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Resource has no number, where 
as reserve has one – the 

difference is quantification
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“Auction is simply put is a price 
discovery mechanism”

21-12-2022 Dr.C.H.Rao, 20-12-2022, MEGECON HOSPETE



“We can’t auction what we can’t 
Quantify”  
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“Globally, it is  a thumb rule that the “exploration “ horse 
that pulls “Mining” cart and not the other way round. 
Auction of mines as a process is not conducive to 
incentivizing exploration and hence to pulling the engine 
of growth of economy”

5compiled by DR.C.H.RAO 



Some Global 
Comparisons 
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Chile Australia Canada India

Easy and timely 
Process 

EC’s must be in 120 days or deemed 
to be granted 

Single Window Clearance, 
smooth and faster mechanism 

Exploration can be on Online, 
payment online

EC’s struck for ears; Judicial 
intervention, Social clearances 
are fraught with pitfalls 

Fair and Transparent Courts are responsible for issuing 
mining licenses
Independent  judiciary and Alternative 
dispute resolution mechanism 

Online applications for 
transparent processes 

First –come-First Served 
Mechanism 
- Registry updated 

electronically 
- Well developed GIS1 based 

cadastre that prevents most 
disputes 

- Independent Judiciary and 
Alternative dispute 
mechanism 

Auction process for major & 
minor minerals

Corruption in the  system 

Secure Tenure Mining concessions treated as an 
inalienable property; rights freely 
transferable; 
ML can continue freely as long as 
annual fees is paid 

Provision of “retention status” for 
existing PL if economically 
unfeasible to develop 
ML/PL completely transferable at 
any stage

Mining concessions treated as an 
inalienable property; rights freely 
transferable; 
Assurance of obtaining right to 
mine a discovery 

Mineral lands are often given for 
non-mining activity 
Transferability for major minerals 
eased out; 
Minor minerals have different 
laws in different states; 

Exploration 
Incentives 

No technical/financial ability or 
feasibility required while applying 

Industry associations that 
support exploration 

Right to exploration open to 
all regardless of applicant 
means 

No incentives 

Mineral Policy Comparisons  
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➢ Reduced from 4 years in 1999 to 60 days
➢ Introduced online system of applications

➢ Introduced fixed timelines for processing of applications

➢ 75% of small licenses within 13 days, balance within 0 days; 
➢ Large  mines typically 30 days 

➢ More than 90% greater
➢ than 1 year, can take 5 years 

➢ Current aim is 12 months, still far from promised months

Mining rights processing time

Dr.C.H.Rao, 20-12-2022, MEGECON HOSPETE
21-12-2022



International Policy Perception Index 2015 by Fraser Institute, Canada
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Quality of Geological Database
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Note : As per Fraser Institute Annual Survey 2016, India falls in the  
bottom 10 are  along with Venezuela, Afghanistan, Zimbabwe, and 
Mozambique.
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Exploration budgets 

Global Exploration  budget = 12,000 million USD 

Indian Exploration budget  = 100 million USD

•
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Major  Mineral 
Auctions
-A Review 
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Later FDI in 
Mining is 
allowed in 
2000
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In February 2000, 100% FDI was 
allowed in mining sector. Upon 
successful exploration, an RP / PL 
holder had the right to mine as well 
as transfer the concession, at par 
with best global practices. 
Following this amendment, there 
was a spate of applications for RP / 
PL and almost all the global 
exploration and mining companies 
were present in India. 

21-12-2022



Hooda 
Committee 
2006  
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To make mining more attractive 
and in tune with international 
practice, a High Powered 
Committee, popularly known as 
Hooda Committee, was set up. 
Following the recommendations of 
this Committee on 19th July 2006, 
National Mineral Policy (NMP) was 
revised in March 2008. 



MAJOR 
MINERAL 

APPLICATION
PENDENCY 

BEFORE 
AUCTION 
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Prior to auction regime in 
India, 66,477 applications 
were pending with both 
Central and State 
Governments, including 
43,025 mining lease  
applications as on 
05.05.2014.



Delays in  
clearances is 
no  fault of 
the 
Applicant

• Any delay on the part of the Govt. 
Departments to provide the mineral 
concessions to the  applicant  can’t be seen as 
fault of the applicant. And it should not 
deprive them the right of concession. 

• All the delays in getting Survey’s done, NOC’s, 
should cost the applicant because a new law is 
in place? 

21-12-2022 compiled by DR.C.H.RAO 
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Pending applications State 
Government 
level

Central Govt level Total 

Reconnaissance Permit 643 15 658

Prospecting licence 19,891 123 20,014

Mining leases 42,861 164 43,025

Letter of Intents ( LOI) 265 - 265

Renewals 2515 - 2515

Total 66,175 302 66,477

PENDING APPLICATION AS ON 5-5-2014

Source: MOM 
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AUCTION 
GENESIS 
IN INDIA 

the origin of auction in case of mineral resources in 
India can be traced to the Report of the 
Comptroller and Auditor General of India(CAG) 
dated 17th August 2012, wherein the CAG observed 
that inefficient allocation of coal blocks (through 
means other than open competitive bidding) during 
2004-2009 has resulted in a loss of Rs. 1.86 lakh 
crores to he exchequer.

The CAG report alleged that the said allocation 
process was based on Government dispensation 
and that despite having the opportunity to bring in 
transparency, the Government did not introduce the 
process of competitive bidding. It observed that 
revenue secured from the allottees for allocation 
was much less than what could have been realized 
if there was competitive bidding – a presumptive 
loss to the exchequer.
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AUCTION 
GENESIS 
IN INDIA 

• Subsequent to a Public Interest 
Litigation (PIL) filed in 2012, the 
Hon’ble Supreme Court of India in 
its judgment dated 25th August, 
2014 and order dated 24th 
September, 2014 declared the 
allocation of 218 coal blocks made 
through Government Dispensation 
route during 1993-2011as arbitrary 
and illegal and cancelled the 
allocation of 204 coal blocks 
,except for 14 blocks (one of NTPC, 
one of SAIL and twelve of ultra-
megapower projects).
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AUCTION 
GENESIS 
IN INDIA 

• Prior to cancellation of coal blocks 
by the Hon’ble Supreme Court, the 
total coal output from these blocks 
was around 42.882 million tonnes 
in 2014-15; post-cancellation and 
reallocation, coal output from the 
same set of blocks even after 4 
years of auction / reallocation, 
barely reached about 30.042 million 
tonnes in 2018-19, a fall of 30%. 
This shows that auction has made 
even operational mines unviable / 
difficult to commence operation.

• Auction has further significantly 
reduced the country’s coal 
production from the same blocks.
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AUCTION GENESIS 
IN INDIA 

2G SPECTRUM CASE

NATURAL RESOURCES 
ALLOCATION  
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YEAR WISE/MINERAL WISE AUCTION SUMMARY
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1 to 50 Hectares size 
leases constitute 
75 percent of the 
total leases

But occupy only 9 % 
of the total lease 
extent in Hectarage  
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INDEX OF MINERAL PRODUCTION
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TRENDS IN VALUE OF MINERAL EXPORTS & IMPORTS



Some Initiatives of MOM

• (i) Revitalize mineral sector by givingimmediate boost to mineral production:

• (a) Removing the distinction between captive and merchant mines. It allows all captive mines to sell 
upto50% of the minerals produce  during the year after meeting the requirement of attached plant. All 
future auctions will be without anyend use restrictions.

• (b) Resolving pending cases undersection 10A(2)(b) by bringing them under new auction regime. Around500 
cases under section 10A(2)(b) of the Act are still pending in absence of the sunset clause.(c) Substituting 
‘mining operations with ‘production and dispatch’.Since the interpretation of the term mining operations is 
generic, it isdifficult to cancel non producing leases.

• (d) Re-allocation of non-producing blocks of the Governmentcompanies as some of the miningblocks 
reserved for Governmentcompanies are not bought intoproduction for many years.

• (ii) Promote ease of doing business:(a) Statutory clearances to be valid even after expiry or termination of 
mining lease and would be transferred to next lessee of the mine. This will ensure continuity inmining 
operations and productiondespite change in lessee. It will address around 23 clearances in turn facilitating 
ease in the business.

• (b) Allowed transfer of all mineralconcession without any charges.Lessee who is not interested in
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Some initiatives 

• The National Mineral Policy, 2019 includes provisions which will give boost to mining sector such as:

• • introduction of Right of First Refusal for RP/PL holders;

• • encouraging the private sector to take up exploration;

• • auctioning in virgin areas for composite RP cum PL cum ML on revenue share basis;

• • encouragement of merger and acquisition of mining entities;

• • transfer of mining leases and creation of dedicated mineral corridors to boost private sector mining areas;

• • proposes to grant status of industry to mining activity to boost financing of mining for private sector and for 
acquisitions of mineral assets in other countries by private sector;

• • proposes to auction mineral blocks with pre-embedded clearances to give fillip to auction process;  proposes to 
make efforts to harmonize  taxes, levies & royalty with world benchmarks to help private sector.
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EFFECT OF AUCTION OF COAL BLOCKS – YEARLY PRODUCTION FROM BLOCKS
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PRE-POST AUCTION MINE HEAD COST ( RS/TONNE)
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NET LOSS TO THE GOVERNMENT 

21-12-2022
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REVENUE REALIZED VS IMPORT COST



Government’s 
claims appear questionable

• Production from blocks that were 
producing at the time of auction / 
allocation was disrupted, with 
production levels still much below 
what they were producing six years 
ago despite the fact that the 
statutory clearances were 
seamlessly transferable for such 
blocks to new mine allottes.

• As production decreased 
drastically, imports rose during the 
last 5-6 years which eventually 
converted the revenues (generated 
by State  Governments) into loss to 
the nation.
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Orissa mineral blocks Auctioned 
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mine head cost per tonne in Orissa – Green field 
blocks 
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Mine head cost per Tonne –
Pre-Post Auction

Iron ore  & Manganese (av. 62% fines) 
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C category Iron ore mines – Karnataka
Cost of production at mine –head 

Pre vs Post auction 
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C category Iron ore mines – Karnataka
Cost of production at mine –head 

Pre vs Post auction 
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ODISHA – IRON ORE PRODUCTION SCENARIO AFTER 
AUCTION, 2020



Unsustainably 
high bids

• Auctions have created artificial scarcity to the 
extent that companies are placing unsustainably 
high bids beyond 100% of the sale value of 
resources. 

• Any mine at a premium in excess of 100% would 
inevitably run at a loss. 

• A lessee in auction is paying out more to State 
Government theoretically than what he / she 
earns. 

• Mining, like any economic activity, cannot be 
operated at a loss. There are press reports that 
three successful bidders in Odisha have 
surrendered iron ore and iron ore-cum-
manganese mines citing unsustainability of the 
leases, by letting their security deposits forfeited. 
Similarly some coal block auctions

• There are scores of examples in India where 
auctioned blocks did not yield the desired results
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Winner’s 
curse and 
prohibitive 
cost of 
production:

• Auction has led to the phenomenon 
called ‘winner’s curse’, where the 
winner of auction, who participated over-
enthusiastically has to keep the mine 
running at a loss. Although the winner is 
jubilant due to his initial success in being 
granted the mineral block, the prohibitive 
high cost of production and statutory 
payments will lead him to pay more than 
the true worth of the mineral. In reality, 
the return from winning mineral in auction 
is negative for an investor.

21-12-2022 Dr.C.H.Rao, 20-12-2022, MEGECON HOSPETE



Loss of 
production:

• 17 mines which could resume production 
post-auction have been incurring heavy 
losses from the start itself and are 
struggling to start production. Moreover, 
these lessees are trying various means 
to somehow reduce the cost of 
production and statutory payments to the 
Government.
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Loss of 
State’s 
revenues

• It was expected that State 
Government will realize 
substantially higher revenues from 
auction. However, not a single 
auctioned lease in Odisha has 
been able to fulfill this commitment 
and the State has lost huge 
amount of revenue. As per media 
reports, the loss to Government of 
Odisha from only 4 auctioned 
mines during the 6 months period 
from April–September 2020 was 
Rs. 1,155 crores and the State has 
served notice on these mines for 
loss of its revenues.
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Adverse 
impact on 
mining 
ecosystem:

• Auction is leading to mines 
being taken over by large 
companies having end-use 
plants creating monopolistic 
conditions. It was expected 
that MNCs and large 
companies having technology 
and financial strength will bring 
in advanced technology, skilled 
manpower into mining sector 
which unfortunately did not 
happen.
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Auctions of mineral resources

21-12-2022
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What is 
expected of 

Auctions 
Has it delivered? 

Transparent 
and fair 
allocation 

• auction” has neither brought transparency nor expected 
revenues to the States which led to high and unsustainable 
bids; making the industries unviable, 

• The biggest drawback in transparency of auction system is 
the information asymmetry among the bidders about the 
geological worth of the block, which is the most important 
factor to place a bid / quote.
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What is expected of 
Auctions 

Has it delivered? 

Employment 
Generation 

• Auction has also left investors with negative return on 
investment.  With no surplus / profits to be ploughed 
back into R&D, upskilling of workforce, improving 
health and safety, the employment conditions of 
present workforce has been adversely affected. auction 
has throttled the mining sector, instead of 
strengthening it, Auction system has completely failed 
for resource development, both in coal and non-coal 
sector.

Auctions of  Major mineral resources
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WHAT IS EXPECTED 
OF AUCTIONS 

HAS IT DELIVERED? 

Competitiveness
• Auction does not help in timely development of resources, as is 

evident from a comparison of grant of mining leases before and 
after auction.  post-2015 only 28 brownfield mining leases have 
been executed, having pre -existing EC and FC. 

• In the auction regime, not even a single greenfield mining 
project has seen the light of the day. 

Auctions of Major mineral resources



Analysis of the publicly available data on the auctions 
conducted so far indicates a number of factors at play:

• Adequacy as well as quality of exploration data and 
mineralization studies/geological reports is an underlying 
issue.

• Availability of mineral resources in terms of quantity and 
quality may not be adequate to attract bids in some cases.

• Mineral blocks lying within forest/eco-sensitive/ disturbed 
areas may be seen negatively. Encroachment over the 
government land may also negatively impact success of an 
auction.
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Analysis of the publicly available data on the 
auctions conducted so far indicates a number of 
factors at play:
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• The auction system may result in the slow demise of the 
micro, small and medium enterprises (MSME) sponge iron 
industry, which today contributes more than 25% of crude 
steel production through the secondary route. 

• The auction system should be used for adequately 
prospected deposits only in line with recommended 
practice. 

21-12-2022
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THE CENTRAL GEOLOGICAL PROGRAMMING 
BOARD (CPCB) 

The Central Geological Programming Board (CGPB) is the apex body at 
the national level under the chairmanship of Secretary, Mines, to 
coordinate the activities on geological mapping, mineral prospecting 
and explorationin the country.

The CGPB meeting, chaired by the Secretary, Ministry of Mines, is 
organized annually to discuss the geological programs, and the related 
issues and concerns of the state governments, central institutes and 
other stakeholders working in mineral explorationand other geoscience 
fields.
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What was said in the Supreme Court 
Judgement in Presidential reference of  2G case?



Supreme Court 
Observations

…auctions may be best way of 
maximizing revenue but revenue 
maximization may not always be the 
best way to subserve public good. 
“Common good” is the sole guiding  
factor under Article 39(b) for 
distribution of natural resources It is 
the touchstone of testing whether any 
policy subserves the “ common good 
and if it does, irrespective of the 
means adopted, it is accordance with 
the principle enshrined in Article 
39(b)…”
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Supreme Court 
Observations

• Therefore, in conclusion, the 
submission that the mandate of 
Article 14 is that any disposal of a 
natural resource for commercial 
use must be for revenue 
maximization, and thus by 
auction, is based on law nor on 
logic… besides legal logic, 
mandatory auction may be 
contrary to economic logic as 
well. Different resources may 
require different treatment.
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Supreme Court 
Observations

• Where revenue maximization 
is the object of a policy, 
being considered qua that 
resource at that point of time 
to  be the best way to 
subserve the common good, 
auction would be one of the 
preferable methods, though 
not the only method. 
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Supreme Court 
Observations

• Court cannot mandate one 
method to be followed in all 
facts and circumstances. 
Therefore, auction, an 
economic choice of disposal 
of natural resources, is not a 
constitutional mandate. 
[para 139, 144, 146] 4 [ 440 f, 
443-d; 444 B-D]
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Supreme 
Court says 

• in Conclusion, answer of 
this Court to the first set of 
five questions is that 
auctions are not the only 
permissible method for 
disposal of all natural of all 
natural resources across all 
sectors and in all 
circumstances. [ para 150] 
[444-f]
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MINOR MINERAL AUCTIONS 
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Minor Minerals are
DEVELOPMENT MINERALS 

DEVELOPMENT MINERALS 

67compiled by DR.C.H.RAO 
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HIGHLY UNSUCESSFUL IN ALL 
STATES EXCEPT RAJASTHAN

NO MINERAL EVIDENCE ACT FOR 
MINOR MINERALS 

BENGAL , JAHARKAND AND ORISSA 
HAS SOME  mineral EVIDENCE rules 

AUCTION ON THE VALUE OF DEAD 
RENTS  IN AP AND TELANGANA 

MINOR 
MINERA
L 
AUCTIO
N 



Why Minor Mineral Auctions are not possible? 

• The average size of a lessee across the minor mineral spectrum is 2.5 
to 3 hectares; 

• Prospecting is difficult; No ROI 

• Even states did not come out with Mineral evidence Acts barring 
Jharkhand, Bengal and Orissa; 

• Auction is a price discovery mechanism; 

• Auctions of minerals are failures across the states due to cartelization, 
price fixation, no upper cap on bidding; corruption; name sake e-
auctions; all are offline; 
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The biggest 
effect is death 
of mineral 
investigator 
and the 
mineral 
enterprise 

compiled by DR.C.H.RAO 75

Rural based micro and small enterprises 
are dead because the right of finding is 
gone, finders advantage is gone.  

auction kills small players –

Shut doors on small time investor; 
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UNIT ANDHRA PRADESH 
After G.O 42 RAJASTHAN TAMILNADU KARNATAKA TELENGANA 

MINERALS

AGATE MT MT 290 145 70 240
BALLCLAY MT MT 150 75 70

GREY BARYTES A GRADE MT 960 150 400
GREY BARYTES B GRADE MT 710 90 400 300

BARYTES Off Colour Other than Grey MT 1000 200
DIMENSIONALSTONE USEFUL FOR

MT 270
100

CUBES AND KERBS MT 100 150
DOLOMITE MT 200 130 75
LIMESTONE MT 180 65 130 70
SOAPSTONE MT 200

SLATE MT 350 120 45
BUILDING STONE M3 / MT MT 120 30 60 50

CALCITE MT 180 80
MICA CRUDE / SCRAP MT 500 625/150 2000

MARBLE M3 / MT MT 240 205 1000 100
QUARTZ MT 180 65 170

CHINACLAY MT 120 70 80
CLAY OTHERS MT 120 20

OCHER MT MT 120 45 24
WHITE SHALE MT 200

FELSPAR MT 200 90 110
FIRECLAY MT 120 80 20
GRAVEL MT 200 20

LATERITE MT 180 80 210
LIMEKANKAR MT 180 32 80
SARPENTINE MT -
QUARTZITE MT 180 90 75

SHALE MT 360 100 60
PYROPHYLLITE MT 400 100 200
ROADMETAL MT 120 46 50

BLAST BOULDERS MT 120 100
ORDINARY EARTH MT 60 25 26 40 20

SHALE MT 360
SILICASAND MT 200 90 120

STEATITE MT 200 100 70 40
GRANITE MT 1200

240 773
1000 FOR 

EXPORT/400*DOMESTIC 766
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• Prospecting of Granite or any other 
natural stone, identification of the 
deposits, assessments of its mine-
ability, marketability, the entire life 
cycle is primarily determined by the 
Private Investors only.

• The defining feature of dimension 
stone is that unlike other mineral 
commodities which have value mainly 
as a result of their physical properties, 
the physical properties of a rock are 
merely the minimum qualification in 
determining whether it is fit for use in 
dimension stone applications.
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End result !



FEMMI IS LEGALLY FIGHTING  
AGIANST AUCTION OF MINOR 

MINERALS 

• FEMMI is working 
Auctions 

• Filed writ petitions 
against auction 
policy in Andhra 
Pradesh and 
Telangana 21-12-2022 Dr.C.H.Rao, 20-12-2022, MEGECON HOSPETE



Conclusions 
•U n d e r  t h e  g r a b  o f  t r a n s p a re n c y  a n d  f a ir n e s s  

a n d  s o  c a lle d  o n lin e   e - a u c t io n  w h ic h  is  a  
f a c a d e  f o r  t h e  b u re a u c r a c y  t o  s u b v e r t  t h e  
s y s t e m   a n d  s e r v e  t h e  p o w e r f u l, m o n e y e d  
c la s s .  T h e re  is  n o  t r a n s p a re n c y  in  t h e  
s y s t e m . S y s t e m  is  c o r r u p t , in e f f ic ie n t  a n d  
o n ly  s u b - s e r v e  a  c la s s . N o n e  o f  t h e  s y s t e m s   
e f f e c t iv e ly  l iv e  u p  t o  t h e  c o n s t i t u t io n a l 
p ro v is io n s  o f  s e r v in g  c o m m o n - g o o d . 

•N e it h e r  G o v e r n m e n t s  n o r  In d u s t r y  is  
s a t is f ie d  a n d  t h e re f o re  a  lo n g , s u s t a in e d  

21-12-2022 Dr.C.H.Rao, 20-12-2022, MEGECON HOSPETE



Conclusions 
• I propose that all the MEAI Chapters 
simultaneously  shall send memorandums with 
examples on failed auctions from their chapter 
regions to MOM and PMO. 

•There  has to be a continuous  effort on the part 
of Civic society, stake holders and Associations. 
Change should begin with us. 

•We are the Change.

21-12-2022 Dr.C.H.Rao, 20-12-2022, MEGECON HOSPETE



Thank you.
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