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General Studies – 2; Topic: devolution of powers and finances up to local levels and 
challenges therein. 
 

Urban Local Governance 
 

1) Introduction 

 Twenty-five years ago, the Constitution underwent a significant transformation with the passage of 
74th Constitutional Amendment. 

 It gave constitutional status to democratically elected urban local bodies. 

 Despite a constitutional mandate, urban local governance has not measurably improved the 
conditions in India's cities. 
 

2) Present Status 

 Traffic congestion, water crisis, poor sanitation, increasing crime and unaffordable housing 
characterise urban living in India today. 

 One of the prime reasons for this inefficiency is lack of structured devolution of authority and lack 
of investment in building human and institutional capacities. 

 Countrywide, urban local bodies generate less than a third of their own revenue. 

 Political support and capacity for revenue generation is lacking, except in some southern and 
western states. 

 Organisational systems and accounting procedures in urban local bodies have not been 
modernised. 
 

3) Disempowerment and Depoliticisation 

 Elected representatives at the city-level are rendered powerless by making them subservient to the 
State government.  

 In most municipal corporations, while the mayor is the ceremonial head, the executive powers are 
vested with the State government-appointed commissioner.  

 Urban development authorities and public corporations are accountable to the State government, 
not the local government. 

 Even urban planning and land-use regulation (globally a local government function) is with State 
government-controlled authorities. 

 Programmes such as the Smart Cities have special purpose vehicles (SPVs) which have “operational 
independence and autonomy in decision making and mission implementation”.   

 The creation of parallel institutions that disempower the elected local government shows how 
higher levels of government distrust local politics. 

 Even for performing functions that are within its purview (such as levying local taxes or undertaking 
civic projects above a certain budget) the local government requires State government permissions. 

 Hence, municipalities are not yet autonomous units that can be genuinely called as the “third tier” 
of government in India’s federal system.  
 

4) Limitations of 74th Amendment 

 Many of its key provisions are not mandatory for the State government.  

 The functions which a State government is expected to devolve to the local government — do not 
include urban transportation, housing or urban commons. 
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 According to 74th Amendment a municipality need not be constituted in areas which are declared 
as industrial townships. This will keep the local governments weak. 

 Unlike the 73rd Amendment which provides for three levels of panchayats, power in urban areas is 
concentrated in a single municipal body (whether it is a municipal corporation, municipal council or 
town panchayat). 
 

5) Concerns / Challenges 

 Failure of States to implement the provisions of the 74th Amendment. 

 Local governments are financially constrained and do not have the administrative capacity to carry 
out its functions. 

 Normally, the world over, the size of the local governments taken together is to the tune of around 
six percent of the national GDP. In case of India, it is less than one percent.  

 Cities are never likely to be surplus entities given our tax design.  

 The financial recommendation by the State Finance Commission is not accepted by many states. 
 

6) Way Forward 

 Political empowerment of local government that furthers local democratic accountability. 

 Higher level governments must devolve funds to the local bodies to fund their mandate. 

 The financial recommendations by State Finance Commission should be treated with utmost 
seriousness. 

 ULBs must be allowed to come together and form virtual entities which can then take exposure to 
financial markets through loans and debt route. 

 It is important to have clarity in the assignment of functions to ULBs. 

 Capacity building of the ULBs to enter into PPP contracts. 

 "The future of 'happy' cities requires that elected urban local bodies must be empowered and their 
institutional and human capacities sufficiently strengthened. 

 Need to attract fresh investment in order to upgrade urban infrastructure across the country. 

 Practical and imperative steps to empower elected city governments must be taken by all state 
governments. 

 It is not enough to improve ease of doing business at the national level; similar ease is necessary at 
city level to improve delivery of basic services. 

 The Prime Minister must take a lead in evolving a political consensus between central and state 
governments towards making cities an integral part of vibrant New India. 

 
 


