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HOW TO UNTANGLE INDIA'S 
INFRASTRUCTURE CONUNDRUM 
It's the absence of integrated planning and logistical bottlenecks, not funds or environmental 
clearances, that keep the country's infrastructure growth down, say captains of industry 

ack of integrated planning is 
at the root of the logjam grip- 
ping India's infrastructure 
rowth. This was the unani- 

mous conclusion drawn by 
top industry leaders as they debated on 
ways to bring the nation back on the 
path of nine per cent annual economic 
growth rate at the Business Standard 
National Infrastructure Summit 2013 

the country's problems in securing ade-
quate energy by highlighting the need for 
integrated planning. "In the 11th Plan, 
we ramped up capacity to 56,000 Mw, of 
which 76 per cent was thermal capacity. 
The amount of capacity added since then 
on a yearly basis was equal to the size of 
capacity created during the tenure of pre-
vious five-year plans. Suddenly, there 

capacity addition. India added 56,000 
Megawatts (Mw) of fresh power capac-
ity in the last Plan period ended March 
2012, against 21,000 Mw in the 10th 
Plan and 20,000 Mw in the Ninth Plan. 

"This is huge growth and we were 
not prepared for it. Most of the issues 
are the outcome of lack of integrated 
planning among ministries," Uppal 
said. "Most of the problems that have  

annual coal production of 300 million 
tonnes (mt). In 36 months from a given 
date, we can reach 100 mt incremental 
production from each of the coal blocks 
if we had the right logistics. There are 
constraints in environment but I can 
happily live with them. The problems 
are with leakages in rail connectivity." 

A case in point for CIL was that about 

300 mt of additional supply potential 
was stuck for want of three rail corridors 
in Jharkhand, Odisha and Chhattisgarh. 
Work at one of the corridors — to con-
nect Jharkhand's Karanpura coalfield 
with the mainstream — has been lan-
guishing since 1994. 

Lanco Power's Gopal raised concern 
over long-distance coal transportation, 
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which sometimes extended beyond 
2,000 lun. "It does not make sense to 
spend four times the cost of coal pro-
duction on transportation of coal. 
Power projects have not come up at pit-
heads because of lack of integrated 
planning." Gopal also pitched for doing 
away with rate-based bidding for pow-
er supply and endorsed pan-India and 
complete regulatory sale of power to 
secure investor interest." 

Given the high interest rates in the 
country, a few panelists urged banks to 
relax the norm on debt-to-equity ratio. 
"Banks must take a pragmatic view and 
should not insist on high equity partic-
ipation from the private investor devel-
oping the project. Already, the burden 
of interest on debt is very huge on the 
company. Power capacity is currently 
set up at a cost of ?6-7 crore per Mw. 
There is no company in India which 
can bring in 20-25 per cent of equity. 
The debt today costs 12 per cent, so 
banks must not insist on 20-25 per cent 
and should look at 10 per cent and pri-
marily look at if the project is convinc-
ing," said Uppal. He highlighted anoth-
er worrying trend — the slump in 
demand from beleaguered state utili-
ties had led spot power prices to drop to 
Z2 a unit. 

IIFCL Debt Fund's Rao offered a dif-
ferent perspective on funding issues 
by highlighting the lacunae in the way 
projects were structured. "Fund avail-
ability is not a problem but appraisal of 
projects becomes difficult owing to land 
and environment-related issues." 
He said IIFCL had not been able to dis-
burse substantial funds for infrastruc-
ture projects simply because the pro-
posals weren't based on sustainable and 
bankable models. 
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