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Dear Reader,

The nation-wide lockdown from 24th March for three weeks was extended by the 
government as a measure to contain the spread of Covid-19. While industries and businesses 
continued to be affected, some industrial activity was permitted. At many places, caustic 
soda plants were allowed to resume operations on a limited scale. Progressively, other 
industries were also granted permission to restart operations with limited manpower and 
following standard operating guidelines.

The lockdown and the consequent discontinuation of most manufacturing activities affected 
demand for various products and chemicals. There were also restrictions on permitting the 
entire workforce for operating plants to comply with social distancing norms. As a result, 
plants were operating at 30-40% capacity. This may further continue for a few weeks before 
the situation shows improvement.

The stoppage of industrial activity and absence of steady income gave rise to the problem 
of migrant workforce desperate to return to their native States. While governments at the 
Centre and States take measures to cope with the exodus of workforce, the industries will be 
faced with a new challenge of finding skilled workforce as operations scale up in the coming 
weeks. Faced with the prospects of losing their earnings and hunger staring, the plight of the 
migrant workforce evokes empathy and reflects the condition of our social fabric. 

The industry expects a severe contraction in demand, estimated at 30% in H1 of the current 
FY. AMAI has been highlighting this in its various representations to the government. Among 
the various measures that were gaining currency was a suggestion to impose an additional 
duty or tax on imports to provide some level of protection to the domestic industry. 
Consensus within the industry remains elusive on this measure, labelled as Covid Tax or 
Special Import Duty and pegged at 15%. Though it is a weak and inadequate measure, AMAI 
has supported this proposal. It remains to be seen if the government will accept the proposal, 
providing some relief in the face of the steep challenge.

China has been able to resume its industrial activities with relative ease. This has also 
given raise to concern – the accumulated inventory, incentives the Chinese government 
is providing for exports and the high operating levels of their factories will unnerve many 
governments when trade resumes, even as they struggle to overcome the pandemic. The 
sharp contraction in demand in India and the flood of imports that could come in when 
trade resumes raises concern. Unless the government intervenes, unwelcome imports will 
only push the domestic industry into deeper problems.

K. Srinivasan 
Secretary General
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INTRODUCTION:
India being a developing country, 
it needs to ensure sustainable 
development by achieving  and 
maintaining high growth of GDP, by 
maintaining conducive and pollution 
free environment ensuring good health 
and safety of people, and ultimately 
high standard of living and happiness 
among the people of India.

But in the wake of the recent 
COVID-19 corona virus global 
pandemic, many manufacturing 
industries have been forced to close 
their doors as governments around the 
world seek to “flatten the curve.” By 
enforcing lockdowns and encouraging 
community isolation and social 
distancing, countries hope to reduce 
the spread of infection, thus lessening 
the burden on the medical system.

However, while some businesses have 
felt relatively minor effects of the so-
called shutdowns, most of the industries 
are suffering extreme economic losses 
mainly due to lack of manpower 
availability, lack of market demand, lack 
of storage facility, extreme problems of 
supply chain, and safety issues, etc.

ESSENTIAL SERVICES:
There are quite a few essential 
industries, such as the water treatment/
wastewater, essential utilities, energy 
distribution and energy generation 
sectors, which must remain up and 
running. For such type of industries, 
in the present scenario it is essential to 
ensure the following measures, as given 
below:

•	 The industry premises should be 
sanitized periodically.

•	 Health of each and every worker 
should be checked at the entry point 
of the factory premises.

•	 Hand sanitizers and face mask 

should be provided to each 
employee.

•	 Quarantine measures for supplies 
and storage of goods should be 
provided.

•	Workers should not be allowed to 
share tools.

•	 Manpower deployment should 
be done only at 33% of the total 
strength to ensure social distancing.

•	 Extensive use of “On-Line” condition 
monitoring of plant and machinery 
is necessary as sufficient manpower 
cannot be deployed in all work 
station/position. This is necessary 
to avoid unforeseen breakdown 
of equipment and occurrence of 
accident.

•	 Proper accommodation should 
be provided to isolate workers if 
needed.

•	Workers involved in dealing with 
hazardous materials must be skilled 
and well trained.

SAFETY PROBLEMS DURING 
SHUTDOWN/LOCKDOWN 
PERIOD:
When heavy machinery and equipment 
are not maintained periodically due to 
lockdown, they can become dangerous 
for the operators/engineers and the 
environment and the society at large. 
Combustible liquids, corrosive and 
toxic chemicals, contained gaseous 
substances, open wires, conveyor 
belts and automated vehicles make 
manufacturing facilities a high-risk 
environment. Improper enforcement 
of safety codes and improperly labeled 
chemicals can further pose serious 
health hazards.

Abrupt tribological failures can 
take place in critical rotating and 
reciprocating machines when they 
are started after lockdown period, 

leading to hazardous consequences 
and heavy loss of capital. The main 
reason for these failures is due to lack 
of lubricating film between the mating 
surfaces of the vital components. Due 
to absence of the proper lubricating 
film between the mating components 
frictional force becomes very high and 
metal to metal seizure takes place, 
which may lead to a catastrophic 
breakdown of the equipment and may 
lead to very severe consequences. For 
example, if a critical cooling water 
pump fails due to lack of lubricant in 
its shaft bearings, the pump will not be 
able to circulate cooling water in the 
reactor vessel jacket leading to rise in 
temperature in the reactor vessel. This 
rise in temperature in the reactor may 
not be noticed due to lockdown of the 
plant and the consequences can be 
either an explosion of the reactor or 
leakage of hazardous material into the 
atmosphere due to rupture of a safety 
valve caused because of high vapor 
pressure attained by the material inside 
the reactor. Many accidents have been 
reported throughout the globe due to 
similar reasons as stated above. 

A very recent accident took place in 
LG Polymers plant in Visakhapatnam 
on the night of May 7, where about 
12 people died and a large number of 
people (about 800) sustained serious 
injuries due to leakage of styrene gas 
from the storage tank of the plant. 
Styrene monomer, a raw material used 
in polystyrene production rose to above 
150°C which is six times more than 
the permitted level. The temperature 
was within the normal limits before 
the lockdown was enforced. A 
chiller unit was in place to maintain 
safe temperature inside the storage 
tank. On the date of the accident, 
the chilling system failed leading to 
attainment of high temperature inside 
the storage tank subsequently triggering 

ACHIEVING SUSTAINABLE GROWTH AFTER LOCKDOWN
Dr. S.K. Chakravorty, Consultant (Plant Engineering)
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of a runaway polymerization reaction 
causing styrene to reach its boiling 
point of 145°C in minutes. Since the 
operator was not present at the site due 
to lockdown, the temperature rise in 
the styrene storage tank could not be 
observed on time.

REMOTE SENSING:
While traditional inspections such as 
manual and CCTV inspections are 
popular, they often require personnel 
to be out in the field, sometimes in 
groups. Therefore, these methods are 
not in keeping with the isolation and 
distancing measures necessary during 
the COVID-19 pandemic. Therefore, 
during the lockdown period, it is 
advisable to monitor different operating 
parameters of the running equipment 
(important utility equipment) which 
may be required to be operated in 
the plant. The parameters will depend 
on the type of equipment and may 
be: vibration level, temperature, 
speed, current, lubricating oil particle 
counts (contamination), acoustic 
emission. Various transducers such as: 
accelerometers or proximity probes 
for vibration monitoring, thermisters/
thermocouples or infrared scanners for 
temperature monitoring, tachometer 
for speed, ammeter for current,  
particle counters for oil condition 
monitoring, acoustic emission for 
pressure vessels for monitoring the 
integrity of the welded joints, etc., can 
be installed in the appropriate locations 
on the critical equipment.

The Internet of Things (IoT) enables 
remote sensing by using software, 
network connectivity and remote 
sensing technology to allow real-time 
monitoring of the condition of critical 
assets. IoT involves connecting physical 
objects (or things) to the internet. 
This is done via the use of embedded 
electronic devices that allow data to be 
exchanged between physical objects 
and remote computer systems over a 
wireless network.  It uses electronic 
sensors connected directly to assets to 
gather and report critical information 
to remote locations. This permits 

continuous, real-time and accurate 
monitoring of equipment such as 
pumps, compressors, diesel engines, 
turbines, transformers, pipelines, 
reactors, autoclaves, vessels and tank 
farms, etc. Figure-1 indicates the 
location of the transducers namely: 
vibration, temperature, speed, 
and current, for wireless remote 
monitoring of the motor-pump set. This 
wireless monitoring system integrates 
parameters such as temperature, 
current, RPM and speed into a single 
diagnosis system. In addition, the 
sensors have a battery life that lasts 
between 3 to 6 years and are very 
easy to install. Equally important, 
the system can send data to a local 
database or to a cloud-based system, 
(EIAnalytic) located far away from the 
plant premises. At any moment, one 
can keep track of plant and machinery 
using any device such as a Smartphone, 
computer or tablet, sitting in ones 
home.

The rise of IoT technology is mainly 
attributed to the advent of inexpensive 
processors and wireless networks. 
These components make it possible 
to turn almost any physical object into 
a smart device. This adds a level of 
intelligence where changes in physical 
conditions can be communicated with 
little or no human interaction once the 
systems are installed.

Corrosion failure of plant under long 
shutdown is also a grave problem as 
corrosion does not take a day off and 
corrosion monitoring of necessary 
infrastructure remains crucial for the 
plant under lockdown period. During 
long shutdown the fluid remains in 
stagnant condition in pipelines, vessels 
and equipment causing crevice, pitting 
and differential aeration/concentration 
cell corrosion and may lead to 
catastrophic failures and accidents.

By embedding physical sensing devices 
into pipelines (or other equipment 
such as process vessels that require 
monitoring), specific data such as 
temperature, pressure, Ph, liquid 
composition and material thickness, 
etc., can be communicated to remote 
systems over existing networks. The 
advantage is that complete visibility 
of process and production conditions 
can be obtained without the physical 
presence of an inspector or operator.

The information received by the IoT 
system can then be used, for example, 
by a computerized maintenance 
system to determine if a given 
pipeline is at risk of a corrosion-
related failure. By utilizing IoT for 
corrosion monitoring, maintenance 
crews will only need to be dispatched 
to the field on an as-needed basis, 
significantly increasing the efficiency 
of maintenance operations, while 

Fig-1: Remote  Condition Monitoring of a Pump-Motor Set
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minimizing possible contact between 
personnel. In some cases, personnel 
may even be able to monitor 
conditions and modify some 
production parameters while working 
from home. Figure-2 shows a variety 
of sensors such as: ultrasonic, methane 

gas indicator, carbon monoxide, and 
carbon dioxide monitoring probes.

RECOMMENDED METHOD 
FOR PLANT MONITORING 
DURING THE REGIM OF 
COVID-19 PANDEMIC:
In recent years, the use of smart devices 
and field buses makes ‘Distributed 
Control System (DCS)’ to be 
prominent in large, hazardous, 
and complex industrial processes. 
This distribution of control system 
architecture around the plant has led to 
produce more efficient ways to improve 
reliability of control, process quality and 
plant efficiency.

Nowadays, distributed control system 
has been found in many industrial 
fields such as chemical plants, oil 
and gas industries, food processing 
units, nuclear power plants, water 
management systems, automobile 
industries, etc. It is a specially designed 
automated control system that consists 
of geographically distributed control 
elements over the plant or control area.

It differs from the centralized control 
system wherein a single controller at 
central location handles the control 
function, but in DCS each process 

element or machine or group of 
machines is controlled by a dedicated 
controller. DCS consists of a large 
number of local controllers in various 
sections of plant control area and 
are connected via a high speed 
communication network.

In DCS control system, data acquisition 
and control functions are carried 
through a number of DCS controllers 
which are microprocessor based 
units distributed functionally and 
geographically over the plant and 
are situated near area where control 
or data gathering functions being 
performed. These controllers able 
to communicate among themselves 
and also with other controllers like 
supervisory terminals, operator 
terminals, historians, etc.

Distributed individual automatic 
controllers are connected to field 
devices such as sensors and actuators. 
These controllers ensure the sharing 
of gathered data to other hierarchal 
controllers via different field buses. 
Different field buses or standard 
communication protocols are used 
for establishing the communication 
between the controllers.

The basic elements comprised in a 
DCS include engineering workstation, 
operating station, process control unit 
or local control unit, smart devices, 
and communication system. It is most 
suited for large-scale processing or 
manufacturing plants wherein a large 
number of continuous control loops 

are to be monitored and controlled. 
The main advantage of dividing control 
tasks for distributed controllers is that 
if any part of DCS fails, the plant can 
continue to operate irrespective of 
failed section.

Therefore, by implementing DCS in a 
continuously running plant, the entire 
plant operation can be controlled 
and maintained efficiently and safely. 
This will also ensure isolation and 
distancing measures necessary during 
the COVID-19 pandemic. A DCS work 
station from where the plant operations 
are monitored and controlled is shown 
in Figure-3.

GUIDELINES FOR RE-
STARTING MANUFACTURING 
UNITS AFTER LOCKDOWN:
Guidelines for restarting manufacturing 
industries after lockdown in early 
response to COVID-19, nationwide 
lockdown was ordered with effect from 
25th March. As the lockdown is being 
gradually released in most of the zones 
(orange & green), certain economic 
activities are being permitted. Due to 
several weeks of lockdown and the 
closure of industrial units during the 
lockdown period, it is possible that 
some of the operators might not have 
followed the established ‘Standard 
Operating Procedures (SOPs). As a 
result, some of the manufacturing 
facilities, pipelines, valves, etc. may 
have residual chemicals, which may 
pose risk. The same is true for the 
storage facilities with hazardous 
chemicals and flammable materials. 

The disaster management acts such 
as: ‘Guidelines on Chemical Disasters, 
2007’, and ‘Strengthening of Safety 
and Security for Transportation of 

Fig-3: DCS Work Station from where plant  
operations are monitored & controlled

Fig-2: Variety of Sensors that can be embedded in the pipeline/vessel
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POL Tankers, 2010’, are extremely 
relevant for chemical industries. The 
Manufacture, Storage and Import of 
Hazardous Chemical Rules, 1989 under 
Environment Protection Act, 1086 
provide the statutory requirements for 
these industries.

When Lockout/Tag-out procedures are 
not in place, many energy sources can 
prove to be hazardous to operators/
supervisors who are servicing or 
maintaining electrical, mechanical or 
chemical equipment. When heavy 
machinery and equipment are not 
maintained periodically, they can 
become dangerous for the operators 
and engineers.

Combustible liquids, contained gaseous 
substances, open wires, conveyor 
belts and automated vehicles make 
manufacturing facilities a high-risk 
environment. Improper enforcement 
of safety codes and improperly labeled 
chemicals can further pose serious 
health hazards.

When an unexpected event occurs, 
managing rapid response becomes 
challenging. In order to minimize the 
risk and to encourage a successful 
restart of the industrial units, the 
following guidelines should be used:
1. Coordination with the State 

Governments ‘off-site disaster 
management plan’ of the respective 
Major Accidental Hazard (MAH) 
units so that they are up to date 
and preparedness to implement 
them is high. It is also advised 
that the Industry’s ‘On-Site 
Disaster Management Plans’ are 
also in place and cover Standard 
Operating Procedures for safe re-
starting of the industries during & 
after COVID 19 lock down periods. 

2. While restarting the unit, consider 
the first week as the trial or test 
run period; ensure all safety 
protocols; and not try to achieve 
high production targets. The plant 
should be run at low speed, low 
load, and at a capacity much less 
than the rated one. 

3. To minimize the risk it is important 
that employees who work on 
specific equipment are sensitized 
and made aware of the need to 
identify abnormalities like strange 
sounds or smell, exposed wires, 
vibrations, leaks, smoke, abnormal 
wobbling, irregular grinding or 
other potentially hazardous signs 
which indicate the need for an 
immediate maintenance or if 
required shutdown. 

4. Especially during the Covid-19 
times, ensure all lockout and tag-
out procedures are in place on a 
daily basis (not applicable for units 
running 24hrs).

5. Inspect all equipment as per the 
safety protocols during the restart 
phase.

6. In case the industry has any 
difficulty in managing crucial 
backward linkages that may be 
critical for their safe functioning, 
they should approach the local 
district administration for specific 
assistance. District Magistrates may 
be instructed to ensure that in 
such instances, the industrial unit 
may be facilitated to run their end 
to end operations, in the overall 
interests of industrial security.

For specific industrial processes, 
the following precautions should be 
taken:

1. Storage of raw material:
a. Inspect the storage facilities for 

any signs of spills, wear and 
tear during the lockdown.

b. Check for already opened 
storage vessels/containers/bags/
silos for possible oxidation/
chemical reaction/ rusting/ 
rotting etc.

c. Hazardous Chemicals in the 
storage need to be checked for 
chemical stability before using 
for any processes.

d. Ensure ventilation and proper 
lighting before entering the 
storage areas.

e. Sense for abnormalities like 
strange sounds or smell, 

exposed wires, leaks and 
smoke.

f. Check supply pipelines/valves/
conveyor belts for any signs of 
damage/wear & tear.

g. Check the storage building 
for any signs of distress and 
damage to the roof.

2. Manufacturing Processes 
a. Carry out a complete Safety 

Audit of the entire unit before 
taking up starting activities

b. Cleaning of pipelines, 
equipment and discharge lines: 
Mechanical cleaning followed 
by air /water flushing and 
chemical cleaning based on the 
type of the process equipment.

c. Run-in of rotary and 
reciprocating equipment under 
supervision. 

d. Boilers/ furnaces/ heat 
exchangers to be checked for 
lining and signs of wear and 
tear.

e. Check supply pipelines/valves/
conveyor belts for any residual 
material and wear and tear. 
Also check all the pipelines / 
valves for obstructions/ pressure 
levels, etc.

f. Ensure all gauges (process 
pressure, process temperature, 
process flow, lube oil pressure 
& temperature, etc.) are 
functional.

g. Tightness test: Many process 
units handle combustibles or 
toxic substances (or both), the 
leakage of which could result in 
disaster, damage, or economic 
loss. To prevent the occurrence 
of such incidents, it is necessary 
to confirm that the plant 
complies with the required 
tightness before start-up. 

h. Service test need to be 
performed for all water, 
compressed air, and steam 
piping and equipment with 
normal operating fluids. The 
system is first pressurized with 
operating fluids and then 
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checked for leakage. For air 
lines, leaks can be found using 
soap solution. For water and 
condensate lines, the leakage 
can be observed visually. 
Leakage points found during 
the test are retightened. The 
test is deemed successful if no 
foam is observed from soap 
solution, or if no water or 
condensate is observed visually.

i. Vacuum hold test: All vacuum 
systems must be leak tested. 
Air inside the system is first 
evacuated to attain the 
required vacuum. The best 
way is to start at one end of the 
section and work through to 
the other end, checking flanges, 
valves, fittings, instruments, 
and other equipment. Each 
leak is tagged, making it easy 
for the maintenance team and 
personnel of the next shift to 
continue with the work.

j. Trial testing be carried out 
before the full-fledged 
production is initiated with full 
human resources

k. Ensure the arrangement for 
round-the-clock emergency 
crews/ professional technical 
teams provided with maximum 
accident hazard (MAH) units 
and cluster of MAH units 
should have an extended 
coverage of 200 km to reach 
transport accident spots for 
help.

3. Storage of products 
a. Check the storage facilities / 

silos for any damage or wear 
and tear.

b. Ensure that all instrumentation 
and control systems are 
working properly particularly 
for flammable/volatile/corrosive 
products.

4. Guidelines for the workers 
1. Ensure 24 -hour sanitization of the 

factory premises.

a. Factories need to maintain 
a sanitization routine every 

two-three hours especially in 
the common areas that include 
lunch rooms and common 
tables which will have to be 
wiped clean with disinfectants 
after every single use.

b. For accommodation, 
sanitization needs to be 
performed regularly to ensure 
worker safety and reduce 
spread of contamination. 

2. Entrance health checks

a. Temperature checks of all 
employees to be done twice a day.

b. Workers showing symptoms should 
not report to work. 

3. Provisions of hand sanitizers and 
mask to all employers.

a. Providing gloves, masks and 
hand sanitizers to be done at 
all factories and manufacturing 
units. 

4. COVID 19 health and prevention  
staff education 

a. Education on safety steps to 
take from entry to exit in the 
factory and measures should be 
taken for all precautions to be 
taken at personal level.

5. Quarantine measures for supply and 
storage of goods 

a. Sterilize boxes and wrapping 
brought into factory premises 

b. Isolate and sanitize finished 
goods as appropriate 

c. Ensure delivery of goods in 
shifts

6. Physical distancing measures 

a. Create physical barriers to 
ensure the physical distance 
within the work floor and 
dining facilities. 

b. Provide face protection shields 
along with masks and PPEs. 

7. Working in shifts 
a. Factories that work 24 hours 

at full production capacity 
should consider one hour gap 
between shifts, except factories/
plants requiring continuous 
operations. 

b. Managerial and administrative 
staff should work one shift at 
33 per cent capacity as per 
Ministry of Health Affaires 
(MHA) guidelines; but while 
deciding which particular 
person to be included in 33% 
at any given point of time, 
overriding priority should be 
given to personnel dealing with 
safety. 

c. Ensure no sharing of tools or 
workstations to the extent 
possible. Provide additional sets 
of tools if needed.

8. Scenario plan on discovering a 
positive case 

a. Factories have to prepare 
accommodation to isolate 
workers, if needed.

b. HR department has to help 
manage the whole process 
for individuals to be isolated. 
All travelling employees also 
to undergo mandatory14-day 
quarantine.

9. Presence of skilled workers

Workers involved in dealing with 
hazardous material must be skilled 
and experienced in the field. No 
compromise on deployment of such 
workers should be permitted when an 
industrial unit is opened up.
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The Chemical Industry is Vital – get it going at the earliest!
Ravi Raghavan 

Editor, Chemical Weekly

The importance of the chemical 
industry to modern living is undisputed 
and recognised universally. It is an 
enabling industry – not just for other 
industries, but also for all the things we 
take for granted in our personal lives. 
Be it the food we eat, the drugs we take 
when ill, or for our personal hygiene 
and well-being. While we can and will 
put off consumption of cars, clothes, 
homes etc., in these challenging times, 
our basic needs still need to be met, 
and this will require the chemical 
industry to be allowed to function in all 
its diversity. Efforts to cherry-pick which 
units can function and which cannot, 
by diktatis tedious, difficult, and fraught 
with risks of disruptions, and should be 
ditched at the first opportunity!

Vital especially for now
Over the last two weeks, the industry – 
as several others – has seen disruptions 
caused by the pandemic that Covid-19, 
or as some have famously called the 
‘China virus’, has caused. Fears of all-
out uncontrolled, infection across the 
country has led to an unprecedented 
lockdown well into its second week. 
Life, as we know it, has come to a 
grinding halt, and vast swathes of the 
chemical industry have been shut 
down.

In the context of the challenges 
presently faced by the world, the 
relevance of the chemical industry is 
ever more so. Directly or indirectly, 
it produces the substances used in 
essential products for health workers 
to contain the spread of the virus or 
to treat patients. Examples include 
ingredients for disinfectants and active 
pharmaceutical ingredients (APIs) for 
medicines, polypropylene fibres for 
mouth masks, wastewater treatment 
products for clean drinking water. And 
the list goes on.

Much has been written about the 
need to ensure continued availability 
of medicines in the context of 
the morbidities expected, but the 
challenges in India go far beyond. The 
kharif sowing season is almost amongst 
us and ensuring availability of fertilisers 
first and agrochemicals later will be 
crucial. Action has been initiated to 
keep fertiliser plants running, but 
the nutrients made will need to be 
delivered at thousands of depots 
across the country well before planting 
commences. While agrochemical 
usage will follow a few months later, 
this is the time the industry stocks 
up on production and gears up for 
dispatches. Disruptions in the supply of 

intermediates, solvents etc. will delay 
this, unless a variety of chemical units 
– making a variety of fine chemicals, 
speciality chemicals and commodities – 
are back in operation at the earliest.

Essential vs non-essential
Some units have already been allowed 
to operate under the logic that they 
provide ‘essential’ products and 
services that are urgently needed. In 
this list are crude oil refineries, fertiliser 
plants, pharmaceutical units and their 
supply chains, and those making 
sanitary products, to name a few. 
Permission is also being given on a case 
to case basis to others that can prove 
their importance (say, by a letter from 
a pharmaceutical unit or one making a 
sanitiser). The feedback received from 
manufacturing units across Gujarat and 
Maharashtra – the two major hubs for 
chemicals manufacture in India – is that 
the state and district level authorities 
are responsive to requests, as and when 
they are made.

All of this is perfectly understandable 
under the current circumstances, but 
this situation cannote last for more than 
a couple of months at most. Several 
companies that cater to the needs of 
others making ‘essentials’ have been 
able to service the requirements from 
inventories, but these will dry out in 
time – a couple of months at the outset 
– and wider manufacturing will need to 
restart.

Complexities of the chemical 
industry
Classifying the chemical industry into 
‘essential’ and ‘non-essential’ groups 
is fraught with several challenges due 
to the complexities of the industry, 
and not an approach other countries 
have taken. In several parts of Europe 
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(including Italy, Spain and Germany) 
and the US – where the number of 
infections and mortalities are much 
higher – governments at the prodding 
of industry associations, have allowed 
most of the industry to operate, unless 
companies themselves have chosen not 
to do so. 

The chemical industry – unlike most 
others – is a very heterogenous 
manufacturing beast. Chemicals could 
be made in large, capital-intensive 
continuous process plants, or, if the 
volumes are smaller, in multi-purpose 
batch plants run in campaign mode 
with the ability to switch from one 
product to another (depending 
on market requirements).  The 
former, in particular, are tedious to 
repeatedly start and stop – with safety 
considerations to boot. Another aspect 
of the industry is the need often for 
multi-step processes,and a tendency 
to produce co-products and by-
products. It could well be the case that 
an ‘essential’ chemical is a byproduct, 
which could never be made if the 
main ‘non-essential’ product were not 
allowed to be manufactured.

Often chemicals are made in integrated 
operations – with a series of chemical 
transformations taking place within the 
battery limits of a plant. Take sodium 
hypochlorite, for instance. This is an 
‘essential’ chemical in today’s context, 
as it is widely used as a sanitising agent 
in public spaces. Hypo, as it is more 
commonly called, is made by reacting 
caustic soda and chlorine, and typically 
produced in a chlor-alkali plant in 
integrated operations. The key to its 
availability – after existing stocks have 
been depleted – is by ensuring that 
at least some of the chlor-alkali units 
in the country are allowed to keep 
operating. One cannot deem hypo 
manufacturing as ‘essential’ and caustic 
soda as ‘not essential’ as the two are 
intimately connected by the process 
used to make them.

Chemical manufacturing commonly 
involves multiple chemical 
transformations that take place in 
different companies – spanning regions, 
countries or even continents. Supply 
chains in the industry have become 
horrendously complex today. A drug, 
for instance, could be made from an 
intermediate (sourced from overseas or 
from a domestic producer), converted 
into an API in, say, Gujarat, and then 
formulated in hundreds of units spread 
across the country. A disruption in the 
availability of the intermediate due its 
classification as ‘non-essential’ will have 
repercussions up and down the value 
chain, shuttering operations all across 
the value-chain.

A single chemical could also serve 
several end-uses – some of which can 
be deemed ‘essential’ and others not. 
Take the surfactant, sodium lauryl ether 
sulphate. This is required to make both 
hand sanitisers – essential in today’s 
times – and shampoos (not so), besides 
several other uses in home& personal 
care and other industries.

The limited point of the above is 
to demonstrate the limitations of a 
simplistic classification of the industry, 
and deciding to let some operate and 
others not, based on this. Instead, in 
the weeks to come, it will be prudent 
to open up as much of the industry 
as seeks to operate, as long as they 
commit to strict guidelines on ensuring 
safety and health of workers. Those 
working in distribution, transportation, 
packaging and maintenance should also 
be allowed to resume operations as 
early as possible. Local administrations 
must ensure that the barriers to the safe 
transportation of goods, and freedom 
of movement for healthy workers 
from their place of residence to work 
needs,is ensured.

Demonstrate social 
commitment
These trying times are an opportunity 
for the Indian chemical industry to 

demonstrate its social responsibility by 
ensuring supply of essentials, continued 
employment, as well as by investing in 
the health and medical security of its 
personnel. The industry is well placed 
to rejig manufacturing operations to 
supply essential products urgently 
needed, such as masks, personal 
protection equipments (PPEs), cleaning 
products, disinfectants, sanitisers etc. 
Several companies in India, like their 
peers elsewhere in the world, have 
already done so, but more need to join 
the campaign.

But restarting operations will hinge 
on assuring staff – both directly 
employed and contract workers – 
that the company will do its utmost 
to ensure health and well-being. 
Some of the larger companies have 
taken steps to keep the labour force 
within their colonies or in temporary 
arrangements, in order to keep 
manufacturing operations going. They 
are rethinking manufacturing practices 
and the deployment of manpower for 
routine tasks (for example, working 
in smaller groups); extending use of 
PPEs to diminish the possibility of 
transmission of infections; providing 
medical insurance in the event of an 
illness; creating contingency funds for 
emergencies at the families of workers; 
and investing in behavioural training of 
workers to prepare them for a post-
Covid world.

Clearly some of these are more 
challenging for SMEs that make up the 
bulk of the Indian chemical industry 
than for the larger outfits, but such 
initiatives will fetch much goodwill that 
will be important in the months ahead.

Those who will not, or cannot, do their 
utmost to protect the health of their 
staff should stay shuttered.

(Reproduced with permission from  
Chemical Weekly 7 April, 2020)
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India’s leading chemical manufacturers 
have had to close plants or reduce 
production capacity in the face of a 
nationwide government-mandated 
lockdown to combat the coronavirus 
Covid-19 pandemic. 

Industry associations have expressed 
concern that this decision could lead 
to a “shortage of essential chemicals to 
battle the coronavirus”, Shisher Kumra, 
executive director of Sustainability 
Support Services (SSS) Europe told 
Chemical Watch. 

An Order issued by the Ministry of 
Home Affairs on 24 March said all 
manufacturing activities must cease for 
at least 21 days from 25 March, with 
the exception of: 

•	 manufacturing of essential 
commodities; and

•	 production units, which require 
continuous processing, after 
obtaining permission from the state 
government.

Chemicals are not categorised as 
‘essential commodities’ under the 
Order and transport by road of non-

essential products is now prohibited 
across the country. This has led to 
a complete halt in bulk orders of 
organic and inorganic chemicals across 
regions, forcing producers to take 
drastic measures to cut down or stop 
production.

“Industry associations are now 
circulating a spreadsheet among their 
member companies so they can add 
the chemicals they believe will be in 
short supply, which will be provided 
to the government in the hope it will 
loosen restrictions,” Mr Kumra said.

He stressed that the situation 
is constantly changing and the 
government may choose to ease the 
restrictions and allow some private 
sector manufacturing to restart, as it 
continues to receive feedback from 
industry.

Plant closures
Tata Chemicals, one of the country’s 
largest chemical manufacturers “has 
shut down its manufacturing operations 
located in the south-eastern state of 
Andhra Pradesh, and two plants in 

the southern state of Tamil Nadu,” a 
company official said. It has also scaled-
down operations in Gujarat.

He said the plants had been closed 
since 24 March and will remain so 
until further notice. Tata Chemicals 
manufactures a variety of chemicals 
including:

•	 sodium carbonate – used in cleaning 
products and personal care, and as a 
biocide;

•	 sodium hydroxide – used to 
manufacture soap and cleaning 
products;

•	 chlorine – an antiseptic and used 
in the production of medicines and 
biocides; and 

•	 sulphuric acid – used to manufacture 
pharmaceuticals.

An official with Gujarat State Fertilizer 
and Chemicals Limited (GSFCL) told 
Chemical Watch that “most of our 
customers have sent us notices under 
force majeure, suspending contracts to 
move materials from our plants.”

A force majeure clause can be 
activated in the event of unforeseeable 
circumstances that prevent an 
individual or a company from fulfilling 
a contract.

He said that GSFCL has completely shut 
down one of its plants in the western 
state of  Gujarat, while production in 
another chemical plant in the same 
state has been cut by 50% “until further 
notice.”

Gujarat Alkalies and Chemical Limited 
(GACL), one of the country’s leading 

Shortage of ‘Essential Chemicals’ expected as  
India battles Covid-19
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producers of sodium hydroxide, has 
published a notice saying that both its 
plants in Gujarat have been shut down 
and all ongoing expansion projects 
will be delayed. Sodium hydroxide is 
used in the manufacture of soaps and 
detergents, cleaning products and to 
purify drinking water.

Hand sanitisers
The spread of Covid-19 has also 
triggered a sharp increase in demand 
for hand sanitisers across the country 
and a rush among manufacturers 
to step up production of isopropyl 
alcohol, a key product ingredient.

An official from Deepak Fertilizer 
and Petrochemicals Corporation 
Limited (DFPCL) said the company has 
decided to increase isopropyl alcohol 
production to its maximum plant 

capacity of 70,000 tonnes a year to 
meet the rising demand.

Meanwhile, sugar mills in northern 
India have begun supplying ethanol/
ethyl alcohol/extra neutral alcohol 
(ENA) to hand sanitiser producers 
across the country. 

A number of sugar mills have also 
sought permission from the Central 
Drug Standard Control Organization 
(CDSCO) to manufacture hand 
sanitisers.

According to Deepak Gupatara, 
secretary-general of the Uttar Pradesh 
Sugar Mills Association (UPSMA), 
of the 94 private sugar mills in the 
northern Indian state, 40 are capable 
of producing alcohol for hand sanitisers.

Private sugar mills have all applied for 
a licence to manufacture the alcohol 

as well as produce hand sanitisers. 
They estimate they have capacity to 
collectively produce 15,000 litres of 
hand sanitisers a month. 

“Government officials have said that, 
once a licence is secured, the sugar 
mills would produce hand sanitisers 
in bulk and supply it to the packaging 
and marketing companies for bottling 
and marketing. The sugar mills 
themselves do not have the necessary 
retail packaging infrastructure and 
distribution network,” Mr Guptara said.

To obtain a licence, the mills will have 
to submit details of the raw materials 
they’ll use and the manufacturing 
process to the government. 

Meanwhile, the government is gearing 
up public sector units to manufacture 
the masks, personal protective 
equipment (PPE) and disinfectants 
it will need, Mr Kumra added. 
“This involves input from several 
organisations including defence. But 
there is a concern that because this 
will be a central operation with central 
distribution channels, the smaller 
hospitals and consumers will suffer and 
be unable to access these products.”

(Reproduced with permission from  
Chemical Watch 2 April, 2020) 
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 During shutdown, the mist separator and 
its drain had been cleaned and emptied.

 The start-up procedure did not require 
filling the water seal before starting the 
blower. With the drain blocked by the 
check valve, the water seal was filled by 
the water precipitated from the air. So it 
was empty at start-up.

 Dust particles held back by the mist 
separator stuck open the check valve. This 
allowed a stream of air to flow 
continuously back up the drain line.

 By this stream, water from the separator 
was carried into the blower intake and did 
not effectively fill up the seal.

 While the actual hazard was the shrapnel 
from the suddenly stopped pulley, its 
origin was the air entering from the drain.

 Failure of the check valve (perhaps long 
before the shutdown, with the water seal 
filled) could not normally be observed.

Think about your start-up procedures – and follow them!

 During process hazards analysis, components whose failure 
has serious consequences are identified as Safety-Critical 
Equipment (SCE). Know them and understand their 
function.

 Make sure the Safety-Critical Equipment in your plant is 
properly inspected and maintained by qualified persons.

 Understand why the valves and check valves are provided in 
the process design. Consider what can happen if they do not 
work properly. If you take part in a process hazard analysis, 
make sure that all failure modes of valves are considered.

 Failure of internal parts of equipment, as well as piping 
components such as valves, may not be visible. If you 
suspect that any SCE component of your plant, especially 
one that is hidden (under insulation or behind other lines), 
may not be working properly, report your concern to 
engineers and management.

 Make sure all valve positions, the status of all equipment, 
and process conditions (including correct liquid level in 
vessels) are identified in start-up procedures. They need to 
be as specified before start-up: this is part of “Operational 
Readiness”.
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Figure 1. Mist separation process 

Figure 2. Blower pulley driven by motor

A plant was restarting after a shutdown. The pulley of a double-lobe 
blower on a mist separator vent line (Figure 1) suddenly broke while 
rotating, explosively expelling fragments. Fortunately, the pulley guard 
(Figure 2) captured the fragments.  If the guard had been intended only to 
prevent contact, or removed for inspection, anybody nearby could have 
been seriously injured or killed. 

A significant amount of water was found inside the blower. The water 
came from the separator, which was designed to retain mist and small 
amounts of fibrous dust from the process. The water stopped the rotating 
lobes suddenly, shearing them off; their fragments were retained by the 
blower casing. Rotation of the pulley shaft was also stopped and this, 
combined with the continued rotation at the pulley rim, caused the pulley 
to break.

The separator drain line contained a water seal (Figure 1). This and a 
check valve were there to prevent reverse flow of air, enabling the 
separator to operate at slightly negative pressure. 
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NEWS DIGEST
India maps out post-Covid 
export plan to take on 
China
Economic Times | 30 April 2020

India has begun work on a continuity 
plan to kick-start exports once the 
country emerges from the shadows 
of the Covid-19 pandemic. The 
plan includes cutting down import 
dependence, especially from China, 
by focusing aggressively on substitution 
while improving safety compliance 
and quality goods to gain global 
market share. The commerce and 
industry ministry is mulling setting 
up groups to draw up strategies for 
sectors where China has vacated space 
and countries are looking to diversify 
suppliers. 

As part of the strategy, India will look 
at areas where it has capability but 
continues to import and focus on the 
areas of core competence. “Covid-19 
will emerge as a non-tariff barrier 
as countries would insist on various 
certifications. We need to maintain 
those SOPs and provide digital 
certificates,” said Ajay Sahai, director 
general, Federation of Indian Export 
Organisations.

ADB gives $1.5-billion 
loan to India to combat 
Covid-19
Business Line| 29 April 2020

The Asian Development Bank 
(ADB) announced $1.5- billion loan 
(over `11,400 crore) to India for its 
fight against Covid-19 pandemic.

The agency reiterated its 
determination to support India’s 
Covid-19 response programmes and 
ensure that they provide effective 
support to the people of India, 
especially the poor and vulnerable.

The present funding is part of the 
Covid-19 Active Response and 
Expenditure Support (CARES) 
Program. This programme will 
contribute directly to the improvement 
of access to health facilities and care, 
as well as social protection for more 
than 80 crore people, including 
families below the poverty line, 
farmers, healthcare workers, women, 
senior citizens, people with disabilities, 
low wage earners, and construction 
workers. The CARES Program 
is funded through the Covid-19 
Pandemic Response Option (CPRO) 
under the ADB’s Countercyclical 
Support Facility.

CPRO was established as part of 
ADB’s $20-billion expanded assistance 
for developing member countries’ 
Covid-19 response, which was 
announced on April 13.

ADB mentioned that the CARES 
Program will be provided with a 
$2-million technical assistance grant to 
support the government to strengthen 
its operational framework and efficient 
targeting, delivery, and monitoring and 
evaluation of its pro-poor economic 
package, as well as its health sector 
and social protection interventions.

Some sectors may take 
long to recover even post 
lockdown: Rating agencies
Financial Express| 29 April 2020

Even after the Covid-related 
lockdowns are eventually lifted, 
some sectors may take a long time 
to recover from the shock of the 
disruption. While Icra said that it is 
undertaking a review of its portfolio 
of ratings by assessing risk both at the 
sector level as well as the entity level, 
Crisil said some sectors could face a 
permanent loss of demand as a result 
of Covid-19.

Icra is working on a heat map of 
sectors, marking out the high-risk, 
medium-risk and low-risk sectors, 
with focus of analysis on the first two. 
Similarly, entity-level risk mapping 
involves risk categorisation in terms 
of most vulnerable, moderately 
vulnerable and relatively less 
vulnerable entities. The high-risk 
sectors, such as aviation, gems & 
jewellery, tourism and hotels and 
microfinance institutions are the ones 
that face severe business disruption 
over the immediate term and where 
the recovery is more likely to be 
prolonged.

The medium-risk sectors, including 
automobile manufacturers & auto-
ancillaries, construction, consumer 
durables and power face a relatively 
lower degree of business disruptions 
and credit risks. The low-risk sectors 
like agri-products, education, fast-
moving consumer goods (FMCG) and 
telecom are unlikely to face material 
business disruption, or a material 
increase in credit risks over the near 
term, triggered solely by the Covid-19 
crisis, Icra said.

Aside from undertaking a review of 
the liquidity position of the rated 
entities over the near term, Icra said it 
may also be redrawing its projections 
for various cases, by assuming that 
a ‘business as usual’ operating 
environment may not return soon. 
This analysis would be an additional 
input for deciding upon rating actions.

Centre mulls extending 
interest subsidy scheme 
for exporters
Business Line | 29 April 2020

With exporters seeking assistance to 
survive the Covid-19 crisis that has 
disrupted businesses globally, the 
Centre is looking at extending the 
interest equalisation (subsidy) scheme 
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for select sectors for some more time, 
say officials.

The Commerce and Industry Ministry 
is in discussions with the Finance 
Ministry and the Prime Minister’s 
Office on the need to re-introduce 
or extend the interest equalisation 
scheme, which is basically an interest 
subsidy scheme for exporters from 
select sectors that lapsed on March 
31, 2020, a government official 
told BusinessLine.

The plan is to extend the popular 
scheme, which benefits a wide range 
of exporters, by at least a few months.

The scheme, earlier called interest 
subvention scheme, was announced 
for a period of five years, from April 
1, 2015 to March 31, 2020, for 416 
selected tariff lines, many of them 
involving labour-intensive production. 
The scheme also covered all items 
exported by the MSME (micro, small & 
medium enterprises) sector.

While the scheme initially offered 
a 3 per cent subsidy on pre- and 
post-shipment export credit to all 
beneficiaries, the rate was enhanced 
to 5 per cent for the MSME sector in 
2018.

India’s exports of goods in March 
2020 plummeted 34.57 per cent to 
$21.41 billion (year-on-year) as the 
spread of Covid-19 across countries 
disrupted production and supply 
chains globally. This pulled down 
overall export figures for financial year 
2019-20 by 4.78 per cent to $314.31 
billion.

Exporters fear that performance in 
April and May would be worse when 
the full impact of the Covid-19 crisis 
plays out.

Over Rs 68,600-crore 
loans of wilful defaulters 
written off, says RBI
Business Standard | 28 April 2020

Indian banks have written off Rs 
68,607 crore of debt of top 50 willful 

defaulters till September 30, 2019, 
said the Reserve Bank of India (RBI) in 
response to a petition filed under the 
Right to Information (RTI) Act.

The list, however, doesn’t include 
overseas borrowers as it is exempted 
from public disclosure.

The write-offs are technical or 
prudential in nature, which means 
the banks have made 100 per cent 
provisions against the loans. However, 
this doesn’t mean the banks have 
given up the right to recover the loans. 
It also doesn’t mean that banks have 
written off the entire loan, as some 
loans have been taken against security, 
which either can be or already has 
been recovered.

As and when they recover the money, 
it directly adds up to banks’ profits, 
and the provisions also come down by 
that extent.

Govt likely to pledge Rs 
3-trn in loans to MSMEs 
amid Covid-19 outbreak
Business Standard | 28 April 2020

The central government is considering 
a proposal to guarantee as much as Rs 

3 trillion ($39 billion) of loans to small 
businesses as part of a plan to restart 
economy, which is reeling under the 
impact of a 40-day lockdown, people 
with knowledge of the matter said.

Under the proposal, small firms will be 
eligible to borrow an additional 20 per 
cent of their credit limit, the people 
said, asking not to be identified as the 
discussions are private. The extra debt 
will be fully backed by Prime Minister 
Narendra Modi’s administration, the 
people said. The government will 
set up a special fund to pay for any 
defaults, they said.

How global trade will fare 
post-Covid
Business Line | 28 April 2020

Global supply chains supporting 
manufactured products in developed 
countries have taken deep roots over 
the last couple of decades, leveraging 
the lower cost of labour in China and 
other Asian countries.

A typical automobile manufactured 
in the US has, perhaps, the labour 
of love from ten different countries; 
nearly all of iPads and iPhones, the 
quintessential symbols of American 
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technology, are assembled outside 
the US, with significant value of 
components sourced from or 
assembled in China or other Asian 
countries.

Ironically, while global trade, that 
leapt from 52 per cent a decade ago 
to about 60 per cent of global GDP 
in 2019 was widening its reach, at 
the same time, globalisation, as an 
ideological answer to the development 
aspirations of nations and people, has 
been losing its appeal, both at class 
and mass levels.

The World Trade Organisation, which 
was seen as a guarantor of fairplay 
and a perfect architecture to promote 
rule-based trading amongst nations, 
has slipped to ennui, mimicking its 
older siblings of Bretton Woods, all 
being burdened by bureaucracy and 
power play. Regional coalitions, such 
as the RCEP, threaten to erode the 
relevance of the more complex and 
stodgy WTO.

The trade war between the two 
heavyweights of global trade, the 
US and China, has made coercive 
action a preferred tactic and reasoned 
debate an irrelevant exercise in trade 
negotiations. The terms of engagement 
on global trade were already getting 
frayed, and then Covid broke out.

The immediate impact of the 
pandemic is devastating. The WTO 
expects the decline in global trade 
will likely exceed the trade slump 
brought on by the financial crisis of 
2008. World merchandise trade is set 
to plummet by between 13 and 32 
per cent in the current year. Nearly 
all regions will suffer double digit 
declines in trade, with exports from 
North America and Asia being hit the 
hardest.

Predictably, trade is expected 
to fall steeper in complex value 
chains, particularly automobiles and 
electronics.

One of the biggest casualties will 
be the service sector, especially 

aviation, shipping, tourism and the 
like. It would only be the incorrigibly 
adventurous, who would think of an 
overseas holiday, for many months 
from now.

More than the physical loss in global 
trade, the loss of trust and cohesion 
amongst the nations of the world in 
facing the pandemic is perhaps far 
more damaging to the rapid revival 
of global trade and its supporting 
institutions. In particular, China has 
suffered in trust and credibility.

However, global trade is far too 
entrenched to be dislodged quickly. 
Every developed country’s economy 
and the competitiveness of its 
products and services are inexorably 
intertwined with trading with 
other nations. Mistrust will inform 
terms of trade in the short term, 
with consequent turbulence and 
unpredictability, but enlightened 
self-interest will knock out solutions, 
however infirm they might be. Global 
trade will recover in the medium term, 
albeit in a wobbly way. It’s too naive 
to imagine that China will lose its 
pre-eminent position in global trade, 
because of the mistrust generated by 
the pandemic.

China holds 50 per cent of global 
steel capacity, 40 per cent of APIs 
of pharma, and 23 per cent of all 
global exports of electronics, and 
just too many critical links in the 
manufacturing supply chain, none of 
which can be replicated in another 
location in the short term. There will 
simply be no capital available, even if 
there is an intent to create alternative 
sources.

While multilateral institutions will 
remain the preferred institutional 
framework for developing countries 
like India, they will have no 
enthusiastic sponsor amongst powerful 
nations.

India has to carefully chart its 
course on international trade in 
the kaleidoscope of challenges and 
opportunities in the post-Covid world. 

Firstly, it is critical that Indian exporters 
don’t lose their customers, because of 
production constraints precipitated by 
the lockdown. An early and orderly 
resumption of manufacturing activities 
is essential to ensure that business 
is not lost to other prowling Asian 
competitors.

Secondly, Government of India should 
quickly come out with a well-thought-
out strategy to attract investors who 
might be scouting to establish an 
alternative source to China. This could 
take the form of Special Manufacturing 
Zones, but that will not be the only 
route for attracting investments. 
There are cost penalties in locating 
manufacturing in India, that would 
require clever and defensible ways to 
neutralise.

Thirdly, despite the allegations, the 
mistrust, and consequently some 
attempts to shift manufacturing out 
of China, there is little doubt that 
China will emerge stronger, and not 
weaker from the pandemic shock. 
China’s isolation is a fantasy. The 
phenomenal technological lead that 
China has managed to register, its 
strong macroeconomic fundamentals, 
its early lead in the recovery from the 
pandemic and, more relevantly, its 
authoritarian regime will ensure that 
China will continue to stride strongly 
as a global power. India needs to 
craft a careful strategy of engagement 
with China, without endangering our 
sovereignty and independence while 
securing a place in the global supply 
chains. In this context, entry into RCEP 
needs careful reconsideration.

As a counterbalance, India needs 
to consolidate its position in its top 
two export destinations, the US and 
Europe. It would be useful to fast-track 
the stalled India-EU Bilateral Trade 
and Investment Agreement.

Fourthly, India needs to focus on her 
traditional strengths in technology 
services, and emerging opportunities 
such as in pharma and other medical 
services.
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Fifthly, and most importantly, India 
needs to launch on a plan to make 
Indian manufacturing globally 
competitive at the level of each and 
every input — raw material, power, 
logistics, land, labour, interest — that 
will result in compelling reasons to 
source from India. This will require 
massive reforms in critical economic 
activities.

Coronavirus impact: 60% 
firms run at less than 25% 
capacity, says CII
Business Standard| 26 April 2020

Crippled by lack of inputs, funds 
and key information, 60% of firms 
are operating at less than a quarter 
of their full capacity, with just 10 
per cent managing plant utilisation 
at over 50 per cent, a survey 
by the Confederation of Indian 
Industry (CII) shows.

The movement of workers and 
raw materials remain key hurdles 
to resuming businesses despite the 
government allowing major chunks of 
the industry to operate, the survey has 
pointed out.

Post lockdown: Big units 
get ready, MSMEs see 
roadblocks to restart
Business Line | 24 April 2020

Even as Tamil Nadu government 
contemplates partial lifting of 
lockdown, big industrial units are 
ready with a new set of operating 
procedures but MSMEs see many 
bottlenecks in restarting the 
operations.

Industrial units across manufacturing 
corridors such as Sriperumbudur, 
Oragadam and Padi in Chennai and 

Coimbatore are gearing up to restart 
the operations.

However, MSMEs in various clusters 
are struggling as mobilising staff and 
the availability of transport will be key 
bottlenecks.

However, industries in rural areas 
where local labour is involved are 
unlikely to face any big problems. 
As the government has clarified on 
the penal action against company 
owners, it may result in rethinking on 
the part of business owners to restart 
operations as soon as possible.

Manufacturing activity could be 
restarted with 40 per cent utilisation 
levels and it is also essential to open 
up retail to match the demand and 
production cycle.

House panel opposes lay-
off payment for workers 
during natural calamities
Business Standard | 24 April 2020

At a time when the 
novel coronavirus has led to a big 
disruption in the economic activities 
due to a national lockdown, a 
Parliament Standing Committee 
(PSC) has asked the government to 
re-visit a clause in labour laws which 
allow workers to get lay-off 
compensation in case businesses are 
disrupted by a ‘natural calamity’.

The Standing Committee has 
suggested that the government 
allow bigger companies to retrench 
workers, without the need to seek 
official nod from the government 
and asked the government to put a 
cap on the number of times firms 
can renew contract of workers. It has 
further struck down a proposal from 
the government for workers to give a 
14-days notice before going on a strike 
across all the sectors of the economy.

While the government hasn’t declared 
the Covid-19 pandemic as a ‘natural 
calamity’, a labour law expert said the 
Finance Ministry’s order in February, 

permitting companies to revoke ‘force 
majeure’ clause for natural calamity, is 
a big signal that the pandemic can be 
treated as a ‹natural calamity›.

In labour law parlance, there is a 
slight difference between lay-off and 
retrenchment. Lay-off is temporary in 
nature, when workers cannot be given 
work for a temporary period of time, 
as against retrenchment. Lay-off can 
be for multiple reasons. For instance, 
shortage of coal, power or raw 
materials, break-down of machinery 
or natural calamity – factors usually 
beyond the control of workers – under 
the present law.

In India, the Industrial Disputes Act, 
1947 governs the provisions for 
lay-offs which itself is restricted to 
only registered plantation, mines and 
factories – exempting services and 
construction sector, among others 
from within its ambit.Further, the 
lay-off compensation is given only 
in case the size of a firm is 50 or 
more in terms of the workforce. A 
worker, who is on the muster roll of a 
company and has completed 240 days 
of ‘continuous service, is eligible to 
get 50 per cent of wages for 45 days 
as lay-off compensation, under the 
present law.

Though the Union Labour and 
Employment Ministry defended the 
‘natural calamity’ clause, the Standing 
Committee didn’t accept their 
contention.

•	What the Parliament Standing 
Committee has suggested:

•	 Increase threshold for companies to 
retrench without permission to 300 
workers from 100 workers

•	 Remove provision for workers to go 
on strike with a notice of 14 days 
across all sectors; keep it for public 
utilities

•	 Approve or dismiss an application 
for registration of trade unions in 
45 days

•	 Put a cap on number of times 
fixed-term contracts can be 
renewed to make it foolproof
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Fixed-term contract employees to 
be eligible for gratuity after 1 year of 
completion of service.

Fitch further cuts India 
growth forecast to 0.8% 
for FY21
The Sentinel | 23 April 2020

Fitch Ratings has reduced its economic 
growth forecast for India to 0.8 per 
cent for the current fiscal on the 
back of disruptions caused by the 
COVID-19 outbreak. The current 
projection is lower than the two per 
cent growth that the global ratings 
agency had forecasted in early April. 
However, for 2021-22 the economic 
growth forecast has been pegged at 
6.7 per cent. 

According to the latest Global 
Economic Outlook (GEO) which 
has been prepared in response 
to coronavirus-related lockdown 
extensions and incoming data flows, 
Fitch Ratings has made further 
large cuts in India’s and world’s 
GDP forecasts. “World GDP is now 
expected to fall by 3.9 per cent in 
2020, a recession of unprecedented 
depth in the post-war period,” said 
Brian Coulton, Chief Economist at 
Fitch Ratings. “This is twice as large 
as the decline anticipated in our early 
April GEO update and would be twice 
as severe as the 2009 recession.” 

Accordingly, the decline in GDP 
equates to a $2.8 trillion fall in global 
income levels relative to 2019 and 
a loss of $4.5 trillion relative to our 
pre-virus expectations of 2020 global 
GDP. Fitch’s GEO said that no country 
or region has been spared from 
the devastating economic impact 
of the global pandemic. “A notable 
feature of this update is sharp further 
downward revisions to GDP forecasts 
for emerging markets (EM). 

Falling commodity prices, capital 
outflows and more-limited policy 
flexibility are exacerbating the impact 
of domestic virus-containment 
measures; Mexico, Brazil, Russia, 

South Africa and Turkey have all seen 
big GDP forecast adjustments,” the 
GEO said in a statement. “With China 
and India both now expected to see 
sub-1 per cent growth, we expect an 
outright contraction in EM GDP in 
2020, a development unprecedented 
since at least the 1980s. We expect 
supply responses and a relaxation of 
lockdowns to help oil prices to recover 
from current lows, which are being 
exacerbated by storage capacity issues 
in the US and elsewhere.” (IANS).

India ready to fight China 
at WTO, but won’t budge 
on FDI restrictions
Business Line | 21 April 2020

India is ready to face the music at 
the World Trade Organization (WTO) 
if China lodges a complaint against 
the former’s alleged “discriminatory” 
restrictions on Foreign Direct 
Investment (FDI) from the latter, a 
senior official has said.

Beijing had reacted strongly to India’s 
decision to make it mandatory for all 
investments from China, and six other 
countries with which India shares a 
land border, to be routed through the 
government channel. The Centre has 
said the move is necessary to prevent 
hostile takeovers at a time when 
Covid-19 has made Indian entities 
vulnerable.

Since India’s FDI policy ordinarily 
allows foreign investments in a 
large number of sectors to flow 
in automatically, China said the 
additional scrutiny imposed on 
investments from just a handful 
of bordering countries violated 
the WTO’s principle of non-
discrimination, and should be 
withdrawn.

China may not be wrong when it 
says that the FDI restrictions are in 
violation of WTO rules, a Delhi-based 
trade expert told BusinessLine. “The 
principle of non-discrimination in 
GATT (General Agreement on Tariffs 
and Trade) stipulates that a member 

shall not discriminate between like 
products from different trading 
partners. Also, India cannot invoke the 
‘security exception clause’ to justify 
the restrictions as it has clearly stated 
that the measures are to check hostile 
takeovers and, therefore, not for any 
security reasons,” the expert said.

However, India need not worry about 
the WTO at the moment since the 
multilateral forum’s Appellate Body, 
its top-decision making body, is not 
functioning. “While the dysfunctional 
dispute mechanism at the WTO is 
of concern for India and all other 
members, in this particular matter, 
it suits us because we don’t have to 
worry about penalties,” the expert 
added.

The Department for Promotion 
of Industry and Internal Trade’s 
decision to come up with FDI 
restrictions followed submissions 
by investor groups to the Finance 
Ministry proposing that assets such 
as prime land, ports and power 
plants should be protected from 
predatory-buying by China, which 
has managed to protect its stock 
markets from crashing. They had 
sought proper scrutiny of all purchases 
of /investments in Indian assets by 
Chinese state-owned vehicles or 
Chinese proxy state vehicles.

Over 70% of businesses 
expect to shrink this year: 
FICCI survey
The Hindu | 22 April 2020

More than 70% of Indian businesses 
expect COVID-19 to have a high or 
very high impact on them, expecting 
a de-growth or contraction of business 
in the current financial year, according 
to a survey of almost 400 firms 
conducted by industry group FICCI.

A whopping 84% say their cash flows 
have reduced. The outlook for the 
future is grim, with almost 70% of 
businesses saying it will take more 
than nine months for the economy to 
return to normal.
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The survey was carried out over the 
last week in association with Dhruva 
Advisors, and included 380 businesses 
across sectors nationwide. Almost 
70% of firms say that the measures 
announced with the government to 
deal with the crisis are insufficient, 
while only 7% say they are satisfied.

When asked what help they expected 
from the government, 44% said tax 
relief and incentives were the need of 
the hour.

About a third of firms demanded 
measures to ease the compliance 
burden and to create demand. Almost 
30% asked for a moratorium on loan 
repayment and interest payouts.

UP mulls package for 
investors relocating 
from China
Financial Express| 17 April 2020

In an effort to attract investors pulling 
out of China after the outbreak of 
COVID-19, Uttar Pradesh government 
has started formulating policies to 
encourage such investors to relocate 
in the state. The idea, mooted by chief 
minister Yogi Adityanath, is a step to 
revive the pandemic-hit economy of 
the state.

The special package, which could be 
offered to such companies, would be 
in addition to the existing incentives 
already in place to attract private 
sector investments.

The chief minister has asked the 
minister for industrial development, 

Satish Mahana, and minister in charge 
of MSMEs Sidharth Nath Singh to 
chalk out ways in which the state 
can woo the industries moving out of 
China. He has also asked them to tap 
the embassies of various countries and 
talk to the ambassadors in this regard.

Exporters say RBI steps 
to help small units, but 
bigger revival package 
needed
Business Line | 17 April 2020

Exporters said the RBI’s decision 
to relax bad loan classification and 
provide refinance facility would help 
the sector to some extent, especially 
the smaller units, but a comprehensive 
economic package with enhanced 
sops was required to help them 
survive the “unprecedented’’ 
challenge posed by the worldwide 
Covid-19 lockdown.

“Under these circumstances (of global 
lockdown), the merchandise exporters 
face the gravest of threats and would 
need a special package from the 
RBI and the government. Exports, 
at this point of time, are strategic to 
our economic security,” said Ravi 
Sehgal from the Engineering Exports 
Promotion Council of India.

Sehgal pointed out that as China 
was recovering from the impact of 
the pandemic, it would flood the 
desperate global markets with essential 
supplies. “India needs to have a 
specific strategy which should ride on 
empowering exporters to deal with 
this unprecedented challenge,” he 
said.

According to World Trade 
Organisation estimates, world trade is 
likely to decline by 13-32 per cent in 
2020 due to the Covid-19 crisis.

India’s exports plummeted 34.57 per 
cent to $21.41 billion in March 2020 
compared to the same month last 
year as the spread of Covid-19 across 
countries disrupted production and 

supply chains. It is expected to fall 
further in April with a large number 
of buyers cancelling orders when 
production stopped in the country 
due to the lockdown implemented on 
March 25.

Exporters’ body FIEO stressed that 
exporters’ interest should be given 
priority in the economic package 
being formulated by the government 
as they were the worst sufferers facing 
challenges both at the domestic turf 
and in the global market.

Extension of pre- and post-shipment 
credit tenure, interest equalisation 
scheme, interest-free loan to 
cover forward losses, automatic 
enhancement of limit by 25 per cent 
without further condition/collaterals, 
enhancement in MEIS rate by 2 per 
cent for all sectors and 4 per cent 
for employment intensive sectors 
and amnesty for the default under 
Advance/EPCG authorization/EOU 
are some of the benefits that should 
be offered, pointed out FIEO chief SK 
Saraf.

Govt seeks industry views 
on how to bring workforce 
back
Business Standard | 16 April 2020

The Union government has sought 
views of the industry in formulating 
a plan to get the workforce back to 
factories, as the economic activities 
will begin to re-start in a phased 
manner from April 20.

According to sources, Labour and 
Employment Secretary Heeralal 
Samariya reached out to industry 
executives, a day after the Home 
Ministry’s revised lockdown guidelines 
for the period between April 15 and 
May 3 were made public.

The national lockdown, first imposed 
on March 25, has trigged reverse 
migration of workers but those who 
couldn’t go back to their villages are 
staying in shelter camps set in various 
states. There are around 1.4 million 
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workers residing in 26,476 relief 
camps in various states. Around 1 
million migrant workers have already 
gone back to their villages, either by 
some mode of transportation or on 
foot.

According to the Home Ministry’s 
guidelines, industries operating 
in semi-urban or rural areas, 
manufacturing units in special 
economic zones and expert-oriented 
units will be allowed to resume 
operations from April 20, provided 
they follow hygiene and adequate 
social distancing practices at the 
workplace.

One-fourth of MSMEs will 
shut shop, warn experts
The New Indian Express| 15 April 2020

The 19-day lockdown extension 
may choke thousands of MSMEs, 
which account for a quarter of India’s 
$2.9-trillion economy and employing 
over 50 crore workers. Experts warn 
that one-fourth of the 6.9 crore 
MSMEs may perish with exporters 
taking the biggest hit.“We believe 25% 
MSMEs will close permanently,” said D 
K Aggarwal, president, PHDCCI.

According to Sharad Kumar Saraf, 
president, Federation of Indian Export 
Organisations, MSME exporters have 
no liquidity to pay wages for April. 
“The start of selective manufacturing 
will be a long-drawn battle due to the 
unavailability of labour, raw material 
and transport,” said Saraf, adding that 
exporters will be hit in the absence 
of an effective and sizeable financial 
package.

FIEO has demanded a comprehensive 
package that will include interest-free 
credit to cover six months of wages, 
rental, utilities along with a six-month 

loan moratorium for exporters. With 
over 50% export orders getting 
cancelled worldwide, 15 million 
jobs in export units are likely to be 
affected, FIEO warned.

Sources said commerce minister 
Piyush Goyal is in talks with the 
finance ministry to inject funds 
through various measures to help 
these companies stabilise their 
operations over the next few months. 

FM participates in G20 
Finance Ministers’ virtual 
meeting
Business Line | 15  April 2020

Finance Minister Nirmala Sitharaman 
shared with G20 Finance Ministers the 
policy measures undertaken by the 
Government and RBI to support the 
poor, vulnerable and various sectors of 
the Indian economy to tide over the 
COVID-19 induced crisis.

Participating in the virtual session of 
the 2nd G20 Finance Ministers and 
Central Bank Governors meeting 
under Saudi Arabian presidency, 
Sitharaman said that so far within a 
couple of weeks India has disbursed 
financial assistance amounting to $ 
3.9 billion to more than 320 million, 
with a special focus on direct benefit 
transfer through digital technology so 
that the exposure of beneficiaries to 
public places is minimised.

India is now reaping the benefits of 
the far-sighted measures of financial 
inclusion reforms, she added.

She also said that the monetary policy 
measures taken by the government, 

the RBI and other regulators have 
helped de-freeze the market and 
catalyse credit flows.

These measures include liquidity 
support of $50 billion, regulatory 
and supervisory measures for credit 
rating, relief in debt servicing through 
moratoriums in instalments of term 
loans, eased working capital financing 
and deferred interest payments on 
such financing.

Exporters say overseas 
orders may re-start if 
production is allowed 
during lockdown 
extension
Business Line | 14 April 2020

Exporters have said that expanding the 
list of economic activities during the 
extended lockdown period, including 
allowing manufacturing for exports, 
as proposed by the Commerce & 
Industry Ministry, will help them 
execute whatever little orders 
remained after huge cancellations over 
the last two months and may slowly 
improve the situation.

Department for Promotion of Industry 
and Internal Trade (DPIIT) Secretary 
Guruprasad Mohapatra recently 
sent a letter to Home Secretary Ajay 
Bhalla proposing that if the on-going 
lockdown to contain Covid-19 is 
extended beyond April 15, those 
companies and MSMEs with export 
commitments be allowed to operate 
with minimal manpower and 
necessary movement of material.

It also suggested that sixteen sectors, 
which includes telecom equipment, 
gems & jewellery, steel and ferrous 
alloy, automotive units, defence 
manufacturing and all units in Special 
Economic Zones (SEZs) and Export 
Oriented Units (EOUs), be allowed to 
operate adhering to safety, sanitisation 
and distancing norms.

India’s goods exports declined 1.5 
per cent to $292.91 billion in April-
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February 2020 compared to last 
year. Exports increased marginally in 
February 2020, but are expected to 
fall in March 2020 because of the 
breakdown in production, supply and 
payments.

Up to 4% interest relief 
part of Govt’s fresh 
export package
Financial Express | 14 April 2020

Exporters struggling to cope with the 
negative fallout of the COVID-19 
outbreak are in for relief, as the 
government is considering a raft of 
proposals — including extending a 
2-4% interest subsidy on soft loans 
to them, expanding the interest 
equalisation scheme and allowing 
large companies and those in special 
economic zones (SEZs) to resume 
manufacturing in a staggered manner.

If finally approved, a new interest 
subsidy scheme could cost the 
government up to Rs 3,000 crore in 
FY21, depending on the actual loan 
disbursement, on top of the Rs 2,300 
crore allocated for the equalisation 
scheme in the Budget for this fiscal. 
The interest equalisation scheme 
usually allows manufacturing and 
merchant exporters an interest subsidy 
of 3% on pre-and-post-shipment 
rupee credit for exports of 416 
products (tariff lines). Exporters are 
estimated to have received Rs 2,868 
crore under the equalisation scheme 
in FY20.

The Federation of Indian Export 
Organisations (FIEO) has already 
warned of 15 million job losses due 
to the pandemic if the government 
doesn’t step in swiftly with a relief 
package.

Exporters have already warned of a 
massive plunge in outbound shipments 
in FY21, as global supply chain has 
been hit hard, cargo movement has 
been affected, shipping lines altered 
and warehouse capacity stretched 
following the COVID-19 outbreak. 
More than a third of the export orders 

have already been cancelled. Up 
to February last fiscal, overall goods 
exports contracted by 1.5% year-on-
year to $293 billion. Analysts now 
say goods exports in FY20 may drop 
to $315 billion or less, against $330 
billion in the previous year.

To help exporters, the commerce 
ministry has already extended the 
validity of the foreign trade policy for 
2015-20 by a year through March 
2021. The extension will enable 
exporters to continue to get incentives 
under existing programmes — 
including the Merchandise Exports 
From India Scheme (MEIS), interest 
equalisation scheme and transport 
subsidy scheme (for farm exports) — 
without disruption for one more year.

The ministry has extended the 
validity period of the Status Holder 
Certificates. It has also provided 
exemption from the payment of 
IGST and compensation cess on 
the imports made under Advance/
EPCG authorisations and by export-
oriented units by up to March 2021. 
The validity period for making imports 
under various duty-free import 
authorizations expiring between 
February 1 and July 31 has been 
allowed automatic extension for 
another six months from the date 
of expiry. Last dates for applying for 
various duty credit Scrips (MEIS/SEIS/
ROSCTL) and other authorisations, 
too, have been extended.

SEZs urges govt to permit 
sale of goods in domestic 
mkt at discounted import 
duty
Business Line | 13 April 2020

Exporters body for special economic 
zones EPCES urged the commerce 
ministry to allow units to sell goods at 
discounted import duty rates in the 
domestic market as the lockdown and 
cancellation of orders may impact 
jobs.

SEZs are treated as foreign territory 
in terms of customs laws. They 

are developed as exclusive export 
zones. Selling of goods by these 
manufacturing units in the domestic 
market or outside these zones are 
treated as imports and therefore the 
units have to pay full import duty.

“In this crisis time, we have asked the 
commerce ministry that SEZs may be 
permitted for sale of their product in 
domestic market on discounted rate 
of basic customs duty, at least for one 
year. This will help them to utilise their 
capacity and required to save their 
employees and meet break even,” 
Export Promotion Council for SEZs 
and EOUs Vice-Chairman Bhuvnesh 
Seth said.

He said that in the lockdown, the 
council has also urged for permission 
to resume work with minimum staff 
to execute export orders as exporters 
will lose clients to China or other Asian 
countries.

Seth said that due to the lockdown 
and huge cancellation of export 
orders, “employment retrenchment 
will be around 50 per cent“.

He added that liquidity crunch will 
not allow the zones to pay salaries for 
April.

The export oriented units and SEZs are 
providing direct employment to more 
than 25 lakh person and has attracted 
an investments of more than Rs 5.50 
lakh crore, he said.

“It has contributed Rs 7.87 lakh crore 
to India’s export basket which is one-
third of total national exports,” he 
added.

NBFCs to face liquidity 
pressure on lack of clarity 
on RBI’s moratorium, 
poor collection: Crisil
The Indian Express | 11 April 2020 

Non-banking finance companies are 
likely to face liquidity challenges due 
to lack of clarity on the applicability 
of the Reserve Bank’s moratorium on 
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their bank loans and poor collection 
due to the nationwide lockdown, says 
a report.

According to a report by rating agency 
Crisil, Non-banking finance companies 
(NBFCs) face a double whammy 
because they are offering moratorium 
to customers despite not getting one 
themselves from their lender-banks.

“Given the challenges in access to 
fresh funding, and presuming nil 
collections, a number of NBFCs will 
face liquidity challenges if they do 
not get a moratorium on servicing 
their own bank loans and are forced 
to meet all debt obligations on 
time,” rating agency’s senior director 
Krishnan Sitaraman said in a report.

In order to tide over any liquidity 
stress caused by the impact 
of coronavirus, RBI had announced a 
relief package which included a three-
month moratorium on payment of all 
term loans outstanding as on March 1, 
2020.

Credit growth likely to 
remain modest, says RBI
Business Standard | 10 April 2020 

With the Covid-19 pandemic posing 
huge risks for the Indian economy, 
the credit growth is likely to remain 
modest, reflecting weak demand 
and risk aversion, said the Reserve 
Bank of India (RBI) in its monetary 
policy (MPC) report.

“Better transmission of monetary 
policy impulses to the credit market 
would remain a priority,” the RBI said.

Credit offtake in the economy has 
been fairly slow with non-food credit 
growing at 6.1 per cent in FY20 (up to 
March 13), compared to 14.4 per cent 
growth in the same period last fiscal 
year.

According to RBI, the slowdown 
in credit growth was spread across all 
banks, especially those in the private 
sector. However, in the recent period 
(December 2019-March 2020), the 
public sector banks (PSBs) have seen a 
slight uptick in credit offtake.

The data shows that of the incremental 
credit extended by scheduled 
commercial banks (SCBs) during the 
year (March 15, 2019 to March 13, 
2020), 62.6 per cent was provided 
by private sector banks, 36.6 per 
cent by PSBs, and 0.8 per cent by 
foreign banks.

The report says banks’ investment 
in commercial papers (CPs), bonds, 
debentures, and shares of public and 
private corporates, which is a part 
of non-SLR (statutory liquidity ratio) 
investment, has gone down in the 
second half of FY20 (up to March 
13) than a year ago because of lower 
investments, resulting non-food credit 
growth being lower.

“The credit growth will be in the range 
of 6 per cent in FY21, largely based 

on expectations of incremental credit 
growth of around Rs 6 trillion. The 
demand from corporates for credit 
will remain muted as expansion will 
get deferred. On the working capital 
cycle, there is a demand for working 
capital loans to tide over liquidity 
issues but destocking is expected 
to pull down the demand for those 
loans. Retail segment is also likely to 
remain conservative to borrow and 
spend amid concerns of job losses and 
possibly salary cuts,” said Anil Gupta, 
vice-president (financial sector ratings) 
ICRA.

On the supply side, certain private 
banks are seeing liability side 
pressures. And in the absence of 
liability growth, their ability to grow 
credit remains a challenge. PSBs have 
not received any capital this year, 
which will constrain their ability to 
push growth considerably, he added.

Meanwhile, the government reduced 
interest rate on small savings scheme 
in the range of 70-140 basis points for 
Q1FY21, broadly aligning the rates 
on small savings with the prescribed 
formula-based administered interest 
rates on small savings. “This augurs 
well for monetary transmission going 
forward,” the RBI said.

Boost infra projects to 
kickstart the economy
Financial Express | 10 April 2020 

The Indian economy is going through 
one of the most difficult phases in 
the post-liberalisation era. Economic 
growth in the third quarter for 
the previous financial year (FY20) 
slipped to a low of 4.7%. The impact 
of Covid-19, one fears, will bring 
down GDP growth to near 2-3% 
levels. The manufacturing sector in 
the third quarter contracted 0.2%, 
while agriculture grew 3.5%, and 
construction 0.3%. Growth has taken 
a hit from the lockdown due to 
Covid-19. There is no denying that the 
lockdown was the need of the hour. 
However, it is equally important that 
the economy receives an immediate 

Alkali Bulletin April 2020 | 20



boost in the right direction with timely 
decisions to generate not just urgent, 
but widespread employment, and that 
too on a priority basis.

Covid-19 forced the country to 
resort to complete lockdown for 21 
days, causing economic activities 
to nosedive. India, a developing 
economy, needs financial packages 
that are being considered, but the 
impact of these will be short term. Any 
financial package will be truly useful 
only if parallel steps are also taken to 
re-trigger the economy. The need is to 
create a demand in the market. The 
best option would be the one that 
brings income to many sectors, and 
without any loss of time.

The top priority must be infrastructure-
rail construction, roads, shift to pre-
cast technology for buildings. In rural 
India, the target must be for every 
village to have concrete cemented 
roads, drains, sewage, piped drinking 
water, good public buildings, and 
housing. The health infrastructure 
must also be added to by way of 
repair and updation of equipment. 
Pre-cast shift is the need of the day 
in the construction sector. Neither 
will this shift levy an environmental 
cost, nor will it cause air pollution. 
Further, it will give a boost to a chain 
of industries across the country. 
Not only national highways but also 
the Pradhan Mantri Sadak Yojana 
(PMGSY), and the Centre and 
State finance commission funds for 
local bodies, both urban and rural, 
converged with MGNREGA, will 
trigger economic growth. Incidentally, 
earmarked funds are available. The 
need is to release these on top priority.

For any nation to grow on a sound 
footing, and to continue to be a 
developing economy, what is crucial 
is strong GDP growth-ideally, for 
India, a double-digit growth-to trigger 
manufacturing, research, and quality 
services. Today, the continuous 
decline in the rate of GDP growth 
is a matter of grave concern. The 
priority of the government must be to 

focus on sectors that will contribute 
to an immediate and sustainable 
uptick in GDP growth. Allowing the 
infrastructure sector to restart will 
immediately put money in the hands 
of labour, will revive the material 
market and the machinery use. Steel, 
stainless steel, cement, sand, and 
transport and logistics industries will 
get a boost. Money in hand will trigger 
demand for fast-moving consumer 
goods (FMCG) and thus have a 
ripple effect. Social protection is a 
supplement, but it cannot be the only 
intervention to boost the economy 
and to bring it back on track.

This is the time to ensure that the 
fiscal deficit is not the guiding factor; 
expenditure needs to be incurred 
that will boost the economy in both 
the short-term and the long run. The 
need is to think quickly and big, 
and not to be guided by hackneyed 
economic policies. This is the time to 
shift to the principle that the more the 
government spends, the more it earns. 
Infrastructure success will bring in 
more taxes by use of fuel, and mining 
royalty and, therefore, boost GDP.

If course correction is not done, or if 
it is delayed, it will have a negative 
impact and result in no new job 
creations, further job losses, low 
spending, dip in manufacturing, 
low borrowings, and thus, low GDP 
growth and increased dependence on 
social protection measures.

Exporters seek cheaper 
credit, more incentives
Business Line | 10 April 2020 

Exporters’ body, the Federation of 
Indian Export Organisations (FIEO), 
has turned to Prime Minister Narendra 
Modi for financial help, including 
cheaper credit and increased 
incentives, to support distressed units 
facing cancellation of more than 50 
per cent of orders due to Covid-19 
disruptions worldwide.

Exporters made a case for interest-
free working capital term loan and 

allotment of ` 30,000 crore to 
exporting companies to ease working 
capital liquidity issues. The loan 
amount should cover six months’ gross 
salary and wages, rent and electricity 
charges and should not involve 
additional collateral or paperwork.

For labour-intensive units under 
immense pressure to pay wages in 
the absence of production, FIEO has 
proposed a three-month waiver on 
EPF and ESIC payment.

FIEO further proposed that on the 
lines of China, which has already 
provided 3 per cent additional export 
tax rebate on exports in March, all 
exporters should be given additional 
2 per cent under the Merchandise 
Export from India Scheme (MEIS). 
Labour-intensive sectors should be 
provided additional 4 per cent MEIS 
on exports up to March 31, 2021.

India’s exports in the April-February 
2019-20 period was 1.5 per cent 
lower to $292.91 billion, although in 
February this year, it was marginally 
higher than the same month last year.

Industrial output grows 
4.5 pc in February; 
highest in 7 months
Millennium Post 10 April 2020

India’s industrial production grew at 
the fastest pace in seven months at 
4.5 per cent during February, mainly 
on account of uptick in mining 
and manufacturing activity as well 
as power generation, official data 
showed. Factory output, as measured 
in terms of the Index of Industrial 
Production (IIP), had recorded a 
growth of 0.2 per cent in February 
2019. It had registered a growth of 4.9 
per cent in July 2019. The production 
contracted by 1.4 per cent in August, 
4.6 in September and 6.6 per cent 
in October last year. It grew 2.1 per 
cent in November and 0.1 per cent in 
December 2019 and 2.1 per cent in 
January 2020.
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Last month, provisional data showed 
IIP growth of 2 per cent in January, 
2020. According to a data by the 
National Statistical Office (NSO), the 
manufacturing sector output grew 
at a rate of 3.2 per cent in February 
compared to a contraction of 0.3 per 
cent in the same month a year ago. 
Electricity generation increased by 8.1 
per cent as against a growth of 1.3 
per cent in February 2019. Mining 
sector output surged by 10 per cent 
compared to a growth of 2.2 per cent 
earlier.

The IIP growth during April-February 
period of the last fiscal decelerated 
to 0.9 per cent from 4 per cent 
expansion in the same period of 
2018-19. The data for February 
showed that production of capital 
goods, a barometer of investment, 
shrunk by 9.7 per cent as compared 
to a contraction of 9.3 per cent in the 
corresponding month of the previous 
year. As per use-based classification, 
primary good registered a growth 
of 7.4 per cent, intermediate goods 
22.4 per cent, and infrastructure/
construction goods 0.1 per cent in 
February 2020 as against the same 
period a year ago.

The consumer durables output fell 
6.4 per cent, while non-durables 
remained flat. In terms of industries, 
13 out of 23 industry groups in the 
manufacturing sector have shown 
positive growth in February 2020. The 
industry group ‘Manufacture of basic 
metals’ has shown the highest positive 
growth of 18.2 per cent followed 
by 8.0 per cent in ‘Manufacture of 
chemicals and chemical products’ 
and in ‘Manufacture of other non-
metallic mineral products’, as per the 
data. On the other hand, the industry 
group ‘Manufacture of motor vehicles, 
trailers and semi-trailers’ has shown 
the highest negative growth of (-) 
15.6 per cent followed by (-) 14.8 
per cent in Manufacture of computer, 
electronic and optical products’, and 
(-) 9.9 per cent in Manufacture of 
fabricated metal products, except 
machinery and equipment.

Higher air pollution could 
increase Covid death rate
Hindustan Times | 9 April 2020

Air pollution is likely to be a major 
risk factor in coronavirus disease 
(Covid-19) mortality, scientists have 
contended -- a finding that could have 
serious implications for India.

Prolonged exposure to air pollution 
leads to a chronic inflammatory 
response even among the young and 
healthy, which makes people living 
in polluted areas more susceptible 
to developing chronic respiratory 
conditions. This is borne out by 
the high Covid-19-related death 
rates in northern Italy compared to 
the rest of the country, according 
to environmental scientists and 
physicians in Italy.

And an analysis by Harvard 
University’s TH Chan School of Public 
Health, published in MedRxiv, a pre-
print journal for health sciences, on 
April 5, of 3,080 counties in the US, 
an increase of only 1 microgram per 
cubic metre in PM 2.5 (particulate 
matter with a diameter measuring 2.5 
micrometres or less) concentrations 
is associated with a 15% increase in 
Covid-19 deaths.

The US’s annual PM 2.5 average is 
around 9.9 micrograms per cubic 
metre (meets the World Health 
Organization’s annual air quality 
guideline of 10 micrograms per cubic 
metre) whereas India’s annual average 
PM 2.5 concentration was more than 
80 micrograms per cubic metres in 
2017, according to an Indian Council 
of Medical Research (ICMR) study, 
indicating that Indians’ exposure to 
polluted air is about eight times higher.

“Their analysis is robust. We need to 
estimate the same for India as it is not 
possible to extrapolate the impact at 
high pollution level linearly. Covid 
mortality rate also depends on pre-
existing conditions (like diabetes, heart 
problems). So, the Indian context 

may be completely different. As of 
now we may not have enough Covid 
cases to perform the analysis and get 
the statistically significant result,” said 
Sagnik Dey, associate professor at 
the Centre for Atmospheric Sciences, 
Indian Institute of Technology-Delhi.

In another paper titled “Can 
atmospheric pollution be considered 
a co-factor in extremely high-level 
of Sars-CoV-2 lethality in Northern 
Italy?” published in Elsevier’s journal 
of Environmental Pollution on April 
4, scientists said that the mortality 
was 12% in Lombardy and Emilia 
Romagna, compared to 4.5% in 
the rest of the country. This region 
is one of Europe’s most polluted 
based on data from the Ozone 
Monitoring Instrument on the National 
Aeronautics and Space Administration 
(Nasa)’s Aura satellite.

The data indicates that there is 
stagnation of pollutants in the 
region because of geographical and 
climatic factors. A review of the air 
quality index (AQI), based on the 
concentrations of particulate matter 
and other gases, is also the worst in 
this region in Italy.

The paper concluded that pollution 
impairs the first line of defence of the 
upper airways called cilia (microscopic 
hair-like structures or organelles) 
which is why people in polluted areas 
are more likely to develop chronic 
respiratory conditions due to an 
infective agent like Sars-CoV-2.

This was seen during the severe acute 
respiratory syndrome (Sars) outbreak 
in 2002 too. A study by scientists of 
the Fielding School of Public Health 
analysed five regions with 100 or 
more Sars cases which showed that 
the fatality rate increased with the 
increment in AQI or air pollution 
levels. Moderate AQIs had an 84% 
increased risk of dying from Sars 
compared to those from regions with 
lower AQI.
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Goldman Sachs cuts India 
GDP estimate to 1.6%
Business Line | 9 April 2020 

Goldman Sachs has made the steepest 
revision to its forecast of India’s GDP 
for financial year 2021 to 1.6 per 
cent from 3.3 percent previously. The 
GDP of India would be slower than 
what India experienced in 1970s, 
1980s and 2009, all the years when 
economy contracted significantly, 
Goldman Sachs said.

The global research house has cut 
global GDP growth to negative -1.8 
per cent, which is a sharp over 5 
per cent downward revision since its 
estimates made in the the beginning of 
the year.

Govt unlikely to grant any 
package for industry to 
pay workers’ salaries
Business Standard | 9 April 2020 

Lack of fiscal space will pose a big 
hurdle for the Centre to announce 
grants for industries to pay wages of 
employees unable to work due to 

the coronavirus (Covid-19) pandemic, 
according to multiple people in the 
know.

In the past few days, industry 
representatives have had meetings 
with top government officials to 
deliberate upon an economic 
package, said sources.

“The government lacks the fiscal 
space. It will not be feasible to give 
grants to the industry to take care of 
its wage bills,” one of the two persons 
said.

The government has set up an 
empowered group of officials, 
led by Economic Affairs Secretary 
Atanu Chakraborty, to finalise 
recommendations on economic and 
welfare measures. The committee has 
taken inputs from the industry, said 
sources.

The fiscal deficit of the Centre for 
2019-20 (FY20) has already surpassed 
the Revised Estimates (RE) by 35 
per cent till February 2019. The RE 
was higher at 3.8 per cent of gross 
domestic product (GDP), against the 
Budget Estimate of 3.3 per cent.

For the current fiscal year, the 
government has pegged the deficit at 
3.5 per cent of GDP, whereas the fiscal 
consolidation road map had pegged 
it at 3 per cent. The government 
has taken the escape clause of 0.5 
percentage points for both FY20 and 
2020-21.

The country’s sovereign ratings are 
at the lowest investment grade by 
Standard & Poor’s and Fitch. Moody’s 
assigned India a notch above the 
lowest investment grade.

Some countries have announced 
financing the wage bill of industries 
to avert job losses in the economy 
through grants. For instance, 
the UK announced a bailout 
package for businesses worth €350 
billion, under which the country 
would be financing 80 per cent 
of salary of workers earning wages of 
up to € 2,500 a month.

400 million Indians at risk 
of sinking into poverty: 
UN report
Business Standard | 9 April 2020 

Around 400 million Indians 
are at a risk of slipping into 
poverty due to a “stringent” 
nationwide lockdown implemented 
to control coronavirus, International 
Labour Organisation (ILO) said in a 
recently released report.

“In India, Nigeria and Brazil, 
the number of workers in the 
informal economy affected by 
the lockdown and other containment 
measures is substantial. In India, with a 
share of almost 90 per cent of people 
working in the informal economy, 
about 400 million workers are at risk 
of falling deeper into poverty during 
the crisis,” the ILO said in its report on 
‘COVID-19 and the world of work’.

It noted that India’s current 
lockdown measures were at the 
high end of an index produced by 
the University of Oxford, known as 
COVID-10 Government Response 
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Stringency Index, which has impacted 
informal sector workers “significantly, 
forcing many of them to return to rural 
areas.”

In fact, using the University of 
Oxford’s index, the ILO plotted a 
chart to show how India has put more 
informal workers under lockdown 
than its neighbour Pakistan and other 
countries such as Brazil and China.

ILO noted that lockdowns and related 
business disruptions have had sudden 
and drastic impacts on workers and 
enterprises.

“ILO estimates show that workplace 
closures have increased so rapidly in 
recent weeks that 81 per cent of the 
global workforce lives in countries 
with mandatory or recommended 
closures,” the ILO said.

The ILO estimates that the pandemic 
is expected to take away 195 million 
full-time jobs across the world. It 
said the employment losses are rising 
rapidly across the globe and described 
it as “the most severe crisis since the 
Second World War.”

The sectors considered at high risk 
of disruption, according to the ILO, 
are accommodation and food service 
activities; manufacturing; real estate, 
business and administrative activities; 
and wholesale and retail trade, repair 
of motor vehicles and motorcycles. 

India had announced a 21-
day national lockdown beginning 
March 25 with a complete ban 
on public transportation and on 
movement of people outside their 
homes, except for essential services. 
The lockdown was announced by 
Prime Minister Narendra Modi, giving 
a four-hour notice on March 24.

In India, empirical evidences suggest 
that the unemployment rate, which 
was at a 45-year-high of 6.1 per cent 
in 2017-18, is already soaring. Though 
the official data is yet to be released, 
the Centre for Monitoring Indian 
Economy, a private agency which 

conducts regular job surveys, said 
that the unemployment rate touched 
at 23.4 per cent for the week ended 
April 5. The sample size was, however, 
low at 9,429 as conducting physical 
surveys became a challenge during the 
lockdown.

The lockdown led a reverse migration 
with workers leaving cities back 
to their villages as industries were 
shut and paying off house rent or 
taking care of basic needs became a 
challenge, apart from health concerns. 
According to official estimates, 
500,000-600,000 workers had to 
walk back home on foot as public 
transportation was not available to 
them. They travelled miles on foot 
to reach their villages. Hundreds of 
thousands migrant workers are still 
living in shelter homes set up by 
various state governments in India, 
while the rest are under quarantine 
facility before they are allowed to 
meet their families.

According to the ILO, around two 
billion people work informally around 
the globe, most of them in emerging 
and developing countries. According 
to this estimate, India accounts for 20 
per cent of all the informal workers 
around the globe.

Can’t miss peak April-
June season due to 
coronavirus: Exporters to 
Centre
Business Standard | 9 April 2020 

Industry bodies have unanimously 
cautioned against extending the 
lockdown owing to coronavirus, 
arguing that without adequate relief, 
exports will exponentially accumulate 
losses and cede market share to 
others.

National-level exporters’ bodies 
representing engineering goods, 
apparel, and electronics, among 
others, have written to the commerce 
department over the past two days.

They stressed manufacturing units 
needed to be quickly reopened so 
that the crucial April-June export 
season could be taken advantage of, 
sources said. “At a time when China is 
restarting factories and is eager to clear 
excess inventories, Indian exports 
need to be able to fulfil foreign orders 
that haven’t yet been cancelled or 
postponed,” said a senior functionary 
of the Confederation of Indian 
Industry (CII).

The industry body has supported 
creating and maintaining quarantined 
zones in key industrial areas 
and special economic zones to 
keep manufacturing going. “This is 
the peak time for global trade and 
whereas domestic markets do have 
some protection, the world markets 
are open for domination by other 
countries. India cannot lose out 
on that,” said Engineering Export 
Promotion Council (EEPC) India 
Chairman Ravi Sehgal.

Engineering products account for 
25 per cent of India’s merchandise 
exports. Of the top 25 markets, 
accounting for over 75 per cent of 
Indian engineering exports, most of 
the major destinations are in a state of 
lockdown or stringent restrictions, the 
EEPC India has pointed out.

These include the top three 
destinations — the US, the UAE, 
and Germany — apart from the UK, 
Bangladesh, Mexico, and Singapore, 
the body said. “March shipments have 
all been disrupted. Buyers overseas 
can be convinced and held back for 
a month or so but not beyond that. 
In case India is out of production for 
the world market this month, it will 
be out of the overseas buyer’s plans 
for the whole of 2020,” Sehgal added. 
“We expect contraction in March. 
With major economies continuing 
to see sharp rise in corona cases, the 
cumulative fall in demand would 
spill over into April, causing a bigger 
contraction,” said Ajay Sahai, director 
general of the Federation of Indian 
Export Organisations (FIEO).
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According to the FIEO, more than 30 
per cent of the export orders are stuck.

According to ratings agency ICRA, 
apparel exports are witnessing 
significant turbulence and vast 
shipments set to hit European and 
US markets for the ongoing Spring-
Summer Season 2020 are likely 
to suffer a major setback. Overall, 
the industry is facing a major 
liquidity squeeze with few financing 
options left and dues from buyers 
accumulating. To reduce the cost 
of imports, Confederation of Indian 
Textiles Industry Chairman T Rajkumar 
has suggested all raw materials, dyes 
and chemicals, intermediaries, spares, 
and accessories be exempted from 
anti-dumping duty and basic customs 
duty.

Economy to contract 4.5% 
in fourth quarter, says 
ICRA
The Hindu | 8 April 2020 

The Indian economy is likely to 
witness a sharp contraction of 4.5% 
during Q4FY20 and is expected to 
recover gradually to post a GDP 
growth of just 2% in FY21, rating 
agency ICRA said.

ICRA said it reduced the growth 
forecast due to the nationwide 
lockdown imposed in the backdrop of 
the COVID-19 pandemic.

“Concerns have morphed from the 
impact of imports from China on 
domestic supply chains into domestic 
and external demand shock, with 
social distancing and lockdowns 
leading to production shutdowns and 
job losses in some sectors,” ICRA said. 
Sectors that will be impacted the most 
are aviation, hotels, restaurants and 
tourism, auto dealerships, ceramic 
tiles, gems and jewellery, retail, 
shipping, ports and port services, 
seafood and poultry and microfinance 
institutions.

States want to tap 
Consolidated Sinking 
Fund; use Construction 
Cess Fund for all workers
Business Line | 8 April 2020 

The States want the Centre to 
relax norms regarding using money 
accumulated in funds such as 
Consolidated Sinking Fund (CSF) and 
the Building and Other Construction 
Workers’ Welfare Cess Fund 
(BoCWWCF).

According to an RBI Bulletin, the 
CSF has over ` 1.25 lakh crore as 
on December 31, 2019. Similarly, 
according to a Parliamentary question, 
all the States and Union Territories 
together collected nearly Rs. 31,000 
crore under BoCWWCF till March 31, 
2019.

States are looking for all possible 
means to collect resources as their 
revenue sources have been drying 
up and there is no possibility of 
much improvement in the situation 
at least in the first six months (April-
September) of the current fiscal. 
West Bengal Finance Minister Amit 
Mitra has been repeatedly writing 
to the Union Finance Minister 
Nirmala Sitharaman to allow the 
use of accumulated interest on the 
Consolidated Sinking Fund. Deputy 
Chief Minister and Finance Minister of 
Bihar, Sushil Modi, advocated use of 
not just the Consolidated Sinking Fund 
but also urged to change the norm for 
use of BoCWWCF.

The Building and Other Construction 
Workers (Regulation of Employment 
and Conditions of Services) Act, 1996 
prescribes use of cess collected only 
for the welfare of building and other 
construction workers. Here the big 
issue is that number of registered 
workers is much less as compared to 
the actually employed, putting large 
chunk of money unutilised. “We 
feel that law could be amended to 
allow use of fund not just for building 

and construction workers but other 
workers,” Modi said while adding 
that daily wage workers across all the 
activities have been affected and need 
support.

DK Pant, Chief Economist with India 
Ratings and Research, said CSF is 
mainly for amortisation of debt. 
This is one of the buffers available 
to State governments for servicing 
their liabilities. It is a fund through 
which some financial discipline is 
being insured. However, “at the time 
when States’ revenues are choked 
because of very low level of economic 
activities, this can be a stop-gap 
arrangement till the time economic 
activities are backed to normal,” he 
said.

CSF was set up in 1999-2000 by the 
RBI to meet redemption of market 
loans of the States. Initially, 11 
States — Andhra Pradesh, Arunachal 
Pradesh, Assam, Chhattisgarh, Goa, 
Maharashtra, Meghalaya, Mizoram, 
Tripura, Uttaranchal and West Bengal 
— set up sinking funds. Later, the 
12th Finance Commission (2005-10) 
recommended that all States should 
have sinking funds for amortisation 
of all loans, including loans from 
banks, liabilities on account of NSSF 
(National Small Saving Fund), etc. The 
fund should be maintained outside the 
consolidated fund of the States and 
the public account and should not be 
used for any other purpose, except for 
redemption of loans.

As per the scheme, State governments 
could contribute 1-3 per cent of the 
outstanding market loans each year to 
the Fund. The Fund is administered by 
the Central Accounts Section of RBI 
Nagpur.

As on December 31, barring Uttar 
Pradesh, Madhya Pradesh, Rajashthan, 
Jharkhand, Himachal Pradesh and 
Jammu & Kashmir (now a UT), all 
States have CSF. Maharashtra led the 
list with corpus of RRs. 37,252 crore 
in CSF, followed by Gujarat with Rs. 
13,004 crore, Odisha with Rs. 12,759 
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crore, West Bengal with Rs. 10,503 
crore and Bihar with Rs. 7,524 crore.

Covid-19 impact: Indian 
economy likely to grow 
2% in FY21, says ICRA
The Economic Times | 8 April 2020 

Ratings agency ICRANSE 1.72 % has 
sharply revised its forecast for India’s 
growth in the current fiscal to 2%, 
down from a range of 4.7% to 5.2% 
earlier, in an online update on 
Tuesday.

It also lowered its estimate for gross 
domestic product (GDP) growth in 
FY20 to 4.4% from 4.7% earlier. The 
revisions came just under two weeks 
of the previous estimate on March 24.

The agency cited the impact of the 
lockdown on discretionary activities 
like travel and tourism and labour-
intensive industries like construction 
and manufacturing of non-essential 
goods as the reason behind the 
revision.

Wood Mackenzie analyses 
impact of lockdown on 
Indian energy sector
Chemical Weekly | 7 April 2020 

UK-based energy and chemical 
consultancy, Wood Mackenzie, has 
analysed the impact of the three-
week lockdown announced by 
the government on March 25 on 
commodities like power, coal, gas and 
LNG, and oil products sectors.

According to Wood Mackenzie’s 
Principal Analyst, Mr. Pralabh 
Bhargava, India’s power demand has 
declined on average 30% year-on-
year (y-o-y) and 25% week-on-week 
basis as on 28 March. He predicted an 
average overall power demand decline 
of 35% until 14 April and a progressive 
recovery thereafter.

Meanwhile coal stocks at power 
plants and mines are reported to 
have reached record highs of 40-mt 

and 60-mt, respectively, by March 
25, and many are already rejecting 
shipments from Coal India. This 
situation is due to lower thermal coal 
demand over the last 15 days and 
robust production in recent months. 
“Movement of imported coal will 
be restricted due to constraints at 
ports and infrastructure. We expect 
the force majeure announced by port 
operators to have a limited impact on 
coal imports, as it is considered an 
‘essential’ service,” said Mr. Bhargava.

“The transport and industrial sectors 
have been impacted. The average 
daily gas consumption across sectors 
stood at around 151 mmcm/d in 
2019. We expect about 18-20% 
reduction in daily gas demand post 
lockdown,” said Senior Analyst, Mr. 
Vidur Singhal. Demand from refineries 
and fertiliser plants, and anchor 
gas customers, have also reduced 
in line with their utilisation rates 
with significant downside risk if the 
lockdown is extended, according to 
the Wood Mackenzie analysis.

“Gas aggregators are in a tight 
spot. LNG buyers declared force 
majeure once port operations stopped. 
Regas terminals were oversupplied 
heading into the lockdown, as all 
major buyers procured low-priced 
spot volumes in advance. Even 
long-term LNG volumes are at risk 
as demand shrinks,” observed Mr. 
Singhal.

Research Analyst Mr. Qiaoling Chen 
said, “We estimate that gasoline, 
jet fuel, and diesel demand will be 
down by 25%, 33%, and 13% y-o-y, 
respectively, in the second quarter, 
while fuel oil, refinery gas demand will 
decline by 8% and 20% respectively at 
the same time.”

Wood Mackenzie expects total oil 
demand to decline by 871,000 
barrels per day (b/d) (-17%) y-o-y in 
April. The negative impact is likely to 
last through Q2 2020, with most oil 
products returning to normal growth 
in the third quarter of this year, except 

for jet fuel demand, which is expected 
to return to normal growth only in the 
first quarter of next year.

On refining, Research Analyst, Mr. 
Kendrick Ng said, “Refiners are 
reducing runs in response to lower oil 
products demand and weakness in 
refining margins. We estimate that the 
country will process about 800,000 
b/d less crude in April, month-on-
month basis, resulting in about 17% 
decline in the utilisation rate. Indian 
PSUs (public sector undertaking) are 
expected to be hurt the most amid 
tepid domestic demand, high storage 
level and lesser access to export 
markets, especially inland refineries.”

What lessons has India 
Inc learnt as it prepares 
for life after lockdown
Business Standard | 6 April 2020 

What’s worked during 
the lockdown and what hasn’t? Can 
what’s worked become a permanent 
feature of the workplace? Are there 
any unexpected positive outcomes? 
What lessons can be extrapolated and 
applied in future? As the corporate 
world tries to answer these questions, 
it’s clear that one feature — working 
from home — has been a success.

So much so that Japanese automotive 
paints company Nippon Paint 
(India), as it prepares for life once 
the coronavirus (Covid-19) outbreak 
slows down, is closing its sales office in 
Mumbai.

The Gurgaon-headquartered 
company, with marquee clients like 
Maruti Suzuki and Tata Motors, has 
been so surprised by the success 
of the ‘work from home’ rule that 
it is thinking of asking staff at other 
locations to continue working from 
home too or go in for co-working 
space. Both measures will save high 
rental costs.

Nippon Paint (India) is also planning 
to reduce the number of warehouses, 
even if it means a slight delay in 
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delivering its products. To strengthen 
health and safety in its three 
factories, it may opt for professional 
sanitation companies instead of 
depending on its in-house team.

The social distancing imperative has 
prompted the company to consider 
rejigging shifts, so that there is 
no overlap of workmen between 
two shifts. Said Sharad Malhotra, 
president, automotive refinishes 
and wood coatings: “There is no 
doubt that business and the way 
we run manufacturing will change 
fundamentally for corporates and 
manufacturers after Covid.”

If not closing offices, 
other companies are looking at 
shrinking them. The chairman of a 
leading Mumbai-based conglomerate 
with interests in autos, financial 
services, hospitality, defence, and 
information technology (IT), has asked 
his business chief executive officers 
(CEOs) to consider the following: Can 
employees in departments such as 
marketing and sales or departments, 
where there is no strict need to work 
from the office, can come in on 
alternate days to save rental costs?

Top managers across broad swathes 
of industry are busy on video calls 
and emails to rework their business 
strategies, products, and standard 
operating procedures in manufacturing 
units for a post-Covid world.

“It is not about the lockdown being 
lifted. The key for us is to prepare 
workers for a completely different 
standard operating procedure, with 
many health and safety measures that 

are here to stay,” said R C Bhargava, 
chairman, Maruti Suzuki.

Many manufacturing companies, 
anticipating mandatory directions 
from the government after 
the lockdown has been eased, 
are already taking measures such 
as installing thermal scanners and 
reworking the pre-start-up check list. 
Before any machine is turned on, a 
longer health checklist list will have to 
be observed.

They are also looking at more 
automation and a push for 
localisation. Said KEC International 
CEO Vimal Kejriwal: “We are working 
on designing some special purpose 
machines, which will ensure manual 
operations are eliminated and increase 
productivity.” An auto industry CEO 
said: “It might not be good news for 
employment, but automation will 
increase productivity and give more 
flexibility to us — if workers migrate 
suddenly or, as social distancing 
becomes a norm, if workers don’t 
come at all. Localisation instead of 
importing will reduce costs. Everyone 
has to do a balancing act.”

Several may lose jobs 
amid coronavirus 
outbreak, says CEO Snap 
Poll
Business Standard | 6 April 2020 

The coronavirus pandemic and the 
subsequent nationwide lockdown 
have deeply impacted the domestic 
economy, with a majority of firms 
expecting a significant decline in 
their top line and bottom line in 

the current and previous quarters, 
demand declining and jobs getting 
impacted, according to a CEOs’ Snap 
Poll conducted by the Confederation 
of Indian Industry (CII).

The electronic survey saw a cross-
country participation of close to 
200 CEOs across sectors and indicated 
that a significant majority of firms 
expect revenues to fall more than 10 
per cent and profits to decline more 
than 5 per cent in both the current 
quarter (Apr-Jun 2020) as well as the 
preceding quarter (Jan-Mar 2020). 
The expectations of this sharp decline 
in both revenue and profit growth 
by domestic firms could foretell the 
significant impact of this outbreak on 
GDP growth.

Further, most firms (80 per cent) have 
claimed that their inventory was lying 
idle. However, more than 40 per 
cent of the firms expect their stocks 
to last beyond a month once the 
lockdown ends — indicating the firms’ 
expectations of a demand slowdown 
in the post lockdown period.

During this lockdown, a majority 
of the firms engaging in production 
of essential products and supply of 
ancillary goods are facing constrained 
operations in production and supply 
of essential goods and services. 
Firms have revealed that access 
to manpower and movement of 
products have emerged as major 
constraints in essentials trade, be 
it manufacturing or warehousing 
& transport or retail sales of these 
essential commodities. While the 
government has allowed manufacture, 
transportation and distribution of 
essentials, the enforcement at the local 
level has implemented the lockdown 
on essential commodities as well as 
services.

On the jobs front, about 52 per cent 
of the firms foresee job losses, in their 
respective sectors, resulting from the 
Impact of Covid-19 outbreak and 
the ensuing lockdown. While the 
proportion of jobs that are expected 
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to be cut are quite staggering, a 
significant share of firms polled (47 per 
cent) expect less than 15 per cent job 
loss, CII said. However, a worryingly 
high 32 per cent of firms expect to 
shed about 15–30 per cent of jobs, 
once the lockdown ends.

“The government could announce a 
fiscal stimulus package and implement 
it on fast-track mode, given that 
the lockdown has significantly 
impacted industry operations and the 
uncertainty of a recovery threatens 
substantial loss of livelihoods going 
forward”, said Chandrajit Banerjee, 
Director General, CII.

Coronavirus impact: 
States can now borrow up 
to 50% of limit in April
Business Standard | 6 April 2020 

In an unprecedented 
move necessitated by 
the coronavirus (Covid-19) pandemic, 
the Centre has allowed states to avail 
of up to 50 per cent of their 2020-
21 (FY21) borrowing requirements 
in April itself, Business Standard has 
learnt.

The move became imperative because 
of the Centre’s resource crunch 
owing to dwindling revenues and 
the resultant inability to pay all of 
the dues of the states under various 
heads, including devolution, goods 
and services tax compensation, 
various grants, and the financial 
packages which the states have been 
demanding. “States have been given 
permission to borrow up to 50 per 
cent of their FY21 borrowing ceiling 
in April. If they want to borrow 
50 per cent of their limits upfront, 
and completely frontload their 
borrowing, they can do so,” said a top 
government official.

The official also said if the need 
arose in the future, the Centre would 
consider relaxing the overall borrowing 
limits for the states.

This permission was given sometime 
late last month before the Reserve 
Bank of India (RBI) on March 31 
issued the indicative borrowing 
calendar for the states for April-June 
and the one for the Centre for April-
September. The official said within the 
bounds of 50 per cent how much the 
states wanted to borrow was left to 
them and the RBI. 

“Each state will decide, after 
discussions with the RBI, how much 
it wants to borrow and the future 
liability it wants to take in interest 
payments, what is the appetite in 
the bond markets for their securities, 
when is the right time, and related 
issues,” the official said.

In normal times too, there would be 
fiscal limits on states, determining their 
ability to borrow. While those fiscal 
responsibility and budget management 
limits are still in place, officials at the 
Centre and in states acknowledge that 
these are not normal times. 

According to the RBI’s indicative 
calendar for borrowing by the states 
in the April-June quarter, they are 
expected to borrow Rs 1.27 trillion. 
Of that, around Rs 55,225 crore is 
expected to happen in April. That 
amount, and the estimate for the 
quarter, will certainly be breached.

“As the RBI mentions, it is an 
indicative calendar. The central bank is 
usually accommodative of the requests 
by the states. So they may borrow 
more,” the official said.

While there are no official estimates of 
how much states will borrow in FY21, 
as all the state budgets are not out yet, 
economists like Soumya Kanti Ghosh 
of State Bank of India estimate it could 
be close to Rs 7 trillion.

“Borrowing in 2019-20 was Rs 
6.4 trillion. Given the current 
extraordinary circumstances we are 
in, this year state borrowing could 
be higher than this. Under normal 
circumstances, every year, state gross 

borrowing goes up by 10 per cent. 
If we apply that logic, we can get a 
number close to Rs 7 trillion,” said 
Ghosh.

Going by Ghosh’s estimate, 
theoretically if the states do borrow 50 
per cent of their year’s requirements 
in April itself, that could go above 
Rs 3 trillion. Given that the Centre 
plans to borrow Rs 79,000 crore in 
April, there could be a scenario of 
government debt paper worth Rs 3.8 
trillion or more being issued in April 
itself, something that will put massive 
upward pressure on yields.

Prime Minister Narendra Modi held a 
videoconference meeting with chief 
ministers of various states on the 
handling of the Covid-19 pandemic. 
A day later, the finance ministry 
released Rs 17,287.08 crore to states 
in revenue-deficit grants and state 
disaster response mitigation funds for 
FY21.

The amount released by the finance 
ministry is just a fraction of what states 
have been demanding, in financial 
support as well as clearing pending 
dues. Central government officials say 
there is understandably a resource 
crunch, but more will be given to 
states. Maharashtra had sought a 
special package worth Rs 25,000 crore 
from the central government and 
asked it to release pending dues worth 
Rs 16,654 crore under various heads 
by March 31, to fight the economic 
crisis stemming from the new 
Covid-19 outbreak. Tamil Nadu has 
sought a special assistance of Rs 4,000 
crore and a slew of other forms of 
financial support. West Bengal has 
also asked for a package of Rs 25,000 
crore and clearance of dues worth 
Rs 36,000 crore. Additionally, all 
states have sought relaxation of their 
borrowing limits.

“There is no need for the states to 
panic. We are in touch with them. We 
understand the difficulties they are 
going through. We also understand 
they have greater difficulties than we 
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have. The states will be supported 
throughout the year. We will do 
whatever is necessary to make sure 
that they survive through this crisis,” 
the official quoted above said.

The central bank has also decided to 
increase the ways and means advances 
(WMA) limit for state governments and 
Union territories by 30 per cent till 
September 30. WMA is a temporary 
liquidity arrangement with the central 
bank, enabling the Centre and the 
states to borrow money up to 90 days 
from the RBI to tide over their liquidity 
mismatch. The increase in the WMA 
limits will help the states to rely less on 
the bond markets, experts say

World Bank to help India 
ready virus combat plan
Sunday Guardian| 05 April 2020 

The Indian government has proposed 
a long-term Covid-19 combat strategy 
called the Stakeholder Engagement 
Plan (SEP). With US$500 million 
corpus from the World Bank’s 
Covid-19 Fast-Track Facility, the four-
year, well-crafted strategy aims to 
respond and mitigate the threat from 
coronavirus and strengthen national 
systems for public health preparedness 
against the deadly Wuhan virus in 
India.

As per the SEP document, the 
Ministry of Health and Family 
Welfare (MoH&FW), along with 
other ministries, the National Disaster 
Management Authority (NDMA) and 
State Disaster Management Authority 
(SDMA) will be in-charge of the 
stakeholder engagement activities and 
the overall coordination power also 
will be vested with the MoH&FW for 
this purpose. The Covid-19 combat 
strategy will be based on culture-
sensitive tenants and it will promote 
inclusivity.

“As part of the fast track Covid-19 
response programme, the India 
Covid-19 Emergency Response and 
Health Systems Preparedness Project 

is a four-year project with USD500 
million from the World Bank’s 
Covid-19 Fast-Track Facility (FTF). The 
priority areas identified under the 
project are to prepare the Government 
of India’s (GOI) response by providing 
information about the best practice 
available internationally based on the 
World Health Organisation’s guidance 
note on the Covid-19 emergency 
response,” the SEP document 
accessed by The Sunday Guardian 
reads. The purpose of having a long-
term plan is necessary to deal with the 
Wuhan virus (Covid-19), a pandemic 
that may affect the country’s health 
system in the long run.

“The proposed India Covid-19 
Emergency Response and Health 
Systems Preparedness Project aims to 
respond and mitigate the Covid-19 
threat and strengthen national systems 
for public health preparedness in the 
country. The key project indicators 
include the proportion of laboratory-
confirmed cases of Covid-19 
responded within 48 hours, the 
proportion of specimens submitted 
for SARS-COV-2 laboratory testing 
confirmed within WHO-stipulated 
standard time, and the proportion 
of population able to identify three 
key symptoms of Covid-19 and/or 
seasonal influenza and three personal 
prevention measures (as assessed by a 
representative population survey),” the 
SEP document explains.

A new respiratory infectious disease 
called Covid-19, caused by the SARS-
CoV-2 spread to India, including 106 
other countries in Asia, Europe, North 
America, Africa, and Oceania. The 
first Covid-19 case was detected in 
China’s Wuhan province in December 
last year and after three months, on 11 
March, the World Health Organization 
(WHO) declared the outbreak a 
pandemic, which has since rapidly 
evolved.

India’s Covid-19 combat prescribes for 
dealing with many key components 
which include emergency Covid-19 
response (this aims to slow down 

and limit as much as possible the 
spread of Covid-19 in the country); 
strengthening national and state health 
systems to support prevention and 
preparedness (this component will 
support Government of India to build 
resilient health systems to provide 
core public health, prevention, and 
patient management functions to 
manage future disease outbreaks); 
strengthening pandemic research 
and multi-sector, national institutions 
and platforms for one health (this 
seeks to develop core capabilities to 
deliver the “One Health” approach to 
monitor, detect and manage infectious 
disease outbreaks in animals and in 
humans); community engagement and 
risk communication (it will address 
significant negative externalities 
expected in the event of a widespread 
Covid-19 outbreak and include 
comprehensive communication 
strategies. The primary focus of this 
component will be on addressing 
the social distancing measures); 
implementation management and 
monitoring and evaluation (this 
component will support research 
on Covid-19 by Indian institutions 
working in collaboration with the 
Indian Council for Medical Research); 
contingent emergency response 
component (CERC) (this component 
covers the emergency response).

The method that has been adopted 
for selection of the stakeholders. The 
SEP document says: “Cooperation 
and negotiation with the stakeholders 
throughout the project development 
phase often requires identification 
of persons who can act as legitimate 
representatives of their respective 
stakeholder groups and for this, the 
SEP will opt for the best methodology 
available for this process.”

The stakeholders may be the affected 
parties (the persons, groups and other 
entities within the project area of 
influence that are directly influenced), 
interested parties (individuals/groups/
entities that may not experience 
direct impacts from the project, 
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but who consider or perceive their 
interests as being affected by the 
project and/or who could affect 
the project and the process of its 
implementation in some way) and 
the vulnerable groups (persons who 
maybe disproportionately impacted or 
further disadvantaged by the project(s) 
compared with any other groups due 
to their vulnerable status), according to 
the SEP.

The SEP prescribes to take a broader 
perspective for selection of the right 
stakeholders for the project.  However, 
the MoH&FW will work as the 
coordination head and nodal agency.

Besides the World Bank-funded 
SEP, India has also drafted 
its Environmental and Social 
Commitment Plan (ESCP) as part 
of the fight against Covid-19 in the 
country. The task has been undertaken 
by the MoH&FW. 
While the SEP will be funded by the 
World Bank, the ESCP will get its 
funds from the International Bank for 
Reconstruction and Development. 
“The Republic of India, which is 
the recipient, will implement the 
Covid-19 Emergency Response and 
Health Systems Preparedness project 
(the Project), with the involvement 
of the Ministry of Health and Family 
Welfare (MoHFW), Indian Council 
of Medical Research (ICMR) and the 
National Center for Disease Control 
(NCDC). The International Bank for 
the Reconstruction and Development 
(IBRD) has agreed to provide financing 
for the Project,” the ESCP document 
reads.

This project, too, will be headed 
by the MoH&FW, and the ICMR 
and NDC will play the role of nodal 
agencies. The ESCP’s commitment 
is to set out the material measures 
and actions against the virus spread 
and regular reporting will be carried 
out under the project. Also, the ESCP 
allows the recipient to make changes 
in the project to mitigate the new 
changes that would occur during the 
period of time. 

Relief measures 
announced by govt, RBI 
not enough, says India Inc
Business Standard | 04 April 2020 

India Inc is near unanimous in its view 
that the relief measures announced by 
the Reserve Bank of India (RBI) and 
the government are not enough, even 
as it seeks a comprehensive stimulus 
package from the state to combat the 
adverse impact of Covid-19 on their 
businesses.

The finding is based on a quick 
survey of 25 CEOs representing 
big companies in areas ranging 
from financial services and banks to 
energy, automobiles, ports, consumer 
electronics, IT and internet, real 
estate companies and also large 
business conglomerates.

An overwhelming 96 per cent of the 
CEOs surveyed want the extension of 
the moratorium on loan payments to 
three months, which was announced 
by the RBI, to be further relaxed to at 
least a year to even two years. And, 
of course, all of them are pushing 
for a stimulus package from the 
government. Many also point out 
that the Insolvency and Bankruptcy 
Code (IBC) rules need to be made 
flexible — such as the deferment of 
proceedings for six months from the 
date on which the lockdown is lifted.

Covid-19: World Bank 
to provide $1-billion to 
boost India’s health infra
Business Line| 04 April 2020 

The World Bank announced $1-billion 
(over ` 7,500 crore) support for the 
India Covid-19 emergency response 
and health systems preparedness 
project. This is largest ever support for 
the health sector in India.

“This operation is expected to 
enhance surveillance capacities, 
strengthen diagnostic systems, and 
expand the capacity of laboratories,” 
Junaid Ahmad, World Bank’s Country 

Director for India, said. However, 
according to him, Covid-19 is not 
only a health challenge. It has deep 
social and economic implications. “In 
parallel, we are working with equal 
urgency with government on social 
protection programmes and economic 
measures that protect the livelihoods 
of people,” he said.

This new support will cover all States 
and Union Territories across India 
and address the needs of infected 
people, at-risk populations, medical 
and emergency personnel and 
service providers, medical and testing 
facilities, and national and animal 
health agencies.

The project is financed from the 
International Bank for Reconstruction 
and Development (IBRD) in the 
amount of $1 billion, of which $350 
million is provided through the World 
Bank Group’s Covid-19 Fast-Track 
Facility. It will be managed by the 
National Health Mission (NHM), the 
National Centre for Disease Control 
(NCDC) and the Indian Council of 
Medical Research (ICMR) under the 
Ministry of Health and Family Welfare.

India, China trade 
declines by 12.4 in 
first two months amid 
coronovirus outbreak
Millennium Post| 03 April 2020 

The trade between China and India 
fell 12.4 per cent year-on-year to USD 
12 billion in the first two months amid 
the coronavirus outbreak, according to 
the latest data from Chinese customs. 
From January to February, China’s 
exports to India were 67.1 billion 
yuan (USD 9.5 billion), down 12.6 
per cent on a yearly basis and imports 
from India dropped 11.6 per cent to 
18 billion yuan (USD 2.5 billion), the 
state-run Global Times reported on 
Friday.

Bilateral trade fell by 12.4 per cent to 
85.17 billion yuan (USD 12 billion) in 
the first two months, the report quoted 
Chinese Customs data. The lockdowns 
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in both the countries due to Covid-19 
is expected to badly affect the bilateral 
trade which declined by three billion 
dollar last year to USD 92.68 billion 
from USD 95.7 billion in 2018. The 
declining trade was largely attributed 
to the slowdown of the economies of 
the two countries.

The trade deficit for India continued 
to be high amounting to USD 56.77 
billion in 2019. The trade deficit has 
become a major irritant in India-
China bilateral relations, figuring high 
in the bilateral discourse. India has 
been demanding China to open up 
its IT and pharmaceutical sectors to 
enable it to increase its exports. As 
China continued to promise to address 
India’s concerns, the two countries 
discussed initiatives over the issue at 
various levels last year.

As a result of lockdowns, the Indian 
pharma industry is concerned as 
India is a big importer of the main 
raw materials called APIs (Active 
pharmaceutical ingredients) from 
China. API shipments have started 
coming in for pre-manufactured stocks 
which were lying at ports in China, 
Lan Jianxue, deputy director of the 
Department for Asia-Pacific Studies 
at the China Institute of International 
Studies, told the Global Times. “This 
is hampering business sentiment and 
affecting investment and production 
schedules of companies in India,” he 
said.

Govt. softens COVID-19 
blow on exporters: Trade 
policy sops to stay till 
FY21 end
Financial Express| 01 April 2020 

The commerce ministry extended the 
validity of the current foreign trade 
policy (FTP) for 2015-20 by another 
year to FY21 end. The move is aimed 
at softening the blow to exporters 
already grappling with a massive 
cancellation of orders in the wake of 
the COVID-19 pandemic, a senior 
official told FE.

The extension will enable exporters 
to continue to get incentives under 
existing programmes — including 
the Merchandise Exports From India 
Scheme (MEIS), interest equalisation 
scheme and transport subsidy 
scheme (for farm exports) — for 
one more year. However, a decision 
on extending the Services Exports 
Promotion Scheme is yet to be made, 
the ministry said.

The pandemic has also forced 
the government to review its FTP 
architecture for the next five years, 
given the country now needs fresh 
policy responses to counter the 
damaging impact on both internal and 
external trade even after it recedes.

The decision to extend FTP validity 
comes after commerce and industry 
minister Piyush Goyal held a meeting 
via video conference, the second 
time since March 27, with various 
export bodies to address issues faced 
by them. Already, exporters that FE 
spoke to say roughly over a quarter 
of their orders have been cancelled 
for reasons, including their inability 
to source supplies due to a lockdown 
and the buyers’ reluctance to get 
delivery at a later date.

Exporters had received benefits 
worth Rs 40,000 crore under the 
MEIS in FY19. Simialrly, under the 
interest equalisation scheme, they are 
estimated to have received Rs 2,868 
crore in FY20. This scheme usually 
allows manufacturing and merchant 
exporters an interest subsidy of 3% on 
pre-and-post-shipment rupee credit 
for exports of 416 products (tariff 
lines).

Exporters have already warned of 
a crash in outbound shipments in 
FY21, as global supply chain has 
been hit hard, cargo movement has 
been affected, shipping lines altered 
and warehouse capacity stretched 
following the Covid-19 outbreak. Up 
to February this fiscal, overall goods 
exports contracted by 1.5% year-on-
year to $293 billion. Analysts now 

say goods exports this fiscal may drop 
to $315 billion or less, against $330 
billion in the previous year.

After his meeting with Goyal, 
Federation of Indian Export 
Organisation president Sharad 
Kumar Saraf said the authorities 
should bear half the wage cost of 
labourers from funds available with 
the Employees’ State Insurance 
Corporation (ESIC) or Employee 
Provident Fund Organisation to 
ease the burden on exporters. He 
suggested that the government allow 
manufacturing companies engaged in 
exports to operate with at least half 
the manpower despite lockdown, 
after adhering to safety and social 
distancing norms. Police and other 
authorities at the local level must be 
sensitised to ensure logistics-related 
issues are sorted out expeditiously, he 
added.

Analysts betting big on 
chemical companies post 
Covid-19
Business Line | 27 April 2020

Despite the Covid-19-induced 
shutdown, one sector that remains 
resilient in the stock market is 
chemicals. Shares of most companies 
from the sector have witnessed a 
turnaround in the last few days – 
after an initial blip due to the bearish 
sentiments in the global and domestic 
markets – as analysts expect a 
promising future.

Most analysts see chemical makers 
including Navin Fluorine International, 
SRF, PI Industries, Aarti Industries, 
Galaxy Surfactants, Camlin Fine 
Chemicals, Sudarshan Chemicals, 
Rallis India, UPL and Vinati Organics 
remaining in focus. That, of course, 
is provided these players handle the 
opportunity well.

Besides, most of them have already 
either fully or partially restarted their 
operations, signalling they would be 
less impacted due to the slowdown.
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According to Ambit Capital Research, 
Indian chemicals players will benefit 
from the expanding specialty 
chemicals market globally led by 
growing new applications alongside 
manufacturing shifts from China – 
which has been battered by reliability 
and transparency woes; and EU, due 
to its ageing workforce; focus on 
innovation, and M&As.

In its “The Indian chemical industry: 
Unleashing the next wave of growth”, 
report by McKinsey in February 2020, 
it said worldwide trends affecting the 
global chemical industry could lead to 
near-term opportunities for chemical 
companies in India. How chemical 
players prioritise and tap this value-
creating potential could shape the 
future of the industry in India as well 
as the country’s trade performance.

Today, India has a chemical trade 
deficit of $15 billion. Analysis of 
India’s chemical exports and imports, 
coupled with a review of opportunities 
emerging from global trends, suggests 
two investible themes: Building self-
sufficiency in petrochemicals to plug 
the domestic supply shortfall of 52 
per cent (by volume) in petrochemical 
intermediates – Six value chains make 
up around 77 per cent of this shortfall, 
creating an opportunity worth about 
$11 billion; and ramping up exports 
in select areas, such as specialty 
chemicals, to obtain a larger share of 
global value, McKinsey said.

The chemical industry already 
contributes significantly to India’s 
trade volume. Capturing emerging 
opportunities in the near term could 
make a positive difference to Indian 
chemical companies and to the 
industry overall.

“Loss of China (25 per cent share) as 
a reliable partner and continued shifts 
from EU/Japan (17 per cent/7 per cent 
share) mean share of India (3 per cent) 
will rise meaningfully. Availability of 
talent in chemistry and engineering 
will act to India’s advantage,” Ambit 
Capital said.

Dolat Capital said chemicals being 
the basic building blocks of end-user 
applications such as pharmaceuticals, 
agro-chemicals, paints, construction 
material, automobile parts, textiles, 
and packaging, among others, are 
most likely to feel the jerk of the 
demand recoil from these sectors. 
However, “be it specialty or a 
commodity, chemicals will most 
likely see loss in demand”, it said in 
a research report, and added “but 
demand for pharmaceuticals and 
agro-chemicals may not sharply be 
impacted, though others may feel the 
pain”.

India’s chemical exports 
rise 7 pc to Rs 2.68 lakh 
crore in Apr-Jan
Business Standard | 25 April 2020

India’s chemical exports rose by 7 
per cent to Rs 2.68 lakh crore during 
April-January period of the last fiscal, 
and became the top exporting sector 
in the country for the first time.

“Union Minister of Chemicals and 
Fertilizers DV Sadananda Gowda 
congratulated the chemicals and 
petrochemicals industry on becoming 
the top exporting sector of the country 
for the first time,” an official statement 
said.

Gowda informed that during April 
2019-January 2020, the export of 
chemicals grew by 7.43 per cent 
over the corresponding period of the 
previous fiscal.

“Total export of chemicals during this 
period reached Rs 2.68 Lakh Crore. 
This constitutes 14.35 per cent of the 
total exports,” it added.

The minister assured full support to 
the industry towards making India a 
leading global hub for manufacturing 
of chemicals and petrochemicals.

“Continuous efforts made by my 
Department of Chemicals and 
Petrochemicals have enabled the 
industry to become the top most 

exporting segment for the first time,” 
he tweeted.

ICC urges govt. to declare 
chemicals as ‘essentials‘
Chemical Weekly | 21 April 2020

In view of the vital role played by 
the chemicals & petrochemicals 
(C&PC) sector in providing raw 
materials for essential products such 
as pharmaceuticals, agricultural, 
hygiene and healthcare, the Indian 
Chemical Council (ICC), has called on 
the government to declare the entire 
C&PC sector value chain as ‘essential’ 
during the current COVID-19 led 
lockdown period.

The chemical industry has multiple 
cross-linkages to other industries and 
thus is a critical industry in the value 
chain of essential goods like food, 
edible oils, drugs, fertilisers, among 
others, ICC pointed out.

“The chemical industry is the industry 
of industries and is currently suffering 
due to the lockdown. Many essential 
supplies from C&PC sector are either 
stuck at various checkpoints in the 
country, or the manufacturers are not 
able to produce even if the permitted 
to operate, due to their employees 
not being able to report to work,” ICC 
said.

Highlighting the indispensable nature 
of the chemical industry, ICC said 
“chemicals have a direct interface 
with essential commodities like 
pharmaceuticals.” “Key raw materials 
for manufacturing of paracetamol, an 
essential drug, include a large number 
of chemicals like benzene, sulphur, 
caustic soda, chlorine, hydrogen, 
nitric acid, sulphuric acid, and acetic 
anhydride. Due to the lockdown of 
the majority of C&PC plants, many of 
paracetamol plants are being forced 
to shut. Also, polymers are life-
saving with applications in catheters, 
blood trans-fusion pipes, blood bags, 
Personal Protection Equipment (PPE), 
etc. Therefore, the plastic downstream 
industry should also be treated 
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essential due to its vast application 
in agriculture, potable water, food, 
process-flow etc,” ICC emphasised. 
The council noted that chemical plants 
in China, Korea, Taiwan, Europe and 
US are already operational, as “they 
consider chemicals as essential.”

Bodal Chemicals buys out 
Trion Chemicals
Chemical Weekly | 14 April 2020

Bodal Chemicals Ltd., a Gujarat-based 
dyes and intermediates maker, has 
acquired the remaining 42% stake in 
Trion Chemicals Pvt. Ltd., a producer 
of speciality chemicals for swimming 
pools and water treatment, also based 
in Gujarat.

“The objective for this acquisition 
…. is to expand and diversify in 
business of speciality chemicals, apart 
from dyes & dye intermediates. This 
opens a new line of activity for the 
company,” the company said in a 
regulatory filing.

Established in 2009, Trion Chemicals 
is one of the leading manufacturers of 
dye intermediates, dyes and sulphuric 
acid in India. The company recently 
completed the commissioning of its 
12,000-tpa for trichloro isocyanuric 
acid (TCCA), at Khambhat in Anand 
district of Gujarat. This is a first plant 
in India for TCCA.

TCCA is a disinfectant, algaecide and 
bactericide mainly used for swimming 
pools, besides use as a bleaching agent 
in the textile industry. The chemical 
has domestic market potential, as well 
as exports. Trion is mainly targeting the 
US market.

More chemical firms 
announce plant 
shutdowns as lockdown 
takes effect
Chemical Weekly | 07 April 2020

Production activities of many chemical 
units have been halted on account of 
the complete lockdown announced by 

the Central and State Governments to 
fight against the Covid-19 situation.

Tamilnadu Petroproducts Ltd. a 
leading producer of linear alkyl 
benzene (LAB), said operations of its 
LAB, heavy chemicals and propylene 
oxide plants were halted from March 
25, while another Tamil Nadu-based 
firm, Manali Petrochemicals Ltd., 
said its plant operations have been 
shut down from March 27. “The 
period of closure of operations is not 
known at present since the restart 
would depend on directives from the 
Governments and return of normalcy,” 
the polyol supplier added.

Chloralkali firm, DCW Ltd., has shut 
down its manufacturing operations 
located at Sahupuram, Tamil Nadu 
from March 25.

Tata Chemicals, India’s leading soda 
ash producer, said it has shut down its 
manufacturing operations located at 
Mambattu Nellore (Andhra Pradesh), 
Sriperumbudur (Tamil Nadu) and 
Cuddalore (Tamil Nadu), while scaling 
down operations at Mithapur (Gujarat) 
for the production of soda ash and 
cement. The company added that it 
is striving to “ensure normalcy in the 
production and movements of Tata 
Salt and sodium bicarbonate, which 
are essential inputs for food and 
pharma products.”

Alkyl Amines Ltd., which is involved 
in the manufacture and sale of 
pharmaceuticals intermediaries, said 
that while its manufacturing facilities 
have been working partially, it is in 
discussion with the authorities to 
sort out bottlenecks and continue 
operations at its factories.

Gujarat-based diversified group, Atul 
Ltd., said it has taken all required 
actions for the “safety & health of its 
employees, including closure of all 
its manufacturing plants (as of now 
until April 14, 2020), offices and 
related operations.” The company 
said its supply chain for sourcing of 
raw materials and despatch of finished 

goods have been impacted by the 
crisis.

Gujarat-based dyes maker, Bodal 
Chemicals Ltd., has suspended 
activities at its manufacturing facilities, 
all offices and facilities of company’s 
subsidiaries in India till April 15 or till 
withdrawal of directions issued by the 
government.

Operations at DCM Shriram’s fertiliser 
plant in Kota has been suspended, 
while FACT announced shutdown 
of manufacturing operations at its 
Udyogamandal Division and Cochin 
Division (phosphoric acid plant). 
GSFC said it has shut down operations 
at all plants and facilities situated at 
Vadodara and Sikka in Gujarat.

Tata Chemicals declares 
export force majeure in 
South Africa
Chemical Weekly | 21 April 2020

Tata Chemicals South Africa (TCSA) 
has declared force majeure for all bulk 
shipments of soda ash to South Africa.

Due to the COVID-19 pandemic, the 
South African government has placed 
restrictions on the continued operation 
of various business activities, including 
port operations, with berth availability 
being limited to the movement of 
essential goods. As soda ash has 
not been designated as essential by 
the South African government, Tata 
Chemicals has declared the force 
majeure. The company said it is in 
the process of addressing the issue, 
through relevant legal and government 
channels, to get soda ash designated 
as an essential product during the 
COVID-19 crisis.

Covid impact: Grasim 
puts off Rs. 3,880-cr 
capex 
Business Line | 16 April 2020

Grasim Industries, an Aditya Birla 
group company, has put on hold 
its capital expenditure plan of Rs. 
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3,880 crore this fiscal on the back of 
bleak demand outlook. Most of the 
company’s plants are operating at a 
very low utilisation level.

It currently operates only one of the 
four viscose staple fibre plants and two 
of the 13 chemical plants at 30-40 per 
cent capacity utilisation, the company 
said in a conference call on the impact 
of Covid pandemic.

Grasim will reinstate the capex and 
execute the projects in a staggered 
manner when the demand improves. 
It expects production to return to 
normal levels by April-end and has 
tied up all the raw material required to 
restart production in 3-4 days after the 
lockdown is lifted.

While the long distance logistics 
continues to remain hampered, the 
company expects things to fall in place 
once the lockdown is lifted.

The company has a gross debt of Rs. 
4,856 crore as of December-end.

DCM Shriram, Jubilant 
and VLCC among firms 
providing disinfectants 
and hand-sanitisers
Chemical Weekly | 07 April 2020

Delhi-based diversified conglomerate 
DCM Shriram Ltd., pharma major 
Jubilant Life Sciences Ltd. and VLCC 
Personal Care Ltd. have joined a 
growing list of companies going 
beyond their normal operations to 
support the authorities and people in 
the fight against the novel coronavirus.

DCM Shriram, which has two 
chemical plants that produce caustic 
soda and other chemicals – one 
in Kota, Rajasthan and another in 
Bharuch, Gujarat – has repurposed 
these plants to produce disinfectant 
sodium hypochlorite and supply to 
government authorities free of cost.

“We would be producing a total of 
1.65-lakh litres of sodium hypochlorite 
to supply to each Rajasthan district. If 
there is more requirement, we would 
be ready to supply that as well,” said a 
DCM Shriram spokesperson.

Similarly, its Bharuch plant would also 
be producing the disinfectant, which 
would be distributed to through the 
Bharuch district administration as well 
as some other municipal corporations 
in the State, the spokesperson added. 
DCM Shriram’s distilleries in Hariawan 
and Abjapur in Uttar Pradesh have 
started producing ethyl alcohol and 
extra neutral alcohol (ENA) to supply 
to hand sanitiser industry, as per 
the directive given by the Central 
government. According to a DCM 
Shriram official, apart from this bulk 
supply to sanitiser industry, they 
would also be setting up a bottling 
unit, which can bottle hand sanitisers 
in smaller volumes that the company 
plans to distribute in villages around 
the plants.

GACL expands anhydrous 
aluminium chloride plant 
capacity
Chemical Weekly | 07 April 2020

Gujarat Alkalies and Chemicals Ltd. 
(GACL), one of the largest producers 
of caustic soda in the country, has 
completed the project for expanding 
the capacity of its anhydrous 
aluminium chloride (AAC) plant at 
Dahej, Gujarat, by 16,500-tpa at a 
total cost of Rs. 35-crore. With this 
expansion, the total capacity of AAC 
plant will be 42,420-TPA.

Commercial production at the plant 
began on March 23. The estimated 
increase in annual revenue of the 
company from this plant would be 
about Rs. 65-crore, according to 
GACL.

Reliance to provide free 
fuel to emergency vehicles 
carrying Covid-19 patients
Chemical Weekly | 07 April 2020

Reliance Industries Ltd. (RIL) has 
announced a slew of initiatives to 
battle the coronavirus pandemic, 
including providing free fuel for all 
emergency service vehicles used 
to transport patients to and from 
quarantine and isolation facilities 
and also quarantined people on the 
basis of lists provided by Government 
agencies.

Its Sir H.N. Reliance Foundation 
Hospital, in collaboration with the 
Brihanmumbai Municipal Corporation 
(BMC), has set up a dedicated 100 
bedded centre at Seven Hills Hospital 
(Mumbai) for patients who test 
positive for Covid-19. The hospital has 
also offered to set up special medical 
facilities to quarantine travellers from 
notified countries and suspected cases 
identified through contact tracing.

Reliance Foundation will provide 
free meals to people across various 
cities in partnership with NGOs to 
offer necessary livelihood relief in the 
current crisis situation. RIL said it has 
built a fully equipped isolation facility 
in Lodhivali, Maharashtra and handed 
it over to the district authorities. RIL 
also announced that it is enhancing 
its production capacities to produce 
100,000 face-masks per day and a 
large number of personal protective 
equipment (PPEs), such as suits and 
garments, for the nation’s health 
workers.

The company also announced an 
initial support of Rs. 5-crore to the 
Maharashtra Chief Minister’s Relief 
Fund, to pay contract and temporary 
workers, even if work is halted.
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NOTIFICATIONS/PRESS RELEASES/ MEMORANDA

1. Case No SSR 01/2020  dated: 01/04/2020 - Ministry of Commerce & Industry, Department of 
Commerce, Directorate General of Trade Remedies  – Regarding extension of time for filing 
Exporters’/Importers’/ Users’ Questionnaire response in respect of Sunset review of Anti-Dumping 
Duty imposed on imports of Caustic Soda originating in or exported from China PR and Korea RP 
Caustic Soda Extension of time 
http://www.dgtr.gov.in/sites/default/files/Caustic%20soda%20extension%20of%20time.pdf 

2. Trade Notice No. 01/2020-2021 dated 07/04/2020-Ministry of Commerce and Industry, Department 
of Commerce, Directorate General of Foreign Trade regarding Electronic filling and Issuance of 
Preferential Certificate of Origin for India’s Exports under various FTAs/PTAs 
https://dgft.gov.in/sites/default/files/Trade%20Notice%201%20eCoO%20go-live%207Apr2020.pdf  

3. F. No. 4/3/2019 – DGTR - Trade Notice 01/2020 - dated 10/04/2020 – Temporary changes in the 
Trade Remedy investigation processes due to Covid-19 pandemic 
http://www.dgtr.gov.in/sites/default/files/Trade%20Notice%20Covid%2019.pdf 

4. PIB dated 11/04/2020 - Ministry of Commerce & Industry, Department of Commerce has Provided 
a number of Relaxations / Extensions of various Compliance Deadlines etc. to address Corona 
Pandemic Related Hardships of Exporters 
https://pib.gov.in/PressReleseDetailm.aspx?PRID=1613365

5. PIB dated 18/04/2020-Government amends the extant FDI policy for curbing opportunistic 
takeovers/acquisitions of Indian companies due to the current COVID-19 Pandemic 
https://pib.nic.in/PressReleasePage.aspx?PRID=1615711

6. F. No. 4/3/2020 - DGTR - Trade Notice 02/2020 dated 20/04/2020 - Ministry of Commerce & 
Industry, Department of Commerce, Directorate General of Trade Remedies  Revised Timelines for 
Sunset Review Investigation for Anti-Dumping Duty  
http://www.dgtr.gov.in/sites/default/files/Trade%20Notice%2002-2020.pdf 

7. F. No: 6/38/2019-DGTR  dated 29/04/2020- Ministry of Commerce & Industry, Department of 
Commerce, Directorate General of Trade Remedies  Countervailing / Anti Subsidy Investigation 
concerning imports of Soda ash originating in or exported from Turkey ( Case No. OI (CVD)-10/2019) 
- Soda Ash Extension. 
http://www.dgtr.gov.in/sites/default/files/Soda%20Ash%20extension.pdf 
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12 Foreign Investment Promotion Board (FIPB) Approvals (US$ Million)

13 Foreign Exchange Reserves (US$ billion)

14 Fiscal Deficit (Apr 2019-Mar 2020)

15 Purchasing Managers Index (PMI)

1 Alkali Imports (MT)

KEY INDICATORS MARCH 2020
Qty (Mar 

2020)
Qty (Mar 

2019)
% Difference  

(Y-o-Y)
Qty (Feb 2020) % Difference  

(M-o-M)
"FY 2019-20  
(upto Mar)"

FY 2018-19 
(upto Mar)

% Difference Total Imports  
2018-19

Caustic Soda 37,498 12,866 191.4% 24,855 50.9% 374,976 235,364 59.3% 235,364

Soda Ash 60,462 57,265 5.6% 68,013 -11.1% 946,031 838,464 12.8% 838,464

Average Price in Mar 2020: Caustic Soda - 306 USD/MT (Lye); Soda Ash - 226 USD/MT 

2 Foreign Trade - Merchandise (US$ billion)

Mar 2020 Mar 2019 % Difference FY 2019-20(upto Mar) FY 2018-19(upto Mar) % Difference Total Imports 2018-19

Imports 31.2 43.7 -28.7% 467.2 514.1 -9.1% 514.1

Exports 21.4 32.7 -34.6% 314.3 330.1 -4.8% 330.1

Surplus/Deficit -9.8 -11.0 -152.9 -184.0 -184.0

Mar 2020 Mar 2019 % Difference

Mining 132.7 132.7 0.0%

Manufacturing 114.8 144.6 -20.6%

Electricity 149.2 160.1 -6.8%

Mar 2020 Feb 2020 % Difference

Net Foreign Direct 
Investment

2,874 1,981 45.1%

Net Portfolio 
Investment

-16,165 1,021 -1683.3%

Total -13,291 3,002 -542.7%

Mar 2020 Mar 2019 % Difference

Chemical & Chemical Products 94.7 128.9 -26.5%

Textiles 104.5 120.3 -13.1%

Paper & Paper Products 71.0 99.6 -28.7%

Basic Metals 144.3 177.2 -18.6%

Mar 2020 Mar 2019 % Difference

India NA NA NA

Russia 124.5 124.6 -0.1%

Brazil NA 95.4 NA

European Union (27) 94.2 106.5 -11.5%

USA 100.2 105.4 -4.9%

3 Exchange Rate (Rs./USD) 9 All India Inflation Rates (Base: 2012=100)

10 Consumer Price Inflation - Industrial Workers (Base: 2001=100)

11 Foreign Investment Inflows (US$ Million)

4 Index of Industrial Production (Base: 2011-12=100) 

5 Index of Core Industries (Base: 2011-12=100) 

6 Index of Industrial Production - Broad Sectors (Base: 2011-12=100) 

7 Index of Industrial Production - Manufacturing Sub-groups  
   (Base: 2011-12=100) 

8 Index of Industrial Production Country-wise Comparisons  
   (Base: 2015=100)    

Mar 2020 Feb 2020 Jan 2020

74.35 71.49 71.31

Mar 2020 Mar 2019 % Difference

148.7 140.4 5.9%

Mar 2020 Mar 2019 % Difference

326 309 5.5%

Mar 2020 Mar 2019 % Difference

120.1 144.1 -16.7%

Mar 2020 Mar 2019 % Difference

137.0 146.5 -6.5%

Mar 2020 Feb 2020 Jan 2020

188 26 24

Mar 2020 
(as on 27 Mar 2020)

Feb 2020 
(as on 28 Feb 2020)

% Difference

476 482 -1.2%

Mar 2020 Feb 2020 Jan 2020

51.8 54.5 55.3

% of Actuals to Budget Estimates FY 
2019-20

% of Actuals to Budget Estimates FY 
2018-19

122.0% 102.4%

Index over 50 shows expansion, while below 50 means contraction

The fiscal deficit for FY20 is 4.6 % of GDP, higher than revised 
estimate of 3.8 %.

Data Source: GOI, OECD, IHS & AMAI Research
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AK TYAGI

TURNKEY PROJECTS DELIVERED IN 32+ COUNTRIES

Chairman, Nuberg Engineering

India based Global EPC Company

Operating in 32+ Countries

115000 sqm. Manufacturing Facility in Gujarat

750+ Engineering Professionals

R&D Facility in Sweden

TURKEY
Sulfuric Acid EPC Project

SWEDEN
Chlor Alkali EPC Project

BANGLADESH
Hydrogen Peroxide EPC Project

EGYPT
Sulfuric Acid EPC Project

PARAGUAY
Chlor Alkali EPC Project

ALGERIA
Chlor Alkali EPC Project

SAUDI ARABIA
Anisole EPC Project

ABU DHABI
Chlor Alkali EPC Project

EPC & LSTK SOLUTIONS ACROSS INDUSTRIES

Nuberg EPC is a global EPC and turnkey project management company providing solutions 

with basic engineering and process know-how either from its own intellectual property or 

licensed from technology suppliers. Having set up 15+ greenfield plants worldwide with 

modern technology, Nuberg is one of the fastest growing EPC companies in Chlor Alkali, 

Hydrogen Peroxide, Sulfuric Acid and Calcium Chloride. With in-house engineering set up of 

over 300000 available man-hours, construction team, state-of-the-art fabrication facility and 

Sweden based R&D Centre, we serve worldwide including India, Sweden, Egypt, Abu Dhabi, 

Turkey, Algeria, Romania, Saudi Arabia, Oman, Qatar, Bangladesh, Ethiopia and Paraguay.

Engineering

Construction

Project Management

Corporate Office: Nuberg House, A-38 H, Sector-64, Noida-201301, India

Website: www.nubergepc.com | Email: epc@nuberg.in

CHEMICALS AND FERTILIZERS

STEEL NUCLEAR AND DEFENCE

HYDROCARBONS

Technology Know-How

Procurement

NUBERG EPC
Making Ideas Happen

NUBERG EPC
Making Ideas Happen


