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Abstract: Property tax is generally practice by countries around the world (Dzulkanian, 2011), almost all 

governments around the world rely to some extent on property taxation. The provision of basic infrastructure 

such as water supply, street lightening, and disposal of refuse, communication halls, market stalls, roads among 

others is to be performed by the Local Governments being the third tier of government and also deals directly 

with people at the grassroots. There is a need to study to estimate and evaluate the income and expenditure and 

to analyze how to tap their resources to fulfill the financial needs. The present study is a secondary data research 

collected from three ULBs of Thanjavur districts from 2004-2014. 
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1. Introduction 
 Property tax is generally practice by countries around the world (Dzulkanian, 2011), almost all 

governments around the world rely to some extent on property taxation. Similarly, property taxes are the main 

sources of revenue for municipalities in Canada, United States and Australia according to (Enick Slack, 2002). 

However, it is not the question of property tax been accepted, but how responsive is the municipal authorities 

towards service provision. Since the current issue is how to increase the revenue base of Local Governments 

through property taxation, this has been a recurring subject to countries around the world. According to 

Kuppusamy, (2008) the Local Governments is a public agency that provides urban services to its communities.  

The provision of basic infrastructure such as water supply, street lightening, and disposal of refuse, 

communication halls, market stalls, roads among others is to be performed by the Local Governments being the 

third tier of government and also deals directly with people at the grassroots. This definition also lack legal 

status, and emphasis is only on service and infrastructural provision, he did not state the position of the local 

government. Hence, comprehensively, Local Government can be defined as a sub-system having an independent 

legal existence from the government, having the authority to generate income from rates and mandated to 

redistributes services and infrastructural development, subordinate to the state government and excising the 

power of jurisdiction in a particular area. 

Local Self-Government Institutions or Local Bodies directly influence the welfare of the people by 

providing civic, social and economic infrastructure services and facilities in urban areas. over a period of time, 

the functions and responsibilities of LBs have increased considerably without commensurate enhancement of 

their resource base. There is a need to study to estimate and evaluate the income and expenditure and to analyze 

how to tap their resources to fulfill the financial needs. The present study is a secondary data research collected 

from various ULBs of Thanjavur region from 2004-2014. 

In India, an increasing trend towards urbanisation has been recorded from the very beginning of this 

present century. The census data on the rural-urban composition reveal a continuous rise in the rate of 

urbanisation in India and more particularly during the second half of the present 21st century. This creates more 

challenges to local bodies such as waste management, sanitation, maintenance of basic infrastructure and water 

supply. Basic infrastructure facilities need to be created to provide services to the  citizens. Lack of funds to 

create the infrastructure in the absence of proper resources is of major concern. 

For strengthening the finances of urban local governments, two positive features were provided in the 73rd and 

74th Amendments to the Constitution:  

(a) Provision for the constitution of State Finance Commissions (SFCs) every five years  

(b) Central Finance Commission (CFC) to suggest measures needed to augment 

the consolidated fund of the states to supplement the resources of municipalities devolved on the basis of the 

respective SFC recommendations.  
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However, the progress in the implementation of SFC recommendations in several states has not been very 

encouraging. The CFC has also grappled in making recommendations of resource transfer to local governments 

in states. However, in the absence of authentic data, successive CFCs have made recommendations for the 

transfers of funds for local bodies on ad hoc basis. 

 

Objectives of the study 

The specific objectives of the study are:  

1. To study the key aspects of urban finances (municipal revenue and expenditure). 

2. To make suggestions for improvement for successful financial management of ULBs.  

This paper finds a detailed analysis on income and expenditure.  

 
2. Literature review 

A part of literature review is given in this section. Pervious Municipal finance studies fell into four 

types: (i) those which analyse the finances of municipalities to determine whether the finances have improved or 

not; (ii) those which examine the specific aspects of municipal finances,; (iii) those which are to estimate the 

level of under-spending; and (iv) studies that analysing the reports of the Central Finance Commissions, and the 

State Finance Commissions. In our study, a broad literature is given under financial conditions of ULBs and 

revenue sharing. 

Mathur and Thakur (2004) examined the fiscal performance of municipalities and assessed the load on 

state finances on account of the implementation of the State Finance Commission recommendations. The study 

further found that the expenditure levels on services provided by municipalities across states were low. Another 

finding of the study was that per capita expenditure-revenue gap declined over the period of 1997-98 to 2001-

02. Also Bagchi  (2001) analyses the nitty-gritty of alternative/unconventional modes of financing urban 

infrastructure. 

An article (Kelly (2000) provides an analytical framework for designing an effective property tax 

reform strategy. The first section presents a general conceptual model of property tax revenues, identifying four 

critical ratios that ul-timately determine the effectiveness of any property tax system—namely, the coverage 

ratio, the valuation ratio, the tax ratio, and the collection ratio.  A property tax system involves six major 

functions: (1) tax base identification, (2) tax base valuation, (3) tax assessment, (4) tax collection, (5) tax 

enforcement, and (6) dispute resolution and taxpayer service. As summarized in Table 1, each of these functions 

is linked to four critical ratios of coverage, valuation, tax, and collection.  

A few studies that have attempted to estimate the levels of municipal underspending include Om 

Prakash Mathur et. al. 2002. Options for Closing the Revenue Gap of Municipalities. National Institute of Public 

Finance and Policy, New Delhi, and P.K. Mohanty et. al. 2007. Municipal Finance in India: An Assessment. 

Development Research Group. Reserve Bank of India. Mumbai. Both studies used the expenditure norms as set 

by the Zakaria Committee in 1963 for estimation purposes. 

 

3. Research methodology 
A descriptive study based on secondary data and primary is conducted. The methods and materials 

used for this thesis are given in this section: 

3.1 Study unit: Urban local bodies are considered as sampling unit of data collection. Respective municipal 

commissioners are approached for the real time of various parameters.  

3.2 Sources of data: The study focus three ULBs in Tanjavur Distrct under Thanjavur Region of municipal 

administration department in Eastern Tamilnadu, India.  

3.3 Method of data collection: A secondary data sets from the official records of Municipal Corporation is 

collected. An empirical study for answering the research hypotheses carried out.  

3.4 Study period: A period of 2004-05 to 2013-14 is selected for the study because of the data collection period 

of this doctoral research ended 2015. Further previous decade (till 2004) study is already carried out and seems 

outdated. Census of India data is for 2001 and 2011 period (since Indian government accounts 10 year once) and 

utilized for the matching of the data. Further as per the objectives of the research, the pay revision and tax 

revision took place in those time period. 

3.5 Sampling design: A time series data for period 2004-05 to 2013-14 is selected from the ULBs of all seven 

districts as given below. 
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 3.7 Measurements used: Income and Expenditure details of all heads of account, Property tax Demand and 

collection details 

3.8. Statistical Tools applied: Compound average annual growth rate, Coverage ratios, Percentage analysis  

3.9 Software packages used: Basic analysis was performed through SPSS 17.0.  

4. Data analysis and interpretation 
Table 1. Thanjavur ULB Income [Rs.in lakhs] 

Year 
Revenue 

Fund 

Water 

supply 

Elementar

y 

Education 

Fund 

Total 

Income 

Propert

y Tax 

Deman

d       

Current 

Coverage 

ratio of 

property 

tax to total 

expenditur

e (%) 

Coverage 

ratio of 

property 

tax to 

Revenue 

fund 

Expenditur

e (%) 

2004-05 1111.95 385.98 65.42 1563.35 
436.46 

27.92 39.25 

2005-06 1562.81 432.16 65.53 2060.5 
443.97 

21.55 28.41 

2006-07 1837.38 531.37 71.76 2440.51 
468.95 

19.22 25.52 

2007-08 2139.42 531.96 82.12 2753.5 
476.35 

17.30 22.27 

2008-09 2247.67 687.28 108.52 3043.47 
666.7 

21.91 29.66 

2009-10 2304.38 658.07 117.00 3079.45 
681.65 

22.14 29.58 

2010-11 2859.44 100.58 212.07 3172.09 
696.92 

21.97 24.37 

2011-12 3415.27 709.26 124.14 4248.67 
717.46 

16.89 21.01 

2012-13 3529.08 879.46 128.75 4537.29 
751.08 

16.55 21.28 

2013-14 4140.47 866.27 130.35 5137.09 
784.82 

15.28 18.95 

CAGR

% 16% 9% 8% 14% 7% -6% -8% 

Mean 2514.787 578.239 110.566 3203.592 612.436 

20.070945

7 26.03083 

CV 36% 39% 38% 33% 21% 18% 22% 

 

The above table reveals the revenue income of Thanjavur ULB under Revenue fund, Water supply and 

Elementary education fund throughout the study period. Further the property tax demand ratio also arrived at for 

assessing the proportion of property tax. The total income of the municipality has been increased from Rs 

1563.35 Lakhs to Rs 5137.09 Lakhs within a period of 10 years at a compounded annual growth rate of 14%. 

Whereas the proportion of property tax to total income has come down from 27.92 percent to 15.28 percent at 

negative compound growth rate of -6%. It implies that the share of property tax income has lost its momentum 

and that other sources of income such as non-tax incomes, grants etc have encroached the total income of the 

municipality. Hence it may be otherwise inferred that the property tax income has strong potential to be 

augmented. 

The % shares of Property tax to total income at negative growth rate of -6% and to revenue fund it is at 

-8%. This implies when compared to Coverage ratio of property tax to total expenditure (%), Coverage ratio of 
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property tax to Revenue fund Expenditure (%) has more negative as per CAGR. The property tax potential has 

not been tapped in proportionate to other income. 

Table 2. Kumbakonam ULB Income [Rs.in lakhs] 

Year 
Revenue 

Fund 

Water 

supply 

Elementar

y 

Education 

Fund 

Total 

Income 

Propert

y Tax 

Deman

d       

Current 

Coverage 

ratio of 

property 

tax to total 

expenditur

e (%) 

Coverage 

ratio of 

property 

tax to 

Revenue 

fund 

Expenditur

e (%) 

2004-05 933.91 264.70 64.35 1263 441.11 34.93 47.23 

2005-06 1081.9 217.99 55.64 1355.5 455.1 33.57 42.06 

2006-07 1159.6 209.68 71.3 1440.5 486.35 33.76 41.94 

2007-08 1578.4 240.16 79.22 1897.8 533.08 28.09 33.77 

2008-09 1786 268.39 102.2 2156.6 621.72 28.83 34.81 

2009-10 2063.5 260.25 108.93 2432.7 664.82 27.33 32.22 

2010-11 2122.3 284.94 108.82 2516 703.22 27.95 33.14 

2011-12 2386.4 329.08 124.41 2839.9 745 26.23 31.22 

2012-13 2935.3 409.26 144.36 3488.9 809.24 23.19 27.57 

2013-14 2708.3 443.78 137.32 3289.4 891.94 27.12 32.93 

CAGR

% 13% 6% 9% 11% 8% -3% -4% 

Mean 1875.6 292.82 99.655 2268 635.16 29.1 35.69 

CV 35% 25% 29% 33% 23% 12% 16% 

 

The above table reveals the revenue income of Kumbakonam ULB under Revenue fund, Water supply 

and Elementary education fund throughout the study period. Further the property tax demand ratio also arrived 

at for assessing the proportion of property tax. The total income of the municipality has been increased from Rs 

1262.96 Lakhs to Rs 3289.41 Lakhs within a period of 10 years at a compounded annual growth rate of 10.05%. 

Whereas the proportion of property tax to total income has come down from 34.93 percent to 27.12 percent at 

negative compound growth rate of -3%. It implies that the share of property tax income has lost its momentum 

and that other sources of income such as non-tax incomes, grants etc have encroached the total income of the 

municipality. Hence it may be otherwise inferred that the property tax income has strong potential to be 

augmented.  

The % shares of Property tax to total income at negative growth rate of -3% and to revenue fund it is at 

-4%. This implies when compared to Coverage ratio of property tax to total expenditure (%), Coverage ratio of 

property tax to Revenue fund Expenditure (%) has more negative as per CAGR. The property tax potential has 

not been tapped in proportionate to other income. 
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Table 3. Pattukottai ULB Income [Rs.in lakhs] 

Year Revenue Fund Water supply 

Elementary 

Education 

Fund 

Total 

Income 

Property 

Tax 

Demand       

Current 

Coverage 

ratio of 

property tax 

to total 

expenditure 

(%) 

Coverage 

ratio of 

property tax 

to Revenue 

fund 

Expenditure 

(%) 

2004-05 329.34 78.68 17.6 425.62 110.57 25.98 33.57 

2005-06 351.71 83.49 18.4 453.6 117.56 25.92 33.43 

2006-07 386.12 89.9 20.25 496.27 121.72 24.53 31.52 

2007-08 566.03 154.87 20.23 741.13 127.47 17.20 22.52 

2008-09 762.26 152.74 28.82 943.82 170.28 18.04 22.34 

2009-10 665.79 140.93 29.03 835.75 177.62 21.25 26.68 

2010-11 1095.4 150.88 31.31 1277.55 183.65 14.38 16.77 

2011-12 1070.5 167.23 32.02 1269.71 192.47 15.16 17.98 

2012-13 1073.1 178.33 31.97 1283.41 197.79 15.41 18.43 

2013-14 1106.2 200.04 40.58 1346.77 207.48 15.41 18.76 

CAGR% 14% 11% 10% 14% 7% -6% -6% 

Mean 740.63 139.71 27.021 907.363 160.66 19.327 24.199 

CV 42% 28% 27% 39% 22% 23% 26% 

 

The above table reveals the revenue income of Pattukottai ULB under Revenue fund, Water supply and 

Elementary education fund throughout the study period. Further the property tax demand ratio also arrived at for 

assessing the proportion of property tax. The total income of the municipality has been increased from Rs 

425.62 Lakhs to Rs 1346.77 Lakhs within a period of 10 years at a compounded annual growth rate of 12.21%. 

Whereas the proportion of property tax to total income has come down from 25.98 percent to 15.41 percent at 

negative compound growth rate of -6%. It implies that the share of property tax income has lost its momentum 

and that other sources of income such as non-tax incomes, grants etc have encroached the total income of the 

municipality. Hence it may be otherwise inferred that the property tax income has strong potential to be 

augumented. 

The % shares of Property tax to total income at negative growth rate of -6% and to revenue fund it is at 

-6%. This implies when compared to Coverage ratio of property tax to total expenditure (%), Coverage ratio of 

property tax to Revenue fund Expenditure (%) has same negative as per CAGR. The property tax potential has 

not been tapped in proportionate to other income. 

Table 4. Thanjavur ULB Expenditure [Rs.in lakhs] 

Year 

Reven

ue 

Fund 

Water 

supply 

Elementa

ry 

Educatio

n Fund 

Total 

Expenditu

re 

Proper

ty Tax 

Deman

d       

Curren

t 

Coverage 

ratio of 

property 

tax to 

Total 

Expenditu

re % 

Coverage 

ratio of 

property 

tax to 

Revenue 

fund 

Expenditu

re (%) 

2004-

05 

1361.1

6 348.08 5.6 1714.84 436.46 25.45 32.07 
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2005-

06 1435.8 506.66 11.41 1953.87 443.97 22.72 30.92 

2006-

07 1467.5 467.57 11.15 946.29 468.95 49.56 100.3 

2007-

08 

2121.9

8 481.57 8.3 2611.85 476.35 18.24 22.45 

2008-

09 

2689.7

7 516.24 7.21 3213.22 666.7 20.75 24.79 

2009-

10 

3369.2

9 

6580.7

4 10.71 9960.74 681.65 6.84 20.23 

2010-

11 

3141.5

1 551.96 30.4 3723.87 696.92 18.71 22.18 

2011-

12 

3018.5

6 596.04 16.78 3631.38 717.46 19.76 23.77 

2012-

13 

3865.0

5 699.92 22.11 4587.08 751.08 16.37 19.43 

2013-

14 

4625.8

3 

1147.3

1 43.69 5816.83 784.82 13.49 16.97 

CAGR 14.6% 14.2% 25.6% 14.5% 6.7% -6.8% -6.8% 

Mean 

2709.6

5 

1189.6

1 16.74 3816.00 612.44 21.19 31.31 

CV 38.8% 

152.0

% 68.8% 64.4% 21.5% 50.2% 74.8% 

 

 

The above table reveals the revenue expenditure of Thanjavur ULB under Revenue fund, Water supply 

and Elementary education fund throughout the study period. Further the property tax demand ratio also arrived 

at for assessing the proportion of property tax. The total Expenditure of the municipality has been increased 

from Rs 1714.84 Lakhs to Rs 5816.83 Lakhs within a period of 10 years at a compounded annual growth rate of 

12.99%. Whereas the proportion of property tax to total expenditure has come down from 25.45 percent to 13.49 

percent at negative compound growth rate of -7%. It implies that the share of property tax expenditure has come 

down compared to other sources of income such as non-tax incomes, grants etc. 

The total expenditure has the Annual growth rate of almost 13% over a period of 10 years. The 

Coverage ratio of property tax on total expenditure as well as Revenue fund expenditure has a negative growth 

of -7%. This reveals that the incurred expenditure on every year is being met by other sources of income 

regularly. We can also infer that property tax collection has not been tapped at least to meet the increasing every 

year expenditure. Efforts have not been taken to increase the income by the way property tax to meet the 

increasing yearly expenditure. 

In other words, the expenditure is steadily increasing more than the income increase through property 

tax.  The increased income by way property tax every year is not in proportionate with the increase in 

expenditure. 
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Table 5. Kumbakonam ULB Expenditure [Rs.in lakhs] 

Year Revenue Fund Water supply 

Elementary 

Education 

Fund 

Total 

Expenditure 

Property 

Tax 

Demand       

Current 

Coverage 

ratio of 

property 

tax to total 

expenditure 

(%) 

Coverage 

ratio of 

property tax 

to Revenue 

fund 

Expenditure 

(%) 

2004-05 823.37 189.62 12.55 1025.54 441.11 43.01 53.57 

2005-06 884.16 147.67 6.64 1038.47 455.1 43.82 51.47 

2006-07 1076.77 156.36 6.08 1239.21 486.35 39.25 45.17 

2007-08 1192.26 207.73 16.17 1416.16 533.08 37.64 44.71 

2008-09 1608.8 163.68 6.7 1779.18 621.72 34.94 38.64 

2009-10 2200.51 233.94 13.91 2448.36 664.82 27.15 30.21 

2010-11 3500.18 306.12 15.04 3821.34 703.22 18.4 20.09 

2011-12 2138.11 349.71 16.62 2504.44 745 29.75 34.84 

2012-13 2664.8 531.74 16.58 3213.12 809.24 25.19 30.37 

2013-14 3020.4 569.86 34.9 3625.16 891.94 24.6 29.53 

CAGR 15.5% 13.0% 12.0% 15.1% 8.1% -6.0% -6.4% 

Mean 1910.94 285.64 14.52 2211.10 635.16 32.38 37.86 

CV 46.8% 51.3% 54.5% 45.9% 23.2% 25.2% 27.0% 

 

The above table reveals the revenue expenditure of Kumbakonam ULB under Revenue fund, Water 

supply and Elementary education fund throughout the study period. Further the property tax demand ratio also 

arrived at for assessing the proportion of property tax. The total Expenditure of the municipality has been 

increased from Rs 1025.54 Lakhs to Rs 3625.16 Lakhs within a period of 10 years at a compounded annual 

growth rate of 13.46%. Whereas the proportion of property tax to total expenditure has come down from 43.01 

percent to 24.60 percent at negative compound growth rate of -6%. It implies that the share of property tax 

expenditure has come down compared to other sources of income such as non-tax incomes, grants etc. 

This reveals that the incurred expenditure on every year is being met by other sources of income 

regularly. We can also infer that property tax collection has not been tapped at least to meet the increasing every 

year expenditure. Efforts have not been taken to increase the income by the way property tax to meet the 

increasing yearly expenditure. 

In other words, the expenditure is steadily increasing more than the income increase through property 

tax.  The increased income by way property tax every year is not in proportionate with the increase in 

expenditure. 
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Table 6. Pattukottai ULB Expenditure [Rs.in lakhs] 

Year 

Revenue 

Fund 

Water 

supply 

Elementar

y 

Education 

Fund 

Total 

Expenditur

e 

Propert

y Tax 

Demand       

Current 

Coverage 

ratio of 

property 

tax to total 

expenditur

e (%) 

Coverage 

ratio of 

property tax 

to Revenue 

fund 

Expenditur

e (%) 

2004-05 378.88 103.83 3.61 486.32 110.57 22.74 29.18 

2005-06 476.22 94.3 3.62 574.14 117.56 20.48 24.69 

2006-07 465.45 116.55 3.72 585.72 121.72 20.78 26.15 

2007-08 440.95 112.74 4.28 557.97 127.47 22.85 28.91 

2008-09 572.8 73.43 5.01 651.24 170.28 26.15 29.73 

2009-10 597.74 99.92 5.5 703.16 177.62 25.26 29.72 

2010-11 756.4 136.65 5.9 898.95 183.65 20.43 24.28 

2011-12 1090.8 136.29 5.47 1232.5 192.47 15.62 17.65 

2012-13 1326.6 159.77 5.44 1491.8 197.79 13.26 14.91 

2013-14 1153.8 211.11 6.53 1371.5 207.48 15.13 17.98 

CAGR

% 13.2% 8.2% 6.8% 12.2% 7.2% -4.4% -5.2% 

Mean 725.97 124.46 4.91 855.33 160.66 20.27 24.32 

CV 44.6% 29.8% 20.1% 41.4% 22.0% 20.3% 21.8% 

 

Interpretation: 

The above table reveals the revenue expenditure of Pattukottai ULB under Revenue fund, Water supply 

and Elementary education fund throughout the study period. Further the property tax demand ratio also arrived 

at for assessing the proportion of property tax. The total Expenditure of the municipality has been increased 

from Rs 486.32 Lakhs to Rs 1371.48 Lakhs within a period of 10 years at a compounded annual growth rate of 

10.92%. Whereas the proportion of property tax to total expenditure has come down from 22.74 percent to 15.13 

percent at negative compound growth rate of -4%. It implies that the share of property tax expenditure has come 

down compared to other sources of income such as non-tax incomes, grants etc. 

The total expenditure has annual growth rate of almost 11% over a period of 10 years. The Coverage ratio of 

property tax on total expenditure as well as on revenue fund expenditure has a negative growth rate of -4% and -

5% respectively. This reveals that the incurred expenditure on every year is being met by other sources of 

income regularly. We can also infer that property tax collection has not been tapped at least to meet the 

increasing every year expenditure. Efforts have not been taken to increase the income by the way property tax to 

meet the increasing yearly expenditure. 

In other words, the expenditure is steadily increasing more than the income increase through property tax.  The 

increased income by way property tax every year is not in proportionate with the increase in expenditure. 

 

5. Summary and conclusion 
This study address the issues of income and expenditure of three ULB under Tanjavur districts. 

However the study has some limitations such as  

1. The study is based on secondary data obtained from the published and unpublished official reports and 

as such its finding depends entirely on the accuracy of such data. 

2. Only few ULBs have taken in this study. 
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However, all these limitations, do not, in any way, affect the worth of this research work. In future 

study more ULBs from Tanjavur region can be taken. Further it is suggested to use ratios such as dependency 

and decentralization ratios for comparisons. 
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