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 1. Sector Performance, Problems, and Opportunities 
 
1. Urban centers have driven the growth in the services and manufacturing sector, placing 
cities at the forefront of India’s economic transformation.1 The urban sector contributed around 
63% of India’s gross domestic product in FY2009, and this share is projected to increase to 75% 
by 2021.2 Similarly, while India’s urban population currently constitutes about 31% of the total, it 
is estimated to grow to 43% by 2031.3 Urban intensification stimulates economic efficiency, 
provides opportunities for employment and industrialization, and, in some cases, supports the 
emergence of a growing middle class that drives social change and changing consumption 
patterns. Realizing the promise of urbanization, however, requires meeting several challenges, 
including tackling a rising infrastructure deficit, inadequate planning and governance frameworks, 
weak local governance, and low financing capacity. Environmental and climate change pressures 
pose further challenges. 
 
2. Investment in urban infrastructure. Urban growth has preceded the development of 
infrastructure. Water supply, waste collection and treatment, sanitation, the road network, 
integrated public transport and mass-transit facilities, and housing are increasingly inadequate to 
respond to population pressures and economic demands. India’s water supply is characterized by 
low coverage (around 70%), intermittent supply, and poor standards and quality; 13% of urban 
households lack access to latrines, 94% of all cities and towns are unsewered, and 80% of all 
sewage generated is discharged untreated. About 30% of solid waste generated is not collected 
and/or not disposed properly. Urban roads and transport systems are overstretched, resulting in 
traffic congestion. Housing shortages are acute—estimated at 18.78 million housing units—and 
are expected to grow further due to rapid urbanization and population growth, among other 
factors. Poor infrastructure is also contributing to widespread pollution, environmental and health 
problems, and cities’ loss of competitiveness. India will have to provide improved urban 
infrastructure if its cities and towns are to support faster, more inclusive, and sustainable 
economic growth. A 2010 study estimated urban infrastructure investment needs of $1.2 trillion by 
2030 (or $134 per capita per year, compared with the current rate of $17 per capita per year).4  
 
3. Financing urban infrastructure and services. Urban infrastructure funding and asset 
sustainability is challenged by poor cost-recovery mechanisms and reluctance on the part of state 
governments and urban local bodies (ULBs) to levy user charges. Other key sources of revenue 
such as property taxes, publicly owned assets (such as land), and licenses remain underutilized. 
ULBs often have limited financial administrative capacity, and are unable to use and mobilize 
resources efficiently. Revenue reforms, therefore, need to be continued. Government transfers 
need to increasingly catalyze private sector investments and leverage alternative financing. To 
promote this, reforms are needed to (i) establish a policy environment that fosters private sector 
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participation via public–private partnerships (PPPs), and (ii) launch innovative financing methods 
and instruments. 
 
4. Strengthened urban governance. The institutional framework of urban governance 
suffers from a number of weaknesses, including: (i) incomplete devolution of functions to ULBs, 
(ii) fragmented lines of authority between various state-level agencies and ULBs, and (iii) weak 
capacity in urban planning and service provision. An effective, unified administrative framework is 
needed in urban areas, and the responsibilities of state-level bodies, regional planning 
authorities, and ULBs need to be further clarified. Emphasis should also be given to addressing 
gender equality in the context of urban governance, and to strengthening capacity for urban 
planning (with integrated participatory processes) and service provision, in collaboration with 
states, ULBs, and the private sector. 
 
5. Coping with environmental pressures. The sustainability of urban development and 
urban quality of life are likely to be impacted by the growing demand on water resources, and 
increasing water and air pollution. A strategic and comprehensive approach is required to collect 
and treat wastewater, and simultaneously address pollution of waterways that are the source of 
drinking water for many cities in India. More generally, “greener urbanization” is required through 
energy generation from waste, wastewater recycling and urban public transport. 
 
6. Promoting inclusive cities. An increased emphasis on long-term strategic urban 
planning is required to take into account the emergence and growth of suburbs and new cities, 
and to ensure that new agglomerations are dynamic and inclusive, in economic and social terms, 
and for both women and men. Measures to promote productive economic opportunities and 
access to basic urban services for all will be important.  
  
 2. Government’s Sector Strategy 
 
7. The government’s Eleventh Five Year Plan, 2007–2012 addressed infrastructure and 
governance challenges through the Jawaharlal Nehru National Urban Renewal Mission; a second 
phase of the mission that incorporates lessons from the first is expected to be implemented and 
potentially expanded through the framework of the Twelfth Five Year Plan,2012–2017, while 
recognizing differences among cities.5 The government’s strategy for the current plan focuses on 
strengthening the five enablers for urbanization—governance, planning, financing, capacity 
building, and innovation. The strategy emphasizes the need to strengthen governance, redress 
capacity shortcomings in human and organizational resources, engage in long-term strategic 
urban planning, and address the needs of the poor. 
 
8. India’s urban sector has traditionally emphasized the development of individual cities, 
which has overburdened selected central urban areas and caused disparities in the quality of 
infrastructure. In response, the Twelfth Five Year Plan’s strategy aims to improve regional and 
metropolitan planning, moving towards a regional approach to urban planning that aims to 
anticipate and plan the emergence and growth of new cities from an overall regional planning 
perspective. Within a region, the government aims to identify small and medium-sized towns and 
villages that have the advantage of location or natural resource abundance to create independent 
and sustainable areas of socioeconomic growth. 
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9. The government aims to develop a strategy that channels funds to build both capacity and 
infrastructure by creating a policy environment that encourages cost-saving innovations (e.g., in 
material selection, processes, and technology) and leverages alternative financial resources. The 
strategy (i) is to be linked to a skills development mission that includes initiatives such as the 
creation of centers of excellence and forums for sharing best practices in municipal management, 
planning, and service provision; (ii) focuses on promoting environmental sustainability through 
improvements in energy efficiency in buildings, and the management of solid waste and public 
transport, along with the creation of appropriate institutional mechanisms allowing urban towns 
and cities to be environmentally sustainable; and (iii) highlights the importance of community 
participation, including processes involving women, in the context of inclusive growth.  
 

3. Asian Development Bank (ADB) Sector Experience and Assistance Program 
 
10. The urban sector portfolio (including tourism) consists of 19 projects under 
implementation. These include 6 project loans (regular and additional financing) and 15 tranche 
loans (under 9 multitranche financing facilities). 6  ADB's interventions have strategically 
supported (i) the provision of integrated municipal infrastructure (water, sanitation, solid waste 
management, traffic management, and mass-transit corridors), promoting environmental 
sustainability and inclusiveness through targeted poverty reduction and gender mainstreaming 
components; (ii) improved governance and municipal reforms; (iii) the development of institutions 
and processes for innovative and sustainable urban infrastructure financing; and (iv) capacity 
building of ULBs for improved project implementation, service delivery, and utility management. 
ADB’s engagement has fostered regional approaches to improve connectivity and develop 
tourism infrastructure, develop state-level urban infrastructure financial intermediaries, and 
initiate steps to enable and promote PPPs. 
 
11. ADB’s new urban sector strategy will experiment with a Cluster City approach and 
include cities that serve as vital nodal points along high-potential economic corridors, such as 
along India’s east coast. Building on experience, and recognizing India’s and ADB’s strategic 
priorities, the new urban sector program will promote innovation and value addition through (i) 
integrated and strategic regional and metropolitan planning, leveraging economic advantage 
(competitiveness) while addressing environmental and equity (i.e., inclusiveness, including 
gender) challenges;7 (ii) the well-organized provision of urban infrastructure and services through 
a framework that (a) defines appropriate medium- and long-term roles for public and private 
sectors, (b) leverages additional finances, and (c) encourages technical advancement; (iii) new 
municipal financing modalities; (iv) strengthened governance and reforms for service delivery; 
and (v) institutional capacity to support (i) through (iv). The approach aims to turn cities into 
engines of socioeconomic growth and will concentrate resources in selected urban centers, 
especially those that serve as vital nodal points along high potential economic corridors. The 
selection process will consider (i) the implementation capability of states and cities where best 
practices could be demonstrated, knowledge developed, and models derived; and (ii) the 
subproject’s nature and structure, with a goal of promoting innovation.8 ADB will also support 
institutional reforms and organizational developments to improve inter-agency coordination, 
transport policy, and planning and management integration. 
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12. Value addition through greater efficiency. In keeping with ADB’s urban, water, and 
transport operational plans, the program emphasizes greater efficiencies in service delivery, to be 
achieved through (i) improved, cost-effective designs; (ii) private sector participation; (iii) the 
appropriate allocation of resources through regulatory frameworks; and (iv) capacity building and 
knowledge transfer through dissemination of best practices in urban municipal services. For 
example, to achieve this, water infrastructure will (i) target continuous (24 hour, 7-day) service 
levels by design, and full metering; (ii) incorporate service benchmark targets into project design; 
and (iii) isolate urban services accounts (ensure revenues fund operations and maintenance). 
 
13. Private sector participation. Efforts to enhance PPPs in urban development will include 
(i) continued support by ADB to develop an enabling policy, institutional and regulatory framework 
for increased PPPs;9  (ii) introduction and/or scaling-up of performance-based management 
contracting (mostly for water supply, mass-transit system operation, and street lighting), with  
separation of asset ownership from asset management and operation considered as appropriate; 
and (iii) case-by-case studies for each project of opportunities to use private sector financing 
and/or PPPs for specific revenue-generating infrastructure components. Other forms of private 
sector participation will also be pursued, such as slum rehabilitation projects, affordable housing, 
adaptive reuse of un or underused heritage sites and/or buildings and promotion of community 
tourism. In line with a regional planning approach to urban development, ADB will partner with the 
government and private sector, assisting cities in realizing their full potential for generating 
economic growth and productive jobs for all. In line with the 12th Plan, opportunities will be sought 
to increase community participation through the implementation of “4P” frameworks– 
People-Private-Public-Partnerships. 
 
14. Environmentally sustainable urban development. Special attention will be given to 
project implementation in environmentally sensitive states and cities that require unique 
approaches, including hilly and forested cities with fragile environments, and cities that are likely 
to face risks associated with water and natural resource degradation (e.g., cities along major 
rivers and water bodies). Support will also be provided to (i) improve urban public health services; 
(ii) develop sustainable approaches for sewerage and sanitation, wastewater reuse, sludge 
management, and solid waste management, including energy generation from waste; (iii) improve 
non-motorized urban transport systems; and (iv) make cities environmentally sustainable.  
 
15. Inclusive urban development and gender mainstreaming. ADB will continue to 
contribute to inclusive growth by means of targeted interventions in economically weaker states 
through the creation of an employment-generating environment and pro-poor urban transport 
initiatives. ADB will also continue to give attention to enhancing gender equality in urban 
development by engaging with state and municipal-level partners to build awareness and 
capacity to include women in the urban planning and community development process, and 
increase women’s access to basic services and skills development programs and skilled jobs. 
ADB will also identify ways in which it can contribute to safer cities for women.  
 
16. Deepening knowledge and partnerships. ADB will assist the government through its 
technical assistance program to formulate a national framework for water tariffs, improve 
regulatory mechanisms and urban governance, and analyze how the full potential of economic 
corridors to generate high and inclusive growth can be realized. It will also explore support to 
national centers of excellence in urban management and service delivery.
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PROBLEM TREE FOR WATER SUPPLY AND OTHER MUNICIPAL INFRASTRUCTURE AND SERVICES 
  

Source: Asian Development Bank 
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Sector Results Framework (Water supply and Other Municipal Infrastructure and Services, 2013–2017) 
Country Sector Outcomes Country Sector Outputs ADB Sector Operations 

Outcomes 
with 
ADB 

Contribution 

Indicators with 
Targets and 
Baselines 

Outputs with 
ADB 

Contribution 

Indicators with 
Incremental Targets 

Planned and Ongoing ADB 
Interventions 

Main Outputs Expected from ADB 
Interventions 

More people 
enjoy improved 
supply of 
drinking water 
and sanitation 
services 

 
 

(i) 100% of urban 
households have 
access to safe 
drinking water 
(tap, hand pump 
or tubewell) by 
2017 (2011 
baseline: 91.4%) 

(ii) 100% of urban 
households have 
a latrine facility 
within their 
premises by 2017 
(2011 baseline: 
81.4%) 

(iii) 100% of urban 
households have 
minimum levels of 
solid waste 
collection by 2017 
(2011 baseline: 
72%) 
 

Water supply 
and other 
municipal 
infrastructure 
and services 
expanded, 
improved, 
and well 
managed 

(i) Piped water supply 
infrastructure extended to 
all households (including 
poor and vulnerable) for 
all cities by 2017 (2011 
baseline: 70%) 

(ii) Waste water collection 
and treatment 
infrastructure extended to 
all urban households by 
2017 (2011 baseline: 
25%)  

(iii) Solid waste collection 
and treatment service 
extended for all cities by 
2017 (2011 baseline: 
20%) 
 
 
 

(i) Planned key activity 
areas 

(a) Drinking water system 
(52% of funds) 
(b) Sewerage and sanitation 
systems (43% of funds) 
(c) Waste management (5% 
of funds) 
(ii) Pipeline projects  

14 projects amounting to 
$1,125 million for 2013–2015 
(including 10 projects 
categorized as EGM) 
 
 
 
 
 
 
 
 
(iii) Ongoing projects 

23 ongoing loans amounting 
to $2,004 million as of 31 
December 2012 (including 15 
projects categorized as EGM)  

 
 

(i) Planned key activity areas  

(a) 900 km of distribution, 215,000 metered 
connections in Delhi on PPP basis. 
(b) Strengthened urban economic planning, 
management and economic infrastructure in 
Bangalore Metropolitan Region 
Planned key activity areas/pipeline projects  
 
(ii) Pipeline projects 

(a) 540 km of water supply pipes installed or 
upgraded; 512 km of sewerage and drainage 
network constructed; 165 MLD water treated; 
63 MLD wastewater treated; 0.13 m 
households, served with improved water 
supply; 0.15 m households served with 
improved sewerage  
(b) Increased gender equity in water supply, 
sanitation and other municipal services with 
greater representation of women in 
decision-making processes, structures and 
training 
(iii) Ongoing projects 

6,780 km of water supply pipes installed or 
upgraded; 4,150 km of sewerage and 
drainage network constructed; 1,336 MLD 
water treated; 1,116 MLD wastewater 
treated; 18 sanitary landfills (1363 MT/d) 
developed or improved; 1.25 million 
households served with improved water 
supply; 1 million households served with 
improved sewerage.  

ADB = Asian Development Bank, EGM = effective gender mainstreaming , km = kilometer, MLD = million liters per day, MT/d = metric ton per day, PPP = public-private 
partnership    
 
Sources: Government of India, Planning Commission. 2011. Report of the Steering Committee on Urbanization, Twelfth Five Year Plan (2012–2017). New Delhi; 
Government of India, Planning Commission. 2011. Faster, Sustainable and More Inclusive Growth: An Approach to the Twelfth Five Year Plan. New Delhi; High 
Powered Expert Committee. 2011. Report on Indian Urban Infrastructure and Services. City; and S. Sankhe et al. 2010. India’s Urban Awakening: Building Inclusive 
Cities, Sustaining Economic Growth. Seoul. 


