Dellberatrons on the fmdinqs of Hrqh Powered E Qert Commlttee (HPEC) report
' ' held on 29 9 2011 at quvan Bhavan New Delhl '

_ A one day dehberation was held under the chalrmanshtp of Hon’ble Union
'-Mlnlster of Urban Development Shi’l Kamal Nath on 29" September, 2011 at Vigyan
'_ "_Bhawan New Delhl to drscuss the flnd[ngs of the report on Indian Urban Infrastructure
;and Ser\nces by the High Powered Expert Committee (HPEC) headed
o by Dr Isher Judge Ahufwalla and recelve feedback from state Ievei ofﬂmals |

2 LES’[ of partictpants |s annexed (Annexure A)

3 ._At __the :-outs_e_t_, J_olnt Secretary & Mrsmon Director, Jawaharlal Nehru National
Urban Renewal Mission (JnNURM) welcomed the Hon'ble Minister of Urban
Development, Hon’ble Minister of State of Urban Development and Hon’ble Minister for
Ministry of HUPA & Culture and all the participants and briefly deliberated on the
agenda for the discussion.

4, Speaking on the occasion, Hon'ble MoUD Shri Kamal Nath in his address stated :
that the HPEC report set the way forward for the next phase of JNNURM. He
emphasze_ed_ the need for_ developing different models for different sizes of Clt_les
depending upon their specific requirements. He also suggested for deliberation that
new mechanism of loan to grant wherem [oans would be provided to States/Cltzes and
then converted into grants on achievement of certain targeted reforms by States/CItles
He stressed on the need to focus on small and medium towns as well as increase
banka_bility of local bodies. He stressed the need for an interactive session and
requested the States to provide there inputs.

5. The Hon'ble Minister of State, Shri Saugata Roy in his address said that as Cities
are growth drivers, huge investment is required in urban areas fo get the desired 8 to 10
percent growth in GDP. The Hon’ble Minister of Housing and Urban Poverty Alleviation
Kumari Selja while commending the HPEC report stressed the need for further capacity
building especiaily at the third tier of government and also expressed the need for
supporting the informal sector, which is the major driving force behind the economic
growth of a city.
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. 6 Dr !sher Judge Ahluwalia Chalrperson of HPEC made a presentaﬂon and -
-'-brought out the major pomts of the HPEC report which prov;des a comprehenswe
E _.framework of urban pohcy and p!annmg, mcludlng major aspects of Service Delivery,

Governance, Fmancmg,_lnvestment in urban . mfrastructure and Operatlons and

.Nfalntenance prov:smn for urban lnfrastructure assets ln India. The Report highiights

_Ethe crucial smportance of capacﬁy buﬁdlng of the Iocai bodies and an increased
investment in urban lnfrastructure from O 7% of the GDP in the current financial year to

.' : _;'.-1 1% by 2031 32 Dr Ah!uwaha called for feedback from the States and C|t|es on the .
E -':-ireport and parhcu!arly asked ihem to prov;de suggestlons for the ‘way forward for )

JnNURM Phase 1. Major hlghi!ghts of the HPEC Report which is available on the
NIUA website at http [www. niva, orq/proiects/hpec/FlnaIReport hpec pdf are annexed,

(Annexure B)

7. The key issues highlighted in the HPEC report were stressed upon by Dr. Sudhir
Krishna, Secretary, MoUD and Sh. A.K Misra, Secretary, MoHUPA. Issues discussed
included the role of cities in the fast-growing urbanisation scenario, infrastructure
inadequacies and its inequitable disiribution, and the need for efficient and effective
management of services at the urban local body level. The investment requirements
identified by HPEC for creation of physfcai infrastructure and services as well as
operation and mamtenance (O&M) and the necessity for capacity building and

professnonalizatlon of ser\nces in urban locat bodies was also discussed.

8. The Secretary, MoUD and Secretary, MoHUPA were the co- chairs for the sess:on
mwtmg feedback from the states. Opening the d:scussmn Secretary, -MoUD.
emphasized the need for physical data from the LBs and the States whereby informed
decisions can be taken while formulating policies. He further observed that funding
directly to ULBs is not possible as the federal status of the state has to be respected. In
order to avoid delay in fund transfer, he suggested taking measures for speedy release
of funds from Centre to state and to ULBs. Furtherl he suggested operation and
maintenance shouid not be seen as a separate component, instead it should be

calculated as a part of the overall project.



) ‘9. Shr[ Arun Kumar lVl|sra Secretary, MoHUPA called for a more eqmtable program .
'-_ _wherem the ULB is glven the cho:ce of request;ng for prOJects under JnNURM He also
"-suggested that the coverage of second JnNURM should be wider as the numbers of -
B ULBs have mcreased from 5000 to over 7000 in 2011. He also suggested that a graded
o system for ULBS couid be developed based on the capacrty of ULBs to |mplement‘_
| _prolects and reforms | R : '

: '10 The partlc:lpants representlng the States dellberated on the Issues and gave therr o
o feedbackasfollows- - SRR R S . _

Dr VilaV Kumar._ __S‘e_o_reta.ry (UD), 'Govern'rne_nt of An_d.hr_a Pradesh.

s Owing to the large number of projects, the role of the housing department is too
big to be merged with the other departments.

¢ There is already continuity in Urban and Rural transport. Ring fencing of urban
transport may not work except in case of bigger cities.

Dr Debashis Sen, Principal Secretary (UD). Government of West Bengal

« Convergence in departments should not be holistic, there should be selective
me'rging.

e HPEC has ignored the role of Development Authorities. While policy decisions
should be taken by Mayor/ULBs, execution of projects should be left to the
Developrnent_Authorities. |

« Town planning needs revamping and should be brought under the purview of
Developrnent Authorities.

Mr Guru Mahaptra, Commissioner, Government of Gujarat

¢ |Implementation of Municipal Corporation Act in Maharashtra and Gujarat shouid

be examined and used as a model in other States.

s A regulator is required for tariff setting and monitoring of urban utilities.

Mr D S Mishra, Principal Secretary(UD), Government of Uttar Pradesh




There should be an Urban DeveIOpment Commlssmner at State Level on lines of. |

Agncultura Productlon Comm|55|on (APC) to coordmate actlvztles of urban_

development Urban Transport E—lousmg and Urban Poverty Allevzatlon

.Mummpal Corporatlon and Munac|pal|t1es Acts should be revisited and

o harmomsed

% TW'”“Cfty/ agglomeranon Concept should be followed especnally in dellvery of _
":_servsces such as solld waste management ' LR

_A unlfled e- governance model is requ:red at the State Ievel

Reform agenda should be mcremental m a phased manner.

Delays in fund flow to ULBs need to be reduced.

Fund_ flow should be phased so as to cover the entire requirements of the cities
being covered at present, before looking at new cities to fund. Cities where
projects are underW?y should be focused on till the time their needs are
completely addressed, instead of thinly spreading resources.

A project based approach should be followed and fund requirement assessed for

next 15-20 years. Priority should be decided by state government.

Th_e_re_ should be a l_in:kag'e_ between asset development and asset management.

JnNURM Il should take into consideration the role of the deveiopment authorities.
Gol should help in fmancmg of experts for ULBs for a certazn perlod of time to
meet their capacaty gap. '

Development of satellzte towns should be looked at to concentrate migration from
rural to urban.

Mr Sourabh Garq. Principal Secretary (UD). Government of Orissa.

@

Monetary incentives should be provided for urbanisation so that all Census towns
declare themselves as urban under the Act.

JANURM il should have a component for capacity creation to enable hiring of
professionals at the ULB level.



Exnstmg structures of DUDA (Dlstrlct Urban Development Agenczes) should be

strengthened by way of fundmg and appomtmg a prOJect dlrector and addmonal
staff. _ | | a '_ O

Reai Estate regulator is essentlal to ensure reasonable land unlocklng and
monztorang _ - | | o | o
Graded fundmg of ULBs - gradatlon should be done both in terms of sectors to
be funded as well as percentage of fundmg '

| ..Mr M K Das Commlssmner Surat :

® The_ -Mayor is .usuel_ly u_nder.tremendous political pressure and as such is unable
fo petform administretiv_e_functions. The existing system led by the Commissioner
has yielded good _result_s in the case of Surat. The Mayor's term is presently 2.5
years and cannot be extended further.

Mr. Saniay Shukla, Commissioner, U.D. Govt. of Madhya Pradesh

¢ Currently the party affiliation of the Councillors/ Mayors often affects the final
outcomes of the_projects._ There should be broad guidelines to address this issue.

e Standard bidding doeume_nts and RFPs are essential.

e There needs to be a directive from the Gol for local bodies to be able to engage
consultants on short or medium term basis. | |

The Representative from North Eastern States (Assam, Manipur, Mizoram, Sikkim)

¢ There should be a provision for livelihood in projects.

s North Eastern states have infrinsic problems due to difficult terrain and
implications of 6 Schedule of the Constitution.

¢ North eastern states face skill deficit, need help from professionals. Mission
should provide for hiring of professionals to fill this skill gap.

e JNNURM in its straight jacket approach did not take into account sensitivities of
NE states such as their inability to hold municipal elections due to restrictions
under Sixth Schedule.



: :A iocal body- specrt" c reforms may be a good approach

_: -HPEC recommends 44% to be spent on urban roads Aii NE states woutd face

" problems rn acqurnng iand moreover the cost of Iand has not been ;nctuded in

e the HPEC estimates '

e

_ -Sufftc;lent funds should be devolved to North Eastern States

o The 'Representative from Government of -Kerala S

3"in ‘case of Kera]a most of the powers I|e W|th the elected representattves and

S there rs now a need to re empower Commlssroners ws a—vrs Mayors R

"Gulde_tl_nes for ._U_L_B_s needed from _;Gol for financial management.

Project based __tu_nding to programme based approach in JNNURM Il is
recommended.

Mr Manmghan Singh, Enq_ineer, Government of Punjab

Most Corporations are headed by political people and hence often face political

issues in impler_n'entation. All activities should be synchronized at central level.

Capacity bu_i_t_d_in_g r_eq_uire_d at ULB level for preparing/reviewing RFPs.

';PURA concept could be looked at so that migration can be minimized.

Twrn cities concept could be promoted Punjab presently divided into 8 clusters
for S\NM _ ' g
A__g_gtomer_atlon; _'N_ot many new cities have been identified since independence.

Vast stretches of barren land should be identified and developed as new cities.

The Representattve from _Government of Himachal Pradesh

Specific provisions are needed for hilly areas as against plain areas, since cost of

construction and time required is much higher.

Mr Rakesh Ranian, Director, Planning Commission

There should be a provision of incentives for efficient States/ ULBs and

protective funds for weaker State/ ULBs.



o _'5'_11 Mr Mod[ a member of Dr Ahulwaha s team made a presentatlon on the |ssue of
lflﬂnancmg lndlcatlng the sallent features as foliows - ' '
o e "Excluswe taxes are llmlted _ | ' | |
:.' e __ '-State should smpose a tax and devolve a pre specnfled percentage to Iocal
i 'bodles based on populatlon o SRR - =
: e Till the time GST doesnt come in place 25% of state revenue should be
b L fas&gned _to .ULBs. Th|s reser_ve can be -u_se__d -by.ULBs fgr borrowmg or PPP.

'_'12 in the concludmg sesszon the Chalrperson took mto view ali the det;berat;ons and
: recommendatlons that had ensued He asked the partlczpants to e-mail to the Mlssmn
Dlrectorate any further suggestlons whtch could be kept in view while planning Phase-|
of JNNURM Aiong with the deliberations of the day, it was also generally agreed that
the approach to Pha_se Il c_ould address the following:

¢ The need to move away from a project based approach towards a program -

based approach.

o Consideratio.n of 15-20 year programme duration (Hon'ble UDM suggested that

' du_ration_iqnge_r than 10 years often leads to complacence).

¢ Separate wtndow for weaker ULBs and PPP window for medium to strong ULBs.
Incentivization for PPP projects could be considered. .
¢ A one-time incentive of Rs. 2 Crore for each area that is urbanized.

» Greater stress on small and medium towns with different reform conditionalities
for them.

e The possibility of making the programme design on the lines of RKVY and also to

explore the possibilities making it more flexible.

« JONURM could be a loan to grant scheme for which further examination as per
the finance regulation ‘Fiscal Regulation and Budget Management’ could be

examined.



B :__ e There shouid be greater stress on increase of revenues of the iocal bodres and

~.on capacﬂy burtdsng Further a Campalgn on civic sense could be undertaken
5 wrth JnNURM funds ' ' :

13 On two pornts Dr Ahtuwaha hrgh!lghted strong drfferences wrth the points made e :

. ]by some state particapants i. e, A under no crrcumstances should JNNURM funding
" be provrded for O&M because mamtenance and operatlon has to be aftended to by

-"_._'resource mobrllsatron by ULBS as recommended by HPEC i) Development '

R _'Authorrtres may well have to contlnue to delrver servrces in some states but they

" must be made accountabte o the ULBs by havrng ULB Chlefs on therr Board as
recommended by the HPEC.

14. Hon'ble MoUD suggested that more feedback should be sought from a small
subgroup of the state representatives in preparing the guidelines for the new
JNNURM.

15. The workshop ended with thanks to the chair and all participants from the
States/UTs and Ministries.
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: Report on Indian Urban Infrastructure and Servnces '
By H:gh Powered Expert Commiitee Chaired by Dr Isher Ahluwalla '
© March2011' . |
- Summary and Recommendations

.' . Indla is urbamsmg Thls transxtlon whlch WIH see India’s urban population reach a ﬁgure

L -_:close to 600 million by 2031 is not sunply a shift of demographlcs It places cmes and towns

: - atthe centre of India’s development trajectory In the coming decades the urban. sector W1ll

"'Eplay a critical role in the struotural transformatlon of the Indian economy and m sustammg

o othe h}gh rates of economlc growth Ensurmg high quahty pu’ohc servu:es for all in the 01t1es_ o

:' and tovms of Indla is an end in itself, but 1t Wlll also fa;c:llltate the full reahsaﬂon of Indla s
economtc potentlal - ' : S

. This Report comes to the conclusion that India’s economic growth momentum cannot be
sustained if urbanisation is not actively facilitated. Nor can poverty be addressed if the needs
ofthe urban poor are isolated from the broader challenges of managing urbanisation. Cities
will have to become the engines of national development. India cannot afford to get its urban
strategy wrong, but it cannot get it right without bringing about a fundamental shift in the
mindset which separates rural from the urban.

. The Report argues that the challenge of managing urbanisation will have to be addressed
through a combination of increased investment, strengthening the framework for governance
._and financing, and a comprehenswe capacny bu11dmg programme at aﬂ levels of
o _government ' ' : ' '

. At the centre of this approach is the role of cities and towns in an interdependent federal
system. The Committee is of the view that India’s municipal corporations, municipalities zind
nagar panchayats, commonly known as urban local bodies (ULBs) need to be strengthened
as local self-government with clear functions, independent financial resources, and autonomy
to take decisions on investment and service delivery. They must also be made accountable to
citizens. Elements of this shift are already present in the local

government framework as reflected in the 74™ Constitutional Amendment, the Jawaharlal
Nehru National Urban Renewal Mission (JNNURM), and the emphasis placed on the urban
sector by the Thirteenth Central Finance Commission.

. This Report makes a case for a comprehensive framework of urban policy and planning. The
key elements of this framework are:

¢ Increasing investment in urban infrastructure from 0.7 per cent of GDP in 2011-12 to

X . . N
Full report is available on www. niua.org



N per cent by 2031 32 : : : .
* In assocaation mcreasmg spendmg on mamtalnmg assets oid and new
: . -_.'Engagmg in renewal and redevelopment of urban areas including slums .~

. :'.Improvmg reg10na1 and metropohtan plannmg w1th mtegratlon of 1and use and
L 'transportation - S
~» Ensuring access to serwces for ail moludmg the poor to meet the recommended norms

X3 j-Reformmg systems of servrce delivery _ _
e fmprovmg governance of c1tles and towns by a unified command under a Mayor
. Strengthenmg and securmg the financial base of ULBs

e State govemments providing an enablmg env1ronment for ULBs to dlscharge thelr
. enhanced respons,lblhtres R S . L

e -Government of India 1aunch1ng a New Improved JNNURM (NIJNNURM) that foouses on
i _oapamty bulldmg and supports urban reforms within a prograrnme approaoh

B. Summary

The major conclusions emerging from the documentation and analysis in the Report are presented
below.

A. 1 Urbanisation and Economic Growth

. Only 30 per cent of India’s population lives in urban areas. This is much lower than in China,
Indonesia, South Korea, Mexico, and Brazil. Some of this may be due to much lower per capita
i_nc'orn_es in India. The 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 _furi_h_er to 87 by 2031. The expanding size of Indian cities will
happen in many cases fhrough a process of peripheral expansion, with smaller municipalities and
large villages surrounding the core city becoming part of the large metropolitan area.

. Three decades of rapid economic growth would normally have propelled migration from rural
areas but growth in India has not had this effect thus far. This is because industrialisation has been
capital intensive and the services boom fuelled by the knowledge economy has also been skill
intensive. A few cities of India have acted as centres of knowledge and innovation. As more cities
provide economies of agglomeration and scale for clusters of industries and other non-agricultural
economic activity, the urban sector will become the principal engine for stimulating national
economic growth. Industrialisation will absorb more people as India advances further in its
integration with the world economy. At the present juncture, India faces the challenge of
continuing on its high growth trajectory while making growth more broad-based and labour-

intensive.



8 The fortunes of the agrlcultural sector are crue:ally Imked to the manner in whlch growth in the_ .
. industry and services sectors unfolds People hymg in rural areas typlcally tap the opportunities
 that cities pr0v1de for employment entrepreneurlal avenues, iearnmg, and monetary repatrlation
_-'As urbaulsatlon grows, demand for food items other. than foodgrams 1e Vegetables lentlls

L milk, £ggs, etc also BIOWS. ThiS leads to investments in infrastructure, loglsttcs processing, -

“packaging, _and orgamsed retailing. These invesiments and other economiic 1nter—hnkages connect
~and build synergy between rural and urban centres. Of . course government policy should also

focus on enhancmg the productlve potentlal of the rural econorny This. Report mamtams that

| CIndia’s urban future promises to be an inclusive one with the beneﬁts extendmg 10 rural areas as..

owell. Already, there is evidence to suggest that rising standards of living in Indla 8 urban areas in

“the post~re_form_.pe_r10d have had 51gn1ﬁcant distributional effects favourmg the country s rural
poor.

A.2 The State of Service Delivery

. Cities and towns of India are visibly deficient in the quality of services they provide, even to the
existing population. Considering that the Indian economy is now one of the fastest growing
economies in the world, and standards are rising, current service levels are too low relative to the
needs of urban households. They are also low relative to what will be required to sustain the
_ecenomic_ productivity of cities and towns,

10.The Committee believes that public services such as drinking water, sewerage, solid waste

management, roads, and street lights must be accessible to one and all to achieve the goals of
*inclusion. At the same time, they must meet the service norms as set out by the Ministry of
Urban Development in 2008 to ensure the contribution of cities to economic growth. To achieve
both inclusion and economic growth will, however, require shifting the focus of pelicy from
creating physical infrastructure to delivering services. The challenge is to focus on reforming
governance for service delivery. Without this, additional capital investments in urban
infrastructure will not result in improvements in service delivery.

11.The Committee has taken note of the situation with respect to low income housing and public

transportation. The scarcity of affordable housing drives the poor and some non-poor to shums
and most of these settlements lack even basic water and sanitation facilities. On average, 25 per
cent of the population in many Indian cities lives in slums; in Greater Mumbai, slum dwellers
account for 54 per cent of the total population. Not all slum dwellers are poor, and the
complexity of these challenges is reviewed in the context of urban planning, infrastructure
development and public service delivery for all.



12 The chailenge of urbamsatlon in Indxa is to ensure service dehvery at the enhanced minimum .
istandards that are necessary when plannlng ahead. ThlS is particularly so in a situation when_ '
“even the current urban populatlon is 1nadequately served and tetal urban populatlon is hkely to

" jncrease by at least 250 rmlhon . ' : '

_ :A,_S _Esrimat_es of_]nves_tment for Ufba__n fnfrastmcmre_ _
' 13 Thts Commntee s terms of reference spemﬁed that it should estimate mvestment requirements
for eight majcr sectors. of urban mfrastructure over the penod 2008- 20 and suggest ways of

ﬁnancmg the massive mfrastructure deﬁclt in the urban sector along w1th ensurlng 1mpr0ved
serv1ce dehvery that meets the new specu‘ied norms. - ' B '

14.The Cc_mmit‘_tee has .interpreted it_s' mandate in a broad manner by covering all areas of urban

infrastructure and extending the period to 2031. It has prepared detailed e's_timates of investment

for eight sectors, i.e. water supply, sewerage, solid waste management, storm water drains, urban
roads, urban transport, traffic support infrastructure, and street lighting. The Committee has also
prepared an estimate of investment in urban infrastructure as a whole by suitably scaling up the

“estimates for these sectors. However, these would not cover the requirements of primary health,

primary education, and electricity distribution, which are outside the terms of reference of the
Committee.

'15.The Committee has made projections for the period from the Twelfth Five Year Plan to the
Fifteenth Five Year Plan, i.e. 2012-31. Given the volatility of land prlces the estimates do not
mckude the cost of land acqulsitlon

16.The inves_tme_nt for urban infras_t_ructure over the 20-year period is estimated at Rs 39.2 lakh crore
at 2009-10 prices. Of this, Rs 17.3 lakh crore (or 44 per cent) is accounted for by urban roads.
The backlog for this sector is very large, ranging from 50 per cent to 80 per cent across the cities
of India. Sectors delivering urban services such as water supply, sewerage, solid waste
management, and storm water drains will need Rs 8 lakh crore (or 20 per cent). The Committee
has made explicit provision of Rs 4 lakh crore towards investment in renewal and redevelopment
including slums.

17.Recognising that the focus of policy should be on provision of public services which flow from
infrastructure assets and not merely on creating the assets, the Committee has highlighted the
importance of operations and maintenance (O&M) for the upkeep of the assets. The O&M
requirements for new and old assets are projected at Rs 19.9 lakh crore over the 20-year period.




A, 4 Governance

18 The Comm1ttee beheves that governance is the weakest and most crumai lmk whxch needs to be
- repalred ) brmg about the urban transformatlon 50 urgently needed in India. Financing the large
- sums 1equ1red to meet the mvestment needs of urban mfrastructure is. cruolaily dependent on the

" '-reform of institutions and the capacity of those who run the institutions for service delivery and

o .revenue generatlon The Committee is of the v1ew that large expendltures on Indian cities and

towns have to be combined with better governance structures, strong pohtlcal and administrative

:wﬂl 1o collect taxes . and user charges, . and 1mproved capacxty to 'dellver Cities must be

- 'empowered ﬁnanclaliy strengthened and efﬁment]y governed to respond to the needs of thelr
B _mtzzens and to contnbute to the growth momentum '

19.The municipal entities need to be strengthened as local governménts with ‘own’ sources of
revenue, predictable formula-based transfers from state governments, and other transfers from
the Government of India and state governments to help them discharge the larger responsibilities

assigned to them by the 74™ Constitutional Amendment. Improved tax revenues

combined with rational user charges will enable cities to leverage their own resources to incur

debt and also access new forms of financing through public private partnership (PPP). Only then

can they augment the urban infrastructure base, provide improved quality of services on a

sustainable basis to their residents, and contribute to the growth momentum of the Indian

economy.

A.5 Financing

20.Urban local governments in India are among the weakest in the world both in terms of capacity

to raise resources and financial autonomy. While transfers from state govemments and the
Government of India have increased in recent years, the tax bases of ULBs are narrow and
inflexible and lack buoyancy, and they have also not been able to levy rational user charges for
the services they deliver.

21.ULBs can borrow from the market only within limits and with explicit approval of the state

government. However, this has mostly not been a binding constraint since the real challenge in
accessing external finance has been the precarious state of their own finances and poor
governance.

22.The Committee believes that in view of the importance of urban infrastructure for economic

growth and inclusion, the Government of India and state governments will have to step in, both
by providing substantial funds and by facilitating the use of additional mechanisms for funding,
which will require the strengthening of own finances of ULBs, The latter, in turn, requires
reforms in governance at all levels.



23 The Government of Ind1a WIH have fo take a 1eadersh1p role in ﬁnancmg a ma_]or part of the

_.programme and, at the same time, facﬂltate and encourage the 1nvolvement of state governments
B _-'-and ULBs. State govemments will have to contrlbute by way of a constltutmnally mandated
o revenue sharmg arrangement thh the ULBS On their part, the ULBS WIH carry out reforms in
R govemance and ﬁnancmg to deliver pubhc serv1ces of spec:lﬁed norms 0 all mcludlng the poor.
| Thls should be done w1th1n a framework of accountability. Rlsmg asp1rat10ns of the increasing
- _numbers of people in urban Indla will make further demands on ULBs, and communl‘ty
: paI'tIC]patIOI’l Wﬂi be an 1mportant factor in ensurmg accountablhty



C .-_B,: Recomrnendatiens_._ |
- The major feeoinfn_endationé of the Committee are summarised below.
'B._J New Imp?_‘oved_JNNURM WIJNNURM)

24 The launeh of the INN URM in December 2005 by the Government of Indla s1gnailed the

: '-1mportance of the urban sector for the Indian economy. The Mission has certainly helped

3 ':focus attention of pohey makers in all three tiers of the govemment on the challenges facing

' '3the cities and towns of India and created dynamfsm in a sector whlch has long suffered
neglec’s ' ' ' '

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.

26.The main features of the NIINNURM are spelt out below:

Coverage * Accessible to all cities/towns — big and smali
Scale * .25 per cent of GDP annually

Duration * 20 years

Capacity Building * A strong programme of capacity creation

Programme Approach e ULBs should be required to lay out a framework
detailing action items, financial and operating
plans, monitoring programme, 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 channelled
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 « Should be linked to a ULB-specific programme of
development and reform




o Fundmg requlrements to be routed through the state
B -governments o :

L '_-. State governments not required to make any financial
'contrxbutlon towards the NIJINNURM because of the
: Comm1ttee s recommendatlon for devoiutlon ;

e :_'Contnbution of the smaller ULBS to be lower than
- that of the larger cities and metros. '

- 'Governanoe e Monitormg of reforms at the state level
_ Focus on 1mprovement in procurement systems by
e '_havmg standardlsed tender documents for key
: :categones of urban : mfrastructure ba_scd .
" 'mtematlonai best practices. o |

27.The detailed guidelines for the NIINNURM and its differentiation across city sizes will have to
be put together by the Ministries of Urban Development, and Housing and Urban Poverty
Alleviation, and other relevant government agencies.

28.A precondition for the success of the proposed programme-based approach in the NIINNURM
is to strengthen capacity at all tiers of government beginning with the two apex ministries at
national level or the proposed single Ministry. Of the total NIJNNURM funds, 5 per cent will
be spent on building capacity. This would still meet only half the total funding requirements for
capacity building over the entire 20-year programme: state governments, ULBs, and the private
sector will have to partner in building capacity.

B.2 Governance -

Administrative Reforms

i.  One Ministry of Urban Affairs and Housing, Government of India and a unified Mission
(NIINNURM)

ii. One Department of Urban Affairs and Housing at state government level and a unified
Mission (NIJNNURM)

iii. Unified command under an empowered and accountable Mayor

Planning of Cities/Towns
i. City level planning by ULBs through state legislative reform

ii. High Powered Expert Committee to be set up to study urban land use and land market
issues

iii. Housing for the poor to be planned within an integrated land use/transport plan with
focus on public transportation

iv. Densification of existing cities linked to development of infrastructure facilities,
especially public transport



Vi

i,

ii.
- .Committees (DPC) with Urban Development Authorltzes and Umﬁed Metropohian

._,_Fundmg of renewal and redevelopment mcludmg slums to be looked into by the
‘proposed Committee on land reforms - :

_Innovatlve use of ﬂoor space index (FSI) charges to pian for compact and efficient cities

: Metropo_lita.n and ._R.e_g_ional _:p.ianning

District and Metropolitan plans to form part of state plans
Integratlng transport and land use planmng at regional level

Strengthemng Metropohtan Planning Committees (MPC) and District Plannmg

- Transport Authormes as technlcal arms .

ii.

iil.

it

iii.

iv.

ii.

iii.
iv.

iii.

Regulatory Framework

To set up:

Urban Utility Regulator, beginning with water and sewerage

Local Body Ombudsman for dispute resolution

Local Fund Audit Commission for independent and professional audit

Reforms for Service Delivery
Corporatisation of service delivery institutions

Smaller ULBs to come together for scale economies through inter- -municipal
cooperation

State governments to amend then‘ Municipal Acts or enact overarching Acts to facilitate
PPPs

Use of e-governance and e-enabled smart technologies

Commuliity Participation and Transparency

Implementing Community Participation and Public Disclosure Law
Setting up and empowering Area Sabhas and Wards Committees
Preparing Citizen Report Cards and Social Audits

Preparing Market Worthiness Disclosure Statements by ULBs

B.3 Capacity Building

Institutional Capacity Building

Set up five Indian Institutes of Urban Management through partnership between the
Government of India, state governments and the private sector, either anchored in
existing IIMs or as stand alone institutions of excellence

Infuse funds and new talent into existing Schools of Urban Planning

Promote think tank initiatives in urban policy through Centres of Excellence/
Innovation in existing institutions



iv. ‘Create a .'R_c._for_m and Pe_rformanbé Man_agement Cell (RPMC) in the Government of
h India (and at state level and in large cities) with a multidisciplinary team undertaking
- activities such as: SRR T o

-' ": e Providing technical assistance to state governments, regulators, and ULBs in
_planning, finance, operations, and monitoring of urban programmes '

e Encouraging "p_ro'jects under -PPPs through model . concession agreements,
database, knowledge sharing, etc. - T _

Creating a dedicated Municipal Information Unit to collect, collate, and analyse
~comparable data on municipal services and finances on an annual basis
Providing as_sist_anc_:e to State Finance Commissions. .~~~ -

Developing a Performance Management System for evaluating cities and towns

Human Resdurce Capacity Building
i.  Train 300 officers from the Indian Administrative Services (1AS) and other central

services annually as urban specialists and place them systematically through deputation
in cities and towns

il. Build/Reform Municipal cadres in all states with recruitment into the cadre at entry
level through a competitive examination

ii. Provide flexibility in lateral hiring of professionals with special skills into the cadre

iv. Put in place a transparent search-cum-selection process in the appointment of the
Municipal Commissioner

v. Tenure of the management team to be a minimum of three years

vi. Develop dedicated IT cadre with a Chief Information Officer for the larger cities
B.4 Financing

Tax Reforms

1. Introduce a “Local Bodies Finance List’ in the Constitution

ii. Empower ULBs with ‘exclusive’ taxes

tii. Constitutionally ensure sharing by the state governments of a pre-specified percentage
of their revenues from all taxes on goods and services with ULBs

iv. Provide for formula-based transfers and grants-in-aid to ULBs from the divisible pool

v. Abolish octroi and entry taxes in all states

vi. Undertake reforms in property tax so as to levy tax on constructed building under an

Area Based System and levy of vacant land tax on the basis of ready-reckoner capital
value

Unlocking Land Value

1.  Tapping land-based financing sources including conversion charges, betterment
charges, impact fees, and development charges



il

© i

v,

Prlcmg of Floor Space Index (FSI) above a certam limit, w1th1n overall planning

‘guidelines

Preparmg elty w1de mventory of land assets

Putting in piace a transparent and accountable mechanism for monetisation of public
' Iand Wlth due attentzon to the needs of the poor and the margmailsed ) '

Reforms to Strengthen Non—tax Revenues

i

: Mumclpal Serv1ce Regulator should be ass1gned the resp0n51b111ty of rev1smg user

charges regularly Even when different segments of the population are charged
dlfferently, the cross- submdzsatlon should be such that the overali O&M cost is

) -recovered and a mmxma] surpius generated Automatlc mdexatlon will ‘ensure

" .'smooth 1ncrease over tlme Wlthout the chaHenge of havmg to defend cumulative

ii.

ii.

iii.

iv.

iii,

iv.

adj ustment every few years.

User charges to be so structured as to meet O&M cost, debt servicing, and
depreciation towards the cost of the project. In addition, they must also generate
some surplus to enable building the e'quity base of ULBs, supported, where
appropriate, with viability gap funding (VGF)

Levy water and sewerage charges separately rather than built into the property tax

Introduce parking fee to enhance revenue streams and promote the use of public
transport

Collect trade licensing fee on the basis of a self assessment return

Other Reforms
State governments to set up state financial intermediaries to work with small ULBs

Government of Indla to create a eRegula‘cory Guidelines Handbook for Municipal
Borrowmgs '

ULBs to pr_epare ‘Intended Use Plans’, requiring them to prepare a borrowing
programme based on their investment needs and repayment capacity

Remove fixed cap of 8 per cent on annual interest on municipal bonds to make the
bonds attractive

HUDCO to have a professional Board; to receive benefits available to infrastructure
financing companies; and be regulated by the Reserve Bank of India



