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I. INTRODUCTION 
The National Capital Territory (NCT) of 

Delhi is covers an area of 1484 sq. km and has a 

population of above 11 millions, the second largest 

population after Mumbai. It has been divided into 

five municipalities, namely North Municipal 

Corporation of Delhi (MCD- North), MCD East 

(EDMC), MCD- South (SDMC), New Delhi 

Municipal Council (NDMC) and Delhi Cantonment 

Board (DCB).  

The local governance of Delhi has a 

decades old history. In 1862, a Delhi Municipal 
Commission was set up under the Improvement in 

Towns Acts, 1850. Its objective was to look after 

repairing work, cleaning, lighting, construction, etc. 

At that time, the commission covered an area of 3.2 

sq km and a population of 1.21 lakhs. It was 

renamed as Delhi Municipal Committee in 1883. 

After independence, the Municipal Corporation of 

Delhi was constituted under the Delhi Municipal 

Corporation Act, 1957. 10 preexisting local bodies 

and 3 major service agencies were merged under the 

commission to create a unified local body. So, three 

bodies came into existence- MCD, NDMC and 
DCB. In February 2012, the MCD was trifurcated 

into MCD- North, MCD- East and MCD- South.  

The Delhi State Finance Commission gives 

recommendations to the state government regarding 

the distribution of taxes, fees, etc. amongst the local 

bodies. It operates under the Delhi Finance 

Commission Act, 1994. The Delhi Finance 

Commissions are set up for a period of five years. 

Till now, five such commissions have been set up 

and the sixth commission is underway.  The fourth 

finance commission was formulated, but was not 
implemented. Whereas, its recommendations were 

declared ‘discretionary’ for the local bodies.  

I am highly thankful to Mr. Biswajeet Roy, 

DCA MCD- North, for guiding me and providing 

valuation suggestions at every stage of this work.   

 

 

 

II. RESEARCH METHODOLOGY 
The paper provides an account of the 

income and expenditure of the MCD- North, based 

on the latest data available in public domain. The 

data has been collected from the Delhi Statistical 

Handbook, 2020 and 2019. The data highlights the 

actual, revised estimates and budget estimates of 

income and expenditure of various years. The Fifth 

Delhi State Finace Commission document has also 

been studied to understand the dimensions of the 

income and expenditure of the NDMC. The paper 

also provides recommendations for the upcoming 
Sixth Delhi State Finance Commission.   

 

INCOME OF THE NORTH DELHI 

MUNICIPAL CORPORATION 

The taxes that are levied by the MCD have 

been classified into Obligatory taxes and 

Discretionary taxes. According to the Municipal 

Corporation Act, 1957 and the New Delhi 

Municipal Council Act, 1994, Obligatory Taxes 

include property tax on buildings and vacant lands, 

taxes on vehicles and animals, theatre tax, taxes on 

advertisements, duty on transfer of property and 
taxon building plans, and Discretionary Taxes 

include education cess, local rate on land revenue 

(not mentioned in the DMC Act, 1994), professions 

tax, electricity tax, betterment tax, tax on boats (not 

mentioned in the DMC Act, 1994) and tolls.  

MCD- North is levying all the obligatory 

taxes. In case of discretionary taxes, it is levying 

only the electricity tax and tolls. So, it is not levying 

education cess, local rent on land revenue, 

professions tax and betterment tax.    

The Table 1, taken from the Delhi 
Statistical Handbook- 2020, shows the Actuals, 

Revised Estimates and Budget Estimates for various 

heads of income of the MCD- North, for the years 

2018-19, 2019-20 and 2020-21, respectively. The 

fig. 1 shows the share of each each in the total 

revenue pool. Table 2, taken from the Delhi 

Statistical handbook- 2019, also shows the Actuals, 

Revised Estimates and Budget Estimates of 2017-

18, 2018-19 and 2019-20 respectively. Figures 1 and 
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2 show the share of each income head of actuals of 
2018-19 and 2017-18, respectively, in the total 

share. Figure 3 and 4 show the comparison of 

actuals, revised estimates and budget estimates 
accordingly.     

 

Table-1  

 
        Source- Delhi Statistical Handbook, 2020, pg 183     
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Table-2 

 
Source- Delhi Statistical Handbook, 2019, pg 171  

        

Figure- 1 
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Figure-2

 
 

 
 

 
 

EXPENDITURE OF NORTH DELHI 

MUNICIPAL CORPORATION 

The expenditure of Delhi Municipality has been 

divided into 14 major heads- General 
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Education, Medical & Public Heath, Sanitation, 
Public Works (Engineering), Veterinary, 

Horticulture, Land & Estate, Exclusive 

Development Expenses, Maintenance of 

Resettlement Colonies, Other Expenditure and Loan 

Repayment. The Fifth Delhi State Finance 

Commission report states that- “Municipalities are 

required to defray expenditure on their obligatory 

and discretionary functions, as described under their 

respective Acts.” 

As per both the Delhi Statistical Handbook, 2020 
and 2019, the NDMC incurred expenditure under all 

the above heads in 2018-19 and 2017-18, except 

Maintenance of Resettlement Colonies and Other 

Expenditure.  

 

Similarly for the year 2017- 18, the maximum share 

is again of Sanitation (26%), followed by    

    

Table-3 

 
        Source- Delhi Statistical Handbook, 2020, pg 184 
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Table- 4 

 
 

        Source- Delhi Statistical Handbook, 2019, pg 172   
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III. DATA INTERPRETATION 
Income 

The income tables 1 and 2 show that in 

2018-19, increase in the actual External Revenue, 

Rates and Taxes, Revenue from Other Sources and 

Internal Revenue were recorded, vis-à-vis that in 

2017-18. However, the icrease in those incomes are 

marginal. Whereas, the actual Rent, Fees and Fines 

in 2017-18 recorded a decrease in 2018-19, vis-à-vis 

that in 2017-18. Focusing on the actuals of 2018-19, 

it was found that Internal Revenue has the 
maximum share of the total revenue (38%), 
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followed by Taxes and Rates (30%), External 
Revenue (24%), Rent Fees and Fines and Other 

Sources (both roughly 4%). Loan Repayment is nil. 

In case of actuals of 2017-18, the highest share is 

again of Internal Revenue (40%), followed by Taxes 

and Rates (29%), External Revenue (19%), Rent, 

Fines and Fees (8%) and Other Sources (4%). Loans 

is again nil.       

  

The budget estimates for all the heads of incomes 

has been higher than the actuals and revised 

estimates, except the external revenue. 
  

Expenditure 
The expenditure tables of NDMC show 

that the actual expenditure under all heads increased 

in 2018-19, vis-à-vis that in 2017-18. The 

expenditure head’s actual value having the highest 

share in 2018-19 was Sanitation (24%), followed by 

General Administration (22%), Education (20%), 

Health (15%), Public Work and Street Lighting 

(11%), Horticulture (3%), Development 

Expenditure (2%), Community Services (0.5%), 

Veterinary Services (0.4%) and Licensing (0.1%). 
Similarly looking at actual expenditure of 2017-18, 

the maximum share is of Sanitation (26%), followed 

by Education (21%), General Administration ( 

20%), Health (15%), Public Works and Street 

Lighting (12%), Horticulture (4%), Exclusive 

Development Expenditure (1%), Community 

Services (0.5%), Veterinary Services (0.3%), 

Licensing and Land and Estate (0.1%).  The loan 

repayment has been nil, except for the budget 

estimate for 2019-20.  

 

IV. CONCLUSION AND 

RECOMMENDATIONS 
The Delhi State Finance Commission 

recommends the pattern of devolution of the Net 

Tax Collected (NTC) of the Government of the 

National Capital Territory (GNCT), between the 

GNCT and the local bodies. The major components 
of NCT are state excise duty and Value Added Tax 

(VAT). The state finance commission also 

determines the scheme- based transfers to the local 

bodies. The Third Delhi State Finance Commission 

proposed that the 10.5% of the NTC shall be 

devolved and 6% of it shall be scheme- wise 

transfer. Out of the devolution of 10.5%, 5% shall 

be for education, 4% for Basic Tax assignment 

(BTA) and 1.5% for Municipal Reform Fund 

(MRF). The MRF shall be provided on a 

consolidated basis, while the BTA shall be provided 
in the following ratio- 39.98% for South Municipal 

Corporation, 38.94% for North Municipal 

Corporation and 18.6% for East Municipal 
Corporation.  

The Fourth Delhi State Finance 

Commission’s recommendations were not 

implemented, because it required fulfilment of 

certain conditions. The conditions were not found 

feasible, so the recommendations were made 

discretionary. 

The Fifth Delhi State Finance Commission 

required transfer of 12.5% of NTC on a consolidated 

basis, out of which 6% is BTA and 6.5% is scheme- 

based transfer. Out of the BTA of 6%, 3% shall be 
transferred on the basis of the recommendations of 

Third Delhi State Finance Commission (39.98%, 

38.94% and 18.6%) and 3% will be transferred in 

the 65:35 ratio, where 65% will be for EDMC and 

35% for MCD- North.  

The recommendations of the fifth 

commission reduced the share for the MCD- North 

in favour of EDMC. The rationale behind the move 

was that EDMC was a lesser developed municipality 

zone, vis-à-vis the other municipalities. The number 

of workers employed by the MCD- North is the 

highest amongst the five local bodies of Delhi. 
Currently, the number of employees is above 57000. 

The liability of the MCD- North is also the highest. 

For instance, its monthly salary liability of the 

employees is above Rs. 350 crores. Whereas, the 

liability position of EDMC is the lowest. 

This is to recommend for the upcoming 

Sixth Delhi State Finance Commission to increase 

the share of MCD- North in the devolution, owing 

to its large liability position and large number of 

employees. SDMC, being situated in the well- off 

region of Delhi, is able to raise larger revenue from 
its internal sources. EDMC undoubtedly needs 

larger revenue owing to its large population density 

and being relatively lesser developed than the other 

municipalities, but its liability is low. Hence, the 

upcoming Finance Commission should consider 

increasing the share of MCD- North in the tax 

devolution.          
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