Bailing out RINL

Besides political-economy compulsions, this
also reflects changed approach to the Pword

UDGET 2025 IS likely toreflect a steadily lowering of ambition on
big-ticket privatisation or strategic disinvestments that were
announcedwith muchfanfarein Budget 2022. ’affaire Rashtriya
Ispat Nigam Ltd (RINL) — a state-owned enterprise operating the
7.3 milliontonnes perannumsteel plant in Vizag — exemplifies the National
Democratic Alliance (NDA) regime’s waning appetite for the Pword. In Jan-
uary 2021, the cabinet committee on economicaffairs approved its privati-
sationbutfouryearslater,ithas cleareda ¥11,440-crore revival package.The
government has also decided to put on hold privatisation of nine state-
owned units,besides closing down nineailing central public sector enterpri-
ses.All of thisisinsharp contrast to Budget 2022 whenitannounceda sweep-
ing agenda on privatisation which included Air India, BPCL, Shipping
Corporation of India, Container Corporation of India, IDBI Bank, BEML,
Pawan Hans, Neelachal Ispat Nigam L td, besides two publicsectorbanksand
ageneralinsurance company.However, barringAirIndiaand Neelachal Ispat
Nigam Ltd which went to the Tata Group and the recent sale of Ferro Scrap
Nigam toaJapanese company,theothertransactionsare onthebackburner.
Strategic disinvestments therefore are in abeyance despite the govern-
ment’s stated intention that it has nobusiness tobe in business.The U-turn
on RINLreflects political-economy compulsions of the ruling dispensation
thatnowdependsonregionalalliesin Andhra Pradeshand Bihar. RINLis the
first shore-based integrated producer of steel based in Andhra whose chief
minister is more interested in its revival than privatisation. So, too,do thou-
sands of workers of the steel plant. While RINL’s package provides a fresh
lease of life — reflecting the Centre’s “holistic”’approach towards public cap-
ital management — the big question is, howfarwill it go to revive the belea-
guered steel maker? Orisit merelyto enhanceitsvaluation for privatisation
in the future?
While the package willhelp RINLpayemployees’salaryarrearsincluding
monthlysalarybilland enable full productionwith twoblast furnacesin Jan-
_uaryand three blast furnaces in August, it does not address the important
reasons why it is in such a bad shape financially. RINL's travails include the
lack of a captive mine for iron ore and coal, cyclical markets, and a liquidity
problem. Financialviabilityisnot possiblewhenitis forced tobuyiron oreat
market prices which are 10 times costlier than from captive sources. While
the government has backtracked on the Pword, RINL's fortunes will not
revivewith thebailout.Asolution thathasbeendiscussedat the Centrewould
be tomerge it with the state-owned Steel Authority of India Ltd which has
captive sources of raw materials to help RINL Iower unit costs of steel pro-
duction and achieve better capacity utilisation,which hit 63%last year.
There is also a precedent for this when HPCL was taken over by another
state-owned entity, Oil and Natural Gas Corporation, in FY18.REC toowas
taken over by the state-owned Power Finance Corporation in FY19. Once
- RINL becomes viable, more resources can be devoted to modernisation by
replacingitsblast furnaceswith electricarc furnaces toreduce emissions.As
it produceslong productslike wirerods,billets, rebars,and rounds, RINL def-
initely can be an integral part of the NDA’s $ 1.4-trillion infrastructure push
for growth which is highly steel-intensive in nature.



