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Purpose of this guide

promoters, and property developers), and 
they require sizable investments, particu-
larly in infrastructure, land acquisition and 
purchasing, and construction.

There is an extensive academic and pro-
fessional knowledge base of economics, 
urban planning, and, in particular, public 
finance, real estate, financial markets, 
and social housing. However, there is con-
siderably less knowledge of the financial 
dimensions of urban planning. This doc-
ument is the result of a process of reflec-
tion on the need to establish a baseline 
level of knowledge of these dimensions 
necessary to generate successful PCEs/
PCIs.

Urban planning gives rise to projects all 
over the world of very different scales 

UN-Habitat, the United Nations agency 
mandated by the General Assembly to 
promote socially and environmentally sus-
tainable towns and cities, has designed 
dual methodologies for urban planning 
for growing cities and governments 
around the world. These approaches are 
called planned city extension (PCE) and 
planned city infill (PCI), and serve as an 
alternative to unplanned and chaotic ur-
ban expansion.

UN-Habitat’s PCE and PCI methodolo-
gies take an integrated approach to the 
drafting and subsequent implementation 
of plans for cities and are based on three 
complementary pillars: urban planning 
and design, regulatory framework, and 
urban finance. They recognize that for 
urban planning to be implemented suc-
cessfully, it is necessary to analyse the pre-
vailing regulatory framework and to accu-
rately assess the plans’ feasibility from the 
standpoint of both the private and public 
sectors. 

Developing a realistic and implementa-
ble financial plan is increasingly crucial 
to the successful development of a PCE/
PCI, as these urban plans have long lead 
times involving multiple actors (e.g., pub-
lic administrators, private and public land 

and within entirely different regulatory 
frameworks—from small, rural municipal-
ities to large, urban municipalities; from 
overall planning that encompasses an 
entire town to executive urban planning 
with a narrow scope; from consolidat-
ed, developed urban land (PCI) to urban 
growth sectors in extension (PCE). Thus, 
this document is not intended to consti-
tute a one-size-fits-all template applicable 
to any PCE/PCI. On the contrary, it aims 
to build an argument for the analysis of 
the financial feasibility of urban planning. 
It addresses fundamental issues such as 
the different components of plan imple-
mentation, a clear definition of “who’s 
who” in this development process, the 
impact supply and demand behaviour can 
have on this analysis, the financial cost 
and cost of capital, and the phase plan 

UN-Habitat’s PCE and PCI methodologies 
take an integrated approach to the drafting 
and subsequent implementation of plans for 
cities and are based on three complementary 
pillars: urban planning and design, regulatory 
framework, and urban finance.
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for development as a key variable for de-
cision-making. Therefore, this work aims 
to teach how to think through the finan-
cial aspects of urban planning, and how 
to adapt the analysis to the enormous 
diversity of circumstances in which urban 
plans are developed and implemented. 
Obviously, the line of argument proposed 
by this guidebook could be tailored into a 
richer or more simplified analysis accord-
ing to the magnitude and scale of the 
project.

When addressing the financial dimensions 
of a PCE/PCI, it is crucial to consider the 
plan’s feasibility from two different per-
spectives: that of the private sector and 
that of the public sector. A private sector 
feasibility assessment considers the ability 
of a given territory (each of the urban ar-
eas containing a PCE/PCI) to successfully 
balance the costs and benefits incurred—
including the future income that may 
function as a return on investment—and 
to gauge the extent to which this invest-
ment project is attractive to a given devel-
oper. Thus, assessing financial feasibility 
focuses attention of potential developers 
on the proposed investment during the 
process of urban development and broad-
ens its analysis to include all phases of the 
urban plan’s implementation.1

1	  Urban Planning and Regional Planning Working 
Group of the General Council of Economists, “Necessary and 
Important Economic Reflection on Urban Planning and Land 
Use,” Encuentros Multidisciplinares, issue 50. Available from 
http://www.encuentros-multidisciplinares.org/revista-50/in-
dice_50_2015.htm. 

In contrast, public sector financial feasibil-
ity concerns public administration’s role in 
the plan being assessed, particularly the 
impact of government’s actions on public 
finances, both in terms of the investment 
undertaken and the future maintenance 
of infrastructure and the provision of ur-
ban amenities (e.g., street cleaning, main-
tenance and management of facilities, 
waste collection, and urban park main-
tenance). Thus, public sector financial 
feasibility refers to the degree of budget-
ary balance or imbalance that the costs 
of administering the plan may impose 
on public budgets once implemented. It 
takes into account any potential income 
(mainly tax revenue), as well as govern-
ment’s ability to assume the capital invest-
ment plan. In short, the relevant level of 
government—e.g., local government, su-
pra-regional administration, state govern-
ment—must assess its ability to assume 
the investments called for by the PCE/PCI, 
and must determine whether it can sus-
tain the newly constructed city once it is 
fully operational.2

Often, the public sector activities entail 
transforming agricultural land into an 
urban environment with urban infrastruc-
ture (e.g., transportation, water, energy, 
communications, and sewage). It is also 

2	 M. Morell, Nous Reptes Econòmics i Financers per a la 
Planificació Urbanística, IERM Papers Journal, Regió Metropoli-
tana de Barcelona Territori - Estratègies – Planejament, no. 57, 
2014, pp. 97–104. Available from http://www.iermb.uab.es/
htm/descargaBinaria.asp?idRevArt=385. 

important to incorporate the costs of this 
infrastructure into the building phase and 
the revenue the final products can gen-
erate because the costs of developing 
land and the setting of urban land pric-
es must be compatible with the costs of 
construction and the final prices paid by 
the market.

If an urban plan is implemented by a 
public entity, it is because society de-
mands modern infrastructure as well 
as schools, hospitals, homes, factories, 
shops, etc. Thus, the plan implementa-
tion process must ensure that the prices 
of various real estate assets such as these 
are in line with the demand for these 
products, and are sufficient to finance 
the costs of infrastructure provision and 
real estate development.

In short, we evaluate a PCE/PCI’s capaci-
ty to attain financial self-sufficiency con-
sidering its cost and the potential future 
income derived from the operation and/
or sale of assets acquired as part of the 
PCE/PCI.

It should be noted that plan implemen-
tation occurs in the context of a wide 
array of cultures and legal frameworks. 
The analysis of private and public sector 
feasibility explained in this document is 
not tailored to any specific legal frame-
work, nor any particular distribution of 
costs among public and private entities, 
nor any specific framework regarding 
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