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E

conomics and market dynamics are too complex to
predict. Just as we start perfecting a new found strategy
to achieve growth; the rules of the game are changed
by a player outside the field. We have all praised globalization
as a key to success. Now we are learning that it also makes
us susceptible to the rise and fall of international industry,
services and trade. The 2008 US crisis became a global issue.
The Indian industry and service providers suffered. The soft
ware, KPO and BPO took a severe beating followed by the bankers. However the
orthodox banking followed in India kept us on the brink and saved us from the
melting pot.

The real effect will be seen a few months later and will be dependent on the
volume of trade that various nations have with China. China accounts for around
one-third of all exports for Australia. China is the largest trade partner for SubSaharan Africa. Angola, the Democratic Republic of the Congo, Equatorial
Guinea, Republic of Congo, and South Africa account for three-quarters of all of
Africa’s exports to China. Latin American exports to China have risen to account
for a record 2% of the GDP of the region. Germany accounts for the bulk of EU
exports to China. German exports to China are about 2% of the GDP. China is
the second-largest trading partner of the EU after only the US. So, a slowdown in
China will certainly affect Europe.
In contrast to this dependence, exports from the US to China are less than 1%
of GDP. That stands in contrast to Japan where exports to China accounts for as
large as large as 3% of GDP. As China’s growth slows, its imports have fallen
by 8% from a year ago, as per the latest data for July and by 6% in June. The
markets some how sway more on emotion than on facts. It washed out investor’s
capital in Indian stock markets by a large chunk in a day last month. These sudden
unpredictable bear and bull runs are common but unreal. This brings us to a point
to ponder about our dependence on world markets and economies.
We as a nation will have to draw out our country / region specific strategy for
capping limits of both imports and exports. While promoting exports augurs well,
it has to be ensured that these exports are diversified to different countries and
regions, to reduce the proverbial number of eggs in the same basket. We feel that
there is a strong case for putting all the wisdom of economic thinkers together to
work to predetermine the required growth rate as against reaching out to higher
and higher growth rate. We feel that exports and imports to and from our country
need studied cap as a percentage of GDP. More importantly this may be a good
warning for us to modify our “Make in India’ campaign in to “Make in India for
Use in India” Swadeshi raw material put through Swadeshi process for Swadeshi
consumption. After all, one fifth of humanity lives here in our very own Bharat.
Cdr. Dipak Naik, President
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Draft Housing Policy - VI

T

he task of bringing the prices
of affordable housing within
the reach of EWS/LIG/MIG
requires certain other measures also.
One such measure may be exemption
of the profit from the affordable
housing project, accredited as such
by regulatory authority, from income
tax. For this purpose, the affordable
housing needs to be specified as
housing unit of 25 sq. mtr. for EWS,
housing unit of up to 45 sq. mtr.
for LIG and up to 60 sq. mtr. for
MIG under the affordable housing
scheme. Even the GoI should be
requested to give concession in excise
duty for the cement and steel used
for the affordable housing project,
accredited as such by regulatory
authority. Similarly, concession in
VAT and stamp duty also need to be
considered while from developer side
the low price cap as in Rajasthan
policy should be mandatory. This will
make the price of affordable housing
unit really affordable to the needy
and eligible persons.
While the need to exempt affordable
housing projects from the provisions
of the Income Tax Act is well taken,
to restrict the needs of people into
25 sq meters for EWS, 45 sq meters
for LIG and 60 sq meters for MIG
is a suggestion which will come
under severe criticism. While 25 sq
meters, 45 sq meters and 60 sq meters
could be the minimum area for the
respective income groups, to restrict
the persons from this group to areas
under the policy would come in for

much criticism.
Our experience shows that some of the
houses which have been categorized
as slums and have been built
exclusively for economically weaker
sections are presently occupying more
than 100 meters and in some cases
more than 200 meters and above.
Those occupying such large area
will naturally be reluctant, if their
entitlement is restricted to 25 sq meters.
Moreover, the restrictions of the areas
are generally kept to ensure there is
minimum pressure on infrastructure.
The pressure on infrastructure comes
due to density and not due to areas
occupied. If in a 25 sq meter house
there are 15 people living, then the
pressure on infrastructure would be
acute. However if the same 15 people
are given larger premises, and they
can afford to buy such premises,
then there is no further increase in
pressure on infrastructure. We have
time and again explained this aspect
to the government but they do not
seem to understand. With progressive
education policies we have seen
young engineers and doctors grown
up with their parents in the EWS and
LIG sections as well. They have deep
connections with the residents, as they
have grown up in these areas. If there
is restriction on the area which can
be occupied, they will be forced to
sell their part of the housing and go
elsewhere. The net result will be that
the community will be deprived of the
services provided by such professions.
The solution therefore lies in making
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provisions for incremental housing
in the EWS, LIG, MIG, HIG groups
so that the needs of the residents can
be squarely addressed. Concession
on excise duty for cement and steel,
concession on VAT and Stamp duty
etc. shall have a positive effect,
provided they are not misused.
In order that the affordable
housing availability goes up as per
requirement and planning, it is
necessary that the approval processes
in the ULBs need to be brought down
to only three levels in any approval
process. Further, for each approval a
check list of documents to be included
must be prescribed. At each level the
responsibility of specific employee
also needs to be prescribed and that
employee should be accountable for
the results at that level. The entire
process of approval needs to be IT
enabled so that an application for any
approval / NOC gets registered online
and the appropriate time limit starts
from that online registered date. The
IT system should be so devised that an
incomplete application shall not be
accepted by the system. The timelines
need to be specifically laid down for
each level in the process of approval.
A deemed approval provision where
decision / approval in the prescribed
time limit does not come forth also
needs to be incorporated in this
regulatory framework with a rider
that in case of deemed approval
regular approval will have to be
issued by the concerned authority as
September 2015
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fast as possible. However, no deemed
approval will entitle any entity or
authority to claim protection for any
wrong doing and any wrong doing
shall be severely dealt with.
In order that the available housing
which is vacant as well as the plots
that are vacant should be put to use,
there should be double taxation for
vacant plots and flats. This will deter
the tendency to maintain the plot and
the flat vacant for speculative gains.
Approval processes need to be
completed faster but the main thing is
the speed money that has to be paid for
getting approvals by setting timelines.
We may hasten the processes but how
does one ensure that there is no rent
seeking for approvals? It is common
knowledge that there exists a list which
is popularly called “The Menu”. This
list clearly states the rate per sq feet
for approvals of certain kinds. Every
single type of approval has been
stated and the corresponding amount
is also mentioned. The government
authorities should understand that this
rent seeking happens because those
involved in the processes of approvals
are well aware of the windfall gains,
that the developers are likely to get.
The approving machinery seeks a share
in this windfall. If multiple solutions
are given and affordable housing is
incorporated in all redevelopment
schemes then the windfall profits
may not be so obvious and this itself
may have sobering effects on the
machinery. The solution therefore is
to provide several options to choose
from, especially in redevelopment.
The beneficiaries can choose from the
options and the system will be much
better than what we see today.
Besides above, large housing stock
can be developed by the MMRDA
under its scheme for rental housing
at locations having speedy and better
6
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connectivity from these identified new
locations to the nearby existing metro
/ urban areas along-with necessary
civic and social amenities. This rental
housing can be in two parts – (1)
Shared rooms and (2) Dormitories,
so that the affordability gets factored
in. Apart from the quality of life, the
availability of economic opportunity
and connectivity must also be
inclusive parameters for proper
rental housing. In this respect the
present RH scheme of MMRDA
needs revision.
The housing policy seeks to
reintroduce the rental housing scheme
which was discarded by the MMRDA
not very long ago. They have divided
them in two parts i.e. first is shared
rooms and second is dormitories.
Dormitories for new entrants in the
city is something one can understand,
though shared rooms and dormitories
will have serious problems when it
comes to maintenance. Our experience
has shown that houses given to
project affected persons which have
been handed over by developers
under the 3.11 scheme of the SRA
have huge problems of maintenance.
When ownership scheme cannot be
maintained well, since the quality
of construction is very poor, how
can rental housing be maintained?
One does not have to be an expert to
anticipate the results of such schemes.
The government will have to spend
more money on maintenance than
the rent collected. If the collection
of rent and maintenance is left in
private hands, then the situation is
likely to be worse. The developers
will build the rental housing in
return for other incentives. Once the
incentive are taken and the free sale
area available under the incentive
is sold, then the developers pack up
and even the company constituted for
the purpose is shut down. We have
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seen innumerable cases where it is
difficult to trace the developer and the
company developing projects meant
for the urban.

The rental housing scheme in
MMR has been entrusted by the
government to MMRDA as project
implementing agency. The earlier
scheme implemented is seen to be
wanting in respect of connectivity,
livelihood opportunity and quality
of life requirements. It seems to
be revised by the government vide
notification in December 2014. While
implementing the Rental Housing
Scheme as per the detailed design
package of the scheme of MMRDA,
some changes may be incorporated
in view of the experiences so far.
The private developers, willing to
go ahead with the Rental Housing
Scheme, who have their own land
available for this scheme may be
permitted to implement RH scheme
as per modified/ revised MMRDA
design / package of this scheme. The
management and maintenance of this
Rental Housing Scheme by private
developers shall be shouldered by
the private developers or NGO on
the same terms and conditions as the
MMRDA is doing.
Given the MMRDA’s experiences, its
capacity to maintain such schemes is
just not there. Leaving it to private
developers as stated above will make
things worse.
The affordable rental housing
scheme on the lines of the MMRDA’s
scheme may be encouraged on
private lands with cap on rental to
be charged and the density of such
housing. Since in this case the private
land is to be into put to use slightly
higher (0.5) FSI may be considered
solely for rental housing at 75% of
Ready Reckoner. These rental houses
shall be managed and maintained by
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the private developer, who shall be
answerable to the Collector for this
purpose.
Incentive FSI given to developer for
providing rental housing will definitely
result construction of inferior quality
and giving it to developers to maintain
and manage and making the collector
responsible will create more problems
than solving them.

have survived deaths in the family
or been abandoned due to unforeseen
circumstances should be left to beg
on the streets. We need to think about
more innovative ways to manage this
issue by empowering NGOs who are
dedicated to help the destitute and the
homeless.

As per Government of India the
homeless / destitute in society also
need to be taken care of. The rental
housing option as night shelter for the
destitute is suggested by Government
of India which may be adopted by the
State Government. The concessional
rental may be considered for the stay
with reasonable restrictions for stay
by destitute in such shelter. These
shelters shall be maintained and
managed by the ULBs.

The night shelters to be developed
through the funding of GoI, state
government and ULB shall have
restrictions on stay / tenure on
user charges and maintenance.
The maintenance shall be with the
ULB / MHADA/MMRDA/ private
developers/NGOs.
The
detailed
scheme in this regard as outlined
by GoI under National Urban
Livelihoods Mission’s document may
be adopted with the condition that the
users charges shall not be nominal
but shall be at least on “no profit no
loss” basis. In first five years, GoI is
going to provide up to 90 % O&M
cost. This will enable the public
agency to manage the shelters during
this period and develop a fund for
maintenance which will be used after
five years as corpus for maintenance.
The ULBs need to be assisted to build
the capacity for managing shelters.
Moreover in case of any differences
of opinion between ULB and
MHADA Divisional Commissioner
/ Collector concerned shall arbitrate
in that case and his decision shall be
final.

The homeless/destitute in society
needs to be taken care of and in
this regard night shelters have been
suggested. The idea of night shelters
has not been new. However they
generally tend to encourage more
people to come into the city. If the
word goes round that free shelter
will be given to all those who come
to Mumbai then we will really have
a problem in hand. That does not
mean that those young people who

Details have been given of the
government schemes for night
shelters. It has also been mentioned
that the Government of India is
going to provide up to 90% of the
operation and maintenance cost.
The maintenance is done by the
municipal corporations and the
divisional commissioner/ collector
shall be taking the final decision with
regards to dispute in operational and
maintenance. The need for night

The rental housing by private
developers on the lines of scheme
of MMRDA for this purpose may
be allotted throughout the State by
prescribing the area of the project,
number of housing units to be
constructed and the additional FSI
to be provided for rental housing
purpose only and lastly the rental to
be charged by the private developer
who will maintain the same.
The rental housing by private
developers will also result in
disastrous effects.
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shelters form an important part of
the urbanization process, however
they cannot be built arbitrarily. There
will have to be a detailed study with
regard to such shelters in urban
and semi urban areas. And it’s only
when processes for urbanization are
properly understood and planned,
that a network of night shelters can be
built.
In order to create enough affordable
housing stock to meet the declared
goal, development of TPS / STS in
the MMR region by following the
MRTP Act provisions and the DCPRs
evolved by the CIDCO with the
approval of government for NAINA
project would be an ideal approach
as in this endeavor priority is
accorded to EWS / LIG houses above
all. In TPS and STS there should be
specific additional prescription of at
least 40% EWS / LIG/ MIG houses.
In case of NAINA project, detailed
DCPR prescribed with Government
approval take care of a full-fledged
satellite township with appropriate
civic and social infrastructure and
connectivity. The CIDCO is special
planning authority in case of NAINA
project. Similarly for all satellite
townships within MMR, CIDCO may
be designated as special planning
authority with authority to survey,
identify the locations for satellite
townships and publicly notify the
same with government approval.
This will pave the way for planned
development in MMR and will do
away with the over stretching of the
infrastructure in existing Municipal
Corporations within the MMR.
The solution for affordability has been
shown as the Town Planning Scheme.
The Special Township Scheme (TPS/
STS) along with it the DCPRs evolved
by CIDCO for NAINA project is also
cited. An additional prescription of at
least 40% for EWS/LIG/MIG houses
September 2015
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has been suggested. With regard to
NAINA project it is expected to be
a full-fledged satellite township and
hence most aspects seem to have been
covered by CIDCO while conceiving
it. By citing existing schemes which
have neither been implementednor
been tested for affordable housing,
we are not making much progress
on the issue. It is still very unclear
as to who would be the beneficiaries
who would avail of these houses
meant for EWS/LIG/MIG. Unless a
powerful mechanism is built where in
such beneficiaries are identified well
in advance, affordable housing will
continue to elude those for whom it
has been ostensibly conceived.
Besides, the special township with
FDI may also be allowed to be
developed with the CIDCO as Special
Planning Authority within MMR.
The detailed DCPRs that are in force
for NAINA Project can be suitably
adapted with 20% housing on BUA
basis for EWS / LIG by CIDCO
with government approval. This
development of special townships
through FDI will further augment
the availability of housing stock in
general and EWS / LIG housing
stock in particular.
Here FDI in special townships projects
has been cited as being allowed within
MMR region. This has not been a
new development. FDI was always
allowed in township projects. It is
totally unclear as to how by getting
FDI and having 20% housing for
EWS/LIG, how housing can be made
affordable?
The townships / industrial townships
/ IT or ITeS townships with the
area of 25-50 hectares each by
private developers also need to be
encouraged if they are contagious to
the existing connectivity like railway
lines, national and state highways.
8
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The approvals and implementation
by CIDCO within MMR will have
good prospects for additional
housing stock availability. This will
help reduce the shortage in housing.
The DCPRs for NAINA project can
be suitably adapted for this purpose
also.
In order to ensure the sustainability
of the affordable housing, the
residents in this type of housing shall
be mandatorily required to form
Co-op Housing Society which will
be responsible for maintaining all
internal facilities IT/ITES townships
with areas between 25 and 50 acres/
hectares each, private developers
contiguous to the existing connectivity
is supposed to reduce the shortage of
housing. Again how this will help to
increase affordability is unclear.
Redevelopment of MHADA colonies
– As per existing policy under DCR
33(5), the development of MHADA
colonies is facing some difficulties.
In order to overcome these difficulties
following changes in the present
policy need to be brought in force,
so that this redevelopment initiative
yields additional housing stock
which can be used for affordable
housing. Wherever the consent
clause for MHADA redevelopment /
rehabilitation activities is proposed it
should be ensured that the residents
concerned in such projects should
be involved in every process so that
it becomes participatory endeavor.
The cluster development needs to be
incentivized with tenants in view to
make it implementable. Further, the
consent clause should be operated
with 70% consent for the cluster as
a whole and not individual societywise. The benefit of 3 FSI as per
new regulations may also be made
applicable to schemes which are
approved and yet to be started as well
as schemes which are ongoing and

yet to be completed.
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This section deals with redevelopment
of MHADA colonies and several
suggestions are made. Wherever
consents are required, the residents
should be involved in the process
so that it becomes a participatory
endeavor. The present DC regulation
33(5)
always
envisaged
the
participatory approach and hence we
do not know what special efforts shall
be done to make the schemes even
more participatory.
The 70% consent for a cluster as a
whole will not only be opposed by
societies, but also be struck down
by the court, if someone were to file
a petition. Imagine that there are 10
buildings with 12 members each. If
residents of the 10 buildings decide
that they want to go for redevelopment,
they have 120 signatures, there is a
11th building which is located within
the same colony but the location is
prime as compared to the other 10.
Considering this the 11th society will
never like to join the 10 societies and
have a redevelopment scheme on their
own. The recommendation now is to
forcibly make the 11th society join
the scheme. This would cause grave
injustice to individual societies. The
societies are governed by the Co-op
Society Act and the final authority
to take decisions is the general body
of its members. If the general body
of any society takes a decision either
to join or refrains from joining a
development scheme, its decision
would be taken as final. The decision
taken by neighboring societies cannot
be imposed on them. This suggestion
therefore becomes illogical and hence
needs to be dropped.
The above changes in the DCRs may
also be made all over Maharashtra,
so that additional housing stock
will be available in every project of

Maharashtra Economic Development Council, Monthly Economic Digest

Edit Page

redevelopment in respect of MHADA
colony throughout the State. The
eligibility and allotment criteria
cum procedure also needs to be in
details with no scope for confusion
/ misinterpretation. Further, the
specific authority of the State be
empowered to decide eligibility and
make allotments and these processes
should, without exception, be
handled through IT e-solutions in
most transparent way so that speedy
and timely actions will avoid the
malpractices of any sort.
Not only are these changes suggested
for the Mumbai colonies of MHADA,
these changes are to be made
applicable all over Maharashtra.
Instead of creating more housing
stock, such recommendation will
result in many more litigations
causing more harm than good to the
cause of redevelopment.
Redevelopment of Cessed Buildings
– In order that present policy of
redevelopment of cessed buildings
under DCR 33 (7) yields satisfactory
results, some changes in the present
policy are necessary.
(i) In the rehabilitation component
of such redevelopment scheme,
judicious open spaces need to be
insisted to be part of the project.
(ii) The development in heritage
Grade II and Grade III structures
should be allowed so that the
cessed buildings involved in this
project also get redeveloped and
the residents are not deprived of
chance of better house.
(iii) Even when some schemes/
buildings under this project
are not contiguous but nearby
in a distance of 500 mtr,
amalgamation of such schemes/
buildings for consideration
as one project/cluster may be
allowed, so that residents of the

small scheme, otherwise not
feasible, do not suffer.
(iv) The cap of 70 Sq.mtr. presently in
force for equivalent of incentive
needs to be rationalized to avoid
complicated workings and denial
of full benefit to the residents
because of this cap.
(v) In such projects undertaken by
MHADA, the consent clause need
not be insisted since MHADA is a
designated authority.
(vi) The amendments in the relevant
statute / regulations to facilitate
faster acquisition of cessed
properties by MHADA with
reasonable compensation need
to be carried out, so that the
residents of these buildings are
relieved from living in decrepit /
dilapidated buildings merely due
to a situation of no-option.
This section deals with the
redevelopment of cessed buildings.
Insistence on open spaces, permission
on development of grade II and
grade III of heritage structures,
amalgamation of schemes at 500
meter distance, removal of the cap
of 70 sq meter as the upper limit for
rehabilitation and amendments to
the MHADA Act to facilitate faster
acquisitions have been contemplated.
The real issue has gone untouched.
In the past 30 years or more, all the
developers put together have not
been able to develop more than 2000
buildings and in most of the buildings
the original tenants are no more in the
rehabilitation portion. It was expected
that the government would do some
introspection and come up with
remedial measures. These have not
even been attempted.
The real problem is as follows:
a)

The tenement is occupied by
father and son, two brothers
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etc. and the space given in
the rehabilitation portion is
inadequate.
b)

The residents who are qualified
and have a decent earning would
be willing to pay the construction
cost for extra area. Such a
provision has not been made.

c)

The tenants therefore try and
negotiate for higher area with
the builder. In some cases such
negotiations remain inconclusive
and hence redevelopment does
not take place. The tenant’s point
of view is that since the developer
can sell the surplus area at any
price, he should get his share in
the form of extra area and a decent
corpus. The rules do not provide
for a formula or a mechanism to
implement good solutions.

d)

The maintenance of the new
building becomes so heavy due to
the existence of the lift, passage
lighting, staircase lighting, water
charges etc. that the tenants find it
difficult to afford it.

The solutions to these problems
would be the following:
a)

Minimum area of 300 sq feet plus
35% fungible area for all staying
in single room tenements.

b)

Minimum area of 400 plus 35%
fungible area or the actual area
occupied by the tenant plus 35%
fungible area, whichever is more
for all tenants occupying double
rooms.

c)

Extra area to be given if
building is in prime location like
Churchgate, Colaba, Napean
Sea Road, Tardeo, Shivaji Park,
Hindu Colony, Parsi Colony etc.
the quantum of extra area to be
linked to the Ready Reckoner
Rate. If this is fixed then the issue
of dispute between the tenant and
September 2015
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the developer will not be there.
d)

A Corpus Fund should be
provided by law, and this fund
when invested should fetch
enough returns for taking care
of maintenance of building. The
quantum of Corpus Fund can also
be linked with the selling price.

e)

The tenant be permitted to buy 200
sq feet carpet area at construction
cost. This carpet area should be
treated at par with the fungible
area and not be calculated while
computing the FSI.

f)

The developer can sell his saleable
portion at a price which he must
reveal. If the tenants wish to buy
extra area by paying that price
they should be permitted to buy
such area as per rules stipulated
for the same.

Apart from this scheme there should
be another scheme wherein if the
tenants and landlord come together
and develop the building through
the joint development method, then
there should be some incentive area
given to the scheme. The landlord
can get adequate compensation and
the tenants can get a share in the
benefits. This could be called the selfredevelopment scheme.
We have always maintained that
instead of one scheme there should
be several schemes which should
be placed before the tenants who
could then choose one of them. It is
obvious that they would choose the
scheme which they would be most
comfortable with.
If however after a given period of
time, the tenants are not ina position
to take a decision on their own then
the MHADA or any public agency can
come in to implement the scheme. In
any of the schemes the entitlement
of the tenants will continue to be
10
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as stated above. This could then be
termed as the truly affordable housing
scheme, and its implementation will
be speedier and acceptable to all.
Urban Renewal Scheme – In order to
implement the urban renewal scheme
smoothly some changes in the present
policy are necessary.
i. The
cluster
redevelopment
approach should be made
applicable for old city areas
(down town areas) across the State
so that more safe and affordable
houses are available and the
redevelopment also provides
additional housing stock. It is not
clear how cluster redevelopment
can be made applicable. With so
many owners of diff buildings
and tenants of diff buildings who
do not know each other, they
can be brought together only if
the incentives are high. If the
incentives are much higher for
the tenants then what they would
otherwise get in other schemes,
only then they would go in for
cluster redevelopment.
ii. The
activity-wise
detailed
guidelines for cluster development
for approval by the relevant
committee need to be evolved and
put in place, so that the approval
process is fast-tracked.
The time-bound approval process
for cluster redevelopment should
be prescribed in the guidelines with
delineated responsibility at each
level. Guidelines for approval to
make the approval process fast
track is a point which is well taken
but acquisition processes are likely
to take more time.
iii. Compulsory
acquisition
of
properties upto 30% of the
approved area of cluster needs
to be provided, so that the
infrastructure for the redeveloped
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cluster is developed and provided.
Compulsory
acquisition
of
properties up to 30% of the
approved area has been specified.
What if the tenants in such
properties do not agree for this
scheme?

When the total FSI exceeds 4.00 the
present restrictions on additional
entitlement in case of rehab carpet
area may be rationalized for smooth
implementation. The cut-off date
of eligibility in this scheme needs
to be reviewed periodically and refixed. No consent in case of MHADA
implemented projects be insisted.
Any rationalisation of additional
entitlement of carpet area will never
be accepted by the tenants. The
additional area over and above the
entitlement should be like fungible
area where the tenant can offer to pay
cost of construction of additional area
and such area will not be included in
the FSI. The eligibility is presently
only for number of tenancies. The cutoff date is to ensure that the number
of tenancies are not increased. A very
smart way of pawning of prime public
property to a private developer in the
name of joint venture seems to be
brewing. If MHADA is implementing
the scheme on its own, there is likely
to be least resistance. However if
government has other ideas, which
looks quite obvious by the inclusion of
this clause in this section.Thescheme
will be strongly opposed and may
suffer the same fate as the scheme
to redevelop government colony in
Bandra.
The BDD Chawls Redevelopment –
There is about 92 acres of area under
BDD Chawls in Mumbai in various
locations within island city area of
Mumbai. They were developed in
1940s. These chawls are therefore
overdue for redevelopment. MHADA
may be appointed as planning
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and implementing agency for
redevelopment of these chawls with
cluster approach. This redevelopment
initiative should be with appropriate
carpet area cap, so that additional
housing stock for LIG/EWS at least
is available through redevelopment.
The condition of consent of tenants
need not be insisted as this is the
case of MHADA development,
designated government authority.
For this scheme MHADA should
be declared as planning authority
under MRTP Act and it should be
authorized to prepare necessary
regulations for these schemes with
the approval of government. In case
above scheme of redevelopment is
implemented through joint venture
with a private partner by MHADA
on the same pattern, the MHADA
share of additional BUA needs to be
fixed location-wise differently and
the conveyance of proportionate
land parcel for MHADA share of
BUA should also be provided. In
case the MHADA is involved in
the redevelopment the automatic
rationalized NA procedure by
paying requisite tax may be evolved
and MHADA’s self-declaration for
change of use may be effective after
30 days of time.
We shall not comment on this section
only because the entitlement of the
tenants has not been specified. There
are 3500 police personals reciting
in BDD Chawls and their status is
now challenged in the court. The
Mumbai High Court may soon deliver
its judgment. Since the matter is
subjudious the Government may have
to consider all aspects before finalizing
the scheme. Moreover it is not clear
whether MHADA will involve private
developers and permit profit making or
give contracts to eminent contractors
and make affordable housing scheme.
This needs to be clarified.

As per a study referred to by TISS it
is seen that, under MHADA Act, in
various cities of the State 2619.58 Ha
area was declared under preliminary
notification for acquisition. The final
notifications were issued for the
area of 565.02 Ha. Out of this final
notified area 21.57% area (122 Ha)
was taken over by MHADA (Source
: P. M. Apte, Land Procurement for
Low Income Housing). Thus finally
notified land to the extent of 341 Ha
in various cities is still not taken over.
In Greater Mumbai out of 124.71 Ha
land finally notified 85.83 Ha land is
yet to be taken over. This land may be
taken over by MHADA expeditiously
and affordable housing for LIG/EWS
(80%) and for MIG (20%) may be
constructed which can mitigate the
housing shortage for lower echelons
of the society.
If in Greater Mumbai, 85 hectares
of land is yet to be taken over by
MHADA, it has not been specified
how much of this land is encroached
upon. Our information is that most
lands which MHADA intended to take
over has either been encroached upon
or been built for other purposes. So
to say that this land can mitigate the
housing shortage is playing a cruel
joke on the residents of Mumbai.
The government could have been
well within their rights to find out
the details of these lands and then
make statements such as the one in
paragraph above. The seriousness on
the part of government seems to be
lacking.
The problem of informal / irregular
housing in MMR has been
confronting the State for quite long.
In Ulhasnagar and Dombivali after
much litigation the State Government
regularized such constructions of
houses through amnesty policy. In
order that such instances do not
recur, it may be worthwhile to provide
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through amendment in MRTP Act
that the DCR/DCPRs of all the
Municipal Corporations / Municipal
Councils / Satellite Townships like
NAINA shall be applicable in the
peri-urban areas to the extent of
20 Kms as urban growth boundary
from the boundaries of existing
Municipal Corporations / Municipal
Councils / Satellite Townships like
NAINA. In these peri-urban areas
the regulatory function shall be
discharged by the Collector and
the Town Planning Authority for
the District with strengthening of
appropriate machinery to implement
this regime. This will definitely avoid
any unplanned development in the
peri-urban areas.
This section deals with unauthorized
constructions in MMR region. Here
too the example of NAINA has been
cited. It is ridiculous that example of
a scheme which has been conceived
only to take advantage of the airport
and the Mumbai Trans Harbor Link,
is being used to provide an across
the board solution to all the problems
in the MMR region. The NAINA
is still in its formative stage and
is undergoing changes to make it
effective for implementation in the
areas where it was conceived to be
implemented. I am sure that those
who conceived NAINA and those who
are involved in the fine tuning of the
scheme were neither consulted nor was
there opinion taken with regard to the
replication of this scheme in different
parts of MMR and also different parts
of State as has been suggested in the
policy document several times.
...to be continued
chandrashekharp@hotmail.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.
The big splash and source of global
worry was the ineffectiveness of
Chinese efforts to arrest a market
slide and economic slowdown
despite some blockbuster action like
suspending sales of a large number
of shares and asking public sector
organisations to buy shares. They then
resorted to a tried and true beggarthy-neighbour devaluation under the
guise of moving towards freeing the
Yuan from administrative pricing.
With the second largest consumer
market moving in the direction of
shrinking and deflation while the
Yuan valuation driving towards a glut
in supply, the only remaining sizeable
growing economy is the USA’s.
Oil and its price was distinctly in the
news with the price of West Texas
Intermediate hitting 38 dollars a
barrel and Brent oil hitting 43 dollars.
Oil had slumped below $40 this
week as concern over slowing
demand in China fuelled volatility
in global markets. Prices are down
about 31 percent from this year’s
closing peak in June on speculation
that a world supply glut will be
prolonged. OPEC members are
sustaining output while U.S.
stockpiles remain more than 90
million barrels above the five-year
seasonal average. –Bloomberg.com
The law of supply and demand
did it. The price collapse mainly
reflects too much supply chasing
too little demand. Most analysts
12
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have focused on surging U.S.
production of “shale” oil, which has
increased by 3.5 million barrels a
day (mbd) since 2008, according to
the consultancy IHS. But the U.S.
expansion was widely anticipated,
says economist Larry Goldstein.
The real surprise, he argues,
was lower-than-expected global
demand. In early 2014, forecasters
predicted growth of 1.3 mbd, says
Goldstein. Actual growth is about
half that, 700,000 mbd, reflecting
unpredicted economic weakness in
Europe, Japan and China.
h t t p s : / / w w w. w a s h i n g t o n p o s t . c o m /
opinions/robert-samuelson-keyfacts-about-the-great-oil-crashof-2014/2014/12/03/a1e2fd94-7b0f-11e4b821-503cc7efed9e_story.html

The implications for the oil industry
and oil producing countries of size
were dire.
At a time when the oil price is
languishing at its lowest level in six
years, producers need to find half
a trillion dollars to repay debt.
Some might not make it.
The number of oil and gas company
bonds with yields of 10 percent or
more, a sign of distress, tripled in
the past year, leaving 168 firms in
North America, Europe and Asia
holding this debt, data compiled by
Bloomberg show. The ratio of net
debt to earnings is the highest in
two decades.
If oil stays at about $40 a barrel,
the shakeout could be profound,
according to Kimberley Wood,

a partner for oil mergers and
acquisitions at Norton Rose
Fulbright LLP in London.
“The look and shape of the oil
industry would likely change
over the next five to 10 years as
companies emerge from this,”
Wood said. “If oil prices stay
at these levels, the number of
bankruptcies and distress deals will
undoubtedly increase.”
Debt repayments will increase for
the rest of the decade, with $72
billion maturing this year, about $85
billion in 2016 and $129 billion in
2017, according to BMI Research.
About $550 billion in bonds and
loans are due for repayment over
the next five years.
U.S. drillers account for 20 percent
of the debt due in 2015, Chinese
companies rank second with
12 percent and U.K. producers
represent 9 percent. - Bloomberg.
com

Chanos and his crew at Kynikos
don’t make big “macro” bets
on economies; their style is
more “micro”: looking at the
fundamentals
of
individual
companies or sectors. “I’ll never
forget the day in 2009 when my
real estate guy was giving me a
presentation and he said that China
had 5.6 billion square meters of
real estate under development, half
residential and half commercial,”
Chanos told me the other day.
“I said, ‘You must mean 5.6 billion
square feet.’”
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The man replied that he hadn’t
misspoken; it really was 5.6 billion
square meters, which amounted
to over 60 billion square feet. For
Chanos, that is when the light bulb
went on. The fast-growing Chinese
economy was being sustained not
just by its export prowess, but
by a property bubble propelled
by mountains of debt, and
encouraged by the government as
part of an infrastructure spending
strategy designed to keep the
economy humming.
(According to the McKinsey Global
Institute, China’s debt load today is
an unfathomable $28 trillion for a
$10 trillion economy. -The New York
Times, “The Man Who Got China Right”

Russia and Iran were most frequently
mentioned as the countries most
affected by the oil price collapse,
although Nigeria too is in serious
difficulties aggravated by the jehadi
rampage in that country. If the
Western economic stranglehold is
driving Russia towards China and
India for markets, the oil squeeze
is one more factor. For China, the
economic slowdown, which some
believe has not yet run its course, is
driving it towards greater integration
with European markets. The Ufa
(Russia) meetings were part of that
Eurasian confluence. According to
some observers, these changes are
dramatic enough as to be global game
changers.
U.S.-led sanctions against Putin’s
Russia has led it to look East,
particularly to China, even if it means
a weakened Moscow being the very
Junior Partner. Its long-term energy
future lies in Asia, and nearly half a
trillion dollars in gas and oil deals with
China will bolster a sagging Russian
economy. China gains a valuable
partner—instead of a rival—for
stabilizing and modernizing Eurasia,

which China increasingly sees not as
a backwater, but its economic future.
China’s new “One Road, One Belt”
pivot west to Eurasia seeks to turn its
vulnerability—a border with fourteen
nations—into a strategic asset.

-Mathew Burrows (retired from
a 28-year career in the CIA and
State Department, the last ten being
spent at the National Intelligence
Council) and Robert Manning in
The National Interest.

At least for the short-term, Moscow
and Beijing have avoided strategic
competition in Central Asia. There
appears to be at least a tacit SinoRussian division of labor in Central
Asia, with Moscow taking the lead
on security and Beijing flooding
the zone with aid and investment.
Its new BRICS Development Bank
and Asian Infrastructure Investment
Bank should lubricate its efforts. In
contrast, the U.S. Shale Revolution
and new players like Iraq and Iran
have reduced the attractiveness of the
Central Asians. The West has more
than enough oil. Their markets are
local. The age of the big pipelines is
over. Counterterrorism was another
source of attractiveness to the region.
Supplying Afghanistan with troops
and supplies meant the United States
and its allies needed the Central
Asians. Now the footprint is much
less. Counterterrorism is done on the
cheap with drones—and in Pakistan
and Afghanistan we don’t even need
permission. Our exit is an opportunity
for China’s Eurasian gambit.

India needs to think strategically about
where its economic and strategic
interests lie and make investments
accordingly. This includes:

It will require more U.S. agility
and pragmatic realism, abandoning
unipolar tendencies and acting
more as first among equals. Can the
United States afford confrontational
approaches to both Russia and China?
Finding a new equilibrium with
Russia may require uncomfortable
compromises. Yet all the presidential
campaigns are likely to outdo
themselves in their rhetoric against
both Russia and China, missing the
opportunity to talk about how the US
will need to grapple with a changing
world order.
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•

Signing long term oil and gas
contracts to ensure adequate and
economical supplies for the long
term.

•

Removing the infrastructure
penalty on exports

•

Removing
the
bureaucratic
penalty on the domestic economy

•

Calibrating import duties to
initially prevent a surge of imports
but in a time-phased manner to
lower them to improve India’s
global competitiveness

•

Rapidly create a long overdue
national market in India
in
preparation for the Eurasian
market that China will is creating
as its playground with home
team advantage. India must
remember that for thousands of
years, China’s ambition has been
huge in everything whether in
expanding its territory from the
Eastern fertile lands to Kashgar,
, the length of the wall to keep
the Khans of Mongolia out of
the fertile lands, or in the size of
buried armies in honour of kings.
India needs to get truly strong and
large economically to swim in this
global ocean of sharks.
profitechconsultants@gmail.com
The author is a Public Policy consultant and
President of ProfiTech, a strategic consultancy
and also Member of the MEDC Economic Digest
Committee.
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- Assessment of the
Macro Economic Impact

I

Dr. Ranjit Pattnaik

ndian economy is a hostage to
vagaries of monsoon (RAIN
GOD). The Indian experience
on monsoon is varied as we have
syndromes of delayed monsoon,
deficient monsoon, excess monsoon,
inequitable monsoon. Currently,
ugly head of monsoon impact has
already been visible in soaring
onion prices. The past experience of
deficient monsoon reveals that with
the damage to crops like pulses and
oilseeds – where buffer food stocks
are not available in the central pool
– there is an upside risk to food
inflation. Recently, the persistent
of food inflation has opened a new
window of discussion in terms of
inflation management engaging
the attention of the Reserve Bank
of India (RBI)as adverse impact
of monsoon has posed a serious
challenge to monetary policy.
Against the above backdrop,
the present article addresses the
underlying issues associated with
deficient monsoon forecast for 2015
and its impact on macro-economic
development . The remainder of the
article is organized thus. Section 1
presents the monsoon position for
2015, followed by likely impact
on food inflation management
and monetary policy outcome in
section 2. The policy options are
discussed in Section 3. Concluding
observations are in Section 4.
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The fear of a deficit Monsoon
is looming large over India. The
Indian Meteorological Department
(IMD) has already declared that
this year will be a rain-deficient
one. According to the Indian
Meteorological Department (IMD)
monsoon rainfall will be at 88%
ie “below normal” to “deficient”.
India’s North-West region which
includes Delhi, Haryana, Western
Uttar Pradesh and Rajasthan will be
affected as per the IMD forecast.

Indian Ocean near the Arabian Sea
and the eastern part near the Bay
of Bengal. A warmer western pole
leads to a positive IOD, a condition
that can neutralise an El Niño and
lead to a good monsoon. If the
IOD is in the opposite phase, with
a warmer eastern pole and cooler
western ocean, then it can reinforce
the monsoon-destroying effect of
an El Niño} due to the evolving El
Nino and negative or neutral IOD in
the Indian Ocean, the chances of a
bad monsoon are very high. It may
be noted that another atmospheric
phenomenon called the Equatorial
Indian Ocean Oscillation, or
EQUINOO(is a see-saw in a cloud
cover between the eastern and
western parts of the Indian Ocean
also contributes to monsoon.

1.1 Factors Guiding Monsoon

1.2 Monsoon Distribution

The experts opine that El
Nino(weather system which reemerges after a gap of about two to
five years in the Pacific Ocean and
its effects last for about 12 months on
an average. El Nino leads to warming
of sea surface temperatures, which
in turn affects wind patterns and
triggers both floods and droughts in
different parts of the world) is one
of the most detrimental factors for
Indian monsoon . It is also observed
that Indian Ocean Dipole(IOD)
{ the difference in the sea surface
temperature between the western

It is pertinent to note that the
performance of monsoon is gauged
by kharif production in the case
of South West Monsoon (SWM)
and rabi crop for North East
Monsoon( NEM). It may, however,
be mentioned that this distinction
is not very clear cut as soil moister
and reservoir conditions spill over
seasons.SWM accounts for 75-80
per cent of the total rainfall in the
country and as mentioned earlier
is the mainstay of kharif crop. The
past evidence suggests that there has
been a close co –movement between

1. Monsoon 2015
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Graph 1: Probability of Monsoon Distribution

Source: SKYMET

rainfall intensity( expressed in terms
of the deviation from normal and
sowing activity.
The graph 1 drawn from the
SKYMET reveals the probability of
monsoon in the current year with a
63 per cent of probability of normal
monsoon and 2 per cent probability
of drought.
A striking characteristic of monsoon
in India is its high variability with
heavy rains causing flood and
less rain in some part resulting in
drought.Sometimes the rain quantity
is normal but its timing gas turned

out to be off
expectations
and its distribution is skewed.
According to the technical analysis
of RBI ( RBI Bulletin May 2015),a
number of factors impact formation
of monsoon, its onset and its spread.
These include: (a) differential
heating of land masses and seas, (b)
differences in atmospheric pressure,
(c) shifts in jet streams, and (d)
desert dusts over Arabian seas.
Recent experience shows that not
only the quantum of rainfall but also
the spatial and temporal distribution
of rainfall affects the agricultural

Graph 2: Expected normal and forecast of monsoon

production. Furthermore, it is
reported that global climatic change
is associated with the rise in global
temperature, contraction in snow
cover, rise in sea levels increased
frequency of natural calamities like
earthquakes, droughts and floods,
depletion of soil and water resources
and changes in rainfall patterns.
The month-wise distribution of
expected normal vs forecast and
region wise weekly rainfall are
presented in Graph 2 and 3,
respectively.
As is evident from
Graph 3
,Marathwada, parts of Madhya
Maharashtra,
North
Interior
Karnataka and Rayalseema are in
deficit category and also are at risk.
The cumulative rain fall are depicted
in Graph 4.
2. Impact of Deficient Monsoon
2.1 Diverse Views
There are diverse views on the
impact of deficient monsoon. While
commenting on the
monsoon
deficiency the credit rating agency
Moddy’s has observed that a
weak monsoon would hurt India’s
agricultural output, which 68%

Source: SKYMET
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Graph 3: Region wise weekly rainfall %

Source: SKYMET

of rural Indian households rely
on as their primary source of
income. Moody’s
have further
observed that for the country, a real
contraction in rural wages as a result
of bad monsoon would act as a drag
on household spending, government
tax revenues and, ultimately, real
gross domestic product (GDP)
growth as agriculture makes
up approximately 18% of GDP.
Furthermore, as the past experience
shows a weak monsoon could also
lead to higher inflation, which in
turn would limit the scope for further
monetary policy stimulus to support
growth. The rating agency has also
commented that non-performing
assets in the agricultural sector have
been generally trending higher, and
persistent weakness in rural incomes
would further undermine the debt
servicing ability of such borrowers.
2.1 Deficient rainfall and food
production
The vagary of weather and its
impact on food production is not a
16
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recent phenomenon as far as Indian
agriculture is concerned. Years of
deficient rainfall have often been
associated with fall in agricultural
production
.Extreme
climatic
conditions have also affected
agricultural production adversely. It
has been observed that the sudden
slump in food supply associated with
climatic conditions has led to food
price inflation. However, going by
the past experience it has also been
the case that rainfall deficiencies
have not always been associated
with increased food inflation. This
implies that deficient rainfall can
have at best temporary supply side
impact on production and food
inflation – and the sustained rise in
food inflation observed especially
since 2005-06 onwards could be
attributed to reasons other than
climatic vagaries. Anything less
than 90% of the average rainfall
in a region is regarded as deficient
rainfall. The most obvious victims
of deficient rainfall are the farmers.
Without proper rainfall they are

left with absolutely no hope. In
a nutshell, improper rainfall also
contributes to increase in inflation.
While proper rainfall can help food
production reach unprecedented
levels, deficient rainfall can lead
to paucity in the total agricultural
production
There have been contrary views also.
Firstly, it is not the overall rainfall
level that matters, but the timing
and sequence. Secondly, empirical
data suggest that sometimes when
kharif crop is bad, the rabi crop
compensates. Thirdly, the value of
agricultural output mostly comes
from irrigated states
The CRISIL report said that last year,
the government managed to put a lid
on food inflation through proactive
steps such as fiscal restraint, muted
increase in minimum support price,
deploying food stocks, and cracking
down on hoarding, and may succeed
this year, too, even if the monsoon is
not supportive.However, it cautioned
that “repeating the feat every year
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is impossible without structural,
holistic improvements in agriculture
to address the vulnerabilities.”
2.3 Sector-wise impact
First, there will be a significant
reduction in Kharif output. Drier
soil may have adverse impact on ravi
crop as well.
Second, as a result of the deficient
rainfall, agricultural exports will be
lesser than before and imports will
be higher because of the reduced
production. This will have some
adverse impact on trade deficit.
Third, drought-relief measures,
increased minimum support prices
(MSP)
increased expenditure
allocations employment guarantee
schemes could have some adverse
effect on fiscal deficit.
Fourth, since the water levels will
be lower than normal in several
hydroelectric dams, there will be
lesser electricity generation.
Fifth, because of deficient monsoon
the demand for textile products is
much less than before. The margins
are also expected to be thinner than
before. Experts say that this decreased

demand will keep continuing as
levels of capacity utilization will
come down. Prospects of revenue
growth are less as well.
Sixth,
assuming
sub-normal
monsoons but spatial rainfall
distribution
that’s
favourable
to crops, it is reported that the
agriculture growth in 2015-16 will
be 1.5% on the low base of last year.
3. Policy Options
In the above context it is pertinent to
note that in India, nearly 50 % of the
total cultivation area remains rainfed highlighting high dependency
on monsoon. A few policy options
are flagged.
First, it is important to further
strengthen the contingency plans
for food management which could
include storage and timely supply
of adequate quantity of seeds and
fertilisers, crop insurance schemes,
credit facilities,
managing the
disruptions in food supply chains
through imports and de-hoarding.
Second, consideration may be given
for further strengthening of the
mechanism to assess the pattern of

Graph 4: Cumulative rainfall India (weekwise starting from July in %)

monsoon by addressing the El Nino
phenomenon and climatic changes.
Third, since it is the crop component
of Indian agriculture which is more
vulnerable to the changing pattern
of SWM rain fall, diversification of
agriculture towards allied activities
as an alternative strategy could be
more helpful.
Fourth, further strengthening of micro
irrigation, ground water management,
rainwater harvesting , diversification
of agricultural products in favor of
allied activates would go in a long
way in developing greater resilience
in agricultural sector.
4. Concluding Observations.
Indian Economy has not been
insulated from large fluctuations in
rainfall. The concern in 2015 is that
deficient monsoon could be not only
be detrimental to take the economy
to a higher growth trajectory but
also make monetary policy actions(
a policy repo rate cut) more difficult
as shortages in food production
will fuel the food inflation in the
economy. It is important, therefore,
to further strengthen the food
contingency plan in the short run,
but in the medium term enhancement
of agricultural productivity through
diversification
of
agriculture
including pulses, oilseeds and live
stocks are the policy priorities.
ranjitkpattnaik@gmail.com
Dr. R.K.Pattnaik is Professor at SPJIMR,
Mumbai. Technical assistance received
from Ms. Smita Gupta and Mr. Rahul
Ranjan, MBA (Information Management)
Students at SPJIMR, Mumbai are thankfully
acknowledged. The views expressed are
Personal
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Monsoon 2015
and Resultant Drought

P

Dr. S. B. Goilkar

erformance of South-West
monsoon so far this year over
the Indian subcontinent has
been disappointing. As estimated
by the Indian Meteorological
Department (IMD) the country
recorded 12 per cent deficient
rainfall till 26th August. The weak
rainfall over the Indian subcontinent
this year caused severe drought in
most parts of the country. Although
the overall rainfall recorded 12
percent deficiency during the period
from 1st June to 26th August, it
has been uneven and hence could
not be considered as widespread,
covering all parts of the country. As
a result, some parts of the country
were caught in floods due to heavy
showers in June, while others
remained dry.
The onset of monsoon was little
late this year, but the rainfall was
observed either normal or excess
over most parts of the country during
June this year. Some Northwestern,
Northeastern and Eastern parts
received surplus rainfall during this
period. About 78 per cent of the
country’s area reported as either
normal or excess rainfall till June
21. Out of the 36 sub-divisions, 14
sub-divisions recorded surplus rain,
while12 sub-divisions recorded
normal rainfall during this period.
The Southwest Monsoon covered
entire India in the fourth week of
June. The intensity of rain increased
during this period, with all the four
18
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regions reporting surplus rainfall.
The cumulative rainfall for the
country from June 1 to June 28
was 176.5 mm against the normal
average of 148 mm, making it 19
per cent excess during this period.
Central India witnessed for highest
rainfall with 32 per cent in excess.
Peninsular India witnessed for 26
per cent surplus, while Northeast
India received 25 per cent surplus
rainfall. But Bihar remained as
deficient (24 per cent). Out of the
36 meteorological sub-divisions,
32 sub-divisions that account for
90 per cent of the country’s area
got surplus rainfall till last week
of June this year. While four subdivisions recorded deficient rainfall
during this period.
After some heavy showers over
some parts of the country in June,
the rainfall weakened in July
and August, resulting in drought
situation in parts of Karnataka,
Maharashtra, Kerala, U P, Bihar,
Punjab, Eastern M P and part
of Gujarat. Now it has been an
established fact that the overall
rainfall has been weak over the
Indian subcontinent during the
current monsoon and is likely to
create multiple problems in terms
of lower production of foodgrains,
oilseeds and pulses, underfilling
of reservoirs, aggravating inflation
with adverse impacts on the Indian
economy in terms of lower GDP
growth.

Out of 36 meteorological sub
divisions, only 3 sub divisions –
West Rajasthan & Haryana, West
M. P. and Gangetic West Bengal
recorded excess rainfall by 65 per
cent, 26 per cent and 28 per cent
respectively. 17 subdivisions have
been recorded in normal rainfall
category during the period, but
most of the subdivisions recorded
negative rainfall, compared to
normal. These subdivisions are
likely to turn into deficient rainfall
category in next few weeks, if the
dry spell continued.
The worst situation is seen in 16
meteorological
sub
divisions.
These sub divisions have received
deficient rainfall during the period.
Maharashtra and Karnataka have
been most affected states in the
country. Marathwada, Madhya
Maharashtra, Konkan & Goa in
Maharashtra received deficient
rainfall by about 50 per cent, 38 per
cent and 32 per cent respectively
during the current monsoon till
26th August. In Karnataka North
Interior Karnataka recorded for 44
per cent deficient rainfall while
south Interior Karnataka recorded
14% lesser rainfall than normal
during the year. Coastal Karnataka
is recorded for 28 per cent deficient
rainfall.
In the South zone Kerala received
31 per cent deficient rainfall,
but rainfall over Tamil Nadu &
Pondicherry was almost normal. The
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Nagaon, Bongaigaon. According to
Assam State Disaster Management
Authority (ASDMA), the flooding
affected 311,000 people and over
11,000 hectares of crops.
Heavy rainfall due to deep
depression over the Arabian sea
affected Jammu and Kashmir,
Uttarakhand, Saurashtra and Gujarat
in the last week of June. Gujarat felt
the brunt of the downpour and the
subsequent flooded. It is feared that
as many as 50 people may have been
killed in the flooding in Gujarat,
with over 10,000 displaced. Several
Bridges and roads washed away in
South Kashmir. Jhelum was flowing
at 27.15 ft, 4.15 above the danger
mark. Anantnag and Pulwama
district were badly affected due
to heavy rain. Several areas of
Anantnag district flooded due to the
overflowing Jhelum river and its
tributaries. Some parts of Kulgam
district, including Qoimoh, Mir
Bazar, Asthal and Devsar, were also
inundated as the Vaishav stream
breached its banks.

overall rainfall over Lakshadweep
and Andaman Nicobar Islands
recorded as normal, but the rainfall
was in negative category. Punjab,
CHD, Western U P in the North and
Bihar, Eastern U P, Telangana and
Rayalseema in the East and North
East also recorded deficient rainfall
during the period under review.
The overall rainfall has been uneven,
due to which some parts hit by heavy
showers resulting into floods, while
some parts of the country witnessed
for deficient rainfall.
Tamil Nadu was hit by pre-monsoon

heavy showers, causing for floods
during 3rd and 4th weeks of May
this year, but thereafter the sub
division received deficient rainfall.
Some parts including North,
Northeast and Northwest saw very
heavy showers in 2nd and 3rd week
of June. Parts of Jammu & Kashmir,
Rajasthan and Assam also hit by
heavy showers resulting in floods.
The flood situation in Assam
affected 700 villages in 15 districts
Barpeta,
Sonitpur,
Dhemaji,
Lakhimpur, Tinsukia, Darrang,
Nalbari, Goalpara, Jorhat, Kamrup,
Baksa,
Dibrugarh,
Kamrup,

Maharashtra Economic Development Council, Monthly Economic Digest

Heavy rain caused havoc in other
parts of the country too. Death toll
due to heavy rainfall in Gujarat
rose to 41, including 27 in worst-hit
Amreli district. The heavy rain in
Uttarakhand affected the Chardham
Yatra with pilgrimage to the
Himalayan shrines of Kedarnath and
Badrinath being interrupted. During
this period the country has recorded
24 per cent more rainfall than its
normal limit with central India and
southern peninsula, respectively,
receiving 52 per cent and 32 per cent
more rain. Heavy rainfall affected
some parts of the northern and
western areas including Rajasthan
and Gujarat once again in the first
week of August 2015. In the east,
the states of West Bengal, Odisha
and Manipur also got affected by
September 2015
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heavy rain.

South-West Monsoon from 1.6.2015 to 26.8.2015

Rainfall in mm

No.

Subdivision

Normal

Actual

%
Change

Excess Rainfall
1

West Rajasthan, HAR

210.4

348.2

65

2

West M P

661.5

832.0

26

3

Gangetic W. B.

840.3

1079.7

28

4

East Rajasthan

487.6

533.9

9

Normal Rainfall
5

Jammu & Kashmir

418.4

478.6

14

6

Himachal Pradesh

653.5

556.3

-15

7

Uttarakhand

971.9

804.0

-17

8

Sourashtra

375.5

403.8

8

9

Assam & Meghalaya

1409.1

1313.4

-7

10

Chhatisgarh

880.5

720.9

-18

11

Jharkhand

805.7

815.2

1

12

Orissa

855.7

722.4

-16

13

Vidharbha

742.8

636.6

-14

14

SHWB

1525.2

1336.2

-12

15

Arunachal Pradesh

1345.9

1357.8

1

16

Coastal A P

395.8

447.3

13

17

S. I. Karnataka

500.6

430.0

-14

18

Tamil Nadu - Pondichery

184.0

182.9

-1

19

Lakshdweep

805.6

691.9

-14

20

Andman Nicobar Island

1178.6

1086.9

-8

21

East M P

803.4

641.1

-20

22

Gujarat (East), DNH, Daman

700.1

556.6

-21

23

Punjab

383.9

255.7

-31

24

CHD

363.8

262.5

-28

25

West U. P.

584.5

406.9

-30

26

East U. P.

663.4

426.7

-36

27

Bihar

765.2

611.1

-20

28

NMMT

1154.5

825.1

-29

29

Konkan & Goa

2479.5

1681.9

-32

30

Madhya Maharashtra

551.3

339.4

-38

31

Marathwada

486.9

245.2

-50

32

Telangana

559.7

419.6

-25

33

Rayalseema

247.9

206.4

-17

34

Kerala

1750.6

1208.8

-31

35

Coastal Karnataka

2711.8

1964.9

-28

36

N. I. Karnataka

341.4

190.4

-44

All India

599.9

678.1

-12

Deficient

However, the dry spell, resulting
in weak rainfall over most parts of
the country during July and August
changed the monsoon scene, which
is an impact of El Nino. El Nino is
a weather phenomenon that leads
to warming of water in the Pacific
Ocean is often associated with
poor rainfall in India. Adequate
monsoon rainfall is crucial in India,
as more than 65 per cent farm land
is dependent on rainfall.
In its initial projections in April
this year the state owned IMD
had predicted 88 per cent rainfall,
while Skymet, a private research
organization
had
projected
normal rainfall during the current
monsoon. IMD in its revised
projection in August estimated
the overall rainfall to 84 per cent,
but Skymet is still firm on normal
rainfall. Again, IMD estimated
weak rainfall during August and
September. The normal period of
monsoon in India is of four months
from June to September, which is
crucial for Indian agriculture. Some
heavy showers are also observed
in October during last some years,
which are considered as postmonsoon showers and useful for
rabbi crops.
Good start of rain in June this year
encouraged countrywide farmers for
sowing of various crops across the
country. According to data compiled
by the Ministry of Agriculture,
Kharif crop has been sown in 938.41

Source : Indian Meteorological Division (IMD)
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lakh hectares till 21st August 2015,
as compared to 929.48 lakh hectare
last year at this time. Rice has been
sown/transplanted in 333.65 lakh
hectares, pulses in 101.96 lakh
hectare, coarse cereals in 167.69
lakh hectare, oilseeds in 168.25
lakh hectare and cotton in 110.23
lakh hectare.
Sowing Status As on 21.8.2015
(Lakh Hectares)
Crop

Area
sown in
2015-16

Area
sown in
2014-15

Rice

333.65

332.09

Pulses

101.96

92.57

Coarse
Cereals

167.69

162.27

Oilseeds

168.25

168.45

Sugarcane

48.84

47.17

Jute & Mesta

7.80

8.13

Cotton

110.23

118.81

Total

938.41

929.48

Source : CMIE

However, these crops are now
withering in the fields in most
parts of Karnataka, Maharashtra,
Bihar, Punjab, Kerala etc. due to
shortfall of rainfall. Some of these
parts are now observed like hot
summer. North Karnataka including
Belgaum, Bijapur and other north
interior parts are badly affected.
Likewise Southern and Western
parts of Maharashtra including,
parts of Sangli, Satara, Marathwada,
Vidharbha,
Kolhapur,
Solapur
etc are badly affected. Karnataka
government has already declared

drought in some districts.
Reservoir levels so far in the
country is also discouraging.
Storage levels in reservoirs in North
and North-East parts of the country
could be considered as normal or
better so far, but storage levels in
southern parts of the country is very
low, compared to last year’s water
storage and also lower than last 10
years’ average levels. Storage levels
of reservoirs in Maharashtra and
Karnataka is a matter of concern.

left and is expected to rejuvenate
the rainfall, which will be helpful
for kharif crops to some extent. Also
some post monsoon heavy showers
are also expected in October and
will be helpful to raise water levels
of reservoirs and for rabbi crops.
Meanwhile, the government is
required to plan for tackling the
drought in the country.
sbgoilkar@rediffmail.com
the author is the sr. economist

One more month of the monsoon is
Storage Levels of Some Reservoirs (% of Capacity) as on 27.8.2015
Reservoir

State

Current
Year

Last
Year

Last 10 Years'
Average

Gobind Sagar

HP

92

90

81

Pond Dam

HP

92

69

74

Rana Pratap

Rajasthan

98

93

72

Orissa

60

56

66

Machkund

Orissa

50

50

62

Sabarmati

Gujarat

89

25

51

Gandhi Sagar

MP

91

66

45

Srisailam

AP

9

32

74

Hirakud

Sriramsagar

AP

10

29

49

Idukki

Kerala

57

57

59

Periyar

Kerala

41

60

54

Mettur

Tamil Nadu

61

81

72

Parambikulam

Tamil Nadu

54

87

85

Koyana

Maharashtra

80

95

97

Uppar Vaitarna

Maharashtra

64

91

86

Krishnaraja Nagar

Karnataka

55

100

89

Ghatprabha

Karnataka

41

84

94

Source : CMIE
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Monsoon Clouds over the Economy

- MEDC Research Team

“

This year’s monsoon is
peculiar; where it is raining,
it is creating floods and other
places, it is dry. Certain phenomena
which cause good rainfall in (the)
southern peninsula usually are
absent this season. That is the
reason for the deficit there,”
--- an IMD official.
Indian monsoon, the most prominent
phenomenon of the world’s monsoon
systems, primarily affects India and
its surrounding water bodies further
impacting the agriculture and the
economy of the country. Monsoon is
an important phenomenon not only
because it brings respite from the dry
and humid summer but also because
the economy of the country largely
depending on agriculture and the
agricultural community depends on
the timely onset of the monsoon in
India.
Geographic Significance
It blows from the northeast during
cooler months and reverses direction
to flow from the southwest during
the warmest months of the year.
This process brings large amounts of
rainfall to the region during June and
July.
At the Equator the area near India is
unique in that dominant or frequent
westerly winds occur at the surface
almost constantly throughout the
year; the surface easterlies reach only
to latitudes near 20° N in February,
and even then they have a very
strong northerly component. They
soon retreat northward, and drastic
changes take place in the upper-air
22
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Table 1: Rains in the Month of July
Actual
Rainfall
(in mm)

Normal
Rainfall (in
mm)

% departure
from natural

Country as a whole

30.1

61.4

-51

North west India

27.1

37.9

-28

Central India

17.2

70.4

-76

South peninsular India

9.6

49.4

-81

East and north west India

88.3

102.2

-14

Regions

Source: India Meteorological Department (IMD)

circulation (Jet streams). This is a
time of transition between the end
of one monsoon and the beginning
of the next. Late in March the highsun season reaches the Equator and
moves farther north. (source: CMIE)
The Indian monsoon, a seasonal
event that brings key moisture to an
agricultural region where about 20%
of the world’s population resides,
is getting more extreme with every
passing year.
A new study released in the Journal
“Nature Climate Change” found that
extreme wet and dry spells within the
monsoon period have increased since
1980, making it very difficult for the
forecasters to predict the impact and
the extent of monsoon over longer
durations.
Ms. Deepti Singh, the lead author of
the study and a doctoral candidate
in the Environmental Earth System
Science program at Stanford, said
changes in the monsoon are important,
because farmers there are very
dependent on rain-fed agriculture for
food production both nationally and
for export.
Although it has been previously
known that overall monsoon rainfall

has lessened, few researchers have
found changes in extremes making
monsoons even more unpredictable.
The frequency and intensity of
extreme events within the monsoon
are important, as periods of intense
rainfall can lead to floods, while
periods of extreme dryness can
lead to crop failures, particularly at
certain growth states when crops are
particularly vulnerable.
In India the monsoon months of
June to September provide threequarters of total rainfall, an average
of 89cm (35 inches). But in four
out of ten years it has proven to
be erratic. Evidence from the past
quarter-century suggests the Indian
monsoon is growing less stable. Signs
are tentative, and predicting monsoon
behaviour is becoming a daunting
task to do.
Impact of Climate Change on
Monsoon
Climate change should mean more
rain for India. Over the past six
decades its land mass has been
warming. Orchards are being
planted on higher slopes than before;
Himalayan glaciers are retreating.

Maharashtra Economic Development Council, Monthly Economic Digest

Cover Story
Monsoon and its impact on the Economy

Source: India Meteorological Department (IMD)

In theory, study shows that more
heat means more evaporated water
in the air, drawn in from the seas,
and thus wetter, longer monsoons.
Scientists talk of a 10% increase
in downpours, good for recharging
reservoirs, rivers and groundwater,
though it won’t necessarily arrive
in the right time, places or intensity.
Anything less than 90% of the
average rainfall in a region is
regarded as deficient rainfall. The
most obvious victims of deficient
rainfall are the farmers. Without
proper rainfall they are left with
absolutely no hope. In a nutshell,
improper rainfall also contributes
to increase in inflation. While
proper rainfall can help food
production reach unprecedented
levels, deficient rainfall can lead
to paucity in the total agricultural
production.

Table 2:Rainfall as % of LPA
(Long Period Average)
Region

2014
(Actual)

2015
(Forecast)

North-West

79

85

Central

90

90

South
Peninsula

93

92

North-East

88

90

All-India

88

88

Source: IMD

Current Scenario
If we go by the reports, the southwest
monsoon
has
shown
marked
improvement over central and eastern
parts of India in the past few days,
narrowing the cumulative deficiency
for July to 15 % from 50%.
However, the situation is worrisome
in parts of central Maharashtra,
Marathwada, Rayalseema region
of Andhra Pradesh, some districts
of Telangana, and north interior
Karnataka, where the total seasonal
shortfall so far has been 50%.

Maharashtra Economic Development Council, Monthly Economic Digest

The cumulative rainfall shortfall
across the country from June 1 to July
28 has come down from seven per
cent to four per cent in the past few
days and could drop below two per
cent by the month-end on the back of
improvement in showers.
Private weather forecasting agency
Skymet in its latest weather update
said good run of southwest monsoon
is likely to continue in the month of
August. Monsoon has been normal so
far for the whole of August at 98% of
50-year long period average (LPA).
The prospects of summer crops such
as rice, pulses and oilseeds are ‘good’
in most parts of the country, barring
some interior parts of Maharashtra,
Andhra Pradesh, Telangana and
Karnataka. Around 50 per cent of the
sowing of summer crops has been
completed so far in this kharif season
and farmers have taken up pulses,
oilseeds and coarse cereals in a big
way, according to the latest data of
the agriculture ministry.
September 2015
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The situation is not good in
central Maharashtra, Marathwada,
Rayalseema region of Andhra Pradesh,
some districts of Telangana and north
interior Karnataka. These areas
have received lower rains and there
are concerns about crop prospects.
Dismal monsoons in Maharashtra
are likely to impact cotton and soya
in Marathwada and Vidarbha region,
according to the reports by the state’s
agriculture department.
The effect of weak monsoon can
already be seen in different parts of
Maharashtra wherein Mumbai will be
facing 20% water cut in the coming
days. Latur, district in Maharashtra
which is located in the arid region
of Marathwada belt has been facing
severe shortage of water and with a
weak monsoon this year the problem
only seems to aggravate more leaving
people in distress. The government is
compelled to transport water by rail
from Pandharpur to Latur.
After solid start in June, there has been
a complete dry spell in July which was
followed by few spells of rains in the
first fortnight of August. The impact
is evident on the state’s farm sector.
Although nearly 87% of the sowing
operations have been completed
across the state so far, officials have
now begun thinking on the lines of
planning for Rabi since it is too late
Available Drinking Water for
Mumbai (in MLD)
Modak Sagar

1,19,706

Tansa

1,16,874

Vihar

11,879

Tulshi

7,878

Upper Vaitarna

1,09,195

Bhatsa

4,31,188

Madhya Vaitarna

1,88,965

WATER STORAGE (IN MLD)
2014

13,67,486

2015

9,85,684

Source : Maharashtra Times dt. 1/09/15
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to even go in for contingency plans to
rescue the Kharif season.
According to Vikas Deshmukh,
Agriculture Commissioner, although
sowing operations have been
completed well in time, the complete
dry spell in July has resulted in wilting
of crops for the want of rains. In June
there has been 103% average rainfall
which has dropped down to just 33%
in July. So while the planting has
been done the dry spell has affected
standing crop and this will in turn
affect overall production. This year
cannot be compared to the previous
year at all since last year after a lean
start, monsoons began late in July and
picked up later while the picture has
been reverse this year, he said.
The scene in Marathwada region
is pretty bad with reports of less
then 50% rain. Seven districts in
Maharashtra have been identified as
less than 50% rain and the impact
will definitely been seen on crops.
These include Nashik, Solapur,
Kolhapur, Beed, Latur, Osmanabad
and Parbhani. Kolhapur traditionally
witnesses heavy rainfall and has been
able to make up because of its water
levels. Solapur is primarily a Rabi
crop region. The impact will be seen
on crops in these regions. Soybean,
cotton and jowar have been impacted
the most because there has been a
35-40 day gap after the planting. If
we go by the government reports on
the extent of rainfall in Maharashtra
about 16 districts have been identified
with less than 75% rains and another
10 districts have had between 75100% rainfall.
High food costs lifted India’s June
consumer inflation to an eight-month
high, and a further rise could stop
the central bank from cutting lending
rates that are key to boosting growth.

prices have touched a two-year high
of Rs 4,900 per quintal, a rise of 65
percent in just one month. Prices could
jump further as a mismatch between
demand and supply is expected to
worsen due to weak monsoon rains.
Moody’s a credit rating agency cut
its forecast for India’s economic
growth to around 7 percent this year
from 7.5 percent because of lowerthan-expected rainfall in the ongoing
monsoon season.
Summing Up…
Lastly, agriculture isn’t the only sector
which is affected by the performance
of Monsoon. In fact, as many as a
dozen sectors depend on Monsoon,
either directly or indirectly. Thus it
is safe to say that Monsoon does play
a big role in India. The agricultural
output of rain-fed crop areas in the
country has social, political, as well
as economic implications.
The population of India is increasing
at a much faster rate than the total
food grains production and soon
the country may be facing a serious
economic crisis. A large part of the
monsoon water which is currently
unutilized should be held at suitable
locations for irrigation and possible
power generation.
Already, prices of agricultural
commodities rose sharply last month
as expectations that the output will
be badly hit this Kharif season due
to scanty rainfall in major producing
areas gained ground. A rise in agriinflation leads to a cascading effect
on manufactured goods inflation
and in turn an increase in the overall
headline inflation.
sarabjitk@medcindia.com
The author is the Jr. Economist in MEDC

At Lasalgaon, Nashik, the largest
wholesale market for onions in India,
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Monsoon: Another Dry Season Ahead…

- MEDC Research Team

S

econd straight year of
Deficient Monsoon: The
Indian
Meteorological
Department’s (IMD) has predicted
monsoon to be at 9.3% of the long
period average (LPA) with a margin
of error of +/- 5%. It has lined up
three probabilities- 28% for a normal
monsoon, 35% for below normal and
33% for deficient. Significantly, the
weather bureau did not predict an El
Niño event.
A normal monsoon is essential to
push economic growth this year,
given weak investment climate,
halfhearted export growth and fragile
consumption. According to CRISIL
base case, given a normal monsoon,
is that agricultural growth will be 3%
-- up from a weak base of 1.1% in
fiscal 2015.
A second straight year of weak
monsoon will decrease the efficacy
of India’s irrigation ecosystem and
hit agricultural output and farmers
adversely. To add to this, unseasonal
rains since early March have already
had a negative impact on many crops.
According to CRISIL calculations, a
deficient monsoon, if it comes true,
will shave off 50 basis points GDP
forecast of 7.9% for fiscal 2016.
Earlier, SKYMET Weather Services
had forecast rainfall at 102% of the
LPA. The private-sector forecaster
also does not expect the dreaded El
Niño condition to play out this year,
but climate researchers abroad are
predicting enhanced possibility in
2015. The condition, which typically
occurs at irregular intervals of three
to five years, weakens the Asian

monsoon, often causing drought in
north-west and central India and
heavy rainfall (or even floods) in
north-east. The monsoon may start
withdrawing from north-west India
the first week of September, a forecast
issued by the Indian Institute of
Tropical meteorology said, even as
the countrywide rain deficit grew to
12% for the season. September 1 is
the normal date for monsoon to start
withdrawing from the country. If IITM
prediction comes true, would mean
the northwestern plains of Rajasthan,
Punjab, Haryana and Delhi may
not get much rain for the rest of the
season, indicating an increase in the
overall rainfall deficiency1
If El Niño indeed plays out, it will be
for the second straight year. And this
time, the impact on agricultural
output will be greater compared
with last year. El Niño conditions
impact spatial distribution of
rainfall, causing floods in some parts
and drought in others. After last
year’s weak monsoon, India’s northwest region has lesser capacity to
withstand another inadequate spell
of rains.

Less than Normal monsoon to Pull
Down Agricultural Growth:
In case of a normal monsoon, India
Rating & Research (Ind-Ra) does not
expect any significant downside risk
to the agricultural production and
expects agricultural GDP to grow at
2.1% in FY16. In case the aggregate
end-season all-India rainfall remains
normal but north-west India’s rainfall
turns out to be 85% of LPA, Ind-Ra
expects agricultural GDP to grow in
the range of 1.0%-1.5% in FY16. In
case aggregate end-season all-India
rainfall is 88% of LPA and north-west
India’s rainfall is 85% of LPA, Ind-Ra
believes agricultural GDP will grow
in the range of 0.0%-0.5%.Monsoon
and its impact on agriculture attract a
substantial amount of attention every
year at the onset of summer. The share
of agriculture in GDP has fallen to
18.0% in FY14 from 57.4% in FY51.
However, the course of monsoon and
its impact on agriculture to influence
the growth dynamics of the country
has not diminished proportionately.
This will not be the only direct
impact. There will be a chain reaction:
agriculture output will fall, causing

Table 1: Probability forecast for the Season (June to September) Rainfall
RAINFALL
RANGE (%LPA)
Deficient

< 90

FORECAST PROBABILITY (%)
2014 - 1st
Forecast

2014 –
Actual

2015 – 1st
Forecast

23

33
35

Below Normal

90-96

33

Normal

96-104

35

Above Normal

104-110

8

3

>110

1

1

Excess
Overall Deficiency

5

28

12

7

Source: CRISIL Research
1 Times of India- 28/08/2015
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Figure 1: El Niño years and deviation in rainfall from the LPA

farm incomes and rural demand
to decline; there will be spill over
impact on industry from higher cost
of agricultural inputs; government
will be under pressure to increase
minimum support price (MSP), and
food prices will turn volatile.
2

Due to El Niño the monsoon in 2015
is projected to be below normal for the
second consecutive year. The Indian
Meteorological Department (IMD)
says that since April 2015 weak El
Niño conditions have developed over
equatorial Pacific Ocean. It expects
the El Niño to strengthen further
and reach a moderate intensity as the
monsoon season3 progresses.
2 El Niño refers to the warming of the sea
surface temperatures in central and
eastern tropical Pacific Ocean by at least
0.5°C or higher than the average value.
The sea surface temperature anomalies
(SSTA) are captured by the ONI which is
a moving three-month average of SSTA
in the Pacific Ocean. When the value
of ONI for five consecutive overlapping
months rises above 0.5°C, the year is
declared as an El Niño year. El Niño
leads to changes in the wind patterns
that trigger floods and droughts in different parts of the world.
3 The World Meteorological Organization
as also Australia’s Bureau of Meteorol-
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El Niño and Monsoon
While the probability of witnessing
El Niño in 2015 will increase as
the monsoon progresses; it does
not necessarily imply low rainfall.
However, El Niño is not the only
factor that decides the performance
of southwest monsoon over India.
Other relevant climate drivers such as
the state of the Indian Ocean Dipole
(IOD), the Tropical Atlantic SST
and Eurasian land heating are also
important. The relative impact of all
these parameters determines the state
of the monsoon over the region.
That said, El Niño affects spatial
distribution of rainfall and therefore
agriculture production.
In 2014, rainfall deficiency in northwest India was 21%. Seven satesPunjab, Uttar Pradesh, Haryana,
Andhra Pradesh, Madhya Pradesh,
Bihar and Maharashtra - experienced
poor rains with rainfall deficiency
ranging from 17% to 56%. At the
same time, there are also states
that saw excess rainfall and floods
because of El Niño. Parts of central
India, east and north-east witnessed
floods towards the latter part of the
ogy expects El Niño to strengthen over
the next few months.

season as depicted by sudden decline
in cumulative rainfall deficiencies.
Madhya
Pradesh,
Chhattisgarh,
Orissa and Jammu & Kashmir were
the worst hit by floods last monsoon
season.
Given
their
reasonably
high
irrigation levels, Punjab (98% of
total area), Haryana (85%) and Uttar
Pradesh (76%) were less affected by
deficient rainfall last year. However,
a second year of weak monsoon
can impact them. Even with good
irrigation cover in these states, two
consecutive years of weak rainfall
would bring down the effectiveness
of irrigation systems. Additionally,
ground-water levels have been
fast depleting across the country.
Ground water is recharged mainly
through rainfall. As per IMD, rainfall
deficiency in Punjab was 50% and
Haryana at 56% last year.
Agriculture
The ability to absorb the shock varies
across the states and is linked to
the area under irrigation. Increased
irrigation intensity (gross irrigated
area as a percentage of gross cropped
area) has somewhat reduced the
vulnerability of Indian agriculture
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over the years.
The area under irrigation in FY12
was 46.9% compared with 40.1%
in FY97. As a result, the correlation
between the Kharif food grain output
and monsoon rains (June-September)
declined to 0.3 for FY05-FY14
compared with 0.6 for FY97-FY04.
However, correlation varies across
different regions with both area sown
and food grain output. A glance at
the region-wise correlation between
area sown and food grain output with
rainfall (Table 2) suggests that central
and south peninsular India is more
vulnerable to monsoon rain shortfall.
On the other hand, the negative
correlation between monsoon rainfall
and Kharif acreage/output in northeast India shows the adverse impact
of heavy rainfall, which often leads
to floods and destruction of crops.

Increase in the Rabi crop output has
helped reduce the adverse impact of
the deficient monsoons on India’s
agriculture. Historically, agriculture
production in Kharif season used to
be higher than in the Rabi season.
However, Rabi food grain production
now is either at par or higher than
Kharif production. A deficient or
uneven/delayed monsoon affects
Kharif production.
Monsoon and Food Inflation
A less-than-normal monsoon raises
the scare of food inflation. Looking to
two recent episodes of drought 2002 &
2009. Both years witnessed a decline
in acreage and a drop in the output
of food grains. Whereas the acreage
and output in 2002 declined by 7.3%
and 17.9% respectively, the same

Table 2: Correlation between monsoon rainfall (June-September)
and Agriculture (Kharif)
Region
North western
India (NWI)

FY97-FY04

FY05-FY14

Area

Output

Area

Output

0.3

0.3

-0.8

0.7

FY97-FY14
Area
0.3

Output
0.3

Central India

0.9

0.9

0.1

0.5

0.7

0.7

Northeast India

-0.2

-0.2

0.7

0.2

-0.1

-0.1

South Peninsular
India

0.5

0.5

0.2

0.6

0.5

0.5

All India

0.8

0.6

0.3

0.3

0.4

0.5

Source: Ministry of Agriculture
Maharashtra Economic Development Council, Monthly Economic Digest

declined by 1.2% and 7.0% in 2009.
Clearly, the decline in terms of both
acreage and output of food grains in
2009 was significantly less than the
decline witnessed in 2002. Yet, the
prices of food grains in 2009 (FY09:
11.0%, FY10: 14.4% and FY11:
5.1%) escalated much more than in
2002 (FY02: 0.8%, FY03:1.2% and
FY04: 1.1%). The two factors that
contributed significantly to food
inflation in 2009 were (i) inadequate/
ineffective government intervention
in the market despite sufficient food
grain stock available and (ii) a sharp
rise in the minimum support price
(MSP) of food grains.
Inadequate/ineffective government
intervention in the market led to
hoarding and speculation. The retail
mark-up over wholesale prices
corroborates this. The gap between
retail and wholesale prices on
account of transactions costs plus
margins is likely to remain stable
over time, and any sudden/abnormal
movement between the two could
indicate an increase in the hoarding
and speculation activity. The retail
mark-up over wholesale prices
increased sharply for key food items
namely wheat, rice and pulses. From
March 2009 to March 2010, while it
increased from 9.2% to nearly 11.0%
for wheat, it increased from about
7.0% to 9.4% for pulses (tur).
As MSP fixes the floor price
the wholesale/retail price never
falls below it, irrespective of the
supply situation of the agricultural
commodity in question. While MSP
for wheat shot up to INR1,080 per
quintal in 2008-2009 from INR800
per quintal in 2006-2007, the MSP
for common rice increased to INR900
from INR620 per quintal. This means
a first-time 37.5% and 61.3% increase
in MSP of wheat and rice respectively
in a span of three years.
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Therefore, a two pronged strategy
needs to be devised and implemented
to contain the adverse impact of the
deficient monsoon on agriculture
and food grain prices. With respect
to minimising the adverse impact of
rainfall on agriculture, a practical
and implementable contingency
plan should be ready even before
monsoon failure becomes a reality.
The government should proactively
intervene in the market to contain the
hoarding and speculation activity as
was the case in 2002. In this regard
two initiatives announced in the
recent past by the government need to
be used aggressively to monitor and
stabilise the agricultural commodity

market – (i) the INR5bn price
stabilization fund and (ii) making
hoarding a non-bail able offense.
Containing/restricting/minimising the
increase in Minimum Support Price
(MSP) is a more complicated issue.
The Commission on Agricultural
Costs and Prices, which recommends
the MSP to the government, says
that in the recent past there has
been a sharp escalation in the
cost of production of agricultural
commodities, and therefore to keep
farmers incentivised, there is no
choice but to raise MSP.
The core of the rising MSP is
the stagnation in agricultural

productivity. There is an inverse
relationship between the real cost of
production and productivity i.e., as
productivity goes up, real costs come
down. Therefore, a prudent response
to ever increasing costs of production
lies in the enhancement of agricultural
productivity, otherwise pressure to
increase the MSP in accordance with
the cost of production will continue.
Conclusion
The first forecast for 2015 by the IMD
paints a cloudy picture with chances
of below-normal monsoon being the
highest. Given unseasonal rains in
recent months and inadequate spells
last year, a second straight year of
below-normal monsoon will take
a toll on the economy. But these
are early days and the second
forecast by IMD in June will offer
a clearer picture and therefore
show how growth will shape up
in fiscal 2016. Its fingers crossed,
till then.

snehag@medcindia.com
the author is the trainee economist in MEDC

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 30th September 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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