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Foreword 
The mining sector in India is vast. It contributes 2.5% of the countryôs GDP. In 2017-18, the Ministry of Mines 

estimated that there were 1531 major mineral operational mines in the country. However, the mining sector is 

characterized by precarity. National Planning Commission data reveals that in 2010 total employment (both formal 

and informal) in the mining sector was 2.95 million ï amounting to a mere 0.6% of total employment in India. In 

addition to low employment rates, the mining sector exposes communities to hazardous substances, sudden loss of 

livelihood, contamination of the ecosystems, and irreparable damage to socio-cultural dynamics. One of the most 

pertinent questions is what the community gains in return for these social, economic, cultural and environmental 

miseries of mining. In this context, benefit sharing amongst members of mining affected communities is an important 

policy discussion.  

In the ñSamata vs. State of Andhra Pradeshò Judgment in 1997, the Supreme Court for the first time ruled that at least 

20% of the profits from mining operations should be set aside for the development of mining affected areas in the Vth 

Schedule states. In 2008, the Hoda Committee recommendations on the National Mineral Policy (NMP) 1993 ï and 

its consultations with Samata, mines, minerals and People (mm&P) and other civil society organizations ï led to the 

ñSustainable Development Framework (SDF)ò for the Indian Mining Sector in 2011. Principle 5 of the SDF, taking 

its cue from the Samata Judgment, deals with ñcommunity engagement, benefit sharing through District Mineral 

Foundation (DMF) and contribution to socio-economic developmentò. Following the SDF framework, in 2011, the 

central government introduced the Mines and Minerals (Development and Regulation) Bill, 2011 which provided for 

the establishment of DMFs. This revolutionary move was countered through the strong lobby of the Planning 

Commission and the mining companies and the Bill lapsed with the dissolution of 15th Lok Sabha in 2014. 

Subsequently in 2015 the central government introduced the MMDR Amendment Bill, 2015 which became an Act in 

March 2015. The 2015 Act retained the institution of DMF but diluted some of its important provisions.  

This report, entitled ñDistrict Mineral Foundation: Structural Concerns and Policy Recommendationsò, is an 

evaluation of the governance of DMFs, and whether they are able to fulfill their stated objectives. It comprehensively 

deals with the purpose of DMFs, their structure, implementation procedure, financing, utilization of funds, 

participation of stakeholders, audit and transparency. It provides detailed field-level evidence along with policy 

analysis to inform policymakers. From numerous interviews in the three states studied - Odisha, Karnataka, and Goa 

- the report details the views and considerations of various stakeholders: affected communities, civil servants, elected 

Members of Parliament, lawyers and civil society organizations. The research team behind the report includes 

members from international and national research institutions, grassroots practitioners, lawyers and members of 

community-based organizations, which makes the report far-reaching in its approach. The Report is thus an important 

source of information and a basis for dialogue between the affected community, civil society organizations, and 

policymakers. This research reminds us of the importance of collaboratively setting new norms and strengthening 

policy to accelerate positive impacts of mining on mining-affected communities. Collectively we can steer a new era 

of humane, just and equitable society. 

 

Ravi Rebbapragada 

Chairperson, mines, minerals and People (mm&P) and Executive Director, Samata  
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Executive Summary 
 

Indiaôs mineral resources are vast. It ranks third in the world in production of coal, 

fourth for iron ore, fifth for crude steel, and eighth for aluminum. Yet the benefits 

and harms from these resources are not evenly distributed. Mining-affected 

communities disproportionately bear the costs of mining, leading to an elevated risk 

of local conflict. In response, the Government of India has required that every mining 

district create District Mineral Foundations (DMFs), to distribute some of the 

revenue from mining to these communities.  

The DMF is today moving from policy to implementation at the local level. We thus 

researched the governance dimension of DMF implementation ï in particular, how 

local politics is shaping the expenditure that should benefit affected communities. 

Based on interviews with dozens of local community members, politicians, and 

mining company actors, we found that, while the DMF was envisaged as a 

participatory mechanism for affected communities to determine how funds should 

be spent, the reality was one of capture by local politicians, as well as a remarkable 

volume of unspent DMF funds.  

In particular we identified five major governance challenges: (i) how to identify the 

affected community, (ii) how to formalize and administer the DMF, (iii) how to 

ensure affected community participation in the governance of the DMF, (iv) how to 

ensure affected community participation in fund collection and expenditure, and (v) 

how to audit the DMF. We offer some lessons for policymakers, based in particular 

on interviews with community members: to promote DMF awareness, develop 

participatory mechanisms, combat disenchantment and bad perceptions of the DMF, 

ensure fund utilization, and develop robust governance frameworks for the DMF.  
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National Sectoral and Policy Context 

Indiaôs mineral resources are vast. It ranks third in the world in production of coal, fourth for iron 

ore, fifth for crude steel, and eighth for aluminum. The liberalization of the Indian economy in 

1991 transformed the mining sector and its political economy (Adduci 2012). The sector was 

wholly state-owned and run prior to structural adjustment reform; subsequently domestic and 

transnational private capital flowed in, contributing approximately $8 billion per year in foreign 

exchange to Indiaôs reserves, and $850 million per year to the treasury. With investment in and 

profitability of the sector came far-reaching social and ecological harm, Maoist insurgencies, 

violent conflict, land struggles, illegal mining, and legal disputes (Jewitt 2008; Lahiri-Dutt 2007; 

LahiriȤDutt 2004; Deb, Tiwari, and Lahiri-Dutt 2008). This liberalization profoundly transformed 

Indian political economy (Hoelscher, Miklian, and Vadlamannati 2012), as rentier politics 

supplanted older forms of neopatrimonial, caste, and kinship politics (Kale and Mazaheri 2014). 

Rentier politics is present at the subnational level in mining areas, as local officials ï in particular 

powerful District Collectors ï are increasingly tied to operational aspects of national and 

multinational mining companies, even as their access to central state resources waxes and wanes 

(Chandra 2015).  

This rentier politics distorts the distribution of benefits and harms that accrue from mining 

activities. The Economic Survey 2016-17 states that there is neither specific evidence to suggest a 

ñresource curseò in mineral rich areas in India, nor evidence to suggest that mineral wealth has 

been a boon to these areas either. The Survey states that Odisha has the highest per-capita mineral 

value but performs far below average on the governance indicators. The survey specifies that the 

gains in mineral rich states were not passed on equally to all the sections of the population and 

states that the affected scheduled tribe (ST) population has been the group most excluded from the 

benefits of extractive industries. NSSO data shows that between 1993-94 and 2011-12 the ST 

population saw a decline in poverty of only 17 percentage points, compared to the rest of the 

population, which saw a 31 percentage point decline. At the same time, according to the Annual 

Report of Ministry of Mines 2016-17, for the year 2015-2016 roughly 70% of mines were in Fifth 

Scheduled Area states. In other words, Scheduled Area states are bearing the costs of most of the 

mining activity in the country ï contributing about 90% of royalties accruing to the Central and 

State Governments ï while reaping few of the benefits.  
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Figure 1: vast grazing lands turned into mines. Villagers complain increasing cattle deaths due to falling in the 

mines 

As a means of ensuring that local mining-affected communities can directly claim a share of the 

mining revenues and profits in India, the Government of India introduced District Mineral 

Foundations (DMFs) in 2015. They were part of an Act of amendment to the Mines and Minerals 

(Development and Regulation) Act (MMDR) of 1957. The DMF is a non-profit statutory fund 

whose legal form is not fully prescribed. The MMDR amendment specified that DMFs should be 

established as a Trust (and indeed the Ministry of Mines has released a District Mineral Foundation 

Trust Deed), but it is not clear whether this is to be contained within a straightforward trust, a non-

profit body, a corporation, a special purpose vehicle, or the like. A DMF is required to be instituted 

in every Indian district affected by mining-related operations, and should "work for the interest 

and benefit of persons, and areas affected by mining-related operations". For leases issued before 

12-01-2015, companies should put 30% of the value of the royalty they pay to the state into the 

DMF; for those issued after 12-01-2015, the figure is 10%. The central government has in addition 

mandated the Pradhan Mantri Khanij Kshetra Kalyan Yojana (Prime Ministerôs Mineral Sector 

Welfare Scheme or PMKKKY) in September 2015 which is now linked to the DMF. PMKKKY 

is to be implemented through the funds accruing to the DMF. PMKKKY is seen as a framework 

for implementing a local DMF development plan. PMKKKY is entirely funded by the DMFs in 
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the districts and the governance of it is according to the guidelines issued by the Ministry of Mines 

through an order (detailed in the annex).  

According to relevant law and regulations, at least 60% of PMKKKY funds ought to be utilized 

for high priority areas for mining-affected communities, like: (i) drinking water supply; (ii) 

environmental preservation and pollution control measures; (iii) health care (iv) education; (v) 

welfare of women and children; (vi) welfare of aged and disabled people; (vii) skills development; 

and (viii) sanitation. The rest of the funds can then be utilized for inter alia: (i) physical 

infrastructure; (ii) irrigation; (iii) energy and watershed development; and (iv) any other measures 

for enhancing environmental quality in mining districts. Other than this, the law specifies little of 

the form and content of the DMF, which are left to the rules to be laid down by various state 

governments in a decentralized manner. (The relevant provisions are found in an annex at the end 

of this document.)  

In this context, it is clear that the success and failure of DMFs will turn on background local 

political conditions. At the same time, these conditions are particularly volatile in mining affected 

areas that are highly conflict prone and have witnessed not only violent resistance against land 

acquisition for mining companies but also prolonged armed insurgencies. DMF money has 

increased the stakes of local political power at the district level in mining areas. Indeed, as we 

show below, DMF money is often spent based on local political interests and bureaucratic will. In 

our research, we noted instances in Chhattisgarh and other parts of the country in which DMF 

money was used for election campaigning and to shore up vote banks.   

According to the data released by the Ministry of 

Mines, as of 2018, 21 states have constituted DMFs in 

mining affected districts. Approximately Rs. 23,606 

crores (around USD 3.4 billion) have been collected 

for DMFs (as on November 2018). About 46% of 

these funds are from major mineral licenses, 44% from 

coal and lignite mining, and the remaining 10% from 

minor minerals. According to official reports, of the 

total amount collected, only 24% has been committed for various development projects. Thus, 

surprisingly, vast sums of DMF funds seem to be lying unutilized with the state exchequer or may 

Total DMF Fund 

Collected 

- Rs. 23,606 Crores 

Total DMF Fund Spent 

- Rs. 5,726 Crores 
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have been diverted for other purposes. We can only speculate on the reasons for this in the absence 

of documentation or research. What seems clear is that communities ï and their local political 

representatives - are by and large ignorant of the DMF and its aims. Thus, there is little pressure 

from below for its adequate utilization. Moreover, what was also evident was that once companies 

have paid into the DMF they neither have a significant say in the management of DMF nor an 

interest in the proper disbursement of these funds. One reason for their disinterest could be that 

DMF funds are utilized for governmental schemes including PMKKKY and departmental projects. 

Moreover, there has been no outcome measurement of DMF funding, i.e. it is unclear how much 

and on what the allocated money has been spent. 

Another aspect of mining royalties related to DMF that came to light during our research is that 

according to the Ministry of Mines, more than 96,000 cases of illegal mining for major and minor 

minerals were reported in various states in 2016-17 alone. This accounts for more than 90% of 

total mining operations carried out in 2016-17. Funds collected under the DMF so far are based on 

declared revenues from legal mining only, meaning those communities impacted by mining may 

not meet the DMFôs tests for ñaffectedò communities. The extent of illegal mining needs to be 

given serious thought as it is causing considerable loss to the public exchequer as well as 

environmental degradation because of the depletion of natural resources without any benefit to the 

local community.  

All the above begs many questions. It will be important to understand how background subnational 

political conditions have shaped DMF implementation: 

- How are the affected communities who should benefit from the DMF identified?  

- How the DMF has been formalized, through what (participatory) mechanisms, and with 

what subsequent participation enshrined in that form? 

- What does ongoing community participation look like for the DMF and PMKKKY? 

- How are DMF funds collected and used? How the PMKKKY has been developed and 

implemented? What are the underlying political causes for the remarkable volume of 

unspent funds? 

- What sort of transparency and accountability governs DMF funds? 
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Study Design and Method 

This study sought to provide some preliminary answers to these questions, to offer direct policy 

input into the question of mining governance in India. The study focused on initial experiences 

with DMF implementation. The research methodology used for the study was multi-sited and 

qualitative. The research involved collection of both primary and secondary data. Secondary data 

included relevant laws, court case judgments, DMF documentation and reports, media reports and 

existing reports by researchers and NGOs on DMFs. This was followed by structured and semi-

structured interviews with actors ranging from National Commissions (including the National 

Commission for Scheduled Tribes), District Collectorates, members of the provincial Legislative 

Assemblies (MLAs), local politicians and bureaucrats of the concerned districts, Members of 

Parliament (MPs), line department offices, panchayat (village executive council) offices, civil 

society organizations and members of the affected communities. A list of interviews is contained 

in an annex at the end of this document. 

On the basis of intensity of mining, the presence of DMFs, existing access, and the ability to 

conduct robust research in a speedy fashion, the team chose three states to focus on: Karnataka, 

Goa and Odisha.  

In Karnataka, with a century-old history of mining, the team chose Bellary district as the research 

site. Bellary district has approximately 148 mines covering 10,598 hectares of land. The Indian 

Bureau of Mines in 2005 estimated that Bellary had a total iron-ore reserve of around 1148 million 

tonnes. Bellary thus became a hotspot of mining after the declaration of the 1993 National Mineral 

Policy. Mining in the district has had major negative impacts on the local environment, on forest 

cover, on agriculture, as well as on air and water pollution. 98 of the 148 mines operating in Bellary 

are in forest areas, and there has been a lack of adequate rehabilitation of abandoned mines. 

Between 2005 and 2011, mining companies extracted 1,791,766 tonnes of iron ore (much of it 

without legal permission), worth Rs. 163.28 crore, without necessary environmental clearances. 

Of the 73 companies in Karnataka checked in a 2011 audit by the Comptroller and Auditor General 

(CAG) of India, 20 were mining without consent from the Karnataka State Pollution Control Board.  

As a result of such impacts, the Supreme Court ruled to ban all mining in Bellary in 2014. 

Following the Supreme Court decision, the Karnataka Government formed a Special Purpose 
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Vehicle called the Karnataka Mining Environment Restoration Corporation (KMERC) in 2014. It 

began with initial capital of Rs 3,500 crores to benefit the people and environment affected by 

mining in three districts ð Bellary, Tumkur and Chitradurga. However, studies and testimonies 

of people in mining-affected areas have revealed discontent with the levels of KMERC spending, 

as well as how and on what the funds have been spent. It is in this existing institutional and political 

context that the DMF was established. Bellary district has collected approximately Rs 8000 lakhs 

for the DMF, a large part of which remains unspent according to our interviewees in the field. 

In Odisha, the team chose Sundargarh and Keonjhar districts. Odisha has rich mineral resources, 

including 28% of Indiaôs total iron ore deposits, 24% of its coal, 59% of its bauxite, and 98% of 

its chromite. Large scale mining in Sundargarh and Keonjharhas led to major social and 

environmental impacts. Indeed, in Keonjhar, the most-mined district in the state, 62% of the 

population lives below poverty line. In turn, there has been an at-times violent decade-long 

agitation by indigenous communities against iron ore mining in Khandadar hills (which span 

Sundargarh and Keonjhar), including by the Odisha Mining Corporation Ltd (OMCL), which 

entered the area in 2016. To mitigate the impacts of mining, the Odisha Government initiated a 

Special Purpose Vehicle (SPV) called the Odisha Mineral Bearing Area Development Corporation 

(OMBADC) with an initial capital of Rs. 818 Crores ï which has now increased to over Rs. 20,000 

crores. However, the work by the SPV is still on an ad-hoc basis and lacks transparency and 

accountability. In this context, the state established the DMF, which has collected Rs. 2,341 crores 

from Keonjhar and Rs. 1,125 crores from Sundargarh, which too remains to a large extent unspent.  

In Goa, the team chose North Goa and South Goa districts for study. Goa was prone to extensive 

legal and illegal iron ore mining in the period from 1993 to 2011 when the international boom in 

iron ore was at its peak. This led to serious environmental, social, economic and political impacts 

on mining-affected communities. A government commission established in 2010 to study mining 

in Goa (the Shah Commission) found significant violations of measures mandated in law to protect 

affected communities, including the Forest Conservation Act 1980, National Forest Policy 1988, 

Wildlife Act 1972, Water (Prevention and Control of Pollution) Act 1974, Air Act 1981, 

Environment Protection Act 1986 and Biodiversity Act 2002. The state government was thus 

forced in 2012 to issue a temporary suspension order affecting all iron ore mining activity in the 

state in 2012. The DMF was operationalized in the context of the suspension, so the total DMF 
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funds in Goa stand at only Rs. 186 crores. The Government of Goa is also pushing for revival of 

mining activities in Goa.  

Figure 2: Coal Mining in Odisha 

 

Figure 3: Villagers protesting in Goa against mining atrocities 
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Findings 

The DMF legal and regulatory framework contains a lot of vague language and ambiguity, and 

leaves much to implementation at the state and local levels. For example, in some areas of 

Sundargarh district in Odisha we were told that DMF funds were being used by local politicians 

for election expenses. And these politicians prevail upon local bureaucrats to disburse funds to 

mining contractors with close ties to politicians and who can help them mobilize votes.  

We thus found that the DMF has, to an important degree, been captured by local political elites, 

thereby exacerbating existing power asymmetries. This dynamic can be seen in Odisha, where the 

nexus between local politicians and bureaucrats seems to have led to a diversion of DMF funds for 

the Biju Pucca Ghar Yojana - a flagship housing scheme for the rural poor under the Government 

of Odisha, which does not cater to mining affected communities 

The research found that the political downsides of DMF ambiguity was most pronounced in: 

- Identification of ñaffected communityò  

- Participation of ñaffected communityò in DMF 

- DMF administration 

- DMF collection and utilization 

- DMF auditing 

We take each of these in turn, offering observations from the research, and resultant policy 

suggestions. 

IDENTIFICATION OF AF FECTED COMMUNITY  
The mining affected community and mining affected areas are not concretely defined in the DMF 

rules. The indirectly affected communities and areas are also not defined. Yet defining affected 

communities ï that is, identifying beneficiaries - is essential to the good functioning of the DMF. 

For an example of the challenge of identifying beneficiaries, take the example of truck owners in 

Goa, whose commercial interests have been adversely affected by the ban on mining. Do they 

constitute a community whose interests have been affected by mining such that they ought to be 

served by the DMF? How might these interests be squared against those of communities who are 

negatively affected by mining (and thus who might support the ban on mining)? And what of those 
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truck owners who also own or want to reclaim land in the mining area so that they can restart their 

agricultural activities ï should they be an affected community for the purposes of the DMF whether 

or not mining is restarted? 

Figure 4: Gram Sabha 

As the example shows, identifying affected communities is a complex and context-sensitive 

endeavor. Clear guidelines are important to help resolve this complexity. Yet right now, the 

relevant guidelines vaguely provide for identifying the affected areas and community. Identifying 

the community is thus left to local political discretion, leading to confusion at the implementation 

level. For example, the list of beneficiaries was not available for scrutiny in any of the districts 

that we surveyed. There is no clarity regarding what constitutes mining related activities. Decisions 

in this regard are completely left to the discretion of the district collector and local political 

representatives. The Gram Sabha has no role in this ï yet it would be the institution best-placed to 

apply rules regarding affected communities in a context-sensitive fashion. 

DMF ADMINISTRATION  

Once the affected community has been identified, the DMF should be established and registered 

to operate for their benefit. Registration is important: it establishes a governance structure, and a 

legal vehicle through which communities can trace the DMF funds and their expenditure, as well 

as hold decision-makers accountable. Yet we repeatedly observed that DMFs have often not been 

registered, whatever the institutional form they should take. Moreover, each state has a different 

procedure to establish the DMF - there is no uniform approach. Karnataka rules specify that DMF 
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needs to be registered under Karnataka Societies Registration Act, 1960. Goa and Odisha have no 

rules specifying the registration of DMF trust. 

Table 1: Spread of DMF Trusts 

 Goa Karnataka Odisha 

Total number of 

districts in which DMF 

Trust has been setup 

2 30 30 

Source: Ministry of Mines. 2019. "Transform Mining", Government of India, p. 2 

DMF is supposed to be governed by a DMF committee, which ought to play a role in implementing 

the PMKKKY. DMF rules in Goa, Karnataka and Odisha specify that the governing committee 

should meet regularly and a minimum quorum should be maintained. There are even funds 

available to establish and run these committees: the national-level DMF rules specify that up to 5% 

of the total funds collected under DMF can be used for administrative purposes (setting up offices, 

employing consultants, maintenance staff etc.). Yet we found that DMF Trust offices are not set 

up in many of the research districts, and when they are, they are due to the locations chosen not 

physically accessible to affected communities. In Keonjhar district in Odisha we observed that 

DMF offices were established far from mining affected areas, limiting local community access. 

Furthermore, DMF committees are often non-functional. A Right to Information query by activists 

yielded the reply by the district collectorate of Sundargarh that no DMF committee meeting had 

taken place in the whole year during 2018. 

PARTICIPATION OF ñAFFECTED COMMUNITYò IN DMF 

The DMF was envisaged by policymakers as a participatory mechanism through which affected 

communities could have a say in mitigating the effects of mining on their lives and livelihoods. 

This has not come to pass thus far, owing to weaknesses in affected community participation in 

DMF committees and the process of implementation of the PMKKKY. First, there is confusion 

and poor awareness regarding the DMF, among communities and local community representatives 

alike. Second, this is compounded by capture of the DMF committees by local powerbrokers, 

particularly local government actors. Third, where there is participation of community 
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representatives in DMF committees, we observed conflict between representatives. Finally, the 

DMF itself only gathers revenue from and tackles the effects of legal mining, which as noted above 

comprises a very small percentage of mining activity in India. Thus, communities have limited 

incentive to engage with and participate in the DMF, even if in absolute terms the amount of funds 

in the DMF is both sizeable and often unspent. 

First, our research found persistently low levels of awareness regarding the DMF at the local level 

ï indeed, our researchers participated in awareness-raising efforts, including local dissemination 

events and ensuring that the status of DMF implementation was raised in a parliamentary question. 

Furthermore, there is confusion at the local level in the minds of bureaucrats, activists and 

communities alike between the purpose, funding and procedures of the DMFs, and Special Purpose 

Vehicles (SPV) created just a few years earlier like the Odisha Mineral Bearing Area Development 

Corporation (OMBADC) and the Karnataka Mining Environment Restoration Corporation 

(KMERC) with relatively large capital inputs from the state. 

Figure 5: trucks carrying ore passing through the agricultural fields 

Second, while DMF committees have been established in some of the research districts, they do 

not demonstrate participatory governance ï in particular by marginalizing representatives of the 
























































