
Jharkhand Urban Water Supply Improvement Project (RRP IND 52028-004) 

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

A. Sector Road Map

Sector Performance, Problems, and Opportunities 

1. State economy and urbanization. Jharkhand state is rich in minerals and natural
resources, resulting in the presence of big industrial areas, with large opportunity for further
development because of encouraging state government policies. The state has seen strong and
steady growth since 2015; however, based on 2011 census data it is less urbanized (24.05%)
than the national average (31.20%), and urbanization is projected to catch up with other Indian
states after 2030. The state is categorized as a low-income state, as its per capita income of
₹79,873 was less than national average of ₹134,432 in fiscal year (FY) 2020 (ended March
2020). The poverty rate of the state was 36.96% (urban 24.80% and rural 40.80%) compared to
the India average of 21.90% (urban 13.70% and rural 25.70%) in 2012.1

2. Urban service delivery. The coverage and quality of urban services in Jharkhand state
are below national service level standards. The weak financial resources and human resource
capacity constraints of urban local bodies (ULBs) are the main constraints for low investments,
poor operation and maintenance (O&M), and deterioration of assets. These lead to poor quality
of life of inhabitants, constrained urbanization and growth, and low competitiveness of cities.
Access to basic services like water supply is critical to the well-being of women and other
vulnerable populations, and the lack of access exacerbates women’s drudgery and time poverty.
Urban infrastructure is at risk from natural disasters and future climate change impacts, which
include seismic activity, increasing variances in temperature, and high-intensity storms.

3. Except for households with toilets (which is a private provision), Jharkhand significantly
lags urban service delivery benchmarks in other parameters. Of the 41 ULBs that declared
service levels in 2017, only 3 have more than 50% coverage in water supply, only 5 supply more
than 78 liters per capita per day (lpcd), only 6 have more than 50% coverage in solid waste, and
only 8 have more than 50% coverage of storm water drains. On average, statewide coverage of
piped treated water supply is below 35% (national average: 70%), the quantum of water supplied
is at 54 lpcd against a benchmark of 135 lpcd, daily water supply is 3.7 hours, and estimated
nonrevenue water was 45% against benchmark of less than 15%. The coverage of sewerage
and sanitation systems is very low across the state.2 The urban road network requires significant
improvement in terms of safety and the provision of a drainage system, as flooding is frequently
observed in urban areas. Urban roads do not cater to the needs of the elderly, women, children,
and the differently abled.

4. The Government of India has standardized service delivery benchmarks for key urban
services, water supply, sewerage, solid waste management, and drainage. The prevailing
service levels as per these standards in Jharkhand are summarized in Table 1. The ULBs in
Jharkhand need to scale up basic infrastructure to be able to achieve higher service levels. This

1  Government of India. Planning Commission. 2013. Press Note on Poverty Estimates, 2011-12. New Delhi. 
2  As per Jharkhand’s Fecal Sludge and Septage Management (FSSM) Policy (2017), a comprehensive sewerage 

system is planned for eight big towns, including Ranchi, while FSSM projects are planned for the remaining towns, 
including the other three project towns. 

http://www.adb.org/Documents/RRPs/?id=52028-004-3
https://niti.gov.in/sites/default/files/2020-05/press-note-poverty-2011-12-23-08-16.pdf
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would place stress on municipal and Government of Jharkhand (GOJ) finances, and staff 
capacity. 
 

Table 1: Service Levels in Jharkhand 

Service Level Standard Benchmark 
Average Service 

Levels 
Piped water supply coverage 100% 34.4% 
Per capita quantum of water supplied 135 lpcd 53.8 lpcd 
Coverage of toilets at household level 100% 87.3% 
Sewage coverage with piped network 100% 0 
Sewage treatment 100% Not available 
House level solid waste collection 100% 38.6% 
Scientific disposal of solid waste 100% Not available 
Coverage of storm water drainage 100% 32.7% 
lpcd = liter per capita per day. 
Source: Government of Jharkhand, Urban Development and Housing Department. 2017. Notification for Service Level 
Benchmarking for Fiscal Year 2018 under the 14th Finance Commission. Ranchi.   
 
5. Urban administration and institutional arrangements. The GOJ’s Urban Development 
and Housing Department (UDHD), the administrative department for the urban sector in 
Jharkhand, oversees all urban service delivery functions and urban planning. In addition to the 
ULBs, the UDHD also administers other entities (state- or regional-level entities) related to the 
urban sector.3 ULBs are responsible for all key functions such as water supply, sewage, solid 
waste management, roads, urban planning, and building permissions. There is no state-level 
agency responsible for service delivery in key urban functions; this avoids the problems of 
fragmentation that exist in other states. Jharkhand also does not have a state-level financial 
intermediary. Overall, Jharkhand’s institutional structure is harmonized, but key state-level 
institutions are new and may require support in institutional capacity building. 
 
6. Urban finance. The revenue base of ULBs in Jharkhand is comparable to that in other 
states and mainly consists of property tax (termed “holding tax”), trade license, advertisement 
fees, rental income from municipal properties, user charges for water supply and other services. 
The financial assessment of a mix of ULBs in Jharkhand for FY2017 indicates that the average 
per capita own-source revenue was ₹251, while the all-India average was ₹2,360. Similarly, the 
average per capita expenditure was ₹544, while the all-India average was ₹2,702. This indicates 
that the municipal finance position of ULBs in Jharkhand is considerably weaker, even when 
compared to nearby states such as Madhya Pradesh, Odisha, and West Bengal. Jharkhand is 
one of the few states in India that has still not formalized systematic revenue transfers from the 
state to the ULBs. The actual levels of transfers are also much lower than those in comparable 
states. 

 
 
3 The key entities are (i) the State Urban Development Agency, which implements new initiatives and coordinates 

reform programs in the urban sector; (ii) Jharkhand Urban Infrastructure Development Company (JUIDCO), which is 
responsible for implementing urban infrastructure investment programs at the state level, after which it hands over 
the assets to the respective ULB; (iii) the Jharkhand Urban Planning and Management Institute for capacity building 
activities in the urban sector; (iv) Jharkhand Urban Transport Corporation Limited, a company set up to integrate 
planning, designing, and developing public transport systems in urban areas; (v) Greater Ranchi Development 
Agency Limited, a company set up for development activities and infrastructure provision; (vi) Ranchi Regional 
Development Authority for master planning of peripheral areas in the Ranchi region; (vii) the Mines Area 
Development Authority, an entity responsible for the provision of water supply, health, sanitation, and other 
infrastructure in coal mining areas; and (viii) the Town and Country Planning Organization, which prepares master 
plans for urban centers and provides technical assistance in urban planning. 

https://udhd.jharkhand.gov.in/Other/slb.aspx
https://udhd.jharkhand.gov.in/Other/slb.aspx
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7. The reasons for low own-source revenue of the ULBs in Jharkhand can be linked to three 
factors: (i) the rates for tax and user charges are lower, (ii) low tax collection efficiency, and (iii) 
user charges and other revenues are lower because of poor service coverage. Out of all ULBs in 
Jharkhand, only Ranchi received an investment-grade rating, which was the lowest slab in the 
investment-grade ratings.4 The ULBs lack the financial strength to meet the human resource 
and electricity expenditures. Of salary costs, 70% are met by the GOJ as loans and grants in a 
ratio of 40:30, respectively. Electricity bills are also paid out of revenue grants from the GOJ. 
 
8. Human resources. ULBs lack permanent staff and rely on a thin layer of contractual staff. 
The executive officer in each of the ULBs is supported by a team of city managers engaged on 
3-year contracts by the GOJ. In addition, city mission managers engaged under the National 
Urban Livelihood Mission also support the executive officer. The managers receive only brief 
induction training and lack familiarity with administrative procedures and technical aspects. 
Technical staff are limited to junior or executive engineers on deputation from other departments. 
They are mostly engaged in supervision of civil construction works. The Public Health 
Engineering Department of the GOJ maintains the water supply system on a fee basis through 
contractors. Solid waste collection, drain cleaning, and street sweeping are also carried out 
through contractors. Except in Adityapur, none of the ULBs have town planning staff. The human 
resources shortages are also reflected in the poor utilization of funds. 
 
9. Gender equality and social inclusion. The sector needs to focus on (i) gender equity 
and improved women's awareness of and access to urban services, (ii) increased income 
opportunities supported through skills enhancement, (iii) participation in the decision-making 
process, and (iv) enabling of an institutional environment for gender mainstreaming. There is 
also a need to reduce women's time in fetching and providing safe potable water for the health 
and hygiene of their families. Achieving gender equality and social inclusion requires capacity 
development and adequate budget to design and implement the gender action plan. 
 
10. Problems and opportunities. The urban sector in Jharkhand has three main problems: 
(i) weak and/or nonexistent infrastructure, (ii) poor financial strength of ULBs, and (iii) weak staff 
capacity. While these are core problems, the unified institutional structure and low levels of 
urbanization provide opportunities to resolve the problems. However, as the urban areas 
constitute only 13.9% of the total population of the state, the problems of inadequate 
infrastructure are relatively easier to address than in heavily urbanized states with high-density 
urban centers. 
 
11. The state does not have a parallel system of parastatals or state-level agencies engaged 
in service delivery. This makes it easier to plan and implement investments as well as service 
delivery reforms. Jharkhand Urban Infrastructure Development Company Limited (JUIDCO), 
which is responsible for major capital investments, is a new institution and therefore does not 
have the conventional problems faced by similar entities in other states of excess technical 
human resource and unsustainable costs. While weak staff capacity is a concern, it also provides 
opportunities to introduce new approaches in service delivery. Since most infrastructure will be 
created in the coming years, public–private partnerships and outsourcing arrangements can be 
introduced without the attendant concerns of dealing with existing staff. New staff being recruited 
can be trained professionally in urban governance and management. 

 
 
4  Ranchi received a credit rating of BBB– from CRISIL. 
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12. The key risk in the sector will continue to be weak financials of ULBs. Even if the state 
government were to fully finance the capital expenditure, the present financial status of the ULBs 
is inadequate to operate and maintain the assets. Improvements in financial position will be a 
necessary condition for investments to sustain and deliver improvements in service delivery. 
 

 Government’s Sector Strategy 
 
13. Vision, strategy, and policies. The UDHD has developed urban strategy and policies 
for the state. These have also supported the development of the urban sector vision, which was 
finalized as part of the Jharkhand Vision and Action Plan 2021 with “improved urban living” as 
one of the themes.5 The GOJ is targeting to provide 100% basic infrastructure to urban 
population, thereby making cities efficient, productive, and inclusive for a better quality of life by 
2030. The key focus areas are: (i) access to safe drinking water supply; (ii) improved urban 
sanitation infrastructure; (iii) universal access to affordable housing for urban residents; (iv) 
urban poverty alleviation under the National Urban Livelihood Mission; (v) universal access to 
public transport facilities; (vi) tackling of ground, air, sound, and water pollution in urban areas; 
(vii) solid waste collection, treatment, recycling, and safe disposal; and (viii) strengthening of 
urban governance. Select targets for service delivery are provided in Table 2. 
 

Table 2: Targets under State Urban Vision 
Indicator Baseline Target 2025 Target 2030 
Households with treated tap water 25% 80% 100% 
Per capita supply of water  39.2 liters per day 80 At least 135 
Continuity of water supply 3.7 hours per day 15 24 
Households with toilets 84.64% 100% 100% 
Households connected to piped sewer system 14% 55% 60% 
Population without pucca (built-up) house 218,000 0 0 
Number of people skilled  800,000 1,500,000 
Cities with comprehensive mobility plan 6 All cities All cities 
Percentage of open spaces  15% 15% 
Reduction in pollution index  10% 20% 
Cities with scientific solid waste management 
system 

0 100% 100% 

Household-level solid waste collection 30% 100% 100% 
Source: Government of Jharkhand. 2014. Jharkhand Vision and Action Plan 2021. Ranchi. 
 
14. The state has finalized key policies in the urban sector including for transit-oriented 
development, affordable housing, wastewater, and fecal sludge management. The budgetary 
allocation for the urban sector in the state’s budget has more than doubled since FY2016, which 
reflects the state’s prioritization of the urban sector.6 Water supply projects under national and 
state programs are under implementation in 11 ULBs and are in the initial stages in 12 ULBs. 
Sewerage projects have been proposed in several cities, including Dhanbad, Jamshedpur, 
Rajmahal, Ranchi, and Sahibganj. Drainage projects have been proposed in 12 ULBs. 
 
15. Revenue improvement. Improving ULBs’ own-source revenue has been one of the 
priorities of the UDHD. The state introduced an outsourced model for revenue improvement. 

 
 
5 Government of Jharkhand. 2014. Jharkhand Vision and Action Plan 2021. Ranchi. 
6 The budgetary allocation for the urban sector was ₹14 billion for FY2016, and ₹29.7 billion for FY2020. 

https://finance-jharkhand.gov.in/pdf/Executive_Summary_Jharkhand_Vision_and_Action_Pln.pdf
https://finance-jharkhand.gov.in/pdf/Executive_Summary_Jharkhand_Vision_and_Action_Pln.pdf
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After a piloting exercise, revenue collection has been outsourced in 19 ULBs. Depending on the 
ULB, key revenue sources (e.g., property tax, water charges, trade licenses) are managed by the 
outsourced agency. The arrangement has also helped ULBs mitigate the shortage of human 
resource manpower. 
 
16. Urban governance reforms. Jharkhand was ranked third in the implementation of 
reforms under the national program Atal Mission for Rejuvenation and Urban Transformation in 
FY2017. The state has undertaken significant property tax reforms.7 The state is completing 
major initiatives in the three areas where it scored less: (i) e-governance, (ii) establishment of a 
municipal cadre (1,242 technical and nontechnical positions are sanctioned), and (iii) setting up 
of a state-level financial intermediary. Double entry accrual-based accounting has been 
implemented in the ULBs. An e-governance system is being implemented in the ULBs and the 
modules already implemented or under implementation are (i) online building plan approval, (ii) 
birth and/or death registration, (iii) property tax management, (iv) municipal license management, 
(v) water connections, (vi) e–tenders, (vii) a contractor management system, and (viii) a 
complaint management system. 
 
17. Assessment of the government’s strategy and actions. The strategies of the GOJ 
support the following key problems faced by cities in Jharkhand: (i) creating infrastructure, (ii) 
strengthening the financial base of ULBs, (iii) building staff capacity, (iv) developing state level 
institutions to support ULBs, (v) focusing on urban planning, and (vi) undertaking urban 
governance reforms. Areas of further work, building on the GOJ strategies, are (i) improving 
urban service delivery through investments to address inadequate infrastructure, introducing 
service delivery orientation within the ULBs, and engaging with the private sector to address 
capacity gaps and introduce accountability for results; (ii) building ULB capacity and systems; 
and (iii) supporting GOJ policies and institutions for the urban sector. 
 
18. Private sector participation in operation and maintenance. ULB staff capacity is 
limited when it comes to operating and maintaining new assets. Therefore, investments should 
involve the private sector in operations and service delivery. The credit rating and financial base 
of ULBs is too weak to attract private sector investment or commercial borrowing in the short 
term. The procurement of proposed investments should be through performance-based 
contracts with the private sector, with responsibility for construction, demonstration of service 
delivery on completion of construction, service delivery, and operational efficiency during the 
O&M period. 
 
B. Major Development Partners: Strategic Foci and Key Activities 
 
19. The state has proposed two investment projects supported by the World Bank and the 
Asian Development Bank (ADB) for investments in the urban sector. These will augment the 
ongoing investments under various national flagship programs.8 The World Bank approved the 

 
 
7 Property tax reforms consisted of (i) governance reforms by amendment in the Jharkhand Municipal Act (2011) and 

Property Tax Rules (2013), and introduction of Property Tax Collection and Recovery Rules (2017); (ii) introduction of 
public–private partnerships in tax collection and monitoring; (iii) integration of tax and nontax revenue; and (iv) 
spreading of awareness through a continuous information, education, and communication campaign. 

8 The national flagship programs launched by the Ministry of Housing and Urban Affairs include the Atal Mission for 
Rejuvenation and Urban Transformation (focusing on water supply and urban services improvement), Smart Cities 
Mission (focusing on making cities smart and livable), and Swachh Bharat Mission (focusing on sanitation including 
solid waste management). 
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Jharkhand Municipal Development Project on 12 December 2018 covering two towns of 
Dhanbad and Khunti. The details are in Table 3. 
 

Table 3: Major Development Partners  
Development 
Partner   Project Name Duration 

Amount 
($ million) 

Water Supply and Sanitation 
The World Bank Jharkhand Municipal Development Project  2018–2025 147.0 
Source: Asian Development Bank. 
 
C. Institutional Arrangements and Processes for Development Coordination 
 
20. The UDHD is the focal government department responsible for implementation and 
monitoring of urban projects and policies in the state, including programs supported by 
multilateral institutions like ADB and the World Bank, and urban projects under various national 
flagship programs. The GOJ has formed two agencies under the UDHD to monitor and oversee 
the implementation of urban projects and policies in the state: (i) the State Urban Development 
Agency is responsible for the implementation of projects and policies; and (ii) the Directorate of 
Municipal Administration deals with ULBs for regular coordination, monitoring, and grievance 
redressal. ULBs prepare urban infrastructure gap analysis to meet desired service level 
benchmarks along with annual investment and implementation plans on an annual basis. A 
committee headed by the UDHD secretary reviews and decides the implementation framework 
based on (i) the size of the project, (ii) the availability of grant funds, (iii) the suitability for funding 
under external aid, (iv) the state budget allocation for the urban sector, (v) national flagship 
mission requirements, and (vi) the capacity of the implementation agency and/or ULB. JUIDCO 
is the nodal agency for development and implementation of all major urban sector projects in the 
state, while small projects are implemented by the ULBs. JUIDCO also acts as a nodal agency to 
facilitate development coordination. 
 
D. ADB Experience and Assistance Program 
 
21. This would be ADB’s first urban sector investment in the state, and it aims to develop 
urban infrastructure for improved service delivery by addressing capacity and institutional 
governance issues. ADB will bring its experience in implementing physical infrastructure 
development, institutional capacity building, and urban sector reforms in other states of India and 
elsewhere to develop sustainable infrastructure. Considering that Jharkhand is a low-income 
state with limited capacity, the project will build upon ADB’s experience and lessons through (i) 
ensuring high project readiness, (ii) incorporating a 5-year O&M period in all construction 
contracts to ensure that staff gets trained for sustainable operation, and (iii) complementing 
infrastructure investments with strong capacity building support to the staff involved in project 
implementation and operations. 
 
22. The institutional strengthening and governance improvement activities are aligned with 
the reforms being undertaken through national flagship programs and other development 
partners. There will be a growing focus on providing tap water for all households by 2025 under 
the Jal Jeevan Mission (a national flagship program). ADB’s interventions will establish a model 
of continuous water supply with policy reforms and contractual framework for sustainable 
operation, which can be replicated by the state and other low-income states in India. The service 
level benchmark and revenue data, coupled with institutional and governance reforms, will pave 
the way for private sector participation in urban services, including the opportunity for ADB’s 
involvement in the next phase of investment. 
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Problem Analysis Diagram: Water and Other Urban Infrastructure and Services 

 
 

 
 
EWCD = elderly, women, children, and differently abled; IT = information technology; O&M = operation and maintenance; ULB = urban local body  
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