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EDITORIAL - SOME HIGHLIGHTS

I. General Economic Scene

St-te

Vil Plan

The State Planning Commission re-
viewed in November, 17 all of the 18
task force reports and on the basis
of this review asked that the relevant
chapters should be finalised. The task

force on resources reported that for

the VIII Plan Rs. 6900 crores are in-
sight and that Rs. 1,600 crores could
be regarded as the additional resource
mobilisation giving a total of Rs. 8,600
crores. The Commission agreed to
recommend to the government the VIII
Plan of Rs. 8,500 crores and on that
basis, each of the 18 task force
reports were allocated its share, follow-
ing the priorities established by the
Commission. .The only task force report
yet to be reviewed was that of urban
and housing development which s
ready and is to be reviewed in early
December.

Climate and Prices

The climate in November was some-
what unusual. In the first 20 days
of the month, the monsoon{was active
and the state received good rains
every where except in Madras city
which had two spells of rain. As a
result the drinking water reservoirs are
only 1/6 full 1167 mc ft against
6483 mc ft capacity and so the pros-
pects of drinking water even on alter-
nate days beyond February/March is
in some doubt. (Red Hills 673 mc ft,
Sholavaram 266 mcft and Poondi
329 mc ft). But the rest of the state
had rains. (Kodaikanal and Amba-
samudaram 3 cm each, Coleroon 44 mm,
Seerkazhi 31, Thiruthuraipoondi 39).
Mettur received inflow and for sometime
its outflow was stopped because of the
rains. From the last 10 days of the
month, the climate became dry and cool,
which is in Tamil Nadu the winter
climate. " If there is no more monsoon
there will be serious problems for Madras



city. On prices, CSO’s monthly abstract
for August reports that the index number
of consumer prices for industrial workers
shot up by 10 points to 843 in May
over April's 833 : the index number of
consumer prices for agricultural labour
rose again by 13 points to 705 in May
over April’'s 695 (which was itself a
10 point rise) and that consumer prices
index number for urban non manual
workers record a uniform 1 point rise
in June for all 5 locations — from 147
in May to 148 in June, for Madras
from 142 to 143 for Coimbatore, from
145 to 146 for Madurai, from 140 to

141 for Salem and from 145 to 146
for Tiruchirapalli.

Power

The power situation in the state in
November was normal, with its 20 per
cent cut on HT consumers continuing.
The State government has approached
the Union government for approvai of
doubling the 120 MW gas turbine
power plant at Basin Bridge to 240 MW
at a cost of Rs. 226 crores. The petro-
leum ministry has allocated 50,000
tonnes of diesel for the plant which
will enable it to run for 240 days a
year at 6 hours a day gneerating 137
MU per annum. The cost of generation
will be Rs. 2.67 per hour. Of the 14
coastal thermal power plants that are
to be set up during the VIII plan,
Tamil Nadu has 5 plants at Ennore,
North - Madras, Cuddalore, Tuticorin
extension and Nagapattinam. Preliminary
work has already started on the Ennore
and Tuticorin extension. Kalpakkam
reports that 2 units each of 235
MW capacity of the Madras Atomic
Power station are gradually being
brought to work at 75 per cent capa-
city from the current 65 per cent. as
approved by the safety review com-

mittee. The Tamil Nadu Electricity
Board reports that it will operate the
energy banking schemes for HT con-
sumers with captive generator facility
for a period of 12 months against the
earlier announced 9 months.

The power situation in the country
in November was normal, with Kerala
and AP resuming their earlier status of
power surplus states. The 210 MW
first unit of the Kayamkulam plant will
be ready in 1995, The Union govern-
ment reports that the cabinet has approved

the proposal to set up the National
Power Transmission Corporation as a

major step towards the evoiution of a
national power grid. This will involve
a massive programme of laying in either
high voltage transmission system and
associated sub stations — starting with
the commissioning of high voltage direct
current between Vindhyachal super ther-
mal station and Rihand thermal station,
enabling 250 MW power being transferred
either way between the northern and
western region. For the 38,000 addi-
tional MW envisaged for the VHi Plan,
referred to in earlier issues of the
Bulletin (See Vol. XIXp. 818), Rs.106,000
crores will be required and this minimum
provision has to be made despite the
resource crunch facing the plan. The
government reports that work has already
started on projects with an aggregate
capacity of 26,000 MW. The govemn-
ment is also setting up in the Vil Plan
a Rs. 100 crores fund for creating a
pool of spares for the sector, which
will be maintained by BHEL.

Water and Housing

The rains in November in the state
were earlier referred to. Tanks in all
districts are now full, particularly in
districts like Chengai Anna and North

t where they had gone dry. 'I;I:
tur level is over 70 feet. ItIS .
king water gituation for Ma(.'lras ::ow
~h continues 10 be unsatusfg;n v
uwill pe so till the Teiugud - g:ﬂ
ame brings water to 'Y:‘a r.1 r.qadu
4ras, both governments — ami

ogress in the
| AP — report good Pf
iding of the canal. The government

ral housing scheme
younced a larqed::g | 0,000 houses

on harijan backv\rar.:il
‘ i This Wi
d weaker sec}tons.
;sb:na gmall start in the .large and
satisfied demand for housing.

inchayat Bitl and Banks

The state legislature 0 Nove?ht;re‘;
issed the Tamil Nadu Pancﬁayat (f‘xed
mendment) gill which provides alflany
rm for panchayats of 6 years. I oy
. dissolved of suspended, electio

or panchayat cauncils
newb: al'?;zay\:ltithin?months. 30 per
o f total seats is reserved for w:m::‘.
'em (f)inancial position of the panc ayThe
:ile| be reviewed every 5 yea:‘sa.s e
,anking system in the state nas e
essed fast in the last 20 y630 ’times
g deposit increasing by o
Kf)ta:n RZ 293.49 crores in June 1'916933(;
Ei:o 9068.83 crores in Decgmber o
an;’-i advanced by 22 times R
Rs. 38083 crowes to Rs. 8373
: The bank branches have

(.:roresl.ed 4 fold from 1086 to 4131.
t::;e ’ states’ share of the wn:al
gector in lending was 13.11 4n

g, with 1/3 of advances
gfied panks going to rural
The credit de-
mber 1988,

September 1
of the schedu
and semi rural areas.
posit ratio was 92 1n pDece

in June

falling from the Rs. i e

0. This record of AU e
expor he nationahsatson

expansion since t

the banks is satisfactoty. The .sarne
cannot be said about the quahtz‘mve
sector — such as customers sz?rvnces,
servicing foans etc, where there is need
for training of staff and improvement.

Taxes

The government reports that the urm-
collected revenue as on March 31?:
1988 was Rs. 332 crores, with Rs. 8
crores pending for 5 years. The Com-
ptroller and Auditor General reports that
sales tax arrears are Rs. 202.2 crores plujI
and state excise Rs. 52.65 crores an.d lan
revenue Rs. 32.89 crores. This is o;e
aspect of the resource crunch faced thy
the state. The report also states that :s
objective of chanelling the net pn:;ot;qr
of the Tamil Nadu Raffle Sc!\eme for
specific welfare programmes h.ke vy:
supply and house sites for MI.dNYi ards
in rural aveas has not been _achmve .
The committee to overses this has not
met for the past 5 years. These tacks
need urgent attention by the govern-

ment and {egislature,
\

National

viil Plan

As reported in the last_issue of the
Bulletin, there is a delay in the fmm;:-
lation of the Vili Plan because .of_l e
general eloctions and the uncorte;mt’:y
as to the nature and prggrammeo the
next government in relauon.to the Plan.
One consequence Of this, is that the
1990-91 Annual Plan has$ had to be
delinked from the Vill Plan. The Plat;m-
ing Commissian has asked the Union
ministries and State governients to
start work in the 1990-91 annual-plan
following the broad based national



priorities as higher growth rates, poverty
alleviation and employment generation.
The level will be related to the 1989-90
outlay of Rs. 34,000 crores in the union
sector and Rs. 23,000 crores in the
states sector. In view of the scarcity
of resources, private entrepreneurs will
be asked to commit a larger portion of
their internal resources for their projects
in the VIl Plan and reduce their depen-
dence on public financial institutions.

Prices

Inflation for October in terms of the
whole sale price index remained stationary
at 167.7 for the week ending October
28 (similar to the 167.7 for the week
ending September 30). On a point to
point basis, the rate of inflation for
12 months was 7.5 per cent, with the
major increase being in manufactured
products at 12.0 per cent, while food
articles rvegistered a decline of —1.2
per cent. Consumer prices index for
the period April-September 1989 shows
a similar rise to the WP} rise at 7.5
per cent. Despite a bumper harvest of
both food and cash crops, the seasonal
prices down trend is mild (like last
vear). In 6 weeks, pulses price has risen
by 22 per cent, oil seeds by 27 per
cent, sugar by 15 per cent, along with
tea, milk and milk products which have
recorded steep increases. The Planning
Commission attributes this price rise —
in both WPI and CPi—to the mismanage-
ment of the money supply in the eco-
nomy. Instead of money supply being
controlled at 10-11 per cent during
the vyear, it has been 16-19 per
cent in the first four years of the Plan.
Liqqidity growth in the economy is 18
per cent in 1988-89 and is moving
towards the same 18 per cent in 1989-90,
There has been an accsleration in the
rate of increase of reserve money bet-

ween March and April of 1989. This
cannot be neutralised by raising the
CRR, as it has reached the statutory
limit of 15 per cent. In this connec-
tion it should be noted that short term
credit accounts for 80 per cent.of total
bank credit and only about half of the
total bank credit is covered by the
general lending rates prescribed by R8I,
with the balance operating under con-
cessional rates. To that extent the
RBI's control over our credit to the
non government sector is rather loose.
So far reserve money creation has been
6.5 per cent (Rs. 4037 crores) in the
first half of 1989-90. This is the result
of the steep increase in net RB! credit
to the government at Rs. 7415 crores
(124 per cent). Unless government
expenditure is cut back and the RBI
credit to government is slashed there
is no hope of countering the rate of
inflation. The government has set up
a working group to review the working
of MODVAT. 1Its effect on excise
revenue collection, its simplification and
enfargement of jts seope are to be
examined.

Stock Exchange and Union Loan

There is a quiescence in the stock
market in view of the General Elections,
with a sharp decline in value of some
scrips which have been dependent on
official patronage. The Union finance
ministry has asked financial institutions
and their subsidiaries wanting to be-
come members of stock exchanges to
ensure that their share holdings are
not used directly or indirectly by
others to take over companies, The
ministry has also decided not to sanction
fresh issues of companies unless all
previous issues made are duly listed in
the stock exchanges. This condition is

* long. term healthy deve

24 per ce

to be wrltten into all approvals given
by the controlier of capital issues. The
chairman of the Securities and Exchange

Board of India states that the Seventh

Plan has been the best period for the
capital market, though it had ,W“s'°‘l‘:
and worries for 2 years wh':h ~‘;:>o;jhe
result in giving serious ?;:;el::tn of the
matkets, On the assumption that during
the VIIl Plan, the savings rate will be
nt, financial savings 55 per
cent of the total savings of the house-
hoid sector, national income growing
at 5 per cent per annum, prices rising
at 7 per cent per annum and investment
in shares, debentures and mutual funds
10 per cent of the financial savings
of the household sector in 1994-95,
Rs. 50,000 crores will be raised from
the capital market, of which the private
sector will mobilise Rs. 36,000 crores
and the public sector units Rs. 15,000
crores .and an additional Rs. 15,000
crotes through investment by foreigners.
The resources raised from the capital
market have been progressively rising
from Rs. 3680 crores in the VI Plan,
to Rs. 22,500 crores in the VIl Plan,
which will be more than double in the
VIil Plan. Towards the end of November,
the inter-bank money market has reached
its leve, after the dizzy heights at
the start of month (being 45 percent
on November 11). The call rate at
month end is 11 per cent which means
that the liquidity crunch in the money
market is over. The Union government
announced at the end ot November 3
loans totalling Rs. 18,000 crores,

Economy

The Economy has some plus points,
The good monsoon and the resultant
repeat of plentiful foodgrains and cash
crops means a good agricultural and

foodgrain growth. Industry however
poses a serious question which will be
discussed in the next section. The un-
comfortable price situation was earlier
reviewed which shows that the domestic
rate of inflation is higher than that of
our major trading partners. This also
has meant that while the nominal rate
of exchange of the rupee has declined
by 11 per cent the real rate has fallen
only by 5 per cent. The balance of
payments crisis is affecting trade policy
and is feading to short term measures
about the trading environment, as the
economy faces bankruptcy on the external
front.

Industry

As noted above, the industrial growth
for the first quarter of 1989-90 shows
a steady decline to 1.8 per centcom-
pared to the first quarter of 1987.88
at 12.7 per cent (April 1989 4.3 per
cent, May 1989 1.1 per cent and June
1989, 0.8 per cent). Within this indu-
strial growth dectine, the manufacturing
sector was poor being for April — 1.3
per cent according to CSO’s quick esti-
mates revised to 1.4 per cent later,
for May — 2 per cent according to
quick estimates revised to — 1.2 per
cent in the provisional estimates, and
for June — 2 per cent revised to — 0.7
per cent, showing — 0.6 per cent for
April-June 1989 compared to 14.2 per
cent in April-May 1988. The industries
which showed a decline in production
of 1-40 per cent in the first quarter
of 1989-90 are saleable steel, cement
and fertilisers among basic industries,
and tea, sugar, and textile among agro-
industries. The causes for this manu-
facturing slow down are still under
study. On the supply side, the Planning
Commission holds the finance minstry’s
cut in imports has constrained production



in the fast growing import intensive
industries — the so called sunrise indu-
stries. On the demand side it is pointed
out that the pent up demand for the
elite consumption items — colour TV,
VCPs, Marutis, mixers, etc. have been
met, so that the demand for them is
now tapering off, and itis these items
which showed growth in the last 2
years. CSO’'s quick estimates for July
for industrial growth is 3.5 per cent
and for the 4 months April-July 1989-90
is 3.2 per cent, But the Financial
Express in its editorial on November
24 points out that the difference bet-
ween CSO’s quick estimates and revised
estimates is the result of lowering the
base figure for 1988 and raising the
corresponding figure for 1989, For
April 1989 the quick estimate of 165
was revised to 169.2 (on October 17)
and the estimate for April 1988 was
first revised from 167.2 to 166.9 (in
October 17 memorandum) and later to
166 (in November 20) release which
led to the April growth improving from
— 1.3 per cent to plus 1.4 per cent.
For May, the November release revised
upward the May 1989 index and lowered
the May 1988 index, resulting in the
— 1.2 per cent decline for the month
being revised to 1 per cent. For June,
the November 20 memorandum shows
a smaller drop of — 0.7 per cent against
the — 2 per cent in the October 17
memo, by raising the quick estimate of
175.1 per cent (given October 17) to
176.2 in the provisional estimates of
November, while the June 1988 index
was reduced from 178.7 per cent (given
in October 17 memo) to 177.5 per cent
(in the November 20 memo). The 3.5 pet
cent growth reported for July 1989 is simi-
larly because of the downward revision
of the July 1988 index. These changes
need to be checked further inorder that
the credibility of CSO estimates is not

shaken. BIFR has now changed from
recommending more sick units for reha-
bilitation to their liquidation. In 1987
the Board approved a revival package
for 130 sick units and liquidation of
97 units. In 1988, 49 cesses were
approved for revival and 25 for liquida-
tion. It remains to be seen whether
this represents a much needed shiftin
policy towards industrial sickness invol-
ving liquidating unviable units. It is
hoped that this is so. BIFR complains
that the State governments hesitation
and delay in selling the surplus land
available with the sick units, is holding
up the finalising of the rehabilitation
packages for a large number of sick
units. The abrupt discontinuance of the
central investment subsidy scheme for
promoting industrialisatibn in backward
areas has led to some confusion in the
states, as they have been sapctlonmg
a large number of such projects for
subsidy which now is non existent. In
place the government announces that
it has approved the setting up of 50
growth centres with a view to Temove
industrial regional disparties. The largest
beneficiaries are UP (6), MP and Bihay
(5). AP and Rajasthan (4), with the
ng from 110 5. Two studies
report a positive picture of the private

sector. An RBI study on 9“078}6 invest-
ment in 1989 s on the basis of the

Rs.7026 crores of sanction by term lending

others rangi

institutions plus Rs. 370 crores from the.#

Bills Rediscourting and Technical Dove™
lopment Fund Scheme. In addition
projectexpenditures in 1989 are expected
to be Rs. 2500 crores giving the total
capital expenditure at Rs. 9900 crores
which is 34 per cent over the Rs. 7413
crores for 1988. The Economic Times
study similarly reports that the private
sector companies record a bright future
in the coming Yyears by making the
plants competitive both cost wise and

quality wise through using the latest
state of the art technology, exporting
capacity, installing energy saving and
pollution control devices, setting up 100
per cent export oriented units and new
projects in backward areas, diversifica-
tion, increasing foreign collaboration,
enlarging the marketing net works and
seeking support. of capital market for

_ financial expansion, ~ diversification, and

modernisation programmes,

Pubtic soctbr Enterprises

The Bureau of Public Enterprises
reports that 37 public sector units re-
corded 19.19 per cent production from
April to September  1889-90 at ovef
Rs. 2977 crores which was also 93 per
cent of the target of Rs. 3186.12 crores.
For September the production growth
was 18 per cent with the good per-
formers being Andrew Yule (111 per
cent), Bharath Heavy Plate (101 per
cent), Bharath Wagon (100 per cent),
HEC (103 per cent), Maurti (104 per
cent), Richardson and Cruddas (130 per.
cent), Bridge and Root (138 per cent).
The Planning Commission has recom-
mended to the government the setting
up of new 2a public sector company to
manufacture 56 + seater and 100 +
seater aircraft and production of a small
aircraft in the private sector to meet
the domestic demand of 196 aircraft in
160-400 seater capacity range by 2005
and 250 aircraft of 200 seat capacity
requiring @n investment of Rs. 7225
crores. The priority for this recommenda-
tion needs some thought. -

National Production Front

Steel

There is and has been a serious
shortage of pig iron in the economy, —

services by affecting many foundries —
some closing down, and most carrying
idle capacity. The government’s ordef
to SAIL for its plants to switch over
to produce pig iron is questionable
because apart from interfering with
managerial decision making, it will in-
volve sacrificing value added products,
while pig iron can be imported from
abroad at low cost. Now with the
commissioning of the sinter plant of the
Vishakapatnam steel plant in mid
November, its blast furnace will be
commercially operated to produce the
‘much needed pig iron. Infact when the
plant becomes fully operational it will
produce 5.54 lakh tonnes of pig iron.
This is a prominent part of its product
mix because to save on capital the 8
lakh tonne capacity beam mill has been
dropped, but also which makes the plant
the most costly in the world at Rs. 26000
per tonne. This mess is due to the
mismanagement of the project. The
project which was scheduled to cost
Rs. 2256 crores in 1979 is now estimated
to cost Rs. 7,700 crores. Whether the
project can keep its schedule for com-
pletion is in serious doubt. SAIL reports
that its installed capacity by the end
of the VIII Plan will increase to over
25 million tonnes, making it the third
largest steel production in the world.
SAIL reports that it is exploring the
possibility of setting up a company to
handle exclusively the export of its
steel products and earn foreign exhange
to meet its massive modernisation
programme,

Crude

ONGC reports that oil and gas have
been struck in the Krishna-Godavari
basin, 60 km south east of Vijayawada,
with the oil flow of 559 barrels a day



and gas at 1271 cubic metres a day.
This is the second hydro carbon strike
in the basin. The government reports
that it has developed plans to end
flaring of gas by 1995 in the several
gas fields, current and to be developed
in the country, increasing from the present
34 million cubic metres (out of
which 11 million cubic metres are flared)
to 80 million cubic metres by the end
of the VIl Plan. ONGC reports that
it will submit in January 1980 a feasi-
bility report developing structures FY3
and PY1. The cost of this expansion
is part of the ONGC plan of Rs. 3500
crores for the Vil Plan. ONGC also
-reports that it has drawn up a country-
wide plan for commercialisation of Com-
pressed. Natural Gas (CNG) which will
enable 4,25,820 vehicles to run as CNG
teplacing liquid hydro carben by 2000.
The cost is 46 per km compared to
the present 93 p and 160 p per km.
The switch over to CNG will thus be
more economical and efficient and less
polluting. '

Coal

CIL faces a deficit of Rs. 300 crores
in its sanctioned plan of Rs. 1800
crores for 1989-90. It has therefore
planned to raise Rs. 200 crores through
the issue of bonds and another Rs. 100
crores from its employees and the
public participating in the fixed area
cumulative deposit scheme. [t has paid
Rs. 300 crores as arrears to its 6.7
lakh employees from November 1 and
is requesting them to invest atleast a
part of it in the fixed deposit scheme,

Non ferrous

The National Aluminium Company
(NALCO) is following up its first year

of commercial production when it eatned
Rs. 235 crores by export to US, USSR,
Brazil, Norway, China and North Korea,
exporting in the first 6 months of this
year Rs. 206 crores (2.4 lakh tonnes)
which means for the year it will reach
the export target of Rs. 400 crores (4
lakh tannes) despite the international
glut and the depressed state of the
market. It has submitted to the govern-
ment for its approval a plan for capacity
expansion costing Rs. 1240 crores also
Rs. 60 crores worth of downstream units
and several joint sector projects in the
state.

Jute, cement and sugar

The jute industry is in a bad shape.
The clogure of mills in the first 10
months January — October 1989 is 12
compared to the 3 mills for all of last
year. The closure has led to retrench-
ment of some 40,000 workers. The.
number of mills closed since 1986 is
20 and this high incidence is despite
the allocation of Rs. 100 crores of orders
under various schemes. The government
is holding tripartite talk for the opening
of the closed mills and some manage-
ments have been sent notice to open
only their mills. The problem is serious
and modernisation will help only some
workers and mills. There has to pe a
redeployment of workers in fresh jnvest-
ments. On the cement front, the review
committee of the National Council for
Cement and building materials has re-
commended that the R & D contribution
of 75 per tonne should be doubled to
Rs. 1.50 as one means of strengthening
the industry’s production programme and
that the government should levy a cess
on research for the industry. |t has set
forth a Rs. 45 crore scheme for further
strengthning and modernisation of the
R&D of infrastructural facilities of the

b

council. The aim is to help the indu-
stry to maintain excellence of cement
and building materials. A worrying
problem is that the industry is caught
in the industrial deceleration of the year.
In the first quarter of 1987-88 its
production increased by 3.6 per cent
in the second quarter it declined by

3.4 per cent, €
fallen from 9.56 milion during July-

"August 1988-89 to 9.5 million this year.

Manufacturers are cutting back on pro-
duction because of slack demand. On the
sugar front, government reports the
import of 2.42 lakh tonne of which 1.42
lakh tonnes have arrived and have been
despatched to the consuming centres.
Sugar production on November 15 was
5 lakh tonnes compared to last vyear
292 lakh tonnes. With the imports the
government states that the quality sugar
available is adequate to meet the de-
mand. The UP government has fixed
a high Rs. 40 per quintal asthe sugar-
cane price as an incentive for produc-
tion of more cane. In the 1988-89
crushing season 242.93 !akh tonnes of
cane was crushed and it hoped that
this will well exceed this season at
the start of November. The 1988-89
season ended with 12.3 lakh tonnes as
closing stocks — the lowest in 7 years,

Agricultural Production

The agricultural ministry reports that
the 1988-89 foodgrain output was a
high 171 million tonnes. By this record
production is unbalanced because though
the procurement target of 13.30 million
tonnes has been exceeded to 14.90
million tonnes, it is still at least 1 mijilion
short of the demand. The 1988-89
season ended with 12.3 lakh tonnes of
closing stocks — the lowest in years,
NAFEB & STC have been asked to import
1 million tonnes which will cost our

despatches  have

foreign exchange reserve over Rs. 860
crores. in the VIil Plan, the national
pulses development programme must
meet the gap and produce adequate

- pulses for this iargely vegetarian country

with its mass poor people for whom the
only source of protein is pulses. Kharif
oil seeds output is estimated at 93 lakh
tonnes for 1989 against the 1988 record
of 91 lakh tonnes. A recent study
published in the Financial Express
(November 8) conveys the distributing
information that a large part of the value
added in agriculture in the Green Revolu-
tion in states with high per hectare
yield is accounted for by large input
subsidy. As the table below shows, one
third of the value added in agriculture
in Punjab has come through these
subsidies in 1980-87 as was 23 per
cent of the value added in Haryana,
21 per cent in AP and 18per centin
UP. States with low growth in value
added in agriculture have been getting
low input subsidy — Kashmir, Assam, HP.

Total input subsidies

State as percent of value
added in agriculture

Tamil Nadu 31.7
Punjab 245
Haryana 23.0

AP 21.3 -
Rajasthar 195

UP 18.2
Orissa 17.56

All India 16.4
Bihar ' 15.1
Karnataka 14.1

MP 149
Gujarat 135
Maharashtra 124

wB 10.8
Kerala 10.2
J&K 5.4
Assam 2.4

HP 2.0

Source : Input subsidies in Indian Agri-

culture by A. Gulati, EPW.



The above table shows a highly re-
gressive regime. States which are getting
a high level of agricultural subsidy are
also states with high per capita SDP.
But a large subsidy does not always
mean a high rate of agricultural growth
as the case of Tamil Nadu shows. It

received the highest percentage of import -

subsidy but its agricultural growth has
been poor as the MIDS publication,
Tamil Nadu Economy, shows. The states
which have received heavy subsidies
have also used improved technology —
of subsidised fertilisers, irrigation, HYV
seeds and electricity.

Foreign Trade

November saw some developments in
the policy field. The commerce ministry
export committee has recommended that
the government should impose export
obligations or disincentive like reduc-
‘tion in import entitlements if large
"houses do not show significant increase
in exports in the next 2 years. These
large houses have continously excess
net outflow of foreign exchange and
their foreign exchange earnings, it is

recommended that the two should be.

balanced within the next 3 years through
export expansion. The Board of Trade
at its meeting in early November has
decided on the release of funds under
the international price reimbursement
scheme and on major modifications of
the ‘scheme and continuation of credit
to exporters. This would be one means
of the industrial units attaining the
1989-90 exports target of Rs. 25,025
crores. The ceiling of 10 per cent on
excess imports under advance license
scheme is to be increased. An 100 per
cent income tax exemption for soft ware
export houses is under consideration.
Duty relief is being provided to leather
and automobile industries on their im-
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ports of specific components and raw
materials. Industry points out that on
import savings that it can save Rs. 4100
crores, agriculture Rs, 1450 crores and
agriculture processing Rs. 1000 crores
in imports. US & EEC have informed
India that trade in textiles should not
be discussed in the Uruguay Round of
GATT but in MFA. Director General of
GATT, however, sees a good prospect
for the gradual replacement of MFA,
with aggregate tariff measures by affected
countries — which will bring it under
GATT. The government reports that
FTZs have attracted Rs. 195 crores
investment — Rs. 88 crores government
and Rs. 107 crores from private sector.
On individual items, farm exports in
1983-90 are expected to touch Rs. 500
crores. India’s silk and silk garments ex-
ports are booming in Europe at Rs. 193.93
crores in the first six months and could
exceed Rs. 400 crores for the year.
Engineering exports for the six months
of 1989-90 have risen to Rs. 845 crores
(33 per cent) with the possibility of
achieving ‘the Rs. 2200 crores export
target. Another increasing export area
is spices which will reach its target of
Rs. 301.2 crores for the year. Garment
exports during January-September have
reached Rs. 2342 crores which is an
increase of 40 per cent and will cross
the Rs. 3000 crores mark. The govern-
ment reports that the approval for capital

" goods imports have shot up by 241.7

per cent in August 1989 compared t0
August 1988 — from 36.06 crores in
1988 August to Rs. 123.1 crores in
August 1989, This run away growth
of capital goods imports should be
arrested. It can be and must.

Foreign loans and aid

Japan and India signed an agreement
for an ODA loan of 91,144 million yen

(Rs. 1100 crores) as part of its Aid India
Indian consortium pledge. Japan and

‘India also signed an agreement in

November for a grant of 600 million
yen (Rs. 7 crores) for import of fertilisers
to increase food production in the
country. Norway states that it will
maintain its aid level for 1990 as NDK
130 million (Rs.33.7 crores). ADB is
making a loan of $ 150 million to IFCI
to promote medium scale industries in

the country. AB SKF, manufacturers of

ball bearings has decided to invest 800

. million Swedish Kroner for 2 uynits in

Bangalore and Pune., The government
has contracted a short term debt of § 4
billion at a high 20 per cent interest.
The government states this loan is to
be used for importing commodities in
bulk.

International

iDA and World aid

IDA plans to have $14,5 billion as
its next replenishment for the next 3
years. This was decided at a 2 day

meeting of 24 countries meeting in .

Japan at the begining of November,
This is important in view of the ILO
report that the industrial countries get
70 to 75 per cent of all foreign direct
investment, with US getting the largest
share at }3.8 per cent ($43 billion), while
the foreign investment in developing
countries declined from 25 per cent of
the total in 1985 to 21.2 por cent in
in 1987. An UNCTAD study headed by
former West German Chancellor Helmut
Schmidt recommends a sharp increage
in concessional assistance to help ease
the debt burden of the developing
countries. It notes with alarm that the
developing countries have suffered a
reverse flow of funds, while investment
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by the industrial nations have fallen
from $20 billion in 1982 to $10 billion
in 1986. ' In addition to recommending
a sizeable increase in ODA, it calls for
a2 doubling of loans by industrialised
countries over the next 5 years and for
this suggests a mechanism of automa-
City so that each donor country can
raise its loan as a percentage of its
GNP. The US is urged to reduce its
massive fiscal deficit as part of the
effort to solve the $1.2 trillion third
world debt problem. This analysis is
supported by an OECD report that
borrowers from developing countries
have lost interest in the international
capital marget. It notes that the level of
global bank lending has declined sharply
and that countries like India, China and
Venezuela have cut back their borrowing.
In the first eight months of 1989
they have reduced the financing through
bonds to $ 1.2 billion which was less
than half of January-August 1988 bor-
rowing. It states that the trend towards

“ deregulation of - domestic market, the

removal of fiscal and regulating impedi-
ments and the development of new
financial techniques might3 be takirg
away some of the advantage of the
international capital markets and in-
ducing them to return to domestic
markets.

The Special 301 of the US

The US announced that it will not
initiate any unfair trade investigations
now against its 8 trading partner identi-
fied by it. Citing significant progress
in bilateral negotiations, it announces
that 3 of the original 8 South Korea,
Taiwan and Saudi Arabia, — have been
placed in a separate category, The other
5 including India will be revaluated in
April 1990,



World Paverty

A World Bank staff paper on world
poverty reports that in the past few
decades, developing countries have made
some progress in reducing infant morta-
lity, extending education and increasing
life expectancy, but these advances have
not touched those at the bottom of the
economic ladder. The poor education
and health services are very important,
particularly nutrition. Against the mini-
mum of 2200 calories, the average food
supply in Southern Africa is 2101 calorie,
1749 in Ethopia and 1927 in Bangladesh.
This needs immediate attention. The
World Watch Institute in Washington
holds up as models the grass Foots
strategies in Kerala and West Bengal 1o
fight poverty, which has increased
globally during the 80s reversing the
previous 30 years down trend. 1.2
billion people, according to it, live be_low
the threshold of basic needs. .S.lﬂce
the decade began 200 million have joined
the rank of the poor. In this context,
Kerala with per capita income one third
below the Indian average, has twice the
national average in literacy, its people

* *

live 11 years longer, its birth rate is
one third lower and infant mortality two
third lower, which is lower than that
of Washington DC, It commends Kerala‘s
health care record and holds it up as
a model.

South-South Commission

The South — South Commission met in-
Dethi in early November and called
attention to the need for collective self
reliance of the countries of the southern
hemisphere, the need for them to share
their goods and services and safeguard
and develop their traditional and acquired
skills. It called attention to the con-
centration of the industrial countries on
environmental protection and warned
them against their becoming one sided.
The Commission focussed attention on
policies and action which have imme-
diate relevance for the economic, political
and social systems of all countries,
notably the debt crisis which needs a
debtors forum to ensure coordinated
action among the Southern countries,

* *

Il. Agricultural Development in Tamil Nadu

Paddy and other crops

The good rains of the North East
monsoon in the state during November
has been of help to the farmers all
over the state in the growing of samba
paddy in Thanjavur, Tiruchi and Tiru-
nelveli districts and other late paddy
crops in Chengai Anna and North and
South Arcot districts. The problems
facing the paddy farmers is water avail-
ability from Mettur after December, The

millets are also growing well, with the
farmers using quality seeds and a mix
of manure and fertilisers. The cash crops
of cotton and groundnut are likely to
set new records with the moisture and
water availability and absence of any
pests. The government reports that at
the end of November paddy procure-
ment in Thanjavur district crossed the
1 lakh tonne mark agaipst the target
of 1.8 takh tonne, )

Research results

In November research results are five
reports from TNAU on the importance
of nursery management in the trans-
plantation of rice to avoid root injury
to the plants, on cultivation techniques
to be used in scented rice Vvarieties,
as means of combatting white tip
diseases of rice as well as the techniques
of controlling rice earhead bugs and
the use of a leak proof. PVC grain
storage bin with 1 quintal capacity,
from the Institute of Agricultural Sciences,
varanasi on the insecticides to be used
to control the rice ear cutting caterpillar,
from the maize research, station,
Hyderabad on the agro techniques to
be used for harvesting maize, from the
agricultural college Baptala on ground-
nut, red gram inter-cropping in dryland
farming tracts, from Kerala agricultural
university on growing profusely the high
oriental pickling melon variety, from
CTCRI Trivandrum on fertilisers doses
to be administered in cassava growing
as nutrient management, from Alya-
magai’s agricultural research station on
controlling the termite menace in coconut,
from the Coconut Development Board,
Cochin on the means of growing the
various types of dwarf coconut hybrids
in farmers’ fields, from APAU, Tirupathi
on means of controlling pests in red
gram, from Sikkim on techniques to be
used to increase wheat yield in Sikkim,
from Sakthinagar on how sugarcane
cultivation, Preparation of goil and
p.lanting technlque.s contribyte signi-
ficantly to production, Particularly the
position of the buds while pianting,
from TNAU on means of Combatting
surface weevil threat to rainfed cotton
from Madras on the growing of callo-
phyllem in ophyllem as a tropical tree
being 1ich source of oil, from UAS
Dharwad on a means of avoiding storage
loss in garlic, from UAS Dharwad on

the demonstration of combatting the
leaf blight in arecanut, from the My-
ladumpanai Institute on combatting
nematode menace in cardamom fields,
from college of veterinary and animal
sciences, KAU, Mannuthy on combatting
disease among goats, from scientists at
CIRC, Mathura on the managing of
pregnant goats and new borns, from
the Directorate of Agriculture, Madras
on the results of the demonstration of
VAM with rhizobium bacteria in the
roots of pulses in increasing nodula-
tion and nitrogen fixation, from the
soil salinity institute, Tiruchi to
increase green fodder production in
sodic soils, from UAS Bangalore
on combatting the diamond black moth
which attracts cabbage, cauliflower,
radish and other vegetables, from IARI
New Delhi on plant protection of mangoes
against pests, from KAU, Trichur on
results of its research on inter-cropping
cucumber, yam, amaranths with bananas,
from CIAE Bhopal on the control of
jack fruit pests at the larvae stage, and
from the college of veterinary sciences,
Hyderabad on countering salt poisoning
in cattle.

Horticulture

The State government has drawn up
a plan to provide infrastructural facilities
to the horticultural estates with a view
to increasing fruit and vegetable pro-
duction. With the heip of local growers,
the available 54 lakh hectares including
30 lakh hectares dry land will now
involve the dry land farmers switching
over to horticulture and obtaining a
regular income. Fruit production is
to be increased to 35 lakh tornes
by the end of the VIII Plan from
the present 26 lakh tonnes. In order
to promote marketing and processing
facilities, it is proposed to form a state



horticultural board. The state has been
divided into 66 units each comprising
100 hectares where multi-cropping will
be promoted. The cost of the scheme
is Rs. 1.80 crores a year. The schemes
extend to the tribal areas of Tirunelveli,
Salem, South Arcot, Vellore Ambedkar.
Tiruvannamalai, Sammuvarayan, and the
Dharmapuri districts of the state.

Coffee

The coffee situation is confused as
seen in the agenda of this year’s coffee
conference when the ICO discussion,
the question of minimum release price.
export marketing, purchase tax, excise
duty are not being considered. There
is to be an indepth analysis of tech-
nical subjects and the scientific aspect
of the crop. This means that the deve-
lopment in the international coffee market
will have long term impact on the
industry and its profitability. Both
UPAS! and the Karnataka Planter’s
Association have expressed doubts about
the ability of the Coffee Board to adapt
to these changed international market
conditions. Even so, some positive steps
have been taken such as the benchmark
survey of production costs that the Union
government had promised has now been
completed which should enable an early
increase in MRP. Also the increased
capacity for the manufacture of instant
coffee could also help expand the
domestic market. Even so, the slow
growth of the domestic market cannot
compensate the growers even partially
for the |ower returns from exports.
Hence it has been suggested that the
question of letting the growers market
atleast a portion of their produce in the
open market instead of the present
practice of selling the whole coffee pro-
duction to the coffee board be consi-
dered favourably. This may expand the

domestic coffee market through the sales
efforts of suppliers. This has been
opposed by the coffee board as being
against the interest of small growers.
But in the present situation, the Board
is not in a position to help any producer
— big, medium or small, UPASI states
that it is developing a scheme which
will offer marketing freedom to growers,
while protecting the interests of the
small growers, This scheme should be
allowed by the Board to operate even
on a pilot basis.

Tea

Tea production which at one time
looked like declining now pointing to
the possibility of reaching the 1987 or
1988 level as a result of improved
weather conditions, particularly in South
India where production had fallen sharply
at June end. The crop prospects in
the North East have also improved, so
that now 1989 production is estimated
at 690 million kgs against 1988's
702 million kg. Due to the severe
losses of the crop in Sri Lanka, the
world production will be atleast 30
million kg lower than in 1988. With
a 4 per cent anticipated rise in domestic
consumption, the domestic market will
absorb 490 million kg. for exports.
Till August end 1989, Indian tea exports
at 1056 million kg were level with 1988,
but due to the shortfall will not reach
last year's 230 million kg. The irregular
trend in tea output, exports and value
realised is brought out in the table
below :

There are two problems facing the tea
situation in the country. First, a long
term problem is the need to increase
tea production and its productivity, w!mich
despite the increase in new plantings
in Orissa and the North West has not

Export Value
Year Production Consumption Quantity (in crores of

(million kg) rupees)
1980 569 345 224 420.03
1981 559 318 241 434,25
1982 560 370 189 365.55
1983 581 373 208 516.81
1984 645 428 227 740.76
1985 657 434 222 711.91
1986 624 418 206 601.00
1987 673 . 463 210 639
1988 700 479 22 674
1989 690 470 220 750

caught up with the demand which is
increasing 3.5 per cent annually while
production is only around 2.5 per cent.
This should also reduce the irregular
trend in output and exports. The short
term problem is how to increase pro-
duction now. Here the question of import
of tea has been raised, of about 30
million kg a year to meet both domestic

* *

and export commitments. There will be
no net outgo of foreign exchange on
this import if it is to further increase
the value added tea, as Sri Lanka has
done so successully. One problem is
about tea prices which the government
think is too high and is taking action
to bring down, whereas the producers
say it is low and falling.

* *

Hl. Industriaj Development in Tamil Nadu

Industrialisation in the state

The pioneering unit concept introduced
by the government a year ago (see
Vol. XVIII p. 573) to attract investment
in backward areas has not yet taken
off. Despite the fact that the newly

elected government in May 1989 anno-
unced special subsidies/incentives for the
pioneering units. One reason for the delay
is that the long term strategic planning
committee has not yet issued the neces-
sary guidelines to implement the scheme.
The scheme has evoked good response



but the state's agencies have not been
able to process the applications in the
absence of guidelines, The delay iis
endangering the whole scheme which has
only a life of 18 months and already
a -year has passed since its announce-
ment. The scope for the scheme is
large as the original 34 backward taluks
has been expanded to 103 taluks as
being eligible for state subsidy and
other concessions. There is need for
early action on the guidelines,

ONGC and Cauvery basin

ONGC’s major hydro carbon strike in
the Cauvery region are the discovery
at Adiyakkamangalam, Nannilam, Bhuva-
nagiri, Kovilkappal and Narimanam on
inland and PY-3 in offshore. The produc-
tion during the first 6 months April-
September 1989-90 has increased sharply
from 200 tonnes per day in April to
700 tonnes per day by September. The
target is a total production of 2 lakh
tonnes by the end of the year, March
1990 against the current 92,000 tonnes.
In addition to the current production
from the above 4 structures, drilling is
in progress at 5 new structures —
Thirukadaiyur, Needamangalam, Vatti-
kadu, Mangudi and Kottankudi on land.
The throughput target is 2000 tonnes
a day against the current 220 tonnes.
The PY-3 and 4 exploratory wells have
established oil reserves of 22 million
tonnes. Apart from the use of the gas
in the Cauvery, there is urgent need for
building a southern gas grids, using
the plentiful gas of western region
(which is being wastefully flared upto
Rs. 350 crores a year as noted earlier)
so that the power needs of the south
— especially Karanataka and Tamil Nadu
are met. In this connection the ONGC
aunounced that the report on the Cauvery
gas grid will be ready by January
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1990 and that the grid will supply
gas to power, steel, silicate and other
industries is welcome.

CECRI

The Central Electro Chemical Research
Institute (CECR!) reports that it has
developed a number of new technology
projects in its area, including mainten-
ance free batteries, alternative production
techniques for aluminium, special chemi-
cals, technology and rapid modernisation
of infrastructural facilities along with
development of biosensors for glucose and
urea chlorestoral. It has projected the
technology for producing magnesium
from sea bitterns which will increase
the revenue to the salt industry. lts
modula cell uses 30 per cent less energy
than the conventional cell, which has
been commercialised by TIDCO in a
captive 600 tonne per annum magnesium
plant. It reports developing a process for
extracting gallium from the bayer layer
at the aluminium manufacturing unit,
MALCO. Its work on monitoring and
controlling corrosion of bridges is becom-
ing mandatory for the Ministry of Surface
Transport.

State PSU and TAPCO

The state public sector units are facing
a crisis marked by mounting overhead
costs, steady decline in operational in-
come and growing interest burden.
Their problems have been intensifed as
the State government is diversifying its
field of activities comprising agriculture,
trading, and constructions. The turn over
growth at Rs. 1144.24 crores in 1983-8‘4
and Rs. 1981.13 crores in 1987-88 Is
lower than the investment growth which
was Rs.749.74 crores in 1983-84,
Rs. 1526.90 crores in 1987.88. But on

the positive side, there has been a
steady growth of cash profits from
—Rs. 18.95 crores in 1983-84, —13.77
crores in 1984-85 to +21.99 crores in
1985-86 and Rs. 71.11 crores in 1988-89.
But because of increased provision for
depreciation interest, the net loss during
this 5 year period has gone up from
Rs. 53.69 crores to Rs. 67.17 crores.
Of the cumulative investment of Rs.
1526.90 crores upto 1987-88, 41 per
cent came from the state government,
20 per cent from TIIC, 15 per cent from
TNTC and smaller percentage from
SIPCOT, TNCST. During 1987-88, 3 pro-
motional agencies, SIDCO, TIIC, SIPCOT
have been faring weil and the Ware-
housing Corporation reports a net profit
of Rs. 304.41 lakhs, and TAMIN a profit
of Rs. 9.90 crores mainly through exports.
The Transport Corporation are doing
badly with a loss of Rs. 23.86 crores
for 1987-88. The net loss of 63 public
sector units in 1987-88 rose by Rs. 18.36
crores to Rs. 67.17 crores in 1988.89
with Tamil Nadu Newsprint topping the
losses at Rs.17.4 crores followed by
Tamil Nadu Civil Supplies Corporation

(loss of Rs. 15.47 crores) and TANSI

(loss of Rs. 2.84 crores). The State
Audit Board calls attention to the un-
economic and inefficient working of
Tamil Nadu Poultry Development Cor-
poration (TAPCO) which has incurred a
cumulative loss of Rs. 62.97 crores upto
1985-86, eroding 88.7 per cent of its
paid up capital. It states that the unit
has made little impact op the poultry
scenario, has not done extension and
has not mobilised institutiong| finance.
It recommends urgent measures to be
undertaken to achieve its clearly stated
socio-economic objectives.

Electronics & SIPCOT

The Department of Electronics (DOE)
has decided to help the state electronics
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industry in 3 areas — quality, R&D and
electronic exports. In electronic exports,
the current trend to spend more foreign
exchange through imports than earning
it can and should be corrected by
boosting exports. The locale of Elec-
tronic Trust and Development Centres
of the Department is to be strengthened
in the new building to be constructed
on the land alloted to it by the State
government. The government states
that it is streamlining SIPCOT on the
basis of the evaluation and recom-
mendations of the unit by the Admini-
strative Staff College, Hyderabad. It
has done an excellent job in impiement-
ing various incentive schemes and
developing growth centres. But it is
also burdened with many other functions
like providing financial assistance and

various support services to neures.
These, it is recom en
to other agencies, s’g{ﬁt : PEQ " s

concentrate on its ‘promotional rofé

\QAAN

pig iron

with falling offtakes and piling up of
stocks. Even modernisation has its
price. Units like Chettinad Cement,
which has executed Rs. 75 crores
modernisation, now has to earn Rs. 12
crores in interest and depreciation +
cover its production costs, The indu-
stries point out that the price of
cement in the open market has remained
constant at Rs.70-72 per bag and
there are still no takers leading to distress
sales. The state units are not able to
compete with the modernised AP plants,
and are working at 70 per cent capacity
and even so have 20 per cent of the
output as surplus. Exports could be one
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solution, but the external price is much
lower than the domestic price and so
even though there is a foreign demand,
it cannot be met at international prices.
On the sugar front, the State govern-
ment in its orders dated October 21,
1989 has addressed the sugar mills to
pay a minimum price for sugar cane of
Rs. 250 per tonne linked to 8.5 per cent
recovery for 1989-90. This is Rs. 50
above the union fixed price (see last
issue). A premium of 29.4 paise per
quintal for every 0.1 percent increase
in sugar recovery above 8.5 per cent
is to be paid. On the foundries front-
pig iron scarcity and delay is hampeTing
their functioning seriously. There has
been two years indecision and wrangling
as to who should import pig iron,
whether foundries in SSi should get
imported pig iron through SAIL or SIDCO.
This bureaucratic approach delays every-
thing. In addition, the units complain
of SAIL’s arbitrary allocation of pig iron

* *

.. V. Education,

Educational r'éforms

The Computer Literacy And Studies
in Schools (CLASS) started with
enthusiasm five years ago has now be-
come quiescent. That the 3 agencies
— Ministry of human Resources Develop-
ment, Department of Electronics and
NCERT — which claim responsibility for
its operation have each been pulling
in different directions has meant that
it has lacked direction and has been
dealt with by the government in an
amateur way. Despite being one of
the first countries in the world to focus
on computer literacy. the project now
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and other iron to engineering industries,
specially foundries, They want the iron
and steel controller to decide on fixing
pig iron entitlements,

Private sector reports

EID-Parry report for 1987.88 gtates
that it has increased internal resoyrces
by Rs.7.09 crores because of effective
functioning, Improved working resuits
were achieved with higher sale of 85011
tonnes of ammonia phosphate, 42,949
tonnes of super phosphate. The quantity
of cane crushed fell from B8.41 lakh
tonnes to 6.87 lakh tonnes due to
the drought. But of the total turnover
of Rs. 206.73 crores, sugar sales were
Rs. 36.09 croras, fertiliser Rs. 24,62
crores and sanitary Rs. 13.97 crores —
which is a good record. The resources
gross of Rs.53.10 crores have enabled
it to modernise the plants adequately.

L} . *

Science & Health

is neglected between the end of the
Vill Plan and the start of the VIII Plan.
The Programme of Action ofthg Educa-
tion Policy on Education 1986 visualised
a provision of 10,000 micro computers
to 10,000 schools, but the economiCS
of the project has not yet been worked
out after 5 years. The ministry, wants
to keep control over the project Whic'h
needs a certain degree Of pedagogic
and scientific freedom. The State govern-
ment states that it is formulating a
chain of training programmes to tone
up the competence of school teachers
in the +2 schools. The programmes
are to cater to the training of

teachers in both rural and urban
areas. The importance of giving prior-
ity to primary education in the state,
where many schools have no teachers
or building has been emphasised, parti-
cularly when Rs. 125 crores is alloted
by the state to higher education which
has produced a learning system, where
only 49 per cent of students passed in
BA, 62 percent failed in BSc. and only
7.5 per cent to 8 per cent passed in
MSc examination, as pointed out by the
chancellor. UGC has announced that
those with MPhil and PhD. degree need
not take the eligibility test for recruit-
ment of lecturers till 1990 and 1992
respectively. There should be no centra-
lised test like this and so the exemption
granted is meaningless.

Satellite

During November, there was trouble
with the use of the crippled satellite
I-C. So the transponders needed to be
switched to I-A whose life is nearly
over. It is hoped that the new satellite
wiil avoid the troubles and faults which
have dogged the Satellite | series.

Technical education

There is a deal of confusion in the
technical education area over the ques-
tion of.recognising of self financing
engineering colleges. As reported in the
past issues of the Bulletin on this
question the State government, the
University of Madras, the High Court
of Tamil Nadu and the All India Council
of Technical Education are taking
different and confusing positions and
students and the parents as a conse-
quence have been suffering. Now the
All India Council of Technical Education
should take up this matter and decide

on the status of the 4 self financing
colleges which are in question (see
Vol. XVHI p. 541). They should take
a position and clear up the ques-
tion on who is the engineering autho-
rity competent to recognise or grant
affiliation to these colleges. The guestion
has arisen again in relation to the 2
new self financing colleges, — the SRM
Engineerihg College, Kattankulathur and
the Hindustan College of Engineering
Padur and the courses that they have
advertised in the newspapers. ICAR
announced that every district in the
country (450 against the 104 district
Kendras) will have a Krishi Vigyan kendra
(KVK) during the VIII Pian and all
ICAR transfer of technology projects
will be merged with the Kendras (KVKs).
The KVKs are to serve as the light
houses of the universities and institutes
of the state agricultural department.
Each Kendra is allocated Rs. 75 lakhs
in the VIII Plan against Rs. 35 lakhs
in the Vil Plan.

-Science

The Prime minister's Science Advisory
Council (SAC) has come out with uew
directions in planning to help reap
maximum benefits from S&T. In its
document, Science and Technology in
the VIil Plan it covers food producti-
vity, population control, technology
development, materials management and
science and technical education. It has
also emphasised the importance of
diffusion of science and technology
infrastructure in the states and UTsin
a new direction. The chairman of the
council has also expressed serious
concern over the indifferent quality of
much that passes as research in the
academic system. Apart from inadequacy
of a foundation in substantive know-
ledge in the subject area, the research



scholars lack competence in critical areas,
like experimental skills, ability to read
scientific  literature, interdisciplinary
knowledge and skill to write scientific,
articles, There is lack of a system of
committed scientists. The whole system
of research therefore calls for a thorough
going reform, including the research
degrees of Ph.D and D.Scs.

Health

The Union government reports that it
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has 33 ICDS projects in Maharashtra in
1989-90. With that the total ICDS
projects in that state has increased to
155. Each project provides supplementary
nutrition, immunisation, health check up
and regional service to children below
6 and pregnant and nursing mothers,
free school education to children in the
3-6 years age group and health edu-
cation to women in 15-45 years age
group.

V. Employment and Labour Relations

The Prime Minister towards the close
of the General Flection announced a
Rs. 5000 crore employment package for
women. The announcement has been
caught up in a controversy as to whether
the announcement was a violation of the
Election code which bans any offers
like the this by the government just
before the election. Moreover it is not
clear as to the details of the project,
whether it is a new programme, and if
so, where the money is to come from.
Awaiting further clarification the dis-
cussion on it should be postponed. The
new integrated insurance cum accident
relief scheme introduced by the state
government in August 1989 for the
benefit of unorganised labour is an im-
proved version of the 3 schemes operated
earlier from 1984. This scheme has 3
additional features. The income ceiling
of Rs. 3500 a year has been removed ;
the collection of Rs. 10 per month from
the beneficiaries is lifted ; it provides
for death relief when a worker dies
whether the person was at work or not.
The Union government reports that over

3 lakh house sites had been provided
to rural landless families as construction
assistance given to 3 lakh families in
the 5 months April-August 1989, With
this, the total alloted house sites since
the scheme’s inception in 1971 comes
to 169 lakh and the amount of assistance
of Rs.75 lakhs. The October 1989
issue of the Indian Labour Journal
reports on the socio-economic conditions
of women workers in building and
construction industry in Delhi, Bombay

and Madras which is the unorganised
sector as : a) about three fourths of

women of workers were below 34 years,
with 51-96 per cent of them being
unmarried : b) llliteracy among them
is widespread — all the women workers
in Bombay, 147 out of 148 in Delhi
and .80 per cent in Madras. 79 per
cent of women workers in Delhi and
39 per cent of the 45 children in
Bombay were not attending school.
In Madras two thirds of the chiidren
were at school: c¢) there was no
trade union among them: d) on an
average, the family of each worker

consisted of 3.6 persons with 2.1 earning
per family in Delhi and 1.5 non earners
in Delhi and Madras and 2.2 and 1.4
in Bombay : and €) the sampled women
workers’ households on average earned

* *

V. Other

State Planning Commission

There were 5 meetings of the State
Planning Commission in November to
review the report of the task force
reports on Rural Development, Water
Supply and Housing, Urban Development,
Poverty and Unemployment and a group
on tourism, statistics and other services.
On the basis of these reviews, the
relevant chapters are to he drafted.

f1ic

The National Seminar on the Mid
Year Review of the Economy 1989-90
was held at the India International
Centre towards the end of November.
There was some review downward of
the prognosis of growth, particularly
because of the slow down of manu-
factures. There was general agreement
that the pressure points of the economy
which need urgent attention are in-
flation, the government’s fiscal deficit,
and the balance of payments position.
They gre all interconnected apg call
for macro economic policy change.

SRC & TNBCE

The bimonthly meeting of the govern-
ing body of the State Resource Centre
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per month Rs. 1061.61 in Delhi, 1177.94
in Bombay and Rs.1022.54 in Madras.
As they were employed only for 7
or 8 months, the average household
earning was Rs, 700-800 per month.

* *

Items

was held towards the end of November

" The work on the integrated literacy

manual was reviewed and the chairman
was asked to examine critically the
need for yet another manual. The mass
functional literacy programme using
students for the coming summer was
reviewed and it was agreed that the
kits for use should be limited to students
(NSS) in +2 and a few selected
colieges only. A draft manual on
office procedures was placed on the
table and the chairman was asked to
appoint a panel to examine it. The execu-
tive committee of TNBCE also met and
reviewed the successful annual confer-
ence at Madurai. It decided on plans
to launch the International Literacy Year
programmes in Tamil Nadu. It also
decided against a solemn function jn
early January to inaugurate the |nter-
national Literacy Year in 1990,

AIR & Boston School

AIR organised a broadcast on a little
discussed subject — urban poverty. Its
dimension at the macro and micro leveis
were discussed, and its increasing
numbers recalled. The remedies are both
short term such as the recently started
SEPUP and the recently proposed
Jawahar Rozgar Yojana, which could



The Nineteenth Annual Meeting of
Social Scientists was held on 6th
January. It was attended by 21 partici-
pants drawn from different disciplines
in social sciences of South Indian Univer-
sities. For the first time, School of
Management Studies, Cochin University
and Agricultural College, Madurai were
represented. Apart from the usual theme
of the Teaching and Research in Ph.D.
Programme, Evaluation Procedures in
Post-Graduate Courses were reviewed
in this year’s workshop.

Two papers were specially prepared.
One by Prof. S. Neelakantan of the
Department of Economics, Bharathiar
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University and the other by Prof.
Dharenendriah of the' PSYChology Depart-
ment of Karnatak University, The papers
were meant to set out main featyres
of the current evaluation procedures for
PG courses, the directions in which they
need to be improved, and also indicating
measures for making the teaching com-
munity more responsive to the problems
in this area. These two papers were
intended to set the agenda for discus-
sion at the meeting. Thereafter the
participants reviewed their experiences
with  reference to those theme
papers.

* [ ] * * *

December Development Seminar

Perspectives for Chemicals and Petrochemicals in Tamil Nadu

by

P.K.N. Panicker

Vice President, Chemical Industries Association

Even in the 1950's, industrial deve-
lopment of a country could be gauged
by the level of production  of bulk
inorganic chemicals like sulphuric acid,
caustic soda. soda ash and the like.
Tamil Nadu had its share in the overall
Indian context (Table-1). However, the
orientation rapidly shifted and today
the major indicator of chemical industry
growth is the production of petroleum
based building blocks such as Ethylene,
Propylene, Butylene, Benzene, Toulene,
P-Xylene, O-Xylene etc. and the down
stream petro-chemicals such as PVC,
LoPg, HEPE. DMT, Polystrene, VAM
etc. It is, in this context, the task
force in 1972 appointed by the then
Government of Tamil Nadu, strgssed
the need of a petro-chemical complex
in Tamil Nadu. The recommendations
of various scientists, technologists and
industrialists and scientific and profes-
sional associations in this region have
so far not yielded any positive result.

While making this statement, the pro-
posed aromatic complex at Manali is
not being forgotten. The aromatic.com-
plex though welcome, can only be
considered as a very poor substitute
for a petro-chemical complex based on
a naphtha cracker. The potential for
diversified array of down stream possi-
bilities both in medium and large sectors
offered by a cracker cannot bz substi-
tuted by the aromatic complex.

Pattern of development

Since 1950, a few chemical industries
which could be broadly classified as
petro-chemical units have come up in
Tamil Nadu (Table - 2 & Table - 3). All
of them started either using 'substitute
feed stocks like alchohol for production
of iethylene or acetaldehyde or depending
on feed stocks brought into the .State
from far off places like Bombay and
Gujarat.



Petrochemicals

Petrachemicals can be broadly cate-
gorised as follows :

i) Plastics such as low density and
high density polyethylene, commonly
known as |IDPE & HDPE, Polypro-
pylene, polyvinyl chloride which
are commonly known as PP & PVC
Engineering plastics like Polyacetals
and Polycarbonatas.

ii) Synthetie Rubbers (such as styrene
butadiene rubber and polybutadiene
rubber, which are commonly known
in the abbreviated form SBR and
PBR)

iii) Synthetic fibres (such as nylon,
polyester and acrylic)

iv) Intermediates (such as ethylene,
propylene, benzene, DMT, Cagro-
lactum, methanol, pthalic anhydride,
poly urethenes, polyols_, glycols,
acetaldehyde etc. which in turn. are
used in the manufacture of various
chemical and finished products).

Status

Petrochemical industry though was
not making much headway during the
last few decades, as anticipated by
techdologists in this region, this sector
seems to have really taken rapid strides
during the last four or five years and
the domestic production of various
petrochemicals has registered impressive
growth (table-4). In the case of synthetic
fibres, not only has the country attained
self-sufficiency, but we are also in a
position to export significant quantities.
Similarly with the commissioning of
new capacities, the country has achieved
self-sufficiency in LAB which is used
in the manufacture of synthetic deter-
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gents and near self-sufficiency in DMT/
PTA which are the main raw materials
for polyester. Production cf polymers
is not adequate to men indigenous
demand in full. While on a short-term
basis, the shortfall is being made up
by imports, additional capacities for the
manufacture of these products are being
established.

Feed Stocks

Petrochemicals are produced from
petroleum feed stocks like naphtha, gas,
kerosene and also from alcohol and
calcium carbide. At present naphtha
is the dominent feed stock in our
country. Gas is siowly gaining ground.
Alcohol and chemicals contribute subst-
antially. However use of calcium carbide
is constrained due to the fact that
the route is energy intensive,

i)y Petreleum Products

!
The country consumes a little over
46 million tonnes of petroleum
products, and the [consumption
is steadily on the increase. Out
of this approximately 18 to 19

million tonnes is being imported into
the country and around 2.5H mil‘l;:,e,:
tonnes is being exported. owe!

when we look at the petrochemical

potentials, it has ito be realised that
the country has surplus naphtha
available which at the moment IS
being exported probably at unre-
munerative prices (Table-5). The
surplus naphtha is indeed a very
big source on which petro-chemical
developments can b2 based.

ii) Natural &- Associated Gas :

Natural and associated gas is also
slowly emerging as an important

iii)

petrochemical feed stock. The pre-
sent thrust seems to be to maximise
use of gas for fertilizer, No doubt,
two fairly big gas crackers are
coming up in the western region.
There is no reason why gas, even
though obtained in small quantities,
as in Godhavari and Cauvery basins
should not be used as chemical
feed stock. Perhaps installation of
small ‘Partial oxidation crackers,
near the place of gas availability
and with selective product mix to
suit local requirements can be

- effectively planned. Advantages are

that investments are of low order
whereas the products which again
are petrochemical building blocks
will open up possibilities of variety
of medium sized end products.

Coal based Aromatics

While we talk of naphtha and gas
based aromatic production and
aromatic complexes, we often over-
look coal based production of
aromatics. Out of the 12 runits in
the country producing aromatic
feed stocks, 6 are coal based
attached to steel plants. There
contribution to petrochemicals is in
no way small (Table-6). Mecon's
studies for maximising recovery of
these products will hopefully lead
to positive steps.

[ndustrial Alcohot

India is the only Country that has
given dzfinite thrust o molasses
base alcohol as substitute petro.
chemical feed stock. The rapid
improvements in the standards of
living of our people as reflected
by the rapidly increasing demand
for sugar and the possibilities of
doubling sugar output during the
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next decade through improved agri-
cultural inputs promise a big leap
in the field of alcohelbased chem-
icals (Tables-7 & 9).

Potentials for growth

It is appreciated that petrochemicals
can contribute to the growing needs of
synthetic fibres, agricultural inputs,
housing materials, storage and efficient
management of water, nutrients, drugs
and pharmaceuticals, transportation and
communication and infact to almost
every field of human activity. Perhaps
the challenges faced by the large and
growing population and their growing
aspirations for increased level of comfort
can be met only through a planned and
effective growth of chemical and petro-
chemical industries. How far we are
backward in this area can be under-
stood when we compare our production
of one basic petrochemical building
block, Ethylene with that of other

countries (Table-8).

The amount of foreign exchange spent
on import of petrochemical products in
1985-86 was Rs. 450 crores which rose
to Rs. 600 crores in 1986-87 and touched
Rs. 1000 crores in 987-88. In 1988-89,
the import bill is expected to be even
higher.

Government of India seems to be fully
aware of the importance of chemical
and petrochemical developments and
seems to be planning ahead with certain
definite perspectives and goals. The
trend is indeed welcome. Targets for
petrochemical developments are in the
right directions (Table-10).

Constrainst like undue delay in grant-
ing clearances, administrative controls
and approvals causing delays in the



implementation of projects beyond reaso-
nable limits of around 36 months in
case of petrochemical complexes involv-
ing investments of above thousand
crores, lack of definiteness in supplies
of feed stock, fuel and energy and
frequent changes in the duty structure
are constraints that are to be seri-
ously taken note of and removed.
In most cases, value addition from
naphtha to the end product ranges bet-
ween 6 to 10 times. Hence encour-
agement to conversion of naphtha to
end products within the country is an
inevitable necessity in the long term
perspective. Industrial location policy
‘based on scientific considerations
tempered with the necessity to satisfy
the regional aspirations is necessary for
balanced growth of the industry and
to maintain the federal structure of the
country. Government of India seems
to be aware of the necessity for growth
oriented approach and seems to be
proceeding with definite plans, perspec”
' tives and goals in the matter of chemical
and petrochemical industry (Table-10).

Position of Tamil Nadu

It is in the context of the overall
India scenario that we have to assess
Tamil Nadu’s contribution to the chemical
and petrochemical areas. As pointed
out earlier, Tamil Nadu did have a
certain momentum in the earlier days

with raspect to the inorganic chemicals. |,

Later a beginning was made with respect
to certain petrochemicals. However the
initial momentum seems to have been
completely lost during the last decade.
A complete study Of the situation and
a bold and imaginative programme to
re-establish the lost vitality is necessaay.
It is in this context that the Chemical
Industries Association took the initiative
to draw the attention of the Govern-

ment technologists, industrialists and
entrepreneurs within the State and also
at the' central level on the immediate
necessity to vitalise the slagging indu-
strial activity in the State. The first
seminar organised by the Association
in April 1982 took opportunity to review
the recommendations of the 1972 task
force and presented certain perspectives.
Thereafter the Association continuously
urged the necessity of a petrochemical
complex in Tamil Nadu so that further
growth in the area can be spurred and
the momentum gained. Unfortunately,
our efforts havs not yielded resuits in
the the desired measure. Today when
we look at the possible contribution
that Tamil Nadu will be making in the
newer thrust areas of petrochemicals,
we find that situation is not a iaud-
able one (Table-11).

Suggestions

Having analysed the present situation
and looking ahead, the following areas
seems important enough to be consi-
dered and studied in detail.

1. Basic Inorganic Chemicals

It is necessary to constantly revi?w
the position and augment the cgipuz:t ::
to catch up with Al 'n?':\l e\irt f
activity. With this in vie

suggested : '

i) gstablishment of sulphuric acid anq
super phosphate unit in Dharmapur!
area.

ii) Capacities of sod ash and caustic
soda to be reviewed and increased.

iii) Possibilities of establishing one more
news print unit'based on baggasse
to be studied.

iv) Establishment of a titanium dioxide
unit.

2. Alcohol based units

Considering the potential for establ-
isment of more alcohol and alcohol
based units, suggestions are:

i) Expansion of existing distilleries

ii) Establishment of 4 more distilleries
with minimum capacities of 50 KL/
day.

iii) Expansion of existing Acetaldehyde/
Acetic acid units

iv) Establishment of two more acetic/
Anhydride units

v) Establishmenr of two Butanol/Butyl
Acetate units

Vi) Establishment of one Aceto Acetic

Esther unit

vii) Establishment of one VAM unit.

Naptha Cracker

w

Establishment of a petrochemical unit
based on naphtha and down stream
product lines as listed in Table-12.

4. Gas based Units

It is seriously suggested that possi-
bilities of installing a partial oxidation
cracker with an investment of Rs. 60/70
crores in the Cauvery belt should be
studied. Based on the product mix
from the cracker, 3 or 4 down stream
units guych as Acetyleng Black etc
also can be effectively Planned, '

Establishment of a Methanol unjt and
a Merchant Ammonia unit seems to be
very necessary for the development of

various medium sized chemical and
pharmaceutical units.
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5. Gas Grid:

It is also suggested that the Govern-
ment of Tamil Nadu should enlist the
Co-operation of all the southern states
far the establishment of a National Gas
Grid which can definitely help much
more rapid industrialisation of the region
as a8 whole. With the establishment of
the Godhavari and Cauvery delta and

~the recent announcement that petroleum

and gas is available in the south
western coast, National Gas Grid seems
to be within practical feasibility.

Conclusion

In conclusion it may be stated that
Tamil Nadu lost valuable opportunities
during the last decade and only con-
certed and imaginative approach can
set things right. The State offers
sufficient resources which can really

be mobilised, if State Government can
work in close co-operation with tech.

nologists, industrialists and entrepreneurs
in the region and also [enlist the co-
operation of the other states in the
region to create effective thrust and
dynamism in the industria) development
of the region so that we can enter the
twentyfirst century with creditable
achievements, not only in the area of
chemical and petrochemical industries.
but in improving the general standard
of living of our people.
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TABLE 3

Requirement of Basic Building Blocks for the Units Listed in Table-2

Ethylene
Proplylene
P—Xylene
O—Xylene
Benzene

C10 C12 Fraction

Toluene

Tonnes/Annum

26,400
15,000
18,000
29,000
74,600

2,000

Source : P.K. N. PANICKER
Chemical Weekly April 1, 1989.
TABLE 4
Petrochemicals : Production, Import & Consumption
Insta- ('000 tonnes
Production lled 1989-90
Products 1970-71*  capa- P  1988-89 Production
city [** C Target
1989
1 2 3 4 5 6 7
Synthetic Fibres 54 175 110 — 90 :‘7‘8
Polyester Filament Yarn 0.6 89 146 — 1;;
Nylon Filament Yarn 9.4 49 35 24 40
Acrylic Fibre 9.4 35 26 12 36 30
Total 24.8 348 317 36 331 380
Fibre Intermediates
p-Xylene - 116 120 50 170 NA
MEG 4.5 30 25 85 110 NA
DMT/PTA —_ 235 250 20 270 250
ACN - 30 25 5 29 27
Caprolactam — 20 20 80 100 NA
Total 45 431 440 240 679 —

Table 4. Contd.}

o

Insta- (‘000 tonnes
" production lled 1989-89
Products 1970-71*  capa- P 1988-89 Production
city  fodd C Target
1989
1 2 3 4 5 6 7

Chemicals
Benzene 53.2 235 150 —_ 150 NA
O—Xylene - 27 24 51 75 NA
LAB —_ 150 125 — 120 145
Ethylene Oxide 1.5 —_ 15 — 15 NA
Methanol — 157 145 NA NA NA
Toluene 84 45 35 9 44 NA
Phenol — 61 46 — 46 NA
Total 63.1 675 540 60 450 —
Polymers

LDPE/LIDPE 24,4 80 80 93 173 80
HDPE 211 50 42 100 142 40
PP — 55 40 26 66 45
PVC 41.4 150 132 107 239 130
PS 8.9 28 22 23 45 23
ABS - 7 6 2 8 NA
Total 95.8 370 322 351 673 —
Elastomers

Poly But Rubber — 20 16 8 24 16
SBR 29.8 33 32 8 -40 30

BUTI — - — 16 16 —_

Total 29.8 53 48 32 82 —

Source : *Chemical Weekly Annual — 1985;

**As in annual report of the Dept. of Chemicals & Petro Chemicals 1989.
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Production of Petroleum Products in India — 1986-87

(‘000 tonnes)

Products Production Consumption Import Exports

Total Production 42,761 43,662
1. Light Distillates of which 9,069 7,412

LPG 995 1,497

Mogas 2,515 2,505

Naphtha 5,437 3,249 34 2,220
2. Middle Distillates of which 23,324 25,656

Kerosene 4,912 6,456

ATF 1,663 1,603 108

HSD 15,450 16,009

LDO 1,172 1,156
3. Heavy ends of which 10,368 10,594

F.O. 3,864 3,793

Fuel Qils (Total) 8,011 8,047

Lube Oils 491 755 219

Bitumen 1,325 1,309

Petroleum Coke 264 208

LPG 494 —

Source : Chemical Weekly

Annual Number 1988

TABLE 6

Aromatics from Steel Plant

(‘ooo tonnes)

Benzene Toluene Xylene
1. Potential availability 86.46 14.6 2.20
2, Actual production in 1987-81 14.02 2.4 0.28
3. Projected production for 1999-2000 70.45 11.72 1.64

S,

Source: Anand P. Raman.
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TABLE 7
Estimation of Alcohol Production — 1999 to 2000

All India*
Sugar 16,79 M.T.
Molasses 6.72 M.T.
Alcohol Production 1330 to
1635 M.L.
Tamil Nadu
1987-89** 1992.93 %4 1999 to 2000*#*+*
Molasses 036 M.T 0.69 M.T. 1. M.T.
Alcohol production 63.73 113.00 M.L. 170.00 M.L.

M.T. — Million Tonnes; M.L. — Million Litres,
* Source: S.L.Venkateswaran, Chemical Weekly, July 4, 1989

** Estimates based on information obtalned from Tamil Nadu Government

*+* Projected figures based on sugarcane development potential.

TABLE — 8
Ethylene Capacity World-Wide

Country Capacity as on 6.1.86
(in thousand TPA)

United States 16,778
Western Europe 14,786
Japan 5,418
Taiwan 453
Singapore 300
Korea 505
India 252
World Total 48,151
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TABLE 9 TABLE 10

Perspective Plan for Alcohol Based Chemicals Projections for Petrochemicals — 2000

(‘000 Tonnes)

Product Estimated Production Requirement’ v -
Demand from Alcohol :|c0h0| Sl. No. Item Actual Estimated Demand for
1995-96 MT MT KL consumption 1999-2000
: 1988-89 By ICMA* By DVK#**
L ' 1 2 3 4 5
Acetic acid including anhydride 1,560,000 1,50,000 1.80,000 - -
. .E. 49
Vinyl acetate acetone 56,000 2,000 8.000 ; E%EE } 4713_ ggg 38g
15,000 33,0 3. VG, 239 350 501
Polyethylenes 3,60,000 00 " 4. Ethylene Oxide 34 230 NA
i ; 0,000 16,000 20,0 5. Glycols 110 267 133
Vinyl Chloride 25 00 6. Polystyrene 45 98 NA
25,000 15,000 33 7. Benzene 150 NA 498
n-Butanol 000 8. O-Xylene 75 NA NA
67,000 25,000 9. P-Xylene 170 NA 21
2-Ethyl Hexanol 70,000 10. Polypropylene 66 45 284
: 1,40,000 20,000 0 11. DMT/PTA 270 NA NA
Ethylene Oxide (glycol) 40,00 12. Caprolactum 100 352 NA
. —_ 40,000 0 13. EPDM NA NA NA
Butadiene 1.20,00 14, ABS/SAN 8 38 NA
90,000 15. Palyester 146 NA
Styrene 45.000 40,000 19 Phathalic_Anhydrid e 3 NA
. . 5 17. atnalic Anhydride 1 - NA
Other misc. like ethyl acetate ether, ] 18, Linear Alkyl Benzene 123 NA 383
ethylene etc. 50,00 19, Propy:ene Oxide NA 45 NA
. lyols .
As solvent & processing agent 50,000 g? gg|¥urethane ) “2 mﬁ :‘12
e 22. SBR/Polybutadiene 64 122 NA
23. Polyvinyl Acetate NA 32 NA
6,48,000 24. 2 Ethyl Hexanol NA NA NA
_ 26. Acrylonitrile/Anrylic fibre 36 NA NA
27. Ethylene-Propylene Polymers NA NA NA
gg. \r/lin ll Acetate Monomer 10 32 NA
) ©29. Nit
Source : S, L, Venkateswaran, Chemical Weekly, July 4, 1989- 20. P:Jm?lgr?:bgle;cd N/?i 217 5 m:
31. Plasticizer Alcohols NA 54 NA
32. Butanol | NA 135 NA
These suggestions are in addition to the existing alcohol based units. 33, Isopropyl Alcohol NA 5.2 NA
34. Acetone . NA 40.7 NA
35. Maleic Anhyqnde NA 14' NA
36. Epichlorohydrin NA
37 | 16 NA
. Glycero NA - NA

* Indian Chemical Manufacturers Association

** Mr. D. V. Kapoor Committee on Petrochemicals.
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TABLE 11 Table 11 contd.

Contribution of Tamil Nadu to Petrochemicals Actual ctimated rami] Nadus

(including present schemes under implementation) SI. No. Item Consumption Demand envisaged
(‘000 tonnes) 1988-89 2000 contribution
—_— 1 2 3 4 5
Actual Estimated Tamil Nadu's
Sl No. Item Consumption  Demand envisaged 26. Phenol 46 75 _
. 1988-89 2000 contribution 27. Ethylene Propylene Polymers NA NA _
1 2 3 4 5 28. VAM 10 32 _
- 29, Nitrite Rubber 2 75 _
1. LDPE/LLDPE 173 490 - 30. Propylene Glycol NA 21 8
2. HDPE 142 383 - 31. Plasticiser alcohols NA 54 _
3. PVC 239 °01 33 32. Butanol NA 135 _
4. Ethylene OXide 34 230 - 33. lIso Propyl Alcohol NA 5.2 —
5. Glycols 110 267 - - 34, Acetc.me . 30 40.7 -
6. Polystyrene 45 98 _ 35. Ma.nlelc Anhytdnde NA 14 1
7. Benzene 150 498 30 36. Epichlorhydrin NA 16 _
8. O-Xylene 75 NA 30 37. Glyc.erol . NA _ —_
9. P-Xylene 170 211 105 38. Acetic Acid/Anhydride
10. PP. 66 284 - 39. Glyoxal o 2000 8000 -
11. DMT/PTA 270 NA - 40. Methanol : " 80O 282 _
12 Caprolacturﬁ 100 3562 - 41. Aniline | 15 32 —
13. EPDM NA NA - NA 42. Nitro Benzene 24 46 _
14. ABS/SAN 8 15 o NA _ 43. Nitro Toluenes 6 6 _
156. Polyester 146 NA : 12 g 44. Nitro Chloro Benzene 8 115 —
59 NA 7 45, Acetaldehyde 60 164 6
19 Mvien 113 14 46. Acetid Acig 59 210 9
17. Pthalic Anhydride 52
18. LAB 120 383 80
19. Propylene Oxide NA 45 12
20. Polyols NA NA 6
21. Polyurethenes NA NA 6
22. SBR/Polybutadiene 64 122 -
23. Poly Vinyl Acetate NA 32 -
24. 2 Ethyl Hexanol NA NA -
25. Acrylo Nitrite 36 NA . -



TABLE 12

Suggested Capacities to be Established in Tamil Nadu by 2000
(as down stream units attached to a naphtha cracker)

Require-
Sl. Capacity ment

No. Name of Product tonnes/annum Basic Block tonnes/

anpum
1. PVC/PVDC 50,000 Ethylene 35,000
2. H.D.P.E. 50,000 Ethylene 52,500
3. Polystyrene 20,000 Ethylene 8,000
Benzene 20,000
4, 6,000 Ethylene 800
Benzene 2,000

Propylene 2,600

Butadiene 2,000

5. S.A.N. 10,000 Ethylene 3,000
Benzene 6,700.

Propylene 4 300

6. S.B.R. 30,000 Butadiene 24,000
Benzene 6,000
Ethylene 2,000
7. Poly. Vinyl Acetate 10,000 Ethylene 12,000
8. 2 Ethy! Hexanol 20,000 Propylene 20,000
9. Ethylene Oxide 5,000 Ethylene 5,500.
10. E.P.D. M, 10,000 Ethylene 4,000
Propylene 7,000

11. Acrylonitrile 30,000 Propylene (_ B 36,000
12. Glycerol 10,000 Propylene: 6,500
13. Epichlorhydrin 5,000 Propylene 3,600-

Total requirement of Basic Building Blocks for the above units:

1. Ethylene
2. Propylene
3. Benzene

4, Butadiene

123,200 tonnes/annum
80,000
34,000
26,000

”

”

”

Competitiveness in the Private Sector in the VIIl Plan*

Presumptions

A first presumption is that competition
between firms in the private corporate
sector — good for the firm and good for
those who consume its products. It is
presumed that inter-firm competition will
promote productivity and reduce costs
and so increase the profit margin for
the competing firms. This would also
bring about an equivalence between the
reduced costs and prices, which reduced
prices will benefit the consumer.

A second presumption is that the
private corporate sector is not, by and
large, engaged in the production of infra-
structural services and goods and those
with heavy capital intensity and long
gestation periods, where competition is
not possible. On the other hand, as
the private sector is engaged in producing
consumer gOOdS and consumer inter-
mediate’s and durables, the normal con-
dition of its constituents should be one
of competitive relations.

A third presumption is that for certain
relatively capital intensive consumer

durables, the question of scale of pro-
duction sets the limits to competition —
to semi atomistic competition. Here there
is a minimum, if not optimum, size
needed for the producing firm to be able
to obtain the economies of productivity
and various other externalities. This sets
a limit to competition in this group of
industries. -

A fourth presumption is where produc-
tion of any set of goods — particularly
intermediates and durables — is under
oligopolistic production conditions, com-
petition between the oligopolies must
be ensured to avoid price fixing and
others restrictive production and trade
practices. This is one of the functions
of the commissions set up in various
economies to avoid oligopolies moving
in the direction of monopolies, as far
as compatition in terms of the production
and supply of goods, and costs and
prices manipulations are concerned.

Eighth Plan Presumptions

The above four presumptions are not
time and/or space bound. '

& Article by Dr. Malcolm S. Adiseshiah for the Special Annual Issue of Indian Merchant’s Chamber,

Bombay, October 1389.



Deregulation

Now turning to the Eighth Plan, it
is presumed that the policy of deregula-
tion of unnecessary licensing, export and
import controls, credit, taxation and
capital issues limitations will be con-
tinued in effect. It is presumed that
what the 1969 Dutt committee described
as the large ‘middle area’ where discri-
minatory decisions in industria! licensing
will be minimised through detailed indus-
trial planning for the most critical indus-
tries on the one side, and the system
of protecting the small scale sector and
preventing undue regional concentration
on the other, will be in effect in the
Eight Plan. |n particular, it is presumed
that the small printin this delicensing
area, involving the continued obligation
of applying to government agencies for
sanction and endorsement as well as
the procedures and discretionary deci-
sions which harass the entrepreneur even
in the case of delicensed industrial areas
when they go for their registration will
be completely done away with.

Again, it is presumed that during the
Eighth Plan the restructuring process of
the private corporate sector will continue
so that it is able to produce quality
goods at low cost for the domestic
market and compete effectively in the
world markets, As South Korea and
Japan which have achieved these ends
show, these necessary and laudable
purposes for the units in the private
corporate sector will not be attained
either by exposing their capital needs
solely to workings and vagaries of the
internal money market or by dismantling
the protective barriers needed by the
units for their effective functioning.
When this latter was done for some parts
of the engineering industry in the
Seventh Plan, its, result was the dumping
of steel and attempts to flood the market

with capital goods at throw away prices,
showing that the international market
is not a competitive market, as we
economists understand competitiveness,
that the prices at which those engineering
goods are dumped in this cocntry do
not reflect their production costs, and
are often lower than their prices in their
country of origin. In other words, in
the Eighth Plan, to avoid the private
corporate sector being adversely affected
by a massive inflow of underpriced im-
ports, the units in the sector should bg
allowed the links between their prodyc.
tion growth and their productivity growth,
which requires a growing market, which
only will result in a lower unit cost.

Cost reduction

This means that in the Eighth Plan,
such cost reductions and effective Ys®
of resources will be promoted through
increased effective competitiveness in
the private corporate sector. If these
are accompanied by increased state
investments and rural incomes, the
competition among the firms will also
have a positive effect on employment
generation, which is very imporsant, afd
which can reverse the negative eémploy.
ment generating effect for the penulti.
mate year of the Seventh Plan the
Economic Survey 1988-89 reporting that
employment growth was —0.8 per cent
in the private sector and the 1988
CEl survey reporting a decline from
73.7 lakhs in 1986 to 73.6 lakhs in

1987 in private sector employment.

But such competition in private
corporate sector in the Eighth Plan has
certain essential accompaniments which

th example of Japan and Korea demon- y

strate. In these countries, there is un-
bridled competition among the firms in

the private sector, along with a high
degree of policy coordination in regard
to the external sector., So too in the
Eighth Plan, while an increasing level
of domestic cempetition in the corporate
sector will aim at increasing Production
and emplyoment as noted above, these
require that the domestic market for
the corporate sector be strengthened
and expanded, and not be curtailed or
destroyed by ill considered fiscal, credit
or import and export policies. Infact,
prcrequisite for expanding and success-
ful competition in the private corporate
sector in the Eighth Plan is a growing
and dynamic domestic market for the
products of the sector. This is the
necessary condition for the competitive
profile of the private sector traced ear-
lier. Without it, all other incentives
and MRTP and FERA restrictions will
not conserve competition.

Role of Industry and Trade Rodies

In this regard, it is important that
trade and industry associationsglike CEI,
Assocham, FICCI, IFMA and their state
counterpart must see one of their main
functions to be to educate their member
member firms and units to become more
competititve and more efficient. This
calls for programmes which emphasise
productivity and quality consciouness,
energy conservation and human resources
development. If this is undertaken at
all levels In a firm — o5 management,
intermediate management, stopfloor ste-
wards and the workers, it iy not
only popularise these essential concepts,
but also improve management — worker
relations and strengthen the social ang
industrial infrastructure, or develop them
where they are lacking.

The private corporate sector in the
Eighth Plan as part of its drive towards
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a more dynamic and competitive profile
will also have to tackle the problem
of industrial sickness. It will have to
take back from the public sector the
viable units transferred to it when they
sick, as well as the loss makinig public
enterprises, and bring to them the on
the spot decision making, the flexibility
and result oriented professionalism, which
are characteristic of the private sector.
This will also enable it to move the
slow moving physical infrastructure so
badly needed by the growing private
enterprises.

Private sector and physical infra-
structure

In the Eighth Blan, competition among
the large private sector firms like, Re-
liance, Tatas, Gammon India, Hindustan
Construction, Birlas, Singhanias, Thapars,
SPIC, TVS etc. will increase their invest-
ment in building roads, bridges, ports,
inter-sea and inter-river routes which
directly or indirectly benefit their concerns
and marketing networks. More and
more road building and bridges and
culvert construction will increasingly be
undertaken by private sector firms in
in the rapidly developing class 11, llI
and class IV towns, and more parti-
cularly in satellite towns to the over-
crowded great metropolitan cities.

There is a price for this involvement
of the private sector firms in infrastruc-
tural development. Most of them want
transfer of land which they would
develop, as in the case of 50-60 square
kilometre in the Uran-Panvel stretch
which Reliance bought from local farmers
or CIDCO at nominal rates. Such land
development for real estate and buildings
(which will also send land develop-
ment prices soaring) is the price .that
has to be paid. The other more serious



price is that every deal with (Delhi) DDA,
(Bangalore) BDA, (Bombay), CIDCO
etc also becomes the gateway to cor-
ruption, in which the private sector
firms get involved as donors.

Lessening Regional industrial
Imbalances -

The Eighth Plan, as part of the drive
to promote competition in the private
sector, will see some correction in the
growing regional industrial imbalances
as between the west and north of the
country, on the one hand, and the south
and east of the country on the other.
Industrialists of the second group feel
that they have missed out a lot by not
being close to Delhi, and not being
involved in the movement of large funds
in the form of agency commissions on
which they have been left oui not being
involved in Union government turnkey
projects, and World Bank and other
foreign aided projects. This may mean
that the industrialists of the south and
east will have to become street smart,
and develop values as well as techni-
ques that recognise that big projects for
their regions involve big pay offs. This
calls really for a new breed of entre-
preneurs who can face the changes,
that they are no longer going to conduct
their business affairs by traditional, con-
servative, old world values. Meanwhile
taking the southern region, there is now
rapid takeover of firms by outsiders but
also important internal changes. such as
Standards Motors changing hands, Binny
having a new management, Enfield
fighting again for survival, Coromandel
Fertilisers run in with SPIC and EID
Parry, Peerless entering India Cements,
and the auto ancillaries for so long
having the South as its home, moving
to the west (Bajaj) and Telco) and the
North (Maruti). Hence entrepreneurs in
the South and East have not only to
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guard their domestic niches, they have
to become aggresively campetitive to
take their share of the All India corporate
sector pie in the Eighth Plan.

The Power Imperatives

The private corporate sector will have
to play an active role in power genera-
tion in the Eighth Plan, as power has
become the major bottleneck facing
industry already now in the closing
years of the Seventh Plan. . For the
Eighth Plan, the power requirement hag
been modestly estimated at an additionga)
48,000 MW, against which the public
sector plan is only for the generatign
of 38,000 MW, for which even so the
resources are in some doubt. So the
long delay amounting near sabotage by
government in approving private sector
to participation in power generation will
now be forcibly ended, because the
public sector does nct have the resources
to continue standing in the way of the
private sector playing an active rolein
power. This private sector participation
in power generation in the Eighth Plan
will have two dimension. First, it will
be the start of competitive generation
with the State Electricity Boards who
have long held its monopoly and who
in the absence of any COMPEllion, are
running their enterprises so badly, that
in the Seventh Plan their losses amounted
to Rs. 11,767 crores. The only existing
private sector Proj:ct — Tata’s Chembur
— shows how a competitive edge €0
keep costs down. Whatever is so SﬂVed
in the Eighth Plan as a result of the
competition oifered by the private sectol:
will be needed by the private sector to
fund their power generation projects.
And that is the second dimension. Hf
the private sector is allowed to generate
10,000 MW, it will need to raise sorme
Rs. 12,000 crores. about half from the
stock market through the issue of bonds.

Publications of the Institute consist of the following categories

1. Publications brought out by Messers Sangam* Publishers : These consist
of a series of monographs mainly relating to Rural Development of Tamilnadu
brought out between 1972 & 1980. Detailed list including prices available on
request from the Programme Coordinator of MIDS. Orders may be placed with
Sangam publishers, 11, Sunkurama Chetty Street, Madras - 600 001 for these.

2. Cyclostyled Publications : These consist of Working Papers Digest Series
Data Series, Popular Series, Interns Reports and Offprint Series brclxu ht ince
1978. Detailed list available on request from the Programme Coordina?or (';)fml\/lslllgcse

3. Occasional Publications of the Institute include :

a) A Manual of Sources of Data on Tamijl
M.I.D.S. pp. 92, priced at Rs. 10/ - per ¢
scholars.

Nadu Economy (1979) published by
opy and Rs. 6/ - for bonafide Research

b) Area Studies Bibliography Tamil Nadu (1984 published by M.L.D.S. pp. 226
Rs. 30/- for paper cover & Rs. 40/ - bound volume.

a) & b) obtainable from the Programme Coordinator of MIDS.

4. Special Publications*

a) Poverty — An interdisciplinary Approach edi
V. N. Deshpande (1982) & published for MID
Pvt. Ltd., Bombay pp. 296, Rs. 125/- - '

fed by B. Sarveswara Rao &
by‘ M/s. Somaiya Publishers

b) Guide to Research in Economics, edited by C.T. Kurien (second edition)

19856) & i “Rai . .
,(qs_ 10)0/_ Published for MIDS by M/s.” Rainbow Publishers, Coimbatore, pp. 390,

€) -:gg:;h;’;"‘;gfffw rgst/;: Seventh Plan by Dr. Malcolm S. Adiseshiah (1985 &
Y M/s. Dialogue Publishers, New Delhi, pp. 136 Rs. 70/-

d) Sheping National Events by p, Malc

MIDS by Ms. Dialogue Publishers, ponr oy Sosrian (1985) & published for

ew Delhi, pp. 335, Rs, 180/-

€) Tamil Nadu Economy: Performance and Is

for MIDS by Oxford and IBH Publishing co. Put. Led. mupt. e & Fublished

0. Pvt. Ltd. Delhi, Rs. 60/-

* icati -
These publications may be ordered .directly from the respective publishers.



MADRAS INSTITUTE
OF )
'DEVELOPMENT STUDIES
(MIDS)

The Institute was founded by Dr. Malcolm S. Adiseshiah in 1971 and was
reconstituted in 1977 as a National Research Institute within the framework
of the Indian Council of Social Science Research, New Delhi,

The aim of the Institute is to ‘ contribute to the economic and social
development in Tamilnadu and India.

The activities of the institute aré:

—Research leading to Ph.D. M.Phil Degree
—Studies and action-oriented research in micro-development problems

—Documentation and library service in development problems 1

—Exchange and dialogue at the State, National and International levets on

development issues

—Publication of papers and results of the institute.

e

Editor : Dr. Malcolm S, Adiseshiah, Published by Dr. A. Vaidyanathan for Madras
Institute of Development Studies, 79, Second Main Road
Gandhinagar, Adyar, Madras 600 020, India

printed at reliance printers, 9, sardar patel road, madras-600 020.



	129913_Page_01
	129913_Page_02
	129913_Page_03
	129913_Page_04
	129913_Page_05
	129913_Page_06
	129913_Page_07
	129913_Page_08
	129913_Page_09
	129913_Page_10
	129913_Page_11
	129913_Page_12
	129913_Page_13
	129913_Page_14
	129913_Page_15
	129913_Page_16
	129913_Page_17
	129913_Page_18
	129913_Page_19
	129913_Page_20
	129913_Page_21
	129913_Page_22
	129913_Page_23
	129913_Page_24
	129913_Page_25

