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Introduction
In 2010, IBM Corporate Citizenship launched the Smarter Cities Challenge® to  
help 100 cities around the world over three years become smarter through grants  
of IBM talent. These cities have made great progress on the road to becoming more 
instrumented, interconnected and intelligent (see www.smartercitieschallenge.org).

The City of Chennai, India, was one of 16 cities selected to receive a Smarter Cities 
Challenge grant from IBM in 2014. During three weeks in June 2014, a team of five 
IBM experts worked to deliver recommendations on a key challenge identified by 
the Worshipful Mayor Saidai S. Duraisamy, Commissioner Vikram Kapur and the 
senior leadership team:

Help the Corporation of Chennai improve 
revenue generation and tax collection.

The challenge
Chennai is a city of continuous growth and expansion. It is home to more than  
6.5 million people, placing high demand on infrastructure services. Taxes represent 
the City’s largest source of revenue generation. At 23 percent of total tax revenues, 
property taxes provide the single largest portion of revenue to support City services, 
followed by professional taxes. Demand for tax revenue is Rs 540 Crores, but Chennai 
collects only Rs 480 Crores, a difference of Rs 60 Crores that the City has to 
manage. (These numbers relate to fiscal year 2013/2014).

As the world has become more transparent in every aspect of society, citizens 
expect local governments to provide more insight into how taxes are assessed and 
spent to support their needs. Studies indicate that with greater citizen education 
and ease of participation in the taxation system, compliance increases and cities 
can expect to collect more revenue. In other words, when citizens understand  
how taxes are calculated and how they influence the quality of City services,  
they are more likely to pay their taxes as assessed.

The Corporation of Chennai (CoC), the civic body that governs the City, has a number 
of initiatives underway to improve tax assessment, awareness and compliance. 
Most of these initiatives, however, focus on tax collection and recordkeeping. 
Whether these initiatives will affect tax compliance and revenue growth is unclear 
and will remain that way without a comprehensive system that can manage and 
measure both implementation and effectiveness.

Highlights: 

•	 The	most	effective	tax	systems	are	those	
that	are	easy	to	understand,	equitable	for	all	
citizens	and	designed	to	promote	efficiency

•	 Operational	transparency	can	drive	citizen	
compliance	and	help	increase	revenue

•	 Citizens	can	be	empowered	through	
self-service	capabilities	to	actively	
participate	

•	 Integrated	property	lifecycle	processes	
across	government	departments	can	
increase	operational	efficiencies	and		
close	revenue	gaps
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8. Improve CoC transparency. Publish financial and operational details 
to satisfy community expectations that taxes paid are spent wisely  
in the community.

9. Expand CoC marketing and public relations. Implement a 
consistent marketing and public relations campaign to improve 
citizen satisfaction with the tax code.

Systems
10. Implement a GIS-based property information system.  

A property information system that uses geographic information 
systems (GIS) technology can help the City identify unassessed  
and under-assessed properties.

11. Create a 360-degree view of properties. Establish a single master 
property system of record for every property, and its associated 
transactions, in Chennai.

12. Link the property system to external data sources.  
Extend the centralized master property record to link directly  
with external data sources.

13. Continue to improve the intelligent sampling process.  
Enhance the audit process to leverage pattern detection, entity 
profiling, predictive analytics and outlier detection techniques.

14. Enhance the CoC website to create a citizen-centric,  
outcome-oriented portal. Further enhance the CoC website  
to provide citizens with a single window into the property tax system, 
including all related processes and support.

15. Engage and empower citizens with self-service capabilities. 
Engage and empower property owners with self-service capabilities 
to improve transparency and reduce the demand for CoC customer 
service resources.

For more information
To learn more, send an email to ccca@us.ibm.com or visit 
smartercitieschallenge.org

In an effort to validate programs underway and explore new approaches 
to increasing revenue, the CoC asked the IBM team to help improve 
revenue generation and collection through a variety of tax sources, 
including the following:
•	 Property tax (unassessed and under-assessed)
•	 Professional tax
•	 Company tax
•	 Trade licenses

Findings and recommendations
The Smarter Cities Challenge team identified several key findings:
•	 Chennai has a strong vision for tax reform as well as many challenges
•	 There is a lack of understanding of tax policy among citizens
•	 Tax policy is perceived as complex and unfair by some citizen groups
•	 There are insufficient incentives and penalties to drive full compliance
•	 There is a lack of consistent enforcement 
•	 Processes and systems need to be more integrated
•	 Revenue has not kept pace with population growth, especially  

in areas that were integrated in 2011 and do not yet contribute  
their “fair share”

The IBM team established a vision to help the Corporation of Chennai 
develop a transparent and open tax system that gives citizens easy access  
to all tax-related information while also providing a 360-degree view of 
properties in the city. This vision is supported by 15 recommendations 
focused on three areas that work together to improve transparency in 
today’s Smarter Cities: policy, process and systems.

Policy
1. Devise a simple and uniform tax calculation policy. Location-based 

basic rates used to calculate property tax should be reviewed and 
adjusted periodically to keep them current and to make sure they 
remain proportional to the market value of each location and the 
quality of City services provided. The calculation policy should  
be documented clearly and accurately. Increases in property tax 
percentages should be introduced gradually.

2. Revise incentives and discounts. Modify incentives and discounts 
to encourage both on-time and self-service payment. Require 
periodic validation of exemptions and rebates to ensure discounts 
are still valid.

3. Enforce penalties for nonpayment and unassessed properties. 
Establish and enforce penalties for late payments or nonpayment  
to drive compliance. Introduce an amnesty program for unassessed 
properties in expanded areas to make sure all properties are included.

4. Require posting of permits and licenses. Require property owners 
to display plans, permits, licenses and tax receipts. Engage citizens 
to report violations and limit noncompliance.

Process
5. Integrate property and commercial process lifecycles. Implement 

an integrated property process lifecycle to create a closed loop for 
each step in the process.

6. Regularize properties to improve the trade license process. 
Regularize unapproved properties to improve trade license 
compliance. Enforce planning approval dependencies to increase 
revenue from trade licenses, planning and building permits.

7. Integrate CoC and utilities payment processes. Maximize compliance 
and operational efficiency by integrating CoC and utilities processes, 
such as billing and collection. Send a single bill to the citizens (for 
water and property taxes, for example) instead of two separate bills.

Conclusion
Chennai aspires to be a model municipality in India that demonstrates 
the characteristics of a Smarter City. To achieve this, the City will need 
to introduce change from the top down. While the recommendations 
in this report will produce the greatest results when implemented 
together, they also can be rolled out individually to deliver short-term 
incremental improvements. Changes should be implemented in tandem 
with a more transparent, open approach to revenue and governance, 
which will help create citizen buy-in and increase tax revenue.
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