
2. ECONOMIC AND ADMINISTRATIVE

CHARACTERISTICS OF DELHI

1. Introduction

As a prelude to a detailed study of the sales tax system in

Delhi, an attempt is made in this chapter to outline the econo

mic and administrative characteristics peculiar to the Union

Territory of Delhi and distinguish them from the economic

characteristics of other Union Territories and of the States of

India. Delhi, apart from being the Capital of India, is a "major

distributive Centre of Northern India". Its administrative and

economic characteristics have a definite bearing on the revenue

realisation from sales tax and a brief delineation of each of

them is useful for understanding the role of the sales tax.

2. Administrative Set-up

Delhi is a non-legislative Union Territory and its adminis

tration is vested in the President of India acting through an

administrator designated as Lt. Governor. The peculiarity of

the administrative set-up is that in a small territory of 1,485

sq. kms. there are two governments, three local authorities, one

development agency and a few statutory corporations. There is

the Central government at the highest level. In the middle is

Administration headed by the Lt. Governor. At the bottom are

the three local bodies, namely, the Municipal Corporation of

Delhi (MCD), the New Delhi Municipal Committee (NDMC)

and the Delhi Cantonment Board (DCB). In addition to these

hree local bodies there is the Delhi Development Authority

(DDA) which is charged with the responsibility of deciding the

land-use pattern and developing new residential, industrial and

commercial areas.

The Lt. Governor is the Head of Delhi Administration and

acts as a representative cf the President of India. He is assisted

by two bodies, namely, the Metropolitan Council and the Exe

cutive Council. While the Metropolitan Council has the appear-
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ance of a State Assembly, it has no legislative powers. Its main

function is to discuss and make recommendations on the sub

jects assigned to it. The Executive Council appears to be on

the lines of the Council of Ministers in a State but, unlike the

latter, all members of the Council are nominated by the Presi

dent.

In the governance of Delhi there is an element of diarchy.

The Delhi Administration Act 1966 provides that in respect of

law and order including organisation and discipline of the

Police and with respect to such other matters as the President

may specify in this behalf, the Administrator shall function in

his discretion. By this provision, therefore, the functions and

responsibilities of the Administrator have been grouped into

two categories—the reserved category, with regard to which the

Administrator can function in his discretion and the other—the

transferred category—with regard to which the Administrator

normally functions with the assistance and advice of his Execu

tive Council.

3. The Fiscal Framework

The fiscal framework of the Union Territory of Delhi is a

corollary of its administrative set-up. Delhi Administration has

neither the financial powers which are exercised by the State

governments nor even the limited autonomy given to some of

the Union Territories where there are legislatures and a Council

of Ministers. In respect of the latter, the assemblies are given

at the least the opportunity to scrutinise and discuss the

Budget.

The Budget of the Delhi Administration forms part of the

overall Budget of the Central government. The budgetary pro

posals are first introduced in the Lok Sabha by the Union

Finance Minister and only later they are discussed by the

Metropolitan Council. The Council cannot vote on the Budget.

The expenditure of the Territory is drawn from the Consolidat

ed Fund of India and its revenue goes directly to the Central

Exchequer. As a result, Delhi Administration does not have

any funds of its own. As the Central government itself takes

responsibility for its expenditure and covering any deficit, it

does not receive grant or loan from the Central government as

other State governments do. Similarly its share of income tax
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and excise duties accrues directly to the Central government.

The following taxes are levied on behalf of Delhi Adminis

tration: (/) Land revenue; (ii) Stamp duties and registration

fees; (Hi) State excise duties; (iv) Sales tax; (v) Taxes on vehi

cles; (vi) Terminal tax and (vii) Entertainment and betting

taxes. Of these, the proceeds of (v), (vi) and (vii) are assigned

to the local bodies. The terminal tax is in fact collected by the

MCD for which it is paid collection charges.

The municipal bodies (MCD, NDMC and DCB) levy a

number of taxes in the areas falling within their jurisdiction.

They are: fire tax, theatre and show tax, tax on vehicles and

animals, tax on building applications and tax on consumption

and sale of electricity. In addition, as mentioned above, the

local bodies share between themselves the entire proceeds of

taxes on vehicles, entertainment and betting taxes and terminal
taxes.

The composition of the sources of revenue of Delhi Admi

nistration is such that about 98 per cent of the revenue comes

from taxes. For example, for the year 1982-83, out of the total

revenue of Rs 335 crore, as much as Rs 327 crore came from

tax revenues. Of this Rs 327 crore, the sales tax alone contri

buted about Rs 211 crore. (64.62 per cent).

About two decades ago, that is, in 1960-61, the tax revenue

of Delhi Administration was only Rs 11.33 crore. It gradually

grew to become Rs 46.19 crore in 1970-71, Rs 234.51 crore in

1980-81 and Rs 326.57 crore in 1982-83, i.e., it increased about

28.8 times during a span of 22 years (Table 2.1), but in real

terms revenue grow only by 5.4 times. The structure of tax

revenue has undergone significant changes. The share of sales

tax which was 39.88 per cent of total ta-: revenue in 1960-61

increased to 54.27 per cent in 1970-71 and 64.72 per cent in

1982-83, while correspondingly the shares of taxes on vehicles,

taxes on goods and passengers, and other taxes declined consi

derably. However, it is noteworthy that the share of sales tax

revenue declined from 68.31 per cent in 1979-80 to 64.62 per

cent in 1982-83. This is because the yield of State excise duties

and stamps and registration revenue increased at a faster rate

than sales tax revenue during that period. Their combined

share increased from 15.7 per cent to 23.6 per cent.
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Of the total revenue collected by Delhi Administration, as

much as 12 per cent goes to the MCD, NDMC and DCB by

way of transfer of revenue to the local bodies. Of the rest, only

sales tax, excise duty on liquor and stamp duties and registra

tion fees can be said to be important sources of revenue.

Hence, Delhi Administration in all its annual plan exercises

puts emphasis on the resource prospects of the sales tax.

5. Economic and Trade Structure

Delhi has witnessed tremendous growth of population dur

ing the last 20 years or so. Its population has grown from 26

lakhs in 1961 to 62 lakhs in 1981 (Table 2.2). This growth has

been mainly that of urban population which accounts for 93

per cent of the total population of Delhi. The main economic

activities consist of services. The service sector (or the tertiary

sector) accounts for 67.9 per cent of SDP while the secondary

sector and primary sector account for 26.9 per cent and 5.2

per cent, respectively. Of the service sector, transport, trade

and banking form about 38 per cent and public administration

forms about 19 per cent. One noticeable thing is that the

share of the tertiary sector has declined during the past three

years while the share of manufacturing has gone up (Tables 2.3

and A.II.l).

a. Centre of entrepot trade.

Delhi distinguishes itself as a major centre of entrepot

trade, that is, a large part of its economic activity is connected

with the re-distribution of goods produced elsewhere and

much of its trade is on account of exporting goods which are

mainly imported. According to Economic Census (1980) carried

out by the Bureau of Economics and Statistics, there are 2, 83,

767 non-agricultural enterprises in the Union Territory of

Delhi. Of these, 1,98,911 belong to manufacturing repair servi

ces, and wholesale and retail trade, i.e., about 70 per cent of

the total (Table 2.4). Thus, the number of dealers liable to be

brought under the sales tax net stands at about 2 lakhs. But

the actual number of registered dealers is only 65,560 (in 1980),

i.e., roughly l/3rd of the dealers liable to registration.

Commodities of sizeable quantum and value are imported

into Delhi. According to a study undertaken by Rail India
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Table 2.2

Growth of Population in States and Union Territories

(1961 to 1981)
(In '000)

State/Union

territories

State

1. Andhra Pradesh

2. Assam

3. Bihar

4. Gujarat

5. Haryana

6. Himachal Pradesh

7. Jammu & Kashmir

8. Karnataka

9. Kerala

10. Madhya Pradesh

11. Maharashtra

12. Manipur

13. Meghalaya

14. Nagaland

15. Orissa

16. Punjab

17. Rajasthan

18. Sikkim

19. Tamil Nadu

20. Tripura

21. Uttar Pradesh

22. West Bengal

Union Territory

1. Andaman & Nicobar Islands

2. Arunachal Pradesh

3. Chandigarh

4. Dadar & Nagar Haveli

5. Delhi

6. Goa, Daman & Diu

7. Lakshadweep

8. Mizoram

9. Pondicherry

TOTAL

1961

35983

10837

46447

20633

7591

2812

3561

23587

16904

32372

39554

780

769

369

17549

11135

20156

162

33687

1142

73755

34926

64

337

120

58

2659

627

24

266

369

439255

1971

43503

14625

56353

26698

10037

3460

4617

29299

21347

41654

50412

1073

1012

516

21945

13551

25766

210

41199

1556

88341

44312

115

468

257

74

4066

858

32

332

472

548160

1981

53593

19903*

69823

33961

12851

4238

5982*

37043

25403

52138

62715

1411

1328

773

26272

16670

34108

315

48297

2047

110886

54486

188

628

450

104

6196

1082

49

488

604

658141®

Notes : *From the Times of India Directory and Year Book, 1982.

©Excludes Assam and Jammu & Kashmir.

Source : Census of India, 1961, 1971 and Census of India (Provisional

Population), 1981.
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Table 2.4

Distribution of Non-Agricultural Enterprises by Major Activity

Group and by Type of Enterprise

(1980)

Major activity

group

1. Mining and

quarrying

2. Manufacturing

and repair ser

vices

3. Electricity, gas

and water

supply

4. Construction

5. Wholesale and

retail trade

6. Restaurants and

hotels

7. Transport

8. Storage and

warehousing

9. Communications

10. Financing, insu

rance, real estate

and business

services

11. Community,

social and per

sonal services

12. Others

All activities

Total

444

(0.2)

82213

(29.0)

766

(0.3)

4264

(1.5)

116698

(41.1)

17322

(6.1)

11222

(3.9)

8459

(3.0)

492

(0.2)

11792

(4.1)

30095

(10.6)

—

283767

(100.00)

Own

account

enter

prise

8

(-)
35144

(21.6)

21

(-)

3863

(2.4)

81471

(50.1)

9448

(5.8)

9098

(5.6)

6331

(4.0)

—

3257

(2.0)

13821

(8.5)

—

162462

(100.00)

Establishments

Direc

tory

428

(1.1)
18439

V6.6)

337

(0.9)

151

(0.4)

6601

(16.7)

1510

(3.8)

799

(2.0)

410

(1-0)

225

(0.6)

4019

(10.2)

6622

(16.7)

—

39541

(100.00)

Non-

direc

tory

8

(-)
28630

(35.0)

408

(0.5)

250

(0.3)

28626

(35.0)

6364

(7.9)

1325

(1.6)

1718

(2.1)

267

(0.3)

4516

(5.5)

9652

(11.8)

81764

(100.00)

Source : Delhi Administration, Bureau of Economics and Statistics

(1983), Economic Census, 1980, p. 12.
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Technical and Economic Services (RITES) for the Planning

Commission, which we have analysed (Appendix l.A), the total

value of imports and exports amounted to Rs 6,877 crore and

Rs 3,617 crore, respectively, in 1978-79.l Among the goods

imported into Delhi, foodgrains, bamboo, timber and other

woods, chemicals and chemical products including pharmaceu-

ticals, cotton textiles, iron and steel and non-ferrous metals

amounted to nearly 60 per cent of the total value of imports.

Among the exports from Delhi, foodgrains, chemicals and

chemical products, transport equipment and raw materials

accounted for 65 per cent of the total value of exports.

It is interesting to know that the value of exports is far

lower than the value of imports with respect to most of the

commodities. The percentage of exports to imports for oil

seeds, milk and milk products, edible oils, cement, chemicals

and drugs, paints and dyes, coaltar and bitumen, bamboo,

timber and other woods and paper was very low while for raw

jute, ores, mineral oils, building materials, chemical manures,

sugar and gur, automobile parts, footwear, tyres and tubes and

jute manufactures, it was high. It means that a sizeable por

tion of imports into Delhi must have been re-exported. (Table

2.5).

Table 2.5

Imports and Exports of the Union Territory of Delhi (1978-79)

si.

No.

1.

2.

3.

4.

5.

Commodity

(1)

Foodgrains

Oil seeds

Raw cotton

Jute raw

Sugarcane

Estima

ted value

ofimpor

ts (Rs

lakh)

(2)

31,785

3,083

30,890

11

22

Percen

tage of

total

imports

(3)

4.93

0.48

4.80

Neg.

Neg.

Esti

mated

value

of ex

ports

Percen

tage of

total

exports

(Rs lakh)

(4)

23,404

1.113

39,267

43

4

(5)

6.47

0.31

10.86

0.01

Neg.

Expor

ts as

percen

tage of

imports

(6)

73.63

36.10

127.12

390.91

18.18

Contd.

1. The RITES study gives only quantities. We have converted them in

to values by using wholesale prices. (See Annexure I)
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(1)

6. Tobacco

7. Fodder

8. Fruits and vegetables

9. Livestock

10. Hides, skins & bones

11. Milk & milk products

12. Coal

13, Limestone & dolomite

14. Gypsum

15. Stone (including

marble stone)

16. Other ores

17. Mineral oils

18. Edible oils

19. Iron & steel

20. Non-ferrous metals

21. Cement

22. Building materials

23. Chemicals & drugs

24. Chemical manures

25. Paints and dyes

26. Coaltar and bitumen

27. Bamboo, timber and

other woods

28. Sugar, gur

29. Salt

30. Tea, coffee, etc.

f 31. Tyres and tubes

32. Leather manufactures

33. Footwear

34. Automobile parts

35. Cycle and cycle parts

36. Cotton manufactures

37. Jute manufactures

38. Paper

GRAND TOTAL

(2)

671

127

29,706

34,620

509

19,904

3,244

27

10

228

525

4,269

23,290

22,678

16,955

3,177

1,298

71,638

1,116

12,795

1,281

1,06,721

5,475

178

24,506

43,303

8,062

14,831

23,206

6,388

86,537

875

10,152

6,44,093

(3)

0.10

0.02

4.61

5.38

0.08

3.09

0.50

Neg.

Neg.

0.04

0.08

0.66

3.62

3.52

2.63

0.49

0.20

11.12

0.17

1.99

0.20

16.57

0.85

0.03

3.80

6.72

1.25

2.30

3.60

0.99

13.44

0.14

1.58

100.00

(4)

507

58

18,086

19,969

197

5,087

234

4

8

28

3,044

9,171

14,443

12,999

13,784

112

3,796

61,098

1,875

3,867

380

7,596

14,973

31

26,403

15,359

7,191

15,333

24,274

4,621

7,018

2,248

4,106

3,61,731

(5)

0.14

0.02

5.00

5.52

0.05

1.41

0.06

Neg.

Neg.

0.01

0.84

2.54

3.99

3.59

3.81

0.03

1.05

16.89

0.52

1.07

0.11

2.10

4.14

0.01

7.30

4.25

1.99

4.24

6.71

1.28

1.94

0.62

1.14

100.00

(6)

75.56

45.61

60.88

57.68

38.70

25.56

7.21

14.81

80.00

12.28

579.81

214.83

62.01

57.32

81.30

3.53

292.45

85.29

168.01

30.22

29.66

7.12

273.48

17.42

107.74

35.47

89.20

103.48

104.60

72.34

8.11

256.91

40.45

56.16

Notes: 1. Imports/exports refer to imports/exports to other

within the country only.

2. Totals may not tally due to rounding.

Source: See Annexure 1.4.

States
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b. Manufacturing

The belief that "Delhi is purely a distributive Centre and

does not have any reasonable manufacturing activity" is fast

receding. The total value of output of industries increased from

Rs 454.43 crore in 1974-75 to Rs 1,188.10 crore in 1979-80—

an increase of 161.45 percent—and the value-added from

manufacture increased from Rs 87.97 crore in 1974-75 to Rs

192.46 crore—an increase of 118.76 per cent. During the same

period the total input consumed by industry increased by

173.44 per cent. Value-added by manufacturing* constituted

12.54 per cent of SDP in 1979-80 as against 10.10 per cent in

1974-75.

The industrial sector of Delhi is dominated by the manu

facture of food products (21.90 per cent) followed by electri

city (10.99 per cent); electrical machinery, appliances and parts

(9.98 per cent); jute, hemp, mesta textiles and textile products

(8.72 per cent); chemicals and chemical products (7.70 per

cent); basic metals and alloy industries (5.31 per cent); cotton

textiles (4.92 per cent); machinery tools and parts except elect

rical machinery (4.85 per cent); paper and its products, print

ing, publishing and allied industries (4.83 per cent), and trans

port equioment and parts (4.25 per cent) (Table A.2.2).

•As per the Annual Survey of Industries Data (Factor Sector).
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