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Maximizing Non-tax Revenues:
Property Assets as Revenue Sources of ULBs

Sujatha Srinivasan™

Municipal property a

ets are a relatively under-researched and under-utilized source of income
among the various income sources of local governments in India. The non-tax revenue arising from
these property assets, though significant, barely begins to reflect the considerable financial worth of
this asset base held by local and state governments. This paper underscores the uniapped revenue

potential of these assets among the various income sources of state and local governments in India. It
also highlights a few benchmark land management practices across the world to understand their
relevance and applicability within the Indian context. Building on this data and related lterature
review, the paper presents a fundamental framework for maximizing revenue generation through
property asset sources.
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Increasing municipal revenues is an area of considerable challenge for local governments across the
world, In the past scveral decades, cities have been at the forefront of economic growth in most
countries and dasurgein witha

y g demand for
better Mesting this ballooning ceds have pla

local government budgub In addition, rising expenditures in the form of salary overheads,

r h of local g

Contrast this against stringent regulatory policics, fax restrictions and controlled centre and state
funding. What becomes apparent is that it is no longer enough for local governments to fulfill their
primary mandate of public service delivery. They are equally obliged to generate revenues that will
not only cover the cost of providing these services but will also generate a surplus to finance their
growing infrastructure investment needs. They are compelled to run all their revenue sources through
a fine-toothed comb and adopt prudent revenue policy decisions that will adequately balance public
needs and current realiies. Local govemxm,nu face an imminent need to gain decper insights into

o feach of these
“The aulior I Sevior Researcher at Insiate for Financial \lulmgum'nl ‘and Research (IFMR), Centre for
Devels Chennai o o
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Typically, icipalities i ty

into tax=
‘revenues (from sources s\whns plvpmyllx.ymf:mmm, w-m&wwmgﬁux,m)m'fmm
‘non- , user fees,
‘The revenue composition of the major ULBs in India is lugely skewed towards their tax revenue
P . The o

sources,
year borizon indi i ipts of UL 40%, followed
by i 30% iled by 2007).
Gi i i taxes, a number of i
research studies ied out i spects of tax sources.
have provided govemments with advanced insights into the arger issues afficting tax sources and
how they can che revenue p from th Ona
basis, ﬂu non-tax revenue sources of local governments luve'n'l quite received the same attention

thedataon ly inadequate.

Assetrelated non-tax revenues: Sources

A2007 i land leases
contribute between S0-100% of municipal infrastructure investment expenditure in several local
govemments across the world. In India, one of the primary sources of nor-tax revenue is the
immovable assets beld by stats aad ULBs — in the form of land and buidings (hat can be leased or
rented out or even sold i the open market properties in vari rts of a
city that are at the core of bustli ity. These i of unused land, leased
land, shopping complexes, community halls, parks, playgrounds etc. These properties are typically
utilized by the local govemments for various purposes, ranging from their own use (state and local
‘government zonal offices, etc.), leaseholds to private partics, shopping complexes as commercial
rentals to private parties, community centers that provide civic services, vacant land on long term
lease to private parties or organizations.

‘Owing to their strategic location within the urban localities, these assets are not only of considerable
financial worth, but a majority of them are potentially revenue gencrating. Any income from these

assets can be strategically utilized by local to finance oter i projects o
eveni thever ildings and land which yielded the income i
place. Reinvesting into these assets will not only h:lp Augmgnl the pmznnll revenues fmm these
assets but will also i /alues in
menuel from into i i il bris i flow of |

ital into these localities which now have i P facilities. This

will also cause an increase in valuations of properties within such localities, in turn attracting newer




Maximizing Non-tax Revenues: Property Assets as Revenue Sources of ULBs |

Written by Administrator
Wednesday, 10 April 2013 09:15 - Last Updated Thursday, 25 April 2013 06:07

MAXIMIZING NON-TAX REVENUES: 85
PROPERTY ASSETS AS REVENUE SOURCES OF ULBS

residential developments. Sale of unused land to external parties will result in construction of new

The Kolkata Municipal Corporation; in point, In 2008, taki the boomin

I estate seotor, the civi i lease of 5 acre plot for a whopping Rs.276.2 crores.
The success of this auction has propelled the municipal corporation to clear additional propertics in
and around the city for the purpose of sale or lease in the near to long term. The corporation intends to

Table 1 underscores the point that property assets constitute a considerable financial chunk of a
municipality's total asset base.

‘Table 1 : Property asset holdings of selected municipalities

Municipal Asset Value As & % of Total asset base
‘Corporation (Land, Bufldings & Civil Structure Class T &
m
Chen nai Rs.1,97,40,49.990 34%
Madurai. Rs.4,80,21,59,255 68%
Erode Re 133007920 0%

Source: Budgets of Municipal Corporations (2007-06)

In light of the financial po'tnunl o( this asset base, a rigorous asset management framework is
warranted in ial from will
finance other infrastructure investment needs. “Strategic asset management involves & deliberate
strategy to treat u crtain asset class, such as land and buildings, as an investment instrument whose
economic value is d, to

o service delivery, but cannot readiily be financed.” (McKellar, 2006y

Asset Mismanagement: Politics and Apathy

Property assets are yet another arca of the public sector that is ridden with several kinds of political,
institutional and management challenges which get in the way of exiracting equitable income from
these assets. Despite their financial merit, or maybe as a consequence of it, governments have not
made a notable effort to introduce policy reforms to revamp the manner in which these assets as
‘managed. While it is difficult to pinpoint an exact reason for the absence of reforms, it is fair to state
that a number of r-cwm not the least of which is the total lack of political will, have collectively
played a role in maintai Some of th llenges include budget constraints that
deter ongoing maintenance, institutional apathy in managing assets for profit, lack of management
foresight and financial perspective, and above all political interest that often supersedes public
interest. To expound upona few of these challenges:
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Take the case of lease rentals of propertes owned by local and state govemments. Although local
‘often times,
with their costs, leaving little, if any,

Tlns lxlssebl‘mze approach in mmgmg assets appears to stem from a distinct absence of a profit-
view by wndmbcofmenewmmeymatas
A b tet-oeieated goals it

e 1l outlook: of.pnhy and negligence in

themmg:mmt nf swch valugble uuhhgld in their pmmmn. Sewnd.ly, asin ull other spheres of

exracteqitable income fom these public propertis m fm, land assetsin prime localifcs aro i

warranting a concerted
misuse,
The financial ici upa number ofindi dodhuceifthe
‘Tevenues generated from land ling assets i to their financial worth or even if

the own income of an ULB will adequately cover its operating costs. Table 2 shows the income
generated and costs incurred from Land and Building asset sources, as extracted from the financial
statements of Corporation of Chennai:

Table 2 and Figure 1show that the total revenues of a municipality have increased: steadily over the
‘past five years as have the non-tax revenues. However, the income from land and building assets do
ot show a corresponding increase during the same time period. This is particularly surprising given

“Table 2 : Growth Pattern of Revenues, Income and Costs

2000-2010 | 20082000 | 20072008 | 20062007 | 20052006
Total Revenues 979.03 90060 77632 571.80 553.58
‘Non-tax revenues 12146 10745 8567 6136 6993
Inco from
Land& Bldg assets 399 385 540 383 3.9
Revenue

i wa e 197.40 187.11 s
Operating  Costs
(Land & Bldg) 1.60 504 361 2.95 261

*All amounts are represented in crores
Source: Annual Budget Statements of Chennai Corporation
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Figure 1 : Growth pattern of Revenues vs. Income
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merely a break-even proposition for the government should be a cause for concern, reflective of a

Figure 2: Income vs. Operating costs
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The Report and Recmnmmdmons of the 3* sme Finance Commission, Tamil Nadu, for the period
2007-2012,

“Many shopping complexes consiructed by Municipal bodies are kept idle for want of lesses o the
occupier refuses One of the hurdles is that where the lease
et for the shops owned by Municipal bodis are not renewed two months befors the end of the

InTrichi Corporation,  sum of Rs.7 crores is said to be pending for collection in view of the above

reasons. Henc for pr for delay and al
tolevy penalty i ice of the Commissi assets
have b in far-offpl . toeswhi

revenue.”

On the other hand, altruistic, service-delivery motives of the local ‘have not paid off to
their benefit as well. Th i i in point. C i

large, sprawling buildi take upa in prs i thebreadth of
the urban Indian city. C du

the setup of municipal corporations under the British era. The laws that governed the municipal
corporation included provisions and even directives to build such venues of community service.
Consequenty,local goverments actoss the country own a mumber of ommunity halls i various

locations of the city for the purp rent

thisse veayaes on « daily basia fora‘nomin] fos 1o hold. private fonctions or public events such ss

hibitions. Local holding
ions or issui The! uim i

over tothe lessee forthe duraton of the lease. The lessee isthen fee o rentout the property and also
assumes responsibility for the general upkeep and maintenance of the property during this period.
Governments prefer to Jeasc these propertis to cxiemal partcs rather than manage it themselyes
because they face severe labor prevent them from man
acceptable condition.

Talking to Budget oﬁm at municipalities, i u becomes apparent that t.he gavm:n(s approach
profit-making; rather it s viewed

service, in particular for certain segments of the local community which cannot afford high priced
‘private venues for their private functions, Consequently, the government even stipulates & nominal
rental value fo these vemues which camnot be exoeeded by the lessce. [ the periodic mspecnans
carried out th

in excess of that snp'\l.l.lmd by the government, the lease is cancelled without further notice and the
lessoois blacklsted. However, lhemhty is quite different atogether. Most often, the lessces devise

‘providing b:
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arrangements (chairs, tables, etc.), amenities such as stoves, gas and utensils for cooking purposes,
elesricty, wasedisposal and others. The costof thesecxrafclites addsup ickly, burdening the
public

extending this service to the public at nominal rates.

Another important aspect is that political ramifications very often subvert public interest when it
comes to policy decisions. Polificians place a huge premium on the sbility of the voting masses to

y election results. C political the votsbmklsusunllywelghad
ith i i ic opinion is not jg
i loath to it tes b of i i uxes
i : A oA :
5 years but politi ite oft is mandate. There is no centre or

independent oversight to ensure that such mandates are adhered to and it really seems up to the

It should also be noted that local governments are under tremendous strain just to deliver basic
infrastructure services - roads, bridges, and water and sewerage facilities - and as a consequence,
‘management of real estate assets falls very low on their order of priority. Growing and maximizing
these assets have never assumed overarching attention among the myriad of issues faced by local
governments. Consequently, most of these real estate assets show deplorable signs of deterioration
and gross laxity in terms of continual upkeep.

To sum up, the current state of property asset management by the public sector sems to be fraught
with deep-seated political, institutional and day-to-day issues. The

challenges are more easily addressed with the help of technology and putting in place an effective
asset. management.framevork (detailed discusions about the aspecs of effcive property
the other hand isentirely

aby-product of effectiv at the local level and P

from the centre and state. The toughest challenge by far is the creation of an enabling political
environment by weeding out systemic inconsistencies in the form of corruption, connections and
other political vested interests. However, it is not a very far-fetched possibility that such transparent
and effective institutions would arise - even the 13* Finance Commissions recognizes that large-scale
investments in infrastructure in the recent past is one of the most significant reasons behind the

increase i i Tocal bodies. urges that “land should be leveraged as a
resource by local bodies. Sale of procesds oflnd by development authorities should be shared with
least 25 percent”. Such shift ic focus toward better
ayi i il of these latent
dditionally, for ive shi i
and yield there needs tobein.
% URBAN INDIA

Adopting a good framework for mimlclpal real estate management is crucial o ensure that valuable

jently, and of the tax-paying public are safeguarded.
Municipal property makes up  formidable assetbase, as s apperent from the financial sttements of
any municipality in India. Addition to or disposal from this land asset base requires careful

For the pest few decades, real estate asset manageent as a practice has been honed to reflect a

mamnablc measure of success in the private sector. In me ‘private sector, property management is
fit-maki

. lens and the are geared
towards maximizing value for the investor. Consequently, there is & contiaual adjustment of risk
lock in higher gains from owned properties.

‘The public sector, on the other hand, exists more for the purpose of enabling social and economic
development than cesting wealth. s thresholdfo i tolerancois higher, whil s demand for a
returnis not i Also, in order i 1h
seck ways in which to improve their efficiencies; such efficiency drives are integral to asset
management as well. The public sector, on the other hand, is required to place a greater emphasis on
transparency i onder 10 cnsure sccountabiiy. However, despite thse inberent diffrencesin the

y mdced (‘brvw up a lot of lessons and success
For instance, a number of
financial models for real estate portfolio management that are used by the private sector can be
adopted inthe publicsectoras well.

‘Typical sieps that govern sound asset management practices in the private sector incorporate: (a) a
broader strategy for purchase/disposal/deployment of assets, (b) detailed procedures that help
implement the strategy, (c) a benchmarking system that completes the feedback loop essential for
measuring performance and future goal-setting. Going by the resource level decision-making

d 1 (John
JHentschel, 2007).
Sound and relevant policies, legislative and regulat i i iRk
for decision-making in any form; this hold: i true in i i ic wealth. It is

o worthwhile o note here that successflproperty managerment experiences in counries such as
China, Russia, and United Kingdom, ctc. were

‘were not amensble to reform. Secondly, d itional envis the form of d
techmology ist for any ground-level decision to ively delivered. In the absence of
uch it i identify assets or address

any other key breaks within the system. The operational environment thus facilitates access to and




Maximizing Non-tax Revenues: Property Assets as Revenue Sources of ULBs |

Written by Administrator
Wednesday, 10 April 2013 09:15 - Last Updated Thursday, 25 April 2013 06:07

MAXIMIZING NON-TAX REVENUES: 9
PROPERTY ASSETS AS REVENUE SOURCES OF ULBS

analysis of ion, which ell-desi Andlastly, the

established standards. This last step not only addresses the issue of public accountability but also
paves the way for creating improvements in existing processes and procedures in the form of
efficiency or cost reductions or adopting better strategies, etc. Taken collectively, these three

Consequently, a recommended framework for land asset management needs to be broadly modeled
around three core institutional capabilities:

legal,

Public nd it Standard-setting and

Policy Framing

body and its consituents. Hence, a thorough and clear policy fremework is rucial to provide focus
“property assets. The.

potential of increasing property related revemes of local govemments. However, from an

2 by local in. l.udm

are
Town Planning Act and Municipal Act which largely govern the acquisition and sale of Land both by
the municipal corporation and the UDA. Additionally, these acts also govern the institutional
arrangements for land use and the sharing of revenues between the municipal corporation and the
UDA. In most states, the UDA (bodics responsible for town phlmlng and development) holds
ing to land. Often, muai

taxation powers and fall under the purview of the state. Addmnm.l.ly. there exist revenue sharing
arrangements between the municipality and the UDA (bodies responsible for town planning and
dzvclopmmt) which are not always favorable to the municipality. For instance, the Gujarat Town

Pl; Municipal Cc i \hmedabad Urban
Development Authority for ts services. Given ic i of

i i i i in the face of growi iz it

imperative that land related policies are framed 5o as to enable municipalities to maximize their
income from these sources. In addition to land relned policies, the state and centre should work

together with local bodiies to lay clear gui that
are owned by local bodies. In thi i for
i i dpoli i ork:
92 URBAN INDIA
local
ight inoentives to manage these praperty assets well? For instance, what extent of the pmpetty sale
in for purposes of Are
. manage
their assets well? How can any ssset management policy be institutionalized such that there is
onsistency i How can fanasset
i goals: il i 'What i i
of 40 es¢t? Or soere & v sinet 1t erising portfolio? How cau ffectve partuesbips be
established with in the disposal or assels? be
ied opti Tease, sale, rental, et i How dowe

structure policies 5o as 1o ensure transparcncy and public accountability? How can policies be
structured such that political clout is minimized in property related decisions? What is the nature of
rogultny poliie ot will nre that pulic s ar sk compromised; can audit practices be
tailored this? it these larger questions related to the:
govemm\ceufmmm adequately add.resscd

Policy implementation

Deploying i ion of the policy is the next critical step
in ensuring that policy is efectively translated to practice. Systems that make the most operational
sense and policy impact would include:

setting up
in property asset management, to enable knowledge transfer, to explore new nvenues for
property deployment and management, to-actively involve private sector in contributing to
efficiency gainsinthe publicsector

i e bl s vcR R
putto
sdopting softwarc tools for lifecycle management of property assets (exhaustive

and izing of assets and of asset registers, establishing
financial values for the assefs, calculating depreciation rates, accounting for capital
improvements)

and th lus, ensure th:

periodic evaluation of tax rates o lease/rental rates and provision to adjust rates to reflect

‘marketrequirements
+ transparency and accountability in the form of extending access of asset databases to
MAXIMIZING NON-TAX REVENUE! 93
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policymakers, administators, civil society and the citizen; in all stages of the bidding

o tendered lease icipal property; full and fair disclosure
of all financial terms associated with rentals/leases; independent appraisals and market
‘property i ‘sl

Plug for computerized asset databases and record-keeping

“ULBs generally hold a significant amount of fixed assets in real estate. But very few local bodies
i i i i . Most ULBs
do not have a proper inventory of assets nor do they update them regularly. Ofien villages on the

periphery as the cf
‘municipal ownership” (Vaidya, 2008). There i i toaliion it
hae been able fo horoughly identify their stock of urban landholdings and maintain an inventory of

the same,

Owing to vari icipalities in India intained a very poor record of physical and
financial data on property assets. Table  illusraes how fied sssets such a land and buildings are
represented in municipal financial statements. Land as an asset is valued at Rs.4.41 crores, an amount
that includes all the land owned by the municipal corporation, namely parks, phygm\u!ds
agricultural land any

Table 3 : Fixed Asset Schedule from the 2007 Financial Statements of Chennai Corporation
Asset Type Gross Amount
Land | Rs.4.41,60,590 -
Bulding & OVl | Rs.2,44,36,54,005

Structure Class
Buildings & Civil | Rs.35,58,29,499 Rs.6,34,08,182 Rs.292421,317
Structure Class Il

AULB might have a list of all properties that make up the asset land as part of their asset registers.
However,underthe currnt accounting system, the value for land canot be futher broken down and

isters. Itis hence near impossible
(under the existing accounting records) to establish the current value of any specific asset even for
internal purposes.

This is true for the asset classification of buildings as well. Referring back to Table 3, the nct asset
value of Rs.193 crores for buildings includes a list of assets ranging from office-buildings, school-
buildings, public conveniences, bospitls, dispensaries, shopping complexes, community centers,
‘maternity and child 193 and
peg a financial value to a specific building, let alone a subset of similar buildings. Under these

itwould notbea ise to calculate if the costs incurred by a specific asset
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L in India typi intai records
their transactions. Extracting information from these manual records for any useful purpose is a
concerted exercise, not o mention the Lkelibood that the data thus deived is ighly unrelable. For

‘because of the maintenance of manual registers. A changeover from this manual methodology to a
computerized system for purposes of tax billing, payments and receipts is certain to have a positive

to maximize the revenue generating potential of the assets because they clearly lack exbaustive
information on their holdings (such as location, original cost, age of property, current value,
d:prmnhon, capital improvement needs and market value of comparable leases). In the absence of

local in no position allocate their existing revenues
fmm these sources, much less forecast revemues into the future, Decision-making becomes difficult
and asset management as an issuc falls by the wayside. However, while ICT systems hold the key to
effective delivery of policy into practice, these systems should not be geared just for intemal

‘the
public sector, it is important that ICT systems designed for this sector fulfill information

One recent cxample is the case of Brihanmumbai Municipal Corporation which was unable to
‘produce details of land lease data which was sought under the Right to Information Act (Shukla,
2010). BMC ‘was asked to provide information under the RTI Act on '.hetma.l nnmbel’ of plots in the

i However, it it
was difficult to extract the relevant information from the manual ﬁles ‘where they were maintained.
Thi ligh

‘with the local government failing o take timely action on them. The state has subsequently ordered
MG 2 b 2 % S
to track if cpired several the cityand to
the state governments.

Additionally, under the manual practice, records pertaining to buildings or land are typically
: ‘ ; ;

aot only futile, but the effort also throws up several d:mmnncts in how the asset is recorded in the
it s ultimately To explain

this further with an example, the financial statements uf: spoclﬁc corporation reported the income
from rentalflases of buiding fo the year ending 2008 to be R. 3,86 crores. A complete kit of

alues were
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sought from the corporation. Table 4 shows the rental income that was projected from all the shops
owned by the corporation. The projected income Tesults underscore the significant disconnect
between the income that is reported on the financial statements and the income that can actually be

derived from the manual records.

Table 4 : Projected income from shopping complexes on lease

Zone Shops* | Rental Value** | Months | Projected Annual Rent

1 25 2000 12 6,00,000

2 835 2000 12 2,00,40,000

3 2750 2000 12 6,60,00,000

4 64 2000 12 15,36,000

5 277 2000 12 66,48,000

6 80 2000 12 19,20,000

T 159 2000 12 38,16,000

8 723 2000 12 1,73,52,000

9 362 2000 12 86,88,000

10 369 2000 12 88,56,000
5644 13,54,56,000.00

(Al amounis are represenied in rupees)
: “4sset records of Corporation of Chenna (2009-10)

** Rental Values based on estimated minimum commercial rental values
From this table, it would seem that municipalities have not paid particular attention to the
maintenance of a clean record of physical assets, particularly given the size and scale of the other
public service delivery issues on their manifesto. For the most part, this laxity can be attributed to
capacity constraints, which is quite often the bane of most public sector operations, Capacity
constraints assume the form of lack of skilled manpower, financial resource constraints, absence of

i e T
dic pablic dottin. T
the absenca of operational controls, it hem dificult to establish accountabilty. Such systemic

mbo\lnd' e for misuse and iation and this malaise

Recent central govemnent m‘ms ‘mandating e-governance initiatives at locnl guvemmzm level
The 12*Fis Co

piotes e oo 6f e-aoveniancs sy sud pplicdions Aciums o s g o ULB

operations, The 13* Finance Commission Report takes this recommendation a step further to

emphasize that “FC grants be released to local bodies only after State Governments accept the
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technical guidance and supervision of the C&AG over maintenance of accounts and audit”. The
Ministry of Urban Development, with the assistance of C&AG and NIUA, has developed the Model

National Asset Valuation Manual for ULBs it ion of their assets.
and preparation offinancia satements. This comprehensive manual coversall aspects of municipal
assel and its level of detail i E

governance applications that are developed based on such manuals will not only be able to address

most of the issues plaguing the existing process, but the MIS reporting will also simplify decision-

making and help in the beter racking and management of assets. In additon to strengthening the
theeasc

andtighten theirland lease policy framework.

Several ULBs across the country are in various stages of adoption of the Geographical Information
System technology which enables satellite mapping of municipal areas. This mapping technology is
crucial t idenifying properties that fall outside the ambit of municipal propery tax nct, nlmeby
increasing

perspective to the management of public properties. The ability to view pwpemm based on their
geographic location helps municipal officials to make better decisions regarding acquisition or
disposition of properties. ULBs can adopt this technology not just for purposes of residential and
commercial property tax collection but also for strengthening the inventory of rental and lease
properties, Unused and unidentified municipal land is commonly subject to issues such as
encroachment. GIS mapping can address such issues by helping locate previously unidentified
buildings and unused parcels of land.

Public Performance Benchmarking

‘any process or
effectiveness and efficiency and comparing the data sgainst established standards within the similar
industry. This tool provides a detailed understanding into how well a target is performing and offers
insights into what adjns!mmm can be made to better its ﬁmlrc pcrfunmnoe ‘While the approach is

prevalent in the p its core principles hold tothe

as well, specifically in bringing about private sector-like efficiency gains in the arca of
property assct management. Additionally, such tools arerelevant in the public sctor, paticularly o
foster an of and two inter-dependent values that are

becoming integral to public service delivery.

One of the first steps in creating a performance benchmarking tool for the property assets of local
Some of KPIs for
Property assels ate Gost per square meter of property, cost per person, wmkpho: productivity,

ratios (Occupiers,

2006). Once the K i i in place key
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indicators arc measured on an ongoing basis. It should also be ensured that the data that is being
captured is of reliable quality. Once KPTs are captured over a period of time, the data can highlight
interesting facts about the property being measured. When this dats is contrasted with agreed

tandards for is over or under performing

and why. Performance based incentives can be put in place to recognize, reward and encourage the.
Zones managing properties.

To explain this further with an example: space utilizaion ratio i an indicator that will point out to

‘whethera property populated. Thi thr of interesting

tions and wil be useful or decsi i in multiple ways. Does an under populated

i that ilabili ilding or vice versa!
could be riving the over or under population ofbuildings? mhe property camot be populated, isita
disposal? Or onversely,
ratio indicate that a property is much in demand and can therefore command a higher rental or lease
value?

Th ; 4 F ccononiissmud

as the UK have adopted them even in the publi sector. In India, severa factors such as archaic

incertain ULBS, alackof

entity wid k of skil etc., hamper easy adoption of advanced

benchmuhng ‘practices into the puhhc sector. However, recommended early steps in the right

all levels of the enabling an istrati' it (such as accrual based

i tate-of-th iveto
adoption of
Indian sub-content, and a concerted follow-through on the data gathered. Follow-through would
and king as a logical next step to measuring

performance. This would mean that performance would drive: budget allocations for property
‘management, decisions regarding sale or disposal or lease of properties, incentivizing effective
e ol " s

Lessons from Successful International Cases (Peterson, 2009; McKellar, 2006)
China

China isa
oftheir land assts to finance their urban infrastructure, Recent studies reveal that Land assets have
financed at least half of the entire municipal infrastruture investment in China over the past 15 year
period (P 2009). 0 the ability

to carry out effective land asset management. China's rapid economic growth over the past 15 years

% URBAN INDIA

coupled with the government's strategy to promote urbanization a5 a means of ensuring economic
growth drove urban property values upward during this period. These growing property values
spurred the demand for urban land and consequently, also increased the market value of all the land
assets owned by local Secondly, Chinese traditionally owned

stituti

tolocal who were ights of land use.
to private users through lcasing arrangements. The revenues generated from these leases were
divested into urban lnﬁ'am'ubture investments, as part of a deliberate national and local government

strategy assetsin flocal
ive use. Thus one form of ilized land) in the
another, i (bridges, roads, water, eff

-
that between 1990 and 2002, the sale of land-use rights alone yielded Shanghai $12.1 billion which
was entirely directed to investments in water, roads, and wastewater systems to strengthen urban
‘growth (McKellar, 2006).

and was mired in corruption and political connections. However, in 2002, the central government
suspended the practice of closed-door negotiations and mandated that the leasing is donc in a more
transparent, public platform, in the form of a formal competitive bidding process. This has further
bolstered the growth of infrastructure in China, while strengthening the fiscal situation of local
governments.

Cairo, Egypt
Egypt launched a Public Asset Management Initiative in 2004, managed by the Ministry of

Investment (Peteson, 2009). This program sought to take stock of all assets held in the portfolios of
different ministries and assess their economic role in helping the ministry perform its core functions.

and sale was required to be conducted in a transparent manner, via public auctions, Under this
program, the Mlmsrry o!Ho\mng,Unlmes mmm])mlopmmmelmmdm sale inMay 2007

of for
East Cairo. These par ldto land it Us ...AA b
Saudi Arabia and were ible for all internal i ‘The Ministry in

tumn divested the proceeds from the sale of almost $3,12 billion into infrastructure investment,

Istanbul, Turkey

Difficulties in managing its municipal debt impelled state and municipal governments in Turkey to
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view their property resources as a means of infrastructure financing. The government undertook
concerted efforts to identify excess asset holdings; the income obtained the strategic disposal or
reallocation of these assets helped reduce municipal borrowing, strengthen its credit rating, while
generating enough surplus that could be divested into transportation and other infrastructure
inves 1

United States, Australia, United Kingdom

Among developed countics, the above countries take the lead in recognizing the importance of
visble talllevels of the, ‘While asset

wstill discili i bl
in their readiness to adopting innovative and entrepreneurial solutions to managing public sector
assets. The United Kingdom in particular throws up several approaches and best practices to
tmeting he Eighos peioesune o of prpetios el . S el st Goyesamet

‘with newer’ T

sought to maximi: portfolio of

The lessons than can be learned from these experiences are quite varied. While these experiences
underscore the premise that strategic management of property assets will help maximize their
economic potential, they also feed into the asset management framework outlined earlier in several

facilitate strategic disposal of excess asses. The China example serves as a model for the role of
sppropriate policy interventions in spurring the productivity of stati assets held by governments.
United Kingdom offe I in assets;
benchmarking of public assets is high on the list of
pracices closely misror those adopted in the rivato sector Almost il of ﬂmw experiences also

Thisi i i i i buoyant
form of municipal revenue generation. It il cerainly generate recurring revenues for the local
taxes, However, once the lease or sale

are exhausted, the ability to generate additional revenues will reduce and governments will have to
explore alternative revenue streams to fund their expenses. However, in Indis, municipal and state
owned properties remain an untapped resource among ULB; with strategic management, they can

Conclusions.

Asa first step in achievi the core ions of this paper, it is imperative that the
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The objecti the
Tegal and regulatory environment by plugging any institutional loopholes that allow for political
capture and mismanagement of public properties. Secondly, a panel of experts should be set up to
review the entire gamut of existing asset management practices, procedures and draft a
comprehensive asset management plan that will serve as a handbook for property asset related
decision-making purposcs. These guidelines should be disseminated across all govemment
departments which should also be actively encouraged to develop a thorough understanding of all
assets under their management and make decisions regarding these assets in keeping with their
relevance to the department's overall mission. Bureaucrats and public officials should receive
adequate training i § sound principles, especially in measuring the
performance of assets that they own. A detailed and consistent approach to managing public
properties will i i i ill p y for

The author wishes to acknowledge the valuable comments from Dr. Jessica Seddon, ex-Director;
Centre for Development Finance.
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