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Dear Members,

In many fields of  socioeconomic endeavour, 
Maharashtra remains the undisputed torchbearer 
of  the country. Many government initiatives like 
Make in India and Magnetic Maharashtra have 
had a deep impact to the industrial growth of  
the state. Maharashtra has shown continuous and 
sustained increments in industrial production 
since independence. The state is also blessed 

with a 720 km coastline which makes the harnessing of  the blue economy 
a viable proposition in the overall growth and development strategy of  
Maharashtra.

Maharashtra plans to grow into a trillion dollar economy by 2024-
25, which will likely make it the first state economy of  the country to 
achieve this distinction. That is eminently doable considering that much 
of  the policymaking by Maharashtra’s visionary leaders has largely laid 
the groundwork for this transformation. Maharashtra remains a key 
destination for industrial investment in the country, with almost half  of  
the approved investment being in the IT and fuel industry. Maharashtra is 
also the recipient for about half  of  the total FDI into the country. This is 
partly due to the significant improvement in the ease of  doing business in 
the state compared to many others. That is, of  course, no reason to remain 
complacent as competition is rising and many other parts of  India are now 
catching up. 

Maharashtra faces a specific set of  challenges and opportunities for policy 
initiatives. Structures of  political economy and public policy have a complex 
relationship. Luckily, on the whole, they have been handled skilfully in 
Maharashtra. That is how Maharashtra was able to invest relatively heavily 
in the physical and social infrastructure needed to build a modern and 
dynamic society, capable of  competing with the other states of  India as 
well as the rest of  the world. 

This is not to say that everything is rosy. Maharashtra’s agricultural sector 
is beset with many problems, not the least of  them being regular farmer 
suicides particularly in the Vidarbha region. Both floods and droughts are 
becoming an increasingly common feature of  the landscape, leaving a trail 
of  devastation in its wake. Like many other parts of  India, Maharashtra is 
a land of  contrasts. It is amongst the richest states of  India but poverty 
remains around the national average. It boasts of  entrepreneurial farmers 
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who grow Alphonso mangoes, grapes, onions, oranges and sugarcane, 
among other crops, while some farmers go bankrupt and commit suicide. 
Mumbai is the financial and commercial capital of  India and contributes 
over a third of  the nation’s direct tax, but it is also riddled with issues 
pertaining to inadequate public infrastructure. The good news is that 
things are changing. 

The state government has drawn up a new industrial policy for the growth 
of  industries and for the enhancement of  the ease of  doing business in 
Maharashtra. The MSME sector is being aggressively promoted and special 
concessions are given to women, the socioeconomically deprived and 
small scale industries. A single window clearance system is becoming the 
norm in many spheres of  economic activity. Job fairs are being organized 
in different parts of  the state and gainful employment opportunities are 
again on the rise. Infrastructure bottlenecks which were delaying economic 
development of  the state are being systematically addressed and there are 
welcome signs that those gaps are being gradually closed.Maharashtra is 
again all set to become India’s crowning glory.

The current issue of  the Digest analyses some of  the issues pertaining 
to the contemporary political economy of  Maharashtra, so as to better 
understand how public policies can be improved further to clear some of  
the cobwebs hindering the socioeconomic development of  the state. We 
hope that it leads to further discussions and debates, ultimately, producing 
better insights into the governance-related issues facing our state. 

Ultimately, all of  us are stakeholders inensuring that Maharashtra becomes 
the nation’s first trillion dollar economy. This is, of  course, easier said than 
done, but the optimal mix of  public-private partnerships to support this 
ambitious initiative will surely bear fruit.
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The Political Economy of  Infrastructure 
Development in Maharashtra

Dr. Dhananjay Samant
Chief  Economic Adviser

MEDC
economist@medcindia.com

Introduction 
The most progressive state in 
India, Maharashtra, was born in 
1960. It has seen many leaders 
and political parties come and go, 
but what has remained constant 
is the desire for infrastructural 
development in the service 
of  the economic growth of  
the state. Although some of  
Maharashtra’s past policies may 
not have been too conducive to 
consistently raising benchmarks 
for infrastructure growth across 
the state, things have changed 
under the able leadership of  the 
current Chief  Minister. This is, 
indeed, necessary, if  Maharashtra 
is to become a trillion dollar 
economy in the coming five 
years.The state is rich in untapped 
potential and all possible 
mechanisms need to be explored 
for its sustainable exploitation. 
After all, Maharashtra has been, 
in many aspects, a torchbearer 
for the rest of  the country, 
and accelerating vital growth 
drivers through strategic 
infrastructure development, is 
the best way ahead. Of  course, 
the environment has to be kept 
in mind at each state of  the 

development process, as the 
idea is to not only develop a 
technologically smart state but 
also an ecologically smart state. 
Here we attempt to highlight 
some of  the key observations to 
that effect. 
Rural infrastructure development
Maharashtra is gradually shifting 
from primitive to sustainable 
construction techniques to 
reduce the carbon footprint of  
infrastructure growth. A key task 
of  the government is to provide 
villages with connectivity to 
the major townships and urban 
areas. That will help the local 
economies in their growth and 
development processes. On an 
average, 4138 km of  roads are 
being constructed annually and 
the construction of  Green roads 
is also now assuming prominence. 
Green roads are roads 
constructed as per a relatively 
new design concept integrating 
transport functionality and 
ecological sustainability. The 
result are roads that benefit 
transportation, the ecosystem, 
local growth, public health and 
the surrounding communities. 

In the recent past, endeavours 
to invite private partnership in 
the infrastructure sector have 
been renewed. However, given 
the strategic importance of  
infrastructure services, their role 
as public goods, their forward 
and backward linkages, their 
natural monopoly characteristics 
and associated externalities, 
along with the large and lumpy 
nature of  investments involved, 
the government can never fully 
relinquish its role as the key player 
in this space. The modernization 
of  road infrastructure in rural 
Maharashtra has been made a 
top priority, and the results of  
this positive approach are visible 
in the rising strength of  the 
rural economy. Despite difficult 
economic circumstances, the 
state government has delivered 
many successful infrastructure 
initiatives for rural Maharashtra. 
They form a part of  larger poverty 
eradication and development 
strategies in the region.
Mumbai Infrastructure Development 
Maharashtra has a record 54% of  
its population residing in urban 
areas. As far as infrastructure 
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development goes, the needs 
of  rural and urban Maharashtra 
differ somewhat. For example, 
Mumbai’s choked roads are 
a matter of  concern if  top 
talent is to be retained in the 
metropolis’ workforce. After all, 
the more skilled an employee is, 
the more sensitive he/she will 
be to the amount of  time spent 
on commuting. If  Mumbai is to 
retain its numero uno position in 
India, its internal transportation 
systems have to be drastically 
improved. To decongest 
Mumbai’s thoroughfares, the 
government has undertaken the 
construction of  the metro and 
the coastal road, both of  which 
have the potential to reduce 
travel time considerably and also 
provide the public comfort and 
security while travelling. 
Maharashtra Samruddhi Mahamarg
Probably the biggest achievement 
of  the state government in the 
infrastructure space is the initiation 
of  the Nagpur Mumbai Super 
Communication Expressway project. 
Without doubt, this expressway 
will be a trendsetter in the field 
of infrastructure development in 
Maharashtra in the near future. 
With a length of  701 km, it is the 
longest expressway in the country 
and it passes through 10 districts 
and 29 talukas of  Maharashtra. It is 
going to be a game-changer for the 
state’s economy. 

A key feature of  this project was 
its land acquisition process, which 
was successfully completed by 
MSRDC in less than a year. The 
land was acquired peacefully 
from the farmers through 
interpersonal communication 
and mutual understanding. 
Transportation of  agricultural 
and other kinds of  produce to 
and from the extremities of  
the state will become easier 
and faster, thus aiding the 
process of  economic growth. 
About 20 Krushi Samruddhi 
Kendras, equipped with modern 
amenities, will be set up at regular 
intervals on the expressway. 
They are expected to provide 
employment opportunities in 
the near future. The project is 
expected to generate about 20 
lakh employment opportunities 
in the coming two decades, and 
also arrest the rate of  migration 
from rural to urban areas.
Issues pertaining to infrastructure 
development 
Both Mumbai and Maharashtra 
are witnessing a huge thrust 
on infrastructure development 
which was missing for a long 
time. Many diverse projects in the 
region have opened up contract 
work opportunities worth over a 
trillion rupees for infrastructure 
developers. However, the tie-up 
of  finance for these amountsisn’t 
always easy, especially considering 

that most of  them have to be 
completed to tight deadlines, 
mainly between 2019 and 2022. 
Connectivity comes at a cost and 
adequate budgetary provisions 
need to be made, especially for 
works in rural areas. However, 
the government has displayed a 
positive attitude and is actively 
pursuing structural reforms to 
enhance the economy’s efficiency. 
Conclusion 
Maharashtra is the leading 
contributor to India’s GDP, and 
it has successfully maintained 
this distinction for a long time 
now. The state government has 
demonstrated a strong political 
commitment to this end, 
encouraging plenty of  quality 
strategic research and scientific 
inputs,both from the public and 
the private sectors, to ensure 
that the innate potential of  the 
state is maximized. Possibly the 
country’s first, Maharashtra is 
planning to become a trillion 
dollar economy over the coming 
five years, and a push towards 
sustainable infrastructure 
development will be a key factor 
responsible for realizing that 
dream. Ultimately, the more 
effectively we can harness 
middle class sentiment to push 
socioeconomic development, 
the sooner will we be able to 
deliver the infrastructure that 
Maharashtra so badly needs. 
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India needs its own $1 trillion states; is 
Mumbai the answer?

For Maharashtra to become a 
$1 trillion economy, Mumbai 

would need to double or triple the 
size of  its economy, on the back 
of  its preeminent role in service 
industries, especially finance.

Mumbai is the engine of  the 
prosperous western state of  
Maharashtra, India’s largest 
regional economy with a GDP 
somewhere between $350-400 
billion; the city contributes well 
over half  the total. Mumbai is 

the engine of  the prosperous 
western state of  Maharashtra, 
India’s largest regional economy 
with a GDP somewhere between 
$350-400 billion; the city 
contributes well over half  the 
total. Even as India is consumed 
by its upcoming elections, the 
world’s biggest, the country is 
nearing another milestone: It’s 
set to overtake the UK to become 
the world’s fifth-largest economy. 
By 2030, its GDP could top 
$10 trillion. Yet, unusually for 

such a geographically large and 
economically vibrant country, 
India has no states to compare 
to California in the U.S., China’s 
Guangdong province or Japan’s 
Kanto prefecture — all regions 
with $1 trillion economies. Nor 
does it have a city on par with 
New York or Tokyo, both of  
which boast bigger economies 
than countries such as Canada 
and Indonesia, accounting for 
over a tenth of  national GDP 
apiece.

Mumbai is the engine of  the prosperous western state of  Maharashtra, India’s largest regional 
economy with a GDP somewhere between 0-400 billion; the city contributes well over half  the total.
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India’s next leader will have a 
once-in-a-lifetime chance to 
change that by transforming the 
country’s commercial capital, 
Mumbai. A better one might 
never come along.

Mumbai is the engine of  the 
prosperous western state of  
Maharashtra, India’s largest 
regional economy with a GDP 
somewhere between $350-400 
billion; the city contributes 
well over half  the total. For 
Maharashtra to become a $1 
trillion economy, Mumbai would 
need to double or triple the size 
of  its economy, on the back of  
its preeminent role in service 
industries, especially finance. 
That means competing with the 
likes of  Singapore and Shanghai 
to attract global banks and other 
world-class financial institutions 
to the humid, traffic-choked city.

This poses obvious challenges. 
It’ll require regulatory changes, in 
particular ending the uncertainty 
and complexity around taxation 
for financial services firms, 
which has led to the bulk of  
the local fund-management 
industry moving to Singapore. 
Maharashtra will also have to 
establish a first-rate system for 
resolving commercial disputes, 
involving everything from fast-
track courts to international 
arbitration.

Just as importantly, the chaotic 
city needs to create an efficient 
core — a business district 

attractive enough for leading 
global businesses to want to 
locate there. Dense urban 
clusters create agglomeration 
benefits, one of  the very few ways 
available to improve productivity 
permanently.

This is, to say the least, hard to 
imagine. However much residents 
love Mumbai’s freewheeling, 
cosmopolitan spirit, the city is an 
infrastructural mess. Headlong 
growth has worsened congestion, 
air pollution and the general 
quality of  life. Urban planning 
is mostly an afterthought. 
Haphazard development and an 
explosion in car ownership has 
made parts of  the cramped city 
virtually unnavigable during rush 
hour, when the average commute 
from the airport to downtown 
Mumbai can take over 1.5 hours.

However, Mumbai has a 
unique opportunity to turn 
its fortunes around. The city’s 
port, which occupies about 900 
hectares along the prime eastern 
waterfront, is slowly vacating 
the area because shipping and 
allied activities have moved 
elsewhere. Redevelopment 
plans so far have focused on 
infrastructure, including a cruise 
ship terminal. The area could be 
something much bigger: a means 
to transform Mumbai into a 
financial powerhouse on par 
with Shanghai and Hong Kong.

Remember that the City of  
London occupies only 290 

hectares. Canary Wharf, 
London’s new financial district 
where most major banks are 
located, is just over 40 hectares. 
This tiny area hosts financial 
services firms that provide 
160,000 jobs with an average 
wage in excess of  £100,000, while 
serving as a magnet for other 
businesses; those 40 hectares 
generate economic output 
of  over $50 billion annually. 
Harvard’s Ed Glaeser shows that 
the area in midtown Manhattan 
between 41st and 59th Streets 
houses 600,000 workers, earning 
$100,000 on average. In Asia, 
the central business district of  
Singapore is built on 184 hectares 
and the Dubai International 
Financial Centre on 45 hectares.

Working with city and state 
officials, India’s next government 
should aim to redevelop the port 
area into an efficient, dense, 
walkable cluster offering the 
high quality of  life and green 
spaces lacking in the rest of  the 
city. The experience of  reviving 
the London Docklands shows 
what’s possible. Much like 
Mumbai, the port of  London 
also suffered the impact of  
containerized traffic in the 1960s. 
Soon, the entire port closed, 
leaving nearly 2,000 hectares of  
land derelict. Redeveloping the 
area and building Canary Wharf  
into a global financial centre 
took a coordinated effort from 
the government, the transport 
authority and the property 
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developer.

A dedicated development 
authority, the London Docklands 
Development Corporation, 
provided focus. Priority was 
placed on creating buildings 
with large trading floors, a key 
need for financial services and, 
in particular, robust public 
transport links. The latter 
allowed for density and access 
to the labour market of  greater 
London, without worsening 
road congestion. Indeed, there 
are only 5,000 parking spaces in 
Canary Wharf  and they are rarely 
full. Strategic communication 
efforts were designed to 
withstand changes in political 
and economic cycles.

The challenge in Mumbai will 
be greater. Federal structures, 
overlapping jurisdictions and 

limited state capacity make 
change harder. The ghosts of  
past planning mistakes loom 
large, while mechanisms to 
fund infrastructure through 
the promise of  future growth 
are less mature. The new zone 
must operate with a plan that 
emphasizes jobs and economic 
dynamism, flexibility and mixed 
use, rather than one that is static 
and heavily zoned. It will also 
require greater coordination 
between government agencies 
to fully integrate the area with 
the rest of  the city, with dense 
transportation networks being 
key.

Nonetheless, a big idea such as 
transforming the waterfront into 
the National Financial Capital 
Region could fire up imaginations 
among bureaucrats, bankers and 
citizens. What’s more, Mumbai’s 

port is just one of  many public 
sites that are either unutilized or 
underutilized. India’s railways, 
ports, defence services and 
state-owned companies control 
hundreds of  thousands of  
hectares, a large proportion of  
which are unproductive relative 
to their location in the heart of  
big cities. Success in Mumbai 
could potentially unlock much 
larger tracts of  land across the 
country, boosting the economy 
and dramatically improving the 
quality of  life in Indian cities. 
Whoever triumphs at the polls 
next month shouldn’t let this 
opportunity slip.

*Courtesy: This article was originally 
published on the website https://
www.financialexpress.com/economy/
india-needs-its-own-1-trillion-states-is-
mumbai-the-answer/1540497/)
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Current government and its performance 
in the last five years

Ms. Manisha Sachdeva
Economist

Care Ratings Ltd.
manisha.sachdeva@careratings.com

The performance of  
the Government of  

Maharashtra can be very well 
assessed by the performance of  
the various economic, financial 
and qualitative indicators. To 
begin with,  it must be stated 
that performance of  some of  
the indicators might not be 
attributable to these 5 years 
as actions taken in past do get 
reflected in subsequent time 
periods. In addition, external 
factors such as oil prices, drought, 
crop failure etc are beyond the 
purview of  the government and 
at best they can come up with 
policies to mitigate the adverse 
effects.

The article covers performance 
of  various economic and 
financial indicators during FY15- 
FY19 and also highlights the 
recent measures undertaken 
by the government for various 
sectors:

Overview: 

Maharashtra is undoubtedly one 
of  the most important states of  
the country, contributing 14% 
of  India’s nominal GDP, highest 
among the states. It is also the one 
of  the most industrialized states 

and is the pioneer in small scale 
industries, thereby attracting 
the highest investments both 
from domestic as well as foreign 
institutions. 

The state’s GDP in constant 
terms has been higher than the 
national average in three out the 
last five fiscal years. The state’s 
GDP has witnessed a notable 
growth of  7.3% during FY18 
over the double digit growth of  
10% in the previous year, driven 
by services sector (55% share 
in the state’s GVA) followed 
by industrial sector (34%) and 
agriculture sector (10%).

While, the services and industrial 

sector have been witnessing 
positive growth rates in the last 
5 years, the growth in agriculture 
has been prone to fluctuations 
ranging between -11% to 22.5% 
during the period.

A sectoral view: 

Volatility in the agricultural 
sector 

Agriculture is an important sector 
for the state providing livelihood 
to 50% of  its population.  The 
production of  nearly all the major 
crops such as cereals (3% growth), 
pulses (18% growth), vegetables 
(21 % growth) and sugarcane (8% 
growth) has witnessed an increase 

Sector-wise performance of  the state in the last five years: 

Improved Stable Moderate 
performance

Industrial 
development

Rail density Financial position

Foreign Direct 
Investments

Ease of doing 
business rank

IEMs filed
Road density
Power deficit
Tele density
Inflation
Economic growth
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during FY14-FY18. However, crops 
including cotton (31% contraction), 
oilseeds (20% contraction) and 
fruits (13% contraction) have 
witnessed a decrease.

Challenges restricting growth 
in the agricultural sector

Excessive dependence on 
weather conditions, inadequate 
irrigation (resulting in lower 
yields and affecting productivity 
of  crops), small land holdings 
(impacting economies of  scale 
for the producers), inadequate 
infrastructure (in terms of  
connectivity, storage and 
transport) have been the major 
headwinds coming in the way of  
state’s agricultural growth.

The state government has 
undertaken various measures/
schemes in the last 5 years to 
overcome the weaknesses in the 
agricultural sector. In order to 
make all the districts/villages 
free of  water scarcity, the 
government launched a scheme 
named Jalyukta Shivar Abhiyaan 
in January 2016 that aims at 
making Maharashtra a drought-
free state by 2019. The scheme’s 
target is to make 5,000 villages 
free of  water scarcity every year.

Maharashtra – known to be an 
industrial hub

Maharashtra has a diversified 
industrial base. Presence of  
variety of  industries including 
textiles, automobiles, engineering, 

steel, chemicals, electrical, gems 
and jewellery, food processing, 
pharmaceuticals and information 
technology makes the state one 
of  the preferred destinations of  
domestic and foreign investors.

The state has implemented all the 
372 reforms as prescribed by GoI 
under the Business Reform Action 
Plan 2017, making it one of  the 
most investment friendly states in 
the country.  The state fares well 
in terms of  access to information, 
utility connections, single window 
clearance systems and labour and 
environmental registration. 

However, inability of  the state to 
provide timely land and property 
registrations, construction 
permits and enforcing contracts 
has been weighing on the state’s 
ease of  doing business rank. The 
state’s ease of  doing business rank 
has declined from 10th position 
in FY16 to 13th position in 2017. 

The government has undertaken 
various measures to provide fillip 
to the industrial sector including: 

• Launching Maharashtra 
Industrial Policy 2019 
to facilitate investments 
into the country and to 
make it a technological and 
manufacturing hub. The policy 
aims to make Maharashtra the 
first ever $1 trillion economy 
in the country

• Formulating Maharashtra 
State Innovative Start-

up policy 2018 in order to 
encourage entrepreneurial 
spirits and create job 
opportunities. The policy 
aims to provide employment 
to five lakh individuals over 
the next 5 years along with 
establishment of  10,000 
start-ups.

• The state has also come 
up with Maharashtra’s 
Logistics Parks Policy 2018 
to address the challenges (viz. 
inadequate infrastructure, 
non-availability of  skilled 
labour force and adequate 
space) in the logistics 
sector. This policy aims to 
develop 25 integrated multi-
modal logistics parks across 
the state, develop logistic 
clusters and promote nearly 
100 logistics parks

Known to be a leading state 
in India for encouraging 
MSMEs: 

The MSME segment forms a 
crucial part of  Maharashtra’s 
economy, providing employment 
to nearly 57.51 lakh individuals 
with a total investment to an 
extent of  Rs. 16 lakh crores 
during Oct 2015- March 2019. 
The government achieved 99.4% 
of  its target of  disbursing loans 
to MSME sector under priority 
lending during FY18.

In addition, the government has 
undertaken various measures for 
encouraging MSMEs, thereby 
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becoming one of  the leading 
states in India facilitating growth 
in this segment: 

• The government launched 
MAITRI (Maharashtra 
Industry, Trade and 
Investment Facilitation) to 
facilitate clearances and help 
in expediting the process of  
setting up new industrial units.

• The Industrial Policy 2019 
aims to provide employment 
generation primarily through 
SME promotion via : 

o Creation of  new flagship 
scheme called Chief  
Minister Employment 
Generation Program 
(CMEGP) – 

-  This scheme aims to 
provide employment 
opportunities to 
nearly 10 lakh 
individuals and 
financial support by 
way of  grant in aid 
-15% to 35% of  the 
approved project cost

o Providing additional fiscal 
support to employment 
based Mega/Ultra mega 
projects.

o Giving institutional 
support to the segment 
that will help them 
explore new markets 
and help in  technology 
dissemination

Focus on MSMEs - Progress 
under Pradhan Mantri 
MUDRA Yojana 

The state is one of  the leading 
states (only after Karnataka, 
Tamil Nadu and West Bengal) 
in disbursing highest amount of  
loans to an extent of  Rs 22,666 
during FY18 under Pradhan 
Mantri MUDRA Yojana, covering 
nearly 36 lakh beneficiaries. The 
state has disbursed nearly 8% of  
the total loans disbursed under 
MUDRA scheme by the states.

The following table elucidates 
the progress under MUDRA 
scheme:

Known to be as the most 
preferred Investment 
destination 

• FDI: The state is the most 
preferred foreign direct 
investment destination, 
attracting nearly 25% of  the 
total FDI. The FDI in the 
state has grown at a CAGR 
of  20% from Rs 0.4 lakh 
crores to Rs 0.8 lakh crore 
during FY15-19. 

• Investment proposals: 
Nearly 19% of  the total 
Industrial Entrepreneurs 

Memorandums (IEMs) 
filed in the country are in 
Maharashtra. The IEMs filed 
has increased at a CAGR of  
38% from Rs 0.3 lakh crores 
to Rs 0.9 lakh crore during 
20015-18.

Industrial and Physical 
Infrastructure – Rail density 
needs to be improved

• Road and rail density: The 
road density of  the state at 
202.8 kms per 100 sq. km in 
FY17 is much higher than 
the national average of  152 
sq. per 100 sq kms and has 
improved from 197.6 kms 
per 100 sq. kms in FY15. 

• The rail density has more 
or less remained stable at 
18.8 kms per 1000 sq. kms 
during FY150FY17 and is 
also lower than the national 
average of  20.2 kms per 
1000. sq. kms

• Tele density: The tele 
density at 107.1% during 
FY19 has seen a substantial 
improvement from 93.4% in 
FY15 and is also higher than 
the national average of  90%.

• Power deficit: The state has 

Table 1: State’s progress under MUDRA scheme
Rs (crs) Shishu Kishor Tarun Total
2016-17 6,909 4,947 5,120 16,976
2017-18 7,980 7,343 6,943 22,266
2018-19 10,052 8,287 7,403 25,742
Total 24,941 20,577 19,466 64,984
Source: Economic Survey 
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a power deficit of  0.2% in 
FY18 lower than the 1.3% 
witnessed in FY15. This was 
also lower than the national 
average of  0.7% in FY18.

• Metro work is under 
progress in three regions in 
Maharashtra (Navi Mumbai, 
Nagpur and Pune).  All the 
metro projects are under 
Public Private Partnership.

State’s fiscal position:

The state is found to be largely 
pursuing fiscal discipline. It has adhered 
reasonably to fiscal consolidation 
norms prescribed by the 14th Finance 
commission (i.e. containing fiscal deficit 
at less than 3% of  GDP, maintaining 
interest below 15% of  the revenue 
receipts and limiting debt within 
25% of  the GDP). 
However, the state has 
been unable to adhere 
to the zero revenue 
deficit norm and has 
witnessed a decline 
in its fiscal position 
with its revenue deficit 
at Rs 14,960 crores 
having widened to a 7 
year high.

M a h a r a s h t r a 
continues to be fairly 
self-reliant with 
more than 70% of  
its revenues being 
accounted for by 
its own sources. 
The state has been 
maintaining a  

Concluding remarks:  

Although  Maharashtra  remains  the  frontrunner  in  manufacturing  and  investments  in  India, 
progressive  and  proactive  policies  undertaken  by  its  peers  threaten  to  displace  the  state  from  its 
leading  position.  The  numerous  shortcomings  afflicting  the  state  (in  the  form  of  lacklustre 
agricultural  growth,  absence  of  timely  land  and  property  registrations,  construction  permits  and 
enforcement of contracts, lower rail density than that of India and  stringent labour policies) needs 
to be addressed in a time bound, transparent and effective manner. In addition, Mumbai being the 
most visible face of Maharashtra needs an immediate upgradation to help retain its envied place. 

 

 

 

• Farm loan waivers to pressurize 
state finances.

•Dependence on monsoons could 
further pressurize the agriculture 
sector.

• Challenges related to land 
acquisition , construction permits 
and enforcement of contracts.

•Preferred investment destination
•The state requires infrastructure 
development that will help 
generate employment 
opportunities and will create 
forward and backward linkages to 
various industries.

•Widening revenue deficit
•High debt levels
•Volatility in agricultural growth

• Largest state economy in the 
country

• Favourable economic growth
• Fairly self‐reliant
• Fairly in adherence to fiscal 
consolidation norms

• Increased focus on asset creation

Strengths Weaknesses

ThreatsOpportunities

consolidated sinking fund (CSF) for 
the amortization of  its debt. 

The state has been availing Ways 
and Means advances from the 
RBI reflective of  its liquidity 
management and does not maintain 
Guarantee redemption fund to 
meet its guarantee obligations.

Price Situation – Moderation 
in CPI inflation

The inflation in the state has been 
witnessing moderation since FY15. 
The overall prices grew by 3.14% 
in FY19, lower than the 5.4% 
growth in FY15. Subdued inflation 
in food, beverages, paan, and 
tobacco has been restricting uptick 
in the inflation. The inflation has 
also been lower than the national 
average of  3.41% in FY19.

SWOT Analysis

Concluding remarks: 

Although Maharashtra remains the 
frontrunner in manufacturing and 
investments in India, progressive 
and proactive policies undertaken 
by its peers threaten to displace the 
state from its leading position. The 
numerous shortcomings afflicting 
the state (in the form of  lacklustre 
agricultural growth, absence of  
timely land and property registrations, 
construction permits and enforcement 
of  contracts, lower rail density than 
that of  India and  stringent labour 
policies) needs to be addressed in a 
time bound, transparent and effective 
manner. In addition, Mumbai being 
the most visible face of  Maharashtra 
needs an immediate upgradation to 
help retain its envied place.
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Prospect of  Real Estate Sector with respect 
to New policy reforms in Maharashtra with 

special reference to Mumbai
Dr. Aditi Sawant, 

Associate Professor and Head 
Department of  Economics 

St. Xavier’s College
Aditi.sawant@xaviers.edu

Mr. Rahul Chawan 
Director

Anuwrita Realty Pvt Ltd.
anuwrita@gmail.com

The real estate sector has 
been facing the brunt of  

downswing of  the market for 
long time. Excess supply of  
unaffordable houses on one 
hand and declining paying 
capacity and confidence of  the 
homebuyers on the other hand 
have widened the gap between 
demand and supply in the 
real estate. It is alleged that 
after the sudden introduction 
of  demonetisation, RERA 
and GST the real estate 
and construction market 
experienced a major setback 
and the financial condition of  
developers and builders is so 
precarious, many customers 
have lost their life time fortune 
in under construction projects 
for last 10-15 years, cooperative 
societies have been engulfed 
in unending legal disputes 
and the entire sector is almost 
on the ventilator.

Maharashtra Government has 
been making honest efforts to 
resolve the issues of  real estate. 

Government of  Maharashtra 
has introduced several reforms 
to encourage self-development 
of  private housing societies 
including enhanced incentivise 
FSI, reduction in several 
premiums, cess, fees, easy loan 
approvals, loan subsidy through 
various nationalised and co-
operative banks. 

As per the 13th September 2009 
Government Resolution of  
Government of  Maharashtra, 
buildings or co-operative 
societies which are more than 
30 years old will be eligible for 
self  development. There will be 
single window system for various 
approvals and permissions. The 
period for getting approval will 
be confined to 6 months. In 
case of  Self  Development, 10 
percent extra FSI will be offered. 
The building which do not have 
9 metre road will get 0.4 FSI 
without surcharge instead of  0.2 
FSI with surcharge, 50 percent 
subsidy on TDR, concession 
on GST, Subsidy on Open 
Space Deficiency Development 

Charges etc. Under Prime 
Minister Housing Scheme 
(He´Oeeveceb$eer DeeJeeme ³eespevee) 35 percent 
of  the houses will be reserved 
for Economically weaker section 
and Low income groups. 

The current situation in the 
real estate sector in Mumbai is 
certainly worrisome. Mumbai is 
the capital city of  India and a 
dream destination for millions 
of  job seekers, slowly losing its 
charm. Honourable Mr Kirit 
Somaiya, Former Member of  
the Lok Sabha (2014–2019) 
states that first time in the 
history of  Mumbai, from 2010 
to 2019, around 9 lakhs people 
shifted permanently outside 
Mumbai. Hence the government 
of  Maharashtra is working on 
affordable housing scheme and 
these housing clusters will be 
connected with metro lines. 
At the same time government 
is taking strict action against 
fraudulent developers by bringing 
more transparency in the system.
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Why is the Real Estate Sector considered as the backbone of  the economy?

The construction and the allied industry is the largest employment provider. More than 20 percent of  
the population directly and indirectly linked with real estate sector. And as per the Sector wise projected 
Employment under National Policy for Skill Development and Entrepreneurship in India (2013 to 2022) 
report is concerned, more than 25 percent of  the population is likely to be required in construction, 
Building and Real Estate sector (Refer Table 1).

Table 1: Sector-wise Projected Employment under National Policy for Skill Development and 
Entrepreneurship in India (2013 and 2022)

(In Million US$)

Sector Employment Base 
in 2013

Projected 
Employment 

by 2022

Incremental Human 
Resource Requirement 

(2013-2022)

Building, Construction 
and Real Estate 45.42 76.55 31.13

Construction Material 
and Building Hardware 8.3 11 2.7

Total 461.1 581.89 120.79
Source :Lok Sabha Unstarred Question No. 3157, dated on 16.03.2016.

Massive Downslide of  FDI in Real Sector  

Since 2000 till 2011, almost a decade, the most sought after sector was construction as per the Foreign Direct 
Investment Report of  Government of  India is concerned. However, post 2013-14, FDI in Construction 
sector has declined significantly (Refer Table 2). The massive downslide of  FDI in Real Estate Sector 
should have been taken seriously by the Government of  India. However FDI into Infrastructure activities 
increased satisfactorily for the same period. Hence, “stitch in-time” policy approach should have been 
taken in 2015 considering the volume of  population is dependent on Real Estate for survival. 

Table 2: Sector wise Foreign Direct Investment (FDI) Equity Inflows in India  
(2012-13 to 2018-19) (In Million US$)

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19

Construction (Infrastructure) 
Activities

283.89 485.37 870.25 4510.71 1860.73 2729.69 2258

Construction Development: 
Township, Housing, Built-Up 
Infrastructure and Construction 
Development Projects

1332.49 1226.05 769.14 112.55 105.14 539.57 213.15

Source: DIPP, Government of India
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The Survey Report of  Home 
Buyers in Mumbai1 

Owing to the significance of  Real 
Estate Sector from employment 
point of  view, under the current 
dismal scenario, Department of  
Economics, St. Xavier’s College 
(Autonomous), Mumbai conducted 
a Primary Survey for 100 random 
home buyers all over Mumbai. The 
results are as follows:-

During the survey, the buyers 
were asked about their current 
accommodation. Around 74.4% 
people have a self-owned property 
in Mumbai. Approximately 14.4% 
people have accommodated 
themselves in rented house which 
is then followed by leased, gifted; 
MHADA allotted, SRA flats, 
etc. It was found that the rented 
houses were mostly preferred 
by the people due to mobility 
reasons and this was found to be 
a hurdle in investments. Although 
it was interesting to know that 
self-owned property are on rise. 
Ability to afford is also a reason 
which is to be considered while 
looking into the prospects of  
real estate. Hence a question was 
then raised on the number of  
earning members in the family 
42.2% people have only one 
earning member in the family 
followed by 46.7% who said two 
earning members. Less number 
of  earning members in turn 
decreases a family’s possibility to 
invest in a house.

Around 62.2% people preferred 
for one car parking, 24.4 % 
people did not have any parking 
requirements. Mumbai being 
a metropolitan city with dense 
population of  1.84 crores, major 
concern for maximum people 
was a parking requirement. It 
was interesting to know that 
people have been staying for a 
good amount of  years in their 
current location. Some of  them 
said 37 to 44 years; some also 
said 10 to 15 years; or even 
5 to 1 year. The main factor 
determining demand for houses 
is the annual income of  each 
household and hence through 
the survey it was found that on 
an average it ranged between 3 
to 9.5 Lakhs where mostly there 
were two earning members in the 
family. This supported the data 
that around 54.4% of  the people 
required and could mostly afford 
a home with loans if  needed, 
for self-occupation followed by 
24.4% who wanted it as a second 

home. Around 12.2% wanted a 
house as a means of  tax saving 
especially in today's time where 
the GST and the cost of  living 
is on a rise lending credit to the 
fact that majority of  people i.e. 
43.3% wanted a 1BHK house 
as it was cheaper. The budget 
requirement hence varied from 
approximately 50 lakhs to 1 crore 
which was also   necessary for 
people  wanting to buy 2BHK 
and 3BHK houses that is around 
34.4% and 16.7% respectively. 

Due to the 5% GST that people 
were required to pay at each stage 
of  construction, only 24.4% 
preferred that and a whopping 
71.1 % opted for houses that 
were ready for possession 
especially if  the Occupancy 
Certificate had been given as 
it meant avoiding paying GST, 
which influenced their budget 
accordingly. Very few showed 
interest for MHADA allotted 
properties, 4BHK houses, or to 
buy houses in order to gift.

1 The Survey of Home buyers (sample size 100) was conducted by the students of the Department of Economics, St Xavier’s College (Autonomous), 
Mumbai viz. Gauri Unnikrishnan, Sanchita Avhad, Swetha Iyer, Ankita Tauro.

Chart 1: Your Preferred Option (Sample size 100)
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Even fewer demanded houses for 
the sake of  investment showing 
that the increase in taxes, prices 
and lack of  faith in the quality 
of  houses was reducing the 
confidence of  people to invest 
in real estate. This was leading 
to the crisis faced by real estate 
today.

When questioned about their 
mode of  financing the real estate 
they buy, it was discovered that a 
majority of  75.6% people sought 
loans of  amounts varying from 
1 Lakh to above 30 Lakhs. Only 
24.4% of  the surveyors could 
self-finance their houses. It was 
also surprising to see how loans 
took up major part of  financial 
source for their investments 
where 50.7% of  people took 
loans for 30 Lakhs and above 
followed by 22% of  people 
taking loans for 10-20 Lakhs. 
This gigantic amount borrowed 
naturally leads to people 
preferring a prolonged tenure of  
instalments which could be seen 
by 40% people opting for 20 

years long loan, 36% opting for 
10 year loan while the remaining 
sought a time period in between. 
With large number of  people 
depending on loans to finance 
their houses, it does not come 
out as surprising as the recent 
housing loan interests provided 
by banks ranged between 8.5 to 
9.5 % for each Lakh, the number 
of  people buying real estate has 
drastically reduced. This shows 
how affordability of  housing 
units is essential to influence a 
buyer’s decision to buy a house. 

We tested the awareness of  
the surveyors as real estate 
purchasers whether they were 
knowledgeable about the current 
government charges where 5% 
GST is applicable on all under 
construction flats, 5% stamp 
duty payable on agreement 
value, 1% additional stamp 
duty towards metro cess and 
Rs. 30,000 registration charges 
payable on registered agreement. 
(Total of  11% payable on 
agreement value or the ready 

reckoner value). Around 81% 
people answered in affirmative 
which leads us to think about 
how this factor unfavourably 
influences investments leading 
to the hesitation of  potential 
investors in buying a real estate 
property. 

Every individual has their own 
set of  needs and priorities. So 
when questioned about what 
in particular, they look for in 
a potential home, which seeks 
their interest in that property 
and gives them a sense of  
surety to purchase it, majority 
of  the respondents said they 
preferred affordable prices and 
a developer with proven track 
records the most. Amenities and 
getting value for their money 
were next in the list, followed 
by Ready possession feature and 
maintenance cost also in the 
criteria. They preferred a house 
in current vicinity and a known 
developer next, for security. 
Payment schemes are also one 
of  the factors influencing their 
decision to buy.

It was interesting to learn that 
majority (74.4%) of  those who 
invest in real estate now felt 
much secure to do so, after the 
government set up RERA which 
has reinforced their belief  to 
invest in this sector. However, 
25.6% of  them opine that 
‘the sector is still sluggish and 
RERA has not done much to 
infuse confidence and a sense of  
security in investors.’

Chart 2: Mode of Finance



MEDC Digest - Cover_FOOD PROCESSING INDUSTRY Inner Pages.indd   1 27-Apr-19   12:13:30 PM

Cover Story

October 2019 MEDC Economic Digest22

2 Experts Comments were noted down by Mr Harneet Singh, student of Department of Economics, St. Xavier’s College, Mumbai during the Panel 
Discussion on the Prospect of Real Estate in Mumbai organized by the Department of Economics, St. Xavier’s College (Autonomous), Mumbai on 
August 30th 2019.

Chart 3: What appreciation do you anticipate on the 
investments made in real estate, annually, in the next 5 years 

from the date of investments made?

On the one hand, the 
demonetization seems to have 
had impacted 42.2% of  the 
purchasers’ plans of  buying 
new property. These could be 
cases of  resale properties where 
a major chunk of  transactions 
happens via cash. And on the 
other hand, similar plans of  
57.8% of  the respondents do 
not seem to have been affected 
by the Government’s unexpected 
exercise. This could be explained 
by the fact that most of  the 
home buyers opt for home loans 
to buy their dream ‘new’ home 
through credible realtors, thus 
the transactions happen through 
legal finance route.

On the appreciation that they 
were anticipating, annually, in the 
next five years on the investments 
that they had made in real estate, 
it was evident that majority of  
them were not expecting great 

returns. Only 14.4% said that 
they were expecting appreciation 
of  at least 16%, while 47% of  
them said less than 10%. Almost 
18% of  them even said that they 
were anticipating zero returns. 
This shows that the high rates of  
interest on property loans, taxes 
and negative cash flow leave not 
much room for appreciation. 

Experts’ Comments2

Honourable Co-Chairperson, 
Mr Rajendra Mirgane, 
Maharashtra Housing Development 
Corporation asserted that the 
team of  experts under the 
chairmanship of  Honourable 
Chief  Minister of  Maharashtra, 
Mr Devendra Fadanvis has been 

working relentlessly to mitigate 
the issues of  housing sector in 
Maharashtra. He asserted that 
although the sluggishness in 
the Real Estate sector has been 
attributed to demonetisation, 

GST, RERA,  the real issue is 
the prolonged redevelopment 
of  dilapidated buildings, pending 
legal cases for several years in 
the courts, developers’ debts and 
NPAs of  the banks and NBCs. 

Smt. Tara Subramaniam 
(Board Member of  JM Financial 
Home Loans Ltd.) explains that 
the projects are becoming quite 
unfeasible for the developers as 
the interest component, which 
formed the 15-20% of  the total 
cost, has now increased to 45-
50%. Mr. Ram Yadav (CEO 
Real Estate Practice – Edelweiss 
Financial Advisors Ltd.) took 
an optimistic note on this issue, 
and said that affordable housing 
in this sector has increased by 
30 times in the last 5 years. He 
said that in the long term, Indian 
economic policies are immensely 
effective. However, in the short 
term, he said that the policies 
are becoming ineffective due 
to the changing nature of  the 
buyer fraternity. The consumers 
have started to prefer rental 
houses than their own, and for 
the investors, real estate is not an 
affordable method of  investing, 
assuming they are not deep-
pocketed, and don’t have the risk-
taking capacity for an investment 
with such a huge outlay. 

Mr. Manish Kothary (SVP – 
Project Advisory and Structured 
Finance, SBI Capital Markets 
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Ltd.), underlined the fact that 
this sector is cyclical in nature, 
with every 8 years observing an 
increase followed by a decrease. 
The yield, with respect to the 
residential houses, is only 2%. 
However, the commercial 
and hospitality sector is doing 
immensely well with about 
8% yield. He emphasised that 
reducing interest rate would not 
solve the problem, unless there 
is a higher yield offered, which 
would push the demand in this 
sector. Earlier the residential 
real estate market was driven by 
investors as returns where high, 
now it is an end user market, 
hence the demand and off-take 
is low.

It is also found that developers 
in Mumbai have been lamented 
on the fact that the government 
has been sluggish in terms of  its 
actions, when it comes to this 
sector. The Development Plan 
of  Mumbai, which was supposed 
to be implemented in 2014, only 
got passed after a 3-year delay in 
2017, and is still not implemented 
in full force. 

On the other hand, Dr. (Adv) 
Harshul Savla (Managing 
Director, M Realty), focussed 
on introspecting what the 
developers have done wrong. 
He highlighted four, concise and 
logical points. – 1) The attitude 
of  not saying “Not Possible”, 
has led to developers to think 
they can deliver anything, and 
has made them stuck in a trap, 

2) 90% of  housing units, that are 
constructed are meant for wealthy 
individuals, who only comprised 
2% of  the population. Hence, 
the lack of  research accelerates 
the problem, 3) Developers have 
been working on other people’s 
money. With the consumer 
demand as sluggish, and the 
Bankers and Investors out, and 
the Government implementing 
RERA, the developers regretted 
their decision of  using the buyer’s 
money to buy other lands, instead 
of  timely completion of  projects, 
and 4) The developers, who are 
said to synchronise the efforts of  
highly qualified team members 
like engineers, architects, etc., 
lack a trustable qualifications 
themselves. Developers, 
according to Mr. Harshul, don’t 
care about the catastrophe that 
they are creating. 

Mr. Shirish Sukhatme (Senior 
Architect & IIA Award winner) 
stressed the need to abolish the 
Bombay Rent Act in order to 
promote affordable housing. He 
asserted that the clearing of  slums 
and widening of  roads, tasks that 
are in the public interest, should 
be carried out by the experts 
of  the government themselves, 
which they unfortunately lack. He 
highlighted, that in a passion to 
maximise profit, the developers 
have highly commercialised the 
selling process, and sell every 
feature of  the house which might 
be irrelevant like the elevation 

features. “Next we know, they 
will charge us for the door handle 
as well”, he said on a lighter note. 

Suggestions and Policy 
Reforms

For Home buyers : - 

• From the Primary Survey, it is 
evident that 75 percent of  the 
buyers are dependent on the 
loan hence; lowering of  home 
loans interest and further 
additional incentive to first 
time home buyers should be 
introduced. Builders of  stand-
alone building structures 
and/ or co-operative societies 
should be promoted on 
priority basis as they are in 
dire need of  finance. Existing 
loans to be restructured with 
real time market analysis. 
Further Income tax benefits 
to Home buyers.

For Small Developers :-

• Problems of  small and 
medium developers should 
be resolved first by checking 
their credit history. Project 
funding, finance through 
Banks and NBFCs to be 
made available within 30 days 
from the date of  application 
made. Banks can appoint 
dedicated teams to scrutinize, 
approve and disburse funds 
relieving the developers from 
accumulating interest on 
his loans in project. Further 



MEDC Digest - Cover_FOOD PROCESSING INDUSTRY Inner Pages.indd   1 27-Apr-19   12:13:30 PM

Cover Story

October 2019 MEDC Economic Digest24

reduction needed in SD, GST, 
Metro cess, various premises 
towards project approvals. 
Land should be considered 
assets for mortgage / co 
lateral. Cost incurred towards 
payment of  Premises, Cess, 
Rents , Construction also to 
be considered for finance. 

- For Making the System 
More Transparent and 
Efficient:- 

• The government need to 
have real time check on ready 
reckoner rates. Generally 
the penalty is charged if  
the builder sells below the 
Ready Reckoner Rate, then 
it is considered as cash 
transaction. There is no 
transparency in the method 
that how ready reckoner is 
decided. The ready reckoner 
rates should be derived upon 
on the basis of  infrastructure 
and amenities provided by the 
government and the planning 
authority for that region and 
not on the basis of  rates of  
the previous year.

• Reviewing of  NBFCs and 
regulating the interest charged 
towards funding. 

• Option of  handling over 
stocks (Ready to move in) to 
MHADA in line of  payments 
and TDR. Further reducing 

NPAs. 

• Data transparency (such as 
how many houses available, 
which area, on rent, self  
occupied etc.) 

• All remarks from various 
department to be readily 
available online and to be 
interfaced with DCPR 2004 
and also online approval 
system.

• Approach of  approval 
authority needs to change 
from problem creators to 
problem solvers.

• Errors in online approval 
system to be corrected to 
streamline online process. 

• Existing loans and fresh loan 
repayments to be rescheduled 
with real time market 
situation. 

• FDI, HNI (High Net worth 
Individuals), NRI to be 
welcomed with red carpet. 
NBFCs and Banks can be 
intermediaries to service loans 
and to recover loans serviced.

• Reviewing of  NBFCs and 
regulating the interest charged 
towards funding. 

• Option of  handling over 
stocks (Ready to move in) to 
MHADA in line of  payments 
and TDR. Further reducing 

NPAs. 

• Various departments of  
the government need to be 
interfaced and interconnected 
to provide easy access to 
government records for plan 
/ project approvals. 

• Certain processes such as 
plan approvals, registration 
of  documents, securing of  
remarks and reports can be 
privatised. Thereby reducing 
the government expenditure 
and generating revenue by 
tendering. 

Conclusion 

Government of  India and 
Government of  Maharashtra 
have been taking persistent 
efforts to introduce more 
transparency and efficiency in 
the real estate market. However, 
there is still an urgent need to 
introduce fundamental changes 
in the banking, non-banking and 
bureaucratic set up of  our age 
old system. And while making 
new reforms, government has 
to protect the interest of  low 
income group home buyers as 
well as low and medium profile 
developers. Otherwise, if  timely 
action is not taken, the attempts 
of  the government to introduce 
more competitive and healthy 
competition will go in vein and 
new oligopolistic tendencies will 
strengthen in coming years.
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Maharashtra’s Trillion-Dollar Dream – Wild 
Fantasy or Realistic Goal?

Mr. Pushkar Mukewar
Co-Founder and Co-CEO

Drip Capital

Maharashtra Chief  Minister 
Devendra Fadnavis has 

repeatedly said that he wants 
the state to have a trillion-
dollar economy by 2025. That’s 
approximately a 235% increase 
from its current level of  $424 
billion (as of  June 2018). In 
numerical terms, that’s an annual 
expansion of  a little over 15% 
for the next six years.

A growth rate of  this magnitude 
could be difficult to achieve. To 
put this figure into perspective, 
consider the fact that in 2018-19, 
the state’s economy expanded by 
only 7.5%. In fact, a double-digit 
rise was last recorded in 2016-17, 
when the economy grew by 10%.

Today, Maharashtra accounts 
for 15% of  the country’s GDP. 
If  the state achieves its goal of  
$1 trillion by 2025, this figure 
will surge to 20%. So, is the 
trillion-dollar target realistic or 
is it merely a flight of  fancy? 
After all, the year 2025 seems 
comfortably far away. However, 
when it comes to formulation 
and execution of  economic 
policies, time can often pass by 
faster than one wishes. The fickle 
nature of  politics can also mean 

Table 1: Top state contributions to GDP
Top 5 states Share of  Gross Domestic Product (2016-17)
Maharashtra 14.7%
Tamil Nadu 8.3%
Uttar Pradesh 8.1%
Gujarat 7.6%
Karnataka 7.5%

that the new government decides 
to focus on more “achievable” 
goals. So, will this growth agenda 
change in the coming years? Or 
can this “stretch target” be met?

A trillion dollars? No problem 
for the leader!

Going by the numbers, if  there’s 
any state in India that can grow to 
a trillion dollars, it’s Maharashtra. 

At over Rs. 26.5 lakh crores in 
2018-19, Maharashtra’s Gross 
State Domestic Product (GSDP) 
far outstrips other states. The 
state’s contribution to the 
country’s GDP is higher than 
other territories by a wide margin, 
as seen in the table below:

These numbers clearly highlight 
Maharashtra’s dominant 

Figure 1 below, from the Economic Survey of  Maharashtra 2018-19, 
illustrates this point:

Fig. 1: Share of  agriculture, industry, and services – Maharashtra vs the rest 
of  India
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economic position as well as the 
rapid growth of  its economy. 
There are a few other factors to 
consider as well: 

Maharashtra’s economy has 
moved away from agriculture

The service sector accounts for 
57% of  Maharashtra’s economy, 
while industry and agriculture 
contribute 31% and 12% 
respectively. The data reveal that 
other states derive a far higher 
level of  income from farming 
and allied activities. 

The illustration reveals another 
important fact. Maharashtra has 
moved to a service-dominated 
economy faster than the rest of  
India has. Why is this important? 
CM Davendra Fadnavis provides 
a concise explanation in 
February last year, saying, “…the 
productivity of  manufacturing is 
seven times of  agriculture, while 
that of  services is nine times of  
agriculture.” Simple math, right?

As Maharashtra’s economy 
develops a greater focus towards 
services, its productivity, and 
consequently the state’s GSDP, 
will accelerate. This could be a 
key contributor to the realization 
of  the trillion-dollar-dream.

More FDI inbound

Foreign direct investment (FDI) 
can provide a shot in the arm 
for an economy. It can help 
bring in new technology, boost 
employment, increase exports, 

and push the development of  
ancillary industries.

Maharashtra has been a long-
time leading destination for FDI 
investments. According to the 
Economic Survey of  Maharashtra 
2018-19, FDI inflows in the state 
totalled Rs. 6,90,323 crores in 
the period from April 2000 to 
December 2018. That’s 30% of  
the cumulative FDI investment 
into the country.

As the central government relaxes 
FDI norms further, allowing 
greater investment by overseas 
firms, Maharashtra can expect to 
reap the benefits as well. A rise 
in FDI is directly proportional 
to a rise in the state’s overall 
economic health.

Focus on infrastructure

The state has allocated large sums 
towards mega infrastructure 
projects. Below are some of  
the main transport sector 
initiatives currently underway in 
Maharashtra (along with their 
estimated investments):

• Navi Mumbai International 
Airport – the estimated cost 
is in excess of  Rs. 15,000 
crores.

• Mukhya Mantri Gram Sadak 
Yojana – this rural road 
development project is being 
partly financed by a Rs. 3,750 
crore loan from the Asian 
Development Bank.

• Mumbai Metro Rail Project 
– an extensive metro rail 
network is being established 
in the city of  Mumbai at a 
cost of  about Rs. 84,000 
crores.

• Nagpur Metro – a Rs. 9,000 
crore project.

• Pune Metro – a Rs. 11,000 
crore project.

• Mumbai Trans Harbour 
Link – a Rs. 18,000 crore 
project to connect Mumbai 
to Navi Mumbai.

These numbers are an indication 
of  the extensive investment 
being pumped into developing 
and modernising the state’s 
infrastructure. Over time, this 
investment is expected to generate 
returns by attracting more 
industry and services, further 
boosting the state’s economy.

The current reality – sobering 
numbers

To meet the trillion-dollar target, 
Maharashtra needs to grow at 
an average annual rate of  15%. 
However, the state’s recent 
economic performance doesn’t 
inspire much confidence.

The financial year 2017-18 
registered a growth rate of  
7.5%. The figure for 2018-19 
is the same, but there is a wide 
variation between the growth in 
different sectors, as seen in Table 
2 below: 
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It’s further likely that agricultural 
production in the current year 
(2019-20) will be hit by the floods 
that ravaged the western and 
northern parts of  Maharashtra 
in August 2019. It’s reported that 
crops across over 4 lakh hectares 
have been damaged. This makes 
it unlikely for the state’s economic 
growth to move beyond the 7.5-
8% mark.

Thus, with the economy growing 
at half  the needed rate, how can 
Maharashtra possibly hope to 
achieve its trillion-dollar target? 
Here’s a list of  action points that 
may put the state on track to 
meet its goal:

Key measures for the 
upcoming government

Reform the APMC Act

Recently, the Government of  
India set up a committee of  
chief  ministers to reform the 
Agricultural Produce Marketing 
Committee Regulation (APMC) 
Act. Maharashtra CM Devendra 
Fadnavis heads this committee. 
The objective of  the committee 
is to reform the provisions of  
the APMC Act, 2003, allowing 
farmers greater access to markets 
for their produce and resolve 
longstanding issues regarding 

delayed payments, arbitrary 
deductions by middlemen, and 
more.

How will this help? If  the 
reforms are successfully 
introduced, market forces will be 
allowed to determine agricultural 
produce prices. Farmers will gain 
the ability to sell their produce in 
any part of  the country.

The government’s focus on 
agriculture could lead to a rise in 
farm incomes and consumption-
led growth. As CM Fadnavis 
pointed out earlier this year, 
“When we (Maharashtra) are 
aiming to become a trillion-
dollar economy by 2025, our 
prime focus is on agriculture…” 
The reforms to the APMC Act 
will be a key focus in pushing this 
focus further.

Accelerate growth via technology

Technology has the potential to 
reduce friction, lower transaction 
costs, and make life simpler for 
both the government as well as 
the consumer.

Maharashtra’s SARITA initiative 
– the Stamps And Registration 
Information Technology-based 
Administration (SARITA) – is 
a government-to-consumer 

(G2C) project that has been 
implemented for the registration 
of  different types of  documents. 
This project has made the process 
of  registration of  67 kinds of  
documents simpler, faster, and 
error-proof.

The government’s continued 
focus on e-Governance through 
SARITA and other similar 
measures is key to taking the 
state’s economy to the next level.

Maintaining the reform agenda

Morgan Stanley, the international 
investment banking firm, believes 
that Maharashtra’s recent focus 
on the micro, small, and medium 
enterprises (MSME) sector will 
help to provide a strong positive 
effect on the economy. The 
state’s continuing attention to 
improved urban infrastructure, 
enhanced connectivity in the 
rural areas, and upskilling of  the 
workforce is going to be crucial 
to its economic growth and 
needs to be a key focus area for 
the incoming government.

Focus on the SME sector

Small and medium enterprises 
play a crucial rule in 
Maharashtra’s economy. At a 
national level, SMEs contribute 
32% to the country’s GDP, 
40% to its exports, and 45% of  
its manufacturing output. Any 
initiative to help this sector can 
have a disproportionately large 
positive outcome. 

Table 2: Sector-wise growth in Maharashtra, 2018-19.
Sector Growth
Agriculture and allied activities 0.4%
Industry 6.9%
Services 9.2%
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The Maharashtra government 
said in June 2019 that it will 
develop 50 new industrial parks 
at the taluka level and provide 
entrepreneurs with the funds 
they need to get their projects 
off  the ground as part of  the 
Chief  Minister’s Employment 
Generation Programme for 
Micro, Small and Medium 
Enterprises. Successful 

implementation of  this scheme, 
which is expected to generate 10 
lakh jobs over the next five years, 
could be a game-changer for the 
state’s economy.

The bottom line

Maharashtra’s trillion-dollar 
goal for 2025 is, no doubt, an 
ambitious target. However, as 
seen above, the state is also the 

best-poised economy to turn 
this dream into reality. Flagging 
economic growth is a key cause 
for concern, and the incoming 
government will have its work 
cut out. However, careful 
implementation of  key measures 
and consistent focus could see 
Maharashtra’s trillion-dollar 
dream become a stunning reality.

Tribute to MEDC’s past president late  
Shri Madhavrao Apte

(Late) Shri Madhavrao Laxmanrao Apte 

Born: October 5, 1932

Died: September 23, 2019

Stint as MEDC President: 1971-1972

Hon. Shri Madhavrao Apte took his last breath on 23rd September 2019. Laxmi Vishnu Mills, 
Jumbo Ice-creams, Apte Amalgamations, Phaltan Sugar Works, Swastik Group of  Industries were 
some of  his creations. Late Madhavrao was an avid Cricket Player. He played 7 Test Matches for 
India and 46 Ranji Matches also as an Opening Batsman. He was a stylish player.

Late Madhavrao was youngest Sheriff  of  Mumbai City, youngest President of  Bombay Chamber 
of  Commerce, Ex-President of  Maharashtra Chamber of  Commerce and Industries, Ex-President 
of  Maharashtra Economic Development Council, President of  CCI and associated with many 
other Social Organisations. We would like to express, on behalf  of  MEDC, our condolences on 
the loss of  Hon. Shri Apte. We extend our deepest sympathies to his family during this period of  
mourning.
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Inviting Maharashtra 
Entrepreneurship ICONS

Respecting Vision 

Honouring Actions

Maharashtra Economic Development Council (MEDC) 
Mahaudyam Award is the first and only truly regional award of its kind, 
MEDC Mahaudyam Award celebrates those who are building and 
leading successful, growing and dynamic businesses, the exceptional 
individuals who turn ideas into action, creating a flow-on of success for 
those around them - generating employment and industry growth, 
driving the economy and progressing society. 

MEDC Mahaudyam Award will provide an exclusive opportunity for 
entrepreneurs to come together to share insights, development works and promote the best of entrepreneurial endeavor in 
Maharashtra, India & world wide. So, Come, Nominate yourself and Be the Winner!  

This Awards program is for companies that are headquartered in or have significant operations in the State of Maharashtra. 
            There are various Award categories for different sizes of companies and operating in specific industry sectors.

   How to Apply?
   The Awards Brochure and Entry Form can be obtained 
   through the following sources:

 The MEDC website: www.medcindia.com• 
 By emailing MEDC on awards@medcindia.com• 
 Contact MEDC office @ 022 22846288/2206• 

   Assessment Criteria

•  •  •  Entrepreneurial spirit  Value Creation  Strategic Direction

•  •  Regional, National and Global Impact  Innovation

•  Personal Integrity/Purpose-driven Leadership

Eligibility 
Criteria 

You Win & 

You Benefit!

•  Opportunity to showcase your achievements and contributions to the economy of Maharashtra
 Recognition of Winners at the prestigious Awards ceremony, in front of numerous • 

   Government and Business dignitaries
 Publicity for Winners on MEDC website and various media partners of MEDC• 
 All participants get complimentary one-year MEDC membership• 

Scan QR Code to 
Know about

Awards 
Categories 

Scan QR Code to 
Know about
Guidelines 

& Rules

The Awards Function 
will be held in Mumbai 

region at the end of 
August 2019, the date for 

which will be 
announced later

Awards Categories
General Awards
These are open to all entities having the requisite size, irrespective of the Industry Sector 
they belong to.The intent is to recognize path breaking initiatives in the areas of Green / 
Environment focus, CSR, Innovation and Emerging Businesses. An organization can 
apply for multiple Award categories in the General category.

Industry Specific Awards
We are looking for leading entities in the specific sectors contributing to the overall 
employment, investments and to the Economic Development of the State of Maharashtra 
across Food and Food Processing, Pharmaceuticals and Biotech, Chemicals, 
Automotive, Healthcare Services, IT/ITES, Financial Services, Public Infrastructure 
development : Roads, Ports, Airports, etc., Infrastructure: Affordable Housing 
Development, Industrial Parks, Renewable Energy, Engineering / Auto 
Components. 

rdY.B. Chavan Centre, 3  floor,Nariman Point, Mumbai - 400 021 Tel : 2284 6288/ 2206/2209 Fax : 2284 6394
Email : medc@medcindia.com I Website : www.medcindia.com

MAHARASHTRA ECONOMIC DEVELOPMENT COUNCIL

Award Partner 
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Maharashtra Economic Survey: Crop 
sector growth to dip by 8% this year

Ms. Kavitha Iyer
Indian Express

The Godavari river, dried up, in drought-hit Marathwada. 
(Express Photo: Amit Chakravarty)

growth in forestry/logging and 
a 3.4 per cent growth in fishing/
aquaculture.

The 8 per cent dip in value in 
the crop sector is the worst 
since 2014-15, also a drought 
year, when it fell 16.7 per cent 
compared to the previous year. 
In 2015-16, growth in GSVA in 
the crop sector was a negative 7.6 
per cent. In 2016-17 and 2017-
18, GSVA growth rate in crops 
was 25.2 per cent and 0.8 per 
cent respectively.

The sluggish agricultural growth 
and the decline in the crop 
sector point to poor returns to 
farmers and a slowing down of  
inputs as drought-constrained 
farmers struggle to subsist on 
agriculture. Fifty-three per cent 
of  Maharashtra’s population rely 
on this sector for their livelihood, 
meaning that healthy agricultural 
growth is essential to tackle 
chronic poverty in the countryside.

The report states, “The share 
of  this sector in the total Gross 

In five of  the last seven years, the 
state has reported depressed 

growth in the farm sector on 
account of  low rainfall and poor 
irrigation infrastructure.

Further underscoring the 
continuing agrarian distress 
across the state just months 
before the assembly polls 
scheduled later this year, 
Maharashtra’s annual Economic 
Survey report has pegged growth 
in the agriculture sector at just 
0.4 per cent for 2018-19. In five 
of  the last seven years, the state 
has reported depressed growth 
in the farm sector on account of  
low rainfall and poor irrigation 
infrastructure.

Advance estimates for 2018-
19 in the Economic Survey 
tabled in the Maharashtra House 
Monday show that real GSVA 
(Gross State Value Added, at 
basic prices) in Maharashtra’s 
crop sector is actually pegged to 
register an 8 per cent decline.

The real GSVA of  the overall 
‘agriculture and allied activities’ 
sector will record a 0.4 per 
cent growth, the Survey stated, 
in comparison to 2017-18 on 
account of  the 13.9 per cent 
growth in livestock, 16.4 per cent 
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A parched area in Palghar district, where villagers often walk 
miles to fetch water. (Express Photo: Amit Chakravarty)

State Value Added (GSVA) 
is declining over the period 
resulting in cascading impact 
on other sectors like agro-
processing industries, trade, hotel 
and restaurants.” It also says 
a slew of  the United Nations’ 
Sustainable Development Goals 
is directly linked to this sector.

“The implication of  these numbers 
is that the structural stagnation of  
agriculture in Maharashtra has not 
been addressed, and successive 
governments have not bothered 
to find remedies to the distress 
that is evidenced in continuing 
farmer suicides,” said economist 
Prof  H M Desarda, a former 
member of  the state’s planning 
commission.

“The CM parrots the Centre’s 
promises and says Maharashtra will 
be a trillion dollar economy soon 
but farmers are kept on crumbs 
and subsidies. The irrigation 
sector is in shambles, and one of  
the promises that this government 
came to power on was to reassess 
the irrigation sector. That has 
not been done.” He said the 
state, meanwhile, has continued 
to concentrate on select crops, 
primarily sugarcane, a politically 
expedient move as major political 
satraps have stakes here.

While kharif  season sowing 
was completed on 151.03 lakh 
hectares, about 0.05 per cent more 
than in the previous year, average 
rainfall in 2018-19 was only 73.6 
per cent of  the normal. With not 

even a quarter of  the state served 
by an irrigation network, and with 
over 70 per cent of  the state’s 
geographical area lying in a semi-
arid region, the report squarely 
blames the poor performance 
in the agriculture sector on 
water scarcity. With a failure of  
the ‘departing monsoon’ as the 
September-October rainfall is 
called, the area under rabi crops 
fell by about 50 per cent in 2018-
19 compared to the previous year.

According to data, production 
of  pulses is set to register a 
dramatic fall of  35 per cent 
while production of  cereals will 
dip 6 per cent. Among oilseeds, 
production of  groundnut, 
sesamum and sunflower is 
registering a fall of  33 per 
cent, 58 per cent and 74 per 
cent, respectively. Soyabean 
production is to register a growth 
of  20 per cent. Meanwhile, 
cotton and sugarcane production 
are both up, by 17 per cent and 
10 per cent, respectively.

Sugarcane, meanwhile, has 
also witnessed a fresh surge 

in area under cultivation, 
notwithstanding previous efforts 
by the state government to 
disincentivise cultivation of  cane 
in water-scarce regions. From 
9,02,000 hectares last year, in 
2018-19 the area under sugarcane 
grew to 11,63,000 hectares, a 29 
per cent rise, also the largest rise 
in area under any single crop 
since the previous year.

Production of  jowar is pegged 
at having fallen by 50 per cent 
in the kharif  season, and by 72 
per cent in the rabi season. This 
has contributed to a widespread 
fodder shortage especially 
in Marathwada and north 
Maharashtra. Until the arrival of  
the monsoon this year, the state 
government had to operate at 
least 1,501 fodder camps across 
the state, housing more than 10 
lakh animals.

*Courtesy: This article was originally 
published on the website

https://indianexpress.com/article/
india/maharashtra-economic-survey-
crop-sector-growth-to-dip-by-8-this-
year-5785521/
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Organised By Supported By

Ministry of Micro, Small & 
Medium Enterprises, Govt. of India    

Ministry of Agriculture &
Farmers Welfare, Govt. of India   

New Vision For Smart Farming

Reshimbagh Ground, 
Nagpur, Maharashtra

nd th
22  – 25  

November 2019

More than 25 Workshops on various subjects

Discussion sessions with agricultural experts

Inspiring success stories of farmers

Experimental learning through audio-visual 

presentations

WORKSHOPS

NATIONAL AGRI EXPO
 Producers distributors,  and consumers  under one roof. 

Participation of marketing boards, banks and insurance 

companies as well.  Stalls of Central & State Government 

departments displaying govt. schemes    A rare chance to see 

Farm machinery, Farm equipment, seeds, fertilizers, pesticides 

and agri  services with live demonstration.  Broad scale of 

participation from multinational companies to small scale 

industries, self-help groups and voluntary organizations.

Discount 

for MSME 

registered 

units 

 

Only Few 

Stalls 

Available

Special 

Animal 

Husbandry 

Pavilion

CONFERENCES
Agriculture and food processing 

(with the help of MSME)
Dairy and milk processing

Central India’s Largest Agri Summit
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58th Annual General Meeting of  MEDC 
chaired by President Mr. Ravindra 

Boratkar on 27th September 2019 in 
the presence of  other chambers of  

commerce.

15th Dr. D. R. Gadgil Memorial Lecture by Shri Sudhir Mungantiwar, Minister of  Finance, Planning and 
Forest on the topic of  “Maharashtra Marching towards 1 trillion dollar economy” was well attended and 

appreciated by the audience.

58th Annual General 
Meeting

15th Dr. D. R. Gadgil Memorial Lecture series
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BLUECON Sectoral Conference on Fisheries & Aquaculture

Venue : CIDCO Convention Centre, Swami Prananandji Marg, Sector 30, Vashi, 
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YOUR DATE
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Participating Industries
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