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T

he monsoon is finally well established across
most parts of the country except Rajasthan.
That has ended one major routinely recurring
uncertainty of our nation. The India Met Department
has forecast weaker monsoon in July and August, but
the sowing in most part of the country is already over
and timely rains in June should ensure that all will be well on the food grain
front.
In recent times we have been witnessing a spurt in articles on urbanisation
and diminishing rural urban boundaries in various economic journals. Our
advice to these intelligent economists is to move out of their air conditioned
institutions in Delhi and Mumbai, go deep into rural India, do some true to
ground research, talk to these simple folks, understand their aspirations, life
styles, problems and travails and then start writing their findings based on
ground realities of rural India. This will ensure that economic research papers
become useful for developing workable solutions.
In semi-urban or small town India also there is a need of serious economic
research. This brings to our mind the current facts about economics of
Municipal Solid Waste (MSW). There is a lot of enthusiasm about the MSW
transforming itself from being a cost centre to the local self governing bodies
to becoming a revenue resource. Presently the cost per tonne of collection
and disposal of MSW varies from 5% to 25% of the annual budget of the
municipal bodies depending on the efficacy of their command and control
system. However this does not take in to account the environmental costs and
the costs of land for landfills. Many questions need to be addressed by the
decision takers. Will Biomethanation be more effective for a particular location
than land fill? Will pyrolysis be the correct technology? Should the traditional
system of rag pickers be better organised to ensure recycling together with
increased efficiency of collection and segregation of waste? Should the Polluter
Pays Principle be applied to domestic waste to reduce waste generation and
increase cost efficiency? Above all what is the actual cost of waste collection
and disposal including its health and environmental costs?
The “Environmental Kuznet Curve” indicates that the with the increase in
per capita GDP, the environmental pollution also increases up to a point after
which the emissions decline with per capita increase in GDP. It is a matter of
research on how and by what socioeconomic means can we shift this point
towards our existing GDP in a specific municipality. Additionally recycling can
generate jobs and reusable products. Mumbai is a good example of how over
30,000 rag pickers have initiated manufacture of recycled usable items through
nearly 400 small enterprises.
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In a nut shell we feel that there is a strong case for municipality based
research on economics of solid waste. It is no longer a problem of
how to eliminate waste. It is a subject of research which must come
out with findings ranging from policy initiatives, management practices
and developing cost efficient models. We in MEDC are of the view that
Maharashtra should lead the nation in this initiative by carrying out
an in depth research in each municipality and by arriving at workable
solutions in the form of policy and management doctrines in respect of
command, control and cost of solid waste management. It will not only
be an economic growth and employment oriented initiative, but will also
contribute in reduction in global warming.
In the coming few months, MEDC has a busy calendar, starting with
the MSME Conference scheduled to be held on 2nd September. I am
pleased to inform to members that we are arranging B2B get together
for MSME desirous of doing joint ventures with American Companies
in October this year. This will give an opportunity to domestic MSMEs
in keeping with the ‘Make in India’ policy. The Maha-Infra Summit in
partnership with the government of Maharashtra as usual will follow
in November, wherein new avenues to opportunities in infrastructure
development will open up not only to the domestic developers, but also
to global infrastructure investors and developers.
This issue is publishing the speeches made during the “Gadgil Memorial”
lecture. The Hon. Chief Minister of Maharashtra surpassed all expectations
by addressing every issue that was flagged for him to address on the
subject of “The Road Map for The Future of Maharashtra’s Economy.”
I am certain that the contents of his speech will be a use full guide line
for one and all.

Editorial Advisor :
Dr. Prakash Hebalkar, President, ProﬁTech
MEDC Response :
Mr. Suresh A. Ghorpade - Dy. Gen. Manager
Ms. Sarabjit Kaur Hunjan - Jr. Economist
Address :
MEDC Research Centre, 3rd ﬂoor, Y.B. Chavan Centre,
Nariman Point, Mumbai - 400 021.
Tel. : 2284 2206/09 ; Fax : 2284 6288
email : medc@medcindia.com

Maharashtra Economic Development Council, Monthly Economic Digest

Cdr. Dipak Naik
President

July 2015

53

Edit Page

Draft Housing Policy - IV

I

n the past three months we
wrote about the draft state
housing policy and our views on
the same. In this issue we shall deal
with that part of the draft housing
policy, which was introduced with
great haste quite mysteriously.

to why select people were invited for
select meetings to revise the report,
we received no answers. We know for
sure that even the chief minister who
attended the Nagpur conference was
not aware of the Khandala meet of
select people.

The discussion on the draft housing
policy started with great fan fare at
Nagpur and most concerned people
were invited there by YASHADA.
The author was also present. Those
assembled were asked to choose
from various topics in which they
would like to give their inputs. There
were several of us who had inputs
for almost every topic, but we had
to restrict ourselves to those which
we could make points immediately.
Some of us shuttled between
groups in order to keep pace with
the discussions and also with the
proposed recommendations.

The April 5 report did not mention any
proposed changes to the Maharashtra
Rent Act. However on April 15th
when the draft was finalized, a
chapter recommending amendments
to the Mahrashtra Rent Act was
introduced. Its surprising that no
meeting were held between the April
5th and April 15th. However the
additions were included in the draft
which was printed and circulated.
The broad recommendations to
the Maharashtra rent control act
were as follows: 1) All tenanted
residential premises larger than 860
sq feet would be taken out of the
purview of the rent act. This meant
tenancies occupying more than 860
sq feet will have to pay the market
rate to the landlord. In the event of
the tenant being unable to pay such
rents, eviction was imminent. 2) All
commercial premises larger than 500
sq feet would also suffer the same
fate i.e taken out of the purview of
protection of the Rent Act and will
have to pay the commercial market
rate as rent. 3) In the event of a tenant
finding it difficult to pay the market
rents he could pay a rent equivalent

After the conference a draft report
was prepared and circulated. There
were follow up meetings and revised
draft report was circulated. One of
such revised draft reports on the
State housing policy was circulated
on April the 5th. I must mention
here that before this report was
made a meeting was held in Khandala
where very few select persons were
invited. The author was not one of
those who received information for
the Khandala meet. When we choose
to inquire with the powers that be as
4
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to 1/3rd of his income, if such
amount is less than the market rent.
4) All such building where such larger
premises are located would be taken
out of the purview of the MHADA
Act when it comes to repairing of the
building. This point was introduced
because it was thought that if the
tenant paid the market rent then
the landlord would have enough
money to repair the building and
hence would not require the help
of MAHDA or the funds from the
Government for that purpose. The
immediate repercussions of the
recommendations, if implemented
would be the following; a ) Over
half a million people occupying
such larger premises would be
vacated or would have to give up
their tenancy. For example If a
tenant living at Hindu Colony, Parsi
Colony or Shivaji Park presently
pays a 1000 Rs rent under the new
dispensation he could be forced to
pay Rs 2 Lakhs and above per month.
It would not only be exorbitant but
also unaffordable. Moreover he
would have to disclose the details
of his income to his landlord, who
would be then be well within his
means to challenge the income
causing innumerable litigation. b)
The commercial premises larger
than 500 sq feet generally comprise
of chemist shops, restaurants, hair
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cutting saloons, book shops, stores,
art shops, supermarkets etc. the Mom
and Pop shops run by those selling
food grains and perishable items
would also be adversely affected. If
they agree to pay the high rents and
transfer the burden to the consumer,
the inflation rates would go up steeply.
If they do not transfer the increase
then they would go out of business.
In either case these commercial
establishments would have to shut
shop and imagine a south Mumbai
with all the restaurants closing down!
It is difficult to imagine what would
happen to the office goers who
travel for hours and grab a bite at
lunchtime at these establishments.
All the services that these tenanted
premises presently offer the citizens
would not be available. c) There
would be innumerable litigations
and eviction petitions and suddenly
the legal system will be put under
further pressure. d) The property
owners association has challenged
the present rent control act and the
matter is pending before a 9 judge
bench of the Supreme Court. In this
petition the government has argued
time and again that pugree is being
taken by the landlords and hence
there is no justification for increasing
the rents. If these amendments are
enacted then the Supreme Court
is likely to strike down the rent act
itself and millions of tenants would
be without protection and hence be
evicted. e) The amendment to the
MHADA act in the year 1986 when
chapter 8A was introduced makes it
mandatory for MHADA to acquire
a property if 70% of the Tenants
opt to apply for such acquisition
by forming a proposed cooperative
housing society for the purpose. With

the larger premises being taken out
of the purview of rent control and
buildings with such large premises
being taken our of the MHADA
Act , the challenge to chapter 8A
by the property owners association
will obviously find favor with the
Supreme Court. The Government
had earlier argued that larger
premises need protection under the
MHADA act for repairs since the
tenants cannot afford such repairs
and the landlords, despite taking huge
amounts, as Pugree, are not willing to
spend money for such repairs. The
Government ‘s own argument in the
SC will stand demolished if these
amendments are made.
There was a hue and cry and
everyone competed with one another
in disowning these amendments. The
MLA’s belonging to the ruling party
said they were not consulted, the
housing Minister claimed ignorance
of how this part of the amending of
the rent act was added to the draft
housing policy.
An action committee was formed
which held meetings in close
succession and the elected members
of the ruling party, amongst others,
had to explain to the people that
they were no supporting these
amendments. The author raised this
issue before the Chief Minister when
he was setting the tone for the D.R
Gargil memorial lecture.
Finally the Chief Minister had to
announce that the proposal for
amending the rent act would now
stand deleted from the proposed
housing policy.
We congratulate the Chief Minister
for his decision to delete the entire
recommendation on the Rent Act.
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However a statement from certain
officials within the government
stating that the deleted draft
would be replaced with new
recommendations has surprised
everybody. The guessing game has
begun and everyone wants to know
what could probably be included
in these new recommendations. So
far there has been no confirmation
or denial about the nature of the
new recommendations (if at all)
or whether such recommendation
would really be added to the draft
housing policy.
While we were commenting on the
draft housing policy para by para
we have taken a break by writing
about the proposed amendment to
the rent act which was included in
the last minute to form a part of the
housing policy but deleted in a hurry
when the realization dawned that one
cannot take people for granted.
This shows that we are maturing as
a democracy and that if people keep
a close watch on the powers that be,
Good governance may not really be a
distant dream.
While congratulating the Chief
Minister for taking a bold decision
with regards to the rent act we would
sincerely request him to pay attention
to our comments on the other aspects
of the housing policy. If the entire
housing policy could be revised and
redrafted, then we could expect that
the dream of “housing for all” is not
a mere slogan, but the Government is
finding ways and means to implement
it as well.
...to be continued
chandrashekharp@hotmail.com
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The Roadmap for the
Future of
Maharashtra’s Economy

- Shri Devendra Fadnavis

Hon’ble Chief Minister of Maharashtra

O

n the dais Cdr. Dipak Naik,
President of MEDC, Mr.
Adi Godrej, Ms. Meenal
Mohadikar, Mr. Anil Save, my friend
Ravi Boratkar and of course Shri
Chandrashekar Prabhu. Ladies and
Gentlemen, when I look at the galaxy
of speakers who have presented their
visions in this D R Gadgil Memorial
lecture, it puts immense pressure on
me because I’m not an economist, I’m
not as intelligent as branded or
depicted by Cdr. Dipak Naik. I’m a
foot soldier, I’m realist, I’m person
who can empathize, who can
understand, who has worked on
ground level, who knows what the
problems are, and has his own way to
solve them. A person who is always
open for ideas. I’m not a person who
feels that, I know everything. Please
understand my vision. I believe in
collective wisdom so all those wise
thoughts I collect from the people like
Mr.Prabhu and people sitting on the
dais and try to work. But I am indeed
very happy and feel proud that I am
speaking at this Gadgil Memorial
lecture because I feel Dhananjayrao
Gadgil was not a mere economist but
he was a reformist, not just the cooperative movement is his gift to
Maharashtra and our country but also
6
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the Gadgil formula which was
mentioned earlier, which has created
place for smaller states to be
competitive to be relevant with the
income distant method which was
devised and accepted by the 11th
Finance Commission and thereafter. I
feel that has made our state’s smaller
states more competitive and after this
formula was accepted by the Finance
Commission you can see that the
smaller states have progressed more
than the bigger states. And that was
also basic idea behind this formula. So
I feel that, we need visionaries like Mr.
Gadgil and I am sure with lot of work
which he has already done, people like
me get a path to walk on. As the tone
is set by Mr. Prabhu and I am thankful
to him. But I will apologies that I will
not be able to reﬂect on every single
point that you have mentioned because
even if I reﬂect on all macroeconomic
sectoral policies I would require
minimum three hours and let me tell
you I’m a man of few words. Even in
assembly people know that I speak
less but I speak to the point. When I
look at Maharashtra, Maharashtra
which is one of the most progressive
states of our country which contributes
around 15% to the National GDP,
accounts for most of the exports,
accounts for most of the FDI ﬂows,
suppose to be one of the most
industrialised state and manufacturing
state. When I look at Maharashtra I
feel that the India’s growth story
cannot become a reality unless

Maharashtra’s growth story becomes a
reality. When we want India to grow
beyond 8%, we must ensure that
Maharashtra grows beyond 10% then
only India can grow beyond 8% and
then I look at the entire growth
trajectory of Maharashtra. I can see
there are certain challenges, certain
opportunities and certain sectors
which throw challenges, at the same
time have opportunities to transform.
As rightly said by Mr. Prabhu the
sector which posses the biggest
challenge before our economy is
agriculture sector. For past 3 to 4 years
we have constantly seen a negative
growth in agriculture sector. When I
took over as a Chief Minister the ﬁrst
challenge posed to me was, out of
40,000 villages in Maharashtra 24,000
villages were facing worst drought and
back to back for consecutive three
years. More than 12,000 villages faced
this drought back to back 3 years. The
entire rural economy devastated and
as we all know that although in our
GSDP the share of Agriculture sector
is 11% it provides employment to
around 45% to 50%. So this is the
biggest challenge when half of your
population is been employed by a
sector which accounts for 11% of
your GSDP and which experiences
consecutive negative growth. How
would you achieve the growth
trajectory which is expected from a
state like Maharashtra? So we just
reﬂected on the challenges and biggest
problem which we could point out
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was lack of irrigation facilities. In
Maharashtra after spending 70,000
crore rupees, we have achieved
irrigation potential of 18%. If we look
at the national average, it is 44%. If
we look at states like Punjab, Haryana
it is more than 90% and in a state like
Maharashtra it is 18% but that’s not
the only challenge. The bigger
challenge is the water management. I
won’t say that all our policies have
been incorrect. The policies of my
predecessors were also meant to take
this state forward but I feel that we
never reﬂected on the ground realities.
Maharashtra is one state where the
irrigation potential so far as the ﬂow
irrigation is concerned the achievable
potential vis-à-vis the cultivable land
in the state is to the maximum 40% to
45%. So even if you complete all your
big irrigation projects. Around 50%
of your cultivable land will not receive
ﬂow
irrigation
and
without
understanding this we have been
spending huge money on big irrigation
projects. Once I was going through
statistics and I was amazed to know
that 40% of the big dams of entire
India are in Maharashtra. And still our
achieved irrigation potential is 18%. I
feel the direction in which we were
taking this state, I remember once
Rajendra Singh Rana who’s called “Jal
Purush” was invited in our assembly
to speak before in both the houses.
And I still remember he said, “In
Maharashtra I feel that the irrigation
department doesn’t work to create
water storages, to create irrigation
facilities, to beneﬁt farmers” he said
“I feel that the only purpose of the
irrigation department in Maharashtra
is to provide beneﬁt to the
contractors”. And I feel that is what is
precisely happened so I feel that we
need is a paradigm shift. Yes we need
big dams I am not against that, we
need storages that are also important

but when we look at agriculture what
we need is water conservation,
distributed, water storages through
which we can provide moisture, we
can provide moisture security to every
farmer so that he can take multi crops,
he can diversify not just the food
basket but also the cash crops and
thus creates entire chain, and that’s
why after coming into government I
started a ﬂagship program “JAL
YUKTA SHIVAR”. Jal Yukta Shivar is
a program where I want to make every
single village of my state water
sufﬁcient. Every drop of water which
falls down in a village is stored,
conserved, and is absorbed and it
creates moisture security for the
village. And it was not a entirely new
scheme for the village We just found
out that there were 14 different
schemes of water conservation which
were going on in our state but the
thing was there was no conversion so
what was the result, we are offering
shirt to somebody, pant to somebody,
cap to somebody, watch to somebody
and nobody is well dressed. So ﬁrst
thing we did was the conversion of
schemes because the schemes were
run by different departments.
Irrigation department was there, water
conservation department was there,
animal husbandry department was
there, agriculture department was
there, micro irrigation department
was there, everybody were working on
their own. We said no, lets come
together, so conversion of schemes
and conversions of command I said
the District Collector would be
responsible for Jal Yukta Shivar and
under him for this purpose all the
departments would converse and he
will be head of all the departments, so
the
conversions
of
schemes,
conversions of command and then I
supplemented it with budgetary grant.
In last 5 years we have spent on relief
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8000 crores and on agriculture
investment we have spent 3000 crores.
So if you spend 8000 crores in relief
because there is drought, hail storms
and so on we have to even my
government in last 6 month have
experiences worst of the climate
change. Have to pay more than 5000
cores just six months but that is not
the way to take it forward unless you
have investment. Through relief you
cannot change the economy. You can
change the economy through
investment so we started investment
in Jal Yukta Shivar and then what we
tried, we said let us make this peoples
movement. If it is a Government
program there is no ownership,
structures are created they are
therefore say a year and after year
nobody looks at it. If you have one
good rainfall people will forget about
the structure. So I said lets involve
people and we started involving
people. Right now in 6000 villages
more than 50,000 works are going on
and today in the morning I went to
the Sangola Thasil of Solapur District
and this is the most infamous part of
our state where you actually have
perennial drought. No rainfall or very
less rainfall its one of the highest
tracking DPAP Talukha of our state.
And you will be amazed that through
public participation in Jal Yukta Shivar
right now 4000 JCB’s and Pokharni
are working in one single Talukas.
1400 vehicles are carrying the soil and
scientiﬁcally as you rightly said Mr.
Prabhu. Fortunately our forefathers
were very intelligent. Their all farming
techniques where scientiﬁc. In the due
course we lost this scientiﬁc approach
that’s why we are in trouble. So what
we started we, ﬁrst started with
compartment bunding, where it’s not
just a compartment bunned by pushing
the soil but actually creating a trench
like CCT so ﬁrst when the rainfall will
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be there water will be arrested in the
compartment itself because in water
conservation you have to have a top
down approach, only then you can
conserve the water. Then we started
recharging of the wells, then we
started creating cements nallah bunds
and after actually creating all the nallas
and canals, after removing all the silt
and the trees and the entire ﬁlth which
was inside. We have made them ﬂow
continuous and ultimately we are
clearing them till they go towards
some river where they are connected
to the rivers. So i feel with this
approach the entire ecosystem of
water conservation is been created.
Let me tell you the people’s
participation is amazing. Maharashtra
is changing. Go to any villages where
this work is been carried on in 6000
villages people are doing wonders. We
are just helping them and now with
the conversions every district as of
now works worth at least 150 crores
have been started and all the works are
small works. I will just give you one
example in Solalpur District we
identiﬁed 6000 structures which were
created in past and we required very
little fund to actually recharge and
rejuvenate these 6000 structure and if
we rejuvenate those 6000 structures,
each structure required just 50,000 to
2,00,000 rupees not more than that.
You will be amazed that the irrigation
potential of one Solapur District
today it is 24%, will go to 42%. In
such less expenses and with
participation of people now the worst
drought of 1972, when the structure
were created, all the structures were
lost and we have found all those
structure as well and we are actually
rejuvenating even those structures and
we have decided in next 5 years 20,000
villages will be made drought free,
moisture security will be provided to
the farmers and once moisture security
8
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is provided our farmers can do
wonders. We have not only stopped at
that, I just mentioned about Solapur
District. Yesterday I had been to
Satara District in Maan and Khatau
again the most infamous drought
affected areas. We are rejuvenating
Mahn river, we are creating structures,
there we are rejuvenating all the three
rivers in that district and for
rejuvenation of a river you will be
surprised that our initial investment
would not be more than 20 crores. So
with all small works all the water
conservation techniques and the entire
approach
is
through
aquifer
management. As you have rightly said
because unless we know the strength
of our aquifers the water ﬂows
through aquifers and if the water does
not reach our aquifer we’ll have no
water and that has happened in many
parts of Maharashtra where you can
ﬁnd that dark zone have been created.
Again I went to one place today, where
they created the structure and they
were waiting for rains to come and in
unseasonal rains the structure is full
of water and the water level of the
wells have rised by 3 meters. So I feel
that this is one scheme which will
change entire rural economy. Now we
want to shift our farmers to micro
irrigation systems, drip irrigation
where optimum use of water which
would ensure that the productivity
becomes high. At the same time in the
crisis area of districts like Yavatmal
and Osmanabad. We are not just
providing them with water structures
but we are also providing them with
electricity connection because if you
just provide water that would not
sufﬁce. So we are also helping them to
get electric connection. You will be
amazed to know that there has been a
waiting list to get a agriculture
connection and the pendency is for 7
years. And our target is by 31st March

of next year, there will be not a single
farmer who has demanded electrical
connection and has not got it. Every
farmer would get it. We are not
stopping at that we are again trying to
create value chains because it’s not
just the agri products but the chains
which are more important so that the
farmers get real realization of their
commodities. Today, we have the
classic APMC system, which is also
fairly good, but it has created a
monopoly where a farmer is not
beneﬁted. So with the World Economic
Forum we have started PPP IAD
Integrated Agricultural Development
Programme and we are trying to create
value chains for 25 lakh farmers. Few
days back, we had a MOU with Ruchi
Soya which would cover around
1,50,000 farmers who produced soya
beans. Earlier also few chains were
created, in our state there are 10
districts which produce cotton and
only 25% of cotton which our State
produced is actually used for value
addition for textile in our State and
75% is processed outside the State. So
if we start processing it in our state in
the cotton belt, then the entire value
addition of cotton would be
transferred to our farmers, they would
be beneﬁted, jobs would be created
and I feel that now we have started
initiative. Few days back I opened one
textile mill at Amravati. Now, Amravati
which is predominately a cotton belt
we created MIDC there and designated
it as a chemical zone and for 15 years
not a single chemical industry came
there. Now I made it textile zone I’ve
inaugurated one factory, 8 are in line
and in one years’ time you will ﬁnd at
least ﬁve of them operating. So, in 9
of the cotton producing districts we
are creating textile clusters from fabric
to fashion as rightly said by our
Hon’ble Prime Minister. This clusters
would make the value addition 8 times,
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value addition would be done in the
clusters so that our farmers should be
beneﬁted. On one hand, this is
initiative where I want to revive my
agri-sector and on the other side I
want to leverage on the advantage of
being one of the pioneer manufacturing
state.Because I feel that although we
say that 45% of our employment is
provided by agriculture, I know that
that’s not the real employment.
At Least 10 % of the people who
seem to get employment in the agrisector are actually under employed or
they are employed just because they
don’t ﬁnd employment elsewhere.
So, what is the way in manufacturing
state? We need to take this 10% of
load of providing employment from
agriculture to manufacturing. More
over all of us know that the entire new
generation is embracing technology
and even when you go to villages you
ﬁnd that the boys from the villages
are handling mobiles they take your
picture or piture with you, in 5 minutes
it’s on watsapp. So don’t expect them
to be farm labourers anymore, they
won’t. You need to provide them
proper employment. 50% of our
population today is below 25 years
of age and this 50% of population
which would become your human
resource if properly trained you need
to provide them employment. And I
feel that this demographic dividend is
well understood by our Hon’ble PM
and that’s why he has started initiative
Make in India. And I have understood
that, that is a way forward and so
I have started an initiative Make in
Maharashtra. Today, in manufacturing
sector our share is 24%, we need
to increase it and I am very much
conﬁdent because recently I have
visited many countries and I feel that
this is right time when we leverage on
our human resource because entire
world, the manufacturing needs a new

place. We have seen for few decades,
the entire manufacturing shifted to
China. There was skill development,
skill man power available at the cheap
rate and China became the factory of
entire World and they had a growth
story through that manufacturing but
recently when I went to China with
Hon’ble Prime Minister I could ﬁnd
out that China the manufacturing is
no more affordable. Its because there
demographic curve is changing rapidly
and in next ﬁve to seven years the
demographic curve would not allow
them free ﬂowing labour force. At the
same time what is happened in China
that the labour wages have gone up so
no more the lower run manufacturing
or consumer manufacturing is
affordable in China although with all
its economic juggleries.
They are sustaining it but for long
time they won’t be able to sustain
and the only place where the entire
manufacturing could be shifted is
India. We have human Resource, if
we skill them I am sure that we have
resources, we have human resources,
we have physical resources, entire
manufacturing base can be created
here. And that’s why I feel that
manufacturing is one sector where in
Maharashtra we need more focus. In
all these visits whosoever I have met
most of the global giants and even the
people from SME’s in Germany, in
China they are eager to come to India
and they are more eager to come to
Maharashtra. Because they know that
this is the place this is the destination.
As of now the belt near Pune has
developed us manufacturing hub we
are trying to develop Aurangabad,
Delhi- Mumbai industrial corridor,
we are trying to showcase MIHAN at
Nagpur, we are trying to create few dry
ports and I feel that as rightly said by
Mr. Prabhu if we provide ease in doing
business manufacturing is our future.
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It’s our present as well but also it
would be our future and that has been
precisely the focus of my government
I have reduced the permission regime.
Initially 76 permissions were needed
in designated industrial area to start
a industry. So, we said let’s bring it
down to 25. In last 3 months I could
bring it down to 37. 15th of June is
my deadline by which I need to bring
it down to 25 and I am bringing it on
an IT platform. There are so many
regulations which we have put on
automated route. There are certain
permissions which we are trying to give
in just 7 days. Entire inter departmental
massive work is going on to reduce all
this permission regime and regulatory
regime. As rightly said, you are talking
of a restaurant, you said you require
35 permissions but do you know to
put a hotel how many permission you
need? You need 180 permissions. And
believe me in coming few days we’ll
bring them down to 20 from 180. We
have already made the framework,
now certain departmental issues
because you know in government
nobody wants to give up his power. So
I have to work with every department
and to take away the power is a bad
job actually. It makes you infamous.
But I have to do it because if I want
the industrial sector; the service sector
to grow in my State then ease in doing
business is the key. We have started
amending the Factories Act, we want
to actually do away with the inspector
raj, we believe that our industrialists,
our business men are also truthful
citizens. Why every time we should
look at them with suspicion? So we
said now we’ll put, most of the things
on self certiﬁcation mode and with
the self certiﬁcation mode once in 5
years, once in 3 years somebody can go
and check but that too what we have
ensured as of today if inspector feels
that he needs to give a treat to his wife
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he reaches some of the industry and
you know what happens then so said
nothing doing hence forth inspector
will not going to decide which factory
he is going to visit. We have made a
computerized programme through
which it would be decided and told on
that day that look today you have to go
to this factory and check these, these,
these thing no other thing only these
4 things and once he goes he needs to
check it in 72 hours he has to upload
his report on our website so there is
no time left for “Len Den”. I think
that ease in doing business is a key. In
the ease in doing business index we
have ranked 142nd in 180 countries
and the key is Mumbai. So, we have
set a target for ourselves at least for
Mumbai we’ll create a framework
wherein ease in doing business we will
be in ﬁrst 50 countries of world when
Mumbai will be evaluated. Series of
amendments have been done, if I start
speaking on each one of them I think
I will take more time, already I have
taken lot of time; so the entire focus
is to create entire eco-system for the
manufacturing sector. We are coming
up with many policies- a policy for
SMEs, a policy for IT, a policy for
Retail for different sectors we are
coming up with a policy and I feel
that you will see a lot of investment
coming in Maharashtra. There is one
more sector which I would speak and
then I would stop because if you hand
over a mike to a politician handing
over a mike is in your hand when
to stop even the chairperson of our
legislative assembly ﬁnds it difﬁcult to
stop us.
Maharashtra is most urbanized state
today and we have huge potential in
urbanization as of now we have looked
at urbanization as evil, our entire
focus was stop urbanization. We used
to feel that India lives in villages, as
villages are not prospering, people are
10

July 2015

coming to cities, stop them please was
the approach. But if you look at all the
developed economies you cannot stop
urbanization. The only strategy is to
manage urbanization and that’s what
we want to do. That is our focus. We
want to manage urbanization. The
urban development department which
is with me now was working only for
changing the reservations because
when I took over you’ll be surprised
nearly 30 development plans were
awaiting sanction of government
for last 7 years and for a city if you
prepare a development plan and don’t
sanction it for 7 years the entire land
use is changed so after 7 years even
if you sanction a development plan
the place which is reserved for ground
you’ll ﬁnd a shopping complex already
been there or a place which is lets say
reserved for a school already somebody
has built a beautiful house and staying
there. So what I did was I immediately
in 2 months time I’ve sanctioned all
the 30 development plans and today
not a single development plan is
pending with me. And now I have
made it a point that a development
plan unless you have a strategy to
manage urbanization how you would
take the challenge of urbanization so
we have already started it. In cities like
Mumbai where you can ﬁnd a lot of
infrastructure deﬁcit. For last 15 years
the amount of infrastructure which
should have or could have created
we could not. I realized when I look
back in late 90’s when I use to go to
Delhi I use to feel very good because
at that time I could ﬁnd that Mumbai
was far, far better than Delhi. The
infrastructure of Mumbai was good,
better then Delhi but in last 15 years
Mumbai is way back of Delhi. Delhi
has created so much of infrastructure.
So basically know our focus is on
creating infrastructure. We are trying to
create the coastal road. I am sure that

soon you will hear the announcement
that central government has given
approval for the coastal road which
would decongest the western express
way and the western part of our city
we are trying to also create and when
I say this I am also hearing from last
15 years the Trans-Harbor Link but
let me assure you that we will not
only sanction it but in much, much
less time we will create it. I went to
a Trans-Harbor link in China and you
will be amazed that a 42 km transharbor link was built in just three
and half years and for a 5 km WorliBandra sea link it took us 9 years. So
I think that we are trying to create the
infrastructure. We already sanctioned
the New Mumbai Airport, the bids are
open, soon we will award the contract
and start it. By 2019 I want ﬁrst ﬂight
to ﬂy from New Mumbai Airport
and by then if you don’t create transharbor link and if you start all the
ﬂights from the new Mumbai Airport.
I will never be able to catch a ﬂight.
So at least for my beneﬁt I must create
the trans- harbor link. In the MMR
region as well we are trying to create
a new city “NAINA” which has area
more than entire Mumbai. It’s a 600
sq km city which will have in itself 30
smart cities and also I am trying to
revive the New Mumbai SEZ because
I feel that the New Mumbai SEZ
has the potential to fuel our growth
for next 20 years. Its proximity from
port from airport is such that it can
actually fuel the economy of entire
State and country. Not just Mumbai or
MMR region we are trying to develop
10 smart cities in Maharashtra. And
people feel that when I talk about
smart cities people think that smart
cities mean cities which have wiﬁ. I
think smart cities are the cities which
use their resources optimally which
create the entire infrastructure which
is at optimum cost capex and opex is
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optimized so that the entire created
facility is well controlled well ﬁnanced
and well operated and entirely through
e-systems, e-governance. I feel that
creating a smart city is not only for the
afﬂuent. Creating a smart city is for a
common men to have a quality of life
at optimum cost and that’s what we are
trying to do moreover there are many
initiatives which we have taken so that
the urban infrastructure is created.
I think I am running short of time
so I would just say that roads, ports,
airports, power all these sectors we
have actually started concentrating on.
Mr. Kalantri is here he met me down
that for the ﬁrst time two ports we
are trying to connect not only through
roads but through rail and a initiative,
a special purpose vehicle to create a
rail link has been created where the
concessioner the MMB our port trust
and the central government railways
department have come together to
create the railway network because I
feel that the port capacity which we
should have created we could not

create it and the port let development
is actually a key you can ﬁnd that
where every there has been a port
let development it has contributed
most to the GPD. So that is also one
area of focus in power sector we are
trying to optimize our capacities, we
are trying to actually enhance or plant
load factor and let me ensure you as
of now the industrial power in our
state the tariff is highest amongst all
states and unless we bring it down
our manufacturing cannot become
competitive so I am sure this would
be the 1st tariff petition by our state
utility which will be once sanctioned
because its under the domain of MERC
so I must not say but you will ﬁnd a
huge change. Earlier in last 12 years
every tariff petition has increased the
tariff I am sure this will be 1st tariff
petition which will decrease the tariff
substantially. And for that we are not
providing subsidy. Without subsidy
with the optimum utilization of our
resources we are doing it so I feel that
basically we want growth there has

been a classical debate for last many
years in our country where passion
for poor and compassion for poor an
compassion for growth where Mr.
Amartya Sen the Noble Laureate and
the great thinker wanted our country
to have compassion for poor and
on the other hand Prof. Bhagwati
and Prof. Pangadia who is now our
Deputy Chairman of NEETI Ayog
wanted us to have focus on growth.
I feel that the compassion for poor
is possible only through growth, only
through providing jobs, by providing
goals, you can garner votes but you
cannot grow. For growth I think you
need to have focus by providing jobs,
by providing a eco-system where all
the sectors of economy can grow
and I am trying to take this State on
that growth path. I am sure with the
cooperation of MEDC which has
been really instrumental in providing
policy support to the government
with your help we would ﬁnd a right
path and take this State to new heights.
Thank You !

Shri Devendra Fadnavis, Hon’ble Chief Minister of Maharashtra delivering 11th D.R. Gadgil Memorial Lecture on ‘The Roadmap for the Future
of Maharashtra’s Economy’ others from L to R : Mrs. Meenal Mohadikar, VP, MEDC, Shri Adi Godrej, Chairman, Godrej Industries, Cdr. Dipak
Naik, President, ,MEDC, Mr. Chandrashekar Prabhu, DG, MEDC, Cdr. Anil Save, VP, MEDC and Mr. Ravi Boratkar, Jt. MD, MM Activ
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Welcome Speech by Cdr. Dipak Naik, President, MEDC

on the occasion of Eleventh D.R. Gadgil Memorial Lecture
these words let me extend a very warm
welcome to you sir in this forum.
Immediately following the VIP of the
day I must welcome the diplomatic core.
We have got some Counsel Generals and
members of the diplomatic core. Thank
you very much for coming over.

H

onorable, Chief Minister,
Mr. Devendra Fadnavis. In
this forum hereafter I don’t
think I should address him as the Chief
Minister, because we have not invited
him here in his capacity as the Chief
Minister of the state. We have invited
him in his capacity as the intellectual
visionary for the State of Maharashtra
that he has been all his life.
This young faced visionary has worked
for the people of this state forever so
far. It is also the ﬁrst ever time, that
we are calling a non-academician to
address the D.R. Gadgil Memorial
Lecture. Infact, before I continue with
welcoming the rest. I must mention the
truth that there were some eye brows
raised at us, i.e. at me and my governing
council. Questions were raised on why
we were departing from the tradition of
inviting academician and so on. The only
way I could answer that is by quoting a
sanskrit subhashitam; which says:
naaiBaYaokao na saMskar: isaMhsya iËyato vana !
ivak`maaija-tsa%vasya svayamaova maRgaoMd`ta !!

which means that to qualify to be the
king of the forest there is no coronation
required for a lion, by his very birth, by
his capabilities, by his being and by his
deeds, he is adequate to be the king of
the jungle. In the same manner young
Devendra Fadnavis is actually ﬁt enough
and more than qualiﬁed to talk about
Maharashtra’s future, Maharashtra’s
economy and to speak upon which
way the state should go ahead. With
12
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Our past Presidents are here and that
gives us a great pride. This year onwards
at this memorial lecture which is once a
year we have decided to honor one past
President. I must have done it in little
selﬁsh interest without knowing so as
some day I too will be a past president.
We welcome Mr. Adi Godrej who has
been our past President in 1993-1994.
There are four other past Presidents
sitting here and it is these people starting
with Dr. Dhanajayrao Gadgil, who
have led the destiny of an institution
called MEDC. A word about it a little
later, there are some secretaries to the
Government of Maharashtra present
here, past & present. We welcome you
sirs.
Other Government Ofﬁcials, Presidents
of Chamber of Commerce, Association
of Industries; I’m glad to say FAM is
here in very large numbers and so is
AHAR. Now both of them are part
of OUR constituent members and it’s
really nice to see this interaction between
FAM , AHAR and MEDC, welcome to
all of you.
Quite a few of our, in fact virtually
every one of our patron members is
seen here in this audience. It is these
people, philanthropists such as them,
which make organisation such as ours,
efﬁcient and make them work, thank
you sirs.
Last and not the least are the members
of media and the sponsors who make
these events possible. My special thanks
to the LIC, NABARD and EXIM and
media persons who are present here in
large numbers.

Part of my job is to introduce the
speaker which I half did earlier and let
me complete the rest. Once again I shall
rely heavily on the scripture in sanskrit
which, much like the urdu shayari, often
expresses much too much in very few
words:
ipbaint naV: svayamaova naamBa:
svayaM na Kadint flaaina vaRxaa: !
naadint sasyaM Kalau vaairvaaha:
praopkaraya sataM ivaBaRtya: !!

Rivers don’t drink the water they make or
carry; trees don’t eat the fruits they bare,
clouds don’t eat the crops they nurture.
There are a few human beings who
work for others and not for themselves.
That’s our chief guest today and speaker
of the day Mr. Devendra Fadnavis.
Here after sir I am going to brief you and
those of you in the audience who may
be new to MEDC about our institution.
A few minutes about the past , a few
minutes about our present and a few
minutes for the future of MEDC.
In 1957 ﬁve chambers of commerce got
together. They were led by people like
Mr. D.G Mulherkar, Mr. Garware and
Mr. K.H Dhamdhre. They said that we
must have an apex body which will be a
council of chambers of commerce, it’ll
be an access between the government of
the time and the industries of the time
and the commerce of the time, to be
an access between them for growth of
economy or economical advancement
of our state, every part of our state.
The ﬁrst president chosen by them
was Prof. Dr. Dhananjayrao Gadgil, a
visionary indeed. What did he do or what
did we do in the past through the hands
of the past presidents is our history.
Through Dr. Gadgil, MEDC became
the originator of the Co-operative
movement in Maharashtra starting with
the Cotton Textile mills Co-operative
and Sugar Co-operatives. The very idea
of employment guarantee scheme was
germinated in MEDC, very few people
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know about it. The Gadgil formula
of allocation share of taxes between
the State and the Centre is pretty well
known, and is followed by the Finance
Commission even today.
In more recent times we’ve been
conducting events. A continued
series of events was called Golden
Maharashtra. We promote our state
for the right cause, whether it is FDI
or whether it is new industries. We
market our state and our industries,
small scale industries in particular. To
ensure that balanced growth happens in
all regions of Maharashtra. Occasionally
some three or four governments ago,
we’ve also done the task of writing the
report card on the government of the
time, by measuring the promise versus
performance of the government that
has been.
We created a vision document for
Maharashtra in 2005 and that was, I
must say this, when I say MEDC, it also
means a whole lot of co-opted experts
which come on our panels and include
expert economists, expert industrialists,
expert scientists, expert agriculturalists
and so on. In fact the vision document
has been created time and again. We’ll be
only glad to continue to do so because I
think vision is something which is cyclic
in order and needs to be recast again. The
regional township policy was another
very valuable input that MEDC collated
from right around the entire state. Some
of you must know that when it came
to CIDCO and we continue to work
for CIDCO even today as consultants.
Their twenty years vision document
was made by this organisation. In very
recent times i.e. two years ago, we’ve put
leading economists such as Dr. Kelkar
and others in a closeted session for
a few days and we said we will record
what you speak, but what you’re going
to make out is a document about ‘what
should be India’s Next Big Reforms’.
We’ve been through our reforms cycle
1991 onwards, but then what should be
the Next Big Reforms, and we produced
a document called as the Next Big
Reforms. I’ll be only too glad to present

a copy to you sir.
I’ve encapsulated the past rather tight
and I shall encapsulate the present even
tighter. We have many thrust lines. But
let me concentrate on three thrust areas
wherein we in MEDC much like our
past shall work very closely together
with you sir and your government. We
intend putting Mumbai on the Air Show
map of the world. There are air shows
which have very speciﬁc purpose; there
are defence air shows, like the one which
happens in Bangalore, the second biggest
in the world. There is Farnborough
which is much like that. There are static
air shows for commercial aircrafts;
there are air tattoos which are showing
air displays and formats of different
kinds of ﬂying. We intend making a
difference. We intend making a Mumbai
International Business Aircraft Air
Show, which will also bring in MROs
and maintenance facility in Maharashtra.
Together with a component of
defence air craft which will come with
it automatically, wherein the aircraft
components and the consumables, be it
for the air force or for the commercial
airliners. We are targeting this activity in
furtherance of “Make In Maharashtra”
policy. We shall organize this together
with the Government of Maharashtra
an air show which will be one of its
kind, where the world will look forward
to coming every alternate year. That is
our present large objectives. The second
one, that we’ve already embarked upon
and it will come to you in due course
of time through tourism department.
We’ve had series of parleys with the
MTDC and together with them we have
launched a mission of developing our
pilgrimage centres as tourist destination
of world class facilities. And what’s better
than starting with the Ashtavinayakas,
as we always start everything good with
invoking the Ganesha. The proposal
which has been accepted by the MTDC
is that we’ll create a master plan for the
development of the Ashtavinayakas in a
manner that is beﬁtting a tourist of every
class whether he comes in a red ST bus
or whether he ﬂies down in a helicopter.
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The facilities should be available; clean
drinking water should be available. The
Prasad that we eat should not end up
becoming a health hazzard. Right from
the street furniture to branding the
Ashtavinayaks, it’ll become a world class
tourist centre.
And the third thing not so very well
baked as yet and still en route is that
we wish to join together with you sir
in making a “Konkan Development
Plan”. We know it is a hotspot, we know
its ecologically problematic area, but it
doesn’t mean it becomes a complete no
development zone. We need to create
a plan of ‘what can be done where’, in
which speciﬁc location. We have the
competence, we have the man power, we
have the ability and we have the rapport
of working with the government.
Having said that of the present, let
me speak even lesser about the future
because that largely depends on how
we take up these three tasks now and
how we progress further. But all I wish
to say and assure you sir is that the
economy of the state in the past six
years has grown by leaps and bounds.
We’ve been leaders in this country as far
as the economic growth is concerned.
But then again if we take away the three
reﬁneries here and if we take away let’s
say the headquartered ofﬁces in Mumbai
and if we measure HDI of different
districts; are we there? Are we ahead of
everybody else? We need to recast, shall
we say with expert opinions, our path
of progress for Maharashtra’s economy
and advancements. This in future, we
wish to do together with you sir. Having
said that I will conclude again with a
couplet this time differently wherein I
shall not only talk of you but also talk
of us together and say
iktnaaoMkI tkdIr badlanaI hO tumanao
iktnaaoMkao rastopr laanaa hO tumanao !
Apnao haqa ik lakIraonkao mat doKao
[na lakIraonko Aagao jaanaa hO tumanao !!
Thank you !
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Setting the Tone by Mr. Chandrashekhar Prabhu, Director
General, MEDC on the occasion of Eleventh D.R. Gadgil
Memorial Lecture

T

he share of agriculture in
the state GDP is 12%. The
number of people dependent
on this GDP of 12% is 50%. On one
hand when you have almost 50% of
the state’s population living in urban
areas, 12% GDP caters to 50%. We
need to do something about it. The
productivity gap needs to be addressed
and how do we do this? Irrigated
land has not increased by more than
1% per annum in past 20-25 years.
In a state like Maharashtra where it
was expected that at least 20-25%
of the land would be irrigated and
we increase our irrigated land at the
rate at least 1% to 2% per annum. We
have brought our self to the situation
where we really wonder what we are
doing to irrigate our land. Some new
thoughts were given at the level of
MEDC and one of the projects that
were taken up by the study by MEDC
was Nira-Deoghar Project and in that
we gave recommendations to the state
and to the Water Resources Board, the
Chairman of which Mr. Buddhiraja is
present here today, as to how without
depending on government funds the
canals that presently are not built
and the dams have been built but the
water doesn’t reach those lands which
needs to be irrigated, can be done
without the state having to spent a
14
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single penny.The government needs
to think seriously about this. Partial
urbanization will increase from time
to time and unless the lands get
irrigated without the government. So
we have to find new ways, by which
without government spending that
money we can really irrigate more and
more land and take it to beyond 20%
mark at least in next 5years. Some out
of the box thinking, we had a group
of geologists from different parts
of the world who mapped through
satellite the deep water aquifers. I
am not talking of underground water
table. I am talking of the aquifers
which are 1 km to 2 kms under the
ground which never get touched,
which haven’t been touched for 1000
years. The Massachusetts Institute
of Technology in Boston had a team
which came to Maharashtra and did
a study where we found that huge
amount of aquifers still have enough
capacity to store water which can last
us for 10 years. The water from konkan
which flows into the sea. If that water
through bores can be taken to these
underwater ground aquifers and they
be charged. Then from the other side
of Konkan that is the other side to
the Western Ghats in the rains shadow
region there could be bores built
straight that goes to those aquifers
and Konkan water feeds the aquifers
and those areas which presently don’t
have rain then can be irrigated out by
these aquifers. This is out of the box
thinking and if the state wants have
to come forward. The Massachusetts
Institute of Technology is willing to
send their team at their expenses and
cost to do a detailed study and present
it to the Government of Maharashtra
and MEDC shall be happy to be the

nodal agency for this project.
Making business in this city easy,
making business in the state easy is
one of the targets that the CM and
Government have set to itself. Mere
approval process and expediting the
approval is not enough. Unnecessary
licenses and permits which are not
required, which were meant for British
rule. We are an independent country,
this should be eliminated. Our
members of hotels and restaurants
association AHAR are hear they tell
me as many as 32 license and permit
need to be taken to start of 500 sq.
feet restaurant to sell the simple
things. And if any one of those
licenses permit gets expired, for this
what they have to do which cannot be
told on public platform. Every day is
a challenge and everyday new people
come in and everyday rent seeking
happens and people have to bare it.
This doesn’t make business easy. They
have to close down their business.
To add to this comes the new
housing policy it is indeed laudable
Mr. Chief Minister that you believe
that every single citizen in this city
can get housing as per his capacity
and affordability. We agree with you
completely, that is possible. There are
people who are doomsday predictors
who say that can never be done
because presently we build only 20-25
thousand houses every year and what
we require is 2.5 millions houses, 25
lakhs houses. Lot of people say that is
not possible but we say it is possible
but that requires a vision, that requires
a break from the past and that
requires some innovative thinking.
We are willing to do that thinking for
you that is something which I leave
to you. While on the housing policy I
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must flag this issue that the Rent Act
has been challenged and the matter is
before the Supreme Court, while the
matter is before the people, Supreme
Court and the landlords want 25 lakh
people in Mumbai alone and more
than 75 lakh people in different
parts of the state to be evicted by
increasing their rent to the market rent
which will cause undue hardships. So
recommendations in housing policies
need to be revisited where in 50%
of South Mumbai restaurants will be
closed down. And 5 lakh people in
the city of Mumbai will be rendered
homeless if some such amendments
are enacted. We want you to meet
the people affected, we want you to
understand the issue and we want you
to take a positive step in that and I am
sure with your kind of understanding
of the problem we can never go
wrong. When the development plan
issues were brought to your notice
you were the 1st person unlike other
Chief Ministers to go ahead and say if
wrongs has been done. I shall rectify
them, if they are wrong enough and
if they have to be changed, I shall
change them, if they are wrong and
it needs to be scraped, I shall scrap it
that is the capacity that you have and
you have shown in the past. The same
capacity is expected out of you and
people then feel that here is a Chief
Minister who thinks for us. Similarly
the Rent Act needs to be understood.
Suggestions for affordable housing
are there in the policy but these
suggestions are in MMR region, those
suggestions are not really applicable
in the city of Mumbai, Thane and
so on. The policy says that 5 years
annual income should be enough for
a person to buy a house. The highest
paid Civil servant whether he be the
Rank of Chief Secretary or anybody in
the State of Maharashtra earns about
1 lakh rupees a month which means

12 lakh rupees a year which means
60 lakhs of rupees in 5 years. In 60
lakhs rupees sir in Mumbai the person
of the rank Chief Secretary cannot
even buy a garage in a place where
he stays today. The rates of the flats
have gone up to a lakhs of rupees to
1.20 lakhs per sq.feet and so on. And
something needs to be done about it.
The housing policy and urbanisation
policy needs to be revisited. The state
is the fastest growing urbanised state
in the country. We have about 50%
of our population living in urban
areas and more are joining in a big
way. The state requires an out of the
box thinking for a new urbanization
policy. Not just a housing policy, a
policy for urbanization which studies
the processes of urbanization, studies
the infrastructure, studies the carrying
capacity and creates the capacity for
the state so that every individual has
pleasure in living the way wherever
he wants to live. Production of
electricity you know some out of the
box thinking there is a huge amount
of produce from the electricity that
you can do from the waves. Just in
the Thane creek there was a study
undertaken very recently by a German
Group and an American group and
they have come to a conclusion that
just out of tidal energy in the Thane
Creek alone we can create enough
electricity not just to power the JNPT
but also to power the adjoining places
in Navi Mumbai, Thane and Mumbai
as well. They are even willing to set
up a pilot project at their expense
to prove to us that this kind of tidal
electricity can be generated, we need
to encourage such thinking and take
decisions in the interest of the state.
Tourism Policy not restricted to the
Ashtavinayak alone. Tourism policy
with 700 kms of costal areas from
Bombay to Goa every single spot can
compete with any part of Goa today.
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We really need to have a proper policy.
The beautiful forests are in the, where
you come from whether it is Tadoba
or the other places in Vidarbha need
to come on international tourism map
when we talk about the tiger, talk about
north India, we talk about Bandhav
Garh. Now of course people have
started taking about Maharashtra but
need to take that at the international
level. Human Development Index
is something which we need to
understand. If you remove Mumbai,
Pune & Nasik from GDP from the
state’s GDP from the rest of the
state’s GDP. District wise you check
Human Development Index we will
not be very amused. It would not be
something which we would be proud
about. So we need to do so many
things. We have achieved a lot. You
and your six months have shown that
you have gum shun and the courage to
admit faults of government, if there
are faults. To admit that something
needs to be done out of the box.
To go out of the way and do things
which are good in your stewardship
this are the issue which I have flagged
for paucity of time. I curtail myself
not to flag more issues for you but I
promise you that if we coordinate and
interact, this magical figure of three
lakhs and twenty crores debt that the
state has will vanish in no time. It only
requires a positive frame of mind. It
requires the will and it requires the
power to go ahead with it. You have
the power, you have the mandate, you
have the will and you have promises
to keep and we will help you in doing
that.
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Changing Scenario of
Agriculture in Maharashtra
Agriculture has progressed a long
way in India from an era of frequent
droughts and vulnerability to food
shortages, to become a significant
exporter of a diversified basket of
agricultural commodities. Maharashtra
is economically among the most
developed states in the country. But
it is not counted among the advanced
states in India in terms of agricultural
production, though most of the state’s
workforce still depends on agriculture.
During the last four decades, the
agricultural sector has undergone
many changes. Though agricultural
performance in the state has improved,
its progress was not sustained and
showed wide fluctuations due to a
variety of reasons. The important
characteristics of agriculture are
instability in crop production and
significant regional variations especially
in those areas where crop production
once had a flourishing productivity.
To add to the problem of low
agricultural productivity the brunt of
which is barred by the farmers and
if there are continuous crop failures
and low productivity the farmers’
conditions worsens. The recent
suicides of farmers in Vidarbha and
Marathawada have highlighted the
problem of regional disparity and also
the grieving problem.
Maharashtra’s
economy
has
demonstrated a strong track record of
growth and is a visible success story. But
its weakness is its uneven distribution
of the gains of growth and a relatively
poor return from the primary sector,
dominated by agriculture. Agriculture
is vulnerable to drought and directly
affects the lives of the farm labour and
small land owners, and in many ways
16
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affects the entire population.
Apart from the chronic scourge of
severe drought, by far the most serious
agrarian problem facing Maharashtra
today is that of peasant suicides.
According to figures released by
the National Crime Records Bureau
(NCRB) of the Union Home Ministry,
out of the 2,84,694 farmer suicides
that occurred in India during the years
from 1995 to 2012, the largest number
of 57,253 farmer suicides were from
Maharashtra.
One among the richer states, with a per
capita income that is about 40 per cent
higher than the all-India average, the
State’s income is derived more from the
secondary and tertiary sectors. Though,
the share of primary sector has been
declining over the decades, agriculture
continues to be the largest employer of
workforce. About 80 per cent of rural
workforce depends on agriculture,
nearly half of the agricultural workers
being labourers. The dependence of
its rural labour force on agriculture is
unlikely to diminish drastically in the
near future.
The fig.1 (on page no. 33) which depicts
contribution of different sectors in
Maharashtra’s economy shows the
percentage share of agriculture and
allied sector in Maharashtra’s which is
only 7%.
Cropping Pattern and Yield
Maharashtra accounts for nearly 9%
of the total agricultural income of the
country. The state has major area under
jowar. Forty three per cent of the total
area under jowar is in Maharashtra.
The productivity of some of the food
crops like wheat, paddy and cash crops
such as cotton has however remained
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low. The net sown area of 18 million ha
is distributed among nearly 10 million
farm holdings. The state government
have invested substantial amount in
agriculture infrastructure like irrigation,
fertiliser industry. However, only 16%
of the land is under irrigation. As much
as 76 % of the irrigation water is used
for sugarcane grown on 3 % of the
cultivated area. The water resources are
scarce, therefore improved methods of
water management is imperative. In
the last 10 to 12 years, drip irrigation
has become most popular, particularly
in crops like grapes, pomegranate,
banana, sugarcane, cotton etc. The
increased water use efficiency helps
conserve scarce resources including
capital investment for additional water
storages as well as brings additional area
under irrigation at much lesser cost.
Sixty percent of the area under drip in
the country is located in Maharashtra.

Contribution
State’s GDP

of

Agriculture

in

The share of agriculture and allied
activities in total employment in the
state according to the 2011 census was
52.7%. The state witnessed a growth of
4.0% in FY14 in the agricultural sector
after a decline of 1.0% in FY13. The
crop production in the state is mainly
dependent on weather conditions
creating economic uncertainties for
farmers. Most of the underdeveloped
districts in the state depend on
agriculture and allied activities. Hence,
the state has undertaken various major,
medium and minor irrigation projects
to tap maximum irrigation potential
in the state. According to the annual
plan of FY14, the state has encouraged
PPP, dry-land farming mission and
micro irrigation. The state government
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is focused in maintaining a consistent
and balanced growth for employment,
income and food security.
Current Scenario
According to a study done by Mr.
Ashok Dhawale on “Agrarian
Challenges in Maharashtra Today”
gives some very important insights
into the deteriorating scenario of
agriculture in Maharashtra which says
during the last two decades from 1990-91 to
2012-13 the area under food grain cultivation
has sharply reduced from 144 lakh hectares
to 108 lakh hectares. Consequently the total
food grain production in the same period
has dropped from 122 lakh tonnes to 112
lakh tonnes. This is an extremely worrisome
situation, which has serious implications
for food security. There are three other
indicators of the agricultural backwardness
of Maharashtra. First, the per capita
production of food grains for 2010-11 is
1,376 Kg for Maharashtra, while it is 2,061
Kg for the country. Second, the share of credit
to the agricultural sector as a proportion of
the total credit given by scheduled commercial
banks in the year 2012-13 was 18.8 per cent
in Maharashtra, while it was 31.6 per cent
in the country. And finally, as we have seen
earlier, while the proportion of land under
irrigation in Maharashtra was 17.9 per cent,
in India it was 44.9 per cent. The share
of agriculture in the state income has
constantly declined from 34.4 per cent
in 1960-61, to 21.2 per cent in 199394, to 13.2 per cent in 2005-06, and to
11 per cent in 2013-14. But the rural
population that is mainly dependent
on agriculture is still 55 per cent. . The
land area under cultivation in the state
has reduced from 211.79 lakh hectares
in 1970-71 to 197.67 lakh hectares in
2012-13 due to growing urbanization.
But it also points to the failure of
successive governments to bring the
large amount of fallow land under
cultivation. Like many other states,
Maharashtra has also been a victim of
uneven development

Recent Initiatives
The state is implementing the project
on horticulture in about 1 million
ha. Under this project the state has
recorded an impressive growth rate
of about 20% far ahead of many
states in the country. Crops like
grapes, pomegranate, and processed
banana are exported earning valuable
foreign exchange. In spite of natural
advantages, there are no vibrant food
processing industries in the state. Most
of the vegetables and fruits produced
are not suitable for processing and/or
exports. Post-harvest wastage is more
than 20%. Efforts should be taken
to establish viable food processing
industries in the state so that farmers
are able to get remunerative returns to
their produce.
The
new
developments
in
biotechnology are revolutionising
agriculture. Traditional microorganisms
like moulds and yeasts are being geared
to increase productivity. Tissue culture
techniques are used to micropropogate
elite clones of banana, ornamental
plants, agroforestry crops like teak,
bamboo etc. Genetically modified
plants like cotton, soyabean are
becoming popular. New formulations
of bio-pesticides and bio-fertilizers are
increasingly popular in the state. The
paper gives an overview of current
scenario of agriculture in the state
and discusses in detail, the potential
and suggests exploiting the exemplary
capabilities of the progressive farmers,
so as to lead the state to brighter 21st
century.

decades since the formation of
Maharashtra state in 1960, the irrigated
area in the state has increased from
6.5 per cent in 1960-61 to only 17.9
per cent in 2010-11. As against this,
the proportion of the irrigated area
in the country as a whole is today
44.9 per cent. Nearly 125 of the 355
Tehsils in the state are considered to
be permanently drought-prone and
the plight of the peasantry there is
unenviable.
Summing Up…
Agriculture
makes
the
highest
contribution
to
India’s
GDP.
Agriculture contributes almost about
18 percent to the country’s GDP. It
has been seen in the last few years
that the input of the agriculture
sector has been declining, but it is still
the biggest contributor. Agriculture
occupies a prominent position in
Indian policy-making not only because
of its contribution to GDP but also
because of the large proportion of the
population that is dependent on the
sector for its livelihood.
A paradigm shift in Government’s
thought process is urgently needed,
where agriculture is not looked at as
an obligatory sector to ensure survival
of rural segment but a vital cog which
not only feeds the nation but can also
generate immense support for exports.
Equally important is the fact that every
farmer has to be made to realise that
his survival is not based on subsidies.
sarabitk@medcindia.com
The author is Jr. Economist in MEDC

Renowned experts in the field of
agriculture and irrigation like Dr
Dhananjayrao Gadgil and S.G. Barve
had estimated in the 1960s that over
40 per cent of the cultivable area of
Maharashtra could be brought under
irrigation. But in spite of literally
thousands of crores of rupees being
spent on irrigation in the last five
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Problems in Drought Prone Areas of Maharashtra
Introduction of Maharashtra
Maharashtra State has a geographical
area of 3, 07,713 sq. km and is
bounded by North latitude 15°40’ and
22°00’ and East Longitudes 72°30’
and 80°30’. Administratively, the State
has six divisions with Headquarters at
Konkan (New Bombay), Pune, Nasik,
Aurangabad, Amravati and Nagpur.
The State has further been divided
into four socio-economic regions
namely Konkan comprising of Konkan
subdivision,
Madhya
Maharashtra
comprising of Nasik and Pune subdivisions, Marathwada comprising of
Aurangabad sub-division and Vidarbha
comprising of Amravati and Nagpur
sub-divisions. The State has 35 districts
and 358 talukas. The State has two
urban districts i.e. Mumbai and Mumbai
Sub-Urban whereas the remaining 33
districts are rural. There are 336 cities
and towns in the State, out of which 40
have population more than one lakh.
There are 40,785 villages and 45,528
hamlets.
The population of the State is 112.3
million as per 2011 Census out of which
41 million is urban and 55.7 million
rural. Out of total area of the State,
73 %, i.e., 2.25 lakh, sq. km of area is
cultivable and 17.6 % is under forest.
Drought prone areas in
Maharashtra:
The Deccan plateau constitutes 50
percent of the drought-prone area
of the state. Maharashtra frequently
experiences drought conditions like
other parts of the country, which affects
agricultural production and economy.
A drought year is deﬁned as a year in
which the total rainfall received is less
than 75 % of the normal. The severity
of drought is accordingly classiﬁed as
follows: 18
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Sr.
No

Category

Range

1

Moderate

Rainfall department
between 25 % and 49%

2

Severe

Rainfall department
between 50 % and 74%

3

Acute

Rainfall department
beyond 74%

If in an area, drought conditions are
experienced for 20% or more year, then
the area is classiﬁed as ‘drought area’ and
if the frequency is 40% or above, the area
is termed chronically ‘drought-prone’.
Drought studies show that some of the
areas of the State, where drought has
occurred for more than 20% of the
years, can be demarcated as “drought
area’. It is observed that there are three
distinct areas, which can be classiﬁed
as drought areas. The ﬁrst covers
extreme north-western part of the State
comprising parts of Nandurbar, Dhule,
Nasik and Thane districts. The second
one is in the northern part of the State
covering parts of Akola, Amravati,
Wardha and Yavatmal districts. The third
and the largest area, covers almost entire
central part of the State comprising
major portion of Marathwada and
Madhya Maharashtra covering parts
of Ahmednagar, Pune, Solapur Sangli,
Satara and Kolhapur districts of Madhya
Maharashtra and parts of Aurangabad,
Jalna, Beed, Parbhani, Hingloi, Nanded
and Osmanabad districts of Marathwada.
The study of droughts shows that
Konkan experiences one drought in
every eight years while in Maharashtra
and Madhya Maharashtra, the frequency
is one drought in every ﬁve years. In
vidharbha, it is one drought in every six
years.
Maharashtra is experiencing drought
every year. Why does this happen?
For this, we need to understand the
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geographical and climatic situation of
Maharashtra. As high as 80% to 84% of
the agriculture in Maharashtra is rainfed,
which means that it totally depend on
rainfall for its crops but there is a huge
variability in rainfall in different regions
of the state.
One-third of the state falls under the
semi-arid climatic zone and has its
agriculture dependent on the monsoons.
Deﬁcient rainfall is reported once every
5 years and drought conditions occur
once every 8-9 years. Marathwada and
Vidarbha have been experiencing severe
drought over the last three years due
to deﬁcient rainfall and this has further
worsened the situation with a drastic
drop in groundwater levels, acute water
shortages and severe loss of crops during
the kharif and rabi seasons.
Over the last 5 years, newspapers have
been full of reports related to relief
being provided in the form of water
tankers supplying water daily to droughtaffected districts and water shortages
have affected domestic needs, agriculture,
livestock, and livelihoods of hundreds.
The worst hits are the resource poor and
marginal farmers.
Despite this happening over and over
again, the irrigation potentail in the
state is very low at 16% as compared
to the national average of 42%. Overdependence on private sources of
groundwater use such as tube wells, bore
wells, wells and piped water, limits access
of farmers to water resources and has
also led to over exploitation and severe
drop in groundwater levels in the area.
Thus, the major problem in this area is
the lack of assured water supply as no
other methods of irrigation are utilised.
Rather, irrigation is more developed in
western Maharashtra as compared to
Vidarbha and Marathwada, which needs
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it the most. Both regions continue to
remain relatively backward in terms of
socio-economic indicators as well.
What is the actual situation of
farmers in the area ? Who are the
ones committing suicide?
We have to understand the situation
of a farmer in a broader context. Our
policies have not looked at the overall
development of farming communities.
Our farmers in the area are totally
dependent on land for their livelihoods.
It is only a few farmers that also have
other members in the family working in
the cities, who can provide additional
income to the family in times of crisis.
And farming is a resource intensive
process. You need money to buy seeds,
fertilisers, pesticides, water, manpower,
electricity. You put in all the money for
resources and then depend on the rain
and climate to do their bit. When the
vagaries of climate take their toll, the
farmer has no way out. He is then caught
in the loan web to sow the next crop for
the next season.
Take the example of Vidarbha
where cotton, tur and soyabeans are
the important crops. Low levels of
groundwater and irregular supply of
electricity makes it very difﬁcult for
farmers. There is only 4% irrigation in an
area where the capacity for irrigation can
be as high as 65%. So the farmers have
to invest in tube wells, wells and pipelines
in an area which already has dangerously
low levels of groundwater. So why then
does farming become un remunerative
? It is this emphasis on cash crops,
overdependence on monsoons, low
productivity, poor irrigation facilities and
dependence on wells in an area where
the water tables have already gone down
coupled with poor electriﬁcation, which
makes it very difﬁcult for the farmer.
And do our policies make it easy for
him? No way! So what happens when the
farmer ends up with very less produce
and cannot get back an amount even
equal to what he has invested in his
farm? He has to look out for another

season of good harvest with which he
can support his family and continue
cultivation. He then falls into the trap of
procuring loans in the hope of a good
harvest next seasons.
With no guarantee of a good crop
even during the next season within the
limitations they have to face, the farmers
continue to borrow from money lenders
as they get money on demand. Getting
loans from banks and cooperatives
often takes long and they have to go
through agents at times, who demand
commissions.
It is our policies that have unfortunately
been unable to understand their value
and give them the respect they deserve by
treating them as beggars! Farmers caught
in this trap of cyclical indebtedness then
have no other option, but to resort to
suicide!
The farmer has to live up to certain
expectations of his caste and class. A
landowning farmer, even despite the
severest drought will not work as hired
labour. A medium land-holding farmer
believes he needs to celebrate his
children’s weddings at a certain scale. A
landless labourer’s daily wage is the only
way for her to feed the family. In many
instances, the landlessness is because of
caste. A certain class farmer want to own
a two-wheeler, another wants a mobile
phone.
This is exactly the way the rest of
society is structured and behaves look for parallels across geographies
and occupations. The only difference
is that every farmer doesn’t have the
fallback of 0% EMIs, political clout,
caste-consolidation, land ownership i.e. social, economic and political capital
that others in the population (even other
farmers) enjoy.
Why do you think this situation has
arisen? What are the real problem and
the ground level situation?
This situation has arisen only because of
the lack of sensitivity at the policy level to
understanding agriculture as an important
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occupation and not only as a revenue
generator but also as a food generator.
None of the policies seem to be designed
while keeping in mind the farmer and his
convenience. We have ignored irrigation,
there is no infrastructure provided to
take care of the produce from the farms
that can degrade fast such as onions and
other vegetables. These need cold storage
facilities, which still do not exist on a
large scale leading to massive wastage of
resources.
State and national policies are often
found to favour input-oriented markets.
Farmers are forced to buy genetically
modiﬁed seeds at high prices. Fertilisers
and pesticides also come at a price, which
farmers have to buy from companies. So
who beneﬁts? It is the manufacturers who
sell these at ridiculous prices and make
farmers dependent on these products.
Thus it is the manufacturing companies
of these agricultural products that stand
to gain while the farmer is left to his own
destiny. The governmental system also
brought in subsidies in agriculture which
have put the farmer into the additional
pressure of corruption by which an
average farmer has lost his belief in the
system. Water was also converted into
a commodity, and not as a common
resource to be utilised carefully by
farmers. This led to diversion of water to
dams, there was no effort to encourage
farmers to focus on harvesting water and
making it available at the local level. Focus
was diverted to cash crops like sugarcane,
pomegranate and other fruits while local
crops like jowar, bajra, oilseeds were not
equally encouraged. The groundwater
levels in the area are precariously down.
No efforts are being made to utilise the
short span of rainfall available to harvest
water and recharge the groundwater in
the region. The soil in the region has
also deteriorated with less capacity of
absorption due to high salinity.
Ultimately we need to remember that
farming is a tremendously satisfying
activity, it is a way of life for the farmers
and we have to remember that they do
July 2015
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the job of feeding us, which is considered
as a highly selﬂess activity in our culture.
We should stop looking at farming as an
industry that focuses on exploitation of
the soil and other resources such as water
to produce more and more for proﬁt.
It is an incredibly spiritual endeavour,
attained by being in tune with nature, and
using its resources with respect, care and
gratitude.
Steps taken by Government
Honorable CM Devendra Fadnavis
mention about the drought prone areas in
Maharashtra in recently concluded 11th
DR. Gadgil Memorial lecture organised
by MEDC (refer page No. 8)
Nearly 500 traditional structures to aid
water conservation that were built during
the 1972 drought are being revived as part
of a better water management strategy
by the state government. The estimated
budget for the project is not expected to
cross Rs 100 crore. At present, there are
100 works undertaken in full swing that
require a budget of Rs 20 crore and have
decided in next 5 years 20,000 villages
will be made drought free.
Chief Minister Devendra Fadnavis said,
“Let us not forget that our forefathers
were very wise. The methods they evolved
for water conservation are still relevant.
What is more interesting to note is that
with a minimal budget, we can maximise
water storage capacities in drought-prone
districts of Maharashtra.”

there are several factors highlighted
during the meeting with NABARD which
would require course corrections. He
also introduce the ongoing works of his
ﬂagship project, “Jalyukt Shivar Yojana”,
he exuded conﬁdence of overriding the
water crisis in state to a great degree with
better water management. This Abhiyan
aims at initiating permanent measures
to make the states drought-free by 2019
and to harvest rain water within the
village boundaries, thereby increasing
ground water levels It was conﬁned
to distant interior villages that have to
depend on tankers for water supply or
rely on rain for good ﬁeld crops. Under
Jalyukt Shivar Yojna there are 76,000
works underway across the state. The
districts with high mercury levels that
Fadnavis covered include the cotton
growing belt in Buldhaba, Akola and
Amravati districts. He also travelled to
Solapur (Marathwada), Satara, Kolhapur
and Sangli (Western Maharashtra) and
concluded the tour with the coastal
stretch of Ratnagiri district in Konkan.
Fadnavis said, “Every district has its old
water holding structures such as ponds,
big wells and canals that have been buried
because of neglect. We have undertaken
a massive drive with the help of local
authorities and public participation to

restore them.” Apart from the newlysanctioned ‘Jalyukt Shivar Yojna’ that
includes building cement bunds, nullas
and canals to channelise and hold water,
alternative stress on old and traditional
methods of water conservation has
been accorded higher priority by the
government.
At the villages of Yelmar, Mangewad and
Chormal in Solapur, Fadnavis said, “The
enthusiasm of the locals to undertake
water conservation works was heartening.”
He added, “In Sangola which is perennially
a drought-prone region, Wangewadi
stream is almost completed.” Similarly, at
Jakhangaon, Dahiwadi, Ranmala in Man
Taluka of Satara district, emphasis has
been laid on both construction of cement
canals as well as reviving ponds and wells
that have been abandoned.
Some of the critical points which are
under consideration included brining
50% if sugarcane crop under micro
irrigation. The government has agreed
that water policy should shift from water
consumption to water preservation
through devises like drip irrigation and
water sprinklers systems.

gangarsneha@gmail.com
Ms. Sneha Gangar-Gala is the Trainee
Economist in MEDC.

He added, “The three years of consecutive
drought faced by Maharashtrais an
outcome of policies that did not help in
effective water management.” Although
Fadnavis has declared Rs 7,000 crore
short term package and Rs 34,000 crore
long terms (spread over ﬁve years) to
tackle recurring drought, funds from
centre have been disappointing. A senior
cabinet minister said, “The delay in
release of funds from centre is a matter
of serious concern.”
While chief minister is likely to accord
higher allocations for the water resources
and agriculture in the 2015-16 state budget,
20
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MEDC – MAHA INFRA SUMMIT 2015

he
Maha-Infra
Summit
examines
the
business
of developing, ﬁnancing,
reﬁnancing and selling infrastructure
assets globally, focusing on learning
from
transactions,
identifying
new entrants into the market and
pinpointing future opportunity for
investment and ﬁnance.

interested in leading and supporting
improvement. Readings will be sent
to participants ahead of the meeting
to provide context for the seminar,
which will be designed around a
handful of questions for discussion.
Participants will be asked to share their
experiences, thoughts, and challenges
related to these questions.

•

Now in its 6th consecutive year, the
Summit is recognized for gathering
decision makers from the major
infrastructure
businesses
across
different global markets and all sides
of the deal table.

In summary, during this session,
participants will be able to:
1. Share experiences and ideas from
different countries on successful
models for leading and providing
support for improving each sector
at the national level, including
developing policies and plans for
improvement;
2. Exchange ideas on appropriate
infrastructures
that
enable
Ministries of Different Sectors
to lead and support health care
improvement;
3. Stimulate a thoughtful conversation
around this topic area which would
be helpful to participants in their
work in their respective countries.

•

About the Summit
The seminar is for leaders and policy
makers directly involved in policy at
national, international or government
level are taken into consideration.
Participants must be willing to actively
engage with discussions relating to policy
matters and to stimulate thoughtful
conversation throughout the day.
This ‘summit’ day had always focused
on how policy makers set national
priorities for improvement. It also
asked participants to collaborate on
how to achieve the priorities once set.
Discussion will be framed around how
certain policy can best support local
improvement.
We at MEDC, basically aim to develop
a consensus output statement which
reﬂects international policy maker’s
priorities.
This seminar presents a ‘thoughtful
conversation’ between those, who are,

Our main Focus:
We ask that you come to the table
ready to share examples of your
experience in policy development
and implementation. You will be
encouraged to actively discuss stories
and examples of improvement efforts
that you have been involved with, so
before to the seminar you may wish to
reﬂect on the following points as they
relate to your own work:
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•
•
•
•

•

Identifying
the
need
for
improvement
Setting improvement priorities
Developing infrastructure for
improvement
Approaches and methods of
improvement
Reﬂecting on the challenges and
successes
Impact of national policy at local
level
Lessons and recommendations
you can share with others

Objective behind MEDC to
conduct Maha- Infra
 To pinpoint new investment
opportunities and understand the
global pipeline
 Analyze recent deal structures &
deﬁne new ﬁnancing sources
 Meet the designers of awardwinning energy & infrastructure
projects
 Connect with the government &
project sponsors driving future
project development
 For the establishment of the new
economic society.
 We act as a facilitator between those
who want to undertake projects,
those who wish to ﬁnance them
and the government, so that, the
problem are kept to be minimum.
The Maha-Infrastructure Summit
advantages:
• GLOBAL – make one trip to
meet peers from over 30 different
sectors.
July 2015
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• INFLUENTIAL speaker
faculty attracts a
audience,
debating current board level topics
and deﬁning future strategy
• REPRESENTATIVE - With
over 450 attendees from over
200 companies of different
sector.
Maha-Infrastructure
Summit represents all sides of the
infrastructure deal table.
• INTERACTIVE - The MahaInfrastructure Summit agenda is
designed to ensure the beneﬁt
of all the expertise under one
roof, by giving them the bigger
picture via interactive panel
debates, key market data via
insightful presentations and faceto-face meetings via discussion
roundtables.
Intelligent Infrastructure
IT and automation are expanding
the potential of infrastructure
across the world. They are solutions
for sustainable power distribution,
efﬁcient trafﬁc systems and efﬁcient,
intelligent buildings are becoming
more ﬂexible and adaptable to new
conditions.
We need to include IT and Software
in our summit because; these topics
are a key factor in the development of
modern cities.
Software both standalone and embedded
is an integral part of almost every
digital product. With the know-how,
we can intelligently manage the masses
of data generated along the entire
infrastructure value chain, helping to
interpret data correctly. The automation
of infrastructure leads to increased
efﬁciency, lower operational costs, and a
reduced environmental footprint.
Across the world, comprehensive
infrastructure solutions already help
city planning, contributing to cities
that are more sustainable, resilient
and accessible. Integrated systems and
22
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automated technologies such as smart
grids, intelligent buildings and mobility
solutions to keep people on the move
help to create a smart infrastructure
built to last. Solutions from experts
can help to create metropolitan areas,
especially Mumbai worth living in places where people can enjoy a high
quality of life.
The topics should be included: As
cloud computing, convergence and
virtualization trends converge, IT
departments have been forced to
re-think their strategy and tactics.
Modern Infrastructure Events explore
the impact of these shifts on data
center infrastructure and provide
practical, tactical advice to guide IT
professionals in their decision making.
For an in-depth, vendor-neutral look
at the next generation of technologies
that are radically changing enterprise
IT and the data center. These are the
events that IT pros and architects go
to ﬁnd practical, real-world advice
to help them make decisions on
issues like how to move to the cloud,
modernize the data center and best
use virtualization. Complimentary
admission, no marketing hype!
Modern Infrastructure events are
geared towards IT professionals
and architects who are considering
architecture and operations issues
in light of trends like cloud and
convergence.
These are forums where you can ﬁnd
best-practices and strategic advice to
help you make decisions on issues like
moving to the cloud, modernizing
the data center and how to best use
virtualization. These events offer
practical, vendor-neutral guidance to
help you navigate through an everchanging IT landscape.
Infra - 2016:
Energy: in this we are including
both project developers and those

presenting the views of community
groups on how community support
can be achieved. Some of the key
issues the seminar will address will
include:
• The planning framework for
energy infrastructure projects;
• Building social support for energy
projects;
• Creating
sustainable
energy
communities;
• Best practice communication
methods;
• Developers’
approaches
to
stakeholder
engagement:
renewable energy, electricity and
gas infrastructure;
• Community gain considerations.
Also, we will focus on the area how much
energy is required, why we have energy
deﬁcit, why prices are more competitive
and how do we fulﬁll the deﬁcit.
Infrastructure: Cities are the engine
of economic growth and infrastructure
development is the fuel for that engine.
For instance, a new road that connects
an industrial development to a new
port would be hard to justify measured
simply by time saved in trafﬁc. But take
a wider view of increased productivity,
exports and jobs, and it becomes clear
that such a road actually provides
exceptional value.
Real Estate: The ﬁeld has been thrown
open to also include civic planning,
business promotion, urban regeneration
and a host of other approaches and
investments that may deliver a bigger
bang for the investment buck and – as a
result – greater economic development. It
is increasing at the rate of 37% per year.
Banks: Banks are just one part of
the world of ﬁnancial institutions,
standing
alongside
investment
banks, insurance companies, ﬁnance
companies, investment managers and
other companies that proﬁt from
the creation and ﬂow of money. As
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ﬁnancial intermediaries, banks stand
between depositors who supply
capital and borrowers who demand
capital. Given how much commerce
and individual wealth rests on healthy
banks, banks are also among the most
heavily regulated businesses in the
world. Also, international banks would
like to invest here so what should be
opportunities for them to contribute,
what climate should be given to these
kinds of banks and how customer
support can be generated.
Urbanization: Maharashtra has the
fastest rate of Urbanization in India.
According to census, rate of growth
of urbanization of the country is
31.06% per year where as Maharashtra
urbanization growth rate is 50% itself.
This shows that we are growing at the
fastest rate.
Now we have to focus that what need
to be done to ensure that the growth
should be proper.
Hospitality and Tourism is a
multidisciplinary ﬁeld of study with
the purpose of preparing people
with the expertise, commitment, and
skills for management, marketing,
and operations positions in the
expanding industry that provides
food, accommodations, and tourism
services to people away from home.
Tourism contributes 16.4% to
Maharashtra’s GDP but we cannot
ignore the fact that every year we have
more tourists in compare to any other
state in India. So, inspite of having so
many tourists still Mumbai has only
23% growth rate in tourism.
So we are supposed to build better
infrastructure in hospitality and
tourism and we should provide best
facility to the tourists.
Even hotels in Mumbai are too
expensive so we should have cheap and
best accommodation facilities here.
And thus we can raise the contribution

of tourism in Maharastra’s GDP.
Special economic zone is commonly
used as a generic term to refer to
any modern economic zone. In
these zones business and trades laws
differ from the rest of the country.
Broadly, SEZs are located within a
country’s national borders. The aims
of the zones include: increased trade,
increased investment, job creation and
effective administration.
India was one of the ﬁrst in Asia
to recognize the effectiveness of
the Export Processing Zone (EPZ)
model in promoting exports, with
Asia’s ﬁrst EPZ set up in Kandla in
1965. With a view to overcome the
shortcomings experienced on account
of the multiplicity of controls and
clearances; absence of world-class
infrastructure, and an unstable ﬁscal
regime and with a view to attract
larger foreign investments in India,
the Special Economic Zones (SEZs)
Policy was announced in April 2000.
Now we should think about the
problems in SEZ sector and should
work according to that.
Information technology is the
application of
computers and
telecommunications equipment to
store, retrieve, transmit and manipulate
data, often in the context of a business
or other enterprise.
Some of the advantages of
information technology include:
Globalization - IT has not only
brought the world closer together, but
it has allowed the world’s economy
to become a single interdependent
system. This means that we can not
only share information quickly and
efﬁciently, but we can also bring down
barriers of linguistic and geographic
boundaries. The world has developed
into a global village due to the help
of information technology allowing
countries like Chile and Japan who
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are not only separated by distance but
also by language to shares ideas and
information with each other.
Communication
With
the
help of information technology,
communication has also become
cheaper, quicker, and more efﬁcient.
We can now communicate with
anyone around the globe by simply
text messaging them or sending
them an email for an almost
instantaneous response. The internet
has also opened up face to face direct
communication from different parts
of the world thanks to the helps of
video conferencing.
Cost effectiveness - Information
technology has helped to computerize
the business process thus streamlining
businesses to make them extremely
cost effective money making machines.
This in turn increases productivity
which ultimately gives rise to proﬁts
that means better pay and less
strenuous working conditions.
Creation of new jobs - Probably
the best advantage of information
technology is the creation of new
and interesting jobs. Computer
programmers, Systems analyzers,
Hardware and Software developers
and Web designers are just some of the
many new employment opportunities
created with the help of IT. Etc.
Thus, we MEDC invite CEO and
Financial Organization to participate
in this International Infrastructure
Conference to make it a success. We
want you to join hands with us, so
that the maximum amount must be
invested and growth of the nation
occurs.
ananyaﬂyhigh@gmail.com
Ms. Ananya Prem Nath is the Trainee
Economist in MEDC.
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Some Reflections on
The Gold Monetisation Scheme
Dr. Ranjit Pattnaik

Introduction
The government of India has released
the draft Gold monetization scheme
on May19, 2015. Having mentioned
that the objectives of GMS are to (a)
mobilize the gold held by households and
institutions b) provide ﬁllip to the gems
and jewllery sector and(c ) to reduce
reliance on imports, the draft scheme
elaborates on the purity veriﬁcation
and the gold savings deposit account
with the banks. The Draft scheme also
mentions about the tax treatment and
the incentive mechanism to the banks
relating to CRR/SLR.
In the above context, it is pertinent to
note that the draft scheme has set the
tone for the GMS, however, some of
the vexed issues as set out below are still
unanswered.
 What is the estimate of idle gold?
 What is gold monetization process?
 What is the impact on various
stakeholders?
 How to sensitize the various
customers/ investors the beneﬁts of
these schemes?

households. Some of these estimates are
around 20,000- 22,000 tons excluding
the holdings with temples and trusts.
We undertook an exercise to estimate the
holdings using two different methods. As
per our method 1 the idle gold holdings
worked out to 14,265 tons excluding
temple and trusts.In the second method
as presented in table 2 we arrived at a
total of 24,650 tons.It may be noted
that method 2 is more realistic as it
includes families at all levels rather than
only middle class and above assumed
in method 1.The assumption of 20 %
unusable and damaged gold is based on
personal interviews at different socio
–economic levels. This is common for
both methods.
What is the Gold Monetization
Process?
The budget proposal contains three

schemes. One is gold deposit with a
compensatory interest, second is gold
bond as a ﬁnancial asset and the third is
a gold coin. Even though these schemes
are different from the view point of
investor preference, however, there are
elements of mutual conclusiveness in
terms of mobilizing the idle gold from
the public at large.
The idle gold which are possessed by
households, trusts and temples have four
categories viz; usable jewelry, unusable
jewelry, damaged jewelry and coins/
bars.
We have worked out an input- output
process which is set out in Table 3.We
agree with the draft scheme that for
assaying Bureau of the Indian Standard
(BIS) may be involved. In addition we
also suggest that MMTC may also be
involved.

Table 1:Gold Monetization – Estimate of Holdings
Method I : Percentage of Population*
Item
Total Population

1250 mn

Total Families

260 mn (4.8/family)

 How to address the taxation issues?

Percentage of Middle Class +

25%

 What is the institutional mechanism?
Should the schemes managed by
banks or a dedicated institution like
gold bank?

No. of Families

65 mn

 What is the regulatory mechanism if
banks are involved?
The present paper has addressed the above
issues relating to the operationalization
of the scheme.
What is the estimate of idle gold?
There are no accurate estimates of the
idle gold holdings in India. However,
experts have made some calculations
with the volume of gold with the
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Level

No. of families
(in millions)

Gold Holding
(gms)

Volume (tones)

Top 10%

6.5

1000

6500

Next 15%

9.75

500

4875

Next 25%

16.25

100

1625

Bottom Half (50%)

32.5

50

Total

65

1625
14625

Damaged / Unusable (20%)

2925 tons

Value 2925 Tons @ Rs 300 cr / Ton

Rs. 8,77,500 cr

Imports 800 T @ Rs 300 cr / Ton

Rs. 2,40,000 cr

No. of years imports

3.66 yrs

* Authors’ estimate; Excludes gold with Temples & Trusts
Maharashtra Economic Development Council, Monthly Economic Digest
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stakeholders.

Table 2 : Gold Monetization – Estimate of Holdings

How to sensitize the Customers/
Investors the beneﬁts of these
schemes?

Method II : NCAER Income Levels (2010)**
Item
Total Families (2010)

222 mn

Percentage of Families with gold

85%

No. of Families

187 mn

Level

Income

Rich (A)

No. of Gold Holding
families
(gms)

Volume
(tones)

>2.5 L p.a.

37

500

18500

2.1 – 2.5 L p.a.

21

100

2100

Climbers (C)

1.3 – 2.1 L p.a.

49

50

2450

Aspirants (D)

0.72 – 1.3 L p.a.

80

20

1600

35

-

Consumers (B)

Poor

-

Total

222

24650

Damaged / Unusable (20%)

4930 tones

Value 2925 Tons @ Rs 300 cr / Ton

Rs. 14,79,000 cr

Imports 800 T @ Rs 300 cr / Ton

Rs. 2,40,000 cr

No. of years imports

6.16 yrs

** NCAER Income Estimates; Excludes gold with Temples & Trusts

The ﬂow charts in table 3 depicts the
input and output process
What is the Impact on various Stake
holders ?
In the whole process of gold
monetization there are ﬁve stakeholders,
viz; customers, jewelers, government,
banks/mints, non-banking ﬁnancial
institutions( NBFCs)/
F i n a n c i a l
Institutions(FIs).
INPUT
The
customers
(households, temples
and trusts) will get
assured value, proper
caratage, transparency
in transaction and the
options of having
cash/deposit/bonds/
coins. Jewlers have the
beneﬁt of getting gold
without import besides
assured
caratage,
appropriate
pricing
without
exchange
rate ﬂuctuations and
lower inventory. The
government will have
the beneﬁt of lower

1)

Usable

import, lower current account deﬁcit
(CAD), and conversion of unproductive
assets to productive, thereby augmenting
ﬁnancial savings and economic growth.
Banks, NBFCs and FIs will have the
beneﬁt of gold in their investment
portfolio. The ﬂow chart as set out
in table 4 below explains in detail the
impact of gold monetization on various

3)

PROCESS
A)



Weighing



Caratage



Removal of stones

Unusable



Melting

Jewellery



Final weight



Final caratage

Damaged



Nett weight surrendered

Jewellery



Value @ current price


4)

The investors will be assured of
the secured safe and transparent
delivery under the deposit scheme for
procurement of physical gold. Anecdotal
evidence suggests that in India, the

Table 3 : GOLD MONETIZATION PROCESS

Jewellery
2)

The customers/ investors could be
sensitized about the beneﬁts of the
scheme in terms of pureness of gold,
transparency in weight, options for
deposit/bond/coins. The gold bond
could discourage the annual demand of
approximately 300 tons from physical
holding of gold in bars and coins and
thereby reduce pressure on imports The
investors should be notiﬁed that gold
bond need not have the physical gold to
be procured and stored as a back-up for
the bonds. As this could be a continuous
annual scheme with buyers and sellers in
the market, despite a speciﬁed maturity
period for each series of bonds. The
investors will be further notiﬁed that
these bonds will be tradable on the
stock exchange to make them attractive.
Alternatively, these bonds may be held
till maturity and redeemable in the bank
on maturity.

OUTPUT
1)

Cash – Less service
charge

2)

Voucher for jewellery

3)

Bonds..........

 Caratage charge



High Interest



 Processing
New Jewellery


Making charge



Cost of stones
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Redeem at par
(Rs)

b)
4)

 Removal of stones



Value (Rs)

Less
 Melting charge

B)



(7%+)

 Service charges

Coins / Bars

a)

5)

Bars / Coins



Gold (gms)

(Hallmark)



Low Interest (1
–2%)

Jewellery (Hallmark)


Redeem by
weight
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Table 3 : GOLD MONETIZATION PROCESS
CUSTOMERS


Assured value



Accurate caratage



Transparency



Options of

JEWELLERS




Service charges
income

Lower imports



Lower CAD

No forex ﬂuctuations



Lower smuggling

Assured caratage



Lower cost of policing

Cash
Voucher



Jewellery



Bar / coin



Easy (regular?) supply



Bonds





Alternative assets

Price at prevailing
rates



Liquidity



Lower inventory



No malpractice



Lower risk



Get rid of ‘junk’ jewellery

gold and jewellery business is highly
fragmented and unorganized and nearly
96 per cent is family-owned business.
According to different estimates, there
are about 16,000 gold dealers, 4,50,000
goldsmiths, and more than 2,00,000
jewelry outlets, in addition to diamond
jewelers. To successfully implement
the deposit scheme, the investor will
be notiﬁed about the network of goldpurity veriﬁcation centers; fabrication
facility; and storage and distribution
services.
The investors may be assured of purity
by a process of hallmarking of gold and
gold jewellery as elaborately set out in
the draft scheme.
We may add that the people living in
rural areas should be made aware of
the availability of gold-backed ﬁnancial
products or not having accessibility to
invest in such gold-related products
through print and television media.
How to address the taxation issues?
According to the draft scheme the
similar tax treatment (exemption from
capital gains tax, wealth tax and income
tax) as applicable to the gold deposit
scheme (1999) will be applicable to the
proposed GMS.
In our considered view, to address
the vexed problem of taxation, the
Government could consider a provision
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Gold for reserves









Gold without import
duty





GOVT

at airports




MINT / BANKs


Higher sales of

NBFC’s / FI’S


Lower

hallmarked coins

business

/ bars

volume of
loans



Easy supply of gold



(-ve)

Lower interest
rates (-ve)



Gold of

Converson of

assured

unproductive to

quality as

productive assets

collateral

Higher investment &
consumption



Higher growth

that gold monetization of 100 grams or
less would not require any identiﬁcation
documents. As the scheme operates
through banks, any amount of gold more
than 100 grams should be monetized
through the individual’s bank account.
Though the current rules stipulate that
PAN card number is mandatory beyond
a limit of Rs. 5 lakhs for ornament
purchases, anecdotal evidence revealed
that many jewelry shops break that norm
.There is a strong need for plugging
these loopholes to increase transparency
in gold deals. Once this is implemented
the investors will be attracted towards
gold bond/ deposit schemes

manage these schemes through the
network of banks and NBFCs.

What is the institutional mechanism?
Should the schemes managed by
banks or a dedicated institution like
gold bank?
A perusal of the earlier literary works
/ working groups in Indian context
reveal that there are various suggestions
regarding the institutional mechanism.
One view is that there should be a
dedicated organization like Gold Bank
or Gold Corporation to manage these
schemes. It is suggested that transaction
and administrative costs will be very
high for channelizing the idle gold
through such a dedicated institutional
arrangement. Instead, for administrative
convenience as also cost effective
transactions it will be appropriate to

To conclude, the schemes as mentioned
above have immense beneﬁts in terms of
augmenting ﬁnancial savings through the
process of disintermediation of physical
savings of gold. The economy will get
the beneﬁt of dormant and unproductive
assets to productive assets. This, in turn,
will help in facilitating the economy to
move towards a higher growth trajectory
which is acritical requirement in the
current juncture. Besides, some cushion
will be there for gold import. Apart
from this, there are potential beneﬁts to
depositors/ investors, jewelers, banks,
and government in terms of transparency
in transactions

What is the regulatory mechanism if
banks are involved?
In case of regulatory mechanism,
it would be appropriate that these
schemes as managed by banks/NBFCs
may be regulated by the RBI. It may
be recalled earlier there was a GOLD
CELL in the RBI. The same may be
revived. Guidelines may be issued to
banks in respect of CRR, gold deposit
mobilization and loans. The Chinese
model of regulations on administration
of gold and silver policy of Peoples of
Bank China could be helpful.

ranjitkpattnaik@gmail.com
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Global Trade and
Investment Trends...
Dr. Prakash Hebalkar

This column focuses on trends in trade and
investments in the past month.
First, the good news is that Japan’s
economy may have started growing
again after decades if stagnation.
Japan’s economy grew at a faster
pace than initially estimated in the
first quarter, on a stronger pickup in
business investment and inventory
build up. Gross domestic product
expanded an annualized 3.9%,
more than a preliminary 2.4%,
according to revised data from the
Cabinet Office. The median forecast
of 26 economists surveyed by
Bloomberg was for 2.8% growth.

In an interesting paper by Ajay Shah1
published very recently, it is pointed
out that the numerous arrows shot
by Dr Subbarao of the Reserve Bank
of India at the currency market in
defence of the rupee in 2013 were
largely ineffective in affecting the
exchange rate which seem to reflect
the strength of the USD vis a vis the
weakened Euro (on account of their
chaos which eventually led to their
start of a Quantitative Easing of their
own), rather than any consequence of
these arrows.

be argued that not all of it is short
term, permitting rollover of the rest
upon maturity but that is a function
of the global situation at that time
(e.g. Sudden stops) and it may not
be prudent enough to be unable to
cover that obligation with reserve
assets, let alone permit greater
borrowing overseas as done recently.
The fact that much of that borrowing
is left unhedged “to save money” is
another risk of privatised benefits
and socialised losses if it leaves
domestic lenders on the hook.

This has lessons for the future
inasmuch as future attempts to move
the exchange rate are concerned in an
increasingly open economy.

Thanks to the persistent deficits
on current account year after year,
our net international investment
position has deteriorated from
negative $50 bn at the end of
March 2008 to negative $350 bn
now, 17% of GDP, one of the
world’s highest ratios -- despite
“record” reserves. The outstanding
portfolio investment was $210
bn at the end of December 2014.
Source: A.V. Rajwade ibid

“Japan is in on a trajectory
for a recovery,” said Taro Saito,
an economist at NLI Research
Institute. “The Bank of Japan must
be relieved with today’s report, as it
signals there’s no need for them to
do more now.”
Prime Minister Shinzo Abe is
pushing Japan Inc. to plow more
of its cash hoard and record profits
into an economy that faces a
shrinking population and mounting
debt. Investment remains below
2008 levels, consumer spending is
still weighed by last year’s sales-tax
increase and high inventories risk
denting growth this quarter. The
increase in inventories was the
main force driving the economy in
the first quarter, adding more to the
expansion than capital expenditure
or consumption. Source: Bloomberg
June 8, 2015

In another piece, A.V. Rajwade2
has pointed out the worry that the
country’s net overseas borrowing
is in excess of our reserves. It may
1 http://ajayshahblog.blogspot.in/2015/06/lessonsfrom-indian-currency-defence-of.html

2

http://www.business-standard.com/article/opinion/chaos-theory-and-minimum-alternate-tax115042800194_1.html
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Mumbai : The Reserve Bank of
India extended the window for
airline companies to source working
capital loans through the offshore
borrowing route until March 31,
2016. The RBI had earlier extended
external commercial borrowings
(ECB) under the approval route
until March 31, 2015 from
December 31, 2013. The RBI also
said eligible borrowers can access
ECB for affordable housing under
the approval route, for the ongoing
financial year 2015-16. Source:
Thomson Reuters June 2015
The recent U.S. supreme Court
decision in support of the US
Affordable Care Act or known
by it’s nickname, Obamacare, to
restore its validity despite numerous
obstructionist cases by Republican
states is an important opportunity
for India’s outsourcing industry.
Unlike the IT industry, The Indian
healthcare industry has NOT taken
up adequately the huge opportunity
to apply its efficiencies to lower

the cost of health care in the USA.
The assembly line methods of the
Shankar Netralaya and the efficient
Operating Theatre usage of Dr
Shetty’s Narayan Hridayalaya are
not being translated as IP-led nearsourcing or outsourcing, using the
newfound strategic friendship of
the USA, to help the middle class
which has been experiencing
lower real incomes over the years.
The availability of insurance at
affordable prices for this segment
as a consequence of this judgment
makes this opportunity even more
attractive.
The Supreme Court handed the
Obama administration a significant
victory on Thursday, when it upheld
a key provision of the Affordable
Care Act that allows the federal
government to keep distributing
subsidies to help low-income
Americans buy health insurance.
But the decision’s ramifications go
far beyond an immediate win for
President Barack Obama and the

law. The Supreme Court’s ruling
firmly entrenches the Affordable
Care Act as the law of the land,
leaving no room for a theoretical
future Republican president to
undo major pillars of the law in an
executive fashion.
“The decision leaves no wiggle
room for a future Administration
that might have wanted to end
the ACA’s subsidies,” Larry Levitt,
senior vice president at the Kaiser
Family Foundation, told Business
Insider after the ruling.. Source:
http://www.businessinsider.in/
The-real-reason-why-the-SupremeCourts-Obamacare-r uling-is-soimportant/articleshow/47843027.
cms
profitechconsultants@gmail.com
The author is a Public Policy
consultant and President of
ProfiTech, a strategic consultancy
also Member of the MEDC
Economic Digest Committee.

Appeal to the Members
for the Payment of Annual
Membership Fee for the year
2015 - 2016
Dear Members
The MEDC is grateful to its Associate
and Constituent Members, who have
paid their Membership Fee for the
current financial year (2015-2016)
The MEDC requests its Associate
and Constituent Members (those who
have not yet paid their membership
fee), to make the payment at an early
date before 31st July 2015 to enable
us to update the data of members for
the year 2015-2016.
Your early action in this regard will
be highly appreciated.
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Make in India

Role of ‘Make in India’ in Job Creation

Where Is the Job Growth Potential?

Part - II

1

From Indian economic perspective,
policymakers should aim for two job market
outcomes. The ﬁrst is to accommodate the
continued shift of workers out of agriculture.
In this regard, almost any job they take will
increase their productivity and income. Thus
far the economy has supported sufﬁcient
low-salaried jobs to sustain employment.
The lack of prospects for productivity
growth in these uncompetitive, largely
untraded sectors means this objective alone
is insufﬁcient for the long-term health of
the economy. The second is to shift the job
structure to more competitive industries.
Once this quality was thought to belong
exclusively to the formal manufacturing
sector. Countries like India have led the way
in proving, however, that modern services
can operate as elevator industries in the
same manner. As productivity improves, the
gain is typically shared through rising wages.
These jobs should provide a path to future
wage growth.
Firms in these sectors are also more likely
to use formal employment arrangements,
including beneﬁts. Relative to informal, lowsalaried jobs, these jobs provide a greater
degree of stability. For the poor, who face
many sources of uncertainty, job stability
can bring tremendous beneﬁts in terms of
planning and access to credit.
Manufacturing
The core policy debate on job growth in India
centers on the potential of manufacturing
to provide large-scale quality jobs. The
argument begins back with Simon Kuznets
and the fact that every developed country
went through a period when manufacturing
dominated output and employment. In
the last century manufacturing-led growth
in Japan, South Korea, and Taiwan was
characterized by high investment ratios,
small public sectors, export orientation,
labour market competition, and government
intervention in economic matters. No other
path to a fully developed economy has been
blazed, and those currently making the best
progress, like China, are following the same
route.
Despite the fact that only one well-worn
path exists, India sits so far off the path
1

Source: James A. Baker III Institute for
Public Policy Rice University- Can “Make
in India” Make Jobs?, Dec. 2014

that it can be difﬁcult to imagine how it can
reach it. Economies with a dominant service
sector have not seen manufacturing return
to dominance. Further darkening the vision
of a manufacturing-led path for India is the
common mistake of examining India’s whole
manufacturing sector, rather than limiting
the analysis to the formal sector. Since the
inception of the Industrial Revolution,
competitiveness in manufacturing has meant
scale, both in size and sophistication of ﬁrms.
India’s informal manufacturing sector holds
little promise for the kind of rapid growth
needed for structural transformation. But
omitting informal ﬁrms from the calculation
completely changes the picture.
The strongest argument in favor of pursuing
the manufacturing path is India’s labour
force. Most of the economies that relied on
manufacturing for development began with
relatively poorly educated, predominantly
agricultural workforces. They started by
developing labour-intensive industries like
textiles, toy making, and low-end electronics
assembly, which capitalize on the large,
cheap, low-skill labour force.
Indeed, India’s labour force appears wellsuited to manufacturing employment at
the bottom of the value chain. About
33 percent of the labour force has no
education, and therefore probably remains
unemployable for factory work. This
proportion is expected to decline over time.
On the other hand, those with primary and
secondary education—the prime labour
pool for manufacturing—should remain
about 60 percent of the labour force for the
foreseeable future.

MEDC Research Team

market share enjoy over India is a highly
favorable capital-labour ratio. The large
amount of capital investment East
Asia received was a leading factor in its
development of manufacturing. It has
also accumulated years of invaluable
experience India cannot so easily replicate.
Skeptics argue India would require a
major shift in the amount of FDI ﬂowing
into manufacturing to acquire both the
capital and know-how to jump-start a
large export industry.
• Another advantage for established
exporters is global supply chains, though
the arguments run in both directions. On
one hand, some argue today’s exporters
are already well integrated in a way
that makes new entry difﬁcult. On the
other hand, global supply chains make
manufacturers more skillful, able to shift
operations quickly to the next market
to offer lowermost wages. Hence, in
the absence of rapid development of
infrastructure and skills, manufacturing
will prove volatile and short-lived.
• There is concern that the success of
the service sector will impede the
competitiveness
of
manufacturing.
Finally, manufacturing may no longer
be the global growth engine. Services
have been growing, not just as a share of
global GDP, but also as a share of trade.
These skeptics of the Indian manufacturing
takeoff essentially argue that the gains from
pursuing greater manufacturing will not be as
great as hoped. Fortunately, there are good
reasons to believe they can be overcome.

The ﬁrst is the policy environment. Formal
manufacturing is signiﬁcantly more exposed
to adverse policies than the modern service
sector. Further, it is much more reliant on
the government delivery of public goods
like infrastructure. Probably, removing these
obstacles could facilitate vigorous growth.

First, the basic premise of a manufacturingled growth strategy is removing constraints
to the point that labour-intensive
manufacturing becomes competitive. With
the large, low-wage semi-skilled labour force
at hand, probably that is not impossible.
Once competitive, investment, both foreign
and domestic, should follow. Vietnam and
Bangalore have recently succeeded on
exactly that basis.

The second constraint is the adverse
environment for new entrants to the global
manufacturing supply chain. Many observers
argue the window for serious manufacturing
growth in India has closed for several
reasons.

The ﬂexibility of supply chains works in
India’s favor as a new entrant. It must start
off as the low-wage leader to steal market
share. As Chinese manufacturing becomes
more expensive, ﬁrms are looking for new,
cheap labour forces.

• One large advantage that competitors
who have already established signiﬁcant

Perhaps most importantly, India possesses
an advantage that no other country besides

Two major types of constraints faced by
the formal manufacturing sector:
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Make in India
China can compete with: its potentially
massive domestic market. Shifting operations
to India not only allows access to its labour
force, but also provides a privileged position
from which to access the domestic market.
For instance, the attractiveness of servicing
the domestic auto market is a large reason
why many auto parts ﬁrms operate (capitalintensive) export-oriented operations from
India despite a difﬁcult business climate. This
bonus will help India cross cost thresholds
more easily, potentially overcoming other
disadvantages like the Bangalore Bug.

also exists that reducing regulations increases
creation of formal-sector manufacturing
jobs.

Overall, improvements in the business
climate through improved infrastructure
development and regulatory reform could
dramatically change the viability of largescale low-value manufacturing. Hence,
formal manufacturing could see a sharp rise
in both output and employment growth.

Facilitation of Land Acquisition
Infrastructure and manufacturing are
particularly exposed to land acquisition
problems due to their land-intensive nature.
Three key factors make the private market
for land particularly difﬁcult in India. Land
records in India are inaccurate, outdated,
and not comprehensive—several states have
not revised cadastral surveys since colonial
days—leading to tremendous confusion and
conﬂict when transferring ownership. This
difﬁculty, like inadequate infrastructure,
impacts every layer of society. For instance,
local governments cannot use their land
banks as collateral to borrow for capital
expenditure because they have no accurate
records of their large holdings.

Adequate Reforms in Manufacturing
Sector2
Having explored the economic potential
that could be attained if “adequate reforms”
occur, deﬁning what constitutes “adequate”
must be the next task. The list below
highlights the three most critical components
for the sake of establishing priorities, but
does not dive into the analytical detail
available elsewhere.
While all components listed below would
help improve the business climate, they
would do so over different horizons. Some
are more ready to implement, with changes
of a ﬁnite number of laws and regulations.
Others require deeper changes to wellestablished governmental relationships and
processes, necessitating skill, endurence, and
conﬁdential knowledge of the bureaucratic
machinery. The reforms suggested here are
presented in order of “shovel-readiness” or
how quickly they could be implemented if
political barriers were not an issue.
Reducing Labour Regulation
Labour reform stands out as such a singular
impediment to manufacturing job growth
that it deserves particular attention. India
has among the strictest labour regulations
in the world. Labour regulation does not
stand out only because of its complexity or
stringency. It stands out because it links so
directly to job creation. Of all the typical
explanations for the failure of labourintensive manufacturing to take off in India,
excess labour regulation has the largest body
of evidence establishing causality. Evidence
2 Source: James A. Baker III Institute for Public Policy Rice University- Can “Make in India” Make Jobs?, Dec. 2014
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Labor regulation deserves to be singled
out because of the uniﬁed and powerful
political forces pushing to preserve it.
The great challenge here is not identifying
the reforms or writing new rules, but the
political art needed to carry them out.
Many compromises will be required to
implement the agenda without inciting
heavy opposition.

Tax administration encourages “black
money”—unofﬁcial side payments to avoid
stamp duties on the purchase of land. Failure
to perform independent tax assessment
means the ofﬁcially recorded transaction
value never gets questioned. This creates
uncertainty about the market value for land.
Without a reliable source of price
comparison, unsophisticated landowners
bear inordinate risk when selling to large,
sophisticated counterparties. The disputes
that commonly ensue risk lengthy legal
uncertainty and politicization.
Solution: The solutions to these three
problems appear much more straightforward
than they are. One complication is that land
is such a widely held asset that policies
surrounding it quickly become politicized.
For instance, the Land Acquisition,
Rehabilitation and Resettlement Act of
2013 attempted to address these issues.
Political compulsions limited its measures
to a series of workarounds rather than
applying direct ﬁxes. Unable to force
states to ﬁx land records, it takes a broad
approach to compensation and adds layers
of conﬂict management processes. The
process of converting agricultural land
gains some clarity under the act, but under
conservative restrictions. The act applies an

overly simplistic pricing scheme to address
the uncertainty about true land prices. The
net result is to greatly increase the cost of
land acquisition, and hence further hamper
the development of manufacturing and
infrastructure.
In a less politicized environment, the
solutions would include copying best
practices from states that have utilized
technology to record and digitize land
records. Land use regulations would be
rationalized to balance the needs of existing
landowners with the long-term needs of the
communities and regions affected. Ideally,
that rationalization would take place at the
state level with local participation, rather
than a single nationwide policy. Finally,
reﬂecting the points below on businessgovernment relations and accountability,
effective government processes would be
established to enforce land-use regulations
consistently and to implement independent
tax assessment processes to prevent
circumvention of land value taxes.
Of course, this idealized, less politicized
environment does not exist, and further,
each of these issues involves multiple layers
of government. Hence, land acquisition will
likely remain one of the thorniest problems
facing the Indian economy.
Improvement of Business-Government
Relations
A country’s business climate results from
a complex ecosystem of private sector
operators interfacing with the government
at many points. Reducing the friction of
business-government interactions requires
an all-round approach.
• The tax burden can be lightened by
introducing a single, nationwide goods
and services tax. This will also facilitate
trade across states.
• Interaction with bureaucracies requires
faster uptake of online processing
options, reduction of points of contact
through single-clearance windows, and
winnowing of outdated regulation.
In my point of view some reforms will be easy
to implement indeed the Modi government
has already made a good start but others
will require investigation, creativity, and
persistence to identify business-friendly
rules, laws and regulations for meeting
necessary public policy objectives.
rajshreejain1992@gmail.com
Ms. Rajashree Jain is the Trainee Economist in
MEDC.
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NEWS in MEDC
Discussion meeting with ‘Shri Ashok Gajapathy Raju,
Hon’ble Union Minister for Civil Aviation, 23 June 2015, Mumbai
Cdr. Dipak Naik, President, MEDC
explaining the details about MEDC’s
forthcoming
‘Mumbai
Aviation
Business Show’ to Shri Ashok
Gajapathy Raju, Hon’ble Union
Minister for Civil Aviation at State
Sahyadri Guest House. Mrs. Meenal
Mohadikar, Vice-President, MEDC
and other officials from MEDC and
MM Activ also accompanied him.
Hon’ble Minister shared his views on
this unique show. He also ensured us
to give possible support from Ministry
of Civil Aviation for this show.
Brahaman Shikshan Mandal’s, Brahaman
Vidyalaya, Thane is celebrating its
Golden Jubilee year. Golden Jubilee
Year Inaugural Program was organised
on 17th June 2015. Cdr. Dipak Naik,
President, MEDC was the Chief Guest
at the event. Prof. Dattatrya Borvankar,
President of the Brahaman Shikshan
Mandal, felicitated him. Mr. Kedar Joshi,
Secretary and Mrs. Namita Soman,
VP, Brahaman Shikshan Mandal was
present on the dias. Cdr. Dipak Naik
spoke about the Child Education System
on this special occasion and appreciated
the work that teachers are doing for their
students.

TRIBUTE TO
DR. S.B. SAKHALKAR
MEDC All Governing Board
Members, Staff Members
would like to express our
deep condolences on the
sad demise of Dr. S.B.
Sakhalkar., Ex. Executive
Director, MEDC. He served
from 1964 to 1995.

ﬁg.1 : Contribution of Different Sectors
in Maharashtra’s Economy

Dr.
Sakhalkar’s
contribution in the growth of
our organization is acknowledged by every one of
us in the MEDC. The history of MEDC shall for
ever carry his unique mark of leadership.
May his soul rest in peace and may his family
derive the strength to bear his irreparable loss.....
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