
Cement companies fared well in the June quarter, helped
by higher price realisations and cost savings.

For Grasim Industries, revenue from cement business
formed 78% of the gross revenues and grew 29.5% year on
year, driven by a 23% increase in volumes following ramp-
up and higher growth in the northern region. Decline in
petcoke and imported coal prices led to a 610 basis points
(100 basis points make one percentage point) improve-
ment in operating margins of the cement business to
36.6%. At the earnings before interest and tax (ebit) level,
the cement business posted an increase of 58%.

Ultratech’s net profit increased 57.7% to Rs 417.8 crore,
helped by better price reali-
sation and lower other ex-
penditure. Revenues in-
creased 30.5% to Rs 1,952.78
crore, led by a 24.4% in-
crease in volumes and a 5%
increase in realisation. Op-
erating margins increased
690 basis points to 36.7%
year on year.

ACC’s revenues in-
creased 15.1% to Rs 2,081.3
crore and net profit by
84.7% to Rs 485.6 crore. Rev-
enues were helped by better
price realisation and prof-
itability was boosted due to lower expenses. Operating
margins increased by a commendable 832 basis points to
35.3%. Higher captive power and decrease in internation-
al coal price led to lower power and fuel cost.

Revenues of Shree Cements increased 50.5%, driven
by higher than expected volumes and price realisation. A
7% decline in cost per tonne of cement resulted in dou-
bling of operating profit. Lower-than-expected power and
fuel costs (down 8%) and a 281% increase in other income
also helped profitability. Net profit increased by a whop-
ping 163%.

The results of Ambuja Cements were, however, below
expectations as higher energy costs and clinker purchase
offset the improvement in price realisation. Energy costs
increased due to high-cost inventory of coal and higher
share of costly international coal in the company’s fuel
mix. Revenues increased 18.2%, driven by a 7.1% hike in
cement realisation and sales volumes contributed the rest.
The company’s net profit declined by a sharp 43.8%.

A decline in the cost of raw materials such as steel and
aluminium helped auto companies improve their operat-
ing margins for the quarter ended June.

Two-wheeler maker Bajaj Auto saw its operating mar-
gins improve by a commendable 790 basis points (100 ba-
sis points make one percentage point) to 19.48%. Besides
the decline in raw material costs, margins got a boost from
exchange rate benefit on exports. Bajaj’s net profit in-
creased 68% year on year, beating the 19% average fore-
cast of analysts. Revenues, however, increased 1.5%, com-
pared with a 3.15% decline forecast by analysts.

Rival Hero Honda’s op-
erating margins increased
478 basis points to 17.01%.
Raw material cost as a per-
centage of total operating
revenues declined to 67.7%
from 71.7% last year, help-
ing operating performance.
Strong operating perform-
ance resulted in an 83%
growth in net profit. Total
operating revenues in-
creased by a robust 34%,
driven by higher sales real-
isation and a 25% increase
in sales volumes.

In the four-wheeler space, Maruti Suzuki India im-
proved its margins by 48 basis points to 12.22%, led by
favourable foreign currency movement and savings in oth-
er expenditure. Maruti’s total operating income in June
increased 33.6%, driven by a 17.7% increase in sales vol-
umes and the rest from better price realisations. Sales vol-
umes were helped by a 135% increase in export sales vol-
umes, mainly driven by A-star.

Tata Motors’ operating margins improved 421 basis
points to 11.19% due to a 14.2% decline in total raw mate-
rial costs and a 7.6% decrease in other expenditure. The
company maintains that margins increased due to better
prices realisation, better product mix and lower com-
modity prices, even though inventories rose from 28 days
to 32 days quarter on quarter.

Margins of Mahindra and Mahindra increased 670
basis points to 14.4%, driven by a decline in raw material
costs and other expenses as a percentage of sales. Strong
operating performance helped the company post a 151.6%
increase in net profit.
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Costs fillip

K V Ramana. Hyderabad

With uncertainty over supply of gas
from the KG basin, the Andhra
Pradesh government has decided 
to alter some of its power 
generation plans, which were de-
signed based on the future availabil-
ity of gas from Reliance.

The state government through
APGenco, the power generation util-
ity, had been working on a plan to set
up a 2,100 mw gas-based power unit
in Karimnagar. The plant was ex-

pected to need about 9 mmscmd gas
and Reliance had issued a gas allo-
cation letter to the government for
this unit in 2007.

Now, with the gas allocation exer-
cise being taken over by the central
government and the empowered
group of ministers (eGoM) yet to
make any allocations to this unit,
the state government is working on
a plan to convert the unit into a ther-
mal project.

The government estimates the
state requires about 16 mmscmd gas.
Of this, about 6 mmscmd is coming
from ONGC. The eGoM had allotted
7.7 mmscmd gas from Reliance and
had allowed the company to supply
another 2.3 mmscmd depending on
the offtake. Reliance has been sup-

plying the entire 10 mmscmd to meet
the needs of the state.

According to senior official
sources, the state government now
has little hope on getting any addi-
tional gas from Reliance.

“The entire production for now

seems to be tied up and there is no
hope for any further allocations
from what is being produced. Even-
tually, whenever the production is
increased, it is the centre that takes
a call on allotments. There is a lot of
unmet demand in the other parts of

the country and the centre would
definitely give priority to those proj-
ects. So, there is a need for Andhra
Pradesh to go back to thermal units
for adding more power generation
capacity,” the official said.

RIL started supplying gas from its
D6 block in the KG basin from the
first week of April 2009 and the ini-
tial production was pegged at about
5 mmscmd.

The production had reached
about 31 mmscmd by August 1, 2009.
Of this, RIL is supplying 10 mm-
scmd of gas to projects in Andhra
Pradesh, 5 mmscmd of gas to Maha-
rashtra, 7 mmscmd for projects on
the HBJ pipeline and 8 mmscmd for
projects in Gujarat.
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Karimnagar plant may go thermal

Proactive approach, prompt action needed to beat Bollywood blues
The media and entertainment in-
dustry, particularly the films seg-
ment, in India has experienced ro-
bust growth over the last few years
and has become one of the fastest
growing sectors of the economy
despite the economic downturn.
Lately, however, the glitzy world of
Bollywood has seen a rush of liti-
gations for reasons ranging from
intellectual property infringe-
ment to breach
of licence
terms such as
non-payment.

The phenomenon has struck in-
numerable movies of late, includ-
ing the Oscar winning Slumdog
Millionaire, ensuring the produc-
ers spend their days pacing court
corridors instead of getting things
set for their premiere.

Sometimes, these controversies
seem to crop up strategically, just
before the release. The Roshans
were among the earlier ones to be
hit, with damages of Rs 2 crore be-
fore the release of the film Krazzy
4 in 2007, as music composer Ram
Sampath had alleged that the title
song of the movie had been pla-
giarised from tunes he had com-
posed earlier. Later, attempts were
made to stall the releases of mag-

num opus Jodha Akbar and Singh
is Kinng on religious ground,
while the latter part of 2008 saw
Ghajini victimised by litigations
over remake rights and copyright
infringement just five days before
its release.

In recent times, respective par-
ties have approached courts even
before the satellite and home
video release of a film on the

ground that it
is a separate
cause of action
claiming in-

fringement of copyright in certain
portions of the film. For instance,
Sony recently filed a copyright in-
fringement action against Shree
Ashtavinayak Films just before
the exploitation of Home Video
Rights of Golmaal Returns.

However, in most cases, such de-
layed actions are not successful.
The courts have approached such
issues strictly and have held that
delay in approaching the court, as
far as grant of equitable relief is
concerned, is always fatal. There-
fore, the intellectual property
owner must not waste any time in
taking action against the in-
fringers. In fact, time consumed in
exchange of notices may also be

considered as a delay in ap-
proaching the court and may
work against the interests of the
plaintiff.

The courts have reasoned that
laches and delay would have led
to the defendant altering his posi-
tion to his detriment and the
grant of injunction at this stage
would lead to irreparable loss and
injury. In a title litigation involv-
ing the popular Kabhi Alvida Naa
Kehna, the Delhi High Court said
that if the plaintiff was a serious
producer, he ought not to have ig-
nored gossip within his trade,
whether it is in the form of press
reports or exchange of communi-
cation to the guild/ association
claiming the same title and
should have approached the court
immediately upon the mahoorat
when it was certain that the movie
was in production stage. Even in
the famous Hari Puttar case, the
Delhi High Court rejected a title
infringement lawsuit filed by
Warner Bros saying they had
known the title of the impugned
film since 2005 and had delayed
bringing the case to court until the
last moment.

The most potent strategy for the
right holder would be to nip the

devil in the bud by sending a legal
notice of cease and desist to the
defendants and proceed with legal
action immediately, seeking dam-
ages and injunction.

Since title infringement, script
plagiarism and lifting of music or
lyrics are the most contentious is-
sues in the film industry, the right
holders must keep track of news
items and notices published in
newspapers and trade magazines
and must act immediately. These
periodicals have proven to be ex-

cellent platforms for receiving pri-
or notice of future projects and
latest content acquisitions made
for the potential claimants.

Further, courts have often en-
tertained cases when filed imme-
diately on the announcement of
the mahoorat of the film or the re-
lease of the music or in the event
a snapshot of the litigious story-
line is published. Though courts
have exercised caution on most oc-
casions and allowed the producers
to make a representation before

them, there have been instances
where ex-parte injunctions have
been granted based on pure spec-
ulation or frivolous claims.

The best legal precaution that
the parties can take to consider-
ably preclude such a prejudiced
order would be to keep a vigil for
potential threats and file a caveat
immediately in the appropriate
court. This ensures the defendant
is given appropriate notice 
before the case is placed for hear-
ing and the party has a chance to

be heard and prevent any adverse
decision without a chance to de-
fend their rights.

The trend of media litigation
has also caught the fancy of over-
seas media giants such as Twenti-
eth Century Fox. Bollywood pro-
duction house BR Films has been
sued by the Hollywood film studio
for allegedly copying the storyline
and script of their comedy My
Cousin Vinny in the movie Banda
Yeh Bindaas Hai. A further impe-
tus to the foreign litigants is that
Indian courts have begun to adopt
a fair and equitable approach
while dealing with damages and
costs of litigation and have re-
cently been awarding huge dam-
ages and costs.

The Indian film industry’s ro-
mance with the courts has begun
and the “courtship” period seems
to be a long one. To ensure a 
happy ending, rightful owners
must adopt a proactive approach
and take prompt action against
the offenders. One must remem-
ber that time is of essence and the
key to achieve justice in media re-
lated litigations.

The writers are with Nishith Desai Associ-
ates, a Mumbai based international tax and
legal counselling firm. Views are personal.

AS LITIGATIONS IN THE FILM INDUSTRY MOUNT, HERE’S WHAT THE STAKEHOLDERS NEED TO KEEP IN MIND

Ranjana Adhikari,
Vyapak Desai & Gowreecomment

■ Cast members from the film Slumdog Millionaire. — Bloomberg

Infrastructure was given a strong 
thrust in the Union Budget. The road
transport & highways ministry has tak-
en the lead by announcing ambitious
targets and bringing about changes to
make highway projects more viable.
Brahm Dutt, the road transport &
highways secretary, spoke to G
Seetharaman on some of the issues
concerning the sector. Excerpts:

Kamal Nath said there
would be a Rs 1 lakh crore
investment in highways
this year. Where is this
money going to come
from? 

We don’t need Rs 1 lakh crore. That’s
not the investment for the year, but the
value of the projects that are to be
awarded this year. The total size of the
programme up to 2015 is about Rs 3.3
lakh crore. So we need over Rs 50,000
crore per year, which will come from
both the government and the private
sector. We have a revenue stream in the
form of cess and toll, so I don’t think
raising the money is a problem. We will
raise it as and when required.
Nath also said about 98% of the Gold-

en Quadrilateral is complete and the
rest will be done soon. How soon? 

About 200 km were stuck due to
some problems and they have now been
re-awarded. They should be finished in
1.5-2 years.
What’s the status on the north-south-
east-west (NSEW) corridor? 

We have time till 2011. There are
some projects in Jammu & Kashmir
and Kerala that have not been awarded.

They will be awarded by
March and it should not
take long for them to be
completed.
Given that the amount un-

der disputes between National High-
ways Authority of India and developers
is about Rs 10,000 crore, are plans un-
derway to set up a special tribunal? 

We already have a system in place
and we were thinking of amending the
NHAI Act, 1988 to set up a special tri-
bunal. But given what amending an act
takes, we are still looking into it.
Could we see the hybrid (annuity-cum-
toll) model in action soon? 

Yes, it is only a question of time. It
has received a good response and we
are just working it out.

How is the land acquisition process be-
ing sped-up? 

Like we said earlier, the NHAI will
set up 150 units across the country for
land acquisition. These units will com-
prise of retired officers from the rev-
enue and other departments concerned
with land acquisition in various states.
This should help in acquiring land
faster than earlier.
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Crop protection products
manufacturer United Phos-
phorous Ltd will launch four
new products by March 2011,
Chairman and MD Rajju
Shroff said.

The company, which has a
presence in 86 countries and
21 manufacturing sites across
the world, will launch them in
India and overseas.

Two of the products are
wheat herbicides, while the
other two are insecticides for
cotton, rice and vegetables.

“We expect around Rs 100
crore domestic revenue from
the new products and expect
margins to be in the range of
25-30% for these products,”
Shroff said.

“The research (for new
products) is an ongoing

process. Our research and de-
velopment expenditure is
around 2-5% of our total
turnover.”

He does not expect the poor
monsoons to impact the com-
pany’s volumes. “We are very
optimistic despite the bad
monsoon which has pro-
longed,” he said.

Though Shroff sees a “little
downward trend” in pricing
and some pressure on mar-
gins, he expects the company
to maintain its operating mar-
gin guidance of 19-20% in

2009-10 (April-March) with
15% volumes growth.

“But overall, all geogra-
phies look promising,” he
said. The company targets a
consolidated revenue of Rs
6,000 crore this financial year.

The company’s reliance on
domestic markets has de-
clined markedly. In 2001-02,
contribution of the domestic
market to total revenue was
around 53%. But now it is
around 20%.

“We will continue with this
trend (of growth) in the Euro-

pean market, American mar-
ket and Japanese market. We
see the 80:20 revenue sharing
remaining in favour of over-
seas markets,” Shroff said.

The rise in international
revenues was the result of the
inorganic growth undertaken
over the last three years.

The company is also inter-
ested in making some more
acquisitions to pursue
growth. “We are open to ac-
quisitions in any part (of the
world)... we are looking for
Latin American markets and
other things...,” he said.

For 2009-10, the company
has earmarked Rs 200 crore
for expansion. It is setting up
a pesticide and pesticide in-
termediate factory at Dahej,
Gujarat, which will be ready
in two years.

“Our capacity utilisation at
all our plants are above 80%
and in the future we want to
increase it... but cannot give a
number by how much exact-
ly,” said Shroff. NW18 

Uncertainty over gas
supply forces Andhra
govt to change plans

Powerless 
The planned 2,100 mw plant was
expected to need about 9
mmscmd gas 
Reliance had issued a gas alloca-
tion letter to the govt for this
unit in 2007 
But the empowered group of
ministers yet to make any alloca-
tions to this unit 

‘Golden Quadrilateral
will be ready in 2 yrs’

We could we see the
hybrid (annuity-cum-toll)
model in action soon… 
It has received a good
response and we are just
working it out.
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United Phosphorus to launch
four new pesticides by Mar 2011 
Company on the
lookout for overseas
acquisitions

Abhijit Doshi. Mumbai

Since the recognition of the
current economic crisis in
September, most economies
have witnessed large interest
rate cuts and huge govern-
ment spending to revive de-
mand and through it, their re-
spective economies.

It was assumed the govern-
ment infusion it will find its
way to people who will spend
it quickly. The wider circula-
tion of money will thus have a
multiplier effect and revive de-
mand in turn.

Whether this happens or
not depends on the quality of
expenditure undertaken.

Money should be spent in a
way that it quickly reaches
those hands which are keen to
spend it. If, on the contrary, it
is put in hands of people who
would put it in their bank ac-
counts, the stimulus packages
may fail to deliver the expect-
ed outcomes.

When Indian authorities —
the government and the Re-
serve Bank — began talking in
terms of stimulus package,
one would have thought that it
would be around infrastruc-
ture-related schemes.

What happened was tax
concessions and liquidity-in-
jection into the banking in-
dustry. Then, the government
came out with a farm-loan
waiver and expansion of rural
job guarantee plan.

There is more than one
view on which is right.

The government should en-
sure that its expenditure is tar-
geted more towards people at
the bottom of the pyramid,
who are likely to spend the
most, according to Dilip
Nachane, director of Indira
Gandhi Institute of Develop-
ment Research. This would
help increase India’s fiscal
multiplier, a measure of the
impact of the government ex-
penditure on national income.

On the other hand, Raghu-
ram Rajan, economic advisor
to the prime minister, is scep-
tical of the government spend-
ing as he feels most of it may
not lead to productive demand.
Rural income generated
through the jobs could be

spent on food items, which
would actually fuel inflation,
although Rajan recognises the
need for an employment
scheme in the farm sector.

Nachane says government
spending on infrastructure
may not create the desired
multiplier as it is not labour
intensive and also, such ex-
penditure is pro-cyclical.

It is interesting to note here
that the research department
of the IMF has tried to look at
this issue from the angle of
measuring what effects fiscal
spending could have on the
growth of various economies.

A Staff Position Note by
Antonio Spilimbergo, Steve
Symansky, and Martin Schin-
dler has quantified the effects
an increase in fiscal deficit
could have on a change in out-
put in different countries.

According to the note, the
size of the fiscal multiplier
ranges, on an average, from 0.5
to 1.5 for large developed coun-
tries and 0.5 to 1.0 for medium-
sized countries. The authors
have taken mostly developed
economies into account, and
point out that the size of such
a multiplier would depend on
certain factors. For example,
lower leakages (that part of
the stimulus package spend-
ing which is used for more im-
ports) would increase the size
of the multiplier.

In addition, the size of the
fiscal multiplier would also de-
pend on how accommodative
the country’s monetary poli-
cies are. If nominal interest
rate does not rise following fis-
cal expansion, the multiplier
would be larger as private in-
vestment would not have been
crowded out.

The paper also says if fiscal
stimuli decrease confidence
among investors and con-
sumers, they could have a neg-
ative effect and push the econ-
omy further into recession.

India’s fiscal multiplier is
around 1.3, compared with the
US’s 3.5-3.8, and the UK’s 2.5.
The reason for India’s low fis-
cal multiplier is that money
spent by the government is
mostly reaching the middle
class and upper-middle class
people, who save more. NW18

Expenditure quality
key to successful 
stimulus plan
Money should be spent such that it quickly
reaches hands that are keen to spend it
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