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ABSTRACT

Urbanisation refers to an increase in the proportion or share of the 
population residing in urban areas as opposed to rural areas. It is 
growing faster in East Asia and Pacific regions. Consequently, 
the city area of different states starts growing, which in return 
has exerted great pressure on the existing urban infrastructure 
like availability of water, transport system, health facilities and 
drainage system etc. The local government across the world 
plays an important role in providing basic services to the people, 
but these institutions especially in developing countries face 
great challenges like rapid urbanisation, climate change among 
others. Besides this, the fundamental challenge is widening the 
gap between the availability of financial resources and municipal 
expenditure. In this paper, an attempt has been made to understand 
the issues posed  by the urbanisation on the financial conditions 
of Indian ULBs with special reference to six largest Municipal 
Corporations of India. 

Keywords: Urbanisation, Urban Local Bodies, Finance, 
Municipal Finance

INTRODUCTION

Urbanisation refers to an increase in the proportion or share of the 
population residing in urban areas as opposed to rural areas. These 

areas are densely packed and offer more opportunity to their residents 
in the form of higher paying jobs, better educational opportunities and 
better quality of life. The genesis of urbanisation can be traced back to 
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the dawn of civilisation. However, it can be said that as the nature of the 
state’s  economies shifted from agrarian sector to industrial sector, further 
expansion of economic activities, growth and development of trade 
routes, advancement of tourism sector, all these factors have paved the 
way for urbanisation. With this background, a good number of thinkers 
and researchers have given their view points. According to Thompson 
and Lewis,  “Urbanisation is the movement of people from communities 
chiefly concerned with agriculture to other communities, generally 
large, whose activities are primarily centred in government, trade, 
manufacture or allied activities” Chapagain (2018). Further, explaning 
the phenomenon being studied, Burgel said that, “The transformation 
process of rural area into an urban area is known as urbanisation. This 
process has immense impact on rural economic structure”. Making it 
more understandable, Bogue highlighted that, “About 70 per cent of 
the increase in city dwellers come from reproductive change (Natural 
increase) and about 30 per cent rural urban migration (Prasad and 
Xuequian, 2017). The  phenomenon of urbanisation remained unnoticed 
and unchecked for quite a long time across the developing world. Due 
to the non-seriousness of the authorities, the space and  resource limit of 
major cities were being threatened. Eventually, it became a problem for 
the establishments to control issues of trespassing, crime and providing 
civic amenities at large (O’Donnel, 2018). 

Consequently, the urban areas of different states starts growing, 
which in return have exerted great pressure on the existing urban 
infrastructure like availability of water, transport system, health 
facilities, drainage system, etc., especially in the developing world. This 
pressure has directly affected the urban local governments in providing 
a range of services from water and sewer infrastructure to social services 
and housing (Slack, 2009). At the global level, presently around 50 per 
cent population is residing in urban areas and they are contributing 
around 80 per cent in world Gross Domestic Product (GDP) (World 
Bank, 2020).  In case of India, urban population contributes 63 per cent 
to the GDP of the country. How significant this chunk of population is 
for the growth and development of  the economy, it can be understood 
by analysing the contribution made by them in the world GDP and in 
national GDP (Gupta, 2019).  

To meet rapid urbanisation, European countries have decentralised 
their administrative approaches. Morever, urban local bodies have 
been given adequate autonomy  to frame their policies, fix their 
financial resources and further use them appropriately (Organisation 
for Economic Co-operation and Development, 2020). In this paper, 
an attempt has been made to understand the issues posed by the 
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urbanisation on the financial conditions of Indian ULBs and their 
response to tackle the same. 

Review of Related Literature 
Urbanisation is growing faster in East Asia and Pacific regions, the 
responsibility of the urban policy makers has increased to tackle 
urbanisation challenges in different aspects like usage of land, water, 
health, education, etc., to provide all benefits to the urban people 
which will directly accelerate overall development of the economy. 
With effective coordination in urban planning, the inclusive growth 
of the people is possible and the chain of vicious circle of poverty, 
unemployment and illiteracy can end that would even foster the goals 
of ending poverty and boosting the shared prosperity across the globe 
(World Bank, 2015). India has been experiencing a rapid growth of 
urban areas and increasing urban population in the last few decades. 
This has been indicated by the United Nations in its report of 2018 
namely, World Urbanisation Prospects which elaborated that about 34 
per cent of India’s population now lives in urban areas (The Hindu, 
2018). On the other hand, urban local bodies which have a mandate to 
deal with urbanisation are generating small revenue surplus with low 
resource gaps. More than that, they are spending lower than required 
amount for minimal civic services (Habitat, 2015). Furthermore, these 
institutions are not even autonomous in term of decision making 
especially in financial matters (Paul, 2014). India has to improve its 
urban infrastructure as it is far from the desired infrastructure, which 
can cope up with the rapid urbanisation. As per population projection 
by the Registrar General of India, in 2026 there would be 534 million 
urban population, whereas it was 286 million in 2001. Besides, the level 
and pattern of urbanisation would be different in various states (Vaidya, 
Urban issues, Reforms, and way forward in India, 2009). 

The Census of 2011 discloses that there is an increase of 2774 towns 
comprising of 242 statutory bodies and 2532 census towns over the 
decade. Growth rate of population in urban areas was 31.8 per cent. 
Further, 2001 census highlighted that the number of million plus cities 
managed by Municipal Corporation has increased from 35 in Census 
2001 to 53. The newly Million plus cities are Srinagar and Jammu — 
two important cities of J&K, Union Territory of Chandigarh, Jodhpur 
and Kota of state Rajasthan, Ghaziabad of Uttar Pradesh, Ranchi of 
Jharkhand, Raipur and Durg-Bhilainagar of Chhattisgarh, Gwalior 
of Madhya Pradesh, Vasai Virar and Aurangabad of Maharashtra, 
Kozhikode, Thrissur, Malappuram, Thiruvananthapuram, Kannur, 
and Kollam of state Kerala, and Tiruchirappalli, of Tamil Nadu 
(Ministry of Housing and Urban Affairs, 2021). To strengthen the 



4 /  	  NAGARLOK	  
       	  VOL. LIV, Issue 3, July September 2022

urban governance mechanism, scholars have suggested that there 
should be a Constitutional amendment in the existing framework. As 
the existing framework (74th CAA) only gives functions but does not 
delineate how these functions should be carried out as ultimate power 
regarding revenue generation lies with the state government. Moreover, 
in India, the municipal finance system has little authority when it comes 
to setting tax rates, defining tax exemption policies, gaining access to 
capital markets, and reorganising personnel practises. Their taxation 
and spending abilities have been limited by state laws, which frequently 
prohibit municipalities the ability to impose a specific tax or a tax on a 
specific group of taxpayers. The state laws neither protect the municipal 
fiscal domain nor establish a framework for governing the transfer of 
funds to ULBs in an appropriate manner. 

Statement of the Problem
From the available literature, it is found that Municipalities across the 
world are facing financial crisis and population explosion. At present, 
as more than 55 per cent people of the globe are residing in urban areas. 
To provide them a range of civic services, the institutions of ULBs with 
different nomenclatures have been setup in the world.  Their autonomy, 
capacity, and concern of higher tier of government vary from state to 
state. However, the way in which these august institutions are being 
dealt with in the developing countries is really a matter of concern for 
communities across the globe.  

Today’s world is more or less based on the idea of ‘sink and 
sunk together’ in terms of matters related to environment, poverty, 
development, education, infrastructure, etc. Moreover, as it is the matter 
of Urban Governance and further, these institutions play a very important 
role in enabling cities as engines of economic growth. In this background, 
it has also been seen that the ULBs of India have not been given adequate 
powers to fix their user charges, taxes, fines and other sources of revenue. 
As the ultimate power lies with the state governments, under such 
circumstances, where urban population is increasing day-by-day, their 
financial capacity is being compromised and jeopardized. There is a great 
need to conduct studies on urbanisation and its impact on municipal 
finance in particular and urban governance in general.   

Objectives of the study
1. 	 The main objective of this study is to know about the recent pattern 

of urbanisation and its impact on urban governance in India; 
2. 	 To examine the financial status of six largest Municipal Corporations 

of India and major issues pertaining to them. 



	 URBAN LOCAL GOVERNMENTS’ RESPONSE TO URBANISATION 	  /5  	
	 SHAFIQ AHMED

Strategic Inquiry 
In research, strategic inquiry plays a very important role which 

is also known as Research methodology, that acts as path finder for a 
researcher to reach the desired ends. The present study is based on mixed 
method research approach followed by descriptive research design. 
Moreover, the study is entirely based on secondary data which has 
been collected from various sources like Ministry of Housing and Urban 
Affairs Government of India, Official website of Municipal Corporations, 
Census Reports, Government reports, newspapers, magazines, etc. 

Pattern of Urbanisation
The recent pattern of Indian urbanisation is 377 million, which means 
more than 33 per cent population of the country is settled in the urban 
areas. If we look at the phenomenon being studied through the lenses 
of history, it was a mere 64 million (M) in 1951, 78M in 1961, 109M 
in 1971, 159M in 1981, 217M in 1991 and 286M in 2001 (Office of the 
Registrar General and Census Commissioner of India, 2001). The present 
demographic of Indian urban population has been explained in Table 1. 

From the data given in  Table 1, it is clearly visible that from all the 
Indian Union territories of India, the National Capital Territory of Delhi 
and Chandigarh are most urbanised with 97.5 per cent and 97.25 per 
cent respectively, followed by Daman and Diu (75.%) and Puducherry 
(68.3%). As far as the states are concerned, Goa stood first comprising 
of 62.2 per cent, the state of Kerala is at second position having 47.7 
per cent.  From the North-Eastern States of India, the state of Mizoram 
is most urbanised with 51.5 per cent.  Interestingly, when it comes to 
absolute contribution in the total urban population of the country, it 
contributes only 0.1 per cent. Sikkim stood at second number with 25 
per cent urban population, in 2001 it was mere 11.0 per cent. 

In terms of lowest urbanised states, the state of Himachal Pradesh 
is lowest with 10.0 per cent followed by Bihar with 11.3 per cent, Assam 
with 14.1 per cent and Orissa with 16.7 per cent. Overall, the number of 
census towns has increased massively—from 1,362 to 3,892 between 2001 
to 2011. The rising urbanisation pattern of India can be understood from 
the statistics of the 2011 census when it was 286 million (286,119,689). 
But within ten years in 2011, it reached 377 million (377,106,125), with an 
addition of 91.0 million. There is no doubt that still more of the Indian 
population is residing in rural areas, but the Indian urban areas being 
the engines of economic growth are contributing 63 per cent in Gross 
Domestic Product of the country and it is expected to reach at 70 per 
cent in 2030 (NITI AYOG, 2021; Kapoor & Sinha, 2020). This increasing 
urban population has affected the financial health of ULB’s in India by 
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manifolds, which consequently has derailed, undermined, compromised 
and threatened the urban governance.  

Rising Urbanisation and its Impact
The increasing concentration of population in city areas has threatened 
the availability of resources like water, electricity, housing facility, 
geographical limit, etc. Since, every city has its own limit and in 
India most of the cities are about to cross that limit like New Delhi, 
Chandigarh, Mumbai, Kolkata, Hyderabad, and Lucknow, etc. 
Consequently, increasing urban population in the study area is straining 
the already ill-equipped local government, infrastructure, planning 
mechanism and urban finance (Robert, 2016).  Some of the major areas 
which have threatened and eventually exerted pressure on municipal 
finance are listed below:

Availability of Drinking Water: Municipal water shortage is a 
crucial problem in the study area due to increasing urbanisation and 
climate change (Mukhrejee & Schutt, 2018). Because of the delayed 
monsoon and poor water management, Delhi, the world’s most 
urbanised metropolis, is experiencing water scarcity. According to the 
Delhi government’s 2017 economic survey, 20 per cent of the drinking 
water gets wasted due  to inadequate management (The Hindu, 2021). 
To deal with the drinking water issue, the Delhi Government and 
local government have spent 3.815 crores in 2018-19, 4.555 crores in 
2019-20 and 5.395 crores in 2020-21. Other cities like Hyderabad are 
also grappling with a severe water crisis. Two of its primary water 
sources:  the Nagarjuna Sagar reservoir and the Yellampalli reservoir, 
are reported to have dangerously low water levels. To tackle the water 
crisis, the Greater Hyderabad Municipal Corporation (GHMC) has 
spent 131 crores on water management which was two per cent of total 
budget. This has increased to 70 per cent within the span of a year  (The 
Times of India, 2020). The financial records of GHMC have revealed that 
in 2020-21 the total expenditure increased, whereas, the revenue has 
declined drastically  (The Times of India, 2020).  According to a research 
conducted by the State University of Tamil Nadu, Chennai the capital 
city of the state had also faced water crisis due to rapid urbanisation 
and climate change between the years of 1983 and 2017 and Chennai’s 
aquatic bodies have shrunk in size from 12.6 sq km to roughly 3.2 sq km. 
Researchers have further predicted that if the same level of urbanisation 
and climatic conditions continue by the year 2030, around 60 per cent of 
the city’s ground level water will be reduced. This will indeed hamper 
the urban governance and exert pressure on municipal finance which 
in return has potential to derail the urban governance mechanism in 
Chennai (The Economic Times, 2021).  
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Housing Problems: The total population of India is 1.3 billion, out 
of which nine per cent live in slum areas. Almost all the metropolitan 
cities of India are facing the issue of affordable housing due to the 
rising number of slums in the city area. A city like Mumbai – the 
financial capital of India, has 41 per cent homeless population out of its 
12.4 million population of Greater Mumbai (Penn Institute for Urban 
Research, 2019).  The prevailing circumstances are forcing them to live 
on pavements, railways, under flyovers, inside concrete pipelines or in 
open available public spaces. This has increased the issues of begging at 
public places and crime against women and children, and many times 
cases like molestation and rape go unreported among homeless women 
(Natu & Das, 2021). Similarly, in the national capital of India (New Delhi) 
there are about 750 slum areas, the concentration of slums population 
in these areas is around 15 to 20 lakhs. Ensuring urban governance in 
these areas is a challenging task for the concerned local government. 
Moreover, Delhi is experiencing the highest population growth rate 
among mega cities in India. Its population is expected to be over 27 
million in 2021, according to estimates. A severe lack of housing and 
related infrastructure has emerged in Delhi as a result of fast population 
growth and shifting socio-economic patterns, particularly for the poor 
and low-income households. Nearly half of the population, on the other 
hand, lives in abject poverty, crammed into congested slums. (Sivam, 
2021). Additionally, as per Census 2011, access to tap water in urban 
India is about 70 per cent and the rest have to walk long distances. 
For example, in Chhattisgarh only 50 per cent households have access 
to water outside their premises. Even in states like Tamil Nadu and 
Madhya Pradesh things are no better with all their attendant public 
health hazards. Furthermore, a bird’s eye view of the access to tap water 
and toilets in other states of India is presented in Table 2. 

TABLE  2

Access to Tap Water in 
below mentioned States 

per  
cent

Access to Toilets in below 
mentioned States

per 
cent

Chhattisgarh 51.3 Chhattisgarh 39.8 
Nagaland 47.9 Uttar Pradesh 18.0
Tamil Nadu 46.0 Odisha 35.2 
Madhya Pradesh 44.6 Jharkhand 32.8 
Odisha 43.1 Bihar 31.0 
Jharkhand 39.9 Maharashtra 28.7 
Andhra Pradesh 32.0 Madhya Pradesh 25.8 
Karnataka 30.0 Tamil Nadu 24.9 

   Source: Census, 2011
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Urban Transport System: Most Indian cities have struggled with 
urban transportation challenges for many years, limiting people’s 
mobility and stunting urban economic growth. These issues are caused 
by a prevailing modal split imbalance, insufficient transportation 
infrastructure and its inefficient use. The lack of synergy between land 
use and transportation planning, and no increase in city bus service, all 
of which support a move to individualised modes of transportation. As 
a result, the Indian government passed the National Urban Transport 
Policy in April 2006. The policy largely deals with people’s mobility 
rather than vehicle mobility (Vaidya, 2009). But the implementation 
part as usual remains unsatisfactory (Mueller , 2020). Urbanisation is 
currently growing at a rate of 3.16 per cent per year, while automobile 
sales are expanding at a rate of nine per cent each year. The overall 
number of automobiles on the road has increased dramatically from 
55 million in 2001 to 210 million in 2015. Two-wheelers accounted for 
73.5 per cent, autos, jeeps, and taxis for 13.6 per cent, buses for 4.4 per 
cent, freight vehicles for 4.4 per cent, and other vehicles for 7.5 per 
cent. Since 2001, the proportion of two-wheelers has increased by 3.40 
per cent, while the proportion of cars, jeeps, and taxis has decreased 
by 0.80 per cent, the proportion of buses has decreased by 0.2 per cent, 
the proportion of cargo vehicles has decreased by one per cent, and 
the proportion of other vehicles has increased by 3 per cent. Many 
cities’ public transit systems have shrunk, and some services have been 
terminated entirely (Gijre & Gupta, 2019). Eventually, it has derailed 
the urban governance process in city areas, as the municipalities failed 
to tackle these urban transport emerging challenges as it is beyond 
their administrative and financial capacity (Indian Institute for Human 
Settlements, 2019).

Issue of Urban Sustainability:  The rising urbanisation clearly 
indicates that urbanisation is the way forward. In order to tackle the 
global urban challenge, Chilean architect Alejandro Aravena states, 
“we will have to build a one-million-person city per week with 10,000 
dollars per family during the next 15 years. If we don’t solve this 
equation, people will come anyhow, but they will live in slums, favelas 
and informal settlements.” (Urban Net, 2016). But in India, the required 
urban infrastructure has not been developed so far. According to several 
studies, “65 per cent of the 7933 urban settlements lack a master plan, 
which serves as a tool to guide and regulate city development and is 
essential for managing urbanisation and spatial sustainability”. (NITI 
Aayog, 2021). Moreover, the capacity building of urban local bodies 
is another matter of concern for future planning and creating urban 
infrastructure to tackle emerging urban issues. But the irony of Indian 
ULBs is that they are facing financial crisis, even some municipalities 
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are not able to pay the salary to their employees. Their financial capacity 
can be better understood by the statistics mentioned in Table 3. 

TABLE 3: FISCAL STATUS OF INDIAN ULBs (2002-18)

Financial 
Year

Municipal 
Revenue as 
per cent of 

GDP

Municipal 
Expenditure 
as per cent of 

GDP

Municipal taxes 
as per cent of 
combined tax 
revenues of 

Centre, states 
and local bodies

Municipal 
own revenue

2002-03 1.05% 1.08% 2.4% 0.37%
2007-08 1.02% 1.09% 1.7% 0.52%
2012-13 1.05% 0.83% 1.8% 0.50%
2017-18 1.00% 0.78% 1.8% 0.50%

Source: 15th Central Finance Commission of India.

The facts and figures mentioned in Table 3 depict that municipal 
revenue as percentage of country’s Gross Domestic Product (GDP) was 
1.05 per cent in the year of 2002-03 and in 2017-18 it reached at 1.00 per 
cent. Similarly, Municipal combined tax revenue of Centre, state and 
local bodies has declined from 2.4 per cent in 2002-03 to 1.8 per cent in 
2017-18. But the ray of hope lies in Municipal own revenue, as it has 
increased from 0.37 per cent in 2002-03 to 0.50 per cent in 2017-18. 

Urban Governance and Financial Position of Major Urban Local 
Bodies of India: To understand this phenomenon, the researcher has 
chosen the six largest Municipal Corporations (MCs) of the country. 
Furthermore, the issues pertaining to their governance mechanism has 
also been elaborated (See Table 4). 

TABLE 4: FINANCES OF SIX LARGEST MUNICIPAL CORPORATION OF INDIA 

Municipal 
Corporation 

Municipal Revenue %  
Change 

Municipal Expenditure % 
Change 2012-13 2017-18 2012-13 2017-18

Mumbai 14104.3 18601.2 31.88% 12598.4 15740.6 24.94%

Bengaluru 3870.0 6371.5 64.64% 4950.0 4476.7 -9.56%

Hyderabad 3375.7 5379.7 59.37% 2587.4 4165.8 61.00%

Ahmedabad 5317.4 8006.5 50.57% 3297.0 4838.2 46.75%

Chennai 4800.5 8704.9 81.33% 4588.3 9444.5 105.84%

Kolkata 7261.8 8976.1 23.61% 6906.8 8468.2 22.61%
Source: Finances of Municipal Corporations in Metropolitan Cities of India, Indian Council 
for  Research on International Economic Relations (ICRIER) Team, 2019.
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From Table 4, it is clearly visible that a considerable (31.88%) and 
almost one fourth (24.94%) percentage change has been witnessed in 
the total revenue and expenditure of Mumbai Municipal Corporation 
respectively. Likewise, a considerably good percentage change 
(64.64%) has been observed in the revenue part of Bengaluru Municipal 
Corporation. However, very insignificant (-9.56%) fluctuation was 
noticed in expenditure part. The city of Hyderabad has experienced 
nearly two thirds (61%) change in its expenditure. Whereas, the revenue 
side too has witnessed more than half (59.37%). Ahmedabad, the capital 
city of Gujarat has witnessed (50.57%) change in its total revenue over the 
years (2012-18), nearly half (46.75%) percentage change was reported in 
its expenditure. Chennai stood at top with (81.33%) and (105%) change in 
its revenue and expenditure respectively. Lastly, the Kolkata Municipal 
Corporation has viewed a percentage change of 23.61 per cent and 22.61 
per cent in its revenue and expenditure correspondingly.

According to the 2011 census, the Chennai Municipal Corporation 
had 87.28 lakh population and the same is expected to reach 115.03 lakh 
in 2022. The rise in population is 31per cent over a decade. The total 
revenue and expenditure of the Municipal Corporation has increased 
by good percentage over the years 2012-18. At the same time, there are 
various urban governance issues that have suffered a lot due to the 
increase in urban population in Chennai, namely, drainage problem 
and scarcity of water. This was witnessed during the floods of 2020 so 
much so that the National Green Tribunal of India has taken a suo -moto 
action on the same and asked for a report from the State Government. 
The Government of Tamil Nadu in its report, listed several factors 
which caused the issues of encroachment, faulty drainage system, rapid 
urbanisation resulting in changing land patterns. Without making the 
necessary adjustments for an appropriate drainage system to control 
the flow of excess water from conventional tanks as well as flood waters 
from catchment areas, the modifications in land use patterns were made 
subsequently causing major floods (Government of Tamil Nadu, 2021). 
The number of water bodies in Chennai has seen a significant decline 
and reduction in surface area, majorly affecting the city’s ability to 
replenish groundwater as the number of water bodies in 1893 was 60 
and in the year 2017, only 28. Consequently, the people residing in the 
urban areas of Chennai are facing acute shortage of drinking water 
and water required for miscellaneous purposes. They are completely 
dependent on water tankers run by private agencies which bring water 
from other areas, subsequently, becoming a major financial burden on 
the citizens. Another issue ailing the city of Chennai due to the rise in 
population is municipal solid waste management. The identified sites 
of disposal, Kodungaiyur and Perungudi, have far exceeded their limits 
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proving to be a health hazard.  Similarly, when it comes to roads and 
transport mechanism, according to National Crime Record Bureau, 5880 
people died in road accidents from 2015-2019. Furthermore, the number 
of people injured in accidents over there were 35,784.

Hyderabad Municipal Corporation is responsible for ensuring 
governance to 67.31 lakh people according to the Census 2011, the 
same was expected to reach 81 lakhs in 2022. The city is witnessing 
tremendous rise in urbanisation. Although, the financial data provided 
by the Municipal Corporation shows an increase in its revenue over 
the years, the issue pertaining to urban governance in Hyderabad 
remains neglected. The city of Hyderabad has been facing issues with 
its drainage since many years which is attributed to many factors 
including unplanned construction, insufficient widening of drainage 
system, etc. The entire drain and sewerage system has not undergone 
a significant overhaul since it was modified a century ago after the 
catastrophic Musi river flooding; rather, successive governments have 
merely built additions. In 2021, the city witnessed floods like situation 
not only resulting in disruption of livelihood but even loss of life. With 
the increase in the number of industrial sectors in the centre of the city 
along with the peripheral areas, leading to the migration of people from 
different states, which eventually put pressure on the existing transport 
system in Hyderabad (The Times of India, 2021). Furthermore, due to the 
decrease in public transport system, the individual transportation has 
further deteriorated. Even metro rail is not well-connected or accessible 
throughout the city. The inadequacy in the transport system and 
incessant traffic jams have made congestion a common problem on the 
roads of the city. In 2022, according to Hyderabad Metropolitan Water 
Supply and Sewerage Board, there has been a decline in water levels 
in the eight major reservoirs of the city causing a havoc on the citizens, 
impressing upon them a need to order water through private tankers. 

According to the census 2011, the population in the city of Bangalore 
was 86.35 lakhs that grew tremendously, with the number expected 
to reach 131.93 lakhs in 2022. The available data shows an increase in 
revenue and expenditure over the years as well. However, this financial 
data does not go in tandem with the reality, thereby, depicting the 
miserable condition of the city management. The city’s current sewage 
system and infrastructure are unable to handle the extra water that gets 
accumulated once it rains. Originally, Bangalore’s storm water models 
were developed to complement the three valleys that cut across the 
city - Koramangala-Challaghatta, Hebbal, and Vrishabhavathy. They 
were effective as long as the city’s population remained within a certain 
range (K. N. P., 2021). As far as the roads of the city are concerned, 
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the city police had submitted a 567 pages report to state government, 
citing the reasons for traffic jams and road accidents. According to the 
report, the city is plagued by the issue of poor roadways and existing 
roadways are in poor condition. This research also identifies 518 
locations with potholes. The traffic police stations at Kumaraswamy 
Layout, Banaswadi, Whitefield, Mico Layout, Hulimavu, and RT Nagar 
have the most potholed roads. “Potholes contribute to traffic jams and 
accidents, primarily for two-wheeler riders. The report advises that such 
roads be rebuilt as soon as possible. It further said that the 78 highways  
should not be used by vehicles until they are maintained properly. Due 
to the bad conditions of roads, 832 people were died in 810 incidents 
in 2019, 655 people died and 632 accidents occured in 2020, with 655 
fatalities in 632 accidents in 2021 (The Times of India, 2021).

Upon analysing the three other largest municipal corporations of 
India, the available data show that both the revenue and expenditure 
of the municipal corporations is increasing, over the years. With the 
increase in population and business activities in urban areas in different 
countries of world, the tax revenue, non-tax revenue, property tax and 
municipal own revenue also increased but not in accordance with the 
rise in urban population (Almujadidi, Azoury, Schmautzer, & Woetzel, 
2019). The biggest reason for this is  the municipal corporations do not 
have the power to fix their revenue part on their own as this power lies 
with the state government under Article 243X (Jha, 2012). The population 
in the Mumbai Municipal Corporation was 184.64 lakh in the year 2011, 
expected to go up to 209.61 lakh in the year 2022, with Ahmedabad 
Municipal Corporation being 64.12 lakh in 2011, expected to reach 84.50 
lakh in 2022 whereas the figures are 140.85 lakh in 2011 expected to go up 
to 151.33 lakh for the Kolkata Municipal Corporation. The major urban 
issues pertaining to these Municipal Corporations include improper 
drainage system, waterlogging, inundation, inadequate infrastructure 
to deal with the growing population. Mumbai and Kolkata being 
some of the oldest cities of India are drowning in an array of problems 
especially due to slums issues. Mumbai has become synonymous with 
civic and sanitisation issues. The high density of population in the city 
is plagued by poor mechanism of garbage collection, thereby, leading 
to numerous health problems. Meagre measures are taken to provide 
proper sanitation and disposal of garbage (Praja Foundation, 2021). 
According to National Crime Record Bureau, in the year 2019, the 
city of Mumbai had witnessed the highest number of road accident 
fatalities across the 53 cities of India. Kolkata has been undergoing 
tremendous strain due to urbanisation. The city also has unsatisfactory 
solid waste management system where conventional methods need to 
be modernised in order to deal with the issues at hand. Furthermore, 
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the built-up areas in Kolkata increased from 22 per cent in 1990 to 31.4 
per cent in 2000 to 44.2 per cent in 2010 to 55.7 per cent in 2020. The heat 
island effect has been caused by the city’s annual mean land surface 
temperature, which has increased by as much as 4.72 degrees celsius 
over the past three decades due to climate change and urbanisation. This 
causes heat distress in both plants and animals (The Times of India, 2022). 
In the Ahmedabad Municipal Corporation, the situation is not very 
different. The city has to deal with the same issues as other municipal 
corporations including overflow of drainage, inundations, etc, mainly 
due to urban sprawl. The death rate in road accidents in the city has 
increased by six per cent  higher fatalities on the city roads, with as 
many as 13,456 deaths occurring in a span of two years, 2019 and 2020. 
Higher ratio of accidents is seen on the eastern parts of the cities when 
compared to the western parts, which is attributed to the movement of 
heavy vehicles (Avidha & Patel, 2018).

Discussion
After analysing the available data on the phenomenon being studied, 
it has been seen that the urban local bodies of India are under the 
tremendous strain on their fiscal health due to rapid urbanisation. In 
this regard, statistics have shown that in 1951, the urban population 
of India was a mere 64 million, the same had reached 286 million in 
2001. Interestingly, within a decade, urbanisation reached 377 million 
in 2001 with the growth rate of 3.16 per cent. As a result, the already 
financially strapped ULBs, are under the immense pressure to meet 
citizens’ development and service needs. (Meyer & Auriyacomb, 2019).

The researcher upon analysis of the six largest municipal 
corporations wherein lie the major chunk of urban population 
found that although, the financial records of these states show minor 
variations, the urban governance in these six cities is struggling almost 
the same problems like drainage system, scarcity of water resources, 
inadequate transport systems, etc. The municipal corporations remain 
entangled in trying to solve the same issues every year which seem 
recurrent, thereby, unable to cast its focus on real development of 
urban infrastructure, such as, widening of roads, alternative transport 
facilities, health and educational infrastructure development, etc. The 
governing bodies (UBLs) of major cities are under many constraints and 
are not autonomous, with no financial and administrative independency.  
Under such circumstances, there is a need to strengthen ULBs in India, 
because the urban areas contribute 63 per cent share in the national 
GDP (Gupta , 2019). Ironically, institutions meant for management of 
cities has been placed under the control of state governments, by placing 
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them under State List. The dependency level of ULBs is very high. For 
example, city management is lacking in many ULBs around the country, 
and several city-level tasks are performed by parastatals (managed by 
and accountable to the state). Several taxing powers have not been given 
to these entities, putting local finances under strain. These issues are 
likely to result in poor public service delivery in cities. (Kaur & Gupta, 
2020; Bagchi, 1999; Paul, 2014). 

Moreover, the fiscal status of Indian ULBs is worst and these are 
the weakest ULBs of the world (Mohanty, 2016). In this regard, we have 
analysed the case of some countries in terms of their local government. 
Therein, it has been seen that the ratio of local government revenue 
as percentage to gross domestic product at factor cost in Austria is 
estimated at 7.8 per cent, Estonia 10.4 per cent, Czech Republic 11.6 per 
cent, United Kingdom 13.9 per cent, Norway 14.2 per cent, Italy 15.3 per 
cent, Finland 22.4 per cent,  Denmark 37.1 per cent. On the other hand, 
Portugal stood at 6.3 per cent, Spain 6.4 per cent and India at 1.03 per 
cent (Mohanty, 2016). Keeping in view the rising urban population, the 
need of the hour is that the ULBs should be given adequate authority 
in financial matters to lead the cities (engines of growth) towards 
amelioration. 

The cities which are highly urbanised like New Delhi, Chandigarh, 
Goa, Hyderabad, Mumbai, Chennai, Bangalore, Kolkota, etc. has reached 
at a particular point wherein their resources and capacity have been 
threatened. Now, the higher tier of the government should develop 
other adjoining areas of the cities to ensure balance of migration to 
ensure that the people can make their shift in the newly emerging cities 
too. Furthermore, according to an Oxford economic analysis, 10 of the 
world’s fastest-growing cities will be from the Indian subcontinent in 
the next few years, since their GDP will rise at an exponential rate. Surat, 
Agra, Bengaluru, Hyderabad, Nagpur, Tiruppur, Rajkot, Tiruchirappalli, 
Chennai, and Vijaywada are some of these cities.  However,  it requires 
transformation and desirable change  in the existing urban framework 
and procedural administrative setup (Gupta, 2019; World Bank, 2015). 

With the existing Indian models of urban governance and 
approaches to tackle issue of urbanisation, millions are being denied 
the basic necessities like access to tap water, access to toilet, affordable 
housing, transport facilities, quality education, quality air to breathe, 
etc. Moreover, due to the prevailing municipal financial system and 
urban governance mechanism, none of our cities features among the top 
50 cities in many global rankings (NITI Aayog, 2021). Likewise, Indian 
ULBs failed to provide range of civic services and basic necessities to 
their clients, because of non-availability of financial resources (Mohanty, 
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2016). To ensure urban governance, time bound delivery of services and 
well-being of country’s fiscal health, cities must strengthen without any 
further delay. Cities function similar to living beings. Their economic 
and social infrastructure must be in a good working order for them 
to thrive. This can be accomplished in a variety of ways, including 
the use of spatial planning, giving them reasonable and legal rational 
powers of raising finance on their own  (NITI Aayog, 2021).  In addition, 
the rising urban population in city areas should not be considered as 
burden, as urbanisation is boon or a bane always depends on how the 
same is being handled. China has the potential to bring growth as it 
goes hand in hand with development (Gangola, 2020). In case of India, 
National Commission on Population in its report has projected that 36.8 
per cent population (600M) will be in cities by 2036 (Observer Research 
Foundation, 2021). As a result, the country’s urban local governments 
are in desperate need of attention in order to ensure urban governance 
and long-term growth (Bernardo, 2020; Zargar S., 2020, Gupta, 2019; 
Gijre & Gupta, 2020).

CONCLUSION 

In spite of having limited funds and financial autonomy at their disposal, 
the Indian cities are contributing 62 per cent to the GDP. Taking their 
economic contribution into consideration, one can say that cities are 
playing a very important role in growth and development of India. 
They will play an even more vital role for the same in the coming 
days. Therefore, at present, the only sector which is in dire need of 
reform, transformation, and autonomy is the Urban Local Bodies of 
India. The imperatives for India in 2022 include improving the lives of 
marginalised communities, establishing systems for citizen participation 
in civic activities, and limiting population increase. The Atal Mission 
for Rejuvenation and Urban Transformation (AMRUT), Housing 
for All, Smart Cities, Swachh Bharat, and Rurban Missions, among 
other national and state-level efforts, provide an opportunity to better 
manage India’s urban transition. Governments at all levels, national, 
state, and municipal must work harder to guarantee that the benefits 
of urbanisation reach all segments of society.  

REFERENCES

1.	 Almujadidi, L., Azoury, C., Schmautzer, D. and Woetzel, J. (2019). Unlocking the 
full potential of city revenues. New York: Mckinsey and Company. Retrieved 
June 12, 2022, from https://www.mckinsey.com/industries/public-and-social-
sector/our-insights/unlocking-the-full-potential-of-city-revenues

2.	 Avidha , R. M. and Patel, A. C. (2018). About Urban Sprawl: A case Study 
of Ahmedabad City. International Reserach Journal of Engineering and 
Technology, 5(01), 2-3. Retrieved July 9, 2022.



18 /  	  NAGARLOK	  
       	  VOL. LIV, Issue 3, July September 2022

3.	 Bagchi, S. (1999). Myth of empowering Urban Local Bodies. Economic and 
Political Weekly, 1-2.

4.	 Bandyopadhyay, S. (2014). Municipal Finance in India: Some critical issues. 
New York: International Center For Public Policy.

5.	 Bank, W. (2015). East Asia's Changing Urban Landscape. In W. Bank, East 
Asia's Changing Urban Landscape : Measuring a Decade of Spatial Growth (p. 
02). World Bank Publications. Retrieved from https://ebookcentral.proquest.
com/lib/inflibnet-

6.	 Chapagain, D. (2018, December 12). Present Situation of Urbanization in Nepal. 
International Journal of Humanities Social Sciences and Education (IJHSSE), v (12), 
1-6. Retrieved june 5, 2022, from https://www.arcjournals.org/pdfs/ijhsse/
v5-i12/17.pdf

7.	 Datta, A. (1995). Municipal Reforms in India: Comprative models and processes. 
Economic and Political Weekly, 1-5.

8.	 Friedman, J. (2018, April). What is Urbanization and what are the positive and 
negtive effects. 1-8. Conservation Institute.

9.	 Gangola, P. S. (2020). Urbanization: Boon or Bane with Reference to Rudrapur. 
Indian Journal of Society and Politics, 7(2), 1-6. doi: 2455-2127

10.	 Gijre, V. and Gupta , S. (2019). Urban Transport Governance Practice and 
Challenges in an Emerging Economy –Case Study of India. Mumbai: 
Transportiion Research Procedia. doi:2435-2445

11.	 Government of India. (2016, June). Urbanisation in India. Retrieved from 
https://en.wikipedia.org/wiki/Urbanisation_in_India#:~:text=The%20
population%20residing%20in%20urban,to%20reside%20in%20urban%20areas.

12.	 Government of Tamil Nadu. (2021). Before the Honorable National Green 
Tribunal. Chennai: Insight I.A.S. Retrieved July 11, 2022, from https://www.
insightsonindia.com/2021/09/27/state-government-report-on-chennais-
flood/

13.	 Gupta, P. (2019, August 7). Three-fourth of India’s GDP to come from urban 
population if these reforms are made. Retrieved from Financial Express: https://
www.financialexpress.com/economy/three-fourth-of-indias-gdp-to-come-
from-urban-population-if-these-reforms-are-made/1668629/

14.	 Indian Brand Equity Foundation. (2013, March). Jammu and Kashmir Paradise 
on Earth. 1-48. New Delhi: IBEF.

15.	 Indian Institute for Human Settlement (2019). Urban Transport In India: Issues 
and Challenges. New Delhi : IIHS.

16.	 Jha, R. K. (2012). Public Finance. Puduchery: Pearson. Retrieved July 10, 2022.

17.	 K, N. P. (2021, December 4). Bengaluru’s stormwater drain story: Lack of 
planning, design, maintenance. Bengaluru, Karnataka: Citizens Matter. 
Retrieved July 11, 2022.



	 URBAN LOCAL GOVERNMENTS’ RESPONSE TO URBANISATION 	 /19  	
	 SHAFIQ AHMED

18.	 Kapoor, A. and Sinha , H. (2020, November). View: India’s urbanisation 
challenges and the way forward. 1-15. New Delhi: The Economic Times.

19.	 Kaur, P. and Gupta , S. (2020). Examining urban local governance in India 
through the case of Bengaluru. PRS Legislative Research, 1-8.

20.	 Kaw, M. A. and Annanya, S. (2016). Urbanization and its impact. Taylor and 
Francis, 1-16.

21.	 Khan, K. A. and Mondal, N. A. (2018). Urbanisation Level and Pattern in Jammu 
and Kashmir: A Regional and District level Analysis. IJAR- International Journal 
of Research and Analytical Review, 5(3), 1-6.

22.	 Kousar, R. (2021). Border conflict: Undersatnding the impact on the Education 
of the children in Jammu region. Taylor and Francis, 1-25.

23.	 Meyer, N. and Auriyacomb, C. (2019). Good Urban Governance and City 
Resilience: An Afrocentric Approach to Sustainable Development. MDPI, 
11(19), 1-12. doi:10.3390/su11195514

24.	 Ministry of Housing and Urban Affairs. (2021). Government of India.

25.	 Mohanty, P. K. (2016). Financing Cities In India. New Delhi:SAGE Publication 
India Pvt. Ltd, 978-93-515-0875-5, P 150-180.

26.	 Mueller, B. (2020). Why public policies fail: Policymaking under complexity. 
Science Direct: Economia, 1-12. doi: D8; D04; D78; H5

27.	 Mukherjee, B. S. and Schutt, B. (2018). An overview of the impact of land use 
land cover changes (1980-2014) on urban water security of Kolkata. Tylor and 
Francis, 1-21. doi:10-3390.

28.	 Natu, N. and Das, M. (2021). No shelter for homeless women for whom 
each day is fraught with risk. 1-8. Mumbai, Maharashtra: The Times of India. 
Retrieved from https://timesofindia.indiatimes.com/city/mumbai/no-
shelter-for-homeless-women-for-whom-each-day-is-fraught-with-risks/
articleshow/86330856.cms

29.	 NITI Aayog. (2021). Reforms in Urban Planning Capacity in India. New Delhi: 
Government of India. Retrieved from https://www.niti.gov.in/sites/default/
files/2021-09/UrbanPlanningCapacity-in-India-16092021.pdf

30.	 Observer Research Foundation. (2021). Managing India's Urban Transition in 
2021. New Delhi: Observer Research Foundation (ORF).

31.	 Office of the Registrar General and Census Commssioner of India. (2001). 
Variation in Population since 1901. New Delhi: Ministry of Home. Retrieved 
from https://censusindia.gov.in/census_data_2001/india_at_glance/
variation.aspx

32.	 Organisation for Economic Co-operation and Development. (2020). Current 
trends in decentralisation. New york: OECD.

33.	 Paul, S. (2014). Finances and Governance of Urban Local Bodies: An Approach 
Of Uban Develeopment Perspective from a Developing Country (India). Journal 
of Urban and Regional Analysis, 1-6.



20 /  	  NAGARLOK	  
       	  VOL. LIV, Issue 3, July September 2022

34.	 Penn Institute for Urban Research. (2019). The Hidden Costs of “In-Situ”Slum 
Redevelopment in Mumbai. Mumabi: Penn Instituate for Urban Reserach.

35.	 Poel, V. D., Donnel, O. O. and Doorslaer, E. V. (2009). The Health Penalty Of 
China’s Rapid Urbanization. Rotterdam: Tinibergen Institituate. Retrieved 12 
14, 2021.

36.	 Praja Foundation. (2021). Report on Status of Civic Issues in Mumbai. Mumbai: 
Praja Foundation. Retrieved July 8, 2022, from https://www.praja.org/
praja_docs/praja_downloads/Report%20on%20Status%20of%20Civic%20
Issues%20in%20Mumbai%202021.pdf

37.	 Prasad, V. S. and Xueqian, S. (2017). Urbanization and Its Impact on Rural 
Livelihoods: A Study of Xichang City Administration, Sichuan Province, China. 
Chinese Journal of Urban and Environmental Studies, v(4), 4-12. doi:10.1142/
S2345748117500282

38.	 Robert, W. E. (2016). Urban Governance. U.K: Governance social development 
Humanitarian conflicts.

39.	 Singh, C. and Singh, C. (2015). Financing of Urban Local Bodies in India. New 
Delhi: Decan Herald, Indian Institute of Management Bangalore, Working 
Paper NO. 493.

40.	 Sivam, A. (2021). Housing Supply in Delhi. Journal of Urban Affairs, 20, 1-15. 
doi: 10.1016/S0264-2751(02)00121-X

41.	 Slack, E. (2009). Guide to Municipal Finance. Nairobi: United Nations Habitat, 
978-1-132027-5, P 12-56.

42.	 The Economic Times. (2021, February). How Chennai, one of the world's wettest 
major cities, ran out of water. Chennai, Tamil nadu, India: The economic times 
of India . Retrieved from https://economictimes.indiatimes.com/news/
politics-and-nation/how-chennai-one-of-the-worlds-wettest-major-cities-ran-
out-of-water/articleshow/80680182.cms

43.	 The Hindu. (2018, May). Urbanization on the rise in India. 1-16. New Delhi.

44.	 The Hindu. (2021, July). Water Shortage in Delhi due to Mismanagement. 
Retrieved from https://www.thehindu.com/news/cities/Delhi/water-
shortage-in-delhi-due-to-mismanagement/article35270022.ece

45.	 The Times of India. (2020, November ). Greater Hyderabad Municipal Corporation 
proposes Rs 5,600 cr. budget for next fiscal year. Hyderabad, Telengana, India.

46.	 The Times of India. (2021, November 13). Bengaluru saw most accidents caused 
by overspeeding last year: NCRB. Bangaluru, Karnataka: Times of India. 
Retrieved July 11, 2022, from https://timesofindia.indiatimes.com/city/
bengaluru/bluru-saw-most-accidents-caused-by-overspeeding-last-year-ncrb/
articleshow/87676008.cms

47.	 The Times of India. (2021, July 16). Hyderabad rains: Repeat of nightmare 2020 
as drains overflow. 6. Hyderabad, Telengana: Times of India. Retrieved July 
11, 2022.



	 URBAN LOCAL GOVERNMENTS’ RESPONSE TO URBANISATION 	 /21  	
	 SHAFIQ AHMED

48.	 The Times of India. (2022, April 8). Kolkata hotter by nearly 5°C as urban sprawl 
grew 33% in 30 years. Kolkatta. Retrieved July 8, 2022.

49.	 United Nation Habitat. (2015). The Challenge of Local Government Financing 
in Developing Coutnries. Nairobi: UN- Habitat.

50.	 United Nations. (2018). World Urbanization Prospects. New York: United 
Nations (Department of Economic and Social Affairs).

51.	 Urban Net. (2016). The Role of Local Governments in Sustainable Urbanisation. 
1-15. New york.https://www.urbanet.info/local-governments-sustainable-
urbanisation/

52.	 Vaidya, C. (2009). Urban Issues, Reforms and way forward in India. New Delhi: 
Department of Economic Affairs, Ministry of Finance, Government of India.

53.	 World Bank. (2015). East Asia’s Changing Urban Landscape: Measuring a 
Decade of Spatial Growth. New york: World Bank.

54.	 World Bank. (2020). Understanding Poverty. Chicogo: World Bank. Retrieved 
from https://www.worldbank.org/en/topic/urbandevelopment/overview

55.	 Zargar, S. (2020, October 16). Why a potential property tax in Jammu and 
Kashmir has drawn protests from local parties. Srinagar, Jammu and Kashmir, 
India. Retrieved April 12, 2021, from https://scroll.in/article/975727/why-
a-potential-property-tax-in-jammu-and-kashmir-has-drawn-protests-from-
local-parties


	1--Shafiq Ahmed

