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Summary Opinion 

 Demand for cement reported strong growth during the period 2002-

03 to 2007-08 even as capacity addition remained moderate. This 

led to tightening of the supply-demand situation and hardening of 

prices, which remained strong till the first half (H1) of 2009-10. 

Although demand growth has been robust in 2009-10, significant 

capacity additions have been exerting pressure on capacity 

utilisation, pushing it down to around 83% in the first eight months of 

2009-10 from around 96% in 2007-08 and 90% in 2008-09. With 

this, cement prices have come under pressure since the third 

quarter (Q3) of 2009-10. 
 

 Given the announced capacity additions, ICRA expects the overall 

capacity utilisation levels to decline further to around 75% in 2010-

11 and stay more or less at that level in the medium term; however 

there would be considerable variations in demand-supply balances 

across regions. According to ICRA’s estimates, the overall capacity 

utilisation level of the Northern Region (NR) and the Eastern Region 

(ER) combined is unlikely to go below 80%, while that of the 

Southern Region (SR) and the Western Region (WR) combined 

would be around 70%. 
 

 ICRA’s also expects the level of consolidation in NR and ER to be 

stronger than in SR and WR combined. Since almost 42% of the 

announced capacity is expected to come up in SR alone, ICRA 

expects cement prices to witness higher volatility in SR as compared 

with WR, NR and ER. Already, a few key markets in SR have 

reported a sharp decline in prices over the past few months. 
 

 While cement capacity utilisation and prices are expected to decline 

in the medium term, ICRA believes that the extent to which 

pressures will be felt will depend on two factors, both of which are to 

some extent under control of manufacturers. One, the phasing out or 

deferment of the announced capacity additions. And two, the extent 

to which the shift towards Ordinary Portland Cement (OPC) reduces 

the effective capacity of the industry. 

 

 While ICRA expects all cement manufacturers to face pressures on 

realisations and margins in the medium term, the impact will not be 

the same for all companies. Those with leaner cost structures, 

locational advantages, strong capital structures, and geographically 

dispersed plants would be in a better position to absorb the impact 

of the anticipated softening in prices and declined in capacity 

utilisation. 

IC
R

A
 

                                   
  

IC
R

A
 R

a
tin

g
 F

e
a

tu
re

 

 

                                    
  J

a
n

u
a

ry
 2

0
1
0
 

 

mailto:anilg@icraindia.com
http://www.icra.in/


ICRA Rating Feature                    Industry Outlook: Cement Sector               

ICRA Rating Services  Page 2 
 

Chart 1: Growth in Cement Consumption in 
‘Major States’ (CAGR between 2005 and 2009) 
 

 
Source: CMA, ICRA Research 

 

Overview 
 
With 153 cement plants and a total installed capacity of around 209 million tonnes per annum (MTPA) both 
as of March 2009, the Indian cement industry is the second largest in the world, the largest being China, 
which produces over 1 billion tonnes of cement annually. During 2008-09, total cement consumption in 
India stood at 178 million tonnes while exports of cement and clinker amounted to around 3 million tonnes. 
The industry occupies an important place in the national economy because of its strong linkages to other 
sectors such as construction, transportation, coal and power. The cement industry is also one of the major 
contributors to the exchequer by way of indirect taxes. 
 
Cement is a highly freight-sensitive product, given that it is a high-bulk, low-value commodity, The Indian 
cement market therefore is largely a regional one, which also means that the demand-supply dynamics 
may be different for the various regions and the country as a whole. Further, as ICRA has observed, bulk of 
the inter-regional transfer of cement takes place between NR and ER on the one hand, and between SR 
and WR on the other. Thus, while drawing up supply-demand balances, ICRA divides the country into two 
regions: NR + ER, and SR + WR. 
 
Over the last few years, the Indian cement industry witnessed strong growth, with demand reporting a 
compounded annual growth rate (CAGR) of 9.3% and capacity addition a CAGR of 5.6% between 2004-05 
and 2008-09. The main factors prompting this growth in demand include the real estate boom during 2004-
08, increased investments in infrastructure by both the private sector and Government, and higher 
Governmental spending under various social programmes. With demand growth being buoyant and 
capacity addition limited, the industry posted capacity utilisation levels of around 93% during the last five 
years along with shortfalls in supply, thereby increasing the pricing power available to the industry. 
Improved prices in conjunction with volume growth led to the domestic cement industry reporting robust 
growth in turnover and profitability during the period 2005-09.  
 

Strong consumption growth driven by secular growth across sectors 
 
The Indian cement industry reported a strong CAGR of 9.3% during the period 2004-05 to 2008-09. Even 
during the economic slowdown in 2008-09, growth in cement demand remained at a healthy 8.4%. In the 
current fiscal (2009-10) cement consumption has shot up, reporting, on an average, 12.5% growth in 
consumption during the first eight months with the growth being aided by strong infrastructure spending, 
especially from the govt sector. The trends in all-India consumption and the growth in consumption in the 
major cement-consuming States over the last five years are presented in Table 1 and Chart 1. 
 

Table 1: Growth in Cement Demand (All-India) 

In million tonnes 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09 Apr-
Nov 09 

Domestic Consumption 99 108 114 123 136 149 164 178 100* 

Year-on-Year Growth (%) 9.7 8.7 5.8 8.1 10.1 9.9 10.1 8.4 12.5* 

*Excluding ACC and Ambuja Cement 
Source: Cement Manufacturers Association (CMA), ICRA Research 
 

The increase in cement demand over the last few 
years has been driven by a buoyant real estate 
market (the dip in 2008-09 notwithstanding) and an 
increase in infrastructure spending. Further, various 
governmental programmes like National Rural 
Employment Guarantee and low-cost housing in 
urban and rural areas under schemes like 
Jawaharlal Nehru National Urban Renewal Mission 
(JNNURM) and Indira Aawas Yojana have also 
provided a fillip to rural demand for housing.   
 
Within the country, the top five States in terms of 
cement consumption, viz. Maharashtra, Andhra 
Pradesh (AP), Uttar Pradesh (UP), Tamil Nadu 
(TN) and Gujarat, accounted for almost 50% of the 
total domestic consumption of cement during 2008-
09. This is largely a factor of the population levels in these States as well as the development activities 
being undertaken there. Within these high consuming States, AP and TN reported very high growth rates 
during the last five years, mainly because of the real estate buoyancy and increased Government spending 
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Chart 2: Trend in Cement Capacity Utilisation  
(All India) 

 
Source: CMA, ICRA Research 

on infrastructure. Haryana, the 11
th
 largest cement consuming State in the country (according to 2008-09 

consumption), posted a high consumption growth rate of more than 14% over the last five years, largely on 
the strength of the upturn in real estate. 
 
Going forward, ICRA expects growth in domestic cement demand to remain strong, given the revival in the 
housing markets, continued Government spending on the rural sector, and the gradual increase in the 
number of infrastructure projects being executed by the private sector. Thus, the trend in demand growth 
seen during the last five years is expected to continue over the medium term. Also, with Government 
targeting an over 8% GDP growth rate, cement demand should grow at 8-10% over the next few years. 

 

Capacity additions to impact utilisation levels over the medium term 
 
The period 2002-03 to 2006-07 saw strong 
demand growth along with very slow capacity 
addition, the latter being an outcome of the weak 
financial position that cement companies had got 
into because of the significant surpluses in the 
system during 2000-01 to 2003-04. With capacity 
addition being limited and demand continuing to 
grow, capacity utilisation levels in the cement 
industry touched almost 100% in 2006-07 and 
supply constraints surfaced. To improve domestic 
supply, Government resorted to an export ban in 
April 2008 and also allowed duty-free imports of 
cement. With supply constraints cropping up, the 
pricing power and profitability of cement companies improved significantly during 2006-09.    
 

Table 2: Cement Demand-Supply Indictors (All-India) 

In million tonnes 2001-
02 

2002-
03 

2003-
04 

2004-
05 

2005-
06 

2006-
07 

2007-
08 

2008-
09 

Apr-
Nov 09 

Domestic Consumption 99 108 114 123 136 149 164 178 100* 

Year-on-Year Growth (%) 9.7 8.7 5.8 8.1 10.1 9.9 10.1 8.4 12.5* 

Export 5 7 9 10 9 9 5 3 3* 

Capacity for the year 130 137 144 154 153 158 176 201 125* 

Year-on-Year Growth (%) 14 5 6 6 0 3 11 15 16.5* 

Surplus/(Deficit)  26 22 22 20 9 0 7 20 22 

Capacity Utilisation (%) 80 84 85 87 94 100 96 90 83 

* Excluding ACC and Ambuja Cement 
Source: CMA, ICRA Research 

 
Almost all the major players in the Indian cement industry announced capacity expansion programmes 
2005-06 onwards, being encouraged by the improving economic outlook, buoyant demand conditions, 
strong industry profitability, and anticipated supply constraints. Such announcements continued all the way 
till mid-2008-09 when the economic conditions started deteriorating. The expansion projects have now 
started coming on stream (the gestation period being of 24-36 months), and as in March 2009, the country 
had an installed capacity of around 209 million tonnes, of which around 43 million tonnes were added 
during the last two years alone. A part of the capacity addition over the last two years also came from 
debottlenecking of existing capacities and increase in the share of blended cement. According to ICRA’s 
estimates, the industry may be expected to add another 130-135 million tonnes of cement capacity in 
phases over the next four years, that is, during the period 2009-10 to 2012-13. 
 
Of the announced capacity additions, region-wise, SR is expected to account for almost 42% (highest 
share) of the additions proposed, followed by NR (around 29%). Capacity addition in WR and ER, which is 
expected to be 17% and 12% of the total announced additions respectively, has been constrained primarily 
by the lack of availability of limestone reserves in these regions. Of the total capacities announced, almost 
63% are scheduled for commissioning in 2009-10 and 2010-11, which means capacity additions, would get 
bunched up during this period. 
 
Going forward, ICRA expects the pace of capacity addition to slow down in 2011-12, which should stabilise 
capacity utilisation levels that year onwards. However, should cement manufacturers continue with capacity 
additions, recovery in utilisation may get delayed. Charts 3 to 6 bring out the distribution of the scheduled 
capacity additions over various time periods and regions, taking into account the announcements made by 
the various industry players so far. 
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Chart 3: All-India Quarterly Capacity Addition       Chart 4: Region-wise Capacity Distribution  

 
Chart 5: All-India Yearly Capacity Addition         Chart 6: All-India Effective Capacity Addition 

Source: ICRA Research, Company Announcements 

 
As Charts 5 and 6 show, a significant part of the announced capacities is scheduled for completion in 2009-
10 and 2010-11. The impact of the resulting increase in supply has already started showing up in the 
capacity utilisation levels, which declined to around 80% in November 2009 (83% for April-November 2009) 
from around 90% during 2008-09 and 96% during 2007-08. The inventory in the system (cement plus 
clinker) has also seen a build-up (Chart 8), rising to 74% of monthly dispatches in November 2009 from 
36% in March 2009. 
 
Chart 7: Monthly Capacity Utilisation Trend    Chart 8: Inventory levels as % of Monthly Dispatch 

Source: CMA, ICRA Research, (the above data is excluding ACC and Ambuja Cement data) 
 

With capacity utilisation declining, prices start softening since Q3, 2009-10 
 
Cement prices showed a steady hardening trend from 2003-04 up to H1 2009-10 with the supply-demand 
scenario remaining tight (refer Annexure I for the region-wise price trends). Although capacity substantially 
outstripped demand by 2008-09 itself, this was not reflected in the prices during 2008-09 and H1, 2009-10 
because much of these capacities were still in the stabilisation phase with the result that the effective 
capacity was substantially lower and the capacity utilisation level higher than what the figures in Table 2 
indicate. However with many of these capacities being fully operational now, pricing pressures have started 
building since Q3, 2009-10. The decline in prices has been the most severe in SR, especially AP (chart 20, 
annexure I). 
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Significant oversupplies seen in the medium term, but supply-demand balance 
likely to show considerable variations across regions 
 

ICRA has projected the cement supply-demand scenario for 2009-13 on the basis of company 
announcements for capacity additions, using two different assumptions on annual demand growth: 8% and 
10%. The region-wise projections have been presented in Annexure I. Table 3 presents the overall 
demand-supply balance for the country as a whole, using the estimates of supply and demand growth that 
ICRA has worked out. 
 
Table 3: Cement Demand-Supply Indicators (All-India), Actual and Estimated (E) 

In million tonnes 2004-
05 

2005-
06 

2006-
07 

2007-
08 

2008-
09 

2009-
10E 

2010-
11E 

2011-
12E 

2012-
13E 

Capacity for the Year 154 153 158 176 201 250 291 317 342 

Year-on-Year Growth (%) 6 0 3 11 15 24 17 9 8 

Export 10 9 9 5 3 5 5 5 5 

Surplus @ 8% Growth 20 9 0 7 20 53 79 89 96 

Utilisation @ 8% Growth (%) 87 94 100 96 90 79 73 72 72 

Surplus @ 10% Growth 20 9 0 7 20 49 71 76 77 

Utilisation @ 10% Growth (%) 87 94 100 96 90 80 76 76 78 

Source: CMA, Company Announcements, ICRA Research 
 
Chart 9: Overall Demand-Supply Balance    Chart 10: Overall Demand-Supply Balance  
 at 10% Demand Growth                at 8% Demand Growth 

Source: CMA, Company Announcements, ICRA Research 
 
While ICRA expects the overall capacity utilisation level to fall below 80% even under optimistic 
assumptions on demand growth (Chart 9), the actual capacity utilisation, price corrections, and the impact 
of the same on profitability would also be influenced by regional supply-demand balances (refer Annexure I 
for details). Also, any delay, deferment or phasing out of capacities, were that to happen, would lower the 
supply-side pressures as envisaged in Chart 9. 
 
Another variable that could impact the demand-supply scenario is the shift in the industry’s product mix. 
Over the last few years, the Indian cement industry has sucessfully shifted its product mix towards 
Pozzalana Portland Cement (PPC), with the result that the share of OPC has shrunk, declining from 63% in 
2000-01 to 25% in 2008-09 (Chart 11). The shift in product mix has also been necessitated by the tight 
supply-demand scenario (implying limitations in clinker availability). Greater production of PPC provides for 
optimisation of capacity utilisation, as clinker capacity is often the primary constraint in cement production. 
Thus the shift towards PPC led to high capacity utilisation for the industry during the period 2005-06 to 
2007-08 as compared with the 80% or so seen during much of the late 1990s and early 2000s. 
 
The manufacturing cost of OPC is generally higher by Rs. 200-300/tonne than that of PPC because PPC 
consumes blending material, which is usually cheaper than clinker. Further, as flyash is finely ground, the 
grinding cost (mainly the cost of power) is lower for PPC than for OPC. However, while the cost of 
manufacturing OPC tends to be higher versus PPC, an analysis of past cement prices by ICRA shows that 
OPC prices also tend to be higher than PPC prices, thereby largely offseting the higher manufacturing cost 
of OPC. 
 
ICRA has witnessed a slight reversal of this long term trend during the past few months, whereby the share 
of OPC in the industry’s product mix has increased from 24% in April 2008 to 31% in November 2009 (refer 
Chart 12). The change in the long-term trend can be is attributable to the industry’s strategic shift to OPC, 
which is aimed at curtailing supply-side pressures. Further, as OPC tends to set faster thereby expediting 
construction, the higher cost of OPC may be acceptable to most buyers. In ICRA’s view, while the trend of 
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shifting to OPCmay raise the cost of production and lower capacity utilisation for the industry, it may also 
help in reducing supply-side pressures, which in turn could protect prices. A shift in product mix, along with 
a significant correction in prices, may however have an adverse effect on profitabiilty, as it will not only 
raise the cost of production, but also pull down capacity utilisation. 
 
Chart 11: Share of OPC in Product Mix   Chart 12: Share of OPC in Product Mix  

   (All-India, 2001-09)        (All-India, Apr 2008–Oct 2009)  

Source: CMA, ICRA Research    Source: CMA, ICRA Research 
 

Given that competition is largely regional in the cement market, regional demand-supply dynamics play a 
crucial role in determining price trends. Additionally, since large inter-regional transfers of cement take 
place between NR and ER and between SR and WR, ICRA also takes into account the demand-supply 
dynamics prevailing in these regions combined to ascertain the projected level of capacity utilisation. The 
following section discusses the broad regional trends while the details are presented in Annexure I. 

 
Summarised Regional Demand Supply Balance  
 
For the purpose of regional demand-supply balances, ICRA divides the country into four regions: NR, ER, 
WR and SR. Uttar Pradesh and Madhya Pradesh, which are classified under the central region by CMA, 
are considered to a part of the Northern region, whereas Goa, which is considered a part of the Sothern 
region by CMA, is considered a part of the Western region by ICRA. 
 
Table 3: Projected Demand-Supply Indicators on Regional Basis 

Region Main States Capacity 
MTPA 

Capacity Utilisation (%) 
Assuming 10% Demand Growth 

% Share of 
Capacity held by 

Top 5 Players 

  2008- 
09 

2012- 
13E 

2008 
-09 

2009 
-10E 

2010 
-11E 

2011 
-12E 

2012 
-13E 

2008 
-09 

2012 
-13E 

North Uttar Pradesh, 
Rajasthan, Madhya 

Pradesh and Haryana 

85 123 77 75 71 73 78 71% 72% 

East West Bengal, Bihar 
and Orissa 

17 34 138 121 108 97 104 84% 71% 

North + 
East 

 102 157 87 84 78 78 84 74% 71% 

West Maharashtra and 
Gujarat 

31 56 112 101 90 92 90 92% 72% 

South Andhra Pradesh, 
Tamil Nadu, 
Karnataka, 

68 130 79 63 61 62 61 55% 45% 

West + 
South 

 99 186 89 74 70 71 70% 67% 53% 

Source: CMA, Company Announcements, ICRA Research 
 

Outlook: Capacity utilisation and prices expected to remain under pressure in 
the medium term; Southern region likely to be impacted the most 
 
Despite the expected continuance of strong demand growth, the significant capacity additions anticipated 
are likely to exert a downward pressure on cement prices in the medium term, keeping them well below the 
highs witnessed in H1, 2009-10, in ICRA’s opinion. Also, as in the past, cement prices would continue to 
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vary across regions, depending on the regional supply-demand balances. ICRA notes that in an oversupply 
scenario, cement prices in various markets of a particular region tend to converge closer to the regional 
average; currently, cement prices have been varying from Rs. 150 to Rs. 250/bag within regions. 
 
While the prices of cement across markets are expected to soften over the medium term, the extent of 
softening and the duration for which prices remain soft will vary across regions. ICRA expects the highest 
correction in cement prices to happen in SR, given the significant surpluses there, and believes this would 
also impact cement prices in a few markets in WR. Cement prices in these regions are expected to remain 
soft over the medium term as the surpluses and the level of fragmentation in available capacity are both 
likely to remain high here till 2012-13. ICRA also expects a marginal correction in cement prices in NR and 
ER, and sees cement prices remaining at the corrected levels over the next two years, after which there 
could be a recovery in 2012-13. The high level of consolidation in NR and ER would also enable 
companies retain their pricing power despite the expected decline in capacity utilisation levels over the next 
two years. 
 
Since the gestation period for a new cement plant is long, ICRA expects certain recently-announced 
capacities, which are scheduled for commissioning from end-2010-11, to be either phased out or put on 
hold. Such moves by industry players would reduce supply-side pressures and improve demand-supply 
balances, thereby enabling players retain their pricing power. 
 
Given the expectations of price corrections and pressures on profitability, the credit profiles of domestic 
cement companies will however hinge on individual operating efficiencies, financial strengths, and diversity 
of business operations. Companies with lower costs, stronger capital structures, and a diversified portfolio 
of plants and markets would be better placed to ride out the pressures in the medium term. 
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Annexure I: Regional Demand Supply Balance 
 

Northern Region 
 

States included in NR: Uttarakhand, Haryana, Punjab, Rajasthan, Himachal Pradesh, Chandigarh, Delhi, 
Jammu and Kashmir, UP, MP, and Chhattisgarh. 
 

NR is the largest cement consuming region in the country and accounted for almost 37% of the all-India 
consumption and 42% of the available capacity during 2008-09. Within NR, UP, Rajasthan, MP and 
Haryana are the largest cement consuming States, and accounted for 75% of the regional consumption in 
2008-09. Over the last five years, cement demand in NR reported a CAGR of 8.7%, as against the all-India 
average of 9.3%. Within NR, demand was driven by Rajasthan and Haryana, which reported CAGRs of 
10.7% and 14.3%, respectively. Cement demand in NR is being driven by the Commonwealth Games in 
Delhi, the Delhi Metro Rail project, construction of roads, airports, and hydro-power plants, and the real 
estate boom. 
 

The major players in NR include ACC + Ambuja Cement (Part of the Holcim Group), Gasim + Ultratech 
(part of the A V Birla Group), Jaypee Cement, Shree Cement, the J K Group, Binani Cement, Century 
Textiles, and Birla Corporation. Within the region, the top five players/groups accounted for around 70% of 
the total operating capacity during 2008-09. 
 

Table 4: Share of capacity of top 5 Cement Players in the Northern Region 

In million tonnes 2008 
-09 

2008 
-09 

 2012 
-13E 

2012 
-13E 

ACC+ Ambuja (Holcim Group) 20.39 24% ACC+ Ambuja (Holcim Group) 25.89 21% 

Grasim + Ultratech (A V Birla Group) 13.55 16% Grasim + Ultratech (A V Birla Group) 22.45 18% 

Jaypee Cement 9.93 12% Jaypee Cement 17.73 14% 

Shree Cement 9.10 11% Shree Cement 11.60 9% 

J K Group 7.77 9% J K Group 10.47 8% 

Total for Top 5 Players in Region 60.74 71% Total for Top 5 Players in Region 88.14 72% 

Source: CMA, Company Announcements, ICRA Research 
 

As against an available capacity of 85 MTPA during 2008-09, the capacity addition expected in NR over the 
next four years is around 38 MTPA, which would increase the total availability in the region to 123 MTPA by 
the end of 2012-13. Assuming an optimistic growth rate of 10%, capacity utilisation in NR is expected to 
decline marginally from 77% in 2008-09 to around 71% in 2010-11, but recover thereafter, provided no 
fresh capacity addition is done by the industry. 
 

Table 5: Demand-Supply Indicators for Northern Region, Actual and Estimated (E) 

In million tonnes 2004-
05 

2005-
06 

2006-
07 

2007-
08 

2008-
09 

2009-
10E 

2010-
11E 

2011-
12E 

2012-
13E 

Consumption 47 51 56 61 66 72 79 87 96 

Capacity for the Year 63 65 63 74 85 96 111 120 123 

Surplus/(Deficit) 17 14 8 12 19 24 32 32 27 

Capacity Utilisation (%) 74 78 88 83 77 75 71 73 78 

Source: CMA, Company Announcements, ICRA Research 
 

Chart 13: Price Trend in Key Northern Markets  Chart 14: Capacity Utilisation in Northern 
Region, Actual and Estimated 

Source: Centre for Monitoring Indian Economy CMIE,  Source: CMA, Company Announcements,  
ICRA Research             ICRA Research 

 
While cement prices in some markets of NR such as Chandigarh and Delhi have witnessed a correction of 
Rs. 10-15/bag over the past few months, large corrections are not envisaged in the future and price 
volatility is also likely to be lower. This pricing is also expected to be aided by the stable shares of the 
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capacities attributable to top five players in the region. The top five players in NR are expected to continue 
dominating the market with a cumulative market share of around 70% in the medium term. However, 
pricing pressures may arise in future in case the currently strong demand growth is not sustained and ER 
reports lower deficits than anticipated. 
 
Eastern Region 
 

States included in ER: Assam, Meghalaya, Bihar, Jharkhand, Orissa, West Bengal (WB), Tripura, Manipur, 
Nagaland, Arunachal Pradesh, and Mizoram. 
 

ER is the least cement consuming region in the country and accounted for about 14% of the all-India 
consumption and only 9% of the available capacity during 2008-09. In the absence of adequate limestone 
reserves in most eastern States, the region has remained a net importer of cement, relying most on NR, 
especially Chhattisgarh, for cement imports. Within ER, WB, Bihar and Orissa are the largest cement 
consuming States and accounted for 76% of the total regional consumption in 2008-09. Over the last five 
years, cement demand in ER reported a CAGR of 8.4% as against the all-India average of 9.3%. Within 
ER, the demand was driven by Bihar and Orissa, which reported CAGRs of 10.3% and 10.1%, 
respectively. Demand in ER has been driven largely by industrial activity, given the abundance of natural 
resources in the region, as well as by the increase in governmental focus on further development of the 
North-Eastern States. 
 

The major players in the region include ACC + Ambuja Cement (Part of Holcim Group), Lafrage, OCL India, 
Gasim + Ultratech (part of A V Birla Group) and Birla Corporation. Within the region, the top five 
players/groups accounted for around 84% of the total operating capacity during 2008-09. 
 

Table 6: Share of capacity of top 5 Cement Players in the Eastern Region 

In million tonnes 2008 
-09 

2008 
-09 

  2012 
-13E 

2012 
-13E 

ACC+ Ambuja (Holcim Group) 5.27 30%  ACC+ Ambuja (Holcim Group) 6.57 19% 

Lafarge 3.00 17%  Lafarge 6.00 18% 

OCL India  2.63 15%  Jaypee Cement 4.20 12% 

Grasim + Ultratech (A V Birla Group) 2.20 13%  OCL 3.80 11% 

Birla Corp 1.60 9%  Cement Manufacturing Corp 3.20 9% 

Total for top 5 players in region 14.69 84%  Total for top 5 players in region 23.77 71% 

Source: CMA, Company’s Announcements, ICRA Research 
 

As against an available capacity of around 17.5 MTPA during 2008-09, the capacity addition expected in 

ER over the next four years is around 16 MTPA, which would increase the total availability in the region to 

around 34 MTPA by the end of 2012-13. Since the region has remained a net importer of cement from NR, 

such a significant increase in supply would reduce ER’s import dependence over the medium term and 

lower its deficit levels significantly. 
 

Table 7: Demand-Supply Indicators for Eastern Region, Actual and Estimated (E) 

In million tonnes 2004-
05 

2005-
06 

2006-
07 

2007-
08 

2008-
09 

2009-
10E 

2010-
11E 

2011-
12E 

2012-
13E 

Consumption 18 20 20 22 24 26 29 32 35 

Capacity for the Year 12 12 14 16 17 22 27 33 34 

Surplus/(Deficit) -6 -8 -6 -5 -7 -5 -2 1 -2 

Capacity Utilisation (%) 151% 168% 141% 133% 138% 121% 108% 97% 104% 

Source: CMA, ICRA Research 
 

Chart 15: Price Trend in Key Eastern Market  Chart 16: Capacity Utilisation in Eastern Region, 
Actual and Estimated 

Source: CMIE, ICRA Research     Source: CMA, Company Announcements, ICRA Research 
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Despite a deficit situation in ER, cement prices have seen a decline of around Rs. 10/bag in the Kolkata 

market over the last few months, as pricing in the region is also influenced by the demand-supply balance 

in NR. While ER is expected to remain a cement-deficit region in the long run, the extent of consolidation 

here is expected to weaken as new players enter the industry. This is expected to lead to a decline in the 

capacity share of the five leading players in ER from around 84% in 2008-09 to 71% in 2012-13. A decline 

in the extent of consolidation and an overall increase in surplus in NR may cause pricing pressures to arise 

in ER, although the same is not likely to be significant. Further, players in ER would continue to benefit 

from the region’s freight cost advantage as compared with players in NR for exporting cement to the region. 

As a result, players in ER are expected to continue benefiting from the region’s cement-deficit status. 
 

Northern plus Eastern Region 
 

With NR historically being a cement-surplus region and ER traditionally a cement-deficit one, the extent of 

inter-regional cement transfer from NR to ER is considerable. A significant quantity of cement is exported 

from States such as Chhattisgarh and MP (eastern part) to parts of Orissa, West Bengal and even some 

North-Eastern States. As a result, the overall supply-demand balance of NR + ER as a whole impact prices 

in these two regions. Any significant surplus in NR would lead to pricing pressures in ER, while any 

reduction in deficits in ER would create pricing pressures in NR as well as ER. According to ICRA’s 

estimates, the overall capacity utilisation levels for NR and ER as a whole are not expected to decline 

below 80% or so in the near to medium term from the 87% levels reported in 2008-09. 

 
Table 8: Demand-Supply Indicators for Northern plus Eastern Region, Actual and Estimated (E) 

In million tonnes 2004-
05 

2005-
06 

2006-
07 

2007-
08 

2008-
09 

2009-
10E 

2010-
11E 

2011-
12E 

2012-
13E 

Consumption 65 70 76 83 90 99 108 119 131 

Capacity for the Year 76 76 78 90 102 118 138 153 157 

Surplus/(Deficit) 11 6 2 7 13 19 30 33 26 

Capacity Utilisation (%) 86% 92% 98% 92% 87% 84% 78% 78% 84% 

Source: CMA, ICRA Research 

Chart 17: Capacity Utilisation in Northern plus 

Eastern Region, Actual and Estimated 

Further, the extent of consolidation in the industry 

for NR plus ER is not likely to deteriorate 

significantly, as the top five players here are 

expected to hold over 70% of the available capacity 

in the region post-completion of the announced 

expansions. 

 
Table 9: Share of capacity of top 5 Cement 
Players in Northern plus Eastern Region 
 

 Source: CMA, Company Announcements, ICRA Research 

 FY 09 FY 13E 

North 71% 72% 

East 84% 71% 

North + East 74% 71% 

Source: CMA, ICRA Research              
 
Western Region 
 
States included in WR: Gujarat, Maharashtra, and Goa. 
 
WR accounted for almost 19% of the total domestic consumption of cement and 15% of the available 
cement capacity in the country during 2008-09. The largest cement consumer within WR, Maharashtra, 
which alone was responsible for almost 60% of the regional consumption in 2008-09, is also the largest 
cement consuming State in the country, and accounted for 12.3% of the total domestic cement 
consumption in 2008-09. However, Maharashtra lacks significant limestone deposits, and the demand is 
largely met by the only limestone cluster in the State, that is, the Chandrapur cluster, as well as by imports 
from States in SR, viz. North AP and North Karnataka. The state of Gujarat in WR is largely self sufficient 
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for its cement requirements and moreover, given its advantage of having cement plants located near the 
sea, it is also able to export the surplus to other countries in the Middle East region. 
 
Over the last five years, cement demand in WR reported a CAGR of 8.4% as against the national average 
of 9.3%. Within WR, Maharashtra posted a CAGR of 8.3% in cement consumption, while Gujarat came up 
with 9.1%. Given the significant levels of industrialisation in these States, the demand for cement here is 
being driven mostly by industrial activities. Besides, cities like Mumbai, Pune and Nagpur, which are also 
areas of increasing focus for service sector entities, have contributed significantly to the pickup in demand. 
Further, the real estate boom in Mumbai, Pune, Nagpur and Ahmadabad has led to the proliferation of 
shopping malls, commercial complexes and housing projects, all of them reinforcing the demand trend. 
 
The major players in the region include ACC + Ambuja Cement (Part of Holcim Group) and Gasim + 
Ultratech (part of A V Birla Group), which together held almost 70% of the available capacity in WR in 
2008-09. The top five players/groups accounted for around 92% of the total available capacity in the region 
in 2008-09, highlighting the fact that the level of consolidation is the highest in WR among all regions. 
 
Table 10: Share of capacity of top 5 Cement Players in the Western Region 

In million tonnes 2008 
-09 

2008 
-09 

  2012 
-13E 

2012 
-13E 

Grasim + Ultratech (A V Birla Group) 12.80 41%  Grasim + Ultratech (A V Birla Group) 12.80 23% 

ACC+ Ambuja (Holcim Group) 8.90 29%  ACC+ Ambuja (Holcim Group) 11.90 21% 

Sanghi Industries 2.60 8%  Sanghi Industries 7.60 14% 

Mehta Grop 2.36 8%  Jaypee Group 5.40 10% 

Century Textiles 1.90 6%  Binnani Cement 2.50 4% 

Total for Top 5 Players in Region 28.56 92%  Total for Top 5 Players in Region 40.20 72% 

Source: CMA, Company Announcements, ICRA Research 
 
As against an available capacity of around 31 MTPA in 2008-09, the capacity addition expected in WR over 

the next four years is around 23 MTPA, which would increase the total availability in the region to 56 MTPA 

by the end of 2012-13. With capacity addition during the last five years having been limited (around 2 

MTPA), WR turned into a cement-deficit region during 2007-09. Going forward, given the significant 

capacity planned, cement availability is expected to improve within WR, which however could bring down 

the capacity utilisation levels to around 90% in the medium term. 

 
Table 11: Demand-Supply Indicators for Western Region, Actual and Estimated (E) 

In million tonnes 2004-
05 

2005-
06 

2006-
07 

2007-
08 

2008-
09 

2009-
10E 

2010-
11E 

2011-
12E 

2012-
13E 

Consumption 25 26 29 33 34 38 42 46 50 

Capacity for the Year 29 29 29 29 31 37 47 50 56 

Surplus/(Deficit) 4 3 0 -3 -4 0 5 4 6 

Capacity Utilisation (%) 86% 90% 100% 112% 112% 101% 90% 92% 90% 

Source: CMA, Company Announcements, ICRA Research 
 
Chart 18: Price Trend in Key Western Market  Chart 19: Capacity Utilisation in Western Region, 

Actual and Estimated 

Source: CMIE, ICRA Research     Source: CMA, Company Announcements, ICRA Research 

 
Despite capacity utilisation levels remaining close to 100% in WR during 2009-10 so far (104% during April-
November 2009), cement prices in one of the key markets of the region, Mumbai, have declined by almost 
Rs. 20/bag over the past few months. The reason for this is the sharp decline in cement prices in SR during 
this period. Since SR has historically been a cement-surplus region (because of its large limestone 
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clusters), it exports its surplus to WR, with the result that cement prices in WR are influenced significantly 
by the demand-supply balance in SR. Over the past few months, some of the key markets in SR have 
reported a significant drop of Rs. 50-60/bag in cement prices and this has led to pricing pressures in WR. 
Following completion of the announced expansions in WR, the level of consolidation in this region is likely 
to moderate with the top five players accounting for around 70% of the available capacities as against 92% 
now. Decline in consolidation levels along with the likely decline in capacity utilisation levels in WR and the 
expected surplus in SR could lead to cement prices coming under pressure in WR over the near to medium 
term. 
 
Southern Region 
 
States included in SR: Andhra Pradesh (AP), Tamil Nadu (TN), Karnataka, Kerala, Pondicherry, and 
Andaman & Nicobar. 
 
SR accounted for 30% of the total domestic consumption of cement in 2008-09. It is the second largest 
cement consuming region in the country after by NR. Holding 34% of the domestic available capacity 
during 2008-09, SR is also the second largest production base for cement in India after NR. Within SR, AP 
reported the highest CAGR of 17.5% in cement consumption over the last five years with the State 
Government stepping up infrastructure spending, mainly on irrigation projects. The figure is the highest 
among all States in the country for the period concerned. With cement consumption growing at a brisk pace 
in AP and TN (the largest consuming state in SR) reporting an 11.8% CAGR in consumption over the last 
five years, SR posted a CAGR of 11.3% over the same period, which is not only higher than the national 
average but also the highest among all regions in the country. 
 
SR is also among the most fragmented regions in terms of capacity concentration in India. The top five 
players in SR held around 55% of the available capacity in the region during 2008-09, which is the lowest 
among all regions in the country. The largest player, India Cement, held 15% of the available capacity, 
which again is the lowest for the largest player in any region. The other major players in SR include Grasim 
+ Ultratech (part of A V Birla Group), Madras Cement, ACC + Ambuja Cement (Part of Holcim Group), and 
Kesoram Industries. 
 
Table 12: Share of capacity of top 5 Cement Players Southern Region 

In million tonnes 2008 
-09 

2008 
-09 

  2012 
-13E 

2012 
-13E 

India Cement 10.37 15%  Dalmia Cement 14.17 11% 

Grasim + Ultratech (A V Birla Group) 8.46 12%  Grasim + Ultratech (A V Birla Group) 13.36 10% 

Madras Cement 7.09 10%  India Cement 12.97 10% 

ACC+ Ambuja (Holcim Group) 6.15 9%  Madras Cement 8.92 7% 

Kesoram Industries 5.43 8%  ACC+ Ambuja (Holcim Group) 9.15 7% 

Total for Top 5 Players in Region 37.49 55%  Total for Top 5 Players in Region 58.57 45% 

Source: CMA, ICRA Research 
 
Given the abundant limestone reserves in SR (of the seven major limestone clusters in India, four are in 
SR), the region has historically been cement-surplus and an exporter to WR. With demand growing at 
11.3% during the last five years, capacity utilisation in SR improved from around 67% in 2004-05 to almost 
80% in 2008-09. Encouraged by the buoyancy in demand, cement companies in the region have drawn up 
significant expansion plans and of the total expected addition of 133 MTPA (all-India) over the next four 
years, almost 42% is expected to come up in SR. As against an available capacity of 54 MTPA in 2008-09, 
the capacity addition expected in SR over the next four years is 56 MTPA. With that, the utilisation levels 
may be expected to decline to around 60% in the medium term. Further, the level of fragmentation in SR is 
also expected to increase further, with the capacity concentration (top five players) likely to decline to 
around 45% in 2012-13 from 55% in 2008-09. Low capacity utilisation along with greater fragmentation 
may be expected to lead to severe price pressures in SR in the medium term. 
 
Table 13: Demand-Supply Indicators for Southern Region, Actual and Estimated (E) 

In million tonnes 2004-
05 

2005-
06 

2006-
07 

2007-
08 

2008-
09 

2009-
10E 

2010-
11E 

2011-
12E 

2012-
13E 

Consumption 33 39 44 49 54 59 65 72 79 

Capacity for the Year 49 48 51 57 68 95 107 116 130 

Surplus/(Deficit) 16 9 7 8 15 35 42 44 51 

Capacity Utilisation (%) 67% 81% 86% 86% 79% 63% 61% 62% 61% 

Source: CMA, ICRA Research 
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Chart 20: Price Trend in Key Southern Markets      Chart 21: Capacity Utilisation in Southern  
          Region, Actual and Estimated 

Source: CMIE, ICRA Research     Source: CMA, Company Announcements, ICRA Research 

 
Pricing pressures have already come into play in SR as is evident from the price trends in a few key 
markets in the region; the reason for this is the decline in capacity utilisation levels (63% during April-
November 2009). Cement prices in Hyderabad markets declined to almost Rs. 145/bag in November 2009 
from the peak of Rs. 225/bag in July 2009. Similarly, in Chennai markets cement prices declined by almost 
Rs. 45/bag to Rs. 230/bag in last few months from the peak witnessed in June 2009. Going forward, with 
new capacities being commissioned, capacity utilisation levels as well as cement prices in SR may be 
expected to remain under pressure and impact prices and capacity use in WR as well. 
 
Southern plus Western Region 
 

Given the significant inter-regional transfer of cement from SR (especially North AP and North Karnataka) 

to the deficit areas in WR (especially Maharashtra), cement prices in these two regions are influenced by 

the demand-supply balance in SR + WR as a whole. A deficit in WR generally leads to improved prices and 

capacity utilisation in SR, while a surplus in SR adversely impacts prices in WR. In ICRA’s assessment, the 

capacity utilisation level in SR + WR combined could decline significantly to around 70% in the near to 

medium term from the 89% level reported in 2008-09. During April-November 2009, capacity utilisation in 

SR + WR as a whole stood at 73%. 

 

Table 14: Demand-Supply Indicators for Southern + Western Region, Actual and Estimated (E) 

In million tonnes 2004-
05 

2005-
06 

2006-
07 

2007-
08 

2008-
09 

2009-
10E 

2010-
11E 

2011-
12E 

2012-
13E 

Consumption 58 65 73 81 88 97 107 117 129 

Capacity for the Year 78 77 80 86 99 132 153 165 186 

Surplus/(Deficit) 20 12 7 5 11 35 46 48 56 

Capacity Utilisation (%) 74% 85% 91% 95% 89% 74% 70% 71% 70% 

Source: CMA, ICRA Research 
   

Chart 22: Capacity Utilisation in Southern plus 

        Western Region, Actual and Expected 

The level of consolidation is also likely to weaken 

in both SR and WR, which along with the 

expected decline in capacity utilisation could 

increase the intensity of competition and pricing 

pressures further. 

 

Table 15: Share of capacity of top 5 Cement 

Players in Southern plus Western Region                

        

  2008-09 2012-13E 

West 92% 72% 

South 55% 45% 

South + West 67% 53% 

Source: CMA, ICRA Research    Source: CMA, Company Announcements, ICRA Research
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Annexure II  
 
Table 16: List of Cement Companies with ICRA-Assigned Ratings Outstanding 
(as on January 7, 2010) 

 Long Term Medium Short Term 

Bhavya Cements Limited  LBB+ - - 

Bheema Cements Limited  LBB+ - A4+ 

Calcom Cement India Limited  LBB+ - - 

Cement Manufacturing Company Limited  LBBB+ - A2+ 

Dalmia Cement (Bharat) Limited  LAA- MAA- A1+ 

Deccan Cements Limited  LBBB+ - A2+ 

Jaiprakash Associates Limited LA  A1 

Madras Cements Limited  LA+ - A1+ 

NCL Industries Limited  LBBB- - A3 

OCL India Limited  LAA- - A1+ 

Orient Paper & Industries Limited   - A1+ 

Parasakthi Cements Industries Limited  LBBB- - A3 

Prism Cement Limited  LAA-@ - A1+@ 

Vinay Cement Limited  LBB+ - - 

@ Rating watch with negative implications 
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