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Foreword 

South Asia Infrastructure Unit (SASIN), 
in collaboration with the Urban and Water 
Sector Board in the PSI Network of the World 
Bank, organized a "South Asia Urban Forum" 
on Thursday June 24, 1999. We are pleased to 
share with you the Proceedings of the Forum. 
The purpose of this one-day forum was to take 
stock of the progress of urban operations in the 
South Asia Region of the World Bank, share 
information and exchange views with Bank 
colleagues and some of our clients. About 114 
participants attended the forum, including a 
delegation from the State of Tamil Nadu, India. 

The World Bank's South Asia Region is 
experiencing rapid urbanization. By 2025, the 
region will have a majority of its people living in 
urban areas; a phenomenon that is 
unprecedented. At present 3 1 percent of people 
living in cities of South Asia live in poverty. By 
2025, it is expected that this number will grow 
to nearly 40 percent . The pace of urbanization 
is expected to continue as the region becomes 
more linked to the global economy. To provide 
services to the 38 percent poor residents in 
these cities, would require concerted efforts to 
seek solutions that work and replicate them. 
Cities, which are already producing nearly 50 
percent of the region's GDP, will need to 
become more competitive in order to sustain the 
demand for services from the burgeoning urban 
populations. Sustained economic growth and 
development in the region is increasingly going 
to depend on the quantity and quality of urban 
services which cities will be able to provide 
citizens and industry. Massive concentration of 
population and economic activities create 
pollution and aggravate the situation of already 
widespread urban slums. If these externalities 
and social issues are not properly addressed, the 

welfare of urban populations, particularly urban 
poor, will be adversely affected, which could 
eventually lead to social unrest. Cities would 
also need to be well managed and governed in 
order to meet the challenges of urbanization. 
Paying attention to city finances will be critical 
to allow sustainable provision of basic services 
to its residents. 

The timing of this Forum was opportune. 
The region is now beginning to record results of 
the first generation of the renewed urban 
operations in the South Asia Region after a 
decade of non-investment in the urban sector in 
the Region. In collaboration with the Urban and 
Water Sector Board, SASIN has taken the 
following systematic and cascading approach to 
urban development in South Asia: 

8 Formulation of Urban Strategies at the 
National andlor State Level in India, 
Bangladesh and Pakistan (Punjab State). 

Assisting cities with City Development 
Strategies(CDS) in India, Bangladesh, Sri 
Lanka and Nepal. 

Financing Specific Investment Projects that 
derive from these strategies in India, 
including the Tamil Nadu Urban 
Development Project 11, Karnataka 
Municipal Strengthening project, Gujarat 
Municipal Institutional Strengthening and 
Urban Infrastructure Development Project; 
the Municipal Services Project in 
Bangladesh and the Punjab Municipal 
Development Fund Project in Pakistan. 

These projects address a number of 
fundamental issues of urban sector reforms, 



including but not limited to: capacity building of 
municipalities; municipal financing through 
municipal development funds, municipal bond 
and performance grants for less creditworthy 
municipalities; participatory community-based 
infrastructure services delivery for .urban poor; 
and sustainable environmental projects. 

Key strategic issues were presented and a 
wide variety of innovations in project design, 
supervision of project implementation, and 
financial leveraging techniques being used in 
SASIN operations were discussed. We are very 
pleased that we could achieve the objective of 

the forum by making it a stimulating and 
interactive event, allowing participants to update 
their knowledge, share insights, meet colleagues 
working on similar issues, and work together in 
exploring new ideas. We also were able to 
show-case successes achieved by our clients in 
the Tamil Nadu Urban Development Project 
which provided an opportunity for learning and 
knowledge sharing between clients and Bank 
staff. Sharing of best practices will allow the 
Bank and its clients to push the frontier on what 
works in poverty reduction in urban areas, 
thereby contributing to scaling-up the impact of 
successful projects and approaches. 

Frannie A. Leautier 
Sector Director 

South Asia Infrastructure Sector Unit 
The World Bank 
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Old problem.. . . 
Why renewed urgency? 

4 Increasing number of poor, most of whom are or will 
be in urban areas 

4 Size and urgency of problem requires different ways of 
working 

4 Few sustainable successes, with a key challenge in 
scaling up 

4 Macro and financial crises have cast doubt on well- 
held concepts and approaches 

DEMOGRAPHICS AND INCOME 
DISPARI'TIES 
4 Urban growth rates in Asia about the same as global 

average, but absolute numbers in urban areas are 
orders of magnitude larger 

4 High concentrations of population (density) in Asian 
cities, with densities higher than any other region in the 
world 

4 While income disparities in Asian cities are low 
compared to other regions, there are high intercountry 
disparities at a very low level of city product compared 
to the world average 

4 Special characteristics of cities in small land-locked 
countries, and port cities 

DISPARITIES EXIST WITHIN AND 
BETWEEN REGIONS 

Income disparity is 
ratio of top 20% 
households to bottom 
20% households 
average ratio in region 

Source: UNCHS Global Urban Observatory 

Global transformation with important shifts 
for urban centers 

4 Demographics and income disparities 
4 Decentralization and Governance 
4 Role of the city in regional economies 
4 Pressure for services and infrastructure 
4 Environmental and social factors 

VARYING REGIONAL DEMOGRAPHICS 

Source: LMCHS Urban Indicators Program 

URBANIZATION 

4 Increasing concentration in large cities across all 
countries in the region 

4 Urban poverty growing faster than rate of urban 
growth in South Asia 

4 Population pressure, country size, and regional 
inequalities shaping pattern of development and 
role of transport 

4 Cities beginning to function as 'systems of cities" 
with quality of city management interacting with 
transport policy and performance in shaping 
further urbanization 

1-1 



Number of cities by city size 

Source: UNCHS Urban Indicators Rogram 

Petal and Fugal Forces in SAS Urbanization 
Patterns 

City Population Density Growth Roduct 
(000) rate Upas. (1993) 

Bombay 10,265 603 2.04% 275 

Chittagong 2,400 61 5.34% 218 

Bhiwandi 553 934 22.88% 34 1 

Lahore 4,509 37 3.59% 428 

Colombo 4,390 86 0.49% 1,036 

Illustration of the implications of good 
governance on cities comparative 
advantages 

The Kathmandu-Biratnagar-DhakaChittagong 
Corridor and the functioning of key cities: 
current traffic 420,000 tons per year, potential 
to double 
Road link only if using Chittagong port, but rail 
and road if using Calcutta 
Chittagong and Calcutta in competition, and 
performance of ports and cities critical 

Wdhin Region Demographics 
< .  

Y 

Fast but varied growth of urban centers in South Asia 

+ High rural-urban migration has fueled fast and 
uncontrolled urban growth 

+ Population concentration in increasingly larger 
metropolitan areas 
Growing importance of secondary cities and towns 

DECENTRALIZATION AND GOVERNANCE 

+ Constrained fiscal environment at central level a big 
force driving decentralization 
Growing reliance on local bodies in service delivery, but 
these bodies have weak management capacity and do 
not have sustainable finances 
Capacity of local governments to manage their cities 
impacts the comparative advantage of cities 
Size and importance of local bodies shapes the 
competitive position of cities as well as the quality of 
their management 

City Performance 

Source: UNCHS Urban Indicators Rogram 
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Financial Management and Transparency 

Revenues and 
CAPEX in 1993 
$ per capita 

Source: UNCHS Urban Indicators Program 

Past Approaches, 
Lending Trends & 
Lessons Learned in 
SA Urban Projects 

LOCAL GOVERNMENT CAN.. .... 

CENTRAL GOVERNMENT CAN ..... 
F @ - T E e  LG 

Kathmandu 1 X 
1 2E'El 

EGTFiTpX-'p 

a n g ~ + ~ -  - 
I 1 1 _: 

Source UNCHS Urban Ind~cators Program 

Tiffty 

Kathmandu 

Bratnagar 

Dhaka 

,Tangail 

ChMagong 

Potential challenges 
+ Dhaka may not be able to react in an agile and 

flexible manner due to size constraints 
+ Governance as shown by transparency and 

autonomy may give advantage to Tangail and 
Biratnagar over Dhaka and Kathmandu 

+ Chittagong city may be performing well but issues 
need to be resolved in Chittagong port to protect 
position relative to Calcutta 

Past expe5ences: Project Types 
(1) Multi-sectoral integrated projects addressing 

Source: UNCHS Urban Indicators Program 

Settaxes 
&charges 
Some 

Some 

... 

/W 

,411 

+delivery andlor improvement of services 
and shelter to the urban poor 

+improvement of municipal services I 

Borrow 

Some 

... some 

1; 

+development of strategies to deal with rapid 
urban growth 

Contratfj 

All 

Alr 

m 
I 

+strengthening of local institutions to 
prepare and implement integrated urban 
developments 



(2) City and Statewide Water Supply and 
Sewerage Sanitation Pmjecfs 

4 Dealing with urban W&S sector, and expansion 
of water supply and sanitation facilities to the 
urban poor. 
(3)Uhan housing finance projects 

4 Designed to develop market-oriented housing 
finance, and reduce deficit in urban shelter and 
services. 
(4)Uhan transport pmjects 

4 Designed to improve physical and financial 
performance of the public bus and rail 
companies. 

Main Constraints..(contd.) 
Rapid urban growth outpacing the wrvlce 

supply Increases provlded through some 
of the projects 

Emphasls on physical works, soft on 
lnstitutlonal strengthening & financial 
Reform 

Unwleidy nature of Integrated proJects 

Inadequate assessment of demand, often 
obliged governments to rescue wlth heavy 
subsidles 

Recognize the schizophrenic aspects of 
urban development: 

4 Orchestrate a maniage between soaal policy, economic 
growth, infrastructure services 

4 Forge coherence between community desire fo; results. 
private sector interest in profits and NGO interests in 
process 

4 Tolerate the coexistence of city-wide and sitespecific 
solutions 

4 Accept that there is beauty in the ugliness, and frogs can 
turn into princes 

Main constraints faced during past 
efforts 

Non-responsive urban or sector policy 
frameworks 

*Land acquisition problems 

Weak financial and institutional capaclty of 
municipalities and concerned agencies 

Work overload of implementing agencies 

Lack of funds for 08M of infrastructure and 
Improvements 

What is South Asia doing to deal with these 
issues? 

4 Draw up holistic frameworks that sharpen strategic 
vision, recognizing the schizophrenic aspects of urban 
development 

4 Introduce long-term system-wide approaches rather 
than project approach to investment in urban areas and 
transport-focus on development impact 

4 Learn from others and focus on long-term institutional 
building, understanding that change requires a process 
of transforming urban societies 

4 Move towards regional rather than national programs, 
understanding spatial aspects and 'systems of cities" 

Lessons from impact based budgeting in the 
region ....... The Case of India 



India: From CAS to Urban Sector Strategy 

( CAS Objective I I Urban Sector 1 
+ Focus on reforming 

states 

+ Support policy 
reforms in selected 

1 sectors 

. State-wide institutional reform 
8 development strategy for 
ULBs in UP . Urban management 
strengthened and access to 
ULB funding improved in TN, 
Kamataka, Gujarat 

Lessons from clients in regions of the world 
The South East - East Asia 
Regional Dialogue on Providing 
S e ~ c e s  for the Urban Poor 

. Poverty alleviation 

Social and political aspects 

- mobilize communities and get stakeholders 
involved 

- understand varying perceptions of urban 
poor, private sector, NGOs, local 
governments, politicians 
search for partnerships and build alliances, 
coalitions 

. Better understanding of urban 
poverty and mlcro-credit for 
urban community 
infrastructure 

From Objectives to Outcomes to Deliverables 

+ Competitiveness revised legal ~ e w o r k  for 1 iL Community Infnrsbucture Pilot 

land management Kmataka WS Management & 

efficiency of municipal Municipal Strengthening Prqect 
entitles (stafiing) TNUDP 

Livability-urban environment r Solid Waste Management 
and cultural heritage 

UItIan Po 

Sector Outcomes 
Governance 

ULB management practices 
improved in 3 states 
redefined roles of state 
entities under 
decantrelization 

Get the process right.. ... 

Start with the social aspects 
. . .... then get the economics 
right ..... 
and only then go for the 

physical 
and technical solutions 

Deliverables 
W r  Pradesh Urban Projed 
Gujarat Municipal Strengthening 
& Urban Infrastructure 
Development Project 
West Bengal Urban Sector 
Reform Projed 

Social and political aspects (continued) 

4 Understand and incorporate 
heterogeneity of community needs 
(gender, age, religious, ethnic, new 
comers, and informal settlers). 

4 involve politicians and capitalize on 
political cycles, get mayors and local 
bodies involved 
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Understanding social aspects is critical to deliver 
good financial performance 
+ Collection rates can improve if communities 

are involved 
+ Substantial community participation in 

financing limits political interference and 
patronage, and lowers financial risks 

Menu of options to beneficiaries and 
partners 

+ Development alternatives 
+ Tenure solutions 
+ Land actqui'sition alternatives 
+ Financing models for corporate partners 
+ Inter-jurisdictional transfers 

New concepts (continued) 

+ There is path dependency 
and outcomes are 
unpredictable 
+ start with pilot and scale- 

UP 

Multiple models exist, no one size fits all 

'Bundles and packages of options are more effective 
than single service solutions' 

- 

New concepts.. . . 
+ It's a complex process of social 

transformation.. . . 
+ Housing as a verb and as an ongoing 

process 
+ There are multiple solutions and path 

dependency 
+ in-situ upgrading, redevelopmen:, relocation 
+ regularization of tenure or not 

Necessary shifts in long-held concepts 

+ Poor are creative and innovative, need to work 
with and not for the people - 

+ Cost is not the problem, poor can and are willing 
to Pay 

+ NGOs as managers of social concerns rather 
than advocates of social change 

+ Business as good corporate citizens, with an 
image to protectlenhance, and not as 
philanthropic one-time contributors 

+ Poor (women) are bankable. 
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2. KEY NOTE ADDRESS: THE LINKAGES OF COMPREHENSIVE 
DEVELOPMENT FRAMEWORK AND THE SOUTH ASIA 

URBAN OPERATIONS 

by Mieko Nishimizu, Vice President, South Asia Region, The World Bank 

"To fight poverty with passion and 
professionalism for lasting results." This, is the 
first sentence and the very essence of our Bank's 
Mission Statement. It has a special place in 
South Asia, because it is here that harbors a 
lion's share of the world's poor. It is also in 
South Asia where most children of the world are 
growing up in poverty, and nucleus of the poor 
continues shifting from villages to towns to 
cities to mega-cities. There is no poverty 
alleviation without urban development, and no 
urban development without poverty alleviation. 

subconscious that kept calling me a liar, 
questioning how I could possibly commit myself 
to an outcome that would never be realized in 
my lifetime. 

Thanks to you and other teachers inside 
and outside the Bank, including those among the 
people of South Asia, I now think very 
differently. I think of development as 
transfonnation of a society. Yes, this is the 
paradigm at the heart of Comprehensive 
Development Framework. 

This morning, I want to help frame all the I think of development ~rocess as an ever- 
good thinking to come in this Forum by sharing lasting process of change, wherein people of a 
two thoughts with you. First, I want to place society choose to gain more control over their 
your urban work on a different paradigm for own destiny, enrich lives by widening their 
development. Second, I want to put your urban horizons, reduce afflictions and shackles of 
work into a different global context. poverty, and improve the very vitality of life. 

A Different Paradigm for Poverty Alleviation 

Our central challenge must be to deliver 
on poverty reduction, period. So, I think about 
our commitment to fight poverty, all the time. 

I used to think of development as poverty 
alleviation measured in terms of concrete stuff 
like per capita income or literacy rate. This kind 
of thinking shaped my personal commitment to 
poverty alleviation. I never doubted the strength 
of that commitment. But, looking back, I think 
there was this little voice somewhere deep in my 

I think of as first 
and foremost that of a society--a living and 
dynamic strategic "framework" that is based on 
a long-term vision of the society's own; that 
identifies structural barriers for its 
transformation; that selects those who can serve 
as catalysts for change; and that is founded on a 
participatory process amongst the people to 
reach down deeply into the society in creating, 
revising, adapting and realizing that vision. 

I think of country. sector, or city 
assistance strategy as our banking business 



strategy that maps into such a living and 
dynamic "framework". 

And I think of our role as a facilitator for 
the process of a society's own transformation, 
invited by the society to serve as a catalyst for 
change as honest neutral brokers, which after all 
is at the heart of our corporate strength. 

So, success of our assistance cannot be 
judged by high rates of return alone, but by 
whether development outcomes begins the 
sustained social learning, spreading to a broader 
society over time--whether the very acorn of 
such sustainable institution building has been 
firmly planted and is beginning to grow as a 
strong oak. As such, it is an open-ended process 
that cannot and should not be designed 100 
percent up front. This is a "poverty alleviation" 
outcome to which I can hold myself 
accountable. It is not an outcome beyond my 
lifetime's reach. There is no longer that "little 
voice" anywhere in my subconscious, calling me 
a liar. 

Call it the CDF way, if you would like. It 
is a way of thinking about poverty alleviation 
that I want to see reflected in everything we do-- 
in each country on its own merits, at the national 
or sub-national levels all the way down to cities, 
towns, and village communities, and all the way 
up again. Exactly how, in urban work, is better 
left up to your talent and teamwork. You know 
that you, too, are empowered to think creatively, 
act, and transform yourself and those who work 
with you. For me to tell you how, cames the 
risk of micro-management, stifling your 
innovation and throwing away many good 
acorns. 

But, if you really want to know, or if you 
would happen to ask me (here I go!), there is one 
advice I can give: Work smart! Don't waste 
your time designing a perfect Titanic of social 
transformation, and don't even think about an 
imperfect one unless it comes with a captain and 
his crew. Be on the lookout for promising 
change leaders and change agents in any urban 
society--be they elected officials, civil servants, 

NGO leaders, slum community presidents or 
agitators. Engage with such people and form 
lasting alliances. Help them help themselves, 
and their people. 

A Different Context for Poverty Alleviation 

So, we are the facilitators who enable 
these change leaders and agents to see their 
dream come true. There are many reasons why 
each of us wants to fight poverty that way, in 
urban as well as rural South Asia, with passion 
and professionalism for lasting results. I now 
want to share with you one of several that I 
hold--one that you may not have had an 
occasion to dwell on, but one I want you to have 
as a "different context" to your work in fighting 
urban poverty. 

I have a strategic view about our Bank: 
that, in the long term, IBRD will see a 
significant geog-ra~hical shift of its "customer" 
base. IBRD's financial importance will diminish 
except for a few regions of the world. The last 
year and a half will be shown as an anomaly, 
and IBRD lending to emerging and intermediate 
economies will decline. In fact, the last decade 
altogether will be seen as an anomaly--as the last 
gasp of the post-World War I1 decolonization-- 
as Eastern Europe, most of Latin America and 
East Asia will link up with the rest of the world 
through financial and other mechanisms that 
exclude us. To be sure, this is not a widely- 
shared view. But, it is one that the South Asia 
Management Team shares, as a team. 

This view implies that the main 
geographical focus for IBRD, and IDA, will be 
where the world's poor remains concentrated. 
That is, South Asia, Africa, and certain parts of 
the rest--notably, parts of the Former Soviet 
Union, Cuba, remote regions of China, North 
Korea, Myanmar, Viet Narn, Laos, Cambodia. 
Note, that these are places that happen to contain 
seeds of political instability, tracing the world's 
"fault lines" of political uncertainty. This 
happenstance may not be a mere coincidence. It 
gives our Mission to fight poverty an entirely 
different global context. 



Such a geographical focus for IBRD and 
IDA means a long-term relevance of our 
Mission, of course. But, it also means we must 
focus on poverty alleviation with a sense of 
urgency, equating it to global political stability-- 
the world peace. 

We cannot let short-term needs of other 
parts of the world drive our "tooling up" for the 
longer-term. Our stratepic "drivers" will have to 
remain investments in social and human capital, 
institutional development, good governance, and 
good old-fashioned policy, as before. But, this 
political context adds critical dimensions to our 
strategic "drivers": a rapid scaling-up of rural 
poverty (where we have a pretty good idea on 
solutions) and a serious attack on urban poverty 
(which we do not yet comprehend as well as we 
should). In both, I hope we can set our eyes on 
jump-starting a dynamic process of social 
transformation, rooted firmly in empowerment 
and social mobilization at the grass-roots in rural 
and urban communities. Stable societies are 
ones that have discovered positive powers of 
individual and collective empowerment--therein 
lies a link between political stability and poverty 
alleviation, in rural and increasingly in urban 
societies. 

What are events and trends that constrain 
us in moving in this direction? Not surprisingly, 
they are political ones. After all, the ultimate 
risk our Bank takes on its balance sheet is the 
political risk of member sovereigns. 

Regional and domestic political conflicts 
are the major negatives. Here again, the end of 
the Cold War has changed the political 
landscape, "downgrading" the world-wide 
attention to localized conflicts, until serious 
problems erupt (e.g., the nuclear testing in India 
and Pakistan). Political constraints to 
development are present in all countries, not just 
India and Pakistan. Afghanistan is our extreme 
example--a nation of people who have never 
seen an enduring peace in its history. In Sri 
Lanka, the civil war continues to take a heavy 
toll in people's lives and financial resources, 
mortgaging the country's future. In Bangladesh, 
"hartals" and politically motivated violence are 

imposing substantial social and economic costs. 
In Nepal, low-level Maoist insurgency is doing 
the same. In Pakistan and India, the Kashmir 
conflict remains unresolved. In the former, civil 
strife in Sindh, particularly Karachi, continues. 
At this time, it is only in Bhutan and the 
Maldives where the political environment seems 
calm (but, there may be clouds in the horizon 
even there). There is probably little we can do 
to influence these factors. But, we must at least 
become better informed by (and of) them in 
designing our strategy, as proactively as 
possible. 

Poor-to-mediocre governments and 
governance--poor-to-mediocre political leader- 
ship, that is--are the other major constraints. 
Bhutan and the Maldives demonstrate what the 
combination of political stability and 
enlightened and/or strong leadership can do for 
development. Afghanistan defines the other 
extreme. In between lie the rest of South Asia, 
burdened with political plurality driven by 
ethnic, religious, or ideological divide, violent 
party-rivalry politics, and/or involvement of 
criminal elements in political process. 
Investments in people, institutions, good 
governance and good policy suffer enormously 
as a result. 

Yet, there are hopes at sub-national levels, 
as seen for example in some Indian states, even 
in Pakistan's Punjab Province perhaps, and in 
cities, towns and countless village communities 
throughout South Asia, where strong leadership 
is turning governments and governance around 
to work for development. We are indeed 
privileged to have such leaders as our partners-- 
some of them are among us today. I hope that 
partnerships with such islands of success 
wherever they exist, and with civil society in 
general for participatory development process, 
will be at the heart of South Asia's urban 
assistance strategy. 

So, once again, work smart. Do not waste 
your good time on a Titanic without an 
outstanding captain and a first-rate crew. Be on 
the lookout for promising change leaders and 
change agents among elected officials, civil 



servants, NGO leaders, slum community operational sights so, I dare say the magic of 
presidents or agitators. Engage with them. poverty alleviation through social transformation 
Form lasting alliances. Help them help will happen--in your own lifetime. 
themselves and their people. If you set your 



3. THE BANK'S URBAN STRATEGY 
AND ITS CHALLENGES 

Angela Grifln, Sector Manager 
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Aim of Strategy 
(Urban "Mission"): 

To help national and local governments build their 
capacity to: 

improve the lives of the urban poor 

manage urban growth 

improve city efficiency and productivity 

thereby contributing to national goals of poverty 
reduction and sustainable development. 

B]B URBAN 

Within a generation, the developing 
world's population will be mainly urban 
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The Development Stakes are High: 

+ Cities account for the lion's share of GNP and 
wealth creation 

+ Poverty is becoming increasingly urban - and 
cities face worsening public health, safety and 
security concerns (crime, violence, natural 
disasters) 

+ 'Brown" environmental problems and urban 
congestion have direct impacts on household 
welfare (especially for the poor) and on 
productivity. 

@ URBAN 

The Challenge -- meeting increased 
needs and demands arising from: 

+ Urbanization 

+ Globalization 

+ Decentralization 

+ Government reform and adjustment of 
publidprivate sector roles 

a These trends increase the importance of 
cities and local governments for poverty 
reduction and economic development 

@ URBAN 

Small cities predominate, but larger ones 
are gaining in share of urban population 
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realize development benefits of urban growth 1 
through Sustainable Cities --which are: 

(1) "Livable" - 
+ with equitable opportunity for all residents to 1 
participate in economic and political life of the city 
(e.g. access to essential services, secure tenure) ~ 

I + in healthful and safe environment 
* * implies addressing both income and non- 1 

income dimensions of urban poverty, inequality and 
exclusion - --- I 

e URBAN 
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to be "Livable" cities must also be: 

(2) "Competitive" - where the challenge is for 
cities to strengthen their comparative advantage: 

+productive firms and households 

+spatially-efficient markets for infrastructure 
(especially transport), landlreal estate, labor, and 
capital 

+broad-based growth of employment, including 
informal sector 

@ URBAN 

(4) "Bankable" - financially sound - that 
is: 

+ local governments have resources (user 
charges, tax and transfers) appropriate to their 
expenditure responsibilities and greater financial 
autonomy 

+ good financial management practices to build 
creditworthiness 

@ URBAN 

Our challenge in this strategy is to 
achieve greater impact by: 

+ Taking holistic approach - the city as 
integral unit of analysis and assistance 
(within national framework) 

+ Committing to scaling-up 

+ Reinvesting in internal urban knowledge 
and capacity 

+ Working through partnerships 

@ URBAN 

(3) Well-governed and managed - that is 

+ accountable and transparent local 
government, responsive to poor, with broad 
community participation 

+ clear and rational sharing of responsibilities 
with higher levels of government and with the 
private sector 

+ local government staff trained, motivated, and 
well-informed 

@ ' URBAN 

The Bank has a Strong Position in Urban: 
81 Record of performance in Urban Development 
operations generally strong over three decades 

El Extemal client survey shows appreciation for Bank 
assistance, especially sector work and policy advice 

El Globally, the Bank remains the leading international 
assistance agency for urban work 

R But we have been depleting our stock of sector 
knowledge and staff experience 

R And the Bank does not yet fully value the 
potentlal of cities in  economic growth and poverty 
reduction 

@ URBAN 

Our Four actions for strategic 
emphasis: 

1. National urban strategies 

2. City development strategies 

3. Scaled up (national and city-wide) 

programs to  help the poor 

4. Enhanced capacity-building 

8 URBAN 
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... While continuing and strengthening core 
urban development products and services 

- in municipal management - municipal development funds 
housing and real estate 
urban environment 
post-conflicUdisaster reconstruction 

@ URBAN 

(2) City Development Strategies: 

J Facilitate process to identify the shared 
"vision" for a city; existing bottlenecks; and 
requirements for action 

JDiagnose and relate poverty trends to city 
functioning, linking the four themes 

J Support long-teh, cross-sectoral assistance 
program for some cities that want such help 

@ URBAN 

Example Bank Slum Improvement Project 

(1 997) 
Favela Jardirn Soma 
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(1) National Urban Strategies address: 

J Urban dimensions of national poverty 
assessments 

4 Synergies between urban and rural 
development 

/Equitable policy frameworks for service 
delivery and financing 

J Intergovernmental finance frameworks that 
support the system of cities 

@ URBAN 

(3) "Scaling-up" projects into programs 
to provide basic services to the urban 
poor (e.g., neighborhood upgrading) 

Building on existing successful initiatives with the 
communities themselves through: 

/Sustainable financial policies 

/Security of tenure 

/Arrangements for partnership 

@ URBAN 

7 
1 Example "We have seen a dramatic 1 

decrease in violence in Favelas that have 

- been upgraded." 1 
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(4) Expand and accelerate capacity- 
building of local governments: 
/Support professional nehvorks and associ&.ons of 
local governmentsfor sharing of experience, technical 
assistance and training 

JDevelop non-project based Advisory Services for 
timely provision of direct advice and technical assistance. 

Continue Municipal Management projects and support 
to market-oriented Municipal Development Funds, 
especially for secondary cities 

JWo~ld Bank Institute m i )  expanding municipal 
training 

@ URBAN 

To Complement the New Strategic 
Emphases: 

+Coordinate lending and policy advice for 
infrastnrctum investment and reform with 
support for private sector 
participationMnanclng, in specHic secton -- 
urban transport, solid waste disposal, water 8 
sanitation, powerlheating, telecoms -- with IFC 

+Help bring cities to capital markets through 
mitigating municipal nisk to enhance 
creditworthiness -with MIGA/IFC. 

@ URBAN 

Implementation of strategy will requlre: 

+Internal alliances - across networks and 
thematic groups of the Bank, and with IFC 

+Capitalising on the CDF 

+Building Knowledge and Capacity 

+Core electronidpublications knowledge 
base in each main area of urban work, with a 
network of external knowledge partners 

+Skill building and recruitment 

+Regional Urban Action Plans 

@ URBAN 

To Complement the New Strategic 
Emphases: 

+Lending and policy advice on housing, land 
and real estate markets, and uhan 
environmental management 

+Integrate disaster management and cuttual 
herftage into urban development assistance 

+Resume programs of research and tool 
development 

48 URBAN 

lmplementatlon of strategy will requlre: 

+ External partnerships and fundraising 

+'Urban Partnership' - set up in 1997 to 
incubate special initiatives and mobilize 
external funding 

+'Cities Alliance' - alliance of donors to fund 
City Development Strategies and scaled-up 
programs for urban poor 

+Local Authorities/Associations - for networks 
and capacity building 

@ URBAN 

Challenges of Responding to Urban 
and Local Government Demands: 

+ Ensuring that we have the right assistance 
products 

+ Selectivity vs. comprehensiveness -taking 
holistic perspedive while retaining necessary depth 
in technical components 

+ Financing non lending activities (e.g. country 
urban strategies, CDS, advisory services) 

I @ URBAN 
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Pipeline of Urban Development Projects: WOO-'02 
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4. FLOOR DISCUSSION: GLOBAL URBAN 
CHALLENGES AND STRATEGIES 

Chair: Manuel Panalver-Quesada, Director, Operations, South Asia Region 

Panel participants: Manuel Panalver- 
Quesada, Director, Operations, South Asia, 
panel chair; Frannie Leautier, Sector Director, 
Infrastructure Sector Unit, South Asia; Mieko 
Nishimizu, Vice President, South Asia Region; 
Angela Griffin, Sector Manager, TWURD; 
participants from the floor: Warren Waters, 
Social Scientist (SASSD); Jelena Pantelic, 
SASIN; Mansour DeLarney, World Bank 
Institute; others. 

Warren Waters, from poor 

Ms. Leautier mentioned that work starts 
with the social before the economic and 
physical. But the ideas usually come from 
people with technical capacity and technical 
experience-those with particular civil works or 
engineering or environmental experience. So 
generally the problem is not identified by social 
specialists, but by problem area specialists. That 
means that the challenge has always been to link 
the two sides early in the process. How can that 
linking be better made when the concept is still a 
twinkle in someone's eye or a voice in 
someone' s head? 

experience, shows that we've gone about trying 
to solve the technical problems independent of 
the other dimensions. And that has been a 
miserable failure. The origin of the problem 
does not necessarily dictate the direction of the 
solution. That is one thing worth noting. The 
other fact is that by working in various 
disciplines as a team of knowledgeable people 
trying to solve the problem, there is a better 
chance of arriving at a solution than looking at 
one independent discipline. So that's the other 
aspect of it. Also, when you try to solve only 
the technical side, you don't end up with a 
sustainable solution, because you're missing out 
on the dynamics that will sustain the solution. 

One example is lack of operation and 
maintenance. Anywhere people go, they can 
find structures that have been built, but are not 
maintained. Buildings are not painted, roads 
have potholes, and so on. And the question is 
"why?" Fundamentally, it's because the social. 
economic and financial aspects are forgotten in 
that solution of building the structures first. 
That's a clear, physical manifestation of not 
remembering the importance of looking at the 
process that will sustain the solution. The only 

Frannie Leautier way this can be solved, both within the Bank 
That's a very good question. The finding and with the client partners, is by working with 

that shows this order (i.e., that works starts with disciplines in a team; social experts, technical 
the social before the economic and the physical), experts, financial experts and economists, 
that seems to make the most sense when thinking together. When all of these elements 
considering the past fifty years of development work together, there is a better chance of solving 

the problem in a sustainable way. 



Mieko Nishimizu working in municipalities that don't have the 
capacity to respond to their community needs. 

The question from the floor is a very 
important one. My suggestion for improving this 
problem would be for engineers, economists and 
social scientists on the team to each have one 
experience that would put them "in the shoes of 
the people." This would help them look at the 
project from the point of view of people in a 
society and community who are affected by it. 
This means spending days and nights living in a 
society to understand it through the eyes of the 
people. That would increase the chance of a 
team having a shared experiential base that 
transcends their distinct areas of expertise. 

A participant from the floor 

It's important to start the salvation process 
at the city level. This means inviting local 
NGOs and other participants and placing more 
emphasis on the process of setting up and 
establishing an urban strategy; when this is 
done, practical issues have worked. There have 
been successes where participating processes 
have identified very practical, fundamental 
problems and solutions. And these are good 
solutions with lasting effects, because they're 
sustainable. 

Angela Griffin 

Yes, the city development strategy pilots 
that we've pursued have actively involved 
community representation, whether it be NGOs 
or private sector community groups. And the 
evidence is that it makes a significant 
contribution to the awareness. People see their 
community through a different lens, whether it 
be from a private-sector, business point of view, 
or the point of view of a person living in 
conditions that are not acceptable. So 
undertaking a city development strategy can 
help. In addition to the village immersion 
program that South Asia region pursues, there is 
a suggestion in our strategy of what's called a 
city immersion program. This is the suggestion 
that Bank staff spend some time in 
municipalities and actually see what it's like 

A participantfrom the floor 

In my opinion, there is a lack in the 
Bank's approach between two dimensions: the 
macro-economic level and the physical level. 
The people at the Bank do a lot of macro- 
economic planning using different tools and then 
they do project work. And in between the two, 
there doesn't seem to be a tool that can translate 
macro-economic planning into territorial 
planning, and that would incorporate in an 
integrated fashion all of the elements this 
discussion has addressed. 

Sometimes, in the Bank's work in 
different countries, there is an assumption that 
maybe the country will be able to use the tools 
it has at its disposal to adjust its master planning 
exercise or rural planning exercise, and the Bank 
can sort of integrate this at the project level. 
And most of the time there is no such tool. And 
therefore, sometimes the Bank ends up in a sort 
of piecemeal achievement on the ground. This is 
a very strategic and important issue. More of a 
building or a central planning exercise is needed. 
Right now, this is not generally the case. But we 
do have to do that link, because it's going to take 
place anyway. 

Frannie Leautier 

This is an important question that the 
urban strategy is trying to address by giving us 
two tools: the City Development Strategy and 
the National Urban Strategy. Those allow us to 
bridge the gap at the city level--and then maybe 
look at regional economies through systems of 
cities, when looking at national urban strategies. 
The Bangladesh case is one of a National Urban 
Strategy looking at urbanlrural linkages and 
regional patterns of growth and the implications 
of that for cities. And then there are case studies 
at the city level. The strategy is providing two 
new tools that were never really used that way in 
the past. 



Manuel Panalver-Quesada 

In talking about this, it's important to 
identify the actors who are being talked about- 
whether it's the Bank or the countries that are 
being talked about. 

Angela Griffin 

Is the question that, even if what has been 
done is to undertake the National Urban Strategy 
or the City Development Strategy, in your 
opinion, the tools don't exist to enable us to 
capitalize on that work? Is that your question? 
Does it pertain to master plans at a regional or 
local level? 

A participantfrom thefloor 

Many of the instruments we've been 
talking about have already been integrated in 
their program in the process of creation, that is, 
the economic and the social and the 
environmental aspects. But they do in fact 
translate into physical intervention. These are 
maps at different level, and at different scale. 
Having such tools (i.e., relating to territorial, 
physical planning) is what matters at the end. 
Because whatever economic decision is taken, it 
is going to take place in a physical intervention, 
whether it is through an industry or having 
development, or a sewage waste treatment plant 
or whatever. And whatever physical develop- 
ment comes along has impacts on the plans. At 
the Bank, we do tend to try and figure out what 
we're dealing in with impacts of those from the 
project level. 

Angela Griffin (interjects): Yes, but not 
holistically. 

A participant from thefloor 

But not from the top down, at the 
nationdregional level and the implications of 
that. We do it from the project level. And 
maybe now it will be possible to do it with these 
new tools. But so far, in my experience, this has 
not happened. And this is a dimension that is 
missing, but whose impacts may not been seen 

for a ten- or twenty-year period, because this is 
long-term planning and it has to fit with a long- 
term national strategy. 

Angela Griffin 

Yes, taking that holistic view on a City 
Development Strategy approach should, over 
time, mitigate some of those risks. It won't 
solve all of them though. 

Jelena Pantelic, fromfloor 

One approach in planning is to try to 
marry the strategic approach with the 
operational organization on the ground. So, in 
terms of urban "specialization of the problem," 
there are situations in some countries where a lot 
of work has been done on the physical level, that 
is, on the long-term planning level, but without 
paying very much attention to the financial, 
economic, and long-term strategic planning. So 
this is really where the synergy between the 
strategic approach, National Urban Development 
of the strategies, a City Development Strategies 
on the one hand, work parallel with the 
investment operations. This is a strength of 
working together. On the one side, 
theoreticaYstrategic and the experimenting and 
trying these postulants, the findings of the 
previous experiences, how do they apply on the 
operational side and vice versa. This is the 
situation that we have in Sri Lanka at this point 
in time. 

A participantfrom the floor 

This is a new environment. This (the 
Bank) is a place that is run by macroeconomists. 
Some of you will remember Vilna Lonzo and his 
famous phrase that "for macroeconomics the 
world dances on end of a pin." For a long time, 
urban work was considered a sort of appendage 
of planning. So it is significant that you are 
mainstreaming the urban agenda in your region 
into a macro view. 

We do have also another point that is a 
very fundamental one. We have obsolete 
statutes, which do not pennit us to lend to local 



governments. Take the OECD, for example. 
The OECD is a club for central governments. In 
most countries, local governments are in 
opposition to central governments. So my point 
is, in making the connections, one thing that was 
consistently missing in the urban agenda, was an 
attention to law, to regulations, to corporate 
structure. A lot of the urban agenda vanished 
into PSD. So why we said it failed was simply 
because people were looking at bricks, when it 
was looking at urban sector. Every morning an 
architect would visit me, saying: "I've solved 
the urban housing problem of the world. I've 
designed a better brick!" I would say: "Look, 
this is not the problem." 

Essentially what was happening was that 
the urban group didn't have the professional 
skills to deal with laws, with regulations, with 
governance, with decision-making structures on 
one side. And on the other side, the macro- 
economists felt that Housing and Urban was 
mostly policy issues that were not so significant. 
You have all the NGOs in this case. So now it's 
very urgent that the prevention be re-established 
between the macroeconomists who have their 
view on everything, especially what they don't 
know. And the other thing is really my plea- 
there have been three revolutions in urban work. 
It's the introduction of poverty economics which 
include the urban issues. The second was the 
introduction of finance and the third revolution 
is in the urban governance. If we don't include 
that in our agendas, we'll have public relations, 
but we will not have results on the ground. So 
we cannot disassociate the poverty agenda fiom 
the tools. I don't think that there is a gap 
between central and local planning. 

Mansour DeLamey , from floor 

My comment is one that basically refers to 
the political economy of the urban issues. The 
key question is that as we see the process of 
political decentralization taking momentum in 
South Asia and other regions of the world we 
increase political voice in the parliament and at 
the city level. In fact with India, as we see in 
China, it's at the village level. Let's get the 
economic resources and economic means to be 

able to satisfy the increased political demand 
with the voice. And the question is, to what 
extent has the South Asian region really 
considered lending to the city govemments as 
they've being doing with the state governments, 
particularly, in India, given some of the 
credibility issues, financial credibility and risk 
issues, that will generally raise their voice. 

Frannie Leautier 

This is a very important question, which 
within the region, I can tell you what we are 
doing given the constraints we have in not being 
able to lend directly to cities. First of all, we 
have criteria for which cities we work with. 
And that mimics, in a sense, our state focus 
strategy, for example in India. So that's one 
way in which we are able to work with cities 
within countries that have a large number of 
cities that can participate in this way. And to 
give an example-even within a state, such as 
Tamil Nadu--you can introduce elements by 
which cities and local bodies can compete for 
resources following a particular selection 
criteria. Within countries where there are fewer 
cities, it's much more difficult. For example, in 
Bangladesh. But there, the strategic approach 
we're taking is to have an agreement up front on 
what the National Urban Strategy looks like. 
And once that is agreed, then you can get all the 
cities and towns to move in the right direction. 
So we have limitations, but it doesn't tie our 
hands. Because we are able, even within those 
structures, to do that. Also, in the case of Sri 
Lanka, we can work with the P C ,  and since P C  
can take an equity stake, they can work with 
another part of the city that we cannot. So if we 
think broadly in terms of the tools we have 
available, and the instruments, we are quite 
powerful, actually, in terms of being able to 
work at different levels of a city in different 
ways. 

Mieko Nishirnizu 

Just one comment. The only thing is, 
please be careful as Bank staff when you talk 
about who we canlcannot lend to, as articulating 
articles. Because remember, we are trustees of 



other people's money. We do not print money; 
we borrow money. We are just entrusted by the 
taxpayers' contributions through donors. Just 
like your bank, my bank, in whom we entrust 
our money. We're in the business of trust and 
when we decide to lend, we have to make very 
organized judgments in the case of IBRD and 
other long-term political risk judgments in the 
case of IDA. Either way, the reason why the 
Articles we adopt are not outdated--they've 
always been ahead of us, govern us to lend to 
members' body, or lend to sovereigns--period. 
Which, in economists' language, is a collection 
of people, through an agent that is regarded 
legitimate by all members of a cooperative, 
which is the World Bank, as those representing 
the people. And that's the body that can 
represent the sovereign credibly, the sovereign's 
commitment to take on the debt, and the national 
debt. So there is a whole financial aspect to that 
consensus. So let's respect that, and use that as 
a powerful positive force to help actors at 
different levels of governance come together on 
the same focus, rather than to make it a divisive 
instrument. 

Angela Griffin 

Just a comment on this point. We do have 
tools that enable us to lend through agencies-- 
municipal development funds, etc. But we have 
to be aware of the implications of 

decentralization and the fact that it actually 
increases people's autonomy at a local level. 
They become legitimate and powerful in their 
own right. Some mayors in Latin America have 
been elected as presidents in their countries. 
They are going to place more and more 
increasing demands on the Bank. And quite 
legitimately, because of the responsibilities they 
have for large populations, and for expenditure, 
for resources, and for being advocates for their 
community. So we have to think about how we 
handle that in the future as decentralization 
increases and as their expectations and 
aspirations rise. No one is recommending there 
should be a change in the Articles, because we 
know what that would imply; however, there are 
implications of decentralization and how we'll 
respond to these increasingly powerful mayors. 

Manuel Panalver-Quesada 

As we close the session, let me at least ask 
one question without suggesting that the answer 
is given now. One of the challenges that 
intrigued me was the issue of scaling up. And if 
it's true that we know how some things work, 
then if it's also true that we do not seem to be 
able to get to the scaling up, the question is 
"why?'This is a very important question that 
certainly has worried me, not only in the urban 
sector, but in many others, for many years in the 
Bank. 



5. INDIA TAMIL NADU URBAN DEVELOPMENT 
PROJECT (TNUDP) 

STRATEGIC AND COMPREHENSIVE APPROACH 
TO URBAN DEVELOPMENT 

Hiroaki Suzuki, Pr. Operations Oficer 
SASIN, World Bank 



Urban Invarmcnt 

hfUh'ICPALITIFS (PRIVATE INVESTORS) 

---.- 

Financing Basic Infrastructure 
Supporting the Implementation of Urban 
Reforms by strengthening the capacity of 
ULBs 
Secure Sustainable funding sources for 
urban infrastructure investment. 

~ ~ e s s o n s  Learned 
-- 

Long-term commitment (20 years) 
Scaling Up ( Madras to State Wide Operation) 
Demand driven participatory approach (linkage 
with CCPICDS) 
Phased Approach toward the Market-Oriented 
Urban Financial Intermediary (GOTN owned hnd 
--Public-Private Partnership--Bond Issuance) 
Chant Fund (Poverty Focus, R&R.Costs, TA) 



Mr. P. V. Rajaraman, Finance Secretary 
Government of Tamil Nadu, India 
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YESTERDAY, TODAY AND TOMORROW 
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URBAN TAMILNADU 

YESTERDAY, TODAY AND 
TOMORROW 

Urban Scenario in lndia 

Quality of Life 

More than 50% of urbans do not have access to adequate, 
clean drinking water 
50% not covered by sanitation Facilities 

ll3rd live below povaty line. 

- 
Some Characteristics of 
urbanisation in Tamilnadu 

Has been growing consistently whereat even Msbarasblra 
has cxpcricncod dcc~csse in cmain yam. 
While the urban population between 190 1 to 199 1 
i a c n d  60 fold the &an d e m e n t s  increased only 15 
fold. 
This has resulted in a large number of small towns leading 
to low thresholds for employmat generation, sustainable 
economic base and viable capital i n ~ c n u c  invntmcot. 

Urban Scenario in lndia 

Demography 

1991 census indicstcs 
217.18 million i.e. 25.72% constitute the urban population. 
tr3rds of urban lndia Live in Class I towns (with more than 
1,00,000 population) 
113rd live in 23 metropolitan cities 
Projected urban population by 2021wiU be 618 million and 
constitute 40% of the total and by 2025 will become 50% of 
the population. 

Urban Scenario in Tamilnadu 

Demowaphy 
As per 1991 cmsus 

Tamilnadu is the 3rd most urbanired state in the country . 
after M a h m h m  Gujarat. 
34.20% of population arc urban 
Over 600 Town Panchayats, described as oansicory areas 
in the 74th Constitutiond Amendment w m  brought under 
thc Municipalities Act in 1994. With this the urban 
population has reached nearly 40% of the total 
60% of the urban population live in Class I towns 
About 15% in the single metropolitan city of Chmnai. 

Quality of Life 

Urban poor constitute 25% of the population. 
Water supplies vary h r n  34 lpcd in Town Panchayats to 
74 lpcd in Corporations, significantly below the norm of 
70 lpcd for Town Panchayats and 1 I0 lpcd for 
Corporations. 
Only 57% of population in Corporation areas. 32% in 
Municipalities and 16% in Town Panchayats have access 
to safe sanitation 
Although 70% of Solid Watte generated is collected, most 
local bodies do not have organired disposal facilities. 
Less than 50% of the roads arc provided with Storm Water 
Drains 



Some major causes for sub optimal 
urban Infrastructure 

Urban arcu have not had political lobbying powcr due to 
s t rucW i m b b  tctwccn number of pllrcly &an 
codtucncia d urban poplktioo 
Cmm o d  State invcrbncnce h v c  Gcndsdto mfled d 
hfmtructurc priorities, reflecling the mindset thc  "India 
Jives in hcr villages': e.g.. while investment i n d  water 
supply is in h e  form of State equity chat in urban is wholly 
debt. 

Some major causes for low levels of 
urban infrastructure 

HRD and capacity building in the sator hu been 
neglected. Urban m~agcment as a discipline hu not 
received the attention it d m e s  eithcr 6mn academic 
institutions or fium the praaitimers. As a mult there is 
ncitbcr r database, countrywide record of best p d c a ,  
nor m institute of exwllence either at the nuioad or state 
lcvel which can impart quatity blining to pcnormel in d l  
aspects of urhn management. 

Some major causes for low levels of 
urban infrastructure 

I Laws p v . n b 8  U bcdy adminiswation h v c  become 
out of date. I 

I All k c ,  have led to Urhn Loul Bodies, waining 
subristcnce level instihltiolw barely abk to keep dolt, and 
1ool;ing up to State Government8 for doles cvm for I 

Some major causes for low levels 
urban infrastructure 

Some major causes for low levels of 
urban infrastructure 

Traditiohal wisdom is that all capital invemmt in urbrn 
inhms tu re  even watcr; ad tat ion, ctc, m u  be financed 
entirely by debt, and that the debt md O&M must be 
serviced by the urban local bodies, eithcr fium user 
chargcs or general tax mcnues. Such an presumption 
i g o m :  
r M i t i a  rmu time md rpco 1-8 m div-a bmtwm 

p i v m  and d d  hdia 
b . ~ o f & e d b U D J l m c y i n I W J b O d y P x ~ ~ ~ ~  

I The 74th Constitution Amendment - 
A Turning Point I 

l'he 74th Constitution Amcndmmt Act was p a s d  in 
1992. The dicnt  h tu r r s  of this amendment, cxpcmd to 
have an impact on ULB adminirmtion arc: 
- M n d O a y E J e c d a u d t h r s p v . t i a n t n w m a a d w ~  

seaiau 

- An ln&$admt EIeaial cumninion 
- A S~IimcoCoMnirdonmlosDmmcnd baisforhlrufcrof 

~ h s m e t D b u l b o d i a  
- Divirian of fudmd RIpondbilitis bdwm rtU. d I d  
&a 



The 74th Constitution Amendment - 
A Turning Point 

Although some provisions of this Constitutional 
Amendment Act lack clarity and arc impractical, the basic 
spirit and h m o r k  of the 74th Constitutional 
Amendment, has been able to set in motion measures to 
improve chc Lancial status and thereby performance 
levels of ULBs. 
Although Tetpilmdu passed the thcfirmity legislation to 
the 74th Amendment in 1994, the reform process really 
started in 19%. 

* 

State's reform agenda for the ULBs 

The State Finance Commission's rocommendations 
implrmnrtcd h m  Financial Year 1997-98. Major ones 
arc: 
- 3.6% of Sme's tu m w s  p d  on to u r h  lo& bodies 
- Inter-= dlocmian baed on popllltim ps upim expednm and 
pr upim mmue. 

- 15% s e t . p u t ~ m ~ i r a i m a ~ i n c ~ l t i v c f u n d t o m r u d  
psFDmmnce and 'lundhold' muchlnlly unviable ULBs 

- 90% of Entntainment PI pared on a loul bodia 

R e s l ~ ~ c t u h g  of the MUDF component of TNUDP to 
mate the h t  Public-Rivate pu-lnenhip for financing 
urban infrasmcturc. 
The Grant Fund, set up under the resmcturcd TNLJDP - I 
was wed to: 
- ~cc in motim he mmputsidm pmgnmme for d l  ULBS in 

Smtc. Hvdwvc suwly hm ban ~ t h m  hrr besl 
dtvdoped for dl nnmidpd fundims and i n d l e d  in tk ULBI It 
is axpecDsdto be fully d d i d  by end 1999.2000. 

- This in he fini  major ampmr;utim .tTon in me m a y  for 
ULB fuKtions 

State's reform agenda for the ULBs 

Includes political, fioaocY and adminismrtive refonns. 
The chanps put in place so far include: 

Electioar to all ULBs in October 1996. Chetmli 
Municipal Corporation went to polls 23 yean. 

Statewide elections placed in office 
- 14.000 C a n c i l l m  
- 7U)chu ipnar~  

- 3 5 0 0 w o m m d  
- 1MO mnnbsnofwderuccionr 

State's reform agenda for the ULBs 

ID raid Trmkm W MumdN.lH*I 

- 

- To&vdopnlaulb.advawntingmnueJTorULB% The 
lynnnof.onul-6ngirbdngiaplsmsled12ULBahom 
f i d d  you 1999-2000. It is expatdm bo B w d s d  toomQl in 
FY2000dl. 'IhcnmhrqpouhsdbuN.lidInrdb1oc4 
Chussd Aaumtmm dmu& USAID FIREDpmject tc daalop 
S b d d ~  for Loal Body Acsanting 

- DRR Concession A m t  for be 61s ULB rponrared BOT 
project in the camuy. 

- h d o p  lbe SySem of D&m S u p e ~ b l  Md h q m b m t  
dimcia for ULBs. This h a  cnhncod p.cr of pmjm 
implpncnmion. 



Others 
The State has issued several administrative ordm. 
delegating powers to councils for approval and 
implementation of projects; prescribing n o m  for staff for 
various basic functions of ULBs, put in place a policy for 
unbundling of basic civic saviccs and for their 
piivatisation. 

Impact of the 3 year reform 
With the increased resource flows to ULBs, with 
simultaneous effort at cohancing their capacity to 
implement projects the quantum of capital invesmcnt by 
ULBs has seen an impressive spurt in the last 3 yean. 

Long T e n  

I . Th Common Urban Local Bodies Bill 
- The wmmn U h  Loul Bodies Bill - is a armrehnrive I d  

I frmwcd fw ULB, in the S o n  rrpl&g .bA.8 n;i*g 
Iceisluionu and uke mm .cuwnt the ~ m m t  dav daman& on I 
U b s ,  their need to bcmmc mxpar& in qrn& 
effcaivcnes in dK need m d o p t  .I- modes of d o c  
delivay. 

- The legisluion wn d y s d  m htail by a wmmitteeof 
Iq iduiq  for wcr a ycar, during which views of mtsholdcr 
gmrps wr, elkhad ~pr rsa fa t i vq  Cmproyees, g a ~ a l  public ac 
were heard and ~I I I  modifiuciom, prcrsd by IIK S W  lqjdrmrc 
in Wkr 1998. The Icgirldon has snse bsn susled (9 by the 
h i k t  of India 

Value of capital works executed by 
the Municipalities I 

- 
With ..*in- f m  t)u '(jnnt Flmd' of W F .  tbr ULBs b e  h.m .bk Y) nail of 
"-lad hti lo lk c r m l  o f R ~ .  140 Cmm fkm W F ,  in bjlk Llt 3 -. 

SOM of the imponant prwisionr in thir Act a: 
- ! A ) ~ d m W t o f c h c r i * ~  k l 6 d p r l i u P b n  
- nri- the mmluay .ad d i r i - h x q  f-tiau dh b u l  

bodicr. 
- A ~ u u b u e d ~ m ~ r t c m v i t h p % i s i m f o r w K  

.ad pe0.k for&I.>d p,mcaux 
- Ri-dIrb.mrrvisn. 
- -upitJ-fa- 
- Tnnrprrm &dsotinl o inchdc umoma coa dlsnioo, 

-pmup,lhi&d.ad-d.r*. 
- ~ o f l ~ ~ L r ~ . r u o ~ l .  
- kbdhg oncwhmcao m public W cEatiwk. 

I HRD FORULBs I 
For the first time the State would undertake a major 
training program for both officials and non-officials of 
ULBs. 
TNUDP I1 has a major ID component which would 
concentrate on comprehensive training, system 
improvements like computerisation, lateral enby of 
professionals, for specitied periods of time eb. 
The Tumilnadu Institute of Urban Studies to be 
restructured to became a state level Training Institute, 
capable of sustaining the training efforts to be started 
under TNlJDP Il. 



HRD FOR ULBs 

Citiowill go in for prepadon of city corporate plans - a  b m n t  
prrpvsd (D d s s t  rho cily's p l w  for a paiod of 5 yean mdwhicb 
will include nnja inv-o, o o u ~  of hvlding ns. 
The aty mrparte plm will k a cbaunent which will k h d i d  
&I discusion wirh dl d e h o l k s ,  vis Wnas groupr; residms 
uaddionq pmr naghbmoodS ns.. and will k adopted by b e  
council. 
Two dtia, Coimbatorr n d  T~mppu are right now in rhe pnresr of 
luulidng mcir city PI=. Tarnilnab wwld soon be 
iasitutiorulising this m. 
The cily carponte p l q  will k identifying major mrr of inv-5 
will bccom M impottmt doamrnt for my Finanod Inrdmtion, &st 
rhe UE m a  m r c a r  tun& fmm. 

Tamiinadu - Urban Reform initiatives - The Firsts 

BOT project to be undertaken by an Urban Local Body 
ULB sponsored large project financed by user charges 
(Madmi IRR) 
to take up computerisation of major urban local body 
functions. 
To develop an accrual system of of accounting for ULBs 

Pahaps the only state to put in place a comprehensive 
legislation for urban loeal bodies. 
A Rs.900 crore investment in the water supply project at 
Tiruppur, public-private partnership mode. 

HRD FOR ULBs 

Financial 
With the on-lending component of TNLJDP 11, while the 
large ULBs will be enabled to access the capital markets 
directly, the small ones will do so through the TNLJDF. 
With the grounding of a transparent accounting system, 
meaningful budgeting, and inhouse capacity for 
effecient management of investments, urban local 
bodies are expected to become vibrant, and self 
sufficient bodies responsive to citizen needs. 

The Road Ahead -The Challenges 

Evenwhile the State has endeavoured to implant a 
comprehensive reform package, areas which are 
expected to pose serious challenges are: 
- Thc capacity both technical and financial of the private sector 

w come in with large invsbnmb in the sector. 
- Thc capacity of the smdl non-viable towns to put together 

financidly viable invabnmu, this pmblm will get further 
aggravated with the 'understandable' reluctance of F b  w 
mnsida it "worth their while" to appraise such investmenu. 

- Sustained and relevant capacity building of the pnronnd in the 
sector 

- A politid alcoruaus on kty erarear relating to user charge i cost 
mrovery, ac  

- Avulability of ruiuble debt imlrumens. 
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9. PANEL DISCUSSION 

Participants: Christine Kessides, Principal 
Economist, TWURD, World Bank; Subbiah 
Kannappan, Professor of Economics, Michigan State 
University; Eloterio Codato, Sr. Urban Management 
Specialist, LCSFP, World Bank, Hiroichi 
Kawashima, City Development Strategy (CDS), 
Urban Anchor, World Bank 

Christine Kessides 

Anyone would have to admit that this 
project is a complex, multi-faceted project. It 
incorporates direct living standards, investments; 
it incorporates financial objectives and 
governance objectives. And it is probably the 
best designed and is already well in operation. 
This is an ongoing and continuing project. And 
it very well represents what the Urban Strategy 
is trying to foster. 

That Urban Strategy, first of all, is 
emphasizing lendability. And this project 
addresses that directly through investments that 
are focused (for example, the low income 
sanitation component), but also through building 
up the competitiveness of the local government 
entities, by improving their performance 
situation, by increasing their governance and 
management capacity, and by strengthening 
their bankability. It embodies what we're 
talking about in the Urban Strategy. 

This project has also obviously been 
emphasizing the concept of scaling up, which, 
again, is a strategy the Bank is trying to foster. 
The question was raised, why has the Bank not 
successfully scaled up its successful experiences 
in the past? Often, one reason it has not is that 
the multiple conditions are not there. This 

project has been built upon a strong policy base, 
going into each of the areas that were 
mentioned. Also, often, people at the Bank 
haven't scaled up because they've walked out on 
a good experience or an experience that had 
some flaws and they left. They had the baby in 
the bath water and saw there was a lot of grime 
behind the ears. So rather than clean it, they 
threw the baby out with the bath water. Or 
walked out and let the baby drown! That's a 
morbid example, but it seems that that was what 
was happening. 

Another thing worth remarking is that 
what's key about this project is that it's been 
built on 20 years of experience. Twenty years of 
experience, in which not only the government 
itself has gradually expanded its efforts across 
this wide range of policy and institutional 
reforms, but also 20 years in which the 
government has, at great pains, trained the Bank. 
Indeed, at great pains. 

The project is also based upon its very 
strong commitment to broad-based policy 
reform. And this successful, indeed, already 
successful experience should be celebrated. 
Although it should be celebrated soberly, this 
becomes the basis for the Bank's strategy in 
South Asia and for other regions, that's a really 
long-term commitment. This example should be 
discussed in other regions, because it does so 
well embody this wide scope of reforms and 
objectives that are encompassed in this strategy. 

Another point that was discussed this 
morning--the problem of the Bank's statutes, 
that there is this requirement of a sovereign 



guarantee. Therefore, the Bank can't lend 
independently, directly to local governments 
without a sovereign guarantee. This project is an 
example of how the Bank still has tremendous 
scope to do good and to reach a wide variety of 
scale of local governments, even within the 
statutory requirements that it has. What's useful 
about this project is that it's really focused on 
the process, the graduation process of getting 
financial intermediaries in place with private 
sector partners, and having this be a part of 
developing a truly indigenous local capital 
market for municipal finance. That's the long- 
term objective. But this project is already well 
on the way. This should be the model of what 
we're doing. It would be nice for us to be 
lending directly, independently to credit-worthy 
local governments, but in fact if they're credit- 
worthy to stand without a sovereign guarantee 
for the Bank, they're probably also able and 
should be going to the capital market. And 
there's no way the Bank could reach very many 
of them. The important thing about this kind of 
arrangement is that it gives the Bank a way of 
reaching indirectly--through these financial 
intermediaries--a large number of local 
governments and at small scale of the 
governments. That's important because smaller 
local governments will not be able to access 
capital otherwise. So it's actually very 
consistent with the Bank's objectives here. 

In this case, there is a traditional Bank 
instrument that has been used creatively and 
consistently over a long time with new partners. 
And that's what makes it different. And that's 
what makes it an interesting case. Both the Bank 
and the government should be congratulated; 
that this experience should be disseminated 
outside the region as well. 

Prof. Subbiah Kannappan 

Over the past 30-35 years, the field of 
Development Economics has undergone a 
tremendous amount of change. Early on, the 
criteria that were emphasized were investment 
criteria. And now the focus is more and more on 
the issues of institutions, and how institutions 
and organizations and appropriate incentives are 
important. Stiglitz, the Senior Economist for the 

World Bank, has made a point of it. There's 
also a lot more emphasis on the issues of 
governance. 

Today, there is so little in the field of 
economics in the way of prior theoretical 
principals relating to what is possible on the part 
of a government. A good deal of what 
governments can do has to come from actual 
experience, and the economics of governance is 
not something that can be derived from abstract 
costhenefit analysis, independent of what one 
actually does. 

However, one useful theoretical example 
is felicitous costhenefit calculus--because the 
budget constraints are all given in traditional 
analysis. These are a function of the kind of 
governance mechanisms that exist. 

An important comment that was made 
earlier in the panel is that the Bank's objective is 
not merely to provide some kind of capital and 
their systems for people, but to phase itself out 
of existence, so that eventually the Bank will not 
be addressing the entire problems of urban 
development, but only pockets that are left 
behind, that are left untouched by the success of 
these projects. And this success is extremely 
promising because it's not really a marriage of 
different governance possibilities--multi- 
participation at different levels of effectiveness-- 
but, rather, generating a kind of "people's 
participation." Normally, people's participation 
is perceived to be like some "new-age 
economics," not quite solid. But in this case, 
there is a certain element of solidity. 

Earlier in the discussion, it was mentioned 
how very important it is to many diverse 
decision-making contexts into certain 
convergent goals. And an important component 
of public choice theory is how very important it 
is to secure some kind of effective convergence 
of goals. To conduct a project, you can't just go 
somewhere, endow the money, and get people to 
act some similar sense of purpose. 

So much of governance is particular. It's 
not universal. It's specific to particular 



situations and kinds of trade-offs that are very 
important. And one of the important roles that 
the Bank can play, quite apart from phasing 
itself out, as projects are completed, should be as 
a catalyst for providing a framework for 
continued experience and growth. 

Another really important thing is the 
political framework. There is a great deal of 
misunderstanding and misrepresentation of the 
political framework of India in the popular 
press. Currently, there are political 
developments in India and the emergence of 
states as centers of decision-making importance, 
comparable to--no longer the monopoly of--New 
Delhi. There is a framework of evolution of 
machinery--of machinery of participation in 
institutions. Democracy has provided some 
room on, or least political civility has provided 
some room, for experimentation, learning and 
moving forward. One of the major reasons for 
optimism in India, and in terms of Tamil Nadu, 
is that some experimentation and learning have 
taken place side by side with the more dramatic 
political changes that have been noted, and there 
is some machinery for broader cooperation and 
continuing interaction. A final point concerns 
the traditional distinction between urban and 
rural that has always been maintained. Rural 
development should never really be completely 
divorced from urban development. One of the 
objectives of urban development in Tamil Nadu 
also should be to bridge the gap between the 
urban and the rural areas, so there aren't just two 
polarized dichotomies of urban development, 

and less developed rural areas, but, rather, a 
great deal of blurring in the middle. 

Hiroichi Kawashima 

From the viewpoint of City 
Development Strategy, two short comments can 
be made on this project. The first comment is: 
as of May 1999, there were 33 City or Urban 
Development Strategies either active or 
proposed in the Bank. And yet, something 
different is happening in Tamil Nadu State. This 
is called City Corporate Plan (CCP), and it has 
already been incorporated into lending projects, 
the mainstream of the Bank. 

The second comment is that earlier in the 
panel it was mentioned that there is a 
government goal to institutionalize the process 
of City Corporate Planning at the local 
municipal level. And because this City 
Corporate Plan is a statewide scaling-up 
approach, it is somewhat difficult to see how an 
actual public consultation process is going on-- 
and how widely and how deeply the 
stakeholders could be involved in the process of 
CCP. So the sustainability of this approach, 
scaling-up approach, by using CCP as  a 
technical assistance is really dependant on the 
coverage of stakeholders fiom the depths of the 
consultation and could be well designed in a 
way that would be managed by the local 
government. This would hopefully increase the 
capacity of the local government. It is 
necessary to assess the existing capacity of the 
local government. 
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Keshav Vanna 

Congratulations to the team from Tamil 
Nadu--Mr. Rajaraman, Dr. Rajivan and Ms. 
Malathi--for a most comprehensive presenta- 
tions on urban development. Generally in India, 
this kind of synergy doesn't easily take place. 
It's remarkable how this kind of synergy has 
taken place between the Finance Department, 
the Urban Development Department, the state, 
and the city on a consistent basis and the policies 
so generated may be replicated in other parts of 
the country. 

In terms of urban policy, the fact that 
"city" is being considered as an economic unit, 

and the fact that "city" is being looked at as an 
economic engine for growth is very important. 
One thing that one does notice after a South 
Asian experience is that the leaders in East Asia 
at the city level have a very sound economic 
grounding. They talk a different kind of 
language. They look at infrastructure, but first 
they look at the economic role the city is 
playing, the kind of investment profile the city 
has, the kind of exports and imports that the city 
is able to generate--complete resource in terms 
of human resources--and how that can be 
enhanced. And then the infrastructure is taken 
into view. So it is interesting to note what is 
happening in Tamil Nadu. 

The second point made is the one 
regarding the contribution of local bodies to 
building the State of Tamil Nadu. In the 
developing world, one thing that we have to 
understand is that we're still running cities with 
rural laws. To give an example: the city of 
Ahmadabad had 385,000 traffic offenses in 1985 
waiting to be taken care of by the courts, and 
these were twenty years old. The court system 
that existed in the city was in no condition to 



handle 385,000 pending cases for twenty years. 
The city was spending 500 rupees to 1000 
rupees per case, when the fine from the court 
(when found guilty) was 5-10 Rupees. At a go 
the city completely compromised, squashed all 
these cases, and then came out with mobile calls 
to enable offenders seek redress and other types 
of concepts. It is therefore fundamentally 
important that an upper local body is built in 
Tamil Nadu. We would hope to see this concept 
replicated and that urban management be done 
through new kinds of legislation which takes 
holistic view and all issues into consideration 
before a decision is made. How you have 
established the political and the social 
consensus, and generated enthusiasm on a 
consistent basis is another very interesting issue 
in India, where the Bank has had a very varied 
experience in urban management. 

One or two other issues: the State Finance 
Commission which has put 3.6 percent of the 
State revenue into cities that generate 65 percent 
of this State's GDP is not enough, and today 
there is a total investment profile of $40 millions 
to $50 million in six ministerial corporations, 
102 municipalities, and 630 towns is not 
sufficient. There is need to think strongly about 
upscaling in a State where there is so much of 
reform-mindedness and there is so much 
consistency. This is more important also 
because in the coming years, at least in the 
municipal corporation area, most of the 
infrastructure shall have to be provided 
underground. You can't keep destroying roads 
and other things, and underground costs more 
money. This is something that really needs to be 
looked at. 

In terms of small cities, there is a concept 
in the Philippines about 'cluster' management of 
small cities that makes investment more viable. 

A participant from the jloor 

One of the comments that was made is 
very interesting. The Bank is so Washington- 
tolerant and therefore obsessed with markets, 
that it has a tendency to forget about market 
failures and externalities. The question about 
the grants reminds us that we have to review 
what we say about subsidies policy. But there is 
a dimension of scale of economies and so on, 
which is also part of the story. So my question 
is really one of information. In discussing the 
trust, in particular, Dr. Rajivan mentioned the 
question of guarantees and the role of the private 
sector, in a sense adding one layer of governance 
and one layer of transparency in the process. 
What is the current status of the project that has 
been discussed for some time with the 
infrastructure Sector Unit of The Bank and how 
would it contribute to the Fund? 

Dr. Krishnaswamy Rajivan 

There is a national level institution called 
IDFC--the Infrastructure Development Finance 
Company--which has been set up. Its purpose 
basically is not to lend, but to provide take-out 
financing and to become a "World Bank" within 
India, to provide guarantee mechanisms and so 
forth. So far it's done nothing at all in the urban 
sector. Their priorities were restricted to direct 
lending in the power sector and water supply-- 
they are looking at, but it's not yet decided. But 
urban--real urban, no, not yet. 

Jonathan Kamkwalala, fromjloor 

Dr. Rajivan, in your presentation you indicated 
that from your funds, you make the resources 
available to the private sector. Can you explain 
the rationale for this? 



Dr. Krishnaswamy Rajivan 

Our eligible borrowers include the private 
sector because this trust is an entity, which is in 
the business of making infrastructure loans. 
And if a private sector entity develops a project 
like the Kamrbuti bridge, for example, and is 
acceptable to our terms, and it's a profitable 
investment, why not? No one is willing to lend 
in India today to a private sector entity to 
develop a bridge of this sort. Because the first 
thing a commercial bank asks is "where's the 
collateral?" Obviously there's no collateral; 
there's only the concession agreement. A 
concession agreement is based on future cash 
flows, for which the banks will say, provision 
for it in your balance sheet. Therefore, there is a 
real shortage of funds even for the private sector, 
for these kinds of financing if you view it in the 
framework of Indian accounting costs. 

Hiroaki Suzuki 

In addition, let me add that lending that 
comes as a condition for private sector is in line 
with private prevailing interest rates. So there is 
no crowding-out effect. 

Brad Thompson, fromjloor 

As an attorney and partner in a Wall Street 
law firm that specializes in public finance, I 
have one comment and one question. The 
comment is basically to congratulate Mr. Suzuki 
and to tell him that it really is an investor's 
dream come true. Your presentation has done a 
very good job of identifying the impediments to 
market access and devising solutions to get over 
those impediments. You are well positioned to 
access those capital markets. The one challenge 
ahead of you in accessing the capital markets 
will be raising capital at the lowest possible 

interest rates. And when you go to the market, 
you'll need a rating. You will discover the 
rating agencies will rate a pool of projects for a 
fund against the weakest project in the pool. So 
if they've got 20 projects financed together-- 
nineteen are AA, but one's BBB--the entire pool 
is rated BBB, unless you credit against them 
with group accounts for excess coverage from 
other loan B payments. My question to Mr. 
Rajivan is: do you have resources that can be 
used to put in a venture pool to increase the 
rating when you go to market? 

Braz Menezes, fromjloor 

This is a good opportunity to provide 
some feedback into the strategic approach for 
urban operations in South Asia. From what was 
said, it takes about 20 years to start seeing the 
results. So for ABCYs, you've got to cover the 
rest of the region we're going to be looking at 
some 10, 20 years from now. One part of the 
strategy should be how to scale-up this 
experience, using what you already have, and 
disseminating the same. The other side of it is 
we should probably take less of the constraints 
in terms of lending through sovereignty, 
sovereign governments etc.; but look at what is 
successful municipal hnds as a matter of 
wholesale. You can get wholesale to a number 
of municipalities, through similar programs. 
You can debit the level of municipalities or local 
governments, scale-up individual types of 
programs where it's available etc. And then, in 
that process, make a dent in the scale of the 
problems nationwide. 

Paul Stanfield, fromjloor 

This idea of twenty years, that's a little bit 
misleading. It started out as a very 
comprehensive project with a lot of different 



components. The municipal development fund should go wrong, the capital markets lend to the 
was just one of the components. We can World Bank. Even though the quality of the 
probably short cut this, so it really doesn't have municipal assets and gold repayments are high, 
to be 20 years. We can start focusing on this gold is an existing form. And you don't go to 
type of approach. And also the idea of money the market on the basis of a green-feed project 
pouring in and making it a public-private resource funding loan. We also have an 
partnership really didn't come up until about intercept mechanism in the form of available 
five years ago. Another interesting point was cash balances, which should provide some kind 
these City Development Plans. This was an of security to the investor. I hope the question is 
aspect put in early on, when the Plan was answered somewhat. 
started. It was a condition. If you wanted to get 
money from the Fund, you had to do a city P. V. Rajaraman 
development plan. What was interesting about it 

There were, at least, two major issues, 
was that it developed a whole local industry of 

which cropped up during the development of 
consultants who gained capacity, who were able this project. One issue was whether we should 
to do these things. So it created, it spawned off have such an intermediarv at a national level. in 
a whole industry. 

Dr. Krishnaswamy Rajivan 

Your question was, what kind of 
intercepts do we have, if we want to go to the 
market place? Let's look at it through the 
capital markets point of view. Look at our 
balance sheet. We only expect over the next 
five year, with our calculations, that somewhere 
roughly 50, 150 crole would be standing cash 
balance--all of them short-term deposits, which 

could be relinquished at any point in time. So, 
to an investor into the fund, if he believes that 
most of the assets are municipal assets he's 
going to have a heart attack. But if you're going 
to see this stream of liquid resources, then one 
could really work with private investors. My 
understanding is that the capital markets in the 
US probably won't lend to the World Bank, not 
on the basis of sovereign guarantees of a host of 
governments, whose ratings are probably not so 
good, and rating of the lowest common 
denominator may be pretty bad. But on the 
strength of the US government's pledge in the 
Congress to put in x amount of dollars if things 

the context of the state level and this was 
debated. There are over 700 other bodies in the 
State of Tamil Nadu. And in countries where 
such large numbers exist, if you scaled up at the 
national level, you run into thousands, and 
lending to a local body involves a lot of effort 
and time on the part of the intermediaries on the 
executing side. We felt very strongly that, and 
we believe we were able to carry the Bank with 
us, what was needed is a state-level 
intermediary which can interact, because it is not 
merely lending, it is institutional development, it 
is project development, a lending operation. It is 
really highly manpower intensive and having a 
smaller number to be covered by the 
intermediaries would be a factor for success. 

The second important point, which we feel 
contributed to the success of TNUDP, was the 
willingness of the political leadership to let go. 
Let go of the decision-making relating to alloca- 
tion of funds for the projects in different munici- 
palities. There's a very strong political angle. 
And our political leadership was willing to let go 
his power. And not only that: they agreed to 



formula-based devolution of state resources 
rather than an ad hoc allocation to the urban 
bodies. The devolution provided equity for the 
local bodies and TNUDP provided the debt 
funds, and this combination has contributed to 
the success. 

The third important point, which 
contributed to the success, was to find the person 

with the commitment and the capability and 
support him. And we found the person in the 
CEO of this organization, and supported him. 
That's what contributed to the success. 

Ms. S. Malathi 

Just a minor point on the City Corporate 
Plans. Someone mentioned that there is a new 
species of consultants who drew up this for the 
State in the earlier project. We are hoping we 
can do away with them, because you want to 
institutionalize this corporate planning, the city 
corporate planning. We want to ensure our 
specialists who work in the municipalities 
involve themselves in the preparation of the 
plan. Because if we get it done through 
consultants, there's a tendency not to have the 
ownership. And we were hoping to make it a 
very simple and understandable process. Some 
consultants do make plans nice and glossy- 
looking, but the ownership becomes a major 
issue. We're hoping to do away with them in 
the current project. 

Hiroaki Suzuki 

There was a question on the upgrading 
and replicating of our experience to other parts 
of the region. In fact, in the last ten years it's 
true that the region has not featured in the urban 
sector within the World Bank. For various 
reasons, we failed to deliver good projects. And 
also the region faced more urgent 
macroeconomics programs, like India in the 
1991 crisis. So, somehow, our effort on the 

urban sector was diverted. However, after the 
arrival of a new management team two years 
ago, a new emphasis and a priority has been 
placed on the urban sector. That's why we are 
here. And not only Tamil Nadu. This 
afternoon, our colleagues will present a project 
in Bangladesh, and also, we are replicating this 
approach in Pakistan--which is a more difficult 
country and certainly it is coming, but maybe in 
speed we should accelerate. 

Keshav Varma 

Two points in concluding this session: 
one is that in the urban perspective, new 
leadership and more decentralization and 
devolution are taking place. There is an 
imminent need for institutions to develop at the 
country level. We cannot keep bringing people 
to Toronto and to Australia and all these places. 
There's a need for us to create institutions of 
international caliber for training local municipal 
managers, middle-level managers, and political 
leaders. This is an issue that we are going to 
have to really go into on a long-term basis. 

The second issue is about optimizing the 
performance of the present assets. In the Bank 
we tend to emphasize privatization and public- 
private partnership. And this should be done. 
It's a great thing. But in the coming 10 to 15 
years, and considering the vast nature of all 
these--and the performance of the utilities-- 
privatization may come up to 15 percent, 20 
percent, 25 percent. But still you have the 75 
percent of utilities that will need to get to a level 
of comfort for private people to invest in them. 
And therefore, it is very necessary that attention 
be given to present assets in optimizing their 
performance of these present assets. Actually, in 
Australia and New Zealand, there's a lot of work 
going on this concept, and we really need to 
look at this. 
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Sonia Hamman 

It is very interesting to go back to two 
projects that we learned about a year ago, and 
see how they've evolved. One thing that is quite 
interesting, in terms of both projects is that, Mr. 
Kamkwalala has taken a project in Bangladesh, 
where he started with some very simple, modest, 
gradual objectives, and picked up some solutions 
to try and reach as many municipalities as 
possible. And the thing that was proposed was 
the Municipal Development Fund. He's tried to 
still keep the gradual, modest objectives that he 
had set forward and, at the same time, bringing 
some of the financial discipline that may come 
from borrowing and repayment. He's worked it 
to a point where, even in the context of 
municipalities that still have weak capacity and 
weak financial resources, it's very clear what the 

objective of the lending is. The objective is not 
to create credit-worthy municipalities. Basically, 
they would access capital markets in the short or 
even medium term. But in fact the objective is 
to create some of the discipline in municipalities 
to have them to actually repay their debts. And 
have to justify borrowing for particular projects 
and there are criteria for which projects would 
get lending. 

In the case of Pakistan, it was alarming to 
learn that the octroi had been eliminated. 
Because about a year ago, the conventional 
wisdom was, "yes this is an inefficient tax"; the 
concern was, in fact, that it had not been even 
keeping pace in real terms. And 60 percent of 
municipal revenues is a very large percentage of 
municipal revenues, considering what other 
sources there are, and the fact that there is this 
very unpredictable fluctuation in terms of 
revenues. The fund idea is an interesting one; it 
would be interesting to look at, if you have 
transfers and performance grants and grants that 
are matching grants to bring down the effective 
rate. It's all one pool of resources. Is this the 
most efficient way? This is a project that is 
basically being designed in a very evolving and 
transitional situation. So, what are the steps that 
one would have to take to make sure that if you 
do create a development fund, and you create all 
these other grant mechanisms at the same time, 
will your fund take off? And in the end, having 
created a system of grants that are around a 
specific project and a specific institution, rather 



than taking into account what the needs are 
across the board and what are the most efficient 
ways of providing transfers from the central 
governments to the local governments and how 
do you sustain the fund? 

Braz Menezes 

My comments will focus more on the 
Bangladesh project because of the institutional 
issues involved. The whole area of institutional 
development has not really been given the same 
attention in the Bank as have the areas of 
financial and fund development, and so forth. 
And so I would like to share with you some of 
my thoughts and experiences on this. 

In the case of Bangladesh, the phasing was 
very good--the way the project is starting--very 
gradually and phasing into a second phase that 
obviously provides a transition. It's important 
also to keep that sequencing in terms of a block 
of institutional development linked to the 
money. Because that has a tremendous 
influence in terms of changing people's attitudes 
and minds. On institutional development, what 
we've learned over time is the real richness of 
this. The Tamil Nadu case will c o n f m  that as 
the projects start to get going, there's a lot of 
advantage in being very proactive on fine-tuning 
and adjusting the institutional development 
subcomponents. Let me explain. You're 
dealing with policy, a number of policy issues 
that will really need fine-tuning, and others that 
will need development from scratch. There are 
the regulatory issues. There are the new 
regulations in the case of private sector 
involvement, BOT, etc. Then there's process. 
In lots of the countries we work in, they have 
either inherited or evolved or developed rather 
complex bureaucratic processes. Today, the 
combination of technology plus other tools 
allow us to change processes very dramatically-- 
processes that are also measurable. And 
therefore, it's worth putting in a few 
performance indicators to measure how your 
institutional development is actually being 
implemented. You measure the time taken 
between one action and somebody receiving 
something, as against just the number of 

institutions or things being created, etc. So that 
develops a whole line of thinking on 
performance indicators, and so forth. 

On people. We found in some of the 
projects that you need to do an assessment of 
training needs at different levels, because just 
the numbers of bodies that you're dealing with 
in some cases, can become astronomical. So 
you have to say: where do we put our money 
and on whom, this first stage, and how do we get 
the biggest bang for the buck? What are the 
training areas that we're not going to handle 
right now? And what is the type of technical 
assistance we can best get from the outside, do a 
quick shot and then get out? There is the danger 
always that one wants to set up training 
institutions for the reasons mentioned earlier--at 
some point phasing out consultants. But 
publicly-funded training institutions sometimes 
become part of the problem. We have situations 
where we've appraised very fine training 
institutions, but in a different macro-economic 
situation training institutions also have their 
budgets cut and people have to put bread on the 
table. So they lose key people. And before you 
know what's happened, your whole project's at 
risk. In others, we've relied completely on the 
use of consultants and, in the process, built a 
consultant market that starts to compete amongst 
itself, and so the quality of your technical 
assistance goes up and the price goes down. 

On the tools that you put in as part of your 
technical assistance, take cognizance of your 
institutional development. As a bank, we tend to 
say the municipality must increase its revenues. 
Quite often these municipalities don't have a 
basic map, they don't have a cadaster of their 
economic contributors. They don't have 
anything and that takes time to put in place. 
And technically sometimes it is more complex 
than it sounds. So you have to allow for that 
phase of putting those tools in place before you 
can actually start to see results. And so you 
need to factor that into priorities for training. 

Finally, procurement. We found there's 
quite a lot of benefit in terms of training for 
procurement, not because of the Bank project, 



but as a sort of sideline. Because where you can 
show that procurement works and where it's 
transparent, simple and clear, you actually get 
governments adopting this as a process for 
several of their other transactions outside the 
Bank. And so, you can't invest too little on 
institutional development. But keep it flexible 
and don't feel shy to keep changing it from day 
one. Don't worry about what's in your appraisal 
report. That's just a sort of guide. 

Arun Benarjee 

Along with Mr. Kamkwalala, I helped 
develop this project in Bangladesh. This project 
took a longtime to prepare--more than six years. 
The reason was that this was initially started as a 
fairly standard sort of government municipality 
transfer-type project. But over the years, we 
learned from what was happening elsewhere and 
Tamil Nadu, although it was in the background, 
played a role in changing our minds. And in the 
Bangladesh project, we were trying to do a few 
special things. 

One example: Bangladesh is very much a 
donordependent country. And what happens is 
that different donors come in and they lend 
money for improvement of municipal 
infrastructure under different rules. And in our 
negotiations with the government we said, look, 
not only are we going to go through this phased 
approach of the fust two years trying to build up 
the capacity, getting the municipalities to a 
situation where they are better able to at least 
borrow some funds, if not all that are needed, 
and once you meet those targets, then we will 
lend you money from the Municipal 
Development Fund. But in order for us to put up 
this very large amount of funds, you have to 
agree that from now on all funds going to 
municipalities will go through meeting this 
criteria. And this was a real sticking point in our 
negotiations. Government was extremely 
reluctant, but in the end they did agree that all 
donor funds would go under the same criteria as 
this. And considering the fact that probably 80- 
85 percent of those funds that go to the 
municipalities are donor funds, we sort of 
capitulated. In my opinion, we didn't lose very 

much. But, that was one principle that we were 
able to establish through this agreement. 

The other thing was that while we were 
creating this Municipal Development Fund, the 
government made an agreement with us, that 
they would try to establish a set of principles for 
regulating the fiscal transfer from the center to 
the municipalities. This was another sort of 
philosophical argument that we were involved 
in. Because right now in Bangladesh it's just 
completely ad hoc. If you go to this very 
reputable institution called Local Government 
Engineering Department, and look outside the 
Office of the Chief Engineer, you'll always find 
two MPs and several municipal chairmen sitting 
outside. And they come in while the Bank 
mission is there. So this man has a lot of IOUs. 

So these were two very important things 
that we were able to establish under this project. 
And after listening to the various presentations, 
in my opinion, there are also a couple of things 
that I believe it is possible to do. One is create 
relationships between successful projects within 
the region. Given that we are a "knowledge 
bank," we are not adequately doing this. We 
have much to learn from each other, and we can 
do it very easily, at least in South Asia. It does 
not take much to travel across the border with 
three or four people to spend a few days. 

The other idea that came to me is that we 
need to go beyond this stand alone municipality 
concept. The idea of clusters of municipalities 
that are geographically contiguous deserves 
consideration. Take, for example, the provision 
of some services which for certain 
municipalities standing alone will not be 
economical. But they could expand those 
services in an area going beyond the municipal 
boundary. Solid waste comes to mind very 
quickly here--something like that could be 
done. And there must be other possibilities. 

Our project is going to be a very, very 
long-term process. There is a real risk, which we 
have noted in our documents, that this very large 
amount of money that we have allocated for this 
project may not actually move. That is very 



serious and we have to find some mechanisms to 
ensure that we remain flexible. We have a 
certain structure, which we described in the 
reports. But we still need a lot of support from 
senior management, in looking at this very 
flexibly. Because what will work in Bangladesh 
may not work in Pakistan. And, in my opinion, 
what will work in Tamil Nadu may not work in 
Bihar or Uttar Pradesh. 

Sonia Hamman 

One of the things that is very interesting is 
that Tamil Nadu has inspired more than just the 
two cases here. And what's interesting is the 
different approaches. In the Pakistan case 
there's been a lot of emphasis on the institution 
that you are creating, and the sizing of that 
institution. And in other cases, that you start 
with an idea of a project and a size, and then try 
and make the fund fit that size--which may be 
the absolutely wrong way to approach it. Both 
approaches are necessary for success. The work 
may focus on the institutional aspects on the 
local level and the revenues and capacity, but if 
the fund has not been designed correctly, money 
won't flow and that fund will also fail. Many of 
the failures that have occurred in municipal 
development funds have been because these 
funds were not created to perform and to operate 
correctly. 

P.V. Rajarama, fromfloor 

Regarding the Bangladesh project, I'd like 
to share with you some of our experiences in 
similar projects in Tamil Nadu. We have done 
three projects, Madras I, Madras II and Tamil 
Nadu. In a multi-sector project like this, we 
found that the need for a very strong and 
effective coordinating mechanism is most 
important. Despite our experience with two 
earlier projects, with Tamil Nadu I, we could not 
complete many of the contracts in eight years. 
Many of these projects involve land acquisition, 
dealing with other agencies not connected with 
this project, etc. And in the kind of 
administrative culture that exists--I'm sure 
Bangladesh must be similar to India--a strong 
coordinating leader is essential for completing 

the project requirements. Funding is a separate 
issue. It's a very large project. And unless you 
have full support from the government at all 
levels, it could be very, very difficult to 
complete. Full government support is a 
necessity for a successful completion. 

Dr. Krishnaswamy Rajivan, fromfloor 

Could local institutions have been used in 
these efforts? 

Arun Benarjee 

Actually, the institution we chose to start 
implementation of this project is the local 
Government Engineering Department, which is 
probably the best performing government 
department in Bangladesh. But the idea is to 
change the role of the LGED over a period of 
time. Instead of becoming the provider of 
municipal infrastructure services, we want it to 
change its role over a period from provider to 
facilitator, to use a common term. That's why 
the MDF was created with a completely 
different set of rules. Because LGED was 
getting too much into actually going there and 
designing things, constructing things and 
handing them over without really training or 
creating any local capacity. It has done what it 
has done extremely well. But it has basically 
failed to create any local capacity. So we needed 
to make a shift and, from that standpoint--at 
least in the Bangladeshi context--we have 
hopefully taken care of the problems. 

Jonathan Kamkwalala, fromfloor 

Among the options we considered, one 
was using commercial accounts. But that was 
not a workable option in view of the banking 
system in Bangladesh. 

Michael Schaeffer, fromfloor 

One of the things we did in Bosnia was to 
evaluate the banks in the public sector. But 
there's no balance sheet capacity, or a limited 
balance sheet capacity. And the financial 
institutions were weak. We felt that the best 



option was to go through the banking sector 
because we couldn't figure out a good access 
strategy to get these funds. One thing that 
perplexes me about South Asia from an 
intellectual point of view: is why we don't build 
up the financial infrastructure side? It seems 
that we have all that exact same problems in 
"greenback," weak financial structure, poor 
balance sheet capacity, but we're still going to 
drive home the municipal lending through the 
banking infrastructure. This is a long-term 
solution. So I'm curious as to why that banking 
solution was eliminated. Was it just because of 
the balance sheet or infrastructure or what? In 
Bosnia, we lent to the banks and capped at a 
certain rate. We expected the spread to be about 
five percent, and the long-term rate would be 
about five to ten years. 

(A participant from the floor objects that 
this does not seem sustainable.) 

Michael Schaeffer, from floor 

It's true that the dimension that is missing 
is a municipal bond market. But still, the banks 
really do want to take the risk in the long term. 
What that does is that it smoothes out the cash 
flow of the long term. 

Sonia Hamman 

This is an interesting discussion. The 
Bosnia case was to be able to get the money out 
of the municipalities, and over the long term 
what will happen in that situation is what 
happens whenever there's a long-term market. 
It should not be dependent solely on our 
resources. The only place that I know of that 
does not depend on international agency lending 
for its resources is Morocco. 

Ms. S. Malathi, fromfloor 

Both in Pakistan and Bangladesh similar 
actions need to be taken. Probably there is a lot 
of jumping and pushing by the owners of the 
municipalities to get into agreements. But 
before that, there is a step that is needed. The 
state has to put a set of things in place and abide 
by them. That's where the reform process really 
starts. In Bangladesh, this is the revenue. Unless 
the state agrees to the conditions, it's really not 
fair to put the municipality into various kinds of 
regulations and discipline enforcement, saying 
you must pay this back. I think that this is a very 
important link. 
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1 5. SRI LANKA: COLOMBO'S CLEAN SETTLEMENTS PROJECT 
AN EFFORT IN PROGRESS 

By Jelena Pantelic, Sr. Urban Specialist. SASIN, World Bank 
and 

Ms. Allyson Thirkell, Consultant, London. U. K. 

SUMMARY PROJECT DISCRIPTION 

Introduction 

The capital city of Sri Lanka, Colombo, 
has a population of about 700,000. The outskirts 
and suburban districts of the Western Province 
are about three times as large. The Colombo 
Metropolitan Region (CMR) includes three 
districts: Gampaha, Colombo and Kalutara, 
forming the Western Province. The CMR 
extends 30 to 40 kilometers to the north, south 
and east of the city. 

Colombo is the administrative, financial 
and trade center with a modem container Trans- 
shipment port which handles a large tonnage of 
containers. The economy has grown at about 
five percent per annum, despite the crippling 
effects of the ethnic conflict that has raged since 
1983. In recent years, diversion of funds to the 
war effort has impacted the development in all 
sectors. The policies of the Government are 
relatively progressive, and have resulted in the 
relaxation of many controls. The attractive tax 
and other incentives to investors have 
encouraged foreign investors to buy public 
assets divested by the Government, and set up 
industries in the free trade zones. 

Sector Issues 

The main sector issues are: (i) urban 
poverty that has forced migrant families to live 
in slums or on marginal lands; (ii) the 
deteriorating environmental conditions in the 
under-served settlements (slums and shanties 
and tenements or 'slum gardens?, and the 
impact on health and productivity; (iii) 
Government's shelter policies and programs that 
have failed to address shelter issues for a large 
proportion of urban families, primarily due to 
poor targeting; (iv) the planning, regulatory rules 
and development control regulations that make it 
impossible for the low- and middle-income 
families to access land andlor shelter finance; (v) 
the high cost and scarcity of land, and 
affordability issues pertaining to the middle and 
low-income families; (vi) fiscal incentives, 
legislation and protection offered to tenants (rent 
control, etc.) do not promote private sector 
investments for housing either rental or sales; 
(vii) the lack of long-term housing finance, the 
reluctance of lenders to deal with lower income 
groups, and difficulties of enforcing fore- 
closures; (viii) sector allocations for housing and 
urban development are inadequate to deal with 
the housing and urban development; (ix) private 
sector investment is a growing industry for high 



income condominium housing which is not 
subject to rent control; while the existence of 
rent control for older housing discourages 
private sector investments and redevelopment. 
These issues are elaborated below. 

Half of Colombo residents live in overcrowded 
and poor housing 

Due to the relatively high cost of housing, 
in and near Colombo, a large number of people 
commute to Colombo daily. The proportion of 
families living, in under-served settlements in 
the Colombo Municipal Council Area has 
reached about 45 percent of the city's 
population. Under-served settlements include: 
shanties (illegal slums), slums (legal but 
crowded), slum gardens (rows of rooms in 
compounds), and on environmentally sensitive 
land (canal banks, road reserves). 
Environmental conditions in the under-served 
settlements are extremely poor, have skeletal 
services, and poor and crowded housing. 
Conditions have deteriorated to the point that 
last year there was an outbreak of cholera in 
Colombo. Middle income families mostly live 
in rent-controlled houses in Colombo or live at 
varying, distances in the CMR. 

Buildable land is scarce and expensive 

Urban land is in short supply and 
expensive. Land prices vary betweer) Rs. 
200,000 per perch (273 square feet) in low- 
income neighborhoods to Rs. 3,000,000 per 
perch in the low density choice living areas. 
The Urban Development Authority O A )  owns 
large tracts of land Generally used for higher 
income housing and commercial purposes. 
LIDA enters into joint ventures with developers 
for high income housing and commercial 
development, and for use in the government's 
own housing schemes. 

Planning regulations work against low and 
middle income families 

UDA's planning, regulations mandate 
minimum plot sizes of six perch in Colombo and 

10 to 15 perch in the CNM and other urban 
centers. With salaries of about Rs. 15,000 
average per month, land prices in Colombo are 
not affordable by middle-income families. 
Many families however, live on one to two 
perch plots that do not meet development control 
requirements. 

Government Programs are Unsustainable 

During the past 20 years, successive 
Governments have addressed housing issues as 
priority social programs. These programs have 
made little impact on housing conditions or to 
meet the demands for housing in Colombo and 
other urban centers. Urban housing programs 
included high rise and walkup apartments built 
for outright sale or lease purchase or rent. These 
programs were not sustainable because capital 
funds had to be appropriated from the budget. 
Interest on loans and rents were not priced 
realistically, house allocations were not 
transparent, cost recovery is poor, and evictions 
and foreclosures are not enforceable. Recent 
budget allocations are adequate for NHDA to 
construct about 500 to 1,000 housing units per 
year. 

Private Sector Investments are only for high cost 
housing 

Private housing development is 
traditionally done by persons constructing single 
family homes through small contractors. 
Foreign private developers in joint ventures with 
local developers construct high-cost, high-rise 
apartments costing about Rs. 7-9 million (unit 
cost of about $125 per square foot), which are 
available for sale to nationals and foreigners. 
Local developers (Keels, Ceylinco) sell plots or 
plots with housing, units in the outer districts of 
the CNM in cost ranges affordable by middle- 
income families. The Board of Investments 
(BOI) tax exempt schemes have not attracted 
much foreign or domestic finance for housing 
development. Fiscal incentives available in the 
past, such as tax exempt development of low 
cost housing, constructed for sale, are no longer 
available. 



Long-term Housing Finance is Not Available 

Limited housing finance, usually between 
five and ten years, is available from commercial 
banks to established and higher income 
customers. Limited housing finance is available 
from the government-owned National Savings 
Bank and the State Mortgage and Investment 
Bank at subsidized interest rates. However, 
obtaining loans from these agencies are complex 
and time consuming. Loans are not easily 
accessible to low and middle income families. 

Urban Local Authorities Have Limited Capacity 
to Deliver Basic Services. 

Urban local authorities have had little 
involvement in housing provision. The 
resources of urban local authorities, except 
Colombo Municipal Council (CMC), are 
severely limited due to poor resource 
mobilization. They have also been constrained 
in the provision of basic services due to legal 
restrictions regarding provision of basic services 
on private lands, and the desire not to provide 
official recognition to slum dwellers for fear of 
giving a sense of permanency. Where 
interventions have been made in urban slums 
they have been done by the GOSL with 
extremely minimal services, or through the 
decentralized budget of the Colombo Municipal 
Council, which allocates funds to Councilors to 
undertake improvements in under-served 
settlements in their wards. 

Tentative Project Description 

(i) Long-term housing finance for low- 
and middle- income families: There is no long- 
term housing finance available for low-income 
households in Sri Lanka except on a small scale 
under the NHDA's house ownership programs. 
Apart from being inadequate to meet the 
demand, this program is not sustainable because 
of political overtones of the program, and hence 
the large scale defaults. There are recent 
programs and initiatives in this direction. 
However, the latest ADB Urban Development 
Project provides for loans of up to Rs. 100,000 
for repair and improvements of housing, and 

IFC is currently in the process of approving 
project that would help establish a private 
housing finance company in Sri Lanka. 

The proposed Clean Settlements Project 
intends to address the issue of housing finance 
for middle- and low-income families through a 
line of credit for use by commercial banks to on- 
lend to individuals and or cooperatives for 
purchase of land or shelter. As access to 
serviced land by these families is not achievable 
at land prices prevailing in Colombo, 
discussions have been initiated with the GOSL 
to release serviced land. 

(ii) Access to aflordable land 
Discussions going on with the GOSL to release 
LTDA-owned land to the private sector for low- 
and middle-income housing, and to housing 
cooperatives to organize their own construction. 
The project will provide funds to provide 
services for these lands that will be primarily 
targeted to low and middle income families. 
Through the use of cooperatives, where the 
absolute ownership remains with the association, 
the restriction on the minimum plot size could 
be circumvented through construction of three to 
four story walk-ups, and lenders could have 
greater confidence to deal with a cooperative 
society, than individuals. 

(iii) Upgrading of under-served 
settlements in situ: The proposed Bank financed 
project will support upgrading the living 
conditions of up to 25,000 families living in 
under-served settlements who are unlikely to 
benefit from the re-housing program in the next 
five to ten years. The process of settlement 
upgrading (slum upgrading) will unfold through 
a methodology that had been developed in the 
past preparatory stages of the project through the 
works in sic pilot projects. Use of Community 
Environmental Management Planning process, 
active collaboration between the CBOs and 
NGOs and the decentralization to Urban Local 
Authorities (ULAs) will form the principal 
approach. 

(iv) Strengthening of urban local 
authorities: Thus far, urban local authorities 



have served in a passive role with regard to 
shelter provision or providing basic 
infrastructure services to improve conditions in 
under-served settlements. Most initiatives have 
been taken by GOSL through the UDA and 
NHDA. Low capacity and strength of urban 
local authorities have been the primary cause of 
this malaise. Through the project, assistance 
will be provided to strengthen urban local 
authorities to enable them better to serve the 
needs of their citizens, particularly those enjoy 
low and middle income. Technical assistance 
would be provided to: develop city development 

strategy, improve planning operation and 
maintenance, resource mobilization, and 
financial management. The project will support 
a twidpartnership program with another local 
authority in the UK, USA or Canada where 
specific experts (in strategic planning, financial 
management, valuation, resource mobilization, 
including property taxation, town planning, and 
development control, and operation and 
maintenance) will work side by side with 
officials of the Colombo Municipal Council for 
periods of up to six months at a time. 



> SOCIAL DIMENSIONS OF 

URBAN INFRASTRUCTURE OPERATIONS 
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WHY consider social aspects? 

D Do No Harm 

O Foster Participation 

Q Share Benefits 

0 Reducing and Manage Risk 

Paying attention to social issues will 
prevent 

0 Unforeseen 0 Negative 
issues/problcms publicity 

Q Sowed relations Q Damaged public 
with local image 
communities 

Q Added 
0 Delays and financial costs 

stoppage Q Low staff 
Q Legal disputes morale 

Social Assessment 

O Involuntary Resettlement 

O Indigenous Peoples 

0 Cultural Property 

O Forced Labor and Harmful Child Labor 

O Public Consultation and Disclosure 

Q Sharing Benefits 

Benefits to borrowers of a good 
social assessment 

Q Reduced reputational risk - minimize conflicts 
and disputes over impacts and mitigation 

0 Reduced financial costs and fastcr benefits - 
minimize delays in implementation 

0 Do no ham - ensure cost of projects not unfairly 
borne by third parties 

0 Improved project design - Reduce participant's 
unmtahty and increase consensus on project 
s-gY 

Social Assessment Process 

Q Identify key Q Evaluate 
social & institutional and 
participation social issues 
issues 

Q Establish 
Q Define mechanisms for 

Participation monitoring and 
framework evaluation 

The goal of the resettlement policy 

T o  inprove, or at least restore, 
incomes and standwdF of living 

for project affected persons 



Resettlement policy triggered 

By involuntary physical impacts 
0 taking of land or other =sets resulting in 

0 phyiul relocation 
0 10s of livelihood ar rcceu to anrcts 
0 lou of liveliboodr 

0 restriaion of access to parks and protected 
areas resulting in 

0 10s of livelihoodr 

Resettlement policy principles I 
0 Avoid or minimize economic and physical 

displacement 
0 Compensate at h l l  replacement value 
0 At least restore incomes, ability to generate 

income, living standards 
0 Lack of title no barrier to eligibility 
R Provide opportunities for participation by PAPS 
O Design resettlement as a development program 

Avoid or Minimize 
Economic and Physical E) Displacement 

0 Select alternative sites, routes 

0 Alter project design 

0 Minimize R-0-W or any other land 
taking 

At least restore incomes, 
ability to generate income, 

living standards 

O Resettlement is not "finished" 
when people move 

Compensate at Full 
Replacement Value 

0 Real Market Value for land, 
buildings, etc. 

O Include moving, relocation and 
transaction costs 

Lack of title no barrier to 
eligibility 

O Treat all people affected equally 
O Projects should not create victims 
O Eligible for rehabilitation assistance, 

not legal compensation 
O Census cut-off date to prevent fraud 



Provide opportunities for 
participation by PAPS 

D Participation builds ownership 
and reduces conflict 

Design resettlement as a 
development program 

0 Create development opportunities, 
not just m i t i e  impacts 



& MOVING FROM SAFEGUARDS 
TO OUTCOMES 

The SAR Urban Portfolio 
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- appraisal missiyn to include an / 
environmental secialist , / 

- contentious and risky -- indpendent 
panel / 



ure: Categories 

1 2  1 .I/ 
/ 

/ 

2 

/ -- 23 i/r 12 I 
/ 

the project's impacts and 



mechanism for fin 

asure on the commitment and 
of borrowers and the Bank to 



2 

Mainstreaming 

& - ~. 

p'estions ??? for Us 

a ~ o u n t r y  Sector Dialogue -- To what 
extwt is "environment" on the table? 

B ~ r e  merely "retrofittingff 
environment in the objectives? 

 HOW can CDS &sed both as an 
instrument andhide 
promote better enviro ~ e n t a l  

- - management at the city %el? / 
\ / 

/ 

Qup'istions ??? for Us (2) 

By can we scale-up p~lot components 
ini 'qted under MSP and TNUDP II? 

DHOW dhwe tackle sol~d waste 
managemqt and sanitatron for the poor? 

OHOW to move from outputs to 
0ut~OmeS ... shoul~projed outcome 
indicators include mesurable environm-l 
improvements? 

- -  
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ADDRESSING 
URBAN AIR POLLUTION 

IN SOUTH ASIA 
/I- 

Joint presentation of 
SASEG and SASEN 

1 Urban air pollution is a multi-sectoral 1 
I problem involving a variety of sources ( 

Main pollution sources: 
+ Energy 

- small stoves and boilen using wood, dung, heavy oil or 
coal; large indusby and power 

+ Transport 

- poor fuel specifications (e.g.lead, high s 
- poor vehicle and road maintenance 
- poor traffic management 

+ Municipal 

A clear "North-South" pattern in air quality 1 
shows that small energy sources are at least as 

significant as transport in Northern cities with the 
highest pollution (TSP) levels 

Urban air pollution in South Asia is among 
the highest in the world, and so are the 

adverse health impacts.. . 
Annual health burden: 
+ IM),OOO - 300,000 premature 

deaths 
+ 4 billion work days lost or 

rcduced productivity 
+ Economic costs in largest 

cities reach 10 *h of  city 
product (compare to 4 % for 
all developing countries) 

+ Plus indoor pollution in slums 
and peri-urban areas 

LIWIbmC(UVIDIYI0U 
ID- ------- I I 

Controlling small pollution sources in 
different sectors is a major challenge 

a typical sectoral contribution 
for a large Asian city 

South Asia Environmental Strategy 
for the Energy sector: key priorities 

+ Combating indoor air pollution 
+ Managing urban air quality 
+ Mitigating environmental problems I 

associated with coal-power chain 
development in India 

+ .trenmening ma) 
and enforcement 

+ Addressing global climate chang I 



Key features of our strategy 

+ Holistic approach to urbanlregional/national 
problems in the energy-environment nexus 

+ Focus on outcomes, i.e. significant 
reduction in health and environme 

+ Facilitating cross-sectoral coll 

+ Significant improvements in air quality in at least 
two major cities in the region by the year 2010; 
most of the other major cities adopt air quality 
improvement programs 

+ The use of leaded gasoline phased 
in at least 3 countries by 2005; ph 

of motor diesel redu 
two countries by 20 

Actions needed 
+ Short-term (FYO2): 

- Rsrb mnrclraa with napwive pvunmao a ramey for 
iddql air polluricn in u l d  w d y  p o l W  dried (Nth .I 
Delhi. Kuhmudq IAIIOW W w ) ;  ud 

- advance di+ W i n g  ocanminuem b phue ou( lad in all 

+ Medium-term CFyOS): 
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South Asia- Urban Forum 

Agenda 

8:30 - 850 a.m. 

850 - 9:00 a.m. 

Thursday, June 24,1999, Room FSP-100, IFC Builaing, 
2121 Pennsylvania Avenue, Washinen D.C. 

Registration, Tea and Coffee 

Presentation of Objectives & Expected Outcomes 
by Hiroaki Suzuki, Pr. Operations Officer, Infrastructure Sector Unit, SASIN. 

Welcome and Introduction. 
"The Urban Sector in South Asia: Issues and Options" 
by Frannie Humplick, Sector Director, Infrastructure Sector Unit, South Asia. 

Key Note Address 
"The Linkages of Comprehensive Development Framework 
And the South Asia Urban Operations" 
by Mieko Nishimizu, Vice President, South Asia Region 

"The Bank's Urban Strategy and Its Challenges" 
by Angela C. Griffin, Sector Manager, TWURD. 
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Chair: Manuel Penalver, Director, Operations, South Asia 

TEAICOFFEE BREAK 

"Strategic and Comprehensive Approach to Urban Development" 
by Hiroaki, Suzuki, Principal Operations Officer. SASIN. 

''India: The Reform Agenda" 
by Mr. P. V. Rajaraman Finance Secretary. Government of Tamil Nadu 

"Urban Tamilnadu; Yesterday, Today and Tomorrow" 
by Ms. S. Malathi. Secretary, Tamil Nadu Municipal Affairs and Water Supply 

"The T a d  Nadu Urban Development Fund" 
by Dr. Krishnaswamy Rajivan, Chief Executive Officer, TNUDFS 

PANEL DISCUSSION: 
Christine Kessides. Principal Economist, TWURD 
Prof. Subbiah Kannappan, Professor of Economics. Michigan State Univ. 
Eloterio Codato, Sr. Urban Management Specialist, LCSFP. 
Hiroichi Kawashima, City Development Strategy (CDS), Urban Anchor. 

FLOOR DISCUSSION: Approaches to Urban Sector Reform - The Case of 
Tamil Nadu (India). 
Chair: Keshav Varma. Sector Director, Infrastructure Sector Unit. East Asia. 



LUNCH PRESENTATION 
Knowledge Management - Website Home Page of Coimbatore Corporation - 
Forthcoming SA Events and Partnerships 
By Dr. K. Rajivan, CEO, TNUIFS. 
Kwabena Amankwah-Ayeh, Urban Specialist, SASIN. 
Amy Osborne, Urban Anchor, TWURD. 

'Bangladesh Municipal Services Project" 
by Jonathan S. Kamkwalala, Senior Financial Analyst, SASIN 

"Pakistan Municipal Development Fund Project" 
by Michael Schaeffer, Senior Financial Analyst, TWTURD 
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Bangladesh and Pakistan. 
Braz Menezes, Principal Operations Officer, LCSFP 
Arun Benarjee, Principal Operations Officer, SACBF, Bangladesh. 
Chair: Sonia Hamman, Sector Manager, MENA 
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by Jelena Pantelic, Senior Urban Specialist, SASIN, and 
Ms. Allyson Thirkell, Consultant, London, UK. 
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PANEL DISCUSSION 
Introduction & Overview - Richard Ackermann, Sector Director, SASEN 
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FLOOR DISCUSSION: Urban Poverty, Social and Environmental Issues in 
Urban South Asia. 
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