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OVERVIEW

Steel industry is often considered as 
the backbone of the economy, depict-
ing the development and performance 
of the overall economy. A period of 
industrial growth is typically matched by 
prosperity in the iron and steel sector; 
similarly, industrial sluggishness gets 
captured in contraction in demand for 
iron and steel, resulting in a phase of 
stagnation for the industry. 

Increasing modernization in the 
twenty-first century has led to a 
doubling of global steel production 
from 851 MT (million tons) at the 
turn of the century in 2000 to 1,662 
MT in 2014. According to World Steel 
Association, the global steel demand, 
measured in terms of apparent steel 
use, which is defined as deliveries of 
steel goods plus net direct imports 
of steel goods, is estimated to have 
touched 1537 MT in 2014. The past 
growth in steel has largely been at 
the backdrop of heightened economic 
activity in the emerging economies, 

EXECuTIVE SuMMARy

particularly China, whose demand 
remains a pivotal factor driving the 
global steel industry.

The steel industry in India has also 
witnessed a rapid rise in production 
over the past few years at the backdrop 
of enhancement of capacity. This 
has resulted in India becoming the 
fourth largest producer of crude steel 
(after China, Japan, and USA) and 
the largest producer of sponge iron 
in the world. However, the industry 
witnessed a sharp decline in capacity 
utilisation to 77 per cent in 2013-14 
from a high of 91 per cent in 2010-11, 
primarily due to shortage of iron ore. 
Notwithstanding this, the steel sector 
in India accounts for about 2 per cent 
of India’s GDP and holds a 6 per cent 
share in the industrial production 
of the country. With construction 
and infrastructure sectors together 
occupying a significant share in total 
steel demand in India, the revival of 
these sectors are expected to cause 
a positive effect on the domestic steel 
industry.
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GLOBAL STEEL: AN INSIGHT 

Asia and the Middle East remained 
the most vibrant regions in terms of 
production, with a CAGR of 7.1 per 
cent and 7.0 per cent, respectively, 
over the last decade (2005-2014), 
in crude steel as compared to 4 
per cent for the world as a whole. 
However, regions like EU, Africa and 
North America exhibited contraction, 
registering negative CAGRs of 1.6 per 
cent, 1.2 per cent, and 0.6 per cent, 
repsectively. Production in other parts 
of the world remained either stagnant 
or registered a decline.

At the country level, China remained 
by far, the largest producer of crude 
steel accounting for nearly half of the 
world’s steel production in 2014. The 
country also recorded the highest 
growth in production levels among 
the major producers with output 
increasing from 355.8 MT in 2005 to 
822.7 MT in 2014 (CAGR of 9.8 per 
cent). The only other major producer 
to witness such dynamism was India, 
which recorded a CAGR of 6.9 per 
cent - increasing its production from 
45.8 MT to 83.2 MT during the same 
period. 

The top 10 exporters of steel in the 
world occupied a share of 58 per 
cent in 2013. Global steel exports 

registered a CAGR of 5.1 per cent 
during 2004 and 2013, with the largest 
exporter of steel – China recording a 
brisk CAGR of 14.4 per cent during 
this period. The other major exporters 
include Japan, Germany, South Korea 
and Russia. 

As demand for steel weakened and 
a huge overcapacity hovered over 
the global steel industry, raw material 
prices eased. The global composite 
carbon steel prices, which stood at 
US$ 686/tonne in June 2013 and had 
touched a peak at US$ 726/tonne in 
January 2014, plunged to US$ 592/
tonne in February 2015, owing to a 
demand-supply mismatch. This was 
the ninth consecutive decline in global 
steel prices since May 2014. Iron-ore 
prices on the other hand stood at 
US$ 60.2 per dry metric tonne (as on 
May 2015) as compared to US$ 100.5 
per dry metric tonne a year ago. In 
fact, prices have dipped significantly 
since May 2010 when they hovered 
around US$ 161.35 per dry metric 
tonne. 

With the dynamics in steel industry 
and increasing competition, new 
trends in the industry are being 
witnessed from product development, 
technology development, accident 
free and sustainable steel, to having 
a life-cycle assessment. 
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INDIAN SCENARIO 

The Indian steel sector was the first 
core sector to be completely freed 
from the licensing regime. Since 1991, 
the sector has witnessed consistent 
reforms including elimination of 
pricing and distribution controls. 

Crude steel production in India 
amounted to 81.54 MT in 2013-14, 
registering a growth of 4.0 percent as 
compared to the previous year. The 
production for sale of total finished 
steel (alloy and non-alloy) in the 
country stood at 85.05 MT in 2013-14 
as compared to 14.23 MT in 1991-92 
– an increase of nearly 6 times. The 
total production for sale of pig iron 
was 7.29 MT in 2013-14 as compared 
to 1.59 MT in 1991-92. In the case of 
DRI (direct reduced iron), India is one 
of the largest producers in the world. 
From a mere 1.31 million tonnes of 
production in 1991-92, India’s DRI 
production reached 14.97 million 
tonnes in 2013-14 after touching a 
high of 25.08 million tonnes in 2010-
11. The category-wise production of 
pig iron and finished steel in India 
during the period 2013- 14 shows that 
rods/ bars and HR Coils/Strips were 
the largest produced categories, with 
shares of 35 per cent and 23 per cent, 
respectively. 

On account of the steady growth in 
the domestic steel consumption, India 

became the third largest consumer of 
steel globally in 2009, and continued to 
remain so as on 2014. China was the 
largest consumer with a consumption 
of 711 MT in 2014.

Among end-user sectors, infrastruc-
ture and industrial construction 
together continued to account for 
about 40 per cent of India’s total steel 
consumption in 2013-14, followed by 
automobiles (12 per cent) and the 
pipes & tubes industry (9 per cent). 
Category-wise real consumption of 
total finished steel was led by non-flat 
steel (41.28 MT), which recorded a 
growth rate of 2.6 per cent on year on 
year basis, while growth rate declined 
for flat steel consumption (32.61 MT) 
by 2.0 per cent during 2013-14. This 
was also reflected in the respective 
shares, with the share of flat steel 
in total consumption (44 per cent) 
dropping marginally in 2013-14, 
accompanied by a gain in the share 
of long/non flat steel (56 per cent) 
during the year as compared to the 
last year.

In terms of value, India’s exports of 
iron and steel in the year 2008-09 
was valued at US$ 13.3 billion, and 
India’s imports of iron and steel were 
valued at US$ 13.9 billion, leading to 
a trade deficit of US$ 0.6 billion under 
this category. After having witnessed 
a trade deficit for a number of years, 
in 2013-14 India displayed a trade 
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surplus in iron and steel, with exports 
amounting to US$ 16.0 bn and imports 
amounting to US$ 12.7 bn. However, 
in 2014-15, India exhibited a marginal 
trade deficit of US$ 35 mn in iron and 
steel (Table 13). 

India’s export markets for steel are 
well diversified and less concentrated 
as compared to imports. While 
India’s exports of iron & steel (HS 
Code 72) during 2003-04 was hugely 
concentrated in China, the share 
declined drastically in 2014-15. 
Unlike 2003-04, India’s exports of 
iron and steel (HS code 72) seemed 
quite diversified across regions and 
countries in 2014-15. However, 
India’s exports of articles of iron 
and steel (HS code 73) remained 
concentrated within USA and UAE, 
both during 2003-04 and 2014-15, 
with their cumulative shares being 
34.7 per cent in 2003-04 and 31.7 per 
cent in 2014-15. 

PRODuCT AND MARKET 
IDENTIFICATION OF STEEL 
PRODuCTS 

This chapter provides an analysis of 
iron and steel products and markets 
where the country has demonstrated 
comparative advantage. Quantifi-
cation of comparative advantage 
over a period of time will help in 
understanding the markets and 

products where India has been 
performing well, as well as identifying 
the areas where producers have lost 
ground and success has been limited. 
This will be a necessary first step 
towards identification of areas where 
Indian companies could potentially 
expand their presence.

An attempt has been made to map 
the global demand for iron and 
steel products with India’s export 
competitiveness, with a view to 
outlining a market specific approach 
for exporters. A generic analysis 
has been attempted in order to 
identify products that have strong 
capabilities to export. Also analyzed 
are the current export markets where 
India has penetrated and the key 
competitors which India faces. While 
India needs to further consolidate its 
share in the major import markets, 
there are markets where India already 
has export competitiveness, but its 
imports are at relatively lower levels. 
These markets are the potential 
growth drivers for India’s iron and 
steel exports and need to be suitably 
targeted. 

At the aggregate level, the markets 
of North America, Latin America, 
Asia and Oceania are regions where 
Indian Iron and Steel products are 
competitive, and these regions have 
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also exhibited strong import demand 
for the products. In Europe and Africa, 
Indian Iron and Steel products are 
competitive, but the growth in import 
demand has been frail, which puts 
forward a case for Indian exporters 
currently exporting to these regions, 
to diversify into other regions which 
have shown higher import demand.

Product Champions have been 
identified at the regional level. These 
have the maximum potential, as the 
regional import demand in these 
products has shown robust AAGR 
over the period 2008-2012, while 
India’s exports of these products to 
the region are competitive, and the 
competitiveness has remained same 
or increased over the period under 
consideration. The identified product 
champions are ‘Stainless Steel’ in 
Africa and Europe; ‘Stainless Steel’ 
and ‘Primary Materials; Products in 
Granular or Powder Form’ in Latin 
America; and ‘Articles of Iron and 
Steel (other than Tubes, Pipes and 
Hollow Profiles)’, ‘Tubes, Pipes and 
Hollow Profiles’, ‘Iron and Non-Alloy 
Steel’, and ‘Other Alloy Steel; Hollow 
Drill Bars and Rods, of Alloy or Non-
Alloy Steel’ in Oceania. There were 
no true product champions in the 
case of India’s exports to Asia and 
North America.

THE INDIAN STEEL INDuSTRy: 
STRATEGIES

Raw materials security is on the 
top of the agenda. India is very 
dependent on imported coking coal. 
Approximately 60 – 65 per cent of the 
domestic coking coal requirements 
are met through imports due to 
unavailability of appropriate qualities 
in the country. As companies look to 
secure their raw materials supplies, 
the capability to acquire, develop and 
operate overseas raw material assets 
has become a strategic imperative 
given the short term challenges in 
securing such assets in India. 

The comprehensive economic 
partnership agreement (CEPA) with 
South Korea has resulted in increase 
in imports of iron and steel. With the 
conclusion of the India-Japan FTA 
in 2011, India faces a similar threat 
of imports from Japan. Companies 
have to bring to the notice of the 
policymakers about the various pitfalls 
of such trade agreements, and hence 
necessary attention is required during 
such deals. 

Given the fact that steel market across 
the globe is vulnerable to global 
conditions, India needs to be more 
proactive in diversifying its export 
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markets. India could therefore adopt 
a similar strategy as Brazil, focusing 
on geographically nearer markets 
where it has a freight advantage, 
such as Nepal, Bangladesh and 
Sri Lanka. At the same time, Indian 
companies could be more successful 
in other important and growing export 
destinations for steel sheet products, 
including the Middle East and Africa, 
where they have a freight advantage 
over China, Japan and South Korea. 

To ensure competitive advantage, 
steel makers need to concentrate on 
reducing costs especially operating 
costs, need to be brought down by 
adopting strict cost control measures 
and through benchmarking. Another 
major cost that needs to be looked into 
is the cost of raw material. The only 
way to reduce costs on these is using 

raw materials more efficiently, which 
can bring significant cost savings. 

Among other crucial aspects which 
the Government may look into to 
help establish sustainable growth for 
the steel industry are streamlining 
land acquisition and environmental 
regulations, augmenting infrastructure 
and logistic facilities, discouraging the 
exports of iron-ore from India given 
India’s domestic needs, reducing 
procedural delays, and encouraging 
futures market for steel products. 

Firms, on the other hand, need 
to introduce new product lines in 
accordance with the needs of specific 
markets, be abreast of the competition 
they face from substitutes, enhance 
recycling of steel in the country, while 
raising the manufacturing facilities in 
the steel plants to global standards.
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1.  INTRODuCTION

Steel industry is the pulse of an 
economy, and depicts the direction in 
which the overall economy is heading. 
The industry essentially measures the 
economic progress of the country or 
region. This is largely because of the 
manifold usage it has in numerous end 
user industries, including infrastructure 
which is a key consumer of steel. 

1.1	Steel	Classification

Steel is an alloy of iron and carbon 
containing less than 2 per cent carbon 
and 1 per cent manganese and small 
amounts of silicon, phosphorus, sulphur 
and oxygen.  Steel manufacturers 
primarily produce three types of 
products: flat products, long products 
and alloy steel. 

Exhibit	1:	Various	Types	of	Steel	in	Market

Steel

Carbon steel
(mild steel)
C,Mn,Fe

Continous
cast

Hot rolled
products plates 

coils strips

Cold rolled
products sheets 

coils strips

GP, GC, TMBP,
tin free

El sheets

GP, GC, TMBP,
tin free

El sheets

Cold rolled 
products sheets 

coils strips

Long products
bars & rods 

structurals rails/
wires

Hot rolled products 
flat product plates/
sheets coils/strips

Long products bars 
& rods structurals 

rails/wires

Ingots

Semis slabs Semis blooms/billets

Tool steel Stainless steel
(corrosion resistant)

Heat
resistant steel

Others

Alloy steel
(alloying elements

Ni.Cr.Mo.Mn and others

HR : Hot Rolled
CR : Cold Rolled
GP : Galvanised Plain
GC : Galvanised Coil
TMBP : Tin Mill Black Plate
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Flat steel is typically made by rolling 
steel through sets of rollers to achieve 
the final thickness. Finished flat steel 
products are produced from slabs in 
rolling mills, using flat rolls. These are 
produced in hot rolled (HR), cold rolled 
(CR) or coated condition. 

Plate products: Vary in thickness •	
from 10-200 mm. Plate products are 
used for shipbuilding, construction, 
large diameter welded pipes and 
boiler applications.

Strip products: These may be hot •	
rolled (HR) or cold rolled (CR) 
and vary in thickness from 1-10 
mm. Strip products are used in 
automotive body panels, domestic 
white goods, steel (or tin) cans, 
and products ranging from office 
furniture to heart pacemakers.

Long products are mainly used in the 
construction industry. Long products 
come out of the mill as long bars of 
steel. Long steel is produced in a wide 
range of shapes and sizes. These can 
have cross-sections shaped like a H or 
I (called joists, beams and columns), 
a U (channels), or a T (sections). 
Thus, a long product can be a rod, a 
bar or a section. Blooms and billets 
(which are semi-finished products) 
are mostly used to roll long products. 
Billets are smaller than blooms, and 

are therefore used for smaller type of 
long products.

Typical rod products are reinforcing •	
rods used in concrete, engineering 
products, gears, tools, etc.

Typical bar products can have •	
cross-sections in the shape of 
squares, rectangles, circles, 
hexagons, angles, etc. These bars 
can also be used for construction, 
and are used largely for engineering 
purposes.

Sections are large rolled steel joists •	
(RSJ) that are used in building 
projects. Wire-drawn products and 
seamless pipes are also part of the 
long products group.

Alloy steel comes in different grades, 
which have varying proportions of 
carbon and other elements. These 
elements determine the property 
of the steel. Different types of alloy 
steel have different applications. For 
instance, hard abrasion-resistant 
steel is used to make industrial tools; 
heat-resistant steel is used in high-
temperature applications; and fatigue-
resistant steel is meant for mechanical 
applications. The composition of 
alloy steel depends upon its intended 
application and cannot be generalised 
as a single commodity, i.e. it cannot be 
categorised as in the case of HR and 
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CR sheets, etc. Although this category 
consists of high-value steel alloys, 
volumes of this segment are very low 
as compared with those of the carbon 
steel products. The most widely used 
alloy steel is stainless steel. It is a 
corrosion-resistant metal and contains 
chromium and nickel as major alloying 
elements.

1.2		Steel	Production

There are two main ways in which steel 
is produced:

Iron	 ore-based	 steelmaking•	  
accounts for about 70 per cent of 
world steel production. Iron ore is 
reduced to iron and then converted 
to steel. The main inputs are iron 
ore, coal, limestone and recycled 
(scrap) steel. The main ore-based 
production routes are: ironmaking 
via the blast furnace (BF) followed 
by steelmaking in the basic oxygen 
furnace (BOF), and ironmaking 
via direct reduction (DRI) followed 
by steelmaking in the electric arc 
furnace (EAF). 

Scrap-based steel•	  accounts 
for about 30 per cent of global 
steel production. It is produced 
by recycling steel in an EAF. The 
main inputs are recycled steel 
and electricity. Depending on the 
plant configuration and availability 
of recycled steel, other sources 

of metallic iron such as direct-
reduced iron (DRI) or hot metal can 
also be used in the EAF route.

The main by-products produced during 
iron and crude steel production are 
slags (90 per cent by mass), dusts and 
sludges. Process gases, for example, 
from the coke oven, BF or BOF are 
also important by-products. 

On average the production of one 
tonne of steel results in 200 kg (EAF) 
to 400 kg (BF/BOF) of by-products. 

1.3		Application

The wide range of application makes 
steel the most important ingredient 
for manufacturing and other industrial 
activities. Usually a period of industrial 
growth is matched by prosperity in 
the iron and steel sector; similarly, 
industrial sluggishness gets captured 
in contraction in demand for iron 
and steel, resulting in a phase of 
stagnation for the industry. Hence 
the performance of steel industry 
hinges upon the performance of the 
application and end-user industries.

1.4  Progress of Steel Globally

In terms of growth in production, 
increasing modernization in the 
21st century has led to a doubling of 
global steel production from 851 MT 
(million tons) at the turn of the century 
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Products Applications

HR coils Pipes, tubes, strapping materials, telecom poles, streetlight poles, lancing 
tubes, wheels, industrial & auto chain etc.

HR sheets Wagon/ coach building, automobile, agricultural implements, LPG cylinders, 
defense equipment, general engineering/fabrication etc.

CR coils/sheets
Automobile components, bicycle components, barrels, furniture/office 
equipment, precision tubes, instrument panels, refrigerators, railway 
coaches/locomotives etc.

GP/GC sheets/
coils

Roofing, panelling, industrial sheds, air conditioning, containers, agricultural 
implements, rolling shutters etc.

Plates Shipbuilding, pipes, tanks, boilers, plant and machinery, railway stocks, 
wheels, vehicle manufacturing, etc.

Tinplates Food and other containers, beverage cans, kitchen utensils, radio 
components etc.

Electrical sheets Power transformers, generators, rotating equipment, motors for washing 
machines, furnace blowers, fans, etc.

Wire rods Bolts, nuts, screws, wire netting, electrodes, wire mesh etc

Bars General concrete reinforcement in buildings, bridges etc.

Rounds General engineering, bright bar

Structural items General engineering, construction, fabrication, transformer poles, fencing 
angles, etc.

Table	1:	Applications	of	Steel	Products

Exhibit	2	:	Global	Apparent	Steel	Demand	(2008	-	2015)

*

* expected
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in 2000 to 1,662 MT in 2014. The size 
notwithstanding, the industry remains 
relatively fragmented. It is also highly 
cyclical and intensely competitive.

The global economic activity is 
perceived to improve in 2015–16, 
largely because of the lower oil prices. 
IMF has estimated the global growth 
to be 3.3 per cent in 2014. Growth for 
2015 and 2016 are projected to be 3.5 
per cent, and 3.7 per cent respectively. 
However, the possible downward 
revisions to growth forecasts in 
select economies highlight continued 
fragilities. In advanced economies, 
output gaps generally remain large. In 
many emerging market and developing 
economies, stronger external demand 
from advanced economies is expected 
to be crucial to lift growth, although 
domestic weaknesses continues to 
remain a concern. 

The continuing Euro-zone difficulties, 
s low/ f la t  growth in  developed 
economies, and a cooling of emerging 
economies has taken a toll on the 
industry. Growth in the Chinese 
economy, which in recent years has 
been one of the main demand drivers 
for steel, slowed down. Overcapacity 
has also been a perennial problem. 
Stiff competition in the United States 

from domestic producers having newer 
or expanded facilities, as well as the 
threat of cheaper imports, continues 
to result in significant oversupply 
compared to demand.

The global steel demand has been 
increasing gradually, as evident from 
data compiled from 2007 onwards. 
While steel demand registered a 
decline from 1226 MT in 2008 to 
1,151 MT in 2009 following the global 
financial crisis, it recovered since then 
to record a consistent increase to 
touch 1537 MT in 2014. 

According to World Steel Association, 
the demand is expected to touch 1544 
MT by 2015. The past growth in steel 
has largely been at the backdrop of 
heightened economic activity in the 
emerging economies, particularly 
China, and hence the demand from 
China remains a pivotal factor. 

The world steel capacity utilization1 
in the post-crisis period has been 
witnessing a continuous decline, 
which was well below the pre-crisis 
level. During June 2008, capacity 
utilisation globally stood at 92.7 per 
cent, which touched a low of 59.8 per 
cent in December 2008. There have 
been fluctuations in capacity utilisation 

1The monthly crude steel capacity utilisation ratio is calculated based on crude steel produc-
tion and capacity information available at Worldsteel. The capacity information is based on 
publicly-available data, updated twice a year and verified through Worldsteel’s membership.
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during the years that followed, with 
capacity utilisation reaching a high of 
84.4 per cent in December 2010, and 
a low of 72 per cent in January 2013. 
The crude steel capacity utilisation 
ratio in December 2014 stood at 72.7 
per cent and was 2.4 percentage 
points lower than December 2013. The 
average capacity utilisation in 2014 
was 76.7 per cent compared to 78.4 
per cent in 2013.

According to World Steel Association, 
the global apparent steel use (which 
is defined as deliveries of steel goods 
plus net direct imports of steel goods), 
is estimated to have increased 0.6 per 
cent to 1,537 million tonnes in 2014 
following growth of 6.2 per cent in 2013. 
Steel demand is projected to grow in 
the U.S. on the back of an improving 
global economy and strong momentum 
in the automotive markets. After years 
of strong demand, China’s steel usage 
is however expected to lose steam due 
to the Government’s ongoing attempt 
to restructure the economy, focusing 
on domestic consumption instead 
of exports. While steel production is 
expected to grow at a slow pace, a 
slowdown in the real estate market 
and weaker infrastructure investment 
growth are likely to weaken Chinese 
steel demand.  

As per the latest data available from 
the World Steel Association, world 
crude steel production reached 1,662 

MT for the year 2014, up by 0.8 per 
cent compared to 2013. 

In 2014, the Middle East, the 	
smallest region for crude steel 
production had the most robust 
growth. Crude steel production in 
the EU (28), North America and Asia 
grew modestly in 2014 compared 
to 2013, while in the C.I.S. and 
South America it decreased.

Annual production for Asia was 	
1,132.3 MT of crude steel in 
2014, an increase of 1.4 per cent 
compared to 2013. China’s crude 
steel production in 2014 reached 
822.7 MT, an increase of 0.1 
per cent on 2013. China’s share 
of world crude steel production 
decreased from 49.8 per cent in 
2013 to 49.5 per cent in 2014. 
Japan produced 110.7 MT in 
2014, a 0.2 per cent increase 
from 2013. South Korea’s crude 
steel production was 71.0 MT, an 
increase of 7.6 per cent compared 
to 2013.

The EU recorded an increase of 	
1.7 per cent compared to 2013, 
producing 169.2 MT of crude steel 
in 2014. Germany produced 42.9 
MT of crude steel in 2014, up 
by 0.7 per cent over 2013. Italy 
produced 23.7 MT in 2014, a (-)1.4 
per cent decrease over 2013. 
France’s crude steel production 
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in 2014 was 16.1 MT, an increase 
of 2.9 per cent. Spain produced 
14.2 MT of crude steel in 2013, 
a decrease of (-)0.6 per cent 
compared to 2013.

In 2014, crude steel production in 	
North America was 121.2 MT, an 
increase of 2.0 per cent on 2013. 
The US produced 88.3 MT of crude 
steel, up by 1.7 per cent compared 
to 2013.

1.5		Progress	of	Steel	in	India

The global scenario has been a 
prologue to the Indian market situation 
where steel players have started 
showing signs of down-cycle leading to 
margin compression. This is primarily 

due to high input costs and a weak 
macroeconomic environment, both 
globally and domestically, resulting in 
muted demand for steel products from 
the end-user industries. 

The steel industry in India has seen 
a rapid rise in production over the 
past few years at the backdrop of 
enhancement of capacity, which has 
resulted in India becoming the fourth 
largest producer of crude steel (after 
China, Japan, and USA) and the 
largest producer of sponge iron in the 
world.

However, the steel industry has lately 
witnessed some apprehensions with 
regard to capacity utilisation, which 
registered a sharp decline to 77 per 

Exhibit	3:	India’s	Steel	Industry	Capacity	Utilisation

Source: Joint Plant Committee
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cent due to shortage of iron ore in 
2013-14 from a high of 91 per cent in 
2010-11. 

Project commissioning in the Indian 
steel industry also showed a slow down 
in 2013-14. Only 3.4 million tonnes of 
finished steel manufacturing capacity is 
estimated to have been commissioned 
during the year. The pace of capacity 
addit ions is expected to have 
improved in 2014-15 with improved 
economic conditions. The industry 
is expected to add finished steel 
manufacturing capacity of around 11 
million tonnes at a cost of Rs. 641.5 
billion during the year 2014-152. 
Most of these capacities were earlier 
scheduled for commissioning in 2013-
14. However, owing to issues such as 
high cost of funding, cost over-runs, 
land acquisition delays, regulatory 
issues, absence of assured supply 
of raw material and other operational 
issues, the commissioning of these 
projects has been delayed.

As far as prices are concerned, steel 
prices are generally volatile owing to 
the highly cyclical nature of the global 
steel industry. Rising raw material 
prices have a direct impact on steel 
prices. Furthermore, overcapacity,  
glut in cheaper Chinese steel imports, 
overall economic conditions, and 

shifts toward other substitutes, have 
significantly impacted steel prices.  
The supply of steel due to imports 
from China in the market outstripped 
demand. Added to this, the situation in 
Europe and tempering growth in Asia, 
have kept prices in check. The lower 
steel prices have affected margins 
of major steelmakers. It is however, 
believed that the recovery in pricing 
momentum will be driven by a reviving 
domestic economy, stabilization in 
the Euro-zone, and a rebound in 
construction activity.

While the rupee has stabilized at a new 
low of around 61-63, a weak rupee 
could lead to increase in coking coal 
costs for domestic steel majors like 
SAIL and JSW which are dependent 
on imports. For companies with 
higher forex debt like JSW Steel, and 
Tata Steel, it could also lead to higher 
net debt.

Over a longer term for the steel 
industry, volume growth however 
would be critical, given that substantial 
fresh capacities are likely to be 
commissioned in the next two years. 
Unless demand conditions improve 
significantly, overall capacity utilisation 
levels and profitability of steel players 
would remain impacted. 

2 Crisil Research
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SuM uP

While the economic scenario across the 
world seems to bottom out, challenges 
remain for global steelmakers to 
operate in such trying environment, 
with uncertainty in demand and volatile 
raw material prices. With continuing 
weak market conditions, cost reduction 
activities are essential for steelmakers’ 
sustainability and future growth. While 
China is facing excess capacity in 
steel production resulting in depressed 
prices, India faces issues of land 
acquisition and capacity utilisation, 
among others. 

However, the most promising aspect 
of the steel industry in India is its 
potential. India has already emerged 
as the 4th largest steel producing nation 
in the world. The steel sector in India 
accounts for about 2 per cent of India’s 
GDP and holds a 6 per cent share 
in the industrial production. With the 
construction and infrastructure sectors 
together occupying a significant share 
in total steel demand in the country, the 
revival of these sectors are poised to 
cause a positive effect on the revival of 
the domestic steel industry. The urban 
population increase worldwide, and in 
India in particular, will also augment 

the need for building skyscrapers 
and public-transport infrastructure, 
pushing steel demand. Emerging 
economies like India will continue to 
be major drivers of demand due to 
the huge amount of steel required for 
urbanization and industrialization. 

The demand for steel is thus expected 
to remain strong in the years to come, 
and hence the need for Indian steel 
industry to address the impending 
challenges, so as to be better equipped, 
to cater to both the domestic and 
overseas demand. This will also 
facilitate reduction in the trade deficit in 
steel, leading to import substitution.

This paper briefly reviews trends in 
the global and Indian steel market and 
identifies export potential of Indian 
steel products to different regions of 
the world. Also discussed are select 
strategies of the Indian steel industry, 
especially from the perspective of 
international trade. The silver lining in 
the present circumstance is the fact 
that developing countries have strong 
fundamentals for steel demand growth 
with emerging countries like China, 
India and Brazil, and select countries 
in Africa and South Asia holding the 
key to fuel future growth of the steel 
industry. 
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 2.  GLOBAL STEEL: AN INSIGHT

2.1 Production	

Global steel production has seen a 
phenomenal growth over the last three 
decades. While it took more than 20 
years for global steel production to 
move from 716 MT (in 1980) to breach 
the 850 MT mark (in 2000), it took 
just the next 12 years to double its 
production to 1662 MT in 2014. 

Asia and Middle East remained the 
most vibrant regions in terms of 
production of crude steel, with a 

CAGR of 7.1 per cent and 7.0 per 
cent, respectively, over the last decade 
(2005-2014), as compared to 4 per 
cent for the world as a whole. Regions 
like EU, Africa and North America 
registered negative CAGRs of 1.6 per 
cent, 1.2 per cent, and 0.6 per cent. 
Production in other parts of the world 
remained either stagnant or registered 
a decline. 

At the country level, China remained by 
far, the largest producer of crude steel 
accounting for nearly half of the world’s 

Exhibit	4:	Trends	in	World	Crude	Steel	Production	(Mn	Tonnes):	Major	Regions

As accessed in February 2015
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steel production in 2014. The country 
also recorded the highest growth in 
production levels among the major 
producers, with output increasing from 
355.8 million tonnes (MT) in 2005 to 
822.7 MT in 2014 (CAGR of 9.8 per 
cent). The only other major producer 
to witness such dynamism was India, 
which recorded a CAGR of 6.9 per cent 
- increasing its production from 45.8 
MT to 83.2 MT during the same period 
(Table 2). The world has witnessed 
an increasing level of concentration 
in crude steel production – the top 10 
countries together accounted for 83.9 
per cent of steel production in 2014, 
up from 74.8 per cent in 2005.

2.2 Major Steel Players

In the year 2013, Arcelor Mittal occupied 
the top spot in crude steel production, 
producing 96.1 million metric tonnes of 
steel, followed by Nippon Steel (50.1 
million metric tonnes), Hebei Steel 
(45.8 million metric tonnes), Boasteel 
from China (43.9 million metric tonnes), 
and Wuhan and Posco (39.3 million 
metric tonnes each) (Table 3).

Being Asia’s first integrated steel plant 
and India’s largest integrated private 
sector steel company, TATA Steel of 
India stood at the 11th position in 2013 
with a production level of 25.3 million 
metric tonnes. TATA Steel is also the 

Table	3:	Major	Steel	Producing	Companies	of	the	World	During	2013

Rank Company Steel	Production
(In	million	metric	tonnes)

1 ArcelorMittal 96.1

2 Nippon Steel 50.1

3 Hebei Steel 45.8

4 Baosteel 43.9

5 Wuhan 39.3

6 Posco 39.3

7 Shagang 38.4

8 Ansteel 35.1

9 Shougang 33.7

10 JFE 31.5

11 Tata Steel 25.3

26 SAIL 13.5

Source: Data Derived from World Steel Association; EXIM Bank Research
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world’s second most geographically 
diversif ied steel producer, with 
operations in over 20 countries and 
has commercial presence in over 50 
countries. In 2013, India’s public sector 
major SAIL occupied the 26th position 
in the world, with a production of 13.5 
million metric tonnes. 

2.3  Major Steel Exporters

The top 10 exporters of iron and steel 
in world (HS-72) accounted for a share 
of 58 per cent in 2013. The global steel 
exports registered a CAGR of 5.1 per 
cent during 2004 and 2013, with the 
largest exporters of steel - China (9.8 
per cent share in world exports of 
steel in 2013) witnessing a CAGR of 
14.4 per cent during the same period 
(Table 4). Japan was the second 
largest exporter with a share of 9.0 
percent in global exports in 2013. 
Germany, South Korea and Russia 
were the other main exporters with 
shares of 7.4 per cent, 5.7 per cent, 
and 5.1 per cent, respectively in 2013. 
Amongst the top 10 exporters of iron 
and steel (HS-72), countries exhibiting 
significant increase in exports during 
the last decade included USA, South 
Korea, and the Netherlands, apart 
from China.

On the other hand, world exports of 
articles of iron or steel (HS 73) stood at 
US$ 310 bn in 2013, having increased 
from US$ 143 bn in 2004. The top 10 

exporters of articles of iron or steel 
(HS 73) in the world constituted 61.7 
per cent in 2013, with China leading 
with a share of 18.4%. The other 
top exporters in this category were 
Germany (10.9 percent), USA (7.1 
percent), Italy (6.6 percent), Japan (4.3 
percent), South Korea (3.6 percent), 
France (3.1 percent), Netherlands 
(2.7 percent), Spain (2.6 percent), 
and Taipei China ( 2.3 percent).  India 
ranked 11th in the list of exporters, 
with a share of 2.4 per cent globally 
in 2013.

2.4		Export	Orientation	of	Global	
Steel	Industry

Export orientation of the world steel 
industry was increasing over the years, 
but gradually coming down, of late. 
The export orientation of world steel 
industry had increased from 22.6 per 
cent in 1975 to 40.8 per cent in 2000; 
thereafter it gradually slipped to touch 
27.3 per cent in 2013. 

2.5  Major Steel Importers

The top 10 iron and steel importing 
countries in the world constituted 46.5 
per cent of the total world imports in 
2013. China remained the largest 
importer of iron and steel in the 
world with a shares of 7.4 per cent in 
2013. China was followed by Japan, 
Germany, South Korea and Russia, 
with shares of 6.7 per cent, 5.3 per 
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cent, 5.0 per cent, and 4.6 per cent, 
respectively.

CAGR of import demand of Russia and 
Belgium were the highest among the 
top 10 importers during the period 2004 
and 2013. Russia’s imports recorded a 
CAGR of 9.9 per cent, followed closely 
by Belgium which grew at 8.8 per cent. 
The Netherlands and Chinese imports 
registered CAGRs of 8 per cent and 
6.3 per cent, respectively. While most 
other countries showed a moderate 
growth, Germany was the only country 
among the top 10 importers to record 
a negative CAGR in imports of (-)1.1 
per cent (Table 5).

World imports of articles of iron or steel 
(HS 73) were largely to the developed 
countries– USA (with a share of 11.7 
per cent), Germany (7.2 per cent), 

Canada and France (at 3.7 per cent 
each), UK (2.9 per cent), South Korea 
(2.7 per cent ), Netherlands (2.3 
per cent), and Japan (2.1 per cent). 
Developing countries figuring in the 
top 10 importers list are China with a 
share of 3.3 per cent, and Mexico with 
a share of 2.8 per cent. In terms of 
import growth, South Korea exhibited 
a significant demand at a CAGR of 
21.8 per cent during  2004 and 2013. 
India does not figure in the list of top 
10 importers of articles of iron or steel 
(HS 73).

PRICES

2.6  Steel Price

As demand for steel weakened and 
a huge overcapacity hovered over 
the global steel industry, raw material 

Exhibit	5:	Export	Orientation	of	Global	Steel	Industry

As accessed in February 2015
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prices eased. The global composite 
carbon steel prices, which stood at 
US$ 686/tonne in June 2013, touched 
a peak at US$ 726/tonne in January 
2014; owing to a demand-supply 
mismatch, the prices plunged to 
US$ 592/tonne in February 2015. This 
was the tenth consecutive decline in 
global steel prices since May 2014 
(Exhibit 6). 

2.7		Iron	Ore	Price

Iron ore is an important raw material 
for steel production. International 
spot prices of coking coal and iron 
ore corrected significantly. In 2013, 
international spot prices of coking coal 
increased by 5.2 per cent y-o-y to an 
average of US$ 135 per tonne in 2013 
from an average of US$ 128 per tonne 
in 2012.

Price in May 2015 stood at US$ 60.2 
per dry metric tonne, as compared 
to US$ 100.5 per dry metric tonne 
a year ago. Prices have dipped 
significantly since May 2010 when it 
hovered around US$ 161.35 per dry 
metric tonne.

In recent months, deteriorating Chinese 
steel demand and deleveraging 
by traders and Chinese steel mills 
has dragged the metal prices. The 
withdrawal of a stimulus package and 
the Chinese Government’s efforts 
to make the economy consumption-
driven from an investment-driven one 
will further ease steel demand and 
consequently the metal’s production. 

In the past, there were two major 
iron ore producers in Australia, Rio 
Tinto and BHP Billiton. They have 
now been joined by a third producer, 

Exhibit	6:	Global	Composite	Carbon	Steel	Prices	(US$	/	tonne)
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Fortescue Metals. These three 
producers are anticipated to provide 
for bulk of the increase in iron ore 
supply over the next few years. Brazil, 
another significant contributor to iron 
ore in the world, is suffering from a 
combination of project delays and 
infrastructure bottlenecks and has 
thereby experienced restrictions on 
iron ore supplies in 2013. However, 
outside Australia and Brazil, growth 
in supply is expected to be limited. It 
may be noted that, Australia holds the 
position as one of the lowest cost iron 
ore producers globally. 

As mentioned, global iron ore prices 
have touched US$ 51.1 a tonne as on 
April 2015 its lowest level since 2009 
(Exhibit 7). In India, mining curbs due 
to court action against illegal mining 

have constricted iron ore supply. That 
along with falling global prices, has 
stoked rising imports in the country as 
a deepening shortage at home forces 
steelmakers to turn overseas for the 
raw material. Gathering momentum 
in Indian imports may absorb some 
of the global surplus of iron ore and 
help stabilise prices that have been 
hammered by slowing demand from 
the top buyer China.

SELECT TRENDS IN WORLD STEEL 
MANuFACTuRING

2.8		Product	Development

There are thousands of different types 
of steel, designed to meet the specific 
needs of end users. Many of the 
products were developed in the last 

Exhibit	7:	Global	Iron	Ore	Prices	(US$	per	Dry	Metric	Tonne)	and	Change	in	Price
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ten years. Safety requirements, cost 
restrictions, structural performance 
demands innovat ions in  s teel 
production. In addition, increasing 
environmental pressures are leading 
to innovation in steel manufacturing 
technology, as also design and 
applications in end user industries. 
For example, advanced high-strength 
steels are helping carmakers meet the 
performance demands with affordable 
solutions. With the rising climate 
change concerns, the next generation 
automobiles would include alternative 
powertrains, such as hybrids and 
fuel cells. Steel producers have 
developed Ultra Light Steel Auto 
Body (ULSAB), which has achieved 
25 per cent reduction in vehicle mass, 
re-establishing the position of steel 
as a viable light-weight material for 
the automotive market. Similarly, the 
World Steel Association has initiated 
a new project called ‘Living Steel’ to 
stimulate innovation in design, supply 
and use of steel in construction. 

2.9		Technology	Development

Modern steelmaking relies on advanced 
technologies. International competition 
is so fierce in the steel sector that even 
a small technological difference would 
generate a competitive advantage. 
Steel companies all over the world 
are investing in state-of-the-art 
steelmaking systems and practices 
to improve their operations and yield. 
Thus, steel majors are joining hands 

with the national Governments to 
undertake R&D projects addressing 
a broad range of challenges. One of 
the important challenges of the steel 
manufacturing is yield loss. R&D 
projects are being undertaken by 
steel majors in identifying yield saving 
opportunities in steel manufacturing; 
improvements in operating techniques 
and practices with the objective of 
reducing the yield losses; improvement 
of fuel efficiency and productivity 
by capturing the heat-value of by-
product gases and optimising its 
mix of feedstocks, and using proper 
process equipments that reduces the 
yield losses. 

2.10		Accident-Free	Steel

Many steel companies in the world 
are improving their health and safety 
performance in the plants, and some 
of them have achieved production 
without any lost-time injuries for many 
years. In such companies too, there 
is a new thinking which clearly states 
that accidents are avoidable and 
‘accident free’ steel is the practical goal 
of the future. These companies are 
developing and establishing a safety 
culture within the organisation and 
managing safety from a behavioural 
perspective as a powerful approach to 
the management of safety. The firms 
have also developed a safety policy 
for contractors, as there is widespread 
use of contractors in steel plants.
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2.11  Sustainable	Steel

According to Inter-Government Panel 
on Climate Change (IPCC), the steel 
industry accounts between 3-4 per 
cent of total world greenhouse gas 
emissions. On an average, 1.7 tonnes 
of carbon di-oxide are emitted from 
every tonne of steel produced. It was 
also estimated that over 90 per cent 
of steel industry emissions come 
from iron production in the countries 
of Brazil, China, India, Japan, Korea, 
Russia, Ukraine and USA, including 
EU-27 region. Over the years, the steel 
industry has achieved technological 
advancements that have enabled 
substantial reduction of emissions from 
steel production. These achievements 
include, enhanced energy efficiency in 
the steel making process, improved 
recycling of steel products, improved 
use of by-products from steel making, 
and better environmental protection 
techniques. 

World steel majors are continually 
investing to find solutions for cleaner 
production. These may include, 
changes in process or manufacturing 
technology, change of input materials 
(for example, using raw materials 
that are low in sulphur), reuse and 
recycling of materials onsite, improved 
housekeeping, and training. Steel Task 
Force of the Asia-Pacific Partnership 
on Clean Development and Climate 
has developed a State-of-the-Art 
Clean Technologies Handbook, which 

details out some of the best available 
technologies and solutions that can be 
implemented at steelmaking facilities 
to increase energy efficiency and 
improve environmental performance.

Number  o f  d i f fe ren t  na t iona l 
approaches to emissions reductions 
is being adopted. Japanese steel 
industry is engaged in voluntary 
action progranmme comprising a 
range of efforts from international 
technical cooperation to research 
and development into further by-
product uses. The steel industry in 
USA has signed a voluntary climate 
vision programme with a commitment 
of improving energy intensity by 10 
per cent using the year 2002 as base 
line. The steel industries in USA, 
Japan, Korea, Australia and Canada 
are also involved in the Asia-Pacific 
Partnership on Clean Development 
and Climate, which also involves China 
and India. World Steel Association is 
adopting the approach of collection of 
carbon emission data from major steel 
producing countries and benchmarking 
to make improvements in commitments 
at national or regional level.

2.12		Life	Cycle	Assessment

Life Cycle Assessment (LCA) is one of 
the tools increasingly being used while 
considering environmental issues 
associated with the production, use, 
and disposal and recycling of products, 
including the original source-materials 
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with which steel is made. LCA of a 
steel product looks at resources, 
energy and emissions, from the raw 
material extraction phase to its end-
of- life phase, including recycling and 
disposal. LCA can be used to identify 
priorities for improvements in process 
operations and product design and 
development. Global steel makers are 
increasingly developing and supporting 
the use of a consistent, rigorous and 
transparent LCA methodology to 
enable society and regulators to make 
informed choices based on the real 
environmental impact of products 
and processes. Steel is 100 per cent 
recyclable, which means it can be 
reprocessed into the same material 
of the same quality again and again. 
Recycling accounts for significant 
energy and raw materials savings: 
more than 1,400 kg of iron ore, 740 kg 
of coal, and 120 kg of limestone are 
saved for every tonne of steel scrap 
made into new steel.

OuTLOOK

Despite its size, the steel industry 
remains relatively fragmented. It 
is also highly cyclical and has on 
intensely competitive nature. After 
witnessing sturdy growth for most of 
the initial phase in the last decade, the 
global steel industry suffered a setback 
due to the recession in 2008 as 
consumers utilized existing inventories 
rather than buying new stocks. The 
industry witnessed a turnaround in 

late 2009 and continued to grow 
thereafter in sync with the global 
economic recovery. Demand for steel 
benefited from growth in the develop-
ing economies that helped counter the 
sluggishness in developed countries. 
Asia, particularly China, continued to be 
the principal growth driver. Demand for 
steel products, nonetheless, remained 
below pre-recession levels. In 2013, 
the continuing Eurozone sovereign 
debt crisis, economic stagnation or 
slow growth in developed economies 
and a cooling of emerging market 
economies had an adverse impact on 
the industry which spilled to 2014. 

Expanding steel production in China, 
the world’s largest producer and 
consumer of steel, even as domestic 
consumption tapers, has been the 
single biggest drag on global prices. 
Add to this, the growth in the Chinese 
economy, which in recent years has 
been one of the main demand drivers 
for steel, slowed. These challenging 
economic conditions continued into 
2014, hindering the industry growth. 

While the global steel demand-supply 
gap has narrowed since the slump 
created in the post-2008 period, 
production still exceeds demand. 
Worldsteel forecasts that in 2015, the 
world steel demand will reach 1,544 
MT. It further forecasts that world steel 
demand will grow by 1.4% and reach 
1565 MT in 2016. 
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3.  INDIAN SCENARIO

Evolution	of	Indian	Steel	Industry

The Indian iron and steel industry 
is almost a century old. Iron Work 
Company established the first iron and 
steel company at Kulti (West Bengal) in 
1870. However, large-scale production 
started only after setting up of Tata 
Iron and Steel Company (TISCO), in 
1907. At the time of independence in 
1947, India had a small capacity of 
iron and steel production of about 1 
million tonne per annum. During that 
time, the entire capacity of the iron 
and steel industry was in the private 
sector. Infact the second oldest steel 
plant in India, the Indian Iron & Steel 
Company Limited (IISCO), established 
in 1918 in Burnpur, West Bengal, was 
then listed with the London Stock 
Exchange. Later it changed hands 
and is currently owned by public sector 
steel behemoth, the Steel Authority of 
India (SAIL).

The thrust to the capital-intensive 
industries, especially setting up of 
steel plants was given in the second 
and third five-year plan periods. 
Three integrated steel plants were 

set up in the public sector at Bhilai 
(Madhya Pradesh), Durgapur (West 
Bengal) and Rourkela (Orissa), with 
a capacity of one million tonnes 
each. Subsequently, two more public 
sector integrated steel plants were 
set up at Bokaro (Jharkhand) and 
Vishakapatnam (Andhra Pradesh).

Since the time public investment in 
steel sector started, market protection 
had also started for the indigenous 
industry by way of reservation (large 
scale integrated capacity of above 1 
million for public sector), dual pricing 
system with distribution controls 
for both public and private sector, 
protection from import competition 
through tariff barriers as well as 
quantitative restrictions and import 
licensing.

Apart from policy related protection, 
the industry was given protection in 
terms of market and prices through 
administered pricing mechanism. There 
was freight equalization mechanism to 
make the prices uniform irrespective of 
the distance of deliveries. The basic 
selling price of steel was administered 
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and fixed based on the normative cost 
of production plus return on capital. 
There were also cess and levies like 
Joint Plant Committee (JPC) cess, 
Steel Development Fund (SDF) levy, 
import pool fund etc. Import was 
canalized and a fund was created for 
mopping up the balance between the 
lower international procurement prices 
with higher domestic sales prices.

In the seventies, the industry witnessed 
emergence of few smal l -scale 
secondary steel producers, (electric 
arc furnace and induction furnace 
units) in the private sector to bridge the 
gap between rising domestic demand 
and stagnating supply from the existing 
integrated plants. Encouragement to 
private sector was given due to slow 
down in the public investment as a 
result of resource crunch and less plan 
allocation for capital investment. The 
semi-finished ingots/billets produced 
by this sector led to the commissioning 
of a large number of re-rolling units to 
convert semi finished steel bars and 
rods used mainly in the construction 
industry.

The Indian steel sector was the first 
core sector to be completely freed from 
the licensing regime and the pricing and 
distribution controls. Since 1991, the 
sector witnessed reforms increasingly 
in every aspect. The sector was open 
to private investment with large-scale 
deregulation (decontrol of price, 

distribution and capacity, withdrawal 
of import and export restrictions, 
etc.). In this decade, the steel sector 
added around 12 million metric tonnes 
capacity, from 21 new projects.

3.1		Production

Crude steel production in India 
amounted to 81.54 MT in 2013-14, 
registering a growth of 4.0 percent as 
compared to the previous year. The 
production for sale of total finished steel 
(alloy + non-alloy) in the country stood 
at 85.05 MT in 2013-14 as compared 
to 14.23 MT in 1991-92 – an increase 
of nearly 6 times. The high share of 
the Majors (like Essar, JSW Ispat, 
JSWL) and Other Producers (Electric 
Arc Furnace, Induction Furnace, Corex 
- Basic Oxygen Furnace, etc.) in total 
finished steel production for sale is 
largely due to substantial availability of 
raw materials like sponge iron, as well 
as due to the expansion of capacities 
and emergence of new units in these 
segments.

The total production for sale of pig iron 
was 7.29 MT in 2013-14 as compared 
to 1.59 MT in 1991-92. Earlier, pig 
iron was produced primarily by the 
integrated public sector steel plants, 
SAIL and RINL. However, today, the 
private sector accounts for over 90% 
of total production for sale of pig iron 
in the country.
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In the case of DRI (direct reduced 
iron), India is one of the largest 
producers in the world. From a mere 
1.31 million tonnes of production 
in 1991-92, India’s DRI production 
reached 14.972 million tonnes in 2013-
14 after touching a high of 25.081 
million tonnes in 2010-11.

The categorywise production of pig 
iron and finished steel in India during 
the period 2013-14 shows that rods/
bars and HR Coils/Strips were the 
largest produced categories with 
shares of 35 per cent and 23 per cent, 
respectively. As far as growth amongst 
these categories are concerned, 
segments like structurals, CR Sheets/

Coils, Galvanised Plain / Galvanised 
Coil (GP/GC) Sheets were the ones 
exhibiting highest growth rates of 
11.8 per cent, 11.8 per cent, and 11.3 
per cent, respectively. However, HR 
sheets showed a significant decline 
on year on year basis by 27.4 per cent 
(Table 6). 

As per the latest data available for 
2014  from World Steel Association,  
India produced 83.2 million tonne 
of crude steel, up 2.5 per cent over 
81.2 MT in the year-ago period. In 
comparison, global production stood 
at 1662 MT, witnessing an increase of 
just 0.8 per cent over previous year.

Exhibit	9:	Production	for	Sale	of	Finished	Steel	(Million	Tonnes)
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Table	6:	Category-wise	Production	of	Pig	Iron	and	Finished	Steel	in	India 
(‘000	tonnes)

Category Total	Production	for	Sale

2013-14 2012-13

Pig	Iron 7287 6870

Sponge	Iron 14972 14325

Semis 30288 31380

Rods/Bars 30019 28794

HR Coils/Strips 19466 19390

Structurals 6632 5932

CR Sheets/Coils 8554 7654

GP/GC Sheets 6996 6287

Plates 3992 4162

Pipe (large dia) 2021 2006

Railway materials 883 938

HR Sheets 403 555

Tin plate 300 301

Electrical steel sheets 156 155

TMBP Coils 5 5

Total	(Finished	steel	Non	–	Alloy) 79444 76195

Finished	steel	(Alloy)

               Non-Flat 3659 3698

               Flat 1951 1788

TOTAL	(Finished	Steel	Alloy) 5610 5486

TOTAL	(Finished	Steel) 85054 81681

Source: Data Derived from Joint Plant Committee; EXIM Bank Research

HR : Hot Rolled
CR : Cold Rolled
GP : Galvanised Plain
GC : Galvanised Coil
TMBP : Tin Mill Black Plate
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Among major steel producing countries, 
only South Korea and Russia were 
ahead of India in terms of growth 
rates at 7.6 per cent and 2.8 per 
cent, respectively. The US exhibited 
recovery and grew at 1.7 per cent 
(88 .3  MT produc t ions  dur ing 
2014 compared to 2013). Japan 
showed a growth of 0.2 per cent 
(110.7 MT production during 2014) 
and Germany grew at 0.7 per cent 
(42.9 MT production during 2014).

3.2		Consumption	Pattern

Among end-user sectors, infrastructure 
and industrial construction together 
continued to account for about 40 
per cent of total steel consumption 
in 2013-14, followed by automobiles 

(12 per cent) and the pipes & tubes 
industry (9 per cent) (Exhibit 10).

In tune with the economic gloom, 
India’s finished steel consumption grew 
by a tepid 0.6 per cent in 2013-14 over 
2012-13. Domestic real consumption 
of total finished steel stood at 73.89 
million tonnes (MT) during 2013-14. 
This was largely because of the low 
quarterly growth rates of GDP during 
the year 2013-14 with full year figure 
at 4.7 per cent, along with a steady 
decline in growth rate of IIP in 2013-14 
with annual growth declining by 0.1 per 
cent over 2012-13, and steep decline 
noted in sectors like capital goods, 
manufacturing, consumer durables, 
motor vehicles, trailers & semi-trailers, 
and slow and low growth in sectors 

Exhibit	10	:	Steel	Consumption	Pattern	in	India	:	2013-14
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like basic goods and intermediate 
goods. The slow down in the rate of 
investment as indicated by the growth 
rate of gross fixed capital formation 
in GDP (at 32.3 per cent of GDP in 
2013-14, down from the 33.9 per cent 
of GDP of 2012-13) also impacted the 
consumption pattern of steel. 

The trend of last 6 years in domestic 
steel consumption indicates that 
though the marginal growth rate of 0.43 
per cent in 2008-09 may be attributed 
to the impact of the recession of 2008, 
markets have however recovered since 
then, pushing up steel consumption 
growth to as high as 13.3 per cent 
in 2009-10 (a growth rate which to 
some extent can be attributed to base 
effect). 

Nonetheless, the volume of steel 
consumed in the economy has grown 

steadily in absolute terms, yet the year 
on year growth rates have dropped 
consistently. The drop in later days 
are attributable to the onset of the 
slowdown in the Indian economy 
itself, with steel consumption finally 
hitting 0.6 per cent growth in 2013-14, 
marginally up from the decadal low 
reached in 2008-09. 

An analysis of the 5 year period before 
the global financial crisis and after the 
crisis shows interesting results. The 
trend in growth rate in domestic steel 
consumption in the five year periods, 
preceding (2003-04 and 2007-08) 
and post recession of 2008 (2009-
10 to 2013-14) indicates clearly the 
dampening effect of the twin effects 
of recession of 2008 and slowdown 
in domestic economy in the post-
recession period (7.2 per cent average 
annual growth) compared to the pre-

Table	7:	Total	Finished	Steel	Consumption

Year Quantity (MT) Percentage Change (y-o-y)

2008-09 52.35 0.43

2009-10 59.34 13.3

2010-11 66.42 11.9

2011-12 71.02 6.9

2012-13 73.48 3.5

2013-14 73.89 0.6

Source: Data Derived from Joint Plant Committee; EXIM Bank Research
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recession five yearly average growth 
of 11.2 per cent (Table 8). 

3.3 Category-wise Real	Consump-
tion

Category-wise real consumption of 
total finished steel was led by non-flat 
steel (41.28 MT) which recorded a 
growth rate of 2.6 per cent on year on 
year basis, while growth rate declined 
for flat steel consumption (32.61 MT) 
by 2.0 per cent during 2013-14. This 
was also reflected in the respective 
shares, with the share of flat steel 
in total consumption (44 per cent) 
dropping marginally in 2013-14 
accompanied by a gain in the share of 

long/non flat steel (56 per cent) during 
the year as compared to the last year 
(Table 10).

For non-alloy steel, contribution of the 
non-flat segment stood at 37.61 MT, up 
y-o-y by 3.4 per cent and that of the flat 
segment (after accounting for double 
counting) stood at 31.70 MT, up 
y-o-y by 1.5 per cent, taking total 
non-alloy consumption (after double 
counting) to 69.311 MT. The remainder 
was the contribution of alloy segment, 
which reported a negative growth of 
21.8 per cent during this period and 
dragged down overall consumption 
growth trends in 2013-14. 

Table	8:	Consumption	Pattern	of	Steel	in	India:	Pre	and	Post-Recession

year AAGR	of	Consumption	
of	Steel	in	India

2003-04 and 2007-08 5 years preceding recession of 2008 11.2

2008-09 Crisis period 0.4

2009-10 and 2013-14 5 years post-recession of 2008 7.2

Source: Data Derived from Joint Plant Committee; EXIM Bank Research

Table	9:	Real	Consumption	of	Total	Finished	Steel	(Alloy	+	Non-alloy)

year 2012-13 2013-14 Percentage	Change
(y-o-y)

Total Finished Steel, of which 73.48 73.89 0.6

Non-flat steel 40.22 41.28 2.6

Flat steel 33.26 32.61 (-) 2.0

Source: Data Derived from Joint Plant Committee; EXIM Bank Research
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In the non-alloy, non-flat segment, the 
major contributor to consumption was 
bars and rods (30 MT; y-o-y growth of 
2.3 per cent). For the major categories 
in the flat segment, the picture was 

mixed with declines noted for plates 
(4.32 MT, down by 11.7 per cent), HR 
coils / strips (19 MT, down by 3.5 per 
cent), while consumption rose for CR 
Sheets / Coils (9.4 MT, up by 7.8 per 

Category 2012-13 2013-14
Percentage	
Change 
(y-o-y)

Rods/Bars 29445 30127 2.3

Structurals 5987 6616 10.5

Railway materials 946 870 -8.0

Non-Flat	(A) 36378 37613 3.4
HR Coils/Strips 19817 19124 -3.5

CR Sheets/Coils 8807 9425 7.0

GP/GC Sheets 5230 5637 7.8

Plates 4891 4317 -11.7

Pipe (large dia) 2046 2007 -1.9

HR Sheets 485 444 -8.5

Tin plate 435 418 -3.7

Electrical steel sheets 541 499 -7.8

TMBP Coils 5 6 20.0

Flat (B) 42338 41950 -0.9

Less: Double Counting (C)* 11094 10252 -7.6

Flat	steel	after	double	discounting	(D) 31244 31698 1.5
Total:	Non-Alloy	(A+D):	(E) 67622 69311 2.5
Total:	Alloy	(F) 5860 4584 -21.8
Total	Finished	Steel	(E+F) 73482 73895 0.6

* A significant quantity of steel is counted twice. For example, steel maybe bought for value 
addition such as galvanisation, and then resold in the market as premium steel.
Source: Data Derived from Joint Plant Committee

Table	10:Category-wise	Real	Consumption	Trends	(‘000	tonnes)

HRC : Hot-Rolled Coil
CRC : Cold Rolled Coil
GP/GC : Galvanised Plain/Galvanised Coil
TMBP : Tin Mill Black Plate
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cent) and GP/GC (5.6 MT, up by 7.8 
per cent) during 2013-14 as compared 
to 2012-13.

3.4		Per	Capita	Steel	Consumption

On account of the steady growth in 
the domestic steel consumption, India 
became the third largest consumer of 
steel globally in 2009, and continued 
to remain so till 2014. China was the 
largest consumer with a consumption 
of 711 MT in 2014.

In tune with the absolute levels reached 
and the prevailing economic and steel 
conditions, India’s per capita steel 

consumption (in terms of total finished 
steel) has grown from 45 kg in 2008-09 
to 59.3 kg in 2012-13 before falling to 
59 kg in 2013-14. 

Though this rise is commendable, 
yet the fact remains that compared 
to global average (222 kg) or even 
India’s global peers (China 489 kg), 
per capita consumption of steel is 
significantly low in India. One of the 
main reasons of such an outcome 
being the extensive use of steel in 
large scale infrastructure activities 
and other end-use segments like 
manufacturing in developed countries 
or even in countries like China, South 
Korea vis-à-vis India. 

Table	11:	Investments	in	Steel	Sector

year New		investment		projects		
announced Investment		projects		completed

Rs. million Numbers Rs. million Numbers

2004-05 1,122,248.10 57 11,445.00 12

2005-06 2,259,422.10 78 160,570.10 28

2006-07 1,800,798.40 84 56,573.80 30

2007-08 1,447,529.40 79 237,583.80 49

2008-09 1,349,091.30 32 109,812.20 27

2009-10 2,859,548.30 39 151,352.90 20

2010-11 1,368,959.30 25 292,916.80 29

2011-12 413,042.20 21 422,631.20 27

2012-13 437,578.00 12 53,372.20 11

2013-14 752,424.00 15 65,796.90 12

Numbers refers to the number of projects for which cost details are available

Source: Data Derived from Joint Plant Committee; EXIM Bank Research



46

year Pig	Iron Semi-Finished Finished	
Carbon	Steel Total Steel

1991-92 - 5 368 373

1992-93 16 154 741 911

1993-94 620 585 1020 2225

1994-95 466 399 873 1738

1995-96 502 395 925 1822

1996-97 451 300 1622 2373

1997-98 785 503 1880 3168

1998-99 281 174 1770 2225

1999-00 290 328 2670 3288

2000-01 230 195 2805 3230

2001-02 242 270 2730 3242

2002-03 629 460 4506 5595

2003-04 576 701 5221 6498

2004-05 393 261 4381 5035

2005-06 300 350 4350 5000

2006-07 707 665 4893 6265

2007-08 560 400 4600 5560

2008-09 350 746 4437 5533

2009-10 362 625 3251 4238

2010-11 358 350 3637 4345

2011-12 491 201 4587 5279

2012-13 414 144 5368 5926

2013-14 943 486 5594 7023

Table	12:	Export	of	Iron	and	Steel	(In	‘000	tonnes)

Source: Data Derived from Joint Plant Committee; EXIM Bank Research

3.5		Investments	in	Steel Sector 

Investments announced in steel sector 
while having seen a decrease from 
Rs. 1,122,248 million in 2004-05 to 
Rs. 752,424 million in 2013-14, the 

number of projects completed however 
in terms of value have witnessed an 
increase from Rs. 11,445 million to Rs. 
65,797 million during the same time 
period (Table 11). 
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3.6	 	 Exports	 and	 Imports	 of	 Iron	
and	Steel

Although India started exporting steel 
way back in 1964, exports were not 
regulated and depended largely on 
domestic surpluses. However, post-
liberalization, export of iron and steel 
recorded a quantum jump in India. 
Subsequently, the rapid growth of 
domestic steel demand has led to a 
decline in the rate of growth of steel 
exports from India to ensure that 
domestic requirements are adequately 
met. 

During 2013-14, India’s exports were 
around 7 million tonnes, of which 
finished carbon steel constituted 
92%, whereas pig iron and semi-
finished iron together constituted 8% 
(Table 12).

In India, imports of carbon steel 
touched 5.4 million tonnes in 2013-14, 
whereas the import of pig iron was 
very low constituting 34,000 tonnes. 
However it may be noted that import 
of steel reached a high of 7.9 million 
tonnes the previous year (2012-13). In 
the year 2007-08, India became a net 
importer of iron and steel for the first 
time in the post liberalization period.

In terms of value, India’s exports of 
iron and steel in the year 2008-09 
was US$ 13.3 billion, and India’s 
imports of iron and steel were valued at 
US$ 13.9 billion, leading to a trade 
deficit of US$ 0.6 billion under this 
category. Export and imports figures 
herein are calculated considering 
summation of HS Code 72 (iron and 
steel) and HS Code 73 (articles of 
iron or steel). After having witnessed 

Exhibit	11:	India’s	International	Trade	in	Iron	and	Steel	(US$	Bn)
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a trade deficit for a number of years, 
in 2013-14 India displayed a trade 
surplus of US$ 3.3 billion in iron and 
steel. However, in 2014-15, India 
exhibited a marginal trade deficit of 
US$ 35 mn in iron and steel (Table 
13). 

India’s export markets for steel are 
well diversified and less concentrated 
as compared to imports. While India’s 
exports of iron & steel (HS Code 
72) during 2003-04 was hugely 
concentrated to China, the share 
declined drastically in 2014-15. 
Unlike 2003-04, India’s exports of 
iron and steel (HS code 72) seemed 

quite diversified across regions and 
countries in 2014-15 (Table 14). 

However, India’s exports of articles of 
iron and steel (HS code 73) remained 
concentrated within USA and UAE, both 
during 2003-04 and 2014-15, with their 
cumulative shares being 34.7 per cent 
in 2003-04 and 31.7 per cent in 2014-15 
(Table 14).

3.7		Profitability

While steelmakers can be classified 
based on multiple factors such as 
scale of operations, product profile and 
the level of raw material integration, it 

Table	13:	Trade	Balance	in	India’s	Steel	Trade	(Value	in	US$	Mn)

Source: Data Derived from Ministry of Commerce; EXIM Bank Research

HS	Code:	72	(Iron	&	Steel):	A

2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15

Exports 7533 4516 7139 8302 8090 9223 8684

Imports 10265 8814 11010 13646 13616 9110 12342

Trade 
Balance -2732 -4298 -3871 -5344 -5526 113 -3658

HS	Code:	72	(Iron	&	Steel):	B

Exports 5783 4081 6657 7048 7436 6807 7601

Imports 3667 2793 3617 4529 4101 3596 3978

Trade 
Balance 2116 1288 3040 2519 3335 3211 3622

Total:	A+B

Exports 13316 8597 13796 15350 15526 16030 16284.75

Imports 13932 11607 14627 18175 17717 12706 16320.24

Trade 
Balance -616 -3010 -831 -2825 -2191 3324 -35.49
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is the lend of raw material integration 
that is critical to the margins they 
earn. Large steelmakers have and 
will continue to have a dominant 
share in steel production. These 
players mainly produce flat steel, 
which is capital intensive. Even among 
large players, the level of integration 
varies, depending on accessibility to 
iron ore mines. Several players have 
captive access to iron ore.

Raw material integration is significant 
because raw materials - iron ore and 
coking coal - constitute 60-70 per 
cent of production costs for finished 
steel. Hence, players with captive 
mines possess better operating 
leverage and pricing flexibility, as 
compared to integrated players without 

captive mines, and non-integrated 
players. Small & mid-sized players, 
on the other hand, mainly produce 
long steel, which requires lower capital 
investments. Most of these players are 
non-integrated and buy key inputs from 
the open market.

3.8		Current	Outlook

Domestic steel demand growth is 
expected to remain subdued in 2014-15 
and 2015-16 largely owing to execution 
delays in construction projects and 
lower demand for automobiles and 
consumer durables. Over the longer 
term steel demand is expected to grow 
at a brisk pace, as growth in key end-
user sectors revives.

Table	14:	Top	10	Destination	of	India’s	Exports:	2003-04	and	2014-15

Source: Data Derived from Ministry of Commerce; EXIM Bank Research

HS	Code	72:	Iron	&	Steel 
(per	cent	share)

HS	Code	73:	Articles	of	Iron	&	Steel 
(per	cent	share)

2003-04 2014-15 2003-04 2014-15

China 23.0 USA 8.1 USA 21.6 U S A 22.5

USA 7.5 Iran 7.5 UAE 13.1 UAE 9.2

UAE 4.9 UAE 7.4 UK 6.7 Saudi Arabia 8.0

Thailand 4.7 Italy 6.4 Bangladesh 5.4 Germany 6.1

Italy 4.3 Nepal 6.0 Germany 4.1 UK 4.9

Iran 4.1 South Korea 3.7 Singapore 2.5 Italy 2.7

South Korea 3.7 Belgium 3.2 Nigeria 2.5 Canada 2.3

Sri Lanka 3.6 Thailand 3.0 Australia 2.2 The Netherlands 1.7

Nepal 3.1 Japan 2.8 Saudi Arabia 2.1 France 1.7

Indonesia 3.0 Bangladesh 2.8 Canada 2 Iran 1.6
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A slowing economy continued to 
curtail domestic steel demand in 
2013-14. Finished steel consumption 
is estimated to have grown by a muted 
0.6 per cent y-o-y; the lowest in 5 
years, to 73.89 million tonnes during 
2013-14. Over 2009-10 to 2013-14, 
demand registered a CAGR of 7.2 per 
cent, spurred by rising investments 
in the infrastructure and construction 
sectors, and a strong growth in sales of 
capital goods and automobiles. India 
however remained one of the world’s 
largest producer and consumer of 
crude steel in 2014, despite the 
sluggish demand.

Among end-user sectors, infrastructure 
and industrial construction together 
continued to account for about 40 per 
cent of total steel consumption in 2013-
14, followed by automobiles (12 per 
cent) and the pipes & tubes industry 
(9 per cent). Domestic demand for 
steel, especially in the construction 
and infrastructure sectors, has been 
affected by delays in project execution, 
owing to environmental clearances. 
Slowing economic growth has also 
put the brakes on consumption driven 
sectors such as the automobiles 
and consumer durables. Aggregate 

Exhibit	12:	Structure	of	the	Steel	Industry
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investments are expected to grow at a 
sluggish pace, impacted by a slowdown 
in industrial capex and infrastructure 
investments. Implementation of 
projects in key infrastructure segments 
like power, irrigation and roads is 
expected to suffer during the year on 
account of land acquisition issues, 
delays in clearances and the strained 
finances of companies. Investments in 

the construction space are also likely 
to grow at a muted pace in 2013-14 
and 2014-15. However, it is expected 
that industrial and infrastructure 
investments will improve gradually 
during the next five years.  It is 
therefore believed that growth will be 
driven by key end-user sectors such 
as construction, infrastructure and 
automobiles.

Exhibit	13:	Flat	Steel	Consumption:	Key	End-User	Industries
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4. PRODuCT AND MARKET 
 IDENTIFICATION OF STEEL 
 PRODuCTS OVERSEAS

4.1  COMPETITIVENESS	OF	INDIA’S	
EXPORTS

The year 2013-14 was a turnaround 
year with exports exceeding imports 
after a long hiatus. For this trend to 
continue, it might be essential for 
domestic producers to expand their 
supply base into overseas markets. 
Currently, India’s steel production is 
largely geared towards the domestic 
market, with only a small share being 
exported. The country has significant 
comparative advantage in several 
steel products, but has not been able 
to leverage it to the fullest in overseas 
markets.

The present section provides an 
analysis of iron and steel products 
and markets where the country 
has demonstrated comparative 
advantage. Quantification of 
comparative advantage over a period 
of time will help in understanding the 

markets and products where India 
has been performing well, as well as 
identifying the areas where producers 
have lost ground and success has 
been limited. This will be a necessary 
first step towards identification of 
areas where Indian companies could 
potentially expand their presence.

4.2  Methodology:

Revealed Comparative Indices are 
used to identify categories of exports in 
which an economy has a comparative 
advantage by way of comparison of 
the country’s trade scenario with the 
world scenario. The basic assumption 
underlying the concept of revealed 
comparative advantage is that trade 
profile reflects the inter-country 
differences in terms of relative costs 
as well as non-price aspects. As per 
Balassa’s (1965) measure, index for 
country i for commodity j is-



53

 RCAij =
 (Xij/Xi)

              (Xwj/Xw)
Where,
Xij: exports from country i of 

commodity j 

Xi: total exports from country i

Xwj: total world exports of 
commodity j 

Xw: total exports from world

The RCA index ranges from 0 to 
infinity, with 1 as the break-even 
point. That is, an RCA value of less 
than 1 means that the product does 
not have a comparative advantage, 
while a value above 1 indicates 
that the product has a comparative 
advantage.

In order to enable disaggregation of 
the analysis of revealed comparative 
advantage at the regional and bilateral 
levels, the above equation is adapted 
as follows3:

 RCAijr    =
 (Xij/Xi)

    (Xrj/Xr)

Where,
Xij: exports from country i of 

commodity j 
Xi:  total exports from country i

Xrj:  exports from region r of 
commodity j 

Xr:  total exports from region r

The normalized revealed comparative 
advantage (NRCA) index has been 
demonstrated to reveal the extent 
of comparative advantage that a 
country has in a commodity more 
precisely and consistently than 
other alternative RCA indices in the 
literature. NRCA can be defined in the 
following manner:

 NRCAij =  RCAij(or RCAijr) -1
             RCAij(or RCAijr)+1

NRCA ranges from -1 to 1 with 0 
as the break-even point. That is, an 
NRCA value of less than 0 and greater 
than -1, means that the product has 
no export comparative advantage, 
while a value above 0 and less than 
1, indicates that the product has a 
comparative advantage. NRCA for 
India’s exports is given in Annexure 2 
for products at HS-6 digit level.

For the purpose of analysis, iron and 
steel exports have been divided into 
six categories (at HS-4 digit level) as 

3Giancarlo Gandolfo (2014), International Trade Theory and Policy. Springer Berlin 
Heidelberg
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given in Table 15. The total number 
of products analysed at HS-6 digit 
level are 288. Regions of Africa, Asia, 
Europe, Latin America, North America 
and Oceania have been taken into 
consideration.

4.21	 Regional	 and	 Overall	
Competitiveness	 of	 India’s	 Iron	
and	Steel	Exports

Over the period, 2008-2012, India’s 
competitiveness in iron and steel 

as reflected in the NRCA index, 
has increased in 47 percent of the 
products that it exported globally, 
while it has decreased in the remaining 
53 percent of the products. Africa, 
Asia, Europe and North America have 
all witnessed the share of products 
registering an exercise in NRCA being 
lower than the share of products 
registering a decline in NRCA during 
this period. Oceania was the only 
region to have exhibited an opposite 
trend (Exhibit 14).

Categories HS Codes

Primary Materials; Products in 
Granular or Powder Form

7201, 7202, 7203, 7204, 7205

Iron and Non-Alloy Steel
7206, 7207, 7208, 7209, 7210, 7211, 7212, 7213, 7214, 
7215, 7216, 7217

Stainless Steel 7218, 7219, 7220, 7221, 7222, 7223

Other Alloy Steel; Hollow Drill 
Bars and Rods, of Alloy or Non-
Alloy Steel

7224, 7225, 7226, 7227, 7228, 7229

Articles of Iron and Steel (Other 
than Tubes, Pipes and Hollow 
Profiles)

7301, 7302, 7307, 7308, 7309, 7310, 7311, 7312, 7313, 
7314, 7315, 7316, 7317, 7318, 7319, 7320, 7321, 7322, 
7323, 7324, 7325, 7326

Tubes, Pipes and Hollow 
Profiles

7303, 7304, 7305, 7306

Table	15:	Categorization	of	Iron	and	Steel	HS	codes
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Exhibit	14:	Movement	in	NRCA	across	Regions	for	all	Iron	and	Steel	Products	over	
the Period 2008-12

Source: PCTAS, EXIM Bank Research
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Exhibit	15:	Movement	in	NRCA	across	Regions	for	Articles	of	Iron	and	Steel	(other	
than	Tubes,	Pipes	and	Hollow	Profiles)	over	the	Period	2008-12

Source: PCTAS, EXIM Bank Research

4.22 Regional	 and	 Overall	
Competitiveness	of	India’s	Exports	
of	Articles	of	Iron	and	Steel	(other	
than	 tubes,	 pipes	 and	 hollow	
profiles)	

Over the period 2008-2012, India’s 
competitiveness in the category 
‘Articles of Iron and Steel (other than 
tubes, pipes and hollow profiles)’ 
has increased in 47 percent of the 

products exported by it globally, while 
it has decreased in 53 percent of 
the products. In the regions of Latin 
America and Oceania, the share of 
products registering an increase in 
NRCA is greater than those recording 
a decline. The share of products 
witnessing an increase in NRCA 
under this category was 51 percent in 
case of Latin America, and 52 percent 
in case of Oceania (Exhibit 15).
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4.23	 Regional	 and	 Overall	
Competitiveness	of	India’s	Exports	
of	Iron	and	Non-Alloy	Steel

Over the period 2008-2012, India’s 
competitiveness in the category ‘Iron 
and Non-Alloy Steel’ has increased in 
47 percent of the products exported by 
it to the world, while it has decreased 

in 53 percent of the products. With 
respect to the regions of Africa and 
Asia, the share of products registering 
an increase in NRCA is greater than 
those recording a decline. The share 
of products witnessing an increase 
in NRCA was 52 percent in case of 
Africa, and 51 percent in case of Asia 
(Exhibit 16). 

Exhibit	16:	Movement	in	NRCA	across	Regions	for	Iron	and	Non-Alloy	Steel	over	the	
Period 2008-12

Source: PCTAS, EXIM Bank Research
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4.24	 Regional	 and	 Overall	
Competitiveness	of	India’s	Exports	
of Other Alloy Steel; Hollow Drill 
Bars	 and	 Rods,	 of	 Alloy	 or	 Non	
Alloy Steel

Over the period 2008-2012, India’s 
competitiveness in the category 
‘Other Alloy Steel; Hollow Drill Bars 
and Rods, of Alloy or Non Alloy 
Steel’ increased in 54 percent of 
the products exported by it globally, 
while it decreased in 46 percent of 

the products. With respect to the 
regions of Latin America and Oceania, 
the share of products registering an 
increase in NRCA was greater than 
those recording a decline. The share 
of products witnessing an increase in 
NRCA was 52 percent in case of Latin 
America, and 74 percent in case of 
Oceania. In case of Asia, Europe and 
North America, the number of products 
registering an increase in NRCA was 
same as the number of products 
registering a decline (Exhibit 17).

Exhibit	17:	Movement	in	NRCA	across	Regions	for	Other	Alloy	Steel;	Hollow	Drill	
Bars	and	Rods,	of	Alloy	or	Non	Alloy	Steel	over	the	Period	2008-12

 Source: PCTAS, EXIM Bank Research
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4.25	 Regional	 and	 Overall	
Competitiveness	of	India’s	Exports	
of	 Primary	 Materials;	 Products	 in	
Granular	or	Powder	Form

Over the period 2008-2012, India’s 
competitiveness in the category 
‘Primary Materials; Products in 
Granular or Powder Form’ increased 
in only 37 percent of the products 

exported by it to the world, while it 
decreased in the remaining 63 percent 
of the products. In all the regions, more 
number of products exported from India 
witnessed a decline in NRCA index 
than those witnessing an increase 
in competitiveness, with the decline 
being most precipitous in case of Africa 
with 69 percent of products registering 
a decline in NRCA (Exhibit 18).

Exhibit	18:	Movement	in	NRCA	across	Regions	for	Primary	Materials;	Products	in	
Granular	or	Powder	Form	over	the	Period	2008-12

Source: PCTAS, EXIM Bank Research
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4.26	 Regional	 and	 Overall	
Competitiveness	of	India’s	Exports	
of	Stainless	Steel

India’s competitiveness has increased 
in the category of stainless steel. 
Over the period 2008-2012, India’s 
competitiveness in the category 
of stainless steel increased in 54 
percent of the products exported by 
it globally, while it has decreased in 

46 percent of the products. Number of 
products recording an increase in NRCA 
was higher than the products recording 
a decline in all the regions taken into 
consideration. Maximum increase in 
NRCA was witnessed in Oceania, with 
69 percent of products registering an 
increase in NRCA, followed by Africa 
(68 percent), Europe (57 percent), and 
Latin America (56 percent) (Exhibit 19).

Exhibit	19:	Movement	in	NRCA	across	Regions	for	Stainless	Steel	over 
the Period 2008-12

Source: PCTAS, EXIM Bank Research
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4.27 Regional	 and	 Overall	
Competitiveness	of	India’s	Exports	
of	 Tubes,	 Pipes	 and	 Hollow	
Profiles

Over the period 2008-2012, India’s 
competitiveness in the category 
‘Tubes, Pipes and Hollow Profiles’ 

increased in 44 percent of the 
products exported by it to the world, 
while it decreased in 56 percent of the 
products. Only in case of Oceania, the 
share of products having an increase 
in NRCA at 56 percent was greater 
than those witnessing a decline.

Exhibit	20:	Movement	in	NRCA	across	Regions	for	Tubes,	Pipes	and	Hollow	Profiles	
over the Period 2008-12

Source: PCTAS, EXIM Bank Research
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4.3 PRODuCT AND MARKET 
IDENTIFICATION

An attempt has been made to map 
the global demand for iron and 
steel products with India’s export 
competitiveness, with a view to 
outline a market specific approach for 
exporters. A generic analysis has been 
attempted in order to identify products 
that have strong capabilities to export. 
Also analyzed are the current export 
markets where India has penetrated 
and the key competitors which India 
faces. While India needs to further 
consolidate its share in the major 
import markets, there are markets 
where India already has export 
competitiveness, but its imports are at 
relatively lower levels. These markets 
are the potential growth drivers for 
India’s iron and steel exports and 
need to be suitably targeted. 

This chapter attempts to identify and 
categorize the iron and steel products 
where India could focus on, to realize 
potentially higher values, especially 
when considering that the country 
already possesses manufacturing 
capabilities for these products. The 
idea is to construct a product-market 
matrix for iron and steel products in 
demand along with the key demand 
centres (importers), and the key 
exporters to these regions (India’s 
competitors).

4.31 Methodology:

The analysis in this section considers 
three major determinants of India’s 
performance in overseas markets, 
namely:

• The Normalized Revealed 
Comparative Advantage (NRCA) 
at the regional level, as discussed 
in the previous section at the 
aggregate level for market 
identification, as well as at 
disaggregate levels for ‘Articles of 
Iron and Steel (other than Tubes, 
Pipes and Hollow Profiles)’; ‘Iron 
and Non-Alloy Steel’; ‘Other 
Alloy Steel; Hollow Drill Bars and 
Rods, of Alloy or Non-Alloy Steel’; 
‘Primary Materials; Products 
in Granular or Powder Form’; 
‘Stainless Steel’; and ‘Tubes, 
Pipes and Hollow Profiles’ for 
simultaneous product and market 
identification.

• Average Annual Growth Rate 
(AAGR) of regional import 
demand at the aggregate as well 
as disaggregate level.

• Absolute value of regional import 
demand.

On the basis of these three 
considerations, a four quadrant 
bubble chart is prepared for 
simultaneous product and market 
identification. The size of the bubble 
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represents the relative regional import 
demand of the products. The colour 
of the bubble represents whether 
the competitiveness has increased 
or decreased, with the colour red 
representing a decline, and green 
representing an increase. The four 
quadrants imply the following: 

• Product Champions (positive 
AAGR; positive NRCA): These 
products have the maximum 
potential, as the regional import 
demand in these products has 
shown robust AAGR over the 
period 2008-2012, while India’s 
exports of these products to the 
region are competitive, and the 
competitiveness has remained 
same or increased over the period 
under consideration.

• Underachievers (positive AAGR; 
negative NRCA): India does not 
have competitiveness in these 
products, while their import 
demand from the region has 
grown significantly over the 
period under consideration. India 
can strive towards increasing 
competitiveness in these markets 
for the identified products, 
especially in cases where the 
competitiveness as measured by 
NRCA, has been improving over 
time.

• Declining Sectors (negative 
AAGR; negative NRCA): India 

does not have competitiveness 
in these products, and imports 
of these products have also 
registered weak growth or have 
actually declined in the region. 

• Achievers in Adversity (negative 
AAGR; positive NRCA): India 
has competitiveness in these 
products, but the growth rate in 
the region for these products has 
been declining. Indian players 
can look towards concentrating 
more on the product champions 
segment, if there is scope for 
diversification into other categories 
of iron and steel production. Else, 
they can attempt to diversify into 
those regions where the product 
category has been witnessing 
strong import growth rates.

Given that the focus needs to be 
primarily on iron and steel products 
which figure under the Product 
Champions category, a further 
analysis of this categorization has 
been undertaken to identify the major 
importing countries in the regions for 
these products. 

4.32	Aggregate	Level	Identification	
of	Promising	Markets

With respect to all the regions, India’s 
exports of iron and steel products at 
the aggregate level were competitive. 
At the aggregate level, the markets 
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of North America, Latin America, 
Asia and Oceania are regions where 
Indian Iron and Steel products are 
competitive, and these regions have 
also exhibited strong import demand 
for the products. 

In Europe and Africa, Indian Iron 
and Steel products are competitive, 
but the growth in import demand 
has been frail, which puts forward a 
case for Indian exporters currently 
exporting to these regions, to diversify 
into other regions which have shown 
better import demand performance 
(Exhibit 21).

4.33	 Disaggregate	 Simultaneous	
Identification	 of	 Markets	 and	
Products

4.331 Africa

In case of Africa, ‘Stainless Steel’ 
is a product champion, indicative 
of simultaneous increase in 
competitiveness of India’s exports, and 
strong import demand from the region 
in the product category. However, in 
certain categories like ‘Iron and Non-
Alloy Steel’, ‘Other Alloy Steel; Hollow 
Drill Bars and Rods, of Alloy or Non-

Source: PCTAS, EXIM Bank Research

Exhibit	21:	Aggregate	Level	Identification	of	Promising	Markets
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Alloy Steel’, ‘Articles of Iron and Steel 
(other than Tubes, Pipes and Hollow 
Profiles)’, and ‘Tubes, Pipes and 
Hollow Profiles’, India’s exports have 
been regionally revealed competitive 
in spite of negative growth in import 
demand of these products from Africa. 
In the case of ‘Articles of Iron and 
Steel (other than Tubes, Pipes and 
Hollow Profiles)’, there has also been 
an increase in export competitiveness 
of India (Exhibit 22).  

In the Product Champion Category 
of Stainless Steel, South Africa was 
the largest importer in Africa in 2012, 
with Taiwan, Sweden, India, Korea 
Rep., Italy and China being the major 
suppliers of the product to the country. 
India was also major supplier to the 
top importing African countries of 
Egypt, Morocco, and Ethiopia. Apart 
from these, India can increase its 
presence in  Algeria (Table 16).

Exhibit	22:	Product	Matrix	at	Disaggregate	Level	for	India’s	Exports	to	Africa

Note: Size of the bubble represents import demand; Colour of the bubble represents increase 
or decrease in NRCA (Red represents decrease; Green represents increase). A product 
category is a product champion only if the NRCA has remained same or increased, in the 
period under consideration. Else, it is a pseudo-product champion

Source: PCTAS, EXIM Bank Research
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Table	16:	Top	Importing	Countries	in	Africa	for	the	Product	Champion	Categories,	
and	their	Major	Suppliers

4.332 Asia

‘Primary Materials; Products in 
Granular or Powder Form’, ‘Stainless 
Steel’ and ‘Articles of Iron and Steel 
(Other than Tubes, Pipes and Hollow 
Profiles)’ are the pseudo-product 
champions in case of Asia. Although 
India’s exports are competitive with 
respect to Asia in these products and 
the region’s import demand has grown 
at a robust pace, there has been a 
decline in India’s competitiveness in 
all these product categories over the 
period under consideration, reflected 

in the decline in NRCA index for 
these products. India’s exports have 
lost competitiveness with respect to 
the Asian market in all the categories 
of Iron and Steel exports from India 
(Exhibit 23).

4.333 Europe 

‘Stainless Steel’ and ‘Primary 
Materials; Products in Granular 
or Powder Form’ are the product 
categories where growth in import 
demand of European region has 
been robust, and India’s exports 
with respect to the region have been 

Source: PCTAS, EXIM Bank Research

Product 
Champion	
Categories

Top 
Importing	
Countries

Value	of	Imports	(US$	mn)
Major Suppliers

2008 2009 2010 2011 2012

Stainless 
Steel

South 
Africa

184.6 75.3 139.3 166.5 176.0
Taiwan, Sweden, India, Korea 
Rep., Italy, China, Germany, 
Finland, USA, Czech Rep

Egypt 177.9 101.3 124.0 140.7 153.7

Ta i w a n ,  C h i n a ,  I t a l y, 
Germany, India, Sweden, 
Turkey, Belgium, Spain, 
Thailand

Morocco 50.8 28.5 28.8 54.7 60.0

Be lg ium,  Spa in ,  USA, 
France, Germany, Sweden, 
Italy, India, Taiwan, The 
Netherlands

Ethiopia 22.8 15.3 21.7 23.9 25.3

Turkey, Ukraine, Russian 
Fed, China, India, Israel, 
I taly, Germany, Taiwan, 
Peru

Algeria 28.3 24.8 34.4 59.6 25.3

Spain, Italy, Germany, The 
Netherlands, France, Taiwan, 
Turkey, Sweden, Korea Rep., 
Czech Rep
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competitive. However, the latter 
category has witnessed a decline 
in competitiveness over the period 
under consideration. Hence, only the 
category of ‘Stainless Steel’ is a true 
Product Champion.  Competitiveness 
of India’s exports has grown in the 
category of ‘Articles of Iron and Steel 
(Other than Tubes, Pipes and Hollow 
Profiles)’. However, the category has 
been witnessing frail growth in import 
demand in the region during the 2008-
12 period (Exhibit 24).

In the Product Champion category of 
‘Stainless Steel’, Germany was the 

largest importing European country in 
2012, with France, Italy, Spain, Sweden 
and Finland being the major suppliers 
of the product to Germany. India was 
the eighth largest import source for 
Germany. However, India was the 
topmost non-EU supplier of stainless 
steel to Germany, and the second 
largest non-EU supplier to France. 
India was also the eighth largest 
import source for the Netherlands, and 
the country’s second-largest non-EU 
import source for the product. India 
can expand its export presence in 
other important countries of Italy and 
United Kingdom (Table 17).

Exhibit	23:	Product	Matrix	at	Disaggregate	Level	for	India’s	Exports	to	Asia

Note: Size of the bubble represents import demand; Colour of the bubble represents increase 
or decrease in NRCA (Red represents decrease; Green represents increase). A product 
category is a product champion only if the NRCA has remained same or increased, in the 
period under consideration. Else, it is a pseudo-product champion.
Source: PCTAS, EXIM Bank Research
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Exhibit	24:	Product	Matrix	at	Disaggregate	Level	for	India’s	Exports	to	Europe

Note: Size of the bubble represents import demand; Colour of the bubble represents increase 
or decrease in NRCA (Red represents decrease; Green represents increase). A product 
category is a product champion only if the NRCA has remained same or increased, in the 
period under consideration. Else, it is a pseudo-product champion.
Source: PCTAS, EXIM Bank Research

Product 
Champion	
Categories

Top 
Importing	
Countries

Value	of	Imports	(US$	mn)
Major Suppliers

2008 2009 2010 2011 2012

Stainless 
Steel

Germany 6126.5 2946.6 4525.4 5767.5 4893.9
France, Italy, Spain, Sweden, Fin-
land, Belgium, Austria, India, The 
Netherlands, USA

Italy 5427.4 2287.8 3901.1 4532.4 3485.4
France, Spain, Finland, The Neth-
erlands, Sweden, Belgium, Korea 
Rep., Germany, China, Taiwan 

France 3755.5 1822.8 2538.8 2864.9 2422.3
Belgium, Italy, Germany, Spain, 
Finland, Sweden, USA, Austria, 
The Netherlands, India, United 
Kingdom

The Neth-
erlands 2676.7 1349.9 2174.0 2560.6 2352.3

Finland, Germany, Belgium, Italy, 
France, Sweden, Taiwan, India, 
China, Korea Rep.

United 
Kingdom 1600.3 849.0 1169.8 1420.0 1325.0

Germany, Spain, Italy, Finland, 
Sweden, USA, Belgium, The Neth-
erlands, France, Austria

Table	17:	Top	Importing	Countries	in	Europe	for	the	Product	Champion	Categories,	
and	their	Major	Suppliers

Source: PCTAS, EXIM Bank Research
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Exhibit	25:	Product	Matrix	at	Disaggregate	Level	for	India’s	Exports	to	Latin	America

Note: Size of the bubble represents import demand; Colour of the bubble represents increase 
or decrease in NRCA (Red represents decrease; Green represents increase). A product 
category is a product champion only if the NRCA has remained same or increased, in the 
period under consideration. Else, it is a pseudo-product champion.
Source: PCTAS, EXIM Bank Research

4.334 Latin America

No product category witnessed 
negative AAGR for import demand in 
this region. The product categories of 
‘Tubes, Pipes and Hollow Profiles’, 
‘Primary Materials; Products in 
Granular or Powder Form’, ‘Iron and 
Non-Alloy Steel’, ‘Articles of Iron 
and Steel (Other than Tubes, Pipes 
and Hollow Profiles)’ and ‘Stainless 
Steel’ are products where India has 
competitiveness with respect to Latin 
America, and the import demand in 
the region for these products have 
witnessed strong growth. However, 

only the categories of ‘Stainless Steel’ 
and ‘Primary Materials; Products in 
Granular or Powder Form’ are true 
product champions, as rest of the 
categories have witnessed a decline 
in competitiveness during the period 
under consideration (Exhibit 25).  

India has been one of the top suppliers 
in the Latin American market, of 
Stainless Steel. All the top five 
stainless steel importing countries of 
the region- Mexico, Brazil, Argentina, 
Colombia and Chile- had India as one 
of the top ten suppliers in 2012. For 
Brazil’s import of stainless steel, India 
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Product 
Champion	
Categories

Top 
Importing	
Countries

Value	of	Imports	(US$	mn)
Major Suppliers

2008 2009 2010 2011 2012

Stainless 
Steel

Mexico 1110.0 624.0 1024.2 1157.0 1130.3

Italy, USA, South Africa, 
Japan, China, Korea Rep., 
India, Germany, Taiwan , 
Sweden

Brazil 478.3 240.2 415.5 460.3 447.1

Taiwan , India, South Africa, 
USA, Korea Rep., China, 
I ta ly,  Germany,  Spain, 
Japan

Argentina 191.3 85.8 165.3 183.6 176.1

Brazil, Taiwan , Germany, 
India, South Africa, Korea 
Rep., China, Belgium, 
Spain, USA

Colombia 114.7 61.7 88.9 136.4 117.9

Taiwan , South Africa, 
Finland, India, Brazil, 
China, USA, Germany, 
Mexico, Korea Rep.

Chile 97.0 52.2 104.2 114.3 107.9
Finland, China, Spain, USA, 
South Africa, India, Brazil, 
Sweden, Taiwan, Italy

Primary 
Materials; 
Products 
in Granular 
or Powder 
Form

Mexico 996.7 401.8 596.6 775.0 818.0

USA, Brazil, Venezuela, 
Russian Fed, China, 
Ukraine, India, United 
Kingdom, South Africa, 
Korea Rep.

Brazil 455.2 158.3 330.7 382.4 287.4

Chile, South Africa, 
Germany, China, France, 
Norway, Paraguay, 
Sweden, USA, Argentina

Peru 165.2 93.6 172.4 134.8 190.4

USA, Brazil, Trinidad & 
Tobago, Bolivia, India, 
Mexico, Chile, China, 
Russian Fed, South Africa

Argentina 333.4 94.5 204.9 175.4 172.9

Brazil, Trinidad & Tobago, 
Russian Fed, Korea Rep., 
Chile, Norway, India, 
Germany, South Africa, 
USA

Chile 107.0 33.7 53.1 77.7 86.4

Brazil, China, Mexico, India, 
South Africa, Korea Rep., 
Australia, Turkey, Argentina, 
Venezuela

Table	18:	Top	Importing	Countries	in	Latin	America	for	the	Product	Champion	
Categories,	and	their	Major	Suppliers

Source: PCTAS, EXIM Bank Research
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was the second largest import source 
after Taiwan (Table 18).

In the category of “Primary Materials; 
Products in Granular or Powder 
Form” as well, India was an important 
import source for the region. Except 
for Brazil, India was one of the top ten 
suppliers to all the five major Latin 
American markets (Table 18).

4.335 North America

As in the case of Latin America, no 
product category witnessed negative 
AAGR in import demand in North 

America during the period under 
consideration. While India’s exports 
in the product categories of ‘Tubes, 
Pipes and Hollow Profiles’, ‘Primary 
Materials; Products in Granular or 
Powder Form’, ‘Iron and Non-Alloy 
Steel’, ‘Articles of Iron and Steel 
(other than Tubes, Pipes and Hollow 
Profiles)’ and ‘Stainless Steel’ are 
competitive and the demand for 
these products in the region have 
been strong, India’s competitiveness 
in these categories with respect to 
the region have declined in the period 
under consideration (Exhibit 26).

Exhibit	26:	Product	Matrix	at	Disaggregate	Level	for	India’s	Exports	to	North	America

Note: Size of the bubble represents import demand; Colour of the bubble represents increase 
or decrease in NRCA (Red represents decrease; Green represents increase). A product 
category is a product champion only if the NRCA has remained same or increased, in the 
period under consideration. Else, it is a pseudo-product champion.
Source: PCTAS, EXIM Bank Research
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4.336 Oceania

The product categories of ‘Articles 
of Iron and Steel (other than Tubes, 
Pipes and Hollow Profiles)’, ‘Tubes, 
Pipes and Hollow Profiles’, ‘Iron 
and Non-Alloy Steel’,  and ‘Other 
Alloy Steel; Hollow Drill Bars and 
Rods, of Alloy or Non-Alloy Steel’ 
were the product champions in this 
region. India’s exports with respect 
to Oceania were also competitive in 
the categories of ‘Primary Materials; 
Products in Granular or Powder 
Form’, and ‘Stainless Steel’. However, 
the growth in import demand in these 

categories was frail during 2008-12 
(Exhibit 27).

As expected, Australia is the largest 
market in the Oceania region, 
where India can attempt to expand 
its presence. However, India was a 
major supplier to Australia only in the 
category of ‘Tubes, Pipes and Hollow 
Profiles’. In the rest three Product 
Champion categories of ‘Articles of 
Iron and Steel (Other than tubes, 
pipes and hollow profiles)’, ‘Other 
Alloy Steel; Hollow Drill Bars and 
Rods, of Alloy or Non-Alloy Steel’ and 
‘Iron and Non-Alloy Steel’, India can 
explore greater export opportunities 
in Australia (Table 19).

Exhibit	27:	Product	Matrix	at	Disaggregate	Level	for	India’s	Exports	to	Oceania

Note: Size of the bubble represents import demand; Colour of the bubble represents increase 
or decrease in NRCA (Red represents decrease; Green represents increase). A product 
category is a product champion only if the NRCA has remained same or increased, in the 
period under consideration. Else, it is a pseudo-product champion.
Source: PCTAS, EXIM Bank Research
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5. THE INDIAN STEEL INDuSTRy: 
 STRATEGIES

The steel consumption growth in 
India will be based on the trends 
in population growth, urbanization, 
mobility and energy costs, including 
fuels for the transport sector. Further, 
steel has a strong relationship with 
manufacturing, and so long as the 
country’s long term growth pattern 
is not supported by adequate local 
manufacturing base, steel demand 
growth will remain limited. 

A rapid change in the structure of 
the economy in terms of changing 
shares of different major sectors in 
the economy, viz., agriculture, industry 
and services will involve a large 
transformation of the economy and 
the structure and size of the same 
will need to be ascertained first, and 
then the economic opportunities for 
steel demand growth will have to 
be identified. It is possible that any 
economic transformation with rapid 
growth in manufacturing will trigger 
steel demand growth much more 

than estimated so far. If that does not 
happen and the economy moves along 
the current path where contribution of 
manufacturing sector has remained 
stagnant, the outlook for steel will 
remain passive. If the process of 
transformation is delayed, in the global 
context, the prospects of industrial 
development in the country will reduce 
in a relative sense. This will not only 
lead to loss of opportunities in the world 
market, but also expose the domestic 
market to stronger and wider foreign 
competition. With continuous drop 
in the share of manufacturing in the 
economy over the years, the reversal 
of the trend will be an increasingly 
stronger challenge and the resources 
required to bring in the change will also 
be significant. 

5.1  Raw Material Security

Continous supply of coking coal in 
desired quality remains a concern 
because of the depletion of reserves 
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in many mines. Further, supply 
bottlenecks in Australia are mounting 
with floods and bad weather conditions 
which make delivery difficult even at 
current levels. 

India is very dependent on imported 
coking coal. Approximately 60 – 65 
per cent of the domestic coking coal 
requirements are met through imports 
due to unavailability of appropriate 
qualities in the country. Coal reserves 
available in the country have high 
ash content and are not suitable for 
the steel industry. Planned increases 
in steel production capacity are likely 
to be through the blast furnace route, 

so the requirements for coking coal 
is expected to increase. In 2012, 
India imported around 31 million 
tonnes coking coal, and that amount 
is expected to rise above 41 million 
tonnes by 20154. High dependence 
on imports further makes the domestic 
steelmakers’ profitability dependent on 
the international coking coal prices.

Raw material security varies widely 
across the Indian steel companies and 
is probably the largest differentiator. 
As these companies look to secure their 
raw materials supplies, the capability 
to acquire, develop and operate 
overseas raw material assets has 

4 Thomson Research

Source: DGCI&S

Exhibit	28:	Coking	Coal	Import	by	India	(US$	bn)
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become a strategic imperative given 
the short term challenges in securing 
such assets in India. Even where 
the raw materials are not shipped to 
India, the overseas asset, act as a 
natural hedge. Several Indian steel 
companies have acquired iron ore and 
coking coal assets in countries such as 
Canada, Australia and South Africa. 
One leading Indian steel company 
acquired a majority stake in a new iron 
ore reserve in Canada. It had acquired 
a minority stake in an Australian miner 
which was sold last year to a leading 
global miner. Another Indian steel 
company has acquired and operates 
anthracite mines in South Africa. It has 
also acquired a significant minority 
stake in an Australian coal miner with 
exploration rights for coking coal in 
Queensland. 

5.2	 	 Trade	Agreements	 Impact	on	
the	Domestic	Steel	Market

The comprehensive economic 
partnership agreement (CEPA) with 
South Korea has resulted in increase 
in imports of iron and steel. India’s 
imports from South Korea of iron 
and steel (HS Code 72 and 73) has 
witnessed a more than 35 per cent 
increase from US$ 1.4 bn as on 
end-2009 (CEPA became effective 

January 2010) to US$ 1.9 bn in 2012. 
In terms of export value of iron & steel, 
India’s export to South Korea lags 
behind enormously when compared 
to Korea’s exports to India. During the 
same period 2009 and 2012, India’s 
exports to Korea increased from 
US$ 185.2 mn to US$ 477 mn.  At 
the same time, the recent free trade 
agreement with Japan and South Africa 
enabled imported flat steel material to 
enter the Indian market at just 3 per 
cent basic import duty compared to 
the actual 7.5 per cent duty levied 
on these products. However, Indian-
origin steel was not widely accepted in 
return by the manufacturing industries 
of these countries, as they prefer to 
source material from domestic mills 
for quality or delivery performance 
reasons. With the conclusion of the 
India-Japan FTA in 2011, India faces 
a similar threat of imports from Japan. 
It may be noted that India’s imports 
from Japan of iron and steel (HS 
Code 72 and 73) had already touched 
US$ 1.8 bn in 2012.

5.3	 	 Near-Shoring	Yield	 Greater	
Revenues	from	Exports

Given the fact that steel market across 
the globe is vulnerable to global 
economic conditions, India needs to 
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be more proactive in diversifying its 
export markets. USA and Europe, the 
traditional export markets of India, have 
been offering minimal opportunities 
for exports due to shrinking domestic 
demand. The relatively small share 
of production exported from India 
has faced competition, particularly 
from China due to low prices and 
freight advantages the latter has in 
some markets. Also, the share of 
India is very low in most of its major 
markets. 

India could adopt a similar strategy as 
Brazil, of focusing on geographically 
nearer markets where it has a freight 
advantage. At the same time, the 
country could target other important 
and growing export destinations 
for steel sheet products, including 
the Middle East and Africa, where 
i t has a freight advantage over 
China, Japan and South Korea. 
For instance, average freight from 
Mumbai to Jebel Ali port is around 
US$ 25-27/t, while shipping from 
China incurs a freight charge of 
US$ 45/t5. This will allow India to 
maintain a delivered price advantage, 
despite a reduction in FOB prices from 
China in recent years. Indian mills are 
also able to book much smaller orders 

compared to the minimum order 
booking of 15,000-20,000 tonnes 
from destinations like Japan, South 
Korea and China, which is valued by 
the customers. Furthermore, India 
enjoys freight advantage of minimum 
US$ 20/t for the East African market, 
and is already a supplier to smaller 
African countries which require 
galvanized material of below 0.3 
mm thickness. This can prove to be 
a useful niche as Chinese mills are 
more focused on achieving higher 
volumes and therefore do not offer 
material with lower thickness.

5.4	 	 Streamling	Land	Acquisition	
and	Environment	Regulations

A number of existing legal and 
statutory regulations and government 
policy guidelines are of crucial 
relevance to the steel industry. Some 
of the important ones amongst these 
include those linked to allocation of 
mining leases, environmental and 
forest clearances, quality control 
and the policy on resett lement 
and rehabilitation etc. Setting up a 
steel plant requires vast tracts of 
land. Acquiring these vast tracts 
of land for setting up mega-plants, 
particularly in a populous country like 

5CRU Research
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India, has remained a challenge for 
steelmakers. India needs to simplify 
its processes for land acquisition, 
allocation of mines, as well as granting 
environment and forest clearances 
to lend certainty to execution of 
big projects. Major Greenfield steel 
projects have witnessed a delay for 
a number of years primarily due to 
land acquisition issues. For example, 
POSCO’s proposed steel mill in 
Orissa which required around 1,600 
hectares got approved after almost 
8 years. Rules to calculate adequate 
compensation to the landowners have 
been unclear. Additionally, the number 
of approvals like environmental and 
forest clearances required from the 
authorities has made land acquisition 
and setting up projects the top issues 
in building up large new capacity. 
Simplification of the process of land 
acquisition, expediting the process of 
environmental and forest clearances 
and putting in place a mechanism 
for mining allocations, will give the 
required impetus to steel investment 
plans and lend certainty to project 
execution.

5.5  Creating	 Infrastructure	 and	
logistics	for	Steel	Industry

The steel industry is a major user of 
infrastructure resources like railways, 
roads and ports. Every 1 tonne of steel 
produced involves approximately 4 
tonnes of material movement across 
India. Growth in steel production 
will increase the burden on the 
country’s already stretched logistics 
infrastructure. To meet the needs 
of a growing steel industry, major 
improvements in various infrastructure 
facilities are required. The Indian 
railway system suffers from a lack of 
adequate haulage capacity and has 
significantly low heavy-haul freight 
compared to its global peers. For 
example, Indian Railways’ heavy-
haul freight at 5,400 tonnes is much 
lower than that of other countries 
such as China (20,000 tonnes), South 
Africa (22,000 tonnes) and Australia 
(32,000 to 37,000 tonnes)6. Indian 
Railways also suffers from inadequate 
infrastructure at various loading and 
unloading terminals. The freight car 
turn-around time is very slow by global 
standards. The effective freight rates 
continue to carry an increased burden 
of subsidy towards passenger traffic.

6 Ministry of Indian Railways



80

5.6		Limiting	Exports	of	Iron-Ore

Iron ore prices are likely to remain 
under pressure in the world market 
due to abundant supplies and reduced 
demand. The boom in the industry 
in the last decade led to massive 
investments in iron ore mining and by 
the estimates available as on date, 
over 1.5 billion tonnes of iron ore 
mining capacities are getting added 
in the coming years before 2020. The 
consequences of this development 
can be either the financial bankruptcy 
of the iron ore players, especially the 
new ones, who invested at higher 
valuation of iron ore prices, or that 
they continue to produce as per the 
market demand and continue to sell at 
marginal costs. While this is good for 
the steel makers, those in the industry 

who either have captive mines or have 
recently invested on them will see 
their economics weakening. However, 
a counter argument is that the iron 
ore resources in China, and even in 
India to an extent, may be sufficiently 
depleted by then due to high steel 
production and therefore, one would 
expect high prices of iron ore on the 
international market in the years ahead 
to continue.

The country has at present an 
estimated iron ore production capacity 
of about 300 million tonne, which 
is about three times the present 
domestic consumption of iron ore. 
The last decade has seen a rapid 
increase in production of iron ore in 
the country, primarily due to a lucrative 
export market fuelled by insatiable 

Exhibit	29:	India’s	Exports	of	Iron	Ore:	World	and	China	(US$	bn)
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demand of ever expanding Chinese 
steel industry. During 2012-13, export 
of iron ore declined, mainly due to 
restriction on exports by Karnataka 
and the fiscal measures taken by the 
Government for restricting the export 
of iron ore. In fact, as per projections, 
present known reserves may not last 
beyond the next twenty years unless 
special efforts are made to augment 
the country’s reserves. It may be noted 
here that these projections do not 
include the amount of iron ore, which 
will be exported out of the country. If 
the export of iron ore continues as per 
the present trend, the reserves of iron 
ore will be exhausted even earlier.

5.7	 	 Cost	 Reduction	 to	 Improve	
Margins

Steel companies globally have been 
operating in a challenging environment 
of rising input costs and limited pricing 
power, leading to steady erosion in 
margins. In response, steel makers 
have been integrating upstream 
facilities to secure supplies of iron 
ore and coking coal. To ensure a 
competitive advantage, steel makers 
have to concentrate on reducing costs, 
especially operating costs. The cost 
reduction would be the main aspect 
of the improvement pertaining to 
the competitiveness of the industry. 
Operating costs need to be brought 
down by adopting strict cost control 
measures and through benchmarking. 

Another major cost that needs to be 
looked into is the cost of raw material. 
The only way to reduce costs on 
these is using raw materials more 
efficiently, which can bring significant 
cost savings. 

I t  may be mentioned here that 
reducing inventory, transportation 
and processing costs, freight costs, 
etc are some of the other ways by 
which the company can increase 
revenue. For example, North India 
has not been naturally endowed with 
rich iron ore and coal deposits like 
East or South India. Poor proximity 
to ports, higher cost and shortages 
of power do not favor setting up 
primary steel manufacturing units in 
the region. Moreover, the logistics cost 
of transporting raw material from the 
eastern and southern states make it 
unviable to produce crude steel in the 
region.

5.8		Improving	Port	Facilities

As steel capacity in the country 
grows, the industry will be increasingly 
dependent on domestic ports for 
material movement. Projected traffic 
handled by major and minor ports for 
iron ore is expected to rise from 138 
million tonnes in 2011–12 to around 
245 million tonnes by 2016–17, while 
traffic for coal (coking and non-coking 
coal) is projected to increase from 
163 million tonnes in 2011–12 to 
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around 544 million tonnes in 2016–177. 
Port capacity may not increase at the 
same pace, as there have been delays 
in implementing current projects, 
further limiting the ability to propose 
new projects.

5.9		Reducing	Procedural	Delays	

The existing process of securing 
statutory clearances for commencing 
mining operation, right from the stage 
of applying for the reconnaissance 
permit to getting the mining lease, 
incorporates a series of lengthy 
procedures at both the State and 
Central level, leading to massive delays 
in commencing mining operations. The 
delays are as much as 5-7 years in 
India as against normal time of 12 
months in countries like Australia, 
Canada etc. This is reflected in the fact 
that despite 200 MOU’s being signed 
by investors with the States, not many 
major greenfield projects has come up 
in the recent past. These procedural 
delays have proved detrimental to 
the growth of the steel industry in the 
country.

5.10	Competition	from	Substitutes

Steel industry is inevitably going to face 
competition from other industries, as 
technology improves. For example, the 
steel industry will increasingly come 
under threat from substitute materials 

such as aluminium (in specific areas 
with long product life such as buildings, 
infrastructure, automobiles, etc.) 
and plastics (construction, pipes, 
consumer durables, appliances, 
etc. irrespective of product life). 
Future products are being developed 
considering the low cost alternatives 
and energy considerations. Therefore, 
steel intensity in the economy may not 
see an increase as expected. 

Indian steel companies therefore 
may need to upgrade their product 
and service offerings to target more 
sophisticated customers, such as 
auto original equipment manufacturers 
(OEM). This includes establishing 
wider conversion and coating lines 
(e .g . ,Galva lume)  and forward 
integrating into service centers to 
meet OEM demand for value-added 
products (e.g., tailored blanks, laser 
welded blanks). In addition to value-
added products, customers also are 
expecting higher service components 
like vendor-managed inventory and 
more responsive supply chains with 
lower order-to-delivery lead times. 
As these customers expect tailored 
value propositions that best suit their 
requirements, Indian steel companies 
would be forced to enhance the value-
added products in their portfolios and 
focus on delivering desired service 
levels to the end customers. For 
instance, OEMs are demanding (and 

7Report of the Working Group on Port Sector for the 12th  5-year plan, Ministry of Shipping, 
Government of India
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obtaining) delivery lead times of less 
than 30 days from new entrants.

5.11		Price	Sensitivity	and	Demand	
Volatility

Steel Industry always runs risk of 
industry cycle. Input price sensitivity 
and demand volatility are an inherent 
business risks. Companies have to 
undertake continuous development, 
training and modernization programme 
to keep its business efficient. Managing 
the increased volatility in raw materials 
prices has become a major day-to-
day challenge for steelmakers. Such 
fluctuations tend to erode the investor 
confidence in the industry’s ability to 
manage the spreads between input 
costs and output prices, which are 
essential to generate adequate returns 
over the cycle. Similarly, as regards the 
other major raw material, viz. coking 
coal, poor domestic availability, as 
well as quality problems of domestic 
coal has forced the steel industry to 
import coking coal, thereby making 
them susceptible to the vagaries of 
the fluctuating international coking 
coal prices and adversely affecting 
their competitive position. Even as the 
mining industry adds more capacity in 
the coming years, the industry structure 
and market dynamics are expected to 
remain more or less the same. In this 
context, all steel producers, even those 
with some measure of self-sufficiency, 
need to look to other mechanisms to 
manage volatility. 

5.12	 	 Encouraging	Steel	 Futures	
Market

The steel futures market is a ‘new 
reality’, which could bring stability in 
pricing, offering certain uses to steel 
producers as well as consumers. 
Futures contracts are financial risk 
management tools that enable 
companies to hedge their price risk 
exposure by agreeing to buy or sell 
a particular volume of product for 
delivery on a fixed date at a price 
agreed today. The advantages of 
having a steel futures market would be 
that it ensures price transparency and 
the transparent prices would facilitate 
external and internal negotiations with 
other market influencers such as unions 
and governments. Experience in other 
markets such as oil and aluminum 
shows that there is a high correlation 
between spot prices of different related 
products. In the case of steel products 
this could mean that a futures contract 
for one product, e.g, HR coils could be 
used as a reference quotation price for 
other products such as cold rolled coils 
or slabs with a premium or discount. 
For similar reasons, the management 
of raw materials relationships could 
also be made easier for e.g. iron ore 
contracts could be linked to the price 
for HR coils on an exchange, hence 
protecting margins.

Steel futures will also help in rendering 
decision-making process easier and 
will help producers to plan their 
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capacity in a better way, as they are 
sure of the future. Therefore, steel 
futures would be healthy for the 
industry, as it would help in potentially 
increasing the capital available and 
also reducing the cost of capital, and 
thus improving profitability. In India, two 
exchanges currently offer steel futures 
contracts - MCX (for steel ingots and 
HRC) and NCDEX (only steel ingots) 
- but trading is very limited. 

5.13	 	 Introducing	 New	 Product	
Lines

Ind ian s tee l  indust ry  need to 
concentrate more on providing new 
generation products that maybe in 
demand in future. There are thousands 
of different types of steel, designed 
to meet the specific needs of end 
users. Many of the products were 
developed in the last ten years. 
Safety requirements, cost restrictions, 
structural performance demands 
innovations in steel production. In 
addition, increasing environmental 
pressures lead to innovation in steel 
manufacturing technology, as also 
design and applications in end user 
industries. For example, advanced high-
strength steels are helping carmakers 
meet the performance demands with 
affordable solutions. With the rising 
climate change concerns, the next 
generation automobiles would include 
alternative powertrains, such as 
hybrids and fuelcells. Steel producers 

have developed UltraLight Steel 
AutoBody, which has achieved 25 
per cent reduction in vehicle mass, 
re-establishing the position of steel as 
a viable light-weight material for the 
automotive market. In such companies, 
there is a new thinking which clearly 
states that accidents are avoidable 
and ‘accident free’ steel is the practical 
goal of the future Similarly, the World 
Steel Association has initiated a new 
project called ‘Living Steel’ to stimulate 
innovation in design, supply and use 
of steel in construction. Indian steel 
producers should also concentrate on 
producing new generation products to 
be competetive globally.

5.14	 	Steel	Plants	 to	Meet	Global	
Standards

Steel is a highly capital and technology 
intensive sector. Therefore sustained 
and consistent improvements in 
parameters of technical efficiency 
has become vital, specially in areas 
where the industry is lagging behind. 
Technological developments are more 
likely to be seen in mining of both 
iron ore and coal, use of coal and 
production of iron. The steel industry 
will have to cater to the requirement of 
the technology changes in the end use 
areas. Demand for lighter and stronger 
steel will require technology change in 
steel making and rolling. Technology 
change in product areas will require 
high investment and not all the steel 
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producers will be able to respond to 
it quickly.

In India, such problems are mainly 
related to obsolescence of technology 
adopted and lack of timely moderni-
sation / renovation, quality of raw 
material and other inputs, inefficient 
shop floor practices, lack of automation 
and R&D intervention. This has 
affected various critical performance 
parameters for steel plants, including 
blast furnace productivity, coke rate, 
energy consumption and blast furnace 
slag volume. Concerted efforts with 
well thought out programme of action 
are therefore necessary to bring the 
Indian steel industry at par with their 
counterparts abroad. Table 20 briefly 
mentions about the performance of 
Indian steel plants as compared to 
global parameters.

The specific areas requiring immediate 
attention include areas of process 
improvement, automation, use of 

inferior raw material, beneficiation, 
energy conservation and use of 
waste material. While for some 
of these problems, the industry is 
in search of innovative and cost 
effective solutions, there exists proven 
technologies in certain other areas. 
These technologies/practices have 
been already operating successfully 
abroad and need to be adopted and 
assimilated by the Indian industry at 
an accelerated pace. While adoption 
of proven technologies may result in 
immediate gains, there is a need to 
encourage those technologies which 
though are not yet commercially 
proven but are consistent with the 
resource endowment of the country. 
The use of steelmaking technologies 
such as FINEX8 and ITmk39 need to 
be encouraged. This will also lead to 
an improvement in consumption of 
raw materials and energy, as well as 
compliance with environmental and 
pollution benchmarks such as carbon 
emission norms.

8FINEX is the name for an iron making technology developed by Siemens VAI and POSCO. 
Molten iron is produced directly using iron ore fines and non-coking coal rather than 
traditional blast furnace methods through sintering and reduction with coke. Elimination 
of preliminary processing is claimed to make the plant for FINEX less expensive to build 
than a blast furnace facility of the same scale, additionally a 10-15% reduction in production 
costs is expected/claimed through cheaper raw materials, reduction of facility cost, pollutant 
exhaustion, maintenance staff and production time. The process is claimed to produce less 
pollutants such as sulphur-di-oxides, nitrogen-di-oxides, and carbon dioxide than traditional 
methods.
9Development of direct iron reduction process based on coal, called ITmk3 (Iron-Making 
Technology Mark “3”), has been started by Japanese company Kobe Steel, Ltd in 1996. 
The objective was to create a modern technology to produce high quality products for 
metallurgical industry with successive significant reduction in production costs and lower 
environmental hazard.  It is a simple process with a single-step furnace operation. It uses 
rotary hearth furnace (RHF) to transform iron fines and pulverized coal into iron nuggets. 
Reduction, melting and slag separation completes within ten minutes.



86

5.15  Recycled Steel

In the United States, steel is the most 
widely recycled material because 
it is economically advantageous to 
do so. It is cheaper to recycle steel 
than to mine ore and manipulate it 
through the production process to 
form steel. Steel does not lose any 
of its inherent physical properties 
during the recycling process, and 
has drastically reduced energy and 
material requirements compared with 
the refinement from iron ore. The Steel 

Recycling Institute (SRI), a unit of the 
American Iron and Steel Institute, is 
an industry association that promotes 
and sustains the recyling of all steel 
products. The North American steel 
industry annually recycles millions of 
tons of steel scrap from recycled cans, 
automoblies, appliances, construction 
and other steel products. This scrap 
is remelted to produce new steel. 
India should also adopt techniques of 
recycling steel, in order to reduce cost 
of production and wastage.

Item Unit Unit Global
Benchmark

Indian
Steel	Plant

Blast Furnace 
Productivity (t/day/m3)

Tonnes of hot metal 
produced per day, per 
cubic meter of blast 
furnace volume.

2.5-3.5 1.5-2.5/2.8

Coke rate (kg/t-HM)
Kilograms consumed 
per tonne of hot metal 
produced

350-400 500-600

Pulverized Coal 
Injection (kg/t-HM)

Kilograms consumed 
per tonne of hot metal 
produced

150-250 50-100

Blast Furnace Slag 
Rate (kg/t-HM

Kilograms consumed 
per tonne of hot metal 
produced

200-300 300-400

Energy Consumption (Gcal/TCS Giga calorie per tonne of 
crude steel produced 4.4-5.5 6-6.5

Steel making slag 
rate (kg/TCS) SMS slag consumed per 

tonne of crude steel < 100 180-200

CO2 emission (t/TCS) tonnes of CO2 emitted per 
tonne of crude steel 1.7-1.9 2.8-3.0

Table	20:	Performance	of	Indian	Steel	Plants	as	compared	to	Global	Parameters

Source: IISA as quoted in report of the Working Group on Steel Industry for the 12th FYP
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5.16  Steel-Servicing	Centres

Most of the steel plants have the 
capability to produce in small tonnages 
in varied sizes, but usually production 
is done in large lots in order to minimize 
cost by taking advantage of economies 
of scale. Steel service centres can 
act as a savior here for those end 
users who want to reduce their own 
financial investments by getting the 
material they want without spending 
on equipment and machinery. Steel 
service centres are processing and 
distributing intermediaries who act as 
a bridge to meet the gap between steel 
makers and customers by processing 
steel into small sizes as generally 
required by the small or medium 
customers. Steel service centers 
specialize in the processing of steel 
for the purpose of fabricating, plating, 
or molding much needed parts such 
as steel bars, balls, tubing, gates, 
walkways, beams, coils, sheets, 
and strips. In essence, steel service 
centers manipulate and treat steel to 
create items useful by almost every 
industry by providing specialized 
finishing and processing services. 
Hence, the setting up of such service 
centres should be encouraged for 
better customer satisfaction and 
increased production.

5.17		Branding

Branding has gained prominence 
in India over the last few years, and 

the promise of better brand and 
possibility of companies leveraging 
this to ensure higher brand loyalty 
amongst its customers, has led to a 
number of steel manufacturers taking 
tentative steps towards establishing 
their own labels. Brands give an 
otherwise indistinguishable product a 
new identity and they serve as a mark, 
an assurance of quality and allow 
the company concerned to charge 
a premium for the products after 
consumer acceptance. Some of the 
prominent steel brands in the market 
are Tata Tiscon, Tata Shaktee GC 
Sheet; SAIL’s Salem Stainless, SAIL 
Jyoti, SAIL TMT; and Essar’s 24-Carat 
Steel.  The incidence of branding has 
been limited to few of the top integrated 
players. Indian companies should be 
encouraged to brand their products for 
better prospects in the future.

5.18	 	 Human	Resource	Develop-
ment

In order to make the plans of raising 
production, master sophisticated 
technology and for achieving market 
leadership, it is necessary to have 
adequate human resources with 
superiority in skills, knowledge and 
resources. It is competent manpower 
that would ul t imately give the 
industry the competitive edge. This 
competence defined in terms of ability 
to achieve predetermined goals must 
be supplemented with a conducive 
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environment for work, systems that 
enable employees to perform better 
and processes that help them to 
ensure maximum productivity at work 
place.

5.19		Establishing	a	Steel	Research	
Institute

While Government owned steel 
behemoths like SAIL have their own 
state of art infrastructure dedicated to 
R&D in steel, (for example, Research 
and Development Centre for Iron 
& Steel (RDCIS) based in Ranchi), 
a national level institute catering 
to R & D in Steel seems lacking. 
Government of India has recently 
announced the Steel Research & 
Technology Mission of India (SRTMI) 
under ‘Make in India, Made in India’ 
initiative. Under this initiative, it is 
suggested that a country level national 
institute be established to promote 
collaborative research programmes 
in steel sector.  Investment on 
R & D in the steel sector must increase 
from present level of 0.2-0.3 % of 
turnover to international benchmark 
of 1-2 % of turnover by the leading 
companies. The institute could carry 
out R&D in priority areas of national 
importance covering best usage of 
available raw materials and conserva-
tion of natural resources, optimum 
energy conservation and minimum 
emissions leading to innovations, 
and in-house development of design, 

engineering and manufacturing 
f a c i l i t i e s  o f  k e y  s t e e l  p l a n t 
equipment. 

5.20	Diversification	of	Exports	in	the	
Product	Champion	Categories

In order to maintain the momentum in 
exports in the years to come, Indian 
exporters need to follow a more 
pronounced market oriented strategy. 
This includes identifying potential 
markets for the steel produced in our 
country. Given the variety of steel 
products both in terms quality and its 
end usage, it becomes important for 
the steel producers in the country to 
identify the target markets across the 
world so as to maximize their returns 
from their exports.

India needs to further consolidate its 
share in the major import markets, 
where India already has export 
competitiveness. Based on the analysis 
conducted in the current study, the 
identified products and markets are 
‘Stainless Steel’ in Africa and Europe; 
‘Stainless Steel’ and ‘Primary Materials; 
Products in Granular or Powder Form’ 
in Latin America; and ‘Articles of Iron 
and Steel (other than Tubes, Pipes and 
Hollow Profiles)’, ‘Tubes, Pipes and 
Hollow Profiles’, ‘Iron and Non-Alloy 
Steel’, and ‘Other Alloy Steel; Hollow 
Drill Bars and Rods, of Alloy or Non-
Alloy Steel’ in Oceania.
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OuTLOOK

Given the overall scenario presented in 
terms of steel demand growth prospects, 
raw materials availability and the 
policy concerns therein, infrastructure 
shortages and the required actions, 
manpower development needs, and 
industry actions needed in respect of 
technology induction and enhancement 
of overall productivity and efficiency, 
the government actions and policies 
will have to strategized appropriately 
so that the development of the industry 
takes a smooth course. 

Infrastructure, automobiles and 
consumer durables are the main 
drivers for growth of steel industry. 
While near-term demand is expected 
to remain muted, long-term prospects 
are forecast to be steady. The domestic 
steel demand is expected to pick up 
gradually with an expected pickup in 
demand in key end-user sectors such 
as construction, infrastructure and 
automobiles. The profitability of the 
Indian steel industry is likely to come 
under pressure due to deterioration in 
the demand-supply equation on the 
back of macroeconomic challenges 
being faced by the country. The issues 
confronting the industry needs to be 
addressed in areas of non-availability 
of raw materials, high price volatility, 
growing raw materials prices, cheap 
imports, environmental issues and lack 
of demand.

Taking an optimistic yet reasonable 
view of the growth of the economy, 
the steel demand in the country can 
be expected to grow sufficiently to 
support the production of 300 million 
tonnes of crude steel by around 
2030-2033. If the production capacity 
is built earlier, the industry will then 
have to depend on the world market 
which will remain challenging if the 
competitive strength of the industry is 
not enhanced remarkably and to its full 
potential. To maintain production at 300 
million tonnes plus levels will require 
extensive efforts in the areas of mining 
of iron ore, coal, manganese ores, etc. 
to boost their production and ensure 
that the steel industry finds these raw 
materials at competitive prices. It is 
fairly easily understandable that raw 
materials remain the basic advantage 
for the Indian steel industry and in 
the absence of their easy and low 
cost availability, the steel producers 
will face high costs of production and 
remain globally uncompetitive. 

With the natural advantages taken 
away, and given the fact that with 
increased globalization and lowered 
trade barriers, the steel industry faces 
strong competition from imports, the 
domestic market will no longer remain 
a comfortable place for the domestic 
industry. Similarly, there is a need to 
develop infrastructure to support steel 
industry’s growth especially in the 
areas where steel plants are likely to 
be located. 
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Source : JPC

year Apparent	Consumption	(+/-	variation)

1991-1992 14.83

1992-1993 15.81 (6.6%)

1993-1994 16.11 (2.0 %)

1994-1995 19.55 (21.3 %)

1995-1996 22.37 (14.4 %)

1996-1997 23.29 (4.1%)

1997-1998 23.80 (2.2%)

1998-1999 24.71 (3.8%)

1999-2000 26.34 (6.6%)

2000-2001 27.64 (4.9%)

2001-2002 28.52 (3.2%)

2002-2003 30.67 (7.6%)

2003-2004 33.11 (8%)

2004-2005 3637 (9.8%)

2005-2006 41.43 (13.9%)

2006-2007 46.78 (12.9%)

2007-2008 52.12 (11.4%)

2008-2009 52.35 (0.4%)

2009-2010 59.33 (13.3%)

2010-2011 66.42 (11.9%)

2011-2012 71.021 (6.92%)

2012-2013 73.482 (3.5%)

2013-2014 73.895 (0.6%)

ANNEXuRE 1: APPARENT CONSuMPTION 
OF	FINISHED	STEEL	(MILLION	TONNES)
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