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PREFACE 

 

Rakshak Foundation was founded in 2006 by a group of concerned citizens from 

India’s elite educational institutions working in USA. It was in the manner of giving 

back in a small way to United States and India, countries that had provided them so 

much in terms of opportunities. The Foundation seeks to create an informed 

society, aware of its rights and duties, and attempts to address barriers to an 

equitable and just society. Rakshak Foundation has been submitting well 

researched opinions on various bills being considered for presentation to the 

Indian Parliament.  

The Intern is a Second year Economics honours student in Shri Ram College of 

Commerce, University of Delhi, Delhi and have keen interest towards Economic 

aspects of the nation. The topic with which this project deals is an issue of Indian 

economic development.  The Intern has keen interest in taking up such topic and 

has interest in researching these topics and going into the intricacies of these 

social issues. 

The Intern has tried to make an effort to bring forth the Issue of Challenges in 

Financing of Urban Infrastructure in front of the general mass. 
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EXECUTIVE SUMMARY 

This report deals with the topic of Challenges in Financing of Urban Infrastructure.  

 

India is constantly urbanising, a transition which will make India witness an urban  

population close to the figure of 600 million by 2031 (according to various reports 

such as the one by High Powered Expert Committee Report on Indian Urban 

Infrastructure and Services). Thus, urban sector not only brings about structural 

transformation in the Indian economy, but also helps us to sustain high growth 

levels. 

Issues like poverty, sustainable economic growth, etc. cannot be addressed without 

proper facilitation of urbanization. There should be increased investment in 

combination with strengthening of governance and financing frameworks. Also, 

localization should be done. Nagar panchayats or Urban Local Bodies, along with 

municipalities and state governments should be given more power as regards to 

spending of the funds allocated for the development of Urban Infrastructure.  

The report considered only eight components while preparing the report. These 

are: 

i. Water supply 

ii. Sewerage 

iii. Solid Waste Management 

iv. Storm Water Drains 

v. Urban Roads 

vi. Urban Transport 

vii. Street Lighting 

viii. Traffic Support Infrastructure 

Hence, the report has been confined to same components only.  

 

The key suggestions of the HPEC report are: 

 Increasing investment in urban infrastructure from 0.7 percent of GDP in 

2011-12 to 1.1 percent by 2031-32. 

 In association, increasing spending on maintaining assets- old and new. 

 Engaging in renewal and redevelopment of urban areas including slums. 

 Improving regional and metropolitan planning with integration of land use 

and transportation. 

 Ensuring access to services for all, including the poor to meet the 

recommended norms. 

 Improving governance of cities and towns, with securing the financial base of 

Urban Local Bodies.  

 

This report covers three aspects: 
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a)  Financial Aspect: What are the fund requirements, what amount of funds has 

the government released and gap in these two. 

b) Qualitative aspect: The given assets need to be spent in a judicious way. Plan 

for next five years for expending the given resources. 

c) Aspect of 100 smart cities. 

ASPECT I: It came out in the High Powered Expert Committee’s report that net 

infrastructural financial needs turns out to be a whooping Rs. 39.2 lakh crores with 

Operations and Maintenance cost not included, which in itself turned out to be Rs. 

19.9 lakh crores. This investment requirement was set up for a period of 20 years 

i.e. from 2012 to 2031. The net investment in the development of urban 

infrastructure for the year 2011-12 should be 1.59% of GDP, for the year 2021-31, 

it should be 2.10% of the GDP, and for the year 2031-32, it should be 2.16% of 

GDP. These investment requirements were calculated at 2009-10 prices. Also, 

given the volatility of land prices, the estimates do not include the cost of land 

acquisition. The net requirements were brought to the 2014-15 level by inflating 

the net requirement figures by inflation rate. The net requirement came out to be 

Rs. 58.18 lakh crores. Also, nominal expenditure for the years 2009-10, 2010-11, 

2011-12, 2012-13, 2013-14 and 2014-15 was calculated. The net expenditures in 

these years by the central, state and municipal corporations were calculated. This 

expenditure was subtracted from the net requirements to find out trends. 

At first, it seems that the estimates given by High Powered Expert Committee on 

the requirements are sufficiently high and captures all the aspects. However, when 

data in analyzed, it turns out that government has spent only 5% of the 

requirements in a span of 5 years. This can be because of two possible reasons - 

either the government is under spending or the requirements were significantly 

lower than the estimated values.  

Now, we have the figures for money that needs to be spent on urban infrastructure 

in the next 5 years. 

ASPECTII: Besides the shortage of funds allocated to development of urban 

infrastructure, there is a need for allocating the given funds judiciously. While 

keeping some aspects into consideration, we suggest first expending on water 

supply and sanitation, and then improving on other infrastructure. 

ASPECT III: The concept of 100 smart cities was  introduced by the President, 

aiming at creating specialized domain and equipping them with world class 

amenities. 

Another aspect to be considered is decentralization. However, municipal 

corporations are heavily dependent on fiscal transfers from the higher tiers of the 

government, which is inadequate considering the needs of Indian cities. 
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PROPOSED ACTION POINTS 

 

1. Government has spent only about 2 lakh crore rupees (not taking 

operations and management sector into consideration) which is very 

less when it is seen in the backdrop of 39.2 lakh crores rupees as the 

necessary investment required for development of urban infrastructure 

for the 20 year period of 2011-30. So, there is under spending in this 

sector. We need to increase investment atleast by double the amount as 

of now as we are spending 0.5% of GDP in development of urban 

infrastructure when 30% population lives in urban areas.  

2. We need to spend the small amount of funds that are being allocated in 

the most judicious way possible. So, we propose to spend all the money 

first on water supply and sanitation only. In sanitation, we include 

sewerage and solid waste management system. We have given utmost 

priority to water supply and sanitation because these are the two 

sectors in which every state lags behind, taken state as a unit. Also, 

without development of these sectors, it becomes useless to have the 

other sectors of urban infrastructure developed. This is because if 

people do not have access to even these basic amenities, it becomes 

useless to anyway provide them with other kind of infrastructure. 

3. Another aspect that is often neglected is convergence of priorities of 

governments at various levels, i.e. central government, state 

government and municipalities. This is important because if the funds of 

one government are directed towards one sector and other’s on another 

sector, ultimately, both governments’ efforts will be vain.  
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1. INTRODUCTION 

Urbanisation is an irreversible process. The census 2011 figures validate this shift 
and class I towns account for large proportion of this population. Benefits of 
agglomeration in a growing economy are expected to continue this process. The 
urban areas acting as engines of economy contribute to more than 60% of the GDP. 
To ensure orderly, sustainable and high growth, it is therefore essential to ensure 
that the infrastructure frame which supports, catalyses and guides this growth is 
adequate, sustainable and futuristic. 
Provisioning of Urban Infrastructure has many facets. Different tiers of the 
Government are involved in the process of decision making, funding and 
implementation. The current deficit in the infrastructure and future requirements 
are humungous. The High Power Expert Committee appointed by Ministry of 
Urban Development has estimated investment requirements to the tune of Rs.39.2 
lakh crore at 2009-10 prices for new infrastructure alone.  
Clearly all funding sources of Centre, State and Local Bodies combined together as 
per present funding cannot meet this requirement. Thus there has to be a multi 
pronged strategy. Can this amount be brought down by innovative low cost 
solutions? Can the overall funding by different tiers increase to meet this gap? Can 
we increase the current revenue base in local bodies to play more effective role? 
Can we leverage other streams of income, user charges or future flows to create 
the infrastructure? Can we leverage urban land/ other assets for this? Is the citizen 
who has ability to pay, paying enough or we need to charge more? Answers to 
questions like these would be essential if we want to shape our cities and 
economies the way we want. They are pertinent for all citizens and policymakers 
because quality of life of large proportion of our population is dependent on how 
we address these issues. The report tries to answer the same questions. 
The work in the report therefore focuses on analysing the existing data, literature 

on these matters and coming out with a proposed strategy or best way forward. 

1.1 Background Information 

Every nation specifies different conditions for an area to be defined as an urban 

area. However, in India, for a region or municipality or a zila to be defined as an 

urban area requires the satisfaction of three conditions: 

i. The area should have a minimum population of 5000 

ii. At least 75 percent of male working population should be engaged in non 

agricultural activities 

iii. Population density of the area should be at least 400 per square kilometre 

or 1000 per square mile. 

Cities perform a critical role in generating resources for both urban and rural 

development by creating an agglomeration-related tax base. Funding of rural 

programs would simply not happen unless cities develop and generate revenues of 

central, state, and local governments for both urban and rural development. While 

transfers from state governments and the Government of India have increased in 

recent years, the tax bases of ULBs are narrow and inflexible and lack buoyancy. 

The urban share of the gross domestic product (GDP) for the Indian Economy 
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indicates that this share increased from 37.7 per cent in 1970-71 to 52 per cent in 

1999-2000. Estimates were given by Central Statistical Organization. Funding of 

urban infrastructure should be linked to a ULB-specific program of development 

and reform where the design of the reform should take note of the differences that 

exist on the ground between the governance structures of Municipal Corporations, 

Municipalities, and Nagar Panchayats. All funding requirements of the ULBs should 

be routed through the state governments. 

 

Financing System: In India, financing of urban infrastructure follows hierarchical 

system. At the top is central government which allocates funds to the central 

governments. Central governments add more funds raised by collecting taxes, 

evaluate the need for funds in various areas and allocate them further to 

municipalities. Now municipalities add on some more resources they get from 

taxes and other sources and invest in development of infrastructure in their 

respective regions.  

 
Figure 4: Financing system in India 

This report covers three aspects regarding challenges in financing of urban 

infrastructure: 

ASPECT I: It came out in the High Powered Expert Committee’s report that net 

infrastructural financial needs turns out to be a whooping Rs. 39.2 lakh crores with 

Operations and Maintenance cost not included, which in itself turned out to be Rs. 

19.9 lakh crores. This investment requirement was set up for a period of 20 years 

• Spends a part on 
forming schemes, 
management and 
important 
infrastructure   

• Allocates funds to 
various state 
governments 

Central 
Government 

• Adds some 
additional funds 
generated by taxes. 

• Releases funds to 
local municipalities. 

 

 

State 
Government 

• Adds some more 
funds. 

• Spends on 
development of 
urban 
infrastructure.  

Urban Local 
Bodies 
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i.e. from 2012 to 2031. The net investment in the development of urban 

infrastructure for the year 2011-12 should be 1.59% of GDP, for the year 2021-31, 

it should be 2.10% of the GDP, and for the year 2031-32, it should be 2.16% of 

GDP. These investment requirements were calculated at 2009-10 prices. Also, 

given the volatility of land prices, the estimates do not include the cost of land 

acquisition. The net requirements were brought to the 2014-15 level by inflating 

the net requirement figures by inflation rate. The net requirement came out to be 

Rs. 58.18 lakh crores. Also, nominal expenditure for the years 2009-10, 2010-11, 

2011-12, 2012-13, 2013-14 and 2014-15 was calculated. The net expenditures in 

these years by the central, state and municipal corporations were calculated. This 

expenditure was subtracted from the net requirements to find out trends. 

At first, it seems that the estimates given by High Powered Expert Committee on 

the requirements are sufficiently high and captures all the aspects. However, when 

data in analyzed, it turns out that government has spent only 5% of the 

requirements in a span of 5 years. This can be because of two possible reasons - 

either the government is under spending or the requirements were significantly 

lower than the estimated values.  

Now, we have the figures for money that needs to be spent on urban infrastructure 

in the next 5 years. 

ASPECTII: Besides the shortage of funds allocated to development of urban 

infrastructure, there is a need for allocating the given funds judiciously. While 

keeping some aspects into consideration, we suggest first expending on water 

supply and sanitation, and then improving on other infrastructure. 

ASPECT III: The concept of 100 smart cities was  introduced by the President, 

aiming at creating specialized domain and equipping them with world class 

amenities. 

 

 

1.2 Main Problems, their scope and Impact 

There is a gap between the funds that should be invested in urban infrastructure 

and the actual funds invested towards improvement of urban infrastructure. Over 

the years, the gap has been fluctuating. More recently, the gap has been rising. The 

following graph clearly indicates that while the gap decreased from the years 2009 

to 2013-14, it has increased in the last two years. In the graph, 2 indicates the year 

2010-11, 4 indicates the year 2012-13, 6 indicates the year 2014-15, and so on. 
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Figure 5: Changing difference between Urban Infrastructure requirements and Net 
expenditure made over the years 

The ineffective spending of government’s funds leads to inappropriate changes in 

urban areas. Rising number of urban poor is one example. The quality of 

infrastructure is constantly declining and the maintenance of existing 

infrastructure isn’t being properly taken care of. Improper infrastructure leads to 

decline in growth rate of the economy as it obstructs the productivity of the 

economy. The incompatibility of governments at various levels is severely harming 

the quality of urban infrastructure and exaggerating the problems related to it.  

The small amounts of funds that are being allocated to development of urban 

infrastructure are not being used properly. A significant amount of funds is just 

eaten up because of corruption. To sum up, we have three basic problems: 

One, the funds allocated to development of urban infrastructure are highly 

insufficient. Two, the little amounts of funds allocated aren’t being used 

appropriately. And three,  

1.3 Goal and Objectives of the Project 

Through this project, we try to come up at a mechanism through prioritization that 

how should Indian government prioritize and spend the remaining projected 

requirements in the urban infrastructure in the next 10 years. We also try to 

analyze how the amount of allocated funds can be increased. We come to 

conclusions with respect to prioritization as to where and on what should the 

government spend for most effective governance. 
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1. METHODOLOGY 

The collection of primary data was out rightly rejected as we had to arrive at gaps 

in the financing of urban infrastructure. So, all the analysis was based on already 

existing data.  

2.1ASPECT I: Calculation of Gaps in the Funds  

On going through the High Powered Expert Committee report on Indian Urban 

Infrastructure and Services, it was found out that India needs to invest a whooping 

Rs. 39.2 lakh crores in Urban infrastructure over a period of 2012-31 to achieve 

some respectable levels. Also, the Operations and Management Cost for the same 

turns out to be Rs. 19.9 lakh crores. The financial needs of Rs. 39.2 lakh crores is 

besides the Operations and Management cost of Rs. 19.9 lakh crores. The detailed 

particulars of the same are consolidated in the table given below: 

TIME FRAME DEPARTMENT INVESTMENT 
REQUIREMENTS 

2012-31 Net Requirements Rs 39.2 lakh crore 
 Urban Roads Rs 17.3 lakh crore (44%) 

 Urban services such as water 
supply, sewerage, solid 
waste management, and storm 
water drains 

Rs 8 lakh crore (20%) 

 Urban Transport 449426 crores 

 Renewal and Redevelopment 
including Slums 

408955 crores 

 Water Supply 320908 crores 
 Sewerage 242688 crores 

 Storm Water Drains 191031 crores 
 Capacity Building 101759 crores 

 
 Traffic Support Infrastructure 97985 crores 

 

 Solid Waste Management:  
 

48582 crores 
 

 Street Lighting  18580 crores 

 O&M requirements Rs 19.9 lakh crore 

 Other Sectors 309815 crores 
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Table1: Requirements for investing in urban infrastructure for the time 

period 2012-31 

Assumptions by the committee while arriving at these figures: 

 These investment requirements were calculated at 2009-10 prices.  

 Given the volatility of land prices, the estimates do not include the cost of 
land acquisition.  

 In preparing detailed estimates for infrastructure investment in the eight 
sectors, the Committee has used service norms prepared by the Ministry of 
Urban Development, Government of India. Since these sectors account for 
approximately 90 per cent of the investment in urban infrastructure, the 
estimates have been suitably scaled up to arrive at the total investment 
requirement for urban infrastructure. 

 The estimates not only include additional demand over the next 20 years 

but also the unmet demand for the current population as well as the cost of 

asset replacement. 

 In estimating the urban infrastructure investment requirements for the 

eight sectors, differing requirements of different classes of cities and towns 

have been considered for six size class categories. 

 Population projections at the disaggregated level have been made using 

data from the Census of India for 2001 and UN projections of population 

growth, adjusted to fit the disaggregated size class categories.  

After going through the values given by High Powered Expert Committee report, it 

was further found out that the net investment in the development of urban 

infrastructure for the year 2011-12 should be 1.59% of GDP, for the year 2021-31, 

it should be 2.10% of the GDP, and for the year 2031-32, it should be 2.16% of 

GDP. The detailed table for the same is as follows: 

TIME PERIOD SOURCE Percentage of GDP 

2011-12 Total Expenditure 
 

1.59 

 Own Revenue 
 

0.50 

 Revenue From Entities other than 
Urban Local Bodies 

0.33 

 Transfers from State Government 
 

0.32 

 Other Government of India Grants 
 

0.13 

 Jawaharlal Nehru National Urban 
Renewal Mission* 

0.10 

 Deficit 0.21 
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Table2: Requirements for investing in urban infrastructure for the year 

2011-12 

*Jawaharlal Nehru National Urban Renewal Mission (JNNURM) is a government 

policy that signalled the importance of urban sector for Indian economy. The 

mission exposed the lack of capacity at local government level to prepare and 

implement projects in urban infrastructure. Therefore, the program was mainly 

aimed at capacity building. 

TIME PERIOD SOURCE Percentage of GDP 

2021-22 Total Expenditure 
 

2.10 

 Own Revenue 
 

1.17 

 Revenue From Entities other than 
Urban Local Bodies 

0.25 

 Transfers from State Government 
 

0.16 

 Other Government of India Grants 
 

0.13 

 Deficit 0.39 
Table3: Requirements for investing in urban infrastructure for the year 

2021-22 

 

TIME PERIOD SOURCE Percentage of GDP 

2031-32 Total Expenditure 
 

2.16 

 Own Revenue 
 

1.47 

 Revenue From Entities other than 
Urban Local Bodies 

0.25 

 Transfers from State Government 
 

0.16 

 Other Government of India Grants 
 

0.13 

 Deficit 0.15 
Table4: Requirements for investing in urban infrastructure for the year 

2031-32 

 

Now that we know how much needs to be spent on urban infrastructure and it in 

what percentage of GDP in various sectors for the year 2009-10, we calculate the 

year wise expenditure needed till 2014-15. If we know what the actual 
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requirements are, we can easily compare it with what has been already spent.  

To find out the year wise expenditure needed, we needed inflation rates for the 

period so that we can easily adjust the 2009-10 figures available in the High 

Powered Expert Committee report as per our requirements. For calculating 

inflation rates, we could not have used as Consumers Price Index (CPI)* as the new 

Consumers Price Index was introduced in  the year 2011-12 with changed base 

year. So, as a proxy for CPI, we have used Wholesale Price Index (WPI)** to 

calculate the inflation. WPI was available month wise; therefore, we averaged out 

the monthly WPI to get the WPI for that particular year. WPI was calculated for the 

years 2009-10, 2010-11, 2011-12, 2012-13, 2013-14 and 2014-15. This data was 

easily available from economic advisor’s website. The detail of the information 

collected is as given below: 

Year

Month 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15

January 124.4 135.2 148 158.7 170.3 179

February 123.3 135.2 148.1 159.3 170.9 179.5

March 123.5 136.3 149.5 161 170.1 179.8

April 125 138.6 152.1 163.5 171.3 180.2

May 125.9 139.1 152.4 163.9 171.4

June 126.8 139.8 153.1 164.7 173.2

July 128.2 141 154.2 165.8 175.5

August 129.6 141.1 154.9 167.3 179

September 130.3 142 156.2 168.8 180.7

October 131 142.9 157 168.5 180.7

November 132.9 143.8 157.4 168.8 181.5

December 133.4 146 157.3 168.8 179.6

Average 127.86 140.08 153.35 164.93 175.35 179.63  

Table5: Calculation of Wholesale Price Index 

 

 

 

*Consumer Price Index (CPI) is a measure that examines the weighted average of prices of a basket of 

consumer goods and services, such as transportation, food and medical care. The CPI is calculated by taking 

price changes for each item in the predetermined basket of goods and averaging them; the goods are weighted 

according to their importance. Changes in CPI are used to assess price changes associated with the cost of 

living. 

**Wholesale Price Index (WPI) is an index that measures and tracks the changes in price of goods in the stages 

before the retail level. Wholesale price indexes (WPIs) report monthly to show the average price changes of 

goods sold in bulk, and they are a group of the indicators that follow growth in the economy. 
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Now that we have WPI for various years, we calculated inflation rate for the years 

2010-11, 2011-12, 2012-13, 2013-14 and 2014-15. The formula used was: 

Inflation Rate (in the nth year)    =    WPI [nth year] – WPI [(n-1)th year] 

      WPI [(n-1)th year] 

The inflation rate for various years obtained by applying the formula is as follows: 

Inflation Rates for the year:

2010-11 0.0956136

2011-12 0.0947055

2012-13 0.0754809

2013-14 0.0632106

2014-15 0.0822527 Table6: Inflation rates for various years. 

The WPI for all months for the year 2014-15 was not available. Therefore, we have 

taken inflation in 2014-15 as an average of previous years. The requirements 

obtained earlier were increased by the factor of inflation rates obtained. The tables 

for Infrastructural Needs are given in Annexure-I of Appendix-A. Now, we have 

what needs to be invested to attain respectable urban infrastructure levels. 

After collecting the data on the requirements, we collect the data on how much 

money has actually been spent on the development of urban infrastructure. The 

data was collected from State Bank of India’s website and Ministry of Statistical 

Planning and Implementation’s website. The year wise data on the spending made 

by Central Government, various state governments and municipalities was 

collected for the years 2009-10, 2010-11, 2011-12, 2012-13, 2013-14 and 2014-

15. The net requirements that came out are given in the table below. However, all 

these spending data was available in the percentage of GDP format. The figures 

were computed by multiplying the percentage of GDP by the nominal GDP at 

market prices. For calculating the GDP of 2014-15, a growth rate of 8 percent has 

been assumed. 

The net expenditure made by central government, state government and various 

municipalities obtained was subtracted from the net requirements already 

obtained. 

The detailed expenditure made by various State governments and municipalities is 

given in Annexure-II of Appendix-A.  
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DEVELOPMENTAL EXPENDITURE (CENTRAL)

Urban Development Expenditure (in Rupees Crores) in the year:

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 Total

28940 35950 30230 47540 53600 196260

DEVELOPMENT EXPENDITURE (STATES)

Urban Development Expenditure (in Rupees Crores) in the year:

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 Total

24107.25 29337.32 24334.05 36495.47 43072.7 47379.97 204726.8

DEVELOPMENT EXPENDITURE (MUNICIPALITIES)

Urban Development Expenditure (in Rupees Crores) in the year:

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 Total

26232.39 29484.11 32870.92 54119.63 59531.6 65484.76 267723.4

Table7: Net expenditure made by central government, various state 

governments and municipalities. 

 

Net deficit after expenditure by central & state government and municipalities

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 Total

23717.81 8324.498 15758.59 -34883.6 -52867.6 -9442.99 -49393.3

Table 8: Net deficit after taking various expenditures into consideration. 

 

A trend line was made for the information obtained. The following line was 

obtained: 
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Figure 6: Trend line for gap in urban infrastructure investment requirement 
and expenditure made 

 

The gaps so obtained are the funds that should be spent in next 10 years on 

developing urban infrastructure. However, afterwards, it was pointed out that we 

have been omitting expenditures made by the municipalities. To incorporate the 

same, data from central government’s website that provided the information 

regarding the same. All the information was collected and it turned out that 

municipalities have spend around Rs. 26232.391crores in 2009-10, Rs. 29484.111 

crores in 2010-11, Rs. 32870.923 crores in 2011-12, Rs. 54119.632 crores in 2012-

13, Rs. 59531.596 in 2013-14 and Rs. 65484.755 in 2014-15.  

However, later it was found out that there should have been issues of double 

counting, as states expend from the releases of the central government. Similarly, 

municipalities add the expenditure which actually comprises of the funds released 

by state governments. Thus, the problem of double counting exists at all level in 

the data collected. Since there was virtually no way to find out individual 

expenditures of state governments and municipalities, we decided to rely on 

figures given in High Powered Expert Committee report.  

It was pointed out that the net expenditure by the government on the development 

of urban infrastructure cannot be more than 2 lakh crores for 2010-15 as it was 

not more than 0.5% of the GDP (as the evidence suggests). So, by the calculations 

made, it turns out that of the required 39.2 lakh crores, Indian government has 

spent approximately 2 lakh crore rupees on the development of urban 

infrastructure at various government levels in a time period of 5 years. This means 

y = 4306.6x3 - 41783x2 + 101037x - 44686 
R² = 0.8588 
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that government still has to spend approximately 37 lakh crore rupees on 

development of urban infrastructure in the period of next 10-15 years.  

Note: The statement that government needs to spend 39.2 lakh crore rupees on 

development of urban infrastructure means that if government spends 39.2 lakh 

crores on development of urban infrastructure today, it does not need to spend 

anything for the next 20 years on the urban infrastructure.  

2.2  ASPECT II: Allocation of funds 

Besides the shortage of funds allocated to development of urban infrastructure, 

there is a need for allocating the given funds judiciously. While thinking about the 

allocation of funds, we have taken the following points into consideration. 

2.2.1 Benefit of maximum people: We should allocate funds in such a way that it 

should improve living condition of maximum number of people in a given area. 

Say, if we decide to develop a particular infrastructure in a particular area, it 

should be that this new or improved infrastructure benefits the maximum number 

of people. This is where the aspect of decentralization comes in. Only people living 

in a particular area know what is important and what their area needs; what it is 

that would provide utility to maximum number of people. Thus, urban local bodies 

should be given power as to allocation of funds.  

2.2.2 Prioritization of cities: It was thought upon that we can focus only on tier 2 

cities as these are the areas that actually have the potential to grow which will 

contribute to the GDP. However, as pointed out, we cannot totally neglect tier 1 cities 

as they are presently contributing a significant amount to the GDP and are reasons for 

sustainable growth. So, we need to work out something that we allocate a small part 

of the money to tier 1 cities so that we can fix only the big issues in those cities. We 

can allocate the remaining funds for addressing the issues regarding development of 

urban infrastructure in tier 2 cities. 

2.2.3 Migrants: Another issue that every city faces is their inability to sustain large 

number of people that migrate into the city. They live in slums and become liability for 

the city. We cannot simply neglect or dispose off such people. We need to raise the 

living standard of these people. We need to find out ways to provide these people with 

employment opportunities. This can be done with developing/constructing 

infrastructure by employing these people. Also, we can employ the same people in 

maintenance of the infrastructure.  

2.2.4 Inclusive growth: Extending the same issue as mentioned above, we should 

look out for a plan where poor aren’t ignored. Sure, the urban cities help in 

increasing the growth rate; however what use is high growth rate if it cannot 

improve the living conditions of a vast section of the society. Mumbai is a classic 
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example for the same. The fact that the city is India’s city of dreams possesses one 

of the largest slums in the world. It is a slur on the part of Indian governance to 

have such kind of a thing. 

So, the overall problem here sums up to the fact that More than 30 percent of the 

Indian population lives in urban areas today. The High Powered Expert 

Committee’s projections suggest that India’s urban population, as presently 

defined, will be close to 600 million by 2031, more than double that in 2001. 

Already the number of metropolitan cities with population of 1 million and above 

has increased from 35 in 2001 to 50 in 2011 and is expected to increase further to 

87 by 2031. The inability of these cities to sustain such large populations and 

provide people with basic facilities of urban infrastructure is quite a big challenge.  

2.3  ASPECT III: SMART CITIES 

The President of the nation in his address to the joint session of the Parliament has 

mentioned the resolve of the new Government to build 100 cities focussed on 

specialised domain and equipped with world class amenities. The 100 smart cities 

talk has generated lot of interest among all the stakeholders. The details of the 

programme are still to come out in public domain. Jawarharlal Nehru National 

Urban Renewal Mission which was the flagship scheme of the earlier Union 

Government aimed to encourage reforms and fast track planned development of 

identified cities. The mission focussed on 63 cities with 35 of them cities with 

million plus population and remaining 28 selected on account of being State’s 

capitals or other importance. The mission estimated investment requirement of 

Rs.1.20 lakh crore starting 2005-6 for 7 years with an annual requirement of 

Rs.17219.5 crore.  The status of the projects as on 31 March 2014 per the 

concerned ministries’ website under various components of the mission is as 

follows:- 

Component No of 
Projects 
Approved 

Approved 
Cost 

Central 
Share 

Central 
Share 
released 

Projects 
completed 

UIG 619 66,670 31091 21742 227 
UIDSSMT 1148 26,817 21616 12730 453 
BSUP/IHSDP 1520774* 40251 21595 17118 788241* 

 Cost and Share figures in Rs.crore, * Dwelling units 

Table 9: Status of the projects as on 31 March 2014 

The investment under UIDSSMT and IHSDP component has been towards towns 

other than mission cities. If the proportion of release made by Central Government 

is taken, the overall financial progress against sanctions is around 69% which 

translates into total investment of around Rs.93000 crore till now. This investment 

would also include the State share and the contribution of local body as per the 
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design of the scheme. 65 mission cities under the Urban Infrastructure and 

Governance component have been able to absorb an investment of around 

Rs.47000 crore over a period of almost 8 years.  

The facts above help us in planning the future investment. Different scenarios 

emerge from the announcement of building 100 smart cities. These could range 

from a scenario of building completely new 100 cities to the scenario of converting 

the existing urban agglomerations to smart cities. Comprehensive development of 

the entire city with focus on physical and social infrastructure and ensuring 

sustainable and efficient systems are expected ingredients of a smart city. The High 

Power Expert Committee (HPEC) in its report submitted in March 2011 on Indian 

urban infrastructure and services has calculated the following per capita capital 

(CAPEX) and operation expenditure (OPEX) requirements (2009-10 prices) :- 

Per Capita In Rs.     

Sector Average CAPEX Average OPEX 

Water Supply 5099 501 

Sewerage 4704 286 

Solid Waste Mgmt. 391 155 

Urban Roads 22974 397 

Storm water Drains 3526 53 

Urban Transport 5380 371 

Traffic Support Infra 945 34 

Street lighting 366 8 

Total 43385 1805 

Source HPEC report     
Table 10: Per capita capital (CAPEX) and operation expenditure (OPEX) 
requirements (2009-10 prices) 
 
Thus to tackle a city’s deficit completely at least in the above mentioned 

infrastructure sectors, an amount of Rs.43385 per capita is required at 2009-10 

prices for Capital works. Though the criteria for selection of cities is still open, even 

if a target is made to target at least 10 crore urban population, the total funds 

requirement would be around Rs. 4.5 lakh crore at 2009-10 prices. This can 

reasonably be inflated to a requirement of Rs. 8-9 lakh crore at current prices. This 

is a tall order considering the experience of JNNURM in which total investments 

have not crossed even 1 lakh crore. At current prices the total past investment can 

at best be reckoned at not exceeding Rs.2 lakh crore.  In addition to financing 

under Central Government programme, the empirical data suggests that an 

equivalent amount from various State Government devolutions, grants, Finance 

Commission grants can be garnered to supplement the Capital Expenditure. Thus 

on an optimistic note we can look forward to a financing window of around Rs.4-5 

lakh crore in next 8-9 years. The amount of investment in urban infrastructure 
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would also be limited by the sector’s absorptive capacity. Investment flow from 

private sector is expected to be limited in view of the difficulty in recovering 

investments from the user charges. The way user charges are structured at present 

it may be appropriate to target 100% operational expenditure recovery in initial 

phase.   

In case the existing cities only are selected as the candidates for smart cities, the 

results may not be very different from those achieved through implementation of 

JNNURM scheme. The decadal population growth in urban areas is expected to be 

more than 10 crore. Retrofitting the existing cities with the new infrastructure has 

its limitations in terms of achievement of the objectives.  Thus the need to set up 

new growth nodes or smart cities is compelling. While setting up new cities, the 

identification of growth nodes must take place in consultation with private 

investors and other stakeholders. It may be appropriate to build on the city cluster 

model enabling link to a growing metropolis to ensure economic linkages. As new 

city would require land, the same is ideally procured on Town Planning scheme 

mechanism with land use planning emphasising on vertical growth, economic and 

transport plan. To ensure strong interaction with the metropolis, high capacity 

world class transportation and communication backbone with the metropolis 

needs to be ensured. Setting up a 50 new cities of a capacity of 5 lakh each can be 

targeted in the first phase. Infrastructure investments of 2-3 lakh crore would be 

required as per the per capita requirements for comprehensive development. 

However, in the 2014 budget, government has shown some clear signs regarding 

this. Government has proposed an allocation of Rs 7,060 crore in the financial yeah 

of 2014-15. “The prime minister has a vision of developing 100 smart cities as 

satellite towns of larger cities and by modernising the existing mid-sized cities. 

With development reaching an increasingly large number of people, the pace of 

migration from the rural areas to the cities is increasing," finance minister Arun 

Jaitley said while presenting the Budget for 2014-15. The new cities should be 

developed to accommodate the burgeoning number of people, otherwise, the 

existing cities would soon become unlivable, he added. This is definitely a positive 

move towards achievement of better urban infrastructure. 
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2. CURENT NGO AND GOVERNMENT EFFORTS 

Government has undertaken various schemes to address this issue of urban 
infrastructure development.  
3.1 Jawaharlal Nehru National Urban Renewal Mission (JNNURM) is one of the 
very successful missions by the government. Government then introduced New 
Improved Jawaharlal Nehru National Urban Renewal Mission (NIJNNURM). While 
JNNURM focused on transferring some financial power to the local bodies, 
NIJNNURM focuses on capacity building and supports urban reforms within a 
program approach. According to the HPEC report on Indian Urban Infrastructure 
and services, government spent 0.10% of GDP to this scheme. In 2021-22, it is 
expected of the government to spend 0.13% of GDP on NIJNNURM. Also, in 2031-
32, government should be spending 0.25% of GDP on NIJNNURM. The launch of the 
JNNURM in December 2005 by the Government of India signaled the importance of 
the urban sector for the Indian economy. The Mission has certainly helped focus 
attention of policy makers in all three tiers of the government on the challenges 
facing the cities and towns of India and created dynamism in a sector which has 
long suffered neglect. 25. Progress in implementing reforms under the JNNURM 
has been slow, and it has been difficult to enforce conditionality of overall reforms 
in a project-based financing approach for a variety of reasons. The Mission has 
more generally exposed the lack of capacity at local government level to prepare 
and implement projects in urban infrastructure. The main features of the 
NIJNNURM are spelt out below: 
Coverage: Accessible to all cities/towns – big and small 
Scale: 0.25 per cent of GDP annually 
Duration: 20 years 
Capacity Building: A strong program of capacity creation 
Program Approach: ULBs should be required to lay out a framework detailing 
action items, financial and operating plans, monitoring program, and capacity 
building initiatives leading to reforms and achievement of service level standards 
City Differentials: Smaller cities and towns should be treated differently from 
larger cities and metros – for funding, capacity building and reform content and 
timelines. 
Funds for smaller ULBs should be channeled through intermediary institutions, 
and they should be encouraged to go in for pooled financing. For Municipal 
Corporations and Municipalities, in addition to a regular window, a special window 
should be created specifically for projects that could be financed and executed via 
PPP route, or by leveraging private sources of funding. 
Funding: It should be linked to a ULB-specific program of development and 
reform. Funding requirements are be routed through the state governments. State 
governments are not required to make any financial contribution towards the 
NIJNNURM because of the Committee’s recommendation for devolution. 
Contribution of the smaller ULBs has to be lower than that of the larger cities and 
metros. 
Governance: Monitoring of reforms at the state level; Focus on improvement in 
procurement systems by having standardized tender documents for key categories 
of urban infrastructure based on international best practices. 
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3.2 Urban Infrastructure and Governance (UIG) is an initiative by the 
government under JNNURM itself which aimed at providing basic services to 
the urban population, urban infrastructural development in urban areas and 
reformation of urban governance system. The details of the project are as 
follows: 

 Implemen
ting 
Agency 

Package No. of 
Project
s 

ACA Total 
Cost 

Rele
ase 

Expenditure 

Amount % 

1 Uttarakha
nd Peyjal 
Nigam 

UIG 4 132.
72 

165.90 109.
56 

99.11 90.46 

Stimulus 2 93.9
8 

117.48 28.1
2 

19.62 69.77 

Sub 
Total 

6 226.
70 

283.38 137.
68 

118.73 86.24 

2 PWD UIG 2 36.4
6 

45.57 12.3
7 

12.37 100.0
0 

3 Dehradun 
Nagar 
Nigam 

UIG 1 19.6
8 

24.60 6.15 2.67 43.41 

4 Haridwar 
Nagar 
Palika 
Parishad 

UIG 1 13.3
8 

16.72 4.18 0.00 0.00 

5 Nainital 
Nagar 
Palika 
Parishad 

Stimulus 1 7.44 9.30 2.33 0.03 0.00 

7 Uttarakha
nd 
Transport 
Corporati
on 

City Bus 
Service 

1 21.7
4 

27.18 16.9
0 

13.55 80.18 

UIG Total 8.00 202.
24 

252.79 132.
26 

114.15 86.31 

Stimulus Total 3.00 101.
42 

126.78 30.4
5 

19.65 64.53 

Grand Total 
(UIG+Stimulus+Buses) 

12 325.
41 

406.75 179.
61 

147.35 82.04 
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Table11: UIG Details 
 
By 31st March 2014, 619 projects had been approved. Some 67,000 crore rupees 
were sanctioned for the scheme. Of this, roughly 31,000 crore rupees were central 
government’s share and 22,000 crore rupees was state governments’ share. 
Government had already completed 227 projects.  
 
3.3 Urban Infrastructure Development Scheme for Small and Medium Towns 

(UIDSSMT) was urban development infrastructure scheme for small and 
medium towns, aiming at improvement in towns and cities in a planned 
manner. The Government of India has identified urban areas as engine of 
economic growth hub. Given the fact that till 2001, the Urban Population 
having 28% of the Country found to contribute 50 - 55 % of the National Gross 
Domestic Product (GDP) and by 2011, it contributed 60 - 65% (GDP) with an 
increase of 40% urban population in the Country, we need to provide this 
population sufficient infrastructure and basic services. For achieving this 
objective, it is considered essential that mission mode be adopted for 
implementation of urban infrastructure improvement program in a time-
bound in smaller urban cities too. Till 31st March, 2014, 1148 projects have 
been approved under this scheme. For them, some 26,817 crore rupees are 
sanctioned. Of this, 21,616 crore rupees is central government’s share and 
12,730 crore rupees is central governments’ share. Broad details of the project 
are as follows: 
 

 
 

 Table 12: UIDSSMT Details 
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The scheme plans to bring about two types of reforms: value based reforms and 
event based reforms. Their working plan is as follows: 
 

 

Figure 4: Reforms under UIDSSMT 

Details of the town wise reforms can be found in annexure III of appendix A 

 
3.4 Basic Service to the Urban Poor (BSUP) is again a part of JNNURM with a 

view of reforms driven, fast track, planned development of identified cities 
with focus on efficiency in urban infrastructure/services delivery mechanism, 
community participation and accountability of Urban Local Bodies (ULBs) 
towards citizens. 
 

3.4.1 Mission’s strategy: Planned urban perspective frameworks for a period of 
20-25 years (with 5 yearly updates) indicating policies, programs and strategies of 
meeting fund requirements would be prepared by every identified city. This 
perspective plan would be followed by preparation of Development Plans 
integrating land use with services, urban transport and environment management 
for every five year plan period. In this context, a City Development Plan (CDP) 
would be required before the city can access Mission funds. Cities will be required 
to prepare Detailed Project Reports for undertaking projects under identified 
areas. Private Sector Participation in development, management and financing of 
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Urban Infrastructure would be clearly delineated. Funds for identified cities would 
be released to the designated State Nodal Agency, which in turn would leverage 
additional resources from the State Government their own funds, funds of 
implementing agencies and funds from the financial institutions/private 
sector/capital market and External Aid. A revolving fund would be created to take 
care of operation and maintenance  
of various assets created under the Mission. 
 
3.4.2 Mission’s Objectives: There should be focused attention to integrated 
development of Basic Services to the Urban Poor in the cities covered under the 
Mission. Provision of Basic Services to Urban Poor including security of tenure at 
affordable prices, improved housing, water supply, sanitation and ensuring 
delivery through convergence of other already existing universal services of the 
Government for education, health and social security is also envisaged. Care will be 
taken to see that the urban poor are provided housing near their place of 
occupation. Secure effective linkages between asset creation and asset 
management so that the Basic Services to the Urban Poor created in the cities are 
not only maintained efficiently but also become self-sustaining over time. Ensure 
adequate investment of funds to fulfill deficiencies in the Basic Services to the 
Urban Poor. Scale up delivery of civic amenities and provision of utilities with 
emphasis on universal access to urban poor.  
 
3.4.3 Duration of the Mission: The duration of the Mission would be seven years 
beginning from the year 2005-2006. During this period, the Mission will seek to 
ensure sustainable development of select cities. An evaluation of the experience of 
implementation of the Mission would be undertaken before the commencement of 
Eleventh Five Year Plan and if, necessary, the program calibrated suitably. 
 
As of 31st Mach 2014, government had approved 1,520,774 projects under this 
scheme of which 788,241 have been completed. 40,251 crore rupees were 
sanctioned by the government for this project, of which 21,595 crore rupees was 
Central Government’s share and 17,118 crore rupees was State governments’ 
share.  
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4. RESULTS AND DISCUSSIONS 

It turns out that there is a huge gap between what needs to be spent on urban 

infrastructure and what is actually being spent. It needs to be understood that 

more than 30 percent of the Indian population lives in urban areas today. The High 

Powered Expert Committee’s projections suggest that India’s urban population, as 

presently defined, will be close to 600 million by 2031, more than double that in 

2001. Already the number of metropolitan cities with population of 1 million and 

above has increased from 35 in 2001 to 50 in 2011 and is expected to increase 

further to 87 by 2031. Despite this, less than 2% of the GDP is being spent on the 

development of urban infrastructure or the development of wellbeing of these 

people. This is a sad situation for Indian economy. Every major city in India lacks 

one eminent facility or the other. Also, the rising number of urban poor is 

astonishingly high. Insufficient employment opportunities and the incapability of 

the cities to sustain such high number of migrants is becoming of grave concern 

these days. Therefore, there is obviously an urgent need to increase the funds 

allocated to the development of urban infrastructure development as only 

infrastructure’s development can lead to a sustainable increase in the growth rate 

of the economy.  

Not only is it required to increase the amount of net funds for investment in urban 

infrastructure, but we also need to expend the existing funds judiciously. Up until 

now, all levels of government have invested the funds in an arbitrary manner. 

There was no prioritization with regards to on what sector should more funds be 

spent and on what sectors lesser. Every city or area has unique requirements and 

this is where the role of urban local bodies (ULBs) becomes important. By the 

Jawaharlal Nehru National Urban Renewal Mission (JNNURM), government has 

tried to strengthen these bodies by providing them with their individual financial 

budgets. However, funding of ULBs has been quite a big challenge. The own 

funding of these bodies has been declining lately. This brings pressure on funds 

released by the central government. This is clearly evident from the graph 

presented below. Thus, we not only need for an increased fund allocation to 

development of urban infrastructure, but also expending the available funds in the 

most appropriate and judicial way.  
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Figure 5: Declining contribution of ULBs towards funds 

In addition to the allocation of funds, the sector of Operations and Management has 

been gravely neglected. Taking consideration into the projection that Indian 

economy needs to invest Rs. 19.9 lakh crores in the twenty year period from 2012-

31 to upkeep the assets. Governments at all levels have often neglected the 

importance of this sector. This is the reason that even though India has some 

developed infrastructure, yet it is in pathetic state. When a government envisages 

creating a new infrastructural asset, seldom it views how the asset would be 

maintained in the future. This has led to poor maintenance and junking of the 

equipment. Very often we witness that water supply is erratic. Even if its regular, 

there are often problems related to the quality of water. In most of the cities, 

sewage pipes are blocked. The condition of urban roads is well talked of as roads in 

potholes. Street lighting is inadequate and the state of urban transport and traffic 

support infrastructure is only becoming more pathetic with rise in the number of 

vehicles. So, one can safely conclude that Operations and Maintenance is one sector 

that has been gravely neglected by the Indian government. 

When it comes to qualitative data, we need to allocated funds in the most 

productive way possible. Keeping the points of such as that allocation of funds 

should be such that it benefits the maximum number of people, prioritization of 

tier 2 cities, migrated people and concept of inclusive growth under consideration; 

we find out that water supply and sanitation are the two most important sectors. If 

we take state as a reference unit, we identify that proper water supply and 

sanitation facilities are two sectors that every state lacks. Sanitation here means 

sewerage system and solid waste management. So, these should be given utmost 

importance. Also, without development of these sectors, it becomes useless to 
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develop other infrastructure as if people do not have access to basic amenities like 

water and clean environment, growth would be nullified.  

Though government has taken some steps towards improvement of water supply 

and sanitation, they seem to be highly insufficient. It is impossible for the 

government to alone manage mobilization of funds towards development of water 

and sanitation. Public participation is very much demanded here. There are also 

questions raising in reference to sustainability and maintenance of the quality of 

water supplied and sanitation provided in many areas.  

Coming to the aspect of smart cities, government has already spent 1.3 lakh crores 

on this project. The details of amount spent are as follows: 

Component  No. of 
projects 
approved  

Approved 
cost (in 
Rupees 
crores)  

Central 
Share 
(in 
Rupees 
crores)  

Central 
Share 
Released 
(in 
Rupees 
crores)  

Projects 
Completed  

UIG  619  66,670  31,091  21,742  227  

UIDSSMT  1,148  26,817  21,616  12,730  453  

BSUP/IHSDP  15,20,774  40,251  21,595  17,118  7,88,241  

Table 13: Amount spent by government for smart cities     

These facts help us in planning for future. To ensure strong interaction with the 

metropolis, high capacity world class transportation and communication backbone 

with the metropolis needs to be ensured. Setting up a 50 new cities of a capacity of 

5 lakh each can be targeted in the first phase. Infrastructure investments of 2-3 

lakh crore would be required as per the per capita requirements for 

comprehensive development. The existing cities cannot also be neglected 

altogether. However water and sanitation sector can be prioritised for 

comprehensive coverage in 50 cities with overall 10 crore population. This can be 

accomplished with an investment of Rs.2-3 lakh crore. It can deliver the outcomes 

on a result based framework if attempted through performance based contracts. 

Convergence of state and central programs is essential to provide atleast 4-5 lakh 

crores because their divergence can be very fatal. If state government feels one 

sector needs to be developed and central government feels the same for some 

other sector, there will be a conflict of interests and the funds will be wasted. Also, 

capacity building, institutional development, standard procurement guidelines and 

private sector capacity are some sectors which need great improvement.  
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It is necessary to prioritize to prioritise either cities or sectors for investment as 

the requirements for 10 crore population is almost double of the capacity to 

mobilise and implement. We need to atleast double the allocations in the next 5-10 

years. It may be better to focus on achieving 100% coverage in water and 

sanitation only for total 10 crore population of existing cities on a result based 

framework. This can be achieved in Rs.2-3 lakh crore over next 8-9 years. Another 

2-3 lakh crore rupees can be invested for 50 new cities with a population of 5 lakh 

each over next 8-9 years.  
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5. RECOMMENDATIONS, THEIR SCOPE AND STRATEGY FOR 

IMPLEMENTATION 

 

5.1 Recommendation and Scope 

As suggested, we definitely need to increase the funds allocated to development of 

urban infrastructure. This is because the High Powered Expert Committee 

estimated 39.2 lakh crore rupees to be spent on development of urban 

infrastructure over a period of 20 years, i.e. 2011-30. This meant if government 

spent 39.2 lakh crores in 2011 itself, India would not need any more funding in the 

field of development of urban infrastructure for the next 20 years. But, as our 

calculations show, government has been able to spend only 2 lakh crore rupees on 

the development of urban infrastructure. Therefore, there is an instantaneous need 

for increasing the fund allocation. It needs to be at least doubled in the next five 

years to complete the requirements suggested by the High Powered Expert 

Committee Report in the given time span.  

Besides the increment in fund allocation, we need to prioritize as to where to 

spend maximum and what areas should be given more importance. We suggest 

that water supply and sanitation should be given utmost importance as they are 

the basic amenities that every citizen has right to. If any citizen is deprived of these 

basic facilities, then it is a slur for the Indian economy. So, the government should 

first improve these facilities in each and every area and then focus on other higher 

technologies.  

For the fund collection, convergence of State and Central programs is very 

important as central government alone cannot raise funds for each and every area 

and state government might not be able to raise enough funds all by itself. SO, 

convergence becomes very important here. As per our analysis, convergence 

should be in place for raising of at least 4-5 lakh crore rupees over the next 8-9 

years.   

As analyzed above, absorptive capacity needs major revamp in terms of capacity 

building, institutional development, standard procurement guidelines and private 

sector capacity.  

Operations and Management sector has been gravely neglected by Indian 

government. Though High Powered Expert Committee estimated 19.9 lakh crore 

rupees as the requirement for operations and management sector, government has 

spent less than a crore rupees in the last five years. So, in a fourth of the given time 

period, government has spent only 5% of the estimated requirement. This needs to 

be increased by at least 3 to four times over the next 5-6 years time period.  
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5.2 Flowchart for Implementation 

 

Given below is the flowchart showing as to what steps should be taken by the 

government.  

 

         Figure 6: Strategy for Implementation 

 

 

 

 

 

 

 

 

 

OPERATIONS AND MANAGEMENT SECTOR 

Importance to O&M sector by increasing the funds allocated to this sector. 

DECENTRALIZATION 

Focus on importance of Urban local 
bodies. 

More financial liberty to Municipalities 
by  allocating them individual 

budgetary funds. 

MORE FUNDS 

The allocation of funds needs to be at 
least doubled in the next five years. 

Raising of more funds should be 
achieved by convergence of central 
and state governments. 

INSTANT NEED 

There is an urgent need that government at all levels should expend on water 
supply and sanitation. This can be even 100% of the funds allocated in a given 
area. 
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6. SUGGESTIONS FOR FUTURE WORK 

Due to time limitation and inadequate availability of data, the exact figures 

could not be attained for any sector. This can be carried out in future. 

Also, we had planned to make a detailed plan for a tier 2 city and find strategies 

for its implementation. Again, due to availability of limited time, this could not 

be done. The analysis carried out is very general and not city specific. In future, 

a city specific analysis can be carried out and water supply and sanitation 

improvement measures can be carried out in them. 

Analysis of Operations and Management sector could not be carried out in 

detail. The analysis regarding this sector as to what is being done in this sector 

and how efficient is that needs to be carried out. The importance of this sector 

needs to be understood by the government and measures in this sector need to 

be suggested. 

Not many case studies could be carried out during the project as to what other 

countries are doing in this sector for improvement. This is important because 

we can get different ideas as to how India can proceed further and in 

formulating new strategies. 
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7. CONCLUSION 

Financing of urban infrastructure faces a number of problems - from 

insufficient allocation of funds to inefficient allocation of existing resources. 

Government has been taking various measures to address this problem and 

improve the living conditions in urban areas. However, these measures seem to 

be insufficient as the quantity of slums is still very high in Indian urban areas. 

People do not have access to even basic amenities such as water supply, clean 

living conditions and proper housing facilities. In some urban areas, there is 

even lack of proper food supply.  

Though urbanization is an important aspect for the growing India as cities 

provide a major share of GDP, the number of poor people is still very high in 

these areas. In a backward economy like Indian economy, inclusive growth is 

very important. The agglomeration sure has brought benefits to the Indian 

economy, but at the expense of urban poor. Urban areas are perfect examples 

of rich and poor coexistence. To bring these poor people at least at a basic level 

of living, urban infrastructure needs to be developed. This can be done only by 

first focussing on water supply and sanitation and then on other sectors. 

In India, even the existing infrastructure isn’t being used properly. It is being 

rusted day by day only to get chunks of iron. And then, when something major 

comes up, again a lot of money needs to be spent to rebuild allthat 

infrastructure. A classic example of the same is what happened during 

Commonwealth Games in Delhi in 2010. Majority of the existing infrastructure 

such as stadiums were rebuilt. And when the games were over, these stadiums 

were out of use. Public toilets are another example. These are being built every 

now and then in various areas, but due to inadequate maintenance, they 

become nothing but acid emitting smelly areas.  

So, Indian government needs to improve its attempts and bring about a 

revolution in urban infrastructure. 
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Appendix A 

Annexure-I 
 
Table1: Urban Infrastructural needs 2012-31 
Department 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15

Net Requirements 39.2 42.94805 47.01547 50.56424 53.76044 58.18238

Urban Roads 17.3 18.95412 20.74918 22.31534 23.72591 25.67743

Urban Transport 4.49426 4.923973 5.3903 5.797165 6.163607 6.67058

Renewal and Redevelopment including Slums4.08955 4.480567 4.904901 5.275128 5.608571 6.069891

Capacity Building 1.01759 1.114885 1.220471 1.312594 1.395563 1.510352

Other Sectors 3.09815 3.394375 3.715842 3.996317 3.950722 4.275679

Total 39.1652 42.90993 46.97373 50.51936 53.39936 57.7916

O&M requirements 19.9 21.80271 23.86755 25.66909 27.29165 29.53646

11.87395

Traffic Support Infrastructure 0.97985 1.073537 1.175207 1.263913 1.343805 1.454337

Urban services such as water supply, sewerage, solid8 8.764909 9.594994 10.31923 10.97152

 
 

Table2: Financing of Urban Infrastructure for 2011-12 

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15

Total Expenditure 1.59 1.59 1.59 1.59 1.59 1.59

Own Revenue 0.5 0.5 0.5 0.5 0.5 0.5

Revenue from entities other than ULBs 0.33 0.33 0.33 0.33 0.33 0.33

Transfers from state governments 0.32 0.32 0.32 0.32 0.32 0.32

Other GoI Grants 0.13 0.13 0.13 0.13 0.13 0.13

JNNURM 0.1 0.1 0.1 0.1 0.1 0.1

Deficit 0.21 0.21 0.21 0.21 0.21 0.21

 

Table3: Nominal Expenditure (in Rupees Crores) in 2011-12 

2009-10 2010-11 2011-12 2012-13 2013-14

Total Expenditure 1.029974 1.239455 1.427017 1.593279 1.805445

Own Revenue 0.323891 0.389766 0.448747 0.501031 0.56775

Revenue from entities other than ULBs 0.213768 0.257245 0.296173 0.33068 0.374715

Transfers from state governments 0.20729 0.24945 0.287198 0.32066 0.36336

Other GoI Grants 0.084212 0.101339 0.116674 0.130268 0.147615

JNNURM 0.064778 0.077953 0.089749 0.100206 0.11355

Deficit 0.136034 0.163702 0.188474 0.210433 0.238455
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Table4: Financing of Urban Infrastructure for 2021-22 

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15

Total Expenditure 2.1 2.1 2.1 2.1 2.1 2.1

Own Revenue 1.17 1.17 1.17 1.17 1.17 1.17

Revenue from entities other than ULBs 0.25 0.25 0.25 0.25 0.25 0.25

Transfers from state governments 0.16 0.16 0.16 0.16 0.16 0.16

Other GoI Grants 0.13 0.13 0.13 0.13 0.13 0.13

Deficit 0.39 0.39 0.39 0.39 0.39 0.39

Total 2.1 2.1 2.1 2.1 2.1 2.1

 

Table5: Nominal Expenditure (in Rupees Crores) in 2021-22 

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15

Total Expenditure 1.360344 1.637016 1.884739 2.10433 2.38455 2.527623

Own Revenue 0.757906 0.912052 1.050069 1.172413 1.328535 1.408247

Revenue from entities other than ULBs 0.161946 0.194883 0.224374 0.250516 0.283875 0.300908

Transfers from state governments 0.103645 0.124725 0.143599 0.16033 0.18168 0.192581

Other GoI Grants 0.084212 0.101339 0.116674 0.130268 0.147615 0.156472

Deficit 0.252635 0.304017 0.350023 0.390804 0.442845 0.469416

Total 1.360344 1.637016 1.884739 2.10433 2.38455 2.527623

 

Table6: Financing of Urban Infrastructure for 2031-32 

2009-10 2010-11 2011-12 2012-13 2013-14 2014-15

Total Expenditure 2.16 2.16 2.16 2.16 2.16 2.16

Own Revenue 1.47 1.47 1.47 1.47 1.47 1.47

Revenue from entities other than ULBs 0.25 0.25 0.25 0.25 0.25 0.25

Transfers from state governments 0.16 0.16 0.16 0.16 0.16 0.16

Other GoI Grants 0.13 0.13 0.13 0.13 0.13 0.13

Deficit 0.15 0.15 0.15 0.15 0.15 0.15

Total 2.16 2.16 2.16 2.16 2.16 2.16

 

 

 

 

 

Table7: Nominal Expenditure (in Rupees Crores) in 2021-22 
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2009-10 2010-11 2011-12 2012-13 2013-14 2014-15

Total Expenditure 1.399211 1.683788 1.938589 2.164454 2.45268 2.599841

Own Revenue 0.952241 1.145911 1.319317 1.473031 1.669185 1.769336

Revenue from entities other than ULBs 0.161946 0.194883 0.224374 0.250516 0.283875 0.300908

Transfers from state governments 0.103645 0.124725 0.143599 0.16033 0.18168 0.192581

Other GoI Grants 0.084212 0.101339 0.116674 0.130268 0.147615 0.156472

Deficit 0.097167 0.11693 0.134624 0.150309 0.170325 0.180545

Total 1.399211 1.683788 1.938589 2.164454 2.45268 2.599841
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Table1: Expenditure by states on Urban Infrastructure 

STATE 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15

Andhra Pradesh 20884.7 32120.2 23879.9 39523.7 39949.3 43944.23

Arunachal Pradesh 111.3 119.7 164.8 232.6 259.8 285.78

Assam 2367.6 8871.2 3596.6 9245.9 7433.4 8176.74

Bihar 10455 12182.5 5723.3 14503.7 17834.8 19618.28

Chhattisgarh 3644 5069.9 4029.9 10009 11264.6 12391.06

Goa 703 878.6 785.8 1102.8 2074.6 2282.06

Gujarat 48792.6 48856.2 43105.6 59602.1 56553.3 62208.63

Haryana 3340.2 10462.2 9541.9 20234.7 22626.6 24889.26

Himachal Pradesh 1135.9 890.8 1142.3 1802.7 1826.9 2009.59

Jammu and Kashmir 2542.3 3040 3407 3754.3 3840.8 4224.88

Jharkhand 1076 1557.2 1060.3 3615.8 11433.8 12577.18

Karnataka 7525.7 13676.3 5977.8 7892.6 9566.2 10522.82

Kerala 3454.1 7604 2739.7 7438.7 12698.6 13968.46

Madhya Pradesh 4978.1 9610.8 8905.8 15029.1 18765.4 20641.94

Maharashtra 43402 43241.5 42735.9 54662.1 60304.9 66335.39

Manipur 297.3 538.7 512.8 696.9 459.4 505.34

Meghalaya 362.7 536.8 445.5 859.9 612.6 673.86

Mizoram 276.3 401.9 370 477 398.1 437.91

Nagaland 46.4 120.2 91.6 227.9 298.2 328.02

Odisha 2746.7 2935.3 1650.9 2722.2 6509.5 7160.45

Punjab 250.9 254.7 236.3 1615.7 1679.4 1847.34

Rajasthan 10679.2 13300.4 15041.5 26056.6 26297.8 28927.58

Sikkim 151.3 292.8 262.3 225.9 421.8 463.98

Tamil Nadu 17315.1 12851.6 9009.3 20350 22010.4 24211.44

Tripura 550.7 746.3 756.7 2070.3 2005.5 2206.05

Uttarakhand 5547.7 4689.4 1711 1571.4 1826.1 2008.71

Uttar Pradesh 8383 15643.6 9534.2 10542.7 25032.6 27535.86

West Bengal 26424.4 30629.8 31978.8 39993.5 49104.9 54015.39

Delhi 13107 11356 14434.5 16249.3 16449.7 18094.67

Puducherry 521.2 894.8 508.5 655.4 1188 1306.8

All revenue expenditure 241072.5 293373.2 243340.5 364954.7 430727 473799.7

REVENUE EXPENDITURE IN Rupees Crores24107.25 29337.32 24334.05 36495.47 43072.7 47379.97

All States 227444.3 281122.4 228397.5 348050 413089.3 454398.2
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Table 1: Detailed reports of Urban Infrastructure Development Scheme for 

Small and Medium Towns-I 

 

 

 

 

 

Table 2: Detailed reports of Urban Infrastructure Development Scheme for 

Small and Medium Towns-II 
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Table 3: Details of reforms under UIDSSMT 
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Table 4: Detailed reports of Urban Infrastructure Development Scheme for 

Small and Medium Towns-III 
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Table 5: Detailed reports of Urban Infrastructure Development Scheme for 

Small and Medium Towns-IV 
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Table 6: Detailed reports of Urban Infrastructure Development Scheme for 

Small and Medium Towns-V 
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Table 7: Detailed reports of Urban Infrastructure Development Scheme for 

Small and Medium Towns-VI 
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Table 8: Detailed reports of Urban Infrastructure Development Scheme for 

Small and Medium Towns-VII 
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Table 9: Detailed reports of Urban Infrastructure Development Scheme for 

Small and Medium Towns-VIII 
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Table 10: Detailed reports of Urban Infrastructure Development Scheme for 

Small and Medium Towns-IX 
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Table 11: Detailed reports of Urban Infrastructure Development Scheme for 

Small and Medium Towns-X 
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“The highest measure of democracy is neither the 

‘extent of freedom’ nor the ‘extent of equality’ but 
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rather the highest measure of participation.” 

- A.D. Benoist 

 

Rakshak Foundation creates awareness domestically and internationally 

about the rights and responsibilities of citizens towards the society and 

state. Rakshak engages in and supports social and scientific research on 

public policy and social issues. 

 

 

     GET INSPIRED               IDENTIFY YOUR PASSION           GET INVOLVED 

 

Email: secretary@rakshakfoundation.org 

Website: www.rakshakfoundation.org 
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