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Most wanted fuel: Why coal needs to keep burning

By: Anuj Agarwal and Prachi Priya | Updated: February 8, 2019 111 AM

Despite the emphasis on renewables, coal remains critical for electricity generation. Advertisement

CEA officials have mentioned that new coal-based generation capacity is essential ‘
for increased base-load demand and grid stabilisation. The push towards \
electrification cannot be achieved without coal, and industrial demand for power
and coal will increase as economic activity grows
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The gilets jaunes (yellow vests) movement in France started last year in response to

rising taxes on petrol and diesel, which were proposed by the government in a bid to
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reduce the dependence on fossil fuels and promote renewables. Petrol and diesel
affect a large section of the population in France that resides outside of its major cities.
Similarly, Bharat Bandh was organised in September 2018 by the opposition parties
with rising fuel prices on its agenda. What these two events show is that, be it a
developed country like France or a developing one like India, fossil fuels at large are still
very important despite the push towards renewables. While petrol and diesel prices
impact consumers directly, India is plagued by concerns around another fossil fuel, i.e.

coal.

The government's regulatory push towards renewable energy is loud and clear in the
form of targeted subsidies and incentive mechanisms in place to promote renewables.
The government targets to increase the renewable capacity to 175GW in FY22 and
275GW in FY27 from the current 70GW. In terms of electricity generation, this
translates into a target of increasing share of renewables in power generation from the
current 8%, to 19% in FY22 and 23% in FY27. However, coal helps meet around 45% of
India’s energy needs. Power sector is the single major consumer of coal, and 79% of
our electricity generation is accounted for by fossil fuels, primarily coal. The
intermittent and unreliable nature of renewable power makes it a complementary,
and not a primary source of electricity. Unlike coal, renewables cannot serve the base-

load demand.

Even though coal minister Piyush Goyal claims no shortage of coal in the country, the
Central Electricity Authority (CEA) reports that seven thermal power plants (9,202MW
of generation capacity) had either critical or supercritical coal stocks as on January 21.
Despite India being the fourth-largest producer of coal in the world, the country has
been importing almost 200 million tonnes of coal every year since FY15, of which non-
coking coal imports are almost 80%. Non-coking coal imports in the last five fiscal
years averaged 154.6 million tonnes, as compared to 62.3 million tonnes in the
preceding five years. Non-coking coal is used primarily for power generation, whereas

coking coal is primarily used in the production of steel.

The supply of coal has been plagued by below-target production by Coal India Ltd
(CIL) and the shortage of railway infrastructure for transportation of coal. Over the
years, it has become far too commmon for our power plants to reach critical levels of coal
stocks. The factors inhibiting coal production in India are deep-rooted, including delays
in land acquisition, and environment and forest clearances. Most of the clearances and
acquisitions are done at the state level by multiple authorities before they reach the
Centre for clearance, which is a time-consuming process. The average amount of time
to get a mining lease in India is 5-6 years, compared to 1-2 years in Canada and
Australia due to a single-window clearance mechanism. Limited availability of rakes is

another perennial issue that constrains coal transport from pitheads to consumers.

The shortage of coal has also hit the industry hard. Industry accounts for nearly 40% of

the power demand in India. Non-power sector industries (such as steel, cement,
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Most wanted fuel: Why coal needs to keep burning - The Financial Express

aluminium) usually set up captive power plants (CPPs) to secure steady and
uninterrupted power that is not available from the grid, and 60% of all CPPs in India
currently are coal-based and they fall under the non-power sector. Coal supply to CPPs
has not kept pace with the demand since the last three fiscal years, and this fiscal is no
better. The government’s move to prioritise availability of coal for the power sector has
led to shortage of coal for non-power sector industries. In terms of rake allocation, too,
the non-power sector has been at a disadvantage. Industry estimates suggest that in
the last one year less than 10% of the rakes have been allotted to the non-power sector.
At least 20% of the CIL rake dispatches need to be allocated to the non-power sector,
so as to enable them to work normally. Further, the PSU non-power sector gets
preference over the private sector. The cumulative rake backlog for the non-power
sector has only been increasing every month. Yes, coal can be transported via road, too,
but transportation of coal via road has its own challenges. Every rake that goeson to a
road translates into 200 trucks of 10 meters each. Transporting coal by road is also

costlier and will only further add to pollution and emissions.

Last month, CIL decided to allocate 25% of its planned production to the non-power
sector. Assuming ClIL's production at 680 million tonnes, the non-power sector would
get around 170 million tonnes of coal. This is insufficient to meet the demand by the
non-power sector for domestic coal, which is around 223 million tonnes, as mentioned
by the Coal Controller. CIL has been missing its production target year after year. It has
also pushed back its target of 1 billion tonnes by a couple of years, originally planned
for FY20. Under such circumstances, the only alternative with the non-power sector is
to either import coal or operate below the optimal level—and this alters the entire
economics of the business. In addition, transportation of imported coal too remains

constrained by poor availability of rakes.

India’s electricity intensity of GDP is rising (10.7GWh per Rs 1 billion of GDP during FY13-
17 from 9.9GWh in the preceding five years). This is bound to rise as India electrifies
more and more of its households, income levels increase, and people move to urban
areas. Under the Pradhan Mantri Sahaj Bijli Har Ghar Yojana, launched in September
2017, electrification has picked up steam. Since October 2017, over 2 crore households
have been electrified, leaving only 6.5 lakh households left to be electrified. Many
surveys on the real effectiveness of the scheme have found the power supply to be
substandard, with frequent cuts and fluctuating voltage. The government has

promised uninterrupted power supply by end-March 20719.

https://www.financialexpress.com/opinion/for-now-coal-needs-to-keep-burning/1480669/
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Most wanted fuel: Why coal needs to keep burning - The Financial Express

News reports suggest that CEA has identified new potential sites for thermal power
plants. CEA officials have mentioned that new coal-based generation capacity is
essential for increased base-load demand and grid stabilisation. The push towards
electrification cannot be achieved without coal. Additionally, industrial demand for
power and coal will also increase as the economic activity grows. Bear in mind that the
non-power industries currently deprived of coal are also our core industries. Power
consumption by industrial user has already slowed down in the last couple of years
due to industrial sector slowdown. Power shortage will only add fuel to fire. Despite
the emphasis on renewables, coal remains critical for electricity generation. There is a
dire need for the various government departments—including CIL and Indian
Railways—to address the issue of coal availability in the country. For now, coal will need

to keep burning.
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BUDGET 2019

A fair share? Centre's transfers
to states decline below half of
its budgeted expenditure

Budget 2019: Tax cuts can help
build long-term wealth

Budget 2019: Remarkable
initiatives by Modi government
to hike farmers income

Bumper bonanza! Budget 2019
income tax rebate to benefit
over 8 lakh Indian Railways
employees
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