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Municipal Services-Overview
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State Population
Coverage (%),

India' 84.65
Andhra Pradesh 78
Assam 40
Guiarat 98
HarvaDa 100
Knrn~tslka 96
Maharashtra 98
Punjab 71
Tamil Nadu 49
Uttar Pradesh 97

"rr"SERVICE LEVELS - WATER SUPPLY
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• Water supply requires major augmenta~ion to
meet future demand and existing deficiencies
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Type ofToilet % ofHouseholds

Flush 39.06 .

Septic System 37.49

Service System 17.01

Others 6.44
,-

Total 100

rr SERVICE LEVELS - SANITATION
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• Most cities have .no sewerage systems.
Rapid implementation of such systems is
required
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SERVICE:LEVELS -'ROADS
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Size Class of

' '

Per capita Road
ToVvTIlCities Len2th(Mts)

Above 10 lacs . 0.36

1 to 10 lacs 0.72

0.5 lacs to I lac 0.93

upto 0.5 lacs 0.61

• In developed countries the per capita
availability ranyes rronl D.25 mt~ for Italy

. to 25.69 mts in Australia .
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Size Class of Collection
Town/Cities Efficiency(% )

Above 10 lacs 80.0 -
1 to 10 lacs 63.5

0.5 lacs to 1 lac 55.5

upto 0.5 lacs 50.0

r-"rSERVICE LEVELS - SOLID WASTEi ! '
I i J

i i
; :

".......~! ~

! I ._j~

i
, -, '

. • Most cities dispose of Solid Waste in
uncontrolled landfills
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Section B

Municipal Financing
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THE SEttiNG

• Urban population is likely to be twice its present level
in the next two decades. The percentage of population
living in urban areas by 2001 would be around 32%

• Urban centers represent high productivity and pr~vid

higher income but are characterised by poor living in
slums

• Improvements in access to urban infrastructure and
provision of a better service level will be the focal
activity for urban local bodies in the future

• Given the existing pr~ssures on finances from the
traditional sources, it is apparent that new avenues need

to be explored

MUNICIPAL GOVERNANCE

• Municipal authorities are required to provide a large
range. of infrastructure services under the· prevalent
legislations. These are typically addressed as obligatory

and discretionary functions

• Given the problems of a constraining legal framework,
control of State Govcrn~nt and weak institutional
capacity, providing infrastructure services have not
kept pace with urbanisation and economic growth

• The poor market image of Municipal authorities
makes it difficult for evincing any interest from both
.its constituents and non-budgetary financing sources

!'



MUNICIPAL REVENUES

State Own Revenues as 0/0

to total Revenue
. Andhra Pradesh 55.10

Assam 70.92

Gujarat 88.96

Kerala 76.79

Maharashtra 90.81

Punjab 87.85

West Bengal 27.89

I
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• Most Municipal entities have to sustain growth in
infras~ctureprovision from .their own sources
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SOURCES···OF FINANCE
.' '...r··~·r····, . .. .

Sources lAmount per annum
Rs .(crores)

. Plan allocation

Central Plan 73 -
State Plan 1497

Institutional Sources
HUDeO 250
Others 100

1nternal Sources 80
Total 2000 .



1fiSh Oocnario

o

8,000

6,000

2,000

4,000

Rs Crores
10,000,..----------,

II
Current
Unit Costs

1150% increase
in unit costs

5295

LOW :;cenano
Rs Crores
7,000,..-----...., ,...-----...,

2,000

1,000

o

6,000

5,000

~.ooo

3,000

r..··r~lnvestment Requirements
: Icit varyJng._.Jev~I$. ot,.s~:tvice

'.i:I ·! I ..j'''''] ~.! r ,..rl.~.;:t _....rrr·,J --..rr
r·-"-·~· . ,...... ·..r-" .....---....--.
i
I

Reqt High Seen

-e..-.:..- ....

~ ~

: ~ INVESTMENT GAl?
j ..--.... .-'. ) . ,. .'. r

" r"l I . ", j... r"! f'-'\' (' r"r' .., :
~.. r·:Rs~c~re; ..··• - j i ...j ! ;-J I ,Jr-' :7,000 ;,..- .'__·_i_!-;-r- ---, r---II-=;~-te...m.:.;.a~,~;---,..:::I••-_.....,,--...

I 6,000 generation
1I.lnStiMiOns

5,000 II Central and
~,OOO State Govt

3,000

2,000

1,000

o
Available finance Reqt Low Seen



---,-----_._-_.•__. -"'-" ._--_..,
I

-.
o#"_I1..J·~ ~

f ..··r
I ,: !

i
; ,.
'l' '.' .•.....• : ....;

~....... ,:/ .. "",1 ...... '1"",,1'0, •rn
• ~ .:: : :

; ,. ,-'-! y) ! [
·!S~6t'o·~C

~
~

r "..: .... _ ...--...-.'... ....;. .•.. - -- ~

THE CHALLENGE

Meeting the Municipal
Challenge

I
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• Keepipgpace with economic growth in th.e' cities it is
,esseptfaI -that the finfr~ructlJre pro':ls.~onthe upgraded I'

rapipl)'....Jh.~.~f-~9~Idr ..pro~ot~ Wl¥l~ proDuctivity and I
~.[tpere~)' the revenues qf the..·M~nJcip~lities: rJ' _.,. !

..! : ".. ....-'" " .. .;. -_ -._---,

• It 'would therefore be necessary for Municipalities to I
enhance their revenues and institutional capacity. Revenue I

, I

enhancement would need to explore possibilities of
enlarging and diversifying the resource base

• Municipalities 'would need to examine methods of
improved and alternative service delivery mechanisms

• The expanded revenue base would capture value additions
caused by improved efficiency in the economy

• Consequently, it WOUIO be POSSIDle Jor lVlunlClpaJlneS 10

Ic,'crage these resources and imp~ement large
programmes



["""or URBAN·
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. I I INFRASTRUCTURE
.IJJs! estim~ed(lh~~-the_d~.fiqje..qt-gatfs1n Indian
j:iti~s ..-!o··_proy'd~ th~.fll1in;tn~m ~tandards of I

-'. : _.' 0 r-,. \:,. •
! :·1 ~ living is Rs. 1500 to 500Q crote per year ..r ..-· .. r-·· _ ..__ :
I • Current status of most municipal entities I

renders them incapable of financing these. ! .
I needs on their own . :
I • Although the 74th Amendment empowers them
I to raise resources and charge tariffs, lack of
! reputation precludes them from accessing
I funds
I

! • Risk parameters do not make equity a viable

. ~i__O_P_t_io_n .__. __. ~.~

r"'r'''CASE FOR COMMERCIALISATION
I :

! '1 ..... !

• N~e~ for great~r"cogeffic~e)1CY in. copstruction and \
.- l : '.' r'" 'f: t ,{ :"".~-~ 0 : ... - ·1. ?p;e~a tlt?I!..~: IU ~'as, q.lctu,:eise.!yIF~ :-_.....1 ..- " i

r·· J: .' ~ • .': • _ .. ( ~ I ::: ~ Ir--. Need for mobilising larger y<?lume of funds .r ._.... j- ..._.M._.....M....MJ
• Need to mobilise non-guaranteed finance from the .

market
• Technological development
• Need to create attractive investment climate
• Fiscal constraints on Government
• Growing disenchantment with public monopoly
• Innovative financing techniques and globalisation of

financial markets

~--_._.__ .------------
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EMERGING TRENDSr·-· ,~,,,,
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.~.e amount o'.,-privatc financ.e co,~dd ~e mobilised for
i,.tr*trlf~.!u~e-_projFC!s: flYf ':stru~t~ri~J tbe~ to meet

.__.rfin~e~torfsrequire'm~pts ;-J I rf I:: Jr ,.. ;-._..
• Private financing and management, could deliver'! bener-··..······..

service performance than public sector management as well .
as provide rapid response and innovative solutions

• Capital market is the critical link to infrastructure
financing

• Steps need to be taken to ensure access to domestic and
international capital markets.

• Better environmental risk management could be a source of
competitive advantage

• The first private projects are important to create replicable
model
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AHMEDABAD EXPERIENCE

( .. ,...... BACKGROUND
~ ; .
• I • .' '.

• 4h;nedabad Mu.nicipal CorpQ.r~.~joD(AMC! is OD.~ of the six
~1qnicipal CorppratiQ!!.s in tl)~ State o!9ujarat.The services

rit I o!fe~~ r~4Iu~e~ 'raterJ. ruppir-~s.~wei:~~~,pri.~aryr ..
_;rrfed'1catlon,pubhc s~etyalJd pqJ)hc~worl4s.In addl~lon,!!. also i

runs Hospitals and Medical college' ..< .-"'.J _ ..._....._..__..._-:~
. I

• AMC is governed by the provisions of the Bombay i
Provisional Municipal Corporations Act which allows for
collection of Octroi and Property tax.Any addition to this
needs Govt approval

• The Act also specifies the borrowing powers of the
corporation and the -manne:- in which loans would be
deployed and serviced by the corporation

• Concomitant with the upsurge in the Industrial activity in
Gujarat,Ahmedabad has 'witnessed rapid growth of
popuI~tionand economic activities

,



r"T'" BACKGROUND
• Ah~¢dabad Municipal Corporation(AMC) lJ~s ajurisdiction

c~~e~ing.an af~~ ~~191;sq km,:Thp' ¥QPul.atirn" residing in the
,~prp~ratjo~..I~m1t~ IS ~llacs;-1 :-.1 ~ f r- -~ ..

..__..•• 'Like blost other iocai bodies ,~~c also was in dirte .fi~a~.~jaI

! straits till about three .years .ago.It had a deficit of Rs 35
crores..In the last financial year,AM:C registered a surplus of
Rs 68 crores

• Revenue enhancement measures through plugging of
leakages and bulk enforcement for recoveries were the major
focus of the local body during this period .

• The revenues of the corporation increased from Rs 220 crores
to Rs 350crores bern'een 1993 and 1996.This \\'as on account
of a large number of factors.Prime among them being the
sense of accomplishment inculcated by the employees

r
.1" 480,...~,. --------- ..-.....__..

1992-93 1993-94 1994-95 1995-96 1996-97(proj)1991-92

400
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o

1-··j·····,AMC - Revenue Inc'o'me
i I a~~ Expenditure~~.

. Rs c~o~s ,,-' ',;! '. ~, '!_'" :.......: .. , .... 'i,' ..
·600-r-.':~:_-:-----'-;._....._-'--~+--=_'~_!.r~-~-__;..------...,
., _ . !.-_...- .i,...... :r,:. . - •• :..-.~ i ~ } _... j.i -'

'[500 .;. " i ! i

II Revenue BB Revenue
Income JD ExVt:lUjilurt:
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AMC-Sources of Revenue

R. oror••

100 :

50

o~~

1 993-94 1994-95 1995-96 1996-97

REVENUE BUOYANCY

• Octroi
r:::mc:tTax

II Estate

• Grant

• Other

Rs Crores

ITEM 1992-93 1995-96
Octroi 123 203
Other Taxes 37 82
Gr8rJts. 27 45'
Others 12 21
Total 199 351

\~



FACING THE CHALLENGE
• Traditional sources ot ~lnanclng uroan ~nIraStrucIure

Projects, is 'becoming increasingly difficult to access given
the competing demands on it

• Internationally especially in, the United States the
domestic capital market has been the major sources of
financing projects by local Govt's

• In fact in the US the Municipal bond mar~et is much
larger than the corporate debt market. This was
facilitated by constitutional amendments in the 1970s
which shifted the burden of financing from state to the
local levels

• In India too, the 74th constitutional amendment has
created the environment similar to the ones made in
the US

AMC INITIATIVES
• AMC prepared a infrastructure improvement plan, to

rapidly upgrade the level and coverage of services in
the city

,. 'Realising the need for additional resources, other than
what was available through normal sources, AMC
embarked on examining the possibility of accessing the
capital m~rket

• 'As a first step, AMC appointed a leading credit rating
agency to access the inherent strength of the institution
and its financial position

• AMC obtained an "A+" category credit rating signifying
adequate safety for timely payment of interest and
principal for raising resources from the capital market



INFRASTRUCTURE PROGRAMME

PROJECT . COST

(Rs.Crores)

Water Supply Augmentation 387

Sewerage Project 46

Bridges, Flyovers, Under passes 67
Widening and Strengthening Roads 85
Pay and use Toilets 15

Slum Networking 100

National River Conservation Plan 30

. Solid Waste Management 12

TOTAL 742

Implementation Period 2 - 4 yrs.

ATTITUDE TO AMC BOND ISSUE

Surveyed Attributes P~rcent to .total.
..

Respondents

Willingness to invest 72

r--t\MC has dont: good work 79

Participate m city welfare 83

AMC IS a profit making 3
Organisation

rrec1it R~tin.e IS .eooci ~R
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r""i' AMC BOND ISSUE
• T~e Iobjective of the current debt raising exercise is

J : I .f

twpfp d: j- ~..._ ,;. J. /~. r'.
;e... I. ~_...: ~ i rt _ ... r . t 6_.

,1' Toicr:.~~te_~ sou~dJDasis f0 '1 sp.St~ire~-fdnd rai~ing by the
-, ~ ': .: • .1.. ~ .;...........;: I: ;

\..... ,.,... ;·1 1 corporatIon .i : l 1 r j [

- t.v ;:)t.1 U"C.UI ~ ;:)ui(.a1Jl~ JiU4:un..aAI i"~(.1 UUU... 11 c.~ tva

mobilisation of upto Rs 100 crores .
• In the process of raising commercial resources', it is also the

intention of AMC to clearly map out the raising of
resources with its deployment and subsequent repayment
obligations

• AMC recognises that the interest rates being higher than
.what it has been used to so far AMC will have to self inflict
a large dose of commercial discipline.This is being put in
place· Contd....

.__ .1

Contd.. ..
. . . . ... -: ..

AMC BOND ISSUEr~ 1".....
t :

i I
• Th¢.~roposal of i$suing_a b~nd' for ~~..Al\fC on the basis of a

cfeflif r~~i!!g fS·~..n~jqll'~ eYerc.i~e ~ri, ~~ig ~nri m·ay.he in the whole
~~.~.y..rr"p:f 'A~ia-:ThlsJ. will' b~ H fqCref~ilin:r ifor1 ilJllova(i,'e fu.laucing

mechanisms for 1\1unicipal entities ..' ~ .~_ _..l

• As a corolla')',very few commercial institutions in India have
any understanding of l\1unicipalities.The credit rating 'would be
a step towards creating a market for such instruments

• The placement process would therefore have to be an interactive
one involving Pedigreed institutions with relevant
experience,Government, Multilateral and Bilateral agencies

• AMC have sought the sen'ices of IL&FS who alongwith
HUDCO would create the structure for resource
raising.Assistance of the Housing Guarantee facility of USAID is
also being sought
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The Way Forward

, .•: .' • ., ... • •••. ~ .=... : ".. •.... '.' : ' • ,'. . .,:;.:. '.... ..... ' ':"'0",,: .,,~. • : :" , . ,': ~;. '~" ... •

.. ·.··.···::.Fr:{~ ..~~~iW~YXf.J!l~WA~P:::'~··:.U}~~J~i~
.' '.. ~.TriltHe til'ii~a~~ ~ri~'iY~i:'s~}it~:~i~;~~·id~~;~ 'ih~l~'~rii~ipal ~I)~iii~~'~~'~;,';

.' .W6uld '.h.ave}to" ppsiti\ffi:tb'~Ifi~·e~'~'f(o~·+il'se~res'o~rc~s ..fr9:Dj·:,::·::::'
~r'~hb 4alfit~f1ntr-ket~Th~~r:W ttehd pl1the e~pnomy. Q,~jY:~:,::·:,:"

serves to underscore this trerld . ... ."..,..:-...:.:~ ......~

• Th~ fact that not all projects within tbe municipal area ar~

commercially viable on a standalone basis requires
Municipalities to ensure tlntt their general revenue
streams are efficiently captured

• Moreover municipalities would need to move to a higher
level of transparency and accountability especially in the
provision of civic services

• In other "words l\Iunicipnl opergtions hsave to b~C'omp Slnc1

must be. seen to become more professionally ~rientCintd...
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-To .rIre~:~e7f!tI~~~~~~~~first iDstanc~
mi!iTkA!t C!qnliiVnse: npr<foto ,.el,gIJJj~~"tJaJbJen1ii!.nced of sucb

__.r'rtiiititi~s.This-chuldibepchi~v,ed jb~rob~alni~g a credit'rating and, '
providing suitable credit enhancements' .J ..... -., ...~---

• As an. alternative, it will be possible to raise resources for
municipal infrastructure through .Special Purpose Entities
(SPE) which are joint ventures between. the ,government,
reputed financial institutions and key local groups. The SPE
would be in a pusitiun (0 raise resources through the issue of
revenue bonds

• However, a number of other measures need to be taken to
sustain the vibrancy of these bonds. These will deal primarily
with improving the financial regime of municipalities and
creating market friendly conditions

·-r(~ONs~~CJSJ~~"'i'l' . .ii,,;;;,,:

, II.~li~:t~ti~riU~~i~~;:~.'l;ff~r:l~-~~~:':~· %aar1:~:~.·· .•·•·.••..••
I L 'f -: ... " -] .,.,.,.., I ,..,. .: r- ,•.- ",' ' ....

?"r-rm n~cipals:needs tej be ~tfP~opte4. ~! . Jf __ .:-. '".'....,' ".'.'

• As urban infrastructure is: going to be financed-vli-
debt,Municipalities need to improve their financial
position and their general Image of having a poor credit
reputation

• Over time a dealer network needs to be developed which
can help attract country-wide investments for lucrative
projects, whereas the smaller projects can be sl.!pported
by local dealers



-, " CUNGltPSION -IJ.. .

!!,!s it c.Qr~!Illry~~he~~b~tfs·~i~nlncinKneed
......_fl1 to lle brought tog~ther;-b~c~~the "institutional fQ~d!__

. dry up, individual investors" represented by mutual
. funds will be the largest source of financing
-. Encouraging such individllSiI inve.~tors to

participate in debt markets in general is necessary
to have such investments trickle down to the .
municipal level

• To attract mass investments, tax incentives will
form an integral part of the financing str~

.' .
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