
C.P.V. No. 15 

COMMI'ITEE ON PUBLIC UNDERTAKINGS 

(THIRD LOK SABHA) 

TlDRTY-FIRST REPORT 

ALLOY STEELS PROJECT AND COAL WASHERmS 
PROJECT OF mNDUSTAN STEEL LIMITED 

(MINISTRY OF IRON AND STEEL) 

"'1.'.' / .. ' ,,'. ,'" ,,,' /1 1 
)I' (,. "f' ~"_ I, ' 

~ ... .....-:,. . ." 

,~j )' '/' {'/ . " ~ I I or (, 

LOK SABRA SECRETARIAT 
MIIW DELHI 

April, IIHl6/Vai_"_ 1888 (5) 

1_ 1 .. 1.() Priu : Re. I' 05 .a 



LIST OF AUTHORISED AGENTS FOR THE SALE OF LOK SABHA 
SECRETARIAT PUBLICATIONS 

SL Name of Agent 
No. 

ANDHRA PRADESH 

I. Andhra Univenity General 
Cooperative Stores Ltd.. 
Waltair (Viaakhapatnam). 

2. G.R. Lakahmipathl' Chetty 
and Sons, General 
Merchants and News 
~nt., Newpet, Chan
dragiri, Chittoor 
District. 

ASSAM 

3. Western Book Depot, 
Pan Bazar, Gauhati. 

BIHAR 

4. Amar Kitab Ghar. POIt B':J!d Diaaonal Road, J pur. 

GUJARAT 

S. Vilay Stores, Station Road, 
Anand. 

6. The New Order Book 
Company, Ellis Bridge, 
Ahmedabad-6. 

MADHYA PRADESH 
,. Modern Book House, Shiv 

Vllu Palace. Indore 
Qty. 

MAHARASHTRA 

8. MIL Sunderdu Gianchand. 
601, Girgaum Road, 
Ncar Princcss Street, 
Bombay-a. 

9. The International Book 
House (Private) Limited, 
~ ~!~. Lane. Mahatma 
UIDC1l1l Road, BombaY-I. 

10. The International Book 
Service!,. Deccan Gym-
khana, t'oona-4. 

II. Charles Lambert &: 
~pany~loI,Mahatma 
Gandhi Koad, OppoaJte 
Oock Tower, Fort. 
Bombay. 

12. The Current Book House. 
Maruti Lane, Raahunath 
Dadaji Street, Bombay-I. 

Agency 
No. 

8 

94 

7 

37 

35 

13 

6 

2.6 

30 

60 

SL Name of Agent 
No. 

13. Deccan Book Stall. 
Ferguson College Road, 
Paona-4. 

RAJASTHAN 

14. Information Centre, G0-
vernment of Rajasthan. 
Tripolia, Jaipur City. 

UTTAR PRADESH 

IS. Swastik Industrial Works. 
S9,. Holi Street. Meerut 
City. 

16. Law Book Company t 
Sardar Patel Marg. 
Allahabad-I. 

WEST BENGAL 

17. Granthalolta, ,/1, Ambica 
Mookherjee Road. Bel-
gharia, 24 pargana. 

18. W. Newman & Company 
Ltd., 3. Old Court Houee 
Street. Calcutta. 

19. Firma K. 1.. Mukhopadhyay, 
6/1A. Banchharam Alaur 
Lane. Calcuua-12. 

DELHI 

ao. Jain Book Agency, Con-
naught Place, New Delhi. 

21. Sat Naraln & Sone, 3141, 
Mohd. Ali Bazar. MOIl 
Gate. Delhi. 

22. Atma Ram &: Sona, ICuh
mere Gate. Dc1hl-6. 

23. J. M. Jaina &: Brothen. 
Mori Gate. Delhi. 

24. The Central New.:c, 

~~D~ • 
:& 5. The Bn,Iiah Boot Store. 

7-1., Connanabt CUc:uI, 
New Delhi. 

• 
26. Labhmi Book Store, 

42. Mun.icipal Market, 
Janpeth, New Dc1h1. 

Agency 
No. 

65 

38 

2 

10 

3 

9 

II 

JS 

23 



Q 0 R RIG END A 

THIRTY FIRST REPORT OF THE COMMITT~E ON PUBLIC 
UNDERTAKINGS ON THE ALLOY STEELS PROJECT AND 
COAL WASHERIES PROJ.ECT OF HINDUS TAN STEEL LTD. 

fI.u. finl ~ 
1.4 2 
2 10 4 
5 Poot 7 

note 

12 

12 

12 
13 
13 

25 
29 

34 
3 '.) 
36 
37 
42, \ 

51 

64 

64 

Table 

Table 

48 
51 
52 

102 
113 

( 

132 
133 
Table 
141 
167 

206 

Sl.No. 
33 
Sl.No •. 
34 

9 
6 

7 

last 
6 

10 

2 
2 

1 
3 

heading 
7 
2 

4 

1 

1 

.. '.;. 
For 

Australia 
fees 
the case 

/ 

\ 
I 
~\ 

Rea4 

Austria 
fee 

, ca.se the 

out 
In§ert 

but 
"September 1965" against 
Soaking Pits 

Delete "Oct., occurtlng after 
'Blooming' . 

'expenditing 'expediting' 
'rooling' 'rolling' 
'in' (occurring 'it' 

after 'Channels') 
de~S!te 'staff' 'M s Copper & Sons' 'MIs COP~~1 

& Co., 
'insert 'in' 
'in' 
'through' 
delete 'not' 
'loss or' 

after 'tha.t' 
'on' 
'to' 

'lesser' 

delets! the existing words and 
substitute the followlng:-
"much below the rated ,capacities. 
Another result has 'been that cap1-' 

'138' '138-140' 

delete '34' and '140' occurring in 
columns 1 & 2 



-COMPOSITION OP THE COM¥ITTBII 

1NTBODUCTION . 

I. ALLOY STEELS PROJECT 

A. HISTORICAL 

B. CONSULTANTS 

CONTENTS 

(a) Decision to select an Indian firm . 

, . 

(b) Appointment of MIs Daltur & Co. II consultants and terms of 
appointment • 

,(c) Fees payable to consultants • 
(d) PaYments to consultants 
~e) Responsibilities Qf coD~ultants •• 

,C. DBTAIL1!D PROJIICT REPoRT 

D.PRODUCTION ADVlSlIR • 

B. CAPITAL COST • 

F. PLANT AND l$QillPMBNT 

'G. CoNSTRUC:'~N AND CoMMISSIONING 

H. CoNTRACTORS . 

(a) Civil Engineering Works 
(b) Steel fabrication . 

1. PRODUCTION 

(a) Capacity 
(b) Product-mix 
(c) Raw Materials 

J. ANCILLARY UNITS 

K. FINANCIAL MATTBRI 

(a) Input-output ratio 
(b) Profitability 

L. ORGANISATION 

M. TOWNSHIP 

11. COAL WASHERIES PROJECT 

A. INTRODUCTORY . 

B. LoCATION OP WASHllRJJla 

C. DETAILED PR<>JlICT RBPoRT 

.D. TDMs OF 00N1'aACT . 

:a. BaICr10N AND COMMlIllONING 
• 

'260 (Ali)LS-l. 

'. 

PAGI 

(iii) 
(v) 

J: 

J: 

~ 

2 

1 
3 .. , 
S 

6 

8 

10 

II 

16 

i6 
11 

18 

18 

:zo 
21 

22 

24 

24 
24 

2S 

26 

28 

39 

30 

32 

33 



PAG. 

JI. RAw MATERIAL!. 36 

(.) Raw coal and clean coal 3& 
{b> Difference in grade of coallCtUally received and the coal for. which pay-

ment wumadc • 37' 
(c) Reduction in aah content u a result of waahing 38 

G. PRODUCTIoN 39' 

. «(I) UtiliIBtion of rated capacity • 39' 
(6) Effective workiDI houri of Dugda I 4~ 

R. l'LANT AND EQUIPMBNT '. '. 
(a) Cost. 

• (b) Defe~ in plant ,and Equipment of Dugda I Waahcry 
(c) Sparel 

I. FINANCIAL MATTBIIS 
«(I) Capi tal COlt 
(6) Colt of waahing • 
(c) Workins Rcsulu . 

J. ORGANISAnON • 

• 

• 

(4) Staff employed in Central Project Office 
(b) Staff employed in walberiea • 

Conclusion 
MPBNDICBS 

.p-

41-
43-
45 

45 
45 
46-
41 

49 

49-
49' 
51 

L List of Raw Material. . 53. 
II, Summary of C!)nclasion8/Re~dadon. of the Committee on Public 

Undenaklnga Contained in the Report. 55; 



COMMITTEE -ON PUBLIC UNDERTAKINGS 

(THIRD Los:: SABRA) 

Pandit D. N. Tiwary· 

2. Shri Homi F. Daji 

3. Shri Surendranath Dwivedy 

4. Shri S. Hansda 
5. Shrimati Subhadra Joshi 
6. Shrimati Savitri Nigam--

7. Shri Kashi NathPandey 
8. Shri Krishna Chandra Pant 

9. Soo S. V. Ramsswamy" 
10. Shri N. G. Ranga 

11. Shri Abid Ali 

12. Shri Lokanath Misra·" 
13. Shri M. N. Govindan Nair 

14. Shri T. S. Pattabiraman·" 
15. Shri M. Govinda Reddy 

SECRETAlUAT 

Shri A. L. Rai-Deputy Secretary 
Shri H. G. Paranjpe--Under Secretary 

·Appolnted II Chairman w.e.f. 24-1-1966 vic, 8hri PanamplDl. GovfDda Meaoa 
celled to be a member of the Committee on hi, appointment II Miniater. 

··Elec:ted w.e.f. 23-2-1966 in the ncancies caviled by appointment of Shri P......
~ ~iDda Menon II Minilter and resfsnation of Shri Harieh Chandra Mathur. 

• •• eeaeed to be a member of the Committee on hi. retirement from Raj,. Sabala 
w.e.f. ~Ad April, 1966. 

(ill) 



INTRODUCTION 

I, the Chairman, Committee on Public Undertakings, having been 
authorised by the Committee to submit the Report on their behalf, 
present this Thirty first Report on Alloy Steels Project and Coal 
Washeries Project of Hindust&ll Steel Ltd. 

2. This Report is based on the examination of the working of the 
Alloy Steels Project and Coal Washeries Project of Hindustan Steel 
Ltd. upto the year ending 31st March, 1965. The Committee took the 
evidence of the representajives of Hindustan Steel Ltd. on the 29th 
and 30th December, 1965 and ot the representatives of the Ministry 
of Iron and Steel on the 2ard and 24th February, 1966. The repoll 
was adopted by the Committee on the 18th April, 1966. 

3. The Committee wish to express their thanks to the officers of 
the Ministry of Iron and Steel and HindusUin Steel Ltd. for placing 
before them the material and information that they wanted in con
nection with their examination. They also wish to express their 
thanks to other non-official organisations/individuals who, on 
request from the Committee furnished their views on the working of 
Hindustan Steel Ltd. 

NEW DELHI; 

April 23, 1966 
Vaisakha 3, 1888(S) 

D. N. TIWARY, 

Chairman, 
Committee on Pu.blic Undertakings. 

(y) 
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ALLOY STEELS PROJECT 

A. Historieai 

The effective utilisation of steel produced in the country require .. 
the production of vital alloy steels, such as, stainless, hIgh speed, 
,£onstructional, tool and die steels etc. These alloy steels comprise 
a large variety of durable consumer goods and also constitute im-
portant components of manufactured products. 

2. The proposal to set up an alloy steel plant in the public sector 
was mooted in 1958 in the context of a steadily rising demand for 
alloy steels, most of which had to be met from imports. Quotation. 
were first invited from certain for~jgn countries for the preparation 
'Of a Detailed Project Report and provision of engineering services 
and technical know-how. Later, however, with a view to encourag
jng Indian talent, MIs. Dastur and Co. were selected as consultants 
and an agreement was signed with them by Government on the 22nd 
December, 1959. This agreement was assigned to the Hindustan 
'Steel Ltd. in April, 1961. SiJ:!.ce then the Project has been under the 
.control of the Hindustan Steel Ltd. 

3. The Alloy Steels Project is located at Durgapur. The Plant set 
up there will roll 100,000 tonnes of ingot steel into 60,000 tonnes of 
high speed alloy tool, die carbon tool, constructional and stainlea 
steels. There is inbuilt capacity for expanding the Plant to a capacity 
-of 300,000 tonnes of ingots per annum and 180,006 tonnes of finished 
'products. 

B. Consultants 

(a) Decision to select an Indian firm 

4. In October, 1958 quotations were invited from firms in U.K., 
'France, Italy, Australia and West Germany for (i) preparing a 
Detailed Project Report, (ii)rendering engineering services, and (iii) 
technical know-how. 

5. Tenders were received between the 3rd November, and the 
18th Deeernber, 1958. During their examination it was decided on 
1he 18th August, 1959, that the work of preparation of a Detailed Pro
ject Report could be done by an Indian ftrm. 



6. The Committee enquired why the decision to engage ·an Indian 
firm could not be taken before inviting tenders from foreign firms. 
The Secretary of tpe Ministry of Iron and Steel replied that a repre
sentative of an Indian firm (Mis. Dastur & Co.) was aJ member of 
the Technical Committee constituted; to exa~iJle the tenders of the 
foreign firms. While examining the lenders he offered to prepare 
'the project report and Govermnentdec,ided to accept the offer. 

(b) Appointment of Mis. Dastur & Co. a8 Con.suZtant. and 
terms of appointment. 

7. An agreement appointing Mis. Dastur & Co. as consultants was 
signed on the 22nd December, 1959. The main responsibilities of the 
consultants under the Agreement were as follows:-

(i) The submission of the project report within 7 months from 
the date of the signing of the Consultancy Agreement. 

(ii) The preparation of the specifications of the tender enqui
ries and advising Government on the merits of t.he olIers 
received. 

(iii) The preparation of detailed working drawings to enable 
the works to be completed in all respects. 

(iv) The approval of design and supervision of the manufac-· 
ture of plant and machinery ordered. 

(v) The detailed supervision of construction and erection at 
site. 

Tenure 
8. The consultants were appointed for a period of five years from 

the date of agreement. It was stated that the usual practice in the 
Hindustan Steel Ltd., was to have an agreement with'the consultants 
on the basis of a fixed period. Sin-ce the work was not compJeted in 
December, 1964 when the agret'ment expired, the tenns of tbe agree
ment were extended by three years. As a part of the agreement to 
extend the term of the contract by three yars, the consultants are 
stated to have agreed to take over the residual work, if any, for a 

.further period extending upto six months i.e., upto 22nd June, 1968 
without any extra fees. 

9. The fee payable to the consultants under the original agreement 
was Rs. 88 lakhs. For extending the agreement by three years, an 
additional fee of Rs. 55 lakhs will be paid. 

10. The Committee enquired whether it would not ha~ been 
more advantageous to have engaged the couultants t.illthe date of 
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eou;unissioning rather than for It specified period. The Secretary of· 
the .Ministry replied that while awarding the consultancy contr~ct. 
it was customary to make some calculaLion of the time necessary for 
doing the work and the fees was estimated on this bRsis. If the job 
is not done within the period specified, the responsibility is that of 
the consultant. If, however, the reasons for the delay like the various 
arrangements not being done in time or the suppliers of equipment 
not being able to effect deliveries in time etc. are not duE' to the fault 
of the consultants then they coulj not be blamed. 

11. Th.~ Committee feel that Government) should hat'e stipulated 
the fee for completion of the work and not related it to time. In that 
case it would have been in the interest of the consultants also to com-
plete th.eir wor~ as quickly as possibLe. As evfffits JlLltle proved, the 
consultants have gained by the non-completion of the worlc within 
the orilginaZ schedule. They will get an additionaL fee of Rs. 55 lakhs 
JOT'the extended p.eriod. As admitted by the Secretary of the Minis-
try of Iron and Steel during evidence, the consultants cannot be whOl-
ly free from blame for the delay in completion O'f the r:on.~ultancy 

work. In view of this stat.~n..ent, Government ShO'Uld be ca1Itiou.~ in 
dealing with suchJ, firms. The CO'mmittee recommend th.at Govern-
ment shouLd ensure that they do not in future enter into consultancy 
agreements O'n these tR.rms. ' 

(c) Fees payable to' consl.IJtants 

12. The fee payable to the consultants was determined by negotia
tion. The L~al cost of the Project was taken into consideration while 
determining the reasonableness of the fee. The total consultancy fee 
payable to the consultants (Rs. l' 43 crores works out to 2 per cent 
of the total estimated capital cost of the Project Rs. 70'64 crores). 

13. There are several instances where Government secured consul-
tancy services from fO'reign countries at a mu.Qh ZowerproportiO'n to 
the total capital cost. It appears that in their negotiations with the 
consultants, Government had nO comparabl~ standards, probllbly be
cause no other firm in India was available to quote competitive rates. 

'In the opinion of the Committee the tou:z.l fe.e paid or agreed to be 
paid is on the high side. 

(d) Payments to Consultants 
14. As per Agreement, the payment of the consultants' fee wu 

~la1led to passage of time. Thus, when the consultants' fee of Rs. 88 
lakhs was paid by 1964, substantial porti~n of work remained in-
Comple~. 
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The quantum of work ~ompleted by 1964 (in terms of percentages) 

is shown below:-

S1. 
No. 

Item of work Work· 
completed 
by 1964 

1 Preparation of Civil Engineering Drawings 5S % 
2 Supervising Civil Engineering works for equip-

ment foundation and other works IS % 
3 Supervising erection of structural works 20 % 
4 Inspection of equipment (JASCON) 20 % 
s Inspection of StructUral Works 37 % 
6 Erection of equipment 5 % 

-------_.- -_ .. _---

15. During evidence, the Chairman, Hindustan Steel Limited 
agreed that the consultants had an idle time in the beginning because 
the contracts for supply 'Of Plant and equipments were entered into 
much later. They were associated with the planning of equipment 
only in the initial stages. The payments were however made on a 
time basis because the Agreement provided for it. 

16. The Chairman, HSL also stated that jj the consultants had been 
given the entire responsibility for construction, including supervision 
and payment of the bills, it might have been right to determine the 
fee for the completion of the project as a whole. Since the payments 
to contractors etc. were made by Hindustan Steel Limited, the pay
ments to consultants in the case of HSL units including Alloy Steel 
Project, had been related to passage of time. 

17. The Committee are unable-to appreciate the diRti~r.tio1l sought 
to be made by the Ch.tlirman, HSL. The responsibiZiti.f:'$ oj consult-
ants enumerated in pr&T'a 7 ante indicate tMt except ICY!' payments to 
the contractors the ~e responsibUity for constTuction iB their,. In 
th.e opinion of the Committee the difJe1'6nce made out U .0 iM9"ifl-
.cant th4t it did not ;u.tify the adoption of a cUffere-nt proeedUt'e m 
the matter of payment of C01I8UltaflC1l fee.. The Committee would 



draw.attention. to their 13th Report· on Management and Adminis-
tration. (r/ Public Undertakihgs in which they have Tp.commended 
that payments to consultants should be related to the progress of 
work. 

(e) Re<:ponsibilities of Consultants vis-a-vis Project authorities 
18. Though the consultants are mainly responsible for the con

struction and supervision, the Chief Engineer of the Project is res
ponsible fur the overall supervision of the work. As regards payment 
of bills, the practice is that running account bills are passed on the 
authorisation of the consultants. The bills are routed through the 
Chief Engineer who countersigns them. The Committee were in
formed that this procedure had resulted in dichotomy between res
ponsibility and power leading to slOWing down of the tempo of work. 

19. The Committee were given to understand that from experience 
of the working of the present consultants, it had beeri concluded that. 
in future, supervision of construction work should be undertaken by 
the Project authorities themselves. 

20. The Committe.e recommend that one agency should be made 
responsible for supervision of construction work and making pay-
ments. It can be either the coMUltants OT the Plant authorities ac-
cording to the nature of WOTk. Work, for which know-h011) is avail· 
able -within the public sector should not be entrusted to outside agen-
cies. 

C. Production Adviser 

21. The production of alloy steel requires very specialJ. techni
ques of steel making, metallurgical control, conditioning beat treat-

·110. The Committee however noted that apart from the constitution of 
Projects the duties of the Consultants' also included the ,preparation of 
Detailed Project Report, supply of working drawings, preparation of tender 
documents, supply of plant and machinery etc. In the absence of a provl
sion in the agreement relating the payment of fees to the progress of work, 
it would be difficult to ensure that the performance of the consultants is 
satisfactory. In the case contract with the consultants does not stipulate 
payments to be made to them according to theprol1'e8S of erectionlestablish
ment of the project out only links them with the passage of time as i. the 
case with the Alloy Steel Project, payments have to be made to the Consul
tants at the stipulated time whether the projects makes any progress or not. 
The presence of such a provision in the contract in respect ot other projects 
such as Instrumentation Ltd. Khetri Copper Project of N.M.D.C. would itself 
prove the utility of such 8 condition. The Committee therefore sug,est 
thll't payments should 'be linked to the performance of the Consultants. 
The representatives of the MiD18tr:IeII In 8ubeequent replies have arreed to 
the suett-tlon. 
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ment, production planning etc. As production of these 'steeis on. a 
~arge scale was being taken up. for the first time in the country, 
technical know-how for its production had to be obtained 'from a re
puted producer of these steels. Under the consultancy Agreement, 
the consultants were required to indicate particulars . about the 
talent and the sources available within the country and abroad in 
this regard. 

22. The consultants made enquiries and submitted detailed st!lte
ments to Government in July, 1960 giving the comparative merits 
of six offers received by them. They also recommended the appoint
ment of MIs. Atlas Steel Ltd. as Production Advisers. 

23. In November, 1960 Government decided that further work 
on the project including the appointmel'lt of the production Adviser 
'3hould be done by HSL. Government also directed HSL to examine 
all the offers and submit suitable recommendations. On the 28th 
March, 1961, HSL recommended the appointments of MIs. Atlas 
Steel Ltd. as Produ~tion Adviser. On the 4th May, 1961: Govern
ment asked HSL to consider the second best offer of MIs. Bohler 
Brothers Ltd. as well. HSL again recommended the same firm. 
Government approved the appointment of MIs. Atlas Steel Ltd. as 
Production Adviser in June, 1961 and the agreement was concluded 
with them in September, 1961. 

24. During evidence, the Secretary of the Ministry stated that 
there was delay in the commencement of the project due to the delay 
in the appointment of the Production Adviser. He added that the 
necessity of having a Production Adviser was forcibly brought to 
the notice of Government only in the Detailed Project Report. 

25. It appears that Government at the time of appointment of the 
consultants did not realise tha.t in addition a Production Adviser 
will be needed due to the incapacity of the consultants to discharge 
that function. When this was orought to their notice time had to be 
taken in selecting a S"ILitable jif'm. This proces$ was tLnnceR~arily 
prolonged as it took over 2() months to appoint a Production AdtMe'r 
after the appointment' of the consultant. 

D. Detailed Project Report 

Approw,l of D.P.R. 

28. The Detailed Project Report was submitted by th~ consul
tants on the 29th August, 1960. The various stages of consideration 
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of the Detailed Project Report and the agencies Which were asso
:eiated with the consideration are shown below:-

Submission of Project Report 

Decision of Gdvernment regarding location and that.further 
work be done by HSL '.... 

Appointment of Technical Committee to examine the 
Detailed Project Report 

Approval of the Detailed Project Report by Technical 
Committee 

Date 

28-IJ-Jg60 

24-1-1961 

Approval of the Detailed Project Report by HSL 11-2-1961 

Approval of the Detailed Project Report by Government 28-2-1961 

The Detailed Project Report referred to Production Adviser 
for scrutiny April, 1961 

Comments of Production Adviser on DPR October, 1961 

Comments of consultants on the. comments of Production 
~dviser January, 1961 

Consideration and finalisation of the above comments- by 
Technical Committee February, 1962 

27: It will be seen that it took one year and six months for appro
val of the Detail Project Report after itssubmissio·n. In its scru
tiny, four organisations/agencies were associated, viz . • the Techni
.cal Committee, Head Office of HSL, Government and the Produc
tion Adviser. Effective scrutiny was made only by the· Technical 
Committee and the Production Adviser. It has been stated that 
out of the ten members appointed to the Technical Committee, only 
one was an outsider and the remaining nine persons were officers in 
the Head Office and the Plants. 

28. The Committee feel that the time of Ii years taken in approv-
ing the betaileCi Project Report· was too long. Perhap¥ it Wll$ not 
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Mcessary to send it to dn the parties mentioned in .. para 26 who-
necessari7.y took their tinne on scrutiny. If a sense of urgency was 
shown it should have been possible to reduce this time considerably. 

E. Capital Cost 

29. The capital cost of the Project as initially estimated in the 
Detailed Project Report was Rs. 38· 4 crores. This estimate did not 
provide for the following items:-

(i) Spares. 

(ii) Customs duty. 

(iii) Consultants' fee. 

(iv) Production Adviser's fee. 

(v) Off-site facilities. 

(vi) Township. 

(vii) Construction facilities. 

(viii) Construction administration. 

(ix) Training and pre-manning. 

(x) Stock suspense. 

(xi) Unforeseen and contingencies. 

30. After the revision of the Detailed Project Report on the baSIS 

of the comments of the Production Adviser, the consultants revised 
the capital cost in February, 1962. Apart from this revision subse
quently the estimates of capital cost were revised eight times as 
indicated below:-

Revislon Date 

51. No. 

I. Feb. I~ 
2. April, 1962 
3. May, 1962 
4· December, 1962 
5· February, 1963 
6. June, 1963 
7· Janualy,I964 
8. MaYt 1964 
9· Augustt 1964 

Estimate made by Estimate 
of total 
capital 

cost 

(Ra. aores) 

Consultants Hindustan 
Steel Limited. 

Consultants 
Consultants 
HSL 
Con:mltants 
HSL 
HSL 
HSL 

64·77 
82·14 
59·53 
63.052 
64·90 
S940 
69. 82 
71'.71 
73.21 
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31. It will be seen that Government took a decision regarding: 

the Project without having a correct picture of the capital cost in
voived. 

32. The Committee were informed that the reasons for the 
Detailed Project Report not including the capital cost in respect of 
the eleven items referred to earlier were not quite known. In other 
words, it was a mistake to omit them. It was also stated that the' 
capital cost in respect of many items was uncertain. 

33. The Committee are surprised to see so many revisions of the 
capital cost. With the experience which Government had acquired 
in launching public sector projects by 1961, specially the three steel 
plants, there is no reason why the original estimate should have' 
omitted such basic items. 

34. The Committee find that when approval of the Cabinet for the 
project was taken, the capital cost was shown as R::;. 45 crores. 
Approval of the Cabinet was not taken for the subsequent revisions. 
Asked about the reasons, the Ministry stated as follows:-

"No specific approval of the Cabinet as such has been taken~ 
to the subsequent revisions although before issue of in
vitations for tenders for supply of plant and equipment, 
the Ministry of Finance and Planning Commission were 
informed of the revision in the costs. A note was proposed 
to be sent to the Cabinet informing them' of the revised 
cost, but it waS later decided that the note should be re.
submitted after detailed scrutiny by Planning Commission' 
and Ministry of Finance. As the estimated cost under
went some changes meanwhile it was decided to recast 
the estimates before submitting the note again. .However, 
in view of the urgency of the Project, it was decided in' 
consultation with the Planning Commission and the Min
istry of Finance to proceed with the Project." 

35. The Committee were, however, informed that the revised esti
mates were approved at the 'appropriate level.' . All estimates be
yond the powers delegated to H.S.L. were approved by Govern
ment viz. Administrative Ministry in consultation with the Ministry 
of Finance. 

36. The Committee feel that where a preliminary estimate for a 
pro;ect it su'bmitted to the Cebinet in connection .with the approval 
of the Project, it should be incumbent to resubmit the revised esti-
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'7R4tes to the Cabinet where varia:tion e:r;eeeds a icertain prescribed 
limit. The reasons for the increase and how the economics C1f the 
project would be affected by the increase in the cost of the Project 
shouLd also be pLaced before the Cabinet. The adoption of such a 
procedure shouLd result in framing of more realistic I estimates. 

F. Plant aDd Equipment 

37. The Detailed Project Report was approved in February, 1962 
and Government approved the issue of invitation to tenders for 
plant and equipment in May, 1962. Tenders were invited in June, 
1962 and were received in December. 1962. After negotiations, 
letters of intent were issued to a Japanese Consortium (JASCON) 
for the bulk of the Plant in April, 1963. Letters of intent were also 
issued in May, 1963 to AMCO (Canada) for Soaking Pits and Heat 
Treatment Furnaces and to Mis. Wellman Incandescent on 10th Jan
uary, 1964 for Reheating Furnaces. 

38. The Agreement with, JASCON for Rs. 19.23 crores was 
<covered by a Yen Credit and was executed on the 16th September, 
1963. The Agreement with AMCO (Canada) for Rs. 1: 54 crores 
was signed in March, 1964. 

39. As referred to in para 45 supra, there was an initial delay 
in issuing the invitations for tenders. The Committee further note 
although JASCON supplied the equipment in time, they failed to 
supply the detailed working drawings for 'the equipment founda-

,tions. The foundation drawings were expected by the end of 1963 
but were delayed by 9 to 12 months. This consequently delayed the 
laying of the foundation and erection o'f the machinery. 

40. Th'e Committee enquired whether action was taken to fix the 
responsibility for the delay and claim damages, It was stated in 
reply that no action had been taken against the suppliers but accord
ing to the terms of payment included in the contract, the second 
instalment of 10 per cent payment and all payments thereafter would 
not be made unless load data and other details are supplied by them. 

41. Thus, the delay caused by the suppliers would at the most 
result t", holding up the payment few some time. The Committee 
recommend that provision should be included 'in the future agree-
ments to ensttre that the project is 1LOt put to any losS' on account 
'of the delay 0", the part of suppliers. Such de!4y should also at-
tract penalty ~ouision. • 
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G. Construction and Commissioning 

42. The Detailed Project Report envisaged commissioning of the 
·entire plant and facilities within 60 months from the date of receipt 
·of Government's approval to the Project. The same schedule also· 
provided for the completion of the Project in 45 to 48 months ·from 
the date of placement of orders for the main plant and equipment. 

43. The steps which had to be taken before placement of orders 
'for the plant and equipment aDd the time takeR at each. stage were 
.as follows:-

... ------- ....... _ ... __ .------
When Time taken 

finalised from the 
time DPR 

was 
submitted 

(i) Appoin~ment of Production Ad-
VIser Sep., 1961· 13 mons. 

'(ii) Approval of DPR in consultation 
with the Production Adviser . Feb., 1962 18 mons. 

(iii) Government's approval to 'invite 
tenders ... May, 1962 2I mons. 

(iv) Invitation Of tenders for supply 
of plant and equipment . June, 1962 22 mons. 

('V) Receipt of tenders and their 
examination Dec., 1962 26 mons. 

(vi) Selection of suppliers April, 1963 30 mons . 
...------_ ... -._---- -_. ---.-~~-'. ------------- ------

44. It will be seen that the Detailed Project Report envisaged 
-completion of all the above stages within 12 to 15 months. 

45. The time actually taken for their completion was 30 months. 
The delay in the appointment of Production Adviser has been 
referred to in para 25 ante. The Committee find that even after 
the approval of Detailed Project, Report, Government had taken 
three months to give approval for the issue of invitations to ten
ders. After inviting tenders, it took nearly an year for the ultimate 
selection of the suppliers. 
- .. -.. _-_ .. _-....•. __ . . •... _---

.At .the time of factual verification. it was stated that a~thou.m /the formll 
agreement with MIs Atlas W'JIS executed in September. 1(}61, they were inrormcd of their 
appointment IS Production Advier in July, 1961. 

:260 (AU) LS-2. 
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46. The Committee cannot escape the concluBion that the entire"' 
work has proceeded in a leislurely m.anner. In none df the stage.; 
referred to above, could it be said that delay was inevitable. If (1", 

purposeful effort had been made a.t any stage it should have been. 
possible to reduce the delay considerably. 

47. The table given Ibelow shows (unit-wise) the month of com
pletion according to the Project Report, ac~ording to the latest revi-
sion on the.23rd November, 1964 and the ~xtent of delay: 

Unit As per project As per latest Extent of delay' 
report revision.lll. in months 

1 

Steel Melting Shop II 

Forge Shop. 

Bar Mill 

.Conditioning Shop 

Heat Treatment and Bar-

June, 1965. 

Sept. 1965 

Sept. 1965 

Sept. 1965 

storage Nov. 1965 

Soaking Pits, 

Blooming & Oct. Billet 
Mills Oct. 196s 

Steel Melting Shop I Sept. 1965 
Sheet Mill. Dec. 196s 

3 

Jan. 1965. 

Feb. 196(; (Harmer) 
Sept. 1966 (Press) 

Sept. 1966 
March, 1966 

April, 1966 

Feb., 1967 

Aug., 1967 

May, 1967 

March. 1967 

-. -.------~~ -

4 

sllZ: 

12 

5 

17 

22 

2C> 

IS 

48. It will be seen that except in 3 units, in all other units there 
has been or likely to be delay ranging between 15 and 22 montha. 
It is unfortunate that it should be so inspite of th~ fact that the 
then Minister for Steel and Heavy Engineering had· himself desired 
in November, 1962 that a "crash programme" should be drawn up~ 
for expenditing the construction of the piants. 

49. The main reasons for the delay in rl'Onstruction are given. 
below:-

(i) Delay in getting matching structural steel. 
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(ii) Delay in getting equipment foundation drawings from 
JASCON and other suppliers. 

(iii) Delay in supply of complete working drawings to the site 
by the consultants for any individual unit in the begin
ning of the work. 

(iv) Poor progress of work by the contractors . 

. Structural Steel. 

50. The difficulty in getting structural steel was due to the over
all shortage of such steel in the country. Another difficulty was 
that steel sections were rolled once in a quarter and the require

. ments of the Project being very little compa,red to the total rolling, 
supplies were made in random lengths which forced the project to 
redesign or allow abnormal wastages during construction. 

5l. During evidence, the Chairman, HSL, stated that the Alloy 
Steel Project was .not permitted to place direct orders with the pro
ducers. The orders had to be routed through the Joint Plant Com
mittee. The rolling programme was made on the ba~is of the 
number of orders that were received. The requirements of the 
Alloy Steels Project, played an insignificant part in the rooling 
programme. 

52. The Committee are not satisfied with the reasons given above. 
From the post-evidence information they note that the Alloy Steels 
Project had agTeed to accept joists in &ta.ndard lengths of 5.5 to 
13.5 metres offered by the BhiZai Steel Plant againSt the former's 
reqUirements of 15 metre length:l. Similarly the Anoy Steels Pro-
ject had accepted the cha.nnels lying with Durgapur Steel Plant in 
stock against s<>me other order. The decision to a.ccept joists of 
inappropriate lengths was also motivated with a mew to avoid 
transportation difficulties which 15 metre lengths would have had 
to face. In the case of channels, in is also noted that the Alloy Steels 
Project did approach the Durgapur Steel Plant direct. It ill not, 
there/ore, correct to blame the steel producing Plants, solely. The 
Alloy Steels Project should have planned its requirements early and 
intimated the same to the steel producing plants. Apparently this 
was no.t done. In fact in the case of cha.nnels, the requirements 
Were not intimated at all; it was just a chance that the materail 
was lying in stock with the DurgapuT Steel Plant. So far as the 
suppliers are concerned, the Committee are unable to appreciate 
that the Hindustan Steel Limited Plants (e.g. Bhilai in this case) 
should be unable to produce what is required by another sister ~.l.nit, 
merely because it was a small 01'der. If this is the case with the 
Alloy Steels Project the Committee apprehend that other consu-
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mers mu3t be experiencing much greater hardships. The Com-
m~ttee recommend that Government should enquire into this matter 
to determine the reasons for such failures and suggest remedies for 
future guidance. Steel is a precious commodity and losses re.'l'Ulting 
due to wastages on account of supplies in random sizes, as ocC'U.red 
in the case of Alloy SteeZ.'l Projeot should be treated with concern. 

Delay in construction due to consultants: 
53. The Consultants were s~pposed to issue all the specifications 

from May, 1962 to January, 1963. 24 major· specifications which 
were received later than January, 1963 are shown below. The 
dates on which they were actually received is shown against each:-

I. Internal plant telephone system 19-3-63 

2. 33 KV outdoor switch gear 19-3-53 

3· Water supply system 23-3-63 
4· Conditionillg department furnaces & SMS auxiliary 

furnaces. ..' . " . 22-4-63 

S· S~pplementary spec to coke,oven gas etc. 17-5-63 

6. Spec. for guages, instruments, portable machines etc. 27-5-63 

7· 230 V. DC distribution boards 12-10-63 

8. 440 V AC distribution boards 18-1-64 

9· Cutting & Conditioning tools 3-2-64 
JO. Roll requirements in blooming, tillet & mill 17-2-64 

II. Plug & plug bricks 25-2-64 

12. C&hottops 22-2-64 

13· Power refractories 22-2-64 

14· Handling faciliites for SMS-l & II 24-2-64 

IS· Supplementary Spec. for electric Conduits and 
aCcessories 23-3-64 

16. Rubber mats for electrical purpose 20-4-64 

17· Carbon injectors 20-4-64 

18. Insulated joints and insulatecl cover for crance P<'Wer 
rails 28-4-64 

19 . Insulation of electrical equipment in repair &mainte-
nance shop 4-5-6• 
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20. Laboratory furniture 

21. First aid Station furniture 

22. Change room furniture 

23. LT power and lighting installation for SMS-II 

24. Lighting isulation in pia!}t building and years 

14-5-64 

14-5-64 

14-5-64 

19-5-64 

25-4-64 

54. It has been stated that the delay in the supply of the above 
mentioned specifications did not have any direct bearing on the 
construction schedule, Some. of them were dependent on the sup
ply of information by the eqUipment suppliers. 

55. The Committee, however, notice that the Quarterly Review 
(for the· quarter ending 30-6-1964) by the Financial Adviser of the 
Project, lists the following cases of delay by consultants in supply
ing the specifications in regard to matters which were not depen
dent upon the finaIisation of main plant tenders:-
._-._--_._ .. __ .. __ .- ---~-

Name of work 

Road macadam 

Rail track 

Sewerage 

Power 

Water 

Fuel oil 

Steam 

Compressed air 

Coke oven gas 

<bygen -acetylene 
--_ .• _.- _._-------_. -

Extent of delay 

---- .. ----.---.--•...•... __ ._---

18 months. 

12 months. 

12 months. 

12 months. 

12 months. 

12 months. 

5 months. 

5 months. 

5 months. 

4 months. 

56. The Committee feel that a very lenient view has been taken 
of the slow progress of work by the consultants. There has been 
delay from the very beginning. Soil investigation, which was to 
have been completed by July, 1961 was completed in January, 1962. 
Soil prepara.tion which was to have been done between Febnlary, 
1961 and February, 1962 was not completed even by the 30th. Ju,ne, 
1964. the progress achieved by 30-6-1964 was site levelling, 84 per 
cent and embankment, 50 per ce!i't. 
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57. The Committee feel that a strict watch on the work of the 
consultants. was called ferr, especiany because their contract is 'Tela-
ted to the passage of time and not to the progress of work. They 
recommend that efforts should be made to see that the construction 
of the project is completed according to the present schedule. 

58. It is se('n that the Project has not assessed the loss suffered or 
extra expenditure incurred by it on account of the delay in construe· 
tion/commissioning. The standard conditions of the contract with 
the suppliers and contractors did nOt envisage the reimbursement of 
such losses but provided for the levy of liquidated damages on the 
completion of the contract. 

59. The Committee find that there have been delays by the sup· 
pliers and contractors. Before final payment is made to them, the 
performance Of each should be carefully examined and the clause 
providing for the levy of liquidated damages should be suitably in· 
voked. 

60. So far as the estimation of loss suffered or extra expenditure 
incurred is concerned, the Project authorities have admItted that 
it would be desirable to calculate them, but they have stated that 
it can be done comprehensively only at the completion of t.ht! pro
ject. The Committee think that such calculation, though it may be 
a little rough should be made concurrently so that the consequences 
of delay in construction/commissioning are brought home to all con· 
cerned more pointedly. 

H. Contractors 

(a) Civil Engineering Works. 

61. Two items of work relating to the Project have been entrus
ted to contractors. The work relating to 'EqUipment foundatiom 
and miscellaneous civil works' has been entrusted to M/s. G. S. 
Atwal & Co. and the work relating to structural fabrication hal; 
been given to M/s. BBJ. 

62. The Consultants are stated to have complained about the. slow 
performance of the contractor responsible for 'Equipment foundations . 
and miscellaneous civil works'. The reasons for the slow perfor. 
mance are:-· 

(i) Non-availability of working drawings of the entire Pro· 
ject in advance to plan for the completion of the work 
wi1hin the stipulated period of the contract; and 

(ii) Lack of progress within the sites and drawinp a1'ailable 
with the contractors. 
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'63. Asked whether responsibility had been fixed for the poor per-
.lformance of work relating to 'equipment foundations and civil en
.gineering works' which had been awarded on contractual basis, it 
was stated that it was due to the cumulative effects of the short

...eomings of ali the agencies employed in the Alloy Steels Project. 
It was difficult to fix the responsibility on any individual or contrac
;tor, and that it was not possible to decide upon the question of penal
ty at this stage. 

64. During evidence, the Chairman, R.S.L., stated that the agen
,des referred to above were the consuita'nts, eqUipment suppliers, 
,steel fabricators and contractors. He added that a joint meeting was 
held every month to resolve difficulties and to expedite work. 

65. As. regards the non-availability of drawings, reference has 
been made in para 39 ante, that it was the responsibility of the sup
;.pliers. As regards the drawings which were available and in respect 
··of which the contractors had not made progress, it has been stated 
that these were mostly unimportant auxiliary works like, drainage, 
sewer lines, office buildings, etc. It was added that wherever im

. .portant drawings had been made available the contl'actQrs concen
trated their efforts and their performance was satisfactory. 

66. The Committee find that the' Consultants and Contractors 
have been. blaming each other fOT poor progress in C'onBtruction. It 
is regrettable that in spite of the fact that the Chief Engineer Of the 
project was in overall charge' for construction and erection, "these 
dela.ys and bickerings have occurred. This can be att'ributed to poor 

. co-ordination and control. The Committee expect that those respon
sible for the delays will be penalised and proper supervision exe'rrised 
in future. 

(b) Steel fabrication 

67. Mis., BBJ were engaged to fabricate a total quantity of 25709 
tonnes of steel. Out of these they have fabricated 16312 ton11t'8 upto

.August. 1965 as shown below:-

• 

Year 

1963 

1964 

.- --'-'- .,._--

, - '. 

,196s (upto August) 

... _------_. __ ._---

Tonnes 
-----_._----

1941 

7143, 

7228 
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68. The Pruject Report envisaged a time of 33 months-for the' 
planning, procurement, fabrication and erection of structural steel 
Work. This was on the basis that the fabrication wotlld be done al 
ille rate of 1600 tonnes per month. It is at present expected that the 
total time that will be taken will approximately be 56 months due 
to the following reasons: 

(i) Non-availability of complete matching steel. 

(ii) Inability of contractors to fabricate at the rate of 1600 
tonnes per month. Orde:z:s were placed on Mis. BBJ OD

the assumption that they would fabricate at the r1:lte of 
1000 tons per month. .. 

(iii) Labour trouble has resulted in the contractors not being 
able to fabricate .even at the' r~te of 1000 tonnes per 
mvnth. 

0'69. During evidence the Chairman, Hindustan Steel Limited stat
ed I that in the country there were only four big steel fabricators of 
whichBBJ was the consortium. He added that Hindustan Steel 
Limited was having difficulty with all these companies not only in 
regard to the Alloy Steels Project but with regard to Bhilai, Durga
pur and Rourkela Steel Plants also. 

70. The difficulty in g~ting matching. sections has aZreadll been 
deaU with in para 50 to 52 ante. The .Committee recommend that 
the Project Rhould enS1Lre that the work of fabrication is ·fi·r~ished 
within the revised schedule at least. So as fa.'T as the need to increase 
the fabricating capacity in the c011:ntry is concerned, they would 
draw att~ntion to para 111* of their Eighth Report on Township and 
Factory Buildings of Public Undertakings. 

1. Production 

(a) Capacity 

71. The Alloy Steels Project was originally envisaged to produce 
25,000 tonnes of saleable finished products per year out of 40,000 ton
nes of ingots. The project was to be expanded to produce 50,000 ton
nes of saleable products from 80,000 tonnes of ingots. In April, 1960 
--_ .. _---_._._._.. . ..... - ._ ....... __ .... - .. ----- .. _ .. _- .. _- ...•. __ ._---_ ... _ ... _._. 

-Ill. Though the establishment of heavy structural works was recommen
ded by the U.K. Heavy Engineering Mission as far back as 1957, nothing bas 
yet been done to· set . up the same despite their inclusion in the Third }l!lve 
Year Plan. These works are the pre-requisite fOr establishment of any heavy 
engineering industry. The Committee rec:ommend that Government should 
now accord the highest priority for setting up adequate ('apacity"for steel 

. structural fabrication in the country. 
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Government decided to go in 'for an initial capacity of 50,000 tonnea 
of saleable products from 80,000 tonnes of ingots and with an expan
sion provision to 1,60,000 tonnes of ingots to yield 1,00,000 tonnes of 
saleable finished products. The Detailed Project Report accordingly 
envisaged a capacity o! 80,000 tonnes of ingots. 

72. After receipt of the tenders for supply of plant and equipment, 
a proposal was mooted in December, 1962 to increase the capacity of 
the Plant from 80,000 tonnes to 1,00,000 tonnes of ingots. It was 
finally decided in February, 1963 (by which time, tenders for plant 
and machinery had actually been received) to increafie the ,size to 
1,00,000 tonnes. 

73. The Committee enquired about tile background to the proposal 
to increase the capacity at such a late stage. It was stated that initial 
capital cost of some of the alloy Bnd special steel plants planned to be 
set up elsewhere appeared to be comparatively less. Therefore, it 
was considered advisable to obtain alternative specification from the 
tenderers and equipment supplie~. The alternative schemes sug
gested in the tenders obtained were neither very efficient nor eco
nomical and the Production Adviser did not offer any advice in this 
matter. Since the initial capital expenditure was higher in relation 
to sale-receipts, attempts were made to increase the installed produc
tion capacity with minimum additions/alterations and this was achie
ved by making some modifications in the units at an additional cost 
of Rs. 1.2 crores. 

74. During evidence, the Chairman, HSL, stated that initially no 
study was made of the profitability of the Project. The consultants 
had also not included such a study in the Detailed Project Report. 
The sale value, cost of production and the likely margin of profit were 
also not included in the Report. 

75. The Chairman, HSL, stated that even while deciding to in
crease the capacity to 1,00,000 tonnes of ingots it was made not so 
much on the basis of profitability than as a measure of having a 
balanced system of units. While making a study of the profitability 
of the project in early, 1963, it was found that the profit in the first 
stage was expected to be only marginal. As such the question of 
having a bigger plant was taken up. ' 

76. The Committee are surprised at the manner in which the deci-
sion to set up the Project was taken. No economic feasibility study 
was conducted and as such Government did not have adequate data 
on the economic viability of the Project, the em Of production· and 
profitability or otherwise of the project as a Whole. Government 
mereLy flecided to set up an aUoy steeL plant in the pubUc sector 01 a 
.pecijied size without going into the economics of it. 
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(b)Product-mix 

77. The table given below shows the anticipated production (pro
,duct-wise) of the Plant during the first stage and after expansion. 
'The target of production for the whole country of each product 
during the Fourth Plan period is also given alongside:'-

(Tonnel) 

Sl. Tar~etdur- Alloy Steels Project 
No. ing ourth 

Plan for Present pro- Further 
Types of steel production gramme programme 

of alloy 100,000/ 3,00,000/ 
steel in the 60,000 1,80,000 
country 

(after ex-
pronsion) 

-,------
I Free-cutting steel 80,000 Nil Nil 
2 Low alloy and other constructional 

steel 200,000 16,000 60,000 

3 High alloy constructional steels 50,000 5,000 12,000 

4 High carbon & silicon manganese 
spring steel 60,000 2000 5000 

5 AllOY spring Iteel . • 20,000 J,150 10,000 
6 Stainless and heat-resiRting steels 70,000 18,000 54,000 

7 High speed steel-
(i) 18-4-1 7,000 1,500 3,000 

eii) 18-4-2.-5/10 1,000 300 500 

(iii) 6-4-2-5 3,000 450 1,000 

R Tool and alloy Steel-
(i) carbon tool steel 16,000 9,500 13.,500 
(iih alloy tool steel, hot-die-stcel and 

igh-carbon chromium die-steel . 23,000 3,000 9,OOC 

(iii) die block . 3,000 600 2,500 

9 Ball bearing Sleds 12,000 2,500 9,000 

10 Magnet steels 5,000 Nil 500 

-----
550,000 60,000 180.000 

,-,--.--~----

78. It has been stated that the product-mix was essentially based 
-upon the requirements of alloy steels as estimated by the cOQ-sultants. 
POor 1965, the demand was estimated at 2,15,000 tonnes, break·up of 

<which is given below:-

Tool stcclS 

ConstrUCtional steels 

Stainles, steel 
--other Alloy steels 

Tonnes 
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79. As brought out in the table given in para 77 ante, the coun
try's demand fOT various types uf alloy steels is much more than the 
anticipated production of the Plant. Therefore, there can be no pro-
blem of marketing. Nevertheless, the Plllnt should determine 
judici01.l.SLy pTiOTity of various items keeping in view the margin of 
profit thereon and also the importance of the items from the national 
.angle. 

(c) Raw materials 

80. The statement given at Apendix I shows the raw materials 
required by the plant during 1966-67,.the first year of production. It 
will be seen that out of a total of 38 raw materials 18 are to be im-
ported. It has also been stated that the requirements of these raw 
materials are to become progressively greater during the succeeding 
-years. 

81. During' evidence the General Manager stated that a small start 
llad been made for producing low carbon Ferro-Chromium 
indigenously. In addition, efforts are being made to produce, though 
on a small scale, ferro-tungsten and to develop the production of 
.special refractories. 

82. The Committee are glad to learn of the efforts to produce 
indigenously these raw materials, Gcwernment should extend all 
facilities not only to those who produce these items but also to others, 
who have proposals for starting production of other materia.ls required 
''by the plant. 

83. Since most of the ferro-alloys are imported, the plant has to 
pay the international price. One suggestion which the Plant has 
under consideration is to stockpile when the prices are favourable. 
At p.resent, the stock of raw materials will 'last upto the middle of 
1967. Since the Plant is to be commissioned in 1966-67, this can
not be considered a stockpile. The Committee recommend that the 
Project should keep in touch with the internati07ud market and 
·arrange to build suffiCient stock when the prices become favourable, 
so that production does not suffer. 

84. Pedigree scrap is an important raw material for alloy steel 
production. The Project Report envisaged that all the scrap require
ments of the Project would be met by the Durgapur Steel Plant at 
a cost of oRs. 200/- per ton. Owing to decontrol of steel, prices have 
~one up to Rs. 400 to 450 per ton. 
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85. To bring down the overall cost of scrap, the Plant is .stated to 
be using scrap in the j'orm of axle borings and also cheaper variety 
ot scrap in sma~l quantities with pedigree scrap. 

86. The question of price of scrap is under n~gotiation. A rate of 
Rs. 250/- has been fixed for fluted ingot scrap. The price of outside 
pedigree scrap would be even higher tha1'l. that of Durgapur Steel 
Plant. The high price of scrap is likely to increase the cost of pro
duction by Rs. 40/- per ton. 

87. Since. both the Alloy Steels Project and the Durgapu1' Steel 
Plant are units of Hindusta,n Steel Limited there should not be any 
diUlculty in finding u solution to the price problem. It is understood 
that scrap is already being transferred from Durgapur Steel Plant to 
Alloy Steels Project. The Committee expect that an understanding 
with regard to the price of scrap will be reached soon, failing which 
the Head Office of HSL should fix it. 

J. Ancillary Units 

'88. An indication was given in the initial lay-out prepared by the 
Consultants that a ferro alloys plant and an electrode plant were to· 
be set up at Alloy Steels Project, Durgapur. Since Government had 
earlier issued licences to private parties for undertaking manufacture 
of these items, the matter was not pursued at the time of erection of 
the Plant. A feasibility study for a Ferro-Alloy Plant is, however, 
under the consideration of R.S.L. and Government. 

89. It has been stated that imports of ferro-alloys worth Rs. 3 
crores (approx.) per annum will be required for production of 
60,000 tons of alloy and special steels. As against this, the total 
cost of setting up a ferro-aI'loy Plant would only be Rs. 5 crores 
wit~ a foreign exchange component of Rs. 2t crores. 

90. The Commtitee note that the private firms which had been· 
given licences are expected to go into production only by 1970-71.· 
Since the Project is expected to commence manufacture in 1966-67, 
imports of ferro...alloys will have to be made for at least three years. 
At the rate of Rs. 3 crores per year, foreign exchange of Rs. 9 crores 
will have to be spent in case the prices do not rise during these 
years. If the ferro-alloy Plant had been set up alOng with the 
Project with a foreign exchange component of Rs. 2* crores, imports 
worth &.,9 crores could be saved and a net saving of Rs. 6} crores in 
foreign exchange cQuld be effected·. It remains to be seen whether 
the firm9 will go into production by 1970-71 and will be able to meet 
the demands of the Project. 

• At the time of factual verification, it wa, stated thlt some of the firm II might 
go into production by the middle of the fourth plan period-that ia 1968-69. 
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91. This is another instance where by trying to save a small 
,amount of foreign exchange by not setting up a Project, considerably 
more foreign exchange will have to be spent on imports year after 
year. The Committee recommended that in future when proposals 
jor setting up new projects are put up for Government approval, 
full detail$ regarding the anticipated saving in foreign e.xchange 
should be stated. Government should also take into account the 
long term benefits while c07l8idering such proposals. Refusal to 
allot foreign exchange is not always a sure way of conserving it. 

92. The Ferro-Alloys Special Committee set up by Hindustan 
Steel Limited had recommended the establishment of an integrated 
Ferroy-Alloy Plant at Durgapur. This was accep.ted by Govern
ment who asked Hindustan Steel Limited in November, 1963, to 
call for a Project Report for the production of 50,000 tonnes of ferro 
chrome and 5,000 tonnes of ferro-tungsten. Since the Central Engi-
neering and Designs Bureau of the Hindustan Steel Limited was 
'fully occupied with other work, tenders were invited by HSL. HSL 
selected Mis. Dastur & Co., who quoted the lowest fee. HSL's recom
mendation in this regard was sent to Government in February, 1964 
and Government have approved the selection of Mfs. Dastur & Co. 

93. Further consideration of the proposal has 1:.een kept in abey
ance until the progress of the schemes already licenced becomes 
known. A review is proposed to be made after six months. 

94. The Committee feel that the setting up of a Ferro-Alloy plant 
has not been given the . urgency it deserves. The Licensing ofpri-
vate firms and their production should have been so timed as to 
coincide with the commissioning of the Alloy Steels Project. In 
fact, both the schemes should have been considered as parts of one 
project. I,t takes 3! years for a Ferrow-Alloy Plant to be commis-
sioned after placing of orders for plant and machinery. Since the 
Alloy SteeLs Project is to be commissioned by 1966-67, th.e private 
firm.cr ought to have been given a time limit upto end of 1963 ,to 
take a decision whether they weregoitng to set up the plant imme· 
diately or not. Every facility should have been afforded to them 
for setting up the Project in time. Failing a poritive re3pOnse, ar-
rangements shou4t have been made to set it up as a part of the 
main projec.t. It is stLrp'li8ing that thiehas not been done,pnd Gov-
ernment are merely contemplating a review after six month.s. The 
Committee recommend that the Betting up of a Ferro-AllOfi plant 
should br given top pri.ority and a decision in this regard taken 
without further delay. 
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K. Financial Matters 

<a> Input-Output Ratio 

95. The estimated capital cost 9f the project and the sale value
of the products and the input-output ratio are given below:-

Capital cost 

Sale value 

Input-output ratio 

I. Stage II. Stage Total 

(Rs. in crores) 

25'4 45'54 

I : o· 36 I : o· 65 I : 0'5 

---- -_._--- -----_ ... _-_._---------------------
96. It would be seen that the input-output ratio of the Project even, 

after the second stage will be very low. 

97. During evidence, the General Manager stated that in the
production of special steels, initial capital investment was high but 
it would improve as production. increased. The Chairman, HSL 
stated that in respect of the steel plants of HSL 'also, the input-out
put ratio was less than that in other Steel Plants in the country anJ 
abroad. He added that in the case of ASP, the ratio would be more
favourable with the expected increase in yield.-

98. The Committee recommend that strict control should be kept 
over the capita! expenditure 80 that the expectation of better input-
outpu.t ratio is rea.lised. . 

(b) Profitability 

99. The Project Report did not work out the break-even point 
or include any calculations regarding the profitability. When this 
question was mooted in December, 1962, the consultants made a 
study of the profitability of the project aDd estimated a return of 
12.2 per cent on total investment and 24 per cent on equity. For 
this calculation, the total capital outlay was estimated aat Rs. 64 
crores. The sales receips were estimated at Rs. 26.46 crores and 
the expenses at Rs. 18.64 crores. This calculation revealed a net 
profi t of Rs. 7' 81 crores (after depreciation, but before t.axes). 

100. As against the above estimate the present expectation is 
that there will not only be no profit, but marginal loss during the 
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first stage. At the second stage of 120,000 tonnes of saleable pro
ducts, a return of 7 per cent on equity (of Rs. 35 crores) is expect.ed. 

101. The Committee have referred in para 76 ante to the fact 
that without assessing the profitability aspect, the project had been 
proceeded with. The calculations made by the consultant later on 
are stated to be incorrect. A~ the project is expected to run at a 
loss during the first stage utmost economy will have to be exercis-
ed by restricting expenditure ,to the minimum. The position should 
be reviewed by HindUBtan Steel Limited and Government from 
time to time 80 that, adverse trends, if any, are checked in time. 

L. Organisation 

102. The staff requirement as indicated in the Detailed Project 
Staff. Report and as worked out by the Project are given below:-

__________ . ___ -_ .. _-_0 .. -_ .. --_._-

Estimated ReqU\rement 
Category 

Project 
Report 

A.S.P. 

----- --_._------------
A. Technical 

Senior Engineers " so 6S 

Junior Engineers ". 214 

Skilled workers/Operatives 1963 

Semi-skilled/Un-skilled workers 1620 

TOTAL 

(Including .leave reserve) 485 Leave reserve 

B. Non-Technical 

Officers Class I & II 30 40 

Class III & IV staff 113 1393 

TOTAL 143 1433 

• GRAND TOTAL 3990 5437 

--- -----._. __ ._--_ .. _---_ .. _- --_. 
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103. As regards the difference between the two estimates the 
following were stated to be the reasons:-

(i) Provision of officers and staff made in the report of Dastur 
& Co. for departments like Accounts, Purchase & Stores, 
Security etc. was very inadequate and not worked out 
in deta'U. For example they estimated 18 persons for 
the security force. This will mean less than six per 
shift. This number will not be sufficient to man all the 
gates even in one· shift. 

(ii) The Project Report provided for two shift operation -in 
conditioning shop, forging shop etc. while the Anoy Steels 
Project estimates provided for three shift operation. 

(iii) The, Detailed Project Report provided for 80,000 tonne 
capacity while Alloy Steels Project provided for 100,000 
tonne capacity. 

104. The Committee have already stres~ed the need for exercis-
ing great vigilance on expenditure all round so that the Project 
attains the break-even point at the earliest. Since' the calculations 
of manpower by the Project show an increase of 36 per cent over 
the estimate in the Detailed Project Report, it would be desirable 
to have standard force determined. The Head Office should keep 

. a st.rict watch over the manpower. 

105. The ratio of technical to non-technical staff employed in the 
Project is at present 3 : 4 approximately, This is because all the 
technical personnel required for different units are not yet in posi
tion. It has, however, been stated that when the Project goes into 
production, the ratio will come down to 3 : 1, a ratio which is pre
valent i:1 the factory of the Production Adviser. Secondly, in the 
construction stage, non-technical staff is bound to be more. 

M. Township . 
106. The Project is constructing quarters for its staft on the land 

of the Durgapur Steel Plant. So far 369 houses have been built and 
another 904 are under construction. 

107. The total cost of the township is Rs. 50-76 million. Accord
ing to an undertaking with the Durgapur Steel Plant, chal'€cs, main
tenance and oth,er amenities are to be shared by the two Plants on 
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the b&sis of number of employees/houses, The expenditure incur
red by the 'P~ject in this account during 1963-64 and 1964-65 is shown 
below:-

, ,1 ,~-.- . 

year exptnditure 
,(Rs, in lakha) 

3'26 
6'48 

108. In all 3404 houses are proposed to be constructed. These will 
provide accommodation to all the officers and 75 per cent of other 
personnel. Out of these, ASP has taken up the construction of 489 
houses whi'le the remaining ones will be constructed by the Durgapur 
Steel Plant. This decision was taken in the interest of economy. 

109. The Committee welcome the decision taken by the Alloy 
Steels Project and the Durgap1J:r Steel Plant to have pooling arrange. 
ments for the houses of their employees with a mew to effect econo
my. 

• 
260 (Aii) LS-3. 
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COAL WASHERIES PROJECT 

A. Introductory 

110. As the reserves of metallurgical coal in the cOuntry are limit
ed, two m~es for conserving them were k~pt in ,.view while decid
ling' to set' up uie steel plants., 'These measux:es were (i), to, wash aU 
'metallurgic:'al coals so as to lower the ash content and· (ii)' to blend 
weak 'or semi-coking coals with fully coking coals. In May, 1955, the 
question' of meeting the demands of the essential consumers' for me
tallurgical coal was discussed in the Planning Commission. As a re
sult.Government decided to set up a washery at Bokaro/Kargali and 
to negotiate .with the private collieries for the establishment of waatt
eries to meet the balance requirement of washed coal of all existing 
and projected steel plants. The response from the private sector for 
the establishment of washeries was disappointing. Out of 6 schemes 
received from the private parties only two were found suitable for 
prima facie consid~ration. Those proposals envisaged the washing 
of about two million tonnes of coal ana that too of higher grade. 

111. In 1958, Government made an estimate of the total require
ments of washed coal for the steel plants both in the private and pub
lic sectors and the production capacity of the existing washeries. It 
was decided in the light of study to set up three new coal washeries 
at Dugda, Bhojudih and Patherdih respectively. Government invit
ed tenders for setting up Dugda in June, 1957. At the consideration 
stage of tenders it transferred the whole scheme for setting up of the 
washeries to the Hindustan Steel Ltd. 

112. In 1960-61, it was decided to double the capacity of Dugda and 
Bhojudih washeries. The contract for Bhojudih expansion was 
awarded in December 1961. The contract for design, supply and erec
tion of a second coal washing plant (known as Dugda II Washery) 
was awarded in May, 1963. 

11~. The contracts for setting up the washeries WE're given to the 
following parties:-

Dugda I-Mis. Mc Nally Pittsburgh International Inc., U.S.A. 

Bhojudih-M/s. Coppee & Co., London. 
Patherdih-Mjs. Robert & Schalt!ers, U.S.A. 

28 
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Dugda rr'-:"M/s. Robert & Schalffers, U.s.A. 

Bhojudih Expansion-MIs. Copper & Sons, London. 

U4. So far only Dugda I and Bhojudih washeries have been com
missioned. In the case of Patherdih washery, guarantee test runs 
were conducted in October, 1965. But certain shortcomings were 
noticed and Hindustan Steel Limited has therefore not taken over 
the wilahery. Trial runs arehowe'ver still going on. 

US. According to. original schedule, Dugdall was to be comrois
$ioned by May, 1965. As per revised schedule, it is expected to be 
ready for commissioning by the'end ofl966. The washeries areunder 
1he control of a Project Office in Dhanbad and form an integral part 
of Hindustan Steel Limited. 

B. Location of Washeries 

116. The -location of washeries at Dugda, Bhojudih' and Patherdih 
wB,.'ldecided: after a joint inspection by a team of high officials head- ' 
eel by the then Secretary, Ministry of Iron and' Steel: The general 
~ol)siderations which influenced the selection of the sites are given 
below:-

Dugdo.: 
,1. The washery to be located in the Western 'Region of Jharia 

CoalField could draw the required raw coal from the Bhaga.' Mohuda 
anti Katt'as areas. 

'2. Chandrapura Yard was orrly two miles from the site and was 
well connected by rail to Bhaga and Dhanbad. 

3. The huge quantity Of' water required for the plant and township 
'COuld be drawn from the river Damodar nearby. 

4. Availability of electricity from the Bihar State Electricity 
,Board. 

5. AvaHability of land required for plant and township, 

Bhojudih: 
,1. The Waahery located at the Eastern part of thp. Jharia Coal 

Field. onSE. Rly;could draw the required raw coal from Bhaga and 
Bhojudih areas. 

2. The site is conveniently Connected by rail to coal field. 

3. Availability of electricity fro~ the West Bengal State Electri-. . 
cIty Board. 



so 
4. Water required for the plant could be drawn from the River 

Damodar which is flowing nearby. 

5. Easy availability of land required for plant and Township. 

Patherdih: 

1. This washery is located in tlie Eastern part of Jharia field, very 
near to Patherdih Yard and could draw the required raw coal from 
Patherdih area (E. Rly.) 

2. The site is well connected by road and rail to Dhanbad. 

3. Water is available from the River Damodar. 

4. Availability of Electricity from the Bihar State Electricity 
Board. 

117. The Committee discussed with the Secretary of the Ministry 
of Iron and Steel whether it would not be advantageous to set up 
washeries as part of the steel Plants, as was the case with Durgapur. 
He stated that it would be correct to 00 so if the steel plant was: 
located near the coal fields, as was the case with the Durgapur Steel 
Plant. But if the distance between. the steel plants and the coal 
mines was considerable, as in the case of Rourkela and Bhilai and 
the Plants were designed to use more than one type of coal, then 
the advantage would lie in locating the washery near the coal min~8. 
This would result in saving in transport costs as otherwise, for every 
tonne of clean coal required by the steel plant l' 4 tonnes 9f raw coal 
would have to be transported from the coal mine to the Plant. 
Secondly, middlings which are produced by coal washeries are utilis
ed by power stations and expenditure would have to be incurred i~ 
transporting them from the steel plant to the power stations., 

118. The Committee agree with the above reasoninS1, and thi.n~ that-
it wm not be profitable to locate the washeries at th~ ,teel plont~ un.
less there arc special advantages as at Du.rgapur. 

C. Detailed Project Report 
'II .. 

119. No Detailed Project Report was prepared for Dugda-I, Bhoju .. 
dih and Patherdih washeries. The Government of India had ,decided 
in consultation with the Planning Commission, Coal COJ)tro'lleJ", Cen .. 
tral Fuel Reaearqh Institute and the Railways tba~ the w~heri_ 
should be locate4 at Dugda, Bhojudih and Patherd!brespectively. 
But in the case of Dugda-U washery, a D~tai1ed Project R~port was. 
prepared. 



31 

120. The Committee were informed that there was no settled prac
tice in this regard. No project report was prepared for the TISCO 
washery but the N.C.D.C. had prepared a project report before set
.ting up their Kargali washery. 

12l. During evidence, th~ Secretary of the Ministry of Iron and 
'Steel stated that the decision to proceed with the setting up of the 
washeries without preparing a Detailed Project Report was taken 
with a view to expedite the project. He said that It took about a 
year to get a Detailed Project Report prepared. He, however, agreed 
that it was desirable to have a Detailed Project Report prepared, but 
sometimes, due to pressure of time, it could not be done. In such 
-cases only a rough assessment was made of capital cost, cost of 
washing coal, profitability etc. 

122. The argument put forward by the Secretary of the Ministry 
of Iron and Steel, namely that the Detailed Pro;ect Reports were ~ot 
prepared to save time, is ncn borne out by facts. TIr.e decision to 
.set up the washeries was taken in April, 1956, while invitations to 
tender were issued much later as shown below:-

Washery 

Dugda I 

Bho;udih 

Pathcrdih 

Date on 
which invi
tation to 
tenders was 
issued. 

15-6-1957. 

February, 1959. 

17-11-1959 

Time lag between the 
date of decision and 
the date on which 
tenders were invited 

I year and 
2-1/2 months 

'1. years and 
10 months. 

'1. Years and 
6-1/2 months 

----_._---- -_ .... ---. ----- ..• -----
123. This shows that the'tc 'Was ample time for the Detailed Pro-

ject Report to be prepared. The Committee, thert!fore, feel that it 
was not correct to ha~e proceeded with the Projectll without the pre-
paration of Detailed Project Reports . 

• 
124. Had the Detailed Project Reports been prepared, a prop81' 

cuseasment of the demand for washed coal would have been made in 
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respect of each washerY,and the present position of the washer1e$' 
not bei1l{1 ab~ to work to tun capacity'for want of demand and incur-
ring 'Losses would not have arisen. 

D. Terms of Contract 

125. The following statement shows the dates on which tenders 
were inVited, receivedjopened and contracts were awarded in res
pect of each of the Washeries. In respect of the Bhojudih Washery 
expansion,·the contract was finalised on the basis of negotiations which 
started in November, 1960. The contract was awarded on 12th De-
cember, 1961. . 

Name of the In vitation Receiptl Time lag Award of Time lag Total 
Washery of ~enini contract time lag 

tender o tenden between 
(2) 

(s) 
and 

Dugda I IsthJune Jan. 7 Nov. 9-10 16 
1957 19S8 months 1958 months months 

Bhojudih Feb. 10-7-59 5 11-3-60 8 12 
1959 months months months 

Bhojudih Expansion Tender not invited, b:Jt negotia-
ted in Nov. 1960. 

12-12-61 13 
months 

Pa:herdih . 17-II-S9 2-7-60 8i 8-6-61 II: 19 
month. months months 

DugdaII IS-II-61 30-4-62 sl 
months 

21-S-63 13 18 
months months 

---- --------~--- .-

126. The time-lag between the invitation of tenders and receipt! 
opening of tenders in respect of all the Washeries has ranged bet
ween 5 and 81 months. The time-lag between the scrutiny of tender 
and the award of contract ranged between 8 and 13 months. It was 
stated that since these Coal Washeries were dp.signcd and erected 
with foreign technical assistance, a detailed. examination of the de
signs, specifications etc. by a Technical Committee 14ppointed by 
Hindustan Steel Ltd. had to be conducted. Government also took 
time to examine and approve the contracts. The release of foreign 
exchange also consumed some time. In respect of Bhojudib expan
sion where negotiations formed the basis of awarding the contract, 
the scrutiny of designs, specifications, and award of contract took 
only 13 months. 
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. 127. The Committee find that in _r~spect 0'£ Kargali Washery of 

N .C.D.C. invitatiori to tender was 'is_~~ed by t)le Directorate General 
of Supplies' & Disposals in April, 1955 and after some negotiations, the 
contract for the supply, installation and commissioning of the wash
ery was placed in March, 1956. The time lag in that case amounted 
to 11 months. -

128. Considering the time tak.en for awarding the contract fOT KaT-
gali Wqshery, it appears to the Committee that the'time taken for 
awarding contracts jor Washeries at Dugda I,: (16 months), Pather-
dih (19 months) -and Dugda-ll (18 months) is on tile high side. As 
G01,ernment had gained experience by the settiflg up of the Kargali 
Washery, the time taken for setting up of HSL washeries should have 
been less. Moreover, the contract tor the Kargali Washery was pro-
cessed by the Directorate Genera.l, Supplies am.d Disposals. As Gov-
ernment and the HSL 'were directly· dea.ling with these contracts, it 
sh.ow.d. luwe bet!n pOS.8\oZe to examine the tenders and finaliSe the 
contracts in a· shorter period than the DGS&D. 

E. Erection and CommiuionillJ 
~ . . .'. . 

1~. The. table given below- shows U1e scheduled dates of com
misSioning and the actual dates of commissioning of eaeh washery:-

Date of Commissioning 
Washery 

Scheduled 

Dugda I • Z9-II-1960 

Bhojudih (original)n-S-I96z 

Patherdih 

Dugda II . May, 196s 

Actual 

9-12-J961 

7-II-196z 

Extent of 
delay 

I year & I J days 

6 months. 

Not yet com- I year and 4 
missioned. months 

(till April 1966) 

Not yet com- Ii yeareif revised 
missioned (Re- sChedule iI adh
vised schedule- ered to) 
'Cnd of J966) 

130. The reasons for delay in commissioning are stated to be as 
follows:-

Dugda I: 

(i) Sttzel strike in U.S.A. during the period from 15-7-1959 
to. 4-1-1960. 

(ii) Delay_.in arrangiDl- bank guarantee for ftrst 10% rupee 
payment, 



(iii) Delay in final approval of revised designs regarding wash
ed coal bins and middlings and refuse bunkers by 12--14 
months. 

(iv) Delay in providing the Railway siding. 

(v) Delay in providing import licence required for the import 
of material for the mo~ification to manual unloading 
section. 

(vi) Modification to Manual Un-loading section. 

Patherdih: 

(i) Delay in finalization of DLF loan by one year. 

(it) Delay in the initial 10% payment to the Contractors. 

(iii) Delay in establishing letter of credit for supplies from 
U.S.A. 

(iv) Delay in finalization of Marshalling Yard DraWing. 

(v) Short supply of structural steel. 

(vi) Delay in fabrication work due to shortage of essential 
matetials like electroaes. 

Dugda II: 

(i) Delay in finalization of USAID loan resulting in delay 
in establishing letter of credit by 5 months and 10 days. 

(ii) Soil bearing test took considerable time. 

(iii) Delay in the supply of steel from the Prime Producers. 

(iv) Shoremen's strike in U.S.A. from 11th January, 1965 to 
6th March, 1965 (55 days). 

131. In the case of Dugda I and Bhojudih washeries, the delay 
was stated to have been examined by the Board of Directors and they 
obs«!rved that the delay in completion of the plant was due to reasons 
beyond the control of the contractors and approved grant of exten
sion of the delivery period. The delays in Patherdih and Dudga II 
are stated to be under examination. 

132. It would be observed from para 130 that the case Gf Dugda I 
Washery, on several items delays were caused in India e.g. in arrang
ing bank guarantee for first 10% rupee payment, import licence, 
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-rail siding etc. The delay caused on account of each ot these reason.
is shown below:-
----,---, ... _----------' 

Sl. 
No. 

Factore Date on Date on Extent of 
which re- which actu- delay 
quired to be ally comp-
completed leted _ .. _-----_.,---

2 3 

i. Bank Guarantee for first 29-1-1959 
10% rupee payment. 

ii. Rail siding 29-1-1959 

iii. Import licence 15-6-1959 

iv. Redesign of washed coal- 24-7-1959 
binL 

v. Modification to Manual I7-II-1960 
unloading section-letter 
of credit and import 
licene 

4 

6-5-1959 

26-6-1959 

9-7-19'9 

20-1-1960 

25-5-1961 

._----
5 

a moml;s 
days. 

1 month 20 
days . (upto 
6-S-59 de-
lay was Con-
current). 

23 days. 

5 months 26 
days. 

6 months II 
days. 

133. Similar would appear to be the case with Bhojudih, Pather-
.,dih and Dugda II washeries also. It appears that most of the delays 

have occurred because of lack of energetic efforts in the part of HSL. 
The fact that the contractors have been exonerated for delay lends 
support to this view. At the same time, Government have also 
to bear a fair share 6f responsibility, because, if proper vigilance had 
been exercised by them, such delays might have been reduced, if 
not avoided altogether. 

134. When the commissioning of Dugda I Washery was d.elayed 
on account of delays within the country, action should have been 
taken to avoid similar pit-falls in 'the commissioning of Bhojudih and 
Patherdih washeries. For example, there was delay in arranging 
bank guarantee in the case of Dugda I and in opening Zetter of cre-
dit, in the case of Patherdih 'NlUhery. Again in the case ~ Dugda 1 
there wasdela:y in providing raill siding and this was repe.ated in 
the case of Bhojudih Washery. The Committee are concerned over 
repetition of similar .omissions. . As pointed O1,£.t by the Committee 
in their thirteenth Report on ¥anagement ~nd Administration of 
Public> Undertakings, in the fofTn.tJ.bive. stages ·of a project, the res-
ponMliliitly of· t~ Ministries should not Ce43e after 'sanctioning 

: the project and/or entering into agreement with contractors. but 
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they should also ensure that they progress according to the schedule-
and whatever difficulties are likely to arise in their implementation 
are foreseen and attended to. 

F. Raw Material 

(a) Raw coal and clean coal 

135. The table given below shows the percentage yield of clean 
coal in the washeries of R.S.L. as also in other washeries in the coun
try and abroad:---

Dugda I (original) 
Dugda I (revised) 
Bho;udih 
Patherdih 
Dugda II 

Durgapur . 
Kargali (of NCDC) 
Kathara (Do.) 
Gidi (Do.) -
Jamadoba (of TISCO) 
West Bowo 
Chasnatta (Do.) 
U. S. S. R. 

• 

Percentage of clean coal 
through raw coal 

75% 
60% 

• 7°% 
6$% 
50% 

(anticipated 
as it is yet 
to be com
missioned). 

60% 
7°% 
5°% 
63'4% 
66·6% 
57-5% 
5°% 
75% 

136. It will be seen that the percentage yield of clean coal differs 
from washery to washery including the washeries of Rindustan 
Steel Ltd. It was stated that the percentage yield of clean coal depen
ded upon the washability characteristics of the coal feed and also the 
sytem of washing in each washery. The washability characteristics of 
raw coal varied from area to area and no norm eould be applied to it. 

137. Th.e malin difflCUlty facing the waaheries is the deterioration 
in the qU4lity of raw coat supplied. The Committee were informed 
during evidence that the Mh content of the raw coal was higher thatn 
anticipated earlier. For exampte, in the case of Dugd:a I wcuhery, 
it was expected that 52% of raw coal feed wouLd have maorimum 
ash content of 19% and the remaining 48% of the raw coal would 
be with an ash cQ'A.tent 0119% to 23·7%. The above forec.at had 
not materialised om.d the 'lO(IShery got 32% of the coal with les.er' cuh 
content and the rem.aitting 68% of nlW ~l con.tGined h.igher am. 
content' than entri8C1ged. 
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138. The Committee were informed that subsequent to pL .:para
tion of report and specifications for Dugda I washery by CFRl, the 
Government had appointed a Fourth Working Group to go into the 
question of supply of coal being linked to, each washery. Due to 
changing production patterIl: and growing needs of metallurgical 
coal, even the linkage suggested by the Working Group did not work 
satisfactory. 

139. The question of coal supply was, therefore further 
discussed in a meeting held on the 23/24th September, 1965 and it 
had been decided that the Coal Controller might be entrusted with 
the work of making a comprehensive review of the linkage of the 
collieries with HSL Washeries to ensure supply of right quality of 
coal in adequate quantities. 

140. From the foregoing, it wiLl be seen that deterioration in the 
quality of raw coal is not peculiar to HSL washeries. but /II general 
phenomenon prevalent in the country. The linkage of collieries to 
washeries S1Lggested by the Fourth Working GToup appointed by 
Government has not worked well. Much, therefore, depends on the 
linkage which the Coal Controller might suggest. HSL, no doubt, 
will apprise the Coal Controller the factfNs' which caused the failure 
of the present linkage and also make suggestions for a solution of the' 
problem. 

141. The Central Fuel RE7search Institute pointed. out in tl}eirRe
port on Dugda I washery that for every 1 % increase in the ash con
tent of raw coal,. the loss in yield of clean coal was of the order of 
5%. The Committee enquired about the loss incurred by the Dugda I 
Washery Iby use of raw coal of higher ash content. They were in
formed that it was difficult to estimate the loss, because the washe
ries had not worked to full capacity and as such it was not possible 
to select raw coal of better quality than what it might have been 
possible if the washery had worked to full capacity. 

142. Since the loss in yield of clean coal is as high as 5% for 
every increase of 1 % in ash content of raw coal the Committee sug-
gest that urgent steps should be taken to ensure that the raw coal 
purchased does not contain more ash than the wQsheries were origi-
nally designed for. I 

(b) Difference in grade of coal actually r~ceived and the coal for 
which payment was made 

143. The Report on Dugda I washery by the Central Fuel Resear
ch Institute pointed out that the washery had been paying RI. 2 to 
2· 5 more per tonne of raw coal, because the . co.8l received was 
of the grade 'HH', whtle payment was made for grade 'F' or 'G'. 
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This was due to the fact that collieries had. to pay according to ofti· 
~ial gradation rather than their own analysis. This had been brought 
to the notice of Government and the Coal Controller by HSL and 
was under discussion. 

144. After some conSideration, Government are stated to have in-
troduced the system of payment on the basis of actual quality asses· 
,ed at destination, i.e. by a system of joint sampling. However, the 
.scheme had not worked satisfactorily due to various reasons, the 
main reason being a reluctance on the part of the collieries to co
.operate. 

145. During evidence the Chairman, HSL stated that on HSL's 
suggestion, Go\ternment raised the price of coal by orie rupee sub
ject to the collieries agreeing to joint sampling. That had not pro
"led attractive enough for the collieries.. In fact out of the 19 collie-
ries which covered 54% of the supplies to HSL washeries, 6 had 

.dropped out. Government have suggested to HSL to enter into long
term agreements with the collieries by offering higher prices, if 
necessary, as a solution to the problem. 

146. Since the suppLy of raw coal ii a perTJ14nent affair, a solu-
-non has to be found for ensu.ring th4t the grade of coal for which 
payment is 'I'J14.Cle conform.s to the grade actually supptied. The Com-
misttee hope that t'1w! HSL, in consultation with the Coal Controller 
and the collieries will devise an equitable solu.tion to the problem. 

(c) Redu.ction in ash content as a result of washing 

147. The table given below shows the ash content of the raw coal 
fed into the washeries, the ash in clean coal and the reduction in 
-ash as a result of washing for 6 months during 1965: 

Months 

April '65 

May '6S . 

June '65 -

July '6S ' 

AUiU!t '65 

SepT, '6S, 

Ash in 
feed 

::10,8 

20'7 

21 '2 

20'8 

200'9 

21'S 

DUGDA BHOJUDIH 

Ash in Reduc- Ash in Ash in Reduc-
clean tion in feed clean tion in 

coal ash coal ash 
after after 

washing washing 

. _._-".- ----'--"---
18'0 2·8 20'9 17'S 3'4 

17'S 3'2 21,6 17'1 4'S 

17'6 3,6 21'S '7' I 4'4 

17'3 3'S :u'fi 16'9 4'6 

17'2 3'7 21 '7 17'2 4'5 

17,5 4'0 22'4 17'S 4'9 
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148. It will be seen that the average reduction of ash content is~ 
3' 5 per cent and 4' 4 per cent for Dugda I and Bhojudih Washeries. 
respectively. . 

149. The Committee understand that in the U.S.S.R. the average' 
ash content of raw coal was 17 per cent and as a result of washing,. 
it was reduced to 7 per cent to 8 per cent i.e., a reduction in ash con
tent of 9 per cent to 10 per cent. 

150. The Committee recommend tho.t studies shouZd 'be initiated to 
find out the factoTs which aTe Tesponsible fOT comparative inetJi- . 
ciency of the HSL Washeries with a view to adopt suitable remedial. 
m.eaSUTes. 

G. Production 

(a) Utilisation oj rated capacity 

151. A statement shoWing the capacity installed and production 
in the two washeries which have so far been commissioned, namely 
Dugda I and Bhojudih is given below:-

1962-63 

~963-64 

J~64~6~ 

Year 
DUGDA I 

Rated Produc- Percent-
Capa- tion age to 
city rated 

caps-
city 

1 '44 0'7 48 '6 

'1'44 r'03 71'6 

1 '44 0'8 5"5 

BHOJUDIH 

Rated Produc- Percent-
caps- tion age to' 
cIty rated 

capa-
city 

1'4 0'2 17'5 

1.'4 0'96 48'0 

J '4 Z'2;l. 87'0 

152. It 'will be seen from the statement that the production in 
these washeries has all along been much less than the rated capa .. 
city, It would be further observed that the production at Dugda I 
has shown a decline in 19M-65 as compared to 1963-64, 

153, It has been stated that production in both 'the wasberies had' 
to be restricted to a level lower than the· rated· capacity because of 
the decreasing intake of washed cOfll by the Steel Plants. Dugda I 
was operated to a lesser extent in' 196~as compared to 1968-64.. 
because of a number of reasons, vlz" sllortage of spares, interrup-· 
tion due to eO~tructional activity, lower off':'take ,. of washedcoall 
and transport d1ftlcul~ies: 
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1M. During evidence, the Chairman. H.S.L. advanced the foIlow
ing rea'sons for the decrease in the off-take of washed cOllI by the 
steel plants:-

(i)· Certain dates were envisaged for the starting of the blast 
furnaces and there was so~ 'delay in the starting; 

(U) Coke rate has improved from '1 ~ 5 tons to 1 ~ 3 tons of coal 
, ~r .tonne Qf ~t~el. . 

,'155: The Committee' are 'not convinced with these a:rgu~ts. 
It seems that the dema.1idfor washed coal was over assessed.' What 
is worse is toot the rated capacity of Bhojudih was enhanced from 
1>: 84 to 1: 4 million tonnes in 1961. It is true that in the 
'context of expansion of the steel plants, the ouHook for off-take of 
'washed cOiQ.l miJJht improve but this does not justify the esta.blish-
-ment / expan.sion of the washeTy at a time when there was not enough 
qemand for the coal. As late as in 1963 the St.e~l Plants, served ,by 
these washeries were expected to take only'!. 93 miUioll tonn.esof 
-wcuhed coal 'frOm themwh.erecisthe in.siillled capa.city 'oj these wash-· 
-eries was 2' 84 million tonnes· i.e. nearly one and a half times. 

156. It is needless to point out that the creation of excessive 
capacity leads to locking up of capital which has to bear interest 
charges. The Committee, th.erejore, recommend that in futuTe, pro
posals for setting up a new washeTY should be approved only after 
ensurfng that the capacity of .the existing tOOsherieslis being utilized 
in full. It is understood that HSL is in touch with.jthe N.C.D.C. with 
Tegard to setting up of new washeries. Before deciding ·to set up 
new washerie8, the Government should critically assess the demand 
and compare lit with the installed capacity. 

157. The Committee further note that Bhojudih washery was to 
supply washed coal to TISCO. According to the Calculation made 
in '1958,' the demand for washed coal of Bhojudihwas estimated at 
2.47 millIon tonnes. The capacity of the two waaheries of TIseo 
wasestimate<iat 1: 5 million tonnes of washed coal. 

158. Bhojudih was originally expected, to supply 0.9 million 
tonnes of washed coal to TI~O. The original capacity of that 
washery was 0.9 million tonnell of washed coal. Till the completion 
ofexpanaion of the washery~ more or less full suppli("s were ,made. 
'Subsequently at a meeting held at the Coal Controller's office on 
22nd Otrtober, 1963, it was decided that TISCO would ~ake 56,000 
tonnes per month, i.e. O. fY1 million tonnes per annum. At this rate 
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,SuPPlies are stated to have been' made till' February-March, l~ 
whereafter TIseo reduced their intake to 0.54 million tonne per 
~lnnum. 

159. Duting eVidence" the' Chairman, HSL stated that HSL was 
not particularly anxious to pressTISCO because the requirements 
of steel Plants for washed coal were growing. 

160. The Committee thmk that the inability to -supply TISCQ 
-washed coal at the rate envisaged earLier was the reason for not 
working the washery to :fun capacity for a period of a littte OV~ two 
1/ears. That th~e iI8 now (l9ing to be adeq'UDlte demand JCYl' the 
washed coal produced 'by ,that waahery' does n:otalter the fact that 
wpply of washed cocll to TISCO was taken JCYl' granted with014t 
,entering into a contract. In Inot having entered into a specific 
agreement with TISCO regarding the supplies, Government and HSL 
had failed to provide one of the fundamental isafeguards. The Com
mittee hope that necessary Lessons witl be dTawn ( from this ex-
perience. , I 

161. Patherdih washery was originally expected to supply 
washed coal to lISCO. But that company refused to accept washed 
coal on the grourid of high cost. Negotiations are stated.to have 
gone on for, two years without ,success. 'In December, 1965. however 
an understanding is stated to Rave been reached for the supply of 
40,000 tonnes of clean coal to lISCO. The price to be paid by it and 
connected matters are yet to be worked out. 

162. During evidence, the Committee were informed that HSL 
is not now anxious to supply coal to outside parties. 

163. Th.e Committee's obseT'OOtion.s with regard to supply from 
Bhojudih to TISCO are equally applicable to this. 

(b) Effective Working hours -of Dugda, ~ Washery 

164. The Report of the Central Fuel Research Institute on Dugda 
I washery pointed out that out of 16 working hours the effective 
working hours in that washery seldom exceeded 9 ho':1l's as against 
14 to 15 hours in foreign countries. That Report estimated loss on. 
this account at Rs. 35.lakhs per annum. 

165. As the washery ~as not required to work to full capacity, 
no loss was suffered by the washery on account of ita being worked 
for lesser number -of hours. 

166. During evidence. the Superintendent of the ProjeCt • admitted that the working hours were poor but that was mainly 
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because of maintenance problems and lack of certain spare parts; 
which were not available. 

167. The Committee recommend that steps should be taken to' 
analyse the r~asons for the washery working for less or hours than 
normal. The Commi.ttee suggest that due attention should be paid to-
this matter. ! I 

.I.-':J,".I'" .~~ .:........... • 

H. Plant and Equipment 

<a> Cost 
168. The table given below shows the cost of Plant and Equip

'ment of each washery. Similar figures in respect of Kargali Washery 
have also been indicated for comparison purposes. 

Washery 

Capacity 
of raw coal 

Cost of' 
planland~ 
equip~, 
ment. 

----------. 
(Million 

Tonnes) 
(Rs. 

Crores) 

Dugda I 2'4 4'00 
Bhojudih 2' 0 3' 60 
Patherdih 2.0 3' 64 
Dugda II 2' 4 S· 26 
I{argali (of 2' 2 ;2 42 

. ____ N.C.D.C-',) ___ . ______ . _".'~_ . ___ _ 

169. The cost of plant and equipment of HSL Waaheries is stated~ 
to be more as compared to Kargali Washery of N.C.U.C'., because 
their cost' is made up of certain elements which were not included 
in the cost of Kargali Washery's plant and eqUipment. A statement 
showing the elements of cost of plant and equipment of H.S.L., 
Washeries and Kargilli are given below:-

HSL Washeries 
-_._-----
(1) M~n Plant and standbys. 
(2) Spares 
(3) OverheJIds, design and enpering 

oerv~. 

Karlali Washery 

(1) Main Plant. 
(2) W.,ons and Locomotives. 
(3) Furniture and fittings. 

(4) SerVice oHare!", ~ot\ftet 
(s) Fabrication of StructUral Steel 
(6) Erection . 

. W Vehlcln. 

(7) Civil Worka 

(s) a.Umy sidillp. 
(6) InvelopmeDt. 
(7) Civil Worlt8 i1'1c1udina Wash~1Y 

Buildinp. _._. __ ' 
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170. It will be.!een that the cost of plant and eqnipment of HSL 
1DClBheries includes certain elements which are nOt included in the 
cost of plant and equipment Of Kargali Washery. The same is true 
of KargaZi Washery also. Except items (1) and (7) the other elp.-
ments which comprise the cost of plant aRd cqutpment of 
Kargali Washery are not included in the elements of co.~t of 
Hindustan S~eel Limited Washeries. The Comm~ttlee do not. 
therefore, consider the argument that the pla"t and equip-
ment Of HSL Washeries contains something more than th.e 
N.C.D.C. Washery as wholly valid. They re.commend that a com-
parison of the co.!t of plant and equipment of HSL Washeries and 
other Washeries in :the country should be made, elementwise, 80 as 
to pinpoint the elements which have accounted fOT the increase. 
Such an analysis will be heLpful fOT ljut'll:re guidance. 

171. The Committee aLso recommend that whenever such deci-
.lions are taken, the available comparable data should be collected 
to hUt)e an idea about the rea.~onabIeness of thoe cost of plant and 
~quipment~ I 

172. Dugda I and Dugda II have a capacity of 2.4 million tonnes 
each. The cost of plant and equipment in case of Dugda I is Rs. 4 
crores while in case of Dugda II it is Rs. 5.26 crore». Thougp their 
capacity is the same the pricE.> difference is to the extent of Rs. l' 26 
crores. The Plant of Dugda I was ordered in November, 1958 while 
order for Dugda II was placed in May, 1963. 

173. The Commi-ttee cannot understand how prices for the same 
capacity of plant in the very same country could have risen by R~. l' 25 
crores or 31' 5 per cent in 31 y.'!ars even aft.er takimg into considera-
tion technological advancement etc. The Committee desire that an 
enquiry should be held into this matter. 

(b) Dejects in Plant and Equipment of Dugda I Washery 

174. In their Report on the performance of Dugda I Washery 
submitted in January, 1965, the Central Fuel Research Institute had 
pointed out that the Baum Jig Circuit had been wrongly designed 
ignoring directives given in the original specifications. According 
to the designer, only minus 1" fraction of rejects were recircula
ted in the Jig Box andundersizes at i" came out of the box along 
witb the cleans and remained unwashed. The design of the Baum 
Jig Circuit (unless major rectification was introduced) 'Would not 
allow tbeadopUon' of ~washing scheme as envisaged· earlier for in-
creaSed ~CoveryQf clean coal and better control of the quality of 
cleaned: products. 
280 (All) LS--4. 
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175. Due to the non~wa$hing of undersizes of I'" the yield. of 
cleans would go down by 2.7 to 15.4 per cent. The Report assessed' 
the consequent financial ~~s in a year (presuming the difference bet
ween the selling price of clean and middlings. to be at least 
Rs. 30 per ton) at Rs. 36 lakhs. 

176. Asked about the reasons, HSL informed the COJ1llllittee that 
the Director of the Central Fuel Research Institute was a member 
of the Technical Committee which examined the tenders. The 
Dlrector CFRI had differed with some of the views expressed by the
Technical Committee- and the desigp of Baum Jig Circuit was one 
of them. 

177. The view of the International COnstruction Company which 
had in the meantime been appointed as consultants to HSL were also 
obtainej and they were in agreement with the views of the Techni
cal Committee. 

178. The Committee understand that the matter is being investi~ 
gated by a Technical Committee. The stages through which the 
examination of the! findings of the Central Fuel Research Institute
have passed and the time taken at each stage are shown below:-

Report of CPRI received by HSL 25-r-65 

Comments/Observations of Superintendent, Coal 
Washeries Project received' 29-3-65 

Proposal to set up a Technical Committee to go into 
the different aspects April, 1965 

Change of incumbant of the post of Superintendent 
of the Project and the nee<l to enlcrre the tenns of 
reference so as to include Bhojudih and Patherdili 
Washeries 22-5-6S-

Correspondence with various authorities to nomioute 
persons to serve on the Committee and the appoint-
ment of the Committee . . 27-7-65 

179. It will be seen thllt the Ilppointment atone of the Technical' 
Committfie took 6 months. T1tICr.t Committee was originally upectea 
to submit its Report by the 3'rd OCtobe'l', 1965, but the Report had 
not been received till :february, 1_1 If the jtMings of the Central 
F;'ueI Re~rch. Inrtitute reg~rding the loq of yield of eZea~ coal af'ft 
C'Otrect, then HSL will have lost Rs, 36 laJchS (ltie"to de1ay'in 8ttti1tg 
up the Technical Committee- and it. coming to a 1indin~ 'l"M Cbm-



mittee cannot but observe that Hindwtan Steel Limited has failed 
to treat the matter with the urgency which it deserved. The Tech-
"iccl Committee should be asked to submit its Report quickly and 
expeditious action should be taken to implement its decisions. IJ the 
Technical Committee has not yet completed investigation, they should 
examine the following matters:-

(i) The extent of loss due to lesser recovery of clean coal; 

(ll) The steps that are necessary for washing coal of I" and 
less; 

(ill) Cost of equipment and capital expenditure necessa1"Y for 
installing the facilities for wa8hing such material; and 

(iv) Whether considering the capital expenditure and the 
accrual oj benefits, it would be economic to wash the 
material referred to. 

(c) Spares 

180. Because of poor maintenance of Dugda I plant for want of 
FOB spares, (imports of which had been delayed conSiderably due 
to non-release of foreign exchange), frequent break downs had occur
red in that Washery and the production could not be stepped up. 
The losses so suffered have not been assessed. 

181. During evidence, the Chairman, HSL admitted that there 
had been no proper planning with regard to spares. The Superin
tendent of the Project stated that the suppliers gave 5% of spares 
for maintenance but these were consumej during the commissioning 
period. Replacements took 18 to 24 months'. The Committee were 
informed that due to inexperience this had happened. 

162. While the Committee have invariably notio-.d thAt there 
.,-e excessive stocks of spares and stores in most public undp.rtnk;ngB, 
tn this particular project, the reverse is the Ca8e. In the light 'of thu 
experience, steps should be taken to build up neceSsary stacia of 
.pare, in all the 1Dasheries. 

I. Financial Matters 

<a> Capital Cost 
"1' ,.: .',' \ 

183. The capital ,cost Q:f the Dugda 1; 'Bhoju.iih and Dugda II 
Washeries is very high as compared to the Washeries at Kargali of 
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N.C.D.C. and at Durgapur Steel Plant, as the following table will 
.how:-

Washery 

Kargali Washery NCDC 
Durgapur WaBhery 
Dogda I 
Dugda II 

Bhojudih 
Patherdih 

Capacity Capital 
of raw cost 
coal ORs, crores) 

(Million tonnes) 

2'2 2'42 
1'57 

2'4 7'36 
2'0 7'33 

(likely to 
be revised 
upward.) 

2'0 6'31 
2'" 6'90 

184. The capital cost of Kargali Washery is stated to be less be-
-cause it is a pit head washery resulting in savings in lay-out and 
buildings like bunkers and conveyor belts etc. In the case of Durga
pur Washery, since it was a part of the steel plant, all expenditure 
·on railway marshalling yard, the township, the power line communi
.cation etc. were all part of the steel plant. Moreover the cost of 
the plant was also less because it was part of a package deal. 

185. It is understandable that these favourable factors made it 
possible to set up the Ka:rgali and the Du.rgapur Steel Plant Washer-
ies at a lesser cost. But, the Committee are not conv'inced that these 
jactors account for such a large difference in. the capital COsts. The 
Committee recommend that the reasons f01' the large difference in 
the capita,l cost of NCDC Washery and the Hindustan Steel Limited 
Washeries should be pToperly analysed f01' future guidance. 

(b) Cost of Washing 
186. The table given below shows the cost of washing coal per 

10nne in Dugda I and Bhojudih wasberies as compared to theKar
:gaH Washery of N.C.D,C.: 

NCDC'S 
Kargali Dugda I Bhojudih 
Washery 

Operatirtg cost and over-heads 4'48 "'92 4,67 
Depreciation 0'92 3'27 1'94 
Interest on Govt. Loan 0'90 1'96 ?'S7 -

6'30 I3'IS 7'18 



18"1. it will be· seen from the above statement that the operating 
costs of Dugda and Bhojudth washeries are higher than at Kargali. 
The 'reason for this was stated to be that Kargali was a Pit-head 
Washery and the bulk of its raw coal came from Bokaro and Kargali 
collieries. But in the case of HSL washeries additional expenditure 
on Marshalling yards and handling costs had to be incurred. Dugda 
I had been designed to wash raw coal received from 26 different 
collieries, which have varying washability characteristics. This also. 
necessitated additional facilities for blending of the different types 
of raw coal. 

188. The actual operation of Dugda I in 1964-65 wai only 42% 
of rated capacity. 

189. The inciq,ence o! depreciation at Dugda I and Bhojudih was 
higher than at Kargali. This was because the capital cost of Kar
galt washery was only Rs. 2.25 crares as against the cost of Rs. 7.0: 
crores of Dugda I and Rs. 6.18 crores of Bhojudih washeries respecti
vely. All these factors contributed to increase operating costs at 
Dugda I and Bhojudih as compared to Kargali Washery. 

190. In. the case of Dugda I the cost of washing is more than' 
double that of Kalgali Washery. While the Committee agree thea 
the fCJ¥:tors referred to in the preceding paragraph account for .ome 
increase in the cost of washing, they are not convinced that they 
can account for such a wide differe'nCe. They feel t.hat the working 
Of the washe1"!1 needs close scrutiny with a view' to bringing down 
the cost. They urge that immediate steps shOUld be taken towar~ 
this end and proper watch kept till the cost comes down to a com .. 
pOO"able level. 

(c) Working rault, 

191. The table given below shows the working results of the two 
washeries which have been commissioned so far:-
-.-- .. - -_ .. _-'------------_._-_._-_._----------_. __ .. _.-

Year 

-----------

Dugda I Bhojudih Net profit/ 
Losl 

(R.. in lakha) 
----_ .. _--_._---

(Profit _ +) 
(L08B - -) 

(-)31'28 (+)6'02 

(-)19'69 (+"4'92 

(-)25'26 

(+)15'23 

(+)23'6 
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192. The losses during 1962-63 in Dugda I are stated to be due to 
the fact that the price charged from the Steel Plants for washed coal 
was based on an estimate preparej in the beginning of the operation. 
'The actual cost for the washery proved higher than the estimate. 

193. On the other hand, it was possible to make profits in the 
Bhojudih Washery, because the supplies were made to TISCO on 
the basis of standard cost, i.e. on the basis of optimum working plus 
a return of 8%. 

194. The Committee enquired why even after fixing the price 
of washed coal on cost basis, the Dugda I Washery incurred a loss 
of Rs. 19: 69 lakhs in 1963-64. They were informed that it was be
cause that wa~hery di.:i not work to full capacity in that year. The 
Chairman, HSL also stated that formerly tl}e coal, washeries were 
considered as independent units but lately thinking was for treat
ing them as service units. 

195. It will be Been that Dugda I Washery incurred heavy 10al 
amounting to Rs. 50' 97 lakhs in 1962-63 and 1963-64. The Committe, 
are inclined to think that in addition to the fact tha.t the waBhery 
worked at a lesser capacity, there must be other reasons for the 
losses. Some of the deficiencies in the working of the washe.", 
which accounted for substantial losses and which were referred to 
in the Report of the Central Fuel Research Institute are given below 
along-with the amount of lOBS as estimated in that report: 

(RI. in laths) 

(I) Lo91 in yield Or clean coal due to higher alb content 
in raw coal . . . . . . . . 73 

(il) Non-washing of under-sizes at 1/4" due to defective 
design in the jig box. . . . . . 36 

(iiI) Unsteady operating c:>nditions of the washerJ 14 

(io) Lesser numb« of effectiVII working bpun 3' 
TOTAL IS7 

198. The deficiencies pointed out by the Central Fuel Rea~,.ch 
Institute are stated to be under the examination oj a Technical 
Committee. In the light of the findings of that Committee, HSL 
.hould reassess th.! extent ·to which t~ losses were due to· the defect. 
in its operations. llSL should also examine the prospects of sale. 
cost of washing and the price which can be obtained and .take ml
table steps to make the working of the washeTt/ economic. 
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197. As regards the8Ugge.tion thczt the walheries IIhould ba 
treated as service units, the Committee are of the opinion that if the 
'Washeries are to work with maximum efficiency at minimum coat, 
they should function as independent commercial enterprises ancl 
'how comparable results with other washeries in the country. If 
<)n the other hand, they are treated as service units, there will be 
no incentive for them ,to keep their cost of p7'oduction down and it 
will perpetuate inefficiency. 

J. Organisation 

198. The washeries at Dugda,Bhojudih and Patherdih are each 
managed by a Washery Manager Wlder the general control of the 

,'Central Project office at' Dhanbad. It has been stated that the 
, location of the Project Office at Dhanbad is the most suitable one 
because it is the centre of cqal mining industry. 

(a) Stat! employed in CentTal Project Office 
199. The main fWlctions of the Central Project Office are to 

arrange for the supply of raw coal, distribution of washed coal to 
the steel plants and to look after wagon allotments. The Superin
tendent of the Coal Washcries Project is responsible for the em.
cient and smooth working of the washeries. This, he ensures, by 
inspecting the washeries periodically and by getting weekly reportl 
-on their working. 

200. Considering the main responsibilities of the Pro;ect Office 
enumerated. above, the stat! employe.d by that Office appears to be em 
the high side.. The Committee understand that a standard force iI 
being finaliSed for the Project Office. This should be done SOO1'l. 

(b) Staff employed in tDasheries. 
201. The Table given below shows the sanctioned and actual stat! 

1Itrength of the Coal Washeries Project during the years 1961-62 to 
1963-64 and the expenditure on establishment during the same 
period:-

Year 

----~ 

1961-6:& 

i962-153 

J~3-64 

--------

Staff ~trength 

Sanctioned Actual 

-.-~------

666 479 

' 1289 1I48 

11936 135' 
• ,I 

Eatablishment 
expenditure 

R •• 7'I3lakhe 

RI.19·70 

RI.28·S3 
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202. It has been stated that the standard force had. been fixed 
for Dugda I and that for Bhojudih was being finalised. Asked! 
whether the trend towards decrease in intake· of washed coal by 
plants had been taken note of in detennining the staff require~ 
ments, it was stated that the off-take of washed coal was a variable 
factor a.nd that the actual strength within the standard force would 
be altered depending upon it and other fQ'Ctors. 

203. The Committee have already referred in para 153 ante that 
the demand for washed coal had decreased and the washeriel1 
had consequently to be operated much below the rated capacity. 
In the circumstances, urgent action should have been taken to 
determine the standard force of the Washeries. Apart from the-
question of determining the standard force, the decrease in off-take 
of washed coal, which became apparent in November, 1963 and was 
expected to continue until the additional blast furnaces and coke-
oven complexes in the expansion schemes of the steel plants went 
into production, should have been followed by a freezing of recruit-
ment. The Committee are B'Urprised to note that the I1taff ha.s: 
actually been considerably increased during 1962-63 and ma"gmllHg 
during 1963·64. 



CONCLUSION 

204. The examination of the Alloy Steels Project has revealed' 
that there has been considerable avoidable delay in plann.ing and 
setting up the Project. From the stagf Of appointment of the con-
3ultant to the present stage of construction and erection of plant and 
equipment, it is atyparent that a sense Of urgency has been lacking. 
It is fur.ther seen that Government decided to set up the project 
without obtaining data on the economic viability of the project, 
the' cost of production and profitability with ,the result that during 
the. first stage there will be a marginal lpss. The Committee also 
found that there are seVeral lacunae in the agreements with the 
consultants, suppliers, Contractors, etc., in regard to matters like 
demarcation of responsibilities, fixation of fee, watching progress of 
work, etc. It is rgerettable that such mistakee should occur even 
after Government had. experience Of setting up projects of much 
greater complexity in the COU1l,try. 

205. Much cannot perhaps be done at this stage so far as the pro-
fitability and the concluded agreements are concerned. But so far 
as the expeditious completion of the project is cocerned. Govern-
men.t can do a Zot. The Alloy Steels Project is an important Project 
in the Public Sector as there is great shortOQe of alloy steel in the' 
country. The Committee trust that the Project authorities would 
direct their energies to the speedy completion of the Project so that 
the country may become self reliant to a considerable extent in thia 
vital product. ' 

206. The examination of the Coal Washeries has disclosed that be-
fore setting up the Washeries, the demand for the washed coal was 
not properly assessed with the result that the demand has been 
",sses. The capital cost of setting up thesewasheries haJ been 
tal has been unnecessarily locked up and the washeries have shown 
'losses. The capital cost of setting up these U?asheries has 'been 
excessive. Fortunately, with the expansion of the Steel Plants 
under Hindustan Steel Limited, the prospects of utili8ation of the 
products Of these washeries are becoming bright. The Committee' 
would, however, emphasise that there ,hould be no complacency 
so faT as their etJicient operation is concerned. Thi, is important 
because the HSL wanted to treat them 41 service units which 1DCU . 

• 
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.likely to prove a disincentive towards maximum efficiency. The 
Committee 1eel that these Washeries should be worked on com
mer~ial basis and show comparable results with other washeries m 
the country. 

NEW DELHI; 

April 23, 1966. 
Vaishakha-3~-1888 (8). 

D. N. TIW ARY, 
Chairman. 

Committee on Public Undertaking •. 



A.PPENDIX I 

(Vide para 80) 

List of Raw Materiala 

Imported Materials: 

1. Ferro Boron 

2. L. C. Ferro Chrome 

3. L. C.' Fe mn. 
4. Fe Cr Silicon 

5. Ferro Silicon Zirconium 

6. Ferro Titanium 

7. Ferro vanadIum 

8. Ferro Tungston 

9. Ferro Molybdenum 
10.- Ferro Columbium 

11. Ferro Silicon 

12. H. C. Fe Cr 

13. Electrolytic Mn 

14. Electrolytic Ni cathode 

15. Cobalt 

16. Fluorspar 

17. Calcium Silicide 

18. H2 removed Nickel. 

.Indigen01LS materials 

'1. Scrap (M.S.) 

2. Tool Steel Scrap (W -Brg) 
3. Stainless Steel Scrap 
4. Magnetic Iron 

5. H. C. Fe Mn 
6. H. C. Fe Cr. 

7. Ferro Silicon Lump SI-70 per cent. 
• .'. 
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8. Ferro Silicon (fines) 

9. Seilion Manganese 

10. Chrome Ore 
11. Burnt Lime· 

12. Burnt Dolomite 

13. H. G. Iron Ore 

14. Lime Stone 

15. Pig Iron (Low P) 

16. Silica Sand 
17. Petroleum Coke 

18. Aluminium Wire 

19. Aluminium Shots 

20. Silicon Carbide 



APPENDIX n 
Summary of Conclusions/Recommendations of the Committee on 

Public Undertakings contained in the Repo1't. 

Serial Reference to 
No. para No. in 

the Report 

Summary of Conclusions/ ' 
Recommendations 

1 2 

I II 

12-13 

3 16-17 

• 

3 

The Committee feel that in the case of the 
consultants Government should have stipulated 
the fee for completion of the work and not relat
ed it to time. In that case it would have been in 
the interest of the consultants also to complete 
their work as quickly as possible. As events 
have proved the consultants have gained br the 
non-completion of the work within the I)rlginal 
schedule. They will get an additional fee of 
Rs. 55 lakhs' for the extended period. As admit
ted by the Secretary of the Ministry of Iron 2:1d 
Steel during evidence, the consultants cannot be 
wholly free from blame for the delay in comple~ 
tion of the consultancy work. In view of this 
statement, Government should be cautious in 
dealing with such firms. The Committee recom
mend that Government shoUld ensure that they 
10 not in future enter into consultancy agree
ments on these terms. 

The total consultancy fee payable to the consul
tants (Rs. 1:43 crores) works out to 2 per cent of 
the total estimated capital cost of the Project 
(Rs. 70'64 crores). There are several instances 
where Government secured consultancy sel'\Tices 
from foreign countries at a much lower propor
tion ,to the total capital cost. It appears that in 
their negotiations with the consultants, Govar!l
ment had no comparable standards, probably 
because no other firm in India was available to 
quote competitive rates. In the opinion of the 
Committee the total fee paid or agreed to be paid 
is on the high side. 

The Chairman, H.S.L. stated that jf the consul
tants had been given the entire responsibility fot' 
construction, including supervision and payment 

55 
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of the bills, it might have been right to deter-
~ine the fee for the completion of the project as. 
a whole. Since the payments to contractors etc. 
were made by H.S.L., the payments to consul-
tants in the case of H.S.L. units including Alloy 
Steel Project had been related to passage ot 
time. 

The Committee are unable to appreciate the dis-
tinction sought to be made by the Chairman, 
H.S.L. The responsibilities of consultants enu· 
merated in para 7 indicate that except for pay-
ments to the contractors the entire responsibility 
for construction is theirs. In the opinion of the' 
Committee the difference made out is so insigni-
ficant that it did not justify the adoption of a 
different procedure in the matter of payment of 
consultancy fees. The Committee would draw 
attention to para 110 of their 13th Report on 
Management and Administration of Public Un-
dertakings in which they have recommended 
that payments to consultants should be relaied to 
the progress of work. 

a, The Committee recommend that one agency 
shOuld be made responsible for supervision of 
construction work and makin~ pa~ents. It can 
be either the consultants or the P ant authorities 
according to the nature of work. Work, for 
which know-how is available within the public 
sector should not be entrusted to outside agen-
cies. 

2S It appears that Government at the time of ap-
pointment of the consultants did not realise that 
in addition a Production Adviser will be needed 
due to the incapacity of the consultants to dis-
charge that function. When this was brought t.> 
their notice time had to be taken in selecting a 
suitable firm. This process was unnecessarily pro-
longed as it took over 20 months to appoint a 
Production Adviser after the appointment of the 
consultant. 

6' 28 The Committee feel' that the time of 1l years 

~1 
taken in approvin~he Detailed Project Report 

il . 'was too 'lon~ Pe "ps It was not necessary to 
send it' to all die parltes 1nentioned in para 26 
who necessarily took their time on scrutiny. If 
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a sense of urgeney was shoW}l it should have· 
been possible to reduce this time considerably. 

~~ Committee ~re surprised to see so many 
rev~slOns of the capItal cost. With the experience 
whIch Government had acquired in launching 
public sector projects by 19(H, specially the th,ee 
ste~l plants, there is no reason why the 'origina1 
estImate should have omitted. such basic items. 

The Committee feel that where a preliminary 
estimate for a project is submitted to the Cabinet 
in connection with the approval of the Project, 
it should be incumbent to resubmit the revi.:;ud 
estimates to' the Cabinet where variation ex
ceeds a certain prescribed limit. The reasons for 
the increase and how the economics of the pro
ject would be affected by the increase in the 
cost of the Project should also be placed before 
the Cabinet. The adoption of such a procedure 
should result ~ framing of more realistic esti
mates. 

The delay caused by the suppliers in furnish
ing working detailed drawings for the equipment 
foundations would at the most result in holding 
up payment to them for some time. The Com
mittee recommend that provision should be in
cluded in the future agreements to ensure that 
the project is not put to any loss on account of 
the delay on the part of suppliers. Such delay 
shOUld also attract penalty provisions. 

The DetailM Project Report envis91led com
pletion of ~11 the preliminary stages within 12 to· 
15 months. The time aetually taken for their 
completion was 30 months. The delay in the 
appo~ntment of Production AdviCler has been 
referred to in para 25 ante. The Committpe find 
that even after the anproval of Detailed Project 
Report, Government had taken three months to 
~ve apbroval for the issue of invitations tl) ten
ders .. Mter fnvitin~ tenders, it took nearly an 
ye~r for the ultipl,ate selection of the suppliqrs • 

• !; "'n1e<'Oommittee ',cannot escape the concluston 
, , " 'tIlatthe 'entire work bas Foceeded in a leisurely' 

manner. In none of the various stages could it . 
--_._- -----~.--.-----
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be said that delay was inevitable. If a purpose
ful effort had been made at any stage it should 
have been possible to reduce the delay consi
derably . 

The Committee are not satisfied with the rea
.sons given for not being able to obtain structural 
steel in time. From the post-eVidence informa
tion they note that tbe Allov Steels Project 
had agreed to accept joists in standard lengths 

.of 5; 5 to 13.5 metres offered by the Bhilai Steel 
Plant against the former's requirements of 15 
·metre lengths. Similarly the AlllllY Steels Pro
je-~ had acceptea the channels lying with Dur
'gapur Steel ilant in stock against some other 
order. The dleision to accept joists of inappro
priate lengths was also motivated with a view 
to, avoid transportation difficulties which 15 
metre lengths would have had to face. In the 
case of channels, it is also noted that the Alloy 
Steels Project did approach the Durgapur Steel 
Plant direct. It is not, therefore, correct to 
blame the steel producing Plants, solely. The 
Alloy Steels Project should have planned its 
requirements early and intimated the same to 
the steel produCing plants. Apparently this was 
not done. In fact in the case of channels, the 
requirements were not intimated at all; it was 
just a chance that the material was lying in 
stock with the Durgapur Steel Plant. So far as 
the suppliers are concerned. the Committee are 
'unable to appreciate that the Hindustan Steel 
Limited Plants' (e.2. Bhilai in this case) should 
be unable to produe.,. what is reouired bv an
other sister unit, merely because it was a small 
order. If this is the case with the Alloy Steels 
Project the Committee apprehend that other 
conc:umers mum- be experiencin~ much greater 
hardships. The Committee recommend that 
GO\'ernment should enquire into this matter to 
determine the reasons for such failures and sug
gest remedies for future guidance. Steel is a 
precious commodity and losses resulting due to 
wastages on account of supplies in random sizes, 
as occurred in .~ -case of Alloy SteeJs Project 
should be treated with concern. 
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The Committee feel that' a very lenient vIew 
has been taken of the slow progress of work by 
the conSUltants. There has been delay from the 
very beginning~ Soil' investigation, which was 
to have been completed by July, 1961 was com
pleted in January, 1962. Soil preparation which 
was to have been done between Februllry, 1961 
and February, 1962 was not completed even by 
the BOth June, 1964. The progress achieved by 
30th June. 1964 was site levelling, 84 per cent 
and embankment, 50 per cent. 

T~ Commj.ttee feel' that a strict watch on the 
work of t4,a consultants was called for, especial
ly because their contract is related to the passage 
Qf t4n.e and not;' to the progress of work. They 
recommend that ..,efforts should be made to see 
that the construction pi t4~ project is completed 
accordin.~ to the present ~edule. 

The Committee find that there have been de
lays by the Suppliers and Contractors. Before 
final payment is made to them, the .perlormance 
of each should be carefully examined and the 
clause providing for the levy of ~iquldated dama
ges should be suitably invoked. 

So far as the estimation of loss suffered or 
extra expenditure incurred is concerned, the 
Project authorities have admitted that it would 
be desirable to calculate them, but tht:y have 
~tated ~at itc~ be done comprenensively only 
at the CQmpletion of th,e project. The Commit
tee think th,at such calculation -though it may 
be a little rough-should be made concurrently 
so that the consequences ,of delay in construc
tion/commissioninj;( are brought home to all con
cerned more pointed.ly. 

The CommJttee £lAd tb,at the Consultants and 
Contractors have been blaming each other for 
poor progress in construction. It is regret~able 
that in spite of the fact that the Chief Engineer 
of the Project was in overall charge for construc
tion and ereciion, these delays and bickerings 
ha.ve occurred. This C/iln be attributed to poor 
OQ-ordination a,nd control. The Committee ex
peq .that tho.e r~ponsible for the delays will 
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be penalised and proper supervision exercised 
in future. 

The Committee recommend that the Project 
should ensure that the work of fabrication 1S 
finished within the revised schedule at least. So 
far as the need to increase the fabricating capa
city in the country is concerned they would 
draw attention to para 111 of their Eighth Report 
on Townships and Factory Buildings of Public 
Undertakings. 

The Committee are surprised at the manneI 
in which the decision to set up the Project was 
taken. No economic feasibility study was con
ducted and as such Government did not have 
adequate data on the economic viability of the 
Project, the cost of production and profitability 
or otherwise of the project as a whole. Govern
ment merely decided to set up an alloy ~teel 
plant in the public sector of a speGified size with
out going into the economics of it. 

The country's demand for various types of 
alloy steels is much more than the anticipated 
production of the Plant. Therefore, there can 
be no problem of marketing. Nevertheless, the 
Plant should determine judiciously priority of 
various items keeping in view the margin of 
profit thereon and also the importance of the 
items from the national angle. • 

The Committee are glad to learn of the efforts 
to produce indigenously these raw materials. 
Government shOUld extend all facilities not c.n1y 
to those who produce these items but also to 
others, who have proposals for starting produc
tion of other materials required by the plant. 

The Committee recommend that the Project 
should keep in touch with the international mar
ket and arrange to build 8ufllcient atack when 
the prices become favourable, so that production 
does not suffer. 

Since both the Alloy Steels Project and the 
Durgapur Steel Plant are units of Hindustan 
Steel Limited there should not be ~ difllculty 
in finding a solution to the price problem. It 
is understood that scrap is already being tTaDI--
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ferred from Durgapur Steel Plant to the Alloy 
Steels Project The Committee expect that an 
understanding with regard to the price of scrap 
will be reached soon, failing which the Head Office 
of H.S.L. should fix it. 

If the ferro-alloy Plant had been set up along 
with the Project with a foreign exchange com
ponent oI Rs. 2i crores, imports worth Rs. 9 
crores could 'be saved and a net saving 
of Rs. 6t crores in foreign exchange could 
be effected. This is another instance where 
by trying to save a small amount of foreign 
exchange by not setting up a Project, con
siderably more foreign exchange will have 
to be spent on imports year after year. The 
Committee recommend that in future when pro
posals for setting up new projects are put up 
for Government approval, full details regarding 
the anticipated saving in foreign exchange should 
be stated. Government should also take into 
account the long term benefits while cons:dering 
such proposals. Refusal to allot foreign exchange 
is not always a sure way of conserving it. 

The Committee feel that the setting up of a 
Ferro-Alloy plant has not been given the urgency 
it deserves. The licensing of private firms anc 
their production should have been so timed as 
to coincide with the commissioning of the Alloy 
Steels Project. In fact both the Schemes should 
have been considered as parts of one project. It 
takes 31 years for a Ferro-Allov Plant to be com
missioned after placing of orders for plant and 
machinery. Since the Alloy Steels Project is to 
be commissioned by 1966-67, the private firms 
ou~ht to have been given a time limit upto end of 
1963 to take a decision whether they were ~jng 
to set up the plant immediately or not. Every 
facility should have been afforded to them for 
setting up the Project in time. Failtng a positive 
response, arrangements should have been made 
to set it up as a part of the main project. It is 
surprising that this has not been done and Gov
ernment are merely contemplating a review after 
six months. The Committee recommend that the 
settinl! up of a Ferro-Alloy plant should be ~ven 
top priority and R decision in this regard taken 
without further delay. 

'Mle Committee recommend that strict eontrol 
should be kept over the capital expenditure so 

----- -----.- ---_. 
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that the expectation· of better input-output ratio 
is realised. 

The Committee have referred in para 76 a:nte 
to the fact that without u!Jessing the profitabi
lity aspect, tlle project had been proceeded with. 
The calculations made by the consultant later 
on are stated to be incorrect. As the project is 
expected to run at a 101s during the first stage, 
utmost economy will have to be exercised by 
restricting expenditure to the minimum. The 
position should be reviewed by Hindustan S~eel 
Limited and Government from time to time so 
that, adverse trends, if any, are checked in tim~. 

The Committee have already stressed the need 
for eXE!!"cisinJ[ great vigilance on expenditure all 
round so that the Project attains the break-even 
point at the earliest. Since the calculations of 
manpower by the Project show an increase of 
36, per cent over the estimate in the Detailed 
Project Report, it would. be desirable to have 
standard force determined. The Head Oft\ce 
shOUld keep.a strict watcb over the manpower. 

109 The Committee welcome the decision taken by 
the Alloy Stet!!ls Project and the Durgapur Steel 
Plaht . to . have pooling arrangements for the 
houses of their employees with a view to effect 
economy, 

29 ' 'n'8-119 The Committee discussed with the Secretary 
of the Ministry of Iron and Steel whether it 
would not be advantageous to set up washeries 
as part of the steel l'lants, as was the case with 
Durgapllr, He stated that it would be correct 
to do so if the steel plant was located nenr the 
coal fields. as was the case with the Durgapur 
Steel Plant. But if the distance between the 
steel plants and the coal mines was considc'rable, 
as in the caSe of R.ourkela and Bhilai and the 
Plants were designed to use more than one type 
of coal, than the advantage would lie in locatinjl 
tbe washery ·near the coal mines~ This wo~ld 
result in saving in transport costs as otheI'Wlse. 
for every tonne of clean coal required bv the 
.Steel plant 1:4 tonnes of raw coal would have to 
be transported from the ooa1 mine to the Plant. 

--------------_._._._-_ .... --- ..... _--------
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Secondly, middlings which are produced ~ coal 
washeries are utilised by power stations and ex
penditure would have to be incurred in trans
porting them from the steel plant to the power 
stations. 

The committee agree with the above r~ason
ing and think that it will not be profitable to 
locate the washeries at the steel plants unless 
there are special advantages as at Durgapur. 

I2~''I2S The argument put forward by the Secretary 
of the Ministry of Iron and Steel namely. that 
the Detailed Project Reports were not prepared 
to save time is not borne out by facts. The dec!
stoh to set up the washeries was taken in April, 
l;956, while invitatiO'lls to tende~ were !issued 
much later i.e. after a lapse of 1 year and 2i 
months in the case of Dugda 1,2 years and 
10 mOhths in the Clile of Bhojudih and 2 years 
8.hd 6! months in the case of Patherdih washer
tes. 

129 

'This shows that there was ample time for the 
Detailed Project Report to be prepared. The 
Committee, therefore, feel that it was not cor· 
rect to have proceeded with the Projects with .. 
out tbe preparation of Detailed Project Reports. 

Had the Detailed Project Reports, been pre
pared, a proper assessment of the demand lor 
washed coal would have been made in respeCt 
of each was.hery, and the present position of the 
washeries not being able to work to full capacity 
for want of demand and incurring losses would 
not have arisen. 

. ConsiderIng the time taken for awarding the 
contract fot' Kargali Washery. it appears to the 
Committeee that the time taken for awarding 
Contracts for Washeries at Dugda I. (16 months). 
Patherdih (19 months) and Dugda-II (18 months) 
is on the hi~h side. As Government had ~atned 
exPerience by the settin~ up of the Kar~!tlIi 
Washery. the t;m~ taken for settin~ up of H.s.L. 
washeriec; should have been Jess. Moreover, the 
contract for the Kar~ali Washet'V was procp.!'!sed 
by the Directorate General of Supp]jes and Dis
posals. As Govertunent and the H.S.L. were' 
directly dealfn~ with these contracts, it should 

/ ... _---------.-
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have been possible to examine the tende:s and 
finalise the contracts in a shorter period than 
the D.G.S. & D. 

When the commissioning of Dugda-I washery 
was delayed on acount of delays within the 
country, action should have been taken to avoid 
similar pit-falls in the commissioning of Bhojudih 
and Patherdih washeries. For example there 
was delay in arranging bank guarantee in the 
case of Dugda I and in opening letter of r.redit, 
in the case of Patherdih Washery. Again in the 
case of Dugda I there was delay in providing rail 
siding and this was repeated in the case of Bho
judih Washery. The Committee are '~oncerned 
over repetition of. similar omissions. As pointed 
out by the Committee in their Thirteenth Report 
on Management and Administration of Public 
Undertakings, in the formative stages of a pro
ject, the responsibility of the Ministries should 
not cease after sanctioning the project and or 
entering into agreement with contractors, but 
they should also ensure that they pro~ress ac
cordin£t to the schedule and whatever difficulties 
are likely to arise in their implementation are 
foreseen and attended to. 

The main difficulty facing the washeries is 
the deterioration in the quality of raw ,~oal 
supplied. The Committee, were informed dur
inf! evidence that the ash content of the raw 
coal was higher than anticipated earlier. For 
example, in the case of Dugda I washery. it was 
expected that 52 per cent of raw coal feed would 
have maximum ash content of 19 per cent and 
the remaininf! 48 per cent of the raw coal would. 
be with an ash content of 19 per cent to 23'7 per 
cent. The above forecast had not materialised 
and the washery got 32 'Per cent of the coal with 
lesser. ash content and the remaining 68 per cent 
of raw coal contained higher ash content than 
envisaged. 

The deterioration in the CluaUty of raw coal Is 
not peculiar to H.S.L. wa'lheries. but a I!eneral 
phenomenon prevalent in the country. The link
l'Ute of collieries to washertes su~l{eSted by the 
Fourt.h Working Groun l'ippofnted by Govern
ment has not worked wen .. Much ther<t!ol'f', de-
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Pf7nds on the linkage which the Coal Controller, 
mIght suggest. H.S.L. no doubt, will apprise the 
Coal Controller the factors which caused the fail
ure of the present linkage and also make sUi
gestions for a solution of the problem. 

Since the loss in yield of clean coal is as high 
,as 5 per cent for every increase of 1 per cent 
m ash content of raw coal, the Committee sug
gest that urgent steps should be taken to ensure 
that the raw coal purchased does not contain 
more ash than the washeries were originally de
signed for. 

Since the supply of raw coal is a permanent 
affair, a solution has to be found for ensuring 
that the. grade of coal for which payment is 
made conforms to the grade actually supplied. 
The Committee hope that the HSL, in coruul
tation with the Coal Controller and the collier
ies will devise an equitable solution to the pro
blem. 

The Committee recommend that studies 
should be initiated to find out the factors which 
are responsible for comparative inefficiency of 
the HSL Washeries with a view to adopt suitable 
remedial measures. 

During evidence, the Chairman, HSL advanced, 
the following reasons for the decrease in the 
off-take of washed coal by the steel plants:-

(I) Certain dates were envisaged for the 
starting of the blast furnaces and there 
was some delay in the starting; 

(ii) Coke rate has improved from 1.5 tons to 
1.3 tons of coal per tonne of steel. 

The Committee are not convinced with these 
arguments. It seems that the demand for wash
ed coal was over assessed. What is worse is that 
the rated capacity of Bhojudih was enhanced 
from 0.84 to 1.4 million tonnes in 1961. It is true 
that in the context of expansion of the steel plants, 
the outlook for off-take of. washed coal might 
improve but this does not justify the establish
ment/expansion of washery at a time when there 
was not enough demand for the coal. As late 
as in 1963 the Steel Plants served by these 
-,._----
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washeries were expected ·to take only 1.93 mil-
lion tonnes of walibed coal from them whereas 
the installed capacity of these washeries was 2.84 
m.t. i.e. nearly ope and a half times. 

38 156 It is needless to ~int out that the creation of 
excessive capacity eads to locking up of capital 
which has to bear interest charges. The Com-
mittee. therefore, recommend that in future, pro-
posals for setting up a new washery should be 
approved only after ensuring that the capacity 
of the existing washeries is being utilized in full. 
It is understood that HSL is in touch with the 
N.C.D.C. with regard to setting up of Q.ew 
wa~heries. Before deciding to set up new 
washeries, the Government should critically 
assess the demand and compare it- with the 
installed capacity. 

39 160 The Committee think that the inability to sup-
ply TISCO washed coal at the rate envisaged 
earlier was the. reason for not working the 
washery to full ca~acity for a period of a little 
over two years. T at there is now going to be 
adequate demand for the washed coal produced 
by that washery does not alter the fact that sup-
ply of washed coal to TISeO was taken for grant-
ed without entering into a contract. In not 
having entered into a specific agreement with 
TIseO regarding the supplies, Government and 
HSL. had failed to provide one of the funda-
mental safeguards. The Committee hope that 
nece$sary lessons will be drawn from this 
experience. 

40 16) The Committee's observations with regard to 
supply from Bho;udih to TIseo (para 160) are 
equally applicable to the .supply from Patherdih 
to TISCO. 

41 167 The Committee recommend that steps should 
be taken to analyse the reasons for the Dudga I 
washery working for lesser hours than normal. 
The Committee :t that due attention should 
be paid to thl$ rna . 

170-171 ''The ,C'GSt of pl_ end equipment ·of H.S.I... 
wuheriee tncWe. certain elements which are 
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Jlot included in the ~t of plant and equipmen.; 
of Kargali. Washery. The same is true of Kar-

'gall Washery a1s9. Except two items, the other 
clements which comprise the cost of plant and 
cquip~ent of Kargali Washery are not included 
in the elements of cost of Hindustan Steel Limited 
Washeries. The Committee do not, therefore, 

. 'consider the argument that the plant and,equip
ment of HSL Washeries contains something more 
than. the N.C.D.C. Washery as wholly valid. 
Theyrecomm.end that a comparison of the cost 
of plant and equipment of HSL Washei'ies and 
other Washeries in the country should be made, 
element-wise, so as to pinpoint the elements 
which have accounted for th~ increase. Such an 
analysis will be helpful for future guidance. 

The Committee also recommend that whenever 
such decisions 'are taken, the available compar
able data should be collected to have an idea
r.bout the reasonableness of the cost of plant and 
equipment. 

Dugda I and Dugda II have a capacity of 2:4 
million tonnes each. The cost of plant and 
equipment in case of Dugda I is Rs. 4 crores while 
in case of Dugda II it is Rs. 5:26 crores. Though 
their capacity is the same the price difference is 
to the extent of Rs. 1'26 crores. The Plant of 
Dugda I was order.ed in November, 1958 while 
order for Dugda n was placed in May, 1963. The 
Committee cannot understand how prices for the 
same capacity of plant in the very same country 
could have risen by RI. 1'5 crores or 31:S per 
ccmt 10 3-1/2 years even after taking into con
sideration technological advancement etc. The 
Committee desire that Il1 enquiry may be held 
into this matter. 

It will be seen that the appointment alone of 
the Technical Committee took 6 months. That 
Committee was originally expected to submit its 
Report by the 3M October, 1965, but the Report 
had not been received till February, 1966. If 
the ftndings of the Central Fuel Research Insti
tute regarding the loss of yield of clean coal are 
correct, then HSL will have lost Rs. 36lakhs due 
to delay in setting up the Technical Committee 
and its coming to a ftnding. The Committee can-
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lt~ but observe that Hindustan Steel Ltd. has 
faded to treat the matter with the urgency which 
it deserved. The Technical Committee should 
~ as~ed ~o submit its ~rt quickly and expedi
tlOu.; ~ctlon should be taken to implement its 
d'9Cisions. !f the Technical Committee has not 
yet completed investigation, they should examine 
the following matters:-

(i) The extent of loss due to lesser recovery 
of clean coal; 

(ii) The steps that are necessary for washing 
coal of f' and less; 

(iii) Cost of equipment and capital expendi
ture necessary for installing the facilities 
for washing such material; and 

. (iv) Whether considering the capital expendi
ture and the accrual of benefits, it would 
be economic to wash the material 
referred to. 

While the Corrunittee have invariably noticed 
that there are excessive stocks of spares and 
stores In most public undertakings in tQis parti
cular Project, the reverse is the case. In the light 
c.f the experience of the Dugda I W ashery, steps 
should be taken to blaUd up necessary stocks of 
span's in all the washeries. 

The enpital cost of Kargali Washery is stated 
to be less becauae it is a pit head w8shery re
sulting in savings in layou.t and buildings like 
bwlkers end conveyer belia etc. In the case of 
Durgap-.1I' Washery, since it was 8 part of the 
steel pl:mt, all expenditure on railway marshall
ingyard, the townahi~ the power line communi
cation et('. were aU part of the steel plant. More
over the cost of the plant was also less because it 
was pact of a paclu.a- deal. 

It ia understandable that these favourable 
Inctors made it possible to set up the Kargali 
and the D\.lrgapur Steel Plant Washeries at a 
lesser cost. But, the Committee are not convinc
ed that fhese factors a£Count for such a large 
difference in the capital costs. The CDmmittee 
recommend that the reasons for the large difter
ence in the capital cost of NCDC Washery and 
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the Hinduatan .steel Limited W werles should 
be ll,t'operly analysed for future guidance. 

In the case of Dugda I the cost of washing is 
more than double that odI Kargali W asherj. 
While the Coounitiee agree that the factors 
referred to in the precedillg' paragraph account 

. for some increase in the cost of washing. they 
are not collvinced that they can account for such. 
a wide clliTerence. They feel that the workIng 
of the washery needs close scrutiny with a view 
to bringing down the cost. They urge that 
immediate steps should be taken towards thls 
end and proper watch kept till the cost comes 
down to a t:Omparable level. 

Dugda I Washery incurred heavy loss amount
ing to Rs. 50'97 lakhs in 1962-63 and 1963-64. The 
Committee are inclined to think that in addition 
to the fact that the washery worked at a lesser 
capacity, there must be other reasons for the 
losses. Some of the dettciencies in the working 
of the washery which accounted for substantial 
losses and which were referred to in the Report 
of the Central Fuel Research Institute are given 
below along-with the amount of iloss as estimated 
in that report: 

(1) Lou in 7ieJd. of de_'coal 
due to ~ .. lib. coDWnt in 
I'aw coal 

(lfo) Non,.wuhi~ of under-mea 
at 1- due to detective deaip 

Ita. lakhs 

in the ji, box • 88 

(til) UbBteedy operatiIW eoncSi-
tkJoa Of thewuhery l' 

(iv) :r..ea. aumbe&' of "'dive 
worllinl henln 85 

15'1 

The deficieDeies pointed out by the Central 
Fuel Research blatitute are stated to be under 
the eKamination of a Teclmical Committee. In 
the llaht of the ftndinp of that Committee, 
BSL Mould -rea...... the extent to which the 
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losses was due to the defects in its operations. 
,HSL should also examine the prospects of sales' 
cost of washing and the price which can be 
obtained and take suitable steps to, make the 
working of the was~ery, economic. " 

As regards the suggestion that the washeries 
should be treated as serVice units the Commit
tee are of the opinion that if the Washeries are 
to work with m'aximum efficiency at minimum 
cost, they should function as independent com
mercial enterprises and show comparable results 
with otherwasheries in the country. If on the 
other hand, they are treated as service units, 
there will be no incentive for them to keep their 
cost of production doWn and it will perpetuate 
inefficiency. , " _' 

Considering the main responsibilities of the 
Project pffice enumerated in para 199 ante, thE:' 
staff employed by that Office appears to be on 
the high side. The Committee understand that 
a standard force is being finalised for the Pro
ject Office. This should be done. 

The Committee 'have already referred in 
para 153, that the demand for washed coal had 
decreased and the washeries had consequently 

" to be operated; mUch below the rated capacity. 
In the"circumstances, urgent action should have 
been taken to determine the standard force of 
the Washeries. Apart from the question of 
determining the standard force, the decrease in 
ott-take of washed coal, which became apparent 
in November, 1963 and was expected to continue 
until the additional blast furnaces and coke 
oven complexes in the expansion schemes of the 
steel plants went into production, should have 
~n 'followed by a freezing of recruitment. 
The Committee are surprised. to note that the 
staff has actually been considerably increased 
during ,1962-63 and marginally during 1963-64. 

The examination of the Alloy Steels Project 
has revealed. that there haS been considerable 
avoidable delay in planning and setting up the 
Project. From the stage of appointment of the 

'eonatUtant to the p~nt. fttage of cbnstruction 
and 'erection of plant end equipment, it is 
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~pparent t~t a sense of urgency has been lack
mg.. It IS further seen that Government 
decided to set up the project without obtaining 
data on the economic viability of the project 
the cost of production and profitability with tru; 
result that during the first stage there will be 
a marginal loss. The Committee also found 
that there are several lacunae in the agreements 
~ith the consultants, suppliers, Contractors, etc., 
In regard to matters like demarcation of respon
sibilities, fixation of fee, watching progress of 
work, etc. It is regrettable that such mistakes 
should occur even after Government had experi
ence of setting up projects of much greater com
plexity in -the country. 

Much cannot perhaps be done at this stage 
so far as the profitability and the concluded 
agreements are concerned. But so far as the 
expeditious completion of the project is concern
ed, Government can do a lot. The Alloy Steels 
Project is an important Project in the Public 
Sector as there is great shortage of alloy steel 
in the country. The Committee trust that the 
Project authorities would direct their energies 
to the speedy completion of the Project so tbat 
the country may become self reliant to a consi
derable extent in this vital product. 

The examination of the Coal Washeries has 
disclosed that before setting up the Washeries, 
the demand for the washed coal was not pr(). 
perly assessed with the result that the demand 
has been much below the rated capacities. 
Another result has been that capital has been 
unnecessarily locked up and the washeries have 
shown losses. The capital cost of setting up 
these washeries has been excessive. Fortunate
ly with the expansion of the Steel Plants under 
Hlndustan Steel Limited, the prospects of utili
sation of the products of the$e washeries are 
becoming bright. The Committee would, how
ever emphasise that there should be no com
pla~ncy so far as their efficient operation is 
concerned. This is important because the HSL 
wanted to treat them as service units which 
was likely to prove a disincentive towards maxi
mum efficiency. The Committee feel that these 
Washeries should be worked on commercial 
basis and shoW comparable results with other 
washeries in the country. ----
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