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INTRODUCTION

I, the Cbatrman, Committee oq Public Uadertakings, having been authori'* 
sed by the Committee to submit the Report on their behalf, present this 
Forty-fifth Report on the Action taken by Government on the recommenda­
tions contained in the Thirty>first Report of the Committee on Public Un« 
dertakiiigs (Third Lok Sabha) on Alloy Steels Project and Coal Washeries 
Project of Hindustan Steel Ltd.

The Thirty-first Report of the Committee on Public Undertaldngs was 
presented to the Lok Sabha on the 25th April, 1966. Government ftimished 
their replies indicating the action taken on the recommendations contained in 
the Report on the 31st Januapr, 1967 and 16th January, 1968. Further 
clarification in respect of certain recommendations was called for from the 
Government on the 10th July, 1968 and replies thereto were received on the 
3rd December, 1968 and 5th March, 1969. The replies of Government to 
the recommendations contained in the aforesaid Report were considered and 
approved by the Committee on the 9th April, 1969 and the Chairman was 
authorised to finalise the Report on the basis of the decisions of the 
Committee.

3, The Report has been divided into thie following five chapters:
(0 Report ,
(«) Recommendations that have been accepted by Government. ,
(i/i) Recommendations which the Committee do not desire to pursue 

in  view of the Government’s rqjly. ‘
(ifv) Recommendations in respect of which replies of Government have 

not been accepted by the Committee.
(v) Recommendations in respect of which final replies of Government 

are still awaited.
4. An analysis of the action taken by Government bn the recommienda- 

tions contained in the Thirty-first Report of the Committee is given in Appen­
dix IV. It would be observed, the^rom  that out of 51 recommendations 
made in the report 63 per cent have been accepted by Government. The 
Committee do not desire to pursue 21 per cent of the recommendations in 
view of Government’s reply. Replies of Government in respect of 16 per 
cent of the recommendations have not been accepted by the Committee.

G. S. DHILLON, 
Chairman,

Committee on PubUc Undertakings,
N ew D elhi;
April, 23,1969 ;



REPORT

A. Production Adviser—Paras 21— 2̂5 of Thirtv-First Report (Third Lok
Sabha) "

Recommendation (Serial No. 5)

The Committee were informed during evidence by the Secretary of the 
Ministry that there was delay in the commencement of the Alloy Steel Project 
of HSL due to delay in the appointment of Production Adviser. He added 
that the necessity of having a Production Adviser was forcibly brought to the 
notice of Government only in the (Detailed Project Report).

2. The Committee, in para 25 of their 31st Report had therefore, recom­
mended as follows:

“It appears that Government at the time of appointment of the consul­
tants did not realise that in addition a Production Adviser will be needed 
due to the incapacity of the consultants to discharge that function. When 
this was brought to their notice time had to be taken in selecting a suitable 
firm. This process was unnecessarily prolonged as it took over 20 
months to appoint a Production Adviser after the appointment of the 
consultant.” ^

3. Tlie Government in their reply have now stated that they were aware 
that the Production Adviser will have to be appointed and that the agreement 
with the consultants provided that they would indicate particulars about the 
talent and the sources available within the country and abroad in this Vegard. 
lit̂  has ̂ so  been claimed that Producti<m Adviser was appointed within. 11 
months of the submission of DPR by the consultants or in about five months 
after the acceptance of the project report.

4L |T3be ffie Government is not satisfactory^ It brings i p ^  a clear
contradiction to the earlier sts^ment of the Secretary of the Ministry during 
evidence that the necessity of having a Production Adviser was forcibly brought 
to the notice of the Government only in the DPR. The fact that the Govern­
ment knew at the time of appointment of consultants that Production Adviser 
would be needed, only fortifies the truth that process of selecting the Production 
Adviser was unnecessarily prolonged and it took over 20 months to appoint a 
Production Adviser after the appointment of the Consultants. While the Con­
sultants took seven months from the date of their appointment tIH July, 1960 
when they recommended the appointment of M/s Atlas Steel Ltd. as Production 
Advisers  ̂ the Government took 11 months to approve their appointment in 
June, 1961 and took another over two months to conclude an agreement with 
them in September, 1961.

5. The Committee reiterate tteff CarliCr ree01Hinendlti5H tliai the ilmc 
liken by Lrovemment in selecting the Prodaction Adviser was unnecessarily 
prol<H%ed. They re^et that conflicting statements have i)Mn made by Govem- 
moit in tiiis connection at differait occasions.

CHAPTER I ,



B, Detailed Project Report—Paras 26—28 of Thirty-First Report (ITiIrd
Lok Sabha)

. Recommendation (Serial No. 6)

6. The DPR was submitted by the consultants on the 29th August, 1960. 
It was originaUy approved by Goverbment on 28th February, 1961, but was 
finalised after obtaining the views of Production Advisers in February, 1962.

7. The Committee in para 28 of the Report felt that the time of 1 1/2 
years taken in approving the DPR was too long. Perhaps it was not neces­
sary to send it to all the parties mentioned in para 26 of the Report who neces­
sarily took their time on scrutiny. If a sense of urgency was shown it 
should have been possible to reduce this time considerably.

8. The Government in their reply have contested the period of delay 
and stated that the project report was approved in February, 1961 i.e, 
in about 7 months’ time. Further time was, however, taken in obtaining the 
views of the Production Adviser and to modify the report to the extent 
necessary in view of these comments.

9. Reply of the Govenuncnt is not convincing. The contention of the 
Government that they took only 7 monflis to approve the report Is not correct. 
The project report was submitted by M/s Dastur & Co. in Angust, 1960 and 
was finally approved by HSL in February, 1962 after obtaiidng and considering 
the comments of the Production Adviser. Scrutiny of the project report by the 
Prodnction Adviser and the modification of the report to that extent was cer­
tainly a part and parcel of the process of approval of the project rcj^rt by the 
authorities, though it could well be appreciated that this additional time of one 
year from February', 1961 to February, 1962 could have been reduced by at least 
six months, had the Production Adviser been appointed before the appointment 
of the Technical Committee. For In that case, a joint scrutiny could have been 
made by the Technical Committee and the Production Adviser. •

10. The Committee reiterate that had a sense of urgency been shown and
timely efforts made it should have been possible to reduce this time 
considerably. .

C. Construction and Commissioning— P̂aras 42—46 of the TTilrty-First
Rq>ort (lUrd Lok Sabha) .

Recommendation (Serial No. 10)

11.< The Detailed Project Report envisaged completion of all the preli­
minary stages within 12 to 15 months. The time actually taken for their 
completion was 30 months. The Committee found that even after the 
approval of Detailed Project Report, Government had taken three months 
to giw approval for the issue of instructions to tenders. After inviting 
tenders, it took nearly a year s for the ultimate selection of suppliers. 
The Committee came' to the conclusion that the entire work had 
proceeded in a liesurely manner. In none of the various stages could 
it be said that delay was inevitable. Had a purpowful effort been made 
it should hitve been possible to reduce the delay considerably.

12. Government in their reply have said that DPR submitt^ by the con­
sultants was approved in February, 1961 but the revised Project Report was



approved in February, 1962 by HSL after obtaining the comments of Pro- 
fduetion Advisers and the Consultants. Government’s approval to the issue 
of invitation to tenders was conveyed in May, 1962 when the revised Project 
Report was approved by them. The ultimate selection of the Suppliers did 
take some time because of the complex nature of the project and the alter­
native proposals offered by the equipment supplier as also the availability 
of foreign credit for financing the cost of the project.

13* Ilie reply of ttie Government iis not satisfactory. GoYernment approved 
the Project Report originally on 28̂ 2-1961* It was approved by HSL in 
February, 1962 Goyernment took another 3 months to approve the revised 
proj^t cost and thus Government  ̂ approval invite tenders was conveyed 
in May, 1962. As already stated the period of the final approval of the DPR 
could have been reduced at least by six months had the Production Advisers 
been appointed in time i.e. before the appointment of Technical Committee on 
13rl2-1960 and had a joint scrutiny been undertaken. Granted that the time 
of :3 months taken by the Government in examination of the revised Project Cos  ̂
was considered to be reasonable, the time of about a year taken in the selection 
of suppliers does not appear to be justified. H ie Coi^ittee therefore, reiterate 
\theirrecommendation that the entire work has proceeded in a leisurely maniier.*

D. Delay in construction due to Consultants—^Paras 53—56 of the 
Thirty-first Report (Third Lok Sabha)

Recommendation (Serial No. 12) .

14. The Consultants were supposed to issue all the specifications from 
May, 1962 to January, 1963. The Committee were informed that there had 
been delay in the sut^ission of 24 major specificatiojis by the consultants.

15. The Committee felt that a very lenient view had - been taken of
the slow progr^s of work by the Consultants. There had been delay 
from the very beginning. Soil investigation, w h ^  been com­
pleted by July, 1961 was completed in January, 1962. Soil preparation which 
was to haye been done between February, 1961 and February, 196  ̂was not 
complied e ^  the 30tih June, 1964̂  The progress achie^d by 30th 
June, 1964 was site levelling  ̂84 per cent and embankment, 50 per cent.

16. In their reply the Ministry furnished the following information:

 ̂*"The, progress of the consultants has been reviewed on several occa­
sions. Some of the delays on their part were due to nonrreceipt of data 
from the Equipment Suppliers. This data, according to fthe consultants, . 
was necessary for them to prepare the specifications. As regards delay 
in soil investigation and soil preparation, the Consultants have explained 
the delay due to the late appointment of contractors who weit to! execiifa 
the actual work.” -
17. Additional information was called from the Ministry. They‘ were 

asked to state as to how far the explanation given by the consultants that 
soil investigation and soil preparation were delayed due to late4appoint- 
ment of contractors was true and the time by which the appointment of con­
tractors was delayed and the reasons therefor. Who was responsible for
this delay in appointffisfit? ' ; .
♦ A Note regarding Para 13 submitted by HSL at the time of factual Verification may 

be seen at Appendix—III.
MS LSS/69-2



18. In fepJy the Mmistry have stated that a?suihing February 1961 as the 
dale to proceed with the project, the soil investigation and site levelling should 
have beert completed ^  August, 1961 and February, 1962 respectively.

19. As regards soil investigation Ministry have explained a delay of about 
6 months due the terminalion of the contract;Ofa reputed Calcutta firm as 
their work was not found to be s^sfactory and the work had to be entrusted 
to another contractor. So far as site levelling was concerned the contract 
for the same was awarded in April, 1962.. In this case again the work cf the 
contractor was found to be slow. It may be observed that the Ministry 
have not indicated in this case as to when the work was actually comlpleted. 
Thtts it is difficult: to determine the extent of dday in this case. Tliey have 
merely stated that the placement of contracts was not reidly tlw factor con­
tributing to delay in the execution of soil irtvestigation and site levelling.

Mi Regir«ftg ̂ dfiay mH invcsrigatkMl and sdl pf^nition the Con- 
fiMMairts cxflirfiied tiM 4eii^ tee «o the ^  C<Mfrâ ors.
TWi of Ac QmMltiMs w«s awTeyed lit IVfiotetry mMm* any
MflMMmts ta tM i eifiter rc|riy< Tlie <Fi>*eriHta«ifclttV« iiid tlKMiuim ostbe 
CMttf««tofs. Itot hive not tiated wheOer any aetfon has been takM 
against the contractors regarding delay on their part in the execution 
of worit.

21. The Government camot thus escape their responsibility. The Com­
mittee recommend that the perfbMtance of tfce eoittractors should be carefully 
examined and the danse providing for die items of liquidated damages should 
be strictly invoked. . . ,

B. Delay in the Construction and Commissioning of the jE'rojifct—Paras 
58 -6 6  of the Thirty-First Report (Third Lok Sahha)

Recontmendations (S^ial Nos. 14,15 and 16)

22. The Committee had found that there had been delays by the suppliers 
and contractors. Thus they recommended that before final payment was 
made to them, the performance of each should be carefully examined and the 
clause providing for the levy of liquidated damages should be suitably invoked. 
(Serial No. 14)

23. The Committee further noted that the Project had not assessed the 
loss suffered or extra exependiture incurred by it on account of the delay 
in construction/commissioning. The Project authorities amdmitted that it 
would be desirable to calculate such losses but they stated that it could be 
done comprehensively only at the completion of the Project. The 
Commiltce recommended that such calculation—though it might be a little 
rough—should be made concurrently so that the consequences of delay in 
construction/commissioning were brought home to all concerned more 
pointedly. (Serial No. 15)

24. The Committee found that the consultants and contractors have 
been blaming each other for poor progress in construction. The Committee 
observed that this could be attributed to poor coordination and contrnl 
The Commit^s9 TŜ OnimCndCd tllSt t t e  RSPonsiye for the delavs should 
be penalised and proper super\’ision exercised in future. (Serial No. 16)



. 25. In their earlier replies the Ministry simply ‘noted’ the above recom­
mendations. Additional infonnatioii therrfore oall^  frpin the Mims- 
try .. They were asked to state whethei- any attempt had been madie to assess 
the extent of loss suffered or extra,expehditure incuri^ bn account of delay 
in constiructipn/commissiohing siiice; April, 1966? The details of such 
loss/extra expenditure was and whether any action had been taken to levy 
the h^uidated damages as provided in the contract with the suppliers and 
contactors ? They were also asked the result of such action and if no 
action had been taken they were asked to give the reasons therefor.

, 26. In reply the Ministry have stated that the loss incurred by Govern­
ment due to the delay in the completion of the Project beyond April, 1966 
may be put at.Rs. 9.50 million in so far as the inci;ease in the ca|>ital cost is 
concerned. They have, however, stated tha^he loss of production due to  
delay,, in completion is difficult to quantify. Regarding le\^ of liquidated 
damages they have stated that in such Ikrge contracts, the contractors usually 
build up their prices on the basis of the Plant supplying th m  certain essential 
construction materials. During the period when this Plant was under cons- 
traction the supply position of cement and steel in particular and many other 
items in general, was rather difiBcuIt. Considerable delays did take place 
on account of non-supply of such materials in time. Levy of liquidated 
damages would only invite counter claims from the contractors, and which, 
if referred to arbitration, might be decreed against the Plant. Under some 
suj^ly contracts, liquidated damages have, however, been levied. All the 
main contracts have yet to be finalised and the levy of damages, wherever 
necessary and possible, will be considered.

27. Thus, it would be seen that the Plant has suffered a hage loss due to 
delay in the completion of the Project. The delay has occurred at various levels. 

U te Committee in Para 204 of the Report had observed that there bad beeo 
considenible avoidable delay in planning and setting up the Prflfeetr BrtMt 
the stage of appointment of the constant to the stage of constnil^mi aM 
erection of Plant and equipment a sense of urgency had been laekii^i The 
faille loss now revealed by Government is all due to these delays.

28. The Government have not fixed any responsibility for all these delays
and have not taken any steps to compensate such hi^e los& The Committee 
reiterate these recommoidations and recommend thiit ^  Government should 
make a thorough enquiry into all these delays so tiiat la^e:^ if any, are avoided 
inTutore.. . : V ,■ ' ' ' ■ ' '

F, Working RestoltS—Paras 191-197 of the Thirty First Report (Third Lok
Sabha)

Recommendation (Serial No. 49) /

29. Chairman,HSL stated during evidence that formerly the Coal Washeries 
were considered as indei«ndent units but lately thinking was for treating them 
as service units. But the Committee recommended that if the v^ashcries were . 
to work with maximum efficiency at minimum cost, they should functiGn 
as independent commercial enterprises and show comparable results with
o*?r w a s te s  in the county. If cn the other k n d , ttey are treated as 
service units, there vrill be no incentive for them to keep their cost cf produc­
tion down and it will perpetuate inefficiency.



30. The Government in their reply have stated that washeries are meant 
to be service units only arid they should not be made to achieve cost plus 
financml results at the cost of main steel producing units, according to them, 
the performance of the washeries can be judged by applying other criteria 
such as increase in production, quality of coal washed, maintenance etc.

31. The Committee does not agree with the view of the Government as even 
though the waî herfes may serve as service units to HSL steel plants yet they 
have to be run on commercial basis. Though these washeries may hot be made 
to earn profits by supplying coal to HSL plantsyet their cost of washing must 
compare favourably with that of other washeries in the country and strenuous 
efforts should be made to bring down the cost to the minimum. This MlVp 
operational efficiency of the washeries and also help the steel plants iii achieving 
better financial results* The Committee, therefore, reiterate that these washeries 
should function as commercial enterprises and show comparable results with 
other washeries in the country.



CHAPTER n
RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY

GOVERNMENT 
Recommeiidati(m(SenalNo. 1)

The Committee feel that in the case of the consultants Government 
should have stipulated the fee for completion of the work and not related it 
to time. In that case it would have been in the interest of the consultants 
also to complete their work aS: quickly as possible. As events have proved 
the consultants have gained by the non-completion of the wrok within the 
original schedule. They wiU get an additional fee of Rs. 55 lakhs for the 
extended period’ As admitted by the Secretary of the Ministry of Iron and 
Steel during evidence, the consultants cannot be wholly free from blame for 
the delay in completion of the consultancy work. In view of this statement, 
Government should be cautious in deahng with such firms. The Committee 
recommend that Government should ensure that they do not in future enter 
into consultancy agreements on these terms. (Paragraph 11) .

Reply of Government
Noted.
[Ministry ofIron and Steel O, M. No. Parl-(6yi 1 /66 dated the 3lst January 

1967]
Recommendation (Serial No. 3)

The Chairman, H.S;L. stated that if the consultants had been given the 
entire responsibility for construction, including supervision and payment 
of the biUs, it might have been right to determine the fee for the completion 
of the project as a whole. Since'the payments to contractors etc. were 
made by H.S.L., the payments to consultants in the case of H.S.L. units 
including Alloy Steel Project had been related to passage of time.

Tlie Committee are unable to appreciate the distinction sou^  to be made 
by the Chairman, H.S.L. The responsibilities of consultants enumerated 
in para 7 indicated that except for payments to the contractors the entire 
responsibility for constructioh is theirs. In the opinion of the Committee the 
difference made out is so insignificant that it did not justify the adoption of 
a different procedure in the matter of payment of consultancy fees. The 
Committee would drawattention to para 11 O of their 13th Rejport on Manage­
ment and Administration of Public Undertakings in which they have recom­
mended that payments to consultants should be related to the progress of 
work. (Paragraphs 16-17). ;

Reply of Ck>vernmeiit
Noted. . ; *
[Ministry o f Iron and Steel O. M. No. Pari (6)-l 1 /66 dated the 2f\st January^ 

1967]
Recommendation (Serial No. 1\

ThS CominittCC arc surprised to SSS §6 many revisions of the capital cost. 
With the experience which Government had acquiied in launching public 
sector projects by 1961, specially the three steel plants, there is no reason why 
the original estimate should have omitted such basic items. (Paragraph 33)

7 .



Reply of Government
Noted,
[Minhiry of Iron and Steel O. M. No. Pari (kited the i l s t

January, 1967]

Recommendation (Serial No. 8)
The Gommittcc feel that where a preHminary estimate for a project is 

submitted to the Cabinet in connection with the approval of the Project, 
it should be incumbent to resubmit the revised estimates to the Cabinet 
w-here variation exceeds a certain prescribed limit. The reasons for the 
increase and how the economics of the project would be affected by the 
increase in the cost of the Project should also be placed btfore the Cabinet. 
The adoption of such a proccduie should result in framing of more realistic 
estimates. (Paragraph 36)

Reply of Ckiveminent
Noted.
[Ministry itf Iron and Steel O. M. No. Pari (6)-l 1/66 dated the3151 January, 

■1967]

Recommendation (Serial No. 9)
The delay caused by the suppliers in furnishing working detailed drawings 

for the equipment foundations would at the most result in holding up pay­
ment to them for some time. The Committee recommend that provision 
should be,included in the future agreements to ensure that the project is not 
put to any loss on account of the delay on the part of suppliers. Such 
delay should also attract penatly provisions. (Paragraph 41)

Reply of Govamment
Noted.
[Ministry o f Iron anJ Steel O, M. No. Pari (6)-l 1/66 dated the 3lst January, 

1967].: : .

Recommendation (Serial No. 11)

The Committee are not satisfied with the reasons given for not being able 
to obtain structural steel in time. From the post- evidence information they 
note Uiat the Alloy Steels Project had agreed to accept joists in standard 
lengths of 5'5 to 13*5 metres offered by the Bhilai Steel Plant against the 
former's requirements of 15 metre lengths. Similarly the Alloy Steels Pro­
ject had accepted the channels lying with Durgapur Steel Plant in stock aga­
inst some other order. The decision to acc:pt joists of inappropriate lengths 
was also motivated with a view to avoid transportation difficulties w-hich 
15 metre lengths would have had to face. In the caseofchannels, it is also 
noted that the ,Mloy Steels Projects did approach the Durgapur Steel Plant 
direct. It is not, therefore, correct to blame the steel producing Plants, solely. 
The Alloy Steels Projm should have planned its requirements early and 
intimated the same to the steel producing plants. Apparently this was not
dont. In fact is the case of ckannils, ike n ’quircments weire n tt 
intimated at all; it was just a chance that the material was lying in stock with 
the Durgapur Steel Plant. So far as the suppliers are concerned, the



committee are unable to appreciate that the Hindustan Steel Limited Plants 
(e.g. Bhilai in this c^se) should be unaMe to'produce what is required by 
another sister unit, merely because it was a small order. If this Is the case 
with the Alloy Steels Project the Committee apprehend that other consumers 
must be experiencing much greater hardships. The Committee recommend 
that Government should enquire into this matter to determine the reasons for 
such failmes and suggest remedies for future guidance. Steel is a precious 
commodity and losses resulting due to wastages on account of supplies in 
random sizes, as occurred in the case of Alloy Steels Project should be treated 
with concern. (Paragraph 52) .

Reply of Goyernment
_ The needs of the consumers have to be balanced against the economics 
of rolling optimum tonriage^^ f'or this&ipufpose mutu adjustments are 
necessary on the part of the consumers (accepting random lengths at times) 
and producers (by rolling small but priority orders). Government have 
tak^n a decision to rationalise the njumber of sections to be produced. With 
the progr^sive adoption of ratibnaiised section by designers we^xpect that 
such probj^ms will be considerably reduced.

[Ministry of Iron and Steel d ,M , No. Pari {6)Al 166 dated the 'ilst January,
1967] V

Reconiiiien&ti3n (Serial No. 13)
The Committee the work of the consultants was

called for, especially because their contract is related to the passage of time 
and not to the progress pf work. They recommend that efforts should be 
made to see that the construction of tne project is completed according to 
the present schedule. (Paragraph 57).

Reply <rf Goveri^ii^nt "
Noted. ^
[Ministry of Iron & Steel O.M, No. Pari (6)-11/66 dated the 31st Januaryy 

1967],
RecoiomendsiHoii (Serial No. 17)

V' V is-• —  ■ -
The Committee recommend that the Project should ensure that the work 

of fabrication is finished within the revised schedule at least. So far as the 
need to inciease the fabricating Ncap^ity. in t|ie country is concerned, they 
would draw attention to para 111 of their Eighth Report on Townships and 
Factory Buildings of Public Undertaking^. (Paragraph 70).

Re^y irf Gorerpm^nt
The fabrication of steel structure is. .almost complete.
[Ministry of Iron and Steel O, M. No. Pari (6)-l 1 /66 dated the 'Mst January, 

1967] •
RecoiiiiiieiidatloB (Seij^ No. 18)

The Committee are surprised at t^e m m t  ID Wiliill thC dCSiSlOn tO 8Ct 
up the Project was taken. No .economip feasibility study was conducted and 
as such Government did not baVe adequate data oh the economic viability 
of the Pioject, the cost of production and profitability or otherwise of the



project as a whole. Government merely decided to set up an alloy steel 
plant in the public sector of a specified size without going into the economics 
of it. (Paragraph 76)  ̂ ;

Reply of Government
Although the economic feasibility of the project was not worked out at]" 

the lime of approval of the project report in February 1961, this aspect was 
taken into consideration in all subsequent stages of the development of the 
project. In fact, the decision to increase.the capacity of the plant was based 
on the consideration of the economic viability.

[Ministry of Iron and Steel O. M, No, Pari (6)-l 1 /66 dated the 3\st January, 
1967] '

Recommendation (Serial No* 19)
The country^s demand for various types of alloy steels is much more than 

the anticipated production of the Plant. Therefore, there can be no problem 
of marketing. Nevertheless, the Plant should determine judiciously priority 
of various items keeping in view the margin of profit thereon and also the 
importance of the items from the national angle. (Paragraph 79) •

Reply of Government
' Noted.- ... . .. • : ■ ... ., ■ ■ . .

[Ministry oflron and Steel O. M. No. Pari (6)-l 1/66 dated the Zlst January, 
1967]

Recommendadoa (Serial Ne* 20)

The committee are glad to learn of the efforts to prc^uce indigenously 
these raw materials. Government should extend all facilities not only to 
those vvh3 produce these items but also to others, who have proposals for 
starling production of other materials required by the plant. (Paragraph 82)

Reply of Govanment
This is already being done,
[Ministry oflron and Steel O. M. No. Pari (6)-l I /66 dated the 315/ January^ 

1967]

Recommendation (Serial No. 22)
Since both the Alloy St^ls Project and the Durgapur Steel Plant are 

units of Hindustan Steel Limited there should not be any difficulty in finding 
a solution to the price problem. It is understood that scrap is already being 
transferred from Durgapur Steel Plant to the Alloy Steels Project" The 
Committee expect that an understanding with regard to the price of scrap 
will be reached soon* failing which the Head Office of H.SX, should fix it. 
(Paragraph 87).

Re{rfy of Government

TflS settled by Chairman, H.S.L.

IMmistrv o f lron and Steel O. M. No, Pari (6)-l 1/66 dated the3lstJaruar\\ 
1967] ‘  ̂ . ’
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Recommendation (Serial No, 2̂ ^

If the ferro-alloy Plant had been set up along with the Project with a 
foreign exchange component of Rs. 2} crores, imports worth Rs. 9 crores 
could be saved and a net saving of Rs. crores in foreign exchange could be 
effected. This is another instance where by trying to save a small amount 
of foreign exchange by not setting up a Ptoject, considerably more foreign 
exchange will have to be spent on imports year after year. The Committee 
recommend that in future when propo^s for setting up new projects are put 
up for Government approval, full details regarding the anticipated saving in 
foreign exchange should be stated. Government should also take into 

I account the long term benefits while considering such proposals. Refusal 
to allot foreign exchange is not always a sure way of conserving it, (Paragraph 
91).

Reply of Government
Schemes for manufacture of Ferro-chrome were approved for both the 

private sector and the State public sector. They ^ave made good progress 
and it is expected that the ^ em es  will go into production by about 1968, 
when significant demands for Low Carbon Ferro-Chrome arise. Their 
production is expected to cater to almost the entire demand for Low-Carbon 
Ferro Chrome during the Fourth Plan period; The setting up of ancillary 
units to manufacture raw materials required by the Alloy S t^ l M 
under constant review and every facility is offered for the setting up of these 
units.

[Mimstry of Iron and Steel 0 ,M . No, Pari (6)-ll/66 dated the 31st January, 
1967]

Recommendî ion (Serial No« 25)
The Committee recommend that strict control should be kept over the 

capital expenditure so that the expectation of better input-output ratio is 
realised. (Paragraph 98).

Reply of Government
Noted.
[Ministry o f Iron and Steel O. M. No. Farl (6)-l 1/66 dated the 3\st January, 

1967]

Recommendation (Serial No. 26)
The Committee have referred in para 76 ante to the fact that without 

assesising the profitability aspect, the project had been proceeded with. 
The calculations made by the consultant later on are stated to be incorrect. 
As the project is expected to run at a loss during the first stage, utmost 
economy will have to be exercised by restricting expenditure to the minmxun. 
The position should be reviewed by Hindustan Steel Limited and Gbvejm- 
ment from time to time so that, adverse trends, if any, are checked in time. 
(Paragraph 101),

Reply of Government
Noted. 7

[Ministry o f Iron and Steel O. M. No. Pari (6)-ll/66 dated the ^ist 
January^ J967]
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Reoomin^^tiqa No, 27)
The Committee have already stressed the need for exercising great vigi­

lance on -expenditure all round so' that' |he' Project attains the bredK-eyen 
point at the earliest.’ Since the calculations of manpb'wfeir by the Project 
show art'infcrease of 36'per'cent over the estimate ih‘the Detailed*]Wbĵ ct 
Report, if would be desirable to feve standard force determined. The Head 
Office should keep a strict watch 6ver the manpower. (P^kgraph 104).

1., Reply, of .Goyernment - ^ -
-̂ Sla'fidkrd force ini rys^cf jof'prodiibtion departments for ASP has already 

t)efen worked out. There is hbt much difference between the standar|d| force 
estimated by the Project, in cbn^ttation with Atlas and that given in the 
l*roject' Report ■ prepa’red' by ‘ 0astufcb. ' Regarding ribh-technical depart­
ments every effort is being made to keep the number to barest minimum and 
introduce mechanization in ac(»u.nting ,and other wbrk from the start.

\Ministrv of Iron and Steel O, M. No. Pari (6)-l 1 /66 dated the 31 j/ January, 
I967J, „ , V : .

RcGommendation (Serial No. 28)
The Committee wejconie thp decision .taken by the Alloy Steels Project 

and the Durgapur Steel Plant to have pooling arrangements for the houses 
of their employees with a view to effect economy. (Paragraph 109).

Reply of Government
No comments.
[Ministry of Iron and Steel O, M. No. Pari (6)-ll/66 dated the 3lst 

January, 1967]
Recommendation (Serial No. 29)

The Comniittee discussed with the Secretary of the Ministry of Iron 
and Steel whether it would not be advantageous to set up washeiries as part 
of the steel Plants, as was the case with Durgapur. He stated that it would 
be correct to do so if the steel plant was locat^ near the coal fields, as was the 
case with the Durgapur Steel Plant. But if the distance between the steel 
plants and the coal mines was considerable, as in the case of Rourkela and 
Bhilai and the Plants were designed to use more than one type of coal, than 
the advantage would lie in locating the washery near the coal mines. This 
would result in saving in transport costs as otherwise, for every tonne of clean 
coal required by the steel plant 1:4 tonnes of raw coal would have to be 
transported from the coal mine to the Plant. Secondly, middlings which are 
produced by coal washeries are utilised by power stations and expenditure 
would have to be incurred in transporting them from the steel plant to the 
power stations. - ,

The Committee agcw with the above reasoning and think that it will not 
be profitable to locate the. washeries at the steel plants unless there are special 
advantages as at Durgapur. (Paragraphs 118-119).

Reply of Government
Noted.
[Ministry of Steeh Afines and Metals (^Department of Tr̂ fi iSfCCf)

d.M. No. Pari Jaied lha \6th January, 1968]



Recommendation (Serial No. 30)

J13

^^The arguraent put^brwatd-by the Secretetryfof the rMiniscry bf Irbn and 
Steel, namely, that the Detailed Project Reports .were not prepared to save 
tinie IS not borne out by facts:: The decision to ‘set up the washeries was 
taken in April, 1956 while invitations to tender were issued much later 
aftei* a lapse of 1 year and 2 |‘ months in the case of Dugda I,* 2 yeats and 10 
months in the case ofrBhojudih aiM 2 years and 6^ months in the'case'of 
Patherdih washeries. ^

This shows that there was ample time for the Detailed Project Re^ 
to bs prepared. Ths Committee, therefore, fesl that it was not correct to 
have-proceeded with the Projects- without the preparation o f  Detailed ^Pro­
ject Reports. . ‘

Had the Detailed Project Reports^ been prepared, a proper'^assessment oF 
the demand, for washed coal would have been made in respect of each 
washery,. .and the present position of tie  washeries not beiifg able to work to 
full capacity for want of demand and incurring losses would hot have'arisen. 
(Paragraphs 123-125). ' ^

. Reply of Government > :
The circumstances under which Detailed Prpject Report was not prepared 

have already been explained and the desirability of preparing Detailed Pro­
ject Report in such cases accepted. Tn fact for Dugda II washery,.takeh up 
later, a Detailed Project Report was prepared,

[Ministry of Steel, Mines and Metals {Department of Iron and Steel) OM.
Mo, Pari (6yilj66 dated the I6th January, 1968]

Recommendation (Serial No. 31)
Considering the time taken for awarding;the contractfor Kargali Washeryj 

it appears to the Cornmittee that the. time taken for. awarding contracts for 
Washeries at Dugda I, (16 nionths), Patherdih (19 months) arid Dugda-II 
(18 months) is on the high side. . As Governnient had gained experience by 
the setting up of the Kargali Washery, the time taken for setting up of 
H.S.L. washeries should have been less. Moreover, the contract for the 
Kargali Washery was processed by the Directorate General of Supplies and 
Disposals. As Gqvernnient arid the H.S.L'. were directly dealing with these 
contracts, it should have beeii possible to examine the tenders and finalise 
the contracts in a shorter period than the D.G.S&D. (Paragraph 129.)

...  ^̂ Reply of Government .........  ..
Noted for future guidance. .
[Ministry o f Steel, Mines and Metals {Department of Iron and Steel) 0,M. 

No. Pari {6)-ll 166 dated the I6th January, 1968] . ^
Recommendation (Serial No, 32)

When the commissioning of Dugda-I Washery was; delayed on account, 
of delays within the country, action should have been taken to avoid similar 
pit-falls in the commissioning of Bhojudih and Patherdih washeries. For 
example, there was delay in arranging bank guarantee in the case of Dugda- 
I and in opening 1?^?! o f STOdit in thC CSSC Of FathsMih Waskery. Again 
in the case of Dagda-I there was delay in providing rail siding and this was 
repeated in the case of Bhojudih Wasi.v/. The Committee are concerned



over repetition of similar omissions. As pointed out by the Committee in 
their Thirteenth Report on Management and Administration of Public 
Undertakings, in the formative stages of a projret, the responsibilitjj of the 
Ministries should not cease after sanctioning the prqiert and or entering into 
agreement with contractors, but they should also ensure that they progrep 
according to the schedule and whatever difficulties are likely to arise in their 
implementation are foreseen and attended to. (Paragraph 135)

Re|ly of GovenuBent
Noted for future projects.
[Ministry o f Steel, Mines and Metals (Department o f Iron and Steel) 

0,M. No. Pari (6)-l 1/66 dated the 16/A January, 1968]
Recommendation (Serial No. 34)

The deterioration in the quality of raw coal is hot peculiar to H.S.L. 
washeries, but a general phenomenon prevalent in the country. The link­
age of collieries to washeries suggested by the Fourth Working Group ap­
pointed by Government has not worked well. Much therefore, depends on 
the linkage which the Coal Controller, might suggest. H.S.L. no doubt, 
will apprise the Coal Controller the factors which caused the failure of the 
present linkage and also make suggestions for a solution of the problem.

Since the loss in yield of clean coal is as high as 5 per cent for every increase 
of I percent in ash content of raw coal, the committee suggest that urgent 
steps should be taken to ensure that the raw coal purchased does not contain 
more ash than the washeries were originally designed for. (Paragraphs 
114-142)

Reĵ y of Govermieiit
There has been a general deterioration in the quality of coal received as 

a result of changes in the production pattern in coal. Fresh linkages are being 
worked out by the Technical Committee in consultation with the Coal Con­
troller, on the basis of availability in respective collieries and rational rail 
movements. With the deterioration in the quality of coal however, it has 
not been possible for all the washeries to have linkages to the original design. 
Although as per grading of the coal the average feed conforms to the design 
input of the washeries, in actual eflfect the percentage of ash is more. This 
can be avoided by joint sampling a solution which the coal trade felt was 
not workable but as a result of discussions held in September, 1967 with their 
representatives, a Committee of consumers and the suppliers has been set 
up to evolve a satisfactory system of Joint Sampling. HSL will employ, 
an independent agency for carrying out sampling and analysis of coking coals 
at selected supply and destination points. This agency will study the varia­
tions in the quality, if any, at the two ends, explain the reasons thereof. 
DiflRculties involved in implementation of joint sampling or sampling by an 
independent agency at one place or another would also be studied. The 
findings of this agency would thereafter be discussed by the Joint Sampling 
Committee and remedial measures suggested.

[Ministrv o f Steel, Mines and Metals {Department of Iron and Steel)
O.M. No. Pari (6)-11/66 dated the 16th January, 1968]

RswimnfBiIifira (§«ria* no. 35)
Since the supply of raw coal is a permanent affair, a solution has to be 

found for ensuring that the grade of coal for which payment is made conforms
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to the grade actually supplied. The Gommittee h ope that the HSL, in 
consultation with the Coal Controller and the collieries will devise an 
equitable solution to the problem. (Paragraph 146).

Reply of Goyemment
Replies to Serial Nos. 33 and 34 answer in details the action taken to 

ensure that the grade of coal for which payment is made conforms to the 
grade actually supplied.

[Ministry o f Steel, Mines & Metals {Department of Iron & Steel) O.M, 
No, Parh dated the \6th January^ \96%\,

Recommendatioii (Serial No. 36)
The Committee recommend that studies should be initiated to find out 

the factors which are responsible for comparative inefficiency of the HSL 
Washeries with a view to adopt suitable remedial measures. (Paragraph 
150).

Reply of Goyemment

A Technical Committee was appointed in Julyj 1965 consisting of 
experts of HSL, Indian School of Mines and NCDC. According to the 
Report of the Committee the main reasons for the deficient working of Dugda 
Washery is the presence of excess-J" size coal fines in the feed. This 
is responsible for reducing the input capacity of Dudgda from 2 4  mJ tonnes 
to 1*8 million tonnes per year. Judged on this basis the performance of 
Dugda-I during 65-66 was 74% in terms of raw coal feed, with current 
level at 91%. The working of Dugda-I will improve when excess J*" 
size coal will be diverted to Dugda-Il where there is enough capacity to deal 
with this size of coal.

Central Engineering and Design Bureau have suggested some modi­
fications, to Dudge-I to enable the diversion of excess-^' size coal to 
Dugda-II. But the modifications will be given effect to only after the capa­
city of plant and machinery of Dugda-lt for handling this excess quantity 
is established. As Dugda-II capacity has not yet been tested, divsersion 
of excess size coal has not yet been made.

The Technical Report on the Performance of Bhojudih Washery by 
CFRI has since been received and it is under examination.

[Ministry of Steeh Mines and Metals {Department o f Iron A Steel)0 ,M , 
No, Pari. 166 dated the \6ih January,

j^commendation (Serial No. 38)
It is needless to point out that the creation of excessive capacity leads 

to locking up of capital which has to bear interest charges. The Com­
mittee, therefore, recommend that in future, proposals for setting up a new 
washery should be approved only after ensuring that the capacity of the 
existing washeries is being utilized in full. It is understood that HSL 
is in touch with the N.C.D.C. with regard to setting up; of new washeries.
Before deciding io set up new washeries, tke Government skould critically 
assess the demand and compare it with the installed capacity. (Paragraph 
156).  ̂  ̂ .
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Noted for future gitidance*  ̂ : '  ̂ .

[Ministry o f Steel, Mines and Metals {Deparimetu of Iron 6i Steel) 0,M , 
No. Pari. {6)-H/66 dated the 16/A January  ̂ 1968]* '

Recommendation (Serial No. 39) . .
The Committee think that the inability to supply TISCO washed coal 

at the rate envisaged earlier was the reason for not working the.washery 
to full capacity for a period of a little over two years. That there is now 
going to be adequate demand for the washed coal produced by that washery 
does not alter the fact that supply of washed coal to. TISCO was taken for 
granted without entering into a contract. In not having entered into a 
specific agreement w ith ’TISCO regarding the supplies,’ Government and 
HSL hj;?d tailed to provide one of the fundamental safeguards. TheGomnii- 
ttee hope that necessary ' lessons will be drawn from this experience. 
(Paragraph 160).

Reply of GoverniHent
The recommendation of the Committee has been noted. . The position 

now is that in view of the increased demand from HSL steel plants them- 
$t lv£s the cfT-take of washed coal is assured. ’

[Ministry of Steel, Mines and Metals {Department of Iron d  Steel) 0,M, 
No. Pari (6)-11/66, dated the 16/A January  ̂ 1968].

Recommendation (Serial No. 40)

The Committee's observations with regard to supply from Bhojudih 
to TISCO (para 160) are equally applicable to the supply from Patherdih 
to II SCO. (Paragraph 163).

Reply of Government
Recommendations of the Committee have been noted. HSL do not 

envisage any difficulty in the off-take of washed coal from Patherdih. In 
view of the rise in demand from HSL steel plants for washed coal, no spe­
cific agreement has been entered into by HSL with TISCO since that 
ŵ ould amount to a commitment on the part of HSL to assure a given quantity 
to ilSCO. Requirements of HSL steel plants have a high priority.

[Ministry of SteeL Mines & Metals {Department o f Iron d  Steel) O.M. 
No. Part. (6)-ll/66, dated the I6th January, 1968]. ,

Reconimendation (Serial No. 44)
It will be seen that the appointment alone of the Technical Committee 

took 6 months. That Committee was originally expected to submit its Report 
by the 3rd October, 1965, but the Report had not been received till February, 
1966. If the findings of the Central Fuel Research Institute regarding 
the loss of yield of clean coal are correct, then HSL will have lost Rs. 36 
lakhs due to delay in setting up the Technical Committee and its coming 
to a finding. The Committee cannot but observe that Hindustan Steel
Llmlteci iias failed to treat tke matter wltK tKe urgent wKich It deserved. 
The Technical Committee should be asked to submit its Report quickly 
and expeditious action should be talcn to implement its decisions. If
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the TechnlcarCoininittee' has ndt yet completed- investigation, they should 
examine tlie following mittefs’:— \ - - • * : i ’ ‘ '

(0 The extent o^ loss due to lesser reeovery of clean coal; ,
(//) XHe steps that are necessary for washing coal 6f and less;

(iii) Cost of equipment and capital expenditure necessary for install-; 
ing the facilities for washing such material; and

(zv) Whether considering "the capital ' expenditure and the accrual 
.of.benefits, it woiild be econprnic to wash the material T̂ iferred 
to: (Paragraph ,179) . . . .  = . . ? .

., Reply of Government
The Report of the Technical -Committee was finalised and submitted ifi 

March, 1966. The various recommendations in the Report are under imple­
mentation. ; • f . ‘ , r.

[Ministry o f Steeh Mines & Metals {Department of Iron Steel) O.M. 
No, ParL dated the I6th January, 1968],

Recominendatioii" (Serial No. 45)
While the Committee have invarialbly noticed that there are excessive 

stocks of spares and stores in most public undertakings in, this particular 
Prc^ect  ̂ the reverse is the case. In the light of the experience of the Dugda-I 
Washery, steps should be taken to build up necessary stocks of spares in all 
the washeries. (Paragraph 182)

Reply of Government
Planned procurement of one year’s consumption of spare allowing for 

necessary lead time is under implementation by the Hindustan Steel 
Ltd.-; O ' . ^

[Ministry o f Steely Mines & Metals {Deparitnenf of Iron & Steel) OM, 
Pari. No, (6)-UI66y dated the 26th Januaryy 196%

Recommendation (Serial
Dupiai I Washery incurred heavy loss amoufl^  ̂ Rs. 50>97 lakhis in 

19®-6J aiid 1962-64. The Comniitted are ihidined to think th^^ in Edition 
to the fact that the washery worked at a lesser capacity, there must be other 
reasons for losses  ̂ Some of the deficiencies in the working of the washery 
which accounted for substantial losses and which were referred to in the 
Report of the Central Fuel Research Institufe are given below along with 
the amount of loss as estimated in that report:

Rs. lakhs

17

(/) to ss  in yield of clean coal due to.higher ash content in raw
Coal • • • • • . • . . . • 72

OT) Non-washing of under-sizcs at 1/4” due to defective design in the
jig box • .  • • « • • •  • . . 36

(Hi) Unsteady operating conditions of the washery , . • 14

(h^ Lesser numter eflfectlve working hours . . . .  35

Total . . . .  157



The deficiendes pointed out by the Central Fuel Research Institute are 
stated to be under the examination of a Technical Committee. In the light 
of the findings of that Committee, HSL should reassess the extent to which 
the losses was due to the defects in its operations. HSL should also 
examine the prospects of sales cost of washing and the price which can be 
obtained and take suitable steps to make the working of the washery eco­
nomic. (paragraphs 195-196)

Reply of Goverament ,

The Technical Committee has stated that “the Committee is of the opinion 
that data collected by CFRI in such a state of the plant could not justifiable 
form the basis for drawing inferences regarding its normal performance and 
consequently profit and loss’’. Further it has already been explained by 
HSL that in the opinion of the" Technical Committee the main reason 
for the unsatisfactory performance of Dugda-I coal washery is the presence 
of excess 4* size coal in the coal feed to the washery.

The Department of the Joint Financial Adviser of the CWP draws up 
separate monthly cost sheets for each washery under 6 major and 24 minor 
heads for comparison with the actuals of the previous months, in order 
to pin-point the rise in cost and the reasons for the same. As has been stated 
earlier in reply to other recommendations, the performance of Dugda-I 
has improved. When the diversion of the excess quality of i"  size coal 
to Dugda-II is achieved, the performance of Dugda-I will improve 
further. ,

The Technical Committee, in their Report, has analysed the estimated 
loss referred to in the C.F.R.I. Report, item by item, and have made their 
recommendations thereafter. As has already been stated, recomnrenda- 
tions of the Technical Committee arc under implementation.

[Ministry o f Steel, Mines & Metak {Department o f Iron & Steel) O.M. 
No. Pari. 166, dated the \6th January, 1968]

Recommendation (Serial No. 50) .
Considering the main responsibilities of the Project OSice enumerated 

in para 199 ante, the staflf employed by that Ofiice appears to be on the high 
side. The Committee understand that a standard force is being finalised 
for the Project Office. This should be done. (Paragraph 200)

Rc|dy of Government

The standard force of Dugda-I and Bhojudih Washeries has since been 
finalised. The standard force for Dugda-I including officers and all cate­
gories of staff has been fixed at 497 to be achieved by 30-6-68 till such time 
this is achieved the present force of 532 will continue.

For Bhojudih, at the present rate of sampling the standard force has 
been fixed at 477 for all categories of jofficers and staff. When hundred 
per cent sampling is undertaken in the Laboratories, the standard 
force will be 497.

i, of Steel, Mines & Metals {Department o f Iron & Steel) O.M.
No. Pari. (6)-ll/66. dated the I6th January, 1968]
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RecommendatkiB (Serial No 51)
Hie Gommittee have already referred in para 153, that the demand for 

washed coal had decreased and the washCTies had consequently to be operated 
much below the rated capacity. In the circumstances, urgent action should 
have been taken to determine the standard force of the Washeries. Apart 
from the question of determining the standard force, the decrease in off-take 
of washed coal, which became apparent in November, 1963 and was expected 
to continue until the additional blast furnances and coke oven complexes in 
the expansion schemes of the steel plants went into production, should have 
been followed by a freezing of recruitment. The Committee are surprised to 
note that the statf has actually been considerably increased during 1962-63 
and marginally during 1963-64. (Paragraph 203) ,

’ Reply of Government

The standard force for Dugda-I has since been finalised. The potal 
strength, excluding staff for hospital, sdiool, Accounts and executives is as 
under :— i .

511 tiU 30-6-67.
492 , from 1-7-67. , . . .
467 i from 30-6-68. ' ,

[Ministry of Steel, Mines & Metals {Department of Iron & Steel) O.M.
No. Par 1(6)11/66 dated the 16th January, 196S}.
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; CHAPTER III '

RECOMMENDATIONS WTIICH THE COMMITTEE DO N O t DESIRE' 
TO PURSUE JN VIEW OF G0VERNMENT:S REPL^ , .

, f ! Recommendation (Serial No. 2) ' ‘ ‘
’ . ’ • ' ‘ ^ ' '  ' '

The total consultancy fee payable to the consultants (Rs. 1.43 crores) 
works out to 2 per cent of the total estimated capital cost of the Project 
(Rs. 70.64 crores). There are several instances where Government secured 
consultancy services from foreign,countries at a-much lower proportion to 
the total capital cost. It appears that in their negotiations with the consul­
tants, Government had no comparable standards, probably because ho other 
firm in India was available to quote competitive rates. In the opinion of the 
Contmittee the total fee paid or agreed to be paid is on the h i^  side. 
(Paragraphs 12-13) . . ,

Recommendation (Swial No. 2)

It would not be correct to say that the total fee paid or agreed to be paid 
to Dastur is on the high side. In making coniparisons of such fees with fees 
paid in other cases the following have to be kept in view :—

(a) the scope and extent of consultancy services rendered by the 
consultants : and

(b) the value of the project within the plant boundry. As the value 
of the project goes up, the percentage charges for consultancy 
services go down.

At the time terms of consultancy agreement were negotiated with Dastur 
& Co., Government had before them quotations from some foreign firms. 
For Engjneering Service during constniction, a firm from France had quoted 
6,2% of the value of the project provided that plant was erected within 3 
yeius from the date of signing of Ae Agreement, A U.K. firm had quoted 
4i%  of the cost of whole work plus costs incurred in India by the Consul­
tants supervisory organisation on site and the extra costs incurred in the ins­
pection, etc. of any plant and equipment, if the source of supply be outside 
U.K. As against this. M/s Dastur & Co. original quotation at that stage was 
an all inclusive fee of 31% of the value of the Project. '

[Ministrv of Iron & Steel OM. No. Par l (6 ) - l l /6 6  dated the 31si January, 
1967].

Recommendation (Serial No. 4)

The Committee recommend that one agency should be made respon­
sible for sup^^iji^n <?9n|tr««ioij work and making papWtSi It 930 
be either the consuhants or the Plant authorities according to the nature 
of work. Work, for which know-how is available within the public sector 
should not be entrusted to outside agencies. (Paragraph 20)
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 ̂'Reply of tjovernmenf '  ̂ "

.While it. would be the eBdeayour. to see. that one agency is responsible 
for supervision of construction work and making payments, there will neces­
sarily have > to. be some modifications to this arrangement when there are 
private consultants. In this connection attention iŝ  also invited, to para 
47 (p/56)-6f .the , 23rd Report—(3rd Lok Sabha) of the Public Accounts 
Committee., . ■ . - , .

{Ministry of Iron & Steel O. Mi No. Par/. (6)-ll/66Y/^7feJ//?e ^IstJanuaryu 
1967]. ;■ ‘ ^

. - Further information called for by the Committee

(a). What modifications: the Government propose to make to the arrange­
ment that one agency should be made responsible* for supervision of cons­
truction work and making payments in case private consultants are engaged 
for supervision of construction work?

(b) Would these modifications ensi;rethe elimiratic n of delay in 
execution of cor'Stri ct’on work when there are private const Itants ard 
at the same time guard agairst oyci; payments ? If sô  how ? The details 
of the proposed scheme in this respect may phased be explained.

[Lok Sabha Secft, O.M. No, 22-PUI61, dated the lOth July, 1968],

Further Reply of Government r

(a) & (b) With Hindustan Steel’s own Central Engineering' and Design: 
Bureau which is fully equipped to deal with their projects, including the 
Alloy Steels Plant, the situation where a private consultant may have to be 
engaged should not now normally arise. However, in the event of a 
private conisultant having to be engaged, as public funds are involved, it may 
be necessary to check measurement certificates, etc. given by consultants^ 
for purposes of payments.

[Ministry of Steel and Heavy Engineering O, M. No. AS-I{\^)j65-VoL II, 
dated the 5th March, 1969].

Recommendation (Serial No. 21)

The Committee recommend that the Project should keep in touch with 
the international market and arrange to build sufficient stock when the 
prices become favourable, so that production does not suffer. (P^tragraph 
83), -

Reply of Government /

Imports of raw materials at a time have to be related to the availability 
of foreign exchange. In view of the difficult foreign exchange position of 
the country, it will be difficult to implement the recommendation of the
Committee. ,  ̂ ■

[Ministry o f Iron and Steel O.M. No. Pari. (6)-l 1 /66, dated the 'ilst January 
1967].
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Recommendattoii (Serial No. 24)
The Commitlec feel that the setting up of a Ferro-Alloy plant has not 

been given the urgency it deserves. The licensing of private firms and their 
production should have been so timed as to coincide with the commissioning 
of the Alloy Steels Project, In fact both the schemes should have been 
considered as parts of one project. It takes 3-J years for a Ferro-Alloy 
Plant to be'Commissioned after placing of orders for plant and machinery. 
Since the Alloy Steels Project is to be commissioned by 1966-67, the 
private firms ought to have been given a time limit upto end of 1963 to take 
a decision whether they were going to set up the plant immediately or 
not. Every facility should have been afforded to them for setting up the 
Project in time. Failing a positive response, arrangements should have 
been made to set it up as a part of the main project. It is surprising that 
this has not been done and Government are merely contemplating a review 
after six months. The Committee recommend that the setting up of a 
Ferro-Alloy plant should be given top priority and a decision in this regard 
taken without further delay. (Paragraph 94)

Reply of Govermnent
See reply to recommendation No. 91.

[Ministry of Iron and Steel O. M. No. P a r i . d a t e d  the 3l5f 
January, 1967].

Recommendation (Serial No. 33)
The main difficulty facing the washeries is the deterioration in the quality 

of raw coal supplied. The Committee were informed during evidence 
that the ash content of the raw coal was higher than anticipated earlier. 
For example, in the case of Dugda-1 Whashery, it was expected that 52 per 
cent of raw coal feed would have maximum ash content of 19 per cent and 
the remaining 48 per cent of the raw coal would be with an ash content of 
19 per cent to 23*7 per cent. The above forecast had not materialised 
and the washery got 32 per cent of the coal with lesser ash content and 
the remaining 68 per cent of raw coal contained higher ash content than 
envisaged. (Paragraph 138).

Reply of Government

As per reply submitted on Serial No. 15 Para 57of the 29th Report on 
Durgapwr Steel Plant—(copy enclosed) APPENDIX-I.

[ Ministry of Steel, Mines & Metals ( Department o f Iron & Steel) O. M.
No, Pari. (6)-il/66 dated the I6th January, 1968]

RecoimneBdation (Serial No. 37)
During evidence, the Chairman, HSL advanced the following reasons 

for the decrease in the off-take of washed coal by the steel plants
(/) Certain dates were envisaged for the starting of the blast furnaces 

and there was some delay ijj t^e

Coke rate has improved from 1-5 tons to 1*3 tons of coal per
‘fe  tonne of steel.
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The Committee are not convinced with these arguments. It seems that 
the demand for washed coal was over assessed. What is worse is that the 
rated capacity of Bhoju^h was enhanced from 0-84 to 1-4 million tonnes 
in 1961. It is true that in the context of expansion of the steel plants, the 
outlook for off-take of washed coal might improve but this does not justify 
the establishment/expansion of washery at a time when there was not enough 
demand for the coal. As late as in 1963 the Steel Plants served by these 
washeries were expected to take only I*93 million tonnes of washed coal 
from them whereas the installed capacity of these washeries was 2 * 84 m.t. 
Le. nearly one and a half times. (Paragraphs 154-155).

Reply of Government

In the context of the envisaged expansion of Steel Plants, the washing 
capacity as indicated was then created, but the iron making capacity and the 
washing capacity, as already explained, did not grow simultaneously, thus 
creating a temporary imbalance. This, we expect, will be automatically 
corrected during the Fourth Plan period.

[Ministry o f Steel, Mines A  Metals {Department of Iron & Steel) O. M.
No, ParL (6)-ll/66 dated the I6th January, 1968].

Recommendation (Serial No. 41)

The Committee recommend that steps should be taken to analyse the 
reasons for the Dugda-I washery working for lesser hours than normal. The 
Committee suggest that due attention should be paid to this matter. (Para­
graph 167).

Reply of Government

The steps recommended by the Technical Committee appointed by 
HSL to rectify the defects are being implemented. The performance of 
the Washieries generally, including the working hours and idle hours, are 
watched by Management on weekly basis. Better planning for spares 
has also been taken up which would reduce the break-down hours. The idle 
hours as percentage of available hours have been approximately 40 % during 
1966 as against 52% in the previor.s year and 54% in 1964-65.

[Ministry of Steel, Mines and Metals (Department of Iron d  Steel) O. M.
No. Farl. (6)-ll/66, dated the I6th January, 1968].

Further information called for by the Committee

What has been percentage of idle hours to available working hours during 
1967? How much time would it take to raise the eifective working hours 
to 14 or bring down the percentage of idle hours to 12J?

What are the reasons for such a high percentage of the idle hours at 
present even after implementation of steps recommended by the Technical
Comnuttee appointed fey H.S.L. to ffictify the defefls ?

[Lok Sabha Secretariat O. M. No. 22-Pt//67, dated the 10th July, 1968]
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. Further reply of^Gpveriimeiit , ,
" The percentage of idle hours to available hmrs during4967^6.8 and,for 
the months oP April, 1968 to September, 1968 is-indicatied below;, .

1967̂ 68 ' 45-5%
. AprUi968, ' V:'  ̂ f   ̂ i - '  ' V: \ ’48*'5%

May 19)58 : v * \ v
June 1968 /  ' ./;■  Z:; . /  / : / ,V'  52*3%.

' "Ju ly  1968̂  . ;V ' ’ 45*3%
Aug. 1968 :V : ; /  -39-8%
Sept. 1968' .. ' ‘ '45-1%

It would be seen from the above figures that the idle hours were minimum 
during August, 1968. In fact these have been fluctuating from time to time. 
Tlie tnain reason is that the indigenqus industry, is. still in developing stage 
and the quality of spares manufactured by.them has not yet reached the 
required standards.  ̂ Use of sub-standard indigenously made equipments/ 
spares are resulting in frequent breakdowns and high percentage of idle 
hours. Continuous cHbrts arc however being made to improve the 
indigenous supplies and it is expected that the idle hours will be reduced to 
a considerable extent within the next 10 to 12 months. . . ,

In spite of the implementation of most of recommendations of the Techni­
cal Conunittce, the performance of Dugda washery continued to be unsatis­
factory and the percentage of idle hours remained high. A Technical Group 
was therefore appointed in February 1968 to conduct a review and determine 
the effectiveness of the action taken and also recommend steps required for 
eOicient work of Dugda washery. The Report of Technical Group has been 
received recently and is being examined by HSL. A decision is expected to- 
be taken soon

A General Manager has since been posted at the Central Coal Washeries 
Orgamsation and the problems of jdle hours, maintenance extra of Dugda 1 
washery are being looked into by him.

[Mmistry of Steels Mines Meials (Deptt. o f Iron & Steel) O.M. No. Pari 
ifi) A116̂  dated the ird 1968],

. Recommendation (Serial No* 42)

The cost of plant and equipment of H.S.L. washeries includes certain 
elements which are not included in the cost of plant and equipment of 
Kargali Washery. The same is true of Kargali Washery also. Except two 
items, the other elements which comprise the cost of plant and equipment of 
Kargali Washery are not included in the elements of cost of Hindustan Steel 
Liinited Washeries. The Committee do not, therefore, consider the argument 
that the plant and equipment of HSL Washeries contains something more 
than the N.C.D,C. Washery as wholly valid* They recommend that a com­
parison of the cost of plant and equipment of HSL Washeries and other 
Washeries in the country should be made, element-wise, so as to pinpoint 
the eieuients which have accounted for the increase. Such an analysis will 
be helpful for future guidance, .

Tl\e Commitice also rccommend that whenever socb decisions are taken,
{lie avaiklMe dabk^ daUi A o M  k  collected to have an Idea about the 
f^sonablencss of the cost of piant and equipment. (Paragrapiis 170-171).
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A note on. th e  comparative ,CQSt of Duj^da and Kargali. Washeries js en- 
closed .(Appendix. 11)̂ ,̂i ' 4. . n

{Mitiistry o f Steel,'Mmes^i& Metals Iron <^Steel^p,M,N^^
Pari {6yil/66 dated the I6th January, 1968] ■ ; ^

. Further informaticNB called for by the Committee ^

WlietKer a comparati the cost of all the washeries ofH.S.L.
has been' made WitK that'bf viribus other^asheHes iiithe country ? If so, 
separate notes may be furnished washery-wisey If not, the reasons there­
for. ' '*

[Lok Sdbha Secretariat O. M. l^o. 21-PUI67, datedJhe lO/A July, 1968] 

Further reply of Govfemment .

A .note on‘comparative, costs of Kargali and Dugda washeries was fur­
nished to the Committee in reply to the observation made in S. No. 42. It 
was explained therein the difficulties experienced to compare the cost of 
the two washeries. In the reply now furnished to S. No; 43 it has been 
pointed out that the Inquiry Committee could not make a meaningful section- 
wise comparison of the costs of the Dugda I ar d Dugdall washeries although 
they are located at the same place and equipments were supplied by foreign 
contractors from the same country. The need for washing different types of 
coal at different washeries and improvements in designs are made in course 
of tinie as ^technology advances. Besides this, it has been found that a 
detailed break up of prices with weights and quantities is not generally avail­
able. Taking into account all these facts it has not been considered possible 
to niake further comparison of costs of HSL washeries with other washeries 
in . the country, > .

[Ministry o f Steel, Mines & Metals (Deptt. of Iron & Steel) 0,M, No. Pari
(6)-ll/66 dated the 'hrd December, 1968].

Recommendation (Serial No. 43)

Dugda I and Dugda II have a capacity of 2.4 imllion tonnes each. The 
cost of plant and equipment in case of Dugda I is Rs. 4 crores while in 
case of Dugda II it is Rs. 5.26 crores. Though th^r capacity is the same the 
price difference is to the extent of Rs. 1.26 crores. The Plant of Dugda I 
was ordered in November, 1958 while order for Dugda IIwas ̂ a^^ May, 
1963. The Committee cannot understand how prices for the same capacity 
of plant in the very same country could have risen by Rs. 1.5 crores or 31.5 
per cent in 3^ years even after taking into consideration technological 
advancement etc. The Committee desire that an enquiry may be held 
:into this matter. (Paragraphs 172-173). a

Reply of Government

A Committee was appointed to look into the matter:  ̂ The Report of the 
Committee has since been received and is under consideration.

{Ministry o f Steel, Mutes & Metals {Department of Iron & Steel) O.M. No. 
Pari {6)-l\ 166 dated the I6th January, I96i] •

-25



Farther MonaMloa calked for 1  ̂flie Conimittee
Y^en the Report of the Committee, iappomted to make an enquiry, was 

received ? Has the consideration of the Report been coqipleted? If so, 
give the findings contained therein with the comments of the Government on 
those findings?

How much time would it take to complete the consideration of that 
Report, if not completed so far ? The date by which the findings with the 
comrnents of Government thereon will be intimated to this Committee.

{Lok Sabha Seat. O. M. 22-PUI67, dated lOth July, 1968]

Fnrtiier Refdy of Government
The report of Committee appointed to look into tht increased cost of 

Dtigda II was received in November, 1967. The Rep6rt has been exam
The contract for Dugda-I was placed in November 58 and that for 

Dugda II in May 1963; thus there was a gap of years between the place­
ment of these contracts. The contracts prices in both cases included not 
micrely plant and equipment procured from USA but also a large propbrtion 
ofmaterjals, equipment etc, prqcuied from India as well as the cost of civil 
cn^neeringi erection etc. Therefore the normal increasessin the USA as well 
as increases in rates and prices occurring in India have contributed a portion 
of difference between the contracts costs. Even allowing for only an increase 
of 2J% per annum the normal price incrcaseitself would amount to 11.25 
percent i.e. Rs. 45 lakhs. The Committee found that as contracts for 
Dugda I & Dugda II were aw ards on turn-key basis and break-up of the 
prices given by the contractors were only indicative it was very difiRcult 
to compare the relative costs of even yery closely related items in the two 
plants. However taking into account the escalation estimated above and also 
the price differences on account of extra or improved facilities provided in 
Dugda II the Committee felt that even if any other tendering party had been 
asked to execute the work the difference between the contract price of Dugda 
1 and Dugda n  would have been of the same order.

This Department have agreed with the conclusion drawn by the Com­
mittee.

fM/nisrrv o f Steel, Mines & Metals (Deptt. o f Iron & Steel) O.M, No.
ParK6)-l\l66,daled the 3rd December, 196B]

Recommendation (Serial No. 46)
The capital cost of Kargali Washery is stated to be less because it is a pit­

head washery resulting in savings in layout and buildings like bunkers and 
conveyer belts etc. In the case of Durgapur Washery, since it was a part 
of the steel plant, all expenditure on railway marshalling yard, the township, 
the power line communication etc., were all part of the steel plant. More­
over the cbst of the plant was also less because it was part of a package 
deal. . ■

It is understandable that these favourable factors made it possible to set 
up the Kargali and the Durgapur Steel Plant Washeries at a lesser cost. 
Sut, the Gpromittee are not convinced that these factors account for such 
a large difference in the capital costs. The Committee recommend that the 
reisons fw ths Isfg? difference in the capital cost of NODC Washery
the Hindustan Steel limited Washeries should be properly analysed for 
future guidance. (Paragraphs 184-185)
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 ̂ - r of Government /  ,
" - Answer to Serial No. 42 is referred.  ̂ ^

[Ministry o f Steel, Mines 8l Metals {Department o f Iron 8l Steel) 0,M. 
No. Pari (6)-ll/66 dated the \6th January  ̂ 1968] .

■ ' ' : I' ' ' . /'
. - Recommendation (Serial No. 47) .

In the case of Dugda I the cost of washing is more than double that of 
Karg^i washery. While the Committee agree that the factors referred to 
in the preceding paragraph account for some increase in the cost of washing, 
they are not convinced that they can account for such a wide difference. 
They feel that the working of the washery needs-close scrutiny with a view to 
bringing down the cost. They urge that immediate steps should be taken 
towards this end and proper watch kept till the cost cornes down to a com­
parable level. (Paragraph 190)

Reply of Government
A comparative item-wise position regarding the behaviour of costs at 

Dugda Washery between 1964-65 and 1965-66 is given below along with 
the cost of NCDC Kargali Washeiy in 1965-66.

(A) Cost o f Dugda and Kargali Washed Coal
Cost of production, at 

. Dugda washery
Cost 'o f  

NCDC’s 
Kargali 

Washery

Cost Element 
Net material cost * ,
Freight .  .  .
Operating Cost . .
Total Works Cost . ,
Depreciation . ,
Interest on working capital 
Interest on loan capital . 

Return on capital i .
Total cost/ price ,

(B) Operation Bata 
Item

(0  Ash in input coal . . .

(//) Ash in washed coal . .

(///) Extent o f washing . , ,

(/V) Yield/Usage/Tonne of washed coal

(v) Yield of Middlings . . .
(vi) Averagecost of rawcoa! . ,

RS./-TW)
1964-65 1965-66

(Rs,/T(W)
1965-66

23 *52 23-77 35-6?
10-76 10*85 200

' 7*73 '■ 7 *30 5 01
42 01 41 *92 42-70
3*20 2*46 1 -16

■ ■ • • 0-68
1-91 0*91

•  • .. 1 -60
47*12 45-29 46-14

HSL-Dugda NCDC-Kargali

20 9 % 16 -4 to 17 -4 % Average 
16-0%

17'4% 16*2 to 16-4% Average 
. 16*3

3*5% 0 ‘1 to 0*9 Average
' 0*5

82-8% 69‘9% or 1431 Kg 
or
1208 Kg '

20*5% 10*9% ,
Rs^,25 *50/T RS.27 10/T



It will be seen from the above that the pwition in Dugda has improved 
both with reference* to its own performance in 1964-65 and.that.of.Kargali 
Washeiy in 1965-66. " . ^

In this respect it may be noted that a comparison of Dugda with the 
Kargali Washery is not a comparison under equal circumstances. NCDCs 
Kargali Washery enjoys a nom ^r of advantages over Dugda.

The Kargali Washery is a pit-h<ad washery. Raw coal fed into this 
Washery comes from Ithe tollieries of the NCDC. - Two advantages follow 
from this—one in respect of transport and the other in re^rd  to the quality 
of coal fed. , , . . ,

Dugda is a central washery and gets its raw materials from about 26 
collieries varying in washability characteristics. If, for example, the average 
ash content in the input raw coal at Dugda is 20 *9, at Kargali it varies bet­
ween 17 4  to 16 4 to get an average of 16 ’9. The extent of washing done 
in Dugda is as high as 3*5 percent. At Kargali it is merely 0*1 to 0'9 
oran aveiageol 0 6, This is reflected in the item shown in the table as 
operating cost/ f

One of the principal advantages of being a pit washery to Kargali is that 
the element of cost on account of freight is only Rs. 2 *00 there whereas in the 
case of Dugda it is as high as 10*85 (1965-66). It mayi be iioted further 
that Kargali docs not have to incur any cost on account of Marshalling Yard 
operations. Dugda, for reasons of being a central washery, has to incur it 
to theextent of Rs, 2 -50 per tonne.

A better comparison could be to go by operating efficiency in physical 
terms both at Dugda and Kargali. In this respect, it will be seen that while 
in Dugda the yield percentage is 82 ‘8 in spite of difficult washing, in the case 
of Kargali it is only 69 -9. This is a l^  reflected in the item shown as net 
material costs. It is expected that with increase in production during the 
Fourth Plan period, the Washery at Dugda would improve its operating 
efficiency resulting in further reduction in costs.  ̂ *

[Ministry o f Steel, Mines & Metals {Department of Iron 8l Steel) O. M, 
No. Pari (6>l 1/66 dated the \6th January, 196B]
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. CHAPTER IV

RECOMMENDATIONS IN te P E C T  OF WHICH REPLIES OF 
GOVERNMENT HAVE NOT BEEN ACCEPTED BY

THE COMMITTEE

Recommendation (Serial No. 5)

It appears that Government at the time of appointment of the consultants 
did not realise that in addition a Production Adviser will be needed due to 
the incapacity of the consultants" to discharge that function. When this 
was brought to their notice time had to be taken in selecting a suitable 
firm. This process was unnecessarily prolonged as it to<ik over 20 months 
to appoint a Production Adviser after the appointment of the consultant. 
(Paragraph, 29) ‘ ; ' ' . ‘

Reply of Government
The Government was aware that tKe techiical know-how for the pro­

duction of Alloy Steel will have to be obtained from a source that was diffe­
rent from the consultants. The agrwment with the* consultants provided 
that they would indicate in the detailed project report, talents and resources 
likely’ to be actually available within the country and from abroad for pro- 
dtiction know how and training. As has bsen mentioned in the foot nota 
under pai^graph 43 the Production Advisers' were ’ appointed in July 
1961, /;e;, -vrfthin about 11 months of' the submission of the detailed project 
xeport by the consultants or in about five months after'the acceptance of 
the project report. • ‘ ! , . • •

[Ministry o f Iron & SteelO. M. No. Pari (6)-11/66 dated the iXst January, 
1967] ■ ,,

Comments of the Committee
* Please ̂ ?  Paras 4-5 of Chapter I of the Report;

Recommendation (Serial No. 6)

The Committee feel that the tirne of 1J years taken in approving the de­
tailed Project Report was too long. Perhaps it was.aof necessary to send it 
to all the parties mentioned in para 26 who necessarily took their time on 
scrutiny. If a sense of urgency was shown it should have been possible 
to reduce this time considerably. (Paragraph 28)

Reply of Government
It is not correct that it took years to approve the Detailed Project 

Report* The Project report submitted by Dastur & Co. in August 
19^ was approved in February 1961, i.e. in about 7 months time. Further^ 
time was howeyer, taken in obtaining the views of the production advisers 
and to modify the report to the extent necessary in view of these comments. 
Since this was the first project of its kind to be set up in India some detailed
examination o itke  various issues was necessaty. ^

[Ministry o f Iron & SteelO. M. No. Pari (6)-l 1/66 dated the 2\st Januarv, 
1967J '  ̂ .
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Comments of the Committee

Please see Paras 9-10 of Chapter I of the Report.

Recommendation (Serial No. 10)
The Detailed Project Report envisaged completion of all the preliminary 

stages within 12 to 15 months. The time actually taken for their completion 
ViidS 30 months. The delay in the appointment of Production Adviser 
h<ts been referred to in para 25 ante. The Committee find that even after 
the approval of Detailed Project Report, Government had taken three months 
to give approval for the issue of invitations to tenders. , After inviting tenders, 
n took nearly an year for the ultimate selection of the suppliers.

The Committee cannot escape the conclusion that the entire work has 
proceeded in a leisurely rhanner. In none of the various stages could it be 
said that delay was inevitable. If a purposeful effort had been made at any 
stage it should have been possible to reduce the delay considerabl>v (Para­
graphs 44'46).

Re|>ly of Government

The Detailed Project Report submitted by the consultants was approved 
in February 1961. In February 1962 HSL had approved the revised pro­
ject after obtaining the comments of production advisers and the consul^ 
tants. Since the revised project mcreased the costs substanfially, the matter 
was referred to the Government for its approval* Examination oif the pro­
posals took some time and the Government's approval to the issue of invi­
tations to tenders was conveyed in May 1962, The approval in February, 
1962 was that by HSL and that in May 1962 by Government. The time of 
3 months taken by the Government in examination of the revised projiect 
cost is ccmsidered reasonable; The ultimate^lection of suppliers did take 
some time because of the complex nature of the project and the alternative 
propo^ils offered by the equipment sujpplier as also availability of foreign 
credits for iinancirig the cost of the proj^t.

[Ministry of Iron & Steel O. M. No, Pari 
Jmntary, 1967]

Comments of the Committee
Please see Para 13 of Chapter 1 of the Report,

Recommendation (Serial No* 12)
The Committee feel that a very lenient \iew has been taken of the slow 

progress of work by the consultants. There has been delay from the very 
beginning* Soil investigation, which was to have been completed by July, 
1961 was completed in January, 1962. Soil preparation which was to have 
been done between February. 1961 and February, 1962 ŵ as not completed 
e\en by the 30th June, 1964. The progress achieved by 30th June, 1964 
was site levelling 84 per cent and embankment, 50 per cent. (Paragraph 56)

Reply hi CA¥£ffllMRt
The progress of the consultants has been reviewed on several occasions. 

Some of the delays on their part were due to non-receipt of data from the 
Equipment Suppliers, This data according to the consultants, was n^ssiary
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for them to prepare the specifications. As regards delay in soil investiga­
tion and soil preparation, the consuhants have explain^ the delay due to 
thd late appointment of Contractors who were to execute the actual work.

[Ministry of Iron & Steel O. M. No» FarL (6)-ll/6$ dated the 3Lŷ  January^ 
1967] '

Further information called for by the Committee
indicate the specific (^ses where supply , of specifications was 

delayed by the consultants though the supply of such spepifications 
was not dependent onrdata from the equipinent suppliers; the 
exitent of dday and the loss suffered on this score.

Has any action been taken against the consultants in such cases of 
delays ? If  so, what ?

(c) How far the explanation given by the consultants that soil investi­
gation and soil preparation were delayed due to late appointment 
of contractors who were to execute the iactual work is true ?

{d) The time by which appointment of contractors was delayed and the 
reasons therefor. \ ^ o  were responsible for this delay in appoint- 
ment ? ■

[Lok Sabha Sectt, O. M. No. 22-84/67 dated the IQth July  ̂ 1968] 

Farther Reply of Government
{a) The li t̂ of specifications which were considered to have been delayed 

are mentioned in para 55 of the 31st Report of the Committee on 
Public Undertakings (Third Lok Sabha).
The consultants’ xontention was that such specifications could be 
issued by them p^ly after getting leleyant data from the suppliers. 
This position has ̂ een confirnaed %  the C. E. & D.B; o f  Hindustan 
Steel Limited also. . ^

. In view of the above, the Question of loss suffered due to delay in 
receipt of specifications, etc., does not arise.

{b) In view of the explanation offered earlier in reply to Question 3(a) 
under serial No. 12, the question of taking action against the con­
sultants does not arise,

(c) Sc{d) According to the D.P.R. the soil investigation and site level­
ling were to be completed in 16 and 12 months’ time respectively 
from the date of order to proceed with the Project from the Govern­
ment. The D.P.R. was accepted in February 1961 by the Govern­
ment. Assuming February 1961 as the date to proceed with 
the project, the soil investigation and site levelling'should have 
been completed by August ‘61 and February "62 respectively. As 
against these, the actual execution of various items of work was 
as follows :—

Soil Investigation V .

The specifications for soil investigadon were received from the consul­
tants in February, 1961. These were subsequently scrutinised and revised in 
consultation with the consultants. - Tenders were invited, the opening date
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of which was fixed, for A{kq1 12, 1961.. In the meaa time, on grt^unds of 
urgency,., one, of the reputed Calcutta firms were < e n tru s t  with tUs work 
Later when their pofonnanoe was found to be not satisfactory, their con­
tract was terminated and the work was entrusted to another contractor» 
who siihinitted a quotation in response to earliei invitation to tender. The 
work was completed by January, 1962. There was thus a delay of about 
6months. . ,

The consultants could start detailed design work only after the final 
layout was accepted and the Main Plant. Contracts were awarded, i.e. by 
about the end 1963. In the circumstances the earlier delay of about 6 
months in completing soil investi^tion was immaterial.

Site Levelling
So far as sute levelling is concerned, the contract for the same was awarded 

in April, 1962 after observing the necessary formalities. Under one of 
the contracts awarded, , A.S.P. were to assist the Contractor in 
procuring certain earth-moving machinery from abroad. Import could not 
be arranged in time. Due to this, it became necessary to carry out the work 
manually. Further the performance of the Contractor was also found to 
be slow.

In view of the above, we feel that placement of contracts was not really 
the factor contributing to delay in the execution of soil investigation work 
and site levelling.

{Ministry of Steel and Heavy Engineering O. M. No. AS-l(lS)l65~Vol. II  
dated the 5th March, 1969J

Comments of the Committee
Please see paras 20-21 of Chapter 1 of the Report.

Recommendation (Serial No. 14)
The Committee find that there have been delays by the Suppliers and 

Contractors. Before final payment is made to them, the performance of 
each should be carefully examined and the clause providing for the levy of 
liquidated damages should be suitably invoked. (Paragraph 59)

Reply of Governmeat
Noted.

{Ministrv of Iron & Steel O.M. No. Pari (6)-ll/66 dated the 31st January, 
196T1

RecommendaticHi (Serial No. 15)
So far as the estimation of loss sujBfered or extra expenditure incurred is 

concerned, the project authorities have admitted that it would be desirable 
to calculate them, but they hava stated that it can be done comprehensively 
only at the completion of the project. The Committee think that such 
calculation— t̂hough it mav be a little rough—should be made concurrently
so M  t k  6f MtV ift edMtilliaidfl/efifflffiiSSidftirig are Wouglit
home to al! concerned more pointedly. (Paragraph 60)
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. R ^ y of tite Government,
Noted. .

[Ministry o f Iron & Steel O, M. No. Pari (6)-l 1 /^  dated the 31^/ January^ 
1967]

' Furtttf iniforniiitton called for by the
' CmmittM

(a) Has any attempt been made to assess the extent o r loss suffered or 
extra expenditure incurred on act^unt of delay in construction/commission­
ing since April, 1966 ? If so, the details of such loss/extra expenditure may 
be given. . ,.

{b) Has any action been taken to levy the liquidated damages as pi'cvided 
in the contract with the supplieirs and contractors ? If so, with what re­
sults ? If not,, the reasons therefor. ■

(Ix)k Sabha Sectt. O. Mi No.^,22^PVl&7 dated̂  t^^ IOjA/m/j', 1968)

Further Reply of Government

(a) Delay in constructibn/commissibning of the Plant is likely to result 
in (a) increased capital cost 0 )  loss of production and. consequejitial loss 
in production. So far as (a) is concerned, it is estimated that the additional 
capital cost due to delay in completion of the Project beyond April, 1966 
may be put at Rs. 9 • 50 Million as per details given below

(a) Consultants’ fee ..  .. .. Rs, 4*10 million

(b) Expenditure during Construction .. Rs. 5*40 million
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Rs, 9 ‘50 million

Tn addition to the above, some portion of increase due to enhanced custom 
duty rates, devaluation of rupee and wage escalation will also be attributable 
towards delays. It is, however, difficult to quantify the amounts. As re­
gards (6), the loss of production due to delay in completion is difficult to 
quantify.

(^) Although a suitable clause providing for levy of liquidated damages 
is included in all the contracts, actual levy of damages presents 
considerable difficulties. In such large contracts, the contractors usually 
build up their prices on the basis of the Plant supplying them certain essen­
tial construction materials. During the period when this Plant was under 
construction, the supply position of cement and steel in particular, and 
many other items in general, was rather diflScult. Considerable delays did 
take place on account of non-supply of such materials in time. Levy of 
liquidated damages would only invite counter claims from the contractors, 
and which, ifreferred to arbitration, might be decreed against the Plant. 
Under some supply contracts, liquidated damages have, however, been 
levied. All the main Contracts have yet to be &alised and the levy pf
d a m a g e s , wherCYCf nCCCSSaiy and p 6 §^iU e, w il l  b e  co n s id e r ed . ,

[Ministry o f Steel & Heavy Engineering O. M. No, AS-\{\i)j65-Vol. II 
dated the 5th March, 1969].



Recommeiidatiott (Serial No* 16)
The Committee find that the Consultants and Contractors have been 

blaming each other for poor progress in construction. It is regrettable that 
in spite of the fact that the Chief Engineer of the Project was in overall 
charge for construction and erection, these delays and bickerings have occur­
red. This can be attributed to poor co-ordination and control. The Com­
mittee expect that those responsible for the delays will be penalised and proper 
supervision exercised in future. {Paragraph 66)

Reply of Government
It IS true that for quite some time difficulties were experienced in coordi­

nating the work, ofA.S.P, However, since the constitution of the Planning 
Reviewing Committee, in October, 1964, there has been substantial improve­
ment in the situation and much better coordination exists at A.S.P. Com­
mittees recommendation's with regards to penalities is noted. ....

[Ministry of Iron & Steel O, M, No, Parl(6y\ 1 /66 dated the 31 /̂ January^ 
1967]. .....

Comments of the Committee
Regarding Replies to Recommendations at Serial Nos. 14, 15 and 16
Please see Paras 27—28 of Chapter I of the Report*

Recommendation (Serial No. 49)

As regards the suggestion that the washeries should be treated as service 
units, the Committee are of the opmion that if the Washeries are to work 
with maximum efficiency at mmimum cost, they should function as inde­
pendent commercial enterprises and show comparable results with other 
washeries in the country. If on the other hand, they are treated as service 
units, there will be no incentive for them to keep their cost of producion 
down and It will perpetuate inefficiency. (Paragraph 197)

Reply of Government

H.SX. is of view that the Washeries are meant to be service units only, 
established with the main objective of conserving the limited stock of coaking 
coals and they should not be made to achieve cost plus financial results at 
the cost of main steel producing units, whose financial achievements are 
already burdened with heavy capital fixed Costs. According to them, the 
pcrfonnatioe of the Washeries can be judged by applying other criteria 
such as increase in production, quality of coal washed, maintenance done, 
etc. In fact, these criteria are being applied in evaluating the performance. 
For improving the quantity and quality of coal washed, suitable Incentive 
Bonus Schemes have already been introduced at Dugda I, and Bhojudih 
Coal Washeries.

[Ministry of Steely Mines Sc Metals (Department of Iron Sc Steel) 0,AL 
No. Pari (6V1 dated the 16ifA January, 1968].

Cewfflffltg 5f iU CoffliBitte , ,
Pleaî e see Para 31 of Chapter I of the Report. ' . -
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CHAPTER V

RECOMMENDATIONS IN RESPECT OF WHICH FINAL RE­
PLIES OF GOVERNMENT ARE STILL AWAITED

N I L

/ G. S. DHILLON, 
’ Chairman,

Committee on Public Undertakings, 
N ew  D e u o  ; ■

Vaisakha3, 1891(S)
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{Vide reply to recommendation at Serial No. 33 Page 21)
Reply o f Government to Recommendation at Serial No. 15 Para 57 o f 

the 29th Report on Dtirgapur Steel Plant.
R^mmendation c

The high ash content in the coal results in lower blast furnace output 
and consequently higher cost of production. The Gomniittee desire that 
some suitable solution should be found in order to ensure supply of required 
quality of coal to the steel plants. They would also urge that the comp­
laints from the Steel Plants regarding quality of coal supplied by the collie­
ries should be dealt with quickly by the Coal Board and in case it is found 
that the coal supplied is inferior, immediate regradation should be done 
to avoid extra payments by the Steel Plant, The time taken at present in 
this regard, which was stated to be about 6 months, can hardly be consider­
ed satisfactory.

Reply of Goveriunent
The Ash content being generally high a sizeable quantity is, washed be­

fore it is fed to the Coke Ovens. - With a view to conserving the limited 
resources of metallurgical Coal, the coking coal collieries have been linked 
with the steel plant and coal washeries. The available coal is allocated to 
steel plants and washeries by the Coal Controller on the basis of technologi­
cal requkements of the plants, taking into consideration the chemical ana­
lysis etc.

2. The following action has been taken to ensure supply of quality 
Coal—

(0 A Committee, consisting of the representatives of coking coal 
’ producers and consumers, has been constituted, which would

devise a mutua:lly acceptable system of joint sampling of coal.
(») As an experimental measure, it has been decided to appoint an

. Independent Agency to carry out sampling and analysis simul­
taneously at 20 to 30 selected loading points and at 
destination. This agency would also explain reasons for any 
variations in quality at the two points— l̂oading and destination. 
The Agency has been selected and the work is likely to commence 
shortly.

APPENDIX I
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(Fi<fc reply to recomBQendation at Serial No. 42 Page 23)

Note on comparative costs o f supplies between Dugda anot K iga li 
IVasheries,

It is difficult to compare the costs betvveen Kargali and Dugda Washerles. 
The flow-sheet for the two plants and the problems encountered are totally 
different, although there is no great difference in raw coal input. This 
difference is maiiJy due to the following :  ̂ .

1. At Kargali there is practically no stockyard and the coals are fed 
directly to the washery from the mine and as thewashery is located at the 
mine. At Dugda coals will come by railway wagons from nearly 30 collie­
ries or more which have to be tippled and stored. 30,000 tons of storage 
has been provided. Against this at Kargali there are two ropeways being 
constructed for supply of coal from Bokaro at a cost of about Rs. 26 lakhs 
No car hauls, tipplers or weigh bridges were provided at Kargali whereas 
at Dugda there are included both for raw as well as washed coal.

2. At Kargali, due to the limited source of supply from two collieries, 
there was no need for providing pre-washers. Instead, there are after 
washers. After washers for recovery of middlings deal with only 245 (180 
plus 65) tons/hr. or only about 30 percent of the total input is re-treated. 
At Dugda, 95 percent or more of the coal has to be re-treated. This means 
that the total installed washing cai>acity at Dugda is nearly twice as much 
as at Kargali. For every 100 tons input Kargali washery has to deal with 
130 tons; at Dugda, 195 tons. As a result handling, screening, washing 
etc., is nearly double that at Kargali.

3. At Kargali, there are three M.M.S. Washers (including a rewasher) 
of a total capacity of 540 tons/hr. at Dugda, 560 tons/hr. At Kargali, 
the jig washer capacity, including rewasher, is 290 tons per hour; at Dugda 
720 tons/hr. Thus, the total washing capacity at Kargali is 830 tons/hr. 
as against 1,280 tons/hr. at Dugda.

4. At Kargali, there is only one set of loading bunJcers directly situated
over rail with no facilities for blending of individual coals no automatic 
loading devices, no bln level indicators. The total loadinig bunkers capacity 
is about 4200 tons. At Dugda, there is a 4000 tons blending omi-dewatering 
bunker involving extra mechamcal equipment and conveying equipment 
plus additional sin^e line loading bunker o f2500 tons. ’

5. (a) At Kargali, there are only nine sets of conveyor w-ei^ers
and recorders; at Dugda, there are sixteen of them.

(b) At Kargali, there are no automatic sampling equipment installed. 
At Dugda, there are sixteen such sets. This is essential for 
washing of complex coals.

6. The centralized control at Kargali is in two blocks; at Dugda it is In 
five blocks due to additional equipment

7. The spares and stand by at Kargali were valued at Rs. 6 lakhs, at 
p u ^ a  Pi , 12 laktis.

APPENDIX n
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8. thickners at Dugda are larger than at Kargali and additional'
capacity ofcentrifuging is also provided. , . - ,

9. The dvil works cost at Dugda is nearly twice as much as at Kar-
gaH. , : i!C  ̂ :f

10. Apart from the foregoing, provision has been made in the Dugda"
tender fox water supply, internal roads and drainage machine shop, and 
laboratory equipment, telephone and inter-communicatibn system aiid 
automatic density control of H.M.S. plant. None of these are provided 
in the Kargali washery. Additional provision has also been made at Dugda 
for a ring main system hydraulic coupling of all conveyors motors about 
50H.P. : >

11. There has been an increase in the labour wages as well as prices of
steel and cement since October 195S, when Kargali was tenderd. ; <

The to t^  cost of Kargali washery was Rs. 162 lakhs excluding f rd ^ t , 
insurance and customs duty, and F.O.B. supplies , amounted to Rs. 126 
lakhs. The cost of Dugda would be about Rs. 400 lakhs and F.G.B. Sup­
plies roughly Rs. 150 lakhs. ‘ The diflference is mainly due to the reasons 
indicated above at items 1—11. . '



: ^ {Vide foot-note at Page 3 of the Report) .
Nate regarding Para 13 of Chapter I  o f the Report submitted by HSL 

: at the time of factual verification , ;
It has been observed that about a year was taken by the Government in 

selection of suppliers and this period did not appear to be justified. The 
Committee have, therefore, reiterated their recommendation that the 
entire work waŝ  proceeded in a leisurely manner. f

ft may be pointed out that the total time taken between issue of NIT 
and the issue of letter of intent was IW months (from June 1962 when the 
tenders were issued to April, 1963 when the letter of intent was issued) and 
not 12 months. Out of this period of 104 months, about 6 months were taken 
by the tenderers in submitting their quotations. And out of the balance 
period of 4̂  ̂ months, the consultants look about 8-9 weeks to scrutinise the 
large number of tenders rcccived from contractors all over the world and 
to submit their recommendations. The remaining period of about 9-10 
weeks was taken by HSL and Government to study and approve the consult­
ants' recommendations and locate the source of foreign exchange. Keeping 
in view the volume, complexity and value (about Rs. 20 crores) of work involv­
ed and the time taken to locate foreign developmental aid of this order, the 
period of 4} months taken by the consultants, HSL and Government to 
scrutinise tenders, secure a source of financing foreign exchange, approve 
recommendations and issue letter of intent cannot be considered long. In 
f[ict, this was one of the quickest jobs done.

At^PENDK n l



' {Vide Para 4 of Introduction) r.

Analysis o f action taken by Government on the recommendations contained 
in the Thirty-first Report of the Committee on Public Undertakings 
{Third Lok Sabha) ,

L Total Nuitiber of recommendations made . ; 51

H. Recommendations that have been accepted bv Government (vzV/̂ ?
recommendations at S. N os. 1,3, 7, 8, 9, 11, 13,'l7 , 18,19, 20, 22,23,
25, 26, 27, 28, 29, 30, 3l, 32, 33, 34, 35, 36, 38, 39, 40, 44, 45,48, 50
and 51). ..............................................................  ̂ 32
Percentage to totaJ , . * .. . . . . 02 »7

III, Recommendations which the Committee do not desire to pursue in ’ , .. .
view of Government’s reply (vide recommendations at S. Nos. 2, 4,  ̂*
21, 24, 33, 37, 41, 42, 43, 46 and 47). , . 11
Percentage to total . • ..............................................................T 21*6

IV. Recommendations in. respect of which replies of Government have 
not been accepted by the Committee (vide recommendations at
S. Nos. 5, 6, 10, 12, 14, 15, 16 and 49).............................................. 8
Percentage to total . .  . ......................................................  . 15-7

V. Recommendations in respect of which final replies of Government arc
still awaited. ................................................................ .. . . Nil
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SI.
Ifo.

Naaw of Agent
No,

Name o f Agent

DELHI
24. JaloBookAgency,Connaught 1] 

Place,NewDelhi.
25. Sat Narain A Sons, 3141. 3

Mohd. All Ba^ar, Mori Gate,
Delhi. :

26. AtmaRam it Sons, Kashmere 9
Gate, Delhi-^.  ̂ .

27« M. Jaina 4b Brothers, 11 
MoriOate, Delhi*

28. The Central News Agem^» 15
23/90, Connaught Placed
New Delhi.

29. The English Book- Store, 20
7*L, , Connaught Xircus,

: New Delhi.
? 30. Lakshmi Book Store, 42, 23

Municipal Market, Janpath,
New Delhi, '4

31. Bahree Brothers, 188 Laj- 27
patrai Market, Delhi*6.

32. Jayana Book Depot, Chap- 66
parwala Kuan, Karol Bagh,
New De1hi« !;

.33. Oxford Book Sc Stationery 68
Company, Scindia House, 
Connaught Place, New 
Delhi-1. :

34. People’s Publishing, House, 76
Rani Jhansi Road, New
Delhi.

35. The United Book Agency, 88
; 48, Amrit Kaur Market,

Pahar Ganj, New .Delhi.

36. Hind Book House, 82, 95
Janpath, New Delhi*

■ 37. Bookwell, 4, Sant Narankari 96
Colony, Kingsway Camp^
Delhi-9. 5 .

38. Shri 'N. Chaoba Singh, ,,.77 
News Agent, Ramlal Paul V :  ̂
High School Annexe, , ;
Imphal. « : J

AGENTS IN FOREIGN :
COUNTRIES

39. The Secretary, Establish- . 59 
ment Department, The ..
High Commission of India, : v. 
India House, Aldwych,
LONDON, W.C.—2,
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