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Urbanisation Challenge in India

The 21st century is called the urban century because for the first 
time since dawn of civilisation, more people are residing in urban 
areas than in rural areas. This trend is also reflected in India which 
is witnessing unprecedented urbanisation. Even at a relatively low 
rate of 31 per cent urbanisation, India has the second largest urban 
population in the world.

Urbanisation and economic progress are concomitant processes 
as cities provide large economies of agglomeration. The urban sector 
contributes around 60 per cent of GDP which is likely to increase 
to more than 70 per cent by 2021. Over 70 per cent of new jobs in 
future shall be largely created in cities. The link between economic 
performance of cities and the national economy is increasingly 
getting stronger. If India has to achieve a high growth rate, it must 
turn to its cities. However, in a globalised world, the cities are 
increasingly getting interlinked and shall have to compete globally 
for employment generation and investments. 

In order to ensure competitiveness of our cities and ensure basic 
services to our citizens, urgent steps are required to harness the 
opportunity that the scale of urbanisation presents and to avoid 
urban decay.

The Ministry of Urban Development (MoUD) is a key facilitator 
promoting efficient urbanisation, forging closer cooperation 
between union, states and cities and providing support for basic 
amenities, capacity building, policy formulation and bringing about 
convergence and synergies. 

To tackle rapid urbanisation, Government of India (GoI) has 
adopted a multipronged strategy, which aims at providing support 
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for development of physical infrastructure as well as promotion of 
reforms that would help strengthen municipal bodies and facilitate 
development of capacity to provide better services on a self 
sustaining basis.

Any strategy to rejuvenate cities must take into account the 
four major challenges that urban India faces today:

•	 urban population will grow much faster than rural population 
and in the next few decades is likely to cross 600 million. By 
2050, it is estimated that urban population will constitute 
nearly half of the total population in India; 

•	 basic services i.e., water, housing, transport, sewerage, 
drainage and solid waste management require major 
improvement;

•	 financing requirements for improving city infrastructure 
as well as provide for orderly urban growth and expansion 
are enormous. As per report of the High Powered Expert 
Committee (HPEC) on Indian Urban Infrastructure & 
Services, the investment estimates for urban infrastructure 
for the 20-year period from 2012 to 2031 amount to ` 31 
lakh crore at 2009-10 prices;

•	 urban local bodies charged with the task of governing cities 
lack the capacity to deliver. The lack of capacity is both in 
terms of the number of people available as well as the skill 
sets available. 

Keeping in view the above, the strategy for rejuvenating the 
cities must focus on provision of basic urban infrastructural services, 
inter alia, provision of water supply, sewerage and solid waste 
management, storm water drainage, transport and e-Governance. 
The focus must to be on outcomes. Accordingly, service level bench 
marks have been set by MoUD covering water supply, sewerage, 
solid waste management, storm water drainage, urban transport 
and e-Governance. In addition, environmental conservation must 
be integrated with all our efforts in order to achieve rejuvenation in 
the true sense.



187Kamal Nath
Urbanisation Challenge in India

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 
. .

 . 

Jawaharlal Nehru National Urban Renewal Mission (JNNURM) 
launched in December, 2005, is the Ministry’s flagship programme 
aimed at integrated development of urban infrastructure and 
services. JNNURM the largest intervention by the Union 
Government in the urban sector, is reforms driven i.e., the states 
and cities are required to undertake certain reforms, mandatory 
as well as optional, as a pre-condition to accessing funds for the 
various projects. The reforms aim at improving financial health of 
the local bodies, sustainability of assets created, improvement of 
urban governance and service delivery. 

JNNURM shall continue to be the main instrument for 
development of urban infrastructure. It is expected that funding 
under the Mission shall be adequately enhanced to generate 
momentum in states and cities for achieving strategic objectives.

Capacity constraint is one of the biggest challenges in improving 
urban service delivery and governance. Creation of municipal cadre 
in each state is a necessity so that every city has the capacity to 
handle basic functions like accounting, resource mobilisation, 
planning and delivery of basic services. Capacity for better 
regulation in urban service delivery also needs to be created 
and supported by the Union and the states. It is important that 
potential of resource mobilisation at the state and city levels are 
fully harnessed. 

A number of revenue instruments are available to the local 
bodies and they and the state governments must take effective 
steps to harness them for funding the rejuvenation of cities. 

Public-private partnerships (PPPs) will be an important 
element of overall strategy. Possibility of greater flexibility under 
the viability gap fund needs to be explored. In order to facilitate 
better preparation of projects to attract PPP, capacity building 
assistance shall be provided apart from leveraging support from 
India Infrastructure Project Development Fund (IIPDF), India 
Infrastructure Finance Limited (IIFL).

Given the fact that urbanisation is inevitable, the city, state 
and central government need to take effective steps to create 
and maintain infrastructure and undertake sectoral reforms and 
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restructuring to create an environment necessary for efficient and 
sustainable urban governance to ensure rejuvenation of cities.

Way Forward: A Road Map for Saving our Cities

•	 Smart Growth: Planning should be based on smart growth 
principle that concentrates growth in select city centres 
to avoid haphazard urban sprawl and costly extension of 
urban infrastructure facilities to far-off areas. This advocates 
compact, transit-oriented, walk-to-work land use to the 
extent possible, including neighbourhood schools, streets and 
amenities that cater to everyone; mixed-use development 
with a range of housing choices; and focus on public 
transport.

•	 Existing Cities-Strategic Densification: Cities in India have 
precariously low Floor Space Index. Subject to development 
of supporting infrastructure, there is need for selective 
densification of city centres, creating agglomeration 
economies and generating resources for f inancing 
infrastructure.

•	 Taking Citizens into Confidence: It is also necessary to take the 
citizens into confidence in the matter of determination of 
levels of user charges. The cost of a project, be it for water 
supply or SWM etc., spread over the project period, coupled 
with the O&M charges and the benefits to the people should 
be logically juxtaposed with the user charges, to convince the 
people about the scale of the user charges. 

• 	 Urban Renewal and Regeneration: Policy should provide broad 
framework to facilitate the process of urban regeneration/
renewal within the generic principle that the growth 
would pay for itself. This would require a flexible planning 
approach and seed capital support. 

•	 Scaling up PPP: Some PPP projects have been taken up under 
phase I of JNNURM. The need is to create a basket of 
workable PPP models for the urban sector and mainstream 
the PPP concept. 
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•	 Capacity Building: I have already stressed upon the importance 
of the creation of a municipal service cadre in each state so 
that capacity building efforts are focused and well directed.

The government is committed to provide quality infrastructure 
and services in the urban centres, not only in the bigger cities, but 
also in the smaller towns and seeks the support of all the state 
governments and the urban local bodies (ULBs) to work in unison 
to achieving the goals.




