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MEDC Governing Board
From the President’s Desk...!

We are, indeed, extremely happy to state that 
the month gone by has been significant for 
us at MEDC, for two distinctive events. 

First, together with the Indian Education Society, we 
organized the 4th National Conference on Micro, Small and Medium 
Enterprises (MSMEs) in Mumbai with a thematic focus on “Clusters as 
Engine of MSME Growth”. This Conference received valuable support 
and participation from the top officials of the Govt. of Maharashtra as 
well as from the audience, which comprised of MSME entrepreneurs, 
professionals, policy makers, researchers and management students. 
Second, in consultation with the Chief Minister of Govt. of Maharashtra, 
MEDC thought it appropriate to formulate an alternative system of 
taxation for Local Bodies in Maharashtra in lieu, of present LBT/Octroi. 
Accordingly, we invited two retired outstanding bureaucrats, namely, 
Mr. Subodh Kumar, the former Municipal Commissioner, Mumbai 
Municipal Corporation and Mr. Dilip Dixit, who had long stint with the 
Sales Tax Department and with insights into the Sales Tax and VAT laws 
and their implementation, to undertake such complex and challenging 
task. This Committee worked with enormous zeal, studied all the works 
of various previous Expert Committees on the subject, engaged itself 
in extensive discussions with stakeholders, including the concerned 
Secretaries and officials of the Govt. of Maharashtra and prepared the 
final report. And all this in a record time of less than three months!
We are sure that the Govt. of Maharashtra would now give a serious 
consideration to the well thought out alternative model to the present 
LBT and accept and formulate its strategy for implementation of the 
relevant recommendations of the committee. This would, indeed, go a 
long way in resolving the conflicting stance between the policy-makers 
and businessmen and traders as well as ridding the existing municipal 
finances from the prolonged legacy of an obnoxious system of Octroi. 
This is the need of the hour, if the Government genuinely intends to 
promote competitive and efficient industry and commerce in our State. 
We think it appropriate for us to publish the relevant excerpts of this 
report for the benefit of wider audience and generating informed 
discussion and debate on the vexatious issue of replacement of LBT/
Octroi. 
Besides, we are also happy to incorporate in this digest (a) Executive 
Summary of the comprehensive study undertaken by MEDC for CIDCO 
on Repositioning Navi Mumbai as a Growth Engine; & (b) Executive 
Summary of Next Big Economic Reforms. 
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Efficient Alternate Sources of Revenue 
in Lieu of Octroi/LBT......

Mr. Chandrashekhar Prabhu

Edit Page

It gives me a great pleasure 
to present to the people of 
Maharashtra the MEDC 

Report on Efficient Alternative 
Sources of Revenue In Lieu of 
Octroi / LBT.  

The Maharashtra Economic 
Development Council [MEDC] 
has been on the fore front 
when it comes to undertaking 
research on various issues 
which affect the day-to-day 
life of the citizens of the 
state.  When the traders felt 
that Local Body Tax [LBT] 
should be removed and went 
on an agitation mode, MEDC 
started having discussions 
with different players and 
decided that it should take up 
this matter in right earnest. I, 
therefore, decided that we must 
have a Committee of Experts 
to look into this problem in 
a holistic manner. Before the 
formation of the Committee, 
I had an opportunity to 
discuss its composition with 
Hon’ble Chief Minister, 
Government of Maharashtra.  
I mentioned to him that this 
is an issue which requires 

immediate attention from the 
government. I was informed 
[He told me] that a Committee 
under the Chairmanship of 
[the] Chief Secretary had been 
formed for the purpose of 
understanding the problems 
faced by the traders, and 
also for understanding the 
administration’s point of 
view and finding an amicable 
solution for the same [to 
the problem].  I tried to put 
forward to the Chief Minister 
my opinion on this complex 
subject [in the matter].  I told 
him that a Committee of 
Secretaries need not necessarily 
be the only solution providers 
for the government.

I reminded him that in the past 
not only the founders of MEDC, 
but various professional experts 
from Governing Council have 
excelled in providing solutions 
to the State administration, 
as and when it needed such 
solutions and advice the 
most. The very idea of co-
operative sugar factories, for 
example, was initiated by Dr. 
D. R. Gadgil, our founder.  The 

policy regarding employment 
guarantee was also one of 
the significant initiatives 
taken up by [which] MEDC 
[took up].  The new policies 
related to township and other 
urbanization issues found its 
origin from suggestions made 
by MEDC.  

It would, therefore, be in the 
fitness of things that the MEDC 
initiated a study on the issues 
related to LBT as well.  The 
Chief Minister was kind enough 
to say he had an open mind 
and that such a report would 
be very valuable and helpful.  
We needed someone who 
understood the functioning 
of the Municipal Corporation 
well, had an insight into the 
Sales Tax and VAT laws and 
their implementation, and also 
who understood the state’s 
finances, which matter the most.  
We found that Mr. Subodh 
Kumar the former Municipal 
Commissioner of MCGM, who 
had earlier been the Principal 
Secretary, Department of 
Finance of the Government 
of Maharashtra and also the 
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Sales Tax Commissioner, apart 
from other illustrious positions 
occupied by him, to steer 
this challenging assignment. 
Accordingly, we felt that he 
would be the most suitable 
person to head the Committee.  
We approached him and he 
kindly agreed. Along with him, 
we decided to invite Mr. Dilip 
Dixit, who had served in the 
Sales Tax Department for several 
years and assisted successive 
Sales Tax Commissioners, and 
also Finance Secretaries in the 
budget-making exercise, to be 
a member of the Committee. 

We were sure that the two 
together could take help from 
any of the players individually 
or collectively in evaluating 
the complexities of issues and 
then arrive at appropriate 
conclusions.  It was difficult 
to obtain the statistical data 
crucially required for such 
a research, considering that 
both of them were no more in 
government services.  However, 
they worked hard, got the 
necessary data, and eventually 
managed to prepare and 
submit a well-studied report 
with recommendations, which 
would be acceptable to all.  I 
wish to take this opportunity 
to profusely thank Mr. Subodh 
Kumar and Mr. Dixit for the 
efforts taken by them.

The report could not have been 

completed without the inputs 
from several serving and retired 
members of the bureaucracy as 
well as from the representatives 
of various trade organizations.   
I would be failing in my duty 
if I do not thank the Federation 
of Association of Maharashtra 
(FAM) for their inputs and 
support.  Other organizations 
representing the traders, and 
FAM’s representatives from 
different parts of the state were 
also very keen to find solutions 
to their problems.  The report 
has been ready for quite some 
time and we have sent it to 
all the decision makers with 
a view to enlist their support.   
We delayed its publication and 
were awaiting a response from 
the CM’s office. I wish and hope 
that the government would act 
immediately and agree to the 
recommendations made in this 
report at the earliest so that 

the issue is resolved and all 
concerned would be happy and 
relieved. Let this exercise lead 
us to a strategy through which 
all the stakeholders who face 
problems of this nature find an 
effective platform to find the 
correct solutions.

While finalizing its 
recommendations, the 
committee reflected upon 
various policy issues, past 
reform proposals, alternative 
sources of revenue, LBT and 
substitute levies, autonomy of 
urban local bodies, transition 
to GST, etc.

This issue of Digest incorporates 
two of the crucial chapters 
of the comprehensive report 
namely, chapter I: Introduction 
and chapter IX: Summary of 
Recommendations.

Appeal to the Members for the Payment of
Annual Membership Fee for the year 2013 - 2014

Dear Members

The MEDC is grateful to its Associate and Constituent Members, who have paid 
their Membership Fee for the current financial year (2013-2014)

The MEDC requests its Associate and Constituent Members (those who have 
not yet paid their membership fee), to make the payment at an early date before  
31st December  2013  to enable us to update the data of members for the year 
2013-2014.

Your early action in this regard will be highly appreciated.
for more information pl. contact : DGM, MEDC,  3rd Floor, Y B Chavan 
Centre,  Nariman Point, Mumbai – 400 021.; Tel.: 22819198 ; 22842206/09 ; 

Fax.: 22846394 ; Email : sureshg@medcindia.com 
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A Report on  Efficient Alternate Sources   
of  Revenue in Lieu of Octroi/LBT

 by Mr. Subodh Kumar, and Mr. Dilip Dixit 

Introduction :
Octroi has had a long inning 
in Maharashtra. The tax used 
to be collected in several 
municipal councils in the then 
Bombay Presidency and also 
in some towns in other parts of 
British India. Even some of the 
Princely States had adopted 
the tax. But because of want of 
adequate means of transport 
and a generally static economy, 
Octroi was not the principal 
source of income for the local 
bodies. Besides, the number of 
commodities liable for Octroi 
used to be quite small. It is no 
wonder that upto the time of 
independence, Octroi, though 
irksome, was not viewed as a 
hindrance to trade and commerce. 
Unbelievable as it may sound, 
the total revenue of the then 
Bombay Municipal Corporation 
in 1964-65 was of Rs.23.64 crore 
and the contribution of Town 
Duty [the then local term for 
Octroi] to this revenue was of 
Rs.1.54 crore. By contrast, in the 
year 2011-12, the Octroi income 
of the BrihanMumbai Municipal 
Corporation was of Rs.6154 crore. 
With the increase in revenue, 
the faults in the collection 
system and the drawbacks of 

the levy became magnified. As 
Trade and Industry flourished 
and became better organized, 
the opposition to Octroi began 
to gather strength. Over the 
years, the Trade and Industry 
organized several movements 
against the imposition of Octroi 
but generally to no avail. The 
revenues from Octroi were too 
important for the local bodies 
and the State Government was, 
therefore, slow in reacting to 
the protests against the levy. 
Nevertheless, Octroi remained 
a sore spot and the State 
Government had come to the 
realization that Octroi needed 
to be replaced with substitute 
levies. This line of thinking 
became more powerful with the 
opening of the economy and the 
pan India move towards reform 
of indirect taxes. The State 
Government accordingly took 
the first of the initial steps for 
abolition of Octroi in 2009.

2) L B T :

With a view to providing a 
substitute for the levy of Octroi 
by Urban Local Bodies ( ULBs ) 
the State Government amended 
the Maharashtra Municipal 
Corporations Act,1949 [the 
Act] with effect from 31st 

August 2009. The enabling 
amendments provided for 
the levy of a Local Body Tax ( 
LBT ) by the Corporations on 
goods entering the Corporation 
limits for consumption, use or 
sale therein. The amendments 
further provided that the State 
Government, after considering 
the proposal of the Commissioner 
of the Corporation, will notify 
the goods on which no LBT will 
be levied in that Corporation.  
An account based cess in the 
nature of Octroi was already in 
operation in the Navi Mumbai 
Corporation. Several of the 
provisions in the Act relating to 
that cess were made applicable 
to LBT. Some of such provisions 
are discussed in the latter part of 
this Report. Subsequently, the 
Rules necessary to make the levy 
of LBT effective were published 
on 25th March 2010 [the Rules]. 
These Rules have since been 
amended twice, once on 30th 
June 2012 and then on the 20th 
June 2013.

3)  Agitation:

3.1) LBT was introduced 
sequentially, starting 
from 2010, in some of the 
twenty six Corporations 
in the State. The new levy 
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met with considerable 
resistance, although in one 
or two instances, where 
the collection of Octroi had 
been outsourced to a private 
contractor, the resistance 
was somewhat muted. 
There were some instances 
involving stray local bodies, 
where the High Court, on 
technical grounds, stayed the 
levy. It is understood that the 
stay orders have now been 
vacated. In April 2013, the 
State Government introduced 
the new levy in the remaining 
Corporations except the 
BrihanMumbai Municipal 
Corporation [BMC]. The 
Corporations brought under 
the LBT regime in April 2013 
included the Pune as well 
as the Pimpri-Chinchwad 
Corporation. It is understood 
that while preparations 
are underway to introduce 
LBT in BMC, the date of 
implementation has been 
deferred.

3.2) The introduction of the new 
tax led to organized protests 
and unprecedented trade 
shutdowns in the Municipal 
Corporations of Pune and 
Pimpri-Chinchwad. In several 
other Corporation areas, the 
local trade organizations 
led protests and strikes. The 
agitation spread to Mumbai 
and several markets were 
closed for a prolonged period. 
As per newspaper reports, 
negotiations were opened and 

the State Government agreed 
with some of the demands of 
the striking traders. For want 
of an official communication, 
it is not clear which of 
the demands of the trade 
were accepted by the State 
Government. The LBT Rules 
have since been amended 
on the 20th June 2013, 
presumably to give effect to 
those demands of the Trade 
which were found acceptable 
by the State Government.

3.3) Again as per newspaper 
reports, the State Government 
also announced at that time, 
its decision to constitute a 
Joint Committee which would 
include senior officers as well 
as representatives of the 
trade. As a result, the strikes 
and market closures declared 
by the trade in different 
cities were withdrawn. It 
is not clear when the Joint 
Committee constituted by 
the State Government would 
hold its meetings, or when 
its recommendations would 
be available. In view of the 
divergences in intent and 
approach, it appears unlikely 
that the recommendations 
would soon be available 
or that they will be acted 
upon in the near future. 
Meanwhile, the levy of LBT 
in all corporations except 
the BMC, remains in force. 
However, the response of 
the Trade and Industry for 
registration, under LBT, 

appears to be tepid. Except 
for four or five Corporation 
areas, the Octroi growth rate 
in many of the Corporations 
was erratic, with some years 
showing a negative growth. 
Where comparable figures are 
available, the LBT collections 
appear to be lower than 
the corresponding Octroi 
collections of previous year 
[with one or two exceptions]. 
Besides, the Octroi refunds 
in all the corporation areas 
including BMC used to be of 
the order of 3% of the gross 
collection. But in an account-
based levy, there will be 
more claims for refunds and 
the LBT refunds are likely to 
amount to nearly 9 to 10% 
of the gross collection.i.e of 
the same order as Sales Tax 
Refunds. The likely shortfall 
in net LBT collections 
should, therefore, be a cause 
for concern. Further, from 
newspaper reports, it appears 
that in Metro cities, at any rate, 
the figures of LBT collections 
are not encouraging. But it is 
perhaps too early to discern a 
trend.

4)  Maharashtra Economic 
Development Council:

The Maharashtra Economic 
Development Council (MEDC 
or the Council) was seized of 
the issue. Some of the Trade 
Federations including the 
Federation of Associations 
of Maharashtra (FAM) had 
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approached MEDC to initiate the 
formation of an expert committee 
to study the issue in depth and 
to find a solution which may be 
acceptable to all the stakeholders. 
Acting on this request, the 
Council on June 7, 2013 decided 
to set up a committee to be 
headed by Mr. Subodh Kumar, 
erstwhile Principal Secretary to 
the State Government in Finance 
Department. The other member 
of the committee was Mr. Dilip 
Dixit, erstwhile Additional 
Commissioner of Sales Tax.

5) The Committee:

5.1) The committee held some 
rounds of internal discussions 
and had the opportunity to 
interact with representatives 
of the trade and industry. 
Some of the reports of the 
earlier committees set up by 
the State Government to study 
the question of abolition of 
Octroi were also available to 
the present committee.

5.2) The stakeholders in this 
debate are the Trade and 
Industry, the Municipal 
Corporations, the State 
Government and finally 
the citizenry at large. The 
discussions with Trade 
and the discussions with 
organized industry as well 
as medium and small scale 
industries were fruitful. There 
were informal interactions 
with the Commissioners of 
some Corporations. These 
interactions were useful in 

eliciting their views and also 
for learning from their first 
hand experience. The State 
Government is certainly firm 
about not reverting back to 
Octroi. But the impression 
one gathers is that the 
State Government has an 
open mind regarding LBT. 
One gathers from the local 
newspapers that while the 
citizens were fed up because 
of the trade strikes, there is 
some understanding of the 
plight of the striking traders. 
It is on this background 
that the present Report was 
prepared.

6) Octroi:

Octroi as a system of collection of 
taxes for local bodies has been in 
use in Maharashtra for over 125 
years. The collection mechanism 
is extremely simple. The goods 
vehicles are stopped at the entry 
point of cities and the tax is 
collected on the goods entering 
the city at the rates applicable 
to different commodities. In a 
similar manner, tax is collected 
on goods entering the city by 
ship, rail or by air. The tax is 
meant to be collected only on 
those goods which enter the 
local area for consumption, use 
or sale therein. It thus becomes 
necessary to have separate 
exemption or refund procedures 
for goods entering the city and 
transiting to other cities as also 
for goods which have entered 
the city but are thereafter to be 

re-exported out of the city. All 
the local bodies had prescribed 
their own individual procedures 
for these purposes. The list of 
commodities liable to Octroi 
was not uniform throughout 
Maharashtra. Similarly, across 
different cities, there were 
substantial divergences in the 
rate structure of Octroi. It is, 
however, not to be denied that 
from an administrative point of 
view, Octroi had certain plus 
points. In the first place, litigation 
was negligible. Secondly, the 
levy generated daily cash 
receipts, thus providing easy 
liquidity. Finally, for traded 
goods, the incidence of Octroi 
falls on the citizens of the very 
city which collects the tax. This is 
in consonance with the principle 
that an indirect tax should be 
collected in that jurisdiction 
where the goods being taxed are 
finally consumed.

7)  Negative Aspects of Octroi:

7.1) Nevertheless, the opposition 
to Octroi has been consistent 
and uniform. The collection 
involves stoppage of vehicles 
bearing costly goods. Such 
stoppage has a financial cost. 
Second, there is wastage 
of fuel and of man-hours. 
Third, the system sometimes 
operates capriciously. 
Complaints of harassment 
and corruption were common. 
The levy of Octroi breaks up 
the connectedness of the State 
economy. The fragmentation 
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of the economy affects the 
free flow of goods. Economic 
decisions are influenced 
because of the levy of Octroi. 
The levy thus distorts the 
choice of business location 
and thereby distorts trade 
and manufacture.

7.2) Above all, Octroi is not a pass 
through tax. It is, in effect, a 
tax on the inputs of the trade 
and industry. It is, therefore, 
always a cost of business 
and thus makes businesses 
uncompetitive. As Octroi is 
an unrebated tax on inputs 
of the business, the levy of 
Octroi, leads to cascading 
of taxes when Central Excise 
or Sales tax are levied on the 
finished products. Octroi had 
long since been abolished in 
the dozen odd States where 
it used to be collected. The 
laggards were Gujarat and 
Maharashtra. In November 
2007, Gujarat abolished 
Octroi, leaving Maharashtra 
as the sole flag bearer of 
Octroi. There is no doubt that 
Octroi needed to be abolished. 
As a matter of fact, one of the 
persistent demands of the 
local trade and industry over 
the last 50 years has been the 
abolition of Octroi.

7.3) When the negative 
aspects of the levy are 
conceded, it will be logical 
to agree that any substitute 
levy should be free from 
the defects pointed above. 

Ideally, the administration of 
the substitute levies should 
be with those Departments 
which do not need training 
or extra efforts to collect the 
tax. The substitute levies 
should generate revenues of 
the same order as Octroi, and 
of course, they should have 
buoyancy similar to or higher 
than the buoyancy of Octroi. 
The autonomy of the local 
bodies should be preserved 
by requiring that the accrual 
of the receipts to the ULBs 
is mandated as a legal Rule. 
The State Government or 
the State Administration 
should have no discretion or 
role, direct or indirect, in the 
disbursement of revenue to 
the ULBs. Above all, the new 
levy should not become a cost 
of business. In other words, 
the new levy should not be 
in the nature of a regressive 
tax. The present committee in 
its efforts has followed these 
guidelines.

7.4) Another issue which needs 
to be placed in context is the 
present ability of the local 
bodies to raise soft loans from 
financial institutions against 
the Octroi revenue flow. 
The alternative or substitute 
levies should provide an 
equally assured revenue flow, 
maintaining the comfort of 
the lenders.

8) Resources for ULBs:
Amongst the major States, 

Maharashtra is urbanizing at the 
fastest rate. Already more than 
40% of the population in the State 
lives in urban areas. The trend 
is going to get  even stronger in 
the future[For the first time in 
history, in the year 2010 more 
people in the world were living 
in cities than in villages - largely 
because of the urbanization in 
China and Latin America]. The 
73rd and 74th amendments of 
the constitution have cast new 
and added responsibilities 
on the local bodies. Besides, 
civic infrastructure needs to be 
created in the new Corporations 
and needs to be renovated in the 
older Corporations. It is socially 
expedient and necessary that the 
resources available to the local 
bodies should be commensurate 
with their new responsibilities. 
Even if Octroi or LBT be 
regressive levies, they need to be 
so substituted that resources of 
the same order are still available 
to the ULBs.

Based on certain set of 
assumption and the proposed 
alternative to LBT/Octroi.  

“We needed to collect Rs. 
11945  crore. The collections as 
proposed will be as follows:

Cover StoryCover Story

TABLE 6
PARTICULARS AMOUNT (in 

Rs. Crore)

Octroi/LBT on motor 
spirits including crude oil

3298

Stamp Duty 3086

Sales Tax 7038

Total 13422
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There will be refunds of Rs. 704 
crore from the LBT surcharge 
on VAT. The net collection will 
therefore be Rs.12718 crore. 
(13422  –  704 = 12718 ). Thus, 
with the use of substitute 
levies, we will be able to fully 
compensate the Corporations 
presently collecting Octroi/LBT 
and will be left with an excess 
of Rs. 773 crore.[ 12718  – 11945  
=  773 ]

Summary of 
Recommendations:
1) Octroi like LBT is a regressive 

levy which adds to the cost 
of business. The collection 
system is primitive and does 
not admit accountability. The 
levy is injurious to business 
and needs to be abolished.

2) The need of the ULBs for 
resources will have to be 
fully met. The responsibilities 
of the ULBs and their need 
for additional resources are 
going to increase in future.

3) LBT like Octroi is a cost 
of business and makes the 
business uncompetitive. It is a 
tax on the inputs of trade and 
industry. The net result of the 
tax is to make the finished 
or traded goods costlier. 
This makes the local trade 
and industry uncompetitive 
in Inter-State trade and 
commerce.

4) The levy of LBT creates 
a preference for locally 
produced goods. These 

preferences are economic 
barriers to free trade creating 
distortions and favored 
markets.

5) LBT is singularly prone to tax 
avoidance as the dealers can 
always open warehouses and 
showrooms outside the city 
and deliver costly goods to 
individual customers from 
these warehouses. Under the 
LBT Act/ Rules, individuals 
are not liable for payment or 
registration. It is needless to 
say that this escape route will 
seriously erode the tax base 
in the time to come.

6) The recovery of LBT involves 
unusually high collection cost 
for the State agencies as also 
additional cost of compliance 
for the tax payers. It will 
bear mention that under the 
proposed substitute levies, 
both of these costs will be 
zero.

7) The LBT Rules are clumsily 
drawn. The legal validity of 
some provisions is doubtful. 
The tax base of LBT is 
narrower than that of Octroi. 
There is considerable scope 
for leakages in collection. 
Industry will be even more 
adversely affected than trade 
by implementation of LBT. 
There is no central authority 
or office which has ownership 
of LBT. With the growth of 
Service sector in the economy 
of the cities, the tax burden on 
the Goods sector is going to 

increase disproportionately. 
In order to maintain the 
revenue levels, the LBT rates 
will have to be increased. It 
is beyond the abilities and 
capacities of the ULBs to 
administer an account based 
commercial tax. The levy 
of LBT has several other 
demerits as enumerated in 
Para 28.3 of this Report.

8) A tax of this type is not used 
elsewhere in the world. 
After the introduction of 
GST, Maharashtra will be the 
only State where Government 
taxes make local industry 
uncompetitive. The danger 
is that unless LBT is reversed 
now, the regressive levy 
will, by its own momentum, 
continue under GST. Once 
GST is stabilized, there will be 
little or no scope for merging 
Octroi/LBT in GST.

The time to act is now.

9) LBT can be easily replaced 
by alternative resources 
which would generate 
revenues of the same order as 
Octroi, will have buoyancy 
similar or higher to that of 
Octroi, will preserve the 
autonomy of the local bodies 
by mandating accrual of 
receipts to ULBs as a legal 
rule with no discretion or 
role, direct or indirect, to any 
State Government authority, 
without making the new 
levies a cost of business and 
without imposing additional 
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cost of collection on the 
exchequer and additional 
cost of compliance on the tax 
payer. The key features of the 
alternative mechanism are as 
described in the subsequent 
paragraphs.

10)Octroi/LBT in all the 26 
corporations can be abolished 
[except of course that on 
motor spirits including crude 
oil] by (i) levying a local 
body surcharge on stamp 
duty applicable to real 
estate transactions in the 
corporation areas and (ii) by 
levying a local body surcharge 
on VAT. The details of the 
proposal are as follows.

(I) The Bombay Stamp Act, 1958 
be amended for levying a 
surcharge on stamp duty. 
. As the prevalent rate of 
stamp duty is 5%, the Local 
Body Surcharge on Stamp 
Duty will be will amount to 
40% of the amount currently 
payable as Stamp Duty [40% 
of 5% is 2%]. The amended 
Stamp Act will provide that 
the surcharge on stamp duty 
will accrue directly to the 
respective Corporations. 

(II) The  Maharashtra Value 
Added Tax Act, 2002 be 
amended in such a way that 
there will be no increase in 
sales tax rates applicable to 
bullion, articles made from 
bullion or declared goods 
or composition schemes 
for works contract. The 5% 

rate, in so far as applicable 
to commodities other than 
Declared goods will be 
increased to 6% and the 
12.5% rate will be increased 
to 15%. The sales tax rate (on 
MRP) applicable to liquor 
will be increased from 25% 
to 30%. In other words, the 
Local Body Surcharge on 
VAT will be of the order of 
20% of the relevant VAT 
amounts. An amount equal 
to 11.88% of the daily gross 
collections (except Sales tax 
on motor spirits) will accrue 
directly to the designated 
bank account, while the 
balance of 88.12 % will accrue 
to the Consolidated Fund of 
the State.

III) Even with the amendments 
of the Acts as proposed above, 
the amounts collected by way 
of Local Body Surcharge on 
Stamp Duty and the mandated 
portion of the VAT collection 
do not have to be credited 
to the consolidated fund of 
the State. On this point, the 
legal position is more than 
clear [Please see para 8 and 
13 of the Madras High Court 
judgment appended to this 
Report as Annexure D]

IV) The LBT/Octroi on crude oil 
will be collected and retained 
by  BMC. 

V) The Local Body Surcharge on 
VAT and the Octroi/LBT on 
motor spirits will be collected 
by the Sales Tax Department. 

The collection of Octroi/ LBT 
on motor spirits administered 
by the Sales Tax Department 
and 11.88 % of daily gross 
VAT collection excluding the 
sales tax on motor spirits will 
be credited directly to the 
designated Bank account. 

VI) The surcharge on stamp duty 
will be collected by the Stamp 
and Registration Department 
and will be directly credited 
to the Bank accounts of the 
respective Corporations.

VII) The detailed calculations 
show that the proceeds 
from the substitute levies 
are certainly sufficient 
to compensate the 26 
Corporations for the loss of 
their Octroi/LBT income.

11) Apportionment amongst 
the 26 Corporations of the 
amounts accrued in the 
designated Bank Account 
should be made in the relative 
proportions of their highest 
receipts in the five years 
ending on the 31st March 
2012 excluding of course, the 
Octroi on crude oil collected 
by BMC in the base year and 
also the amount equal to 40% 
of the stamp duty collection 
on immovable property in 
the 26 Corporation areas 
(For details, see para  26.9).  
The State Government will 
distribute 0.27 % of gross VAT 
revenue (excluding motor 
spirits) among the Gram 
Panchayats.[In base year i..e 
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2011-12, this amount works 
out as  Rs. 125 crore.  On an 
average, this will amount to a 
grant of nearly Rs. 45,000/- to 
each Gram Panchayat.]

12) It is likely that some 
Corporations may expand 
by absorbing neighboring 
villages. In such a case, the 
amount that these villages 
were getting from the 1% 
Fund will be earmarked for 
the concerned Corporation.

13) The additional burden of 
VAT will fall to an extent on 
the Municipal Councils that 
today do not levy Octroi since 
1999. Government has been 
compensating them without 
imposing any alternate 
tax in lieu of octroi. Excess 
collection of Rs. 648 Cr. from 
VAT, retained by Govt will be 
additional resources available 
to Govt. This excess, which 
will remain with the State 
Government, should be used 
to defray the expenditure 
incurred by the State 
Government in compensating 
the Councils towards loss of 
Octroi. It is needless to add 
that these Councils will not 
be directly compensated from 
the substitute levies.

14) The subsidy granted by 
way of industrial incentives 
under the Package Scheme of 
Incentives will not include the 
portion attributable to Local 
Body Surcharge on VAT.

15) The revision of VAT rates 

will not adversely affect the 
local Trade and Industry. 
Even after revision, the 
Maharashtra VAT rates 
will be comparable with 
neighboring and comparable 
States.

16) The new Municipal 
Corporations that may be 
set up in future will not be 
partaking from the proceeds 
of the substitute levies. 
However collections of the 
2% surcharge on stamp 
duties and the Octroi/ LBT 
on motor spirits can be made 
applicable to them with the 
income being assigned to the 
respective new Corporations. 
Besides the new Corporations 
should immediately adopt the 
reformed property tax and 
revise their user charges. The 
State Government 
should permit the 
new Corporations 
to collect and 
retain Municipal 
Profession Tax 
under a new and 
separate legislation. 

17) The additional 
revenues that 
the ULBs are 
going to need in 
future may have 
to come from the 
reformed property 
tax, municipal 
profession tax and 
revision of user 
charges.

18) The proposal for substitute 
levies does not affect the 
autonomy of the local bodies.

19) The new levies should be 
made effective as soon as 
the legal and administrative 
changes are in place. Octroi/
LBT should be abolished from 
the same date.

20) The final solution is GST. 
The State Government needs 
to withdraw its opposition 
to the abolition of Octroi 
and accept the subsumation 
of the proposed new levies/ 
Octroi/LBT in GST.

pages : 50 ; price : Rs. 200/- 
for full report pl. contact : DGM, MEDC
Tel; : 22842206/09 cell : 9819875631

email : sureshg@medcindia.com

Cover StoryCover Story



Maharashtra Economic Development Council, Monthly Economic Digest 
15  December  2013

Cover StoryCover Story
Research Study on 

‘Repositioning Navi Mumbai as a Growth Engine’
Prepared By : Maharashtra Economic Development Council (MEDC)

For : Statistics Department,  City & Industrial Development Corporation Ltd. (CIDCO)

N avi Mumbai is well 
poised to emerge 
as a growth engine 

for Maharashtar State. The 
proximity to metropolis of 
Mumbai, the linkages with 
the districts of Raigad, Pune 
and Thane, the new central 
projects, the foundation of 
good infrastructure and the 
youthful talent available all 
offer a platform for Navi 
Mumbai to launch on a rapid 
growth trajectory. 

Every decade since 1971, the 
population of Navi Mumbai 
has doubled. Given the 
present rate of growth of 
3.5% per annum, the resultant 
pressure on socio-economic 
infrastructure and the demand 
for new opportunities would 
be enormous. 

The economic growth of Navi 
Mumbai, since its beginnings, 
has been comparable with that 
of Mumbai.  On account of the 
saturation of Mumbai city and 
the consistent immigration, 
Navi Mumbai is expected to 
grow faster than Mumbai in 
the coming decades. 

City Industrial Development 
Corporation (CIDCO) has been 
the major driving force in the 
progress of Navi Mumbai as 
an economic power house. 
CIDCO has created socio-
economic infrastructure to 
sustain the city. The challenge 
today is to plan and create 
new infrastructure for Navi 
Mumbai - keeping in mind the 
developmental demands and 
the opportunities to emerge a 
global city. 

For repositioning Navi Mumbai 
as a Growth Engine, CIDCO 
has initiated this project to 
take stock of the current status 
of economic development in 
Navi Mumbai and to develop 
a Strategic Plan which would 
identify the major initiatives to 
be taken up by CIDCO.

This study, is assigned to 
Maharashtra Economic 
Development Council (MEDC), 
by CIDCO. This study 
addresses comprehensively 
the process of understanding 
the issues and identifying the 
specific tasks and projects for 
‘Repositioning Navi Mumbai 

as a Growth Engine’. The 
project is divided in to four 
phases.  

1. White Paper on Navi 
Mumbai.

2. Opinion Survey of Stake 
Holders.

3. Sectoral Profiles and 
Resource Mapping.

4. Development of  Vision, 
Growth Strategies and 
Investment Plan for Navi 
Mumbai. 

The major objectives of the 
study are : 

1) To take cognizance of the 
evolutionary developments 
in Navi Mumbai in respect 
of  industrial activity, city 
development, population 
growth, infrastructure 
growth, and the role  of 
growth institutions such 
as MIDC, JNPT, MMRDA, 
CIDCO, NMMC and Indian 
Railways.

2) To carry out a thorough 
analysis of the prospects 
for Navi Mumbai in the 
different industrial sectors 
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and to identify the dominant 
and emerging sectors. 

3) To place the sectoral 
prospects in the economic 
context – assessing the 
impact on GDP of Navi 
Mumbai, Maharashtra and 
India. 

4) To map the resources of 
Navi Mumbai - Land, 
Infrastructure, Finance, 
Natural and Human 
resources - with the sectoral 
growth opportunities.  

5) To understand the voice 
of stakeholders - Citizens, 
Industry and CIDCO 
personnel. 

6) To complement the 
understanding through 
a perspectives survey 
involving major growth 
enablers for Navi Mumbai 
– CIDCO, JNPT, MMRDA, 
NMMC. 

7) To develop Vision, Strategy 
and Specific Programs for 
Repositioning Navi Mumbai 
as a Growth Engine. 

The final phase of the project, 
Phase IV, focuses on developing 
the Vision for Navi Mumbai, 
and recommending specific 
projects for implementation. 

The vision statement of Navi 
Mumbai is evolved around 
the aspirations of its major 
stakeholders and the City 

Development standards 
adopted around the world.  
“Navi Mumbai seeks to offer 
sustainable infrastructure of 
international quality to meet 
the current and aspirational 
needs of the citizens and to 
achieve competitiveness as a 
global city while upholding 
the green mandate.” 

Global = Global in business 
environment and livability 
standards. 

The growth engine to propel 
Navi Mumbai as a dynamic 
city would evolve from two 
distinct strategies: 

1. Creation of major 
infrastructure for boosting 
economic growth. 

2. Addressing the basic socio-
cultural needs to provide a 
good quality of life for the 
citizen of Navi Mumbai.

The basic approach in arriving 
at the action plan considers: 

a) Generating solutions for 
the emerging high impact 
problems that Navi Mumbai 
may have to face over the 
next two decades, and

b) Proactively creating 
infrastructure to embrace 
high impact opportunities.

The diagnostics study clearly 
indicates the High Impact 
Opportunities which are 

identified through a study of 
a) Past and emerging trends; 
b) Emerging Opportunity; 
c) Envisaged benefits from 
taking up the opportunity; 
d) Intervention required; 
and what specific big impact 
projects need to be pursued. 

The study recommends twenty 
specific big impact projects. 
The projects   recommended 
for implementation during the 
next 10 years, are   categorized 
under five avenues: 

• Socio-economic 
Infrastructure 

• Transport Infrastructure 
and Logistics 

• Industry and Knowledge 
Growth.  

• Clean and Green City.  

• Tourism. 

Each of the big impact 
projects is detailed for Scope/
deliverables, Cost norms, 
Investment outlay and 
Estimate for land requirement 
in a tabular form. In a later 
chapter, these projects are 
elaborated in detail with Case 
Studies to illustrate viability of 
the projects and to appreciate 
the best practices followed by 
different city development 
initiatives across the world. 

For each of the big impact 
projects, along with the feasible 
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project model, suitable revenue 
models are indicated. 

A scheme for prioritization of 
projects is suggested for CIDCO 
to model their approach. 

Implementation of the projects 
recommended in the Phase 
IV report would significantly 
bolster the socio-economic 
structure and create economic 
multipliers that will reposition 
Navi Mumbai as a growth 
engine.

The Chapter on ‘City Prosperity 
Index’ provides perspective on 
measuring a city’s growth not 
merely through conventional 
indicators  such as GDP and 
per capita income, but through 
dynamic indices such as the 
City Prosperity Index (CPI) 
with five parameters i.e. 
Productivity, Infrastructure, 
Quality of life, Equity and social 
inclusion, and environmental 
sustainability. Each parameter 
is elaborated.  A chart listing 
the Cities with High and 
moderate CPI is included for 
benchmarking. 

The Chapter on ‘Rehabilitation 
of Project Affected People’ 
highlights the core objective 
for rehabilitation of Project 
Affected People and various 
avenues and approaches 
to reassure them of a safe 
and secure future through 
rehabilitation- smoothening 

their transition to the new 
location and environs. Case 
Studies are included to reinforce 
the belief in implementation of 
suggested initiatives.

The Chapter on ‘Slum 
Improvement Program – 
An Emerging Perspective’ 
provides insights on dealing 
with the slum problem of Navi 
Mumbai. Two Case Studies (one 
national and one international) 
are included to complement 
the measures suggested for the 
Slum Improvement Programs 

of Navi Mumbai. 

With the challenge of meeting 
citizen expectations growing 
more acute, and the imperative 
for grasping the opportunities 
ahead, this report on 
‘Repositioning Navi Mumbai 
as a Growth Engine’ comes at 
an opportune time.

pages : 202 ; price : Rs.  1000/- 
for full report pl. contact : DGM, MEDC
Tel; : 22842206/09 cell : 9819875631
email : sureshg@medcindia.com
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Research Study on 
MAP for The Next Big Economic Reforms

(MAP = MEDC Action Plan)
Proceedings of the Lavasa Workshop February 2013 by 

Dr Prakash Hebalkar, Member, MEDC Economic Digest Editorial Board

The year 2012 was 
marked by repeated 
observations by 

economists and other observers 
of “Policy Paralysis” in India. 
What better time than this, to 
ask what should be the Next 
Big Reforms that are needed to 
re-stoke the embers of growth 
to produce a roaring fire?

The reasons to seek these Big 
Reforms are many. The classic 
reason is to avoid stagnation 
of India amidst the large 
number of “middle income 
countries” indefinitely. As the 
excellent conference on India 
2039 held in Mumbai brought 
out, while some 18 countries 
globally have been “middle 
income” for the past 50 years, 
including 12 in Latin America 
and three in Asia—Malaysia, 
the Philippines, and Thailand, 
the ADB said that at their 
current pace of growth, many 
will remain trapped for years 
to come. On the other hand, 14 
economies have escaped the trap 
since 1965, including several 

in Asia. Hong Kong, Japan, 
South Korea and Singapore 
completed the transition from 
low to high income.  Should 
not India be one of the fourteen 
who made it out of the middle 
income trap1  into the high 
income category? 

Typically, countries trapped 
at middle-income level 
have: (1) low investment 
ratios; (2) slow manufacturing 
growth; (3) limited industrial 
diversification; and (4) poor 
labour market conditions. 
These are already observable 
in India and correctives are 
urgently needed. As  wages 
rise, manufacturers often find 
themselves unable to compete 
in export markets with lower-
cost producers elsewhere. For 
instance, this has happened to 
India with regard to garment 
and textile exports and India 
has lost out to Bangladesh 
now and China earlier in spite 
of being a large cotton fibre 
producer.  

Another perspective arising 

from direct observation leads 
to these reasons that were 
cited in the invitation to this 
Economists’ Workshop in 
Lavasa: India needs to  raise our  
economic growth rate up to 10% 
per annum; we need to address 
the challenges of anticipated 
growing urbanisation with 
100 new Million-Plus cities; 
we need to address the major 
concerns relating to the 
population bulge (the so-called 
“demographic dividend which 
could turn into a curse”)  and 
explore high growth areas 
to absorb the growing work 
force in  productive activities; 
we need to increase our 
agricultural productivity to at 
least Chinese levels; we need to 
improve our capital markets to 
scale up funding to match the 
aspirational growth targets; we 
need to turn around our trade 
and current account deficits 
into surpluses and so on; while 
so doing, needless to say, 
efforts will have to be made 
to address the compulsions of 
political economy, fractured 
polity, emergence of regional 
power centres & coalition 
governments.

1. The middle-income trap is a situation of decreasing competitiveness arising from rising cost 
of labour arising from rising wages and stagnating productivity which saw, for example, South 
Africa and Brazil languish for decades in what the World Bank call the “middle income” range 
(about $1,000 to $12,000 gross national income per person measured in 2010 money).

Cover StoryCover Story
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A third perspective stems 
from an observation of what 
is clearly lacking or in short 
supply in India twenty years 
plus after the initial impulse 
towards economic reforms 
of 1991. What is unavailable? 
One could cite, besides many 
others, these:

• Old Age Security

• Public Safety – Life/
Property

• Potable Water Meeting Who 
Standards  Supplied To 
Homes

• Clean Air Meeting Who 
Standards

• Clean Rivers

• Clean Roads And Clean 
Beaches

What is in short supply? One 
could note, among others:

• Jobs

• Housing

• Power/Energy

• Protein Foods

• Roads

• Port Capacity

• Railway Capacity

• Public Transport
Surely, providing these ought 
to be on the agenda for Big 
Economic Reforms?
This in turn calls for attention to 
these urgent issues :

• The wide and widening 
Current Account Deficit and 
Export Competitiveness

• Jobs for Millions of Youth  in 

the Population bulge

• A high and continuing, indeed 
growing Import Dependence 
in the Energy Field

• Long and Sluggish 
Governance Processes

• Building scale and non-
fragility (cf Nassim Taleb) 
into all business sectors 
without creating monopolies 
or cronyism

A useful paradigm to approach 
all of these concerns with a 
common structure in terms of 
the next Big Reforms is provided 
by Andrew Shengs writings2 on 
Supply Chains and this became 
the structural basis for the Lavasa 
Workshop on the Next Big 
Economic Reforms. The workshop 
revolved around a consideration 
of four supply chains with a view 
to optimising them; optimisation 
recognises that the best supply 
chains are short and adaptive 
at all of the hierarchic levels 
of interaction with each other 

that supply chains invariably 
involve. These four supply 
chains are: the Manufacturing 
and Logistics Supply Chain, the 
Agricultural Supply Chain, the 
Financial Supply Chain and the 
Governance Supply Chain. To 
this was added consideration of 
Urbanisation which would lie 
at the basis of all new economic 
activity as the next paragraph, 
after the participant list, brings 
out.

The participants are Mavericks3  
in their own fields with the 
only “sobering influence” being 
brought in by Vijay Kelkar who 
has long experience in the field of 
national economic policy making.  
So MAP to the Next Big Reforms 
could also stand for Maverick 
Action Plan, besides the MEDC 
Action Plan!

The participants and their 
abbreviated names used in the 
report were:

2. China’s Evolving Web, http://www.project-syndicate.org/commentary/china-s-evolving-web-
by-andrew-sheng and Reshaping China’s Government Services Supply Chain, – Fung 
Global Institute http://www.fungglobalinstitute.org/publications/Articles/reshaping-chinas-
government-services-supply-chain-353.html 

    “Most studies of supply chains examine their operations, but take for granted governments’ 
critical enabling role. Because the non-delivery of government services would inhibit the 
proper functioning of business supply chains, understanding how the government services 
supply chain works is vital.

 For example, the Chinese economy’s transformation was enabled by the synchronized 
delivery of government services to support the logistics, finance, and manufacturing supply 
chains. This was a complex task that involved different levels of the Chinese government and 
many state agencies and ministries.

 A supply chain is not only a network for production, but also a live feedback mechanism, 
continually adjusting itself to ensure that production is coordinated and aligned efficiently to 
meet changes in global consumers’ demand, tastes, and preferences.

3 mav•er•ick  n.  One that refuses to abide by the dictates of or resists adherence to a group; 
a dissenter. adj. Being independent in thought and action or exhibiting such independence : 
maverick politicians; a maverick decision.
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1. Dr Vijay Kelkar, Chairman(VK) 
– ex Adviser to the Finance 
Minister and Chairman 
Thirteenth Finance Commission

2. Dr Surjit Bhalla (SB)- Chairman 
Oxus Investments

3. Dr Shreekant Sambrani (SS) – 
ex Faculty - IIM Ahmedabad 
and Director Institute of Rural 
Management

4. Dr Bibek Debroy (participated 
remotely) – Professor of 
International Management 
Institute (Delhi); Research 
Professor at Centre for Policy 
Research (Delhi)

5. Mr Manpreet Badal (MB) – ex 
Finance Minister of Punjab and 
Chairman Punjab People’s Party

6. Mr Mohan Das Pai (MDP) – Ex 
CFO of Infosys and Chairman 
Manipal Education

7. Mr Suresh Prabhu (participated 
remotely) – ex Central Minister 
of Power/Environment

8. Mr Chandrashekhar Prabhu 
(CP) – Urban Planner and ex-
Chairman MHADA and

9. Dr Prakash Hebalkar (PH) – 
Software Export Pioneer, Public 
Policy Adviser and  President 

ProfiTech.

Mohan Das Pai was keen to 
draw especial attention to 
a prototypical problem that 
integrates all of the concerns 
expressed above in terms of 
the population bulge and the 
need for jobs for the growing 
number of youth, the fact that 
15% of the economy growing at 

between 2% and 4% per annum 
was the agricultural and rural 
economy where 60+% of the 
population was found and that 
manufacturing and labour-
intensive activities were  badly 
needed to generate these 
jobs, that both manufacturing 
of technologically 
unsophisticated products 
currently imported were places 
to seek these opportunities 
as were the services sectors 
of logistics and tourism, and 
finally  that these jobs would per 
force imply migration to urban 
areas whether planned or not. 
This clearly calls for a single 
Grand Projét, to use a French 
term, namely the movement 
of 50% of our population off 
the farms to jobs in these other 
areas growing at 
10% or thereabouts 
most likely in urban 
settings, almost 
certainly in new 
cities in addition to 
expanded versions of 
the current cities.

The report concludes 
with several concrete 
projects proposed to 
solidify the gains from 
the proposed reforms 
and to enable them to 
have maximum effect.  
We hope we had some 
modest success in such 
a grand endeavour! 
Finally, one must 

emphasize the importance of 
execution to bring  strategy 
into reality. A couplet from the 
poet Iqbal cited by Manpreet 
Badal at the summing up of 
the workshop sums up the 
importance of execution for all 
these recommendations:

Husne tadbirse jaag uthata hai 
kaumka naseeb,

Kabhi badaltee nahin taqdeer 
armanonse!

(Translation: Good planning changes 

the fortunes of communities, mere 

wishes and aspirations do not change 

the future)

pages : 86 ; price : Rs.  500/- (Gally binding) 
for full report pl. contact : DGM, MEDC
Tel; : 22842206/09 cell : 9819875631

email : sureshg@medcindia.com
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Summary Proceeding on Fourth National Conference on 

MSME – Clusters as Engine of MSME Growth
20th November 2013, 

Manek Sabhagraha, IES Campus, Bandra Raclamation, Mumbai.

Ma h a r a s h t r a 
E c o n o m i c 
D e v e l o p m e n t 

Council in association with 
Govt. of Maharashtra and 
Indian Education Society 
had organized 4th National 
Conference on Micro, Small 
and Medium Enterprises 
(MSMEs) – “Clusters as Engine 
of MSME growth” ” on 20th 
November 2013 at IES’s Manik 
Sabhagraha, Opp. Lilawati 
Hospital, Bandra (West). 

This conference of November 
2013 focused on “Clusters as 
Engine of MSME Growth”. 
It had significant presence of 
Government of Maharashtra 
and also comprised experience-

sharing of Successful Clusters 
operating in Maharashtra.

The conference commenced 
by lighting of the lamp by 
Mr. Rajiv gupte, Director, Mr. 
Arvind Vaidya, Chairman, IES;  
MSME Development Institute; 
Mrs. Meenal Mohadikar, Vice 

President, MEDC; Cdr. Dipak 
Naik, President, MEDC; Mr 
Ram Bhogale, Chairman, 
Auto Cluster & President, 
Maharashtra Chamber of 
Commerce, Industry & 
Agriculture (MACCIA).

 Cdr. Dipak Naik gave welcome 
speech where he stated 
brief description and some 
achievements about the session 
speakers. 

Mr. Bhushan Gagrani, IAS, 
CEO, MIDC in his special 
address said that the MSMEs 
been the backbone of entire 
industrialization is not 
developing at a pace at which 
it should develop. Cluster 
development is a very good 
remedy to address the issue of 

President MEDC, Cdr. Dipak Naik delivering the welcome speech others from L to R Mr. Ram 
Bhogale, President MACCIA, Mr. Manohar Lotlikar, Vice President & CEO, Mr. Arvind Vaidya 
, President, IES, Mr. Rajiv Gupte , Director , MSME Development Institute, Mumba, GoIi, Mrs. 
Meenal Mohadikar, Vice President, MEDC, Mr. Shriram Dandekar, Jt.MD, Kukuyo Camlin & 
MEDC Regional Director-MMR and Mr. Satish Lotlikar, Chairma, IES-MCRC

Mr. Bhushan Gagarani , CEO, MIDC, delivering the Special Address others from L to R Mr. 
Chandrashekhar Prabhu, Chief Advisor, MEDC, Mr. Abhishek Suryavasnhi, Industrial Development 
Officer, Indian Bank, Mr. Saket Bhansali, AVP, MCX Stock Exchange, Ms. Sushma Kanetkar, 
Representative, Pennsylvania State and Mr. Praddep Joshi, MD & President, Green Circle
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lagging behind in small scale 
industries. The productivity 
of small scale industries in 
Maharashtra is not one of the 
top in the country but it must be 
3rd or 4th. The numbers of SSI 
units are also not the highest 
in the country. So whatever 
big industries are coming in 
Maharashtra is not necessarily 
adequately supported by the 
SSI infrastructure. How to 
strengthen and provide this 
kind of small scale facilities 
is a major challenge before 
MSMEs. The new industrial 
policy 2013 is in operation 
now, is providing benefit and 
incentives to Small scale sector. 
The provision of incentives 
in terms of input taxes which 
was not available for small 
scale sector earlier is also been 
introduced. Still Maharashtra 
is not been able to form and 
develop as many clusters 
as Tamilnadu and Andhra 
Pradesh have. If the cluster 

developers come together and 
develop the industrial clusters, 
even Government and MIDC 
can consider of enhancing 
subsidies and packages but 
there has to be the beginning.

Special address was given 
by Mr Rajiv Gupte, MSME 
Development Institute (MSME-

DI), where he said that MSMEs 
face numerous challenges and 
what all efforts have been 
made by the government. He 
gave some real life examples of 
entrepreneurs according to his 
experiences. He said that there 
should be cluster approach to 
start any new MSME business. 
They conduct number of 
national and state level vendor 
development programmes 
where MSMEs are introduced 
with large scale buyers and 
they make sure that business 
exchange takes place. One such 
programme was conducted in 
Uttar Pradesh, where BMW 
enterprise required number of 
parts from MSMEs. 90% parts 
are procured from MSME units 
by large scale buyers. All the 
schemes they are trying to 
implement are for clusters, so 
that they get entrepreneurs of 
similar interest and product of 

similar quality. They interact 
with new people and try to get 
new ideas and these new ideas 
are always examined from 
practical point of view.

Mr Ram Bhogale, Chairman 
of Auto Cluster, in his speech 
said that if we take a brief 
view, clusters is not a new 

idea; clusters were even 
present before the government 
included in its policy. There 
are textile clusters in Tirupur, 
developed without the help 
of government; Power- looms 
clusters in Ichankaranji and 
Bhiwandi developed without 
much government intervention; 
Auto component clusters in 
Pune and Aurangabad. Various 
clusters were developing in the 
country without the help of the 
government and the reasons for 
their development were trained 
manpower, market information, 
and raw material availability. 
Most of the clusters we had in 
our country used traditional 
technology and methods 
because investment in new 
technology was not possible 
for a single unit in clusters. 
There were no collective efforts 
to develop new technology. 
The Government policies for 

Mr. Ram Bhogale, Chairman Auto Cluster & President , MACCIA addressing the audience in 
the Business Session on : Cluster Development - The Road Ahead .  others from L to R Mr. 
C.V. Saraf, Dy. Director, MSME Development Institute, Mumbai Mr. Amit Kumar, MSME Umbrella 
Cluster, Deutsche Gesellschaft fur, Mr. Dipak Hogade, Ilchalkaranji Cluster, Mrs. Lalita Bora, 
Chairman of  Food Cluster, Pune .
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developing these new clusters 
has now helped many of 
these units comes together for 
adopting what is relevant and 
new in these times.

Mr. C V Saraf, gave some 
briefing about the various 
activities and schemes by 
MSME-DI, which will be very 
useful for existing and new 
entrepreneurs.  

Mr. Amit Kumar from a 
Germany owned enterprise- 
Deutsche Gesellschaft Fur, a 
SME development business 
from last 18 years working all 
over India with 35 associations 
providing Training, 
handholding, consulting and 
developing programme with 
good results.  He briefed 
about his enterprise and he 
said that they design the 
policy schemes in consultation 
with the industry.  With the 
industry association point 
which becomes a sole model, 
capacity building of industry 
association more at a cluster 
development becomes a key 
priority for them. Also, they 
play a very instrumental role 
in trying to access funds from 
government meant for MSME 
development. 

Mr. Bandopant Lad, who is 
from Lad group of textile 
(Ichalkaranji Textile cluster), 

gave some of the information 
on the success and experience 
of their MSME business and 
also gave some idea on how 
they started and succeeded in 
their business.

Mr Deepak Hogade, a 
proprietor from Beepoday 
Textiles (Garment cluster) was 

encouraged to start the dhoti 
business. He succeeded in his 
business after much difficulty 
especially related to procuring 
finance from banks. 

Mrs. Lalita Bora from Food 
cluster started a business from 
neglected food (bora). Once time 
in pune they were not permitted 
to start food cluster, so she 
did Diagnostic Study Report 
and gave it to the government 
and finally it took more than 
a year to get permission from 
the government. She formed 
a group of 26 women’s to 
register a company as a private 
company. 

In the next business session 
2, Mr Abhishek Suryavanshi, 
Industrial Development 
Officer, Indian Bank which is 
a specialized bank for MSME 
segment providing assistance 
to MSMEs units. They focus 

on Kolhapur segment clusters 
e.g. Textile and Powerloom 
clusters. They provide financing 
schemes to this sector, as it’s a 
developed sector.

Mr Rohit Bhujbal, General 
Manager, Greater Bank, in his 
speech said that they provide 
various financing schemes 

to MSME sector especially 
technology financing. 

Mr. Saket Bhansali, Asst. Vice-
President, MCX Stock Exchange 
in his presentation said that the 
SME exchange is a new avenue 
to raise finance. This is a best 
medium to raise finance apart 
from financing from Banks, 

Government funding etc. He 

also said that they started 

creating awareness among 

MSME entrepreneurs and they 

would also like to take cluster 

based approach. 

Mr Pradeep Joshi, Managing 

Director & President, Green 

Circle in his speech gave some 

briefing on green technology, 

how a small business produces 

final product from waste 

product and this is been 

developed by many small 

scale companies. He also said 

companies should take up this 

Mr. Abhishek Suryavasnhi, Industrial Development Officer, Indian Bank addressing the conference 
on ‘Finance for MSME’.  Others from L to R : Mr. Chandrashekhar Prabhu, Chief Advisor, MEDC, 
Mr. Bhushan Gagarani , CEO, MIDC, Mr. Saket Bhansali, AVP, MCX Stock Exchange, Ms. 
Sushma Kanetkar, Representative, Pennsylvania State and Mr. Praddep Joshi, MD & President, 
Green Circle
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kind of business by developing 

final product from waste. 

Ms. Sushma Kanetkar,  

Representing Pennsylvania 

State,  in her speech said that  how 

SMEs can become competitive 

by looking beyond domestic 

market. MSMEs should look at 

international market especially 

in food processing sector as 

Pennsylvania State is a food 

processing sector market. 

In the third business session, 3 
case studies and presentations 
were taken up, which were 
prepared by Management 
students. Excellent presentations 
were presented by them 
on Wafer making cluster, 
Floriculture cluster and Cheese 
clusters which was followed by 
question answer session. 

Lastly in valedictory session, 
Mr. P. S. Agwan, VP, Chamber 
of Small Industry Association, 
in his speech, said that there 

The Winners of the Paper presentation contest being awarded by Mr. Satish Lotlikar, Vice 
Chairman, IES and Cdr. Dipak Naik, President, MEDC

Valedictory Session of the MSME Conference on the Dias from L to R Mrs. Meenal Mohadikar, 
Vice President, MEDC, Mr. Satish Lotlikar, Vice Chairman, IES, Cdr. Dipak Naik, President MEDC, 
Mr. P.S. Agwan, Vice President, COSIA, Mr. Dilip Bhatkar, MEDC Regional Director - Konkan, , 
Mr. Shriram Dandekar, MEDC Regional Director - MMR.

Audience at the MSME Conference on Clusters as Engine of MSME Growth

should be awareness to 
entrepreneurs, beneficiaries 
to successfully develop the 
programme. Involvement is 
necessary for beneficiaries 

and financial participation 
and education about the 
whole programme i.e. capacity 
building is necessary.

Mr Shriram Dandekar in his 
concluding remarks gave some 
of the brief description about 
the speech and presentations of 
the speakers given during the 
whole day sessions. 

The conference was well 
attended by over 300 
Industrialist, Policy makers, 
Bankers, Students, Government 
officials & representatives of 
Press Media. 
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Summary Proceeding on  Agrovision 2013 
24-27 January, 2013, Nagpur

Agrovision 2013 - a four day 
summit on Agriculture and 
allied sectors was officially 
inaugurated at the hands of 
Dr. Agnes Kalibata, Hon’ble 
Agriculture Minister of Rwanda 
in an impressive function presided 
over by Shri. Nitin Gadkari, Chief 
Patron of Agrovision at Nagpur 
on 24 January 2013. The gathering 
was addressed by eminent 
agriculturists and other dignitaries, 
like H. E. Williams Nkurunziza, 
High Commissioner of Rwanda to 
India; Shri Chandrashekhar Sahu, 
Minister of Agriculture, Govt. of 
Chhattisgarh; Shri Vijay Darda, 
MP, Chairman, Lokmat Group; 
Shri Ranjit Deshmukh, Ex. Agri 
Minister, Govt. of Maharashtra; 
Shri Subhash Deshmukh, 
President, Lok Mangal Group; 
Shri M. K. Anna Patil, Ex. Minister 
of State for Rural Development, 
GOI; Shri Banwarilal Purohit, 
Former MP; Dr. Raviprakash Dani, 
Vice Chancellor of PKDV; Prof 
A K Mishra, VC, MAFSU; Shri. 
Devendra Fadnavis, Maharashtra, 
BJP President & MLA; Mr. Ravi 
Boratkar, Organising Secretary, 

Agrovision & Jt. MD, MM Activ, 
Shri Girish Gandhi, Convener, 
Agrovision,  Shri Ramesh Mankar, 
and other honorable members of 
the committee.

Dr. Kalibata in her inaugural 
address brought out the parallels 
between the agriculture in 
Vidarbha and Rwanda. She was 
impressed with various activities 
and initiatives being undertaken 
by Agrovision and felt the need to 
have similar activity in Rwanda. 
The minister stressed upon the 
need of investment in various 
agro related sectors like seeds, 
fertilizers, IT and processing in 
Rwanda.

The Chief Patron, Shri Nitin 
Gadkari emphasized the 
importance of Agrovision as a 
meaningful event which provides 
an excellent opportunity to the 
farmers to come under one roof and 
find new avenues, practices, latest 
technologies, new research methods 
etc. in the field of agriculture. This 
regions offers huge potential and 
with proper support and guidance 
to the farmers, farming can be an 

attractive and profitable business. 
He re-iterated that Agrovision is 
committed to the development of 
the farmers of the region.

This year Shri Sharad Pawar, 
Hon’ble Minister of Agriculture 
and Food processing industries, 
Government of India visited 
Agrovision and praised the 
initiative. He was impressed 
to see the stature of the event 
which had a huge exhibition and 
such interesting workshops for 
farmers.

Free Workshops for Farmers

Free workshops organized for the 
farmers are the special feature 
of Agrovision that differentiates 
it from rest of the agri-events 
in the country. Interactive 
workshops were held from a 
wide range of topics in the field 
of agriculture and allied sectors. 
Experts from agri universities, 
NGOs, agriculture departments, 
Govt. and private organizations, 
renowned experts conducted 
these workshops.  Success stories 
shared by the farmers proved 
to be very encouraging for the 




