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December, 2009

OECD Steel Committee Meeting

Indian Steel in the Global Context
 India is the fifth largest steel producing nation in the world 

after China, Japan, Russia and the USA, as per 2009 latest 
estimates. Production growth has been sustained despite 
global economic meltdown.

Crude Steel Production in India by Month 2009
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Crude Steel Production : Jan-October 2009 
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Continuous Growth: Even Amidst Global Economic Meltdown

India's Crude Steel Production ('000 tonnes) 
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India's Finished Steel Production ( '000 tonnes) 
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Finished Steel Production ( '000 tonnes) 

Structure of the Steel Industry in India  
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•Indian steel production is largely iron 

based – either through the BF or the 

DRI route. Corex technology has also 

been engaged. 

•The steel production is getting 

increasingly integrated in the vertical 

chain – even mid size and small plants 

are getting vertically integrated with DRI 

units and captive power generation.

•Steel scrap generation and supplies 

are low.

•DRI production has made huge strides 

in the recent years. It is number one in 

the world. 
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Steel Demand in India

 Indian Steel Consumption 
has recorded 9.65 CAGR 
over past five years (FY 
2004-05 to FY 2008-09.

 Steel Consumption 
Growth  remained 
between 9 – 13% during 
this period (except 
September, 2008 – March 
2009)

 Per capita steel 
consumption is 47 kg in 
2008 now, compared to 35 
kg in 2005.

 Steel demand to continue 
at CAGR 10% or higher, at 
least for 10 years ahead.

India's Apparent Consumption of Finished Steel ( 

'000 tonnes) 
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India's Apparewnt Consumption of Finished Steel ( '000 tonnes) 

Steel Demand Driver

 Strong Economic Growth: GDP growth April – June 2009 (Q1) was 
6.1% and in July - September FY 2009-10 (Q2) estimated to have 
reached 7.9%, despite the world wide recession GDP growth rate is 
expected to remain above the 9% mark in the mid term.

 Urbanisation :  Housing, urban infrastructure such as over-bridges, 
mass transport systems.

 Massive government efforts to create transport and industrial 
infrastructure : the Government is expected to invest $514 billion on 
infrastructure by 2012.

 Private Sector Investment is growing at above 15% annually. 

 Foreign Investment of nearly 40 billion dollar committed in steel 
sector.
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Steel Consumption Growth Pattern 

 Growth story of Indian economy has invariably been shaped by 
investment. 

 The primary drivers will raise initially ( in the first phase of the 
growth cycle) demand for rebars, sections, plates, seamless 
pipes, galvanised sheets, pipes and tubes and electrical sheets. 
Overall, this will hold the share of long products up.  

 The second phase of development, to be led by consumption 
boom, will drive up demand for cold rolled sheets, HR sheets, 
tinplates, stainless steel, alloy steel, etc.. Slowly leading to a rise 
in the share of flat products in the total consumption of finished 
steel.

 However, in the next 15 years, investment will remain the driving 
force for growth in the economy providing in the process a strong 
and stable market for long products ( plus the other flat products 
mentioned )     

Indian Steel – Issues in Perspective 

 Domestic steel demand is the main driver of capacity 
growth.

 Per capita steel consumption forecast to double within 5 – 7 
years.

 Production and capacity must increase synchronously to 
meet domestic demand.

 Most of the demand likely from infrastructure, housing, 
automobile, gas and oil pipelines, capital goods 
(machinery) and consumer goods.
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Indian Steel Capacity

 Present crude steel making capacity is 65 million 
tonnes.

 7 Million tonnes of new capacity, commissioned in 
2008.

 34 million tonnes of  capacity, through brownfield 
expansion, are on the fast track

Greenfield Projects

 10-15 million tonne of capacity are at various stages, of 
implementation where land has been acquired.

 10-15 million tonnes, at preliminary stages (such as land 
acquisition, statutory clearances, etc.)

 Post September 2008 global economic meltdown has 
caused deferment of some of the greenfield projects.

 Land acquisition has become a critical factor for  few 
projects.

 Steel capacity by 2012 is expected at 110 – 124 million 
tonnes.



09-Dec-09

6

Major Trends

 India, a net importer since 2007-08. Exports are on the decline.

 Demand – supply gap is widening, seen in terms of strong and rising 
import ratio (imports taken as a percentage of domestic consumption).

 New capacity taking time to stand up – hence demand-supply gap to 
further increase in the mid term.

 Volatility and high prices resulting from domestic demand increasing 
faster than domestic production , is adversely acting on steel 
consumers.

 The global met coke and coking coal prices have been unsteady and are 
a major concern to the Indian steel industry, with spot prices lying way 
ahead of the annual contract prices.

Indian Steel – Policy Imperatives

 Steel is no longer a government regulated industry.  

 The government follows a common policy in respect of 
environment protection and competition issues.

 There is no significant protection from external competition –
import duty at 5% with no export duty on steel.

 There is no significant non-tariff barrier, including trade action, 
in steel.

 There is no restriction to foreign investment : FDI up to 100 per 
cent of equity holding is allowed through automatic route even in 
the mining sector.

 Focus on new capacity development and increase domestic 
consumption.
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Challenges to overcome 

 Capacity building hindered by difficulty in land acquisition.

 Stricter regulations on environment will reduce technology 
option and raise capital costs.

 Concerns on depleting raw material reserves such as high quality 
haematite ores. 

 Significant infrastructure constraints – such as those in roads, 
railways, ports and power.

 Manpower constraints: skilled technical manpower is in shortage 

Facilating Factors.

 Significant availability of high quality iron ore.

 Availability of highly skilled technical manpower at low 
cost.

 A history and experience to carry in steel making.

 Strong entrepreneurship, especially in the private sector.

 Strong domestic market growth potential reduces the risk 
in higher exposure to the global market.

 Overall, steelmaking in India is highly cost efficient and 
needs no protection from ‘fairly traded’ imports.
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Facilitating Factors

 Increasing gains for economies of scale and vertical 
integration of operation and horizontal integration of the 
overall business to make the industry globally ‘fit for 
sustainable growth’.

 Strategically well positioned between the West (Europe 
and America) and the East (South East and East Asia).

 Transparent and easy investment climate backed by a world 
class legal system and judiciary.

 A resilient economy – optimally insulated from global 
dynamics  and largely from any potential turmoil.  

Roadmap

 Accelerated capacity building in steel, through competitive 
brownfield route, to meet medium term demand.

 Fast-tracking of greenfield projects by  better coordination 
and monitoring, including single window clearance 
systems.

 New legal policy regimes on mining, land acquisition and 
rehabilitation.

 Encourage value addition and production of high value 
niche products along with normal steel products.
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Roadmap (contd)

 Encouraging beneficiation of low grade iron ore lumps, 
fines and concentrates and maximise their domestic 
utilisation

 Focus on energy efficiency, carbon emission reduction and 
new technology for higher productivity.

 Higher emphasis on resource optimisation through 
appropriate technology.

 Spread to niche international markets through quality steel 
products.

 To become world’s third largest steel producing nation by 
2014.
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