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Vedanta’s Induced Impact estimated at Rs 3.74 Lakh Crore, or 2.2 percent
of India’s GDP: Institute for Competitiveness

New Delhi, 31st July 2019; Highlights:

e Vedanta directly contributes 0.40 percent to India’s GDP through its
operations.

e The indirect impact of company through its supplier network i.e. supplier’s
operations, their contribution to GDP, and ability to generate employment
across value chain is as large as 1 percent of India’s GDP

e The induced impact of Vedanta’s operations that captures the consumption
patterns i.e. how the employees (including that of the suppliers) spend their
wages in the consumer economy, generating jobs and impacting GDP is
equivalent to 2.20 percent of India’s GDP

e Vedanta is creating 9,62,824-man years of employment yearly through all of
its group companies. This translates into creation of 17 job opportunities in
India for every direct employee in Vedanta.

e The study highlights how privatization can help our economy by reviving
unprofitable public sector enterprises. For instance, the profit after tax (PAT)
of HZL in 2018 was INR 9276 crore. According to our estimates, had it been
under government control the value of PAT would have been INR 462.2 crore
instead.

e The company also helps India in reducing its import bill and saving precious
foreign exchange reserves. For instance, the total foreign exchange savings due
to the domestic production and supply of HZL’s products (lead, zinc and silver)
amounts to INR 14,458 crore.

e The companies in Vedanta Group contribute a high proportion of their revenue
in taxes that can be used to create a significant impact on different sectors of
the economy. For instance, HZL contributed 52 percent of company’s revenue
in taxes in 2017-18; an amount which is large enough to support the primary
education of 1.32 crore students.

Businesses have a substantial impact on people’s lives, whether as employees, suppliers,
investors or consumers. They play a critical role in shaping people’s wellbeing, generating
employment opportunities and enhancing the economic prosperity of regions. This happens
through the choice of products and services that they offer to the society, their investment
decisions, the contribution to public finances, the opportunities they offer for skilling and
training, their internal governance, or through their impact on the physical space and the
resources available to society and future generations.

In a major shift from the past, the role of the private sector in the economy is being increasingly
recognised by the Indian government as well. The Finance Minister, Nirmala Sitharaman in
her recent budget speech highlighted that the private sectors are the wealth creators. She said,
“Gone are the days of policy paralysis and license-quota-control regimes. India Inc. are
India’s job-creators. They are the nation’s wealth-creators. Together, with mutual trust, we
can gain, catalyse fast and attain sustained national growth”. The private sector not only helps
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in achieving the economic objectives but also impact the social progress of the country. They
solve societal challenges either by rebuilding business models around social issues or through
increasing their social investments aimed at enhancing ease of living.

The study “Economic and Social Impact Analysis of Vedanta” released by Institute for
Competitiveness, is aimed at analysing the impact of seven companies of Vedanta, namely,
Hindustan Zinc Limited, Bharat Aluminium Company Limited, Vedanta Aluminium Limited,
Talwandi Sabo Power Limited, Sesa Goa Iron Ore, Sterlite Copper, and Cairn India. It can be
downloaded from the link (https://www.competitiveness.in/impact-analysis).

It assesses the company’s impact beyond the immediate effect created through revenue growth
using India’s input-output tables. The study undertakes a wider assessment of the company’s
impact at two levels: the output growth of its suppliers and the consumption effect generated
by its employees. The direct impact of company’s operations i.e. through its revenue is as
large as 0.40 percent of India’s GDP. The indirect impact, which captures how the company
is enhancing the output of its suppliers, is INR 1,69,550 crores, that is as large as 1 percent of
India’s GDP. )

The company also impacts the economy through the remuneration of its employees, a part of
which is spent on consumption of goods and services, which further creates jobs and increases
the country’s GDP. This impact, known as the induced impact, is as large as 2.20 percent of
India’s GDP. Out of the six companies for which the input-output study was carried out in the
study, Hindustan Zinc’s induced impact is the highest at 0.76 percent, followed by Vedanta
Aluminium (0.64), Cairn India (0.29), Balco (0.26), TSPL (0.14) and Sesa (0.09).

Apart from Vedanta’s impact on the Indian economy through output creation, the report also
analyses the impact of the company through the lens of employment generation. It has been
estimated that Vedanta Aluminium has the highest job creation capacity i.e. 21 jobs per
employee, followed by HZL (18), Cairn (13), Balco (12) and TSPL (6).

A consistency in driving productivity of workers is what helps companies to maintain a
competitive edge. Therefore, the report also examines the labour productivity to get an idea of
the future prospects of the company. The results show that the productivity of the company has
significantly increased in the last few years. For instance, an average HZL employee is over
100 percent more productive today than it was five years ago.

Another level of impact by the company is through the improvement in import substitution
capacity of the economy through its operations. They also cater to the domestic demand for the
metals such as zinc, aluminium, copper, silver, iron, lead and oil that helps the country to save
foreign exchange. Through these operations, Vedanta benefits the country by reducing its
import bill. It also helps the country earn foreign exchange by exporting these mined metals.

The report brings out that some companies of Vedanta group serve as a perfect example for
portraying India’s privatisation story. For instance, government decided to privatise Hindustan
Zinc in 2001 as its operations were becoming unviable. After acquisition by Vedanta the
company witnessed a stark upswing in its revenue and profits. The profit of the company for
the year 2018 was is INR 9276 crore. As per projections, it would have been INR 462.2 crore
had it still been under government control.


https://www.competitiveness.in/impact

IFC INSTITUTE for
LN COMPETITIVENESS

The study investigates the social impact of Vedanta by looking at its CSR projects. It is found
that the company is trying to improve social landscape of the country across different aspects
such as malnutrition, education, water and sanitation etc. through their initiatives.
e The flagship initiative of Vedanta “The Nand Ghar” project in partnership with
Ministry of Women and Child Development is aimed at ensuring the
development of rural India. The project address issues relating to pre-primary
education, health care, nutrition for children and economic empowerment for
women in rural India.
e To address the challenge of dropout rates, HZL has started Siksha Sambal
Initiative empowers students from classes 9th to 12th studying in government
schools to complete their secondary education. It results in a cumulative
income improvement of about INR 20 crore on a yearly basis. Cairn India
through its activities under the ambit of water and sanitation has prevented a
loss INR 34.44 crore.

The report is an attempt to develop a body of work aimed at analysing how enterprises
are creating a positive social impact and generating economic value. This is driven by the
understanding that as businesses grow, they focus more on creating an inclusive economy
by addressing societal challenges.

About the Institute for Competitiveness

Institute for Competitiveness, India is the Indian knot in the global network of the Institute
for Strategy and Competitiveness at Harvard Business School. Institute for Competitiveness,
India is an international initiative centered in India, dedicated to enlarging and purposeful
disseminating of the body of research and knowledge on competition and strategy, as
pioneered over the last 25 years by Professor Michael Porter of the Institute for Strategy and
Competitiveness at Harvard Business School. Institute for Competitiveness, India conducts &
supports indigenous research; offers academic & executive courses; provides advisory
services to the Corporate & the Governments and organises events. The institute studies
competition and its implications for company strategy; the competitiveness of nations,
regions & cities and thus generate guidelines for businesses and those in governance; and
suggests & provides solutions for socio-economic problems.

Notes to Editors
For more information on the Economic and Social Impact of Vedanta, please visit
http://www.competitiveness.in
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