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1* Introduction
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C em ent is one o f the key essential m aterials in the construction industry . It is classified into 
various categories based on its com position and specific end uses. Cem ent is classified as 
either Portland , b lended , or specialty cem ent. Portland cem ents are m ostly used around  the 
w o rld 11'. These have various types used in different conditions like u n d e rw a te r or open air. 
Key constituents used to m anufactu re  cem ent include lim estone, shells, and chalk or m arl 
com bined w ith shale, clay, slate, blast furnace slag, silica sand, and iron ore. To m anufacture 
cem ent, L im estone, sand, and o ther additives are com bined in ro ta ting  kilns at tem pera tu res 
o f  up to 1450°C. This process yields a g ranu lar in term ediate know n as clinker, w hich is then 
g round  in mills to p roduce cem ent pow der. The final cem ent m ix w ill include around 5% 
gypsum  and m ay also include o ther non-clinker m ineral by-products like lim estone, slag, 
and ash from coal-fired pow er p lan ts®

The cem ent m anufactu ring  process is com plex and energy inpu t is required at every stage, 
and various processes involved lead to em issions o f  C 0 2 and o ther greenhouse gases. 
C em ent accounts for 83% o f  to tal energy  use in the production  o f  non-m etallic  m inerals and 
94% o f  C 0 2 em issions. Energy represents 20% to 40% o f the to ta l cost o f cem ent p roduction . 
The p roduction  o f cem ent clinker from lim estone and chalk by heating lim estone to 
tem pera tu res above 950°C is the m ain energy consum ing process. Portland cem ent contains 
95% cem ent c lin k er'3’. Large am ounts o f electricity are used in crushing the raw  m aterials 
and finished cem ent

2. Global Cement Production
According to a report by CII (C onfederation o f Indian Industries) C em ent is p roduced  in 
m ore than  150 countries across the g l o b e ) D u r i n g  2016, the global production  capacity o f 
cem ent stood at 4200 m illion tonnes. The to tal w orld p roduction  o f  cem ent is expected to be 
around  4.4 billion m etric tons in 2020<5>. In 2010 cem ent p roduction  w as reported  by 3310 
m illion tonnes. There is a slight decreased in w ord cem ent p roduction  in 2015 as C hina's 
significant decline in cem ent p roduction . Cem ent p roduction  has show ed a good increase 
again in year 2016. From year 2010 to 2016 cem ent p roduction  has increased around 890 
m illion tonnes and fu rther expected to grow  in 2017.

There are m any reasons for th is excepted increase in com ing years in cem ent p roduction . 
A m ong them  one is econom ic grow th  in developing countries. W ith the developm ent o fth e  
econom y o f a particu lar country , cities become m ore flourishing than  neighbouring  rural 
areas, w hich led to inw ard  m igration  and u rban iza tion571. This inexorably leads to increased 
dem and for bu ild ing  m aterials, including cem ent. Though m any o f th e  largest and fastest- 
grow ing  cem ent industries are now  in the developing w orld , still for m any developing 
countries, self-reliance in cem ent p roduction  is a m ajor industria l target as it reduces the 
dependence on im ports and reduces the cost o f  construction. It also enables fu rther 
developm ent o f th e  econom y th rough  im proved infrastructure. In the case o f  some countries 
it is even possible to show strong positive correlation betw een GDP and cem ent 
consum ption over time.
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As per one o f  the UN 2014 report, m ajority o f  the 2.5 billion new  urban  inhabitan ts projected 
to be in Africa and A sia in the period to 2050. Due to w hich countries in these continents, 
their regulations, and popu lations w ill m ost strongly influence fu ture  cem ent dem and , the 
efficiency o f th e  production  process, and availability o f  raw m aterial as also the types o f 
fuels used . This clearly concludes that the global cem ent p roduction  will continue to rise in 
the com ing y e a rs (6’
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Figure 1 W orld Cem ent Production from 2010-2016.
Source: statista(§2016

2.1 Top Global Cement Producing Countries

O ver h a lf  o f th e  w o rld 's  cem ent is curren tly  p roduced  by C hina w hich accounts for 
approxim ately  2483.1 m illion tones and India a d istan t second w ith total p roduction  o f 
283.50 m illion tonnes followed by the US. The production  o f cem ent is h ighly uneven  and 
top ten countries together account for close to 70% o f  to tal cem ent consum ption .

Source: IBEF 2017
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3. Global Cement Consumption
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A ccording to a new report by Expert M arket Research, the global cem ent m arket reached a 
consum ption  value o f  4.8 billion tons in 2016 and is fu rther expected to reach nearly  6 billion 
tons by 2022. W orld cem ent consum ption  w as m ain tained  a constant grow th  du ring  2013­
2015, w hich w as less robust pace than  previously  expected .

In 2012, w orld  cem ent consum ption grew  an estim ated 4.3% from 3.75 billion m etric tons in 
2011 to 3.59 billion m etric tons. G row th w as achieved by dem and  am ong developing and 
transitional econom ies in Asia. These gains w ere partially  offset by m oderate  declines in 
consum ption am ong developed econom ies such as C hina w hich accounts for m ore than  59% 
o f  w orld  consum ption . India accounts ano ther 7% o f  w orld  cem ent consum ption .
C om bined, these m arkets dom inate  w orld  cem ent consum ption  trends. Despite the global 
econom ic slow dow n, relatively strong, even if  decelerating, grow th in India and China is 
expected to account for m ore than  tw o  th ird s  o f w orld cem ent consum ption (20)

Sprouting urbanization  in these tw o countries is a vital factor in de term ining  cem ent 
consum ption as it led to a steady increase in residential and com m ercial build ing 
construction activities. C hina and India, despite being the largest global p roducers o f  cem ent 
did not export m uch o f  their p roduction  as it w as dom estically  consum ed.

World consumption (Million tonne)
t w o --------------- 4433{e)-4033.533

2010 2011 2012 2013
Consumption (mt)

2014 2015

Figure 3 W orld Cem ent C onsum ption from 2010-2015
(21 (22) Source: Source: The Global Cement Report from CemNet.com ~ ) and Expert Market Research. '

3.1 Top Global Cement Consuming Countries

In 2015, C hina is the w o rld 's  largest cem ent consum er w ith  2511 m illion tonnes cem ent 
consum ption , followed by Ind ia  (288 m illion tonnes). O ther m ajor cem ent consum ing 
countries are Brazil, Russia and Spain as show n in Figure 4.
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Top cement consumers in FY16*
{Million tonnes)

2511

288
93 78 73 11

China India USA Brazil Russia Spain

Figure 4 Top cem ent consum ers in FY16

Source: International Cement Review and IBEF 2017 
Note: FY16*-As on August 2015

A ccording to CW Research's Global Cem ent Volum es Forecast Report, global cem ent 
volum e grow th  is expected to slow dow n follow ing C hina's significant decline, bringing 
dow n the average grow th rate over the period 2015-2020 to 0.7%. The Chinese dom estic 
m arket rem ains u n d e r p ressure, as export prices are unab le  to com pete w ith M editerranean 
p roducers on a long-term  basis. N earby  Russia w ill have low er volum es as the econom ic 
ou tp u t declines, w hile the Indian m arket is boosted by strong investm ent in constructions 
sector. D uring 2015-2020, the m ain drivers o f th e  cem ent industry  w ill be Asia excluding 
China w ith an expected 5.0% increase, w hilst Africa together w ith Central and Eastern 
Europe are expected to grow  by 4.0%(23’

4* Top Cement Exporting Countries
In the year 2016, global sales from cem ent exports by country  am ounted  to US$9.1 billion . 
C em ent w hich is an essential construction m aterial is sold in the form o f  grey or w hite  
p o w d er or "clinker'’ lum ps and m odules fused together w ith  lim estone and alum ino- 
silicates like clay.

A m ong various categories o f  Cem ents, Portland cem ent accounted for 69.4% o f  exported 
global cem ent supplies. The reason behind this is th a t Portland is the cem ent type used for 
m aking concrete, m ortar, stucco and grout. O ther cem ent types such as cem ent clinkers 
represented  24% w hile m iscellaneous hydrau lic  cem ents and a lum inous cem ents came in at 
4.3% and 2.3% respectively.

O verall, the values o f  cem ent exports w ere dow n by an average -20.2% for all exporting 
countries since 2012 w hen cem ent shipm ents w ere valued  at $11.4 billion. Year over year, 
exported cem ent sales retreated by -12.6% from 2015 to 2016

A m ong continents, Asian countries accounted for the h ighest dollar value w orth  o f  cem ent 
exports du ring  2016 w ith  sh ipm ents am ounting  to $4.4 billion or 48.1% o f  global cem ent 
exports. In second place w ere E uropean exporters at 34% w hile 7.5% o f  w orldw ide  cem ent 
sh ipm ents originated from N orth  A m erica

African exporters supplied  6.9% o f  total exports w ith  2.2% o f  in ternational cem ent sales 
orig inating from Latin A m erica (excluding M exico) and Caribbean n a tio n s1141
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Cement Exports by Country

Below are the 15 countries th a t exported the h ighest dollar value w orth  o f cem ent during  
2016:

Table 1 Cem ent Export by Top fifteen countries in 2016

Countries Value in L'SS % of Total Cement 
exports

1 China US$692.4 7.6%
2 Thailand $612.2 million 6.8%
3 United Arab $544.4 million 6%
4 Turkey $494.8 million 5.5%
5 Germany $486.3 million 5.4%
6 Spain $477.3 5.3%
7 Vietnam $403 million 4.4%
8 Japan $391.3 million 4.3%
9 Canada $368.7 million 4.1%
1 India $267 million 2.9%
1 Greece $248.6 million 2.7%
1 Senegal $209 million 2.3%
1 United States $205.9 million 2.3%
1 Pakistan $185.6 million 2%
1 South Korea $162.9 million 1.8%

Source: http:/ / www.worldstopexports.com/ top-cement-exporting-countries/

The listed 15 countries shipped alm ost tw o-th irds (63.4%) o f global exports in 2016 (by 
value).

A m ong the above countries, the fastest-grow ing cem ent exporters since 2012 w ere: Ind ia  (up 
61.5%), U nited A rab Em irates (up 53.3%), C anada (up 23.5%) and Greece (up 13%).

Those countries tha t posted  declines in their exported sales w ere led by: Pakistan (dow n - 
67.4%), South Korea (dow n -54%), Turkey (down -37.8%), V ietnam  (dow n -27%) and 
G erm any (dow n -24.5% ).m

5* Factor influencing growth of the Global 
Cement Sector
The global cem ent in d u stry  faces a num ber of challenges such as:

Economic grozuth -  Segm ents o f  grow th  in the econom y o f  any country  are definitely  linked to 
cem ent com pany grow th. Further grow th  in Gross D om estic Product (GDP) per capita, a 
m easu rem en t o f  the average national standard  o f  living is alw ays a contributing factor to 
cem ent dem and . Increased industrialization caused by econom ic developm ent has a 
tendency  to drive parallel increases in cem ent consum ption.

http://www.worldstopexports.com/
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Cost structure and competitiveness -  There isn 't m uch th a t cem ent com panies can do regard ing  
cost structure  because the m argins are less to begin w ith . Cost advan tages are usually  due to 
com panies having access to a cheaper pow er source, a quality  lim estone reserve, or being 
close to b igger m arkets.

Legal, regulatory, and environmental scenario -  The cem ent industry  is affected by regulatory  
norm s. This is happen ing  p rom inen t in developed countries w here environm ental issues are 
m ore stringent. This adds to the com panies ' costs.

Technological advancement -  A dvancem ent in cem ent m anufactu ring  technologies also benefit 
cem ent industry  in m any w ays. A d isrup tive  innovation can give the m odern izing  com pany 
an advantage. For exam ple, w hen com panies m oved from the w et m anufactu ring  process to 
the dry  m anufactu ring  process, there w as not only reduction  in energy and C 0 2  bu t a cost 
savings o f  5%—10% o fth e  overall cost structure

Geographic advantages -  Cem ent industry  are capital-intensive and it needs to secure valuable 
deposits over the long te rm . Close geographical links betw een cem ent p roduction  and 
m ining sites is also extrem ely im portan t to reduce the cost and transporta tion  tim e for 
carrying the raw m aterial. N ot only tha t short routes for supp ly  o f  raw  m aterials take 
burden  o ff o f  traffic volum es and reduce transport-re la ted  em ission o f  po llu tan ts.

Raw material: P rocurem ent o f n a tu ra l raw m aterials w ill continue to form the basis for 
cem ent m anufacture  in fu ture. Use o f  alternative raw  m aterials can be fu rther increased to a 
certain m agnitude . Flow ever, po ten tia l for substitu tion  has a lready  been largely exhausted 
and very  m uch depends on the availability o f  industria l by -p roducts  such as fly ash and the 
high quality  requirem ents placed on cem ent in the fu ture  (251.

6. Indian Cement Market
India is the second biggest p roducer as well as consum er o f  cem ent in the w orld  and the 
to tal cem ent p roduction  in the country  stood 283.50 m illion tonnes in 2016(fig 2) D om estic 
cem ent consum ption  grew  15.7 per cent CAGR d uring  FY11-17 beating the cem ent 
p roduction  in India, says a recent note by IBEF. Further cem ent the cem ent industry  is 
expected to grow  at 6-7% in the curren t 2017-2018 fiscal year, w hich runs from 1 A pril 2017 
to 31 M arch 2018.

India is p roducing  different varieties o f cem ent like O rdinary  Portland Cem ent (OPC), 
Portland Pozzolana Cem ent (PPC), Portland Blast Furnace Slag Cem ent (PBFS), Oil W ell 
Cem ent, W hite Cem ent etc. These varieties o f  cem ent are produced  as per the BIS (Bureau o f 
India S tandard) specifications and its quality  is com parable w ith the best in the w o r ld .

India has a lot o f po ten tia l for developm ent in the infrastructu re  and construction sector and 
the cem ent sector is expected to largely benefit from it. Some o f th e  recent m ajor governm ent 
initiatives such as developm ent o f  100 and m ore sm art cities are expected to p rovide a m ajor 
boost to the sector. F urther as India 's  p e r capita consum ption  o f  cem ent (190 kg as o f  March 
2015) is m uch lesser than  the developed & o ther developing econom ies; there is a significant 
business oppo rtun ity  to cater to the unm et & rising dem and . In o rder to m eet the grow ing 
dem and , cem ent com panies are expected to pent up production  by around  56 MT in the next 
3 years, till 2019.It is also expected th a t by 2025, cem ent p roduction  w ill reach to 550 m illion
tonnes to m eet the grow ing dom estic and export dem and  to o ther c o u n tr ie s .(14)
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India's cem ent industry  is a vital p a rt o f  its econom y, prov id ing  em ploym ent to m ore than  a 
m illion people, d irectly  or indirectly. The price and d istribu tion  control o f  cem ent w as 
rem oved in 1989 and the cem ent industry  w as de-licensed in 1991 u n d er the Industria l 
(D evelopm ent & Regulation) Act, 1951. Since then the Cem ent Industry  has progressed  well 
both in capacity/ p roduction  and as w ell as in process technology.

Expecting such developm ents in the country  and aided by suitable governm ent foreign 
policies, several foreign p layers such as Lafarge-H olcim , H eidelbergC em ent, and Vicat have 
invested in the country  in the recent past. A vailability o f  raw m ateria l such s lim estone and 
coal is also one o f  the significant factor w hich aids the grow th  o f th is sector.

The Indian cem ent industry  is also globally com petitive w ith low est energy consum ption 
and C 0 2 em issions. A part from fulfilling dom estic  cem ent requ irem ents, the industry  also 
exports cem ent and clinker to around  30 countries across the globe.

6.1 Cement plants in India
There are around  146 function registered cem ent com panies in India and out o f  w hich 109 
com panies, m ain p roduct is either cem ent or cem ent clinker. O f the total capacity, 98 per 
cent lies w ith the private sector and the rest w ith  public  sector, w ith the top 20 com panies 
accounting for around  70 pe r cent o f the to ta l production  (CMIE)

As o f  2016, India has 209 large cem ent p lan ts across states which together account for 97 per 
cent o f the to tal installed capacity, w hile 365 sm all p lan ts account for the rest as show n in 
table 2. O f these to ta l 209 large cem ent p lan ts in India, 77 are located in the states o f  A ndhra  
Pradesh , Rajasthan and Tam il N adu . A n d h ra  Pradesh is the leading state w ith  40 large 
cem ent p lan ts, followed by Tam il N adu  and Rajasthan having 21 and 21 p lan ts, respectively 
M ajor cem ent clusters include - Satna (M adhya P radesh), G ulbarga (K arnataka), 
Y erranguntla  (A ndhra P radesh), N algonda  (A ndhra P radesh) and C handoria (Rajasthan). 
Geographical distribution of cement plants in India with installed capacity is also presented in 
Figure 5 where south is the key m arket for cement industry with total installed capacity of 132.7 
m tpa followed by north with total installed capacity 85.6  m tp a 13'

Table 2 Cem ent p lan ts in India_________________________________

Cem ent Industry 2016

Large Cement Plants Mini and White Cement Plants

Cement Plants: 209 

Installed capacity: 378.3 mtpa 

Cement production: 246.34mt*

Cement Plants: 365 

Installed capacity: 11.7 mtpa 

Cement production: 33.66mt

Source: IBEF, 2017
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South

Installed capacity (FY15E) Key markets

132.7 mtpa

North
i-——- ...- l = = »>

85.6 mtpa

East

West

49.4 mtpa

57.6 mtpa

Central 52.8 mtpa
f -------------------------------\

Uttar Pradesh, Madhya Pradesh

f  \  
West Bengal, Chhattisgarh,

Orissa and Jharkhand

V-------------------------------------------------

Tamil Nadu, Andhra Pradesh 
and Karnataka

West Bengal, Chhattisgarh, 

Orissa and Jharkhand

Rajasthan, Punjab, Haryana and 
the NCR

v------------------------------ /

Figure 5 G eographical d istribu tion  o f  cem ent p lan ts in Ind ia  w ith  installed capacity  
Source: IBEF,2017
Notes: mtpa -  Million Tonnes Per Annum, ^Estim ates

6.2 Production
C em ent p roduction  in India has increased at a CAGR o f  6.44 per cent to 282.79 m illion 
tonnes over FY07-16 w hile in FY07-FY15 it w as increased at a CAGR o f  6.7 per cent to 270.32 
m illion tonnes w hich show s a slight decrease as com pared to 2015. Further as per the 12th 
Five Year Plan, cem ent p roduction  is expected to reach 407 m illion tonnes by year 2017.
In the past five years, the cem ent p roduction  in India grew  from  207 m illion m etric  tons in 
2010 up to 282.8 m illion in 2016, m aking it the second largest cem ent p roducer globally.
W ith construction expenditu res o f  around 427 billion U.S. dollars, Ind ia is fourth  largest 
construction m arket w o r ld w id e /15’

A vailability  o f fly-ash from therm al pow er p lan ts and use o f advance technology has 
increased p roduction  o fb len d ed  cem ent. The env ironm ent-friend ly  blended cem ent is m ore 
cost-efficient to p roduce , as it requires lesser inpu t o f  clinker and energy.
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Production of cement (million tonnes)

Figure 6 Production o f  cem ent
Source : Department of Industrial Policy & Promotion, Office of the Economic Advisor, TechSci Research 
Notes: E -E stim ated

6.3 Domestic cement consumption
The country 's  per capita consum ption  is around 190 kg as o f  2015 as com pared to th e  w orld  
average o f  over 350 kg per capita, w hich show s great potential for grow th  in Indian cem ent 
industry . Further dom estic cem ent consum ption  has reached 324 m illion tonnes in 2015 from 
165.63 m illion tonnes in 2011. The consum ption is fu rther expected to increase at a C A G R of 
15.7 pe r cent du ring  FY11-17 and reach 398 m illion tonnes as show n in Figure 7 U5’

W ith the situation com ing back to norm al after dem onetisation , construction activities w ere 
seen to be picking up in January 2017. On the back o f  th is, dem and for cem ent is expected to 
see g rad u a l im provem ent in the com ing m onths.

The below statistic d isplays India 's cem ent consum ption from 2011 th rough  2015 w ith  
estim ates for 2016 and 2017

Domestic cement consumption
(million tonnes)

Figure 7 D om estic cem ent consum ption  from 2011-2015. 
Source : IBEF2017 Notes: E -E stim ated
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6.4 Cement capacity utilisation and Demand
Despite lim ited capacity add ition , capacity u tilization o f  cem ent industry  is likely to rem ain 
stagnant in fiscal year 2017 as dem and grow th  is expected to be w eak, rating agency ICRA 
said in a report. In the first seven m onths o f FY17, dem and  grow th  in the cem ent sector w as 
a lready  m odest at 4.8% and after the note ban (D em onetisation in N ovem ber 2017), is likely 
to be affected negatively  by d isrup tion  to the real estate sector.

The cem ent sector is one o f  the w orst h it by dem onetisation ; volum es have been h u rt 
severely and a pick-up in consum ption  m ay not happen  anytim e soon. H ence, the outlook 
for the second h a lf  o f  FY17 is unlikely to be as bright as anticipated  earlier by m any  analysts
(1 5 ). '  '  ‘  ‘

C em ent capacity  u tilisa tion  rate is expected to  touch a ro u n d  67 per cent in  FY16 from  77 per 
cent in FY11.

2011 2012 2013 2014 2015 2016

Capacity I Production Utilisation rate [%)

Figure 8 India cem ent capacity utilisation and dem and 
Source: IBEF2017 '
Notes: E-Estimate, CAGR -  Compound Annual Growth rate

6.5 Strong Demand Drivers/consumption centre
The housing sector is the biggest dem and  driver o f  cem ent, accounting for about 67 per cent 
o f  the to ta l consum ption in India. The o ther m ajor consum ers o f  cem ent include 
infrastructu re  at 13 pe r cent, com m ercial construction at 11 per cent and industria l 
construction at nine p e r cen t . 1

H ousing Sector growth

The H ousing  segm ent accounts for a m ajor portion o f  the to tal dom estic dem and for cem ent 
in India* Real estate m arket is expected to grow  at a CAGR o f  11.6 p e r cent over 2011-20, 
w ith the m arket expected to reach USD 180 billion by 2020* G row ing urban ization , an 
increasing num ber o f  househo lds and h igher em ploym ent are prim arily  driv ing the dem and 
for housing , accounting for 67 per cent o f th e  to ta l consum ption . Further Initiatives by the 
governm ent are expected to p rov ide  force to construction activity in ru ra l and semi urban  
areas th rough  large infrastructure  and housing  developm ent projects respectively .114’

-  10  -
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Infrastructure and Com m ercial real estate sector growth

The governm ent is strongly  focused on in frastructu re  developm ent to  boost econom ic 
grow th  and is a im ing  for 100 an d  m ore  sm art cities • It p lans to  increase investm ent in 
in frastructu re  to  USD1 trillion  in  the 12th Five Year Plan (2012-17), com pared w ith  USD514 
billion u n d er the 11th Five Year P lan (2007-12). • In frastructu re  projects such  as D edicated  
F reight C orridors as w ell as n ew  and u p g rad e d  a irports and  po rts are expected  to  fu rther 
d rive  construction  activity, the  governm ent aim s to increase the  ability of the railw ays & the 
services for h an d lin g  & storage to ease the transporta tion  of cem ent & cut of tran spo rta tion  
costs.

To m eet the rise in  dem and , cem ent com panies are expected  to  add  56 m illion tonnes (MT) 
capacity  over the next th ree years. The cem ent capacity  in  Ind ia  m ay  reg ister a g row th  of 
e ight per cent by  next year en d  to  395 MT from  the curren t level of 366 MT. It m ay  increase 
fu rther to  421 MT by  the end  of 2017 ,(l4'

Figure 9 India cem ent capacity utilisation and dem and 
Source :IBEF2017 ' '

6.6 Key Facto re for Cement Industry Growth
In the U nion Budget for 2017-18 the G overnm ent proposed  to  assign  in frastructu re  sta tus to 
affordable housing  projects an d  facilitate h igher investm ents an d  better credit facilities. It 
a im ed to  p rov ide  housing  for all by  FY 2022 w hich  w ill lift the  cem ent dem and . As it w ill 
facilitate the construction  activities and  cem ent d em and  w ill increase w h ich  is a very  
positive factor of cem ent in d u stry  grow th  in  near future.

N early  38 per cent an d  23 per cent h ikes in  the  allocation of funds tow ards the  ru ra l low -cost 
h o u sin g  u n d e r the P radhan  M antri A w aas Yojana- G ram in  Scheme w ill d rive a 2 per cent 
the  increase in  the cem ent dem an d  in  FY 17.

G ood an d  Service Taxes (GST) w ill increase the g row th  of the cem ent in d u stry  in  India. 
P resently  the tax rates are be tw een  27% an d  32%, b u t after the enactm ent of GST law  taxes 
w ill come d ow n  to 18-20%. GST will help  the cem ent in d u stry  in  reduc ing  its logistics costs
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The spend ing  of the M inistry  of Road T ransport and  H ighw ays (Rs 290 billion and  Rs 649 
billion respecti vely) w ill increase the cem ent dem and  in the next fiscal.

6.7 Cementing a Mega Merger and Top Cement Players
Few com panies are dom inating  the Ind ian  cem ent in d u stry  like U ltratech, A m bua, ACC etc. 
Top com panies like A m buja Cem ents_and ACC are in  process of assessing a m erger 
be tw een  them , w hich  could see the Franco-Sw iss g roup  LafargeH olcim  consolidating  its 
position  in  India, one of the fastest g row ing  large econom ies in  the w orld . The m erger 
be tw een  the A m buja Cem ent-A C C w ill also create an  en terprise  w ith  an  annual capacity  of 
63 m illion  tonnes, w hich is the sam e as the curren t capacity  of UltraTech. U ltraTech is also in  
the  m idst of com pleting  the pu rchase  of Jaypee's cem ent business, w hich  w o u ld  th en  take its 
to ta l capacity  to over 90 m illion tonnes. M

A fter th is m erger of A m buaja and ACC, the  new  en tity  w ill becom e the second largest 
cem ent com pany  in  India after U ltra Tech Cem ent. This m erger w ill benefit b o th  the 
com panies in  term s of strong  financials and  increased m arke t capitalization, locational 
advan tages, be tte r logistics m anagem ent, com m on resources an d  raw  m aterials (like 
lim estone m ines, clay and  shale) an d  low er m an p o w er costing.

Follow ing are the top 6 com panies w ith their installed  capacity in  2016 after m erging

Table 1 The top cem ent p roducers in India in 2016, as ranked by annual cem ent p roduction  
capacity.

Top Cos by annual cap ac ity  jm n  tonnes)

U ltra T e ch  A m b u ja + A C C  S h re e  D alm ia  R a m co  T h e  India
C e m e n t C e m e n t C e m e n ts  C e m e n ts

Source: The Times of India, 6 May 2017i1S)

A m ong the  top  listed  com panies in  the cem ent sector, the m erger w ill give the 
LafargeH olcim  g roup  a com bined m arke t cap of close to  Rs 80,000 crore in  India. Bigger 
rival U ltraTech C em ent, ow ned  by  billionaire K um ar M angalam  Birla, has a m arke t cap of 
Rs 1.19 lakh  crore.

A m buja C em ent-A C C 's com bined sales in  calendar 2016 am oun ted  to  Rs 31,511 crore, w hile 
U ltraTech's FY17 sales w ere Rs 27,162 crore. U ltraTech is in  the m idst of com pleting  the 
purchase  of Jaypee's cem ent business, w hich  w ould  th en  take its to tal capacity  to  over 90 
m illion  tonnes.112)
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7. Optimizing Energy Efficiency and C 0 2 
reduction in the Indian cement industry
W orld  average electrical energy  consum ption  is a round  100-110 kW h/tonne cem ent and  
sim ilarly  average therm al energy  consum ption  is a ro u n d  850-860 kcal/kg clinker w hich is 
fairly h igh  (16)

The average electrical energy  consum ption  in India is a round  82 kW h/tonne cem ent w hereas 
the  best ach ievem ent is a ro u n d  77 kW h/tonne cem ent. Sim ilarly average therm al energy  
consum ption  is around  725 kcal/kg (Table 3) clinker w hereas the best figures are a ro u n d  680 
kcal/ kg clinker w hich  is m uch  low er th an  the global average.

The cem ent in d u stry  in  Ind ia  is a lready  one of the m ost energy  efficient in the w orld , w ith  
relatively  large p roduction  un its  and  the use  of m o d em  technologies. In India over 95 per 
cent of m anufactu ring  p lan ts hav e  m oved  from  the w et / sem i-w et process (consumes more 
energy to evaporate the 30% plus slurry water before heating the raw materials to the necessary 
temperature for calcination) to  d ry  p rocess of cem ent m anufactu ring  . A lm ost 99% of the 
installed  capacity  in  India uses d ry  process m anufactu ring , and  abou t 50% of capacity  1  has 
been  built in  the last ten  years.

By ad op ting  d ry  process Ind ian  cem ent in d u stry  have com m enced m oves w ith  a specific 
objective of reducing  electrical and  therm al energy  by ado p tin g  energy-efficient technologies 
an d  products, enhanced  use  of a lternative fuels, and  alternative raw  m aterials, enriched  use 
of renew able  energy, an d  p u rsu in g  w aste  heat recovery  system s.

Further, to m eet the d em an d  rela ted  to heavy  in frastructu re  spend ing  and  on-going 
u rban isa tion  projects, the cem ent in d u stry  is projected to  alm ost th reefo ld  its energy  
d em an d  b y  2040.

Table 3 Specific Electric and Therm al Pow er C onsum ption o f  Selected Countries

Specific Electric and Thermal Power Consum ption of Selected Countries
Country Specific Electrical Energy 

Consumption (KW/ton of Cement)
Specific Thermal Energy 
Consumption (Kcal/Kg Clinker)

India 82 725
Spain 92 836
Germany 100 836
lapan 100 836
Brazil 110 884
Italy 112 908
China 118 956
Mexico 118 1003
Canada 140 1075
USA 141 1099
World Average 100-110 850-860

Source: CII Publication - Status paper on AFRUsage in Indian Cement Industry, May 2015

Ind ian  cem ent in d u stry  uses a relatively h ig h  po rtion  of fly ash  an d  b last furnace slag as a 
substitu te  for energy-in tensive clinker p roduction .
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As per recent new s pub lished  in M int, 15 cem ent com panies have  expressed  in terest in  
b u ild in g  cem ent p lan ts near to  N TPC 's pow er stations. The electricity generation  com pany 
sough t cem ent p roducers in early  2017 to  subm it expressions of in terest for partnersh ip s  to 
bu ild  IM t/y r cem ent plants. This w ill he lp  in red u c in g  the carbon foo tprin t and  p ro d u cin g  
m ore  env ironm enta lly  friendly  cem ent as C linker w ill be  substitu ted  w ith  Fly A sh . (17)

In the fu ture, the clinker-to-cem ent ratio  declines from  the cu rren t 0.74 to  0.62 in 2040 
(reducing  the  energy  in tensity  of cem ent p roduction  by  13%) d riven  by a h igher availability 
of b last furnace slag from  the  cem ent industry . W

The industry  has been  ado p tin g  the latest technologies for energy  conservation  and  
po llu tion  control, as w ell as online process and  quality  control based  on state-of-the-art 
au tom ation  system s.

Further the C em ent V ision of Ind ia  2025 p rep a red  by  AT K earney/CII has projected  tha t the 
Therm al S ubstitu tion  Rate (TSR) or Fuel S ubstitu tion  of the Ind ian  cem ent in d u stry  w ou ld  
be abou t 12% by  2025 and  the s tudy  of the L ow -C arbon Technology R oadm ap for the  Ind ian  
cem ent in d u stry  p rep a red  b y  the In ternational Energy A ssociation (8,10), in  collaboration 
w ith  WBCSD, has projected the sam e to  be 19% in  2030 an d  25% in 2050 W

If the Ind ian  cem ent in d u stry  is also able to  m ove tow ards large-scale use of A lternative fuel 
resource an d  is able to  achieve the  Therm al substitu tion  rate  as env isaged  in  the low  carbon 
technology roadm ap , there  w ill be  a substan tia l con tribu tion  tha t the cem ent industry  w ill 
be able to  m ake tow ards resource conservation and  G H G  m itigation.

The projected o u tp u t of this exercise is p resen ted  in  the Table-4
It can be observed  tha t if w astes are u tilised  as AFRs, there  is po ten tia l to  conserve coal of 
abou t 11 to 16 M io TPA in the year 2030 an d  abou t 17 to  30 M io TPA of coal in  the year 2050. 
In 2020 an d  2030, for every  M t of cem ent p roduced , 7 000 tonnes an d  25 000 tonnes of AFs 
need  to  be co-processed, respectively. This m eans th a t w e will be sav ing  an  am oun t of coal 
th a t w e are consum ing at p resent. This also helps in  m itiga ting  an  am oun t of GHG 
em issions that w e are letting  in to  the environm ent. In d ia 's  industria l w aste  is g row ing  in 
volum e. PI

Table 4. Low carbon technology roadm ap

Parameter Unit Base
case

Low High Demand 
demand

2010 2020 2030 2050 2020 2030 2050
Cement Production Mio TPA 217 416 598 780 492 848 1361
Clinker to Cement 
Ratio

0.74 0.7 0.64 0.58 0.7 0.64 0.58

Thermal Intensity of 
clinker production

Kcal / Kg 
Clinker

725 709 694 680 703 690 678

Alternative Fuel 
share in total energy 
used

% 0.6 5 19 25 5 19 25

Coal conserved 
having CV 
of 4,500 Kcal/Kg

Mio TPA 0.16 2.3 11.2 17.1 2.7 15.8 29.7

C 02 emission 
reduced

Mio TPA 0.19 2.8 13.8 21.0 3.3 19.4 36.5

Source: India Cement Review March 2016 1111
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• The eastern  states of India are likely to be the new er and  u n to u ch ed  m arkets for 
cem ent com panies and  could contribu te  to  their bo ttom  line in  fu ture. In the next 10 
years, Ind ia could becom e the m ain  exporter of clinker and  g ray  cem ent to the 
M iddle  East, Africa, an d  o ther develop ing  nations of the  w orld .

• C em ent p lan ts n ear the ports, for instance the p lan ts  in  G ujarat and  V isakhapatnam , 
w ill have  an a d d ed  advan tage  for exports and  w ill logistically be w ell a rm ed  to  face 
stiff com petition  from  cem ent p lan ts  in  the in terior of the country.

• In  the last tw o years, logistics have  em erged  as a function  of critical im portance in 
cem ent business on  p a r w ith  m anufactu ring  an d  m arke ting  and  sales. This is the 
activity  tha t links cem ent from  the  poin t of its p roduction  till it reaches the h an d s  of 
the  ultim ate consum er.

• The governm ent also in tends to expand  the capacity  of the railw ays an d  the facilities 
for h an d lin g  and  storage to ease the tran spo rta tion  of cem ent an d  reduce 
tran sp o rta tio n  costs.

• C om panies are show ing  in terest to  set u p  their u n its  near pow er stations to  use  the 
flyash  generated  from  these pow er p lan ts  as a substitu tion  to  clinkers.

• F urther Ind ia  has jo ined h ands w ith  Sw itzerland  to reduce  energy  consum ption  and  
develop  new er m ethods in  the coun try  for m ore efficient cem ent p roduction , w hich  
w ill he lp  India m eet its rising  d em an d  for cem ent in  the in frastructu re  sector.

• The G overnm ent of Ind ia  has decided  to  ad o p t cem ent instead  of b itu m en  for the 
construction  of all new  road  projects on  the g rounds th a t cem ent is m ore du rab le  and  
cheaper to  m ain ta in  th an  b itu m en  in  the  long  run.

9* Conclusion
Ind ia  is self-sufficient in  term s of cem ent p roduction . For the  last tw o  decades, it is the 2nd 
largest cem ent p roducer as w ell as consum er in  the w orld  led  by  the  enorm ous g row th  in 
the  in frastructu re  & construction  sector. The housing  sector is the b iggest consum er of the 
cem ent as it consum es 67% of the en tire  cem ent p roduced . G overnm ent has also launched  
various schem es and  took various nativ ities to  give a boost to  th is sector.

The W orking G roup  on C em ent Industry  constitu ted  by  the P lann ing  C om m ission for the 
12th Five-Year P lan period  has projected a d em an d  g row th  at the ra te  of 10.75% per annum  
d u rin g  the p lan  period at an  expected 9% GD P g row th  rate. The W orking  G roup  expects 
th a t the add itional installed  capacity  requ irem en t w o u ld  be 139.7 m illion  tonnes by  2017 and
1,035.3 m illion tonnes by  2027.

A lthough  Ind ian  cem ent in d u stry  is one of the  m ost energy  efficient in  the w orld ; to  further 
achieve the energy  efficiency, in d u stry  has presen tly  also been  try ing  to  achieve 
m odifications and  up  g rad a tio n  in  technology. The W orking  G roup  has observed  tha t the 
C em ent Industry 's  average energy  consum ption  is estim ated  to be abou t 725 kcal/kg clinker
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therm al energy  and  82 kW h/t cem ent electrical energy. It is expected  th a t the Industry 's  
average therm al energy  consum ption  by  the end  of 12th Plan (Year 2016-17) w ill com e d ow n  
to abou t 710 kcal/kg clinker and  the average electrical energy  consum ption  w ill com e d ow n  
to 78 kW h/t cem ent w ith  con tinued  efforts by all concerned industries. A lternate  energy  
sources/fuels such  as fly ash, ja tropha  h av ing  good po ten tia l in  the p resen t context of Ind ian  
econom ics to  either partia lly  or fu lly  substitu te  coal in  cem ent m anufactu re  in  the com ing 
years. The Ind ian  C em ent In d u stry  has a great po ten tia l in  term s of u tiliza tion  of entire  
h azard o u s w aste genera ted  in  the coun try  w ith  ind igenous as w ell as m o d ern  technological 
in tervention.
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