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Andhra Pradesh has used the LPS to get 

land for Amravati, its new Capital City. Such 

LPS are also a common feature in countries 

like Japan and Germany.

4. Types of Value Capture 
4.1. Various methods of Value Capture have 

been used by the States which are listed 

at Annexure 1. Some of the tools like 

Betterment levy, Development charges 

have been extensively used across States 

whereas some tools like TDRs and VLT have 

been used less frequently. Value capture  

methods can be used in an area or can 

be specific to a project. Area-based value 

capture attempts to capture the basic 

appreciation of the value of the area as 

a result of infrastructure development, 

while project-based value captures the 

appreciation of land and building values in 

the area of influence of the project. The area 

of influence determines the geographic 

extent of immediate positive impact of 

project investments. Table 1 gives the 

different VCF methods that can be applied 

to the two types of interventions. 

4.2. Area-based application of Value Capture is 

best suited for urban areas. The area could 

be a locality, city or a larger planning area. 

On the other hand, project-based value 

capture can be used for projects being 

implemented by Ministries/Departments/

Agencies of the Government of India. Some 

examples are given below. 

• Ministry of Railways for high-speed 

rail projects and expansion of railway 

network through SPVs. 

• Ministry of Road Transport and Highways 

for the phased implementation of the 

Indian National Expressway Network. 

• Department of Industrial Policy and 

Promotion for setting up of Special 

Economic Zones (SEZs) and industrial 

corridors such as the Delhi Mumbai 

Industrial Corridor (DMIC). 

• Ministry of Power for setting up power 

generation plants. 

• Ministry of Shipping for projects 

requiring significant land resources such 

as cargo terminals, constructions of ferry 

and cruise terminals, and establishment 

of free trade zones. 

4.3. Recently, the Government of Karnataka 

decided to create a dedicated fund for 

investment in mass transit systems by using 

VCF methods, such as premium FSI, levying 

fees for change of land use in vicinity of 

project etc. Specifically, provisions have 

been made for levying a betterment tax 

equal to one-third of the increase in value 

of the land. Similarly, the Government of 

Maharashtra is also levying 1% surcharge 

on the Stamp Duty to fund vital important 

Urban Transport Projects related to MRTS 

such as Metro Rail, Mono Rail, and Bus 

Rapid Transport System, Freeway, Sea-link, 

etc.

5. Way Forward
5.1. The Policy Framework provides a generic 

pathway to capture a part of the increased 

value by investment made by Central/State 

Governments and their agencies and the 

ULBs. The components of the Framework 

are different for Area-based and Project-

based interventions. The types and mix of 

VCF methods which can be applied to an 

area or project will depend on the State 

environment and local context.

5.2. Framework for application of VCF methods 
to Projects

 The VCF policy framework aims to 

encourage and enable States/ULBs and 

Central Government Ministries and their 

agencies to use appropriate VCF methods 

for generating resources from new and 

existing infrastructure projects in both urban 

and non-urban areas.

5.2.1. Project initiation- At the time of initiation 
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