
India is one of the world ’s leading 
importers of thermal coal, which is used 
to power the country’s rapid infrastructural 
growth and meet its increasing domestic 
demand for energy. 

While great strides have been made to 
further develop India’s coal mining and 
extraction capabilities, demand for energy 
is outpacing production. In order to redress 
the balance between supply and demand, 
we must look at the opportunities and 
challenges of realising India’s potential in 
the global energy mix.

India’s untapped resource
Recent figures from BP’s Statistical 
Review of World Energy show global coal 
reserves of 861 billion tonnes. Of this, 
India’s indigenous reserves account for 286 
billion tonnes of coal. 

At GAC India we cover 60 of the 
country’s ports and have seen a marked 

increase in coal imports in recent years, 
particularly across the east and west coast 
terminals. Although India has a wealth 
of indigenous supply, it does not yet have 
the capability to mine quantities large 
enough to meet its own domestic demand 
for thermal power. As a result, it imports 
vast quantities of coal from South Africa, 
Indonesia and Australia. It is the country’s 
power stations and steel makers that are 
driving the increased import activity, as 
India continues down the path of large-
scale infrastructural development and 
increasing use of electrical power. 

The demand-supply gap for coal in 
India during 2011-2012 was 114 million 
metric tonnes (mmt), and this is expected 
to rise to an estimated 200 mmt by 2017 
as the Indian economy, although slowing, 
still continues to grow, and with it, the 
demand for natural resources to power 
the further development of domestic 

industries. Putting it another way, India’s 
coal production grew by 5 percent in 
2011, which is a marked increase. Indeed, 
India was the world’s fourth largest coal 
producer in 2011, behind Australia, the 
USA and China. However, India’s coal 
imports also increased by 45 percent for 
the same period, over and above the 14.2 
million tonnes of coal imported in 2010.

Weighing up the costs
India’s import of coal is important to the 
global energy map, particularly for the 
coal producers in Australia, Indonesia 
and South America, from whom its coal 
imports are sourced. However, the costs of 
importing energy are considerable. 

The cost of thermal coal at ‘free on board’ 
or FOB rates – at the point of sale and 
excluding shipping and insurance costs – 
has fluctuated considerably in recent years. 
This is only part of the cost, with freight 
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India's indigenous coal reserves currently stand at an estimated 286 billion tonnes, according to recent figures from BP's Statistical Review of 
World Energy.
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rates and onward transportation costs as 
well as the increased price of bunker fuels 
adding further to the cost of shipping 
coal. In fact, sea freight costs form around 
50-60 percent of the total transportation 
costs of coal and 10-15 percent of total 
landed cost, depending on the origin of the 
import. The volatile exchange rate between 
the US dollar and the Indian Rupee also 
poses challenges for Indian coal buyers, 
with implications for the energy security 
of the country’s power plants and all the 
businesses and consumers that rely on them.

As such, we have seen an increased use 
of larger Capesize vessels for the import 
of coal to India and a substantial shift 
towards importing cheaper and more 
cost-effective products, in terms of supply 
chain costs, from Indonesia given the 
geographical advantage of being closer to 
India’s shores. It is not a complete solution, 
but it shows the importance of being able 
to purchase freely from exporting countries 
to counteract price fluctuations.

An infrastructure for growth
While there has been a shift towards 
the use of Capesize vessels, there are 
restrictions on the extent to which they 
can be deployed. Many of the country’s 
ports are not deep enough to handle larger 
Panamax or Capesize vessels. Most ports 
also do not have coal terminals, but rather 
they have berths for discharging coal. 

The lack of adequate mechanisation 
at many ports requires the manual 
handling of large cargoes, as well as the 
manual loading of rakes and trucks, 
which significantly reduces the efficiency 
of operations and requires the onward 
transportation of coal cargoes to offsite 
storage centres. Compounding this, the 
requirement for moving large quantities 
of imported coal to storage yards also 
places a strain on the road and rail systems. 
This can create bottlenecks, not only on 
the road and the rail tracks, but in the 
customer’s supply chain. There is a need 
for better rolling stock, rail connectivity 
and dedicated rail freight corridors, better 

roads with improved load-bearing capacity 
and more high-payload trucks.

The role of private industry
While there are challenges in importing 
vast quantities of coal, India is rising to 
the occasion. Recently, a number of private 
companies have developed additional coal 
terminals to meet the demand for larger and 
deeper berths, additional storage facilities 
and improved automation systems in port. 
With the improved infrastructure has come 
increased efficiency of operations, which has 
helped to significantly reduce congestion at 
key ports. Importantly the investment will, 
in time, help India to become a much more 
competitive place to do business.

For shipping and logistics service 
providers there are many opportunities 
to help customers manage their supply 
chain requirements, create efficiencies 
in operations and to ensure that safety is 
ensured throughout the importing process. 

For larger dry bulk vessels, the delivery 
of vital onboard supplies, bunkering, crew 
changeovers, immigration and customs 
clearance requirements, as well as cargo 
discharging and loading at port, all need to 
be done quickly, efficiently and safely. This 
can make up for the limited port space 
available at the larger terminals, as well as 
reduce the time spent at port.

India’s energy future
There are challenges to be overcome as India 
strives to meet its growing domestic demand 
for energy but the competition, investment 
and innovation required to redress the 
balance is well underway. India has a wealth 
of untapped coal reserves that will one day 
be realised. Until then, important moves 
are being made to improve the existing 
port infrastructure for coal operations. By 
working together to streamline the coal 
transportation supply chain, all parties - 
shipping companies, customers and the 
country’s authorities - can play their part in 
ensuring that India’s energy needs are met 
and that India continues to play a vital role in 
the global energy mix. 
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About the organisation

GAC is  a  g loba l  prov ider  o f 
integrated shipping, logistics and 
mar ine  se r v i ces . Emphas i s ing 
world-class performance, a long-
term approach, innovation, ethics 
and a strong human touch, GAC 
delivers a flexible and value-adding 
portfolio to help customers achieve 
their strategic goals. Established in 
1956, GAC Group employs over 
10,000 people in more than 300 
offices worldwide. Established in 
1983, GAC India's extensive network 
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of professional shipping, logistics 
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ship agents in India, GAC offers 
a comprehensive range of ship 
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Enquiries

GAC India

Tel: +91 (484) 266 8372
Fax: +91 (484) 266 8388
Email: india@gac.com
Website: www.gac.com/india

India has witnessed a steady influx of larger capesize vessels for the handling of its imported 
coal in recent years.
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