourth over the rate of interest paid by 
the State Government on its own loa.n, ·for the ye!l.r in question. The period of 
repayment in the case of productive schemes ma.y well be extended from thirty to 
forty:years. · (Pa.ragraph-788) 

135. If a lucal body is able or willing to repa.y a Government loan 
earlier than the due date it should be encouraged to do S!l. (Pa.ragraph-789) 

136. We do not favour the State Govenment guaranteeing the principal and 
interest of loans raised by local bodies, but the question whether section 20 of 
the Indian Trusts Act m1.y ba amended so as to include local bodies in the 
big~r cities may be considered. (Paragra.ph-792) 

137. Establishment nf municipal banks by individual municipalities except 
Jlerbaps by big city corp:m~otions, does n'lt appear to.- us practicable. A munici
pal bank for each mate would have a. better cha.nce of success than banks run 
by individual municipalities. The State Government should, however, continue 
to exercise its powers under the Local Authorities Loans Act in regard to the 
~auctioning of loans advanced by the bank to local bodies. (Para.graph-79!) 

CHAPTER XXVI 
At:foiT 

138. In addition to a. qualified Accounta.nt, there must in the major 
municipalities be an internal audit staff, paid for by the local body, which should 
be responsible for the initial audit of all transactions of receipts and payments. 

(Para.graph-800) 

139. With the setting up of an internal audit staff local bodies should 
be relieved of the liability to contribute to the' cost of the audit staff of the 
Examiner of Local Fund Accounts, where such liability exists. (Pa.ra.gra.ph-802) 

140. It is essential that the Examiner of Local Fund Accounts should 
rega.rd himself not only as a.n auditor but also as a. fina.nci~~ol adviser of the local 
bodies whose accounts he audits. He should be responsible for the checking of 
all assessment lists a.nd collections against assessment and should bring to 
notice cases where the collections fall below a. prescribed minimum. 

(Pa.ra.graph-803) 

141. The provision for surcharge is a.. healthy one and should exist in 
relation to all local bodies. · (Pa.ra.graph-809) 

142. The surcharge sh)uld be both against any person through whose neg· 
ligance or wrongful action such Jiability has occured, whether he is an employee of 
he local body or a. member voting for it. (Paragraph-ell). 

CHAPTER XXVII 

BUDGET 
143. The power to sanction budgets should ves~ e~tirely in local bodies. 

They should be required to maintain a. prescribed closing balance which should 
not be drawn upon, except temporarily and in a.n emergency without the sanc~ion 
of the State Government or of such officers as may be nominated by Government in 
this behalf. 
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CHAPTER XXVII 

144. Local bodies should also have full pJwer of reappropriation and making 
supplementary allotments during the currency of a financial year, as long as the 
prescribed minimum balance is not trenched upon. {Paragraph-837}. 

145. The practice prevailing in certain States to require local bodies to 
allot a percentage of their revenues to particular objects should be discontinued. 
Where, however, Government gives a grant for a specific purpose that grant may not 
be diverted to some other purpose. (Paragraph-841). 

146. Where Government considers it essential to control a service, it should 
pay for it and not ask for any contribution from the local body. (Paragraph-842). 

147. The present restrictions on the powers of sanction to works expenditure 
are very minute a:,n•l should be relaxed. (Paragraph-844). 

148. The control in respect of non-gazetted and inferior establishments of 
local bodies by some State Governments is very minute and needs to be relaxeu, 
Government should prescribe rules in regard to various categories of local bodies 

· in respect of matters such as pay, allowance8, leave, travelling allowances, pensions, 
provident funds, etc. If a local body considers that its circumstances warrant any 
modification of such rules the variation desired should be with the sanction of th€ 
State Government. In other respect>, however, local bodies should have a. free 
hand in regard to their establishments. (Pa.ragraph-845). 

149. The restrictions placed on the investment of spare funds by local bodies 
equire reVISIOn. A list of banks with which funds may be invested may be drawn 

up with the approval of the Reserve Bank of India. Subject to the maintenanca 
of the prescribed minimum balance investment_ of all spare funds with approved 
institutions should require no outside sanction. (Paragraph-846). 

502 



APPENDICES 



CONTENTS 

Appendic~s Page 

AP.l'ENDICES (GENERAL) 
I. Questionnaire I-IV ' 
I-A. Supplementary questioifhaire V-VI 

IT. Lett.-r No. 6-36/49-LFEC dated 21·12·1949 from the 
Chairman, Local Finance Enquiry Committee VII 

II-A. Government of India, 11inistery of Health, letter 
No. 5007-LSG/49 dated the 7th January 1950 VIII 

III. Tour programme of the Committee IX-X 
IV. List of witnesses examined XI-XXIII 
\'. Railway Board's note to the L. S. G. Minister's Conference 

regarding the local taxation of Railway p,roperties XXIV-XXVII 

VI. Memor;~ndum by Mr. Endicott on the ,local taxation of 
Rail w;~y properties XXVIIT-XXXI 

VII. Survey of taxation of Railways in the Western Countries 
repared by International Union of Local Authorities, The 
Hague XXXII-XXXIV 

VIII. Section 20 of the ln·iian Trusts Act XXXV-XXXVI 

:::-·1 ATISTICAL APl'ENDICES 

I. Statement showing the number, type and aggregate popula-
tion in each class of local bodies in each State XXXIX 

II. Statement showing particulars regarding the populatio!l and 
income of City Municipal Corporations XL-XLIV 

III. Statement showing particulars regarding the number, popu
lation and total i'ncome.•from taxation of municipalities (ex
cluding City Municipal Corporations) in the various States 1 
(1946-47) XLV 

IV Statement showing particulars regarding the number, popu-
lation and total income from taxation of District Boards in 
the various States (1946-47). XLVI 

V Statement fhowing the aggregate population, total income, 
income from taxation and per capita incidence each of the 
City Municipal Corporiltions, Munkipalities and District 
Boards. · XLVII 

VI. Comparative statement showing the periodical growth of the 
Centrall'rovincial and Local revenu£s from, 1921 to 1946. XI. VIII 

VII. Statements (nine) showing the income of local bodies in 
each State during the year 1946-47· XLIX-LX 

VIII. Statemt-nts (eleven) showing the distribution of expendi-
ture of local bodies in each State .d.lting the year 1946-47• LXI-LXVIII 

IX. Statements (nine) showing the per capita. income of locai 
bodies in each State during the year 1946-47· LXIX-I.XXIV 

X. Statements (nine) showing the per capita toffect of local ser-
vices in each State during the year 1946·47· !,XXIV-LXXVIII 

XI. Statement showing the per capita incidence of property tax 
and octroi in municipal areas in each State. LXXVIII 

XII, St-atement shovdng the number, income and expenditure of 
village authorities i!l 1926 and 1946. LXXIX-LXXX 

XIII. Statement showtng the percentage of income from prirtcipal 
taxes to the total income from taxes of municipalities since 
188 1-85• • LXXXI-LXXX1!l 

XIV. Statement showing the percentage of income from principal 
taxes to the total income from tuxes of District Boards since 
1884-85. I.XXXlV·I~ 

XI!, Statement sl!owinj!; the p<>rcentage of income from principal 
tnxes to the total income from taxes _of City Municipal 
'->~!vr·mtici;J siuce J83~·•Js :lh:~I 



CONTENTS 

Page 

XVI. Statements (three) ~bowing the growth of municipal income 
from 1889-90. XCII-XCIX 

XVII. Statements (three)showing the growth of District Board 
income from t889-90. C-CVI 

XVIII, Statements (two)' showing the growth of City Municipal 
Corporations income from 1889·90. CVII-CVITI 

XIX. Statement showing the growth of Government grants-in-aid 
to District Boards since the year 1889-90 CIX-CXI 

XX. Statement ahowiug the growth of Government g:tnts-in-aid 
to Municipalities since the year t889-90. CXII-CXIV 

XXI. Statement showing the growth of GoTernment grants·in•aicl. 
to City Muaicipal Corporations since the yeu 1889-90 CXV 



APPENDIX t 
QUESTIONNAIRE 

REVENUE 

1. What are the main sources of income of your local body and what percent· 
age of total income does each source represent ? Mention heads of taxes or fees 
and the rates at which they are levied. 

2. As the present sources of income of local bodies are admittedly inade· 
quate, make suggestions for additional resources, dividing them into ll) tax and (2) 
non-tax resources. 

3. Are there any classes of population, either ~n urban or rural area, which 
escape payment of local taxes ? If so, mention such classes and also state how, 
in your opinion, they can be made to contribute. 

4. Do you feel that any of the taxes now desig~a.ted as "Provincial" should 
be assigned to local bodies ? If so, which ? 

5. Do you feel that a local body should receive a sha.re of any one or more 
of the following or any other sources of revenue :-

1. Stamp duty on transfer of property ; 

2. Entertainment tax ; 

S. Moter vehicle tax ; 

4. Cattle trespass income ; 
5. . Excise revenue (so lotig as it exis"ts) i 

6. Land revenue ; 
7. Forest revenue ; 
8. Tax on electricity ; 

9. Petrol tax ; 
10. Sales tax ; 
11. Unearned income tax or betterment tax ; 

12. Betting tax ; 

13. Succession duty ; 
14. Frovincial share of income tax ; 

15. Non-agricultural assessment ; 

16. Agricultural income tax ; 

6. Is a profession tax levied by your local body ? Are there any restric· 
tions on the imposition of such a tax ? Considering the great activity in the 
exercise of various professions iu urban as well as rural area;, is it not desirable 
that very mucb higher ratos than those now in vogue should be introduce.i ? Make 
sug~estions. 

7. Is any pilgrim tax levied in your province ? How is it collected? 

Doe3 pilgrim traffic by road in motor buses escape this tax ? If so, make 
suggestions fur cullectiog pilgrim tax from buses. Are you in favour of increasing 
the present rates of pilgrim tax ? 

8. Are you in favour of compulsory levy of house tax both in rural as well 
as in urban areas? If not, what other sources of revenue do you sugnest for such 
ft. body where it is not levied ? (Jive reasons for ')'Oll~ !J.Dswers. · <> 
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APPENDIX I 

9. P.hould assesRment of all taxes impoRed by loca.l bodies be done by loca.l 
bodieq themRelves or by an ind~pendent agency? If b.tter, please state the cons• 
titution. powers, etc., of such an agency. • 

10. Ca.) Do you think that the rate of local fund ce!ls should be uniform 
for all districts ? If so, wb&t should the rate be in your province. Give reasons. 

(b) Should the local fund cess be assessed on a. progressive or grades 
scale ? Give reasons in support· of your view. 

11. When zamindaris are abolished, wh~t is your SU!!gAstion reguding re· 
placement of the cess or a.ny,other income which is now paid by za.mindars ? 

12. Are you in favour of the imposition of a terminal tax or octroi by the 
local bodies ? If so, what are your suggestions ? 

13: What is yonr opinion on the advisability of allowing taxes for local 
improvements to be paid in kind or in the form of manual h hour in lieu of cash 
in villages ? · 

14. What is your opinion on the advisability of levying a. betterment tax 
for purposes of improvements or a. surcbarRe up'ln the owners of immovable pro· 
psrty, the value of which is a.utom'l.tically increased by the improvements ? In 
ca.qe y'lu are in favour of levying such a. tax: or surcharge, what, in your opinion, 
should be the basis for liluch levy ; whether it should be with reference to the 
cost of ·improvements or with raference to the rental value of the immovable pro
perty or with reference to the Rctua.l increase in the value of the property ? 

15. Do you think that collections of taxes by local bodies are made in full ? 
If not, what improvements do you sug~est ? 

16. (i) Do you suggest any special levy of roa.d tax on industrial concerns 
ma.king extraordinary use of roads in the jurisdiction of loca.l bodies i 

Or 
(ii) Do you s11ggest any amendment to the Motor Vehicles Act as re· 

ga.rds special amounts pa~ able to local bodies ? 
17. Do you suggest that recovery of rents by municipalities of properties 

o~ei by them should be ma.de in the sa.me manner as the recovery of taxes ? 
18. D-l you think it is possibla or workabla to simplify the existing system of 

local taxation and to reduce the multiplicity of taxes ? If so, in what manner ? 
19. What factors are, in your opinion, to be taken into cJnsidara.tion for 

determining whether the incidence of taxation is high or low in a particub.r local 
body? 

GRANTS-IN-AID 

20. What; financial assista.nc;~ do local bodids in your province receive from 
the Provincial Government in the form of :_ 

(a) stttutory grants for specific objects ; 
(b) non·sta.t.utory grants for specific objects ; 
(c) general grants i 
(d) assignmeut of revenues, or 
(e) any other form. 

21. Are you .satisfied \dth the preseut system of grants-in-aid? If not, 
suggest on what basts tb·3Y sh JUld ba determined a.nd in what proporation with 
spectal .refurence to (1) education, (2) public works, (3) health, (4) medical relief 
and ~5) In atd of general funds, -

22, How fr.r should gre,nts·in-a.id be replaced bf assigned revenqe? 
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APPENDiX t 

EXPENDITURE 

23. Ha.s the growth of revenue of local bodies kept pace with the expen· 
diture ? If not, how have the budgets of loc!ll bodies been ba.la.nced ? Give 
figures. 

24. (a.) Do you think it desirable that certain functions a.ud the expendi· 
t ure associated with them should be handdd over to local bodtes along wiGh 
definite sources of reveuues? If so, name them arid state rea.soaa. 

(b) Are there any functions of local bodies, whieh, in your opinion, 
should bo transferred to the provmci~l governments? 

25. In what proportion is the expenditure on primary education shared 
between the provincial government and the local bodi~s in your province ? 

26. Do you think it (1) economical and (2) ad.cninistra.H vely convenient for 
two or more small local bodies to perform certain common functions by an 
administration jointly run by t.hem ? If so, which are those functions and how 
should such joint a.dministration be controlled ? 

27. (a) Under what heads is retrenchment in e~panditure possible? Men· 
tion details ? 

(b) How far, in your opinion, readjustment of local areas will cJnduca 
to efficiency and economy ? Can this be dona by abolition of district boards and 
grouping of villages into Panohayat. Boa.rds ? 

28". What is your opinion on the proposal to form an association ~o£ local 
bodies for the purchase of essential materials and commodities required by them ? 

29. Are you in favour of a provincial bJdy of experts being attac)lad to the 
Provincial G.:~vernmant in the L)ca.l Salf-G.:~vernma:1t department andwill this lea.d to 
econotnY in the finances of local bodies? 

30. Are you in fa.vour of the p:>wer of surchaga baing given b the Provincial 
Accountant-General or Examiner of L::>ea.l Fund Accounts ? Should there by 
any appeal, and if so, to whom ? 

LOCAL LQANS 
_ 31. Are there adequate facilities provided by law: or by GoTernment to 

encourage local bodies to take loans either from Government or to raise thEi directly 
from the open market ? If not, what further fa.cilities should be provided ? 

MUNICIPAL BANK 
. 32. What is your opinion •on the advisability of starting a joint banlc of 
local bodies with the capital to be made up of Provident Funds a.nd other acoumu· 
lated funds of local bodies for tile special purpose of enabling local bodies to ta.k'e 
loa.ns from their own bank on easy tera;~s ? 

COMMERCIAL UNDERTAKINGS 
33. (a.) Are you in favoul.'" of local bodies undertaking business enter

prises, such as, tramwa.ys, bus services, electricity supply, da.iry farms, vegetable 
gardens, fish farms, p-:mltry farms, printing presses, theatres, workshops, etc, 
( 1) as remunerative activities calculated to improve sources of revenue and/or 
(2) for providing cheaper and batter service to the community? 

(b) Mention any utility concerns, which ca.n be profita.bly run in the 
local area. of which you have special knowledge. 
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TAXATION OF RAILWAY PROPERTIES 
34. What is the I>osition relating to the levy of taxes on railway properties 

by your local body ? · 
35. What difficulties, if any, have been experienced in getting a. notifica

tion of liability to yay particular taxes issued in respect of railway properties? 
36. What is the system followed in a.ssesning railway properties by your 

local body and what difficulties, if any, are experienced in this respt<ct? 
37. To what extent do the railway authorities c1~im special treatment in 

the assessment of their properties and what loss, if any, is caused by such 
treatment? 

38. What is the approximate loss of revenue, if any, suffered by your local 
body by the refusal of permission by the Central Government to levy any particular 
tax on railway propedies ? 

39. To what extent do the railways provide the usual municipal amenities 
in railway cobnies in your area. including prim~ry schoal.>,lighting, road mainte
nance, water supply, sanitation, medical relief and anti-epidemic measures ? 

TAXATION OF CENTRAL GOVERNMENT PROPERTIES 
40. Has any difficulty been experienced by your loc:1l bJ'dy in levying munici

pal taxes on properties of the Central Government, which have come into existence 
since 1st April 1937 ? 

41. What loss, if any, does your local body suffer on account of the inability 
to levy municipal taxes on such properties ? 

42. Give particulars of any Central Government properties in your area, 
which are used for purposes of profit and which cannot be taxed because they came 
into existance after 1st Apri11937 and state the approximate revenue, which is lost 
every year on this account. · 

The term "local body'' includes all units of local self-government, such as, 
City Corporations, Municipalities, Rural Boards, Village Pa.ncha.yats, Town Commit· 
te~s. Notified Area. Committees, etc. 

The above list of question is by no means exhaustive and does not prevent 
the inclusion of additional points, whieh may be considered as f!l.lling within the 
terms of reference of the Committee. 

It is earnestly requested that the replies to this questionnaire may kindly 
be forwarded to the Secretary, Local Finance Enquiry Committee, Kennedy 
Cottage, Simla, within two months from the date of its receipt. 
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SUPPLEMENTARY QUESTIONNAIRE ON THE PROBLEMS OF 
IMPROVEMENT TRUSTS AND DEVELOPMENT BOARDS· 

1. What are the exhting sources of revenue of Impro\'ement Trusts/ 
. Devel0pment Boards ? Are thes:3 adequa.to for carrying out the 
functions assigned to them ? 

2. Considering that Improvement Trusts/D:3vebpment Boards have 
been specitic:J.lly created by Government for the purpose of clearing 
up c'lngJsted are'l.s tmd prom1ting o~·ierly dovel•lpmont of the City, 
is it the duty of tho Municip3.lity 0r N 1tifiei Ara'l. C.lmrnittee or other 
local body concerned to c1ntribute towa.rds the financl3s of the Trust 
operating within its area? 

3. If the rl'lply is in the affirmative, do you. consider it advisable to vest 
the Improvement Tru!'tlii/Dovelormant Boards with statutory po""er to 
levy taxes within a local area ; or, l<J y lU 't •. hi nk that the operation of 
two independent bodiag in the same field of ta.utiou may lead to 
friction and p0ssible harassment of the taxpayer? 

4. In the latter cq,se, are you in fav,mr of the local boilv co~cerned 
levying the tax and all.Jtting to the Improvement Trust/Duvelup:nent 
Board a fair prop,1rtion of the proceeds there(lf ? 

5. If so, state the particular taxes within the sphere of a Municipality, 
Notified Area C >mrwttee or other l<lcal b 1dy out of which a share 
should bJ albttod to the Improvement Trust/DuvduP'neut B •ard.. 

6. Is it the duty of the Central or Provincial Governments, in your 
opinion, to b€lp the act~viti·JS of Improvement Tru-ts/D:vol<lpment 
Boards, by providing fund f,>r carrying •:nt schemJs of city d·wul<~p· 
ment-specially schemes relating to blum cl~arance aod rehousing ? 

7. If so, mantion the heads of Cdntral or Proviucial Government revenues 
which sh·mhfbe earmarked in full, or parG, fur allutwent to Improve
ments Trust~:./Developmeot B.Jards? 

8. Ha.ve you any suggasti.m to make for amending the law-practica about 
levy of betterma ... t/abo~ond mme.1t cbargds with a view- tu increa.se the 
resources of the Tru>its/DaYelopment Boards ? 

9. What is the extent of out~tandi •g loans taken by the Imorovament 
Trusts/D:~velopment Board:J irom (a) Government, and' (bl ··open 
market, and, what is the rate of interest in each o>J.se? · W.mld it be 
fina.ncially in the interest of Improvement Trusts/Development B Jards 
if provision is made enabling them to borrow money in the opim market. 

10. In particular, should it be made the duty of an Improvement Tru.st/ 
Development Board or the I •cal body concerned to maintain out of its 
own fund conservancy services, for example, cleaning of streets and 
drains, rem:>Val of filth and rubbish, etc. in respect of streets and 
a.pen a.reasincluded in a Trust/BJard scheme? Who ma.inta.ins thelia 
liervices at; present and how-- is the cost thereof mat ? 

11. If the Improvement Trust/Devebpment Boa.rd is to be made responsi· 
ble for ca.rrying out the above duty, should the expanses on maintain
ing conservancy arrangements be met by the local body concerned ? 

12. In the interest of Trust/Board finances; what would be the bast method 
for disposal of land by the Trust/Board, i e. whether (a.) as freehold 
or leasehold; and (b) by public auction, tender or private trea.tr? 
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Should the Trust's/Boa.rd's policy be to levy ma.rke!; rate on a.ll disposs.la ? 
Should any concession be made in the ca.se of land required by Government or 
a local or private society or indiviuus.l for specific public purposes. If so, 
wba.t are these purposes ? 

18. Do you agree that the existing law rels.ting to compenss.tion.for land and 
buildings a.t markeh value in the case of a slum a. rea is acting a.s a serious 
drag on the Trust's/Development Board's finances ? If so, are you in favour 
of the law on the subject being brought in line with the English law, under 
which the compensation payable in the case of slum clearance areas is re
stricted to the value of site without the buildings ? 

14. What other suggestions ca.n you make for increasing the resources of or reduc· 
ing cost of schemes undertaken by, Trusts/Development Boards? 
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No. 6-36/49-LFEC. 
Office. of the 

Local Finance Enquiry Commibtee 
(Camp) Assembly House, Calcutta, 21st Dec. 1949. 

Shri P. K· Wattal, 
Chairman, Local Finance Enquiry Committee. 

The Joint Secretary to the Government of India., 
Ministry of Health, 
New Delhi. 

In connection with the enquiry which the CommHtee ha.ve been asked to make, 
we have, during the course of evidence, received various suggestions for alteri11g the 
structure of !Jcal b Jdies. By way of illustration, I might pJint out that it has 
beau suggJsted by soma witnesses that the Calcutta. Improvement Trust does not 
fulfil any useful function and might be wound up and amalgamated with tne 
Cfl.lcutta. CJrporaLion, SL:nilarly, there have bean suggestions that the District 
Boards do not perform any useful functions and might be replaced by ad hoc Regio
na.l Boards more or lass departmental or official in character. These questiona 
do not come directly within the terr:nS of reference of the Committee, but they afford 
a. wide field for inves~ig!lotion, on which the opinion a.nd practice of Provincia.l 
Government3 is not necessarily uniform. What I feel is that even though in carr 
tain cases an improvement in local finance may result from an a.ltera.tion of the 
structure of local self-government, the usefulness of the report which the Com· 
mittee may submit will be greatly compromised if it goes into questions which 
are really extra•fina.ucia.l in scope and character. I would, therefore, suggest that 
the Committee should build its recommendations the basis of the existing structure 
of local self-government whatever it may ba in any pa.rticula.r ProTince u.nd tha.t 
recommendations for increasing the source of inoome of loca.l bodies should be ba.sed 
on the existing system a.nd not on a.ny a.lbera.tion in that system, however desirable 
it may oppea.r to be even on grounds of finance. If, however, it is da.cla.red that 
&Iteration of structure comeg within the scop3 of the invastig'lotbn entrusbed to this 
Committee, I fear it will not be possible eibher to came to any uo.a.uimity ou the 
conclnsio:::~s or to submit the report. by the end of May, 1950, as decided by the 
Government of India. 

A ruling on this point ma.y kindly be sent to met a.t a.n ea.rly date so tha.b it 
may be communicated to the members of the Committee. 

vii 

Yours fa.ithfully, 
P.K. Watta.l 
Chairma.n.· 
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No. 5007-LSG/49. 
Government of India., 

Ministry of Health. 
New Delhi, the 7th January, 1950. 

S. Deva.na.tb, Esquire, B.A. (Hons.), 
Under Secretary to the Goverment of India. 

The Cha.irma.n, 
Local Fina.nce Enquiry Committee, 
Kennedy Cottage, 
Simla. 

Terms of reference of the Local 
Finance Enquiry Committee. 

I a.m directed to refer to your letter No.6-36/49-LFEC dated the 21st 
December, 1949, on the subject mentioned above a.nd to say tha.t as you areal· 
ready a.ware it ..va.s after great difficulty that the .term of the Committee was 
extended ur. to the end of May, 195) and that the Government of India. will not en· 
terta.in a.ny proposal for its further extention. The Committee is required to com
plete its report by the end of May 195) a.nd it is therefore advisable that it 
should confine itself strictly to the existing ter91s of reference and frame its re· 
commendations with reference to the existing structure of looal bocies. 

viii 

Yours faithfully, 

S. Deva.na.th 
Under Secretry. 
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Tour programme of the local Finance Enquiry Committee 

Part I 

9th Dec. 1949 Friday Departure Simla 1315 hrs. entrain 
Calcutta Mail at Kalka. 

11th Dec. 

12th Dec. 

14th Dec. 
15th Dec. 

24th Dec. 
25th Dec. 
25th Dao. 
26th Dec. 

29th Dec. 
30th Dac. 

do 
1st Jan. 1950 

13th Jan. 
14th Jan. 

do 
15th Jan. 

23rd Jan. 

24th Jan. 

29th Jan. 

30th Jan, 

8th Feb. 

lOth Feb. 
lOth Feb. 
11th Feb. 

20th Feb. 
~1st Feb, 

Sunday Arrival Calcutta 1110 hrs. ' 
Departure do 2025 hrs. Puri Exp. 

0542 hrs. Monday Arrival Cuttack 

Halt, from 12th to 14th December, 1949 

Wed'day Departure 
Thurs. Arrival 

Cuttack 2102 hrs. Puri Exp. 
Calcutta 0705 hrs. 

Halt, from 15th to 23rd DeceDDber, 1949 
Satur. Departure Calcutta. 1215 hrs. Ae:aam Mail 

Sunday Arrival \ Pandu 0945 Ius. 
do. Departure 

Monday ~\rrival 
Pandu 1145 hrs. motor car 
Shillong 1650 hrs. 

Halt, from 26th to 28th December, 1949 

Thursday Departure SLillong 1240 hrs. 
Friday Arrival Calcutta 1535 hrs. 

Departure Calcutta 1845 hrs. 
Tuesday Arrival Simla. 1420 hrs. 

Part II 

Friday 
Satur. 

Departure Simla. 1315 hrs, 
Arrival Delhi 0630 hrs. 
Departure Delhi 0845 hrs. G.I.P. 

SundJ.y Arriva.l BJmba.y V .T. 1630 hrs. Mail. 

Halt, fronD 16th January to 23rd January, 1950 

Monday Departure Bombay V. T. 1630 hrs. Calcutta. 
Mail via Nagpur. 

Tuesday Arrival Nagpur 0955 hrs. 

Halt, from 24th to 29th January, 1950 

Sunday Departure Nagpur 1648 hrs. Grand 
Trunk Express. 

Monday Arrival Madras 1745 hrs. 

Halt, fronD 31st January to 7th February, 1950 

Wed' day Departure Madras 0848 hrs. Grand 
Trunk Express. 

Friday Arrival Delhi 0810 hrs. 
Friday Departure Delhi 2230 hrs. 
Satur. Arrival Simla. 1420 hrs. 

Part lll 

Monday Departure Simla. 131.5 hrs. 
Tuesday Arriva.l Lucknow 2000 hn. 

i:x: 



4th March 

l>th March. 

11th March 
12th March 

24th March 
25th March 

26th March 

30th March 
31st March 

Halt, from 22nd to 3rd March, 1950 
Sa.turd~y . Departure Lucknow 2000 hrs. (18 

Sea.ldah Express). 
Sunday Arrival Pa.tna. 1655 hrs. 

Halt, from 6th to lOth March, 1950 
Saturday Departure Patna 0736 hrs. 
Sunday Arrival Delhi 0530 hrs. 

Part IV 
22nd, 23rd a.nd 24th March-Sittings in Simla.. 
Friday Departure Simla. 1530 hrs. 
Saturday Arrival Jullundur 0730 hrs. 

Meetings at Jullundur on 25th and 26th March, 1950. 
Sunday Departure Jullundur 1430 hrs. 

Arrival 1 Amritsar 1830 hrs. 

Halt at Amritsar from 27th to 29th March, 1950 
' Wed'day Departure Amritsa.r 2030 hrs. 

Thursday Arrival Simla 1431 hrs. 
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List of witnesses examined 

Cuttack. 12-12-1949 
(FORENOON) 

1. Dr. Sadashiva. Mishra., Professor of Economics, Revenshaw College, Cutta.ck, 
2. Shri Gopinath Bebera,; Collector of Ganjam. 
3. Shri flhkardhwaja Patnaik, Vice-Chairman, Kora.put District Board. 
4. Sbri Jana.naranjan Patnaik, Chairman, Balasore Municipality. 

(AFTERNOON) 
5. Moulvi Md. Hanif, Chairman, District Board, Balasore. 
6. Shri Nilamani Pradban, Chairman, District Board, Cuttack. 
7. Shri Dinaba.ndhu Beheral, M. L. A., Chairman, District Board, Ganjam. 
8. Eihri A. T; Sarma., M. L.A., Vice-Chairman, Districfi ;Board, Ganja.m. 
9. Shri·Rajendra Panda, Chairm!l.n, District Board, Sambalpur. -

10. Shri Jaganath Mishra, Chairman, District Board, Puri. 
11. Shri Bibhuti Bhusa.n Tripatby, Executive Officer, Cuttack Municipality. 

13·12-1949. 
(FORENOON) 

12. Sbri B. M. Siuba, Chairman, Jaipore Municipality. 
13. Sbri n. C. Ratho, Additional Revenue Commissioner, Orissa. 
14. Sbri Chalapati Ra.o, Manager, Berhampur Municipality. 
15. Shri B. Patanaik, Panchayat Officer, Ganjam. 
16. Shri Mukknda Cbaran Mahanti, Chp.irman, Kendrapara Municipality. 

(AFTERNOON) 
17. Shri B. Mukberji, I. C. S., Chief Secretary and Secretary Finance department, 
18. Shri S. D. Bahuguna., Deputy Director of Public Iastructions. 

14-12·1~49 
(FORENOON) 

19. Sbri Kapile:Jwar Prasad Nanda, M.L.A. 
20. Shri G. Sahani, Municipal Commissioner, Sambalpur. 
21. Shri B. Sivaraman, I. C. S., CJrmnissioner, Northern Division. 
22. Shri Radhenath Bath, M. L. A. 
23. Shri Balamukundllo Naya.k, Deputy Director, Public Health. 

(AFTERNOON) 
24. Shri Bina.yak Acha.rya., President, Orissa Local· Bodies Employees Federation. 
25. Shri G. Krisbnamurty, Secretary, Oriasa Local Bodies Employees 

Federation. · , 
26. IIon'bla Pandit, Linga.ra.j Misra, Minister for Local Self-Government, Orissa. · 
27. Hon'ble Shri Harekrishna. Ma.hata.b, Chief Minister, Orissa. 

Calcutta. 
15-12-1949. 

(FORENOON) 
1. Shri Jitendra. Na.th Mitra [ West Bengal District Board 
2. Shri Pra.fula Nath Banerjee J Association. 
3. Shri Sa.na.t Kumar Roy Chowdhry, Ex-l\IayJr, Calcutta Corporation. 
4. J. C. Mukherjee, Ex-Chief Executive Officer, Calcutta Corporation. 

(AFTERNOON) 
5. Shri Giris Chandra. San, E:x-Daputy Secretary, Local Self-Government Depart

went, Bengal. 
~1 
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6. Shri J. C. Das Gupta, Retired Secret&ry, Howrah Municipality. 
7. Shri Probodh Kum!lor Chatterjee, Secrehry, Burdwa.n Municipality. 

16·12·1949. 
(FORENOON} 

8. Shri 'Mahendra. Kumar Ghosh, Ex-Chairman, Khulna Municipality, Officer-in· 
Charge of City Assessment, Calcutta. C 1rpoution. 

9. 
10. 

Mr. Fazlur R!!.hma.n, Vice·Cha.irm'l.n. Nadia. District Bn&rd. 
Shri Annada. Prosa.d Chowdhry, Ex· Minister, L'Jca.l Self-Government Depart· 
ment, Bengal. 

(AFTERNOON) . 
11. Shri Biren Rfly, President, West Beng'lol Mu11icipal Association. 
12. Shri N. K. 13a.nnerjee, Secretarv, West Beng'l.l Municipal Association. 
13. Shri Saila Kumar Mukerjee, Chairman, Howrah Municipality. 
14:. Shri D. N. Basu, Secretary, Howrah Municipality •. 
15. Shri C. C. Mitrfto, Chairman, Midnapore Municipality. 
16-19. Chairman, Konnagar, South Dum Dum, Rishra. and Asa.nsol Munici· 

pall ties. 
17-12·1949. 

(FORENOON) · 

20. Dr. S. R. Chatterjee, Chairman, District Board, West Dinajpur. 
21. Shri B. P. Sin~h Roy, Indian Chamber of C0mmerce, Calcutta. 
22. Shri Charu Chandra Sanya.l, Member, District Board, Jalpa.iguri. 

(AFTERNOON) 
23. Shri Jitendra. Na.th Mitra., Chairman, District Board, Burdwan. 
24. Shri Jyotir Mohan Misra, Chairman, District Board, Maida.. 
25. Chairman, District Board, Mnrshidabad. 
26. Chairman, District Board, Midnapore. 
27. Chairman, Distrio.t Board, Hooghly. 

18·12·1949 
(FORENOON) 

28. Shri Narisingh Prasad Sarka.r, Cha.irma.n, Krishn&g:u Municipality. 
29. Shri Monoranja.n Sen, Chairman, Berhampur Municipality. 
30. Shri Ra.s Biha.ri Shastri, Chairman, Kancharpara. Municipality. 

(AFTERNOON) 
31. Shri Pandit Ra.mch&ndra Awasthi, Chairman, Budge-Budge Municipality. 

·32. Secretary, Budge-Budge Municipality. 
33. Shri Sisir Kumar Mitra., Chairman, Panihat Municipality .. 
34. Dr. A. K. Bhattacharya., Vice-Chairman, North Ba.rraokpore Municipality. 
35. Shri B. N. Cha.tterjee, Municipal Commissioner, Uttarpara. 

19-12-1949. 
(FORENOON) 

36. The Sub-Divisional Officer, Lalbagh. 
37. Shri P. C. Ha.lder, Examiner, Loca.l Fund Accounts, Beng!l.l. 
38. E'hri J. c: Chatterjee, Additional District Ma.gistra.te, 24 Pa.rga.nas. 
39. Shri B. L. Ghosh, District M!!.gistrate, Distt. Dinajpur. 
40. Shri S. N. Ray, I. C. S., Administrative Officer, Calcutta. Municipal Corpora.

tion and Chairman, Calcuth Improvement Trust. 
· (AFTERNOON) 

40. Shri S. N. Ray, I. C. S., Administrative Officer, Calcutta Muoicipal Corpmlo· 
tion and Chairman, Calcutta Improvement Trust. 

{1. Sbri D. N. GanGuli, Chi~£ Engineer, Calcutta. Munic:pa,l Corpora,tiou, 

xii 



42. 
43. 
44. 

A:tPENDIX IV 

20·12-1949. 
(FORENOON) 

Shri 0. 0. Biswas, Chairman,} 
Shri H. P. Bhowmik, Member, Calcutta. Corporation 
Shri P. C. Chowdhry, Member, sian. 

(AFrERNOON) 

Investigation Oommis• 

45. Shri P. P. I. Va.idyana.tha.n, I. 0. S., District Magistrate, Birbhum. 
46. Shri B. K. Bannerjee, I. A. S., Distrie:t Magistrate, Burdwan. 
47. Shri D M. Sen, Secretary, Education Department, Bengal. 
48. Shri A. C. Roy, Deputy Secretary, Finance Department, Bengal. 

21-12-1949. 
(FORENOON) 

49. Shri Pnn Krishna Chowdhury, President, Ka.ligram Union Board (Ma.lda). 
00. Shri S. 0. Sen, President, Tehri Union Board (Ba.nkura.).-
~1. Shri Ja.tindra Mohan Datta, M.Sc. B. L., F.S.S. {Land.). F.R. Econ. S. (Lond.). 

~2. Hon'ble Dr. B. 0. Roy, Chief Minister, Bengal. 

53. Hon'ble Shri Jadabendra. Nath Panja., Minister Looa.l Self-Government, 
Bengal. 

Shillong. 
26-12·1949. 

(FORENOON) 

1. Shri Sidhi Na.th Sarma, B. L., 1f. L. A., Chairman, Gauha.ti Local Board. 

2. Shri R. M. Das, M.A., Oha.irma.n, Karimganj Municipality and Local Board~ 
3. Ma.ulvi A. B. Chowdhury, B. A., Member, Shillong Municipality. 

(AFTER~OON) 
4. Shri A. a. Bezbaruah, B.L., Chairman, Sibsagar Municipality. 

5. Shri A C. Sen, General Secretary, Assam Chamber of Commerce. 

27·12·1949. 
(FORENOON) 

6. Shri N. N. Phukan, B. L., I. A. S., Director of Land Records and Inspector 
General of Registration, Assam. 

7. Mr. B. M. Roy, B. A., Additional District Magistrate, Khasi and Ja.intia 
Hills. 

8. Sbri M. C. Mohanta, B. L., Panchayat Officer, Rur&l Development Depa.rt· 
ment, Assam. 

9. Shri A. Bhattacharji B. A., I. A. S., Deputy CJmmissioner, Kamrup. 
(AFTERNOON) 

10. Sbri J. L. Kakati, B. A., Superintendent, Office of the Exa.miner, Loc&l Fund 
Accounts, Assam. 

11. Shri D. C. Da.s, I.C.S., Development Commissioner, Assam. 
· 12. Shri G. C. Phukan, M.A., B. L., Under Secreta.ry, Finance Department, 

Assam. -
13. Shri U.K. Goswami, M.A., B. L., Director ofi?ublic Instruction, Assam. 

U. Maulvi M. Sultan, M. A., I. A. S., Socre~ary to the Government of Assam fn 
~he }4ocal Salf-Goverpment, Medical & Educ~tion pe~artments, 

~iii 
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28-12-19!9. 
(FORENOON) 

15. Hon'ble Maulvi Abdul Ma.tlib Mazumdu, M.A., B. L., Minister, Local Self· 
Government, Assam. 

15. Mr. E~ H. Pakyntein, B. A., I. A. S., Chairman, Hafbng Town Cummittee. 
17. Maul vi 'M. Sultan, M. A., I. A. S., rSecrata.ry to the G-'lvernment of Assam in 

the Local Self-Government, Medical & Education Dep~~ortments. 

Bombay, 
16+1950. 

'(FORENOON) 

1. Shri Manu Suqeda.r, Bar·a.t-Law. 

2. Prof. C. N. Vakil, Dean of the Faculty of Economics, Bombay University. 
(AFTERNOON) 

3. Shri M. Y. Nurie, Vice-President, Bombay State Congress Committee. 
4:. Shri P. V. R. Rao, I. a. S., Secretary, Education Dapa.rtment, Bombay, 
5, Shri Jamnadas M. Mehta, Ex-Mayor of Bombay~ 

17·1-1950. 
(FORENOON) 

6. Shri B. K. Patel, T. a. S., Municipal aJm'Dissioner, Bombay. 
7. Shri S. K. PatH, 'Mayor of Bombay. . 
s. Shri Chinubhai 9hima.nbhai Sheth, President, Ahmedabad Municipality. 

(AFTERNOON) 
9. Shri S. G. Barve, I. C. S., Municipal Commissioner, Poona.. 

10. Shri I. R Bhaqg,t, Ex-Chief Officer·, Ahmedabad Municipality. 
11. Shri R. G. Mnd&k, Chief Officer, Nasik 'Municipality. 
12. Shri B. B. Potdar, B.A., LL.B., Ex-President, Belgaum Municipa.lity. 

lR- t-1950. 
(FORENOON) 

13. Rhri 'M. G. 1\ao;be'l.{ar, Pre!'li~ent, K!!.l'\'i'ar Municipality, 
14. Rhri M. D. Brahme, Presi~snt, Am<tlTl"lr 1\fu'licipdity. 
15. Rhri Raro'lh K. Trani, Prec;idont., Ahm~d·vt~'l.r 1\funicim.Iitv. 
16. Shri R1Ziu1din H. Go1tiw!l.h., M.fJ.A. a,.,a Prasid;mt, Hubli Mu:J.bipllity. 
17. Shri R. B. Pardeshi, President, Yeoh. Municipality. 

(AFTERNOON) 

18. Rhri 0. C. Bhat, President, Vira.mgam Municipality. 
19. Dr, V. N. Modi, President, B!l.roda. Municipality. 
20. Shri B. A. Da.fta.rda.r, ex-President, Sa.ngli Municip&Iity. 

19·1·1950 
(FORENOON) 

~1. Rhri V. P. Desai, Pre:;ident, Nadiad 'Municipality. 
22. The President, District Loc11.l Board, Kolhapur. 
23. Shri D. S. Des11.i, President, District Lnca.l Bna.rd Satara North, Satar&. 
24. The PreRident, District Local Bmud, R:ttnagiri. 
25. Shri B. R. Tamba.kad. President, Dis~rict L1cal Board, Dbarwar. 

(AFTERNOON) 

26. Shri Gordha.nda.r:J G. Mora.rji. 1 Rmrase~~a.tive3 of the Indian MJrcl-a,nt~ 
27, Shri R. G. Sa.ra.iya.. }- Ch~mher. 
28. Shri Da.hya.bh!Li Patel. J 

~iv 
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29. Shri Purshott,am Mulji Kapadia, R3presentative of Bombay Pieoe·goods Mer· 
chants' Association. 

30. Shri N. S. V. Aiyer, Secretary, Millowners' Association, Bombay, 

20-1-1950 
(FORENOON) 

31. Shri Asoka Mehta, Member, Bombay Municipal Corporation. 
32. Sbri Dinker'Desai, Member, Bombay Municipal Corporation. 
33. Shri Rohit Dave, Member, Bombay Municipal Corporation. 
34. Shri Velinkar, Member, Bombay Municipal Corporation. 
35. Principal L. N. Welinkar, Member, Bombay Municipal Corpora.tion. 
36. Shri Shantila.l Mangaldas, Ahmedabad Millowners'Associa.tion. 

(AFTERNOON) 
37. Shri C. L. Shah, Surat Chamber of Commerce. 

21·1-1950 
(FORENOON) 

38. Shri V. S. Bhide, I. C. S., Commissioner, Southern Division. 
39. Shri U. M. Mirchandani, L C. S., Commissioner, Northern Division. 
SO. Shri D. V. Vyas, I. C. S., Commissioner, Central.Division. 
41. Sbri T. N. S. Ratnam, Examiner Local Fund Accounts, Bombay. 
42. Hon'ble Shri G. D. Vartak, Minister for Local Self-Government, Bombay. 
43. Hon'ble Shri V.L. Mehta, Finance Minister, Bombay. 
44. Shri B. Venkatappiah, I. C. S., Secretary, Finance Department. 

Nagpur. 
'25·1·1950. 

(FORENOON) 

1. Shri R. G. Upagade, Chairman, Janapada l:;abha., ~Seoni. 
2. Shri R. A. Kanilkar, Advocate, Buldana. 
3. Shri P. A. Choubey, Officer·in-Charge, Nagpur Municipality. 
4. Shri S. N. Misbra, Chief Accountant, Na~pur Municipa.lity. 
5. Shri D. V. Shidore, Member, Amraoti Municipality. 

27-1-1950 

G. Shri P. B. Das, Chairman, Nagpur Improvement Trust. 
7. · Sbri S. P. Trivedi Executive Officer, Nagpur Improvement Trust, 

28-1·1950 
(FORENOON) 

8, Shri G. D. Modi, Chairman, Kamptee Municipality. 
9. Shri M:. I'. Kolbe, Advocate, Yeotmal. 

10. Shri R. C. Rai, President, Bilaspur Municipality. 
11. Shri B. L. Pandey, Secretary, Finance Department, Madhya Pradesh. 
12. Shri M. R. Majundar, M. L. A., President, Burhanpur Municipality. 

(AFTERNOON) 
13. Shri J. G. Kad,\m, Chairman, Janapada Sabha, Arvi. 
14. Shri M. B. Somani, B.A.,LL.B., Chairman, Janapada Sabha, Murliza.pur, 
15. Shri B. V. Shonde, Chairman, Janapada Sabha, Wardha. 
I6. Shri K. Lakshminarayan, Examiner, Lo::a.l Funds Accounts, Madhya Pra.desh-
17. Shri R. R. Bah!, I. C. S., Deputy Commissioner, Jubbulpur. 
18. Shr~ B.N. Ve_rrna, I. C. S., Deputy Commissioner, Ba.ipur.-
19. Shr1 N. P. M1shra, Secretary, Gondia Municipality. 
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29-1·1950 
(FORENOON) 

20. Hon'ble Shri D. K. Mehta., Minister of Finance, ~fa.dhya. Pradesh. 
21. Lt. Col. A. S. Garewa.l, Inspector General of Civil Hospitals, Madhya Pradesh. 
22. Shri Duvindar Lal Tripathi, Chairma.n, Janapada Sabha, Jagdalpore Basta.r. 
23. Shri E. W. Franklin, Director of Public Instruction, Madhya Pradesh. 
24, Shri N.C. Gupta, Deputy Commissioner, Chanda. 
25. Shri D. Y. Ashedkil.r, Deputy Commissioner, Bhandara. 
26. Shri G. K. Tiwari, Daputy Commissioner, Nagpur. 
21. Hon'ble Shri D.P. Mishra, Minister for Local Self-Government, Madhy!!. 

Pradesh. 
Madras. 

31-1-1950 
(FORENOON) 

1. President, District Board, Anantapur. 
2. Psesident, District B.Jard, Salem. 
3. President, District Board, Nilgris. 
4. President, District Board, Malabar. 
5. Special Officer, District Board, Vi~aga.pa.ta.m North. 
6. Special Officer, District Board, V1zagapatam South. 

- 7. President, District Board, Chittor. 
(AFTERNON) 

8. _ Shri P. B. K. Raja Chidambara Reddiar, President District Board. 
Ti ruchna ppalli. 

9. Shri V. K. Ramaswamy Mudaliar, President, Di!'trict Board, Cbinglepet. 
10. Shri C. P. Subramaniam, District Pa.nchayat Officer, Tiruchinappali. 

1-2-1950. 
(FORENOON) 

11. Dr. P. S. Srinivasan, Chairman, Kancheepuram Municipality, 
-12. Chairman, Karikudi Municipality. 
13. Chaitman, Ma.sulipatnam Municipality. 

(AFTERNOON) 
H. Dr. C. Nanjappa, Chairman, Coimhatore Municipality. 
15.- Shri K .. P. 1\ariappa, President, District Board, Coorg. 
16. Shri A Raghva Reddi, Chairman, Madras City Improvement Trust. 

2-2-1950. 
(FORENOON) 

17. Shri K. Chengappa, B. A., Retired Chief Commissioner of Coorg., Kandamuri 
Estate, Kakkabe, Coorg. 

18. Shri V. N. Subbarayan, rersonal Assistant to the Inspector of Municipal 
Councils & Local Boards. 

19. Shd C. R. Karunaka.ra Menon, Deputy Inspector of Municipal Councils and 
Local Bo:1rds, Western Range, Coimbatore. 

-20. Shri K. Ramakrishnia Chowdari, Deputy Inspector of Municipal Councils and 
Local Boards, Central Range. Vellore. 

:21. Shri K. Rama Varma Raja, Collector of Mathurai. 
(AFTERNOON) 

22. Sbri S. S. Ra.maswami, Chairman, Cuddalore Municipality. 
:23. Shri L. C. Richards, Municipal Commissioner, Cuddaliore. 
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~4. Shri K. P. Kutty Krishna Nair, Chairman, Kozhikode Municipality. 
25. Shri A. R!l.munni Menon, Chairman, Pll.lghat Municipality. 
26. Chairman, Coonoor Municipality. 
27. Shrl T. N. S. Raghavan, I.C.S., Secretary, Finance Department, Madras. 

-'-... 
3·2·1950. 

(FORENOON) 

2~. Chairman, Tanjore Municipality. 
29.· Shri T. Prabha.kara Rao Nayudu, Inspector of Municipal Councils and Local 

Boards, Madras. 
30. Shrl K. Mallappa., B A.,B.L., President, Mer~ara Municipality. 

(AFTERNOON) 

31. Shri T. K. Rama., Chairman, MaLhura.i Muni~ipality. 
32. Special Officer, Guntaka.l, Municipality. . 
33. Shri G. Vivekana.ndamurthi, Collector or Anantpnr and Special Officer, Ana.nt· 

pur Di:.trict Board. 
3!. Dr. E.P. Mathuran, Chairman, Tiruchinappalli Municipality, ·assisted by 

:\funicipal Commissioner, Tiruchina.ppali. 

4-2-1950 
(FORENOON) 

35. Sbri C. Nara.simham, Commissioner, Municipal Corporation, Madras. 
36. Dr. P.V. Cbarian, Mayor of Madras • 
.37. Chairman Taxa:;i m & Appeals Committee, Municipal Corporation, M!i.dras. 
33. Revenue Officer, Municipal Corporation, Madras. 
39, Shri M.S.P. Nadar, Chairmaq,• Viruduna.gar Municipality.· 
40:t, Municipal Commissiner, Virudunagar. 
41. Shri N. Lingam, Chairman, Ootacamund Municipality. 
42, Chairman, Ana.ntpur Municipality. 

(AFTERNOON) 

43. Shri C. S. Ratnasa.bapathi Muda.Iiar, Chairman, 
4!. Shri V. V. Ramaswami, Member. 
45. Shri T. K. Rama, Member. 
46. Shri T. V. S. Challapathi Ra.o, Member. 
47. Shri L.C. Pais, Member. 
48. Shri R. S. Ma.Iayappan, Collector of Nellore, 

6-2-1950 
(FORENOON) 

1 
I Provi~cial CJmm.ittee on 
l- reforming Municipal 
I Administration. 
I 
J 

49. Shri K. Ytmkatadri Chowdhari, Deputy Inspector of Municipal Councils and:. 
Local Boards, Northern Range. 

50. Dr. J. C. David, Deputy Surgeon General, Madras. 
51. Shri G. Balakrishnan, Municipal Commissioner; Bodina.yakanur. , 
52. Shri M. M. Krishnaswami Pilh,i, Secretary, District Boa.rd,Salem. 
53. Shri B. B. Shanker Rao, Examiner of Local Fund Accounts, ~bdra.s. 
54. Dr. R. Subramauiam, Director Public Health, Madras. 
55. Shri T. K. T. Vera.ragava.ch&ryar, Ohittoor. 

(AFrERNOON) 

5G. C!!.ptain G. T. B. Harvey. ) European Chamber of Commerce, 
57. Mr. B. W. Batchelor. J Madras . 
.5'3·60. Three represeutatives of the Hindusthan Chamber of Commerce, Ma.dr&s. 
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~1. Mr. C.W. Stephenson, Ma.dras Trades Association. 

-62. Bon'ble Shri B. Gopa.la Reddi Minister of Finance, Madras. 
€3. Hon'ble Shri K. Chandra Mowli, Minister for Local Admini&tration, Madras. 

Lucknow. 
23-2·1950 

(FORENOON) 

1. Kanwar Jumshed Ali Khan, Chairman, Sahara.npur Municipa.litt. 
2. Shri B. D. Sanwal, I.C.S., Administrator, Municipal Board, Lucknow • 
.3. Shri Ha.ri Shankar Vidya.rtbi. President, Ka.npur Development Board. 
4. Shri D. V. Ra.y, Executive Officer, Ka.npur Development Board. 

(AFTERNOON) 

-5. Shrimathi B. D. ~uri, Chairman, Roorkee Municipality. 
~ •. Shri D. K. Pandey, Chairman, Haldwani Municipality. 

24-2-1950 
(FORENOON) 

7. Shri Aizaz Ra.sul, Chairman, Saudila Municips.lity. 
8. Shri D. D. Sharma, President, District BJ&rd, Sultanpur. 
9. Sbri Fa.tehchand.ra., President, District Board, Bijnor. 

10. Shri G. V. Pant, Secretary, District Board, Almora: 
11. Shri Gopi Mohan Sinha, Secreta.ry,District Board, Mora.dab~d. 

25-2-1950 
(FORENOON) 

12. Sbri B.G. Ra.u, I.C.S., Secretary, Finance Department, U.P. 
13. Shri Radha Mohan, Secreta.ry, Local Self-Government Department, U.P. 
14. ~ Sbri A.D. Pa.ndili. Secretary, Public Works Department, U.P. 
15. Shri S.D. Agarwal&, I. (); S., Deputy Commissioner, Pra.tapgarh. 

(AFTERNOON) 

16. Shri N. P. Chatterji, Deputy Secreta.ry, Local Self·Governm~nt Department~ 
U.P. 

26-2·1950 
(FORENOON) 

17. Hon'bla Shri Pa.ndit Govind Ballabh Pant, Chief Minister, U. P, 

27-2-1950 .. 
{FORENOON) 

18. Shri HB.rgovind Singh, M. L. C., Chairman 
19. Shri V. N. Tiwari, M.L.A., Member. 
20. Shri Sultan Ahma;l Khan, M. L.A., Member. 
:21. Shri s. H. Za.heer, I. C. S., Commissioner 

Alla.ha.ba.d, Member. 
:22· Shri A. P. Ba.jpai, Director, Medical & 

Hea.lth Services, Member. 
:23. Shri H. G. Trivedi, Chief Engineer, Public 

Health Engineering, U. P., Member. 
:24. Shri R. M. Roy, Examiner of Local Fund 

Accounts U. P., Me::nber. 
:25. Shri N. P. Chatterji, Deputy Secretary, Local 

· SeH·Governruent Department, UP. 
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28-2-1950. 
(FORENOON) 

26. Hon'ble Shri Sa.mpurana.na.nd, Finance Minister, U. P. · 

1"3·1950.-
(FORENOON) 

27. Shri H. G. Trivedi, Chief Engineer, Public Health Engineering Dep· 
artment, U. P. 

28. Shri R.D. Verma, Water Works & Mecha.nical Engineer, U.P. 
29. Shri A.P. Ba.Jpai, Director, Medical & Health Services, U. P. 
30. Shri Bisha.mber NJ.th Pc~onde, Chrirman, Allall'a.ba.d Municipality. 
31. Shri Kripa. Nara.in, Executive Officer, Allahabad Municipality. 
32. Shri Mohan Lal Nehru, Chairma.n, Allahabad Improvement Trust. 
83. Shri Pulin Beha.ri Banerji, Chairman, {.lucknow Improvement Trust. 

(AFTERNOON) 
84. Dr. A. M. Das ~ Personal Assistants to the Director 
85. Shri Banerji J of Medical & Health Servicee, U.P. 
86. Shri S.K. Gosh, Director of Education, U. P. 
87. Shri R.N. RJy, .Examiner, LJcal Fund Accounts, U.P. 

2-3· 1950 • 
. (FORENOON) 

38. Hou'ble Shri A.G Khe·r, Minister Lncal Self-Government, U.P. 
39. Shri B.N. Bhargava, Director of Panchayats, U. P. · 
40. Shri I.R. Khan, Deputy Secretary, Education Department, U. P; 
4l. Shri S. P. P<~o!lde, Secret~y, Medical Department, u: P. 

Patna. 
7-3-1950 

(FORENOON) 
1. Shri Paul, Dc~oyal, Vice·Chairman,.District Board, Ranchi. 
2. Shri Bhabatosh Serl,·Chairman, Distt. Board, "Manbhum. 
3. Shri R:1.tneshwari Nandan Sinha, Chairman, District Board,·l\Iuzaffarpur. 
4. ~hri Janki Nandan Singh, Cha.irm1.n, District BJard, ])ubha.nga. · 

(AFTERNOON) 
5. Shri Abul hlukarim Cba.irman, Jba.ria Mines Board 

Sa.iyid Abdul Muid, of Health, Dhanba.d. 
6. Sbri Kant Kumar Lal, Cnairman, Ra.nchi Municipality. 

8-3-1950 
(FORENOON) 

7. Sbri Khaderan Singh, Chairman, District Board, Patna. 
8. Shri Satrughan Saran Singh, Chairman, District, Board Gaya. 
9. Shri Benarsi Pd. Singh do Monghyr. 

10. Rhri Kamla Rai, do Saran. 
11. Shri Pashupti Nath Singh dq Bhagalpur. 

(AFTERNOON) 
11. Lt.·Cul. Amar Nath Duggal, Chairman, Patna. Administration Committee. 
13. Shri Jagannath Sa.hay, Special OJl;:Jr, incbarge, G.t.ya Municirality. 
14. Shri Chaitanya. Nath Jajwa.re, Chairman, Daoghar 1\I1mici.pality. 
15. Shri Fauji La!, Chairman, Sahobganj Municipality. 
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9-3·1950 
(FORENOON) 

I6. Shri Baidyana.th Misra, Chairman, District Board, Champa ran. 
17. Shri Rajeshwar Pd. Sinha, Deputy CommissiOr.er, Singhbhum. 
18. Shri Md. Kasim Hussain, Chairman, Bhaga.lpur Municipality. 
19. Shri Munishwar Pd. Sinha, Deputy Commissioner, Ranchi. 
20. Shri Anup Lal Mehta, Chairman, District Board, Purnea. 
21. Shri Parashar Bhattacharya, Chairman, Katihar Municipality. 

(AFTERN00~1) 

22. Shri Ram Rudra Pd. Sinha., I. A.S., Deputy Commissioner, Manbhum. 
23. Shri Vindeshwari Dutta. Misra, Deputy 9ommissioner, Haza.ribagh. 

10-3·1950. 
(FORENOON) 

24. The Hon'ble Dr. Anugrah Narain Sinha, Finance Minister, Bih:u. 
25. Shri Bani Madhav Pd., Ex-Inspector of Local Bodies. 
26. Shri Shiv~~o Prasad, Ex-Special Officer, Local Self-Government 

Department. 
27. Shri Kedar Nath Sinha, Inspector of Local Bodies. 
28. Lt.·Co1. Arnar Nath Dugga.l, Director of Public He!lolth. Bihar. 
29. Mr. Ranchor Prasad, Superintendent, Census, Bihar. 
30.- 'Dr. B. R. Misra, Professor of EJonomics, P<~.tna University. 

(AFrERNOON) 

31. Shri Harnanda.n Prasad, Deputy Secretar1, Finance Department, Gov· 
ernment of Bihar. 

32. The Hon'ble Pd. Binodauand Jha, Hon'ble ~.Iiuister, Lxal Solf-Goveru
ment, Bihar. 

33. Shri Gorakh Nath Singh, Director of Public Instruction, Dihar. 
Punjab (I)~Simla. 

22·3·1950 
(AFTERNOON) 

1. Shri Behari Lal Ex-senior Vice-President, Simla Municipality. 
2. Shri Sarda.ri Lal Kakar, P.C.S., Secretary, Simla Municipality. 
3. Hon'ble Dr. Gopichand Bhargava, Chief Minister, Government of 

Punjab (1). 

23-3-1950. 
(FOREN000:) 

4. Hon'ble Shri Prithvi Singh Azad, Minister, Labour and Local Gover
. ment Punjab. (I) 

Shri Behari Lal -
Shri Sardari Lal 

S. No. 1") continued 
S. No. 2j 

5. Shri I. N. Chib, P.C.S., Deputy eecretary, Health and Local Government 
Department, Punjab. (!) 

6. Sardar Gurd:~.s Singh, P.C.S., Deputy DirectJr of P:.mcha.yats (Punj!lob) 

24-3-195::> 
(FORENOON) 

7. Shri P. L. Verma., I.S.E., Chief Engineer, P.W.D., Development (Punj!lob) 
8. Dr. :M. Mehta, Deputy Director He!lolth Services, Punjab. 
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9. Shri Badri Nath Chopra, P.C.S., Examiner, Local Fund Accountants & 
Under Secretary, Finance Department, Government of Punjab. 

10. Chowdhury Lahiri Singh, M.L.A., Ex-Minister (Punjab). 

11. Pandit Shri Ram Sharma, M.L.A. (Punjab). 

Jullundur. 
25-3-1950. 

12. Shri P. P.R. Sawhney, Chairman, Jullundur Improvement Trust. 
13. Shrimati Lekhwati Jain, Senior vice-President, Ambala. Municipality. 
14. Shri J. 1\L Srinagesh, I C.S., Commissioner, Jullundur Didsion. 
15. Shri N. Ka!:ihyap, l.C.S., Deputy C;)mmissioner, Jullundur. 
16. :Master l\ishan Singh. President, f.J11dhiana Municipality. 
17. Shri Om Prakash, President, Hoshiarpur Municipality. 
18. Shri C.S. Joshi, Secretary, Hoshiarpur Mut;ticipality. 
19. Head Clerk, District Board, Ludhiana. 
20. Accountant, District Board, Ludhiana, 

26-3-1950. 

21 Shri Harbans Lal, Executive Officer, Hissa.r Municipa.lity. . 
~:3. Shri Darga Datt, Office Superintendent, Jullundur Municipalit~ 

Amritsar. 

23. 
24. 
25. 
26. 

27. 

28. 
29. 
. 3o. 
:31. 
3:3. 

. 33. 

-34. 

35. 
:36. 
:37. 

27-3·1950 
Shri ~arain Das Vig, Secretary, Amrit.sar Municipality. 
Shri Kesho Ram Sikri, Ex· President, Amritsar Municipality. 
Shri P. C. Bhandari, Executive Officer, Amritsar Municipality. 
Dr. D.N. Ahluwalia, Chairman, Amritsar Improvement Trust. 

·' 2'9-3-1950 

Shri S. N. 1\:h::mna.,··Chairman, Finance Sub-Committee, Amritsar Munici-
p~i~ . 

Sardar Kartar Singh Gill, B.A., Secretary, District Board, Amritsa.r. 
Su.rdar Suraj Singh, Vice-President, District Board, Gurdaspur. 
Sardar Rajinder Singh, Senior vl.ce·Pr_esident, Amritsar Municipality . 
Sardu.r Sukhjuuder Eingh, Secretary, District Board, Gurdaspur 
~Iabans Parll.mhausnath, B. A., Pl'esident, Gurda~pur Municipal 
Committee. · 

Shri Madan Gopal Puri, Secretary, Gurdaspur Municipal- Committee . 

30-3-1950 

Dr. D. N 6 Bakhshi, Chairman, Ludhiana and Ambala Improvement 
Trusts. -

Shri Amolak Ram, Secretaty, District Board. Karnal. 
Chowdhury Lal Chand {H.ohlak) Ex-~Iinister, L.S.G. (Punjab). 
Shri K. B. Dutta, Secretary, Central Refugee Welfare and Vigilance
Board. 

Delhi. 

1. 
•). 
"'· 
3 .. 

19-4-1950 
(FORENOON) 

D!'. Yudlwir Singh, President, Delhi 1\Iunicipa.l Committee. 
Pt. Ra.mesbwar Dayal, I.A.S., President, New Delbi l\Iunicipal Committee. 
tihri S.C .. Ja.in, Secretary, New Delhi Municipal Committee, 
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(AFTERNOON) 

4.. Dr. Gyan Chlnd, Ph. D., Officer of Special Duty, Economic Statistics, 
Cabinet Sooreta.riat, New Delhi. 

5. Cb. Kishen Chand B.A., L.L.B., Chairman, District Board Delhi. 
6. Cha.wdhury Gha.si R!!.m, P. C. S., Executive Officer., Dalbi Improvement 

· Trust. 
1. Shri A. R. Malhotra, P.C.S., Lands Officer, Delhi Improvement Trust. 
8. Shri C. S. Gupta., A.R.I., Architect, Ddlbi Improvement Trust. 

20-4-1950. 
(FORENOON) 

9. Shri Jawaher Lal Rawat, Secretary, District Board, Ajmer. 

2i-4-1950. 
(FO~ENOON) 

10. Sbr'i R. S. Mehta, Engineer Secretary, Delhi Joint Water & Sewaga Board. 
11. Pt. Rameshwar Daya.l, I.A.S., Deputy Commissioner, Delhi. 
12. L"Lla. SbreJ Ram, Proprietor, D3lhi Cloth Mills Industries, Dalhi. 
13. Shri K. K. Sharma I.A.S., Secretary, L.S.G., to Chief Commissioner, 

Delhi. 

27·9-1950 
(FORENOON} 

1. Shri G. Venka.tara.ya. Pai, Chief Accountant, Madras Port Trust. 
2. Shri G. Muniswami Na.idu, Revenue Officer, Corporation of Madras. 

The undermentioned officers cf the Goverument of India wars 
also present by special invia.tion: 

1. Shri T. S. Parasuraman, Deputy Secretary, Ministry of Transport. 
2. Shri S. K. Ghosh, Under Secretary, Ministry of Transport. 
3. Shri. A. C, BJse, DJputy Secrehry, Ministry of Finance (CJ:nmunica.tion 

Division), 

29·9·1950 
(FORENOON) 

1. Shri N. R. Iyer, Deputy Chief Accountant, Calcutta Port Commissioners. 
2. Shri Chatterji, Assistant Land lllana.ger, Calcutta Port Commissioners. 
3. Shri D. N. Ganguli, ·Chief Engineer, Ca.lcutta Corporation, 

_ (AFTERNOON) 

4. Shri L. T. Gholap, I.C.S., Chairman, Bombay Port Trust. 
5. Sbri E. H. Simoes, Deputy Secretary, Bombay Port Trust. 

The representatives of the Madras Corporation and the Port 
Trust and the Ministry of Tra~sport were also present. 

30-9·1950. 
(FORENOON} 

1. Shri L. S. Kagal, Deputy Municipa.l Commissioner, Bombay. 
2. Shri E. H. f:imoes, Deputy Secretary, Bombay Port Trust. 

Shri D. N. Ganguli, Chiaf Engineer of the C<J.lcutta CorpJration 
and the representatives of the Ministry of Tra.nsport were· a.lso 
present. 
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1. Cutta.ck 27 Witnesses. 
2. Calcutta. 53 It 

3. Shillong 17 .. 
4. Bombay 4! .. 
5. Na.gpur 27 .. 
6. Madras 63 .. 
7. Lucknow 41 .. 
B. Patna. S:J .. 
9. ·Punj\lob 37 .. 

10. Delhi 25 .. -----
Total •.• 367 



APl'ENDIX V 
MINISTRY OF RAILWAYS 

Previous History. Up to 1890 there was no. legislative provision governfn& 
the taxation- of Railway property by local bod~es. but Guaranteed and State Rail· 
ways in Bengal were exempted from local cessea and some similar exemptions were 
granted in other provinces also. The Indian R~ilways. Act, 1890, covered this 
subject in Section 135. The object of this provision, was describad as "not to re
Iilive R':l.ilway Administrations from any liability to local taxation, but to obtain 
t~ontrol over the demands on railway a.dninistrations by Municipalities and other 
local authorities and to that railway adminstrations-- are not unfa.irly exploited for 
the benefit of local authorities". An extract of this section is placed below (vide 
Appendix I). Under this section a local authority- earn not tax railway property 
unless the same is authorised by the issue of a Notifaction by the Government 
India.. The accepttJd policy of the Government of India at that time was summa
rised as follows, by Major Temple, who was placed on spacial duty in 189J to go 
into the whole question of taxation or railway property by local authority: 

''To permit Municipalities and local authorities to tax railway adminis· 
trations only so far as to rec.Jup themselves reasonably for the cost of 
services rendered to the administrations i to pr.>hibit the levy of any 
taxes which are not raised for services to be directly rendered i not 
to assess railway property on its rateable value only''. 

2. The Todhunter Committee which reviewed taxation as a. whole in 1924 
went into the question of local taxatiol:). of Railway property also (vide pages 324 to 
333) of the Report of the Committee. The problem as seen by the Committee is 
very much the same as it now. They have clearly stated that in many cases, 
where the Railway Administrations have provided self-contained railway colonies, 
the local authority are levying taxes which cannot be considered reasonable. 
They have also pointed out that there are casas in which municipalities attempted 
to include within their limits R!l.ilway colonies which have bean provided with all 
the civic amenities long before the constitution of the local authorities themselves. 
Therefore they have stressed that "services rendered'' should be the criterion for 
the payment of local taxes. They recommended that railway buildings and bnds 
should be assessed at . fixed parcentag,3s on their cost according to particular 
cla.sses of buildings and properties and that permanent way and bridges should bs 
a. I together exempted. 

3. Passing of the Government of India Act, 1935. The Government of 
of . India. Act, 1935 contained a provision· viz. Sac. 1M (vida extract at appendix II) 

· which exempted property vested in the Crown from new taxation by local a uthori
ties until Federal Legislation otherwise provides. Under this, railways were pre
cluded from payming 

(i) taxes imposed for the first time after 1·4-1937 the date the 1935 
Act came into force ; 

(ii) taxes in respect of railway property acquired or buildings cons-
tructed or added after that d!l.te i and . 

(iii) any increase in the rates of taxes levied before that date. . 
To bring back the position to that existing prior to 1-4-1937 the Railway (L. A. T.) 
Act, 1941 was passed. The . on!y changas. made from Section 135 of the Railways 
Act of 189.0 ":ere that the prtnCipl? of services rendered in fixing a fair and reason· 
able s~m In lieu of taxes was gtven statutory recognition and that officers to 
determ!ne such: amoun~s should.ba District ?r High Court Judges, active or retirad. 
In the mstructiO~s whtch .":ere.tssuad to Railways they have been asked to consider 

. every case wberem a. mumctpahty wants to levy taxes on the "services renderd'' test. 
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4 · In the course of the last few years, the provinciaf "GovEirnmeilts·ha.ie 
::come u~ to the Government of India a number of times with ·req~ests for: ch~il:;#-in 
1tb.eir policy in the matter of taxation of railway property ... Their main. content~ 
<.ba.s always been that no special treatment should be meted out · to. the · -~aihva~s 
and that their property should be treated like any other private· propei:fi.~...-il>t-'@f 
..coJlrse it bas not been accepted here. 

5. The present position.· The question may be reviewed from t'wo different 
"'angles viz. from the constitutional point of view and on the intrinsic merit of the ca.se. 

6. There is statutory provision for the exemption of Central GovEirnroont 
property as stated in para. 3 above. Similarly Section 155 of the Governlllant ·C?f. 
·India. Act, 1935 exempts provincial government property from central .taxation. 
Thus the two sections are complementary to each other and it is a fundamen:ta.l 
constitutional principle which cannot ba departed from merely because ths-provin
.cial g1vernments think that it does not fit in with t~e principles of ·local :·taxat!~.'?-· 
:The Todhunter Committes have stated in their report that in certain Euro~n 
countries railways are completely exempted from local taxation. Iri Englanf~~he 
'general district rate for local purpo"ses is levied on railway property only at 9~~
:fourth of the normal rate. In the Canadian Constitution also there is .. the "pi·a\:ision 
{Soc. 125) which states, "no lands or property belonging to ·canada or · aiJ.y · p"rovhi.ce · 
:shall be liable to taxation.'' In the draft Indian Constitution ... sfmi!ar .. ·p~6visions 
"exist and some of the provincial governments' protests against . the saina"have been 
'referred to the concerned sub-committee of the Indian Constituent A~sei:nb_Iy.- :, ·;__:·::~ 

7. On merits also the Raliways have a strong_ cas!}, The. provl11ci.8.l 
.governments always begin their argflments on the premi~es that ~ :r!!Jlwaya .al!e 
eommercial undertakings. This is far from the truth since th~ pri~ary_:ooncern 
p£ the railways is the development of the country at- la:rget anda:qy.profi.tsin ·their 
.'vorking go into the Central exchequer. . . . . · 

8. Railway colonies are also large that even tba latgese- privatEi -est!lltes 
,_within municipalities cannot apropriately be compared with them ll.nd -<due -to£tHe 
:llize of tba railway colonies, it has often bsen possible. for railw&ys ti:i jir~ida 
Jacilities aud amenities far superior in range, scope and quality. to a.ny· :whi~>a 
fprivate ownor of property would find it ecnnomica.l to provide at his o\va et>St. 
·There are oases iu which self·conta.ined rail way colonies have been included 'ill.'·th~ 
municipal limits long after the railway bad incurred the initial capital expenditure, 
with the result that the ra.ilways pay taxes whlle.no corresponding services are ren
dered in return. 

9. In regard to the argument that railway staff are making use of the 
amenities provided by the municipalities, it may be noted that railway staff who 
are residents within municipal limits are paying municipal taxes like any other 
citizen direot or through the house rent collected by the landlord. Those living 
in the R!loilway colonies are normally provided. with those amenities by the· Rail· 
way Administrations even where they enjoy municipal a.menities. 

10. Finally it should not be forgotten that in many instances it was the 
railways which daveloped the trade and commerce of the interior. The prosperity 
of these places in turn attracted more people and consequently municipalities were 
formed. So, both the railways aud municipalities are complementary to each 
other and one should not try to exploit the other. 

11. In the fact whereever a. railway . administration is provided with certain 
spacific sarvices lika water supply, the municipality concerned bas· always g~t a. 
return for it in taxation or a. lump sum payment in lieu. 

12. The attitude of the railways bas always been that they are prepared to 
pay for services actually rendered but they object to being brought under contri• 
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bution for taxes which ha.ve no rela.tion to services ·rendered because railway prO" 
party under ra.ils, sidings, etc. (yards and connected offices) containing structures 
of high capita.! value but no corresponding revenue· return can ever benefit from 
lights, water sewa.ge, etc. to anything like the same extent as office or house 
aoco)llodation in municipabties can btmefit. 

13. Moreover, recently, particularly during and after the war, railways 
ha.ve already taken on so m!Lny items of heavy expenditure which is normally 
chargeable to provincia.! revenues, such as the cosG of protection of ra.ilwa.y lines 
by one meantt or a.nother and the c:>st of special squads of police and magistrates 
to check ticketless travailing, which is as much .an offence aga.inst the general 
taws of land as theft or any other crime and which in the ordinary course it is the 
responsibility of the provincial government to provide. 

14. The period during which railways could afford to take on large commit· 
rnents has come to an end, and in the days ahead railways can no longer afford to 
bear charges which are not legitimately their responsibility under the financial 
provisions of the Constitution. The provinces have got to realise that there are 
definite limits to ~he arguments that the railways are commercial concerns which 
should be treated like any other commercial concerns. They have a. service a.spect 
and the gains on railways a.re shared with the g::m~ral revenues of the centre a.nd 
losses will fina.lly have to be met also from central revenues in one form or ano~her. 
In the operation of railways the only consideration is not what the traffic will bear, 
and concessions have been made in the pa3t and are still being ma.de, which cannot 
be justified on purely commercial grounde. Any further reduction in the shrinking 

-profits of railways has its reprecussions on canteral revenues and the salutary 
. constitutional principle that the pr.Jvincial and central gwernments should refra.in 
1rom taxing each other's property should not be prejudtced by parochia.l oonside· 
rations such as these governing the incidence of taxation by local bodies, 

-&nd the distribution of the burden of taxation as between residents of 
loca.l a.reas. Provincial Governments have been recently launching out into the 
. sphere of road transport on their own and, in principle, there is no signifioa.nt 
difference between the centre claiming income ta.x on the profits of such enterprises 
and the provincial governments' contention tha.t the Ceatral Govt. should lay ita 
property open to taxation by provinces in the same m!l.nner as private property. 
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Extract from India.n Railwa.ys Act, 1890 • 
• *. * •.••• 

135. Notwithstanding anything to the contrary in any enactment, or In 
any agreement or award based on any enactment the following rules sha.ll regulatt. 
the levy of taxes in respect of railways and from railway administr&tions in aid~. 
thafunds of local authorities, namely:-

(1) A railway administration Rhall not be liable to pay any tax in aid of tha 
funds of any loca.l auth0rity unless the Governor-General in Council has, by noti• 
£cation in the official Gazette, declared the railway a.dministra.tion to be Ii&blG to 
pay the tax. 

(2) While & notification of the Governor-General in Council under cla.usea Ct) 
of this section is in force the railway administration shall be liable to pay to the 
local authority either the tax mentioned in the notification or, in lieu thereof, such 
sum, if any, as an officer appointed in this behalf by the Governor-General Jn 
Council may, having regard to all the circumstances Of the case, from time to time 
determine to be fair and reasonable. 

(3) The Governor-General in Council may, at any time revoke or vary a 
notification under clause (1) of this section, 

(4) Nothing in this section is to be construed as debarring any railway ad. 
ministration from entering into a contract with any local authority for the supply 
of water or light, or for the scavenging of railway premises, or, for any other 
service which the local authority may be rendering or be prepa.red to render within 
any part of the local area under its control. 

(ts) " Local authority " in this section means a local authority as defined 
In ths General Clauses Act, 1887, ana• includes any authority legally entitled to or 
entrusted with the control or management of any fund for the maintenance of 
watchmen or for the conservancy of a. river. 

ExtT!I.ct from Government of India Act 193ts. 
**** **** 

154. Property vested-in His Majesli v for purposes of the Government of the 
Federation shaiJ, save in so far as any Federal Law may otherwise provide, be 
exempt from all taxes imp:1sed by, or by any authority within, a Province or 
Federated State. . · 

Provided that, until any Federal Law otherwise provides, any property so 
vested which was immediately before the commencement of Part III of this Act, 
liable, or treated as liable, to any such tax, shall, so long ~s ~ba~ t~:r. continues1 
pontint;e to be liable, or to be tr r,ted as liable thereto, 
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Nemorendum 15th August, 1950 

Rating of Railways· 
Ia' accordance with the request of the Local Finance Enquiry Committee ·(jp 

'the "Goverrinie.nf of India for information regarding the taxation of railway prol(ehi 
in Great Br.itain, the following memorandum is transmitted for their information';·· 
~:~ .J •• Jn-~orde~ th.at the present position may be appreciated it is considered desir.:
_il.bla to give a. very brief and broad outline of the history of the ratiJ,g of railwayS:. 
It is' also necessary to distinguish between England and Wales on the one hand 
and Scotland on the other, inasmuch as rating law and practice is different in the 

'two'oounhies. ' ' 
r :l' '· ~ The foundation of the English rating system was the Poor Relief Act of 16011 

~which" imposed a Iil!jbility on occupiers of property in a parish to pay contributions 
;fot'tbe relief of the poor in that parish, and eventually Parliament laid it down that 
tthe' payment (or'~rate") was to be based upon ''an estimate of tha net annual value 
of the several hereditaments ra.ted"-in other words " the rent at which the sa.t:JJe 

;f!liJ.Y . reasonably, be expected to let from year to }ear", the tenant payir.g the rates 
arid the landlord keeping the property in repair. Various Rating Acts were passe~ 
IOUbseql+ently, but the general. principle that the value of a. rateable hereditamelib 

• fo·r the purpose of rate payments must be its '' rental" value was not disturbed . 
. · . Prior to 193() the rating of. railways had to be brought within the definttion 
:of ".net annual 'value", and . further. it bad to be done in each separate parish. 
There arose,· therefore, the theory flf a " hypothe~ical landlord " who owned the 
track, stations, etc., forming the hereditaments in the parish, and a. " hypothetic!~' 
tell ant " who was willing to pay a. rent for tenancy ·of that hereditament In consel 
'quehce a complicated procedure grew up over the years, the starting point of which" 
put quite simply~ was the estimated gross receipts in the perish. From the~e war-• 
deducted the expenses incurred in e3.rning the receipts, leaving a figure for ''nee 
:receipts''. The hypothetical. tenant was presumed to supply the rolling stock a.ndt 
other moveable equi'pm6nt, and on the value of these he would first require interest 
a.rid:·pro£t -far himself, leaving a. residue out of which to pay his'' rent" and rates. 
By this means a rental value, i.e.,·" net annual value " wa.s arrived at. .· ~ ~·-1 
' · . 'Tho 'pxactice of. estimating a. net annual value for each parish, with no regard 
to the value of the railway undertaking as a whole, was unsatisfactory, and did ~ot 
apply in Scotland where, since 1854, ra.ihvays were valued •' in cumulo", i.e .. '' as 
a. .whole"-:--a. total valuation first being determined for each railway and afterwards 
app9rtioned over the parishea. 

Following the 1914/18, war, during which railways were under Government 
control, the old method of valuation was virtually unworkable, largely becau~e the 
accounts for individual companies ceased to be published. The rating assessments 
for railway property were therefore adjusted on a sliding scale method based upon 
a comparison of raceipts earned in the year in question wHh similar earnings in the 
year 1913. This method continued to operate until the coming into force of the 
Railways (Valuation for Rating) Act, 1930. 

The 1930 Act, -for the first time in history, provided that the raihvays of 
England and Wales were to be valued " in cumulo" and a. statutory body known 
as the " Railway Assessment Authority '' was set up by the Act to ascertain 
the net. annual value· of each railway undertaking as a. whole, and apportion 
that net annual value over the individual parishes ia accordance with an 
approved " Apportionment Scheme." The Railway Assessment Authority were 
to make new valuations at five-yearly intarva.ls and to incorporate their values and 
th~ a.pportion~ants in wh~t W!l)S known as th~ !' .:&llJilwa.r V~lq~tion :&oU", · 

x:x:viii 
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Three such Railway Valuation Rolls wera: issued and came into operation 
between Ist April, 1930 and 31st March, .1946. and the Fourth Roll (1946-51) was 
prepared in drsfb but waR rendered void, by the Local Government Act, 1948, 
referred to later on. It should be noted that the valuations made by the Railway
Assessment Authority covered only England and Wales the" cumulo" system was 
t.lrf)ady operating in Scotland under Scottish Rating Law. ' 
. . . - ·-.- ..... - .. 

In the CommiLtee's letter it is observed that they wish to kriow the actual 
capital invested in Railway undertakings", The capital.-as such-of a. railway 
undertaking bas never been relevant when estimating the net annual value for 
rating purpeses. It bas already been explained that the basis of net annual value 
ia " net receipts." · · .. 

Mention is also made in the Committee's' letter that " the assessable va.lue · 
of ra.ilwa.y is only one-fourth of the uteable value fixed for private properties".· 
In order to avoid confusion it might be as well to use. the English designations, and 
"a~sessable '' value in the Committee's ·letter." is equiva.lent to the Eng1isl1· 
''rateable" value ; whilst the "rateable'' va.lua in the Committee's letter is equiva•, 
lent to the English." net annual" va.lue. . _ . 

It is true that under wba.t is known as the " Rate Relief" legislation· in the, 
Local Government Act, 1929, the Railways paid ra.tes to Local Authorities on one· 
fourth only of their net annual value, i.e. on- the " rateable '' value. This rata' 
relief legislation was passed at a time of acute trading depression, and was mainly 
designed to assist agricuUure, heavy industries and mining. Agricultural lands 
and buildings were freed from · pa.ying· any · ra.tes at all, whilst factories and other 
properties which fell within the definition of an " industrial heredita.ment " were 
relieved of tbree·fourtbs of their rata burden, paying one-fourth only to Local 
Authorities and retaining the other t~ree·fourths. . · _ 
· At the same time what were khown ·as "Freight Transport Hereditaments.,· 
comprising ra.ilways, docks and cana.ls were also relieved of three-fourths of their' 
rate liability, but with the fundamental ·difference tba.t th~ three-fourths relief was 
not retained by the Companies but was required to be pa.id into funds out of which· 
rebates in carriage charges, dock charges, Ate,, were given to specified classes df 
g1ods and traders. It is unnecessary to go into detail as to bow these reliefs were 
administered-the informa.tion is given to explain why railways did not secure the 
same relief financially and directly as did the rate payers occupying industrial 
hereditaments. · 

· The following figures are for the yea.r 1941·4€~ .(ending 31st March 1948) and 
the ra.ilways paid local rates on the total. rateable values of £1,300.000 (England 
£136,500 (Scotland), · - · 

England and Wales 
(Third Railway Valuation 

Roll). 
Four main Trunk Railways, 
Scotland 

Neti .Receipts· Net Annu!i.l Value Total Rateable 
Value· 

31,712,0.00 5,776,000 1,300,000 

~wo Main Trunk Railways, 2.623,000 ti20,000 13~,500 

It may be observed that the Ratea.ble Value is not an exact quarter of the 
Net Annual Value. This is because certain property, although a "railway" 
hereditament, was not necessa.rily a Freight Transport Hereditament, and also 
l>~cause earlier Rating Acts ~~V!' other reliefs which affect!ld &te~~oble Value and 
ha,ve been continqed, 
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Cumirg now to the Lncal Government Act, 1948, the Third R'l.ilwa.y 
Valna.ti,m R.tl (covering ra.te::~ pa.yable durirg the quirquennium H41·46 )" 
c'l 11tinued in operation to 31st March 1948 in the- ahser ce of crcmpletefl Fourth 
H 111, b·1t by tlu~ the railway AsFessment Authority bad, in fact, prepared a draft. 
of the F 1urth R II, and, in total, the net annual value of that draft Roll was 
appro~i~:J.~ely 14% higher: than the corresponding tigure in the l'bird Boll-it 
was, however, never operative. 

During the sec1nd WorlJ War the railways were art.il'l under Goverr:men~ 
contrr)l, theGJvernment p'l.ying to the Rt.ilw~oy CJmpJo'lies a fitad annual sum of 
£H.000,·1o) notwithsta.nding tha.t the re:Bipts fa.r excsadel tha.t am )unt. The 
starting point of the net annual value to be found by the Rt.ilway Ac;'le'lsment 
Authority under the 1930 Act was the avers.ge net receipts for the first five of the 
six aco·.J'lnting years preceding the yeu of the valua~illa, a·vl it wa.c; s11n A. hun~ 
d.LntJy cia '!or th1ot much disp•1t.e, a'1<i in ·all prob1.bitity (iti~ t.tion, W H lilraly tJ 
o.l'ise in the datermina•i m of the figue hr ''net ra:nip~s" for f•t~ure Rt.ilWlV 
V ~~oluation R,.,Ils~ Further, the effeet of the Transp:~rt Act of 194 7 transferred 
the wh!Jle of the raihv<~.y system of gre!t.t Brit!l.io from inrlivitlu'l.l CJmol.niec; to 
the British Transp1rt CJm-nission and they therefore for all pu~pJse~. inel11ding 
rating, hec;'Lma one unit. Tbeie fact1rs, am1ng other~. i'1V >lved speeial proviqions 
being incorpm.ted in the L10c~.l G11vernment Act HW3.to cover the rating pJsition 
as regards railways. 

Under section 85 of that Act any railw&y or cana.l berAdit&ment as defined 
by the Act ce3osed to he liahle to be rated or to appear in a.ny Valuation LiPt, a.nd in 
lieu of the rates which would normally be p&y&hle to &ting Authorities the 
British TranRport c,mmiF~sion are t•J make Annual payments for t.be henefit of 
L1~al Authorities. (DJck hereditaments are not exempt and rates are still paid on 
them). 

In c"~nseq11ence the Fo11rth Ra.ilway Valuation Roll waR 11aver put into force, 
b:u~ in dt~termining the amount of the annual payment!! the higher 11et annual value 
in the draft Fourth Rl-iTway Valuation RJII was taken into consider&tion. 

Rection 93 of the Local Government Act, 1948, bvs down that the payments 
for the benefit of T~<lcd Authritieq in Engla.nd and Wales, and aJ!'o in Scotland, 
in respect of R\il\V\YS and Co~.n'lols a1 ministered hy the Brit.ish Transport Com• 
mission, shall be wh1o~ h k J'l wn as the ''Standard Amount", and for England 
a.nd Wales this was determined at £1,810,0')0 a.nd for Sc"'tland (although n()t 
inserted in the Act ) the figure bas been determined at £113,000. 

There is provision in sectien 93 for adjusting the ''Standa.rad Amounts• iu 
later years for two main reasons as under-

England and Wales, 

(a) (Up to 1950-51). Changes in the average rate poundage levied by 
Local Authorities over the whole of Englar.d and Wal~s i 

(b) (Aftf'r 1951). Changes in the average rates levied in England and 
Wales (as before), plus changes in tho circumsta~ces of the British 
Transport Commissien. 

'::)cotland. 

(a) (Up to 1952-53). Cba.nges in the ~tverat;e rates (as above) levied ill 
S9otl~nd 1 
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(b) (After 1953). · Changes in the average rates levi~d in Scotland (as 
before}, plus changes in the circumstances of the British Transport 
Commission. 

In England and Wales, therefore,· the "Standarad Amount" for 1949-50 was 
adjusted to £1,750,794 and in Scotland to £105,295. For 1950-51 the English 
figure is £1,776,168 and Scotland bas not yet been Eettled. It should, howover, 
be explained that these are provisional adjustments made by the Minister of 
Health or the Secreta.ry of State for Scotland as the case may be on such inform&· 
tion as they had at the time, and ma.y be altered at a later date if and when 
they have more detailed information which, in their view, renders a. further adjust• 
ment necessa.rr. 

(Signed .A. Endicott) 

Chief Estate & Rating Surveyor 
B1·itish Railways, 
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lnternatiOJl Union 'of Local Authorities· 
---· -· ---··- . 

Survey. Concerning 
Taxation 'or exemption from taxation. of 

Railway and Oentr{il Government property 
.by:. Ioes.l- authorities ,in :western countries~ 
the United States of America. and Canada.. 

·Aflswer to a. query from the 
Local. Finance Enquiry Committee of 

India.. 

Belgium-:The State is exempted from local taxation. 
The properties of the Nation Railway Companies are also free of this taxa.· 

tion. The same applie~ a.lso to objects and personnel directly used for the cons· 
truction of railways. 

Canada-The practice with respect to the ta.x~tion of Railway prop~rty by 
municipal governments in Ca.nada. is as follows: 

There are two major railway-systems, the Canadian Pacific Railway Compa.ny, 
which is privately owned, and the Canadian National Railwa.ys, which are owned 
by the Federal Government. 

The privately owned Canadia.n Pacific Railway system is subject 'to normal 
municipal taxation on its buildings, including stations within the municipa.l 
limits. 

The Fedral Government owned railws.y, the Canadian National Railway 1 

being a Crown-owned property and therefore not subject to municipal taxation, 
pays an amount in lieu of taxes which, geuera.lly speaking, although not in all cases, 
is roughly equivalent to what they would be paying if they were assessed at the 
normal tax rate. 

With regard to Federal Government property, other than the Federal owned 
National railway Rystem, suoh property does not pay local taxes. The reason for 
the non-taxatioa of Federal owned property i& predicated on the constitutional pro· 
position that the Crown cannot be taxed and that all Crown·owned buildings a.nd 
property are therefore not liable for local taxation. 

However, this situation has recently been under review and an Act has been 
passed in which the pay-in-lieu-of taxes system has been adopted. Under this 
system a payment is due by the Government for federal property in those munici· 
pa.lities where the ~ssessed value of federal property is more than 4% of the total 
municipal assessment roll. Government-owned railroads are excluded from this 
assessment. 

The formula. contemplated by the Federal Government upon which it will 
base its payment to municipalities, in lieu of taxes will be predicated on the follow· 
ing three points : 

(a.) the assessed value of the building ; 
(b) the estimated costs of municipal services to it, and 
(c) the v~lue whi9h t}le building render!) to tb~ loca• communitf, 

~~4ii 
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A oopy of the Federal Legislation dealing with this "matter will be forwarded 
as soon 'as_ it becomes avalia.ble. . . 

France ........ In France the land tax on built or non-built properties serves as 
~basis to determine whet~er a p:operty is subjec.t to local taxation. On principle 
aU.properties (tho~e of the State.I?cluded) are lta?Ie to Ian~. tax •• However, an 
e~oneration is provided for locahttes or grounds with a _public service character 
and· non-yielding revenue. The "Direction des contributions" (the Excite Office) 
~as, in this matter,_ full power of assessment. 

. According to this rule Railway property is subject to general and local 
t~xE¥1 as well as to land tax because of the revenues their explotation may 
procure. . 
, ., . However, it should be noticed that the State Railways profit by a uniform 
tariff 'throughout the whole country. Whereas for a. private building of the same 
importapc~ the taxes may _be slightly different according to the region in w,bich it' 
is situated, a special tariff of the direct taxes (somewhat under the average) has 
~een .. fixed f9r buildings of the railways which are, quite often, indentcial notwith· 
standing 'they at:e situated in different regions. The· reduction provided for. the' 
benefit of railway is based on the estimation of the value- or of the importance 9f 
the building and not on the 'ltmount of the tax. 
• ! · , : These particulars show that as to· assesment; the French rule, notwith
•t&riding 'the nationliution of the railways, is totally different from the rules . in, 
s~me other European countries, where railway companies are evidently completelY'; 
exonerated of land tax. 

,. We point out that the French legislator, in order to encourage the construe• 
tion of dwellings; has exonerated these' structures from the land tax for a period 
of 25 years. Public and private bui)dings profit by this exoneration. · ' · · .·-

Great_ Britain-We regret not to be able to give you a general view on the 
English system. The material on this subject, reoeived from England, gives only 
a partly picture of local taxation in Government-owned properties. As the means 
of transportation have been nationalised, there is no fundamental difference between 
Government owned property and railway property. Page 85 of the Journal of 
the Incorp1rated Association of Rating and Valuation Officers (forwarded t<l you 
under separate cover) mentions the rating of railway, canal and electricity here· 
ditaments. Instead of the former taxes on railway property, the British Transport 
Committee pays in a centra.! pool, which is distributed to local authorities in pro
portion to the rate1.ble value of their area. (sea also pages 80·81). This system 
is rather similar to the system of the proposed Federal legislation in Canada-as 
mentioned above. 

On page 88 you will find a short item on local taxation on hospitals, which 
may·al3o be of use to give an impression of the British system. 
Annexes: Journal of the Incorporated Association of Rating and Valuation Officers, 

September 1948. Railways (Valuation for Rating) Act 1930 by A. E. 
Joll. 

The Netherland_:_There is no gent3ral act exempting government and 
railway property from local taxation. It depends on the local authorities whether 
these properties are exempted from their taxes. In this respect the municipalities 
are entirely autonomous. In mapy cases, however, the municipalities have decreed 
that the government and railway properties are free of tax. 

U. S. A.-1. Taxation of railway and of central government properties by 
bcal authorities must be considered separately in the United State of America, 
because . American rail roads are owned by private enterprise and in respect 
tg t"'~a.tion h9,ve e~tirely different legal status fro~ properties of th~ feder~~jJ 
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~vernment, The federal government C!1onnot be taxed by l'lc!1ol authrrrities un· 
less it hag given them permission to do so, but in the lawa creating m&ny 
federal departments and g()vernments agencies a.nd . corporatinns, there is spooifio 
provision for the payment of real property taxes in full to the local a.uthority. 
Thuq in the case ()f fed.eral land b1onks which have ta.l{en over a.grieultural 
land through for3Cbsure, they are permittecl to pav the fullhc'\lproperty tn. 
The sa.TUe is true in the the case of th~ R:~construction Finance C.orpJration in 
connection with industrial" a.nd comm~reial buildingg. 

2. In the ease of strictly gwernmenta.l buildingg such as post offices 
a.nd Ctlstom·houses, there is no local taxation whatev11r but there is e1nsi<lerable 
agitation to permit the g•wernment to make a. payment to the loealit.y in lieu 
of taxes for municipal services. Payment in lieu of ta.xes arrived a.t by nrious 
formula~, not always equivalent to privately paid taxes, a.re permitted in the 
case of federally owned housing projects. 

3. In the case of the railways, they are subject to full local tantion 
a.nd have been, except in the early days of railroad construction where certain 
sta.tes g!Lve them tempJrary ta.x exemption or reduction to stimula.~e railroad 
development. Most of these priveleges have long since expired daring the 
nineteenth century. 

As to railro1od property in the United States, many of the states have 
equ'lllisation baards to equalise the method of taxation as between the various 
localities. 

A p!1omphlet called ''State and L'JO&l Taxation of Federal Property.. by 
Profe3sor Roy G. Blakey of the Univ~sity of Minnesota, is forw~rded se~· 
rs.telv. 
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Section 20 of the Indian Trust Act, 1882 

(as modified upto 1st January, 1948) 

Investment of Trust money. Where the trust•property consists of 
money and cannot be applied immediately or at an early date to the pur• 
poses of the trust, the trustee is bound (subject to any direction contained 
in the instrument of trust) to invest the money on the following securities, 
and on no others:-

(a) in promissory notes, debentures, stock ··or other securities [of any 
Provincial Government] or of the Central Government, or of the United King· 
dom of Great Britain and Ireland; · · 

(Provided that securities, both the principal whereof and the interest 
whereon shall have been fully and unconditionally guaranteed by. any such 
Government, shall· be deemed, for the purposes of this clause, to be seen· 
rities of such Government.) · 

(b) in bounds, debentures and annuities charged or secured by the 
Imperial Parliament on the revanues of India. Ol' of the Ft:deration or any Province. 

(Provided that, a.[ter the fifteenth day of February, 1916 no money shall 
be invested in any such annuity being a. terminable annuity unless a. sinking 
lund bas been established in cottneotion with such annuity; but nothing in 
this proviso shall apply to investments made before the date aforesaid}; 

(bb) in India. three and half per cent stack, India three per cent stock, 
India two and a. half per cent stock or any other capital stock which ma. y 
at any time hereafter be issued by the Secretary of State for India in . Coun· 
cil under the authority of a.n Act of Parliament and charged on the revenues 
of India. or which may lie issued by the Secretary of State on behalf of 
the Governor General in Council under the provisions of ;part XIII of tha 
Government of India. Act, 1935; 

(c) in stock of debentures of, or shares in, Railway or other Companies 
the interest whereou shall have been guaranteed by the Secretary of Sta.ta 
for India in Council or by Central Government or in debentures of the 
Bombay Provincial Ca.operative Bank Limited, the interest whereon shall have 
been guaranteed, by the Secretary of State for India. in Connoil or the Pro· 
vinoial Government; 

(d) in debentures or other securities for money issued, under the aut• 
hority of any Act of a Legislature established in British India by or on 
behalf of any municipal body, port trust or city improvement trust in any 
Presidency-town, or in Rangoon Town, or by or on behalf of the trustees 
of the port of Karachi; 

(e) on a. first mort~age of immovable property situate in British 
India.; Provided that the property is not a. leasehold for a terms of years 
and that the value of the property exceeds by one-third, or, if con siting of 
buildings, exceeds by one·ha.lf, the mortgage-money; or 

(f) on any other security expre.ssly authorized by the instrument of 
trust, or by any rule which the High Court may from time to time pres
cribe in this beba.lf : 
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Provided that, where [there is a person competent to contract and 
entitled in poosession to receive the income of. the trust property for his 
life, or for any gre1ter estg,te, no investment or ;!l.ny security mentioned or 
referred to in clauses (d), (e) an~ (f) -shall· be made without his consent 
in writing. 

20A. Power to purchase redeemable stock- at a premium. 
(1) A trustee· may invest in any of the S9curitie~ mentioned or re· 

-ferred to in section 20, notwithstanding that the sg.me m!l.y he redeernab~ 
and that the price exceeds the redemption value: 

Provided that a. trustee may not purchase at a price exceeding its re
demption value any security mentioned or referred to · in -clauses - (c) and 
(d). of section 20 which is liable to be redeemed within fifteen years of the 
dat'e of purchase at par or at some other fixed rate, or purchase ,any. such 
security as is mentioned or referred to_ in the said clauses which is "liable 
to be redeemed at par or at some other fixed rate at a. price exce3Ging 
fifteen per cent above par or such other fixed rate. 

(2) A trustee m!l.y retain until redemption any redeern!loble stoclr, fund 
or security which m1y have beJn purcha~e<l in a.ccord<~tnca with this section. 
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Li-sf of Contehts · 

1.- 'statei:nent.~qowing ~}:le-number, type and_. aggfagate :PopUlation in each 
class of local bodies iri each State. 

2. Statement showing particulars regarding the population and income · of 
City Municipal Corporations. 

3. Statem mt showing particul!lrS regarding the number, population ~nd. 
· total income from taxation of municipalities. (excluding City Municipal 

Corporation) in the various States (1946-4 7).· 

4. Statement showing particulars regarding the number,. population and 
total income from taxation of District Boards ic the various States 
(1946-47). 

5. Statement showing the aggregate population, total income, income from 
taxation and per capita incidence each of the City Municipal Corpo· 
rations, Municipalities and District Boards. 

6. C.Jmperative statement sho.w.ing_.J;he periodical growth of the Central, 
Provincial and Local revenues for 1921 to 1946. 

7. Statements (nine) showing 'the income of local bodies in each State 
during the year 1946·47. 

8. Statements (eleven) showing the distribution of expenditure of local 
bodies in each State during the year 1946-47. 

9. Statements (nine) showing the per capita. income of local bodies in each 
State. 

10. Statements (nine) showing the per capita effect of local services~ in each 
State during the year 1946-47. 

,. 

11. Statement showing the per capita incidence of property tax and octroi 
in municipal areas in each State. 

12. Statement showing the number, income and expenditure of· village 
authorities in 1926 and 1946. · 

13. Statement showing the percentage of income from principal taxes to 
the total income from taxes of municiralities since 1884-85. 

14. Statement showing the percentage of income from principal ta~es to 
the total income from taxes of District Boards since 1884-85. 

15. Statement showing the percentage of income from principal taxes to 
the total income from taxes of City Municipal Corporations since 
1884-85. 

16. Statements (three) showing the growth of municipal income from 
1889-90. 

17. Statements (three) showing the growth of District Board income from 
1889-90. 
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18. Statements (two) showing the growth of City Municipal Corporations 
income from 1889-90. 

19. Statement showing the growth of Government Grants·in-aid to District 
Boards since the year 1889-90. 

20. Statement showing the growth of Government Grants·in·JLid to Munici· 
pa.lities since the year 1889-90. 

~1. Statement showing the growth of Government Grants·in•aid tG City 
Municipal Corporations since the year 1889-90. 



1. 

2. 

3. 

4. 

6. 

6. 
' 

7. 

8. 

9. 

I 
Statement showing the number, type and aggregate popula.tion in each class of loca.l bodies in each State 

(Popula.tion based on 1941 Census figures). 

City Corporations. Municipa.lities. 

State. 
Number. Popula.tion. Number. Population. 

1\I&dra.s. 1 7,77,481 81 36,62,846 

Bomba.y. 1 14,89,883 130 41,03,670 
... 

Ueng&l c1 24,88,183 75 22,51,390 

-Uttar Pra.desh. ... .. . 86 45,93,354 

Madhya Pradesh. ... .. . 82 18,25,872 

Punjab. ' ... ... 60 14,62,966 

Assa.m. ... . .. 13 2,24,776 

Bihar. ... .. . ·07 16,23,115 
I 

Orissa.. ... .. . S· 2,62,2~6 

--- ---
Total %l 47,55,1547 592 ·1,93,54,855 

District Boards. 

Number. Population. 

-----
24 4,49,01,483 

20 1,59,69,786 

13 .1,70,76,.038 

49 4,97,41,609 

25 1,50,11, 783 

13 1.03,39,824 

19 90,54,693 

17 3,58,15,255 

6 82,65,468 

-----
186 20,61,75,939 

····--------

ANALYSIS. 

·-

Ci ty Corporations : 

N umber=3 . 
pula.tion=47,55,54:7. Po 

M unicipalities : 

;Nu mber=592. 
'Po pula.tion = 1,93,154,855. 

Di strict Boards : 

Nu mber--:-186, 
pula.tion=:.!0,61,75,939. Po 



II 
Statement showing particulars regarding the population and income of the City 1Iunicipal Corporations 

· for the year 194 7·48 • . 
Income from taxation. Incidence per head of 

' population. . 
Population Total income 

-~---------

Name of the Corporation. (1941· from all REMARKS 
Census). sources. Proportion Total income Income 

Amount. to total from all from 
income. sources. Taxation. 

--~-
/ 

Madras Municipal Corporation. 777,481 1,55,78,468 1,07,72,642 69.15 20 0 7 13 13 8 

Bombay Municipa.l Corporation. 1,489,883 6,61,69,242 5,43,10,763 82.02 44 6 7 36 7 3 • ; 

Calcutta Municipal Corporation. 2,488,183 4,17,74,100 2,4:1,59,100 57.90 
. 

16 12 7 911 4 
- -- ·-

I I 

I 
Total 4,755,547 12,35,21,810 

I 

s,92,42,5o5 I I ..... 
. -



ST.Aa'ISTlOAL APPENDIX II {a) 

II (a) 

MADRAS MUNICIPAL CORPORATION. 
Statement showing particulars of income during 1947·48. 

Population 777,481 
Total income from all sources . 
Total income from taxation 

Per capita incidence of total income 

Per capita incidence of income from taxation 

Rates and Taxes. 
(i) Tax for general purposes 

(ii) Drainage tax • 
(iii) Duty on transfer of property 

(iv) Entertainment tax 
(v) Lighting tax • 

(vi) Water tax 

(vii) ProCession tax 
(viii) Tax on Companies 

(ix). Tax on carriages and animals 

(x) Tax on timber 
(xi) Advertisement tax 

{xii) Tax on carts , 

Assistance from Government. 

.• 

Tota.l 

.. 

.. 

' 
(i} Compensation for tax on places used for sale 

· of sprituous liquors . • 
(ii) Compensation for loss of toll revenue 
(iii) Government grants 

Remunerative Enterprise. 
{i) Land duvelopment 

(ii) Central Larry station 
(iii) Markets Larry 
Uv) Slaughter houses 
(v) Workshops 

(vi) Sale of el ec~rio eoergy 
(vii) Sports a.1ena . 
(viii) Dobikbana.s . 
{ix) Cart stands • 
( x) Model cattle yard 

(xi) Fishing scheme 

Total 

Tota.l 

XLI 

Rs. 

II 

II 

" 

Bs. 
,, 
II 

,, 
., 
.. 
II 

, 

" 
II 

•• 
•• 
II 

Rs. 

" 
II 

II 

Rs. 

" .. 
" 
•• 
II 

•• .. 
II .. .. 
" 

1,55,78,468 
1,07,72,642 

20·0·7 

13·13·8 

48,58,855 

13,07,787 
11,03,881 

9,77,263 
6,33,104 

6,26,877 

5,10,378 

2,95,369 

1,51,947 

1,34,844 

92,020 

80,317 

1,07,72,642 

13,6J7 
7,54,474 

33,803 

8,01,884 

11,32,027. 
3,24,092 
1,95,579 
1,59,411. 

86,766 
59,758 
26,151 
5,889 
3,474 
2,708 

89 

19,95,944 
..,.,.__ __ -~ 



STATISTICAL APPEND~ II (a) 

Other sources of Revenue.-
Cullectiou for exce~;s wa.ter . 
Conserva.ncy rece1pta other- tha.n n.tes 
Wa.ter works receipts • 
l!'tias from eduoa.~iona.l institutiona . 
R~caipts from public pa.rks, Puor House and Zoo 
Ft~rries • 
Other fees 
M:lsc<Jlla.neous 

Tota.l 

Grand Tota.l 

XLII 

'· 

Bs. 
,, 
" 
" -
•• 
" 
" 
" 
.. 

Rs. 

10,84,934 
1,65,:&56 

5u,821 
40,220 
33,355 
30,169 

3,671 
25,9\:1,572 

20,07,998 

1,45, 78,468 



S'rA'riST:lOAL APPENDIX U (B) 

II (b) 

BOMBAY MUNICIPAL CORPORATION. 

Statement showing the income during the year 1947-48 •. 

Population 14:,89,883. (1941 census) 
Total income from all sources 
Total income from taxation 

Per capita incidence of income from all sources 

Per capita. incidence of income from taxation • 

DETAILS. 
/ 

I. Rates and Tues. 
General tax 
Town duty 
Water tax 

Ha.lalkhore tax 
Wheel tax. -

Fire tax . • .• 
Total:-

II. Licence Fees etc. 

(a) Dangerous and offensive trades 
(b) Squatters and hawkers licences 
(c) Advertisement tax 

m. Market Revenue. • 
IV. Miscellaneous 
V. Assistance from Government. 

Total taxation. 

(i) Government aid in respect of fines for offences 
against the Law , 

(ii) Contribution towards expenditure_ iJ?. primary 
education 

(iii) Contribution in lieu of tolls, 
(iv) Shops and Establishments Act 
(v) Grant·in·aid 

Total Govt. assistance. 

Rs. 6,61,69,249 
,, 5,43,10,763 
.. 44·6~7 . 

.. ~6-7-3: 

Rs. 2,29,65,301 

•• 87,75,728 .. 1,34,81,988 
.. 48,54,811 .. 22,64,266 -
If 8,45,384 

-:--

Rs. 5,31,86,758 ---
Rs. 

.. 
.. 

6,02,240 
3,14,956 . 

2,06,809 ------
•• 5,43,10,763 
--~--

Rs. · 25,28,29,299 _ 
" 48,51,068 

Rs. 

.. 
,, 
.. 
.. 

Rs. 

3,31,158' 

9,75,017 
75,000 

37,937 
30,00,000 

44:,19,112 ---·--
Gra.nd Total :- R~. 6,61,69,242 ------



STATISTICAL APPENDIX n (c) 

II (c) 
CALCUTTA MUNICIPAL CORPORATION. 

Statement showing the income for th~ year 194 7· 48. 
Population 
Total income from all sources 

24,88,183 (1941 census) 
Rs. 

Total income from taxation • • 
Per capita incitlonce of income from all sources. 
Per capita incidence of income from ta.ution 

Rates and Taxes. 
(1) Consolidated Rate 

( 2) Licenses :-
(i) Tax on animals and carriages. Rs. 

(li) ·Tax on trades and professions. •• 
(iii) Scavenging t&x • • . ., 
(iv) Receipts from ca.rb registration 

fund • • • ,. 
(v) Share from the combined hackney 

carriage fund ,. ... . .. 
Total 

3. Contribution from Government for motor vehicle 
licensing. 

4:. Grants and contributions :-
(i) Gra.nts from Government. , 

(ii) Contributions from other 
sources 

Total 
Revenue derived from Municipal Property etc. 

5. Receipts from markets 
6. Receipts from sa.lughter houses 

'7. Sale of water 
8 Excess consumption of filtered water 

9. Rent of lands and houses 
. 10. Sale proceeds of land and :produce of land 
11. Dhooikhana receipts 
12. Calcutta. Municipal Gazette • 
13. Commercial Museum and Publicity Department • 
14. MiscellaneJus conservancy and lighting receipts • 
15. Fee!l and revenues from Tramways Electric Supply 
16. Fees and receipts from medical .institutions. 
17. Other fees 

18. Fines under the Municipal and other Acts. 
19. Interest on surplus cash balance 
20. Loans and advances from Government • 
21. Miscellaneous 

Total 

.. 
•• 
" 

Rs. 

... . .. 
Rs. 

II 

Ra.-

" 
,, 

.. 
•• 
II 

" 
" 

•• 
" .. 
" 
" 
" 
•• 
" 
" ,, 
•• 
" 
Rs. 

4,17,74.100 
2,41,59,100 
16-12-7 
9·11·4 

2,19,50,600 

90,000 
19,'77,600 

72,600 

68,300 

~2.08,500 

4,50,000 

55,85,400 

10,200 ---
65,95,600 

16,25,000 
1,30,700 

10,73,800 
600 

2,14,700 
70,600 
29,700 
20,300 
3,000 

21,200 
1,55,300 

5,900 
2,67,800 

33,100 
2,03,200 

50,03,600 
27,10,900 

«:.17 ,7 !,100 
-----------~---

:XLlV 



Dl 
Statement showing rarticulars reg&rding number, population, total iocome and income from 

taxation of municipalities (excluding City Corporations) in the various States for the year 1946·47 

I Income from taxation Incidence per head of 
population. 

State Number Populatoin Total income Remarks. 
from 

all sources. Proportion Total Income from 
Amount to the income taxation. 

total in· from all 
come ·sources 

- ' 
Rs. Rs. Rs. As. P. Rs. As. P. 

1. Madras 81 36,62,846 3,8~,45,677 2,56,20,441 66.16 10 9 0 6 15 0 
' 

.. 
2. Bombay 130 41,03,670 4,39,86,524 3,61,81,124 

I 
74.61 10 11 6 8 13 0 

3. Bengal· 22,51,390 
. 

75 1,15,03,056 78,35,453 68.08 5 1 9 '3 7 8 
I \ 

4:. U. P. 86 45,93,354 4,68,22,829 2,74,45,566 70.35 10 3 1 5 15 7 

5, Punjab 60 14,62,966 76,71,577 3,50,878 69.74 5 ··a 11 2 15 7 
'(1947-48) (1947·48) 

6. Bihar 57 16,23,115 78,09,231 44,63,948 57.16 4 15 4 2 12 0 

1. Orissa 8 2,62,266 22,02,603 6,31,113 28.6 8 6 2 2 6 6 

8. M.P. 82 18,25.872 1,52,37,824: 1,10,96,594 
I 

72.8:3 8 5 6 6 1 3 
' 

9. Assam 13 2,24,776 19,73,714 10,42,102 ; 52.79 6 13 5 3 9 9 . - ! 

Tot&l 592 1,93,54,855 17' 59,58,035 11 46,67,219 I 6R.56 6 14 7· 4 11 10 I 



IV 
Statement showing particula.J;S regarding the number, population and total income from taxa.tion of 

District Boards for the year 1946-47. 

' 
Income from taxation. Incidence per head of 

Number population: 
of Total income 

STATE. District Population. from all Remarks. 
Boards. sources. Proportion ' Total in- Income 

Amount. to the total come from · from 
income. all sources. Taxation. 

' 
Madras. 24 4:,49,01,483' 5,72,78,682 2,61,92,380 45.72 1 4 4 0 7 0 

I ' Bombay. 20 1,59,69,786 4,63,30,468 6lt,74,191 13.32 214 0 0 6 2 
I . Bengal, 13 1,70,76,038 74,31,976 37,13,818. 49.97 0 611 0 3 5 

I 

U. P. 45 4,81,65,349 3,13,79,890 89,68,147 28.57 0 10 1 0 211 
Punjab. 13 1,03,39,824 1,16,03,637 25,78,351 22.22 1 7U 0 4 0 1947·48 

' Figures Bihar. 16 3,58,15,255 ~.58,56,960 1,06,42,979 41.12 011 6 0 4 9 1947-48 
Orissa. 4: 84,07,743 52,68,919 11,92,307 22.62 

Figures 
0 10 !l 0 2 3 . 

M.P. 25 I 1,47,19,817 i,55,14,895 37,96,872 24.47 1 0 1 0 4 0 
Assam. 16 91,26,955 61,65,666 19,19,084 31'29 011 6 0 3 9 . _______ ) ___________ 

---. ~-~ Total 176 20,45,22,250 15,55,31,309 5,22,28,921 ' 
·~ --- ' 



v 
Statement showing the aggregate population. total income, income from taxation and per capita incidence 

e&ch of the City Municipal Corporations, Municipalities and District Boards for the ye&r 1946-47. 
-----------------

~ .. 1. 

< .... .... 
2. 

3. 

Description 
of 

local body. 

City Municipal 
Corporations 
(1947-jS) . 

Municipalities. 

District Boards. 

Tota.l 

' i 
I 

I 

I 

Tot&l income 
Number. Population. from 

all sources. 

Rs. 

3 4,755,547. 123,521,810 

618 21,946,887 151,819,055 

176 204,522,250 155,531,309 

-----------------
797 231,224,684 430,872,174 

Income from taxation. Incidence per head o f 
population. 

Percentage Total in· Income 
Amount. to the total come from from 

inoome. all sources. taxation. 

\ 

Rs. Rs. a.. P• Rs. a. p. 

89,242,505 72.24 25 15 7 18 12 3 

10~,094,627 fi8.66 f\14 7 4: 11 10 
' 

52,228,921 33.58 0 .12 2 0 '. 1 j .. 
---- ~--1:-~ 

---. 
245,666,053 06.99 1 0 11 



VI 
Comparative statement showing the periodical growth of the Central. 

Provincial and Loca.l revenues from 1921 to 1946 
-----~------------------

y EAR 

19 21 

31 

41 19 

19 46 -

Central Revenues 
(In Crores of Rupees) 

- ---- ~-----

AMOUNT Percentage 
of growth 
over the 
Preceding 
figure. 

115.2 ... 
121.6 5.55 

145.1 19.32 

360.7 148.58 

Provincial Revenues Local Revenues 
(In crores of rupees) (In crores of rupees) 

·----~ - - ---. ----·-

' 
AMOU~T Percentage Municipa· District Total 

of growth lities. Boards. local 
over the . revenue . 
procedidg 
figure 

-·- -·~- ------------- ----

70.4 ... 11.35 8.96 20.31 

83.2 • 18.18 23.8 16.57 40.46 

98.4 18.2 26.42 16.61 43.03 

229.0 132.72 27.53 15.55 43.09 

------- ----·------

--·--
Percentag e 
of growth 
over the· 
prtlceding 
tigure. 

. .. 
99.2 

6.3 

0.14 



sTATl:lTtCAu APPENDIX vn:(a) 

VII (a) 

MADRAS 

Statement showing the income of local bodies 
(1946·47) 

MUNICIPALITIES 

Number 
Population 
Total income from all sources 
Total income from rates and taxes 
Per capita. incid·Jnce of total income 
Per capita incidence of income from tues 

DETAILs·. 
Rates and taxes. 
(i) Tax on hJuses &ud lands 
(ii) Lighting rate 
(iii) Other taxes. 

{1) Tax on private menials and J) 
domestic servants 

(2) . Entertainment tax 
(3) Pilgrim tax 
(4) Education tax 

(iv) Tolh on roads and ferries 
(v) Water rate 
(vi) T&X on trades and proCession~ 
(vii) Conservancy · 
(viii) Tax on animals and vehicles 

Realisations under special Acts •. 
From pounds, hackney CIHriages, licences, etc=-

Other sources of· revenue. · 
Grants from Government 
Miscellaneous 
Receipts from markets and slaughter houses 
Fees from educational institutions: 
Fines 
Rents of houses and lands 
Sale proceeds of lands and produce of land 
Other fees 
Conservancy receipts (other than rates) 
Grants from local funds 
II1tere11t 

•rota! 

Total 

Rs. 
II 

Rs. 
II 

,, 

.. 
" ,, 
... .. 
,, 

" 
" 

81 
36,62,846 

3,87,45,677 
2,56.~J,441 

10-9·0 
6·15-0 

69,4l,G82 
54,34,726 

2,715 

23,64,313 
'1,30 423 

12,49,696 
34,5J,l98 
3J,53,109 
10,80.539 

9,6;3,816 
9,47,3~4 

---------
R". 2,56,20,441 
--------

Rs. 1,91,593 
----

Rs. 1,91,593 
---

Rs. 31,76,316 
It 23,61,749 .. 22,66,186 
... 14,12,39:J .. 5,35,543 .. . 4,81.499 

•• 4,41,86ti .. 17,17,387 .. 2,75,811 

" 2,39,2Jl ., . 25,673 
~~----..,-

Total ,, 129,33,643 
~-------

Gr,nd Tota,l ,. 3,87,45,677 

XLIX 



STATISTICAL APi?EimiCES VIi (a)&: (b) 

DISTRICT BOARDS 
Numbet' 
Population 

Total income from all sources 

Total income from rates and taxes 
Per capita. incidence of tota.l income 

Per--capita incidence of income form ta.xes 

(1) Provincipl ra.tes and. taxes 

(2) Other sources 
(3} Civil works 
(4) Government gr nts 

DETAILS 

Total 

Rs. 
.. 

Rs. 

Rs. 

" .. 
II 

Rs. 

2~ 

4,49,01,.53 

5, 72,78,682 
-2,61,92,380 

1-4-~ 

o-1-o 

2,61,92,380 

98,~2,158 

39,44,144 
1, 73,20,000 

5,72,78,682 

--------
VII (b) 

BOMBAY 

Statement showing the income of local bodies. 
(1946-47) 

MUNICIPALITIES 

Number 
Population 
Total income from all sources 
Total income taxes 
Per capita incidence of total income 
Per capita. incidence of income from ta.xee 

DETAILS 

Rs. 

" , 
.. 

130 
41,03,670 

4,10,13,007 
3,09,01,i14 

10-11-6 
8-13-0 

(1} Octroi (a) Octroi • Rs. 1,01,95,088 

(b) Terminal tax 
(2) Water rate 
(3) Taxes on houses and lands 
(4Y Conserva.ncy 
(5) mher taxes 
(6) Tax on animals and vehicles • 

(7) Tolls on Roa.ds and Ferries 
(8) ·Lighting ~at~ _, 
{9) Tax on Trade a.nd professions 

Total:-

t 

,. 
•• .. 
.. 
II 

" 
II 

•• ,, 

5,57,329 
83,36,048 
42,31,003 
20,10,800 
29,23,439 

8,04,148 

15,60,716 
1,23,033 
1,59,510 

----
3,09,01,114 

----



STATISTICAL APPENDICES .vn {b) & {c) 

Realisation under special Acts. 
(1) From Pounds, hackney carriages and 

·licences 

Other cources of revenue 
(1) Grants from Government • • 
(2) Receipts from markets and slaughter houses 
(3) Rents of la.nds and houses • • 
(4) Other fees • • 
(5) Fees from educa.tiona.l institution. • 
(6) Sale proceeds from la.nds and produce of l~~ond 
(7) Grants from local funds • • 
(8) Conserva.ncy (other than rates) 
(9) Other grants a.nd contributions 
(10) Fines • • . • 
(11) Miscellaneous 

. 
• 

Rs. 

.. 
•• .. .. 
II .. .. 
II ... 
" 
II 

14,165 

51,50,246 
11,76,074 

7,47,288 
2,84,992 
6,24,528 
4,05,165 
1,33,817 
4,14,835 

..2,00,981 
1,67,929~ 

7,91,873 ---
1,00,97,728 

Grand Total 4,10,13,007 

DISTRICT LOCAL BOARDS 

Number 
Population • • 
Total income from all sources .. • 
Total income from taxes . 
Per capita. incidence of total income 
Per capita. incidence of income from -taxes 

From Government grants 
Provincial rates and taxes 
Civil works 
Other sources 

DETAILS 

VII (c) 

WEST BENGAL 

.. 
20 

•• 1,59,69,'186 
" 4,63,30,468 
•• 61,74,191 

" •• 
2-14-5 
0· 6·2 

Rs. 3,26,39,210 
•• 61,74,191 
,. 6,78,787 
" 68,38,280 

ta.tement showing the income of local bodies 
(1946-47) 

MUNICIPALITIES 

Number 

Population (1941 census) 
Tota. I income from all sources 
Total income from rates and taxes 
Per capita. incidence of income 

., ., ,, of t~:x;ee 

LI 

75 (exclusive of the 
Calcutta. Corporation) 

Rs. .. 
" 
II 

22,51,390 
1,15,08,056 
78,35~453 

5·1·9 
3-7-8 



S'IA'riS'riOAL APPENDIX VII (c) 

(1) Taxes on houses and lands 

(2) Crmset'vancy 

(3} Tax on trades and professions. 
(4) Water rate ~ 

(5) Lighting rate 

(6) Tools (on roads & ferries) 

(7} Tax on animals & vehicles 
(8) Other taxes 
(9) Octroi. ' 

Realisation under special Acts. 

DETAILS 

From pounds, hackney carriages and licences. 

Other sources of revenue. 
(I) Grants from Government. 
(2) 1\fiscelloneous 
(3) Other fees . 
(4) Rente of hnde & houses • 
(5) Receipts from markets and slaughter houses 
(6) Fmes . . • • 
(7) Conservancy receipts (other than rates) . 
(8) Other grants & contributions . . 
(9) Grants from looal funds . 
(10) Sale proceeds of lands & produce of land 
(11) Fees from educational institutions. 

Total 

Total 

DISTRICT BOARDS 
Number 
Population 

Total i~come from all source::~ 
Total income from taxes 

Per capita. incidence of tota.l income 

•• •• •• of income from taxes 

(1) Provincial rates 
(2) Ci \·il works 

(3) Other sources 

{4) Guverument grants 

DETAILS 

LII 

Total 

Rs. 42,'17,935 

.. 16,06,902 

" 3,98,856 

" 
8,95,868 

" 3,06,919 

" 
1,87,286 

" 
1,36,763 

.. 24,924: 

•• 

Rs. 78,35,453 -----
It 75,449 

Rs. 18.~0.656 

" 
6,54,414: 

•• 4,79,361 

" 2,67,170 .. 1,68,057 

•• 68,583 
II 64,834 

" 
55,756 

" 
54,9J9 .. 41,966 .. 21,448 

------
Rs. 35,97,154 

13 
Rs. 17,076,038 

74,31,976 

.. 37,13,818 

.. 0-6·1.1 

•• 0-3-5 

.. 37,13,818 

" 
4,9J,721 

•• 6,10,686 

•• 26,l4,751 

-----
Rs. 74,31,97~ --



STATISTICAL APPENDIX. VII (d) 

VII (d) 

UTTAR PRADESH 
Statement showing the income of local bodies 

(19!6-47) 
MUNICIPALITIES 

Number 
PoplilJation • • 
Total income from all sources 
Total incoms from rates_and taxes 
Per ca.pita. incidence of toto.l ioc'>rne 
Per capita. incidence of income from taxes 

Rates and taxes. 
(i) Octroi including terminal tax 
(ii) Wa.ter rate • 

(iii) Tax on houses and lands 
(iv) Tolls on roads and ferries 
(v) Tax on a.nimals a.nd vehicles 

DETAILS 

{vi) Conservancy • 
(vii) Ta.x on trades c~.nd ca.Uings • • 
(viii) Other taxes on circumstances & property 

Realisa. tions under special Acts. 

From pounds, hackney carriage3 and licences. 

Other sources of revenue 
(i) Grants from Government 
(ii) Miscellaneous • , . 

(iii) Receipts from markets and slaughter house3 
(iv) Rents of lands !!:nd house:~ . . 
( v) bale proceeds of lands and produce of land 

(vi) Fees from educational instit11tions .. • 
(vii) Conservancy re~eipts (other than rates) 

(viii) Other fees 
(ix) Fines . 
(x) Grants from local funds • 

(xi) Other grants and contributions 

86 
45,93,354 

Rs. 4,68~22,829 
11 2,74,45.566 
11 10·3·1 
" 5-15·7 

' . 

Rs. 1,76,30,483 

... 29,92,732 
II 27,29,653 

" 25,41,681 
II 4,04,402 
II 2,24,604 

•• 2,58,045 

" 
- 6,63,966 

------· 
Total Rs. 2,74,45,566 

Rs. 3,93,426 

Rs. 73,96,994 

" 
13,42,536 

.. 8,67,833 

" 
18,77,384 

" 
5,33;372 ... 4,25,053 

" 
8,33,606 .. 51,18,836 

" 
4,96,737 .. 36,647 .. 5i,879 ----

Total Rs. 1,69,8.3,837 
-------

-Grand Total Rs. 4,61,22,829 

DISTRICT BOARDS 
Number 
Population • . 
Total income from all sources 
Total income from rates and taxes 
Par capita incidence of total income 
fer capita.. incidence of income from taxes 

:pq 

... 
II .. 

"II 

,, 

49 
4,97,41,609 
3,13, 79,tl90 
-89,68,147 

0-10-1 
0-2.-ll 



.• TATISTIOA.'L APPENDIX '1'11 (e) 

(1) Grants from Government 
( 2) Provincial rate and \a.xes 

· (S) O~her sourcas 

DETAILS. 
Rs. .. 
" 

1,52,57,266 
89,68,147 
71,54,477 

-------
Tota.l Rs. 3,13,79,890 

VII (e) 

PUNJAB 
S~atement showing the income ·of local bodies 

(1947-48) 

Number 
Population 

(from 15-8-4 7 to 31-3·48) 

MUNICIPALITIES 

Total income from a.ll sources 
Total income from rates & taxes 
Pdr capita incidence of total income 
Per capita. incidence of income from ta.xei 

Rates & Taxes. 
(a} Octroi and terminal tax 
(b) Tax on houses a.nd lands 
(o) Water rate 
(d) Tax on animals & vehicles 
(e) Tolls on roe.ds and ferries 
(f) Conserva.r.cy 
(g) Tax on trades and profesllivus 
(h) Other ta.xes 
(i) Lighting rate 

Realisations under special Acts. 
From pounds, hacking carriages and 
licences for sa.le of spirits and drugs 

Other sources of revenul". 
(a) Municipal properties 
(b) Grants from Government 
(c) Other grants and oonttibutions 
(d) Fees from educational instituti' ns 
(e) Other fees 
(f) Markets and slaughter houses 
(g) Conservancy receipts (other than ra.tes) 
(b) Fines 
(i) Miscellaneous 

Total 

Tuta.l 

Total 

Grand Total 

LIV 

Rs. .. 
•• 

•• 

.. 
•• .. .. .. 
•• .. .. 

Rs. 

Rs. 

Rs-

Rs. .. .. 
•• .. 
,, 
•• 
•• 
•• 

Rs. 

---

60 
14,62,966 
76,71,577 
53,50,878 

5-3·11 
2·15·7 

. 29,25,123 
5,00,027 
4,18,191 

97,567 
50,418 
18,806 

3,697 
13,37,049 

53,50,878_ 

70,690 

70,690 

6,08,089 
5,01,702 

24,834 
41,418 
18,133 
26,447 
14,179 
1,984 

10,13,223 

22,50,009 

Rs.:...· _ __:..76:;!., 7~1:.!.:,5;...:.7.;...7 _ 



· STATISTICAL APPENDICES Vll (e) &: (/) 
.~ 

DISTRICT BOARDS 
Number 
Population 
Total ina.1me from all sources 
Total income from rates & taxes 
Per capita incidence of total income 
Per capita. incidence income of from ratos & taxes 

(a) Grants from Government 
(b) Rates & taxes 
(c) Civil works 
{d) Other sources 

DETAILS 

VH (f) 
BmAR 

·-

-.Total 

Rs. .. .. .. 
Rs. ,, .. 
u 

Rs. 

Statement showing the income of local bodies. 

(1946-47) 

MUNICIPALITIES 

Number 

PopUlation 

Total income fror,n all sources 

Total income from rates and taxes 
Per capita incidence of total income 
Per capita. incidence of income taxes 

Rates and taxes 
(1) Tax on houses and lands 
(2) Conserva~cy 
(3) Water rate 
{4) Tax on trades or professions 
{5) Tax on animals and vehicles 
(6) Lighting rate 
(7) Other taxes 
(8) Octroi 
(9) Tolls on roads and ferries 

DETAILS 

.Rs. 
.. .. 
•• 

Rs. 

" 
" .. 
" 
II 

II 

13 
1,03,39,824: 

- 1,16,03,637 
25,78,351 

1·7·11 
. 0-4:·0 

64,39,329 
25,78,351 

16,732 
25,69,225 --1,16,03,637 

57 
16,23,115 
78,09,231 
44,63,948 
4:·15-4 
~-12·0 

19,28,366 
12,73,996 

5,26,278 
92,336 
44,274: 
21,823 

5,76,875 

---------
Total· 

Realisation under special Acts, 
From pounds, hackney carriages and licences. 

Total 

Rs. 44,63,948 
---------

Rs. 

Rs. 

2,46,734 . 

2,46,734 



S~ATISTIOAL APPENDICES VII (/) ~ {g) 

Other sources of revenue, 
(1) G~ants from Government 
(2) Miscellaneous 
(3) Receipts from markets and slaughter 

houses. 
(4) Sale of lands and produce of land 
(5) Other fees 
(6) Rents of lands and hOuses 
(7) Grants from, local fundiJ 
(8) Fees from educational institutions 
(9) Other grants and contributions 
(10} Conservancy r~oeipts (other than rates) 

(11) Fines 

Tot&l 

DISTRICT BOARDS. 
(1947-48) 

N\lmber 
Population 
Total income from all sources 
Total income from rates and tues 

P~r capita incidence of total income 
Per capita. incidence of income from taxes 

DEThLS 

1. Provincial rates and taxes 
2. Government grants 
3. Other sources 

VII (g) 

ORISSA. 

Total 

Rs· 

.. 
•• 
•• .. 
.. 

•• 
" 
•• .. 
" 

Bs. 

--

Rs. 

•• .. .. 
Bs. 

.. 

.. 
Bs. 

Statement showing the income of local bodies 
(1946·47) 

MUNICIPALITIES 
Number:
Popula.tion 
Total income from all sources 
Total income from rates and taxes 
Per capita incidence o£ total income 
fer capita incidence of total income from taxes. 

Rs. 

•• .. 
n 

\ 

19,47,842 

4,18,605 

3,08,959 

34,351 
1,49,131 
1,16,915 

17,791 
45,789 

13,343 
20,014 

25,809 

30,98,549 

17 
8,58,15,255 
2,58,56,960 
1,06,42,979 

0·11-6 
0· 4-9 

1,06,42,979 
1,20,08,626 

32,05,355 

2,58,56,960 

• 8 
2,62,266 

22,02,603 
6,31,113 

8-6-2 

2-6·6 



SUTISTICAL APPENDIX VU (g) 

Rates and Taxes. 
( 1) Tax on houses and lands 
(2) Comervancy. 
(3) Water rate 
(4) Tax on animals & vehiclei 
(5) Other taxes 
(6) Tax on trades and professions 
(7) Lighting rate 
(8) Tolls on roads & ferries 
(9) Octroi 
(10) Tax on persona 

DETAILS 

Rs. 
, 
,, 
" •• 
•• 

II 

" 

2,15,909 
1,77,647 

52,205 
9,953 

1,43,654 
9,3L6 

16 

22.413 

Rs. 6,31,113 

Realisations under special Acts. 
(1) Licences 

' Other sources of revenues :-

~ Ha.okney ca.rriages 
~Petroleum 
I Vaccine fees 

J Miscellaneous 

Rs. 

2,317 ~ 
578 ~ 
164 I 

42,691 J 

45,750 

Rs. 

45,750 

(1) Grants from Government : General purposes 11,93,296 ~ 
Educational 91,639 ~ 13,76,969 
Medical 92,034 J 

. . 

(2) Receipts from markets and slaughter houses 
(3) 0Gher fees. · 
(4) Grants from local funds. 
(5) Other grants and contributions. 
(6) Rents of lands & houses. 
(7J Sal':l proceeds of land & produce of land. 
(8) Fees from education institutions. 
(9) CJuservancy receipts (other than tax). 

{10) Fmes. 
(11) U1scellaneous. 

DISTRICT BOARDS 
Number. 
Pupulat.ion, 
'l'ota.l iucome from all sources, 
Total incume from ra.tes & taxes. 
Per capita incidence of total income. 
Fer capita incidence of income from tuea. 

Rs. 

" 
" ,, 

13,76,969 

38,233 
41,084 
''9,784 
2,448 

17,808 
11,492 
7,624 
4,411 
1,383 

14,504: 

_15,25,740 

6 
82,65,468. 
52,ti8,919 
ll,!J:.!,3J7 

0·10·2 
0·2-:) 

15,25,740 



STATISTICAL APPENDICES VU (g) ~ (h) 

1. Provincial r&tes. 
2. Civil works. 
3.' Other sources. 

/ 

DETAILS 

~. Government gr;.nts. 

VII (h) 
MADHYA PRADESH 

Rs. 
11,92,307 
1,14,67~ 
3,75,496 

35,86,4U 
---
lS2,68,91g -

Statement showing tlie income of loe&l bodiea. 
(1946-47) 

MUNICIPALITIES 

Number. 
Population . 
Total income from all sources. 

., , ., rates and taxes. 
Pe.r capita incidence of total income. .. .. .. of income from taxes •. 

DETAILS 
Ra.tes and taxes (1) Octroi. 

(2) Other taxes. 
(3) Conservancy. 
(4) Water rate. 
(5) Tax on houses and lands. 
(6) Tolls on roads and ferries. 
(7) Tax on animal and vehicles. 
(8) Tax on trades and professions. 
(9) Lighting rate. 

Total 

Realisations under special Acts. 

Rs. 
-.. .. .. 
.. .. .. .. .. .. 
•• 
" .. 
Rs. 

82 
-18,25,872 

1,52,37,824 
1,10,96,594 

8-5·6 
6-1·3 

36,21,924 
29,50,681 
15,78,674 
15,31,049 
8,66,'184 
2,52,689 
1,38,818 
1,27,602 

28,373 
---

1,10,96,594 

From pounds, hackney carriages and licences. Total Rs. 1,69,136 

Other sources of revenue. 
(I) Grants from Government. 
(2) Receipts from markets and slaughter houses. 
(3) Miscellaneous. 
(4)· Fees from educational institutions. 
(5) Rents of land and houses. 
(6) Sale proceeds of land and produce of land. 
(7) Other fees. _ 
(8) Conservancy receipts (other than rates). 
(9) Grants from local funds. 

(10). Other grants and contributions. 
(11) Fines. 

Rs. 10,15,307 .. 6,60,355 
II 6,67,646 .. 4,73,798 

•• 4,30,751 
.. 2,10,977 .. 2,66,269 .. 1,23,661 .. 61,571 .. 61,759 

Total Rs. 39,72,094 

Grand Total Rs. 1,52,37,824 

l.VUI 



DISTRICT COUNCILS 
{Since abolished). 

Number. 
Population. 
Total income from all sources. 

,. • ,. 11 rates and taxes. 

Per ca.pita incidence of total incomes. 

.. .. .. of income from taxes. 

DETAILS 
(1) Other sources. 
(2) Provincial rates and taxes. 

(3) Civil works. 

(4) Government grants. 

VII (i) 
ASSAM 

Total 

25 
1,50,11,783 

Rs. 155,14,895 

•• 37,96,872 .. 1-Q-1 
,, 0·4·0 

Rs. 72,75,217 

.. 37,96,872 

II 2,01,735. 
..,, 42,41,071 

-----
Rs. 1,55,14,889 -------

Statement showing the income of loca.l bodies. 
(1945-46) 

' MUN1CIP ALITIES 

Number 
Popult.tion -
Total income from all sources 

Total income fom taxes • 
Per ca.pita incidence of total income 

Per capita incidence of income from taxe!.l 

Ra tea and taxes. 
(i) Tax on houses and lands 

(ii) Conservancy • 

(iii) Water rate 

(iv) Lighting rate • 

DETAILS 

( v) Tax on animals and vehicles 

{vi) Tax on trades and professions 

(vii) Tolls on roads and feries 

(viii) Other taxes • 

RealisationJ un-Jer special Acts. 
From pounds. hackney carriages and licences 

T.IX 

Total 

13 
2,24,776 

Rs. 19,73,714 

.. 10,42,102 

" 6-13-5. .. 3·9·9 

Rs. 4,12,734 

•• 3,18,469 

.. 2,09,303 

II 44,682 

.. 37,861 

•• 15,495 

•• 2,912 

.. 646 -----
Bs. 10,42,102 --

Rs. 1,4.2,488 



STATISTICAL APPENDIX Tn ( i) 

Other .sources. 
(i) (}rants from Government . . 

(ii) Grants from local funds 
(iii) -Obber grants and contributions , 
(iv) Receipts from markeLs & slaughter houses 
(v) Rents of lands and houses • 

(vi) Fees from educational institutions • 
(vii) Sale proceeds of land and other produce of 

land 
(viii) Conservancy receipts (other than tax) 

(ix) Other fees 

Total 

Grand Total 

DU3TRICT LOCAL BOARDS 
(1946·47) 

Number . 
Population 
Total income from all sources . 
Total income from ta:xes 
Per capita incidence of total income 
Per ca.pita. incidence of income from taxes 

DETAILS 

1. Government gra.nts • 
2. Rates & ta.xes 
3. Civil works 
~. Other sources 

Tota.l 

t.X 

Rs. 2,35,185 .. 7,5J4 

•• 87,807 .. 2,96,790 .. 45,6tl7 
,·, 7,399 

.. 3,636 

" 
2,151 .. 92,965 

-----
Rs. 7,89,127 

-----
Rs. 19,73,714 

-----

- 19 
90,54,693 

R~. 61,65,666 .. 19,19,084 

•• 0·11·6 .. 0·3·9 

Rs. 32,19,520 .. "19,19,084 .. 2 97,53! .. 7,29,528 
-·---

Rs. 61,65,666 
-----



VJU (i) 

Statement showing the distribution of expenditure on municipal services (excluding City Corporations) 
during the year 1946-47 

1 2 3 4 5 6 7 8 9 

Head of Service •. Madras Bombay Bengal U.P. Punjab Bihar Orissa. Madhya Assam 
(1946-47) (1946·47) (1946-47) (1946-47) (1947-48) (1946-47) (1946-47) Pradesh (1945-46) 

(1946·4 7) 
Amount Amount Amount Amount Amount Amount Amount Amount Amount ·---· Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. 

Education 63,87,615 88,87,458 7,06,384 49,89,444 9,05,262 9,31.115 1,22,737 33,72,044 2,94,764 CD 
~' (13.6) (26.7) (6.03) (12.3) (11.93) (13.7) (9.62) (17.46) ( 14.4) 11--
~ 

Publio Health 6,20,002 8,68,169 3,90,045 14,83,395 2,6'1,961 1,79,259 61.181 63,96,755 59,668 -(.Q 

(1.3) (2.6) (3.3) (3.6) (3.54) (2.6) (4.79) (32.12) (2.9) 
.., 
0 .Medical 7,56,121 24,9J,470 4,33,139 12,90,32.2 5,08,125 1,88,905 37,862 4,45,939 52,900 > 

,t-4 (1.6} (7.4) (3.7) (3.1) , (6.70) (2.7} (2.96) (2.31) (2.5) t:1 
M llo-.... Drainage 14,42,567 7,11,466 6,26,196 11,73,585 2,39,407 3,97,322 21,353 5,22,762 52,859 "0 

(3.1) (2.1} (5.3) (2.8) (3.15} (5.8) (167} (2.71) (2.5) 't.J 
l;tj 

Water supply 22.91,114 16,06,778 10,40,938 51,19,151 6,03,774 5,83,028 51,670 14,50,430 2,60,962 z 
(4.9} (4.8) (8.8} . (12.6) (7 96) (8.5) (4.05) (7 .51) (12.7) s 

~ 
Conservancy . 75,58,874 70,30,445 38.65,282 75,29,995 11,72,914 23,97,783 3,89,813 31,28,654 5 65,125 ~ 

(16.1) (21.1) (33.04) (18.5) ( 15.46) (35.4) .(3J:55) ( 16.21) (27.6) ..... 
1=1 

Ro~ds 35,52,574 17,15,065 10,71,320 37,60,183 4,82.053 4,68,864 1,75,804 .12,8S,Ou8 2,23,451 -· (7.6} (5.1} (8.1) (9.3) (6 :-15) (6.9) (13.78) (G.66) (10.9) ~: 

Publio safety 59,59,387 18,49,448 5,26,220 30,56,875 16,53,313 2,37,625 58,008 6,69,629 96,339 
(12.7) (5.6) (4.5) (7.5) (21.!:!) (3.5) (4.54) (3.46} (4.2) 

General administration 27,59,745 45,85,433 13,05,092 37,96,787 14,67,277 5,66,454 99,682 20,36,9t!7 1,79,602 
(5.9} (13.8) (11.1) (9.3) (19.34} (8.3) (7.81) . (10.54) . (8.7) 

Other convenienoes 1,53 65,980 34,76,381 17,34,083 83,00,141 ~.8:?,152 8,18,144 2,57,557 2,61,173 
(32.2) (10.4) (14.8) (20.4) (3.n) (12.0) (20.19) (12.7) 

Total 4,66193,985 3.3~,21,113 l,lf1,9t1,699 4,05,19,1:!81 75,83,238 67,68,499 12,75,667 1,93,11,208 20,46,843 

NOTE :-The figures in brackets below each figure of expenditure indicate the percentage which the expenditure under that 
head formed of the total income. 



VIII {ii) 
Statement showing the distribution of. expenditure of District Boards for the year 1946-47. 

-
Head of Madras, Rom bay. Bengal. U.P. P•lnja.b Bihar. Orissa.. M.P. Assam. 
Service. 1947-48. 

Amount. · Amount. Amount. Amount. Amount. Amount. Amount. Amount. Amount •. 
I 
r.a 
~ 

Education. 3,12,95,417 2,55,54,496 9,96,438 1,70,50,763 64,02,012 72,78,728 25,23,643 48,45,350 30,94,151 ""' ~ (58.7) (82.8) {14.1) (58.7) (65.09) (37.2) {57.51) (53.12) (49.65) ... 
ctl 

Public Hea.lth 16,92,806 9,29,963 13,74,822 8,79,761 6,30,925 13,98,785 1,79,042 3,57,522 89,527 t-3 -(3.23) (3.0) (19.5) (5.2) (6.41) (7.1) (4.08 (3.91) (1.43) 
a 

""' Medical Re· tl 

lief.· 31,47,487 6,84,132 10,36,743 24,39,967 8,33,463 21,02,556 3,96,700 3.27,429 7,00,033 ~ 
E (6.01) (2.2) (14. 7) (8.4) (8.47) (10.7) (9.04) (3.58) (11.23) ~ 

1:;1 
Oommunica.· ~ 1-1 t:l tiqns. 1,04,62,000 30,02,279 18,24,023 34,85,096 8,03,637 47,13,400 6,75,573 3,95,338 11,65,031 M (20.01) (9.7) (25.9) (11.8) {8.17) (24.1) . {15.39) (4.33) (18.69) 

~ General Ad· a . ministration. 25,62.850 6,17,113 3,98,397 18,00,00 7,46,998 9,89,501 3,63,341 8,31,584 4,42,584 -(4.9) (2.0) (5.6) (6.1) (7.59) (5.06) (8.28) (9.11) (7.10) 
... ..::.r. 

Other purpos-
4,17,156 es. 31,40,372 57,136 14,03,41 71 33,87,909 30,61,036 2,49,344 23,64,018 7,40,12 . 

(6.004) (10.1) (19.9) Ul.6) (4.24) (15.6) (5.68) (25.91) (11.87) 
• 

Total 5,23,00,932 3 ,08,4 5,119 70,33,840 2,90,40,000 98,34,191 1,95,44,000 43,87,643 91,21,241 62,31;453 

Note :-Tbe figures in brackets below each figure 
that he&d formed of the total income. 

of expenditure indicate the percentage which the expenditure under 



liTATISTICAL APPENDICES VIII (a) & (b) 
-------------------------

VIII (a) 

Statement showing the distribution of expeuditure of local bodies. 
----

MADRAS. 
1946-47 

Municipalities. 
Amount. Percentage. 

Rs. 
1. Ocher conveniences and miscellaneous 1,53,65,983 32.2% 
2. Conservancy 75,58,874 16.1%. 
s. Education • 63,87,615 13.6% 
4. Public safety 59,59,3tj7 12.7% 
5. Roads . . . '-35,52,574 7.6% 
6. General administration and collection 27,59,745 5.9%_ 
7. Water supply 22,91,114 4.9%. 
8. Drainage . 14,42,567. 3.1% 
9. Hospitals . 7,56,121 1.6% 

10. Public health 6,20,002 1.3% 

Total 4,66,93,985 
----

District Loc:al Boasds. 
Amount. Percentage. 

Rs. 
1. Others . 2,57,20,976 49.3% 
2. Communications .• 1,04,62,000 20.01% . 
s. Education . 65,67,326 10.6% 
4. Public heaUh 48,40,293 9.2% 
5. Medica.! . . . 31,47,487 6.01% 
6. General Administration and colleption 25,62,85() 4.9% 

------
Total 5,23,00,932 

------
VIII (b) 

Statement showing the distribution of expenditur~ of h:al bJdias. 

1. Education • 

BOMBAY. 
(1946-47}r 

Municipalities. 

2. Conservancy . • 
3. Other conveniences and miscellaneous 
4. General Administration a.nd collection 
5. Water supply 
6. Hospitals • 
7. Roads . . 
8. Public safety 
9. Public health 

10. Drainage , 

l<XIU 

Amount. 
Rs. 

88,87,458 
70,30,445 
34,76,381 
45,85,433 

16,06,778 
24,90,470 
11,15,065 
18,49;448 
8,68,169 
7,11,466 

~--....... - ...... 

Percentage. 

26.7% 
21.1%-
10.4% 
13.8% 
4.8~ 
7.4% 
5.1% 
6.5% 
2.6% 
2.1% 



STATISTICAL APPENDICES VIII (b) &: (c) 

1 Education • 

2. Communications 

3. Others 

4. Public Health 

ts. Medica.! 

District Local Boards. 

.. 

Amount 

Rs. 
2,55,54,496 

30,02,27~ 

6. Genera.! Administration and collection 

57,136 

9,29,963 

6,84,132 

6,17,113 

1. 
2. 

s. 
4. 
5. 
6. 
1. 
8. 
9. 

10. 

1. 
~. 
s. 
'· 5. 

6. 

TClta.l Rs. 3,08,45,119 

Vlll (c) 

Sb.tement showing the distribution of 
expenditure of local bodies. 

Conservancy 
Other conveniences a.nd 

miscella.neou s 
Genera.l Administration 

collection 
R::1a.ds 
Water supply 
Educa.tion 
Dra.ina.ge 
Public sa.fety 
Public hea.lth 
Hospitals 

Othera 
Communica.tions 
Medica.l 
Educa.tion 

WEST BENGAL; 

(1946-47) 

Municipalities 

Ra. 

.. 
and .. .. .. 

" 
" 
II .. 
" 

Toti.l 

District Boards. 

Rs. 
,. .. .. 

Genera.l a.dministration and 
01llection " Public health. •• 

Amount 
38,65,282 

17,34,083 

13,05,092 
10,71,320 
10,40,938 
7,06,384 
6,26,196 
5,26,220 
3,90,045 
4,33,139 
-----

R~. 1,16,98,699 

Amount 
14,03,417 
18,24,023 
10,36.743 
3,96,433 

3,98,397 
13,74,822 

--- ---
Total Rs. 70,33,840 

------
LXIV 

Percentage 

82.8% 

9.7% 

0.1% 

3.0% 

2.2% 

2.0% 

Percentage 
33.4.% 

i4.8% 

U.1% 
9.1% 
8.8% 

6.03% 
5.3% 
4.5% 

3.33% 
3.7% 

Percentage 
·19.9% 
25.9% 
14.7% 
14.1% 

5.0% -
19.5% 



BTATI~TiOAL APPENDICES VW (d) &: _(e) 

VIII (d) 
Statement showing the distribution of 

expenditure of local bodies. 

UTTAR PRADESH 
1946-47 

Municipalities 
Amoun~ 

1. Other convenience and miscellaneous Rs. 83,00,141 
~- Cooservancy .. 75,29,995 
3. Water supply .. 51,19,151 

'· Education .. 49,89,444 
6. General administration & collection .. 37,96.787 
6. Roads •• 37,80,183 
1. Public safety .. 30,56,875 ' 
8. Hospitals .. 12,90,325 
g_ Drainage .. 11,73,585 

10. Public health .. 14,83,395 

Total Rs. 4,05,19,881 

District Boards. 
Amount 

1. Education Rs. 1,70,50,763 
2 Communications 
3. Others 

.. 34,85,096 
.. 33,87,909 

.. ·' 
4. Medical .. 24,39,967 
IS. General administration & collect.ion 
A. Public health 

11 18,0Q,I;OJ 
.. 8,79,761 

1. 
2. 
3. 
4. 
5. 
r. 
I. 
8. 
g_ 

10. 

• ------
Total Rs. 2,90,43,496 

------
VID (e) 

Statement showing the distribution of 
expenditure of local bodies. 

----
PUNJAB 
(1947·48)- . 

Municipalities 
Amount 

General administration and collection Rs.- 14,67,277 
Conservancy 

" 
11,72,914 

Education 
" 

9,05,'262 
Water supply .. 6,03,774 
Hospitals .. 5,08,125 
Road a .. 4,82,053 
Public health .. 2,68,961 
Drainage .. 2,39,407 
Public safety .. 16,53,313 
Other conveniences .. 2,82,15~ . -

Tolal Rs. 75,83,238 -r.,:xv 

Percentage 
20.4% 
18.5% 
12.6% 
123% 

9.3% 
-9.3% 
7.5% 
3.1% 
2.8% 
3.6% 

-Percent age 
58.7% 
11.8% 
11.6% 
8.4% 
6.1% 
5.~% 

Percental• 
10.34.% 
15.46% 
11.93% 
7.96% 
6.70% 
6.35% 
3.64% 
3.15% 
21.8% 
3.72% 



STATISTiCAL APPENDICES VIU (e) &:_(f) 

District Boards. 

Amount Percentage 
]. Education Rs. -64,02,012 65.09% 
2. Medical .. 8,33,463 8.47% 

3. Communications .. 8,03,637 8.17% 
4. General administration and collection .. 7,46,998 7.59% 
5, Public health .. 6,30,925 6.41% 
6. Others .. 4,17,156 4.4:% 

------
Total Rs. 98,34,191 

---:----·-

VIII (fl 

Statement showing . the distri hution 
of expenditure of local bodie~. 

BIHAR 
(1946-4 7) 

Municipalities 

Amount Percentage 

1. Conservancy RH. 23,97,783 35.4% 
2. Education .. 9,31,115 13.7% 
3. Other conveniences & miscella.neous .. 8,18,14.4 12.0% 
4 Water supply .. 5,83,028 8.5% 
5. Ganeral administra.tion and cJllection .. 5,66,454 8.3~{, 

6. Drainage .. 3,97,322 5.8% 
7. Roads .. 4,68,864 6.9% 
8. Hospitals .. 1,88,905 2.7% 
9. Public safety •• 2,37,625 3.5% 

10. Public health .. 1.79,259 .2.6% 

Total R~. 67,68,499 

District Boards 
Amount Peroenhge . Education Rs . 7~i.78,728 37.2% l• 

2. Cornmunica.thns .. 47,13,40J 24.1% 
a: O~her purposes .. 30,61,036 15.6% 
4. MedLal .. 21,02,556 10.7% 
5. General administration & collection ,, 9,89,501 5.06% 
6. Public he<~.lth ,, 13,98,785 7.1% 

Total Rs. 1,95,44,006 

---. 
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1. 
2. 
3. 
4. 
0. 
6. 
7. 
8. 
9. 

10. 

1. 
~-
3. 
4. 
1>. 
6. 

1. 
2. 
3. 
4:. 
5. 
6. 
7. 
B. 
I. 

STATISTICAL APPENDICES Xlll (g) & (h) 

VIII (g) 

Sratement showing the distribution of 
expenditure of local bodies. 

ORISSA 
(1946·47) 

Municipalities 
Amount 

Education Rs. 1,22,737 
Water supply .. 51,670 
Hospitals .. 37,862 
Drainage II 21,353 
General administration and collection. . ... 99,682 
Public safety 

''· 
58,008 

Conservancy •• 3,89,813 
Roads •• 1,75,804 
Public health .. 61,181 
O~her conveniences and miscellaneous. II 2,57,557 

-----
• Total Rs. 12,75,667 

--.---
District Boards 

Amount 
Education Rs. 25,23,643 
Communications •i 6,75,573 
Medical II 3,96,700 
Public health II 1,79,042 
General administration and collection II 3,63,341 
Others .. 2,49,344 

--~--

Tota.l Rs. 43,87,643 
-----

VIII (h) 
Sta.tement showing the distribution 

of expenditure of localbodies. 

MADHYA PRADESH 
(1946-47) 

Municipalities 

Education Rs. 
Conservancy II 

General administra.tion •• Water supply II 

Reads •• 
Public health •• 
Public safety .. 
Drainage .. 
Hospital a .. 

Total Rs. 

LXVII 

Amount 
33,72,044 
31,28,654 
20,36,987 
14,50,430 
H,88,G08 
63,96,755 
6,69,629 
5,22,762 
4,45,939 

1,93,11,203 
;:------

Percentage · 
9.62% 
4.05% 
2.96%-
1.67% 
7.81% 
4.54% 

30.55% 
13.78% 

4.79% 
20.19% 

Percentage 
57.51% 
15.39% 

9.04% 
4.08% 
8.28% 
5.68% 

Percentage 
17.4% 
16.2% 
10.5% 
. 7.5% 

6.6% 
32.12% 

3.4% 
2.7% 
2.3% 



StATiS'l'lOAL APPENDlXCES VIII (h)&: (i) 

District Councils. 
Amount Percentage 

~1. Education Rs. 48,45,350 53.12% 
2. Others •• 23,64,018 25.91% 
3. General administra.tion & collection .. 8,31,584 9.11% 
4. ' Communica.tions 3,95,338 4.33% 
5. Public health .. 3,57,522 3.91% 
6. Medica.! •• 3,27,429 3.58% 

---·--
Tota.l Rs. 91,21,241 

-----
VIII (i) 

Statement showing the distribution of expenditure 
of local bodies. 

ASSAM 
Municipalities 

(1945-46) 

Amount Percentage 

I. Conservancy Rs. 5,fi5,125 27.6% 

2. Education •• 2,94,764 14.4% 

3. Other conveniences and miscella.neous .. 2,61,173 12.7% 

4. Wa.ter supply II 2,60,962 12.7% 

5. Roads II 2,23,451 10.9% 

6. Geneul administration and collection •• 1,79,6J2 8.7% 

7. Public sa.Cety .. 96,339 4.2/'~ 

8. Public health II 59,668 S&.9% 

9. Hospitals II 52,900 2.5% 

10. Drainage .. 52,859 ~.5% 
-----

Total Rs. 20,46,843 
---

District Boards. 
(1946-47) 

Amount Percentage 

1. Edu~ation Rs. 30,94,161 49.65% 

2. Communications .. 11,65,031 18.69% 
3. Others . .. 7,40,127 11.87% 

4. Medical . II 7,00,033 11.23% 

i. General a.dministNtion &nd collection II 4,42,584 7.10% 

6. Public health II 89,527 1.43% 

Total Rs. 62,31,453 
----
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STATISTICAL APPENDICES IX (a)&: (b) 

IX (a) 

Statement showin~ per capita. incidence of income. 
MADRAS 

Municipalities (36,62,846*) 
Per capita 
incidence 

Taxation 
Govt. Grants 
Other sources 

2,56,20,441 
31,76,316 
99,48,920 

Rs. As. Ps. 
6 15 0 
0 13 10 
2 11 5 

Total 3,87,45,677 10 9 0 
-----

District Boards. (4,49,01,483*) 

Ta.xation 
Govt. Grants 
Other sources 

2,61,92,380 0 
1,73,20,000 0 
1,37,66,302 0 

7 0 
6 2 
4 10 

Total 5,72,78,682 1 4: 4: 
----- * -----

Provincial Figures. (4,85,64,329) 
Taxation 
Govt. Grants 
Other sources 

5,18,12,821 1 
2,04,.96,316 0 
2,3'7,15,222 . 0 

1 0 
6 7 
7 ' 9 

Tna.tion. 
Govt. Grants. 
O~her sources 

Total 9,60,24,359 1 15 7 

IX (b) 
Statement showing per capita. incidence 'Of income 

BOMBAY 

Municipalities 

3,09,01,114. 
51,50,246 
26,55,154 

-------

(*) 
(41,03,670) 

Per capita 
iru;idence. 

7-8-5 
1-4-0 
0-10-4 

-----
Total:- 4:,10,13,007 . 9-15-10 

Taxation. 
Govt. Grants. 
Other sources. 

District Local Boards. 
61,74,191 

3,26,39,210 
75,17,067 

Total:- 4,63,30,468 

(*) 
(1,59,69, 786) 

0-6-2 
2·0-8 
0·7-6 

2-14-5 

* The figures represent population in municipal and district boa.rd ~~orea,s res· 
pectively. 

(*) Represents aggregate of the popula.tionfi gures. 
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Taxa.tion. 
Govt. Grants. 
Other &ources 

Tota.l 

STA.TISTIOAL APPliNDIOE~ IX (b) &: (e) 

(.) 
Provincial Figures. (2,00;73,456) 

4,23,55,315 2-1-9 
3,77,89,456 1-14·1 

1,01,72, 221 0.8·1 

9,03,16,992 4-7-11 

IX (c) 
Sta.tement showing per ca.pita incidence of income. 

Taxation 
Govt. Gra.nts 
Other sources 

Tot&l 

Taxation 
Govt. Gra.nt 1 

Othel! sources 

Ta.xa.tion 
Govt. Gra.uts 
Other sources 

Tota.l 

Tot a. I 

WEST BENGAL 
t 

Municipalities. (22,51,390) 
Per capita 
incidence, 

78,3!>,453 3·7·8 
18,20,656 0-12·11 
18,51,947 0·13·1 

------
1,15,08,056 5·1·9 ----- ---· 

t 
District Boards. (1, 70, 76,038) 
37,13,818 0-3-ts 
26,14,751 0-2-ts 

·11,03,407 0-1-o 

74,31,916 0·6-11 
------ ---

Provincial figures. 
1,15,49,271 0·9-5 

44,35,407 0-3-8 
29,55,354 o-2-6 

------- --
1,89,40,032 Q-15-7 

---
IX (d) 

Statement showing per capita. incidence of income 

Taxation 
Govt. Grants 
Other sources 

UTTAR PRADESH 
Municipalities (45,93,3540 

2, 7 4,45,566 
73,96,954 

1,19,80,309 

Tota.l 4,68,22,829 

( *) Represents aggregate of the population 1 igures. 

Per capita i11eidec"t 
5 15 7 
1 9 9 
2 7 6 

10 3 1 

tThe figure1 repre&eut population in municipal and distri<:t \.oatd !}teas respl'tti~ly. 

X. Joe 



STATISTICAL APPENDICES IX (d) de (e). 

Taxation 
Govt. Grants 
Other sources 

Taxation 
Govt. Grants 
Other sources 

District Boarda (4,97,41,609t) 

89,68,147 
1,52,57,266 

71,54,477 

Total 3,13,79,~90 

Provincial figures (5,43,34,965*) 

3,64,13,713 
2,26,54,220 
1,91,34,786 

Total 7,82,02,719 

IX (e) . 

PUNJAB 

Per capita incidence 
0 2 11 
0 4 10 
0 2 3 

0 10 1 

0 10 8 
0 6 8 
0 5 7 

1 -6 1 

Statement showing per capita incidence of income 
Municipalities (14,62,966*) . 

Taxation 
Govt. Grants 
Other sources 

Taxation 
Govt. Grants 
Other sources ' 

Taxation 
Govt. Grants 
Other sources 

I ·' 

Rs. . 53,50,878 
,, 5,01,702 
11 18,18,997 

----,---
Total Rs. 76,71,577 

District Boards (1,03,39,824 *) 
Rs. 25,78,351 

" 64,39,329 
" 25,85,957 

~otal Rs. 1,16,03,637 
-------

Provincial figures (1,18,02,'190*) 

Rs. 79,29,229 

" 
69,41,031 

" 
44,04 954 

------
Total Rs. 1,92,75,214 ---------

Per capita incidence 
Rs. As. Ps. 

2 15 7 
0 5 l.i 
1 3 10 

5 3 11 

0 4 0 
0 9 11 
0 4 0 
-----
1 7 11 
------

0 10 9 
0 8 10 
0 5 10 ----
1 10 1 
----

t The figures represent population in municipal and district oba.rd areas 
respectively. 

(*) Represents aggresate of the population figures, 
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Taxa,lon 
Govt. Grants 
0\ber sources 

Tantion 
Govt. Granta 
Other sources 

STATISTICAL APPENDICES IX (/) &, (g) 

IX (f) 
BIHAR 

S~a.,ement •bowing per capit& incidence of income, 
Municipalities (16,23,115)* 

Total 

Total 

(1946-47) 

44,63,948 
19,47,842 
13,97,441 

78,09,231 

Distriet Boards (3,58,15,255*) 

(1947-48) 
1,06,4~.979 
1,20,08,626 
' 32,05,355 

2.58,56,960 

JX (g) 

ORISSA 

Per capita incid~nct 
2 12 0 
1 3 1 
0 13 9 

4 15 4: 

0 14 9 
0 5 4 
0 1 5 

0 11 6 

Statement showing per capita incidence of income. 

Taxa.tlon . 
Govt. Grants 
Other sources 

Tau.tion 
Govt. Grants 
Other sourc .. 

Ta.xa.tion 
Govt. Grants 
Other source• 

Municipalities (2,62,266*) 

6,31,113 
13,76,969 

1,94,521 

Tota.l 22,02,603 

District Boards (S2,65,458*) 
n.92,ao7 · 
35,86,444: 

4,90,168 

Total 52,68,919 

(*) 
Provincial figures (85,27,734.) 

13,23,420 
49,63,413 
6,84,689 

Total 74,71,522 
-----

Per capita incicl•nc~. 
2 6 6 
5 4 0 
8 11 0 

8 6 2 

0 2 3 
0 10 5 
0 0 8 

0 s 5 
0 8 6 
0 1 3 

0 14 0 

* The figures represent popula.tiun in municipal a.nd district board a~ea!f 
respectively. 

(*) Represents aggrega.te of the population figures. 
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STATISTICAL Al'PENDICES IX (k) ~ (i) 

IX (h) 

MADHYA PRADESH. 

Statement showing per capita. incidence of income 

Municipalities (18,25,872*) 

Taxa.tion 
Govt. Gra.nts 
Other sources 

Tota.l 

1,10,96,594 
10,15,3()7 
31,25,923 

1,52,37,824 

Per capita. 
incidence. 
Rs. As. Ps. 
6 1 3 
0 8 9 
1 10 10 

8 5 6 

District Councils. (1,50,11,783*) 

Ta.xa.tion 37,96,872 · 0 4 0 
Govt. Grants 12,41,071 0 4 5 
mher sources. 74,76,952 · 0 7 11 

Total 1,55,14,895 

(*) 
Provincial figur~. (168,37,655) 

1 10 3 

Taxation 1,48,93,466 · 0 14 0 
Govt. Grants. 5<l,5li,378 · 0 3 9 

' mher sources 1,07,02,875 

Total 3,97,52,719 

IX (i} 

ASSAM 

1 10 3 

Statement showing per ca. pita. incidence of inco~e. 

Municipalities (2,24,776*) 

(1945-46) 

Ta.xa.tion 
Govt. Grants. 
Other sources. 

10,42,102 
2,3.'5,185 
6,96,427 

-----

Per capita 
incidence. 
3 9 9 
0 13 0 
2. 6 7 

----
Tota.l 19,73,714 , . 6 13 .5 

* The figures represent population in municipal a.nd district board a.rea.s res· 
pectively. 

(*) Represents aggregate of the population figures. 
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STATIStiCAL A'PPENDiCES IX (i), X (a} & {b) 

District Boards. (90,54,693*) · 
(1946-47) 

Taxa.tion. 
Govt. Gra.nts 
Other sources. 

19,19,084 
32,19,520 
10,27,062 

Per capita. incidence 
0 3 9 

Total 61,65,666 

X (a) 

MADRAS. 

0 5 8 
0 1 9 

0 11 6 

Sta.tement showing the per capita. effect of looal services. 

Service. 

1. Conserva.ncy. 
2. Water supply. 
3. Drainage. 
4. Public safety. 
5. Roa.ds. 

· 6. · Public health 
7. Medical relief. 
8. Education. 

Municipalities (36,62,246). 

Actus.l expenditure. 

75,52,874 
22,91,114-.. 
14,12,567 -
59,59,387 
35,52,574 
6,20,002 
7,56,121 

63,87,615 
District Boards (4,49,01,483). 

1. Communications 1,04,62,000 
2. Public health. 48,40,293 
a. Medical relief. 31,47,487 
4. Education 65,87,326 

X (b) 
BO.MBAY 

Per ca.pita. 
Incidence. 
Rs. As. Ps. 
2 - 1 0 
0 10 1 
0 6 3 
1 10 0 
0 15 7 
0 2 5 
0 3 3 
1 11 10 

0 
0 
0 
0 

3 .8 
1 8 
0 5 
111 

Sta.tement showing the per capita. effect of local services. 
Municipalities (41,03,670). 

Service Actus.l expenditure. 

1. Conservancy. 70,30,445 
2. Water supply. 16,06,778 
3. Drainage. 7,11,466 
4. Public sa!ety. 18,49,448 
5. Roads. 17,15,065 
6. Pubiic health. 8,68,169 
7. Medical relief 24,90,470 
8. Education. 88,87,458 · 

Per capita. 
Incidence. 

Rs. As. Ps-
1 11 5 
0 6 3 
0 2 8 
0 7 2 
0 6 8 
0 3 4 
0 9 8 
2 3 7 

1. 
2· 

. 3. 
4. 

_ District Boards. (159,69,786). 
Communicabions. 30,02 279 0 3 0 
Pnblio -health. . 9,29,963 0 0 11 
Medical relief.' ..... .. 6,84,132 _______ ____ Q _ J) .JL 
Education. 2,55,54,496 1 9 7 

* The figures represent popula.tion in municipal a.nd districb board a.rea.s res· 1 

pecti vely. - · · - - - _ . -
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STATlSTiC.A.L APPENDICES X (c) ch (d) 
-----=~~---------

X (c) 

WEST BENGAL 

Statement showing tha per capita. effect of local services 

Mtmiclpalities (22,51,390) 

Service . Actual expenditure. Per capita. 
incidence 
Rs. As. Is. 

1. Conservancy. 38,65,282- 1 11 5 

2. Water supply. 10,40,938 0 7 4 

3. Drainage. 6,26,196 0 4 5 

4. Public safety. 5,26,220 0 3 8 

5. Roads. 10,71,320 0 7 7 

6. Public health. 3,90,045 0 2 9 

7. 'Medical relief. 4,33,139 0 3 0 

8. Education. 7,06,384 0 5 0 

District Boards. (17,076,038). 

1. Communications. 18,24,023 0 1 8 

2. Public health. 13,74,822 0 1 3 

3. 'Medical relief 11!:36,743 0 011 

4. Education, 9,96,438 0 011 

X (d) 

UTTAR PRADESH 
Statement showing the per ca.pit& effect of local services. 

Municipalities (45,93,354:) 

Seryice. (Actual expenditure. Per ca.pit& 
incidence. 
Rs. As. Ps. - _ 

1. Conservancy. 75,30,000 .1 10 2 

2. Water supply. 51,19,151 l 1 9 
3. Education. 49,89,444 0 13 10 

4. Roads. 37,80,183 
5. Publio safety. 30,60,000 0 10 8 

6. Medical relief. 11,81,120 0 4 3 

7. Drainage. 11,73,585 0 4 1 

8. Public health, 15,50,COO 0 5 4 

District Boards. (4,97,41,609). 

1. Educ!l.ti~n. 1,70,50,763 0 5 5 

2. -Communications 34,85,096 .· 0 1 1 

3. -Medicahelief. 24,39,967: 0 0 9 

4. ·_Public health. 8 79 761 . 0 0 3 
' J • ----- ------
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S'rA.~ISTIOA.L APPENDICES X (e) J, (/) 

' 

X (e) 

PUNJAB 
Statement showing the per capita effect of local services. 

Municipalities (14,62,966) 

Service Actual expenditure. Per capita 
incidence. 

Rs. As. P11. 
1. Conservancy 11,72,914 0 12 9 
2. Education. 9,05,26l . 0 9 10 
3. Water supply 6,03,774: 0 6 7 
4. Hospitals 5,08,125 0 5 6 

. 5. Roads 4,82,053 0 5 3 
6. Public health 2,68,961 0 211 
7. Drainage 2,39,407 0 2 7 
8. Public safety 16,53,313 1 2 0 

District Boards (1,03,39,824) 

1. Education 64,02,012 0 9 10 

2. Medical relief - 8,33,463 0 1 3 
3. Communications 8,03,637 0 1 2 
4. Public health 6,30,925 0 011 

X (f) 
BlliAR 

Statement showing the per capita effec~ of local services 

Municipalities (16,23,115). 

Service. Actual expenditure. per capita 
incidence. 

Rs. Rs. As. Ps. 
1. Conservancy. 23,97,783 1 7 7 
2. Education. 9,31,115 0 9 2 
3. Water supply 5,83,028 0 5 8 
4. Drainage. 3,97,322 0 3 10 
5. Roads. 4,68,864 0 4 7 
6. Medical relief. 1,88,905 0 1 10 
7. Public safety. 2,37,625 0 2 4: 
8. Public health. 1,79,259 0 1 8 

Distric Boards. (3,54,28,668) 

1. Education. 72,78,728 0 3 3 
2. Communications. 47,13,400 0 2 1 

3. Medical relief. 21,02,556 0 011 
4. Public health .. 13,98,785 0 0 8 ---
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!'t.A.TISTIOAL APPENDICES X (g) <b (h) 

X (g), 

ORISSA 
Sta.temen~ showing the per capita effect of local services. 

Municipalities (2,62,266). 

Bonlee. Actual expenditure. Per ca.pita. 
incidence. 

Rs. As. Ps. 
1. Education. 1,4.5,000 0 8 10 

2. Water supply. 4:0,000 0 2 4: 

3. Medica.! relief. 30,000 0 1 9 
4. Drainage, 11,000 0 0 8· 

ts. Oonserva.noy, 8,90,000 1 7 9 
6. Public safety. 58,000 0 3 6 
7: Roads. 1,76,000 0 10 8 
8. Public health. 52,000 0 3 3 

District Borads (82,65,468). 
1. Education, 14:,91,000 0 2 10 

~. Oommunicationlil. 4,09,000 0 0 8 
s, Medical relief. '!1:76,000 0 0 6 
4. Public health. 1,16,000 0 0 2 

-- ·---
X (h). 

MADHYA PRADESH 

Statement showing the per capita. effect of local services. 

Service. 

1. Oonserva.ncy. 
2. Water supply. 
3. Dra.ina.ge. 
4. Public safety. 
ts. Roads. 
6. Public health. 
7. l\Iedical relief 
8. Education, 

Municipalities. (18,25,872). 

Actual expenditure. 

31,28,654: .. 
)4:,50,430 
15,22,762 
6,69,629 

12,f38,C08 
12,68,764 
4,45,939 

28,84,155 

District Borads ( 1,50,11, 783). 
1. Communications. 3,95,338 
2. Public health. 3,57,522 
3. Medical relief. 3,27,429 
'· Educa.tion. (8,38,927 

!.XXVII 

Per capita 

incidence, 
Rs. As. Ps. 

1 11 4 
0 12 8. 
0 4 6 
0 5 8 
0 11 5 
0 10 11 
0 4 7 
1 8 5 

0 0 5 
0 0 4 
0 0 3 
0 5 1 



aTA.TIS'riOAL APPENDICES X (t) &, (/) 

' 

X (e) 

PUNJAB 
Statement showing the per capita effect·of loca.lservices. 

Municipalities (14,62,966) 

Service Actual expenditure. Per ea.pit• 
incidence. 
Rs. As. Ps. 

1. Conservancy 11,72,914 0 12 9 

2. Education. 9,05,261 0 9 10 

3. Water supply 6,03,774: 0 6 7 
4:. Hospitals 5,08,125 0 0 6 
5. Roads 4:,82,053 0 0 3 
6. Public health 2,68,961 0 211 
7. Drainage 2,39,407 0 2 7 
8. Public safety 16,53,313 1 2 0 

District Boards (1,03,:19,824:) 

1. Education 64:,02,012 0 9 10 

2. Medical relief - 8,33,463 0 1 3 
3. Communications 8,03,637 0 1 2 

4:. Public health 6,30,925 0 011 

X (f) 
BIHAR 

Statement showing the per capita effect of local services 
' / 

Municipalities (16,23,115). 

Service. Actual expenditure. per capita 
incidence. 

Rs. Rs. As. Ps. 
1. Conservancy. 23,97,783 1 7 7 
2. Education. 9,31,115 0 9 2 
3. Water supply 5,83,028 0 5 8 
4. Drainage. 3,97,322 0 3 10 
5. Roads. 4,68,864 0 4 7 
6. Medical relief. 1,88,905 0 1 10 
7. Public safety. 2,37,625 0 2 4 
8. Public health. 1,79,259 0 1 8 

,,, Distric Boards. (3,54,28,668) 

1. Education. 72,78,728 0 3 3 

2. Communications. 47,13,400 0 2 1 

3. Medical relief. 21,02,556 0 011 

4. Public health., 13,98,785 0 0 8 --
LXXVI 



B'U.'riS'riOAL APPENDICES X (g) &: (h) 

X {g). 

ORISSA 
Sta.~emen' showing the per capita. effect of local services. 

Municipalities (2,62,266). 

So nice. Actua.l expenditure. Per capita 
incidence. 

Rs. As. Ps. 
1. Educ&tion. 1,4.5,000 0 8 10 
2. Water supply. 4.:0,000 0 2 4: 

s. Medical relief. 30,000 0 1 9 

'· Drainage. 11,000 0 0 8· 

~. Conservancy. 8,90,000 1 7 9 

6. Publio safety. 58,000 0 3 6 
7; Roads. 1,76,000 0 10 8 
8. Public health. 52,000 0 3 3 

District Borads (82,65,468). 
1. Education. 14,91,000 0 2 10 
~. Oommunfcation11. 4,09,000 0 0 8 
s, Medical relief. ~.76,000 0 0 6 
4~ Public heal~h. 

t .·' 
1,16,000 0 0 2 

X (h). 

MADHYA PRADESH 

Statement showing the per capita effect of local services. 

Sen ice. 

1. OonRervaney. 
~. Water supply. 
S. Draioage. 
I. Publio safety. 
~. Roads. 
6. Publio health. 
7. Medical relief 
8. Educa.tion. 

Municipalities. (18,25,872). 

Actual expenditure. 

:11,28,654~ 
]4,50,430 
15,22,762 
6,69,629 

12,~8,C08 
12,68,764 

4,45,939 
28,84,155 

District Borads (1,50,11,783). 
1. Communications. 3,95,338 
2. Public health. 3,57,522 
3. Medical relief. 3,27,429 
f. Education. 4.:8,38,927 

I.XXVII 

Per capita 
incidence, 

Rs. As. Ps. 
1 11 4: 
0 12 8 
0 4 6 
0 5 8 
0 11 5 
0 10 11 
0 4 7 
1 8 5 

0 0 5 
0 0 4 
0 0 3 
0 5 1 



STATISTICAL APPENDICES X (i) & Xf 

X (i). 
ASSAM 

Statement showing the per capita. effect of local services. 
·Municipalities {2,24,776): 

Service. Actual expenditure. Per capita 
incidence. 

1. 
. 2. 
3. 
4. 

, 5. 
6. 
7. 
8. 

1. 
2. 
3. 
4. 

Conservancy. 5,65,125 
Education. 2,94,764 
Water supply. 2,60,96~ 
Roads. 2,23,451 
Public safety. 96,339 
Public health. 59,668 
Medical relief. 52,900 
Drainage. 52,859 

District Boards (90,54,693). 
Ed.ucatien. 0 ' 30,94,151 
Communications. 11,65,031 
Medical relief. 5,53,704 
Public health. 2,35,856 

----
XL 

Rs. As. Ps. 
2 8 2 
1 4 11 
1 2 6 
0 15 5. 
0 6 10 
0 4 7 
0 3 8 
0 3 8 

0 5 5 
0 2 6 
0 0 11 
0 0 5 

Statement showing the per capita. incidence of property tax 
and octroi in municipal areas. 

Madras (36,62,846). 
1. Property tax. 
2, Octroi. 

Bombay (41,03,670). 
1. Property tax. 
2. Octroi & T.-T. 

West Bengal (22,51,3!:10). 
L Property tax. 
2. Octroi. 

United Provinces (45,93,354). 
1. Property tax. 
2. Octroi. 

Punjab (14,62,966). 
1. Property tax. 
2. Octroi. 

C. P. Berar. {18,25,872). -
1. Property tax. 
2. Octroi. 

Assam (2,24,776). 
1. Property tax. 
2. Octroi. 

Bihar (16,23,115). 
1. Property tax. 
2. Octroi. 

Orissa (2,62,266). 
1. Property tax. 
2, Octroi. 

· Rs. 

69,41,582 
· Not levied. 

42,31,003 
63,09,726 

42,77,935 
Not lt~vied. · 

27,29,653 
1,76,30,483 

5,00,027 
'29,25,123 

8,66,784: 
36,21,924 

4,12,784 
Not levied. 

19,28 366 
Not levied. 

2,15,909 
Not levied. 
LXXVlll 

Incidence. 
Rs. As. Ps. 

114 3 

1 0 6' 
1 8 'l 

114 4 

0 9 6 
3 1 4 

0 5 'l 
1 15 11 

0 'l 7 
1 15 8 

1 13 5 

1 3 0 

0 13 2· 



t'4 

~ .... 
M 

--
Sta.te 

1 

Madras 

Bombay 

West Bengal 

Village a.uthority 

XII 

Statement showing the null\ber, income and expenditure 
of village authorities. 

Number Income Expenditure 

I I I 
1926 I 1947-46 1926 I 1946-47 1926 I 1946-47 

I I I 

2 3 4 5 6 7 8 
•p 

Rs. Rs. Rs. Rs. 
Union Boards 484 28,01,275 21,54,235 
Panchayats (Major) ••• 381 83,74,000 ,. 80,62,000 
Panchayats (Minor) ••• 6,822 44,99,917 42,29,876 
Panchayats 227 1,363 4,23,328 27,24,724 3,18,865 22,88,628 

Union Boards 871* 1,696@ *21,92,444 50,13,522@ 17,72,519* "41,60,178@ 

Union Committees 53 ~ 53,149 11,658 40,692 10,898 

Uttar Pradesh. Village 
I 

Pa.ncha.yatst 4,772 36,000 1,97,000 Not available 

ks Rema.r 

9 

*Include figures of the un-
divided Nadia district. 

@Include figures of 31 
Union Boards of the un• 
divided district of Maida. 
but does not include fi. 
gurea of 21 Union Boards 
of ~he post-partition dis· 
trict of Jalpaiguri. 

tSince replaced 
Ponia.b Panchaya.ts 323 4,108§ ; 13,648 7,42,239§ 7,246 

by Gaon 
4,72,408§ Sabhas under the U.P. 

Panchayat Raj Act, 1947. 
§Represent statistics for 
the ye!.\r 1948-49 

ClJ 
1-3 p.. 
!j 
CD 
tj 
0 
p.. 
t"l 
p.. 

~ 
2l 
0 
~ 
M ... ... 



1 2 3 4 5 6 7 8 

------~-------~-~--~---~---=~~~----~~------~----~--------------------~ ·-Rs. Rs. ·Rs .Rs. 
Bihar (Union Boards 

I 
& I Panchayats (Major) 

1 Panchayats(11inor) 
Orissa. I Union Boards 

150 

120 . 

.... 
I Panchayats (Major · 
lPanchayats (Minor) 

11a.dhya. Village Panchayats.§ '- 80 
Pradesh 

Assam. Village authoritiasl 239 

161* 

., 3 'I 

18 
6 

29 
1,071 

133 

55,6251 

1,673 J -, 

16,868 

74,106 

. . 43,2101 
7,72,303~ . }-

' 408 'j .. 

2,28,925t 
49,102 
8,215 

3,02,496 . 

11,211 

16,499 

75,131 

4,76,829* . *For Bihar only. 

.. '1 
tJ.2,00,383 I fFor Orissa. only. ~ , , 

46,607 }-
9,926 J 

18,88,680 §Replaced by Gram Pan· 
chayats will effect from 
th~ year 1950-51. 

11,070 tconstituted under the 
Assam Rural Self-Go· 
vernment Act, 1926. 



1 

C.P. 

Punjab 

.nn,ar a&d 
Orissa 

"Bihar 

.Orissa 

oC.P. includ- I 
ing Berar ; 

i (a) for C. P. 
1

• 

proper 
{b) for Berar i 

I 

188 .. 85 

1894·95 

1907-QS 

1fl8·19 

1925-26 

1946·17 

1894-85 

1894-05 

1907-09 

1918-19 

1925-26 

19!7-48 

1884-85 

1894-95 

1907-08 

1918-19 

1925-26 

1946-47 

1946-47 

188t-E5 

1907-o8 

1918·}9 

1925-26 

1945-t6 

i 

I 
s I 4 5 

19,5~.95~ I~~ 16,3;772 

33,97,726 ' 1 0 7 

50,10,603 1 9 9 

66,71,975 2 3 0 

1,01,80,680 3 7 7 

2,7!,45,JG6 ' 5 15 7 

23,72,03! 1 1 8 

31,27,1i9l 13 5 

40,93,618 9 H 9 

49,11,581 3 5 6 

72,68,133 : 4 2 7 

53,50,878 2 15 7 

27,73,166 

36,'11,569 

37,43,355 

39,45,002 

1,16,3),483 

29,'12,65G 

35,8),669 

42,97,596 

3!,95,719 

2C,25, f!l31 

}- Figures i ooluded in those (or 

J 
18,28,159 1 8 9 

24,82,309 2 2 0 

44,63,918 2 1l 0 

6,31,313 l! 6 0 

7,84,970 (&) 1 1 0. 
(b) 0 5 6 

· 10,28,957 (a) 1 5 5 
(b) 0 !I 9 

14,31,193 1 9 6 

8 7 23,47,437 ! 2 

38,89,569 I l! 15 9 

1,01,71,951 ~ 13 8 

57,!23 

41,f31 

6,69,720 

7,13,042 

8 10,85l 

10,01,611 

13,49,019 

32,13,567 

I 

6 

83.8 

81.6 

71.6 

55.0 

3~.7 

6U 

93.4 

89.4 

87.5 

46.1 

54.6 

Bon gal 

3.1 

1.6 

85.3 

69.3 

56.6 

42.7 

31.6 

. 31.6 

7 I 8 I 
---------~ 

5,76,89j 

2!.73,091 

I . I 
1,07,822 i 

! 
30,46,569 

16 

2,09,315 

8,40,534 

2,23,951 

I 

7.2 

8.9 

24.2 

u 
40.2 

.002 

8.6 

21.6 

2.2 

9 

23,961 ' 

8/;0,5231 

2,53,138 

9,05,139 

27,29,653 i 
93,40) 

1,41,724 

2,8&,47J 

3,72,372 

5,08,868 

Ci,OO,OJ7 I 

7,71,251 

9,07.028 

I 

19,28,366 

9,15,90!> 1 
I 

19.')38 I 
3:l,9U 

76,451 

1,49.06() 

.12,2,041 

7,'35,155 

36,'!1,924 _ _!I_~ ___ _ o:!... _________ ._ .. ____ . _A!flf!,_7~.!: __ 

10 

1.2 

3.2 

5.0 

7.9 

8.8 

9.6 

3.9 

4.6 

7.1 

7Jj 

8.0 

!>.3 

41.9 

4J.1 

~3.13 

31..2 

2.4 

3.2 

5.3 

6.3 

3.1 

7.7 

7.R 

STAUSTIC.\T, Al'PENDlX Xlll 

___ ~~--~--~-- - ;3 _____ ~ r·-- 15 ---,-- 16 

·- _______ i ___ i _____ , 
l2,6J:J 

45, 71i6 

52,973 

1,13,472 ! 

4,04,40l : 

2,350 I 
33,437 I 
49,4371 

11.'1321 

1,02,418 I 

97,5671 

I 

2,09,594 

4,4,274 

9,9531 

11.188 I 
1,918 

'7,179 

61,1U 

93,4Jl 

1,46,50) 

1,08,81~ 

0.6 . 1,29,U9 : 6.6 I --- I 
1.3 

1.7 

1.7 

1-4 

0.09 

1.07 

1.23 

0.29 

1.35 

1.89 

7.5 

8.-1 

0.99 

0.1 

3.2 

2.7 

2.4 

1,46,44 1 u 1 l,!l2.026 

1,63,14!! i 3.2 3m,42a 

1,55,9231 2.3 7,23,987 

1,29,9:!8 Ul 1,:19,!'118 

978 

1e,52s 

7,721 

3,697 

27,497 

47,042 

1,05,776 

9,316 

16,118 

61,912 

l.i7,522 

BV,679 

0.8 

0.03 

0.37 

0.1 

0.06 

1.4 

1.8 

2.34 

u 

2.0 

6..0 

46,90,0)0 

A98 

3,107 

46,714 i 

6.'~43 : 

1,91,039 

4,18,191 

I 

., 
I 1,31,H5

1

: 

2,68,087 

s.~6.27s I 

5J,205 

1,61,9)9 

3,78,039 

L4 1,22,0791' 

--~~-~25~~--~~·~97~1 

3.'1 

2.4 

u 
u 

l.l 

5,5J,I')26 

H,OO,'i65 

IU1.04l ----··-

5.3 

6.0 

10.9 

.13.0 

0.02 

0.10 

1.16 

0.7 

2.57 

1.8 

7.1 

10.8 

11-74 

8.2 

6.7 

11.5 

16.1 

14.1 

13.8 

1!1.7 

17 18 

---~-------; 

lf,229 i o. 7 : 
I 

!9,11g I 
44,207 I 
91,'l~6 

J,'IJ,SS6 

2,31,601 

21.0)1 

6,00) 

4,171 

11.~1~ 

1~,'lOG 

4,45/JGl 

i 
I 

I 

I 
I 

6,31,155 
I 

B,73.9~6 ; 
I 

'·'.::"'! 
99,799 

1.71:,919 

3,05,61!1 

4,63,016 

H,73,r,39J 

l!i.N.I\71 

0.5 

0.8 

1.4 

1.3 

0.8 

0.59 

0.17 

0.17 

0.18 

o.u 
O.'l 

2M 

25.6 

28.5i 

0.28 

9.G 

12.3 

13.0 

12.0 

H.l 

IU 

19 

31,531 

3,72,9~1 ' 

G,li3,9GG 

5D,Il4J 

21.413 ; 
' ' 

20 

2.5 

0,6 

5.6 

2.7 

0.66 

3.5 

21 

2,1)1,157 

3,36,300 I 

I 
7,t:J,7,"J7 I 

2a,li,ISI ; 

l,'~J~ i 
17,007 ' 

:Jj,3:JJ 

1~,3i,OI7 

!?,GG,70J 

5,Gfi,·f:J,j 

1.-I'J,G.jj 

G~,!JI6 

51,%3 . 

J,0:.!,~11 ! 
l,I!B,Oil I 
3,77,Sl!j I 

2,78-j,~Gl I 
2!J,IiO,IlRI 

3.6 

4.0 

5.0 

7.3 

9.~ 

0.05 

o.ul 
O.R9 

0,01 

O.GS 

2G.1 

11.6 

li.·l 

l~.G~ 

2J.7 

H.7 

4.9 

7.1 

8.0 

9.1 

27.3 

20.5 

!!3 

90,531 

2R.'I71 

I 
( 

24 

O.H 

0.3~. 

o.~s_. 



--~ -~ I ---------- ------~~----

1 2 3 4 5 

: 1884·\l~·-1---47-,6-4-0 1_0_1_1_3 ·-!-------· 
Assam 

1694·!15 II 

1907-08 

1918·19 

1925·26 

19!5-46 

93,885 ' 

9,18,603 I 
I 

3,67,777 : 

2 10 

7 5 

2 1~ 11 

5,56,930 3 5 5 
i 

10,42,102 J 3 9 9 

LXX Kill 

STATIB:IOAt APPENDIX Xtll 

--------.----r-----;-1--~,, ---~---,---~--,-1 ----;-!,· ---·----.,-, ----,-1 -------.,------, 

6 7 s 
1 

9 -· _1_o_~ __ 1_1 __ i--1_2_ I 13 l __ 1_4 ___ ... ~5 ___ Is_! ---I~ _' 
1 

___ Is_ I9 20 2I i 

- - - I 29,601 62.0 1,596 : 3.3 - I - 1,673 3.7 i - - I U,770 I 
- - - ! 44,519 47.4 I 5,1144 'I 5.9 I - I 10,942 ' 11.6 I 14,137 III.O - 18,743 

- - - I 2,79,792 30.4 61,638 6.7 : :.980 I 1.8 I 32,035 ! 3.1 2,53,273 ~7.6 2,04,041 22.11 70,8H I 

1.22.233 I 33.2 19,114 5.9 1 921 0.2 70,665 19.1 

1

, 1.00.322 1 27.2 ~.42I 7.7 26.201 

1,s8,2u 3o. 2 46,053 I 8.2 1,so4 o.2 1 1,os,7I3 1 I9.1 I,42,62\l 2o.s 39,887 1.1 112,2oo 

4,12,7_s_4.cl ___ s_9_._6 _ _:_ ___ s_7_,8_61_:_! · __ s_.6 _ _:_,1_1_5_,4_95 ___ 1_.4_l ___ 2,09,~}-~L_a.18,4~~ --3~ _I_---·--·--·---_ 6-16 ~9121 0.47 

31.0 

I9 9 

7.7 

7.1 

9.3 

.06 

23 

44,GA2 

24 



rro\'ince 

1 

::Uadras 
excluding ) 
M.ar&S I 
~Im:icip&l I ' 
Corpora-
tic.n J 

Rlrnbay 
excluding "\ 
tbe Bom· I 
bay Munici
pJ Corpo-l 
Mtion J 

r:.engo.l 
acludinc 1 
the Cal· ~
~tta lfc
nicipal I 
Corpora-
lion J 

ISS-l-85 

189!-95 

19C7-0S 

1918-19 

1925-26 

1946-47 

1EB4·85 

1894· {;5 

1907-CB 

1918·19 

- 1925·26 

1946-47 

1884·85 

189{·95 

1907-08 

1918-19 

1925-26 

Octroi Terminal Tax & Tvll. 
I Total inco.ne : Incidence of '--

from all Tantion por I 
Tax03 head '>f popn-

1 lation 

I 

I 
Proportion 
to total in

Amount 

3 

Amount I c >me from 
~l'ox•tion 

__ 4--=,--5 --,-~ - 1 7 

ll.s. as. ps.j-----~-
10,05,187 

14,45,983 

23,62,438 

44.17,716 

70,10,632 

2,!)6,2(),441 

23,13,048 

37,84,906 

45,14,969 

77,36,710 

1,53,09,561 

0 12 o I ... . .. 
o 1a 9 I 
1 3 9 I I 

I j 

1 15 0 ' 

i 2 3 3 

6 15 10 

1 3 5 

1 10 8 

1 14 9 

3 4 1 

5 1l 6 

14,6G,Oi9 

23,34,888 

~.n .:o.G51 

19,80,355 

28,21,582 

63.4 

6LG 

46.9 

25.6 

18.4 

24,5~.198 

14.28,124 

34,85,8iH 

3,()9,01,114 ' 8 13 0 
! 

1,01,95,088 32.9 T.T.5,G7,399 
Tolls n,60, 716, 
;------; 
! 2!,18,045 

19,47.414 () 12 0 
I 

~3.13,485 : 0 13 7 
I 

3!,67,06[: ! 7 5 

51,33,100 1 2 9 1 

22,344 0.6 

I 

62,11,86:! I 3 1 5 
I 

Pro)\ll"Lion 
to total 
income 

from Tua· 
tion 

8 

13 4 

18.4 

22.7 

6.8 

_______ 1_9_!6_:47 __ _7Jl,35_,1Q.3 _1 __ 3_ 7._.=8__c._ 

J.XXXI 

. ST.lT!UlC.\L APPEliDl:t Xlll 

XIII 
Stat~llleot s~o~~C-~J8 pe,rce~t_o_ge of in(l()llle from princi,pal taxes to the total income /from t&xes_"f munioip•lities since thn Y""'' lliRt-8-5. 

Tax on Houses and ·Tax on Animals and Tax on Professions and 
Landa Vehicles Trades 'Vater R•te c Jll<erv•noy R>t' 

-----

Amount 

I 
Proportion ! 

to total in- I 
come from I 

1 

T&xation 

1 

Amount 
Proportion 

to total in· 
come {rom 
T"xation 

Amount 

---- --~---··· -~-- --- --

9 

Proportion 
to total in
coma from 
Taxa~i!Jn 

1 · 10 1 11 12 13 -1 
---~---- 1----- ---------

4,27,'303 I H5 68,663 6.8 1,45,8941 

6,79,473 46.9 1,62,084 11.2 2,41,742 

10,71,221 45.!1 26,8,'133 11.3 

18,65,993 

27,68,430 

26,9,195 

5,38,'186 

7,44,751 ' 

12,54,742 

26,81,469 

4~.31,003 ! 

u,35,59J I 
8,16,912 

13,37,442 

1B,87,170 

42;2 

39.4 

27.09 

11.6 

14.2 

16.5 

16.2 

17.5 

13.6 

58.3 

35.2 

38.5 

36.7 

3,73,t0! 8.4 

5,75,660 

9,47,324 

8),815 

1,00,796 

1,45,853 

2,69,893 

5,03,476 

8,04,148 

17,2,9213 

1,88,265 

2,3"3,510 

2,36,352 

8.2 

3.6 

3.5 

2.6 

3.2 

3.4 

3.2 

2.6 

8.8 

3,32,763 

7,28,367 

10.~0.539 

5,815 

·9,268 

15,942 

17,400 

54,8i7 

1,5!1,510 

131 

36,317 

14.5 

16.7 

9.~ 

7.5 

10.;1 

4.11 

0.9 

0.2 

0.3 

0.:1 

0.3 

0.5 

Am>un ~ 

15 

16,944 

3,29,828 

8,93,701 

12,38,936 

30,53,109 

2,11.925 

6,9!,775 

l,GJ,3% 

33,10,954 

63,36,0!8 

44,no 

3,65,156 

PrvpJrtion 
to total in· 
c1m0 from 
Toxation 

ArnJUnt 

I 

1--1-6-- -[_1_7 __ 1 

1.1 

13.9 

20.2 

17.6 

11.9 

5.6 

1.3.1 

20.7 

21.6 

26.9 

1.9 

10.5 

9,63,816 : 
I 
I 

1.71,967 I 
2,37,199 ~ 

3,47,7GG . 

5,81,0!8 

13,:38,112 

20,LJ,0 0J 

2,75 Ill 

4,W,i 47 

~.03,937 

Pr~ll).1rtion 
to toLt~ol iw 
como from 
'l't~.s.d.tbn 

18 

3.7 

7.4 

7.7 

7Jj 

fl7 

<i.5 

14.1 

1~.5 

~3.1 

24.9 

26.1 

T.x on Ci,·cum>lancos ! Otl;er Taxos •·.q., Rorv:<ntal 
and Pt'llporty 'r&x, Pilgrim '1.1&1, )) 1g 'l'n.'!t 

! Proportion 

I t•> total 
A moun t I i noomo 

1 (nun 
! T•xntion 

~-w ~- 20 

11.4 

Atnotltlt 

21 

Froportion 
to total In· 
como (row 
'rtt.xt~.tion 

3,1i5,7·l0 23 9 

4,7!l,3U3 19.9 

9,31,626 2Ui 

16,9!!,159 2·1.2 

37,47,147 I 

32,717 ' 

35, 2.o71 

4,B,201 

6,01,~\JG . 

li,I3,2G7 
1 

29m,43n 

1,10,3l!J 

7,7G,3~1 

7,GI 4-'l3 

H,GO,IOl 

24,!124. 

14.6 

1U 

9.3 

9.7 

7.7 

7 
,, ·-

33 ,; 

18.(1 

11.9 

13.S 

.03_ 

I.ighting Rate 

Propo•·tion 
to total in· 
aomo from 
Taut ion 

23 24 

61,31, 726 

... I 
3,06,919 ' 3.9 



Province. 

' 

1 

Ma.dra.s. 

Bvmba.y. 

XIV 

Statement showing income of rural boards in India frotnJ 
1907-o8, 1918-19,1 

--
. I 

Total income 
Yea.r. from principal 

taxes. 

-
I 

2 I a 

I 

1889·9.:> I 4:6,78,354: 

1894-95 54,04,063 

1907-08 I 85,16,335 

1918·19 

I 
1,13 ,01, 796 

1925·26 1,49,02,163 

I 194:6-47 2,61,92,380 

I 
I 

1889·90 

I 
26,65,965 

1894-95 25,45,560 

1907·08 35,36,365 

1918·19 33,61,851 

1925·26 58,47,857 

1946-47 61,74,191 

!,XXXIV 

I 

l 

!ncidence 
of taxation 

11er head 
of 

population. 

Land 

Amount. 

---. ----.-----

5 

0 2 7 

0 2 7 1,17,176 

0 3 3 1,43,763 

0 4: 2 12,42,857 

0 4: 9 15,17,053 

0 7 0 1,42,49,020 

0 2 9 

0 2 5 12,735 

0 2 10 1,03,872 

0 2 7 3,90,800 

0 5 1 4,38,760 

0 6 2 



A PPRNDIX: XIV 

XIV 

principal ta.xe3 during tho rears 1889·90, 1894·95, 
1925-26 e,nd 19~6.4:7. 

-· -

Revenue. Local Rates, Tolls on Ferries and Roa.ds, 

Proportion Proportion Proportion 
to total ! . to tota.l . to total 

income from Amoun~. j incpme from· Amount. income from 
principal taxes principal ta.xes . principal taxes, 

I 

I 

7 
I 

8 9 6 I 10 
I 

I 
... 4:6,78,354: ... 100.0 ... .. . 
2.17 52,86,887 97.8· ... ... 

1.6 70,80,954: 83.1 12,91,618 15.1 

11.0 72,89,4:66 64.5 27,69,473 24.5 

10.1 1,00,10,418 67.1 i 33,74,692 22.6 

54.4 1,12,4:1,069 4~U 7,02,'291 2.6 

. 
26,65,965 ... 106.0 ... .. . 

0.5 26,52,825 gg,g ... . .. 
2.9 80,4:6,24.2 Stl.l 3,86,251 10.9 

.6 ~.02,008 7T.4: 3,61MU 10.9 

7.5 4.8,84:,2~1 88.1 5,~4,876 8.1 

... ,ll,T,,191 108.0 ... . .. 

I 
-

LXXXV 



1 

... 

Bengal. :. r 
tistics per· \ 
o undivided I 

These sta. 
ta.in t 
Benga 
eonst 
fore 

1 as it was-{ 
ituted be·j 
partition. ·. 

<-. I 
l 

U.P. 

-

r 
. - I 

Punjab. 

tistics per· I 
o undivided I 

These sta. 
ta.in t 
Punja. 
exist 
par tit 

b as it -{ 
ed before I 
ion. 

I 
l 

Bihar & Orissa. 

-:. ·' 

.. 

~ -- .. -

2 I 

1889-90 

1894-95 

1907·08 
' 
1918-19 

1925·26 

1946·47 

1889-90 

1894·95 

1907·08 

1918·19 

1925-26 

19!6·47 

1889·90 

1894-95 

1907-08 

1918·19 

1925·26 

19!7:48 

1889·90 

1894·95 

. 1907-08 

1918-19 

.1925·26 

.. ... - - -----

1 
. . '• • .. ~. ;J . ~ 

.. -· 

·- -

34,32.,57 4 : ., 

I 
35,60,402 

37,47,312 

70,75,358 .. 
81,24,921. 

37,13,818 

20,66,879 

19,45,239T 

40,09,834 

72,89,927 

79,46,467 

89,68,147 

21,03,778 

23,09,575 

26,71,451 

4}.40,227 

57,61,117 
: ~ 
2·5,n~:351 
. -

1 
' -.-. 

I 
; . 

Formed part 
.. 
. 

60,45,400 

80,74,594 

I 
:tUX. VI 

-. 
. -~ '5 

-. ~ . -

0 011 , .. 
D 1 0 ... 
0 1 2 ... 
0 2 6 - .. 7,334 

. 0 2-9 23,539 

0 3 5 12,921 

0 0 9 ... 
0 0 8 .54,711 

0 1 2 15,661 
-

0 2 4 36,757 

0 2 9 38,480 -

0 211 8,73,552 

0 2 0 ... -
0 111 ... 
0 2 3 - ... 
0 4 7 2,423 -

0 411 28,234 
. -

0 -- 4 0 3,07,472 

' of BengaL 
.. 

j ' . 

0 s ·o /' '22,615 
. -. 

0 3 10 267 



APPENDIX X.I'Y 

I 
I 
I 
I 

G 7 I 9 10. 

-·--

... .34,32,57 4: 100.0 ... . .. 

·- 35,60,402 100.0 ... ... 
... 34,06,194 90.9 3,41,118 9.1 

0.1 66,11,556 93.4 4,56,468 6.4 

0.2 76,01,074 93. 5,00,308 6.1 

0.34 37,00,897 99.6 1,66,688 '·' ... 20,66,879 ~00.0 . ... ... 
2.8 18,90,528 97.1 ... ... 

o.s 35,14,841 _S7.6 4:,79,332 11.9 

0.5 67,92,366 
.• 

93.1 4,60,804 6.3 

0.4 73,22,576 91.1 5,85,411 7.3 

9.7 80,94,595 90.2 ... ... 
... 21,03,778 100.0 ... ... 
... 23,09,575 100.0 ... ... 
... 25,04,269 93.7 1,67,182 6 ') .... 

0.06 41,37,80i 99.9 ... ... 
. . - . 

0.49 57,31,412 99.4 1,471 o.oa 

11.5 22,54,6Jl 87.4: 13,268 0.51 

I 

I 
0.38 67,50,214: I 95.~8 I 2,62,571 4.U 

i 
I I 0.003 76,'17,955 
I g5.088 3,96,371 4.909 

~XXXVTf 



STATISTICAL 

. 
1 3 4 5 

I 

Bihar. 1947·48 1,06,42,97g 0 ' 9 ... 

Orissa.. 1946·47 11,92,307 0 2 8 ... 
' 

Madhya. Pra.desh. 1889-90 2,78,995 0 0 6 ... 
1894-95 6,25,281 0 ~ 3 5,()'11 

1907-08 6,39,197 0 1 4 ... 
1918-19 

r 

12,54,414 ·o 1 5 ... 
1925·26 22,69,768 0 2 8 25,667 

I I 
1946-47 l 37,96,872 I 0 4 0 ... 

I . 
Assam. 1889·90 • 5,32,098 0 1 8 ... 

1894·95 6,40,381 0 ~ 1 ... 
1907-08 26,59,590 0 1 3 25,422 

1918·19 10,83,406 0 2 4 58,468 

1925-26 12,36,739 0 2 3 95,641 

1946-47 19,19,084 0 3 9 ... 

J.XXXVIIl 



APPENDIX XIV 

6 7 8 9 10 

... 1,06,42,979 100.0 . .. ... 

... 11,92,307 100.0 ... ... 

... 2,78,995 100.0 ... ... 
0.9 6,19,710 99.1 

1 
... ... 

... 8,92,535 95.03 46,662 . 8.97 

... 11,67,601 93.08 86,813 6.92 

1.13 21,89,302 94.25 1,04,799 4.62 

87,96,872 100.0 -· ... ... ... 
I 

... . 5,32,098 10(1.0 ... . .. 

... 6,40,381 100.0 ... ... 
0.96 22,71,031 85.39 . 3,63,137 33.65 

5.4 8,95,645 82.67 1,29,293 11.93 

6.93 9,80,306 79.27 1,70,792 13.8 

19,19,084 100.0 

LXXXIX 



hla.dras 

Bombav 
H94H5) 
13evgd 

U.P. 

Punjab 
.(19.i7·48) 
Bihar 
11947·48) 
{)rissa 

hl. P. 

Assam 

STATE Total income 

Rs. 
5,72,7t;,682 

4,63,30,468 

74,3UJ76 

1.16,03,637 

2,58,56,UCO 

52,68,919 

1,55,H,895 

61,65,6 96 

XC 

R.\TE3 i _____ I 

Amount 

I n •. 
12,61,92,380 

G!,74,1Dl 

37,13,818 

80,60'.147 

25,7tl,3iil 

1,06,B,9'i9 

11,92,307 

37,9G,B72 

19,19,084 

: ~. 

1 

Percent1tge i 
i o[ total ! ! ~nc.>me 

45.72 

13.32 

49.D7 

2S.ii 7 

I :.!2.'22 

41.12 

B.62 

24.47 

31 2S 

Statement showing receipts under the vuious incomo hoa<lo 'I r;clrict Iloards and tleir rorccnlage to the total inc.,n\0 

Cattle pmnd receil'~s 

Amuunt 

4,3SO 

,475 

l,B,l-16 

'Percentage 

I 
o[ total 
income 

0.05 

0.07 

-11 ;j 

:2.:3.) 

for tbe }ear 1946·4 7. 

Percentage of total ineonoe (excluding J .... ns and ad\·&nces) deri\·ed [r.,m :-

Educational receipts Medical recoi pts I Miscella.neous recoi,.ts 

------ ------- --~---

Amount 

It$. 
3J,75,'>S4 

1,01,981 

21,224 

18,10,(;00 

6,C'G.071i 

30,!.i2 

1G,GG3 

Percentageli 
of total 
income 

5.36 

0.44 

0.~8 

6.12 

il.G9 

0.19 

0.27 

Amount 

lt•. 
1,03,6:17 

1,18,800 

2,00,911 

~.GJ,COO 

H,S03 

Hl,3W 

Percentage! 
ol total 

income 

1 

Amount 

\ 0.18 

\ 

052 

2.70 

I O.SS 

i 0.~.' . 
I ... 
: O.C9 
I 

I 0.16 

; H.s. 
' on 48 B6J I -"· . 
i 3,30,775 

G5,GV7 

3,30,000 

I 
1 4~,910 

7H 

9,CUO 

\ Perceuta.&e 
ol tut&l 

\ income 

5.14 

1.49 I 

\ 

o.ss 

1,tt 

o.-IG 

0.004 

0.15 

Ci\'il works 

Percont~t~o 
o( tuld 1 

Amount inc Jlll\l 

II•. ' 
3~,H.IH 1 n,.,., 

I 
1,~7 ,-129 : (l,HG 

! 
·1,~H,7~• · G.GJ 

l.~O.'lrO \ 0.·10 

16,7:12 0.15 

1,U,'ii~ 2.17 

2,111,735 : ... 
2,'J7/,:14 4,'i2 

Amount 

1\>. 
], ':]. ~0. 00) 

~C., I I 751 

3~,hG,III 

B,II,Oil 

Contributions r,,,m 

Otho•·s 

! l 1oroontllgt 1 

I u( tutul : 
inr.nmo : 

.\IUtlllUt 

u •. 

I Gl~,; l.~G.737 

35.18 
I ~~' ~~~··2 I 

' 
:!!:,~77 

I 4G.H I 
I 63.0011 
I 
I ~7.33 ~.17 ,!i3l 
I 
! :i l.'JL £;"',7~,'] 

I 
I 

··-.. 
-----·.:.·.·---7""'-

: l'eroent&g., 

---··- I i ol toto.! 
Vorccl\tago1 Auw\lnl I looomq 
?'Loll'~ J 

II 1n~ .. •mll I 

lh. I I ar..ul.~71 6.3~ 

, 0 !iS 12,5t,t:i'l,~l)~ 10.71 
I 

4.\l u,971 i 0.08 

1·1G,:H,I77 I ·~ 0.28 118,49,(i.J7 lG.H 

32.05.~[.!5 1U9 

3,75,-1\JG 7.1~ 

1.53 [ G3M.~H 4Ui7 

1.11 I ·I,Hl,RUG 7.Hl 



STATISTICAL APPENDIX XV 

XV 
------.---------:~------------- -------,-----S_ta_te_m_e_nt_ sbowi"g the percentage of income from principal la~es to the total income from taxes of the city Municipal Corporatio"s since the year 1884-85 

I Total income 
i from taxes 

Corporation 

1 

l>lr.dras 

Bombay 

Calcutta 

Year 

2 

188~·85 

1894-95 

1907·08 

1918·19 

1925·26 

1947-4.8 

1884-85 

1894·95 

1907·08 

1918-19 

1925·26 

1947-48 

1884·85 

1694·95 

1907-08 

1918·19 

1925-26 

1947-48 

I 

3 

8,08,021 

9,67,693 

Incidence of 
.taxaMon per 

head of 
population 

4 

1 5 10 

2 2 2 

13,91,670 1 0 5 

24,95,635 I 4 13 0 

40,33,826 7 10 6 

1,07,72,642 13 13 8 

42,10,846 3 14 4t 

55,78,310 6 12 7 
I 

84,60,424 I s 11 10 
I 

1,53,91,971 15 11 0 

2,72,51,808 23 2 10 

5,43,10,763 36 7 3 

25,65,027 

45,97,366 

64,01,137 

1,02,86,904 

6 6 6 

6 4 11 

7 14 4 

110 2 

1,57,78,474 14 10 4 

2,41,59,100 9 11 4 

XCI 

____ oct::ioportion to Terminal ta:r:::r::: to Tax on hous~:~:::~ W I"" 
00 ,,;~~:.:~: :T., 00 '"'~:~::::·:,I 

Amount total income I Amount total income Amount totalmco~e Amount , total income Amount [tot&! income 
from tax&tion'-------:-fr_o_m __ t_•_xa_t_io_n_:_ ____ \from taxation from taxation I from taution I 

5 

29,794 

10,32,887 

12,29,087 

18,34,455 

23,40,592 

29,46,788 

2,29,65,301 

6 

24.52 

22.03 

21.68 

15.20 

10.81 

42.28 

7 8 9 

3,84,993 

5,35,328 

6,26,964 

11,17,456 

16,19,733 

48,58,855 

18,58,711 

31,13/l46 

75,04,012 

1,28,75,545 

67,75,728 

9,99,552 

16,93,235 

26,78,023 

51,62,960 

1,40,9 2, 259 

2,19,50,600 

I 

10 

47.66 

'55.32 

45.05 

44.83 

40.10 

45.10 

33 32 

36.80 

48.76 

47.25 

16.15 

38.96 

41.33 

41.84 

50.19 

89.33 

90.85 

11 

52,349 

74,398 

93,739 

1,24,092 

2,16,522 

2,32,264 

3,40,710 

4,06,925 

5,80,140 

12,21,660 

22,64,246 

1.49,681 

2,16,638 

2,72,923 

1,99,962 

3,43,373 

( 90,000 
l + 68,300 

12 

6.49_ 

7.68 

6.73 

4.95 

5.36 

2.15 

6.10 

4.80 

3.76 

4.49 

4.16 

5.84 

5 29 

4.26 

1.94 

2.17 

0.65 

13 

70,053 

67,318 

1,13,693 

2,14, 723 

1,62,363 

5,10,378 

67,241 

89,132 

1,36,198 

1,37,569 

2,64,289 

3,43,613 

5,78,244 

8,82,653 

12,66,175 

19,77,600 

14 

8.~6 

6.95 

8.16 

8.58 

403 

4.27 

1.20 

1.05 

0.88 

0.51 

10.31 

8.38 

9.04 

8.58 

8.02 

0.81 

Water Rate 

I 

Propntion to 
Amount I total income 

from taxation 
I 

15 

1,46,885 

2,10,205 

78,326 

7,26,347 

10,83,927 

6,26,877 

13.85,6311-

19,46,235 

29,72,461 

64,93,447 

1,34,81,288 

4,15,440 

10,69,443 

16,88,564 

23,43,372 

16 

18.17 

91.73 

5.65 

29.12 

26.62 

5.81 

24.83 

f.3.03 

19.32 

23.83 

~4.82 

16.19 

26.10 

26.38 

22.79 

Cousel'\'ancy Rate 

'I 

Amount 
'Proportion to 
I total income 
from taxation 
I 

17 

6,81,557 
I 

10,46,874 . 

18,34,068 

31,79,773 

48,54,811 

1,96,910 

4,17,954 

6,19,589 

8,76,577 

76,667 

72,600 i 

I 

18 

12.21 

12.36 

11.92 

11.67 

8.93 

7.68 

10.20 

9.68 

8.52 

0.48 

3.00 

Other taxos e.g., ser· 
Tax on circumstancos Vl\nts ta~. pilgrim tl\x 
__ &t!d property__ __ and dog tax __ 

Lighting Rate 

I P ro110rtion Pr0110rtion Proportion. 
Amount \ to total in· Amount to total in· Amount to totalln 

come from come from come from 
I taxatia,n,~--- taxatio'!_ _______ tutatio~ 

19 20 ---~~ __ ! __ ?_~_ 
1,53,741 

1,10,178 

4,78,948 

3,13,017 

9,51,280 

51,81,372 

31,77,959 

15,372 

22,967 

24,500 

3,97,026 

19,60,380 

5,39,155 

3,56,483 

5,63,794 

8,21,380 

19.02 

11.38 

SUI 

12.52 

23.58 

48.97 

7ll.46 

0.27 

0.27 

0.10 

1.44 

3.62 

2!.02 

8.70 

8.80 

7.98 

23 24 



XVJ 

Municipalities. 

Statement showing the growth of municipal inooma from the year 1889·9:> to 1946-47 

All sourc9s Taxation Govt. Grants Other sources 

1889-90 1,43,68,861 1,04,4~.549 3,71,011. 35,74,955 
ttl 

1894-95 2,49,87,804 1,51,92,530 8,51,775 89,43,499 ~ 
p.. 
~ .... 

96,31,648 
Cll 

1907-08 3,28,47,348 2,17,08,446 15,01,254 ~ .... - a .. p.. 
M 1918-19 5,59,20,960 3,34,24,346 62,48,911 1,62,47,703 t1 

·!a p.. 
' "'d .... 

1925-26 8,22,04,871 5,33,09,726 86,92,447 ' 2,02,02,698 "'d 
1:1;1 
z 

1946-47 17,59,58,035 11,96,67,219 . 2,26,21,177 3,36,69,639 
t1 .... 
M 
M 
~ ... 

Total income : Increase 16 times. 

Taxation income : Increase 11 times. 

Grants: . Increase 60 times. 



XVI (a) 

Sta.tement showing the income of Munioipa.lities during the years 1889-90, 1894·95, 

1907-08, 1918-19, 1925-26 & 1946-47. 

1889-90 1894-95 
INCOME FROM INCOME FROM Other 

·STATE All sources Taxation Govt. Grants Other sources All sources Taxation Govt. Grants sources 

1 2 3 4 5 6 7 8 9 en 
1-,3 
llo-
1-,3 

Madras. 17,74,890 10,05,187 1,30,916 6,38,787 29,13,228 14,45,983 3,41,534 11,25,711 ..... 
r.o 
!j 

Bombay. 32,24,814 23,13,048 36,901 8,74,865 61,00,505 37,84,906 2,36,796 20,78,803 
0 
II>-

M 
ti 

n Bengal 26,65,997 19,47,411 28,849 9,89,737 40,45,345 23,13,485 28,220 17,03,640 
II>-

s ~ 
~ 
M 

U. P. . ~7.03,926. 19,52,250 105,975 6,45,701 55,06,002 33,97,726 35,867 20,72,409 ~ 
t:l .... 
M 

Punjab ~7,92,902 23,72,034 29,148 3,91,720 43,82,069 31,27,594: 1,50,724 11,03,751 M 
-<1 

Bihar 1 ... -
·O~ssaJ 

t::l ·- - -
Madhya 

Pradesh 10,94,320 7,84,979 17,546 2,91,755 18,48,301 10,28,951 36,608 7,82,742 
I 

Assa.m 1,12,012 74:,640 42,682 42,690 1,92,354 93,885 22,026 76,443 

Total 1,43,68,861 1,04,49,549 3,71,017 35,74,955 2,49,87,804 1,51,92,530 8,51,775 89,43,499 



1907-08 I 1918-19 
INCOME FROM INCOME FROM 

- ----·----~ -·-· ------ ---·--- ---1 ·----

l 2 3 4 5 . . 6- 7 8· 9 ----
Madras 37,24,678 23,62,438 2,11,251 11,47,989 82,98,543 44,17,716 13,48,486" 25,32,341 

Bombay 79,92,509 45,14,969 3,88,410 30,89,123 1,23,81,637 77,36,710 9,89,840 36,55,087 

Bengal 46,22,166 34,67,065 3,55,970 7,99,131 64,52,693 51,33,100 2,51,121! 10,68,472 en 
1-f' 
~ 

U.P. 66,07,058 50,10,603 1,11,825 14,8t,630 1,19,00,583 66,71,875 11,96,694 40,32,014 
1-f .... 
Ul 
8 .... 

Punjab 60,76,030 40,03,618 89,877 19,82,535 84,55,333 49,11,581 8,48,087 27,00,665 a 
~ 
ti 

M 
Bihar 33,59,521 18,38,150 8,59,099 6,62,272 ~ n ~ 'It 1-4 ., 

< tzt· 
Orissa. z 

t;j .... 
Madhya. 

M" 

1><1 
Pradesh. 20 81,241 14,31,150 70,861 5,79,230 44,54,566 23,47,437 6.51,631 14,55,498 4 ... 

Assam 17,43,673 9,18,603 2,76,060 5,49,010 6,18,084 3,67,777 1,08,953 1,41,354 :§:_ 

Total 3,28,47,348 2,17,08,446 15,04,254 96,31,648 5,59,20,960 3,34,24,346 62,48,911 1,62,47,703 



. 1925-26 \ 1946-47 
INCOME FROM I INCOME FROM 

1 2 3 4 5 I 6 7 8 9 

Madras 1,30,47,972 . 71,10,63.2 23,58,898 35,78,442, 3,87,45,677 2,56,20,441 31,76,316 99,48,920 . 

Bombay 2,22,88,506 1,53,09,561 23,14,407 46,64,538 4,39,86,524 3,61,81,124 51,50,246 26,55,154 

Bengal ·75,81,262 62,11,862 2,19,931 11,49,469 1,15,08,056 78,35,453 18,20,656 18,51,947 r.tl· 
1-i 
lJoo .. 

U. P. 1,55,42,575 1,01,80,680 13,07,933 40,53,962 4,68,22,829 2,7-4,45,566 73,96,954 1,19,60,309 ~-
r.a 
1-i· .... 

Punjab 1,33,00,584 75,68,183 14,64,961 42,67,440 76,71,577 53,50,878 5,01,702 18,18,997 
a 
I> 

(1947-48) (1947·48) (1947·48) t1 

M lJoo 
0 I 

"d. 

< Biha.r 35,26,153 24,82,309 2,39,942 8,03,902 78,09,23i 44,63,9'8 19,47,842 13,97,441 "d 
t;q 
2: 

Orissa. 
1,' 

22,02,603 6,31,113 13,76,969 1,94,521 ~ 
Madhya. .. . .: M - ~ 
Px_adesh 59,67,5.28 38,89,569 5,85,327 14,92,632 1,52,37,824 1,10,96,_594 10,15,307 31,25:923 -'. ~ -
Assa.m 9,50,291 5,56,930 2,01,048 1,92,313' 19,73,714 

(1945-46)' 
10,42,102 2,35,185 6,96,427 
(1945-46) (1945-46) 

Total 8,22,04,871 5,33,09,726 86,92,447 2,02,02,698 17,59,58,035 11,96,67,219 2,26,21,177 3,36,69,639 



.XVI (b) . 

Statement showing the ordinary income of the municipalities during the year 1884-85, 1894-95, 1907-08, 
1918-19,1925,26, and 1946-47. 

~-- - -- -·------...--

Principal sources and proportion 

-------------· ·--

Total Taxation Govt. grants Other heads QJ 
1-i 

STATE Year Income 
"'"" ~l Remarks en 
1-i 

PropOr• Propor· Propor- ... 
\ 01 

Amount tion to ·::Amount tion to A moun tion to ~ 
t1 

~ total ' total total ~ 

income income income IU n ou· 
< M ..... z 

1 2 3 4 5 6 7 8 9 10 tl ---- M 

Madras 1884-85 17,74,890 10,05,187 56.64 1,30,916 7.32 6,38!7&7 36.04 M 
:l' (excluding -Madras 1894-95 29,13,228 14,45,983 49.64 3,41,.534 11.72 11,25,711 38.64 .::!: 

Municipal '' 
Corporation) 1907·08 37,24,678 23,62,438 68.43 2,11,251 5.75 11,47,989 30.82 

~ 

1918-19 82,98,543 44,17',716 53.34 13,48,48q 16.25 25,32,341 30.41 

1925-26 1,30,47,,972 71,10.632 54.50 23,58,898 18.08 35,78,44:2 27.42 

1946·47 3,87,45,677 2,56,20,441 66.12 31,76,31~ 8.19 99,48,920 25.66 

Bombay 
(Excluding 

1889-90 32,24,814 23,13,048 71.73 36,901 1.13 8,74,865 27.14 



1 2 3 4 5 6 7 8 9 10 

Bombay Mu· 1894-95 61,00,505 37,84,906 62.04 2,36,796 3.88 20,78,803 34.08 
nioipal 

56.49 3,88,410 4.86 30,89,123 38.65 Corporation) 1907-08 79,92.502 45,14,969 

1918·19 1,23,81,637 77,36,710 62.49 9,89,840 7.99 36,55,087 29.52 

1925-26 2,22,88,506 1,53,09,561 68.69 23,14,407 10,38 46,64,538 20.93 

1946-47 4,39,86,524 ' 3,61,81,124 82.5 51,50,246 11.70 26,55,154: 6.03 
~ 
II>-

Bengal 1889-90 26,65,997 19,47,411 73.11 28,849 1.04 6,89,737 215.85 ,.:J -(excluding ~ 
Calcutta. 1894-95 40,45,345 23.13,485 57.16 28,220 0.69 17,03,640 42.15 0 

II>-Municipal ti 

M Corpora.tion) 1907·08 46,22,166 34,67,065 75,00 3,55,970 7.57 7,99,131 17.28 II>-
I'd 0 I'd < 1918·19 64,52,693 51,33,100 79.65 2,51,121 3.89 10,68,472 16.56 
to;! .... z .... 
t1 ... 

1925·26 75,81,262 62,11,862 81.94 2,19,931 2.90 11,49,669 15.16 ~ • 
~ 

1946·47 1,15,08,056 78,35,453 68.08 18,26,656 15.82 18,51,947 16.09 
~ ... -0 

U.P. 1889-90 27,03,926 19,52,250 72.20 -1,05,975 3.92 6,45,701 23.88 

1894-95 . 55,06,002 33,97,726 61.72 35,867 0.65 20,72,409 37.64 

1907·08 66,07,058 50,10,603 75.85 1,11,825 1.69 14,84,630 22.46 

1918·19 1,19,00,583 66,71,875 56.07 11,96,694 10.05 40,32,014 33.88 

1925-26 1,55,42,575 1,01,80,680 65.51 13,,07,933 8.41 40,53,962 26.08 

1946-47 4,68,22,829 2,74,45,566 58.61 73,96,954 15.79 1,19,80,309 25.5& 
·~ 



1 2 3 4 5 6 7 8 9 10 -
Punjab 1889-90 27,92,902 ' 23,72,034 84.96 29,148 1.02 3,91,720 14.02 

1894·95 43,82,069 31,27,594 71.38 1,50,724 3.43 11,03,751 25.19 

1907·08 60,76,030 40,03,618 65.90 89,877 1.48 19,82,535 32.62 

1918·19 84,55,d33 49,11,581 58.09 8,43,087 9.97 27,00,665 31.94 

1925-26 1,33,00,584 75,68,183 56.90 14,64,961 11.01 42,67,440 32.09 
IJ7 
1-i 

1947-48 76,72,177 53,50,878 69.71 5.01,702 6.53 18,18,997 23.71 b>o 
!j 
ra 

Bihar 1889-90 t 
'r H ... 

1894-95 No separate figures as formed part of Bengal. 0 
> 

Orissa 1907-08 J t"1 
M 1918-19 33,59,521 18,38,150 54.71 8,59,099 25.58 6,62,272 19.71 f)o. 
n :g < ... tJj ... 1925-26 35,26,153 24,82,309 70.41 .2,39,942 ·6.80 8,03,902 22.79 2t ... 

tl ... 
Bihar 1946·47 78,09,231 44,63,948 57.16 19,47,842 - . !"3,97,441 17.89 

M 

H 
<t 

Orissa 1946·47 22,02,603 6,31,113 28.65 13,76,969 62.51 1,94,521 8.83 .... -~ -Madhya 1889-90 10,94,320 7,84,979 71.73 17,546 1.60 2,91,755 26.67 
Pradesh. 

1894-95 18,48,301 . ..:. 0,28,951 55.67 36,608 1.98 7,82,742 42.35 

1907-08 20,81,241 14,31,150 68.76 70,861 3.44: 5,79,230 28.31 

1918-19 44,54,566 23,47,437 52,70 6,51,631 14.63 H,55,498 32,67 

1925-26 59,67,528 39,89,569 65.18 5,85,327 9.81 H,92,632 25.01 

'1946-47 1,52,37,824 1,10,96,594 72.82 10,15,307 6.66 31,25,923 20.51 



. . \ ~ 

1 ~ 3 4 6 ti 7 8 9 10 . ,. 
" • 

Assam 1889.·90 1,12,012 74,64.0 42.54 
' 

21,682 19.35 42,6~ 38.11 
I 

189!-95 1,92,354 93,885 48.79 22,02~ 11.45 761U~. 39.76 
' 

1907-08 17,43,673 9,18,603 52.69 2,76,06Q 15.83 5,49,01~ SL4R 

1918-19 6,18,084 3,67,777 59.50 1,08,953 17.63 1,41_.354 22.87 

1925-26 9,50,291 5,56,930 58.61 2,01,048 21.15 1,92,313 20.24 tt I .. ' 
flo 

1945-46 19,73,714 10,42,102 52.79 2,35,185 11.91 6,96,427 3.5.28 
~: .... 
~· ... 
0 
flo 
C'l 

~ 
p.. 
"'f 

() "'f 
t-4 ra 
~ ~ 

~ ... 
H 

~. 
41 .... -o--



Year 

1889-90 

189H)6 

1907-08 

1918-19 

192fH6 

194&-U 

XVD 

District Boerda. 

Statement showing the growth of District Boards income from 
1889-90 to 1946-!7. 

Total income 

Rs. 

2,67,83,682 

2,98,09,539 

4,'15,40,991 

8,53,83,671 

12,06,04,058 

:A0,68,3 1,093 

Total income appreciated 

Taxa.tion income , 

Government Gran's , 

Income from 
taxes. 

Jla. -. 
1,57,58,643 

1,70,24,930 

2,31,06, 784 

3,70,17,914 

4,815,05,906. 

6,5i.78,129 

Result. 

7.7 times 

4:.1 times 

13.G times. 

Government 
grants. 

:&. 

38,32,897 

34,66,764: 

1,14,'11,376 

2,81,.60,463 

4,68,48,269 

9,73,26,217 

Other sources. 

rr 
ti 

Bs. po. 
ti ... 
Ul 

71.92,142 ti ... 
0 

""' 93,17,851 
t:' 

""' ., 
1,33,63,131 

., 
t'll 
2: 
~ 

2.,01,69,250 
.... 
~ 

~ 
2,52,50,884 ~ e 
4.43,26.,74:7 

------



1907 08 
INCOME FROM 

- --~- ----

STAT E All sources I Ta.xa.tion Govt. Grants other sources 

- ----
Ma.dr ag 1,56,70,506 72,24,717 28,42,440. 56,03,349 

Bomb a.y 3,69,148 31,50,114 22,85,657 9,33,377 

Benga. 1 63,40,046 35,00,194 6,86,113 22,47,739 

U.P. 75,54,563 35,30,502 23,85,099 19,39,162 

Punja. b 45,59,322 25,04,269 10,15,724 10,39,329 

Bihar - - - -
Oris a .. - - - -
M.P. 23,44,248 8,92,535 7,32,465 7,28,348 

Ass& m 47,03,158 22,98,453 15,23,878 8,71,827 

Total ~.75,40,991 2,31;06,784 1,14,71,376 1,33,63,18 l 

I 

All sources 

2,52,90,286 

1,06,12,595 

1,06,87,564 

1,34,9~.616 

9 4,90,888 
I 
I -

85,25,471 

51,13,128 

21,69,123 

8,53,83,671 

-1918 19 
INCOME FROM 

Taxation Govt. Grants / Other sou rces 

85,32,323 81,14',804 . 
29,92,808 63,27;030 

66,18,890 13,54,968 

68,29,123 42,59,499 

41,40,227 31,97,891 

- -
57,82,829 18,33,288 

11.~~:601 21,71,928 

9,54,113 9,01,055· 
,. 

3,70,17,914 2,81,60,463 

I 
I 

86,43,1 

12,92,7 

59 

57 

06 

94 

70 

27,13,7 

24,05,9 

21,52,7 

-
9,09,3 10 

99· 

55 

17,37,5 . 
3,13,9 

2,01,69,2 50 

-· ~ 



XVD (a) 

Statement showing the inoome of District B01.rds 
during the years 1889-90, 1894:·95, 1~07-08, 1918-19, 192~-~6 and 1946-U. 

1989-90 1907-08. 
INCOME FROM INCOME FROM 

·- -------- -------

s TATE 
! 

All sources : 
' 

--------·1----------

M ,.dus 

om bay 

eogal · 

.P. 

B 

u 
p unjab 

ihar B 

0 

M 

A 

riss& 

. P. 

ssam 

---

T ota.l 

; 

76,53,951 

41,90,458 

62,73,403 

U,46,437 

25,99,926 

-
-

7,13,571 

12,05,936 

-- -- -----

2,67,83,632 

Ta:ution 

46,78,354 

26,65,965 

34,32,574 

20,66,879 

21,03,778 

-

-
2,78,995 

5,32,098 

------

1,57,58,643 
I 

Govt. Grant Other sources All sources Taxation Govt. Grants 

-------
8,93,033 ... 28,82,564 89,63,800 54,04,063 3,17,435 

4,26,483 10,98,010 45,94,085 25,45,560 9,68,911 

10,98,148 17,42,681 66,74,980 35,60,402 5,02,349 

13,25,027 7,54,531 38,62,172 .19,45,239 12,55,304 

16,056 4,80,092 30,50,121 23,09,575 5,155 

- - - - -
- - - - -
72,063 3,55,513 14,64,204 6,19,710 2,07,118 

4,95,087 1,78,751 12,10,177 6,40,381 2,10,492 
... ~..-.,. _.. - .. 

38,32,897 71,92,142 2,98,07,539 1,70,24,930 34,116,764 

Other sources 

1 
I 

32,42,302 I 
I 

10,69,6H I 
I 

26,B!,235 
I 

i 
9,61,629 

7,35,391 
' 

- i 
- I 

6,37.376 

3,59,304 

I 

' 
93,17,851 

' 



1925-26. 194:6-4:7 
INCOME FROM INCOME FROM 

·-··------ -----~ -------

All sources I 
I 

Sta.tes Ta.xa.tion Govt. Grants Other sourceF< All sources Taxation Govt. Grants Other sources 

----------- .. ----- ------- ------- -------~. -- -·-------------

Madras 3,29,98,271 1,15,27,4:71 1,01,09,901 1,13,60,899 5,72,78,682 2,61,92,380' 1,73,20,000 1,37,66,302 
' 

Bombay 1,93,69,4:04 53,22,981. 1,13,53,056 26,93,367 4,63,30,468 61,74,191 3,26,39,210 75,17,067 ~ 
II>-

. 1-i 

Benga.l 1,25,64,267 76,25,613 30,71,530 18,68,124 74,31,9'76 37,13,818 26,14:,751 u,o3,4:0'' I ~ 
U. P. 1,78,68,105 73,61,056 74,93,241 30,13,809 3,13,79,890 89;68,147 {,52,57 ,266 71,54,477 I II>-

jt" 

f) 

57,59,64:6 1,16,03,637 '25,78,351 64,39,329 .. 5 iII>-.... Punja.b 1,47,19,832 57,56,433 32,03,803 25,85,9 7 ' '¢ .... .... ;o,:, 
• ' tQ 

Bib&r 2,58,56,960 1,06,4:2,979 1,20,08,626 132,05,355 1 ~ ... 
2,34,219 '. 52,68,919 . 1i,92,3d7 35,86,4i4 

.. .•. · I M-

Orissa 1,30,88,176 76,78,223 41,75,734 ' '4,90,168 I H 

I 4. 

M.P. 66,12,263 '' .?4,76,952 
... 

21,64,969 I 28,'11,247 14:,76,04:7 ' 1,55,14,895 37,96,872 42,41,071 ... 
' .. ; -I ··.\ ' ' J ' . - ~ .. , I'! -Assa.m 34,83,690 10,65,947 20,17,127 4,00,616 61,65,666 19,19,084 32,19,520 10,27,062 

---··--·---- ------ -.---T ·,. I_ 'I ! ~ : • • l 

Total 12,06,04,058 4,85,05,906 4,68,48,269 2,52,50,884 20,68,31,093 6,51,78',129 r '9,'13,26,217 4,43,26,7U 

----------------



-· 

I • 

STATE Year 

Ma.dra.s 1889-90 
1~!14-95 
1YJ7·08 
19H3·19 
1925-26 
19-lti-47 

Bombay 1bl:)9·90 
18114·95 
1907-Q8 
1918·19 
1925-26 
1!14C·47 

Bengal 1889·90 
11:)9-l-96 

; 19J7-08 
i 1918·19 

19 J5-~ti 
111!6·47 

~{bl . 
Statement showing the ordinary income of the District Boards during 

the years 1889-90, 1894 95, 1907-08, 1918·19, 1925-26 and 
1946·47 

Prinoipa.l sources & proportion 

Taxation Govt. Grants Other heads 
Total income 

I Propor· Propor· Propor• 
Amount tion to Amount tion to Amount tion to I total total tutal 

income ·::. income income 

I 
76,53,951 4fl,78,354 61.15 3,93.033 5.13 25,82,[64 33.74 
89,63,800 54,04,063 60.29 3,17,435 3.54 3~.42,302 36.17 

1,56,70,506 72,24,717 46.11 2,28,4~.440 1k.l4 56,l3,349 35.75 
2,62,9U,~86 85,3~.3~3 33.65 81,14,80-l 32.18 86,43,159 . 34.17 
9.~9.!18,271 1,15.~7.471 34.93 1,0l.fJ9,!10l 30.64 . .. 1,13,60,b99 34.43 
5.7~.78,682 2,61,9 ~ ,380 45.7~ 1,73,20,000 30.23 1,37,66,302 24.G3 

41,9J,458 26,65,965 63.62 4.~6,483 10.18 10,98,lil0 26.20 
45,84,085 25,45,061) M52 9,68,9!1 21.14 10,69,614 23 34 
68,69.148 31,50,114 49 50 2~.85,657. 35.83 9,33,377 14.67 

1,96.12.1'>95 ~9.~2.808 28.~0 63,27,v30 l9.6.J 1~.92,757 . 12.17 
1,93,69,404 53 2~ 981 27.54 1,13,53,056 58.72 26,93,367 13.74 " . ' 4,63,30,468 61,74,191 13.32 3,~6,39,210 70.44 75,17,067 16.22. 

62,73,403 34,32,574 54.73 10,98,148 17.51 17,42,681 27.79 
66,74,980 35,6J.402 53.24 5,u2,349 7.61 26,1 'A,235 39.15 
63,40.046 35.06,1!14 53.72 68,6.113 10.83 2~.47,739 35.45 

1,06,87,564 66,18,890 61.97 l3,M.968 12.65 27,13,706 25.39 
1,25,64,267 76,25.613 6,, 70 30,71,530 24.45 ' 18,68,124 14.85 

74,31,976 37,13,818 49.97 26,14,751 35.18 ll,U3,4J7 14:.84 

I 

Remarks 

These statistic 8 

pertain to Un• 
d•vidad Bengal 
as 1h exJsted 
before par• 
tit10o. 



Principal sources & proportion 

~ 

Taxation Government Grants Other heads 

STATE Year Total ineome Remarks 
k Propor· Propor- Propor· 
Amount· tion to Amount tion to .Amount tion to 

total to, a. I tota.l 
income income I income 

I 
1889-90 1 · 41,46,437 I I 

U.P. 20,66,879 49.62 13,25,027 32.13 7,54,531 18.25. 
18!J4-95 38,62,172 19,45,239 5u.36 . 12,55,394 32.51 6,61,629 17.13 
1907-08 78,54,563 35,30,502 44.95 23,85,099 30.35 19,39,162 24.70 
1918-19 1,34,94,616 ti8,2\J ,123 50.60 42,59,499 31.54 24,05,994 17.86 
1925-26 1, 78,68,105 73,61,056 41.19 72,93,24:1 41.95 30,13,809 16.86 
1946-48 3,13,79,890 89,68,147 28.57 1,52,57,266 48.62 71.54,477 22.79 

Punjab 18R9-90 25,99,926 21.03,778 87.18 16,056 0.50 
I 41,80,09>1 18.32 These sta.tiatics 

1894·95 30,50,131 23,09,575 75.73 5,155 0.17 7,35,391 25.10 perta.in to un· 
UJu7-08 45,59,322 25,04,269 65.05 10,15,7241 22.23 10,39,329 22.72 divided Punjab 
1918-19 94,90,888 41,40,227 43.6~ 31,97,891 33.69 21.52.770 I 22.68 as it existed 
1925·26 1,47,19,882 57,59,646 39.13 57,56,433 39.11 32,03,803 31.76 prior to parti· 
1947-48 1,16,03,637 25,78,351 22.22 64,39.329 55.49 25,85,957 ~2.02 tion 

Bihar 1~89·90 No sepa.rate figures as formed 
and 1894-95 part of Benga.l 
Orissa. 1907-08 

b 1918·19 85.25,471 I 57,8g,829 67.831 !8,33,288 21.51 9,09,310 10.66 
1925-26 1 ,30,88, 176 76,78,223 58.80 41,75',734 31.80 12,34,219 9.40 

1 
Biba.r 1947-48 2,58,56,960 1,06,42,979 41.16 1,20,08,6:26 4:6.44 32,05,355 12.39 
Or iss& 1946-47 52,68,919 11,92,307 22.62 35,86,444 68.07 94 90,168 9.30 



Principal sources & proportion 

Te.ution Government Grants Other heads Remarks. 
STATE Yea.r Tota.l income 

I Proportion Proportion Propor~ion 

Amount 

I 
to tota.l 

Amount to tota.l 
Amount to tota.l 

income income income 

M.P. 1889-90 19,13,571 
. I 
2,78,995 39.00 79,063 11.00 3,55,513 50.00 -1894-95 14,64,204 16,50,700 42.33 

.• 
2,07,118 14.14: 6.37,376 43.53 

1907-08 23,44,248 8,92,535 38.14 7,23,465 . 30.84 7,28,348 31.02 

1918-19 51,13,128 11,67,601 22.80 21,71,928 42.50 17,37,599 30.70 

1925-26 62,12,263 21,64,969 33.25 28,71,247 44.20 14,76,047 22.65 

1946-47 56,14,895 37,96,872 24.47 42,41,071 27.33 74,76,952 48.18 

A sum. 1889-90 12,05,936 5,32,098 44.33 4,95,087 41.25 1,78,751 14.89 Q. -
1894·95 12,10,177 6,40,381 53.92 2,10,492 17.39 3,59,304 29.69 

1907-08 47,03,158 22,98,453 4:8.49 15,32,878 32.53 8,71,827 ·18.58 

1918-19 21,69,123 9,54,114 43.96 ,, 9,01,055 41.53 3,13,955 H:.4S 

1925·26 34,83,690 10,65,947 30.61 20,17,127 57-89. 4,{)0,616 11.50 

1946·47 61,65,666 19,19,084 31.28. 32,19,520 52.21 10,27,062 16.65 



l'TA'ttSnCAL APPENDIX XVIn 

XVIll 

Statement showing the ~rowth of the incom'l of Oity Municipal 
Oorpllrations from 1889 9J to 19!7-iS. 

----
I 

I . 
Ino1me 

1 

Government Other 
Total income from grants. Sources 

ta:u.tion. 

--·-----

1889·90 1,11,34,306 41,05,935 2,09,215 45,37,742 

1894·95 . 1,57,69,875 1,06,43,369 65,767 56,60,739 

1907·08 2,0),55,224 1,62,53,231 6,19,540 31,82,453 

1918·19 6,54,9J,801 4,82,74,510 3,43,493 69,72,798 

1925-26 5,74,47,566 4,70,64,1:)8 8,05,502 95.77,956 

-1947-48 12,35,21,810 8,92,42,505 1,33,2),396 2,09,58,9)9 

Result 

Total inoJme appreciated 11.1 times 

Income from taxation appreciated 20.25 time; 

Government grants increased 63.6 times. 

cvn 



g 
.... .... 

' 

---

STATE 

.. 

---- - - -

Madras 
Munioip&l 
Corporation 

.. 

Bombay 
Munioipa.l 
Corporation 

Ca.loutta 
Municipal 
Corporation 

Year 

------ --· 

1889-90 
1894-95 
1907·08 
1918-19. 
1925-26 
1947-48 
1889-90 
1894-95 
19U7-08 
1918-19 
1925·26 
1947-48 

.1b89-90 
1894-95 
19J7·u8 
1918-19' 
1925-~6 
1947·48 

XVlll (a) 
Statement showing the income of City Municipal Corporations during the years . 

1889-90, 1894-95, 1907·08, 1918-19, 1925·26 and 1947·48. ' 
-----··· -- -----~--------------- -~----~----- --

Principal sources and proportion 
... '-
------ - -··------- - ---

,-., I ' 

Total 
r . 

Govt. Grants Other heads Taxation ·I Income 
--- -

Proportion - Proportion I P~oportion 
' Amount . to total Amount to total Amount to tota.t .. 

income income · .mcome·· .. .. . •r 

---------- -
12,60,674 8,08,021 64.10- . '1,03,911 8.24 3-48.742 27.6& 
10,01,691 9,67,693 6t>.45 35,192 2.13 5,98,806 37.4Z 
25,63,882 13,91,670 54.28 5,53,670 21.60 6,18,542 24.12 

•38,08,283 I 25,95,635 65.53 1,60,376 4.21 11,52,272 30.26 
I_ 

68,84,296 40,33,826. 58.63 38,186 0.55 28,12,284 40.85-
1,55,78,468 1,07,72,642 . 69.15 8,01,884 5.14 40,03,942 25.70 

42,10,846 10,32,887 7L60 9J,OOO .. 2.14 i 26.2& I ... 
I 

97,98,240 55,78,310 56.~2 ... . .. 42.19,930 43.08 
95.73,706 84,60,424 88.37 ... . .. 11,13,282 11.63 I 1,74;77,683 1,53,91,971 8R07 ... 56,750. 0-32 2d,28,96J 11.61 

3,06,55,40l) 2.7~.51,808 88.90 6,69,635 2.18 27,33,957 8.92 
6,61,69,242 5,43,10,763 82.08 44,19,U2 6.95 74,39,367 11.24 

56,62,786 25,65,027 45.30 15,l:W4 0.26 30,8~.455 54.44: -
49,69,944 40,97,366 82.46 30,575 0.61 8,42,00.3 16.93 
79,17,636 64,01,137 80.85 65,870. 0.83 14,50,629 18.32 

. 1.4~.04,835 1,02,86,904 72.42 126.367 :0.89 37,91,564: 26.69 
1,99,07,870 '1.57,78,474 79.26 97,681. 0.49 40,iH,716 20.25 
4,17,74,100 2,41,59,100 57.90 55,85,400~ 13.37 1,20,29,600 28.'19 

. 



STATISTIOAL APl'ENDIX .1.1-X 

XIX 
Sta.tement showing the government gra.nt-in-a.id during the 

years 1889-90, 1894-95, 19J7·08, 1918-19, 1925-26 and 
1946-47 a.nd its percentage effect as compared with 

total income of District Boards . 
Govtlrnment 

grant-in-aid 

STATE Year Total income Amount. Percen· 
tage of 

tota.l 
income. 

----
1 2 3 4 6 

' . 

Rs. Rs. 
Ma.dras 1889-90 76,53,951 3,93,033 5.13 

18~4-95 89,63,800 3,17,435 3.54 

1907·08 1,56, 70,506 28,42,440 18.14 

1918·19 2,52,90,285 81,14,804 32.18 

1925·26 3,29.98,271 1,09,901 30 .. 64 

1946·47 5,72,78,682 1,73,20,00 30.23 

Bomba.y 1889-90 41,90,458 4,26,483 10.18 

1894-95 45,84,085 9,68,911 21.14 

1907-0S 63,69,148 22,85,657 35.83 

1918-19 1 ,06,12,595 63,27,030 59.63 

1925-26. 1,93,69,404 1,13,53,056 58.72 

1946-47 4,63,30,468 3,26,39,210 70.44 

w. Benga.l 1889-90 62,73,403 10,98,148 17.51 

1894-95 66,74,980 5,02,349 7.61 

1907·08 63,40.<T46 6,86,113 10.83 

1918·19 1,06.87,564 13,54,968 12.65 

1925·26 1,25,64,267_ 30,71,530 2~.45 
: 

1946-47 74:,31,976· 26,14,751 35.18 

ClX 

Rema.rks. 
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slXATISTlCAL APPENbl:X XIX . .. -
i I 

1 2 3 ~ 5 6 

I 

u. P. 1889-90 ~1.46,437 13,25,027 32.13 

1894.·95 38,62,172 12,55,304 32.51 

1907·08 78,54.,563 23,85,099 30.35 

1918-19 1,34.,94,616 42,59,499 31.54 

1925.26 1, 78,68,105 74,93,241 41.95 

194.6-47 3,13, 79,890 1,52,57,266 48.62 

Punjab 1889-90 25,99,926 16,056 0.50 

1894.-95 30,50,121 5,1551 0.17 

1907-08 45,59,322 10,15,724. 1 22.23 
I 

1918-19 94,90,888 31,97,891 33.69 

1925-26 1,47,19,882 57,56,433 39.11 . ·' 
1947-48 1,16,03,637 64,39,329 55.46 

Bihar & Orissa. 1889·90 ... ... ... 
' No sepa.r-

1894-95 ... . .. . .. ate fig· 
ures avail· 

1907·08 ... ... ... able a.s 
formed 

1918·19 85,26,471 18,33,288 21.51 part of 
old Benga. L 

I 

1925-26 1,30,88,176 41,75,734. 31.80 

Bihar 194.7"48 2,58,56,960 ] ,20,08,626 46.44. 

Orissa.. 1946-47 52,68,919 35,86,44.4. 68.0061 

M.P. 1889-90 7,13,571 79,063 11.00 

I 
189:1-95 14,64,204 2,07,118 14.14 

I 
1907-08 23,44,248 7,23,465 33.84 

r 1918·19 61,13,128 21,71,928 42.50 

I 1925-26 65,12,263 28,71,247 44.20 

I 1946-47 1,55,14,895 42,41,071 27.33 
i 

ex 



IITATISTIOAL APPENDIX XIX 

" r 
I 

1 -· ~ I s 4 5 6 . 
--

Rs .. Rs. 

Aua.m. 1889-90 12,05,936 -4,95,087 41.25 

1894-95 12,10,177 2,10,492 17.39 

1907-08 ~7.03,158 15,32,878 32.53 

I 1918-19 21,69,123 9,01,050 4U53 

'1925·26 

I 
34,83,690 20,17,127 57.89 

1946·47 61.65,666 82,19,620 52.21 
I -



~ATisTICAL APPENDIX :t:l 

XX 
Statement showing the growth of ~verment grants·in-ald to 

munioi pa.lities since the year 18&9·90. 

Govt. grant-in-aid. 

STATE. Year. Total income. Percent· 
Amount. age of 

total 
income. 

1 2 3 4 I 5 . 

Bs. Bs. 

Madras. 1889·90 17,74,890 1,30,916 7.32 

[excluding the Mail· 1894·95 29,13,228 8,41,534 11.7:1 
ras Muoioip&l Cor· 
poratian.] 1907-08 37,24,678 2,11,251 5.75 

1918·19 82,98,543 18,48,486 16.25 

1925·26 1.~0,47,972 28,59,898 18.08 

1946·47 3,87,45,677 31,76,316 8.19 

Bombay.· 1889-90 32,24,814 36,901 1.13 

[n.oluding the Bam. 1894-95 61,00,505 2,36,7961 3 88 
bay Municipal Cor-~ -

poration.] 1907·08 79,92,502 3,88,410 '4.86 

I 1918-19 1,23,81,637 9,89,840 7.99 

1925-26 2,22,88,506 23,14,407 10.38 

1946-47 4,39,86,524 51,50,246 11.70 

West Bengal: 1889·90 26,65,997 28,849 1.04 

[excluding the Cal· 1894-95 40,45,345 28,220 0.69 
cutt• Municipal 
Corporation.] 1907-08 46,22,166 3,55,970 7.57 

1918-19 64,r.2,693 2,51,121 8.89 

1925·26 75,81,262 2,19,931 2.90 

1946-47 1,15,08,056 18,26,656 15.82 

.. 
CXli 

. 

Bema.rks. 
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!!!TATISTIOJ.L APPENDIX XX 

1 3 4 5 6 

U~tar Pradesh. 1889-90 27,03,926 1,05,975 3.92 

1894-95 55,06,002 35,867 0.65 

1907-08 66,07,058 1,11,825 1.69 

1918·19 1,19,00,583 11,96,694 10.05 

1925·26 1,55,42,575 13,07,933 8.41 

1946-47 4,68,22,829 73,96,954 15.79 

Punjab. 1889-90 27,92,902 29,148 1.02 

1894:95 43,82,069 1,50,724 3.43 

1907-08 60,76,030 89,877 1.48 

1918-19 84,55,333 8,43,087 9.97 

1925-26 1,33,00,584 14,64,961 11.01 

1947·48 76,71,577 5,01.702 6.53 

Biha.r and Orissa. 1889-90 1 , I 
1894·95 l- No separate figures availa.rle as for mad part of 

I old Bengal. 
1907-08 j - I 

1918-19 33,59,521 8,59,099 25.58 

1925-26 35,26,153 2,39,942 6.80 

Bihar. 1946·47 78,09,231 19,47,842 24.94 

Orissa. 1946-47 22,02,603 13,76,969 62.51 

Madhya. Pradesh. 1889-90 10,94,320 17,546 1.60 

1894·95 18,48,301 36,608 1.98 

1907·08 20,81,241 70.861 3.44 

1918-19 44,54,566 6,51,631 14.63 

1925·26 59,67,528 5,8!5,327 9.81 

1946·U 1,52,37,824 10,15,307 ·6.66· 

CXIII 
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- 1 2 3 4 5 6 
I , 

Assam. 1889-90 . 1,12,012 i 21,68_2 i 19.35 
I . . . 

1894-95 1,92,354 22,026 ! 11.45 

1907-08 17,43,673 2,76,o6o 1 15.83 

1918•19 I 6,18,084 : 1,08,953 l 17.63 

1925-26 ! 9,50,291. 2,01,048 , 21.15 

1946-47 19,73,714 .. . 2,35,185 11.91 

CXIV 



STATISTICAL APPENDIX XXI 

XXI 

Statement shO\ving the growth of g.wt. grants-in-aid to the 
City Municipal Corporations since the year 1889-90 

-----

Govt. gra.nt·in-aid 

Cor.pora.tions Year Total income ---- Remark 
Percentage .. Amount of tota.l 
.income 

~-----

Rs. Rs. 
Madras 1889-9J 12,60,67! 1,03,911 8.24: 

1894:·95 10,01,691 35,192 2.13 

1907-08 25,63,882 5,53,670 21.60 

1918·19 38,08,283 1,60,476 '4.21 

1925·26 68,84,296 38,186 0.55 

194:7-48 1,55,78,468 8,01,884 5.14 

Bombay 1889-90 42,10,846 90,000 2.14 

1894-95 97,98,240 

1907·08 95,73,706 

1918·19 1,74,77,680 56,750 0.32 

1925-26 3,06,58,400 6,69,635 2.18 

194 7-48 6,61,69,242 ·44,19,112 6.95 

Calcutta. 1889-90 56,62,786 15,304 0.26 

1894-95 4U,G9,944 30,575 0.61 

1907-08 79,17,636 65,870 . 0.83 

1918·19 1,42,04,835 1,26,367 0.89 

1925-26 1,99,07,870- 97,681 0.49 

194 7·48 4,17,74,100 55,85,400 13.37 

~XV 


