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INTRODUCTION
1

Lack of adequate financial resources and accountability 
at the ULB level directly impacts the quality of 
infrastructure and services. If the ULBs were to tap 
into their own revenue streams more efficiently, there 
is scope for achieving financial self-sufficiency and 
sustainability. The creation of a Municipal Financial 
Blueprint can be a positive step towards realising these 
goals.
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India’s urban infrastructure is estimated to require Rs.40 trillion of investments in a 20 year 

period from 2011 to 2031. Today, municipal revenues are approximately Rs.1.5 trillion and 

account for approximately 1% of the country’s GDP as against 6%+ in Brazil, South Africa, etc. 

Of this Rs.1.5 trillion, own revenues (both tax and non-tax revenues) of ULBs are estimated 

at around a third, with a large chunk of municipal revenues coming from central and state 

government grants. However, even the Central and State Governments will be able to meet 

only a part of the capital requirement.

Lack of adequate financial resources (for both capital expenditure and operations and 

maintenance expenditure) and accountability for such financial resources directly impacts 

the quality of infrastructure and services. Creating a Municipal Finance Blueprint would help 

to achieve two goals for ULBs 1) financial self-sufficiency and 2) financial accountability as 

key enablers of transformation in quality of infrastructure and services. The six components 

of a Municipal Finance Blueprint are:

1.  Integrated Institutional Design covering

      a.    Integrated view of city’s finances

      b.    Integrated treasury management

2.  Fiscal Decentralization covering:

       a.	 Widening of Municipal revenue base

       b.	 Control over tax rates and capital values, for revenue buoyancy

       c.	 Independence to Municipalities for budget setting and expenditure

       d.    Greater powers to Municipalities to tap financial instruments such as Municipal    

              Bonds

3.   Revenue Optimisation covering:

      a.	 Review and reform of bases of assessments of municipal revenue streams

      b.	 Study and benchmark collection efficiencies across municipalities

      c.	 Review and optimise Return on Assets and balance sheet management
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4.  Fiscal Responsibility and Budget Management covering:

      a.	 Revenue optimization through improved collection efficiencies, higher Return on       

              Assets

     b.	 Robust financial reporting

     c.	 Medium Term Fiscal Plans

     d.	 Better quality budgets

     e.	 Citizen participation in budgeting and civic works

     f.	 Robust internal controls and operational risk management

5.  Transparency and Accountability covering:

      a.     Laws that enable timely publication of financial and operational information in the 

             public domain; redressal mechanisms for non-compliance

6.   Institutional Capacities covering:

      a.	 Availability of adequately skilled human resources

      b.	 Information systems supporting the same
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Looking at Fiscal Responsibility and Budget Management (point 4 in Blueprint), revenue 

optimization can help ULBs achieve self-sufficiency. Municipalities thus need to invest in 

improving the state of their own revenues. Presently, property tax forms the principle source 

of own revenue across most of the ULBs. However, there are indications that collection 

inefficiencies lead to reduced revenues. One of the reasons for these inefficiencies is the lack 

of institutional capacities (both human and technical). This study will focus on the experience 

of the Ranchi Nagar Nigam in addressing the Institutional Capacities component of the 

Blueprint enunciated above, and how their novel approach of outsourcing tax collection 

has helped improve their own revenues and enhance financial sustainability. The study has 

been done with the motive of learning from the challenges faced by Ranchi and building a 

sustainable and replicable best practice model.
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STATE OF MUNICIPAL 
FINANCES IN 
JHARKHAND

2

ULBs in Jharkhand meet 55% of their total 
expenses from State and Central government 
grants. Their per capita capital expenditure 
is one of the lowest in the country despite 
significant growth in urban population. The low 
percentage of collection to target ratio for all tax 
revenues indicates the collection inefficiencies 
prevalent across all ULBs. One reason for these 
inefficiencies is the acute shortfall in staffing 
of the revenue departments.
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In Jharkhand, there are 44 ULBs viz. six Municipal Corporations (M. Corps), 19 Municipal 

Councils (MCs), 16 Nagar Panchayats (NPs), one Nagarpalika and two Notified Area 

Committees (NACs). Jharkhand’s urban population growth from 2001-11 was a whopping 

24%. This has increased the need for capital expenditure by ULBs. However, the per capita 

capital expenditure in FY 17 was Rs. 533 which is one of the lowest in the country (Refer to 

Chart 1). This could partially be addressed by improving revenue generation in Jharkhand. 

A deep dive into the sources of revenue is presented in the next section.

ULBs in Jharkhand are significantly dependent on Central and State Government 
grants- to the extent of 49% of total revenues, while tax revenues in the form of property 
tax (80% of tax revenue), water tax, etc. contribute only 22%. Fees and user charges 
contribute 19%, with rental income and other revenues (including income from interest) 
contributing 4% and 6% respectively. (Refer to Chart 2)

Furthermore, the Annual Technical Inspection Report on Local Bodies (2016) by the 
Accountant General (Audit) of Jharkhand states that revenues of ULBs through own 
sources against total receipts during 2011-12 to 2015-16 ranged from 9% to 14%, indicating 
that the ULBs were mainly dependent on grants.

In the context of low per capita capital expenditure done by Jharkhand, a boost in own 
revenues can further the goal of self-sufficiency and help in providing better quality of 
life to citizens.

Chart 1: Comparison of state wise Per Capita Capital Expenditure (in Rs.)

533
915
1070

2036
2116
2244

2540
2648

2848
3023
3043

4241
8113

Jharkhand
Andhra Pradesh
Goa
Rajasthan
Kerala
Telangana
Haryana
Karnataka
Punjab
Gujarat
Tamil Nadu
Himachal Pradesh
Maharashtra 

Source: CAG reports for all states except Jharkhand; Data for Jharkhand from audited Financial statements for 

FY 17 of 39 out of 44 ULBs

Overview 

Sources of Revenue

2.a

2.b
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Table 1: Contribution of Own revenues to total expenditure (Rs in lakhs)

Table 2: Collection of Own Revenue against Demand (Rs in lakhs)

Own revenue % by ULB type

ULB Type Own Rev Total Exp %

Municipal Corporation  12,212 17,786 68.7

Municipal Council  5,798 12,775 45.4

Nagar Panchayat  650 1,474 44.1

Notified Area Committee  875 3,325 26.3

Total  19,535 35,361 55.2

Year Property Tax Tax on Offensive or 
Dangerous Trade Shop rent

ULB 
Type Target Collection % of 

Target Target Collection % of 
Target Target Collection % of 

Target

2011-12 1487 615 41% 5 0.58 12% 81 44 54%

2012-13 1983 471 24% 10 2.92 28% 124 92 74%

2013-14 2097 643 31% 11 2.12 20% 233 92 39%

2014-15 1910 627 33% 9 3.97 43% 237 89 38%

2015-16 2645 848 32% 11 3.9 35% 305 113 37%

Source – ULB Financial statements

Source: Annual Technical Inspection Report on Local Bodies 2016 by the Accountant General (Audit), Jharkhand

6%

49%

19%

4%

22%

Chart 2: Sources of Revenue

FY17

Other Revenue

Grants

Fees & User Charges

Rental Income

Tax Revenue

Own revenues include tax revenues, rental income and fees and user charges and have 

contributed 55% of the total expenses (excluding depreciation) during FY17. Own revenue 

% is highest for Municipal Corporation at 68.7%, while notified area committees seem to 

heavily rely on grants for their day to day operations. (Refer to Table 1)

Deep Dive into Own Sources of Revenue2.c
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The poor collection efficiencies of own revenues as seen in the Table 2, is largely a result of 

the significant vacancies across all ULBS in the state. The CAG report points out that around 

70 per cent of sanctioned posts were vacant (1,548 out of 2,212 as of 31 March 2016). Such 

short staffing, especially in revenue departments has a crippling effect on the ULB revenues. 

Firstly, it leads to gaps in enumeration due to which properties fall outside the tax net. 

Secondly, it causes shortfalls in assessment of enumerated properties and finally, shortfall 

in collection of dues against demand. Therefore in order to improve revenue collection it is 

imperative to plug the shortfall in staffing to improve coverage. (Refer to Table 3)

Collection inefficiencies is one piece of the larger puzzle that can help in improving 

own revenues in Jharkhand. Ranchi Nagar Nigam tried plugging these inefficiencies 

by outsourcing property tax collection to a third party private agency. This novel model 

adopted by Ranchi is the central use case for this report and is explored in detail in the 

next section.

Table 3: Sanctioned vs Actual staff in positions in ULBs

ULB Type Area Sanctioned 
Strength Filled Vacancy %

Corporation Chas 29 2 93%

Corporation Deoghar 337 131 61%

Corporation Sahibganj 210 61 71%

Municipality Jugsalai 143 34 76%

Nagar Parishad Adityapur 48 10 79%

Nagar Parishad Chaibasa 139 43 69%

Nagar Parishad Chatra 90 21 77%

Nagar Parishad Dumka 224 35 84%

Nagar Parishad Giridih 310 77 75%

Nagar Parishad Gumla 36 10 72%

Nagar Parishad Jhumritilaya 82 27 67%

Nagar Parishad Madhupur 156 68 56%

Nagar Parishad Medini Nagar 195 76 61%

Nagar Parishad Chirkunda 12 1 92%

Nagar Parishad Garhwa 44 15 66%

Nagar Parishad Godda 21 21 0%

Nagar Parishad Pakur 26 18 31%

NAC Jamshedpur 55 7 87%

NAC Mango 55 7 87%

Source: Annual Technical Inspection Report on Local Bodies 2016 by the Accountant General (Audit), Jharkhand
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THE CASE OF RANCHI 
NAGAR NIGAM

3

Ranchi entered into an agreement with a 
private agency for enumeration of properties 
and collection of property tax in 2014. Within 
a period of three years, the property tax 
collection in Ranchi increased more than 
fourfold and the number of properties 
brought under the tax umbrella jumped by 
67%. The implementation of this initiative 
was not without its problems, but the results 
are promising enough to warrant further 
analysis.
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Ranchi is the capital of the state of Jharkhand, and is the most populous city of the state. 
As of 2011 Census of India Ranchi Nagar Nigam has a population of 1,120,374, making it the 
46th largest city in India. Ranchi also features under the Smart Cities Mission and AMRUT 
of the Government of India.

Like other ULBs in Jharkhand, Ranchi has limited sources of own revenue. Property tax is 
the most important individual revenue source for Ranchi. Property tax (also called general 
purpose tax or general tax) is a generic term, which often includes not only property tax but 
also a variety of service taxes and cesses, such as water tax, sewerage tax, scavenging tax, 
drainage tax, conservancy tax, education tax, fire tax, education cess and tree cess.

A good property tax system is predicated on five pillars-identification, inventory 
management, assessment, collection, and enforcement mechanisms. The Thirteenth 
Finance Commission estimated that the collection efficiency for property taxes for India 
stood at 37%. For Ranchi MC the collection efficiency ranged between 15 to 24 per cent.This 
shows that challenges existed in at least one if not more of the above mentioned pillars.

On further study, it was evident that deficiencies existed in the current system on account 
of inefficient assessment, information management and administrative systems. These 
deficiencies did not allow for full exploitation of the revenue potential. One of the root 
causes of this can be lack of institutional capacities which was analysed further.

Ranchi Nagar Nigam was encumbered by inadequate number of tax collectors, and 

staffing has not kept pace with the growth in the number of properties in the city. Here we 

analyse the period of 2010-13, before Ranchi outsourced assessment and collection. During 

the period 2010 to 2013, the tax collections by Ranchi Nagar Nigam, remained stagnant at 

around Rs. 5 to 6 crores even as the city was growing rapidly.(Refer to Table 4)

Background

Impact of Inadequate Staffing 

3.a

3.b

Table 4: Property Tax Collection in Ranchi Nagar Nigam

FY 2010 2011 2012 2013

Property tax (Rs Cr) 5.5 6.0 5.3 5.9

Source: Ranchi Nagar Nigam
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The inadequate number of tax collectors in the revenue department affected identification, 
assessment, collection and enforcement, leading to limited expansion of the tax base and 
poor collection efficiency from identified properties. (Refer to Table 5)

In light of the inefficiencies articulated above, Ranchi Nagar Nigam decided to take a step 
towards plugging the inadequate staffing problem in the hope of taking care of 2 of the 5 
pillars of a good property tax system namely, identification and collection.

Table 5: Property Tax Collection in Ranchi Nagar Nigam: Key Figures

FY 2010 2011 2012 2013

Number of Tax collectors 26 23 22 22

Number of properties 86,000 89,000 92,000 94,000

Growth in assessment base - 3 % 3 % 2 %

Number of Properties per collector 3,308 3,870 4,182 4,273

Source: Ranchi Nagar Nigam

In 2014, Ranchi Nagar Nigam entered in an agreement with a private agency for providing 
managed services for collection of tax and other charges from properties within the 
jurisdiction of the ULB. An agency was selected through a tender process and entrusted 
with the task of Property Enumeration i.e. ascertaining and bringing more properties in the 
property tax ambit and Revenue Collection.

The private agency deployed a team of over 148 personnel,including supervisors and 
managerial staff, across the 55 wards in the city. These areas were earlier serviced by only 22 
collectors. (Refer to Chart 3)

Implementation of Public Private Partnership3.c
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Detailed process followed by the agency for collection is as follows-
»» Assessment of properties

      1.    Collect required information and assess properties as per the self-assessment form           
            provided by ULB in accordance with act, rules and regulations.
      2.   Develop a database as per the information received in the self-assessment form 
            and update the same on current basis.
      3.   Update the database with other information including last payment details and 
            photocopy of Receipt collected from owners and generate Unique Property ID 
            under the supervision of ULB officials.

»» Collection
      4.   Generate demand notice in real time using handheld devices linked with back 
             office and banking records.
      5.    Collect Cash / Cheque / Demand Draft from assessee.
      6.    Print the Receipts in triplicate for: Assessee /ULB/Agency.
      7.     Update database in real time and issue SMS confirmation with details of amount 
              received and mode of payment.

Project Director

Project Manager

Additional Project
Manager

Deputy Project
Manager

Team Leaders Telecalling
Executives

Asst. Team
Leaders

Back Office
Executives

Tax
Collectors

Water User
Charge Collectors

Trade License
Fee Collectors

Floor Manager

1

1

1

12

5 7 10

10

10 1288

Chart 3: Organisation Chart of Project team in PPP Model for tax collection
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»» Funds Deposit
       8.	 Deposit the collected Cash/Cheques/Demand Drafts within 24 hours from the 
              time of collection to the approved ULB account.
       9.	 Generate SMS of deposit of Cash or clearance of Cheque to assessee and report to  
              ULB.

»» Grievance Redressal
       10.	 Set up an Online Helpline, Chat, SMS and Telephonic service during working hours, 
              for grievance redressal
       11.	 Maintain complete audit trail about the recorded feedback/grievances/enquiry to  
              ULB periodically.

»» Information Management
       12.	 Maintain record of payment history in digital format.
       13.	 Maintain a DCB (Demand Collection and Balance) format and report the same to 
              ULB.
       14.	 Provide Web Based Dashboards for ULB staff and Management for viewing the 
               completed/pending tasks and able to generate various reports related to       
               assessment, demand, balance and collection etc.

These steps drastically enhanced the coverage of properties by each tax collector. The 

number of properties to be covered by each tax collector dropped significantly from 4,273 

to around 873 on average. This enabled better coverage and follow up by the collector 

which was not feasible earlier. (Refer to Table 6)

Within a period of 3 years the property tax collection in Ranchi increased more than fourfold 
from 9 crores in 2014 to 43 crores in 2017. (Refer to Table 7)

Impact on Collection and Coverage3.d

Table 6: Property Tax Collection in Ranchi Nagar Nigam through PPP: Key Figures

FY 2014 2015 2016 2017

Number of Tax collectors deployed by Agency 110 110 110 110

Number of properties 96,000 100,000 103,000 160,000

Growth in assessment base 2% 4 % 3 % 55 %

Number of Properties per collector 873 909 936 1,455

Source: Ranchi Nagar Nigam

Table 7: Improvement in Property Tax Collection in Ranchi Nagar Nigam through PPP

FY 2014 2015 2016 2017

Property tax (Rs Cr) 9 11 12 43

Source: Ranchi Nagar Nigam
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Better coverage and professional supervision resulted in a significant jump (CAGR of 27% in 

8 years) in the collection of revenues for Ranchi Nagar Nigam.

As per the financial terms of agreement, the agency had to be paid 15% of the total 

collections subject to target achievement. (Refer to Table 8)

The assessment base of properties under the tax next jumped from 96,000 properties 

across all wards to 1.6 lac properties, a growth of 67 per cent. (Refer to Chart 4)

2010 2011
Number of properties Property Tax Collecion (Rs Cr)

2012 2013 2014 2015 2016 2017

86,000 89,000 92,000 94,000 96,000 1,00,000 1,03,000

1,60,000

5.5 6 5.3 5.9
9

12

43

11

Chart 4: Improvement in collection and coverage

Table 8: Improving trend in Tax collection
Division FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017

Tax Revenue (Rs) 5.5 6 5.3 5.9 9 11 12 43

Cost of Collection 
(Agency Fee) 1.4 1.7 1.8 6.5

Net Revenue 5.5 6.0 5.3 5.9 7.7 9.4 10.2 36.6

Growth 9% -12% 11% 30% 22% 9% 258%

Note- It is observed that the impact on value and volume of collection was much higher in 
FY’17 while the growth was comparatively flatter from FY14 to FY16. As per the information 
shared by the agency, the possible reasons for this could be-
•	 When the agency was on boarded, the poor quality of the property records posed 

significant challenges to the field staff in identifying the right addresses. The records 
had no address details or contact information such as phone numbers, PIN code. They 
were mostly limited to property owner name and ward name.

•	 For the first few years, the agency was asked to focus on cleaning up the existing 
database and fill in the missing information such as phone numbers, detailed addresses 
etc. 

•	 It is only in the third year of the project (FY 2016-17), that the agency focused on increasing 
the assessment base by identifying properties that were not part of the database. This 
resulted in significant increase in tax collection in 2016-17.

Also, there is no available information on collection split by pending vs. current demand 
which can also corroborate for the steep rise in collection in FY 17. This data should be 
maintained and shared for a better understanding of the impact of outsourcing.



20

CHALLENGES AND 
RECOMMENDATIONS

4

Challenges exist in the model adopted by 
Ranchi MC like delay in payments to the 
agency, cash handling risk, resistance of 
citizens to outsourcing, etc. Using a more 
digitally informed model like using GIS 
system for enumeration and assessment, 
encouraging digital payments as opposed 
to cash collection and making payment 
reports available in the public domain can 
help reduce the risks and make it a more 
sustainable and replicable model.
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Despite the significant success demonstrated by the increase in collections, several 

challenges exist which if plugged can make it a sustainable model.

1.	 Delay in payments to the Agency: Given the resource driven nature of the projectdriven 

by paid field personnel, any delays in payments affects the cash flow of the operation 

and therefore payments to the ground staff. This may not only impact the efficiency of 

the staff but also impact the process of regular follow ups and closure of payments.

2.	 Dependence on door to door collection: Offering citizens to door step pick up 

ofpayments could lead to the unfortunate consequence of building dependence on this 

service. If this service is discontinued at a future date, citizens are likely to discontinue 

regular payments. Encouraging digital payments over door to door cash collection 

could be an effective solution. More details are provided in recommendations.

3.	 Cash handling risk: The field personnel handle significant amounts of cash on 

a dailybasis which increases the risk of theft, loss and pilferage. Encouraging digital 

payments over door to door cash collection could be an effective solution. More details 

are provided in recommendations.

4.	 Resistance to outsourcing: Years of laxity in tax collection has resulted in 

significantnumber of properties being left out of the tax net and a culture of non-

payment of taxes is likely to have set in among citizens. Engagement of a private 

agency to increase the tax net has resulted in inclusion of properties that were hitherto 

not paying any taxes for many years. Many citizens are also likely to take umbrage 

at frequent follow-ups, reminders and other collection practices by the agency staff. 

This has resulted in a build-up of resistance against outsourcing including political 

objections.

5.	 Inefficient method of Identifying property: The online dashboards and 

reportsmaintained by the agency provide information on revenue collections at an 

aggregate level, however it does not provide data at the level of individual property. Use 

of a GIS based system to identify and provide a unique id would help to track collections 

at the property level and improve efficiency in the long term. More details provided in 

recommendations

Challenges Of The Ranchi Model4.a
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Recommendations4.b

Current Practice Recommended Improvements 

Assessment of Properties

Collect required information and asses
properties as per the self-assessment
form provided by ULB in accordance with
act, rules and regulations.

Use GIS based system to identify all proper-
ties and provide a unique id to map each
property and track collections at individual
property level

Develop an online application/software,
create and update the database on
current basis from physical assessment
forms received by ULB.

Make the reports available in the public
domain

Enter and update the software system in
respect of assessment and other infor-
mation including last payment details
and photocopy of Receipt collected
from owners and generate Demand and
Unique Property ID under the supervision
of ULB officials.

Mandatorily collect and update database
with contact information such as mobile
number, email id for all properties.

Collection

Collect Cash / Cheques / Demand Drafts 
from assessee.

•	 Recommend ceasing of cash collection 
by agency staff to encourage digital 
payments by citizens through mo-
bile wallets or online payment to the 
Mu-nicipality directly.

•	 Agent to facilitate / assist online pay-
ment at door step.

•	 Cash payment to be accepted at 
col-lection centres managed by Munic-
ipal-ities only

•	 The agency should continue to be 
paid for total collections irrespective of 
the channel of payment, which would 
incentivize them to encourage online 
payments



Impact of use of managed services in tax collection in Ranchi Municipal Corporation 

23

Current Practice Recommended Improvements 

Funds Deposit

Deposit the collected Cash/Cheques/
Demand Draft within 24 hrs. from the
time of collection to the approved ULB
account.

Cash collection to be discontinued

Grievance Redressal

Set up an Online Helpline, Chat, SMS and 
Telephonic service during working hours, 
for grievance redressal

•	 Strengthen call center and increase 
responsibilities to proactively call, 
remind and encourage citizens to pay 
tax online

•	 Categorize accounts into soft, medium 
and hard as well as high value and low 
value based on pendency of tax dues, 
tax amount

•	 Customize frequency of engagement 
and and tone and tenor of commu-
ni-cation based on the categorization 
( for eg: VIPs, wilful defaulters, corpo-
rates, etc)
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CONCLUSION
5

Cities should sharply focus on improving 
collection efficiencies, explore technology 
and outsourcing solutions to enable the same. 
The promising results of the Ranchi model 
display a case for engaging private agencies 
in running daily operations of the ULBs. A 
more digitally informed approach can make 
the existing model more sustainable.
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A good property tax system is predicated on five pillars-identification, inventory 
management, assessment, collection, and enforcement mechanisms.Arguably the single 
most important governance issue for India’s cities presently is that of urban capacities, 
which impacts all the five pillars mentioned above. Huge vacancies in ULBs is a widely 
prevalent issue across all states in India.

The HR policies are often outdated and HR systems and processes broken. Huge vacancies 
exist against sanctioned posts, which themselves in many cases have not been updated in 
a scientific manner commensurate with the growth of cities.

Engaging a private agency has significantly enhanced revenue collections for Ranchi Nagar 
Nigam. However, there persists concerns regarding cash handling by non-government 
staff at a large scale. This entails risks such as extortion risks, citizen safety, corruption, 
embezzlement etc. As an alternative to door to door cash collection by outsourced staff, 
Ranchi MC can rework the terms of the engagement with the agency to facilitate payment 
by citizens through digital channels only.

The agency would be tasked with encouraging citizens to pay their tax through digital 
means through outbound calling, SMS remindersetc. Cash payment by citizens to be 
restricted to offices or centres run by the ULB.

A schematic process flow is shared below:

Cities should sharply focus on improving collection efficiencies, explore technology and 
outsourcing solutions to enable the same. Several functions such as account management, 
bill collection, garbage collection, and IT services can be outsourced to professional agencies, 
ensuring that a transparent process is in place for awarding of such contracts and a robust 
mechanism for monitoring and performance measurement is put in place.

The experience of Ranchi Nagar provides an excellent opportunity for other cities to learn 
from and replicate.
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with contact 

numbers

Self Assessment
Of properties

Verification of Self 
Assessed  Properties

Follow up through 
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channels
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ANNEXURE-THEAGREEMENTBETWEENRANCHI 
MUNICIPAL CORPORATION AND M/S SPARROW 
SOFTECH PVT. LTD.
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ANNEXURE - FORM COLLECTED BY ULB FOR 
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