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of the urban population, but by the
time the 2011 census data is released
there is every expectation that the
trend would have reversed. In fact,
it is estimated that by the year 2030,
nearly 600 million Indians would be
living in urban centres and the urban
sector’s share of the country’s GDP is
going to exceed the current level of 60
per cent.

However, the mindset of our pol-
icy makers is still one which believes
that India lives in villages. While it is
true that much of India still lives in
villages, and villages and agriculture
are important for the Indian economy,
but more and more people are moving
to the urban areas, and as a result we
have to begin to think in terms of look-
ing at urban development as a major
challenge. If growth in the 80s and
90s was led by the Information Tech-
nology and the BPO sectors, a similar
growth dynamism has been shown
by the pharmaceuticals, telecom and
auto component sectors, fields which
necessitate a major role for urban cen-
tres, especially in terms of the infra-
structure needed to sustain agglom-
eration economies.

But, if policy-makers do not con-
sciously plan for agglomeration econ-
omies, growth will suffer. For, if you
do not ensure for the right kind of
urban infrastructure, of the kind that
can support the growth of skilled em-
ployment, the growth of innovation,
the growth of industry, the growth
of knowledge-based sectors, areas in
which Indian economy has a compar-
ative advantage, growth will suffer.
But, when one looks at the investment
trends in the urban sector and at the
state of urban infrastructure or the
state of service delivery in the urban
sector, the gap is huge.

Over a decade-and-half back, the
government approved the 74th consti-
tutional amendment, which formally
recognised the importance of urban
local bodies as the third tier of the
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government. But while the Constitu-
tion mandated that certain functions
that should be transferred to the local
governments in terms of responsibil-
ity, only some states have actually
transferred these functions to such
bodies. More importantly, however,
while the functions have been trans-
ferred, the financial powers continue
to remain with the state. As a result
of these unfunded mandates, the mu-
nicipal corporations and municipali-
ties and nagar panchayals, that are re-
sponsible for provision of water, solid
waste management, waste water treat-
ment, storm water drainagc, etc., are
hamstrung by the lack of resources.
Such bodies today do not have the
resources for investments to be made
in these areas. Again, the governance
system that should have been put into
place to implement the 74" Amend-
ment does not exist on the ground.

The easy solution, of course, is to
say that there are schemes like the
Jawaharlal Nehru National Urban
Renewal Mission (JNNURM) where
the centre gives the money, the state
comes in with some complimentary
support and urban local bodies put
the infrastructure on the ground. But
if the urban local bodies do not have
the capacity to build the project, if they
do not have the autonomy to charge
prices that cover their costs, if they
do not have the governance capacity,
then this just amounts to throwing
good money after bad money.

And, the money required for im-
proving urban infrastructure is huge,
as has been stated by consultants like
McKinsey. The question that arises
here is how are we going to raise
these funds? It is clear that resources
of such size cannot be financed with a
JNNURM type project, which is just a
drop in the bucket.

Here, it must be remembered that
while the JNNURM project is just the
start of reforms in urban infrastruc-
ture, it is probably for the first time
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that the Central government has de-
cided to look at the urban challenge.
Admittedly, this is a subject for state
governments, but the fact is that the
Central government operates in areas
where all the state governments are
not doing their bit. So it is the Cen-
tral government’s responsibility that
if State Governments are not doing
what they are supposed to do, the
former brings that subject on the plan-
ning front, nudging the states through
aid, loans and other financial instru-
ments and incentives, and this is what
the JNNURM has tried to do.

What projects like INNURM also
highlight is the fact that states already
ahead in implementing developmen-
tal activities were able to make bet-
ter use of Central assistance than the
states that were lagging on this front.
Thus, Karnataka, Andhra Pradesh,
Gujarat and Maharashtra were able
to roll out urban development plans
and projects much faster than states
like Uttar Pradesh and Bihar. More
importantly, what JNNURM clearly
highlights is the fact that wherever
the project was combined with good
governance, it has shown that you
can turn things around very easily;
whether we talk of 24x7 water in the
three Karnataka cities of Hubli, Dhar-
wad and Gulbarga, or you talk of Al-
andur outside of Chennai where in
four years they went from zero under
ground sewerage to 100 per cent un-
derground sewerage or the sanitary
land fill in Gorai, where the total cost
of the project was Rs 500 million and
the corporation earned Rs 700 million
in carbon credits by implementing the
project. Again, by just removing, seg-
regating the waste, and putting into
place good scientific practices in the
dumping of solid waste in the Greater
Mumbai area, the local body was eas-
ily able to recover the entire cost of the
project.

This then clearly shows that with a
little bit of INNURM money, a little bit



of state support and some strengthen-
ing of governance at the urban local
bodies level, there is no dearth of ex-
amples that show that one does not
have to go very far to implement such
change. But where JINNURM did not
succeed was in its original idea that the
JNNURM money would be leveraged
to generate more resources. This was
primarily because the states and the
urban local bodies began to see in the
central funding of such projects some
easy money. So, if the INNURM- type
schemes are to work, the government
must put in place a structure that in-
centivises delivery and not just plain
implementation.

There have been voices that the
local bodies should raise the neces-
sary resources from the market. What
people forget here is that the market
only provides funds, if it is clear that
benefits will accrue to it. This implies
that the local bodies will have to put
in place a revenue model that allows
it to service such debt, meet some ex-
penses and generate some profit. Such
revenue models can only be built if
the local bodies are made immune to
actions by the State Governments that
hit at their very autonomy —both fi-
nancial and governmental. Also, the
effectiveness of such schemes will
only improve if the Central Govern-
ment is not just seen as a sponsor,
which gives money, but as one that
incentivises the urban local bodies to
do the right thing and also penalises
the State Governments, which do not
allow the urban local bodies from get-
ting this autonomy.

The increasing trends towards
greater urbanisation are also indica-
tive of the fact that as people move up
the education ladder, their needs also
change. Thus, increasing urbanisation
will lead to a situation where more
people demand basic health, educa-
tion and societal norms. For this, it is
important that we integrate the poor
into the planning of the urban areas.

Thus, the government cannot just talk

about building houses for the poor, it
also has to think of how to plan public
transport, how to plan housing loca-
tions, how to rezone, how to redevel-
op slums and other areas so that it has
all functional entities of an urban area
co-existing and adding to the econom-
ic forces. This is especially important
if the government is seeking to main-
tain the 8-9 per cent GDP growth seen
in the recent years. What is essential
here is developing townships around
industrial corridors, new towns, re-
newing the old towns, and improving
the urban and rural linkages.

What it ultimately means is that
the government has to look for linkag-
es that seek to improve infrastructure
provision for villages, small towns
and mid-sized towns, and not focus
only on megacities and metacities.
Today, the time has come when we
can no longer ask ourselves whether
urbanisation is good or not; urbanisa-
tion is upon us and we have to see that
we really plan for the economy alto-
gether and really look at it as syner-
getic development between the urban
and rural arcas. ®
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