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The Truck  
Driver Crisis

Interview  
Dharmendra Pradhan

THE 
ECONOMICS 
OF WATER
Ignoring the real cost of water will be disastrous 
for the economy. What government, industry 
and farmers need to do to avert a catastrophe











We have had an early onset of summer this year, and after two years of
bad monsoons, the water crisis has become acute in all parts of the
country. The Marathwada region of Maharashtra is experiencing se-

vere drought, and so are Telangana, large parts of Rajasthan and Odisha, among
others. Even some parts of the country, which are technically not under the grip
of drought, are facing severe water shortage. A recent newspaper report says that
some of Mumbai’s posh apartment complexes depend on water tankers for their
daily supply. Water rationing has become the norm in many parts of the country,
and factories in some of the worst-affected areas have had to close down or at
least work in only one shift as they do not get the water they require. The Mumbai
High Court recently passed an order rationing water supplies to factories in Latur
region. And there are reports every day of villagers walking several kilometres
daily just to collect a pot of water.

Over the years, the per capita availability of water in India has gone down
drastically. In 1951, it was 5,177 cubic metre per person. By 2011, it was
down to 1,545 cubic metre, which is below the stress level of 1,700 cubic
metre. And it is going down further every year. By 2050, India could well reach
the water scarcity level of 1,000 cubic metre.

Some of the water shortage can be explained by an increasing population,
higher level of industrial activity, and more areas being
brought under cultivation. But there are other reasons as
well. These include the rampant exploitation of
groundwater resources, immense amount of water being
wasted by farmers and factory owners and even domestic
consumers. And finally, the inability to store water
properly or recharge our groundwater levels even when
there are good rains across the country.

They all boil down to one main issue. No one actually
calculates the cost of water in the country. Not the
Central government, not the state governments and

certainly not consumers, whether they are domestic, agricultural or industrial.
As a result, prices paid by everyone for the water being used – if they are paid
at all – are very low, and certainly far below the cost of extracting and supply-
ing the water. Illegal exploitation across the country is also rampant.

The Central and state governments need to wake up to the fact that water
is a depleting resource and its shortage can hit the country hard, slowing down
our growth rates and creating widespread conflict between states, and between
consumers of different categories.

Our cover story (page 46), anchored by Senior Assistant Editor Sarika
Malhotra and with reporting from Senior Associate Editor Mahesh Nayak in
Maharashtra, Associate Editor E. Kumar Sharma in Telangana and Andhra
Pradesh, and Deputy Editor Venkatesha Babu in Karnataka and Tamil Nadu,
looks at the economics of water and why we are hurtling towards a huge crisis.

My view is that unless the government realises that water is as important
as something like, say, power and sanitation, nothing much will be solved. And
also, the government needs to realise that water is not a free resource – it comes
at a cost and its shortage can have severe economic implications.

Meanwhile, water is not the only thing in short supply these days. Read
the very interesting story by Senior Assistant Editor Sumant Banerji on how
a 27-per cent shortage of drivers in the trucking industry is hitting its opera-
tions hard (page 78).

prosenjit.datta@intoday.com
@ProsaicView
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The Needle of 
Suspicion
This refers to your cover story on 
Tata Group (Trophy Buy, Distress 
Sale, May 8). The in-depth study of 
the Group’s performance in the 
European market is worth publish-
ing. It’s quite interesting to read. 
And also, it’s quite unimaginable 
that a steel plant was sold for pea-
nuts – £1! In India, it is below the 
price of a half broiler chicken. No 
doubt the distress sale has dented 
the image of the group and Ratan 
Tata’s dream of “good times in steel 
industry” has been belied. But who 
is behind this disaster? Who is the  
needle of suspicion pointing at? It is 
high time the patriarch of the Tata 
empire traced the troublemaker 
and found a troubleshooter before 
his empire vanishes into the blue.
B.S. Acharya, Berhampur

Aadhaar’s Adhuri 
Kahani
This refers to your feature on 
Aadhaar project (Aadhaar’s Identity 
Crisis, May 8). The political and ide-

ological differences of the NDA and 
the previous UPA regime have 
played a spoilsport and weakened  
the edifice of Aadhaar. The scheme 
is being poorly implemented and in-
nocent people will pay the price for 
no fault of theirs. Aadhaar architec-
ture should not be built like a voter 
ID base – politics should not come in 
the way of effectively implementing 
the policy. The objective of having 
Aadhaar should be clear – it is 
meant to provide a bona fide iden-
tity to over a billion Indians. 
Needlessly linking it to financial 
platforms is diluting its primary sig-
nificance. Aadhaar has become a 
punching bag of politicians – they  
strike at any time suiting their polit-
ical expediency and electoral conve-
nience. The protection of demo-
cratic values and the need for con-
structive debates in Parliament 
were given a go-by as Aadhaar Bill 
2016 was passed as a Money Bill. A 
meaningful discussion among poli-
cymakers would have helped in lay-
ing a strong foundation for 
Aadhaaar. As things stand, 
Aadhaar is complicating the lives of 
the common people at the bottom of 
the pyramid. Unless the govern-
ment comes out of its rigid ap-
proach of symptomatic treatment of 
the Aadhaar woes, the remedy will 
be worse than the malady. The 
foundation of Aadhaar is shaky for 
direct transfers as fingerprints are 
bound to change and so are facial 
images – they have to be recaptured 
periodically. Against these odds, re-
liance on Aadhaar for financial in-
clusion is wishful thinking and 
building castles in the air. The gov-
ernment must act speedily and 
build an Aadhaar structure that 
meets the needs of most Indians.   

Aadhaar is not a panacea for all 
socio-economic illnesses. This 
should be made clear to one and 
all. Already, a billion Indians have 
opted for a unique identity through 
Aadhaar. Their faith in the project 
has to be retained by delivering on 
its core objectives. 
B. Rajasekaran, Bangalore

Rising Bad Loans a 
Matter of Concern 
This refers to your article on non-
performing loans (No Private 
Matter, May 8). It is a matter of 
common knowledge that when 
there is an economic slowdown, 
non-performing loans are on the 
rise. But the abnormal increase in 
the quantum of bad loans in recent 
times, owing to various factors, is 
certainly a matter of concern. 
Banks cannot be entirely blamed 
for it. While both the market regu-
lator and government are clearly 
seized of the matter now, it is im-
portant to find remedies quickly so 
that the situation doesn’t turn ex-
plosive. Banks should be allowed to 
focus on productive lending cou-
pled with reasonable degree of 
functional autonomy for sustained 
growth of the economy. There is 
also a need to grant greater func-
tional autonomy to the public sec-
tor banks (PSUS) and the govern-
ment should refrain from undue in-
terference in their affairs. It’s a 
good thing that the government led 
by Prime Minister Narendra Modi 
has maintained an arm’s length 
distance from the PSUS. It is  is a 
welcome sign and shows that the 
government means business.
Srinivasan Umashankar, Nagpur 

Send all your comments to: editor.bt@intoday.com
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VS GOES SOFT ON MS
The war on social media between 
Kerala Chief Minister Oommen 
Chandy and former chief minister 
V.S. Achuthanandan intensified 
with Chandy accusing VS – who 
had long been advocating the use 
of open software – of doublespeak 
and asking him to explain why he 
opted for Microsoft when it came 
to setting up his own website and 
Facebook page.

HISTORY IN MAKING
JNU students’ union president 
Kanhaiya Kumar is all set to pen 
his memoirs. The book – Bihar to 
Tihar – will tell the story of his 
journey from school, his 
deepening involvement in 
student politics, and his 
controversial arrest. “I thought 
our ideas should be permanently 
etched in history as a book,
” says Kumar. 

$250 BILLION 
Apple’s cash reserves and marketable 
securities, out of which $200 billion – a 
whopping 93 per cent – are stacked 
overseas. CEO Tim Cook has made it 
clear that the company has no plans to 
bring the proceeds home and sacrifice 
roughly 40 per cent of that stash to pay 
taxes in the US.

APPLE SCAB
Apple shares dropped more than 
7 per cent after the company 
reported nearly 13 per cent fall in 
quarterly sales – the first time in 
13 years – to $50.6bn.

VAULT-FACE
Karti Chidambaram, son of former Union finance minister P. 
Chidambaram, is in trouble for allegedly owning benami assets 
worth thousands of crores across the world. According to reports, 
Income Tax and Enforcement Department raids have found Wills 
executed by benami holders, purportedly in favour of his daughter, 
in Karti’s vault.

THE ITALIAN JOB
The ghost of the Italian AgustaWestland VVIP helicopter deal has 
come back to haunt Congress president Sonia Gandhi after it came to 
light that her name had been mentioned four times and, at one point, 
referred to as the “main driving force” in the 225-page judgement of 
the Milan Court of Appeals, which sentenced two top Finmeccanica 
executives to four years in prison for false accounting and corruption 
in the `3,600-crore-plus deal to sell 12 choppers to India.

TOO ODD 
TO EVEN OUT
BJP MP Ram Prasad Sharma 
arrived on horseback, while 
Manoj Tiwari rode a bicycle to 
Parliament to protest against 
the Delhi government's odd-
even traffic restrictions.
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09 10

24 25
INVESTMENT-GRADE 
GREEN ACTION
WHAT:  Dialogue for Climate Action    
WHEN: May 24-25, Vienna, Austria

WHAT TO LOOK FOR: A global dialogue 
that brings together CEOs, industries, 
policy makers and civil society 
around an inclusive agenda to 
promote climate competitive 
industries, from textiles to technology 
companies that have pledged to 
scale-up efforts on climate action, by 
decreasing carbon footprint, ensuring 
cleaner energy inputs and investing 
in new technologies.

SMART FACTORY
WHAT:  CII IQ Anniversary 
Day & National Business 
Excellence Conclave 
2016
WHEN: May 9-10, New Delhi

WHAT TO LOOK FOR: The event will seek to recognise key 
strategies and opportunities that smart manufacturing brings 
to a company, learn about new technologies such as 3D 
printing, robotics, and new software solutions to bring about 
the fourth major industrial revolution, through the eyes of 
the CEOs, COOs, VPs, directors and business leaders.

19
DISRUPTIVE INNOVATION
WHAT:   ASSOCHAM 2nd ICI 
Summit On India: 
Entrepreneurial, Creative & 
Innovative
WHEN: May 19, New Delhi

WHAT TO LOOK FOR: The 
objective is to bring all stakeholders on a common platform 
and deliberate on developing an ecosystem for promoting 
innovations across sectors and achieve inclusive growth. The 
summit is supported by the Department of Science and 
Technology, Department of Electronics and Information 
Technology and ICMR.

13
GO GREEN WITH 
PLASTIC
WHAT:  5th National Conference on 
Potential of Plasticulture in India
WHEN: May 13, New Delhi

WHAT TO LOOK FOR: India currently supports nearly 17.50 per 
cent of world’s population and 4 per cent of water resources. 
And, Indian agriculture consumes 80 per cent of available 
water. Plasticulture can play an important role in facilitating 
judicious usage of water and also create an opportunity for the 
Indian plastics industry. For example, micro-irrigation 
technologies can result in saving 60-70 per cent of water. The 
event will help create a sustained roadmap to boost the 
economy through Plasticulture.

27
WAREHOUSE LOGISTICS
WHAT:  National Summit on 
Warehousing Technology    
WHEN: May 27, New Delhi

WHAT TO LOOK FOR: India still has a lot of 
catch up to do in providing 
infrastructure, and warehousing is 
one such requirement that would 
play a vital role in promoting 
agriculture marketing, rural banking 
and financing, and ensuring food 
security. The event will seek to 
promote usage of technology in 
storage and to reduce loss of food 
grain.  Ram Vilas Paswan, Minister 
for Consumer Affairs, Food and Public 
Distribution, will be the chief guest.





U
rvesh Goel appears thrifty on 
professional networking site 
LinkedIn where he talks about 
how his company, Syberplace, is 
different from other online elec-

tronic stores. “The key differentiation is 
that we do not give away anything for 
free,” he writes. His thriftiness is apparent 
in the way he promotes his company – by 
watching every return on investment 
(ROI). “About 22-30 per cent of our ad-
vertising spending is on Google and 
about 1-5 per cent on Facebook,” he 
says. “Facebook is on and off.” 

Why is that? Goel’s loyalties towards 
Google came from a gradual realisation. 
Social media giant Facebook is great for
building a brand, he figured out. But,
unlike Google, it falters when it comes to
sales or ROI. On the other hand, Google
helps businesses capitalise on existing
demand – likely, you search for a product

SOCIAL UNIVERSE

WHAT’S TRENDING  

Vying for Likes
Advertisers are wary of 
investing huge monies on 
social media platforms. 
Here’s why. By DEVIKA SINGH 

Social Shopping
DIGITAL DASHBOARD

Social media influences 
in different ways across 
the globe

Which of the following aspects of social media influence your online shopping behaviour?

Viewing advertisements
(Base: 6,775)

Writing reviews, comments 
and feedback (Base: 5,030)
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or service when you need it. “For a 
company like ours, which doesn't 
have a huge branding-communica-
tion budget, it is a challenge to spend 
a lot of money on social media be-
cause it gives us no direct ROI,” Goel 
explains. “I have been trying to use 
Facebook since 2008 with mixed re-
sults. I have never seen much of 
conversion, but I have seen a lot of 
visibility coming through,” he adds.   

Same is the experience of other 
advertisers Business Today spoke to. 
Self-driven car rental start-up Revv, 
for instance, advertises both on 
Google and Facebook. “Google ad-
dresses people who are in the market, 
people who are looking for self-drive 
car rental. Facebook generally makes 
people aware. So the awareness quo-
tient of Facebook is far higher while 
the conversion quotient is better on 
Google,” says the founder of Revv, 
Anupam Agarwal. The company 
advertises on Facebook 8-10 times a 
month; on Google, it advertises every 
day. “We do have a bias towards 
Google,” he admits. 

How successful are social media 
companies in terms of monetisation? 
The simple answer is that social me-
dia advertising in India has a long 
trek to cover. Facebook doesn't dis-
close its country-wise numbers, but 
according to an estimate by Neil 
Shah,  Research Director  at 
Counterpoint Research, the company 
had revenues of $80 million in India 
in 2015. That’s a dot compared to its 

global revenues of $18 billion in 
2015. India revenues seem more in-
significant when you consider that it 
is the company’s second largest mar-
ket with 69 million daily active users. 

Similarly, data from the Registrar 
of Companies shows that Twitter 
made only `13.26 crore ($2 million) 
in 2014/15 in India, while globally, 
it generated $2.2 billion in 2015. 
Twitter doesn’t disclose its user num-
bers in India, but as per an eMarketer 
report, the micro-blogging site had 
22.2 million users in India as of 
January 2015. “The notion of social 
media advertising is still at a nascent 
stage among marketers in India, 
compared to search or display-type 
advertising where Google is strong,” 
says Shah, who pegs the digital ad 
spend in India at $1 billion in 2015 
with Google’s share at 65 per cent.

Facebook is working towards 
enhancing its offerings in India and 
other emerging economies. Analysts  
predict that the scales would tilt soon, 
given Facebook’s introduction of live 
broadcasting and focus on smart-
phones. “Facebook and LinkedIn are 
giving Google a run for its money. 
There is a huge shift happening and 
Facebook is going to kill Google’s 
YouTube. Within a year, you will see 
companies launching campaigns on 
just Facebook,” Anshul Sushil, CEO 
and Co-founder of advertising firm 
Boring Brands, says. ~

@dsingh_devika

LISTENING POST

Search n' Watch
Those painstaking moments of 
scrolling through channels looking 
for something to watch on TV could 
be history. Google has decided 
to simplify this process for us. In 
a blog post, the search engine 
announced that it would soon have 
live TV listings, which means when a 
user searches for a particular show 
on Google it won’t just lead you 
to apps and sites where you can 
watch the latest episode, but will 
also display its TV airing time and 
channel. “What we're seeing is that 
more and more viewers are turning 
to their phones to fi nd out what 
to watch, where to watch it and 
when it’s available," Google said in 
a blog post. “In fact, searches for 
TV shows and fi lms on mobile have 
grown more than 55 per cent in the 
past year alone.” Google has not 
clarifi ed whether it would introduce 
this feature worldwide or only in 
the US.

Coded Talk
After WhatsApp and 
Apple, Viber, too, has 
rolled out end-to-
end encryption for 

all messages on its platform. 
The introduction of this feature 
means a third party can no longer 
intercept messages or calls on 
these apps, because they would 
be encrypted or coded as soon 
as the user sends them. Viber 
has also added other privacy 
features such as hidden chats and 
message deletion. “Hidden chats 
allows our users to hide specifi c 
chats from the main screen so 
no one but the user knows they 
exist,” Viber explained in a blog 
post. All the security features will 
be available on the app as well 
as desktop, mobile and tablet 
versions of Viber. It remains to 
be seen whether Facebook Mes-
senger, too, will follow suit. 
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Online shoppers who said they pur-
chased directly via social mediaReading reviews, comments 

and feedback (Base: 10,154)

Source: PwC, Total Retail Survey, 2016
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1972, 1979, 1987 and 2009 were
the major drought years since 1970

Droughts have been endemic in independent India and have taken their toll on the
domestic economy. In fact, India ranks 10th globally in terms of economic damage due
to drought since 1970 with a total loss of $2.3 billion. Still, drought accounts for only a 
small fraction of the havoc wrought by natural calamities in the country.

Research by: Avneet KaurGraphic by: Safi a Zahid
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An allocation of `33,581 crore has been made to the State Disaster Relief Fund (SDRF) - 
including the share of both the centre and the state governments - between 2010/11 and 

2014/15. SDR funds of the top 10 states is given below
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India ranks 8th among the countries
with highest economic damage due

to drought since 2000

Rank Country Total damage ($ billion)

1 United States of America 39.4
2 China 14.8
3 Brazil 8.1
4 Russian Federation 2.5
5 Australia 2
5 South Africa 2
7 Ukraine 1.7
8 India 1.5
9 Portugal 1.3
10 Italy 1.2

Damage caused by drought accounts up to 3 per cent to the total damage
caused by natural clamities to India since 2000
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The goal of making India a $10-trillion economy by
2032 is both feasible and challenging. It is a “stretch 
target” in corporate lingo, but not beyond what the 

economy can achieve. In the past 16 years, the size of 
India’s economy has roughly quadrupled in dollar terms. 

So, if we can maintain the same average rate of growth,
it should be possible to quadruple again in 16 years, 
thereby reaching close to $8 trillion. This assumes stable 
exchange rates, but more of that later. If we put in the 
“stretch performance” parameters, it shouldn’t be difficult 

A
J

A
Y

 T
H

A
K

U
R

I

Mission Possible
Niti Aayog’s $10-trillion GDP target, despite being too ambitious in the 
present global context, is not impossible to achieve. By AJIT RANADE
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to reach close to $10 trillion.
Alas, just as a map is not the actual territory, Excel 

projections are not actual economy forecasts. Past per-
formance does give us hope and confidence, but future 
growth is not a simple extrapolation. As a Yogi Berra 
aphorism says, “Prediction is hard, especially about the 
future”!

India’s growth in the next two decades will depend on 
the evolution or expansion of its labour, capital, savings, 
exchange rates and global disruptions caused by technol-
ogy, climate change and geo-politics. The first three are 
somewhat stable and predictable, but the others can go up 
and down wildly. A case in point is the famous BRIC report 
by Goldman Sachs, published in 2002. It forecast robust 
growth of these four large economies all the way to 2050. 

A digression: The original draft of the report had erro-
neously assumed that these countries’ currencies would 
appreciate against the dollar for 50 long years! Luckily, the 
main conclusion of that report can still be rescued after 
correcting for this. Hence, the Niti Aayog target needs to 
be careful about what is being assumed for the rupee-dollar 
relationship till 2032. If the rupee 
strengthens sharply, it would be easy to 
reach the $10-trillion target. Obviously, 
that’s not what is implied.

Three of the original four (now re-
christened as BRICS) are badly faltering 
in 2016, and the 2050 forecast is look-
ing wobbly. The acronym has survived 
(there’s a BRICS Bank, apart from annual 
BRICS summits, even though Goldman 
has closed its BRICS fund) but hazards of 
long-term growth forecasts are illus-
trated in this case.

For India, there is a structural basis 
for forecasting long-term growth, which gives us some 
confidence. In a macro sense, think of the economy as a 
black box, which receives inputs and produces output. 
The inputs are labour and capital, and output is gross 
domestic product or GDP. In an incremental sense, both 
labour and capital contribute roughly 2.5 per cent to ag-
gregate growth, and another 2.5 per cent comes from 
productivity increase. These three add up to a structural 
growth rate of around 7.5 per cent. This is the real GDP 
growth rate, stripped of inflation, and is unaffected by 
business, political or electoral cycles. It can go up or down 
a notch depending on climatic disruptions or reforms. The 
labour input has the advantage of India’s demography, 
whereas the capital input has the advantage of a high 
savings rate. This rather mechanical view fails to describe 
the quality of growth, the changing distribution of sectors, 
the rise of income inequality or how quality jobs are going 
to be created on a large scale. This is where you need more 
details. The vision presented by the Niti Aayog team, 
which set the $10-trillion goal, did have some sketchy, 

but insufficient, details. The brief presentation available 
on its website outlines eight themes for action. These are 
growth acceleration, employment generation, health and 
education, governance, farm sector focus, swachh bharat, 
energy and innovative budgeting. You can club them into 
conventional (labour, capital, hard and soft infrastructure, 
innovation) and non-conventional (swachh bharat, im-
proving governance) growth drivers. The beauty of this is 
that India always has huge upside potential (be it labour 
or capital productivity, crop yield, energy efficiency or 
whatever) as compared to global averages. As one cynical 
wag puts it, “India is a country with huge potential… and 
will always remain so!” What this emphasises is that on 
many metrics, we can only go up, not down.

The Niti Aayog blueprint projects 10 per cent annual 
growth, which looks too ambitious, especially in the 
present global context, which is not even lukewarm. 
Russia and Brazil are contracting, China is slowing, and 
Japan and much of Europe are stagnant. So, growth driv-
ers mostly have to be domestic, at least in the short run. 
Hence, the main driver is consumption and investment. 

In the current scenario, private sector 
investment spending is not forthcom-
ing. That’s because large corporates are 
struggling to pay off huge debts, their 
existing capacity utilistion is low, and 
they don’t have confidence about fu-
ture demand. Hence, in the short run, 
growth impetus has to come from fiscal 
push, especially for building infrastruc-
ture. This does not mean crossing the 
red line of fiscal prudence but increas-
ing the quality and efficiency of govern-
ment spending. India’s hunger for 
about a trillion-dollar infrastructure 

itself can give us sustained medium-term growth. This 
requires some credit guarantees, risk mitigation, quick 
resolution of disputes and participation of long-term pa-
tient risk capital (such as insurance funds).  

India aims to take the share of manufacturing in gross 
domestic product from 15 per cent to 25 per cent. Some of 
this can happen if we can grab the opportunity emanating 
from China due to its rising labour costs. But we must also 
note that the age of robotics, drones and 3D printing is 
upon us.  The future has no place for large-scale conven-
tional factory jobs. Driverless cars are already threatening 
to make millions of drivers jobless in the western world. 
One-third of the world’s 1.8-billion youth are neither work-
ing nor in schools and colleges. The challenge of generat-
ing jobs for youth is a global one. India has to chart a new 
non-China style path for creating jobs. Will it be in new 
sectors like renewable energy, or services sectors like 
health, education, IT and tourism? The next two decades 
hold the answer. ~

The writer is Chief Economist, Aditya Birla Group
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FOCUS e-Mandis

Cart Before the Horse?
A digitally unifi ed national agriculture market is a great idea, 
but where is the infrastructure? By JOE C. MATHEW 

When Prime Minister Narendra Modi 
launched the e-trading portal for 
agricultural produce on April 14, 

he was technically fulfilling one of his early 
promises made immediately after coming to 
power. But he may have just put the cart be-
fore the horse. The launch of the national ag-
riculture market (NAM) portal was meant to 
allow farmers to discover best prices for their 
produce by participating in e-auctions and 
selling agri-commodities to the highest bidder 
from anywhere in India. However, its imple-
mentation is easier said than done. 

An electronic marketplace for agricultural 
products may sound an easy task, but in real-
ity, could prove to be just the opposite because 
regulation of agriculture-related activities is 
the states’ responsibility. And the Central gov-
ernment’s plan to automate and free up agri-
cultural mandis will only be successful if states 
do away with the existing archaic rules and fill 
the huge infrastructure gap in the predomi-
nantly traditional mandi system, which limits 
the freedom of farmers to even sell their pro-
duce to licensed traders at the nearest mandi. 

The portal is yet to become national in its 
true sense. As of today, it provides real-time 
information, on a pilot basis, about the prices 
of a select list of commodities that are being 
traded (electronically or otherwise) in 21 man-
dis across eight states. The participating states 
have already reformed their Agricultural 
Produce Market Committee (APMC) Act to 
ensure a single licence across states, a single-
point levy of market fee and a provision for 
e-auctions as a mode for price discovery.

The scheme is modelled after a Karnataka 
government initiative, where 51 mandis and 
sub-yards are linked through a common mar-
ket platform. The Rashtriya e-Market Services 
(ReMS) manages the automated auction and 
post-auction facilities, including weighing, 
invoicing and collecting market fees. The net-
working mandis also have standard checking 
facilities and enable warehouse-based sale of 
produce and commodity funding. 

NAM needs to catch up with a similar sup-
port infrastructure, if not an improved version, 
to be successful. According to Ajay Vir Jakhar, 
who heads Bharat Krishak Samaj, there is 
complete lack of clarity on several operational 
issues that are key to running a “national” 
e-mandi pilot. Lack of uniform rules, including 
the need to define the permissible level of mois-
ture content, can make transactions litigation 
prone, he says. Lack of clarity on a dispute-
resolution mechanism related to inter-state 
transactions is yet another grass-root level is-
sue that has not been touched upon. 

M o r e  c r i t i c a l  i s  t h e  v o l u m e  o f 
transactions that happens as one cannot 
invest in physical infrastructure to facilitate 
e-trading of seasonal produce. It would take 
several years before one can see a near 
perfect e-trading platform that makes a 
difference to farmers’ lives. The launch of the 
portal before fixing the operational problems 
does not, however, reduce the significance of 
the project. A beginning had to be made. 
And, Modi did it. But, the e-mandi project will 
remain a work in progress. ~

@joecmathew
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FOCUS Mergers & Acquisitions

Not a Zero Sum Game
The revised thresholds for M&A notification will reduce the cost
of doing business. But the competition regulator needs
to increase its focus on investigative work. By MADHAV RAGHAVAN

By revising the minimum threshold for
mandatory notifications of merger and
acquisition deals upwards last month,

the Ministry of Corporate Affairs (MCA) has
outlined the Competition Commission of
India’s (CCI) priorities more investigative
powers to curb anticompetitive practices and
less merger control.

According to the new framework, compa-
nies of a certain size must notify a potential
deal to the CCI, which then decides whether it
has an adverse effect on competition. Firms
either the acquirer or the one being acquired

with minimum assets of `2,000 crore or a
turnover of `6,000 crore must notify the CCI of
their M&A plans. For global firms, the mini-
mum threshold has been revised to $1 billion

of assets, including assets of at least `1,000
crore in India, or a turnover of $3 billion, with
at least `3,000 crore in India. Thresholds have
been doubled for group companies.

“The revised thresholds serve the dual
purpose of restricting the CCI’s review to M&A
activity that has the potential to affect the
market and reducing transaction costs for
smaller deals,” says Samir Gandhi, Head,
Competition and Antitrust Practice, AZB &
Partners, a law firm. “The increased thresh-
olds for notification are certainly a welcome
change, both for the business community
and the CCI.”

In a sense, the signs were clear. “The revi-
sion in the thresholds should be seen in the
context of the government’s goal of improving

IT IS PRESUMED 
THAT DEALS THAT 
DO NOT BREACH 
THE THRESHOLD 

HAVE LITTLE 
ADVERSE EFFECTS 
ON COMPETITION
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the ease of doing business in India,” says Payal
Malik, former economics advisor at CCI. She is
also of the opinion that the move will improve
the chances of Indian companies to be globally
competitive. “Increasing the threshold is a step
in the right direction because it is important for
the Indian industry to attain scale efficiencies.”

It is presumed that deals that do not breach
the threshold have little ad-
verse effects on competition.
“It (reduction in the number
of notified deals) will largely
relate to transactions that in
any event have little or no
market effect, and would only
have resulted in technical fil-
ings,” adds Gandhi. “The syn-
ergies from smaller deals
might outweigh any potential
adverse effect on competi-
tion,” says Malik.

The number of combina-
tions (mergers or acquisitions)
notified to the CCI had gone up
significantly over the past five
years – from 81 in 2009/10 to 586 in 
2014/15. “I believe that the new thresholds 
will bring down the total number of notified 
deals by 20-25 per cent,” says Gandhi. Ravi-
sekhar Nair, Partner, Compe-tition Law at law 
firm ELP, however, put the figure at 15-20 per 
cent.

In any case, the raised thresholds should 
have a positive effect on the cost of doing busi-
ness. In addition to the cost of filing an applica-
tion – between `15 lakh and `50 lakh, depend-

ing on the nature of the deal and legal fees – the 
uncertainty and time taken to close such deals 
was always a concern.

Sample this: the CCI had stated in 2011 
that it will give a ruling within 30 days of filing 
a valid notice. In 2015, it changed the defini-
tion to 30 working days (approximately 42 to 
45 days) an increase of almost 50 per cent. 
Further, the clock would often stop with the CCI 
requesting third party information, or when it 
scheduled hearings to get clarifications on is-
sues it had doubts about. 

“We advise our clients who need to file 
with the CCI that it could take three to five 
months to get the necessary clearances in rela-
tion to transactions that are relatively straight-
forward,” says Nair. This amounts to a signifi-
cant delay, especially with global deals that 
need clearances from competition regulators 
of every jurisdiction. Now that the CCI is of the 
view that smaller deals do not have an adverse 
effect on competition, the raised threshold for 
notification will allow global deals with a small 
India presence to go through smoothly. Nair, 
however, clarifies that “transactions which 
present significant competition law concerns 
could take longer to be cleared”. 

All of this should lead to 
the CCI focusing more on its 
investigative capacity. Part of 
the regulator’s mandate is to 
find and examine incidences 
of anti-competitive behaviour 
(cartels) or abuse of domi-
nance (predatory pricing). 
The number of such contra-
ventions noted by the CCI had 
gone up from 81 in 2009/10 
to 128 in 2014/15. Monetary 
penalties, too, have signifi-
cantly risen in the past five 
years – from `854 crore to 
`2,592 crore during the same 
period. But in a relatively un-

developed market economy such as India’s, it 
is likely that anticompetitive practices abound. 

India has some way to go to catch up 
with mature competition regimes, such as 
the UK, the US or Europe. And, it remains to 
be seen whether the reduced paperwork from 
the new rules will  allow the CCI to 
concentrate more on anticompetitive 
behaviour and abuse of dominance. ~ 

The author is a freelance 
journalist based in Delhi

FOCUS Mergers & Acquisitions

INDIA ASSETS  TURNOVER

Either acquirer or 
target or both have: `2,000 crore or `6,000 crore

Group to which the 
target will belong to 
must have:

`8,000 crore or `24,000 crore

WORLDWIDE ASSETS  TURNOVER

Either acquirer 
or target or both 
(or merged entity) 
must have:

$1 billion, with 
Indian assets of at 
least `1,000 crore

or
$3 billion, with India 
turnover of at least 

`3,000 crore

The group has:
$4 billion, with 

Indian assets of at 
least `1,000 crore

or
$12 billion, with India 
turnover of at least 

`3,000 crore

THE REVISED THRESHOLDS FOR NOTIFICATION 
OF COMBINATIONS TO THE CCI

NOW THAT THE CCI 
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THAT SMALLER 
DEALS DO NOT 

HAVE AN ADVERSE 
EFFECT ON 

COMPETITION, THE 
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FOR NOTIFICATION 
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WITH A SMALL 
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FOCUS Data Security

Sitting Ducks
The recent hacking of a global banking network shows how
even the most secure systems are vulnerable. By DIPAK MONDAL

Wh e n h a c k e r s a t t a c k e d t h e
Bangladesh Bank network in
February, stealing $81 million

touted by many as one of the biggest bank
heists so far nobody knew that cyber attack-
ers had compromised the very backbone of a
secure banking messaging network.

It was only recently that SWIFT network
the global messaging network through

which financial institutions send payment in-
structions through a system of codes admit-
ted that the hackers had compromised its sys-
tem and asked its clients to install an upgrade.

The enormity of the attack can be under-
stood by the fact that SWIFT is used by 11,000
banks and financial institutions to send bank-
ing transaction instructions. The network
processes around 25 million messages daily for
transactions worth billions of dollars.

The fact that the hackers had breached one
of the most secure financial networks prob-
ably not for the first time and certainly not the

last is a stark reminder that we were probably
a few clicks away from losing not only our
money to cyber pirates, but also our identity
and other sensitive information.As every detail
and data under the sun is getting digitised and
stored in secure codes in computer servers
across the world, the danger of them being
exposed to unscrupulous computer geeks
breaking into secured networks has grown
manifold.

Attacks getting bigger
The attack on the SWIFT network is just an-
other example of high-profile ‘secured’ com-
puter systems being compromised. In one of
the biggest examples of data theft and cyber
attack in recent times, hackers broke into the
system of Office of Personnel Management in
the US and stole four million biometric data,
though, unofficially, the number was pegged
at 18 million. In yet another example, hackers
had breached the payment systems of Home

INDIA'S DIGITISED 
CITIZENS’ RECORDS 

– BIOMETRIC 
DETAILS, TAX 

RETURNS, PAN – 
NEED TO BE 

PROTECTED FROM 
CYBER ATTACKS
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Depot an online home improvement retailer
–and stole 56 million debit and credit card de-
tails of customers in September 2014. 

A month later, in October, JP Morgan 
Chase & Co. systems were attacked and 75 
million-80 million records were compromised. 
In the dating website Ashley Madison cyber 
attack case, hackers had gained access to mil-
lions of customer information, including 
names and emails, and made it public, causing 
a lot of embarrassment to many of its subscrib-
ers. In yet another case, hackers had leaked 
personal information of employees and copies 
of unreleased movies of Sony Pictures 
Entertainment in November 2015. While the 
monetary loss could not be ascertained, the 
film studio had to set aside $15 million to deal 
with losses caused by the hack.

“These attacks are not necessarily always 
for immediate monetary gain – this, however, 
continues to be the main motive of attackers 
– some breaches can be for purely with the 
objective of causing loss of reputation to an 
organisation. But invariably, there is huge cost 
attached (in the form of damages paid and 
lawsuits, etc.) to such attacks,” says  Reshmi 
Khurana, Managing Director and Head of 
South Asia, Kroll, a company which provides 
risk solutions to its customers.

In the case of Ashley Madison leak, the 
company is facing a $578-million lawsuit by 
clients. In the Home Depot case, the company 
is likely to pay $20 million in compensation to 
consumers affected by the data breach.

India not insulated
In India, we have not yet heard of such large-
scale cyber attacks. However, as domestic in-

stitutions are getting more and more inte-
grated to global systems such as SWIFT – as 
many as 11 banks are already in different 
stages of implementing the SWIFT network in 
India – we are becoming vulnerable to such 
threats. According to data from CERT-IN, a 
government nodal agency that deals with cy-
ber security threats, the number of cases in-
creased almost five times from 22,060 in 2012 
to 105,301 in 2014. 

Besides, given the pace at which India is 
digitising its citizens’ records – biometric de-
tails, tax returns, PAN, to name a few – we are 
as prone to cyber attacks as any country in the 
West. If  the US Office of Personnel 
Management data can be breached, so can the 
biometric data collected through Aadhaar. 
“The biggest challenge with biometric data 
getting stolen is that these details are not just 
unique and very specific to individuals, but 
they cannot be changed once they have been 
stolen,” says Atul Gupta, Partner, IT advisory, 
KPMG in India.

Undermining the Risk
Cyber security experts say the risk is enormous, 
but there is lack of urgency at many levels. 
Says Gupta: “Our fundamental view is that it 
is no longer a technology risk, it is a business 
risk and until organisations are mature 
enough to start looking at it as a business risk, 
the risk of such attacks will be very significant.”

Experts also believe the level of awareness 
about the risks of data theft is not very high in 
India. “People do not realise that personal data 
stolen can be used by hackers to assume the 
identity of a person to take loan, credit cards 
and even use it to avail social security benefits,” 
says Khurana. 

The breach can happen at any level. For 
instance, hackers broke into the Bangladesh 
Bank network to breach SWIFT’s global net-
work. Therefore, Gupta says, whenever or-
ganisations engage with a third party, they 
must also give proper importance to its cyber 
security system. “In most cases, however, the 
due diligence process is mostly about the third-
party’s financials and not so much about its 
cyber security structure,” he adds. The key to 
avoiding cyber security threats is to identify the 
most vulnerable assets, say cyber experts, as 
given the frequency and scale of cyber attacks, 
such negligence can prove too costly. ~

@Dipak_Journo

FOCUS Data Security

HACKED: MOST RECENT ATTACKS OF OUR TIMES
CASE SCALE LIKELY MONETARY LOSS

Ashley 
Madison data 
breach

Accessed information of 
millions of customers, 

including names and emails 

$578 million 
(lawsuit filed)

JP Morgan 
Chase

Data of 80 million accounts 
stolen, exposing names, phone 
numbers, emails of customers

$250 million 
(spent on improving 

security by the bank)

Breach of  
SWIFT 
network

Tried to transfer $951 million 
from Bangladesh Bank $81 million

Home Depot 
breach

Obtained details of 56 million 
debit and credit cards

To pay $20 million 
in damages

Sony Pictures 
hacking case

Stole 100 terabytes 
of data, including copies 

of unreleased movies

$15 million 
(provision made)





The Elephant Spits Fire...

FOCUS  Column     

By K.C. SINGH

The cancellation of visa of 
Dolkun Isa, secretary of the 
World Uyghur Congress, 

wishing to attend a conference at 
Dharamsala organised by the US-
based group, Initiatives for China, 
alternatively called Citizen Power 
for China, which Dr Yang Jianli 
heads, raised a furore in India on 
social media and television. He is a 
former Berkeley University student 
who returned to China to join stu-
dent protests at Tiananmen Square, 
Beijing, in 1989. Escaping the 
clampdown, he turned activist for 
bringing, as his group proclaims, a 
“peaceful transition to democracy 
in China through truth, under-
standing, citizen power and coop-
erative action”. 

Thus, Isa’s visa is but a small part 
of a larger move underway, clearly 
with the Indian government’s bless-
ing, as no such conference can be
held without Ministries of Home
and External Affairs approving it.
The US connection of the group and
the eclectic mix of invitees from di-
verse regions and minority religions
of China, as indeed its venue adjoin-
ing the Tibetan government-in-ex-
ile, raise interesting questions.

The visa cancellation was initially 
explained by government sources 
as due to a red corner notice against 
him. Then a more credible explana-
tion was presented that he had mis-
stated the purpose of visit as tour-
ism, when he was really attending 

a conference. However, Isa lives in 
Germany and the same red corner 
notice, generated on Chinese re-
quest by Interpol, is being treated as 
mere harassment of a dissident. The 
US, too, had allowed him to visit 
prior to the Nuclear Security 
Summit last month to receive an 
award, even though Chinese 
President Xi Jinping was to attend 

the only one-on-one meeting with 
President Barak Obama on the side-
lines of the event. Perhaps those 
calibrating a new forward policy on 
China here felt that Isa’s visa was 
too provocative. 

What then is this new China pol-
icy, which encompasses India 
warming up to Chinese dissidents 
with strong US connections? A his-

...but with caution — preparing the ground to emerge as a 
counterweight to China with tacit support from the West.
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torical perspective will be useful. It is 
now generally accepted that in 1954 
when India concluded the Five 
Principles of Peaceful Coexistence 
with China, thereby recognising 
Chinese control of Tibet, India 
should have made the settlement of 
border issues a precondition as the 
Sino-Indian border was merely the 
erstwhile Indian border with Tibet. 
Instead, as the Chinese began to sup-
press Tibetan culture, India was 
drawn into Tibetan affairs due to 
historical and religious links with 
the land. India giving refuge to Dalai 
Lama in 1959 set the stage for the 
eventual spill-over of Chinese dis-
trust into actual war in 1962. India 
erred in being unprepared militarily 
to back its cartographic claims and 
to stymie China from embarrassing 
India internationally by inflicting a 
military defeat. Nehru, who had 
projected India way beyond its mili-
tary-economic strength, was never 
the dominant statesman after 1962.

Since then, China has used sur-
rogates like Pakistan to stymie India 
and constrain it to South Asia. The 
Sino-Pakistan border settlement in 
disputed Kashmir in 1963, with 
Pakistan ceding Sakshgam Valley 
to China, was the start of their stra-
tegic convergence. China could not 
help Pakistan much in the India-
Pakistan war in 1971 as it was en-
grossed in the debilitating Cultural 
Revolution, which started in 1966 
and ran almost till Mao’s death in 
1976. Separately, it kept up clan-
destine help to separatist groups in 
India’s north-east to drain the 
Indian army’s resources. 

Other than hosting the Dalai 
Lama, under conditions that con-
strain him from actions that may 
upset China, India, post-1962, has 
avoided baiting China by espousing 
human rights or democracy that are 
the essence of modern India. But 
numerous factors are now driving a 
re-think in India on reacting differ-

ently to Chinese provocations like 
PLA presence in Pakistan Occupied 
Kashmir, the Sino-Pak economic 
corridor via the same disputed area, 
and finally vetoing the listing by 
UNSC’s Counter Terror Committee of 
Pakistani terror masterminds like 
Maulana Masood Azhar.

Firstly India, today, has a nation-
alistic government under an asser-
tive leader, much like leaders in 
China, Japan and Russia. US may be 
next, were Donald Trump to beat the 
odds and win. As economic power 
shifts to Asia, China will find that 
countries like India have new strate-
gic options as big powers who in-
dulged China during its rise, now 
perceive it as a threat to interna-
tional order and security. Its surro-

gates like Pakistan and DPR of Korea 
cause regional instability, their 
irresponsible behaviour protected by 
weapons of mass destruction, ob-
tained courtesy Chinese transfer of 
technologies clandestinely. 

Secondly, China faces serious 
economic and demographic chal-
lenges. Some estimates are that by 
2050 its share of global production 
may not exceed 20 per cent, when 
the US and EU will have around 17 
per cent each. India may be 7 per 
cent, with Japan at 5 per cent. Thus 
in the Indo-Pacific region, a conver-
gence between India, Japan and the 

US would total 29 per cent, way 
ahead of China. Similarly, a combi-
nation of EU, the US and Japan will 
be 39 per cent, again exceeding 
China’s. The Dharamsala confer-
ence may be leaves in the breeze, 
but India may have begun reposi-
tioning as the counter-point to 
China in Asia, amplifying the voice 
of freedom and human rights. 

The danger is of China adopting 
counter-measures. However, if India 
plays its cards right, then India of 
2016 is different from Nehru’s India 
of 1960s. From nonalignment, it is 
transitioning to multi-alignment, or 
what can also be called quasi-alli-
ances, or overlapping partnerships. 
The only danger is from emerging 
trade blocs like the Trans Pacific 
Partnership (TPP) being led by the 
US, or the Chinese One Belt One 
Road underpinning their constructs 
l i k e  S h a n g h a i  C o o p e r a t i o n 
Organisation (SCO) and Regional 
C o m p r e h e n s i v e  E c o n o m i c 
Partnership (RCEP). The challenge 
thus is to build up the soft power 
weapon while not irritating the 
Chinese enough to have them slam 
the door on India in economic blocs. 

India is emerging as a classic 
swing power in Asia. Analogous to 
the 19th century balance of power 
game where Germany – a rising 
power – successfully hedged among 
five European powers, that is, 
Austria, Britain, France, Germany 
and Russia, as long as Chancellor 
Otto von Bismarck’s steady hand 
held the reins. After him, Germany 
tumbled into two devastating world 
wars. Hopefully, the strong leaders 
guiding Asia’s rising and estab-
lished powers, coincidently also 
five, that is, China, India, Japan, 
Russia and the US, will be like 
Bismarck, and not his successors.  ~

The author is former 
ambassador to the UAE and 
Iran, and former Secretary, 

Ministry of External Affairs

AS ECONOMIC POWER 
SHIFTS TO ASIA, CHINA 

WILL FIND THAT 
COUNTRIES LIKE INDIA 
HAVE NEW STRATEGIC 

OPTIONS AS BIG 
POWERS WHO 

INDULGED CHINA 
DURING ITS RISE, NOW 

PERCEIVE IT AS A 
THREAT TO 

INTERNATIONAL 
ORDER AND SECURITY
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Bet 
with 
Debt
RIL’s debt has shot 
up to `95,000 crore.  
It will spend another 
`60,000 crore 
this fi scal.  Will the 
massive borrowings 
dent its balance sheet?   
By NEVIN JOHN

R
eliance Industries (RIL), 
India’s largest private oil 
refiner, is in the final stage 
of its biggest-ever invest-
ment cycle for launching a 

digital 4G business (Jio), expanding 
petrochemical facilities and making 
its refineries more efficient. For RIL, a 
large capital expenditure cycle is not 
unusual. However, the sheer scale of 
the investments this time, and the 
unusually high debt it is taking for 
that — remember that founder 
Dhirubhai Ambani built RIL on the 
strength of small shareholders and 
singlehandedly made equity invest-
ing popular in India — is making 
investors jittery. Especially as newer
investments such as in shale gas in
the US and retail are not adding much
to the bottom line, leaving it depend-
ent, some say over-dependent, on re-
fining and petrochemical verticals.

In the last financial year, for in-
stance, it spent `1,13,000 crore 

Mukesh Ambani, 
Chairman, RIL
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`54,000 crore in refining and petro-
chemicals, `50,000 crore in Jio and 
`5,000 crore in shale gas exploration 
and production (E&P) in the US, be-
sides others. The total investment in 
the digital business is now `1,20,000 
crore. The business will take in 
`30,000 crore more in 2016/17. Plus, 
the company will invest another 
`30,000 crore in refining and petro-
chemical verticals, say executives. 

RIL’s gross debt is `1,81,079 
crore. After adjusting for `86,033 
crore cash, the net debt comes to 
around `95,000 crore. While such 
high debt will put stress on the bal-
ance sheet, even hit the bottom line 
for some time, the question analysts 
are asking is — can RIL come out 
unscathed from this debt binge? And, 
will it be able to again become a net 
debt-free company, a target that 
Chairman Mukesh Ambani has set 
for 2017/18, especially as the cut-
throat telecom sector, its latest and 
largest bet, has been a graveyard of 
several business ambitions?

The Trigger 
The key to these questions lies in 
RIL’s expansion from 2005 to 2009, 
when its debt quadrupled to `76,250 
crore. A lot of this went into the sec-

ond refinery and the KG D6 block off 
the Krishna-Godavari basin. After 
the start of cash flow from these two 
assets, in 2009/10, RIL’s profit before 
interest, depreciation and tax, or 
PBIDT, jumped 64.5 per cent to 
`41,685 crore. The high cash flow 
from these investments helped RIL 
achieve resilience of global stand-
ards. It started reducing debt on the 
one hand and accumulating cash on 
the other. It turned net debt-free in 
2011 on a standalone basis. After 
that, in spite of the sharp fall in gas 
production from KG D6, it kept gener-
ating `40,000-45,000 crore PBIDT a 
year, partly due to the US shale gas 
business but largely due to local pet-
rochemical and refining assets.

Shareholders wanted to deploy 
the cash pile in high-return busi-
nesses. But Chairman Mukesh 
Ambani was cautious because of the 
global downturn and failure of the 
E&P programme in India. Still, he 
invested in shale gas — by acquiring 
stakes in three joint ventures in the 
US — and took the big telecom bet.

The Roadblocks
However, some of the latest ventures 
have not gone off as smoothly as the 
earlier ones. The launch of Jio has 

been delayed, and that too more than 
once. At the 2013 meeting of share-
holders, Ambani had said the launch 
would take place in 2014. The next 
year, he said the services would start 
in 2015. Now, after the 2015/16 re-
sults, executives said the rollout 
would happen in three months, and 
pan-India operations would start by 
the end of the year. The company is 
targeting 100 million subscribers by 
the end of the first year. The largest 
player, Bharti Airtel, has 264 million 
customers, while the second, 
Vodafone India, has 185 million. 

The expansion of petrochemical 
facilities has also hit a speed bump. 
According to Nomura analysts Anil 
Sharma and Ravi Adukia, parax-
ylene and coke-gasification projects 
have been delayed. “Reliance’s entire 
ongoing refining and petchem ex-
pansion is likely to completed by the 
end of the financial year with major-
ity of benefits likely to flow from the 
next financial year,” they said in a 
report.

Alhough one of RIL’s earlier in-
vestments, the second refinery, has 
been a show stealer, the $10.5-billion 
investment in KG D6 is stuck because 
of the reservoir’s geological complex-
ity. At present, D1 and D3 are produc-

RIL’s gross sales have been sliding, even as operating profits have been rising…
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ing 13-15 mscmd gas, compared
with 60 mscmd in 2010. The com-
pany, though, has recovered most of
its costs by selling gas and 30 per
cent stake in upstream assets to BP
PLC for $7 billion.

Similarly, shale gas investments
in the US, about $8.2 billion, are
suffering due to the fall in gas prices.
RIL’s revenue from the business fell
45.8 per cent to `3,256 crore in
2015/16 compared to the 83.8 per
cent fall in earnings before interest
and tax, or EBIT, to `316 crore. “We
will continue scaling down the
investments in shale gas assets
because of lower energy prices this
year,” said RIL’s Joint Chief Financial
Officer Srikanth Venkatachari. At
present, no rigs are in operation in
any of the company’s US joint
ventures. RIL wrote off `3,261 crore
as i mpa i r ment cha rge a f ter
depreciation of asset values in the
US. It had, though, got `3,684 crore
from sale of stake in the midstream
pipeline business in the US.

Organised retail has also not
taken off. Reliance Retail initially 
faced competition from unorganised 
players and direct competitors such 
as Big Baazar. Now, the scene has 
cha nged w ith the advent of 
Amazon, Flipkart and Snapdeal. In 
the last financial year, it posted 
revenue and EBIT of `21,612 crore 
(up 22.5 per cent) and `506 crore 
(up 21.3 per cent), respectively. 
Analysts don’t foresee any sharp rise 
in profits from the retail business in 
the near future. 

Treasury King
The debt, say experts, is high but 
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nowhere near crisis levels. This is
because RIL’s EBIT from refining and
petrochemicals, `23,598 crore (up
49.1 per cent) and `10,221 crore (up
23.3 per cent), respectively, in
2015/16, continue to be strong.
These two will continue to make a
lot of money. Expansion of petro-
chemical facilities is expected to in-
crease segment revenue by 50 per
cent in the next financial year. In
2015/16, too, refining and petro-
chemical verticals helped RIL post
17.2 per cent growth in net profit to
`27,630 crore despite the difficult oil
market.

Another area where RIL does ex-
tremely well is treasury operations.

In 2015/16, it earned `3,026 crore 
interest income (compared to `4,513 
crore in the previous financial year). 
This was almost the same as the in-
terest paid — `3,316 crore in 
2014/15 and `3,608 crore in 
2015/16 — which is surprising con-
sidering that its gross borrowings are 
double its cash and cash equivalents. 
One reason for such a performance is 
the way it deploys short-term cash. 
“RIL keeps about `30,000 crore for 
working capital. The treasury de-
ploys this for the short term at high 
rates,” says a Mumbai-based analyst. 

Company executives also say 

that a big chunk of the loans is either
supplier’s credit or Exim borrowings

from US, Korea, Germany and
Italy. For instance, the investment
break-up for Jio is `45,000 crore
equity, `33,000 crore debt and
`42,000 crore from creditors for
capex and long-term spectrum liabil-
ities. Exim loans have a moratorium
of two-three years and low rates.
“We have domestic credit rating of
AAA from CRISIL and FITCH and in-
vestment grade rating for interna-
tional debt from Moody’s (Baa2) and
S&P (BBB+). This helps us borrow at
low rates from international mar-
kets,” says an executive.

The management has said that
the net debt will peak at `1,15,000
crore by the end of the financial year,
according to Kotak Institutional
Equities Research analysts Tarun
Lakhotia and Simran Kaur. The
company will also have to incur
working capital expenses, which are
relatively lower, for the digital busi-
ness. That is why the performance of
Jio is crucial. RIL is prepared to keep
investing till 2020. After that Jio will 
have to repay loans from its own 
cash flow. 

Ambani said in the 2014 
annual general meeting that the 
company was at an inflection point 
in its journey to create value for 
stakeholders. “In the next two 
years, we will go up in debt to about 
`60,000 crore. Our goal is to 
become debt-free by 2017/18 on a 
much larger base,” he said. 

For RIL, it sure is going to be a 
challenging phase. ~

@nevinjl
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Strong Treasury
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POWERLESS
The UDAY scheme for struggling power distribution 
companies is converting banks’ high interest bearing 

loans into low yielding investments. What does it 
mean for the balance sheet of banks? By ANAND ADHIKARI 

I
n early 2000, state-owned power producers 
such as NTPC were forced to sign a `40,000 
crore one-time settlement with state-owned 
power distribution companies (discoms). The 
states issued tax-free bonds to power produc-
ers as recommended by the group of experts 
headed by former member of planning com-
mission  Montek Singh Ahluwalia. In less 
than a decade, the discoms were back with a 

begging bowl before the banks to restructure over `2 
lakh crore outstanding loans. Banks did restructure the 
loans, but not without setting stringent conditions for 
revival including increasing power tariffs, cutting dis-

WHERE THINGS STAND

Total bank loans to 
power discoms

4,30,000

Loan transferred to 
UDAY scheme 

so far  

1,96,000

UDAY bonds 
issued by March 

31, 2016

1,00,000

UDAY bonds 
to tap the 

markets soon

96,000

Figures in ` crore; 
Loans outstanding as 

on September 2015
Source: Power 

Ministry/ Market

tribution losses and also reducing power costs. But that 
was not to be. 

In the past five years, the performance of discoms 
has only deteriorated, with accumulated losses at a 
staggering `3.8 lakh crore. The outstanding loan has 
more than doubled, from `2 lakh crore to `4.3 lakh 
crore. Indeed, the discoms are on the verge of default 
on an amount of `40,000 crore this year as the princi-
pal repayment was due to banks. The government, as 
it had done earlier, pulled another rabbit out of its hat 
to save the discoms. The Ujwal Discom Assurance 
Yojana (UDAY) has states taking over 75 per cent of the 
loans of discoms by March 2017. The states, in turn, 



will issue bonds to lending banks and other market 
participants. The balance 25 per cent of the loan on the 
books of discoms will be converted into credit at conces-
sional rate – base rate plus 10 basis points or issued as 
bonds in the market. Call it yet another financial re-
structuring or a permanent revival strategy, the UDAY 
scheme comes with similar promise of improving op-
erational as well as financial performance. And in the 
bargain, the banks, especially the public sector banks 
are once again getting shortchanged as they will end 
up subscribing to UDAY bonds. 

Losing Interest 
The outstanding loan of ` 4.3 lakh crore, earning 14-15 
per cent annually for lenders (around `64,500 crore), 
will now earn 8-9 per cent (`38,700 crore). Now, given 

a choice, the banks would like to shed their exposure to 
discoms and use the funds for other activities where 
they could garner similar or higher returns. 

Rajat Bahl, Director at CRISIL Ratings, in his recent 
report has said that the profitability impact of this con-
version of loan into bonds would be around `4,300 
crore per year, which amounts to 8 per cent of the 
profits of PSBs estimated for 2016/17. Clearly, the banks 
with higher exposure to discoms like Canara Bank, 
Bank of India, Central Bank of India and Syndicate 
Bank will get more impacted as  compared with banks 
which have a lower exposure to the sector including  
IDBI Bank, Allahabad Bank and Andhra Bank. Bankers, 
however, defend the UDAY scheme. “Had UDAY bonds 
not come, the power exposure of some of the banks 
would have become NPAs. The banks would have been 

in bigger trouble,” says Praveen Kumar 
Gupta,  M D (C ompl ia nce & R i sk 
Management) at State Bank of India. K. 
V. Brahmaji Rao, Executive Director at 
Punjab National Bank (PNB), lists out the 
benefits in the bank's balance sheet. 
“The risk weights of these power loans 
would no longer be needed, which 
would save much needed capital. The 
banks will also have the benefit of writ-
ing back the provisions in some of these 
re st r uct u re d loa ns,” p oi nt s  out 
Brahmaji Rao of PNB. 

Rating agency ICRA says that as the 
discom loans exposure attracted a risk 
weight of 20 per cent of the capital, the 
banks' capital adequacy will improve  
on conversion into bonds. ICRA has esti-
mated total capital relief in the range of 
Rs 4,000-5,500 crore. 

Similarly, CRISIL estimates PSBs to 
benefit from a one-time provisioning 
w r it e  back of  `5,0 0 0 c ror e  on
r e s t r u c t u r e d  l o a n s  o f  t h e 
discoms.  
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OVEREXPOSED
Banks are neck deep in loans to discoms

Canara 
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26,300
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Union 
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Figures in ` crore; Source:  Motilal Oswal Securities Limited

Had UDAY bonds not come, the power exposure 
of some of the banks would have become NPAs. 
The banks would have been in bigger trouble”

PRAVEEN KUMAR GUPTA, MD (Compliance & Risk Management), State Bank of India 
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Not an Efficient Instrument 
The biggest disadvantage of UDAY bonds 
for banks is the non-SLR (Statutory 
Liquidity Ratio) state development bond 
(SDL) status granted to them. Banks can 
borrow against SLR securities from the 
RBI window whenever they need 
money. SLR refers to the amount banks 
have to invest (currently a minimum of 
21.25 per cent of net deposits) in the 
form of cash or gold or government ap-
proved securities before providing 
credit to the customers. Currently, the 
market borrowing by the Central gov-
ernment through G-Sec and the states 
through SDLs enjoy SLR status. Many 
banks hold SLR securities in excess of 
the prescribed minimum limit. 

Bankers say UDAY bonds command 
a higher coupon rate, which actually 
compensates for the non-SLR status. 
The Rajasthan state government, for 
instance, recently issued its 10-year SDL 
at 8.09 per cent. The 10-year G-Sec 
paper was priced at 7.59 per cent. The 
UDAY scheme envisaged a maximum 
coupon of the 10 year G-Sec rate plus 
75 basis points. As a result, Rajasthan's 
UDAY bond was issued at 8.33 per cent.

Meanwhile, UDAY bonds are also 
allowed in the Held-to-Maturity (HTM) 
category. It protects banks from making 
any mark-to-market losses on these 
investments in the eventuality of a 
crash in bond prices. For instance, im-
agine that the bonds are not liquid and 
the interest rate goes up over the next 
10-15 years. In such a scenario, there 
will be no demand for low-interest bear-
ing UDAY bonds. The lower return 
would also impact the profitability of 
the banks. “But HTM is not an efficient 
way of running a treasury operation. 
The treasury in a bank is meant to 
maximise the returns from investment 
portfolio,” says a debt market dealer. Bankers point out 
that there is a provision for transferring the HTM port-
folio to available for sale (AFS). Rating agency ICRA in a 
report says that banks could consider selling UDAY 
bonds to protect their net interest margin (NIM) since 
their credit exposure is getting converted to more liquid 
SDLs. But it is easier said than done. The AFS conver-
sion will also substantially expose these SDLs to

 mark-to-market losses. 
There is also a trading risk in UDAY 

bonds as even SDLs that which enjoy SLR 
status are thinly traded in the second-
ary market. Central government backed 
G-Sec dominate the volumes. For exam-
ple, the G-Sec market saw a transaction 
volume of Rs 92,06,700 crore in 
2014/15 whereas SDL volume settled at 
`1,88,600 crore. “So, where is the place 
for UDAY bonds, which are non-SLR 
when SDLs with SLR status are not 
traded frequently,” says a debt dealer. 
Arun Khurana, Head (Global Market 
Group) at private sector IndusInd Bank, 
explains: “Normally, banks put SDLs in 
the HTM category and hence it doesn't 
come for trading.”  

The SDL market is still to develop as 
there are anomalies like higher coupon 
rate than G-Sec despite being sovereign 
backed and enjoying SLR status. 
Therefore, the market appetite for non-
SLR UDAY bonds is still unclear. “The 
banks will need to provide liquidity in 
the market. If the bonds do not circulate 
and banks withold selling, there may 
not be much liquidity,” says Killol 
Pandya, Head (Fixed Income) at 
Peerless Mutual Fund. The secondary 
market demand for UDAY bonds would 
be restricted because of higher power 
exposure of many public sector banks 
(PSBs). “Any fresh exposure by way of 
UDAY bonds will be taken in a compos-
ite way to compute the total power ex-
posure. Globally, bond and loan expo-
sure to a particular sector is treated on 
par. Both are credit instruments,” says 
the CEO of a private sector bank. Clearly, 
PSBs, which dominate banking with 
two-third share of deposits and ad-
vances, would like to avoid enhancing 
their exposure to the power sector – 
particularly discoms – by way of bonds. 

That leaves insurance, mutual funds and private and 
foreign banks in the secondary market to absorb them. 

Many suggest LIC could easily absorb these bonds. 
Pravin Kutumbe, Executive Director at LIC, says that 
the bonds are attractive and there is no possibility of a 
default. “The RBI will see to it that the payment is made 
to investors. In fact, RBI and the state has a mechanism 
of overdraft in case of a default,” says Kutumbe.
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UDAY IS A 
TEMPORARY 
RESPITE FOR 
BANKERS...
 • Big relief from loans 

turning into NPAs in 
the books

• No capital charge or 
risk weight provisions 
in UDAY bonds, freeing 
up capital

• Bonds tradeable in 
the market

• Bonds have held to 
maturity (HTM) status. 
No need for mark to 
market provisions for 
fall in prices

• No default possibility 
as the bonds are state 
backed

...BUT THE 
LOW LIQUIDITY 
LEVELS OF 
CURRENT STATE 
BONDS RAISE 
UNCOMFO-
RTABLE 
QUESTIONS
 G-Sec

92,06,700
State Development 
Loans (SDL)

1,88,600
Figures are trading volumes
 for 2014/15 in ` crore;  Source: RBI
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discom exposures for decades, will now offload them in 
the market. “If the banks would offload the bonds in the 
market in a significant way, it may lead to a glut and 
the prices would fall,” says Pandya of Peerless MF. “This 
would cause price disturbance in  market which may 
be otherwise stable.” 

The implications of such a reaction would be two-
fold. First, banks holding UDAY bonds as AFS would have 
to book mark-to-market losses. Second, the new addi-
tional offering , if any of such bonds , would have to 
offer a higher coupon rate. In fact, the impact of UDAY 
bonds on state finances will be visible after two years. 
Indeed, states have been given special concession for 
not including the loan taken over for calculation of fis-
cal deficit. “With UDAY bonds coming into operation, it 
is unlikely that states will be able to shrink their defi-
cits, which puts pressure on the centre to adjust more,” 
states the RBI study of State budgets of 2015/16. 

Will discoms be third time lucky? The banks, RBI  
and the  states have done their bit. It is now the turn of 
discoms to deliver operational and financial perfor-

mance. First, they have to wipe out the 
annual losses of over `60,000 crore  as 
well as accumulated losses of `3.8 lakh 
crore. Surprisingly, UDAY has set a very 
ambitious break even target of two-three 
years when almost all the discoms would 
be profitable as per the plan.

Like in the past, the major hurdle is 
going to be the tariff increase by states as 
it often becomes a big political issue. With 
two big states – UP and Punjab – going to 
polls soon,  the UDAY Scheme would face 
many such hurdles going forward. 
Clearly, the focus  is gradually shifting 
from banks to states. Banks, which would 
be  eventually sitting on UDAY bond expo-
sure of over `4 lakh crore, would cer-
tainly pray for discoms to be third 
time lucky. ~

@anandadhikari

UDAY bonds could find takers in the mutual fund 
industry , but they will not be in a hurry to grab them. 
"The MFs are critically dependent on liquidity to meet 
their redemption requirement and need liquid stock. 
While Income and dynamic funds are best suited to to 
hold UDAY bonds, the extent to which MFs can hold  the  
papers may not be enought to create liquidity in the 
market," says Pandya of Peerless MF. 

Fear of Oversupply 
There are some experts who compare Uday bonds to oil 
bonds issued way back in 1997/98. Faced with fiscal 
constraints , the United Front government issued bonds 
to oil marketing companies (OMCS) in lieu of pending 
subsidy arrears. OMCS, which got the bonds, often came 
to market to sell them whenever they needed  money. 
“This used to result in over supply of bonds and would 
lead to price disturbance in the market,” says Pandya 
of Peerless. The oil bonds saw a sharp fall in prices and 
consequent firming up of yields. Experts fear similar 
reaction in UDAY bonds as banks, who were stuck with 
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BANKS HOPING FOR A TURNAROUND  
Discom losses have been dipping, but a two-three-year 
breakeven target under the UDAY scheme still looks ambitious 

41,558

51,971

76,877

71,690

64,060

60,000

LOSSES

Figures are annual losses in ` crore 
Source: Ministry of Power

If the banks offload the (UDAY) bonds in the 
market in a significant way it may lead to a glut 
and the prices would fall”

KILLOL PANDYA, Head (Fixed Income) at Peerless Mutual Fund
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THE REAL 
COST OF 
WATER
The lopsided cost vs price economics of water 
can have a debilitating effect on the country.
BY SARIKA MALHOTRA

ater trains have begun rolling into 
Maharashtra’s Latur to combat the severe 
drought. Such trains have been seen in past 
droughts, too – in Maharashtra, Rajasthan 
and elsewhere. It is, therefore, ironic that the 
Railways should be accused of perpetrating 
a water crisis. But it is. Allegedly by over-

charging water. According to a petition filed before the National Green Tribunal 
(NGT) by the Society for Protection of Environment and Biodiversity (SPENBIO), the 
Railways have allegedly overdrawn groundwater in all 73 divisions across 16 zones, 
including in ‘notified’ areas where they should have taken the Central Ground Water 
Authority’s (CGWA) sanction, but did so at only three places in the past 10 years. 
Notified areas are where groundwater has already been excessively exploited, and 
further extraction is allowed only for drinking or after obtaining permissions from 
the CGWA. “The Railways use huge quantities of water daily to clean their stations, 
coaches, coach toilets and sheds,” says Akash Vashishta, President, SPENBIO. “Where 
is all of it coming from?” The petition demands the Railways be directed to set up 
rainwater harvesting systems instead. 

Meanwhile, in the narrow by-lanes of Sahibabad Industrial Area Site IV, part of 
the National Capital Region, a host of micro industrial units – many occupying no 
more than 500 sq. ft – produce ‘mineral water’ using a reverse osmosis (RO) unit, a 
couple of 1,000-litre plastic water tanks, a pile of empty 20-litre plastic jars or a plas-
tic pouch packaging machine and, above all, a borewell submersible pump. They 
extract groundwater, run it through their RO units, and sell it in jars or pouches. The 



Per capita water availability is 
down from 5,177 cubic me-

tres per annum in 1951 to 1,545 
cubic metres today

Allocation for water resources 
ministry has increased 

19 per cent to `6,431 crore 
in 2015/16 from 2014/15

Droughts have wreaked 
a cumulative loss of 
$1.49 billion on the Indian 
economy since year 2000

60% respondents in an 
industry survey by Ficci 
say water availability is 

impacting their business; 
87% feel it would get 

worse by 2021

India’s reservoirs now hold 
39.7 billion cubic metres of 
water, down from 65 two years 
ago, and far below full capacity 
of 157.8 billion cubic metres

India charges $0.4 per 
kl for domestic water, com-

pared to $3.41 for Brazil and 
$1.5 for the US
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entire apparatus can be set up at less than `5 lakh, the big-
gest expense being the RO unit. A unit that purifies 1,500 
litres of water an hour costs about `2.75 lakh. Monthly 
expenses are around `10,000, primarily on power; 
monthly profit, around `45,000. “Hum local factory aur 
quarter mein supply kartey hain (we supply to local factories 
and houses nearby),” says a 16-year-old manning one such 
unit. “Shaadi aur function mein bhi mineral water ka order letey 
hain (we also supply to weddings and other functions).”

None of the units pay anything to the Ghaziabad 
Municipal Corporation for water. Nor do they think it 
necessary to take any permission to exploit underground 
water. “Jiski zameen hoti hai, us zameen ke neechay ka paani 
bhi uska hota hai (the owner of a piece of land also owns the 
water beneath the land),” he says. This is probably the 
underlying thought behind groundwater extraction in 
India. “The exploitation has had its impact on the ground-
water level in Sahibabad, which fell from 16.35 metres 
below ground level (mbgl) in 1998 to 54.23 mbgl in 
2013,” says Sushil Raghav, a Sahibabad resident, who has 
filed a case before the NGT against the Ghaziabad authori-
ties and the CGWA. Indeed, the entire Ghaziabad municipal 
area is notified and yet houses 14,160 small-scale indus-
tries and 145 medium and heavy ones, employing about 
100,000 people. “Only five NOCS have been granted by the 
CGWA in this area. How do these industries meet their 
water needs? The Municipal Corporation itself sells ground-
water to two five-star hotels in the area and three major 
industries. How is this permissible?” he asks.

Ghaziabad is not an isolated case. Water is illegally 
being exploited across the country, in places as diverse as 
Ahmednagar and Hyderabad. And water thefts are not just 
about drinking water in the country.

 
The Crisis
India’s unprecedented water crisis is affecting everyone – 
from domestic user to farmer to industrialist. Overall, the 
per capita availability of water has dropped from 5,177 
cubic metres in 1951 to 1,545 cu m in 2011, below the 
‘stress level’ of 1,700 cu m. Going forward, it is likely to get 
worse. By 2050, India could well reach the water scarcity 
level of 1,000 cu m.

The problem is that water is seen largely as a free or 
low-cost resource – with little effort being made by either 
the Central or state governments to capture its cost or price 
it correctly. Besides, water is largely under the control of 
states – and few states believe water is a finite resource that 
needs to be carefully managed. But if governments have 
been callous about the economics and usage of water, so 
have the consumers – in every sector. And that is leading 
to a rapid depletion of water resources in the country. 

With increased urbanisation and industrialisation, 
more and more water would go into cities, power and in-
dustries, and this will make water a more stretched re-
source. Amit Srivastava, coordinator of India Resource 

Centre (IRC) says mismanagement of water resources in 
India will lead to many more conflicts (see Water Wars on 
page 60).

 
Alarming Trends
Groundwater consumption in India is not only the highest 
in the world, but also increasing the fastest. Apart from UP, 
the worst off states, according to a 2011 CGWA estimate, 
are Punjab, Haryana, Rajasthan, Delhi, Karnataka, Tamil 
Nadu, Andhra Pradesh and Telangana. A 2009 study by 
NASA along with the University of California, California 
Institute of Technology and the University of Udine (Italy) 
paints an alarming picture in Punjab and Haryana: 
“Water is being pumped and consumed by human activi-
ties – principally to irrigate cropland – faster than the aq-
uifers can be replenished by natural processes...
Groundwater levels have been declining by an average of 
one metre every three years. More than 109 cubic km of 
groundwater disappeared between 2002 and 2008.”

On its part, the CGWA has divided India’s ‘water blocks’ 
into four categories – safe, semi critical, critical, and over 
exploited – the last being those where annual replenish-
ment is proving inadequate. Out of the 6,607 assessment 
units in the country, 1,071 units have been categorised as 
‘over-exploited’. Water levels in wells have been falling, 
too.  A CGWA study of 14,346 wells showed 46 per cent 



had lower levels of water than five years ago.
Alongside, surface water levels are also falling almost

all the major rivers now have deficient basins. Reservoirs
are similarly depleting, with water levels in 91 major ones
currently at their lowest in a decade. Jaijit Bhattacharya,
Partner, Infrastructure and Government Services, KPMG,
says that the problem arises out of a combination of factors.
“On the supply side, there is inadequate capacity of our
water storage system, and on the other hand there is
growth in demand due to increasing population and indus-
trialisation.” Even when it rains, the storage capacity isn’t
enough to capture it. “According to an estimate by FAO,
India's per capita water storage capacity is 200 kl, which
is well below the world average of 900 kl per capita.”

Adding to the problem is the pollution of water bodies
– a 2014 Central Pollution Control Board (CPCB) report
says 302 stretches across 275 rivers in India are polluted.
“Traditional water bodies such as ponds, tanks and lakes
are in an abysmal state,” says Rudresh Kumar Sugam,
researcher at the Council on Energy, Environment and
Water (CEEW). By 2030, India’s usable supply of water
could fall short by 50 per cent, according to a study by the
National Water Resources Framework (NWRF).

WATER THEFT: An illegal packaged mineral water plant (left) and
illegally extracted groundwater being poured into a tanker for com-
mercial use in Ghaziabad’s Sahibabad Industrial Area. Ghaziabad was
declared a ‘Notifi ed Area’ by the Central Ground Water Authority in
1998, which means extraction of ground water using machines is not
legal, except for drinking water for homes with requisite permissions
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The cost of water – including
capital outlay and working
expenses for irrigation projects
– is rising, even as revenue
(gross receipts) is either
stagnant or dipping,
across major states

WIDENING 
GAP
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Figures in ` crore       Source: CWC- Pricing of Water in Public System in India 2010
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Rains are increasingly prov-
ing insufficient in refurbishing 
water sources. India’s total an-
nual precipitation is around 
4,000 BCM, of which only 1,123 
BCM is utilised: 690 BCM being 
added to surface water and 433 
BCM to groundwater. G.S. Jha, 
Chairman, Central Water 
Commission (CWC) says, “Barring 
a couple of years, there has been 
deficient rainfall in ten years.” 
Water is finite and we have to be 
careful, he affirms. “Most of the 
water comes down as heavy 
downpour of a few hours rather 
than steady and continuous rain-
fall continuing for days,” says 
Shresth Tayal, Fellow, TERI. “As 
a result, water leads to runoff or 
water logging only, rather than 
percolation into the aquifers or 
maintaining soil moisture.”

Bhattacharya of KPMG says 
that in India, Unaccounted for 
Water (UFW) in most cities 
ranges from 30-50 per cent, 
whereas in developed countries 
UFW typically ranges from 5-15 
per cent. “Absence of adequate 
metering, network mapping, 
scientific monitoring system and 
lack of consciousness have re-
sulted in large scale water wast-
age and theft.”

 
Who’s to Blame?
The blame lies with both agricul-
ture and industry – as well as 
with government policies that 
encourage reckless water con-
sumption. Between 1951 and 
2009, the number of electric 
pump sets in use rose from 
26,000 to 16.2 million, and die-
sel pump sets from 83,000 to 9.2 million. States like 
Andhra Pradesh, Karnataka, Punjab and Tamil Nadu – all 
groundwater stressed – are known to provide free power 
to farmers. “Farmers being an important vote bank, politi-
cians shy away from discussing the subsidies they are be-
ing given,” says Srivastava  of IRC. “Agriculture should get 
subsidies, but these should be properly targeted.” `24,000 
crore is the subsidy given to agricultural power.

Even states that charge farmers do so on a pro rata 
basis (the HP of the installed pump set) and not on the basis 

of actual power consumption. 
“Those farming land where 

groundwater can be easily 
tapped extract as much water 
as possible,” says K.J. Joy, 
Secretary of Society for 
Promoting Participative 
Ecosystem Management 

(SOPPECOM). “Those who have 
to install powerful pump sets 
because the groundwater on 
their land lies much deeper, pay 
more for power, while they may 
not be drawing that much wa-
ter.” A new threat is the growing 
popularity of solar pumps in 
states like Gujarat, which need 
no grid power at all.

As for industry, it contributes 
to water scarcity but is also in-
creasingly its victim. A 2011 
survey of industries, conducted 
jointly by Columbia University 
Water Centre and FICCI, had 60 
per cent respondents saying lim-
ited availability of water was 
impacting their business, and 87 
per cent feared water would be a 
problem in the next decade.

TERI’S Tayal  says on per-
centage terms, water use in in-
dustries may not have changed 
much but its impact has in-
creased substantially. “As per 
National Commission for 
Integrated Water Resources 
Development Plan, Ministry of 
Water Resources, 1999, indus-
try’s water consumption was 34 
BCM in 1990 and likely 42 BCM 
in 2010. However, due to une-
ven growth in industrial devel-
opment across the country, lo-
cal water balance has been dis-
turbed due to industries, espe-

cially in south and west India.”
 

Water Guzzlers
Many industries require vast quantities of water – pack-
aged drinking water units, aerated drinks, water parks, 
tanneries, distilleries and breweries, pulp and paper, fertilis-
ers, textiles and sugar. But perhaps the most water inten-
sive are coal-fired thermal power plants. This March, 
India’s biggest power generator, NTPC, temporarily shut 
five of its units in Farakka, West Bengal, for lack of water 
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Figures are Standing Sub-committee of Ministry 
of Water Resources’ estimates of water demand 

up to 2050, in billion cubic metres (BCM)

Figures are per capita availability of water in cubic metre per
person per year Source: Ministry of Water Resources, River 
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– the first time in a decade. MAHAGENCO’S Parli power plant 
has been closed since June last year, while the Karnataka 
Power Corporation’s Raichur plant shut down recently. 
“They all shut due to water shortage, though none of them 
is located in the worst hit areas,” says Jai Krishna, cam-
paigner with Greenpeace India.

In India, 70 per cent of power is provided by coal, 
dwarfing all other power sources, and it is likely to remain 
the country’s power mainstay. Even so, there is scope for 
increasing water efficiency. Indian coal thermal plants, on 
average, require 4 cu m of water to produce one megawatt 
hour (MWH) of power, according to a study by the Centre 
for Science and Environment (CSE), while those in South 
Africa – the most efficient of all – use 1.34 cu m (see chart 
Water Wastage). Also, 76 per cent of coal thermal plants 
rely on fresh water.

Another 52,000 MW of coal thermal plants are in 
the pipeline, around 40 per cent of them, as a recent 
Greenpeace International report noted, in highly water 
stressed areas. “If the plans are shelved, India would 
save 1.1 BCM of water a year,” says Greenpeace’s 
Krishna.

 

Dirt Cheap
A major reason for the rampant misuse of water is that it 
comes cheap. The price varies widely between states – wa-
ter being a state subject. Charges range from `10 per cu m 
in Gujarat and `15-60 per cu m in Tamil Nadu to as little 
as 33 paise per cu m in Andhra Pradesh, if taken from 
natural sources, and a little more if it comes from reservoirs 
or canals. (The figures are for 2010, the latest available 
with the Central Water Commission or CWC.) “Most coal 
thermal plants pay a pittance for what is one of their pri-
mary raw materials,” says Priyavrat Bhati, Programme 
Director, Sustainable Industrialisation, CSE. “Neyveli 
Lignite Corporation’s Barsingar plant in Rajasthan, for 
example, pays just 70 paise per cu m to take water from 
the Indira Gandhi canal. Even the plants paying the high-
est are getting water cheap. JSW Vijayanagar, for instance, 
pays `20 per cu m, only 0.9 per cent of the price at which 
it sells its power.” 

With high capital and running expenses of major and 
minor irrigation projects, the government is barely making 
any money through water tariffs. CWC’s 2010 report, 
which deals with water pricing and irrigation, points out 
that it is necessary for state governments to evolve a policy 

DUBIOUS NO. 1
India leads the world in water withdrawals – 
both freshwater and groundwater

COUNTRY FRESHWATER GROUNDWATER
 WITHDRAWAL WITHDRAWAL

India 760 251

China 627 112

US 441 112

Pakistan 183 64

Indonesia 166 14

Iran 89 60

Mexico 80 29

Figures in billions of cubic metres for 2010
Sources: United Nations, World Population Prospects; World Resources 
Institute, Aqueduct; IMF, World Economic Outlook; and IMF staff 
calculations

LOW VALUE
But the price of water is amongst the lowest in the world
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“The biggest stress factor for water in India is the lack of 
governance. There is no democratic water allocation 
mechanism. It’s all ad hoc and opaque ”
HIMANSHU THAKKAR    Coordinator, South Asia Network on Dams, Rivers and People
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for periodic rationalisation and revision of water rates so
that the revenue generated by the irrigation sector is able 
to meet the cost of operation and maintenance. In many 
States/UTs, no revisions in the water rates have been car-
ried out over several decades. As per CWC’s 2010 findings, 
Goa had not revised its rates in 22 Years, Tamil Nadu in 
23 years; Kerala in 36 years; West Bengal in 33 years and 
Daman & Diu in 30 years. Even in case of the States which 
had revised their water rates during the decades (1991-
2000), the gap between current and previous revisions 
had been prominently large. Andhra Pradesh in 14 years; 
Assam in 10 years; Haryana in 10 years; Karnataka in 10 
years; Rajasthan in 11 years; Uttarakhand in 15 Years and 
Uttar Pradesh in 15 years. 

The results are evident. While the capital expenditure 
on the irrigation projects have gradually increased year on 
year, the gap between gross receipts on account of water 
charges and working expenses is gradually widening 
across the country (see Widening Gap). “Water tariff col-
lected from users goes to general treasury or consolidated 
funds. Funds for operation and management come from 
general budget. There is no structural link between the two,” 
explains Pradeep Purandare, Retired Associate Professor, 

Water & Land Management Institute (WALMI), Aurangabad 
& Former Expert Member, Marathwada Statutory 
Development Board. “Physical status of canal systems, ir-
rigation performance and availability of funds, at present, 
have nothing to do with water tariff.”

Then, water tariffs for domestic consumption in India 
are amongst the lowest in the world (see Low Value). 
Domestic tariff for India (Capital Delhi) is $0.49 per kl for 
consumers in the >100 kl bracket, whereas Brazil charges 
$3.41. “However, we need to keep in mind that Delhi’s 
tariff is on the higher side in India. Many states do not 
charge anything for domestic consumption, for example 
Kolkata,” points out Bhattacharya of KPMG, adding that 
cost of water depends on the availability of source, technol-
ogy, institutional mechanism, commercial structure of the 
water utility, even terrain. “Srinagar has one of the lowest 
costs of water as the distribution system predominantly 
runs on gravity, whereas in Jammu, cost is very high as 
the distribution system heavily depends on ground water 
lifting.” Bangalore, too, being at an elevated level from its 
main water source, the Kaveri river 100 km away, de-
pends on pumping water against gravity for water supply, 
increasing the power requirement and cost manifold.

Water being a state subject, there is also no umbrella 
agency to control its management. There is a National 
Water Policy – last updated in 2012 – but much of it re-
mains unimplemented. “The biggest stress factor for water 
in India is the lack of governance,” says Himangshu 
Thakkar, Coordinator, South Asia Network on Dams, Rivers 
and People (SANDRP). “There is no democratic water alloca-
tion mechanism. It’s all ad hoc and opaque.” Each state has 
its own water policy. “Water allocation is done by the 
states,” says Shripad Dharmadhikarya, Founder of Manthan 
Adhyayan Kendra. “Each state has its own method of doing 
so, which is often not spelt out clearly.”

 
Looking for Solutions
“India needs to implement its National Water Policy, 
which grades water access,” says Srivastava of IRC. “First 
there must be water for drinking and livestock, then for 
irrigation and thereafter for industries.” There is a constant 
demand by neo-liberal economists to treat water as an 
economic good and price water in a way that the full 
capital investment (including certain return on invest-
ment) plus the operation and maintenance cost comes 

WATER WASTAGE
Thermal power plants in India use more water 

per unit of power produced than those of 
many other countries
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Figures are average specific water use in cubic metre per MWh in 2014/15
Source: CSE

“Existing water laws focus more on regulating and managing 
use; environmental laws focus on conservation. But allocation 
is currently something for users to negotiate as best they can ”
PHILIPPE CULLET    Research Director, International Environmental Law Research Centre (IELRC), UK
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back to the system. Pricing 
should similarly be determined 
by quantity consumed. 

“Graded tariff is more socially 
just. A certain amount of water 
required to sustain livelihood 
should be supplied at a mini-
mum price or even given away 
free,” says Joy of SOPPECOM. “In 
countries like South Africa, such 
lifeline water is not charged at 
all. But beyond that there should 
be what is called volumetric sup-
ply and pricing – the more con-
sumed, the higher the charge.” 
This has been implemented suc-
cessfully at a few places in India 
as well, notably at Ozar, in 
Maharashtra’s Nashik district, at 
the tail end of Waghad Irrigation 
Project, by three water users’ 
associations (WUAS), but needs to 
be replicated nationally. 

There is also the possibility of 
privatisation of water supply, 
which was tried in Karnataka’s 
Mysuru and Huballi districts, al-
beit without much success. Kshitij 
Urs, Co-founder of NGO People’s 
Campaign for Right to Water, says 
that harnessing available water for 
better and more equitable distribu-
tion is the solution rather than 
privatising it.

The water policy should also 
remove all ambiguities about 
allocation. “Existing water laws 
focus more on regulating and 
managing use,” says Philippe 
Cullet, Research Director, International Environmental 
Law Research Centre (IELRC), UK. “Also, environmental 
laws focus on conservation of water. But allocation is cur-
rently something for users to negotiate as best they can.”

Agronomical practices and power subsidies have major 
repercussions on water use. “There are now agronomical 
alternatives such as the System of Rice Intensification (SRI) 
and Sustainable Sugar Initiative (SSI), by which the water 
requirement of even water intensive crops like paddy and 
sugarcane can be reduced by 30-40 per cent,” says K.B. 
Biswas, Chairman, CGWA. “These should be introduced 
widely. Practices like drip irrigation should be encour-
aged.” Equally, subsidies should be reconsidered. 
“Subsidies should be directed towards water efficient irriga-
tion infrastructure, integrated water resources manage-

ment interventions such as water-
shed management and energy ef-
ficient pumps,” says Sugam of 
CEEW.

The latest CGWA guidelines, 
announced last November, if im-
plemented, would also make a 
major difference. They suggest mak-
ing NOCS from the CGWA manda-
tory for all industries. And in over-
exploited blocks, the guidelines fur-
ther propose making all industries 
recycle and reuse their waste water, 
withdrawing of fresh water being 
allowed only if groundwater re-
charge has been sufficient.

Funds to extend irrigation and 
augment groundwater recharge are 
available, but they have to be uti-
lised with care. This year’s Budget 
announced an allocation of 
`86,500 crore over the next five 
years to speed up the completion of 
89 irrigation projects. It also men-
tioned a `6,000-crore scheme for 
sustainable groundwater manage-
ment. “Already both Central as well 
as State governments have been 
spending money like ‘water’. Take 
the case of Maharashtra. CAG report 
on Management of Irrigation 
Projects, GOM, 2014 says that 
Water Resources Department was 
saddled with 601 projects that were 
under execution as on June 2013 
with an estimated balance cost of 
`82,609.64 crore,” says Purandare 
of WALMI. 

However, irrigated area in the 
country has been decreasing rather than increasing, de-
spite the crores allocated to building dams and canals in 
every Budget, Union and states. A 2010 study by Thakkar 
shows that in 1991/92, net area irrigated by canals was 
17.79 million hectare, which by 2006/07 had fallen by 
2.44 million hectare. “During these 15 years, the country 
spent `1,42,000 crore on major and medium irrigation 
projects,” says Thakkar.  

The task is indeed formidable, but not impossible. If a 
desert state like Israel can turn itself into a green oasis, with 
innovative policies (see Israel’s Solutions), so can India. ~

@SarikaMalhotra2
Additional reporting by Venkatesha Babu; 

research inputs from Niti Kiran and Avneet Kaur

ISRAEL’S 
SOLUTIONS

The country has set an example of 
tackling water scarcity. Here’s how:

It recycles 85 per cent of 
its used water, the highest in the 

world. Spain, which comes second, 
recycles 12 per cent

Drip irrigation enables it 
to achieve 70-80 per cent 

water effi ciency in agriculture, 
the highest in the world

It has set up four desalination plants 
whose water meets 75 per cent of 

the country’s domestic requirement

It has the world’s largest seawater 
reverse osmosis (SWRO) plant, which 
annually produces 100 million cubic 
metre of desalinated water at a low 

$0.52 per cubic metre
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THE GODS 
MUST BE 
CRAZY…
…Well, perhaps, but the water 
crisis in Marathwada is really 
more man-made.  It has wrought 
immense economic pain, both 
to farmers as well as small 
industry. Remedial measures are 
being worked out. At the same time, 
as is man’s wont, when in trouble, 
pray. BY MAHESH NAYAK
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S
antosh Upre, Managing Director of Ganraj Pipes, is struggling with a 
new problem — safeguarding his goods from rats. Situated in 
Maharashtra Industrial Development Corporation (MIDC), which 
provides infrastructure like land and water to businesses in Beed dis-
trict, the drought-declared district in Maharashtra’s Marathwada re-

gion, Upre manufactures pipes for drip irrigation. Until last year, he would have 
one month of advance booking. But today, he is struggling with three months of 
piled-up inventory. “There has been deficit monsoon the past three years and so 
there is no demand from farmers,” says Upre. From `2 crore two years ago, 
Ganraj Pipes’ revenues fell to `50-60 lakh last year. The company is currently 
running one shift for its 15 permanent employees, but sales have been nil so far 
this year. Says Upre, “If it doesn’t rain this year, I will have to shut shop.”

The low rural demand has put the agrarian economy of the Marathwada 
region – which houses 18 per cent of the state’s population and accounts for 15 
per cent of its GDP – in turmoil, especially as there is no alternative source of 
income for a majority of the populace. “Unlike western Maharashtra and 
Vidharba, Marathwada has the lowest industry to agriculture ratio,” says 
Mukund Kulkarni, member of Marathwada Development Board. “For instance, 
in Western Maharashtra if you have 100 industries for every 100 agricultural 
units, in Marathwada the ratio would be 32 to 100.” Adds Satyanarayan 
Lahoti, former vice president of the Maharashtra Chamber of Commerce, 
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Industry & Agriculture (MACCIA): “The entire district (Beed) is suffering because 
of the bad cropping pattern by farmers, as 90 per cent of them are involved in 
the cultivation of cotton.”

The entire MIDC in Beed bears a deserted look. More than 50 to 60 per cent 
of the industries have been shut and in fact, a majority of the closed industrial 
units have been seized by banks for non-repayment of loans. Cheaper goods from 
Gujarat are also hitting the local manufacturers, but they feel if industry has to 
come back on its feet, the government will have to take care of farmers in the 
region. “The farmer doesn’t require anything free. He is ready to pay, but water 
and good price for his goods have to be made available. This in turn will also 

Meteorological Sub-division-wise Progress of Rainfall (June-May) :% Deviation from Normal
Source: CMIE

HEAVY WEATHER
Marathwada has endured several years 
of low rainfall in the past fi ve decades
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An old man praying 
on the dry bed of the 
Sindphana river
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help industries,” says Upre.
The only business that is flourishing in Beed is of water 

– both tankers and tanks. In the past one month, the price 
of water tankers has doubled to `1,500 per tanker. But 
people are still buying as there is no ground water in the 
region. So much so that other industries are getting into 
water to save themselves. Vijay Industries, which is in the 
business of selling building materials, is now selling water 
tanks. “Our business primarily requires water and the 
drought has seen construction activity down by 95 per 
cent,” says Shyam Lahoti, Director of Vijay Industries. “In 
a day, we are selling 10 water tanks, which helps keep the 
wheel moving.”

Farmers, too, are improvising. Some farmers who have 
land along the Godavari river have got into vegetable farm-
ing and cultivating crops that require less water. The 
problem: everyone is doing it. But still there’s no respite. 
With no buyers in the market, crops like tomato, onion and 
even pomegranate are being sold at throwaway prices — 
pomegranate at `15-20 per kg, tomato at `2 and onion at 
`3 per kg. Says Lahoti: “After waiting the entire day, they 
sell the goods at throwaway prices because they can’t even 
afford transportation to take their goods back home.”

Government on the Job
The government machinery is working in full force. The 
collector of Beed, Naval Kishore Ram, visits four to five 
villages every day. “Our priority is to see that every person 
in the village gets water to drink and food to eat,” says 
Ram. “Today 750 tankers are providing water to 1,403 
villages, which is expected to go up to 950 in the next one 
month.” Every truck is fitted with GPS for the collector and 
his office to ensure the water reaches the right destination. 
The government is also providing food to everyone – 2 kg 
of rice and 3 kg of wheat per person every month at `2 per 
kg. It has also set up 262 animal camps in which 2.64 lakh 
animals have been adopted and their need for water and 
food taken care of.

As a long-term solution, the government wants to 
make 513 villages in Beed water sufficient in the next two 
years. This it aims to do by making rainwater harvesting 
compulsory and by creating water bodies to store water. 
Of course, this is purely on the hope that the monsoon will 
be good this year. The government has been working to 
take farmers out of the debt trap. “The need of the hour is 
the change in crop pattern. By May, our aim is to see that 
farmers adapt to intercropping,” says Ram. He feels the real 
problem is that 50 per cent of the farmers cultivate cotton 
and 22 per cent produce soyabean. Sugarcane cultivation 
is hardly 2 to 4 per cent of the total cultivable land of 8.30 
lakh hectare. According to Ram, cotton requires invest-
ment of `22,000 for each acre. That one acre produces 10 
quintals of cotton, which gives a farmer `45,000, a gain of 
`23,000. If the cotton crop fails, the farmer falls into a 
debt trap.

“There is a lack of awareness among people. Parbhani 
(140 km from Beed), for instance, can be the granary for 
entire Maharashtra. But of the 5.25 lakh hectare fertile 
land, 80 per cent is used to produce cotton and soyabean,” 
says Ram Bhogale, Chairman of AITG, who also owns Nirlep 
Appliances. “The problem is, we have forgotten basic farm-
ing. The soil has lost its ability to retain water. The moisture 
in the soil is at an all-time low and for it to regain its value, 
we just need to add compost, bio-fertiliser or cow dung to it. 
But such simple solutions aren’t observed.”

He feels the effort of the government is also moving in 
the wrong direction. “Rather than focusing on simple 
farming activity, we are focusing on providing subsidies on 
fertilisers, while the need of the hour is to increase the fertil-
ity of the land.” Adds Kulkarni: “It’s a man-made crisis. 
Rather than putting efforts to increase the water table, the 
focus was on building dams. Majority of the dams have 
never crossed more than 50 per cent of actual capacity.”

Meanwhile, everyone is blaming sugarcane cultivation 
for the reason for water shortfall, but the fact is there is 
much less production of sugarcane this year. According to 
industry estimates, the sugar production in the state is 
down by 21 per cent to 82 lakh tonnes compared to last 
year. And with no sugarcane next year, the production is 
expected to further fall to 50 lakh tonne. The drought in 
Marathwada has brought down the contribution of sugar 
in the state from 22 per cent to 10 per cent. “People don’t 
have water to drink, then how will they cultivate sugar-
cane?” says B.B. Thombare, CMD of Natural Sugar & Allied 
Industries. “It isn’t fair to say sugarcane is the reason for 
the shortage of water. In fact, sugarcane cultivation con-
sumes 25 to 30 per cent less water than wheat and soya-
bean grown together on the same land.”

 GANRAJ PIPES

Ganraj Pipes has three months of inventory 
lying around. There simply isn’t enough 
water around to warrant pipe purchases
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Industry Takes the Lead
Industries in Marathwada are doing whatever they can to 
keep themselves going as well as give the region a new 
lease of life. Thombare’s Natural Sugar & Allied Industries 
is a good example of a company recycling and reusing 
every bit of water. Even the steam and vapour from its 
boilers is captured and collected, and the water is put to 
use. The company, which runs its own industrial distillery 
and power generation unit in the same campus, also gen-
erates excess power that is sold to the government. Situated 
in the drought prone region of Osmanabad, the company 
started a dairy four years ago, which produces 2,000 litres 
of milk every day. Says Thombare: “Drought has been a 
great teacher for us. It has helped us grow as well as de-risk 
our business. In 2011-2012 we started the dairy business 
to improve the financial condition of farmers below the 
poverty line.” Today, the company collects milk from 216 
villages in the region. At the same time, it has also adopted 
18 villages within a 15-20 km radius of its factory. Despite 
the drought in Osmanabad, the 18 adopted villages have 
sufficient water to drink and were even able to grow the 
kharif crop last year. “This is the result of efforts of the past 
three years that has seen widening and deepening of 
streams, conserving of water, water harvesting and mak-
ing of soak pits to increase the water table in these villages 
such that they are still able to get ground water through 
bore wells when the entire region is dry,” says Thombare.

The Bajaj Auto plant in Waluj is another fine example 
of determination to save water and also get others to follow 
the same. Situated on 600 acres of land, the company 
produces 5,000 vehicles in a day. Five years ago, it bought 
7,200 cubic metre of water a day. Today, the company 

buys less than 2,000 cubic metre of water a day. The plan 
is to reduce it to less than 900 cubic metre of water this 
year. It may be buying less water, but the company’s usage 
may not have come down drastically. What has helped is 
that the company recycles its sewage and industrial water, 
and after chemical treatment, filtration and reverse osmo-
sis (RO), it puts the same water back into operations.

Besides, Bajaj Auto has taken rain water harvesting 
very seriously. Today the company stores nearly 5.5 mil-
lion litres water in its campus in four different reservoirs. 
The water bought from the civic authority is mainly for 
drinking purpose of its employees. And the rest is used to 
bridge the deficit after recycling.

The company’s vendor association, which has 150 
companies, also follows the same principle. In the past two 
years, the top eight vendors -- including companies related 
to painting, powder coating and ferro alloys -- keep track 
of their water usage on a monthly basis. These eight con-
sume 55 per cent of the total water consumed by the 150 
companies. In the past two years, these eight companies 
have brought down their water usage from nearly 1,200 
cubic metres a day to 850 cubic metre. “Even the second 
tier vendors are following the same to save water,” says 
Umesh Dashrathi, Managing Director of Rucha Engineers,  
a `500-crore auto ancillary company that supplies three 
wheeler body and fuel tanks to Bajaj Auto. “Apart from 
recycle and reuse, we are also taking efforts to increase the 
ground water levels by rain water harvesting, preparing 
soak pits, planting trees, and deepening and widening 
water bodies across Aurangabad.”

Says Bhogale, “For the past five years, industry has 
been taking full care to preserve water. Over five to seven 
years, we have been saving 60 to 65 per cent of water.” 
Nirlep Appliances itself has reduced 70-75 per cent water 
usage in its factory. “Most of us in Aurangabad have been 
prepared for the shortage of water. We couldn’t fight 
popular demand of cutting water to the industry.”

Already there has been a 10 per cent water cut for in-
dustry and 20 per cent for beer makers. “It has become a 
fashion to criticise before knowing the facts,” says Kulkarni 
of the Marathwada Development Board. “Why blame beer 
manufacturers? They consume 6.5 per cent of the total 
water consumed by the industry, and account for 15 per 
cent of the money collected by the tax department.” Adds 
Bhogale: “They even pay more for water than others. Beer 
companies pay `53 to 54 for every 1,000 litres of water, 
compared to ̀ 18 paid by other companies.” Beer manufac-
turers, too, have brought down their water consumption 
from 17 litres to 4 litres of water for producing one litre of 
beer over the past seven years. Till the economics are in 
their favour, beer manufacturers are not complaining. 

The bottom line for everyone in the region: do all you 
can, and more. And then, pray for rain.~

@MaheshNayak

 BAJAJ AUTO

Bajaj Auto recycles and reuses sewage and 
industrial water, and has reduced its water 
purchases dramatically
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WATER 
WARS
The elixir of life has been the 
subject of a dispute of life-
threatening proportions between 
industry and communities. 
BY SARIKA MALHOTRA

W
hen a life sustaining resource is in short 
supply, conflicting claims over it are 
bound to arise. Water conflicts span 
the gamut of fights, from neighbours in 
water starved colonies to those 

between states over river waters. But perhaps the most 
vital current conflict over water is that between agriculture 
and industry.

“Around 70 per cent of the cases before the National 
Green Tribunal relate to water,” says Rahul Choudhury of 
Legal Initiative for Forest and Environment (LIFE), a group 
of advocates involved in environmental issues. They usually 
remain localised, but occasionally do hit the headlines – 
such as the protest in Tirunelveli district, Tamil Nadu, where 
locals, supported by a number of opposition parties, are op-
posing the setting up of a PepsiCo bottling plant that will 
draw water from the nearby Thamirabarani River. They 
have held demonstrations – including one last October that 
turned violent – circulated an online petition that has drawn 
65,000 supporters, and filed a public interest litigation (PIL) 
in the Madras High Court last December.

The bottling plant is in Gangaikondan village on land 
owned by the State Industries Promotion Corporation of 
Tamil Nadu (SIPCOT) which, the protesters maintain, has 
already given the plant permission to draw vast quantities 
of water daily. (SIPCOT provides water to water intensive 
industries such as this bottling plant at `37.5 per 1,000 
litre and at `25 to other industries.) There is also a Coca-
Cola bottling plant in the SIPCOT industrial area taking 
water from the same river, against which, too, protests had 

been held when it was started in 2006, though to no avail. 
The protesters allege that in practice, the bottling plants 
will draw much more than the 500,000 litres permitted 
for beverage units, and that water guzzlers like Coke and 
now Pepsi will ruin the local ecosystem.  

“It’s the Ganga of South. The Thamirabarani River has 
a special connect with us,” says Usman Khan, District 
Secretary of one of the local opposition parties, the Social 
Democratic Party of India (SDPI). “It is our lifeline. It is okay 
to take water from the river for domestic consumption or 
to operate other industries. But reselling that water for 
huge profits, as the aerated drinks industry does, is neither 
ethical nor feasible for our area. Water is not a commodity. 
It is a precious resource of the community.”

PepsiCo India refuses to be drawn into the controversy, 
noting that the bottling unit is an independent company. 
“The land in question belongs to Prathishta Business 
Solutions Pvt Ltd with whom we have a co-pack arrange-
ment,” says its spokesperson. “The plant will use surface 
water supplied by SIPCOT, from a river that is a perennial 
water source, as it is fed by both pre- and post-monsoon.”

Those supporting the protests say the Thamirabarani 
will not remain a perennial river if it is indiscriminately 
exploited. “Thamirabarani has a small basin that irrigates 
200,000 hectares of land directly and another 100,000 
indirectly,” says M. Arunachalam, former Professor, Sri 
Paramakalyani Centre for Environmental Sciences (SPCES). 
“If industry takes away 1 million cubic metres a day, how 
much will be left for irrigation? The economy of the entire 
district is dependent on paddy and banana cultivation. 

Usman Khan, District Secretary of Social 
Democratic Party of India, is among those 
protesting against Thamirabarani river’s water 
being supplied to PepsiCo’s bottling unit in 
SIPCOT Industrial Growth Centre at 
Gangaikondan in Tirunelveli, Tamil Nadu
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Already, the vegetation along the river has begun
disappearing, which is affecting the ecosystem.
Groundwater recharge has reduced and in the dry season,
there is less water available than before.” Srijlangan, a
paddy farmer from the district’s Marudhur village, says the
river’s water has indeed shrunk since SIPCOT built a check
dam on it two years ago. “We had two cropping seasons
earlier, which has reduced to one due to lack of water,” he
says. “My income is down 40 per cent.”

There have been other protests that received national
attention – around the Bisalpur dam in Rajasthan’s Tonk 
district in 2005, when five farmers were killed in police 
firing while demonstrating against diversion of water to 
Jaipur city; around the Hirakud dam in Orissa’s Sambalpur 
district in 2007 when farmers sought more water from the 
dam for their lands. As industry grows, such competition 
with agriculture is likely to multiply. Around 2 billion cu-
bic metres (BCM) of water annually have already been 
transferred from agriculture to industry in the past decade, 
according to a study by Pune-based NGO, Prayas. “That 
quantity of water could have irrigated over 300,000 hec-
tare,” says K.J Joy, Secretary, Society for Promoting 
Participative Ecosystem Management.

Industry also claims substantial portions of dam stored 
water. Shripad Dharmadhikarya, who runs the NGO 
Manthan Adhyayan Kendra, which researches water and 
energy related issues, informs that a white paper released 
by the Water Resources Department in Maharashtra in 
November 2012 notes that of the 8,450 million cubic 
metre (MCM) of water made available by large and medium 

irrigation projects in the state annually, 1,146 MCM goes 
to the Maharashtra Industrial Development Corporation 
(MIDC), 1,455 MCM to thermal power stations, 497 MCM 
to Maharashtra State Power Generation Co (MAHAGENCO) 
and 3,050 MCM to various municipal corporations.

Yet, in a growing economy, can the needs of industry 
be denied? Overall, 80 per cent of water is still used by ag-
riculture. “We should look at the complete picture instead 
of engaging in a blame game,” says K.B. Biswas, 
Chairman, CGWA. “Agriculture is the single largest water 
consumer and will always remain so. But the impact of 
consumption by industry is more visible because the usage 
is concentrated in certain areas. Still, it is possible to 
monitor industry’s water use, impose checks and insist on 
compliance. What about farming practices where water 

intensive crops are being grown in water-stressed areas, 
such as paddy in Punjab and Haryana?”

Dharmadhikarya also points to Western Maharashtra, 
where widespread cultivation of sugarcane has contributed 
considerably to the prevailing water stress. Pradeep 
Purandare, former Associate Professor at Water and Land 
Management Institute (WALMI), blames Maharashtra’s 
sugar lobby. “Only 5 per cent of the total cultivated area in 
Maharashtra is under sugarcane, and barely 6 per cent of 
its farmers cultivate the crop. But almost 70 per cent of 
water is hijacked by sugarcane because of this lobby.” 
Sugarcane needs 1,500-2,500 million cu m. of water dur-
ing a total growing period of 270-365 days.

And these conflicts may well be just the beginning. 
“Climate change will give rise to extreme events and there 
will be long, dry spells impacting agriculture-based liveli-
hoods,” says Joy.  “Evaporation and transpiration rates will 
increase, which means we will need more water for the 
same amount of agricultural production, leading to more 
demand and more conflicts.” ~
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Business’s share of water demand is increasing
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THE VALUE OF THIRST
Some companies have created sustainable businesses out of water.

BY SARIKA MALHOTRA and E. KUMAR SHARMA

WATER ATM

WATER TREATMENT 
PLANTS

DOMESTIC RO

A
s the country grapples with poor water management, 
polluted water bodies, shortage of drinking water and 
water-borne diseases, businesses and entrepreneurs are 
coming up with unique solutions to quench the thirst of 
the people. Business Today profiles a few promising 

initiatives that could prove to be game-changers.
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PIRAMAL SARVAJAL

In a country where 125 million people do not have 
access to drinking water, Sarvajal’s ATMs cater to 

300,000 people every day at 30 paisa per litre of potable 
water. Since its launch in 2009, the company has in-
stalled over 180 water units across 13 states. “All one 
has to do is swipe the prepaid card and key in the 
amount required, and the machine dispenses the water. 
The Sarvajal server keeps a record of user transactions 
and deducts the amount used on the card,” says Vasu 
Padmanabhan, CEO, Piramal Sarvajal. The company 
has got into partnerships with local entrepreneurs, pan-
chayats and community-based organisations to run the 
water treatment plants. “Local community members are 
selected and trained to manage the purification units. The 
projects are also monitored remotely on a daily basis to 
ensure production and purity, and understand the con-
sumption pattern for remedial action,” he adds. The ATM 
units cost `5 lakh to `10 lakh, and the local partners can 
also earn up to `35,000 per month. The plant works on 
reverse osmosis and UV-based filtration technology.  

 
WATERLIFE INDIA

Sudesh Menon, who was tipped to take over as the 
South East Asia head of GE, quit the company to later 

launch Waterlife India in partnership with two former 
colleagues – Mohan Ranbaore and Indranil Das – in 
2009. So far, the Hyderabad-based company has in-
stalled over 4,000 water purification plants to quench 
the thirst of over 12 million people across 15 states. 
Waterlife focuses on community water systems in vil-
lages and urban slums, and works in collaboration with 
governments, local bodies and corporate houses. Menon 
says that sustainability is key while providing high qual-
ity water over the long-term (five to 15 years), com-
pared to systems that go defunct after the first year “due 
to poor maintenance or apathy”. A Waterlife team first 
visits the village to map its drinking water requirements, 
analyses the viability and tests sources of water for con-
tamination. Based on the findings, a customised plant is 
built. It costs anything between `5 lakh and `25 lakh. 
Operators are hired to operate and maintain the plant 
after rigorous training. “We expect to maintain revenue 
growth of 30-40 per cent per annum over the next five 
years,” says Menon, adding that the World Bank’s recog-

nition of Waterlife as one of the pioneers in the provision of 
safe water in the bottom-of-the-pyramid market was a re-
warding experience.

 
KENT RO

When Mahesh Gupta failed to get a quality water 
purifier for his children diagnosed with jaundice, 

he decided to make one himself. “Purifiers primarily 
work on the Ultra Violet principle, wherein the water 
passes through UV rays and the bacteria are killed in the 
process. For me, that was not enough because industrial 
activity has resulted in contaminated ground water, and 
impurities such as arsenic, rust, pesticides and fluo-
rides,” says Gupta, Chairman, KENT RO Systems. After 
several trials, he zeroed in on the reverse osmosis (RO) 
technology and the first KENT purifier was launched in 
March 1999 from his garage in South Delhi. In the first 
year he sold around 100 units for `20,000 a piece, com-
pared to the `5,000 price tag of other available water 
purifiers in the market. Gupta claims, KENT RO now en-
joys 40 per cent share of the RO market and is looking at 
`1,000-crore turnover in 2016/17.
 

VISHVARAJ INFRASTRUCTURE

Nagpur was no different from the rest of India when it 
came to water mismanagement. “These inefficien-

cies clubbed with low tariff made the urban water distri-
bution unsustainable,” says Arun Lakhani, Chairman, 
Vishvaraj Infrastructure. So, when Nagpur Municipal 
Corporation issued tenders for 24x7 water supply in the 
city and another project at Bhandewadi for water reuse, 
Lakhani bid for both projects. For the `550-crore 24x7 
water supply project the company is supposed to provide 
continuous water supply to every household, improve 
the technical and commercial efficiency of the system, 
lay 2,100 km of pipelines, set up a water treatment facil-
ity and storage reservoirs, apart from providing 325,000 
new house service connections. It is also responsible for 
metering, billing and collection of charges. “We carried 
out our hydraulic modelling of the city and, now, all 
households in Nagpur are getting at least three to four 
hours of daily water supply.” ~

@SarikaMalhotra2; @EKumarSharma
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Fixing 
the Fault 

Lines
The government plans to shake up the traditional 
governance structures of public sector banks. But 

it is easier said than done.
By ANAND ADHIKARI

“In one bank the taxi fare reimbursement policy gets the same coverage in a board 
deliberations as the NPA recovery policy. Other non-strategic issues discussed in-
clude purchase of office premises at Bhopal... (and) details of a lecture by a bank’s 
CMD at a college” 
Excerpts from RBI-appointed P.J. Nayak Committee report on govern-
ance of boards of banks (2014).

“HR function is very weakly monitored at the board level and in fact strategic issues 
relating to talent management, succession planning and leadership are rarely discussed. 
By the admission of CEOS themselves, they are not able to allocate time to HR issues”
Excerpts from the Central government-appointed A.K. Khandelwal 
Committee report on HR issues of public sector banks (2009).

V
ijay Mallya’s default on Kingfisher Airlines’ `9,000 crore loans 
has put the spotlight back on the stressed assets of public sector 
banks (PSBS). Mallya’s loan is a part of the `4 lakh crore that 
banks – largely PSBS – are fighting to recover through a legal 
battle in various courts. This amount is no loose change – it’s 



Rai's appointment has predicta-
bly drawn flak from the opposition.
The Congress accused the NDA gov-
ernment and the former CAG of a
quid pro quo. It has alleged that the
assignment for Rai is a reward for
putting the previous United
Progressive Alliance in the dock
with his audit reports on the 2G and
coal scams. The Congress has also
questioned the legality of his ap-
pointment. Whatever may be the
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THE GAME CHANGER: The Banks Board
Bureau is headed by Vinod Rai...

...who is being helped by three
independent members

“We need to put in place structures that will take years to
destroy and systems that will ensure that people are able to
function without extraneous pressures. More important, we

should be able to choose the right professionals and train them
for the job at hand”

VINOD RAI, Chairman, Banks Board Bureau

A.K. KHANDELWAL, 
Former Chairman, 

Bank of Baroda

ROOPA KUDVA, 
Former CEO & MD, 

CRISIL 

H.N. SINOR, Former 
Joint MD, 
ICICI Bank 

equal to the capital infusion required 
in banks over the next three-four 
years to meet the Basel-III norms. 
The PSBS faultlines are clearly visible 
in their disproportionate share of the 
non-performing loans (NPAS). On top 
of it, their  declining profitability and 
stock market valuations have made 
matters worse. So, who is to be 
blamed? Be it the government, 
Board of Directors or the century old 
archaic governance structure, the 
rot runs very deep. 

The Government’s Agenda
The A.K. Khandelwal committee 
report, implemented half-heartedly 
some seven years ago, was subse-
quently put on the backburner. But 
Khandelwal is now back as one of 
the experts in the Banks Board 
Bureau (BBB). Indeed, the Bharatiya 
J a n a t a  P a r t y - l e d  N a t i o n a l 
Democratic Alliance government 
has come up with the radical idea of 
a BBB for appointments of Chairman 
and senior management profession-
als for the banks. The government 
has roped in Vinod Rai, former 
Comptroller and Auditor General of  
India (CAG), as the head of the new 
autonomous body. 

Many bankers suggest that the 
formation of BBB is a game changer. 
It is created to reduce interference 
from political masters and influential 
corporate houses. Then, the profes-
sionals appointed by BBB to PSBS 
board will provide strategic direc-
tions. Rai, whose audit reports ex-
posed scams – such as 2G, coal and 
Commonwealth Games – doesn’t 
mince his words. “We need to put in 
place structures that will take years 
to destroy and systems that will en-
sure that people who are in those 
positions are able to function with-
out any extraneous pressure.” 

Rai had set the tone at a Business 
Today event last month. It was his 
first public appearance after being 
appointed as the BBB chief. “We 
should be able to choose the right 
professionals and ensure we train 
them also  for the job at hand,” said 

Rai. K.C. Chakrabarty, former dep-
uty governor at RBI, says the re-
quirement of each institution is dif-
ferent. “The Board should decide 
who should be the CEO based on the 
skills they need. You cannot recruit  
CEOS of over two dozen PSBS from the 
same pool,’ says Chakrabarty. In 
fact, Chakrabarty suggests that con-
sultancies or head hunters do a bet-
ter job. “They do it across the world 
for various institutions,” he says.
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reason behind making Rai the chair-
man, the formation of BBB is a big 
radical change. This top down ap-
proach is expected to  clean the rot in 
the system in the years to come. 

The Short-term Roadmap 
Chakrabarty had put things in per-
s p e c t i v e  s o m e  y e a r s  a g o . 
“Management of people and man-
agement of risk are two key chal-
lenges facing  banks,” he had said. A 
flawed recruitment policy and inabil-
ity to nurture talent is believed to be 
closely linked to most of the prob-
lems before PSBS including underper-
formance, non-performing assets 
(NPAS) and low productivity. 
Surprisingly , at the Gyan Sangam , 
the annual bankers’ conclave initi-
ated by PM Narendra Modi himself, 
the Human Resource issue has not 
been discussed in the last two years. 
Probably, the focus was more on 
NPAS and capital. 

“HR reforms in the PSBS is long 
overdue given the new skill set re-
quired for digital banking, risk origi-
nating from global markets, emerg-
ing new sectors like roads, ports and 
airports, etc,” says Piyush Singh, MD 
and India Lead of Accenture 
Financial Services. The technologi-
cal issues are already posing a chal-
lenge to the operational models of 
banks with fewer people required at 
branches. PSBS today have a bulk of 
their workforce in the branches. 

Khandelwal’s inclusion in the 
BBB is a masterstroke, say experts. 
Khandelwal, who understands the 
HR functions very well, will certainly 
push wide-ranging reforms through 
BBB platform. Around the time 
Mallya was negotiating with over a 
dozen banks for restructuring his 
loan book, Khandelwal was penning 
his HR report where he talked about 
skill shortages in areas like corporate 
banking, risk management, treas-
ury, information technology, etc. 
Khandelwal, who also wrote a book 
Dare To Lead after retirement, has 
pointed out that talent shortages are 
more acute in medium and small 

down in China came as a surprise for 
most banks that were lending heav-
ily to iron & steel sectors. Similarly, 
the sudden spurt in raw material 
prices between 2006 to 2008 im-
pacted the power sector. Then, the 
overleverage and optimistic toll pro-
jections in infrastructure, especially 
roads,  went unnoticed by the senior 
management of most banks. 

The challenge is to move away 
from a geography focused workforce 
and create specialists in various in-
dustry verticals. A consultant sug-
gests that PSBS have very good offic-
ers in pockets of industrial corridors 
including IT in Hyderabad  and 
Bangalore, auto in Chennai, woollen 
garments in Ludhiana, iron and steel 
in Jamshedpur and textiles in 
Tirupur. PSBS should tap the knowl-
edge base of such officers and con-
sider deputing them at the head of-
fices of banks. “The banks need to 
understand the business of the client 
to understand inherent risks in a 
business or sector,” advises Singh of 
Accenture. 

Indeed, specialisation solves the 
problem of lack of due project dili-
gence at PSBS. Such officers should 
also be aware of the best industry 
practices. For instance, many for-
eign banks and NBFCS in India are 
also looking at promoters’ ethics. 
“Investors and lenders understand 
that making winning investments in 
India requires backing good-quality 
promoters,” says Rashmi Khurana, 
MD at Kroll. 

Abizer Diwanji, Partner & 
National Leader (financial services) 
at EY, suggests that socialistic fabric 
has to shift with new market mech-
anisms, such as payments and small 
finance banks, taking the responsi-
bility of achieving financial inclu-
sion. He also suggests some sort of a 
common platform  or coordination 
amongst PSBS for data sharing and 
mining, data analytics, common 
KYC (know your client) and technol-
ogy adoption, and common fraud 
and anti money laundering system. 
“You can do many more things with 

banks. Many former bankers say 
that there is an urgent need to de-
velop domain expertise with knowl-
edge of world markets. “Banks will 
have to work out separate career 
path and promotion policy for such 
specialist officers,” suggested the 
Khandelwal report.  

Such an approach appears to be 
required. For example, the  commod-
ity crash after the economic slow-
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The Short-term 
Roadmap 
• HR reforms in areas such as 

performance management, 
training and development 

• Stricter due diligence of 
projects while giving loans

• Ensuring that agreements 
and contracts with borrow-
ers are more tightly worded 

• Focus on closer investigation 
of promoters’ background 

• A common platform for all 
government banks for data 
analytics, know-your-cus-
tomer, and fraud and money 
laundering detection 

The Medium-term 
Strategy... 
• Retirement of a big chunk 

of employees this decade is 
an opportunity to set things 
right 

• Lateral hiring of profession-
als with expertise in key 
sectors 

• Induction of younger people 
at middle and top levels

• Longer tenure for CEOs and 
chairmen 

• A fi ve-year planning cycle ir-
respective of who heads the 
bank 

... and Long-term Fixes 
• Consolidation or merger to 

create four-fi ve large PSBs
• Privatisation or stake sale 

below 51 per cent  
• Reordering of PSBs into 

sector-focussed banks (Infra 
Bank, SME Bank, etc) 

• Hiring global professionals, 
even at the CEO level

• Stock options to motivate 
employees 



• The govt should set up a Bank
Investment Company (BIC) to hold
its stake in PSBs

• Banks Board Bureau is a tempo-
rary arrangement; BIC should
take over banks finally

• The tenure of a chairman should
be at least five years

• Government should stay away
from issuing instructions to PSBs
for development objectives

• Government should reduce its
holding in PSBs below 50 per cent

• Succession planning for critical
leadership positions

• Improve quality of HR perfor-
mance systems

• Train people in critical areas like
treasury, corporate banking, risk
management

• SBI be granted Maharatna status
on the lines of SAIL, NTPC, IOC
and ONGC
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decade of retirement kicked in,” says
Chakrabarty. Today, banks don’t
need large number of people to man
their branches as bulk of the transac-
tion are taking place through ATMS.
Banks require skilled managers for
advisory and other banking services.

P.J. Nayak in his report also
talked about getting younger people
into the top management, “for which
a demographic opportunity has now
arisen, and which would thereby lead
to longer tenures, and succession
planning”. In fact, the rapid rise of
some of the people to senior positions
is already on display. At India's big-
gest bank, the State Bank of India,
Rajnish Kumar is the youngest MD
amongst the four with his retirement

PSBs without actually merging the
banks,” advises Diwanji.

The Medium-term
Strategy
The ‘decade of retirement’ at the PSBS

is a blessing in disguise. S.S. Mundra,
Deputy Governor of RBI, has even
warned that there would be a virtual
vacuum at the middle and senior
level for some time to come. “They
should utilise this opportunity to hire
laterally, especially professionals with
domain expertise in key areas,” says
a former banker. “We have to right-
size the institution given the opera-
tional efficiencies brought in by tech-
nology adoption. They should have
started from 2011/12 when the

BANKING Reforms

date in 2020. In fact, Dinesh Khara, 
MD of SBI Mutual Fund, who was also 
interviewed for the post of MD last 
year, was just 54 years old. The re-
tirement age at SBI is 60 years. There 
is a clear departure from the past 
when people used to become MD at 
the fag end of their career with couple 
of months or, in some cases, couple of  
years of service left. This change 
would partly solve the problem of 
shorter tenures of CEOS or CMDS.

The next SBI chairman, after 
Arundhati Bhattacharya who has a 
three-year fixed tenure, will have a 
fixed five-year tenure. There is no 
clarity whether the other CEOS of PSBS 
will also have a five year tenure. The 
current government has made a 
good beginning by splitting the post 
of Chairman & Managing Director 
into two – CEO and non-executive 
chairman. The CEO would wholly 
focused on the business, while the 
chairman will provide strategic direc-
tion by sitting on the board. Bank of 
Baroda is the  first example of this 
move. P.S. Jayakumar, an ex-Citi-
banker has taken charge as CEO  and 
Ravi Venkatesan, former chairman 
of Microsoft assumed the role of 
chairman of the bank. Clearly, there 
are a lot of expectations from these 
new professionals. 

“The government needs to give 
time to these professionals and show 
patience as it is not easy to shake up 
a PSB system with history of over a 
century,” says the CEO of a private 
sector bank. Singh of Accenture sug-
gests that the board of PSBS should 
chalk out a five-year agenda for 
change irrespective of the a change 
in guard at the top. “When you 
want large-scale, deep transforma-
tion, you cannot allow the agenda to 
be changed every two  or three 
years. We have to make these two 
choices – revisit longer tenure for 
CEOS or ensure a five -year planning 
cycle irrespective of who is in 
charge,” Singh says. 

The board is the final authority 
for putting together and also moni-
toring governance in any corporate 

Template for Change: Two committees 
have made some radical suggestions

P.J. Nayak Committee’s 
Key Recommendations 

A.K. Khandelwal 
Committee’s Key 
Recommendations 



sound PSBS, with limited support 
from the government, are critical on 
a longer term.

That is where Rai’s BBB comes 
into play with a decisive role. This is 
possible, of course, without any po-
litical or corporate interference. “The 
reforms in the PSBS should be of 
processes, systems, structure  and 
people. We also have to define the 
job role of CEOS and down below to 
fix the accountability,” says 
Chakrabarty. A professional and 
competent CEO, chairman and the 
board will go a long way in improv-
ing board deliberations and provid-
ing strategic direction. And boards 
would no longer have to waste their 
precious time discussing  the details 
of a lecture by a bank’s CMD. Time 
for a concerted effort by the govern-
ment and all the stakeholders to turn 
around the PSBS. ~

@anandadhikari

middle market. “The PSBS have to 
decide the businesses they under-
stand and want to be in, and also the 
margin expectation they have from 
these businesses,” says Singh. 

Conclusion
Clearly, there is a long list of dos and 
don’ts for PSBS and time is certainly 
running out. The competition is al-
ready at their doorstep. Two new 
niche banks – microfinance lender 
Bandhan  and infra dedicated IDFC 
– have started operation as banks. 
Close to two dozen payments banks 
in the transaction space and small 
finance banks in micro lending (both 
retail and corporate) will be making 
their debut in the next one year. PSBS 
have already lost some 25 per cent 
market share in the past two dec-
ades. The next decade is much more 
challenging with digital banking  
and niche players making their 
debut in the market. Safe and 

entity. In fact, the global crisis of 
2008 took place because of weak 
governance structures in the banks, 
which overlooked many of the risks. 
Today, banks are under much more 
scrutiny of the regulators especially 
RBI, stakeholders and also customers, 
who want their money safe. 
“Needless to add, directors need to 
possess adequate skill set  and stay 
abreast of developments in the finan-
cial sector to guide banks and steer 
them in the right direction,” said 
Gandhi in June last year. 

The Long-term Fixes 
The consolidation of PSBS is back on 
the agenda. There are over two 
dozen banks of varying sizes – SBI 
has over `20 lakh crore assets  and 
the rest of the  pack has less than `6 
lakh crore. There is a view that five-
six large banks of about the size of 
SBI should be created. In fact, the 
very first meeting of BBB in Mumbai 
discussed the consolidation and 
merger issue. Finance Minister Arun 
Jaitley had already mentioned in his 
budget that he will create a roadmap 
for this soon.  In the meantime, the 
government has to work on the sec-
ond phase of BBB. According to the 
P. J. Nayak report, the BBB is a tem-
porary arrangement that later has to 
evolve into a Bank Investment 
Company (BIC). The BIC would act as 
a holding company for all the PSBS 
and also advise on appointments 
and strategic issues. In the third 
phase, BIC would move several of its 
powers to the bank boards. 

Yet  another issue is the privatisa-
tion of PSBS. In fact, a beginning has 
been made with IDBI Bank where the 
government plans to reduce its stake 
to below 51 per cent. IDBI, if it suc-
ceeds, though there is opposition 
from unions, will become a template 
for taking other banks to the public. 
There is also a suggestion of creating 
niche banks in the PSB space. For in-
stance, banks that focus on specific 
sectors such as infrastructure, con-
sumer industry, commodities or on 
the lines of SME, large corporate  and 

“When you want 
large-scale, deep 

transformation, you 
cannot allow the agenda 

to be changed every 
two or three years. We 

have to make these two 
choices – revisit longer 

tenure for CEOs or ensure 
a five-year planning cycle 

irrespective of who is 
in charge”

 PIYUSH SINGH, MD and 
India Lead, Accenture 

Financial Services

“The reforms in the PSBs 
should be of processes, 
systems, structure  and 
people. We also have to 
define the job role  of 

CEOs and down below to 
fix the accountability... 

The Board should decide 
who should be the CEO 

based on the skills 
they need”

K.C. CHAKRABARTY, Former 
Deputy Governor at RBI
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CORPORATE FMCG

Household insecticides, 
including mosquito 

repellents, is an 
estimated `4,300-crore 

market, growing at 
15-17 per cent

Cost of treatment for 
diseases such as malaria, 

dengue, Japanese 
Encephalitis range

between `6,500 and `40,000

 The market for 
diagnostic kits is 

estimated at  `100 
crore, growing at 
15-20 per cent per 

annum

Cost of treating 
dengue alone 
estimated at 
upwards of 

`10,000 crore

Costs are probably 
underestimated. 

Between 2005 and 
2012, India reported 
an annual average of 
20,474 dengue cases. 
An independent study 
by the INCLEN Study 
Group pegs it at an 

astounding 5.8 million

Mosquito containment 
and treatment is a 
more than `25,000 

crore industry

A
J

A
Y

 T
H

A
K

U
R

I

72  BUSINESS TODAY  May 22  2016



May 22  2016  BUSINESS TODAY  73

ECONOMY
THE MOSQUITO

It’s ancient, pesky, and persistent. Its hum can spell 
impending doom. But the ubiquitous mosquito also drills 

a hole in your pocket triggering demand for hospitals, 
clinics, diagnostic kits, even some FMCG products. Not to 

forget the money going into R&D for medicines.
By E. KUMAR SHARMA

ast October, Godrej Consumer Products launched the Subah Bolo 
Good Knight (say Good Knight in the morning) campaign to 
make consumers aware of the mosquitoes that bite during the 
day and spread Dengue, Chikunguniya and Zika. Indirectly, it 
also ensured a bigger bite of the Indian home insecticides market 
estimated at `4,300 crore. Campaigns do help and were earlier 
also effectively leveraged by Dabur with its Machhar Mukti 
Abhiyan (freedom from mosquitoes drive) and Reckitt Benckiser 
with Machhar Sonepur Chhodo (Mosquitoes, leave Sonepur). But, 

repellents are only a fraction of the economy surrounding mosquitoes pegged 
at `25,000 crore, and counting, given that mosquitoes globally top the chart of 
the deadliest animals with 725,000 kills a year, according to a World Health 
Organization estimate. In fact, the number of deaths could be manifold given 
the large number of unreported deaths in both the tropics and the subtropics. 
And, the fortunes of a host of companies are linked to India’s mosquito woes. In 
fact, few could miss the image boost that pharma major Sun Pharma could get 
with its corporate social responsibility initiative, when on April 25, it announced 
a partnership with the government on a malaria eradication project.

“The campaign was to create consumer awareness and bring about a 
change in consumer habits,” says Sunil Kataria, Business Head, India and 
SAARC, Godrej Consumer Products, adding it intends to spend `25 lakh to `30 
lakh on the campaign in the first year. Changes in consumer habit also trans-
lated into bigger sales. According to a Euromonitor study, home insecticides in 
India grew by 10 per cent in current retail value terms in 2015 due to the spread 



Jet and Banish Dabur is the market
leader in the personal application
mosquito repellent category under
the Odomos brand with annual sales
of around `50 crore and growing at
8-10 per cent per annum. Besides,
other leading players such as Reckitt
Benckiser, Jyothy Laboratories and
Karamchand are also witnessing
steady growth. For example, Jyothy
Laboratories’ household insecticides
segment contributed 15 per cent to its
total sales of `1,505.29 crore, or
`235.18 crore, in 2014/15 with this
segment posting the highest growth
of 18.2 per cent over the previous
year and higher than any of its other
product segments like fabric care,
dishwash or personal care.

The home insecticides market,
however, is just a prick considering
the estimated size of the total mos-
quito containment, management and 
treatment industry, estimated at a 
whopping `25,000-crore, at last 
count. And new elements are getting 
added to this ever-burgeoning econ-
omy surrounding mosquitoes like for 
instance, after the potential threat of 
Zika virus made to the long list of 
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HIGH COST OF TREATMENT

MALARIA 

`6,500-10,000

CEREBRAL MALARIA

`12,500-18,500

DENGUE 
Depending on the complications, 
could be around

`15,000

JAPANESE ENCEPHALITIS
Depends on the complications 
but could range

`32,000-40,000
CHIKUNGUNYA
Depends on the complications
but could range

`6,500-10,000

ability like the Godrej fast card priced 
at one rupee. “It (fast card) has be-
come very successful and is one of our 
fastest growing products, crossing 
`100 crore turnover in less than a 
year,” says Kataria, adding that 40 
per cent of rural households were us-
ing it, compared to the 27 per cent 
market penetration for most of its 
other products.

Kataria says Godrej is leading the 
market with almost half of the com-
pany’s domestic sales coming from 
household insecticides business. “One 
of the very big emerging needs is ef-
fective and affordable out-of-home 
products,” he adds. While Godrej 
dominates the market with a wide 
product portfolio – Good Knight, Hit, 

of diseases such as dengue, swine flu 
and chikungunya. “Promotions from 
leading brands evolved around the 
same theme, which was to safeguard 
against such diseases, and this influ-
enced consumers to buy home insec-
ticides,” it said.

Says Sachin B. Bobade, Research 
Analyst, HDFC Securities: “The 
household insecticide (primarily mos-
quito repellents) market in India is 
growing at 15 per cent per annum 
and will grow at 15-17 per cent in 
2016/17. Increased awareness about 
mosquito-borne viruses could lead to 
more spending on mosquito repel-
lents.” To boost this further, compa-
nies are trying out  innovative offer-
ings aimed at ease of use and afford-

Industry estimates of costs in tier II towns – include 
tests, hospital admission charges (about 3 days for 
malaria, 5 days for celerbral malaria and 7 days for 

japanese encephalitis) , drugs and doctor’s charges. 
The estimates will vary depending on the gradation of 

hospitals and from town to town, and city to city.
Source: Industry estimates and BT research

“With dengue awareness 
growing, we are seeing 
increased usage (of 
repellents) during the day” 
SUNIL KATARIA, Business Head Indian & SAARC, 
Godrej Consumer

CORPORATE FMCG



India’s vector-borne woes recently, 
the February 3 announcement by 
Bharat Biotech, a company focussing 
on vaccines and bio-therapeutics, of 
“breakthrough in developing two 
Zika vaccine candidates.” 

In fact, the number of cases for 
Dengue alone makes costs incurred 
on its detection and containment 
seem huge. According to a study, 
Economic Disease Burden of Dengue 
Illness in India, by INCLEN Study 
Group, led by Professor Donald S. 
Shepard of Brandeis University, 
Massachusetts, along with experts 
from India, the annual average of 
clinically diagnosed dengue cases 
between 2006 and 2012 was 
5,778,406, or 282 times the officially 
reported number of 20,474 Dengue 
cases per year. “The economic and 
disease burdens of dengue in India 
are hundreds of times greater than 
estimates based entirely on official 
reporting. The majority of costs are 
incurred in the private sector and are 
paid mostly by households,” it further 
states. Explaining the large numbers, 
Narendra K. Arora, Executive 
Director, INCLEN Trust International 
and the former professor of paediat-
rics at the All India Institiute of 
Medical Sciences (AIIMS), and a co-
author of the study, says: “It is be-
cause the government data is incom-
plete and leaves out a large private 
sector that treats dengue cases in the 
country. Plus, there are a large num-
ber of viral fevers that are due to 
dengue but are mild and do not need 
hospitalisation. Our study includes all 
of these to calculate the cost of treat-
ment.” Also, even in some govern-
ment settings where treatments are 
free or subsidised, there are eventu-
ally expenses being incurred and this 
study captures that too.

The INCLEN study pegs the medi-
cal cost of treating Dengue at $6.77, 
or approximately `451, per day, 
considering a dengue case averages 
two weeks. By comparison, a case of 
tuberculosis in India averages 72 
days and costs (adjusted to 2011 
prices) $241 to $281 or $3.39 to 

setts, who led the study, in an email
to Business Today.  

That’s not all. The impact of 
dealing with Malaria and Japanese 
Encephalitis only adds to the costs. 
Says Manish Kakkar, Senior Public 
Health Specialist at Public Health 
Foundation of India (PHFI): “Unlike 
Dengue, which tends to be more 
urban-centric, if you look at other 
vector-borne diseases in India, par-
ticularly Malaria, which is much 
more widespread in rural India and 
forest locations, the burden of dis-
eases would be higher if not the 
same as for Dengue. In fact, various 
studies on Malaria in India put the 
number of deaths at 60,000 and 

$3.96, or `226 to `264, per day
almost twice the cost of per day treat-
ment for tuberculosis.

“The overall cost of Dengue ill-
ness in India was $1.51 billion (ap-
proximately `10,000 crore) in 2013, 
of which $1.07 billion (`7,000 crore) 
was the cost of cases treated in hospi-
tals, $0.29 billion (`1,900 crore) in 
ambulatory settings (outdoor pa-
tients), and $0.10 billion in non-
medical settings. This combines the 
direct cost (medical treatment, diag-
nostics, drugs, etc.) as well as indirect 
costs (the value of lost productivity 
due to illness and premature death),” 
says Professor Donald S Shepard from 
the Brandeis University, Massachu-
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Pricewaterhouse-Coopers: “Most 
vector-borne diseases put additional 
stress on the already stretched 
healthcare system both in the public 
and private sector...The non-avail-
ability of beds due to dengue epi-
demics adversely impacts patients 
requiring urgent surgeries and 
care.” But then, when an outbreak 
strikes, big numbers take over like in 
Delhi last winter when hospitals 
were finding it hard to cope with 
dengue and the state government 
had to set up fever clinics. 

There is, indeed, good reason for 
Bill Gates to say: “There is no animal 
on earth that transmits more dis-
eases than mosquitoes.” And clearly, 
promoting social awareness to con-
tain the spread of viruses has never 
been so profitable. ~

@EKumarSharma
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diagnostics kit industry is valued at 
around `100 crore.

However, vector-borne diseases 
are not a profitable business for 
hospitals, especially for tertiary hos-
pitals, because it remains an oppor-
tunity cost as more beds used for 
dengue patients would mean less 
beds for more revenue-yielding ail-
ments and procedures such as car-
diac surgeries. Says Rana Mehta, 
Partner and Leader, Healthcare, 

200,000 per year.”
The diagnostics market, too, is

witnessing never-before-seen growth
with the number of rising cases. Says
Jatin Mahajan, Managing Director, J.
Mitra, a leading supplier of diagnostic
kits, including for malaria, chikungu-
nya and dengue among others:
“Today, we are an over `200-crore
company, manufacturing a range of
products, including over 10 lakh kits
for testing mosquito-borne viruses.
These kits make 20-25 per cent of our
total revenue compared to 6-7 per
cent in the pre-2009 period.” He says
the market for diagnostic kits in India
is growing at 15-20 per cent per an-
num, compared to 10-12 per cent in
2009 (till 2009 malaria was the key
mosquito-borne ailment) . “The de-
mand for kits is directly proportional
to the level of awareness,” he says.
The company is also working on di-
agnostic kits for Zika.

But then, the diagnostic kits
space has many players and im-
ported kits are also being sold.
R e f e r r i n g t o t h i s , S o u m y a
Swaminathan, Director General,
Indian Council of Medical Research
(ICMR), says: “because people tend
to get panicky and rush for diagno-
sis, all sorts of diagnostic kits are 
being marketed. In fact for dengue 
diagnostics, the government had to 
put out a statement that most of the 
rapid diagnostics tests in the market 
are of very poor sensitivity and spec-
ificity, and should not be used.” 
Instead of these rapid tests, doctors 
now opt for a more time-consuming, 
but much more reliable method of 

which it costs `800 
ing to estimates, the 
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The Case 
of the 
Vanishing 
Drivers
A steady decline in people 
willing to take to monster 
steering wheels is shaping 
up as another unexpected 
crisis for the embattled 
Indian economy. Worse, there 
appears to be no quick fi x. 
By SUMANT BANERJI

he national highway 
heading southward 
from Mainpuri in Uttar 
P r a d e s h  t o w a r d s 
Kanpur, once the 
Manchester of the East 
in India’s most popu-
lous state, is dotted by 
numerous brick kilns. 

Their numbers so substantial, it gives a 
yellowish tinge to the air thanks to the 
hot soot bellowing from the tall chim-
neys. Rapid urbanisation has resulted in 
an uptick in construction activity in the 
area and the demand for bricks is 





than high school (Class X) pass-out. 
The salary (grimaces) was a pittance. 
Maybe I became greedy then. We all 
did. But the going rate was low.”

With old age sapping all his en-
ergy, Thakur decided to exit the 
business in 2005. The end, however, 
came in much earlier than he 
had thought. 

“I cannot say when exactly, but 
slowly the number of fresh drivers 
became a trickle. Then rural guaran-
tee scheme (NREGA) happened and 
suddenly there was nobody. Drivers’ 
salaries went up and I was always 
operating on a tight budget. I could 
not cope up.”

In one go, Thakur sold four of his 
trucks. Another two were so old that 
he had to abandon them. They are 
rotting in Jamshedpur and Patiala. 
Today, he is left with just two in 
working condition. 

“Even these won’t last much 
longer. They hardly go out. I come 
here almost every day looking for 
somebody who can make at least a 
local trip,” he says. 

Last November, Road Transport, 
Highways and Shipping Minister 
Nitin Gadkari said shortage of drivers 
was harming the economy. 

“There is a 22 per cent shortage 
of drivers in the country today,” he 
had said. “We are amending the 
Motor Vehicle Act to introduce com-
puterised driving schools and train-
ing centres to impart skills for driving 
specialised vehicles used in the infra-
structure sector, especially in building 
roads and national highways.” 

The shortage is going up every 
passing month. Industry estimates 
suggest that the gap in demand and 
supply of truck drivers is now steeper. 
In 1982, there was an oversupply 
with over 1,300 drivers per 1,000 
trucks. The number gradually slid to 
a driver per truck in 1991/92, the 
year the Indian economy was liberal-
ised. Thereafter, demand has always 
outstripped supply. Thakur’s two 
trucks are part of nearly 2.3 million 
vehicles – 27 per cent of total truck 
population in India – that are lying 
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persistent. Mainpuri along with 
neighbouring Etawah, a region that 
is the stronghold of the ruling 
Samajwadi Party, supplies the bulk 
of bricks in the state. Yet, there is 
concern on the face of 53-year-old 
Dhanraj Singh, who manages three 
kilns in the area. 

“I am unable to operate the kilns 
to full capacity, though there is no 
dearth of buyers,” he says. “There is 
a problem of logistics. I have to send 
five dumpers to Kannauj, but there 
are no drivers. If the supply does not 
reach on time, I lose money. And if I 
don’t clear the stock, I have to go 
slow on production. Shutting down 
one furnace and restarting it later 
is expensive.”

Singh is a victim of a problem 
that is slowly turning into a crisis, 
affecting a large number of small 
businessmen and traders around the 
country. Even as the Indian econ-
omy is being talked of in the same 
breath as other, more mature econo-
mies, the country’s logistics supply 
chain that transports its economic 
produce, remains utterly unorgan-
ised and convoluted. Unlike the US 
and Europe where hauling a freight 
carrier over long distances is seen as 
skilled employment, India’s large 
population, high poverty and insipid 
law enforcement mean driving a 
truck is for those who do not find 
employment elsewhere. Many of 
them are also uneducated. It’s rear-
ing its head now, but in a young, 
aspiring society, finding a continual 
ready supply for such a vocation was 
always going to be a problem.

Every Fourth Truck
Is Lying Idle
Taking a sip of the sugary broth that 
goes for tea in this small dhaba at 
Delhi’s Sanjay Gandhi Transport 
Nagar, 65-year-old Bhushan Thakur 
recounts his glory days when he had 
eight trucks. 

“That was back in 1998. I used to 
take elaborate interviews for prospec-
tive drivers,” he says. “I had the lux-
ury I would not settle for anybody less 

TAXI

TRUCK

WHY DRIVE A TRUCK?
Cab drivers earn more than three 

times what truck drivers do

Truck Drivers Earning

`20,000
per month

Cab Drivers Earning

`70,000
per month

THE BIG SLIDE
There is a rapid decline in the 

availability of truck drivers

The Pain Points
LACK OF RESPECT: No truck driver 

wants kin to take up his job unlike 
several other professions

TOUGH LIFE: Driving a truck fi gures 
among the list of 10 worst jobs in 

the country in several surveys 

LOW PAY: An average truck driver 
makes less than half of what a 

cab driver makes in the city 

 HIGH RISK: Over 20 per cent of 
the 1.41 lakh fatalities on the 

road in India in 2014 were 
truck drivers
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idle every day for want of someone to 
drive them. At the going rate, the 
shortage will be an unprecedented 50 
per cent by 2022. 

“Can you imagine what it means 
to the economy? If an expressway is 
under construction and cement does 
not reach on time or iron ore does 
not reach a steel factory as planned, 
how will you quantify the loss?” says 
Ramesh Agarwal,  Managing 
Worker, Agarwal Movers Group. “If 
trucks don’t move, the economy 
won’t even crawl.” 

India Overly Reliant
on Road Transport
The high demand for truck drivers in 
the country is also largely due to the 
lopsided manner in which freight 
moves here. The near-absence of 
waterways or air cargo means rail-
ways and roads haul majority of the 
goods in India. Even then, there is a 
particular bias towards roads in the 
recent past.  At the t ime of 
Independence, nearly 90 per cent of 
the freight in India was transported 
by railways, which remained the 
prime source of freight transportation 
till 1990/91. Thereafter, rapid expan-
sion of the road network and creation 
of multiple expressways cris-crossing 
the country saw more and more 
freight being hauled through roads. 
The increasing shortage of drivers in 
the past 25 years is a pointer towards 
the same trend. In 2015/16, an esti-
mated 65 per cent of the country’s 
freight was transported through 4.7 
million km of road. 

Yet, that is not good news for the 
economy. Globally, road freight is 
considered the most inefficient and 
expensive mode of freight haulage. It 
is more time-consuming, prone to 
damages and at the mercy of exter-
nal factors. The Indian roadways 
industry is also particularly poor 
when judged against global stand-
ards. On average, the speed of a 
truck in India is a mere 30-40 kph 
that enables it to traverse 250-300 
kpl. Globally, the average speed of 
any truck is much higher at nearly 

ways,” says Gadkari. “The Make-in-
India dream cannot be realised, if 
logistics costs are not reduced. So, 
waterways are being given a prior-
ity. World over, freight that moves 
over water is the cheapest. It is five 
times more expensive to transport 
the same goods by road. We want to 
develop over 111 rivers in the coun-
try for water-based transport. If we 
integrate coastal cities with inland 
towns by rivers, then there would be 
a huge saving.”

A report prepared by the National 
Transport Development Policy 
Committee says that increased invest-
ment in railways and creation of 
dedicated freight corridors will see a 
gradual tilt towards railways in fu-

60-80 kph, which means it covers 
nearly double the distance in India 
per day. India spends almost 13 per 
cent of its gross domestic product 
(GDP) on transportation, warehous-
ing and logistics. This is much 
higher than other developing econo-
mies such as Brazil, Indonesia, 
Malaysia and developed economies 
like the US, Germany, France and 
Japan. The higher spend is on the 
back of equally high losses due to 
inefficiencies estimated at a whop-
ping $99 billion, 4.3 per cent of GDP.   

“Currently, logistics costs in 
India are very high when compared 
to Europe or the US. Our focus is to 
bring down the cost by developing 
coastal shipping and inland water-
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I used to earn `20,000-25,000 a month when 
I was driving a truck. Now I make `15,000-
20,000 every week. A lot of people I know 
have shifted from driving trucks and buses 
to cabs. More will shift in future

IRUDAYARAJ, from Coimbatore, 
who started driving Uber taxi last year, after driving trucks for 10 years 
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road for the better part of his life – 34 
years. He looks at least 10 years older 
and has been suffering from respira-
tory problems for over two decades 
now, a fall-out of being in the midst of 
the dust and grime of the Indian 
highway for so long. 

Seated next to him in this small 
eatery in Manesar, is Suresh Singh, 
35, from Behror that falls midway 
between Delhi and Jaipur. Both stay 
on the road ferrying new cars made 
in Maruti Suzuki’s factory nearby 
across the country for nearly 22 days 
every month and get to see their fam-
ily once every two months. Twice, if 
they are lucky. Their craving for re-
spect for what they do is far more 
than the money they make.

ture. The report also says the ratio 
between roads and railways will di-
minish to 55:45 in the next 10 years, 
and balance out in 15 years. 
However, experts believe the thrust 
on other modes notwithstanding, the 
dependence on roads is unlikely to go 
down anytime soon.

“It is very unlikely railways will 
regain its lost glory. Road transport 
and trucking will continue to flourish 
and corner the lion’s share of freight 
in the country,” says Ramesh Kumar, 
Founder and Chairman of KRK 
Foundation, a registered trust that 
works towards uplifting the living 
standards of truck drivers in the 
country. “Simply because last-mile 
connectivity has to happen and that 
can be only through the road.” 
Demand for drivers is unlikely to ta-
per off anytime soon. 

Low Self-esteem, Better 
Opportunities
“A doctor’s son wants to be a doctor. 
An engineer’s an engineer, a lawyer’s 
a lawyer. But a truck driver will never 
want his son to become like him. He 
will not recommend driving a truck 
to anybody,” says 57-year-old 
Guman Singh, who has been on the 

“Money is not really a problem. 
There is a shortage of drivers, so that 
has helped us make more money. 
But we don’t get any respect from 
the society,” the younger Singh says. 
“From the traffic policeman to fellow 
road users, everybody feels we can 
be insulted. Even a cyclist can harass 
us at times. It’s strange that these 
cars we are transporting, once they 
are on the road, they are a symbol of 
status. Well, we carry a dozen of 
them in one go.”

A truck driver’s life in India is 
not an easy one, and it regularly 
figures in the list of worst jobs in the 
country. Long hours, inhospitable 
working conditions, lack of sleep and 
constant harassment on the road 

“We are doing our
by setting up train
academies, making
trucks safer and mo
advanced”

R. RAMAKRISHNAN, Senio
Commercial Vehicles, Tata Mo

DRIVE IN COMFORT

T
here may not have been an improvement in 
the living condition of a truck driver in India, 
but the cabin where he spends the majority 
of his time on the road has seen significant 
changes in the past decade. Partly due to 

changes in emission and safety norms, today’s truck 
is more powerful than before while offering better 
driveability. Further, it is no longer difficult to find air-
conditioned cabins, GPS tracking devices and 
Bluetooth connectivity in the vehicles.

Sample this. While the average engine of a truck in 
2001 had a maximum output of about 160 horsepower 
(hp), it has now gone up to almost 230 hp. In fact, for 
specialised mining operations, Volvo even offers a 
400 hp engine. More power means better load-carry-
ing capacity and higher speed that is aided by better 
roads and more expressways. The vehicles are also 
much safer. Last year, the government made it man-
datory for all trucks and buses to have anti-lock-

braking systems that enhances stability. Other notable 
additions include adjustible and power steering, radial 
tyres and cruise control. In addition, trucks are today 
being completely built by companies unlike in the past 
when the chassis was supplied by Tata Motors or 
Ashok Leyland and the body was customised and built 
by sundry manufacturers outside. The difference is 
almost similar to a monocoque and ladder on frame 
chassis of a car – it is lighter, faster and fuel- efficient. 

“A clear example of the advancement in technol-
ogy is the reduction in number of breakdown of trucks 
on the road today,” says Vinod Dasari, Managing 
Director, Ashok Leyland. The next big change would 
be the advent of automatic transmission in trucks. 
Along with remote key locking and automatic window 
winding, it will further reduce the difference in fea-
tures between a truck and a car. Will this promise of a 
more comfortable drive lure more people to this pro-
fession? Only time will tell.   
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around `15,000-20,000 every 
week,” he says. “A lot of people I 
know have shifted from driving 
trucks and buses to cabs. More will 
shift in future.”

Like Irudayaraj, 34-year-old 
Heera Lal, from Nalanda in Bihar, is 
also actively considering ditching his 
three-year-old Tata Ace for an Ola or 
Uber cab. One of the many starry- 
eyed youngsters who come to mega 
cities every year in search of a better 
life, Lal used some of the money he 
had saved in his village and bought 
the vehicle after friends helped him 
get a loan from a local bank. 
He drives the mini-truck 12 hours 
every day, but is not able to make 
ends meet.

“I have installments to pay and 
then there are added costs of living in 
a big city like Delhi,” he says. “I can-
not even go back to my village. There 
are others who don’t own a vehicle 
and are squeezed by the fleet owner, 
but here I am burdened by the inter-
est payment and other costs. My in-
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ago. When Uber launched its opera-
tions in his city a year ago, he 
quickly enrolled himself. Today he 
claims he is earning more than three 
times what he was making when he 
was driving trucks.

“Driving a cab is more fulfilling 
and satisfying. I used to earn 
`20,000-25,000 a month, when I 
was driving a truck. Now I make 

means the life expectancy of a truck 
driver is at least 10 years less than 
the national average. Those that live 
long, like Guman Singh, suffer from 
multiple health disorders. Driving a 
truck is risky as well. According to 
National Crime Records Bureau 
data, 20 per cent of all fatalities on 
the road in India in 2014 were of 
those driving trucks.  

“The living conditions of a truck 
driver is an apt case for the National 
Human Rights Commission. They 
live in the fringes of the society, like 
outcasts,” says S.P. Singh, Senior 
Fellow and Coordinator, Indian 
Foundation for Transport Research 
and Training. “I have heard in-
stances where truck drivers have 
struggled to find brides as nobody 
wants to give their daughters to 
them. Lack of any infrastructure for 
them to rest on the highway also 
means they become alcoholics and 
drug addicts.”

The rise of taxi start-ups like Ola 
and Uber as well as low-floor buses 
under the Jawaharlal Nehru 
National Urban Renewal Mission 
(JNNURM) scheme has lured many 
erstwhile truck drivers to jump ship. 
The benefits are multifarious – better 
pay, relaxed working hours and 
more respect from the society. After 
driving container trucks for 10 
years, Coimbatore-based Irudayaraj 
shifted to driving cabs three years 

“The joke doing 
the rounds is, leave 
aside cars, we will 
need self-driving 
trucks in India 
because very soon 
we will not fi nd any 
driver for them”

RAMESH AGARWAL, Managing Worker, 
Agarwal Movers Group 

2.3 
MILLION Estimated number of trucks 

that remain idle every day due to short-
age of drivers across the country. This is 
27 per cent of the estimated 8.5 million 

trucks on the road today

 

`4,19,750
CRORE 

Conservative estimate of the revenue 
loss every year due to idle trucks. It has 
swelled almost three-fold since 2012 and 

17-fold since 2002
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around the event was an attempt at 
instilling a sense of self-esteem within 
the community. Similarly, Agarwal 
Movers Group (AMG) has set up a 
500-bed drivers’ rest house in 
Rajasthan where drivers can get their 
quota of eight-hour sleep every night. 
Lack of sleep has been a prime reason 
for accidents and fatalities among 
truck drivers with an estimated 
24,000 people dying because of 
drowsiness in 2013.  

Yet, all of it seems too little too 
late, and the stigma of a truck driver 
in a society may not be washed away 
in a jiffy. Many of the driver-training 
centres, for instance, are not located 
close to the main centres where driv-
ers congregate. Some of them have 
come up at far-flung areas to appease 
a local politician.  

“What has the industry done for 
them? This talk of driver-training 
programme and jazzed-up truck-
racing events is just tokenism,” says 
Singh of IFTRT. “Even the govern-
ment has not woken up. Its driver- 
training centre, inaugurated by T.R. 
Baalu (former road transport and 
highways minister) in Greater 
Noida, has not even trained a single 
driver in three years.”  

The crisis is fast approaching its 
tipping point where the economy will 
begin to stutter for lack of goods mov-
ers. The problems, however, are fun-
damental and there is no easy solu-
tion. Thrust in development of new 
roads has improved the turnaround 
time for each trip, but creating infra-
structure for drivers along the high-
ways and removing red tapism in the 
regulation of the sector is a long- 
drawn process. Assimilating a truck 
driver into the broader society will 
take even longer.  

“The joke doing the rounds is, 
leave aside cars, we will need self-
driving trucks in India,” says 
Agarwal of AMG. “Very soon we will 
not find any driver for them.”

If everything else fails, maybe that 
is the only hope. 

@sumantbanerji

already pinching with the economic 
loss estimated at almost `4,20,000 
crore due to trucks lying idle every 
year. It may be a tad belated, but the 
private sector as well as the govern-
ment have begun to realise the need 
to take corrective measures. 
Companies like Tata Motors and 
Ashok Leyland have started various 
driver-training schools, while big 
fleet owners have not only revised 
salaries but also started providing 
social security safety net like provi-
dent fund and insurance.  

“We are doing our bit by setting 
up training academies. There would 
be 15 within a year in collaboration 
with state governments, making the 

trucks safer and more advanced, but
it has to be a collective effort,” says R.
Ramakrishnan, Senior Vice
President, Commercial Vehicles, Tata
Motors. “We have also rolled out a
loyalty programme for our consum-
ers, which has an unnamed insur-
ance scheme. If a driver loses a limb
while driving a Tata truck, he will get
`2 lakh as compensation and in the
unfortunate case of a fatality, his fam-
ily will get `5 lakh.”

The company has also started a
truck-racing programme, which, in
its third year in 2016, introduced a
batch of Indian drivers who had been
driving regular trucks on the road.
The razzmatazz and media hype

stallment per month is `10,300, and 
then I spend `300-400 on fuel and at 
least `100-200 towards bribing the 
traffic police. It leaves me with noth-
ing at the end of the day. My friends 
are earning much more driving taxis. 
I am thinking I should do the same.”   

Not only drivers but also the next 
generation of fleet owners fancy 
many “high profile” industries. 
While the logistics business contin-
ues to be quite rewarding and fleet 
owners unlike many truck drivers 
are making more than enough 
money, this is not a typical white-
collar business where even the 
owner needs to be on the field often. 

“A trucker’s life is tough and so is 

somebody who manages the logistics
business. This is not for those who
want to sit in an office with AC,” says
Amit Chandwar, Director at KM
Trans Logistics Pvt Ltd. “You en-
counter sweat and grime on a daily
basis. That is probably not very at-
tractive to a young entrepreuner.”

No Easy Fix
So, what does it take to make truck-
ing a lucrative enough profession for
prospective job-seekers? Given the
size of the road transportation indus-
try in the country today it accounts
for 3.2 per cent of GDP (2013/14) _
the importance of truck drivers can-
not be overstated. The shortage is
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THE OTHER PROBLEM
Even as the number of truck drivers keep sliding, 
the share of road in overall freight continues to 
rise, compounding the issue.

*Estimated; Source: Ministry of Road Transport & Highways
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Figures of overall growth for 
the last financial year are 
some weeks away; but mean-

while, the Central Statistical Office 
(CSO) has published the February 
figures of industrial growth. They 
continue to be unmistakably mod-
est. For the 11 months ending in 
February, industrial growth was a 
mere 2.6 per cent – a figure that 
may look normal in some ailing 
European country, but stands out as 
uncharacteristically low for our 
country, which only a few years ago 
was clocking figures around 10 per 
cent. Capital investment in the same 
period was 1.4 per cent below the 
previous year, which points to a 
deficiency of hope amongst entre-
preneurs who invest for the future. 
The growth figures of 3.6 per cent 
for basic goods and 2.6 per cent for 
intermediate goods are well in line 
with the general loss of vigour. 

The only sector that shows out-
standing growth of 11.4 per cent is 
consumer durables; but this is due 
to base effect, for the figure for the 
previous year was a decline of 13.3 
per cent. The reason is well known. 
Last year was bad for vehicle sales; 
they have recovered this year. But 
on the whole, vehicle output has not 
grown in two years. What is striking 
is that the output of consumer non-

durables, which normally does not 
show much volatility, is down 1.5 
per cent. 

Agricultural years are taken to run 
from April to March. Last year 
(2014/15) saw good rains in north-
ern India. So there was a bumper 
sugarcane crop; the Uttar Pradesh 
government forced sugar mills to 
buy it. This year (2015/16) rains 
have failed, so the sugarcane crop 
will fall drastically. Sugar output 
from October 2015 till now is 8 per 
cent below last year; the annual crop 
will fall even more. 

These figures are completely incon-
sistent with national income figures 
of industrial growth, which were 7.3, 
9.0 and 12.6 per cent for the last 
three quarters of 2015. It is not unu-
sual for Index of  Industrial 
Production (IIP) to move out of step 
with industrial GDP, for the sources 
for the two are very different. Both 
the series may be wrong; but irrespec-
tive of imperfections of measurement, 
there is always one figure that is 
right, and all estimates are attempts 
to get as close as possible to the right 
figure. If the two sources give such 
widely divergent figures, one must be 
distinctly more wrong; it is time the 
CSO discarded it. It has long indicated 
t h a t  i t  w a s  t h e  C e n s u s  o f 
Manufacturing Industries (CMI) that 

is less accurate; they do not cover 
small industry adequately, and the 
covered firms are lax about sending 
in figures. If that is so, it is time the 
CSO discontinued the CMI or whipped 
the covered firms to give the figures 
in time. 

Recently, the CSO has announced 
a shift to the MCA-21 database of the 
Ministry of Corporate Affairs. It 
always issued painstaking explana-
tions whenever it changed its 
sources or methods; this is the first 
time it has not done so. That is a 
serious lapse, because it is not clear 
at all that a corporate database is a 
good source of data on production 
– or, as the CSO prefers to call it now, 
on gross value added.  For one 
thing, a large proportion of Indian 
productive sector is unincorporated, 
and hence not covered by a corpo-
rate database. For another, what 
matters for macroeconomic esti-
mates is estimates at constant 
prices. Corporate figures are at cur-
rent prices, and do not readily yield 
c o n s t a n t - p r i c e  e s t i m a t e s . 
Calculating a deflator for them pre-
sents daunting problems; it is not 
even clear that the CSO has con-
fronted them. It is time the govern-
ment appointed a committee of ex-
perts to look into national income 
estimation and reform of the CSO. ~

COLUMN Economy

The Mysteries 
of Growth

By ASHOK V. DESAI

It is time the government appointed a committee of 
experts to look into national income estimation and 
reform of the Central Statistical Offi ce

The writer is a senior economist and former chief economic adviser, Ministry of Finance
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P
roviding free LPG connections to five crore BPL 
families is one of the most ambitious plans of 
the Narendra Modi government. The man 
assigned the task is Oil Minister Dharmendra 
Pradhan. In the past two years, Pradhan 
fixed gas price sans political drama and suc-
cessfully renegotiated the LNG deal with 
Qatar. He told BT’s Anilesh S. Mahajan that 

the Modi government is determined to provide the poor 
access to a clean household fuel in India. Edited excerpts.

The Pradhan Mantri Ujjwala Yojana seems very am-
bitious. Taking LPG supplies to five crore BPL fami-
lies in the next three years would require huge man-
power and resources. What is the plan? 

We have thought through most of the things. More than 
1.13 crore LPG consumers have voluntarily given up 
their subsidies. The PM has promised that this money will 
not go back to the exchequer; instead, it will be used to 
connect those living below the poverty line with cleaner 
fuel. Since we started in March last year, we have had 
some money in hand to execute our plan. We will give 
`1,600 per connection to oil marketing companies 
(OMCs). The consumer will pay for the burner and refill 
of the LPG cylinder. We calculated that at current 
expenditure he will have to incur an additional amount 
of `1,500. In the next three years, five crore BPL families 
will get access to cleaner fuel. 

But the common view is that families below poverty 
line may not have money to pay their share of `1,500 
to get this connection or a refill thereafter… 

The OMCS will allow 12 interest-free EMIS – `1,500 will 
translate into installments of `125 per month. OMCS will 
bear the interest burden. The extra expenditure can help 
OMCS expand their market reach. India has 16.4 crore LPG 
connections; with this scheme, we will add one-third of the 
existing consumer base in the next three years. The trends 
of the last few years suggest that, annually, we add roughly 
two crore consumers. Out of this, nearly 1.6 crore are 
above poverty line. This trend will continue, but the new 
scheme will expand the footprints of OMCS among BPL 
consumers manifold. 

This would require more LPG, which is an imported 
commodity, and a robust infrastructure and distribu-
tion network. What are your calculations and projec-
tions for this? 

India consumes 20 MT of LPG annually; by 2019 we might 
require 30 MT. India imports 45 per cent of the require-
ments and the rest are sourced from domestic refineries. 
The projections are that, in the next few years, we may 
have to import 55 to 60 per cent. We are investing to im-
prove our facilities to import LPG. The focus is to expand 
the penetration of LPG in the north-eastern states as well. 
IOCL, along with Bangladesh Petroleum Corporation, is ex-
ploring the feasibility of an LPG import terminal at 
Chittagong port. This will be critical to maintain supplies in 
the north-eastern states. We do supply energy products to 
Bhutan and Nepal. This will expand our reach and efficiently 
use the resources. We are also exploring options to have LPG 
extraction plants abroad and have better terms of import.

How are you ensuring last mile connectivity and 

INTERVIEW  Dharmendra Pradhan

“It is all about getting 
ready before the 

investment cycle starts”
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social accountability in such a scheme?

This scheme entrusts people’s representatives – MPS, MLAS, 
Panchayat leaders, and even eminent personalities from 
the area – to disburse new connections. This will give them 
a sense of ownership and belonging, and in turn will in-
crease social accountability. The OMCS will also appoint a 
nodal officer at the district level to facilitate this work. 

How much money will the Ministry require to fund 
this scheme? And how much of that will come from 
the exchequer? 

In March last year, the PM asked affluent Indians to give 
up their LPG subsidies. We haven’t calculated the benefits, 
but people from all walks of life are forfeiting their share of 
subsidies. We used Socio Economics Caste Census and had 
details of nearly 12 crore families under BPL. Out of these, 
five crore will be connected. This should also be seen in the 
context of our resolve to provide 24X7 electricity access to 
every household, and the promise to build a home for every 
Indian by 2022. More than economics, it is a social 
scheme. You can mark my words: no one will lose money 
doing this. It is a win-win deal.   

Today, the prices of oil are at record lows, so people 
may find it convenient to give up their subsidies. But 
once the prices go up, they may want to take it back…  

I can’t force people to give up their share of subsides; I can 
only request them, at best plead with them. Once they give 
up their share of subsides, they are locked for one year. Post 
this, they can take it back again. We have high hopes that 

those who gave up would continue and many more will 
join in. We are increasing accountability and transparency 
to motivate people. On our website, people can track those 
who have been provided access to cleaner fuel. We will also 
try and put addresses and telephone numbers. 
 
Are you also factoring in the PNG and CNG networks? 

The PNG and CNG networks require huge investments and 
too many other factors to be successful commercially. 
Piped network will make more sense in cities and towns, 
but may not be a great idea for villages and smaller habi-
tats – there you will have to bank on LPG supplies. We need 
to focus on reducing the pollution caused by burning of 
wood, cow dung cakes and other materials. 
  
Talking about cities and clean air, how do you per-
ceive Delhi’s experiment with odd-even? 

I don’t want to do politics, but we need to think out of the 
box to ease Delhi’s pollution. How is odd-even helping 
Delhi cut pollution numbers? I wrote to Delhi CM Arvind 
Kejriwal a fortnight back. He must consider firing the 
Bawana gas-based power plant, instead of depending on 
the Badarpur coal-based power plant. This alone can re-
duce PM2.5 levels substantially, which odd-even cannot 
do in many years. We need to move beyond tokenism; we 
believe in cooperative federalism. He must speak to the 
concerned ministers and sort out these issues.
 
The original odd-even plan included this. NTPC de-
manded fixed cost in lieu of the shutdown. The CM 
informed scribes that gas was not available…
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That is why I am saying that he must speak to the con-
cerned ministers. Politics requires continuous 
engagement. At that time, he asked for gas
through APM allocation, which was not
possible. Today, domestic gas production is 
on a slant, but cheaper imported gas is 
available. It will be cheaper to run a gas-
based power plant in Bawana than a 
coal-based Dadri plant. 

Further, on pollution, your colleague 
Nitin Gadkari is batting for the adoption
of BS VI emission norms by 2020, which
would require huge support from your Ministry. 
How prepared are you? 

The government decided not to go for Bharat Stage V 
petrol and diesel; rather, we will bring in BS VI fuel by 
2020. There is not much difference between the two. We 
are committed to bringing our standards in tandem with 
global ones. Many of our modern refineries are already 
equipped and upgradation is required in some; we will do 
it. IOCL’S Mathura refinery has already started working 
on this.  

How do you rate India’s position in the international 
markets, especially considering the volatile oil mar-
ket? Today, geopolitical relationships are not only 
being tested but are also reshaping… 

India’s reputation is changing globally. The leadership in 
the Middle-East values India as a reliable partner, rather 
than a mere consumer of their oil. The advent of shale oil 
and gas in the US, and the continuous crash in oil prices 
have forced the leadership there to scout for new friends 
and strengthen their relationships with existing ones. India 
is an obvious beneficiary of this.    

Post your Tehran visit, you seem upbeat about 
Farzad-B block… 

If all goes well, there will be no hitch in the deal for 
Farzad-B block. They asked us to monetise the gas. The 
Indian consortium partners (OVL, IOCL and OIL) are seeking 
the price of the gas. Iran also offered us other projects. 
Access to this cheaper energy would make our companies 
compete with the global majors. I am hopeful of cracking 
this deal very soon. On payments of the oil dues, we are 
working to establish the banking channels.    

The NDA government is focusing big time on reviving 
the gas economy. The new HELP policy, too, is aimed 
at that. ONGC has come up with its FDP to reap ben-
efits. How are other players reacting?

The response is positive. But we also have to realise that 
the global oil prices are down. Once the appreciation 

of this commodity happens, people will start 
coming in. It is all about getting ready before 

the investment cycle starts. Our policy is 
ready; India already is a mature market. 
The biggest issue global majors face is that 
if they produce in Africa, they will still 
have to look for ways to market their 
products. We have to import 78 per cent 

of our oil needs; we are hungry for cheaper 
gas. We have sent the signals with this policy.  

In March, you extended PSC of all pre-NELP 
blocks except Cairn India’s Barmer Block, and to reap 
benefits of freeing gas pricing, a condition was put 
forth that they withdraw arbitration cases…it was 
clearly hinting at a tangle with RIL-BP… 

Cairn will get its extension. There are some appraisals 
pending; once through, they will get it. But on RIL-BP, if 
they have to take the benefit, they must withdraw the ar-
bitration. It is a clear stand of our government. I am very 
much in favour of providing ease of doing business and 
allowing corporates to work freely, but the law of the land 
must be respected, in letter and spirit.   

Now that oil prices are at all-time lows, what is the 
value of the foreign oil fields that OVL had invested 
in, in the past 18 months?

OVL signed definitive agreements last year for acquiring a 
15 per cent stake in Vankorneft, which owns Vankor fields 
in Eastern Siberia. OVL and other Indian public sector 
companies are in talks for increasing stake in Vankorneft. 
I believe these acquisitions would result in long-term value 
accretion for the acquiring Indian companies. 

What are the plans for ONGC – in terms of investment 
into fresh exploration, especially now that we have a 
more liberal policy?

I think the recent policy decisions taken by our govern-
ment on HELP and granting of marketing and pricing 
freedom for gas produced from HP-HT, Deep Water and 
Ultra Deep Water areas should help E&P companies in a 
big way, including ONGC, which has gas discoveries in Deep 
Water & Ultra Deep Water fields in the Mahanadi and KG 
basins. I am hopeful that such fields will now have better 
chances of economic viability. Besides, ONGC has some 
on-land HP-HT plays in KG and Cauvery basins; we can 
expect ONGC to have more activity in these fields. ~

@anileshmahajan

INTERVIEW  Dharmendra Pradhan
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A Gourmet 
Touch

QUICK FACTS 
BUSINESS: 

Making gourmet food 
products under the Pico 

brand and packaged 
coconut water Cocofl y

FOUNDED IN: 
2011

FOUNDERS: 
Abhay Jaiswal and 

Arjun Gadkari

FUNDING: 
`25 crore

INSTITUTIONAL CUSTOMERS: 
Vistara, Oberoi Flight Servic-

es, Four Seasons, Woodside 
Inn, Barcelos, Monkey Bar

EMPLOYEES: 
60

COMPETITORS 
For Pico: Capital Foods (Ch-
ing’s Secret), Dr. Oetker Fun 
Foods, Veeba, Tabasco, HUL 

(Kissan), Nestle (Maggie)

For Cocofl y: Dabur’s Real 
Activ Coconut Water, Cocojal, 

Tendo
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t is not often that people turn 
their childhood passion into   
business. But Arjun Gadkari, 
Co-founder, Nilgai Foods, is 
different. While interning with 
Lightspeed Advisors in 
Mumbai, his love for food led 
him to realise the huge 
opportunity in global cuisine  
in India. He took on board his 

family friend Abhay Jaiswal, who was then 
working with PwC in London as a strategy 
consultant, and the two launched a venture 
in 2011 that now makes gourmet food prod-
ucts under the Pico brand and packaged co-
conut water under the Cocofly name. And 
no, Gadkari didn’t study hotel management 
– he didn’t have to. “My mother is a great 
cook. She has also written a cook book. Food 
was an integral part of my growing-up years 
and came naturally to the family. I have even 
worked as a chef in Bormio, a small town in 
the foothills of the Alps in Italy.”

The first step the two took was shifting 
to Mumbai in 2010. With $1 million from 
Gadkari’s parents, the two started a 
gourmet cafe, Cafe Pico, in 2011, in Colaba. 
The business model was similar to that of 
UK’s fast food chain Carluccios, which offers 
ready-to-heat food such as quiches and 
baguettes along with packaged items such 
as jams, sauces, dips and dressings, apart 
from baked food. “We wanted to use the cafe 
as a testing ground for the packaged food 
business,” says Jaiswal.

It took one year, but demand picked up. 
They opened a second cafe in Kurla  and 
gradually moved to a central kitchen in 
Goregaon in 2013. To use the full capacity of 
the 2,000-sq.ft. kitchen, they started a quick 
service restaurant, or QSR, chain called PICO 
Express. They opened 12 PICO outlets, mostly 
in corporate parks. They also started selling 
through third-party retailers such as 
Nature’s Basket and e-commerce sites such 
as Ekstop and Big Basket. 

With reach, experimentation increased. 
“We played with flavours and designs, saw 
what worked and noted what didn’t,” says 
Jaiswal. They launched 25-30 types of condi-
ments. The best selling product, says Jaiswal, 
was the ‘sweet and sour’ mango chilli sauce.

Apart from asking customers what they 
liked, Gadkari also travelled extensively to 
look for interesting food products. “I travel 

After bringing international fl avours
to your kitchen, Nilgai is looking at 
the European market. 
By SONAL KHETARPAL 

Arjun Gadkari (right) 
and Abhay Jaiswal





almost five-six times a year and find 
products we can introduce,” he says. 
The Bhut Jolokia Hot sauce was 
launched after one such trip. He says 
the Ghost Pepper sauce, also called 
the Naga sauce, is very popular in the 
US. “We found that the bhut jolokia 
chilli was imported from India but 
there was no big company selling it in 
India. It was an unexplored market.” 
The Bhut Jolokia Hot sauce is now 
their best-selling product with annual 
sales of 1.5 lakh units, he says. 

“To be a successful 
FMCG brand, we had to be 
present in eight million 
kirana stores. We hired a 
sales team to crack the 
distributor network,” says 
Jaiswal. But they got re-
jected by 500 distribu-
tors. “The benchmark for 
distributors is Kissan jam 
or Horlicks. Sales of a 
company like ours are 
meagre in comparison,” 
he says. So, they changed 
their strategy and hired 
10 people with 20-plus 
years of experience in 
sales with FMCG brands 
such as Nestle, HUL and 
P&G. “We interviewed al-
most 1,000 people before
hiring these 10 but it paid
off. We got access to distrib-
utors and negotiated a
higher margin and better
payment terms,” says
Jaiswal. Now, their 60-peo-
ple team sells Pico sauces
through 2,000 general re-
tailers and supermarkets.
Their total funding till date
is `25 crore, most of which has been 
from Gadkari’s family.

With the packaged foods 
business expanding, it was becoming 
difficult to manage the QSR chain. It 
was like running two start-ups, says 
Gadkari. So, in 2015, when R&A 
Foods, the owner of fast food chains 
Paninaro and Pronto, expressed 
interest in buying PICO Express, it 
was an easy decision. It was an all-
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stock deal. Nilgai Foods got a 26 per 
cent stake in R&A Foods. 

At this stage, their advisor, 
Shreekant Gupte, the former CEO of 
Marico, suggested that Nilgai go for a 
stronger product proposition. “We 
realised people were using our prod-
ucts to spice up their already-cooked 
meals,” says Jaiswal. “We realised 
that India, the land of chillies and 
spices, does not have its own hot 
sauce brand. So, we pitched Pico as a 
spicy brand.” This made sense. 

Globally, the hot sauce 
market is $20 billion. 
“India’s share is mi-
nuscule, less than 1 
per cent, as our total 
sauce and ketchup 
market is just `1,500 
crore,” he says. So, 
they stopped making 
sweet jams and salad  
dressings and decided 
to focus on their six 
hot sauces and ketch-
ups. 

There were chal-
lenges. Since people in 
lower income groups 
are the biggest con-
sumers of chilli, this 

also involved change in 
branding from premium 
to mass market, says 
Gadkari. Also, from 200-
ml bottles, they started 
offering smaller packs, 
even `2 sachets. With 
production rising, they 
started running the 
Goregaon plant in three 
shifts, and after it hit peak 
capacity of 10 tonnes for 

Pico sauces, moved to a 8,000-sq.ft. 
facility in Vasai. 

Last year, Gadkari had, what the 
founders call, “another bhut jolokia 
moment”, when he noticed how 
FMCG start-up Vita Coco’s packaged 
coconut water had become a rage in 
the US. He saw an opportunity in 
India, the third-largest coconut pro-
ducer, whose denizens were already 
aware of its benefits. In India, says 

Jaiswal, the market for “unpackaged 
coconut water, straight from the 
fruit”, is `2,600 crore. 

“Another insight was that the 
coconut water exported from India 
will be cheaper than brands from the 
US or other countries,” he says. In 
February 2016, they launched 
Cocofly, which did sales of `25 lakh 
in the first month in Delhi alone. 

Analysts are impressed. Pinaki 
Ranjan Mishra, Partner and National 
Leader, Retail and Consumer 
Products, EY, says their positioning as 
a spicy brand is strong. There is a 
huge opportunity in that space, he 
says. “However, I am not sure if dilut-
ing the product line with an entirely 
different product is such a good idea 
for a start-up. Easy availability and 
natural taste of fresh coconut as well 
as competition from other soft drinks 
means they would require a high 
degree of brand spend, product in-
novation and management focus to 
succeed,” says Mishra.

Nilgai says it closed 2015/16 
with sales of `3.2 crore. The 
operating cost is `60-70 lakh a 
month, says Jaiswal. The company 
is planning to launch marketing 
campaigns to increase sales. The 
company recently launched a 
marketing campaign with an aim of 
boosting sales 25 times. For Cocofly, 
says Jaiswal, promotions in radio 
and newspapers for a month could 
take it to an extra 2,500 outlets 
through the distribution channel for 
the Pico brand. They will now focus 
on advertising Pico sauces too. 
There are other plans as well. “We 
will launch pickles and chutneys this 
year. We have 12 products ready for 
deployment,” says Gadkari. 

The company is looking to raise 
$6-8 million this year. The founders 
say that as they launch the 
marketing campaigns for Cocofly 
and Pico, and start exports to Europe 
in April, they will be able to touch 
`40 crore in sales by the start of the 
next financial year. ~

@sonalkhetarpal7
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O
n July 9, 2007, 
Chuck Prince, then 
the CEO of Citigroup, 
made a comment 
that was to become 
notorious: “When 
the music stops, in 

terms of liquidity, things will be 
complicated. But as long as the 
music is playing, you’ve got to get 
up and dance. We’re still dancing.” 
Prince meant well. He wanted to 
reassure reporters in Japan that 
signs of weakness in the US sub-
prime mortgage market would not 
cause Citigroup, a major player in 
that market, to pull back from 

further lending there. 
A mere two months later, 

Lehman Brothers filed for bank-
ruptcy as a result of its losses on 
subprime mortgages, triggering a 
meltdown in the global financial 
system. As the mortgage market col-
lapsed, millions of Americans lost 
their homes. The US taxpayers had 
to bail out Citigroup to the tune of 
$476 billion in loans and guarantees 

– almost $4,000 per US household. 
In that context, Prince’s com-

ment came to be seen as a cavalier 
justification for the extraordinary 
risks taken on by banks like Citigroup. 
He seemed to be admitting that his 

firm was engaged in a somewhat ar-
tificial process, that he knew it would 
eventually stop, and that when it did, 
there would be negative conse-
quences. Yet this interpretation over-
looks an important possibility: that 
he had little choice but to dance – 
that a behavioural trap lies in wait for 
leaders of all successful firms, one 
they will struggle to avoid even when, 
like Prince, they’re aware of it. 

The trap is an almost inevitable 
consequence of what many manag-
ers might regard as a blessing, be-
cause it occurs when the capital 
markets overvalue a company’s eq-
uity – and especially when stock 

When investor expectations are impossible 
to meet, bad behaviours ensue.
By ROGER L. MARTIN and ALISON KEMPER



overvaluation is common in a par-
ticular sector. In the following pages, 
we’ll describe the trap, show how it 
has played out in various industries, 
and suggest where it may be playing 
out once again.

The Agency Costs of 
Overvalued Equity
The idea that overvalued equity poses 
a behavioural trap was proposed, two 
years before Prince’s comment, by 
Harvard Business School professor 
Michael Jensen. Jensen, of course, is 
familiar to many as the co-author of 
one of the most cited finance articles 
of all time: “Theory of the Firm: 
Managerial Behaviour, Agency Costs, 
and Ownership Structure,” written 
with William Meckling and published 
in the Journal of Financial Economics 
in 1976. Yet Jensen’s 2005 Financial 
Management article, “Agency Costs of 
Overvalued Equity,” has been largely 

– and, we believe, unfairly – ignored.
The latter article focused on com-

panies that benefited from the dot-
com bubble and collapsed dramati-
cally after the crash of 2000-2002, 
such as WorldCom and Nortel. 
Jensen’s central point was quite sim-
ple: When a company’s stock is over-
valued, by definition managers can-
not, in the absence of amazingly good 
luck, reliably and legally deliver per-
formance that will justify its price. 
The market is setting a bar that firms 
cannot realistically meet. 

What managers do in that situa-
tion, Jensen argued, is to make deci-
sions that “will at least appear to 
generate the market’s expected per-
formance in the short run”. In other 
words, they start to make invest-
ments that encourage markets to 
believe the firm still has value-creat-
ing potential, even if they know that 
those investments will ultimately fall 

short. By doing this, managers can 
postpone the day of reckoning until 
they have left the company and can 
escape the consequences. 

Typically, they adopt one or both 
of two strategies:

Investing in fashionable tech-
nologies. Companies with overvalued 
equity often shell out large sums for 
hot, hyped technologies. Dot-com-era 
darling Global Crossing spent billions 
laying fibre-optic telecommunica-
tions cable because doing so con-
vinced shareholders that its business 
would grow explosively. This was 
perhaps the ultimate “If you build it, 
they will come” strategy: At the time 
many analysts saw bandwidth as the 
main limit to growth; companies that 
owned high-bandwidth infrastruc-
ture would be poised to benefit most 
from a rise in digital traffic. 
Companies that invested in laying fi-
bre-optic cable, therefore, could pre-
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sent themselves to investors as being 
on the right side of the future.

As it turned out, Global Crossing 
used very little of its capacity before 
the market crashed. Its fibre-optic 
assets were sold off for a small frac-
tion of their cost, to the chagrin of 
most shareholders – though not 
necessarily its top executives, many 
of whom sold shares before the crash, 
indicating they probably knew the 
stock was overvalued.

Making glamorous acquisitions. 
In the absence of obviously fashion-
able capital investment 
projects, companies with 
overvalued equity tend to 
turn to M&A, often paying 
top dollar for talked-about 
start-ups. Take Nortel,
whose share price in-
creased 10-fold from the 
beginning of 1997 to its 
peak, in September 2000.
It bought dozens of small 
technology companies; 
the biggest  was Bay 
Networks, which it pur-
chased for $9.1 billion – all in over-
priced Nortel stock, of course. 

The prospect of combining a large 
firm’s seemingly deep pockets with 
the entrepreneurial savvy of small 
firms further fuelled investor interest. 
Nortel’s market cap rose steadily with 
each new acquisition, cresting at 
$283 billion. When the music 
stopped, however, Nortel’s market 
cap plummeted, dropping to less than 
$5 billion by July 2002. The com-
pany limped on for a few years but 
eventually filed for bankruptcy in 
2009. Many commentators pointed 
to the acquisition of Bay Networks 
(itself a roll-up of small tech firms that 
was arguably driven by overvalued 
equity) as a key event in the reversal 
of fortunes: It put Nortel in head-to-
head competition with emerging 
router giant Cisco Systems – a battle 
Nortel would lose decisively.

What happens when obvious 
capital investments or acquisitions 
are few and far between? In such 
cases, managers may illegally ma-

nipulate the financial reporting to 
make it seem as though the compa-
ny’s performance meets sharehold-
ers’ high expectations. For example, 
from 1999 to 2002, WorldCom 
capitalised costs that should have 
been booked as expenses, to the tune 
of what was initially thought to be 
$3.8 billion. The discovery of that 
misstatement precipitated the com-
pany’s 2002 bankruptcy. In due 
time, the misstatement was found to 
be an even more staggering $11 bil-
lion. WorldCom had grossly inflated

its earnings, all to prop up its over-
value d equity. 

Of course, with the benefit of 
hindsight, the market recognised that 
during the turn-of-the-millennium 
boom, executives had been making 
irresponsible and sometimes criminal 
decisions. Yet despite the chastening 
crash and a raft of regulatory 
changes – most notably, the passage 
of Sarbanes-Oxley, an attempt to 
force boards to upgrade their supervi-
sion of management – it became ap-
parent within less than 10 years that 
markets could continue to overvalue 
companies and sectors, and that this 
would still tempt and arguably even 
force managers into value-destroying 
strategies and behaviours. 

The Lesson Not Learned
No other sector illustrates the dan-
ger of overvalued equity more than 
banking, and within it, there is no 
better example than Citigroup. 
During 1994, the firm’s market 
capitalisation averaged $10.5 bil-

lion. This meant that if shareholders 
expected a 13 per cent annual re-
turn (in line with Citigroup’s 12.85 
per cent cost of equity), the firm 
needed to generate $1.4 billion a 
year in value through dividends and 
stock price appreciation to keep 
them happy. 

After 1994, Citigroup’s stock 
price rose like a rocket, going from 
about $50 in late 1994 to $588.75 
on August 28, 2000. At $588.75, 
the company’s market cap was 
$330 billion. At that level, Citigroup 

needed to generate 
31 times more new 
value per year than it 
did in 1994. In other 
words, in just six 
years, expectations 
for its annual in-
crease in value had 
risen from $1.4 bil-
lion to $43 billion, a 
goal that probably no 
mature company has 
ever accomplished. 

Of course, inves-
tors did not see any such increase. 
Quite the reverse: The bursting of 
the stock market bubble in 2000 
chopped Citigroup’s market value in 
half, with the share price bottoming 
out on October 7, 2002, at $267.30. 
Sandy Weill, then the CEO, was able 
to lead something of a recovery, 
however, helped by the postbust 
economic rebound. He handed 
Citigroup over to Chuck Prince 
on October 1, 2003, with the stock 
at $470.00. 

This was a mixed blessing for 
Prince. The share price was back to 
a level that was challenging to de-
fend. To deliver on the market’s ex-
pectations, he aggressively invested 
in the subprime mortgage and credit 
derivative markets. Thanks to this 
strategy, the stock price shot back 
up to $564.10 on December 27, 
2006, a mere 4 per cent off the his-
toric high. But this soaring equity 
value came with a price. It was the 
result of ever more risky activities, 
which were required to earn the re-



turns expected. 
Tellingly, the stock price on the 

day of Prince’s dancing quote was 
still at a lofty $516. He was allowed 
to dance for only another four 
months. On November 4, 2007, with 
the stock down to $377.30, Prince 
was forced out of the company. His 
removal made no difference: 
Citigroup stock was in free fall by 
then, bottoming out at $10.20 on 
March 5, 2009. 

Even with the gigantic govern-
ment bailout, an infusion of new 
capital from investors, and an eco-
nomic and industry recovery, the 
stock has climbed only as high as 
$60 a share for a single day since the 
bottom of the trough. This suggests 
that even in the post-dot-com dip, 
Citigroup suffered from a massive and 
indefensible overvaluation of equity. 
And it is fair to argue that Prince be-
came CEO in a context in which it 
was impossible for the company to 
earn enough to defend that valuation. 
So he did what Jensen’s theory pre-
dicts: He kept dancing even though 
he knew the music would stop – with 
serious consequences. (However, he 
probably had no idea just how cata-
clysmic they would be.) 

Prince stood apart from his col-
leagues in only one respect: He pub-
licly admitted that he had an overval-
ued equity problem. He even talked 
to regulators about it. When dining 
with Hank Paulson, then the US 
treasury secretary, in June 2007, 
Prince is reported to have asked, 

“Isn’t there something you can do to 
order us not to take all these risks?” 
His appeal apparently fell on deaf 
ears. Nor did investors pay attention. 
Perhaps a few sold Citigroup shares 
after hearing his comment about 
dancing, but not many, given that 
the stock price drifted higher, not 
lower, in the week after the quote 
came out in the Financial Times. 

A Widespread Problem
If overvalued equity were a periodic 
problem associated with bubbles, we 
would be concerned but not alarmed. 

But we’re coming to believe that this 
phenomenon is more commonplace 
and more serious than we initially 
suspected, and that it affects many 
important, capital-consuming sec-
tors in the so-called real economy.

The pharmaceutical industry is a 
case in point. Many drug companies 
enjoy high valuations: From 1988 to 
2000, the combined capitalisation of 
the six pharma firms in the S&P 50 

rose spectacularly, from $83 billion 
to $917 billion ($983 billion if you 
include the seventh, Amgen, which 
emerged after 1988). Their valua-
tions have stayed largely flat ever 
since, with the seven sitting at $945 
billion in the fall of 2015. 

In 2009, a seminal article in the 
scientific journal Nature, “Lessons 
from 60 Years of Pharmaceutical 
Innovation,” demonstrated that 
even though commercial R&D 
spending rose from under $1 billion 

in 1950 (in 2008 dollars) to $50 
billion in 2008, the number of new 
drugs approved each year did not 
rise; though it vacillated slightly 
from year to year, it remained re-
markably stable. The favoured big 
pharma tactic of merging to produce 
scale-driven synergies provided no 
systematic increase in drug output, 
either. There is no indication that 
R&D productivity has improved at all 
even as commercial pharmaceutical 
R&D spending continues to rise. 

Drug companies can’t simply re-
turn earnings to shareholders, how-
ever, because that would signal that 
they no longer believe that R&D is an 
attractive investment – and that their 
R&D model is broken and can’t sup-
port current valuations. Despite the 
evidence, investors expect big 
pharma firms to continue delivering 
value with their existing model, 
which means that managers have no 
choice but to continue as they are. 
They may fear that cutting R&D 
might cause investors to realise that 
the music has stopped and thus trig-
ger a collapse in the share prices 
they’re mandated to grow. 

The money that big pharma 
spends on R&D is small change beside 
the $571 billion big oil is projected to 
pour into prospecting for new re-
serves in 2015. (Admittedly, that 
amount is 17 per cent less than its 
2014 spending.) That large an invest-
ment seems perverse when you con-
sider that with proven reserves con-
taining almost two trillion barrels’ 
worth of oil, the world now has a 
53-year supply ready to tap. And oil 
companies are not only overexplor-
ing but overproducing: They’re ex-
tracting increasing quantities of 
crude oil, amassing stores of nearly 
500 million barrels in the US alone. 

More perplexing still, the massive 
investment is being made in the face 
of a strong consensus among envi-
ronmental scientists about the im-
pact of fossil fuels. It’s an ecological 
catch-22: If oil companies are to sell 
what they already have, the world 
will have to burn carbon at a rate 
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that will damage the planet’s ecosys-
tem so much that economic growth 
itself (and, therefore, the future need 
for oil) will be compromised.

Oil executives may well believe 
that they’re sensibly pursuing a 
sound asset-acquisition strategy. 
After all, oil companies have histori-
cally profited from finding new re-
serves, as economic growth has al-
ways provided ample oil demand. 
And it’s possible that the scientists 
are wrong – that the world needs 
the additional energy and will be 
able to afford it regardless of its eco-
logical impact, which may be over-
stated. But assuming that the scien-
tists are wrong is very risky – there’s 
no way to determine in advance 
whether they are, and the world will 
have a really big problem if they 
turn out to be right.

We suspect that the oil execu-
tives investing in exploration are 
actually well aware of the risks. 

What’s happening, we’d suggest, is 
that the oil industry is suffering from 
overvalued equity. At last count 
seven of the 100 most valuable pub-
licly traded firms in the world were 
oil and gas companies; in aggregate 
the industry had a market capitali-
sation of more than $1.3 trillion. 
Since many of the largest petroleum 
companies in the world, including 
Saudi Arabia’s Aramco, are state 
owned, the actual sector valuation 
is probably closer to $4 trillion. 

The reserves on the balance 
sheets of oil companies account for 
the greatest proportion of this valua-
tion. To keep it propped up, execu-
tives running big oil invest aggres-
sively in finding more reserves; 
should they stop spending on new 
exploration and development, it 
would signal to investors that their 
current reserves aren’t worth as 
much. It’s not clear just how far their 
value would fall if the petroleum 

companies ever hinted that the end 
of their dance was near, but the drop 
would probably be monumental. 

The overvalued equity trap is not 
just an economic problem. There 
can be serious social costs to misdi-
recting investment on such a large 
scale, though the two industries 
we’ve looked at vary in this respect. 
Arguably, pharma research over-
spending does not have particularly 
egregious social consequences. This 
money mainly goes to fund well-
paid, highly skilled jobs that have a 
relatively modest carbon footprint 
and no other negative environmen-
tal impact. If the investment leads to 
the discovery of an incremental drug 

– even at an uneconomic cost – it 
alleviates some amount of human 
suffering. There may be potentially 
serious long-term effects, though; 
some critics worry that in their effort 
to justify their R&D spending, 
pharma companies are overaggres-
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OIL AND GAS: POISED FOR A FALL?
Because reserves account for a major portion of
valuations in the oil sector, its market cap tends to track
crude prices. But when crude prices plunged in 2015, the
sector’s market cap did not – a sign that valuations in
the industry may be artificially high
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sive in pushing drugs like painkillers 
and antibiotics, exacerbating prob-
lems with addiction and antibiotic-
resistant strains of bacteria. 

With big oil spending, which is 
10 times greater, the social damage is 
much more obvious. Oil and gas ex-
ploration and development has an 
exceedingly high carbon footprint. 
It’s also environmentally dangerous, 
often causing destruction in ecologi-
cally sensitive areas. And the more 
successful it is, the more it lowers the 
price of petroleum, encouraging 
more oil to be burned faster and in-
creasing the environmental penalty.

Is there anything managers can
do to break this cycle?

A Possible Way Out
The recent experience of the
Canadian company Valeant
Pharmaceuticals International sug-
gests one avenue, though it is most
certainly a cautionary tale. After
seeing its stock price seesaw be-
tween $14 and $27 in the four
years leading up to February 2008,
Valeant appointed ex-consultant J.
Michael Pearson as CEO. He immedi-
ately began buying up small pharma
companies that had fallen out of fa-
vour with the capital markets and
then chopped their R&D dramati-
cally. The resulting increase in the
profitability of the acquired busi-
nesses drove Valeant’s share price to
a high of $262.53 on August 5,
2015, with a market capitalisation
of $102 billion and a stratospheric
price/earnings ratio of 123.

What Pearson did was fairly sim-
ple. He created a new narrative for
value creation in pharma, based on
data about R&D efficiency. In short,
he bought pharma companies and
largely if not entirely shut down
their spending on drug discovery. In
his view, most pharma R&D does not
represent efficient use of capital.

However, the great irony is that
as Pearson used this technique and
narrative to propel Valeant’s market
capitalisation skyward, he exposed
himself and his own company to the

agency costs of overvalued equity. As 
it became difficult to find more acqui-
sitions whose R&D he could cut and 
whose profit he could grow enough 
to justify the expectations implicit in 
a high P/E ratio, the firm began to 
take actions that raised questions. 
Allegations of the use of aggressive 
accounting and tax policies to pump 
up earnings continue to swirl around 
the company. Huge increases to the 
prices of its drugs lifted short-term 
earnings but have now attracted 
government scrutiny, which may 
lead to a dramatic reversal. The over-
valued equity trap lurks even for a

company that cleverly exploits the
problem of overvalued equity.

Whether Pearson’s strategy has
reached the end of its run or not, it
could well be applied in the oil indus-
try. A corporate investor could pur-
chase underperforming oil and gas
companies and then eliminate most
if not all of their exploration and de-
velopment expenses to create a pro-
ducer that simply but very efficiently
liquidates its existing portfolio of
proven reserves. Like Valeant in
pharma, it could roll up to bigger and
bigger companies and create ever
more value for its shareholders, ena-

bling it to buy more devalued compa-
nies. That would help other investors 
discipline oil and gas company CEOs 
who are overspending to cover up 
their overvalued equity. 

If such a movement gained mo-
mentum, the state-owned companies 
might even question whether their 
continued spending is a net benefit to 
their country’s citizens. Regulators 
and elected officials might be open to 
scaling back on exploration, since 
their decades of oil-funded prosperity 
have expired, leaving them with less 
patience for the industry’s promises. 
Further, their appetite for taxing
carbon is increasing as voters become
more deeply concerned about ad-
verse climate impact.

MANY MANAGERS grumble about
the capital markets usually, about
how little investors appreciate their
strategies. Very few CEOs have ever
openly complained that markets are
overvaluing a company’s shares,
even though the problem is as en-
demic and widespread as undervalu-
ation. That silence is not altogether
surprising, given that the overvalua-
tion both increases the worth of their
stock options and seems to validate
their decisions. But it is precisely
when executives feel on top of the
world that they need to consider the
possibility that their strategies have
run out of steam. To avoid the inevi-
table crash, they need to look for
good reasons why their seemingly
triumphant approach might fail and
figure out fresher and more-realistic
narratives for value creation. ~
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A
lost mobile phone is not just a
loss of money. Any misuse of
our personal and professional
data stored on devices could
mean real and virtual
mayhem. While we can be
extra careful to not leave
devices anywhere unattended,
being prepared for the worst
case scenario can be helpful.

This includes activating important settings and fea-
tures built in the device and downloading apps to track the
device on the map, enable a loud alarm and even remote-
wipe the device if it cannot be recovered. It is paramount
that you create a cloud back-up of all the data. If backed up
using automatic cloud back-up, you can fetch your data
on the new device with a single login into the cloud service.
Leading players including Apple, Google and Microsoft

offer these features either through built-in services or apps.
You can also avail of third-party apps.

Apple’s Find my iPhone:
Apple has built a robust tool in iOS that 
not only keeps your data safe, but also 
makes the device unusable if you end 
up losing it. If you are using any of 
Apple’s devices – iPad, iPhone, iPod 

Touch or Mac – this service can be a boon. The app, if set 
up and activated, can locate lost devices, disable them and 
even fully erase data using the iOS app or through iCloud 
on a computer. With iOS 7, Apple added an Activation 
Lock that makes the iPhone unusable without the owner’s 
Apple ID or password. So, if the phone is stolen, the iPhone 
remains tied to your Apple ID and can’t be used with any 
other account. Even when the iPhone is completely wiped, 
it will be locked down, rendering it useless. You can acti-

Don’t Lose It!
Losing your phone or tablet can mean extreme 

inconvenience and breach of privacy. But fret not, 
these apps and features can track your device 

and secure it, too. By NIDHI SINGAL



May 22  2016    BUSINESS TODAY  107

vate it under Settings, by scrolling down 
to iCloud and tapping on ‘Find my iP-
hone’ and turning the toggle on (in 
green). Turning on ‘send last location’ 
sends the last location of the iPhone to 
Apple when the phone is low on battery. 
The two-factor authentication process 
adds an extra layer of protection. But, 
for ‘Find my iPhone’ to work, your 
phone must be on and connected to a 
cellular network or WiFi. Then by log-
ging in to the iOS app or iCloud on the 
web and selecting the ‘Find iPhone’ op-
tion locates the approximate location of 
the iPhone. You can also Play Sound to locate it, select lost 
mode that locks the device and even erase the iPhone. This 
feature also shows the battery level on the phone. When 
setting up the new device, you can rest assured about your 

data. Backing up data on iCloud lets you 
retrieve photos, mails, contacts, calen-
dars, reminders, Safari, notes, wallet, 
etc, with a single tap. 

Android Device Manager: 
Google, too, offers a one-stop solution for 
a large number of Android devices. The 
Android Device Manager app can be 
installed from the Google Play Store and 
helps locate and remote-wipe a lost or 
stolen phone. To set it up, you need a 
Google account. The tracking and wip-
ing can be done by logging in to www.

google.co.in/android/devicemanager from the web using 
the same Google account. This service can track your de-
vice’s location on Google Maps, sound an alarm on the 
phone, lock and erase provided the phone is turned on and 

If backed up 
using automatic 
cloud back-up, 
you can fetch 

your data on the 
new device with 
a single login 

R
A

J V
E

R
M

A



PERSONAL TECH

108  BUSINESS TODAY  May 22  2016 

connected to the internet. Location services, too, need to 
be turned on. For data back-up, Google Drive offers 15 GB 
of free storage with support for different types of files in-
cluding photos, contacts, documents, excel sheets, etc.

Microsoft’s Find My Phone: 
Microsoft has the ‘Find My Phone’ service for its Windows 
smartphones. For Windows laptops and tablets, Microsoft 
has a similar service but it only helps in locating the de-
vice, not wiping it. The user needs to turn on the master
location setting, log in to his/ her Microsoft account and
even switch on the ‘Find My Device’ setting. In case of loss
or theft, visiting account.microsoft.com/devices and log-
ging in using the same Microsoft account can help in
tracking the location of the device. A user can set up ‘Find
My Device’ to save the device’s location every few hours,
so it becomes easier to locate it. The device’s location is
saved to OneDrive, which is Windows’ cloud back-up
service, from time to time. However, Microsoft Intune for
enterprises provides mobile device management, mobile
application management and PC management capabilities
from the cloud. Using this service, organisations can pro-
vide their employees with access to corporate applications,
data and resources from virtually anywhere on almost
any device, while helping to keep corporate information
secure. With Intune, administrators and users can protect
corporate information through selective wipe of managed
apps and related data when a device is unenrolled, no
longer compliant, lost, stolen or retired from use.

There are other popular independent applications
such as Dropbox that are commonly used for data back-up
on the cloud. For security and remote wipe, services such
as F-Secure, Avast and Norton can be used to protect the
device against viruses. These also provide remote wipe
option, in case there is no way to recover the device.

Here are a few that can come in handy:

F-Secure Safe is a security app devel-
oped for Android, iOS and Windows
devices that helps in locating and eras-
ing data on missing smartphones and
tablets. It also claims to protect per-
sonal content on the device.

Additionally, you can block unwanted callers, scan and
clean the device from harmful applications, making it
secure for banking services over Google Chrome, Safe
Browser and Dolphin Browser.

Avast Anti-Theft is a specialised anti-
theft solution provider. This, too, al-
lows you to protect the device as well 
as data. The free version of the app 
allows you to find the lost phone and 
remotely lock it or wipe all data on the 

device through web-based interface or SMS. It also 

enables remote listening remotely have the phone call
you elsewhere, with screen blacked out, so you can listen
to the phone's surroundings; SIM card change
notification; stealth mode; forwarding calls and
messages to people and remote lock, among other
features. Available only for Android devices, there is a
premium version of the software that offers features such
as remote data retrieval and Geofencing.

Lookout is a neat app available for
both iOS (including Apple Watch)
and Android for protection from data
loss, theft and other threats that put
your personal information at risk. It
helps in locating the lost iPhone or

iPad from anywhere on any device connected to the
internet. It automatically saves the device’s last location
before the battery runs out and even shows the distance
between the iPhone and the Apple Watch when they are
about to lose the connection. The app backs up contacts
automatically and also notifies about out-of-date or in-
secure version of the OS.

Dropbox is the most popular cloud
storage service offering 2 GB free cloud
storage to start with. But using friend
referrals and liking its social media
page can help you increase the storage
space by up to 20 GB. It lets you back

up images, videos, documents and more, and can be used
for sharing files with your contacts without sharing them
publicly. Dropbox is both Android and iOS compatible.

Box is a popular cloud storage app, 
available for Android and iOS, that 
securely stores, manages and shares 
files, photos and documents, and offers 
10 GB of free cloud storage. The in-
built sharing feature lets you share 

links instead of heavy files. It also gives offline access to 
files and folders. Box Notes helps in taking notes and work-
ing in real time with other users. Additional features in-
clude real-time search, search within PDF, PowerPoint, 
Excel, Word docs, etc.  ~

Applications such as 
Dropbox and Avast can be 
used for backing up data 
and securing lost phone 
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The latest Google Chromecast 
comes with a new design, 
improved performance and 
an enhanced app ecosystem. 
By NIDHI SINGAL

New & 
Improved

When it was launched a couple of years ago, Google 
Chromecast was a great way to convert your regular TV into 
a smart one, without spending much. The big USB-type 

dongle could be plugged into the TV’S HDMI port and paired over the 
Google Cast app to stream content wirelessly from the smartphone on 
the TV. But it wasn’t perfect and had its share of drawbacks. Google 
has now launched the new Chromecast with better and smooth func-
tionality. 
DESIGN: While the older generation Chromecast was big and looked 
like a USB dongle, the new Chromecast has a circular design that can 
be neatly tucked behind the TV. It has a flexible HDMI cable and a micro 
USB port for drawing power. While a power adapter has been added 
to the box, it can even source power from a spare USB port on the TV. 
PAIRING: After connecting the Chromecast to the TV, you will need the 
Google Cast app to pair the dongle. Chromecast creates its own WiFi 
network to pair with the app and the pairing process is really simple. 
When paired for the first time, the Chromecast updates itself and yet 

was ready to use in five minutes. Google has added 
dual-band networks to the hardware, which en-
hances the overall casting/ streaming perfor-
mance. Technically, Chromecast doesn’t do any-
thing on its own apart from having a few images 
as the screensaver. Everything – be it streaming or 

controlling – is done using the compatible 
app. It is compatible with iPhone, iPad, 

Android smartphones and tablets, 
Mac, Windows and Chromebooks. 
APPS: Google has improved the cast 
app significantly and now has a list 
of apps with cast compatibility 
across entertainment, gaming, 
music, video, photography, TV 
shows, etc.  Within the Google Cast 

app, there are three tabs – What’s 
On, Devices and Get Apps. What’s On 

shows trending content that can be 
streamed. The Devices tab helps in pairing 

as well as controlling the Chromecast, while 
the Get Apps section features various apps with Cast support. The 
number of apps compatible with the Chromecast is much higher in 
comparison to the first generation Chromecast. Popular names with 
cast compatibility include YouTube, Netflix, Hooq, Saavn, ErosNow, 
Viki, Twitch, TED, Crunchyroll, NBA and Pixlr, among others. 
PERFORMANCE: After pairing, I started streaming videos to 
Chromecast using the YouTube app. A cast icon appears that 
instantly throws the content onto the TV, without any buffering or 
lag. I was also able to stream offline videos stored within the app. You 
can add content to the queue and exit the app to use the phone for 
other things. When I exited the YouTube app on the iPhone SE, the 
Chromecast continued to play the video. Later, I was able to stop the 
video from the Cast app. When used on an Android phone, it can 
also mirror the phone screen on your TV. ~

@nidhisingal
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T
he Indian passenger car market is witness-
ing a churn like never before – emergence 
of new segments and phasing out of older 
models have almost become a daily fea-
ture. Japanese auto major Toyota, too, is 
driving down the innovation highway to 
reinvent the Innova with Crysta – the 

best-ever Innova with fresh styling, crispier shell and 
sharper body lines that would combine affordable luxury 
with some real power.

Coming as the first major overhaul since its 2005 India 
debut, the Innova Crysta has borrowed from the compa-
ny’s new global architecture, which bears testimony to five 
years of meticulous hard work by Toyota engineers, based 

on feedback from select 600,000 Indian customers. 
The ardent changes in design – from shedding the 

bulky headlights for slimmer projector headlamps with 
integrated LED lighting and keyless ignition, to retuned 
suspensions for better control and shock-free drive on 
potholed Indian roads – were not only made to cater to the 
aspirational Indian middle class, but also to move beyond 
the tag of being a hitch vehicle. Automatic control has 
been added to the rear AC and the top-end Z-variants gets 
ambient lighting and a 7-inch touchscreen infotainment 
unit with navigation. Keeping in mind the aspirations of 
younger customers, the Crysta has been pepped up with 
top-notch upholstery, gizmos and connectivity. 

The new GD series turbo diesel engine has not only 

CRYSTA GAZING
Toyota’s efforts to make the Innova an owner’s pride may have just been 

realised with the Crysta, by far a winner in the MPV category.
By CHANCHAL PAL CHAUHAN
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enhanced the power and mileage output, but the six-speed, 
2.8-litre diesel motor with 174 PS raw power @3,400 rpm 
makes it the most powerful MPV sold in India. A long-
pending demand for a high-end automatic variant has also 
been met by Toyota with Crysta. The pedal is much pep-
pier, thanks to the higher 360 Nm torque. 

The seating configuration remains standard with 
separated captain and bench, coming in fresh Hazel Brown 
and Black leather option for the higher trims. The introduc-
tion of one-touch tumble and space-up rear seats makes it 
easy to slide and move rear passengers across easily.

Battling to ditch the reputation of churning out boring 
cars – reinforced by the debacle of its India-specific Etios – 
Toyota has introduced a segment first with ECO and 
POWER modes. Claiming to provide the best of both 
worlds, the Eco mode promises a healthy blend of power 
and fuel with 15.10 km mileage. The POWER mode, true 
to its acronym, denotes top-notch acceleration and perfor-
mance that surprisingly even enhances the aircon delivery 
inside the car by a measure. It also makes the drive effort-
less and reduces stress while moving the huge vehicle on 
congested Indian roads.

For motoring aficionados, a petrol variant is ruled out 
for the time being. However, improvements have been 
carried out on the regular manual to deliver 15 per cent 
higher mileage and power, despite a smaller 2.4 litre en-
gine – a 100 cc deficit over the outgoing 2, 494 cc power-
mill. The new MD of the Indo-Japanese venture, Akito 
Tachibana, is keenly observing the persistent shift towards 
petrol vehicles in India and, going by the dwindling prefer-
ence for diesel, did not rule out the possibility of a petrol 
variant. “There is no consideration yet over the uncer-
tainty (Supreme Court ban on 2,000 cc vehicles). 
However, we have the options to get something from our 
global line-up, which could be worked out,” he told 
Business Today on the sidelines of the Crysta review.

Vying for a bigger slice of private number plates, the 
safety apparatus has been spruced up with seven SRS 
airbags, including a critical driver knee and curtain shields. 
The patented body, Global Outstanding Assessment (GOA) 
shell, has been carved out of high tensile steel for improved 
occupant and pedestrian protection, which interestingly, 
makes the cabin much quieter. Adding to the performance 
is a vehicle stability feature – hill-hold assist with anti-lock 
brakes – that yet again makes it the best-in-class MPV.

The improvements should act as a paradigm shift for 
the Innova to emerge as a mainstream explorer vehicle – 
something that its peers, such as Nissan Evalia, Chevrolet 
Enjoy or Renault Lodgy, tried without much success.

Crysta stands out from half a dozen of its existing peers 
and may as well prove to be the real winner in comparison 
with the still-to-be-launched Tata Hexa and Honda BR-V. 
Often tagged as Toyota’s most successful creation that 
aptly filled the void of its stupendous predecessor, the 
Qualis, the second-generation Innova promises to only 
raise the bar.

But, there’s a hitch. The Supreme Court ban on the sale 
of diesel vehicles with engines above 2,000 cc in Delhi-
NCR – by far the biggest market in India – may be a damp-
ener for the Crysta with its 2,400 cc diesel engine, effec-
tively eliminating nearly 10 per cent of potential buyers. 
The absence of hybrid and micro-hybrid options could also 
throw a spanner in the works, but that’s not really a prior-
ity for the segment Crysta caters to. ~

@sablaik

Keeping in mind the aspirations of younger 
customers, the Crysta has been pepped up with 
top-notch upholstery, gizmos and connectivity

Overhau led

ENGINES: 2.4 litre Manual (150PS); 2.8 litre Automatic (174PS)

FUEL: Diesel

TORQUE: 343 Nm & 360 Nm

PRICE: `14 lakh onwards (ex-showroom Delhi) 

MILEAGE: 15.10 kmpl; Automatic: 14.29 kmpl

FUEL CAPACITY: 55 litre
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Hillary – A biography
of Hillary Rodham
Clinton
By Karen Blumenthal

PAGES: 450
PRICE: `599

Bloomsbury

As a working
woman in current
times, you cannot
help but notice
and respect
Hillary’s resolve
to have it all
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K
aren Blumenthal’s bi-
ography of Hillary Rod-
ham Clinton, Hillary, 
clearly proves that she 
is an award-winning 

children’s writer and journalist. The 
book is engaging, to-the-point and 
a fast read. In an effort to establish 
who Hillary is, Blumenthal chroni-
cles her life events, identifi es her key 
infl uencers and adds perspective 
on her primary motivations. In the 
bibliography, Blumenthal reveals 
that she never actually interviewed 
Hillary. Notwithstanding this, she is 
able to deepen our understanding of 
a leader who has both “fascinated” 
and “divided” people.  

As a mother of daughters and as 
a career woman, I fi nd Blumenthal 
provides excellent insight into the 
complexity and challenges of being 
and “becoming” Hillary. Blumen-
thal divides her book into four sec-
tions: Hillary’s childhood and aca-
demic years; her years in Arkansas, 
balancing her career and family life; 
her years in the White House as First 
Lady; and the acceleration of her 
own political career – as a New York 
Senator, as a presidential candidate, 
as Secretary of State, and fi nally as a 
potential presidential nominee.

The book impacts me in two 
ways. As a professional, it brings to 
life great leadership traits – purpose, 
intelligence, curiosity, tenacity, grit 
and accountability. As a mother, I 
pay close attention to the infl uences 
and factors that aided in developing 
this person who has surmounted 
challenges and failures, and contin-

ued to pursue a strong career path 
and purpose.

The fi rst two sections of the book 
are the strongest. Blumenthal illus-
trates key infl uencers in Hillary’s life 
(parents, teachers, spiritual leaders) 
with great dexterity and we begin to 
get an insider’s view of why Hillary 
is Hillary. The fi rst interesting ob-
servation Blumenthal makes is that 
‘Hillary’ was largely a boy’s name at 
the time of her birth. She describes 
her parents as strong personalities 
(Hillary’s mother as quieter and 
softer, but deeply infl uential on 
her children, and her father, hard-
driving and stubborn). Her siblings, 
teachers, pastor and friends provide 
more clues. The early days demon-
strate Hillary’s idealism, curious, 
driven and opinionated nature, and 
her sense of accountability. Success 
comes easily from an early age and 
she is never one to back down from a 
challenge. But she is tempered – her 
teachers and administrators describe 
her as able to communicate issues 
with balance and convince others 
effectively. At Wellesley, “…Hillary’s 
energy, charisma and leadership 
separated her from the crowd”.  

The chapters on Bill and Hillary’s 
courtship illustrate effectively the 
strength and quality of the part-
nership they will build and sustain 
throughout their lives –  due to their 
complementarities and similarities 
– and through the hardest of times. 
Blumenthal balances the devasta-
tion caused by Bill’s infi delity with 
the enormous support they provide 
each other. A couple of examples 

Ascent of a Woman  
The book is a gripping summary of Hillary’s chequered life, from her 
go-getter days at Wellesley to her ascent in politics. By Ipsita Dasgupta

Hillary A biography
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include Bill following her to Cali-
fornia for her summer internship 
and forsaking his own, and agree-
ing to reduce all activities through 
his Foundation and in his talks to 
enable Hillary’s role as Secretary 
of State. Hillary’s sacrifi ces are 
even starker, including her move 
to Arkansas and placing Bill’s ca-
reer fi rst during his presidential 
campaign and tenure.

The second section, ‘Ar-
kansas’, powerfully illustrates 
Hillary’s personality, the way she 
is perceived and criticised, and her 
efforts to change perceptions for 
Bill’s success and her own peace 
of mind. Deeply personal and dif-
fi cult decisions like changing her 
last name and appearance to suit 
the needs of her husband’s career 
stand out as poignant examples of 
her external challenges and inter-
nal struggles. 

Though succinctly written, 
the third and fourth sections 
don’t delve much into Hillary’s 
thoughts, motivations and re-
actions. As Blumenthal races 
through to capture every incident 
and major event, bringing us to 
2016 in 183 pages, she is unable 
to give us as much depth or refl ec-
tion on how Hillary feels or rea-
sons for the choices she makes. 

As a working woman in cur-
rent times, you cannot help but 
notice and respect Hillary’s re-
solve to have it all (whatever your 
politics may be) – her goals in-
clude a strong family whose foun-
dation is unshaken through deep 

challenges and a laser-focused 
ambition to be relevant publicly 
and to serve her country. The for-
mer is captured perfectly in a pic-
ture of the Clintons walking away 
from the camera after Bill admits 
to his affair, as Chelsea holds both 
of their hands. 

The last section of the book 
describes Hillary’s career path 
from NY Senator to today. This is 
probably the section that crams 
the most in a few pages – Septem-
ber 11, Benghazi, Chelsea’s mar-
riage, birth of Chelsea’s daugther. 
Although a great summary of 
all the events surrounding her, 
the author leaves us wondering 
about many things.

Within the context of the US 
elections, Blumenthal’s book 
comes at a great time. It gives 
deeper insights than we have 
had so far on a truly unique can-
didate – likely, the fi rst female 
Democratic nominee in the US. 
Personally, I found most value 
in the story of an incredibly ac-
complished woman who faced 
the extreme, unimaginable chal-
lenges of having her applications 
rejected because “we don’t ac-
cept women”, to the more famil-
iar challenge that all women face 
today of balancing personal, fa-
milial responsibilities and career 
aspirations. When my children 
are older, this is one of the books 
I will recommend to them. ~

The reviewer is EVP and Head, 
Asia Pacifi c & Russia/CIS, 

Glenmark Pharma
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Superbosses

The book, a leadership
guide, shows the incredible 
impact that great managers 
can have, both on their 
employees and on entire 
industries. 
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aught in a Storm
group of investors in SoftBank Group Corp. reportedly
led on the board to investigate and possibly sack Nikesh
ora, the company’s heir apparent to billionaire founder

asayoshi Son, over potential conflicts of interest due to his
e as an advisor to a private equity firm. The letter also
estions his track record and qualifications. SoftBank
uted the allegations levelled at Arora and stated that it was
are of his advisory role at Silver Lake. In a statement, Son,
CEO of SoftBank, said, “I have complete trust in Nikesh 

d one thousand per cent confidence in him”. Arora’s 
salary made headlines last year with 
reports that SoftBank had paid him 
$135 million for his tenure between 
September 2014 and  March  2015.

Hard Talk
Raghuram Rajan’s Washington
the Spring Meetings of the World
and the IMF, and the G20 Meetin
Finance Ministers and Central B
Governors created quite a stir. In
his addresses there, while talking
India as the ‘bright spot’ amid th
economic gloom, he said, “I thin
have still to get to a place where
satisfied. We have this saying, ‘in
of the blind, the one-eyed man is
Owing to a political backlash, Ra
compelled to clarify his remark.
apologise to a section of the popu
the visually impaired, who migh
by my statement. My intent in sa
‘one-eyed King in the land of the
was to say that our outperforma
the midst of global weakness,” h
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Change of Roles
In a major bureaucratic rejig by the 
Appointments Committee of Cabinet headed 
by the Prime Minister, Ashok Lavasa, 
Secretary, Ministry of Environment, Forest 
and Climate Change, has been appointed as 
Secretary, Department of Expenditure, 
Ministry of Finance. He replaces Ratan Watal 
who retired on April 30. Lavasa, a 1980 batch 
IAS officer from the Haryana cadre, will be 
replaced by Ajay Narayan Jha, the erstwhile 
Special Secretary, Department of Expenditure. 

Law and Behold!
Liqour baron Vijay Mallya’s respite in Britain could soon 
be over. The Ministry of External Affairs has written to 
the United Kingdom seeking his deportation. The Indian 
government has already revoked Mallya’s passport for 
non-cooperation with investigators after he ignored three 
summons by the Enforcement Directorate. There is also a 
non-bailable arrest warrant issued against Mallya.
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Secretary, Dept. of Expenditure
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A Cry for Justice
the Annual Chief Ministers and Chief Justices Conference,

rath Singh Thakur, Chief Justice of India (CJI) broke down
hile lamenting about the Centre’s delay in appointing judges

nd increasing the number of courts, thus denying the poor
an and under-trial prisoners their due justice. “I feel that if
thing else has helped justice, an emotional appeal might,” 

hakur said to an audience comprising Prime Minister 
arendra Modi, his fellow Supreme Court judges, 
gh Court Chief Justices and former CJIS.

Tirath Singh Thakur 
Chief Justice of India
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With over 7,800 magazines and 1.6 
million subscribers, Vijay Radhakrishnan, 
Co-founder and President, Magzter, tells 
Sapna Nair Purohit that he now plans 
to tap advertising revenues.
What were the initial hiccups in getting 
publishers, especially in India?
In 2011, publishing on a tablet or smartphone 
was the buzzword. Many big publishers wanted 
to explore it themselves, but did not understand 
the nuances of marketing or adapting to 
changing technology. Then we arrived as a self-
service publishing platform with the knowhow 
of marketing and, despite the initial resistance, 
managed to rope in big players. Indian 
publishers were easier to convince than those in 
developed markets, including the US. Today, 
India contributes around 30 per cent to our 
subscription revenues. 

Why haven’t you explored the advertising 
route to increase your earnings? 
For advertising, you need to have a considerable 
number of users. Now that Magzter has 28 mil-
lion downloads and over 7,800 magazines, we 
will open up this premium inventory to advertis-
ers – full-page, non-intrusive, interactive ads. 
We will build partnerships across regions, in-
stead of setting up a big sales force. In the next 
three years, we hope to generate $100 million 
and the growth will come from advertising.

How was the transition from individual 
magazine subscriptions to ‘articles’?
Initially, many users were subscribing to three 
or more magazines. So, we launched Magzter 
Gold, the all-you-can-read model, for a 
subscription of `399 per month. Today, 60 per 
cent of our revenue comes from Gold. ‘Articles’ 
is targeted at millennials who are not in the 
habit of reading magazines, but follow content 
on social media. We handpick interesting articles 
that are repurposed for phones. ~ 

“Indian 
publishers 
were easier 
to convince 
than those 
in developed 
markets”

 Full interview at
 businesstoday.in/VijayRadhakrishnan






