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Need for Community Participation

Many of the projects and approaches to improving the access of the poor
to urban services have demonstrated the critical role played by
beneficiarics themselves if any project is to succeed. Locally led and
energized initiatives are particularly essential in the initial phase, when
priorities are set, as well as at the implementation stage. Community
participation may be effected through official support (such as Com-
munity Development Councils in Colombo), the efforts of an NGO (the
Panca Bakti in relocation of Kampung Sawah in Jakarta), or by the
inhabitants themselves (urban Saemaul Undong in Seoul). In every case,
it is necessary for effective project implementation to elicit positive
responses from the affected population to achieve mobilization, replica-
tion and self-reliance. It may be noted that while the tradition of com-
munity participation is strong in rural Asia in satisfying the basic needs
of the rural population, urban dwellers have only recently evolved
people-based mechanisms to supplement inadequacy in infrastructure
provision by the government. In Indonesia and Malaysia, the age-old
principle of gotong-royong (self-help) has been extended to urban kam-
pungs. Likewise, in South Korea and Sri Lanka, the movements of
Saemaul Undong and Sarvodaya have respectively found the cities in
those countries fertile ground in which to further the notion of common
objectives such as the improvement of basic living conditions.

Towards Greater Integration

It is more widely recognized than before that there is a higher likelihood
of success in improving urban infrastructure services to the poor by
greater integration in two ways. Although sectoral considerations are
important in some circumstances, the trend has been for many
municipalities to design integrated infrastructure packages. At the same
time, planners and decision-makers have realized that for improved
urban basic services planning, implementation and monitoring among
different levels of implementers must be better coordinated, streamlined
and, to a degree, integrated. Integration implies better coordination and
planning between levels and sectors but not necessarily greater control
from central authorities.
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International Aid Agencies as Partners

In many large-scale integrated projects, the assistance of international aid
agencies has been crucial in design, concept, funding, training and im-
plementation. The dependence on outside technical assistance is under-
standably obvious in countries that have not achieved rapid industrial
and economic progress. Assistance programs of any import on urban
development in developing countries took place only in the 1960s when
the United Nations system of agencies was among the early ones to
respond to the newly identified needs. Most of the assistance was in the
form of technical assistance (with some training), pre-investment studies
and capital assistance. Often, however, authorities in the aided countries
have chosen high-cost urban technologies under the mistaken impression
that this is the best way to use the capital assistance available. The
availability of capital assistance among these countries may in the begin-
ning time had an inhibitive effect on the development of less expensive
infrastructure, notably in sanitation, housing and transport. Since the
early 1970s, however, the thrust on the alleviation of urban poverty has
characterized many of the urban assistance programs by the agencies.
They have developed their own style and priority activities in attempting
to improve the material welfare and living conditions of the urban poor
in developing countries. It can safely be said that, each in its own way,
the multilateral development agencies have provided much-welcomed
and well-intentioned assistance to work in partnership with Asian
countries to alleviate the plight of the urban poor.

Strengthening Local Governments

Dependence on foreign assistance must proceed hand-in-hand with
measures to strengthen local government in the long-run interests of the
countries themselves. In this respect, recent progress in several Asian
countries has been reported by Wegelin (1989). In India, conditional soft
loans were made available by the central government to state govern-
ments in the Integrated Urban Development Program between 1974 and
1979. The loan provision took the form of matching funds for a specified
investment package with the balance coming from the state and local
governments. The program, designed for cities with a population of
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Bangkok Metropolitan Administration. Its fiscal powers are not much
stronger as property, land and cars are grossly undertaxed. In 1981, the
average revenue of the city government was 741 baht per person which
was one-third the national average. Consequently, the central govern-
ment every year contributes the lion’s share of Bangkok’s fiscal expen-
ses. Financing urban services is thus basically an inter-governmental
process in which international agencies have a vital role to play where
domestic finance resources are unable to match needs.

Cost Recovery versus Subsidization

The previous issue of the gap between perceived urban service needs and
financial resources leads to the policy dilemma of cost recovery versus
subsidization. Cost recovery refers not only to the financial measures for
initial capital outlays but also to long-run maintenance and operating
expenditures. The higher the cost recovery, the lower the drain on the
public coffers. The fiscal devices for cost recovery include land pricing,
taxation on land and buildings, user charges, tax and nontax revenues. If
urban services are provided on a strictly cost recoverable basis, many of
the urban poor would not be able to afford them. Subsidies, if however
adopted as fulfilling a redistributive goal or poverty alleviation objective,
can be justified. Likewise, subsidies for refuse disposal are often required
because of externalities of pollution and the difficulty of controlling
unauthorized dumping. Selective subsidization appears to be a prudent
policy choice which is preferable to indiscriminate or heavy subsidiza-
tion as both can produce inefficiency in service provision. The earlier
reference to the subsidized but inefficient bus systems in some Asian
cities is a somber reminder of the merit of keeping certain urban services
competitive and cost-effective between the public and the private sec-
tors. Based on the experience to date on urban service provision in
developing countries, a guiding principle seems to avoid general sub-
sidies in the design and implementation of urban development projects.

Shifting Policies

Three broad types of policies may be distinguished in providing basic
services to the urban poor. One is a policy based on market mechanisms
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which in essence ignores the existence of low-income settlements in the
belief that they are an aberration in the development process and, given
time, they will disappear with economic development. The second type
refers to restrictive policy which aims at reducing the size of these
settlements or, where feasible, relocating them to the urban periphery.
These two types of policies are largely discredited, leaving the third type,
supportive policy, designed to improve and expand on present infrastruc-
ture conditions in cooperation with local residents, as the most popular
and widely adopted (Rondinelli and Cheema, 1988). In this connection,
it is pertinent to mention the World Bank’s successful experience in
employing market mechanisms in its projects to reach the urban poor.
Many of these projects in policy design are an amalgam between laissez-
fairism and interventionism.

Centralization versus Decentralization

At the core of this dichotomous choice of urban govemance are the
concerns of resource mobilization, financial capability and management
efficiency of the local government to deliver urban services. Traditional-
ly, most countries in the region are characterized by a high degree of
political and financial centralization to the detriment of mumicipal
authorities which are starved of the requisite resources, power and politi-
cal will to deliver basic urban services. To be sure, the magnitude of the
urban problem is beyond the financial and administrative capabilitics of
many developing countries. More specifically, a 1977 study of 25 Asian
countries submitted that even if their total savings were mobilized for the
provision of urban housing and infrastructure for additional migrants,
there would not be enough. For most countries in the region, though,
several decades of development experience have successfully convinced
politicians and planners that decentralization of authority, resources and
responsibility to local governments’ promises to be the emerging wis-
dom of development administration. The recent strategies designed to
strengthen local governments in five Asian countries outlined in the
previous section have built-in performance criteria at the local level to
ensure the desired results. In Sri Lanka’s move to improve municipal
management in its urban local authorities, for example, municipalities
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must have scored on selected performance improvement indicators in
order to obtain government grant funds. Strengthened local governments
come with increased public accountability and responsiveness.
Decentralization is not, however, easy to achieve.

Equity versus Efficiency Goals

It has been fashionable for arguments about urban service provision to be
couched in a trade off between equity and efficiency goals. There is now
accumulating evidence to attest to the compatibility between these two
objectives, as the rates of return on poverty-oriented projects supported
by assistance agencies like the World Bank have been shown to be not
significantly different from untargeted ones. Moreover, it has been
stressed that these goals can be best achieved by avoiding increased
subsidies to urban services through reliance on local taxes and user
charges (WDR, 1988). On a larger plane, the equity issue impinges on the
urban poor in relation to other higher-income groups in the city. Biases
against the disadvantaged groups in infrastructure provision, whether
they relate to pricing policy, attitudinal orientation, or structural ir-
responsiveness, must be minimized. Within the urban poor group, also,
equity is still an issue that recurs in projects having a differential impact
on strata within the target population. By contrast, sites-and-services and
core housing projects can be designed to achieve greater equity when
affordability criteria can be enforced. Even then, such projects have yet
to reach the poorest 20 per cent of the urban population.

Modalities of Service Delivery

The debate on the varying effectiveness of different modalities of urban
service delivery revolves around the broader issues of resource mobiliza-
tion and the extent of decentralization of power to local governments.
For many infrastructure services, a “service delivery” model, that is,
government-provided services, is still the most important. However, in
the context of the present trend calling for greater beneficiary participa-
tion, a range of approaches involving support from international or-
ganizations, semi-public or private agencies, NGOs, community
self-help and so on, have evolved in many Asian cities. Generally speak-
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ing, participatory, self-help, and community programs are conceived as
“pottom-up” approaches that are being looked at more favorably than
before by the authorities. Clearly not any one mode of service delivery is
sufficient for all needs. Each has a useful role to play and a responsible
and responsive government should give support to local group efforts in
planning, setting norms and priorities and evaluating projects. Local
groups, often poorly organized, manned and financed, need all the en-
couragement, support and funding governments and other bodies may be
able to provide. In the end, they all contribute to make the urban habitat
a better place in which to live.

Public versus Private Service Provision

It has been recognized that economies of scale, externalities and the
possibility of monopoly conditions under private sector provision are
accepted arguments in favour of public provision of utility services in
urban areas. The present regulatory framework tends to protect public
agencies with established monopolies. However, for some urban ser-
vices, such protection is not well placed and results in inefficiency.
Transport is a case in point. In Calcutta and Bangkok, public bus com-
panies cover only about 60 and 72 per cent of their total costs with their
revenues and incur large subsidies. In dramatic contrast, private buses in
the two cities which carry 75 per cent and 40 to 50 per cent of the total
bus ridership in the two cities, respectively and charge the same fare as
public buses are able to operate at a profit, without subsidy. Private
operators are plainly more efficient than public ones and in addition
contribute sizeable revenues to public coffers. The disparity in efficiency
is 50 obvious that it has been suggested that all nationalized bus monop-
olies be open to private operators of buses and minibuses (Feibel and
Walters, 1980). In low-cost housing, too, the role of the private sector has
been well argued for in Malaysia by researchers. Official recognition of
the private sector in housing provision for the poor is again reflected in
the planned construction by the private sector of 374,100 low-cost dwell-
ing units in the Fifth Malaysia Plan (1986-1990). The Malaysian ex-
ample underscores the wide scope that exists for closer cooperation
between the public and private sectors in delivering urban services in
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Asia.

Supply and Demand of Urban Services

Much of the infrastructure provision by public or quasi-public bodies is
typically supply-led, with little or no direct relation to the nature and size
of demand by the urban poor. One of the more effective ways of increas-
ing access to urban services is, in fact, to promote employment genera-
tion activities in order that, with higher incomes, the diadvantaged
population would create greater effective demand for basic services
capable of being satisfied through a variety of mechanisms. In many
Asian cities, the prevailing high levels of unemployment and under-
employment and low incomes among the urban poor are translated into
their inability to pay for needed urban services either directly through
user charges or other methods, or indirectly through taxes. Projects
designed to improve the livelihood of the urban poor may be embedded
in integrated infrastructure approaches that have been reviewed pre-
viously, or may be income generation-specific, such as the Program for
Investment in the Small Capital Enterprises Sector (PISCES) supported
by USAID. The demand for specific urban services may also be met by
financing programs such as the Community Mortgage Program in the
Philippines which involves an innovative concept of low-income home
financing for an undivided tract of land to be acquired by several
beneficiaries through community ownership. The landless urban poor
can thus secure land for house construction through the financing pro-
gram administered by the National Home Mortgage Finance Corpora-
tion.

Formal versus Informal Sector Roles

Asian cities, as elsewhere in the developing world, are creations of
planners and politicians whose predilections are to cater to the interests
of the rich and powerful. As a consequence, the regulatory framework,
resource allocation and political support are everywhere in favour of the
formal sector. However, the extent to which the informal sector can
directly benefit the lives of the urban poor should not be neglected. In a
number of urban services, such as housing improvement, transport, water
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supply and public security, informal sector contributions have been ob-
served to be low-cost and effective. For example, in many squatter
settlements, an informal market exists facilitating mutual help, procure-
ment of building materials, dissemination of information and exchange
of know-how. Strong social networks in these communities are often
sufficient to deter crime and where necessary, a mutual aid system of
vigilante corps can be developed based on voluntary contribution of
labor. Despite the rhetoric for administrative and financial decentraliza-
tion and devolution, excessive regulations and restrictions still impede
the activities of the informal sector. As a case in point, in Tamil Nadu,
India, where it is illegal for the private sector to attempt to duplicate the
successful sites-and-services projects supported by the World Bank, the
private sector has simply been forced to operate “underground.”

High versus Appropriate Technologies

The choice of technology for urban service provision is connected with
the pros and cons of the formal and informal sector roles, and the issues
of affordability, cost recovery and replicability. The Calcutta Subway
Project serves to underline the absurdity of pursuing a high-technology
option with near disregard for the needs of the urban poor. There is thus
an inviting challenge for Asian cities to seek low-cost, appropriate tech-
nologies that are not only innovative and indigenous but also, more
importantly, affordable by most of the economically disadvantaged.

Large versus Secondary Cities

Given the increasing concentration of population in large Asian cities
and the pressure on infrastructure services, economically conscious
scholars and administrators have raised the question of the relative costs
of service provision in cities of different sizes. Of course, urban ag-
glomeration goes with economies of scale but beyond a certain city size,
the gain in most urban services disappears. Evidence tends to indicate
that urban infrastructure services can be economically provided in cities
as small as 100,000 in population and the per capita costs in providing
many urban services are lower in intermediate-sized cities than in the
largest metropolitan areas.
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