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FOREWORD

The Bank has
identified
improvement in
management
and public
service delivery
at the municipal
level as a
priority area in
its governance
agenda.

M unicipal managers in Asian cities today are
faced with the formidable challenge of finding

effective and innovative ways of dealing with rapid
urbanization, growing demand for improved public
services, and declining financial support from central
governments. Moreover, in developing countries in
Asia, the infrastructure requirements of the urban
sector are so large that the multilateral development
banks and other donors can at best contribute only
a small fraction of the total. However, there is a
solution to this apparent dilemma. Because
economic activity and wealth in these countries will
be largely generated by the expanding cities, the
resources needed for municipal infrastructure
development will be available. Tapping these
resources, however, will require significant
improvement in the management of the cities.

Toward this end, and in recognition of the
important roles that municipalities will play in the
areas of economic growth, human development, and
environmental management, the Asian Development
Bank (ADB) has identified improvement in
management and public service delivery at the
municipal level as a priority area in its governance
agenda.

In 1997 and 1998, ADB and the Asian
Development Bank Institute (ADBI) organized a
number of workshops aimed at creating awareness
of recent developments in public sector management
at the local government level. Participants shared
experiences of successes in reforming municipalities
and in motivating citizens and municipal managers
to embrace change. Two of the workshops were
organized under  ADB�s regional technical assistance
on Governance and Development, which facilitated
citizen initiatives to promote municipal government
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reforms in Lahore, Pakistan, and Dhaka, Bangladesh.
The third was the ADBI-sponsored Municipal
Management Forum in Tokyo, Japan, which was
attended by over 30 municipal managers from 10
countries.

The three volumes on Asian Cities in the 21st
Century: Contemporary Approaches to Municipal
Management are the outcomes of these initiatives.

� Volume I, Leadership and Change in City
Management, discusses concepts such as
leadership, vision, mission, planning, and
customer focus to which participants of the Tokyo
forum were exposed. It also provides examples
of the application of these concepts by
municipalities in tackling their problems and
implementing change programs.

� Volume II, Municipal Management Issues in South
Asia, discusses issues in selected South Asian
cities, with a special emphasis on organizational
problems in Lahore. It also provides a review of
municipal reforms and urban governance issues
in India and Sri Lanka.

� Volume III, Reforming Dhaka City Management,
discusses the institutional issues, financial
management, and solid waste management of one
specific city � Dhaka � and provides
recommendations on organizational reforms to
deal with these issues.

We are indebted to many individuals for the
completion of these publications. We recognize the
contribution of the participants and speakers in the
workshops, who continue to do their best, every day,
to make their communities livable through better
municipal services. Naved Hamid coordinated the
workshops and supervised the preparation of the

vi
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reports. Rosario Belen and Merly Mallion assisted
in organizing the workshops and preparing the
materials for publication. Eric McGaw provided
editing services and Ramiro Cabrera did the cover
design.

We trust that this set of publications will make
a positive contribution to the literature on municipal
management. Further, we hope that it will prove a
useful resource for city managers in their efforts to
improve the quality of life for their citizens, and thus
promote the development of responsive and effective
local government.

Yoshihiro Iwasaki
Chief, Strategy and Policy Office
Asian Development Bank

vii
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I. INTRODUCTION

In 1997, the Strategy and Policy Office of the Asian
Development Bank decided to make municipal
governance the focus of activities under its

ongoing Regional Technical Assistance on
Governance and Development. For this purpose it
was decided to undertake small projects in two South
Asian cities. The idea was to create, over a period of
four to six months, an awareness among key decision
makers of the importance of improving municipal
management by involving both the community and
the service providers in a dialogue on how to improve
the quality of urban services. The projects would also
test the hypothesis that, given favorable conditions,
the Bank could serve as catalyst for a process of change
leading to more effective municipal governments.

A key element in the �favorable conditions�
was identified as commitment and support at the
highest level of government to the objective of
improving city management. A new government
came to power in Pakistan in February 1997, and
the provincial government of Punjab was found to
satisfy the above criterion. Thus the city of Lahore
was selected for the first project and the process was
initiated in partnership with National Engineering
Services of Pakistan (NESPAK). They identified
resource persons, established groups of concerned
citizens, organized meetings between service
providers and the citizens, and developed an action
plan for reforming municipal management in Lahore.
To present the action plan to the key decision makers
in the province and to make them aware of the
possibilities by exposing them to success stories from
South Asia, a Seminar on Municipal Management
Reform was organized in Lahore 16-18 October 1997.

The seminar brought together the rich and
diverse experiences of municipal officials and experts

Given favorable
conditions, the
Bank could
serve as a
catalyst for a
process of
change leading
to more
effective
municipal
governments.
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from Bangladesh, India, and Sri Lanka, as well as
from Malaysia and the Philippines. The success
stories served as eye openers for the participating
government officials from all provinces of Pakistan,
and for concerned citizens, government officials, and
public representatives from Lahore. The Chief
Minister and the Governor of Punjab both attended
the seminar. The media took a special interest in the
proceedings, and provided extensive coverage with
in-depth reports on civic problems in Lahore. They
also reported in detail how some cities in the region
had successfully tackled these problems, and articles
on the subject continued to appear in the press many
months after the seminar. The Chief Minister had a
long private meeting with the visiting municipal
officials and was so impressed that he immediately
instructed the Administrator from Lahore to plan a
visit to Ahmedabad and Calcutta to learn how the
managers of those cities had succeeded in turning
their municipalities  around.

After the seminar, the exposure of municipal
officials from Lahore to modern municipal
management techniques was sustained through
participation in a Municipal Management Forum in
Tokyo hosted by ADBI, as well as the city �s
involvement in the Bank�s ongoing regional technical
assistance for Enhancing Municipal Service Delivery
Capability. The seminar, and the process of
continuous interaction following it, was so successful
that a large number of the recommendations made
at the seminar are currently being implemented.

Today Lahore has an elected Lord Mayor, and
each of its eight zones is administered by a Deputy
Mayor chosen from the elected councilors. A new
law is being drafted which will make the
Metropolitan Corporation of Lahore (MCL) the first
autonomous municipal council in Pakistan by 1 July
1999. The accounting and budgeting systems have
been modernized and, for the first time, its annual
accounts have been audited by a private chartered
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accounting firm. Public relations materials explaining
the programs, services, and accomplishments of MCL
are prepared regularly, and citizens groups are
encouraged to interact with city administration on
issues of common interest.

One of the most interesting by-products of the
exposure to innovative practices in other cities was
the initiation of a partnership between the public
sector and a nongovernment organization (NGO) in
education. The municipality runs over 300 primary
schools in Lahore and a large number of these are
understaffed and poorly maintained. MCL and a local
NGO called CARE entered into a partnership under
which MCL handed over the management of 10
schools in particularly poor condition to CARE.
Under this arrangement, MCL provides the building
and pays the salaries of the existing teachers, while
CARE is responsible for any new teachers, teaching
materials, and supervision. In the first six months,
the number of students in these schools  increased
several fold, and the school environment and quality
of education  improved significantly. Other proposals
for public-private partnerships such as restoration
and maintenance of streetlights and traffic signals
are under negotiation.

Lahore is a city in which change is taking
place. It is possible that the seminar was the catalyst
that triggered this process, but the key factor in the
reforms was the polit ical wil l  and strong
commitment of the leadership, as well as the
involvement of the stakeholders. The challenge, of
course, will be to sustain these efforts, but with the
new and dynamic leadership in Lahore there is
cause for optimism.

This volume provides a collection of the papers
presented at the seminar. It is divided into two parts:
Part A focuses on municipal management in Lahore
itself, while Part B reviews municipal government
reforms and urban governance issues in other South
Asian countries.

The key factor
in the change
process was the
political will
and strong
commitment of
the leadership,
as well as the
involvement
of the
stakeholders.

Introduction
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Part A. Municipal Management in Lahore

The Keynote Address of Iftikhar Khalil describes the
processes and findings of concerned citizens in
Lahore regarding the levels of institutions and
individuals responsible for managing the city. He
stresses the complexity and seriousness of the issues,
and notes that easy solutions are unlikely to be found.
On a positive note, he states that the gathering itself
is an important step toward resolving the problems
and difficulties faced by the citizens of Lahore.

In his Inaugural Address, Punjab�s Chief
Minister, Mian Shahbaz Sharif, recognizes that the
problems of Lahore require immediate attention,
particularly with regard to the working arrangement
between MCL and the Lahore Development
Authority (LDA). He discusses the provision of
services and the need for professional staff and
innovative practices. Finally, he commits Punjab
government support to the improvement of the
socioeconomic conditions of the urban population
and to the implementation of the recommendations
under existing constraints and resources.

Syed Mansoor Ali Shah reviews the
institutional structure and framework of Lahore City
and assesses its managerial performance and
potential. He focuses on the legal structure,
performance, external pressures, internal policies,
staffing, and relation of Lahore City with other
agencies, as well as its interaction with private and
community organizations.

Anwar Kamal describes the findings of a group
that examined Lahore�s financing services and made
recommendations for reforming its revenue base.
Addressing Lahore�s lack of financial resources for
providing essential services to the urban population,
he recommends that the city seek such innovative
financial sources as municipal bonds, pollution taxes,
and surcharge on petroleum consumption. Most
important, he advocates transparency of the
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budgetary process so that people can see how their
money is being used.

Anjum Nasim presents an analysis of the need
to involve the private sector in the provision of
services, traditionally a public sector domain. He
lists ways to delegate some areas of solid waste
collection and disposal to the private sector, and
emphasizes the regulatory role of the public sector
if there is privatization. Finally, he summarizes the
discussion and recommendations of the workshop
participants which examined issues related to the
collection of solid waste, transfer of refuse, and the
development and administration of disposal sites.

M.P. Aftab outlines the steps to be incorporated
in the plan to improve solid waste collection in
Lahore. He emphasizes the efforts of the private
sector, increased public awareness, construction of
a sanitary landfill site, and improved disposal
arrangements for hospital wastes. He also encourages
training programs for the staff on solid waste
management.

Iftikhar Khalil presents an Outline Action Plan
for Lahore based in part on the recommendations of
the resource persons and key stakeholders. The plan
includes provision of public services, public-private
mix, financing of services, institutional strengthening,
and handling of solid waste. He recognizes that given
the limited time frame and resource input, it is not
possible to recommend a comprehensive package
of appropriate measures for making Lahore a model
city. He stresses that in improving the basic services,
the public perception of how the services are being
provided and managed should be taken into account.

The Honorable Shahid Hamid, the Governor
of Punjab, candidly admits that Lahore is faced with
serious urban problems because its current
infrastructure and public facilities have not matched
its rapidly growing population. He strongly believes
that without the willing support of the community,
and a conscious effort to bring about a positive change

Introduction
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in public attitude, Lahore will make little headway in
achieving the desired municipal reforms. He urges
the educational institutes, government departments,
and media to play their roles in ensuring greater public
participation in community welfare projects.

Alan H. Edmond conducted a diagnostic study
of MCL from June to October 1997 to define the
organizational problems and suggest a plan for
reforming the methods by which services are
delivered. He recommends that local and provincial
officials must take a hard look at not just the
symptoms, but the root causes of the problems. He
underscores the necessity for a working relationship
among elected officials, local leaders, and citizens
to improve the workings of MCL and LDA.

Part B: Urban Governance in Other South Asian
Countries

Padma Jayaweera, Omar Kamil, and V.K.
Nanayakkara discuss the historical background of
Sri Lanka�s local government system as a significant
component of its development processes. They
describe the various urban infrastructure issues,
problems, and constraints confronting the Colombo
Metropolitan Region. They also present solutions
undertaken by the national and local governments
to address these issues.

Shahidullah Miah outlines some of the basic
urban issues and problems besetting Dhaka City,
including rapid population growth, massive poverty,
an inadequate transport system, and deterioration
of service facilities. Through its own initiatives, and
with assistance from the Government of Bangladesh
and foreign donors, the city government has been
able to curb most of these issues and problems.
Today, it continues to find ways to improve living
conditions in Dhaka.

The Municipal Commissioner of Calcutta,
Asim Barman, highlights the fact that his city used
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to be derided internationally as a terminal case of
urban degeneration because of continued
deterioration of civic facilities, inadequate cash flow
and database, and unmanageable service delivery
norms. The political will of both the political
institutions and the state government, however,
enabled the city to tread the tracks of sustainable
municipal reform. Action plans were drawn up,
objectives and priorities clearly defined. Structural
reforms were carried out, mass-scale
computerization was introduced, resource
mobilization was enhanced, and the existing
infrastructure, services, and facilities strengthened
to effectively support the population and activities
in the urban center. More importantly, a number of
public-private participation programs were started,
and substantial NGO support was mobilized.

B. K. Sinha illustrates how the Ahmedabad
Municipal Corporation dramatically improved its
financial and corporate stature. Some of the financial
initiatives adopted include corporate planning,
public-private partnerships, bond flotation, build-
operate-own/build-operate-transfer schemes, new
tax measures, and access of local governments to
financial institutions and markets. He emphasizes
that financial innovations cannot succeed without
the support of efficient municipal governance.

P.K. Mohanty describes how a new Act of the
Constitution of India decentralized the powers and
responsibilities that enable municipalities to function
as effective democratic institutions of local self-
government. The Act emphasizes the participation
of directly elected representatives of people in
planning, management, and delivery of civic
services. It provides a blueprint of municipal
government reforms in India featuring strong
grassroots democracy in the effective functioning of
various key institutions. The Act also provides for
enhanced tax effort, application of user charges to
most urban infrastructures, dedicated taxes and

Introduction
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levies, interagency partnerships, accessing market
funds, and financial intermediation.

Dinesh Mehta provides a perspective of urban
India in 2021 against the rapid economic changes,
increasing urbanization, and declining capacities of
national and local governments to manage cities. He
underscores that the process of decentralization of
urban governance in India has not been very
encouraging, partly because it is difficult to expect
the national government to shed its powers and
authority to local governments. In strengthening
municipal governance, he stresses the need for the
state governments to create an enabling environment
within which the local governments are able to
exercise their functional and fiscal responsibilities.
He cites the cases of cities in India that have
successfully managed to cope with urban challenges,
and have recognized that improved governance
brings about improved productivity, generates
investments, and alleviates poverty.
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II. KEYNOTE ADDRESS

Iftikhar Khalil
Managing Director, National Engineering Services of Pakistan

Lahore is a large sprawling city covering an
area of over 220,000 hectares and hosting
an estimated population of more than 6

million. It has an annual population growth rate of
over 4 percent. It is widely perceived that because
of this rapid growth, the level of services provided
to the city inhabitants has substantially deteriorated.
The deterioration pervades every sector and varies in
degree, whether one looks at traffic congestion, public
transport, or quality of roads. Rapid growth has
similarly affected storm water drainage, solid waste
collection and disposal, water supply, sewerage, air
quality, public hygiene, and availability of housing.

These problems are not unique to Lahore. They
are experienced in varying degrees in most large
cities. However, most of us believe that things can
and should be much better. What is heartening is
the realization � both at the Government level and
at the public level � that there is a need to do
something very quickly.

Let me briefly describe the background and
the process that led to this seminar. About five months
ago, some of us (in our capacity as concerned
citizens) discussed the rapid and uncontrolled growth
of Lahore and the ever-growing demand for
infrastructure to keep pace with this growth. We also
discussed the general public perception that the
concerned agencies were unable to provide
acceptable levels of services. The need for a review
of the existing system of city management was also
discussed. We realized that the citizens of Lahore
should play an important role in this review process.
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We were informed that  ADB was interested
in these problems, not only in Lahore but throughout
Asia. NESPAK, which was preparing an integrated
master plan for Lahore, was aware of certain
dimensions of these problems. We also felt that it
was time to initiate such an exercise since the new
Government had been receptive to public
perceptions regarding the affairs of the city.

It was a result of these and many subsequent
discussions that this exercise was undertaken. The
Bank agreed to provide financing as well as other
forms of support and NESPAK offered to act as a
facilitator and catalyst.

Because this exercise has a limited time frame
and resource input, we recognized from the very
start that it would not be possible to identify and
address all the issues relevant to making Lahore a
model city. Similarly, it was not feasible to attempt
to recommend a comprehensive package of
appropriate measures for the achievement of this
objective. Nevertheless, we felt that it could serve
as an important first step in the development of a
package of participatory measures to resolve our
urban problems.

Let me now describe the process we have
undertaken. To ensure a participatory basis for the
process, we made extensive contacts with a cross-
section of the citizenry of Lahore. These citizens
comprised businesspersons, professionals, working
women, housewives, NGOs, market committees,
union councilors, and the media.

We selected four resource persons to organize
and conduct discussions on institutional design,
provision of public services, public and private mix,
and the financing of public services.

We held a series of meetings between citizens
and service providers. We conducted two
workshops where participants discussed the major
issues of city management. In the second workshop,
participants developed several preliminary



Review of Management Structure

13

recommendations on measures to improve city
management. Through this participatory process,
the citizens group acquired an appreciation for the
tremendous difficulties of managing a large city.
We also achieved an understanding of the
complexity of the interrelated issues that must be
addressed to meet the level of expectation of the
citizens of Lahore.

I will briefly outline the major issues identified
during the exercise. By so doing I can set the stage
for the discussion that will take place during this
three-day seminar.

The effectiveness of urban government
depends not only on the people who run it and the
environment within which it operates, but on its
institutional characteristics. Therefore, in any
assessment of urban government the issues must be
addressed on three levels:

� the level of the institutions entrusted with the task
of managingLahore,

� the level of the people selected to run these
institutions, and

� the level of the environment in which these
institutions operate.

Let us first focus on the institutional framework
which, in many ways, forms the core of the city
management issue. The aspects pertinent to effective
urban government are the structure of urban
government agencies, the division of tasks between
them, and their staffing and resource bases. We must
also consider the internal organization and
management processes, relations with the provincial
government, and interaction with private and
community organizations.

In assessing the effectiveness of these
institutions, one has to examine the responsiveness
of the institution to the needs of a growing city and
the efficiency in the use of resources. One has to

Keynote Address

Through this
participatory
process, the
citizens group
acquired an
appreciation for
the tremendous
difficulties of
managing a
large city.
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also account for the technical competence in the
selection, design, execution, operation, and
maintenance of infrastructure projects, as well as the
financial viability of the institution.

In the case of Lahore, two organizations are
entrusted with the responsibility of managing the city.
These are the MCL and LDA. Subordinate agencies
include the Traffic Engineering and Transport
Planning Agency and the Water and Sanitation
Agency.

The first issue that arose during group
discussions and workshops was the existence of two
organizations with geographical and functional
overlaps. The dilution of responsibility and division
of resources resulting from this overlap, it was felt,
did not contribute to effective city management. The
discussions also identified overlapping functions
between MCL and the Education and Health
Departments of the provincial government.

A related issue was the desirability of
subdividing Lahore into a number of zones, each
responsible for providing its own services. These issues
were discussed at some length during the two
workshops, and I am sure they will be discussed further
during this seminar. Based on our discussions,
appropriate recommendations will be made for
inclusion in the Outline Action Plan.

Regarding MCL itself, a variety of constraints
were highlighted that underline the need for the
introduction of professional management. These
include:

� ineffective management,
� lack of management systems,
� lack of performance indicators,
� lack of accountability,
� allegations of widespread corruption,
� external interference,
� rapid changes in management, and
� lack of decentralization.

The dilution of
responsibility

and division of
resources

resulting from
the overlap of

two
organizations

did not
contribute to
effective city

management.
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In addition to these constraints, a critical
problem is the inflexible and limited revenue base.
Traditional sources of revenue are inadequate and
alternative revenue sources must be identified. Issues
such as cost recovery, service rates, subsidies, the
appropriate mix of taxes, and user charges stimulated
considerable debate. It was generally agreed that
the range and extent of these problems called for
substantial overhauling of the city�s management.

The role of the private sector is critical to any
discussion about improving the provision of services
to the citizens of Lahore. The issue of private sector
involvement generated considerable controversy
during the group discussions and workshops. The
keen interest of the participants in this subject was
perhaps due to a general perception that the question
of the relative roles of private and public sectors in
the national economy is part of an even bigger
debate. It is also linked to the ongoing debate on
the impact of private sector power plants on the
electricity tariff. A great deal of doubt was expressed
concerning the effect of giving free reign to the private
sector in municipal management without a proper
regulatory framework in place. This issue is likely to
generate considerable discussion during this seminar,
and it will be enlightening to incorporate the ideas
and experiences of neighboring countries into the
recommendations emerging from this seminar.

These were issues related to the institutional
framework. Other critical issues included staffing and
the environment in which these institutions operate.

MCL suffers from a host of staffing problems
at all levels of the organization. These include rapid
changes in top management, absenteeism, excessive
union influence, and above all a general lack of
staffing policies aimed at creating a productive and
responsive work force. These issues will be addressed
in this seminar.

The overall economic, political, and social
environment in the country also has a significant

Keynote Address
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impact on the performance of MCL. Although it may
not be necessary or possible to discuss these aspects
in detail at this seminar, we hope to discuss certain
aspects directly relevant to the effective functioning
of MCL.

The main focus leading up to this seminar has
been on solid waste management. NESPAK�s in-
house team has led the discussion of this subject.
Various options for improving solid waste
management were considered and the final
recommendations of the seminar will be incorporated
in the Outline Action Plan.

Our expectations from this seminar are in some
respects very high and, in others, modest. Because
senior government officials, city managers from
Pakistan and neighboring countries, and a cross
section of concerned citizens and public
representatives from Lahore will attend this seminar,
expectations are high that major issues relating to
effective city management for Lahore will be identified
and discussed. On the other hand, it is sobering to
realize that easy solutions to these complex problems
are unlikely to be found.

What we do hope to achieve is to identify, at
least on a broad canvas, the particular aspects
requiring urgent attention and the likely directions
to take to find solutions. In my opinion, this gathering
is in itself an important step toward resolving the
problems faced in managing the city. I hope that the
citizens of Lahore will continue to work toward these
objectives, perhaps in a more formal organization.
It is also heartening to note that if press reports are
credible, some of the possible measures discussed
in the workshops are already being considered for
implementation. A beginning has thus been made
for city managers and citizens to jointly seek solutions
to the problems of Lahore. It is now up to all of those
gathered here to build on this fine beginning.
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I would like to congratulate the organizers of
this seminar, especially the Asian
Development Bank and National Engineering

Services of Pakistan, who have painstakingly
arranged and coordinated this huge effort for
deliberations on a subject long overdue.

Many problems, such as overpopulation,
slums, sanitation, transportation, encroachments, and
pollution, are common to large Asian cities. The city
of Lahore is typical in that it suffers from all these
maladies. Organized and planned development of
Lahore has been largely ignored in the past. The
metropolis has grown from a small city 50 years ago
into a megacity without any effective planning.

The government of Punjab is committed to do
its utmost to improve the socioeconomic conditions
in the province on an urgent basis. One of our top
priorities is to resolve the problems of the citizens of
metropolitan Lahore.

The keynote address has highlighted a number
of issues that require immediate attention. We need
to address these issues in a comprehensive and
integrated manner. I hope that you will give special
attention to five key issues during this seminar and
incorporate appropriate recommendations
concerning them into the Outline Action Plan. These
issues are:

� streamlining the two public sector organizations
managing the city of Lahore, MCL and the LDA;

� pinpointing the flaws in MCL�s organizational set-
up and proposing ways of removing them;

III. INAUGURAL ADDRESS

Mian Shahbaz Sharif
Chief Minister of Punjab

One of our top
priorities is to
resolve the
problems of the
citizens of
metropolitan
Lahore.
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� dividing Lahore into a number of zones for the
provision of services;

� drawing on the experiences of other cities and
the proactive role played by local nongovernment
organizations to prepare schemes for service
delivery through an appropriate public-private
sector mix; and

� seeking innovative ways of financing various
services such as solid waste collection and
disposal, and of curbing wasteful expenditure.

With the expertise available at this forum, it is
my earnest desire to fuse the experiences of national
and international experts on environment,
management, finance, and economics into an Outline
Action Plan. This Plan can form a basis for making
Lahore a well-managed city.

On behalf of the government, which is
committed to improving the life of the urban
population, I offer you my complete cooperation,
and assure you that I plan to seriously consider the
recommendations of this forum. I will endeavor to
put them into practice given the existing constraints
and available resources. All valuable suggestions will
be welcome and this government will endeavor to
implement them expeditiously.

I wish you all productive deliberations.
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This review looks at the institutional
structure and framework of Lahore City
and assesses its implications for managerial

performance as Lahore assumes the status of a
megacity. Part of the review process is the
examination of the various factors that make up the
institutional framework of Lahore City. These include
legal structure, performance, external pressures,
internal policies, staffing, relations with other
agencies, and interaction with private and
community organizations. The effectiveness of city
management depends on the strength of these factors.

INSTITUTIONAL FRAMEWORK

MCL is the local government institution responsible
for Lahore. It was constituted under the Punjab Local
Governments Ordinance in 1979. In addition, a
statutory agency called LDA provides the
metropolitan planning and development to improve
the quality of life in the metropolitan area. LDA is
assisted by two of its agencies, the Traffic Engineering
and Transport Planning Agency (TEPA) and the Water
and Sanitation Agency (WASA).

A major section of the city, the Cantonment
area, is run by the Cantonment Board. Some areas
of Lahore are managed by cooperative societies, such

IV. REVIEW OF MANAGEMENT
STRUCTURE FOR THE
CITY OF LAHORE

Syed Mansoor Ali Shah
Afridi, Shah and Minallah Advocates and Legal Consultants
Lahore, Pakistan
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as the Cooperative Model Town Society (MTS) and
the Lahore Cantonment Cooperative Housing Society
(LCCHS).

METROPOLITAN CORPORATION OF
LAHORE

A Chairman and a Vice-Chairman, who are elected
by the members of MCL from among themselves and
are referred to as the Mayor and the Deputy Mayor,
respectively, run MCL. The MCL members (or
councilors) are elected at the ward level, as well as
from special interest groups, for a four-year term and
the elections are based on adult franchise.

The number of members to be elected depends
on the population of MCL. If the population is 4 million
or more, the maximum number of seats is 150. The
members from special interest groups represent non-
Muslims, workers, and women. Members should be
citizens of Pakistan and at least 25 years old. Executive
authority is exercised either directly by the Chairman
or delegated through his subordinates.

MCL oversees the following operations.

� Sanitation
� Collection and disposal of refuse
� Prevention of infectious diseases
� Drainage and sewerage schemes
� Town planning
� Maintenance of public streets
� Prevention of environmental pollution
� Encroachment

MCL functions under the Punjab Local
Government Act. Each local council in the Punjab
controls funding for its area. Funding is generated
through the following means.

� Proceeds of all taxes, tolls, fees, rates, and other
charges levied by the local council
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� Grants made by government or other authorities
� Loans raised
� Profits accruing from investment
� Fines imposed under the Punjab Local

Government Act
� Other proceeds placed at the disposal of the local

council by the government

Other than the executive authority of the
Chairman, there is also a Punjab Local Government
Board, consisting of an ex-officio Chairman
(Secretary of the Punjab, Local Government
Department) and three to five members. The
members hold office for two years. The Board is a
corporate body with perpetual succession and the
power to hold, acquire, and transfer property. It has
a Board Fund, which consists of contributions from
local councils and grants from governments. It is
mandated to perform the following functions:

� act as a planning commission for the local
councils,

� undertake research and evaluation in local
government and issue publications for the benefit
of local councils,

� operate the Punjab Local Government Board
Fund, and

� recruit and appoint members of the Punjab Local
Council Service.

The Punjab government exercises general
supervision and inspects the councils once each
fiscal year. By notification, the Punjab government
can suspend a local council if it has reason to
believe that the council is unable, or persistently
fails, to discharge its duties. Upon publication of
the notification, the Chairman and members of the
council shall cease to hold office. During the
suspension period, such person or authority shall
perform all functions of the local council as the
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government may appoint. All councils in the
Punjab, including MCL, have been suspended since
1994 and are being run by government-appointed
administrators.

LAHORE DEVELOPMENT AUTHORITY

LDA is a statutory body under the Housing, Physical
and Environmental Planning Department. It was
established under the Lahore Development Authority
Act, 1975. The Chief Minister of Punjab Province
chairs it. Its members are the Secretaries of almost
all allied departments of the Punjab government. It
is a high-powered body and functions like the board
of directors of a corporation. Some powers of the
day-to-day running of the LDA are delegated to the
Director General, who holds office for a three-year
term.

LDA is charged with the responsibility for:

� developing a comprehensive system of
metropolitan planning and development to
improve the quality of life in metropolitan Lahore;

� establishing integrated and continuing
metropolitan and regional development
approaches to ensure optimal utilization of
resources; and

� evolving policies and programs relating to the
improvement of the environment, housing,
industry, traffic, transportation, health, education,
water supply, sewerage, drainage, and solid waste.

In the presence of a municipal government,
LDA appears redundant. MCL undertakes all the
responsibilities charged to LDA under the 1975 LDA
Act. Because LDA is not a fund-generating agency,
it is not a sustainable institution. It has to be constantly
funded through the property tax, which actually
belongs to MCL. Twenty percent of the property tax
goes to the Excise and Taxation Department as
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collection charges. The remaining 80 percent are
divided between LDA (20 percent), MCL (20 percent),
and WASA (40 percent). LDA and its subsidiary
agency WASA thus receive the major portion of the
property tax.

A nominated Board runs LDA with no public
participation. The full Board has not met for 10
years. It is therefore neither a credible public
organization nor a deliberative body. The concept
of placing control of municipal government in the
hands of MCL is sabotaged by this unreal and
unsustainable parallel system. Coordination is also
lacking between MCL, LDA, and the latter �s
agencies, TEPA and WASA. Roads built by MCL are
dug up by WASA or TEPA � one undoing the efforts
of the other.

Justifying the existence of LDA just because it
is the custodian of all the urban records is untenable.
The records can easily be shifted to MCL. Another
way of addressing the problem is to assign LDA a
specific role under the auspices of MCL. LDA could
function as a development wing of the corporation.
Right-sizing or right-placing of LDA could release
funds for utilization by MCL.

If LDA is to be retained as a government
agency, it must operate in harmony with MCL. For
example, development of about 200 colonies
(neighborhoods) has been approved by LDA, each
of which lacks provisions for sanitation. This problem
will inevitably fall on the shoulders of MCL, and
undoubtedly the corporation will fail to deliver. The
absence of relationship between two such important
service providers does not permit the development
of a workable system.

CANTONMENTS

Outside of the local councils are the cantonments,
originally built as quarters for the armed forces but
now supporting large civilian populations as well.



24

Municipal Management Issues in South Asia

Except for purposes relating to the armed forces, the
functions and objectives of the cantonments are almost
the same as the local councils.

Every cantonment has a corporate body called
the Cantonment Board with powers to hold, acquire,
and transfer properties. It comprises the commanding
officer of the station as the Board President, as well
as 12 elected members, a health officer, a
maintenance engineer, a magistrate, and nine civil
or military officers nominated by the commanding
officer. Cantonments are divided into wards
according to the number of elected members.
Members sit for four-year terms and are elected based
on adult franchise.

COOPERATIVE SOCIETIES

Cooperative societies are organized to promote thrift
and self-help among people with common economic
needs. Housing is one of the areas in which
cooperative societies have been quite active. The
cooperatives fall under the Cooperatives Department
of the provincial government. At present, MTS and
LCCHS, the largest housing societies in Lahore,
perform functions similar to those of MCL and LDA
combined. Cooperative society funding is comprised
of sales of shares, collection of admission fees, loans
raised, deposits, donations and grants, sale of
movable or immovable property, and user fees. Both
MTS and LCCHS have general bodies and are steered
by managing committees.

MANAGERIAL PERFORMANCE OF MCL

Experience shows that structural solutions alone
cannot rectify the deficiencies of urban government.
Improving internal management is equally important.
MCL suffers from an ineffective set of management
controls, alleged corruption, unduly strong union
influences, and a poor image. It is incapable of raising



Review of Management Structure

25

new revenue sources and is unsure of its relationship
with LDA. The population of the city has outpaced
the revenue contributed to the local council.

MCL functioning is crippled by political as well
as bureaucratic interference and patronage at all
levels. The Administrator, who has all the powers of
the Council and the Mayor, is a civil servant deputed
to the city because elected bodies have been
suspended since 1994. He/she can be transferred by
the Chief Minister at a moment�s notice. The much-
needed power and status to exercise clear managerial
control, particularly over departmental heads, and
to deter political leaders from excessive intrusion into
managerial functions, is missing. Elected bodies have
a strong political background, but being elected
requires strong managerial control. Sadly, political
intervention is exercised for personal gain at the
expense of MCL and disrupts systematic
management.

Top managers are constantly rotated. Uncertain
tenure cannot possibly lay any foundation for
constructive and long-lasting work. Quick rotation,
based on political considerations rather than
performance, encourages inefficiency, weak
management, and corruption. MCL also lacks
professional managers. Since MCL staff are not
insulated from political pressure, the need for
professional people is critical. Professionals would
be in a better position to resist outside pressure and
thus contribute materially to improving the quality
of operations.

There is also the problem of excessive
unionism. A total of 18 trade unions exists within
MCL. These unions frequently overstep their
jurisdictions and powers as defined under the law.
They are known to be violent pressure groups and
have seriously undermined the effective working of
MCL. Thus, in addition to the problems brought on
by external interference, MCL has also been
weakened from within.
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The problems are compounded by the fact
that no monitoring or accountability presently exists
within MCL. Local accountability is usually regarded
as the hallmark of municipal government. This
characteristic would distinguish MCL from most
other forms of public governance by making it more
responsive to local needs, and by making municipal
officials more directly answerable for their decisions
and performance. Similarly, internal subcommittees
or committees comprising concerned citizens and
senior officers are lacking in MCL. Such groups could
overlook the work of MCL junior staff. Without
checks and balances within the wards, subordinates
can do whatever they want and use the funds
allocated to them in whatever manner they choose.

MCL has a centralized organization structure
with the Administrator or Mayor (after elections) as
its chief executive. However, because Lahore has
grown so large, one administrator cannot possibly
attend to its needs. As a result, effective supervision,
control, or accountability is impossible.

The city is divided into eight zones and 130
wards. An Assistant Director, who reports to an
Operations Director, administers each zone. The
Operations Director reports to the Chief Corporation
Officer, who in turn reports to the Administrator. All
decisionmaking and authority is thus funneled into
a single individual for an entire city. This is absolutely
impractical and ineffective today.

The examples of MTS and LCCHS establish
that small and localized administration is effective
and accountable. The physical proximity of MCL
and LDA to residents is also important. The Town
Hall, which is the head office of MCL, is not
conveniently located for several neighborhoods of
Lahore. MCL is therefore distant and user-unfriendly.

Finally, citizens need to be educated. Solid
waste should be shown as a menace and disposal
procedures explained. MCL suffers from low visibility
and consequently so do the crucial issues of solid
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waste and sanitation. Citizens do not know how to
use disposal facilities. Public relations or awareness
programs could inform the public as to what street
is maintained by what agency, how often trash pickup
is to be provided, the hazards of obstructing drains
and ditches, and so on. While MCL builds credibility
through internal management and structural
improvement, it can neutralize bad publicity by
promoting written and spoken contact with the
public. MCL can become a friendly corporation by
using the media to promote public awareness and
civic education.

Citizen participation is also essential at every
level of decisionmaking. Provision of a link between
the residents and the authority would help keep
public institutions flexible and dynamic. It would
also help in the quick and effective redress of the
citizens� day-to-day problems. A complaint system
is successfully working at LCCHS. The complaint
box is emptied every three hours and follow-up
action is taken. It was revealed during the workshop
that although MCL received several complaints it
only attended to them superficially.
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O ne of the most critical issues tackled in
the Lahore City Management Project
was that of financing services. This paper

briefly describes the findings of the subcommittee
whose mandate  was to examine these issues. It also
includes the subcommittee�s recommendations.

The rapid growth of population and the extent
and pace of urbanization have rendered Lahore�s
urban infrastructure totally inadequate. This
inadequacy is attributed to the lack of financial
resources available to those responsible for the
provision of services. Other relevant issues include
the adequacy of education and training of city
managers.

REVENUES AND EXPENDITURE

Pakistan has three tiers of government and taxation:
federal, provincial, and local. The central Government
collects taxes on income, wealth, capital value, and
sales, in addition to customs levies and central excise
duties. The traditional sources of funds are taxation
and domestic borrowing. The provinces and local
bodies, on the other hand, collect land revenue and
agricultural income tax, property taxes, octroi (a local
tax on goods entering a city), and a host of minor
taxes. The octroi is the most important local tax.

V. REFORMING THE REVENUE
BASE FOR URBAN SERVICES

Anwar Kamal
Anwar Kamal Law Associates
Lahore, Pakistan



30

Municipal Management Issues in South Asia

The total budgeted income of MCL in
1996/97 was Rs1.16 billion. Its expenditure was
Rs1.18 billion, leaving a deficit of Rs16 million. This
deficit was offset by a carry-forward of Rs73 million
from 1995/96. Given a city population of 7 million,
the expenditure was a very low figure of Rs168 per
capita. Sixty-five percent of the budget was allocated
to salaries. In addition to the MCL budget, LDA
budgeted a total expenditure of Rs904 million. This
figure included a Revenue Expenditure of Rs463
million and a Development Expenditure of Rs441
million. The combined per capita expenditure of
MCL plus LDA therefore amounted to Rs297.

The details of MCL�s sources of revenue for
1996/97 are shown in Table 1. The Rs70 million
revenue from the municipal property tax constituted
MCL�s share of the property tax realized by the
provincial government in 1996/97, Rs10 million of
which was arrears from previous years. While MCL�s

Table 1: Details of MCL�s Sources of Revenue
for 1996/97

Amount
(Rs million)

Octroi 702.0
Municipal property tax 70.0
Sale of the rights of immovable property 190.0
Fee of maps, etc. 20.0
Taxes and fines on animals, hand carts, and cinemas 5.8
License fee for foodstuff, hazardous trade, slaughterhouse,

fairs, taxi stands, etc. 51.6
All types of rents of property, board-rent, etc. 54.7
Fees pertaining to schools, dispensaries,birth certificate

copies, sweepers, etc. 15.9
Other types of fines including expulsion of stray cattle, etc. 17.3
Temporary balance, road cuts 34.5

Total   1,161.8

Revenue source
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budget estimate of property tax for 1995/96 was
Rs180 million, only Rs17.5 million was collected
until March 1996. Although more revenues were
expected during the last three months of the financial
year ending on 30 June 1996, the budget estimate
was reduced to Rs70 million.

As regards octroi, the net income was Rs702
million after deducting Rs35 million for salaries of
staff and payment of Rs58 million, or 8 percent of
Rs760 million, to the Lahore Cantonment Board.
Generally, this tax is farmed out to contractors in
the private sector through open auction. However,
during 1995/96, recovery of the octroi tax was not
auctioned due to legal complications and MCL
collected the tax itself. A target of Rs760 million was
fixed for the first nine months of 1996/97, slightly
more than the estimate for 1995/96. Table 2 shows

Reforming the Revenue Base for Urban Services

Table 2: Development and Non-Development Expenditure
Budget for 1996/97

Budget Total
(Rs million) (%)

General Department 64.1 5.4
Finance Department 24.9 2.1
Tax Department 50.2 4.3
Education Department       207.6       17.6
Social Welfare          4.2 0.4
Health Department      466.5      39.6
Medicine Department        51.1 4.3
Livestock Department        10.0 0.8
Fire Brigade/Water Supply        35.1 3.0
Engineering and construction of parks/street lights 259.5 22.0
Temporary accounts (employee loans)          2.5 0.2
MNA/MPA grant          2.5 0.2

Total 1,178.2 100.0

     MNA = Members of National Assembly; MPA = Members of Provincial Assembly.

Department expenditure
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the department-wide development and non-
development expenditure budgeted for 1996/97.

While octroi constituted MCL�s single most
important source of revenue (60 percent of the total),
the health department utilized 40 percent of the
expenditure. Solid waste management falls within
the health department. Table 3 reflects the capital
expenditure for the Public Health Department for
1996/97, and Table 4 shows the distribution of total
expenditure on solid waste management within the
public health department. This total amount
represented an increase of 8.76 percent over the
previous year�s revised figure of Rs378 million.

The issue of finding funds for capital outlay
for future development could at best be termed
theoretical in the absence of firm estimates of monies
required for planned development. Reappraisal of
the structure and internal dynamics of MCL must be
undertaken in order to identify problems and work
out strategies for change, in particular a
rationalization for budget allocation.

The question of raising the requisite funds from
the capital market, both domestic and international,
through municipal bond flotation was considered. The

Table 3: Capital Expenditure for the Public Health Department

Amount
(Rs million)

Construction (sewerage, etc.) 22.2
Purchase of spare parts, tires, etc.             6.0
Repair of automobiles of SWM             8.0
Payment of customs duty for machinery of SWM 10.0
Purchase of five automobiles 13.0
Health center             3.0

Total 62.2

    SWM = Solid waste management.

Expenditure items



Review of Management Structure

33

Managing Director of Pakistan Credit Rating Agency
Limited provided useful theoretical input. It was
specifically pointed out that raising funds from the
capital market for an organization like MCL, although
possible, is subject to the following preconditions.

� The organization should be a separate legal entity.
� It should have a defined and predictable stream

of income.
� The accounts of the organization should be

subject to external audit by qualified chartered
accountants.

� The purpose for raising funds should be specified
and its income generation capacity evaluated.

PRIVATE SECTOR PARTICIPATION

Greater private sector involvement has been
proposed as an alternative because of the failure of
public sector managers. Far from serving as a panacea
for all the problems faced by Pakistan, injudicious
privatization or unregulated involvement of the
private sector may lead to greater trouble. If regulatory
and supervisory functions are not in place prior to
privatization, it may be more difficult to deal with a
private sector firm than with an inefficient,
irresponsible, and possibly corrupt public sector

Reforming the Revenue Base for Urban Services

Table 4: Allocation for Solid Waste Management

Budget Total
(Rs million) (%)

Salary of sanitation and health staff        333.1     81.1
Contingent expenses 37.5 9.1
Development and plant 38.0 9.3
Total repairs            2.0 0.5

Total 410.6 100.0

Item
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organization. Public sector management should be
reformed so that it better represents the interests of
the people. The methods by which public assets are
converted into private ones are therefore critical to
the future of the country.

Regardless of whether the lives, needs, and
resources of the Pakistani people are handled through
the public or the private sector, good governance
and management are crucial. In both cases, citizens
must be actively involved as the matter concerns
them vitally, and both the tax and the user charge
come from their pockets. In both cases, the structures
can be abused.

At worst, the public sector is inefficient and
irresponsible, the private sector greedy and predatory.
Ways and means must be found to make people work
efficiently, honestly, and responsibly. In the case of
public sector management, both incentives and
penalties must be built into the terms and conditions
of service, and performance indicators must be put
in place for objective evaluation. In the case of the
private sector, since conflict between public interest
and private profit is inevitable, the need is to regulate,
supervise, and control.

PLANNING AND BUDGETING

MCL does not have a proper system of planning and
its budgetary process is grossly inadequate for a large
modern city. The decisionmaking process is arbitrary.
In the absence of an elected body, it is managed by
public servants with no professional expertise in city
management. The MCL budget shows annual
additions to the previous year�s provisions, and no
systematic adjustment is made to take into account
the inevitable demographic changes or variations in
the city�s development. Add-ons to the previous year�s
budget appear to be the sole way of formulating new
budgets. Budgetary provisions have little relevance
to reality and monies budgeted for one purpose are
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used with impunity elsewhere. Because the MCL
budget is revenue- rather than demand-driven, it is
simply not used as a planning tool.

Similarly, audit procedures are grossly
inadequate and reporting is not done on an
allocation/use basis. Audit reports are therefore not
forthcoming. Citizen representation is ineffectual in
the planning process and nonexistent in a
monitoring/supervisory role. Measurable
performance indicators are not in place. No system
of incentives for quality work and penalties for failure
to deliver exists.

RECOMMENDATIONS

1. Use the budget as a planning tool. Budgeting
should be based on detailed cost estimates.
Budgeting must be zero-based and the use of
resources more organized and efficient.

2. Determine short-, medium-, and long-term
needs as well as projections for capital outlay,
recurring costs, modernization, replacement,
and construction of new infrastructure.

3. Review existing sources of provincial tax
revenue, such as property tax and octroi, and
carry out reforms to improve both incidence and
collection.

4. Formulate the policy for federal transfers to avoid
double taxation on the capital value of
immovable property.

5. Utilize user charges/service fees judiciously
while putting in place performance indicators,
as people are reluctant to pay more without
visible results. Consider consumers� ability to
pay when determining user charges and, where
needed, provide subsidies.

6. Discover and utilize additional and innovative
financial sources. An example of this is pollution

Reforming the Revenue Base for Urban Services
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tax/surcharge on petroleum consumption within
the city.

7. Identify additional sources of capital funds such
as municipal bonds. Carry out necessary reforms
to facilitate fundraising from the domestic and
foreign capital markets.

8. Include a system of incentives and penalties in
the terms and conditions of service to ensure
efficient, honest, and responsible performance
of work by public sector employees.

9. Allow transparency of the budgetary process and
make relevant information available to citizens
so that they will know how their money is being
used.
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VI. PROVISION OF PUBLIC

SERVICES: PUBLIC-PRIVATE MIX

Anjum Nasim
Professor of Economics
Lahore University of Management Sciences
Lahore, Pakistan

In most countries, particularly in the developing
world, the public sector provides services such
as education, health, water supply, sewerage,

sanitation, and solid waste collection/disposal. The
reason is that if these services are left to the market,
because of externalities inherent in these services,
they are unlikely to be provided at the optimal level
of quantity and quality. Moreover, unregulated
markets can lead to monopolies and collusive
behavior among producers.

In Pakistan, public sector involvement in solid
waste collection/disposal, water supply/sewerage, and
road construction/maintenance is pervasive. The
public sector is also involved in infrastructure
investment, operations and management of services,
and monitoring and regulation of activities
subcontracted to the private sector. Over the years,
the limitations of public bureaucracy in delivering
these services have become increasingly evident.
Disillusionment with the quality and quantity of
services is presently widespread. This deterioration
reflects both the lack of infrastructure investment and
poor management.

The failure of the government to provide an
acceptable level of public services has led to a
reassessment of the roles of the public and private
sectors. The realization is growing that a role for
the private sector may exist even in these areas �
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traditionally the domain of the public sector. The
pressure on the financial and human resources of
the public sector would be eased if both sectors
shared infrastructure investments, as well as the
delivery and management of public services. The
resources released would help improve the
functioning of the government. The experiences of
several countries suggest that private sector
involvement in these sectors can improve the quality
and coverage of services.

There is, however, a strong view that
privatization is not a panacea. Privatization often
involves substantial increases in tariffs, most of which
are monopoly rents. Improvement in the quality of
service, which is associated with private provision
of services, is difficult to measure or monitor. In any
case, the regulatory capabilities of public bodies,
which have the responsibility for monitoring services
and regulating tariffs, are limited. Strengthening of
the regulatory capabilities is a prerequisite for
privatization, but institutional weaknesses lie at the
heart of the problem. If public sector institutions are
strengthened, we may be able to concentrate on the
provision of public services and not on
experimenting with private provision of these
services. Also, given the existence of corruption in
public bureaucracy, private sector collusion with
regulatory agencies can be expected. The general
public may be left with, at best, a slightly improved
provision of services, but at the expense of a much
greater burden in tariffs and rates for services.

Through an analysis of these issues, this paper
tries to explain why the public sector is traditionally
responsible for civic services and why it may be
necessary to involve the private sector in their
provision. The paper also lists some of the ways in
which services can be delegated by the public sector
to the private, emphasizing the regulatory role of
the public sector. Finally, the paper summarizes the
discussion and recommendations of the workshop
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participants. In the context of public/private provision
of civic services, three issues were presented for
discussion.

� Is there a case for privatization of public services?
If so, what criteria can we adopt for privatization?

� What are the methods of private sector
participation in the provision of civic services?

� What are the regulatory capabilities of the public
sector?

A series of discussions in a subgroup followed
the first workshop on these issues. These
deliberations resulted in a set of recommendations
for improving solid waste collection and disposal in
Lahore through a mix of public/private participation.

THE RATIONALE FOR PUBLIC
INTERVENTION

Government intervention in the market can take
several forms. It can affect the production of goods
and services indirectly through taxes, subsidies, and
regulation even if it is not directly involved in the
production of goods and services. The term used by
economists to rationalize this intervention is market
failure.

To explain this term we must first define the
concept of efficiency. If the number of consumers
and producers in a given market is large, the market
outcome will generally be efficient. This is because
it is not possible to make someone better off without
making someone else worse off. Efficiency is
therefore a desirable social goal, assuming society
is better off by some rearrangement of production/
consumption. This would improve the welfare of at
least one person without an offsetting loss to someone
else. When these welfare-improving possibilities
have been exhausted, the situation is said to be
efficient (or Pareto efficient to be precise). One of

Provision of Public Services
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the important rationales for the �perfectly competitive�
model is that it allows an efficient outcome to occur.

However, there are two problems with the
model. First, the set of conditions under which the
efficiency principle holds is restrictive. Second, a
Pareto efficient solution is associated with each level
of income distribution. Different levels of income
distribution will lead to different Pareto efficient
outcomes.

Market failure results when one or more of
the conditions that ensure efficient outcome breaks
down. A monopoly is an example of market failure.
It is a condition where a large number of buyers and
sellers are absent. Another example is that of a pure
public good. These are goods that are non-
excludable and non-rival in consumption. Non-
excludability means that it is not possible to exclude
someone from consuming a good. A good is non-
rival if consumption by one person does not diminish
the consumption by another. An urban road is an
example of a public good. It would be very difficult
to exclude people from the use of the road, and
outside of rush hours, it is non-rival in consumption.
A radio broadcast is the perfect example.

It is easy to see that in the above cases free
market solutions could easily break down. Because
consumers may be unwilling to pay if they cannot
be excluded from consuming a good, and thus
producers may not be able to obtain an adequate
return on their investment.

Sanitation is another example of a public
good. Every household in the neighborhood benefits
if the streets are kept clean. Problems crop up in
attempting to recover costs of this service by
charging households according to the value they
place on this service. If willingness to pay is assessed
by surveying consumers, it would be to each
consumer�s interest to under-report the extent of
their valuation of the benefit. Again, private market
solutions break down.
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Even where it is possible to charge consumers
according to the amount of service consumed,
private solutions may not be feasible. Water supply
and sewerage are examples. Although water metering
allows for a charge of a service according to use,
the initial investment in water supply is very large
and the benefits from this investment are spread over
many years. The private sector may not have
sufficient capital and their planning horizon may not
extend far into the future.

The public sector is in a better position to
undertake investments and recover costs when
market-based solutions break down. Take the
example of sanitation. Although the public sector is
as constrained as the private sector from levying user
charges, its ability to levy taxes can recover the costs
of this service. It does not follow, however, that the
public sector should provide the service. While a
public sector agency like a municipal corporation
must ensure the availability of the service, its
provision can easily be contracted out to a private
supplier. Some considerations as to whether private
or public provision of a service is preferable are as
follows:

� the extent of financial sharing of capital and
infrastructure investment;

� the impact on tariffs;
� the effect on the quality of service;
� the likelihood of achieving or compromising

distributional objectives;
� the regulatory capability in the public sector

(to negotiate contracts, regulate tariffs, monitor
service delivery, and ensure that the terms of the
contract with the private sector are fulfilled); and

� the nature of the adjudication process (in the event
of noncompliance with the terms of contract).

The experience of MCL is a case in point.
Recently, it invited bids by private contractor for solid

Provision of Public Services
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waste collection in certain city wards. The lowest
bid was approximately Rs650 per ton. In comparison,
MCL�s cost estimate for collection was Rs450.
Cursory calculations suggest that if the entire cost of
private collection were to be recovered from
households, it would amount to Rs100 per annum
per household. In pre-seminar workshops, some
participants thought this charge was too high and
would have to be subsidized by MCL or the
provincial government. Others pointed out that in
certain areas of Lahore rate adjustment had not taken
place for several decades and in other areas, while
rate revision has taken place, the rates are much
lower compared to those in most countries.
Therefore, an additional charge for refuse collection
was justified.

LCCHS has successfully experimented with
private provision of solid waste disposal. Until a few
years ago, LCCHS undertook sanitary work and solid
waste disposal through its own sanitary staff and
waste disposal vehicles. Because the quality of
service was below the expectations of members of
the society, the decision was taken to privatize solid
waste collection. This resulted in reduced cost of
solid waste collection and improvement in the quality
of service. Quality clauses were built into the contract
with the private contractor. Supervisors appointed
by the society monitored quality. Today the standard
of solid waste collection by LCCHS is perhaps the
best in the city.

It should be pointed out, however, that LCCHS
is not representative of other areas of the city. In
terms of population, it is equivalent to just one of
the city�s 130 wards. Furthermore, LCCHS members
are some of the wealthiest people in the city and
therefore the level of education and civic sense are
far above the average. Most importantly, during the
privatization of sanitary services the army provided
security to LCCHS, preventing any threat from the
labor union of sanitary workers. After a few years of
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litigation, sanitary services in LCCHS were declared
essential services and the court cases were effectively
quashed.

A caveat must be added to this apparent
success story. Solid waste collected at LCCHS is
disposed at unused plots or private agricultural land.
These sites are not proper landfill sites and there is
no treatment of solid waste. In this sense, the practice
is not very different from the waste disposal
arrangement of MCL.

THE FAILURE OF THE PUBLIC SECTOR

The role of the state in the provision of goods and
services predominates in the developing countries.
The underdeveloped state of markets and a limited
entrepreneurial class has obliged governments of
these countries to assume a large role in the
production and distribution of goods and services.
Over the years, the limitations of public bureaucracy
in delivering these goods and services have become
evident. To understand why this may have happened,
the following passage from Klitgaard is instructive.

For an organization to work well, presumably
its leaders and members should understand the
organization�s objectives, should be able to
measure their success in achieving those
objectives, should have well defined tasks to
perform that contribute to those objectives,
should have means to carry out and coordinate
those tasks in a timely fashion, and should have
clear lines of authority. To reiterate, a successful
organization is successful in f ive areas:
objectives, measures, technologies, incentives
and authority.1

Provision of Public Services

1
Klitgaard, Robert. 1991. Adjusting to Reality: Beyond �State versus Market�
in Economic Development. San Francisco: International Center for Economic
Growth.
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Typically, public sector institutions fail on most
of these requirements while the private sector fares
better.

Another major reason underlying the failure
of public services investment in Pakistan is the serious
financial crunch faced by the Government. We
argued earlier that the Government might be in a
better position than the private sector to recover costs
of provision of certain types of services. The
experience of many developing countries (including
that of Pakistan) indicates that governments are either
unwilling or unable to raise these revenues.
Furthermore, the resources required to carry out large
investments in public sector projects are not easily
available. The lack of investments and the fiscal
squeeze has eroded the quality of public services in
general and municipal services in particular. Related
to the issue of fiscal squeeze is the issue of public
sector wages, which have failed to keep up with
inflation. This factor has also contributed to the
erosion in the quality of management in the public
sector. Thus, while qualified people face a
disincentive from entering public service, corrupt
and unqualified people are attracted.

While the public sector cannot be absolved
of its responsibility, workshop participants also
identified the lack of civic sense and the poor
standards of hygiene among the public as major
factors contributing to the poor standard of sanitation
in the city. Lack of education and civic sense are
impediments to maintaining sanitation even if certain
services are privatized.

Notwithstanding the performance of the public
sector, most participants in the workshops
emphasized the need for the presence of a public
sector entity in solid waste collection. They
considered public sector presence important, as it
would be a check against monopolies. The presence
of the private sector would also enhance the
productivity of the public sector through competition.
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However, it was felt that competition alone will not
improve the efficiency of the public sector, as was
demonstrated by the example of the Punjab Road
Transport Corporation. The Corporation, despite
strong competition from the private sector, had been
running losses for many years and finally had to be
liquidated.

PRIVATE SECTOR PARTICIPATION
METHODS

The failure of government to provide an acceptable
level of public services has led to a reassessment of
the roles of the public and private sectors. There is a
growing realization that there may be a role for the
private sector even in those areas, traditionally the
domain of the public sector. The following are some
of the ways in which private sector participation is
possible.

Contracts from Public Agencies

The overall responsibility in an area may be vested
with the public sector, but some activities, such as
road construction and maintenance, may be
contracted out to the private sector. Public agencies
can provide specifications for the work and private
contractors can be selected through a bidding
process.

Monopoly Franchise

Economies of scale sometimes suggest that a service
can be provided at least cost if there is a single
provider. A public authority can appoint and give a
private provider the franchise to provide a service
for a certain period of time (as long as 20-30 years if
the investment in machinery or equipment has a long
life.) Both can agree on the quality of service and
tariffs. The private party undertakes the investment.

Provision of Public Services
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Management Contracts

Management contract differs from monopoly
franchise. Here, the public agency undertakes the
investment while the private sector manages it.

Self-help

Self-help is an important form of privatization. The
Orangi Pilot Project in Karachi is a case in point.
Between 1980 and 1990 the project developed a
low-cost sanitary system for 47,000 households at
one fourth the investment cost of municipality-
purchased systems. The project is self managed and
used self-financed construction.

While the Orangi project, headed by Akhtar
Hameed Khan, is the best known example, the
Lahore Sanitation Programme (LSP), headed by Asif
Farroki, is another success story. In cooperation with
a number of NGOs, LSP supplements MCL sanitary
services in Lahore. At the beginning of each month,
LSP workers provide plastic bags to households for
depositing refuse. The bags are provided at a charge
varying from Rs25 (in low-income areas) to Rs100
per month (in high-income areas). The LSP workers
collect refuse bags every other day. These bags are
then dumped in a designated plot from where they
are picked up by MCL trucks. LSP is able to provide
services where local workers can convince 1,000
households to participate in the program. This level
of participation covers overheads for the collection
of refuse bags and hiring of vans to bring refuse bags
to a dumping site. The participation of local
community organizations is critical to the success
of the program.

REGULATORY ISSUES AND CAPABILITIES

Regulation is required to maintain a balance between
the conflicting interests of governments, private
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providers, and the consumers. Regulation includes
ensuring that:

� the quality and quantity of services satisfy the
terms of the contract between the public and
private producers,

� the benefits of lower cost and greater efficiency
are passed on to the consumer, and

� adjustments are made periodically in tariffs to
account for inflation or contingencies.

This in turn raises questions: What are the
current monitoring and regulatory capabilities of
MCL and LDA? How can these capabilities be
strengthened?

Understanding the institutional limitations �
whether privatization requires strengthening of
existing institutions or setting up new regulatory
institutions � is crucial for the effective
implementation of a privatization plan. An assessment
of the existing institutions and their strengths is the
subject of another paper in this seminar.

RECOMMENDATIONS

The focus of discussions in the workshops included
solid waste collection and disposal. The group took
into account issues related to the collection of solid
waste, transfer of refuse from one location to another,
and the development and administration of disposal
sites. The public/private mix was discussed in this
context. The recommendations of the subgroup are
grouped under three heads.

A.  Privatization of solid waste collection
B.  Stages in collection and disposal
C.  Landfill sites

Provision of Public Services
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A. Privatization

Context:  The quality of sanitation service varies from
being tolerable in the relatively affluent residential
areas to deplorable in the less affluent areas. MCL
sanitary staff starts work at dawn and completes street
cleaning before business activity starts in the city. Street
cleaning is typically done once a day. MCL has over
8,000 sanitary workers on its payroll. A large number
of them work only part of their eight-hour shift, while
another significant number are frequently absent.
Through better utilization of the workforce and better
monitoring and control, the standard of cleanliness
in the city can be vastly improved.

The system of refuse collection and disposal
suffers from absenteeism, inadequate level of
maintenance of equipment and machinery, shortage
of transfer stations, and absence of proper landfill
sites. Of the total number of workers officially
assigned for refuse collection, only about half report
for duty. The total number of vehicles for refuse
collection with MCL is 133, sufficient for collecting
only 70 percent of the refuse generated in a day.
There is one transfer station at Outfall Road. Three
more transfer stations are required to cope with the
volume of refuse generated. The city does not have
a single landfill site.

1. MCL should continue to be responsible for street
cleaning. Since cleaning only once a day is
inadequate in many parts of the city, cleaning
should be increased to twice a day. Better
attendance of workers should be enforced.

2. Privatize solid waste collection and disposal in
one zone of the city on an experimental basis.
The zone should have a significant presence of
both rich and poor neighborhoods. Zone
number six, which constitutes about 10 percent
of the city�s wards, is suggested.

Privatize solid
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3. In setting terms of the privatization contract,
including standards of quality, public authorities
could be guided by the contract between LCCHS
and a private firm for the collection of solid
waste. Because the LCCHS population is roughly
the size of one city ward and its area is much
larger than a typical city ward, its contract cannot
simply be replicated. However, the contract
provides a benchmark for negotiating
privatization contracts in the city.

4. With privatization of solid waste disposal in one
zone, reducing the workforce can effect
expenditure reduction in MCL. Most workers
should be able to obtain employment in private
firms contracted by MCL. Experience with
contracting sanitary services by the private/
cooperative sector suggests the existence of an
entrepreneurial class that can take up the
challenge of  providing these services. If MCL
decides to privatize, it can attract these
entrepreneurs as well as firms and NGOs with
experience in this area.

5. After privatization, in Zone 6, MCL should curtail
its solid waste expenditure budget by about 10
percent. Although this may not be feasible
immediately, the target should be realized in a
short period. The money saved could be used
to pay the private contractor. If the contractor is
too costly, the balance should be made up by a
levy on households. Given the experience of
the Lahore Sanitary Programme, it appears that
a willingness to pay exists among households,
and that scope for cross subsidization is
considerable. NGOs, local councilors, and
members of the community should be involved
in obtaining estimates of willingness to pay, and
persuading residents to pay for the improved
quality of service.

Provision of Public Services
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6. To make private investment attractive, the
contract period should be 3-5 years. Private
contractors should be able to lease or buy
existing equipment from MCL.

B. Stages in Collection and Disposal

Context: Solid waste collection and disposal involves
four stages.

� Stage 1: households deposit garbage in
the refuse dump in the vicinity of the
house.

� Stage 2: the refuse is transferred to a skip.
� Stage 3: refuse is taken from a skip to a

transfer station in a truck.
� Stage 4: refuse is taken from the transfer

station to a dumping site.

The household and the community can
effectively handle stages 1 and 2. The current practice
is for households to deposit their waste in a refuse
dump in the neighborhood, from where it is removed
by MCL workers to a skip. The frequency of this
collection, however, is irregular and unreliable.

At present, only one designated transfer station
exists in Lahore. The minimum number should be
four. Transfer stations allow a faster process flow. It
allows smaller vehicles to collect city waste and
transfer it to larger trucks and trailers to be taken to
a dumping/landfill site.

1. Privatization of solid waste collection should
involve stages 3 and 4. Private contractors
should be responsible for the collection from
the skip to the transfer station and from the
transfer station to the dumping/landfill site.

2. The household and local community should be
responsible for stages 1 and 2. Households
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should be required to deposit refuse directly into
the skips. If the skips are not conveniently
placed, the transfer from the local dump to the
skip can be contracted to a private contractor.
Each household can afford this with a small
contribution. One could also privatize stages 1
and 2 through a contract between MCL and the
private provider. However, it may be more
suitable in phase one of the experiment to have
a mix of community level initiatives and private
provision. Because, if the responsibility of the
private provider is more focused (e.g., clearing
skips every 24 hours), a faster and more efficient
service may be possible. Monitoring this service
may also be easier for MCL. The monitoring of
waste collection at every street is much more
demanding.

3. Strengthen the supervisory role of MCL. Conduct
a survey to obtain a measure of consumer
satisfaction in the areas where privatization is
envisaged. Carry out periodic surveys to monitor
the quality of private provision. Market research
firms, which carry out similar surveys routinely,
can be contracted to conduct such consumer
satisfaction surveys. Cancel contracts if the
private contractor falls short of some benchmark.
One possible benchmark is the volume of refuse
collected. If proper landfill sites are developed,
monitoring of such refuse collection will become
feasible.

C. Landfill Sites

Context: The current waste disposal practice is to
dump refuse at dumping sites on the outskirts of the
city, in vacant lots, on farmland (as manure, with
the consent of farmers) and at low lying areas around
the city. The present method of dumping is
environmentally unsafe. Untreated hazardous waste

Provision of Public Services
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seeps into ground water with potentially serious
consequences. A study conducted for the World Bank
assessed the need for four landfill sites in the city. A
feasibility study for one landfill site at Mahmood
Booti has been carried out, but its development is
still uncertain. This site is appropriate for 25 percent
of the solid waste collected. Another landfill site has
been identified at Kahna Kacha.

1. Develop proper landfill sites. Operationalize the
landfill site at Mahmood Booti and start a
feasibility study on the landfill site identified at
Kahna Kacha. Identify two new sites. The study
for the World Bank (mentioned above) identified
these sites as West of New Bund and Babu Sabu.

2. Private firms should handle the operation,
maintenance, and management of landfill sites.
This recommendation is in line with the thinking
among policy makers.
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VII. PLAN FOR SOLID WASTE
COLLECTION AND DISPOSAL

M. P. Aftab
Vice President, National Engineering Services of Pakistan

Municipal solid waste management in
Lahore is a responsibility shared by MCL,
the Cantonment Board, the Model Town

Society, and LCCHS. The Lahore Sanitation
Programme, on the other hand, was initiated by a
nongovernment organization.

Lahore generates approximately 3,000 tons
of solid waste every day, a total of 1 million tons
per year. This figure is expected to increase to 2.2
million tons by 2020. Presently, about 7,300
sweepers clean the roads and other areas and transfer
solid waste generated by residential, industrial, and
commercial centers from collection bins, skips, and
containers located at various sites throughout the
city to vehicles for further disposal. Most of these
bins are made of concrete or masonry. A total of
871 mechanical skips and 198 containers are set
up at selected locations. Open trucks and special
purpose trucks take the waste from the bins either
directly to the landfill sites at Charir, Kamahah, Barki,
and Hudaira, or to the transfer station located at
Outfall Road. It is estimated that about 70 percent
of the total waste generated is collected.

Other than the unofficial landfills (dumping
spaces), Lahore does not have any other kind of
disposal system. Daily, about 10 tons of hazardous
and infectious wastes from 30 hospitals require
incineration. Only three hospitals incinerate their
wastes. The remaining hospitals dispose of their
waste along with their domestic waste and garbage.
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According to the Environmental Protection
Department, this practice is hazardous to health and
environment.

OTHER ASIAN CITIES FACE SIMILAR
PROBLEMS

In Bangkok, solid waste is shipped to disposal sites
100 kilometers or more outside the city by either the
municipal authority or private contractors. The Metro
Manila Development Authority is working to close
its existing open dumpsites on private land, replacing
them with three sanitary landfills outside the city.

Under the Madras Waste Management Project,
the World Bank�s proposed plan recommends that
the government should combine its resources with
local community groups to develop an integrated
and improved collection service. Collection trucks
will be standardized and existing transfer stations
upgraded. Waste collection points will be
constructed in outlying areas to bring them into the
system. A new authority is proposed to take control
of the landfills and bring them up to a standard where
they no longer threaten the local environment.

Taking a somewhat different approach, the
megacities of Shanghai, Seoul, and Calcutta have
chosen to supplement existing landfill disposal with
other techniques. For instance, Shanghai expects to
incinerate 40 percent of its solid waste by 2000.
Seoul, which is at the high end of the solid waste
production scale for Asian cities, is acting to reduce
solid waste generation. Its solid waste reduction
policies restrict the use of disposables and
overpackaging, reduce food waste, and offer
incentives to the recycling industry. Meanwhile,
Calcutta is operating two pilot plants for production
of biogas and is experimenting with the release of
trapped gas from landfills for power generation. It is
also establishing, in partnership with the private
sector, a system of composting of household waste.
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Hong Kong�s Chemical Waste Treatment Facility
is Asia�s first state-of-the-art integrated chemical waste
collection treatment and disposal system. This is an
example of government and industry working together
to solve the complex problem of solid waste.

COLLECTION OF SOLID WASTE

Provider�s Side

The collection process in Lahore improved after
1988. The present system collects 70 percent of solid
waste (compared to 40 percent in the 1980s), while
the rest remains scattered along roadsides and open
spaces. Solid wastes are also burned in skips and
bins. This practice damages the skips and generates
toxic fumes.

In 1988, the collection process was
modernized by bringing in more scientific equipment
such as compactors, arm rollers, skips, containers,
and bins. These replaced the manual system of
spades, baskets, open trucks, and bullock carts.
Although the modernization program was useful, it
was not properly planned. The machinery was
haphazardly ordered and it was either improperly
used or overmanned. It was also subjected to theft.
The ratio of compactors to skips and arm rollers to
containers is not correct, resulting in additional
inefficiency. New machinery is required and old
equipment needs maintenance.

Compaction trucks are typically designed to
compact light refuse (100-400 kilograms per cubic
meter [kg/m3] density). However, waste density in
Lahore is usually around 500 kg/m3. Different trucks
are therefore required. Presently, there are 34
compacting vehicles in Lahore.

MCL has also started collection of waste from
houses, dividing the city into 10 zones, zones into
wards, and wards into units. Households in the
better-off residential areas pay Rs100 per month to

Plan for Solid Waste Collection and Disposal
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garbage collectors, while those in the low-income
areas pay Rs25 per month. However, the
inefficiency in the sanitation structure of MCL
destroys public confidence because sanitary
workers do not do their jobs and no-show workers
are tolerated by MCL. Checks and control over staff
is loose and defective.

Consumers� Side

The role of consumers in collecting waste is not
encouraging. The transfer of solid waste/garbage from
homes to the nearby skips or bins is inefficient and
unhealthy. At times, the garbage is dumped outside
someone else�s house and not taken to the skips at
all. In other cases, the skips are not used and the
garbage is scattered around them. Garbage is not
collected in proper disposal bags.

Culturally, people concentrate on keeping
their homes clean by throwing the garbage on the
streets. Servants who are actually dealing with
collection and transferring of solid waste on the spot
are not educated by their employers. There is a need
for MCL to undertake a campaign to educate the
citizens on the need for good waste disposal practices
at the household level.

REDUCTION OF SOLID WASTE

Various studies by different agencies have been
conducted to improve solid waste management in
Lahore. Each of these studies recommended
improving the existing collection and disposal
systems in a scientific manner. They also emphasized
increased public awareness and utilization of the
private sector to collect and dispose of wastes.
Another recommendation was to introduce training
programs for the staff.

Based on the recommendations, MCL
prepared a comprehensive proposal with a total
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project cost of Rs808 million to deal with solid waste
management. The project includes the construction
of a landfill site (Rs43 million), a gas recovery system
(Rs40 million), a power plant (Rs190 million),
hospital waste incineration (Rs81 million), and
technical assistance (Rs60 million). The project is to
be funded by the World Bank under a technical
assistance grant of Rs60 million and a $11 million
grant through the Global Environment Facility. The
Government of Pakistan and private investors are to
bear the balance of the cost.

The sanitary landfill site at Mahmood Booti
will cover 30 hectares and have a receiving capacity
of 250,000 tons/year. It is located north of Bund Road.
The project is a modern earth embanked landfill,
with optimized gas extraction capacity to recover
gas produced by the enhanced and controlled decay
of organic materials within the landfill. The recovered
gas will be utilized to provide energy for a gas-driven
power station. The Water and Development
Authority is expected to purchase and feed the
produced electricity into the local power grid. The
residual material in the landfill, on the other hand,
will be used as soil conditioner and filling material
once the process of biodegradation is completed.

In order to improve the prevailing solid waste
collection system, the following steps need to be
incorporated in the plan.

� Revise zonal boundaries based on population and
area.

� Establish performance indicators for various
categories.

� Encourage public participation/awareness.
� Immediately review areas lacking in collection

facilities � type and quantity of equipment,
transport, etc.

� Abolish the existing transfer station at Outfall Road
after construction of the sanitary landfill at
Mahmood Booti.

Plan for Solid Waste Collection and Disposal
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� Involve the private sector in collection and
transportation of solid waste.

� Tender a separate contract to build, operate, and
maintain a sanitary landfill at Mahmood Booti
on priority basis.

� Initiate the process of land acquisition at other
sites such as Kana Kachha, Ferozepur Road,
Bedian Road, and Shahdara.

� Immediately install a hazardous waste incinerator
at Mahmood Booti.

� Organize scavenging activities at the source as
well as final disposal points.

� Ensure the availability of adequate workshop
facilities for effective fleet operation.

� Immediately ban dumping of solid waste into
River Ravi.

� Encourage training and motivated academic
research for solid waste management.
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VIII. AN OUTLINE ACTION
PLAN FOR MANAGEMENT OF
LAHORE CITY, WITH EMPHASIS
ON SOLID WASTE DISPOSAL

Iftikhar Khalil
Managing Director, National Engineering Services of Pakistan

The proposed action plan outlines the
various recommendations of the key
stakeholders in Lahore after a series of

meetings and workshops held to examine and find
solutions to the problems besetting city management
and suggestions made during this seminar.

The paper has three parts. The first part
concentrates briefly on the problems of Lahore. The
second part presents the Outline Action Plan on
Management Reforms, followed by a summary of
the main recommendations. The paper ends with a
conclusion and final remarks on the entire process.

THE PROBLEMS OF LAHORE

As we are all aware, the problems of Lahore are no
different than the problems of any large metropolitan
city. They are generic in nature and as we have been
hearing for the last two days, these are the problems
that are also faced by all neighboring countries. The
question is primarily that of degree.

Broadly speaking the causes of Lahore�s
problems can be classified into three areas:

� rapid population growth,
� need for improvements in the institutional

framework for city management, and
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� inadequate financial resources for city
management agencies.

The City of Lahore has a population between
6 and 8 million and an annual growth rate of over
4 percent. The civic bodies of Lahore such as the
MCL and LDA have been unable to cope with the
formidable challenges of rapid urban growth due
to limited resources and inadequate institutional
framework for city management. Some of the
concerns that city management faces are inadequate
solid waste collection and disposal, lack of
sanitation, poor stormwater drainage and sewerage,
and air and water pollution. Other problems include
general deterioration of infrastructure facilities,
increasing encroachments, traffic congestion,
insufficient public transport, poor roads, inadequate
water supply, nonavailability of proper housing,
inadequate attention to green areas, uncontrolled
commercialization, and growing katchi abadis
(informal settlements). Ironically, this deterioration
has apparently been accepted both by the service
providers and by the citizens.

OUTLINE ACTION PLAN

The various stakeholders in Lahore formulated the
action plan as a result of the deliberations. These
are categorized into four areas: institutional
strengthening, provision of municipal services
through a public/private mix, financing of services,
and handling of solid waste. These areas are
described below.

A. Institutional Strengthening

� Eliminate overlapping functional responsibilities
between different organizations of MCL, LDA, and
other agencies.

� Subdivide Lahore into separate zones for a more
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effective system of service provision.
� Hire professionals from public or private sector

as city managers with clearly defined performance
indicators and specified tenure.

� Introduce staffing policies aimed at creating a
productive and responsive workforce.

� Involve citizens in the decisionmaking process.

B. Provision of Municipal Services:
Public/Private Mix

� Restore confidence of people in the civic agencies
like MCL and LDA.

� Introduce a competitive framework of public/
private mix for efficient civic management.

� Develop a regulatory framework that strikes a
balance between the complex set of interests of
government, private providers, and consumers.

� Experiment first with pilot privatization projects
that can be extended to other areas (e.g., solid
waste disposal in a selected zone).

� Award all private contracts in a transparent
manner.

� Ensure service costs are reasonable and
affordable.

C. Financing of Services

� Adopt a well thought out budget as the basic
planning tool. It should be zero-based with
organized and efficient use of resources.

� Determine short-, medium-, and long-term needs
and make projections for capital outlay, recurring
costs, modernization, replacement, and the
establishment of new infrastructure.

� Review existing sources of local tax revenue, such
as the property tax and the octroi, and carry out
reforms to improve both incidence and collection.

� Increase and judiciously utilize user charges/
service fees. Performance indicators must be put

Action Plan for Management of Lahore
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in place while considering higher user charges
for financing of services.

D. Handling of Solid Waste

� Establish performance indicators for all levels of
management so that goals and targets are set for
the solid waste management system.

� Computerize monitoring data to effectively
manage solid waste disposal.

� Create public awareness to promote citizen
participation in the improvement of solid waste
management.

� Involve the private sector in the collection and
transportation of solid wastes. It is recommended
that initially this be applied in Zone 6.

� Acquire a suitable landfill site near Lahore. Award
a separate contract to build, operate, and maintain
a sanitary landfill at Mahmood Booti.

� Immediately ban the dumping of solid waste into
the River Ravi.

CONCLUSION

In conclusion, I would like to share a few thoughts.
Both in the keynote address and in this presentation
of the Outline Action Plan, an attempt has been
made to conscientiously reflect the issues and
recommendations that have been developed as a
result of a five-month long interaction with a group
of concerned and committed citizens. They have
devoted innumerable hours of their time to voice
their concerns, to develop a better understanding
of the complexity of issues and of the constraints
faced by the government and the municipal
managers, and to convey their desire to be an active
part of the problem-solving effort. They provided
the intellectual stimulus for this exercise, with
NESPAK functioning as a facilitator.
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As stated in the keynote address, it was realized
from the very start that an exercise of this nature,
with its limited time frame and resource input could
not possibly attempt to recommend a comprehensive
package of appropriate measures for making Lahore
a model city. However, it could serve as an important
step towards a participatory evolution of such
measures. It is hoped that what has been achieved
as a result of this exercise is the provision of essential
feedback from citizens to the Government and
municipal managers.

In this context, I would like to refer to a
comment made by one of our distinguished foreign
delegates on the first day of the seminar. He rightly
pointed out that, in assessing whether a city is well
managed or not, the public perception has to be the
determining criterion. Thus, feedback from the
citizens must be an integral part of any serious effort
to improve the provision of services to the citizens.

The current Government�s understanding of
the nature and complexity of the problems facing
Lahore is not in question. Nor is their commitment
to the speedy resolution of these problems. However,
it is important to listen to what the citizens are saying.
Just like the Government, they are concerned and
willing to help to resolve these problems.

I am confident that the deliberations of this
seminar will be viewed in this context and that the
feedback from the citizens, together with the valuable
insights provided by our guests, will be given due
consideration.

I also hope that the citizens who participated
in this exercise will sustain their enthusiasm to
improve Lahore and that the Government will
establish a mechanism to continue to receive such
feedback.

Action Plan for Management of Lahore
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It has been a pleasure to be here with you today
at the Presentation of the Outline Action Plan
for Lahore City. I am happy that the Asian

Development Bank has selected municipal
management as one of the key areas for its work on
governance and that the underlying theme of this
seminar is to create public awareness and an enabling
environment for a professional and customer-oriented
city government. It is also a matter of satisfaction that
the Bank has selected the city of Lahore to pioneer its
plans for municipal management reform.

Lahore is a very old city. Its history can be
reliably traced back to the first half of the eleventh
century. It is also the second largest city in Pakistan.
The population of the city at the beginning of the
20th century was about 230,000. At the time of
independence in 1947 it had increased to 770,000.
Since then Lahore has continued to grow and
its present population is anywhere between
6 to 8 million. Unfortunately, the development of
infrastructure and public facilities have not matched
the population growth and we are therefore faced
with very serious urban problems.

MCL has the primary responsibility for the
provision of civic facilities to the citizens of Lahore.
Like other municipal bodies, it faces serious financial
constraints. A look at the current MCL budget
indicates that its expected income in 1997/98 is
Rs1,183 million. Of this, Rs835 million (68.5 percent)
will be spent on salaries. Only 16.2 percent of the
budget, or Rs202 million, will be available for the
execution of development projects. A small amount

IX. CONCLUDING ADDRESS
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of Rs45.7 million, about 3.7 percent, is available for
the maintenance of roads, buildings, and offices.
Keeping in view that Lahore has more than
2,500 km of roads, 3,000 km of streets, and a large
number of schools and hospitals run by MCL, it is
evident that satisfactory maintenance of even a small
part of these physical assets is impossible. Much
larger amounts are required for development and
maintenance. If the staff strength cannot be reduced,
the Corporation shall have to broaden its tax base,
make its system of collecting existing taxes more
efficient, and explore new avenues to supplement
its financial resources.

From Independence to 1975, the development
of new areas in and around Lahore was the function
of the Lahore Improvement Trust. In 1975 the Trust
was converted into LDA, and WASA was established
as a separate wing within LDA to look after the water,
sewerage, and drainage problems of the entire city.

As I have been saying to the heads of MCL and
LDA over the last few months, they are doing the same
work in different parts of the city. LDA, for example,
is maintaining roads, gardens, streetlights, and
undertaking a host of activities and functions that
should be the exclusive responsibility of MCL. I am
clear that maintenance works should be looked after
by the MCL, while LDA should concentrate all its
energies on development works and, in particular,
on new housing schemes. With the possible exception
of parts of the Shahrah-e-Quaid-e-Azam, the
maintenance of roads, streetlights, traffic signals, road
junctions, and recreational parks should revert to MCL.
LDA should be reorganized on commercial lines and
its main source of income should come from the sale
of residential and commercial plots in the new housing
schemes it has built. The profits generated from the
new housing schemes should be reinvested in other
such schemes while part of these profits should be
spent on selected projects within the inner city.
Notwithstanding the fact that LDA must acquire land
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at market rates, there is no reason why it cannot
overcome this financial hurdle by announcing an
attractive exemption policy for the affected
landowners. This is the manner in which 3-4 decades
ago the Trust, with very limited funds, developed the
five Gulberg schemes, the Shah Jamal Scheme, the
New Garden Town Scheme, the New Muslim Town
Scheme, and the Upper Mall Scheme.

Another area characterized by duplication and
overlapping of the work of MCL and LDA is the
enforcement of the building code regulations. For
certain specified areas the work done by either or
both is subject to the still further control of a high-
level Design Committee constituted by the provincial
government. The huge number of encroachments
all over Lahore, the unauthorized building activity
that has led to the establishment of ever more katchi
abadis, and the large volume of complaints against
the building inspectors are all testimony to the fact
that the entire system needs a drastic overhaul. In
the process of doing so I would recommend the
creation of a single Building Control Agency for the
whole of Lahore as has been created by the Sind
government for Karachi and by the North West
Frontier Province government for Peshawar. If this
is done, the heads of both the MCL and LDA will be
able to devote much more time and attention to
municipal and development work.

Solid waste management is a priority area for
MCL. The city generates about 3,000 tons of solid
waste every day but does not have satisfactory
arrangements for its disposal. There are no proper
landfill sites and solid waste is dumped in open spaces
at various points in the city. Besides spreading filth
and dirt, the waste poses serious problems for the
health of the citizens.

Particularly harmful to human health is the
hospital waste that has the potential of spreading
infectious and contagious diseases. There are about
30 major hospitals in the city and only three have
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incineration facilities. The other 27 do not have any
proper disposal system for their waste material. At
present MCL is disposing hospital waste along with
domestic waste and garbage. MCL must learn from
the experience of other countries, especially Asian
countries with success in solving the problem of solid
waste management. Calcutta, in India, has developed
proper landfill sites and is presently operating two
pilot plants for production of biogas and is
experimenting with utilization of trapped gas in
landfills for power generation. Hong Kong�s
Chemical Waste Treatment Facilities has very
successfully involved the local industries in working
out a system to control the solid waste problem
caused by the discharge of toxic waste by industry.

The citizens of Lahore are fully aware that after
LDA or MCL build a road, a few weeks or months
later, it is dug up by either the Sui Gas Authorities,
the Water and Sanitation Agency (WASA), or the
Telephone Department. We must devise and put in
place an institutionalized system of coordination of
the activities of various departments and agencies,
including Sui Northern, WASA, Pakistan
Telecommunications, LDA, MCL, and others. Under
the LDA Act, 1975, LDA has this power but the
head of LDA probably finds it difficult to perform
this essential coordination role because some of
these bodies fall under the control of the Federal
Government. It may be more feasible and effective
to locate the coordinating body in the Secretariat
of the Provincial Government under the
chairmanship of either the Minister or the Secretary
for Local Government.

Similarly, provision of water supply in various
parts of the city must be matched by corresponding
development of sewerage disposal schemes. At
present many more areas have been supplied with
water than are covered by sewerage disposal works.
As a result, the problem of sewerage disposal has been
aggravated, causing hygienic and health problems in
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large areas of the city. This brings us to the related
problem of the treatment of sewerage water.

Presently, polluted sewerage water, which
includes toxic industrial waste, is being discharged
into the Ravi River. This is a disastrous practice and
poses a serious threat to the health of the people
who use the downstream water for irrigation and
other purposes. The future plans of WASA must
include construction of water treatment plants in
various areas to ensure that only treated water is
discharged into the river. A water treatment plant
was envisaged in the Punjab Urban Development
Project supported by the World Bank, but owing to
institutional problems and cost overruns, the
construction of this treatment plant was abandoned.
However, the feasibility study of this project was
completed and a site of 900 acres was selected in
southwestern Lahore at Babu Sabu. It would be fitting
to complete the remaining planning work for this
project as soon as possible and to provide funds for
its construction in the next financial year.

This Seminar was rightly focused on the
participatory approach to municipal management
reform. Without the willing support of the community
we cannot make any headway in achieving the desired
municipal reforms. We have to make conscious efforts
to bring about a positive change in public attitude
and to motivate citizens to take part in community
welfare projects. Public involvement is necessary to
ensure that the reforms are carried forward and
sustained. Our educational institutions, government
departments, press, and other information media
should play their roles to ensure greater public
participation in community welfare projects.

I would like to thank the Asian Development
Bank and NESPAK for organizing this seminar. I am
also grateful to them for having afforded me an
opportunity to exchange views with the experts on
the important subject of the municipal reform
program.

Concluding Address
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The recommendations in this paper are the
findings of a study conducted in June and
November 1997. The purpose of the study

was to identify organizational problems and to
suggest a plan for reforming the methods by which
services are delivered by MCL.

MCL is Lahore�s urban council. Its governing
body has a membership of up to 150, and its
administrative powers are normally vested in a
Chairman (Lord Mayor) and a Vice Chairman (Deputy
Mayor), selected from the council�s membership. At
present, however, an appointed Administrator serves
in place of the Lord Mayor. He is assisted by the
Chief Corporation Officer (CCO). Twenty major
departments and support organizations, as well as
eight Zonal Secretaries, report to the Administrator
through the CCO. This is a very large span of control.

Lahore is divided administratively into eight
service delivery areas, or zones. Each Zonal Secretary
theoretically coordinates all direct services mandated
to the MCL. In practice, officers at the zonal levels
report directly to their superiors and ignore the Zonal
Secretaries. The Secretaries are generally of
insufficient civil service rank to command the respect
and cooperation of their nominal subordinates.
Secretaries are often improperly trained for their posts
and lack the experience necessary to manage the

ANNEX: FINDINGS OF A
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complexities of the positions. In addition, some posts
are left vacant for long periods of time.

MCL can be characterized as a service delivery
� rather than a policymaking � organization in
constant problem-solving mode, finding and moving
funds among programs to meet the immediate needs
of the city.

Salaries and related costs account for 68
percent of the MCL budget. MCL supports
approximately 20,000 positions, nearly half of which
are designated for handling solid waste. Much
absenteeism is reported among employees in the
solid waste and food departments.

City officials report that the budget is revenue
driven, with estimated allocations determining the
overall level of expenditure in any given year, and
with no opportunity for increasing revenues through
new sources. A single entry accounting system is
used, and the budget is not arranged in cost centers.
The payroll is centralized, as are other expenditure
functions. Underlying the budget is the reality that
Zonal Secretaries do not control expenditures within
their respective zones, so the breakdown of expenses
by zones is somewhat illusory.

During the study period, it was apparent that
poor services were being provided in the areas of
solid waste collection and disposal and street
cleaning. Employee attendance was notably poor.
Internal controls governing the use of materials and
repair supplies were lacking, and interference by
elected officials in the personnel administration of
MCL went unrestrained.

In the past, MCL suffered from high
management turnover, an ineffective set of
management controls, corruption, non-
accountability, unduly strong union influence, and
a poorly defined image. Unsure of its role with regard
to the Lahore Development Authority (LDA) and
other agencies, it has not tapped new sources of
revenue, and currently faces enormous demands on
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its resources from a growing population whose needs
outpace the revenue it contributes to the government.

REFORM MEASURES

1. Drastically reduce the overlapping functions of
MCL and LDA

Because many of the functions of MCL and LDA
overlap, citizens seeking effective service delivery
are confused. The images of both agencies, in
addition to the morale of their employees, are
therefore negatively affected. Supporting parallel
organizations with redundancies in staff and costs
is deleterious to the common good.

LDA�s initially important role in developing
new sections of the city has diminished substantially
in recent years. The legislation creating and defining
LDA was broad in scope to enable the agency to be
aggressive in pulling together the disparate elements
necessary for new settlements, including utility
provision, land aggregation, and land use planning.

The problem is that the role has changed while
the law has not. The outcome is that LDA can take
action concerning many aspects of land development
and control, as well as certain maintenance activities,
with impunity. LDA also holds a privileged position
in the hierarchy due to the rank of its Director
General.

Areas of overlap with MCL are well
documented, and some proposed remedies have
been tentatively agreed upon. It is suggested that a
six-month study be undertaken, during which the
duties most appropriate to each agency could be
delineated, a proper costing of these duties made,
and necessary changes in legislation drafted.

Only when those tasks have been completed
will LDA and MCL be able to examine their
reconstituted revenue needs as well as their sources
of revenue. More importantly, the decisionmakers

Findings of a Diagnostic Study
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should by then have a clearer picture of the
possibilities of enhancing revenue that can be
realized over the next several years.

The intent of the suggested study is to do the
costing and the estimation of potential revenues
without becoming embroiled in endless struggles
over the sharing of these revenues or the turning
over of developed land parcels. The short-term
conflict of such a process will be more than offset
by the elimination of a perennial problem, and such
a resolution will do more for the credibility of the
two agencies than any other single act.

2. Reduce the number of personnel in the MCL solid
waste function and use the savings to purchase
new equipment

Several study respondents urged a staff reduction of
up to 50 percent. Others were less specific, but stated
that equipment like modern sweeper trucks could
do the work of hundreds of manual laborers if major
streets were unobstructed. Reductions in numbers
of manual laborers would also mean reduced
numbers of supervisors, or at least an improvement
in the worker/supervisor ratio.

An example of such a tradeoff is the reduction
of 1,000 sweepers. At an average annual cost of
Rs40,000 each for salary and benefits, such a
reduction would result in annual savings of Rs40
million. Assuming Rs1 million per vehicle, this would
enable MCL to buy 40 vehicles each year.

Additionally, any savings accrued from
personnel reductions are recurrent, not a once-only
benefit. In six months the attrition program that has
begun in solid waste will take root and show results,
provided a link is made between payroll savings and
capital purchases of equipment. A public awareness
program should accompany such a program to alert
citizens to the advantages to be derived from a radical
reduction in the workforce.

Savings accrued
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Tremendous gains in efficiency can be
obtained if an analysis of equipment and collection
methods is undertaken. Variables such as trash
density, desired frequency of pickups, the use of
trash containers, the sizes and types of vehicles,
and the strategic use of transfer stations must be
considered in any mechanization program. Some
of this analysis has already taken place, and a large
equipment replacement program has received
one-time funding.

Such efforts should be publicized, with an
emphasis on the tradeoff between jobs and more
efficient use of public money. Instead of writing
stories about such efforts, however, the newspapers
unfortunately prefer to print stories about the
difficulties engendered by the �golden handshake�.
These stories focus on the method of the reducing
work force rather than the gains to be derived from
so doing. An aggressive public relations campaign
by MCL is therefore required to obtain balanced press
coverage.

3. Increase management continuity and depth by
contracting a city manager and empowering
the Zonal Secretaries

Lahore should contract for the services of a city
manager to serve under the Administrator (or the
Lord Mayor). Nurturing the Zonal Secretary positions
and carrying through the interim reforms may take
longer than the tenure of the current Administrator.
Based on the turnover record for the posts of Zonal
Secretary and CCO, continuity of effort must be
assured, and the trend toward decentralizing
authority to trusted, long-term, properly trained, and
motivated Zonal Secretaries must be rooted.
Moreover, a dispassionate, professionally trained city
management professional, perhaps from another city
or country, would help depoliticize the
administration and lessen the amount of interference

Findings of a Diagnostic Study
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by elected officials and unions. These terms of
reference for the position are suggested.

� The incumbent will work on a contract for a
specified salary and for a specified period of time
(two years is recommended).

� He/she will be nominated by the Administrator
and appointed by the Chief Minister. Removal
from office should only be made due to gross
malfeasance or serious misconduct, the latter to
be evidenced by conviction in a court of
competent jurisdiction.

� Credentials will be equivalent to those of an MCL
Administrator, including at least 12 years of
managing a large and complex organization in
either public or private sector.

� Duties of the position will be spelled out in a written
contract. Those duties may either be of an advisory
nature or as delegated by the Administrator and
subject to his review and approval.

In a city the size of Lahore, it is imperative
that the service delivery zones be managed with an
appropriate balance of centralized control and
flexible field management decisions. Optimally, the
Zonal Secretaries would act as �mini-mayors�,
exercising broad control over staff and equipment.
They would be accountable to the City Manager.

Zonal Administrators� posts have been
weakened because of improper posting and grading,
single entry accounting practices, and general
weakness of MCL management. MCL administrators
have not held their own positions long enough to
redefine those of the Zonal Secretaries, to train and
post them properly, and to develop a team approach
to service delivery.

The Zonal Secretaries have been relegated to
the role of inspectors, looking into complaints of
inadequate service. They have no real authority to
compel workers to improve their on-the-job
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performance. Ironically, although the Secretaries are
required to sign the payrolls for workers under their
administration, they cannot control absenteeism.

Suggestions for Zonal Secretary duties that
could be implemented in the short term are fourfold.

� Authorize Zonal Secretaries to withhold pay in
cases of absenteeism.

� Create performance standards for all workers
within the Zone, irrespective of the MCL
departments for which they work. The Secretaries
would convene as a committee to develop these
standards under the chairmanship of the City
Manager.

A system would be set up wherein the
Zonal Secretary would report compliance to the
City Manager, and each department head would
be held responsible to the City Manager for
compliance with those norms. Over time the
Secretaries and department heads would
develop a workable system of discussing these
matters before submission of weekly compliance
reports.

� Design and implement a complaints system. The
system would include a central register of all
complaints, a method for tracking complaints, a
method for timely notification of complaint
resolution, and a reward-and-punishment
mechanism for line managers assigned to resolve
complaints.

� Prepare for budget development and project
planning activities, anticipating that zones will
eventually be defined and enabled as true
budgetary centers. The zonal approach to
budgeting would become the norm, with an eye
toward a subdivision of the city into administrative
districts during the next decade. Zone-based
budgeting would provide an impetus to that
process, especially with respect to establishing
costs and revenue needs for the zones.

Findings of a Diagnostic Study
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Note that the types of duties listed above do
not in themselves transform the post of Zonal Secretary
into that of a �mini-mayor�. Few line responsibilities
will be assigned to the Zonal Secretaries as currently
posted and trained. This recommendation calls for
the eventual classification of the Zonal Secretary
position at a level commensurate with that of
department heads. Candidates for these positions
would receive training as managers. After the initial
reform effort, an analysis should be made of the skills
and training of incumbent officers, and a decision
made as to whether they should be replaced, trained,
promoted, or some combination of these alternatives.
The end result is to ensure that Zonal Secretaries are
equipped to be more than mere inspectors, and have
the potential to eventually assume the city manager
position.

This recommendation is made to include both
management improvements � the contracting of a
city manager and the strengthening of the Zonal
Secretary position � in that neither can succeed
without the support of the other. While the city
manager may not directly supervise the Zonal
Secretary positions, depending on the Administrator�s
wishes, both types of position are necessary for the
reform to have depth and sustainability.

4. Prepare for significant enhancement of local
revenues, including the drafting of an effective
set of land use policies

Revenue enhancement is an enormous political issue
in cities with service provision problems.
Nonetheless, the risks of confronting unions and
other interest groups may be worthwhile if recurring
gains can be made.

Consider the campaign to regain financial
health in Ahmedabad, India. Through strong
measures the city was able to improve its financial
position quickly through the key areas of octroi and
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property tax. Octroi collections went from
Rs1.3 billion in 1993/94 to Rs2.25 billion in
1996/97. This was accomplished by hiring
professionals to update the collection criteria,
neutralizing the local mafia, and round-the-clock
vigilance. Similarly, the property tax collections
increased from Rs470 million to Rs800 million
during the same period. The two-pronged approach
to effecting the increase was seizure of property
for unpaid bills and computerization of property
tax records. The resulting surplus was put into
capital works, and if enforcement efforts continue,
similar revenue gains will recur annually.

Currently, no direct link exists between locally
raised revenues and the services provided by MCL.
The major source of revenue is the consumption tax
(the octroi), and not taxes on wealth. Over the years
enormous distortions have crept into the system,
causing a gross underpayment of taxes, particularly
property taxes. Through consumer purchases,
however, everyone pays the octroi, and because the
octroi is an indirect method of collecting revenues
there is no relationship between octroi collections
and expectations about service levels. The average
citizen sees no advantage in changing the current
system because no one assumes that giving local
government more resources will automatically lead
to better service.

As with other large Asian cities, property-related
revenues are underused. For example, while only
about 22 percent of Lahore�s revenue is derived from
property-related taxes, many cities in the USA derive
in excess of 80 percent of local revenues from property
taxes, transfer taxes, and related fees. Percentages in
Asian cities at the low end of the collection scale are
Karachi (9.6 percent), Jakarta (9.5 percent), and
Shanghai (0 percent). At the high end are Seoul
(72.4 percent) and Manila (60.2 percent).

Currently, a Master Plan for the city of Lahore
is under preparation that could assist in substantially
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improving MCL�s revenue base. However, for that
to be the case, several questions with regard to this
exercise are relevant.

� Will the plan be vetted by the public, developers,
and others who might contribute to a more
rational scheme for land regulation, growth
parameters, and the maximization of open
space?

� Has thought been given to pulling together the
disparate land records and forming a
comprehensive land database for use across
agencies and meeting a variety of planning, land
control, and taxation needs?

� Will the geographic information system (GIS) now
being developed for the master plan be a
complete database available for use by all city
agencies to integrate planning for taxation,
transportation, land control, and general growth?

Proper land use control and the enhancement
of revenues from local sources are inextricably
related. In order for the tax on real estate to be a
useful tool for increased revenue, the land records
of the city must be put in good order. The records
must be interactive for all departments, they must
be transparent to the public, and they must be
capable of computer manipulation and modeling for
optimal usage.

Admittedly, it is impossible to put a new land
records system into use and establish a new property
tax regime within six months. It is therefore
recommended that during the next six months a
study should be undertaken in conjunction with
the ongoing GIS work to demonstrate the potential
for property tax revenue. Using GIS photo
interpretation techniques and a small number of
staff on the ground, a reliable sampling of property
throughout Lahore could be accomplished. The
outcome would be a description of the magnitude
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and composition of a property base, accompanied
by projections of the tax revenue potential under
varying assumptions. In other words, photo
interpretation could yield refined estimates of the
total area of taxable property, and a 5 percent
sampling of buildings and land would yield even
better results. This recommendation is therefore
limited to suggesting that research and data
modeling be undertaken for:

� tax revenue projection under various
assumptions; and

� coordination of the efforts of GIS experts now
working on the city �s master plan with the
planning and administration needs of the
departments dealing with land use control,
revenue projection, capital planning, building
permits, transportation planning, the general land
use planning of the city, health administration,
and education.

MEDIUM-TERM MEASURES

When the reforms suggested above are substantially
in place and accepted by a cross section of the public,
many of the preconditions for deeper reforms will
have been met. At that point, bolder action requiring
greater investments of time, funds, and political
capital will be needed. Those are divided into four
issue areas.

Issue Area 1: MCL Budgeting

Finding 1.1

Allegations of extensive corruption, mismanagement,
and non-accountability in MCL are encouraged
largely because an understandable, widely
disseminated, and rational budget does not exist.

Findings of a Diagnostic Study
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Recommendation 1.1

Measures should be taken immediately to establish
an open system for making budgetary decisions,
consulting with the general public and interest
groups, and publishing and distributing the annual
budget (proposed and final versions) in a format both
acceptable by current accounting standards and
understandable to lay persons. This agreement can
be expedited through the early adoption of a
resolution passed by the new City Council as the
first order of business following the 1998 elections,
and with the written concurrence and support of the
Chief Minister of Punjab Province.

It is naïve to suppose that governance
problems will disappear upon the enactment of a
statement of principle. Nevertheless, such a positive
action by elected officials would represent a first
step toward the restoration of confidence in MCL.
Such a statement, accompanied by a timetable for
adopting transparent and rational budgeting
procedures, would also serve as a signal to the
international donor community and debt finance
institutions that Lahore is on a well-defined path
toward fiscal reform. Equally importantly, the
citizens of Lahore would be able to reconnect with
their local government.

Finding 1.2

MCL�s internal budgeting process, based on a loose
system of planning and execution, is extremely
revenue-driven.

Recommendation 1.2

Devise a budget format for internal MCL use that
provides for decisionmaking based on the following
criteria.
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� Analysis of revenue and expenditure trends by
functional area.

� Descriptions of own source funding potential,
and the effects of increases in own funds at
service levels.

� Accurate personnel cost histories and projections
based on ascertainable attendance records for all
employees.

� A capital spending plan that is systematic in data
collection and analysis, takes into account all
feasible financing alternatives and combinations
of sources, and is vetted in appropriate forums
by all key decisionmakers, elected officials, and
the general public.

� Unit costing information for such selected services
as solid waste collection, using sampling tech-
niques, and proper equipment like weigh bridges.

� Customer satisfaction analysis for major services,
based on scientifically designed and administered
surveys, carried out regularly at reasonable
intervals.

Finding 1.3

MCL does not have reliable and enforceable
performance indicators in place for its services.

Recommendation 1.3

In order to improve its system of preparing a budget,
MCL administrators should institute performance
indicators for services. The indicators should be simple
to implement and highly meaningful in budgetary
planning. This would build on the measures
developed under the above recommendation to
empower the Zonal Secretaries and the City Manager
to create and enforce performance measures in the
short term.

In some cases, gross indicators for major
services are easily ascertainable, such as dividing

Findings of a Diagnostic Study
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the total number of students in the city school system
by the number of teachers and arriving at a student/
teacher ratio. However, it is usually difficult to
compare qualities of educational services using this
indicator.

Similarly, the final disposition of solid waste
is estimated at 70 percent (for designated dumps),
and 30 percent (unaccounted for). This statistic,
disturbing in itself, is made even more disturbing by
the fact that mechanisms holding managers
accountable for waste are lacking.

Performance indicators should be developed
through brainstorming sessions between service
providers and informed consumers. These standards
should then be applied consistently and the managers
held accountable.

Finding 1.4

The budget process for MCL is incremental, and not
related to a systematic analysis of program and capital
needs over time.

Recommendation 1.4

MCL should consider using a form of zero-base
budgeting over the next two to three years to develop
a list and costing of all the major service needs and
capital investments considered necessary by MCL
administrators.

This process requires a top-to-bottom review
of staffing and equipment. It also requires an
understanding that technological upgrading is of
prime importance, and that the negative impact of
job losses will be mitigated by forced attrition and
downsizing where possible. Also, a review should
be made of the equipment on hand and proposed
for purchase. A case in point is the use of
inappropriate trash compactor trucks considering the
density of the solid waste collected in Lahore.
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Pure zero-based budgeting is usually reserved
for decisions concerning types and sizes of armed
forces and is rarely applicable to municipal analyses.
It is suggested, however, that zero-based analysis is
applicable in the case of Lahore because basic
assumptions about staffing and equipment are being
questioned, such as the case of the solid waste
privatization now under tender. That is, budget
discussions are routinely needed to consider whether
some traditional activities of municipal departments,
such as solid waste collection, can be contracted
out. If these activities can be undertaken by other
agencies, several questions need to be answered.
What are the opportunity costs and the expertise
requirements for supervising the contracted entity
in the best interests of the public? What tradeoffs
might be envisioned in transferring street lighting
from one jurisdiction to another?

The revenue-driven nature of MCL�s current
budgetary planning, and the constant infighting
between MCL and LDA for shares of the revenue
pie, help foster a self-defeating situation. A demand-
driven approach will not bring about every project
and service improvement deemed necessary by local
leaders. It will, however, by providing a methodology
for justifying all proposed expenditures, instill the
kind of discipline in the budgetary process that the
public can appreciate and support.

Issue Area 2: Transparency and Accountability

Finding 2.1

The public has lost its connection with local
government partly because elected local
governments have been suspended, and partly
because decisions are not made or discussed in open
forums.

Findings of a Diagnostic Study
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Recommendation 2.1

By proactively involving the public through open
meetings and records, and by fostering ongoing
sensitivity studies and focus group activities, the new
City Council will have a golden opportunity to make
itself known as a self-government advocate. Such
regulations ought to include public readings of all
major City Council by-laws and budgets. Importantly,
appropriate intervals and procedures for public
comment should be included. An ongoing evaluation
of all major services should include random samples
of consumers and potential consumers of services
in a scientifically designed and professionally
administered program to elicit comments about
service satisfaction levels and pricing.

Within existing laws, the new City Council
should adopt rules that are as liberal as possible with
regard to procedural thoroughness and openness.
Decisions should be made in public, following
discussions that allow for digestion and reaction by
the public and the press to proposed by-laws,
budgets, and programs.

Finding 2.2

Because the LDA Board does not meet as a full group,
it is neither a credible public organization nor an
effective oversight body.

Recommendation 2.2

The Board should establish rules of procedure
requiring regular and open meetings. A staff should
be engaged to assemble agenda and provide detailed
information in a way consistent with informed
decisionmaking. The LDA budget and other key
documents should be made available to anyone who
wants to examine or copy them. Acceptance of these
recommendations will enable the Board to start to
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become a true public body. Importantly, none of this
will happen without the consent and active
participation of the Chairman (the Chief Minister).

Finding 2.3

MCL toleration of employee absenteeism is
destructive of public confidence in government.

Recommendation 2.3

The MCL Administrator should end this and similar
practices immediately.

Government should reach an accommodation
with public employee unions, even if it involves a
one-time grant from the national level to buy out
redundant employees and retire them. The problem
is deeply ingrained and may require draconian
measures, starting with severe penalties for managers
who certify falsified payrolls. Rotating inspectors from
distant cities may be helpful in dealing with the
problem of kickbacks, and the use of some informal
measures, such as publishing the names and
addresses of all solid waste workers on the payroll
may also prove useful.

Issue Area 3: Information Flow

Finding 3.1

Interaction between appointed and elected officials
on a daily basis is critical to the functioning of MCL
in a democratic setting, but the time currently spent
in such contacts (with Members of National Assembly
and Members of Provincial Assembly) is excessive.

Recommendation 3.1

A management information system should be
developed where elected officials are kept informed,
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in writing and through group briefings, of program
activities, spending patterns, revenue estimates, and
service delivery efforts. Such a system should be
managed by the chief administrators of the
departments through the Administrator or his/her
designee.

Lahore�s political culture requires that elected
officials have access to administrators in order to
further the causes of constituents, issue complaints
or praise, and keep informed of programs in progress.
The intent of having a management information
system in place is not to reduce the frequency of
such contacts, but to lessen the amount of time spent
on each contact through ready access to relevant
information.

Finding 3.2

MCL does not publicize its services well, and citizens
do not know what to expect concerning the use of
their taxes or where to voice their opinions.

Recommendation 3.2

MCL should develop mission statements for its
service delivery units and make them known to the
public. MCL should use the media to publicize its
services.

MCL�s low profile will be remedied only when
it develops internal performance standards and a
public relations program. The public needs to know
what streets MCL maintains, how often trash is picked
up, and so on. Numerous cities in other countries
have developed such programs to promote
understanding between government and citizens as
to the level of service provided per dollar (or pound
or rupee) of tax contribution. Officials in these cities
are accountable for producing the proper number
of units of service. Perhaps Lahore need not start
with such precise agreements, but it needs to quantify
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the realistic expectations of citizens, even if these
expectations are low at first.

MCL should also put together a more formal
citizen complaint system, preferably by empowering
the Zonal Secretaries, but alternatively through the
posting of a full-time expert on complaint resolution.
A reliable telephone recording system is needed,
since even in the best of systems phones jam during
emergencies. And since phones are not widely
available in Lahore, clerks should be available in
all neighborhoods to take down complaint
information, give a written copy to the complainer,
and give him/her a time to return for an answer if
the remedy is not a tangible one.

Whatever complaint system is developed, it
should be capable of tracking all complaints through
resolution, and categorizing them by zone, by type,
and by resolving agency. Such information, applied
in readily available software, can be an invaluable
management tool in addition to being consumer
friendly. At budget preparation and performance
evaluation time, managers will have access to
databases on problem areas in solid waste, water,
drainage, encroachments, etc. In addition to using
�windshield surveys� to assess developing problems,
managers can assess complaints in the resolution
process.

Issue Area 4: Workforce Improvements

Finding 4.1

The government reform movement in Lahore is not
yet cohesive, particularly in addressing the problems
of the MCL workforce. At worst the public is
alienated, at best confused, by the constant rotation
of top managers. When the elected City Council takes
office, the public will be one more step removed
from the workforce, and public understanding of its
problems will be further diminished.

Findings of a Diagnostic Study
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Recommendation 4.1

MCL should establish a commission on workforce
improvements that transcends elections and
individual administrators. It should include a cross
section of community leaders from both public and
private sectors, and should include members of the
MCL City Council itself, with LDA Board members
serving ex-officio and not voting. The commission
should be empowered to suggest changes in hiring,
promotion, training , and pay-for-performance
practices, and should be independent of civil service
regulatory bodies.

Without assistance from an outside,
dispassionate group of leaders from business,
industry, and the professions, newly elected City
Councilors may easily become immersed in routine
problems and avoid tackling the difficult issues of
personnel administration within the MCL
bureaucracy. That group, charged with specific tasks
and reporting deadlines, deliberating in public
sessions except when discussing union contracts,
could do much to recommend improvements in the
way in which administrators are chosen, motivated,
trained, and retained.

Finding 4.2

Improper posting and rapid rotation of key staff are
detrimental to agency effectiveness.

Recommendation 4.2

The new City Council will have a unique opportunity
to correct staffing inequities by making certain that
qualified staff are placed in all key posts, and that
the vacancy rate is within acceptable bounds.

The new Lord Mayor will be charged with
the effective administration of human resources
within MCL, and it will be in his/her best interest
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to declare a �hands-off � policy for other City
Councilors as to hiring, promotions, and transfers
for at least the key positions, such as Zonal
Secretaries. Little room exists for illusions about the
need for elected officials to have a hand in such
matters, but it is hoped that the new Lord Mayor
will be sufficiently skilled in politics to achieve
compromises in other areas so as to make the
posting routines as �pure� as possible.

Finding 4.3

Despite the growing acceptance of the practice of
contracting in other Pakistani jurisdictions, MCL
makes little use of this practice for recruiting
professional staff.

Recommendation 4.3

In addition to contracting for a city manager to assist
the Administrator (later the Lord Mayor), MCL should
seek all necessary means to establish a system of
contracting for short- and mid-term (up to three years)
personal services for postings at the equivalent of
Grade 16 or higher. There should be an option of
contracting for Zonal Secretary positions and for high
staff positions in the area of quality control, personnel
administration, and public relations. MCL should
establish and staff a public relations and internal
information dissemination office in the Lord Mayor�s
office.

It is common practice in professionally
managed cities to hire managers for fixed periods of
time on renewable contracts. These managers are
insulated from political interference by virtue of their
independence from the elected Council. Under this
arrangement they need not worry about being
involuntarily transferred at the first sign of controversy.
The suggested city management orientation differs
dramatically from the traditional arrangement in MCL,
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where the tenure of officials is governed by how little
they try to change the status quo.

Table 1 is a summary of the staffing levels and
appointment process for top managers in the various
local agencies. Greater consistency in grade level as
it relates to level of responsibility would be a feature
of a more standardized city management system.

Table 1: Grade Levels and Methods of Appointment

Organization Title Grade Appointed from

MCL Chief Operating Officer 20 Province
MCL Zonal Secretary 1 8 (often 16) LC S
MCL local employees up to 18 LCS
MCL Solid Waste Director 20 Province
MCL Chief Engineer 20 Province
MCL Engineers 18-20 LCS and Province
LDA Director General 20 Province
LDA Water and Sanitation

Agency Director 20 Province
LDA Engineers 18-20 Province
MTS Administrator 20 Province
MTS Secretary 17 Province
MTS Senior Engineer 17 LCS

     MCL = Metropolitan Commission of Lahore; LCS = Local Council Service;
     LDA = Lahore Development Authority; MTS = Model Town Society.

Issue Area 5: Structural and Mission
Changes

Finding 5.1

It is not illogical or detrimental to governance to have
two large organizations of local government working
concurrently in the same geographical jurisdiction.
LDA and MCL do have some similar functions, but
are fundamentally dissimilar in their organizational
types and working cultures.
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Recommendation 5.1

Strong consideration should be given to breaking
LDA into smaller organizations and revising their
missions, and to removing solid waste collection and
disposal from both organizations, to be vested in a
new solid waste district organization with
independent governance and rate-setting powers.
The metropolitan land use planning and control
functions should stand alone and be accountable
directly to an elected body. Water and Sanitation
Agency (WASA) should stand alone and depend on
user fees and debt for major activities, principally
water and sewerage construction and operations and
maintenance.

Some components of LDA, such as WASA, can
stand alone for financial reasons (self funding and
partial cost recovery). Other components, such as the
planning and land use control functions, should also
stand alone to meet the challenges of growth presently
overtaking the metro area. The solid waste problem
must be solved by setting up an organization as free
as possible from political influence, union control,
and dependence on the revenues of local government
or distributions from other levels of government.

Specific Recommendations for Priority
Consideration

1. Designate WASA as a stand-alone agency

Water and sewerage construction and operations are
typically treated as subject areas of special district
organizations. Often water and sewerage are
organized as separate enterprises, with water
commonly managed as a private company. LDA is
simply too large and complex to be treated as single
unit of government.

Having WASA as a stand-alone organization
would be advantageous for several reasons. Primarily,

Findings of a Diagnostic Study
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WASA would separate itself from the non-revenue
producing offices of LDA and act as a cost center
with strong self-financing powers. This would greatly
assist WASA�s long-term financing schemes in the
bond market or the donor loan market.

WASA would thus be better equipped to
pursue cost recovery through user fees and debt
finance. It would also be more accountable for
construction schemes and levels of service provision.
The public would be better able to assess the
connection between fees paid and services provided.
At present, fees and assessments tend to disappear
into the large LDA treasury and lose their
identification with specific services, a condition
made worse by the treatment of the LDA budget as
a private document. Transparency of WASA
budgeting would help the agency establish itself as
a proactive, progressive, and responsive agency.

2. Establish a new Land Use and Planning Office

The Land Use and Planning Office should have its
own elected Board of Directors with the authority
to adopt master plans and self-funding programs for
operations and maintenance. For the time being,
capital construction funds will continue to be
obtained from higher governments.

The importance of land use planning and
control, and the creation and maintenance of a
rational, computerized land and utilities database,
cannot be overstressed. Strengthening these activities
is a prerequisite for rationalization of the
metropolitan area. Development of a database that
includes overlays of utilities, transportation, soil and
water conditions, and other factors is as necessary
for municipal development as are blueprints for
constructing a large building. And having that process
controlled by an elected body is essential to the
concept of democratic governance.
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3. Establish a new authority for solid waste
collection and disposal

A new authority is needed for solid waste collection
and disposal with rate setting and collection powers.
Any or all activities can be put out to competitive
bid, and MCL could bid on any of those. Bids are
now under way for all collection and disposal but
with no change in MCL status. Potential bidders have
expressed concern that the winning firm must
determine how best to use MCL staff, and to make
arrangements as to the size and composition of the
work force.

One radical but potentially beneficial option
is to exempt the new authority from civil service
hiring for five years and to be a non-union agency.

An authority with broad powers would provide
the option of unbundling solid waste activities, while
retaining supervision of activities for which it has a
comparative advantage. Other areas could be
tendered out for bid. For example, regional landfills
could benefit from an approach involving the private
sector in building, operating, owning, and/or
transferring the new facilities to the authority.

4. Increase LDA accountability

At present the LDA Board is not directly accountable
to a single elected body. It does not meet with a
quorum and has no rules of accountability. Its value
consists principally as an advisory group to provincial
administrators. To make it an effective and
accountable institution the LDA Board should be
elected, it should meet regularly, and its records
should be open to the public.
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5. Improve MCL�s performance as a service
provider and LDA�s as a construction and
property management organization

Start with recodifying the law to allow the breakup
of LDA and to eliminate all overlaps with MCL. Set
strict provisions for LDA to turn over roads and
projects on completion to MCL for operations and
maintenance. There is nothing inherently wrong with
having two major agencies as long as they do not
significantly overlap.

6. Enable rational land use planning and control
by conducting a census of the city

The census should include information about living
conditions and dimensions of structures. It should
also be tied to GIS. A property tax cadastre should
be established for possible implementation of an ad
valorem tax, the proceeds of which could be shared
between city and province and administered by local
government.

SUMMARY

The report recommends that local and provincial
officials take a hard look at not just the symptoms,
but the root causes of the problems. It is also
recommended that the elected city officials, together
with senior Punjab Province administrators, form a
working partnership with the local leaders and citizens
to improve the functioning of MCL and LDA. Also,
customer satisfaction analyses for major services based
on scientifically designed and administered surveys
should be conducted at reasonable intervals.

The recommendations can be grouped into
the following five broad areas.
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1. Eliminate overlap/duplication between MCL
and LDA

� Make MCL a better service provision organization
and LDA a better construction management and
property management organization. Start with
recodifying the law to allow the break-up of LDA
and eliminate overlap with MCL.

� Break LDA into smaller organizations, revise MCL
and LDA missions, and remove solid waste
collection and disposal from both organizations.
These activities should be vested in a new solid
waste district organization with independent
governance and rate-setting powers.

� WASA should stand alone and position itself to
increase its dependence on user fees and debt
for major activities, principally water and
sewerage construction and operation and
maintenance.

� The metropolitan land use planning and control
functions should stand alone and be accountable
directly to an elected body. The new office should
have the authority to adopt master plans and fund
itself.

2. Make MCL and LDA more transparent

� The LDA Board should be elected. It should
establish rules of procedures requiring regular and
open meetings. It should engage a staff to
assemble agenda and provide detailed
information. The LDA budget and other key
documents should be made available to anyone
who wants to examine or copy them.

� MCL should proactively involve the public
through established procedural rules that include
open meetings and records, public hearings and
review periods, sensitivity studies, and group
activities. Such regulations should include several
public readings of city council by-laws and
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budgets, and appropriate opportunities for public
comment should be made available. An ongoing
evaluation of all major services should include
random sample surveys of consumers in a
scientifically designed and professionally
administered program to elicit comments about
service satisfaction and pricing.

� Feedback from citizens should be promoted and
developed through the use of sounding boards
and complaints/suggestions boxes.

3. Empower the Zonal Secretaries

� Develop job descriptions giving the Zonal
Secretaries genuine administrative powers.
Determine qualifications and grade levels for
such positions and work with local public
administration and business schools to begin
preparing Zonal Secretaries for their future
responsibilities.

� Classify the Zonal Secretary position at a level
commensurate with department head status, and
train candidates for these positions in
administration. Afterwards, analyze the skills and
training of the incumbents, and decide whether
to replace them with municipal managers of a
higher grade, train and promote the incumbents,
or some combination of these approaches. Such
action will ensure that the Zonal Secretary
positions are staffed by men and women equipped
to be more than mere inspectors, and who have
the potential to move up to the city manager
position.

� Make the Zonal Secretaries accountable for the
resolution of all service complaints brought within
each Zone. The Secretaries would be responsible
for designing and implementing a complaints
system featuring a central register of all complaints
(both internal complaints and complaints passed
on to other agencies), a method for timely
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notification of the resolution of complaints, and
a method for rewarding or punishing line
managers assigned to resolve complaints.

� Make the Zonal Secretaries responsible for
preparing development budgets and project
planning activities, in anticipation that zones will
eventually be defined and enabled as true
budgetary centers. The zonal approach to
budgeting would become the norm, with an eye
toward a subdivision of the city into separate
municipalities or administrative districts during
the next decade.

4. Contract for the services of professional staff

� Contract for the services of a city manager to serve
under the Mayor. A professionally trained city
management professional, perhaps from the private
sector, would help depoliticize the MCL
administration and lessen the amount of
interference by elected officials and unions. The
incumbent should work on a contract for a
specified salary for an optimal period of two years.
He/she should be appointed by the Chief Minister
upon nomination by the Mayor. Credentials should
be equivalent to those of an MCL Administrator,
including at least 12 years of managing a large
and complex organization in either the public or
the private sector. Duties of the position should
be spelled out in a written contract.

� MCL should seek all necessary means to establish
a system of contracting for short- and medium-
term (up to three years) professional services for
jobs at the equivalent of Grade 16 or higher.

� Options should be made available for contracting
Zonal Secretary and senior staff positions in the
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areas of quality control, personnel administration,
and public relations.

5. Improve budgeting/financial management in
MCL

� Establish an open system for arriving at budgetary
decisions, consulting with the general public and
interest groups, and publishing and distributing
the annual budget in a format acceptable by
current accounting standards and understandable
to lay persons.

� Devise a budget format for internal MCL use that
provides for decisionmaking. The format should
be based on analyses of revenue and expenditure
trends and descriptions of self-funding potential.
It should also reflect the effects of increases in
self-funding on service levels, accurate personnel
cost histories and projections, a systematic capital
spending plan, customer satisfaction analysis for
major services, and consideration of all relevant
provisions of the Lahore Master Plan.

� Institute a system of performance indicators for
services that are simple to implement and
meaningful in terms of year-to-year budgetary
planning.
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SRI LANKA AND THE
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V. K. Nanayakkara
Secretary
Ministry of Housing and Urban Development

Sri Lanka is an island nation consisting of
65,610 square km and a population of
about 18 million. About 70 percent of the

total population is rural and 30 percent urban. At
present, Sri Lanka faces an explosion in its urban
population, placing an enormous strain on
metropolitan services. Meanwhile, the infrastructure
in the countryside remains inadequate. The country
is also confronted with an ethnic conflict that
swallows much of its physical and human resources.
In order to guarantee ethnic harmony and social
stability, the Government is endeavoring to bring
about peace through devolution of power.

This paper briefly discusses the background
of Sri Lanka�s local government system; it describes
the various issues, problems, and constraints that
confront its biggest province � the Colombo
Metropolitan Region (CMR) � in urban
infrastructure management; and outlines some of
the steps undertaken by the Colombo municipal
council to address these issues.
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AN OVERVIEW OF LOCAL GOVERNMENT
STRUCTURE IN SRI LANKA

After Sri Lankan independence in 1948, various
systems of local administration were tried with varying
success. In this context, the 13th Amendment to the
Constitution in 1987 was a revolutionary measure that
devolved much of the power vested with the Central
Government. Consequently, Provincial Councils
emerged as sub-national authorities with power to
undertake devolved functions of the Government as
defined by the Constitution. It was a turning point in
the process of decentralization of authority because
the Provincial Councils enjoy legislative, executive,
and judicial powers within the defined limits.

Local government was devolved to the
Provincial Councils with the constitutional
safeguards provided by the 13th Amendment.
People�s participation in administration is a main
feature in the local government system in Sri Lanka.
In this context, the Pradeshiya Sabha Law is
considered an innovative piece of legislation.
Further strengthening the democratic nature of local
rule, recent legislation included 40 percent youth
representation (18-35 age group) in local elections.

Although the Pradeshiya Sabha Law has
provided more opportunities for participation
through the committee in the areas of finance and
policymaking, housing and community
development, technical services, and environment
and amenities, experience has shown unsatisfactory
implementation.

Today there are eight Provincial Councils
functioning throughout the island. In the provinces,
there are three types of local authorities: 14
Municipal Councils and 37 Urban Councils for urban
areas, and 258 Pradeshiya Sabhas for rural areas.

Box 1 depicts the present administrative
structure at the national, provincial, and local levels,
while  Box  2 shows the administrative links between
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     Box 1: Sri Lankan Administrative Structure

Level Democratic Institution Bureaucratic Institutions

National Executive President Presidential Secretariat
Prime Minister Line Ministers (answerable
Parliament to Parliament)

Provincial Governor (appointed by Five Sector Ministries
the President) (answerable to the Provincial
Chief Ministers of four subject Council)
Ministries
Provincial Council

Local Municipal Councils Divisional Secretariat
Urban Councils (translates national and
Pradeshiya Sabhas (answerable provincial policy into action)
to the rate payers) l Revenue

l Services
l Planning
l Coordination of development
functions

     Box 2: Administrative Links

National Level Ministry of Provincial Councils and Local Government
l National level policy making
l Dissolution of local authorities and holding elections
l Role of coordinating and facilitating local authorities through
l Provincial Councils

Provincial Subject Ministry of the Provincial Council
Councils (Minister, Secretary, Local Government Commissioner)

l Supervision and monitoring
l Administrative and financial support

the local authorities and the government�s
administrative machinery at the provincial and
national levels.

In addition to these administrative bodies, the
Ministry of Housing and Urban Development,
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through the Urban Development Authority, plays a
key role in urban development. Its objective is to
promote integrated planning and implementation
of economic, social, and physical development in
urban areas. According to the Urban Development
Authority Law (1978), the Minister can declare any
area considered suitable for development as an
Urban Development Area. About 95 percent of the
urban areas of the country fall within the jurisdiction
of the Urban Development Authority. Local
authorities therefore need to deal with large numbers
of government organizations at both provincial and
national levels.

The present Government has taken several
important steps to resuscitate the local government
sector. One of these measures is the establishment
of a separate Ministry for Provincial Councils and
Local Government. Another is the appointment of a
Local Government Reform Commission to make
suitable recommendations to reform local
government law. Also significant is the creation of
an organizational structure to keep pace with current
development needs and to promote human resource
development.

THE COLOMBO METROPOLITAN REGION

Sri Lanka is divided administratively into eight
provinces. Of these, the Western Province is the most
developed and densely populated, with an area of
3,658 square km, or 5.5 percent of Sri Lanka�s total
land area. CMR, which essentially constitutes the
Western Province, comprises the Districts of
Colombo, Kalutara, and Gampaha. It is a functional
region large enough to make investment decisions
for planned development.

Colombo, the commercial hub of the island,
is situated on the southwestern coast. During the
last few decades, the city has expanded over a large
area, swallowing a number of suburbs. Colombo City
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Because the
port of
Colombo is fast
emerging as a
hub of regional
shipping and
commerce, the
support
facilities it
requires
dominate urban
development.

dominates the commercial, trade, and financial
interests of the metropolitan region, while Sri
Jayawardenapura Kotte, the new capital, dominates
the administrative functions. The shifting of the
administrative functions to Sri Jayawardenepura Kotte
and the development of industries has brought about
a slight decline in the employment opportunities for
the administrative and industrial sectors.

CMR provides services for the rest of the country
and the provincial centers located within short
distances from Colombo. As the center of economic
and commercial functions, Colombo is unrivaled in
importance as an urban center. Because the port of
Colombo is fast emerging as a hub of regional shipping
and commerce, the support facilities it requires
dominate urban development in CMR.

Several Investment Promotion Zones are
located in CMR, including Katunayake, Biyagama,
and Sithawaka. The infrastructure, support
settlements, planning, and transportation
requirements in the urban development plan must
take into account the current and future needs of
these new industrial centers.

A major constraint for growth of CMR is the
scarcity of available land for regional development.
Land prices have risen exponentially. Another visible
and disturbing characteristic of CMR is the decline of
its infrastructure base. Public infrastructure depreciates
as new infrastructure is not developed and existing
infrastructure is poorly maintained. The situation with
regard to some of the more important municipal
services and related infrastructure is discussed below.

1. Storm Water and Flood Control

CMR receives over 2,500 mm of rainfall annually.
With the increasing density of development and as
more land area is covered with buildings and paved
roads, rainwater percolation is reduced and surface
runoff is increased. This situation means frequent
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incidence of flooding. CMR comprises low-lying
areas with high rainfall, exacerbating the problem.

Urban growth exacerbates the problem as
marshy land is filled and developed in an unplanned
manner. During periods of heavy rainfall, many parts
of the city are flooded. Roads become impassable
and are damaged. In addition to the disruption of
economic activity, public health is endangered
because the runoff is generally contaminated.
Generally, the means of separating storm water from
wastewater is unavailable.

2. Water Supply

The existing greater Colombo water system supplies
a population of 1.6 million within an area of about
730 square km. Present total capacity is estimated
at 600,000 cubic meters per day. The National Water
Supply and Drainage Board (NWS&DB), which
manages the greater Colombo water supply system,
faces constant public demand to improve and expand
the existing water supply. NWS&DB has initiated a
systematic improvement program to meet this need
by obtaining Government grants and donor
assistance from sources such as ADB, the World
Bank, and the Overseas Economic Cooperation
Fund. However, it appears that additional funds will
be needed, since as a result of the planned expansion
projects, the percentage of served population will
only increase from 50 in 1995 to 62 in 2010.

The demand for water in CMR needs special
attention. According to a demand forecast, a water
shortage is expected after 2002. Also, it is estimated
that currently non-revenue water in CMR is more
than 50 percent of total production.

3. Sewerage

In 1992, it was estimated that piped sewers covered
about 19 percent of the population in CMR, while
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on-site facilities covered 59 percent. The remaining
22 percent had either inadequate sewerage facilities
or none at all.

Presently, the Colombo Municipal Council
(CMC) system is the only large conventional sewerage
system in CMR. The main components of the system
are 250 gravity main sewers, 20 force mains, 13
pumping stations, and two sea outfalls. This system
extends throughout 80 percent of the CMC area,
serving a population of about 550,000. Sewage is
collected from a large number of residential,
commercial, and industrial properties. This is an
old system. Its major parts were built between 1906
and 1916. Some rehabilitation and new construction
were undertaken between 1982 and 1987.

From field observations, it has been recorded
that approximately 60 percent of the sewers are either
full or overflowing. The quantity of silt entering the
sewer network is also very large due to the high
inflow of stormwater and unauthorized connections.
Moreover, a massive quantity of rainwater enters the
sewerage system through the overflows and illegal
stormwater connections.

Most of the sewers in the CMC system are
dilapidated and have deposits of debris and sand.
Certain components of the plant and machinery in
the system are out of order or malfunctioning due to
the persistence of technical problems. This situation
is further exacerbated by the nonavailability of
necessary equipment and maintenance
infrastructure. Although sewer capacity is inadequate
for coping with the present flow in some areas,
proposals have been made to expand the existing
system to serve adjacent areas. Consumers are not
directly charged for the pipe sewerage schemes. They
do not bear the operation and maintenance costs
for effective operation of the system.

On-site systems are self-contained and
include various types of pit latrines (dry and water
seal types), cesspits, septic tanks, twin pits soak
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systems, and an aerobic filter. Overloading and high
rainfall cause the on-site systems to malfunction,
either through reduction in seepage or structural
failure. To avoid sanitation or pollution problems,
users desperately seek vacuum trucks or tanker/
trailer service to remove their domestic sewerage.
They also look for wastewater trucks to empty septic
tanks. Others use tanker trailers with pumps using
manual emptying methods. CMC has a fleet of
vacuum trucks to provide service for needy people.

4. Solid Waste Management

The solid waste management practices in the various
local authority areas in the CMR differ greatly. A
regular solid waste collection system exists in the
Dehiwela-Mt. Lavinia, Moratuwa, and Kotte areas.
However, in some of the smaller jurisdictions, solid
waste collection systems are virtually nonexistent.
Solid waste is presently collected at the rate of about
1,100 tons per day. The ratio of waste collected to
waste generated ranges from approximately 93
percent in CMC to as little as 5 percent in some of
the smaller urban areas.

The municipal solid waste generated within
CMR is currently disposed at landfill sites and at a
number of small, uncontrolled open dumping sites.
Out of 59 disposal sites identified, 38 are open sites
and 21 are landfills. Until recently, the majority of
the municipal solid waste was deposited at the 12-
hectare landfill site at Wellampitiya. The operation
of this landfill has been terminated, however, when
it reached its saturation point. Considerable difficulty
has been experienced in identifying and reaching
agreement on the location of a landfill site to satisfy
the disposal needs of CMR.

The industrial wastes generated in Katunayake
and Biyagama Free Trade Zones are currently
disposed at open dumps located within each zone.
The Katunayake site is regularly set afire, presenting
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a serious health and safety risk. Although Katunayake
has two primitive incinerators at the dumpsite, the
earth moving vehicles have insufficient capacity to
handle all the incoming waste and they are
frequently out of operation. Consequently, most of
the waste is simply dumped on the site.

Hospital waste is generally combined with
municipal waste without employing special
precautions or methods for safety. There are no
specially designed areas for hospital waste disposal
at the dumping sites. Very few hospitals in CMR use
incinerators. An incinerator was constructed at the
Sri Jayawardenepura General Hospital, but it is neither
adequately designed nor effectively operated. This
has resulted in incomplete combustion of waste,
which generates a continuous plume of black smoke
from the incinerator stack.

5. Future Directions

The urban sprawl in CMR is not matched with the
provision of adequate infrastructure and social
services. Local authorities are unable to mobilize
resources to respond to infrastructure requirements.
Given the limited pool of financial and human
resources, a serious backlog in the development of
infrastructure exists. The Ministry of Housing and
Urban Development, through Government
financing , assists subsectors like water supply,
sewerage, flood control and drainage, solid waste
management, and public housing. The sectoral
approach to the provision of infrastructure means
that cash collection is planned and implemented
individually with the attendant limitations of a
fragmented approach.

THE COLOMBO MUNICIPAL COUNCIL

CMC is the largest local authority in Sri Lanka and
one of the oldest in Southeast Asia. It caters to the
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needs of approximately 800,000 residents plus a
floating population of approximately 400,000. It has
53 elected members. CMC falls directly under the
Western Provincial Council, set up under the 13th
Amendment to the Constitution. The Provincial
Council has important powers with respect to staffing
and human resources management.

The Mayor (as Chief Executive) and the
Municipal Commissioner (as Chief Administrator)
administer CMC. The Commissioner is responsible
to the Mayor for the performance of the Council
(Figure 1). The Mayor is in turn responsible to the
electorate at large and to the Government for the
overall performance of Council services. Council
members are elected every four years.

1. Administration Mechanism

CMC, the highest policy and decisionmaking body
in the municipality, has produced a list of operating
practices. This includes the Municipal Council�s
ordinance, its regulations and by-laws, and the
various acts and ordinances that govern the
operations of different departments. These generally
involve delegation of powers.

CMC receives reports and recommendations
from the standing and special committees, and the
rules of procedure are contained in the standing
orders. The Chairpersons of these standing
committees form the Inner Cabinet. Notably, five of
the chairpersons represent opposition parties. This
arrangement was introduced to abate wasteful
interparty conflict resulting in reduced quality service
to the citizens.

The Mayor also appoints special Advisory
Committees. Their main role is to advise on long-
term improvement of the Council�s services and to
introduce international developments. The members
are citizens noted for their expertise, experience, and
reputation.
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Figure 1: Colombo Municipal Council Organization Structure
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The heads of 13 CMC departments report to
the Municipal Commissioner concerning their day-
to-day activities. The department plan provides
services within the resource allocations and priorities
laid down by CMC.

2. Financial Arrangements

CMC operates within the framework of the
Government�s financial regulations, but these have
become inadequate. CMC�s annual plan is presented
in the annual budget. The plan covers costs,
corporate strategy, and departmental management
plans. The source of regular income includes receipts
from taxes, charges, rents, sales, and interest. Other
sources include Government reimbursements (mostly
for specific purposes such as salaries, pensions, and
roads) and overseas assistance.

3. People�s Participation

CMC has had extensive experience in working with
the community to improve the environment and
sanitary facilities of the nearly 40 percent of the
population of Colombo who are presently
underserved. A significant feature of these programs
is the formation of Community Development Councils
to enhance community participation and safeguard
the amenities provided. Today over 600 councils
operate in the city.

4. Programs and Problems

With the election of the new council in April 1997,
short-term and long-term programs were initiated. The
short-term (100-day) programs were designed to make
an impact on the community with emphasis on
providing better amenities to low-income people. The
programs also included renovation of public buildings.
They were designed to involve the private sector in
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some CMC activities and to create public awareness
to encourage people to join hands with the Council
in providing effective service.

During this period, the private sector and
NGOs were involved in maintaining many facilities
in the city. These included 90 percent of the 26
dispensaries, nearly 100 percent of the 70
roundabouts, large areas of trunk roads, street name
boards, billboards, community centers, playgrounds,
and a home for the elderly. Another relevant
milestone was the support to CMC from the
international community through their embassies
and from international NGOs in making Colombo
a cleaner, healthier city.

The long-term program is faced with several
major issues.

� Solid waste disposal and management
� Provision of better housing and amenities to the

underserved population
� Improvement of rainwater disposal facilities
� Development of the infrastructure, particularly

transport, drainage, and water systems

Finding solutions to these problems is no easy
task. CMC does not have sufficient financial
resources and is highly dependent on donor
agencies. The Japanese Government donated a large
number of solid waste collection vehicles and
equipment. The World Bank is presently involved
in a program to assist the greater Colombo area in
solid waste disposal. The World Bank is also
associated with the clean settlement program, which
provides better housing facilities to the poor.
Negotiations with other donor agencies are ongoing
regarding assistance in rainwater disposal facilities
and development of infrastructure.

CMC has been responsible for providing water
facilities to citizens for over 100 years. Recently,
under an aid program this responsibility has been
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handed over to a separate agency called the Water
and Drainage Board. However, Colombo citizens
still look to the Council to solve their day to day
needs. This has put CMC and its elected members
in an embarrassing position because they are
compelled to find solutions to these problems. A
better solution must be found.

CONCLUSION

Urbanization is inevitable and irreversible. The
challenge is to devise strategies for more efficient
and effective management. Enabling approaches for
environmental management, urban land
management, urban poverty alleviation, and shelter
development can provide the basic physical and
social services in a cost-effective and sustainable
manner. It is only through a meaningful partnership
between Government and citizens that urban areas
can become more responsive to the needs and rights
of all inhabitants. These efforts need political will
and new forms of demarcation and participatory
governance.
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XI. ISSUES AND PROBLEMS
CONFRONTING MANAGERS IN
DHAKA CITY

Md. Shahidullah Miah
Secretary, Dhaka City Corporation, Bangladesh

Dhaka, the capital of Bangladesh, has a
profound history and a rich culture. The
features of the city are characterized by

Mughal and Muslim architecture. The District
Municipal Improvement Act of 1 August 1864
formally established the Dhaka Municipal
Committee. The Act provided that the Chairman,
Vice-Chairman, and two thirds of the Commissioners
be chosen through popular election. After its
establishment, Dhaka Municipality was entrusted
with all the public works of civic amenities, including
water supply, lighting , conservation, public
instruction, as well as construction of roads,
drainage, markets, parks, playgrounds, community
centers, bus terminals, and burial grounds.

The municipal area and its population have
increased remarkably. Town areas increased from
6.15 square km in 1906 to 35.5 square km in 1961,
when the population stood at about 580,000. The
municipality was awarded the status of a corporation
in 1978. Two adjacent municipalities, Mirpur and
Gulshan, were merged in 1982. The corporation
was statuted in 1983 with the introduction of Dhaka
Municipal Corporation Ordinance. Finally, it was
renamed the Dhaka City Corporation (DCC) in 1990.

By 1997, DCC�s area of responsibility had
expanded to 160 square km with a population of
about 6 million. DCC�s area is divided into
10 administrative zones. Each zone is represented



118

Municipal Management Issues in South Asia

by a ward commissioner, whose job it is to ensure
people�s participation in development activities.

With the rapid and haphazard growth of
Dhaka City, DCC is faced with a great deal of
pressure. This paper presents some of the basic issues
and problems besetting the city.

POPULATION GROWTH

Dhaka has experienced rapid population growth since
independence in 1971. The recorded population
growth from 1951 to 1997 is shown in Table 1. The
high growth rate between 1961 and 1974 was partly
the result of the sudden influx of population to the
city following Bangladesh�s independence in 1971.
The high growth rate between 1974 and 1990 may
be attributed to the inclusion of new areas in the city
and urban migration.

Table 1: Dhaka Population Growth, 1951-97

Year Population Growth rate
(million) (%)

1951 0.36 1.3
1961 0.56 5.2
1974 1.77 9.3
1980 3.45 9.9
1990 7.35 7.1
1997 9.30 6.0

       Source: Bangladesh Institute of Planner�s Journal, 1994.

In addressing this problem, the present
Government is implementing the Secondary Town
Infrastructure Development Program, financed by the
Asian Development Bank and the World Bank
through the Local Government Engineering
Department. This program develops rural
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infrastructure facilities to stop the people living in
small towns from migrating to the cities in search
for better services and facilities. The Department is
also implementing an Intensive Rural Development
Program, which provides job opportunities in small
towns through the help of both national and foreign
donors.

POVERTY

Dhaka is overwhelmed by its massive population
of poor people � at least 5 of the city�s 9.3 million
people live below the poverty line. It is perhaps the
poorest megacity in the world, with a per capita
annual income of only $500 in 1997. However, this
is much improved compared to 1980/81 when the
figure was only $100, an indication that economic
conditions of most people in Dhaka have improved
during recent years.

In the Dhaka metropolitan area, about
50 percent of the population aged 10 years and over
are engaged in gainful employment. Of these,
3.3 percent are in agriculture, 4.2 percent in industry,
and 5.3 percent in transport and utilities. Others
are in service (1.7 percent), business or trade
(10.4 percent), and various administrative services
and informal activities (23.8 percent). Of the rest,
27.5 percent, mostly women, are engaged in
household work. Another 22.1 percent are
unemployed.

TRANSPORT SYSTEM

Development of Dhaka�s transport infrastructure has
not been able to keep pace with the demands of its
growing population and area. Only 1,100 buses, the
city�s only mode of mass transit, ply the city�s roads.
Consequently, about 60 percent of the citizens travel
by foot. It is estimated that about 4,000 buses are
needed to meet the traffic demand.

Issues and Problems Confronting Managers in Dhaka City
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Dhaka�s transportation system is served by a
road network consisting of 200 km of primary roads,
110 km of secondary roads, 152 km of collector
roads, and 2,540 km of narrow roads. Aside from a
few primary roads, almost all roads consist of a single
lane. These narrow roads are a major headache for
traffic management. Due to lack of planning and
enforcement of the Building Control Act, the roads
cause serious traffic congestion and cannot
accommodate both motorized and non-motorized
traffic. According to a Dhaka Urban Transport Project
study in 1996, about 60 percent of all passenger trips
are pedestrian, 20 percent by rickshaw, and 19
percent by bus. This heavy reliance on non-
motorized transport is the root of the problem.

The United Nations Development Programme
supported the Greater Dhaka Integrated Transport
Study  in 1994. Based on the recommendations of
this study, the Dhaka Urban Transport Project was
initiated in 1995 and will be completed in 1998. This
study is a coordinating effort of all government and
nongovernment agencies involved in city �s
transportation system. Supported by World Bank
financing, it is expected to construct 20 intersections,
three flyovers (Sonargao, Jatrabari, and Mahakhali),
and several bypass and link roads.

DCC has undertaken and completed two pilot
projects with the help of the Government of
Bangladesh. Under the First Crash Program, five
steel footbridges were constructed in different
congested places of Dhaka. Under the Second Crash
Program, eight steel footbridges and three
underpasses were constructed. The proposed Third
Crash Program, to be implemented in 1998,
includes one truck terminal and 22 steel footbridges.
To ensure safety of pedestrians, footpaths will be
improved and grills installed on road medians in
key areas of the city.

On 12 January 1997, air-conditioned Premium
Bus Services began operating on the Uttara-Motijheel
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route with 50 buses. Another 50 buses are plying
the Mirpur-Panthapath-Nagar Bhaban route. These
services will ultimately restrict the number of cars
and mini-taxis and help promote private sector
involvement in transportation management.

Almost 80,000 licensed rickshaws presently
ply the streets of Dhaka. Various sources estimate
that an additional 2 million unlicensed rickshaws
exist. In 1996, DCC issued new laminated licenses
to all licensed rickshaw owners. This will make it
easier for law enforcement agencies to detect
unlicensed rickshaws. Additionally, the Government
decided to restrict 150-200 km of primary roads to
motorized transport.

HOUSING, SLUMS, AND SQUATTERS

Dhaka is experiencing continuous deterioration of
its services. At present about 50,000 additional
housing units are required annually. Because housing
cannot keep pace with the population increase, the
problems of shortage of accommodation and growth
of squatter and slum settlements are acute. Dhaka�s
land ownership pattern is highly skewed. About 80
percent of residential land is occupied by 30 percent
of the population, whereas the poorer 70 percent
have access to only 20 percent of the land.

According to a 1997 ADB study, 30 percent
of Dhaka�s population lives in over 3,000 slum areas.
These slums are located in and around the city, near
roadsides, on government and private land, along
railway lines, and in urban fringe areas. Average floor
space per person is about 1.2-1.5 square meters. In
addition, more than 20 percent of city dwellers have
no permanent shelter. Slum and squatter settlements
mostly consist of densely constructed huts, often
containing multiple families. Only 5 percent of
Dhaka�s urban poor live in permanent housing. These
people have minimal access to basic services and
many of those services are obtained through

Issues and Problems Confronting Managers in Dhaka City
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informal channels, resulting in high unit cost and
environmental degradation.

HEALTH CARE SERVICES

The majority of the population of Dhaka suffers from
poor health facilities due to population growth. A 1991
study showed a countrywide infant mortality rate of
90 deaths per 1000 live births. The corresponding
rate for the urban slums of Dhaka was 142, or
58 percent higher. The higher mortality rates among
slum dwellers are caused by the poor performance
of public health programs. At present, one general
hospital, one child hospital, one maternity center, 21
charitable dispensaries, and 69 immunization centers
within DCC provide health care services. Obviously,
these are inadequate to serve the actual demands of
the city dwellers.

In response to the pressing need of primary
health care of the urban poor, the Government of
Bangladesh and the Bank have agreed to implement
the Urban Primary Health Care Project at a cost of
$63 million. About 90 two-storied community
hospitals will be constructed within five years of the
project�s life. The project aims to:

� ensure that poor people in four large cities
(Chittagong, Dhaka, Khulna, and Rajshahi), have
easy access to a package of basic health services
such as immunization, family planning, maternal
care, micronutrient supplementation, health
education, and basic curative services;

� test innovative approaches to the organization
of primary health care such as contracting out
services to NGOs and the private sector; and

� strengthen the capacity of DCC�s Health
Department to effectively coordinate the
population, health, and nutrition activities
undertaken by NGOs, the Ministry of Health and
Family Welfare, and the corporations themselves.
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SOLID WASTE MANAGEMENT

Significant improvements in solid waste
management in Dhaka haven taken place. The
bullock carts previously used for collection and
transportation of solid wastes were abolished in
1982 and replaced by open trucks. In 1989, the
night collection system was introduced in the old
city. And recently, DCC has introduced dumper
technology using demountable containers to
modernize the transportation of solid wastes.
However, DCC�s collection capability is sti l l
insufficient to meet the requirements of the rapidly
growing population.

DCC has acquired about 100 hectares at
Matuail (outside the city area) to be used for sanitary
land filling. This will be the first time this technique
is used in Bangladesh. DCC is also negotiating with
other donor agencies for assistance to procure
garbage trucks and mechanical equipment for
effective solid waste management.

DCC�s pilot project on biogas generation from
garbage in slum areas is progressing well. The project
is expected to encourage recycling of solid waste.
DCC is also negotiating with a foreign consultant to
introduce a �Waste to Electricity � project using
available solid waste.

MOSQUITO CONTROL

Dhaka has a serious problem with mosquitoes, the
severity of which varies according to season. The
mosquito season in Dhaka lasts from October to
April, with the highest number of mosquitoes during
January and February.

The physical conditions of Dhaka are ideal
for mosquito breeding. Within the city are vast areas
of lowlands characterized by stagnant and polluted
water. There are also innumerable ditches, derelict
ponds, and unused housing plots scattered all over

Issues and Problems Confronting Managers in Dhaka City
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the city. Stagnant drains in the city are also a major
source of mosquito breeding.

Mosquito control in Dhaka is a tremendous
logistic, technical, and management challenge. DCC
has limited resources and inadequate equipment for
tackling this immense problem.

WATER SUPPLY AND SEWERAGE

A formal water supply system employing water
treatment and a piped distribution system came into
operation in 1978. Dhaka Water and Sewerage
Authority (DWASA) is responsible for supplying water
to meet the needs of the urban areas. In 1990, the
water supply and sewerage system of the Narayanganj
urban area was added to DWASA�s jurisdiction. The
service area consists of 344 square km. The city has
an extensive piped water distribution network.

At present, DWASA can only supply about 660
million liters of water daily against a daily demand
of 1,260 liters. The city�s major water source comes
from deep tubewells scattered around the city. At
present, 52 of tubewells are located around the urban
areas, and 8-10 more are drilled each year. DWASA�s
new water treatment plant at Saidabad will help solve
the water demand problem during 1999.

DWASA took control of the sewerage system
from Dhaka Municipality in 1964. The facilities were
six sewerage lifts stations, 69 km of pipelines, several
sewerage treatment plants, and 3,445 sewer service
connections. The installation of piped sewers to new
areas is progressing slowly. The number of sewerage
connections has increased in recent years. A DWASA
analysis shows that sewer connection has been
increased by 90 percent since 1984.

STREET LIGHTING

At present, there are about 60,000 fluorescent tubes
in DCC areas. To cope with the growing demand,
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DCC replaced fluorescent tubes with sodium lights,
which are more convenient and acceptable to
people. Nevertheless, the existing street light facilities
in Dhaka City are inadequate for the growing
demand of city dwellers.

ENVIRONMENTAL POLLUTION

Dhaka, particularly its oldest neighborhoods, is
polluted by black smoke caused by improper vehicle
maintenance and the operation of outdated vehicles.
Chemically, the smoke is a combination of carbon
monoxide, sulfur, and lead � all of which are
hazardous to health.

Other sources of environmental pollution are
the haphazard growth of industry adjacent to
residential zones, the growing numbers of slums and
squatters, a poor drainage system, and the lack of
awareness of city dwellers.

PLANNING AND COORDINATION

The first master plan for Dhaka City, prepared in
1959, is now outdated. In 1996, the Dhaka
Metropolitan Development Plan was prepared with
financial help from UNDP. In 1997, the Government
approved the plan, which covers an area of about
1500 square km. The new master plan has three
major components: a structure plan, an urban area
plan, and a detailed area plan. The structure plan
provides a long-term strategy to 2015 for the
metropolitan area, identifying the scale of growth
and recommending spatial and sectoral policies over
the long run. The urban area plan provides a
medium-term strategy to 2005 for the development
of the existing urban area and the area likely to
become urban over the next five years.

DCC has established its own town planning
department. Multidisciplinary professionals such as
town planners, architects, economists, sociologists,

Issues and Problems Confronting Managers in Dhaka City
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geographers, computer programmers, and research
officers were recruited. The department will also
computerize the Taxation, Revenue and Accounts
Departments to increase revenue collection.

The present structure of metropolitan
governance of Dhaka, which includes 51 agencies,
is inefficient because of lack of coordination. These
agencies themselves generate many sociophysical
problems due to uncontrolled development. It is
essential to either reorganize the existing structure
or create a new one capable of implementing the
new plan.

The Government has established a
Coordination Committee headed by the Minister of
Local Government and the Mayor of Dhaka City.
This committee is responsible for coordinating
different line departments/agencies. It is now
functioning well with regard to traffic congestion,
water supply, drainage, health, and other problems.
This is the first step in establishing the proposed
metropolitan government in the city.
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XII. MANAGING A MEGACITY:
SOME LESSONS FROM CALCUTTA

Asim Barman
Municipal Commissioner, Calcutta, India

Calcutta is the primary urban center in
eastern India and the main seat of trade,
commerce, higher education, health

facilities, and employment. Consequently, it has had
to absorb massive local immigration, resulting in
stress on infrastructure services. The problem was
aggravated by the influx of large numbers of
displaced persons from Bangladesh in 1971.

Greater Calcutta is the second largest urban
agglomeration in India with three municipal
corporations, 38 municipalities, a host of urban and
rural units, and over 12 million people. It is the world�s
10th largest metropolis. Calcutta City proper has an
area of 187.33 square km. The city was established
more than 300 years ago and its infrastructure is
suitable for only 2 million people, but it now has 4.38
million residents, and a floating daily population of 2
million. More than one third of the current population
lives in squalid conditions in slums and squatter
settlements. Hazardous small industries exist side by
side within settlements because insufficient land is
available for relocation in the peripheral areas.

Thus, overcrowding, poor drainage, inadequate
solid waste management, uncontrolled development,
encroachment, economic and industrial recession,
water and air pollution, insufficient water supply, and
inadequate housing are some of the problems
confronting the city.

The basic issues that confronted development
authority, municipal corporations, and the state
government were not only these enormous problems
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but multidimensional problems as well. These
included untimely and inadequate cash flow,
nonavailability of serviced land, lack of renovation
and maintenance of century-old water supply and
sewerage systems, low or no pricing of services, an
inadequate database, and insufficient enforcement
of regulatory measures.

The government was faced with the problem
of managing service delivery, motivating and
managing a very large work force, and providing
minimum basic services to the slum dwellers with
no paying capacity. At the same time, local self-
government units were fragmented. Very often they
held different political ideologies and were not
financially, managerially, or institutionally capable
of providing service to the people. In addition, large
numbers of development authorities, political
organizations, and pressure groups with overlapping
jurisdictions and conflicting goals and interests
existed at both the city and state levels.

With continued deterioration of civic facilities,
Calcutta was declared a dying city and derided
internationally as a terminal case of urban
degeneration. The outlook appeared gloomy indeed.

REFORMING THE CITY

When all appeared to be lost, the citizens and the
state government decided to fight back. Political
institutions offered active support. Action plans were
drawn up. Political will to win over the situation
was announced and publicized. It was agreed that
the Calcutta Corporation administration should
spearhead the war to save the city. Objectives and
priorities were clearly defined.

STRUCTURAL REFORMS

According to the Town and Country Planning Act,
the Calcutta Metropolitan Development Authority
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is the designated planning authority and remains
responsible for major developmental work. Calcutta
Municipal Corporation (CMC) and other local
bodies have the municipal cabinet system of city
government. The Mayor-in-Council remains
collectively responsible to the Corporation and
exercises all executive powers. CMC has 141 wards,
each administered by a popularly elected councilor.
Contiguous wards are grouped into 15 boroughs,
which discharge specific functions of civil services
under the general supervision of the Mayor-in-
Council. A Commissioner acts as the principal
executive officer while the Mayor acts as a chief
executive officer.

Several steps have been taken to bring about
structural and financial reforms. These include
establishing the Central Valuation Board and the
Institute of Local Government and Urban Studies,
amending municipal acts, enacting the Town and
Country Planning Act, and constituting the
Municipal Finance Commissions.

IMPROVED LAND USE PLANNING

The land use pattern in the Calcutta metropolis has
been greatly influenced by topographical
characteristics. The development pattern indicates
a compact central core, a less compact surrounding
area, and settlements gradually merging with rural
areas. Within a short distance from River Hooghly
(scarcely more than 3 km at any place) the level falls
quickly and poses great difficulty for large-scale
urban development. These areas are perennial
marshlands and susceptible to annual inundation.
The enactment of the Thika Tenancy Act has vested
the ownership of all land occupied by slum dwellers
with the state government. No legislative constraint
can stand in the way of any development work in
the slums. The land use plan suggests that lands be
apportioned predominantly for residential areas

Managing a Megacity: Some Lessons from Calcutta
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(45 percent), with another 33 percent for wetlands,
agriculture, and other uses. The remaining areas are
for industry, commerce, and transport (20 percent),
and open spaces (2 percent).

During the last decade, the planning and
implementation of land use regulation have been
decentralized. A constitutional amendment (the 74th)
accelerated the process of organizing, planning, and
monitoring committees at the metropolitan and ward
levels, increased transparency in the programs and
projects, and promoted community support. It
ensured proper prioritization, adoption of
appropriate technology, and made implementation
and maintenance smoother.

The Corporation prepared a suitable database
through remote sensing and GIS, land use control,
and regulatory plans. These included regulation of
the development process, preservation of natural
lakes and wetlands, and freezing of development
activities to maintain proper balance.

COMPUTERIZATION

A massive computerization program was introduced
to obtain a better information management system.
Although the employees initially resisted the program
because of the fear of retrenchment, continuous
dialogue and interaction between management and
employees did much to allay their anxieties. The key
areas in which computerization led to increased
efficiency for the administration are listed in Table 1.

RESOURCE MOBILIZATION

Aside from the financial grants provided by federal
governments to CMC, the Corporation itself initiated
a number of steps to enhance resource mobilization.
It introduced a revised grant structure that resulted
in better discipline and better revenue income
through the spirit of competition. Steps have been



131

Urban Governance in Sri Lanka and the Colombo RegionManaging a Megacity: Some Lessons from Calcutta

Table 1: Key Areas for Computerization

Sector   Computer Application

Accounts Integrated finance and accounts
Revenue Revenue mobilization
Personnel Better management of human resources
Municipal services Conservation (solid waste management),

water supply, birth/death certificate issuance
Land utilization & control Smart�s map (basic survey) digitization

taken to pursue surplus-generating commercial
propositions. Another initiative was to lease out parks
and road intersections to businesses for advertising.
The Valuation Board revalued property to improve
tax collection. Bold steps were taken for imposing
rational water rates and user charges for expressways,
and there is serious thinking about collection of a
sewer cess, particularly from industries.

INFRASTRUCTURE DEVELOPMENT

The Corporation recognized that for industrial
development to keep pace with economic growth,
many factors would have to be taken into
consideration. These factors included improved water
and sanitation services, better traffic circulation,
accommodation for workers, better power generation,
development of skilled human resources, and above
all a congenial policy environment. A judicious mix
of surplus-generating and self-sustaining services
schemes was selected to strengthen the existing
infrastructure, services, and facilities to effectively
support the existing population and activities in the
urban center. Additional infrastructure and facilities
were also provided for future growth, and to disperse
activities from the metro core, thus reducing people�s
dependence on the inner city.
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About 34 percent of Calcutta�s metropolitan
population live below the poverty line. Poor people
are increasingly concentrated in city centers where
they have little choice but to overexploit the already
fragile conditions, depleting the resource base still
further.

Calcutta slums have a peculiar three-tier tenure
system that includes the landlord, the leaseholder
(a middleman), and tenants. In view of the legal
complications and huge costs involved, slum
relocation has not been attempted on a large scale.
Instead, the Calcutta planning model has focused
on environmental improvement with on-site and off-
site sanitation to bring about a change in the quality
of life. The idea was to provide adequate and safe
drinking water, drainage and sanitation, appropriate
lighting, and paved roads. In addition, dry latrines
were to be replaced by septic tanks or connected to
sewers.

A number of steps have also been taken to
prevent pollution of water sources, such as diversion
of sludge from water sources, proper treatment and
better waste management, and planning for
conservation of urban water bodies. Major industries
from within city centers have been relocated and a
statutory provision for regular emission tests for
public and private transport has become policy.

Providing preventive and curative health
services and nutritional support to expectant and
lactating mothers, establishing primary schools and
community centers and providing loans through
nationalized banks to small-scale entrepreneurs also
reinforced the program. All these initiatives have
resulted in an appreciable reduction in child
mortality and morbidity rates. Above all, a sense of
belonging has been nurtured among slum people.

In Calcutta, coexistence of both fast- and slow-
moving vehicles within limited road space aggravates
traffic congestion. It is difficult to do away with slow-
moving vehicles like rickshaws, vans, and carts. They
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are effective for short distance movement in the
narrow winding lanes of the old city, and they also
provide important means of employment. Better
traffic management and enforcement of traffic rules
have done much to alleviate the problem. Other
important factors are the newly constructed metro
railway, circular railway, flyovers, bridges, and
expressways. The end result is that the traffic problem
is far less critical than just few years ago.

The removal of hawkers from 21 major
corridors was another important reason behind the
smoother flow of traffic. This was possible due to
support from the media and citizens as well as the
state government. Although the judiciary
pronounced the authorities under no legal obligation
to rehabilitate persons illegally occupying public
areas, the government decided to relocate as many
evicted hawkers as possible in market complexes
now under construction on a cost-recovery basis. In
return, hawker unions are actively cooperating with
the government. This exemplary operation shows
that, given the political will and support of the
people, much can be achieved.

PRIVATE SECTOR AND NGO
PARTICIPATION

A number of public-private participation programs
have started, particularly on solid waste
management and the restoration of heritage sites,
parks, cremation grounds, and markets. Private
entrepreneurs have been leased lands for producing
compost and power from garbage against royalties.
Private transport has been employed along with the
corporation fleets to minimize pressure on garages
and workshops as well as to encourage a sense of
competition among Corporation employees.
Businesses and chambers of commerce have been
involved in maintaining and renovating heritage
buildings, crematories, parks, and traffic signals.

Managing a Megacity: Some Lessons from Calcutta

A number of
public-private
participation
programs have
started on solid
waste
management
and the
restoration of
heritage sites,
parks,
cremation
grounds, and
markets.



134

Municipal Management Issues in South Asia

With joint ventures, markets are now being
redeveloped. Parks and green areas have been
constructed in places that previously were nothing
but hillocks of dumped garbage.

Substantial support has been mobilized from
NGOs in the urban areas. One of the very sensitive
areas in which NGO support has been particularly
successful is the vexing issue of stray dogs. Killing
of stray dogs by municipal authorities invariably
generates an emotional outcry by animal lovers and
by the public at large. NGOs were authorized to
issue licenses for pet dogs and to undertake
sterilization of street dogs. Over time, the population
of stray dogs was reduced and incidence of canine
attack dropped significantly. NGOs have also been
supportive of solid waste management operations
and in the removal of unsightly billboards and
banners.

EXTERNAL SUPPORT FROM DONORS

During the last two decades, a number of
development programs in various fields have been
implemented with World Bank assistance. Most of
those programs ended by 1992. Presently, with World
Bank support, the Indian Population Programme VIII
is being implemented among 3.5 million
economically and socially deprived groups for better
mother and child health care, population control,
and social awareness. With assistance from the UK�s
Department for International Development, selected
slums of Calcutta and its suburbs are being improved.
The improvement program places special emphasis
on community participation, non-formal primary
education, and health education. Interaction with
ADB for renovating Calcutta�s antiquated sewerage
and drainage systems is ongoing. Japan�s Overseas
Economic Cooperation Fund is also being tapped
for large-scale water treatment plants for replacing
ground water as source for drinking water.
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MORE CHALLENGES AHEAD

In the years ahead, Calcutta�s population will
increase, as will its industries and wastes. But with
the current trend toward balanced growth with
ecofriendly and low waste-producing programs, the
city will continue to stave off the seemingly inevitable
doomsday.

Managing a Megacity: Some Lessons from Calcutta
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Urban India reflects the developing world�s
urbanization processes in that it is a mix of
economic reform, liberalization, and

globalization. It is also characterized by the problems
of growing population, high density, shortage of civic
amenities, traffic congestion, environmental
degradation, and slums.

The urban population of India is presently
about 262 million, 27.3 percent of the estimated total
of 962 million. It is likely to increase to 549 million,
a percentage of 41 percent, by 2021. Urban India�s
contribution to gross domestic product  rose from
29 percent in 1950/51 to 47 percent in 1980/81,
and is expected to be over 60 percent by 2001. The
spread of 3,697 urban agglomerations, according
to the 1991 census, is shown in Table 1.

XIII. FINANCIAL INNOVATIONS
AND MUNICIPAL MANAGEMENT
IN AHMEDABAD

B. K. Sinha
Municipal Commissioner, Ahmedabad, India

Table 1: Population Spread

Size Number % of total

> 1 million 23 32.5
100,000-1 million 277 32.4
50,000-100,000 345 10.9

< 50,000 3,052 24.2
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Historically, in Gujarat the state government
has been the source of legislation and control over
all municipal activities. Built-in provisions empower
the state to watch, guide, direct, and control
activities. With the enactment of the 74th
Amendment to the Constitution of India, the state
government is in the process of changing its role
from that of a centralized controller to a facilitator
leading the way to formation of effective institutions
of local self-government. This amendment also lays
down a financial framework of effective devolution
of resources from the state to urban local bodies
(ULBs) and a background for participatory planning.

Municipal authorities are required to provide
a range of infrastructure services. These are typically
addressed as obligatory and discretionary functions.
Although funding may not be sufficient at present,
it is imperative for municipal administration to
anticipate the need of infrastructure and service
provision. Because of the constraints of a legal
framework with weak institutional capacity and lack
of proper fiscal management systems, the provision
of infrastructure services has not kept pace with
urbanization and economic growth. Exacerbating
the problem, the lack of ULB credibility in the
market makes it almost impossible to generate
capital either from constituents or from other
financial sources.

Traditional ways of financing capital costs and
recovering current costs are not adequate to meet
infrastructure needs. To keep pace with economic
growth and upgrade or augment infrastructure, it is
necessary for ULBs to enhance not only their
revenues but their institutional capacities. In order
to enhance revenue, the possibilities of enlarging
and diversifying the resource base must be explored.

Because the government is faced with a
growing disenchantment with public monopoly and
fiscal constraints, a case exists for commercialization,
including mobilizing a larger volume of funds and
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non-guaranteed finance from the market. This in turn
requires providing an attractive investment climate
within the ULBs through lower costs and better
quality of infrastructure services.

Ahmedabad, with a population of 3.3 million,
is the largest city in Gujarat and the seventh largest
in India. It has an area of about 190 square km, more
than some larger cities such as Calcutta. The
Ahmedabad Municipal Corporation (AMC) is
responsible for water supply, sewerage and drainage,
roads, street lighting, primary education, medical
services, solid waste management and conservation,
fire services, public transport, and parks and gardens.

REVENUE COLLECTION

Like most other local bodies, until recently AMC was
in dire financial straits. In the absence of an elected
body, the Administrator took certain measures to
improve Corporation finances. Very serious and
concerted efforts were made to plug leakage and
evasion of octroi duty. Recovery of property tax was
also stepped up through enforcement measures, which
changed the financial health of the Corporation
dramatically. The steps taken to improve revenue
collection included the following measures.

For octroi:

� Development of a market research cell in the
Octroi Department for preparation of valuation
books on the basis of prevailing market rate to
stop underinvoicing by importers.

� Creation and updating of valuation with the help
of chartered accountants and cost accountants.

� With the help of the Police Department, many
antisocial elements permitting octroi evasion were
arrested, thereby boosting the morale of
Corporation employees and officials.

� Introduction of a system of random checking of

Financial Innovations and Municipal Management in Ahmedabad
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trucks to ensure that bogus or underinvoiced bills
were not produced.

� Introduction of additional round-the-clock
vigilance squads to intercept vehicles entering
the city.

� Induction of cost accountants and chartered
accountants into the Corporation for correct
calculation of goods entering in the city from
major octroi posts.

� All octroi checkposts were equipped with wireless
systems for rapid communication.

For property tax and other charges:

� A series of cohesive measures were taken against
tax defaulters.

� The Supreme Court settled litigation in favor of
AMC.

� Water supply and drainage services of defaulting
properties were disconnected.

� Warrants were issued for confiscation of movable
properties and attachment of immovable
properties.

� Properties were put on auction for tax recovery.

Only one week of effort in this direction
changed the scenario and octroi income began
flowing in. Sustained efforts resulted in steady income
from the octroi duty. The recovery of property tax
also increased substantially. As a result, between
November 1994 and March 1995, AMC wiped out
its accumulated cash loss of over Rs350 million and
a bank overdraft of over Rs220 million and became
financially sound.

FINANCIAL MANAGEMENT

Despite the surplus generated, AMC appreciated that
Corporation�s income alone would not be sufficient
to finance the infrastructure development of the city.
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It realized that a large volume of funds from private
sources could be mobilized for infrastructure projects
by structuring them to meet the requirement of the
private investors. Further, private financing could be
accompanied by private management, which could
probably deliver better service performance in terms
of speed and innovation. It also realized that access
to domestic and international capital markets is the
crucial missing link for infrastructure financing.

In short, traditional ways of financing would
have to be supplemented through development of
public-private partnerships, enhancing user charges
and property taxes, creating other internal sources
of revenue, and enabling access of local governments
to financial institutions and markets. The
participation from non-AMC sources in financial
management was also sought.

Participatory financial management had to be
linked to areas of infrastructure provision and
development such as roads, bridges, water supply,
waste water treatment plants, urban transport, solid
waste management, and slum upgrading. A new
methodology in the form of joint ventures, build-
own-operate and build-own-operate-transfer
concepts, and privatization needed to be adopted.

CORPORATE PLANNING

With the improvement in the financial status of AMC,
improvement of the city infrastructure became a
reality. AMC prepared a comprehensive Corporate
Plan to rapidly upgrade the level and coverage of
services in the city. Simultaneously, a strategy to
finance this infrastructure plan was developed.
Realizing the need for additional resources, AMC
examined the possibility of accessing the capital
market.

To establish credibility in the market and with
the financial institutions, AMC appointed a leading
credit rating agency to assess the inherent strength

Financial Innovations and Municipal Management in Ahmedabad
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of the institution and its financial position. AMC
obtained an �A+� credit rating in 1995/96, which
subsequently improved to an �AA�. This rating
signifies reliability for timely payment of interest and
principal for raising resources from the capital
market.

In preparation for the future infrastructure
requirements of the city, major projects are being
developed such as water supply, installation of
distribution lines, construction of underground tanks,
and laying of sewers. The Sabarmati River is being
cleaned up under the National River Conservation
Project with the help of Government of India.
Construction and improvement of roads, bridges, and
flyovers, as well as the modernization of solid waste
management practices, are also under way. A major
slum networking project is being implemented for
improving the quality of life of urban poor with the
participation of the community, industry, and NGOs.

ORGANIZATIONAL CHANGES

Since 1994, not only has AMC achieved a substantive
financial turnaround, but it has also embarked on
systematic professionalization of both its human
resources and the entire development process. It took
stern measures to discipline the recalcitrant unions,
increase productivity, and build corporate
perspectives. It reviewed personnel policies and
adopted a new merit-based system of recruitment.
The qualifications required for recruitment at almost
all stages/levels of municipal bureaucracy have been
changed to suit the present needs of the Corporation.
Further provisions have been made for induction of
direct recruits at almost all levels, with the ratio of
direct recruits to that of promotion ranging from
40:60 to 60:40. For the first time a professional
managerial cadre has been created by inducting
MBAs and chartered accountants at middle levels
(designated as Assistant Managers to the AMC). Staff

The
Corporation

reviewed
personnel

policies and
adopted a new

merit-based
system of

recruitment.



143

Urban Governance in Sri Lanka and the Colombo Region

at this level are being groomed to assume senior
positions.

The organizational structure of the Corporation
has undergone a series of decentralization processes.
Five zones have been created, and to add strength
to zones, ward-level responsibilities have been
chalked out. Ward officers have been designated and
assigned the twofold duties of supervising the day-
to-day administration of their wards and taking
charge of the redress of public grievances.

AMC has considered creating a special project
cell to monitor and supervise the timely completion
and quality control of various capital projects. The
plan calls for appointing program managers to plan,
design, monitor, supervise, execute, and commission
its various projects with the help of experienced
consultancy agencies. This would help not only in
building in-house capacities within the Corporation,
but also ensure the prevention of cost overruns by
good management.

FORGING URBAN PARTNERSHIPS

AMC is forging partnerships with private sector
companies, institutions, and NGOs in strategic areas
of urban development. Instead of remaining the sole
provider, AMC took the option of becoming a key
player and facilitator in improving the quality of life
in the city through these partnerships. To create an
environment for making this possible, AMC increased
its financial and management credibility by diligently
enforcing the rule of law, and by rejuvenating the
revenue recovery systems. Induction of more
professionals from various disciplines has
strengthened the administration. These measures
enabled the AMC to develop effective linkages with
its partners. Some of the notable projects undertaken
through this strategy are listed below.

Financial Innovations and Municipal Management in Ahmedabad
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1. Streets

AMC has initiated public-private partnerships aimed
at improving the streets of Ahmedabad to make them
efficient and safe. Under this project, streets are
designed and constructed to ensure smooth flow of
traffic while ensuring pedestrian safety, reducing
pollution, and beautifying the city landscape. C.G.
Road, the prime business and commercial artery of
Ahmedabad, has been redeveloped as a pilot project.
This has been taken up by AMC in partnership with
Arvind Mills Limited, which contributed Rs35
million. The company will recover this contribution
from advertising and parking revenues. Following
recovery of capital investment, revenues will flow
to AMC. A committee composed of representatives
of the Corporation and private agencies coordinates
the project, which was designed and managed by
private firms. Similar partnership projects are now
being proposed on Drive-in Road, Satellite Road,
and other major roads.

2. Urban Forestry

Through this project, AMC seeks to undertake urban
forestry in its vacant plots in partnership with
community-based organizations (CBOs) in a
mutually beneficial manner. AMC provides the land
and water supply and pays for fencing, tree
plantation, and tending. The administrative and
management expenses are borne by the CBOs (or,
in cases where the CBO does not have the requisite
experience, a supporting NGO). The community is
allowed to undertake agroforestry as well as other
remunerative activities at the site. Twenty-seven plots
have been assigned to 13 CBOs/NGOs. The process
was facilitated by United States Agency for
International Development.
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3. Slums

AMC forged partnerships with the slum communities,
NGOs, and private agencies to transform the quality
of life in slums. This is achieved primarily through
improving the physical and social infrastructure of
the slum. Though the major emphasis is on physical
infrastructure, it also focuses on environmental
upgradation, sanitation, housing, health, education,
and income generation. The project will cover
300,000 families over seven years at an estimated
cost of Rs3.25 billion. A pilot project of the Slum
Improvement Partnership has been successfully
implemented at Sanjaynagar in Potalia ward. The
lessons learned from this experience will be used to
scale up the project to city level.

4. Solid Waste Management

AMC embarked on a multi-pronged effort to tackle
the problem of solid waste management to improve
civic health and hygiene. It spruced up its own system
by acquiring the latest equipment and improving the
logistics of collection and disposal. It also pioneered
a participatory approach involving the community,
NGOs, and private companies to improve hygiene
and sanitation by reorganizing the solid waste
collection and disposal system. This project has two
components � neighborhood level collection and
disposal.

A pilot project of the first component has been
implemented at Ambawadi area in partnership with
SEWA (an NGO), Clean Green Abhiyan (an initiative
supported by the Parathana Group of Industries), the
State Bank of India, and the Centre for Environment
Education. The latter organization conducted
awareness programs with residents of the area to
promote segregation of wet and dry garbage at the
household level. SEWA organized women ragpickers,
a decidedly disadvantaged group, to collect the

Financial Innovations and Municipal Management in Ahmedabad
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segregated garbage. Through the NGOs, the
household pays them a monthly salary. In addition,
they earn by selling the recyclable dry waste. The
Abhiyan supported the whole process.

In the second component, disposal of garbage
through landfill is being replaced by recycling it into
fertilizer. AMC, in collaboration with a private
company, set up a plant in the outskirts of the city.
This will eventually save the AMC 2,500 cubic
meters/day of landfill space.

5. City Planning

AMC collaborates with planning institutions,
nonprofit companies, international lending agencies,
and other independent planning firms to enhance
professionalism in its city planning activities. This
will help build the capacities of both AMC and local
resources.

AMC has had a long association with the
Centre for Environmental Planning and Technology.
Notable efforts produced by this partnership include:

� comparative health risk assessment,
� redevelopment of Kankaria Lake,
� development of Ashram Road, and
� river front development.

AMC is exploring avenues for establishing
Ahmedabad as a prominent finance and trade center
in the country with the Vastu Shilpa Foundation, a
local research organization. The outcome is a
feasibility study for an International Finance and
Trade Centre at Pirana.

THE MUNICIPAL BOND

AMC was the first municipal entity in India to plan
to access the local debt capital market with a
municipal bond issue (Box 1). This current debt-



147

Urban Governance in Sri Lanka and the Colombo Region

raising exercise aims to create a sound basis for
sustained fundraising by the Corporation on
commercial basis. This initiative will facilitate further
borrowings by the AMC for the implementation of
specific projects. It also seeks to structure suitable
financial instruments for mobilization of up to Rs1
billion from the debt markets. In the process of raising
commercial resources, AMC also intends to more
clearly map the raising of resources with its
deployment and repayment obligations.

Financial Innovations and Municipal Management in Ahmedabad

Box 1: The AMC Bond Issue

Ø Credit rating � AA

Ø External guarantees � None

Ø Issue amount � Rs1 billion
($27.8 million)

Ø Cost of Funds � 15.5%

Ø Maturity � 7 years

The proposal of issuing an AMC bond on the
basis of a Credit Rating Information Service of India
Limited (CRISIL) rating, is a unique exercise. So far,
no other Indian municipality has undertaken a rating
exercise or positioned itself for raising commercial
resources. Similarly, few Indian commercial
institutions have any depth of understanding of
municipalities. This lack of awareness is singularly
responsible for the perception that municipalities are
noncommercial counterparts. While the CRISIL rating
would facilitate the overcoming of such concerns
to some extent, it would nevertheless be necessary
to provide potential institutional investors with a

The proposal of
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municipal bond
on the basis of a
professional
rating service
was a unique
exercise.
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greater degree of comfort than would typically be
necessary for more conventional transactions.

Indian investors and investment institutions are
unfamiliar with the concept of municipal bonds and
do not have policies and norms in place for such
investments. The placement process would therefore
necessarily involve close interaction with all major
investors to develop an acceptable structure for
municipal bonds. It would also establish a precedent
for municipal borrowing on a stand-alone basis. It
has been necessary to devise suitable security
structures in the context of the AMC being a local
government agency (as opposed to a corporate
entity). The legal implications of security and debt
servicing also require careful examination.

CONCLUSION

The opening of the economy has opened up new
vistas in the delivery of civic services. The ability of
municipalities to take advantage of these
opportunities depends on their ability to gear
themselves up operationally with respect to both
revenue and cost.

The creation of a municipal bond market,
networking, and forging of urban partnerships could
become the catalyst for forging a new framework
for delivery of civic services. But on a stand-alone
basis, financial innovations cannot succeed without
efficient municipal governance. Institutional
strengthening efforts must go hand in hand with
financial management, discipline, and innovations
to enable sustainable development of urban
governance.
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Several developing countries have embarked
on various forms of transfer of political
power to their local government units. Dillinger

(1994) reports that decentralization programs are
under way in 63 of the 75 developing and transitional
economies, with an aggregate population of over 5
million. These programs include:

� rationalization of the distribution of
responsibilities and resource-raising powers
between various tiers of government,

� transfer of decisionmaking from central ministries
to regional and local offices,

� enhanced revenue sharing and other forms of
intergovernmental transfers to local authorities,

� commercialization and privatization initiatives,
� greater cooperation with voluntary agencies and

community-based organizations, and
� empowerment of democratic self-government

institutions.

Intercountry experiences reveal that the surge
of decentralization in the developing countries is
not necessarily driven by a concern to improve the
delivery of local public services. In many cases, its
origin can be traced to political factors specific to
the countries concerned. Sometimes the efforts to
decentralize are a reflection of the failure of bankrupt
central governments to continue financing local
services at accustomed levels.

XIV.DECENTRALIZATION
REFORMS AND INNOVATIONS IN
MUNICIPAL MANAGEMENT IN INDIA

P. K. Mohanty
Director, Ministry of Urban Affairs and Employment, New Delhi, India
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In some countries, decentralization appears
to be linked to a series of concessions by central
governments attempting to maintain political
stability. Decentralization initiatives in developing
countries are often characterized as  political
strategies by ruling elites to retain most of their power
by relinquishing some of it.

Regardless of the form and rationale of
decentralization in a given country, the process has
enjoyed a great deal of popular support. This is
primarily due to dissatisfaction with centralized
planning and concern for more dispersed and
equitable development. The countries that have
embarked on decentralization are realizing the
importance of participatory approaches to planning,
management, and provision of services. A high
degree of fluidity has been generated in the structure
of intergovernmental relations. This has provided
scope for fundamental reform in the institutional
framework for local public service delivery. The
centralized state, which encouraged politicians to
act as independent brokers of information, patronage,
and services between the electors and government,
failed to ensure the effective delivery of public
services to communities.

BENEFITS OF DECENTRALIZATION

Empirical evidence suggests that the public values
its role in electing local officials and in participating
in the decisionmaking process. Decentralized
regimes improve the level and quality of community
participation, paving the way for enhanced efficiency
in the provision of public services. Local governments
are more likely to be sensitive to people�s problems
than state or national governments.

Decentralization, if pursued properly, is likely
to yield various benefits, including:

� reduction in the burden on central government

Local
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finances and freeing of central resources for
macroeconomic concerns such as stabilization,
structural adjustment, and poverty alleviation;

� cost-effective collection of information and its
use for planning and priority-setting;

� better exploitation of local resources with intensive
knowledge of the tax base, impact and incidence
of taxes, and more rational expenditures;

� location of the decisionmaking process close to
where the action is, thus ensuring greater
community participation in the financing and
implementation of programs;

� expeditious decisionmaking with regard to
resource allocation and provision of services;

� improved service delivery through greater
participation of beneficiaries in the design of
programs and a better matching of expenditures
and local preferences;

� promotion of greater accountability in service
delivery through a clearer and closer linking of
benefits and costs of local public services;

� promotion of responsiveness on part of the service
providers and vigilance on the part of the society
due to the proximity of government to taxpayers;

� strong commitment from local officials in the use
of local resources;

� practical application based on knowledge of
problems faced by local staff in different regions
and localities;

� strengthened public service management and
delivery through targeted capacity-building
programs at the local level; and

� grass roots democracy and popular consent to
government.

Decentralization Reforms and Innovations in India
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KEY SUCCESS FACTORS IN
DECENTRALIZATION EFFORTS

Empirical evidence indicates the following directions
for successful decentralization and municipal
government reforms.

� A clear consensus should exist between the higher
levels of government that intend to decentralize
and the receiving level of that decentralization.
Joint ownership of reform is critically important.

� Although the promotion of decentralization needs
a holistic approach and a long-term strategic
overview of intergovernmental relations, proper
sequencing of reforms and a phased approach
are desirable to allow adequate time for building
local capacities.

� To avoid overlapping , the functional
responsibilities of various levels of government
should be clearly defined with respect to
policymaking, planning, financing,
implementation, regulation, and monitoring.

� Economic/financial resources commensurate
with the requirement for efficient discharge of
the decentralized functions should be effectively
transferred from central to local authorities

� The receiving level should have proper access to
necessary data and information so as to be able
to perform the assigned functions properly.

� Service providers and other stakeholders should
have the requisite expertise and an appropriate
system of incentives should be in place to ensure
their responsiveness and accountability.

� The active participation of the people should be
fostered to establish a close relationship between
the service providers and the clients. The people
should perceive decentralization as beneficial and
also as an entitlement.

� Vested social or economic power groups must be
prevented from capturing the receiving level of
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government, thereby excluding the legitimate
beneficiaries of the decentralization process.

� The central and state governments should play a
positive and catalytic role in municipal
decentralization, fostering civic values and
promoting participation of the people, the
ultimate custodians of all political power in a
democracy.

ASSIGNMENT OF FUNCTIONS

The first major step for municipal government reform
is the clear assignment of functional responsibilities
between various tiers of government, including the
municipalities. International patterns on the
assignment of functions to urban local bodies point
to some broad regularities explained in terms of the
theory of fiscal federalism. This theory advocates the
�subsidiary principle�, which suggests that each
public service should be provided by the jurisdiction
with control over the minimum geographic area that
could internalize benefits and costs of public services
and the efficient allocation of public resources. Bird
lists the following necessary conditions for
decentralization to improve the level and quality of
municipal services.1

� Everyone affected by public action gets an equal
opportunity to influence the decision.

� The benefits of decisions do not spill over
jurisdictional boundaries to any significant extent.

� The costs of decisions are fully borne by the
residents. This means there are no tax-exporting
or soft budget constraints in the form of negotiated
transfers from the higher levels of government.

Decentralization Reforms and Innovations in India

1
Bird, R.M. 1994. Decentralizing Infrastructure: For Good or Ill?  Washington,
DC: World Bank.
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In terms of the theory of fiscal federalism, the
higher levels of government must participate in
functions such as regional planning, provision of
infrastructure, and poverty alleviation.

ASSIGNMENT OF REVENUES

Once clarity in the distribution of functional
responsibilities between various levels of government
is achieved, the municipalities must be endowed with
resources commensurate with their assigned
functions. The following broad principles of tax
assignment between the tiers of government in a
federal structure have been suggested.1

� Taxes suitable for economic stabilization should
be central.

� Progressive redistributive taxes should be assigned
to central governments.

� Tax bases distributed unequally between
jurisdictions should be centralized.

� Taxes on mobile factors of production are best
handled centrally.

� Residence-based taxes such as sales of
consumption goods to consumers or excises are
suited to state jurisdiction.

� Taxes on completely immobile factors of
production are best suited for local levels.

� Taxes of lower levels of government should be
cyclically stable.

� Benefit taxes and user charges should be used
appropriately at all levels.

� Resource taxes and value-added taxes are
appropriate for sharing between governments.

1
Musgrave, R.A. and P.B. Musgrave. 1984. Public Finance in Theory and
Practice, 4th ed. New York: McGraw Hill.
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The congruence principle suggests that the
less mobile a tax base and the stronger the spatial
concentration of the tax base and ownership, the
lower the level of governments to which those taxes
should be assigned.

DECENTRALIZATION IN INDIA:
THE CONSTITUTION
(74TH AMENDMENT) ACT

The 73rd and 74th Amendment Acts signified two
of the most fundamental initiatives of the Indian
Parliament since independence. The amendments
aimed at conferring a constitutional status to the local
bodies � panchayats in rural areas and municipalities
in urban areas � as the third tier of government.
Under the Constitution, India is a union of states
and the municipalities are constituted under state
laws. The 74th Amendment takes note of this while
prescribing measures for municipal decentralization.

Prior to the enactment of the 74th Amendment,
there was no specific mention regarding
municipalities in the Constitution. The subject of
local self-government was simply assigned to the
states. Due to elaborate constitutional provisions,
the Parliament and the state legislatures have
flourished as democratic institutions. However, this
has not been the case with the urban local bodies,
even though some of them came into existence prior
to the formation of states. Elected municipalities were
frequently suspended and superseded by the state
governments due to the lack of constitutional
protection. These suspensions and supersessions
stretched to periods exceeding a decade in some
cases, which quickly eroded the very basis of local
self-government. Over the years, there was a steady
encroachment on the traditional functions of urban
local bodies by state government agencies. The
municipalities became weak and were unable to
meet the aspirations of the people.

Decentralization Reforms and Innovations in India
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The Act introduces certain uniformity in the
structure and mandate of the urban local bodies in
the country. It emphasizes the participation of directly
elected representatives of people in planning,
management, and delivery of civic services. It is built
upon the premise that all power in a democracy
rightfully belongs to the people. It prescribes that
the municipality serves a term of five years from the
date appointed for its meeting. However, if the state
government dissolves a municipality, election to the
same must be held within six months. The Act also
makes it mandatory for the state governments to
constitute District and Metropolitan Planning
Committees with representation given to the elected
members of the urban and rural local bodies. It also
allows for the reservation of seats for women,
scheduled castes, and tribes to give them a voice in
municipal affairs.

The Act envisaged a systemic change in the
pattern of municipal government in the country. It
prescribed an institutional framework for the efficient
delivery of urban public services. This framework
consists of a number of statutory institutions listed by
the Constitution of India. The state governments are
responsible for the creation of the legal framework
for establishing these institutions, seven of which are
described below.

1. The State Election Commission

The Commission is mandated to supervise, direct,
and control the preparation of electoral rolls, and to
conduct all elections to both rural and urban local
bodies. A State Election Commissioner, appointed
by the Governor, administers the Commission.
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2. Municipalities: Municipal Corporations,
Municipal Councils, and Nagar Panchayats

Municipalities are endowed with such powers and
authority as may be necessary to enable them to
function as institutions of self government. They
prepare plans for economic development and social
justice, perform functions, and implement schemes
entrusted to them by the state government, including
those relating to the Twelfth Schedule (Box 1).

Decentralization Reforms and Innovations in India

Box 1: The Twelfth Schedule

The 74th Amendment Act adds the Twelfth Schedule to Part IX of the Constitution
of India. This Schedule lists the following functions of the municipalities.

Ø Urban planning (including town planning
Ø Regulation of land use and construction of buildings
Ø Planning for economic and social development
Ø Roads and bridges
Ø Water supply for domestic, industrial, and commercial purposes
Ø Public health, sanitation, conservation, and solid waste management
Ø Fire Services
Ø Urban forestry, protection of the environment, and promotion of ecology
Ø Protection of the interests of weaker sections of  society, including the

handicapped and mentally retarded
Ø Slum improvement
Ø Urban poverty alleviation
Ø Provision of urban amenities and facilities such as parks,gardens, and

playgrounds
Ø Promotion of cultural, educational, and aesthetic programs
Ø Burials and burial grounds, cremations, cremation grounds, and electric

crematoria
Ø Cattle pounds, prevention of cruelty to animals
Ø Vital statistics, including registration of births and deaths
Ø Public amenities, including street lighting, parking lots, bus stops, and

public conveniences
Ø Regulation of slaughterhouses and tanneries
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3. Ward Committees and Other Special
Committees

Ward Committees are constituted to take municipal
government closer to the people and undertake the
responsibilities conferred on them, including those
relating to the Twelfth Schedule.

4. The State Finance Commission

This institution�s function is to review the financial
position of rural and urban local bodies, and to make
recommendations concerning the principles of
devolution of resources from the state to the local
bodies and the measures needed to improve their
finances and functioning. Prior to the Act, municipal
finances were entirely at the discretion of the State
legislatures (Box 2).

Box 2: Municipal Finance

Article 343 of the Constitution stipulates that a state legislature may:

Ø authorize a municipality to levy, collect, and appropriate such taxes, duties,
tolls, and fees in accordance with such procedure and subject to such limits;

Ø assign to a municipality such taxes, duties, tools, and fees levied and collected
by the state government for such purposes and subject to such conditions and
limits;

Ø provide for making such grants-in-aid to the municipalities from the consolidated
fund of the state; and

Ø provide for the constitution of such funds for crediting all moneys received,
respectively, by or on behalf of the municipalities and also for the withdrawal
of such monies therefrom.



159

Urban Governance in Sri Lanka and the Colombo RegionDecentralization Reforms and Innovations in India

5. District Planning Committee

This Committee is established to consolidate the
plans prepared by the panchayats and municipalities
in the district, and to prepare a draft development
plan for the district as a whole. In formulating the
draft District Development Plan, the committee takes
into account matters of common interest between
the panchayats and the municipalities, including
spatial planning, sharing of water and other natural
resources, integrated development of infrastructure,
environmental conservation, and the extent and type
of available resources, financial or otherwise.

6. The Metropolitan Planning Committee

This institution is set up to prepare a draft
development plan for the metropolitan area as a
whole. The Constitution provides that this committee
takes the following considerations into account:

� the plans prepared by the municipalities and
panchayats in the metropolitan area;

� matters of common interest between the
panchayats and the municipalities, including
coordinated spatial planning of the area, sharing
of water and other natural resources, the
integrated development of infrastructure, and
environmental conservation;

� the overall objectives and priorities set by the
Government of India and the state government;
and

� the extent and nature of investments likely to be
made in the metropolitan area by the agencies of
the Central and state government, and other
available resources.

It is mandatory that not less than two thirds of
the members of a Metropolitan Planning Committee
are elected by members of the municipalities and
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chairpersons of the panchayats in the metropolitan
area, in proportion to the ratio of the population of
municipalities in that area.

The 74th Amendment provides for
consultation with institutions and organizations
specified by the Governor. The prescribed
compositions of the District and Metropolitan
Planning Committees also provide scope for
induction of professional experts as committee
members. The Constitution Act stipulates that the
chairpersons of the district and metropolitan
committees forward draft development plans for their
respective areas to the state government for approval,
thus emphasizing the need for integration of bottom-
up and top-down planning processes. The District
and Metropolitan Development Plans embody the
concepts of participatory and integrated
development planning. These are expected to
integrate urban and rural development plans with
due regard for the usage of regional environmental
resources, including water. They are also required
to integrate spatial and economic development plans
with emphasis on infrastructure and recognition of
the constraints to plan implementation.

The Constitution Act provides a safeguard
regarding the implementation of the recommen-
dations of the State Finance Commissions. It
amended Article 280 of the Constitution, under
which a Central Finance Commission is appointed
once every five years to assess the financial needs
of the state governments and to recommend a
package of financial transfers from the Central
Government. It is now mandatory on the part of the
Central Finance Commission to recommend the
measures needed to augment the consolidated fund
of a state to supplement the resources of the
municipalities. This provision is designed to establish
a proper linkage between the finances of the local
bodies, the state governments, and the Central
Government.
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PROGRESS IN MUNICIPAL GOVERNMENT
REFORMS

The Constitution Act provides a blueprint for
municipal government reform in India. It aims at
strong grass roots democracy through effective
functioning of various key institutions. A study of
the implementation of the 74th Amendment by the
state government indicated the following progress
as of September 1997.

� All the state governments, where the 74th
Amendment Act is applicable, had amended their
municipal laws to bring them in conformity with
the Constitutional provisions.

� State election commissions had been constituted
by the state and union territory governments.

� Municipal elections had been conducted in all
but two states and union territories.
Approximately 60,000 representatives, one third
of them women, had been elected.

� State Finance Commissions had been constituted
and 13 had submitted their final reports. Some
state governments had begun acting on the
recommendations.

� For the first time in the history of India, the 10th
(Central) Finance Commission recommended a
devolution of Rs10 billion from the Central
Government to the states as capital grants for
urban local bodies in four annual installments
from 1996/97. The Government of India accepted
this recommendation.

� District and Metropolitan Planning Committees
had been constituted in some states. The Central
Government is in the midst of preparation of
guidelines for the implementation of the
Constitutional provisions regarding district and
metropolitan planning.

Decentralization Reforms and Innovations in India
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While considerable progress has been
achieved in the implementation of the Constitution
Act, a comprehensive program of municipal reforms
is needed to attain the goals of decentralization and
municipal autonomy, including the modernization
of municipal and town planning. In recognition of
this need, the Central and state governments are in
the process of developing an agenda for urban sector
reform. In the background of the economic reforms
and the 74th Amendment, several efforts have been
initiated at various levels to strengthen the delivery
of public services. These include intensive
mobilization of tax resources, intergovernmental and
public-private partnerships, leveraging of market
funds, strengthening of management capabilities, and
adoption of targeted programs.

ENHANCED TAX EFFORT

Several municipalities have initiated measures for
intensive exploitation of internal resources,
including reforms in the property tax. The municipal
corporations of Patna (in the state of Bihar) and
Rajkot (in Gujarat), and most municipalities in the
state of Andhra Pradesh have adopted a simple area-
linked property tax system. Under this system, a
city or town is divided into zones; buildings into
types and nature of construction; and uses into
categories such as residential, commercial, or
industrial. Taxes are levied for different types of
buildings and located in different zones.

Through the intensification of tax effort and
plugging of tax leakages, the Municipal Corporation
of Ahmedabad has been able to raise its property
tax collection by about 40 percent and octroi
collection by about 20 percent over the period 1992-
97. In some parts of the country, the privatization of
octroi collection has more than doubled tax receipts.
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EMPHASIS ON USER CHARGES

Because the growth needs of urban infrastructure
are colossal, cost recovery to make the urban
schemes sustainable is strongly emphasized. In some
states, the municipalities and water supply/sewerage
boards are now recovering the entire operation and
maintenance costs, as well as a part of the capital
costs, of water supply projects through user charges.
Mumbai, for example, levies water and sewer benefit
taxes to generate resources for the repayment of
borrowed capital. The recovery of sewerage and
drainage costs is increasingly sought by linking the
charges with water supply bills. Traditionally, the
property tax has included the components of taxes
on water, drainage, lighting , scavenging , and
firefighting. Other ideas under serious consideration
are decomposition of the property tax into service
taxes and linkage of specific services to direct user
charges.

DEDICATED TAXES AND LEVIES

Recently, a major traffic and transportation
improvement project was initiated in Calcutta by
levying a motor vehicle tax. Hyderabad introduced
charges for conversion of land use and has steeply
enhanced the compounding fees for violations of
the city master plan. Resources so mobilized are
funding an ambitious project of erecting several
flyovers. Bangalore has imposed a special cess on
city taxes to generate resources for a mass transit
project. The city also levies a cess for new water
supply and slum development projects. The Haryana
Urban Development Authority levies external
development charges on land development to meet
the costs of off-site infrastructure such as new water
source, transmission lines, and freeways. In
connection with the financing of Delhi Mass Rapid
Transit Project, the following dedicated levies and

Decentralization Reforms and Innovations in India
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taxes (both direct and indirect) on user and non-
user beneficiaries were suggested by an expert
committee.

� Additional excise duty/sales tax on petrol/diesel
� Surcharge on motor vehicles tax
� Entry fees on motor vehicles in defined areas
� Passenger terminal taxes
� Time-bound surcharge on property taxes in the

city
� Levy of 1-2 percent of annual wage bills of large

industrial and commercial establishments located
in the metropolitan area or within a notified
distance from the city boundaries

� Surcharge on other Central/state/municipal taxes
levied and collected within the city

INTER-AGENCY PARTNERSHIPS

Public-private and intergovernmental partnerships
are becoming increasingly common. Several
municipalities in the country are experimenting with
contracting of municipal services to the private sector.
The centrally sponsored scheme of infrastructure
development in megacities is based on a partnership
approach in which the Central and state governments
each contribute 25 percent of the project cost. The
remaining 50 percent is tapped from financial
institutions. This scheme was initiated in 1993/94
and is in operation in the megacities of Mumbai,
Calcutta, Chennai, Hyderabad, and Bangalore. The
Governments of India and New Delhi are
implementing the Delhi Mass Transit Project through
joint contribution to the equity of a company called
the Delhi Metro Rail Corporation. Under the Urban
Basic Services for the Poor Program, a partnership
is envisaged between the municipality and
neighborhood committees of women and
community development societies. This partnership
is being strengthened under the new urban poverty
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alleviation program launched this year to promote
wage-employment and self-employment in cities and
towns.

ACCESSING MARKET FUNDS

Several municipalities in the country receive credit
ratings from professional credit rating agencies in
the private sector. The Ahmedabad Municipal
Corporation has planned for a Rs1 billion municipal
bond issue. The Government of India is
contemplating the provision of income tax relief
and other f iscal incentives to facil i tate the
emergence of a market for municipal bonds. Such
instruments would include water supply, transport,
and other bond categories. A 10-year tax holiday
has been extended to attract private investment on
a build-operate-transfer basis in areas such as
highways, bridges, airports, ports, rail systems, water
supply, sanitation and sewerage, mass rapid transit
system, light rail transit system, intra-urban/peri-
urban roads, urban bypasses, flyovers, bus and truck
terminals, and subways. Additional fiscal incentives
are under examination by the Government of India.

FINANCIAL INTERMEDIATION

The State of Tamil Nadu constituted a Municipal
Urban Development Fund with the help of the World
Bank under which a loan of more than Rs2.5 billion
was extended to the municipalities based on their
financial and operating plans. The rate of loan
recovery has been more than 90 percent. Recently,
the fund has been restructured into a Trust Fund and
an Asset Management Company has been set up to
manage the fund�s loan portfolio. The company has
been constituted with a minority share of the
Government of Tamil Nadu and a majority share of
three private sector partners. Asset is facilitating the
development of projects on a stand-alone basis and

Decentralization Reforms and Innovations in India
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designing of cost recovery instruments.
Municipalities and private sector entities providing
urban infrastructure are eligible for borrowing,
subject to the financial viability of projects. A fund
similar to that of Tamil Nadu is proposed in Mumbai.
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XV. VISION 2021:
URBAN GOVERNANCE IN INDIA

Dinesh Mehta
Regional Adviser South Asia
UNDP/UNCHS (Habitat) Urban Management Programme
New Delhi, India

Urbanization is a determinant as well as a
consequence of economic development.
Over the past decades, many countries in

Asia have experienced rapid economic growth. This
has led to a rapid rise in urban population. It is
estimated that by the turn of this century, nearly half
of Asia�s population will reside in urban areas.
However, in spite of a significant increase in national
wealth and personal income, the quality of life of
an average urban resident is quite poor. Urban
centers in Asia are characterized by squalor, slums,
traffic congestion, and shortages of water and power.
While the national governments pursue the goals of
economic development, it is generally left to the local
governments to manage rapidly growing urban areas,
and to provide their residents with basic services.

Because the capacity of a nation to pursue its
economic goals is contingent on its ability to govern
its cities, urban governance assumes increasing
importance. This is largely due to the significant
contribution that urban centers make to the national
income. Cities are after all the engines of growth of
most national economies.

Economic liberalization and decentralization
of government have been common features of
developmental policies of most countries during the
past decade. The emergence of these trends has a
profound implication on urban management. In the
general discussion of macroeconomic policies, the
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role of urban economies is not well recognized. Macro
policies often have an anti-urban bias and national
governments frequently pursue programs restricting
the growth of large cities, reducing urban migration,
and achieving a balanced urban pattern. Only recently
has the role of city economies in national development
become understood. In the global economy,
increasing competition exists among cities to attract
cross-border investments. The ability of a city to attract
investment largely determines the extent of investment
in the nation as a whole. While national governments
are involved in macro policy formulation, it is left to
the local government to provide for the necessary
infrastructure and services to attract investment.

Since 1991, the Indian Government has
pursued a major reform of its economic policies.
The various measures include trade and tariff reform,
reforms in the financial sector, deregulation of
industries, and disinvestment of state-owned
enterprises. These policies have ushered in greater
investment by domestic and international
entrepreneurs and financial institutions. The high
economic growth observed in the past four years is
largely due to these policies. Nevertheless, this high
growth is likely to be severely constrained due to
inadequacies of cities to absorb the new investments.
Many local governments in India do not have the
requisite technical, financial, or managerial capacity
to cope with rising demands for basic urban services.
These city governments are alienated from the civil
society and are perceived as unresponsive,
inefficient, and corrupt organizations. This antipathy
of society and the severe limitations on the capacity
of local government suggest that managing urban
areas is an arduous task.

Given the perspective of rapid economic
change, increasing urbanization, and declining
capacities of national and local governments to
manage cities, what do we need today to provide a
better urban India for the next generation? What is
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our vision of India in 2021 and what place does
urban India have in this vision? What should be our
strategy to ensure that the vision does not remain a
mirage but becomes a reality?

Developing a vision for urban India in 2021
has to be undertaken through a collective process.
The vision in Box 1 is the author�s perception of what
urban India should be. This paper attempts to
highlight some crucial aspects of the vision of urban
India in 2021 and provides an action agenda for
urban management to realize this vision.

Vision 2021: Urban Governance in India

Box 1: Vision 2021

Our vision of urban India in 2021 is that in which:

Ø every urban settlement is a safe, healthy, productive, and sustainable
place;

Ø every family has adequate shelter and basic services; and

Ø every individual has a desirable quality of life, with adequate employment
and income.

The strategy to achieve this vision will be based on principles of enablement
and participation. The national and local governments will establish institutional,
legislative, and financial instruments to enable society to participate in achieving
this vision in an open, transparent, and efficient manner.

URBAN INDIA IN 2021

The process of globalization of economy and
developments in information technology will bring
about a much smaller world in 2021. The current
economic policies of economic liberalization,
promotion of global trade, and increased
competitiveness will help sustain a high rate of
economic growth. The emerging role of the state in
this high economic growth regime will have to be
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redefined. The democratization and decentralization
processes initiated since 1992 through the 73rd and
74th Indian Constitutional amendments will have
to be vigorously pursued to build strong local
governments. The emerging state-society relationship
will be a partnership between government and civil
society. While a strong state will have a regulatory
and supervisory role, it will have to promote both
the domestic and international private sector to
ensure greater effectiveness and competitiveness in
the provision of basic infrastructure and services.

The 2021 vision of an India free of poverty
and unemployment requires major reform in
government, public institutions, and civil society.
More importantly, there will be a fundamental shift
in the roles of institutions and their interactions with
citizens. Open, responsive, transparent, participatory,
and efficient governance are essential for the
enhancement of economic productivity and the
improvement of quality of life.

The interrelationship between economic
growth and urbanization can be depicted as a curve.
In the initial phase of economic development, both
the level and pace of urbanization is low. During
the middle phase of a more mature economy, its
urban population is likely to grow more rapidly. This
is because much of the growth in the economy will
come from the nonagricultural activities located in
and around urban centers. The share of urban areas
in national income is expected to rise from its present
level of about 45 percent to nearly 75 percent in
2021. Urban population in India is expected to rise
from 217 million in 1991 to 659 million in 2021
(Table 1). However, if the economy does not sustain
its high rate of growth of 6 to 7 percent per annum,
then the urban population growth will be much
lower.

The spatial patterns of urbanization will also
be altered. Larger urban centers with better
infrastructure will attract most of the investments in
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the economy. As both domestic and international
investors seek the highest returns on their capital,
urban centers with economic potential, established
transport, and sophisticated information technology
will become the preferred locations for investments.
While a few new urban centers may emerge, most
of the urban growth will take place in and around
the existing urban centers. The likely pattern of size
distribution of urban centers is shown in Table 2.

The envisaged urban pattern in 2021, with 70
cities having a population of over 1 million and 500
with over 100,000, presents a daunting scenario.
The pattern of growth in these cities will also be
quite different from the present pattern. Increased
personal vehicle ownership, improved mass
transportation systems, and improved
communication facilities will lead to a greater sprawl
of urban areas. Rapid technological advances in
information technology and its widespread use will
alter urban travel patterns significantly. As the work/

Vision 2021: Urban Governance in India

Table 1: Urban Population, 2001-21

Year  Population (million) Urban (% of total)
Total Urban

1981                683 159 23.34
1991    844 217 25.72
2001 1,006 365 36.30

(307)a (30.5)
2011 1,164 530 45.5

(426) (36.5)
2021 1,290 689 53.3

(591) (45.7)

a Figures in parentheses are alternate estimates of urban populations
based on past trends and lower economic growth notes.

Source: Information until 2011: Pathak, P., and D. Metha. 1995. Recent Trends in
Urbanization and Rural-Urban Migration in India: Some Explanations and
Projections. Urban India 15(2). The projections for 2021 are the author�s estimates.
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home relationship changes, suburbanization will
begin to take place. Cities will be more spread out
than before. This will pose a particularly difficult
challenge for urban management, as new
institutional structures will have to be evolved at
regional scale to plan and provide for metropolitan
level infrastructure and services.

The policy implications of the envisaged urban
growth and pattern in 2021 are profound. Restricting
the growth of large cities, reducing migration to urban
centers, and achieving a balanced urban pattern have
been the preferred urban policy goals in the past.
In reality, cities have continued their growth
unabated as market forces have shaped the pattern
and level of urban growth. Public policies have, at
best, caused distortions in the market and led to
misallocation of resources.

The new urban policy to fulfill our vision 2021
will have to recognize the inherent economic
advantages of urban centers and promote growth of
cities instead of restricting their development. A
change in the mind-set of policymakers is required
to accept the reality that the present ills of urban

Table 2: Size Distribution of Urban Centers � 2021

Size Number of urban centers in
1981 1991 2021

> 1 million  12         23      70
> 100,000 204 273 500

50-100,000       270       341 700
20-50,000       738       927 1,200
10-20,000    1,053    1,135 1,500
5-10,000       739       725 630
< 5,000       229 185 400

Total    3,245    3,609  5,000

Source: For 1981 and 1991, Census of India, Provisional Population Totals,
Paper 2, Rural-Urban Distribution.
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The present ills
of urban centers
are not
necessarily
related to the
size of the city,
but rather a
manifestation of
poor urban
management.
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centers are not necessarily related to the size of the
settlement. Urban problems are more a manifestation
of poor urban management at the local level and
restrictive policies at the state and national level. In
the new urban policy framework, cities should be
expected to play a more productive role through local
innovations and initiatives. An enabling environment
will have to be created in which cities, like nations,
begin to compete with each other for increasing their
attractiveness for economic investments.

URBAN GOVERNANCE IN INDIA

The term governance has now begun to mean more
than government or its management. It refers to the
relationship not only between governments and state
agencies, but between governments, communities,
and social groups. Within this perspective, municipal
governance subsumes the operations of local
governments and their relationships with the societies
within which they operate.

Municipal governments have been in
existence in India since 1687 when the Madras
Municipal Corporation was established. The
municipal corporations of Calcutta and Bombay
were established in 1726. In the early nineteenth
century, municipal governments were established
in other towns as well. The members of these
municipal governments were nominated by the
provincial governments. The foundation of
democratic forms of municipal government in
British India was laid in 1882 with Lord Rippon�s
resolution on local self government. In 1919, the
Government of India Act incorporated the essence
of this resolution and the powers of democratically
elected governments were laid down. Under the
Government of India Act in 1935, the local
governments were brought within the purview of
the state or provincial governments and specific
taxation powers were defined.
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The urban local governments continued to
derive their functional and fiscal powers from state
legislation even in the post-independence period
because until recently the Constitution of India did
not make any specific provisions for urban local
governments. The state governments reduced the
functional domain of the municipal governments by
establishing parastatal agencies. These agencies,
whether for water supply and sewerage or for
planning, were deemed necessary. The municipal
governments were perceived to lack the necessary
capacity to carry out these tasks in a rapidly growing
city and its periphery. The state governments eroded
the financial base of local governments by abolishing
many buoyant sources of revenue such as the octroi
tax, the professional tax, and the entertainment tax.
Over and above these actions, the state governments
often superseded local governments and did not hold
elections for many years.

Because of these actions, the functional and
financial powers of urban local governments were
severely eroded. Without sufficient financial
capacity to provide basic services, they became
unable to respond to the needs of the citizens. They
were therefore forced to depend on financial
transfers from the state government. The ad hoc
manner by which finances were transferred from
the state to the local government was not sufficient
to build an adequate resource base for local
governments. Consequently, citizens� apathy toward
local government increased.

The enactment of the Constitutional (74th)
Amendment Act in 1992 ushered in a new era of
local self government in India by providing the
structure that recognized the urban local
governments as a third tier of government.

Despite the laudable objectives of the
constitutional amendment, the actions of the state
governments to devolve power to the local
governments have not been very encouraging. Most
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states have only conformed to the letter of the
amendment and not to its spirit. Amendments to
municipal legislation in various states have frequently
only dealt with electoral reform. While elections have
taken place in accordance with the provisions of
the Constitution, little effort was made to enlarge
the functional and financial domain of the
municipalities. Many of the state finance
commissions submitted their reports to the state
governments, but the states were largely reluctant
to accept the recommendations. Further, many states
reduced the financial powers of municipalities after
the state finance commission reports were submitted.
Very few states made provisions in their legislation
for ward committees, district planning committees,
or metropolitan planning committees.

STRATEGY FOR URBAN GOVERNANCE

From the present until 2021, the scale and pace of
urban growth will overwhelm the planners and the
policymakers. Promoting and managing this urban
growth requires a new mode of urban governance.
This new mode of governance will have to be based
on four strategic objectives.

� Increase the efficiency of urban areas through
enabling regulations and procedures that promote
development.

� Increase participation of the private sector and
civil society in the provision, delivery, and
maintenance of urban infrastructure and services.

� Establish innovative mechanisms for financing
urban development.

� Strengthen the capacity of local governments.

Vision 2021: Urban Governance in India
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Let us examine each of these objectives.

1. Strategy of Enablement

While supportive and enabling national and state
level policies will be required for urban development,
the major responsibilities will remain with the local
government. The present set of rules and regulations
related to municipal management require major
modifications to provide an environment in which
urban efficiency can be increased.

2. Strategy of Participation

The participatory development process requires that
the present alienation of civil society from urban local
government be eliminated. Corruption and
inefficiency in local government have led to a loss
of faith in the system. The government is seen as
pursuing its own interests rather than those of society.
The partnership mode of governance requires that
each stakeholder in the city has an adequate voice
and that the partnership is built on the strengths and
interests of each stakeholder � the local government,
the private sector, and the community. The present
experience of such partnerships is limited but has
provided many important lessons.

3. Financing Strategy

Innovative models of financing urban development
are being attempted in India. Through these models,
it has become apparent that the government can no
longer continue to subsidize urban services. The
emerging financial market suggests that traditional
financing based on directed credits, subsidized
prices, and budgetary support will soon become
obsolete due to inefficiency and lack of
competitiveness. Financing of urban development
will have to be integrated within a larger financial
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market. This implies that all activities related to land
development and all urban infrastructure and
services will be financed through market-based
borrowing from financial institutions. Market
discipline will require that services be appropriately
priced to recover the full cost of capital and
operations.

4. Capacity-building Strategy

Capacity building of local governments has
traditionally been viewed as human resources
development activity. However, efforts to train better
urban managers are insufficient without appropriate
changes in the institutional environment. Capacity
building is referred to as improving the ability of
institutions � government, private, and community-
based groups � and individuals within these
institutions to perform appropriate tasks and fulfill
their roles effectively, efficiently, and sustainably.
The dimensions of such a capacity-building exercise
are human resource development, organizational
development, and institutional and legal framework.

INNOVATIVE URBAN MANAGEMENT
EXPERIENCES

Some observers of the Indian urbanization process
have argued that urban conditions in the country are
bad and will become worse even if the general
economic situation in the country improves. These
observers base their predictions on the poor capacity
of local governments to manage the present
conditions. However, given the size of the urban
population, the apathy of the Central and state
governments, and the limited capacities of the local
governments, Indian cities have coped remarkably
well. In recent years, several cities have demonstrated
that they are able to manage their problems on their
own, given a supportive state government.

Vision 2021: Urban Governance in India
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The list of cities in Table 3 indicates the gradual
transformation of urban management in India. Many
other cities pursue similar innovative management
practices. The list will grow as other cities begin to
emulate these experiences.

Among the characteristics of innovative
practices in each of the city experiences, these four
occur with frequency.

� Internal motivation. Each innovative urban
management experience was motivated from
within the local government system. Notably, no
external support agency was thus motivated.

� Local leadership. In each case, it is possible to
identify an individual who played a keynote in
initiating the changes. Such leadership was
provided by the municipal commissioners in
Ahmedabad, Surat, Pune, and Calcutta and by
the mayors of Jalgaon and Anand. Only in Tirupur
was the project initiated by individuals who were
not a part of the local government.

� Institutional and legal context. Another common
feature was that no major changes were made in
the institutional and legal frameworks. Instead,
efforts were directed toward improving the
efficiency of the existing administration. This
approach to making the system work � rather
than tearing it down � is a first but crucial step
for improving urban management.

� Improved credibility of local government. A major
impact of these practices was the tremendous
boost to the credibility of the municipal
government in the eyes of residents. The change
in people�s perception of a corrupt and inefficient
municipal government to one that �means
business� has had several spillover benefits.
Because they know they have earned the respect



179

Urban Governance in Sri Lanka and the Colombo RegionVision 2021: Urban Governance in India

Table 3: Innovative Urban Management Experience in India

City Population Nature of innovations
(million)

1. Ahmedabad 3.5

2. Tirupur 0.35

3. Surat 1.7

4. Calcutta 12.0

5. Pune 1.7

6. Jalgaon 0.25

7. Anand 0.13

l Financial revival through strict
administrative measures

l Improvements in civic information
l Public-private partnership for road

improvement project
l Slum networking through public, private, and

community partnership
l Accessing capital market through municipal

bonds

l Infrastructure improvement through private
sector initiative

l Partnership of state government, local
government, private industry, and a financial
institution

l Declared as the second cleanest city in 1996
only two years after plague outbreak

l Administrative decentralization and daily
monitoring of routine municipal functions

l Major investments in infrastructure through
internal revenue surplus

l Responsive to citizen complaints

l Removal of encroachment
l Improved solid waste management
l Responsive civic administration
l Improvement in civic facilities

l Consistently good financial performance and
sufficient revenue surpluses to self finance most
capital investments

l Revenue generation from real estate
development for most of city�s capital needs

l Improved civic infrastructure
l Vision to become a major urban center in the

country

l Efficient municipal administration for over two
decades

l Resource generation from land
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of local residents, municipal staff morale is high.
With increased compliance in payment of local
taxes and changes, municipal finances have
improved. This is also partly due to the feeling of
the local residents that the municipal resources
are being used for their welfare. Access to capital
market is also facilitated, as the credit rating of
these cities for potential municipal bond issues
has been quite favorable.

LESSONS FOR IMPROVED URBAN
MANAGEMENT

The recent experiences of a few Indian cities provide
eight key lessons for improved urban governance.
These lessons are summarized below.

� Credibility. Local governments must build up their
credibility with the local residents. This can be
done in a variety of ways. It may be done by
improving finances of the city and by eliminating
corrupt practices, recovering dues, or adopting
popular schemes. All these efforts need to be
undertaken without raising taxes or user chargers
in the initial stage. It is also possible to build up
credibility by ensuring that the city is kept clean
and that the roads are without potholes. Such
effective administration is required to ensure that
all municipal employees perform the duties
assigned them. Obtaining citizen support and
participation of the private sector enterprise will
be possible only when the local government
perceives itself as an effective organization.

� Positive impact on daily life. Local governments
should make an extra effort in some critical areas
that affect the daily lives of its residents. Efficient
garbage removal, improved streetlights,
resurfacing of major roads, and removal of
unauthorized and illegal constructions are some
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activities that can send a positive signal to the
residents. This also results in tremendous support
to municipal governments by the public and
private sector, and has helped overpower many
vested interests arising from the inefficiencies of
the local government.

� Change from within the system. In the initial
phase, the changes have to come from within the
system. In the past, many donor agencies had
attempted to bring about improvements in city
management through various conditions attached
to their assistance package along with training
programs for municipal staff. These efforts did
not lead to any perceptible change in city
management. Efforts of national governments and
international agencies for general improvement
in urban management are also unlikely to succeed
unless they are directed to those municipalities
that have demonstrated same explicit internal
capacity and willingness to change.

� Demonstration and dissemination. The
�demonstration effect� is crucial to success. After
the high credit rating achieved by Ahmedabad,
20 other Indian cities sought credit rating by
private agencies. The Surat experience on solid
waste management draws officials from other
cities to learn about what they have done and to
replicate or adapt this to their own cities. There
is thus an urgent need to disseminate these
experiences.

� Diminished role for state and national
government. In most cases, the state�s role in the
cities has been mixed. Under existing municipal
laws, the municipalities are heavily regulated by
the state government. This leads to much conflict.
Jalgaon, for example, had to seek judicial
intervention to counter the state government�s

Vision 2021: Urban Governance in India
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refusal to grant permission for many of its
activities. While the municipal corporations are
relatively more independent, they also experience
hindrances from the paternal attitudes of the state
governments. In most cases, state government
support has come only after the initial efforts of
the local governments have proved successful.
Through these initial efforts, enough public
support is engendered so that it becomes
politically difficult for the state government to
intervene. The lesson for the state and national
government is to intervene as little as possible
and to support cities that demonstrate their
capacity to move ahead.

� Politics. Understanding the relationship between
the administrative and legislative wings of the
local and state governments is very important.
At the local level, the elected members must
support and work in unison with the
administration. However, one should expect some
resistance and conflict in the initial stages of
change. It is only through the persistent (often
viewed as rebellious) efforts of the change
leadership that will bring about results. The
political fallout will of course affect elected
officials. At the state level, conflict is inevitable
if the political leadership represents an opposition
party. Nevertheless, everybody likes a winner. As
long as there is evidence of improvement and
good local support, the political and
administrative wings at the local and state levels
will work together for urban improvement.

� Responsiveness to grievances. Formal and
informal response mechanisms for citizens were
established in each case cited in this paper. Surat
provides postcards to the citizens for complaints.
The complaints are classified for attention and
rectification within 24 or 48 hours. A

Everybody likes
a winner. As

long as there is
evidence of

improvement,
the political and

administrative
wings will work

together for
urban

improvements.
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decentralized administrative system has been
established to deal with the complaints. Such a
response mechanism has many advantages. At
one level, the credibility of local government
among citizens has increased. Even if the
complaint is not notified within a specified time,
the fact that a citizen is heard and that some action
has begun is important for people. Such a system
is also a morale booster for staff because they
gain the respect of the citizen when they respond
to the complaint. The elected members also feel
involved and gain importance in the eyes of the
people. This mutual reinforcement of faith of
people in local politicians and bureaucracy
provides a basis for partnerships.

� Leadership. Most successful changes can be
attributed to a particular individual. These
individuals have made attempts to institutionalize
though delegation of decisionmaking powers and
by introducing citizen response or grievance
redress systems. However, greater efforts will be
needed to ensure that when these individuals are
no longer at the helm, their efforts will be
sustained.

Vision 2021: Urban Governance in India
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ABBREVIATIONS

ADB Asian Development Bank
ADBI Asian Development Bank Institute
AMC Ahmedabad Municipal Corporation
CBO community-based organization
CCO Chief Corporation Officer
CMC Colombo Municipal Council
CMR Colombo Metropolitan Region
CRISIL Credit Rating Information Service of

India Limited
DCC Dhaka City Corporation
DWASA Dhaka Water and Sewerage Authority
GIS geographic information system
LCCHS Lahore Cantonment Cooperative

Housing Authority
LDA Lahore Development Authoriy
LCS Local Council Service
LGED Local Government Engineering

Department
MCL Metropolitan Corporation of Lahore
MTS Model Town Society
MUDF Municipal Urban Development Fund
NESPAK National Engineering Services of

Pakistan
NGO non-government organization
NWS & DB National Water Supply and Drainage

Board
OECF Overseas Economic Cooperation Fund
TEPA Traffic Engineering and Transport

Planning Agency
WASA Water and Sanitation Agency
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TVE Township-village enterprise
UK United Kingdom
UN United Nations
UNCTAD United Nations Conference on Trade

and Development
VAT Value-added tax
VER Voluntary export restraint
WEFA Wharton Economic Forecast

Association
WPI Wholesale price index
WTO World Trade Organization

Notes: References to Taipei,China are to the
island of Taiwan.

�$� as a currency notation refers to
United States dollars unless otherwise specified.

The symbol  - in tables indicates
that the amount is negligible.

The symbol  � in tables indicates
that data are not available or not

applicable.
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