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From the President’s Desk

The lean season is behind us and festival mood has just begun, 
bringing in its wake a spate of positive developments. There is an 
overall vote of confidence in the NDA government’s management of 

the economy so far, as seen from various opinion polls and media discussions. 
Indeed, the report card of its first hundred days of tenure has generally been 
well received. And this has been reinforced by encouraging GDP growth 
numbers for Q1 2014-15; moderation of inflation; narrowing down of current 
account deficit; gradual revival of investment outlook; and above all, surging 

SENSEX triggered largely by FIIs inflows. Not surprisingly, the most prominent international credit 
rating agency, namely, Standard and Poor’s, has very recently raised the outlook on India’s sovereign 
rating to stable from negative.

To cap it all are the bold diplomatic initiatives of our Prime Minister. His current visit to the USA is 
creating enormous positive vibes and complementary ethos between our two nations. By the time this 
Digest is published, we would come to know much more about the actual outcome of his visit. But 
on current reckoning, there is so much to look forward to. Also, witness his earlier triumphant visit to 
Japan, leading to a pledge of US$35 bn Japanese investment in India’s infrastructure and manufacturing 
sectors. This was followed by the Chinese President’s visit to India, which among other things, has 
brought in an investment commitment of about $20 billion to India over the next five years. 

It is imperative now for the government to take this process forward by fulfilling the promise of 
expeditious implementation of its economic reforms agenda. We, in business and industry, are expecting 
India’s manufacturing sector to take off soon. But this crucially depends on how quick the decision-
making processes as well as environmental and project clearances are going to be! We want to see more 
vigorous efforts of the government to push through GST related legislative changes and improvisation 
in the present Land Acquisition Act to facilitate industrial and infrastructural developments. 

At the same time, we also want the government to sort out quickly the current imbroglio about coal 
and power situation. [following the recent Supreme Court Order], This “burning issue” is cover story 
of this issue. All such efforts would not only go a long way in encouraging domestic investment, but in 
absorption of so much of promised foreign investment in the economy.  

From the perspective of the MSME sector, the real core of the MEDC constituency, we would like the 
government to strategize promptly several of the well-meaning proposals already set out in the last 
budget.  For example, creating conducive eco-system for venture capital for which it has been proposed 
to set up Rs.10,000 crore fund; establishment of technology centre network to promote innovation, 
entrepreneurship and agro-industry; and review  of definition of MSME for a higher capital ceiling.    

Our specific motivation for mentioning these issues relating to the MSME sector is that the MEDC 
recently organized its Fifth Annual Conference on “MSMEs – Gearing up to Global Competitiveness”. 
It was well attended and we can proudly proclaim that it was a great success. Among other things, it 
focussed on growth opportunity areas for this sector, especially by aligning with the growing needs 
of railways and indigenization of defence production. The emphasis was also on technology and 
innovation; vendor development and support; finance and funding of this sector. 

Yet another important event for the MEDC was the Conference on “New Townships in Pune Region”, 
which, among other things, highlighted the centrality of  better town-planning, transportation, mass 
rapid transit system, sewage system and environment-friendly solid waste disposal management to 
make Pune and Pimpri-Chinchwad area a better place to live, work for and to invest in. 

At the start of this month we will be holding our AGM which will also to elect our new office bearers. 
As I sign off this month, let me wish one and all “Au Revoir” and conclude by extending the Season’s 
Greetings and wishing you a very Happy Diwali ….. 
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The apex court of the land has pronounced its judgment 
and the verdict has declared 214 of the 218 allotments 
for the coal mines made between the year 1993 and 

2010 to be illegal and has cancelled all the illegal allotments 
made and coal block licenses given since the year 1993. 
This brings us to several issues. While the government has 
stated, both to the court as well as to the public in general, 
that it will implement the recommendations in the judgment 
of the apex court and call for fresh bids for all the mine sites, 
those who have incurred into substantial amount of expenditure on the mining 
sites allotted to them have raised several objections. 
While the apex court has also ruled that four of the mines will be permitted to 
continue work, others will have to stop all mining activities on the dates specified 
by the court; the aggrieved parties continue to protest, though in a subdued 
manner. 
The issue of the amounts already spent on the building of infrastructure by 
those who were allotted the coal mine sites; especially those, whose allotments 
have now been declared illegal, was argued before the Supreme Court and it 
obviously found no merits in them.
This brings us to the basic issues regarding the allotments. While we have 
experts who still believe that making allotments only to those who have the 
capacity to consume the coal mined by them is the correct way to go while there 
are other experts who believe that expertise in mining, which comes essentially 
from technical expertise including expertise in diverse subjects such as geology, 
metallurgy etc., and captive consumption of coal in various projects, by running 
such projects efficiently, are different subjects and they need not be mixed with 
one another. This school of thought believes that financial capability, expertise 
in mining and marketing of the produce would be adequate to prequalify the 
bidders and the highest bidder could be awarded the bid. 
There is another school which believes that under these circumstances mines 
will be cornered by those who would speculate and that genuine consumers 
would be deprived of the availability of the raw material at reasonable cost. They 
also fear that the outputs and the costs would be adversely affected as the 
class of miners will extract their pound of flesh from those who need the coal 
for captive consumption. This problem would be more acute in cases where the 
mined material is to be used for a public purpose such as production of electricity 
by public sector undertakings. 
The answer to this argument comes as an example of how the public sector 
undertakings have so far been accused of making allotments to specific 
companies out of turn and are hence accused of rent seeking and corruption. 
Having considered these arguments at length, would the government invite bids 
from any eligible company, or only from those who have the capacity to consume 
the coal mined and processed at their mines? 
It is not just the companies who have spent enormous sums of money on the 
coal mining projects that have many reasons to be worried. It is also the financial 
institutions which have funded the entire expenditure from the pre allotment 
stage, the allotment processes, the mining infrastructure, the actual mining, and 
the use of the material; and were awaiting the returns of their lending when 

Mr. Chandrashekhar Prabhu

Consulting Editor

The Coal Story 
Edit Page
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the Supreme Court struck down the 
allotments, which have reasons to 
be concerned. They surely know, 
that the money invested may not be 
repaid and the projects, or whatever 
would be left of them, after the 
judgment will have to be declared 
as NPAs and ultimately have to be 
written off as bad debts. 
The kind of exposure taken by the 
financial institutions, especially the 
ones in the public sector, will have 
its effect on the financial health of 
the institution. If public sector banks 
and other financial institutions which 
borrow money from the public sector 
financial institutions take a hit, the 
nation’s economy is bound to be 
affected. Those who stand to lose as 
a result of the judgment have made 
estimates of the losses which run 
into lakhs of crores of Rupees, while 
others have disputed such claims and 
stated that they were exaggerated. 
The question is not whether we should 
go into the issue of claims and also 
into whose claims are credible, but 
whether the new system of tendering 
would indeed cover the losses and 
benefit the economy in general and 
the citizens in particular.
Coal has always been in news albeit 
for the wrong reasons. A lot has been 
said and recorded on how mafia 
gangs operate and thrive in the coal 
belt and how these mafia gangs and 
their operators are powerful and how 
the mafia determines the political 
future of those at the helm and also 
the citizens. The political influence of 
the mafia has also been spoken about 
and recorded at length. The issue 
therefore is:- whether the judgment 
of the apex court will embolden the 
powers that be to take bold decisions 
or will the pressure from the vested 
interests result in a new policy which 
may be subject to further challenges 
in the courts?    
The quality of coal available in the 
Indian mines and its effectiveness 
in the production of energy is also a 
subject which has been discussed. 

Indian industrialists have invested in 
coal mines in Indonesia, Australia and 
also several other countries. They 
are producing coal in other countries 
and bringing such coal to India. It is 
generally accepted that the quality of 
coal in the mines in different parts of 
the world is much superior to the coal 
mined in India. Taking advantage of 
this some companies were actually 
involved in the business of swapping 
the imported coal with Indian coal. 
It was said that there are some 
manufacturing activities in different 
parts of the world which prefer the 
low quality coal available in Indian 
mines. But the processes involved 
in the securing of licenses and other 
permissions for exporting Indian 
coal were so cumbersome that 
those who had the permission for 
captive consumption would import 
coal, and exchange it at the port 
with the Indian coal. The ship would 
move further with the cargo of Indian 
coal, and the imported coal would 
be made available to the Indian 
power companies who agreed to 
pay the price. The authorities, when 
questioned on these transactions and 
dealings, either deny that such things 
happen, or chose to be tightlipped 
about such deals.
We also know about the story of a 
prominent businessman who owns a 
port, and also has substantial interests 
in the power generating sector. 
There is a whole lot of coal imported 
by other companies and the landing 
and other logistical arrangements are 
from the port owned by him. He has 
been persuading the government 
for some time now, to permit him 
to use the imported coal which has 
been imported by other parties, and 
which lies in transit in his port. He 
has offered that the coal which is due 
to him comes from Indian mines and 
can be used by the power producing 
companies which have imported the 
coal but are located in close proximity 
to the Indian coal mines. He has also 
offered to pay the difference in the 

costs to the importer and enter into 
a contract by mutual consent which 
is beneficial to both of them. The 
government had earlier not taken a 
decision on his request. With the new 
government in place, he hopes to get 
his request accepted and feels that 
such deals will now be regularized on 
an ongoing basis.
We also have talks of newer 
technologies which would not require 
us to mine coal and yet get the 
necessary energy from the mines.
The coal bed methane processes 
as well as other processes which 
are now being followed in the USA 
and other developed countries are 
options which, if considered would 
change the entire complexion of 
coal mining. Whether we should 
seriously pursue the slow firing based 
technologies or not is a subject which 
can be debated and a considered 
decision be taken. All these issues 
can be taken into consideration when 
the new tendering system is put in 
place.
What should be the prime 
considerations which will govern the 
making of the new policy? Highest 
price quoted in the most transparent 
process of tendering?
Best technology which will permit 
optimum returns?
Should optimum use of the resources 
for the production of energy 
be given more weight? Should 
permitting of Indian coal for other 
uses be considered an important 
consideration?....
We can go on and on with questions. 
The answers have to be given soon. 
Public interest, be it in the form of 
affordable energy or in the form 
of control over inflation cannot be 
ignored altogether. Let us hope we 
have a policy which meets the hopes 
and aspiration of the people ASAP. 

chandrashekharp@hotmail.com 
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Shreekant Sambarani
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Power to the People

I am no technical expert on power 
generation or coal mining.  But 
as a student of development, I 

do have views on the crucial role 
of energy.  Therefore, it is best 
that I present them through a non-
technical narrative.
The well-known economist Bibek 
Debroy said in a recent article 
that he and Laveesh Bhandari 
had concluded on the basis of 
Nasa pictures of India at night 
that “There was a very visible 
correlation between darkness and 
states known to be backward and 
illumination and states known to 
be more advanced” (“Let there be 
light,” The Economic Times, July 
25, 2014).
I, too, have long nursed the 
hypothesis that villages being 
lit at night is a good indicator of 
development, based on subjective 
and anecdotal evidence.  In 
1969, my wife and I took a flight 
from Delhi to Nagpur, where my 
parents were at that time.  This 
was the night airmail flight run by 
Indian Airlines.  Planes (sturdy 
old Dakotas) from four metros 
converged in Nagpur between 1 
AM and 2 AM, exchanged postal 
bags and returned to where they 
started from.  The few available 
passenger seats were sold cheap.   
I had never seen India from the sky 
at night and was stunned by the 
ocean of darkness in the BIMARU 
territory below.  
Two years later, on my return to 

India, I travelled by Gujarat Mail 
from what was then Bombay to 
Ahmedabad to take up my job at 
Indian Institute of Management 
(IIMA).  The famous train then 
as now completed the journey 
overnight in either direction.  I 
was awake all night due to jet lag, 
and was amazed to find villages 
along the line boasting of at least 
a few tube lights.  That was in 
stark contrast to the sight I had 
seen two years earlier, which even 
then highlighted the difference in 
development between central India 
and coastal Gujarat.  I wrote to my 
PhD guide at Cornell about it with a 
sense of excitement.  The wise man 
that he was, he cautioned me about 
not jumping to conclusions.  More 
than four decades later, I vividly 
recall my early baptism by light into 
India’s development story.
Cut to 1985.  The same journey, 
but up to Baroda, in the evening 
by Rajdhani Express.  I shared a 
compartment with Mr Hari Pargal, 
a former colleague of my father-in-
law at erstwhile Imperial Chemical 
Industries, who was then a senior 
manager with Engineers India.  He 
had also spent some time in the 
Gulf on various assignments.  I 
was quite excited about the work 
I had just completed on footloose 
steel plants based on direct 
reduction.  This technology used 
scrap iron as raw material and 
natural gas as reducing agent.  
Manufacturing facilities based on 
it could be set up outside eastern 

India, the traditionally preferred 
location for steel plants because of 
the availability of iron ore and coal 
there.  This approach effectively 
saved energy otherwise spent 
in transporting ore and fuel (or 
finished steel) in bulk from the 
east coast to the west.  I argued 
the case for sponge iron plants in 
coastal Gujarat before the Planning 
Commission (which thought using 
gas in this way was tantamount to 
treating it as mere fuel and not a 
source of hydrocarbons) with my 
friend Nitin Desai then adviser 
(energy) as the opposite number.  
Mr Pargal agreed with this thinking 
and added that dispersal of 
industrial locations was crucial 
to reducing spatial disparity in 
development.  He believed that 
making electricity abundantly 
available in all regions would be 
the key, with all other components 
of infrastructure following on their 
own.  I asked whether we should 
flood the countryside with cheap 
electricity.  Flood by all means, but 
not cheap, because what is cheap 
is not valued was his blunt advice.  
Two decades later, a certain Mr 
Modi unknowingly followed it with 
considerable success.
Dr S M Patel, an agricultural 
engineer at IIMA, made a case 
study of villagers boasting about 
converting diesel into milk.  Co-
operative dairying made them 
greatly appreciative of milch cattle.  
They wanted not to reduce their 
marketable surplus by feeding bull 
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calves.  So they gave the juvenile 
male bovines their big thumbs 
to suckle on for a few days until 
the calves met their maker.  The 
resulting loss of draught power 
was more than made up by the 
burgeoning number of tractors.  
Cows and buffaloes after being 
given the saved green fodder and 
cattle feed yielded more milk and 
income.  This conversion of diesel 
into milk was an original win-win 
strategy entirely thought out by 
those we city folk look down upon 
as country yokels.  Farmers were 
practicing this wisdom before we 
could put it in words!
In 1974, I was evaluating rural 
electrification schemes.  I went 
to Kodinar, a coastal small town 
in Amreli district and home of the 
second largest and flourishing 
sugar co-operative in Gujarat.  It 
provided cheap loans for tractors 
and everyone bought one.  The 
night show at the local cinema had 
literally a mile long line of tractors 
of farmers from surrounding areas 
come to enjoy the stale Bollywood 
fare on offer.  The downside was that 
everyone wanted to grow more and 
more sugarcane and dug deeper 
and deeper tube wells, resulting 
in an irreversible ingress of saline 
water into the otherwise abundant 
aquifer.  The prosperity tapered off, 
leaving me with a modern morality 
fable to narrate.
At about the same time, I visited 
villages in Ratlam in Madhya 
Pradesh to study the impact of 
the Small Farmer Development 
Authority in 1975.  A participant in 
an evening village meeting said 
that while he took a loan for a well 
and an electric pump set, the power 
bill was exorbitant.  I took down the 
details of the rating of the pump 
set and power tariff and concluded 

that the bills were indeed too high.  
Someone in the meeting then 
prodded me to ask the complainant 
about the extent of his usage.  He 
admitted rather sheepishly that he 
had never switched off the pump!  
He was blessed with a particularly 
copious aquifer and sold water to 
all his neighbours, although he had 
only half an acre of land himself.  
He had stopped tilling it as he was 
busy being a tailor to the village.  I 
then noticed that he was far better 
dressed than the rest of the crowd!
I have chosen to narrate these 
generation-old instances to stress 
the fact that the concerns they 
highlighted then have not faded 
one whit with the passage of time.  
These are two-fold.
First, even as there is no disputing 
the necessity of power for industrial 
production and city life, its impact 
on rural life is almost revolutionary.  
Increased production and income 
in the wake of power availability 
are easy enough to understand 
and quantify, but not so its 
even more significant impact on 
decision-making and risk-taking.  
Once assured of water, even the 
most marginal farmer becomes 
entrepreneurial, seeking chancy 
cash crops and an entry into 
monetised economy, far removed 
from subsistence shackles.  Using 
all available resources to produce 
marketable surplus becomes the 
central pursuit.  Actions otherwise 
frowned upon, such as borrowing 
and culling useless livestock, no 
longer remain taboo.
Second, production factors must be 
reasonably priced to inculcate an 
appreciation of the utility and ensure 
their optimal use.  Cheap loans lead 
to excessive investments, which 
in turn cause overexploitation 
and ultimate, lasting damage to 

scarce resources.  Kodinar is but 
one instance of it.  The irreversible 
depletion of primordial water 
stored in the Deccan basalt trap 
by excessive sugarcane cultivation 
in western Maharashtra is an even 
more striking case.
All utility providers in the country 
have faced shortages of supply.  
Power cuts are the order of the 
day, and especially so in rural 
areas.  They could be arbitrary and 
often long.  The better-off farmers 
maintain diesel pump sets, which 
is protective but unproductive 
investment, leading to an inefficient 
use of hydrocarbons.  The poorer 
farmers silently suffer loss of 
income caused by irregular and 
inadequate power supply.  As 
entire feeders are switched off for 
hours on end, the quality of village 
life deteriorates.
This is what Mr Narendra Modi 
understood early on in his tenure 
as chief minister of Gujarat.  An 
engineer in a periodic review 
meeting suggested separate 
feeders for rural domestic lighting 
and irrigation.  Mr Modi grasped 
the logic of this proposal.  Its 
pursuit cost money, but allowed 
the flexibility to maintain household 
supply in the evenings and to 
provide energy to pumps late at 
night when the lighting load was 
low.  
Farmers embraced this approach 
with just the minimal persuasion by 
authorities.  They could light their 
homes at nights and wait for the 
appointed hour to irrigate the farm.  
They no longer needed to leave the 
pumpsets on at all times as they 
did earlier in view of uncertainty.  
That saved power and water.  More 
importantly, they could dispose 
with diesel use and save further.  
They paid reasonable tariffs (which 

Cover StoryCover Story
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nevertheless have an element of 
subsidy), ignoring protest calls 
of the Bharatiya Kisan Sangh, an 
affiliate of the ruling BJP.
Gujarat utilities could now stem the 
flow of red ink.  They could invest in 
distribution assets to reduce losses, 
as also to enhance the reliability 
of supply.  They welcomed entry 
of private players into generation.  
That helped improve the overall 
supply situation to such an extent 
that power cuts became fading 
memories in Gujarat about five 
years ago.  Of course, that was a 
great boon for industry as well and 
made Gujarat a preferred state for 
new investment.  This was the heart 
of the Modi model of development.  
The rest, as we know well, is our 
current history.
Can this be replicated nationwide?  
Mr Modi seems to think so, but 
some major obstacles need to be 
overcome for this to happen.
The overall balance between energy 
availability and requirements is 
precarious and managing it will 
remain a tight-rope walk for some 
time.  Much of our famously large 
coal reserves is of D and E grades, 
with ash content of over 40 per cent.  
Mr Pargal called them pieces of 
rock with coal flecks embedded in 
them.  Coal India could improve the 
situation by investing in washeries, 
but has not done so to any significant 
extent.  Burning that coal is both 
expensive and problematic because 
of the pollution it causes.  Imported 
coal now costs a lot more than it 
did when projects based on it were 
drawn up.  Regulators are reluctant 
to award higher prices to power 
suppliers, who would rather shut 
down the plants than incur losses.
Except for the Himalayan region, 
the hydroelectric potential of the 
country is now nearly exhausted.  

Setting up power plants there 
is highly sensitive to ecological 
and geopolitical considerations.  
Nuclear energy is neither cheap nor 
quick to come on tap, as we have 
been discovering six years after 
the signing of the nuclear deal with 
the United States.  There is also 
the environmental dimension to 
be considered.  Non-conventional 
sources still remain in the realm of 
non-scalable experiments.
Mr Modi has addressed the problem 
of administrative co-ordination by 
clubbing all the power departments 
and coal under one young and 
enthusiastic minister.  It is early 
days yet, but that ploy would need 
co-operation from a large number of 
state and central actors to succeed.  
As I had discussed in these pages 
last month, guarding one’s territory 
is in the DNA of all bureaucracies.  
Co-ordination in practice is not 
achieved by administrative diktats 
alone.
Does this mean that there will be 
no change in the present far from 
satisfactory state of affairs with 
regard to power?  Well, not quite.  
A number of options could work in 
the short and medium term, while 
we wait for long term structural 
changes.
First, the Gujarat initiative of 
separating rural domestic and 
irrigation feeders must become the 
norm.  That could in all probability 
set off the same virtuous circle of 
positive effects as it did in Gujarat.
Second, with improved and reliable 
power supply, charging reasonable 
tariffs for even the smallest 
agricultural connection would be 
possible.  That would be tonic to 
the ailing finances of state utilities.  
It would also teach farmers to use 
the available power judiciously, 
since they now pay for it.

Third, off-grid use of alternative 
sources of energy must be 
encouraged wherever technically 
and economically feasible and 
incentives must be provided for 
using such sources.  For example, 
in areas with shallow water tables 
with depths not exceeding, say, 
5 metres, small fractional horse 
power pumps energised by photo-
voltaic solar panels would work very 
well.  This provides added, locally 
generated power and eliminates 
investment in transmission 
infrastructure.  In areas with 
predictable patterns of winds of 
adequate velocity, small windmills 
backed by storage batteries could 
similarly energise pumpsets.  
Areas with sufficiently large crop 
residues could use generators 
using agricultural waste as fuel.
The point to stress is that these 
are not “one-size-fits-all” projects.  
Each one would have to be tailor-
made for a well-defined geography.  
The subsidy would be a one-time, 
not a recurring, expense, such as, 
for example, for solar panels.
Adopting such a footloose approach 
would ensure added power for the 
sector that would benefit most from 
it.  It provides us breathing space 
as we wait for systematic removal 
of the overwhelming constraints 
that now choke coal supply and 
hamper power generation.  The 
energy scenario would then be 
more positive.
Electricity is the one crucial 
infrastructure input that transforms 
rural India.  It empowers people, 
literally and figuratively. 

shreekant.sambrani@gmail.com
The author is the ex faculty - IIM 

Ahmedabad and Director Institute 

of Rural Management
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Backdrop:
Coal is the backbone of India’s energy 
sector accounting for about 50 per 
cent of primary commercial energy 
supply. It is estimated that it will 
increase to more than 57 per cent in 
2020. The average plant load factor 
for coal based power plants was only 
61.3 per cent in 2012 because only 
89 per cent of the total demand for 
coal was met.  One of the biggest 
challenges that India currently faces is 
the shortages of coal. In fact, July 2014 
was a dark month when nearly half of 
India’s coal-fired power stations had 
less than a week’s coal stocks left. In 
view of this, there have been concerns 
regarding coal shortage due to high 
demand (around 8-9 percent on an 
annual average) and low supply (about 
5-6 per cent on an annual average) and 
its concomitant effects on the power 
sector and economic development at 
large.  Consequently, power generation 
companies are confronting challenges 
in raising sufficient funds to finance the 
proposed thermal plants. Apart from 
this, despite being the third largest coal 
producer in the world in 2012, India 
has to depend on imports for its coal 
supply.  

On top of it, the Supreme Court’s 
decision on September 24, 2014 to 
cancel the 204 coal blocks,  out of 
which 12 blocks belong to ultra-mega 
power plants, has further added to the 
uncertainty and speculations about 

power shortage. Thus, the combined 
effect of structural weaknesses of 
demand- supply and the legal aspect 
of cancellation of coal blocks has led 
to an animated debate in the print 
media. There are various suggestions 
coming to the forefront to instill 
investor’s confidence, scrap the Coal 
Nationalisation Law of 1973, restructure 
Coal India and allow merchant mining 
by private companies.

Against this backdrop, the present 
article makes an attempt to review 
demand and supply position, as 
envisaged in the Twelfth Plan in Section 
1. It is followed by the presentation of 
emerging issues in section 2; and policy 
perspectives in section 3, respectively.   

Demand and Supply mismatch
With growing energy demands and 
limited coal production, there is 
bound to be coal shortage. During the 
Eleventh Plan, demand for coal was 
640 million tonnes (MT) and increased 
on an average by 6.6 percent, while 
the domestic production at 540 MT 
witnessed an annual average growth of 
4.6 percent. Thus, the shortfall was met 
through imports, which were around 
14.1 percent of total demand. The GDP 
growth rate of 7-8 per cent targeted for 
the Twelfth Plan will lead to increased 
demand. Factors like soaring energy 
demand due to high public resistance 
to alternative sources of energy like 
nuclear energy and hydroelectric 
energy, and growing steel production 

will further accelerate demand for 
coal. 

On the brighter side, superior 
technology in power plants will 
increase efficiency, and hence, will 
reduce demand for coal. Thus, it has 
been predicted that the growth rate in 
the Twelfth Plan for increase in demand 
for coal will be similar to the rate in 
the Eleventh Plan. The overall demand 
for coal during the Twelfth Plan has 
been estimated at 980 MT. The total 
demand by the power sector, including 
the captive power plants, is estimated 
to be around 75 per cent (730 MT) of 
total coal demand. It may be noted that 
the electricity generation capacity in 
the Twelfth Plan is estimated at 88,536 
MW, which includes 69,280 MW 
of coal based capacity. In addition, 
as mentioned in the Twelfth Plan 
document, global prices of coal are 
also likely to be higher due to taxes, 
which are imposed by several coal 
producing countries such as Australia 
and Indonesia.

Emerging Issues
Drain of foreign currency due to 
increased import

Coal imports have continuously 
increased to bridge the demand – 
supply gap. This has resulted not only 
in the outflow of foreign exchange, but 
also has contributed to high current 
account deficit. At the end of Twelfth 
Plan, imports have been projected to 
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increase to 185 MT from 137 MT at 
the end of Eleventh Plan. During 2013-
14, the volume of coal was 168.5 MT, 
and value of such imports was US$ 
16.4 billion. It is pertinent to note that 
the import burden may increase in the 
future as international prices of coal 
are likely to remain high. 

Coal Pricing
In addition to the adverse impact of 
coal import on India’s balance of 
payments, it is crucial to mention the 
challenges in coal pricing. Globally, 
coal pricing is based on Gross Calorific 
Value( GCV). In India the system of 
GCV has been in vogue since January 
2012. However, the Indian coal is 
underpriced even with GCV method. 
For example, the coal price is US $ 
26 in India, in contrast to US $ 70 in 
China and US$ 40 in USA. Higher 
imported coal price has implication for 
electricity tariff.

Delays in Government clearances
The biggest hurdle in coal production 
is delay in government clearances. 
According to the data provided by 
Coal India Limited (CIL), 179 forestry 
proposals are still waiting for clearance 
by the government. If all the clearances 
are given on time, coal production can 
more than double, assuming that the 
mines start production from 2016-17.  
It is reported that a number of projects 
have been delayed due to issues 
regarding R&R and land acquisition 
provisions. It is also reported that the 
new Land Acquisition Act 2013 has 
added to the confusion and has made 
land acquisition process even more 
cumbersome.  

Coal Movement Constraints
Lack of good infrastructure facilities 
in and around coalfields is a challenge 
to ensure timely transportation of the 
coal produced from the mines to the 
plant. Railways play a major role in 

transportation- about 52 percent of coal 
is carried by the railways. Railways’ 
contribution is expected to increase to 
58 percent by the end of the Twelfth 
Plan. However, many of the critical 
rail links have been pending for years. 
Four major critical rail links that have 
been pending for years are the Tori–
Shivpur–Katholia rail link in North 
Karanpura coalfield, the Bupdevpur 
Baroud rail link connecting coal 
blocks in Mand Raigarh coalfield, the 
Jharsuguda–Barpalli railway line in 
IB valley coalfield and the Sattapalli–
Bhadrachalam rail link (SCCL 
command area). These rail links have 
the capacity to carry around 125-130 
million tonnes of coal. Other modes of 
transport include merry-go-round (15 
percent) and by road (25 percent).

Coal production
The coal production sector is dominated 
by the government. Even today, about 
90 per cent of the coal produce comes 
from government-owned mines. The 
role of private companies is limited to 
captive mining. In captive mining, coal 
blocks are allotted by the government 
to private companies. A fraction 
of the coal produce is reserved for 
government owned agencies. However, 
production in these captive mines has 
been very limited. Out of 200 mines 
allocated, only 30 mines have started 
coal production.

It may be noted that underground coal 
production is only 15 per cent in India 
as compared with 90 per cent in China, 
33 per cent in USA and 20 per cent in 
Australia. This is because higher costs 
and lower output of deep mining have 
made underground mines loss-making. 
In fact, the average cost of open-cast 
coal is about $13 a tonne, while for 
underground mines the average cost 
is about $75 per tonne. There are also 
problems of hurdles in forest clearances 

and land acquisition.

Financial performance
The financial performance of the 
coal industry has also not been very 
impressive.  The Eleventh Plan fixed 
the outlay at Rs. 37,100 crores. This 
budget was intended to be used for 
improving transportation facilities, 
funding exploration opportunities, 
R&D, drilling in non-CIL blocks 
and upgrading protection systems. 
However, the actual expenditure during 
the Eleventh Plan was only 63 per cent 
of the approved budget. The major 
reasons for this were the shortfalls in 
the reported expenditures in the fields 
belonging to CIL and NLC. According 
to press reports, the outlay for coal 
sector for 12th Plan would be higher 
by Rs. 14,500 crore than that of the 
Eleventh Plan. 

Policy Perspectives
Single Window clearing 

If India is aiming at reducing the 
demand-supply gap of 185 MT and 
reducing its dependence on coal 
imports, then the above mentioned 
challenges need to be addressed soon. 
To address the regulatory issues, a 
single window clearing agency needs to 
be set up. Currently, coal related issues 
are handled by different Ministries 
at the State and the Central level like 
Environment Ministry, Forest Ministry 
and Minerals Ministry. The creation of 
a Special Window Clearance Agency 
(SWCA) at the Central and the State 
levels will speed up the clearance 
process and reduce delays.

Higher expenditure on infrastructure

Expenditure on infrastructure facilities 
needs to be increased. By the end of the 
Twelfth Plan, railways and other modes 
of transportation will be required to 
carry about 800 MT of domestic coal 
produce. This will require average 
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wagon at 446.4 rakes per day.  Hence, 
the pending rail link projects should be 
completed without further delay. 

Opening up to Private sector
It is important to open up this sector 
to private players. For example, many 
State Governments have reserved 
some coal mines for the State PSUs. 
However, these mines have not been 
developed well. A joint venture model 
with private mining companies will 
increase coal production. The Coal 
Mines Act, 1973 actually restricts 
mining by private companies for 
sale of coal to third parties. This has 
rendered the mining sector unviable for 
big investments. Amendment of this 
law in the interest of private producers 
will increase investments and expand 
coal production multifold. Policies 
similar to those belonging to the oil 
and gas sector need to be applied to 
the coal sector. The New Exploration 
Licensing Policy was introduced by 
the government in 1997-98 to provide 
equal opportunities to public and 
private sector to explore and produce 
hydrocarbons. This policy boosted 
production in the oil and gas industry. 
Similar benefits and incentives should 
be provided to the coal mining sector. 
Just as private investment is allowed in 
the oil and gas industry, it should be 
welcomed in the coal sector to augment 
production. 

Exploration of Renewable Energy 
sources

With energy demand rapidly increasing 
and increasing dependence on coal 
imports, India needs to explore 
opportunities in the renewable energy 
sector. India has a huge potential for 
solar and wind energy production. 
Though there has been significant 
progress towards developing large-
scale solar and wind projects, but what 
is simultaneously needed is a large 
number of small-scale projects. One 

example is installation of photovoltaic 
panels on millions of households. Such 
small scale renewable energy based 
projects will reduce the dependence on 
big coal mines. 

In this context, it is important to note 
that nuclear energy can also contribute 
to energy production. Currently, nuclear 
energy contributes only 3 per cent to 
total energy production.  However, 
India’s nuclear vision envisages 
about 63,000 MW of installed nuclear 
power capacity by 2032. Thus, the 
recent initiative by the government for 
nuclear cooperation with Australia and 
Japan is a step in the right direction to 
increase our nuclear capacity.

Conclusion
In order to address the adverse 
implications of Supreme Court  

decision the following suggestions 
are flagged:  First, the immediate 
task is to ensure a more transparent 
bidding procedure and allocation coal 
blocks to kick start production process. 
Second, an early action to pass the bill 
repelling the sole right accorded to 
the Coal India for merchant mining. 
Third, consideration may be given to 
constitution of a coal sector regulator 
to supervise all clearance procedures, 
including environment, forest and 
pollution.  
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Likely Implications of Supreme Court Order on Coal De-allocation 
on Power Situation in Maharashtra

According to the informed sources, the total installed power capacity in 
Maharashtra is 26,493 MW as on 31st December, 2013, of which about 
14,900 MW is the thermal power. We are told that a predominant part of 
this is linked to the coal supply. Based on our limited investigation and 
interactions with some concerned senior officials in the power sector, 
the following facts emerge:
• About 3000 – 3200 MW of capacity of thermal power generation is 

in the pipeline. 
• Apparently, the Supreme Court order has implications with respect 

to de-allocation of Odisha Coal Mine, wherein the linkage was for 
the power capacity of 3200 MW. This power project is expected to 
be commissioned in about a year’s time. Given the Supreme Court 
order, there are now uncertainties about the availability of coal from 
Odisha mine.

• However, this being exclusively public sector, the Government may 
provide temporary alternative linkage with other coal suppliers.

• Apparently, the concerned authorities in the State have approached 
the Ministry of Coal in the Central Government and are hopeful that 
such temporary linkage would be available.

• Based on this it appears that roughly about 1/6th of the power 
capacity is faced with some degree of uncertainties at present. This 
can be sorted out with Coal Ministry, Government of India. 

 Ms. Dhara Tolia
 Ms. Sarabjit Kaur
 MEDC Research Team
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India’s Power Sector 
– Issues and Challenges

 

Ever since Independence, 
the power sector has 
come to be acknowledged 

as one the most strategically 
important sectors for our country. 
Any inadequacy or uncertainty in 
its progress tends to cause serious 
impairment in India’s overall 
economic development strategy 
and progress. Doubtless, significant 
strides have been made in this 
sector over the last decade in terms 
of new investment and consequent 
capacity expansion. Unfortunately, 
however, its long-standing 
concerns about fuel availability, 
financial health of State-owned 
distribution companies [discoms] 
and land and environmental 
clearances have swamped power 
sector’s current performance and 
its future outlook, be it with respect 
to growth of production, capacity 
utilization or financial viability. In 
particular, problems have become 
even more acute for many new 
power projects.  

Indeed, the recent Supreme Court 
order proclaims cancellation of 
214 of the 218 illegal coal-block 
licenses issued between 1993 and 
2010 – and this is truly worrisome! 
The decision becomes effective 
immediately for 172 mines that 
were not in production.  In case 
of 42 blocks that had begun 
production, cancellation will take 
effect in six months with a view 

to ensuring that coal supplies are 
not affected immediately, as the 
government decides what to do 
with such licenses. Already, there 
is a huge shortage of domestic 
coal production. Consequently, 
India has turned out to be one the 
largest importers in the world in 
recent years.  The ramifications of 
this order are, thus, going to be far-
reaching. 

What is at stake is [a] an investment 
of Rs.2.86 lakh crores [albeit some 
experts/reports believe that this is 
an overtly exaggerated estimate]; 
[b] a massive loss in power 
capacity utilization; [c] a setback to 
the banking sector – an inevitable 
scaling up of its NPAs – which 
has substantially funded such 
power projects; [d] rising prices 
of even imported coal – and there 
are reports to that effect, based 
on India’s increased coal import 
needs; [e] the resultant scenario 
of increased electricity cost staring 
at face of various consumers 
and/or increased fiscal burden 
of subsidies; and [f] a substantial 
shortfall in power availability so 
crucial to support and sustain 
industrial and overall economic 
resurgence.   

Further, as an outcome of the 
Supreme Court’s order, a report in 
the Business Standard of 23rd Sept 
2014 has envisaged a possibility 

of government being called upon 
to acquire land titles and takeover 
of leases from the existing holders 
of captive coal mining rights. This 
would amount to nationalization 
of such coal blocks. In essence, 
it would be contrary to our current 
ethos of economic liberalization, 
wherein the private sector is 
expected to play increasingly 
important role in the erstwhile 
domain of state monopolies like 
the power sector. We hope that 
the policy makers will now be ever 
more vigilant and responsive in 
keeping intact the broader reforms 
agenda. This certainly entails 
rigorous pursuit of an overall 
transparent system of auctioning 
and bidding for exploitation of 
our limited natural resources. 
Hopefully, the government would 
be seized with the matter, as also 
the owners of such coal blocks 
and power producers. Hence, one 
hopes some urgent and favorable 
outcome would be forthcoming to 
mitigate such impending “crisis 
like” situation.  

A Brief Overview

Against this backdrop, it is 
imperative to reflect on the 
progress of India’s power sector so 
far, especially after the launching of 
economic reforms in 1991. Based 
on selected key performance 
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indicators, what stands out is that 
the overall installed capacity and 
per capita power consumption have 
expanded at a relatively faster pace 
in the post-reforms period [between 
1990 and 2013] as compared to its 
growth during the similar time span 
of pre-reforms period [between 
1979 and 1990].  What is even 
more interesting to observe is that 
in the post-reforms period, the 
power sector’s growth gathered 
incremental growth momentum in 
the second phase of 2002-2013 
as compared to its first phase of 
1990-2002!  However, there has 
been a continued deceleration in 
gross electricity generation in the 
post-reforms period. This trend 
predominantly suggests falling 
overall capacity utilization, and 
consequent pressures on the 
financial viability of new power 
projects. [Please see the table below]

Post-Reforms Distinctive 
Phases – A Reflection 

These two somewhat distinctive 
phases of power sector’s 
development are largely associated 

with the nature of policy strategy 
pursued during this period. Thus, 
during the first phase [1990-2002], 
the focus was predominantly on 
macro - economic stabilization 
and structural reforms covering 
management of fiscal and external 
sector; and liberalization and 
deregulation of industry, trade 
and foreign investments. Sector 
specific policy reforms, especially 
relating to development of physical 
infrastructure, were generally 
hesitant and wayward. Moreover, 
since infrastructure remained a 
virtual public monopoly – being an 
exclusive domain of the State for 
well over previous four decades – 
there continued to be a prolonged 
period of wait and watch approach 
from policy makers, planners and 
regulators as well as private sector 
investors. 

Admittedly, it needs to be recognized 

that there were some significant 
milestones in the power sector’s 
reforms process even during the 
first phase. These essentially 
manifested in [a] amendment of 

Electricity Supply Act 1948 affording 
a legal framework for encouraging 
private sector’s role to set up 
power generating companies; 
[b] empowerment of Central 
Electricity Authority to determine 
tariffs of generating companies; [c] 
inviting 100% foreign investment 
without export obligation; and [d] 
enactment of Electricity Regulatory 
Act 1998 paving the way for the 
formation of Central Electricity 
Regulation Commission [CERC] 
and State Electricity Regulatory 
Commission [SERC]. While tariff 
regulatory function was transferred 
from CEA to CERC, the regulatory 
power of State Governments was 
transferred to SERC. 

This initial round of reforms did 
inspire confidence in potential 
private sector investors to participate 
in this new growth opportunity 
area. However, many private sector 
power projects during this period 
faced several unforeseen hurdles 
such as [a] enormous delays 
in project clearances because 
of complex and complicated 
procedural requirements; [b] 
absence of previous experience 
of policy makers and bureaucrats 
in handling private sector 
investment proposals; [c] lack of 
relevant expertise leading to a 
vexatious case-by-case approach 
to project clearances; and [d] poor 
financial credit-worthiness of State 
utilities due to their financial and 
commercial performance. 

Besides, there was a widespread 
skepticism about the private 
sector’s role in general, and FDI 
in particular, following the fiasco of 
Enron’s Dabhol project about which 
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End 
March

Installed 
Capacity 

[MW]

Electricity 
Generation* 

[Gross 
Gwh]

Length 
of T & D 

Lines  
[ckt km]

Villages 
Elect 
rified**

Per capita 
Consump 
tion [kwh]

1979 26,680 102,523 2145,919 232,770 171.6
1990 63,636 245,438 4407,501 470,838 329.2
2002 105,046 517,439 6030,148 512,153 559.2
2013 223,344 963,722 8970,112 593,732 917.2

CAGR [%]
1979-1990 4.2 8.3 3.5 3.4 3.2
1990-2002 4.3 6.4 2.6 0.7 4.5
2002–2013 7.1 5.8 3.7 1.4 4.6
Source: Central Electricity Authority, Ministry of Power, Govt. of India

 * Gross Generation ** With about 80% of villages already electrified by 1990, the pace of 

growth is bound to be slow. At present, over 92% of villages are already electrified.
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so much of trumpet was initially 
blown by the then government/s in 
power in Maharashtra. Also, it was 
widely perceived that political clout 
of concerned corporates played a 
key role in the distribution of gains 
from power sector reforms. All such 
politico-economic complexities 
eventually caused some rethinking 
and delays in achieving financial 
closure of private sector projects and 
creation of new capacities. Evidently, 
therefore, the necessary groundwork 
was not adequately done up.  Several 
fault-lines in the regulatory framework 
of power sector reforms, thus, 
hampered the performance of this 
crucial infrastructure development 
during this first post-reforms phase 
[1991-2002].

In the second phase since 2002, 
power sector reforms gathered 
significant momentum. In particular, 
The Electricity Act 2003, consolidating 
the laws relating to generation, 
transmission, distribution, trading 
and use of electricity has since 
become the cornerstone of India’s 
power sector reforms. Among other 
things, the objectives of this law 
have been to take measures that 
are conducive to the development 
of electricity industry, promotion of 
competition, protection of consumers’ 
interest, rationalization of electricity 
tariff, ensuring transparent policy 
for subsidies, etc. In substance, 
the law has been so designed as 
to introduce market forces and 
renew efforts for deregulation and 
encourage increased private sector 
participation.  

The Outcome of Power Sector 
Reforms

What has been the impact of power 

sector reforms so far? First, there 
has been significant expansion of 
power capacity, especially in the 
last decade or so. Thus, out of 
total new addition of about 155,000 
MW of power capacity in the post-
reforms period, over three fourths 
accrued during the period following 
The Electricity Act 2003.  Second, 
the share of the private sector 
has increased many-fold from just 
about 3% in 1991 to well over 35% 
of the total capacity at present. 
[Please see the table below]. Third, 
as the recent World Bank study 
[2014] points out there have been 
several other areas of impressive 
achievements: illustratively, “the 
creation of an active power market 
and power exchanges have eased 
the entry of latent [captive] capacity 
into the market”. 

Further, this study also states 
that “the move from negotiated 
MOUs with guaranteed rates of 
return to investors to market driven 
competitive procurement brought 
forth huge private response to 
generation and with low tariff bids 
[though recent experience indicates 
that allocating fuel price risks may 
have been unrealistic and is now 
being adjusted]”. Fourth, there 

have also been some notable 
achievements in the expansion 
of non-conventional renewable 
energy sources, especially in the 
field of solar energy. Last, a state-
of-the-art integrated transmission 
grid that can balance demand and 
load flows across the country has 
been realized – and with the recent 
connection of the Southern grid, all 
of India is synchronously connected 
with a single grid.  

Needless to say, despite such 
remarkable progress of the power 
sector in recent years, there are 
growing imperatives to accelerate 
expansion of power capacity 
in the country. Thus, the said 
World Bank study observes that 
“almost all investment climate 
survey point to poor availability 
and quality of power as critical 
constraint to commercial and 
manufacturing activity and national 
competitiveness”. Further, it also 
states that “more than 300 million 
Indians live without electricity, and 
those with power must cope with 
unreliable supply, points to a huge 
unsatisfied demand and restricts 
customer welfare”. 

Further, although the overall energy 
as well as peak load demand 

Sectoral  Break - Up 
[MW]

State Center Private Total

Thermal of Which

[a] Coal 55,290 46,525 50,495 152,310

[b] Gas 6,974 7,066 8,568  22,608

[c] Diesel    602 -    597    1,200

Hydro 27,482 10,623 2,694   40,799

Nuclear - 4,780 -   4,780

Renewable 3,804 - 27,888 31,692

              Total 94,153 68,993 90,243 253,389
% Share 37.2 27.2 35.6 100.0
Source: Central Electricity Authority and data relates to end-August 2014 
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shortages have been reduced 
significantly in the last few years 
[4.2% and 4.5%, respectively in 
2013-14], this relatively positive 
outcome is largely to be attributed 
to sudden built up of power capacity 
in the wake of deceleration in 
industrial and commercial demand. 
With likely resurgence of industrial 
and commercial growth in the next 
few years, Indian economy would 
once again fall into the perennial 
shortage syndrome of power 
availability, unless corrective 
actions on creation of new capacity 
and ensuring adequate and quality 
supply of fuel inputs are taken very 
soon. 

More importantly, as will be 
observed from the chart below, 
India stands as one of the lowest 
in terms of per capita consumption 
of electricity. Even if we have to 
achieve the current world average 
of per capita electricity consumption 
[~ 2900 kwh], which is a critical 
minimum, India will have to expand 
its present capacity by a factor of 
three. In substance, India has to 
plan for a creation of incremental 

power capacity of at least 500,000 
to 600,000 MW. What should be 
the time span for realization of such 
ambitious, but necessary goal?  

Going Forward – A Promising 
Future

In summing up, India’s power 
sector has come a long way with 
significant progress on many fronts 
since the reforms of 2003. But path 
yet to be traversed is long and 
arduous. Indeed, India’s Advantage 
three D [Democracy, Demographic 
Dividend and Demand] is 
inextricably linked with rapid 
progress of overall infrastructure 
sector in general, and power sector 
in particular. Like-wise, creation of 
India’s manufacturing prowess and 
transforming vision “make in India” 
into reality requires power/energy 
capacity to keep ahead of energy 
demand. Every year, India has to 
target and achieve power capacity 
at the rate of 20,000 mw to 25,000 
mw on a secular basis for the next 
two decades. 

Future potential and opportunities 
are, doubtless, huge. But for 
all this, reforms have to move 

forward. Problems of fuel linkages/ 
availability to power plants – its cost 
and quality – have to be resolved. 
Land and environmental issues 
looked at afresh. Financial health 
of discoms has to be restored, 
which is so much dependent on 
their achieving optimal standards of 
efficiency, appropriate framework 
of tariff policy and rationalization/
phasing out of cross-subsidization 
of electricity [mostly for agriculture 
sector]. Some of these issues may 
perhaps call for a medium-term 
perspective of next three to five 
years. But the immediate task is to 
respond to the serious ramifications 
of the Supreme Court order. This 
may perhaps require a creation of 
national consensus [Center and 
States] – cutting across party lines 
– so that the crisis like situation 
is averted promptly. It is testing 
time for minimum government and 
maximum governance, indeed … 

sunil.bhandare@gmail.com
The author is the Chief Economist 
in MEDC
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Dr. Prakash Hebalkar

Global Trade and Investment 
Trends......

The past month has seen 
some dramatic outcomes 
of investigation techniques 

of the US Securities and Exchange 
Commission, suggestions for Indo-
Chinese cooperation on oil and gas 
transport, some concerns on the extent 
of the European Central Bank’s control 
over the banking system and concerns 
about the impact of Western sanctions 
on the discovery of more oil and gas 
in the Arctic. On the technology front, 
and interesting and low cost tool to help 
disaster recovery teams to identify safe 
drinking water is now available.

The US SEC has a programme 
instituted by the Dodd Frank Act (post 
2008) that pays informers, especially 
those located overseas, for blowing 
the whistle on frauds. A recent event 
resulted in a large reward of $30 million 
to the whistleblower, suggesting the 
size of fraud is large too. India and 
the SEBI could use such an Act and its 
effective use!

With its largest ever whistleblower 

bounty, the Securities and Exchange 

Commission on Monday awarded $30 

million to an informant whose tips led 

to a major enforcement action. The 

previous high for an SEC award to a 

whistleblower was $14 million, which 

was announced in October 2013. 

The SEC’s whistleblower program 

rewards “high-quality, original 

information” that results in an SEC 

enforcement action for any offence 

(not just insider trading) with sanctions 

exceeding $1 million. Awards can range 

from 10 percent to 30 percent of the 

money collected in a case. The money 

paid to whistleblowers comes from an 

investor protection fund established 

by Congress that is financed through 

monetary sanctions paid by securities 

law violators to the SEC. By law, the 

SEC protects the confidentiality of 

whistleblowers and does not disclose 

information that might directly or 

indirectly reveal a whistleblower’s 

identity.  

Source: Compliance Week Sept. 22, 2014

Sanctions imposed on Russia could 
end up hurting the interests of US 
companies such as Exxon; ultimately 
that will generate lobbying pressure 
to lift offending portions of those 
sanctions.

Russia, viewed by the Obama 

administration as hostile to U.S. 

interests, has discovered what may 

prove to be a vast pool of oil in one of 

the world’s most remote places with 

the help of America’s largest energy 

company. 

Russia’s state-run OAO Rosneft said a 

well drilled in the Kara Sea region of the 

Arctic Ocean with Exxon Mobil Corp. 
struck oil, showing the region has the 

potential to become one of the world’s 

most important crude-producing areas.

The announcement was made by Igor 
Sechin, Rosneft’s chief executive 

officer, who spent two days sailing on 

a Russian research ship to the drilling 

rig where the find was unveiled today. 

The well found about 1 billion barrels 
of oil and similar geology nearby 
means the surrounding area may hold 
more than the U.S. part of the Gulf or 
Mexico, he said. 

The discovery sharpens the dispute 

between Russia and the U.S. over 

President Vladimir Putin’s actions in 

Ukraine. The well was drilled before 

the Oct. 10 deadline Exxon was granted 

by the U.S. government under sanctions 

barring American companies from 

working in Russia’s Arctic offshore. 

Rosneft and Exxon won’t be able to do 

more drilling, putting the exploration 

and development of the area on hold 

despite the find announced today. 

Source: Bloomberg Sept. 28, 2014.

This discovery further strengthens the 
logic behind a new proposal of this 
author to build a Almaty-Sahranpur 
Pipeline to India for Russian oil. The 
proposal envisions the construction of 
a branch pipeline to the Russia China 
oil pipeline through Kazakhstan1 . 
The branch originating near Almaty 
will go directly south along the 77 
degree longitude line to Sahranpur in 
India. It could be awarded to a Chinese 
company on a Build Own and Operate 
basis with self-financing to utilise their 
expertise, financial muscle and the 
security that China could provide as a 
significant part of the pipeline would 
pass through China (including partly 
the de facto ceded territory of Aksai 
Chin) and put to test the stated resolve 

1 Russia China deal signed in Shanghai 
in July 2014 for 1.4 Trillion cubic feet 
of gas.
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of China’s leadership to cooperate 
with India2 . The primary merit of this 
pipeline is to obtain Russian oil and 
gas bypassing the mideast political 
turmoil and thus provide an alternate 
source of energy security. Through the 
Shanghai Cooperation Agreement, and 
as supplier and transporter, both Russia 
and China (and Kazakhstan which too 
is a member) would have an interest 
in the protection of the pipeline and 
its continuing operation even when 
wrinkles arise in bilateral relations. 
India is currently an observer to the 
SCO but could be invited to join it.

In a recent article by Nicholas Veron, 
he expresses concern about the ECB’s 
policy regarding too-big-to-fail 
institutions  especially in the context 
of groups of German and Austrian 
savings banks.

The Kashmir floods which undoubtedly 
polluted numerous normal sources 
of drinking water must have posed 
a major problem for the National 
Disaster Management Agency, here is 
a technology tool which could help in 
such circumstances:

Cholera was reported in Haitifor the 
first time in over 50 yearslast October.
There was no way to predicthow 
far it would spread through water 
suppliesand how bad the situation 
would get.And not knowing where 
help was neededalways ensured that 
help was in short supplyin the areas 
that needed it most.

0:33 We’ve gotten good at predicting 
and preparing for stormsbefore 
they take innocent livesand cause 

2 India and China have agreed to wid-
en the scope of their strategic and 
cooperative partnership as develop-
ment of both the countries is central 
to Asia’s prosperity and stability, the 
visiting Chinese President Xi Jinping 
says. – Zee News

irreversible damage,but we still 
can’t do that with water,and here’s 
why.Right now, if you want to 
test water in the field,you need 
a trained technician,expensive 
equipment like this,and you have 
to wait about a dayfor chemical 
reactions to take place and provide 
results.It’s too slowto get a picture 
of conditions on the groundbefore 
they change,too expensive to 
implementin all the places that 
require testing.And it ignores the 
fact that, in the meanwhile,people 
still need to drink water.Most of the 
information that we collected on the 
cholera outbreakdidn’t come from 
testing water;it came from forms 
like this,which documented all the 
peoplewe failed to help.

1:20 Countless lives have been 
savedby canaries in coalmines 
--a simple and invaluable wayfor 
miners to know whether they’re 
safe.I’ve been inspired by that 
simplicity as I’ve been working on 
this problemwith some of the most 
hardworking and brilliant people 
I’ve ever known.We think there’s 
a simpler solution to this problem 
--one that can be usedby people who 
face conditions like this every day.

1:40 It’s in its early stages,but this 
is what it looks like right now. We 
call it the Water Canary.It’s a 
fast, cheap devicethat answers an 
important question:Is this water 
contaminated?It doesn’t require 
any special training.And instead of 
waiting for chemical reactions to 
take place,it uses light.That means 
there’s no waitingfor chemical 
reactions to take place,no need to 
use reagents that can run outand 
no need to be an expertto get 

actionable information.

2:13 To test water, you simply insert 
a sampleand, within seconds,it 
either displays a red light, indicating 
contaminated water,or a green light, 
indicating the sample is safe.This 
will make it possiblefor anyone to 
collect life-saving informationand to 
monitor water quality conditions as 
they unfold.

2:30 We’re also, on top of 
that,integrating wireless 
networkinginto an affordable 
devicewith GPS and GSM.What 
that means is that each reading can 
be automatically transmitted to 
serversto be mapped in real time.
With enough users,maps like this will 
make it possibleto take preventive 
action,containing hazards before 
they turn into emergenciesthat take 
years to recover from.And then, 
instead of taking daysto disseminate 
this information to the people 
who need it most,it can happen 
automatically.We’ve seen how 
distributed networks,big data and 
informationcan transform society.I 
think it’s time for us to apply them 
to water.

3:12 Our goal over the next year 
is to get Water Canary ready 
for the fieldand to open-source 
the hardwareso that anyone can 
contribute to the development and 
the evaluation,so we can tackle this 
problem together.

Source: Transcript of a Ted talk by 

Sonaar Luthra.

profitechconsultants@gmail.com

The author is the President of ProfiTech 

Consultants and Member of the Economic Digest 

Committee. 
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MSME Conference

Summary Proceedings of the 5th Annual Conference on 

MSMEs – Gearing Up to Global Competitiveness
10th September, 2014, Mumbai

Shri Vinod Tawade, Hon’ble Leader of the Opposition, Maharashtra State delivering his inargural address. Others from L to R:  Dr. 
Dinesh Harsolekar, Director, IES-MCRC, Mr. Ravi Boratkar, Regional Director, MEDC, Mr. Satish Lotlikar, Chairman, IES, MCRC, 
Mrs. Meenal Mohadikar, VP, MEDC, Mr. Rajeev Gupte, Director, MSME Development Institute, Mumbai, Mr. Anil Datar, Distinguished 
Scientist and DG, DRDO, Cdr. Dipak Naik, President, MEDC, Mr. P. Udaykumar, Director – Planning & Marketing, NSIC, Cdr. Anil 
Save, VP, MEDC, Mr. Amol Dhamdhere, VP, IES, Mr. Shreeram Dandekar, Regional Director, MEDC and Mr. Chandrashekhar 
Prabhu, Chief Advisor & DG, MEDC. 

MEDC & IES Management 
College & Research 
Centre, in association 

with Govt. of Maharashtra, MIDC 
and MSME Development Institute, 
Mumbai had organised the 5th Annual 
Conference on “MSMEs- Gearing 
up to Global Competitiveness” on 
10th September 2014 at IES’s Manek 
Sabhagraha, Opp. Lilavati Hospital, 
Bandra (West), Mumbai – 50.  
The conference was inaugurated  by 
Mr. Vinod Tawade, Hon’ble Leader 
of Opposition, Maharashtra State, Mr. 
Anil Datar, Distinguished Scientist 
and Director General (Armaments and 
Combat Engineering), DRDO, Mr. P. 
Udaykumar, Director – Planning & 
Marketing, National Small Industries 
Corporation (NSIC), Mr. Rajeev 
Gupte, Director, MSME Development 
Institute, Mumbai were other speakers 
in the inaugural session.
The Conference commenced with the 

Welcome Remarks by Cdr. Dipak Naik, 
President, MEDC and address by Mr. 
Satish Lotlikar, Chairman, IES MCRC 
& Trustee – IES,.
Mr. Vinod Tawde, Leader of Opposition 
in Maharashtra Legislative Council, 
had said that there was a need for 
creating conducive atmosphere for 
growth and development of MSME 
sector in Maharashtra by taking steps on 
various fronts from skill development 
to taxation.
Describing various initiatives of Modi 
government for MSME sector, Mr. 
Tawde said proper ecosystem should be 
created so that MSMEs in Maharashtra 
would be able to take maximum 
benefit of centre’s schemes. He said 
that MSMEs’ role in Public Private 
Partnership (PPP) was also needed 
to be enhanced and that was a big 
challenge. He suggested chambers of 
commerce to set up guidance cells for 
preparing MSMEs to take advantage of 

new opportunities that will emerge due 
to FDI in defense and other areas.
Mr. Tawde said there were many issues 
like taxation, skill development, need 
for dedicated freight corridors, very 
high power tariffs which were required 
to be sorted out for the development 
of MSMEs. Tax simplification was 
needed for MSMEs to perform better. 
There was urgent need for starting skill 
development by identifying which new 
trades are required considering the 
need of MSMEs. 
He alleged that many issues were 
there because of corruption and policy 
paralysis. He said zero tolerance on 
corruption and quick decision making 
are two important points on BJP’s 
agenda if it comes to power.
Mr. Anil Datar, Distinguished 
Scientist and Director General 
(armaments & Combat Engineering), 
Defense Research and Development 
Organisation (DRDO), said over 800 
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private sector companies participated 
in DRDO’s work. Mr. Rajeev Gupte, 
Director, MSME Development 
Institute, said innovations were very 
important in the development of 
MSMEs. Mr. P. Udaykumar, Director-
Planning & Marketing, National 
Small Industries Corporation (NSIC), 
explained various steps taken by the 
government to promote MSMEs. Mr. 
Satish Lotlikar, Chairman, IES, said 
MSMEs can make use of immense 
talent of students. Skill development is 
an important part in MSMEs.
Cdr. Dipak Naik, President of MEDC, 
in his welcome speech said MSME is 
underprivileged segment of industrial 
society. He said a lot of time of the 
small entrepreneurs goes into resolving 
the issues which should not have 
existed. Mrs. Meenal Mohadikar, Vice 
President of MEDC, proposed vote of 
thanks.
The Conference consisted of several 
important sessions addressing the 
needs of MSMEs like Technology, 
Innovation & Global Opportunities, 
Vendor Development and Support, 
Finance & Funding for MSMEs.
Eminent personalities like Mr. 
Chandrashekhar Prabhu, DG, MEDC, 
Mr. Rajiv Gupte, Director, MSME 
Development Institute, Mumbai, Dr. 
Pramod Pathak, Member Secretary, 
GEDA, Ms. Aditi Kare Panandikar, 
Managing Director, Indoco Remedies 
Ltd., Mr. Deepak Karandikar, 
Chairman, SME – MCCIA, Pune,   Mr. 
Milind Jagtap, MD & Chief Mentor, 
Softhard Automation Pvt. Ltd. and 
Mr. Ashish Nawade, CEO, Innovative 
Environmental Technologies Pvt. Ltd. 
explained the need & importance of 
technology & innovation for making 
our MSMEs globally competitive and 
accentuated the global opportunities 

available to our MSMEs.
Leaders like Dr. C.V. Saraf - Dy. 
Director, MSME Development 
Institute, Mumbai, Mr. Anil Datar, 
Distinguished Scientist and Director 
General (Armaments & Combat 
Engineering), DRDO and Mr. V. Arun 
Kumar, Dy. Chief Material Manager, 
Western Railways made the Vendor 
Development session inevitable for 
MSMEs as these luminaries emphasized 
on their organizations’ requirements 
from MSMEs.
The presence of Mr. Sandeep Gokhale, 
President, JSW Steel and Presentations 
by Mrs. Priyamvada S. Rege, GM, 
Saraswat Bank, Mr. Satish Kulkarni, 
AGM, Canara Bank, Mr. Sanjeev Gupta, 
DGM, SIDBI, Mr. Nirmit Ved, AGM, 
EXIM Bank in the ‘Support, Finance 
and Funding For MSMEs session, 
eased the MSMEs’ understanding of 
the requirements that banks have while 
giving out loans, finance etc. and the 
other facilities that these banks offer to 
MSMEs.
A major highlight of the Conference 
was the Inter-Collegiate Research 
competition for students on 
‘Entrepreneurship and Skill 
Development’. With judges like Mr. 

Anil Gachke, Prof. Deepak Ganachari 
& Mr. V.T. Pai in the semi-finals and 
Dr. C.V. Saraf  - Dy. Director, MSME 
Development Institute, Mumbai, GOI, 
Mrs. Sujata Soparkar, VP, TSSIA, 
Mr. Chandrashekar Prabhu, Director 
General, MEDC and Dr. Ranjit Pattnaik, 
Prof., SP Jain Institute of Management 
& Research, Mumbai, in the finals, the 
MSME Cup (inter-collegiate research) 
Competition was a tough nut to crack 
for students, who gave their best shots 
to win the Competition.
The winning teams, Xavier Institute 
of Management & Research, Winner, 
Sinhgad Institute of Management, First 
Runner-up and Anjuman-I-Islam’s 
Kalsekar Technical Campus, Second 
Runner-up were awarded with prize 
money of Rs. 50,000/-, Rs. 30,000/- & 
Rs. 20,000/- respectively at the end of 
the Conference. 
The Conference ended with a Vote of 
Thanks by Dr. Minu Mehta, Professor, 
IES-MCRC.
The Conference was well attended 
by about 300 special invitees and 
businessmen, executives, govt. officials, 
policy makers, bankers, faculties and 
students from management institutes. 
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5th Annual Conference on  “MSME - Gearing Up to Global Competitiveness” 
organized by MEDC on 10th Sept. 2014, Mumbai.

Speech by Mr. Anil Datar, Distinguished Scientist and Director General, DRDO 

Good Morning distinguished 
dignitaries on the dais and 
friends. It gives me great 

pleasure to be here in this largest 
congregation of MSME units in Western 
India gathered together to discuss role 
and opportunities for micro, small 
and medium enterprises while gearing 
up to the global competitiveness. I 
feel fortunate to participate in this 
event organized under the umbrella of 
Maharashtra Economic Development 
Council. During the day as you will 
discuss the challenges and opportunities 
in front of you, I would like to throw 
the opportunities and challenges with 
respect to my field i.e. Defence Research 
and Development Organization. As 
defence production is opening to the 
private industries with more and more 
FDI being allowed, and the DRDO - 
industry partnership maturing to an 
interesting status through the efforts 
of last two decades, we at DRDO have 
been guiding our labs to have an open 
dialogue with industries at different 
levels and at different occasions with 
the aim to reach out to industrial 
partners, to take up the challenging task 
of manufacturing equipments for the 3 
services and paramilitary organizations. 
Today’s event provides us excellent 
opportunities to meet MSMEs 
and present to them opportunities, 
challenges, partnerships that we can 
develop for the nation’s defence 
and armed forces. Ever since our 
establishment in 1958, DRDO has been 
evolving from helping armed forces 
and decision making on acquisition of 
different equipment and development 
of small, simple, stand alone products 
to the new development of complex 
multi disciplinary systems competing 
globally to develop both technology 
as well as product. This effort is not an 

easy journey and without involvement 
of private industries who would have 
been far away from today’s status. As 
DRDO evolved, so did our mechanism 
to participate with industries. For long 
many years, the public sector and organs 
factories were contributors to DRDO 
developed products and the mechanism 
has its own merits and demerits. 
However, the scale of requirements from 
the armed forces is ever increasing with 
changing geopolitical situations and 
DRDO not been manufacturing agency. 
The introduction of private sector or 
entry of private sector was inevitable 
and I must say that this was a welcome 
change. With big projects like integrated 
guided missile development program, 
the NCA Tejas aircraft, MET Arjun and 
the numerous other products in various 
disciplines, DRDO has developed a 
new eco-system which encourages 
all industries from micro to mega 
industries, each one has a role to play 
and DRDO has seen that we fold hands 
with everyone to develop a massive 
production and manufacturing base in 
India. Just as we have got companies 
like L&T, TATAs, and Mahindra on one 
side of the scale and there are numerous 
small, medium scale industries like 
Data Patterns and Van Accord that have 
provided high technology products 
in the armed forces, DRDO has 
generated a new ecosystem between 
DRDO, Universities, Industries and 
Users. We consider this as the four 
main pillars for the development. This 
provides a frame work for collaborative 
research development, technology 
development and management, system 
integration production and upgrades 
and life time support of advance and 
futuristic technologies and products. 
This ecosystem has enabled easy 
networking, easy migration of people 

and easy knowledge sharing for 
sustainable growth in the high tech 
areas. DRDO in partnership has initiated 
an accelerated technology assessment 
and commercialization, in short 
ATAC Program, in commercialization 
of DRDO developed non security 
sensitive technologies. This program 
has enabled pathway to deliver 
technologies developed for military 
purposes appropriate to the commercial 
market in the civilian sector.

Friends, at this juncture, I must tell 
you that most of our technologies has 
spinoffs for civilian markets. And 
we aim at making them available 
to industries through FICCI-ATAC 
programmes. We have had great success 
so far in this approach. Today there are 
more than 800 plus Indian private sector 
industries who have participated in the 
DRDO projects and we are capable of 
manufacturing of high tech systems, 
sub system components in the field of 
missiles, avionics, electronic warfare’s, 
naval system, combat engineering 
and vehicles systems as well as the 
life sciences. At the end I must say 
that DRDO is a winning partner to 
hold hands for the development and 
delivering of technology and products 
for military rules, its civilians’ spinoff 
and every type of industry can play 
role to develop our nation’s defence 
working with DRDO. In the afternoon 
session, I will be talking to you all 
about the Vendor Development with 
DRDO, giving out our policies, 
experiment and experiences. I hope 
today’s deliberations on various topics 
are useful to all the participants and 
I congratulate the organization for 
arranging such an event and wish them 
success.                      
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5th Annual Conference on  “MSME - Gearing Up to Global Competitiveness” 
organized by MEDC on 10th Sept. 2014, Mumbai.

Speech by Mr. Sandeep Gokhale, President – Finance, JSW Steel

At the outset, I would like to 
thank MEDC, Government 
of Maharashtra and IES 

Management Institute for inviting me 
for this function. Very frankly, when 
I was invited for this Conference, I 
was very pleasantly surprised because 
I work for one of the largest steel 
companies in the country, and what am 
I doing at this Micro-Small-Medium 
Scale Industries Conference? This set 
me to reflect a bit. We have an eminent 
panel of bankers, who will definitely 
take you through the nitty-gritty of 
bank finance they can offer to you. 
Obviously, I am not a banker and so I 
don’t offer any finance, but I would like 
to have an overall view of MSMEs. I 
may be a little diametrically opposite to 
a lot of people who spoke to you in the 
morning, who highlighted how good 
the MSME sector is, what benefits it 
should get, and what reservations from 
the Government it should be entitled 
to! 
But when I look at today, the top 200 
companies in India, I find that almost a 
100 plus were either a micro or small 
or medium enterprise 20 years back. It 
is said in general management today 
that the companies  which are doing 
well today, were not known 20 years 
back and the companies which would 
do well 20 years from now are perhaps 
not known today. And according to me 
that is what is the goal or the objective 
I would really like to see. For me, 
MSME i.e. micro would become small, 
the small would become medium and 
the medium would endeavor to become 
large. Today when we use such words 
like globalization, what would be its 
implication for all of us? 
If you see in the larger business 
sector today, we always said in 
2000, I remember, I used to be in 

the ICICI then, that the companies, 
which will survive in 2010 are going 
to be world-class companies. That 
is because in the period of 20 years, 
post liberalization in the year1992, all 
the larger companies started aligning 
their costs to international standards, 
well in certain cases with the help 
of government and in certain cases, 
inspite of the government. We have 
also seen, the small scale sector, the 
medium scale sector, and what we 
popularly call start-ups today which 
really don’t identify themselves with 
the manufacturing sector which the 
MSMEs are identifying themselves 
with, they are coming with knowledge 
and values to the company and these 
companies have had a very very frugal 
start, getting international financing 
and international ways of doing things 
in the business. They are getting private 
equity to finance them, they are getting 
angel investors to fund it.
My real question is why this kind of 
financing? Maybe, the bankers sitting 
here who fund MSMEs would also 
answer that. Why are they not coming 
into financing the manufacturing small-
scale sector? Because ultimately, as the 
PM has also said recently and we knew 
it for the last 30 years, this country 
cannot keep growing and create jobs 
for 120 crore people only in the service 
sector. 
At the end of the day, manufacturing 
has to come in because that is where 
the trickledown effect is going to be 
enormous. Now if one wants to look at 
what ails today, from my view point, 
which is not from an SME, but I’ve 
seen companies who today are large 
companies were SMEs 20 years back. 
These companies had only two things, 
or their entrepreneurs and promoters 
had only two things, one was a vision 

to grow big. Now unless and until, it 
is said that, if you don’t keep growing 
everyday you will die one day and you 
cannot be looking at dependence on the 
Government for too long.
Some of our earlier speakers 
representing government bodies have 
had pains to explain this, how the 
Government is going out of the way, 
keeping reservation for the SMEs 
so that you can match prices of your 
products, you will get 10% of the order 
value. But that’s all fine, for the next 
five years or the next ten years. But 
the state is now for the SMEs, which 
even the large companies have gone 
through, they are not going to compete 
with another SME in India, we are not 
going to compete with some large scale 
company who doesn’t get preference 
in the DRDO tender. But what we 
are doing today is competing against 
the global cost. Then SMEs will also 
have to compete with global SME cost. 
And there are very clearly, the Indian 
SMEs are at two or three- fold or 
two or three areas of disadvantage to 
their counterparts, maybe in China or 
Hongkong or Thailand. 
We have abundant number of clearances 
and approvals that we need to take, 
we see this day to day in our sectors. 
Infact, I come from a sector where 20 
years back, I was given a coal block 
only to be told today that it is illegal. 
Fair enough, we take it with the spirit. 
What we are trying to see is that the 
world is continuously changing, the 
only thing permanent is the change. 
A lot of SMEs need to relook at these 
situations. 
We have seen a lot of small scale 
business, you ask the father what is 
he doing, you ask the son what is he 
doing, he says he will continue with his 
father’s business. Twenty years down 
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the line, the father may not be there and 
so may not be his business. The world 
is changing so fast that the products 
you make, the way you control quality 
of those products, the way you are 
controlling the costs in your company, 
the entire game is today changing with 
global cost coming in. 
In our sector of metals, we do a lot 
of outsourcing to SMEs. In our steel 
plants, in our rolling mills, there are 
people who are ready to come from 
the Middle East, put those downstream 
convertors in a Free-Trade Zone in 
Fujairah where there is zero financing 
cost, no land cost, extremely fast 
approvals. How is an Indian SME 
going to compete against these kind of 
cost inputs that come? 
So rather than asking the Government 
for concessional finance, concessional 
treatments, concessional tender 
conditions, just to stick myself to 
finance, one would look at 2 factors 
that would really make the SMEs 
sustainable on a long term basis, 
which is today extremely difficult for 
any business to be and migrate from 
micro to small, small to medium and 
medium to large and these two would 
be consolidation, according to me, and 
cluster development. These are the 
only two things that can make these 
SMEs survive and grow. 
Why consolidation? We have seen 
consolidation of facilities happening 
with the larger companies and this, 
the world has seen. If you go back 
to the eighties and the early nineties, 
the US had about 25 manufacturers 
manufacturing fibre optic cables Today 
manufacture of fibre optic cables is 
not something very capital intensive 
nor something very technologically 
intensive because the fibre is anyway 
imported,  you are just doing the 
installations out there. There were 25 
such manufactures in the US. Give 
another 10 years and there were just 5 
left. 
In the early 2000s, we had 25 fiber 

optic manufacturing companies in 
India, today there are 5 left. Look at 
the cement sector, look at the steel 
sector, look at the bigger sectors, there 
is consolidation happening. At the end 
of the day, look at even the retail sector 
today, you will have 4 or 5 chains which 
will continue, there will be 5 steel 
manufactures, there would be 6 cement 
manufactures. What is the advantage 
of this consolidation and how has the 
bigger sector achieved it? 
We saw that the year 2000 onwards, 
companies which were able to make 
underperforming assets or units which 
were not performing well, rather than 
setting up a green field unit and starting 
all over again, getting all approvals 
and permissions and finances and 
starting the balance sheet from scratch, 
they acquired a particular company. 
A, B, C – 3 companies come together 
to consolidate and create a higher 
capacity, the biggest thing to achieve 
with this is that the fixed cost allocated 
per unit starts falling down. 
As the world says today ‘Big is 
beautiful’, now this may go to be a 
little divergent to the SMEs, but at the 
end of the day the only way a small 
scale sector can go to the medium, one 
is through a very stiff growth process 
of expanding which may take a decade 
for an entrepreneur, the easiest thing 
would be if 3 small scale sectors 
come together to form a medium scale 
industry and medium scale industries 
come together to form a large scale 
industry. 
The way forward would really be to 
compete together because that will 
lead to economies of scale, that will 
ensure stronger balance sheet for banks 
to finance because in today’s world 
there are no free lunches. All the banks 
including public sector banks today 
are listed on the stock exchanges. 
They have their own share holders 
to cater to, they have their defences 
to make as to what are their NPAs. 
How much ever the government or the 

social system will do like preferential 
funding systems, concessional interest 
rates, there are going to be a lot of 
reservations going forward in the 
availability of these kind of funds. 
Much rather than moving along for 
these kind of funds, wouldn’t one like 
to look at consolidation, growing and 
growth to bring down cost? 
We have very classical examples 
today which like a layman sound 
very appealing. We see is very simple 
consumer products which we get which 
obviously medium scale sectors or 
small scale sectors were manufacturing 
or are still manufacturers in India, the 
same products when they come from 
China today, I can tell you the selling 
price at which these products are sold 
may not even cover your taxes in India. 
Now when you are stiffed against 
such competition and believe me it 
is not only the SME sector which is 
exposed to this competition, the larger 
companies have also faced it. 
I come from a large steel company. 
I will tell you today, we are able to 
compete and our cost of production 
of steel inspite of having no raw 
materials in our case, to the cheapest 
steel producer in the world today, the 
simple one-point agenda we did is 
we kept on growing. So I would like 
to end my very small submission and 
get on eminent the panel of bankers to 
take you through what are the schemes 
available for funding, but at the end 
of the day one strong thought process 
in the minds of the entrepreneurs in 
micro, small and medium companies 
would be an every-day process, how do 
I grow it? Do I grow it organically or 
do I go and acquire or do I consolidate? 
Acquire need not mean hostile. 2 people 
can come together and amalgamate 
their business. Entrepreneurs of SMEs 
should understand, should open their 
mind for dilution of control. 
You don’t need to control 100% of 
everything. It infact it is very difficult 
to control 100% of everything. Very 
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few of us know that in the seventies 
till the latter part of the nineties, the 
TATAs only had 8% equity in TATA 
Steel and some 10% equity in TATA 
Power. Ofcourse, now they have done 
consolidation up due to apprehension 
about takeover threats. But this doesn’t 
affect the SMEs because you are not 

listed entities. But the way forward to 
be sustainable is to keep growing and 
the way of growth is, although there 
are going to be limitations of personal 
funds in equity, is to give way. Share 
the pie with a large number of people, 
you will be more safe and sustainable 
and I am sure the micro will become 

small, small will become medium 
and medium will become large. The 
companies which are going to be doing 
well in 2025 are not known today. 
There is a lot of room available in that 
rapid growth scenario. Thank you!   

5th Annual Conference on  “MSME - Gearing Up to Global Competitiveness” 
organized by MEDC on 10th Sept. 2014, Mumbai.

Speech by Mr. P. Udaykumar, Director, Planning & Mktg., NSIC
It is my honour and privilege for 
addressing this powerful forum in 
the city of Mumbai, organized by 
MEDC and the IES Management 
College and Research Center on 
the topic ‘MSME - Gearing Up To 
Global Competitiveness’. Though I 
was given a very short notice to give 
the special address for this forum, 
it’s an opportunity to speak about my 
understanding on the SME sector. 
Let me begin by adding to some of 
the points mentioned by the Leader of 
Opposition, just a few moments ago in 
his speech. He was basically talking in 
terms of the Centre’s decision about 
bringing in FDI in Defence, Railways 
and some of the vital sectors. He was 
also posing a challenge; a question 
as to how we can translate this as 
an opportunity for the small-scale 
sector and especially for the state 
of Maharashtra. Let me also pitch in 
with some of my inputs as to how this 
can be a cascading effect on the SME 
sector. 
When we talk of Defence investment, 
recently the Government mentioned 
that there will be 49% FDI in the 
Defence sector. And all of you must 
be aware that India is currently 
the largest importer of arms and 
ammunitions in the world. Are we 
really proud about that? Not at all, 
because a country like India has to 
have indigenous production. Only 
then, your product comes. So how is 
this possible? With the announcement 
of 49% FDI, there is something called 

offset. The offset gives a tremendous 
advantage to the SME sector. This 
opportunity should be converted into 
an investment opportunity in a state 
like Maharashtra. 
Any arms purchase by the Government 
of India worth more than Rs. 300 
crores, there is a mandatory 30% offset 
provision. This means that when these 
foreign companies supply the arms 
and equipments to the Indian Defence 
sector, they have to the source 30% 
only from the Indian companies. This 
is a great opportunity for the MSME 
sector about which they do not know. 
When this 30% offset is mandatory, the 
original equipment manufacturer like 
the Tatas, L&T, or any other company, 
if they have to source from the Indian 
MSMEs, this obligation can be set off 
in 1.5 times faster, so that is the real 
multiplying factor. 
So that is the real crux as far as the 
SME sector is concerned in a place 
like Maharashtra. So that means a 
state like Maharashtra that already 
has big players like TATAs, L&Ts and 
ofcourse, the Mahindras, naturally 
these people would be looking for 
ancillaries for sourcing the product 
from SME sector, to avail this 1.5% 
multiplier. So why not you create a 
kind of SME Ancillary Park, mainly 
tapping Defence, especially where the 
big companies are located? That would 
be the maximum prerogative, which 
I am sure the State Government will 
take a note of and be proactive.
States like Karnataka already have 

formed an Aerospace Park, mainly 
with this offset in mind. I think now 
this offset will come in a big way in 
the Defence sector, especially in Navy 
and Airforce. To avail this 1.5 times 
multiplier through the SME sector, 
the State Governments  should make a 
note of it and the entrepreneurs should 
also avail this  opportunity which can 
really develop as a cascading business 
opportunity.
The same thing is applicable to other 
sectors like Railways. The Government, 
in the Budget, made an announcement 
of bringing FDI in Railways in a very 
big way. Similarly, in the financial 
sector, there will be 49% FDI in the 
insurance sector. This same 49% FDI 
formula will be implemented in the 
others sectors also. So this is going to 
be a tremendous opportunity when the 
Foreign Direct Investment is coming, 
especially in the way the Defence 
offsets are being planned. Eventually 
the Government will come out with 
similar offset provisions in other 
sectors like infrastructure also. This 
will help in creating billions of dollars 
of business being available for the 
SME sector on a pan-India basis in the 
years to come. The State Governments, 
the intellectual forums like MEDC 
and IES, and even the entrepreneurs 
and associations should look at it as a 
huge opportunity and then pitch for it. 
Ultimately, this is going to create an 
opportunity for the next generation of 
people. 
And, as all of you must be aware, in 
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the last 3 - 4 years, tremendous key 
announcements have been made in 
the SME sector. Even in the Defence 
sector, important announcements made 
in this regard are the Procurement 
policy which has got a 20% mandatory 
procurement from the SME sector 
for the Government and Government 
agencies. Out of this, 4% mandatory 
procurement obligation is from SC/
ST entrepreneurs. Actually, when 
you really look at it, this was already 
introduced in the year 2012-2013, 
and from 2015-2016 it is going to be 
mandatory, but what has been really 
achieved is a pathetic story which we 
will see.
Even in the 20% the compliance rate 
by the PSUs as well as government 
undertakings, not even 3% on a pan-
India basis and especially sourcing 
from for SC / ST entrepreneurs which 
is 1 – 5%, there is a lot of slip between 
policies and their implementation. 
So the implementation has become 
really very poor. Infact, we have been 
interacting with various public sector 
and government agencies for complying 
with this 20% and 4 % implementation 
and the responses from the PSUs have 
been very lukewarm. Ten days back, 
when we had meetings with CEOs of 
the PSUs, though they were able to 
show the number of 20% compliance, 
the 20% procurement is mostly from 
the non-engineering oriented areas 
like the service sector. 
So, on one hand we are concerned 
about very low growth of SMEs   
contributing to the manufacturing 
sector. It is as low as about 8% which 
should have been at least 20% if the 
GDP has to really grow to the level of 
8%. So this is one of the bothering areas 
and unless the sourcing of the products 
comes from a manufacturing backup, 
it is not going to create any inclusive 
growth. So, I think instead of PSUs 
and government agencies meeting this 
obligation through the services and 
non- manufacturing oriented supply 

items, I think they should now start 
focusing more on the manufacturing 
products so that this would create a 
cascading effect on the entire supply 
chain. 
If you see again, the major factors 
which are really affecting the SME 
sector are basically low growth. 
Growth which used to be 40% has 
now come down to almost 37% - 38 
%. Again for the export sector, due to 
weak currency, exports are also not 
picking up. But now for the SME sector 
to grow and survive, the exports have 
to grow leaps and bounds. Also, high 
inflation is another area of concern. 
Once probably the economies are 
achieved, the SME sector will be able 
to rise and it will lead to reduction in 
inflation. And ofcourse, the monsoons 
and oil crisis are also contributing 
significantly towards the low growth 
of the SME sector.
To address these basic fundamental 
problems faced by the SME sector, the 
Government has made announcements 
in the Budget to take vital steps. 
One such announcement is making 
available Rs. 10,000 crores of 
startup investment. This is to create 
an investment climate for the SME 
sector in the days to come. Plus the 
government has also announced of a 
plan to setup 500 business incubators 
and business accelerators in the 
country. In fact, I am very proud to 
say that NSIC is actively involved 
in this concept. We have given this 
concept to the Government of India 
and recently we had a discussion on 
this. Government is going to create 
Rs. 200 crores corpus and create state-
of-the-art incubators in almost every 
district. This will create an investment 
climate among the unemployed people 
and this will go a long way in creating 
entrepreneurship for the rural areas. 
As far as the role of NSIC is concerned 
towards contribution to SME sector, 
looking at all the Budgetary and FDI 
announcements, we have to come out 

with business models because we are 
helping the SMEs in a very big way. In 
addition to implementing Government 
schemes and policies we also have 
commercial models, we supply raw 
material to SME sector in a very 
competitive way by inviting large scale 
companies and manufactures. We also 
provide financing by tying-up with the 
banks, we also tie-up with banks for 
providing working capital as well as 
foreign capital investment. 
We also help entrepreneurs by providing 
marketing assistance schemes, 
giving support to entrepreneurs in 
participating in commercial and 
international exhibitions. We also 
organize international exhibitions on a 
sectoral basis. I must say that we have 
not done such exhibitions in the state 
of Maharashtra. Some associations 
may be really keen on holding 
international exhibitions with focus on 
some particular sector. Next year, we 
will plan holding such exhibition in 
Maharashtra, in some growth centre, 
probably Mumbai or Pune or Nashik.
We have also launched B2B and B2C 
portals, mainly for supporting the 
SMEs and in fact, the B2C e-commerce 
portal was recently launched by the 
Minister of MSMEs, Mr.Kalraj Mishra, 
and now this is a dedicated portal, 
mainly for B2B and B2C interactions 
which will help SME sector in a big 
way, by networking with not only 
domestic buyers and sellers but also 
international buyers and sellers.  Plus 
we also help the MSMEs by giving 
credit ratings and support. NSIC is the 
only independent agency authorized 
by the Ministry of MSME. We help 
in improving the credit worthiness of 
companies by giving very subsidized 
rating schemes. These are some of the 
services provided by the NSIC.    
With this, I would like to thank 
MEDC and IES, the organizers and the 
various associations for giving me this 
opportunity and for patient listening.
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Key Features of Monetary Policy

Highlights :

RBI remains steadfast in its monetary policy stance  y

No change in key policy rates  y

Expresses cautious confidence about inflation control y

Continues efforts towards broadening and deepening of financial markets y

Key Monetary Policy Initiatives 
On the basis of an assessment of current 
and evolving macroeconomic situation, 
RBI has decided to:
1. Keep the Repo Rate unchanged at 

8%.
2. Keep the Cash Reserve Ratio (CRR) 

of scheduled banks unchanged at 4% 
of net aggregate deposits.

3. Reduce the liquidity provided 
under Export Credit Refinance 
(ECR) facility from 32% of eligible 
outstanding export credit to 15%.

4. Continue to provide various existing 
liquidity support to banks.

The rationale for continuing status quo of 
monetary policy has been well articulated 
in the monetary policy statement as 
well as in the detailed Monetary Policy 
Report, September 2014.
• RBI has comprehensively reviewed 

changes in the global economic 
scenario. Accordingly, it seems to 
have come to the conclusion that 
despite signs of economy recovery 
in some of Advanced Economies like 
US, there are still concerns about its 
sustainability. There are deflationary 
conditions, in particular in the EURO 
area, as well as slowing down in the 
growth momentum of Emerging 
Market Economies.

• In case of India, it has carefully 
looked at the emerging inflationary 
scenario and has expressed specific 
concern about skewed rainfall and 
its implications on food inflation. 
Thus, it observes “future food 
prices and the timing and magnitude 
of held back administered price 
revisions impart some uncertainty 
to an otherwise improving inflation 
outlook, where lower oil prices, a 
relatively stable currency, and a 

negative output gap continue to put 
downward pressure”.

• The policy statement also evaluates 
carefully the liquidity conditions and 
observes that “with credit growth 
falling well below deposit growth 
in August and September, structural 
sources of liquidity pressures also 
eased”. 

• The policy statement goes further 
to reflect upon deceleration in non-
food credit growth-it is at lowest 
level from June 2001. This sharp 
deceleration was on account of a 
high base monetary tightening to 
curb the exchange market pressure. 
Hence, corporate have opted to raise 
financing through: (a) Commercial 
Paper; and (b) other Non-Banking 
sources such as Foreign Direct 
Investment (FDI) and external 
commercial borrowing. 

However, RBI points out that going 
forward, as the investment cycle gathers 
momentum and overall demand picks 
up, banks will need to prepare to meet 
financing requirements as the credit also 
turns around.
• There are several positives which 

have been highlighted. In particular 
on the external sector, it expresses 
the comforts about Current Account 
Deficits being maintained at 1.7% of 
GDP. Also, the capital flows remain 
buoyant. As a result, there has been 
an accretion to international reserves, 
even though reserves denominated in 
US $ have moderated somewhat in 
recent weeks, largely because of the 
strength of the US $. 

• On the overall economic growth, 
RBI points out that “Post-monsoon 
revival in construction activity 
and the likely strengthening of 

momentum in business and financial 
services should sustain the recent 
signs of expansion in the services 
sector. The key to a turnaround in the 
growth path of the economy in the 
second half of the year is a revival 
in investment activity – in Greenfield 
as well as Brownfield stalled projects 
– supported by fiscal consolidation, 
stronger export performance 
and sustained disinflation. With 
expectations of these conditions 
remaining broadly unchanged, the 
projection of growth for 2014-15 
is retained at 5.5 per cent within a 
range of 5 to 6 per cent around this 
central estimate”. 

• The policy statement contains several 
changes in the area of broadening 
and deepening of: (a) Financial 
markets; and (b) Expanding access 
of finance to the small, the poor, the 
unorganized and the underserved 
sections of society. 

Looking ahead, the RBI promises that 
“Developmental and regulatory policies 
will continue to evolve within the five-
pillar approach to build a competitive, 
vibrant and sound financial system that 
is geared to intermediating the financing 
needs of a growing economy. Efforts 
will be made to harness appropriate 
technology and ensure that financial 
services are available to all even as 
customer awareness and protection 
is reinforced. The Reserve Bank will 
continue to carry forward banking 
sector reforms by adapting the best 
international practices to country-
specific requirements”.

Ms. Sneha Gangar
Ms. Rajshree Jain

MEDC Research Team
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Summary Proceedings of the Conference on 

New Townships in Pune Region
27th August, 2014,  The Corinthians Club, South Pune

Mr. Rajiv Jadhav, Pimpri Chinchwad Municipal Commissioner addressing the 
Conference.  Others from L to R :  Shri Jagdish Joshi, Chairman, SEAC-III, GoM, 
Cdr. Dipak Naik, President, MEDC, Mr. Chandrashekhar Prabhu, DG, MEDC and Dr. 
Shankar Vishwanathan, Member, SEAC-III.  

The city of Pune was once 
perceived as the pensioners’ 
paradise. Salubrious 

climate, slow pace of life and pursuit 
of art and culture were the hallmarks 
of Pune region, including Pimpri- 
Chinchwad. This cultural capital 
of Maharashtra has changed into a 
vibrant, bustling city with a growing 
number of IT parks, manufacturing 
industries, educational institutes, 
malls and multiplexes. Pune region 
continues to grow rapidly, due 
to strong economic conditions, 
favourable demographics and 
consumer spending. The residential 
market in Pune thus continues to 
remain strong.

The growth witnessed by Pune has 
been a result of both the internal 
growth of population and the 
effect of educational and industrial 
development, attracting migration. 

This has necessitated augmentation 
of housing stock and betterment in 
infrastructure facilities.

However this development has come 
at a price; the vehicular pollution is 
beyond acceptable limits. Provision 
of physical infrastructure such as 
solid waste management, sewage, 
water supply and mass rapid transport 
has not kept pace with the growth. 
Social infrastructure including 
schools, colleges, hospitals, parks, 
gardens and playgrounds which 
are essential for the well-being of 
residents also needs immediate and 
planned augmentation.

The Chairman of State Expert 
Appraisals Committee III, together 
with MEDC had taken the initiative 
to arrange a stake holders meeting 
at Pune with active support from 
Environmental Department, 

GOM, Maharashtra Pollution 
Control Board (MPCB) and Urban 
Development Department, GOM on 
27th Aug 2014; on “New Townships 
in Pune Region the urgent need to 
plan and develop a rapid transit 
system and an environmentally 
friendly solid waste disposal system  
for generating power.

The Conference commenced with 
the Welcome address by Cdr. 
Dipak Naik – President, MEDC, 
followed by a Special address by 
Dr. Jagdish Joshi, Chairman, State 
Expert Appraisals Committee 
lll, Environment Department 
on “Problems and issues facing 
Pune region”, Presentation by Dr. 
Shankar Vishwanathan, Member, 
State Expert Appraisals Committee 
lll, Environment Department on 
“Transportation in Pune region” 
and Presentation by Ms. Shilpi 
Karmarkar (on behalf of Mr. 
Rajesh Binniwale, Member, State 
Expert  Appraisals Committee lll, 
Environment Department) on “Solid 
waste Management”.

The Conference then witnessed 
Presentation by Mr. Rajiv Jadhav, 
Pimpri Chinchwad Municipal 
Commissioner on “Expectations 
of the city administration from 
developers and consultants” and 
views of  Mr. Chandrashekhar 
Prabhu on “Overview of Pune city 
– Adaptable Best Practices around 
the world”.

Post Lunch, there were Paper 
presentations by Mr. A.K. Mhaskar, 
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Interactive Session on “Economy of India and Future Perspective” with

Dr. Subramanian Swamy
19th September 2014, Hotel, Le Meridian, Pune 

Dr. Subramanian Swamy addressing 
the meeting.  Others from L to R :  Cdr. 
Dipak Naik, President, MEDC, Shri 
Shreeram Dandekar, MEDC Regional 
Director - MMR and Mr. Anil Kumar 
Hatkar, MEDC Regional Director - 
Western Maharashtra.  

Dr. Swamy shared his views on 
the ‘Economy of India and Future 
Perspective‘. It was really interesting and 
educational to listen to him as well as to 
his replies to the numerous questions 
that were raise at the discussion.

More than 90 special invitees were 
participated in this discussion. 

Senior Vice-President - Environmental 
Consulting Services, Ultratech Environment 
Consultancy and Mr. Javdekar, Member 
CREDAI followed by a Q & A round.

The Conference was an insightful occasion 
highlighting the urgency of the need for 
better town-planning, transportation & 
sewage systems to make Pune & Pimpri-
Chinchwad more adaptable in the light of 
over-crowding in these cities.

This discussion was supported by Ultra 
Tech Environment Consulatacny and Nyati 
Group was the ‘Hospitality Partner’ .

News in MEDC

Audience at the Discussion Meeting

Participants at the Discussion Meeting






