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Metropolitan Finances In India:  The Case of 
Mumbai

• Introduction: Making Metropolis an Engine of Growth 
and Sustainable development.

• Mumbai – The Maximum City; Mumbai Metropolitan 
Region and Municipal Corporation of Greater Mumbai.

• Assignment System: Overlapping functions and lack if 
autonomous sources of Finance.

• Fiscal trends in MCGM:  Some salient features;
• Critical Issues in Infrastructure and Public Service 

delivery in Mumbai.
• Reform Challenges in metropolitan Finance and service 

Delivery;
• Concluding Remarks. 



Urban Agglomerations: Engines of Growth
• Metropolitan regions: Leading edges of economic 

dynamism;  They create agglomeration economies, 
generalised externalities interaction centres and knowledge 
and innovation hubs.

• SDGs:  sustainable cities and communities, (Goal 11), 
eradication of poverty (Goal 1), provision of clean water 
and sanitation (Goal 6), and creating enabling environment 
of industry, innovation and infrastructure (Goal 9).

• The extent to which this will happen depends on how 
swiftly they can respond to changing requirements of 
productive sectors and urban population by providing a 
wide range of services;

• This paper is about the problems of metropolitan finance 
and service delivery in one of the most complex urban 
agglomerations in India: Mumbai.



Urbanization in India
• According to 2011 Census, India had 370 million urban 

people spread over 7935 cities and is projected to increase 
to more than 600 million in 2011. 53million + cities 
constituting 43% of urban population; 3 megacities.

• “By all accounts, urbanization will define the trajectory of 
Indian development…” Economic Survey 2017-18.

• Under-urbanization in India:  Plausible explanations: 33% as 
against the expected 44%; Inherent bias underestimating 
urbanization; High transaction cost of mobility due to 
distorted rental housing market; Rural focussed 
programmes; lack of access to information; lack if skill set 
needed for urban employment; slower pace of job creating 
industrialization.

• Coming years are likely to see faster pace of migration to 
metropolitan areas.  Need to meet the challenge.



Urbanization and Per capita GDP in Developing 
Countries



Mumbai:  The Maximum City
• Most globalized city in South Asia: Financial centre, commercial hub and 

entertainment capital – 12th richest, 50th in urban infrastructure and services and a 
lowly 15 in quality of life. 

• Underperforming: poor infrastructure, defective and deficient urban planning 
(Pethe, 2010), creaking public transport, lack of affordable and accessible rental 
housing and proliferation of slums.

• History of Mumbai: Seven islands and 22 hills: Portuguese landed in India in 1498 
– The native Gujarat leaders ceded the islands to Portuguese, Given as a dowry to 
east India Co when Prince Charles II married Catherine Braganza of Portugal in 
1661.  The islands were joined by spreading the hills on the shallows.

• Island/ peninsular city with the city centre located in the island and workers 
commuting from outside the region. Heavy demand on transportation. And 
overcrowding in the city centre.

• MMR and MCGM:  
• MMR most powerful city agglomeration.  4355 Kms 8 Municipal Corporations, 9 

Councils and 1000 villages.  Population in 2011  was 20.75 million and current 
population estimated at 22 million.   MMRDA responsible for planning and 
balanced development.  2% population 7% GDP.  

• MCGM: 437 sq. kms (1/10th of MMR) but has 53% of population (12.3 million). 
Density of population – 28575/sq.km. Population growth -7.6% in central city and 
8.3 per cent in the suburbs.  Overall growth 3.9 per cent). 





The Issues
• With 28575 per sq.km, one of the highest densities.
• Enid Slack: One Tier Fragmented Governance Model”.  MMR 

governed by a number of autonomous municipal bodies and a 
number of parallel institutions with different geographical 
coverage providing services.

• Overlapping jurisdictions between MMR and MCGM;
• MMRDA and MPC.
• MSRTC and BEST;
• Maharashtra Housing and area development authority and 

Slum Development authority.
• Rent Control Laws and Uniform FSI.
• Consequence of the above: 

– Shortage of affordable rental housing to the new tenants;
– Proliferation of slums;
– Informal markets including markets for deciding cases;  



The Assignment System
• Assignment should be according to comparative advantage and 

there should be a Wicksellian Link.
• 74th Constitutional amendment – (243 I – ZF), 
• Schedule 12: 18 functions to be devolved at the discretion of the 

states.  No clarity;  
• No specific list of taxes.  The state government has to devolve the 

taxes at its discretion. 
• Transfers to be recommended by the state Finance Commissions;
• In Maharashtra all 18 functions have been devolved. But ambiguity 

in assignments – mix of local public goods and other agency 
functions;  Concurrency with higher level governments; some with 
parastatals; some Central government agencies.

• Lack of autonomy in determining the tax bases and rates assigned 
to the Corporation.   Octroi most productive and liquid source; 
abolition and compensation. 



Fiscal Trends in MCGM.
• Complicated budgets – Reforms to make it simpler. Commissioner’s 

statement initiating the reform : “budget had, over the years become huge, 
unwieldy and unintelligible to the laymen” and it had become, “……an 
accountant’s delight and layman’s nightmare”.

• (i) MCGM Expenditures as a ratio of DDP is 6.5 per cent.  Declined from 
8.6% in 2012-13 to 6.5% in 2016-17.  

• (ii)  Both revenue and capital expenditures declined , the latter at a faster 
rate; the ratio of capital expenditure in the total has declined from 21.1 per 
cent in 2012-13 to 15.3 per cent in 2016-17.  

• (iii) Administration and establishment spending ratio of total expenditure 
has remained stable at about 35 per cent throughout the period.  

• (iv) Capital expenditures are financed by the revenue surpluses and 
contributions from various funds.  The Corporation does not borrow. 
Volume of capital expenditures is much lower than what is required. Thus, 
urban public services and infrastructure are inadequately provided. 

• (v) Only one- tenth of the revenue raising potential is exploited  
• (vii) Decline in per capita exp even in nominal terms after 2014-15



Fiscal Trends
• (vii) The budget balance represents a low level equilibrium 

as the provision of many urban public services is 
inadequate and sub-optimal.

• Low level of capital expenditures – 20%.
• Declining expenditures in per capita terms after 2014-15 

even in nominal terms – capital expenditures device more 
than revenue expenditures.

• Overestimation of capital expenditures; incapacity to 
execute projects. (2016-17 Budget estimate 130 billion –
actual 39 billion.

• Carryover works and pending bills – In 2017-18, of Rs. 77.8 
billion capital expenditure carryover works amounted to Rs. 
33 billion.

• Pending bills 150 million in 2013-14,  Ballooned to Rs. 11.7 
billon in 2017-18.



Revenue Trends
• Declining revenues from 8.3% DDP in 2013 to 7% 

in 2017.  Tax revenue declined from 48% to 45%.
• Property taxes only 10-15% of total revenues.  

Octroi contributed 27%.
• Reform of property taxes is stuck due to Rent 

control act.
• Abolition of octroi and compensation at 7% 

escalation.
• Revenue from fees only 27%.  Low collections 

from advertisement hoardings, parking fees and 
other fees.

• Low and unpredictable grants .



Table 1: Fiscal Trends in MCGM 
(Per cent of Gross District Development Product)

Particulars FY13 FY14 FY15 FY16 FY17
Sources of Revenue
(i) Tax Revenue 3.96 3.61 3.42 3.33 3.13
(ii) Assigned Revenues & Compensation 0.00 0.01 0.01 0.02 0.00
(iii) Rental Income from Municipal Properties 0.03 0.02 0.02 0.02 0.02

(iv) Fees & User Charges 1.94 2.43 2.40 2.46 1.93
(v) Sale & Hire Charges 0.00 0.00 0.01 0.01 0.01
(vi) Rev Grant, Contribution &Subsidies 0.12 0.13 0.13 0.12 0.09
(vii) Income from Investments 0.55 0.44 0.44 0.49 0.49
(vii) Interest Earned 0.03 0.05 0.05 0.04 0.03
(viii) Other Income 1.60 1.49 1.71 1.34 1.25
Total Revenue Receipts 8.23 8.19 8.19 7.83 6.95
Items of Expenditure
1. Revenue Expenditure
(i) Establishment Expenses (mainly salaries) 2.79 2.50 2.54 2.27 2.07

(ii) Administrative Expenses 0.19 0.17 0.21 0.18 0.21
(iii) Operations & Maintenance (civic amenities) 0.71 0.70 0.71 0.68 0.67

(iv) Interest & Finance Expenses 0.04 0.04 0.04 0.02 0.01
(v) Programme Expenses 0.04 0.04 0.04 0.04 0.05
(vi) Rev Grants, Contribution & subsidies (contribution 
to funds)

2.46 2.95 2.78 2.35 2.11

(vii) Provisions and Write off 0.08 0.02 0.12 0.03 0.05
(viii) Depreciation 0.49 0.47 0.41 0.36 0.36
(ix) Total- Revenue Expenditure 6.79 6.88 6.84 5.91 5.52
2. Total Capital expenditure 1.81 1.43 1.65 1.39 1.00
Total Expenditure 8.61 8.31 8.49 7.30 6.52



Table 3: Income of MCGM from Different Sources
(Per cent of DDP)

Particulars FY13 FY14 FY15 FY16 FY17
Per Cent of DDP

Property Tax 0.34 0.34 0.37 0.40 0.34
Water Tax 0.31 0.28 0.35 0.39 0.31
Sewerage Tax 0.24 0.27 0.32 0.40 0.30
Octroi & toll 2.66 2.37 2.10 1.80 1.88
Miscellaneous 0.41 0.34 0.29 0.34 0.31
Total tax revenue 3.96 3.61 3.42 3.33 3.13
Fees & User Charges 1.94 2.43 2.40 2.46 1.93
Income from Investments 0.55 0.44 0.44 0.49 0.49
Revenue Grants 0.12 0.13 0.13 0.12 0.09
Miscellaneous Income 0.06 0.09 0.09 0.09 0.06
Other Income 1.60 1.49 1.71 1.34 1.25
Total Non-tax revenues 4.27 4.58 4.77 4.50 3.82
Total Income 8.23 8.19 8.19 7.83 6.95

Per Cent of Total
Property Tax 4.13 4.19 4.52 5.13 4.83
Water Tax 3.76 3.41 4.22 4.96 4.48
Sewerage Tax 2.96 3.30 3.92 5.08 4.32
Octroi & toll 32.31 28.96 25.61 23.02 27.00
Miscellaneous 4.98 4.20 3.53 4.30 4.40
Total tax revenue 48.14 44.06 41.80 42.49 45.02
Fees & User Charges 23.56 29.67 29.27 31.48 27.69
Income from Investments 6.72 5.37 5.37 6.21 7.09
Revenue Grants 1.40 1.64 1.64 1.60 1.36
Miscellaneous Income 0.77 1.07 1.09 1.15 0.90
Other Income 19.41 18.20 20.83 17.07 17.93
Total Non-tax revenues 51.86 55.94 58.20 57.51 54.98
Total Income 100.00 100.00 100.00 100.00 100.00



Issues in Public Service Delivery
• Low level equilibrium – need for large investments, legal 

and governance reforms.
• Affordable housing affected by clutches of outmoded laws 

– Geography FSI (1.3), TDR and Rent control act. 
• Shrinkage of affordable rental housing: 1961- Rented and 

owner occupied  houses were equal; In 2010 – rented 
accommodation only 5%. 

• Proliferation of slums: 42% slum population in Mumbai city.
• Suburban living and commuting; heavy demands on 

transportation. 
• Informal markets for rental housing, eviction etc;
• Poor property tax collections, inequity and lawlessness.



Poor Record of Public Service Delivery

• Water supply: Daily requirement according to WHO norms (50 
litre/person/day) 3900 million litres; actual supply far less;

• Aging pipe water network  -contamination, unreliability and 
irregular supply.  Only a few slums get water for 1-2 hrs.  During 
monsoons, 50 per cent of the water gets contaminated.  

• Largest sewerage system - in operation for over 130 years, much of 
it is open and underground sewerage has been tardy; 7 zones. 
Master plan prepared in 2002 but not implemented until 2016.

• Solid waste management: lack of planning and implementation-
ban on construction work by Bombay High Court in march 2016 –
lifted in March 2018. 

• Education and healthcare are two areas where things seem to be 
better mainly due to PPPs.

• Transportation is handled by a separate agency.
• The general satisfaction with public services is poor.



Reform Issues
• Lack of clarity in the assignment system; Ambiguity; parastatals , GOL institutions;
• No separate list of taxes – lack of revenue autonomy; Octroi compensation inadequate.  
• Revenue reform. Property taxes – development fees – user charges – parking fees.  
• Need for more revenue handles – revenue from stamp duty and registration fees – piggyback 

levy on GST are other options. Profession tax;
• Need to get rid of Rent Control Act and have a higher FSI in the central district to enable high 

rise buildings.
• Poor record of SFCs – Need to have adequate, regular grants.
• PPP for roads, water supply systems. 
• Need to access bonds for building infrastructure.
• Monetising the land.
• The plans prepared by MMRDA and MPC are not in harmony. There is hardly any vision of 

development or projection of infrastructure and service needs and investment requirements, 
prioritising projects and linking investment for them in annual budgets.

• Need for budget reform to simplify and make it realistic and transparent. Carry over bills 
should not burden budget implementation;

• Need to deal with affordable housing and slum rehabilitation on a war footing.  Political 
problem.  

• Improving public service delivery – water supply, sanitation, solid waste management 
depends on mobilising more resources and building capacity.

• Urban observatory – real time data.



Concluding Remarks
• Focus on Metropolitan Finance is opportune; 

Critical to achieve SDGs.  
• Most problems highlighted in Mumbai are 

applicable to other cities.  In fact in most 
other cities the problems of public service 
delivery is much more acute due to paucity of 
finances.

• Need for urgency in reforms before it becomes 
unmanageable.


