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On a quest to  
regain the lost shine

Often regarded as the vital and most valuable natural resources, minerals prevail as the vital raw material for the 
effective functioning of core economic sectors. A key driver of global economic growth, the mining industry is 
capable of carving long-term impacts on the country’s growth pace. Being a country rich with metallic and non-
metallic minerals, India remains as a conducive arena for the growth and development of mining sector.

Despite this abundance, the sector became prone to numerous regulatory and bureaucratic hurdles; the concerns of illegal 
mining and imposition of bans on mines made the heated debate topics than the sector’s growth prospects. The delays in gaining 
environmental clearances, allocation, production and increased pricing and taxation over minerals and exploration activities further 
hindered the prospective galore of the mining industry. However, delays in resolving the prevalent hurdles has reflected upon the 
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WITNESSING DOLDRUMS IN ITS 
GROWTH PACE, THE INDIAN MINING 

SECTOR STRIVES FOR IMPROVED 
TECHNOLOGIES, ENHANCED 

EXPLORATION ACTIVITIES AND 
ACTIVE PRIVATE PARTICIPATION. 

VEENA KURUP EXPLORES…

operational and business activities of the miners involved in the segment, particularly on the private miners. 
According to RK Sharma, Secretary General, Federation of Indian Mineral Industries (FIMI), lack of effective policy frameworks 

has been clouding the prospects of India’s mining operations. “Due to the prevalent regulatory hurdles, a drifting approach is 
witnessed among the miners from domestic to overseas opportunities, and has ultimately resulted in a flow of huge chunk of 
revenue from the national economy,” Sharma opines. 

A similar concern of shifting operational approach amongst the miners and firms engaged in the exploration business is also 
being unanimously projected by the industry analysts. As per prominent global research firm Pricewaterhouse Coopers, “Mining is 
an industry in crisis and the segment is facing a crucial concern of ‘Confidence’.”
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Trailing the performance index
According to the Ministry of Mines, mining in India largely 

depends on about 3,100 mines, of which 550 are fuel mines, 
560 for metals and 1970 for extraction of non-metals. The 
country presently produces about 87 minerals, including 4 
from the fuel segment, 10 metallic, 47 non-metallic, 3 atomic 
and 23 minor minerals (building and other minerals). 

Indian mining industry is characterized by a large number of 
small operational mines. However, a considerable dip was also 
seen in the number of mines that reported mineral production. 
“The number of mines which reported mineral production 
(excluding minor minerals, petroleum (crude), natural gas and 
atomic minerals) in India was 3108 in 2012-13 as against 3236 
in the previous year,” disclosed the ministry’s Annual Report. 
Out of the 3108 reporting mines, largest number of mines were 
located in Andhra Pradesh (583) followed by Rajasthan (374), 
Gujarat (350), Madhya Pradesh (300), Tamil Nadu (281), 
Jharkhand (280), Odisha (175), Chhattisgarh (165), Karnataka 
(160), Maharashtra (139) and West Bengal (121). These 11 
States together accounted for 93.92% of total number of mines 
in the country in 2012-13 period.

The total value of mineral production (excluding atomic 
minerals) during the last fiscal amounted to `2,34,612.66 
crore. During 2012-13, the value for fuel minerals accounted 
for `156834.04 crore or 66.85% of mineral production. The 
production of metallic minerals stood at `43381.67 crore or 
18.49% of the total value of production and non-metallic 
minerals including minor minerals contributed to `34396.95 
crore or 14.66% of the total value 

The segment which registered a drastic fall during the fiscal 
was the iron ore industry. As per the ministry records, the total 
iron ore exports fell 68.27% to 16.35 million tonnes (MT) 
during April 2012-January 2013, against 51.52 MT in the year-
ago period. It is estimated the country lost about $10 billion 
(`54,810 crore) worth of iron ore exports last financial year. 
Since 2009-10, iron ore exports have fallen consistently. In 
2009-10, exports stood at 117.72 MT, falling to 97.6 MT in 
2010-11 and 61.7 MT in 2011-12. The ban on iron ore mining 
created tremendous repercussions on the steel industry as it is 
the primary ingredient for that sector. In 2012-13, steel imports 
jumped 14.6%, against a rise of one per cent in 2011-12. 
Growth in exports of finished steel slowed to 14.3% in 2012-
13 from 32.56% a year earlier. Whereas, in the last fiscal, the 
domestic steel production grew just by 2.5%.

Based on the overall trend, the Ministry’s index of mineral 
production (base 2004-05) for the year 2012-13 stood at 
121.91 against 128.45 in 2011-12 showing a negative growth 
of 5.09%. “The mining and quarrying sector though enjoys 
tremendous potential, contributes only 2.5% of India’s GDP,” 
discloses a recent report by the Central Statistical Organization.

Despite a disheartening performance by the crucial mineral 
reserve segments, the scenario remained favorable for certain 
non-ferrous metals. Aluminium emerged as the fastest growing 
non-ferrous metal, wherein its production volume stood next 
to steel. Domestically, the demand and consumption of 
aluminium is projected to rise to about 3 MT by 2017 from 
nearly 1.71 MT now. By 2030, aluminium consumption 
growth will be driven by China and India, said a Deloitte 
study. Moreover, copper became the third widely consumed 
mineral after steel and aluminium in the non-ferrous segment. 
India presently is one amongst the top five zinc mining 
countries globally. 
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Source: Ministry of Mines
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Volatile currency affecting the import figures

The much discussed concern of Rupee depreciation and 
volatile currency values worldwide has affected most of the core 
economic sectors. Mining, being a key growth driver, is also not 
devoid from the shadows of volatile currency values. The volatile 
currency as per the FIMI analysis have evidently affected the 
industry’s import volumes, particularly on the import of iron ore.  

According to Sharma, one cannot draw exports based on the 
fluctuating currencies and uncertain policies. "The situation 
today demands for effective policy frameworks,” he adds. The 
scenario has become more competitive due to the increasing 
railway freight rates and imposition of 30% export duty on iron 
ore. This adverse scenario has resulted in foreign exchange 
opportunity loss for the country to the tune of $17.5 billion in 3 
years (2010-11 to 2012-13).  Considering this scenario FIMI has 
put forth the suggestion of reducing the export duty on iron ore 
to the level of 5% as existed in March 2011 and railway freight 
rates to be in par with domestic freight. Further, there is also an 
immediate need of withdrawing export duty of 30% on chromite, 
10% on bauxite, 10% on unprocessed ilmenite and 5% on 
upgraded ilmenite. Reviewing the surplus capacity available in the 
country and for protecting the domestic mining industry from 
unreasonable imports, the industry body have also asked for 
imposition of 30% import duty on chrome and manganese ores. 

Targets to resolve regulatory bottlenecks

The country’s mining reserves though projects robust 
prospects for the firms involved in the exploration, processing 

and equipment business, the industry is constantly under a 
dagger of regulatory bottlenecks. However, the industry majors 
maintains an optimistic approach in achieving the sector’s 
growth back on track - with the fast tracking of held up projects. 
For instance,  the Supreme Court’s direct focus on lifting the 
ban on mines imposed. 

The recent disclosure by the country’s Union Finance 
Minister P Chidambaram has also added a boost to the miners 
and indicates the government’s fast-track approach in inviting 
global investments. The Finance Minister during the media 
disclosure particularly emphasized the need for increasing 
focus towards the exploration of coal and iron ore which prevail 
as the most widely demanded mineral deposits. As per the 
ministry’s officially disclosed statistics, coal mining dominates 
the other minerals and has 80% of the mining activity 
concentrated towards it. Whereas, only 20% is involved in the 
mining of metals and other raw materials like gold, copper, iron 
ore, lead, bauxite, zinc and uranium. 

Finance Minister P. Chidambaram expressed that mineral 
deposits such as coal and iron ore are crucial for the all round 

“Mineral deposits 
such as coal and iron 
ore are crucial for the 
all round development 
of the country."

Finance Minister  
P. Chidambaram
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Since its inception in 1961, IMFA 
has established itself as the largest 
fully integrated producer of ferro 
alloys. Through your operational 
experience, detail us about the 
growth and trend changes witnessed 
in the sector?

Ferro alloys sector in India was 
a regulated sector till eighties. 
Consequent to deregulation in post 
eighties and owing to low entry 
barriers, ferro alloys sector started 
adding capacity with entry of many 
small producers leading to over 
capacity even with export focus. 
Last decade, went through 
consolidation phase where cost 
competitiveness, long term strategy, 
integration etc., have been the 
focus. Particularly in ferro chrome 
sector, redistribution of the chrome 
ore reserve in Sukinda Valley (the 
country’s major chrome ore 
reserve) in early 2000 and 
government policies towards value 
addition brought in a paradigm 
shift. Currently, the ferro chrome 
industry is relatively consolidated 
with 6 producers accounting for 
about 80% production.

Despite the challenging economic 
meltdown, IMFA registered the 
highest ever turnover. What 
strategies adopted by IMFA enabled 
in gaining this success?

IMFA has always focused on 
integration and now, stands as 
one of the fully integrated 
largest ferro chrome producer in 
India. Strategically, we were one 
of the first ferro alloys industry 
to put up a captive power plant 

(power being one of the key 
inputs) and have focused on 
producing “value added” ferro 
chrome. We always adopted a 
policy of having a long-term 
relationship with customers both 
in domestic and international 
markets which enabled us 
coping up with the challenges 
during economic meltdown.

Brief us about your current 
production units and their capacity? 
Also elaborate about the expansion 
plans outlined and the targeted 
production output for the current 
fiscal?

Our current ferro chrome 
production capacity is 275,000 MT 
per annum with 6 furnaces, 3 each 
located in Choudwar and Therubali 
in Odisha. With commissioning of 
our 2nd 60 MW unit, now the 
company’s total power generation 
capacity reached 258 MW. The 
targeted production for the current 
fiscal is about 210,000 MT.

Having a presence in international 
markets as well, how prospective are 
the overseas opportunities and how 
different is the Indian market 
conditions?

Ferro chrome sector is a spoke 
in the stainless steel sector wheel. 
Presently, Far East (China, Japan, 
Korea, Taiwan and India) produce 
about 70% of the world stainless 
steel with China producing about 
40% of the world’s stainless steel. 
South Africa who used to be the 
largest ferro chrome producer, is 
now constrained with rlectricity 
availability and increasing tariff 
problems leaving more and more 
leeway for integrated producers 
from India. Considering present 
domestic demand, our focus has 
been more oriented towards 
exports. Currently, our exports 
constitute significant portion of our 
sales volume but this may change 
in coming years with the domestic 
demand going up.   

Also brief us about your joint 
venture with Posco which became 
operational in the Q4 FY13?

IMFA has been a long term ferro 
chrome supplier to Posco for over a 
decade now. In order to further 
strengthen the relationship, a joint 
venture arrangement has been 
entered into with Posco under 
which the entire output of ferro 
chrome from our 30 MVA furnace 
at Choudwar will be purchased by 
Posco for the next 25 years. This is 
in addition to our existing long 
term ferro chrome supply 
agreement with Posco.

LONG-TERM CUSTOMER RELATIONSHIP

Mantra to cope economic meltdown
Says Deepak K Mohanty, Head - Ferro Alloys Business Unit, IMFA
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development of the country. “Some people do not want to 
mine mineral deposits…their attitude is that let it be there as 
deposits… this will not in any way help in the development of 
the country,” shares Chidambaram. The Finance Minister also 
maintained that India requires to step up production of 
resources, particularly coal and iron ore, which can contribute 
in containing the current account deficit (CAD). 

On resolving the concerns over iron ore mining, clouding 
the manufacturing and steel industry, the Ministry of Mines 
recently moved the Supreme Court, seeking relaxation in some 
of its orders on iron ore. The government has also ensured on 
actively resolving the bans being imposed upon the mining 
projects, particularly the projects in Goa as some relaxation has 
been gained in projects at Karnataka. “With an eye on 
increasing iron ore exports, which would help to lower the 
current account deficit, the Government hopes to get relief on 
iron ore mining in Goa by November,” informed Dinsha Patel, 
Minister for Mines during a recent media meet. 

According to estimates, the mining ban cost nearly `55,000 
crore of iron ore exports last financial year. During April 
2012-January 2013, India’s iron ore exports fell about 68.27% 
to 16.35 MT year-on-year. The ban on mining operations in 
three states – Karnataka, Odisha and Goa has led to revenue 
downturn in several companies including Sesa Goa, Rungta 
Mines, and Patnaik Minerals.

The government has also planned to constitute an 

independent coal regulator as a vital step for the much-needed 
overhaul of the coal sector. The industry analysts view this 
measure as a positive approach in regaining the sector’s growth 
pace; players involved in the mining and exploration activities 
seeks for a clearance in the allotment of monitoring 
responsibilities. “Coal Regulatory Authority can potentially 
bring considerable relief to industries which depend on coal as 
a critical input, most notably the beleaguered power sector,” 
opines a recent statement from India Ratings. 

MMDR Bill: A path opener?

The other limelight approach adopted by the government in 
enhancing the operational forte of the mining business is the 
Mines and Minerals Development and Regulation (MMDR) Bill. 
The Bill is expected to emerge as a new path finder for the mining 
industry; however a strong discontent has been raised by the 
private run miners and the industry body FIMI. The Bill though 
has been submitted before the Parliament for its approval, is clearly 
generating a total displeasure among the miners over the regulatory 
clauses. The prime issue revolves around the supremacy of the State 
government over the Central government in allocation, auctioning 
and granting lease for the mining operations. 

Besides, the MMDR Bill 2011 empowers the state 
government to grant concessions even for the crucial minerals 
like asbestos, bauxite, chrome, copper ore, gold, iron ore, lead, 
manganese ore, processing stones and zinc. According to FIMI’s 
observations this process will hinder the power of Central 
government over such minerals.  “These minerals are important 
from the perspective of national economy and require huge 
investments for exploration and development, hence the role of 
Central government is very significant,” outlines Sharma. 

The mining industry functions through price cycles, which are 
very dynamic in nature, wherein the profit margins often differs as 
per the respective mineral location, geographical conditions, size/
volume of operations, depth and grades outlined for the mines. 
However, a new system of grading the region has been outlined 
under the Bill as per its mineral potentials. As per FIMI findings, 
mineral deposits do not follow any geographical boundaries and 
the potential of any region cannot be pre-defined and needs 
effective exploration initiatives. However, the ability of the 
government on implementing the suggestions raised by the 
industry over the Bill’s implementation is being much awaited. 

Thirst for advanced technologies

The Indian coal industry is the third largest in the world, 
just after US and China with a reserve base of 287 billion 
tonnes. “However, the extractible reserves form 70-72% of the 
reserve base due to constraints on account of technological 

“With an eye on 
increasing iron ore 
exports, which would 
help to lower CAD, 
the Government hopes 
to get relief on iron 
ore mining”

Dinsha Patel,  
Minister of Mines
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constraints, mining techniques and limited mechanization,” 
outlines a recent report by CARE Research.

Besides, the lack of meeting the required technological 
expertise is also hindering the operational growth pace of the 
non-ferrous metal industry. According to a joint study by the 
Indian Chamber of Commerce and Deloitte, “non-ferrous 
metal industry is bracing for challenges such as rapid capacity 
expansion of input minerals, developing indigenous 
technological expertise and cost reduction.”

The growing demand for imparting advanced technologies 
today requires the mining companies to emerge from a mere 
‘mineral trader’ to a ‘complete solution provider’.  “The sector 
today requires the miners to be a mine-plant-effective transport 
network provider, who can adapt to uncertainties as per 
international demands, state policies and currency value 
fluctuations,” states Prof Jayanta Bhattacharya, Department of 
Mining Engineering and Convener 'MMTEM 2013’ IIT, 
Kharagpur. He further forecasts, in the near future, the miners to 
attain a leadership position will require to acquire the knowledge 
to know where and how their minerals will be used as much as 
the mineral processing and metallurgical engineers will have to 
know about sources of minerals and obtaining them.

India, despite, its abundant potentials of mineral rich reserves, 
still lags behind in exploring or raising its exploration capacity to 
the full extend. The geological prosperity of India is akin to 
South Africa and Australia, but due to the lack of effective 
exploration, the country’s incremental growth in mineral 
commodities remains at a negligible state. The total mining 
potential in India though is estimated to be at 5.75 lakh sq m and 
the country has till date explored only 75,000 sq km, reveals an 
industry analyst from Fast Market Research.

The industry uniformly upholds the lack of a promising and 
welcome approach by government towards exploration 
activities, delays in acquiring the necessary approvals and 
clearances, and lack of effective technologies as the major causes 
behind the hindered performance of India’s mining sector. 

The process of mineral extraction is executed primarily in 
three steps – surface, sub-surface and in-situ, wherein the two 

main types of surface mining involve placer mining and open-
cast mining. The need to meet the energy demands of a 
burgeoning population in a country like India has resulted in 
over-exploration of readily available mineral reserves. This has 
ultimately led to a scenario wherein the reserves from open-cast 
projects have depleted at a faster rate making it necessary to 
consider underground mining as an immediate option for 
meeting the requirement in mineral production and processing. 

Additionally, there prevails an immediate need for utilizing 
technology and bigger sized equipments, especially in the open-
cast mine projects. “In most mines today, the dumpers are in the 
range of 30-85 tonnes, and only few mines are equipped with 
dumpers having an increased capacity in the range of 120-240 
tonnes. These technologies are evidently present in the mining 
operations worldwide but needs to be increasingly adopted in 
India,” shares a senior technical officer from Coal India Ltd. The 
other drawbacks outlined by the industry majors are utilization 
of traditional technologies like side discharge loaders and haul 
discharge loaders. Increasing the gradient processing requirement 
levels and effective establishment of transport networks are the 
other technical hiccups clouding the mining sector. 

Immediate need to welcome  
private participation

According to FIMI, the exploration and development of the 
units require advanced technical knowledge and huge 
investments, which can be sourced only from private players 
and private FDI. “Explorations across the globe are always 
undertaken by companies who are specialized in such activities. 
These companies are purely involved in the exploration activity 
and are mostly not interested in undertaking the production 
business due to the risks involved,” avers Sharma.  He further 
outlines the lack of participation opportunities for the private 
and multinational players as a major cause hindering the 
technical pool for growth of mining exploration in India.  

Though the 100% FDI allowed in the mining sector since 
February 2000 attracted numerous global majors and junior 
exploration companies towards the abundant mineral resource, 
the lack of effective regulatory approaches has drifted this 
interest path. 

This has also resulted in a situation where the country’s able 
private run companies have now shifted their focus towards 
overseas mining opportunities. Wherein the majors like Coal 
India, NMDC, Vedanta etc., are actively seeking opportunities 
from regions like Mozambique and Venezuela. As per the 
industry analysts, this operational strategy has been drifting a 
large chunk of revenue from the country’s national economy 
and needs to be immediately addressed.


