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Editorial  

We came out with the analysis of the Interim Budget in February this year and were left feeling short-changed. The 

UPA Government had limited visibility about whom will the helm rest with, in a few months time, the Economy was 

tumbling down the hill faster than Jill did during our kindergarten days and the Left was doing what it does best ς huff 

and puff about everything that the UPA was concerned about. So, it was in a way understandable that Mr. Mukherjee 

wanted to play safe and get the Budget done with ς just for its own sake. The end result was that two hours of pricking 

ǳǇ ȅƻǳǊ ŜŀǊǎ ŘƛŘƴΩǘ ǎŜŜ ǿƻǊŘǎ ƭƛƪŜ άƛƴŦǊŀǎǘǊǳŎǘǳǊŜέ ŀƴŘ άǘŀȄŀǘƛƻƴέ ōŜƛƴƎ ǘƻǳŎƘŜŘ ǳǇƻƴΦ ¢Ƙŀǘ ǿŀǎ ǎŀŘΦ 

But now, things have changed. A brand new Government is confidently steering the helm, markets are again on an 

upward climb, and general public sentiment is gung-ho. We now expect the same man to come up with a 

comprehensive treatment of all major sectors like infrastructure, education, direct and indirect taxes, automobiles and 

Pharma when he goes live in front of the nation on July 6th, 2009. Industry expectations are high: steel firms are 

seeking duty on import of cheap steel (swipe at our fire-breathing neighbor), banks are expecting tax reliefs on 

infrastructure lending, the fertilizer industry is seeking a 15 year tax holiday to attract investment into the sluggish 

sector, Pharma companies are looking for tax benefits on innovations in R&D, the CII is pushing for the tax benefits 

that the public sector banks enjoyed when they merged to be extended to private sector banks and auto companies 

are expecting sops, easier credit availability and duty cutǎΦ ¢ƘŜ ǎǘƻǊƳ Ƙŀǎ Ŧƛƴŀƭƭȅ ǎǳōǎƛŘŜŘΦ LǘΩǎ ƴƻǿ ǘƛƳŜ ǘƻ Ǉǳƭƭ ǳǇ 

those anchors, hoist the sails and charge full speed ahead. The economy is now waiting for the adrenaline shot to 

ŎƻƳŜ ŀƴŘ ǿŜ ƘƻǇŜ ǘƘŜ DƻǾŜǊƴƳŜƴǘ ƭƛǾŜǎ ǳǇ ǘƻ ƛǘǎ ŜȄǇŜŎǘŀǘƛƻƴǎΦ [ŜǘΩǎ ƪŜŜǇ ƻǳǊ ŦƛƴƎŜrs crossed. Wait and watch this 

space! 
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The Finest Residential B ï School 
 

SCMHRD was established in 1993. Ever since its inception, SCMHRD has strived to bring Indian ethos, 
Management concepts and technological advances together in an effort to redefine the management paradigm in 

the new age. 

 

SCMHRD has successfully pioneered the implementation of Kaizen on campus. The practice helps in 
keeping the campus clean and gives the students a feeling of ownership, inculcating in them a feeling of 

belonging and camaraderie. The SCMHRD culture provides the students an environment that allows them to 

think and reflect, to explore and express. 

 
VISION  

To become the Centre of Excellence for Global leadership and learning, the standards of which others are 

measured by. 
 

MISSION 
To create leaders and entrepreneurs of tomorrow, their dedication to excellence, absolute. 

 

 

About SCMHRD  
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Economy at a glance  

 GDP GROWTH 

India's economy grew at 6.7 percent in fiscal 2008-09, 

the slowest pace in six years and much below the 

previous year's 9.0 percent, as the global slowdown 

cut back demand and hurt key sectors. The real GDP 

growth of India was 5.8 per cent during the first 

quarter as against 8.6% growth in the same quarter 

previous year. This growth was led by government 

spending, which rose 12.5% from a year earlier. 

Financial services and real estate climbed 9.5%. 

Construction activity rose 6.8% although the 

manufacturing sector continued to lag behind -- 

falling 1.4% from the previous year -- amid declining 

overseas demand.  

In April 2009 growth rate in the core sector of 

infrastructure doubled to 4.3 percent, against 2.3% in 

the same month last year when the economy was 

booming. The output of cement in April went up by 

11.7% compared to 6.9% in the same month last year. 

Steel grew by 1.6 percent against a decline of 0.6 % in 

April last year. Coal production grew at an impressive 

13.2 percent compared to 10.4 % in the 

corresponding period last year. So was the case with 

electricity generation which jumped up by 6% in April 

against 1.4 % in the same month, last year.  

INFLATION 

Inflation, measured by variations in the wholesale 

price index (WPI) on a year-on-year basis, continued 

to be in negative territory mainly because of higher 

base in the last year. For the week ended on 13th 

June the inflation rate rose slightly but remained 

within the negative zone to minus 1.14 percent 

compared with minus 1.61 percent for previous week.  

INTEREST RATES 

Since mid-September 2008, the RBI has reduced 

the repo rate six times from 9 per cent to 4.75 per 

cent, reduced the reverse repo rate four times 

from 6 per cent to 3.25 per cent, the cash reserve 

ratio (CRR) four times from 9 per cent to 5 per 

cent of net demand and time liabilities (deposits) 

and the statutory liquidity ratio (SLR) from 25.0 

per cent to 24 per cent of deposits. The continued 

fall in inflation and reduced economic activities 

has forced RBI to take drastic measures and 

further cut in interest will solely depend on state 

of economy and passing off of interest rates 

benefit to consumers by Banks. 

INDEX OF INDUSTRIAL PRODUCTION 

After posting series of negative growth, the Index 

of Industrial Production (IIP) number for April 

rose to 1.4% as compared to -0.7% in March. 

The manufacturing output for April rose by 0.7% 

while the mining output went up 3.8% compared 

to 6.1% in April 2008 (Y-o-Y).   

!ǇǊƛƭΩǎ ŦƛƎǳǊŜǎ ŦƻǊ ŜƭŜŎǘǊƛŎƛǘȅ ƎŜƴŜǊŀǘƛƻƴΣ ōŀǎƛŎ 

goods output, intermediate goods and consumer 

durable goods output were all positive and have 

gone up to 7.1%, 4.6%, 7.1% and 16.9% (Y-o-Y) 

respectively. 

However, consumer non-durable output 

contracted by 10.4% as compared to 10 % growth 

in the same month, a year ago. Whereas, capital 

goods production declined by 1.3 per cent against 

growth of 12.4 per cent last year. 

As many as 11 out of 17 industry groups showed 

a positive growth.  

The index of industrial production (IIP) rose by 4.9 
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Agriculture  

 INDUSTRY OVERVIEW  

 Agriculture is the dominant sector of Indian 

economy, which determines the growth and 

sustainability. About 65% of the population still relies 

on agriculture for employment and livelihood. 

India is yet to emerge as significant trade partner in 

the world agriculture market. India holds around 1% 

of the global trade-in agri commodities. With the 

ongoing trade negotiations under the WTO, Indian 

Agriculture needs to reorient its outlook and enhance 

competitiveness to sustain growth from a demand 

side. 

INTERIM BUDGET 2009-2010 ANNOUNCEMENTS 

¶ As expected subsidies were announced for food 

and fertilizers. Major subsidies including food, 

fertilizer and petroleum estimated at Rs 95,579 

crore.2008-09.  

¶ The Budget was high on policies and reforms 

pertaining to the rural sector keeping in line with 

ǘƘŜ ǊǳƭƛƴƎ ǇŀǊǘȅΩǎ ŀƎŜƴŘŀ ƻŦ ά!ŀƳ !ŀŘƳƛέ ǿƛǘƘ 

several new Rural Projects being announced and 

the existing ones extended. 

¶ Increase in Minimum Support Prices of Paddy and 

Wheat did get a distinctive mention in the 

achievements list of the UPA Government in the 

Interim Budget Speech by the acting Finance 

Minister. The Minimum Support Price as per the 

claims had moved from Rs 550 per quintal in 

2003- 04 to Rs 900 per quintal for the year 2008- 

09 for Paddy and increased from Rs 630 in 2003-

04 to Rs 1080 per quintal for wheat in 2008-09.  

 

¶ A significant announcement was Rs.8,000 

crore allocated for Mid-day Meals Scheme for 

the year 2009-10  

¶ To The proposed allocation of Rs 11,842 crore 

for the year 2009-10 under the Jawaharlal 

Nehru National Urban Renewal Mission 

(JNNURM). 

  

IMPACT 

Strengthening agriculture planning with schemes 

like Rashtriya Krishi Vikas Yojna launched in 2007-

08 with an influx of 25,000 Crore would increase 

the growth rate of Agricultural Sector.  

 

EXPECTATIONS FROM UNION BUDGET 2009-

2010 

¶ Subsidy for Fertilizers: Government is 

expected to reform subsidy payment system 

so that timely payment of subsidy should 

reduce working capital requirement for the 

fertilizer companies. They might provide 

fertilizer subsidies through cash rather than 

bonds or alternatively give SLR status to 

subsidy bonds making them tradable at par 

with other securities.  

¶ Incentives for agriculture development might 

be provided - by way of capital support or 

interest subvention for farm mechanization, 

drip irrigation and improved irrigation 

schemes. 
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Agriculture  

 

¶ Encouragement might given in the form of either 

budgetary allocation or tax benefit might given to 

agriculture related services like soil testing, 

pesticide services and farm equipments that 

directly impact farm productivity. 
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Automobile  

INDUSTRY OVERVIEW  

The Indian auto industry has been experiencing a 

bumpy ride and the global recessionary wave has hit 

the industry hard. According to the latest data 

released by Society of Indian Automobile 

Manufacturers, domestic car sales declined by 3.2 

%,two-wheeler sales declined by 3.9 % and 

commercial vehicle sales decreased by 51 % in 

January 2009. The government announced a fresh 

stimulus to reverse the economic slowdown in 

January 2009 , taking its total revenue loss to 

Rs40,000-crore and the RBI has slashed key policy 

rates to pump in an additional 20000 crore Rs into the 

economy. Major automakers have welcomed the 

stimulus package and expect such stimuli to continue. 

Overall, the outlook looks gloomy. Let us have a look 

at the impact of the earlier budget on the sector and 

the expected changes in the forthcoming budget. 

 

UNION BUDGET 2008-2009 ANNOUNCEMENTS 

¶ Cut in excise duty on buses and chassis from 16% 

to 12%. 

¶ Cut in excise duty on small cars from 16% to 12%  

¶ Cut in excise duty on hybrid cars from 24% to 14% 

¶ Cut in excise duty on two and three wheelers 

from 24% to 16%. 

¶ No changes in peak rate of customs duty 

¶ General CENVAT on all goods reduced from 16% 

to 14%. 

 

IMPACT 

The Union Budget 2008-09 proved to be a delight 

for the auto industry. Leading manufacturers 

Hyundai Motor India and General Motors slashed 

prices by up to Rs.16,000 to pass on benefits of 

the excise duty cut. However, despite the initial 

cheer in the auto industry after the 

announcement of the budget, there was a drastic 

fall in the sales of all major automakers due to 

the global recession. Cars segment saw sales of 

76,221 for the half yearly as against 82,780 last 

year, decline of 7.9%.Though the domestic 

market sales grew marginally by 3.5 %, the 

exports saw a slump of 20.2%. The only cheer in 

passenger car segment was the sales of [/±Ωǎ ŀƴŘ 

¦±ΩǎΣ ǿƘƛŎƘ ǎŀǿ ŀ ȅŜŀǊ ƻƴ ȅŜŀǊ ƎǊƻǿǘƘ ƻŦ нл ŀƴŘ 

10.1% respectively 

 

 

Sales performance for half yearly 2008-09 

Segment YTD 

2009 

YTD 

2008 

% yoy chg 

M&HCVs 68,796 68,764 0.0 

LCVs 76,944 64,095 20.0 

UVs 21,684 19,697 10.1 

Cars 76,221 82,780 -7.9 

Total 

domestic 

243,645 235,336 3.5 

Total 

exports 

22,040 27,602 -20.2 

Total 

sales 

265,685 262,938 1.0 
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Automobile  

EXPECTATIONS FROM UNION BUDGET 2009-2010 

 

¶ No reduction in Custom Duty  

With duty in India ranging between 7.5% and 

10%, one of the lowest as compared to the 

whole of Asean and China, the Indian auto 

component industry hopes not to see any 

further reduction in the customs duty, as it 

would add to the already robust import of 

components from China.  

¶ Exemption from CST 

Motor vehicles should be treated as capital 

goods for service providers for the purpose of 

obtaining central VATA credit. An appropriate 

method should be introduced for exempting 

from CST the capital goods that are used in 

making products for exports. 

¶ Increase in Excise 

We expect a roll back of excise cut benefit in 

the budget. The excise rate is expected to 

increase by 2%, and this is expected to be 

passed on from the companies to the 

consumers.  

¶ Creation of auto- component parks 

We expect the creation of auto-component 

parks, where there will be specific indirect 

and direct tax benefits, leading to significant 

reduction in manufacturing costs.  

¶ Action will be taken to decrease interest 

rates 

We expect that certain steps will be taken to 

ensure decrease in interest rates, as this is 

hurting the sales growth in the auto- industry.  
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Banking  

INDUSTRY OVERVIEW 

The last decade has seen many positive developments 

in the Indian banking sector. 

After the reformative measures of 1991, this industry 

has been undergoing major changes. Indian banks 

have compared favourably on growth, asset quality 

and profitability with other regional banks over the 

last few years. The banking index has grown at a 

compounded annual rate of over 51 per cent since 

April 2001 as compared to a 27 per cent growth in the 

market index for the same period. The global 

meltdown is expected to have a serious impact on the 

Indian Banking sector. Owing to the slowdown and 

deteriorating assets, banks have been treading 

cautiously. 

As per RBI PSU banks in India will require an amount 

of Rs 2980 billion of additional capital to maintain a 

CRAR of 12 per cent by March 2010. Basel II 

implementation will attract a huge investment. By 

concentrating on high profit areas like trade finance, 

institutional banking, corporate and investment 

banking, foreign banks have proved that they are 

more profitable than their counterpart domestic 

banks.  

Domestic PSU banks are least active in FDI and FII 

areas and foreign banks are attracting huge foreign 

investment coming to India. Post 2009 entry of new 

foreign bank will further reduce the slice of such 

investment for domestic bank.  

As per the required standards, capital will be the main 

need of the banking sector. Bank need to grow in size 

of global standard, need to have robust risk  

 

management practices, advanced technology, 

skilled manpower and very sound marketing 

practices. The domestic banks will need a lot of 

human capital to handle the risk of a business.  

Finance minister while presenting interim budget 

2009 refrained from announcing any major 

changes in the prevailing policies and did not 

announce any major sector specific sop. The 

ŀƴƴƻǳƴŎŜƳŜƴǘǎ ŦƻǊ ōŀƴƪƛƴƎ ǎŜŎǘƻǊ ǿŜǊŜƴΩǘ 

different and there were not any major direct 

announcements for the sector. Hence 

expectations for the current budget would mainly 

be based on the announcements of the 2008-

2009 union budget.  

UNION BUDGET 2008-2009 ANNOUNCEMENTS 

¶ Initial provision of Rs 1,600 crore made for 

interest subvention in 2008-09.  

¶ PSU banks and regional rural banks (RRBs) to 

offer debt waiver on all agricultural loans 

disbursed upto March 2007 and due until the 

end of December 2007.  

¶ Complete debt waiver on all loans given to 

small and marginal farmers. The banks will 

also launch one time settlement (OTS) 

scheme in respect of other farmers for all 

loans that were overdue on December 31, 

2007 and which remained unpaid until 

February 29, 2008. Rebate of 25 per cent 

against payment of the balance of 75 per cent 

under OTS. The total value of relief to be 

offered to farmers is estimated at Rs 60,000 

crore.  
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Banking  

¶ The government had advised PSU banks and RRBs 

to add at least 250 rural household accounts 

every year at each of their rural and semi-urban 

branches. Public sector banks have been asked to 

include Indira Awas Yojana (IAY) houses under the 

differential rate of interest (DRI) scheme and lend 

up to Rs 20,000 per unit at an interest rate of 4 

per cent.  

¶  Small and marginal farmers were relieved of all 

farm loans, disbursed till March 2007 and also all 

loans, which are due till December 2007 and was 

unpaid till February 2008. These farm loan 

waivers would be facilitated by all the concerned 

Public Sector Banks and Regional Rural Banks of 

India. A total of Rs 60,000 crores would be 

waived-off under such scheme. The settlement of 

these loan-waivers will be offered through special 

type of scheme. Further, the Public Sector Banks 

and Regional Rural Banks of India were also 

suggested, to bring within their fold, a minimum 

of 250 rural household accounts at every branch 

every year.  

¶ The Indira Awas Yojana was brought under the 

ambit of Public Sector Banks. Loan limit up to Rs 

20,000 per unit at 4% interest was fixed under 

differential rate of interest (DRI) scheme. The 

Finance Minister also advised the Indian PSU 

Banks to open 288 branches in minority districts 

of India. Further, he also asked the Indian banking 

industry to embrace total financial inclusion. 

¶ The inclusion of the Indira Awas Yojana houses 

under the differential rate of interest scheme and 

at 4% interest will increase the proportion of sub-

PLR lending for the concerned banks.  

¶  

INTERIM BUDGET 2009 ANNOUNCEMENTS 

¶ Government decided to recapitalize the 

public sector banks over the next two years 

to enable them to maintain Capital to Risk 

Weighted Assets Ratio (CRAR) of 12 per cent. 

¶ Government decided to merge 196 RRBs into 

85 RRBs under its amalgamation and 

recapitalization of Regional Rural Banks 

(RRBs) initiative, Government has contributed 

Rs.652 crore for capitalization of RRBs up to 

December 31, 2008. 

¶ India Infrastructure Finance Company Ltd. 

(IIFCL) is likely to refinance up to 60 per cent 

of commercial bank loans for PPP projects 

involving total investment of Rs 1,00,000 

crore in infrastructure over the next eighteen 

months. 

 

EXPECTATIONS FROM UNION BUDGET 2009-

2010 

¶ Help shape a superior industry structure in a 

ǇƘŀǎŜŘ ƳŀƴƴŜǊ ǘƘǊƻǳƎƘ άƳŀƴŀƎŜŘ 

ŎƻƴǎƻƭƛŘŀǘƛƻƴέ ŀƴŘ ōȅ ŜƴŀōƭƛƴƎ ŎŀǇƛǘŀƭ 

availability. This would create 3-4 global sized 

banks controlling 35-45 per cent of the 

market in India; 6-8  national banks 

controlling 20-25 per cent of the market; 4-6 

foreign banks with 15-20 per cent share in the 

market, and the rest being specialist players 

(geographical or product/ segment focused). 

¶ CƻŎǳǎ ǎǘǊƻƴƎƭȅ ƻƴ άǎƻŎƛŀƭ ŘŜǾŜƭƻǇƳŜƴǘέ ōȅ 

moving away from universal directed norms  
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Banking  

to an explicit incentive-driven framework by 

introducing credit guarantees and market 

subsidies to encourage leading public sector, 

private and foreign players to leverage 

technology to innovate and profitably provide 

banking services to lower income and rural 

markets. 

¶ Accelerate the creation of world class supporting 

infrastructure (e.g., payments, asset 

reconstruction companies (ARCs), credit bureaus, 

back-office utilities) to help the banking sector 

focus on core activities. 

¶ Enable labour reforms, focusing on enriching 

human capital, to help public sector and old 

private banks become competitive. 

¶ Hike in interest subvention on farm credit from 

2% to 3%.This would lower the interest rate 

offered by the banks , however, it would increase 

the demand for farm loans thereby boosting the 

credit. 

¶ wŜƳƻǾŀƭ ƻŦ мл҈ ǾƻǘƛƴƎ ŎŀǇ ƛƴ ŎŀǎŜ ƻŦ CLLΩǎΦ ¢Ƙƛǎ 

would have a positive impact on the small cap 

private players. 

¶ Rise in tax exemption on housing loan interest 

payment which would hence increase the 

demand for home loans. 

¶ Allowing power finance companies to float tax 

free bonds. This would be a major development 

ŀƴŘ ǿƻǳƭŘ ōŜƴŜŦƛǘ ǘƘŜ tC/Ωǎ ŀǎ ǿŜƭƭ ŀǎ ƛƳǇǊƻǾŜ 

the fund flow. 
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Cement  

 INDUSTRY OVERVIEW  

The Indian Cement industry is one of the important 

ones from the point of view of Infrastructure and its 

coupling to other industries like ς Housing, Transport 

etc makes for an interesting analysis. 

As per the market research report by RNCOS, in Dec 

2008, the leading contributors in the market are:  

Associated Cement Company Ltd. (ACC), Ambuja 

Cements Ltd., Grasim Industries Ltd., UltraTech 

Cement Ltd., The India Cements Ltd., J.K. Cement 

Limited, Binani Cement Limited etc. The Indian 

cement industry comprises of nearly 132 large plants 

and another 365 small plants. While the Cement 

Corporation of India, a central public sector 

undertaking, comprises 10 units; the various State 

governments own 10 large cement plants.  

 

The Indian cement industry, in terms of revenue, was 

worth Rs 54,000 crores in FY08. India is the second 

largest producer of cement in the world after China 

with an installed capacity of 206.46 million tonnes 

per annum. 

YEAR PRODUCTION 

(MIL Tonnes) 

YoY CHANGE 

(%)  

2004-05 131.55 6.6 

2005-06 147.8 12.3 

2006-07 161.31 9.1 

2007-08 174.31 8.1 

2008-09 190.14 9.08 

 

The sector, in the last ten years, has recorded a 

compound annual growth rate (CAGR) of 8%, with 

demand-supply position improving over the years 

Effective addition to the capacity in FY09 is 9 per 

cent and 28 per cent in FY10 considering demand 

growth of 8% in FY2009 and 7% in FY2010. 

wŜŀƭƛȊŀǘƛƻƴ ǿƻǳƭŘƴΩǘ ōŜ ǘƘŜ ǎŀƳŜ ƛƴ C¸нлмл ŀƴŘ ƛǎ 

expected to go down by 7-8%. The result of weak 

demand pick-up and surplus capacities is 

reflected in lower capacity utilization. In FY2008, 

capacity utilization stood at 96%, which in FY2009 

is expected to come down to 84% and then to 

80% in FY2010. The operating margins are 

expected to be flat to marginally positive. Though 

ǘƘŜ {ƻǳǘƘ ƘŀǎƴΩǘ ǎŜŜƴ ƳǳŎƘ ōȅ ǿŀȅ ƻŦ ŀ ǇǊƛŎŜ 

correction, it may soon be felt even there since 

the bulk of capacities (close to 40%) comes from 

this region.  

 

INDUSTRY GROWTH DRIVERS FOR FY 2009-10:  

Despite the gloomy outlook for the world 

economy, cement dispatches have witnessed 

impressive growth of 11.2% and 12.1% in 

November and December 2008 respectively over 

the same period last year.  

The Indian government has considered spending 

more than US$ 500 Billion on infrastructure in the 

11th Five Year Plan. This plan includes building 

road infrastructure which will require 75 Million 

Metric Tons of cement and power infrastructure 

that demands around 45 Million Metric Tons of 

cement. 
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Cement  

 EXPECTATIONS FROM UNION BUDGET 2009-2010 

¶ Indian cement companies are seeking a uniform 

and rational tax structure for all construction 

materials and a re-imposition of certain duties on 

imported cement in the forthcoming union 

budget. The Indian cement industry, has urged 

the Government to rationalise taxes on cement, 

which currently amounts to nearly 60% of ex-

factory prices. The industry has stated that this is 

necessary to sustain the 10% growth. Hence it is 

expected that a uniform excise duty will be 

imposed against the current MRP-based system. 

The industry is also expecting a withdrawal of 5% 

tax on coal and coke used by the industry 

besides withdrawal of 10% import duty on 

gypsum, another raw material used to produce 

cement.  

¶ The current rate of value-added tax (VAT) on 

cement, which is 12.5 percent, should be 

brought in line with other construction materials 

such as steel, which are taxed at 4 percent, 

industry chamber FICCI said in its pre-budget 

memorandum. It would help contain cement 

prices by at least 20 rupees per bag (50-kg). 

¶ Cement makers also want the government to 

bring back the duty on imported cement which 

was withdrawn last year.  

¶ Better regulation in the Transport industry - 

Following two rounds of fuel price cut--Rs 4 

for diesel and Rs 10 for petrol--by the 

government, steel and cement manufacturers 

have expressed concern that road 

transporters have not cut freight tariff. Steel 

and cement players claimed that they could 

not pass any benefit to customers unless 

transporters reduce prices. The cement 

industry transports approximately 60% of the 

commodity by road, and freight cost accounts 

for about 18-20% of the operating costs for 

them.  Hence the Cement industry has asked 

for a 50 per cent subsidy on freight on the 

logistics cost for cement. 

¶ Rail Budget ς Impact of Rail-Freight Rates ς 

Cement is a bulk commodity, and hence is a 

freight intensive industry. Also, cement 

movement by rail has increased over the 

years. A reduction in freight-rates can 

positively impact the cement transport 

through Railways and further increase the 

share of Railways in Cement Transport, 

thereby mutually helping Railways achieve an 

increased freight loading target. At the same 

time, any incentives on freight-booking and 

further Liberalisation of Traditional Empty 

Flow direction incentive scheme could be an 

advantage. 
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Education  

 INDUSTRY OVERVIEW  

While most of the sectors were left disappointed with 

no mention of them in the interim budget, the 

education sector did see some bright changes. 

¢ƘŜ CƛƴŀƴŎŜ aƛƴƛǎǘŜǊ ǉǳƻǘŜǎ ά[ƛǘŜǊŀŎȅ ƭŜǾŜƭǎ ŀǊŜ ŀ 

ƳŜŀǎǳǊŜ ƻŦ ŀ ƴŀǘƛƻƴΩǎ ŘŜƎǊŜŜ ƻŦ ŎƻƳƳƛǘƳŜƴǘ ǘƻ ǎƻŎƛŀƭ 

justice. A literate environment is essential for 

ensuring universal elementary education, reducing 

child mortality, curbing population growth, ensuring 

gender equality and acquiring essential livelihood 

ǎƪƛƭƭǎέ 

 

INTERIM BUDGET 2009 ANNOUNCEMENTS 

¶ The outlay on Higher Education has been 

increased 900% in the Eleventh Five Year Plan.  

¶ An Ordinance has been promulgated for 

establishing 15 Central Universities. 

¶ Six new Indian Institutes of Technology (IIT) have 

started functioning in Bihar, Andhra Pradesh, 

Rajasthan, Orissa, Punjab and Gujarat during 

2008-09. Two more IITs in Madhya Pradesh and 

Himachal Pradesh are expected to commence 

their academic sessions in 2009-10. 

¶ Teaching is expected to commence in four of the 

six new Indian Institutes of Management, 

proposed for the Eleventh Plan period, from the 

academic year 2009-10. These are in Haryana, 

Rajasthan, Jharkhand and Tamil Nadu. 

The UPA Government has revised the Educational 

Loan Scheme, as a result of which the number of loan 

accounts has increased by more than four times 

during the period March 31, 2004 to September 

30,2008 from 3.19 lakhs to 14.09 lakhs. The loan 

outstanding during this 

outstanding during this period has increased 

from Rs.4,500 crore as on March 31, 2004 to 

Rs.24,260 crore as on September 30, 2008. 

¶ 500 ITIs have been upgraded into centres of 

excellence.  

 

IMPACT 

¶ It is sad that while more emphasis has been 

laid on higher education, primary education 

remains neglected. More funds have been 

allotted to forming IITs and IIMs while there 

has been no mention of the allocation of 

funds to the rural education or free education 

scheme.  

¶ The National Skill Development Corporation 

created with the corpus of 1000 crores is 

likely to have a positive impact on the small 

scale industries as well as provide financial 

independence. 

²ƛǘƘ ǘƘŜ ŎƻƳƳŜƴŎŜƳŜƴǘ ƻŦ ƳƻǊŜ LLaΩǎ ŀƴŘ LL¢Ωǎ 

and the revision of educational loans the UPA 

government has made education both affordable 

and available. 

EXPECTATIONS FROM UNION BUDGET 2009-

2010 

¶ We expect an increase in allocation of funds 

to the Sarva Shiksha Abiyaan to 

approximately Rs 13000 crore  

¶ Total budget allocation to the education 

sector is expected to increase by 5-6 %, which 

attract more private participation. 
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Education  

¶ Top institutions like IITs and IIMs should assist in 

implementing the rural education schemes. 

¶ Education cess is predicted to continue at 2% and 

it must be spent only on education. 

¶ Integrated Child development Schemes should 

continue. 

¶ CǳƴŘǎ ǎƘƻǳƭŘ ōŜ ŀƭƭƻŎŀǘŜŘ ǘƻ άRight to free and 

ŎƻƳǇǳƭǎƻǊȅ ŜŘǳŎŀǘƛƻƴέΦ 

¶ More funds should be allocated for infrastructure 

of schools and colleges. 
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Energy and Petroleum  

 INDUSTRY OVERVIEW 

The picture of energy support to industrial growth is 

mixed. On a positive note, coal production grew at 7.9 

per cent during H1 2008, compared to 2.8 per cent in 

the previous year 2007. The growth in the production 

of natural gas also improved from 2.4 per cent to 4.8 

per cent during the period. On the flip side, the 

negative growth experienced in crude oil production 

during H1 2007 continued in the current year. The 

growth in petroleum refinery products, at 4.5 per 

cent, during H1 this year, was almost half of that in H1 

2007.  

HAPPENINGS IN FINANCIAL YEAR 2008-09 

Spurt in crude prices were due to a combination of 

geopolitical events and unplanned outages of some of 

the oil production fields. The prices continued to 

hover at historically high levels with Brent, WTI and 

Dubai crude prices averaging at US$ 82.8, US$ 81.6 

and $ US 76.5 per barrel for FY08. This reflected an 

increase of 29%, 26% and 25% respectively over the 

corresponding levels of FY07.  

Demand for petroleum products in India grew by 

6.0% from 111.7 m tonnes to 118.8 m tonnes. 

Transportation fuels grew faster at over 10.0%. The 

consumption of diesel, which accounts for more than 

a third of the total consumption, grew at 11.1%. 

Growth in petrol was at 11.2% and that of jet fuel was 

at 14.1%. Demand for liqueified petroleum gas was up 

by 7.5%, while sales of naphtha and kerosene 

declined by 14.8% and 0.6% respectively. 

ht9/Ωǎ ǊŜƭǳŎǘŀƴŎŜ ǘƻ ƛƴŎǊŜŀǎŜ Ǝƭƻōŀƭ ƻƛƭ ǎǳǇǇƭȅ 

and tightening of product specifications added 

pressure to an already stretched refining system. 

Rising costs and project delays continued to 

hamper growth .in new refinery capacity 

additions. Complex refiners continued to gain due 

to wide light-heavy differentials and higher light 

product margins. Aggregate Indian refining 

capacity remained unchanged at 149 m tones 

FUTURE PROSPECTS 

¶ In order to secure the energy security of the 

country, government has laid increased thrust 

on exploration and buying oil equity outside 

the country. There have been some 

significant discoveries in oil and gas space, 

with discovery of oil in Rajasthan by Cairn and 

discovery of gas by Reliance in KG basin. OVL 

(ONGC Videsh ), the overseas investment arm 

of ONGC has also bought stake in oil blocks in 

as many as 18 countries. Thus, post 2009; we 

can see enhanced production of oil and gas in 

the country. Coal Bed methane (CBM) is 

expected to commercialize within next couple 

of years, thus paving the way for alternative 

sources of energy in the country.  

¶ The unmet demand for natural gas in India is 

estimated to increase from about 113 m 

standard cubic meters per day (mmscmd) in 

FY08 to 396 mscmd by the year 2022. 

Demand for petrol, diesel and jet fuel are 

expected to grow at a compounded annual 

rate of 1.7%, 2.5% and 2.2% respectively till 

2010.  
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Energy and Petroleum  

¶ The medium term outlook for refining margins 

looks positive, due to robust growth in demand, 

stretched utilization levels and lagging new 

capacity buildup. Refining capacity bottlenecks 

are also unlikely to reduce prior to 2012 on 

account of project delays. petrochemicals, 

substantial investments have been made in new 

capacities in emerging economies like China, India 

and the Middle East, which is expected to emerge 

as a production hub due to availability of cheap 

feedstock. 

EXPECTATIONS FROM UNION BUDGET 2009-2010 

¶ CII wants aviation turbine fuel (ATF) to be 

categorized under the declared goods since high 

levies make the domestic air services 

uncompetitive. 

¶ Natural gas as well should be included in the list 

of declared goods. Also, natural gas should be 

considered as a natural oil to avail 7 years of tax 

holiday under natural gas production  

¶ Gas prices should be rationalized and should also 

be categorized under the declared goods.  

¶ A price band for the oil marketing companies so 

as to increase prices within the range without 

seeking prior approval of the government. 

¶ Custom duty cuts in petrol, diesel and LPG so as 

to minimize the subsidy burden by reduction in 

costs at the refinery gate. 

¶ De-regulation of auto fuel prices to a cap of 

$75/bbl  
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Infrastructure  

 INDUSTRY OVERVIEW  

The downturn in the past fiscal year, in the real estate 

sector has been the hardest.The sector has moved 

from a period of abundant capital availability to the 

times of liquidity crisis. The current economic turmoil 

at the macro level has raised the expectations of the 

realty sector  from the Union Budget 2009-10. 

INTERIM BUDGET 2009-2010 ANNOUNCEMENTS 

¶ In order to keep the funding of important 

infrastructure projects viable under the PPP 

ƳƻŘŜƭ ŀƴŘ ǘƻ ŜƴǎǳǊŜ ǘƘŀǘ ǎǳŎƘ ǘƘƛƴƎǎ ŘƻƴΩǘ Ǌǳƴ 

into hurdles, the Government has provided 

means to refinance to banks who take up funding 

such long term projects. In this regard, the Indian 

Infrastructure Finance Company Ltd will refinance 

60% of the commercial bank loans worth Rs. 

100000 crore for critical sectors over the next 18 

months. For this, it has been allowed to raise Rs. 

10000 crore in the market. It has also been 

authorized to raise an additional Rs. 30000 crore, 

if need be. 

¶ Allocation under Jawaharlal Nehru National Urban 

Renewal Mission (JNNURM) for urban 

infrastructure development was around Rs. 11842 

crore in the current fiscal   

¶ ¢ƘŜ DƻǾŜǊƴƳŜƴǘΩǎ ŦƭŀƎǎƘƛǇ ǇǊƻƎǊŀƳ ŦƻǊ ōǳƛƭŘƛƴƎ 

and renewing rural infrastructure ς Bharat 

Nirman has been allocated Rs. 40900 crore in 

FY2009. 

¶ Rural Infra Development Fund has received a 

corpus of Rs. 14000 crore with rural roads 

receiving a further window of Rs. 4000 crore. 

¶ Under PPP mode, 54 Central Sector 

infrastructure projects with a project cost of 

Rs 67,700 crore given in-principal or final 

approval and 23 projects amounting to Rs 

27,900 crore approved for viability gap 

funding in 2008-09. 

 

EXPECTATIONS FROM UNION BUDGET 2009-

2010 

¶ Re-introduce Sec 80 M; allows deduction for 

dividends received from subsidiaries for 

calculating dividend distribution tax. Since it 

has been accepted that current DDT structure 

leads to double taxation of dividends in the 

ƘŀƴŘǎ ƻŦ ǇŀǊŜƴǘ ŎƻƳǇŀƴȅΩǎ ǎƘŀǊŜƘƻƭŘŜǊǎΦ 

Government is likely to re-introduce Sec 80 

M. 

¶ Land Acquisition for BOT projects on a faster 

pace and increase in limit of land acquisition 

prior to commencement of construction. 

Land Acquisition process needs to be on a 

faster pace and current norm of 50% land 

availability needs to be replaced with higher 

limit. 

¶ With major infrastructure programs on 

stream government might look forward to 

ease systems. Government might Re-

introduce Sec 10 (23)(G), allowing banks to 

claim interest deduction on long-term lending 

to infra projects. This should encourage banks 

to increase their infrastructure lending.  
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Insurance & Pension Funds  

 INDUSTRY OVERVIEW  

India is the fifth largest life insurance market in the 

emerging insurance economies globally and the 

segment is growing at a healthy 32ς34 per cent 

ŀƴƴǳŀƭƭȅΦ ¢ƘŜ ƛƴǎǳǊŀƴŎŜ ƛƴŘǳǎǘǊȅΩǎ ǎŀƭŜǎ ǊƻǎŜ ǘƘŜ 

ŦŀǎǘŜǎǘ ƛƴ ǘǿƻ ȅŜŀǊǎ ǎƛƴŎŜ !ǇǊƛƭ нллтΦ ¢ƘŜ ŎƻǳƴǘǊȅΩǎ нн 

life insurance companies saw 29.5 per cent rise in 

premium collected through sale of new policies to 

US$ 758 million in April 2009, as against US$ 585 

million in the corresponding period last year. The 

pensions industry is still in the developmental stages 

in India. 

UNION BUDGET 2008-2009 ANNOUNCEMENTS 

No direct announcements related to insurance and 

pension funds sector. Some of the announcements 

which may have impact on these industries were 

¶ Health insurance scheme to cover 75 lakh 

citizens. 

¶ Rs 644 Crore for National Agriculture 

Insurance Scheme, which will be made to 

keep on pending creating a substitute crop 

insurance scheme.  

EXPECTATIONS FROM UNION BUDGET 2009-2010 

¶ Increase in FDI limit in insurance to 49%. This 

would enable the insurance companies to raise 

additional capital and allow banks to unlock value 

of their insurance subsidiaries through listing. 

¶ Pension Reform (PFRDA Act enabling a pension 

regulatory authority) is expected to be 

announced. 

 

 

 

¶ Announcement regarding FDI of 26% in the 

pension fund industry are expected to be 

made. 
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Metals and Mining  

 INDUSTRY OVERVIEW  

In India, 80% of mining is in coal and the balance 20% 

is in various metals and other raw materials such as 

gold, copper, iron, lead, bauxite, zinc and uranium. 

India is the largest producer of mica blocks and mica 

splittings; ranks third in the production of coal & 

lignite, barytes and chromite; 4th in iron ore, 6th in 

bauxite and manganese ore, 10th in aluminium and 

11th in crude steel.  

Though, India is one of the leading producers of many 

minerals, to sustain higher growth rate and 

development of domestic infrastructure many steps 

needs to be taken to enhance production and supply 

of these materials.  

Among the metals the Indian steel industry is the 5th 

largest producer of steel globally, India accounts for a 

little over 7 per cent of the world's total production.  

STEEL PRODUCTION 

¶ Ministry is confident that an investment worth 

US$ 176.49 billion is likely to go into the steel 

sector by 2020, taking India's steel capacity to be 

in excess of 290 million tones.  

¶ SAIL's crude steel production is likely to reach 

24.84 MT by 2011ς12 and 60 MT by 2020 from 

the present 12.84 MT. Private steel bigwigs like 

Tata Steel, JSPL, Ispat and JSW Steel also have 

major expansion plans on the anvil. Jindal 

Stainless and Visa Steel are planning to set up 1.6 

and 0.5 million tones of stainless steel capacity 

over the next two years.  

The other major metal for the Indian economy is 

aluminium whose production has gained 

substantial heights and is expected to get 

government attention for further improvement in 

the production process.  

Though the government came out with interim 

budget in Feb 2009, major announcements for 

the industry were made in the Union Budget 

2008-2009. 

UNION BUDGET 2008-2009 ANNOUNCEMENTS 

AND IMPACT 

¶ Customs duty on steel melting scrap and 

aluminium scraps was brought to 0%.  

¶ Export taxes on key raw material of steel 

increased.  

¶ Iron ore export duty decreased by 15 per cent 

at Rs 300 per tonnes. 

 

EXPECTATIONS FROM UNION BUDGET 2009-

2010 

¶ Excise duty on steel may be raised from 8% to 

10% or 12%. The government continues to 

carry high budget deficit and the revenue 

collection slumping, move to rise additional 

revenue by hiking excise is very likely.  

¶ Import duty on primary aluminum may be 

raised to say, 7.5% or 10% to protect 

domestic industry from cheaper imports from 

china and other Southeast Asian countries.  
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Metals and Mining  

  

¶ Government may indicate policy action for 

allowing commercial coal mining by private 

companies and amendment in Parliament to 

permit competitive bidding of captive coal blocks. 

India produces over 450mn tonnes of coal 

annually, almost 50mn tonnes less than what it 

consumes. To reduce this gap participation from 

private sector might be increased.  

¶ Further to boost coal mining activities 

Government could reduce nearly by half the 

import duty levied on heavy and light equipment 

used for mining coal. 
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Pharmaceuticals  

INDUSTRY OVERVIEW 

LƴŘƛŀΩǎ ǇƘŀǊƳŀŎŜǳǘƛŎŀƭ ƛƴŘǳǎǘǊȅ ƛǎ ƻƴŜ ƻŦ ǘƘŜ ŦŀǎǘŜǎǘ 

growing sectors in the Indian economy with the 

growth rate (CAGR) of 11.9 per cent during 2004-

2008. The industry has emerged as one of the 

strongest and most successful examples of 

knowledge-based industries in the world and it has 

made tremendous progress in terms of development 

of technology, products and infrastructure. Its large 

pool of skilled technical workforce, low production 

costs and government support has enabled its 

transformation from an import-dependent industry to 

a major exporting industry. The domestic turnover of 

the industry stood at Rs 525.6 billion in 2008, 

accounting for 1.6 percent of GDP. Out of this 

turnover, domestic branded formulations sales were 

worth Rs 327.7 billion (as per ORG IMS June 08 retail 

sales data). The remaining portion is estimated to 

have come from unorganised players & their 

contribution is estimated at 25 per cent of the 

ŘƻƳŜǎǘƛŎ ƛƴŘǳǎǘǊȅΩǎ ǘǳǊƴƻǾŜǊΦ ¢ƘŜ LƴŘƛŀƴ 

pharmaceutical industry ranks fourth in the world in 

terms of volume (8 per cent global share) and 

fourteenth in terms of value (1.9 per cent global 

share). 

UNION BUDGET 2008-2009 ANNOUNCEMENTS 

There were no announcements regarding this sector 

in the 2009 Interim budget. Hence the 

announcements of Union Budget 2008-2009 and their 

impact has been analysed. 

 

 

¶ Extension of weighted deduction of 150% on 

R&D expenditure. 

¶ Excise duty fully exempted on anti-AIDS drug 

ATAZANAVIR, and bulk drugs for its 

manufacture. 

¶ 5 years tax holiday for setting up hospitals in 

non urban cities. 

¶ Excise duty on all goods produced reduced 

from 16% to 8%. 

¶ Rs. 16,534 crore allocated for healthcare 

sector. 

¶ Customs duty reduced from 10% to 5% on 

certain specified life saving drugs and on the 

bulk drugs used for the manufacture of such 

drugs. 

¶ Customs duty on specified raw materials 

required to manufacture of ELISA kits 

reduced from 10%/7.5% to 5%. 

¶ Rs. 1,042 crores allocated for drive to 

eradicate polio with focus on high risk 

districts in Uttar Pradesh and Bihar. 

¶ National Aids Control Programme provided 

Rs. 993 crore. 

¶ The allocation to the National Rural Health 

Mission hiked by 15% and a health cover of 

Rs. 30,000 for every worker in the BPL 

category announced. 

IMPACT 

The impact of Union budget was positive for the 

pharmaceutical industry. Excise duties on 

pharmaceutical drugs were halved from an  
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Pharmaceuticals  

existing 16.0 percent to 8.0 percent. Along with tax 

cuts there was 125.0 percent deduction on research 

and development expenditure in the pharmaceutical 

sector which increased capacity expansion in this 

sector. This benefited companies such as Unichem 

Labs in enhancing their research capability.  

 ¢ƘŜ ŀƭƭƻŎŀǘƛƻƴ ǳƴŘŜǊ Ψbŀǘƛƻƴŀƭ wǳǊŀƭ IŜŀƭǘƘ aƛǎǎƛƻƴΩ 

increased to Rs 12,050 crore and there was allocation 

of Rs 993 crore for National Aids control programme 

and provision of Rs 1042 crore for 2008-09 for 

eradication of Polio was beneficial for companies such 

as Panacea Biotech and Cipla. Further, leading 

companies like Ranbaxy Labs, Dr. Reddy's Labs, Cipla, 

Sun Pharma, Cadila Healthcare, Lupin, Wockhardt, 

IPCA and Unichem also benefitted on account of cut 

in excise duty. Futher, hospitals like Apollo Hospitals 

and Fortis Healthcare benefit from provisions of 

Subsection 11c in Section 80- IB. 

Reduction of customs duty from 10% to 5% and 

exemption of excise duty benefitted companies 

engaged in anticancer such Dabur Pharma and 

Zenotech Labs. Cipla and Lupin were beneficiaries in 

the anti-asthma segment. 

EXPECTATIONS FROM UNION BUDGET 2009-2010 

¶ The proposal to extend income-tax benefits to 

profits of scientific R&D companies may help a 

larger universe of pharma companies to reap tax 

exemptions. 

¶ The pharmaceutical industry has pinned its hopes 

on a host of R&D and tax incentives, which if  

approved in the Budget, would help the 

players to free up cash flows through tax 

savings to fund research activities that do not 

generate immediate earnings. 

Pharmaceuticals being a sector that relies 

significantly on exports, tax incentives dealing 

with foreign exchange earnings of companies 

may help bolster realisations in an otherwise 

challenging environment. 

¶ The industry also expects for the deduction 

umbrella on R&D expenses to be raised from 

150 per cent to 200 per cent.  

¶ The proposal to extend income-tax benefits 

to profits of scientific R&D companies (which 

not only do innovation, but also focus on 

other forms of research) may help a larger 

universe of pharma companies to reap tax 

exemptions. Players are looking for an 

extension of this provision by another five 

years till 2012.  

¶ Apart from R&D, proposals to reduce the 

MRP based excise duty on medicines from 16 

per cent to 8 per cent and total excise 

exemption on 354 drugs specified in the 

national list of essential medicines have also 

been mooted, as measures to moderate drug 

prices. The duty exemption for listed essential 

drugs will allow companies to generate higher 

growth for their price controlled drugs, 

revenues from which have grown by a mere 1 

per cent in last 12 months. 

 

. 
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Power  

INDUSTRY OVERVIEW  

The year was one of mixed fortunes for the sector and 

would be best remembered for the hyped listing of 

Reliance Power Ltd, an Anil Ambani stable firm that 

had bagged deals for two ultra-mega power plants. 

The ambitious target of adding 78,577  MW of power 

generation capacity by 2012 was overshadowed by 

the turf-war between equipment supplier BHEL and 

the nation's largest power utility NTPC, with the latter 

wanting to set up its own equipment manufacturing 

factory.BHEL and its administrative ministry of heavy 

industries opposed the move tooth-and-nail and in 

the end the two formed a joint venture for a 

manufacturing unit but it remained to be seen if the 

new plant would come up just in time for meeting the 

XIth Plan targets. 

The sector had missed by a mile, the targets set in the 

previous plans.  For a sector battling tight schedules, 

another bad news lay on the fuel front firstly with 

coal shortages and then the price of naphtha shooting 

through the roof. In the absence of alternate sources, 

plants ran below capacity and the infamous power 

cuts continued to plague major cities. 

But relief was not far away when the recession in 

major economies saw oil prices crash in the last 

quarter, with naphtha prices collapsing to cost, for 

the first time in many years, cheaper than LNG. 

The current installed capacity in India is 1,47,402.81 

MW the break up is as follows: 

 

Source MW Percentage 

Thermal 93392.64 64.6 

Hydro 36647.76 24.7 

Nuclear 4120 2.9 

Renewable Energy 

Sources 

13242.41 7.7 

 

India needs to spend $600 billion on adding 

capacity to meet electricity demand, which may 

triple to 335,000 megawatts by 2017 if the 

ŎƻǳƴǘǊȅΩǎ ŜŎƻƴƻƳȅ Ƴŀƛƴǘŀƛƴǎ ƛǘǎ ŎǳǊǊŜƴǘ ǇŀŎŜ ƻŦ 

growth, McKinsey & Co. said in June 2008. The 

Central Electricity Authority (CEA) has projected 

that there will be energy shortage of 8.8% and 

peak shortage of about 18.1 % in the country 

during 2008-2009. 

 

INTERIM BUDGET 2009 ANNOUNCEMENTS 

¶ The Revised estimate for the Power sector 

has increased to Rs. 52126 crore for the year 

2009-10. This shows an increase of 43% from 

Rs. 36306 crore which was the Budgeted 

outlay for 2008-09.  

¶ Rs.800 crore hasbeen proposed for the 

Accelerated Power Development and 

Reforms Programme. Acknowledging the 

poor state of power transmission and 

distribution in the country the finance 

minister has proposed to set up a national 

fund for transmission and distribution reform  

 




