
Chapter 4 

4.0 LARR 2013 and Land Acquisition conflicts in India 

4.1 Context of LARR 2013 Introduction 

-

-



-

 

Land remained one of the major worries in the faster economic growth of India. In 2015-

16 nearly 2.5lakh crores of investment was stalled (Vyas, 2016). Cost and time push 

(through consent clause of the Act and SIA) became the new issue from LARR 2013 

slowing down investment. Finance Minister Mr Arun Jaitley in his Face book posting had 

commented erest. A highly 

complicated process of acquisition which renders it difficult or almost impossible to 

process of acquisition of the Act. LARR 2013 was taken up for amendment before it was 

even one year old.  On 31st December 2014 the Act was amended through an Ordinance. 

In March 2015 the Ordinance was replaced with a Bill- 

and Transparency in Land Acquisition, Rehabilitation and Resettlement (Second 

not passed by the Indian Parliament. 

4.2 Land Acquisition Amendment Bill, 2015 

The amendment is to cut short the delays in the process of acquisition due to SIA or 

Consent clauses in certain sectors of investments and to widen the scope of the benefit of 

exclusion to a larger segment of investment destinations.  However, the land acquisition 

process had often been time consuming in the past and the delay was not due to SIA or 

Consent clauses. It was rather because of the absence of the contextual definitions of 

certain fundamentals of the Act in the LAA1894 Act. To clear the ambiguities judicial 

interventions were necessary. Judicial interpretations being case specific the resolution 

could not be achieved to move out of the conflict helix. 



 

 

derived from the average of actual sale price in the near vicinity 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 any land in the 

locality and the same is true for 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 by their 

he negotiated prices are not always the true 

market value. And when it comes to comparable land sales with similar attributes the 

reliability drops further because of both account. Thus 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. LARR 2013 has tried to address the 

serious weakness of the straight average by increasing the compensation amount using 

solatium and changing the computation of average 

average sale price one-half of the total number of sale deeds or the agreements to sell in 

Explanation 2). This ignores the natural process of land valuations where land value 

changes with attributes. This brings discontent among the evictees, since they cannot 



relate the compensation with their lands vis-à-vis others. Average compensation rate may 

be higher, but a person who owns lands which has a higher value feels cheated. LARR 

2013 fails to bridge the gap. Solatium is used to make the compensation higher than the 

fair market values but it cannot take care of individual variations. Since one size does not 

fit all, an ad hoc solatium without appropriate adjustments for attributes which are land 

 

- 

comparable land sold in the preceding 3 years but does not clarify whether it should be a 

added more ambiguity by introducing a sliding scale for agricultural land valuation. The 

scale uses distance from the urban centers as a basis for variation and it varies from 1 to 

2. This is to be applied on the average market price of the comparable lands as multiplier 

(Section 30(2), The First schedule, LARR 2013). The Act has left the decision of 

designing the sliding scale to the state governments without providing any basis for 

designing the scale (from the distance) which can be used by the states to act consistently. 

In absence of clarity, this has often led to litigations. In one of such litigations judiciary 

tried to add clarification when it had 

considered for providing higher multiplier factor even up to two for lands situated in rural 

area sought to be acquired for the project is dependence of the people on such land for 

their survival and livelihood, coupled with low market price of such remotely located 

(Panjabrao Ganpatrao Borade vs The 

State Of Maharashtra And ... on 9 March, 2015, 2015). The clarification has left more 

unanswered questions than it had answered. The concept of distance from the urban 

centers is based on the gravitational pull of the urban centers. The pull is dependent on 

two factors- size of the urban center and the distance of the land from the urban centers. 

In a given geographical boundary there may be more than one urban center. Their sizes 

may vary, so also their affluence level and their growth in prosperity. All these have 

direct impact on urbanization of the adjoining rural lands and consequent increase in the 



agriculture land price. How much is their impact requires detailed mapping. In absence of 

this, sliding scale can become an often disputable area and subjected to manipulation 

based on arm twisting power of the beneficiaries.  Making a continuous scale is virtually 

impossible. In the middle of the above inadequacies of the new Act and its pending 

Amendment Bill there are many discontents, 

L

market price in the first round may have to be quadrupled again if there is a second round 

of land acquisition in the same area. It is hard to imagine how any land market can 

 (Chakravorty, The Price of Land (page 193), 2013). 

Such problems are unavoidable as India is trying to use market based solution when her 

agricultural land markets are predominantly informal (Wallace, 2010). Merril has also 

mentioned about the difficulty in ascertaining in a thin market 

(Merril, Incomplete Compensation for Takings, 2002)

World Bank and ADB. Their recommendation is to compensate, based acement 

. But there 

need. India with LARR 2013 has opted for a quick fix solution through overpayment to 

landowners to avoid resistance and reach deals quickly. With compensation becoming 2 

to 4 times the market value, the cost of land in India has become one of the costliest in 

the world (Chakravorty, The Price of Land (chapter 9), 2013) raising the opportunity cost 

for the investors and affecting investment. 

  



Gap in LARR 2013 is summarized below. 

 
 

4.3 LARR 2013 fails to meet the Expectation 

-

 

 

Maharashtra government pleaded for exemption from LARR Act, when Chief Minister 

Devendra Fadnavis requested the Central Government to exempt the state from the scope 

of the LARR2103. (Mumbai, 07-01-2015). 

 



 

 

 

4.4 Land Acquisition affecting Business 
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4.5 The War continues 

LARR 2013 has not been able to reduce the land acquisition hurdles, especially in more 

rural areas. In reality the new compensation policy has some sobering effect in the peri-

urban areas where the average market price for computation of compensation is close to 

gain by the owners. The same is not true in most of the major projects which are held up 

for land for nearly a decade, since large land requirements are primarily in rural areas and 

not limited in peri-urban areas. New disputes are coming up. Some of them are shown 

below. 

 



Figures 4.3:  Protest site in Chiru Barwadih Village, Hazaribagh, Jharkhand State 
of India 
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 a significant 

fraction of land-owners were under-compensated owing to misclassification of their plots 

as sali rather than sona in the official records, besides inability of the latter to incorporate 

other sources of plot heterogeneity. 

Maitreesh Ghatak et al, in May 25 2013, Vol. XLV III NO. 21 EPW, Economic & 

Political Weekly has said in Land Acquisition and Compensation- What really 

happened in Singur ? Owners with under-compensated types of plot were significantly 



more likely to reject the compensation offer. An obvious implication for future land 

acquisition policy is the need to base compensation on better measures of land values 

 

Land Acquisition and Compensation- What really happened in Singur ? by 

Maitreesh Ghatak et al,  May 25 2013, Vol. XLV III NO. 21 EPW, Economic & Political 

Weekly 

 

4.6 Business Problem 

 

 


