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SECTOR ASSESSMENT (SUMMARY):  
WATER AND OTHER URBAN INFRASTRUCTURE AND SERVICES  

 
Sector Road Map 
 

A. Sector Performance, Problems, and Opportunities 

1. Urban centers have driven services and manufacturing-led economic growth in India, 
placing cities at the forefront of the country’s economic transformation.1 Nearly 34% of India’s 
people resided in cities as of 2018, and this is expected to increase to 40% by 2030.2 The 
Government of India has prioritized accelerating poverty reduction to achieve a poverty rate of 
less than 5% by fiscal year 2031 by targeting low-income states where most of the poor people 
are concentrated.3 Madhya Pradesh, with a total population of 72.6 million, is the fifth most 
populous state, one of the low-income states, and the eighth most urbanized state in India; the 
annual population growth rate is 2.57%, higher than the national average of 2.45%.4 Urbanization 
in Madhya Pradesh is expected to increase from 28% (20.1 million) of the total population to 35% 
by 2026.  
 
2. Urban infrastructure deficit. Water supply in India is characterized by low coverage 
(about 70%), intermittent supply, and poor standards and quality with a high level of nonrevenue 
water. Thirteen percent of urban households do not have access to latrines, 94% of all cities and 
towns do not have sewers, and 80% of all sewage generated is discharged untreated into the 
environment. While all urban local bodies (ULBs) in Madhya Pradesh have been declared open-
defecation free,5 storm water drains are commonly used as sanitary sewers and discharge 
untreated wastewater into the local environment. Madhya Pradesh has only 15% installed 
sewerage treatment capacity as a proportion of sewage generated in urban areas, and 35% of 
urban households lives in slum. A 2010 study estimates urban infrastructure investment needs of 
$1.2 trillion by 2030 for India (or $134 per capita per year).6 
 
3. Weak capacity of urban local bodies. The 74th Constitutional Amendment Act of 1994 
devolved tax revenue collection and responsibility for water supply and other municipal 
infrastructure and services to ULBs. Madhya Pradesh has 378 ULBs comprising 16 municipal 
corporations, 98 municipal councils, and 264 nagar parishads (city councils).7 The Government 
of Madhya Pradesh (GOMP) has devolved these functions to the ULBs, however implementation 
of devolved functions in different ULBs varies because of varying ULB capacities. In particular, 
weak technical, financial, and institutional capacities of small and medium-sized ULBs remain 
challenges for sustaining services. The approach for improving urban services is mostly 
engineering and construction oriented, with limited consultative processes or involvement of 
stakeholders including communities in planning, design, and implementation. 
 

 
1 Government of India, High Powered Expert Committee. 2011. Report on Indian Urban Infrastructure and Services. 

Delhi. 
2 United Nations, Department of Economic and Social Affairs. World Urbanization Prospects. 2018. New York. 
3 Asian Development Bank (ADB). 2019. Country Partnership Strategy: India, 2018–2022—Accelerating Inclusive 

Economic Transformation. Manila. 
4 Government of Madhya Pradesh. 2019. Vision to Delivery Roadmap 2020–2025. Bhopal. 
5 Government of India, Ministry of Housing and Urban Affairs. 2019. Annual Report 2018–2019. Delhi.   
6 McKinsey Global Institute. 2010. India’s Urban Awakening: Building Inclusive Cities, Sustaining Economic Growth. 

Delhi. 
7 Numbers of ULBs are as per the 2011 census. There will be upward revisions after the forthcoming census in 2021.  
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4. Climate change risk. Madhya Pradesh, a centrally located landlocked state with 
undulating topography and diverse physiography, is vulnerable to the effects of climate change.8 
The increasing frequency of severe weather events can cause sanitation problems if urban 
infrastructure is ill-equipped to accommodate a sudden influx of water. Urban runoff and failures 
of combined sewer overflows and municipal sewer plants can all introduce pathogens into water 
systems, which poses a variety of health risks.9 
 
5. Urban sector contributions. By 2030, urban India will account for nearly 75% of gross 
domestic product and Indian cities will act as engines of economic growth for the country’s built 
environment.10 Madhya Pradesh has a high prevalence of poverty (urban poverty of 21.0%), with 
a large slum population (28.0%) and 21.1% of its population classified as scheduled tribes,11 
which is 14.7% of India’s total tribal population. The improved urban services will benefit 
households below the poverty line and empower women by eliminating drudgery associated with 
fetching water from distant sources by increasing access to good-quality water with adequate 
pressure. The project also helps to reduce infant mortality and morbidity and the associated 
burdensome health expenditures. 
 

B. Government’s Sector Strategy 

6. The government recognized that integrated and spatially distributed urbanization with 
emphasis on small and medium-sized cities and towns promoting links with rural areas is lacking, 
leading to congestion of multiple kinds in the existing cities.12 The government is committed to 
creating healthier communities by increasing access to clean water and sanitation. The 14th 
Finance Commission (2015–2020) recognized drinking water and sanitation as public services of 
national importance and defined sustainable drinking water supply systems as  
 

“those being operated under a formal management model, have 100% household meters 
installed and whose net revenues from water tariffs and subsidies are sufficient to cover 
at least the operation and maintenance costs of the system.”13  

 
7. The commission also recommended 100% metering of individual connections in both rural 
and urban households, commercial establishments, and institutions, and that individual 
connections be provided only when functional water meters are installed.14 The National Water 
Mission aims for a 20% improvement in water use through pricing and other measures, and its 
strategy 4.4 is to improve the efficiency of urban water supply. 15 The flagship initiative of the 
Swachh Bharat Mission covering all rural and urban areas has successfully achieved the target 
of making India open-defecation free by 2 October 2019. The government has also set the target 
to reduce the adverse per capita environmental impact of cities and prioritize increasing the 
sewage treatment capacity as a proportion of sewage generated in urban areas. 
 
8. Government of Madhya Pradesh’s Vision to Delivery Roadmap 2020–2025. In 
December 2019, GOMP launched the Vision to Delivery Roadmap 2020–2025 focusing on six 

 
8 Government of Madhya Pradesh. 2014. Madhya Pradesh State Action Plan on Climate Change. Bhopal. 
9 Environmental Planning and Coordination Organization. Climate Change Mainstreaming Checklist, Urban Sector 

User Guide. Bhopal. 
10 CBRE. 2019. India 2030: Exploring the Future. Los Angeles.  
11 Government of India, Ministry of Housing and Urban Affairs. Handbook of Urban Statistics 2019. Delhi. 
12 Niti Aayog. 2019. SDG India, Index and Dashboard, 2019–2020. Delhi.  
13 Finance Commission of India. 2015. Report of the 14th Finance Commission, 2015-2020. Delhi. 
14 Government of India. 2019. Operational Guidelines the implementation of Jal Jeevan Mission (Har Ghar Jal). Delhi.  
15 National Water Mission. Goal 4, Strategy 4.4 India. http://nwm.gov.in/?q=goal-4  

http://nwm.gov.in/?q=goal-4
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themes categorized into 11 sectors (footnote 4). Under sector 9 (urban development), the 
strategies for water supply have been presented as (i) the enactment of Right to Water, ensuring 
safe and affordable drinking water access to every household with (a) continuous drinking water 
supply in class I towns; (b) metered water supply connections to all new households in cities; and 
(c) ensuring drinking water quality through effective protection, monitoring, and treatment at 
sources and displaying quality indicators at every overhead tank and source; (ii) 100% coverage 
of the population and areas in all ULBs by piped water supply; and (iii) focus on water conservation 
measures and water harvesting structures by introducing and enforcing necessary policies and 
guidelines. GOMP has prioritized addressing wastewater management in a phased manner. The 
Madhya Pradesh State Action Plan on Climate Change has proposed using government funds to 
implement activities identified for investment, including preparation of integrated solid-waste 
management plans for ULBs, and developing plans for urban sanitation and capacities of existing 
drainage systems in the context of changed climatic and demographic conditions.16 
 
10. Institutional framework. On behalf of GOMP, the Urban Development and Housing 
Department (UDHD) is responsible for urban governance including policymaking, regulation, and 
financial devolution of funds to all ULBs in the state. The UDHD is leading sector reforms to build 
the capacity of ULBs to meet the priority needs of urban services including water supply and 
sanitation. Key reforms achieved and being implemented by GOMP are (i) preparing 
participatory city development plans, transferring 18 functions of responsibility under the 14th 
Finance Commission to ULBs; (ii) introducing e-governance systems, and urban tax reforms for 
revenue enhancement; (iii) adopting accrual-based accounting and computerization of municipal 
functions including geographic information system mapping of all properties, tax billing, and 
collections; and (iv) urban service delivery monitoring through service benchmarking and 
reporting, issuance of water supply and wastewater tariff directives to all ULBs on pricing, 
structures, and adopting a volumetric tariff (footnote 15).  
 
11.  GOMP established the Madhya Pradesh Urban Development Company Limited (MPUDC), 
a 100% GOMP-owned agency, in 2015, with a mandate to support ULBs to deliver urban 
infrastructure facilities.17 The MPUDC has developed its capacity since its establishment through 
implementing externally funded urban projects in investment planning, coordination, and 
implementation. The MPUDC has implemented one Asian Development Bank (ADB)-funded 
projects successfully,18 and one project is currently being implemented.19 The MPUDC is familiar 
with ADB’s policies and guidelines including ADB’s Safeguard Policy Statement (2009) and 
Procurement Policy (2017, as amended from time to time). ULBs continue to provide core 
municipal services as obligated under the Municipal Act of 1994. Planning and monitoring of 
externally financed larger projects is delegated to the MPUDC at the choice of ULBs. 
 

C. ADB Sector Experience and Assistance Program 

12. ADB sector experience in India. ADB’s urban sector portfolio consists of 19 projects 
under implementation, including six project loans and 15 tranche loans under 9 multitranche 
financing facilities. ADB's interventions have supported provision of integrated municipal 

 
16 Environmental Planning and Coordination Organization. Climate Change Mainstreaming Checklist, Urban Sector 

User Guide. Bhopal. 
17 MPUDC was established in 2015 under the Companies Act, 2013 and is governed by a supervisory board composed 

of nine Government of Madhya Pradesh representatives, three independent directors, and commissioner, Urban 
Development and Administration, Government of Madhya Pradesh.  

18 ADB. 2016. Completion Report. Urban Water Supply and Environmental Improvement in Madhya Pradesh Project. 
Manila. 

19 ADB. 2017. Report and Recommendation of the President to the Board of Directors: Proposed Loan to India for the 
Madhya Pradesh Urban Services Improvement Project. Manila. 
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infrastructure (water, sanitation, solid-waste management, traffic management, and mass-transit 
corridors) promoting environmental sustainability. ADB has prioritized financing infrastructure in 
India’s low-income states to promote inclusive economic growth by aligning with the 
government’s strategy (footnote 3).  
 
13. ADB sector experience in Madhya Pradesh. ADB successfully implemented the 
Urban Water Supply and Environmental Improvement Project and a supplementary project in 
Madhya Pradesh during 2003–2013.20 The project was effective in reducing people’s vulnerability 
to environmental degradation, poverty, and natural hazards, and increasing economic 
opportunities. The urban infrastructure and environment of four large cities (Bhopal, Gwalior, 
Indore, and Jabalpur) in Madhya Pradesh were improved. Key lessons learned were as follows: 
(i) fully staffed project implementation units and involving municipal engineers in project design 
and implementation supports local knowledge and creates ownership and commitment; (ii) 
financial covenants should be realistic; (iii) the size of contract packages should be optimized 
based on market conditions to attract contractors, and incentives for quality and timely delivery 
may foster better contractor performance; and (iv) household service connections for urban 
water and sewerage should be part of the project scope to ensure the optimum utilization of 
outputs and timely delivery of benefits (footnote 18). 
 
14. The current project has taken a sector approach to support 64 out of 128 ULBs because 
of the large number of subprojects and to ensure focus on sector policies and capacity of 
institutions to manage the plans (footnote 19). ADB approved loan proceeds totaling $275 million 
for the current project from its ordinary capital resources on 18 May 2017 with a loan closing 
date of 31 December 2022. Under the current project, water supply works are being implemented 
in 64 ULBs and sewerage works are being implemented in four ULBs with 312,425 households 
benefiting (102% of the 306,000 target households). A second phase of support is proposed as 
additional financing, building upon the learnings and the satisfactory progress made under the 
current project to improve urban basic services to 70 ULBs (64 ULBs for improved water supply 
infrastructure and eight for improved integrated storm water and sewage infrastructure, including 
two ULBs where an integrated urban development approach will be piloted). The additional 
financing will scale-up the scope of the current project, which is performing well, by supporting 
(i) an additional 64 ULBs in Madhya Pradesh to expand coverage of improved water supply 
services; (ii) integrated storm water and sewage management in six additional ULBs; (iii) piloting 
an integrated urban development approach in two ULBs; and (iv) institutional strengthening and 
capacity building of the UDHD, MPUDC, and project ULBs for ensuring sustainable urban 
services.  
 
16. Development partner engagement. ADB, the World Bank, and German development 
cooperation through KfW are key partners currently supporting GOMP to improve urban services 
in line with its vision and strategies. The Department for International Development of the United 
Kingdom supported GOMP for about 10 years (2005–2016) in urban policy and institutional 
reforms, including MPUDC’s establishment, ULB capacity strengthening, and slum upgrading in 
large cities. While the World Bank is supporting institutional strengthening and urban investment 
in 12 ULBs, KfW support is being provided to improve citywide sewerage and sanitation systems 
in six towns. All these externally financed projects are being implemented through the MPUDC. 
The managing director of the MPUDC is coordinating development partners and creating 
synergies for improved sector performance.  

 
20  ADB. 2003. Report and Recommendation of the President to the Board of Directors: Proposed Loan to India for the 

Urban Water Supply and Environmental Improvement in Madhya Pradesh Project. Manila; and (ii) ADB. 2008. 
Report and Recommendation of the President to the Board of Directors: Proposed Supplementary Loan to India for 
the Urban Water Supply and Environmental Improvement in Madhya Pradesh Project. Manila. 
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