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INTRODUC'l'ION 

I, the Chairman, Estimates Committee having been authorised 
by the Committee to submit the Report on their hehalf, present 
this Twentieth Report on the Ministry of Steel & Mines (Depart-
ment of Steel) -Planning, 'Development, Production, Distribution 
etc. of Iron and Steel & Ferro-Alloys. 

2. The Committee took evidence of the representatives of the 
Ministries of Steel & Mines (Department of Steel) and "Railways, 
Chairman, Hindustan Steel Ltd. and Iron and Steel Controller on 
the 24th, 25th and 29th January, 1972. The Committee wish to ex-
press their thanks to these officers for placing before them the 
material and information which they desired in connection with the 
examination of the subject and for giving evidence before the 
Committee. 

3. The Ct¥nmittee also wish to express their thanks to All India 
Manufacturers' Organisation, Indian Engineering Association, 
Engineering Association of India, Federation of Asociations of Small 
Industries of India, All India Iron and Steel Stockholders Federa-
tion and the Federation of Indian Chambers of Commerce and In-
dustry for furnishing Memoranda to the Committee and also for 
giving evidence and making valuable suggestions. 

4. The Committee also wish to express their thanks to all th 
Associations and individuals who furnished memoranda on the sub 
ject to the Committee. 

5. The Report was considered and adopted by the Committee 0 

the 21st April, 1972. 

6. A statement giving the analYSis of recommendationslcon-
elusions contained in the Report is appended to the Report 
(Appendix V). 

NJ!M' DELHI; 

April 24, 1972. 
----

Vaisakha 4, 1894 (S). 

(v) 

KAMAL NATH TEWARI, 
Chairman, 

Estimates Committee. 



CHAPTER I 
INTRODUCTORY 

A. Introduction 

1.1. Steel occupies a pivotal position in peace as well as war. 
It is essential for development as well as defence. A country has 
to stand on the double pillars 'of agriculture and industry for its 
economic development. Development of iron and steel production 
is, therefore, indispensable for India's development programme b-oth 
in agriculture and in industry. 

1.2. The production of steel is an index of a country's economic 
prosperity and it C9!Il rightly b<! regarded as the barometer of a 
nation's level of industrialisation and economic growth because it 
forms the basic material in all developmental efforts of a nation. 
Whether it is for the manufacture of ploughs or tractors or pumps 
needed for agricult4re or for the generation and transmission of 
electric power or for the construction of railways, automobiles, 
ships, aircrafts, arms and ammunitions for the nation's defence, or 
for putting up vast industrial complexes, machine building plants, 
the steel is the essential material. It is universal and versatile. 
Steel industry thus f'Orms the core around which develop the various 
inter-dependent sectors of an expanding economy-agriculture, power, 
baSIC and consumer goods industry, trnnsport and communications 
etc. 

1.3. Indeed, the iron and steel industry truly forms the basis not 
only of the industrial structure but of the very way of life in the 
modern world. The rate of steel production and consumption in a 
country has a direct relation to it; general economic position, the 
strength and greatness of a nation is often measured by the amount 
of steel it produces and utilises. 

R. Historical Development of Steel Industry in India till indepen-
dence 

1.4. The art of smelting iron was known in India in ancient times. 
Reference to iron has been made in the Rig Veda (2000 B. C.) and it 
is said that Inriia is the first producer of carbon steel (Wootz). 
According to V. Ball "The manufacture of steel and wrought iron 
had reached a high perfection at least 2000 years ago." It is the 
proof 'Of the high value set on Indian Steel in ancient times that, 
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despite inadequate transport facilities, it found its way to Europe 
and other parts of the world. In testimony to the skill of Indian 
technicians stands the famous Iron Pillar standing near Kutabminar 
at Delhi, a pillar made of malleable iron without any alloy over 23 
feet high, weighing over six tons and as marvellously free from 
rust today as when it was forged 1,700 years ago. From India came 
the famous Damascus steel from which the swords and armour of 
the Crusaders were fashioned. In the wake, ho~ver, of politcal 
disintegration followed by foreign conquests, India lagged behind 
and the fame of her steel was eclipsed in the 18th Century when the 
countries of the West sped ahead on the creative impetus of the 
Industrial Revolution. 

1.5. The earliest attempt to make iron by Western process was 
made about 1830 by Joshia Heath in Madras but it proved a failure 
after some time. In 1875 attempts were made to smelt iron by means 
of coal insetad of charcoal and a company was started for this pur-
pose in the Raniganj coal-field by the Bengal Iron Company. This 
company closed down after four years and the Government acquired 
the plant in 1881, working it till 1889, with two blast furnaces. The 
plant was then sold to a new Bengal Iron and ,Steel Company. In 
1900 the production of iron amounted to 35,000 tons. In establish-
ing the steel industry enormous difficulties had to be overcome to 
find the required raw materials, iron are and coal and a suitable 
site near a plentiful water-supply. When these difficulties had been 
overcome, the problem of finding the required finance remained. 
This was supplied by the public. 

1.6. The construction of the Tata Steel works at Jamshedpur was 
commenced in 1907 near the confluence of the Subarnarekha and 
Khorkai rivers in Bihar. Pig iron was first produced in 1911 and 
steel in 1913. By 1913-14, the First World War gave a great im-
petus to the industry and by 1916-17 the industry was able to attain 
full production of its capacity. It produced 147,4-97 tons of pig iron 
and 98,726 tons of steel. An expansion of the works planned in 
1913 resulted in the production rising by 1921-22 to about 270,270 
tons of pig iron, 182,107 tons of steel ingots and 125,872 tons of 
finished steel. During this war the Tata Company were able to 
supply to the Government nearly 300,000 tons of steel in the shape 
of rails, structural steel, and shell steel, much of which was shipped 
to the theatres of war in Mesopotamia, Egypt and Africa. 

1.7. Shortly after the First World War, two new iron works were 
established in the country. The Indian Iron and Steel Company 
(floated in 1918) set up blast furnaces at Hirapur with a capacity 
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of 360,000 tons of pig iron, a substantial .part of which was exported. 
In 1923' the Mysore Government completed at Bhadrawati a blast 
furnace using. charcoal as fuel, with a capacity of 86;000 tons of pig 
iron per year. Steel, however, continued to be produced only ut 
J amshedpur. 

1.B. During the slump of the twenties, there was a great drop in 
steel prices aggravated by the dumping in the Indian market of the 
foreign steel from surplus war stocks and Belgian Steel made from 
the scrap from battlefields. The price of the Tata steel rails drop-
ped from Rs. 141 per ton in 1924 to Rs. 107 in 1925. The Tata Com-
pany was brought to the verge of ruin by the world-wide slump. 
By 1924 when the expansion scheme was completed, the new plant 
came into operation and this raised the output to about 436,000 tons 
of steel ingots and 327,000 tons of finished steel and 1.8 m. tons ot 
pig iron. 

1.9. In 1924 the Government passed the Steel Industry (Protec-
tion) Act and introduced import duties on certain categories of im-
ported and bounties on certain items of domestic steel and produc-
tion. Protection was given in the first instance for three years. 
Since the Tariff Board inquiry was instituted in 1923, there have 
been two statutory enquiries in 1926 and 1933 three supplementary 
enquiries in 1924, 1925 and 1930 and a final summary enquiry in 
1947. At the last enquiry (held in 1947), it did not press for the 
continuance of protection and on the recommendation of the Board, 
protection to it was withdrawn in 1947. The industry enjoyed pro-
tection for a period of 23 years. 

1.10. With the advent of depression in 1929, the decline in con-
sumption started and the demand for steel in India was more thrua 
halved in 1932-33. From a total consumption of 14 lakhs tons in 
1927-28, it declined to 5.7 lakh tons in 1932-33. The industry made 
steady progress under protection. The production of pig iron rose 
from 160,000 tons in 1914 to 13.7 lakh tons in 1929-80 and tc 15.7 
lakh tons in 1938-39. Steel production increased from 140,000 tons 
in 1916-17 to nearly 600,000 tons in 1927-28 and to 977,000 tons in 
1938-39. The effect had been that whereas before 1914-18, India 
imported an annual average of 820,000 tons of iron and steel goods, 
she imported only 360,000 tons in 1936-37. At the same time, ex-
ports rose steeply from 42,000 tons (pre-war) to '6,83.000 tons in 
1936-37. 

1.11. In 1936, a second steel plant was established in India when 
the Mysore State Government instal1ed at their Bhadrawati works 
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electric furnaces with an annual capacity of 30,000 tons. In 1939, 
a third steel works came into being at Burnpur with the establish-
ment of the Steel Corporation of Bengal, following a merger of the 
Bengal Iron Company with the 4ldian Iron and Steel Company. By 
1942, Burnpur plant was producing to its capacity of 240,000 tons of 
ingot steel. Thus by the outbreak of the Second World War, the 
total production of India in steel had risen to over a million tons 
of steel ingots or 480,000 tons of finished steel. Intensive operation 
of all the steel plants during the war raised the output to a peak of 
1,151,000 tons in 1943. 

1.12. The war was responsible not only for an in(;rea:i~ in overall 
production but it also led to the manufacture for the first time of 
new products and steel of new specifications. Jamshedpur began 
to produce railway wheels, tyres and axels and alloy and special 
tool steel. Grown to full maturity the Tata works were able to 
produce as wide a range of special steels as any corresponding 
works elsewhere in the world. India was thus able to meet the 
entire war demands of the Middle East by the supplies from J am-
shedpur of special bullet-proof armour plates nickel chrome steel 
for armour piercing shells, deep drawing steel for machine-gun 
and rifle magazines and cartridge ca<Ses, special steel sheet·s for high 
explosive aircraft bombs, nickel chrome-molybdenum steel bars for 
parachute equipment and other special steel for defence require-
ments. 

1.13. This highlighted tempo Of war years was not sustained and 
there was a temporary recession. The production of steel ingots 
on the eve of the country's independence was about 1.3 million tons 
and 1.5 million tons of pig iron. 

1.11. The two main tasks facing the steel industry at the end of 
the war were the renewal and rehabilitation of plant and machinery 
and expansion. The heavy wear and tear of the difncult years, 
during World War II necessitated immediate replacf'ments and 
expansion was felt necessary by both the Government and the steel 
industry because the volume of demand was rapidly ri!'ing in step 
with the country's industrial development which the war had ac-
celerated. The Government's steel policy originated in 1952. In 
accordance with its avowed purpose of creating a socialistic pattern 
of society it was decided to encourage the existing private steeJ pro-
ducing units to expand and improve, at the same time settinr, up 
new steel units to be controlled and run by the State. 
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C. Development of Steel Industry after Independence 

1.15. The First Five Year Plan (1951-56) gave high priority to 
the development of agriculture which also necessitated the develop-
ment of irrigation and power projects. The targets for steel pro-
duction did not, therefore, occupy a high place in the First Plan 
Period. The First Plan set a capacity target of 1.55 million tons of 
saleable steel and a production target of 1.28 million tonnes of sale-
able steel. The additional production was to come mainly from 
the expansion of Tata Co., and the Indian Iron and Steel Co., Tata's 
expansion from 0.75 million tonnes to 0.93 million tonnes and Indian 
Iron's expansion from 0.4 million tonnes to 0.7 million tonnes were 
put through. Though the expansion did not yield full results by 
1955, actual production of steel touched 1.26 million tonncs. Towards 
the last years of the first Plan, acute scarcities in steel werE.' felt. In 
1955 imports, therefore, touched 0.9 million tonnes. 

1.16. In the Second Five Year Plan (1956-61) therefore there was 
greater emphasis on the rapid expansion of the steel industry. A 
target of 6 million tonnes of steel (4.5 million tonnes of saleable 
steel) and 0.7 million tonnes of free iron for sale was set. This was 
to be achieved by the ex~ansion of Tl;ltas to 2 million ingot tonnes 
and the expansion of Indian Iron to 1 million jngot tonnes and 
Mysore Iron to 1 million. tonne and by setting up three new steel 
plants in the public sector at Rourkela, Bhilai and Durgapur-each 
with a capacity of one mmion tonne. The expansion of the TISCO 
and IISCO and the construction of the three new steel plants were 
by and large, completed in 1960-61: Actual production in 1960-61 
was 3.36 million ingot tonnes. The total installed capacity of steel 
production was of about 8 million tonnes. 

1.17. The expansion programme of the Mysore Iron could not be 
fulfilled, as it was decided to switch over from mild alloy to special 
steel production. The management of the Mysore Iron works was 
taken over from April 1962 by a new company Mysore Iron and 
Steel Ltd. registered in 1961. 

1.18. During the Second Plan period, three integrated iron and 
steel plants in the public sector with initial capacity of 10 la.kh tons 
each were set up at Rourkela, Bhilai and Durgapur. These are 
managed by the Hindustan Steel Ltd. 

1.19. Rourkela plant specialises in the production of more expen-
sive fiat products like heavy plate for ship-building, locomotive con-
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strucHon, boiler making track building, as well as light plates, sheets 
and strips and tin plates. The first blast furnace was i.naugurated 
on 3rd February 1959 and all the units went into production by 1960. 
Financed with credits from West Germany, it is the only plant in 
India using LD process of steel making. 

1.20. Bhnai plant was completed in March, 1961 with ~he Soviet 
aid. The first blast furnace was inaugurated on 4th February, 1959 
and production commenced in 1962. It produces rails, heavy struc-
turals, railway sleepers and bars. 

1.21. Durgapur plant, built with British assistance, was complet-
ed in 1962 and commenced producing 72 per cent of its rated capa-
city of steel ingots by the close of 1962. A special feHtnrc 01 the 
plant is that there is a special plant to hammer blooms to make 
wheels and axels for the railways. It produces medium 'ltl'ucturals. 
wheels, tyres, axels, railway sleepers, billets (or steel in the form 
which is supplied to other industries for further processing), blooms. 
forgings, and merchant bar sections. 

1.22. In the Third Five Year Plan (196]-66) the expansion of 
iron and steel capacity was proposed mainly in the Public Sector. 
The Plan envisaged a steel production capacity of 10.2 million ingot 
tonnes to be achieved by the end of the Plant; the share of Private 
Sector was placed at 3.2 million tonnes. There was already instal-
led capacity with TISeO and IISeO of the order of 3.0 million 
tonnes and the expansio,n of capacity in the Private Sector was ex-
pected to come from the installation of scrap based electric furnaces. 
As regards the Public Sector, the Third Plan Development Pro-
gramme included expansions of Bhilai, Rourkela and Durgapur Steel 
Plants of HSL and the Mysore Iron and Steel Works ann the estab-
lishment of a new steel plant at Bokaro of one million tonne <.:apa-
city. BeSides, a pig iron project based on the use of char from 
Neyveli Lignite was included. On the completion of this develop-
ment programmes, the capacity for mild steel in the Public Sector 
steel works was expected to go up from 3 millio,n tonnes to 7 million 
tonnes. However, the expansion schemes of HSL plants Hot de1ayed 
and were completed only by 1968-69. Construction of Bokaro was 
also. not taken up in full swing. 

1.23. Since the formulation of the Industrial Policy Resolution in 
1948 which was further elaborated in 1956, the Steel Policy conti-
nues to be governed by the Industrial Policy Resolution. The Indu-
strial Policy Resolution of 1956 stipuates that the future develop" 
mentof iron and steel which is included in the Schedule 'A' :If in-
dustries, will be exclusively the responsibility of the St.ate. This, 
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however, does not preclude the expamion of the existing private.y 
owned units, or the possibility of the State securing~ooperation of 
the private enterprise in the establishment of new units when the 
national interest ,0 require. In the case of pig iron the policy was 
relaxed to allow the establishment of plants in the Private Sector 
with a maximum capacity of 100,000 tonn~s it!. 1960 and 300,000 
tonnes in October, 1963. 

1.24. After the Third Plan, there were three Annual Plans upto 
the year 1968-69. The major achievement during these three years 
was that the expansion schemes of R.S.L. plants were completed 
by and large by 1968-69. During this period, as a result of drought 
conditions in two consecutive years and hostilities with Pakistan 
in 1965, the country faced an economic recession. The apparent 
steel consumption which stood at 5.36 million tonnes in 1964-65 drop-
ped to 4.3 million tonnes in, 1967-68 before it picked up again in 
1008-69. There was a prolposal to expand the Durgapur Steel Plant 
from 1.6 to 3.4 million tonnes, but it was dropped because of a 
reassessment of demand. 

1.25. In pursuance to the recommendation of the Steering Group 
on Iron and Steel set up at the instance of the Planning Commis-
sion, a larger Steel Development Programme has been included in 
the Fourth Five Year Plan, with 1968-69 as the base year when the 
consumption of steel in the country was 4.5 million tonnes and tak-
ing an average growth rate of 10 per cent in the demand of steel 
during the Fourth Plan and 9 per cent in the Fifth Plan :md in order 
to cater tOI the export market, the Steering Group estimated a total 
demand of 8.42 million tonnes (export-1.3 million tonnE's) by 1973-
74 and 12.77 million tonnes (export 1.8 million tonnes) by 1978-79. 
More recently, the N.C.A.E.R. were entrusted in July, 1970 with the 
work of updating earlier Report oJ 1968 on Projections of Steel De-
mand. According to their study the domestic steel requirement is 
estimated at 7.6 million tonnes in 1975 and 12.9 million tonnes by 
1980. 

Present Position 

1.26. India's iron and Steel industry consists of 6 main produ-
cers-fo.ur in the public sector, (three integrated ::;teel plants of 
Bhilai, Rourkela and Durgapur and Mysore and Iron and Steel Ltd.) 
and two in the private sector (Tata Iron and Steel Co .. and Indian 
Iron and Steel Co.) In addition there are a number of secondary 
producers including re-rollers. The re-ro,lling industry. which is a 
complement to the main steel producers, roll steel into bars, rein-
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forcement rods, wire rods, flats. hoops and strips, light structurals, 
window bars, railway equipment etc. The re-rollers in the country 
have been broadly classified as "billet based" and "scrap based". 
The Technical Committee appointed by Government in its report in 
1966 had assessed the annual capacity of billet re-rollers at 2.78 
million tonnes, scrap re-rollers 0.73 million tonnes and other mills 
1.20 million tonnes. Taking over all capacity in the ~ountry, this 
Technical Committee recommended that there was no SCOPe for crea-
tion of new re-rolling capacity. Government accepted this recom-
mendation. According to Department of Steel's Annual Report 
(1970-71), the average monthly despatches of billets to the re-rollers 
was around 45.000 tonnes against their one shift capacity of about 
1,25,000 tonnes. The folloWing tables give an idea of the production 
of steel ingots, saleable pig iron and finished steel by main and 
secondary producers in India since 1961-62: 
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FeTTO-BUoyS 

1.2.7. In the case of alloy steels and ferro-alloy industry, these are 
included in Schedule 'B' of the Industrial Policy Resolution; both 
the public and private sector are to contribute to the production 
capacity, to secure an increasing share for the public sector, the 
Mysore Iron & Steel Limited (a Government of Mysore Undertak-
ing) was converted from mild steel to alloy steel production with a 
capacity of 77,000 tonnes finished alloy steel. This project has re-
cently been completed. Another alloy steel project, viz. Alloy Steel 
Plant, Durgapur was set up with a capacity of 60,000 tonnes of fini-
shed steel per annum. It is propo,sed to expand the present capa-
city of this plant to about 150,000 tonnes during the Fourth I Fifth 
Plan and also to put up a plant at Salem with a capacity of 250,000 
tonnes for producing special and alloy steels. The Salem Plant is 
expected to be completed during th8 Fifth Plan. At the same time, 
capacity in private sector has also. come up. which would be pro-
gressively increased, but not at the same rate as in the public sector. 
It is expected that the demand of alloy steels estimated at 371,200 
tonnes by 1975 and 777, 600 tonnes by 1980 will be largely met. 

1.28. In the case of ferro-alloy industry, the main ferro alloys 
produced from raw materials available in the country are ferro 
manganese (Fe Mn), ferro silicon (Fe Si) and ferro chrome (Fe 
Cr). Capacity for Fe Mn is almost entirely in the privatQ sector. 
roughly of the order of 200,000 tonnes. HSL is expected to consider 
the feasibility of setting up a Fe Mn Plant, with an approximate 
capacity of 120,000 tonnes. Country's capacity in Fe Mn is aimed 
to be increased pro.gressively to about 400,000 tonnes by the Fifth 
Plan. 

1.29. In the ase of Fe Sit the main producer is MISL, Bhadravati 
and their capacity is 20,00 tonnes. There is another unit in the 
private sector with a capacity of 7,500 tonnes, under expansion to 
12,500 tonnes. MlSL proposels to double its capacity. Further 
capacity in the private sector is also. being permitted. With the 
schemes approved or under consideration the capacity for Ferro 
Silicon is target ted to be increased to about 90.000 tonnes by the end 
of the Fifth Plan to meet the increasing domestic demand and to 
take advantage of export market. 

1.30. The capacity for ferro chrome is of the order of about 20,()00 
tonnes, 10,000 tonnes with Orissa Industrial Development Corpora-
tion, a Government of Orissa Undertaking. and the other 10,000 
tQl1nes in the private sector. Orissa Industrial Development Corpo-
ration has been permitted to augment its capacity. This would add 
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to about 35,000 tonnes. A project for the production of fena ~ 
dium with a capacity of 480 tonnes has also been sanctioned, to be 
taken up by the OIDC. A private party also holds a letter of intenJ1 
for setting up a 350 tonnes per annum ferro vanadium plant. 

D. Rise in World Steel Production and in India's share in it' 

1.31. The world production Ott Crude Steel (which may be takem 
as equivalent to Ingot Steel) in 196<1 amounted to 327.6 million 
tonnes, and this has increased to 588.5 million tonnes in 1970. that. 
is an increase by 79.6 per cent. India's share, which amounted tOI 
3.3 million tonnes in 1960 increased to 6.3 million tonnes in 19701 
that is an increase by 92.2 per cent. India's share in world steelJ 
production which formed 1 per cent in 1960 iDl~n:ased only t01 
1.1 per cent in 1970, and that India's production forms only about 
11100th of the global productiQl1. 

1.32. The leading producers of steel in 1970 werP. the USA (122: 
million tonnes) USSR (115 million tonnes) Japan (93 milliolll 
tonnes) and Germany (45 million tonnes). In 1960, USA produced! 
90 million tonnes, USSR produced 65 million tonnes, .J apan produced1 
22 mil1ion tonnes, and West Germany produced 34 million tonnes. 
The increase in production in Japan from 22 million tonnes in 19601 
to 93 million tonnes in 1970 is a spectacular growth unmatched by' 
any o,ther country in the world. The table at Appendix I gives data· 
regarding steel production of crude steel in the various countries of 
the world. 

1.33. The Committee note that the India Ihas maintained its 
share at about 1 per cent in the world production of steel. The 
Committee are constrained to observe that while nature has been 
abundantly generous in endowing India with all the necessary in-
puts for a flourishing steel industry, like iTon ore, coal, lime stone, 
manganese and other ingredients and above all plentiful labour, our 
steel production forms only a hundredth part of the world produc-
tion. On the other hand, Japan, which suffers from disadvantage of 
having no basic raw material for its steel inudustry and has to 
depend upon iron ore imports from other countries has converted 
t,his disadvantage into a visible advantage and is today producing 
nearly 93 million tonnes of steel against 1.7 million tonnes it pro-
duced in 1948. On the other hand India's manufacture of iron nnd 
steel has risen from 1.3 million tonnes in 1M8 to 6.3 million tonnes 
only. 

1.34. As the rapid growth of iron and steel Industry is indispens-
able for the country's developmental, industrialisation and export 
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p(Agramme, the (!ommittee urge that Government should. take 
Ilecessary me/:lS\lres to step up production ()f steel in order t. achieve 
ihe targetted capadty ol. the steel plants envisaged in the I~lan. 

1.35. As recommended by the Committee elsewhere, there should 
be a perspeetive Mn for production of iron and steel for t-he next 
ten to fifteen years aiming at a surplus in this key sector so that 
timely steps can be taken to bring about the desired increase and 
generate a climate of optimism that this basic raw material required 
hy engineering and other industries whould be available indigen-
ously on assured basis. 



CHAPTER II 

PRODUCTION 

A. Estimated demand of Iron and Steel and gap between tbe 
estimated demand and supply 

2.1. It has been stated that the Steering Group set up in March r 

1968 by the then Department of Iron and Steel to project the de-., 
mand for finished steel during l<'ourth Five Year Plan period had" 
estimated that the demand would be about 8.42 million tonnes in 
1973-74. The representative of the Depa'l'tment of St€~l, who was' 
asked about the requirements of finished steel during each year of 
the Fourth Plan has stated in his evidence:-

"A Steering Group was appointed to make an assessment of 
what the requirements of steel were durillg the Fourth 
Plan and they had assessed that in 1969-70, the quantity 
of steel requirements in the country would be 5 million 
tonnes, in 1970-71, 5.5 million tonnes in 1971-n, 6.05 
million tonnes in 1972-73 6.65 million tonnes, and in 
1973-74, 7.12 million tonnes. We had also appointed the 
N.C.A.E.R. to make an assessment of steel requirements 
in the Fifth Plan. They made an assessment of what was 
required or like to be required in 1975 and in 1980. If 
these two figures are taken into account, it is found that 
there would be a compound growth of 11.1 per cent 
during 1975-80. On this assessment, if we are to work 
backwards, then 1969-70 requirements would be CI little 
over 4 million tonnes, 1970-71 it will be about 4.5 million 
tonnes, 1971-72 it would be about 5 million tonnes, 1972-
73 it will be about 5.6 million tonnes and 1973-74 it will 
be about 6.2 million tonne1l." 

rhe representative of the Department. ,~owever, added:-

"I would like to mention that the question of requirements 
~ depend really on whether you halVe a surplus or a state 

of scarcity. When there is a state of scarcity, the demand 
would be inflated because people do not want to take 
risks. They stockpile. Whenever any assessment is 
made, the demands are pitched higher. On the other 

15 
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~ hand, the actual consumption is tight because whatever 
2 is in the open market, is sold at higher prices. On the 
J. other hand, if there is a state of surplus, the actual 

requirement goes up because a number of openings be-
come available where you can use steel. Therefore, 
demand has somewhalt of a flexible nature and we have 
also found by experience that whatever assessments are 
made, are not necessarily entirely reliable." 

2.2. In reply to a question about the production targets of the 
Steel Plants and the actual production and the gap between the 
estimated requirements and the actual production during Fourth 
Plan period, it has been stated:-

"'In 1969-70, the targetted production was 7·5 millio!l tons of 
ingots and 5.5 million tons at saleabl'e steel. The actua') 
production in the plants was 6.43 million tons of ingots 
and 4.78 million tons of saleable steel. In 1970-71, the 
targetted production was 7.60 million tons of steel ingots 
and 5.70 million tons of saleable steel and the adual pro-
duction was 6.11 million tons of steel ingots and 4.49 
million tons of saleabh~ steel." 

'''In 1969-70 the assessment on the basis of the Steering 
Group's figures may be considered. As I have explained 
the Steering Group's assessffi'ent is higher than the deriv-
ed N.C.A.E.R. figures. We aore taking the Steering 
Group's assessment, and, therefore, the gap would appear 
to be a litte larger than if you take the N.C.A.E.R. 's 
derived figures. On the basis of the Steering Group's 
assessment, the requirement of steel to meet the domestic 
demands was 5 million tonnes. The domestic production 
was estimated to be 4.8 million tonnes and therefore the 
gap was 0.2 million tonnes. In 1970-71, the assessment of 
requirements was 5.50 million tonnes and the domestic 
production of finished steel was 4.5 million tonnes and the 
gap therefore, was roughly 1 million tonnes. 

~cIn 1971-72, if the Steering Group's assessment is taken, the 
requirement is about 6 million tonnes of finished st~el, 

and if the derived figure of the N.C.A.E.R. is taken, the 
requirement is about 5 million tonnes. It is our t'ssess-
ment that the production in 1971-72 will be of the same 
order as in 1970-71, th~ is, 4.5 million tonnes, and. theru-
fore, the gap will be about 1.5 million tonnes on the basis 
of the Steering Group's figures and about 0.5 million 
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tonnes on the basis of the derived figures from the 
N.C.A.E.R.'s assessment." 

2.3. Giving an idea of the imports of steel made during the period,. 
the Committee was informed during evidence that in 1969-70, the 
imports were less than exports. The exports were roughly 8,24,000' 
tonnes and the imports were roughly 3,45,000 tonnes. In the case 
of 1970-71, the exports minus imports were about 25 thousand 
tonnes. Therefore the net exports were marginal. In 1971-72, the 
exports were drastically reduced. and the imports were higher and 
the net import likely to be was of the order of 8,00,000 tonnes. The 
same figure of net imports may be expected during 1972-73 also. 

2.4. Explaining the reasons as to why the shortages have arisan, 
the representative of the Department agreed that due to agricultural 
revolution, the increase in the demand was not foreseen. He added 
that after the recession began to disappear, the increase in the 
demand was very sudden. Unfortunately it also coincided with the 
period when production went down or stayed stationary. Accord-
ing to Government's expectations, production should have gone up. 
Tn fact, if today it were possible to produce at 80 per ceDt of the 
rated capacity, we would not have been facing this problem. The 
problem today is that the reasons for not keeping up with the in-
crea3ing rate of production which was expected are such that to get 
o~r them, it may not be possible in six months, it will take longer 
time, 

2.5. As regards the measures taken to end the shortage~ of steeJ, 
it was stated that 'in 1971-72 the exports have more or less been 
l'~stricted to the commitments which were in existence before. In 
fact we have reduced exports even where commitments were in exis-
tence with the copperation of the concerned Government. We have 
also tried to fill up the gap by imports.' 

2.6. When asked whether he agreed that the imports that have 
been ordered were not arriving in time and that was one of the 
reasons which affected the industrial production, the representative 
of the Department stated 'that it may be true of what happened in 
1970-71. Broadly, it would not be true of what has happened in 
1971-72 because conside.-able licences were issued in 1970-71 which 
are for import of materials during the current year (1971-72) ...• 
Certainly flifficulty of steel has been one of the important factors. 
But if evel'y industry planned its requirements in good time and got 
imports in good time, they would not suffer from any difficulties. 
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If th~¥ come pt the last moment, there ilre.la~ in imports f.'l1d' 
they cannot blame the Department ,'If ~tt;lEll. GOYe1ntnent in 1970-71 
and 1971-72 have been quite liberal about imports . . . In C3se 
of steel, Government have taken a very generous attitude and have 
allowed imports but when steel arrives, the industry is reluctant to 
ta'ke it . . . . Shortage of steel is not something which the 
country is faced with only to-day; it has been ,there for the la~t 
two years." , 

2.7. The Oommittee are concerned to Ilotethat the gap between 
the estimated requirements and' the pt'oductlon of finished steel in 
the country which was 0.2 milliO'n tonnes in 1969-70 has risen to' 
1.5 million tonnes in 1971-72. 

The CO'mmittee cO'nsider that as steel is the basic raw matel'is) 
for a large number O'f industries, it is imperative that adequate sup-
plies are made available fO'r "ustaining' and accelerating industrial 
develO'pment. Tlle 'CO'mmittee woUld, therefO're, urge GO'vernment 
to' take timely measure to' arrange fO'r imp~rts O'f steel to meet the 
gap between the assessed requirements and estimated production. 

B. Estimated delUand of FerrO'-AlloYs and gap between th~ estimated 
demand and supply 

2.8 According to a written note furnished by the Department of 
Steel, the Committee have been informed that the main ferro-
alloys used in the production of steel are ferro-manganese, fcrro-
silicon, ferro-chromium, ferro-molybdenum, ferro-tungsten, ferro-
vanadium, ferro-titanium. ferro-phosphorus. etc. Of these. except 
for the first three, the, others are produced to the extent of about 
50 per cent and balance requirements are met by imports. So far as 
the first three, viz. ferro-manganese, f~rro-silicon and ferro" 
chromium are concerned, substantial quantities are being produced 
and tm ,1970, th~y were able to meet fully the indigenous de~a.nd. 
However, in the beginning of 197Q. some shortages began to be felt 
in regard to ferro-silicon and in order to meet the demand, imports 
of adequate qu;~ntities were allowed. 

2.9. Giving 'detailsbf the prodtiction of the i'mportal'lt ferro-
alloys and their estimated demand in 1971-72, the: 'represehtative of 
the Departmerit 'has started'in his evidence: - ' 

"Ferrtl Manganese production was 1,77,596 tonnes the esti-
mated demand this year is 1.05,000 tonnes--:production i's 
higher than demand. Ferro-silicon, the prtlductionin 1970-

.. 7'1 was 26,46"tannes, the .requirement as aSSiessed in 1971-
, , 72 '1s 42,000 tdlllJles Ferru-Molybdenutn, the productfott; 'is' 
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211 tons and the demand is 000 tonnes. Ferro-Chrome .. 
the production is 9,888 tonnes and the demand t!1is year is 
4,500 tonnes. Ferro-Tungsten the production is 5, tons and 
the demand this year is 300 tonnes. Ferro-V,1l1'ldium, the 
production in 1970-71 was 23 tonnes, but the demand this 
year is 350 tonnes. Ferro-titanium the productinn was 42 
tonnes and the demand this year is 100 tonn ~3. Silico-
Manganese the production during 1970-71 was 3,283 tonnes 
and the demand in this year is 4,000 tonncs. 

2.10. In order to fill the gap by imports, the reprc . ..::-,tative of the 
Department has stated:-

"As far 8S the imports are concerned the total imports in 1970-
71 were only 979 tonnes. The gap which cx:s~s is being 
filled up by encouraging additional production in the 
existing units and in some units the production in the 
process of being built up. In other words, as far as the 
Ferro-Alloys are concerned we have plans to fill up the 
gap and the imports are not very heavy, though I would' 
say that imports of certain ferro-alloys are quite expen-
sive but we are building them up on the basis of raw 
materials which will be imported". 

2.11. The following table indicates the figures relating to pro-
duction, import and domestic availability of Ferro-Alloys during 
the last ten years:-

Ferrn-All".1".< 

--"--"--------
rr,. tl}'lus8nd tonnC~) 

Total Export Domestic 
Avaihhility Availa-

Years Produ ction Import 

bilitv 
(I+;!) 0+4) ----------------------------------- '---

1960-61 . 
1961-62 . 
1962-63 
1963-64 . 
1964-65 
1965-66 
1966-67 
J967-68 
1968-69 . 
1969-70· 
lQ70-71 . --' ---' ---_. 

2 

89· 
I.I3· 
lIS 

149 
148 
176 
156 
'57 
t73 
201 
223 

3 

6 
8 
3 
2 

4 
2 
2 
3 
2 

2 • 

4 5 6 

95 48 47 
121 56 65 
121 12 J09 
151 22 J29 
152 'g7 65 
1711 61 117 
toS8 12 146 
160 41 II9 
175 S5 90 
203 127 76 
224 94 t30 
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2.12. When asked about the measures being taken for develop-
l~g indigenous capacity for ferro-aUoys based on the future demands, 
the representative of the Department has stated in his evidence:-

«Ferro-Alloy Plant in Public Sector: 

HSL contemplate to set up a ferro-alloy plant for production 
of 120,000 tonnes of ferro-manganese and other ferro-
allow like ferro-tungsten, ferro-titanium etc. The feasi-
bility Report is being prepared by the CEDB. 

Ferro-vanadium Projects: 

Industrial Development Corporation of Orissa Limited, a 
State Government Undertaking, have a letter of intent 
for setting up a ferro-vanadium plant of 350 tonne pro-
duction capacity in Bihar. 

Ferro-silicon: 

In order to meet the expected demand of ferro-silicon by the 
end of Fifth Plan, which is, planned around 100,000 
tonnes, substantial addition, to the capacity of the plant 
by way of expansion of production facilities at the MISL 
and Indian Metals and Ferro-Alloys Limited. 

"Letters of intent have been granted to the following for 
increase in capacity of ferro-silicon: Mysore Iron and 
Steel Ltd. 15,000 tonnes, Electrodes and Metallurgical 
Works Ltd. 6,000 tonnes Sandur Mangane:e and Iron 
Ore Ltd. 20,000 tonnes, Hyderabad Tools 10,000 tonnes, and 
Indian Metals Ferro-Alloys (under proces3ing now) 
Alloys (under processing now) 17,000 tonnes. 

Even if part of this capacity comes up, it is expected to meet 
the demand of the country." 

2.13. It was represented to the Committee that since the ferro-
alloys is an electro-metallurgical industry, the Government should 
offer special tariff for electricity so that ferro-alloys industry is able 
to grow in competition with the other countries where in some cases 
the electricity tariffs are l' 5th or l' 6th. When asked to give com-
ments on the representation, it was stated during the evidence that 
"by and large, electriCity tariffs are a matter for State Governments. 
Generall~. the Government of India's view has been that for electro-
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metallurgical industries, the State Government should give specially 
low tariff rates". It was added:-

"This has been examined. The Venkataraman Committee also 
recommended similarly, but they also recomm~nded that 
the State Boards should not give any Cll:tomer electricity 
at any price below their cost of generation. The cost of 
production of electricity varies from State to State depend-
ing on whether it is hydel or thermal process. By and 
large the general direction has been given to give special 
rates tariff to these industries. Cost of production, gene-
rally, in India is high compared to countries abroad and 
we cannot expect that electricity tariff here will compare 
favourably with the tariffs available to units abroad." 

2.14. The Committee note that demand exceeds production in 
resped of ferro-alloys like Ferro-silicon, Ferro-molybdenum, Ferro-
tungsten, Ferro-vanadium and Ferro-titanium etc. and that letters 
of intent for creating additional, capacity have been granted to 
certain parties to fill the gap between the demand and production. 
"The Committee would urge Government to keep a close watch that 
the additional capacity in respect of these ferro-aUoys is established 
at the earliest. Till the requisite capacity of these ferro-alloys is 
"established, the Committee would suggest that Go,'ernment should 
take !\teps to arrange timely and adequate imports to meet tbe 
industrial requirements. 

2·15. The Committee would also recommend that Central Govern-
ment should persuade the State Governments to supply electricity 
to the ferro-alloys manufacluring units at lower rates so that tbe 
units may be able to utilise their capacity fully and reduce the cost 
-of production. to comppte with other countries where similar tariff 
concessions are being given. 

2.16. The Committee need hardly add that jf stu·h cont'essional 
rates are made available to the ferro-alloys manufllcturin" units. it 
"~hould be obligatory on them to seD the ferro.alloys at more com-
petitive prices so that the benefit is passed on to the industrial users 
-of ferro-alloys. 

C. Imports and Canalisation agencies 

(i) Imports 
2.17. In the Department of Steel's Annl1al Report (1970-71) it 

"has been stated that ~ue to post recession revival in industrial 
activity, the yea.r 1970-71 evidenced a steep increase in the demand 
'for steel and its products. To keep pace with the rising demand, and 
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in view of ~hortfal1 in indigenous production, the report adds, on 11-' 
9-1970 Government ~nnounced a special jmpo~t policy, through it! I 
Public Notice 140 01 11th September 1970 allowing import by the 
actual users, seven broad categories of steel to the extent of 50 per 
cent of their consumption during 1969-70, or full requirements 
against firm export orders: In addition, bulk imports were permitted 
through Hindustan Steel Ltd. for small scale industries, export 
oriented engineering industries and for other actual users. Import ot 
steel sheets, plates, drums, barrels and steel for furniture industrIes 
and tin plates for manufacture of open top sanitary cans were also 
canalised through H.S.L. 

It has been further stated that according to Government's import 
policy for 1971-72 "this year also the pattern of admi,sibility for 
import of steel items have also been restricted to those items which 
are not produced in the country at all or the quantities and qualities 
produced are not ad'2quate to meet the indigenous demand. In 
ftaming the policy, eft ~rts have been made to ensure that whereaS'· 
the industries do not suffer for want of essential raw materials like 
~teel and ferro-alloys, the producers of steel including secondary pro-
ducers and re-ro~lers do :;ot suffer for want of adequate orders". 

The report adds that 111.! eanalisation through Public Sector 
Agencies has been restricted to bulkable categories which covers the 
following categories of steels and ferro-alloys:-

1. Ferro-molybdenum 
2. Ferro-tungsten 
3. Ferro-vanadium 
4. Ferro-silicon 
5. All mild steel high carbon and alloy steel 

stainless steel) wire rods in coils. 
(other than 

~. All mild steel and high carbon steel semis including ingots, 
blooms, slabs and billets. 

7. Stainless steel sheets, plates and strips in cut length or in 
coils. 

8. Cold rolled grain oriented electrical steel sheets. 
9. All mild. sh;el sheets, strips and skelp in cut length or in 

coils both hot rolled and cold rolled. 
10. Heavy melting scrap, sponge iron and metaliserl iron ore 

and pellets for electric arc furnaces. 
11. Tinplate for manufacture nfopen top sanitary cans. 
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_ ; ,2.18. Th~ following statement indicates ~e 4UMttHy and v3'rue 
Gf, import'S of various items· of iron and I!jtee\ and ferro •• noys frOm 
1000·61 onwards:-

.-----.. - .. 

Yell' Quantity '- Value 
(in tonDeS) (R~. in ormes) 

1960-61 . 13,99,533 125-23 

, :1961-62 . 10,96 ,387 t06-54 

1'}62-63 10,04,027 94- 68 

1953-64 . 10,26,749 93'7!l 

1964-65 . I2,I1,S43 109'40 

1965-66 . 9,31,601 100'47 

1966-67 . 4,95,700 93' 36 

1967-68 . 5,38,173 t08· 8 7 

196'3·69 ' 4,65,136 8B-76 

196':)-70 . 4,23,0~7 83'01 

]970-71 7,06,088 149' III 

2. '9. The attention of the representative of the DepartmetClf of 
Steel was drawn to the news report that in order to meet the short· 
.age of steel, Government was importing Rs. 200 crores worth of steel 
"during the year 1971·72. When asked about the date when this 
decision was taken and the categories ana the q.uantum of steel 
being imported in this connection, he has stated during evidenoe 
that "the amount of Rs, 200 crores is not an aM hoc figure fixed by 
the Government but all imports have been allowed after consider-
ing the applications depending on the importance. The essessment 
is that the steel which may come from abroad to the counu'y during 
1971-72 would be about Rs. 200 crores worth of rupees· So, the 
decision has not been taken at one time, at one plaee but over a year 
with the general background that the industry should not be made 
to suffer because 01 shortage of steel". The Committee were inform· 
ed that during 1971-72 import during the year will be over' 600,000 
·tonnes. 

2.20. When asked about the time taken filr materialising the im· 
'port" the Committee were informed that "this largely depends on 
'the exact source of import, The licences are given for different types 
:4(!)f forei-gn exchanges·,-some time rupee credit and sometimes other 
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country credit and only limited quantities are given cn foreign ex-
change or general currency area. So, the actual implementation of 
a licence issued to a party will vary from source to source. Our ex-
perience has been that it may be in between three months and nine 
months". 

2.21. It was asked that when the country was feeling acute short-
ages of steel and when the Government have decided to import steel 
worth Re. 200 crores, what were the difficulties experienced in im-
porting the materials in time to ease th~ situation. In reply it was: 
stated:-

"We have not decided to import as an ad hoc lot. Each case 
has to be considered on its own merits. The Govern-
ment policy is that all important projects must be fed 
either from indigenous production or by import. There-
fore, the import policy for industrial projects is quite 
liberal. If there had been delays in receipts, it must be 
because people who are interested had not come up in 
time for th., imports. There are certain difficulties about 
import, because our country has not got free foreign ex-
change available in plenty and therefore we have to go 
to credits and when we go to credits negotiations take 
time. This is certainly a big problem". 

When asked that out of estimated Rs. 200 crores worth of im-
ports what will be proportion of imports from different currency 
areas the Committee were informed that "that would be difficult to 
tell. It would be fair to say that the amount of free foreign exchange 
is quite small but significant amount come througn credit or from 
Japan, where we have a large number of link deals. We give pig iron 
and we take steel. But there is quite a bit also which comes from 
rupee currency areas." 

2.22. Elucidating the recent statement made by Chief ControI1er 
of Imports and Exports that the Government have decided to meet 
the full requirements of steel by the export industries, the repre-
sentative of the Department" has stated:-

"When the Chief Controller said that 'we are meeting the re-
quirements of export industries in full', he was referring 
to a decision taken by us on export engineering industry. 
If the application is with the certificate of their Engineer-
ing Export Promotion Council that this material is re-
quired for export, we will clear the import licences in 
full to the extent without making any cuts or anything 



25 

we might have done in the case of normal import licence. 
This is wha~ he has referred to. Regarding difficulties 
in export engineering industries, I would like \> mention 
that in 1970-71, we had announced a spe<'ial public notice 
that over the normal imported entitlement (xport engine. 
ering industry would get preference to obtain their steel. 
Although we have not issued· a similar special notice this 
year, what the Chief Controller refers to is really a deci-
sion to try to meet their requirement, when referred to 
us, as early as possible". 

CI •••• " in the special notice also there was a provision enabl-
ing the export engineering industry to meet their orders 
in full. Not many of the export engineering industries 
have availed of this. This year we are trying to do that·. 
When they come to us and tell us about their require-
ments, we will clear their import licences in full." 

2.23. When asked what percentage of the requirements of the 
various sectors, particularly export-oriented industries and other 
priority sectors were met by imports, the Committee were inform-
ed during evidence:-

Ie •••••• we do not maintain the statistics about the requlre-
ments of foreign exchange. A party who, for instance, 
wants to import goods, if it is permissible, under the 
policy, he applies direct for an import licence he gets his 
import licence depending upon the circumstances and 
the position of inventories etc· Now, we have recently 
started a system for obtaining informaiion from licencees. 
Whenever they place orders, they will immeditely re-
port this to us and we will start tabulating all this infor-
mation. This system has been started very recently and 
most of the licencees are still not reporting fully and 
therefore, we will not be in a position, at the moment, 
to give this information." 

Problem of matching sections 

2.24. It has been represented to the Comrmtt.ee by the Indian 
Engineering Association that the utilisation of indigenom and im-

---_._---.- -.. -..... . 
• A similar announcement has been made in the Import Policy 

for 1972-73. 
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P9,fted materials has b~en held up in a number of Cftses:due to lack 
.p~ ml:!.tcbing ~ctions and if such section& were to be permitted for 
jmport, the actual user could bring m the Nquired- !eetions under 
fixed v~ue of import licences already gral\ted. The representative 
_ of the Department whose attention was drawn to the -suggestion has 
Itated:-

"The matching section should be allowed to be imported 
when there is no domestic production. We only want to 
check up whether the matching section can be available 
from domestic production. Otherwise, we generally allow 
imports." 

cc. • •• I had a discussion with the engineering association 
several months ago. Since then the Steel Controller has 
a reserve which can be used for priority users. But he 
allots from this reserve slightly before the actnal quarter 
starts· 1t has now been decided that he should keep a 
small reserve even after tne quarter starts. Secondly, 
when tndividual cases come up, the Steel Controller is-
sues directions to the stockyards that if that section is 
available there, it may be given to the applicant as a mat-
ter of priority. In other words, certain cpanges have 
been made since the complaint was made. If neither of 
these could give him the matching section, then the 
steel bank should look after it. Ii the st-eel bank also 
does not look after it, then they should be allowed to 
import." 

It was, however, admitted that such a process will take somE! 
time and if there was it small quantity required and it was needed 
urgently, then buying from the open market at 8 higher price 
might be the quickest way of getting it. 

Steel Bank 

2.25. It has been represented that due to unpredictabie shortfalls 
in the indigenous pro-1uction leaving little time for matching im-
ports, Government should C('ln-,ider creating a central pool of import-
ed stocks of selected categories where there is an established short-
fall in indigenous production. The Iron and Steel Controller could 
make allocation fTOro this central pool to supplement the indigenous 
allocations so that T'"\\nimum requirements of the vital sect?rs of the 
economy are rret. 
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In reply the official representative of the Department stated 
.during evidence:-

"One of the problems which the industry is facing is the 
shortage of steel which would make the project go and 
which will make the item complete which is under manu-
facture. For that We have decided to set up a steel bank 
in the sense that it will assess requirements in consulta-
tion with such manufacturers as suffer from such a thing 
and import in advance." 

...... in the bank we will put 15 crores of rupees worth of 
small quantities of specialised requirements on an assess-
ment from impo,rtant industries after getting their assess-
ment and then bank will supply them on as required 
basis. This is the scheme which has been accepted in 
principle. We have addressed the major consumers and 
when their assessment comes, We will sit down and make 
up our minds as to what should be imported and we shall 
import it and keep it here. But they will have to pay a 
little higher price when they buy because the material 
will be kept for so long, but they would not need to wait . 
.I give you an example. The Fertiliser Corporatio,n wants 
an oxygen plant. Negotiations have started. It is quite 
clear that they will need it, but the company that is going 
to make it is not going to take a risk about ordering the 
raw materials until he gets a firm order, but we know 
that he will get a firm order. The Bank will say to him, 
'Give us an assessment. We will import for the first six 
months of production. We will supply through the Bank. 
In the meantime he can get the order and arrange for 
importing the remaining requirement.' This is roughly 
the idea. It won't satisfy all and sundry but it will satisfy 
some so that the customer is not fo,rced to say that this 
agency will give me after 18 months or two years. 'So, I 
cannot wait so long. Therefore you must import'. This 
is the way the bank will work." 

2.26. As regards the financial. implications of the proposed Steel 
'Bank, the Committee were informed.:-

"As far as the Steel Bank is concerned. there will be an addi-
.tional expenditure. When a user imports through the 
canalised agencies, he does not pay the sale tax; he has 
to pay the other charges like the customs duty, trade in-
surance in relation to the sale tax. The additional 

':528 LS-3. 
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amount that he Will have tQ pay is the handling chArges 
as well as the storage charges. We have fixeo' ~s"2 per 
cent of the cost to cover the storage and other 'industrial 
expenses and 2 per cent to cover finaDcing,,idlarges. The 
gain that he will get is that he will be able to get his 
material seven or eight months quicker." 

"The Government have made an allocation of foreign ex-
change. They will give the funds to. H.S.L. to run that 
bank and the bank will be run on Government's account. 
The forecast will be made by a committee in consultation 
with H.S.L. and the users.. Therefore, there is a certain 
amount of financial risk. It is a facility which is made 
available to such users t6 obtain steel much before the 
time they would have; 'got it had they gQIle for import." nf' 

2.27. When asked as to when ,the proposed Steel Bank will start 
functioning, it was stated:-

"The scheme was accepted at the end of November and at the 
end of December, we had the first meeting of the con-
trolling committee. A Committee of Secretaries has been 
arranged for this purpose and we took certain decisions. 
Letters have already gone to the potential consumers and 
they have been asked to give an assessment of require-
ments. We are in fact hoping that we will start func-
tioning the Bank in the sense that we would place the 
orders for import within the next month or two." 

With regard to, the setting up of 'Steel Bank', in reply to an 
Unstarred Question No. 378, the Minister of State in the Ministry of 
Steel and Mines has stated in Lok Sabha on the 16th March, 1972:-

"Government have decided to set up a Raw Material Bank to 
be run by the Hindustan Steel Limited. The Bank would 
be charged with the responsibility of physically maintain-
ing stocks of critical categories of steel so, that priority 
users could be supplied such material exstock against 
surrenderedldebited import licences. The stock of the 
Bank will be sustained by imports ntade judiciously on 
the basis of antiCipated reqUirements. The Bank will 
hav,e .an initial imprest of Rs. 15 crores, and is expected 
to have an initial stQCk of about 50,000 tonnes of various 
s.teel items. The operational details of the Bank, which 
in the initial stages will function at Calcutta, Bombay,. 
Madras and Delhi, are being worked out". 
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2.28. The Committee note that it takes normally between three 
to nine months for imports to materialise. Due to decline in indi-
genous production, shortage of steel has become a serious constraint 
to industrial development. There is, therefore imperative need for 
reducing the time lags involved in securing supplies through im-
ports or increased indigenous production. The Committee suggest 
that there should be a time-bound programme for receipt of imports 
and its distribution to the industry. 

2.29. The Committee note that at present Government do not 
maintain precise statistics about the foreign exchange expended on 
the actual imports of steel. The Committee are of the view that in 
order to arrive at a correct judgment on the level of imports neces-
sary to bridge the gap between demand and supply there should be 
a proper procedure for obtaining information from the Iicen('ees so 
that the Ministry may be able to know how much import has actual-
ly materialised and what further action, if any, is required to be 
taken to sustain the tempo of industrial production. 

2.30. The Committee note that it has been decided to set up a 
Steel Bank which would maintain stocks of critical categories of 
steel to meet the shortages experienced by priority users. The 
Committee would like concerted efforts to be made in the interest 
of setting up the Steel Bank at the earliest. The Committee would 
also like that the procedure for obtaining raw materials should be 
streamlined so that it is free from unnecessary red tape and does 
not defeat the very purpose of obtaining raw materials in time. 

The Committee would like to be informed within three months 
of the operational details of the Bank and how far it has been able 
to ·help the industry in resolving their problems of getting matching 
sections. 

2.31. The Committee would also stres,s that where a manufac-
turer desires to import a matching section on the ground that it is 
not available indigenously, the application should be checked up, 
expeditiously and either the matching section made available from 
indigenous source Or the import allowed witho~t delay so as not to 
hold up the manufa,cturing programme. 

Oi) Canalisation Agencies 

2.32. The import of steel and ferro-~lloys is being canalised 
thro'Ugh two public sector agencies, namely, Hindustan Steel Ltd. 
and Metals and Minerals Trading COjl'por~tion. It has been repre-
sented to the Committee that these canali~Ati.oP agencies lacked ex-
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pertise and know-how for the importing of steel resulting in delay 
in imports and increasing the cost of imports as the canalisation 
.agencies purchase by tender system. 

2·33. Repl~ing to the above criticisms, the Chairman, HSL has 
stated during evidence:-

"So far as Hindustan Steel's expertise is concerned, certainly 
We do not claim to be experts in everything, ,but today we 
can confidently say, we have some expertise, if not more 
than any other importer. In o.ther words, we know all 
about steel. their specifications, sections, etc., because we 
are supplying the steel to the industries in the country. 
So, we know exactly what is wanted. Secondly, as one 
of the leading steel companies in the world, we are in 
touch with all the major steel producers of the world. We 
know exactly in each country which are the steel plants 
which produce a particular kind of steel. Thirdly because 
We are also in the export market of steel, we know the 
international market in steel. Fourthly, the steel prices 
are published in the bulletins from week to week, from 
day to day fro,m London, Tokyo, Brussels and New York. 
Therefore, from day to day, we know the level of steel 
prices. So, what is needed in buying steel is knowledge 
of steel, knowledge of market availability and the know-
ledges of price. This we possess adequately. The next 
thing is the speed in execution. This is the point which 
is made very otten that We may suffer because we are a 
public sector undertaking, we may suffer because of lack 
of procedures to qUickly call for quotations and clinch the 
deal and finally place the order. On this matter also, we 
have gained considerable experience over the last two or 
three years, and today we, know exactly how to proceed 
about it. 

As far as delay is c.oncerned we started in a small way 
in 1969-70 when only a couple of items were entrusted to 
us, about 30,000 tonnes. We placed orders late in the 
year and these could not be distributed during the year. 
In 70-71, we imported 282,000 tonnes of steel out of which 
123,000 tonnes actually arrived during the year and were 
distributed. In 1971-72, we have till December, placed 
orders for 395,000 tonnes out of which 305,000 tonnes have 
already arrived and been distributed. 



31 

I am quoting taese figures to show that as we are proceeding 
over the years we are able to, get more and more steel in-
to the country and distribute almost in equal proportion. 

Another thing about HSL's canalisation. We as members of 
the JPC and being the largest domestic producer we are 
in the know of the total dQIIlestic availability as well as 
the demands of the customers who are importing steel. 
So in our Market Research division, we have a fairly good 
idea of the shortage. Therefore, we are able to fwecast 
to the Ministry the likely shortage categorywise, well in 
advance so that foreign exchange could be planned in 
advance. It is heartening to note that this is already 
taking place. Last year and in the current year, foreign 
exchange availability was made much in advance of the 
previous procedure ~ asking for a particular import at a 
particular time and only getting the foreign exchange for 
that. So we are able to plan the whole year's require-
ment and shortage in advance of the foreign exchange 
required so that we can plan the sources from which we 
will buy steel." 

As for the other question, that HSL because they follow the 
tender system will never be able to do that in time, I will 
explain our system of importing. The sources of steel sup-
ply are very well defined. One is US. From this we can 
get only through USAID. The procedure there is all laid 
down. We have to give a notice. It will be circulated in 
the country and this takes a long time. We cannot get out 
of that. In any case, US steel is the most expensive because 
of the freight disadvantage. We do not buy very much 
of steel from US. The other sources are the rupee payment 
countries. There also it is fairly simple. We give our re-
quirments through the embassies of those countries be-
cause these are all state agencies. Lastly comes the free 
foreign exchange areas. There are two main source's: 
European and Japanese. Because of cost and freight ad-
vantage, the latter is the cheapest and quickest. We have 
tried both the systems. We have tried the public notice 
tender as well as have gone directly to all suppliers in 
Europe and Japan and asked for quotations so that we are 
able immediately to negotiate and place orders on the most 
economical source. This has enabled us to place orders 
extremely quicicly, but whilst we have done this, the other 
criticism made Is that HSL has not advantised the tenders." 
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. 2.34: Answering another criticism that because a.S.L. was a losing 
concerp.. part of the work which was previously done by M.M.T.C. 
has been given to H.S.L., the representative of the Department 
stated:-

"This is not correct. If you' see the distribution between 
MMTC and HSL, you will see that only those items have 
been given to HSL which are in production in HSL. Where 
it was possible to transfer items to MMTC, 'they were 
transferred. It would be quite wrong to give up those 
items produced by HSL and give them tQ MMTC for 
the simple reason that they will not have the coordinati0n, 
knowledge of what is being produced., what is not, what 
is going up, what is not. HSL has a tremendous advantage 
in this respect. .. The other reason not mentioned by the 
Chairman is that we do not want, when we are making 
bulk imports, Indians competing with each other in foreign 
markets. There should be only one source for obtairiing 
and judging when is the best time to buy, what and from 
where ... In foreign markets, if there are competing buyers, 
it leads to a higher price. This is a disadvantage if you are 
competing for the same item." 

2.35. Explaining the advantages of bulk imports, the Chairman, 
HSL added:-

"There is another very important factor which we have found 
. in actual 'practice, that with bulking we are able to get 
charter loads. Between charter terms and liner terms, 
there 'is a difference of at least 10-15 dollars per tonne. 
This is a national saving, because a small or new importer 
can only get on liner terms. He does nQt mind paying that 
extra because he gets what he wants when he wants. But 
he is' losing that 15 dollars freight advantage. But this is 
what we are able to avoid. We are always in consultation 
with actual users and we bulk the demand and phase it 
in such a way that it can come in charter loads. Where 
oi course the demands are such that charter loads cannot 
be had as in case of wirerods, we have to accept liner 
terms." 

2.36. when asked as to why the canalisation job which was pre-
viously . done by MMTC was given to HSL the representative of the 
Department has stated:-

"It is not a question of taking it out. When it was felt that 
large scale imports may have to be made it was decided to 
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canalise them. Then it was a question of deciding: what 
should be given to HSL and what to MMTC? Broadly 
speaking what the HSL actually produces was given to 
HSL-finished sttuiI-and only in two cases it was handed 
over to MMTC despite the fact that they were produced 
in HSL, billets anc:L'semis because they were being imported 
in bulk and there were not the same kind of criteria as 
applied to various types of finished steel." 

2.37. In reply ~9 another point that H.S. L. are mjlinly responsible 
for growth and management of major portion of steel industry in 
India and canalisation activities will prevent them to give full at-
:tention to the p,roduction side of the industry,.Jhe Chairman, H.S.L. 
!has stated:-

"The import activity is done by a totally different set of peo-
ple who are part and parcel of our sales organisations. It 
is like saying: if you are engaged in sales, whether your 
attention is diverted froffl production. It is not. These 
are two different functions',' two different sets of people. 
People who are engaged in distribution, marketing or sale 
are not the people who are engaged in production; there 
is no diversion of attention at all in this matter. As part 
of domesti~· 'marketing we have taken up the imports be-
cause we are also doing export and we are able to do it 
economicaJly because the staff engaged ;s small. This is 
the reply to the second part of the q.' ~~on. From my 
personal experience I can say that on" the import has 
been organised, as it :is now today, it does not take very 
much effort on the marketing side. It is just like other 
domestic sales which we conduct." ' , 
2.38. It was brought. to the notice of the Committee that 

-the canalising charges on imports amounted to 71% which was ex-
,eessive. Explaining about t~e charges, the Chairman, H.S.L. stated:-

'" "We have fixed!~harges like this. The,re are three options open 
to the ,),\Ser. The first one is that he can take delivery, of 
the goods in the high seas for which we charge four p~r
cent on the c.i.f.value; he saves three per cent sales tax 
because of that. The second option is: they can take de-
livery after it is landed in which case We pay the customs 
duty and the port handling charges and he takes it from 
the jetty, in which case 'we charge four per cent on the 
landed cost. The third alternative is that we take delivery 
Cif the material and take it to one of our stockyards 9nd we 
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pay freight ,t;harges and we keep it in the stock yard for-
him to tak;e d~livery when he wants. For that we charge: 
7, per cent. These charges are really based on the old 
oontrol days. Importers were allowed by the Iron and Steel 
Controller 4 per cent on c.i.f. cost. This was our main 
starting point. Since then there was a committee headed 
by the Chief Controller of Imports and Exports, the Minis-
try of Foreign Trade representatives and others and they 
went into the question of these charges and considered 
what the STC an'd the MMTC were doing, what was the 
general practice in the market and they fixed these charges... 
We made exception for those who took delivery for ex-
port purposes against replenishment licences and charge' 
only two per cent. 

This question was again raisQ.d in the Iron and Steel Advisory 
, Gouncil's meeting in Calcutta and it was said that four per 

cent on the high seas delivery was high. So the Steel Sec-
retary agreed to re-examine the issue and we shall furnish 
him all the particulars. We find generally speaking that 
the charges that we have to bear are somewhat like this. 
Quarter per cent goes for opening of the letter of credit. 
Then we have the voyage period, generally three months: 
and somewhat less in the case of Japan, We have to pay 
interest at the rate of 8 per cent for three months which 
comes to about ·two per cent. 21 per cent goes in these 
charges. Our own departmental overheads our costs-we-
take as one per cent. So, you have got nearly about 31 
per cent which· hardly leaves us one per cent or around that 
as the margin which. is considered reasonable for any kind 
of import work." 

2.39. In reply to another question that how does the 7i per cent 
commission charged by R.S.L. compared to the commission charged' 
by MMTC, the Committee were informed that 'it is uniform'. 

2..40. When asked whether it was a fact that when R.S.L. took 
up the canalisation of imports of the steel materials, the import was 
stopped for six months, the Cmnmittee were informed:-

"The policy regarding this year was formally announced on 
1st May, 1971. The agencies for eanalisation of steel items 
were notified on 28th July, 1971, I may mention that there 
was canalisation in force even in the previous yea'r 1970-71. 
Both the MMTC and the HSL were aiready functioning as 
canalisation agencies. There was a slight delay in the an-
nouncement of the canalisation agencies for new items an-
nounced this year. 
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It did not have any significant or substantially effect on 
the import licences." 

2.41. It was represented to the Committee that canalisatron would 
create difficulties where certain special qualities, etc. are necessary 
and the authorities concerned, purchasing as they normally dO' by 
a tender system, would not be able to account for these variations. 
When asked that in order to tide over such difficulties whether 
the industry may be allowed to import directly the Chairman, HSL 
has stated:-

"When a particular party wants a particular type of steel in 
small quantity, we do not insist on canalising that item. 
We give a letter of authority. That is what we have done. 
That procedure will be followed." 

The representative of the Department has added that where ther~ 
is real hardship and small quantity has to be imported or there are 
special problems with the user, we give that letter of authority. 

When asked whether the procedure being adopted in this regard 
are known to the parties, the Chairman, H.S.L. has stated:-

"We regularly meet the Associations like the Engineering As-
sociations, the Tube-making Associations etc. We regularly 
meet and discuss such matters and if they face any diffi-
culties we find out how to resolve them and help them. 
We go through this procedure and they know also about 
it." 

2.42. The Committee note that while the d~ision for canalising-
the imports of steel was taken on the ,1st May, 1971, the agencies 
for canalisation were notified on the 28th July, 1971. The Com-
mittee Ihave reeeived representations that due to delay in the' 
announcement and setting up of the canalising agencies, the Engi-
neering Industry suffered for lack of imports in time. The Com-
mittee are unhappy to note that dut1nJg this period, when there was 
acute shortage of steel, there was no import of raw materials and 
the industry had to suffer. 'l'he Committee feel that had there been 
better advance planning the industry would not have suffered for 
want of steel. 

2.43. As steel is imported from various countries under different 
credit conditions, the industry finds wide differences of prices for 
identical materials offered by the same canalising agency. In order' 
to deal with this dlftlculty. the Committee would like Government 
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40 conside1' the feasibility of eharging a pool price for imported 
"steel. 

2.44. The Commjttee not~ that at present the steel imports are 
.canalised through Hindustan Steel Ltd. and the Mines and Metals 
'Trading Corporation. The Committee do not see any ostensible 
advantage in importing steel through two public sedor agencies. 
The Committee would like Government to examine whether the 
steel imports cannot be entrusted to a single canalising agency 
which has the best expertise and distributive ~r~gemcnts to 
serve the industry. 

D. Rated Capacity and achievements of Steel Plants and measures 
to incre __ se rated capacity 

2.45. The following table shows the output of steel in 1970-71 
and that in 1969-70 as against the capacity of the five steel plants 
in the country:-

.PUBLIC SECTOR 

Bhilai 

Durgapur 

Rourkela 

. PRIVATE SECTOR 

TISCO 

lISCO 

STEEL INGOTS 
Million tonnes 

SALEABLE STEEL 

Capacity Pr('duction Capllc'ty l'roductitn 
1969-70 1970-71 1969-70 1970-7J 

2'5 !·86 1'94 1'965 1'50 I' 55 

1·6 0'82 0'63 I' 239 0' 50 0'41 

I' 8 1'10 1'04 I' 225 0'80 0,68 

2'0 1'71 1'71 1'500 1'44 1'37 

I' 0 0'70 0'63 0'800 o· 57 0' 52 

8:9 6, 19 5'9S 6'729 4'80 4'53 

2.46. It was reported that the steel supply position continued 
,tt> be disturbing because during the first six months of 1971-72 
(April-September, 1971) the production of the saleable steel by 
the main steel plants was only 2.101 million tonnes. When the 
Committee enquired 8,bout the reasons for shortfall· during the first 
six months of 1971-72, the representative of the Department stated 
. that accidental falling down of roof of the steel melting shop in 
itourkela, unexpected breakdown in the functioning of the cokeoven 
at Bhilai and labour unrest in Durgapur were the principal reasons 
for shortfall in 1971-72. The Committee were informed that due to 
roof collapse in Rourkela, the loss of ,production was roughly 350,000 

'tonnes of steel ingots. 
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¥-47. When asked about the measures taken to achieve greater 

utilisation of the existinll capacity in the Steel Plants, the represen-
t~tiV\! of the Department stated:-

"We took very special steps to have the repair done quickly. 
The best estimate was that such repair could not be com-
pleted before the middle of January. But We more or 
less completed the repairs by the end of November and 
the production is normal now . 

.As far as cokeovens are concerned, we got a Russian specialist 
who has been working at Bhilai. He has taken action to 
ensure that the pushing of coke is maintained at a fairly 
high level. But unfortunately, when there is trouble in 
colreovens, it cannot be dealt with in the short term. It 
takes considerable time. Unfortunately, the cokeovens 
everywhere-Bhilai, Rourkela, Jamshedpur and IISCO-
are giving trouble today. We had appointed a special 
group to go into this. Their recommendations have been 
considered and they are under implementation. It will 
take at least two to three years ,before the cokeovens 
trouble can be completely overcome. 

Regarding industrial relations, the Minister has himself been 
to Durgapur and other Plants . and has had discussions 
with officers as well as trade unions with a, view to bring-
ing in a better atmosphere. Some improvetm!nt has been 
noticed but in place like Durgapur, it is very difficult to 
achieve results in a short time. The Ministry has appoint-
ed a Task Force for each of the Public Sector Plants, under 
the Department. We have Task Force meetings every 
two or three months to identify the problems and find 
solutions. In respect of each of the HSL units, we have 
had a minimum of four task force meetings in the last 
9 months. 

'One of the biggest problems which faces HSL plants as well 
as lISCO has been the maintenance problem. The plants 
have not been maintained properly. In a state of shortage, 
the manager postpones preventive maintenance because 
he is pressed for production of steel. It is well-known 
that our plants have not been maintained very well. There 
are many reasons. There have been difficulties about 
spare parts, about import licence, etc. Spare parts have 
not arrived in time in spite of the best efforts. To over-
,come this problem, we have now made a 3 year plan not 
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only for our plants but also for Tatas and IISCO. First1y~ 
they identify the requirements over a period of ~. 
years, of spares, refractories, etc. Then they divide it: 
into what is required from abroad and what is required 
from India. As far as foreign exchange is concerned, con-
sultation is now going on With the Economic Affairs 
Department to take a long term view and give us the-
allocations so that there is a sensible allocation of foreign 
exchange. If you delay these things, even the expendi-
ture on foreign exchange increases. This we hope will 
look after the maintenance problems. 

There have also been more frequent vtisits by the Minister 
and senior Officers to the Plants and we have discussed 
problems of each plants locally. Whenever their senior 
officers come here; we discuss the problems. We have 
taken special steps to give them the confidence that when 
they present any problems to Delhi, they will be looked 
into on a very high priority this not only for HSL but 
for the two private sector plants also. I can give you many 
instances in which these plants have come to us with small 
problems which have a rather large effect on the plants, 
for which we have found solutions within days and some-
times within oours." 

2.48. It was enqUired whether steel plants had machine making 
facilities for manufacturing the spare parts required by the Steel 
Plants. The Committee were then informed by the representative 
of the Department:- . 

"8 or 9 months ago, we appointed a Committee to go into the 
problem of standardisation. We appointed another Com-
mittee to go into the problem of indigenous production. 
We have five plants toda;y established with different 
collaborations as turn-key jobs. So, their eqt1ipments are 
different. We thought it would be good if for all the 
expansion of the new units which come up during the 
seventies, we standardise the designs, not only for blast 
furnaces, coke ovens etc., but also for material handling 
equipments etc. With this standardised equipment the 
manufacturers will get 18!'ger orders. It makes it much 
easier for indigenous production. 

An assessment was made by the requirements of the Steel 
Plants which could be made in India and requirements 
which must be imported from abroad. Along with this, 
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we have a three-year plant for production of spares. On 
6th January, 1972 we had a meeting in Calcutta with FI\CCI. 
In this meeting there was a seminar with industrialists t~ 
see how they can start production in cooperation with 
HEC, MAMC, with a view to increase the total production. 
After that, we had a meeting on the 10th January in 
Ranchi attend~d by some 35 leading manufacturers from 
all parts of the country. We had a full and free discus-
sion. In the afternoon, they were allowed to go and see 
the drawings in the HEC. This was done to encourage 
them to have a coordinated and realistic plan for manu-
facture. A number of people have already responded and 
written to uS saying that this was a good idea. 

Weare hoping that the effect of all this will be that in full 
coordination between HEC, MAMC, and other major 
manufacturers like Mukurids, ACC, A VB, Larsen and 
Toubro, Utkal Machinery etc. we will be able to have 
a plan under which firstly, for each equipment we will 
divide the components and they will be produced at least 
two places. Secondly, we will have spare parts identified 
which each of these undertakings can take up. I think 
we will get significant results from these efforts." 

2.49. Regarding the proposed thre~ year plan to tackle the pro-
1llem of spare parts for steel plants the representative of the Depart-
ment was asked whether they had experienced any delay in getting 
clearance of the foreign exchange requirements from the Depart-
ment of Economic Affairs. The representative of the Steel Depart-
ment has informed:-

"As far as this three year plan is concerned, if there has been 
delay, it has been on our side. It has taken up nearly 
one year to get the full details from all the five plants 
to make a Plan in a presentable form and the discussions 
'are taking place now. I do not expect trouble from the 
Economic Affairs Department. I have found that if you 

'take a long-term view, you save considerable money. If 
you take the requirements of spares of a particular item 
for three years, you get a bulk requirement and you can 
place an order which the' indigenous producer is tempted 
to take. But if you place an order for one year only of 
one or two items, it takes time and costs more money." 
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2.50. When aslredas to how the problem of spare parts is being" 
tackled :in" private sec~ like· Tatas "and" whether t):te same system 
could not be adopted in tHe.public seCtor plants, the Committee were 
informed during eViderice:-

"They have attacked the" problem in two ways. They have 
recently set up facilities in Adityapur which gives them 
the spare parts almost on the spot. The same kind of 
thing has happened In Bhilai. But Where :you cannot 
produce it within the country with the facilities available, 
they put in an; application for import licence. When this 
comQS up to Government, beeause of shortage of foreign 
exchange, you go from one place to another and there are 
delays ... We are trying to do that also, but the real pro-" 
blem is, even if you can do it to a very limited extent only. 
Many of the things have to be made in large manufac-
turing units or imported. Imports in the past "book time 
because they were being progressed item by item inde-
pendently. "But if you consider it as a whole and tell 
the Eeonomic Affairs Department that the requirements 
of, say, German credit during 1973-74 will be of this order, 
they will earmark it in advance. What Tatas and Bhilai 
have done looks after many problems which arise from 
day to day and which are settled locally. But this is only 
5 to 8 per cent of the total work required to be done." 

2.51. About the coke oven problems, it was asked whether the" 
quality of the coke was in any way responsible for it, the represen-
tative of the Department has stated:-

"There are two Or three major problems. As far as the supply 
of coke is concerned, coke is to come from within the 
country and the best that is possible is being done. It is 
not wry good coking coal as compared to other countries 
but you have to put up with it ..... but that is not the" 
real problem of th~ functioning of the coke oven. Opera-
tion of coke oven is very very difficult because people who 
were pushing coke etc., 'and operating the coke ovens have 
to work at near very very high temperatures. Secondly, 
it is such a sensitive plant that it must have full techno-
logical discipline and therefore it is quite easy for our 
people especially in a hot country not to obSf!E.Ve 100 per 
cent technological discipline. Secondly this also makes-
maintenance extremely important and if there is neglect 
of maintenance even for one week or 10 days or 15 days' 
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it can make a vital difference. The third ,thing is that, 
when the coke aven does Jl0t fwu:tioll 100 per cent,tbe 
gas that it pravides far heating purposes is deficient ~nd 
ralling mills do. nat wark effiCiently. In fact a steel plant 
is' like a human being withaut a brain. If ane part does 
nat wark, the whole body's functio~ng gets affected. 

Therefore, it is essential not only to. have technological dis-
cipline but to have full maintenance to Ceal with the 
problems very quickly whenever they arise. It should 

, also be stated that when we consider H.S.L. it might be 
wrong to compare it with TISCO because TISCO started 
production in 1911. It reached ane million ton mark in; 
1941 and they have built up an enormous experience in 
the country for steel production and the problem of steel 
plants. In H.S.L., in the public sector side, the experience 
is very limited. The number of people who have been 
drawn fromaH over India are not fully trained people. 
The foreign companies have installed equipment based on 
their own experience and it has been found that it is 
either because our people8.1'e not fully given the training' 
in working on that speed or not working with that kind 
of equipment or the technological discipline or because of 
our climatic canditions or some deficiency is found in 
coking coal or iron are. These deficiencies have been 
found after the steel plants have worked for some years. 
These deficiencies are now being made up. But to make 
up the deficiencies also, it takes time. So these are big' 
problems and it would be wrong to think that they can be 
put right over night. At the same time, I can say, if we 
very earnestly pursue these problems, there is no reason 
why over a periad of one year we should not get better' 
production and within about two or three years we should' 
not reach 85 per cent of the rated capacity." 

2.52. In reply to question about target and production of steel 
during 1971-72 the Committee were informed that despite the loss 
of 350,000 tannes of steel ingots the coke oven problems in Bhilai 
and labour prablems in Durgapur etc., the expectation is that the 
total praduction in the ,cauntry will be roughly the same as last 
year i.e., 4.5 million tannes af saleable steel ar 6 million tonnes of' 
steel ingots. 

2.53. When asked that despite the Rourkela loss, coke aven trauble-
and labour prehlems, if it was passible to. manage the same pro .. -



.duction as was produced lut year then what was wrong with the 
production last year, the representative of the Department has 
-explained:-

"There were a number of difficulties last year. The main 
point is that the production which we got in 1970-71 was 
inadequate because it represents, in all the fi~ plants, 
only 67 per cent of their rated capacity. In my opinion, 
it should be possibm for an efficiently run plant to reach 
a minimum of 85 per cent. Only Tatas and Bhilai have 
reached ,bout 80 per cent and the others are much below 
it. Therefore our targetted :production for 1971-72 was 
high and I will also say this, that even if we had got the 
350 thousand tonnes, this year's production would have 
been lower than the target fixed. But it certainly shows 
also that in 1971-72 the production would have been at 
least 350,000 tonnes more than in 1970-71. In other words 
the improvement is there but it is not satisfactory." 

2.54. In reply to another question as to what was the necessity 
"Of fixing a target when it could not be achieved, it was stated that 
''''the target is an as!essment of what should be produced if every-
"'thing works well." 

2.55, The following table gives information about the physical 
.targets laid down and achievements regarding capacity, production 
etc. for saleable pig iron, steel ingots and finished steel for the 
,.country (that is for all plants in public and private sectors) during 
..the last three Five Year Plans and the Fourth Five Year Plan:-

Targets and Achi€V£mcnts 

(million t0nncs': 
--,-------". -,.,----,_ .. --'"'----- ._---- -----

11:950 -5 1 

Rated clpacity in 1950-51 
Projuction in 1950-51 

<I955-56 
Targ~tted Rated Capacity. 
T .lrgetted Production 
Actual Production 

·-By 1957-58. 

Saleable Steel Finished 
Pig Ingots Steel 
Iron 

234 

'75 
'3~ 

, ,- ---------
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- ... ----~.------
't 2 3 .. 

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

~960-6I 
Targetted~ated Capacity, 9'80 4'6~ 

Actual capacity I' I 6'0 4'5 
Targetted,Production 7'50 4'3 
Actual Production 1'1 3'3 2'4 

'915 S-6ti 

Targztted Capacity 1'5 10'2 7'5 
Actual Cal'acity I' 2 6'7 5'1 
Targetted Pro,11lcfion 1'5 9'2 6,8 
Actual Production 1'2 6'5 4'5 

'1966-67 

Targetted caolleity 1'5 8'9 6'7 
Actual Capacity I' 2 7'6 5'5 
Targetted proc1uctinn 1'3 7'0 5'2 
Actual prodUction t' 0 6,6 4'4 

"1967-68 (Annual Plan) 

Tarietted C3Plcity 1'2 8'9 6'2 
Actual capacity r' 2 8,6 6'3 
T .1rgetted production 1'2 7'S S'7 
Aciual production 1'12 6'3 4' 1 

"1968-09 (Annual Plan' 

Targetted c:lpacily 1'3 10'0 6,8 
Actual capacity I'C! 9'0 6'9 
Targetted. production 1'3 7'5 5'5 
/\ctual produc'ion I' 5 6'5 4'7 

'l9'69-70 
Targetted c"m;city 1'3 9'0 7'0 
Actual capacity 1'3 9'0 6'9 
Targetted production 1'3 7,'5 5'S 
Actual production 1'539 6'433 4'786 

"1970-71 
Tar~etted caopcity 1'3 9'0 7'0 
Actual capacity 1'3 9'0 6'9 
Targetted prouction I' 1 7'6 5'7 
Actual production -, 1'273 6, 114 4'490 

"'971-72 
Targetted CJplcity 1-3 9'0 7'0 
Targetted produc{i(m I' 4 7'0 6'0 

"9':'3-74 (IVth Plan) 
Targetted capa~ity 4'100 12'0 9-0 
Tarietted prodUCli"!1 "3'800 10'0 8'1 

'528 L.B,-'4. J 
_ .. _-
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2,56, The following table gives the 'Percentage of the finished! 
steel production to the plan targets:-

1955-56 
1960-61 

1965-66 
1966-67 

1967-68 
1968-69 

1969-70 
1970-7 1 

Finished Steel ProduClion 

(1) & (2) in mill on tonnes 
Plan Actual (2) as 
Target s Prodilc- "" of (1) 

Produc- t ion 
lion 
(I) (2) 

1'6 1'3 79 ';, 
-l' 3' 2'4 56'1[1 

6'8 4'5 661(, 
5'2 4'4 85'" 

5'7 -l' I 73 " 
5'5 4'1' 85 " 

5'5 4'7 87 ':;, 
5'7 4'4 79"" 

It would be seen from the above table that production of finished-
steel has fallen short of the targets during the period' of all the-
Plans. 

2.57. Explaining the reasons for steep fall in production percent-
age against the actual capacity in 1960-61 as compared to 1955-56 
percentage the Committee were informed during evidence:-

"The reason is that in 1955-56 the actual capacity for saleable 
steel was 1.6 million tonnes and in 1960-61 it became 4.5-
million tonnes, and this was about the time when new 
steel plants had begun to function. The percentage of 
production lagainst actual capacity had' gone- down because 
it was the beginning of the new plants in the H:S.L.". 

2.58. It was envisaged that in the Fourth Five Year pran, the capa-
city of the steel industry for steel ingots would be stepped up from 
9.0 million tonnes to 12.0 millions and that the' production of steel' 
ingots would go up from 6.5 million tonnes in 1968-69 to 1'0.0 millio"" 
tonnes in 1973-74. According to IVth Plan Mid'Term Appraisal: both 
in terms of production as well as additional capacity, the progress-
has not been satisfactory and that production has' been around 65'· 
to 70 per cent of the installed capacity. 

2.59. The Committee take serious note of" the fact that the steet 
production has been around 65 to 70 per cent of tlie' installed' cape-
«!ity and that in none of the Plan periods i.e~ from: 1955-56' onwarde-
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the production targets have been achieved. The Committee fail to 
understand the rationale of the production targets when there is 
shortfall in year after year. 

2.60. Considering that the public sector in steel now commands 
a dominating position and has experience of more than a dl~cade to 
its credit, it should certainly be within our reach to take remedial 
measures on priority basis and in a co-ordinated ma~er so as to 
achieve the maximum output from these Steel Plants in which have 
been invested large amounts of scarce resources of the country. 

2.61. The Committee would like Government to bring out a 
comprehensive W,hite Paper on the existing state of production in 
each of the Steel Plants and the measures that have been taken or 
are proposed to be taken to improve their performance. This Paper 
may be placed on the Table of the House so that Members have an 
opportunity to go into the matter in detail. 



CHAPTER III 
PLANNING 

A. Development programme for Steel in Fourth PIe 

3.1. The Fourth Plan envisaged that the capacity of steel industry 
will be stepped up from the level of approximately 9 million tonne! 
in 1968-69 to 12 million tonnes of ingots by 1973-74. The specific 
programmes for iron and steel expansion included are the expansion 
of Bhilai Steel Plant and the completion of the Boka1'O' Steel Plant's 
first stage of 1.7 million tonnes ingots capacity and its expansion to 
the capacity of 4.0 million tonnes on a continuing basis with a view 
to achieving a capacity of 2.5 million tonnes by 1973-74. The expan-
sion programme for Bhilai Steel Plant envisaged stepping up its 
capacity from 2.5 million to 4.2 million tonnes, including the estab-
lishment of Plate Mill etc. to meet the shortages of plates. In the 
private sector, the Plan expected marginal addition to the IISCO 
capacity from 1.0 to 1.3 million tonnes of ingots by 1971-72. In view 
of the long gestation implicit in the creation of additional capacity for 
steel, for meeting the future requirements of steel and pig iron, it 
was stated that detailed studies were in progress in respect of Hospet 
(Vijaynagar), Salem and Visakhapatnam. 

3.2. The approved Fourth Plan ounay for the Steel Development 
Programme is as under:-

Sl. 
No. Project 

(Rs. in crores) 
----- ---------------

2 

Fourth 
Plan 
Outlay 

3 
-----.---.--------------.-~- .. -- ---_._--_.-------

Continrling schemes 
I Bokaro Steel Plant 558 ' 00 

2 E'<Plnsion ofR')'lrke\1l St!el P\l"lt from I to 1.8 m·llio!1. tOnnes of in- I 
guts. . . . • • • • . .• I 

3 EKoansion of Durgapur Steel Plant from I to I' 6 million tonnes of I\.. 
ingots r 51'00 

4 E'Coansion of Bhilai Steel Plant from I to 2' 'I million tOnnes of I 
ingots " 

5 Mechanisation of Dalli Mines for Bhilai 18' 92 

6 Mysore Iron and Steel ~rorks 5' 90 

TOTAL (A) . 633'82 
---_._----_. -.--.------------,----------
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2 

New Schemes 

1 Expansion of Dh;lai Steel Plant from 2' 5 to 4 milLen tor.l1c:S jrdud T g 
a Plate Mill and a second Sintering Plant . . . . . 

2 Expansion of capacity ofBokaro Steel Plant from I' 7 t04 milli on tonnes 
of ingots . 

3 TechnOlogical improvements, balancing equipment ar.d fini~h·r.g f(ci-
)jtje~ in th~ existing steel plants 0{ HSL . . . . . 

4 Advanceactiononadditior::l c~Ncityfortl".e 5\h n~l1 (rl~ !tul 
plants) 

5 Cold rolled grain oriented sheets Plant 1 
6 bh~~~~ j 
7 Expaosian of Dur.gapur AHoy Steel Plant 
8 Mysore Iron and Steel Works (expansion) 
9 Seamless Tube Plant 

10 Tenughat Dam (for water supply to Bokaro) 

3 

III'OO 

122'00 

45'00 

110'00 

20'00 

3'00 

9'00 

8'50 

TOTAL(D) 438'00 

GRAND TOTAL OF CA) & CB) 1,061.82 

3.3. Regarding the progress made in respect of the various con-
tinuing and new schemes included in the Fourth Plan, the O:>mmittee 
have been informed in a written note as under:-

(i) Continuation of Bokaro to 4M.T. stage 

Bokaro's first stage is under implementation. In order to meet 
the increasing demand of flat products, it has been decided to con-
tinue the costruction of Bokaro to 4 M.T. stage. A 'crash programme' 
has been launched in 1971 in order to achieve an intermediate stage 
of C!apacity for producing 2.5 million tonnes of steel ingots, a year 
after :~e commissioning of the 1.7 million tonne stage. The Detail-
ed Project Report for the expansion, to the 4 million tonne stage, 
originally prepared by the Soviet Consultants, is being updated by 
the Central Engineering and Design Bureau, who have been appoint-
ed as the Principal Consultants for this project; Mis. Dastur and 
Co. have been allotted similar consultancy functions as during the 
first stege. The determination of the product-mix for this expansion 
of Bokaro is currently under examination. Based on the experience 
gained during the first stage, advance actions for procurement of 
equipments, structures and refractories for second stage have also 
been initiated. Letters of Intent for the procurement of 32,460 tonnes 
of equipment and 16,758 tonnes of structurals have already been 
placed on the Heavy Engineering Corporation. 
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(ii) Bhilai's III Stage Expansion to a capacity of about 4 M.T. 

tIl regard to the expansion of Bhilai Steel Plant from 2.5 million 
tonnes to about 4 million tonnes, the Feasibility Report received 
from Hindustan Steel Limited, has been examined in consultation 
with the Planning Commission and a decision has been taken to go 
ahead with this expansion. A Detailed Project Report for this 
scheme is being prepared by the Central Engineering and Design 
Burean. Under this expansion programme, the extra hot metal 
available from the Sixth Blast Furnace at Bhilai (Sixth Blast Furnace 
was commissioned on July 31, 1971) and due to incorporation of tech-
nological improvements in the blast furnaces, will be converted into 
steel in a new LD Shop and steel thus available continuously cast 
into slabs and blooms to produce 700,000 tonnes of plates ,and about 
600,000 to 680,000 tonnes of billets/medium sections. The completion 
time schedule and project estimates will be brought out in the Detail-
ed Project Report. The Feasibility Report envisaged an expenditure 
of about Rs. 226.8 crores. Bhilai 4 M.T. Expansion Scheme was re-
cently reviewed in consultation with the Planning Commission. It 
was suggested that necessary steps should be taken to ensure com-
pletion of the project by 1976-77. Hindustan Steel Limited have been 
requested to prepare a detailed completion schedule in consultation 
with the C.E.D.B. Consultants for the project. 

For improving the availability of iron are and to provide suffi-
cient are fines of requisite quality for increasing sintered are burden 
to the blast furnaces lat Bhilai, clearance has also been given for 
mechanising. The Dalli Mines, now being manually operated. The 
work is in progress. Keeping in line with the modern trend the ore 
from Dalli Mines would also be sized for improvement of blast fur-
nace burden. A second sintering plant to utilise the fines available 
from Dalli after mechanisation was also sanctioned in February, 1971. 

(iii) Salem, Hospet and Visakhapatnam Projects 

Progress of work on the new steel plants at Salem, Hospet (Vijay-
nagar) and Visakhapatnam has been dealt in Part C of the Chapter. 
The capacity envisaged for each project is:-

Salem 

Hospet and Visakhapatnam 

250,000 equivalent ingot tonnes ('If special 
steels. 

2 million tonnes each of mild steel in~ots. 
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I(iv) Alloy 'Steel Plartt -Expansion 

To meet the increasing demand for alloy steels, particularly cold 
Tolled stairiless steel sheets, the expansion of Alloy Steels Plant, 
Durgapur, from the present capacity of 60,000 tonnes of finished steel 
10 180,000 tonnes has been approved. The Central Engineering and 
Design Bureau have been entrusted with the work of preparing the 
Detailed Project Report for this expansion programme. 

·(v) eRGO Sheet Plant at Rourkela 

There is also a proposal to set up a C.R.G.O. Sheet Plant at Rour-
kela with capacity of 32,000 tonnes of cold rolled grain oriented 
-sheets required in the transformer industry and about 24,000 tonnes 
of cold rolled non-grain oriented sheets, required for manufacture of 
'heavy electrical motors. Hindustan Steel Limited are currently 
negotiating for acquiring know-how for production of CRGOICRNGO 
:Sheets. 

-(vi) Refractory .Plant 

The Public Sector Steel plants have so far been dependent for 
"their refractory requirements entirely on purchases from outside. 
Considering the serious difficulties, which have been experienced in 
the procurement 'of refractories in requisite quantities and of assured 
quality and keeping in view the proposed Steel Development Pro-
gramme, whiCh will throw up additional demands for refr.actories 
in the coming years. It has been decided, as a first step, to set up 
a refractory plant at Bhilai with an aggregate capacity of about 
"100,000 tonnes of different types of bricks. The Feasibility Report 
On this refractory projects received from Hindustan Steel Limited 
has been examined and accepted. A Detailed Project Report is under 
preparation. A Committee has also been set up consisting of repre-
seritatives of Government Departments concerned, the Steel Pro-
ducers and the Indian Refractory Manufacturers' Association, to 
assess the demand of refractories of various qualities and specifica-
·tions required by the Steel Industry in the next 10 years, and to 
suggest concrete steps to be taken to meet this demand taking note 
of the available production capacity in the country, the availability 

'of raw materials and the capacity for indigenous manufacture of 
refractory plant and machinery, 

'(vii) Searriless Steel Tube Plant 

-There is .also .a proposal to get up a Seamless Tube Plant with a 
fCqpacity of about 80,000 tonnes per annum. The Feasibility Report 
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prepared by the Central. Eilgineering and. Desig}ll Bureau is CtJrrent~ 
under examination. 

In addition to the abo¥e, ,a programme of intz:oclliction of techno-
logical improvements, additional balancing and finishing facUities for-
diversification etc. to be progressively implemented by the end of" 
Fourth Plan has also been included in the Fourth, Plan Programme. 

The Steel programme in the Fourth Plant consisted' of (i) in-
creased production in the existing plants, thr.ough, technolbgical im-
provements; (ii) implementation of expansion. and continuing pro-
jects, namely, Bhilai, nsco and Bokaro; and (iii) establishment of-
new steel plants essentially to meet the requirements in the Fifth 
Plan. 

3.4. According to the Mid Term Appraisal of the Fourth PI,an by 
the Planning Commission both in the term of production as- well as; 
additional capacity, the progress has not been satisfactory. It has 
indicated that for a variety of reasons, the implementation of the 
first stage of Bokaro has got prolonged, shortage of steel. delay in 
the delivery of indigenous equipment by H.E.C: and other suppliers,. 
and labour problems are stated to be among the factors responsible. 
According to present anticipations, the first stage is expected' to be 
commissioned in stages, commencing from April, 1972, Efforts are, 
however, being made to complete the 2.5 million tonne stage, along 
with the hot strip mill, by the end of the Fourth Plan. The cost of 
project has gone up significantly, and the Plan outlay has aJso- now 
been substantially increased. In regard to Bhilai Expansion, the 
scope of the project has since been revised. The revised scheme is; 
now expected to be Commissioned only by 1976, The expansion of 
IISCO has made no progress and is not expected to materialise-
during the Fourth Plan. Based on the above anticipations, the capa-
city and production of steel, in 1973-74, are likely to be order of 11.8 
and 8.25 million tonnes (ingots) respectively, as against 12.0 and 10.8' 
million tonnes respectively envisaged in the Plan. Regarding the' 
three new steel projects Visakhapatnam, Hospet (Vij.ayanagar) and; 
Salem, the sites have been finally decided upon and land acquiSI-
tion proceedings started. The preparation of techno-economic studies 
on raw materials are also in progress. Final decisions on the pro-
duct mix for these projects are expected to be taken in the near 
future. 

3.5. According to the Fourth Plan Mid-term Appraisal, the follow-
ing table indicates the production targets and achievEmient's- of stftJI 
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S1. Item Unit 
No, 

I, Steel Ingols Million 
tOnnes 

2. Finished Sted ' Do, 

3, Pig Iron for DO, 
Steel 

1973-
74 

target 

51 

1969-
70 

actuals 

1970- 1971- 1973- SUrplus' 
71 72 74 shor-
actuals anti- likely tages 

cipated achi'eve- 1973-
ments, 74 

10'80 6'48 6'11 6'75 8'Z5 --z'50 

S'IO 4'80 4'47 5'60 6'70 --1'40 

3' 80 I' 40 I' Z5 I' 40 3' 30 -0' 50-

4. Alloy & So~cial '000 220 00 140' 40 200'00 zoo'OO 247' 00 ·i 27'(1(l' 
Steel tonnes. ---_ .. _---_ .. __ .•.. --_ ... ". _._----.. _--

3.6. The Committee note that due to variety of reasons like-
shortage of steel, delay i'n delivery of equipment by suppliers and' 
labour unrest, first stage of 1.7 million tonnes of Bokaro Steel Plant 
has been delayed. Similarly the revised Bhilai Expansion Scheme 
is now likely to be completed by 1976-77. 

The Committee are perturbed to note that due to the above 
factors the production of steel at the end of the Fourth Five Year 
Plan would faU short of the target by about 1.4 million tonnes. The 
Committee would urge that Government should make concerted 
efforts to improve the utilisation of existing plants to make up this 
shortage. The Committee would also urge that the expansion pro-
grammes for Bokaro and Bhilai should be implemented on priority 
basis. 

B, Estimated Demand for Steel by 1975 and 1980 

3.7. According to the Annual Report of Department of Steel, the 
Steering Group set up in March, 1968 by the then Department Iron 
and Steel to project the demand for finished steel during the Fourth 
Plan Period had estimated that the demand would be about 8.42 
million tonnes in 1973-74 and 12.77 million tonnes in 1978-79. 

3.8. Similarly, the demand for pig iron had been estimated at 3.10 
million tonnes in 1973-74 and 4.40 million tonnes in 1968-69, After 
taking note of the existing capacity available in the country includ-
ing the secondary units, the gap to be bridged was estimated at over 
2 million tonnes of finished steel in 1973-74 and over 6 million tonnes 
in 1978-79. 

However, as the above project of demands was based on studies 
undertaken in 1968, when the country had just emerged from condi-
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-tions of economic recession, it was considered necessary to make a 
"fresh appraisal of the demand taking note of the rate of growth of 
the economy during the last three years, Accordingly, the National 

'Council of Applied Economic Research were asked to undertake a 
study to uptodate the demand projections for the years 1975 'and 1980 
primarily with a view to enabling Government to take up a phasE'd 
programme of building up additional steel-making capacity, 

3,9, According to the National Council of Applied Economic Re-
search Report on Demand for Steel (1975-80), the total steel re-
quirements in 1975 and 'in 1980 will be as follows:-

---- ---------------
1975 1980 

(Thousand tonnes) 

Finished Steel 7,61I,g 12,859'0 
Semis 257'5 444'2 
Steel castings III'6 226'7 

The break-up of the estimated demand for various categories of 
finished steel in 1975 and in 1980 given by the National Council of 
Applied Economic Research is:-

TOtal TOtal 
Demand Demand 
jn 1975 in 1980 
(Thou- (Thou-

Name of item 

sand sand 
tons) tons) 

.. ---.----.. ------
2 3 -----------------------------------------------------

Finished Steel 

BarS and Rods 

Wire rods 

Light and medium structurals 

Heavy structurals 

Plates 

COld-rolled sheets and stips 

Hot-rolled sheets and strips 

Skelp 

GJlvaniscd Plain sheets 

Galvanised corrugated sheets 

Tinplate 

7,6II'8 

2,226·g 

484'3 

780'5 

270' 5 

729'4 

555'2 

1,286' 5 

381'6 

91' 4 

150'6 

300'0 

12,859'0 

3,770'4 

816'2 

1,335' I 

420'7 

1,476 ' 9 

988'2 

2,221'0 

784'2 

lIo'7 

200'6 

450'0 

--------------------------------------------------



:Rails 
Sleepers 
'Fish Plates 
B.:aring plateS 
-Crossing sl.:epers bars 
Wheels, tyres and axles -_ •.. _-_.- --'---' 
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z 3 

220'0 220'0 
75'0 75'0 
7'0 7'0 

15'0 IS'O 
g,o 8'0 

30'0 30'0 

3.10, Keeping in view the increased demand fore.cast by N,C,A.E,R. 
.of various categories of steel by 1975 and 1980, the Department of 
Steel have furnished the following production figures in 1970-71 and 
1971-72:-
---" 

Projuction of Finished Steel (In thousand tonnes) 
1970 -71 1971-72 

CATEGORY (April· 
Sept,) 
(PrOVi-
sional) 

--~-----' 

2 3 

Light & Medium Structurals 641'7 250'4 

Heavy Structurals 238 '3 III'S 

Heavy RailS-1St Class 243'7 97'9 
2nd Class 145'4 61'3 

Light Rails 5'5 3'3 

Black Sheet (Plain)-
(i) Hot ROlled 212'4 114'6 
Cii) Cold Rolled 85'2 46 '8 

G,P, Sheets 72'9 22'9 

. G,C, Sheets II7'2 53'9 

Plates z71'4 141'5 

Bars 1,055'7 503'0 

Rods 517'6 219'8 

Wires- (i) Black 48's 41'3 
Oi) Galvanised 34'8 21' I 

(iii) Others 52 '4 34'4 

Hoops 6'6 3,4 

Strips- 0) HOt Rolled 91'6 32'7 



(ii) COld ROlled 

Box Strappings 

Steel Sleepers 

Tinplares 

Ske1p 

Wheels, Tyres and Axles 

Special Sections 

S4 

TOTAL 

2 3 
-----

100' I 53'6 

6' 7 J 2'6 

58'8 32'0 

133'4 53'9 

242'6 114'1 

37' 5 13'0 

57' 5 32'8 ---- ---
4)477'4 2)062'4 --

3,11. In a written note, the Department of Steel have furnished 
the following estimated steel capacity in terms of ingots in 1975 and 
in 1980 in the case of main producers:-

Existing Capacity 

A, Bhilai 

B, 

C, 

Durgapur 
Rourkela 

TISCO 
lISCO 

Expansion 

Bhilai 
lISCO 

New Capacity 

Bokaro 
Vizag 
Vijayanagar 

(P) Provisional 

Steel b,got Capacity 
(In million tonnes of ingots) 

------_._------_.-
J975 

2' 50 2' 50 
1'60 1'60 
I' 80 1'80 ----
5'90 5'90 ---- ----
2'00 1'50 

1'00 1'00 ---
TOTAL A 8'90 8'90 --- ---

I'SOCP) J'50CP) 
o'30(P) 

TOTAL B 1'50 I' 80 

4'00 400 
2'00 
2'00 ---- ---

TOTAL C 4'00 8'00 ---- ----
TOTAL A+B+C 14'40 18'70 
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It was further stated that the present capacity of the main pro-
,ducers of 6.74 million tonnes is estimated to go up to 11.50 million 
.tonnes in 1915 and to 14.7 million tonnes in 1980. If the production 
of steel is at a reasonable level of capacity utilisation by 1980, say, 
90 per cent the steel production within the country will largely meet 
the domestic demand. If, however, production does not match the 
demand, steps will have to be taken to increase imports, subject to 
foreign exchange considerations. All possible efforts will, therefore, 
have to be taken to see that production, increases to the maximum 
·extent possible so that imports can be restricted to the barest mini-
mum. 

3.12. When asked whether any perspective plan had been pre-
pared for steel production during the next ten years, the Committee 
were informed by the representative of the Department during the 
,evidence:-

" .... Yes. The N.C.A.E.R. study was deliberately ordered 
with a view to take decisions on steel production during 
the 1970s. The report was received in August, 1971 and 
an assessment was made of the demands expected in 1980. 
On that basis, a number of projects were finalised. We 
have said that Bokaro will go on to 4 million tonnes. 
Bhilai would be expanded to 4 million tonnes. The new 
steel plants will be set up. It is expected that beyond 
1980 also, there will be continuously incerasing demand 
for steel. Therefore, investment decisipns should be taken 
with regard to what would happen after the present plan 
has been implemented. Those studies have now been 
started, viz., to what extent the existing plants can be ex-
panded, what new locations should be considered for addi-
tional plants, etc ........ This is a continuous process. 
Even though the N.C.AE.R's report deals with a decade, 
it is our intention to review it from year to year and make 
our assessments." 

313. When a"ked whether any details have been worked out to 
meet the increased demand of various categories of steel, it was 
-added:-

"First we took the N.C.A.E.R's recomme,ndations. Then we 
discu$sed them in details and with sligpt modifications 
came to the conc1usion that this should be the assessment 
of the requirements in 1980. Having done that, we '~onsi-
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dered the product mix which should go into the three new 
steel plants and into Bokaro. All these product mixes 
have been tentatively suggested for the steel plants in the 
background of these forecasts of assessments. Ther~
fore, really when you have taken a decision on the pro-
duct mixed the feasibility reports of the three steel plants 
and when the feasibility report for further expansion of 
Bokaro comes, then, it will be possible to make a proper 
perspective plan. You will see that the sanctions which 
have already been issued like commissioning of the Bokaro 
-1.7 million stage by the middle of 1973, 2.5 million \vill 
come in 1947, 4 million will come towards the end of 1975 
and the beginning of 1976. Bhilai expansion will come 
possibly in 1977. The new plants will be coming up in 
1977-78 or a little later. This is the increased production 
in stages that will be available." 

3.14. In view of the shortages of the flat products at present and 
the estimate of the National Council of Applied Ecol1Omic Research 
that nearly -nalf of the demand for mild steel at the end of seventies 
will be for flat production, the representative of the Department, 
who was asked about the measures taken to meet the increased 
demand of flats products, informed the Committee during evidence 
thus;-

"An assesment has been made about requirements in 1930 
based on the N.C,A.E.R. report which has been discussed 
in detail with the various departments and with various 
representatives of the N.C.A.E.R. The total demand as 
expected in 1980 for flat products is of the order of 6.5 
million tonnes. We have also allotted 5~1,000 tonnes for 
purposes of export. The total demand including '~xport 
will be about 7 million tonnes. If you take into account 
the present produtcion of flat products, 700,000 tonnes in-
cluded in Bhilai Expansion as well as Bokaro expansion 
for 4 million tonnes the production will be about 5.3 mil-
lion tonnes and the remaining shortage will be about 1.7 
million tonnes. This is the position based on N.C. A,E.R. 
assessment. About shortage. the plan is to consider ex-
pansion of Bokaro from 4 million tonnes to approximatelY 
5.5 million tonnes. This will give to a fairly large ~xtent 
the flat products to meet the shortages. This is the point 
on which we will be taking a decision and while +,nking 
the decision all these points will be borne in mind. The 
feasibility study for the 5.5 million tonnes expansion 
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being undertaken. According to the present schedule, 
1. 7 mil. stage of Bokaro will be completed by the middle 
of 1973 and the 4 million tonnes stage by 1975-76.. There is 
time to consider the further expansion because if it is 
expanded, that will be towards the end of the seventies. 
A feasibility study is now being made. It is expected that 
the feasibility study will be made available to us in about 
3 months time or 4 months time. The Central Engineer-
ing and Desib'11 Bureau of the R.S.L. is making that study." 

3.15. The Committee note that according to National Council of 
Applied Economic Research the demand for finished steel in 1975· 

and 1980 will be 7.6 million tonnes and 12.8 million tonnes respec~ 
tively. It has been contend(~d by the Department that at the rate 
of 90 per cent capacity utilisation of the steel plants, from the 
present capacity of 6.74 million tonnes the esthnated production 
of finis'hed steel will go up to 11.50 million tonnes in 1975 and to 
14.70 million tonnes in 1980. The Committee are however, cons-
trained to observe that although at present there is a capacity to 
produce 6.75 million tonnes of steel, actual production is about 4.5 
million tonnes only. 

The Committee would therefore like to remind Government to· 
keep these realities in view while planning for development of total' 
capacity at the end of 1975 and 1980 so that the demand can be' 
met in full. 

3.16. In view of the wide gap between the present production 
and demand projections by National Council of Applied Economic 
Research for 1975 and 1980 about various categories of steel, the' 

Committee recommend that a perspective plan with a time bound 
schedule should be prepared by the Government for achieving the 
production in time. 

3.17. The Committee attach great importance to m,arket study 
so as to know precisely the consumers' requirements. The Com-
mittee consider that the Iron & Steel Controller has valuable data 
about the present requirements of the country. The Committee 
would suggest that all the available data with the Iron & Steel' 
Controller and other Government Organisations should be carefully 
analysed and demand projections over the next 5 to 16 years· 
developed systematically so that the product mix for the new steer 
plants and the expansion programmes of existing plants is realisti:. 
cally framed in order to meet the requirements in full. 



58 

C. New Steel Plants 

~3.18. The Prime Minister made an announcement in Lok Sabha 
.on the 17th April, 1970 about the Government decision for setting 
.up a special steels plant at Salem in Tamil Nadu, and two integrated 
.steel plants, one each at Hospet (Vijayanagar) in Mysore and Visa-
khapatnam in Andhra Pradesh. 

3.19. Giving the background and the techno-economic consider a-
1ions about the setting up of the three steel plants at Salem, Visa-
ikbapatnam and Hospet, the Department of Steel have informed the 
.committee through a written note:-

"At the begining of the Third Plan period, it was estimated 
that the required capacity for steel would be 18 million 
tonnes in terms of ingots by 1970-71. The Steering Group, 
on the formulation of the Fourth Five Year Plan for Iron 
and Steel, set up in 1962, recommended that far achieving 
further capacity-(i) the existing steel plants (at the time 
Hindustan Steel Ltd.'s plants were of one million tonne 
capacity each with built in capacity in rolling mills) 
should be expanded to their maximum economic capacity; 
and (ii) keeping in view the need for dispersal of industry 
for reasons of strategy and pressure on transport, two new 
sites for steel plants should be located and developed, 
even partially if necessary, in areas away from the 
-existing areas of concentration. They recommended a 
study of the Goa-Hospet and Bailadila. Visakhapatnam 
areas mainly on the availability of large reserves of iron 
ore in the Bailadila, Hospet and Goa areas with prospects 
of suitable limestone also being found nearby. 

2. 'Following the above recommendations, Messrs M. N. Dastur 
and Company were asked to study the Goa-Hospet area 
and Messrs Hindustan Steel were asked to ~tudy Bailn-
dila-Visakhapatnam region. The Goa-Hospet study sug-
gested that both Goa and Hospet were suitable; and of these 
"Hospet would be the better location, if 50 per cent I,ndian 
coal was used along with ~ported coal, ~od Goa a beUer 
location if all the coal required was to be imported. Gov-
-ernment constituted a Technical Committee to study both 
these reports. The Committee recommended Hospet as 
the best site for development during tb,e FQurth Five YeRr 
Plan because of the relatively lower investments involved 
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on infra-structure. The Committee were also of the opi-
nion that Visakhapatnam had advantages with regard to 
import of coal and export of finished products. With 
regard to Bailadila, the Committee felt that the area being 
Wldeveloped, a steel plant there would take a considerably 
longer period to build. The Committee recommendE'd that 
a detailed study of the Bailadila-Visakhapatnam region 
might be made to ascertain suitable sites for further steel 
plants. 

3. Government had also, in the mean time, commissioned a 
Detailed Project Report 101- a plant in the SalE'm-NeyveJi 
area. The report, prepared by Mis. Dastur and Co., re-
commended a plant with a capacity of 0.5 million tonnes 
of ingots at Salem based on the Salem iron ore and Ney-
veli lignite, with possibility of expansion to a larg('r size 
later. 

4. Considering the fact that the assessment of the potentiali-
ties of the Goa-FIospet, Bailadila-Visakhapatnam al1d the 
Neyveli-Salem areas had been made by two' different 
agencies, namely, Mis. Dastur & Co. and Hindustan Steel, 
Government considered it desirable to have a more com-
prehensive comparative assessment of the possibilitj~s for 
setting up large size steel plants in these areas by a single 
foreign organisation, which would also assist technically 
and financially in the construction of the plants. 

5. Accordingly, the British-American Steelworks for India 
consortium (BASIC) were requested to appraise all the 
sites in these three regions and recommend two sites in 
order of preference for steel plants with an initial capa-
citv of about 1.5 million ingots tonnes to be expanded to 
about 4 Milli'On ingot tonnes later. The terms of the 
agreement with BASIC required them particularly to 
study the sites in these three regions alone. 

6: The Consortium recommenCl.ed two sites (i) Visakhapatnam 
and (ii) Rospet. They considered the two sites as almost 
equal in merit, but preferred Visakhapatnam. 

Hospet and Visakhr-tpatnam Plants 

7. More recently, in February, 1970, at the instance of Govern-
ment, the Central Engineering and Design Bureau of Hin-
dustnn Steel Limited, updated the BASIC Report. Alter-

528 LS-5. 
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native assumption were made in this study of the CEDB,. 
viz., (a) that coking coal would be obtained from indige-
nous sources and (b) that coal imported-for blending with 
indigenous coals. 

8. The plant sites were considered from the point of view of 
the investments required as well as cost of assembly of 
raw materials and distribution of finished products. In 
the Western region, from the point of view of the cost of 
assembly of raw materials and distribution of finished steel, 
the case for Hospet was strong on both the 8!>sumptions 
in regard to coal. Considering the principle of reasonable 
dispersal of industry, development of a steel plant on the 
west coast was, therefore, deferred to some future date. 

9. In the eastern region, Bailadila had an advantage from the 
point of view of freight charges, over Visakhapatnam, 
though the Railways had felt that the advantage which 
was calculated on the basis of the existing freight rates, 
might prove unreal. Railways had stated that higher 
charges might have to be levied on the freight rates for 
Bailadila (and for Goa) in view of the difficult terrain 
and high cost of operation involved for transport to these 
two p1ants. Further infrastructure development in Bai-
ladila was almost non-existent and labour would be more 
difficult to get. 

10. From the investment point of view, Bailadila had an advan-
tage if imported coal was to be used. It had also a slight 
disadvantage if indigenous coal was used for the steel 
plant. Nevertheless, Visakhapatnam has certain ciistrict 
advantages for setting up a steel plant in the proximity 
to the port. Such a site would enable imported cr.al of 
low ash content to be based, and this, in turn, would in-
crease the productivity and efficiency of the blast furnaces 
and reduce the investment required for the Plant. Such 
import will also reduce the need for investment in coal 
minin~ and in coal washing plants. Another advantage 
which Visakhapatnam has over Bailadila is the existence 
of skilled and semi-skilled labour in adequatE' nnmbers 
and also the facilities of ancillary industries. From these 
points of view, Bailadfla being relatively very much un-
derdeveloped. w<'ulcl nref:l"nt nroblems which has also 
been emphasised in the BASIC Report. 
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Salem Special Steel Plant 

11. The existing of magnetite iron ore and lignite deposits close 
to each other in the Salem-Neyveli region attracted atten-
tion and the possibility of setting up a steel plant in this 
area was taken up as early as in 1962 by a Technical Com-
mittee appointed by Government. Thereafter, Govern-
ment commissioned Messrs Dastur and Co. in February, 
1963 to prepare a detailed report. The main conclusions 
of Dasturco who submitt ed the Project Report in 1964 
were: 

(i) the magnetite 'Ore in that area can be readily beneficiat-
ed to high grade of concentrates analysing about 64 per 
cent Fe content, this can be then pelletised, pre-reduc-
ed in a rotary kiln and smelted in electric furnaces; the 
lignite char from Neyveli can be used as reductant in 
the pre-reduction kiln and in the smelting furnace; 

(ii) the above technology together with the very l'Ow assem-
bly cost of raw materials at Salem permits the installa-
tion of a viable new steelworks in this region. 

(iii) of the seven sites the Report examined, Kanjamalai site 
near Salem was considered to be the most suitable loca-
tion because of its favourable situation in respect of 
raw materials assembly cost, availability of water and 
power, as well as broad gauge and metre g,mge raiJway 
facilities providing ready access to raw material sourc-
es and to markets for finished products. 

(iv) a plant designed to produce initially 500,000 tonnes of 
steel per year was considered to be economically viable. 
The capacity suggested was 0.5 million tonnes, mninly 
of mild steels, for which the cost estimates at that time 
were placed at Rs. 95.5 crores. 

12. A token provision was made in the Third Plan and land was 
notified by the Government of Tamil Nadu. Since then, 
however, in ivew of llinited resources and other conside-
derations, the proposal was not proceeded with. In the 
meantime. the Government of Tamil Nadu commisRioned 
in August, 1965 the Japanese Consulting Institute to re-
assess the technical feasibility of the scheme. The report 
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·of the Japanese Consulting Institute submitted in Pebru-
ary, 1966, confirmed the technical and economic feasibility 
of producing steel at Salem but suggested that the first 
.stage should be taken up for 250,000 tonnes which could 
be further expanded to 500,000 tonnes at a later stage. 
'The process of iron making mentioned in Dasturco's re-
port was appraised as acceptable with some modifieations. 
Th Location of Kanjamalai near Salem was end{trsed as 
a suitable location. It estimated the cost at Rs. 58 crores 
for a 250,000 tonnes plant, producing special and low alloy 
steels. This did not, however, include a number of items 
of cost such as facilities required for concentration of ore, 
transport and handling equipment, calcining and brick 
making facilities for LD converter, off-site facilities, cus-
toms duty etc. 

13. Based on the earlier tests c'arried out in iron ore, the infor-
mation collected from the Department of Mines and Metals, 
the latest location study by the CEDB and the earlier stu-
dies in this respect, the position is summarised below:-

14. The proven deposits of Kanjamalai, about 5 miles West of 
Salem Town, is about 90 million tonnes; the bulk of the 
are is magnetite and amenable to magnetic concentration. 
the Fe content in the are ranges from 33 to 37 per cent. 
The annual requirements of iron are for a 250,000 tonnes 
plant would be about 0.0 milli'On tonnes. On this basis, 
the prawn deposits can support a pl~mt of this size for 
about 80 years .. 

15. With regard to the availability of lignite char, the require-
ment at the first stage was estimated at about 160,000 ton-
nes at the rate of about 600 kg per tonne of pig iron. Dur-
ing discussions with the Neyveli Lignite Corporation, it, 

1 was confirmed that the capacity of the briquette carboni-
'1 sation plant was about 300,0011 tonnes which at that time 
~ ~ was prodUcing Duly about 150,Or)0 tonnes. It was, there-

fore, considered that there would be no difficulty in meet-
ing the requirement of 160,000 tonnes of lignite char for 
the steel plant. 

16. The Kanjamalai ore has very low phosphorous and sulphur 
content as well as extremely low alumina content (phos. 

'f 0.056 per cent sulphur negligible and alumina 0.7 per cent. 
This makes it more suitable for the production of special 

-; quality steels, provided however suitable reductant with 



~OllS and sulphur content within reasonable limits 
.02 could be used. The price of such steels is substantially 

higher than that of mild stl;;!~L The cost of production due 
to beneiicatian, pell.etisation and use of lignite char is 
likely t'O be higher, but it may be more than offset by the 
proouction of .special ,quality steels.." 

3.20. ::BIegarding the selection of project sites for three steel plants~ 
it bas been stated that iollowing the Government's decision a num-
ber of Committees were .constituted for the projects sites and tor 
tRe identification of sourees of raw materials for each of these pro-
jects. The Sit£! Selection Committee, comprising representatives of 
the concerned .centr.al MIDistries and Dep3rtments of State Gov'2rn-
ments and the two Consultant t·O' Government visited all the three 
regions in .June and July, 1970. III case of Salem Project the Com-
mittee came to -the ,conclusion that of the seven possible sites in the 
Salem-Neyv-eli -n-gion, a sire about 14 kms. west of Sal~m town, in 
the ;northern flank of Kanjamalai iron ore deposit, on which this 
project is based, was most favourable because of lower assembly cost 
of raw materials, minimum displacement of population and other 
infrastructure facilities available in the vicinity. Government's ap-
proval to' the Committee's recommendation in regard to this site was 
anncusced 'On November 25, 1970. 

In the case of Hospct Project, the Site Selection Committee exa
mined f«Ir sites viz., Vyasankerc, at the foot-hills of the Raman-
durg iron ore deposits; Toranagalu, mid-way between Hospet and 
Bellary; KanevahalIi and Ubbalagundi. The Toranagalu site was 
preferred as it could easily be served by the mars~alIing yard pro-
posed at Kudatini, at a distance of abuut 15 km. whereas the other 
sites were beset with many technical problems. Government ap-
proval to the Committee's recommendation for location of the project 
at Toranagalu was also ,announced on November 25, 1970. 

For the Visakhapatnam plant, the Committee considered three 
sites, viz., Balacheruvu, about 25 km. south 'Of Visakhapatnam town 
near the coast; Kanithi, a site parallel to National Highway No.5 to 
Madras; and an area adjacent to the existing harbour and the aero-
drome. Of these three sites, the Committee recommended Bala-
cheruvu, as sufficient land was avaiLable for the project, township 
and ancillary industries. Government approved this recommenda-
tion of the Committee on November 30, 1970. 



3.21. As regards the progress of action taken on the setting up of 
the three steel plants; the Committee have been informed through 
a written note thus:-

"The Central Engineering and Design Bureau of Hindustan 
Steel Ltd. have been appointed Consultv-nts for prepara-
tion of the Techno-economic Feasibility Report on a 2 
million tonne') integrated steel plant near Hospet while 
Mis. M. N. Dastur and Co. Priv.ate Limited, Calcutta, have 
been appointed as Consultants for the preparation of such 
Reports for 250,000 tonnes special steel plant at Salem and 
a 2 million tonnes integrated steel plant near Vi3akhapat-
nam. The report in respect of Salem Project was due to 
be submitted by the end of August, 1971 and those in res-
pect of the Visakhapatnam and Hospet Projects, by the 
end of November, 1971 (The Consultants has, however, 
indicated that they would need some mor~ time). The 
tentative time schedule for commissioning these new pro-
jects will be indicated by the Consultants in the Feasibi-
lity Reports. On the Joint recommendations of the Con-
sultants and the Hindustan Steel-works Construction 
Limited, project areas have been provisionally demarcat-
ed at each site. At the request of the Government of 
India, the Tamil Nadu, Mysore and Andhra Pradesh Gov-
ernm:mts have commenced land acquisition proceedings. 
The Survey of India have completed the topogr.aphical 
surveys of all the three plant sites. Hindustan Steel-works 
Construction Limited have taken up soil investigations at 
all the three plant sites. They have also set up base offices 
at Salem and Visakhapatnam. They proposed to set up 
an office at Hospet shortly. The raw material sources 
(for coal, iron ore, limestone and dolomite) have been 
identified by Committees set up for the purpose. The 
question of importing low ash coking coals to be used in 
blend with indigenous coking coals of high ash content is 
also being examined. Arr,angements are being made for 
the testing of samples of iron ore, limestone and dolomite, 
at the National Metallurgical Laboratory, Jamshedpur. 
Arrangements for testing of samples of iron ore abroad are 
also being finalised. The Railways have started their 
survey work for marshalling and exchange yards, sidings 
etc. Schemes for supply of water to the Steel Plants and 
townships have been received from the respective State 
Governments and are under examination. A Panel of 
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'experts has been set up to examine the possibility of 
st.andardizing the major items of equipment for the new 
steel plants so as to reduce the lead time for fabrication of 
such equipment by indigenous manufacturers. The Panel 
is expec~ed to submit its Report by October, 1971. A 
Steering Committee with the Secretary, Department of 
Steel, as Chairman, has also been set up for reviewing, 
coordinating and keeping a close watch on the progress of 
work on the new Steel Plants." 

3.22. The Committee were informed during evidence that the 
techno-economic feasibility reports in respect of the Visakhapatnam 
'Steel Plant and Vijayanagar Steel Plant which were expected by 
November, 1971 had not been received from the Consultants. The 
report on Visakhapatnam was expected by the middle of February 
and on Vijayanagar (Hospet) by the end of January. It was added 
that as soon as they were received, they would be examined and the 
product-mix would be finally settled 

3.23. As reg,ards Salem Steel Plant the Committee were informed 
that the 'feasibility Report' was received on the 10th December, 1971, 
'examined in the Department and another alternative was suggested 
to the consultants. They made a report on that a few days ago, it 
was considered in the Steering Committee for the New Steel Plants 
on 22nd J,anuary, certain modifications in the plant had been sug-
gested to the consultants and they were expected to report on that 
In a few days after which action to take decisions will be taken. 

3.24. With regard to the decision about the product-mix of the 
three new steel plants, the Department of Steel have informed 
througb a written note as follows:-

"To consider all matters connected with the establishment of 
the three new steel pl,ants at Salem, Vijayanagar (near 
Hospet) and Visakhapatnam, a Steering Committee was 
set up under the chairmanship of Secretary, Ministry of 
Steel and Mines (Department of Steel) on 1st March, 
1971. The Steering Committee at its first meeting held on 

April 20, 1971 decided to constitute a Study Group under 
the Chairmanship of the then Director (Commercial), 
HiJ"'flustan Steel Limited to recommend the product-mix 
for each of the three new steel plants. 

This study group after taking into account the projections of 
demand and availability as contained in N.C.A.E.R.'s First 
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Draft Report (which was received in March, 1971) made 
certain recommendations on 29th May, 1971, which were 
discussed at flC se:::)nd meeting of the Steering Commit-
tee took the following decisions: 

A. For the Salem special steels plant, the consultants 
study the economics of the following three alternative3 
product-mix :-

were to 
for the 

Alternative J 
0) Stainless steel slrips:sheets 40,000 tonnes, 
(ii) Alloy cOnstruCtion steel, carbon construction sled. e'c. 

(bars and rods) 7;,000 tOl~nes 

Clii) Sec;ion products 90.000 tonnes 

TOTAL 20,5,000 lOnnes 

Alternath'c I J 
(i) Sta:nless steel strips/sheets 

(ii) SeamleRs steel tubes . 
(iii) Alloy constfuctio:1 steel, cubon cO:1struction 

(bars and rods) 

Alternative J/ I 

(i) Stlinless steel -strips 'sheets 

(ii) Elec:rical sheets 

(finished steel) 

40,000 tonnes 
,50/80,000Ionnes 

steel etc. Rest to match 
overall capacity of 

the plant. 

tOLnes 

100,000 

40.000 

(iii) Clrbon constructir'll and spring steel stri ps 'sheets 

(iv) Special mild steel strips 'sheets \. 

10,000 

30,000 

TOTAl. ,180,000 

(finished steel) 
B. For the Visakhapatnam and Vijayanagar steel pl,ants, the fol-

lowing product-mix may be evaluated by the Consultants: 

All shaped prOdUClS 

(i) Medit!m merchant products 
(ii) Light merchant products. 

(iii) Wire rods 
(iv) Billets for sale 
(v) Light and medium structurals 

.--- ---_._--------
ViJakha

parnam 
Vijaya
nagar 

(in ,000 trnnes) 

600 

a50 

400 

350 

250 

400 

350 
,500 ----------------- ---------- -- ------

1,600 1.(;00 
(Equivalent to (rquivfllcnt 

2 million to 2 million 
ir- get tor-nes) ingot 

tonnes) 
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N.C.A.E.R.'s final report on the demand projections for 1975-80 
was received in August, 1971. This report was discu~sed at inter-
Ministry meetings held on 17th, 21st and 23rd August, 1971, in order 
to take a view on the product-mix for the new steel plants, as also 
the expansion scheme of ASP, Durgapur. This question was again 
discussed at subsequent meetings of the Steering Committee and it 
was felt that the product-mixes for the new steel plants as agreed 
upon earlier were consistent wit:1 the gaps expected in availability 
by 1980. 

While no change is envis1aged for the product-mixes of the Visa-
khapatnam and Vijayanagar steel plants, the consultdnts for the 
Salem steel plant had reported that alternative II was not vi,able on 
the basis of preliminary techno-economic studi es, and they proposed 
in its place another nlternative product-mix (Alternative IA) on 23rd 
October, 1971. 

A'rer"a'i~)e J A 

Stainless sleel s!lips 

Elec ricall siliccn ) stet'] sh.;cts 

Deep (.~ra\·lir.g q'lali- y steel sheets 

Rest 

40,000 tnnnes 

15,'20,0000 tonnes. 

Shaped p:·oducts. 

The techno-economic feasibility report on the Salem project w.as. 
submitted by the Consultants on December 10, 1971 and all the alter-
natives, viz. I, lA, III have been evaluated therein. This report is 
under examination. 

The techno-economic feasibility reports on the Vijayanagar and 
Vis,akhapatnam projects are expected by the end of January, 1972 
and a final decision on the product-mix for these plants would be 
taken after the reports are examined." 

3.25. When asked as to the action taken by the Department get 
the final decision of the Government on Salem Steel plant, the re-
presentative of the Department stated:-

"The Department has given high priority to all the three new 
steel plants. About Salem, we have appointed a whole-
time project officer. There is a Joilnt Secretary who deals 
largely with the problems only of the new steel plants. In 
Salem, we may have an investment of about Rs. 300 crores. 
We cannot take a decision without examining in detail all 
the possible product mixes. There has. been. some delay 
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because the consultants considered five product mixes and 
they recommended one. There was an alternative which 
we thought might help the Salem plant come up qUlcker 
because it might help to split up the work into Phased I 
and Phase II and Phase I may come quicker. But the con-
sultants did not find the alternative preferable to the one 
they had originally suggested. Their report came only 
two or three days before the 22nd January. In anticipa-
tion, we had arranged a meeti:ng on 22nd in which we also 
got the representatives of the Tamil Nadu Government, so 
that the question of price of electric power etc. could be 
taken up at the same time. We are giving the matter the 
highest priority." 

3.26. In reply to ,a question regarding tentative time for com mis-
;ioning it, he added:-

"That I can say only after Government's decision has been 
taken on the Feasibility Report. First the product mix will 
have to be finally settled. Then it will be necessary to 
examine what processes will be ,adopted. what equipment 
will be installed, whether that equipment could be made 
in India withiin the time available or it must be imported 
in full or partially, etc. Because of the shortage of steel, 
the aim will be that these plants are installed as quickly 
.as possible." 

3.27. When asked that in a basic industry like steel, should we not 
aim at deliberately surplus for a country of the size and develop-
ment potential. the representative of the Department has stated:-

"When we made the assessment for 1980, we have provided 
for about 1.8 million ton'nes of finished products for exports 
purposes. I would say that 1.8 million tonnes will pro-
vide a cushion for domestic requirements as well as utili-
sation of surplus for export. I agree in principle that we 
should aim at production slightly higher than what the 
domestic requirement is. But it should have some rela-
tion to what you think can be exported also and a country 
like Japan can export at the level of 15 million tonnes a 
year, it should certainly be possible for India to export 
about 2 million tonnes. I should also add that the position 
as far as 1970s is concerned, our aim is to instal additional 
capacities as fast .as we can absorb them." 
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3.28. It was enquired whether a study was made of the pheno-
menal expansion of steel making capacity of Japan in the post war 
years. The representative of the Department has replied:-

"Study of the industry in Japan was made by a group which 
went there in 196-1-65. It is proposed to send a team in 
the near future. It has infact more or less been de2idc:i 
to send a team to Japan and to one or two other countries 
in the East to make a special study." 

3.29. The eli mmittee note that the need for achieving increased 
capacity of steel was fe~t at the beginning of the Tlurd Five Year 
Plan and that in 1962 the Steering Group on the formulation of 
the Fourth Fjve Year Plan for Iron and Steel had recommended 
the study of Goa-HGspet and Bailadila-Visakhapatnam areas for 
setting up the new steel plants. Similarly in 1962 a Technical .Com-
mittee was also appointed by the Government to consider setting 
up a steel plant in the Salem-Neyveli region. The Commitee are 
unhappy to note that Government took nearly eight years in 
announcing its decision for setting up steel plants in these areas. 
The Committee further note that while the Government's decision 
about the steel plants was announced in April, 1970 the techno-
economic feasibility report in respect of only Salem Plant has been 
received from the Consultant which is uuder examination of the 
Government and that the techno-economic feasibility reports in 
rcspect of Vijayanagar (Hospet) and Visakhapatnam Steel Plants 
are still awaited. As the gestation period for inte.grated steel plants 
is bctween 7-8 years, the Committee would urge Government that 
fim.) decision about the product mix etc. of the Steel Plant should 
be taken expeditnously and high priority should be given for com-
missioning of the steel plants within the shortest period. The Com-
m!ttee apprehend that any undue delay in final decision about the 
product-mix and commissioning of the steel plants would not only 
deprive the country's economy of reaping the benefits of additional 
steel capacity, but will also result in higher cost for setting up the 
steel plants. 

3.30. The Committee would also Ul'ge the Gove'-'1ment that while 
deciding the capacity and product mix of the !'c-:-d plants, adequate 

. provision should be made for increasing the capacity and varying 
the product-mix of the steel plant to meet the l'nticipated increase 
in the demand for steel in the comin.g years. 

3:31. The Committee are convinced that in a basic industry like 
steel, Government's policy should deliberately aim at a surplus 
rather than achieving mere self-sufficiency. The Committee need 
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hardly point out that besides providing a cUihion against unexpect-
ed shortfalls, surplus steel would affol'd the greatest encourage-
ment to the development of engineering and ot,her allied industries 
which require steel in large quantities and on assured basis. The 
Committee would, in this connection, like to cite the example of 
several leading countries like the U.S.S.R., U.S,A. and Japan where 
steel production has increased several fold during the last two 
decades, thus providing a strong base for development of industry 
to meet the home demand as well as exp~o't the export opportuni-
ties. 

The Committee would like to point out that U.S.S.R., U.S.A. and 
Japan have been able to increase their production in steel several 
fold and they are able to add several millions of additional capacity 
in steel manufacture practically every year. The Committee, there-
fore, see no reason why the gestation period either for installation 
of new steel plants or for expansion of the cxi .. ting steel plants should 
be spread over five to seven years. The Committee would like Gov-
ernment to compress this period so that the production from the new 
Jteel plants or expanded steel plants materialises at the earliest. 

D. Continuous Casting Units and Sponge Iron Units 

3.32. It has been represented by several Organisations that new 
steel c'lpacity should be created to the extent of 8 per cent to 10 
percent annually. As the gestation period in respect of large inte-
grated steel plant is about 7-8 years and also the capital require-
ments for such plants is high, it has been advocated that more and 
mOIr2 emphasis should now be laid on setting up of scrap-based 
electric arc-furnaces-cum-continuous casting plant as well as sponge 
iron units (commonly known as 'Mini' steel plants) with a capacity 
of 50,Oaa to 3,00,000 tonnes both in the public and private sectors 
throughout the length and breadth of the country to supplement 
the present inadequate billet production from the integrated steel 
plants. It was stated before the Committee by a non-official witness 
that a big technoJogicnl break-through has been made in steel making 
by the foreign countries in putting up sponge iron units combined 
with continuous casting plants which has enabled them to reduce 
the big capital expenditure reqUired for putting up the integrated 
steel plant. According to them the average economical size of such 
a sponge-iron-cum-continuous 'casting unit would be about 300,000 
tonnps And total plant cost as per rough estimates would be about 
Rs. 10 to 12 crores. About the foreign exchange requirement it 
was stated that for a continuous casting unit it would be above 1 
craTe but for sponge iron unit since no· one has made a pTaT),' 
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the foreign exchange component would roughly be about 30 per cent. 
The Committee were informed that a sponge iron unit could be put 
up in 30-36 months but a continuous casting unit could start pro-
duction wit~in 12-18 months though not to the full capacity. It 
was stat>ed that at present the country producing steel-melting 
furnaces up to 20 tonnes capacity per charge and with a proper mix 
of scrap, six charges could be taken up in d3y and two furnaces 
could give the capacity of 6() to 65 thousand tonnes a year. 

Electric Arc furnaces-cum-continuous casting plants: 

3.33. About the policy of the Government regarding scrap based 
billet producing plants, the Committee hwe been informed: 

"Encouragement is being given to the setLng up of scrap based 
electric furnaces cum continuous casting plants for tmg-
menting the production of billets. Production of ingot/ 
billets from scrap by using electric furnaces with or 
without continuous casting units had been delicensed in 
May, 1966. This together with th,~ shortage, which had 
developed, had resulted in encouraging response from 
entrepreneurs for setting up additional capacities. Under 
the new Licensing Policy announced in February, 1970, 
however, if the fixed assets of units exceeded Rs. one 
crore or import of capital equipment exceeded 10 per cent 
of its investment or Rs. 10 lakhs whichever is less, such 
units had to be licensed under the Industries (Develop-
ment and Regulation) Act. Government have recently 
issued Letters of Intent for creation of new capacity, and 
for expansion of existing capacities manufacture of billets 
totalling around 700,000 tonnes per annum. A good part 
of this capacity is likely to materialise during 1972, and 
the rest progressively thereafter. Further additions to 
capacity are likely to be maintained at around 250,000 
tonnes per annum in subsequent years also." 

3.34. About the existing units and licensing of the new units, 
the Committee have been informed during evidence th!lt "there are 
about 172 electric furnaces and about 16 units have been given 
industrial licences or letters of intent since Febru~ry, 1970 and about 
19 units have got themselves registered with the Iron & Steel Con-
troller under the exemption from 'licens!ng w;thin one crore'." 

3.35. A statement -showing the details of the applications for 
industrial licence received by Government from State Government 
undertakings and private entrepreneurs for the manufacture of steel 
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billets/ingots from ferrous scrap by conventional or' continuous cast-
ing process is at Appendix II. 

3,36. The Committee were informed that Government have grant-
ed letters of intent to four State Industrial Development Corpora-
tions (capacity 280,000 tonnes) and eleven units in the private sector 
(capacity 5110,000 tonnes) for producing of billets based on con-

tinuous casting process. 

3.37. When asked about the average time taken issuing the licence. 
it was stated during evidence that "the average time taken in the 
issue of letter of intent comes to about 8~ months reckoning the 
period from the date of receipt of the application in the Ministry 
of Industrial Development to the date of issue of the letV<!r of intent 
by that Ministry." 

3.38. Regarding the time when these un·:ts will go into production, 
the Committee were informed that "six of th'cse units have been 
permitted, in principle, to place order for their continuous casting 
machines abroad. Their electric furnaces hW2 alrec;dy bE.'~n ordered 
and will be commissioned mostly in 1972 or early part of 1973. From 
these electric furnaces, they will be able to start production and 
when th'zir continuous casting machines come then they will be able 
to achieve their fuller capacity The present delivery period quot-
ed for the manufacture of electric furnaces in the country ranges 
from 18 to 24 months." 

3.39. It was mentioned to the Committee that S:.x units who were 
allowed to order the continue casting machines abroad were not 
able to get their licences cleared because of financial delays. When 
asked as to when they were going into production, the representa-
tive of the Department has informed the Committee:-

"The actual position is that continuous casting unit consists of 
electric furnaces 'as well as~ the units which cast con-
tinuously .and only have the electric furnacocs, they will 
make the steel by casting it through mouldc; ........ that 
the electric furnaces will be installed and commissioned, 
but for continuous casting, you know, Government have 
agreed for the first six unite; for imports bein,g made on 
certain basis. That is, they will be made to the extent 
of 40 to 60 per cent indigenous and the rest will be 
allowed to be imported. Even whe~ we h we agreed to 
give the letter of intent, there are certain other formali-
ties. The unit must get the foreign exchange and he must 
arrange for credit. He must get the money which he 
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bol'rows from financial institutions This has taken con-
siderable time and therefore out of these six units, even 
where Government procedures have been finished, they 
are still negotiating for their credits and for their loans. 
So, what was suggested was that it does not matter because 
such units have in any case placed orders for electric 
furnaces which will come up and steel will be produced. 
They will produce the steel by th'e conventional method. 
Continuous casting units can come later. If they had got 
the credits as well as the loans immediately. Then it may 
have been possible to get the production by 1972 through 
the six units. My assessment is that only about two will 
come up by the end of 1972 with continuous casting units 
and the rest will come later." 

3.40. In reply to a question as to what will be the expected pro-
duction of these two units by 1972, the Committee was informed:-

"Each of these units are supposed to produce 50,000 (thousand) 
tonnes of billets if they are to work to 100 per cent 
capacity. So, if they are commissioned towards the end 
of 1972, they cannot produce 50,000 tonnes straightway. 
But after some time, much shorter than in a big plant, 
they will produce 50,000 tonnes per Unit." 

3.41. In n:gard to an enquiry that when the b'I1ets could be pro-
duced by electric furnaces why more licences could not be iS3ued, 
it was stated by the representative of the Department:-

"The reason is that we took a decision that after this import 
of 6 units the rest have to be made in India. That is one 
point. The second point is that Government decided that 
additional licences will only be given when they ar'e satis-
fied that there is enough scrap in the country to feed them 
and a Committee on the availability of scrap was set up 
and the report of that Committee has been received and is 
under examination. That Committee has suggested 
various methods of collecting all the scrap that is avail-
able within the country. They have suggested that we 
mu t have regional places where we can collect and pack 
up the scrap into small bundles so that it could travel 
,and we can produce bales, briquets etc. They have also 
suggested that collection of scrap from old ships also. 
WhEn these recommendations are examined, and imple-
mented, it may be possible to sanction more continuous 
casting units. We do not want to sanction units if they 
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do not have scrap because the feed for electric furnaces 
for production of steel is scrap." 

3.42.. In reply to the question about the cost of production cf 
these units, the representative of the Department ha'S stated that 
"tentatively one tonne is expected to cost Rs. 800 to 900 per tonne. 
This is still under further examination to get a more realistic 
estimates." 

3.43. In reply to an enquiry, whether the Government have 
examined the question of finding out what would be the most suit-
able size of arc furnace for continuous casting unit·s having regard 
to economies of scale and cost of production ana the decision taken 
thereon, the Department of steel have informed the Committee 
through a written note:-

"By 'Mini Steel Plants' the Committee is perhaps referring to 
the scrap-based electric furnace cum continuous casting 
plants. For the time being, as a beginning the size of arc 
furnaces which 'Such plants have incorporated in their 
projects took into account the easier availability of electric 
furnaces within the country in a reasonable time and the 
fact that hitherto, by and large, the electric furnaces which 
have been in operation were of a small capacity. The 
projects include 2 x 10 tonne charge electric furn1ces which 
could produce about 50,000 tonnes of sreel billets by con-
tinous casting. The other advantage of ~tandardising these 
units at this capacity is that this would enable wider 
dispersal of these units. Tn the- imtial stages, the pro-
duction may be somewhat less. HoweV'Cr, with improve-
ment in the quality of steel scrap through proceeding and 
R proper proportion of heavy melting scrap, use of oxygen 
for refining, with better quality refractories etc., it should 
be possible for 2 xlO tonnes electric furnaces to produce 
about 50,000 tonnes of billets per annum as envisaged. 
Larger size electric furnaces such as 15 T or 20 T, might 
bring in better economies of sC'31e. However, as against 
this the height of the structure and buildings would con-
siderably go up with a substantial increase in the civil 
cost. Likewise, the crane capacities would also go up 
with corresponding increase in investments. Besides, as 
stated earlier, the deliveries of the larger cap3city are 
furnaces are considerably longer. In the present stage 
of the industry and of scrap availability, therefore, these 
standardised units would be set up more expeditiously 
and at lower cost and can start earning soon." 
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8p(ynge iron units 

3.44. It has been stated in the Department of Steel's Annual Report 
(1970-71) :-

"The present licensed capacity in the private sector/state sector 
is 796,000 tonnes per annum, compri'sing of 100,000 tonnes 
for sponge iron, and the remaining for pig iron. In view 
of the excess availability of pig iron from the main plants 
not much progress has been made except for one unit, 
in setting up capacity for pig iron. Under the new Indus-
trial Licensing Policy, the Ministry have sponsored some 
cases for the grant of Letters of Intent for the manufacture 
of sponge iron based on direct reduction process with iron 
content ranging between 85--90 per cent. Sponge iron 
can substitute scrap, and can serve as a raw material for 
the electric furnaces industry for increasing their produc-
tion. Possibilities of exports either in the form of sponge 
iron, or pre-reduced pellets also exist." 

3.45. The following statement furnished by the Department of 
Steel, indicates the pooition of applications for grant of letters of 
intent/industrial licences for setting up sponge iron units:-
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3.46. Giving further details about the applications, the Com-
mittee have been informed during evidence that out of 18 applica-
tions, received, one unit has been given a letter of intent and take 
more units of State Industrial Development Oo'rporations have been 
rec'ommended for grant of letters of intent; four cases have been 
rejected and rest are under consideration. In the four cases whose 
applications were rejected, it was stated that 'they themselves with-
drew the applications or the value of the equipment etc. proposed by 
them, was found completely inadequatc in examination; when asked 
as to how long these applications were under consideration, it was 
stated that 'the oldest application under consideration if of January, 
J970 which has been recommended to the Licensing CQmmittee and 
the next oldest application is of June 1970.' It was then asked as 
why in 11 years no action could be taken on these applications, in 
reply the representative of the Department has stated:-

"The question of development of this industry has been under 
consideration from a lXiUCY point of view. It is reserved 
for the public sector under the Industrial Policy Resolu-
tion. But the Government have been considering whe-
ther we cannot ao;;sociate private expertise and experience 
in a sort of joint sect·or which will enable some units to 
go ahead apart from the purely public sector ones which 
we have already recommended. Some details on these are 
still under consideration." 

It was added:-

"There is no doubt that sponge iron is a feed which will be 
very useful. Sponge iron has so far been ~Hccf':~sfully 
produced on a commercial basis, with a gas reduc-
tant in other countries. We have no surplus of gas in the 
country for such use. So, we have based it on ordi-
nary coal. We are short of coking coal but have consi-
der~ble quantities of ordinary coal. So far ~'Cperiments 
have been carried out in other parts of the ... world into 
solid well-estahlished reductants and producti-ob of 
sponagc with solid reductant has not yet been on a com-
mercial basis. There is only one plant in Canada which 
is reported to be producing sponge iron on a commercial 
basis, but that has not been in operation even for two years. 
Therefore, it is a feed which is uncertain but at the same 
time, it is a feed in which We have a very great interest. 
So, we would like to invest in such a pro"jectin such a 
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way that we can gIve even Govenunental suppu.n.fllat 
is why we want it in a Jumt sector. But there lS no POlllt 
in gomg ahead and havmg teu units. Unl..:c we succeed in 
one, then we can have more units. This is the rcal point." 

3.47. The Committee note that SlDce the announccmcnt of ncw 
Liccnsing Policy in I"ebruary 1970, Government havc issued leltels 
01 mtent to four State industrial Development Corporatiolls with 
total capacity of 2,80,000 tonnes and elevcn units in thc privatc 
sector wlth total capacity of 5,10,000 tonncs for productIoll 01 bJllets 
based on continuous casting process and further licensing of conti-
nuous casting units is pcnding decision by Government 011 the 
findiogs of the Report 01 the Departmental Working Group (11\ tbt 
availabIlity of scrap within the country. 

The Committee also note that so lar only one sponge iron unit 
has been given letter of intcnt and furthcr licensing of such uuits 
is pcnding success of this unit. 

The Committee feel tbat in the contcxt of shortages cxpenenced 
in steel production and in view of the low gestation period with com-
paratively smaller capit!!i rcquirement the scrap based elcctric 
lurnaces-cum-continuous casting plants have obvious advantages as 
they would make for decentralised production and distribution 
besides putting scrap to productivc usc. 

The Committee would like Governmcnt to continuously review 
the position and take timely decisions so that we may incrcase our 
total indigenous production in thc shortest possible time to meet 
the present requirements and save precious forcign exchangc which 
is bcing spent on imports. The Committee have no doubt that Gov-
ernment would bring thc production of clectric furnacc-cunl-l:onti-
nuous casting plants under the purview of the Joint Plant Com-
mittee to makc for a most rational allocation. 



CHAPTER IV 

DISTRIBUTION 

A. Genesis of Distribution Policy 

4.1. Control on Iron and Steel in ~ndia dates from the Second 
World War. To begin with, rate contracts were entered into with 
the producers and the distribution control was exercised on [; non-
statutory basis. With the passage of time, this type 'Of control was 
not found adequate. In July, 1941, the Iron and Steel (Control and 
Distribution) Order, 1941 was promulgated under the Defence of 
India Rules and for the first time, brought under statutory control. 
Initially statutory control was introduced on distribution of some 
categories of iron and steel which was later 'On extended to almost 
all categories of iron and steel. 

4.2. Under the Iron and Steel (Control and Distributinn) Order, 
1941, no person could sell or purchase the iron and steel covered by 
the said 'Order without a licence from an authority specified therein. 
Licences were issued by the following authorities, each of whom 
where allotted quotas from time to time: 

(1) Director-General of Munitions producti"O'n 

(2) Engineer-in-Chief (Defence Deptt.) 

(3) Royal Indian Navy 

(4) Railway Board 

(5) Quarter Master General 
(6) Direct-orate General, Shipbuilding and 'Repairs 

(7) Commerce and Labour Department (for meeting Civil 
needs and Industrial requirements not connected with 
war). 

4.3. The Commander-in-Chief was authorised by th~ Governor-
General in Council to allocate steel quotas to the aforesaid authori-
ties and to determine priorities. The Master-General of Ordnance was 
nominated by the Commander-in-Chief to' discharge his functions 
in this regard. The quota-holding authorities, referred to above, fur-
nished to him their quarterly category-wise demand~. Tl-,e Iron and 
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Steel Controller furnished to him an estimate of quarterly category-
.vise production. Taking these into account, he allocated to each of 
the aforesaid authorities specified tonnages of iron and steel of each 
Category which could be licensed by them for meeting the require-
ments of the services covered by their charge. These allocations were 
made on quarterly basis and were intimated t'O the quota-holding 
authorities by a specified date in every period. The consumers, in 
whose favour licences were issued by these authorities, could issue 
sub-licences within the quantities specified therein. Those who wan-
ted to purchase fr'Om stock-holders C'Juld do so direct, but they had 
io surrender their licenceslsub-licences to the stockholders. After 
collecting sufficient number of licenceslsub-licenccs from consumers, 
the stockholders replenished their st·Jcks by placing bulk orders on 
the producers. All orders on producers were thus based on the Ii-
cences:sub-licences and were routed through the lron and Steel Con-
troller. The Iron and Steel Contr()ller was authorised to determine 
the rolling programmes of the Producers. A Scrap Control Order was 
promulgated in 1943 to ensure ~tricter control on all types of scraps 
<md defectives. 

4.4. With the end Of hostilities, the War demands came to an end. 
In fact, sizcCJble surpluses were sold out to meet civilian needs at 
cuntrolled prices. It was then felt that the elaborate system of war-
time contr-dJ was no longer necessary. The system of issue of licenc-
es by quotaholding authorities to indivildual consumers was abolish-
ed. Control (wer Pig Iron and Pipes was withdrawn. All restrictions 
on stockholders were also withdrawn. The restrictions on the pronu. 
eel'S wen~, however, retained and all indents On producers were re-
quired to be routed through the Iron and Steel Controller. 

4.5. Subsequent events belied the Government's expectation that 
decontr'Ol O'f distribution would help the civilian consumers. A re-
vised system of distribution similar in pattern to the war-time quota-
syst(~m was, therefore, re-introduced in November, 1946. The Master-
General of Ordnance had, however, ceased to function as the allo-
cating and pri':irity authority. The power to make quarterly bulk 
allocations was thereafter vested in the then Department of Indus-
tries and Supplies of the Government of India. Several sponsorin,g 
authorities were nominated to screen the Industrial Maintenance 
and Packing Quota and the Private Industrial Development quota. 
Each State Government appointed a "State Steel Controller" for 
operating the allotment given to them for meeting small consumer 
demands within the State. 
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4.6. 1!n August 1947, India attained freedom which was accom' 

panied by the immediate and pressing problems of rehabilitating re-
fugees from Pakistan and also by the desire and determination to 
get rid of the legacy 'Of industrial backwardness. Government's In-
dustrial Policy was announced in April, 1948, which emphasised the 
importance to the economy of securing a continuous increase in 
production and its equitable distribution. Need for steel, particular-
ly for rehabilitation and development, was found to be greater than 
even the war-time demands, with the result that the limited in-
digenous production had to be severly rationed. To cope with this 
task, the scope of the control was enlarged to become all pervasive 
and the Steel Controller was authorised (a) to freeze any stocks of 
steel, (b) direct sale of any stock 'Of steel even if these were acquired 
against a permit, (c) compel any producer to produce any category 
of steel, (d) regulate the creation of new production capacity, etc. 
Similar powers were also given in respect of control over iron and 
steel scrap of all varieties. 

4.7. The First Five Year Plan was launched in 1950-51. It gave 
Primary importance to agriculture as against industries. The 
pressure of essential demands of iron and steel had alf;o begun 
to' recede. This called for relaxations in the then prevalent system 
of control on distribution control 'Over structurals was the first to be 
withdrawn in August, 1952. In September, 1952, Registered Stock-
ists (Le. smaller stockists handling the State quotas) were permitted 
to dispose of any st'O'cks of steel which were not covered by permits 
within 60 days of the date of reporting the stocks to the State Steel 
Controllers. IiIl January, 1953, pipes were completely de('ontro!led. 
In May, 1954, the stockholders were allowed to dispose of b~rs and 
structurals without any permit at all and sheets after 89 days, if 
uncovered by permits. 

4.8. Towards the middle of 1955, it was found that as a result of 
the relaxations referred to above the producers had booked orders, 
mostly from stockists, for bars and structurals to cover their pro-
duction for severay years and were una,ble to deliver materials 
against fresh orders even frQlll Railways and other Government de-
partments within a reasonable time. Meanwhile, essential demands 
were also going up. The Second Five Year Plan laid more emphasis 
on the development 'Of Industries, irrigatio'n and power projects and 
transport, all of which needed considerable quantities of steel. As 
a result of all these developments most of the relaxations granted 
during the previ'Ous three years were withdrawn in November, 1955, 
and the system of quota-allocation was again revived for all cate-
gories of steel. 
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4.9. E~sential Commodities Act, 1955, was enacted in April, 1955. 

Based on the provisions of this Act, Iron and Steel (Control) Order, 
1956, was issued on the 8th May, 1956. Up to this time, there were 
two separate Control Orders-one for prime steel and another for 
scrap. Both these orders were amalgamated into the Irl)n and Steel 
(Control) Order, 1956. 

4.1 O. Almost all categories of iron and steel were di tributed in 
accordance with the provisions of Iron and Steel (Control) Order, 
1956. Under the procedure, the Iron and Steel Controller, with the 
concurrence of the Ministry of Steel and Mines, used to allocate 
bulk quotas to various sponsoring authorities. The sponsoring 
authorit:i,es used to allocate quota., of iron and steel placed at their 
disposal to various actual users within their purview. 

4.11. The quota-holders used to submit their indents on the pres-
cribed forms to the Iron and Steel Controller for Planning. The Iron 
and Steel Controller used to plan these indents on any of the main 
producers. The main producer:; used to issue sale orders and supply 
the materials in order of chronology of the booking of indents. 

4.12. It will be seen that after the end of Second World War, the 
policy for distribution was shifting from time to time between 
various stages of control and decontrol depending upon the balance 
between supply and demand of various categories of steel. However 
as there was a general dissatisfaction with the distribution system, 
the Government in September, 1962, appointed a Committee popu-
larly known as the Raj Committee to examine the then system of 
planning and distribution of steel. 'rhe Committee submitted its 
report in 1968. The major recommendation which was accepted was 
the constitution of the Joint Plant Committee to take over the work-
ing of planning the indents on the different producers and distribu-
tion ann price of the 'Non-scarce' categories like bars, rods, ~truc
turals etc. Broadly speaking, all non-flat products such as bars, rods 
etc. which constituted about 70 per cent of the production were free 
from price and distribution control. Control continued to operate in 
the case of 'scarce' categories such as plates and sheets. With prog-
ressive improvement in the availability, control over some other 
categories was also lifted from time to time and ultimately in May, 
1967 on the recommendation of the KhadiIkar Committee's Report, 
Government decided to remove statutory Control over the prices 
and distribution of all categories of steel. It has, howev~r. been 
stated by the Ministry that the Iron and Steel (Control) Order, 1966 
continues to be in operation and only the operation of a few clauses 
of the Order was suspended to give effect to the decision to remove 
statutory control over the prices and distribution of iron and steel. 



84 

4.13. The Joint Plant Committee, as referred to above, was consti-
tuted in March, 1964 but it started functioning only from August, 
1968. It consists of the representatives of the Producers with the 
Iron and Steel Controller as the Chairman and a representative of 
the Railway Board as a member. The Committee was entrusted with 
the job of looking after the distribution and prices of the decontrolled 
categories. From May, 1967 all categories came under the purview 
of the Joint Plant Committee. Along with the Joint Plant Commit-
tee, another Committee known as the Steel Prio1rity Committee was 
also constituted in March, 1964, to de:.:ide on the quantum of supplies 
to be made to priority consumers so far as their requirements of 
'scarce categories' like sheets, plates, etc· were concerned. From 
March, 1964 till May, 1970, they were functioning in respect of the 
scarce categories only. However, with the end of the rece:.sion and 
the subsequent spurt in building activity, the demand for various 
categories like bars. rods, structurals, etc. started going up and in 
May, 1970, Government decided to treat all categories of steel as 
'scarce'. In other words, de:patches from steel plants for all cate-
gories of steel started taking place only in accordance wi '.11 the 
decision of the Steel Priority Committee. This Committee which 
originally consisted of the Steel Secretary (Chairman) the Economic 
Affairs Secretary, the Industries Secretary, the Planning Commission 
Secretary and the Iron and Steel Controller (Member-Secretary) was 
also sTrengthened in May, 1970 by the inclusion of the Foreign Trade 
Secretary, the Chairman Railway Board, the Director General of 
Technical Development, Development Commi'sioner, Small Scale 
Industries and the Joint Secretary in the Ministry of Steel, along 
with the representatives of the Producers. Formerly they used to 
meet and decide priority allocations on half yearly basis but with 
effect from September, 1970 these are being done on quarterly basis. 

4.14. The detailed composition and the function~ of the Joint 
Plant Committee and the Steel Priority Committee arc given below: 

JOINT PLANT COMMITTEE 

Co-mpositwn 

Chairman 

(i) The Iron and Steel Controller-
Members 

(ii) One repre:entative each of the main steel plants, that is 
to say, the Tata Iron and Steel Company Ltd,. the Indian 
Iron and Steel Company Ltd., the Hindustan Steel Ltd., 
Bhilai and the Hindustan Steel Ltd., Durgapur. 

(iii) One representative of the Ministry of Railways. 
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Functions 

(1) The Joint Plant Committee shall be responsible for carry~ 
ing out generally the functions of co-ordinating the 
working of the main stcd producers, particularly with a 
view to evolving common procedures and joint action in 
regard to plnnning of indents, desputch, dLtribution and 
pricing of products and drawing up of rolling programmes. 

(2) The Committee may obtain from the producers, indentors 
and authorised dealers such information and data as it 
may require in connection with the planning of produc-
tion scrutiny of indents and allocation to different plants 
and may also form such statistical and other units a~ may 
be necessary for this purpose. 

(3) The Committee shall handle all indents for a]] cate~ories 
of steel as are to be executed by the main steel plants. 

(4) The Committee may formulate terms and conditions 
which are to be fulfilled by the indentors to the extpnt not 
covered by any specific orders issued under the Iron and 
Steel (Control) Order, 1956. 

(5) The Committee shall have wid2 publicity to the procedure 
to be followed by the indentors and may devise, if neces-
sary, forms of indents from time to time. The Committee 
shall scrutinize the indents submitted to it and after the 
scrutiny forward the indents to the steel plants nominated 
by the indentor for booking of orders. The Committee 
may prescribe the financial and other formalities to be 
completed by the various classes of indentors, prior to the 
steel plant accepting the indent for issue of sale orders. 

(6) The Committee shall help the Steel Priority Committee 
in deciding the priorities for de,patch of iron or steel. For 
this purpose, in the light of the recommendations made 
to the committee by the sponsoring authority regarding 
the requirements of individual consumers, the Committee 
shall discuss with the main producers and such of the 
sponsoring authorities as it copsiders necessary. th~ ex-
tent to which their requirements and estimated produc-
tion can be matched and thereupon send its consolidated 
proposal with its recommendations to the Steel Priority 
Committee. In making such proposals, the Committee 
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shall have due regard to the need to minimise to the 
extent possible the freight payable for movement of any 
category or iron or ~teel indented for. 

(7) The Committee shall, subject to any overall directions 
from the Steel Priority Committee, prescribe the parti-
culars of information which consumers seeking priority 
should furnish, the proforma for this purpose and the last 
dates and time-table by which inforfation should be fur-
nished, scrutinised and completed in order to enable 
effective deliveries against priority allocations in each 
quarter. 

(8) The Committee may determine, announce and list prices 
(base prices as well as extras) from time to time of all 
categories of iron or steel not subject to price control 
under clause 15 of the Iron and Steel (Control) Order, 
1956. The prices so determined will be ex-work5 prices. 
The Committee shall and a fixed element ~ equalised 
freight to the ex-works prices announced from time to 
time in order to ensure that buyers of steel all over the 
country pay the same railway freight irrespective of the 
distance from the source of supply. The Committee may 
take such measures as it considers necessary 'Jr dedrable 
to ensure that buyers of iron or steel all over the country 
pay the same price. 

(9) The Committee shall endeavour to equalise freight for 
those categories of iron or steel, if any, which are subject 
to price control under clause 15 of the Iron and Steel 
(Control) Order, 1956, and for this purpo~c take such 
measures as it considers necessary or desirablp. 

(10) The Committee shall meet as often as necessary but not 
less than once a month so that it can effectively discharge 
its supervisory and co-ordinating functions. 

(11) The Committee may evolve suitable organisation, methods 
and procedures to review carefully the general market 
situation, fluctuations in free market prices, the trends of 
production, availability and movement of iron and steeJ. 
and, in particular, the despatches from the different steel 
plants to ensure that the priorities laid dm,vn by the 
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Steel Priority Committee arc complied with to the maxi-
mum extent possible and for this purpose the Committee 
shall arrange for effective and timely flow of information 
from the steel plants and sponsoring authority. 

(12) The Committee shall submit regular and comprehensive 
information to the Steel Priority Committee to enable the 
latter effectively to review and regulate distribution. 

(13) The Committee shall regulate the distribution and sale of 
defectives, cuttings, re-reliable and other scrap, and of 
materials from the stockyards of main producers Oll a uni-
form basis for all producers and for thi:; purpose may 
prescribe uniform procedures and systems for the distri-
bution and sale of the aforesaid categories for adoption by 
all the steel plants and review the same from time to time. 

STEEL PRIORITY COMMITTEE 

Composition 

Chairman 

(i) Secretary, Ministry of Steel and Heavy Engineering 

Members 

(ii) The Secretary, Department of Industrial Development. 
(iii) The Secretary, Planning Commission. 
(iv) The Se<;retary, Department of Economic Affairs, Min-

istry of Finance. 
(v) The Chairman, Railway Board. 
(vi) The Secretary, Ministry of Foreign Trade. 

(vii) The Director General, Technical Development. 
(viii) The Development Commissioner, Small Scale Industries. 

(ix) Three Directors of the Hinaustan Steel Limited nominated 
by the Hindustan Steel Limited. 

(x) One Director of the Tata I.ron & Steel Company Ltd. 
nominated by Tata Iron and Steel Company Ltd· 

(xi) One Director of the Indian Iron and Steel Company Ltd. 
nominated by the Indian Iron & Steel Co. Ltd. 

(xii) The Joint Secretary, Ministry of Steel and Heavy Engi-
neering. 

(xiii) The Iron and Steel Controller-Member Secretary. 
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Functions 

(1) The Committee shan discharge its functions in relation to 
the following categories of steel produced by the main 
steel plants, namely: 

(i) Joists 
(ii) Channels 
(iii) Unequal Angles 
(iv) Rounds 
(v) Squares 

(vi) Angles 
(vii) Tersteel or equivalent 
(viii) Wire Rods, Mild Steel 

(ix) Wire Rods, High Carbon, ACSR quality, Wire rope quality 
etc. 

(x) Foreign equality Semis. 
(xi) MS Flats 
(xii) MS Plates 
(xiii) Sheets 
(xiv) Sheets and Plates in coils 
(xv) Electrical Steel Sheets 

(xvi) G. P. Sheets 
(xvii) G. C. Sheets 
(xviii) Boiler Quality Plates 

(xix) Shipbuilding Plates 
(xx) Chcquered Plates 
(xxi) High CarbonlHigh Tensile Plates 

(xxii) Bearing Plates 
(xxiii) Crossing Sleeper Bars, Rails, etc. 
(xxiv) Light Rails 
(xxv) Heavy Rails. 

(2) The Committee shall meet and decide the priorities for 
despatch of iron and steel on a quarterly basis. The Com-
mittee may evolve the priority requi~ition forms, proce-
dures for submission and processing of priority 
requisitions. 
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The Chairman of the Committee may invite or co-opt any 
other Secretary to the Government of India or Head of 
Department to attend any meeting of the Committee. 

The Committee shall, at its meetings, review the imple-
mentation of its decisions taken in earlier meetings allo-
cating priorities and shall be generally review the over-
all position of steel distribution and availability. 

(5) The Committee shall, from time to time, review the Work-
ing of the Joint Plant Committee. 

(6) While allocating despatches of different categories of steel 
to the consumers, the Committee shall take into considera-
tion the estimated production during the quarter in which 
the allocations are to be made. 

(7) While allocating despatches to the consumers the Commit-
tee may earmark the proportions of available prOduction 
considered reasonable for despatch, not to the individual 
consumers direct, but to the stockyards of the main pro-

ducers and to traders subject to any conditions that the 
Committee may choose to impose to achieve the most 
balanced regional distribution. 

(8) In considering despatches of steel to industrie:; in the 
small-scale sector, the Committee shall give weightage to 
requirements routed through the Small Scule Industrie:; 
Corporations or Raw Material Depots set up by the State 
Governments. 

(9) In according priority of despatch to the Qrders gooked hy 
any individual con' umers on the main producers, the 
Committee shall utilise, to the extent possible, such orders 
which exist on the date of publication of this notification. 
Priority of despatch shall be accorded to subsequent orders 
only when the existing orders placed by a consumer for 
the category of steel for which the Committt'e decides to 
accord him priority are exhausted. 

(10) Where the St~~c1 Priority Commit tce allocates priority of 
despatches to any party for the purpose indicated by the 
party, and where it comes to the notice of the Committee 
that the steel has not been used for the purpo' e specified. 
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then without. prejudice to such punishment as he may 
become liable to for violation of Clause 7 of the Iron and 
Steel Control Order, 1956, the Committee may turn down 
or modify any subsequent requests received from the 
party for allocation of priority of despatches or ~uspend 
any allocation of priority already given. 

B. Present Distribution System 

(i) Steel Priority Committee and Joint Plant Committee 

4.15. It ha; been stated by the Ministry that the present policy 
of distribution which came into force on 22nd May, 1970 is con-
sumer-oriented. It has brought under the Steel Priority Committee 
practically all categories of steel produced by the main producers. 
About 80-85 per cent of the total production of Steel Plants is distri-
buted on the basis of priority granted by the Steel Priority Commit-
tee on quarterly basis. The Steel Priority Committee consider de-
mands of the consumers which have been ~ponsored by the appro-
priate sponsoring authorities in accordance with the prescribed 
procedure. While requirements of the bulk consumers which include 
organised large sector, public sector etc. i.e., requir~ments for more 
than one wagon are met from the St~el Plants, the requirements in 
small quantities i.e., requirements less than a wagon load of indus-
tries and the needs of private citizens and public institutions, are 
generally met from Producers' Stockyards. At present abo,ut 5-10 
per cent of the indigenous production of steel materials is distributed 
through the producers' stockyards. 

The indenting procedure for requirements of steel for more than 
one wagon under the revised distribution system is as follows: 

Indenting Procedure for requirements more than one wagon 

4.16. The previous system of regulating the booking of orders on 
the steel plants has been given up. All indentors requiring iron and 
~teel for genuine purposes are now free to book orders for steel 
without any ceiling on the steel plants through the Joint Plant Com-
mittee. The indents presented to the Joint Plant Committee are to 
be accompanied by such documents as prescribed by the Joint Plant 
Committee to satisfy them that the indentor is a party authorised or 
competent to utilise the particular category of iron or steel for any 
genuine use in construction or fabrication. Where the indentor re-
quires the irQIl or steel only for purposes of trade, the indent should 
be accompanied by the particulars or documents prescribed by the 
.Toint Plant Committee to satisfy them that the party is a bona fide 
and competent trader of iron and steel. The Joint Plant Committee 
after this scrutiny of the indents, forwards them to the steel plants 
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nominated by the indentor for booking of orders. The Joint Plant 
-Committee may also prescribe the financial and other formalities to 
"be completed by the various classes of indentors, prior to the steel 
plant accepting the indent for issue of sales orders. Such sale orders 
·are valid for a period of two years only from the date of booking and 
will automatically lapse at the end of that period unless the des-
patches are effected within that period or the sale orders are included 
by the Steel Priority Committee for rolling and despatch prior to the 

date of expiry. The condition regulating such automatic lapse is 
now included in the conditions of stale in all sale orders. 

4.17. Consumers who have orders booked with the Main Pro-
ducers and who are interested in getting priority for delivery during 
any quarter should approach the Steel Priority Committee through 
their sponsoring authorities. The priority allocations is done quar-
terly. Steel fabricating units whose requirements do not vary very 
much from quarter to quarter, are free to give their annual require-
ments at the beginning of each financial year instead of applying 
·every q\,larter as above. In order to prevent leakages from the actual 
users, it will be necessary for the sponsoring authorities to screen the 
requirements received from individual consumers carefully before 
recommending what they consider to be the genuine requirements to 
the Joint Plant Committee for being consolidated and placed before 
the Steel Priority Committee. After receiving these recommenda-
tions from the different sponso,ring authorities and the ('stimated 
production from the Main Producers, the Joint Plant Committee 
-discusses with the Main Producers and such of the sponsoring 
authorities as they 60nsider necessary, the exteqt to which the re-
quirements and estimated production can be matched, and thereupon 
send their consolidated proposal with their recommendations to the 
Steel Priority Committee. In framing these proposals, the Joint 
Plant Committee has due regard to the need to minimise to the 
extent possible the freight payable for the movement of the,e cate-
gories. The Steel Priority Committee takes into consideration the 
estimated production during the quarter in question and allocate 
despatches of different categories of steel to the consumers. In doing 
so they earmark the proportions of available production considered 
reasonable for despatch not to individual consumers direc'" but to 
the stockyards of the Main Producers and to traders, subject to any 
conditions that they may choose to impose to achieve the most 
balanced regionable distribution. In considering despatches to indus-
trie'5 in the small scale sector, the Steel Priority Committee will give 
weightage to requirements routed through the Small Scale Indus· 
tries Corporations or Raw Material Depot set up by some State 
Administrations. 
528 L.S.-7. 



92 
4.18. The Joint Plant Committee. subject to any overall direcU.OIi8: 

from the Steel Priority Committee, prescribes the particulars of in-
formation which consumers seeking priority should furnish, the prp-
forma for this purpose, and the last dates and time table by whicp 
this information shoul.d be furnished, scrutinised and completed in 
order to enable effective deliveries against priority allocation in each 
quarter. 

4.19. In according priority of despatch to the orders booked by any 
individual consumer on the main producers, the Steel Priority Com-
mittee utilise to the extent possible, such orders which exist on the 
date of issuing the notification i.e .• 22nd May, 1970. Priority of 
despatch will be accorded to subsequent orders only when the exist-
ing orders placed by a consumer for the category of steel for which 
the Steel Priority Committee decides to accord him priority are 
exhausted. I ::f 

4.20. Where the Steel Priority Committee allocates priority of 
despatch to any individual party for the purpose indicated by the 
party, and where it comes to the notice of the Steel Priority Com-
mittee that ilie Steel has not been used for the purpose specified, the 
Steel Priodty Committee may turn down or modjly any subsequent 
requests received from that party for allocation of priority of des-
patch, or suspend any allocation of priority already given. 

4.21. During evidence the representative of the Department of 
Steel has stated that "the main feature of the distribution policy now 
are that the parties are free to book orders on the main Steel Plants 
without any restrictions unlike what it used to be in the past." 

4.22. Previously the Joint Plant Committee used to make annual 
allocations (in respect of scarce categories like sheets, plates etc.) 
in favour of various authorities like DGTD for large scale units, 
DG (SS1) for small scale units, Ministry of Rnilways, Ministry of 
Defence etc. who would then sub-allocate quotas in favour of differ-
ent indentors. It was only thereafter that indentors could approach 
the Joint Plant Committee who would plan their indents to the 
extent of their sub-allocation. It was further stated by the rep-
resentative of the Department that "after they (parties) book orders, 
if they want priority of despatch-because despatches are regulated 
now by the Steel Priority Committee and not taken in chronological 
sequence-they have to go to their sponsoring authority mentioning 
their need for a particular quarter. Quarter by quarter, we examine 
their reqUirements and after going into, details of works orders that 
they already have, the allocations of the Steel Priority Committee 
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are communicated to Steel Plants more or less as an order, 3S the 
rolling programme, which they have to take up and despatch thus. 
elintinating uncertainties in actual supplies of material for which 
~riority has been allocat~d. And the whole intention of this revision· 
was that we should be able to ensUre a party for the quarter in 
whit:h he was asking for a definite quantity of steel and that will' 
be supplied to him. He can plan his production, he can plan his: 
construction on that basis; at least he is getting this quantity' 
defini tely ." 

4.23. Explaining the need for routing through and scrutinising: 
of indents by the Joint Plant Committee when the Steel Priority 

.,committee has to make the allotment, the representative of the 
Department stated, "the Joint Plant Committee, in fact, functions on-
the ground that when these i~dents are received, computorised' 
analysis is made and put up, then the Steel Controller has a detailed: 
discussion with the important indentors. Thereafter he makes a 
recommendation to the Steel Priority Committee more Qr less with 
the knowledge of the sponsor. The Steel Priority Committee meets: 
under the Chairmanship of the Steel Secretary and certain other 
Departments are also its members.. Any point can be raised and 
considered there. But the Steel Priority Committee does not sit for 
days together as the Steel Controller does. It is the final .:lUthority 
which will discuss the points and try to settle there. When the final 
proposals are made. the SPC meets for half a day because he, the 
Iron and Steel Controller, spends previous to that several days dis-
cussing in detail with the indent~rs or the .sponsoring authorities. 

Scrutiny of Indents by J.P.C. 

4.24. Giving details of the scrutiny of indents by the Joint Plant 
Committee, the Iron and Steel Controller has stated thet it takes: 
about 10-12 days continuous exercise by JPC. It is practically a 
daily sitting during that period. For instance, we are now consider-
ing April-June quarter. All demands sponsored by the various: 
authorities received by the various sponsoring authorities received 
by 31st December, have been taken into consideration. Theyare 
now being computorised. We have a well laid down procedure for 
it. On 29th of this month, we will be finalising rolling programme 
with the producers. By that time, the computorised demand state-
ment will be ready, section!thickness-wise and quantity~~ise. This 
is on the one side. On the other side, we have received availability 
section-wise and quantity-wise. We try to analyse and rolling 
programme is finalised. Thereafter alongwith various sponsoring 
authorities, DGTD, DGS & D, Railways, Irrigation and Power and 
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Defence etc. we sit down and go section-wise, trying to match avail-
.ability with demand. Broad allocations are then made section-wise. 
'These are agaln compiled. We also hold a meeting with all the 
.Directors of Industries and Managing Directors of Small Industries 
Corporations. There is a meeting with all the State Governments 
representatives. In our preliminary meeting with Central Sponsor-
jng authorities at Calcutta, both the effective demand statement, 
section-wise, quality-wise and the tentative allocation section-wise 
are indicated to them. It is also a whole day long discussion. First 
-of general type and then detailed discussion for half an hour or for 
.an hour with groups of sponsoring authorities. There are many 
sponsoring authorities. We sit in continuation of that. Some 
,1, ~~ ~es are made, as suggested by them in these discussions. After 

"')".'~ "~.--:~ '\:~ich is roughly a tentative allocation we give 
__ . ~:~l the same and also hand over a copy of the effective demand 
.statement. It is left to them (sponsoring authorities) to make sub-
allocations sub-order-wise because they are in a better position to do. 
Signed statement of SUb-allocations is taken from them and based 
.on that thereafter go tD! Steel Priority Committee and taken their 
approval. A detailed exercise is thus made every quarter. We also 
at that time take into consideration special requirements of any 
sector and we keep on noting that, so that those demands can be 
subsequently looked after out of small reserve available with the 

.Steel Controller." . 

4.25. When asked as to how the inflated demands that are put by 
the public sectors like Railways, P.W.D. and all that is checked, the 
representative of the Department stated, "It is a matter of discussion 
and pressure. You have to see the previous consumption standards 
and if there is any special increase in any particular quarter you 
have to ask for an explanation as to why it is so? He can say that 
it is for this project or that. It is qUite easy to see the highly in-
flated demands but if there is a demand which is an increase by 
20 per cent to 25 per cent, it is not so easy to check but nevertheless 
the limitation is what is in your hands to distribute and, therefore 
when you have discussion you go by past practice, and seeing the 
importance the allocations are made. There is no other way." 

4.26. The Committee have gathered the impression that because 
of the constraint on available supplies, indentors, particularly those 
in the public sector and in small-scale industries are apt to inflate 

iheir demands so as to secure larger quota even after scaling down 
w'lich may take place in the Joint Plant Committee discussions or 
in the allocations by the Steel Priority Committee. It has been 
.. dmitted by the official representatives of Government that there 
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is at present no foolproof check if the inflation is of the order of 
20-25 per cent. The Committee consider that the Iron and Steel 
Controller should be able to exercise stricter scrutiny of the indents 
so as to take out any elements of inflation. The Committee need 
hardly point out that when a party is found to have indulged in 
grossly inflating its indent, deterrent action should be taken so as 
to act as an example to others. 

Guidelines for fixing priorities 

4.27. It was represented to the Committee that in the mnUer of 
fixing priorities the considerations which govern the Steel Priority 
Committee are not known. The representative of the Department, 
who was asked waether there are any specific guidelines in the mat-
ter of rating priorities, has stated that there are no well defined 
guidelines. The aim is to make the best use of the steel available. 
Defence requirements are generally given high priority. The re-
quirements of the Steel Plants are give.n high priority because they 
are the producers of the steel. The national projects are given high 
priority. Small Scale industries are given a certain amount of 
higher priority. Most of the Government or semi-Government or 
big project users have to be treated on their own individual merit. 
Other demands come through either the DCTD or the Directors of 
Industries or through the Development Commissioner, Small Scale 
Industries. As far as trade is concerned, that is divided into separate 
zones according to ,applications. There the regional considerations 
are important. 

4.28. In a written note, the Department has given the following 
guidelines or criteria for allocation of priorities by the Steel Priority 
Committee:-

"The Steel Priority Committee take into consideration the 
estimated availability during a quarter and allocate 
priorities for despatches of different cattgorics of Steel 
to consumers. In doing so, they ,also earmark the quanti-
ties to be despatched to trade and to the Stockyards. In 
deciding the allocations to others, the criterion mainly is 
the end-use for which the material is required. Broadly 
speaking, any demand classified as "Opertional" by Def-
ence is given the highest priority and is met in full before 
other demands are considered. Other Defence demands. 
the Demands of the steel plants themselves and export 
oriented demands are also given high priority. Important 

, P'lhlic Secto; projects, R~ral Electrification Schemes~ 
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foodgrains godowns etc. are also given priority. Some 
allocations are also made to the industrial units 
both in the large scale and Small Scale Sector 
for their normal functioning. After meeting the Defence 
"Operational" demands, the total 'picture of the demand 
from various sectors for the particular category of the 
particular size and quality under consideration is taken, 
as against the availability and a Judicious allocaticm is 
made, bearing in mind the considerations mentioned 
above. Even at the time of making these proposed alloca-
tions, representatives of some of the important sponsor-
ing authorities such as Department of Defence, Depart-
ment of Defence Production, CW & PC, Directorate 
General of Supplies and Disposals, Railways etc. are closely 
associated. After these draft proposals are finalised, de-
tailed discussions are held with all sponsoring authorities 
and any re-adjustments in the allocations among the 
different projects under the same authority are agreed to 
if so desired. These proposals are then discussed and 
approved at a meeting of the 5teel Priority Committee." 

4.29. The CO'mmittee nO'te that there are nO' definite guidelines 
fO'r fixing priO'rities fO'r allotment of steel to' variO'us indentO'rs except 
that the priO'rities are allO'tted O'n merits O'f each case determined at 
the discretiO'n O'f the Steel PriO'rity CO'mmittee. As there fl an acute 
shO'rtage O'f steel, discretiO'n has O'f necessity to' be exercised. HO'w-
ever well intentiO'ned the dispensing body might be, the pUblic are 
entitled to' have definite indicatiO'ns as to hO'W and O'n what basis 
a demand is preferred to' another. In this cO'nnectiO'n the cO'mmittee 
WO'uld like to' draw attentiO'n to' the legal maxim that it is nO't enO'ugh 
to' dO' justice but it must also appear that justice has been done. 
The CO'mmittee, therefO're, suggest that GO'vernment shO'uld evolve 
guidelines for fixing priO'rities in the light O'f experience gathered 
50' far. 

4.30. During the evidence it was pointed out that while the Raj 
Committee had recommended in favour of strict Jetermination of 
priorities for allocation of steel materials to limited essential priority 
sectors, so that a reasonable proportion of supply of the categories 
was left for non-priority inden to rs, the positiOlIl now appeared that 
who ever did not come within the priority allocations was outside. 
it, which in effect meant rejection of the recommendation of the Raj 
'Committee. It was also enquired whether in the absence of any 
definite guidelines there was a scope for lot of arbitrariness U1llder 
the present procedure which does not give any indicatiQn to a person 



97 

as to how and on what basis, one application has been preferred t\> 
the other. A further question for ensuring fair regional distribu~ 
.Hon of scarce materials as re.commended by the Raj Committee was 
~so raised. Replying to the above points made out in the Raj Com-
mittee's Report, the representative of the Department has stated as 
lollows:-

"Because there is no formal guideline which could be put on 
a piece of paper and shown to everybody, . to say that 
everything happens arbitrarily would be wrong. 'I'here 
are general guidelines that could be given to you. Actual 
priorities are settled by discussion. What you desire is 
more or less being done. Wherever people have 
priority, they are given allocations. Where people 
cannot get priority, where the requirements are small, 
allotments are made to stockyards to the trade. As the 
situation was being exploited by charging extra-ordinarily 
high price, billets had been taken off trade and put under 
the BRC; from there again some allotment goes to the 
trade in order that people who are no-t getting priority or 
who have very small requirements can get their require-
ments met through trade. Industrial units, small scale 
units are fully covered. The Director of Industries, Small 
Scale Industries Corporations etc. put forward their cases. 
There are long arguments and then allocations are made. 
These are allocations which go to hundreds and thousands 
of units allover the country and they are being dispens-
ed with locally, not from the centre because we are not 
in a position to decide about such individual units. 

The distribution policy is re.ally Government's. In 1960-61 the 
three new steel plants started operating and the position 
was easy. Actually when the Raj Committee reported, in 
1963-64 the perspective was entirely different. The Raj 
Committee met in the perspective of a period of increas-
ing awilability, and shortage disappearing. That was the 
picture at that time. In 1963-64 and 1964-65 the HSL steel 
plants had reached one million capacity and that perspec-
tive was justified when the recommendations were made. 
For instance, it suggested successive de-control of items of 
distribution and this was done in the successive years, as 
.';'d when each item became more available in the market. 
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The Raj Committee recommendations were followed an~ 
stockyards were set up with the same idea that more points-. 
of distribution would be available so that steel is available. 
at fair prices all over the country. In f,act, 15 stockyards-. 
have been set up by Hindustan Steel. Be::ause at that 
period of time the shortage was disappearing. the Raj< 
Committee suggested keeping of priority only to the small 
area. Therefore, they have suggested a simplified priority 
only for this and the Priority Committee followed the same' 
procedure. They used to allocate priority more or less 
liberally on this basis. But gradually over the period as: 
industries grew and production did not come to the expect-
ed quantity in the expansion period, sh,)rtage grew. So~ 

the new systems that have come up, which the Govern-
ment introduced, are really in a context of shortage ap-
pearing for all categories of items. That is why you will 
find that in the SPC today almost all categories of steeJ 
have been brought because of uniform shortage in practi-
cally all the items. So, these two things are in two differ-
ent contexts. If the Raj Committee were to meet today 
probably some of the recommendations of the Raj Com-
mittee would be reviewed .again. 

One of the difficulties faced by the earlier Priority Committee' 
was that whilst priority was being allotted, no proportion 
of the priority allocation could be assured supply. So the' 
main thing that this Priority Committee is trying to do is 
to ensure that once they allot something, however, small 
the quantity, the allottee must be sure that by ·and large 
80 to 90 per cent of the allocation made is actually sup-
plied. So in the changed context, additional varietieS', 
which was never thought of by Raj Committee like billet, 
rollers have also been brought under purview and distribu-
tion. 

The Second point is about regional distribution. As f.ar as the 
Government Projects or Government departments are con-
cerned, they are taken care of because full data is ,avail-
able as to how much they require and by what time they 
would be completed. As far as the large or organised sec-
tor is concerned DGTD is there. So far as small scale in-
dustries are concerned, the Director of Industries or the 
Development Commissioner is consulted. In other words. 
the regional factor is expressed through the Director or 
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Industries. So far as the organised industry is concerned, 
irrespective of the origin, wherever industrial capacity 
comes up it will automatically come under the DGTD 
There are statistics published every year by the Iron and 
Steel Controller for the last ten years, giving the exacl 
distribution State wise of steel. You will notice that there 
are certain shifts taking place which is based on the change 
of the industrial pattern of the region. Fo!' example about 
a decade ago most of the steel, about 35 per cent was con-
sumed by the eastern ragion. Today OlllY 17 or 18 per 
cent goes to that region whereas the wee;ti.!r" region likf 
Bombay or Gujarat has come up and they share half of it. 
So, the pattern of regional distribution i.,; rcfieeted in the 
pattern of industrial capacity set up in the region. That 
is how it has been taken care of whether there can be any 
other method of ensuring regional panty i.:l a matter on 
which suggestions can be made." 

4.31. When asked as to what happened to the priorities in car! 
they are not met, it was stated, that, "we try to meet them as muci} 
as possible during the quarter. If, for some reason. that cannot bl 
supplied, then it is physically impossibe to include it in the im:nedi· 
ately next quarter because the allocations for the same would have 
been decided well before this shortfall is known. So, for the next 
practica ble quarter, that is, the quartr r after the next, the spill overs 
from this quarter are included and are the first charge on produc-
tion. So far far as priorities under Category 'B' are concerned, there 
is no assurance. If the parties get it, well and good. otherwise they 
will have to apply again in the next quarter. The reasons for asking 
them to apply again is "that the supply will be six months later thliln 
what they had asked for and they might have alre::tdy made arrange-
ments for that-given up the scheme. made changes etc. Many things 
may happen." 

Guidelines for Steel Plants 

4.32. In reply to an enquiry whether there are any guidelines to 
the plants as to the order in which the work orders are to be taken 
and executed, it was stated as follows: 

"The Plants have different rolling programmes. They have tc 
finish the orders of a particular item before they changt.. 
over to another item. When we give them a priority al-
location we give them the entire picture of all the sections 
and sectors. There is nO! inter Se priority among them. 
They will be executed according to the roUing programme· 
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of the plant. When they take up one particular section, 
they will include in that all the orders indicated by the 
Steel Priority Committee for that section. When that is 
completed they go to the next section. So, their pro-
gramme is product-wise. 

It is done in settlement with the Controller. For purposes of 
allotment availability is decided on the basis of the rolling 
programme. When the rolling programme is decided, sup-
pose there are orders for Section A and Section B. They 
will complete the orders of Section A before going to 
Section B. 

Every quarter oS detailed exercise is done. In the JPC, we 
receive the sponsored demands from various sponsoring 
authorities. At the same time, the plants indicate to us 
the estimates availability section-wise, quality-wise and 
all that. When the total sponsored items are received by 
us, we compile them for determining and analysing the 
rolling programme of the plants for the quarter. In other 
words, subject to the technological constraints, the entire 
rolling programme is attuned to the sponsored demand to 
the extent possible." 

Review of Steel Allocations by the Steel Priority Committee 

4.33. One of the functions of the Steel Priority Committee is to 
review the implementation of its decisions taken in earlier meeting 
allocating priorities and to review the position of steel distribution 
and availability. It was enquired as to the procedure adopted by 
the Committee to ensure that the priority allocations were despatch-
ed by the steel plants in full and in time and of the right specifica-
tions asked by the indentors. In reply, it has been stated that at 
every meeting of the Steel Priority Committee, a review is carried 
out of the performance of the steel plants for the previous completed 
quarter. The allocations for List A are made after discussion with 
the plant authorities. We do make a realistic assessment as much 
as i!=l possiQle, but due to technological troubles or industrial relations, 
there has been set back in production in Durgapur and IISCO Steel 
Plants. But adjustments are made from quarter to quarter so that 
the indentor does not suffer. 

4.34. Giving figures of despatches against effective 'A' List, it has 
been stated that in the case of Durgapur, in the quarters October-
December, 1970, January-March, 1971, April-June, 1971, July-
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September, 1971, the despatches against effective 'A' List were 63 
per cent, 55 per cent, 84 per cent and 63 per cent respectively. In 
the case of Indian Iron and Steel Co., they were 76 per cent, 85 per 
cent, 72 per ce,nt, and 85 per cent respectively. It has been added 
thlt their effort is to satisfy the indentor to maximum extent possi-
ble. Where an indentor suffers in one or two quarters in Durgapur, 
he gets a larger proportion from another steel plant, if the same item 
can be obtained from the plant. But the problem does arise with 
regard to those sections which are only produced in Durgapur a;nd 
nowhere else. With regard to them also, 'A' List allooations auto-
matically spill over-it is a built in drill in the system-to the next 
practicable quarter. While determining the availability for a quar-
ter, 'A' List backlog are also taken into consideration and within the 
estimated production, a certain portion of the produce is earmarked 
to take care of the spill overs. 

The Committee have been informed that so far as Bhilai is con-
cerned, there is practically limited backlog of 'A' List allocations. In 
Rourkela there was some 'A' List backlog due to recent mishap, but 
they are making up. 

4.36. To an enquiry that before making allocations, when the 
plants position to comply with the orders were ascertained, not only 
for overall quantwn but also section-wise availability, how could 
there be a default by the plants, the Committee has been informed 
that sometimes in the heat treatment, quality variations occur. 
There are many impenderables in terms of quality and variations, 
sometimes in ia particular section. Some time roll-breakage occur. 

4.37. Due to these imponderables, the quarterly svstem of alloca-
tion has been brought in, even though there are also uncertainties. 
In quarterly allocation, where a party cannot get all the demands, 
it is made good in the next but one quarter, but if the allooation were 
half-yearly, the outstandings would be met in the next but one-half. 
So the indentor will have to wait much longer. Meeting quarterly 
also gives an opportunity to pressurise the producers to meet the 
deficits of particular sections or particular types of steel and to con-
trol their rolling programme for each quarter. So it will not be 
beneficial to the industry if the allocation is made em half-yearly 
basis. 

4.38. The Committee note that the Steel Priority Committee have 
been making continuous efforts in recent months to ensure that ot 
least indentors who are allotted Category 'A', are able to receive 
steel within the quarter. Even so, the official representatives had 
to admit before the Committee that in the case of Durgapur Steel 
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Plant, tbe compliance has varied between 55 per cent and 84 per cent.. 
The Committee consider that as Category 'A' allottees are obviously 
in need for timely supplies of steel, the objective is defeated if the-
supplies do not materialise in full and in time. It is also on record 
that once an indentor fails to get his quota either in full or in part 
in a particular quarter, his earliest chance to get it would occur 
after an interval of 3 to 6 months. It is, therefore, no wonder that 
manufacturers who need steel as raw material have to resort to 
open market in order to sustain their production programmes and 
it may well be that they may be disposing of the steel which they 
get long afterwards in the open market. It is this compulsion of 
circumstance which has given rise to a widespread open market. 
The Committee would like Government to analyse the reasons which 
have given rise to this malpractice and devise measures by which 
manufacturers and others engaged in priority works get their quota 
of steel in full and in time. 

Scrutiny of indents by various authorities 

4.39. It has been represented to the Committee that there are too 
many organisations co,nnected with scrutinising indents, processing 
documents, sponsoring fC.'Cjulrements and according sanction of re-
quirements and th::lt l::CiC are many stages in processing and the 
result is shuffling of documents between one authority and/or other 
involving lengthy and time-consuming process. It has also been 
represented that at present the Steel Plants take an excessive period 
of about eight weeks for issuing work orders after finalising of the 
financial arrangements. 

4.40. On the point the representative of Department has stated 
that there are two different stages for processing of indents. The 
first stage is the booking of the orders. In this stage the indent is 
received by Joint Plant Committee. The Joint Plant Committee 
makes a preliminary scrutiny of the indent :md then sends it to the 
plant. The plant arranges with the indentor financial formalities and 
after the completion of the financial formalities by the indentor the 
sale order is issued. The next stage is the priority allocation stagE:. 
It consists of (i) sending applications for priority allocation; (ii) 
sDonsoring authority scrutinise it and sends it to Joint Plant Com-
mittee for compilation; (iii) detailed tabulation scrutiny and tenta-
tive allocation done by Joint Plant Committee on behalf of the 
Steel Priority Committee; (iv) acceptance and formal decision of 
the Steel Priority Committee; and (v) deCIsions of Steel Priority 
Committee are communicated to the plant as wen as to the indentor. 
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4.41. The Committee informed that maximum ten days time has 
heen prescribed for preliminary scrutiny by Joint Plant Committee. 
It may be done in one day, two days or five days, but ten days is 
the maximum limit. Similarly, as a guideline, it has been prescrib-
-oed that the steel producers would issue sale orders within six weeks 
..or 45 days from the time Joint Plant Committee sends the indent to 
the sales office of the Steel Plant. 

4.42. When asked whether this period of 45 days could be reduced 
to two weeks or so. the Iron and Steel Controller has stated that they 
are thinking of reducing the time-limit to 30 days, but it will be 
very difficult because of heavy flow of the indents. The Chairman, 
Hindustan Steel Ltd., informed it was largely a question of volume. 
As a result of free indenting policy, the number of work orders that 
have come up have risen by 3-4 times. It was the volume that made 
for the delay. He stated that this time could easily be cut down by 
appointing large number of staff but that would be doing so for a 
temporary period of shortage, which would not be able to reduce 
later on. He added that if the works orders were only restricted to 
priority users, of course, it could be certainly done in two weeks 
but now they had in their books work orders and sale orders valij 
for two years which went on. In reply to a question fer mechanisa-
tion of scrutiny processes it was stated that it could not be mechanis-
-ed as they are individual orde-fs and every item like financial arrange-
ments and specifications etc. had to be checked. 

4.43. The Committee note that the Steel Plants take about 45 
·days to issue work orders after the indents are received from the 
Joint Plant Committee. The Committee are of the view that the 
period of 45 days for issuing of work orders is excessive, especially 
during the periods of scarcity. The Committee :>tress that all-out 
-efforts should be made to reduce the time of 45 days taken at present 
tor issue of work orders' by the Steel Plants to minimUM. 

Publication of figures regarding work orders on Steel Plant:::. 

4.44 The Committee enquired that under the new distribution 
policy the indentors are allowed to book orders on any plant of their 
choice for allotment of materia1s and in the absence of the knowledge 
about the volume of orders on any plant, would it not be better that 
the particulars of such orders are published by the Joint Plant Com-
mittee to enable the indentors to plan their orders properly. 

In reply, the representative of the Department has stated as 
.under: 

.'We have had a discussion on this and the question has caused 
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some difficulty. I have already advised the Steel Con-
troller to find a solution for it. There may be cases, not 
many, but there can be a few cases in which a person has 
a sale order on one unit but the allocation can be made only 
on another unit. There, the Steel Controller has been 
asked to look into it and take the necessary remedial 
action. In the case of Government agencies, it is easy to 
do it because the sale order transferred does not mean any 
earnest money. But, in the case of a private individual, 
there is some slight difficulty but we are trying to look 
into it." 

4.45. The Committee are of tihe view that the position regardiDJr 
the booking of orders on each of the steel plants should be publicised 
widely so that the indentors know the precise position before placing 
the order. This would obviate complaints later fJ"om the indentors 
that they had booked the order without realising the extent of 
booking that had already taken place in the ste~l plants. 

Sponsoring Authorities 

4.46 The Committee was informed that under the present distribu-
tion system all consumers' interest are looked after by some agency 
of Government. For instance, the small scale industries are looked 
after by the Development Commissioner, Small Scale Industries. 
This major industrial sector is looked after by D.G.T.D. The 
Ministries look after their own projects and undertakings. The 
State Governments I'ook after their own projects and all these have 
been designated as sponsoring authorities for the purpose. Every 
person who needs more than one wagon load will have some spon-
soring authority or the other. 

4.47 It was asked when the applications were to be routed through 
some governmental body named as sponsoring authority then, what is 
the need fer additional screening at the Joint Plant Committee level. 
It was stated by the represntative of the Department that the spon-
SQ'red demand would add to something like 16 million tonnes a year" 
whereas it is known that the requirement is only about 6 million 
tonnes ......... "If all the sponsoring authorities do work ~atis-

factorily, the requirements would not have been even 4 million 
tonnes. In other words, the sponsoring authorities are inclined to 
say, 'the Joint Plant Committee will give you 25 per cept of what you 
asked. Then what does it matter? You put in twice or thrice the 
demand'. There also all of them do nQt follow the same uniform 
standard. That makes it more difficult for us". 
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4.48 It was then asked that it was very intriguing situation wh'el'e 

not only the profit-making businessmen but also the various official 
authorities, the statutory bodies and the sponsoring authorities must 
start on the assumption that they will get only 25 per cent of what 
they are demanding and thus putting up unrealistic demand. It was 
stated that the real problem was that all the steel plants did not 
produce enough and whenever there was a scarcity, there was always 
inflation of demand When enquired that why not do away with the 
sponsoring authorities if they were not honest to the requirements. 
it was stated that if the sponsoring authorities were done away with 
then it would be impossible to make judgement not on hundreds 
and thousands but more number of applications. It was also ex-
plained that time was another factor because if the sponsoring 
authorities were to sit down and scrutinise properly or make in-
vestigations. then for each application they might take 3-4 months. 
They make a road check and then sponsor them. The sponsoring 
authorities feel that the real check is when these discussions take 
place and so they do not really sit down and make a proper scrutiny 
when the case comes up. 

4.49. The Co.mmittee have expressed elsewhere their co.ncern about 
pl9cing o.f inflated indents by indento.rs with the Jo.int Plant Co.m-
mittee. The Co.mmittee co.nsider this tendency to. be reprehensible in 
any indento.r but mo.re so. if he belo.ngs to. a Go.vernment organisatio.n 
Dr public secto.r. The Co.mmittee wo.uld like the Iro.n & Steel Con-
tro.ller to. exercise great vigilance in the scrutiny o.f these indents with 
a view to. effectively cheek this tendency to. inflate the requirement to 

secure a larger quo.ta. The Co.mmittee wo.uld als.o. like Go.vernment 
to. impress o.n all Go.vernment Departments, public secto.r and o.thers, 
who. have been given the autho.rity to. ipo.nSo.r prio.rity allo.catio.n 
that a great respo.nsibility lies o.n them to. carefully vet the demand 
in o.rder to. reduce it to. the minimum necessary. The Co.mmittee 
need hardly point o.ut that if every o.ne, particularly the Go.vernment 
spo.nso.rin~ autho.rities, exercised due care and vj~i1ance in spo.nso.r-
ing indents, it wo.uld before Io.ng reduce the demand to. realistic 
levels and make fo.r mo.re ratio.nal and equitable allo.catio.ns. 

(ii) Producers' Stockyards 

Distribution of Prime Materials 

4.50. The small requirements of steel of actual users i.e., less 
than a wagon load are generally met through the Producers' stock-
yards. At present, about 5 t·o 10 per cent of indigenous production 
of steel materials is distributed through the producers stock 
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yards. The salient features of distribution through stK>ckyards are 
&5 follows:-

Stocks received in the stockyards are supplied against:-

(a) steel priority Committee's priority allocations for small 
tonnages. 

(b) Demands of Nominees of the Directors of Industries. 

(c) Allotment letters of the Iron and Steel Controller. 

(d) Old quota certificates. 

(e) Old Joint Plant Committee's authorisations for less 
than a wagon loads, if any. 

(f) Demands placed by fabricators executing orders of the 
main producers and Bokaro. 

(g) Government demands (including Government under-
takings) quasi Government bodies and foreign embassies 
consulates. 

(h) Demands 'Of fabricatorsicontractors engaged in con-
struction work of Government DepartmentsiPubIic 
Sector Undertakings or executing their OTders. 

(i) Demands of medium and Small Scale Units. 

(j) Demands of Private citizens i Institutio,ns for house 
building. 

(k) ReqUirements of Trade. 

Out of the total arrivals in a stockyards in a quarter 20 per 
cent are offered to the Directors of Industries 0'£ the 
States in the zones served by the stockyard to ensure· 
equitable distribution against the reqUirements of the 
small scale industries. The Directors of Industries issue 
recommendations to actual consumers in the Small Scale 
Industries G;)rporation. Sector or Small Scale Industries 
Corporation. There are no guidelines prescribed by Gov-
ernment of India or Joint Plant Committee for such recom. 
mendations by the Directors of Industries. It is for the 
Directors of 'Industries to satisfy themselves about the 
genUineness, reasonableness etc. of the demands while is-
suing their recommendations. About 30 per cent of bars, 
rods, light structurals, GC Sheets received in a stockyard 
are given for house building purposes on production of 
certain documents. 
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Materials left over after meeting all categories of demand 01 
actual consumers. including those not lifteq by any con· 
sumer listed above, within the stipulated period are sold 
to trade.' . 

Distribu~ion of Defectives and Cuttings 

,The entire arisings of the defectives and sheet cuttings are distri-
buted through the producers stockyards. However, till 
such time the outstanding sale orders are liquidated, 10 
per cent of the arisings are despatched directly to the 
parties from the plants against outstanding orders, 90 per 
cent of the receipts in a stockyard are offered to the State 
Small Scale Industries Corporation!Director of ~ndustries 
or State Governments. The stockyards are free to sell 
the balance liJ per cent of their receipt to the parties of 
their choice. In view of the shortage of steel materials and 
t·o· serve as many customers as possible, issue of material 
is generally limited to 2 to 10 tonnes. 

The Circular issued by the Joint Plant Committee No. ES- (1) !PSI 
70, dated the 1st March, 1970 giving detailed guidelines for supply 
of steel from the stockyards is at Appendix III. 

4.51. Regarding the improvements in the working system of 
stockyards, it has been stated that the following steps have been 
taken: 

"Since the Jast few months, the offer letter is going from 
stockyards to the parties only under Certificate of Po·sting 
so that tomorrow jf there is a complaint, it can be checked. 
There is a time period fixed. 

Secondly, the delivery order is issued on the same day for 
the outside parties and the next day fur the local parties. 

Thirdly, we have also fixed seven days period within which 
the delivery must be effected by the parties concerned. 

Fourthly, with the setting up of the regional offices we have 
been checking the stockyards and out of 33 stockyards, 
detailed inspections have been carried out in as many as 
20 stockyards and pIXrducers are also equally conscious and 
anxious to improve the working system." 

4.52. It was brought to the notice of the Committee that while 
the large scale units were getting supplies from the producers 
528 L.S.-B. 
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directly at Joint Plant Committee price, the small scale units set-
ting the sUlpplies through the producers' stockyards had to pay much 
higher price. It was represented that the margin of stockyards' 
remuneration ranged from 133 to Rs. 505 per tonne on certain 
materials. When enquired about the rationale behind fixing such a 
high remunerati'On by stockyards, the representative of the Depart-
mEmt has stated that the remuneration of the st'O'ckyards as report-
ed above was not correct and that their remuneration ranged from 
Rs. 60 to Rs. 380 per tonne is cold rolled sheets. Explaining the 
rationale behind the fixation 'Of margin, it has been stated: 

"The background under which these prices were fixed are a 
combination of several factors. These prices were fixed 
at a time when the steel prices were revised. The Tata 
and others wanted an increase of Rs. 116 because of rise 
in various costs. The HSL also gave an estimate of 
Rs. 100. Actually, I think, about Rs. 77.50 was given 
against this. All these escalations had taken place by then. 
Secondly, we had to invest a certain amount of money in 
the stockyards, we had to seek a compensation for that 
and for which this provision of remuneration had been 
made. It is only along with the increase in steel price that 
these margins were fixed; and along with the distribu-
tion and control, our stockyards have lost a considerable 
amount m business in prime material. Therefore, the 
only turnover which we could have is through the sale 
of this material. 

The other factor, which we must take into account is that, 
today as you read out, that in the open market the prices 
are higher. Now, st-o'ckyard is the last point from which 
steel is being distributed. 1lf there is very large differ-
ence between the stockyard price and the open market 
price, then the incentive for off-loading this in the open 
market is 1. ''':h, because this is going to a large number of 
smaller consumers, the incentive for selling them at open 
market price, will be very much higher. Because, suppos-
ing, the difference today is Rs, 100 or Rs. 150 and you re-
duce the stockyard price, the difference will become 
Rs, 300 or Rs. 250, then incentive for subsidising this will 
be even greater than this very small relaxation given to 
the producers to get something from what the market 
bears. Of course, the other point to make is that although 
this Rs. 380 was high for cold rolled sheets, but in point 
of fact, we do not sell any appreciable quantity of cold 
rolled sheets from the stockyard because they do not come 
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there. Of course, the other point remains that it is true 
that the small scale buyers have to go to the producers' 
stockyards and pay a higher price, and at the same time 
it is also trl,le that compared to bulk supply, retail supply 
will always cost a little more. This point has been also 
raised inside the Government and several suggestions have 
been under consideration. For instance, one way could 
be, if we really want to help the small scale industries and 
give them at the same price as the direct buyers from 
steel plants then a surcharge may be levied on the people 
who are getting material in wagon loads direct from the 
main producers. That surcharge could be very small 
compared to the large quantity which is really going 
from the plants. We supply over 8~5 per cent from 
the plants. This could be one way of doing it but then 
the reaction of major users will be very strong." 

4.53. The Committee note that at present the stockyard remunera-
'fion ranges from Ks. 60 to Rs. 380 per tonne on various items of 
· steel sold through stockyards. The Committee note that the 
· remuneration has been deliberately kept high so as to compensate 
the steel plants for the rising costs which they have been experienc-
ing and bringing to the notice of the Government from time to time. 
The Comniittee, however, consider' tha,t if it is the intention to com-
pensate the steel plants for this increase in costs, then it may be so 
· done as not to pass on the entire burden to the small scale industries 
· whose requirements are largely met from the stockyards. The Com-
mittee would, therefore, recommend that Government should review 

.' carefully the margin of remuneration allowed for sales from stock-
yards so as to reduce it to the minimum in respect of categories of 

· steel which are used mostly by the small scale industries. 

4.54. It was brought to the notice of the Committee that the storage 
: space, unloading and delivery facilities were very limited in stock-
yards and they were. unable to handle the job properly due to these 

· defects and heavy receipts. It was complained that the consumers 
-of the outstations, who come for their requirements faced lot of dim-
-culties and inconveniences and at times, the despatches were sus-
pended causing great hardships and lapse of periodioal allotment. 

'"The Chairman, R.S.L., who was asked about it has stated:-

"This is always true in some of the stockyards particularly, say 
for instance, in Delhi Stocky.ard. The reason is that these 
stockyards were originally planned to keep materials like 
bars, rods, plates which could be stacked very nicely. In-
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stead of that we are. now receivi.ng all kinds of things like 
sheet cuttings, defectives which occupy a very large space." 

i' It is very difficult to unload them, sort it out and this is 
creating congestion in our stockyards because they were 
not designed for keeping this, kind of stuff and also the! 
new distribution pol~cy is giving small quantities to a 
large number of people. So, in order to make things a 
lit,tle better, and taking into account the present situation, 
we in our every stockyard, are now spending more money 
to provide additional storage. Where we do not have" 
vacant space, we have acquired vacant space. Many of 
these st<><:kyards, we are expanding them also." 

4.55. The Committee note that ste.,!i are being taken for providing-
additional storage space to stockyards. The Committee would like 
Government to ensure that the Regional Iron and Steel Controllers 
while carrying inspections of t'he stockyards, also furnish reports 
that adequate and proper storage facilities exist in the stockyards. 
The Committee would like to be apprised in due course of the steps 
taken in this regard. 
(iii) Billet Re-rolLers' Committee 

4.56. In a written note the Committee has been informed that 
compl,aints were being received that Re-rolling Industry who were 
getting billets at fixed prices were selling their products at exorbi-
tant prices. It was, therefore, decided by Government that the pro-
ducts of billet re-rollers should be distributed by the Billet-Re-rol-
lers' Committee which consists of the following: 

Chairman 

(i) The Iron and Steel Controller 
Members 

(ii) The Executive Secretary of the Joint Plant Committee .. 
Committee. 

(iii) Two representatives of the. Hindustan Steel Ltd. 
(iv) One representative each of the Tata Iron & 

Steel Co. and the Indian Iron & Steel Co. Ltd. 
(v) Three representatives of the Steel Re-rolling 

Mills' Association. 
4.57. The Committee came into existence in the middle of April; 

1971 and started making allocations with effect from 1st May, 1971. 
It also regulates the supply of billets to the Billet Re-r<111ers. In I 
deciding the distributidn of Re-rollers' Product the Billet Re-rollers'-
Committee earmarks a substantial portion of re-rolled' products to. 
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!lDeet priority and bulk requirements specially of Government De-
partments, Public Undertakings and Quasi-Government Institutions. 
The Committee arranges for distribution of the balance quantities 
through the stockyards of the main producers. The Billet Re-rollers' 
'Committee determines the price of re-rolled products subject to the 
approval of Central Government. The Billet-Re.-rollers' Committee 

:Scheme has come in full operation with effect from 1st July, 1971. 

4.58. The Billet Re-rollers' Committee allocates roughly 70 per 
-cent of the products of the registered billet-re-rollers to the bulk 
·consumers in Government priority sector. The rest is sold with the 
help of the stockyards of the main producers. 

4.59. It has been stated that the following guidelines have been 
-evolved, in consultation with the Joint Plant Committee., for distri-
bution of the balance materials (roughly 30 per cent) channelised 

-.through the main producers' stockyards:-

(a) About 30 per cent shall be reserved for genuine private 
citizens and institutions for building houses. 

(b) About 20 per cent shall be reserved for small scale indus-
tries for distribution against recommendations of the Dir-
ectors of Industries. This material will be placed at the 
disposal of the SSI Corporation concerned. 

(c) About 10 per cent shall be sold to large and medium scale 
industries to meet their small and emergent needs. 

(d) About 10 per cent" shall be reserved for meeting small and 
urgent demands of Government Departments I Proj ects. 

(e) About 30 per cent shall be sold, by rotation, to genuine 
traders borne on the list to be maintained by the stock-
yards. For this purpose, the list of traders shall be broad-
based to ensure that at least one trader is recognised in 
each district in the. entire regions covered by the stockyard. 

4.60. During evidence it was stated that in 1971-72, from the integ-
rated steel plants billet re-rollers will arrange about 700,000 tonnes 
of billets for the distribution under the. Billet Re-rollers' Committee. 
As regards the proper utilisation of materials by the Billet Re-rollers, 
the Committee was informed that the re-rollers were given the bil-
lets and they were paid conversion charges at the rate of Rs. 236 per 
tonne. As there was difference in price between the imported bil-
'lets and the billets produced by the integrated steel plants and tak-
"ing these two prices into account, a price is fixed land at that price 
~e billets are sold according to the allocation. 
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4.61. When asked as to how the industry was benefited by the-

scheme through increased utilisation of industry's capacity and re-
ducing their cost, it was stated that the scheme was intended to<> 
benefit the consumer in the sense that previously the re-rolling in-· 
dustry were selling the. products from the billets at a high price in.. 
the open market while they were getting the billets at a regulated 
price from the main steel plants. Now their finished products are' 
sold at a regulated price through the stockyards. The industry would 
benefit slightly to the extent that now they are getting a uniform 
distribution of billets more or less according to their capacities from-
the Billet Re-rollers' Committee. In reply to the question whether-
the 'industry has been working to their full capacity, it was stated' 
that total availability of billets was very short of their capacity. 
The aim was to give them nearly 40 per cent of their one shift capa-
city and it was expected that the capacity utilisation in 1971-7a te» 
be near 48 per cent. When asked as to why the. billets wet"'e not 
being imported to utilise the idle capacity, it was stated that the' 
billets were being imported and already orders have been placed t<> 
import 40-50 thousand tonnes of billets and if it could be, certainly 
more import would be tried. Billet is not an item which is readily 
available in markets abroad but by building up orders we could try 
to procure some more. It was, however, added that it was not pos-
sible to import billets just to keep the re-rollers fully employed. The-
import of the billets is regulated on the assessment of the require ... 
ments of the country. It was added that the conversion charge of 
Rs. 236 per tonne had been fixed after calculation based on the par-
tial utilisation of the capacity, and that even during the recession 
when the billets were freely available and still, utilisation did not 
touch anywhere. near 100 per cent of their one shift capacity, the-
reason being that they could not sell the product. 

4.62. The following tables indicate the contributions of the re-
rolling industries towards the total availability of steel items in the· 
country: 

Year 

1960-61 
1961 -62 
1962-63 

Total 
Regd. Re-

rollers 
(monthly 
averagt: ) 

Grand Total 
Secondary (Mnnthly 
Producers average 
(monthly in tornes) 
average) 

4 
._---_._._---

66,730 
48,026 
53,351 

II,545 
16,403 
14,194 

78,184 
64,4 2!il' 

67,5 
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2 3 4 

1963-64 60,975 13,578 74,553 

1964-65 40,175 18,703 58,878 

1965-66 37,216 15,672 52,888 

1966-67 60,385 16,467 76,85z 

1967-68 61,671 ; 14,048 75,719 

1968-69 :53,856 [,10,805 64.661 

1969-70 46,064 7,123 153,187 

Contribution of re- rollers towards the National grJota 

Year National Percentage of Re-rollers, con tribution 
total of in terms of 
finished 
steel (on 
million National Bars & Rods alone 
tonnes) total Rods 

... -- ----- --- -- -
1961-62 2'96 27% 60% 94% 

1962-63 3'91 24'3% 56'6% 91'4% 

1963-64 4'3 22'2% 51'2% 9I'2% 

1964-65 4'4 18% 40'2% 90% 

1965-66 4'5 17% 38'3% 91'3% 

1966-67 4'4 22'2% 48% 95% 

1967-68 4'1 22'8% 54% 83% 

1968-69 4'8 T7'6% 47% 68% 

4.63. The Committee note that the steel re-rolling has now been 
brought under the control of the Billet Re-rollers' Committee. The 
Committee also note that the products of re-rolling industry viz., 
rods and bars, etc., meet to an appreciable extent the national re-
quirement. It has been brought to the notice of the Committee 
that 52 per cent to 60 per cent of capacity of steel re-rolling in-
dustry is lying idle for want of adequate supplies of 
billets. The Committee note that Government are examining the 
feasibiJity of importing larger quantities of billets to meet the 
internal demand. The Committee recommend that Government 
should carefully review the position and so allocate the billets that 
the consumers' requirements are met on a decentralised basis to 
the maximum extent feasible. 
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C. Distribution to Smal Scale Sector 

4.64. The Committee have been informed that steel supplies to 
Small Scale Industries all over the country will now be routed 
through the respective State Small Scale Industries Corporations. 
The Corporations will make their own assessment of the require-
ments of the units in their State and place their consolidated demand 
on the Joint Plant Committee. The material received will be dis-
tributed by the Corporations through their depots. This decision 
followed the acceptance of the relevant recommendation made by 
a Committee head by Mr. Balachandran, Additional Secretary, 
Ministry of Industrial Development. Their recommendation was 
that all the material required for the Small Scale Industries, whether 
imported or domestic, should be given to the Small Scale Industries 
Corporations and not to the State Governments or the Director of 
Industries. Individual units will get their materia} from the Cor-
poration. It was stated during evidence that this new system would 
come into force from January, 1972 onwards except for certain items 
like wire rods, skelp/strip, for which the new units will make direct 
purchase. 

4.65. Giving background of the distribution to small scale sector 
through the Small Scale Industries Corporation and the role of the 
Director of Industries vis-a-vis the Corporations, the Iron and Steel 
Controller stated: 

" .... In the control perio.d which finished in 1964 partly and 
comeletely in 1967, there was hardly any Small Scale In-
dustries Corporation in the various States. The require-
ment~ of the small scale units used to be met through con-
trolled stockists and registered stockists. There used to be 
a quota for small scale industrial units' which was chan-
nelised through controlled stockists and they used to dis-
tribute. After the de-control period it was felt thM trader 
is not the right source for meeting the requirements of 
the small scale units and that is how the Small Scale 
Industrial Development Corporations came up. When they 
came up this was a de-control period. In this period so far 
as the scarce materials were concerned i.e. flat products, 
namely, plates, sheets and strips these used to be met 
through SPC. As we have already explained for other 
items, JPC used to allocate the material to the Corporation 
or individuals. There was no difficulty. For plates and 
sheets the demands for small units used to come both 
through Corporations and directly. Corporations could 
book order and small scale units could also book their 
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orders and forward to JPC through the sponsoring autho-
rity which was the Director of Industries. 

Now, this situation continued till May, 1970. After May, 1970, 
when we brought most of the items under the Steel 
Priority Committee, the system continued in the sense that 
the Small Scale Units could come directly through the 
Director of Industries . and the State Corporations could 
also put in ther demands. The Director of Industries was 
the sponsoring authority "for both of them. If I had a 
small unit, my requirement used to be sponsored directly 
by the Director of Industries and the requirements of the 
Corporations ~re also routed through the Director of 
Industries. In other words, the Director of Industries was 
the Sponsoring ,authority for the entire small scale sector. 

Now, after we changed the system except for the three items 
which has been mentioned, we have practically brought all 
the items under the Corporations. In other words, we 
will not allocate directly any material to small scale units. 
The Director of Industries will continue to playa positive 
role e.ven if we route them through the Corporation-or 
partly Corpor~tion and partly directly. This is how he 
is connected. Firstly, he is the sponsoring authority for 
the demands of the Corporations; he is, so to say, the 
nucleus for meeting all the requiremenl$ of the small scale 
sector in the State. Secondly, the Director of Industries 
will play a positive role in distribution also in the sense 
that this material will be supplied through a net-work of 
raw material depots. There are raw material depots pos-
sibly at Kanpur, Allahabad and at various places. The 
material will go to these depots and be distributed from 
there. Now, the total capacity of the small scale units 
category-wise, at various points of distribution, will also 
be provided by the Director of Industrres because he has 
got the data of the capacities of the various units. So, the 
Director of Industries will thus continue to play a positive 
part. 

4.66. When e.nquired about the composition of the Small Sc·ale 
lndustries Corporations in the States, the Committee has been in-
formed that it varies form State to State. In one or two States, the 
Director of Industries is perhaps the Chairman of the Small Scale 
Industries Corporation. In some States, a non-official is the Chair-
man while the Director of Industries or Secretary (Industries) is the 
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Vice-Chancellor. In some other States, he is only an important mem--
ber but he has a positive role in the Corporation. It was then asked 
if the sponsoring authority was the Director of Industries and he was: 
also ~ Chairman of the State Corporation, then what purpose the' 
Corporation would serve. In reply it was stated: 

"Firstly in plac~ where the Director of Industries is the Chair-· 
man of the Corporation, he would have an individual 
check in the Corporation itself because of his responsi-
bility as the Chairman. Secondly, when the demand 
comes to the Directorate of Industries, his office will make 
another check and put it up to the Director of Industries. 
It may well happen. that what bas been passed by the' 
Corporation under his Chairmanship may be amended by 
him as Director of Industries. So, I would not say that 
it is a waste of time to have a second check. 

4.67. It was pointed that there was a general complaint that 
though the material was distributed through various agencies, the 
actual users were not getting the material and it was asked whetht!r 
there was any check that the material was being received by the 
actual user. In reply, the representative of the Department has 
stated, "We have set up the Regional Controllers and one of their 
functions is to look into the distribution of raw material both from 
the stockyard, if necessary, from the SSIC as well. However, if some 
parties have been dicriminated against, they can certainly bring it 
to the notice of Regional Controllers ... In a particular case, it came 
to our notice that a particular Corporation had released the material 
to the trade and we took it up with the Development Commissioner. 
Then the party apologised amd assured that such a thing would not 
happen 8itain." It was, however, admitted that "as far as the Small 
Scale Industry is concerned, it would be very difficult to ensure equi-
table distribution from the Centre apart from other atj'vantages of 
consolidating the demands, etc. and only when the complaints come 

to the Steel Controller or to the Joint Plant Committee or to Govern-
ment, they look into them and wherever there is an abuse, it has to 
be rectified." 

4.68. Luther Committee had recommended that it was desirable 
that the allocations to the Small Scale Industri~ should be related 
in some measures to the capacities of the individual units as in the 
case of DGTD units. Replying to the point, the representative of 
the Department has stated: 

"O)ne of the problems that we have always faced with the small 
, scale industry is that the capacity is not assessed ona uni-

form basis in the country. But in the DGTD, we have, the 
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facility that there is a uniform countrywide assessment of" 
capacities by a common authority. For the small scale in.· 
dustries, the capacities were being registered by the Direc-
tor of Industries and it was common knowledge that assess-
ment of the capacities varied considerably from State· 
to State. The Development Commissioner of Small Scale' 
Industries has undertaken a survey of the engineering in-
dustries in order to try and remedy the situation and to 
bring all the engineering industries in the small sector on 
a common assessment platform. But this has not been 
completed. Meanwhile Luther Committee's recommen-
dations, as I said were again in the background of allotment. 
of quota which we did not continue. I~ is in a wayan im-
provement. We are giving a bulk allocation to the Small' 
Sca.le Industries Corporations and the Corporations which 
have a much closer and intimate knowledge of the inter se· 
capacity of their units are able to distribute the material 
to their individual units in a more uniform manner." 

4.69. Replying to a question whether any proper check was made' 
about the existence of the units in various States to whom the alloca-
tion was made and about its proper utilisation by these units, the re-
presentative of the Ministry has stated that: 

"We are awa~ and we have been requesting the Director of 
Industries to have a check. In fact, one Director of Indus-
tries did conduct a surprise check in one city in the matter 
and found that as many as 84 units were completely non-
existent. They are also alive to the problem. But the 
point is that the marerial should be freely available or we 
should have at least an elaborate arrangement which is 
very difficult to contemplate, But the Directors of In-
dustries are certainly cooperating with us in this matter." 

4.70. The Committee recognise that the small scale industries oc-
cupy an important developmental role in national economy and it is 
Government's policy to extend the necessary assistance to them. 
While the Conunittee are in full agreement with this objective and 
consider that small scale industries should be extended every help,. 
they feel tliat a duty is also cast on Government to see that the bene-
fit goes only to those units which are actively engaged in production. 
During the course of tour by Study Groups of the Committee, as well 
as in informal discuss'ions, an impression was given that the require-
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-ments of small scale industries for scarce raw materials particularly 
"for steel are apt to be inflated. It was represented that some units 
"In fact exist only for the purposes of getting benefits of scarce raw 
"materials without engaging themselves in production. The Committee 
"note that as far as the Iron and Steel Controller is concerned, the in-
dents are required to be sponsored either through the Diroctor of In-
dustries or through the Small Seale Industries Corporation. The 
Committee would )ike Government to take effective measures in con-
sultation with the Development Commissioner for Small Scale Indus-
tries and the State authorities to ensure that the requirements for 
steel are sponsored after careful scrutiny and checking and that there 
is a follow-up to see that the scarce raw materials are in fact put to 
productive use. The Committee would also like Government to pub-
lish factual information about allocation of steel and other scarce, 
raw materials to the small scale industries and their production effort 
so as to dispel suspicion that it is not being put to productive use. 

4.71. The Committee have ret:eived representation from .a leading 
.. organisation of small industries in the country that the recent deci-
sion of Government regarding sectoral canalisation of indigenous 
iron and steel for small scale industries through State Small Indus-
tries Corporations will not be beneficial to the small scale units for 

:the following reasons:-

(i) Majority of the State Small Industries Corporations are in 
general not well organised and are generally financially 
weak with the result that they are not ,adequately equip-
ped for undertaking this function. 

'(ii) As stipulated by the Ministry of Steel and Mines, the State 
Corporations are supposed to levy serviCe charges between 
3 per cent to 7 per cent making an average of 5 per cent. 
This makes the steel costlier to that e,,1;ent for small in-
dustries. 

" (iii) Double Sales Tax.ation: Firstly, Small Scale consumers of 
Steel will have to pay the Sales Tax charged by main pro-
ducers to State Corporation and, secondly, the sales tax 
levied on sale by Corporations to consumers. It is pertin-
ent to point out that the second Sales Tax would be on cost 
plus first sales tax paid by the Corporations to the m::in 
producers. 

(iv) As State Corporations are not likely to have Depots at all 
the centres df small industries, Small Scale units will have 
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to lift the materi~l from far off Depots. This will inflate' 
cost by way of extra transport 'and handling charges from~ 
Depot to the Factory premises. Further, avoidable octroi 
has also to be paid sometimes. 

(v) Supplies are likely to be reduced for· non-Governmental 
Small Scale Units because some State Corporations also 
run industrial units of their own and a tendency has been' 
observed amQlllgst State Corporations to supply steel in 
priority to such State owned units relegating to the back-
ground the genuine needs of other SSI units in the private 
sector. Consequently, such units will be only residuary 
recipients of raw materi,als afterfulijIling needs of State 
owned units in full. 

(vi) Under the present procedure the State Corporations are at 
liberty to indent materials according to their assessment 
of needs of small scale, steel consuming units. This may 
tempt them to indent only for fast moving items, Such a 
situation may lead to starvation of units needing slow mov-
ing items as they will not be permitted to indent directly 
nor will the canalising agencies be able to supply such. 
materials to them, On the other hand, if the State Corpo-
rations fail to make correct assessment or if due to wrong' 
policies of the Government or main producers of steel,. 
large quantities of slow moving items are dumped on the' 
Corporations, their space and money will be unnecessarily 
blocked leading to national economic waste: 

(vii) In respect of scarce categorie3 also State Corporations may· 
fail in making available all the sizes, sections and specifica-
tions of all types of steel and from time to tiine there is· 
bound to be shortage of certain sections. This will create-
problems of matching material for many units which may 
hamper their production. 

(viii) All the State Corporations are not yet at the same level of" 
effiCiency and so some Corporations may find' it difficult to' 
operate under the stipulated margin. They may, in aU' 
probability, charge higher margins as there is no statutory 
control over such margins, Even now there. are complaints' 
that some Corporations are char~ng higher'margins and:' 
they are levying certain extra charges which legitimately 
should be covered under the normal margbm. There is nOl< 
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·machinery to look into these grrevances of units for devia-
tion of norms by Corporations and to give justice to the 
units. 

I'(ix) It may so happen that the State Corporations may not be 
in a position to retire the documents at 1811 times due to 
paucity of funds. There are instances when the supply of 
steel had to be suspended by main producers of steel due 
to some State Corporations being chronic defaulters in 
making payments . 

. (x) Under this procedure Units needing wagon loads are forc-
ed to go through Corporations which is uneconomic to them 
and also adds unnecessarily to the work lo·ad of Corpora-
tions. 

In addition to the apprehensions cited above, the Organisation has 
:mentioned that certain difficulties are experienced by small units 
-which isevidened by their past experience in their dealings with 
:State Corporations. Instances have been given .as under: 

(i) Some officials of State Corporations have in the past re-
sorted to maintenance of' rusted and damaged materials in 
stocks. They receive fresh supplies\but to the units they 
only offer rusted and damaged ma,terials. As the units 
refuse to lift such materials, the material goes in free 
sale. Then again act1.lally not the dama.ged material but 
the good material is sold and bad material is kept in stock 
till the arrival of fresh supply. There is no agency or 
machinery to prevent recurrence of such incidents in 
future. 

(ii) It is alleged that some of the Corporations take substan-
tial advances from small units against intended supplies 
but never supply such materj,als for months and for even 
years thereby uselessly locking up the funds of small units 
resulting in great hardship to such units. 

'(iii) It is observed that some State. Corporations resort to club 
deals whereby slow moving items are clubbed with fast 
movingtlems and consumers are compelled to purchase 
which is uneconomic to small units. 

,-(iv) It is understood that some Corporations recover their 
losses incurred due to shortages in supplies from main pro-
·ducers to ·them by raising to that extent the price of the 
materials supplied to small units. 
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It has suggested that following steps would be necessary for mak-
!lng the system more rational and equitable: 

(i) The prices of steel supplied to Corporations should be at 
sufficiently adequate discount so that the Corporations can 
sell ste,el below F.O.R. Destination prices, fixed by main 
producers so that after paying second sales tax and trans-
port charges levied by Corporations to Units, the price of 
steel for the small industries is same whether they receive 
it through Corporations or from main producers. In other 
words, ill built-in price mechanism should be introduced so 
that prices of direct supplies to large units and canalised 
supplies to small units are identical. 

«ti) Majority of the Directors of State Small Industries Corpo-
rations should be non-officials representing small scale in-
dustries. FASn should be consultted while making such 
nomination on the Boards of all the State Corporations. 
Further a representative of the DC(SSI) should also be 
included in the Board of Director. of these Corporations 
to maintain uniformity and a close watch on their per-
formance . 

. (iii) The State Corporations should be divested of their respon-
sibility to run State owned units and this function should 
be transferred to ,an independent agency. At the same 
time, resources -of the Corporations shOUld be improved 
by strengthening their capital base which is vitally essen-
tial for increasing their efficiency. 

(iv) Suitable agencies/machinery should be established for en-
forcing a fool-proof inspection and norms. 

(v) Units needing wagon loads or over be supplied steel direct 
from Main Producers." 

4.72. The Committee take note of the difficulties and apprehensions 
oaf the small scale sector in regard to the new procedure for distri-
'bution of steel materials to it through the State Small Industries 
'Corporations. In view of the difficulties stated in the preceding para-
graphs, the Committee are of the opinion that if the cost of steel 
-material is higher or the procedure is more cumbersome, the small 
:scale industries especially those in common production with large 
.units are bound to be at a competitive disadvantage. 
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The Committee would urge Government to take note of the diftl .. , 
~ulties and ensure that the new procedure of distribution of steel to. 
small scale sector does not result in excessive burden or hard~hip. ' 

Distribution of used Railway Materia~ 

4.73. It was repr:esented to the Committee that in the past Rail-
way used material such as sleepers, rails, bearing plates, tirea~ 
railway chasis etc. generally used to be distributed to the small 
scale re-rollers at the rate fixed by the If'On and Steel Controller, 
through the Directors of Industries. However, now the Railways 
are permitted to auction these materials through open tenders at 
exorbitant prices and the small scale scrap re-rollers have perforce 
to purchase the materials at very high prices. 

4.74. The representative of the Department of Steel whO' was 
asked about the position has stated that these materials which are 
used rails are used for some years and they cannot be used as such 
any more. They can be used as scrap material for me1ti.ng re-rolling 
etc. They are not being sold these days. 'They are held up by a court 
injunction. The auction has not taken place during the last two 
or three years. When a~ked that during the period of shortages even 
the scrap is of value which should be made ,available to the small 
scale industry to fill the gap between the demand and supply, the 
representative of the Department stated that 'in the prese:lt con-
dition of shortage, we will consider whether these 300,000 tonnes 
of rails when released from injunction, cannot be taken over by the 
Joint Plant Commfttee and regulated in the same way as billets'. 'We 
are taking up the matter with the Ministry of Railways'. 

4.75. The Committee note that in the eDse of scrnp rp-rollers. It 

principal raw material was "used rails" which \1nfortunately re-
mained frozen under a court injunction for ovet two years. How-
ever, the Committee have been given to understand that this case· 
has now been decided and aoout 2 lakh tonnes of used rails will now 
be available for dirdribution. This will substantially augment raw 
material availability in near future. 

The Committee note that hitherto the Railways have been dis-
posing of their used steel materials like rails etc. by public auction 
and it has been fetching them hl,gh prices. The Committee consider 
that as there is acute shortage of steel in the country at present and 
as the Railways had obtained steel originally on priority basis from 
Government ~llocations, it would be more eqUitable if used steel' 
materials like rails etc., were placed at the disposal of the Joint Plant 
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~ommittee, who could allocate it in best public interest. The Com-
mittee would also recommend that other Government Departments/ 
'Organisations/public undertakings who have large quantities of used 
steel materials or scrap should 'be similarly brought within the pur-
view of the Joint Plant Committee so that the used steel material, 
scrap etc. could be allocated in the best public interest. The Com-
mittee would further suggest that organised sector which has lot of 
used steel materials and scrap to dispose of should be similarly 
~rought under the purview of the Joint Plant Committee. 

D. Distribution to Trade 

4.76. It has been stated that as the new distribution system is 
aimed at meeting the needs of actual users to the maximum extent 
possible, despatches to trade had necessarily to be small. A small 
percentage of 3 to 5 per cent is despatched to the traders for re-
sale purposes. A small percentage of the materials received by 
the producers' stockyards is given to trade also after meeting the 
periori ty demands as laid down in the detailed guidelines for sup-
ply of materials through producers' stockyards. The Committee 
was informed that for supplying to traders, the country has been 
,devided into five zones and generally there is equal despatch to 
,all areas of the country. Traders are given such material as are not 
normally needed by the priority sector. 

Problem of backlogs 

4.77. The Committee enquired about the volume of orders pend-
ing on the main producers booked before May, 19710 (when the 
new distribution policy was announced) and the measure taken 
to liquidate them especially in the light of the observations of 
the Luther Committee Report that the Government may consider 
(i) arming itself with requisite powers to cancel or reduce old 

-outstanding orders and (ii) feasibility 'Of setting of the quantities 
for which import licences are granted against the backlog pending 
with the producers. 

4.78. The Committee were informed that till April, 1971 the 
trade backlog was 8.3 million tonnes and other than trade there 
should not be very much backlog except on paper because other 
than trade is the actual utilisation of steel from quarter to quarter. 
It was mentioned that these becklogs have no relevance to the 
present needs. They have been for a long time. About Luther 
528 LS-9. 
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Committee's recommendations that Government should ar.;Q1 ,U,Mlf 
wiUl pOwers, it was' s,tated that ,wehaye '-go~e' irit,o' ,~t' iIi . ,cWI-
sultation .wi~h the Ministry of Law. ~11 ~e,~e CU;p'~rS ~J;'econt~~cts 
under the Con~act Act entered into between ~e pro~p~efs ~nd~e 
custoMer. ·We m consultation with the~n~stxy ()f Itaw. have come 
to the conclusion that it will be difficult to hav,e' any unilate~~l 
wh~le sale cancellation of these old-C!rd~~s.· ~he}present liyst~ 
whole sale cancalla tion of these old orders. The pres.ent system 
is,that after May, 1970, orders are booked but't\ley hjive valicllty 
period of tw years. So, we have introduced a featUre by which 
we will not now continue to ac~umula~e .,hese old backlogs that 
have built up over yeai' and years in the past. In order to liquidate 
some of tliese orders, in the case of conS\.lwers we take up their old 
orders, in periority when we dec;ide. to give a.ny supplies and in 1)le 
,case of tra<:ie in the light of re(!Ommendations of the Qureshi Com-
mittee, we have fol1o~d a system to redQce. these orders as far as 
possible." ' 

4.79. Ina written note, the Commit~ee have been informed:-

"A Committee was appointed under the Chairmanship of 
Shri Mohd., Shafi Qureshi to go into the problems of sup-
ply of steel to trade and allied matters. The salient 
features of the recommendations of the Committee on 
distribution of steel to trade are as follows:-

(a) It is not advisable to fix specific percentage for distri-
bution to trade and Steel Priority Commi,ttee may deter-
mine the allocations from time to time; 

(b) 30 per cent of the re-rolled products from Billets Re-
rollers to be sold through the stockyards, may be ear-
marked for trade; 

(c) In ord~r to offer incentive forconve.rsion from old 
system of bookings to the new, the qua:ntum allowed 
for trade by the Steel Priority Committee may be ear-
marked separately for new and old orders in the I'Iatio 
of 50:50 to be progressively changed to 75:25; and 

.Cd) facilit~es .may .begiv,:Eln . to ~rapers .to ,book new orders 
!Qrreduce.d .quantities wi~~out p~yment of ea~est 

money if they are in cpncellation of old orders. 

Necessary steps are being taken to give effect to "the above ~eco~
mendations." 



125 
4f80: The 'Joint Plant ~ofllDlittf;e, Jlccordi.Qgly .has made 'the 

followIng Announcement .No. 77 dated 29-12-71wiUl a view to solve 
the backlog problem: . 

"DESPATCHES TO TBMDE 

With a view to clearing the old outstanding orders for steel 
kom traders' which have been booked with .theMain 
Producers severad years aiP and have lost tha!r relevance 
to the present day context, it has been decidlid to allow 
conversion of old orders into new orders carrying 't~o 
year cancellation clause'. The mechanism would be as 
follows:-

1. A new order equivalent to 25 per cent of the quantity 
surrendered for conversion would be booked. 

2. A minimum of 100 tonnes on one or more Sale/Works 
Orders pertaining to a mill of a producer would be-
accepted for conversion. Part quantities on a sale order 
should not be included. 

3. No earnest money need be deposited against such book-
ings after conversion nor are any indents for the same 
required to be routed through JPC. 

4. In the case of requests for conversion received by produ-
cers' Central Sales Offices between 1st and 31st January 
1972·, it would be possible to issue the new orders in 
the same chronological sequence as for the old orders 
surrendered. The request received later will be dealt 

with as received. 

Out of the bulk allocations for Trade earmarked by the Steel 
Priority Committee for the period January-March, 1972, onwards, 
50 per cent quantity is meant for despatch against the old orders 
and 5!0 per cent against new oTders (those carrying two years can-
cellation clause). This ratio is likely tQ be altered as 25: 75 respec-
tively in due course." 

4.81. The Committee note that at present 3.5% of t,he total pro-
duction of the steel plants is available to the trade and that the 
volume of backlog in respect of trade is 8.3 million tonnes. The Com-
mittee also note that with a view to clear the outstanding orders of 

"'The date has been extended upto 11th February, 1972 vide JPC 
Announcement No. 78 dated the 20th January, 1972. 
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.. teel from traders, it has been decided to allow conversion of the old 
~rders into new orders carrying 'two year cancellation clause' at the 
... te of 25% of the quantity surrendered 'for conversion. 

E. Distribution to Small Consumers 

4.82. The needs of the private citizens and the public institutions 
~re generally met from the Producers' Stockyards. The Depart-
ment of Steel Who were asked whether any guidelines have been 
furnished f'Clr distribution of steel materials ror house building have 
in a written note stated: 

"The distribution policy of steel material from the Producers 
Stockyards, provides that upto 30 per cent of Bars, 
Rods, Light Structurals and Galvanised Corrugated 
Sheets received in a stockyards shall be reserved to be 
given to genuine private citizenslinstitutions for building of 
hoses on production of approved plan by the Corporation 
Municipality I Notified Area Committeelany recognised 
Local Body along with a certificate from ArchitectlEn-
gineer indicating the requirements in different sizes. 

In so far as supply of steel material to house builders in and 
around Delhi is concerned, the distribution has now been 
entrusted to a Committee named the Main Steel Pro-
ducers Committee consisting of the representatives of 
the three Main Steel Producers in Delhi. The Com-
mittee is functioning since October. 1971. The '2ntire avai-
lability of house building material~ earmarked for Delhi 
area is pooled together and distributed after considering 
the applications received in the Offices ()f all the three 
Main Steel Producers in Delhi. For this, the Committee 
meets once in a week. 

The percentage of different categories af Steel earmarked for 
house-building in Delhi area are as follows:-

(a) 6:10 mm wire rou~ in c[)ils 

(b) Ribhed and M.S. RoundS in straight length upto 20 mm 

(c) Light Angle s upto sizes so!So mm 

(d) Light Joints upto size I2SX70. f7S mm . 

(e) Gllvanised Corrugated Sheets o· 63 and o' 5 mm . 

50% 

10% 

10% 

5% 

The demands of the Small House-buildings are expected to be 
met in full as far as possible. A small house builder 
would be an applicant whose plot area does not exceed 
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250 sq. yds. and whose requirements of steel do not exceed-
3 tonnes. A certain percentage of steel would be reserved. 
for them. 

The scheme will be extended to other places if it is found 
working satisfactorily in Delhi. 

It has recently been decided that request from War Widows 
for construction of houses will be given special considera-
tion by the Committee subject to the condition that they 
have no other residential property in Delhi either in their 
own name or in the names of any of their dependents." 

4.83. The representative of the Department of Steel has stated 
during evidence that they are going to carry out review in order to 
examine the scheme applicable to Delhi should be modified or applied 
to other towns alIso. He added that requests have been received to 
have a similar system in other cities also because this system was 
thought to be a better one than the previous one where it was left 
entirely to the discretion of the stockyard as to what to give and 
what not to give. The Committee was also informed that under the 
new system in force the number of complaints have considerably 
decreased with regard to the requirements of house-building mate-

rials. 

4.84. The Committee hope that the Government have by now 
carried out the review of the scheme for distributIon of steel mate-
rials to house builders in Ddhi. The Committee would like to appris-
ed of the decision taken in the matter and whether the Delhi Scheme 
is found to be satisfactory and whether it is being extended to other 
cities with or without modifications. 

F. Distribution of defectives, cuttinglt and scrap 

4.85. The entire arising of defectives of GPICGIBP and CR Sheets 
and cuttings, HRICR Coils, defective skelp and electrical sheets are 
distributed through the producers' stockyards at stockyard prices. 
However, till such. time the outstanding sale orders are liquidated, 
10 per cent of the arisings are directly despatched by the steel phnts 
to the parties against outstanding orders and no further orders are 
booked for directly despatches. The rest of these materials received 
by the stock yards are allocated state wise according to fixed per-
centages 90 per cent of the receipt or these ma·terials in the 
stockyards are offertd to the St1te Small Industries CorporatiolJs 
the State Directors of Industries. 1'he Stockyards are free to sell 
the balance of 10 per cent of the defectives to the parties of their 
choice. 
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4:.86. According to the Joint Plant Committee's Notitlcatlon 

No. ES.(I)IPSI70, dated the 1st March, 1971, the despatches to the 
dif:!erent stockyards w1ll be made by the Steel Plants to ensure the 
following State-wise percentage allocation: 

.soul.rlC Region 

<I) Andhra Pradesh 

(2) Keraia 

(3) Mysore 

'(4) Tamil Nadu, 

(5) Pondicherry . 

Western Region 

(6) Gujarat 

(7) Maharashtra, 

Region / Statl 

(8) Madhya Pradesh. 

(9) Goa, Daman & Diu 

(10) Dadra & Nagar Haveli . 

EtUurn R'gion 

(II) Assam. 

-(12) Bihar, 

(13) Meghalaya 

(14) Nagaland 

(IS) Orilla 

(16) West Bengal 

(17) Manipur 

(18) Tripura 

].I orthern Region 
(19) Jammu & Kashmir 
(20) Punjab 
(21) Chandiglrh, • 

Percentage 

2 

10'1% 

1'5% 

1·8% 

5'0%' 

0'2% 

18'6% 

4'8% 

10, s % 
S'3%' 

0'2% 

0'1% 

20'9% 

1'4% 

4'3% 

1'0% 

0'1% 

1'2% 

II'6% 

0'1% 

0'1% 

I9'8% 

0'1l% 
8'9% 
0'3% 

10'0%1 
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1 2 

(ZZ) Haryana 4'4% 

(23) Delhi. 6'5% 

(24) Himachal Pradesh 0'6% 

(25) Rajasthan 5'0% 

16'5% 

(26) Uttar Pradesh 14'2% 

TOTAL: • • • • 100'00% 

The percentages are subject to alteration on the recommendation 
of the DS(SSI), New Delhi. 

4.87. During evidence, it has been stated that these materials a:re 
offe'red to the Directors of Indust~es for stiWly to ,the small scale 
units and where units do not lift the materials within a reasonable 
time from the stockyards, the stockyard has' option to release the 
material to trade if it is not lifted by the nominees of the Directors 
of Industries. 

4.88. It was brought to the notice of the Committee that some of 
the steel produced in the steel plants was categorised as sub-stand-
ard or defective or scrap though it could be used by the industries 
and then it found its way in the open market. The representative 
of the Department who was asked to comment on the complaint has 
stated that 'prior to May, 1970, the Joint Plant Committee was regu-
lating the prime materials and defective and cuttings were not regu-
lated. It was ~o correct that and to meet this deficiency that was 
specifically brought 'all defectives and cuttings within the JPC 'Pur-
view and within detailed regulation and now there is no incentive 
left for officers of plant to give wrong-classification'. It was admit-
ted that before it was done there was scope for this kind of misuse. 

4.89. The Department of Steel who were asked to furnish infor-
mation regarding percentage of iron and steel which got classified 
as 'defective', 'cuttings', 'Scrap' etc. to the total production during 
the last three years have given the following information: 

Defective 1968-69 

1 2 1 4 
~~----~~----------HSLD!spatcbesofdefectivesas % of Total: 5'8 % 5'1% 4'3,% 

lISCO Defectiveproductionas% of Total: 10'9% 8'4% IZ'6oP1o 
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2 

TIseo Defective production as % of Tota) : 6'8% 

The following ta~1e gives data regarding steel scrap: 
Scrap 

A. Rourkela 
(1) Finished Steel (ooc tonnes) 
(2) Steel Scrap (000 tonnes) 
(3) (2) as % of(J) 

B. Bhila; 

C. Durgap"r 
(1) Finished steel (000 tQl1n es) 

(2) Steel Scrap 
(3) (2) as % of (I) 

.' 

3 

7'1% 

777 
39 

392 

J7 
4'3% 

4 

736 
33 

5'2% 

~34 

34 

4.90. The Committee are concerned to note that in 1970-71, 12.6% 
of the total production of Indian Iron and Steel Company was classi-
fied as 'defectives' and 10-.2% of the total finished steel production 01 
Durgapur Ste~l Plant was classified as 'scrap'. The Committee are 
of the view that this percentage is rather on the high side especially 
in the context, of acute shortages of steel being felt aU over the 
country. As the higher percentage of 'scrap' and 'defectives' efc. 
ultimately result in higher cost of production in the steel plant, the 
Committee would urge Government to impress upon the steel plants 
to make concerted efforts to reduce this percentage to the minimum' 
possible. 

4.91. The Committee recommend that Government may get the 
matter examined by a high-powered independent technical com-
mittee to find out the precise reasons for such high percentage of 
production in various steel plants being classified as "defcctivt~!'i". 
"cuttings" and "scrap" and suggest remedial measures for improving 
the performance. The Committee would like to be informed of the 
action taken by Government within three months. 

4,92. It was brought to the notice of the Committee that due to 
stockyard's remuneration, overhead and freight charges etc. the 
prices of the defectives and cutttings distributed through the stock-
yards were higher than the prices of the prime materials available 
from the Steel plants. It was suggested that their prices should 
also be fixed at a reasonable level on F.O.R. destination basis as for 
other steel items so that the prices of the scrap and cuttings etc.-_ 
are less than the prime material. In reply the representative of the 
Department has stated:-

"There are two or three factors to keep in mind. One is that 
these scrap and cuttings are not prime material. Th@y 

, ' 
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. cannot be utilised by the standard Jndustries but they can 
be given to the smaller industries who require them for 
their production purposes. These small industries will 
remove the bad portion from the scrap and cuttings and· 
use the good ones. We have. certain problems for send-
ing them on F.O.R. destination basis. One of the main 
reasons why we continue its distribution through stock-
yards is that even among the categories, there are certain 
preferred categories and if the steel plant sends the whole 
wagon of these materials, one party is able to get it while 
the other party gets something which is not so preferred 
for manufacture.... The stockyard ptice is added to the 
cost of product and the ultimate result is that the party 
gets it at a higher price. In addition, while we are dis-
tributing the prime material at an equalised price it for 
scrap because scrap is not something that we consciously 
or deliberately are trying to produce these defective cut-
tings. These are arising in the course of our main pro-
duction." 

4.93. When asked whether a system like 'first come first served' 
could be introduced in the stockyards, it has been stated:-

"That may be difficult because again the material should go 
to the priority users whose requirements may be more. 
H 'first come, first served' system is introduced, perhaps 
quite a number of traders who are also becoming con-
sumers may book the materials in different names. So 
many demands they will be getting because traders are 
also becoming consumers under this system. They get 
themselves registered for the fabrication and then vice-
versa also as the time change." 

4.94. When in a speCific complaint about scrap billets it was 
pointed out to the Department that the billets which are supplied 
direct to the large scale sector at Rs. 729 per tonne F.O.R. destina-
tion, the small scale re-roller get only the scrap at a much higher 
rate at Rs. 1,000 per tonne or more because the sale prices of these 
products are not controlled, the representative of the Department 
stated that "the point made regarding higher price is correct. 
Secondly, they want their raw material at a reduced price and also 
to be free to sell the produce at whatever price they get." 

4.95. The Committee are suprised to note that due to stockyard's 
remuneration and overhead charges etc. defectives Rnd scrap 
materials sold through producers' stockyards are available to the 
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small scale sedor on 'a biPer p .. ite than the ptice of tlte prime 
lDId~rials mrie availaWe' to the large seale sector frem the .teel 
piallts. The ComDilttee cOlllider it anomalous th.t the prites of the 
defectives and sera, materials should rule higher tha-. 'the' prices of 
tlhe raw materials in the country. 

4.8&. The Committee are of the' vi~' that the smidt' scale sector 
sb.eUld not be placed at a' disadvantageous position as compared to 
the' organised sedor and recommtnil that' Government should criti-
cally eXlUDiDe the remuneration and overhead charges of the stock-
yards which are bein" recovered on defectives and scrap materials 
sold tosman scale industries so as to reduce the burden on the Small 
Seale Sedor; " 

O. Earnest Money 

4.97. In a written note, the Department' of Steel has stated that 
the revised system of distribution of Iron and Steel which came into 
force on 22nd May, 1970 provided that J.P.C. might prescribe the 
financial and other formalities to be completed by the various 
classes of indentors, prior to the steel plant accepting the indent for 
issue of sale orders. Accordingly J.P.C. provided that while the 
actnal consumers should deposit an advance of 15 per cent as earnest 
mon9.y, the traders should deposit 25 per cent. 

The stipulation of earnest money provision was liberalised <!In 
20-8-70. Keeping in view the interest of the actual consumers, the 
small industries and the traders, J.P.C. decided to relax the stipUla-
tion for payment of earnest money along with indents·for steel items 
in accordance with certain bro'ad principles aimed at ensuring 
equitable distribution and prevention of over indenting. 

Complete exemption was granted in the case of Government De-
partment, both Central and States, Public Sector Undertakings, 
Civic and other Semi-Government bodies, Asso,ciated Companies and 
Fabricators/Contractors of the main producers, foreign Embassies 
in India and parties in neighbouring countries against Quota Certi-
ficates and for Steel items distributed on annual entitlement system. 

Exemption for State Government organisations like the Small 
Scale Industries or Agro Industries Corporations was to be granted 
only in case of non-flat categories and for flat categories the ceiling 
for exemption was to be worked out on the basis Qf plannings made 
by the Joint Platlt Commi~ in 1969-70 plus 25 per cent minus 
the' baCklog as on June 1, 1970 or 1000 tonnes whichever was higher. 
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Bvond this ceiling the earnest money wU to be ,paid at the rate 
ofl5 per cent of the value of the' material indented for. 

For ,actual users (established customers), exemption was to be 
granted on the basis of the be~t year's despatches out of the last 
three fiBancial years i.e. 1967-68, 1968-69 and 1969-70 from all the 
producers plus 10 per cent representing a scope of expansion for 
the units and after deducting the outstanding orders as on June 1, 
1970, subject to a minimum of 200 tonnes including backlogs. Be-
yond this ceiling earnest money was to be deposited at the rate of 
10 per cent of the value of the materials indented for. 

For established traders, who received despatches from the main 
steel producers upto June 1, 1970, the ceiling of exemption was to 
be worked out on the basis of the best year's despatches out of the 
last three financial years from all producers after deducting the 
outstandhlg orders or 5000 tonnes whichever was less. Where the 
despatches were less than 200 tonnes, the exemption was to be for 
:200 tonnes after deducting the outstandings. Beyond this ceiling 
earnest money was to be paid at the rate of 15 per cent instead of 
:25 per cent as fixed earlier. 

While no exemption was granted for new'traders, the percentage 
of earnest money was reduced from 25 per cent to 15 per cent. 

The pl'Qvision was further liberalised on 26-4-1971. State-owned 
SST or Agro-Tndustries Corporations were also fully exempted for 
all categories. 

The exemption limit for existing actual users (who had received 
planning notes from JPC upto 1-2-71) is now calculated on the basis 
of best years' despatches in anyone of three financial years, 1967-68, 
1968-69, 1969-70 plus 100 per cent, minos the backlog as on 1-2-1971 
subject to minimum 200 tonnes. Where both tile figures of best 
years' despatch plus 100 per cent and the outstanding on 1-2-1971 
are less than 200 tonnes, the exemption limit will be tonnes. 

Beyond the exemption limits granted as above the consumers 
will have to pay earnest money at 10 per cent. 

The exemption ceiling for only these established traders, who 
had received despatches upto 1-2-1971 will be based on best years 
despatch in anyone of the three financial years 1967-68, 1968-69, 
1969-70 minus the backlog as on 1-2-1971. Where both the figures 
of best year's despatch and the outstanding on 1-2-1971 are less than 
280 tonnes, the exemption limit will be 200 tonnes minus the out-
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standing as on 1~2-1971. Beyond this, the deposit will be @ 15 per 
cent. Other traders will enjoy no exemption and have to deposit 
@ 15 per cent. 

4.98. It was represented to the Committee by certain non-official 
organisations that at present like the Government's direct indents 
are exempted from earnest money deposits, the indents by private 
parties which are made on behalf of Government agencies 
and indents by exporting units be similarly exempted. It was 
pleaded that the indents which were placed on behalf of the Gov-
ernment were already thoroughly scrutinised and vetted by them 
should be exempted and as regards exporting units, provision of 
earnest money would cause drain on their working capital which 
would negate the benefits to be derived from cash assistance duty 
drawback etc. In reply the representative of the Department has 
stated:-

"To-day, the position as was explained, is that since March, 
1971 when the order regarding earnest money was libera-
lised, the general rule is that which we examine the in-
takes during the three years-1967-68, 1968-69 and 196-9-70, 
then the best yearly intake is taken and 100 per cent is 
added to that and beyond that, if he wants to place a sale 
order, he has to pay 10 per cent earnest money. There is 
nothing unreasonable in this. They have also made repre-
sentations to me even after liberalisation and I have asked 
them to give me specific instances in which hardship has 
been caused. But no such instance has been given. In 
the last Steel Advisory Council meeting which was held 
about 2 weeks ago they also made the same point and I 
asked them again to give speCific instances. But uptill 
now no specific instance has been received. The fact is 
that the earnest money is only to prevent speculative sale 
orders clearly in the ordinary circumstances nobody is 
going to take more than double of what he consumed in 
the best of the three years." 

" .... They had made a complaint that the earnest money once 
paid is never returned or taken into account after the 
sale order has materialised. We have now instructed the 
steel plants to make proportionate adjustments as the 
material is supplied to the indentor and that has given 
them satisfaction." 
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CI •••• If we make full adjustment, later there may arise diffi-
culties of getting the money for the subsequent consign-
ments. So, on a proportionate basis, every fortnight the 
accounts are adjusted." 

4.99. When enquired about the provisions before 1970, it was 
stated, "There was no earnest money deposit prior to 1970. This 
:system was introduced only with the new distribution system in 
1970. Prior to that steel plants had some financial arrangements 
with individual customers. Some of them may be letters of credit 
and some of them may be fixed deposits. This has continued and 
there is no cancellation of orders. . .. These financial arrangements 
between the customers and the plant is a matter between them. We 
do not come in." 

4.100. It was pointed out that in the case of cars and tractors 
there is also a provision for deposit of earnest money is deposited 
in post office or bank and it carried interest also. In reply, it was 
stated:-

"That is a guarantee. It is not earnest money. There it is 
different. If a man books a car, he has to pay Rs. 2,000 
in his own account and keep it. . .. If you give interest 
to him, it would not be deterrent for making speculative 
demands. Here you must appreciate that the earnest 
money operates only when he wants more than twice of 
the best years of the previous three years. . .. Only if he 
wants to book a sale order for more than twice of the 
best of the three years, then he pays the earnest money 
in respect of the extra quantity and that also 10 per cent. 
If somebody with a speculative mind will ordinarily 
want that much and if he wants to keep the sale order 
alive, he has to keep the earnest money in deposit. If he 
does not want the sale order to stand, he gets the money 
back." 

4.101. In reply to a question about the amount of earnest money 
lying with the Steel Plants the period for which it was lying and 
the interest earned thereon, the Committee have been informed 
through a written note as under:-

"Total balance amount of earnest money lying with the Steel 
Plants as on 31-1-72:-

r. Mis. Hindustan Steel Ltd., (Rourkela, Bhilai and DurgJpur) Rs. 6'23 crares 
(Approx.) 

2. Mis. Tata Iro:'! and Steel Co. Ltd. . Rs. 3' 19 crares 

1. M's, In:iia'l Iron an:i Steel Co., Ltd. . Rs. I' 92 croras. 



.136 
The earnest money has become available to the producers 

gradually over a period from July, 1970 onwards. The 
amount collected pertaining to a very large number of 
orders received from t~e Customers (at an average rate 
of nearly 2,000 orders per month) and it is accounted for 
~eparately against each order. Besides, a proportionate 
amount of earnest money is being progressively refunded 
against materials despatched. It will, therefore,require 
a very detailed exercise to established the periods for 
which various amounts have been held by the producers. 

The earnest money is merged with the general finances of the 
Companies and as such there is no separate earning of 
interest on them." 

4.102. The Committee note tItat at present interest is not paid on 
the earnest money deposited by the indentors. Under the new in-
denting procedure the sale orders are valid only for two years and 
these sale orders are issued after the indents supported by certain 
documents/certificates are scrutinised by the Joint Plant Committee 
about the genuineness of die demand. As there is no assurance of 
,definite delivery pel'iod .by the Steel Plants, the Comtattee are of 
the opinion that there is need for examining the justification for 
,keeping a substantial amount without paying interest on the same • 

. The Committee would also like the Government to consider that 
.he indents which nre made on behalf of their agencies and indents 
of the export oriented industries may also be exempted from the 
deposit of eamest money. 



I. Functions 

,CIlf\PDK 'v 
ORGANISATIONAL SET-UP 

A. (i) Department of Steel 

ll" .'. 
, '# 

5.1. The Department of Steel has, broadly speaking, two func-
,tions, namely ,(i) ~he regulation and devf!lopm~nt of Iron and Steel 
Indust~y, including ,alloy steels and~erro-alloys, and(ii) the super-
vision of the development of the public sector in Iron and Steel, 
and some heavy engineering industries. 

5.2. Consequent on .the reorganisation of certain Ministries in 
May, 1971, Department of Steel-to which was ~ocated the work 
handled in the erstwllile M~nistry of Steel and Heavy Engill.eering 
has 'Qecome part of the Ministry of Steel and Mines. This Depart-
ment deals with steel industry-both in the public and in the pri-
vate sectors-including're-rolling mills, alloy steels and ferro-alloys 
industry,~etting up pf new steel plants in the public sector, etc., 
with the Iron and Steel (Control) Order, 1956, policies in respect 
of imports/exports of irpnand steel; and also deals with some af tIle 
Heavy Engineering Units in the public sector. An extract from 
Second Schedule to the Government of India (Allocation of Busi-
ness), Rules, 1961 as amended by Notification of May 3, 1971 regard-
ing allocation of subjects to the Department of Steel is reproduced 
below:-

Distribution oj subjects among the Departments 
• • • • • 

"Ministry of Steel and Mines 

A. Department of Steel. 
1. Steel plants in the public and private sectors, the re-rol1ing 

ind.'tlstry and ferro-alloys including all future develop-
ment. 

2. Development of ore mines, coal wash eries, etc. for steel 
plants. 

3. Production, distribution, prices, imports and exports of 
Iron and steel and .ferro-alloys. 

137 
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4. Planning, development and control of, and assistance to, all 
iron and steel industries. 

5. The following Public Sector projects:-
(1) Heavy Engineering Corporation, Ranchi 
(ii) Mining and Allied Machinery Oorporation, Durgapur. 

(iii) Triveni Structural, Allahabad. 
(iv) Tungabhadra Steel Products Ltd.; and 
(v) Bharat Heavy Plates and Vessels. 

6. Other public sector projects falling under the subjects in-
cluded in this list, except such projects as are specifically 
allotted to any other Department. 

7. All attached or subordinate offices or other organisations 
concerned with any of the subjects specified in this list." 

5.3 .. The substantive work relating to the above is handled in 
the Secretariat Division in the Department. For performance of 
certain staff functions a Technical Wing was set up in tlie Depart-
m'Emt in February, 1968 in implementation of one of the main recom-
IDEmdations made by the Khadilkar Committee and accepted by 
Government. An Economic Wing with an Economic Adviser and 
an Assistance Economic Adviser has also been set up. The details 
regarding functions etc. of the Technical Wing and the Economic 
Wing are given in subsequent paragraphs. 

5.4. The following public sector undertakings function under the 
administrative control of this Department: 

1. Hindustan Steel Limited, Ranchi (Bihar) 
(i) Bhilai Steel Plant, Bhilai 
(ii) Rourkela Steel Plant, Rourkela 

(iii) Durgapur Steel Plant, Durgapur 
(iv) Alloy Steels Plant, Durgapur 
(v) Central Coal Washeries Organisation. 

2. Bokaro Steel Ltd., Bokaro Steel City (Bihar) 
3. Hindustan Steel Works Construction Ltd., Calcutta. 
4. Heavy Engineering Corporation, Ranchi. 
5. Mining and Allied Machinery Corporation, Ranchi. 
6. Triveni Structural Ltd., Allahabad (UP). 
7. Tungabhadra Steel Products Ltd., Tungabhadra Dam. 
8. Bharat Heavy Plates and Vessels Ltd., Visakhapatnam. 
9. Engineering Projects (India) Ltd., New Delhi. 
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U. (Gornposition 1-

'The present sanctioned' stren'gth of various posts in the Depart-
'DIent is ' 8S under: -

rA. GlIzette 

secretary 

Joint Secretaries 

EC:lnomic Adviser 

senior Industri,lI-Adviscr 

"Directors 

'Senior Engincer'Proicct Officer 

1: ndustrial Ad viscrs 

"Deputy Secretarll's 

Under Secretaries. 

PlanninJl; Officers . 

'Senior Anall'sls 

'Section Officers 

-Junior Analysts 

-ltindi Officer 

'Accounts Officer 

Artist 

Sr. pcrsonal Assi,t~nls 

'Selection GraJC i:fCSSS 

1\ldl. P. S. to Mini,tcl' . 

"TOTAL: 

Total No, of 
posts, 

5 

I 

I 

2 

I 

2 

4 

8 

3 

2 

5 

6 

21 

2 

4 

2 

T 

---,.-.- -- . -------------------
~'~l'O. 
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5,5. The Department of Steel has informed- that die aoave posts: 
include 16 additional temporary gazetted posts which have been 
created recently (July, 1971) to strengthen and'reorganise the exist-
ing Department (most of these posts have yet to be filled up): 

Joint Secrctary 

Industrial A·jv;ser. 

Dcputy Secretary. 

Planring Officers . 

Development Officers 

Asstt. Economic Adviser 

Under Secretary . 

Assistt. Development Officers 

Section Officers . 

Senior Personal Assistant 

TOTAl. :. 

--------

I 

I 

3 

2 

J 

r 

2 

3 

! 

16 

5.6. In addition, two posts of Projects Officers, and one post of' 
Finance and Accounts Officer also stand- sanctioned' in connectiOID 
with work for the new steer pHmts sites .. 

------ --.-' ----
B. Non-Gazetted 

Class II 

Class III 

Class IV 

Total No. 
of Po~ls. 

71 

121 

HI 

5.7. The above posts include 42 temporary non-gazetted posts (13: 
Class II, 17 Class III and 12 Class IV) created recently in connectioru 
with strengthening of the exis.ting· Department. 

In addition, 9 temporary non-gazetted posts stand' sanctioned for-
work at the new steel pllmts sites. 

(ii) Technical Wing' 

The main part of- the- TechniCal' Wing is located in the Depart-
ment of Steel in DeIhL It has a Branch in Calcutta. The number' 
of officers sanctioned,. and in: posititmdh the Wjn'g is' indaateti' oe1bw:. 
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Officers Sanctioned In position 
strength 

I. Main Wing in Delhi 
Sr. Industrial A.:iviser 

Industrial Adviser 

Del'elLlpm~nt Officer. 

Asst!. D~vclopmcnt Officer. 

II. Calcutta Brandl 

Indu5trial A:lviscr 

Development Otliccr 

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

2 

5 

6 

2 

.. _.---. 

2 

3 

3 

2 

5.8. To sta·rt with, the sanctioned strength of officers for the 
Main Wing at Delhi was 1 Senior Industrial Adviser, 3 Development 
Officers and 3 Assistant Development Officers. However, this was 
subsequently increased, first with the sanction of one Industrial 
Adviser and one Assistant Development Officer and later with the 
sanction of one more Industrial Adviser and twa more Development 
Officers and Assistant Development Officers each. Efforts are being 
made to fill the remaining posts. 

The Officers manning the Technical Wing both at Delhi and Cal-
cutta are all technical officers having degree in electricallmeehani-
caI[metallurgicallchemical engineering. 

The Technical Wing mainly provides technical support to the 
Department of Steel in Delhi and to the Iron and Steel Controller 
in Calcutta. Its functions include: 

(i) Assisting the Department of Steel with regard to the 
formulation of development plans, both short and long 
term, including the plan formulation. This covers the 
iron and steel industry, alloy and special steels, ferro-
alloys, etc.; 

(ii) Advice on essentiality certificate for import of capital 
equipment, raw materials, consumer goods, rolls etc. and 
with regard to the indiganous availability; 

(iii) Assistance with regard to the formulation of Import and 
Export Policy for Steel; 

(iv) Analysis of technical information and data and advice for 
improvement in production in steel plants and heavy 
engineering plants; 
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(v) Assisting the Department with regard to various studies 
on the main inputs of the steel plants such as are, coal, 
refractories, ferro-alloys etc.; 

(vi) Assistance with regard to the scrutiny of Feasibility Re-
ports of various projects, taken up in the public sector for 
according Government approval for the same. It also 
includes providing various information to the Consultants 
and Plant wherever necessary for the feasibility studies 
and later for detailed projects reports; 

(vii) Assistance with regard to the indigenous production of 
engineering industries as related to the reqUirements of 
steel plant:; with such allied aspects as standardization of 
main equipment; 

(viii) Assistance with regard to the substitution of imported 
spares, raw materials and scarce items of iron and steel; 
and 

(ix) Technical assistance to the Minister and officers of the 
Ministry for their participation in various meetings, semi-
nars, discussions, etc. 

5.9. The Technical Wing, apart from rendering services and tech-
nical support to the Department as mentioned above, has sometimes 
also been entrusted with a number of studies and preparation of 
basic papers. In the normal discharge of its functions, these include: 

(a) Preparation of the Steering Group Report on Iron and 
Steel for the Fourth Plan; 

(b) Co-ordination and preparation of the Report of the "Com-
mittee on the Co-ordination and programme of export of 
iron are with the reqUirement of iron and steel industry"; 

(c) Co-ordination and prepartion of the Report on the assess.-
ment of SOl!lE' of the raw materials for the new Steel Plants 
at Visakhapatnam, Vijayanagar and Salem and studies 
on their product-mix; 

(d) Co-ordination and formulation of Report on Standardiza-
tion of equipment for steel plant3 required for impleme.1' 
tation of the Fourth Plan; 

(e) Preparation on Report on Refractories-estimates of demand, 
supply, standardization, raw materials and eqUipment 
availability; and 
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(f) Preparation of Report on availability and requirement of 
Scrap along with measures for improvement in collection 
and utilisation of scrap. 

(iii) Economic Wing 

It was decided in November, 1970 to set up an Economic Wing in 
the Department of Sted with the following substantive and Advisory 
functions to be performed by this wing: 

Substantive Functions 

(i) Compilation of statistics for the entire steel sector includ-
ing engineering industries, based on reports received from 
various sources. The data thus collected and compiled 
should be readily available in a proforma to be prepared 
by Economic Adviser, for reference. 

(ii) Preparation of hand-book of statistics annually. 

(iii) Management Information System. 

(iv) Analysis of the data collected, with a view to highlighting 
certain features such as trends in production/demand, 
prices, inventory controls 'etc. This would provide useful 
material fel' the Performance Review of HSL and other 
public sector undertakings. 

(v) Undertaking studies of the private sector outputs, market 
trends, International and Metal Bulletin Prices, domestic 
Prices etc. 

(vi) Preparation of annual and long-term Plans. In processing 
these the Economic Wing will consult the Technical Wing, 
Budget Branch and other secretariat Officers concernl"'ri, 
whenever required. 

Advisory FUnctions 

(i) Advice on specific proposals referred to the Economic 
Wing. 

(ii) Taking up items requiring specialised study e.g. bringing 
down cost of production, rejection rates, consumption 
trends etc. In such analysis the assistance of Technical 
Wing could be obtained by the Economic Wing as and 
when required. The initiative for proposing subjects for 
speCialised 'Studies could be taken up by the Economic 
Wing as well as Secretariat Branches. 
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(iii) Economic appraisal of new projects/schemes. 
(iv) Assistance in matters rei siting to costs, prices, duties ('tc. 
(v) Advice on aU subjects which have an economic bias. 
(vi) Advice on all matters relating to Import/Export Policy. 

Organisation 

Economic Wing hns been sanctioned the following staff: 

I. Economic Adviser 
2. Asst!. ECJnomic Adviser 
3. Asstt. Director 
4. Analys t . 

5. Artist 

I 

3 
2 

Besides the above, some Secretariat staff is also there to assist the 
Economic Wing in its day-to-day functioning. 

Achievements 

Econol7lic Wing has been actively participating in the work relat-
ing to the review of the performance of various steel plants. Heavy 
Engineering units looked after by the Department of Steel as well as 
work relating to new plants and new projects-including demand for 
steel, location of new capacity product-mix for Visakhapatnam. 
Vijayanagar and Salem plants, Bhilai and A.S.P. expansion, Bokaro 
(4 million tonne-stage) new Refractories Plant, Special Plate 
eRGO and Seamless Tubes projects etc., their economics and time 
pha·,;ing etc. 

Economic Wing looks after management information system and 
other statistics and analyse these statistics regularly mainly for in-
ternal use. It brings out two reports regularly (1) Performance 
Review of Steel Production etc. giving an analYSis of statistics relat-
ing to production, capacity utilisation month to month, cost of produc-
tion, financial picture, labour employed and absenteeism, imports/ 
exports etc. and (2) Open market prices of steel vis-a-1,is JPC and 
stockyard prices and changes therein, month to month. Twelve such 
reports were brought out during 1971. 

B. Iron and Steel Controllers Office, Calcutta 

5.1 O. The Office of the Iron and Steel Controller at Calcutta func-
tions under the administrative control of the Department of Stee1. 
The Iron and Steel Controller is also e:r officio Chairman of the Joint 
Plant Committee and the Billet Re-rollers Committee. The Iron and 
Steel Controller implements the Iron and Steel (Control) Order, 1956, 
formulates proposaJs for import/export polic.ies; he, as Chairman, of 
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the Joint Plant Comniittee, supervises the receipt and planned distri-
bution of indents for supply of steel to consumers, with the guidance 
of the Steel Priority Committee of which the Secretary of the De-
partment of Steel is Chairman. The Iron and Steel Controller as 
the Chairman o'f BmetRe-rollers Committee supervi'ses the supply 
-of billets to the Billet Re-'rollers, receipts and planned distribution of 
theirre-rolled products and also determining the price of the re-
rolled products, subject to the approval by the Central Governmenl. 

Functions 

5.11. The functions of the main Office at Calcutta have been broad· 
iy distributed :among the following SIX Divisions:-

il. P.riority Di1,ision: This Division is responsible for distribu-
tion oI indigenous Iron and steel (other than billets), 
matters relating to Steel Priority Committee, priority 
al1ocations, :release from stockyards, export promotion 
scheme, and eXIJort to neighbouring countries. 

:2. Appraisal Division: This Division is responsible for apprais-
al with J. P. C. in the matter of planning of indents, 
appraisa] with the Sales Offices in the matter of issuing 
Sale Orders/Work Orders and appraisa1 with the Main 
Producers in the matter of production and despatches. 

:3. Indu~:tries Di'lJision: This Division is responsible for the 
'Planning and development of Iron and Steel Industry other 
than main producers viz. Re-rolling Mills, Electric Fur-
naces, Alloy and Special Steels, F~rro-Alloys, Slitting 
Lines Wire Drawing, House, Strips and Pig Plants. 

4. Price & Accounts Division: Adjustment of subsidy and sur-
charge clRims on accounts of earlier imports and recovery 
of price differential from stockists and Re-rollers pertain-
ing tocontro] period arc the main functions of this Divi-
sion. 

5. Legal & Arbitratiol1 Division: This Division is responsible 
for processing all 'legal and arbitration proceeding which 
have arisen on account of claims and counter claims due 
to adjustment of subsidy/surcharge and recovery of price 
-differential from Stockists and Re-ro.llers. 

ti. Administration Division: This Division deals with all estab-
lishment matters, house keeping and vigilance relating 
to employE'f's. 
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Composition 

5.12. The present strength o~ Officers and- staffwno' are engage& 
in discharging the various functions of the main Office' is. given! 
relow: 

---------------
Gaz!t/eJ 

Iron & Steel C mtro:ler . 

D,'puty lro:l & Steel C0ntrol\er 

price & Accounts Officer 

A Llitioaal Legal A jviscr., 

D?p:.\ty Price & Account Officer 

Develop;n ~nt Officer 

Aqstt. Iron & Steel Cmtro~lerGraJe-I 

,\s;tt. Iro 1 a tJ Steel C'llltrol1er GraJe -II 

Research Officer 

Accounts Officer 

Deputy Asstt. Iron & Steel Controller 

Senior Steel Control Inspector 

Ass!!. Director (A:lminislration) 

Number 

I 

J' 

• 
I 

I 

5~ 

5 
J' 

I 

.The Officer is borne on the strength of Ministry of Law, Branch Secrelariat. 

5.13. The Department of Steel have stated that one post each of 
Industrial Adviser, Officer on Special Duty (Vigilance) and Assis-
tant Development Officer is at present lying vacant. The Industrial 
Adviser is intended to be in charge of Industries Division. The· 
Deputy Iron and Steel Controller who is now looking after this-
Division will be responsible for co-ordination the activities of 1 Re-
gional Offices, work relating to transport and movement, co-ordi-
nating and statistical work. Officer on Special Duty (Vigilance) 
will be responsible for all items of work relating to vigilance and' 
enforcement. The Assistant Development Officer will be placedt 
under the charge of Industrial Adviser: 

Non-.Gazetted 

Class II 

Class III 

Class IV 

Ni,mller 

7 

227 
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5.14. The Iron and Steel Controller, who was asked about the 
staff and achievements of the Appraisal Cell in his Organisation has 
stated during evidence: 

"In the wake of the new distribution policy to ensure that 
the rolling programme of the producer is approved by the 
SPC, also that the despatches are made as ,per allocations 
made by the SPC, also to ensure that the ten days time-
limit of scrutiny of indents in JPC is adhered to, also to 
ensure that the sale orders are issued within the time-limit 
given by the JPC, we have an Appraisal Cell in the Organi-
sation and thc,se are the main functions which I have just 
now indicated, apart from normal reports which we keep 
on getting. It is like this that once the allocation is made, 
rolling programme is approved. Then the producer is 
phasing the wo,rk on the basis of the approved programme. 
He despatches the instructions to the Plant then Appraisal 
Cell checks that this is in accordance with that and also 
checks that the despatch programme is strictly as per 
allocations given by SPC. 

Every month statements are received in the Appraisal Cell 
and we See whether despatches are taking place accord-
ingly, how much backlogs is coming up, quarterly reviews 
are taking place etc. The Cell consists of three officers 
and nine other staff. The officers visit the plants also to 
check up whether the despatches are actually taking 
place." 

5.15. In reply to a question regarding the problem of timely dis-
posal of the queries and the agency for helping representatives of 
industry to solve their problems in his organisation, the Iron and 
Steel Controller has stated: 

"The quaries from the industries can be from four sectors; 
(i) relating to distribution policy, (ii) relating to priority 
allocations, (iii) relating to the registration of these indus-
tries, because iron and steel ~ontroJ1er is the registering 
authority also and (iv) service of the industry in issuing 
of essential commodity licences etc. As regards the distri-
bution, we are issuing periodicals; bulletins; announce-
ments have been made; booklets have been issued regard-
ing how to indent fQr the material, how to get the material 
etc. In case of any clarification by an individual or :m 
association, I have not come across if there has been any 
unusual delay, as regards the priority allocation, he is in-
formed at the indenting stage, at the stage of priority 
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allocation being given to him. Thereafter, if he still write3 
about a·nything to enquire, I have a clear cut distribution 
of work in my office for this; one section for the State 
Governments Projects and the other entirely for industries. 
Sometimes cases arise where a person has written 12 letters 
in three weeks, he is informed about the position. But it is 
difficult to reply on the same pOint every time. We have 
also introduced O&M working in the organisation, check-
register with the up with the letters and other papers in 
this regard." 

5.16. It was asked whether the Iron and Steel Controller in 
'practice watched the time gap in the supply of steel materiDJs after 
the allocations are made. In rep1y, it has been stated: 

"We do watch the time gap in the supply of iron and stc('l 
after the allocation is made. As regards the concrete 
steps, these are, when the rolling programme is approved 
and it is sent to the producer, we ask them to send back 
the day-to-day rolling programme which they issue to 
the ,plant. The position is thus available with us on which 
day which rolling is done, etc. In addition, when the 
SPC issues quarterly allocations, we forward this alloca-
tion under statutory direction under Article 13 of the Steel 
Control Order and also follow it up by visiting the steel 
plants, and also through the Appraisal Cell whether the 
despatches are being made as per SPC allocations ....... . 
The time gap will vary as the rolling programme of the 
producer approved by SPC. They give us rolling prog-
ramme of three months and we issue the despatch 
programme six weeks in advance of the quarter to start. 
So, from six weeks to four and a half months is the gap 
within which the allocation should be made. . .. In some 
cases, there is rolling breakage, in some cases quality 
variation occurs. Then there is backlog. But thnt is 
taken care of in the next practicable quarter." 

. (ii) Regional Offices 

5.17. The Iron and Steel Controller in a written note has informed 
the Committee that as complaints about misutilisation of steel allot-
ted to various consumers on priority basis were being received by 
Governm~nt from various sources, it was decided to set up Region::!l 
Offices of the Iron and Steel Controller in the main steel consumfng 
centres in India. To start with, Regional Offices have been opened 
at Calcutta, Delhi, Bombay and Madras. Proposa1s regarding open .. 
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jng of an Office at Kanpur and another at Hydrabad are under 
<consideration. 

Administrative control on Regional Offices 

All the 4 Regional Offices function under the administrative con-
trol of Iron and Steel Controller who is also Head of Department. 
The Regional Iron and Steel Controllers for their respective Offices 
have been declared as Head Office. The budgetory control of thE;' 
Regional Offices is also exercised by Iron and Steel Controller. 

The Jurisdication of each of the Regional Offices is as under:-

:() Region;>l Office. Calcutta: 

(z) Rt:gional Office, Delhi. 

C~) Regional Office, Bomhay : 

1'4) Regional Office, Madras, 

Functions 

West Bengal. Bihar, Oriss&, Assam, Meghalaya 
Nagaland, Manipur and Tripura. 

Dt'lhi, Haryana, , Pun;ar Jammu & Kashmir 
Himachal Pndesh, Rljsthan and Uttar Pradesh 

Mahnrashtra, Gujrat, Majhya Pradesh, Goa. 
Deman Diu. 

Tamil Nadu, Keralu, Mywrc, Andhru Pr~desh 
and Pondichcrry. 

5.1!l. The functions of the Regional Offices in the respective zones 
. are as follows: 

(1) To ensure tha,t the stockyards distribute the materials 
according to the policy! instructions in force. 

(2) To check and conduct inspections to ensure that the con-
sumers do not misutilise the materials allotted to them. 

(3) To ensure that the industrial units which are allowed to 
import materials on the recommendations of Iron and Steel 
Controller use them for the purpose they have been im-
ported. 

(4) To exercise checks over the Re-rollers. 

(5) To furnish market survey reports. 
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Staff of Regional Offices 

Each of the four Regional Offices is having the following strength~: 

Gazetted Number 

-------------_. ------------.---.. --
Regional Iron end Steel Controller 

Deputy Regional Iron and Steel Controller 

Non-gazetted 
Class III 

Class IV 3 

---- . '---'-"- -----.----.---
5.20. Regarding the working of various Regional Offices the repre-· 

sentative of the Department of Steel has stated during evidence 
that the Regional Offices have been started in April-May, 1971 and-
they are still in the process of being developed. In Delhi, it started 
on 19th April, in Calcutta on 13th April, in Madras on 3rd May and 
in Bombay on 29th June and the two new Regional Offices have 
still to be set up. 

5.21. As regards checking the misutilisation of steel by the Re-
gional Controllers he has stated that since April, 1971 upto about 
a week ago, 53 cases have been detected, in IS cases F.I.R. has been 
filed with C.B.I. including one scrap re-roller, 177 re-rollers were 
checked and after show cause notice, supplies to 46 were suspended 
but 7 of these were restored after further investigations. The show 
cause notices have been issued to an additional 12. 

5.22. When asked as to how the Regional Controllers are expected 
to do the vigilance of such a vast area with a meagre staff, the re-
presentative of the Department stated, "I would agree that the area 
is certainly large for a few officers. They are still in the process of 
being developed.... We have not been able to get the personnel 
yet; we want the people with administrative experience of good 
record, integrity and that is why it is taking time." 

5.23. During their on-the-spot visit to the Office of the Regional 
Iron and Steel Controller at Madras in September, 1971, the Study 
Group of the Estimates Committee was informed by the Regional 
Iron and Steel Controller that as this office had been in existence 
only for about two months, it was too early to make a correct assess-
ment of the difficulties which are likely to be faced in its day to 
day functions. The main difficulty so far has been of personnel. 
The fact that there are only two Offices in the Regional Office and: 
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·,that they cannot both be away from the Headqu~rters at the same 
time, has been a restricting factor, in so far as inspections are eon-
teerned. The appointment of an additional officer would solve this 
problem to a great extent. 

Another difficulty had been lack of adequate basic information 
.and the regular flow of this information especially from the Small 
Scale Industries Corporations. He aqded that this has already been 
taken up with the Directors of IndustrYISSI Corporations. one of 
which has agreed to furnish the required data on a regular basis 
-every month. The matter is being pursued with the others and it 
is expected that a regular information system would be established 
shortly. 

5.24. In reply to a question it was stated that Regional Iron & 
Steel Controller was a non-technical man and a sample survey type 
of inspection was done by him. The Regional Iron and Steel Con-
troller agreed that in the absence of technical knowledge in some 

-cases it would be difficult to have phY'sical verification of the stocks. 
It was also stated that during this period no complaints !"egarrling 
misuse of steel had been found of substance. 

5.25. Regarding giving the jurisdiction to check the misuse of 
steel to the State Government, it was stated that it was not neces-
sary. He explained that powers to prosecute etc. for misuse of steel 
were drastic powers and that such prosecutions could even be 
launched by the Regional Iron and Steel Controller at the instance 
-of complaints may by the State authorities. 

5.26. In reply to another question, it was stated that at present 
·there was no arrangement for getting information about allocation 
of st£'cl to various units under his control. The Regional Iron and 
Steel Controller could ask for such information. He agreed that 

-there was (l need for such an obligation to furnish such information 
to the Steel Controller by the steel allotting stockyards or institu-
tions. 

5.27. The Committee note that Regional Offices of Iron and Steel 
'Controller have been set up to check mislltilisation and leak-
.-ages of steel. Each Zone covers an area of five to eight States. They 
further note that misuse of steel has been declared as a penal offence 
"Under the Essential Commodities Act. As the success of policy de-
-pends upon its effective implementation, the Committee urge that the 
1tcgional Offices should effectively check malpractices and mis-
utilisation of steel by allottees. 
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5.28. The Committee note that at present it is not obligatory OD 
..he Directors of Industries/Small Scale Industries Corporations, 
Btotkyards etc. to furnish information about the steel distributed 
Ihrou,gh them to the Regional Iron and Steel Controller. In order 
that the Regional Steel Controllers could discharge their responsi-
bilities effectively, the Committee are of the view that there is a 
need to make it obligatory on thesteel distributing institutions and 
stockyards etc. to furnish such information regularly to the Regional 
Steel Controllers. 

5.209. The Committee would like Government to take effective-
measures to see that steel is put to proper use by the allottecs and: 
not surreptitiously sold in the market thereby vitiating the atmos.-
phcre. 

"$. ~~~ 
~C\bl(.. .{?OY 
p-ro J or ~ 11")T\ <.. 
vp' ~\J(~ 



CHAPTER VI 

CONCLUSION 

6.1. The production of steel is an index of a country's economic 
prosperity and it can rightly be regarded as the barometer of a 
nation's level of industrialisation and economic growth as it forms 
the basic material in all developmental efforts of a nation. 

6.2. While nature has been abundantly genrous in ,.mdowing India 
with all the necessary inputs for a flourishing steel industry, like 
rion ore, coal, lime stone, manganese and other ingredients ami 
above all plentiful labour, it is surprising that our steel production 
forms only a hundredth part of the world production. On the other 
hand, Japan, which suffers from disadvantage of ha,ving no basic 
raw material for its steel industry and has to depend upon iron 
ore imports from other countries has converted this disadvantage 
into a visible advantage and is today producing nearly 9:3 million 
tonnes of steel against 1.7 million tonnes it produced in 1948. On 
the other hand India's production of iron and steel has arisen from 
1.3 million tonnes in 1948 to 6.3 million tonnes only. 

ciiblrc '~1tR#e rapid growth of iron and steel Industry is indispen-
progra~..c.ountry's developmental industrialisation and export 
up .• .mme. Government should take necessary measures to step· 

o uction of steel in order to achieve the targetted capacity 
. the steel plants envisaged in the Plan. 

I!~gkel 
6.4. The Government should prepare a perspective plan for pro-

duction of iron and steel for the next ten to fifteen years aiming at 
a surplus in this key sector so that timely steps can be taken to 
bring about the desired increase and generate a, climate of optimism 
that this basic raw material required by engineering and other 
industries would be available indigenously on assured basis. 

6.5. It is disappointing to note that the steel production has been 
around .65 to 70 per cent of the installed capacity and thnt in none 
of the Plan periods i.e. from 1955-56 onwards the production tar-
gets· have been achieved. The Committee fail to understand the 
rationale of the production targets when there is shortfall in year-" 
after year. 

153 
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6.6. The public sector now commands a dominating position in 
.steel. As the public sector has now experience of more than a de-
cade to its credit, it should certainly be within their reach to take 
remedial measures on priority basis' and in a coordinated manner 
to achieve the maximum output from these Steel Plants in which 
large amounts of scarce resources of the country have been in-
vested. 

6.7. The Committee would like Government to bring out a com-
prehensive White Paper on the existing state of production i.n each 

o()f the Steel Plants and the measures that have been taken or an~ 
proposed to be taken to improve their performance. This White 
Paper may be placed on the Table oCthe Lok Sabha, so that Members 
have an opportunity to discuss the matter in detail. 

6.8. According to the National Council of Applied Economic Re-
search the demand for finished steel in 1975 and 1980 will be 7.6 
million tonnes and 12.8 million tonnes respectively. It has been 
contended by Government that the present capacity of 6.74 million 
tonnes of finished steel will go up to 11.50 million tonnes in 1975 
and to 14.70 million tonnes in 1980, if 9) per cent capacity of the 
steel plants is utilised. However, it is observed that at present as 
against the capacity to produce~ 6~75 million tonnes of steel, the nctual M vel 
production is about 4.5 million tonnes only. The! Gover~~~t"hm.lld .",c, 
keep these realities in view while p}anning for ~L''lna can of 
total capacity at the end of 1975 and 1980 so that the derr- de-rna..J 
be met in full. 

i 
6.9. In view of the wide gap between the present production an~ 

-demand projections by Nati·onal Council of Applied Economic Re-
search for 1975 and 1980 about various categories of steel, it is 
recommended that a perspective plan with a time bound schedule 
'should be prepared by Government for achieving the production in 
-time. 

6.10. T·(j know preCisely the consumers requirements the Com-
-mittee attach great importance to market study. The Iron and Ste'el 
'Controller has valuable data about the present requirements of the 
~ountry. The Committee would suggest that all the available data 
with the Iron and Steel Controller and other Government Organi-
-sations should be carefully analysed and demand projections over 
"the next 5 to 10 years developed systematically so that the product 
mix for the new steel plants and the expansion programmes of 
~xisting plants is realistically framed in order to meet the require-
',ments in full. 
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.611. The need lor .achieving increased capacity of steel was felt 
oat .the b~ginning of the Third Five Year Plan and that in 1962 the 
Steering Group on the formulation of the Fourth Five Year Plan for 
llronand Steel had recommended the study of Goa-Hospet and 
Bailadila-Visakhapatnam areas for setting up the new steel plants. 
Simil.ar!y in 1962 a Technical Committee was also appointed by the 
Government to consider setting up a steel plant in the Salem-
Neyveli region. The .Committee are unhappy to note that Govern-
ment took nearly ,eight .:years in announcing its decision for setting 
,up steel ,plants in these ,areas. As the gestation period for integrated 
steel plants is between 7-8 years, the Committee would urge Go-
'V,ernment that final decision about the product mix etc. of the Steel 
Plants should be .taken expeditiously and high priority should be 
,given lor ,commissioning ,:)i the steel plants within the shortest 
,period. It is a.pprehended that any undue delay in final decision 
,about the product-mix and commissioning of the steel plants woul<i 
:not only deprLve the leounrty's economy of reaping the benefits of 
;additional steel capacity, but will also result in higher cost for 
~setting up ,the steel 'plants. 

6.12. While deciding the capacity and produc't mix of the steel 
1>lants, Government should make adequate provision for increasing 
the capacity and varying the product-mix of the steel plants to 
'meet the .anticipated incr.ease in the demand for steel in the coming 
·years. 

6.13. The Committee 'are 'convinced that in a basic industry like 
~Steel, Government's policy should deliberately aim at a surplus 
:rather than achieving mere self-sufficiency. It need hardly 'be poin-
ted out that besides providing a cushion against unexpected short-
falls, surplils steel would afford the greatest enN'Uragement to the 

.dcvcilpment of engineering and other allied industries which reqUire 
steel in large quantities and on assured basis. In this connection, the 
-example cif sevenil leading countries like the U.S.S.R., U.S.A. and 
-Japan can be citea where steel production has increased several 
'fold during the last tW'~)' decades, thus providing a strong base for 
development of industry to meet the home demamd as well ,as ex-
ploit the export opporturiities. It may be pointed out that U.S.S.R., 
'U.S.A.. and Japan been able to increase their production in steel seve-
ral fold and they are anle to add several millions of additional capa-
city in steel manufacture practically every year. There is no reason 
why the gestation period either for installation of new steel plants 

"OrIor expansion of the existing steel plants should be spread over 
five to seven ye::trs. "The Committee would like Government to 
':528 LS-Tl. 
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compress this period sO that the production from the ne'W'steel plants; 
or expanded steel plants materialises at the earliest. 

6.14. It is noted that since the announcement of new Licensing. 
P.olicy in February, 1970, Government have issued letters of intent 
to four State Industrial Development Corporations with total capa-
city of 2,80JGOO tonnes and eleven units in the private sector with. 
total capacity of 5,10,000 10nnes for production of billets based on 
continuous casting process and further licensing of continuous cast-
ing units is .pending decision by Government on the findings, of the 
Report of the Departmental Working Group on the availability of 
scrap within the country. It is also noted that so far only one sponge 
iron unit has been given letter of intent and further licensing of 
such units is pending success of this unit. 

In the context of shortages experienced in steel production and 
in view of the low gestation period with comparatively smaller 
capital requirement, the Committee feel that the scrap based elec-· 
tric furnaces-cum-c..:mtinuous casting plants have obvious advantages 
as they would make fOT decentralised production and distribution 
besides putting scrap to productive use. 

The Committee would like Government to continuously review 
the position and takes timely deciSions so that we may increase our 
!-.::>tal indigenous production in the shortest possible time to meet 
the present requirements and save precious foreign exchange which 
is being. spent on imports. The Committee hope that Government 
would bring the production 'Of electric furnace-cum-continuous 
casting plants under the purview of the J-oint Plant Committee to-
make for a most rational allocation. 

6.15. It is noted that demand exceeds production in respect of 
ferro-alloys like ferro-silicon, Ferro-molybdenum, Ferro-tungston, 
Ferro-vanadium and Ferro-titanium etc. and that letters 0f intent 
for creating additional capacity have been granted to certain parties 
to fill the gap between the demand and production. Government 
should keep a close watch that the additional capacity in respect of 
these ferro-alloys is established at the earliest and till the requisite 
capacity of these ferro-alloys is established, Government should take 
steps to arrange timely and adequate imports to meet the industrial 
requirements. The Central Government should persuade the State-
Governments to supply electricity to the ferro-alloys manufacturing 
units at lower tariff rates so that the tmit.; may be able to utilise-
their capacity fully and reduce the cost of production, to compete-
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with other countries where similar tarifflconcessions are being given. 
It may be added that if such concessional r,ates are made available 
to the ferro-alloys manufacturing units, it should be obligatory on 
them to sell the ferro-alloys at more (.'i)!npetitive prices so that the 
benefit is passed on to the industrial users of ferro-alloys. 

6.16. The Committee are perturbed to note. that due to variety 
of reasons like shortage of steel, delay ~ delivery of equipment and 
labour unrest, the pl"Oduction of steel at the end of the Fourth Five 
Year Plan would fall short of the target by about 1.4 million tonnes. 
Government should make concerted efforts to improve the utilisa-
tion 'Of existing plants to make up this shortage. It is also urged that 
the expansion programmes f:Jr Bokaro and Bhilai should be imple-
mented on priority basis. 

6.17. It is a matter of concern that the gap between the esti-
nHlted requirements and the production of finished steel in the 
country which was 6.2 million tonnes in 1969-70 has risen to l.5 
million t·onnes in 1971-72. As steel is the basic raw material for a 
large number of industries, it is imperative that adequate supplies 
are made available for sustaining and accelerating industrial deve-
lopment. Government should take timely measures to arrange for 
imports of steel to meet the gap between the a8sessed requirements 
and estimated production. 

6.18. It is noticed that it ta'kes n'O'rmally between three to nine 
months for imports to materilalise. Due to decline in indigenous 
production, shortage of steel has become a serious constraint to- in· 
dustrial development. There is, therefore, imperative need for re-
ducing the time lags involved in securing supplies through imports 
or increased indigen·ous production. It is suggested that there should 
be a time-bound programme for receipt of imports and its distribu-
tion to the industry. 

6.19. At present Government do not maintain precise statistics 
about the foreign exchange expended on the actual impo'rts of 
steel. In order to arrive at a correct judgement on the level of im-
port .necessary to bridge the gap between demand and supply there 
should be a proper procedure for obtaining information from the 
H'cencees so that the Ministry may be able to know how much im-
port has actually materialised and what further action, if any, is 
required to be taken to susta.in the tempo of industrial production 

6.20. It is appreciate~ that a decision has been taken to set up a 
Steel Bank which would maintain stocks of critical categories of 
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steel to meet the shortages experienced by priority users. The Ga~ 
vernment should make concerted effurts for setting up the Steel 
Bank at the earliest. The procedure for obtaining raw materials 
should be streamlined so that it is ftee from unnecessary red~tape 
and does not defeat the very purpose of obtaining raw materials in 
time. 

It is also stressed that where a manufacturer desires to import 
a matching section on the ground that it is not available indigenous-
ly, the applications should be checked up expe.ditiously ,and either the 
matching section made available from ind~genoUs source or the 
import allowed without delay so as not to hold up the manufactur-
ing programme. 

6.21. At present the steel imports are canalised through Hindus-
tan Steel Ltd. and the Mines and Metals Trading Corporati'on. The 
Committee do not see any ostensible advantage in importing steel 
through two public sector agencies. Government should examine 
whether the steel imports cannot be entrusted to a single canalising 
agency which has the best expertise and distributive arrangements 
to serve the industry. 

6.22. It is noted that steel is imported from various countries 
under different credit conditions and the industry finds wide dif-
ferences 'Of prices f~r identical materials offered by the same cana-
lising agency. In order t·O' deal with this difficulty, Government 
should consider the feasibility of charging a pool price for imported 
steel. 

6.23. The Committee have gathered the impression that because 
of the constraint 'On available supplies, indentors, particularly those 
in the public sector and in small scale industries are apt to inflate 
their demands so as to secure larger quota even after scaling down 
which may take place in the Joint Plant Committee discus<;ions or 
in the aU.)cations by the Steel Priority Committee. It has been 
admitted by the official representatives of Government that there 
is at present no fool-proof check if the inflation is of the order of 
20-25 per cent. It is considered that the Iron and Steel Oontroller 
should be able to exercise stricter scrutiny of the indents so. as to 
take out any elements of inflation. It need hardly be pointed out 
that when a party is found to have indulged in grossly inflating its 
indent, deterrent actiop should be. taken so as to act as an example 
to 'Others. 

6.24. The Committee would also like Gcrvernment t·o' impress 'On 
all Government Departments, public sector and others, who have 
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been given the authority to sponsor priority allocation that a great 
responsibility lies on them to carefully yet the demand in order 
to reduce it to the minimum necessary. It is considered that if 
everyone, particularly the G;wernment sponsoring authorities, 
exercised due care and vigilance in sponsoring indents, it would be-
fore long reduce the demand to realistic levels and make for more 
rational and equitable allocations. 

6.25. lit is noted that there are no definite gUidelines for fixing 
priorities for allotment of steel to v,arious indentors except that the 
priorities are allotted on merits of each case determined at the 
discretion of the Steel Priority Oommittee. As there is an acute 
shortage of steel, discretion has of necessity to be exercised. How-
ever weI intentioned, the dispensing body might be, the public are 
entitled to have definite indications as to how and on what basis a 
demand is pre1erred to another. It is suggested Government should 
evolve guidelines for fixing priorities in the light of experience 
gathered so far. 

6.26. It is noted that the Steel Priority Committee have been 
making continuous efforts in recent months to ensure that at least 
indentors who are allotted Category 'A', are able to receive steel 
within the quartcr. Even so, the official representatives had to' ad-
mit before the Committee that in the case of Durgapur Steel Plant, 
the compliance has varied between 55 per cent and 84 per cent. The 
Committee consider that as Category 'A' allottees are obviously in 
need of timely supplies of steel, the objective is defeated if the 
supplies do not materialise in full and in time. It is also on record 
that once ~ indentor fails to get his quota either in full or in part 
in a particular quarter his earliest chance to get it would OCCUr after 
an interval of 3 to 6 months. It is, therefore, no wonder that manu-
facturers who need steel as raw material have to resort to open 
market in order to sustain their production programmes and it may 
well be that they may be disposing of the steel which they get long 
afterwards in the open market. It is this compulsion of circum-
stance which has given rise to a widespread open market. Govern-
ment should analyse the reasons which have given rise to this mal-
practice and devise measures by which manuf,acturers and others 
engaged in priority works get their quota of steel in full and in time. 

. 6.27. It is noted that the products of re-rolling industry viz., rods 
and bars, etc. meet to an appreciable extent the national require-
ment. It has been brought to' the notice of the Committee that 52 



per cent to 60 per cent of capacity of steel re-rolling industry is 
lying idle for want of adequate supplies of billets. The Committee 
understand Government are examining the feasibility of importing 
larger quantities of billets to meet the internal demand. The C'O'm-
mittee suggest that Government should carefully review the posi-
tion and 90 aU~cate the billets that the consumers' requirements 
are met on a decentralised basis to the maximum extent feasible. 

6.28. The Committee recognise that the small scale industries 
occupy an importBjIlt developmental role in national economy and it 
is Government's policy to extend the necessary assistance to them. 
While the Committee are in full agreement with this objective and 
consider that small sc.ale industries should be extended every help, 
they feel that a duty is also cast on Government to see that the bene-
fit goes only to those units which are actively engaged in produc-
tion. An impression wa5 given to the Committee that the Committee 
that the requirements of small scale industries for scare raw mate-
rials particularly for steel are apt to be inflnted and that some units 
in fact exist only for the purposes of getting benefits of scarce raw 
materials without engaging themselves in production. The Com-
mittee note that as far as the Iron and Steel Controller is concerned, 
the indents are required to be sponsored either through the Director 
of Industries or through the Small Scale Industries Corporation. 
GovernlIl.(lJl1t should, take effective measures in consultation with 
the Development Commissioner for Small Scale Industries and the 
State authorities to ensure that the requirements for steel are spon-
sored after careful scrutiny and checking and that there is a follow-
up to see that the scarce raw materials are in fact put to productive 
use. Government should also publish factual information about 
allocation of steel and other scarce raw materials to the small scale 
industries and their production effort so as to dispel suspicion that it 
is not being put to, productive use. 

, 
6.29. The Committee ~ake note of the difficulties and apprehen-

sions of the small scale sector in regard to the new procedure for dis-
tribution of steel materials to it through the State Small Industries 
Corporations. Government should take note of the difficulties and 
ensure that the new procedure of distribution of steel to small sC.:31e 
sector does not result in excessive burden or hardship. 

6.30. It is noted that at present the stockyard remuneration ra,nges 
from Rs. 60 to Rs. 380 per tMne on various items of steel sold through 
stock-yards. Govenment should review carefully the margin of 
remuneration allowed for sales from stock-yards so as to reduce it to 
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~he minimum in respect of catego!I'ies of steel which are used mostly 
'by the small scale ip:ldustries. 

6.31. Hitherto the Railways have been disposing of their used steel 
'materials like rails etc. by public auction and it has been fetching 
them high prices. The Committee consider that as there is acute 

$hortage of steel in the country a't present and as the Railways had 
'Obt::lined steel originally on priority basis from Government alloca-
tions, it would be more equitable if used steel materi.als like rails etc. 
were placed at the disposal of the Joint Plant Committee. who could 
:allocate it in best public interest. It is also recommended that other 
Government DepartmenUorganisations/public undertakings and 
'Organised sector who have large quantities of used steel materials or 
:scrap should be Similarly brought within the purview of the Joint 
'Plant Committee so that the used steel materials, scrap etc. could 
'be allocated in the best public interest. 

6.32. It is noted with concern that in 1970-71, 12.6 per cent of the 
total productiolIl of Indian Iron and Steel Company was classifie.d ,as 
"defectives' and 10.2 per cent of the total finished steel production of 
Durgapur Steel Plant was classified as 'scrap'. This percentage is 
considered on the. high side especially in the context of acute short-
tages of steel being felt all over the country. As the higher percen-
tage of 'scrap' and 'defectives' etc. ultimately result in higher cost of 
ages of steel being felt ,all over the country. As the higher cost of 
production in the steel plant, the Government should impress upon 
the steel plants to make cqncerted efforts to reduce this percentage 
to the minimum possible. 

Government may get the matter examined by a high-powered 
independent technical committee to find out the precise reasons for 
such high percentage of production in various steel plants being 
classified as 'defectives', 'cuttings' and 'scrap' and suggest remedial 
measures for improving the performance. 

6.33. The Committee are surprised to note that due to stockyard's 
remuneration and overhead charges etc. defectives and scrap mate-
rials sold through producers' stockyards are. available to the small 
scale sector on a higher price than the price of the prime materials 
made available to the large scale sector from the steel plants. That 
the small scale sector should not be placed at a dis-advantageous posi-
tion as cDimpared to the organised sector the Government should 
criticaliy examine the remuneration and overhead charges of the 
stockyards which are being re.covered on defectives and scrap mate-
rials sold to small scale industries so ,as to reduce the burden on the 
Small Scale Sector. 
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6.34. At present interest is not paid on the earnest mon2Y deposit--
ed by the indentors. As there is no assurance of definite delivery 
period by the steel plants, there is need for examining the justifica-
tion for keeping a substantial amount without paying interest on the: 
same. 

It is noted that Regional Offices of Iron and Steel Controller have: 
been set up to check misutilisation and leakages of steel and that 
each Zone covers as area of five to eigbt States. Ast he success of 
policy depends upon its effective implementation, the Committee' 
urge that the Regional Offices should effectively check malpractices. 
and misutilisation of steel by allottees. 

At present it is not obligatory on the Directors of Industries! SmalE 
Scale Industries Corporations, stockyards etc. to furnish information 
about the steel distributed through them to the Regional Iron and! 
Steel Controller. In order that the Regional Steel Controller could' 
discharge their responsibilities effectively, there is a need to make' 
it obligatory on the steel distributing institutions and' stockyards etc: 
to furnish such information regularly to the Regional Steel Con--
trollers. 

NEW DELHI; 
April 24, 1972 
Vaisakha 4, 1894 (Sakar~-

t... .• '_ 

KAMAL NATH TEWARf,. 
Chairman, 

Estimates Committee:_ 

-. 
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APPENDIX n 
(Vide para 3.35 of the Report) 

:Statement showing the details of the applications for ind1lstrial 
licences received by Government from State Government 
Unde'rtakings and privalte entrepreneurs for the manufacture 
of steel billets1ingots from ferrous scrap by conventional 07 

continuous casting process. 

Party Item Capa~ity Location Letter Jndu~trial Remark~ 
111 oj" Licences 

Tnnnes intel''- issued 
issued ('n 

on ---_._ .. _. -.. -,--------
1\. SCHEMES APPROVED BY GOVERNMENT 

1. State G,)vermnmt Undertakings: 

I. The Orissa Steel 80,000 Orissa 8-9-70 C'nti!1u-
Industrial De\,. billets ous casting 
Corpn. Ltd .• process 

2. The Puniab 0,). 50.000 Lu,lhiana 24-12-70 Do. 
State Ind. De\'. (C.O.B.) 
Corpn. Licence) 

3. The Haryana Do. 50 ,000 Mahint'ra 18-6-71 Do. 
Ind. Dev. Corpn. garh 
Limited. 

4. The U. P. State Do. I()O,OOO e. J? 28-6-7 1 Do. 
Ind. De\,. Cllrpn. 
Ltd., 

'II. Prit'ate Entreprene/lrs 

5. M '5. Electrosteel- Do. 40,000 Gha7.i!lbad ,1-7-70 1'. 
Castings Limited. 

6. M's. Steel Com- Do. 50 ,000 Kerala 24-7'70 Do. 
p\ex Ltd., 

7. M's. Rathi AlIllys Do. 40 ,000 Gha7.iabad 1- I -'/1 Do. 
and Steel Ltd. 

8. Shri S. N. Agarwal Do. 50,OOQ Ban·galore 15-5'71 D" 

9. 1\1. 'so Krishna Do. 50,'00 Romhay 18-5-7 I Dn,' 
Steel hc:ustrics. 
----- ._ ...• _----_ .. _ ..... -----------------_. __ .... ----

164 
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Location Letter 
of 

Intent 
issued on 

Industrial Remarks 
Licences 
issued on 

._--- ... - ._-------_ .. .------------.. - ... ---
'J:). M's. TJ.ta Iron 

and Steel C,., 
Steel 
Ingots 

II. M's. A!1jhraStecl Steel 
C Jrpn. BiIlc!, 

12 . .\{!s. VarJhm'ln Do. 
Spinning and 
G~.,eral Mills 
Limitej. 

1~ •• \1 'so Amdt Do. 
Vanaspati. 

14. M's.VshaMartin Dc). 
Black (Wire 
Ropes) 

15. M's. Shanker 
Estates (P) Ltd., 

16. M's. Hindustan 
D~v. Corpn. Ltd. 

Do. 

Do. 

30.000 Ajityapur 

50,000 nanga\ore 

50,000 G'1R7.iabaj 

50,000 Ranchi 

50,000 M. P. 

50,000 Mahrashtra 
or V.P. 

18-5-71 JR-5-7J COIl\·ell-
(C.O.B. ') tional 
(Licence) process 

18-5-71 

25-6-7 1 

22-6-7 1 

28-6-71 

1 -7-7 I 

LIT 
withhold 

Continu-
ous 

Casting 
prC'ccs, 

Do. 

Conti-
nuous 
casting 

Do. 

Party Item Capacity Location Remarks 

n. SCHEMES PROCESSED AND SUBMITTED TO L. C. 

J'rivatc flll/teprCllcllrs. 

1. '\1/s. Motilal Padampat Sugar 
Mills Co. Ltj. 

2. MIs. Bridge and Roof 

:I. !vL s. J. K. Synthetic Ltd. 

4. M,s. J. K. Steel and IndustriC's 

5. M's. Moji Injustries LimiteJ 

6 .. \1 '>. S D~;ial St~~ls Ltl. 

Ingot 

Steel 
Billets 

Steel! 
Ingots, 

billets 

Steel 
billets 

Do. 

28,000 Kanpur 

50 ,000 Bihar or 
V.P. 

50000 Kota 

50,000 Bihar or 
Orissa 

50 ,000 V.P. 

Conventi<'al 
Process. 

Continucus 
casting 
process. 

Do. 

Do. 

50 ,000 Mahara~ I~tra Do. 
.. , 
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Party Item Capacity Location Remarks 

C. SCHEMES UNDER CONS IDERATION AND PROCESS ING 

1. State Government Undcrtak!'11gs : 

1. Mis. Andhra Pradesh Ind. 
Dev. Corpn. 

I I. Private Entrepreneurs: 

2. Mis. Vinod Gupta 

3. M~~. Baldev Steel Ltd. 

4. MIs. Delhi Iron and Steel Co., 
(private); Limited. 

s. Shri J. N. Mehrotra . 

6. Shri Binod Kumar Kanoria 

7. Shri Bala Krishan. Somani 

8. MIs. V. P. Steel Limited 

9. Mrs. Kamani Engg. Co. 

lIO. Mts. Rainbow Steel Ltd., 

H. M's. Devidayal Rolling and 
Refineries (P) Limited. 

Steel 
billets 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Steel 
Ingots 

Steel 
billets 

Ingots! 
:i\lets 

Steel 
ingots 

12. M's. Central India Machinery Mfg. Do. 
Co. Ltd., 

13. Mis. Indian Rolling Mills 

V4. MiS. Rathi Ispat Ltd. 

IS. Mts. Northern Indian Iron and 
Steel Co .• 

Steel 
billets 

Steel' 
ingots, 
billets 

Steel 
Ingots 
and 
billets 

16. M's. Ishar Alloy Steels (P) Ltd., Steel 
Ingots 

50 ,000 Andhra Continuous 
Pradesh casting 

process 

50 ,000 Delhi. Do. 
Haryana, 
cr U.P. 

18,500 Bahadurgarh Do. 
(llaryana) 

50 ,000 Ghaziabad 

33,000 Unnao 
(V.P.) 

22,500 U.P. 

40 ,000 V.P. 

12,000 U. P. 

J ,20,00 Not known 

15,000 U. P. 

20,000 Mahrashtra 

6,000 M. P. 

50,000 U. P. 

48,000 U. P. 

15,0000 Haryana. 

Continuous. 
process 

Contjnuou~ 
casting 
process 

Continuou& 
casting 
process 

Do. 



Party 

1. 7. M!s. Concast (P) Ltd., 
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Items 

Steel 
billets' 
Ingots 

l~. Mis. Polliwal Steel (P) Limited . Ingots 

19. Mis. H. L. Malhotra and Sons. Ingots 

2':>. Mis. Kothari Plantation and Ind. Billets 
Limited. 

21. M's. I.1.lian Steel Corporati,m 

2Z. Mia. Indian Steel Equipment 

Steel 
billets 

Do. 

Capacity Lo..:ation Remarks 

50 ,000 Bhu\'nagar Contjnuc~s 
casting 
process 

Rl.OOO V. P. 

6.000 Haryana 

so,coo Bihar 

1.00,000 Mahrashtra 

l,oe,COO West Bengal 



APPENDIX III 

(Vide para 4.50 of the Report) 

JOINT PLANT COMMITTEE 

(Constituted by the Government of India) 

18. RABINDRA SARANI, CALCUTTA-1 

No. ES-(1) /PS170 March I, 1971 

SUB: Distribution Policy for Steel Materials from Producers' 
Stockyards 

The procedure for issuance of materials from Producers' Stock-
yards was laid down vide reference No. ES-(1) 170 dated 17-10-1970. 
After further consideration of certain aspects of this system, some 
modifications have become necesseary. Therefore, JPC has finalised 
the following comprehensive revised procedure incorporating the 
modifications. This procedure will be effective from 1-3-1971 in super-
session of the earlier instructions on the subject. 

" 
I. SPC Allocations 

The Steel Priority Committee may make allocations for small 
tonnages to various parties against their specific sale-works orders for 
issue of material from the nearest Stockyard. Intimations to Con-
sumers, Stockyards and Producers will be issued in the form of 
allotment letters before commencement of the period in accordance 
with which despatches from Plants and sale from Stockyards may 
be arranged. 

1.2. The Producers' Steel Plants shall also supply residual ton-
nages of SPC allocations where the indentor has signified his 
willingness to accept such small tonnage through Stockyards at 
Stockyard prices and where such supply is feasible from operaionall 
Rail movement point of view. 

1.3. It shall be ensured that such materials are only issued to the 
allottees of the SPC. In the event of the allottees not making the 
payment and not lifting the materials withill the stipulated time,. 
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the Stockyards shall distribute such unlifted materials according to· 
the procedure and basis laid down hereunder. 

II. PRIME QUALITY MATERIALS (Other than Pipes and Pig Iron) 

2.1. Out of the total arrivals in a Stockyard in a quarter, 20 per 
cent shan be offered to the Directors of Industries of the States in 
the Zones served by the Stockyards to ensure equitable distribution 
against the req'u'irements of Small Scale Industries with the exception 
provided in para 4.2 below. Tistrong bars and cold twisted bars, viz. 
torsteel ana grip bars need not be offered to the Directors of Indus-
tries. All State Governments in the Zone will be requested to nomi-
nate an Officer to receive such offers and preferably the officer 
should be stationed at the station in which the stockyard is located 
to facilitate expeditious exchange of correspondence. The Officer 
nominated by the Director of Industries shall issue recol'llmendations 
to actual consumers in the small scale industries SectQr in the State 
or to SSI Corporation within 14 days from the date of issue of inti-
mation from Stockyard and also send a consolidated statement of 
allocations to the Branch Manager of the Stockyard. 

Note:- (a) Allocation to individual party should not be less than· 
2 tonnes per section. 

(b) Demands of industrial consumers looked after by all 
State Government Departments e.g. Director of Agri-
culture, Director of Consumers Goods etc., shall be co-
ordinated by the Director of Industries or the officer 
nominated by the State Government so that the Stock-
yard may make correspondence only with one Officer in 
each State. On receipt of recommendation from the-
State Government, the Stockyard shall send offers to the 
allottees to pay for and lift the materials within the-

stipulated period after which the same will lapse. 
(c) If one Stockyard serves more than one State, 20 per cent 

of the mate~ials received at this Stockyard will be distri-
buted in accordance with the percentage indicated in the-
para 3.2 of the circular. 

2.2. The balance of the materials plus the quantities not lifted by 
the allottees of the Directors of Industries within the prescribed time 
limit shall be sold, as a general rule and normal practice, in order 
of preference as mentioned below:-

(i) Against allotment letters from Iron & Steel Controller. 
These allotment letters will normally not exceed 20 tonnes-
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per party and will remain valid for 90 days from the datL 
of issue. 

(ii) Against pending JPC authorisation letters, each supply not 
exceeding 10 tonnes per month. JPC will not issue such 
authorisation letters in future. 

(iii) Against demands placed by fabricators executing orders 
of main producers and Bokaro Steel Limited. 

-(iv) Against demands placed by Central & State Government 
Deptt i Undertakings, Government bodies and foreign em-
bassies I consulates. 

{v) Against old quota certificates subject to the total sales in 
a month against such quota certificates not exceeding 10 
pet cent of the total quantity of such materials received 
during the month in the concerned Stockyard. 

(vi) Against demand placed by fabricators!contractors exe. 
cuting orders of Government DepartmentslPublic Sector 
Undertakings, offers will be made to contractorslfabri-
cators only on receipt of Essentiality Certificate in the 
Form enclosed at Annexure 'A' Stockyards will register 
demands of parties falling under this category and send 
offers if the material asked for is available in the Stock-
yard, after meeting higher priority orders. 

(vii) Against demands placed by medium and large scale units. 
Stockyards will not, however, register demands of parties 
falling under this category but send offers only if the 
material asked for is available in the Stockyard either in 
ready stock or known to be in transit, after meeting higher 
priority orders. 

-(viii) Upto 30 per cent of Bars, Rods, light structurals and G. C. 
Sheets received in a Stockyard shall be reserved to be 
given to genuine private citizens!institutions for building 
houses on production of approved plan by the Corporat;.onl 
Municipality:Notified Area Committeelany recognised 
Local Body along with a Certificate from an Architect I 
Engineer indicating the requirement in different sizes. 

(ix) Materials left over after meeting demands falling under 
the aforesaid categories including those not lifted within 
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the stipulated periods may be sold by the Branch Manager 
to trade, keeping in view the provisions of para 4.4. 

Explanatory Notes 

(a) The demands fallng under (i), (iii), (iv) and (vi) shall be 
duly registered by the Stockyards in advance. Pending 
demands falling under (ii) and (v) are already on the 
books of Stockyards. 

(~) Demands falling under (iii) shall be taken on books only 
on receipt of letters of recommendation (showing the sec-
tion and tonnage recommended) from an officer not 
below the rank of a Controller of Stores & Purchase or 
Chief Engineer. Such letters shall be sent direct to the 
Branch Manager of the Stockyard and not through the 
allottees. 

(c) Allotment orders of the Iron & Steel Controller, vide (i) 
above shall be signed by a duly authorised officer. 

(d) Essentiality Certificates under (vi) above would be 
honoured only if received direct by the Branch Managers 
and not through the allottees. 

(e) If no supply can be made by the Stockyard within 90 days 
of the date of recommendation ~ssentiality certificates, 
pertaining to demand falling under (iii) (iv) and (vi) 
above, the registration will automatically lapse and the 
demand may be renewed, if it still exists. 

(f) If a customer does not pay for and lift the materials within 
the stipulated time, the allocation will lapse. 

(g) As regards bookings under (iii), (iv) and (vi) above, the 
supplies on account of same department/party may not be 
more than 20 M/T per section per quarter. If the priori-
ties (i) and (viii) have been met, supplies in excess to 
these limits may be made under (iii), (iv) and (vi), if the 
demand exists. 

(h) If the authority placing an order or issuing the recom-
mendation or essentiality certificate under (iii), (iv) and 
(vi) above and the contractor to whom the supply is de-
sired are stiuated under the jurisdiction of different Stock-

528 lJ>--12. • 
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yards, the Stockyard within the jurisdiction of which the-
site of fabrication falls will accept the essentiality 
certificate. 

III. Defective Plates, Defective GPIGqBPlcR Sheets and Cuttings, 
Defective HRICR COils, Defective Skelp, Defective Electrical 
Sheets. 

3.1. The entire arisings of the above will be distributed through 
the Producers' Stockyards at the Stockyard prices. However, till such 
time the outstanding Sale Orders are liquidated, 10 per cent of the 
arisings will be directly despatched to the parties from the plant 
against outstanding orders. To that extent the materials available 
to the Stockyards will be reduced. No further orders will be booked 
for direct despatches from the Plant. 

3.2. The despatches to different Stockyards will be made by the 
Steel Plants to ensure the following Statewise percentage 
allocation: -

Region/ State 

Southern Rf'cion 

(I) Andhra Prajesh 

(2) Kerala 

(3) Mysore 

(4) Tamil Nadu 

(5) Pondicherry 

Western Regkn 

(6) Gujarat 

(7) Mahrashtra 

(8) Ma1hya Pradesh 

(9) Goa, Daman & Diu 

(10) Dadra & Nagar Haveli 

Percentage-

10'1 

5'0 
0'2 

18·6 

0'1 



Region'S/. ICe 

E •• tern Region 

(II) Assam 

(12) Bihar 

(r3) Ml"ghalaya. 

(14') Nagaland 

(15) Orissa 

(r6) West Bergal 

(18,) Tripura 

N"rthern RtotJircn 

(!9" Jammu & Ka~hmir 

(20) Punjab 

(22) Haryana 

(23) Delhi 

(24) Himachal Prajesh 

(25) Rajasthan , 

(26) Uttar Pradesh 
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TOTAL 

PerClnla6e 

J'O 

O' I 

I' 2 

II·6 

o· 1 

o· I 

0'8 

10'0 

4'4 

6'S 

0,6 

S'O 

l6'5 

100'00 

Note: Siaiewise percentage is subject to alteration on the recom-
mendation of the DC SSI, New Delhi. 

3.3. The following procedure will be followed by the Producers' 
Stockyards for sale of the subjcct materials under this group, with 
th~ exception of those listed under para 4.2. 

3.3.1. 90 per cent of the receipt of these materials in the Stock-
yards w~~l be offered to the State SPlall Scale industries 
Corporation l Di~ector of Industries of State Government. 
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3.3.2. While majority of the Small Industries Corporations or 
similar State-ow~d organisations buy and sell materials 
from their own Stockyards and Depots, in a few States, 
the Small Industries Corporations do not undertake buy-
ing and selling, nor do they physically handle the materials. 

3.3.3. In those States where the Small Scale Industries Corpo-
ration or similar State-owned organisations buy and sell 
materials, the materials will be sold only to such Corpo-
ration I Organisations under the condition that they must 
pay the full value in advance to the Stockyards within 7 
days in case of local offers and 10 days in case of outsta-
tion offers and lift the materials within 7 days from the 
date of delivery orders, failing which the offerslsale made 
to the Small Scale Industries Corporations will be treated 
as cancelled and the Producers' Stockyards will be free to 
sell the materials to the actual consumers in accordance 
with p1Ocedure. 

3.3.4. In the Stutes where the Small Scale Industries Corpora-
tion do not undertake buying and selling the materials and 
the State in which no such Corporation of State-owned 
organisation eixsts, the materials will be offered to the 
concerned Director of Industries for nominating the parties 
and making allocations to the nominees. The Director of 
Industries must make the nomination and allocations with-
in 14 days from the date of the intimation and local nomi-
nees must make payment in advance within 7 days 
(within 10 days by outstation nominees) of the offer and 
lift the materials within 7 days from the date of delivery 
order failing which Lhe ::..llocation will lapse. 

3.3.5 The Stockyards will be free to sell the balance 10 per cent 
of their receipt to the parties of their choice. 

3.3.6 At present lISCO do not have Stockyards spread over 
throughout the country. In the States where they do not have the 
Stockyards, they may nominate Stockists in consultation with the 
Iron & Steel Controller to receive and distribute materials at the 
Stockyard prices as per the Procedure stated herein. These n<Ymi-
nated Stockists will act as liSCO's Stockyard in this respect. 

4.1. The stipulated'time for payment against offers will be 7 days 
for local parties (10 days for outstation pal'ties) and for lifting the 
materials 7 days from date of delivery orders. 
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IV. General 

4.2. For compact Industry Groups, namely, Bright Bar lfdustry 
Wire Drawing Industry, Tube Mills, Fabricators of Electrical lamina-
tions, each Stockyard may prepare a list of consumers, Small Scale, 
medium and large by reference to Directors of Industries and vari-
fication, where necessary, with other sponsoring authorities. Mate-
rials, prime, defective and cuttings particularly meant for these In-
dustries, after meeting priorities indicated in para 2.2 except 202 (vii) 
may be offered in uniform lots of 5 tonnes to each SSt Unit and 8 
tonnes to each DGTD Unit in rotation. In the case of HRICR Coils, 
these limits may be exceeded as it is not possible to cut the Coils to 
keep the delivery within the limits mentioned in this clause. 

This exception applies to the follQwing materials:-

(1) HR Coils and Skelp and Defective thereof. 

(2) Wire Rods in Coils Prime and Defectives. 

(3) Rounds in dia. 27, 30, 33.5, 42, 47, 53 & 60 mm. (Prime). 

(4) Electrical Steel Sheets, Prime and Seconds. 

Supplies to a party in the above referred groups in rotation may 
be made notwithstanding the limits placed vide para 4.6. 

Out of Wire Rod Coils received, 50 per cent may be kept aside 
for direct allocation to wire drawing units, and the balanced for meet-
ing other demands under para 2. 

Rounds in lSI rationalised diameters are not CO'Vered by this ex-
ception. 

4.2.1 If any of the units in the above specified groups require for 
co,nstruction and maintenance purposes any materials to which they 
are entitled to by virtue of para 4.2, no extra allocations on this 
account will be made. However, for other materials required for 
construction, maintenance, etc. the normal proceoure will apply. 

4.2.2 Till such lists, as mentioned abOtve, are ready, para 4.2 may 
not be operated and the requirements of various s~tors may be met 
as hitherto. Thereafter, items indicated above may not be offered to 
Dir'ectors of Industries ISS! CorporatiOtlls. 

4.2.3 If the materials offered to parties in the above specified 
groups are not paid for and lifted within the stipulated time, the 
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same will become available for sale to others, whether in the same 
group Cl)r otherwise. 

4.3 The requirements for constructionlexpansion!maintenance of 
factories and premises emanating from SS! Units would be catered 
for out of the share meant for Directors of Industries. For other 
units, whether the supply is made for constructionjexpansionimainte-
nance or for production, the same should be within the ewer-all limits 
prescribed in para 4.6. . 

4.4. Out of the materials remaining unsold after 30 days of receipt 
(except those in the process of lifting and for which the stipulated 
time-limit is not yet over), the items enjoying premium may be sold 
preferably to the consumers. 

4.4.1 To a maximum extent, 10 per cent of each category of the 
materials received in a Stockyard in a quarter can be reserved by the 
Branch Manager for disposal at his discretion alongwith non-moving 
and slow-moving items. 

4.4.2. Before entering into deals for bulk disposal of non-moving 
and slow-m.oving items from the Stockyards a list of such materials 
shall be prominantly exhibited on the Notice Boards at the Branch 
Sales Offices offering the materials for sale at the Stockyard prices to 
any partly interested in buying the materials within ten days of the 
date of the notice. After the lapse of the notice period in regard to the 
materials left over, the Branch Manager will be free to sell the 
same to the parties of his choice, preferably those registered with 
the Stockyards. 

4.4.3. For the purpose of co-ordinated sales, preferably defec-
tive and scrap materials enjoying a premium should be utilised as 
incentive items. However, in certain cases the quantum of defec-
tive scrap available may not be sufficient and some prime materials 
enjoying premium may also have to be utilised. 

4.5. Actual consumers should be givein only such materials which 
are required by them for fabrication and manufacture of the pro-
ducts for which they are registered and licensed. This is neces-
sary to avoid resale. 

4.6. In view of the acute shortage of steel materials and to se.rve 
as many customers as possible, issue of materials to an individual 
party should be limited as follows; with the exception laid down 
in para 4.2 above. 
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-(i) Consumers other than allottees of 
Director of Industries (per cvnsumer 
per quarter) 10 

>(ii) Atlottees of Director of Industries A~ per allotment 

(iii) Traders • No restrictkn (being 
risidua\ quantity) 

Minimnm 

2 

Note: The ceiling may be exceeded in special cases with the 
'specific approval of the Central Sales Orgapisation of the Producer 
-concerned. 

4.7. The materials may not be disposed of offered to trade before 30 
days of the date of receipt of the same in the Stockyard, except for 
such quantities as may be required to be offered as incentive items 
for sale of non-moving stocks. 

4.8. If the SSI Corporations or Directors of Industries convey 
their refusal in writing to accept any categories of materials, the 
.same may not be offered to them till they again aSk for such mate-
rials in writing. Out of materials so refused, the non-moving!slow-
moving materials may be dealt with as per para 4.4 straightaway 
without waiting for a period of 30 days to lapse. 

4.9. In case of materials offered to SSI Corporation and Raw 
Materials Depots of Stat~ Governments, the deliVery should be 
taken by those, agencies. If, however, they issue delivery orders 
or pennits qn the Stockyards requiring the materials to be deliver-
ed to parties, the Branch Manager would be free to treat the a11o-

-cation in favour of those agencies as cancelled. 

4.1 O. Out of the defective bars and structuals received, 20 per 
cent should be offered to the Directors of Industries in the same 
manner as prime materials. Defective Wire will be sold as per 
para 4.2 to wire drawing units. The balance materials may be 
'SOld preferably to consumers. 

V. Materials not covered by instructions in foregoing paragraphs 

Such materials received by the Stockyards may be sold, direct 
to customers preference being showln to actual consumers. There 
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will be no restriction as to the quantity to be sold to individual 
parties. 

VI. A separate procedure has been issued in respect of Re-roll~ 
able materials. 

VII. Areas served by each of the Stockyards are set out in An .. 
nexure 'B'. 

By Order of the Committee, 
&II- K. F. MOGAL, 

Executive Secretary. 
Joint Plant Committee. 



No. 

To 

179 

ANNEXURE-A 

GOVERNMENT OF 
DEPARTMENT OF 

Date 

The Branch ~anager 

HSLITISCOIIISCO Stockyard 

Re: Our ContractlPurchase Order No. 

Dated ............ placed with ~essrs . 

.......................... for 

construction of ......................... . 

Dear Sir, 

We have placed the above c~tract which is to be executed by. 
the contractor within .................... For the execution of· 
this contract, OUr contractorlfabricator will require the fullowing 
materials:-

Material SeciionslSize Quantity Quality 
in Metric TODD. 

We are aware that the Stockyards are nQt in a position to cater 
to large requirements as the same have to be obtained directly 
from the Plants. We shall be grateful if small quantities are made 
available to the. c~tractor as per the S,'tockyard procedure subject 
'k> the availability of stock. 

This is to certify that at the time of placing the contractlpurchase 
order we have taken into account the fact that steal materials will 
be made available to the contractor at the. Stockyard prices and, 
therefore, the financial benefit of any supplies made by the Stock-
y.ard to this contractor will accrue to this DepartmentlProject and 
will not benefit the contr.actor fina1ncially in any way. 

Your.s faithfully, 
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ANNEXURE-B 

Stat'-aJise Jurisdiction "I Producers Stockyards 

State to be served Which Stockyard percentage-
will serve ----

Tiseo HSL lisco 

2 3 ........ 4 S 

West Bengal Calcutta II ,6 II'6 II,6 

Meghalaya D). 1'0 1'0 I '0 

Ma'lipur Do, 0' I 0' I 0'1 

Tripura Do, 0' I 0'1 0'1 

Nagalanod D'>, 0' I 0' 1 0'1 

Assam Do. I' 4 I' 4 

-do- Gauhati I' 4 

Bihar Clacutta 4'3 

Orissa Do, 1'2 

----_ .. -
Bihar Dhanbad 4'3 4'3 

Orissa Dl'. I' 2 

Orissa Bhuvaneswar 1'2 --
Tamil Nadu Ma.:ras S'O S'O 

Pondicherry Do. 0'2 0'2 

Mysore Bangalore l' 8 1,8 

Goa, Daman & Diu Do, 0'2 0'2 

Kerala Cochin 1'5 I' 5 

Andhra Pradesh Vijayawa.:a 3'0 

-do- Secun.:erabad 7'1 10' 1 

Mahrashtra JBombay 9'5 10'5 IO'S 
'lNagpur I' 0 

Dadra & Nagar Haveli B(mbay 0' I o· I 0' I 

(Bombay 4'8 
Gujarat 

lAhmedabad 4,8 4,8 

( Ahmedabad 4'0 4'0 
Rajasthan ~ 

lDelhi I' 0 I' 0 

-The above percentages will be adhered to in rfgard'to offering prime materials to the 
Director of Industries of the State concerned. 



Madhya Pradesh 

Uttar prr.desh 

Delhi 

Haryana 

Punjab 

Chandigarh 

Jammu & Kashmir 

Himachal Prad~h 
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2 _________ 3 , ____ ,~~ __ ~_ 

r Indore 

'l Nagpur 

{
KanpUr 

Delhi 

Delhi 

Delhi 

rDelhi 
~ 
LJullundur 

rDelhi 
~ 
LJulluncur 

~ Jullurdur 

lDelhi 

{
]Ullur.dur 

Delhi 

,12' 2 

6'5 

4'4 

0'3 

0'8 

0,6 

S'3 

12'2 

2'0 

6'S 

4'4 

0'3 

0,8 

0,6 

3'96 

5'94 

2'86 

9'24 

0'8 

0,6 



APPENDIX IV 

Summary of Recommendations/Conclusions contained in the Rep,)rt 

S1. Reference to para Summary of 
Recommendation I 

conclusion 
No. No. of the 

.'Report 

1 2 

1 1.33 

2 1.34 

3 

The Committee note that the India has main-
taiined its share at about 1 per cent in the world 
production of steel. The Committee are con-
strained to observe that while nature has been 
abundantly generous in endowing India with all 
the necessary inputs for a flourishing steel indus-
try, like iron ore, coal, lime stone, manganese 
and other ingredients and above all plentiful 
labour, our steel production forms only a hun-
dredth part of the world production, On the 
other hand, Japan, which suffers from disadvant-
age of having no basic raw material for its steel 
industry and has to depend upon iron are im-
ports from other countries has converted this 
disadvantage into a visible advantage and is to-
day producing nearly 93 million tonnes of steel 
against 1.7 million tonnes it produced in 1948. 
On the other h!$.ld India is manufacture of iron 
and steel has risen from 1.3 million tonnes in 
1948 to 6.3 million tonnes only. 

As the rapid growth of iron and steel Industry 
is indispensable for the country's developmental 
industrialisation and export programme, the 
Committee. urge that Governmept should take 
necessary measures to step up production of steel 
in order to achieve the targetted capacity of the 
steel plants envisaged in the Plan. 



1 2 

3 1.35 

4 2.7 

2.14 

3 

As recommended by the Committee else-
where, there should be a perspective plan for 
production of iron and steel for the next ten to 
fifteen years aiming at a surplus in this key 
sector so that timely steps can be taken to bring 
about the desired increase and generate a climate 
of optimism that this basic raw material requir-
ed by engineering and other industries would 
be available indigenously on assured basis. 

The Committee are concerned to note that 
the gap between the estimated requirements and 
the production of finished steel in the. country 
which was 0.2 million tonnes in 1969-70 has risen 
to 1.5 million tonnes in 1971-72. 

The Committee consider that as steel is the 
basic raw material for IS large number of indus-
tries, it is imperative. that adequate supplies are 
made available for sustaining and accelerating 
ilndustrial development. The Committee would 
therefore, urge Government to take timely mea-
sures to arrange for imports of steel to meet the 
gap between the assessed requirements and esti-
mated production. 

The Committee. note that demapd exceeds 
production in respect of ferro-alloys like Ferro-
siJlicon, Ferro-molybdenum, Ferro-tungsten, 
Ferro-vanadium and Ferro-titanium etc. and 
that letters of intent for creating additional capa-
city have been granted to certain parties to fill 
the gap between the demand and production. 
The Committee would urge Government to keep 
a close watch that the additional capacity in res-
pect of these ferro~lloys is established at the 
earliest. Till the requisite capacity of these 
ferro-alloys is established, the Committee would 
suggest that Government should take steps to 
arrange timely and adequate imports to meet the 
iI'ldustrial requirements. 

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



1 2 

6 2.15 

7 2.16 

8 2.28 

9 2.29 

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

3 
--------_. 

The Committee would also recommend the 
Central G<>vemment should persuade the State 
Governments to supply electricity to the ferro-
alloys manufacturing units at lower rates so that 
the units may be able to utilise their capacity 
fully and reduce the cost of production, to com-
pete with other countries where similar tariff 
concessions are being given. 

The Committee need hardly add that if such 
concessiona] rates are made available to the ferro-
alloys manufacturing units, it should be obliga-
tory an them to sell the ferro-alloys at more com-
petitive prices so that the benefit is passed on to 
the industrial users of ferro-alloys. 

The Committee note that it takes normally 
between three to nine months for imports to 
materialise. Due to decline in indigenous pro-
duction, shortage of steel has become a serious 
constraint to industrial development. There is, 
therefore, imperative need for reducing the 
time llags irnvolved in securing supplies through 
imports or increased indigenous production. The 
Committee suggest that there should be a time-
bound programme for receipt of imports and its 
distribution to the industry. 

The Committee note that at present G<lvern-
ment do not maintain precise statistics about the 
foreign exchange expended on the actual imports 
of steel. The Committee are of the view that in 
order to arrive at a correct judgment on the 
level of imports necessary to bridge the gap 
between demand and supply there should be a 
proper procedure for obtaining information from 
the licencees so that the Ministry may be able to 
know how much import has actually materialised 
and wbat further action, if any, is required to be 
taken to sustain the tempo of industrial produc-
tion. 

---------. -----'------_. __ .. 
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The Committee note that it has been decided 
to set up a Steel Bank which would maintain 
stocks of critical categories of steel to meet the 
shortages experienced by priority users. The 
Committee would like concerted efforts to be 
made in the interest of setting up the Steel Bank 
at the earliest. The Committee would also like 
that the procedure for obtaining raw materials 
should be streamlined so that it is free from 
unnecessary red tape and does not defeat the 
very purpose of obtaining raw mate.rials in time. 

The Committee would like to be informed 
within three months of the operational details of 
the Bank and how far it has been able to help 
the industry in resolving their problems of get-
ting matching sections. 

The Committee would also stress that where 
a manufacturer desires to import a matching sec-
tion on the groupd that it is not available indi-
genously, the application should be checked up 
expeditiously and either the matching section 
made. available from indigenous source or the 
import allowed without delay so as not to hold 
up the manufacturing programme. 

The Committee note that while the decision 
for canalising the imports of steel was taken on 
the 1st May, 1971, the agencies for canalisation 
were notified on the 28th July, 1971. The Com-
mittee have. received representations that due to 
delay in the announcement and setting up of the 
canalising agencies, the Engineering Industry 
suffered for lack of imports in time. The Com-
mittee are unhappy to note that duriJng this 
period, when there was acute shortage of steel, 
there was no import of raw materials and the 
industry had to suffer. Hhe Committee feel that 
had there been better advance planning the in-
dustry would not have suffered for want of stee1. 

As steel is imported from various countries 
under different credit conditions, the industry 

-------- .~ --------- -_ .... -
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finds wide differ~ces of prices for identical ma-
terials offered by the same canalising agency. In 
order to deal with this difficulty, the Committee 
would like Gove.rnment to consider the feasibi-
lity of charging a pool price for imported steel. 

The Committee note that at present the steel 
imports are canalised through Hindustan Steel 
Ltd. and the Mines and Metals Trading Corpora-
tion. The Committee do not see any oste\l1sible 
advantage in importing steel through two public 
sector ,agencies. The Committee would like Gov-
ernment to examine whether the steel imports 
cannot be entrusted to a single canalising agency 
which has the best expertise and distributive 
arrangeme¢1ts to serve the industry. 

The Committee take serious note of the fiact 
that the steel production has been around 65 to 
70 per cent of the installed capacity and that in 
none of the Plan periods i.e. from 1955-56 on-
wards the production targets have been achieved. 
The Committee fail to understand the rationale 
of the production targets when there is short-
fall illl year after year. 

Considering that the. public sector in steel 
now commands a dominating position and has 
experience of more than a decade to its credit, 
it should certainly be within OUr reach to take 
remedial measures on priority basis and in a co-
ordinated manner so as to achieve the maximum 
output from these Steel Plants in which have 
been invested large amounts of scarce resources 
of the country. 

The Committee would like GoveIlIUIlent to 
bring out a comprehensive White Paper on the 
existing state of production in each of the Steel 
Plants and the measures that they have taken 
or are proposed to be taken to improve their 
performance. This Paper may be placed on the 
Table of the House so that Members have an 
opportunity to go into the matter in detail. 

--- --_ .. -_ ... _--_._--._----~------"------
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The Committee note that due to variety of 

reasons like shortage of steel, delay in delivery of 
equipment by suppliers and labour unrest, first 
stage of 1.7 million tonnes of Bokaro Plant has 
been delayed. Similarly the revised Bhilai Ex-
pansion Scheme is now likely to be completed 
by 1976-77. 

The Committee are purturbed to note that 
due to the above factors the production of steel 
at the end of the Fourth Five Year Plan would 
fall short of the target by about 1.4 million 
tonnes. The Committee would urge that Gov-
ef1Ilment should make concerted efforts to im-
prove the utilisation of existing plants to make 
up this shortage.. The Committee would also 
urge th:tt the expansion programmes for Bokaro 
and Bhilai should be implemented on priority 
basis. 

The Committee note that according to Natio-
nal Council of Applied Economic Research the 
demand for finished Rteel in 1975 and 1980 will 
be 7.6 million tonnes and 12.8 millhm tonnes res-
pectively. It has been contended by the Depart-
ment that at the rate of 90 per cent capacity uti-
lisation of the steel plants, from the present capa-
city of 6.74 million tonnes the estimated produc-
tion oJ finished. steel will go up to 11.50 million 
tonjnes in 1975 and to 14-.70 million tonnes in 
1980. The Committee are, however, constrained 
to observe that, although at present there is a 
capacity to produce 6.75 million tonnes of steel, 
actual production is about 4.5 million tonnes only. 

The Committee would, therefore, like to re-
mind Government to keep these realities in 
view while planning for development of total 
capacity at the end of 1975 and 1980 so that the 
demand can be met in full. 

In view of the wide gap between the present 
production and demand projections by National 
Council of Applied Economic Research for 1975 
ane 1980 about various categories of steel, the 
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Committee recommend that a perspective plan 
with a time bound schedule should be prepared 
by the Government for achieving the production 
in time. 

The Committee attach great importance to 
market study so as to know precisely the con-
sumers' requirements. The Committee consider 
that the Iron and Steel Controller has valuable 
data about the present requirements of the coun-
try. The Committee would suggest that all the 
available data with the Iron and Steel Controller 
and other Government Organisations should be 
carefully analysed and demand projections over 
the next 5 to 10 years developed systematically 
so that the product mix for the new steel plants 
and the expansion programmes of existing plants 
is realistically framed in order to meet the re-
quirements ~ full. 

The Committee note that the need for achiev-
ing increased capacity of steel was felt at the 
beginning of the Third Five Year Plan and that 
in 1962 the Steering Group on the formulation 
of the Fourth Five Year Plan for Iron and Steel 
had recommended the study of Goa-Hospet and 
BaiLadila-Visakhapatnam areas for setting up the 
new steel plants. Similarly in 1962 a Technical 
Committee was also appointed by the Govern-
ment to consider setting up a steel plant in the 
Salem-Neyveli region. The Committee are un-
happy to note that Government took nearly 
eight years i;n announcing its decision for setting 
up steel plants in these areas. The Committee 
further note that while the Government's deci-
moo about the steel plants was announced in 
April, 1970 the techno-economic feasibility report 
in respect of only Salem Plant has been receiv-
ed from the Consult8lllt which is under examina-
tion of the Government and that the techno-eco-
nomic feasibility reports in respect of Vijaya-
nagar (Hospet) and Visakhapatnam Steel Plants 
are still awaited. As the gestation period for 
integrated steel plants is between 7-8 yellrs, the 
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Committee would urge Government that final 
decision about the product mix etc. of the Ste.;l 
Plant should be taken expeditiously and hi,'!]. 
priority should be givl'n for commissioning of 
the Steel plants within the shortest period. The 
Committee apprehend that any undue delay in 
final decision about the product-mix and com-
missioni.ng of the steel pl,ants would nd only 
deprive the country's economy of reaping the 
benefits of additional steel capac; ty, but will alse 
result in higher cost for settinr, up the steel 
plants. 

The Committee would also urge the Govern-
ment that while deciding the capacity and pri.'-
duct mix of the steel plants. adcluate provisi'm 
should be made for increasing the capacity and 
varying the product-mix of thE' steel plant t.u 
me~t the anticipated increase in the dema,(}d for 
steel in the coming years. 

The Committee are convinced that in ,a basic 
industry like steel. Government's pol,icy !lhould 
deliberately aim at a surplus rath~r than achiev-
ing mere selfsufficiency. The Committee need 
hardly point out that besides pro\'iding a cushion 
against Wlexpected shortfaIL~. surplus steel 
woud afford the greatest encouragement to the 
development of engineering and .'ther allied i'1-
dustries which require steel in large quantities 
and on assured basis. The Committee Wlhlld. in 
this cOll1Ilection, like to cite the example of seve-
ral leading countries like the U q.S.R., U.S.A. 
and Japan where steel production has increased 
sevel1a1 fold during the last t'wo de{'ades. tl'ous 
providing a strong base for de\'cLpment of in-
dustry to meet the home demand as well as ex-
ploit the export opportunities . 

The Co,mmittee would like to point out that 
U.S.S.R., U.S.A. and Japan have been able to 
increase their productloiJ. in steel several fold 
and they are able to add several millions of 
additional capacity in steel manufacture practi-
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cally every year. The Committee therefore, see-
no reason why the gestation period either for 
installatiQIl of new steel plants or for expansion 
of the existing steel plants should be spread 
over five to seven years. The Committee would 
like Government to compress this period so that 
the production from the new steel plants or 
expanded steel plants materialises at the earliest. 

The Committee note that since the announcement 
of new licensing policy in February, 1970, 
Government hav2 issued letters of intent to four 
State Industrial Development Corporations with 
total capacity of 2,80,000 tonnes and eleven units 
in the private sector with total capacity of 
5,10,000 t0nnes fs1' p:wluction of billets based on 
continuous casting process and further licensing 
of continuous casting units is pending decision by 
Government <>:n the finding, of the Report of the 
Departmental Working Group on the avail-
ability of scrap within the country. The Com-
mitteealso note that so far only one sponge iron 
unit has been given letter of intent and further 
licensing of such units is pending success of the 
unit. 

The Committee feel that in the context of 
shOJ;tages experienced in steel production and in 
view of the low gestation period with compara-
tively smaller capital reqUirement the scrap 
based electric furnaces-cum-continuous casting 
plants have obvious advantages as they would 
make for decentralised production and distribu-
tion besides putting scrap to productive use. 

The Committee would like Government to' 
continuously review the position and take time-
ly decisiQllS so that we may increase our total 
indigenous production in the shortest pQ§sible-
time to meet the present requirement and save-
precious foreign exchange which is being spent 
on imports. The Committee have no doubt that 
Government would bring the production of elec-
tric furnace-cum-continuous ..casting plants under-
the purview of the Joint Plant Commi~ee tor-
make for a most rational allocation. 
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The Committee have gathered the imprel'siun 
that because of the constraint on available sup-
plies, indentors, particularly those in the public 
sector and in small-scale industries are apt to 
inflate their demands so as to secure larger quota 
even after scaling down which may take place in 
the Joint Plant Cwnmittee discussions or in the 
allocations by the Steel Priority Committee. It 
has been admitted by the official representatives 
of Government that there is at present no fool-
proof check if the inflation is of the order of 
20-25 per cent. The Committee consider that 
the Iron and Steel Controller should be able tu 
exercise stricter scrutiny of the indents so as 
to take out any elements of inflation. The Com-
mittee need hardly point out that when a party 
is found to have indulged in grossly inflating 
its indent, deterrent action should be taken so 
as to act as an example to others. 

The Committee note that there are no definite 
guidelines for fixing priorities for allotment of 
steel to various indentors except that the priori-
ties are allotted on merits of each case determin-
ed at the discretion of the Steel Priority Com-
mittee. As there is a nacll.te shortage of stee1, 
discretion has of necessity to be exercised. How-
ever, well ~tentioned, the dispensing body 
might be, the public are entitled to have definite 
indications as to how and on what basis a 
demand is preferred to another. In this con-
nection the committee would like to draw Htten-
tion to the legal maxim that it is not enough to 
do justice but it must also appear that justice 
has been done. The Committee, therefore. sug-
gest that Government should evolve guidelines for 
fixing priorities in the light of experience gather-
ed so far . 

The Committee note that the Steel Priority 
Committee have been makin~ continuous efforts 
in recent months to ensure that at least indentors 
who are allotted category 'A' are able to receive 
steel within the quarter. Even so, the official 
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representatives had to admit before the Com-
mittee that in the case of Durgapur Steel PJant,< 
the compliance has varied between 55 per cent 
and 84 per cent. The Committee, consider that 
as Category 'A' allottees are obviously in need 
of timely supplies of steel, the objective is 
defeated if the supplies do not materialise in 
full and in time. It is also on record that once 
an indentor fails to get his quota' either in full 
or in part in a particular quarter, his earliest 
chance to get it would oCCUr after an interval 
of 3 to 6 months. It is, therefore, no wonder 
that manufacturers who need steel as raw 
material have to resort to open market in order 
to sustain their production programm~s and it 
may well be that they may be disposing of the 
steel which they get long afterwards in the open 
market. It is this compulsion Qf circumsbmce 
which has given rise to a widespread open market. 
The Committee woulci like Government to 
analyse the reasons which have given rise to 
this malpractice and devise measures by which 
manufacturers and others engaged in priority 
works get their quota of steel.in full and in time. 

The Committee note that the Steel Plants 
take about 45 days to issue work orders after 
the indents are received from the Joint Plant 
Committee. The Committee are of the view 
that the period of 45 days ror issuing of work 
orders is excessive, especially during the periods 
of scarcity. The Committee stress that all-out 
efforts should be made to reliuce the time of 45 
days taken at present for issue of work orders 
by the Steel Plants to minimum. 

The Committee are of the view that the posi-
tion regarding the booking of orders on each of , 
the steel plants should be publicised widely so 
that the indentors know the precise position 
before placing the order. This would obviate 
complaints later from the indentors that they 
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had booked the order without realising the 
extent of booking that had already taken place 
in the steel plants. 

The Committee have expressed elsewhere 
their concern about placing of inflated indents 
by indentors with the Joint Plant Committee. 
The Committee consider this tendency to be 
reprehensible in any indentor but more so if he 
belongs to a Government organisation or public 
sector. The Committee would like the Iron and 
Steel Controller to exercise great vigilance in 
the scrutiny of these indents with a view to 
effectively check this tendency to inflate the 
requirement to secure a larger quota. The Com-
mittee would also like Government to impress 
on all Government Departments, public sector 
and others, who have been given the authority 
to sponSOr priority allocation that a great res-
ponsibility lies on them to carefully vet the 
demand in order to reduce it to the minimum 
necessary. The Committee need hardly point out 
that if everyone, particularly the Government 
sponsoring authorities, exercised due care and 
vigilance in sponsoring indents, it would before 
long reduce the demand to realistic levels and 
make for more rational and equitable allocations. 

The Committee note that at present the 
stockyard remuneration ranges from Rs. 60 to 
Rs. 380 per tonne on various items of steel sold 
through stock-yards. The Committee note that 
the remuneration has been deliberately kept high 
so as to compensate the steel ,plants for the rising 
costs whiCh they have been eX'periencing and 
bringing to the notice of the Government from 
time to time. The Committee, however, consider 
that if it is the intention to compensate the steel 
plants fotl" this increase in costs, then it may be 
so dona as not to pass on he entire burden to the 
small .cale industries whose requirements are 
largely met from the stock-yards. The Com-
mit(ee would, therefore, recommend that Gov-
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ernment should review carefullv the margin of 
remuneration allowed for sales from stock-yards 
so as to reduce it to the minimum in respect 
of categories of steel which are used mostly by 
the small scale industries· 

The Committee note that steps are being 
taken for providing addit!onal storage space to 
stockyards. The Committee would like Govern-
ment to ensure that tr..e Regional Iron and Steel 
Controllers while carrying inspections of the 
stockyards, also furnish reports that adequate and 
proper storage facilities exist in the stockyards. 
The Committee would like to be apprised in due 
course of the steps taken in this regard. 

The Committee note that the steel rerolling 
industry has now been brought under the control 
of the Billet R.e-rollers' Committee, The Com-
mittee 'also note that the products of re-rolling 
industry viz., rods and bars, etc., meet to an 
appreciable extent the national requirement. It 
has been brought to the notice of the Committee 
that 52 per cent to 60 per cent of capacity of 
steel re-rolling industry is lying idle for want of 
adequate supplies of billets. The Committee note 
that Government are examining the feasibility of 
importing larger quantities of billets to meet the 
internal demand. The Committee recommend 
that Government should carefully review the 
position and so allocate .the billets that the con-
sumers' requirements are met on a decentralised 
basis to the maximum extent feasible. 

The Committee recogni-se that the small sclle 
industries occupy an important develorment81 
role in national economy and it is Government's 
policy to extend the necessary assistance to them. 
While the Committee are in full agreement' with 
this objective and consider that small scale indu.s-
tries should be extended every help, they feel 
that a duty is also cast on Government to see 
that the benefit goes only to those units which are 
--_ .. _._---_._---- -----



195 

.--------
1 2 3 
--------_._-------_ .. 

36 4.72 

actively engaged in production. During the 
course of tour by Study Groups of t~e Committee, 
as well as in informal discussions, an impression 
was given that the requirements of small scale 
industries for scarce raw materials particularly 
for steel are apt to be inflated. It was represent~ 
ed that some units in fact exist only for the 
'Purpose of getting benefits of scarce raw materials 
without engaging themselves in production. The 
Committee note that a'3 far as the Iron and Steel 
Controller is concerned, the indents are required 
to be sponsored either through the Director of 
Industries or through the Small Scale Industries 
Corporation. The Committee would like Gov~ 
ermnent to take effective measures in consulta~ 
tion with the Development Commissioner for 
Small Scale Industries a~d the Sta~e Authorities 
to ensure that the requirements for steel are 
sponsored after careful scrutiny and checking 
and that there is a follOiw-up to see that the 
scarce raw material are in fact put to productive 
use. The Committee would also like Govern-
ment to publish factual information about allo-
cation of steel and other scarce raw materials to 
the small scale industries and their production 
efforts so as to dispel suspicion that it is not being 
put to productive use. 

The Committee take note of the difficulties 
and apprehensions of the small scale sector in 
regard to the new procedure for distribution of 
steel materials to it through the State Small In-
dustries Corporations. In view of the difficulties 
stated in paragraph 4.71, the Committee are of 
opinion that if tIre cost of steel material is higher 
or the procedure is more cumbersome, the small 
scale industries especially those in comon pro-
duction with large units are bound to be at a 
competitive disadvantage. 

The Committee would urge Government to 
take note of the difficulties and ensure that the 
new procedure of distribution of steel to smaJI 
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scale sector does not result in excessive burden 
or hardship. 

37 4.75 The Committee note that in the case of scrap. 
re-rollers, a principal raw material was "used 
rails" which unfortunately remained frozen 
under a court injunction for over two years. How-
ever, the Committee have been given to under-
stand that this case has now been decided and 
about 2 lakh tonnes of used rails will now be' 
available for distribution. This will substantially 
augment raw material availability in near future. 

The Committee note. that hitherto the Rail-
way have been disposing of their used steel 
materials like rails etc. by public auction and it 
has been fetching them high prices. The Com-
mittee consider that as there is acute shortage of 
steel in the country at present and as the Rai1~ 
ways had obtained steel originally on priority 
basis from Government allocations, it would be 
more equitable if used steel materials like rails 
etc. were placed at the disposal of the Joint Plant 
Committee, who could allocate it in best public 
interest. The Committee would also recommend 
that other GovernmentiDepartmentsiOrganisa-
tionsipublic undertakings who have large quan~ 
tities of used steel materials or scrap should be 
Similarly brought within the purview of the Joint 
Plant Committee so that the used steel material, 
scrap etc. could be allocated in the best public 
interest. The Committee would further suggest 
that organised S'ector which has lot of used steel 
materials and scrap to dispose of should be simi~ 
larly brought under the purview of the Joint 
Plant Committee. 

38 4.81 The Committee note that at 'Present 3-5 per 
cent of the total production of the steel plants· 
jig avail SIble to the trade and that the volume of 
backlog in respect of trade is 8.3 million tonnes. 
The Committee also note that with a view to 
clear the outstanding order~ of steel from traders,. 
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it has been decided to allow conversion of the-
old orders into new orders carrying 'two-year 
cancellation clause' at the rate of 25 per cent of 
the quantity surrendered for conversion. 

The Committee hope that the Government 
have by now carried out the review of the 
scheme for distribution of steel materials to house 
builders in Delhi. The Committee would like to 
be apprised of the decision taken in the matter 
and whether the Delhi Scheme is found to be 
satisfactory and whether it is being extended to 
other cities with or without modifications. 

The Committee are concerned to note that in 
1970-71, 12.6 per cent of the total production of 
Indian Iron and Steel Company was classified as 
'defectives' and 10.2 per cent of the total finished 
steel production of. Durgapur Steel Plant was 
classified as 'scrap'. The Committee are of the 
view that this percentage is rather on the high 
side especially in the context of acute shgrtages 
of steel being felt all over the country. As the 
higher percentage of 'scrap' and 'defectives etc. 
ultimately result in higher cost of production in 
the steel plant, the COlnmi,ttee would urge Gov-
ernment to impress upon the steel plants tQ make 
concerted efforts to reduce this percentage to the 
minimum possible. 

The Committee recommend that Government 
may get the matter examined by a high-powered 
Independent technical committee to find out the 
precise reasons for such high percentage produc-
tion in various steel plants being classified as 
'defectives', 'cuttings' and 'scrap' and suggest re-
medical measures for improving the perform-
ance. The Committee would like to be informed 
of the acti~ taken by Government within three-
months. 
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The Committee are surprised to note that due 
to stockyard's remuneration and overhMd charges 
c:'tC'. defectives and scrap materials sold through 
iJ!oducer's stockyards are available to the small 
scale sector on a higher price than the price of the 
prime materials made available to the large scale 
sector from the steel plants. The Committee 
consider it anomalous that the l?rices of the def-
ective and scrap materials should rule higher 
than the prices of the raw materials in the coun-
try. 

The Committee are of the view tha the small 
scale sector should not be placed at a disadvanta-
geous position as compared to the organised 
:;ector and recommend that Government should 
critically examine the remuneration and over-
hE'l'\d charges of the stockyards which are being 
recovered on defectives and scrap materials sold 
to small scale industries '30 as to reduce the bur-
den on the Small Scale Sector. 

The Committee note that at present interest 
is not paid on the earnest money deposited by 
the indentors. Under the new indenting pro-
cE'dure the sale orders are valid only for two 
years and these sale orders are issued after the 
indents supported by certain dQCumentsicertifi-
cates are scrutinisen by the Joint Plant Com-
mittee about the genuineness of the demand. A~ 
there is no assurance of definite delivery period 
by the Steel Plants, the Committee are of the 
opinion that there is need for examining the 
justification for keeping a substantial amount 
without paying interest on the same. 

The Committee would aho like the Govern-
ment to consider that the indents which 'are made 
on behalf of their agencies and indents of the ex-
port oriented industries may also be exempted 
from the deposit of earnest. money. 

----------------------------------~' ~ . 
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The Committ~e note that Regional Offices of 
Iron and Steel Controller have been set up tc 
check misutilisation and leakages of steel. Each 
Zone covers an area of five to eight States. They 
further note that misuse of steel has been declared 
as a penal offence under the E~sential Commodi-
tie-s Act. As the success of policy depends upon 
its effective implementation, the Committee urge 
that the Regional Offices should effectively check 
malpractices and misutilisation of steel by allot-
tc:.es. 

The Committee note that at present it is not 
obligatory on t~ Directors of Industries!Small 
Scale Industries Corporations, stockyards etc. to 
furnish infQrmation about the steel distributed 
through them to the Regional Iron and Steel Con-
troller. In order that the Regional Steel Con-
trollers could discharge their responsibilities effec~ 
tively, the Committee are of the view that there 
is a need to make it obligatory on the steel dis-
tributing institutions and stockyards etc. to fur-
nish such information regularly to the Regional 
Steel Coptrollers. 

The Committee WQuid like Government to 
take effective measures to see that steel is put to 
proper use by the allottees and not surreptitiously 
sold in the market thereby vitiating he amos-
phere. 

--_._-_.----_.-
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Analyns 0/ RfCommendations/Conclusions contained in the Report. 

I. CLASSIFICATION OF RECOMMENDATIONS 

A. Recommelldatl'onsfor improving the organi.atiotl and wOTRing. 

2.3,8,10,11,12, 15,16,17,18, 19,20,21,25,26,27,28,29,31.34.35,36.31,41, 
4S, 46, 47. 

B. RIC,mtmndations for effICting economy. 

9, 14, ",0. 

<:. MisceliallfoUJ Recommendations : 

1,4,5,6,7,13,22,23.24.30,32,33, 38• 39,42,43,44. 

II. ANALYSIS OF THE RECOMMBNDATIONS DIRECTED TOWARDS 
ECOjllOMY 

$1. S. No. 
No. as per 

summary 
of 

recomm-
endations 
Appendix 

IV. 

Particulars 

--'. -----------------------------
I 2 

I 9 

2 14 

3 

3 

Need for maintainina predse statistics about foreign exchange expended 
an actual imports oCsteeHn order to arrive at a correct judgment on the 
level of imports necessary to brridge the gap between demand and 
supply of steel. 

Government to examine whether steel imports cannot be entrusted to a 
single canalising agency which has the best expertise and distributive 
arrangements to serve the country. 

Need to reduce the percentage of'defectives" 'CUttinI8, and 'scrap, in the 
steel plants. as the higher yercentage ultimately results in higher cost 
of prOduction in the stee plant, 
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JI. Name of Agent 
No. 

DELHI 

24. Jain Book Agency Con· 
naught Place,-New Delhi. 

25. Sat Narain &: SOM, 3141, 
Mohd. Ali Bazar, Mori 
Gate, Delhi 

26. Atma Ram &: Sons, Kash-
men Gate, Delhi-6. 

27. J. M. Jaina &: Brothers, 
Morl Gate, Delhi. 

28. The Central Ncws Agency, 
23/90 Connaught Place, 
New Delhi. 

29. The English Book Store, 
7-L, Connaught Circus, 
New Delhi. 

30. Lakshmi Book Store, 42, 
Municipal Market, Janpath. 
New Deihl. 

3]. Bahree Brothcrs, 188. Laj· 
patrai Market, Delhl-6. 

32. Jayana Book Depot, Chap-
parwala Kuan, Karol Bagh, 
New.Delhi. 

Alency 81. Name of Agent 
NO. No. 

11 

3 

9 

11 

20 

23 

27 

66 

33. Ox.ford Book &: St.upnery 
Company, Scindia Housc, 
Connaught Place, New 
Delhi-I. 

34. People's Plfblishing House. 
Rani Jhansi Road, New 
Delhi. 

35. The United Book Agency, 
48, Amrit Kaur Market, 
Pahar Ganj, New Delhi. 

36.lHlnd Book House, 82, Jan-
path, New Delhi. 

37 •. Bookwell, 4, Sant Naran· 
. karl Colony, Kingsway 

Camp. Delhi-9. 

MANIPUR 

38. Shri N. Chaoba Singh, Ncws 
Agent, RamJaI Paul High 

.. School Annexe, Impha] 

AGENTS IN FOREIGN 
COUNTRIES 

39. Tbe Secretary, Establish-
ment Department, The 
High Commission of In dill. 
IDdia Hous~ Aldwych, 
WNDON W.I..:.-2. 

AgeDCY 
No. 

76 

88 

9' 

96] 

,.77 

59 
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