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LOK SABHA
Friday, June 2, 1967/Jyaistha 12, 1889
(Saka)

—

The Lok Sabha met at Eleven of the
Clock.

[Mgr. SPeaxEn in the Chair]
ORAL ANSWERS TO QUESTIONS

Loss in Hindastan Steel Lid

*241, Shri Baburao Patel: Will the
Minister of Steel, Mines and Metals
be pleased to state:

(a) whether Hindustan Steel Lid,
in spite of a total investment of Rs.
10285 crores has shown a loss of Rs.
$9.3 crores for the period ending
March, 1966;

(b) the reasons for this continuing
loss in spite of expert guidance from

(d) if so, when; and
(e) if not, the reasans therefor?

The Minigter of Steel, Mines and
Melals (Dr. Chenna Reddy): (a) to
(o). A gtatement is laid on the Table
of the House.
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Company earned groas profits in all
the other years it has been operating.
The cumulative net loss was incurred
due to the Company providing, out of
the gross profits, for depreciation and
interest charges of approximately
Rs. 254 crores. The depreciation and
interest accruals are an important
contribution to Plan resources. The
Company also earned net profits
during 106465 and 10685-86, when
production in the one-million tonne
stages of the three planis had achieved
a measure of stability.

(b) The losses in the earlier years
were mainly due to the production
being below the rated capacity as the
new plants progressively achieved
higher capacity utilisation. This was
coupled with heavy capital overhead
charges of depreciation and interest.
The prices of gteel were also pegged
by Government under the system of
steel control. During the last finan-
cial year, the fall in internal demand
reduced despatches and therefore
profit.

(c), (d) and (e). The major factor
which would increase profits is a
reduction in the cost of production.
This has been investigated in detail
very recently by a Committee headed
by Shri Harekrushna Mahatab. The
recommendations of the Committee
are being implemented and should
have their impact in due course. In

example the Pande Committee which
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The Company are also vigorously pur-
suing the development of sales in the
country and expanding their export
effort to offset the fall in profits due
to the present fall in demand. Further
investigation does not, therefore,
appear neccssary at this stage.

Sbri Baburao Patel: If Tata Steel,
u concern jn the private sector can
consistently pay good dividends for
years, why should Hindusian Steel, a
public sector concern with a capital
of Rs. 1,028 crores and a floating loan
of Rs. 500 crores, be consistently
showing a loss?

Dr. Chenna Reddy: It is not basi-
cally correct that HSL ix showing a
loss constantly, because net profits
have been made from 1963-64 on-
wards. Initially it had te run under
a loss because of saveral factors
including the fact that capacity was
more and capital investment per ton
capacity of production was much more
than what is available jn 11SCO nr
‘Taias.

Shri Baburao Patel: The former
Finance Minister, Mr. T. T. Krishna-
machari, had onee boasted that one
day the Indian rupec would be backed
by steel instead of by gold. But today
the rupee is devaluated and our steel
plants are loring money, Durgapur
Steel plant, the privale ostate of
various ivory-tower Chatterjees, is on
the verge of closing down according
to newspaper reports.

Dr. Chenna Reddy: It is not true.

8hri Baburao Patel: Its products
are not being sold and the plant has
no money to pay its wage bill of Rs. 75
lakhs. The closing down of the plant
will affect the lives of 25,000 families,
who will be thrown in the streets, I
would like to know whether Govern-
ment propote to close down the
Durgapur plant and save us from the
unpleasant duty of asking incon-
venient questions.

Dr. Chenna Reddy: The hon. Mem-
ber has a certain basic misunder-
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standing about the entire pasition. I
would like to clarify it. As I said,
the basic cost block of Tisco is Rs. 1,178
per ton while in HSL it is Rs. 2,600,
That is an important factor. In IISCO
it is less than Rs. §50 per ton of sale-
able steel. This is an important
matter. The private companies were
formed much earlier, before the second
World War when the cost of acquisi-
tion, machinery, land, plant and
everything was comparatively much
cheaper than in the case of HSL.
Secondly, becausc of increased price,
the current rate of depreciation is of
the order of about Rs. 42 crores per
vear and the interest is Rs. 18 crores.
Upto 1965-66, the total amount of
depreciation and  interest comes to
Rs. 254 crores, which is an important
econtribution to plan resources. This
is also a basic factor. In 1964-65, the
total profits of HSL amount to
Rs 18492 million and in 19635-66
Rs. 16.65 million. In this way, 1f we
take the total up to 1964—1066, it Is
only the cumulative loss and not loss
per year. In addition, as against the
private sector, there is a general feel-
tng in this country that HSL being a
public sector undertaking the work
costs are much more and therefore
the losses are there. I would like to
clarify that position also giving figures
of work cost in each plant. The
Mahatab Committee’'s Report. ...

An hon. Member: Sir, this is not
a half-an-hour discussion.

Mr. Speaker: 1 can understand that.

An hon. Member: Is he answering
a guestion or making a stetement?

Shri Surendranath Dwivedy: BSir,
the reply may be long but it is neces-
sary becsuse an allegation hss been
made that this public sector industry
is not doing well compared to the
trivate sector industry. He is only
giving us facts and figures,

Mr. Speaker: But let it be short.

Dr. Cheana Reddy; Bir, I will only
#ive one more fgure. The working
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<ost of ingot steel per ton in 1984-65
as was established by the report of
the Mahsatab Committee works out to:
Tatas—Rs. 247, IISCO's—Rs. 246,
Durgapur—Rs, 227, which is stated to
be on the verge of collapse by the
bon. Member; Bhilai—Rs. 235 and
Rourkela—Rs. 233. In all the three
steel plants the working cost is much
cheaper than the two private sector
undertakings. (Interruptions).
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Shr{ Virendrakumar Shah: Sir, in
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the trend of market position in the
year 1968-67 and (b) the trend for
the current year?

Dr. Chenna Reddy: That is a fact,
because in 1965-66 as a result of the
disturbance in the general national
economy due to Indo-Pakistan conflict
or consequent recession in the market
this has happened. For example, 1
may state that in Bhilai the total
estimated capacity of rail production
was five lakh tons whereas the rail-
ways were only able to placte an order
for 225 lakh tons. Therefore, it
became necessary to change the pro-
duction and go in for hillets where
the price was much lower than what
we would work with.

Shri Virendrakumar Shah: I asked
about the trend of market in 19686-67
and also the current year.

Dr. Chenna Reddy: The trend in
the current year has not yet improv-
¢d. After the recent de-control that
we have done we expect that in cer-
tain commodities in which the prices
have been slightly increased and
where the cost of production was
much higher, it will help improve-
ment of! the production and we hope
that the market trend after the next
two or three months will improve.

Shri Chintamani Panigrahi: May I
know whether the public sector steel
mills have the freedom of pricing their
own products as the Tatas have got?

Dr. Chenna Reddy: There is prac-
tically not much of difference. In spite
of de-control in 1964 the prices in
the market are almost controlled and
there iz uniformity in the prices,
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“¢c), (d) and (e). The major
factor which would increase pro-
fits is a reduction in the cost of
production. ‘This has been investi-
gated in detail very recently by

are being implemented and should
have their impact in due course.”
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Mr. Bpeaker: That is a different
question.
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Dr. Chemna Reddy: Unfortunately,
1 have not come across that.

Mr, Speaker: Shri Kothari,

Some hon, Members rose—

Mr, Speaker: When ten people get
up only one can get a chance. I can-
not ask ten people to ask a question
at the same time. We have spent
15 minutes on this question and § shall
be going to the next question. Shri
Kothari.

Shri 5. 8, Kothari: One of the
reasons why interest charges are high
is that the block is excessive, parti-
cularly because of higher cost and
because there was a certain element
of wastage when that block was built
up. But besides that at present there
are inventory accumulations. Will
you kindly be looking into that aspech
because the general feeling is thad
inventory accumulations in the publie
sector undertakings as & whole and
particularly in Hindustan Steel
Limited are particularly high? The
inventory accumulation with regard
to finished products is also high





