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Urbanization: Some Facts and Figures 

 

 

Table 1: Composition of Urban Population Growth in India, 1961-
2001 

 1961-71 1971-81 1981-91 1991-
2001 

Urban population 
increase (Million) 
Out of which  

30.18 49.45 56.45 67.81 

Natural Increase 
(Million) 

19.68 
(65.2) 

25.56 
(51.3) 

35.37 
(61.3) 

40.17 
(59.4) 

Net R-U Migration 
(Million) 

5.91 
(18.7) 

9.83 
(19.6) 

12.76 
(20.7) 

14.32 
(20.9) 

Residual 
Component 
(Million) 

4.59 
(16.1) 

14.06 
(29.1) 

8.32 
(18.0) 

13.32 
(19.7) 

Source: Census of India, 1961 to 2001. Figures in parenthesis 
are in per cent 

 

Item 2001 2011 2021 2026 
Total Population  
(million) 

1028.61 1192.50 1339.74 1399.83 

Urban Population 
(million) 

286.12 357.94 432.61 534.80 

Urban (%) 27.82 30.02 32.29 38.21 
Total AEGR (%)  1.48 1.32 1.23 1.16 
Urban AEGR(%) 2.24 2.07 2.50 1.89 



 Source: Population Projections for India, 2001-26, Registrar 
General of India, 2006 
AEGR-  Annual Exponential Growth Rate 
 

Table 3: States Grouped According to Level of Urbanization 
in 2026 

States/UTs % 
Urban_2026 

% Share of 
Total 

Urban 
Pop_2026 

Highly Urban States/Uts 

Andhra Pradesh 34.02 5.98 

Delhi  98.80 5.17 

Gujarat 53.04 6.87 

Haryana 46.31 2.69 

Karnataka 49.29 6.17 

Madhya Pradesh 34.80 5.71 

Maharashtra 61.01 15.21 

Punjab 52.50 3.08 

Tamil Nadu 74.78 10.05 

West Bengal 35.13 6.60 

Chandigarh, Goa and 
Pondicherry 85.78 1.13 

Highly Urban States/UTs   50.91 68.66 
 
 
 
 
 
 
 



Table 4: Projection of Population in Mega Cities in 2026 (in 
million) 
 
  

City/UA 2001 2025 Region 
Mumbai 16.36 26.38 West 
Ahmedabad 4.51 7.73 West 
Pune 3.75 6.79 West 

Surat 2.81 5.70 West 
Chennai 6.42 10.12 South 
Bangalore 5.68 9.71 South 
Hyderabad 5.53 9.09 South 

Delhi 12.79 22.49 North 
Kanpur 2.69 4.60 North 
Jaipur 2.32 4.29 North 

Kolkata 13.21 20.56 East 
Total 76.07 127.49  
Source: Census of India, 2001 and World Cities, UN-Habitat, 
2008-09 
Note: Mega city is defined as Cities with population above 
4.0 million. 
 

Year 

Total Population 
(Million) 

Urban 
Population 

(Million) 

% Urban 
Population 

India W. B. India W. B. India W. B. 

1951 361.09 26.30 62.44 6.28 17.30 23.90 

1961 439.23 34.93 78.94 8.54 18.00 24.40 

1971 548.16 44.31 109.11 10.97 19.90 24.70 

1981 683.33 54.5 159.46 14.45 23.30 26.50 

1991 844.32 67.98 217.18 18.62 25.70 27.48 

2001(P) 1027.02 80.22 285.35 22.49 27.78 28.03 



 

 ULB (Urban Local Bodies) need to spend huge amount 
on sewerage, drinking water, schools, health 
provisions, infrastructure and other social and public 
goods. 

 To ensure poorer people can have at least basic 
necessities so that they can lead a healthy and 
productive life and join the labour market eventually.  

. 

 Only 41% of urban households had sole access to their 
principal source of drinking water; 59% were sharing a 
public source. Systems for removal of household waste 
were so poor that 71% of urban households reportedly 
removed it themselves, and only 14% of waste removal 
was conducted by Local Authorities.  

 

 Municipal finances account for a very small part of central 
and state government revenues and expenditure. The 
share of municipal revenue in total government revenue 
was about 2.3 per cent; and the share of municipal 
expenditure in the combined expenditure of State and 
Central Governments accounts was about 2.2 percent in 
2001-02 
Both ratios show a declining trend. 

 

 Total revenue of the municipal sector accounts for about 0.75 
per cent of GDP of the country; and total expenditure of the 
municipal sector accounts for about 0.79 per cent of the GDP. 
The revenue significance of municipalities is low by 
international standards: 

the ratio stands at 4.5% for Poland, 5% for Brazil and 6% for South 
Africa16 
 

 



Major Issue: Financing Constraints to fund projects. 

Current sources of financing of the ULB: 

Taxes:    Non Tax   Loans & Grants 

Property taxes, 
Taxes on vacant 
land, on carriages  
etc. 

Levy, Municipal 
fees , Lease etc. 

LIC, State Govt,, 
Planned transfers 
for specific 
projects etc. 

   

 

Municipal Bonds: 

 

 Issuer is the local Government raising funds from the 
market. Typically with a medium to long term 
maturity.( 1 year to 9 years) It could be secured or non 
secured. 

Why? 

 To smooth out fluctuations in income from other 
sources. 

 Debt is a commitment in the sense that payment has to 
be made on a regular basis. 

 

 Imposes fiscal discipline and removes political agency 
costs of diverting fund from a profitable project to 
politically beneficial uses but not productive. 

 Can be placed during the election time as an agenda. 

 

 



 

Constraints; 

Many but will point out a single constraint: 

Lack of a market due to informational asymmetry together 
with political myopia.  

Translated into market: The investors will demand a huge 
premia to cover (a) information risk and (b) political risk.  

Coupon payments will be so high that the bond issue itself 
is unviable due to large costs  of financing. 

 Rating Agencies:  

 Possible Solution: Bonds are placed after being rated 
by the rating agencies who dig information and 
political risk of an issue. 

 Rating agencies do not rate the whole Government but 
rate the creditworthiness of particular debt offerings 
(could be based on specific projects) projects. 

 
 Primarily examine willingness and capability of the 

Government to repay and the managerial quality to 
run the projects for which debt is issued. 

 

 Municipalities are not well managed but one can link a 
project with PPP, generate surplus from the project 
and then use the project to be rated.  

 

 

 



Experience in India; 

 

 The Ahmedabad Municipal Corporation  was the first 
ULB  to access the capital market in January 1998. It 
issued Rs. 1,000 million in bonds to partially finance a 
Rs. 4,390 million water supply and sewerage project. 
The project, a PPP enterprise is very successful 

 

 Hydrabad, Bangalore, Nashik, Nagpur, Ludhiana, and 
Madurai(. In most cases, bond proceeds have been 
used to fund water and sewerage schemes or road 
projects. 

 

 India’s city governments have thus mobilized about rs 
4,450 million from the domestic capital market through 
taxable municipal bonds. 

 
 
 
Municipal Bonds in India    

Type of Bonds Amount (Rs. In Million) 

Taxable bonds 4,450 

Tax-free bonds 6,490 

Pooled finance 1,300 

Total 12,240 

Source: Vaidya, C. and Vaidya, H., 2008.  
 
 
 



 
Conclusion: 
 

 Market based funding to initiate social projects are 
feasible and doable. 

 

 It cuts down political agency cost  by separating 
political ( cheap policies  to win votes and corruption) 
and economic issues ( taking a long term projects like 
drinking water and sewerage)as a project has to be 
viable before it can be rated by the rating agencies. 

 

 Raises efficiency of tax collection to meet interest 
payment as debt is a commitment. 

 

 The main question is political will not to make 
commitment to divert funds towards socially wasteful 
activities. 

 

 That is, choice between unhealthy drinking water at 
zero cost versus a drinking water with a reasonable 
cost. 

 
The choice is endogenous!!!  

 
 
 
 
 


