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Advance Praise

A steady stream of revenue is essential for good urban management to facilitate 

urban development, which, in turn, can generate more revenues for the city. 

�is book addresses this important issue by focusing on development charges—

an important yet often overlooked local public �nance tool. Professor Mathur 

provides an empirically grounded and balanced view of development charges 

and explains their signi�cance for the larger ecosystem of municipal �nance. An 

essential reading for both scholars and practitioners searching for innovative ways 

to generate new revenue for better urban management.

 Bish Sanyal, Ford International Professor of Urban Development and  

Planning, MIT

�is is a splendid e�ort by Shishir Mathur, putting together the theory, empirical 

evidence, and cases related to levying development charges in India, where 

municipal �nances remain weak. �e case for and emphasis on development 

charges initiated by the book is much appreciated to avoid an overemphasis on 

the property tax, to which there is resistance. Making reasonable assumptions and 

hypothetical estimations, the book compares revenues from development charges 

generated by Indian cities with US cities. It presents various forms of development 

charges, innovatively considering the legal practicalities of cities in India and the 

US, and provides suggestions for their implementation. I highly recommend 

this book to scholars, practitioners, and policymakers in India, the US, and other 

countries where local government �nances are weak.

 Kala S. Sridhar, Professor and Head, Centre for Research in Urban A�airs, 

Institute for Social and Economic Change

Mathur’s Development Charges: Funding Urban Infrastructure in India and the 

Global South is a re�exive, relevant, and rich contribution to the literature on  

land-based �nancing, an underutilized and misunderstood approach to fund urban 

development. �e book emerges from a practitioner’s re�ection on the limitations 

of planning practices that are divorced from �nancing considerations. Mathur’s 

book comes at a time of heightened global and local awareness that a planet of 

cities cannot be sustainable or equitable if cities do not have tools to harness own-

source revenues. It is also a text rich in detail and very accessible explanations 

of how development charges work, and its comparative analysis is strategic, as it 

inspires localities to use the tool more e�ectively.

 Enrique Silva, Vice-President of Programs, Lincoln Institute of Land Policy
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Development Charges

Development Charges uses the two key �ndings of the extant literature—the need 

to empower urban local governments and to employ a variety of local revenue 

sources—to advance the �eld of local government �nance by studying an 

important fee-based revenue source: development charges. It begins by situating 

development charges in the larger ecosystem of local public �nance and identifying 

factors to be considered while designing and implementing a development charge 

program. Next, it reviews the use of development charges globally, especially in 

Australia, South Africa, and the US. After that, through a comparative analysis 

of development charge programs in India and the US, and simulations, the book 

shows how development charges are inadequate for urban India’s and the Global 

South’s infrastructure needs. Finally, it suggests ways to levy development charges 

that are legally sound, transparent, equitable, and politically and administratively 

feasible while providing a robust revenue stream.

Shishir Mathur is a professor of urban and regional planning at San Jose State 

University. An expert on municipal infrastructure �nance and urbanization, he 

has authored Innovation in Public Transport Finance: Property Value Capture (2014) 

and co-authored Understanding India's New Approach to Spatial Planning and 

Development: A Salient Shift (2017).
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Urban �nance is becoming one of the most important issues in international 
development. �e globally negotiated Agenda 2030 commits the international 
community to realizing an ambitious set of Sustainable Development Goals 
(SDGs) around the world in less than a decade. If this is to occur or even to make 
credible progress, countries and their constituent subnational governments will 
need to work in new ways and with new partners, and they must e�ectively use all 
the governance, �scal, and managerial mechanisms at their disposal and develop 
new ones. Finding and properly targeting the resources to take on this ambitious 
agenda is a particular challenge. 

�e UN Secretary General’s Synthesis Report on the SDGs states that “many 
of the investments to achieve the sustainable development goals will take place 
at the subnational level and be led by local authorities” (UN General Assembly 
2014, 22, para. 94).�e High-Level Panel on the Post-2015 Agenda claims that 
“cities are where the battle for sustainable development will be won or lost” (UN 
2013, 17). �e call for action in the New Urban Agenda (Habitat III) points 
to the need for particular attention to “addressing the unique and emerging 
urban development challenges facing all countries, in particular developing 
countries” (UN-HABITAT 2017, 9, para. 19). �e Addis Ababa Action Agenda 
on Financing for Development highlights the subnational role in �nancing 
sustainable development and commits to scaling up international cooperation to 
support local and regional governments (UNDESA 2015). 

�e growing recognition of the role of subnational governments in 
sustainable development is occurring in part because of the rise of decentralization 
in many countries around the world. High-income countries—and increasingly 
low and middle-income countries—expect subnational governments to 
perform an expanding range of public functions. In a large global sample, 
subnational governments in high-income countries on average accounted in 
2020 for 28 percent of total public spending (nearly 14 percent of GDP). Fiscal 
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xiv foreword

decentralization is more recent and uneven in many middle- and low-income 
countries, so subnational spending is typically less signi�cant (except in a group 
of large or federal countries), on average 11 percent of public spending (around 
2 percent of GDP) in the latter group. �e di�erence in the role of subnational 
governments in public investment is similarly unbalanced—44 percent of total 
public investment in high-income countries compared to 18 percent in low-
income countries (OECD and UCLG 2022).

Subnational governments in developing countries will likely be expected to 
help �ll signi�cant and growing gaps in the delivery of public services and basic 
infrastructure. �e rising urgency of the climate change agenda and the wake-
up call the world received from the COVID-19 pandemic have reinforced and 
heightened the need to secure funds to do this in a way that also supports other 
priority goals, such as more inclusive governance and equitable development. 

All subnational governments can help advance sustainable development, 
but urban governments are especially prominent. Cities in many countries are 
important drivers of economic growth—urban areas often generate a quarter or 
more of gross domestic product (GDP) not only in high-income countries but 
also in middle- and low-income countries. Over half of the global population is 
already urban, and with relentless urbanization, the share of the urban population 
is expected to approach 85 percent in industrialized and 64 percent in developing 
countries by 2050 (UNDESA 2018).2 �e urban record in creating employment, 
delivering public services, and promoting sustainability, however, is uneven, and 
developing countries encounter particularly severe obstacles on these fronts, 
substantially due to resource and capacity constraints. 

Despite the broad global recognition of the subnational dimension of 
sustainable development, the speci�c roles that subnational governments can and 
should play and the capacities and resources they require do not always receive the 
consideration from researchers and policymakers that they merit. If subnational 
governments are to exploit their potential developmental role, countries require 
adequately robust intergovernmental frameworks and policies that empower, 
�nance, motivate, and support both subnational governments and their citizens. 
Many existing systems, even in some high-income countries, su�er from various 
de�ciencies or need updating, and capacity de�cits can be large, especially in low-
income countries. Particularly prominent are limitations on the revenue side. 
Subnational governments may have responsibility for a signi�cant portfolio of 
functions, but these are in e�ect unfunded mandates due to inadequate provision 
for and/or problematic policy design of own-source revenues, intergovernmental 
�scal transfers, and development �nance mechanisms.

�ere is a well-accepted set of principles to guide �scal decentralization, and 
many countries, both industrialized and developing, generally follow them in a 
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broad way. On the revenue side (the focus of this volume) central governments 
typically assign to subnational governments revenue bases that, for example, 
are relatively immobile, do not compete seriously with central tax bases, and 
do not demand high administrative burdens. Such revenues tend to be visible 
to local businesses and residents, who are typically able to see the local public 
service bene�ts associated with paying them. Common subnational sources 
include property tax, user charges, various licenses and fees, and, in some cases at 
intermediate tiers or in urban governments, motor vehicle revenues and limited 
business or sales taxes. 

Although common subnational own-source revenues are rarely controversial, 
it is fair to say that particularly in many middle- and low-income countries, central 
governments err on the conservative side and assign fewer revenue sources to 
subnational governments than could be justi�ed by basic public �nance principles. 
�e revenue sources assigned to subnational governments are also commonly 
subject to excessive central regulation and control that limit their productivity. In 
addition, the extent to which allowable subnational revenues are used in practice 
varies considerably. In some cases, legally decentralized revenues have not been fully 
implemented because of obstacles (both intentional and unintentional) generated 
by central government behavior, and individual subnational governments may not 
use sources assigned to them if intergovernmental �scal transfers substitute for 
rather than augment local revenues.

A well-recognized reality in �scal decentralization is that subnational 
governments are often in a superior conceptual position to provide a signi�cant 
range of public services, but central governments invariably have a substantial 
public revenue generation advantage. �is imbalance results in subnational 
governments commonly being dependent on intergovernmental �scal transfers 
from national revenue sources to meet their responsibilities, but it can have the 
advantage of consolidating revenue administration and reducing overall costs. It 
also enables the central government to pursue policies to fund subnational services 
that have a broader national bene�t and to redistribute resources to subnational 
governments without the �scal capacity to raise adequate funds from the own-
source revenues that they are legally empowered to use. At the same time, there 
are limits on the volume of national resources that can be shared with subnational 
governments, and it is particularly dicult to use transfers to cover the enormous 
subnational investment needs in cities.

�e limits of �scal transfers to support subnational public investment 
points to the desirability of subnational borrowing, but this is also restricted in 
developing countries. Access to loans from the capital markets is widespread in 
high-income countries, but in middle- and low-income countries this is at best 
an option for a limited number of creditworthy cities and regional governments. 
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�ere are also weaknesses with national frameworks for subnational borrowing 
and �scal responsibility, although these are being constructively revised in more 
countries. Where direct access to capital markets is not feasible, quasi-public 
�nancial intermediaries, such as municipal development banks and funds, have 
been used. Such entities have experienced challenges associated with their design 
and operations, but several countries use them e�ectively, and in some large federal 
countries, including India, �nancial intermediaries for third-tier governments 
have been set up at the state level. �e bottom line, however, is that insucient 
�scal empowerment of subnational governments, particularly access to adequate 
own-source revenues, limits the attractiveness of subnational governments to 
market-based lenders.

Considered in the context of this intergovernmental �scal background and 
the challenges subnational governments face in generating revenues to meet the 
growing demands placed on them, this volume makes an important contribution 
to how �scal decentralization policymakers and urban planners could be thinking 
about enhancing much-needed urban �nance. Some of the most challenging and 
contentious debates in the �eld of �scal decentralization are focused on how to 
improve the ability of subnational—and particularly urban—governments to 
raise additional revenues that give them greater control over the volume of funds 
they can yield, which also serves the purpose of reducing pressure on central 
government budgets.  

Development charges are one type of a broader class of related instruments 
that fall under the rubric of land value capture, a growing �eld in subnational 
government �nance. �is class of �nance instruments is becoming more prominent 
not only because of the additionality that they can bring to infrastructure �nance 
but also for the speci�c contribution they can make to supporting climate change 
goals. �e funds that development charges generate can appropriately and fairly 
be used to help secure much-needed loans to increase an urban government’s 
capacity to invest in �lling the above-noted major gaps in infrastructure as well as 
to enhance environmental action. 

�is volume by Shishir Mathur provides a useful and comprehensive 
background on development charges—their conceptual basis, how they �t into 
the larger intergovernmental �scal system, how they are variably designed and 
used in practice, the types of challenges their design and implementation can 
encounter, and the impacts (positive and negative, intended and unintended) their 
use can generate. �ere is careful attention to the factors that in�uence design 
and implementation, and the coverage of global experience; and the discussion 
of selected detailed cases o�er more nuance and insight into the process of 
conceptualizing and using development charges in speci�c contexts. �e treatment 
of how di�erent states in India have used development charges provides a deeper 
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analysis of the diverse experience of a particular country and its drivers, but it also 
o�ers several broadly applicable ideas for policy reforms. 

�e chapter on recommendations provides useful, generalizable guidance on 
how policymakers should approach the framing and application of development 
charges. �ere will be questions regarding which measures are most important 
and their desired sequencing in particular cases, but the discussion of speci�c 
experiences o�ers insights into this. �e volume concludes by suggesting areas for 
future research, which should inspire other researchers and practitioners to build 
on the contributions of this timely volume to our knowledge of an important but 
unevenly used urban development �nance tool.

Paul Smoke
Professor of Public Finance and Planning

Robert F. Wagner Graduate School of Public Service
New York University

Notes

1.  Note that the reported data re�ect less severe discrepancies than earlier rounds of 
this analysis, most likely due to the e�ects of the COVID-19 pandemic.

2. �is is the most recent version of this periodic report.
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Four key realizations prompted me to write this book. First, my lived experiences 
in two countries—India and the United States—that are very di�erent from an 
urban development perspective prompted me to think deeper about the reasons for 
the di�erences in these countries’ quality of urban development. Having worked 
as a planner in India before I came to the United States, I knew that planning 
schools in both countries provide similar technical planning training. �erefore, 
the di�erences should lie elsewhere. Upon further re�ection in the ensuing years, 
and as I conducted further comparative scholarly research in the �eld of public 
�nance, I realized that a major di�erence lies in the amount of own-source urban 
development revenues at the disposal of local governments in the two countries. 
While the local governments in the United States have access to an extensive suite 
of local revenue sources such as property and sales taxes, development charges, 
and a well-functioning municipal bond market, local governments in India (and, 
for that matter, across the Global South) rely heavily on state and federal grants. 
Essentially, while I was planning neighborhoods and cities in India, many of my 
plans were not implemented due to a lack of funds. 

Second, while researching local �nance tools, I realized that these tools 
often have secondary unintended negative consequences. For example, while 
development charges can be set at a high enough rate to fund a large proportion 
of infrastructure/service needs, these high rates can negatively impact housing 
a�ordability. �erefore, equity should be considered while designing and 
implementing these �nancing tools, especially in developing countries, where the 
poor have disproportionately borne the brunt of centuries of political, religious, 
social, and economic suppression. 

�ird, just because a tool exists in a local government’s toolkit does not mean 
it is being used properly. Development charges are a prime example. While most 
Indian cities use the charges, the revenue is extremely inadequate to meet the 
cities’ infrastructure/service needs. Furthermore, there is little consideration for 
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equity, accountability, and transparency in the design and implementation of these 
charges. 

Finally, whereas signi�cant research based in the US, and to some extent 
Australia and the UK, has been published in the last two to three decades, little 
is known about the use of these charges elsewhere, especially in developing 
countries. �is lack of knowledge is concerning given the heightened interest by 
multilateral agencies such as the World Bank, the United Nations, and national 
governments in promoting market- and land-based �nancing tools in developing 
countries. Hence, there is a signi�cant opportunity for intra- and inter-country 
learning on local �nancing tools. Whereas property taxes and the sale of land 
and development rights have received some scholarly attention, others, such as 
development charges, have not. 

�is book would not have been possible without the help of many groups of 
professionals who provided critical urban development cost-related information. 
�ese groups include planners and engineers at the Rajasthan State Industrial 
Development and Investment Corporation Limited (RIICO) and the Jaipur 
Development Authority ( JDA). A special thanks to Sanjay Waghmare (RIICO) 
and Yogesh Mathur ( JDA). I am also grateful to fellow architects who graduated 
from the National Institute of Technology, Tiruchirappalli, for providing up-to-
date information on the cost of constructing amenities such as schools and parks. 

I would also like to thank San Jose State University for funding this work by 
granting me a sabbatical and a summer fellowship to research for and write the 
book. 

I am extremely grateful to my late father, Hemendra Shanker Mathur. In a 
�ve-decade-long career he served as a public sector urban planner and consultant, 
including a long stint as the head of the state-level town planning department 
for Rajasthan, India. I fondly remember our long conversations on the intricacies 
of urban development, the value planning generates, and how everything is 
connected to everything else in the �eld of urban development. �e conversations 
were enriching both on the conceptual-philosophical and at the pragmatic, 
planning-practitioner levels. Moreover, his ability to translate normative principles 
to actionable strategies always amazed me. How I wish he still would be with us 
and read this book.

Finally, a special thanks to my mother, Mridula; wife, Richa; and two sons, 
Tanmay and Anay, for a supportive, caring environment that provided the time 
and mental energy to write the book.

Any errors of fact or interpretation are solely my responsibility.
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ALS   advanced life support
AMRUT   Atal Mission for Rejuvenation and Urban 

Transformation
ATP  ability-to-pay
BART  Bay Area Rapid Transit District 
BPL  below poverty line
BTP   bene�ciary-to-pay 
CA   California
CBSE   Central Board of Secondary Education
CIL   community infrastructure levy 
CIP   capital improvement plan
CMA  Chennai Metropolitan Area
CMDA  Chennai Metropolitan Development Authority
DAs  development authorities 
DCOP  Development Charges and O�set Plan 
ERU  equivalent residential unit 
EWS  economically weaker section
FAR  �oor area ratio
FL   Florida
FSI   Floor Space Index 
FY   �nancial year
GAICs  Growth Areas Infrastructure Contributions 
GDP  gross domestic product
GMA  Growth Management Act
GoI   Government of India 
GPD  gallons per day
GSF  gross square foot
GST  goods and service tax
GTPUD Rules  Gujarat Town Planning and Urban Development 

Rules 
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xxii abbreviations

HPEC   High-Powered Expert Committee 
I&A   Infrastructure and Amenities 
ICOP  Infrastructure Charging O�set Plan
IDC  infrastructure development charges
IFF   Infrastructure Funding Framework
IMF  International Monetary Fund 
INR  Indian rupee
ITE   Institute of Transportation Engineers
JDA  Jaipur Development Authority
JnNURM  Jawaharlal Nehru National Urban Renewal Mission 
LCSD  Lee County School District
LOS  level of service
LUPA  Land Use Planning Act
LVC  land value capture
MCGM   Municipal Corporation of Greater Mumbai
MFMA  Municipal Financial Management Act
MFPFA  Municipal Fiscal Powers and Functions Amendment
MMRDA   Mumbai Metropolitan Region Development 

Authority
NAHB  National Association of Home Builders
NSW  New South Wales
NUA  New Urban Agenda
OECD   Organisation for Economic Co-operation and 

Development 
O&M  operations and maintenance
PDAs  Priority Development Areas
PIAs  Priority Infrastructure Areas 
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PTP  polluter-to-pay
PWD  Public Works Department
QOL  quality of life 
RFP  request for proposal
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