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Oil import bill up 11% in June
on reduced Russian discounts

ARUNIMA BHARADWAJ
New Delhi, July 16

INDIA'S CRUDE IMPORT bill
increased 10.9% in June to $11.1
billion even as the imports volume
declined by 5.6%, data from the
Petroleum Planning and Analysis
Cell showed. The increase inimport
bill can be attributed to the lower-
ing of discounts offered by Russia
on its crude oil.

The country imported 18.5 mil-
lion tonne (MT) of crude oilin June
compared with 19.6 MTinthe corre-
sponding period of last fiscal.

Russia has become the top sup-
plier of crude oil to Indian refiners
post the Ukraine conflict.

The countryimported 2.13 mil-
lion barrels of crude oilperdayfrom
Russia last month, up 7.2% from
the previous month, according to
the data providedbyKpler.Thiswas
the highest since May 2023 when
imports from Russia stood at 2.15
million barrels per day.

During thefirstquarter of the cur-
rent fiscal, India’s crude oil imports
rose by 3% to 62.0 MT valued at
$37.5 billion,up from $ 31.5 billion
in the year ago period, as per PPAC
data“Therise in crude oil import bill
reflectshigher crude oil prices aswell
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as lower discount on imports from
Russia,"IDFCFirst Bank said inanote.

During April-May, the imputed
cost of crude oil from Russia hasrisen
to $84 per barrel, which is similar to
the other two key suppliers of crude
oil,Iraq($83/barrel) and SaudiArabia

(890 barrel),according to thebank.

“ForthesameperiodinFY24,the
discount on Russian crude oilwas
$12 /barrel (on an average vs Iraq
and Saudi).As aresult, the share of
crude oil imports from Russia has
reduced to 35% in FYTD25 (April-
May) in volume terms against 38%
inthe same period in FY24”

The country’s dependency on
import of crude oil during the first
quarter of the current fiscal rose to
88.8%, up from 88.3% in theApril-
Junequarterof FY24 asthedomestic
production remained stagnant.

Upstream companies produced
7.3 MT of crude oil during April to
June, unchanged from the same
quarter last fiscal.

In June too, productionremained
mutedat 2.4million tonne from last
year. Despite the government’s
efforts to boost production and
reduce dependency onimports, the
production has remained stagnant
over the last 10 years.

So far, the country’s upstreamsec-
tor companies have explored only
10% of the sedimentarybasin.

The govemment isnowaimingto
increasetheexploredareato 16% by
the end of 2024 after the end of
upcomingroundsofbidsunderOpen
Acreage Licensing Programme.
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Crude oil imports decline to 4-month low of 18.5 mtin June

Rishi Ranjan Kala
New Delhi

India’s crude oil imports dur-
ing June declined to a four-
month low of 18.5 million
tonnes (mt) after the world’s
third largest importer pro-
cured record high cargo of
the commodity in May.

After rising for four
months, beginning February,
crude oil imports fell by 15
per cent m-o-m and almost 6
per cent y-o-y in June on a
provisional basis, Petroleum
Planning and Analysis Cell
(PPAC) data showed.

India procured a record
21.8 mt of crude in May, the
highest on record as refiners
rushed to meet domestic de-
mand for auto fuels as well as
for export opportunities.
Subdued interest from
China also spared more bar-

rels to be shipped to India.

RUSSIAN CRUDE

During June, Indian refiners
continued their purchasing
momentum from Russia, its
largest supplier. Inbound
volumes were in the range of
2 million barrels per day
(mb/d) with both public and
private sector refiners lifting
record volumes.

Even as India lifted higher
cargo from Russia, import
from traditional suppliers
Iraq and Saudi Arabia de-
clined during June, both on
an annual and monthly basis.

IMPORTS FROM US
However, import of crude oil
from the US has been rising
since March.

Trade sources said im-
ports were of light sweet
grade due to weak market
fundamentals amid refinery
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outages in Europe and the
US's lowered demand,
coupled with high supply
availability specifically from
US exports and better price
arbitrage compared to West
Asian grades. Crude oil ex-
porting bloc OPEC said In-
dia’s robust economic ex-
pansion, coupled with a
positive outlook for the man-

ufacturing sector, is expec-
ted to bolster demand for oil
products in the near term.
“This is expected to drive
growth of 0.2 mb/d, y-0-y, on
average in H2 2024
Moreover, government initi-
atives aimed at supporting
manufacturing and house-
hold consumption are expec-
ted to underpin demand for

LPG, ethane and diesel,”
OPEC said in its monthly oil
market report for July.

At the same time, India’s
jet fuel demand may surge as
the government adds more
airport terminals amid an
ongoing recovery in air
travel. Jet fuel demand is ex-
pected to outperform all
other transport fuels, lead-
ing to oil demand growth in
the 2024 fiscal, it added.

FESTIVE BOOST

“The country’s annual tradi-
tional festivities are set to
support transportation
activity and boost gasoline
demand. However, cyclone
activity in eastern Indiaanda
forecast of above-average
rainfall this monsoon could
weigh on agricultural and
construction activities, af-
fecting oil demand in the
third quarter...,” OPEC said.
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CPCL to undertake new projects to
expand portfolio, revenue streams

G Balachandar
Chennai

Chennai Petroleum Corpora-
tion Ltd (CPCL) plans to un-
dertake new projects to ex-
pand its portfolio and revenue
streams, and maintain com-
petitive edge and sustainable
growth. It plans to produce
pharma-grade hexane in the
isomerisation unit at an es-
timated cost of ¥67.15 crore.
The project involves replacing
existing conventional column
internals with divided wall
column (DWC) technology to
produce 35000 mtpa of
pharma-grade hexane. This is
expected to be completed dur-
ing this quarter, according to
the company’s annual report
forFy24.

CPCL is
conducting a
Fluid Catalytic
Cracking Unit
(FCCU) revamp
scoping study to
enhance FCCU and
maximise propylene
production

Italso plans toimplementa
project for the production of
Group IIJIIT lube oil base
stocks. It received first-stage
approval for this project. Pre-
parations, including the basic
design and engineering pack-
age (BDEP) and detailed feas-
ibility report, are complete,
and environmental clearance
was obtained in January 2024.

Final investment approval is
pending.

CPCL is conducting a Fluid
Catalytic  Cracking  Unit
(FCCU) revamp scoping
study to enhance FCCU and
maximise propylene produc-
tion. The study, awarded to
UOP last year, is in progress,
with the final report expected
by this month.

Ithas also taken up a feasib-
ility study for the installation
of a new de-oiling unit to pro-
duce microcrystalline wax.
The jobwas awarded to Engin-
eering India in March 2024.
The study is in progress and
the final report is expected to
be submitted by September
2024.

WATER PIPELINE
Meanwhile, the company is
laying a 22-km-long new 28-

inch  desalination  water
pipeline andanew 10-inch RO
reject water pipeline between
Manali Refinery and its desal-
ination plant at Ennore, at an
estimated cost of ¥205 crore.
This project is expected to be
completed by September
2025.

In 2010, CPCL inaugurated
a 5.8-mgd desalination facility
at Kattupalli. By tapping into
seawater, CPCL has substan-
tially cut down on its use of
freshwater.

Providing an update on its
upcoming 9-mtpa Cauvery
Basin refinery at Nagapatti-
nam in Tamil Nadu, the com-
pany said site-enabling activit-
ies are underway. The cost of
the project, scheduled to be
completed in 39 months fol-
lowing statutory approval, is
estimated at 336,354 crore.
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Green revolution 2.0: Why India needs an integrated energy policy

ver the
last dec-
ade, the

Indian energy
sector has care-
fully navigated
the throes of cli-
mate change
concerns and the
contentiousissue
of political economy imperatives
whilenotlosingsight of the need to
cater to the energy demand
required to become a developed
country by 2047.

Going forward, this gradient is
expected to get steeper, given the
overall magnitude of the transition
challenge. Thisisevident from the
fact that we aresubstantially reliant
on coaland oil thataccount for53%
and 20%, respectively, of commer-
cial primary energy consumed by
the country.

The multitude of objectives,
hence, brings forth the need foran
integrated planningapproach at an
unprecedentedlevel. Forexample,
the recent power shortages that
have been partly precipitated by an
imbalanced growth in renewables
capacity over the last decade

i
Anil Kumar
Jain

reflect the need forbetter resource
planning, both at the Centre and
state-level. To improve supply ade-
quacy, diversity metrics can be
used while formulating policies.
The country’'s energy basket
requires a larger presence of
renewable, gas, hydroand nuclear-
based capacities. Currently, they
stand at modest levelsat 25% ofthe
total generation. This approach
can be applied to feedstock sup-
pliesaswell. For example, naphtha
and petcoke used in the petro-
chemical and iron and steel indus-
try account forasignificant 5% and
8.5% of the country’s oil basket,
respectively.

Hence,a keyaspect of the climate
imperative narrative in the coun-
try's approach to fuel/ feedstock
switching, is of stepping down on
coal and oil, and stepping up on low
carbon fuels like natural gas, car-
bon free sources like hydel, solar
and nuclear.

Let us now look at theapproach
to two key fuel sources —coal and
gas.

Coal: The challenge in weaning
away from coal for power genera-
tion (accounts for 75% generation,

50% carbon emission) liesin devel-
opinground-the-clock (RTC) alter-
nate supplies at affordable prices.
Whilesolar tariffsare competitive,
for the short to medium term, the
complementing low-carbon capac-
ities for RTC suppliesare currently
expensive (battery), or risk laden
(hydel resources). The supply secu-
rity in meeting the rising demand is
equally important. For example,
owing to water bodies going dry,
Canada, which was dependent
largely on its vast hydel resources,
isnow buying fossil fuel-fired elec-
tricity from across the border.

The challenge on the demand
side is equally of a tall order: it is
fraught with the political predica-
ment ofraising electricity tariffsto
align withsupply costs,

This calls for a larger policy
framework involving electricity
sector reforms to reduce appetite
forcoal. To improve fuel diversity
in an ‘organic’ manner, the risk
modelsused by lenders to appraise
projects are currently biased
towards coal projects, needs to be
reviewed. For example, according
toastudy, in Europe, the loan loss-
provisioning for low carbon sectors

istwice that for big emitters.

This approach will also facilitate
fasteradoption of newer technolo-
giestoreduce emissions in hard-to-
abate sectors like cement and steel
that use coal orthe petrochemical
sector which uses naphtha as a
feedstock.

Natural gas: As a developing
country on its journey to ‘Viksit
Bharat'by 2047, Just’ transition is

The country's energy
basket requires a larger
presence of renewable,
gas, hydro and nuclear-
based capacities

animportant aspect of government
policy, one that enablesreasonable
pricing and availability of mass con-
sumption products. Natural gas
eminently fulfils this role. In the
case of the transport sector, which
contributes 12% of the country’s
carbon emissions, CNG and LNG
offera‘soft landing’ since currently,
Green Hydrogen is expensive,
while EVs suffer from lack of ade-

quate charging infrastructure. In
the agriculture sector, Nitrogen is
the most consumed nutrient. No
doubt, its production largely relies
onthe use of Natural Gas, However,
a shift to a cleaner option, namely
Green Ammonia, is expensive. In
the case of cooking gas, piped natu-
ral gasisacheaper option than the
dominant supply of LPG (without
subsidy) in the country.

These are some of the reasons
why the government iscommitted
to increasingthe use of natural gas
from the current primary energy
levels of 7% to 15% by 2030. The
challengesin this pursuit are signif-
icant and require policy interven-
tions at variouslevels. In the case of
City Gas Distribution (CGD), a key
hurdle lies at the municipal level,
where the cost ofaccess to lay pipe-
line isexorbitant thanksto munici-
pallevies.Secondly, toimprove the
viability of gas visa viscoal inelec-
tricity, regulatory reforms are
required to bring forth the real cost
of electricity that consumers ought
to pay. For example, the coal sup-
plies to power do not reflect the
cost of environmental rehabilita-
tion and repurposing of ‘End-of-

Life’ mines and are sold at prices
fixed in 2018.

Central to the Viksit Bharat nar-
rative is the imperative to meet the
energy demand thatisexpected to
rise significantly, since India’s per
capitaenergyiscurrently ata third
ofthe world average. Withthe ris-
ing need for climate action and the
limitations posed by the fastest
growing Renewablessources, that
of supplies dependent on the sun
shining and the wind blowing,
nuclear power offers immense
potential. This needs to be har-
nessed, from both ‘baseload’ supply
security aswell as competitiveness
perspectives.

India’s global engagement on
carbon, especially at the United
Nations-led COP conferences, has
ensured that the principle of Com-
mon But Differentiated Responsi-
bilities and Respective Capabilities
(CBDR-RC) has prevailed. Thus,
our low-emission strategies must
provide foradifferential approach
to our energy mix through policy
incentives in keeping with our
social-economic obligations. As
muchasthat, policies must evolve
torecognise the variousaspects of

technology and itsahility todisrupt.
For example, repurposing coal to
produce petrochemicals or the
decliningcost of scrubbing carbon
from the air.

In short, the challenges are
evolving, and opportunities even
more so. These need to be seized to
implement the country’s priorities
through an integrated energy pol-
icy.

One approach to formulating
such a policy, adynamicone, would
be through the outreach and syn-
thesis efforts of an institution like
NITIAayog. This would address the
gamutofclimate issues such as cali-
bration of fossil vis-a-visclean fuels
fromataxation standpoint, pricing
of mass consumption proclucts, the
development of carbon markets,
addressing‘Just’ transition impera-
tives, etc. This will also efficiently
facilitate medium-to-long term
energy transition wherein stake-
holders are able to smoothly play
their part in a synergistic manner
with measurable outcomes
inevery sector.

Anil Kwmar Jain is chairman,
Petrolewm and Natural Gas Regula-
tory Board.
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Decentralized, green electricity networks
will require a workforce with new skills

ven as India

aims to be a

developed

nation by

2047, it has
set itself an ambitious
target ofnet zero emis-
sions by 2070, reflect-
ing its commitment to
undertake serious yet
measured climate action. As we go for-
ward, the twin goals need to shape our
economic policiesinamanner that transi-
tion must be fairand equitable toall stake-
holders, with a ‘leave-no-one-behind”
approach. The policies also need to accel-
eratethepace atwhich fossil fuel isbeing
substituted by non-greenhouse-gas-
emitting sources.

The key challenge inthese endeavours
istotransform the electricitysector from
beingakey pollutertoanetzero emitter.
Currently, electricity generation
accounts for 70% of coal use, while coal-
based electricity constitutes 75% of total
generationin the country.

Replacing coal-based electricity and
meeting the growing demand will require
a considerable volume of renewable
capacity, which, in tum, has implications.

Let us begin with the case of solar
power generation. While the cost of pho-
tovoltaic cells has come down dramati-
cally, electricity generation is limited to
the period when the sun shines. Ina year,
this works out to around 18-20% utiliza-
tion of the panels, compared to 80% fora
coal-fired plant. Thus, atanasset creation
level, a IMW coal power plant is equiva-
lent to 4MW solar panel capacity.

Hence, the initial investment required
is greater, as much as four to five times
that required for a coal-based plant. This
brings forth asignificant challenge—that
ofgarnering long-term climate financeat
alow interest rate, Industrialized coun-
tries must provide this, and Indian policy-
makersmuchaggressively engage in this
direction.

A just way to mobilize funds from the
Global Northis to puta small annual park-
ingfeeof,say,$1 pertonne of carbondiox-
ide parked in the global atmosphere by
each country from 1990 onwards, the year
when preparations for the Rio Earth Sum-
mitstarted and greater global awareness
ontheperilsof climate change emerged.
Thisapproachrecognizesthe fact thatthe
stockof greenhouse gases (GHGs)iscaus-
ingwarmingin greater dimensions than
annual emissions.

Another key challenge with augment-
ingsolar capacity is thatof land availabil-
ity on the scale required to meet the
demand. No doubt, rising cell efficiency
will reduce land needs. For example, an
efficiency of 30% compared to current
levels of 20% will reduce land needs by
30%. Appropriate policy incentives for
rooftop installations in domestic and
industrial establishments, roadsideareas
and on water bodies, too, will help reduce
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land needs.

Apart from high upfront investment,
renewable generation sources also suffer
from their inability to be available at all
times of the day. No doubt, the intermit-
tence insolargenerationislower thanin
the caseof wind power, which isfarmore
erratic and less predictable. However, that
still leaves the challenge of providing reli-
able, continuous supplies to consumers.

Thebalancing optionsinclude battery
energy storage systems (BESS), pumped
hydroplants, particularly off-river plants,
flexible operations of coal and nuclear
plants and importing power from our
neighbours, namely, Nepal and Bhutan,
which have large hydro capacity. Battery
storage is expensive, though lithiumion-
based batteries are getting cheaper.

Energy labelling has been
implemented successfully
in India, helping consumers
make informed choices
while purchasing products.

This throws light on the emerging
energy security horizon ata geopolitical
level—imports of lithium will rise, while
that of oil from the Middle East will
decline. Given Chinaisa dominantowner
of lithium reserves across the globe, a
large dependency on lithium may raise
concernsabout energy security and may
notbe acceptable to India.

Meanwhile, hydel resources have their
challenges, too—the availability of elec-
tricity from hydro plants depending on
the flow of the river.

Growing ournuclear powergeneration
capacity will help meet the twin objec-
tivesof moving away from fossil fuelsand
meeting the rising electricity demand.
However, our experience with nuclear
plantshasbeen that they are seldom com-

pleted within theallocated cost and time
estimates.

Policy measures are required to intro-
duce greater managerial efficiency for
timely delivery of these projects.

The net zero power challenge can be
approached from the other end of the
pipeaswell, namely, carbon captureand
energy efficiency.

Carbon capture use storage (CCUS) is
currently expensive and, besides, there
arelimited options forits use. The storage
capacity of CO2 is estimated to be quite
small aswell.

Energy efficiency, on the other hand,
hasbeensuccessfullyimplemented inthe
Indian context. Energy labelling has
helped consumers make informed choices
while purchasing products, For the busi-
ness-to-businesssegment, industrieshave
an opportunity to produce energy-effi-
cientequipment thatis globally competi-
tive. However, by and large, these gains are
incremental innature, given the country’s
energy needs to grow economically to
meet its human development goals and
the large and growingaspirational class.

At an economy level, going beyond
electricity, the net zero challenge will
require oil and gas supplies to be substi-
tuted as well with non-polluting options.
The popular emerging choices are elec-
tricityand green hydrogen.

Electric vehicles cansignificantly cur-
tail the consumption of petroleum prod-
ucts. However, for heavy-duty trucks,
shipping and airplanes, use of electricity
is not practical as the range required will
call for ‘onboarding’ of large battery
capacity, which is not exactly feasible.
Meanwhile, theshiftof two-wheelersand
three-wheelersand carstoelectricity will
increase the demand for electricity and
put pressure on the electricity systems to
deliver efficiently.

Green hydrogen requires green elec-
tricity, or electricity sourced fromrenew-
able sources by splitting water. Currently,
the costs are very high. Yet, for some of
the hard-te-abate CO2 emissionssectors
like steel, it currently seemsto be almost
the onlyalternative. Inthe medium term,
itislikely to remain only as a niche option.

As a robust energy system evolves,
especially involving decentralized elec-
tricity networks, operating them will
require aworkforce with new skills. This
will require capacity building, both at the
Centre and state levels. While policies
have been formulated, theyneed tobe fol-
lowed up on to ensure efficient and fast-
paced implementation. Further, thebud-
get should remove distortions in the
energy market, bring petroleum products
under the goods and services tax, elimi-
natedual pricing of natural gas and usher
in market-determined prices, andincen-
tivize states to replace power subsidies
withdirect money transfers.

Kirit Parikh is chairman, Integrated
Research and Action for Development
(IRADe).
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OVL-Oil India
team eyes oil
in offshore
Bangladesh

Rituraj Baruah
ﬁajr_aj.'bgr?a-h@livemint.mm
NEW DELHI

consortiumof state-run
A ONGC Videsh Ltd and

Oil India Ltd isexpected
tobid for offshore hydrocarbon
blocks in Bangladesh, amid
India’s efforts to reduce its
dependence on a few oil-ex-
porting countries forthe fuel.

Bangladesh government-
owned PetroBangla in March
floated a tender inviting bids
for the exploration of 24 off-
shore blocks, including 15
deep-sea and nine shallow-sea
blocks. Bidsare to be submitted
by 9 September..

“A consortium of OVL and
Oil India, which already has
operations in Bangladesh, is
likely to bid in the tender cur-
rently open for offshore blocks
in the country,” said a person
aware of the developments,

An executive with one of
these two oil companies said
the blocks on offer have to be
evaluated before a final deci-
sionismade. “Thebids need to
be submitted by September, so
there isconsiderable timefora
concrete decision on this.”

Russia’sinvasion of Ukraine
and the resultant energy mar-
ket volatility have left Indian

TURN TO PAGE 6
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OVL-Oil India team eyes oil
in offshore Bangladesh

FROM PAGE1

oil-producing companies
scouting for long-term con-
tracts and stakes in assets
across regions to reduce
dependence on afew nations.

India imports about 85% of
its annual energy require-
ments. In 2023-24, India
imported 232.5 million tonnes
of crude.

ONGC Videsh, the overseas
arm of state-run Oil and Natu-
ral Gas Corp. Ltd, and Oil India
are already involved in the
exploration of two blocks in
Bangladesh.

The two companies did not
reply to queries on their plans
for bidding in the new blocks
onoffer.

PetroBangla’s tender docu-
ment seeking bids for the off-
shore hydrocarbon blocks
specifiesthat the bidders must
havedaily offshore production
ofatleast 15,000 barrels of oil,
or 150 mmsef (millionstandard
cubicfeet)of gas, asan operator
to quality. In the case of a con-
sortium, at leastone of the enti-
ties must meet that require-
ment.

PetroBangla added that the
biddersmustbeinvolved inthe
exploration and production of
at least one global oil and gas
project.

ONGC Videsh qualifies on
both terms.

In 2023-24, OVL's oil pro-
duction stood at 7.178 million
tonnes, as per itsannual results,
That translates to about 52.61
million barrels, or about
144,150 barrels per day.

Besides, as of 2022-23,
ONGC Videsh had investments
worth $20.86 billion in 13 oil-
and-gas-producing  assets
across the globe, including in
Russia, Vietnam, Venezuela,
Colombia, and Abu Dhabi, per
itsannual report. It had another
$487.57 million worth of

31March 2023 was spread across seven countries.

cumulative investments in 14
exploratory assets across
Colombia, Brazil, Libya, Iraq,
Vietnam, Bangladesh and
Myanmar.

Oil India’soverseasexplora-
tion and production portfolio
as on 31 March, 2023 was
spread across seven coun-
tries—four producingassets in
Russia and Venezuela, twodis-
covered and development
assetsin Mozam-

REUTERS

Petroleum Exploration and
Production Co. Ltd (Bapex)
signed a production-sharing
contract on 17 February 2014.
ONGC Videshis the operator
ofthe blockwitha45% partici-
patoryinterest, while Oil India
and Bapex hold 45% and 10%
participatory interest, respec-

tively.
Similarly, ONGC Videsh is
the operator in Bangladesh’s
Block 8S-04,, with

bique and PetroBanglasaid a 45% participa-
Nigeria, and four  pijdders mustbe  toryinterest.
exploratoryassets  jnyolved in the Bangladesh has
in Libya, Gabon, exploration and oil reserves of
and Bangladesh. . about 82 million
- production of at

In2023-24, Oil lezst bal barrels. The coun-
India produced EASLOflc: glo a try'smovetooffer
3.359 million ton- oil & gas project 2. offshoreblocks
nes of oil, which comes amid

translates to

about24.62 millionbarrels, or

67 A56barrels perday. Its pro-
duction last financial year was
5.76% higherthanin2022-23.

Alongwith OilIndia, ONGC
Videshisinvolved in the explo-
ration of two blocks in Bangla-
desh.

Block $S-09was awarded to
a consortium of OVL and Oil
Indiain 2012. The Bangladesh
government, PetroBangla, and
aconsortiumof ONGC Videsh,
Oil India and Bangladesh

expectations that
itsgasreserveswill be depleted
by 2033 if no new majordiscov-
eries are made.

On 16 July, Bangladesh
daily The Daily Star cited data
from PetroBangla that of the
country'soriginal reserve of 28
trillion cubic feet (Tcf) of natu-
ral gas, about 18 Tcf of gas had
been consumed, leavingon 10
Tefof natural gas.

PetroBangla estimates
another1 Tefof gasin the possi-
ble reserve category.
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Divestment Halt

ndia’s approach to managing its state-owned enterpris-

es has taken a notable turn. For years, the govemment's

strategy was characterised by aggressive privatisation, |
aiming to offload large segments ofits more than Rs 50 lakh
crore state sector. However, the plan has encountered sig-
nificant hurdles, prompting a strategic pivot. The new focus |
is on enhancing the value and profitability of these enter-
prises rather than selling them off. This shift not only
reflects a pragmatic response to current political and eco-
nomic realities but also signals a longer-term vision for sus-
tainable growth and development. The initial privatisation
drive, announced in 2021, was ambitious but faced con-
siderable resistance, culminating in limited success. The
sale of debt-ridden Air India was a notable achievement, yet
many other planned sales were either rolled back or stalled.
Political dynamics, especially Prime Minister Narendra
Modi's numbers in Parliament, have further complicated
these efforts. In the face of these challenges, the govern-
ment is now emphasising unlocking value and improving
performance within these public sector enterprises (PSUs).
Central to the new strategy is a comprehensive overhaul of
more than 200 state-run firms. This includes selling large
parcels of underutilised land and monetizing other assets to
raise substantial funds. The government aims to reinvest
these funds into the companies, setting five-year perform-
ance and production targets rather than short-term goals.
This approach not only fosters long-term stability but also
aims to enhance the intrinsic value of these enterprises.
One of the critical aspects of this shift is the introduction of
succession planning and professional development within
these companies. The government plans to train 230,000
managers for senior roles, aiming to professionalise man-
agement and improve corporate governance. By fostering a
culture of high performance and accountability, the gov-
ernment hopes to make these companies more competitive
and profitable. The market's response to these reforms has
been notably positive. The valuation of state-run firms has
surged, reflecting investor confidence in the government's
new approach. However, some analysts caution that the
current valuations may be overly optimistic, requiring sub-
stantial operational and financial turnarounds to justify.
Nonetheless, the government's focus on enhancing the
intrinsic value and profitability of these enterprises appears
well-founded. Higher dividends from state-owned firms
are also expected, with projections surpassing earlier esti-
mates. This not only provides a significant revenue stream
for the govemment but also aligns with its goal of maximis-
ing returns from its investments. The plan to sell minority
stakes while maintaining majority control further under-
scores this strategic intent, allowing the govemment to ben-
efit from booming market valuations without relinguishing
control. This strategic pivot from privatisation to enhancing
PSUs represents a nuanced approach to economic man-
agement. It acknowledges the limitations and challenges
of outright privatisation while leveraging the potential for
value creation within the state sector. By focusing on long-
term performance, professional management, and strategic
asset monetisation, the government aims to transform
these enterprises into robust contributors to India's eco-
nomic growth.
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