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INTRODUCTION

I, the Chairman, Estimates Committee, having been authorised by
the Committee to submit the Report on their behalf, present this
Eighty-seventh Report on the Ministry of Steel, Mines & Fuel—Hindu-
stan Steel Ltd.—General Service Charges at the Rourkela Steel Plant.

2. In the course of supplementaries to Starred Question No. 1145
answered in the Lok Sabha on the 18th December, 1958 (reproduced
in Appendix I), the Speaker directed the Estimates Committee to
investigate the reasons for increase in the estimates of general service
charges at the Rourkela Steel Plant, as part of their examination of
estimates relating to Hindustan Steel (P) Ltd.,—Rourkela, Bhilai and
Durgapur Steel Projects.

3. The Estimates Committee (1958-59) had examined the esti-
mates relating to the Hindustan Steel (P) Ltd.,—Rourkela, Bhilai and
Durgapur Steel Projects vide their Thirty-third Report (Second Lok
Sabha), the first draft of which was approved by the Committee on
the 2nd December, 1958. The increase in the estimates of the Steel
Projects and their reasons were generally dealt with and commented
upon in the above Report. No special comments were, however, made
on the increase in the General Service Charges at the Rourkela Steel
Plant. Nor was this matter discussed specifically with the official wit-
nesses who appeared before the Committee in July and September,
1958. The Committee, therefore, called for necessary information in
this respect from the Ministry of Steel, Mines & Fuel (Department of
Iron & Steel) on the 23rd December, 1958. But owing to non-receipt of
complete information from that Department up to 4th March, 1959,
the date on which the Thirty-third Report of the Committee was pre-
sented to the House, the Committee could not examine this matter as
part of their examination of the Steel Projects. In the meantime the
term of the Committee (1958-59) expired on the 30th April, 1959.
Consequently, with the approval of the Speaker, the matter had had
to be carried forward for examination during 1959-60. The infor-
mation called for from the Ministry of Steel, Mines & Fuel on the 23rd
December, 1958 was furnished by September, 1959. After studying
this material, the Committee issued a questionnaire in November, 1959
calling for certain further information. Replies to it were received in
instalments, the last one on 16th March, 1960. The Sub-Committee
of the Estimates Committee on Public Undertakings examined this
matter on the 4th April, 1960 and the main Committee on the 7th
April, 1960. The findings of the Committee are embodied in this

Report. :
- 4. When the draft Report, which was prepared on the basis of
information supplied by the Ministry of Steel, Mines & Fuel upto the

™
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16th March 1960, was sent for factual verification, the Ministry on
the 14th April, 1960 furnished certain modified figures without any
supporting data. There were no means of verifying the same at this
late stage. No reasons were given as to why these figures could not be
supplied earlier. These new figures are incorporated as footnotes to
the relevant paragraphs.

H. C. DASAPPA,
New DELHI, Chairman,
The 15th April, 1960 Estimates Committee.
Chaitra 26, 1882 (S)




A. Background

An integrated steel plant consists of the four main
Sections, namely, Coke Ovens, Blast Furnaces, Steel Melt-
ing Plant and Rolling Mills. Besides, there are various
ancillaries like power plant, blower plant, structural and
machine shops, arrangements for water supply, distribution
of electrical power and gases, telephone communication,
electrical lighting, etc. These constitute the general services.
The constituents of general services, however, vary from
plant to plant.

B. General Services at Rourkela

2. According to a statement furnished to the Committee
in September, 1959, the following items are included in the
general services at the Rourkela Plant:—

(1) Coke Oven gas supply

(2) Tonnage oxygen plant

(3) Blast furnace gas supply

(4) Power distribution, power supply
(5) Steam supply

(6) Water supply

(7) General Supdtt.’s Office building
(8) Wash and locker rooms

(9) Fuel control and instruments
(10) Telephone system

(11) Pneumatic tube system

(12) Motor pool

(13) Offices with garages

(14) Outdoor lighting

(15) Road bridges
(16) Works roads

(17) Drainage and sewer system; and
(18) Administrative building.

T I.ne break-yp of the general services, furnished to the Com-
mittee earlfer' in February 1959, did not include ‘Adminis-
trative Building’ (item 18) which is estimated to cost
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Rs. 67:93 lakhs (D.M. 6,000,000). The estimates of cost
of the individual items were not furnished at that time.
This additional item was included in the statement furnished
in September, 1959 which also indicated the estimated cost
of each item, totalling to 1754 million Deutsche Marks,
equivalent to Rs. 19-21 crores.

Original and 3. The original estimates of the Rourkela Steel Project,
Revised Estl- prepared by the Consultants in November 1955, amounted
to Rs. 128 crores. Of this, the estimates of cost of the
general services amounted to Rs. 1331 crores. When the
Project estimates were revised to Rs. 170 crores in August
1956, the estimates of general services were revised to

Rs. 19:21 crores.

Estimetes of 4 A statement showing the original as well as the revised

Cost. estimates of the items constituting general services at
Roukela Steel Plant is given in Appendix II. It would be
seen that there has been an increase of 44:3 per cent. (from
Rs. 13-31 crores to Rs. 19:21 crores) in the estimates on
the whole.*

C. Reasons for increase in estimates

5. The following factors are stated to have been responsi-
ble for the increase in the estimates:

(1) Change in specifications;
(2) Increase in material prices and wage rates;
(3) Provision for additional equipment; and

(4) under-estimation in the initial stages by the
Consultants.

Detaie 6. From the statement furnished by Government, it was
Break-up of NOt possible to calculate the exact or approximate increase
increase in  attributable to each of these factors, except due to under-
Estimates.  etimation. The Committee, therefore, called for a detailed
break-up of increase in the estimates of all the individual
items constituting ‘general services’ indicating separately
the extent of increase due to each of the above four factors.
The Government have stated in reply that such a detailed
break-up of the increase is not available. A break-up of
the increase in the total estimates of each of the three steel

. *At the time of factual verification of the Report on the 14th April,
1960, the Committee were informed that according to the latest estimates
of Hindustan Steel Limited, the General Services at Rourkela would cost
only Rs. 15-85 crores, as against the estimate of Rs. 13:31 crores in 1955
and Rs. 19;21 crores in 1956 and that, if the latest estimate was taken into

account, the increase in Rourkela over the original estimate of 1955 would
be only about 19%.
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projects, on account of these factors, was furnished to
the Committee earlier and has been reproduced in Appendix
XVII of their Thirty-third Report (Second Lok Sabha).
The Committee are unable to understand how, if the increase
in each item due to these factors is not available, the total
increase for the Rourkela Plant attributable to the same
ractors was computed and furnished earlier. They regret
to note that the information called for was not furnished in
this case.

7. The absence of detailed break-up of increase in the
estimates renders the examination of or comments on the
justification for increase in the estimates of individual items
very difficult. Leaving out, however, cases where the
increase has been stated to be due to change in specifications
and provision for additional equipment, the increase in the
following items is reported to be due to under-estimation
or exclusively due to increase in material prices and wage
rates:—

From To

(In Deutsche Marks)
(1) Due to increase in material prices
and wage rate :

Steam supply 149,000 192,750

Fuel control and instruments 1,399,000 1,552,000
Telephone system 990,000 1,091,000
Pneumatic tube system 907,000 998,000
3,445,000 3,833,750

Equivalent in Rs. 39 lakhs 43°40 lakhs

(2) Due to under-estimation :
Outdoor lighting 1,660,000 7,103,000
Equivalent in Rs. 18.79 80.42
. lakhs lakbs

8. It would thus be seen that the rise in the estimates
of four items which is stated to be exclusively due to increase
in material prices and wage rates amounts to Rs. 4-40 lakhs
or ‘7 per cent. of the total increase of Rs. 5-90 crores in the
estimates of general service charges. The estimates of ‘out-
door lighting’, which are stated to have been under-estimated
originally, have gone up by about 328 per cent. (from
Rs. 18°79 lakhs to Rs. 80°42 lakhs) and the increase am-
ounts to 10°4 per cent. of the total increase of Rs. 590
crores. The rise in material prices and wage rates and under-
estimation do not appear to have contributed appreciably to
the increase of 44°3 per cent. in the estimates of the general
85 (Aiii) L.S.—2,
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services. It is, therefore, obvious that the increase has been
mainly due to change in specifications, extension of roads and
drainage, improvements in internal installations and provi-
sion for additional equipment. The reasons which necessitat-
ed changes in specifications, provision for additional equip-
ment etc. are not known. It is, however, stated that the
estimates were revised in August 1956 ‘with a view to secure
improved operational efficiency and convenience’.  The
Committee were informed that the changes in the scope of
work in various items which resulted in increased cost were
carefully considered and were undertaken by the Project after
consulting the Consultants (Krupp and Demag), the Consult-
ing Engineers to the Government (International Construction
Company) and the Technical Adviser of the Rourkela Steel
Project (Dr. H. Klinar). This explanation does not, how-
ever, enable the Committee to form any opinion regarding the
justification for the increase in estimates.

9. The Committee are not in a position to express any
opinion in regard to technical matters but considering the
magnitude of changes made in the specifications, they feel
that originally the estimates were not properly prepared. They
would also invite a reference in this connection to paragraphs
149—152 of their Thirty-third Report (Second Lok Sabha)
in which they have generally commented upon the increase in
estimates of the Steel Projects due to the various factors men-
tioned above.

10. It would be observed from Appendix II that the
Administrative Building at Rourkela is likely to cost
Rs. 67-93 lakhs (D.M. 6,000,000). Besides this, the gene-
ral services include General Supdtt.’s Office Building which
according to the revised estimates would cost Rs. 11-66 lakhs
(D.M. 1,030,000). As the original provision for both these
buildings (Rs. 65°58 lakhs) itself was more than reasonable
for a single project, the further increase of Rs. 14:01 lakhs
(D.M. 1,238,000) does not seem to be justified.* .It is in-
teresting to note that the Bombay Sachivalaya has cost only
about Rs. 64 lakhs for a floor space of nearly 2,82,000 sq.
ft.

D. Comparison with other Plants

11. The Committee were informed that the estimates of
general services at the other two steel plants, viz. Bhilai and

*At the time of factual verification of the Report on the 14th April,
1960, the Committee were informed that as against the 1955 estimate of
Rs. 6558 lakhs for both the buildings and 1956 estimate of Rs. 79-59 lakhs,
the latest estimate on the basis of contracts concluded was only Rs. 6668
lakhs—an increase of Rs. 1 lakh over the 1955 estimate which, according
to Government, could not be considered unreasonable, in view of the
increases in prices and costs.



Durgapur, had also risen as shown below:—

Original  Revised  Percentage
estimates  estimates Increase

(1955) (1956)
(In Crores of Rupees)

Bhilai . 9°'34 12714 30°0
Durgapur 6°43 768 19°4

The items which comprise the general services at these
plants are shown in Appendix III.

12. In order to make a comparative examination of the
rise in estimates of the general services at the three plants,
the Committee called for particulars regarding the original as
well as revised estimates of similar items in respect of Bhilai
and Durgapur Projects also. In reply it was stated that in
the estimates of costs prepared by the Consultants, the cost
of these ancillaries had been shown differently. In certain
cases, particularly in Bhilai and Durgapur Projects, some of
these services were partly included in the costs of the major
sections and it was difficult to separate them. It was further
stated that although they were all one-million ton plants, there
was considerable difference from plant to plant in the nature
of individual units and the lay-out. The ‘content’ of general
services was also different in the three steel plants. In view
of this, the detailed break-up of the original and revised esti-
mates of the items constituting general services at these plants
was not furnished.

13. In this connection, the Committee would refer to the
recommendation contained in paragraph 145 of their 33rd
Report (Second Lok Sabha) that for a proper comparison
of the estimates and the actual costs of the three Projects,
the estimates should be analysed on a uniform basis after
making allowance for the differences. Evidently no action
has been taken so far in this regard. The Committee re-
iterate the earlier recommendation and hope that early action
would be taken in the matter.

14. In the course of supplementaries to Starred Question Firms whom
No. 1145 in the Lok Sabha (Appendix I) doubts were ex- wntf;‘:“
pressed whether the firms. which had been awarded contracts ,;‘:.déen
for general services at Rourkela, had anything to do with ad-
vising the Project Authorities or whether they were connected
with the Consultants, namely Messrs. Krupp and Demag. A
list of firms which have been awarded contracts for the gene-
ral services is given in Appendix IV. Names of petty con-
tractors for civil engineering work have, however, not been



furnished to the Committee. It would be observed from this
statement that these contracts have not been awarded to the
Consultants nor do the contractors appear to be their asso-
ciates.

E. Conclusion

15. This matter was referred to the Committee for detail-
ed examination of the reasons for increase in the estimates of
general service charges of the Rourkela Project. The Com-
mittee regret that for want of adequate information it has not
been possible for them to fully appreciate the reasons for the
increase. The Committee consider that when big projects are
planned, greater attention should be paid to such matters of
detail.

Further, judging from the scale of expenditure proposed
for the administrative buildings, it would seem that there is
room for economy in expenditure on the Project. The Com-
mittee hope that every effort would be made to explore the
possibilities of reducing the expenditure to the utmost extent.

NEew DELHr; H. C. DASAPPA,
The 15th April, 1960. - Chairmaén,

Chaitra 26, 1882 (S). Estimates Committee.




APPENDIX 1
[Vide Paragraph 2 of Introduction]
LOK SABHA

Starred Question No. 1145
Answered on the 18th December, 1958.
General Service Charge of Rourkela Steel Plant

*1145. Shri Morarka: Will the Minister of Steel, Mines and Fuel
be pleased to state:

(a) whether it is a fact that the General Service Charges have
increased from Rs. 13 crores to Rs. 19 crores at Rourkela;

(b) if so, the reasons for this increase; and

(c) how much is due to the increase of material and how much
due to labour?

Answer

The Minister of Steel, Mines and Fuel (Sardar Swaran Singh):
(a) Yes Sir. The term “General Services” includes the tonnage oxygen
plant, all interconnecting services for distribution of power, steam and
water (these consist of physical items like pressure pipes, electrical
conduits, cables, water supply pumps etc.), and items like office build-
ings, telephone and pneumatic tube system, motor pool and fuel con-
trol and instruments. The estimate of Rs. 13 crores for these items
was included in the detailed project report of October|November 1955.
The increase was known when the estimates were revised in 1956.

(b) The increase is on account of the following factors:

(i) Change in specifications;

(ii) Increase in material prices and wage rates;

(iii) Provision for additional equipment; and

(iv) Underestimation in the initial stages by the Consultants.

(c¢) The details are not available,

Shri Morarka: May I know whether before this increase was
accepted, Government were consulted about this, and if so, what tech-
nical agency Government had, which justified this increase?

Mr. Speaker: To find out whether the increase was proper or not?

Shri Morarka: Yes.
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Sardar Swaran Singh: This was scrutinised by the consultants
and the project authorities were fully satisfied that this increase was

justified.

Shri Morarka: May I know the name of the firm which would
benefit by this increase, and whether that firm had anything to do
with giving the advice or whether it is a part of the consultants?

Sardar Swaran Singh: I think a number of firms are involved. If
a separate notice is given, I can give the list, because as I have read
out, this contains a number of items.

Mr. Speaker: Evidently, what the hon. Member wants to know
is this, namely whether the very persons who gave advice or whose
advice was sought were themselves the contractors? Was any inde-
pendent advice taken? That was the point.

Sardar Swaran Singh: No, at that time, we were at the stage of
estimates. So, the question of contractors was not in the forefront at
that stage. :

Shri Ranga: Even when these estimates are made, they are expect-
ed to be at least 95 per cent. correct. But from the information given
by the hon. Minister we find that that is not the case. Why is it that
Government have allowed this change in specifications in the mid-
period, and also why did they allow such a serious under-estimate in
the original estimates themselves? Would that not give a very wrong
idea of the amount of money that they would have to allot for this
particular steel plant or for any other steel plant. It is against these
things that the Public Accounts Committee has been complaining for
years.

Sardar Swaran Singh: I think it will not be correet to say that
there was change in the mid-period, because this was at the initial
stages, when the original detailed project report was finalised; there-
after, the changes were made to make the plant more efficient; new
items had to be added.

To give an illustration, in the case of the coke oven gas supply, the
original estimate was 4-842 million D.M. The revised estimate was
7-11 million D.M. There was decrease in cost by selecting 50,000 cbm
gas holder instead of 100,000 cbm gas holder, but there was increase in
cost by giving a part of the main a larger diameter by adding a mixing
station for rich and lean gas then, there was increase by adding main
for rich gas from the works limit to the compressor station (fertiliser
factory), and also equipment for control of the calorific value of rich
gas, and also increase in material prices and wage rates. I have cited
only one instance. But there are a number of such items, where the
designs are altered, and that alteration has meant greater expenditure.
If, technically, that alteration is necessary, merely to stick on to the
ea.rh'(tar estimates will not be in the interest of the project or of the
country.

Shri Sinhasan Singh: May I know whether any action was taken
gsetti:vnietgs 'ghe period of the original estimates and that of the revised
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Sardar Swaran Singh: Action on what?

Shri Sinhasan Singh: Execution of work according to the original
sstimate.

Sardar Swaran Singh: No, Sir. No execution of work had taken
place. This was at the very initial stages.

Shri Supakar: As regards the increase of Rs. 6 crores, what amount
is due to change of specifications and what due to other causes?

Sardar Swaran Singh: I have already said that no break-up is
available.

Shri T. B. Vittal Rao: The hon. Minister has said that the project
authorities were satisfied with the increase. Am I to understand
that Government were not at all consulted or they were consulted
before they finally approved the estimate of Rs. 19 crores?

Sardar Swaran Singh: This happened in 1955, and I am sure Gov-
ernment must have been consulted.

Shri Narayanankutty Menon: Has there been any increase in the
wages paid to labour there since the construction work started, and
is at least a part of this amount of Rs. 6 crores due to increased
labour costs in the construction?

Sardar Swaran Singh: No, I am afraid this has not got much to
do with the increase of labour costs in the course of construction.
This will be confined mostly to civil works. This increase in the
estimates as such is because of a larger number of items being
required.

Mr. Speaker: May I make a suggestion in this connection? On
a prior occasion a few years ago when Shri Gadgil was Minister in
charge of Works, Mines and Power., a matter arose regarding coal
mines. Questions were asked about the number of persons who
were unemployed, why the unemployment was not removed and so
on. Hon. Members were very much interested in the matter. The
Minister himself, and I also, agreed that the matter might be
referred to the Estimates Committee for their examination. May
I suggest that this matter, because it involves details and an ex-
penditure of Rs. 6 crores, and hon. Members, evidently, are not yet
satisfied with the answers given—not that they have any suspicion;
but they want to know what exactly are the reasons for the increas-
ed cost from Rs. 13 crores to Rs. 19 crores—may be referred to the
Estimates Committee for their investigation in detail, to find out
exactly what has happened? In all such matters, the Estimates
Committee are asked to investigate. They look into matters re-
lating to various Ministries one after the other. Also whenever
an important matter is brought before the House, we have been
accustomed to refer such a matter ad hoc to them. I understand
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the steel plants are already under the consideration of the Commit-
tee. I would instruct them to take up this matter immediately and
then submit a report to the House as quickly as possible.

Sardar Swaran Singh: May I say by way of information that this
very matter is very much before the Estimates Committee? And
if I am not on the wrong side of the Estimates Committee, I have
no hesitation in adding that this question appears to be based upon
the information we have supplied to the Estimates Committee.
We have really given a break-down, that such and such is the
original estimate, such and such is the increase and such and such
is the increase plant-wise. So this really arises out of that. They
are looking into it and we are expecting their Report.

Shri Ranga: One vital piece of information has not been given
to us till now. Were the same technical consultants responsible
both at the earlier stages as well as at the later stage, in making
first the original estimates and later on the revised ones?

Sardar Swaran Singh: As you have very rightly pointed out this
matter will be examined in detail by the Estimates Committee.
Really the same consultants were concerned at both the stages, but
the increase is due to change in the specifications. That is the
main item. So really there is nothing to complain against the
consultants. For instance, if there were three rooms before and
now they have to have four, the price will increase.

Shri Morarka: I wish to make a submission because the question
stands in my name. The hon. Minister has on more than one
occasion tried to create an impression in this House that this
question arises out of the information that he or his Ministry has
supplied to the Estimates Committee. But the Minister forgets
that in answer to many questions on the floor of this House much
of the information has already been supplied to the House itself,
and my question has nothing to do with the information that
the Minister might have supplied to the Estimates Committee. But
again and again for the Minister to insinuate and create an im-
pression in the House that I am asking this question out of the in-
go;mation that he has supplied to the Estimates Committee is not
air.

Shri Ranga: No, no.

Shri Morarka: What he has said is on record.

Mr. Speaker: Order, order. I do not know who is a Member of
the Estimates Committee, unless an hon. Member tells me that he
is a Member of that Committee. Evidently, the hon. Minister
wanted to remove any impression being created that he wanted to
hide anything from scrutiny. He has placed the whole matter
before the Estimates Committee. He is ready and willing. Both
are right. I understand that Shri Morarka is not a Member of the
Estimates Committee.

Shri Morarka: No, Sir.
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Mr. Speaker: Therefore, there is no difficulty at all, it is not as:
if he tabled this question from the information supplied to that
Committee.

Shri Morarka: Even then, just now the hon. Minister said that
the present question arose out of the information supplied to the-
Estimates Committee.

Shri Ranga: No, no.

Mr. Speaker: There is no leakage in the Estimates Committee.
The hon. Member must certainly be congratulated on anticipating:
a number of things.
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APPENDIX V

Summary of Conclusions|Recommendations of the Estimates Commuttee
relating to the Ministry of Steel, Mines and Fuel—Hindustan Steel
Limited—General Services at the Rourkela Steel Plant

‘Serial Ref. to

No. the para Summary of conclusions/recommendations
No. of
the

Report

1 2 The break-up of the general services, furnished to the
Committee in February 1959, did not include ‘Ad-
ministrative Building’ which is estimated to cost
Rs. 67-93 lakhs.

2 6 The Committee are unable to understand how, if the
increase in the estimates of each item constituting
general services at Rourkela, due to each of the four
factors mentioned in paragraph 5 of the Report is not
available, the total increase for the Rourkela Plant
attributable to the same factors was computed and
furnished earlier. They regret to note that the infor-
mation called for was not furnished in this case.

3 8 The explanation furnished by the Government that the
estimates were revised in August, 1956 ‘with a view
to secure improved operational efficiency and con-

- venience’ and that the changes in the scope of work
in various items which resulted in increased cost were
carefully considered and were undertaken by the
Project after consulting the Consultants, the Consul-
ting Engineers to the Government and the Technical
Adviser of the Rowskela Project does not enable the
Committee to form any opinion regarding the justi-
fication for the increase in estimates.

4 9 The Committee are not in a position to express any opi-
nion in regard to technical matters but considering
the magnitude of changes made in the specifications
they feel that originally the esimates were not properly
prepared. Theéy would also invite a reference in this

18
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I 2 3

connection to paragraphs 149—152 of their Thirty-
third Report (Second Lok Sabha) in which they have
generally commented upon the increase in estimates
of the steel projects due to the various factors.

5 10 As the original provision for the administrative and Gene-
ral Superintendent’s office buildings (Rs. 65-58 lakhs)
itself was-more than reasonsable for a single project, the
funhg:dmcrase of Rs. 14-0r lakhs:does not seem to be
justified.

6 12-13 In order to make a comparative examination of the rise
in estimates of the general services at the three plants,
particulars regarding the original as well as revised
“estimates of the items constituting general services at
Bhilai and Durgapur projects were also called for.
This information was not however furnished. The
Committee recommended in paragraph 145 of their
33rd Report (2nd Lok Sabha) that for a: proper com-
parison of the estimates and the actual costs of the
three projects the estimates should be analysed on a
uniform basis after making allowance for the differ-
ences. Evidently no action has been taken so far in
this regard. The Committee reiterate the earlier
recommendation and hope that early action would be
taken in the matter.

7 15 (i) The Committee regret that for want of adequate in-
formation it has not been possible for them to fully
appreciate the reasons for the increase in the estimates
of general service charges of the Rourkela Project.
They consider that when big projects are planned
greater attention should be paid to such matters of
detail.

(ii) Judging from the scale of expenditure proposed for
the administrative buildings, it would seem that there
is room for economy in expenditure on the project.
Tue Committee hope that every effort would be made
to explore the possibilities of reducing the expenditure
to the utmost extent.
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