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'ABSTRACT

In India, land development takes place in a policy context of govemnment control and regulation.
The National Commission on Urbanization (NCU) of 1988 strongly criticized govemment policies
for having failed to ensure an adequate supply of urban land. Although the NCU report states
in several places that the land market should be made more free, the recommendations for
accomplishing this are limited to the reduction of burdensome regulations. The NCU stops short
of explicitly advocating a liberalization of policy to allow greater use of price signals or a larger
role for private sector developers.

This report reviews several major constraints on tie efficient operation of urban land markets and
urban land delivery. Primary emphasis is given to three constraints: the Urban Land Ceiling and
Regulation Act, land development regulations and land mformauon systems.
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'EXECUTIVE SUMMARY

This report reviews several major constraints on the efficient operation of urban land
markets and urban land delivery. The Scope of Work gives primary emphasis to three
constraints: the Urban Land Ceiling and Regulation Act, land development regulations
and land information systems. Following a discussion and analvsis. the consultants rank
the constraints in the order of importance.

POLICY CONTEXT (Section 2.0)

In India, land development takes place in a policy context of government control and
regulation. The National Commission on Urbanization (NCU) of 1988 strongly criticized
government policies for having failed to ensure an adequate supply of urban land.
Although the NCU report states in several places that the land market should be made
more free, the recommendations for accomplishing this are limited to the reduction of
burdensome regulations. The NCU stope short of explicitly advocating a liberalization of
policy to allow greater use of price signals or a larger role for privete sector developers.

The NCU report repeatedly states that government intervention in land markets is
essential because the low elasticity of the supply of urban land gives rise to hoarding and
speculation, which place land out of the reach of lower-income groups. The general
perception is that government must intervene to help supply land to the poor.

Suggestions for reforms tend to revolve around changing the intervention and regulation
mechanisms, not reducing them. In fact, the current debate on urban land includes the
advocacy by some senior people of land rationing, in which households would be allocated
land administratively according to need.

There was general agreement that the demand for urban land as an investment is
virtually unlimited, making it essential for government to control the supply of land to
curb speculation and redistribute land to lower-income groups. The notion that land price
inflation may be caused in large part by government policies that restrict the supply of
land does not seem to be on the current agenda of goverzment’s policy dialogue.

The draft National Housing Policy (May 1990) emphasizes that government should focus
its efforts on faciiitating the provision of inputs for shelter that households and private
entities cannct easily supply. The draft Policy states that government should assume
direct responsibility for improving housing conditions for lower-income people and other
disadvantaged groups, but makes no explicit references to promoting market mecha-

nisms, nor enhancing the role of the private sector. .
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URBAN LAND CEILING AND REGULATION ACT (Section 3.0)

The Urban Land Ceiling and Regulation Act (ULCRA) of 1976 has been applied in 70
cities with 1971 populations of 200,000 or more. ULCRA is widely acknowledged te.have
failed in accomplishing its main objectives which are to: redistribute land, prevent
speculation in land, and facilitate the use of urban land for low-income housing. As of
1990, 212,549 ha. had been classified as excess but only 9,946 ha. had been taken over
and less than 1,000 ha. used for housing.

The main reasons for this poor record are:

® The low level of compensation set in the Act, which caused much litigation and
evasion of the ceilings.

®  The relatively liberal granting of exemptions in some States, as well as manipulation
of the exemption process and the filing of suits for exemptions based on hardship or
public interest.

® Administrative ineffectiveness and inefficiency.

@ The fact that much of the "excess" land to be taken over was in small, fragmented
pieces, which make it difficult for public agencies to use it for housing.

The above discussion indicates that the ULCRA has not redistributed land nor produced
lower-income housing. Many observers believe that ULCRA has helped to foster higher
rather than lower land prices in urban areas.

The effect of ULCRA on the supply of urban land for shelter seems to have been mixed:
s ULCRA has made it more difficult to acquire and develop parcels of land larger than

the ceiling sizes, but large developers have been able to circumvent ULCRA by
manipulation of the administrative process.

m To a certain extent, ULCRA has probably reduced the access of smaller real estate
developers and builders to urban land, by increasing land and administrative costs.

® There are indications that a large number of vacant plots in urban areas are unavail-
able for development because they are under litigation related to ULCRA.

® By restricting the supply of developable land, ULCRA is said to have caused develop-
ment to "leap-frog” beyond the area of the Act’s coverage to locations farther away,
resulting in a more inefficient development pattern.

® Implementation of the Act has varied from State to State. Some States granted
exemptions liberally, so that much of the land initially reported as "surplus” reverted
to the original owners.

® The ULCRA has reduced the supply of land, but its major effect has probably been
more to increase the "friction” of bringing land onto the market than to keep land off
the market entirely.

Officials interviewed do not interpret ULCRA's failure as an indication that government
regulation and intervention in land markets do not work. Rather, reform proposals focus
on improving the implementation of ULCRA, not on reducing,its scope.



Executive Summary, 3

Government officials as well as local experts agree that ULCRA should not and will not
be repealed. The draft Housing Policy calls for amending ULCRA "to remove the
inhibiting effects of urban land ceiling legislation without diluting its social purpose.”

The Ministry of Urban Developraent is currently considering amendments to ULCRA that

would make the Act, as one official put it, more "constructive”. The main changes being

considered are: - .

m Deleting most provisions for exemptions, and making any remaining exemptions
automatic rather than discretionary.

s Increasing the compensation. ,

m Allowing landowners to develop their surplus land for lower-income housing directly,
with minimum government control (rather then taking over the land and handing
it over to public agencies, as is currently required) for a period of five years, after
which undeveloped surplus land would be expropriated. .

s TImposing a strong vacant land tax, the proceeds of which would be put in a special
fund for provision of lower-income housing. :

LAND REGULATIONS AND STANDARDS (Section 4.0)

All activities relating to land development take place in an environment of government
control and regulation. While the shortcomings of present laws and regulations are
recognized, proposals to improve the situation tend to be for modifications to regulations,
rather than relaxation or reduction in the regulations themselves. Inefficient administra- -
tion of development control procedures is the main source of problems:

® The process for development applications often takes 18 to 24 months, with no -
guaranty of approval. o

@ Standards are applied in an arbitrary manner in some cases thus creating
uncertainty for applicants. '

m Since the magnitude of money involved is high, there is the potential for illegal pay-
ments to expedite processing.

® In some jurisdictions, there are no procedures that permit a developer to obtain pre-
liminary approval of development plans before assembly and purchase of a site.

Inefficiencies in the development review process affect not only the rate at which serviced
land comes onto the market but also the amount of serviced land available. The impact
is more on the quality of 1and being made available, rather than the quantity, gince there
is substantial informal development taking place outside the review process.

To convert land to urban uses under formal procedures, land use designation must be
changed from agriculture to urban. Since this change can have a dramatic impact on land
value, it is an activity subject to manipulation and political influence.

Within the boundaries of urban areas, this change of use is accomplished through the
master planning process. In areas beyond urban limits, changes are approved on a case-
by-case basis by local government agents (Collectors) responsible for land registration.
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Inefficient administration in both of these situations results in constraints on the avail-
ability of land for urban development.

The private sector is under the same constraints as the public sector in declared urban
areas since they must compete for land that has been officially designated for urban use.
In areas outside urban boundaries, there are negative impacts on private development
caused by lengthy approval procedures and increased risk. The response of private
developers, particularly smaller- and medium-sized ones, to these constraints has been
to avoid formal reviews and to illegally develop new lands. This is particularly true in
outlying districts.

Land use standards also have an impact on the availability of land, particularly for
lower-income groups. There is considerable variation in standards since they are adopted
at the local level. Compliance with present standards results in shelter solutions that are
not affordable to lower-income households.

There is a dual system of standards at present. National financing organizations have
established standards for projects targeted to the Ecenomically Weaker Sections that are
often in conflict with those of local agencies. While more efficient standards are included
in the National Building Code, private developers are usually not permitted to use these
standards for their projects.

LAND INFORMAT!ON SYSTEMS (Section 5.0)

The prime users of land information are local officials, planners and decision makers in
village, district, and state authorities. Private developers and housing loan agencies
require access to much of the same information, while individual landowners need access
to specific information about their real estate. Finally, central government has a need for
periodic reports to define land policies, improve administrative procedures and draft new
legislation.

There are many other organizations that could make use of much of the same informa-
tion including fire, police, ambulance services, environmental protection, flood prevention,
etc. These interests should not be overlooked in maximizing the benefits of investment
in land information.

The lack of urbar land information is a major cause of ineffective urban administration
and of distortions in land prices. Some of the deficiencies of the present situation include:

® Cadastral svrveys are based on local plane rectangular grids for each village or sub-

district that do not interconnect properly and introduce unacceptable errors in scale
and orientation for larger cities.

® Land titles lack current and complete records.

®  Valuation of agricultural land for tax assessment is required to be undertaken only
at thirty-year intervals. The resources necessary to value properties in urban areas
at appropriate intervais have not yet been provided.
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m Master Plans often have not been updated by local development authorities to reflect
the dynamic evolution of cities.

Until recently, awareness of the potential benefits of systematic land information man-
agement (LIM) has been almost entirely limited to research and teaching institutes and
technical departments of central government. This interest is now being translated into
plans for operational trials. Interested parties are to be found in almost every central
government ministry, but no government department has been given the responasibility
and authority to coordinate LIM activity.

There appears to be a real danger that central government projects will become tech-
nology-based and data-driven instead of local, user-driven and functionally-based. As the
need for land information is primarily at local and state levels, it will be eseential to
determine real user needs at these levels and provide training and resources for
decentralized implementation of LTM.

The implewmentation of a locally-based land information system should seek to strengthen
the institutional framework of local authorities rrsponsible for land administration by
carrying out indepth studies of user needs, by identifying and defining the administrative
functions that have to be performed, and by using the introduction of modest computer
technology as a facilitator of greater administrative efficiency.

OTHER CONSTRAINTS AND ISSUES (Source 6.0)

In carrying out this sssistance, the team identified other constraints and issues that can
be summarized as follows:

w Availability of Infrastructure. The lack of main infrastructure is a very important con-
straint on urban land delivery. Only the large development authorities and a handful
of large real estate companies have the ability to mobilize resources for main infra-
structure works.

Skills and Manpower. There is a general deficiency of skills and trained manpower
at the state and local level in various areas related to land management and
regulation. This problem hampers all government planning, control, and development
efforts.

& Nagative Experiences with Sites and Services. After a few negative experiences in
some states, the sites and services approach has fallen into disfavor and has been
largely abandoned as a viable lower-cost shelter solution by public sector agencies.

w Management of Govemment-Owned Land. There is no mechanism available to bring
prime, under-utilized tracts of public land in central city areas into more productive
use.

s Environmental Regulations. There are no environmental standards nor controls

applied to urban development at the national level and in the states visited by the -

study team. . , :
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OVERVIEW AND RANKING OF CONSTRAINTS (Section 7.0)
The constraints on efficient functiening of urban land markets may be ranked as follows:

Very Important

1

Cumbersome land regulation procedures and rigid standards. The relationship
between government and private developers is largely adversarial. Planning controls
retard the delivery of land for urban use through delays in the master planning
process and lengthy reviews for conversion of land to urban use.

Non-facilitation of private land developers. Individual owner-builders and petty
entrepreneurs dominate the urban land development market at present, especially
for residential development. A policy environment favorable to the operation of
private sector land development companies does not exist.

Lack of financial resources for main infrastructure to service land. A new program
within HUDCO makes financing available to local bodies for urban infrastructure.
This financing window has made a contribution to improving the supply of urban
infrastructure for new developments. In addition to this, efforts are needed to
improve municipal revenue mobilization for infrastructure.

Medium to High Importance

4.

Urban Land Ceiling and Regulation Act. ULCRA is not at the top of the list because
landowners and developers have found many ways to circumvent its provisions.

Medium Importance

5.

Land Acquisition Act and Procedures. Making public land acquisition more efficient,

_ especially by providing adequate and timely compensation, would help reduce distor-

tions in the land market caused by owners trying to evade expropriation and would
increase the rate at which land is supplied for low-income housing.

Inefficient management of government-owned land. Where significant quantities of
government land are tied up in obsolete and inefficient uses, the utilization of these
for lower-income housing might reduce demand pressure on the overall land supply.

Low to Medium Importance

7.

Inadequate land information and registration systems. The findings of this study .
indicate that the basic information needed by land sellers and buyers, real estate
developers, and government land development agencies (i.e., prices, ownership and
regulations) is available, albeit not easily.

A\



1.0 INTRODUCTION

This report was prepared for the USAID Mission in India and the USAID
Regional Housing and Urban Development Office in Bangkok. The field work and report
preparation were carried out by a consultant team consisting of Alan Carroll, Team
Leader and Urban Land Specialist, Robert Olsen, Urban Planning Specialist, and John
Leatherdale, Land Information Specialist. Field work was carried out from late August
to mid-September 1990. The team was based in Delhi. Carroll spent three wzeks in India
including two days each in Ahmedabad and Lucknow. Olsen and Leatherdale both spent
two weeks in India and visited Ahmedabad and Lucknow for one day each. Leatherdale
also made a two-day trip to Dhera Dun to visit the Survey of India and the Indian
Institute of Remote Sensing.

As per the Scope of Work (SOW), this report reviews several major constraints on the
efficient operation of the urban land market and urban land delivery. An efficient land
market is one in which land not needed for direct public uses (e.g., roads, parks, public
schools) is allocated and developed largely by the private sector in response to market
forces and price signals. While government intervention in urban land markets is needed
to fulfill certain objectives, government control over the allocation, privacy, and utiliza-
tion of land also creates serious inefficiencies, e.g., restricted supply of residential land,
.higher land prices, higher locational cnsts (such as travel distance), and higher costs of
servicing.

The Scope of Work gives primary emphasis to three constraints: the Urban Land Ceiling
and Regulation Act, land information systems, and land development regulations. The
consultants were also asked to identify other constraints and to rank the constraints in
order of importance. The SOW explicitly excludes financial constraints. In this report,
financial constraints are placed in context but are not analyzed in detail.

The SOW requested that quantitative evidence of the impacts of constraints be presented
as far as possible. The consultant team found that this type of quantitative information
is not readily obtainable. Compiling it would require time and effort far beyond that
available for this report. : )

The team reviewed a number of previous studies of the impacts of the various land
market constraints. The approach taken in this report is to note very briefly the key
points of previous studies and to concentrate on assessing the most recent trends based
on interviews and newly-gathered documents.

This report is one of several commissioned by USAID on land development in India. One
already prepared deals with formal serviced land delivery in Delhi. Two others being
prepared simultaneously to this one cover serviced land delivery processes in several
other cities and public-private partnerships.

The team thanks all the persons interviewed (see Annex 2) for providing valuable
information. Special thanks are due to Charles J. Billaad and Nabaroon Bhattacharjee,
of USAID/India; Dinesh Mehta, of the School of Planning in Ahmedabad; and S.K. Garg,
of ELDECO Housing & Finance Ltd., Lucknow, for helping to clarify complex issues and
arranging many useful interviews.

A



2.0  POLICY CONTEXT

"The National Commission on Urbanization of 1988 strongly criticized govern-
ment policies for having failed to ensure an adequate supply of urban land. It is worth
quoting the NCU report at length to show how severe the NCU judged the urban land
problem to be. Here are some excerpts from Vcl.I, Chapter 1, "Issues and Strategies"
(p.8):

Poesibly the most disastrous feature of tha past four decades of urbanization in India has been our

tragic failure to anticipate the rising demand for urban land, and thus be able to ensure an adequate
supply at affordable prices. In this the worst sufferers have, of course, been the urban poor.

The growth rate of India’s urban population has never been matched by appropriate interventions
to ensure the production of urban land at the right time, place, and price.

The results have been catastrophic. Land has become an extremely scarce and expensive commodity,
with a fatal mismatch between people’s incomee and land prices. Households’ savings have had to
be diverted from other critical uses to meet the most modest shelter needs. Within the urban sector
itself, household funds which could have flowed into paying for a range of urban services, such as
water, sewarage, and transportation, have been pre-emptad by grossly overpriced land. As a result,
the provision of these services has itself greatly suffered.

The crippling shortage of land forced many of our citizens, both sellers and buyers, into a disrespect
for the law. Black money has proliferated, corruption has become rife, and moral values have been
severely eroded.

Inevitably, the poor have been affected most of all. With legal, institutionalized, and simplified access
to urban land at affordable prices effectively denied to them, they have had to take recourse to the
only option available—illegal occupation of land. .

Chapter 6 of the NCU report ("Land as a Resource", Vol.II, €.4.2) goes on to say:

As an offshoot of the development of a land market which is highly distorted, there is the ever-
increasing encroachment on public land and the mushrooming of unserviced, unplanned,
unauthorized celonies. This picture is universal to all urban centres of any reasonable size in India.
Even where a master plan exists and there is a policy to allot land to ths poor, so little effort has
actually been made in this behalf (sic] that the poor continue to encroach and the middle class to
build uneuthcrizedly. So long as government fails to ensure easy and affordable access to land und
so long as the policy is to regularize that which is illegal, every city planning effort will fail. The
message to the citizen is loud and clear: criminality pays because the l¢gal option does not exist. It
is in the large-scale criminalization of the average town dweller in the matter of land that we have
a major urban crisis aud a situation which bids fair to neutralize all attempts at rational city
planning and management.

The NCU report made numerous recommendations for improving the management and
delivery of urban land. Although only some of these have been acted upon—i.e.,
legalization of squatter areas in some cities, revision of building and land development
standards in some states, and creation of a loan fund for urban infrastructure (within
HUDCO)—it is worth reviewing them briefly to indicate the breadth and depth of issues
and suggestions covered.

® Damand estimation: The annual demand in each city for land for various uses -
should be estimated.



®  Provision of services and job opportumtxes. Government must: mtervene to

extend mumclpal infrastructure for the provision of serviced land. and to provxde;f:,

access to jobs in newly urbanized areas.

® Vacant land tax: Vacant and under-utilized urban land should be taxed heavxly to

curb speculation and force its productive use.

s Mandatory development of vacant land: Legislative mechanisms should be used :

to compel the development of land for special purposes such as low and middle

income housing, with application not only to private owners but also to government -

owned land.

® Redeveclopment of land with obsolete uses: Large tracts of land in prime urban
locations are locked up in obsolete and uneconomic uses, which often include govern-
ment-owned facilities. These lands should be released for redevelopment.

® Jllegal occupation: Unauthorized and illegal occupation of land should be ap-
proached with "humanity and understanding”. Slum upgrading programs should be
expanded and accelerated.

8 Regulatory system: "The Commission feels that urban India is over-regulated, with
laws and rules which inhibit enterprise rather than encourage it." "The laws and
regulations pertaining to property development, sale, and mortgage need to be
modified to remove cumbersome and dilatory procedures, simplify transactions, and
encourage an active land market."

® Data base: Land records systems should be modernized, including maps and records
of ownership rights.

® Design standards: Building and land development regulations need to be revised
to make legally-provided shelter affordable in the present economic context.

m Sites and services: Sites and services should be viewed "not as a way of helping the
poor alone but as a way of increasing the supply of serviced land to the entire cross-
section of society". Sit<s and services programs should be exterided and encouraged
in the joint (public-private) and private sectors.

In the section on "Financing Urbanization" of Chapter 1, the NCU made the following
recommendations related to land development: property taxation should be improved to
generate more resources for urban infrastructure; betterment taxes should be used;
charges for services should be based on full cost recovery; and new institutions should
be created to finance urban development, namely a National Metropolitan Development
Bank and a National Urban Infrastructure Development Bank.

The NCU report criticizes the practice of large-scale government land acquisition as in
Delhi because (1) the distributicn of land is not equitable, (2) it is conducive to wasteful
use of land in favor of "influential sections of society”, (3) monopolistic zontrol of land
tends to promote land price inflation rather than reduce it, and (4) mecagement and
administrative limitations cause land to be released too slowly in relation to demand
{Vol.II, 11.6.8)



Although the NCU repott, states in"“se'\'éi‘é.lblace's:thét the land market shdﬁl'dibe_inadé: o

more free, the recommendations for accomplishing this are limited to the reduction of

burdensome regulations.

The NCU stops short of explicitly advocating a Hbefdlization of policy to allow gréatér use

of price signals or a larger role for private sector developers.

The NCU report repeatedly states that governinent intervention in the land market is -

essential because the low elasticity of the supply of urban land gives rise to hoarding and
speculation, which place land out of reach of lower-income groups. Government must
intervene to help supply land to the poor, either through fiscal measures or direct acqui-
sition and allocation. :

None of the documents reviewed or persons interviewed for this report—except private
developers—advocated a significant liberalization of policy towards the use of market
mechanisms for pricing or allocating land. The suggestions for reforms tend to revolve
around changing the intervention and regulation mechanisms, not reducing them. In fact,
the current debate on urban land includes serious advocacy by some senior people of land
rationing, in which households would be allocated land administratively according to
need.! The basic argument is as follows: Previous intervention mechanisms for delivering
land to the poor? have failed for various reasons. This has resulted in pressure to rely
more on the private sector and market forces.> However, market mechanisms cannot
assure a supply of land to the poor because urban land prices will always remain too high
for the poor to afford, except in undesirable locations. It is unrealistic to expect that
satiating the demand for urban land for high- and middle-income housing as well as
speculation through market mechanisms would solve the problem, because there is not
enough urban land available to satiate these demands. Therefore, a government-
administered system of land rationing is needed.

Although few "opinion leaders" advocate land rationing as the best solution, most agree
with the argument that the demand for urban land as an investment is virtually

1See, for example, Mulkh Raj and Kiran Wadhva, "The Distributional Aspects of Urban IAhd",
Paper presented at the Indo-French Seminar on Urban Planning and Housing, HUDCO, New Delhi,
18 January 1990. L

3Slum clearance and improvement; slum upgradation; provision of secure tenure; sites and services;
land banking and allocation; land readjustment; reservation of land in housing schemes for the poor;
and ULCRA.

Debate on the participation of private developers in land development is currently taking place
at all levels of the Indian government. At least within central government circles, there now exists a

widely-held view that activities of legitimate private developers should be encouraged. While abating

at the center, involvement of the private developer in the provision of housing and serviced land
remains a hot issue at the state and local level, where ultimate responsibility for planning and
implementation decisions on land development still resides. Clearly, there is yet no unanimity of
opinion at this level regarding the benefits to be gained from private sector involvement in the
provision of shelter.



unlimited, making it essential for government to control the supply of land to curb
speculation and redistribute land to lower-income groups. The notion that land price
inflation may be caused in large part by government policies that restrict the supply of
land and channel private capital into land does not seem to be taken very seriously.

The draft National Housing Policy (May 1990) emphasizes that government should focus
its efforts on facilitating the provision of inputs for shelter that households and private
entities cannot easily supply, namely infrastructure, financing, and large-scale land
assembly.

The draft Housing Policy states that government should assume direct responsibility for
improving housing conditions for lower-income people and other disadvantaged groups.

Regarding land, the draft Housing Policy makes the following key points:

B  Government should intervene to prevent the concentration of land ownership, to curb
speculation and profiteering in land, and to make land available to the poor.

® The Urban Land Ceiling and Regulation Act (ULCRA) should be amended to remove
its inhibiting effects without diluting its social purpose. ' ERi

A vacant land tax should be imposed at the local level, with the proceeds used for

Shelter Fund.

% Urban lands being kept by government policy in uneconomic or inefficient .uses
should be recycled. < o

® Land development standards and regulations shogld be revised to redpce’s_heltér cost.

® Improved land information and registration systems should be introduced in urban
areas. _ ,

® A specialized institution should be set up to finance urban infrastructure to increase
the supply of serviced land.

" The Land Acquisition Act should be amended to enable public agencies to take
possession speedily and to assure prompt payment of proper compensation to owners.

@ National legislation permitting ownership of "condominium" apartments in multi-
story buildings should be enacted. This would help increase the supply of such
solutions, which would help make urban land development more efficient.

The draft Housing Policy does not make any explicit references to promoting market
mechanisms or enhancing the role of the private sector in urban land delivery.

AV



‘3.0 URBAN LAND CEILING AND REGULATION ACT
The Urban Land Ceiling and Regulation Act (ULCRA) of 1976 has been applied
in 70 cities with 1971 populations of 200,000 or more (see Annex 1). The covered cities
were divided into four categories based on population. Each category had a land
ownership ceiling and a specified peripheral zone within which the Act would apply.
Category A consisted of the four largest metropolises (Bombay, Madras, Calcutta, and
Delhi), with a ceiling of 500 m® and a periphery (measured normally from the Corporation
limit) of 8 km. Category B consisted of five cities (Ahmedabad, Bangalure, Poona,
Hyderabad, and Kanpur) with a ceiling of 1,000 m?® and a periphery of 5 km. Categories
C (31 cities) and D (30 cities) had, respectively, ceilings of 1,500 m® and 2,000 m? and
peripheries of 5 km. and 1 km.

3.1 IMPACT OF ULCRA ON LAND DELIVERY

ULCRA is widely acknowledged to have failed in accomplishing its main objec-
tives, which ere (1) to redistribute land, (2) to prevent speculation in land, and (3) to
facilitate the use of urban land for low-income housing. Up-to-date statistics on the appli-
cation of ULCRA are not readily obtainable. The most recent published data are up to
May 30, 1986 (see Table 1). At that point, 10 yearr after the passage of the Act, 166,138
ha. had been classified as surplus by the States and Union Territories nationwide. Of
this, 14,589 ha. (9 percent) had been “notified" as vesting with government. The vast
majority of this land is concentrated in the six states of Uttar Pradesh, Maharashtra,
Andhra Pradesh, Madhya Pradesh, Karnataka and Rajasthan. Of this, only 3,854 ha. (2.3
percent of the land classified as surplus) had been physically taken over. Finally, only
621 ha. had been used for the construction of housing. As of early 1990, according to the
Ministry of Urban Development, the amount of land classified as surplus had risen to
212,649 ha. and the amount taken over had clirabed to 9,946 ha. The area used for hous-
ing remained less than 1,000 ha.

The main reasons for this poor record are:

® The low level of compensation set in the Act (Rs. 10/m2 for A and B cities, Rs. 5/m2
for C and D cities, plus 8.33 times the average net annual income from the land, if
any, over the previous five years), which caused much litigation and evasion of the
ceilings.

®  The relatively liberal granting of exemptions in some States, as well as manipulation
of the exemption process and the filing of suits for exemptions based on hardship or
public interest (under Section 20 of the Act).

8 Administrative ineffectiveness and inefficiency.

®  The fact that much of the "excess" land to be taken over was in small, fragmented
pieces, which made it difficult for public agencies to use it for housing.

“The populations of 70 cities were not veadily available for this report. Published aggregate data
from the census, NCU, and other sources cut the urban population at city sizes of 1 million and
100,000. In 1981, the share of urban population in cities of 1 million or more was 27 percent, and the
share in cities of 100,000 or more was 60 percent.
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The above data clearly show that ULCRA has not redistributed land or produced lower-
income housing. In addition, many observers believe that ULCRA has helped to foster
higher rather than lower land prices in urban areas.’ This is attributed to a reduced
supply of urban land caused by provisions in ULCRA prohibiting "excess" land from being
transferred (Sections 5 and 10) and requiring notification to the government before any
other urban land transfer (Section 26). One study of ULCRA’s impact in Ahmedabad®
argues that ULCRA "created a psychology of scarcity in the [land] market" and that it
helped concentrate control of land in fewer hands because "the process of acquiring land
under the Act has become so complicated and costly that it requires special skills".

Hard data on the amounts of land classified as surplus, exempted, and taken over at the
city level are not readily obtainable from district or state ULCRA offices. No one knows
how much land is tied up in ULCRA-related litigation. Conclusions have to be drawn
from interviews and case studies.

According to discussions with knowledgeable people, the effect of ULCRA on the supply
of urban land for shelter seems to have been mixed. ULCRA has certainly made it more
difficult to acquire and develop parcels of land larger than the ceiling sizes, but the
degree of additional difficulty is uncertain. The larger real estate developers have been
able to circumvent ULCRA by manipulating the administrative process. A common
method is to use the exemption for housing cooperatives (Section 19). It is a normal
practice for private developers to take the lead in organizing and managing housing
cooperatives in order to obtain land and financing. Often these cooperatives are false
fronts. Discussions with large developers indicate that they view ULCRA as a nuisance,
but not as a primary impediment to obtaining and developing land.

In more built-up areas, a common method of evasion of ULCRA has been to stretch the
designation of "built-up" property, which is exempt. Land owners have also demolished
buildings (especially old bungalows with low FAR) on land previously exempted as built-
up. This is supposed to be controlled by government, but enforcement has been lax.

To a certain extent, ULCRA has probably reduced the access of smaller real estate
developers and builders to urban land, by increasing land and administrative costs. The
discretionary decision-making powers given to government under ULCRA are often
blamed for creating much greater opportunities for corruption and delay in the develop-
ment process (see Wadhva 1988 and 1989).

®This view is held by the National Commission on Urbanization (see NCU Report Vol. I, p. 21;
NCU Base Paper on ULCRA, p.3; and Vol.IV, "Report of the Working Group on Self-Financing
‘Mechanism”, p.94).

®Kiran Wadhva, "An Evaluation of Urban Land Ceiling Act (A Case Study of Ahmedabad)", in R.C.

Sharma, ed., India’s Urban Land Policy and Development Finance, New Delhi: Seema Publications,
1988, pp.195-211. ’
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One or two studies,” as well as persons interviewed for thm report, suggest that a large
number of vacant plots in urban areas are unavailable for development because they are
under litigation related to ULCRA.

By restricting the supply of developable land, ULCRA is said to have caused development
to "leap-frog" beyond the area of the Act’s coverage to locations farther away, resulting
in a more inefficient development pattern. Field work for this report did not uncover any
studies documenting this. Persons interviewed in Ahmedabad and Lucknow did not cite
ULCRA as a major cause of peripheral urban sprawl.

Implementation of the Act has varied from State-to-State. Some States granted
exem ptions liberally, so that much of the land initially reported as "surplus” reverted to
the original owners. Section 20 of the Act allows exemptions to be given if the
government considers it "in the public interest” or if there is "undue hardship”. Section
21 permitted exemptions during the first 1,139 days after the Act's passage for
landowners who declared that the land would be used for housing schemes for "weaker
sections”. According to data in an NCU report (Base Paper on ULCRA), as of May 1986
40,419 ha. had been exempted nationally under Section 20, which is more than 10 times
the amount of land physically taken over by government under the Act. Exemptions
under Section 21 totalled 3,445 ha., almost equal to the amount taken over. (Note: data
do not include Tamil Nadu.)

More than half the land exempted under Sections 20 and 21 was in the State of Gujarat
alone. Other States with relatively high exemption levels were Karnataka, Madhya
Pradesh, Maharashtra, and Uttar Pradesh.

In general, it seems that ULCRA has reduced the supply of land, but its major effect has
probably been more to increase the "friction” of bringing land onto the market than to
keep land off the market entirely.

3.2 AMENDMENTS TO ULCRA
Among Indian »fficials and researchers, criticism of ULCRA focuses on faulty
implementation provisions and weak administration, but not on the Act's fundamental
premises (i.e. urban land reform). These are widely viewed as wvalid. ULCRA’s
contribution to reducing the supply of developable urban land is not seen as a significant
probiem except by private developers.

Indian officials and policy analysts interviewed for this report do not interpret ULCRA’s
failure so far as an indication that government regulation and intervention in the land
market does not work. Reform proposals focus on improving the implementation of
ULCRA, not on reducing its scope.

oo o cample, Wadhv' 1560 rpt o Abmadad.
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Government officials as well as local experts agree that ULCRA should not and will not
be repealed. The draft Housing Policy of the Government of India (May 1990) calls for
making amendments in ULCRA “to remove the inhibiting effects of urban land ceiling
legislation without diluting its social purpose”.

The Ministry of Urban Development is currently considering amendments to ULCRA

which would make the Act, as one official put it, more "constructive". The main changes

being considered are:

s Deleting most provisions for exemptions, and making any remaining exemptions
automatic rather than discretionary.

s Increasing the compensation.

s Allowing land owners to develop their surplus land for lower-income housing directly,
with minimum government control (rather than taking over the land and handing
it over to public agencies, as is currently required) during a period of five years, after
which undeveloped surplus land would be expropriated.

s Imposing a strong vacant land tax, the proceeds of which would be put in a special
fund for provision of lower-income housing. '

The third proposal depends on the willingness and ability of land owners to cooperate.
Owners of larger parcels might undertake development, but one suspects that owners of
smaller parcels would remain unwilling or unable to do so (due to lack of {inancing or
non-usability of their "excess" land). The proposed approach would still require a large
government regulatory apparatus. Even if it works, the approach is flawed in requiring
that all the land be developed for low-income housing within a short five year period.
This would in theory glut the market within five years and leave no land for development
afterwards.

The proposed vacant land tax has been strongly advocated by t".3 NCU and other
observers. The problem is that such a tax will be very difficult to implement given the
weak existing systems of property valuation and tax collection, which are administered
locally.

3.3 COMPARISON WITH CITIES NOT UNDER ULCRA

The Scope of Work for this report asked that a comparison be made, focusing
on land allocation and cost, between two large cities falling under ULCRA and two small
cities not subject to it. This analysis has not been possible due to the lack of readily
obtaineble land market data. The consultant team visited Ahmedabad and Lucknow, and
one member of the team visited a small city near each (Kalol, a municipality of about
85,000 30 km. from Ahmedabad and Sitapur, a municipality of about 140,000 90 km.
from Lucknow). It is very difficult to draw any conclugions about the land market in
these cities compared with the large ones. Apart from the lack of data, the small cities
visited were growing slowly and did not have dynamic land and housing markocts. In both

*{ndividual states would still have to enact the amendments, based on broad guidelines adopted
at the national level. R
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of the small cities, the main constraints on land delivery seemed to be the lack of main
infrastructure and the lack of financing for public low-income housing schemes. There
were no private sector formal land developers operating in either city. In Kalol, which
comes under the jurigdiction of the Ahmedabad Urban Development Authority, a develop-
ment permission system exists. In Sitapur, there is no land use plan and no development

control system.
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4.0. 'LAND REGULATIONS AND STANDARDS

-4, INTRODUCTION
. Regulations affecting land markets have been studied by GOI, international
organizations, and local research agencies. The India Urban Strategy Statement prepared
by USAID identifies the following problems:
® [Inflexible and costly site development and building standards.
®  Tortuously slow and demanding government reviews of development applications.

® Cumbersome procedures and heavy duties and fees entailed in processing land title
changes.

This section of the report assesses the constraints to the provision of urban land resulting
from the government review process and from development standards. Each sub-section
below will have the following format:

8 Description of constraints

® Estimate of the impact on land availability

® Estimate of the impact on private developers
®  Response of private developers to constraints

4.2 ADMINISTRATIVE PROCEDURES
All activities relating to land development take place in a well established
environment of control and regulation by government. The relationship between govern-
ment and private developers is mostly adversarial. If government is to take on the role
of facilitator in urban development, this relationship will need to be changed to one of
cooperation and support.

While recent studies and policy statements recognize the shortcomings of present laws
and regulations, proposals to improve the situation tend to be for modifications to
regulations rather than relaxation or reduction in regulation of land development
activities. It is safe to assume thut activities undertaken in the area of land development
will continue to be in a highly regulated environment.

While the:e are national bodies that set land development standards, these are advisory
to local development authorities and municipal corporations that establish their own
standards and administrative procedures for development control. As a result there is
considerablo variation in procedures and regulations between different cities and states.
Responsibility for development control also varies considerably in different locations
depending on local conditions.

Inefficient administration of development control procedures is the main source of prob-
lems within the system. Constraints include: .

= Delays. Regulations usually set a limit on the length of time (e.g., 90 days) regula-
tory agencies, such as urban development authorities or municipal corporations, have
for review of development applications. While some are processed within this time

0
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limit, discussions with developers and consultants indicated that the process often
takes much longer, sometimes as much as 18 to 24 months. A common practice is to
reject the application just before the prescribed time has elapsed, and then start pro-
tracted negotiations with the developer.

Inconsistent application of standards. Standards are applied in an arbitrary
manner in some cases thus creating uncertainty for applicants. It is felt that this
happens because staff of reviewing agencies are inadequately trained.

Opportunities for corruption. Since the magnitude of money involved in land
development is high, there is always the potential for illegal payments to expedite
processing and obtain special favors.

High risk for private developers. In some jurisdictions, there are no procedures
that would permit a developer to obtain preliminary approval of development plans
before the assembly and purchase of a site. In countries with an active private sector,
it is poseible to obtain an option to purchase land pending approval of zoning changes
or development plans. If the application is rejected, the developer loses only the costs
of the option and proposal preparation but has not made a major commitment for
land purchase. In some cities, informal arrangements can be made similar to an
option to buy.

Inefficiencies in the development review process affect not only the rate at which serviced
land comee on‘o the market but also the amount of serviced land available. The impact
is more on the quality of land being made available than the quantity since there is
substantial informal development taking place outside the development review process.

It is not poesible to quantify this impact, which certainly varies in different places, but
it is felt to be substantial. This is an area for further research. More information is
needed en the following impacts:®

Reduced supply of formally developed land. The uncertainties and costs
involved in obtaining official approvals of subdivision plans discourage private
developers from participating in the process. Public development agencies usually do
follow procedures but not without delays.

Increasad inferma! end non-conforming development. Because of ineffective
enforcement and weak penalties for development outside the system, there is not
much incentive for developers to make application for development approval. There
appears to be a high degree of social acceptance of informal land transfer and
development that helps to perpetuate the present illegal practices.

Unservicod or poorly serviced urban land. Much of the land that is developed
informally does not have adequate services. These must be added at a later date at
increased coat with veduced opportunities for cost recovery.
Lack of land for community facilities. In informal developments there is usually
little land reserved for besic community facilities and open space.

*The soon-to-be complatod study on land delivery processes commissioned byUSA!Dmay

contributo to knowledge on this subject.
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Inefficiencies in the public sector development review process produce a significant
negative impact on the private sector. As indicated above, this adversarial relationship
has few incentives to encourage private sector participation. Also, different standards are
applied to private development as discussed in the section on land use standards (below).
The degree of impact varies depending on the size of the private development organiza-
tion:
® Large developers. A small number of large private development organizations in
metropolitan areas have the expertise and influence needed to deal with the review
procedures successfully. Anticipated delays and fees (formal and informal) are
calculated into the schedule and costs as part of doing business.

& Medium and small developers. Smaller organizations and individuals do not have
the same resources as the larger groups and are, therefore, not able to deal with
reviewing agencies as effectively. In fact there appear to be very few medium-size
private developers active in formal land development. With more limited funds, the
risks of rejection after land has been purchased and the costs associated with official
review would appear to be too great for many smaller firms.

Private land developers have responded to the above constraints in a number of ways
depending on their resources and types of developments. Some of these include:

= Development outside formal controls. As indicated above, the system of weak
enforcement and social acceptance has made it possible for many smaller real estate
agents and developers to work outside the formal system.

s Informal payments. Those who submit applications for review sometimes make
illegal payments to officials to assure efficient processing of their application and
even sanctioning of non-conforming conditions.

®  Joint ventures or partnerships. Some large developers have entered into partner-
ships with development authorities for the rights to develop land. These associations
with the reviewing agency have helped to expedite the review process.

4.3 PLANNING CONTROLS
To bring new lands into urban uses under formal procedures, the land use
designation must be changed from agriculture to urban. Since this change can have a
dramatic impact on the value of land, it is an activity subject to manipulation and polit-
ical influence.

Within the boundaries of urban areas, this change of use is accomplished through the
master planning process. In areas beyond the urban limits, changes are approved on a
case-by-case basis by the local government agent (Collector) responsible for land registra-
tion. Inefficient administration in both of these situstions results in constraints on the
availability of land for urban development:

"  Delays in the master planning procesg, It is by the master planning process that
agricultural lands within the limits of metropolitan areas are designated for develop--
ment for various urban uses. Master plans are intended to guide development over
a 15 to 25 year period but are often not officially approved until well into the period
they cover. In some cases, approval is delayed by as much as 8 to 9 years. This can

Vv
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delay bringing needed land into the urban market for both public and private

development. .

'®  Lengthy review process. Up to 7 or 8 "No Objection Certificates" from different
 agencies may be needed to allow a piece of land to be developed for urban use. In

rural fringe areas, the change of use must be approved by the Collector, whose office

gsually has no expertise in urban planning and no guidelines for making such
ecisions. '

The impacts of planning controls are different depending on the type of area. Some of the

impacts include:

8 In designated urban areas, delays in approval of the master plan can hold land out
of the market that would normally be urbanized by market forces. This constraint
can impact both the public and private sectors and drive up the price of approved
land resources.

® Even when the master plan has been approved, it can adversely affect land supply.
There are indications that traditional master plans have designated more land for
non-residential public use than can be developed by governmeat, thus taking away
land that could be used to meet housing needs. In practice, some of this land is put
into residential use through squatting or informal development.

® In areas outside urban boundaries, the uncertainty of obtaining approval for a
change of use may discourage legal development particularly by private developers
who must purchase the land before making application for a use change.

The private sector is under the same constraints as the public sector in the declared

urban areas since they must compete for land that has been officially designated for

urban use. The utilization of land is quite closely controlled by development authorities
and "sanctioned" for use by private developers after an often very lengthy review process.

In areas outside the urban boundaries, there are negative impacts on private develop-

ment including:

s Lengthy approval process. As indicated above, the approval of land use changes
can be a long and arbitrary process. A developer must be willing to push an applica-
tion through the system and possibly make payments to assure efficient handling by
the local authority. :

® Increased risk. A developer is at risk since he must purchase the site before
making application for a use change with no assurance that the application will be
approved.

The response of private developers, particularly gmaller- and medium-sized ones, to these
constraints has been to avoid the formal review procedures and develop new lands
illegally. This is particularly true in outlying districts.

4.4 LAND USE STANDARDS
States are beginning to revise their land use standards in order to make legal
shelter solutions affordable to lower-income groups. One study by the World Bank
showed that a dwelling unit developed to official standards in Uttar Pradesh was

v
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affordable only to the top five percent of households.'” There is considerable variation
in standards since they are adopted at the local level but often with direction from state
planning agencies. National agencies prepare advisory development standards as guide-
lines for local planning authorities.

There is a dual system of standards at present. National financing organizations such as
HUDCO and the National Houging Bank have esiablished standards for projects targeted
to the Economically Weaker Sections. These¢ sizndards have been primarily for public
developments, but are now being applied to a limited number of private projects. These
projects often require special exemptions since the reduced standards are in conflict with
those of most local agencies.

While the more efficient standards are included! in the Naticnal Building Code and have
been adopted by some states and local development authorities, private developers are
usually not permitted to use these standards for their projects. The minimum size plots
from different standards and for both public and private developments are shown below:

MINIMUM PLOT SIZE (m°)
) PUBLIC PRIVATE =’

30 50
25 25 i
| Huoco 15 - i
Ahmedabad Development Plan 25 40 H
Lucknow Master Plan Decided by the Lucknow 90 I

Development Authority

The application of traditional land use standards determines how urban land can be
utilized. Constraints to efficient use of land include: ‘

" Lack of flexibility. Under traditional standards which require larger plots, itis not
possible to design. residential projects that will be affordable to lower-income house-
holds. .

® [nefficient use of land. Generous standards for circulation, open space and
community facilities result in a reduced amount of usable residential land and, there-
fore, higher costs.

The problems resulting from the application of traditional land use standards relate
primarily to the inefficient use of available land. At lower densities, more land will be
required to accommodate the expanding urban population, thus creating a greater

1World Bank, "The Affordability of Land Subdivision Legislation; Uttar Pradesh Case Study",
Urban and Water Supply Division, South Asia Projects Department, October 24, 1984. = . o
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demand for new land. Traditional standards have the following impact on utilization of . . -

land: - o -

® Inefficient use of urban land. Standards requiring larger plots and generous public
spaces use more land for urban growth. B N T

» Excess public land. Standards require that more land be reserved for public uses

than can be developed and maintained by public agencies. Some of this land could be
better utilized for residential needs.

® High development costs. The lower the density, the higher the cost per plot for
gervices. This adversely affects affordability and limits the population that can be
provided with infrastructure using limited government resources.

As described above, private developers traditionally have not been permitted to use lower
standards designed to serve the Economically Weaker Sections. The private sector has
not in the past provided much housing for lower income families, and in most cases, are
actually constrained from doing so. The costs of plots are also increased by the high
percentage of land required for public facilities thus limiting the amount of marketable
land and the number of plots.

Under past regulations, private sector developers had only the option of developing land
exclusively for the higher-income levels of the population. The other choice is to work
outside the formal structure, which many developers have chosen to do.
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50 -LAND INFORMATION SYSTEMS

" 5.1 TYPES OF LAND INFORMATION REQUIRED

; Certain information is considered essential for the effective functioning of
"urban land markets. Other types of information may be desirable but not vital.

Essential Information:

s Common Spatial Referencing. A common system of spatial referencing must be
used to ensure that different types of information relating to the same point or area
on the ground are correctly superimposed within acceptable accuracy tolerances. This
can be achieved numerically by relating each piece of data to a common re
grid coordinate, graphically by using the same base map, or by using common gpatial
units (such as each individual land parcel) identified by a unique parcel reference
number (UPRN). Ideally, all three methods should be used together.

s Land Tenure and Register of Land Transactions. Land title and other rights to
land (such as leases, tenancies, and mortgages) and their extent are required to
permit rapid identification of owners and other interested parties for collection of land
tax, payment of compensation for land acquisition, and enforcement of land use and
development regulations. This information needs to be updated with each change in
ownership, mortgage, lease, or boundary in order to keep the records current and
provide security of tenure to the owners. This gives the owners confidence to improve
their land and property and the necessary collateral to obtain mortgages.

s Land Valuation. Assessment of land and property value is required for taxation,
land acquisition, land transfer fees, and understanding of market prices and varia-
tions.

a Actual and Permitted Land Use. Actual land use and land use change is required
as a dynamic inventory of the current gituation and recent trends. These indicators
need to include quality of agricultural land, fragile or protected environments, and
types of urban land use such as industrial, commercial and residential (sub-divided
by income group, plot size or state of housing stock).

Permitted land use or development also needs to be recorded in order to enforce planning

and building regulations.

Other useful but less ess:ntial information relevant to serviced land delivery includes:

s Communication Networks and Public Access. The actual and planned road net-
work is required, and may eventually include state of repair, carriageway widths,
traffic flow and capacity. Location of rivers and railways may also be relevant to plan-
ning and land values, both as barriers and corridors for movement.

@ Records of Utility Services. The locations of utility networks (water, sewers, storm

drains, electricity, telephones), planned extensions, capacity, state of repair, etc., are

all necessary information for the delivery of serviced land. Only very general informa-
tion is required for this purpose (which streets the trunk lines follow and what capa-
city they have). To operate, maintain, and extend the utility services, much more
accurate location of underground pipes and cables (perhaps to 0.5 m) may be required

N
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'~ together with details of depth, pipe diameters, voltages, materials, etc. This is a
separate and massive task.
s Demography and Socioeconomic Data. Very useful analysis of supply and demand
for different types of housing could be obtained by superimposing spatially related

information on population densities and changes, income groups, etc. This may be con-
gidered a longer-term objective.

5.2 PRIME USERS OF LAND INFORMATION

The prime users of land information are local officials, planners and decision
makers in village, district, and state authorities. Private developers and housing loan
agencies require access to much of the same information. Individual land ewners need
access to specific information about their real estate relating to security of tenure and
prevailing land prices. Central Government has a need for periodic reports to define land
policies, improve administrative procedures, draft new legislation and allocate responsi-
bilities, priorities and resources.

The prime users of land information und their responsibilities and interests are sum-
marized in Table 2.

Detailed land information is required on a daily basis by village and district officials.
Periodic status reports are required at city and state headquarters for decision making,
planning and supervision. Even more generalized information is required by central
government ministries for policy decisions, administrative and legal reform, allocation of
resources and priorities, etc.

The NCU report of 1988 recognizes that in towns and cities "there are virtually no land
records” (Vol.II, 6.3.1), and recommends "that there ghould be a Settlements Survey of
India, separate from the present Survey of India, whose job would be to make scientific
surveys of land, and to classify and suggest the most appropriate uses for different types
of land".

Improvements in land information systems should be viewed as part of a larger effort to
make the institutional apparatus of land management-—e.g., revenue collectors, land
registrars, and land administratorr in the state governments—more efficient. In practical
terms, this means redefining responsibilities, simplifying procedures, and reducing the
number of entities involved. These institutional users need to be trained to make more
effective use of information.

The roles of the private developers, brokers, and individual landowners in the delivery
of land for development need to be recognized, and security-oriented restrictions on the
supply of land information to the private sector relaxed.

There are many other organizations not directly involved in the land market who could
make use of much of the same information including fire, police and ambulance services,
environmental protection, market research for commercial products and services, trans-
port operators, flood prevention, etc. These interests fall cutside the scope of this study

2
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but 'éh'ould not be overiooked in maximizing the benefits of investment in land information.

- 5.3 EXISTING SOURCES OF LAND INFORMATION :

The following sourcas of land information currently exist. The extent, content,
reliability and currency of these data, however, vary enormously from state-to-state:

= Satellite Imagery. The National Remote Sensing Agency, Indian Institute for Remote
" Sensing, and Survey of India have facilities for image analysis of Landsat and SPOT
satellite imagery. However, even the bast available imagery, SPOT, which has a ground
resolution of 10 meters, is inadequate as a source of land information except for very
generalized interpretation of land use categories, main road networks, areas liable to
flooding, environmental protection, etc. It is not suitable for designing infrastructure,
identifying individual dwellings, cr defining pruperty boundaries.
w Aerial Photography. Three organizations woduce aerial photography for the Survey of -
India: Lo
» The Indian Air Force
» The Wational Remote Sensing Agency
« The Air Survey Company of India, Calcutta (Private)

The Survey of India obtains aerial photography of the whole of India at 1:50,000 scale which
is repeated every 5-7 years. Despite security restrictions, this should be available to govern-
ment authorities.

Other users such as Development Authorities either obtain photography through the Survey
of india or commission it themselves.

It is standard practice to produce mapping from aerial photography by photogrammetric
methods with four to six times enlargement from photoscale to map scale. ‘

1,500 feet

2,500 feet
1:10,000 5,000 feet

Semi-controlled mosaics can be supplied as low-cost map substitutes, but these will not
be true to scale and will contain guite serious distortions, omissions or duplications of
detail if variations in ground heights exceed 1)) percent of the flying height.

Rectified mosaics and orthophotomeps that remove some but not all of these distortions
are significantly more costly and more time-consuming to produce. '
s Mapping. The Survey of India, located in Dehra Dun, under the Ministry of Science

and Technology, has been the national survey and mapping agency since 1767. It is
responsible for geodetic control and national mapping at 1:25,000, 1:50,000 and
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'smaliér‘scal»es, but also undertakes large-scalé city mapping and project surveys on
contract. '

A number of towns in Punjab have been mapped at 1:2,600 scale with 0.6 m. contours.
Otherwise, large-scale urban mapping has been limited to small surveys for particular
projects.

Maps of 1:25,000 scale and some 1:20,000 scale city guide maps are used for urban
planning in the absence of large scales.

Cadastral Surveys. The Revenue Office of each State Government is responsible for
surveying all property boundaries, maintaining maps with each land parcel numbered
and a list of current land owners, land use, and valuations. The surveys have been
carried out by chain or plane table for more then a century. The reliability,
completeness and currency of these surveys various considerably from State to State.
An example is shown in Figure 1.

In rural areas where boundary changes are infrequent and the local Revenue Office
officials use personal contact to monitor lana transfers and development, the cadastral
~ record books, but not usually the maps, may be reasonably complete and up-to-date.

Once land Las been released for non-agricultural use, the Revenue Office no longer
collects land tax. When this occurs, the municipality or local authority becomes
respensible for collecting building tax and water charges instead. This reduces the
incentive for the Revenue Office to continue to record changes in boundaries and
ownership.

The urban local autherities (Development Authorities and Municipal Corporations)
have not been able to allocate the manpower and resources required to monitor and
control the much more frequent changes of land use and development in urban areas.

In Ahmedabad, the cadastral maps have been reduced by pantograph to 1:7,962 scale
to provide the base for the Master Plan.

Registration of Deeds. A separate state government department, the Registrar’s
Office, is responsible for recording land transfers by registration of deeds. These
registries certify land transactions submitted to them within about a month. In Uttar
Pradesh, there is a stamp duty charge of 15 percent of the value of the property plus
Rs. 22 per registration. Court fees are Rs. 3,000. There are no procedures for regis-
tering transactions which are not voluntarily notified. There is no formal exchange of
information between the land registries and the land records offices. An increasing
proportion of land transfers are thought to be carried out informally or by legal
devices such as sale of powers of attorney that avoid these registration fees. The
consequence of this is that buyers do not obtain fully legal titles but only quasi-legal
rights, or no legally-enforceable property rights at all.

Planning Information. Information relating to actual and permissible land use
appears to be fragmented, incomplete, unreliable, and generally years out-of-date.
Such information may be held by Development Authorities, Municipal Corporations
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and other local authorities. Some academic institutions such as the School ofPlanning,
Ahmedabad, and the Indian Institute of Remote Sensing, Dehra Dun, have been able
to carry out useful case studies by assembling existing information from various
sources. These institutions also undertake local data collection by interpretation of
satellite imaging and aerial photography supplemented with some ground verification.

Sociceconomic and Demographic Information. Census information is collected
by ward (sub-District) and could be used to provide some spatially related socioeco-
nomic and demographic information. No evidence has been found to indicate that this
has been done other than experimentally.

Field Data Collection. Systematic collection of data in the field is normally adopted
for verification of information interpreted from satellite imaging and aerial photog-
raphy. Site visits to monitor and enforce planning permits and building regulations
could be used to collect systematic informatien in this way.

Infrastructure Records. Some diagrammatic records of planned or constructed
highway networks, water distribution pipes, sewers, storm drainage, electricity cables,
etc., are drawn on copies of the cadastral maps where available. The actual location
of buried services, details of pipe sizes, dates of construction, materials, etc., appear
to depend entirely upon the recollections of long-serving mombers of the respective
utility services.

Records of Planning Applications and Building Permits. Records of authorized
development and ¢ ."struction do not appear to be recorded in a manner that could be
used to record change spatially. This makes it extremely difficult to monitor the
location of new development for planning, investment programming and operation of
urban services.

Much of the information that does exist is not regarded as a valuable resource to be
maintained and used for a variety of purposes and shared with users other than the
originators.

. 5.3.1 How Improved Land Information Manag2ment (LIM) Would
Facilitate Efficient Functioning of Urban Land Markets

Land information not currently available and encompassing a wide range

of aspects relevant to land development could be merged and analyzed to answer some
of the more important questions that decisionmakers, planners and enforcement offices
need in order to operate land markets effectively. Some of these question might be:

How much land is being developed for various types of housing each year? Where and
to wbat extent are sonatter and unauthorized colonies developing?

What are the variations in land prices in different parts of the city and what changes
in prices have occurred in recent years?

Where are there large enough concentrations of government-owned or privately-owned
land suitable for planned development schemes? .

What is the current extent of utility services and access roads and where are spare
capacity and plans for extension? L
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® Which parts of the city are most dynamic in terms of land transactious and buildiné
activities?

An effective non-graphic information system is being used by the National Housing Bank.
Using a locally manufactured PC micro-computer and spreadsheet, the status of housing
schemes was summarized showing the number of houses constructed for different income
groups, compliance with plot size regulations, involvement of private developers, elapsed
time, ete. It is clearly being used as a management tool to monitor performance against
targets, slippage in construction schedules, and investment objectives.

5.4 DEFICIENCIES OF AVAILABLE LAND INFORMATION
The NCU report has identified the lack of urban land information as a major
cause of ineffective urban administration and grave distortion of land prices (Vol.II,
6.3.1).

A recent report prepared for USAID!" notes that “a current, useful and working land
information system does not exist" in Delhi. This report also cites discrepancies of 15 to
20 percent between information on properties registered separately in the census
department and land revenue department due to lack of croes correlation.

54.t Common Spatial Referencing
The Survey of India uses geographical coordinates (latitude and
longitude) for all mapping at 1:25,000 scale and smaller. This is not suitable for large-
scale urban mapping. Cadastral surveys are based on local plane rectangular grids for
each village or sub-district. These will not interconnect properly at the edges, and
unacceptable errors in scale and orientation would occur across large cities.

In order to avoid distortion, scale errors, gaps and duplication, it is necessary for all data
sets to be related to a common spatial referencing system such as a local Transverse
Mercator Grid, covering each city. Until such a referencing system (or a common base
map) is adopted it will not be possible to superimpose different data sets referring to the
same points or areas on the ground with confidence. Displacements between different
types of information can result in misleading deductions.

The lack of large-scale base maps showing major national and man-made physical
features and possibly some height information has not been identified as a serious
deficiency except by the Survey of India, India Institute of Remote Sensing, and National
Informatics Centre. In most rapidly expanding cities, this is considered essential, and the
World Banl. “as financed the mapping of more than 100 towns and cities in Indonesia
at 1:1,000 scale. Rigorous mapping may not be affordable, but a low-cost map substitute
at an intermediate scale (1:2,500 or 1:5,000), possibly based on semi-controlled mosaics,
might prove to be the minimum requirement.

UCharles J. Billand, PADCO, "Delhi Case Study: Formal Serviced Land Development
USAID/India and RHUDO/Bangkok, Apnl 1990 ' o T ‘ ‘

%o



27

The existing Revenue Office system of unique parcel reference numbers (UPRN) provides
the essential linkage between the cadastral maps and the records of owners and land
valuations, but this information needs to be brought up-to-date. Such an effort would be
considerable at the level of a city, but it should be part of the fundamental reform of land
information, to be carried out gradually.

5.4.2 Land Title Records
The lack of current and complete records of land title is identified
repeatedly as a problem in various reports as well as in items (8), (9), and (10) of the
GOP's Draft Housing Policy (May 1990):

ProceZure for investigation of title to be simplified and made inexpensive and the question of installing
the Torrens system may be considered. (8)

Simplification of procedure for registration of documents and expeditious release of registered
documents. (9)

Instead of registration of deeds or interest in the property, alternative approaches like registration of
title to property to be explored so that a certificate of registration of title protected by statute can be
easily made available. (10)

The report, "Urban Land and Infrastructure: Project Opportunities for AID in India"
(Urban Institute, March 1989, 2.1), notes that the title records are deteriorating because
of strong disincentives to register sales. Faulty records and cumbersome processing
procedures result in long delays in legally acquiring land.

Discussions with a private developer in Lucknow and senior officers in the Ahmedabad
Urban Development Authority and Municipal Corporation confirmed this in part, but
they considered that other causes of delay were more serious, such as obtaining approval
for development, compulsory land acquisition contested in the courts, and availability of
funds for development schemes.

This view could reflect another serious deficiency of information: the lack of annual
targets to narrow the gap between demand and supply for low cost housing and the lack
of statistics to quantify the housing demand, housing stock and new construction.

The main shortcomings of the current system may be summarized as follows:

B The fiscal cadastre (boundary surveys, parcel numbering, occupant, land valuation for
taxation) and the legal cadastre (registration of deeds of land transactions) are the
responsibilities of two different departments (Revenue Office and Registrar), and there
is virtually no exchange of records except when disputes are referred to the courts.

® Registration of land transactions is not compulsory, and increasing numbers of buyers
accept the risks of fraud to avoid the cost and delays involved in formal registration

by using informal agreements of gale or transfer of land rights by power of attorney. .

8 There is no real responsibility or motivation in the Revenue Office or Registrar’s Office
to maintain up-to-date records in urban areas as the land tax is replaced by the
building tax which the local authority is responsibls for collecting.
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5.4.3 Land Valuation

Valuation of agricultural land for tax assessment is only reqmred to be
undertaken at thirty year intervals. The resources necessary to value properties in urban
areas at appropriate intervals have not yet been provided by the states to their revenue
offices. The land prices recorded are known to be undervalued by the seller/purchaser to
reduce tax liabilities (NCU report, Vol.II, 6.3.2).

54.4  Actual and Permitted Land Use
The Master Plans, which define zoning policy, provide the only spatial
record of permitted 1and use. The plans seen (Ahmedabad and Lucknow) have not been
updated by the Urban Development Authorities to reflect the dynamic evolution of these
cities for many ysars,

The GOI Tawn and Ceuntry Plannmg Organization is attempting to map actual land use
from a combination of satellite imagery, aerial photography and field data collection.
TCPO recognizes that the lack of land use maps of major cities is a serious deficiency
which they hope to rectify.

Without updated maps of actual and permitted land use and development, the task of
enforcing plunning policies and building regulations becomes very difficult.

55 CURRENT ACTIVITY IN LAND INFORMATION MANAGEMENT

RELEVANT TO JRBAN LAND MARKETS

Until very recently, awareness of the potential benefits of systematic land
information management has been almost entirely limited to research and teaching
institutes and technical departments of ceniral government. This interest is now being
translated into plans for operational trials.

Interested parties are to be focund in almost every central government ministry but no
department ias been given the responsibility and authority to coordinate LIM activity.

Central Agency ) Actlve Department

Mmastry ol Urban Developiment Town & Country Planning Organi-
zation

Ministry of Rural Development -
Ministry of Sclence & Technology Survey of India

Ministry of Spacs National Remote Sensing Agency
Indian Institute of Remote Sensing

Planning Commission . National Informatics Centre
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There are no operational land information systems as yet but the following trials,
experiments and conceptual plans have some relevance to the land market:

@ Trials at Gwalior, Madhya Pradesh by the Survey of India to use photomaps or
photogrammetric mapping to replace plane tabling for cadastral survey plans.

® Mapping by the Survey of India of a number of towns in Punjab at 1:2,500 scale for
urban planning. | |

» Establishment of two digital mapping systems at Dehra Dun by the Survey of India
(Modern Cartography Centre, Digital Mapping Centre). MCC is now in production.

Installation of an image analyzer for interpretation of satellite imagery, Survey of
India. (Another system is installed at the National Remote Sensing Agency in
Hyderabad.)

Computerized Rural Information Systems Project (CRISP) beirg designed by the
National Informatics Centre, Delhi. This is a non-graphic database system for District
Rural Development Agencies to store land records (owner’s names, parcel numbers,
father's name, land quality, boundary coordinates) using a PC 386 with 300 MB disk,
Xenix and FoxBase III.

GIST: This is an ambitious project being planned by NIC for urban utility mapping
which would contain the following data sets: ‘
Geodetic control - A

Aerial photography '

Photogrammetric mapping at 1:1,000 or 1:2,000 scale RS

Collection of utility records (sewers, water supply, electricity, ete.)

Field completion and data collection S e

Editing and quality assurance

Data management '

Retrieval, queries, presentation of results

Continuous update

NIC is investigating user needs and methodologies and is in discussions with the
National Remote Sensing Agency, the Survey of India, local authorities and utilities
to assess how such a massive task could ke implemented. '

Delhi has already been selected for trials, and two pilot areas, one in the old city and
one of planned development, have been chosen. Funding has yet to be arranged.

Similar utility mapping in the Middle East has cost up to US$10,000 per square
kilometer in densely populated cities.

s Calcutta Metropolitan Development Authority is understood to be planning large-
scale urban mapping for similar purposes.

8 The Town and Country Planning Organization of the Ministry of Urban Development
is currently developing a methodology for land use mapping in Delhi.

TCPO is cooperating with NIC ana the National Remote Sensing Agency to develop
land information systems for planning purposes making use of modern technology in
computer databases and remote sensing.
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‘They have already started to prepare land use maps combined with spatially related
land use statistics for the Delhi area. Landsat TM imagery taken around 1988 has
been interpreted by NRSA to produce rural land use mapping which includes soils,
-slope analysis, hydrology, and land suitability. Ground truth checking and completion
is now in progress. This will be followed by urban land use mapping, probably using
a combination of SPOT satellite imagery, aerial photography, field checking and
completion. Purchase of an ARC/INFO GIS has been approved.

The methodology developed will then be made available to state planning departments
for use in other cities. Trials are also in progress in Anand, Gujrat, and in Tamil
Nadu. They have identified a priority to map about 500 towns.

There appears to be a real danger that these projects will become centralized, technology-
based, and data-driven instead of local, user-driven, and functionally-based. As the need
for land information is primarily at local and state levels, it will be essential to determine
real user needs at these levels and provide training and resources for decentralized
implementation of LIM.

5.6 PRIOR CONDITIONS AND CONSTRAINTS FOR A LOCAL LAND

INFORMATION SYSTEM
The technological benefits of LIS can be realized only if the necessary mstxtu-
tional framework exists or can be built concurrently.

Directors, users and producers of LIS all have to be trained to exploit the benefits of
improved information, otherwise there will be little return on the investment.

LIS facilitates the collection of data from many sources and the distribution of selected
information to different users with different problems to solve, only if the responsibilities
and requirements of each participating organization are clearly defined and there is a
will to cooperate in the exchange of information.

Security restrictions currently inhibit the distribution of certain types of maps and aerial
photographs. These policies must be clarified in order to design a system to produce
results which can be freely circulated to all who need the information and will raise their
productivity as a result.

No single authority has the overall responsibility for collecting and distributing land
information in urban areas. An appropriate authority must be appointed to take this
responsibility and define the role of supporting agencies. It will require considerable
human resources, capital investment and operating budgets to carry out the task
effectively.

5.7 OUTLINE STRATEGY FOR LOCAL LIS
Land information systems range from very large systems gathering every type
of urban land data and distributing it to many users at networked terminals, to single
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stand-alone PC microcomputers with standard software packages for graphics and data-
base management.

NIC, TCPO and Survey of India seem to be adopting the large centralized systems
approach for urban land use and utility mapping. Previous USAID studies ("India’s
Urban Challenge", February 1989 and "Urban Land and Infrastructure", March 1989)
have proposed low-cost PC based systems as appropriate for local land management of
small cities, and have suggested a technical assistance program.

The objective of this program should not be restricted to supplying the system hardware
and software and know-how to set up an operational land information system. Rather it
should seek to strengthen the institutional framework of local authorities responsible for
land administration in a selected small city, by studying user needs in depth, defining
each of the administrative functions which has to be performed and by which depart-
ment, and using the introduction of modest computer technology as a facilitator to
stimulate simplification and greater efficiency of the more important functions of land
administration. Procurement and installation of the computer system would follow after
several preliminary in-depth investigations:

s Site Selection. Careful selection of a small city (50-100,000 population) in a con-
venient location without security problems (to facilitate release of maps and air
photos), and in a reasonably flat area where photomosaics could be uzed as a map
substitute without introducing serious distortions.

s User Needs Study. An in-depth user needs study to identify the essential types of
information needed for efficient operation of the land market.

® Functional Linkages and Responsibilities. A study of the functions performed
by each of the participants in the land market (owner, developer and officials) and
the functional linkages and flow of information between them.

a Institutional Problems. Assessment of the institutional problems to be overcome
in order to introduce a simplified division of functional responsibilities which would
exploit the benefits of computerized land information.

2 Data Collection. Developing the methodology for data collection. Satellite imagery
or the Survey of India 1:25,000 scale map would not provide adequate ground
resolution, and photogrammetric mapping at 1:1,000 scale would not be affordable
within the financial constraints of the project. The acquisition of new aerial
photography at around 1:10,000 scale for production of a semi-controlled photomosaic
enlarged to 1:2,000 scale is suggested as a reasonable compromise between desirable
technical standards and affordable cost. Similarly, simple techniques would be
gelected for collecting other essential information such as actual land use and trunk
utilities by a combination of photo-interpretation and field data collection. The
human resources, training, equipment and program of work would be assessed and
costed.

s Fiscal and Legal Cadastres. Investigation of ways of integrating the fiscal cadastre
(cadastral maps, parcel numbers, records of owners and land valuations) with a view
to simplifying procedures, reducing duplication of effort, ensuring compatibility of
records, and encouraging land owners to register all land transactions.

n '
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“Tentative suggestions have been made in the GOI's draft Housing Policy to consider

replacing registration of deeds by registration of title. This would involve major
legislation, increase costs and gearch times, and destroy long established procedures
that can provide very similar standards of security if the existing fiscal and legal
records are merged, croes referenced and brought up-to-date.

Photomosaics with a 1:2,000 scale would not be adequate for defining property
boundaries in densely-developed urban areas but can identify the location and
approximate size of each land parcel. If the existing cadastral maps do not exist or
prove unsuitable for updating, it will be necessary to prepare a longer term strategy
for photogrammetric mapping of urban parcel boundaries.

Partially Computerized Land Information System. Functional design, system
procurement, installation, data base design, and operation. ‘
Training. An ongoing training program will be required for directors, users, data
collectoras and system operators. o
Publicity. A publicity program including public meetings, press articles, etc., will be
necded just before systematic data collection begins, area by area, to explain the
purpose and benefits of the project and to solicit public cooperation.

The guidelines proposed above would constitute a much longer-term program of technical
assistance and state/local government commitment than envisaged in the previous
USAID studies. The project outlined above would have a direct impact on the efficiency
of local land administration, as opposed to a merely technological approach to setting up
a land information system.



6.0 OTHER CONSTRAINTS AND ISSUES
6.1 AVAILABILITY OF INFRASTRUCTURE

The lack of main infrastructure (e.g. roads, water supply systems, sewerage
gystems, stormwater drainage, and electricity distribution) is a very important constraint
on urban land delivery. This is mainly a financial problem. Only the large Development
Authorities and a handful of large real estate companies have the ability to mobilize
resources for main infrastructure works. Since these works are normally not provided by
municipalities, they are constructed on a project basis, and the costs, which can be
considerable (e.g. for water supply wells, pumps, and storage tanks) are either passed on
in the form of higher prices or absorbed as subsidies.

Two years ago, the GOI established a new program in HUDCO to provide loans to local
bodies for urban infrastructure. This was in response to a recommendation of the NCU.
The new loan program has grown rapidly. So far, its operation, impact, and potential
have not been independently assessed.

Central and state funds for urban infrastructure will not be enough to meet the needs.
It is necessary for municipalities to improve their revenue collection to generate
additional resources for urban infrastructure. A major effort in this direction has yet to
be undertaken.

The report "India’s Urban Challenge: Trends and Implications prepared for USAID

(Urban Institute, February 1989), lists the following constraints on urban infrastructure

delivery: :

® Inability of municipal agencies to provide sufficient infrastructure. o

® Lack of coordination between agencies charged with capital improvements and local
bodies responsible for maintenance.

® Pricing policies which do not reflect real costs and inadequate collection procedures.
® Linkage of water and sewer rates to artificially low property tax assessments.

6.2 SKILLS AND MANPOWER

There is a general deficiency of skills and trained manpower at the state and
local levels in various areas related to land management and regulation. This problem
hampers all governmental planning, control, and development efforts and will take along
time to resolve. While training programs can improve the situation, improving public
gector performance will also depend on other measures to attract and retain qualified

staff and to hold staff accountable for their performance.

6.3 NEGATIVE EXPERIENCES WITH SITES AND SERVICES
One might have expected, in accordance with the central government’s recent

emphasis on affordable solutions for lower-income househelds and the role of the public -

gector as "facilitator”, that state housing agencies would have started implementing sites
and services programs on a wide scale. This has not happened. After a few experiments
in some states, the sites and services approach has been largely discredited. An analysis
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of the reasons and possible remedies is beyond the scope of the present report. USAID
might wish to pursue this issue further as an aspect of the land delivery system, given
that government housing agencies will continue to play a major role in direct implemen-

tation of programs for lower-income people. Specific problems that seem to merit
investigation include: '

® The use of inappropriately located sites, often cheaper lands far from city centers.
Such sites have been chosen in the belief that only "bulk" lands can be used for such
projects due to cost factors.

® Difficulties of allocating plots to the intended beneficiaries, or at least to those who
would settle on the plots rather than sell them.

® Failure to provide financing for house construction.

® A widespread assumption that land prices are too high for lower-income groups to
afford "legitimate" sites and services.

6.4 MANAGEMENT OF GOVERNMENT-OWNED LAND

The NCU report of 1988 strongly criticizes the government for not managing
its own land resources properly. The NCU gives special attention to the prevalence of
large, under-utilized prime tracts of public land in central city areas. These are
frequently occupied by obsolete government enterprises. There is no mechanism te bring
these tracts of land to more productive use, and inertia is maintained by the "landlord-
ism" of individual agencies that control the parcels. Our field work has not uncovered
data on the extent of this problem. Many observers believe that the government is the
predominant owner of vacant land in major cities.

This is partly a land information problem also. The NCU report says, and our limited
discussions substantiate, that inventories of government lands in majer cities do not
exist.

6.5 ENVIRONMENTAL REGULATIONS
At the national level, and in the states visited by the consultants (Gujarat and
Uttar Pradesh), there are no environmental standards or contrcls applied to urban
development. Thus, environmental considerations do not at this time have an impact on
the availability of urban land.

A National Environmental Protection Act was passed in 1986 with very general
provisions. It gives authority to the Ministry of Environment to establish environmental
standards, but this has not yet been done. Presently the only regulations being enforced
are for control of industrial wastes and pollution.

Even though there are no environmental controls, there are significant environmental
problems in many of India’s cities. Air pollution, sewage and solid waste disposal are the
most difficult. There are limited or no sewage treatment facilities in most cities, with .
effluent being discharged directly into rivers or streams. Facilities or sites for the
disposal of solid wastes is another pressing need.

S\
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While the imposition of environmental controls on urban development may constrain the

availability of urban land, this cost to society needs to be weighed against the cost of

continued environmental deterioration and its negative effects on public health. .

A separate study on environmental regulations as they pertain to urban land and shelter
development is being commissioned by AID.

6.6 LAND TRANSFER TAXES AND FEES

These do not appear to pose a constraint on the private buying and selling of
land. The main land transfer levy is the stamp duty, which is a percentage of the
declared land price and varies from state to state. In some states, it is as high as 14
percent. It is widely believed (and stated in the NCU report, Vol.Il, 6.3.2) that recorded
transaction prices are substantially understated in order to reduced transaction taxes
and fees and "for conversion of black money into white". In preparing this report, no
studies were found that substantiate this. The main effect of understated land
transaction prices is to cause problems with land valuation procedures (such as those
used in some states for land acquisition) that depend on registered land price records.
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7.0 OVERVIEW AND RANKING OF CONSTRAINTS

Based on our limited assessment, the constraints on efficient functioning of urban

land markets may be ranked as follows, in order of importance:

Véry Important:

1. Cumbersome land regulation procedures and rigid standards.

The relationship between government and private developers is largely adversarial.
If government is to take on the role of facilitalor in urban development, this
relationship will need to be changed to one of cooperation and support. Despite the
recognition of the shortcomings of the land regulation system, proposals to improve
the situation tend to be for modifications rather than relaxation of regulations.
Inefficient and arbitrary administration of development control procedures is the main
problem in the system. The main constraints are delays, inconsistent application of
standards, opportunities for corruption, and high risk for developers due to
uncertaiuty 7 obtaining timely approvals. These problems result in a reduced supply
of formaily developed land and a larger amount of informal and non-conforming
development with attendant financial and social costs. It is safe to assume that these
types of constraints, arising mainly out of deep-seated limitations of the public
administration system, will take a long time to resolve. One fruitful avenue of reform
is to introduce mechanisms that are more "automatic” and less discretionary.

Planning controls retard the delivery of land for urban use through delays in the
master planning process and lengthy reviews for conversion of land from agricultural
to urban use.

Progress is being made in the adoption of more affordable standards for land develop-
ment. A number of national organizations (HUDCO, NHB) have adopted special
standards for developments for lower-income households, but these standards have
not yet been adopted widely by state and local authorities. The revised standards
usually apply to government shelter schemes. Private developers are still generally
not permitted to use the more efficient land use standards.

Non-facilitation of private land developers.

Individual owner-builders and petty entrepreneurs dominate the urban land develop-
ment market at present, especially for residential development. A policy environment
favorable to the operation of private sector land development companies does not exist.
The elements of such a policy have not been explored in this report (see the report on
Public-Private Partnerships), but the basic elements would include:

® The ability to assemble parcels of land big enough for ghelter schemes. This is
currently prohibited by ULCRA. '

Access to financing for land purchase and construction (beyond the scope of thxs .

report).
® Simplification of permit procedures (see above).
8 More flexible norms and standards (see above).
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3. Lack of financial resources for main infrastructure to service land.

Two years ago, the GOI established a new program within HUDCO to loan money to
local bodies for urban infrastructure. This program has grown rapidly to the point
where it equals the volume of HUDCO’s housing finance program. This is a significant
contribution to improving the supply of urban infrastructure for the provision of
gerviced land. In addition to this, efforts are needed to improve municipal revenue
mobilization for urban infrastructure.

Medium to High Importance:

4. Urban Land Ceiling and Regulation Act.

ULCRA is not at the top of the list of constraints because land owners and developers
have found many ways, legal or not, to circumvent its provisions restricting land
ownership and transfer. ULCRA will not be repealed in the foreseeable future. The
amendments to ULCRA currently being considered by GOI would not make ULCRA
less of a constraint on the urban land market. Two modest relaxation measures could
atill be considered: (1) The number of cities covered by the Act could be reduced and
(2) Temporary exemptions could be granted to developers who are assembling land for
ghelter subdivisions. Section 21 of the Act permitted exemptions for lower-income
housing schemes, but such exemptions had to be requested within 1,139 days from the
commencement of the Act.

Medium Importance:

8. Land Acquisition Act and procedures.
Making public land acquisition more efficient, especially by providing adequate and
timely compensation, would help reduce distortions in the land market caused by
owners trying to evade expropriation and would increase the rate at which land is
supplied for low-income housing through the public sector. The GOI is initiating a
process of consultation which is expectad to produce recommendations for amending
the Land Acquisition Act. This process will probably take at least two years.

6. Inefficient management of government-owned land.

As mentioned earlier, many observers believe that the government (central, state, and
local) is the main owner of vacant or underused land in urban areas. In some cities
where a lot of government land is tied up in obsolete or inefficient uses, the utilization
of these lands for lower-income housing might reduce demand pressure on the overall
land supply. The first steps would be to prepare an inventory of government land at
the city level and to organize a mechanism to monitor and update it. The field work
for this report did not reveal any efforts in this area.

S
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Low to Medium Importance:

7. Inadequate land information and registration systems.

Private developers and local-level government officials interviewed for this report dic
not cite land information as a major constraint on land delivery. It appears that th
basic information needed by land sellers and buyers, real estate developers, anc
government land development agencies (i.e., prices, ownership, and regulations) i
available, although not always easily. Land information in itself seems to be less o
a problem for land delivery than the other major constraints reviewed in this report.

Improvements in land information are certainly needed, but they should be demand
driven, otherwise they will not be productive. A prerequisite for investments in LI¢
is that the users of land information should feel the need for better quality data anc
better access to it as a means of making their operations more efficient.

Very little is known about how private land buyers, sellers, and developers in Indis
obtain land information. An assessment of the private sector’s land information need:
should be done to determine, among other things, the extent to which these needs car
be met through private mechanisms versus governmental sources.

Government land management can undoubtedly be improved through better lanc
information systems. The governmental functions that are most in need of better lanc¢
information are urban land taxation, infrastructure service delivery, and land use

planning.

Several central government organizations are undertaking LIS initiatives. These are
all large-scale, technology-oriented systems. The team that prepared this report did
not find any programs to introduce local-level, user-driven systems.

With the exception of local-level land information systems, the constraints reviewed
here ere being actively discussed and analyzed at the central and state government
levels. Solutions, as discussed in the earlier chapters of this report, are being
considered, subject to political as well as organizational limitations.

Two of the most important constraints on efficient urban land delivery—the stifling
regulatory system and the lack of finance for urban infrastructure—are generally
recognized as such. However, the lack of an enabling environment for private sector
developers is not widely scen as a constraint, as the business sector tends to be
viewed—especially at the state and local levels of government—as more of a negative
than a positive factor in the land market. :

Incremental reforms are likely in ULCRA and land acquisition, but no major changes
“of policy appear to be in the offing.
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Notes:

Source: Urban Land Celling and Regulation Act, Schedule {; Ministry of Urban Development.

(1) The following States/Union Teritories do not have cities large enough 1o be covered by the Act: Haryana, Himachal
Pradesh, Manipur, Meghalaya, Tripura.

(2) ULCRA was not adopted in the states of Jammu and Kashmir, Kerala, or Nagaland.

Category A Category C Category D
Celling 500 m2 Celling 1,000 m2 | Celling 1,500 m2 | Calling 2,000 m2
State Periphery 8 km Periphery 5 km Periphery 5§ km Periphery 1 km
Andhra Pradesh Hyderabad Visakhapatnam Guntur
Vijaywada Warangal
Assam Gauhati
Bihar Patna Ranchi
Dhanbad
Jamshedpur
Gujarat Ahmedabad Rajkot Jamnagar
Vadodara Bhavnagar
Surat
Kamataka Bangalore Mysore Mangalore
Hubli-Dharwar Belgaum
Madhya Pradesh Gwalior Ujjain
indore Durg-Bhilainagar
Bhopal Raipur
; Jabalpur
| Maharashtra Greater Bombay Poona Ulhasnagar Thana
Sholapur Nasik
Nagpur Sangli
Kohalpur
Orissa Cuttack
Punjab Amritsar Juliundur
Ludhiana
Rajasthan Jaipur Bkaner
Jodhpur Ajmer
Kota
i Tamil Nadu Madras Salem Tirunelveli
Coimbatore
Madural
| Tiruchirapalli
Uttar Pradesh Kanpur Barellly Moradabad
Meernut Dehra Dun
Agra Gorakhpur
Allahabad Aligarh
Lucknow Saharanpur
Varanasi
West Bengal Calkutta Asansol
Ourgapur
Chandigarh U.T. Chandigarh
Delhi U.T. Delhi
Pondichenry U.T.
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|  ANNEX 2
" PERSONS INTERVIEWED FOR THIS REPORT

New Delhl

~ Mr. N. Bhattacharjee
Program Specialist (Housing)
USAID/India

Mr. C. Billand |
Program Specialist (Housing)
USAID/India -

Mr. Robert Beckman
Head, Office of

Technology Development & Enterpnse
USAID/India ,

Dr. N. Vijayaditya
Director Technical
National Informatrics Centre

Mr. YK Garg
General Manager and Adviser Technology
National Housing Bank

Mr. D.S. Meshram
Chief Planner
Town and Country Planning Organization -

Dr. Om Prakash Mathur
Director
National Institute of Urban Aﬁ'an's

Mr. Brij Mohan Lal
Director of Survey (Air)
Survey of India

Ms. Banashree C. Mitra
Researcher and Faculty Member '
Human Settlements Management Institute

Dr. Kiran Wadhva
Researcher and Faculty Member
Human Settlements Management Instltute
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- Mr. G.R. Viswanathan

Executive Director

Urban Infrastructure Finance ng

Housing and Urban Development. Corporatlon (HUDCO)

Mr. Mulkh Raj
Director Finance

Housing and Urban Development Corporatxon (HUDCO)’

Mr. Anoop Aggarwal
Executive Director (Law)

Housing and Urban Development Corporatxon (HUDCO)

Mr. G.R. Gogia
Executive Director
Ansal Properties and Industries Ltd.

Ms. Neelima Risbud
Assistant Professor of Housing
School of Planning and Architecture

Mr. K. Dharmarajan
Joint Secretary
Ministry of Urban Development

Dr. Abhijit Dhatta
Professor
Indian Institute of Pubhc Admuustratlon

Ahmedabad:

Dr. Dinesh B. Mehta
Profesgor
School of Planning

Mr. C.S. Sharma
Deputy Municipal Commissioner
Ahmedabad Municipal Corporation

Mr. A. Prasad
Chairman
Ahmedabad Urban Development Authonty

Mr. Sahu
Deputy Collector
.Revenue Office



‘Mr. Jala
District Inspector of Land Records

Mr. RJ. Vyas
Commissioner
Gujarat Housing Board

Lucknow:

Mr. S.K Garg
Chairman
ELDECO Housing & Finance Ltd.

Mr. Arun Pachauri
Chief Architect Planner
Uttar Pradesh Housing & Development Board

Mr. Lalit Kishore Mehrotra
Chief Engineer
Lucknow Development Authority

Mr. Ved Mittal
Chief Architect Planner
Agra Development Authority

Mr. A.B. Singh
Board of Revenue

Mr. Dinesh Rai ,
Vice Chairman, Lucknow Development Authority
Chief Executive, Lucknow Corporation

Mr. Anil Garg
Chief of Development Permissions
Lucknow Development Authority

Dehra Dun:

Lt. Gen. G.C. Charcha
Surveyor General
Survey of India

Mr. Gosvain
Cartography Unit
Survey of India

Professor P. Misra
Head, Human Settlaments Analysis anch
Indian Institute for Remote Sensing
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