
Chapter 1 

1.0 Introduction 

 

In the power and property matrix, land is the most important possession of man - since its 

holding can influence both economic and political power. Whenever there is any threat of 

In the early societies ownership of land was losing the ownership of land, conflict ensues. 

mostly with the clans or with the communal groups. This made the early conflicts on land 

primarily of communal nature. In some of the societies there were conflicts even between 

the individual and the family on the ownership of land and to resolve such conflicts states 

had to make laws to define the relationship between them (Johns C. H., 2009)

Arthasastra (in India) lays down rules for resolution of conflicts between villages on 

boundary disputes over fields where elders of the two villages would mediate (Kautilya's 

Arthasastra: Book III, "Concerning Law", Collected on 10/03/2009). Over time state-

societies stabilized. King became the lord paramount. He held the ultimate title to the 

land he ruled. To suit his needs and fancies he parceled the land to his vassals and their 

dependents and made rules for its perpetuity. The concept of individual ownership of land 

set in.  New laws were made to define the relationship between the state and the owner. 

With time the land use and its social value have changed. But its mesmerizing attraction 

the story a man who in his lust for land, runs for more and more and finally ends up in a 

rld that lasts. This is the only thing worth working 

for, worth fighting for -  (Mitchell, 1936).  

 

Land has been the biggest single source of conflicts among humans, even though it is not 

a product created by him, rather a produce of geologic and geomorphic processes. Land 

being the primary producer of food and one of the most important assets, the principles of 

ownership and usufruct rights has drawn attention of thinkers in all ages. Manu in India 



or Aristotle in early Greek civilization documented rules on ownership and management 

of land. In the Egyptian and Sumerian history or the Inka civilization, land related 

principles abound. However, the guidelines differ. 

The situation today, however, is no different. However, there is a broad unanimity 

in following the policies and processes related to land acquisition. The guidelines of the 

legal treatise of De Jure Belli et Pacis, written by the Dutch jurist Hugo Grotius in 1625, 

used the term dominium eminens (Latin for supreme lordship). This is being followed not 

only by USA, UK and others with free economies but also by the single party ruled 

countries like China or Vietnam. He has upheld the authority of the State to infringe upon 

the property of subjects on all occasions, where ever the public good was involved. This 

authority was subject to the following two conditions: 

Expropriation was for public purpose and fair compensation was paid without 

delay for such loss. 

In theory, this is supposed to put the owner in the same position "pecuniary"            

before and after the acquisition. But in practice this is subjected to varying 

interpretations. In spite of the differences there is a near unanimity among the states in 

the amount of compensation to be paid. The guiding principle is it should be 

fair to the public as well as to the property owner  (Searl v.School Distric No. 2 of Lake 

County, 1890). Without an appropriate computational basis of meeting both the 

objectives, determination of what should be a just compensation remained unresolved. 

Subjectivity in determining the amount of compensation paid is unavoidable since it is 

. Absence of any well-defined 

paying compensation, has made it often a political decision rather than rational. The 

amount varies depending on the bargaining power of the evictee. Study conducted in 

New York State between 1990-2002 in 89 condemnation award, had revealed that nearly 

half of the owners were paid either 150% and  above or 50% and below the fair market 

value even though the average compensation was paid very fair (101%). Over and under 

payments had clear correlation with the value of the property 



capability to fight the quantum decision (Chang Y.-C. , 2008). In a similar study in 

-valued properties receive less than market value and 

high- (Munch, 1976). States have been 

trying to overcome this shortcoming through solatium. Since one size does not fit all, an 

ment 

affected people in a humane fashion. The underpaid people are mostly from the weaker 

section of the society. In India around 50 million people have been displaced due to 

development projects in over 50 years (after independence) without proper compensation 

(Lok Sabha Secretariat, 2013 -December). Expert panel set up by Planning Commission 

of India had identified displacement of 2.4 lakhs tribal people who were not rehabilitated 

as one of the important issues for extremism (read Maoist) in India (The Hindu, 2010). 

die rather than sell  something must be seriously wrong with the price of land 

acquisition-  (Chakravorty, The Price of Land- Overview, 2013).  

 

differentiate the agricultural land market which is thin compared to the western 

developed countries where the agricultural land markets are active. This also ignores the 

fact that land is typically not a fungible commodity here. The price is generally 

influenced in a pre and post-acquisition scenario. Its price varies for the purpose it is 

used. This makes simple averaging not logical in the Indian context. Any value computed 

using simple average he market determined price of the 

acquired land. Broad guideline of World Bank is to ensure that the land givers are not 

pecuniary loser in the expropriation process when land is taken from them for 

development projects. The objective is to make the development cost not passed on to a 

particular section of the society disproportionately. This demands the compensation 

amount should be adequate to provide the land owner an opportunity to buy a 

replacement land to continue his livelihood. This is far from true, especially when the 



compensation is paid based on  the average of past sale prices since development projects 

pulls the price of adjacent lands. 

 

 India is one of the most densely populated countries in the world. On the other hand, of 

the 1.21 billion people of India nearly 70% live in villages and depend directly or 

indirectly on agriculture for livelihood.  Due to her predominantly caste based social 

structure and a colonial past of 200years, the land holding in India has become highly 

skewed.  All India Report on Agriculture Census 1991-2000, in 1995-96 reveals that as 

 

confirming high fragmentation. This has resulted in smaller plot divisions. Quality and 

locational attributes vary among the plots and so also the price. In absence of active land 

markets, information related to land prices are generally scanty and it is more so for 

agricultural lands. For the compensation purpose, in LARR 2013 fair market value is 

derived from the average sale price during the previous 3 years. It assumes all lands in 

near location command the similar premiums or sufficiently close to permit averaging 

and their average represents the market value of the acquired land. But the land value 

varies based on their qualitative and quantitative attributes and with smaller plots this is 

more so. Further in a thin land market, number of recorded sales is normally not many. 

And when it comes to comparable land sales with similar attributes it is even fewer. 

Simple average of the local sales data without making suitable adjustments in their price 

figures for the varying attributes, cannot meet the accuracy demand of a fair estimate. 

Solatium is used to pay the compensation more than the fair value estimate but it cannot 

take care of the variation between under and over valuations of individual land plots, 

which is common in a normal plot. Since one size does not fit all, an ad hoc solatium 

without appropriate adjustments for attributes which are land specific, cannot meet the 

(Craswell, 2003). 

 

 



The compensation decided by the acquiring authorities often fall short of rational basis. A 

study conducted between 2010-11 on litigation over compensation in the state of Punjab 

and Haryana and UT of Chandigarh revealed that there were significant increases in 

compensation by High Court over the LAC, as is given below. 

Table1.1: Increase in Compensation 

Percentage increase in the compensation by HC over LAC 
Cases Adjudicated in 2010                               

Number of Cases =862 
Cases adjudicated in 2011   Number of Case 

517 
Mean 265.6047 Mean  363.0225 

Standard Deviation 442.4263 Standard Deviation 1657.334 

Min 0 Min 0 
Max 8370 Max 36810.26 

The table sourced from (Singh, 2013) 

 

The mismatch between the LAC awarded compensation and the High Court award was 

on average higher by about 266% in 2010 and 363% in 2011. The standard deviation 

between the compensation and court award was as high as 1657.334 in 2011and 442.426 

in 2010, indicating huge variation in the LAC determined compensation rate and the 

(Singh, 2013).  

Further when land is acquired for infrastructure or industrialization, it opens up 

opportunity of non-agricultural use of the adjacent agricultural land for higher returns; 

price shoots up. This brings discontent among the evictees, who get compensation based 

on past use. Solatium  is aimed to take care of the gap, and the owner gets a share of the 

future value increase. But the land is valued by comparison. Uniform rate of solatium 

cannot bridge that. 
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1.3 Research Methodology  
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1.4 Chapter Scheme 





 

 


