
(~. P. U. No. 242 

f.: 0 ~I MIT TEE 0 N IJ U B LIe 
UNIJER'rAKINGS 

(1973-74) 

(FIFTH LO;~ SABHA) 

FORTY -FIRST REPORT 

Action Taken by Government on the recommendations 
contained in the First Report of the Committee 

on Public Undertakings (Fifth Lok Sabha) 

HINDUSTAN STEEL LTD. 

(Ministry of Steel and Mines) 

I .......... 

" LOK SABRA SECRETARIAT 
NEW DELHI 

November, 19: ,jAgrahayana IS95 (S) 
[lr;c,: RI. 3'00 



;1' 

~ORTY-FIRST REPORT Oji"' C.P, u. 
~r 

\ ., . 
'~Line For 

. 
"itro- Para 5,line 5 45.22 
Jet10n line 7 42.25 

70.2 

n " lin.s e 11nil rep 11 es 
if' " line 9 12.33 

5.41 

R~11es 
24 .. ~ -

f" II l1ne 10 rec 01 ved ace'emted 
extl3nsion 
even I. 

1 

bl 

c- ... 
) 

17 extent1~n 
5 from botto~ ever 
2 from bottom delete 'WQ' 
statement, Col. 2 agr?inst Banzo 1 %~ . 
under RourkElla Steel l-lant .rulli 0.8 i(expanrlon) 
23 for to,;,; .. 
34 conf1ros cotir~rms 
Foot-note ~ • I~ot vetted by<'5i:udit 
3 bone gor~ 
Statawent National No~onal 
Col.4,11oe 2 ~ 
3 sticks stocks , 
10 from bot tom and ar.'I: 
3 querry qu~~ry 
12 from bottom produc1!d:Ml pr*luction 
9 from bottom 22.26 23:26 
Foot-note .a.1.l;LeNot, v·atted by Audit 
31 STaff Staff 
3a delete the war ds 'Para No.6' 
Foot-nota a ',:.u-Ht' after 'by' 
Statecent Quarries Quarries 
Foot-note 

10 
32 
37 

2:7 
18 

"~I 

4 
), .. " 

fo r the e:{isting foot-note 
read .~ccording to ,.unit the 
renly was not susceptible of 
verification in ~udit 
Li:nt t rJd. Limit ed 
"lersanal personnel 
reply reply* 
add. as foot-note1lllnot 
VGtted by uudit' 
duffeged suff0rerJ 
in to 
Gf)leto existinf fo·at-note 
'. 4 " 

~x1st1n~ J,..:,.t~,B " 
Re. .. 

W. - st.ry ot S.& M. 
~. iJ. of .8teel~ Q:M'.No. 
Ifl:J.tnB(J.6I.71.-.l>a.:r J..-at...28.6 •70 



50 
51 

5l 
57 

58 

59 
59 

80 

6l 
62 
62 
66 
66 
66 

30 
20 

4 from 
bottom 

23 
3 from 
bottom 
In the 
Table 
10 

1 
23 
17 
22 

2, ~'" 
li'er ' ," 

beln being 
>t1 per tonne of Ils'.1176 pe;o 
of· of ' ,tohne 'Of ", . 
~.1176·· _ .. ,~. 
,delete existing Foo t-no'te 
fixed. noted 

~ as foot-note "Not 
vetted bY~',ldl t, 
twice Linking twice linking 
RE~~LY . REPLY OF" 

GOVERNMENT 
After 81.1;0.2 add 'A' 
Aft 'ex' Sl.No.5 add ~;~I, 
now no 
cases 'case 
in to 
taking 'making 
reply " ren.lY. 
~d« as· foot-note 
Not. vetted by Audit' 

74 Ta bl e 0...83 (). ;38 
I in e 7 pe.1o'w""" 
196'9-/7'0 

74 12 from 
_~ttom 

.4'4 

76 
80 

81 
8a 

5 
27 

II 
2-3 

effectinr affecting"'~ '; 
f 

.M..Q. as foot-note .. 
l)'N'Ot vetted by .~udi t I ' 

CQllipreSSors 8oDpress~rsh 
add after 1972 'c!'nd letter No-. 
HKL-5 (4)172 'iat':.d 9.11.1m 
confirr.ls confOrt:lS 
per-eant:lg8 per-centage.'· 



Pnge 
Composition of the Committee . . (i) 
Composition of Study Group on Action Taken Reports 

and General Matters (i) 
Introduction (ii) 
Chapter Report 
Chapter II Recommendations that have been 

accepted by Government 
Chapter III Recommendations which the Committee 

do not desire to'pursue in view of 

I 

18 

Government I s reply . . . .. 5S 
Chapter IV Recommendations in respect of which 

replies of Government have not 
been accepted by the Commjttee S9 

Appendices 
A note explaining the position regardin~ 

higher percentage of fines in Rajhara 
Iron Ore ~Iines • • . . . . . . . . " 83 

II Statement showing the recommendations of 
the Technical Committee appointed to 
review the performance of lIindustan 
Steel Mines and action taken thereon 
by Hindustan Steel Ltd. • • • . • 85 

III Action taken on the reco .. endations of 
the Kane Committee • . . • . • . • .• 17 

IV Analysis of action taken by Government on 
the recommendations contained in the 
First Report of the Committec'on Public 
Undertakings (5th Lok Sabha) . • 92 



COtIMITIES- ON PUBLIC UNDERTAKINGS 
(1973-74) 

CHAIRMAN 

Shrirnati Subhadra Joshi 

MEHBERS 

2. Sllri Oinen Bhattacharya 
3. Shri T.H. Gavit 
4. Shri K. Gopa1 
5. Shri J. Matha Gowder 
6. Dr. Hahipatray :Iehta 
7. Dr. Sankta Prasdd 
8. Shri Nawa1 Kfshore Sharma 
9. Shri r..amavatar Shastri 

10. Shri R.P. Yadav 
11. 5hri rI. 5. Abdul Khader 
12. Shri La1 K. Advani 
13. Shri II.N. Hahida 
14. Shrimat i Purabi l·lukhopadhyay 
15. Shri Suraj Prasad 

SECRETARIAT 

Shri ~!.A. Soundararajan 
Shri ~!.N. Kaul 

Deputy SeeNtaroy 
Under SeeN tarv 

CO!-1mTTEE ON PUBLIC lINDERTAKIHGS 
CGIPOSITION OF TIlE sruOY GROUP ON ACTION 

TAKEN REPOP.TS A."lD GF.~ERAL MATTERS 

Smt. Subhadra Joshi - Chairman 
2. Shri Nawal Kishore Sharma - Alternate Co .. vener 
3. Smt. Purabi Makhopadhyay 
4. Dr. llahipatray ~!ehta 
S. Shri Lal K. Advani 
6. ShriU.N. ~lahida 



INTRODUCTION 

I, the Chairman, Committee on Public Undertakings 
having been authorised by the Committee to submit the 
Report on their behalf, present this Forty-first Report 
on Action Taken by Government on the recommendations 
contained in the First Report of the Committee on Pub-
lic Undertakings (Fifth Lok Sabha) on Hindustan Steel 
Ltd. 

2. The First Report of the Committee on ~ublic 
Undertakings (Sth Lo~ Sabha) on Hindustan Steel Limited 
was presented to Lok Sabha on the 30th Hovember, 1972. 
TIle replies of r.overnment to all the 37 recommendations 
contained in the Report were received in batches and 
the last batch was received on the 4th December, 1972. 
Farther information sought in respect of certain points 
arising out of t·he replies furnished by Government were 
received by the 10th September, 1973. 

3. The replies of Government to the recownenda-
tions contained in the aforesaid Report were considered 
by the Committee on Public Undertakings on the 26th 
July. 1973 and the Chairman was authorised to finalise 
the Report on the basis of the decisions of the Commit-
tee. The Committee considered the COllllDcnts arising out 
of factuatverification of the P.eport at their sitting 
held on 20th November 1973 and adopted the Report after 
certain amendments. 

4. The Report has been divided into the following 
Chapters:-

(i) Report. 
(ii) Recomm~ndations that have been accepted hy Govt. 

(iii) Recommendations which the Committee do not desire 
tQ pursue in view of Government's replies. 

(iv) Recommendations in respect of which replies of 
Govt. have ·not been accepted by the Committee. 

S. An analysis of the Action Taken by Government 
on the recommendations contained in the First Report of 
the Committee is given in Appendix IV. It would be 
observed therefrom that out of the total number of 
recommendations made in the Report 4S.22 per cent have 
heen accepted by Government. The Committee do not 
desire to pursue 42.25 per cent of the recommendations 
in view of Government's replies. Final replies of 
Government in respect of 12.33 per cent recommendations 
have not been received by the Committee. 

IIEW DHIII; 

November 2J. 197J 
Agrahayana 2. 1895(8) 

SUBIIADRA JOSIII. 

Chairman, 
Ccxrrmittee on Publ.ia Undertaking8. 



CHAPTER I 
REPORT 

A - A~~t with Consultants fo.r Allo~ St •• ls Ptaftt 
R.00fml6Mation (SBl"'ial No. l) 

In para 2.14 of their First Report on H.S.L. the 
Committee on Public Undertaking nad observed as follows:-

"The Committee regret to note that in the agreement 
entered into with the Consultant for Alloy Steels 
Plant (M/s. Dasturco) in December, 1959. the pay-
ment of fee was linked to a certain period of time 
instead of providing fee for completion of speci-
fied works within stipulated period with suitable 
penalty clauses for non-aompletion of work within 
the time limit. In spite of ~he experience of the-
'original agreement the same defective provision 
was allowed to continue in the agreement for ex-
tent ion of consultancy services in 1965 due to 
non-completion of the work within the original 
schedule. As mentioned in paragraph 2.8 the Com-
mittee on Public Undertakings (Third Lok Sabha) 
recommended in April, 1966 that Government should 
ensure that they did not in future enter into con-
sultancy agreements on these terms. The Committee 
are distressed to note that although the Govern-
ment accepted this recommendation in January, 1967, 
the agreement with the consultants was extended 
twice linking the additional fees with a period of 
time instead of completion' of the remaining work. 
The Committee desire that this matter should be 
looked into by Government with a view to fixing 
the responsibility for enterin~ into defective 
agreements lnthe course of extending the services 
of the consultants, ignorIng their own experience 
of the original agreement and the recommepdation 
of the COBani ttee on Public Undertakings." 

2. In their reply the Ministry have stated int.~ 
alia that while negotiating the terms of the secona 
extension, efforts were made by H.S.L. to del ink the 
payment of fees from period of time. However, the Con-
sultants did not agree to this and they insisted that 
~he terms of payment of fees should be on the same lines 
as under the first extensiop. In the circumstances and 
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as induction of new consultant at that stage for com-
pleting the residuary services was just not practicable, 
H.S.L. had no other alternative but to grant the second 
and third extensions to Dasturco linking the fees to. a 
certain specified period as in the case of their ori-
ginal agreement and the first extension. 

Despite the extensions being of minor ~ature and 
me&lt to cover residuary work efforts were made to de-
link payment from period of time keeping in view the 
recommendation of the Committee but this did not prove 
practicable. According to the Ministry in the circum-
stances, a further examination with a view to fixing 
responsibility would not appear to be necessary. 

3. The Committee are,not satisfied with the reply 
furnished by the Ministry. In their opinion the Min­
istrylHSL should have made more serious efforts to pur-
suade the Consultants (Mis. DastW'co) to agreQ to the 
linking of the fees with the completion of the Sp8ai­
fied works. ThB Corrmittse urge that the Gove'lonm8nt 
shouLd BnSW'S that BUch LapS8S riD not recur and payment 
of fees in such agl'Qements is necessarily Zink8d with 
the completion of specified WOl'ks within a specified 
period.and suitable p8r~Lty clausss are included in 
the agreBments for non-completion of works within the 
specified time limit. 

B - Rated Capacity vis-a-vis actual pl'Oduction 
Recommendation (S.No.3) 

4. In para 3.8 of their report the Committee on 
Public Undertakings observed as follows:-

"The CO\lllllittee regret to note that the'production 
(in steel plants) was not only substantially lower 
than the rated capacity but even lower-than the 
attainable capacity which according to the manage- -
ment had been arrived at after taking into consider-
ation the normal gestation period and other con-
straints like imbalance) arising out of lack of 
matching facilities with the chain of production. 

The lower production of steel as compared to 
capacity means higher cost of production and finan-
cial loss to H.S.L. and produces a heavy impact on 
the whole economy. There has been considerable 
scarcity of steel in the market resulting in high 
open market prices. The import of steel to meet 
the demand also results in loss of valuable foreign 
exchange. Had the three steel plants worked to 
their rated capacity, an additional 18.99 lakh 
tonnes of ingot steel would have been available to 
the country. It is, therefore, imperative that 
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urgent and effective steps are taken to improve 
production performance of the steel plants." 

S. In their reply, the Government stated as follows:-

"Government, as well as the management of HSL are 
equally·conscious of the urgent need to step up pro-
4uction from the steel plants and to reach capacity 
level production as rapidly as possible within the 
limitations imposed by the special problems faced 
by the plants such as trouble in the coke ovens, 
the unfortunate roof collapse at Rourkela and a dis-
turbed industrial relations situation at Durgapur, 
the mangement of the Company is making all possible 
efforts in this direction. These include specialised 
repairs to coke ovens, use ,of alternative fuels 
to supplement gas availability, oil. firing in cer-
tain furnaces to augJT.ent fuel resources, improved 
maintenance aimed at the better equipment avail-
ability, speeding up of capital programmes tequir-
ed to correct existing imbalances in production 
facilities and planned procurement of spares, re-
fractories and other essential materials. In the 
area of industrial relations, efforts continue to 
be ~de to ensure that industrial disputes are 
settled by negotiations and the cooperation and 
participation of workers in the production efforts 
is not hampered. With the cooperation and assist-
ance of the State Government, an agreement has been 
recently signed between the Unions and the manage-
ments of the Durgapur Steel Plant and the Alloy 
Steels Plant for the establishment of Joint bodies 
in the Plant and a State-level Consultative Council 
for the speedy ·seTtlement of industrial disvutes. 
Hindustan Steel Limited has also evolved new pro-
duction incentive schemes designed to motivate 
labour productivity, discourage absenteeism and 
reduce overtime payments. 

The Government also keep constant watch on and 
review the perfomance of the Wlits and the company 
tnrough periodical Task Force meetings and render 
all the assistances tnat is required." 

6, From the further inforlll&tion received from the 
Ministry and the annual report of the Ministry fur 
19'/2-73 the COlllJllittee, however. find that the ..,roduction 
of steel ingots in all the tjlree steel t'lants was still 
considerauly lower than the rated capacity. Further in 
the case of Durgapur Steel Plant, the percentage of 
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rated capacity achieved during the last three years 
was even lower than that in 1969-70 as indicated below:-

Shilai Steel Plant 
Durgapur Steel Plant 
Rourkela Steel Plant 

Average 

1969-~ 1970-71 1971-72 1972-73 

(percentage of rated capacity 
achieved) 

74 
51 
61 

64 

78 
40 
58 

78 
44 
46 

59 

84 
45 
65 

68 

7. The Hinistry have added in the further reply 
that "by the very nature of the operations inVOlved in 
an integrated steel plant, the full impact of the 
various measures taken to improve production would be 
felt gradually and over a period of time. Some improve-
ment is already noticeable in the case of Bhilai and 
Rourkela steel plants where the ingot steel production 
during the period April-December, 1972, represent~d 
81. 3\ and 63.0\ of installed capacity respectively." 

8. The Committee find from the Annual Report of 
the Ministry of Steel & Mines (Department of Steel) 
for the year 1972-73 that the Action Committee of the 
Planning Commission under the Chairmanship of Shri M.S. 
Pathak, examined the working of Bhilai Steel Plant and 
has recommended that with the setting up of certain 
additional manufacturing facilities as well as the use 
of improved refractories, the rated capacity of 2.5 
million tonnes can be achieved by th~ end of 1975. 
Similarly." in the case of Rourkela Steel Plant, the 
Action Committee of the Planning Commission has recom-
mended the removal of serious imbalances in the plant 
in order to reach full rated capacity. On the imple-
mentation of the recommendations it should be possible 
for the plant to achieve its rated capacity in 1974-75. 

9, As regards Durgapur Steel Plant, ~t has been 
stated that production in l)urgapur has been affected by 
a number of reasons of which unsatisfactory industrial 
relations are the most important. This plant has "also 
been affected by power shortaee. The recommendations 
of the A.ction Committee on Durgapur Steel Plant have 
not yet been finalised. 
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10. The Committee regret to note that the overall 
production of steel ingots in 1972-71 in the three 
steel Plants of HSL was stU l only 681 of the l'ated 
capacity despite the various meas~es stated to have 
been taken by the Management to improve p~ction. 
They are concerned to note that in Durgap~ Steel 
Plant the percentage of roated capacity aohieved had 
gone dOWn and was only 45" in 1072-73 as compared to 
511 in 1969-70. The'Committe, therefore~. that 
effective steps shoul.d be tak.fm to improve production 
performance especiaZ'ly in Durgapur Steel. Plant. The 
Committee need hardly stpess that there is impel'ative 
need to step up production ,and to achieve soon the 
rated capacity in an the three eteel plants. 

Supply of reft'actories - RecClmlendation (Sei4l No.4) 

11. In paras 3.40 and 3.41 of their First Report, 
the Committee on Public Undertakings had observed as 
follows: -

'7he Committee view with concern the shortage of 
refractories required by the Steel Plants which 
according to Hindustan Steel Limited was a serious 
impediment to raising production. In spite of 
long established refractory industry in India HSL 
had to import substantial tIuantities of refractor-
ies at considerable cost. The orders for imports 
during 1970-71 were likely to be of the order of 
Rs. l~ crores. The Committee, however, feel that 
with proper planning and foresight it should have 
been possible to place orQers for the import of 
refractories well in time to avoid shortfall in 
production due to the shortage of refractories. 

The Committee have also been informed that 
for the production of high quality refractories, 
the Government have decided to set up a refract-
ory plant in the public sector at Shilai with a 
capacity of 1,00,000 tonnes after due considera-
tion of the installed capacity of the refractory 
units in the private sector and the economy of 
this project. It'!s unfortunate that the earlier 
proposal to set up a refractory plant of suffi-
cient capacity to meet the requirements of the 
steel plants, was dropped by Government in Dec-
ember, 1965 after incuTring an eKpenditure of 
Rs. 17.04 lakhs On the preparation of rreliminary 
and detailed Project Report'. 



According to the Ministry, the assessment of 
the situation .ade at that time indicated that 
except for carbon and/or graphite refractories 
there was spfficient capacity in the country to 
meet the .euad for I1tfractories by the Iron and 
Steel Industry during the Fourth Plan period. On 
the other han~, the Co .. ittee were informed by HSL 
that they were firmly convinced that without the 
proposed refractories plant, the steel ,lants 
will run into serious difficulty due to the in-
ability of private sector refractroies industry 
to .eet the grow in, demands of the steel industry 
for the refracto~tes of required quantity. The 
view of HSL has been justified by the present 
serious situation caused by the non-availability 
of refractories of the requisite quality and 
quantity for the steel plants. The Qp~ittee have 
not been informed of the reasons which led the 
Government to a concluslon contrary to their own 
earlier decision and the views of the H.S.L. The 
Committee have been informed that the decision for 
not setting up the ref?actories plant had been 
taken by the Government on the basis of its own 
assessment although the Indian Refractory Makers 
Association-had also represented to the Govern-
ment that the-creation of additional capacity 
would not be justIfied. The Committee, however, 
have the apprehension ~hat the decisi9n of Go-
vernment was largely i.nfluenced by the represen-
tation of Indian Refractory Makers Association 
rather than by their own realistic assessment of 
the respective demand and supply for the refrac-
tories after taking into consideration the views 
of H.S.L. The result has been that there was 
loss of production of steel due to the shortage 
of refractories and avoidable expenditure on im-
port of refractories. The Committee note that the 
Government have taken a decision to set up a Re-
fractory Plant in the Public Sector and are of the 
opinion that there is need for taking realistic 
demand surveys before deciding to se~ up a project 
or otherwise in future so that the projects are 
set up in accordance with the realistic demands." 

12. In their reply the Ministry stated as follows:-

"The decision not to set up a refractory plant 
taken in December, 1965, was based on an assess-
ment made, in consultation with the concerned 
Government agencies, of the existing or approved 
capacity for the manufacture of refractories. 
The conclusion reached was that there was suffi-
cient capacity in the country to meet the demand 
f~~ ~efractories from the iron and steel industry 
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during the Fourth Plan period except for· carbonI 
graphite refractories, the demand for which was 
too small to justify the setting up of a refract-
ories plant at the cost indicated by the USSR Go-
vernment. The decision was based on an assessment 
of the position made by Gov~rnment itself and 
was not "largely influenced by the representation 
of Indian Refractory Makers Association", though 
the Association also did represent to Government 
that the creation of additional capacity would 
not be justified. Unfortunately, however, the 
indigenous refractory makers failed to meet the 
full requirements of the iron and steel industry 
at a later date for a variety of reasons, leading 
to shortage of refractories and their import. 

In January, 1971, Government appointed a Com-
mittee under the Chairmanship of the Senior In-
dustrial Adviser, Department of Steel, to make a 
quantitative estimate of the requirements of dif-
ferent categories of refractories, to assess the 
existing installed capacity and to examine and 
recommend the extent of additional capacity which 
should be set up to meet the operational and main-
tenance requirements of the Steel Plants and to 
ensure that the production of refractories kept 
pace with the steel development programmes. Part I 
of the report of the Committee containing a long-
term assessment of dellland and availability has been 
recei ved. The various recollllllenuations made by the 
Co~ittee are presently under consideration and 
implementation by Government and woulu result in 
increased production and iII.provement in the quali-
ty of refractories from indigenous sources. 

As already kanown to the COlDmittee, Government 
have s!-nctioned tile setting up of refractory plant 
at Bhilai with an annual caracity of 1,00,000 ton-
nes of refractories, of which 60,000 tonnes will 
be fire-bricks, 30,000 tonnes basic bricks and 
10,000 tonnes silica b~icks. Capacity for silica 
bricks is proposed to be doubled to 20,000 tonnes 
as recommended by the Committee referred to in 
the previous paragraph. This would increase the 
overall capacity of the plant to 110,000 tonnes. 
The project is likely to be commissioned in 1975. 

The Government have acquired IVs. Asian Re-
fractories Limited. It will cater to the require-
ments of fire-clay ~ricks of Dokaro Steel Plant. 

In order to ensure proper planning and timely 
availability of s~ores and spares, refractories, 
rolls etc. Hindustan Steel Limited has drawn up 
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-a 3 year Rolling Plan so that the required ftems. 
whether impo'rtedor indigenous. are Oilot only 
planned for arief-secured'in time butare-also avail::' 
able when required. This should considerably 
reduce procedural delay~ in providing foreign ~x­
change. Further, bulking of demands couldnot\ 
only save money in procurement but also help in 
import substitution." 

13. The C~mmittee feel that the action taken by 
Government in January, 1971 could have been taken 
much earlier and a realistic assessment of the demand 
and the existing capacity for refractories should have 
been made to avoid shortfall in production of steel 
due to shortage of refractories of required quality. 

The Committee also regret to note that there has 
beBn delay in setting up the refraotol'Jl plant at 
BhiZai. Although earLier it was e:s:peoted that the 
Detailed ~jeot Report for the proposed projeot 
would be approved by the Govel'711llent by the end of 
2912. the oommittee find that it has not:;even been 
'oonsidered by the Steel Authority of India. where­
after it wiH be sent to Govel'711llent for sanotion. 
It. has been stat8d that it would takB thro88 years 
to oomplete thB projeot after the s~ation of D~P.R. 
by the Govel'711llBnt. It is now e:rpeoted that this 
wiH be b'tI the .nd of 2976 although ol'iginaHy it 
was e:s:peoted to b8 oommissioned in 2975. The 
committ~e would urge that steps should be taken to 
ensure e:s:pBditiouB sanotion of the D.P.R. and the 
~eaution of th8 ~oject. 

Working of Wheel " Azle Plant - Recomr8ndation (Serial 
No.6) • 

14. Commenting upon the low production in Wheel 
& Axle Plant of Durgapur Steel Plant, the Committee 
on Public Undertakings had observed:-

The Committee are not sati.sfied with the 
reasons advanced for abnormal low production 
in wheel and axle plant, They agree that in 
an integra ted steel pI ant the overall condi-
tions have an important bearing on the perform-
ance of a particular unit. The Committee. how-
ever, fi~d that the production in 1969-70 in the 
wheel and axle plant has only been about IS per 
cent of the rated capacity whereas the produc-
tion of steel ingots was about 60 pCI' cent of 
the rated capacity. The overall low production 
of steel in Durgapur Steel Plant could there-
fore hardly explain the unsatisfactory produc-
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tion performance of the wneel and Axle Plant. 
The low production in this plant not only re-
sulted in loss to HSL but also affected the 
production of rail coaches and wagons. There 
was also drain of foreign exchange on the 
import of wheel sets which became necessary due 
to low production in this plant.' One of the 
reasons for low production as pointed out 
by Audit was that "There was lack of control 
over the production of ingots of required sizes." 
The result was that these ingots did not give the 
required number of wheel blocks and consequently 
there was lower yield and lower output of finished 
wheels. This matter has been analysed in detail 
in the following paragraphs. The Committee recom-
mend that the Ministry should make a detailed en-
quiry into the working of this unit to find out 
the real reasons for abnormal low production and 
remedial measures should be taken to improve pro-
duction performance. 

15. In their reply dated the 1st October, 1972, 
the Ministry stated inter alia that it had been lecided 
that II.S.L. should set up an internal enquiry with the 
help of some technical persons to examine the problem 
once again with'a view to recommend steps that can be 
taken within the constraint of labour trouble to im-
prove production performance. Subsequently in their 
reply, dated 15th March, 1973 the Ministry stated that 
~.S.L: are yet to set up the proposed'internal inquiry. 

16. Asked about the present position in regard to 
the setting up of the internal inquiry the Ministry 
informed on 16th July, 1973 that the Internal Inquiry 
Committee which was set up to investigate various pro-
blems of wheel & Axle Plant had completed its examina-
tion and the report of the Committee was expected 
shortly. 

17. The COfI'I'fIi ttee reg1'flt' to no te that al though 
they had 1'fIoommended as early as November, 19?1 that 
the ~~nistry should make a detailed enquiry into the 
working Of ths Wheel and Axle Plant to find out the 
real reasons for abno1'lllaZ lOlJ production, the enquiry 
oorrmittee had notheerr set up even till March, i973 and 
the Report of the Enquiry Corrmittee in not yet avail­
able. The Co"",ihee aI'e sU1'prised at the inordinate 
delay on the PaI't of tlze !1inistry/HSL first in taking 
decision about the ~pointment of the Enquiry Committee 
and then il'l seeing to it that the enqui,.y is compZiited 
e=~Bditiously. The Committee ,.ecommend that the Repo,.t 
of the Enquiry Corrrnittee te finatised at the earliest 
and laid before PaI'Ziament. 
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~1ANGA.'~ESE ORE MINES 

Reaanmendaticm (SeriaZ No. 16) 

18. In para. 5.58 of their Report, the Committee 
on Public Undertakings observed as follows:-

''The Committee regret to note that as in the case 
of other mines, the working of the r·langanese ore 
mines presented a dismal picture of very low pro-
duction and" abnormally high cost of production. 
The Committee are surprised to find that the'H.S.L. 
accepted for exploitation those areas which are 
not economically mineable. TIle average output 
from the mines during 1965-66 to 1969-70 has been 
about 1.5 per cent (approx.) of the total quantity 
required by the Plant and the cost of raising has 
also ranged between 10 times to about 2 times 
(approximately) the cost of ore purchased from 
open market. These mines are hardly serving any 
purpose except adding to the avoidable expenditure 
year by year due to abnormally high cost of rais-
ing ore. The Committee therefore recommend that 
the desirability of continuing the mining of man-
ganese ore from these captive mines should be 
examined in the background of its existing per-
formance without any further loss of time." 

19. In their reply the Government have inter aZia 
stated as follows:-

"From the situation as at present, there is prac-
tically no possibility of having large scale man-
ganese ore exploitation through captive mines. In 
future, when Bhilai locate an economic~l deposit, 
a proper captive mine can be developed for ex- " 
ploitation. In the meantime, for the reserves 
that have been proved, SSP is tal:ing up the ex-
ploitation programme of 30,000 tonnes for the year 
1972-73. After processing the tender papers, if 
it is found that it will be economical to exploit 
this quantity, Bhilai will lm~ertake the mininl 
operations, otherwise, Bhilai may have to clo,e 
down Manganese mining unit. The available person-
nel in the mining side can be ahsorbed against 
vacancies in other mines. 

The mining work done was really inc~dental to 
prospecting, which has to be carried out fully ever 
if to disprove a property before surrendering. As 
stated above these properties. granted to Bhilai 
Steel Plant were unprospected and until co~lete 
prospecting work \..as done, with full staff to lIan 
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the units, the merits or the demerits of the pro-
perty would not be known. The raising of ore was 
incidental to this process and the cost has to be 
viewed in this context." 

20. The Cormlittee Ill'e not satisfied UJith the l'ep~y 
furnished by Govel'nlllent. They f.eel that the llSL was 
not justified in takinc; up fol' Pl'OSPlJotinc; unpl'Ospeoted 
areas and to incul' heavy expendituroe on theil' pl'ospect­
ing which has Zarogely become infrouctuous. The HSL 
should have taken up the areas fol' exp~oitation only 
aftel' a pl'opel' sUl'Vey and cel'tificate issued by the 
Geological SUl'vey of India that the econamioa~ly ex­
ploitable deposits of Manganese Ol'e W61'e available 
in these areas especially Whe11 othel' aZter-native SOUl'oes 
of supply lJ81'e available. 

WORKING OF BY-PRODUCT PLA~S 

Recommendation (Se1'ial No. 28) 

21. In para 8.8 of their Report the Committee on 
Public Undertakings observed as follows:-

"From a statement furnished to the Committee show-
ing the yield of various by-products in three 
steel plants the Committee find that the recovery 
of various by-product s ~lad been lower than norms 
laid down by the Norms Committee. The recovery of 
both crude Benzol and the Ammonium Sulphate during 
the years 1968-69 and 1969-70 has been the lowest 
in Rourkela Steel Plant as compared to the other 
two Steel Plants. 

The Committee hope that the implementation~f 
various recommendations of tho two f:xpert Commit-
tees appointed by IISL to examine the ,~orking of 
these hy-product plants wi 11 be expedited "to im-
prove the working of these plants. They ',oulc1 
like to emphasise-the need to maximise production 
from these plants since 5ubstolltial investment has 
been made by IISL and their perfornuUlcc affects the 
cost of production of steel and also the working 
result~ of IISL." 

22. In their reply tne Government have stated as 
follows:-

"The yields. of l;y-product~ in the last 3 years \1e 
were as follows:-
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Noms as 
per the 
Noms 
Committee 69-70 70-71 71-72 

Bhilai Stee 1. nan t 
Crude tar \ 3.0 2.90 2.85 2.78 
Benzol" 0.8 0.52 0.45 0.49 
Ammonium SUlphate \ 1.1 0.95 0.95 0.84 
Gas (NM3) 300 '303 306 285 

Du1'gapul' Steel. P1.ant 

Crude tar % 3.0 2.78 2.73 2.54 
. Benzol \ 0.8 0.47 0.44 0.40 
Ammonium Sulphate \ 1.1 0.88 0.83 0.81 
Gas (NM3) 275 271.8 272 274 

Roul'kel.a Steel. P1.ant 

Crude tar \ 3.0 2.85 2.75 2.67 
Benzol % O. 5 (~ITP) 0.34 0.024 0.14 

Ammonium Sulphate \ 1.1 0.68 0.45 0.43 
Gas (NH3) 275 270 261 257 

IVhile full implementation of the recollllllenclaUOn .of 
the two by-product Committees are nearing compledw. 
the even conditions of 014 batteries under the ,l,.'u" 
lion tonne stage have deteriorated affecting th8,,.t,lds 
of the by-products. A Committee has been recently con-
stituted to make a special review of the progress of 
implementation of the Raju Committee's report and to 
suggest further action to be taken in order to step up 
the production of by-products in all the Plants at the 
earliest. 

In case of ROllrkela Steel Plant, the limited com-
pressed Coke Oven gas availability has been the main 
reason for low production of crude. Benzol. Restricted 
availability of steam has limited the production of 
Ammonium Sulphate. 

Crash programmes have been made for the repair of 
all the steam leakages and for the repair of Coke Oven 
Batteries and Coke Oven equipments so as to improve the 
oven push.ing as well as gas yield." 
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23. The Corrrrrittee view with oonce2"n that the l'e­
oovery of the va1'ious by-pl'Oducts is detel'ioJ'ati71g "'I<Zl' 
aftel' yea1'. Th8y l.iXJuld l'eiteJ'ate their' eCl1'liel' 1'B00nI­
mendation that thel'e is need to ma:cimise pzooduction 
froom these by-product plants since substantial invest­
ment has been made by HSL and their' pel'formance affects 
the cost of production of steel and also the l.iXJl'ki71g , 
l'esults of HSL. 

WOl'ki71g of Sa.rew Comp1'BSSOI'S - ROU1'kela by-pzooducts 
Plants. 

Recommendation (Serial No.2?) 

24. In para 8.12 of their Report, the Committee on 
Public Undertakings ~ad observed as follows:-

"The Committee regret to note the unsatisfactory 
working of the by-product plants at Rourkela Steel 
Plant due to poor perfo~nce of the screw com-
pressors. It is unfortunate that the design de-
ficiencies in the by-product plant resulted in 
avoidable loss to liSt: As pointed out by the 
Kane Committee the "introduction of untried 
equipment for compression of a corrosive gas 
without provision for adequate purification in-
troduced an element of risk into the design of the 
plant that ought to have been avoided." The Com-
mittee further note that the Kane Committee recom-
mended that "the Consultants should have provided 
a purification system to remove Benzol, Naphthal~n, 
and Hydrogen Sulphide from the coke oven gas prior 
to its entry into the screw compressors." It 
appears that the enti;e working of the by-product 
plant was handicapped since the date of instal-
lation of the plant resulting in continuous loss 
in production. The Co~ittee are amazed to 
find that :inspitel of having their technical 
experts, neither the Consultants nor the HSL 
noticed such a f.ajor defect in the plant till the 
Kane Committee detected the defects in 1968. The 
Committee are disappointed to note that the sub-
stantial loss and avoidable expenditure had to 
be incurred on account of the defective working of· 
the compTes~ors. Apart from the low production 
of by-products resulting from the defective com-
pressors, remedial measures had to be taken by the 
HSL to instal a new compressor as ureplacement" 
to the "damaged" one. For all these losses and 
avoidable expenditure, the Committee feel, the 
consultants and lISt cannot escape responsibility." 



25. In their reply the Ministry have stated inter 
alia as follows: 

"The Compressors were installed at Rourkela on 
the advice of the Consultants (M/s. 'I.G.K.DJ in 
accordance with the design approved by them. . 
Obviously, the Consultants did not consider puri:-
fication of gas for benzol, naphthalene and 
hydrogen sulphide before feeding to the screw com-
pressors, necessary. From the date of the in-
stallation of the screw compressors in September, 
1960, HSL encountered a number of difficulties 

'in the operation of these screw compressors. The 
difficulties were a~tributed to severe voltage 
fluc~uations, quality of the cooling water, main-
tenance of clearance between screw compressors 
rotors and casings, improper working of the by-
product plant units before the compressors and 
presence of gum forming compounds in the coke oven 
gas fed to the compressors (for which no removal 
facilities were envisaged). Thus, no single 
cause could then be identified as the only reason 
for these difficulties. In fact even now, it may 
not be possible for find one single cause for all 
those difficulties," 

"HSL were aware of the difficulties being ex-
perienced and had taken steps to deal with the 
problems of the screw compressors even before the 
recommendations of the Kane Committee were avail-
llble. Besides, lIindustan Steel Limited had taken 
action to provide a replacement compressor. At 
present, the screw compressors are performing 
satisfactorily though at reduced load even with 
Benzol, Hydrogen Sulphide and a part of Naphtha-
lene in the gas." 

"The equipment for purification of the gas from 
Benzol, Nepthalene, Hydrogen Sulphide as sug-
gested by the Kane Committee, has been install ed 
and the performance of the screw .compressors will 
be watched to sec whether this would solve the 
problem." 

26 The Committee express their dissatisfaction 
with th~ Gove1'M1ent's reply. Tiley are surprised that 
despite the Cormrittee's vie~' that the con8ultant8 as 
~ll as the HSL were responsible for the faill4re to 
real.ise that non-provision of purification plant ~)Q8 a 
major defect I~hich led t(l avoidable losses, no effort 
haD -been made to fi:/: re8fon8ibiZity for this failure. 
The Committee, thurefore. reiterate their earZier re-
comnendation. 
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Naphtha Reforming unit of PBPtilia.r Plant~ Rourk"La 

ReCGaNmdation (Snial. Ro. ZS) 

27. In para 8.20 of their Report the Ca..ittee 
on P~blic Undedra~ings had intQr alia observed as 
follows:-

"The Committee also find tbat the contTact for the 
by-product plant-including sulphuric acid plant 
under the Expansion ScheJIIe was placed on the 4th 
July. 1963 wi~elemental Sulphur burning equip-
ment with a future provision for Pyrites burning. 
It is paradoxical that while the orders for the 
Sulphuric Add: P.1ant under the expansion scheme 
were placed' 'in ,July. 1963 itself pending exa-
mination '&",av,ailability of Pyrites. tho Manaie-
ment wait04 till November. 1965 for a reply from 
the Pyrite,; and Chemicals Dev,lopment Corporation 
regarding t;he supply of .Pyrites before placing 
orders for the Sulphur burnIng unit in respect 
of the sulphuric Acid Plant already installed 
under the original scheme." 

28. In their reply the Government have stated 
inter alia as follows:-

"If the sulphuric acid plant in the .eXFansion, 
scheme was not installed, the increasea re-
quirement of sulphuric acid for the expanded 
plant would have had to be met by purchase from 
outside sources. There was, therefore. no ano-
maly in the finalisation of the contract for 
the expansion unit though the original unit 
itself was not yet ready." 

29. The CorrtT!itte~'are not satisfied It1ith trn' reply 
fUrni~hed by the Government.. The Co"",ittee on Public 
Undertakings (1971-72) had not objected to the oom- • 
missioning of BUZphuric acid pZant under the e.1:panB1.On 
scheme but to the .tact that the HSL faiZed to take a 
simiZar decision ,at' the appropriate time in respect of 
the suZphul'ic acw plant for the ol"iginal p~t and 
r.xzited unduly long for a reply from the Pyr'/.us and 
Chemicals Development Corporation. The Committe,,~ 
therefore. reiteratss that thllre ~s avoi;1able deZay 
in placing orde1"s f01" Sulphur burnt.ng unt.t for the 
originaZ pZant. The Corrrnittee ses no justification 
about the action of HSL in delaying the decision ,on 
the ground of non-receipt of repZlI from the Pyl'ius 
and Chemi~aZs Devslopnent Corporation till Nov"",b6r~ 
19f15. 
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PJoojStn E.t~. - R.aorrmendation (Stn'ial. Ito. ;sa) 

30. In para 11.17 of their Pirst Report the 
Committee had observed that the heavy capital ex-
penditure on the plants of Hindustan Steel Limited 
is a aajor factor responsible for raising the cost 
of steel as interest and depreciation charges 
account for about 2S per cent of the total cost of 
production of steel. The Committee regret to note 
that there have been frequent revisions and con-
siderable increase in the capital cost estimates as 
compared to the original estimates for each of the 
three plants of Hindustan Steel Limited not only 
for the original million tonne plants bUt also for 
their expansions. In order to have a proper eco-
nomic appraisal of a project it is essential to 
prepare realistic estimates taking into account all 
foreseeable items of expenditure to obviate the 
need for frequent revision of estimate. If sub-
stantial increases in capital outlay are placed 
before Government for approval after the project 
has heen launched. Government are left with no 
alternative but to approve the increase. 

31. In their reply on 28th June. 1972. the 
Ministry of Steel & Mines had stated that 'Govern-
.ent agree that it is essential to prepare realistic 
cost estimates of projects taking into account all 
foreseeable items 01 expenditure so that the need 
for frequent revision of estimates is obviated.' 

The Board of Directors of Hindustan Steel Limited 
have set up a Group for analysing the causes for ex-
cesses in project estimates and to recommend the steps 
which should be taken to ensure that estimates are 
prepared on a more realistic basis so that. as far 
as possible~ final cost confirms to the original 
estimates. The.report of the Group should be of con-
siderable assistance to the Company in the formulation 
of project esttmates in future. 

32. However. when the Committee enquired about the 
date on which this Group was set up and whether the 
Group had submitted any report. the Ministry informed 
on 3rd September. 1973 that a decision to set up the 
Group had been taken by the Board. of H.S.L. in October. 
1971. On further inquiries it now transpires that 
this Group wa; in fact not formally appointed. More-
over. since the reply was sent the steel Authority of 
India limited has been incorporated and a new pro-
cedure has been laid down for the examination of 
Feasibility and Detail Project Reports in respect of 
H.S.L. and its other subsidiaries. 
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33. The Committee take a serious view of the 
fact that although the Ministry of Steel and Mines 
infor.ed them on 28th June, 1972 that the Board of 
Directors of H.S.L. had set up a group for analysing 
the causes for excess in project estimates and to 
recommend the steps which should be taken to ensure 
that estimates are prepared on a more realistic basis 
no such group was actually appointed. The reply now 
received (September, 1973) hears this out. The 
Ministry have now stated that since the incorporation 
of Steel Authority of India Ltd., a new procedure has 
been laid down for examination of the detailed 
project report and feasibility reports in respect of 
II.S.L. and its other subsidiaries.' The committee 
would strongly urge that as decided by the H.S.L. 
earlier. a study Group should be set up for analysing 
the causes for excesses in various project estimates 
of the steel plants set up by H.S.L.and to recom-· 
mend steps which should be taken ~o ensure that the 
estimates are prepared in future on a more realistic 
basis so that barring unforeseable circumstances, 
final cost conforms to the original estimates. As 
admitted by the Ministry such a study would be of 
considerable assistance to the Company in the 
formulation of project estimates in future. 
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CHAPTER II 

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY GOVERNMBNT 

Reoarrnendation (Sel'ial tVo. 2) 

The Committee regret to note that the agreement 
with the Consortium (M/S.ISCQ~) for construction 
of Durgapur Steel Plant did not contain suitable 
provisions for the supply of detailed drawings 
simultaneously with the completion of the erection 
of a unit. The result was that the essential 
spares for operation of the plant had to be pro-
cured from the consortium, who had no manufacturing 
activity of their own, resulting in avoidable pay-
ments in the nature of middle man's profit. The 
Committee note the statement made by the Secret-
ary of the Ministry of Steel & Ileavy Engineering 
that the lacuna in the agreement was due to in-
adequate eAperience at the time of such collabora-
tion agreements. As pointed out in para 2.22 
above there were several deficiencies in agree-
ments entered into with other consultants/colla-
borators also. The Committee, therefore, recom~ 
mend that r.overnment/Bureau of Public Enterprises 
should undertake a review of all important agree-
ments entered into with consultants/collaborators 
hy the Government/Public Undertakings and evolve 
guidelines in the light of the experience gained 
thereby, for entering into such agreements in 
future. 

(Para No. 2.23) 

RP.PL Y OF GOVERNMENT· 

Noted for guidance. Since then, IIindustan Steel 
Ltd. have made supplies of drawings obligatory :In such 
agreements. I~wevor this is not possible in case of 

'proprietary items. 

It vetted by Audit. 
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The Bureau of Public Enterprises were requested on 
the 5th January, 1972 to consider the general question 
of evolving guidelines in the light of the experience 
gained on the earlier important agreements. The Bureau 
have prepared draft guidelines for foreign collaboration 
agreements for Public Enterprises and these are being 
scrutinised by the ~inance Division of t~e Bureau. 
After this scrutiny, the Administrative Ministries con-
cerned with Public Enterprises will be consulted on 
these draft guidelines and thereafter these will be 
finalised for issue to all concerned. 

Ministry of Steel & Mines (Deptt. of Steel) 
O.M. No. DUR-18(1)/72 dated 27.9.73. 

Recorrmendations (Se1'iaZ No.5) 

The COMm1ttee are unhappy to note that even after 
it become apparent that the sub-standard performance 
of these locomotives was creating bottleneck in 
internal transport, no timely measures were taken to 
improve the position. Although about four years have 
elap_~d since the Committee examined the working of 
the plant earlier, the same reason namely inadequacy 
of loc~motives for internal transport is being ad-
vanced as one of the reasons for low production. The 
Committee are distressed to find that it was only in 
the first hah of 1970 that two of these locomotives 
were repowered with CATD-379 diesel engines to 
improve their performance of the basis of detailed 
studies carried out by Shri Suri, ex-Director of 
Central Mechanical Engineering Research Institute. 
The Research Design and Standard Organisation of 
Indian Railways have suggested th~ replacement of 
existing locomotives engines by MAN diesel engines. 
The Committee are unable to un4erstand why the Central 
Mechanical Engineering Research Institute/the Research 
Desiln and Standards Organisation of Indian Railways 
could not be consulted earlier to obviate the Trans-
port difficulties which have for several years been 
adversely affecting the working of Bhilai Steel Plant. 
The Committee would urge that the remedial action in 
the form of repowering the locomotives may be taken 
expeditiously if justified by the result of perfor-
mance of the locomotives which have been repowered in 
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early 1970. They would also like to be informed of 
the action taken and the improvement effected in the 
perforaance of the locomotives as a result thereof. 

Gov~t Repl.y- (Para No.3. 47 J 
The observations of the Committee are noted. 
It was through detailed analysis that the problem 

areas in regard to the locomotives were identified and 
various modifications on the mechanical transmissions 
were carried out. and thus break down of transmission 
could be reduced. However, after these modifications 
were carried out, it become obvious that the existing 
engines would not meet the requirements. 

2. The Russian Engine is powered by 750 HP Diesel 
Engines which is of extremely compact nature. Alterna-
tive Diesel engines with requisite specifications were 
not available despite the Plant's enquiries to various 
manufacturers all over the world, to recommend suit-
able replacement of these engines. Mlile this was on, 
it was considered desirable to have a fresh assessment 
of the performance of these Diesel engines through an 
independent agency and accordingly Central Mechanical 
Engineering & Research Institute was requested for 
advise. However, inspite of the fact that they alsl 
supported the views held by the Plant. it was diffi-
cult to locate suitable engines. It was only during 
1969 that a suitable Caterpiller Engine could be 
located and supplies made to repower two locomotives 
on trial. 

3. It is a matter for regret that this took this 
length of time. However, in 1969 the elant ohtained 
two Caterpillar Engines No. D379-TA from Larsen & 
Toubro Ltd., Bombay for repowering Russian Loco-
motives. Proposals for import of 20 more engines for 
repowering of as many Russian locomotives have also 
been cleared. Some of these power packs would be 
received very shortly. The rest are expected to be 
received progressively in the next few months. 

4. Government have permitted import of 19 loco-
motives from Czechslovakia. 7 of these locos are 
expected to be shipped in December 1972 and another 6 
in January, 1973. Government have also arranged with 
the Indian Railways for hire/sale of some of their 
locomotives to Bhilai steel plant. As Many as 20 
locomotives from the Indian Raih:ays are now in 
service in the plant. 
*Not vetted by Audit 
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S. With these steps, which have beep taken by 
Government, it is hoped that there would be no .are 
bottlenecks in internal transport in the Plant. 

6. Detailed specifications for diesel locomotive 
specially intended to cater to the difficult condi-
tions of operation in· the Steel Plants have been 
worked out and it has been decided that the manu-
facture of locomotives to these specifications would 
be undertaken in the Railways' Production units in 
the country. . 
[Ministry of Steel & MinEls!Deptt. of Steel) O.M. No. 
H-l1018/16/11 Dated 19.1. 73J! 

ReoOTmlendation (Serial No •. '1) 

The Co_ittee regret to note that even .ftel· 
nine years of the coaUssioning of the wheel and axle 
plant, the Management had not been able to produce 
the steel ingots of required shes for wheel makine 
resulting in loss of production of wheel sets. There 
is also avoidable expenditure as the wherl blocks of 
~hort length had to be treated aJ scrap and remelted 
or qold- It was admitted that the diffic~lty of 
ShOlt len{th intots was not of a perannial nature. 
That being so it is imperative that urgent and 
effective measures arc taken to avoid the production 
of ingots of short length to get the required yield 
of wheels. 

The Committee view with great concern the continu-
ous loss of production on account of short length in-
gots and would like to be informed of the remedial 
steps taken and the results achieved. 

(Para No. 3.64) 

REPLlit 

Hlndustan Steel have reported that the following 
steps have since been taken to reduce/eliminate the 
loss due to short length ingots:-

(1) Increasing the mould height to 96 inches. 
(2) Proper matching of refractories of the desired 

dimension to eliminate trumpet leakages. 
(3, Preheating of bottom poured refractories. 
(4) ·Proper levelling of bottom plates. 
(5) Adequate preheating of moulds. 
(6) Aluminium addition in trumpet for getting more 

\.UI.iform ingots. 
t * Not vetted by Audit. 
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Thus the problem regard in, short height whe"el in-
gots has since been sorted out. 

(Ministry of Steel and Mines (Department of Steel) 
Offic. Memorandum No. H-I1018/16/71-PARL. dt. 31.10.72.] 

HECOIMENlJATION (SERIAL NO. B) 

It is extremely disappointing to note from the 
above table that out of the total Increase in 
works cost of ingot steel during the last five years, 
the increase due to productive materials alone has been 
to the extent of 87 per cent, 81 per cent and SO per 
cent in Rourkela, Rhilai and Durgapur Steel Plants 
respectively. The Committee have pointed out in Chap-
ter V of this Report that the cost of production of raw 
.terials in the captive mines of Rourkela and Durgapur 
Steel ~lants has bee? very high and in some cases it 
was even higher than the cost of materials purchased 
from outside sources. The rate of conswnption of the 
raw materials has been higher than the norms fixed. 
Thus strict control on th~ cost and usage of.raw mate-
Tials, refractories, etc. can go a long way in control-
ling the cost of production. 

Another major factor leading to higher cost of 
production is the increase in operating cost. While in 
Rourkeia and Bhilai Steel Plants, 14 per cent increase 
in cost of production was due to this factor in case of 
Duraapur, this was as much as 38 per cent. The Commit~ 
tee have discussed in detail the question of overstaff-
ing and lower p~uctivity in the Ste.l Plants in Chap-
ter VI of this Report. The highest incidence of opera-
ting cost in Durgapur Steel Plant is due to lowest pro-
ductivity in this plant as compared to the other two 
plants. There is urlent need to raise the labour pro-
ductivity in the Steel Plant' to reduce the incidence 
of operatinl cost. (Para No. 4.6) 

Government Reply~ 

The observations/recommendations of the Committee 
have been noted. The position in regard to the cost of 
production of raw materials in the captive mines, rate 
of consumption of raw materials, overstaffing and 
labour productivity has been indicated in Govt. reply 
alainst the relevant recommendations. 
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It. however. needs to be pointed out that, apart I 
from the general rise in cost there ~t'e a.nU!lber of 
escalatory factor, adding to the production of steel 
which are beyond the control of the steel plahts e.g •• 
the delivered price of raw materials like coal. ferro-
managanese. ferro-silicon. refractories, etc. Prices 
of stores and spares; wages; increase, in rates of 
Railway freight and electricity duty etc. 

A conservative estimate of cost escalations on 
these counts relating to the period 1.1.70 to 31.3.12 
is as under:-

Increase per tonne of saleable Steel 

(a) 
(b) 
(c) 
Cd) 

Wages at 90\ capacity utilisation. 
Railway freight 
Electricity duty 
Raw materials and stores 
including refractories. 

Ra. 47 
Rs. 13 
Rs. 6 

Rs. 35. 

Lower volume of production as compared to rated 
capacity has been another important factor. parti-
cularly at Durgapur and Rourkela Steel Plants. 
leading to higher cost of production. 

[Ministry of Steel & M~nes (Deptt. of Steel) 
O.M. NO.H-IIOI8/16/71-Parl.} 

Reoommendations (Serial No. lO) 

The need to reduce the cost of production of 
steel cannot be over emphasised. Apart from effect-
ing the financial working of the plant. the high 
cost of steel produces adverse repercussions on the 
manufacturing cost of the products based on steel. 
The Committee hope that the.proposed measures 
mentioned above would help to bring down the CDst of 
production. It is essential. to keep a constant watch 
on the cost of production. 1'he variations hetween the 
standard cost and the actual cost should be analysed 
periodically and remedial measures taken in cases 
where the cost of production is found to be higher 
than the standard cost. (Para No. 4.18) I, 

Reply of Government 

While Government agree that it is essential to 
keep constant watch on the cost of production of steel 
and that it should be kept as lower as possible. it is 
necessary. in considering this matter, to give due 
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~J.ard to the incidence of escalations in costs over '. 
[~hich the cOllpany has little or no controTa. 
llentioned iR Government reply to rec.DIIIiIAt"datlon No.8, 

Cost variances are analysed regularly by the 
Company and are also reported to the Board of 
Directors. The analysis distinguishes '~sage 
variances" which are connected with the quality and 
quantity of inputs and are controlable to some extent, 
as distinct from ''prices variances" which is due to 
escalation af prices and outside the control of 
management. The procedure for the analysis of cost 
.. riances was introduced by the Company from April, 
1970. 

[Ministry of Steel , Mines (Deptt. of Steel) 
O.M~ No. H-II018/22/72-Parl. dt. ,20-2-73] 

The Committee trust that the linking of price 
with quality coupled with sampling and analysis of 
cod both at the r.eceiving and despatching points 
would help in exercising stricter check on consunp-
tian of coal and improving the production performance 

-of the ,.steel Plants. The question of coke conswnption'" 
has be,n discussed in detail in paras 5.59 to 5.71 of 
this Report and the Committees detailed recommenda-
tions are contained therein. 

(Pnra 5.13) 

GOVERNMEN'l REPLllt 

Hindustall Steel Limited oWaW1'epQrted that it hal 
been possible for them to obtain some improvement !n 
the yields from their Washeries during 1970-71 and 
1971-72 by the ~limination of inferior quality of coal 
having ash exceeding28\ through sampling and analysis 
of coal and by reducing the number of sources of 
supply. It may be added, however, that with the, 
taking over by Government of the Coking Coal mines and 
the formation of the Bharat Coking Coal Limited, a 
public sector CompB9Y' the system of joint sampling 
through public analysts has Leen dispensed With. 
Hindu.tan Steel Limited are presently carrying out 
sampling Jnd analysis in their own laboratories. 

(Ministry of Steel /I Mines (Deptt. of Steel) O.M. 
No. H-II018/16/71-Parl. dated 28th June, 1972] 



25 

'lbe working of the Barsua Mines was exaained by 
the Committee on Public Undertakings (11th Report 
'lbird Lok Sabba) in 1965. The CoDRittee desired that 
the reasons for the unsatisfactory working of the 
Barsua Mines should be investigated and efforts made 
to increase its production and reduce the cost of 
raising. It is unfortunate that instead of any 
improvement, there has been further deterioration in 
the working of the mines, in spite of the fact that 
action was stated to have been taken on the lines sug-
gested by the U.N. lUning Expert. The production has 
gone down from SS per cent in 1966-67 to 38 per cent 
in 1969-70 and the cost of raising has increased by 
42\ during this period. The increase in cost of pro-
duction has made the mines uneconomic and the cost of 
iron ore F.O.R. Rourkela Steel Plant from this 
captive mine was even higher than the cost of ore 
purchased from outside sources during the last three 
years. The quality of ore raised from Barsua mines 
was also stated to be inforior to that of purchased 
ore. 

The Committee hope that the implementation of the 
recommendations made by the German Consultants in 
August, 1968 would improve the working of the mines 
by 1971. It is imperative that urgent and effective 
steps are taken to improve the working of the mines 
to bring down the cost of raising ore at least equal 
to the price of ore of similar quality available from 
outside sources. In the event of failure to achieve 
t]le desired objective, the Committee feel.that running 
of these captive mines and thereby i~c~ea5ing the cost 
of production of steel cannot be justified. 

tpara No. 5.27) 

REPLY OF GOYERNNEN'l'4 

The programme of drillinl, recommended by fhe 
team of German Consultants, for delineating the 
nature imd structure ot the depoUts At Barsua. Kalt, 
and Purnapani •. is . proceeding, 1IIPre- or less accbrding 
to Schedule drawn up in consultation with the Geraan 
Team. The e'valuation of the data thu~ collected is 
going on simul tan90us ly. Based on these data, plans 
for working different areas will be drawn up. 

The following table indicates the pr~duction from 
Barsua Iron Ore Mines in the last three ;tears. The 
serious mishap in S~~ at nourkela Steel Plant com-
pletely upset the production activities at Barusa 

~ot vetted by Audit. 
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Mines in H and III quarters in 1971-72. So in order 
to put the production figures. for this year in proper 

:,.perspective, a break up of lumps and fines tonnage for 
1st and IVth quarters, which is indicative of the 
'trend, has aiso been giveri~ 

Lump Fines Total \ to rated 
Tonnes. Tonnes. Tonne~. capacity. 

1969-70 457,314 395,152 852,466 42.4 
i970-71 536,764 415,367 952.131 47.6 
1971-72:-
- Total 480.840 452.837 ~33,677 46.7 
- 1st Qr. 151,165 '132,108 283.273 56.7 
- 4th Qr. 153.289 166,312 319,601 63.9 

Considering its prevailing limitations, the 
German Team had rated Barsua's capacity at about 1.4 
million tonnes of ores in 1968. During the first 
quarter of 19~1-72, the average monthly rate of pro-
duction at Barsua reached the level of about 94.000 
tonnes, equivalent to our annual rate of 1.13 million 
tannes. The operating conditions thereafter became 
un~sual for Barsua due to restrictions on despatches 
and high stocks at pitheads, following collapse of the 
SMS roof at Roulkela. In the last quarter of the year 
1971-72, however, Barsua again produced on the aver-
age about 107,000 tonnes per month. the annual rate 
being 1.3 million tonnes. Thus the performance of 
mines has gradually improved. The delivered cost 
of Darsua Ore~as compared with purchased Ore shows the 
following trends:-

Year 

1969-70 
1970-71 
1971-72 :-
- 1st Qr. 
- IVth Qr. 

Prom Purchased 
Sources. 

33.78 
33.34 

35.29 
35.29 

(Rs. per tonne) 

From Barsua 

34.63 
38.70 

31.04 
32.69 

Thus. with increased production and regular off-
take of both lumps and fines by the Plant, the cost of 
raising at Barsua has shown a downward trend in 1971-
72 and compare favourdbly with purc1.;jso(l 01'C r \'i Cl·~ .• 

~ (MInis-try of Steel and t-lines (Depan:nem. of 
Steel) O.t-I. No. H-l1018/16/71-Parl. dated 31.7.72] 
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RBoomrrm1liations (Serial No. 13) 

The Co .. ittee view with concern the unsatisfactory 
working of the Rajhara Iron Ore Mines. The cost 
of raising iron ore has been much higher than the 
estimates durin& the last five years and it had 
gone up by 128.5 per cent within a period of four 
years. The .ast disquieting feature is that the 
cost of production from the aechanised mines, 
aechanised at a total cost of 5.49 crores, was 
even .are than the cost of raising iron ore by 
manual operations. 

The two main reasons advanced for high cost of 
production are lower volume of production and 
higher percentage of fines. As against 37.5 per 
cent fines envisaged in the Project Report and 
even as against the designers revised estimate of 
45 per oent fines, the actual fines in 1967-68 and 
1968-69 were of the order of 50 per cent of the 
total production. The Co-.jttee could get no 
satisfactory explanation for low production and 
such a heavy percentage of fines. They desire 
that a detailed technical study should be aade 
regarding the production perforaance and high 
cost of production in these mines with specific 
reference to the imperative necessity of re-
ducing the percentage of fines and to investigate 
into the reasons for higher cost of raising ores 
by mechanised _thads collpared to the manual ones. 
In case it is found that it will be .ore econo-
aical if these aines are operated manually, the 
HSL should consider the possibility of utilising 
the aachinery saaewhere else. 

(Para No. 5.36) 

GovBi'nIrNmt RBpLy" 

The points .. de above fall under the two 
categories. 

(a) 

(b) 

There has been an in~se in the cost of pro-
duction of .. chanised aines in 1969-70 as COID-

pared to 1965-66 to the extent of 128.5\. 

The cost of mechanised production is much higher 
than the manual and that the percentage of 
~hanised aines cost had been 160.4\ in 1969-70. 

-Not vetted by Audit. 
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As regards (a) the factors responsible for this 
increase in the cost had been -

(i) Change in the method of treatment of fines 
for the purpose of working out the cost. 

(ii) escalations in the labour and fixed charges 
like depreciation. 

The Bhilai Steel Plant had been aSSigning equal 
value to both lumps and fines while working out the 
cost of production of mechanised ore till 1966-67. 
This method was subsequently changed by assigning 
a lower value to fines for all arisings in the first 
stage (1967-68 and 68-69) and in the second stage 
(from 1969-70 onwards) by assigning this lower value 
to only 50\ of the despatches. This change was done 
to discount in the books the value of stocks of fines 
already built-up. Once the value of stocks built-up 
is wiped out, the credit would be given to the full 
despatches. This system is expected to start fro. 
1972-73 onwards. The Plant was not assigning any 
v.lue to the accretion of stock of fines at mines 
from 1.4.1969. These physical stoch of fines, how-
ever, remain at the mfnes for possible utilisation in 
future, although at nil value. 

Hence for the purpose of comparison with the 
previous years it would be more relevant to assign 
equal value for both lumps and fines for the s'Jb-
sequent years as well. If it is done accordi~&ly, 
the cost of production from 1965-66 onwards and the 
percentage increase as compared to 1965-66 would be 
as follows:-

_________ - __ .·~ •• ,--+-I __________ _ 

Year Cost 
Rs./t 

1965-66 9.47 
1966-67 9.54 
1967-6811.17 
1968-69 12.63 
1969-70 13.18 
1970-71 17.47 
1971-72 18.01 
(Prov i sional ) 

\ increase as com-
pared to 1965-66 

0.7 
17 
33 
39 
84 
90 

*should have been 63 

, increase as 
given in the 
Report 

0.7 
3* 

91.3 
128.5 
202 
211 

(now given) 
(now given) 



The increase in the cost of production indicated 
above is mainly due to -

(i) increase in the labour cost. It had bone 
up by 71\ in 1969-7~ and 124\ in 1970-71. 

(ii) fixed charles viz. depreciation. It had 
lone up by sst in 1969-70 and 1970-71 due 
to the comaissionina of new units. 

(iii) stores and spares ione up by 4 and 38\ in 
1969-70 and 1970-71. 

(iv) inc1us~on of interest on Govt. loan in 
1970-71. It was not included earlier 
in the cost. They were being aDsorbed 
overall at the Plant. The escalation 
due to this is 8\. 

lhe above increases alone account for 35/68\ 
increase in the cost of 1969-7~ and 1970-71 over 
1965-66 aaainst total of 39/84 

As regards (b). comparing the cost of production 
of mechanised with the manual mines. the above changes 
in the methods of working out the .costs of lumps had. 
to a great extent resulted in notional increase in 
cost when expressed as a percentage of the manual 
aines. As already indicated in the Plants' reply to 
question 36(c) of the COPU Questionnaire the compari-
son should be with reference to the overall cost of 
both lumps and fines. The table below lives the 
cost of production of manually raised ore and the 
cost of .. chani.ed ore under the .. thod of assilnin, 
equal values:-

Co.t of productior 
per tonne of 
aanually raised ore 

1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 
1971-72 
(Provisionall 

11.55 
11.72 
12.26 
13.46 
13.49 
13.92 
17.32 

Hfchenicallr ratsed ore 

Equal 
Division 
of cost 
between 
lumps and 
fines 

9.47 
9.54 

11.17 
12.63 
1'3.18 
17.47 
18.01 

National 
cost of 
fines 
added to 
1U11ps 

11.25 
11.73 
15.44 
18.12 
21.M 
28.61 
32.08 
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The higher cost of mechanised ralslngs as compared 
to manual raisings in 1970-71 is due to payment of 
higher wages resulting from implementation of the 
recommendations of the Joint Wage Negotiations Com-
mittee for steel in case of ~loyees for mechanised 
raisings and of the Iron Ore Wage Board in case of 
manual mines. The payments as per the former are 
higher than the latter. It may also be mentioned 
that with the implementation of the scheme of depart-
mentalisation of manual raisings (already under im-
plementation). the employees will be entitled for the 
same privileges as those in mechanised aines. This 
is likely to result in an increase of upto Rs. 9 per 
tonne of manually raised ore which would make it 
costlier than the mechanised are. 

A Technical Committee with representatives from 
HSL (HO. Dhilai and Rourkela). the Uranium Corporation 
and NMDC has been constituted to review the working of 
all HSL captive mines (iron ore. manganese are. lime-
stone and dolomite) in terms of quality. quantity and 
cost so that the Mines may reach 'their optimum poten-
tial and are able to meet The Steel Plants' require-
ments both in the short and long term. 

A note explaining the position regarding higher 
percentage of fines is enclosed - Appendix I 

[M/o Steel & Mines (0/0 Steel). 0.M.No.H-11018/16/71-
ParI. dt. 4.12.19721] 

-FuPtM1' information asked fo1' by the Corrrnittee 

• The Ministry have informed that a Technical Com-
mittee with representatives from HSL (HO. Dhilai and 
Rourkela) the Uranium Corporation and NMDC has been 
constituted to review the work of all HSL captive aine~ 
(iron ore. manganese ore. limestone and dolomite) in 
teras of quality. quantity and cost. so that the mines 
may reach their optimum potential and are able to aeet 
the steel plants requirement both in short and long 
term. When was this Coaaittee constituted and when was 
it likely to subllit its report? 

[Lok Sabha Sect. OM No:18PU/71 dt: 27.1.73] 

GoVBl"l'JlflQftt RBp ty 

The Technical Com.ittee for review of performance 
of HSL aines was appointed in February, 1972. The in-
terim report of the co .. ittee has since been finalised. 
Statement showing the reco.mendations of the Technical 
Coaaittee and action taken by HSL thereon is enclosed. 
(Appendix II). 
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R.~.ndation (Sel'iaZ No. 14) 

The Co.-ittee regret to note that as in the case 
of Barsua Iron Ore Mines. the working of the cap-
tive limestone quarry of Rourkela Steel Plant at 
Purnapani was al so unsatisfactory. The product ion 
was much lower than the rated capacity and the 
cost of raising was more than double the estimated 
cost. As pointed out by the F.A. & C.A.O. due to 
shortf«ll in production. the Rourkela Steel Plant 
was facing a critical situation in regard toavail-
.ability of lime stone and additional expenditure 
had to be incurred to procure limestone from other 
sources rosulting in higher cost of production of 
steel. 

One of the reasons for low production was stated 
to be that the nature of deposits did not permit 
large scale mechanised mining because of the nec-
essity to adhere to a particular quality specifi-
cations. This gives the impression that the 
management did not make requisite investigation 
about the nature of deposits before taking up the 
scheme for the development and mechanisation of 

. the limestone quarry. The Committee are of the 
View that with advance planning some of the fac-
tors hampering production. e.g., large scale wear 
and tear ot' rubber tyres. shovel traCk chains on 
account of rough roads and non-availability of 
spare parts etc. could have been foreseen and 
timely remedial action could be take~. They 
desire that immediate steps should he taken to 
improve the working of the quarry. 

(Para No. 5.44) 

Reply of GOve~t 

Production at Purnapani Limestone quarries during 
the year 1969-70 was 3,01,981 tonnes of Lumps and 
1.04.172 tonnes of fines. Ouring the year 1970-71 the 
pro~uction was 4.16.399 tonnes of Lumps and 1.09,791 
tonnes of fines. The production of the year 1971-72 
was 2,61.040 tonnes of Lumps and 91,714 tonnes of fines. 
Thus, the production of about 4,06,000 tonnes in 1969-
70 improved to 5,26,000 tonne. in 1970-71 and this 
trend persisted in the first quarter of 1971-72. This 
shows a siRnificant improvement in the performance of 
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Purnapani Lt.estone quarries. Subsequently, the pro-
duction suffered' because of restricted despatches and 
resultant hiah sticks, f~llowina collapse of the SMS 
roof of the Rourkela Steel Plant. In the last quarter 
of 1971-72, the production achleved was 115\ of the 
target for the quarter. 

With the inclc~se in production, the cost of pro-
duction will go down as can be seen from the following 
fiiUres: -

Total pro- Lump Fines 
duetion of Rs. Rs. 
Lumps and per per 
fines Annual tonne tonne 
rate. 

1970-71 527,000 18.59 20.01 
1971-72 April 71 660,000 17.39 20.70 

May 71 571,000 20,05 23.55 
June 71 493 .... 000 21.61 24.33 
Dee .. ber 71 620,000 14.21 18.12 
January 72 401,000 21.00 24.52 
February 72 494,000 19.13 21.52 
March 72 292,000 29.54 30.50 

In the month of December, 1971, when the produc-
~lon at the Quarry was very near the rated capacity of 
650,000 tonnes, the cost was quite low. 

As far" as the requirement of Blast Furnace grade 
lime-stone lump of the Steel Plant is concerned, Purna-
pani is now iin a position to meet the entire require-
ment of limestone lump for our Blast Furnaces. About 
50\ of the limestone fines requirement for the Sinter-
ing Plant is also now being supplied by the mine. The 
oalanee is being met from th~ purchase sources. 

Regarding quality of limestone, a deposit like 
Purnapani which has got clay pockets in the urper 
benches, has given slightly inferior quality in the 
past but now as we have aone deeper in lower benches 
clay pockets and disappearing and the quality is well 
within the prescribed specifications. 

Action has already been taken for improving the 
mine haul roads, repair of shovels and making the spare 
parts available by placing timely indents and follow-
ing up with the suppliers. 

Further proving of deDOsit under the guidance of 
Gowerl:shchaft Exploration is already under way. 

[(Ministry of Steel and llines (Department of Steel) 
O.M. No. H-IIOI'/16/71-Par~ dated 31.7.72ij 
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Re~endation8 (SsM-al No. t5) 

The Committee are unhappy to note that the work-
ing of the Nandini Limestone querry also has not 
b~en satisfactory. The production from mechanised 
mines was lower than the budget estimates and the 
cost of production was higher than the estimates 
therefor. What is worse is that the cost of pro-

duct ion from the mechanised mines was even higher 
than the cost of limestone raised by manual opera-
tion. The Co_itue could get no satisfactory 
explanation in this regard. They desire that the 
reasons for high cost of production should be 
analysed and remedial measures taken to bring it 
down. 

(Para No. 5.52) 

One of the reasons advanced for low production 
during all the years has been that the mines 
operated with imported locos only. Those loco-
motives were due for capital repairs. facilities 
for which were not available either in the Plant 
or mines. As pointed out in paras 3.42 - 3.47 of 
this Report. the Steel Plant had also suffered 
loss of production due to unsatisfactory workina 
of these imported locomotives. The CollDllittee re-
gret to note that in spite of continuing handicaps 
for last 4 years both for the mines and the Steel 
PI ant. prompt measures were not taken to provide 
requisite facilities for repairs and maintenance 
of tuese locollOtives. The CoIBittee would like 
to be inforaed of the measures taken or proposed 
to be taken for repairs and maintenance of these 
locomotives. 

(Para No. 5.53) 

Govs~t RIIp til 

(Para 5.52): The actual cost of productuion excluding 
depreciation and interest on Government Loan. of li .. -
stone during the year 1970-71 was RI. 24.67 per tonne 
against the budfetted cost of RI. 22.26 per tonne. 
This works out to 106.1\ of the budgetted cost. In 
1969-70 the actual. were 106.8\ of the budget. 

The average cost of limestone luaps (provisional) 
during 1971-72 was Rs.26.bg per tonne a,ainst the budlet-
ted cost of Rs. 24.67 per tonne. This works out to 
108.1\ of the budgetted cost. 

There had been certain higher provision. in the 
budget towards developaent expenditure and stores 
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~d spares. The lower volume ot pruuucclon as compared 
to the budget had .ore than off ~et the savings in 
actuals in expenditure ;aentioned above. 

The cost of production of mechanised mines in 
1970-71 bears a \age of 179.7\ to the manual mines 
cost. The corresponding figure during 1969-70 was 
123.8\. 

This increase in the cost was due to 

(i) increase in the labour cost as compared 
to the previous year. 

(ii) higher development expenditure. 
(iii) higher consumption of stores and spares. 
(iv) lower volume of production. 

Unlike other mines in India, including captive 
mines in other steel plants, all direct employees 
of HSL mines are governed by Iron & Steel Wage Board 
ree01llllendat ions. But; in HSL' s manual lIIines the 
contractual employees are governed by Iron-Ore and 
limestone and Dolomite wage Board recomaen4ations, 
the difference in wage being Rs. 10/- per day in one 
case plus fringe benefits and about Rs. 6/- in the 
latter case. 

In case of ..nual mines the shifting of over-
burden is confined to the atea to he mined whereas 
in case of mechanised mining there are always large 
,opened-up reserves. Drilling also in manual mines is 
related to the dally QU&J1titv required whereas in 
mechanised aine the d~illed reserve range for half a 
million to million tonne.. Given the same wages and 
allowing for these reserves the cost of manual lIining 
will be higher than mechanised mine particularly at 
the present rate of Nandini's output. 

The production of lumps from mechanised and 
manual mines in the last. three years is ~iven below: 

1969-70 
'1g'TO-71 
1971-72 

(Annual rates) 
1st Quarter 
~nd QUarter 
3rd Quarter 
4th Quarter 

Mechanised 

738 
633 

533 
597 
832 
813 

(1000 Tonnes) 

Manual 

202 
409 

471 
"7!U 
497 
230 
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It would be seen that with the provision of ad-
ditional facilities at mechanised mines in the 3rd 
quarter of 1971-72, the production went up with a 
corresponding decrease in production at the manual 
mines. Consequently, the cost of production at the 
mechanised mines (excluding depreciation and interest 
on Government loan) during the 3rd quarter of 1971-72 
came to Rs. 22.52 per tonne and that in the manual 
mines to Rs. 15.61 per tonne. The \ of mechanised 
mining cost of manual mining is thus 144.3\ which is 
an improvement over 179.7\ during 1970-71. 

The reduction of cost can be achieved effective-
ly only by increasing the production from the mines. 
The main limitation for increase of production in 
the mines is weakness in the transport system. 

The mines are equipped exclusively with Kussian LOCO-
motives and these Locomotives are old. 

However, th_ following measures were/have been 
taken to improve the transport capacity of the mines: 

(i) TWQ Russian Locomotives were re-powered by 
CAT/D-379 Diesel engines in the 1st half of 
1970. 

(ii) laport licence for 2 MAN engines for re-
powering of additional 2 Russian Locomotives, 
was issued on 15.12.1971. 

(iii) 8 Die'sel Engines have also been ordered on 
USSR and a contract signed by Bhilai Steel 
Plant on 3rd March, 1972. The delivery 
schedule for these engines is within 18 
months from the date of agreement i.e., 
3.3.1972. It is expected that S engines 
would arrive by the end of this year and the 
remaining 3 engines, in 1973. 

(iv) It has been planned to repower 10 Nos. 
Russian Locomotives with Caterpillar Engines. 
So faT as Che mines are concerned, 3 Russian 
Locomotives would be repowered during 1973-
74 initially. 

(v) The replacement programme for old Russian 
Locomotives has already been drawn up and 
this has been worked out at the rate of 5 
locos per year which includes mine. also. 

(vi) Facilities are being created by expanding 
the existing loco-shed and erecting a new 
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dump-car shed for better repairs of loco-
motive. and du.p-cars. This will come into 
operation within this year. 

The above measures would enable the mechanised 
aines to increase production with the consequent 
reduction in costs. 

(i) In order to control the cost of production. 
techno-economists have been posted at the 
mines and variances in the actual utilisa-
tion of equipment and productivity frOm the 
standards are evaluated and brou,ht to the 
notice of Mines Executives daily. 

This will make the Mines Executives more cost 
conscious and eventually. it will enable them 
to reduce the cost. 

(ii) In order to reduce the inventory. vocabing 
for all spares has been completed for better 
inventory control on spares and stores which 
would also lead to the reduction of cost. 

(iii) A Technical Committee appointed by the Hindu-
stand Steel Limited has been examining inter-
alia. the question of reduction in cost of 
mining. The report of the Committee is ex-
pectt:d shortly. 

(Pcnea 5. 53) 

As far back as in 1963. the problem of Capital 
overhaul of Russian Locomotives engaged the attention 
of Rail Transport Department of Rhilai Steel Plant. 
As per the I million ton project report. the major over-
hauls of these locomotives were to be carried out at the 
Workshops of the Indian Railways. Accordingly a refer-
ence was made to the Indian Railways. In response to 
this the Railways sent their engineer to Bhilai Steel 
Plant to examine the question in detail. He visited 
the loco and wagon departmedt of Rhilai Steel Plant 
during July. 1963 and after getting a first hand know-
ledge of the facilities available here and the facil-
ities which would be required for carrying out major 
overhauls. he submitted a report emphatically indicat-
ing that with some additions to the existing locos end 
waaon department at the Steel Plant. the major over-
hauls can be carried out successfully at Bhilai Plant 
itself, better than by the Railways. in view of the 
high level of detailed techni~l skill and know how 
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already developed here by the staff in respect of the 
Russian locomotives which have their own design 
characterstics. 

I..-diately thereafter, the soviet side was 
informed to prepare the detailed Project Report for 
the expaqion of th.:! Loco Depot. The Detailed Pro-
ject Report was received in July, 1964 which was dis-
cussed with the Soviet Experts during AUfUst and 
September of the sase year. This was again scruti-
ahed by an Engineer from the Indian Rail ways by May 
1965. After going through all the formalities and 
obtaining Government'. approval for the Project, 
orders for the equipment were placed and the Construc-
tion was started in 1967. The entire construction of 
the Depot facilities for the Capital Repairs has been 
completed except for some equipments. When ready, 
this depot, supported by the Chief Power En&ineer's 
Department and the Chief Mechanical Engineer's De-
part.ent (Auxiliary Shops), is to take care of the 
Capital Repairs to Czech Locos of the Mines and the 
Plant as well. Arrangements are beinR made also to 
obtain the technical details and traininR on overhaul 
of these locos from the Skoda Works suppliers of 
these locos. 

In the meantime the locomotives have been k~t 
running by carrying out various repairs and maIntenance 
with the axisting Depot facilities. Some of the key 
units which were a source of constant trouble have been 
studied and modified with a view to give better service 
thereby minimising the down time of these locos. 
Nandini has also been provided with an extra loco-
motive and this has very significantly improved its 
performance: While Nandini fulfilled 75.3\ and 82.7\ 
re$pectively of its plan of 270,000 tonnes each for 
1st and 2nd quarters of 1971-72, the fulfilment im-
proved to 95\ against the increased plan of 320,000 
tonnes in the third quarter and to 97.1\ against fourth 
quarter's plan of 310,000 tonnes; 

[M/O Steel & Mines (Deptt. of Steel) O.M. No. 11018/16/ 
71-Parl. Dated 4.12.1972] 

Rsoommendation (S.~ia~ No. 18) 

The Committee regret to note that the actual 
staff strength in the Works Departments of Rourkela and 
Bhilai Steel Plants as on 31.3.1970 was about double 
of that provided in the Project Reports for their ex-
pansion. They are ... zed, over the statement by the 
Hindustan Steel Ualted that "th. earUer estimates 
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made in the Project Report were based on assumption 
which were neither correct nor relevant to Indian 
Context". Wi th the experience of one million tonne 
Plants, it was expected that the estimates for manpower 
requireaents included in the Project Reports for their 
expansion. would be more realistic, to serve as a yard-
stick for actual .anning of the steel plants. 

(Para No. 6.9) 

The Committee also note with surprise as to why 
the Industrial Engineering Departments of Hindustan 
Steel Limited had reported in 1963-64 that there was 
no surplus staff in Hindustan Steel Limited Instead, 
the Undertaking had a shortfall against their (I.E.D.) 
estimates of staff requirements after expansion. On 
the contrary, the studies made by the Bureau of Public 
Enterprises and the latest studies conducted by the 
Administrative Staff College, hyderabad have revealed 
that Hindustan Steel Limited has got surplus staff. 
In the face of these definite reports of independent 
and expert agencies, the Committee feel that it would 
not be safe to rely on the report of the Industrial 
Engineering Department of the Hindustan Steel Limited~ 
(Industrial Engineering Department) is based on broad 
stud~s and discussions unlike the study of the In-
dependent Agency (i.e. Administrative Staff College, 
Hyderabad.) whose detailed work measurement studies 
are expected to be more scientific than the previous 
estimates. Consequently, the Committee have come to 
the conclusion that the estimates of Hindustan Steel 
Limited (lED) are on the high side. 

The COlllllittee hope that the STaff strength in 
the Steel plants will be adjusted in accordance with 
the latest studies and Government/Hindustan Steel 
Limited, would take the opportunity offered by the 
expansion scheme of the Steel Plants and Bokaro 
Project to gainfully employ the surplus staff as 
early as practicable and possible. 

(Para No. 6.(Para No. 6.10) 

Gov9~9nt RepZy •• 

The up-to-date oyerall results of the studies 
~ted by the Plant Industrial Engineering Depart-
"'U in cellaboratio. with the Consultancy and Applied 
... ~ Division of the Administrative Staff College 
is given as follows:-
• The Co_ittee find that the report.of the Hindustan 

Steel Lt. 
•• Not vetted by 
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Plant/date Total Reference +Surplus Perceitt-
Men unnina -Deficit age over 
in reference 
~sition unninl 

Bhilai Steel 
Plant.· 
(as in 
Septeaber '71) 21406 20415 +991 4.86 

Rourkela 
Steel Plant 
(as in March 
1972) 21321 20356 +965 4.74 

Duraapur Steel 
Plant (as in 
March 1972) 18357 19206 -849 4.42 

Total: 61084 59977 +1107 1.85\ 

*Excluding Ore. Mines and Querries Department. 

The Company has evolved new production incentive 
schemes which ~C)v~!1~ __ sufficient IlCltivations to work 
with reference manninll and it is to be expected that 
additional IIOnet&ry benefits would help induce workers: 
to agree to the shedding of surplus manpower. These 
schemes have .~ready been introduced in Bhilai Steel 
Plant. Fertilizer Planh Ilourkela., a few depart.ents 
of Durlapur Steel Plan. and in"the iron ore and LilIIe-' 
stone .ines and repair shops of the Rourkela Ste~l 
Plant. Their introduction in other Units is under 
negotiations wit~ the Labour unions. 10 the extent 
possible. efforts are being ~de to re-deploy the 
surpluses atainst the requirements of expansion units 
additional ,units and to transfer thea to the Bokaro 
Steel plant:- H;We'f'!:I' in such re-deployment. full 
support of the labour Union would be necessary. 

[Ministry of Steel & Mines (Deptt. of Steel) O.M. 
No. H-l1018/16/71 ... ParI. dates 28th 'June. 1972] 

RtI~ (Swla% 110. 11)1 

The(:bua! ttee regret to note that the staff in the 
General Administration and Townshipi,Depart.ents of the 
three steel plants ranged from 27 per cent .to 35 per 
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cent of the Staff employed in operation (Works Depart-
ments). They feel that this percentage is on the high 
side and there is scope for economy in personnel costs 
in these departmellts by improving systems aId pro-
cedures of work. The C01llllittee find that Hindustan 
Steel Limited had not conducted any study in regard to 
the staff employed in these departments with a view to 
ascertain the reasons for differences in manning pat-
tern in the three Steel Plants and to effect economy 
in staff. However. according to Hindustan Steel Limit-
ed. the Organisation and Methods Sections in the Plants 
have now undertaken detailed studies on a continuing 
basis in all the plants for (a) simplifications of 
office procedures and (b) for determination of manpower 
requirements. The Committee desire that these studies 
should be completed expeditiously and the norm evolved 
for the staff in the Township and general Administra-
tion be adhered to strictly. The services of the 
surplus personnel revealed as a result of such study 
could be madelavailableto the other steel plants pro-
posed to be set up in the country with a view to give 
them experienced staff from the inception. 

(Para No. 6.15) 

Government Reply * 

Noted. Detailed studies of the various sections 
of the General Administration and Township Departments 
of the Plants with a view to determining the manpower 
required and simplification of office procedures 
are continuing. The latest position in this regard 
as reported by the COllpany is as under:--

Department Men in Men covered Manpower 
position by studies required 

as per 
o & M 
Studies 

BHILAI STEEL PLANT 

(as on August 1971) 

ll(".,.' AODU-
nis"fration 2618 1832 1786 
Township 4193 4053 4498 

ROURXELA STEEL /;'J..ANT 

(as on July 1971) 

* Not vetted by Audit. 
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1 2 3 4 
< 

General Adm1-
nistratioll 
Township_ 

2800 
1931 

2609 
1957 

TJU16JAPlIR STEEL PLAN'! 

(aB on May 1912) 

General Adm-
inistration 
Township 

2169 
4410 

923 
1111 

912 
1153 

[Ministry of Steel & Mines, Department of Steel, 
O.M. No. H-110lS/16/71-Parl. dt. 20.7.72] 

ReconrnBndation (Sezoial No. 20) 

The Committee WOUld, however, like to point 
out that in comparing the labour productivity of the 
modern steel plants of Hindutan Steel Limited with 
that of Tata and Indian Iron and Steel Companies, 
commissioned years ago, it is necessary to take 
into account the higher degree of sophistication of 
the plants of Hindustan Steel Limited which should 
result in higher production. 

(Para No.6. 21) 

Noted. One of the basic reasons for lower 
productivity is -iiDder'=-utilisation of capacity; 

labour productivity is eXpected to improve con-
siderably as soon as production reaches near capa-
city levels. 

[Ministry of Steel 6 Mines (Deptt. of Steel) 
O.N. No. H-l1018/16/7l-Parl: dated 28th June 1972] 

The Committee regret to note that low product-
ivity in the three steel plants of Hindustan Steel 
Limited ranging between 45-79 ingot tonnes per man 
year. The most disturbing feature is that while it 
was expected that with the expansion of the Steel 
Plants. there would be improvement in labour pro-
ductivity. the position has worsened and the labour 
pro3uctivity in Rourkela and Ourgapur Steel Plant! 

*Nc:ii" veued by Audit.-
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was even lower than in 1965-66. The ptoductivity 
in 1969-70 being only 54 and 45 in Rourkela and 
Durgapur Steel Plants respectively against the cor-
responding figures of 70 and 68 in 1965-66. As aen-
tioned in para 6.23 of this Report the labour pro-
ductivity in some of the advanced countries ranged 
from 156 to 247 ingot tonnes per man year. Even the 
Mehtab Committee appointed by Government to look 
into the cost of production of steel and which in-
cluded representatives of the Hindustan Steel Limtted 
and Tata Iron and Steel Company considered it possible 
to raise the productivity to about 125 ingot tonnes 
per man year and above in each of the plants. Viewed 
in this background. the present low level of pro-
ductivity in the Steel Plants of Hindustan Steel 
Limited cannot but be a matter of urgent concern. The 
Committee are informed that if the three steel Plants 
operate at rated capacity and the present manning can 
be reduced adjusted in accordance with their industrial 
engineering studies it should be possible to reach a 
?roductivity level of 125.100 and 100 ingot tonnes per 
nan year in Bhilai. Rourkela and Durgapur Steel Plants 
respectively. The Committee hope that Hindustan Steel 
Limited would strive to attain at least this minimum 
level of productivity. 

(Para 6.27) 

GOvernment repZy~ 

As stated in reply to recomeendation No. 20. 
labour productivity is expected to go up with higher 
product:Jn. The new production incentive schemes are 
also designed to motivate labour productivity. Ad-
ditional manning is sanctioned only after proper work· 
studies and for new requirements only. Every effort 
will be made to reach the higher productivity levels 
indicated by the Committee. 

[~inistry of Steel & Mines (Deptt. of Steel) 
O.M. No. H-llOI8/16/71-Parl. dated 28th June 1972) 

Reoonrrrendation (Serial No. ZZ) 

The Co_i ttee also reco .. ena that the Research 
and Development Divisions 2f_~he Steel Plants and the 
'Central Engineering and~s~gn, Bureau of Hindustan 
Steel Limited should make a detailed study of the rea-
sons for high, productivity in other advanced countries 
(like Japan. USA and West Germany), with a view, to 
ascertain the technological innovations and manning 
pattern etc. that account for the high productivity in 
their respective countries and suggest their adoption 

• Not vetted by Audit. 
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in Hindustan Steel Limited Steel Plants to ~t:ain com-
parable productivity level per workers. 

(Para No. 6.l8). 

Govemnwnt R6pZy'" 

Although the present level of labour productivity 
in the iron and steel industry in India is admittedly 
auch lower than that in most of the advanced steel pro-
ducing countries. a comparison betwe§n steel plants in 
India and abroad in terms of labour productivi ty wiill 
not be easy to make because of various differences 1n 
respect of equipment and technology. product-mi~. capa-
city utilisation of the production units. state of 
maintenance of the equipment. extent of work done 
through outside agencies. hours of work. leave entitle-
~nt. absenteeism. etc. The broad reasons for higher 
labour productivity in the advanced countries are. how-
ever. generally known. The main factors which account 
for higher productivity in such countries are reported 
to be as under:-

Ca) Use of increasingly higher capacity/equipment 
and hiaher out-put/productivity from the same 
equipment by progressive application of techno-
logical improvements. 

(b) A high degree of automation and application of 
on-line computers. 

(c) Non-provision of facilities like large repair 
and sparct parts workshops etc.,. which are 
easily avl1lable outside the steel plants -
unlike in our country. 

(d) Higher levels of skill backed by longer ex-
perience and industrial t~adition. 

(e) Attitude to work. 

The Research and Control Laboratories in the Steel 
Plants are concerned with day-to-day activities in the 
nature of inspection and routine operational control 
and development of new products. These laboratories 
~ll not. therefore. be in a po'ition to undertake the 
type ~f study suggested by the Committee. 

The Central Engineering and Design Bureau, has 
however. been asked to study the problem as suggested 
by the Committee. 

[Ministry of~eel & f.lines (Deptt. of Steel) O.M. No. 
H-IIOI8/16/71-Parl. dated 28th June. 1972.} 

\ccording to Audit the reply was not susceptible 
of verification in Audit. 
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Recormrrmdaticm (Seri4"l No. Z~) 

The Committee view with concern the unsatisfac-
tory industrial relations in the steel plants of Hin-
dustan Steel Limited especially in Durgapur and Rour-
kela Steel Plants. Prom the figures furnished to the 
Committee they find that the mandays lost due to 
strikes etc. in Durgapur Steel Plant during the fi~t 
seven months of the year 1970-71 were as high as 
1,763,660 resulting in loss of production of the value 
of Rs. 11.16 crores. In Rourkela Steel Plant although 
the mandays lost 392,42 during the corresponding period 
were lower as compared to Durgapur Steel Plant, the 
value of loss of prouQction was stated to be much higher 
i.e. Rs. 12.04 crores. It needs no emphasis that for 
the efficient and economic working of any undertaking 
it is necessary that there should be understanding and 
cooperation between the labour and Management. In the 
Steel Plants, especially, due to inter-relationship ·of 
manufacturing processes involved and the sensitiven~ss 
of the equipment to sudden and unplanned stoppages and 
interruptions, the strikes, etc. causes considerabl~ 
harm. There is need for a constant endeavour hoth on 
the part of the management and the labour unions to 
resolve differences through mutual discussion, and 
voluntary arbitration rather than by resort to strikes, 
lock outs etc. 

(Para 6.33). 

The Committee" note the various causes mentioned 
by the Hindustan Steel Limited for the labour unrest in 
Hindustan Steel Limited and the re.edial measure~ sug-
gested for it. The Committee have taken up for cAamina-
tion this year the horizontal study of personal Poli-
cies and Labour Management in the public undertaking. 
They would, therefore, make their detailed recommenda-
tions in this regard in that Report. 

(Para 6.34) 

Govemnumt Rep"ly' 

Government agree that there is need tor a constant 
endeavour on the part of both the management and the 
labour unions to resolve differences through mutual 
dis~ussions and voluntary arbitration rather than by 
resort to strikes, lock outs, etc. 

In the Bhilai and the Rourkela Steel Plants, the 
labour situation was generally satisfactory during 
1971-72 and continues to be so. 
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In pursuaJice of a tripart1t" agree.nt siped with 
, the recognised union. Joint Production Ca.ittees have 
been set up in the Rourkela Steel Plant to deal with 
problems relating to production, maintenance, cost. 
safety and increase in productivity. 

In the Ourgapur and Alloy ~teel Plant. with the 
assistance of the State Government, an agreeaent has 
been recently signed between the Unions and the manage-
ments which provide for the establishment of Floor-
level Joint COllllllittees, a Plant-level Joint COlllllittee 
and a State-level Consultative Council for the speedy 
settlement of industrial disputes. The issues which 
remain unresolved at the Plant-level Joint Committee 
may be referred to an Arbitrator or a Board of Arbi-
trators if mutually agreed upon by the parties. In the 
alternative, such issues may also be referred to the 
State-level Consultative Council. The decision of the 
Arhitrator or the noard of Arbitrators will be final 
and binding upon both the parties. The agreement is 
effective from 19th May, 1972 and is valid for a period 
of one year. It is hoped that these arrangements will 
help improve the industrial relations situation in 
these plants. 

The Joint Wage NegotiatiOll Comittee for the 
Steel Industry has also been requested to consider and 
suggest how best to solve the problea of the stoppages 
of work. ' 

The recommendations made by the COlIDittee in its 
17th Report on Personnel Pplicies and Labour-Management 
Relations in Public Undertakings will be given the aost 
careful consideration by the Government. 

[Ministry of Steel & Mines (Deptt. of Steel) 
O.H. No.H-llOI8116/71/Parl. dated 28th Jt.me. 1972.] 

The Co_itt .. regret to note that sustained atten-
tion had not been paid towards repairs and .. intenance 
of the Plants and nachinery especially in ·!)uraapur 
Steel Plant resulting in a large nUJllber of breakdowns. 
Proper maintenance of plant and machinery is a must to 
ensure t~ub:te-f~ee operation of the plants at aaxi_ 
efficiency free from breakdowns and non-planned shut-
downs. The eo-ittee. therefore. desire t)aat the .. in-
tenance departments in the plants should be ,eared to 
clear the backlog of repairs and _intenance and to en-
sure that the preventive maintenance of all the units 
is carried out in accordance with the schedules laid 
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' down. Advance plahning for spares should also be done 
to faci~itate tiaely replaceaents of worn out parts. 

(Para No. 7.4), 

GoV4ti'l'lmfm t Rep ly * 
Noted. HSL have info~d t~at ' they are already 
seized of these problems and are taking necessary 
,action ac~ordingly. 

[Ministrv ~f S~eel & M!~es (Deptt. of Steel) 
O.M. NO.H-l 18/l6/71-Parl. dated 11th August. 1972.] , 

R8co,mumdations (Se1'ial No. 26) 

The C~ttee also regret to note that the Capital ' 
repair progr ... e of locomotives in Bhilai Steel Plant 
suffered due to lack' of heavy maintenance facilities. 
They feel that this handicap could have been overcome 
by the Plant with more careful Planning and coordina-
tion in so tar as repairs of locomotives is concerned. 
The H.S.L • .• h~ld have had arrangements 'with Railways 
for qverbauling and repairs etc. of locomotives - a 
,as1c: Dot difficult to perform. 

(Para No. 7.5) 

Gowmment Reply 

Reply to Sl . N0fo. S and 1S 'may be referred to. 

rMbUstry of Steel & Mines (Deptt. of Steel) 
o.~ ·'0.H-lI018/16/7l ~ted 4.12.1972.) 

Recormlendations (S81'ial No. 29) 

The Committeere&ret to note the loss of about 
as. 40 lakhs ~4!'tCl1 by the Rourkela Steel Plant 
due to explosion in the Naphtha RefOrming Uni t 0" 

, the Fertilizer Plant~ They would like to be in-
for.ed of the ·aetion taken by the Hindustan Steel 
Lt.tted 'for th~ v.~1ous acts of omis~ion and com~ 
fissioii on the pari of the Contractors, etc. 
pointed out by ,~h. Kasturi Kansan Committee. 

(Para No. 8.29) 

RtJP,li/ of Govemm8n~ * 
The Comai~tee constituted by the Hindustan Steel 

Li,mited ~o go tnt,o the reasons for the explosion in the 
Plant had enumerated a number of acts of omiSsion and 
commission on til" :-PaJ!t of the Coritractors. ' which led t o 

f Not vetted by Audit. _ 
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the sequence of ~vents resulting in the explosion. 
They held the Contractors liable for damages resulting 
from the accident. They also pointed out certain defi-
ci encies and draw~backs on the part of Hindustan Steel 
Limited personnel posted with the Contractors. 

As regards the damage to the Plant, an expenditure 
of approximately Rs. 40 lakhs has been incurred by the 
contractors in putting the Furnace back into operation, 
of which Rs. 20 lakhs had been advanced to them by 
Hindustan Steel Limited without · any prejudice to th~ 
claims of Hindustan Steel Limited. The Plant haJ 
served a notice on the contractors asking for a refund 
of the entire cost incurred, as it was held that they 
were wholly responsible for the damage to the Furnace. 
Durini discussions, this position was not accepted by 
the Contractors and they had propose~ that the matter 
shoula be referred to arbitration. It has now been 
finally decided in refer t~e matter to arbitration as 
per the terms of the contract. The matter is still 
under arbitration. 

Departmental action would be taken by Hindustan 
Steel Limited against their personnel, after the dis-
pute with the Contractors is settled. 

[Ministry of Steel and Mines (Depart~t of Steel) 
O.M. No. RKL-S(4)/72 dated 2,7.7.73.] " ' 

Reoorrrrwndaticm fSui4J 10. 10) 

The eo..ittee note thac the InnotortA., 1n the 
Steel Pla..u of Hindustan Steel Liaited haft showIl a 
c1ec11nin,trenc! du~1 the last, three years ad the 
total inventories as perc_tqe Qf ftlue of procIuetioa 
~ 43 per cent in 1969 __ 70. ' 'tIowevu. in the :case of 
...... , 'SpAres, the ftlae of .toclt was stUI eqa1-
·ft1t11lt u; 26 MOthS on the buts af mmual COliSUllptioa. 
1he eo-iU-. hope that the :w.~ , ...... ,_~ 
by ~taD Steel Lbdt~ 'In ,thiS reprd wui ~lp in 
briD."I1n, down the stock of stores ancl spares. 

(para 9.11) 

The Committee als~ find ' that Alloy Steels Plant 
was still having a heavy inventories. These were 121 
per cent of the total value of production in Ig69-70 as 
compared to 43 per cent for the Hindustan Steel Liaited 
as a whole. Heavy Inventories not only result in block-
ing of capital but also mean avoidable expenditure by 
way of inventory carrying out cost. The Committee 
recommend tKat a spocial drive be mad~ to reduce In-
ventories in t his plant without any further loss to 
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time. TIle eo..ittee a~so suggest that the possibility 
of using computerised service for inventory control 
may be examined. 

(Para 9.12) 

Government Reply -

TIle observations made by the Committee have been 
"oted. Actually. total inventories expressed in terms 
of value of production went up slightly by 0.3 months 
from 5.4 in 1969-70 to S.7 in 1970-71. TIlis was mainly 
due to channeltsing imports of steel through Hindustan 
Steel Limited which started arriving in 1970-71. in-
crease in stocks of refractories to tide over the pre-
vailing shortage. increase in stocks of rolls due to 
development of new sections and increased raw materials 
stocks. particularly of imported origin. Concerted 
efforts. however. continue to be made to contain and 
reduce the level of inventories. One of the main rea-
sons for higher level of stocks or spares is. however. 
the continued dependence on foreign manufacturers for 
a large.range of "type spares" or proprietory items of 
manufacture and the long lead-time which renders it 
necessary to build up buffer stocKS of critical spares 
in larger quantities than in strictly necessary for 
operation and maintenance of efficiency. 

As regards. the use of computerised services for 
inventory control. Bhilai and Rourkela Steel Plants 
have maqe the needed arrangements for implementing a 
compuurbed system of inventory control and the Durga-
pur Steel ~lant has made arrangements in respect of 
selective hiah-value items on a trial basis. Particu-
lar elllPhasis is being given to 'A' Class itelll consti-
tuting over 70\ of the total value of spares held by 
tbe Plants. 

[Ministry of Steel 1\ ~Iines (Deptt ~~_s.te~~) 
O.M. No.H-1l818/16/71-Parl. dated 28.6. 7a,] 

Reaorrrntmdation (Sel'ial No. 31) 

The Committee hope that the present system of the 
functional Board would be given a fair trial and 
frequent changes either in the character of the Board 
or its personnel as has happened in the past. would be 
availed. Now that the Hindustan Steel Limited has four 
functionai Directors, the Committee expect the top 
management: to have effective central control on impor-
tant matters of policy and to provide suitable guide 
lines to the plant with a view to i.mprove their working. 
It should however be ensured that the plant management 
*Not vetted by Audit. 
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ing them to fUnction independently within their' res-
pective spheres of delegated authority. 

(Para No. 10.7) 

Gowmmsnt Reply It 

t. 
Noted. It may, however, be pointed out thAt the 

scheme of reorganisation of the .anagement. structure 
of HSL as annexmced by the Minister of Steel in his 
statement made in Parliament on the 20th March, 1~68, 
envisaged only 3 full-time functional d :.rectors dealing 
with these specific areas namely, persOi nel including 
industrial relations, Finance and CODerdal activities. 
A post of Director (Production) which had been created 
temporarily and which fell vacant in Decell'ller. 1971 is 
not proposed to be filled. Hindustan Ste~' Limited 
has now created n post of Advisor (Technical) in the 
!lead Office to provide the necessary tecMl..:al assis-
tance to the Board. 

It may also he added that Government have since 
decided to set up a Holding Company for Steel and 
as~ociated input industries like c6kin~ coal. iron 
ore. ~lanfancse Cre etc .. The Holding C'dlTlany Idll own 
all the shares in the Puhlic sector corporations denl-
ing "Iith these industries and guide their work. 

[Ministry of Steel ~ m,nes (l1eptt. of Steel) 
C.M. No.ll-lIOlS/HJ/7l ParI. ullted 28th June, 1972.J 

It wi 11 also o~m all Government shares in t~le re-
levent joint sp.ctor companies IlT,d will also act as the 
nominee of the puhlic sector financial institutions 
which possess shares in private sector steel companies 
Dlining companies mining iron ore and manganese ore. refrac-
tory wlits and smaller steel producing organisations. 
nle Holding Company will formtlate long-term program-
mes of development. arrange for effective channelling 
of surpluses into further expansion of tbe industries. 
finance necessary technological changes and ill ovations 
coordinate and supervise the operations of these com-
panies 1n the connected sectors. 11lis docision has 
been taken ba~ically fOT the achievement of t;IO follow-
ing two objectives:-

e 

(a) Rapid growth of the industrial sector of the 
economy with the State as the Leading Agent of 
the growth Process. 

(b) Acquisition of ability by Government to direct 
investment into areas which are strategic from 
the point of view of future development. 

• Not vetted by Audit. 
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The Holding Company is expected to achieve econo-
mies of vertical integration and ensures coordinated 
growth at least cost the details of the scheme are 
being worked out at present. 

Reaommendation (SeriaZ No. JJ) 

TIle Committee finu that one of the reasons for 
increase in capital cost has been the delay in 
construction and commissioning of the plants. There 
have been inordinate delays (2-3 years) in the com-
missioning of some of the units of three steel plants 
both in the case of original one million tonne plants 
and their expansions. These delays result in higher 
capital costs on account of increased interest charges 
and administrative expenses during construction be-
sides escalations in prices. The Committ~e recommend 
that steps should therefore be taken to control the 
time taken for the construction and commissioning of 
the plants by making effective use of modern net-work 
analysis techniques like Programme Evaluation and 
Review Technique and Critical Path Method. 

The Committee further suggest that strict control 
should also be maintained over expenditure to ensure 
that there was no wastages or avoidable expenditure on 
the setting up of the plants. 

(Para 11.18) 

The COIIBIIittee's recolIIDenciations have been noted. 
It may, however, be added that .anageaent techniques 
like Progr ... e Evaluation and Review Technique (PEIn") 
and CtiticalPath Method (CPM) have been· and are bein 
used in the construction and eOlDissioning of _jor 
projects/expansions like 6th Blast ~aee Ca.plex, 
dev~lopment of Oalli Iron Ore ~ch.nlsed mines and 
the second sintering plant at Bhilai. The Board of 
IIindustan Steel Limited has also decided that a 
quarterly review of progress of all major projects, 
both in physical and financial term, should be pre-
sented to the Board so that suitable steps to control 
expenditure and arrest delay) could be taken in time. 
Further, the Board has decided that the consultants 
should also present and independent review of the 
variations in cost from time to time. 

{Ministry of Steel & Mines (Deptt. of Steel) a.M. No. 
1I-110l8/16/7l-Parl dated 28th June, 1972). 

*Not vetted by Audit. 
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Reconrnsndation (SBzoiaZ No. ~4) 

The Committee regret to note that the Hinduslan 
Steel Ltd. has suffered a cumulative loss of Rs.172.83 
crores by the end. of March, 1970. Even after 16 years 
of its establishment in 1954 it has been incurring 
heavy losses even now the loss ,heing Rs. 10.47 crores 
in 1969-70. ' Instead of providing any return on large 
capital investmen't (Rs.SS7 crores on 11arch 31, 1970) 
for all these 16 years, the losses incurred by 
Hindustan Steel Limited have wiped out 31\ of the 
equity capital. Of the three main steel plants, the 
loss suffered by Durgapur steel plant has been the 
highest, i.e., Rs. 83.54 crores as against Rs. 32.19 
crores incurred by the Rourkela (excluding fertilizer 
plant) and Rs. 26.03 crores by the Bhilai steel 
plant. 

(Para 11.26) 

One of the reaons advanced for the losses is the 
unremunerative sales prices which have been fixed on a 
gross block* per tonne of *of Rs. 1176 finished steel 
(largely based on the'~han block of TISCO) as against 
Hindustan Steel Ltd. is actual gToss block of Rs.2,40D 
per tonne after expansions of the plants. nle Com-
mittee would, however, like to point out that while 
considering the impact of higher capital cost on the 
working results of the company·, it is necessary to 
take into account the relatively higher degree of 
sophistication of the modem plants which are expected 
to yield higher production at lower cost as compared 
to the old plants. 

The Conur.ittee alsp find that there have been, 
increases in selling prices of steel. As pointed out 
in page 11.23, the average ex-works net selling price 
per toone of saleable steel has increased from 
Rs. 525 in 1965-66 to Rs. 638 in 1969-70, i.e., an 

'increase of 21.5 'per cent. But the cost of production 
has increased at a faster rate. The weighed average 
cost (excluding interest and depreciation) per tonne 
has gone up to the extent of 33.6 per cent during the 
corresponding period. The increase in selling price 
of steel has wide economic repercussions. The Com-
mi.ttee, therefore, emphasise the need to reduce the 
cost of production i~stead of having a vicious race 
between the cost of production and the selling price. 
The committee have discussed in detail in the prevlous 
chapters of this Report the various cost raising , 
factors, e.g., low production as compared to rated 
capacity, high cost of raisine raw materials in the 
captive mines and higher consumption rate of raw, 

*Not vetted by Audit. 
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material in the captive mines and higher consumption 
rate of raw naterials, 'over staffing, lower produc-
tivity of ,labour, etc. They feel that there is 
considerable scope for reduction in. the cost of pro-
duction of steel wit:l the consequent advantage of 
improving the worldn:;t results of Hbldustan Steel Ltd. 

(Para 11. 27) 

Government Reply" 

TIle various steps taken and/or proposed to b~ 
taken for keeping the cost of production of steel as 
low as possible have been mentioned under the relevant 
reconunendations made by the I.onunittee in regard to the 
various factors that lead to increase in cost. How-
ever, in considering this ~uestion, it would be 
necessary to take into account the .impact of the various 
escalations which have taken place or are taking place in 
~he prices of such of the raw materials as are purchased 
from outSide and stores and spares and escalation 
in wages, railway freight electricity duty, etc. 

(Ministry of Steel & Mines (Dcptt. of Steel) D.M. No. 
H-llOI8/16/71-Parl. dated 28th June, 1972) 

ReoolTlTleruiation (SfTl'ial No. 3S) 

The Hindustan Steel Limited being the largest pro-
ducer of steel, has made significant contribution to 
the industrial and economic growth of the country. 
Apart from providing employment opportunities to a 
large number of persons, the undertaking has also, con-
tributed to the growth of dissemination of t~nchical 
know-how in addition to the production of steel. TIle 
export of steel by the HSI. to various countries il}_.the 
world has been on the increase amounting to over'Rs. 4S 
crores in 1969-70 which represents more than half-the 
share of export of Indian steel. It has helperi thereby 
in earning valuable foreign exchange and raising the 
image of Indian Steel. 

(Para No. 12.1) 

Gove~nt's Reply 

This is only an observation. 

No cosaents. 

[Hinistry of Steel & Mines (Deptt. of Steel) 
O.M. No. H-l1018/16/71/Parl. dated 30th June, 1972.] 

*Not vetted by Audit. 
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RecO/'Iff'Iendation (Ssrial .'lo. 36) 

The examination of lIindustan Steel Limited has, 
however, revealed seriolls deficiencie~ in the working 
~of this undertaking which are summarised as follows:. 

(i) Low production in all the plants. 

(ii) High cost of production. 

(iii) Higher rate of consumption of raw materials. 

(iv) Overstaffing and 1014 productivity. 

(v) Heavy capital expenditure (Gross block) re-
sulting in higher depreciation and interest 
charges. 

. (vi) Heavy recurring losses. 

The above deficiencies have been dealt within de·· 
tail in the concerned chapters of the Report. 

(Para 12.2) 

GoVI!I'7"nI7Ie11 t Rep ly 

Noted. Government replies to the relevant recom· 
mendations.in regard to these deficiencies have been 
~iven at the appropriate places. -

[Ministry of Steel & ~!ines (!'leptt. of Steel) 
O.H. No. H.IlOI8/16/71·Parl. dated 28th June, 1972J 

Recamrendation (Serial flo. 37) 

To sumup, the Committee have come to the conclusion 
that to earll success the IIindustan Steel Ltd. should 
(i) maximise production (ii) Improve industrial rela· 
tions (iii) Effect economy through cost control measures 
and (iv) strive for fair return on investment made and 
obviate losses. 

(Para 12.3) 

The Cor.unitteA are of the oplnlon that for the 
realisation of the objectives highlighted above, much 
Idll depend on the joint .il,litiative of llilldustan, 'Steel 
Limifed and the Govenllnent. The Undertakings Gove:z:n· 
ment shoUld study in depth' the deep rooted {actors 
that stand iJl'the~way of production, cost control.and 
profitability and should make a determined effqrt to 
~eliminate them. The Committee have every reason to 
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believe that this undertaking will grow into a success-
ful enterprises and make even greater contribution to 
national economy provided remedial steps are taken 
forthwi th by the undertaking/Government with imagina-
tion and firmness. 

(Para 12.4) 

Government RepLy 

Both the Government and the Management of I~industan 
Steel Limited are fully conscious of the need for step-
ping up prodUction from the steel plants to capacity 
levels, to improve the financial working of the Company 
~and 'to ensure that it runs on sound business and com-
merClal lines. TIle various measures taken in the areas 
of production, cost control, industrial relations etc. 
have Leen mentioned at appropriate places in response 
to the recommendations of the Committee. As already 
stated, the working of the Company and its various units 
1s periodically reviewed by Gove~ent througkT •• t 
Force Meetings ... d Quarterly Reviews and aU,··Possible 
assistance is given wherever required. 

[:.1inistry of Steel & Mines (Deptt. of Steel) 
a.M. No. ll-lI0l8/l6/7l-Parl. dated 28th June, 1972] 



CHAPTER III 

RECOMMENDATIONS WHIOi 'mE CO~·II1TEE DO NOT DESIRE TO 
PURSUE IN VIEW OF GOVERNl-IENT'S REPLIES 

ReoorrrnendationB (Sel"ial .'10. 9) 

The Comittee are unable to agree with the view of 
the Secretary of the Ministry that since the domestic 
selling prices in some other countries are higher than 
the ex-works price of Steel in India, the cost of pro-
duction in these countries could be considered as.high. 
It will be incorrect to draw ,any conclusion about the 
comparative cost of production in India and other count-
.ries by comparing th~ ex-works prices in India with the 
domestic Rrices in other countries for a particular 
month. Por any meaningful conclusion. the ex-works 
prices should be compared with the ex-works prices in 
other countries. 

(Pata No. 4.11) 

The Committee would also like to point out that 
while co~aring the cost of production in H.S.L. with 
that or other producers of Steel in India in the Private 
Sector. it is imperative to take into account the re-
latively higher degree of sophistication of the modem 
plants of H.S.L. which are expected to vield higher 
production at a lower cost as compared to the old plants 
belonKing to the Private Sector. 

(Para No. 4.12) 

Reply 0' Govemment • 

While it is agreed that for a comparison on a like 
to like basis. sz-works prices of steel in India should 
be compared with ez-~orkB prices of steel in foreign 
countries. such a comparison has not been-possible as 
ex-works prices in foreign countries are no~ available. 
It was in this context that it was suggested that some 
idea of the comparative costs of production can be had 
by comparing ex-works prices in India and domestic 
prices in foreign countries. particularly as most of the 
foreign countries do not have freight equalisation 
policy and excise duty. 
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. The figures of works cost of production in public 
~~. private sector steel plants in India given in the 
'R~ort relate to steel ingots. For purposes of inter-
plant comparison, the degree of sophistication of HSL 
Plants upto the steel making stage (particularly Bhilai 
an~ Ourgapur) is not markedly different as compared to 
prlvate sector steel plants. 

• The office of the Comptroller & Auditor General of 
India, New Delhi have vetted vide their letUr No. 
l297-CA.III/4.72, dated 19.8.72 which is reproduced: 

''1't'ho have no remarks on the Ministry's proposed 
reply except that the statement in the last sen-
tence of the reply is not. succeptible of verifi-
cation in Audit". 

[Ministry of Steel and '·'ines (Deptt. of Steel) 
O.M. No. H-l1018/l6/1l-Parl. Dt. 25.8.72.] 

Recomnendiztion (Sena1- No. 1-7) 

The Committee find that the :lehntab Committee had 
suggested the coke ratt: of 751) Kg. per tonne after tal--
ing into account the quality of raw materials available 
in the country. Considering the very low coke rate in 
other countries which was uetween 500 and 650 kilo per 
tonne, the coke rate of 750 Kg. suggested by the !,lehatab 
Committee cannot be considered unattainable. On the 
contrary, the Committee regret to find that the actual 
consumption of coke has been much higher. (Bhilai 813, 
Durgapur 922, Rourkela 939). It has surprised the Com-
mittee more to discover that the norm has also been 
fixed much higher than the target fixed by ~lehtab Com-
mittee. The Committee, therefore, recommend that ef-
forts should be made to achieve the target of coke rate 
of 750 Kg. per tonne through efficient operation and by 
adoption of improved techniques. (Para 5.70) 

Ttle Comrni ttee also find that the rate of consUBlp-
tion of some of the otller raw materials had also been 
higher than the nol'lll5 laid down by the Norms COllllllittee. 
TItUS, the 'Pc' consumption through iron ore, sinter and 
scrap per tonne of hot _tal in the 8hilai Steel ,Plant 
was higher than in the nOra! laid down. The rate of 
consumption of pia, iron ore and Pe~ianese in the 
steel melting shops of all the three steel plants has 
also been higher. It is also noted that the Nol"llS Com 
mittee has fixed these nor.s on the basis of past per-



57 

fomance and these were eonsidered 'achievelibl~ r; under 
the existing operating.conditions. The Committee, 
therefore, recommend that the reaSQDS for variation~ 
between the actual consumption and the norms fixed 
should be periodically analysed in detail with a-view 
to eliminating excess consumption and/or wastage. 

(Para No. 5.71) 

Reply of Govemment • 

According to the Report of the Norms Co .. itt .. , 
the Committee had formulated the noms of consuinpdon 
of raw materials under'the existing conditions and 
taking into account statistical data already available 
in respect of the average past performance, the best 
performance achieved in the'past and the 'designed capa-
city 'at maximum efficiency so as to arrive at the "best 
attainable" target achi~veable ID'lder the existing opera-
ting conditions. The Co"ittee,had also indicated in 
the Report that since the plants were not wotling to 
their full rat.ed capacity and 'in view of the progres-
sive fluctuations in the quality of raw materials, it 
wouid neithet be feasible nor /realistic to prescribe 
norm~ which would hold good for all times to come and 
that the norms recommended should be reviewed periodi-
cally. 

!be Management of Hindustan Steel Limited is quite 
conscious of the importance of reduced coke ratp for 
increase in blast furnace productivity and for bringing 
down the cost of production. They however, feel that 
with the existing conditions of raw materials, particu-
larly, coke, iron ore and Limeston~, and in the e~i&ting 
circumstances it may be difficult to achi~ve coke con-

_sumption rate of 750 Kg/Tonne of h .... t metal. Jbr u:~ 
, ample.] if the numing of the ,blast, furnaces is unsteady 
du~ to labour troubles, consump~iofl of more coke hecomes . 
inescapable. Similarly, coke rate i~ directly linked 
with the ash content of the coke. efforts, however, 
continue to be made for bringing doWn the coke rate and 
it is expected that with the_higher usage of sinker and 
through better and more efficient operation, etc, a 
gradual reduction would be aChieved. 

2. The recommendation of the Committee that the 
reasons for variation between actual consumption and-the 
norms fixed for other raw materials should he analysed 

. -periodically ha:; been fixed. In fact, a periodiclllJ 
review of major cost variances hoth in resr~ct of usage 
and price of raw materials in relation to t~c out-;lIJts 
is already being carried out by the Company. 



58 

[~.!inistry. of St .. l a Hines (Deptt. of Steel) 
O.H. No. H-llOlB,'16/7l-Parl. Date: 3rd Oct •• 1972.] 

Ful'thel' information ask.d fol' by the Catm!ittse 

What 11a5 the actua~ coke rate in each' plant 
during 1970-71 and 1971-72. Did it show any 
improvement ov~ that in 1969-70? If not, 
what were the reasons? 

(Lok Sabha Sect. OM No. 18PU/71 dt: 16.2.71) 

r GovBl'PllUnt R~1.II· 

The actual co);e rate ilt' each plant during lS70-71 
and 1971-72 as compared to that for the year 1969-70 is 
givon below: 

Coke reate (kg./tonn8) 

Chilai steel plarit 
:lurgapur steel pljlJlt 
P.ourl_ela steel plant 

19fJ9-70 1970-71 1971-72 a. : I 
813 
922 
939 

810 
931.' 
9tl1 

810 
949 
928 

TIIP, coko rate at Bhilai stoel plant showed an im-
provement durin~ 1970';'71 and 1!l71-72 as compared to 
1969-70. 

There was sUbstantial improvement in the coke rate 
achieved at'Rour'kela steel plant in 1970(71 as· compared 
,to the rate in 1969-70. The~~te. however, went up in 
i 1971-72 but this, was due to 'the breakdown in the steel 
melting shop when its roof collapsed in July, 1971.' 
This adversely affected the operation of the blast fur-
naces. 

TIle main reason for the higher coke rate in the 
"Durgapur steel plant has been the erratic operation of 
the blast furnaces, mainly due to labour troubles. 

[Ministry of Steel and Mines O.H. No. Coy(I)-3(37) 
/71-11 dated 1.2.73.] 
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CilAPTER IV 

RECOMMENDATIONS IN RESPECT OF WIIICH REPLIES OF GOVERN-
MENT HAVE NOT BEEm ACCEPTED BY 11m COt-t4ITI'EE. 

Reoolmltmdations (Serial No. Z) 

The Committee regret to note that in the agreement 
entered into with the Consultant for Alloy Steels Plant 
(MIs. Dastur Co.) in December, 1959, the payment of fee 
was linked to a certain period of time instead of pro-
viding fee for completion of specified works within 
stipulated period with suitable penalty clauses for 
non-completion of work within the time limit. Inspitc 
of the experience of the original agreement the sanc 
defective provision was allowed to continue in the 
agreement for extension of consultancy services in l!I(S 
due to non-completion of the worJ... within the orizinal 
schedule. As mentioned in paragraph 2.8 the Committee 
on Public Undertakings (Third Lol; Sauha) recommended 
in April, 1966 that Government should ensure that they 
did not in future enter into .consul tancy· agreements on 
these terms. The Committee are distressed to note 
that although the Government accepte(~ this recommenda-
tion in January, 1967. the agreement with the.Consul-
tants was extended twi'ce. Linking the additional fees 
with a period of time instead of completion of the 
remaining work. The Committee desire that this matter 
should be looked into by Government I~ith a view to fix-
ing the responsibility for entering into defective 
agreements in the course of extending the services 
of the Consultants, ignoring their own experience 
of the original agreement and the rccommendation of 
the Committee on Public Undertakings. 

(Para No. 2.1<1) 

REPLY 

The Consultancy Agreement with :lessrs. D3stur 4 
Co. was extended as under from time to tir::e:-



Period Duration Fees paid 
Rs. 

1. Original 22.12.1959 5 yrs. 88 Lakhs 
Agreement to 

21.12.1964 
2. First 22.12.1964 3 1/2 SS lakhs 

F.xtenSion to yrs 
21.6.1968 

8 1/2 143 lakhs 
yrs. 

3. Second 22.6.1968 1 yr. 6 lakhs 
Extension to 

21.6.1969 
4. Third 22.6.1969 3 1.5 lakhs 

Extension to months 
21.9.l!>69 

S. Non-resi- 22.9.1969 3 Free 
dential to months 

21.12.1969 

1 1/2 7.5 lakhs 
yrs. 

Total (A + B) 10 years 150.5 lakhs 

It will be ~een from the table given above that 
Second and third extensions together work out to the 

15\ in terms of tenure and 5\ in respect of fees as 
compared to those under the original agreement and 
the first extension together. 

2. The reason why in these two extension 9Bses. the 
fees were not linked to completion of spec!fied 
works within stipulated periods with suitable penalty 
clause for non-completion of work within the time 
limit. as per earlier recommendation of COPU accepted, 
by the Governaent in 1967. are given in the succeed-
ing paragraphs. 

3. By the time the first extension expired. all 
Works were physically completed and all shops had 
gone into production. All that remained at that 
stage was a few Final Acceptance Tests'and final 
determinaion of the different contract~. Progress 
on these items depended largely on the contractors 
and the Alloy Steels Plant rather than on the Con-
sultants. 
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4. However, despite the above position, while 
negotiating the terms of the second extension, efforts 
were made by Hindustan Steel to ~elink thep.~t of 
fees from period of time. The consultants "aid not 
agree to this and they insisted that the terms of, 
payment of fees should be on the same lines as under 
the first extension. In the circumstances and as 
induction of new Consultants at that stage for com-
pleting thes~ residuary services was just not prac-
ticable, HindustanSteel had now other alternative 
but to grant the second and third extensions to 
Dastur Co. linking the fees to a certain specified 
period as in the case of their original agreement 
and the first extension thereto. 

S. This apart, the recommendation of OOPU accePted 
by the Government, was that "Government should ensure 
that they did not in future enter into Consultancy 
Ag"reements on these terms (1 inking payments of fees 
to a certain period of time).~ It is submitted that 
this can be taken to apply to major extensions, if 
any, to be given to the then existing contracts for 
Consultancy Services or- to a fresh contract for ex-
pansion of Alloy Steels Plant or for contracts for 
any new Plants to be set up and not to extensions, as 
in this case, which were very minor in nature and 
which were meant to cover residuary works '~..r 
physical completion of the WOl'kB. 

6. It will be seen from the foregoing that despite 
the extensions being of minor nature and meant to 
cover residuary work, efforts were made to del ink 
payment from period of timekeeping in view the re-
commendation of COPU but this did not prove pract-
icable. 

7. In the circumstances, a further examination 
with a view to fixing responsibility would not 
appear to be necessary. 

(Ministry of Steel and Mines (Department of Steel) 
Office Memorandum No. H-Il018/l6/7l-Parl. dt. 8.9.72] 

Comments of the Committee 

Please see paras 1 to 3 of Chapter I of the Report. 

Recorrunendation (Sena' No.3) 

It is seen from the above table that the total. 
production of steel ingots in the three steel plants of 
IIindustan Steel Limited had come dOIll1 from 70\ of the 
rated capacity in 1967-68 to 67\ in 1969-70. In the 



caserS' of Rourkela and Durgapur Steel P-lants •. the produc-
tion in 1969-70 had gone down as low as 61.3\ and 59.3\ 
of the rated capacity respectively •. In~~pur Steel 
Plant, the production was even less than that achieVed 
before the expansion of the plant. The production . 
in 1969-70 was only 8.18 lakh tonnesas against 10.06 
lath tonnes in 1964-65. 

(Para 3.7) 

The Committee regret to note that the production 
was not only subst~tially lower than the rated capa-
city but even lower than the attainable capacity which 
according to the .analement had been arrived at after 
taking into consideration the normal gestation period 
and other constraints like imbalances arising out of 
l~k of machines facilities with the chain of produc-
tion. The Lower production of Steel as compared to 
capacity means higher ~ost.of production and financial 
lOIS to HSL and produces a heavy impact on the whole 
econo.y. There has ~en considerable scarcity of 
steel in the market resulting in high open market 
prices. The import of steel to meet the demand also 
results in loss of valuable foreign exchange. Had 
the three steel plants worked in their rated capacity. 
an additional 18.99 lakh tonnes of ingot steel would 
have been available to the country,) It is. therefore. 
imperative that urgent and effective ~eps are taken 
to improve production performance of the steel plants. 

(Para 3.8) 

Government as well as the mAnagement of HSL are • 
equally conscious of the urgent need to step up produc-
tion from the steel plants and to reach capacity level 
production as rapidly as possible within the limitations 
imposed by the special problems faced by the plants such 
as trouble in the coke ovens, the unfortunate roof 
colalpse at Rourkela and a distrubed industrial re-
lations situation at Durgapur. the management of the 
Company is making all possible efforts in this direc-
tion. These include specialised repairs ~to coke 
ovens, use of alternative fuels to supp,lement gas 
availability, oil firing in certain furnaces to augment 
fuel resources, improved maintenance aimed at the 
better equipment availability. speeding up of capital 
programmes required to correct existing imbalances in 
production facilities and planned procurement of 
spares, refractories and other essential materials. 
In the area of industrial relations, efforts continue 
to be made to ensure that industrial disputes are 
settled by negotiations and the cooperation and 

= 
*Not vetted by Audit. 



63 

parti~ipation of workers in theGproduction 
effort is not hampered. With the cooperation and 
assistance of the, State Government, an agree.ent 
has been recently Signed between the Unions and 
the managements of the Durgapur Steel Plant and 
the Alloy Steels Plant for the establishment of 
Joint bodies in the Plant and a State-level Con-
sultative Council for the speedy settlement of 
Industrial disputes. Hindu,tan Steel Limited has 
also evolved new production ~ncentive schemes 
designed to motivate labour productivity, dis-
courage absenteeism and reduce overtime payments. 

1'he Government also keep constant watch on 
and review the performance of the units and the com-
pany through periodical Task Porce meetings and 
redner all the assistance that is required. 

[Ministry of Steel & Mines CDeptt. of Steel) 
C.M. No. H-l10l8/l6/7l-Parl. dated 28th June 1972T 

Baoths%' infomation asked for by ths Cormtitue. 

Ca) What was the percentage of rated capacity 
achieved in each plant in 1970-71 and 1971-72 
and how did it compare with that achieved in 
1969-70? 

Cb) What were the reasons for low production des~ 
pite the various measures stated to have been 

taken to reach the capacity level production? 

oU,ok Sabha Sect. OM No: 18PU/71 dt: 6.12.72] 

Ca) The percentage of rated capacity achieved in 
each of the plants during the years 1970-71 and 
1971-72 as compared to that in 1969-70 in tems of 
ingot steel is indicated below: 

Bfti1ai steel plant 
Ourgapur lteeI ]fIant 
Rourkela steel plant 

1969-70 1970-7] 1971-72 
74 
51 
61 

78 
40 
58 

78 
44 
46 

(b) Although the production of ignot steel in the 
Bhilai steel plant in 1970-71 and 1971-72 was higher 
than that in 1969-70, it was still considerably lower 
than the installed capac! ty • The maj or' techn ical 
constraints affecting production in 1970-71 rose 
mainly from the unsatisfactory supply position of 
-Not vetted by Au~.t. 

-
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refractories, ,bO't~ 1n terms of quantity and quality, 
s~e unexpected d1fficulties in blast furnace No:4 
and in the blooming mill and the relatively "longer 

ct!me tak~n in the completion of certain repairs. In 
1971-72 a major break-down in some of the coke oven 
batteries in May, 1971, resulted in shortage of coke 
for the blast furnaces and inadequate availability of 
gas fer thf steel melting shop and the mills. 

In the Durgapur steel plant, production was 
affected principally on account of continued dis-
turbed industrial relations situation. The number of 
manhours lost on account of labour troubles and the 
value of productiOn lost were as under: 

Man-hours lost 
Value of production lost 

1970-71 
1,763,660 
Rs.ll.16 
crores 

1971-72 
812,667 
Rs.6.24 
crores 

Equipment troubles and the poor condition of the 
coke ovens and oven equipments resulting in shortage 
of coke and gas were the other constraints to higher 
production. 

The 'production in the Rourkela steel plant was 
adversely affected in 1970-71,mainly on accoWlt of 
di5tru~ed industrial relati9ns in the (irst half of 
the year, strike in South-Eastern Railway in July-
August, 1970, power-cuts from Hirakud grid, certain 
technical break-downs and some serious problems in the 
coke ovens in Febru\l.ry 1971. During 1971-72, the 
shortfall in production was mainly due to ths collapse 
of the roof of the stee 1 me 1 ting shop in Ju] y, 1971, 
which seriously affected 'the operation of the entire 
plant for several months. An additional const~aint 
was the poor~performance of the coke oven batteries 
in general which resulted in a reduction in the 
supply of coke and gas. 

It may be added here that by the very nature of 
the operations .involved in an integrated steel pl,ant, 
the full impact of the various measures taken to im-
prove production would be felt gradually and over a 
period of time. Some improvement is already notice-
able in the case of Bhilai and Rourkela steel plants 
where the ingot steel productiDTl during the period 
April-December, 1972, represented 81.3\ and 63\ of 
iJutalledcapacity respectively • 

. (~unistry of Steel & Ulnes (Department of Steel) O.!-I. 
No: Coy-I-3(37)/71-I1 dated 1.2.13.] 



65 

Comments of the Committee 

Please see paras 4 to 10 of Chapter I of the Report. 

Reaormlfmciation (Serial No.4) 

The CO~Rittee.view with concern the shortage of 
refractories required by the Steel Plants which ac-
cording to Hindustan Steel Limited was a serious 
impediment to raising production.' In spite of long 
established refractory indus~ry in India HSL to import 
substantial quantities of refractories at considerable 
cost. The orders for imports during 1970-71 were 
likely to be of the order of Rs. 10 crores. The Com-
mittee. however. feel that with proper planning and 
foresig~t it should have been possible to place orders 
for the import of refractories well in time to avoid 
shortfall in production due to the shortage of 
refractories. 

Tile Committee have also been informed that for 
the production of high quality refractories. the 
Government have decided to set up a refractory plant 
in the public sector at BhiIai with a capacity of 
1.00.000 tonnes after due consideration of the in-
stalled capacity of the refractory units in the 
private sector and the economy of this project. It is, 
unfortunate that an earlier proposal to set up a 
refractory plant of sufficient capacity to meet the 
requirements of the steel plants. was drop~ed by 
Government in necemllcr. 1~6S after incurring an ex-
penditure of ~. 17.:14 Lakhs on the preperation of 
Preliminery and detailed Project Reports. 

According to the ~Iinistry. the assessment of the 
situation made at that time indicated that except for 
carbon and/or graphite refractories there was suffi-
cient capacity in the country to meet the clemand for 
refractories by tt.e Iron anrl St;eel Industry rl\lrin~ 
the Fourth Plan period. On the other hand. the 
Committee were informed by nSL that they were firmly 
convinced that without the proposed refractories 
plant. the steel plants will run into serious dif-
ficulty due to the inabi~ity of private sector 
refractories industry to meet the growing ·demands of 
the steel industry for the refractories of 
required quality. Th~view of HSL has been justified 
by the present serious situation caus~d by the non-
availability of refractories of the requisite quality 
and quantity for the steel plants.· The Committee 
have not been infOraod of the reasons which led the 
Governunt to a .cODClusioa contrary to their own 
earlier decision and the views' of the H.S.L. The 
eo..lttee have been inf~ that the decision for 
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not setting up the refractories plant had been taken by 
the Government on the basis of its own assessment al-
thou6h the Indian Refractory Makers Association had 
also represented to the Government that the creation of 
additional capacity would not be, justified. The Commi-
tee, however, have the apprehension that the decision 
of Government' was largely influenced by the representa-
tion of Indian Refractory 14akers Association rather 
than by their own realistic assessment of the prospec-
tive demand and supply for the refractories after tak-
ing into consideration the views of II.S.L. The result 
has been that there was loss of production of steel due 
to the shortage of refractories and avoidable expendi-
ture on import of refractories. The Committee note 
that the Government have taken a decision to set up a 
Refractory'Plant in the Public Sector and are of the 
opinion that there is need for taking realistic demand 
-surveys before deciding to set up a project or other-
wise in fut~e so that the projects are set up in ac-
cordance'with/the realistic demands. 

(Paras 3,.40 and 3.41) 

Govemment Rep 1-11 

As regards the oartter proposal to set up a Refrac-
tories Plant in the public sector at Bhilai, the posi-
tion has already been explained to the Committee vide 
Govt. reply (duly vetted by Audit) sent under cover of 
this Ministry's O.M. No.H-110ls/21/70-Parl. dated the 
1st May, 1971. M pointed out therein, the decision 
not to set up a ~efractory plant taken in Deceaber, 
1965, was based on an assessment made, in consultation 
with the concerned Government agencies, of the existing 
or approved capacity 'for t~e manufacture of refractories. 
The conclusion reached was that there was sufficient 
capacity in the country to Jleet the demand for refrac-
tories from the iron and steel industry during the 
FOurth Plan period except for carbon/graphite refrac-
tpries, the demand for which was too small'to justify 
the setting'up of a refractories plant,at the cost in4i-
cated by the USSR Gove~t. The decision was based 
on an assessment of the position made by Government it-
.elf and was not "largely influenced by the representa-
tion of Indian Refractory Makers Association", though 
the Msociation also did represent to Government that 
the creation of additional capacity would not be justi-
fied, Unfortunately, however, the indigenous refractory 
.. ker. failed to meet the full requirements of the iron 
"d st •• " industry at a later date for a variety of 
rea.ons; leading to .horta,e of refractories and their 
i~rt. These reasons have been mentioned in the Gov-
ernment reply referred to above. 
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2. In January, 1971, Government appointed a Com-
mittee under the Chairmanship of the Senior Industrial 
Adviser, Department of Steel, to make a quantitative 
estimate of the requirements of different categories of 
refractories, to a.sess the existing installed capacity 
and to ex .. ine and recaa.end the extent of additional 
capacity which should be set up to meet the operational 
and aaintenance requirements of the Steel Plants and to 
ensure that the production of refr.ctories kept pace with 
the steel deve10pllent prograaae. Part I of the report 
of the Comaitt.e containing a long-term assessment of 
demand and availability and recommendations for bridgina 
the gap between the demand and availability has been 
received. The various recommendations made by the Com-
mittee are presently under consideration and implementa-
tion by Govt. and would result in increased production 
and improvement in the quality of refractories from 
indigenous sources. 

3. As already known to the Committee, Government 
have sancti~led the setting up of refractory plant at 
Bhilai with an annual capacity of 1,00,000 tonnes of 
refractories, of which 60,000 tonnes will be fire- ,-' 
bricks, 30,000 tonnes basic bricks and 10,000 tonnes 
silica bricks. Capacity for silica bricks is proposed 
to be doubled to 20,000 tonnes as recommended by the 
Committee referred to in the previous para2raph. This 
would increase the overall capacity of the plant to 
1,10,000 tonnes. The project iS,likely to be commis~ 
sioned in 1975. 

4. The Government have acquired ~!/s Asian Refrac-
tories Limited. It will cater to the requirAPlents of 
fire-clay bricks of Bokaro Steel Plant. 

5. In order to ensure proper planning and timely 
availability of stores and spare~, refractories, ro1l5 
etc. Hindustan Steel Limited has drawn up a 3 year 
Rolling Plan so that the required items, whether im-
ported or indigenous, are not only planned for and 
secured in time but are also available when required. 
This should considerably reduce procedural clelays in 
providing foreign exchange. Further, bulkinf of de~ands 
could not only save money·.!n procuremont hut also help 
in import substitution. 

[Ministry of Steel'G M[nes (Deptt. of Steel) 
C.M. ~o. H-lI018/16/71-Parl. datod lOt!, August, 1972.] 

FUrther RepZy of Covernment 

At the time of preparation of r;ovor:unc,lt' 5 earli or 
reply it \~as'p'::pccted that the Detailed rrojcct Rcport 
IVoulr1 be received, con!liriel'c,l and approved by the e~d 
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ot '1972 , r.eckoning about 3 years required ,for the exe-
cution of the Proj cct. we had mentioned' in the earlier 
reply that the Plant was likely to be cOllBllissioned in 
1975. However, the p'X'climinary tests of raw materials 
conducted ,did not come up to expectations and further 
tests on ~w materials drawn frdm different sources had 
to he conducted. Consequently. the cOllsideration of the 
J)PR by thellSL and the finalisation of the Collabora-
tion agreeaent with MIs. Belpahar Refractories Ltd •• 
was delayed. MIs. Belpahar Refractories ttd •• 
have now been appointed as production consultants. ~ 
a rr.sult of discussions which have since taken place 
a~on!: !1f,1.. Belpahar Refractories Ltd. and the' Hetal-
lur,!ic9.l Engineering Consultants India Ltd •• the Project 
report has been finalised by HSL. This would be con-
sidered by the Steel Authority of India shortly and sent 
\1i th its recommendations to the Government for sanction. 
From the elate of issue of the sanction to the OPR. it 
"ould take about tlaree years to complete the Project. 
It is expected that·this will be by the end of 1976. 

[Ministry of Steel & Mines D.O. No. COY-3(37)/7l-I1 
dated 3rd September. 1973.] 

Corrments of th8 COrmritteB 

Please see paras 11 to 13 of Chapter I of the 
Report. 

Reccmnendation (SeriaZ No.8) 

TIle COllBllittee are not satisfied with the reasons 
advanced for abnormal low production in wheel and axle 
plant. They agree that in an integrated steel plant 
the overall conditions have an important Dearing on the 
performance of a particular unit. rhe Committee. how-
ever. find that the production in 1969-70 i1\ the wheel 
and axle plant has only been about IS per cent of the 
rated capacity whereas the production of .teel ingots 
\1aS about 60 per cent of the rated capac! ty. The over-
all low production of steel in Ourgapur Steel Plant 
could therefore hardly explain the unsatisfactory pro"-
duction performance of the Wheel and Axle Plant. The 
10l~ prO<.luction in this plant not only resulted in loss 
to :ISL but also affected the produtcion of rail coaches 
and wa~ons. There was also drain of foreign eXChange 
on t~e import of wheelsets which became ne,cessary due 
to low production in this plant. One of the reasons 
for low production as pointed out by Audit was that 
I~ere was lack of control over the production of in-
gots of required sizes." The result was that these in-
gots did not give the required number of wheel blocks 
and consequently there was lower yield and lower output 
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of finished wheels. This matter has been analysed in 
detail in the following paraaraphs. The COmmittee re-
commend that the Ministry should make a detailed enquiry 
into the working of this unit to find out the real 
reasons for abnormal low production and remedial .ea-
sures should be taken to improve production perfol'llllnce. 

(Para No. 3.56) 

Reply of GoV6Jmment It 

Abnormal conditions in West Bengal. ~lfested by 
the disturbed law and order situation and acute inter 
union rivalry with political overtones. did have a 
serious advers ... effect on indus'trial relations in Durga-
pur Steel Plant. particularly in the Wheel and Axle 
Plant where the jobs are entirely depen~t. Onindivi-
dual human effort. 

Since the steel production in the plant -has not 
exceeded the I million tonne mark even after expansion. 
the machines installed· in Wheel & Axle Plant in the ex-
pansion stage were not manned and operated. ""e pro-
duction in Wheel and Axle Plant during 1969-70.'1970-71 
and 1971-72 was 20.1\. 26.+% and 17.8\ respectively at 
the capacity of 45.000 wheel-sets at the million tonne 
stage. 

As the output rate depands primarily on the rejec-
tion at various stages of operation and the cycle time 
for the various operations. studies were conducted in 
the Plant in 1967 to set ~ out the norms and standards OR 
various operations and activities. Based on these fig-
ures. if no additional balancing equipments are instal-
led in the Wheel and Axle Plant. the· annual capacity. 
has been assessed at around 58.000 sets against 75.000 
wheel-sets in the expansion stage. 

Action has been taken for renovation and recondi-
tionlng of machjnes and also to tackle the maintenance 
problems by carrying out capital repairs and adhering 
to better maintenance schedules. On receipt of needed 
spare parts the Press has been recently overhauled. 
With the help of an U.K. Expert. reconditioning of mac-
hines is also in progress. 

fhough a revised incentive scheme was introduced 
in September. 1970 as ~r the reco.-endations of Hydera-
bnd Staff College. it has not paid any dividends so far 
due to the unfavourable industrial relations situation. 

lIowever. it has been decided tflat l'industan Steel 
Limited. should set up a~ internal enquiry with the 

, * Not vetted by Audit.· , 



70 

help of SOllll technical persons to eDa1ne the problem 
once again with .. view to· reco.end1n.a steps that can 
be taken within the constraint of:labour trouble, to 
improve production. 

[Ministry of Sreel and Mines (Department of Steel) 
Office Memorandum No. H-l1018/16/71-p6I'l.idt. 31.10.72.] 

According to the reply. it has been decided that 
Hindustan Steel Limited should set up an internal 
inquiry with some Technical Persons to examine the 
problems once again with a view to ~ecommending steps 
that can be taken within the constraint of labour 
trouble to improve production.· Has such an inquiry 
been held and if so what were the findings of the 
inquiry and what action has been taken thereon? 
(L SS C.M. No. 18 PU/71 dated 27.1.73). 

Hindustan Steel are yet to set up the proposed 
internal inquiry. They will be doing so very soon 
and as soon as the report of the inquiry is received, 
further action will be taken under intimation to the 
Committee on Public Undertakings. 

[Ministry of Steel 6 Mines (Deptt. of Steel) 
C.M. No. Dur-18(1)/72 dated 15.3.1973] 

CorrrtNmts of tn. Conrrritt •• 

Please see paras 14 to 17 of Chapter I of the 
Report. 

RfJ"orrmendations (S.riaZ No. 16) 

The Committee regret to note that as in the 
case of other mines, the working of the .an-
ganese ore mines presented a dismal picture 
of very low production and abnormally high 
cost of production. The Committee ~re sur-
prised to fipd that the H.S.L. accepted for 
exploitation·those areas which are not eco-
nomically mineable. The average output from 
the mines during 1965-66 to 1969-70 has been 
about 1.5 per cent (approx.) of the total 
quantity required by the Plant and the cost 
of raising has &lso ranged between 10 times to 
about 2 times (approximately) the cost of ore 
.purchased from open market. These mines are 
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hardly serv~ng any purpose except .ddinl~ 
the avoidable .expenditure ,year by y~ar due to 
abnormally high cost of raising ~re. .~~ Co.-
mittee therefore reco ... nd that the desirab~lity 
of continuing th~ mining of manganese ore f~ 
these captive mines should be exa.ined in the 
background of its existing perfor.an~e ~ithout 
any further loss of time. , 

(P'ara No.5. 58) 

In the year 1955 •. when raw materials sources for 
the Shilai Steel Plant were b~ing prospected, although 
virgin areas for iron ore, Limestone; dolomite etc. 
were available, for manganese ore no virgin areas were 
available for exploitation. This was mainly because 
of tHe manganese export boom that was prevailing during 
the period. It was decided and agre'ed upon that from 
the available free hold areas. the State Department 
of Geology and Mining, M.P. would recommend to the 
Bhilai Steel Plant a few areas where after prospecting,' 
areas were to be developed for mining operations. None 
OT ~hese de os its were prospected deposits. Only on 
the basis surface indications. some mining activ-
ities took place and in most of the cases the easily 
mineable ore was taken out. These areas were subjected 
to prospecting. 'For those areas in which prospecting 
yielded no results, a general policy was adopted to 
surrender the properties. 

, Subsequently in 1970 Shilai ~ame to know that the 
areas made '~vailable to thew would not yield the re-
quisLte reserV~s of manganese ore for economic exploi-
tation, Bhilai further moved for obtaining Mining leasf: 
of those areas which were thrown open. None of these 
areas was prospected earlier. There ~lso, easily ex-
plOitable ore had been m,ined out. Detailed prospect-
ing was conducted by Bhil~i in those areas and in ~st 
of the cases, it was see that practically no reserves 
were available. Some exp oitation was being conducted 
in a little reserve that fould be established along 
with the prospecting ope~tion. 
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The position of available reserves of Manganese 
Ore is indicat~ below: 

Zone No. Areas 

I Bakoda groups of Mines (BakQda, 
Bachatikur, Mamthi and 
Pandewada) 

III Shankar Piparia, Hatoda 
and Mohgaonghat 

IV ChUmar. 

V Kochewahi and Bosijhari 

Reserves 
(Tonnes) 

3400 
working 
depth 15M 

20,000 
working 
depth 
IS M in 
Shankar 
Piparia 

15,000 
wor~ng 
dep!t 15M 

15,000 
working 
depth 15M 

Mining of,manganese ore, so far,has not been 
taken up on a ~ent footing since an economically 
exploitabl, deposit is yet to be ·located. Amongst 
those areas where prospecting has nqt shown encourag-
ing results. the areas were surrendeted. Finally, it 
was felt that in Madhya Pradesh, there would be no eco-
nomically mineable areas, for which Bhilai could acquire 
mineral rights which can help tn produc!hg manganefe 
ore at econoDiical 'cost. . Thererore, a few areas irf 
Maharashtra have been examined last year and on the 
basis of surface indications Bhild has applied ,for 
mining lease. 

From the situation as at present, there is practi-
cally no' possibility of having large scale manganese 
ore exploitation through captive mines. In future, 
when Bhilai locate an eC0nomicai deposit, a prop~r 
captive mine can be developed for exploita~ion. In 
the meantime, for the reserves that have been proved, 
BSP is taking up the exploitation programme of 
30,000 tonnes for the year 1972-73. After processing 
the tender papers, if it is found that it will be eco-
nomical to exploit this quantity, Bhilai will undertake 
the mininl operations, o~~~ise, Bhilai may have to 
close down Manganese .ining unit. The avl1abl'e per-
sOnnel in the .tnina side can be abs~rbed against 
vacancies ~n other mines. 
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The aining work done was really incidental to 
prospecting, which had to be carried out fully ev~n 
if to disprove a property before surrendering. As 
stated above these properties, granted to Bhilai Steel 
Plant were unprospe~ted and until compl6te prospecting 
work wa~ done, with full staff to man the units, the 
merits or the demerit of the property would not be 
known. The raising of ore was incidental to this pro~ 
cess and the cost has to be viewed in this context. 

[Ministry of Steel & Mines (Deptt. of Steel) 
O.M. No. H-11018/16, 7l-Parl. dt. 4.12.1972) 

Corrrnents of thM Cormrlttee 

Please see paras 18 to 20 of Chapter I of the 
Report. 

Recommendations (Se~iaZ No. 26) 

From a st~t~ment furnished to the Committee 
showing the yield of various by-products in three 
steel plants (Appendix IV) the Committee, however, 
find that the recovery of various by-products had 
been lower than nonns bid down by the Norms Com-
mittee •. The recovery of both crude Benzol and 
the Ammonium SUlphate during the years 1968-69 and 
1969-70 has been the lowest ift Rourkela Steel Plant 
as compared .. o the other two steel plants. 

The COllllllittee hope that the implementation of 
various .reconunendations of the two Expert Com-
~ittees appointed by liSt.. to eX8llaine the working 
of these by-product plants will be expedited to 
improve theCworUng of these plants. They would 
like to emphasiz~ the .need to maximise production 
from these plants ,since substantial investment has 
been made by HSL and their performance affects 
the cost of produdtion of steel ana also the work-
ing resul ts of IISL. 

(Para No. 8.8) 
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4Repw of Gov.mment 

The yields of By-Products 
were as follows:-

in the last three years 

Norms as 1969-70 1970-71 1971-72 
per'the 
norms 
Comlittee 

3Mtai St •• z. Plant 

Crude tar \ 3.0 2.90 2.85 2.78 
Benzol \ 0.8 0.52 0.45 0.49 
Ammonium Sulphate\ 1.1 0.95 0.95 0.84 
Gas elM) 300 303 306 285 

Dul'gapur St •• L 
plant 

Crude tar !Ii 3.0 2.78 2.73 2.54 
Benzol \ 0.8 0.47 0.44 0.40 
Ammonium 
SUlphate \ 1.1 0.83 0.83 0.81 

Gas eNM3) 275 171.8 272 274 

R01D'ks z.a: St.el 
Plant 

Crude tar \ 3.0 2.85 2.75 2.67 
Benzol \ O.S 0.34 0.024 0.14 

CM.T.P.~ 
.o,S 
~EXPN) 

Ammonium 
Sulphate , 1.1 0.68 0.45 0.4! 

Gas eNM3) 275 270 261 257 

While full implementation of the recommendations 
of the two by-products Committees are nearing com-
pletion, the oven conditions of old batteries under 
the 1 million tonne stage have deteriorated effecting· 
the yields of the By-products, A co.mittee has been 
recently constituted to make a·special review of the 
progress of illDluentationiOf the Raju c~ittee' ,. 
report .nd to suggest further action.to betaken in 
order t., step up the production of By-products in all 
the Plants at the earliest. 

In case of Rourkel. Steel Plant, the limited com-
pressed Coke Oven gas availability has been the main 
reason for low production of crude benzol. Restrictive 
availability of steam has limite. the production of 
Ammon~Um SUlphate. 
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Crash programmes Ilave been • .. de for the repair of 
all the ste~ leakages and for the repair of Coke 
Oven Batteries and Coke Oven equipments so as to im-
prove the oven pushing as well as gas yield. 

IMinistry of Steel and Mines (Department ~f Steel). 
~.M. No~ H-l1018/16/7l-Parl. dated 31.7.72] 

r?mmentB of the Committee 

Please see paras 21 to 23 of Chapter I of th~ 
Report. 

The Co .. ittee regret to note the unsatisfactory 
working of the by-product plants at Rourkela Steel Plant 
due to poor performance of the screw compressors. It is 
unfortunate that the design deficiencies in the by-pro-
duct plant result!d in avoidable loss to USL. As pointed 
out by the Kane COIIIIittee the "introdUction of untried 
equipment for compression of a corrosive gas without pro-
vision for adequate purification introduced an element 
of risk into the design of the plant that ought to have 

~ The crash programme for the repair of Coke Ovens 
started from March, 1971. 

The expected dates of coapletion of t~e repairs of 
coke oven batteries as per crash programme were:-
Battery No.1. Already completed in October. 1972. 
Batteu No. 2A. Is under repair and is expected to 

be completed by middle of 1974. 
Battery No. 2B. Already completed in May. 1972. 
Battery No.3. Repair is in progress and was ex-

pected to be completed by September. 
1973. 

The expected dates of completion of capital reapirs of 
the coke oven batteries are as fol10ws:-
Battery No. 1. 
Battery No. 2A. 

Battery No. 2B. 
Battery No.3. 

March. 1974. 
Will be taken up after the Tepair 
programme is completed in middle of 
1974. 
This was completed in July. 1973. 
Will be taken up after its repair 
and the capital repair is expected 
to be completed by ~mrch. 1975. 

[Ministry of Steel 8 Mines, (Deptt. of Steel) 
O.M.No. RKL":5(4)/72 dated 9.11.73] 
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been avoided". the COlllllittee further note that the Kane 
Coapnittee recolIIDended that "the Consultants. should have 
provided a purification system to remove Benzol, Naphtha-
lene and Hydrogen Sulphide from the coke oven gas prior 
to its entry into the screw compressors:- H appeal's 
that the entire working of the by-product plant was 
handicappe(\ since the date of installation of the plant 
resulting in continuOus loss in production. The'Colllit-
tee are amazed to find that in spite of having their' 
technical experts, neither the Consultants nor the HSL 
noticed such a major defect in the l\lan~ till t~~Kfne 
Committee detected the defects in 1968. 1 The Committee 
are disappointed to note that the substantial loss and 
avoidable expenditure had to be incurred on account of 
the defective working of~fielcompressors. Apart from 
the low production of by-products resulting from the 
defective compressors, remedial measures had to be taken 
by the HSL to instal ~ new compressor as "replacement" 
to the "damaged" one. For' all these losses and avoidable 
expenditure, the Committee feel, the consultants and HSL 
cannot escape responsibility. 

(Para No. 8.12) 

The By-products Plant alongwith the screw compres-
s~rs were· erected at the one millfon tonne staje under 
the supervision of the ~sultants - 'M/s. Indian Geae1n-
schaft Krupp-Demag GmbH in accordance with the design 
approved by·them •• 

2. The poor performance U~ ~he screw compressors 
affects only the units installed in the stream after the 
screw compressors i.e. recovery of benzol products, hy-
drogen sulphide recovery, and gas supply to the Perti-
lizer Plant. By-product rec'overy before the compressors 
is not dependent upon the performance of the compressors. 

3. Ahe Compressors_were installed at Rourkela on 
the advice of the consultants - (M/s. I.C.l.D.). Ob-
viously: 'the Consulhnts did not consider purification 
of gas for benzol, naphthalene anel hydrogen sulphide 
before feeding to the screw compressors. necessary. 

4. From the date of the installation of the screw 
compressors in September, 1960, HSL encoOntered a number 
of difficulties in the operation of these screw compres-
sors. The difficulties were attributed to severe voltage 
fluctuations, quality of the cooling water, maintenance 
of clearance·between screw compr~ors rotors and cas-
ings, improper working/of the by-product plant units 
before the compressors and pr~~ence of gum forwdng com-
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pO\Dlds in the coke ov~ gas ~! to the compressOEi (for . 
which no removal facilit1es were envisaged). Thu.f·oO 
single cause could then be identifie! as the only reason 
for these difficulties. In fact even now, ·it "l_not be 
possible to find one single cause for a11 these diffi-
culties. 

S. In order to improve the efficiency of screw com-
pressors of B)-product Unit of-Rourkela Steel Plant, 
Hindustan Steel Lilnlted were constantly carrying out 'a 
number of investigations even prior to the submission of 
Kane Committee Report. As a result of these efforts it 
was possible to overcome some of the troubles which were 
experienced in the past and accordingly they were able 
to regulate the voltage fluctuations~control the water 
turbidity, give suitable clearance between the casing of 
the screw compressors and the rotor: and also to make 
free the gas from gum forming compounds by incorporating 
venture scrubbers in the intermediate stage of-the coa-
pressors. lt will thus be seen that HSL were a~are of 
the difficulties being experienced and had taken steps 
to deal with the problems of the screw compressors even 
before the redba.endations of the Kane Co.adttee were 
available. Besides. Hindustan Steel Limited 'had taken 
action to provide' a replacement compressor.. At ·present. 
the screw compressors are p.o.r(ormina ,!a!isfactorlly, . , 
thou,gh at reduced load ,even with benzol, hyarogen sulph-
ide and a part of nap~thelene in the gas., ' 

6. The equipment for purification'afthegas from 
benzol, naphthalene, hydrogen sulphide as suggested by 
the Kane Co_ittee, has been installed ind the perfoJ;:ll-
ance of the screw compressors will be watched to ·s~·· 
whethdr this would ,solve 'the problem., 

[Ministry of Steel & Mines (Deptt. of Steel) 
O.M. No. H-~IOI8/16/71-Parl~ dated 31st Ju~y, 1972.] 

RfI~tion (SePia1. 10. 27) 

nle Commi ttce also find that ,-even after the Report 
of the Kane Committee in July, 1968, i~ was only on 
20th Fobruary, 1959 i.e. after six months that the Gov-
ernment conveyed to JlSL their decision on the various 
recommendations contained iii the Report. nle recom-
mendations of the Commi ttee \~ere stated to be under im-
plementation, nle Committee feel that Government ~houl.d. 
no,t delay such matters of importance where productlon 
is hampered. ' nle Committee hope that implementation of 
the recommendatiofts of the Kane Committec would help to 
improve the working of the by-product plants. 

(Para No.8. n) 
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Reply of Gove~t ~ 

The remarks of the COJlllllittee have been noted. 

The Ga~ Line modifications as recommended by Kane 
Committee have been ~ompleted and are in commissioning 
stage. Yields for aenzol recovery plant and subsequent 
processes are expected to improve. once the line is . 
finally couunissioned. A new compressor was expected to 
be coounissioned by the end of A10vember or early Decem-
ber 1972. 'I1IB progress made on each of'the recomrnencla-
tions of Kane Comnittee is given in the ,enc.losed state-
ment (Appendix III). 

[Ministry of Steel and ":lines (~partrnent of Steel). 
O.M. No. H-I1018/l6/7l-Parl,dated 4.l2.l972~) 

Conrnente of the Corrrnittee 

Please·s~e paras 24 to 26 of Chapter I of the 
Report. 

RecormremiG:tion (Serial ,'La. 28) 

'I1le Committee regret to note that the sulphuric 
acid plant erected in ~~y, 1960. at a total cost of 
Rs. 16.67 lakh~ could not be commissi9ned till August, 
1970. There had been avoidable delav in placing orders 
'tor sulphur burning unit· costing Rs. 3.81 lakhs to make 
good. .he·deficiency of hydrogtp sulphate conteJlt in the 
Coke Oven Ga.s. Surprisingly ft took flSL a period of 
five years for placing orders for this unit after the 
suggestion was made in this regard by the supplie:os. 
It is surprising that about 2-1/2 years were taken only 
in ascertaining from the Pyrites 1rd Chemicals .Develop-
ment Corporation .the position regarding the availabl-
lity of pyrites in tems of the Government direction 
issued in 1963 that the existing Plants he designed/ 
modified to use indigenous pyrite. instead of imported 

, SUlphur. 

(Para No. 8.19) 

TIle committee also find that the contract for the 
. by-product plant including sulphuric acid plant under 

the Expdl\soin Scheme was placed on the 4th July, 1~63 
with elemental sulphur hurning equipment with a future 
provision for pyrite); humin,. It is pnracloxical thllt 
while the orders for th~ 5ulphuric Acid PlRnt unJer t~e 
expansion scheme were placc(l in July H)r.~ itself pend-
ing examinatio[l of Ilvaila!,i li ty of pyri tC5, the '!Rnage-
r.lent.,waited tillllNovcrnher IN;5 for n reply from. the 
Pyritos'and Chemicals rlevelopmnTlt Corporation regRrding 

* Not vctteJ by Audit' 



79 

the supply of pyrites before placlng orders for tne 
Sulphur burning unit in respect of the lulphuric acid 
plant already installed lDlder the original scheme. 

The Committee are also not able to appreciate how 
a period o~ four years was allowed to elapse between 
the placing of order for the SUlphur burning lDlit in 
November, 1966 and the commissioning of the Plant in 
August, 1970. This is indicative of a lelsurelyand 
almost casual manner of dealing with plant operation 
which the Committee cannot but too strongly deprecate. 

(Para No. 8.20) 

The Committee also fail to appreciate the decision 
to 'instal another Sulphuric acid plant with higher capa-
city while the plant installed earlier could not even 
be cOllllllissioned till August, 1970, not to speak of its 
working satisfactorily. 

(Para No. 8.2lr) 

Rttply of GoV9mment .. 

The Committee has commented on the delay of nearly 
5 years in ,the placing of orders for the Sulphur Burn-
ing Unit after the suggestion to :that effect was made 
by the supplier. The Suppl'ier had submitted a proposal 
in May, 1961 for'the settinl ~ ot the Sulphur Burning. 
Unit. A final decision regarding installation of the 
Unit I~as taken in Tlecember, 1962 after the proposal was 
technically scrutinised and accepted in consultation 
with the Central Engineering & nesign nureau. f>ince it 
was possible to meet the Plant's requirement of sulphuric 
acid from sister steel plants' ~d outside sources, it 
was considered desirable to postpone installation of the 
aaditional equipment. Further the question as to wehther 
the plant should be designed for using pyrites or sulphur 
was also under consideration. After tlds question was 
sorted out the suppliers were approached in November, 
1965 for financing the'project from D~I credit eal"lNlrked 
for 1. 8 1IT 'Oxpansion scheme. After their agreement 
offers were obtained from supplier, approval of Govern-
ment taken and orders placed in November, 1~66. 

The total requirements of Sulphuric Acid in the 
original as well as expansion scheme was estimated at 
4,300 tonnes and 28,700 tonne~ respectively. This was 
to be met by commissioning the'sulphuric acid plant 
installed at the million tonn~'stage and the Sulphuric 

'Acid Plant included as a part'of the 1.8 NT expansion 
scheme. In the case of the latter, the Government 
specifically sanctioned' the project Iwith the required 
foreign "xchange. Contracts 'were accordingly concluded 
and orders placed. It the sulphuric acid plant in the 
• Not vetted by AUdit. 
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expansion scheme was not 1nstalled, the increased 
requirement of sulphuric acid for the expanded plant 
would have had to be met by purchase from outside 
sources. There was therefore no anomaly in the final-
isation of the contract for the expansion unit though 
the original unit itself was not yet ready. 

The Comadttee has observed that there was a delay 
of nearly 4 years between the placement of orders for 
the Sulphur Burning Unit an~ its commissioning in 
August, 1970. The order was placed with the supplier 
In November, 1966 and the erection completed in April, 
1968. The Unit could not however be commissioned due 
to delays in obtaining approval of the Waste Heat Boiler 
from the Inspectorate of Boilers. Government of Orissa. 
Duplicate documents regarding the boiler installed in 
1959 under the 1 MT stage. had to be obtained from 
Germany with great difficulty and certificate of appro-
val of the Inspectorate of Boilers obtained in MarCh. 
1969. Even then the plant could not be commissioned as 
the supplier refused to depute his comndssioning person-
nel till his dispute with the Income Tax authorities in 
India was settled. After settling the dispute the sup-
pliers deputed his eommissioning personnel in April, 
1970 end the unit was commissioned. The delay was, 
therefore, beyond the control of plant management. 

[Ministry of Steel & Mines (Department of Steel) 
D.M. No. H-lIOI8/16/71-Parl. dated 4.12.1972.] 

CommentB of the Committee 

Please see paras 27 to 29 of Chapter I of the 
Report. 

RBoamrendation (Sef'ial No. 32) 

The heavy capital expenditure on the plants of 
Hindustal St-eel Limited is a major factor responsible 
for raising the cost of steel as interest and deprecia-
tion charges account for about 25 per cent of the total 
cost of production of steel. The Committee regret to 
note that there have been frequent revisions and con-
siderable increRse in the capital cost estimates as 

.compared to the original estimates for each of the 
three plants of Hindustan Steel Limited not only for 
the original million tonne plants but also for their 
expansions. In order to have a proper economic apprai-
sal of a project it is essential to prepare realistic 
estiaates taking into account all foreseeable items of 
expendi ture to obviate the need for frequent revision 
of estimate. If substantial increases ln capItal out-
lay are placed before Government for approval after 
the project has been launched Government are left with 
no alternative but to approve the increase. (Para 11. 17) 
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GovBmment R~7,y .. 

Government alree that it is essential to prepare 
realistic cost estimates of projects taking into 
account all foreseeable items of expenditure so that 
the need for frequent revision of estimates is obviated. 

The Board of Directors of Hindustan Steel Limited 
have set up a Group for analysing the causes for ex-
cesses in project estimates and to recommend the steps 
which could be taken to ensure that estimates are pre-
pared on a more realistic basis 50 that, as far as pos-
sible, final cost confirms to the original estimates. 
The report of the Group should be of considerable 
assistance to the Company in the formulation of project 
estimates in future. Please also see reply to recom-
mendation No. 33. 

[Ministry of Steel & Mines (Deptt. of Steel) 
O.M. No. H-l1018/16/7l-Parl. dated 28th June, 1972.] 

~thep information caZZsd fop by the Committee 

It is stated in the reply that the Board of Direc-
tors of H.S.L. have set up a Group to analyse the causes 
for excess in budget estimates. The date on which this 
Group wa~ set up and whether this Group has submitted 
the Report may be indicated. A copy of the Report of 
the Study Group may also be furnished. 

[L.S.S. D.O. No. 18-PU/72 dated ,27th August, 1973] 

FUl'thep pep'Ly of Govemmen; 

In the Government reply it had been stated that the 
Board of Directors of lIindustan Steel Limited had set up 
a Group for analysing the causes for excesses in project 
estimates and to rccomend steps which should be taken 
to ensure that the estimates are prepared on a more rea-
listic basis so that, as far as possible, final cost con-
forms to ,the original estimates. A decision to this 
effect had been taken by the Board of HSL in October, 
1971. On further enquiries it now transpires that this 
Group was in fact not formally appointed. P~reover, 
since the reply was sent, the Steel Authority of India 
!,imited has been incorporated and a new procedure has 
b"en laid down for the examinauon of Feasibility and 
Detailed Project Reports in respect of HSL and other of 
its subsidiaries. The earlier Government reply, there-
fore, n~eds to be revised. ~ty-five copies of the 
revised Government reply are accordingly enclosed. 

[Ministry of Steel 1\ Mines D.O. No. Coy-3(37)/71-JI 
dated 3rd September, 1973.) 

-Not vetted by Audit. 



,GotJemment reply (ReOOlmlendation Serial No. 32) 

Government agree that it is essential to prepare 
realistic cost estimates of projects taking into account 
all foreseeable items of expenditure so that the need for 
frequent revision of estimates is obviated. 

It has, however, been noticed that project esti-
mates are often affected on account of certain factors 
over which the project authorities have little or no con-
trol, e.g., statutory increases in rates of custom duty, 
railway and ocean freig~t and excise duty; devaluation/ 
revaluation of currencies; rise in the prices of con-
struction materials like cement, steel, etc. and increase 
in the rates ef wages and salaries. It is also diffi-
cult to anticipate the impact of such escalatory factors 
and to make any provision on this account in the esti-
_tes. 

Hindustan Steel Limited has now become a fully-o~ 
sunsidiary of the Steel Authority of India Limited (SAIL) 
which was incorporated in January, 19'13 (please see Gov-
ernment reply to recommendation No. 31). It has been 
decided that all proposals for capital expenditure esti-
mated to cost Rs. 10 crores and above in respect of a a 
its subsidiaries (and to be financed directly from Go .... 
ernment funds) will be first examined by an ad-hoc Com-
mittee of Experts to be set up by SAIL at all important 
stages, vi~., project formulation, consideration of 
Feasibility Reports,Detailed Project Reports, etc., be-
fore these are submitted to SAIL's Board for approval 
and are sent to Governme~t for final approval. The Com-
mittee would be presided over Dr the Chair.al of SAIL (or 
in his absence by Technical ot Y.lnance Director) an~ 
will include, among others, the nominees of Ministry of 
Finance and Planning Commission. 

Please also'se~ reply to recommendation No. 33. 

(Ministry of Steel & Mines (Deptt. of Steel) 
P.O. No. Coy-3(37)/71-II·dated 3.9.73.] 

Conrnfmts of t1uJ Conrnittu 

Please see paras 30 to 33 of Chapter I of the Report. 

SUBHADRA JOSHl, 

NEW DELHI; Chainnan~ 
Conrni tte. on Pub lio ~l'taking8 

Nov."bfno, 23~ 19?3 

Agl'aMy<DtQ 21~ 1895(S) 



APPENDIX I 

(Vide reply to recommendation at S.No. 13) 

A not. cpZa~ning. t~p.o!~ticn I'fl(Jarding higher -pflZ'-
aantag. of fT.MS l.n RaJhazta· Il'on 01". min.s. 

The yield of fines is a function of the nature 
and character of the Iron ore deposits which are of two 
broad types viz. Massive and Laminated. Normally the 
massive type of ore. being hard and compact. yields 
less fines than the laminated variety. 

Since the commencement of mining in 1960 and upto 
the year 1963-64. the excavation in massive ore amounted 
to 0.862 Mr and in laminated ore 3.426 Mr. Though the 
ratio ot maSSlve to laminated excavation was 19 : 81-
only. it was good enough to yield during this period 
66\ lumps and 34\ fines. It was obviously better than 
what was visualised in the Project Report not only 
because massive ore was particularlyfi~ra and compact 
but also because laminated ore was more compact than 
soft. 

But in the subsequent two years. 1964-65 and 1965-
66. the lump ore averaged 56\ and fines 44\ showing 
a distinct trend of increase in yield of fines. 

In the years between 1966-67 and 1970-71 even 
though excavation in massive ore averaged 41\ as against 
19\ in -the' first period the averapc lump yield was 
ruughly 51\. 

·In the year 1971-72. with development of lower 
horizons. where massive ore predominates, the excava-
tion in massive OTe fUrther improVed to 51\ on average 
but the fines yield still averaged 53\. 

The above indicates the changing character of the 
ore; both massive and laminated are tending to be softer 
and more frlahle while going .in- depth. nlere is sil'li-
larly evidence of variation in physical characteristics 
in horizontal extensions. There are instances of lump 

_ yield of only 35\ and again 54% respectively in two con-
secutive months. the massive horizon in the former case 
merging into a blue dust zone. 
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But when the ore is 'qmistaltably prone to yielding 
more fines in depth than anticipated. as indicated by 
the records of operation since Ca.Mencement of mining. 
the obvious alternative is to find avenues to utilise 
tUa.. IbrtlDlately. the present trend is to use more 
and IIOre sinter in the blast furnace bUrden which pt'O-
viaes scope for utilization of fines by expanding the 
sinterina capacity. 
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APPENDIJ: IV 

(Vide para 5 of the Introduction) 

AMZ,II.i. of aat1.or& tak .. bJI GouaoPlllllftt on 
the N~~ cont:t.r£Md in tM PtNt 
RtlpOJ't of thll COfffrf'ltt.e on PrlbUc Un.tI.,... 
taking. (6th £Ok SabhaJ. 

I. Total nUllber of reca.endations •• •• 37 

II. Recommendation. that have been 
accepted by the Government (vide 
recommendations at Serial Nos. 2, 
5,7,8,10,11,12,13,14,15,18,19,20, 
21,22,23,24,25,29,30,31,33,34,35, 
36 and 37). 

Numbel 26 

Percentage of total: 70.2\ 

III. Recommendations which the Co .. ittee 
do not desire to pursue in view of 
Govern~ent's replies (vide Recom-
mendations at Serial Nos. 9 and 17). 

r-:urnber 

Percontage of total: 

IV. Recommondations in respect of which 
replies-of Governme.t have no~. been 
accellted by the Comi ttee (vide re-
conuncndations at Serial Nos. 1,3,4, 

2 

5.4\ 

6,15,26,27,28 nnd 32). ~ 

~:ut:1~,er t· 9. 

I'c,rcentnge of total "t.· 24.3'_ ... t.. 

P.L.W. 265/7/L.S.-73-74-1375 
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