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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been 
.authorised by the Committee to submit ~he Report on their behalf, 
present this Thirtieth Report on Bhilai Steel Plant of Hindustan 
Steel Limited.' 

2 .• This report is based on the examination of the working of 
the Bhilai Steel Plant upto ihe year ending 31st Marc~, 1965. The 
Committee took the evidence of the representatives of Hindustm 
Steel Limited on the 16th, 17th and 19th February, 1966 and of the 
representatives of the Ministry of Iron and Steel on the 24th Feb-
ruary, 1966. The report was adopted by the Committee on the 16th 
April, 1966. 

3. The Committee wish to express their thanks to the Officers 
of the Ministry of Iron and Steel and the Hindustan Steel Ltd., for 
placing before them the material and information that they wanted 
in connection with .their examination. They also wish to express 
their thanks to the non-official organisations/individuals who, on 
request from the Coml]littee, fUl'IIlished their views on the working 
tlIf the Steel Plant. 

4. The Committee also place on record their appreciatioJl of the 
assjstance rendered to them in connection with the examblatioo of 
Audit Paras pertaining to the Bhilai Steel Plant, by the Comptroller 
and Auditor General of India. ' 

NEW DJ:uu; 

April 21, 1966. 
Vaisakha 1, 1888 (8). 

D.N. TIWARY 

Chairman, 
Committee on Public Undertaking •• 

(v) 
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FltSToRICALBACKGROUNO' 

Towards the middle of 1954, the Soviet Government :~::ionCoJ... 
showed interest in collaborating for the setting up of a . 
steel plant. On 10th September, 1954 the Production 
Committee of the Cabinet decided that an invitation 
should be extended to the Soviet Government to send a 
team of specialists to India to study tl)e question of set-
ting up a steel plant with their assistance. 

2. The Russian. team, after visiting all the principal 
sites proposed for location of the steel works, submitted 
a Preliminary Project Report on the 13th January, 1955. 
The Report was examined by Indian" experts and was 
approved by the Cabinet on the 27th January, 1955. An 
inter-governmental agreement was, entered into on the 
2nd February, 1955 with the U.S.S.R. for setting up a 
modem integrated iron and steel plant at Bhilai, with an 
initial capacity of 1 million tonne of ingots or 7'5 lakh 
tonnes of finished rolled steel products, including rails and 
sleepers, and 3 lakh tonnes of foundry pig iron. 

3. The agreement provided that the U.S.S.R. Govern-
ment would be responsible for the preparation of a Detail-
ed Project Report and working drawings. They were to 
supply the plant, machinery and equipment and provide 
technical supervision for the construction, erection, ins-
tallation and commissioning of the plant, machinery and 
equipment. They were also responsible for their perfor-
mance according to the stated capacities. The agreement 
also stipulated that Indian personnel would be trained in 
the U.S.S.R. and that all possible assistance would be 
given in training of personnel in India. Under the agree-
ment, the Government of India assumed the responsibility 
for the preparation of the plant site, construction of build-
ings, roads, railway tracks, planning and construction of 
township, procurement of construction materials, etc. 

4. The Detailed Project Report of the Plant was sub- subml8lion 
mitted by the Russians on the 9th December, 1955. A and approw I 
team of Soviet Experts came to India to explain the Re- of DOiaiIed 
port and to clarify the technical points. The report was = 
examined by Government with the au1stance of their . 
consulting engineers (MIs. International Construction Co.) 
and a team of Indian experts from TISCO, nsco, the 
Iron and Steel Controller, and the Central Water anrl 
Power Commission. Acceptance of the D.P.R. was com-

I 
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municated to the U.S.S.R. on the 8th March, 1956. The 
order for the Plant was placed in April, 1956. 

5. Initially all matters relating to the setting up of the 
Plant were handled by the Government of India directly. 
On 1st April, 1957, the execution and operation of th~ 
Plant was entrusted to the Hindustan Steel Limited. 



D 
CONSTRUCTION AND COMMISSIONING 

6. A statement showing the tentative s~edule as envi-
saged in the Detailed Project Report, the revised schedule, 
and actual dates of commissioning of various units of the 
one million tonne plant. is given ip Appendix I. 

7. It will be seen from the statement that a number of 
units, viz. Coke Oven Batteries Nos. 2 and 3; Sintering 
Machines Nos. 1 & 2; Blast Furnace No.3; Open Hearth 
Furnaces ~os. 2, 4, 5 anti 6, and Merchant Mill were com-
pleted more than a year after the tentative dates envisag-
ed in the Detailed Project Report. Delay of 17 and 22 
months occurred in the case of Rail and Structural Mills 
respectively. 

8. The major reasons assigned for delay in the cOlnmis- Reuons fer: 
sioning of the various units are- del.,. . 

. (i) civil engineering works were started only in 
early 1957 as the approximate volumes of work 
for tendering were made available by the 
Soviet Experts only in the middle of 1956; 

(ii) in the absence of suitable contractual agencies, 
all the electrical instrumentation, 90 per cent 
of mechanical erection, 50 per cent of refractory 
works, 30 per cent structural erection and the 
entire railways were to be done departmentally. 
The departmental engineers were fresh, the 
workers were untrained and the labour force 
unskilled; 

(iii) non-receipt of equipment and other materiala 
at site; 

(iv) scarcity of raw materials due to non-availability 
of wagons; and 

(v) difficulty in. obtaining matchinR steel which de-
layed the fabrication of steel structures and 
non-standard equipment. 

-9. The Committee were informed that a Project Report 
by outside agencies, by its very nature, is not final. Seve-
ral points are to be tied up before it is implemented. 
Assumptions n:ulde by designers have to be tested on the 
spot and c~ according to requirements. The target. 
given in the ·ProJect Report are tentative which is a part 
of the exercise of designing. It is, therefore, not correct 

3 
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to use it as a bench-mark for 'assessin2 loss in production 
though it is valuable for drawing lessons and reducing 
time where possible. The time taken for consideration 
of a first prolecl report of its kind as that of a steel plant, 
is naturally ~ dwe ,to leek of 'e'Xperienee. Similarly 
the time taken on execution, which depends on timely 
receipt efdrawings, fa'bricated Struc:!tl.ttes anci efluipmelOlt, 
wHlnOt b~ tlhe Mme as in the 'Ptoj et't Report. 'l'he as-
sumptions rega'l'ding indige'nous availability of supplies 
cannot be aceut'a'te. tJ."h~is, therefore, always a pro-
grammed date of commissionin.,{. as distinguished from the 
date giVen in the Project Report.' This is a better bencll-
mark for com~tive pttrposes. 

110. T-he COl'llmittee, however, notice that the revised 
schedule for c~rrimissioning, which was more liberal than 
the schedUle in the project report could also not be ad-
beted to Imd furilmr delays ranging between 1 to 7 months 
occurred in most of the units. The over all delay in the 
integrated working of the plant was over one year. 

11. The estimated loss tnprodttc'tion due to the delays 
in -the completion of tile various lUlitshas been indicated 
in. the statement at Appendix I. According to these figur-
es 'the loss of production of gl'oss coke was 10 lakh tonnes, 
ingot steel 10.6 lakhs tonnes, and blooms 8.5 lakhs tonnes. 
The Plant has stated that it was a theoretical loss, as many 
factors like availability of raw materials, stores and sup-
pli~ on time have been assumed. Be that as it may, the 
"lasseS1' are su.bstantial .and, 'gi\'e 811 indication of the 
eftect '01 delatY'S 'in 'the 'completioll of the Plant. 

12. W_Ie some delays could be e:rpected ewing to the 
look of experienCe in setting up a complex project like a 
steel plant, the Committee feel that delays of o~er a year
can hardly be justified. 



m 
EXPANSION OF:PL~NT 

A. ~ .. ~ f02·J;lWllItCm ~ 
'1'3. The. Bhilai Steel Plant is 'presently being expanded AFeemCDt 

'to a. production capa'Ci ty of 2.5 million. torines of ingots· per :::n~f~r 
attnum. In ptirll~ance of the Agreement between the Gov~ expanlioDo 
ernment Of IndIa and the Government of the U.s.S.a. 
'dated the 12th ~ptember, 1959 and the additional Agree,.. 
ment dated the 12th February, 1960, a contract was con-
cluded On the 16th August, 1960 between V /0 Tyazhpr~ 
mexport and the Hindustan Steel Ltd. for the preparation 
of Detailed Project Report for the expansion of the Bhilai 
Steel Plant to a rated capacity of 2.5 million tonnes of 
ingot steel per annum. The D.P;R. was submitted by the 
'U:S.S.R. authorities in June, 1961. It was examined by 
a Technical Committee and a Memorandum of Acceptance 
wa.s drawn up by H.S.L. and 'referred. to Govern-
ment fot approval on the 4th November, 1961. Govern-
ment's approvallJf the D.P.R. was communicated to H.S.L. 
on the 25th November, 1961. Ordetsfor :plant and eqUip-
ment for expansion were placed in February, 1962. 

14. According to the original schedule, the Plant expan- ~elay.. ia, 
'tied to2~5 'million tonne capacity, wasexpeated to be com- Xpanll0a. 
missionedby the end of 1965. However, upto November, 
1965 only the following units could be commissioned:--

1. Cdke OV'ehBattery No.4. 
2. Blast Furnace No.4 
3. Open Hearth Furnaces Nos. 7 & 8. 
'4. Blooming Mtll-Soaking Pit Group Nos. 6 & 7. 
'5. Billet Mill-Cooling Beds 
6. Merchant' Mill-Reheating Furnace 
7. Auxiliaty Shops~mpressor Nos. 1 & '2.' 
8. Slag Processing Plant-GranuJation Plant and 
. Aggregate Crushing Plant. 

. 9. Power and Biow1ng ~tion-Turbo Generator No. 
3, Tul'bo'BWwer·NO.~5 &~BoilerNo"4. ' 

U: }\o sfttement, Sh6Wirtg '(if original and revised (where 
fixed) scl\'ed\.tIes ofcdhtnti$Sidriing in respect of the Units 
~ing set\i~~ the e?'f'art,~Oh'ptogramm~; (iI) actual dates 
of commi'SS1dn.1ng'fn· regard to ·tbe . Utitts completed upto 
M>vembi!r, ~965; ,~~a.; (i,H). ·actual/ant~ipated:4el.y in eaCh 
~se oter' theorlgtnal sd1e\iule, is given at ApperidtxII. 

5 
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HI. It will be seen from the statement that delays rang-
ing from 4 to 17 months occurred in respect of units com-
pleted up to November, 1965. In respect of the units yet 
to be completed, delays ranging from 5 to 23 months were 
anticipated according to the Schedule of Commissioning 
revised in AU6Ust, 1965. 

Reaone for 17. The reasons assigned for these delays are: (i) late 
. delays. receipt of civil, structurai, mechanical and electrical draw-

ings from the USSR, (ii) delay. due to, non-availability .. ?f 
tested quality plates and matchmg structural steel, (lll) 
late receipt of fabricated structures from the USSR and 
from indigenous fabricators, (iv) delay in receipt of me-
chanical and electrical eqUipment both from the USSR and 
from indigenous suppliers, andfinaHy (v) delay in construc-
tion work. 

18. The General Manager of the Plant stated during 
.evidence that the difficulty 'in getting the proper type of 
"teel delayed the construction schedule by 8 months to a 
year. In most cases the -delay has either been in moving of 
the steel or the structures being not supplied in time. The 
Hindustan Steel· Ltd. booked the necessary capacity of the 
Indian structural firms as far back as 1960. The work was 
.to be done in 1962/1963. Unfortunately the steel was not 
available in time. In 1963, out of the 30,000 tonnes of steel 
required 14,000 tonnes had not been moved to the proper 
places. On a complete review of the position it was found 
that it would not be possible to obtain about 500 tonnes of 
steel within the country. This quantity had, therefore, to 
be imported from Russia. It took some time to obtain 
the sanction from the Government of India for importing 
this steel. Difficulty was also experienced in obtaining 
Russian stores in time. The Indian fabricators too were also 
not able to supply the structures in time. When asked as 
to why compensation was not claimed for late delivery of 
equipment ad structures, it was stated that there was no 
penalty clause in the cod1ract with the Russians. In so far 

. as the Indian fabricators were concerned, the fault was that 
of the Plant in not being able to supply them the steel in 
.time. 

19. The Committee do not comider thctt the difficultiea 
mentioned in paras 17 & 18 were u.nsurmou.n.table and be-
yond tM control of the Plant au.thorities. Difficulties like 
delays in obtaining steel and hctvtng to import it as a. Za.st 
resort had arisen in the CO'Mtruction. &j the one million 
tonne plant 4lso. It thus appear. that the experience of the 
one minion tonne· stage was not u.tilised to avoid simi-
lar ditJicu.Ities du.ring the present expG'Mion. It is cLear 

.that the anticipation of steel su.pplies waincon-ect. That 
thi! should happen w1ien the production capacity of each 
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steel plant was known, when ~st of the ateeZ re9u~recl. wa, 
produced in the Plants of the Htndustan Steel Limtted, and 
when all the steeZ required is distributed by the H.S.L. to 
the tXZ.rious consumers on the basis of fixed priorities, is a 
matter of serious ·concern. It was 0011/ in 1963, when all the 
steel should have re~hed the fabricators that it was. dis
covered that 5000 tonnes of steel would not be available in 
the ccruntry and would have to be imported. The Commit
tee regret to observe that there was lack of fcwesight and 
vigilance in this regard. It is hoped that greater care 
would be taken in this matter in the next expansion pro
gramme. 

20. One matter which was raised during the discussion Procedullt .. 
on this subject was the procedural del83" which deJa,... 
took place between the decision to import 5000 to.nnes of 
steel and the actual issue of sanction for this purpose by 
Government. The General Manager. of the Bhilai Steel 
Plant during the course of his evidence stated as follows:-

"Itis all really a question of short circuiting some of 
the number of people involved. Twelve differ-
ent organisations used to consider this issue. It 
would come from the Plant to the Iron and Steel 
Controller; ami from him it will go to the Steel 
Ministry; from there to the Min. of Finance' (Ex-
penditure); from there to the Min. of Economic 
Affairs; from there to. the Min. of Industry in the 
Development Wing side for clearance and lastly 
it comes to import Licensing side f!)r bnport 
licence. If anywhere a brake is put in and one 
week is taken to decide about a very simple pro-
posal there will be delay to that extent. The real 
need is to cut down the number of people invol-
ved on this". " 

21. The Committee have already referred to the need 
for simplifying the procedure relating to sanctioning of for
eign exchange "and import licences for public undertakings 
in para *127 of their Thirteenth Report on Management And 
Administration of Public Undertakings. They Bug"gest that 
the procedure in thi.'1 regard should be simp!ified. 

·"127. If has not been possible fOT the Committee to examiM 
the procedure Tegarding sanctioning of f01'eigTi exchange but from 
the above instances it is otrviotu that the existing procedure hal 
hindered thetimel1l completion of project.. The Committee under-
tand that the J)1'ocecture /01' relea.e Of foreifl!': exchange h/U been 
enquired into b1l the 'V. K. R. V. Rao Commlttee on the Utililaticm. 
Of F01'eign Aid and the Stud1l Team on the working· of tlwl 
D.G.T.D. The Committee tnut that in the light of the Tecom-· 
menciatioM made b1l the,e bodie. the proceduTe Telating to the 
.ancnOn of f01'eign exchange for the public unclertaking. will b4!' 
8implijied." 
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~2. It has to be mentioned in this connection that the 
origina.l schedule of cOtnIni~Qning of the 2.5 M.T. elFpan~ion 
was revised 6 times, within a period of 2 years, Rea.hstic 
estim~tion of completion targets is ~88ential but such 
Rvis.iPns should not be made every time a delay occurs. 
once a time-sch.edul~ is prepared, all effort's s1iould 'be miufe 
to fu.lft! the targets in time. 

:e. ~paDSi~ .... to 3,5 ~~ tC)llDes 

23, Proposals for further expansion of the Bhilai Steel 
Plant to approximately 3.5 million tonnes of ingot steel per 
annum capacity during the Fourth Plan period are in hand. 
With a view to immediately increasing the production of 
found,ry ~rade pig i,ron, the sixth Blast Furnace and anci-
l,aq faclli,ties are being installed earlier, The Deta,iled 
Project !taport of the 6th: Blast Furnace complev has alrea-
dy b:e~n prepared. Gove~n.ment has fixed the third quarter 
of 19,67 as the date for tile completion of this work. 
Ouring evidence, the representative of the Pla:I:lt inform~ 
'the Committee that the foundation work w~ nearing com-
pletion a.nd if the equipment came in time, it would be 
p0.!lsible to commissiol), the Blast FUl1)ace towards the end 
6~ 1967. 

Delay in ' 24. Except for the sixth Blast Furnace complex, the 
the prepara- lie1ails of the furtmer expansion of the Bhilai Steel Plant 
.don Of in the Fourth Fiv.e Year Plan period have not 'been finalis-
D. P. R. .for ad. U is o};)smved in the aase of the Durgapur and the "fS:ufJ:.ak1rlg Bourkebl Steel Plants that tnese details have been finalis-

• eid~ ;' ,The Detailed. Project Rep,ort in th, case of the 
Durgapur- Steel Plant has been comp¢eted. 

~5,. Two reasons have beem advanced for the delay in 
tqe rreparation of Detailed Project Report of the Bhilai 
Stee . Plant. The first is that Government was not sure 
of the source from which credit would be obtained for the 
expansion. When this matte~ wa~settled, negotiations 
were started with the U.S.S.R. regarding the nature and 
scope of expansion. The Design Cell of the Bbila! Steel 
Plant had preparecl a feasibility l'eport on the expaaliOll 
anel this was under discussion witl:a tJae RQ,ssian.s. ~ 
seoond l'tUlSGll for tlle del~ is that Ulen were several 
points o1dis,gree~t witll the Russian mainly about 
the size of the various uAits included in the expansion pro-
posals of the Design Cell due to limitation of credit. Not 
m,uch progress h. ~d been made in the ~tter of finalising 
~ deu,ils of the Project. 

26. The CotrIil'Ilittee Mpe ~h4t it wi,n be possible to ~ 
NIf the d •• ib at 1I'Ao eBftly da.te and ta.ke up tbe prep"'Tation 
01 the Detai.~ P-ro;ect R'epon tpUhout wrth,e-r de~y. T~ 
BhiUri Steel ptpt ~ a1r,a4,.11 bebln4 tkt qbher two P~nts 
i", this 1IlI4tter and tbe Com.miitce hope that U wiZlmak~ 

. all «!fort. to regain the lost ~.. . 
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27. The percentages of indigenous content of equip- Indigenous 
ment, structures and refractories as has been achieved coD~tT·t 
at 1 M.T. stage and as will be achieved at 2.5 and 3.5 ~Jge' • 
-mililon tonne stages are ~ven below- . 

1 M.T. 2·5 M .T . 3·5 M .T . 
Item stage stage stage 

~----

Equiprtt-ent 12% 23% 58% 

Structures 22% 29% 100% 

Refractories 7% 44% 88% 

28. The Committee were informed that by the end of 
the Fifth Plan it would be possible to manufacture most 
-of the equipment required for steel plants indigenously. 
It might still be necessary to use a certain quantity of 
foreign components which were either of a very sophis-
tieate.d nature or of such infrequent use that it would not 
be worth while manufacturing them in the country. 

29. The Committee think that the pTogress in develOp
ing manufacturing capacity in respect of equipment lt48 
been rather slow. To achieve indigenous equipment, to 
the extent of 58 per cent at the S.5 M. T. e.rp(lnsWn ~tage 

_ is not sa.tisfactory. The Committe. hope that duri11q tJ\e 
Fourth Plan perWd ClCerit1'4tec/. WOlJ1'88S in thoi$ "esa1'd 
W()utd be made. The -object s~ be to $e'l 14P a StMl 
Plant with whoUy indige~~ eqt.(lipmen$ ~d know-how. 



.... l0III for 
tlIortraIJ. 

IV 
PRODUCTION 

A. Fall In ProduetiOD 

30. The following Table shows the actual production. 
of the Plant during the years 1963-64 and 19M-65:-

Products 

Hot metal 

Steel Ingots 

Ingots Rolled 

(Figures in lakh tonnes) 
-------------------

Percentage 
1963-64 of rated 

capacity 

13·95 

II ·33 

II ·21 112 ·1 

Percentage 
1964-65 of rated 

capacity 

10·54 105·" 

II .38 113.8 

--- ---'---------- ---------- -
31. It will be seen that the level of production of hot 

metal and steel ingots which was attained in 1963-64 
could not be maintained in 1964-65. Whil~ the production 
of hot metal and steel ingots were 116.7 per cent and 113.3: 
per cent respectively of the rated capacity in 1963-64, it 
came down to 105 per cent and 105.4 per cent respectively 
in 1964-65. 

32. The Committee were informed that the main reason 
for the shortfall was the fact· that 1964-65 was the peak 
period for expansion of the Plant to 2.5 million tonne ingot 
capacity. Work in many Departments had either to be 
deliberately stopped or slowed down, to facilitate the pro-
gress of construction. The second main reason was inor-
dinate strain on the internal transport system, which had 
to carry the load both of operation and construction besides 
circumlocutory movements necessitated by blocking of the 
shortest available routes .. 

33. So far as the latter reason is concerned, the Com-
mittee note that in 1964-65, the plant and machinery could 
not be utilized for the period indicated below due to short-
age of raw materials arising from traftlc bottlenecks. 

10 
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----.. -------:-~----..,.----------
Unit 

(I) Sintering Plant 
(2) Blo:)mi: 19 and Billet Mills 
(3) Merchant Mill 

No. of hours lost 

2022 

1971 
IIlO 

----- ._---_ .. _---
34. When the Committee asked for details of strain on 

the internal transport system, they were informed that 
the Plant purchased 37 Russjan Diesel Locomotives during 
the one million tonne stage. These locomotives were 
found unsatisfactory and spare parts had constantly to be 
obtained from Russia for their repairs. The maintenance 
cost of these locomotives was also extremely high ie. 
Rs. 80,000 per annum as compared to Rs. 13,000 per annum 
for other locomotives. The operational efficiency of these 
locomotives was also low. For the 2.5 M.T. expansion 
stage the Plant refused to purchase these locomotives. As 
the U.S.S.R. were giving credit for these locomotives, the 
choice was confined to coun.tries approved by the Russit.ns. 
Ultimately 19 locomotives were ordered from Czechoslova-
kia. The negotiations took some time and the locomotives 
arrived about a year after the requirement. These were 
assembled and made operational only by the end of 1965. 

35. It will be seen that production was affected during 
the expansion stage mainly due to late receipt of Ihe loco
motives. The Plant was aware that the Russian locomo
tives were ineffective and extremely expensive to mainlain. 
Therefore, negotiations should have been. carried out with 
the Russians from the beginning to find an alternative 
source for the locomotives. It is mainly due to failure to 
initiate timely action for the purchase of locomotives that 
the production Buffered to that extent. 

36. The ·Committee were in this connection informed 
that the transport bottleneck would continue as long as 
the defects in the Russians locomotives are not rectified. 
It is understood that efforts are being made to replace th~ 
engines 'of these locomotives. The Committee are un-
happy with the present state of affairs both on account of 
the bottleneck which, these locomotives are creating and 
on account of the very high cost of their maintenance. 
Both these factors are having an adverse effect on the 
cost of production and it is necessary to take,. urgent 
measures to rectify the situation. The Committee recom
mend that the efforts to replace the engines of these loco
motive, should be expedited. The Railway BOltTd should 
also be consulted· for expert advice on the subject 11 not 
already done. 
227 L.S.S.-2. 

Locomo-
tivea. 
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B. Rejections of raUs 
37. Of all the mills, the percentages of rejections in 

the Rails mill were the highest. The figure for the last 
3 years are given below:-.:.. 

--- -----_. _ .. _---_ .. ,----
Item. 1962-63 1963-64 1964-65 

Rejections Percen- Re;ec- Percen- Rejec- Percen-
in tonnes. tage' of tions tage of tions tage of 

reicc- in ton- rejec- in ton- rejec-
tions. nes. tiona. nes. tionl. 

Raila: 
(0 90 lbt. 9.096 9·3 1299S 10.2 8,581) 12·4· 

(ii) lOS Iba. 17.878 12.1 16,276 14.6 23.564 16-·3 

. 38. It will be seen that the percentage of, rejeotions 
both in respect of 90 Ibs. and 105 Ibs. rails have been in-
creasing year by year. In the case of ,90 lbs. rails though 
tbe production during 1964-65 was less than the earlier 
years, the perc,entage of rejections has increased. In the 
case of 105 lbs. rails, rejections increased Ifrom 12'1 per 
cent in 1962-63 to 16' 3 per cent in 1964-65. 

39. The rejections in 1964-65 were attributed to the 
following causes:-

(i) Scrappiness increased during the year because 
of changeover to Indian stoppers in the Blaat 
Furnaces. A great deal of effort was made joint-
ly witl1 manufacturers to stabilise their qua\ity 
but considerable leeway remains to be made. 

(ii) Fluctuating gas supply leading to irregular heat-
ing at times due to expansion imbalances during 
1964-65 which also affected steel quality. . 

(iii) Shortage of ingot moulds made it difficult to 
prepare them adequately or teeming according 
to strict technological requirements. The short-
age resulted from imbalances due to delay in 
the expansion of the foundry and inability of 
Indian market to make adequate supplies l 

(iv) About 30 persons attending to the open bearth 
furnaces were sent for training to Russia for the 
expansion stage and their place was taken by in-
experienced workers. This led to· iDferiOl' qu~
lity of rail steel bein. produced.. These contrl-
buted to higber rejections. 
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40. The Committee were also informed that the specifi-

cations laid down by the Indian Railways were very rigid 
and what was put down as second class quality would be 
treated as first class even in U.S.S.S.R. The standards of 
the Indian Railways were more rigid than those prescrib-
ed by the American. British and Russian Railways. 

41. The prices (excludin~ extras and taxes) for good Los18ufferect 
and defective rails are as foIlows:- due to defec-

tive Raila. 

Price per 
Types of Rails Qualily of Rails tonne . 

90 Ibs. Tested 12 658 
90 Ibs. Tested 18 653 
90 Ibs. Untested . 638 

105 Ibs. Tested 12 688 
105 1bs. Tested 18 683 
105 1bs. Untested 528 

._----
'42. Thus, while a tonne of defective 90 Ibs. rails is 

sold at a loss of Rs. 20, the loss incurred on the sale of 
a tonne of de1ective 105 Ibs. rails is as much as Rs. 160. 
Calculated on this basis, the loss suffered by the Plant on 
account of rejections comes to about Rs. 39·42 lakhs 
during 1964-65 alone-. 

43. The Plant authorities informed the Committee that 
according to the price fonnula the Plant breaks-even at 
about 81 per cent of standard and 19 per cent of sub-
standard rails. 

The production of sub-standard rails has been below 19 per 
cent during the last 3 years and viewf:d in this light. there 
had been no loss on the production of sub-standard rails. 

44. The General Manager of the Bhilai Plant, however, 
admitted during evidence that the year 1964-65, was com-
paratively the worst period. Rejections had, however, 
come down to about 12 per cent in respect of 105 Ibs~ rails 
during 1965-66. He also hoped that by the end of 1965 .. se. 
the position would further. improve because the quality cf 
steel was now better. . . 

45. The Committee are g14d' cto ,z.arn that the p8rcefltlJpe 
of rejectiona will go down m 1965-66. They do not, ~.o
eVteT, appreciatetM 411J'U~eRt tItItbecawe the J)1'~uctiOn 
of sub-standard rails h.dd' been· betow 19 PM cent dunng· tM 
lastth1'ee yecrrB, therefore thet'ewasnt> totl on thd.,. p1"O-
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duction. Had therebem no rejections, the net value of 
Rs. 39.42 lakhs calculated above would have been realised. 
Public Undertakings cannot be complacent about rejections 
or sub-standard products as· costs of both material and 
labour are involved. Every effort should be made to avoid 
such a loss. In the opinion of the Committee a figure of 
12 per cent rejections is on the high side, which should 
warrant a close scrutiny by the General Manager and the 
Head Office. They shou~d take concrete measures to bring 
down this figure. The Committee also recommend that 
efforts should be made to obtain a better price for untested 
105 lbs. rails. 

C. Ammonium Sulphate 

46. Ammonium Sulphate is produced by the Bhilai 
Steel Plant as a by-product. The production cost in 
1964-65 was as follows:-

----.-~. - .".----.. --... -~~-

Rs./Tonne 

Ammonia 23'04 
Sulphuric Acid 103:58 

126·62 

Operating cost 37'38 
Overheads 8'93 
Packing' 15'71 

Depreciation 68'44 

Total Cost 257;08 

47. The Bhilai Steel Plant obtains a retention price of 
Rs. 2'l6 per tonne of ammonium SUlphate from the Ferti-
lizer Pool of the Ministry of Food anq Agriculture. As 
such. it loSes Rs. 11· 08 on every tonne of ammonium sul-
phate sold. As against the price of 246 per tonne paid 
to the. Bhilai Steel Plant, the retention price paid to the 
Sindri Fertilizer Plant is Rs.316 per tonne and that paid 
to FACT, Always is Rs. 356 per tonne. Asked how this 
difference arose, the Committee were informed that the 
prices paid to the Sindri Fertiliser Plant and F ACT ~re 
based on the cost exami~tion carried out by the ChIef 
Cost Accounts Officer ,of the ¥inistry of Finance and 
includes a return of 10 Pef cent An~pital employed. The 
price ,pajd to the H.S.L.SteeI Pl~tS, however, is not based 
on, any, ,cost examination of ~elI' by-product. It was the 
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price paid to TISCO and lISCO where the following 
method was adopted:-

"No separate cost determination for sulphate of Am-
m?nia' is made. While fixing up the retention 
pnce of steel. depreciation 'and return are taken 
overall on the gross block which includes also 
the block on sulphate of ammonia plant. In the 
process of fixing the retention price of steel. cre-
dit is given in the coke ovens cost sheet to the 
extent of the net sale price of sulphate of ammo-
nia produced". 

Since the Bhilai Steel Plant was obtaining only Rs. 246·00 
per tonne, as against its cost of Rs. 257· 08. the difference 
was in practice charged to the cost of steel making. 

48. The Commi;ttee feel that it is not proper to fix the 
price of ammonium sulphate produced by the. BhUai $t.gel 
Plant on par with that of TISCO and lISCO. The gro8'S 
blO<!k per tonne of saleable steel in the case of TISCO and 
lISCO is much less than the corresponding figure relating 
to the HSL plants, as the private sector plants were C011. 
structed several years back when the cost was much lesll. 
The Committee understand that during the last 3 years, t~ 
Plant had app?"oached the Government of India several 
times for a revision of the price of ammonium 81J,lphate 
paid to it. The Chief Cost Accounts Officer had also been 
asked to examine the costs of the plant but h.I! had not done 
so. The Committee recommend that this should be under
taken at an early date. 

D. Sales and Marketing 
(i) Pig Iron. 

49. The Committee found that the Bhilai Steel Plant had 
a stock of 35,200 tonnes of pig iron on the 30th September, 
1965, as against orders upto 31,000 tonnes placed on them. 
The latest position was that they had a stock of 18,000 ton-
nes. 

M. The General Manager. Bhilai Steel Plant. stated that 
there was nO disposal problem regarding the foundry grade 
pig iron produced by one of the blast furnaces. But the 
pig iron produced by the other two blast furnaces. 
whiCh \V,1S in excess of the requirements of the Steel Melt-
ing ShliP, presented some difficulty .a~ it had a lesser sili-
con content. He, however added that for a Plant which 
produced 40,000 tonnes of pig iron a month, a stock of 18,000 

. tonnes was not.excessive.. . 

51. The Committee, in this connection, note that 1.06;370 
and 45,956 tonnf!$ of pig iron were imported during 1964· 
65 and 1965-6.6· (upto. November, 1965) respectively. 
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52. Asked for the reasons for importing pig iroif when 
the steel mills were unable to sell what they produced, the 
Secretary of the Ministry of Iron & Steel, stated that the 
.D.G.T.D. had estimated a demand of 2 million tonnes of 
pIg Iron a year. The Ministry placed this demand at 1· 5 
million tonn.es. Production in the country was only 1· 2 
million tonnes. The gap was, therefore, of the order of 
300,000 tonnes. Because of the serious shortage, Govern-
ment allowed an import of 1,00,000 tonnes. Government 
however, found that even this quantity was difficult to 
sell which showed that the outcry in the press and else-
where about shortage was not genuine, On the other hand 
because of delay in operating the 7th Op'en Hearth Furnace, 
the pig iron produced in the 4th Blast Furnace, which start-
ed working from December, 1964, also became available 
for sale. Then came the credit squeeze which again dried 
up the orders. Government, therefore, decontrolled pig 
iron in August, 1965 as a result of which the position slight-
ly improved. 

53. In a note furnished to the Committee by the Head 
Office, after the evidence, the position about pig iron for 
all the 3 Steel Plants has been explained as follows:-

"The psychological lull that follows decontrol has 
affected pig iron also. Coupled with this iR the 
recent· increase in production of pig iron in HSL 
steel plants and the cut in the requirements of 
cast iron sleepers from Railways to the extent 
of nearly one lakh tonnes. These, added to the 
general decline in demand for iron and steel 
items as explained above; have greatly affected 
demand for pig iron with the result the off-take 
of pig iron even at the level ~t which it uS~,d 
to go previously has become slIghtly doubtful. 

54. It is evident from the observations of the Secretary, 
Ministry of Iron and Steel and the Head Office that declin
ing demand for pig iron is going to present a problem. The 
Committee therefor.e recommend that Government shou.ld 
make a realistic survey of the demand in the country. That 
the estimate of demand prepared by th.e DGTD and the 
Ministry of Iron and Steel varied to the extent of 25 per 
cent and that even the tower estJimates of the Ministry 
were higher than the off-take., indicates that there is no 
proper procedure for calcu.lating the demand. UnLess this 
is done on a scientific basis and th.e Government is able to 
know the exact demand for a particular item unnecessa,'y 
imports might be made or thA:! capacity in the Steel mills 
for the production of this item might be over or under 
estimated. 

55. As regards the off-take of pig iron with. lower sili-
con content which the Bhilai Steel Plallt hal been finding 
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,difficult to sell, the Committee were informed that this 
grade of pig iron could be easily utilized by thefoundri~s 
by addition of ferro-manganese or ferro-silicon, as the case 
may be, and that this could be achieved by making slight 
atlerations in the cupolas. The foundry industry were not 
accepting this grade of pig iron and were proclaiming 
shortages merely with the object of obtaining pig iron of 
their choice. 

56. If that is so, when the expansion of the steel Plants 
takes place, the problems of selling this grade of pig iron 
will also correspondingly increase. A quick market survey 
jor its disposal at home and abroad should therefore be 
carried out. 

(ii) Rails and Merchant products. 

57. The Committee were informed that the sales pros-
pects in respect of the Merchant products included in the 
product-mix of the 2·5 mill.ion tonne stage of the Plant 
were not good. During 1966.;67, the Plant mi"ht bE' able 
to get orders only for about 4,40,000 tOJlnes as against the 
rated capacity of 5,00,000 tonnes of Merchant Mill products, 
Some of the sections for which it is difficult to get orders 
.ate:-

(1) Rounds--40 mm, 45 mm, 50 mm & 56 mm; 
(2) Channels-100/50; 

. (3) Angles-75/75 and 80/80;. 
. (4) Flats-43 & 80 width, thickness, 10, 12, 16, 18 and 

80 width with the same thickness. 

58. In regard to rails, the capacity of the Plant under 
the 2·5 million tonne expansion would be 5.00,000 tonnes. 
This capacity was fixed on the basis of the demand of rails 
in the country. The Committee were informed that there 
might be a temporary glut in rails produced at Bhilai, not 
because of excess production but because of curtailment 
of orders by the Railways. Due to lack of funds, the Rail-
ways would be able to place orders for heavy rails only 
for 200,000 tonnes as against capacity of 500,000 tonnes. 

59. The cause of the slump in the market was attribut-
ed mainly to the Indo-Pakistan war which had resulted 
in a certain amount of dislocation in business and indus-
try. For example, most of the merchant mill angles are 
used for electricity towers but as Zinc was not available 
for galvanising, the demand for these angles had gone 

·down. It was hoped that with the situation becoming 
,nomal, the sale of these products will improve. 

eo. Asked if i( ..... possible to roll Products .'Phicb :were 
-'in short supply 'in'lieu of those for which there was no 
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demand, the General Manager of the Plant stated that 
theoreticallx this would be possible. It would, however, 
not be possible to roll an uneconomic order for say, a ftlw 
hundred tonhes. Similarly the product-mix had to be so 
balanced that the profits of the Plant had to be taken care 
of. There were more profitable and less profitable pro-
ducts. The balance had, therefore, to be maintained. 

61. Though the Secretary of the Ministry of Iron and 
Steel informed the Committee that this slump was a tem
pcn-ary phase, the Committee feel that it is necessary for 
the Government to study the demand position carefully 
'before deciding the product-mix of the expanded Plants. 
There would be no purpose in roning products in excess 
of the demand or for which there is no demand. 

62. The product-mix of the various steel plants under 
the expansion stages and that of Bokaro had been tentative-
ly fixed on the basis of the recommendations of the St~r
ing Group of Iron and Steel for the Fourth Five Year Plan 
appointed by Government. The Steering Group consider-
ed the various demand projections category-wise made by 
NCAER, DASTURCO and U.S. Steel etc. and the existing 
capacity in the country and worked out a product-mix to 
fill the gaps. The expansion of Bhilai to 3·5 M.T. in the 
Fourth Five Year Plan period had been discussed with the 
Russian Team. As a result of these discussions, it had 
been decided that the Bhilai Design Cell will undertake a 
techno-economic study to consider the pattern of the 
Bhilai Expansion. The Committee desire that before 
taking a final decision on the products-mix of the steRl 
. plants, in the public sector including Bhilai, the demand 
for various products should be carefully studied. 

(iii) Compensation paid for defective supplies. 

63. The adjustment made during the last 3 years as n 
result of acceptance of complaints of customers are as 
shown below:-
--_ ... _._--_ ... _---_.----

Year Amount 

-.-~-------.------ ··-.... ·-·····-·----Rs.-
1,864 

9,265 

64. About 95 per cent of complaints pertain to despatch 
instructions., wrong loading and. quality. Many of· the com-
plaints relatiJ:~g, to quality are stated to. arise from thp. 
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nature of the sale orders as only chemical composition is 
indicated and not the final physical characteristics of the 
.;teel required. 

65. The Committee were informed that the total nwn-
ber of complaints were only 807 out of 15,647 sales orders 
executed or roughly 5·2 per cent. . The Plant Was working 
under the 1.S.1. scheme and as required under that scheme 
adequate quality control was being exercised. 

66. There is a steep rise in compensation paid from RM. 
9265 in 1963-64 to Rs. 2.44 lakhs in 1964-65 euen thou.gl& it 
represents only a negligable fracticYn of 1 per cent of the· 
total sales. There should be no complacency abou.t thu 
matter and efforts should be made to give a service free of 
complaint. As regards the recuon that customers do not 
specify their requirements in detail resulting in wrong sup
plies, the Committee suggest that no supply should be' 
effected unless the Plant is definite about the specijicationa 
required by the customer. The Sale, Office should resolve 
aU these matters and give clear instruCtions to the PLant. 
The Committee suggest that the question of giving facili-
ties to the customers to inspect the goods before despatch.-
might be examined. • 
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V 
RAW MATERIALS 

A. Variations In quaHty of coal 

67. The Bhilai Steel Plant draws its requirements of 
raw coal from the Jharia Coal fields and of washed coal 
from the N.C.D.C. washery at Kargali and theH.S.L. 
washery at Dugda. Apart from the higher cost paid fo~ 
coal mainly on account of the distance at which Bhilai is 
situated from the Coal fields, the Committee understand 

that the quality of coal is far from satisfactory. The ash 
content of the coal varies resulting in serious difficulties 
in the working of the coke ovens. The Plant had to change 
blends in the coke ovens about 30 times during the last 
4 years. Apart from lower pr9(iuction, the oyens also got 
damaged as a result of abnormal variations. The varia-
tions in ash content were due to difterent seams of the 
various collieries and efforts made by the H.S.L. to take 
up this issue with the Collieries with the help of the Coal 
Controller, have "not so far succeeded. 

68. It does not appear that this problem can be sol·ved 
by negotiations with the Colleries. InstaUation of a blend
ing equipment at the Plant seems to be the best solution. 
In the initial stages, the ins.ta.Llation of the equipment wflS 
not looked upon with favour in view of the increase in the 
already high capital cost of the Plant. In view of the pre
vailing circumstances it might be era.mined if it would be 
in the interest of the Plant to instal a coal blending equip
ment. 

69. In this connect jon, the Committee note that the 
Central Fuel Research Institute has suggested installation 
of Selective Crushing arrangements which would enable 
production of strong coke in blends with weakly caking 
coals. The main advantages of selective crushing are:-
(a) Conservation of good metallurgical coal, (b) Reduction 
in the coke consumption; and (c) uniformity in the coke 
charge. 

70. The General Manager of the Plant stated during 
evidence that the Russians did not advocate selective crush-
ing and they had no arrangement for it in Russia. Their 
point of view was that selective crushing was not a suc-
cessful process. However, in other countries like France, 
they had developed the process and in the view of the 
French fuel experts the process worked successfully and 
had been found very beneficial. The Committee also learnt 

20 
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that the technology in this regard had rec~nt1y undergone 
an improvement and further, that it would be possible to 
manufacture about 60 per cent of the equipment of the 
Selective Crushing Plant in the country. The Board of 
the H.5.L. have accepted the efficacy of the system and 
have decided to try it out at Rourkela but only in the 
second expansion stage. 

71. The Committee hope that due consideration will be 
given to this matter and arrangements for selective crush
ing made at the Bhilai Steel Plant also. 

B. Inadequate sinter1ng c;apaclty 
72. The advantage of sinter utilization lies primarily in: AdV8D-

(i) Efficient utilization of huge quantities of metal- taps fot. 
lurgical waste, converting them into good quality use 0 
Blast Furnace charge material. sinter. 

(ii) Lower usage of flux and metallurgical coke at 
the blast furnace by cutting down the 

Cos load of the furnace. 
(iii) Increased productivity due to introduction of 

higher proportion of iron bearing material 
through the charge. 

(iv) Better charge distribution and gas permeability 
o~ the charge leading to more uniform furnace 
operation. 

73. According to the report of Technical Committee set Use of 
up for raw materials 'preparation and technological im- sinter in 
provements for improved iron production in blast furnaces, foreign 
super-basic-fluxed sinter constituting 100 per cent of the countries. 
burden is widely used in Blast Furnaces in the U.S.S.R. 
The utilization of super-basic-fluxed sinter burden evt!n 
when it contains less iron content, has made it possible to 
reduce the coke consumption in the large sized blast fur-
naces (2000 M") upto 550-570 Kg./tonne in the Soviet 
Union. In Japan, the proportion of sinter in the burden 
has recently sometimes exceeded 70 per cent. 

74. At Bhilai, two sintering belts of 50 M2 sintering Sinter 
area each were provided in a single building in the million capacity 
tonne integrated steel plant. Under the 2·5 million tonne at Bh1lal 
expansion a third sintering belt of 50 m2 sintering area 
has been provided in a new building, with provision for 
accommodation for the 4th belt. The capacity of the Sin-
tering Plant under the 2·5 million tonne expansion is being 
increased from 1·0 million to 1·87 million tonnes per annum. 
One of the major additions recommended by Gipromez in 
their examination of the D.P.R. for coke and iron making 
facilities under the second expansion at Bhilai is that two 
additional sintering machines of 75 ml area each should 
be installed in the new building in addition to the 4th 
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Sintering Machine of 50 m2 sintering area to be installed 
in the existing Sinter building. The objectives behi~ 
this recommendation are: (i) utilizatiolll 'of fines avail-
able from the mines; and (ii) raising the sinter content of 
the blast furnace burden up to 60 per cent so as to increase 
the production of the furnaces. The H.S.L. forwarded 
their recommendation and the estimates to Government 
in October, 1965. 

75. The Ministry examined the proposal and was con-
vinced that the provision fol'i two additional Sintering 
Machines at a cost of about Rs. 9·2 crores would be a wef-
come development. At present the proposal is under the 
consideration of Government. 

76. The Committee were informed that the percentage 
of fines in the iron ore has been increasing. The original 
Project Report for 2· 5 million tonne expansion was based 
on 37·5 per cent fines from Rajhara mines and 45 per ce!1t 
from Dalli mines. Actually, it has been found that Rajhara 
also produced 45 per cent fines. In 1964-65 the -actual per-
centage of fines was about 50 per cent which was said to 
be an unusually high figure. In view of the high rate of 
fines in the ore adequate number of sintering machines 
will have to be provided at the Plant. ThE>"Committee hope 
that an early decision will be taken for providing two ad
ditional sintering plants, as recommended by GipTomez. 

C. Installation ()f Disiliconisation Plant 

77. The quality of hot metal used for steel making at 
Bhilai and Durgapur during 1964-65 was as under:-

Particulars 

I. Ingot steel production 

2. Hot metal used for steel ma-
king 

3. Out of which: 

(i) Disiliconised metal 

(ii) Mixer metal 

4. Average silicon content in: 

(;) Mixer metal 

(ii) DisUiconisation metal 

Unit 

Tonne 

" 

% 

% 

01 
10 

% 

Bhilai Durgapur 

100'0 

.0'79 
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78. It will be seen that at Bhilai mixer metal is used 
cent per cent because there is no disiliconisation plant 
.at Bhilai. As agai·nst this, in Durgapur only 35 per cent 
of mixed metal is used, because the rest is disiliconized. 

79. The Committee were informed that apart from 
the high rate of consumption of iron ore in open hearth 
furnaces, the quality of rails produced at Bhilai was 
adversely affected during 1964-65 due to high silicon 

.content in the Blast Furnace metal This also accelerated 
the wear and tear of refractories. 

80. Explaining the reasons for not providing a disilicorti-
sation unit at' Bhilai, the General Manager of the Plant 
stated that if there was a plant for disiliconisation between 
the Blast Furnaces and the Steel Making Shop, some time 
would be spent there and the cycle would become a little 
longer. The Russians do not like this and put more faith 
in sizing of the materials, SQ that the production of the 
Blast Furnace itself is good. In their steel plants since 
they ensure that materials are properly sized they do not 
have any disiliconisation arrangement. The Committee 
were informed that the' Bhilai Steel Plant had suggested 
to the Russians· on various occasions that there should be 
a disiliconisation Plant at Bhilai. 

81. In the, lay-out for the'l million tonne and 2·5 million 
tonne stages no provision has been made by the Russians 
for a disiliconisation plant, ·as in Durgapur. However, the 
Bhilai Steel Plant was in favour of a small number vf. 
ladles being disiIiconised. According to the General 
Manager of the Bhilai Steel Plant, the disiliconisation plant, 
required for the purpose,could be fabricated by the Plant. 

'The capital expenditure will be about Rs. 2· 5 lakhs. Ac-
cording to the General Manager, the savings will be so 
much that the capital investment of about Rs. 2'5 lakhs on 
this plant will be paid back within a period of about 6 
months. 

82. Considering the quantum of savings in the cost of 
production and the small capital investment· involved, 
the Plant should have gone in for a diBiliconiBation plant 
earlier. If such a plant had been installed the rate of 

.consumption of iron ore would have Qeen reduced ana 
the wlear. and tear of the refractories would have also 
gone down. The Committee .recommend that the neces
sary plant should be fabriCated and instaJled. 

D. Technological improvements 

83. With the introduction of oil injection in Blast Fur- on 
naces, an oil to coke replacement ratio of· 2, : .;l and a likely injeeticm. 
increase in productivity by 10-15 per cent is expected. 
With oxygen enrichment of blast in addition; the increase 
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in productivity achieved in oth~r countries has been, upto 
40 per cent. Oil injecti9n was put to practical application 
in .Japan in 1961 when it,was establishep that an injection 
of 1 kg. would effect replacement ~f 1·2 to 1·7 kg of coke. 

'84. The progressl iIIl regard to introduction of oil injec-
tion in Blast Furnaces at Bmlai ha.s been as follows. 
In the first quarter of 1963. the scheme of injection of 
pitch oil mixture was prepared by, the Design Cell of 
the Bhilai Steel Plant and. forwarded to Gipromez of the 
U.S.S.R. for their comments. A Project Report was pre--
pared by the Russians and received from the U.S.S.R. on 
the 25th March. 1965. The Board of Directors considered 
the system of injection of fuel oil into the Blast Furnaces 
$uggested in the Soviet Report and were of the view that 
the Russian design being costly, BOOlai should· instal a 
system on the basis of Durgapur and T.I.S.C.O. design. 
'l'he Board also desired that instead of installing these 
facilities in the second. phase of Bhilai expansion, the 
BhHai Steel PrQ)ect should instal the system initially in 
the first ph~e itself and depending upon the results 
achieved and further developments in this regard. extend 
the scheme progressively to all the remain.ing furnaces. 
Howevl¥", this was not introduced for trye following 
reasons:-

(i) The requirement of oil for oil injection at Bhilai 
is estimated to be of the order of' 270,000 tonnes 

'. per year. It is understood from the Ministry 
ol Petr'pleum and Chemicals th.:atthroughuut 
the 4th Plan period furnace oil remain a 
deficit product and the requirement of Bhilai 
will. therefore. have to be met by imports. 

(ii) As oil injection at Durgapur Steel Plant has 
not proved economical, a Committee headed by 
Dr. B. N. Zherebil), the Soviet General Su.per-
intendent at Bhilai is studying in detail the 
effect of fuel oil injection and the report of this 
Committee is expected to be ready by the end of 
March, 1966. After the report has been con-
s~deredand accepted, the work of the prepara-
tion of working dra:wings, procurement of equip-
ment, etc. will be taken up. It is expected that 
fuel oil injectiQJl may be given effect to in 
Bhilai in the first quarter of 1967 provided 
arrangements are made for the supply (}f£uel 
oil. 

85. The General Manager' of the Bhilai Plant stated 
that so far,8S Bt~ industry is concerned. it has ,now be-
come an ,accepted axiom that oil injection is beneficial. 
Accofding to him. with oil injection. it wiU be possible to 
bring down cake eonsumptiorl at Bhilai by abQut 100 kgs .. 
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per tonne of hot metal, . but the for.eign eXIChange for fur-
nace oil w·as the majGrbottleneck holding up the introduc-
tion of the process. It may be mentioned here that Bhilai 
is located 700 km away from the coal washeries, with the 
result that the delivered .cost of coal is very high. 

86. In the! light of these factors the Committee hope 
that it would be possi'ble for the Bhilai Steel Plant to instal 
the equipment· for oU injection before long. The Oil and 
Natural Gas Commission should also take energetic steps 
to PToduce the required quantity of furnace oil in the 
country. 

E. Consumption of Refractories 
87. Refractories are used in the construction of Coke 

Ovens, Blast Furnaces, and Open Hearth Furnaces of 11 
Steel Plant. The table below indicates the ·consumption 
figures of refractories in the Bhilai Steel Plant' during 
the years 1962-63, 1963-64 and 1964-65 togther -with the 
break-up into the quantity procured indigenously and· that 
imported: 

(Unit-Tonne) 

Year Indigenous Imported Total 

1962'63 33777 11356 45133 

1963-04 32098 13249 45347 

1964-65 37169 5453 42622 
----_ .. "_. __ . _._--_._-_._- ~---- . . _-- ------.~----.--

88. The Indian Refractory Makers ASSOCiation, Calcutta, 
in a memorandum submitted to the Committee have 
stated that there has been considerable investment 
in the Refractory Plants in the pFi¥ate sector in renovat-
ing, moderniSing and setting up new Plants with a view to. 
meet the refra<:tory requirements of the country. Un-
fortunately, the public sector Steel Plants are importing. 
coke oven silica bricks from abroad without justification. 
The Association has complained against insistance on short 
delivery periods. It sugge3ts advance intimation of re-
quirements so as to enable the industry to plan their pro-
dUction suitably. Another complaint made was that the 
public sector steel plants continue to require refractories 
manufactured to their specifications instead of using the 
specifications prescribed by Indian Standards Institution, 

89.The representatives. of the Plant did not ·agree 1"ith 
these statements of the Association.. They informed the 
Co~ittee that the ",fractory factories in the .country 
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were not able ,to prodllce the quality of bricks required 
by the steel industry, specially of sHica bricks. As 'regards 
specifications, the Plants followed those laid down by the 
manufacturers. If inferior quality refractories were used, 
the life of the equipment would be shortened. 

90. While the Committee are unable to comment on the 
contention of the Association that all types of refractories 
can be manufactured in the country and the statement of 
the Plants that this is not correct, the Committee did find 
'eVidence that short delivery periods were prescribed by 
the Plants which the industry could not cope with. For 
example, enquirie.s were made from' five firms by the 
H.S.L. (Bhilai Steel Plant) in December, 1965, if they 
could supply 8000 tonnes of coke oven silica bricks. The 
delivery period was 4/5 months. Two of firms stated that 
it would not be possible to effect deliveries within the 
stipulated period. Three firms sent in offers but the 
Bhilai Plant have stated that there is little hope that the 
entire quantity would be delivered by them within the 
stipulated period. The Committee found that though the 
quotations were received from the firms by 15th December. 
1965, no decison had been taken in the matter till March. 
1966. 

91. The Committee see no reason why the BhiZai Steel 
Plant cannot plan its requirements of refract01'ies ahead of 
time specially since this is a recurring requirement. The 
Ministry of Iron and Steel have informed the Committ€e 
that it would be possible: for the Refractory manufacturers 
to expand' their capacities according to the needs of the 
steeL plants by diversifying their existing licensed capaci
ties for other types of refractories. The Committee have 
already recommended in, their Twenty-ninth report on the 
Durgapur Steel Plant that encouragement should be 
given 'to the manufacturers of refractories in India to 
manufacture aU the types required by the Steel Plants. 

92.. there is considerable force in the argument of the 
Association that the reftactory industry is put to difficul
ties when each Plant lat's down its own specificationB 
which are quite different trom those of the I.S.1. Economic 
produ.ction also b~comes difficult when each Plant Lays 
down its own specifications. The Committee recommend 
that the matter should be examined by a Technical Com-
mittee consisting of representatives of aU the steel plants 
and the Indian Standards Instit1.ttion. That Committee 
may study. the specifications used by t~e various pla!lts 
a.nd evolve common standard specifi,cattons for adoption 
by all the Plants. 

F. Shortages' of' raw matertall 
93. The limit of normal .shortages for raw materials .has 

been fixed by Hindustan .Stee1 Limited at 8 percent of 
total receipts in resp.ect of coal, 4 per cent in respect ,of 
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iron ore and. 2 par cent in the case of other· materials sad 
such losses are automatically written off. In terms of value, 
these norms permit losaes of major raw materials upto 
Ri. 80 lakhs to Rs. 1 crore in each Plant. 

. ~'. The losses at BhUai have been below the prcscribtQ 
limIt In the case of almost all the raw materials 'iE .... 
lor iron ore. Percentages of actual variations in r .. 
of iron ore during the years 1962-63, 1963-64 and 1 es 
are indicated below: . 

(In % of receipts) 
--_._-------- --------'---------

Raw material 

Iron Ore 

(a) Lump 

(b) Fines 

Norm~ , Actuallosaesduring 
permiSSt- --> 4 --

hIe loss 1962-63' 1963-64 1964-65 

4 

4 

8· 1 5'7 s·6 

I'S 

It terms of money, the loss on iron ore during 1964-65 
was Rs. 4' 83 lakhs. 

95. During the evidence the Committee were informed 
that in 1964--65 the proportion of fines in the iron ore in-
creased to the extent of 50 per cent as against 40 per cent 
in 1963-64. When ore fines were despatched from Rajhara, 
the ferrous content was 50 per cent. By the time they 
arrived at Bhilai and were unloaded in the sintering plant, 
the feITOus content increased to 58 per cent, due to loss of 
moisture. This itself accOunted for 4 per cent of the 
losses. 

96. The Committee Understand that with a view to im-.lDade. 
prove matters, the Head Office has been pursuing the __ 
matter jOintly with the three Plants. At the latest meeting ~ 
of the General Managers, it was agreed that the coal norm faoWtIeI, 
can be lowered to 5 per cent. But as far as iron ore is 
concerned, it appeared that the norm would have to be 
raised. to 6 per cent in the case of fines and 5 per cent 
in the case of lumps. There was, however, difficulty in 
regard to weighing facilities at both ends. In January, 
1966, Rourkela had issued orders for 100 per cent weighing 
for some important items and percentages varying frOln 
25 to 50 for certain other items. This would be watched 
for a period of 6 to 8 months against the railway 1'eCeipts 

227 L.S.S.-3. 
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(which is the basis for payment) to see as to what was the 
degree of variation. Similar record was also kept in 
Bhilai for certain items for a percentage check. In six 
months time, they would be able to see whether there was 
any abnormality about the variation of loss and if &0. 
what could be done about it. 

HandliDi 
loues and 
pDferage. 

97. The Committee regret that these losses have been 
treated lightly and considered. as inevitable. It is only 
from this year that a watch is being kept· over them. The 
1088 of Rs. 80 lakhs to 1 croTe of raw materials in each 

t Plant due to handling losses and pilferage cannot be ig
nored and every effort should 'be made to reduce thPTn. 
Apart from the measures already taken, the Committee 
hope that precautions will be taken to prevent pilferage 
particularly from within the works. This matter should
also form part of a periodical review by the Head OfJice 
and Government. 
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PLANT AND MACHINERY 

A. Blast Furnaces 

98. Out of the three Blast Furnaces of the 1 million Change of 
tonne plant, two had been erected in 1959 .. The last one Top gear. 
was erected in 1960. The to~ gear of these Blast Furnaces 
ought to have been changed in 1962. But this could not 
be done as (i) there was delay in ordering the equipment; 
and (ii) there was also delay in receipt of spare parts from 
the U.S.S.R. The equipment should have been ordered 
in 1961 (late) or 1962 (early) but were actually ord.ered in 
the middle of 1963, i.e. after a delay of more than 18 
months. 

99· Similarly, the relining of Furnaces ought to have Rellninl. 
been completed during 1964-65, but the vital equipment to 
carry out the repairs could be got in position from the 
V.S.S.R. only in September, 1964. The capital repairs had 
to be postponed further until the Fourth Blast Furnace 
was. ready to supply hot metal. 

100. Asked as to why the equipment for relining was 
not ordered earlier, the Committee were informed that it 
was on record that an indent for some equipment for re-
lining of Blast Furnace No. 1 were initiated by then Super-
intendent. Blast Furnaces in October, 1962. However, it 
was not on record as to why enquiries were not made 
from the U.S.S.R.and contract completed. Perhaps, there 
was no approved programme for the relining of the Blast 
Furnaces. I 

101. The capital repairs of Blaat Furn~e No.1 were 
eventually completed in May, 1965 while that of No. 3 in 
Au.gtJjSt, 19M. Furnace No. 2 was to be taken up for 
capital repairs towards the end of 1965. Thus, the capital 
repairs of the turn,aces'were delaYed by about 2 years. 

102. Delays in the changing of top gear and relining of meet of 
the furnaces affected the working of the Plant adversely delaf" 
in the follOWing manner:-

(a) Overaged furnaces consumed comparatively 
more coke in 1964-65 than in 1963-64, due to gas 
leakage and other defects. The coke rate rose 
to 873 kg./tonne in 1964-65 as against 832 kg./ 
tonne in 1963-64, i.e. an increase of 41 kg. per 
tonne of hot metal. The average cost of coal 
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also increased from Rs. 62' 79 in 1963-64· to 
Rs. 65'70 per tonne. The net effect of these 
factors was an increase in the cost of hot metal 
from three old Blast Furnaces by about Rs. 14 
per tonne as compared to 1963-64; and 

(b) Leaking tops caused (i) a certain drop in pro-
duction during the closing stages of 1964-65; and 
(ii) high silicon content in hot metal (making of 
rail steel with a higher silicon content in hot 
metal is very difficult) used in Open Hearth 
Furnaces. Thus, these delays affected adversely 
the economical working of the entire Plant. 

103. The Committtee regTet to observe that the Plant 
did not obtain the neceBsary equipment for change· of top 
gear and relining of blast furnaces in time. Investigation 
should be held into the causes of delay and Tesponsibitity 
fixed. With a view to avoid recurrence of mistakes of this 
Mture in future, a long term programme for capital r.e
pairsshou.td be drawn up and definite time schedule 
p1'e8Cribed for the ordering of equipment, starting and 
completion of work etc. 

B. Purchase of Brick Makin& Machines 
Para XII-8 (page 69) of Audit Report (C01nmeTcial), 1964 

104. Audit in their Report for 1964 have 5itated that out 
of three End Deliyery Brick Making Machines oostin, 
Rs. 54,000 purchased from the U.S.S.R. and received in • 
January, 1958 one machine has not at all been used. The 
other two machines and another two Laud Crete Brick-
making machines, purchased in India at Rs. 6,500 each on 
grounds of urgency in December, 1957 were put to very 
little use during the last six years. The bricks manufac-
tured in these machines were found to be brittle and of 
infM'ior quality, and in one case the cost of manufacture 
was comparatively hi~h.. Audit have also pointed .out 
that the Financial AdVlser & eliief Accounts Officer of the 
Plant had observed on 30th June, 196~ as follows:-

"From what I can see .. the conclusion seems to be 
unavoidable that tnere was DOt adequate justi-
fication for the purchase of these machine... The 
fact that they were not used after receipt cor-
raborates this." 

105. The Plant authorities stated that the purchases were 
made on the advice of the Soviet Specialists, who suggested 
that In view of the difficulty of Obtai1 bricks in 
neighbourhood of Bhilai, mechanical brick- ing plant 
should be installed. It was later deet.ded to ve the civil 
works on contract and supply of bricka also rmed a part 
of' this contract. The machines which were purchased 



81 
were therefore not utilised. The, bricks made on an expt: •• 
mental basis by these machines were found to be of inferior 
.qu~ity and were also, very costly .. 

. '106. Asked why these machines were imported when 
they were availab1e in India itself'it was stated that quota-

. 'tions were invited for the purchase of machines from 
various sources. Purchase was made from the USSR as it 
was the cheapest available at that time. 

1'07. Efforts had been made to put these machines in use 
during the 2.5 million tonne stage for making 100 m~k 
bricks. However, the experiment had not succeeded. The 
equipment therefore, is redundant to requirement and is 
open for sale. Enquiries have been sent to . various pro-
jects and agencies for disposal, but the Plant had not so far 
succeeded in selling it. 

108. The Committee faU to understan.d why the su.it
ability of these machines was not properly (J8sessed before 
purchasing them from the USSR. When the Plant autho-
rities came to the conclusion that these machines were not 
needed by them, arrangements should have been made to 
dispose them off. The Committee found that this was not 
done. On the other hand in response to an enquiry from 
the National Building Construction COTporation who were 
wanting to purchase such machines, the Bhilai Steel Plant 
replied on 4-1-1962 .. "Since the, Brick making machines i'J71.oo 
ported Ex-USSR will be required by uS during Expansion 
Work, it is regretted that we are unable to spare the same." 
The National Buildings Construction Corporation W48 then 
oblig~d to import the machines from abrOad. 

109. The Plant has held on to the brickmaking equip
ment ICYr over 8 years after coming to the concl~on that 
they were of no use to them.. Four years back an oJ1er from 
another pubUc undertaking for their purchase was rejected. 
Thus valuable foreign exchange has not only been blockecl 
by their purchase but further' amounts had to .be spent for 
purchase of similar equipment by another sister concern 
became of'refusal to part with the equipment. If the Plant 
required the machines only at a later date, they could at 
least have been loa.ned out. The Committee can tm1tl ex-
press their Tegret ot)er it and hope that the Plant .a.uthoritie, 
will show better prudence in future. ' 

C. Purchase of trolleys 
Para XlI-tO (page 70) of Audit Report (Commercial), 1964. 

110. It has been stated in the Audit Report for 1964 that 
due to delay in arranging for the appropriate type of Rail-
way wagons by theBhilai Steel Plant, 20 manually-operated 
trolleys, costing lb. 1.851akhs, ordered on an emergent ba~is: 
were received in September, 1958 against the stipulate<l 
period of delivery in February, 1958. Even after their 
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receipt in September, 1958, the trolleys were inspected only 
in July, 1959. Due to these delays, these trolleys could Dot 
be utilised for the works for which they were purchased on 
an emergent basis. Even in June, 1964, the trolleys were 
lying unused. 

111. The Plant authorities have explained that there was 
delay in the availability of wagons for transportation as a 
result of which the trolleys ultimately arrived on 24-9-1958. 
But by that time the refractory work, which could not wait, 
had been done and transport of refractories was undertaken 
both by manual and other mechanical means available to 
the management. The trolleys, after arrival, were not 
found to be suitable for .the work for which they were pur-
chased. The firm also did not send their representative for 
a long time to give practical demonstration. Ordinarily 
such· trolleys have been found to be useful in engineering 
works but these particular trolleys turned out to be ineffec-
tive. Having regard to the experience of one million tonne 
plant it haa been found that other means are more effec-
tivetb;n the trolleys for transport of refractory bricks. The 
trolleys have. therefore, not been used even in the 2.5 mil-
lion tonne stage. Their disposal value is very small. They 
will ha~ to be dismantled and different parts used for 
different purposes. 

112. The Committee, in this connection, note that the 
Chief Engineer of the Plant, had observed on 30-5-1960 as 
follows:-

"They were indented for the construction works to-
wards the end of 1956. It appears from the audit 
note that these trolleys have been lying in the 
Central Stores since September, 1958. It is also 
seen from the note. that these trolleys were 
inspected and accepted by the Inspection Depart-
ment on 2-7-1959, i.e., about one year after from 
the date of their arrival at Bhilai. It will be fur-
ther seen that attention of E.C. E.P:S. ~as drawn 
on 1-2-1959 by the Stores Superinten~nt to point 
out that the trolleys were not drawn by 'any body. 

The matter should have been re~red to. meimme-
diately the trolleys ~rived~tlShilai imd I would 
have arranged for their inspElction and useful 
utilisation, instead of offering them to the wrong 
peraons who had no use of them. 

As the departmental works of Refractory lining work 
are now at the closing stage, I do not find any 
use of these trolleys". 

1130. During evidence it was admitted that trolleys had 
not been inspected before purchase to ftnd:OIUt whether they 
would serve the purpose. No responsibility was fixed in 
this case. Such infr1l.ctuous erpenditure should be avoided 
in jutuTe. 
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INVENTORY CONTROL 

A. Delay in introduction of Inventory Control System. 
114. The Company Auditors' Report for the year 1961-62 

contains the following observations regarding inventory 
control:-

"There was no scientific system of procurement and 
inventory control. ' ltem·wise minil'num, maxi-
mum reorder, safety and insurance stock levels 
having regard to the trend of issues, rate of con-
sumption and economic sizes of order were not 
determined. In the absence of 'these fact-based 
data, inventory control and procurement proce-
dure had to depend upon the estimates of Pro-
ductive/Service Department. Without the above 
referrell basic data, excessive stores, surplus 
stores, and unserviceable stores requiring dis-
posa] action could not be determined. There was 
no system of reporting upon excessive, slow-
moving and obsolete stores periodically by the 
Stores Department." 

115. During evidence, the General Manager informed the 
Committee that a scientific system of inventory control had 
been introduced in the Plant in April, 1964. 

116. The Committee regret to note that although the con
struction of the plant had started in 1957 and production 
started in 1959, it was only in April, 1964 that a scientific 
system of inventory control was introduced. It is also re
grettable that the Plant took more than 2 years in introduc
ing the system after the company auditors had pointed out 
the necessity for it. 

B. Surplus stores and spares 
117. A statement showing materials and equipment 

found surplus on completion of the 1 million tonne capacity 
is given below: 

Item 

Steel 
Pipes, valves, timber, etc. . 
l\lachine parts, tyres, tubes, spares 
M.iscellaneous : 

(Bolts, nuts, cables, petrol, electrical acces.ories) 

TOTAL 

33 

Rupees in 
Crares 

1'475 
1'52 7 
1'091 

1'472 ---
5'565 
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118. The Committee were informed that the above stores 
and spares were difficult to procure. These surpluses were 
utilised for 2'.5 million tonrie expansion in 1963. If the 
Plant had not possessed these items, completion of the ex-
pansion of the Plant to 2'5 million tonnes would have been 
delayed by about one more year. The General Manager, 
Bhilai admitted that there was a certain amount of over-
indenting but he added that in any big construction, where 
Rs. 202 crores were being spent, Rs. 2 to 3 crores worth -of 
stores to be left behind was not a very big issue. 

,119. The Committee note that a survey was conducted 
in September-October 1964 which revealed the following 
surpluses:-

(i) Genn'al Stores 
'(I) Electrical group 
2. Metal group 
3. Textile group 
4. Building material group 
S. Tools group 
6. Miscellaneous group . 
7. Permanent way Material group 
8. Hardwa~ group 

,9. Bearings . 
IQ. Mines stores ' 

Total Indian Stores '. 
(it) Refractories . 
(Iii) Cables (USSR) 
(n.) Minessparc:s (USSR) 
(.;)' Loco spares (USSR) , ' 
.('IIi) Others (USSR) 

GRAND TOTAL 

Value 
(Rs. in lakhs) 

u·s 
32 '5 
5'0 
3'9 
S'8 

3'2 
5'6 
3~3 

14'9 
7'1 

,93.8 
I()()·O· 

4'3 
37'9 
S'O 

10'0 

251 '0 

120 The reasons for the accumulation of these are:-
(1) ~fra.ctories: ' 

(i) Changes in drawings and, design 
, ", (ii) Change of roofs (Furnace) from acid to buic' 
'(2) Cables: 

Left over from 1 milli()n tenne cenatruction ,-----
-;(l'ull count not made under cbeclt). 
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(3) Ste~l items: 
(i) Left over after 1 million tonne construction; 

(ii) Increase in indigenous manufacturing capacities. 

(4) Metals: 

Case of over.indenting in the initial stages in regard to 
some items. 

121. So far as the refactories are concerned, the repre· 
sentatives of the Plant informed the Committee that refrae-
tories worth about Rs. 82 lakhs had since been utilized in 
relining the old Blast Furnaces and in setting up the Fifth 
Blast Furnace and practically very little stock had been 
left over. As regards other surpluses, lists had been cir-
culated to Bokaro and other Plants. 

122. The excessive over·stocking of stores and spares 
in Bhilai is a matter of serious concern. The existence of 
surplus stores (lnd spares to the tu.ne of Rs. 5' 565 crores on 
completion of the 1 minion tonne stage and Rs. 2'51 crores 
in 1964 is an indication of a serious lacuna in the provi
sioning system. As a resu.lt of this, valuabl~ foreign ex
change had. been unnecessarily spent On the purchase of 
these items. . . . 

The Secretary of the Ministry of Iron and Steel ad-
mitted that the inventories and the working capital in the 
Hindustan Steel Plants was very high. Government had 
asked the Chairman, H.s.L., to take immediate action to 
reduce the amount of working capital and to take whatever 
action was necessary to bring down inventories as this was 
seriously interfering with the profitability of the plants. 

123. The Committee recommend that an enquiry should Enqu1ry 
be held by the H.S.L. into the cir~umstance8 under which 
such over-provisioning of stores WCLs made. If the enquiry 
reveals mala fide or lack of exercise 'of' ordina"ll prudence 
explanation Of the persons concerned should be called a;i 
lUit!lble action taken. This will act as a deterrent in future. 
The tendency to over spend foreign exchange in such a 
mmvner is to be deprecated a!nd all measures should be 
taken by Government to put an end to such mistakes in 
future. 

124. The Committee expect that the surplus stores will 
be utilised during expa~ or in the Bokaro Steel Plant. 
The Controllen of Stores of all the Plants including Bokaro 
.hould be supplied with a list of . these stores and they 
should be instMLCted to avoid fresh imports of these items 
Audit may a.lso like to keep a watch on this matter. . 
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C. Surplus Medical stores 

125. The Committee found that the stock o.f medical 
, stores on 31-3-1965 was B.s. 10' 61 lakhs as against a co~

sumption of Rs. 14'32 l~hs. duri~g 1964-65. T~e. C01llIIllt-
tee found that 41,750 inJuctlQn vlals of streptodlCIn valued 
at Rs 25 632 had become time-barred and unfit for use. 
The Gen~ral Manager of the Plant admitte:i that this had 
happened due to human error. The Chief Medical Offic.er 
himself did not know about it till much later. The Assls-
tant Stores Officer cUd not point it out to the Chief Medical 
Officer at the proper time and he had admitted the mistake. 
The General Manager also statej that the procedure in this 
regard had been altered recently with a view to avoid such 
mistakes. 

126. It hardly needs to be pOinted out that most medical 
stores have a. time limit beyond which they cannot be used. 
The loss caused by such excess stocking has to be avoided. 
The Committee hope that the new system introduced by the 
Plant would not permit overstocking. They suggest that 
the H.S.L. should introduce a uniform system in this regard 
in all the steel plants. 

D. Storage of cast iron skull-scrap 

_Para XII-7 (Pages 68-69) of Audit Report (Commercial), 
1964 

127. It has been pointed out in para XII-7 of the Audit 
Report for 1964 that in the absence of necessary storase 
facilities, the Cast Iron Skull-Scrap, a by-product in the 
process of producing pig iron, was either being dumped into 
the slag yard or stacked so close to the yard that it got 
mixed up with slag resulting in a loss of Rs. 30' 10 lakhs 
upto May, 1962, being the value of 27,120 tonnes which 
eould not be salvaged. In April, 1959 the Plant authorities 
ascertained from the Iron & Steel Controller that this scrap 
was a controlled commodity and could be sold at the cur-
rent rate ,of Rs. 86 per ton ex-site. Audit had also stressed 
the necessity for separate storage arrangements for this by-
product as early as January, 1960. . 

. 128. The Plant authorities have explained that the first 
stage of production was launched in 1959 with minimum 
facilities at the slag dump yard and the cold pig iron yard. 
In the absence ·of proper storage facilities the cast iron 

. skull and scrap had, to be dumped along the slag yard. 
There was also no provision in the Project Report for stack-
ing of C.I., Skull Scrap. Adequate storage facilities could 
not be made thereafter as the cbnstruction work of the 

. second and third blast furnaces as well as CIf the other shops 
had to be done urgently to keep up with the schedule of 

,commissioning. All the pig casting machine splashings 
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and skull had to be taken to the slag dump yard where 
only two lines existed with two small spurs and dumped 
there. 

129. Recovery was only possible if there existed extra 
lines where it could be stored and recovered gradually. 
The cold pig iron yard also had to be extended as it could 
I;\ot take up the normal production. The skull break yard 
which should have taken 'care of the scrap and skull from 
the Blast Furnace was not ready. In the circumstances, 
the cast iron skull had to be dumped with slag. 

130. The Committee were informed that oUl of the 
27,120 tonnes a quantity of 1,741 tonnes valued .at Rs. 2' 32 
lakhs was salvaged and sold. Thus, the Plant suffered a net 
loss of Rs. 27' 78 lakhs due to non~covery of 25,379 tonnes 
of C.I. Skull Scrap. During evidence the General Manager 
of the Plant stated that the recovery of the scrap before 
1962 could have been made only at a cost higher than what 
cf)uld have been realised by its sale. The scrap was dump-
ed in such a bad way that nothing could be salvaged from 
there. The General Manager, however, a~itted that there 
was some carelessness in that the slag was allowed to cover 
the scrap. Probably, that could have been avoided 10 some. 
extent. However. from the middle of 1962 proper ~toragt.: 
arrangement had been made. 

131. The Committee regret to note that the Plant al
lowed valuable scrap to be covered by 81ag. It is unfortv.~ 
nate that even temporary separate Btorage arrangements 
could not be made by the Plant authorities during a period 
01 over 3 years, with the result that cast iron skull-scrap 
worth Rs. 27' 78 lakhs was lost. 

E. Purchase of Spares for Cranes 

Para XIII-15 (Pages 110-111) of Audit Report (Commer
cial), 1965 

132. Audit have pointed out in their Report for 1965 that 
between July, 1957 and May, 1959, the Bhilai Steel Plant 
purchased spare parts (proprietary 'items), worth Rs. 6' 50 
lakhs for 6 Jones KL 75 Cranes. Out of these purchases 
spare parts worth Rs. 2-46 lakhs were declared surplus in 
September, 1961. Materials worth Rs. 13,465 were sold to 
the Government of Andhra Pradesh in December, 1963. Out 
of the stock which was not declared surplus, materials 
valued at Rs. 1'99 lakhs only were utilised in the Plant 
upto February, 1964, leaving a balance of Rs. 2'05 ldkhs in 
st')ck. 

133. The Plant authorities informed the Committee that 
the Cranes were purchased during August~September, 1956 
lnd had been continuously working since the dates vf pur-
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chase. As per the recommendations of the Government of 
India. Committee's Report on machinery ami the rec~mmen
dations of the manufacturers, spares upto the maximilIIl ot 
80 per cent of the landed cost of equipment could be con-
sumed during the life span of the cranes. It was on this 
basis that the list of spares to be purchased was dnwn up, 
and the indent was duly scrutinised by the Chief Engineer. 
The purchase was considered necessary to reduce idle time 
to the mjnimum and to run the equipment properly. The 
list of spares also included 1'5 lakhs worth of spares for 
Perkins Engines, 22 of which were fitted in other eqUip-
ment. 

134. The cost of purchase had exceeded the original 
limit of 80 per cent of the capital cost of the equipment, be-
cause at the time the orders were actually placed, th~ price 
for eqUipment and spares had gone up 20 per cent to 40 per 
cent and actually the quantity of parts procured was lesser 
than t~ quantity that could have been purchased jn 1956 
at the original rates. 

135. The position in November, 1965 was that out of 
surplus spares worth Rs. 2: 33 lakhs, spares valued at 
Rs. 31,617 were issued to Works, and out of the spares 
worth Rs. 2: 05 lakhs (which were not declared surplus), 
spares' amounting to Rs. 12,208 had been utilised and it 
was hoped that further utilisation would be made during 
the expansion stages. 

136. The Committee have aZready recommended' a tho
rough enquiry into the causes of over-provisioning of stores 
and spares in para 123 and hope that unnecessary purchases 
will be avoided in future. 
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FINANCIAL MA'l'TD8 

A c...-a laTI tll-* 
137. 'Ibe estimate of capital~pendit"'re on the oue 

milliOD tonne plant had been rftised from time to time 
as Ihown below:-

Original Estimates (1956) 
1st Revision (1957) 
2nd Revision (1961) 
3rd Revision (1963) 

(Ri. in cror~} 
110'00 
178·65 
1~'32 
.2'34 

138. It will be seen from the above figures that between 
1956 and 1963 the estimate had risen by 83: 9 per cent. The 
accounts were finally closed on the 30th Juu, 1965, and 
the actual expenditure, including aprovisioa ot about Rs. 40 
lakhs made to cover certain cases under arWtration, came 
to Rs. 202' 45 crores. 

139. The reasons for the increase in the estimate of 
capital investment pertaining to the 1 million tonne plant 
are: increase in the cost of (i) plant and equiPll}ent, (ii) 
Civil engineering works; and (iii> inclusion of the cost of 
all attendant facilities. 

140 .. Like the 1 million tonne ~lant, the estimate of 
capital investment on the 2' 5 million tonne eJCpansion hu 
also undergone revisions.. When the Russians pve the. ~ 
ject Report in June, 1961, they included only lU. 98 CfOl'eI 
for the proper Steel Plant. A further 8um of RI. , .. 8 ~ 
was added to the figure making. a total estimate .of. '~ ....•. ,,'::1.1 
crores and Government authorIsed the comme~ '.01 ' 
the more important works. This estimate, h~ .... ;, ... 
eluded a number of items like the Design 9t", ..,.. . ..., 
Supervisory Staff, the temporary works, works ~\l ." 
perime~er wall like the township, powe~ and wa_" .... " 
the Rallway track, customs duty, and mterest anc:t.:.~. ::t .. . '. 
eiation charges. When 'these items were added.tbe 
mate rose to Rs. 157' 3 crores in August, 1962. the la.~ 
estimate, as sanctioned by Government, is Rs. 138' 14 ctoretl 
which excludes the township amounting to Rs. 6' 9 crares. 
But since Government have authorised the construction of 
houses and the facilities in the township, the Plant autho-
rities have assumed the total revised estimate at Rs. 145' 04 

39 
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crores. The General Manager and F.A. & C.A.O. 01 the 
Plant stated during evidence that this estimate is not likely 
to be exceeded. 

141. The upward revision of estimates necessitated due 
to incomplete estimates bei~ prepared initially has been 
the subject of criticism of this Committee and the Esti
mates Committee in the past. The Committee would 
like to reiterate that estimates of capital investment for 
setting up a project shOuld, as far as practicable, be com
plete in all respects. The practice of seeking the approval 
of Government bit by bit is milleading. The Committee 
would suggest that the Government should refuse to 

'entertain incomplete schemes. A check about the com-
pleteness of the estimates can be carried out if the sug
gestion made in para 150* of the Committee's Thirteenth 
Report is implemented. . 

B. Working Capital 
142. The Tariff Commission had estimated working capi-

tal requirements of the steel plants as 6 months' cost of pro-
ducti-on in the past, but the Government had allowed only 4 
months works cost as working capital for price fixing pur-
poses; '1.'his has been taken as a standard to be worked upto. 

143. DUring the years 1962-63, 1963-64 and 1964-65 work-
ing capital, expressed in terms of months of expenditure, at 
Bhilai had been as follows:-
--.. - •.. ----- . __ .. _--_ .. - .. _-_. - ......... -------.-

Year 

1962-63 
1963-64 
1 964-6S 

Working capital exprcned 
in months ot expenditure 

S' 3 months 
S'8 months 
6'4 months 

Thus the Bhilai Steel Plant has not been able to restrict its 
working capital within the limits prescribed by Govern-
ment. 

144. The main reason for working capital being in excess 
of the target laid down is stated to be tbe excessive inven-
tory of spares of which Rs. 2: 0 to 2: 5 crores worth is almost 

-150. • • • .. • The Committee recommend that project estimates 
should be ~repared realistically and efforts made to adhere 
to them. The Committee would like to further recommend that 
with a view to avoiding incomplete estimates being prepared 
Government shOUld inmmediately conduct a post review of the 
reasons for under estimates in the palt. Based on the ftndings of 
such a review suitable instruction. should be issued to authorities 
concerned with the preparation of project estimates. for their 
guidance. If the review reveals that. tM existing check list omits 
certain items. the same shOUld be added. 
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non-moving and Rs. 4' 0 to 5' 0 crores worth is for covering. 
risk against break~downs of major assemblies. The Plant 
has, however, expressed the hope that if Indianisation of 
spares proceeds successfully, it would be possible to .contain 
the inventories to lower figures. Once this is done the work-
ing capital would also come within the stiff target laid down. 

145. The Committee were informed that except for in-
ventories all other items of current assets and current liabi-
lities had shown improvement over the past. Inventories 

. are. high not so much due to orders placed recently, but due 
to arrivals against old orders of 1961 and 1962. 

146. The Committee are ITWt convinced that effective 
measures are being taken by the Plant in regard to control
ing the working capital as it hJ;I.s increased from 5'3 in 1962-
63 to 6: 4 in 1964-65, expressld in terms of months of ex
pendtture. If effect;ive step8 had been taken, this figure 
wou.ld have come down and not risen. The Plant and the 
Hea:d O~e ~hould take ~ffecti~e ~teps to ~rin~ the working 
capltal wtthm the presc'Mfled hmlts, as thf,s affects the pro
fitability of the Plant. 

C. Outstanding debts 

147. As on the 31st March, 1965 unrealised debts pending 
over six months totalled Rs. 122' 8 lakhs. Of this, Rs. 36' 59 
lakhs had been realised upto March, 1966. Thus, the remain-
ing debts, amounting to Rs. 86: 22 lakhs, are nearly one and 
a half years old. The main reasons for not being able to 
realize these debts are stated to be: disputed deductions 
due to revision of rates, short receipts and deductions of 
cash discount which according to the Plant are r.ot justi-
fied. Out of the unrealised debts of Rs. 86' 22 lills, 
Rs.32· 84 lakhs are due from private parties and Rs; 53' 38-
lakhs from Government parties. Of the dues from private 
parties, Rs. 30' 61 lakhs were on account of charges for 
treatment availed of in the Plant's hospital, water charges, 
transport charges, outstandings of rent and electricity and 
furniture hire charges, due from contractors, shop-keepers, 
employees and co-operative societies. 

148. The Committee fail to understand as to why Rs. 30' 61 
lakhs which represent charges for treatment auailed of in 
the Pknt's hospital, water charges, etc., could not be settled 
for such a long time. The Committee recommend that 
urgent steps including legal proceedings should be taken to" 
recover these as well as the other O1Ltstanding debts. Where 
defective procedure is responsible for the delays, suitable 
action should be taken to streamline it with a view to avoid 
future delays. 
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Dj.Utl',> ........ . J!JIIIIIIII, 

149. As l1l~loned eatti~, the Plant entered the opera-
·t4oul .... lia MtUVY, 1959, when the first Blast Furnace 
'was COIftIft.~. 'nie woddng results from the years 
1959010 to ~ are shown below:-

---- .. --
Rs. in lakhs 

Profit ( +) ·Loss ( - ) 
._------------------

19'9-60 
1960-61 
I96I-6a 
196a..63 
J5I63-64 
I~1-65 

(+) 3' IS 
(+) 152 69 

388'57 
448'93 

+ 150'03 
+ 50 '28 

11M). SlMe 1962-63, the Plant has started bearing propor-
tio~ inMtelt charges on loans. It may be seen from the 
above ftaures that the profit of the Plant declined trom 
Be. 150' 03lakhs in 1963-64 to Rs. 50' 28 lakhs in 1964-65. As = the decline in prodt in 19~it was stated that in 
1 two shift depreciation at the rate of 7% had to be 
provided as agaJ.nst a provi~ionof 5% <during 1964-65. That 
aecounted for ail addition of Rs. , l' 6 crores, 

151. The Plant aJlthorities,are veryoptilnistic about, the 
Plant's profitability from. 1966-67 onwards. It was stated 
that on the completion of the 2' 5 million tonne stage in 
1966-67 the net profit of the Plant would be Rs, 16' 00 
crores,' . 

152, Asked on wha.t basis. this forecast was made, the 
Plant has given the following details:- . 

PSJticulars 

Gross sales 
Less freight outward 
Cash discount 
Net sales 
Raw materials 
Stores and spares 
Excise duty , 
Power, fuel & Relining 
Salaries 
Depreciation 

-------------
(RI.in CrMes) 

-------_._--_._----. _._--
157'3 

14'1 
0,8 

142 '4 
40 '0 

14'4 
23'5 
4'0 
10'3 

20'2 



Particulars (Rs. in aores) 

Interest on loan 
General administration 
Works administration 
Selling administration 
Township administration 
Miscellaneous 

Net margin , 

8'0 
2'0 
0,6 
0,8 
1·8 
0,8 

153. The Plant has, however, stated that the net margin 
of Rs. 16 crores was based on the following assumptions:-

(1) All units working at full capacity. 
(2) Marketability for the entire production. 
(3) Current wage level. 
(4) Current price level for raw materials and stores. 
(5) Current level of excise duty rates and taxes. 

154. They have further added that while during 1966-67, 
the Plant will be having a production potential of 2' 3 mil-
lion tonnes of ingots (against the ultimate capacity of 2' 5 
million tonnes), the production 'may have to be deliberately 
curtailed, having regard to the· condition obtaining at 
present. 

155. As stated earlier, the sales outlook at the moment 
is not very bright and it is doubtful if the Plant 10m be 
-able to produce to the optimum capacity, due to lack o~ 
orders. This will adversely affect the profitability. The 
Committee hope that an efforts 10m be made btl the Plant 
to increase its productivity and sales if nece88ary by diver
.Bification and development of new products and to reduce 
its costs by efficient methods so that forecasts of profits 
.are achieved. The Sales Office will have to exert more 
towards this end. 

E. Payment 01 demurrage ebarres 
156. The amount of demurrage charged and paid to the 

Railways .during each of the last 3 years is given below:-

Amount Amount Amount 
Year billed by paid disputed 

Railways 

1962-63 24,38,816 9,17.280 IS,2I,5S6 
1963-64 27,60,772 II >48,776 16,11,996 
1964-65 32,01,248 22040,904 9,60,344 

221 L.S.S.-4. 



lA7. I~t Wi~~ be seen that demurrage ch' .... hav.c been 
moun"'flng yeiH by year. Bt!tw~~, 1~~~:-6.3_ Ilnd 1.9.64-65. the-
demurrage paid has'n1ore than doubled. In apditiqn, tp the 
paYIi'ent already made during the 3 y¢a.rsi {l ~ s~ of 
Rs, (0'93 lakhs is under dispute. 'The ,: 'Railways . have 
alk?vy:ed a re~is.sion of Rs. 4; 39 lakhs, , tG"wards the diJputed 
amount pertaimng to 1964-65. Remissions ·fCU'. the e~lier 
years are being worked out by ~~:tp.. . ' . .. 

158. The Committee were informed that the problem 
of demurrage was constantly reviewed in the Traffic Mana-
ge~'s Production Committee meetings in which the repre-
sen.t~~ves of wor~ers also participate. As a result of such 
reviews, it has been possible to reduce detention time but 
t~d'~ ril.e'd~~~ihtrr,d.. ~~~~. 1i~e.c\. to, cOllditiQ~ of loading 
ah "R'u"~'lLm~"L p.\wrht?~ . .1 ~~~W fflf{~" is un,a,Y01~le un.l~~ 
t 'e 8UWll.rS cnang~~nefr~e,time. 

I j • r , , , • , 

F •. A.QcoUlltAD:g ProeetJure 

160. The. Comtpittee fin I;! , tha~ the cost. of water per 
tonn~bf ihgot 'steet: lit: ~hi1~i is 'lts, 5' 50 while the corres- , 
P~,~~~$,t fi_~~e. \fo~ ~~~,~~1ir. . i~ ,~s. l' ap. ' 

1~1. It .was efP~ir.'ed th~t th~, uni,t c?s~ Qf~~~er in b~th,.. 
the ~~eslw~s~ mo~ 'or1e~!\' ii:i~n't1calHut the dUtE!fE'nCe arose. 
bedat;l~e'of separatesYstettiS' of, wat~.r·clrcul~tio~ In the twp'" 
Ptants':' ~t B'hilai, the'return water is coUe(jtedin cooling. 
tankS" ~nd' the qU8htity, incIu4irig :ntake.:gqOd w~ter i~ f~d\,' 
b!cK" 'to' the' Plant',' a'tld the 'cost is' calcufate<!. on .thE! ,ba~$ \ 
of the entire quantity circulated. Durgapur Steel Plant, 
on the ot~er hand, . h~$,.gp.~l,a:dosed, water circulati0!l 
system WIth cooling towers and the cost per 1()3 M3 19 
worked out on th~ quantiJlY to ma!'te-good water only. 
Th.e C«mmittee fee! .tht&t ,aU the three S~eet Pla.nts 8ho~l~: 
have a 'Uniform procedure of ~ost aUoca.tton so as to fQcth-
tate, comparison of cOTTespond~g, costs m the Steel PLants. 
This wiU help thePl.ants and the Head Office to compare 
the costs of the three PIa,," inter-se and enable the 
Ma.nagement to take timely steps to reduce them whe.re th.e ' 
Plf.-nt is at a dis-ad1,f(lntage, vi.s-oAl-vis oth.eT plQMts~ '!hts 
should allo leClc;itq a heCJl~hy' element of Comp.'~l~tOn 
betw,een the PlMtI,. 



A. Over-staflllr 
162. The Detailed Prgject ~pon for the Million Tonne 

Plant estimated, the ~an-PQwe,r requirements at 7,300" As 
against this estimate. 26,B~! pers,ons (exclucUng-construc-
tiOD workers but inc~uding wqrkers workt~g ¥1 township 
and mines) were actually employed o~ the 31st Dec~mber, 
1964, i.e., more than thrice the number provided in the Pro-
ject Report. In addition to this, 3205 persons were employ-
ed in respect of expansion. 

~63. It b,~ been exp\a~,q t~t Ule figures estimated in 
the D.P.~. were 'v~y ~qW ~aL\~ certain asawnptions 
W~crh ~~e Sovi~ ~~~r~ fl(ld Il\ade, for example, mecha-
nical handling fac~Uti~" ~~ loal!Ung and un-Ioading inside 
the Plant, mechani~ation of maintena~ce jobs to the extent 
Brevailin~ in tbe U.S.S.R., did not erove con;ect. In addl-
tiQll, lI11e Plant had also to abserb about 46.~ per cent of 
the cOlletrue1ion stafl. Wtth a vieW' to det~rmtne a stand-
ard force, a Com.mtttee e:n Mal\~powerw~ ~~pointed In 
1958-59 by the Head OfBee and this Committee fixed a 
s,t~~~,lgt~ o~ t~~a~ fo~ ,tM ~X1ti:r~ \ ~,·ll.io, n ~~t tUowing 
d:is~re.t~Q~ tQ t l1e, , P~nt jll.lt;b.o.tiU, ~~ to ad~ 1() this af1er 
~fudy by tb.~ In.d.~tul\l E.p.~iD~e~~ I)epa~~t. Actually on 1-4-1964, the stat! employed was 17,754. 0\1\ since the 
Plant had to engage persons for training for un~ts under 
t~~ .~~ioQ .taIe, t\le nllIllbu had to be iereased fur-
~heJ!. 

164. Durin~ evidenee the General Man~ger admitted 
that there was some over-staffing at the 1 million tonne 
stage, but the surplus staff had now been absorb~d in the 
~ltiP~ion 1;>,arl'inJ,t spme persons in the deneal gradt:. 

165. Sa far as the 2'5 miHion st~ge is concerned, the 
original estimate given in ~he D.:p.R. was 12.1140. For tl\e 
reasons stated in para 158, this estimate was considered in-
adequate. The Industrial Engineerin~ Departmen.t of the 
:P-l~t ltpd canied out a detailed study of the man-power 
~\lirement9 for operational aDd maintenance :pep aft-
~~ts GIlly dUring 2.S million stage and bad fi~ed the 
.t,.~~gtl\ of staff at 25,tJ86. The stItellgth act~any ~mployed 
'~ 1-1Q..19G5 wu21,881. ' 

• 



46 

166. It is evident that the estimates given in the 
D.P.Rs. both for one million tonne stage and 2'5 million 
tonne stage were very wide. off the mark. The collaborating 
agerooy ,should have been give?l all necessary da.ta about 
the Indian conditions so that·· realistic estimates of staff 
could have been made. ThestajJ strength has subsequently 
beenre-fi:red a number of ,times. The refi.:ra.tion done by 
the Head Office and the P14~t itself subsequently Was also 
found to be incomplete. 

167. The over-staffing in the Steel Plants has been ad-
· 'r'/-itted to some extent. The Plant shoy.l(:l determine the 
· overall strength required for the 2 . 5 million stage. Once 
· this figure is d~termined, attempt8 should be made to run 
the Plant within that limit. 

B. Overtime AUoWu.ce 

168. During the years 1963-64 aIld 1~64-65, the Plant paid 
'Rs. 6'19 lakhs and RS.30·13 lakhs respectively as over-
time. allowance. Thus, the overtime allo.wances have 

. increased about five-fold within one year. The following 
reasons have been assigned for this rise:-

(i) The plant personnel in shifts have to be kept 
back to exchange notes and explain the position 
to the staff of the next shift. It takes one hour 
for the shift to be taken over and overtime has 
to be paid to the relieved shift. . 

(ii) Capital repairs to the blast furnaces took place 
in 1964-65. Since more people are needed for re-
lining of blast furnaces, existin2' staft had to do 
overtime. 

(iii) In the non-technical departments, particularly 
in the Accounts and Stores departments due to 
withdrawal of 700 persons, who w~re found sur-
plus to requirements, remaining staff had to do 
overwork. 

169. During evidence, the Secretary, H.S.L., stated that 
the Board of R.S.L. had been unhappy about increases in 
overtime allowance, which seemed to be chronic in all the 
three plants, and had urged upon the General Managers to· 
keep it within reasonable limits. 

The Committee are unhappy about the rise in overtime 
allowance to the tune of Rs. 24 Zakh. in a ringle yeaf'. 
Overtime allowance should not be admitted as a m.atter of 
course b1L! allowed sparinqly. Only the Heads of Depart
ments . should be authorised, to sanction overtime and 
whenever they do so they should state the reasons there
for. The General MaMger should also keep a watch. 



X' 
CONCLUSION 

170. Duripg the course of their examination of the Bhilai 
Steel Plant, the Com.rni.ttee have come across certain deft-
ciencies .in ;the working of the Plant which have been dis-
cussed in the foregoing chapten. More important of these 
are mentioned below:+- ' 

(i) In,ordinate de~ays.,in ~he comp)etion of the vari-
ous production units, (paras 12 and 19);' 

(il) Delay iIi 'purchase of locomotives resulting m 
transport ])ottleneck and fall in productiOll 
(paras 35 and 36); i 

(iii) High rejections of Rails (paras 38 arid 45); 
(iv) Inadequate slntering capaci~ (para 76):' 
(v) Delay in relining of overaged Blast Fumacei af-

fecting adverSely the economical working of the 
Plant (paras :102 and 103): ,; 

(vi) Excessive stones and $pares and worki~gcapital 
affecting adversely the profitability of the Plant 
(paras 122 arid 146); and ' 

(vii) Overstafting ~paras 160 and 167) ~ 
171. The, Committee 'agree that the setting up and run-

ning of a complex project like a steel plant is a stupen-
dous task, requiring high degree of managerial and techni-
cal skills and financial resources. But at least some of ,the 
shortcomings, referred to above, could have, been avoided 
if proper planning had been done and timely action taken. 
The problem faced by the plant to-day pertains to the dete-
rior-ation in the quality of raw materials and the lack of 
demand of certain products. Committee have made sug-
gestions in this regard at appropriate places In the Re-
port. 

172. NotWithstanding these deficiencies and problems it 
is heartenin~ that production in the Plant is above the 
rated capacity. The Committee trust that the Plant will 
make concerted efforts to increase its efficiency and there-
by profitability in future· 

NEW DELHI: 
April 21, 1966. 

, 
Vcrisakha 1, 1888 (Saka) 
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D.N.TIWARY 
Chairman, 

Committee on Public 
Undertakings. 
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APPENDIX m 
~ oj., c.cmc11liiana/r.eC08ll1lS1ad4tions of the. 

CortuD.iUae. on. Eublic {Jn4maJcing •• contained in the 
Report. 

~tp. 
~.r~,No.; 
in ~he 
Report 

r' 

s~ Qfi cqpclusions/ 
~~dations 

-----_._---
L 

1 12 

19<. 

While some delays in construction could be 
expected, owing to the lack of experience in 
setting up a complex project like a steel plant, 
the Committee feel that delays ove,r a year 
can hardly be justified. " 

The Oommittee do net consider that the 
~ulties in regard to the completion of the 
v.ariou~ ll;Ili~ o~ the 2:5 mi~on tonne expansion 
mentioned·in paras 17-and'18 were unsurmount-
able and beyond' the control· of the Plant autho-
rities. Difficulties like delays in obtaining steel 
and having to import~it8S a test resort had arisen 
inth~ construction of the one million tg;tne plapt 
also. If tous appears that th.e experience of the 

,one million tonn,e stage was not utilised to 
avoid si,milar difficulties dpring the present ex-
pansion. . It is cl~ar that· the anticipation of steel 
supplies WJl$ incorrect. That this should happen 
when the prQJiuctioq ,capadty of each steel plant 
was known, when most of th~ steel required was 
p,J:Odtlced in the Plants of the Hnidustan Steel 
Limited, and when all the, steel required is distri-
buted by the H.S.L. to the various consumers on 
tOe b,asis of fixed p'riorities. is a matter, of serio.u9 
concern. It \\Ta,S only in 1963, when alY-the steel 
snould have ,reached the, fab,ricators that it was 
discovered that 5,006tonnes of steel would not be 
a,vaUabte in. tJte country and would have to be 
imported. The Committee regret to observe that 
there was la,ck of for~ight and vigilance in this 
~g~d. It is hoped that greater care would be 
taken in this matter. in, the next expansion pro-
g,~:' . , 
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The Committee have already referred to the 
need for simplifying the procedure relating to 
sanctioning of foreign exchange and import 
licences for public undertakings in para 127Jf 
their Thirteenth Report on Management and 
Administration of Public Undertakings. They 
suggest that the procedure in this regard should 
be simplified. 

It has to be mentioned that the original sche-
dule of commissioning the 2'5 million tonne ex-
pansion was revised. 6 times within a period of 2 
years. Realistic estimation of completion tar-
gets is essential, but such revisions should not be 
made every time a delay occurs. Once a time-
schedule is prepared, all efforts should be made 
to fulfil the targets in time. 

The Committee hope that it will be possible to 
finalise t he details of the expansion of the Plant ' 
to 3'5 million tonne capacity at an early date and 
take up the preparation of the Detailed Proj~t 
Report without further delay. The Bhilai Steel 
Plant is already behind the Durgapur and Rour-
kela Steel Plants in this matter and the Com-
mittee hope that it will make all efforts to regaiD 
the lost time. 

The Committee think that the progress in deve-
loping manufacturing capacity in respect of 
equipment has been rather slow. To achieve 
indigenous equipment to the extent of 38 per 
cent at the 3:5 million tonne expansion stage is 
not satisfactory. The Committee hope that dur-
ing the Fourth Plant period accelerated. i'rogreSl 
in this regard would be made. The object should 
be to set up a steel plant with wholly indigenous 
equipment and know-how. 

It will be seen that production was affected 
during the expansion stage due to late receipt of 
locomotives. The Plant was aware that the 
Russian locomotives were ineffective and ex-
tremely expensive to maintain. Therefore. 
negotiations should have been carried out with 
the Russians from the beginning to find an alter-
native source for the locomotives. It is mainly 
due to failure to initiate timely action for !he 
purchase of locomotives that the production 
suffered to that extent. 
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TIle Committee were informed that the trans-
port bottleneck would continue as long as the 
defects in the Russian locomotives are not recti-
fied. It is understood that efforts are being made 
to replace the engines of these locomoitves. The 
Committee are unhappy with the present state of 
affairs both on acconut of the bottleneck which 
these locomotives are creating and on account of 
the vehy high cost of their maintenance. Both 
these factors are havinp' an adverse effect on the 
cost of production arid it is necess~ry to take 
urgent measures to rectify the situation. The 
Committee recommend that the efforts to replace 
the engines of these IdComotive!; should be expe-
dited. The Railway Board should also be con-
sulted for expert advice on the subject, if not al-
ready done. 

The Committee are glad to learn that the per-
centage of rejections of rails will go down in 
1965-66. They do not, however, appreciate the 
argument that because the production of sub-
standard rails had been below 19 per cent during 
the last three years, therefore there was no loss 
on their production. Had there been no rejec-
tions of rails, the net value of Rs. 39.42 lakhs (the 
difference in sale value between sub-standarc1 
and good rails) would have realised had there 
been no rejections. Public UndertakIngs can-
not be complacent about rejections or sub-
standard products as costs of both material 
;Jnd labour are involved. Every effort should, 
be made to avoid such a loss. In the 
opinion of the Committee a figure of 12 oer cent 
rejectiolll1 is on the high side. which should 
warran' a clOSt' !'!crutinv bv the General Manager 
and the H,..n(i (lffice. Thev should tlke concrete 
moasurc'; to hring down this fi~re. The Com-
mit1ee also recommend that efforts should be 
made to obtain a better price for untested 105 lbs 
rails. 

The Committee feel that it is not proper to fix 
the price of ammonium sulphate produced by the 
Bh.ilai Steel Plant on par with that of TISeO and 
rrseo. The gross . block per tonne of saleable 
stepl in the case of TISCO and lISCO is lIl1,J.Ch 
Jess than the corresponding. figure relating to the 
HSL plants, as tbepr~vate sector plants were 
constructed severel years back when the COlt 

'-----.,,,- - .. -- -----.. --.---.-~- ----
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was less. The Committee understand that dur-
ing the last. 3 years, the Plant had approached 
the Government of India several times for a revi-
sion of the price of ammonium sulphate price 
paid to it. The chief Cost Accounts Officer had 
also been asked to examine the costs of the plant 
but he had not done so. The Committee recom-
mend that this should be Undertaken at an early 
date. 

It is evident from the observations of the Secre-
tary. Ministry of Iron and Steel and the Head 
Office that declining demand for pig iron is go-
ing to presen~ a problem. The Committee there-
fore recommend that Government should make a 
realistic survey of the demand in the country. 
That the estimate of demand prepared by the 
DGTD and the Ministry of Iron and Steel varied 
to the extent of 25 per cent and that even the 
lower estimates of the Ministry were higher than 
the off-take, indicates that there is no -proper 
procedure for calculating the demand. Unless 
this is done on a scientific basis and the Govern-
ment is able to know the exact demand for a 
particular item unnecessary imports might be 
made or the capacity in the Steel mills for the 
production of this item might be over or under 
estimated. 

When the expansion of the steel Plants 
takes place. the problems of selling the 
grade of pig iron with lower silicon content will 
also correspondingly increase. A quick market 
survey for its disposal at home and abroad should 
therefore be carried out . 

Thou,lrh the ~ Secretary of the Ministry of 
Iron and Steel informed the Committee that this 
slump in merchant products was a temporary 
phase. the Committee feel that it fs necessary for 
the Government to !'tudy the demand position 
carefully before deciding the product-mix of the 
expanned Plants. There would be no 1')uTPose'in 
rollln~ l>l'oducts in excess of the demand' or fo1' 
which there is no demand. 

The Committee desll't' that before takinl! R· 
final decision on the product-mix of thE" steel 
plants, in the 1)ublic sector including Bhilai . 

. ,.,- ~ 
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the demand for various products should be 
carefully studied. 

There is a steep rise in compensations 
paid from as. 9265 in 1963~64 to Rs. 2:441akhs in 
1964-65 even though it represents only a negligae 
ble fraction of 1 per cent of the total sales. T.here 
should be no complacency about this matter lnd 
efforts should be made to give service a free of. 
complaint. As regards the reason that cUBto~ 

. mers do not specify their requirements in detail 
resulting in wrong supplies, the Committee sug-
gest that no supply should be effected unless the 
PIl,lnt is definite about the specifications requir-
ed by the cutomer. The Sales Office should rea 
solve all these matters and give clear instruCa 
tions to the Plant. The Committee suggest that 
the question of giving facilities to the cutomers 
to inspect the goods before despatch might be 
examined. 

It does not appear that problem of varia-
tions in ash content of coal can be solved by 
negotiations with the collieries. Installation of a 
blending equipment at the Plant seems to be the 
best solution. In the initial stages, the installa-
tion of the equipment was not looked upon with 
favour in view of the increase in the already 
high capital cost of the Plant. In view of the 
prevailing circumstances it might be examined 
if it would be in the interest of the Plant to ins-
tal a coal blending equipment. 

The Committee hope that arrangements 
for selective crushing will be made at the Bhilai 
Steel Plant also. 

In view of the high rate of fines in the 
iron ore, adequate number of sintering machines 
will have to be provided at the Plant. The Com-
mittee hope that an early decision will be taken 
for l?roviding two additional sintering plants, as 
recommended by Gipromez. 

Considering the quantum of savings In 
the cost of production and the smallcapitalln-
vestment involved, the Plant should have gone 
in for a disiliconisation plant earlier. If suCh a 
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plant had been lnstalled the rate of consump-
tion of iron ore would have been re4uced and 
the wear and tear of the refractories would 
have also gone down. The Committee re~-

. mend. that the necessary plant should be fabri-
cated and installed. 

The Committee hope that it would be 
. possible for the Bhilai Steel Plant to instal the 

equipment for oil injection before ~ong. The 
. Oil and Natural Gas Commission should also 
take energetic steps to produce the required 
quantity of furnace oil in the country. 

The Committee see no reason why the 
Bhilai Steel Plant cannot plan its requirement! 
of refractories ahead of time specially since this 
is a rec.-urringl requilrement. The Ministry of 
Iron and· Steel have informed the Committee 
that it. would be possible for the refractory 
manufacturers to expand their capacities accord-
ing to the needs of the steel plants by diversify-
in~ their existing licensed· capacities for other 
types of refractories. The Committee have al-
ready recommended in their twenty-ninth report 
on the Durgapur Steel Plant that encourage-
ment should be given to the manufacturers of 
refractories in India to manufacture all the 
types required by the Steel Plants. 

There is considerable force in the argu-
ment of the Indian Refractory Makers ASSOCIa-
tion that the refractory industry is put to diftl-
culties when each Plant lays down itS own spe-
cifications which are quite different from those 
of the 1.8.1. Economic production also becomes 
difficult when each Plant lays down its own spe
cifications. The Committee recommend that the 

. matter should be examtned by a Technical cOm-
mittee consisting of representatives of all the 
8t~1 plants and the Indian Standards Institution. 
That Committee may study the specifications 
used by the various plants and evolve common 
standard specifications for adoption by all the 
Plants. 

The Committee regret that losses on 
accoont of shortages of raw materials have been 
treated lighUy and considered as inevitable. It 
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is only from this year that a watch Is beina _kept 
over them. The loss of RI. 80 1akhs to 1 crore 
of raw materials in each Plant due to baadliD, 
losses and pilferage cannot be ignored and every 
effort should be made to reduce them. Aplll1 
from the measures already taken, the Commit-
tee hope that precautions will be taken to p~ 
vent pilferage particularly from within the 
works. This matter should also form part of a 
periodical review by the Head Offtae and Qov-
ernment. 

24 103 The Committee regret to observe that 
the Plant did Dot obtain the neceuary equip-
ment for change of top gear and relining of blast 
furnaces in time. Investigation should be held 
into the c;auses of delay and responsibility flxed. 
With a view to avoid recurrence of mistakes of 
this nature in future, a long term programme for 
capital repairs should be drawn up and deftnlte 
time schedule prescribed for the -ordering of 
equipment, starting and completion of work etc. 

25 108-109 The Committee fail to understand why 
the suitability of the Brick making machines 
was not properly assessed before purchasing 
them from the USSR When the Plant authori-
ties came to the conclusion that these machines 
were not needed by them, arrangement. .hould 
have been made to dispose them off. The COD;l-
mittee found that this was not done. On the 
other hand in response to an enquiry from the 
National Building Construction Corporation who 
were wanting to purchase such machinet, the 
BhiIat Steel Plant replied on 4th January 1982 
"Since the Brick making machines imported Ex-
USSR will be required by us during Expansion 
Work, it is regretted that we are unable to spare 
the same." The National BuildingS Construction 
Corporation was then obliged to Import the 
machines from abroad. . 

The Plant has held on to the brick making 
equipment for over 8 years after coming to the 
conclusion that they were of no use to them. Four 
years back an offer from another public under-
taking for their purchase was rejected. Thus 
valuable foreign exchange has not only been 
blocked by their purchue but further amount. 



--~-.. -----.-.-.- ---------- _ ...•.. _ .. _-----
1 2 

'. '.:., ;". .l .: ~ 

. i.;. 
.' . ,. 

, ........ : .... " 

': ., ,~', 

J '" 1 

'26· . 113 

~ .. ' ~ .. 

I • ~'. 

" ., 27· I Hi 
. ' .. .. 

" ".1 . . 

. ,,·S· ". .. -~ \ 
122 

.. . . ' . ~ 

. '. 

,.t, 

I 29 J 23 

3 
---_ ..... -' .... __ ... 

. had to beapent for purchase of similar equip-
ment by another sister concern because of refu~ 
sal to part with the eqttipment. If the Plant re-
quired the machines only at a. later date, they 
could at least have been loaned out. The Com~ 
mittee can only express their regret over it and 
hope that the plant authorities will show better 
prudence in future. 

Twenty trolleys purchased in 19'58 at a 
cost of Rs. 1·85 lakhs were lying unused. They 
were found unsuitable for the work for which 
they were purchased. During evidence it was 
admitted that trolleys had not been inspected 
before purchase to find out whether they would 
serve the purpose. No responsibility was fixed 
in this case. SueD infructuous expenditure 
should be avoided in future. 

The Committee regret to note that al-
though the construction of the plant had started 
in 11157 and production started in 1959, it was 
only in April, 1964 that a scientific system of in-
ventory control was introduced. It is also re-
grettable that the Plant took more than 2 years 
in. introducing .the system after the company 
audito~s had pointed out the necessity for it. 

The excessive over-stocking of stores and 
spares, in Bhilai is a matter of serious COll-
cern. The existence of surplus stores and spares 
to the tune of Rs. 5~565 crores on completion of 
the 1 million tonne stage and B.s. 2'51 crores in 
1964 is an indication of a serious lacuna in the 
provisioning system. As a result of this valu-
able foreign exchange had been unnecessarily 

,spent on tp,e purchase of these items. 

The Committee recommend that an en~ 
quiry should be held by the R.S.L. into the cir~ 
cumstances under which such over provisioning 
of stores was made. If the enquiry reveals mala-
fide or lack of exercise of ordinary prudence, 
explanation of the person concerned should be 
called and suitable action taken. This will act 
as a deterrent in future. The tendency to over 
spend foreign exchange in such a manner is to be 
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deprecated and all measures should be taken by 
Government to put an end to such mistakes in 
future. '_~.I 

The Committee expect,' that the surplus 
stores will be utilised during expansion or in the 
:aokaro Steel Plant. The Controllers of Stores 
of all the Plants including Bokaro should be 
supplied with a list of these stores and they 
should be instructed to avoid fresh imports of 
these items. Audit may also like to keep a 
watch on this matter. 

It hardly needs to be pointed out that most 
medical stores have a time limit beyond which 
they cannot be used. The loss caused by such 
excess stocking has to be avoided. The Commit-
tee hop~ that the new system introduced by the 
Plant would not permit overstocking. They 
suggest that the H.S.L. should introduce a uni-
form system in this regard ~ all the steel plants. 

The Committee regret to, note that the Plant 
allowed valuable cost iron skill scrap to be 
covered by sl,ag. It is wUortunate that even 
temporary separate storage arrangemelnts coUld 
not be made by the Plant authorities during a 
period of over 3 years, with the result that scrap 
worth Rs. 27:78 lakhs was lost. 

Out of Rs. 2·33 lakhs worth of spares declafed 
surplus spares worth Rs. 31,617 were issued to 
Works and of the spares worth Rs. 2·05 lakbs 
(which were not <;leclared surplus) spares worth 
Rs. 12,208/- had been utilised upto November, 
1965 and it was hoped that furtner utilisation 
would be made during the expansion stages. 

r 

The Committee have already recommendeti· a 
thorough enquiry into the cause of over provi-
sioning of stores and spares;, ~n para 123 and ~ope 
that 'unnecessary purchases will he avoided in 
future. ' 

The upward revision, of ; estimates of capi-
tal expenditure necessitated due to incom-
plete estimates beini{ pJ;'epared initially has been 
the subject ofcriticlSIn of this Committee and 
the Estimates Committee in the past. The 
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Committee would like to reiterate that 
estimates of capital investment for setting 
up a project should, as far as practicable, 
be complete in all respects. Th~ practice 
of seeking the approval of Government bit by 
bit is misleading. The Committee would suggest 
that the Government should refuse to entertain 

. incomplete schemes. A check about the com-
pleteness of the estimates can be carried out if 
the sUllgestion made in para 150 of the Commit-
tee's Thirteenth Report is implemented. 

The Committee are not convinced that 
effective measures are being taken by' the Plant 
~n regard to cO!ltrolling the working capital as 
it has increased from 5.2 in 1962-63 to 6.4 in 
1964-65. expressed in terms of months or 
expenditure. If effective steps had been taken, 
this ftgure would have come down and not 
risen. The Plant and the Head Office should 
take effective steps to bring the working capital 
within the prescribed limits, as this effects the 
'profitability of the Plant. 

The Committee fail to understand as to why 
Rs. 30.61 lakhs, ~hich represent charges for 
treatment availed of in the Plant's hospital, 
water charges, etc., could not be settled for such 
a long time. The Committee recommend that 
w-gent steps including legal proceedings should 
be taken to recover these as well as the other 
outstanding debts.· Where defectivt! procedure 
is responsible for the delays, suitable action 
should taken taken to streamline it with a view 
to avoid future delays. 

The sales outlook at the moment is not very 
bright and it is doubtful if the Plant will be 

I able to produc~ to the optimum capacity, due to 
lack of orders. This will adversely affect the 
profitability. The Committee hope that all efforts 
will be made by the Plant to increase its produc-
tivity and. sales if necessary by diversification 

,aJ;lddevelopment of new products nnd to reduce 
its costs by efficient methods so that forecasts of 
profits. are achieved. The Sales Office will have 
to exert more towards this end' 
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The Committee are not convinced that the 
measures tak~n by the Plant to reduce de-
murrage are bearing fruit judging by the fact 
that the demurrage paid is rising r~_pidly year 
by year instead of decreasing. '·'I1lis matter 
should be examined at the highest level in the 
Plant and effective measures taken to reduce 
the demurrage charges; to the minimum. An 
expenditure of Rs. 28 l3khs per year on thIs 
account cannot be treatectlightly. 

The Committee feel that all the three ~teel 
Plants should have a uniform procedure ot cost 
allocation so as to facilitate comparison of 
correspond.iJlg costs in the steel Plants. This 
will help the Plants and the Head Office to com-
pare the costs of the three Plants inter-Be and 
enable the ManagemenJ to take timely steps to 
reduce them where the Plant is at a dis-advant-
age vis-a-vis other plants. This should also lead 
to a healthy element of competition between 
the plants. 

It is evident that the estimates 01 manpower 
requiremepts given in the D.P.Rs., both for one 
million tonne stage and 2'5 million tonne stage, 
were very wide off the marh:. The collaborating 
agency should have been given all necessary 
data about the Indian conditions so that realistic 
estimates of staff could have been made. The 
staff strength has subsequently been re-fixed a 
number of times. The refixation done by the 
Head Office and the Plant itself subsequently 
was also found to be incomplete. 

The over-staffing in the Steel Plants has been 
admitfed to some extent. The Plant should 
determine the overall strength required for the 
2.5 million stage. Once this figure is determin£'d, 
attempts should be made to run the Plant within 
that limit. 

The Committee are unhappy about the rise jn 
ovcrtime allowance to the tune of Rs. 24 lakhs 
in a smgle year. Overtime allowance should not 
be admitted as a matter of course. but allowed 
sparingly. Only the Heads of Departments should 
be au thoriled," " ~:lBDttton owi'ttme ed-when-
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ever they do so they should state the reaSons 
therefor. The Gerleral Manager should also 
keep a wateh. 

The CoIrimitiee a~a1le that the setting up 
and running of a comple~ project like a steel 
plant Is a stupendous taft, requiring high degree 
of mBD&gi!rial and teclmle1il skills and financial 
resoUftes. But at least some of the short-
comings, referred to In the Report could have 
been avoided if proper plihning had been done 
and timely ~(jfi taken. 

Notwithstanding these deftciences LInd prob-
lems it ia heartenin« that production in the 
Plant is above the rated capacity. The Commit-
tee trwtt that the Plam ""ill make concerted 
efforts to increase Its E!lftciency and thereby 
profttabilfty In future. 
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