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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings, having 
been authOrised by the Committee to submit the Report on their 
behalf, present this Fifty-Second Report on the Action Taken by 
Government on the recommend·ations contaiJled in the Sixth Report 
of the Committee on Public Undertakings (Fourth Lok Sabha) on 
Contracts entered into by Rourkela Steel Plant of Hindustan Steel 
Ltd. with Mis. B. Patnaik (P) Ltd. and others for the supply of Iron 
Ore and Manganese Ore. 

2. The Sixth Report was presented to the Lok Sabha on the 23rd 
December, 1967. Government furnished their replies indicating the 
action taken on the recommendations contained in the Report on 
the 21st June, 1968 and 11th September, 1969. The replies of Gov-
ernment to the recommendations contained in the aforesaid Report 
were considered by the Committee on the 15th and the 25th Nov-
ember, 1969. The Committee authorised the C~airman to finalise 
the Report and present it to Parliament. 

3. The Report has been divided into the following five Chapters: 

1. Report .. 

II. Recommendations that have been accepted by Government. 

III. Recommendations which the Committee do not desire to 
pursue in view of Government's reply. 

IV. Recommendations in respect of which replies of Govern-
ment have not been accepted by the Committee. 

V. Recommendations in respect of which final replies of Gov-
ernment are still awaited. 

4. An analysis of the action taken by Government on the recom-
mendations contained in the Sixth Report (F<rurth Lok Sabha) is 
given in Appendix II. It would be observed therefrom that out of 
35 recommendations contained in the .:Report, 91 per cent have been 
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accepted by Government. Replies of Government in respect of 3: 
per cent of the recommendations have not been accepted by the 
Committee. Final replies in respect of 6 per cent of the recom-
mendations are still awaited. 

New DELHI; 
.Decembe'T 15, 1969 

::-:--~ Ag'TCMt,Htna 24, 1891 (S). 

M. B. RANA, 
Chairman. 

Committee on Public Undertakings. 



CHAPTER I 

REPORT 

A. NON-CIRCULATION OF NAMES OF FIRMS BLACK-LISTED BY GOVERNMENT 

Recommendation (Serial No. 17-Para 80) 

In their recommendation at Serial No. 17 of the 6th Report (4th 
Lok Sabha) the Committee on Public Undertakings were not convinc-
ed with the replies of the Government that Rourkela. Steel Plant 
authorities were not unreasonably inclined to favour some mine-
owners. It was difficult to believe that the Management of Rour-
kela Steel Plant and other concerned offices were not aware of the 
CBI report of B. Patnaik etc. The contracts were given to this firm 
when it was not in a position to raise the required quantitk'S of ores 
from its own mines as is indicated by its associating other mine-
owners for supplieS against the long-term contracts. 

2. The Government in their reply, have stated that there was no 
offidal intimation concerning the CBI Report. According to the 
established procedure, the names of firms which are black-listed by 
Government are circulated and the undertakings do not deal with 
such firms. No instruction'§ in regard to black-listing of Mis. B. Pat-
naik Mines (P) Ltd. were received by the Ministry;Undertakinr. 

3. The Committee re-affiQD that Rourkela Steel Plant ought to 
have taken into account all these facts before entering into any con-
tracts. The Committee are of the opinion that it was a lapse on the 
part of the Government not to have circulated a list of firms which 
were black-listed. The Cm;nmittee suggest that, in future, Govern-
ment .should circulate such lists to all public undertakings as sOOn as 
a finn was black-listed so that the undertakings do. not enter into 
contracts with the black-listed firms. 

B. NEED FOR CLOSER LIAISON AND CO-oRDL"iATION BETWEEN PuBLIC UNDER-

TAKINGS 

4. The Committee find that innwst of cues the Ministry of Steel 
and Heavy Engineering have only brought the recommendtionslob-
~rvations of the Committee to the notice of Hindustan Steel Ltd. for 
future guidance. They desire that the Ministry should ensure itself 
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that in future the undertakings should work in more d05e liaison 
and Co.ordination witb eaeb otber and ill case of disputes involvin, 
delay in settlement IRKh as between Hindustan Steel Ltd. and M.M. 
T.e. the Government should step in to re50lve the difftnlty expedi. 
tiously. 



CHAPTER II 

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY 
GOVERNMENT 

Reeommendation (Serial No.1) 

The CoIlUlliittee are surprised to notice that with a total shortfall 
of 44,922 tonnes of iron ore and 19279.9 tonnes of manganese ore dur-
ing the period January to April, 1965 the Rourkela Steel Plant were 
prepared to treat the matter as a case of temporary imbalance. (Pa-
ragraph 30). 

Reply of Government 

The observation made by the Committee has been noted. It has 
been brought to the notice of Hnidustan Steel Ltd. for future guid-
ance. 

{Ministry of Steel & Heavy Engineering O.M. No. RM-9(15)/68, 
dated the 11 th September, 1969]. 

Recommendation (Serial No.2) 

Even after April 1965, upto July there was a shortfall of 74,623 
tonnes of iron ore and 28,640.9 tonnes of manganese ore. On the 16th 
August 1965, Chairmiln HSL sent a letter to Secretary, Ministry of 
Iron & Steel apprising him of the differences between HSL and 
MMTC on prices of two ores and shortfall in supplies of man ~anese 
ore by MMTC to Durgapur and Rourkela Steel Plants. Me3nwhile 
the position of supplies went on deteriorating. 

The Committee feel that active steps should have been taken by 
HSL to resolve the differences between HSL and MMTC and arrest 
the deterioration of stock position. (Paras 31-32). 

Reply of Government 

The observation made by the Committee has been noted. If and 
when similar situations arise, appropriate action will be· taken in the 
matter without delay. 

{Ministry of Steel & Heavy Engineering O.M. No. RM-9(15) /68, 
. dated the 11th September, 1969]. 

3 
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J&ecwaYlwodation (Serial No.3) 

The Committee regret to note that the Ministry of Iron and Steel 
did not pay due attention to the precariOUs stock position at the Rour-
kela Steel Plant and treated raw materials. stock reports as mere 
routine statements. They feel that if Government had taken effec-
tive action in the matter, the crisis at the Steel Plant cou1d have been 
avoided. 

The Committee are unable to understand why the Ministry issued 
instructions to the Steel Plant to discontinue the submission of state-
ments to them with effect from the week ending the 12th February, 
1966 especially at a juncture when the stock position at the $teel plmt 
was desperate. (Paras 36-37). 

Reply 0{ Government 

The observations of the Committee have been noted. It may how-
ever be pointed out that in the context of the general poJky of Gov-
ernment to respect the autonomy of Public Undertakings it may not 
be advisable for the Ministry to attempt to control the stock position 
which 1& part of the day to day operational problem. 

[Ministry of Steel & Heavy Engineering O.M. No. RM-9(15)/68. 
dated tht, 11th September. 1969j. 

~.tiOD (Serial No.4) 

The matter was also put beyond the pale of any doubt by the 
letler fTom Chairman, MMTCto the Secretary. Ministry of Commerce 
(copy endorsed to Secretary, Steel & Mines) on the 30th August, 1965 
wherein he had stated that the reaction of mine-owners to marginal 
relief in the price (of iron ore) offered by HSL had not been altoge-
ther happy and that future supplies of manganese ore on a satisfac-
tory basis would depend on HSL's willingness to pay a reasonable 
price based on costs. 

It is surprising that even inspite of knowing the attitude of 
MMTC. the Rourke1a Steel Plant authorities did not take any action 
to arrange to supplement their requirements of iron and manganese 
ores by October/November, 1965 but waited till March, 1966 to place 
the ad hoc contracts. . The head otfice of HSL also appears to have 
acted in a routine manner instead of resolving the dispute ensuring 
adequate supplies of ores tc the Steel Plant. 
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It hru. oeen admitted both by the Ministrv and the Rourkela Steel' 
Plant authorities that there was no ban o~ directive on the steel 
plants against making purchases from open market. The Commit-
tee feel that the failure of the Rourkela authorities to make purchases 
from open market earlier was a gross neglect and disservice to the 
.cause of public sector. (Paras 39-40-41) . 

. 
Reply of Government 

The observation of the Comrr.ittee has been noted. 

{Ministry of Steel & Heavy Engineering O.M, No. RM-9(15)/68. 
dated the 11th September. 1969]. 

Recommendation (Serial No.5) 

During the course of evidence the Committee gained the impres-
sion that the Department of Iron and Steel of tlle Ministry of Steel 
Mines and Metals were not in full possession of facts relating to the 
Steel Plants. The Committee do not know whether to ascribe it to 
lack of proper co~dinatiol1 of information in the Ministry itseU or 
to proper exchange of information between the Ministry and the 
Steel Plants. 

During the course of examination of the Head· otJlce of liSL cJ.ur-
ing 1965 the first Committ~ on Public Unde~ngs had felt that 
the Ministry of Iron & Steel had not been able to exercise enough 
control on the working of HSL and the steel plant!!. In para 168 of 
thelr 28th Report (Third Lok Sabha) they had m/ade the followin~ 
~bservations:-

"The Committee have a feeling that during the period the 
Ministry of Iron & Steel have also not ~ able to exer-
cise enough control on the working of Hindustan Steel 
Ltd., and the Steel Plants. They could and should have 
exercised gre~ter vigilance over the working of the Steel 
Plants, e.g., in regard to manpower position, high stocks 
of inventories, production costs, wastages etc." 

The Committee would like to reiterate the above recommenda-
tion as they feel that as the Ministry is responsible to Parliament for 
the general econornlical lmd efficient functioning of HSL, they should 
have periodical reports from the HSL regarding all important aspects 
of their work of functioning. They hope. that they are calling for 
5uch reports and getting ~hem duly scrutinised in the Ministry. 
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While suggesting this the Cvmxnittee is of the opinion that such ex-
change of information is in no way to be considered as interference 
in the day to day administration of the steel plants. No attempt 
should, however, \K! made to encroach upon the autonomous powers 

-of the Corporation. The Committee hope that by cooperative efforts 
better co-ordination would result. (Paras 42-43). 

Reply. of Government 

The observation made by the COlllallittee has been noted. : 

As indicated in the reply given to the observation of the Commit-
tee in para 168 of their 28th Report (Third Lok Sabha) a quarterly 
report on the performance of HSL Plants is already being received 
and reviews are being made. 

[MInistry of Steel & Heavy Engineering O.M. No .. RM-9(lS)/68, 
dated the 11th September, 1969]. 

Recommendation (Serial No.6) 

In order to produce approximately 18,000 tonnes of pig iron every 
week. the Plant required 12,000 tonnes of high grade iron ore. Ac-
cording to the average weekly "programme accepted" i.e., 20543 
tonnes of pig iron, the mon~hly requirement would be 60,000 tonnes. 
Against the average monthly requirements of 60,000 tonnes of high 
grade iron ore, HSL according to their statement indented 75.000 
tonnes in June. 1965. 90,000 tonnes for July-September, 1965, 80,000 
tonnes for October to December 1965, 50.000 tonnes in January 1966. 
45,000 tonnes in February 1966,50,000 tonnes in March 1966 and more 
than 81.000 tonnes in April. May and June. 1966. These quantities 
were later increased by H.S.L. (Rourkela). 

These figures of indented iron ore during the 13 months when 
compared with the requirements as per rated capacity and 'Pro-
gramme accepted' appear to be far in excess of the actual require-
ments of Rourkela Steel Plant. (Paras 46-47). 

Reply of Govel"lllDeDt 

The observation made by the Committee has been noted. This 
has been brought to the notice of the HSL for future guidance. 

[Ministry of Steel & Heavy Engineering O.M. No. RM-9(15)/68~ 

dated the 11th September, 1969]. 
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~endation (Serial No.7) 

The Committee are surprised to see that there is such a wide eli--
vergence between the figures submitted by the Rourkela Steel Plant 
and MMTC in respect of original monthly programmes and Revised 
Programmes. It is curious that two major public undertakings-one 
concerned with the supply and the other with the indenting and re-
ceipt of iron ore and manganese ore are not able to agree on the 
quantities indented and the quantities supplied. -

The Committee feel that suitable procedure should be evolved 
to ensure that there is no disparity and discrepancy in the records 
maintained by the two undertakings in respect of quantities indented 
and the quantities supplied_ (Paras 49-50). 

Reply of Government 

A system to ensure that there is no disparity or discrepancy in 
the records maintained by the two undertakings has been evolved by 
HSL. 

[Ministry of Steel & Heavy Engineering O.M. No. RM-9(15)/68,-
dated the 11th September, 1969]. 

This Ministry accepts the recommendation of the Committee. 
M.M.T.C. has instructed its Regional Office at Calcutta to get monthly 
statements from the steel plants concerned about the indents and 
receipts of iron ore and manganese ore and reconcile discrepancies,. 
if any, with the steel plants direct. . 

[Ministry of Commerce a.M. No. 15/26/67-M&F-I000, dated the 21st. 
June, 1968]. 

Recommendation (Serial No.8) 

In the light of these figures the Committee are not fully convinced 
of the frantic urgency that prompted the Rourkela Steel Plant to 
rush into ad hoc contracts and long-term contracts without inviting 
tenders. (Para 56). 

Reply of Government 

The observation made by the Committee has been noted. This 
has been brought to \he notice of HSL for future guidance. 

[Ministry of Steel & Heavy Engineering O.M. No. RM-9(15) /68. 
dated the 11th September, 1969]. 
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~ (Serial N4t. t) 

The CommiUee faH to understand the reasons which prompted 
the Rourkela Steel Plant to contract only 10 parties all of whom 
were not the largest suppliers of ores out of the 43 parties who had 
supplied ores to them during 1965-66. Calling for'offers appears to 
have \)een done in an unplanned and arbitrary manner. Had the 
plant authorities contacted a larger number of suppliers who had 
supplied bigger quantities of these ores in the past, a rmre definite 
trend of market prices would have become apparent and the con-
tracts for ores could have been placed on a more rational basis. (Para 
9). 

Reply of Govemment 

The observation made by the Committee has ~ noted. This 
hal been brought to the notice of the HSL for future guidance. 

(1Ii..., at S*-1 & Heavy En&in!eering OM. No. RM-9(l5)/68. 
dated the 11th September, 1_1. 

Reeommendation (Serial No. 11) 

The representative at the Rourkela S~l Plant ~nformed. ~e 
oCotnm'ittee that no approved list of suppliers was being maintained 
by the Plant. but that such a list was being prepared now. 

Tht> Committee regret that even after so many y~ars of the set-
ting up of the plant, a list of approved suppUers of important items 
like raw materials is not being maintained by the Plant authorities. 
The Committee hope that a list ot approved suppliers in ,respect of 
various raw materials required by the plant would be prepared with-
out any further delay. (Paras 62-63). 

Reply of Government 

Recommendation has been brought to the notice of HSL and they 
have taken steps to prepare a list of approved suppliers of raw mate-
rials. ~ 

rMinistry of Steel & Heavy Engineering O.~. No. RM-9(l5) l68, 
dated th(' 11th September, 1969]. 
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Recommendation (Serial No. lZ) 

Another areument advanced for not calling for tenders was that 
HSL was discussing the question of price with MMTC at that time 
and MMTC would not have liked such a move on the part of the 
Rourkela Steel Plant. It is felt that from the point of view of MMTC 
calling for open advertised tenders would have had the same effect 
on the market as calling for offers informally and this argument is 
therefore not qUite valid. (Para 65). 

~ommendatioD (Serial No. 13) 

The conditions prevailing at the time when the Rourkela Steel 
Plant made enquiries from the ten parties mentioned at para 57 were 
to a great extent those which were stated by HSL to be the prere-
quisities for calling open tenders: The market and capacity of vari-
ous suppliers was not fully known to HSL. They knew about the 
potentialities and capabilities of those firms only which had supplied 
the two ores to HSL through MMTC. About others they did not 
have full information. . According to their own admission they did 
not have. a list of approved suppliers. It was in the interest of HSL 
to have encouraged new parties and located all sources of suppliers. 
(Para 66). 

Reply. of GoverDlDIMlt (st. Nos. 12 " 13) 

The observation made by the CoJlUl)jttee. has been noted. It has 
been brought to the notice of the HSL for future guidance. 

[Ministry of Steel & Heavy Engineering O.M. No. RM-9(15)/68, 
dated the 11th September, 1969]. 

Recommendation (Serial No. 14) 

Besides other factors like shortage of diesel oil, shortage of trucks 
and entry of IISCO in the market the main reasons for dwindling 
supplies of iron ore !8nd manganese ore to the Plant was the price 
factor. The Committee are therefore, of the view that caning of 
()pen advertised tenders would have resulted in the cheapest rates 
for the two ores being oifef'ed to the HSL. (Para 67). 

Reeommeodation (Serial No. 15) 

It was explained to the Committee that tenders were usually not 
invited in the case of purchase of raw materials. One had to· be 
sure about the quality of the raw materials, the reliability of the 
party and the timely delivery. 
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While the Committee agree that all these factors should be taken 

into account they do feel that the principle of inviting tenders for 
such large scale purchases is a fundamental one. It is, therefore,. 
necessary that proper policy and procedure should be laid down for 
purchase of raw material by the HSL Plants. The absence of such a 
procedure leads to allegations of favourtism and discrinUnation 
which should be avoided by a public undertaking at all costs. (Paras. 
70-71). 

Reply of Government (Serial Nos. 14 & 15) 

The observation of the Committee has been noted and will be 
followed by them as far as possible. . 
[Ministry of Steel & Heavy Engineering O.M. No. RM-9(15)/68T 

dated the 11th September, 1969]. 

Recommendation (Serial No. 16) 

Mis. B. Patnaik Mines (P) Ltd. originally offered iron ore at 
Rs. 16.50 per tonne and Manganese Ore at Rs. 26 per tonne. MIs. 
Misrilal Jain had originally offered iron ore at Rs. 17 per tonne and 
manganese ore at Rs. 27 per tonne. On the other hand Mis. K. Cw, 
Thaper & Sons had offered iron ore at Rs. 16.50 per tonne and had 
indicated that if an order for one lill tonnes of iron ore was placed, 
they would be able to bring down the price to Rs. 16 per tonne. Simi-
larly Mis. Serajuddin & Co. had offered manganese ore at Rs. 25 per 
tonne although they could not make any definite commitment due 
to prior arrangement with MMTC. Mis. Baijnath Sard,a had offer-
ed to supply iron ore at Rs. 17 per tonne. 

The Committee are unable to understand why the Rourkela Steel 
Plant did not consider the offer for 1,00,000 tonnes of iron ore by 
MIs. K. C. Thaper at Rs. 16 per tonne. Similarly the matter could 
have been pursued further with other firms who had quoted low 
prices. 

Instead of following this straight forward line of action the plant 
authorities preferred the procedure of negotiating with parties who. 
had quoted higher prices for these raw materials. If negotiations 
with Mis. B. Patnaik Mines & MIs. Misrilal Jain could bring down 
the rates quoted by them for these ores there is every reason to be-
lieve that similar negotiations with others would have brought down 
their rates. Thus the likelihood of further lowering of prices waS' 
ruled out by ne-gotlating with certain chosen parties. Paras 77, 78 
& '19). 
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Reply of Government 

The observation made by the Committee has been noted. This 
has been brought to the notice of the HSL for future guidance. 
[Ministry of Steel & Heavy Engineering O.M. No. RM-9(15)/68~ 

dated the 11th September, 1969]. 

Rcommendation (Serial No. 18) 

Manganese ore was much more difficult to get than iron ore. The 
export market for manganese ore was extremely good at that time. 
The economics of the Plan were that if iron ore and manganese. ore 
were linked up only then could they expect manganese ore at a rea-
sonable price. Otherwise they would have had to pay Rs. 26.50 to 
Rs. 27 or even Rs. 28 per tonne of manganese ore. 

This plea of HSL does not appear to have a sound basis as even 
in February, 1966, when HSL contacted ten parties informlally two 
firms had offered manganese ore at Rs. 25 per tonnes. This is also 
borne out by the fact that Mis. B. Patnaik and MIs. Misrilal Jain 
subsequently offered this ore at Rs. 25 per tonne. These mine own-
ers shared the supplies to be made to Rourkela Steel Plant with a 
number of other mine-owners. It would, therefore, appear that the 
linking of two ores was artificial and commercially unsound. (Paras 
82-83). 

Reply of Government 

The. observation of the Committee has been noted. This has been 
brought to the notice of the HSL for future guidance. 

[Ministry of Steel & Heavy ~gineering O.M. No. RM-9(15) 168, 
dated the 11th September, 1969]. 

Recom~ndation (Serial No. 19) 

The Committee feel that the insistence of the MMTC on a pack-
age deal for both the Rourkela and Durgapur Steel Plants was un-
reasonable and largely responsible for further deterioration of rela-
tions between the two undertakings. (Para 102). 

Reply of Government 

The Committee's observations have been noted. 

[Ministry of Commerce O.M. No. 15/26/67-M&F-1000, dated the 21st 
June, 1968]. 
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Beeom ....... tioD (Serial No. 28) 

The ad hoc contracta placed on Mis. Mi$hrilal Jain & Sons and 
MIs. B. Patnaik Mines on 2nd March, 1966 were to have run upto 
June, 1966. From March, 1966 to June 1966 there was ample time 
for the Rourkela Steel Plant to have called for open or limited ten-
ders. (Para 104). 

Recommendation (Serial No. 21) 

In June 1966 it W8$ well known among the mine-owners that 
MMTC had finally refused to supply to HSL and that made the posi-
tion even worse. So, issue of limited tender enquiries was not con-
sidered advisable by HSL since it was intended to ensure regular 
supplies at reasonable price .. 

This argument of HSL does not appear to be convincing as Mis. 
Mishrilal Jain & Sons, MIs. B. Patnaik Mines (P) Ltd. and Mis. 
Rungta & Sons who had signed the minutes of the meeting of the 
19th May, 1966 agreed to. enter into long terms contracts with the 
Rourkela Steel Plant in spite of a self-imposed ban. In fact anum-
ber of mine-owners belonging to the Association of mine-ownersare 
now sharing the supplies with MIs. B. Patnaik Mines and Mis. Misri-
1al Jain & Sons against the direct contracts. These arguments of 
Rourkela Steel Plant therefore are not convincing. 

Considering all the circumstances the Committee feel that after 
entering into ad hoc arrangements for three months in March, 1966 
there was sufficient time for HSL to· invite open tenders for their long 
tenn supplies. In view of the known attitude of MMTC there seems 
to be no justification for HSL to wait till July, 1966 for making firm 
arrangements for the supply of these vital ores. (Paras 106-107.108). 

Reply of Govenament (Serial Nos. ze " %1) 

The observation of the Committee l1as been noted. This has been 
brought to the notice of the HSL for future guidance. 

[Ministry of Steel & Heavy Engineering O.M. No. RM-9(15)f68, 
dated the 11th September, 1969]. 
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BeeommendatioD (Serial No. 2%) 

It is thus clear that the parties with whom the eontracts were 
sighed did not themselves have enough capacity to fulfil the con-
tracts. The Committ.ee therefore, feel that orders could have been 
placed on a larger number of mine-owners of the area particularly 
in view of the assurance given to them. by the Chairman, HSL in 
the, meeting of the 4th April, 1966. (Para. 122). 

Reply of Government 

The observation of the Committee has been noted. This has been 
brought to the notice of the HSL for future guidance. 

[Ministry of Steel & Heavy Engineering O.M. No. RM--9(15) /68, 
dated the 11th September, 1969]. 

RecollUlleDdation (Serial No. 23) 

The argument, that HSL preferred to place contracts with two 
or three firms instead of a large number of firms because it was more 
conducive to ensuring regular supplies is also not very conVincing. 
HSL had at every stage visualised routing the contracts through 
MMTC. They had also made a provision for this in the contracts 
negotiated by them. In fact the long term contracts placed by Rour-
kela Steel Plant are now being routed through MMTC with effect 
from 1st July, 1967 and those by Durgapur Steel Plant w.e.f. 1-11-
1967. (Para 123). 

Reply of Government 

The observation made by the Committee has been noted. 

[Ministry of Steel & Heavy Engineering O.M. No. RM-9(15) 168, 
dated the 11th September, 1969]. 

~DdatiOD (Serial No. 24) 

The explanation for placing the contract on Mis. Rungta & SoIl8 
does not appear to be valid for the following reasons: 

(i) Mis. Rungta Sons as per information received from th. 
Indian Bureau of Mines, do not own any iron ore or mall-
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nese ore mines. According to the Government of Bihar 
they obtained a mining lease in September, 1965 but have 
not raised any quantity of iron ore from these mines since 
September, 1965 to September, 1967 and have not 'paid 
any royalty. 

(ll) They had not made any ofters at the time when ad hoc 
contrads were being placed. The offers were made by 
Madan Gopal Rungta and Mis. Mangi Lal Rungta and not 
by Mis. Rungta Sons. 

(iii) The ot'lers were subsequently withdrawn by Mis. Madan 
Gopa! Rungta and Mis. Mangi Lal Rungta. (Para 128). 

Reply of GoverJlllleGt 

The observation made by the Committee has been noted. 

[Ministry of Steel & Heavy Engineering O.M. No. RM--9(15)j68, 
dated the 11th September, 1969]. 

Rec:ommendation (Serial No. %5) 

According to the information supplied by MMTC they had agreed 
to supply the enhanced quantities of iroil ore and manganese ore 
asked for by the Rourkela Steel Plant. Only the revised programme 
for February, 1966 to June, 1966 had not been accepted by them: 
The Comrndttee feel that MMTC should have adhered to the accept-
ed revised programme and ensured full supplies accordingly every 
month. The excuses for short supplies put forward by them do not 
do any credit to them as a commercial concern. (Para 151). 

Reply of GovetDJDellt 

Committee's observations have been noted. As the Committee it-
self has observed, supplies to Rourkela have been re-routed through. 
the M.M.T.e. since 1-7-1967 and supplies to Durgapur since 1-11-1967. 
The M,.M.T.C. has been advised to take note of Committee's obser-
vations in making supplies under the re-routed contracts. 

[Ministry of CommE!'rce O.M. No. 15/26/67-M&F-l000, dated the 21st 
June, 1968], 
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Bec:ommendatiOil (Serial No. 26) 

MMTC had also agreed to the revised price of Rs. 23 per tonne 
for manganese ore, on the 11th May, 1965. The trend of rising prices, 
heavy export commitments must have been taken into account by 
them before agreeing to that price. 

The Committee are of the view that after having accepted the 
price and a certain revised programme for supplies of manganese 
ore, MMTC should have honoured their commitment. They feel that 
the plea of "unattractive price" put forward by MMTC every time 
the question of short supplies was raised, besides being unfair to the 
indentor is also unbefitting for a large trading concern. As an effi-
·dent and reputable trading concern they should have adhered to 
the understanding arrived at a meeting. (Paras 152-153). 

Reply of Government 

Committee's observation has been noted MMTC has been advised 
to avoid recurrence of such lapses . 
(Ministry of Commerce O.M. No. 15/26J67-M&F-1000, dated the 

21st June, 1968]. 

Recommendation (Serial No. 27) 

Throughout the. period July, 1965 to May, 1966 MMTC and HSL 
entered in to lengthy and repetitive correspondence with each other 
regarding prices. Up to May, 1966, however, no efforts were made 
by MMTC to convene a meeting of the mtine-owners for settling the 
price issue. Had the meeting that they finally convened on the 19th 
May, 1966, been held in August/September, 1965, the entire matter 
~ould have been settled earlier. The Committee feel that MMTC 
~xcept for sending complaints and counter complaints to HSL, Min-
istry of Commerce, Secretary Iron and Steel and the General Man-
.agers of the S.teel Plants, did not initiate any positive steps to resolve 
the differences. The fact that even this positive step on the 19th 
May, 1966 by MMTC was taken as a result of instructions from the 
Minister of Comn1erce and Secretary, Ministry of Commerce is clear-
ly indicative of the uncompromising attitude of MMTC. It is regret-
table that MMTC did not suo moto think of such a meeting much 
earlier. (Para 163). 

Reply of Government 

The observations of the Committee have been noted. M.M.T.C. 
bas been advised to take note of the Committee's observations and 
10 take steps to ensure that differences between the Corporation and 
'Other public sector undertakings are resolved within a reasonably 
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ahort period of tilb~ !ililirig which assistance of concerned Ministries 
should be involved to ensute that mter-uudertakirtg disputes are not 
unduly prolonged and do not adversely affect public interest. 

{Ministry of Commerce O.M. No. 15/26/67-M&F-l000, dated the 
21st June, 1968]. 

RecoQllendauon (Serial No. 28) 

The meeting with mine-owners on the 19th May, 1966, as is clear 
from the minutes of the meeting, dealt with the issue of prices for 
HSL and for export supplies. The question of prices of ores for 
domestic and export consumption are so interlinked that one cannoj. 
be considered without the other. The plea put forward by Chair-
man MMTC that they did not consider it useful for the representa-
tives of HSL to have attended the meeting as it considered matters 
relating to exports, is totally untenable. The Committee feel that 
the decision of MMTC to exclude HSL out of the negotiations with 
mine-owners was unfair and unhealthy. HSL were vitally interest-
ed in the matter and it would have been more advantageous both for 
MMTC and HSL to present a joint front to the mine-owners. The 
uncompromising attitude of MMTC in fact resulted in misunder-
standing and distrust between the two undertakings. (Para 169). 

Reply of Government 

M.M.T.e. has noted this observation and subsequent to the direct 
taking over of the Hindustan Steel Limited contracts, a close liaison 
has been established between the M.M.T.C. and the H.S.L. officials 
particularly in matters regarding prices. 

[Ministry of Commerce O.M. No. 15/26/67-M&F-l000, dated the 
21st June, 1968]. 

Recommelldation (Serial No. zt) 

In the above mentioned meeting with mine-owners, it was decid-
ed inter alia that: 

"In future, the mine-owners will desist freIn, making any direct 
approach to HSL for contracts for supply. It is the un-
animous recommendation of the mine-owners that any 
mine..owner who negotiates and/or concludes contract dir;. 
eelly with HSL should be debarred from claiming any 
business through MMTC." 
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The Corrunattee feel that this decision was highly objectionable as it. 
sought to pressurise HSL either to agree to the prices offered by 
MMTC or face closure of the steel plant. It is regrettable that one 
public undertaking i.e., MMTC permitted the mine-owners to take 
such a decision against a sister public undertaking i.e., HSL. It is. 
all the more unfortunate that this decision was taken at a meeting 
convened by MMTC at which the Chairman, MMTC presided and 
a Joint Secretary of the Ministry of Commerce was also present. It. 
is surprising that neither the Chairman MMTC nor the Government. 
representative made any effort to prevent the mine-owners from 
adopting such a resolution which was against the interests of _another 
public undertaking. In fact an impression is created that the mine-
owners were encouraged to pass such a resolution in order to get 
even with another public undertaking which had not agreed to their' 

• terms. (Paras 170-171). 

Reply of Government 

The Ministry and the. M.M.T.C. have noted the observation of 
the Committee. All efforts will be made to avoid recurrence. 

[Ministry of Commerce O.M. No. 15/26/67-M&F-IOOO, dated the· 
21st June, 1968]. 

Recommendation (Serial No. 30) 

The minutes <1f this meeting reveal that the firms on whom ad 
hoc contracts for iron ore and manganese ore had been placed by the 
Rourkela Steel Plant had been invited. to the meeting and were them-
selves a party to this decision. These very parties as well as Shri S. 
R. Rungta, who was the President of the Eastern Zone Mining Aiso-
ciation later entered into long term contracts with the Rourkela Steel 
Plant directly in spite of this decision. The Committee are not sure 
whether these parties did not take advantage of this decision so as 
to sign long-term contracts with HSL. (Para 172). 

Reply of Government • 

The observation made by the Committee has been noted. 

[Ministry of Steel and Heavy Engineering O.M. No. RM-9(15)/68 ... 
dated the 11th September, 1969]. 
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Bee __ endatioa (Serial No. 31) 

The Committee feel that when there was acute shortage of sup-
pliea of ores to the steel plants the Government should have stepped 
in to resolve the diftlculty which was within the knowledge of the 
highest oftlcers of the two Ministries concerned. It should not have 
been left to MMTC to decide whether supplies to HSL should be cur-
tailed in the interest of exports. The steel plants form a very im-
portant component of India's economic activity and should not have 
been neglected in this manner. (Para 178). 

Rep.y of GovenuDeDt 

The observation of the Committee has been noted. If such situa-
'tion arises in future, Government will take necessary action to over-
-come the di1Bcu1ty. 

{Ministry of Steel & Heavy Engineering O.M. No. RM-9(15)/68, 
dated the 11th September, 1969]. 

The observation of the Committee have been noted. If and when 
"Similar situations arise, Government will take appropriate action 
without undue delay. 

tMinistry of Commerce O.M. No. 15/26/67-M&F-1000, dated the 
21st June, 1968]. 

RecomJDeIld.tion (Serial No. 3%) 

During evidence the representative of MMTC admitted that the 
programme of export supplies did not suffer throughout the entire 
period. when supplies of ores to HSL (Rourkela) were being curtail-
ed. 

The Committee strongly deprecate the attitude of MMTC in in-
creasing their export targets when HSL was in a precarious position 
on account of short supplies of ores by MMTC. There were firm and 
regular HSL contracts with MMTC for iron ore and manganese ore. 
As a commercial body it was incumbent upon MMTC to have honour-
ed their home contractual obligations first. The Committee regret 
to note that MMTC did not attach much importance to the needs of 
Rourkela. The Committee feel that the Government should take 
strong measures against MMTC which failed to fulfil the contract 
with the Rourkela Steel Plant and practiqally starved it. (Paras 
180-181). 
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Reply of Government 

The Committee's observations have been noted. A letter issued 
to the Chairman of the Corporation is enclosed. (Appendix I). The 
Chairman has been asked to place this letter before the Board of 
Directors of the Corporation. 

[Ministry of Commerce O.M. No. 15/26/67-M&F-1000, dated the 
21st June, 1968]. 

Recommendation (Serial No. 33) 

The Committee regret to note that both MMTC and HSL (Rour-
kela) failed to realise that they are Public Sector organisations and 
they should not have done anything which would in any way act 
prejudicially to the interest of either of them because ultimately their 
failure harms the interest of public and creates a bad opinion about 
the public sector undertakings. (Para 182). 

Reply of Government 

The observation of the Cormnittee has been noted. 

[Ministry of Steel & Heavy Engineering O.M. No. RM-9(15) /68, 
dated the 11th September, 1969]. 

The Committee's observation has been noted. 

{Ministry of Commerce O.M. No. 15/26/67-M&F-1000, dated the 
21st June, 1968]. 

Recommendation (Serial No. 34) 

The Committee feel that the Ministries of Commerce and Steel, 
Mines and Metals (Department of Iron & Steel) should have inter-
vened in this matter as early as August/September, 1965 and taken 
positive steps to prevent the deterioration of the situation. (Para 
185). 

Reply of Government 

The observation of the Committee has been noted. 

[Ministry of Steel & Heavy Engineering O.M. No. RM-9(15)/68, 
dated the 11th September, 1969]. 
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The Committee's observations have been noted for future guid-
ance. 

[Ministry of Commerce O.M. No. 15/26/67-M&F -1000, dated the 
21st JUDe, 1968]. 



CHAPTER m 
RECOMMENDATIONS WHICH THE COMMITTEE DO NOT 
DESIRE TO PURSUE IN VIEW OF THE GOVERNMENT'S REPLY 

NIL 
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CHAPTER IV 

BECOMMENDATIONS IN RESPECT OF wmCH REPLIES OF 
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE 

COMMITTEE 

Becommeudation (Serial No. 17) 

In view of these reasons the Committee are not fully convinced 
that Rourkela Steel Plant were not unreasonably inclined to favour 
some mine-owners. It is difficult to believe that the Management of 
the Rourkela Steel Plant and other concerned offices were not aware 
of the C.B.I. report on B. Patnaik etc. It is still more surprising that 
the contracts were given to this firm when it was not iD a position 
to raise the required quantities of ores from its own mines as is in-
dicated by its aSSOCiating other mine-owners for suppUes against 
the long term contracts. (Para 80). 

Reply of ~er~t 

There was no official intimation concerning the C.B.!. Report. 
According to the established procedure, the names of firms which 
are black-listed by Government are circulated and we do not deal 
with such firms. No instructions in regard to black-listing of Mis. 
B. Patnaik Mines (P) Ltd. were received by us. 

Rourkela Management had verified the mining leases held by 
MIs. B. Patnaik Mines (P) Ltd. and had satisfied themselves that 
MIs. B. Patnaik Mines (P) Ltd. had sufficient raising capacity. 

[Ministry of Steel & Heavy Engineering O.M. No. RM-9(15) /68, 
dated the 11th September, 1969]. 
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CHAPTER V 

RECOMMENDATIONS IN RESPECT OF WHICH FINAL REPLIES 
OF GOVERNMENT ARE STILL AWAITED 

Recommendation (Serial No. 10) 

The COIIlJllitee are surprised to note that at a time when manga-
nese ore was being quoted at the maximum price of Rs. 28 per tonne 
in Barajamada area, MOIL another public undertaking under the 
Ministry of Steel, Mines and Metals was quoting an exhorbitant rate 
of Rs. 46 per tonne. The Committee feel that the Government should 
undertake a cost analysis of the working of the Manganese Ore' 
(India) Ltd. to assess the reasons for the high prices for manganese 
ore being demanded by them and to ascertain whether any subsidy 
hidden or otherwise is being paid by Government to this Company. 
(Para 61). 

~ommeDdation (Serial No. 35) 

The Committee regret to note that statements showing precari-
ous stock position of ores in the Rourkela Steel Plant received by the 
Ministry of Steel, Mines and Metals were not taken notice of. The 
Committee fail to understand as to why such statements were called 
~rom the Steel Plants if they were not to serve any useful purpose 
in the Ministry. The Committee can only hope that such failure 
would not recur. The Committee regret to note that both the Min-
istries failed to take cognizance of the matter at the proper time and 
allowed matters to drift. They recommend that Government shOUld' 
lay down some procedure for speedy' settlement of disputes between 
public sector undertakings. (Para 186). 

Reply of Government 

Action has been initiated to evolve a procedure for speedy settle-
ment of disputes between the public sector undertakings. The mat-
ter is under consideration with the Bureau of Public Enterprises and 
the Committee will be informed of the final action taken in the 
matter. 

[Ministry of Commerce O.M. No. 15/26/67-M&F-1OOO, dated the 
21st June, 1968]. 
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APPENDIX I 

[Vide reply to recommendation at serial No. 32-Page 19] 

Copy of lettt~T No. 151 (26) 167-M&F dated June, 1968 from ShTi K. B. 
Lall SecTetary, Miniatry of Commerce to the Chainnan, M.M.T.C. 
New Delhi. 

You are aware that the Committee on Public Undertakings enquir-
ed into the contracts entered into by the Rourkela Steel Plant of 
Hindustan Steel Limited and others for the supply of Iron Ore and 
Manganese Ore and in its Sixth Report has made ce:-tain recommen-
dations/Qbservations. One of such observations is reproduced 
below:-

"32. During evidence the representative of M.M.T.C. ac;1lJli~ 
that the programme of export supplies did not suffer 
throug~out the entire period, when supplies of ores to HSL 
(Rourkela) were being curtailed. 

The Committee strongly deprecate the attitude of M.M.T.C. 
in increasing their export targets when HSL was in a pre-
carious position on account of short supplies of Qres by 
M.M.T.C. There were firm and regular HSL contracts with 
MMTC for iron ore and manganese ore. As a commercial 
body it was incumbent upon MMTC to have honoured 
their home contractual obligations first. The Committee 
regret to note. that MMTC did not attach much importance 
to the needs of Rourkela. The Committee feel that the 
Government should take strong measures against MMTC 
which failed to fulfil the contract with the Rourkela Steel 
Plant and practically starved it." 

2. Government are distressed that the functioning of M.M.T.C. 
should have given cause for the Committee to express such strong 
views. It is expected that these will be borne in mind in your Cor-
poration's future work. 

I am to request you to place this Q)fIlIllunication before your 
Board of Directors. 



APPENDIX n 
[Vide para 4 of the Introduction] 

Analysis of the action taken by Governmeti.t on the 'recommenda­
tions contained in the Si3:th Report of the Committee on Public 

• Undertakings (4th !.ok Sabha). 

1. Total number of recommendations 

2. Recommendations which have been 
accepted by Government (vide SL 
Nos. 1, 2, 3, 4, 5, 6, 7, 8, 9, 11, 12, 13, 
14, IS, 16, 18, 19, 20, 21, 22, 23, 24, 
25, 26, 27, 28, 29, 30, 31, 32, 33 & 34). 

Number 

Percentage to total 

3. Recommendations which the Com-
mitteedo not desire to pursue in 
view of Government's reply 

4. 

5. 

Recommendations in respect of which 
replies of Government have not been 
accepted by the Committee (1ride 
Sl. No. 17). 
Number 
Percentage of total 

Recommendations in respect of which 
replies of Government are still 
awaited (Vide Sl. Nos. 10 &: 35). 
Number 
Percentage to total 

• 
GMGIPND-LS n~20 (Ail) LS-8-J-70-J270. 

35 

32 

91% 

1 
3% 



SL Name of ApDt AaeDJ:'t SL Name of Alent ~ No. No. No. 

DBUU 33. Qaford Book oS: StIidonCl'J' 68 
COJDPIDt. SciDdia HOl1Ieo 

a4. JaiD Book AI,r:Acy, COD- n CODDaUIbt Plaz. New 
nauaht Placo. New Delhi. DeIhI·t. 

a" Sat Naraln &: Sona,l4l , 3 34· People'. PubliahiDa Houae, 16 
Mobd. AU .... Man Rani Jbaaai Roed. New 
Gate, DelhL DeIhL 

Atma Ram oS: Sone, Kaab- 3'. The United Book Aaeney, 88 
26. 9 ~ Amrit Kaur Market, 

mere G\ItC, Delhi-6. GanJ. New Delhi. 

a1, J. M.. Jaina &: Brothaa, II 36. Hind Book HOUle, 82. " Mori Gate, Delhi. Janpath, New Dellii. 

a8. The Central New. Agency, I, 31. BookweD. 40 Sant Nann· ¢ 
karl C= KiDp ... y 

23/90. Cono.ught PIKe, Camp, -9. 
New Delhi. 

MANIPUR 
29· The ~ Book Store. ao 

1-L, OIIJlIUIht CUcua, 38. Sbri N. Chaoba Sinah, 17 
New Delhi. New. Agent, RamlaI Paul 

HiBh School AnDeR. 
30. Lakshmi Boot Store, 42. 23 Impbal. 

Municipal Market. Janpatll, 
New Delhi. AGBNTS IN FOREIGN 

COUNTRIES 
3 r , Bebree Brothers, 188, Lai- 27 

patrai Marll:et, Delhi-6. 39. The SecfttIry. Eatlbliab- '9 
ment Department, The 

32 • Jayana Boot Depot, Chap- 66 Hi&h CommiuiOD ofIDdia, 
parwala Kuan, Karol Blab, -India House', A1dwych, 
New Delhi. LONDON W.e-2 . 

• 
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