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Introduction

1. SFC in Tamil Nadu has been constituted very regularly for the past 30 years

2. The latest SFC was constituted before Covid pandemic.

3. Online interactions with stakeholders.

4. Data collected from around 13000 local bodies.

5. Specialized studies by four institutions

6. Report submitted in March 2022. Advantage of considering the latest Central Finance Commission to

adjust for the impact in its report

7. Implementation period – April 2022 to March 2027



Salient features of Local Bodies
Rural Local Bodies Urban Local Bodies

Metro City Non-Metro Corporations Municipalities Town Panchayats

12528 1 20 138 490

1. Diversity – Extremely diverse, Area, population, density, resources, challenges, vulnerabilities,

2. Urbanization – Rapid, wide-spread, diverse, expansion of existing areas, creation of new ULBs

3. Rural Population – Stagnant, Conversion of RLBs into Urban or semi-urban areas, migration

4. Finances –Mostly weak, dependent on Central and State Finance-especially, huge arrears of pending liabilities

5. Service delivery – inadequate capacity – Manpower, resources, skills

6. Infrastructure – unable to cope with rapidly growing needs, heavy dependence on State Agencies

SFC has taken a very nuanced view of the Local Bodies Finances accommodating for the features above 



Key Changes
1. While 10% share of States Own Tax Revenue to Local Bodies is retained sharing Ratio between Rural and Urban

Local Bodies is to be 49:51

2. The devolution to have Fixed and Variable components

3. 14 Fixed Special Grants for Rural Local Bodies and 12 Fixed Special Grants for Non-Metro Urban Local Bodies

4. Sharing of devolution based on population, area, SC/ST population or slum population

5. Different Weightage for area and population for horizontal distribution among sub-category of Local Bodies

6. Sharing ratio of 7:37:56 to District Panchayats, Block Panchayats and Village Panchayats.

7. Separate category for Chennai

8. Sharing ratio of 16:84 between Greater Chennai Corporation and the remaining ULBs (Non-Metro ULBs)

9. Sharing ratio of 31:36:33 among Municipal Corporations, Municipalities and Town Panchayats.

10.Cantonment Boards to get fixed amount for devolution as Municipalities.
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