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INTRODUCTION

I, the Chairman, Committee on Public Undertakings having been autho-
wised by the Committee to present the Report on their behalf, present this
‘Sixty-cighth Report on Bokaro Steel Ltd,

2. This Report is based on the examination of the working of the
Bokaro Steel Ltd. upto the year ending 31st March, 1969.

3. The Committee took evidence, of Dr. M. N. Dastur and the repre-
-sentatives of Indian Refractory Makers Association on 15th July, 1969;
the representatives of All India Manufacturers Organisation on 16th July,
1969, the rcpresentatives of Bokaro Steel Ltd. on 6th and 7th August, 1969,
the representatives of Heavy Engineering Corporation and Hindustan Steel-
-works Construction Ltd. on 13th August, 1969 and of the representatives
of Bokaro Steel Ltd. and the Ministry of Stcel and Heavy Engineering on
the 17th, 18th and 19th December, 1969.

4. The material relating to the Bokaro Steel Ltd. was processed at
warious stages by the Study Group I of the Committec on the Steel and
Heavy Engineering Undertakings.

5. The Report was considered by the Committee on 7th, 8th, 14th and
23rd April and adopted on the 23rd April, 1970.

6. The Committee wish to express their thanks to the Ministry of Steel
and Heavy Engineering, public undertakings and non-official organisations
for piacing before them the material and information that they wanted in
connection with their examination. They wish to thank in particular the
representatives of the Ministry/public undertakings/non-official organisa-
tions who gave evidence and placed their considered views before the Com-

mittee.

7. The Committee also place on rccord their appreciation of the assist-
ance rendered to them in connection with the examination of Audit Paras
pertaining to the Bokaro Steel Ltd. by the Comptroller and Auditor General

of India,

NEw DEeLHI; M. B. RANA,
April 27, 1970 Chairman,
Vaisakha 7, 1892(5) Committee on Public Undertakings.

(vid)



I
INTRODUCTORY

A. Historical Background

In 1948, the Government of India commissioned three feasibility studies
for the development of iron and steel works in India. In evaluating the
sitcs the consultants were guided by considerations of raw materials, water
power and traffic, location, products and profitability, etc. All the three
consultants—Koppers of West Germany, Mckee of U.S.A. and I.C.C. of
UK. agreed that Madhya Pradesh and Orissa should be the site for the

two new plants, which formed the basis for selection of Bhilai and Rourkela
sites.

1.2. When Government decided to set up a third steelworks in the
public sector, the choice for location was either in Bihar or in West Bengal.
The Colombo Plan Mission which studied this problem in 1955 found that
all the sites suggested to them—two at Sindri, two at Bokaro and one at
Durgapur—were adequate in area for a steclworks and a township. They,
however, rejected the western site at Bokaro which presented difficulties in
sitc preparation. The eastern site (the present Bokaro site) was not consi--
dered favourable for development at that stage because it was the remotest
from existing means of communication. Lack of adequate water and diffi-
culties in transport led to rcjection of Sindri and thus location of the third
steelworks at Durgapur was accepted.

1.3. Having chosen Durgapur as the site for the third steelworks, Gov-
ernment decided in September 1955 to dcvelop the eastern site at Bokaro
which but for difficulties in communication, afforded excellent facilities that
could be taken advantage of for the location of any steel plant that might
be set up at a later stage. The Ministry of Iron and Steel, therefore, pro-
posed a provision of Rs, 3.75 crores in the Second Five Year Plan to

develop the Bokaro area, including a railway bridge across the river Damo-
dar at Bokaro and adequate road communichation.

1.4. Bokaro was, in fact, selected becausc in raw material assembly and
in distribution costs, it is comparable to Sindri, which the feasibility stodies
of 1948 and the Colombo Plan Report of 1955, considered attractive.
Since 1955, the Bokaro site has, with the conmstruction of Muri-Chandra-
pura railway line and the road bridge across the river Damodar, become
accessible. The site finally selected for the steelworks is bounded on the
north by the river Damodar; on the west, by the Muri-Chandrapura railway
Line; on the south, by Chas-Ramgarh highway; and on the, east, by the Garga
river. Bokaro, like Durgapur is a coal-based plant.
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B. Establishment of Bokaro Steel Ltd,

1.5. The Bokaro Steel Ltd. was incorporated on the 29th January,
1964 as a private limited company under the Indian Companies Act, 1956.
The Company has undertaken the setting up of the Bokaro Steel plant in-
«luding the development of ancillary facilities namely, the township, water
and power facilities, development of sources of supply of raw materials in-
cluding opening of lime-stone mines at Bhavanathpur in Palamau district of
Bihar and at Qutcswar in Madhya Pradesh. Before the formation of the
Company, the affairs of Bokaro Steel Project were being handled by
Hindustan Steel Ltd,

C. Project Reports
Preliminary Project Report

1.6. In 1957, Government asked Hindustan Stecl Limited to take pre-
liminary steps for the installation of the new steel works at Bokaro. As a
result of this decision, Hindustan Steel commissioned M/s. M. N. Dastur
& Co. (Dastur Co.) to prepare a preliminary project rcport. In their
report submitted in 1959, Dasturco estimated that the demand for flat pro-
ducts by 1965-66 would be of the order of 3.3 million tonnes and consider-
ing the capacitics established and in the process of establishment, there
would be a shortfall of 1.6 million tonnes. They, therefore, suggested a
2 million tonne integrated steel works at Bokaro to produce 1.37 million
tonne of flat products. Thcy also suggested an alterative product mix
consisting of 0.8 million tonne of flat products and 0.7 million tonne of
billets. The capital cost was estimated at Rs. 2,150 million. The report
was generally accepted by HSL and the Government.

Detailed Project Report

1.7. On the basis of the preliminary report and further discussions with
the Government of India and Hindustan Steel Limited, M/s. Dastur & Co.
were commissioned in May, 1962 to prepare thc Detailed Project Report.
This report was submitted in July, 1963. According to Dasturco’s report,
the estimated cost of the Plant for Stage I (1.5 million onne) was Rs. 3,577
milion with a foreign exchange component of Rs. 1,516 million. The
capital outlay for the 4 million tonne plant was estimated at Rs, 5,586
million with a foreign exchange component of Rs. 2,276 million. The
above estimate did not include the cost of off-sitc facilities, which was esti-
mated at Rs. 432 million. Stage I construction was expected to be com-
pleted by 1967-68 and Stage II (4 million tonnes) by 1970-71, on the
assumption that the work would commencc from October, 1963. The
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annual capacities for the first stage of 1.5 million tonne and the second stage
of 4 milkion tonnes were proposed as follows:

Iststa 2nd stage Alternative
(x5 (4 M/T) (withplate
mill)
(Figures in thousand tonnes)

Hot-rolled Sheet and Strip . . . . 265 578 S14
Cold-rolled Sheet and Strip . . . . 370 1,060 760
‘Galvanised Sheet . . . . . . 210 410 410
Light Plate . . . . . . . 250 6ss 550
Tin-Plate . . . . . . . - — 220
Heavy Plate , . . . . . . -— _— 420
1,095 2,920 2,874

1.8. The rated capacity of Stage I was expected to be reached by 1969.
After attaining its full rated capacity under Stage II, the plant was expected
to reach the profitability stage by 1976.

1.9. The total labour force was cstimated at 9,300 men and 16,000
men at Stage I and Stage II respectively. The break-up of these totals was
as follows:

Stage 1 Stage I

Production Departments
Coke Oven . . . . . . . . 572 1,093
Sinter Plant . . . . . . . . - 2,36
Blast Furnaces . . . . . . . 460 809
LD SteelMeltShop . . . .. 682 1,188
Rolling Mills and Finishing . . . . . 2,290 3.979
Asxiliary Departments
Mehanical Services . . . . . . . 1,699 2,995
Electrical Services . . . . . . . 838 1,260
General Services . . . . . . . 1,328 1,874
Central and Area Laboratories . . . . 360 730
Administration and other sezvices . . e e 1,077 1,392

9,303 15,556
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1.10. The project report submitted by M/s. M, N. Dastur & Co., was
scrutinised by a Technical Committce appointed by the Government of
India. However, no further work could be done on this report in the
absence of any foreign aid. M/s. Dastur & Co, were paid Rs. 3 lakbs for
the preliminary project report and Rs. 60 lakhs for preparation of the De-
tailed Project Report.

U.S. Steel Corporation Report

1.11. Mcanwhile following the Government of India’s proposal that
U.S.A, should assist technically and financially in the Bokaro Stecl Plant
the U.S. Agency for International Development asked the U.S. Steel Cor-
poration in 1962 to undertake a feasibility study of the project. Thec U.S.
Steel Corporation submitted its report to A.LD. in 1963.

Salient features of the U.S. Report

1.12. This report envisaged a 1.4 million tons plant at Bokaro rising
in two stagcs over a period of 10 years to 4 million tons. The product-
mix proposed for the three stages was as follows:

S I Stage II Stage 111
CAMT  GSMT (G MT)

(Quantities in thousand tons)

H.R. Sheets, strips and skelp ., . . . 300 500 860
C. R. Sheetsand strip . . . . . 250 600 1,000
Galvanised sheets . . . . . 130 130 300
Plates . . . . . . . 360 570 750

TOTAL . . . . 1,040 1,800 2,910

1.13. The report further envisaged that the first blast furnace would go
into operation in January, 1968 and construction of Stage I would be com-
pleted six months later. It was indicated that it would take 30/36 months
from the starting up of the first blast furnace to achieve rated steel produc-
tion capacity of Stage I i.e. by 1971. Stage II capacity was expected to be
rcady in 1975 and Stage III capacity in 1980.

1.14, The total capital investment in Stage I was estimated at
$919.428 million including a foreign exchange element of dollars 512.588
million. It was anticipated that a long-term loan would become available
from the US.A. for meeting the foreign exchange cost. The additional
investment in Stage I and Stage III was estimated at $245.155 million and



'$340.183 million respectively. Corresponding additional foreign exchange
investment was estimated at $162.367 million and $216.597 million. The
facilities outside the perimeter of the plant such as Tenughat Dam, canal to
Bokaro, township etc. was expected to cost an additional $134 million in
Indian currency. The cost of production of the different products was
estimated as follows:

Cost including excise duty and

depreciation
Product (million §) )
Coke . . . . . . 10.45 These figures exclude ex-
Hot Metal . . . 22,50 cise duty and depre-
Ingot average . . . . 36.53 ciation.
Plate light gauge . . . 105.43
Hot rolled sheet and strip (18 G.) . 112,84
Hot rolled sheet cutstrip (10G.) . 108,58
Cold rolled sheet cut deep drawing . 144.08
Cold rolled sheet cut commercial . 129, 69

1.15. Stage I was not expected to be profitable largely on account of
the heavy burden of excise duty and other imports and interest cn loan.
The ‘break-even’ point was expected to be reached with full production in
Stage 1I.

1.16. Construction of the plant was expected to involve about 20,000
men. For operation and maintenance of the Stage I Plant the number of
Indian employees required was expected to be about 8,200 as shown in
the following statement:

Produétion Labour . . . . . . . . . 2,235
Departmental service labour . . . . . 189
Operating departmental maintenance and rollshop s 1,131
Central maintenance shops and gangs . . . . . 1,375
‘General planttransportation . . . . . . 458
‘General plant gservice labour . . . . 312
Management Staff . . . . . . . . 1,137
Non-Management Staff . . . . . . . . 1,339

TorAL . . . . 8,176

or 8,200
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1.17. It was estimated that the management of the stcel plant would
be entrusted to an Américan team for a period of 10 years and maximum.
number of 670 American technicians would be required during this 10
years periods,

Soviet Project Report

1.18. Due to the opposition in the U.S. Congress, the Government of:
India, however, withdrew the request for aid. In May, 1964, the Sovict

Government offered financial and technical aid for the setting up of the:
Plant.

1.19. An agreement was signed on 25th January, 1965, between the-
Government of India and the Government of USSR for financial aid and
technical collaboration for the establishment of the Plant. The Government.
of USSR also extendcd a credit upto 200 million Roubles, equivalent to-
Rs. 1,666 million for the purpose of meeting the foreign exchange cost of:
the Plant, bearing an interest of 2.5 per cent and repayable in twelve years..
In pursuance of the Inter-Governmental agreement a contract was signed
between the representatives of Tiazhpromexport and Bokaro Steel Limited.
on the 6th February, 1965 for preparation and supply of the Detailed Pro--
ject Report to suit Soviet technology and equipment. A team of 12 Indian-

engineers went to Moscow in June, 1965 to participate in the preparation:
of he Detailed Project Report.

1.20. In this connection the Committee were informed by Dr. M. N_.
Dastur that it was a mistake on the part of the Government and wastage
of public funds to have agreed to the preparation of new DPR by the
Soviets. On Sth May, 1964, only a few days after the acceptance of the:
Soviet offer of aid, the then Steel Minister informed the Informal Consul-
tative Committee of Parliament that Dasturco’s DPR will be the basis for
Soviet assistance and that it might be modified marginally in the light of’
Russian aid, and that such modification was envisaged by the Indian:
Consultants themselves. All that was necessary was to make the marginal
changes necessary to suit the Soviet equipment supply.

1.21. The Chairman BSL however stated that “there was undoubtedly
Russians insistence that they would do thc Detailed Project Report them-
selves and we accepted their position”. The Secretary of the Ministry
also stated that “from the notes and records which I have seen it is quite-
clear that the Russians continued to maintain that they must be allowedt
to go on with the Project Report themselves.”

1.22. The Detailed Project Report was submitted on 22nd December, .
1965. The cost of the works as per that report was Rs. 7,712 millioms
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including Rs. 3,200 million for cost of imported equipment for 4 millions
tonne stage. The corresponding figures for 1.7 million tonne stage were
Rs. 5,400 million and Rs. 2,200 million respectively.

1.23. The Report provided for built-in capacity in the different units-
for continuous expansion of the Plant to 4 million tonne capacity in Stage-
Il and, with a view additional units, to 5.5 million tonne stage, thus fully.
utilising the built-in capacity of the primary mill units.

1.24, The Report was examincd by a Technical Committee which sub-
mitted its Report towards the end of January, 1966. On the basis of the
Report of the Technical Committee, the D.P.R, was accepted on the 29the
March, 1966.
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CONSULTANCY AND COLLABORATION

2.1. An agrecment was signed with M /s Tjazhpromexport on 3rd May,
1966 for suply of equipment and materials from USSR , rendering of tech-
‘nical assistance in the construction and erection of the plant and deputation
of Soviet Specialists to Bokaro for the purpose. Another contract was
signed for the supply of working drawings.

2.2. On 25th February, 1967 a contract was signed with M. N, Dastur
-& Company under which they were engaged to work as ’Indian Consulting
Engineerres’ in respect of 1.7 million tonne stage of Bokaro for a period of
7 years from 1st January, 1966 at a fec of Rs. 18.35 million.

2.3, Prior to the establishment of this Company in 1955 Dr. M, N.
Dastur, Managing Director of the Company was practising as a Consulting
Engineer in U.S.A. Explaining the circumstances under which he came to
India Dr. Dastur informed the Committee as follows:

“When I was in the States, in 1954—1I said I was an American
citizen then—I was sent to India on 3 TCM assignment to
help the Mysore Iron & Steel Company, Bhadravati on their
expansion programme, In that connection I came to Delhi
and I happened to meet Shri T. T. Krishnamachari, When he
found that I was an Indian working in the States on the de-
signs and building of steel plants—] was working on the steel
plant in PERU and one in Brazil and one in Italy at that
time—he said why don’t you come back and set up a consul-
tancy firm herc, because we have a big steel programme in
hand. So I came here in 1955 and started Dastur & Company,
Consulting Engineers.”

2.4. Dr Dastur also submitted a photostat copy of the D.O. letter No.
136 S.S./54 dated the 6th November, 1954 addressed to him by Shri S.
‘Bhoothalingam the then Sccretary of the Ministry of Commerce and Indus-
try in which it was stated as follows:

«....India badly needs one or two consulting engineering firms
and I feel confident that if you set up an organisation in India,
there would be considerable scope for it. My Ministcr to
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......

there are quite a number of excellent e.ngnm:prs in. ,Indlpl and
if some one like you takes the u:n,tlatlve, it should not be diffi-,
cult to get together a first class team.”

2.5. The Committee were also mformed that in the next three years
the Company successfully handled various projects inthe. private sector
such as a ferro managanese plant for Tatas secured against severe inter-
national competition and completcd 8 months ahead of schedule. How-
ever, the Company did not receive any work on the steel programme ini-
tiated by Government in the Second Five Year Plan.

2.6. The Estimates Committee (1958-59) in their 33rd Report on
Hindustan Steel Ltd. observed as follows:

“The Committee consider it unfortunate that Government have not
so far found it possible to utilise for the steel plants as well
as for the ancillarics such as ore mines, limestone quarries
etc., the services of an Indian Consultancy Organisation which
according to the representatives of Government was the only
one existing in the country.”

2.7. In October, 1958 M /s Dasturco were asked to ﬁrépare, a Prelimi-
nary Project Report for Bokaro Steel Plant, for which they were paid Rs. 3
lakhs.

2.8. This report was submitted in 1959. In May, 1962 M /s Dasturce
were commissioned to prepare a Detailed Project Repert for which they
were paid Rs. 60 lakhs. This Report was submitted in-July, 1963 and was
scrutinised by a ‘Technical Committee’ appointed by the Government of
India under the Chairmanship of Shri Suku Sen, Technical Adviser of
Hindustan Steel Ltd.

[ETEE cae b oty FENTIR

2.9. The Technical Committee recommended the acceptance of the
Report. The Technical Committee included Mr. S. I. Malyshey, the top
Soviet Steel Export at Bhilai. In a letter dated 7th October, 1963 written
by him to the Chairman of the Technical Committee he stated as follows :

“On gomg through the project report though in not much of the de-
tail I feel that the design orgamsatlon (Dastur-.o) which pre-
pared these materials arc having all the potentialities to work
out_ the final working drawings and also to supervise the pro-
gress of construction of the steel plant which must be-built in-
corporating the last word in development of stecl techno-

logy....”
900 L.S.—2
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2.10. In April, 1964, a draft agreement was initialed with M/s. Dastar
& Co. for their engineering and consultancy services for the setting up of
Bokaro Stecl Plant. According to this draft agreement M/s Dastur & Co.
were to be appointed as Consulting Engineers for 1.5 million tonne stage
at a total fee of Rs, 68 million for six years from April, 1964. The scope
of work included the normal consulting enginecring services such as:

(i) To generally advise the Company on Planning of all necessary
preliminary work at site;

(ii) Preparation of general layout of the works;

(iii) Preparation of the layout of each main and ancillary depart-
ments with requsite plant and machinery;

(iv) Preparation of an overall schedule for construction and erec-
tion of the plant and facilitées;

(v) Preparation of Tender Documents for plant machincry and
equipment and to examine, scrutinise, recommend as to suit-
ability and reasonableness of price;

(vi) Preparation of all drawings required for thc establishment of

the works; -
(vii) Overall supervision of comstruction and erection;
(viii) Arranging guarantee tests for the different plants uniis;

(ix) Arranging guarantee test for the intcgrated operation of the
plant; and

(x) To demonstrate within a period of 18 months of commissioning
of the last unit of the works that the works have the full
capacity at the rated annual output,

2.11. The then Minister of Stecl also anncunced in Parliament on 9th
April, 1964 that they had decided to award the further engineering of the .
project to the Indian engineering firm M/s. Dastur & Co., who had prepared
the detailed project report. The contract for consultancy had been agreed
upon and the firm will continue to engincering work they had already ini-
tiated in anticipation of this settlement.

2.12. The Committee were also informed by Dr. Dastur that:

“When trouble was experienccd in getting assistance from the U.S.
on Bokaro and India withdrew its request for aid, it was
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planned to call world tenders on separate plant departmeats
from U.K., Germany, Japan etc. who werc not able to finance

the whole project but were interested in providing Lmited aid.
This was considered the best approach as it would not tie the
whole project to any one country, thereby gaining the advan-
tage of competitive bidding and also securing the best equip-
ment. At this stage, U.S.S.R. was also approached and Das-
turco’s detailed project report was given to the Russians early
in March, 1964. A few mectings were arranged between the
Soviet and Dasturco (as the Indian Consultants) in Delhi. It
was then that U.S.S.R. decided to take on the whole project.”

2.13. In July, 1964 a delegation was sent to Moscow to hold discussions
with the Russians. According to M/s Dasturco “It was in the capacity of
Indian Consultants on the Bokaro Project that Mr. Dastur was asked to
follow the Indian Delegation which went to Moscow in July, 1964. During
the crucial discussion in Moscow on the scope of Indian engineering a
positive stand could have been taken. The absencc of such a clear stand
perhaps encouraged the Soviets to dictate terms later. During the Moscow
meetings it had been agreed that a Soviet Technical Team would visit India
for detailed discussions with the Consultants on the project. To its sur-
prise, Dasturco was completely kept out of the discussions with the Soviet
Team which visited India in August, 1964. It was unfortunate that Das-
turco was not associated with any of the technical discussions with the
Soviet thereafter which had important technical implications and ultimately
resulted in a high cost project.”

2.14. On 25th January, 1965, an agreement was signed between the
Government of India and the Government of USSR for financial aid and
technical collaboration for the establishment of the Plant. The Govern-
ment of USSR also extended a credit upto 200 million Roubles, equivalent
to Rs. 1,666 million at post devaluation exchange ratc of rupee for the
purpose of meeting the foretign exchange cost of the plant, bearing an inte-
rest of 2.5 per cent and repayable in twelvc years. In pursuance of the
Inter-Governmental agreement a contract was signed between the represcn-
tatives of Tiazhpromexport and Bokaro, Steel Limited on the 5th February,
1965 for preparation and supply of the Detailed Project Report to suit
Soviet technology and equipment. The D.P.R. which was submitted on
22nd Deccmber, 1965 was examined by a Technical Committee. The com-
position of the Technical Committee, was as follows:

1. Shri K. M. George
2. Shri R. P. Sinha (HSL—CEDB)
1" 3. Shri R, D. Lalkaka (Dasturco)
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Dr. A. N. Mukherjee (HSL—Bhilai)
. Sbri K. C. Mohan (HSL—CEDB)
Shri P. K. Chatterjee (Tisco)
Shri C. S. N. Raju (HSL—Durgapur)
Shri T. V. S. Ratnam (Dasturco)
Shri S, V. Raman (HSL—Rourkela)
10. Shri A. Bajekarl (HSL—Rourkela)
1. Shri P. C. Laha (HSL-—CEDB)
12. Shri S. F. Braganza (HSCL)
13. Shri Purtcj Singh (HSL—Bhilai)
14. Shri P. K. Banerjee (HSL—Durgapur)
15. Sari T. S. Krishnamurthy (HSL—Bhilai)
16. Dr. D. B. Sikka (NMDC)
17. Shri B. B. Engineer (Tisco)
18. Shri B. R. Pai (NCDC) )
19. shri A. K. Mitra (Department of Mines & Metals)
20. Shri G. S. A. Saldanha (S. E. Railway)
21. Shri P. V. Raghava Rao (S. E. Railway)
22. Shri Joginder Singh (DGTD)

2.15. In this connection, Dr. Dastur stated:.during his evidence before
the Committec that when this technical committee was formed “We object-
ed. We said that a report like that—the Soviet report had come in- 28
volumes—had to be scrutipised by a competent body which should sit down
with the report and take a few months to go over it and to come out with
certain meaningful conclusions, but. that .was not the work of a committee;
the. Committee could only sit on the conclusions of a body which had
worked on the report. But the committee could not scrutinisc a report in
28 volumes. However, the purpose was not to have the report scrutinised:

The purpose was just to show that there was a committce appointed and
have a front.”

2.16. The Technical Committee submitted their Report by the end of
January, 1966. On the basis of the Report of the Technical Committce
the Project Report was accepted on 29th March, 1966. Follcwing the
acceptance of D.P.R. submitted by the Soviets, an agrcement was signed
with M/s. Tjazhproexport on 3rd May, 1966 for supply of equipment and
materials from U.S.S.R. rendering of technical assistance in the construc-
tion and erection of thc plant and -deputatien- - of Soviet Specialists to
Bokaro for the purpose. Another agreement was signed for the supply of

©® N oW
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2.17. Inter-Governmental agreement signed betwecn the Government

‘of India. and the Government of U.S.S.R. on 25th January, 1965, éhivisaged
that the Indian and the Soviet sides will promote maximum participatish
of Indian Organisations in the designing of the works and the supply of
eqmpment ‘and materials because in both the fields it was stated that a large
‘capacity existed in the coun’pry On 25th Febtuary, 1967 a‘contract was
signed with 'M/s. Dasturco “unider” which they Were ‘éngaged to work as
‘Indian Consulting Engineers in respect of 1.7 million tonne stage of
Bokaro for a period of 7 years for 1st January, 1966 at a fee of Rs. 18.35
million. Their functions are as foliows:

(i) To preparc and submit tender documents in respect of such-
portions of the plant machinery-and equipment as are outside
the scope of supplies of Soviet suppliers, and to be procured
from private sector companies and , also to examine and
scrutinisc and advise on suitability of the above plant, machi-
nery and equipment and reasonableness of prices.

(ii) To prepare and submit tender documents for construction and
erection of works by agencies other thad public’ sector com-
panies in India, to cxamine and ‘strutinise the' tenders and

recommend their accéptance. S )

(iii) To inspect equipment procured from sources other than Soviet
' . supplier and public sector companies. -

(iv) To prepare drawings for units of the plant other than the units.
for which drawings have to be submitted by the Soviet

Constiltant.

(v) 'To submit specifications of equipment to be installed in the
units to be designed by them.

(vi) To provide designers’ supervision for umts for which design
will be prepared by them. !

(vii) To assist the Company in the dlscusswn thh the suppliers on
division of equxpment and services..

2.18. During evidence Dr. M, N. Dastur informed the Committec that
originally the Company was supposed to handle complete engineering
work on Bokaro Steel but after the agrecment with USSR the major part
of the work was taken out of thé hands of the tompany and they were
assigned a minor role in the Bokaro Project.
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2.19. Quoting the reasons for it, Dr. Dastur stated in his cvidence as
follows:

“It depends on the stand that our Governmeant takes. Only recent-
ly we bad been invited by the Ceylon Government to work on
a project which the Russians had built for them. That was
about the Rolling Mill. The Ceylon Government found that
this rolling mill cost them four times of what it should have
cost. They were buying the billets from Russia. Then they
started buying them from Mysore Stecl Works, Bhadravati.
They were not very happy. They started buying billets from
the Hindustan Steel Ltd. Even then they were not wery
happy. In fact, last year, for two months their plant was com-
pletely shut down as there were no billets supplies from the
Hindustan Stcel. So, they thought of putting up a billet~
making plant of their own. They requested the Russians.
The Russians quoted them five times of what we would do
for them,

Our Company (Dasturco) is internationally known for this type of
work. The Ceylonese pcople came to know about ocur work
because we bave done similar work for a private party in
Bombay, and today we are working on this project. Russians
objected to it because it was a Russian Project. But when the
Ceylon Government was firm, they could not say anything. 1
will give you another example in India itself. The Madras
Government wanted to takc up a project and just at the time
of Bokaro we had prepared the project report for the Madras
Government for a billet making plant. Along with Bokaro
we were kicked out of this project also becausc at time the
Government was completely in the hands of Russians and they
were feeling that they had to do every thing that they were
dictated to from Moscow. After being thrown out of it, we
have been brought back into that project only last year, in
November, becausc the plant which should have cost 2} crores
of rupees is costing Rs. 7 crores of rupees. And the poor
Madras Government are bearing the entire cost. They could
not afford such waste and when thcy tried to bring us back
into the picture as their consultants the Soviets objected to it.
The Madras Government stood firm and told them ‘you don’t
have to worry about it as they are our consultants and we
know them." Today we arc there on that project. Our
people are at site working with the Russians.

In fact, it was not the fault of the Soviets. This whole thing was
engineered by our own people and there is enough on evidence
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¢ 0 show how it was done. Once the Soviets had been put i

i a position where they had to turn us down, now it is a ques-
tion of face saving with them and they would not like to go
back on what they had done once. However, they have accpt-
ed us after that on the project as Indian Consultants.”

“ e

2.20. The Chairman, BSL, however, stated during the evidence that:

“Dr. Dastur wanted to be the principal consultant for the project.
The Soviet authorities who gave 200 million Roubles were not
willing to accept this. They said this to the Minister, te me
and they said this at all levels. They said that they must
remain in full final authority of the project although they
would associate Dasturco”.

2.21. As to the reasons for not associating M/s. Dasturco with the
discussions held with the Soviet Team in August, 1960, he stated that:

“Dr. Dastar was part of delegation to Moscow. The whole object
was to see how such of the Consultancy we would get for
Dasturco. We discussed it for several days and unfortunately
we were not able to persuade the Soviets to give a large chunk
to Dasturoo. Therefore it was more or less settled at that
time as to what exactly the Dasturco will be getting. Then
the August, 1964 meceting was mainly for the purpose of
settling certain details and the fact finding mission came from
USSR and it was not felt necessary to ask Dastur to associate
with that Mission.”

2.22. The Secreary of the Ministry also stated during evidence that “my
own feeling is that after 1964 there was a change in emphasis so far as
Government is concerned in regard to Dastur. But we still continue to
treat Dastur with highest considerations. Having accepted the Russians
assistance in this matter and having all their expericnce and expertise I
think that Government rightly felt it was not proper to go beyond what they
(Russians) actually accepted in regard to Dastur.”

2.23. The Committee find that Dr. M. N. Dastur was encouraged by
the Government to set up a consultancy service. He was also entrusted
with the assigament of preparing a preliminary project report and also
later a D.P.R. at a totul cost of Rs. 63 lakhs. The D.P.R. was also made
use of by fhe Russian collaborators. In short, M/s. Dastur & Co., were
our conseliants on steel, as was also stated in the Lok Sabha.
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2.24. The Committee find that Dasturco were not associated in the
discuswions which Government/BSL had with Soviet collaborators after
Fuly, 1964, Thus Dastyrco who were the General Consultant of the
Ministry were complétély side-tracked while technical details were settled
for the drawing up of the D.P.R. for Bokaro Steel Project. Dasturco’s
Compaint is that they were kept out of any technmical discussion with the
Soviets in August, 1964 and thereafter “which had important technical
implications and ultimately resulted in a high cost project.”

2.25, The Committee were anxious to find out as to why Dasturco was
kept out of these negotiations, The Chairman of the BS.L. and the Secre-
tary of the Ministry explained to the Committee that the Russians were not
willing to accept Dasturco as principal consultants. The Chairman, B.S.L.
further explained that “we discussed it for several days and unfortunately
we were not able to persuade the Soviets to give a large chunk to Dasturs”,

2.26. The Committee feel that the Chairman of BS.L. who was also the
Secretary of the Steel Ministry at that time reversed the whole position of
Dasturco as a principal steel consultant as was reported to the Lok Sabha
on 9th April, 1964, The important point was not to sccure enough work
for Dastarco, but it was far more important that Dasturco’s knowledge and
experience ought to have been fully utilised for the establishment of a tech-
unically sound and economic steel project to suit the Indian conditions,
The whole purpose of getting the design consultancy set up by Dasturco
with the Government initiative at the earlier stages was lost sight of and
it was not put to good use in setting up the Bokaro Steel Plant for which
purpose alone Dasturco was brought to India.

2.27. The Committee find that the Detailed Project Report was sub-
mitted by the Soviet collaborators on 2ad December, 1965, It was then
examined by a Technical Committee of 22 persons and this Technical
Committee took hardly a mouth to examine this importnt document. on the
basis of which the Bokaro Steel Project was taken up and they submitied
their report towards the end of January, 1966, The Committee feel that
the D P.R. deserved a far greater scrutiny and that it was not given a proper
techmical appraisal on the basis of which investment decision of over
Rs. 600 crores ounght to  have been made. Dasturco no doubt had to |
representatives on this technical committee but that would not amount to a
proper techuical appraisal by them of the D.P.R. The Committee feel
that the exumination of the D.P.R. by a Technical Committee can normally
provide a second opimion. Effective scrutiny by the nafure of work itseli
can only he made By a closely coordinated, competent, consuliancy orgzani-
safion. D.P.R. hos to he reviewed ot plecemeal with loose association of
piecss but us an Integrated project report.
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2.28. Dasturco was also asked to make a cost reduction study after
signing the Memorandum on the acceptance of the D.P.R. The Commiitee,
however, feel that this ought to have been done before signing the Mcmo-
randum of acceptance. It was explained to the Committee that the
agreement had to be signed within two months of the submission of the
D.P.R. The Committee feel that the Government should have resisted
being stampeded into signing snch an unportant agreement without a proper
and detailed scrutiny. P

2.29. The Committee have found during the course of its examinations
of the Public Secfor Undertakings during the last two years, - namely,
LD.P.L., MAAM.C,, L.O.C. and Bokaro Steel L¢d. that the ndvice of the
Indian cxperts was ignored in preference to the advice of the foreign colla-
borators of these undertakings The result in all these cases has mot been
happy. The foreign experts have a limited knowledge or have practically
no knowledge of the conditions prevailing in Indis. They are generally
guided by their own experiences. ' Therefore, to completely side-track the
Indian experts is not a correct thing to do. The Undertakings and the
Government will do better in future if they keep this in view. The Com-
mittee would also like that in futare if the Government decide td overrule
the advice of the Indian experts it is better that the reasons may be fully
recordedmthtafahmndaietheremybenwrlpphlsﬂofﬂle
views of the experts and the decisions of the Government.
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PROJECT ESTIMATES

A. Gesenal

3.1. The capital estimates for Bokaro Stec] Plant as per D.P.R.
submitted by the Soviets on 22nd December, 1965 was Rs. 7,712 million
including Rs. 3,200 million for cost of imported equipment for 4 million
tonne stage. The corresponding figure for 1.7 million tonne stage was
Rs. 5,400 million and Rs. 2,200 million respectively. As against this the
D.PR. prepared by Dasturco in 1963 estimated the capital cost for 4
million tonne plant as Rs. 5,586 million with a foreign exchange compo-
nent of Rs. 2,276 million. This did not include the cost of off-side faci-
dities which was estimated at Rs. 432 million.

.. 3.2, On receipt of D.P.R. from the Soviets, a Technical Committee,
including two representatives of Dasturco was constituted to examine the
Detailed Project Report. The Technical Committee submitted its report
towards the end of January, 1966. This Committee made certain sug-
gestions as to how the Report ought ty be modified.

3.3. The total project cost for Stage I on the basis of the recommen-
dations of the Technical Committee was estimated at Rs. 6,265 million
including Rs. 1.1 million for additional spares. The revised estimate for
the project as approved on the basis of imported cost of plant and equip-
ment and materials evaluated at the post-devaluation exchange rate of
rombles and customs duty taken at the revised rate amounted to Rs. 6,800
million including Rs. 140 million for additional spares.

3.4. The cost estimates were reduced by Rs. 95 million as a result of
a cost reduction study. Against the revised project estimate of Rs. 6,710
milion, Government issued sanction in November, 1966 for Rs. 6.200
million for_the plant, excluding the cast of off-site facilities. In respect
of the oft-site facilities sanctions are accorded as and when the detailed
estimates are submitted.

3.5. Provisional estimated figures for Stage II which would raise the
capacity of the plant to 4 million tonnes of steel ingots is Rs. 3,330 million.
Thus the total capital cost for 4 million tonne would be Rs. 1,004.00
crores as against an estimate of Rs. 601.8 crores by M/s. Dasturco.

2 18
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3.6. As regards the reasons for large variations between the estimates
of Dasturco and those of USSR, the Managing Director BSL stated during
cvidence that “the comparison between these two is not like with like.
There aie certain basic differences in the facilities included in the two
Reports.” The Soviet Report has provided for a built-in capacity parti-
cularly in the rolling mills upto 5.5 million tonnes stage whereas the
Dasturco Report is based only at 4 million tonnes capacity. Further
Dasturco had based their prices as ‘prevailing in 1963. As against this
the USSR Report was based on the prices of 1964 and this accounted for
nearly 10 per cent price escalation. The other differences were due to:

(i) variations in estimates of quantities of materials Rs. 40 crores;
(ii) changes in estimates of customs duty—Rs. 26 crores;

(iii) provision of fifth blast furnace for production of pig iron—
Rs. 30 crores;

(iv) provision of additional] facilities like coal injection, etc.—
Rs. § crores.

B.COMWMM

3.7. The Government of India requested Dasturco on 29th March,
1966 to suggest concrete proposals for cost reduction within seven weeks.
The fee paid to Dasturco on this account was Rs. 8:5 lakhs.

3.8. M/s. Dasturco submitted their cost reduction study report onm
21st May, 1966 suggesting various measures for cost reduction. In a
covering letter to this Report Dr. Dastur had stated as follows:

“We would like to mention the following points in relation to the
study:

During the very limited time (seven weeks) available only major
items of reduction are indicated, Further scope for cost
reduction exists and could be realised by continuing study
and implementation during the engineering and comstruction

of the plant.

The Soviet proposals on technology and equipment are retained
as far as possible. Changes are suggested only where the
resulting benefits are substantial, where the modifications will
also fully meet the requirements for efficient plant opera-
tions and where they are feasible at this stage and will not
delay construction.” t
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According to Dasturco’s report an overal] saving of Rs. 107.5 crores
‘was possible in-the First ‘stagé of Bokdro Sceel Plant:

3.9. The Committec were infyrmed by BSL.that:—

“The cost' reduction Study Report submitted by Dasturco on.24st
~May; 1966 lacked detailed”technical ‘design: basig;’ detailed cost
~calpulations and break-up of cost savings. It was not,  there-

fére, possible for BSL to assess the quantum of savings given
in the cost reduction study.: This wds necessary to - analyse
the technical acceptability of the suggestion and also
to judge as to what cxtent the savings estimated by Dasturco
were realistic. As final decision on changes had to be made
by 30:h June, 1966, to avoid liability for cancellation charges,
this report was sent to Soviet Consultants on 24th May, 1966
to give them sufficient time for sudy. Thcy were also inform-
ed that the Indian delegation would be in Moscow towards the
middle of June to discusg the proposals in detail. Mean-
while, Bokaro Steel Ltd., made its best efforts to get the details
of the cost reduction proposals. But in spite-of the best efforts
to secure this information, during the course of two weeks
discussion they-had -with-Mys. -Dasturco at Calcutta, they
failed to secure thc required information. They submitted
their interim comments on 16th June, 1966, ‘pending reoupt
of dctalls from Dastnreo » :

3.10. The Mxmstry of Tron and Steel decided to have further discus-
sions with Dasturco at Delhi so that suitable instructions to the Indian
delegation could be issued on the various points covered by the cost reduc-
tion study. The representatives of Planning Commission and the Ministry
of Finance were also invited to these discussions on 7th June, 1966.
During these discussions also, the Chairman, BSL informed that the study
as presented did not give a break-up of the savings though Dasturco had
been requested to furnish this information in the meeting held on 28th
May, 1966. Although Dasturco' had promised to give - this break-up
in a week's time, in the meeting held on 4th June, 1966 between Bokaro
Steel Ltd. and Dasturco, they indicated that they had not werked out these
figures as they did not clearly understand what Bokaro Steel- Ltd. wanted.
The requirements of Bokaro Steel were explained-td Dasturco. Dasturco
promised to try and give thxs mformatton during the course of the week.

3.11. However, due to the shonage of time and on. the assurance of
Dasturco that these workinig sheets containing detsils will be put up before
the Soviet Consultants’ at Moscow, the delegatmn .proveeded for discussion
on the cost reduction proposals. =
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413,42 Fhe -Committee were informed by B: S. k. thet M/s. Daghuge
were given free and full opportunity to present their view point to.the
Soviet side and in this they were fully supported by the experts of Bokaro
Steel Ltd. The discussions were, . no doubt, handicapped by the Bokaro
Steel representatives not being fully conversant with the details of the
design data.and. the cost reduction basis. by Dasturco. During the course
of-discussion, Dasturco produced at Moscow working papers and support-
ing data with regard to the under mentioned items:

[N LA LRI
(1) Hot Rolling Mills
(2) Power Plant
(3) Power Distribution System
(4) Water Supply System

‘These were considered by the Soviet Experts and each point was discussed
in-detail. - Dasturco had 10 of their representatives in the delegation who
argued their proposals for the reduction of equipment and reduction of
casts with the Soviet agencies, but they were not able to convince the
Sowiet gide. The Soviet side expressed the view that Dasturco’s recome
mendations for the reduction of equipment and cost were unrealistic and
technically unacceptable in most cases. Against a reduction of Rs, 1075
million recommended by Dasturco, the net reduction as:a result of the
delegation’s visit to Moscow amounted to Rs, 95 million only. The details
of this Rs. 95 million reduction are given below:

Rs. in million

O} D:letion of Benzol recovery plant . . 257
G Daferment of stand No. 7 in hot strip mill .. . 100
i) Reduction of cost in raw material handling . . 20,0
(?) D:h.ydn‘tion: of ooncrtervphngvsludgt_: . . 25
(pz R.c_dl!c’t_ipn of cost in strom wniér dnumge . . 25.6,
{os) Reduction of cost in refractories plant . . 18
ﬂ(‘v&) Reduction of cost by reducing storage grea , . 70
(wii) Re:iuétion in cost of refrigeration plant , . . 6-0
98-0

Additional cost of eccount of the revised coal handling . . 3°0

Net cost reduction lcoepted by the Soviet party . . 95°0
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3.13. The important recommendations of Dasturco on cost reduction
and the reasons advanced for their non-acceptance are discussed in the
following paragraphs.

Elimination of the 5th Blast Furnace in Stage Il

3.14. Dasturco had recommended elimination of the 5th Blast Fumace
for the production of foundry iron in Stage II. One of the arguments put
forward by them was that instead of production of foundry iron at Bokaro,
the industry should be dispersed to other areas. The Committee were
informed that estimates of Dasturco were questioned by the Soviet Experts.
The Soviet Experts were of the definite view that the omission of the 5th
Blast Furnace would result not only in the loss of foundry iron production
at Bokaro, but also a reduction in steel production capacity by 150,000
to 200,000 tonnes at the 4 million tonne stage. Tt would also result in an
adverse gas balance which will necessitate bringing in approximately 1 lakb
tonnes of fuel oil as against 75,000 tonnes suggested by Dasturco.

3.15. It was also explained that the proposal did not have a bearing
on the Stage I. Therefore, this was not passed by the Indian delegation.
In any case, this proposal meant cnly a reduction in the scope of the
Project and was not really related to the cost reduction of the Project, as.
such.

Modification to the Rolling Mills

3.16. (a) Slabbing Hill :—Dasturco’s recommendations were for a:
smaller size mill with smaller motors at a lower speed. In their opinion,
with this modification the required production of 4 m.'t could be achieved.
According to them, the continuous casting process was fast developing
and, beforc long, it would be possible to produce slabs by such a process
upto 2 metre width. They had, therefore, considered that the proposed
Slabbing Mill was unnecessarily large, and therefore, too expensive.

3.17. The Committee were, however, informed that the Soviet spe-
cialists clarified and emphasised that the mill was designed for four million
tonne capacity only, and it was wrong to say that it had been over-designed
in order to increase the capacity upto 53 m/t. In deciding the size of
the mill, they had adopted the modern trend in mill size viz. to design the
mill for heavier ingots which will give heavier slabs, heavier coils and
consequently greater yield. They stated that the latest mills in the USA
had been designed for ingot weights upto 42 tonnes. Their mill had, how-
ever, been designed for maximum ingot weight of 38 tonnes. Dasturco
claimed that the mill proposed by them would roll ingots upto 35/36
tonnes, The Soviet side contended that if Dasturco’s mill was designed’
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for a maximum ingot weight of 35/36 tonnes, it could not obviously be
very much different from the Soviet mill designed for a 38 tonne ingot
weight. Since the mills and the mill tables are designed on the basis of
maximum ingot weights, the difference of the weight of the two mills could
not on the basis claimed by Dasturco be a great deal, and as such the
cost reduction also could not be much. The Soviet side did not accept
the size of the mill proposed by Dasturco, as according to them, their mill
was not only just the right size for the job, but also the savings expected

in the alternate suggested would be very small.

3.18. (b) Hot Strip Mill: The proposal of Dasturco was to reduce
the size of the mill rolls and also the capacity of the mill motors, and to
eliminate the 7th stand in the Strip Finishing Mill. According to them,
such a smaller mill will be able to give the required production. With these
changes, there would be sufficient savings in the investment of the order
of Rs. 400-500 million (later revised by Dasturco themselves to Rs. 250
million). In this case, also the Soviet side did not agree to reduction in
the size of the mill rolls nor to the reduction in the size of the capacity of
the motors. The Committee were informed that according to the Russians
they had selected the size of the rolls in accordance with the latest trends.
They illustrated this by indicating the size of the mill rolls adopted for
various mills from time to time during the last 10 to 15 years. They
also expressed the view that if the size of the mill rolls is reduced, the
stiffness of the mill will be impaired, which, in turn, will affect the quality
of the products—quality of the strips as well as the yield of the strips.
The Soviet side furnished detailed technical reasons for not accepting reduc-
tion in the capacity of the mill motors also. They, however, agreed to
Dasturco’s suggestion to delete the 7th stand for the Fishing Mill in Stage
I in view of the fact that Bokaro is being planned for continuous develop-
ment from 1.7 to 4 million tonne stage.

Modification to the Industrial Water Circulating System

3.19. Dasturco had recommended provding industrial water circulating
system with cooling towers as against cooling ponds recommended in the
detailed project report. The Indian delegation contended that the initial
cost of the cooling tower system was considerably lower than that esti-
mated by the Soviet side. The details of the design basis and working
calculation sheets were handed over to the Soviet Experts during the
discussions.

3.20. The Soviet side admitted that the capital investment on cooling
ponds was more than on the towers, if taken separately—Rs. 113 milliom
as against Rs. 57 million on the condition that the water is cooled to 34° C
as provided in the project report. To cool water upto 32° C, the cost
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«f the tawer would. go up by another 20 per cent. They said that whilst
i the gooling .pongd system there was ome cycie for the w!ple works, the
Indian proposal desired to establish 14 water cycles, m addition to a reser-
vair with g capacity of 4 million cbm. In their opinionz ﬂ:e additional
capital expenditure on Pumping Station alone was Rs. 19 million. A<.:cord-
©g to their estimates, an additional 20 KM of pipeline had to be laid for
water supply network. Considering all points, the entire tower system of
water supply would be cheaper only by about Rs. 3 million.

_3.21. On the operational cost of the cooling tower system, the Soviet
Experts stated that electrical power requirements in the pond system was
very .much lower and the saving would be of the order of 400 KW. In
the tower system power required for the fans would be about 8000 KW,
if water was to be cooled to 34°C. On the other hand, the pond system
was cagy to operate, provided better purification of the effluent and also
brovided better living conditions for the nearby townships. The Soviet
side further contended that the tower system was not catirely reliable.
Throughout the discussions the Soviet side maintained that—

(i) The periqrmanée capabilities of the cooling towers as assumed
by Dasturco seemed to be high;

(ii) the Indian estimates of power consumption for the cooling
towers were low;

(iii) the savings in capital investment were over-estimated by the
Indian side;

(iv) the capacity of the storage reservoir for 20 days make-up
water requirement as provided in the Indian proposal was not
adequate—the Soviet design provides for 30 days storage; and

(v) the staff required for  servicing the tower system would be
higher than in the case of pond system (Indian experts
agreed with this statement but still maintained that the overall
operating costs were lower).

Modiﬁcalion to the Sieél Mélu'ng Shop .

3.22. Another important suggestion made by Dasturco in the cost re-
duction study was the installation of four 250 ton convertors instead of
four 100 ton convertors in Stage I and one 100 tonne and two 250 ton
-convertors in Stage II as suggested in the Soviet Report. Dastur’s Report
pointed out that “the world trend is to adopt convertor of 200 to 30Q ton
capacity for large new plants of the type visualised at Bokato and there are
as many as 17 plants (13 in operation and 4 under installation) in the
US.A,, Australia, Belgium, Germany and Italy with convertors of this
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size; by the time Bokaro is commissioned there would be many more. The'
reasons for adoption of 200 to 300 ton convertors are that investment is
lower, operations no more difficult than with smaller vessels, refractory
consumption decreases, handling of hot metal scrap, fluxes, slag and ingot
moulds is simplified and finally operating costs are lower.” The Indian
Consultants had estimated that by the adoption of one shop with 4-250
tomne convertors, there would be a saving of nearly Rs, 14 million in the

qperating costs as a result of lower cost of labour, maintenance, transporta-
tion, power, etc,

3.23. During evidence also Dr. Dastur stated that:

“they (Russians) have given us an antiquated design for the L.D.
Plant. These 100 tons L.D. converters are not used for a big
plant like this (Bokaro). Not that they are not used. If
you want a plant of } or } million tonne they can be used.
But today 300 tonnes L.Ds are absolutely standard and with
one L.D. converter you get more than 2 million tonnes of
steel. Here to get 1.7 million ingot tonnes they are putting
up four or five 100 ton L.D. converters. It increases your
capital cost and also your operating cost.”

3.24. In Japan, one of the most developed countries in Steel industry,
the Committee understand that “over 60°L.D. convertors have been installed
and over 60 per cent of the total steel was made this way”. In this process
pure oxygen is blasted at the metal turning 200 tons at a time into high
quality steel. The ‘blow’ takes up to 25 minutes and cycle times or “tap
to tap” time can be as low as 32 minutes. If ‘tap to tap’ or oycle time
is reduced by minutes or so, the output will go up by half a million ton
a year as a direct result as has been proved in Japan.

3.25. The Committee were also informed that the total capital cests
for the two steel melting shops as currently envisaged for Bokaro and the
estimates for a shop of 250 tonne convertors only would be as follows:

(Rs. in million)
(a) As eavisaged now—2 shops (five 100 tonne and two 250 tonne conver-
tors) . . . . . . . 476-8
(3 Dasturco estimate for 1 shop with 4-250 tonne econvertors . 289°6

This suggestion of Dasturco was also not accepted.

3.26. As to the reascns for not accepting the suggestions of Dasturco
for large convertors, the Secretary of the Ministry stated during evidence
that the Soviet said that “our experience has been largely on the 100 tonne

900 L.S—3
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cogveriors:  We ourselves arc pot very familiar with the 250 tonne ogm-
vertors and we would not suggest this,” In this comnectiop he also refessed
to the following statement of the Soviet cxpert who was bead of ths Dighe-
matic Mission before the Technical Comnittee:

hich

"Wcmmpplywlndwallthe cqmpmemsw'
thoroughly checked up in operation in the Soviet
can supply only equipments which can be m
straightaway and which can be ecasily mastered on the basis
of our experience at our own steel plants. We are producing
100 ton cenvertors. Today we are not ia a pasition to supply
India other convertors of higher capacities. The 250 tonne
convertors are now being instalied in some of the steel melting
shope and we will be in a position to supply them to Iadia
after we have gained enough experience in their operations.
For the second stage we will be able to supply you uuch
convertors.”

3.27. During his cvidence before the Committee Dr. M. N, Dastur
stated that “in the discussions held in Moscow, the Chairman, Bokaro
Steel Ltd. dominated in the meetings. Whercas from the Soviet side, the
head of Design institute my equivalent was the leader of their teamp and
b veed 0 argue, from our side Mr. Waonchoo was the deader of our team
and he used to argue and we were only allowed to have a few words in

sidoways.”

. 3.28, The Chairman B, S. L. however stated during his evidence as
fellows:

“I certainly led the Delegation. We had about a dozen technicians

including Dasturs, Hindustan Steel Design Burcau and Bokaro

Managing Director, who himself was a technician. I felt that

in the oponing session of this coaference—the confercnce went

on for two to three weeks—I should be the principal speaker,

and, therefore, I presented to the other side the case which

was Dastur’s case, our case, Bokaro’s case and the Govern-

ment of India's case. 1 presented the case on behalf of the

Government of India. They naturally had some technicians

" and they presented their case. Obviously, we could not dis-

cuss the technical details in the main conference of this nature.

So, what was decided was that we appointed 5 or 6 panels,

consisting wholly of technicians in each of which Dastur was

repressnted.  These panels were to discuss technical matters

in detail. But, in the opening session, I told Mr, George and

Dastur that it would be best t let me present the case on
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. behal of the Government and Dastyr, Then the panels wore
‘appointed, which went on working for about & weok. At ahe
end, all the panels reported their agrecoments or disageocmonts
to the main Committee, of which again [ was the Chaiman.
80, I took the leading part on the first day when we were start-
ing of the discussion, and again on the Jast day. In fact {
was not present even in the papeis, not being a technician
myself. But I felt it necessary to present the Governmest of
India’s case fully myself on the first day, and of course, to
take part on the last day.”

“the position was that the Russians were the primary consul-
tants for this project. We were not in a positon to say
that whether they liked it or not, we would accept
Dastur’s line of thinking.”

A.29. During evidcnce, the Secretary of the Ministry also stated that:

“in accepting the suggestions of Dasturco certain practical limita-
tions apart from theoretical possibilitics had to be taken into
account. We had to accept the Russians aid. Naturally from
their point of view they had to take the line that we could only
get their aid provided they were also technically satisfied about
the construction having accepted the Russians assistance in
this matter and having all their expericnce and their cxpertise,
I think that Government rightly felt that it was not proper to
go beyond what they (Russians) actually accepted in regard
to Dastur.”

3.30, The Committee find that Dasturco, the Indian Consultants of
BSL hed pointed out that there was a good scope of cost reduction
amounting (o sbout Rs. 107.5 crores even if the basic assumptions
of the Soviet DPR were accepted. In spite of that no worthwhile
effiort was made to bring down the capital investment. The Government
was aware of the capital cost per ton of steel plant in India. The Com-
mittce has beem told ¢hat the capital cost would be Rs. 2474 (now revised
to Rs. 2725 as stated in Rajya Sabha on 16th March, 1970) in Bokaro
Steel plant in Ms second stage i.c. when the prodyction will be 4 million
tons but in the first stuge when the prodaction will be 1.7 million tons the
capital cost per teu of steel at Bokaro woul be Rs. 4000 per ton. In view
of this very lwavy imvestment in Bokaro, the Government ought to have
given 2 more serious comsidersfion te the question of fthe cost reduction
study.

3.31. The Committce however regret to nofe that as against the sugees-
tions of M/s. Dasturco for cost reduction amounting to Rs, 107.5 crores
n 1st Stage of Bokaro Steel Project. suggestions to the extent of Rs. 9.5
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crores only could be given effect to. As the suggestions for cost reduction
are highly technical the Commitfee are not in a position to examine them
from technical point of view. They, however, find that in the case of steel
melting shops the Soviet Consultants themselvés recommended the installa-
tion of 250 ton convertors in the II Stage of BSL. As pointed out by
M/s. Dasturco in their cost reduction study, the world trend including
Japan, US.A., West Germany is to adopt convertors of 200 to 300 tonnes
capacity for large new plants of the type visualised at Bokaro. The reasons
for having 200 to 300 tonnes converfors are that investment is lower,
refractory consumption decreases, handling of hot metal scrap, fluxes, slag
and ingot moulds is simplified and operafing costs are lower. It was
estimated by Dasturco that there could have been a saving of Rs. 1.4
croves in operating cost per year by installing converters of 250 tonnes.
There would have also been g saving of about Rs, 18.7 crores in the caiptal
cost. The Committee are, therefore, of the opinion that Government should
have more thoroughly examined his matter and the idea of obtaining 250

ton convertors from other sources ought fo have been examined in order to
bring down both capital and operating costs,

3.32. The following features also stand out rather conspicuously while

reviewing the whole course of the finalisation of the agreement with the
USSR :

(i) Messrs Dasturco were asked to make a cost reduction study on
29th March, 1966. But without waiting for their Report on
that very day Government communicated fo the Soviets the
acceptance of their D.P.R. Contracts were also signed on 3rd
May. 1966 for the preparation of working drawings and for
rendering technical assistance including supply of equipment.
Thus the negotiations with Soviets were rushed through and
there was little chance of acceptance of any major changes in
the designing of Bokaro Steel Project by the Soviets, Govern-
ment should ensure that the agreements do not have the effect
of foreclosing issues of crucial importance in particular those

which have a bearing on the cfficiency and economics of the
plant.

(il) The Memorandum of acceptance of DPR provided that the
Soviet consultants would give due consideration fo concrefe
technical suggestions for cost reduction which might be made
to them by the Indian side within three months, M/s. Dasturco
were therefore, asked to give concrefe proposals for cost reduc-
tion within seven weeks, The Committee are informed that
the report submitted by M/s. Dasturco ‘lacked detailed
technical design basis, detailed cost calculations and break-up
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of cost savings.’ As these were not readily forthcoming
Government had to send the delegation to Moscow to discass
the proposals with the Soviets without the study of the details
of the suggestions of Dasturco. The delegation was not in a
position to argue fully and comvince the Soviet Consultants
with the proposals. It was admitted by B.S.L. that the discus-
sions (at Moscow) were no doubt handicapped by the Bokaro
Steel representatives not being fully conversant with the details
of the design data and the cost reduction basis by Dasturco.

The Committee feel that all the discussions with Dastarco ought to have
taken place in India and all the points should have been sorted out before
going to Moscow. The Committee have not been able to appreciate that
as the agreement had to be signed in a short time on a particular date,
therefore, proper consideration to the whole matter was not feasible. The
Government ought to have insisted on having enough time for the
consideration of the report and other comnected matters before signing
the agreement, '

(iii) The Committee also feel that it would have been better if the
leader of the delegation which was to discuss highly technical
matters had beem a technical person especially when on the
other side the head of the team was a technical man. They
desire that the delegations for such technical negotiations either
with foreign companies or Governments should =2s far as
possible be headed by technical chiefs.

(iv) Dr. Dastur stated in his evidence that ‘Mr. Wanchoo dominated
in the meetings (at Moscow). Whereas from the Soviet side
the head of the design Institute, my equivalent, was the leader
of their team and he used to argue, from our side, Mr. Wanchoo
was the leader to our team amd he used to argue and we were
only allowed to have a few words in sideways.” On the other
hand the Chairman, BSL stated that ‘we appointed S or 6
panels consisting wholly of techmicians in each of which Dastor
was represented.’ B.S.L. also informed the Committee that
Dastarco had ten of their representatives in the delegation who
argued their proposals but they were not able to convince the
Soviet side’ The Committee are left with the impression that
there was lack of cooperation and proper understanding among
M/s. Dasturco, Bokaro Steel Plant and fhe Goverament of
Indis. Had there been a greater undersisnding and coopers-
tion, probably fhe results would have been better in the interest
of the coantry



C. Revision of Estimates

3.33. The Committee enquired during evidence in August, 1969
whether the estimates for 1st Stage had been revised or would it be possi-
ble to adhere to the original estimates. They were informed by the Chair-
man, B.S.L. that the estimates had not been revised so far, They were
engaged in revising the estimates in the light of latest information that they
had got about various supplies. At the moment it was difficult to tell the
extent of incrcase in estimates.  Subsequently (September, 1969) in a
written reply also the Committee were informed that the estimates for
Stage T had not undergone any revision so far. But the whole position
was under review and was likely to be finalised shortly. Revision to a
certain extent might become necessary due to  escalation of indigenous
prices on labour and materials. The actual price being paid to HEC was
also much higher than what was included in the estimate sanctioned by
Government.  Similarly certain adjustments will have to be made duc to
variation in the actual quantities of work on detailed engincering in com-
parison to the figures given in Detailed Project Report. A detailed exercise
had been undertaken to review the project estimates. It was only after this
exercise was completed that it will be known whether the original estimates

could be adhered to. It was not possible to forecast at this stage the
ultimate eost of construction of Bokaro Steel Plant in Ist Stage.

3.34, During the evidence the Committee enquired as to how is it that
the Management was not in a position to give the estimated ultimate cost
of project. The Chairman, BSL stated that in the light of the subsequent
developments, the management of Bokaro Steel Ltd., put up to the Board
of Directors some time ago a revised estimate on the basis of latest expec-
tations.  This estimate was for Rs. 764 crores ie. about Rs. 92 crores
more than the original estimates. There were three elements, in particular
where the estimates had shown an increase viz. Rs. 60 crores on plant and
equipment, Rs. 26 crores for future escalation and Rs. 7 crores on  other
items, When these estimates came to the Board of Directors they guestion-
ed the necessity of providing an escalation factor of as much as Rs. 26
crores. Till the Board finally agreed or disagreed with it, they felt it might
not Be proper to give an estimate which had not been approved by the
Board.
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'3.35. Subsequently in a note furnished to the Committee it Was statéd
that the project estimates as sanctioned by Government excluding off-site
facilities and thc revised estimates showing the variations under each head
are shown below:

(Rs. in millions)

S. Item Sanctioned Rivisioh Revised
No. Estimate
Tocrease  Decrease Net Ine./
Decr./

1. Land . . . . 10°40 15+ 40
2 Site levelling and investi-

gation ., |, | 97:09 9709
3 Plant and Equipment as

erected . ., 4,643°37  604-31 573 (+)598-58  5241°95
4 Engmecnngandwmtru

tlon .

() Construction Bquip-
ment 155700 155:00

(b) Administration during
construction etc. @ (‘7}%

ona&3 . © 35554 (+)44:89  400°43

s Customsduty , , 476-68 (—)1-57 47511
6 Contingencies @5% on

ittms2to s . 28639 (4)32°10 318-49

7 Escalation R . . (+4)200:0 200°00

1

Plant cost . [ 602447 (+)8%4:007 6,898 47

8 Deferred charges . 42°8o 42:80
9 Capitsfised interest .

10 Spares . . 139°00 139-00

11 Of!-s'tefaciligies . $03°7S €03°75

TotAL Cost . ' 6,710°02 —  (+)874°00 7,584,04

Say Rs. 7,584 million

3.36. The revised project estimates have increwsed by a sum of Rs. 87.
million as explained below:

(i) Indigenous equipment:

" " Zase on the contracts finalised or the quotations received from public
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sector undertakings, there is an overall increase of Rs. 604.31 as per details
below:

S1. Name of Supplier Contracted Eutiﬁnud Diffe-
No. ' amount amount rence
1 Mining and Allied Machinery Corporation 71°27  67°32 3'95
2 Instrumentation Limited , ., ., . 85:60  23-48 62:12
3 Hindustan Cables o e e 1-91 3:60(—) 169
4 Indisn Telephone Industries , . . 220 1-08 1-12
s Bhatat Blectronic Limited . . . 017 0-08 012
6 Heavy Bngincering Corporation  , ., ﬂ 505-45 45235
9 Bharat Heavy Blectricals Ltd., Trichy . . 16-67 8-42 8-25
8 Bharat Heavy Electricals Ltd., Hyderabad . 60°41 1I:70 4871
9 Bharat Heavy Electricals Ltd., Hardwar . 735 236 509
10 Heavy Blectricals Ltd., Bhopal . . . 17:90 11°11 6°79
TOTAL R R . R . 122118 634°47 $86°71
Increase , ., . . ., Rs 58671 million
Add Sales Tax on above . . Rs. 17°60
TotalIncrease . ., ., , Rs. 60431

(ii) Imported Equipment

During the course of detailed enginecring and preparation of drawings
for the project, there is a decrease in the supply of equipment and struc-
turals. This has resulted in a net rcduction of Rs. 5.73 million in the
cost of imported equipment.

(iii) Administration during construction contingencies etc.

The provision under this head has been revised adopting the same
perccntage as in the approved estimates.

(iv) Customs duty:

Due to decrease in the supply of equipment from the USSR, there is a
net reduction in customs duty amounting to Rs. 1.57 million.

(v) Escalation:

(a) The cost of steel has increased by about Rs. 400 per tonne over
the base price assumed in the project estimates approved by the Govern-
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As a result, the cost of structures and equipment has escalated by
Rs, 103.45 million. The wage of unskilled worker has increased from
Rs. 1.75 to Rs. 2.50 per day in the State of Bihar. Due to this increase in
the minimum wage, an additional amount of Rs. 5.16 million is payable to
Hindustan Steel Works Construction Ltd. against the Civil Engineering

contract entered into with them. Therefore, the total known escalated
cost amounts to Rs. 108.61 million,

ment.

(b) Future: There has been a general increase in the wages of workers
consequent to the, implementation of wage awards and other governmental
action. The effect of this rise in wages will not be known until the claims
are preferred against Bokaro Steel. It is considered necessary to provide
for this and other unforeseen ewcntualities. For the present, escalation
at 24% amounting to Rs. 91.74 million, has been provided for. In work-

ing out this, commitments on which there is no escalation have been
excluded.

The total provision for escalation would thus work out to Rs. 200.35
million (i.e. Rs. 108.61+4-Rs. 91.74 or say Rs. 200.00 million). The revis-
ed estimates were stated to be under the consideration of Government.

3.37. In reply to USQ No. 429 dated the 2nd March, 1970 the Minis-
ter of State in the Ministry of Stcel and Heavy Engineering informed Rajya
Sabha that the total investment on Bokaro Stage I was now estimated. ._to

be of the order of about Rs. 760 crores out of which foreign exchange
component was Rs. 195 crores.

3.38. It would be seen from the above that there was likely to be an
increase of about Rs. 90 crores over sanctioned capita] estimates of Rs. 670
crores for Bokaro Steel Plant. It is, however, surprising that until recently
the management of Bokaro Steel Plant was not aware of the extent of
-increase in the capital estimates. The Committee were informed as late
as September, 1969, that the fact whether the original estimates could be
adhered to or not will be known only after the review of project esti-
mates undertaken by the management was completed. One of the im-
portant tools of management is proper accounting and reporting system
which records the variations from the original estimates under various
heads and ensbles the management to know at any point of time the total
expenditure likely to be incmrted on a project, the extent of variations
from the original estimates and the reasons therefor.

-3.39. Bokaro has a Finance Division. It is the primary function of
this Division to keep track of financial provisions, progress of
expenditure and Revised Estimates, etc, The Committee are unable to
appreciate why Bokaro Steel did not assess in time the ultimate cost of
:the project- and varistion from the original estimates,
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3.40. The Committee also find that in the Demands for Grants for
1967-68, it had been stated that after taking into account the effects of de-
valuation and propoesals of cost redaction agreed upon by the Soviet side
the revised cost of 1st Stage of the plant as sancfioned by Government
is Ks. 620 crores (excluding off-side facilities which are estimated to cost
about Rs, 50.4 crores approximately). Having obtained the approval of
Parliament to specified figures, the management was commitied to com-
plete the 1st stage of Bokaro within that amount unless Parliament had
spproved of the revised estimates. The Bokaro Steel Ltd., should have
taken the first opportunity of informing Government and Parliament about
the extent of revision in the estimates stating also clearly as to how it would
affect the economics of the plant. They, however, find that even the
Demands for Grants for 1970-71, made no definite mention about the
extent to which the increase in estimates was likely to be. The Com-
nitfec highly deprecate the complacent attitude of the Government to-
wards the escalation of estimates to such a magnitude (Rs. 90.0 crores)
and they recommend that in future earliest opportunity should be taken
to inform Parliament about malor increases in estimafes of a project.

341, The Committee recommend that along with the Demands for
Grants each year Government should present to Parliament a review on
each public undertaking giving a true picture about its working. In the
cuse of public undertakings under construction such a review should also
include the original estimate of capital expenditure, the expenditure incurred
so far and the percentage of work completed, the estimated increase, if
any, from the original estimates and the reasons for variations, efc,

342, The Committee find that the Minister for Steel in reply to a
question No. 429, dated 2nd March, 1970, in Rajya Sabha and in reply
to a question 708, dated 31st March, 1970 in Lok Sabha had stated that
the total investment on Bokaro on Stage I was now estimated to be of the
order of Rs. 760 crores which meaas the Government considers that ihe
total investment on Bokaro will go up by about Rs. 90 crores above the
earlier estimates of Rs, 670 crores as reported to the Parliament vide De-
mands for grants 1967-68 on the basis of which approval for the establish-
ment of Bokaro Plant was taken. From the examination of the Bokaro
Steel and the data that have been furnished to the Committee, they are
convinced that even this figure of Rs. 760 crores as reported to the Parlia-
ment by the Minister may mot be a firm figure.

343, Wide variations between the estimated cost and the actual ex-
penditure has become a common feature in the public sector projects.
The Cominittee would, therefore, waich with considerable anxiety as to
how in fhe ultimate analysis the actual cost compares with the estimafed
cost in the case of Bokaro Steel Plant both for Stage T and H.
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CONSTRUCTION AND COMMISSIONING
A. Delays in Construction

-y

4.1. The major units of the Bokaro Steel Plant are:—

(i) Raw materials storage and blending plant.
(ii) Coke Oven Plant.

(iii) By-Product Plant,
(iv) Sulphuric Acid Plant.
(v) Sinter Plant.

(vi) Blast Furnace Plant and ancilliary facilities.

(vii) Oxygen converter shop and auxiliary facilities.
(viii) Steel melting shop, Hot Rolling Mills, and
(ix) Cold Rolling Mills.

4.2. According to the construction schedule prepared in November,
1966 based on the assumption that civil construction work could com-
mence from January, 1967, the first blast furnace, along with two batte-
ries of coke ovems, by-product and sulphuric acid plant, one band of
sintering plant, auxiliary shops and laboratotries, power plant, related
utilities and a cooling pond was to be commissioned by the end of fourth
quarter of 1969 and the entire programme for Stage I including cold
rolling mills by the end of first quarter of 1971. However, the civil
engineering work could be started only in October, 1967 i.e., after a delay
of about 9 months. Therefore, the revised schedule provided for the
commissioning of the first blast furnace by September, 1970 and the entire
plant by December, 1971.  Again in February, 1969 it became apparent
that an overall delay of 6 months in the commissioning of the first blast
furnace and consequently the entire Stage I of the plant was inevitable due
to anticipated delays in deliveries of different items of equipment and
material delays on the Heavy Engineering Corporation. Thus construc-
tion schedule was again reviewed by the Bokaro Stee} Board in July,
1969 and it was decided that a realistic schedule for the completion of
erection of first blast furnace would be March, 1972 and the entire Stage
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1, by June,. 1973. The precise reasons for the slow progress of construg-
tion of various units of the plant are stated to be as follows:—

(i) delay in submission of data by the suppliers for preparation of
civil drawings such as in Raw Materials Plant by MAMC,
non-receipt of equipment foundation drawings from tne
Soviet Consultants as in Cold Rolling Mills, delay of almost
one year by the Soviet Consultants in supply of drawings for
the units to be designed by Dasturco due to delay in supply of
technical data by the equipment suppliers in India as well as
in the USS.R.

(ii) non availability in time of anchor bolts to be supplied by
HEC and HSCL mainly in Hot and Cold Rolling Mill areas;

(iii) lack of resources in manpower, equipment and shuttering
material on the part of the contractors of HSCL;

{(iv) non-availability of steel plates to specification 1SS-226 and
ISS-2062, in time and in quantity from indigenous sources;

(v) slow progress in general of supply and erection of building
structurals covered by HSCL contracts;

(vi) shoftfall in supplies of steel structures by HEC in matching
sets and in the sequence required for erection;

(vii) slow progress by various contractors on whom orders have
been placed for supply and erection directly by BSL;

(viii) the private sector industries on whom orders have been
placed, have also expressed difficulties in making supplies of
equipment in time due t> non-availability of steel and im-
ported components;

(ix) non-availability of refractories in time; and
{x) difficulties in land acquisition.

4.3. The Committee were informed that even the revised second sche-
dule of completion of 1st stage by June, 1973 was still subject to varjous
uncertain factors and in particular; (i) timely furnishing by MAMC of
technical data to enable Dasturco to complete the civil drawings of Raw
Materials Plant by 15th January, 1970 (ii) substantial stepping up in the
rate of concreting in the Hot and the Cold Rolling Mills areas by HSCL
(iii) timely supply of cranes by HEC and other suppliers without which
most of the items of equipment cannot be erected, particularly in the
Steel Melting Shop and the Rolling Mills,
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4.4. It will thus be seen that even if the present schedule of construc--
tio is' maintained there will be a delay of 27 months in the completion
of 1st Stage of Bokaro Steel Plant as compared to the original schedule
prepared in November, 1966. The Committee were informed during
evidence that the loss of production due to the delay of about two years
in construction would be about Rs. 32 crores. Besides, the additional
expenditure on establishment and interest on borrowed capita] would be
about Rs. 20 lakhs per month.

4.5. In reply to a question (No. 506) in Lok Sabha on 17th March,
1970, the Minister of State for Steel and Heavy Engineering, however,
informed that the approximate loss on account of delay in commissioning
of the plant calculated on the basis of administrative and other overheads:
is estimated at Rs. 25 lakhs.

4.6. It is noticed that in October, 1966 when negotiations were resum-
ed with Dusturco for finalising their contract, Dasturco represented to-
Bokaro Steel and Steel Ministry that assistance in construction scheduling,
progress reporting, project cost control preparation of specifications, co-
ordination, expediting and inspection of equipment etc. which had already
agreed to earlier and which were normally undertaken by consultancy
must be included in the Dasturco scope. But this was not agreed to.
During evidence, the Secretary of Ministry of Stee] and Heavy Engineer--
ing stated that “there have been so organisational failures on the part of
B.S.L. These have been gone into and the organisation has since been
strengthened, Recently, they have decided to adopt a system of network
analysis by M/s. Dasturco which will show up the deficiencies at various

peints and will also show how particular deficiencies can be by-passed if
necessary”.

4.7. The Committee are distressed to note that the date of completion
of the Bokaro Steel Plant has been revised twice and as a result of these
revisions the completion of the construction has definitely been delayed hy
27 months from the date of the original schedule of completion of con-:
struction. It has been stated now that Stage I is expected fo be completed
according to the revised schedule by June, 1973. But the Committee
find that even this date will mot be adhered to because of the various un-
certein factors pointed out by RSI (vide paragraph 4.3—page 62). The.
Committee has been unable to ascertain even the tenfative date as to when-
the construction of the first stage s likely to be completed. The Com-
mittee recommend that this matter should be properly examined and a

firm date of completion of the Stage I should be reported to the Com--
mittee,
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4.8, As a result of the delay in the completion of the Stage I evem by
27 months, the Committee very much regret to note that the losses amount-
ing to Rs. 32 crores on account of production and establishment cost at
the rate of Rs. 25 lakhs per month which will in 27 months amount fo
Rs. .75 crores have become umavoidable. ¥t may, however, be nofed
that if the target date of completion of June, 1973 is not adhered to the
loss will be still more. The main reasong for these losses are primarily
due to the belated submission of technical datas, drawings, cranes, delay
in civil engineering work and supplies from private and public undertak-
ings. Apart from these the Secretary of the Ministry has also admitied
during evidence that “there have been some organisational failures on the
part of BS.L.” which failure is also responsible for the above-mentioned
losses. The Committee were informed that steps have now been taken
to reinedy those organisational failures by adopting a system of net-work
analysis by Dasturco which will show up the deficiencies at various points
and which will also show how particular deficiencies can be by-passed, if
necessary. In spite of the fact that Dasturco advocated the adeption of
the modern-techniques of planning by B.S.L. as early as 1966, the Com-
mittce regret to note that the management at that stage ignored his advice

and as # result the avoidable organisational failures crept into the manage-
ment of BS.L,

4.9, The Committee have found that the price of many of the supplies
to Bokaro from indigenous sources and also their time of delivery have
mot yet been decided upon particularly with regard to the supplies from
Public Sector Units, The Committee would like that this matter should
receive most immediate attention and should be settled as early as possibie.

4.10. The Committee further desire that Government should ensure
that other public undertakings who have to supply machinery and equip-
ment {0 Bokaro Steel Ltd. adhere to the time schedule. It should also
be ensured that they do not keep on escalating prices which would inflate

greatly the cost of the product and upset the economics of the Bokaro
Steel Plant.

B. Civil Engineering Works

4.11. On 3rd August, 1966 the Bokaro Steel Ltd. awarded to Hindus-
tan Steel Works Construction Ltd. the Civil Engincering Works at a cost
of Rs. 1064-54 million, This Company was incorporated on 23rd Jusme,
1964 as a wholly owned Government Company mainly for the purpese
of undertaking the construction work later on. According to the terms
and conditions of the contract, the construction work was tp commence
by January, 1967, but it could be started only in October, 1967 i.e. after
a delay of about 9 months. In September, 1967, the Management in-
formed the Bokaro Steel Limited that the main reason for delay was that
power line, land and water were not made available by the latter in ac-
cordance with the original schedule.
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-4.12. The Bokaro Steel Ltd. did mot, however, accept (Septemder,
1967) the shove contestion on the following grounds: ‘

(i) The Bokaro Stee] Limited was in a position to supply the
temporary construction power for the initial requirement
within two to three weeks of the Company's request, but no
such request was made.

(i) The land where the construction was to> be done was already
in the hands of the Company.

(iii) The Bokaro Steel Limited had adequate number of pumps
installed at the river pump houses both at the Garge and
Damodar rivers from where the water required could have
been supplied to the Company, if demanded.

(iv) AH materials required for inviting tenders both for the civil
engineering work and structural steel work had already been
issued to the Company months ahead of issue of letter of
intent on 3rd August, 1966.

(v) The construction work could not be started in time primarily
because the company did not call for tenders sufficiently in
time and even after receipt of tenders there was delay in
starting the work at site due to organisational and financial
difficulty arising out of resignation and retirement of the
Managing Director and Chief Engineer respectively.

4.13. Instead of executing the works departmentally. H.S.CL, had
sub-divided the works awarded to it into small units and allotted these to
various sub-contractors on the basis of tenders/nmegotiations as it found
departmental execution of work extremely wasteful. As a result the
Company has undertaken the role of middle men contractor only and it
maintains staff necessary for supervising the work of the private contractors.
The objective of doing all major construction works departmentally by
avoiding the contractors and building up the necessary technical skill and
expertise in the construction of steel works does not therefore appear to
have been achieved by the Company.

4.14. As a result of execution of work of the Bokaro Steel Ltd., by
sub-contractors appointed by this Company, the work of sub-contractors
is supervised by both the Companies, viz., the Hindustan Steel Works
Construction Ltd. as well as the Bokaro Steel Ltd. The suggestion of the
Hindustan Steel Works Constraction Ltd. made in August, 1966 to dispense
with the supervision to be exercised by the Bokaro Steel Ltd. was not
accepted by the letter on the ground that it would have no means of ensur-
ing the quality and speed of construction or exercising any contro] over the
cxpenditure to be incurred. Consequently, the Bokaro Steel Ltd. is
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maintaining «n elaborate Civil Engineering Organisation for supervising
the works executed by the Hindustan Steel Works Construction Ltd.,
through its sub-contracts, and the Hindustan Steel Works Construction
Ltd., has also to engage to a large number of engineers and technical
personnel for the same work. The result is duplication of supervision
and consequent unnecessary extra expenditure.

4.15. The Progress of civil engineering works (R.C.C. and concreting)
as on 31st August, 1969 was as follows:—

Shop/Plant Estimated Targetup  Progress
Qty to A t, upto .;\g:ust
1 1

¢.lm, clm.
1. Auxiliary Shop . . . . . 122,600 52,281 52,282
2. Thermal Power Plant & Tuxl-o Blower
Station . 108,000 89,608 70,309
3. Blsst Furnace . . 200,000 140,091 114,350
4. CLoke Oven & By-Pmduct Plent . 166,620 144,560 76iI°8
s. Sintering Plamt . . . . 89,618 82,678 58,176
6. Steel Melling Shop . . . . 131,000 82,418 48,548
7. HotRollimgMills . . . . . 432815 88,042 57:870
8. Cold Rolling Mill , . . . . 236,539 48,175 25,381
9. Refactory Materials Plant . . . 70,634 21,150 19,070

* 1,557,826 753,003 519,094

Thus the backlog of R. C. and concrete work as compared to the
target upty 31st August, 1969 wag 233, 909 c.b.m.

4.16. The reasons for the slow progress in the civil engineering works
were stated to be (i) delay in submission of date by the suppliers for
preparatoin of civil drawings such as in Raw Materials Plant by
MAMC, non-receipt of equipment foundation drawings from the Soviet
Consultants as in Cold Rolling Mills delay of almost one year by the Soviet
Consultants in supply of drawings for underground communciations, delay
in preparation of working drawings for the units to be designed by Dasturco
duc to delay in supply of technical data by the equipment suppliers in India
as well as in USSR, (ii) Non-availability in time of anchor bolts to be
supplied by HEC and HSCL mainly in Hot and Cold Rolling Mill areas,
(iii) lack of resources in manpower, equipment and shuttering material
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én the part of the contractors of HSCL, (iv) frequent Labour trouble
amongst the workers of the contractors.

4.17. During evidence also, the Managing Director of BSL stated
that the main reason why the work was not started Sy HSCL by January,
1967 was that HSCL did not call for tenders sufficiently in time and even
after receipt of tenders there was considerable delay in deciding on the
award of the work due to the fact that the contractors were not organised.
On the other hand the Managing Director of HSCL stated that the letter
of intent given in August, 1966 did not contain the details of the works.
These were finalised by the end of October, 1966. After that, tenders
were called which were received in January, 1967 and it took a few weeks
to decide about the tenders. The work could have been started in
April-May, 1967; but it was not possible to do so during the monsoon
period. Therefore, the work had to be started in October, 1967.

4.18. The Committee were also informed that the figures of backlog
of work based on the schedule drawn up in July, 1967. This schedule
was drawn up by BSL on the advice of the Soviet Consultants in keeping
with the over-all time schedule for the completion of the project and it
was passed on to HSCL. At that time more than 50 per cent of the
drawings had not been received. The underground communication draw-
ings were received after one year in June, 1968. About the cooling pond
the State Government could not arrange the land till November, 1968.
Under these conditions the whole construction schedule which had been
drawn in 1967 had to be reconsidered. After detailed discussion with
the Managing Director of B.S.L. a detail scheduling had been done
month to month for every item of work in July, 1969 and they were now
in a position to go according to a phased sequence of work. Steps were

being taken to increase the man-power as well as resources for construc-
tion work.

4.19. As to the reasons for awarding the work to the sub-contractors
the Managing Director of HSCL stated in the evidence that it was not
necessary for the HSCL to use its skills ini items like earth work or simple
concreting works. There was enough capacity available and any other
organisation could do that. But HSCL had to take and specialise in
difficult and complicated items of work. It was on that basis that they
were going ahtad. In the last two years the method followed was thot
HSCL had given the work on open tenders basis to small groups of con-
tractors. The HSCL had stepped in deficient areas. Thzy had got work
to the tune of Rs. 10—12 crores to be done departmentally. The specia-
lisation of HSCL had to be in the steel plant construction. Therefore
they were develdpmsv fast and were contemplating to take more and more
erection works in the fitst phoc= of Bokaro Steel Plant Construction. In
the exnmansion programme of BSL, their contribution would be still more.
900 L.S.~—4
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4.20. On the other hand the BSL felt that “HSCL as it has organised
nself, does not entirely fulfil the object for which a construction organisa-
tion for steel plants in the public sector was organised. The object was
that this organisation should build itself as a construction agency to under-
take the construction work of Bokaro and subsequently move to other
public sector steel plants which Government may decide to set up. The
work which HSCL has sub-contracted to private contractors could have
been directly done by BSL as well. Subsequent experience has proved
that in an arrangement under which an intermediary organisation like
HSCL exists, progress of work is not as good as could have been when
only one organisation existed to control and direct the work. With this
experience and in the interest of speedier execution of the project, amal-
gamation of HSCL and BSL probably could still be beneficial. This is
'more so when the second stage expansion to 4 million tonne stage con-
currently with Stage I is to be undertaken.”

4.21. The Secretary of the Ministry, however, did not agree with the
views of BSL. He stated that the basic reason originally for creating
HSCL was t> have an organisation which would specialise in the cons-
truction of Steel Plants. The past experience in regard to the existing
three plants had been that when the construction was completed, the
construction organization in the plant became superfluous. But it was
not practicable to disband this organisation and to retrench the surplus
staff. Therefore, it was thought that an organisation should be built up
with construction staff who would move from one site to another for
construction. This was the underlying basic idea for establishing HSCL.
The suggestion that HSCL and BSL should be amalgamated did not fit
in with this idea.

4.22. The Committee have found that B.S.L, are very unhappy by the
imposition of the contracting firm HSCL on them. They feel that there
has been umnecessary duplication of supervision work and consequent em-
ployment of duplicate supervisory staff. This has also resulted in delay in
the execution of the work, B.S.L. pleads helplessness in the situation to
get the work executed according to their time schedule,

On the other hand the Committee have found that Hindustan Steel
Works Construction Ltd, has mostly sub-contracted the work and sre not
doing the work themselves, The original idea wag that H.S.C.L. would
do the job themselves and mot sub-let the work,

The Committee feel that this experiment has not worked well, on the
other hand it has worked to the detriment of BSL. B.S.L. should have
frcedom to get their work dome in the most expeditions and econvmic
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manner as they deem fit so that the management of B.S.L. may be held
zesponsible both for the completion of the Project within the time
schedule and for getting the work done on estimated costs. This was
not possible if a Public Sector contractor like H.S.C.L, is forced upon
B.S.L. Therefore, the Committee feel that B.S.L. may be allowed to get
‘their civil and other works done themselves either departmentally or
through a contractor of their choice.

4.23. The Committee appreciate the objective with which the H.S.C.L.
was formed, namely to take the construction of steel plants, to solve the
problem of the constructional staff and also to develop experience and
-expertise in civil and engineering work of this nature. But the Committee
feel that this cannot be allowed to be done at the cost of a project, in this
<case at the cost of Bokaro. The primary objective should be to get the
project completed in time and according to the cost estimates and if that
is put in jeopardy, H.S.C.L. has to be withdrawn.

C. Plant and Equipment

4.24. The total quantities of equipment structures and refractories
required for BSL 1st Stage are as follows:—

Equipment . . . . . . 276,800 tonnes
Structures . . . . . . 235,841 tonnes
Refractories . . . . . . 212,086 tonnes

The break-up indicating the source of supply as on 31st July, 1969
is given below:—

Equipment
Source of Supply Tonnage Value Remarks
(Rs, in
million)
1. US.S.R. . 101,502 1,547-80 Notijonal
figure
2. Czechoslovakia 1,400 2406
3. Public Sector
HEC . . . 72,415 959°30
MAM.C, - 10,491 Rate not
yet finalis-
ed.
Others . 7413 Do.
4. Private Sector
() Ordered . . 26,381 243:99 Notional
figure
(#) To beordered . 32,034
s. B.S.L. Workshops . 25,149

276,795



Source of Supply Tonnage &ilne Remarks
8. 1n
million)
Structures
1. USSR . 21,443 47-27 Notionat
3. Public Sector :
() H.S.CL. 149:884  362-9o
@) H.EC. . 26,656 6420
3. Private Sector :
() Ordered 26,432 47-60 Notional
# . figure
" (i) Tobeordered. 18,161
239,576
1. U.S.S.R. 23,138

3. Private Sector :

(1) Ordered .

() Tobeordered .
(@) U.S.S.R, Supplies .

171,923 752
17,026
212,087

4.25. Under the terms of contracts entered into by B.S.L. with M/s.
Tjazhpromexport, the latter were required to furnish certain equipment
and material as well as working drawing and technical documentation for
the manufacture of equipment in India.

4.26. The Committee were informed by M/s. Dastur & Co. that
‘there is no provision in the Bokaro Steel-Soviet coantracts for a phased
programme for the delivery of working drawings by the Soviet Union and
for the supply of Soviet technical documentation for the manufacture of
equipment in India. Incomplete Soviet design assignments and data
have held up the work in many cases. Some of the Dasturco drawings
had been held up again and again because of non-availability of Soviet
design assignments and information on time as well as data from equipment
suppliers in India’.

4.27. During evidence the Managing Director, BS.L. informed that
the tota] tonnage for which design documentation were to be furnished
by the Soviet Consultants under the contract was 93,000 tonnes approxi-
mately. Out of this, design documentation for 42,000 tons i.e. for first
blast furnace was to be supplied within nine months. The tonnage for
which design documentation were received within this period was 31,000.
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The design documentation supplied within 24 months of the date of

contract was 91,800 tons and the outstanding at present was only about
70 tons.

4.28. It was, however, admitted by BSL that in some cases there was
delay in receipt of drawings from Soviet Consultants. One of the reasons
for slow progress in the civil Engineering Works was “non receipt of
equipment foundation drawings from the Soviet Consultants as in Cold
Rolling Mills, delay of almost one year by the Soviet Consultants in the
Supply of drawings for under ground communications and delay in pre-
paration of working drawings for the units to be designed by Dasturco due
to delay in supply of technical data by the equipment suppliers in India
as well as in U.S.S.R."

4.29. As in the case of drawings, there were also delays in supply
equipment by the US.S.R.

The tonnage of material to be received from U.S.S.R. (Category-wisc)
the material received so far and the ‘percentage to total, as on 31st July,
1969 was as follows:—

Tonnage Tonnage Percent-
‘to  be received age to
received upto3ist total

July, 1969
at
Calcutta
Port

Equipment . . . . 101,502 59,156 58-2
Steel Structurals . . . . . 21,443 7:432 347
Recfractories . . . . 23,138# 1,139 49
Pipes and other goods . . 23,929 10,586 442

+The contract for supply of 18,347 tonnes of refractories was entered into on 9-7-69.

4.30. The contract with U.S.S.R. stipulated that all items of equipment
would be supplied within a period of fifty months from the date of signing
the contract i.e. by 31st July, 1970. The contract noi include a phased
delivery schedule. However, forecast of shipment for every year and
break-up thereof quarter-wise on a tonnage basis was furnished by the
Soviet Suppliers. In relation to this, the shortfall in supplies as on 31st
July, 1969 was 26,220 tonnes.

431. In a subsequent communication, B.S.L. has informed that against’
1,01,502 tonnes of equipment, 17,708 tonnes of steel structures to be
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representing 69 and 39 per cent respectively, of total quantity ordered. It
is, however, noted that there is a discrepency between figures now given
and figures given in the written replies earlier in regard to supply of steet
structures.* The B.S.L. has also informed that they have requested the:
Soviet suppliers to defer shipment of 5,000 tonnes of electrical equipment
and those items of mechanical equipment of rolling mills which have not
yet been shipped from the Soviet Union, because they are mot required:
for erection immediately. -

4.32, The Committee were also informed that the supplies of ihe:
equipment was not done in the proper sequence to match the construc-
tien schedule. This has resulted in delay of the construction programine.
The supplies were deficient till June, 1969 to the extent of 10,000 tonnes.
for the first blast furnace complex while a large number of items of rolling
mills required much later have already been supplied. As to the steps.
taken to clear the backlog and spced up the supplies the Committee were-
informed that M/s. Tjazhpromexport have recently upgraded the appoint-
ment of their representative at Bokaro Steel by deputing one of their Vice--
Presidents. The matters that need to be referred to Moscow had been.
considerably reduced and most of the problems solved expeditiously.
Constant liaison was also maintained by BSL Liaison Office at Moscow

with the supplier.

4.33. The Committee regret to note that there had been delays in the-
supply of drawings and equipment by the foreign collaborators. The inordi-
nate delay in the supply of drawings has cauosed serious delays and upsets
both in the civil construction programme and also in the manufacture of
machinery and equipment in India.

4.34. It is also surprising that in respect of equipment supply, the
contract with USSR stipulated only an overall period of fifty months for
the supply of equipment, from the date of signing the contract and did not
include a phased delivery schedule. The result was that while on the one:
hand the supplies were deficient to the extent of 10,000 tonnes for the
first blast furnace complex, a large number of items of rolling mills re-
quired much later have already been supplied.

In order to ensure the supply of equipment in time and in the proper
scquence required for construction and erection it was essential to include
component-wise phased delivery schedule in accordance with the needs of
the project. The Comnittee could get no satisfactory explamation for
this omission in the contract entered imto with the Soviet suppliers and
would lke it to be investigated into amd respomsibility fixed for such a
vital omission which has cansed comsidersble lows.

'..-\t the time of factua! verification, the Ministry informed that total tonnage of
structurgls received at the end of January, 1970 was 10643,
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4.35. The Committee feel that such a vital and technical contract
document ought to have been either drawn up by competent qualified
technical men or vetted by them before signing. The Committee find that
Dasturco has made comments on such omissions in the contract. If
the Government had made use of their experience in drawing up the
contract, probably this omission could have been avoided. The Com-
mittee recommend that this should invariably be buine in mind in entering
into cnotracts in future with the suppliers of plant and machinery.

(b) Supply of equipment from public sector undertakings.

4.36. In the case of public sector undertakings, the Committee were
informed that upto 31st July, 1969, as against the target of 11.672 tonnes,
the equipment received was only 6,101 tonnes (52 per cent) HE.C. &
MAMC were the principal suppliers in the public sector. There had
been delay of 6 months in the completion of the project so far due to the
delay in the receipt of supplies from H.E.C.

(i) Supplies from H.E.C.

4.37. The Committee were informed by H.E.C that the letter of intend
for supply of 99445-81 tonnes of equipment was received in July, 1967
and the delivery schedule received on 30th June, 1967 which was prepared
Yy Bokaro Steel Limited taking into consideration their erection schedule
and not the HEC’s manufacturing capacity. After considerable discus-
sior a revised schedule was finalised in November, 1968 indicating details
of deliveries to be effected quarter-wise for each year.

4.38. In accordance with the contract concluded between Bokaro
Stcel Limited and Heavy Engineering Corporation on the 9th April, 1969
Heavy Engineering Corporation have to supply ' approximately 72,000
tonnes of equipment and 27,210 tonnes of stee] structurals by the end of
December, 1971. According to the phased schedule of deliveries nearly
19,200 tonnes ©of equipment and 23,600 tonnes of structurals should have
been supplied by the end of January, 1970. The actual deliveries up to
the end of January, 1970, have been 10,840 tonnes of equipment (57
per cent) and 20,520 tonnes of structurals (87 per cent).

4.39. The H.E.C. had also not been able to make supplies even in
sequence as desired by B.S.L. out of supplies made upto January, 1970,
supply of 1,235 tonnes of equipment were out of sequence. It was ex-
plained that due to non-receipt of materials and completing parts from
USSR, certain items could not be manufactured strictly in sequence a<
per schedule. In order to utilise available materials and machines, other
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4.40. The Committee enquired during evidence as to how is it that
it took HEE.C. and B.S.L. a period of 14 years to finalise the delivery
schedule after placing the letter of intent in July, 1967. They were in-
formed that most of this period was taken up in clarifying the specifica-
tions, giving working drawings and so on.

(ii) Mining and Allied Machinery Corporation

4.41. As per contract signed with M.AM.C. in December, 1968 they
are to supply about 10,484 tonnes as per schedule envisaging supply of
about 9,100 tonnes by the first quarter of 1970. Later at MAAM.C’s

¢ request this schedule was revised in July and the revised schedule lay
down a target supply of about 4,650 tonnes of equipment by the first
quarter of 1970. As against this target, only about 700 tonnes have been
received upto 25th February, 1970.

(iii) Other Public Undertakings:—

4.42. The position in respect of other Public Undertakings is as
follows—

Nin: of Uad:rtaking Toaa! quatity ordered  Total supplies
BHEL, Trichy . . . . . 22,000 valves 1400
Instrumsntation Ltd. . . . . ¥ 1,227 tonnes 210 tonnes
BHEL, Hyd:rahad . . . 1,334 tonnss- 533 tonnes

Y turbo-blowers &
turbo compressors
180 tonnes- 87 tonnes
132-KV Switchgear
HBREI, Bhopal . . . . . 1,600 tonnes-large 400 tonnes
capacity transformers
LT.1, Baugalore . . . . 60 tonnes 20 tonnes
BHEL, Hardwar . . . . . 260 tonnes motors 134 tonnes
B.B.L., Bangalore ) . . « Very high frequency  All equipment ready
transreceiver sets. for despatch.
Hindlastan Cables Ltd. . . 263 tonnes of Nil

communications cables

4.43. Except in the case of communication cables from Hindustan
Cables Ltd., the supplies from these undertakings have been keeping in
line with requiremeants and according to schedule.
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(c) Supplies of equipment from private sector

4.44. Out of 63,000 tonnes of equipment to be procured from private
sector for the 1.7 million tonne stage orders have already been placed
for 41,000 tonnes. About 3,364 tonnes have Seen received/despatched/
inspected against a target of 14,737 tonnes.  Against 42,113 tonnes of
steel structure 34,907 tonnes have been ordered and 1,070 tonnes of
structures have been received against a target of 3,349 tonnes.

(d) Position of supply of cranes

4.45. 351 cranes have been ordered till date and they have been
distributed as follows:—

Source of supply olg‘clgnb::
U.S.S.R. . . . . . . . . . 21
‘H.EC. . . . . . . . . . . . . 96
Other Public Under takings (Garden Reah Workshops and Tunghabhadra

Steel Products Ltd.) . 26
Private S ector . . . . . . . 208
H.E.S. has farther sab-coatracted the cranes as follows —

Garden Reach Workshops Ltd. . . . . 61
U.S.S.R. . . . 5
Private Sector . . . . . 7
To be manufactured by H.E.S., . . . . . . . 23

Against the promised delivery of 210 cranes by the first quarter of
1970, only 24 cranes have been received/dispatched.

4.46. The Committee were informed that important causes leading to
delay in procurement of equipment and materials were non-availability of
steel plates to specification IS-226 and IS-2062 and in quantity from indi-
genous sources in time, difficulties experienced by Pprivate sector suppliers
in making supplies of equipment in time due t> non-availability of steel
and imported components.

4.47. The Committee regret to note that it took B.S.L. and HE.C a
period of 18 months from the date of placing of letter of intent, to clarify
the specifications, to give the working drawings and to settle the delivery
schedules.. The Committee fail to get a satisfactory answer from B.S.L.
and H.E.C. for this inordinate delsy. During this period the Secretary of
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the Ministry of Industrial Development and Company Affairs was also the
Chairman of B.S.L. It was expected that such a combination of posts would
lead to better coordination and expeditious disposal and settlement, but
instead it took so long for these two public sector undertakings to settle these
matters.

The Committee cannot help expressing their distress that the concerned
Ministries failed to take any effective steps and to provide necessary leader-
ship to streamline the work of these two corporations so that the loss of
time and money could be avoided.

4.48. The Committee regret to note that as agains¢ the target of 11,672
tomnes of equipment to be supplied by the public sector undertakings upto
31st July, 1969 the equipment actually received was only 6,101 tonnes i.c.,
52 per cent. of the target fixed. In the case of H.E.C. as against 72,415
tonnes to be supplied in all, the actoal deliveries up to the end of January,
1970 have been only 10,840 tonnes.

4.49. The Committee also view with concern that there had been delays
in supplies from H.E.C. even with reference to the revised schedule prepared
in November, 1968. During evidence the Secretary of the Ministry of
Stcel and Heavy Engineering admitted that “the delays in H.E.C. were due
to their own organisational deficiencies. There are some instances where
supplies from USSR were delayed but the major portion of delays has been
due to their own faults. Unfortunately that is trme”,

The Committee were, however, assured that in pursuance of the recom-
mendations of the Committee on Public Undertakings (1967-68) in their
14th Report on H.E.C.,, a study of the working of the Corporation was made
by a technical team comprising officers of the Bureau of Public Eaterprises.
Corrective measures were being taken to remove the deficiencies pointed
out in their report. The Committee trust that effective steps will be taken
by the H.E.C. to ensure that the supplies to Bokaro Steel Plant are made
in accordance with the sequence and schedules desired by them.

4.50. The Committee have noted with concern that M.A M.C. have
failed to keep up even their revised and scaled down delivery schedule.
As against 4,650 tonnes to be supplied by the 1st quarter of 1970, they have
supplied only 700 tommes upto 25th February, 1970. The Committee

have examined this year the working and performance of MLAAM.C.  They
have an impression that M.AAM.C. will not be able to make supplies accord-

ing to their commitments. Therefore, B.S.L. will be better advised to seck
alternative sources of supply in orler or to ensure that their own construction
schedules do not get delaye on account of fallure of M.A.M.C.
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4.51. The Committee find from the information received from B.S.L.
that the position of the supply of cranes is very precarious. As against 210
cranes which were to be received in the first quarter of 1970 only 24 craucs
have been received/despatched. This is bound to effect adversely the
construction programme at the site,

4.52. The Committee would like that it be examined and reported to
the Commiittee whether orders for the supply of cranes were placed in time:
and if there were delays in placing of orders what were the reasons therefor.

4.53. The Committee would also like to be informed the reasons for
delays in deliveries by the suppliers and who are the suppliers who have
failed to honour their commitment of delivery.

4.54. The Committee find that the deliveries from the private sector
suppliers are also nat according to the schedule of delivery. B.S.L. has
generally explained that this is due to non-availability of steel and imported’
components, The BS.L. and the Ministry should ensure that the private
sector companies who are to supply equipment/material to B.S.L. get timely-
releases and the import licences as the case may be so that the programme:
of construction of Bokaro may not be held up.

D. Supply of refractories

4.55. Against a total requirement of about 198,000 tonnes of refrac-
tories for Stage I, it was originally estimated t> ‘procure 96 per cent of
the same from indigenous sources. Order was accordingly placed for
the requirement of refractories for three blast furnaces and four batteries
of coke ovens on various manufacturers in the country with definite
delivery schedule. However, the deliveries are most unsatisfactory and
far behind schedule.

4.56. Against a total tonnage of 162,888 ordered on indigenous sup-
pliers supplies, received till the end of January, 1970 were 13,003 tonnes;
against 4,791 tonnes originally ordered on USSR supplies received upto
the end of January, 1970 were 2,316 tonnes. Due to the failure of indi-
genous suppliers, an additional import of about 18,000 tonnes was ordered
from USSR in December, 1969, and import of a further quantity of 962
tonnes and 24,063 tonnes of refractories from USSR is also to be ordered
shortly. This was found inevitable in order to keep to the required
construction schedule.

4.57. The main reasons advanced by the Indian members for delay
in delivery are as follows:—

(a) strikes and lock-outs in the works;
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{b) non-availability of alloy steel moulds;
(c) freqncnt breakdown in the plant;
(d) stringent GOST specifications;

(e) too rigid visual inspection in regurd to iron spot (melt-outs)
hairline cracks, lamination, crizzles voices, pin holes, etc.

(f) non-availability of raw materials like superior grade keyspite
and fused alumijna,

4.58. The specifications adopted by Bokaro Steel Plant are stringent,
but the requirements of Bokaro in respect of temperature, pressures and
other factors are more stringent as compared to those of other steel plints
and therefore the specifications of the refractory will have to conform
to these requirements. Rigid inspection had to be resorted to because
the variations in the test results from sample to sample are too high. It
has becn the experience that there is a lack of control on the manufactur-
ing operation in some of the refractosy plants.

4.59. With a view to adhering to the present construction schedule
and easing the supply position of refractories the following steps have
been taken,

(a) A Committee under the Chairmanship of Director of Central
-Glass and Ceramic Research Institute Calcutta was appointed to see
‘whether the method of visual inspection could be streamlined. The re-
fractory manufacturers have been associated in the deliberations of this
Technical Committee. When the final recommendations are received,
a detailed inspection procedure based on the recommendations would
be issued. However, wherever technically feasible, specifications are relaxed

without compromising on the quality.

(b) The manufacturing process as well as the supply position of the
refractory manufacturers has been kept under constant review through
discussions with individual refractory plant managers as well as with the
Indian Refractory Makers Association.

4.60. In a mecting with the Indian Refractory Makers Association on
23rd December, 1969, Bokaro Steel Ltd. have obtained firm commitment
of suppliers from the refractory manufacturers.

4.61. The Committee were, however, informed by the representative of
Indian Refractory Makers Association that even since the Bokaro Steel
Plant was planned they had been asking for the specifications of refractories
that might be requircd angd the drawings of bricks to examine the shapes,
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sizes, etc. But these details were not made available till the last momment.
when the orders were going ta be placed. When these were ultimtel;y.made
available it was found that the specifications were much more stringent
than were being used hitherto by the other steel plants. As a result of
experiments, physical and chemical properties of bricks were achie‘.ted.
Before inviting tenders, a team of experts of Russian Collaborators visited:
the plants of various refractory makers to examine their capacity and capa-
bilities to manufacture various types of bricks required for Bokaro. At that
time they had occasion to examine the type of bricks being made in different.
plants for use in the HSL, Tatas and other Steel Plants. The Representative
of the Association also informed that “we were greatly surprised to know
that the Russian experts were not satisfied with the looks of the bricks. For
the first time we had that experience. German expert, no American expert,
no British expert-even discussed the looks of bricks. These bricks were
meant for constructing furnaces not for architectural building”. “All Che-
mical and physical properties were all . right and they were completely
satisfied. We were taken by surprise when the bricks were rejected on the.
ground of looks”.

Because of heavy rejections the effective capacity of the plants was.
reduced. The manufacturers required more time to supply the same quan-
tity of bricks due to higher rejections. These higher rejections, were because
of reasons which the manufacturers never anticipated and which even at
present they consider as unjustified. According to the representatives of
the Association they were quite confident that Indian bricks would com-
pare in quality with bricks manufactured anywhere in the world.

4.62. The Secretary of the Ministry however, stated during evidence
that in these matters the Bokaro management is necessarily to be guided
by the Russian advisers. They go on visual inspection as it is called.
They reject a comparatively substantial portion of these bricks on the:
ground that there are hair line cracks as they call it. It is very difficult for
the management to go against the expert advice of the designers’. The
Ministry had however appointed a Committee which included the Russian
experts also to see if to some extent the specifications could be modified.
On the recommendation of this Committee some changes in the specificat-
ions had been made. But they did not wish really to press the Russians:
too much on this point for the reason that if later on there was a refractory
failure the Russian’s might attribute it to the changes in specifications and
disown their responsibility in the matter.

4.63. In reply to a question the witness stated that “our feeling is that
with the exception of one or two, there is not much attempt on the part of
the refractory manufacturers either to set a high standard or to develop ré-
search in the field of manufacture”.
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4.64. The Committee pointed out that the Indian Refractory Manufac-
4urers Association had raised several other points like extremely short time
allowed for submission of tenders, and dalays in (i) finalisation of orders,
(ii) issue of techmical clarification, (iii) inspection for giving clearance for
bulk manufactures etc. The Secretary of the Ministry stated that I must
say we are very dissatisfied with the performance of the refractory owners as
also even the attempt they make with one or two exceptions. After having
submitted the tenders and after having accepted certain orders, it is no use
saying that the original tender time was mot enough. Our only remedy
to this—I do not know if it would be possible for the Government to accept
it—is to have the refractory capacity in the public sector and that we are
now proposing. A Technical Committee had been appointed with the
Senior Industrial Adviser of the Ministry as Chairman and they were once
again looking into this matter.

4.65. The Committce have noted with distress the supply position of
refractories. We bave now long experience in the manufacture of refrac-
tories requircd by the Steel Plants. The decision to make India self-
sufficient in regard to refractories was taken long ago. They regret to
notc that for our fourth steel plant we had to depend upon imports of
refractories for 46,854 tonnes against the total requirement of 198,000
tonnes for Bokaro’s first stage, i.c., for about 24 per cent of the total
requirements although originally it was estimated that 96 per cent of the
refractories will be procured from indigenous sources.

The main point that has been urged fo justify import of refraciories is
that the stringent specifications required for Bokaro could not be met
from indigenous supplies. The Committee feel that these specifications
were known from the very date the decision was taken to build Bokara.
Tt is evidently a failure of proper planning in time and lack of fore-thought
on the part of BSL and of initiating action early emough to get the
strinpent specifications refractories manufactured in Indie, that has resuited
‘in thelr importation, Refractory is not to be used once but has to be
replaced periodically. Therefore, their manufacture in India according to
the specifications is a must in the long ran. If action was initiated in
years 1965-66 for their manufacture there is no reason why they coald
ot have been manufactured in India according to the specifications.

4.66. The Indian Refractory Makers Association have represented
that they were not apprised of the specifications and quantity of refrac-
‘tories required sufficiently in advance. They were told about the specifi-
-cations only at the time of inviting tenders. BSL ought to have conduct-
ed a survey of the manufacturing capacities and the competence the re-
Uractory manufacturers quite early enough 1966-67 in order that the meces-
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__sary remedial actions could be taken to ensure timely supplies of requisite
quantity and quality.

4.67. India has enough experience and expertise in the manufacture
of refractories which industry has now been in existence for a large pum-
ber ©f years. The total dependence upon Russian expert advice eveu in
the ymatter of refractories does not speak well of our long standing m this
industry and also of our experience in the steel industry. The Commitice
would h:ave beter appreciated if we had depended on our own steel ex-
perts in the matter of rejections or acceptance of refractories. The
Committee (Jeprecate this tendency to blame the foreign collaborators for
our own fan}u'es and shortcomings.

4.68. The;, Committee would also like that the department/Ministry
concerned des 'ling with refractory industry should take note of the comp-
faints and the uibservaﬁons made by the BSL in the matter of certain short-
comings and failures on the part of the refractory manufacturers. The
technical wing,. of the concerned Ministry should appoint a committee to
look into fhurcse matters to focos the weaknesses and to take necessary re-
medial p.aeasures so that the needs of the steel industry is fully and ade-
quafelery met through indigenous sources of supply.

4.69. The Committee were informed that due to the failures of the
Indian refractory Manufacturers to meet the demands of Bokaro, the
Government was considering of putting up a refractory plant in the pablic
sector. The Committee do not understand why this was not considered
early enough to obviate imports. On the other hand, the Indian Refractory

%ers Association represented to the Committee that the industry has
adequate total installed capacity to meet the requirements of the steel
industry based on the present pattern of demand for different qualities.
All that they want is that operational and constructional requirements
should be planned well in advance to enable them to organise production.
The Committee feel that before the Government takes a decision {o put
up a refractory unit in the public sector, a proper enquiry must be made
about the existing surplus capacity and the technical competency of the
existing units and only after making a thorough study of the economics of
the project they should go in for a refractory project in the public sector.
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ORGANISATION AND PERSONNEL

A. Bosrd of Directors

5.1. Section 95 of Memorandum of Association of Bokaro Siteel Ltd.,
provides that the number of Directors shall not be less than thate nor more
than twelve. Section 96(b) ibid. also provides that the Pyresident may
from time to time appoint a Chairman and Deputy Chairman ¢of the Board
of Directors and one or more Managing Directors from among the members
of the Board.

5.2. The Board of Directors of the Company at presesit consisted of
the following eight members including the Chairman and tHh Managing
Director till 31st December, 1969.

1. Shri N. N. Wanchoo, Chairman

2. Shri N, M. Wagle

3. Shri K. Sreenivasun

4. Dr. A, K. Bosc

5. Shri J. C. Luther

6. Shri N. R. Reddy

7. Shri S. N. Singh

8. Shri M. Sondhi, Managing Director.

5.3. Tt had however been reconstituted with effect rom 1st January,
1970 as follows:

1. Shri M. Sondhi, Chairman-cum-Managing Director*

Directors

2. C, Chellapeti Rao, Chairman, Heavy Engineering Corpn.

3. Shri R. P. Billimoria, Director (Hindustan Steel Ltd.)

4. Shri B. Appa Rao, Technical Adviser, Hindustan Steel Ltd.

e Appaintel 8 Chairmen cum-Managing Director from 26th February, 1070,
56
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5. Shri S. S. Mukherjee, General Manager,* South-Eastern Rail-
way, Calcutta.

6. Shri V. V. Ramanadham*, Director, Institute of Public Enter-
prises, Hyderabad.

7. Shri N. R. Reddy, Joint Secretary, Ministry of Finance.

8. Shri S. N. Singh, Chief Secretary, Government of Bihar.

9. Shri J. C. Luther, Director, Ministry of Steel and Heavy Engi-
neering.

10. Shri N. M. Wagle, Non-official.

Attendance of Board of Directors

5.4. During the last four years 1964-65 to 1969-70, 48 meetings of the
Board of Directors of the Company were held A statement showing the
number of meetings attended by each Director year-wise is given in Appen-
dix 1. It was noticed that out of three non-official Directors, one Director
was Director of 24 other private companies and another was on the Board
of six other private companies. These Directors hardly attended 50 per
cent of the meetings of the Board.

5.5. During evidence, the Committee enquired as to that were the factors
that were kept in view in appointment of Directors. The Secretary of the
Ministry stated that “I suppose the factor is to have persons of standing
who have experience of number of industries and therefore their advice
is regarded to be very valuable.” He, however, agreed that a person
appointed on the Board of Directors must have time to attend the meetings
of the Board.

5.6. In this connection, the Committee find that in their 14th Report
on Heavy Engineering Corporation, the Committee had observed as
follows: —

“The Committee, however, note that some of the Directors have
continued to be on the Board of Directors of the Corporation
for the last three years although they had not been attending

- majority of the meetings of Board. The success of any under-
' taking largely depends on the interest taken by the Board of
Directors. The Committee, therefore, recommended that at
the time of reappointment of the Directors each year, only those
who have shown interest in the affairg of the Company should

be considered for re-appointment.”

¢*Appoirted as Director on 8-1-70.
900 LS—5
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5.7. In their reply, Governmment had stated as follows:

“Government accept the view that members of Board of Public Entes-
prises should be regular in their attendance of Board Mectings and should
take interest in the affairs of the enterprises of which they are Directors.
A sample survey is being conducted to ascertain the regularity of attend-
ance of Board members in public enterpriszs.

One of the reasons why some of the Board members, particularly
Government officials who have been put in the Board; of Public Enter-
prises, arc not very regular in their attendance is that thcy are members of
too many Boards and they cannot do justice to all the Boards of which
they are members. In order to climinate this difficulty, Government have
decided that Government officials should normally serve as part time
Directors in not more than two Boards. As regards non-official Directors
also Government have decided that those who have not been regular in
attending Board Mectings or have not shown interest in the affairs of the
enterprises of which they have been Directors should not be retained as
Directors at the time of reconstitution of the Board.

The whole policy regarding selection of right persons to serve as part-
time Directors in Public Enterprises is under review at the moment.”

5.8. The Committee are surprised to note that although we have spemt
nearly Rs, 3500 crores on public enterprises and even after a lapse of 20
years, the Government have not yet evolved a clear concept about the con-
stitution and composition of the Board of Directors for public enterprises.
The Government have said that “the whole policy regarding the selection of
right persons to serve as a part time directors in the public eaterprises is
under the review at the moment.” To a auestion as to what are the fac-
tors that are kept in view for the appointment of Board of Directors, the
&MMMMMMﬂﬂehequwtm

factor is to Nave persoms of standing whio have experience of a number of
industrics and therefore their advice is regarded to very valuable.”

8.9. The Commmittiee cousider that fhe Board of Directors of a project
of thie dimensions of Bokare should inclede a team of functional Directors,
which team way Be jointly held responsible for the proper execution of
the peojoct. TIGI,&NM‘CIIMMME&N‘W-
thndl temm inctaded M the Doard of Direciors so that the Government
does not get st the lovsc-enil whicnever the Chiet Executive of the project
(Masaging Director and/or Chalrwan) retires or resigns.

5.10. There is still another clediiony in the comstitution and functioning
of the top mansgement Hke the Board of Directors which is mow being
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increasingly adopted snd that is Gt the fusctions! Directors operate as
A constelistion, i.c., as 3 closely integrated and a knit team,

The Board of Directors should be so constituted that if the top man goes
for any reason, a person from within the project, who has the necessary
experience and background of the project and who is conversant with the
problems immediately steps in to take the place. In a project of the
dimension of Bokaro to import a new man whenever g vacant occurs will
always result in set backs because the new incumbent will take his own
time to get familiarised with the problems.

5.11. The Committee find that the Board of Directors of Bokaro,
whcther the present one or the previous one, were constituted of directors
who may be called ‘birds of passage.” Excepting the Managing Director
none of them has got responsibilities of execution and the career of none
of them is dependent upon the success or the failure of the Bokaro, The
Committee consider that the concepts of (i) making the fortunes (career)
of Directors fully identified with the failure of success of a project (ii) in-
cluding in the Board a team of the top functionaries at the project instead
of havnig only the Managing Director and (iii) importing an element of
heirarchy in that functional team should be properly examined and given
effect to in the constitution of the Board of Directors for public

enterprises,

5.12. As regards non-official element in the Board of Directors, the
Committee find that their number was three in the previous Board out of
a total of eight which has now been reduced to one in the existing board of
10 directors. The Committee feel that it is useful to have non-officials on
the Board but only one such director is not sufficient.

The Memorandum of Association provides that the maximuom of direc-
tors of the Board would be twelve. The Committee feels that it will be
useful to have at least fairly good proportion of the members of the Board
from among non-officials.

5.13. The Committee are not happy at the selection of the non-official
diréctors firstly purely from the angle that they have not been taking
interest in the affafrs of the Company as is evident from the fact that the
two non-official directors (Shri N. M. Wagle and Shri K. Sreenivasan)
attended only about 50 per cent of the meetings during the last three years.
One of them Shri Wagle appears to be a professional directors being an
the board of 24 companies. It is also understood that he fs retired member
of the Indian Civil Service. The Government will do better if they give
more thought to the selection of the non-official directors and make sure
that only such persons are nominated who have the time to take intcrest
in the affairs of the Company and who have really g wide sweep of expe-



5.14. The Memorandum/ Article of Associaton of Bokaro Steel Limit-
ed may be sultably amended to provide that any director who has absented
himeel! for more tham two consecutive meetings withont taking leave of
sbsence ceases to be a member of the Board.

B. Appointment of Chairman

3.15. Shri N, N. Wanchoo, Seccretary of the Ministry of Iron and
Steel was appointed as Chairman, Bokaro Steel Ltd. on 4th February. 1964.
Shri Wanchoo ceased to be the Secretary of the Ministry of Iron & Steel
from 1st August, 1966 when he was appointed as Secretary of the Ministry
of Industrial Development & Company Affairs. Hc continued as Chair-
man uptill 25th February, 1970, ie. till his retirement from civil service
when Shri M. Sondhi was appointed as Chairman-cum-Managing Directos
of Bokaro Steel Ltd.

5.16. Government decided in November, 1961 that ‘no Secretary of
Ministry/Department shall be a member of awy Board. The practice of
appointing the Secretaries of the Ministries even as members of a Board
what to say as Chairman of a Board of a Public Undertaking is also con-
tract to the rccommendation of Estimates Committee. In their 52nd Re-
port of the Estimates Committee (1963-64) had obtserved as follows:—

“The Committee have expressed themselves clearly on many occa-
sions about the inadvisability of the practice of associating
senior secretariat official with thé Boards of Directors of
Public Undertakings. They have pointed out that (i) the
practice leads to blurring of responsibilitics of the Secrctary
of the Ministry who has to advise the Minister on matters of
policy while at the same time, as the Members of the Board,
has to share responsibility for the exccution of those policics
and;

(i) It is not possible for such an official to give efficient attention
to the affairs of the undertakings in addition to performing his
normal duties. The Committee would like to add that decisions
at the Board meetings are arrived at by concensus of opinion.
It may well happen that.if the Secretary is out-voted, he can
be embarassed if he was to fight the recommendations before
his Minister.
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The Committee do not understand why the Secretaries or Addition-
al Secretaries have been appointed a Chairman in six under-
takings some of which were set up as far as back as 1950. It
is unfortunate that this arrangement is being continued despite
Governments decision against it. Once a decision is arrived
at and communicated to the Parliament, the Parliament expects
that it would be acted upon”.

5.17. In their 23rd Report, (1965-66) the Committee on Public
Undertakings also deprecated the practice of appointing Secretary as Chair-
man of a Corporation. The Administrative Reforms Commission also
trecommended in their Report on Public Undertakings in October, 1967 as
follows: '

“No Officer of a Ministry should be made Chairman of a Public
Undertaking nor should the Secretary of a Ministry be includ-
ed in its board of management”.

5.18. The Government accepted the above recommendations but de-
cided that the restriction about Secretaries to Government not being includ-
ed in thc Board of Management should apply only to industrial and com-
mercial Undertakings.

5.19. The Committec enquired during evidence as to why the Secre-
tary of a Ministry was appointed Chairman of Bokaro Steel and continued
to be so, inspite of the Governments decision agzinst such appointment
and in violation of the recommendation of Parliamcntary Committees.
The Chairman, B .S. L. stated as at the time of evidence in August, 1969,
as follows:—

“In the Steel Ministry when I was Secretary and the Bokaro Steel
Board was being constituted it was felt that sincc in the initial
stages the main work was of negotiating agreements with the
foreign Governments namely, the U.S.S.R. Government, we
would have an advantage if the Government officer negotiated
the agreements rather than a non-Government person. There-
fore, a special order of the Government was passed that the
then Secretary of the Steel Ministry, which 1 happened
to be myself, should also be a Chairman of the
Board of Directors (of BSL) particularly to facilitate nego-
tiations and singing of contracts with foreign Governments,
The whole idea of combining these responsibilties wag that
if the Chairman of the Corporation carries on detailed nego-
tiations with foreign Governments and if altimately some sort
of Government sanction has to be obtained then it becomes
extremely difficult for the Government of India to make any
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alternations at a later stage to what the Chairman of the
Cogporation may have agreed 10. It was understood that this
appointment was to be of a temporary naturc and was to ter-

minate as soon as the major contracts wita the foreign Govern-

cents (which was a sign for the combination of the appoint-
ment) have been signed. These major contracts were signed
by 1966 and thereupon, since I was aware of the circumstances.
in which I had been specially appointed to be Chairman of
Bokaro Steel Ltd., I submitted my resignation to the Government
from the Chairmanship of the Bokaro Stecl Ltd. Shortly
after that I was transferred to the Ministry of Industry.
Even when 1 was in the Ministry of Industry I had repeatedly
submitted my resignation from the Chairmanship of the Board
of Bokaro to the Government as lately as October and Novem-
ber last and again | submitted my resignation in writing. 1
had spoken several times to the Ministers concerned to relieve
me of Chairmanship because I feel that way. Why Govern-
ment did not accept my resignation, I am afraid, I am not
in a position to say. All that I can say is that at least a
dozen times I had spoken to the Szcretaries of the Ministry
concerncd and Ministries concerned asking them, pressing
them to relieve me of this particular post. I cannot do more
than that, After all I am a Government officer and if 1 am
asked to continue I cannot say, I refuse to conmtinue”.

5.20 As rogards the reasons for not accepting the resignation, and:
the effect on work of the Company due to combination of the two posts,
the Chairman, BS.L, stated as follows: —

“As regards, the recasons for not accepting my resignation, I am

afraid no special reasons were given to mc. I was just asked
to continue and I continued. As regards the effect on work,
my view is that while in the carlier stages of a project when
pegotiations with a foreign Government are carried on, wv
save a great deal of time by combining the duties, but this
arrangement should always be a temporary thing and this
should bc abandoned as soon as the principal contract agree-
ments with the foreign Governments are signed. This was in.
fact the reason for appointing me as the Chairman of Bokaro
and at that stage combination vias vseful and justificd. Beyond:
that 1 do not think there is any advantage. In fact there is a
disadvantage of the Secretary conmtinuing as Chairman. As
regards adverse effect, my feeling is that I tried to do the best:
under adverse circumstances. Though I had lot of other work.
I have tried to minimise the adversc effect with the comhina-
tion of duties™.
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“] have been devoting a great deal of time sometimes to the detri-
ment of my other duties. If there are two important charges
one has to fulfil then things become very difficult and to that
extent this has meant terrific strain on me. In principle it
could have been better to appoint as Chairman some body who
has less burden than I have”.

5.21. The Committee also enquired from the present Secretary of the
Ministry of Steel and Heavy Engineering as to why Shri N, N. Wanchoo
continued to be the Chairman of Bokaro Stecl Ltd. He stated as follows:—

“All that I can say is that Government have been—I can at least
say from my own experience of scveral Departments—-trying
and thinking of finding a suitable successor. But the difficulty
bas always been that at a time when thc work at Bokaro has
been gathering momentum it is cxtremely difficult to find a
person who would bave anything like the same experience,
knowledge and competence which Mr. Wanchoo has had
among other reasons for his long association with this project.

We also felt, if 1 may say so, ] am not saying in extenuation of
something which has been done against the recommendation
\ of the Estimates Committee, one of the basic reasons why it
! has been decided in principle that Government should not
: appoint Secretaries and Addl, Secretaries as Chairman or
y Directors is that Secretary of a Ministry or Addl. Secretary
an officer is principal Adviser of the Minister and therefore it
is embarassing and wrong in principle that he should have to
advise the Minister on hig work. He is responsible to the
Ministry on behalf of the public undertaking and he has to
advise the Minister as to the performance of that public under-
taking. These two functions cannot be combined. It causes
embarassment and that I think is the basic reason why
this decision in principle bas been accepted. In this
case, this basic principle has not been infringed because
Mr. Wanchoo is Secretary in another Ministry and had no
part in advising the Minister for Steel in judgirg the perform-
ance. So my only reason for mentioning this ground is that
though Government has not been able to implement so far
this decision of the Estimates Committee, and that of course,
is certainly a matter for criticism and we will do our best to
implement but perhaps the basic reason on which this accepted
principle is based has not been infringed because Mr. Wanchoo
is not the Secretary of the sam¢ Ministry to which this under-
o taking belongs. '
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5.22. Asked whether there was any evidence of efforts made by the
Miristry during the last five years to find a substitute, the Secretary of the
Ministrv stated that:

“It will be difficult for me to give you any sort of written evidence
of the efforts. To the best of my knowledge there is little
cvidence. These things are normally not noted upon. I do
not think I will be able to discover any written evidence in
this dircction but as I said I am speaking from my own expe-
rience. For the last 8 or 9 monthy we have been thinking on
this matter because Mr, Waachoo has himself been writing to
us for being relicved. We have been  finding it extremely
difficult to find a successor. Obvicusly the successor should
bc a man of stature and senionty to carry weight because of the
fact that very senior and tecimical and other personnel are
working there”. '

5.23. The Committee regre: to note that the Secretary of the Ministry
of Iron and Steel was appointed as the Chalrman of B.S.L. on 4th February,
1964 contrary to the decision of the Government taken as ecarly as
November, 1961 that “no Secretary of the Ministry/ Department shall be &
member of any Board”, and in disregard to the recommendations of the
Estimates Committee (referred in para 5.16) and accepted by the Govern-
ment. The Committce do not agree with the explamations offered by the
Chairman of BS.L, (referred to in paragraph 5.19) justifying the appoint-
ment of the Secretary as Chairman of BS.L. The Committee are of the
view that by combining the two posts in one person namely that of the
Secretaryship of the Ministry and the Chairmanship i the Board of Direc-
tors the Government were denied of an independent review of the whole
ncgotiations and agreements between B.S.L. and the Soviet collaborators.
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Public Undertakings, and also in utter disregard of the interest of the
B.S.L. itself, Government comtinued to have Shri N. N. Wanchoo as the
Chairman of B.S.L. while he was also the Secretary of the Ministry of
Industry Development and Company Affairs. Even Shri Wanchoo told
the Committee that he was dissatisfied with this arrangement of daal res-
ponsibility—Secretary of the Ministry of Industrial Development and
Company Affairs and the Chairman of BS.L. He was frank enought to
state before the Committee “in fact there is disadvantage of the Secretary
continuing as Chairman. As regards adverse effects, my feeling is that
I tried to do the best under adverse circumstances. Though I had lot of
other work, I had tried to minimise the adverse effects with the combina-
tion of duties. ......... In principle it would have been better to appoint
a Chairman some body who had less burden than I have.”

5.25. Shri Wanchoo thus admitted that one or the other duties assigned
to him did suffer, This fact should largely explain the lack of proper
supervision and coordination and delay in decision making in many vital
matters which has resulted in delayed construction and loss of money,

5.26. Shri Wanchoo stated before the Committee that he submitted
his resignation from the Chairmanship of BSL not once but several times
and he pleaded to the relieved. The Committee are surprised that the
Ministry could not find a suitable incumbent for this post as stated by
the present Secretary of the Ministry of Steel and Heavy Engineering
for the last § years. The least the Committee could say is that this does
not speak well of our eamestness and efficiency if Government could not
find a suitable incumbent for this post in 5 years time and Shri Wanchoo
was relieved only when he retired from service,

5.27. The Committee do not agree with the plea advanced by the
Secretary of the Ministry of Steel and Heay Engineering when he says
that on Mr. Wanchoo’s transfer from the Ministry of Iron and Steel to the
Ministry of Industrial Development and Company Affairs, the spirit of
the Estimates Committee’s recommendations was fulfilled and the basic
principle had not been infringed becanse Shri Wanchoo is Secretary in
another Ministry and had no part in advising the Minister for Steel in
judging the performance of Bokaro. The Secretary has missed the other
important principle enunciated by the Estimates Committee at paragraph
5.16(ji) wherein it is stated “it is not possible for such an official to give
efficient attention to the affairs of the undertaking is addition to perform-
ing his normal duties.” Shri Wanchoo has conceded this point of view
from his own experience when he stated the work under his charge did
suffer. The Committee feel that if the Secretary of the Ministry of Steel
felt that he could not relieve Shri Wanchoo from the Chairmanship of
the B.S.L. on account of his vast experience and knowledge and long stand-
ing his mormal duties.” Shri Wanchoo has conceded this point of view
relieve him from the Secretaryship of the Ministry of Industrial Develop-



%56
mummhumdummam
st the peuject. .

C. Stafl strength.

5.28. The first assessment of the manpower requirement for B.S.L. was
made in the preliminary project report on Bokaro Steel Plant prepared by
M/s. M. N. Destur Co. in 1959. They cstimated the requirement of man-
power for Works Department at 12,174 for a plant with a capacity of 2
million tonnes per annum. This was, however, only indicative and was
intended {or preparation of an estimate of the labour component of the
operating costs. Dasturco in their D.P.R, submitted in July, 1969 estimated
the requirement of manpower at 9,303 for stage I of 1.5 million tonne per
annum capacity. This was also based on only a preliminary study. They*
hag stated that the standard force of each department would have to be
fixed on the basis of systematic industrial engineering studies, taking into
account the details of equipment, layout, material handling, instrumentation
and automation, as finalised. The Soviet D.P.R. for 1.7 million tonne
stage 1 estimated the requirement of manpower for Works Departments at
13.100 and that for Stage 11 19,240. This report contained only the job
titles and the number of men required for cach job. For the recruitment
and training of personnel, the detailed manning lists had to be worked out
after categorisation of departments, managerial and supervisory positions,
workers wage classification, identification of job requirement and the speci-
fications of qualification and experience level for each position. This work
was done by the works study Department of Bokaro Steel Plant.

5.29. The report of works study Department was reviewed by a Man-
power Committee consisting of the Director, Institute of Applied Man-
power Research, a representative of Dasturco and the work study Manager
of Bokaro Steel Plant. The Report of manpower Committee was received
in December, 1967. It estimated the number of employees for Works
Department at 13,600. for stage I. The Manpower Committee did not
estimate the manpower requirements for stage II. This Report was ac-
cepted in April, 1968 as a working basis for planning future recruiiment
and training of personnel.

5.30. The following table gives the staff strength (category-wise)
during the last five years:

Ason Ason Ason As on As on
31-12-65 3I-I12-66 3IX-13-67 31-12-68 31-12-69

Managerial . . . 30 36 39 57 s8
Supervisory . . . . 140 ns 267 450 528
Skilled, semi-skilled, unskilled

Office endotherstaff . . 552 2013 2782 3967 4306

Toraa . . a2z 264 3083 4474 492
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5.31. As regards the steps taken to ensure that there was no ovcre
staffing the Committee were informed that the proposal for additional staff’
are initiated by the Heads of Departments concerned and then examine
by the Work Stedy Department. The recommendations of the Work
Study Department and comments of the Finance are taken into considera-
uon br the Managing Director before sanctioning creation of posts for:
additional staff. All appointments are sanctioned personally by the Manag-
ing Director. To exercise strict control, powers have not been delegated:
to any other officer in this regard.

Report of Staff Inspection Unit

5.32. The Management of Bokaro Stecl Plant Ltd. invited the staff
inspection unit (S.I.U.) of the Ministry of Finance in February, 1968 to
make a study mainly of non-technical departments. The Committee were:
informed that it was felt that study by an independent and specialised
organisation like Staff Inspection Unit would be useful to suggest norms:
and requirements of staff. The pressing problem of the Company at that:
time was ‘determination of the existing work load and the justification for-
the staff together with the projected need of persennel during the cons--
truction stage.

5.33. The Committee were informed that the method of study
adopted by S.I.U. was as follows:—

“Information was obtained from the Management regarding the.
structure and functions of the organisation, staffing pattern.
of the constituent units, task assigned to each of hem to-
gether with the relative work schedule etc. Discussions were
held thereafter with the Heads of Departments and other
officers to ascertain the basis on which the staff had been
sanctioned and deployed. In many cases, the strength of staff
had been fixed on the recommendations of the Work Study
Department of the Company. In all such cases, the require-
ments of manpower for the existing workloads was assessed
with reference to the norms recommended by the Work Study
Department after obtaining clarification wherever necessary
from the Workstudy Officers. In other cases, where workstudy
had not been conducted, assessment of the existing workloads
and the manpower requirement therefor was made by
discussion with the Departmental Officers.

A comparative study of the staff of the Civil Engineering Depart-
ment of Bokaro Steel Ltd, and the staff employed for the
same purpose by Hindustan Steel Works Construction Ltd.
was made by obtaining relevant data from the latter.. A
similar comparative study was made with respect to the
Medical Department. Some members of the team visited :
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the headquarters of the Hindustan Steel Ltd. at Ranchi to
escertain the norms adopted by them for staffing of the steel
plants at Rourkela, Bhilai and Durgapur. Discussions were
also held with the Chief Engincer, Hindustan Steelworks
Construction Ltd., Director, Bureau of Public Enterprises and
Adviser (Production), Bureau of Public Enterprises”,

5.34. The S..U. submitted its report in October, 1968. In their
Report, the S.1.U. pointed out inter-alia that “The study has revealed that
there were pockets of idle or spare capacity in most, if not all of the
Departments of the Company. There is obvious duplication and over-
lapping of functions between BSL and HSCL in the matter of supervision
over civil engincering work. BSL has more staff for supervising the work of
BSCL than the latter has engaged for supervision over the execution of
the same work by several contractors. The existing workload for main-
tenance of Township does no justify a full fledged maintenance division.
The number of staff employed is far in excess of the number of complaints
attended to”,

5.35. The Committec find that the management of itself invited the
stafl inspection wnit to undertake a study of staffing of the Company as it
was felt that a study by an independent and specialised orgamisation Jike
S.LU. would be useful to suggest norms and standards for assessment of
workload and the requirement of staff. Consequently, the Committee sre
surprised over the statement by the Secretary of the Ministry and of the
Managing Director of BS.L. that S.I.U. were not competent and ex-
perience enough to do the job and therefore they were umable to accept
and implement the recommendations of S.L.U. The realisation about the
competence of S.LU. has comc to them after the Report was finalised and
submitted and when they have found that S.1.U. have adversely commented
upon the stafl strength and pattern. The Committee do not agree with
the view that such a review was not necessary’ during the formative stages
of a project by an independent authority.’ On the other hand the Com-
mittee feel that there should be a proper review regarding the employment
of staff/workers in all categories by an independent and qualified indus-
trial management expert in order to determine that there is proper utilisa-

tion of the working force and there is no overstaffing at any point so that
the construction could be completed both economically and efficiently.
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FINANCIAL MATTERS

A. Capital Structure

6.1. The authorised capital of Bokaro Steel Ltd. is Rs. 33,50 million.
The total capital at the end of the year 1968-69 was Rs. 2029.9 million
(including Rs. 350 million against which shares were pending allotment by
the Company as on 31st March, 1969). During 1969-70, Government
further invested an amount of Rs, 1096.1 million till the end of 31st
December, 1969 raising the total share capita] to Rs. 3,126 million.

6.2. The total expenditure incurred by the Company on 1st stage of
Bokaro Steel Plant till 31st December, 1969 was Rs. 3057.069 million.

B. Profitability

6.3. The D.P.R. prepared by the Soviet Consultants indicated the
foltowing estimates of cost of production at full development i.e. 4 millior
tonnes stage.

In Rup:ze

[tonne

O] Blast Furnace coke . . . . . . . . 86
@) Fluxed Sinter . . . . . . . . . 44
(i)  BasicIron . . . . . . . . . 151
(v)  Foundary Iron . . . . . . . . . 163
(v)  Steel Ingots . . . . . . . . . 224
(vi) Slabs . . . . . . . . . . 261
(vii)  Coils from hot strip mill . . . . . . . 295
(osii)  Hot rolled coils and sheets . . o . . . . 4S5
(ix)  Cold rolled coils and sheets . . . . . ‘ . 437
(x) Galvanised plate corrugated sheets . . . . N . 618

6.4. The Committee were informed that the figures indicated above for
the BSL cost at the 4 million stage were not quite realistic as they did not
contain (i) interest on capital, (ii) cost of off-site facilities, (iii) cost of
design engineering, technical supervision and administration during cons-
truction, and (iv) customs duty, taxes, etc. Moreover, these figures were
based on raw materials prices prevailing in the year 1964. Since then,
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the price of the two principal raw materials, viz., iron ore and coal have
gone up very appreciably.

Further, consequent to devaluation ,the cost of the plant had increased
bringing a heavier burden of depreciation charges and other fixed expenses
like interest on capital on the cost of production.

6.5. During evidence, the Secretary of the Ministry stated that the
present estimates for cost of production for different products at stages 1
and I and the comparative figures for Rourkela Steel Plant (1967-68)

were as follows:—

(Price Rs.per tonnehd
Rourkela Bokaro 4 millon
1.7tonne tonne

stage stage
Pig iron (Foundary Grade) . . . . 242 379 277
Steelingots . . . . . . . 394 629 424
Hot rolled sheets and coils . . . 528 860 586
“Cold rolled sheets and coils . . . . . 616 1100 743

6.6. It will be secen from the above that even at 4 million tonne stage
the estimated cost of production for different products was higher than
the cost of production of similar products in Rourkela Steel Plant.

6.7. As to the reasons for high cost of production, the Committee
were informed that the first stage of the project provided for built-in
capacity, especially in Steel Rolling Mills, which is considered relatively a
sophisticated item. The capacity of the Rolling Mills is 5.5 million tonnes.
In the layout, provision has also been made for setting up additional Con-
-verters in the Steel Melting Shops No. 1 and 2 for setting up other match-
ing facilities to raise the capacity of the project ultimately to 5:5 million
tonnes. In view of the in-built capacities envisaged in the first stage it-
self, the capital oost of the project is high. The project, therefore, will
not be economically viable at the 1.7 milltsn tonne stage. Tt is, however,
expected that on attainment of the ultimate capacity, the cost of the end-
products will bear comparison with the other steel plants producing similar
‘products.

6.8. It was also stated that as Rourkela Steel Plant was built five years
ago, the Capital Cost was less in Rourkela as compared to Bokaro Steel
Plant. The Capital cost per tonne of steel in Rourkela was Rs. 2160 as
against Rs. 4,000 and Rs. 2,474 in Bokaro Steel Plant for 1st and 2nd

stage respectively.
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6.9. In this connection, the Committec were informed that because of
high cost of production in the st stage the annual loss suffered by the
Bokaro Steel Plant would be about Rs, 20 crores per annum. Even if it
is decided to take up the expansion programme as a continuous process
from 1st stage, the Joss suffered would be Rs, 80 crores as it would take
about 4 years to reach the four million tonne stage. The Plant manage-
ment had been pleading with the Government to allow further expansion
to cut down these losses. They had provided Rs. 122 crores in Fourth
Five Year Plan for the expansion of Bokaro Stee] Plant. But this would
help the plant to achieve a capacity of 2.5 million tonnes only. The
Plant will make a prefit only when it reaches four million tonne stage.

6.10. The Committee enquired whether at the time of taking a deci-
sion to go in for only 1.7 milion tonne production in 1st stage, it was
envisaged by Government that they would incur such huge loss in the
1st stage. The Secretary of the Ministry stated that they always knew
that 1.7 million stage would have a fairly substantial loss. It was only a
phasing in the construction matter because of the strain both on our
physical and financial resources. Even if they had from the beginning
talked of 4 million stage there would still have to be some phasing. The
building up had to be gradual in any case. He did not think it would
have made very much difference.

6.11. The Committee also enquired whether it would not have bSeen
better to set up a plant of smaller capacity so that the loss due to idle
capacity and heavy iavestment could be cut down. The Chairman, BSL
stated during evidence as follows:—

“The trouble is nce you have smaller size, you do not have
economies. Economies result in having minimum size of 4
million tons plant. We were advised by the Chief Soviet
expert on steel that from the point of view of economies as
well as position, optimum size of steel plant is 5-6 million
tons.”

“Nevertheless left to myself, I am a believer in conservatism, 1
would select a smaller plant. But I must however, fall in
line, whatever is the tendency all over the world. Here we
have not developed sufficient experience just to run huge plant
and probably 1 million may be economical. Even for struc-
tura] plant you should have 2 million. It s purely my
opinion and not experts. Al] experts are against me. They
want 4 milion tons.” ’

~ 6.12..The Committee find that in order to take advantage of the ecoro-
mics of the large scale production, the Government decided to have a steel
plant at Bokaro with a capacity of 4 million tonmes. However, they decid-
ed to put up this capacity in two stages and stage one was of the capacity
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1.7 million tounes. The Committee were very much perturbed to find
the benefits of the scale of production will not be available to the
country even at 4 million tonneg production. From the comparison of
cost of production as shown in paragraph 6.5 of the Report it will be seen
that the cost of production per tonme in all categories of the final products
st 4 million tonnes stage Is higher than the cost of those items produccd by
Rourkela whose capacity is only 1.8 million tonmes. Thus, the Committ:e
Is unable to find what advantage accrues to the Nation by imstalling a big
capacity unit? The ultimate criteria in deciding the size of the unit could
only be the cost of production per tonne. If these comparative prices
given are correct then the Committee feel there Is no justification in baving
2 4 million tonnes capacity plant in Bokaro. The Committee feel that
the economles of scale at Bokaro should compensate even a slightly
higher capital investment per tonme of installed capacity. The Comunittee,
therefore, strongly recommend that g proper and a thorough techno-ecoro-
mic study should be immediately made with a view to remedy the situation
so that the Nation could have full advantage of the scale of production and
get steel at cost comparable to Rourkelas if not lower.* This techno-
economic study should be made by fully qualified techmical men and econo-
mists avaflable in the country whether in Government and Public Secter
or Private Sector or outside. The Government should also not feel shy to
take the advice wherever it may be available whether imside the country
or oatside the country in order to improve the techmology and economics
of the Bokaro Project.

E&.

¢ Atthe stl?c of fastual verification, the Ministry furnished the following figures of
the cost of production at Rourkela Steel Plant for the year 1968-69:—

Rs. pertonne
[ ]

Pig Iron . . 147°53
Steel ingots . . . . 411-15
Y.R. Coils . . . . 647:63
H.R. Sheets . 701-24
C.R. Sheets . . . . . . . . . . I1,111-93

The Committee have noted that the cost of production at Rourkela
has gone up as compared to the cost of production in the year 1967-68
which cost of production of Rourkela has been quoted in para 6.5; page
127. The estimated cost at 4 million tonne stage of Bokaro as given by
the Ministry/BSL is reproduced in the same para 6.5. For a proper com-
parison of the estimated cost of production at 4 million ton stage at Bokaro
with the production cost figures of Rourkela during the year 1968-69, the
estimated cost of Bokaro need also be revised basing the raw material and
other costs at the same figure as have gone into the cost estimates of
Rourkela in the year 1968-69. The Committee would like the Ministry/
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BSL to make such a comparative statement, for a proper comparison of
cost at Rourkela with the estimated cost of Bokaro at 4 million ton stage,
and submit to the Committee.

6.13. The Committee have also noted that the Steel rolling mill size at
Bokaro has built in capacity for going up to 5.5 million tonnes. This built
in capacity should not be put forward another excuse for not having Bokaro
in the second stage as a viable commercial unit.

6.14. The Committee have been told that stage one ie., 1.7 million
tonnes production stage will never be viable umit and B.S.L. will continue
to incur loss on this stage of production on account of built in .capacity
with a capital cost of Rs. 4,000 per tonne on the basis of Rs. 670 crores
estimate,. The Committee are perturbed to learn that BSL will continue
to loss Rs. 20 crores per annum during the first stage of production till
it reaches 4 million tonnes production. Even if a decision is taken to go
in for 4 million tonnes production it will take 4 years to reach the second
stage. Thus, the Committee have noted that the project is doomed to
incur a loss of Rs. 80 crores. Therefore the compulsion of the situa-
tion obliges that Bokaro reaches 4 million tonnes production stage at the
earliest in order to contain these losses. The Committee note that the
Government have aiready taken a decision to go in for 4 million tonnes
expansion immediately. The Committee, would, however, like to empha-
sise and caution that there is imperative need for a proper techno-econo-
mic reappraisal in order that the 4 million tonnes stage becomes really a pro-
fitable venture, The Committee would like the Government to take lessons
from first stage of construction so that mistakes committed in the first
stage are not repeated. Then alone it is worthwhile taking a decision to go
in for expansion for 4 million tonnes.

6.15. The Committee would like to reiterate that there is a need for
utmost caution and strict enforcement of economy on expenditure both on
construction and operating cost in view of very heavy capital investment
per tonne of steel and in view of the heavy losses that are likely to take
place in the first stage.

6.16. The techno-economic study suggested by the Committee should
also determine the product-mix so that the production at Bokaro will have
ready market both in India and abroad and we do not produce items which
are not saleable or whose cost may be such that these covld not be market-
ed cither in India or abroad.

6.17. The Committee feel that the Parliament ought to have been kept
informed about the economics of the Bokaro in the first stage and the Gov-
ernment onght to have taken the Parliament into confidence about the

900 LS—86
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losses that were likely to be suffered during the first stage. The Committee
find that the B.S.L. and Ministry were fully aware from the beginning that
Bokaro at the first stage would incur losses. This fact ooght to have been
brought spccifically to the notice of Parliament. The Committee would
suggest that in future whenever big plants are set up in stages the financial
implications about profit/loss in each stage should be brought to the notice
of Parliament while obtaining their approval for seting up such plants,



vii
CONCLUSION

7.1. The Bokaro Steel Plant was conceived in 1957 when Government
asked Hindustan Steel Ltd. to take preliminary steps for the installation of
the new steel works at Bokaro and it will not be before June, 1973 that the
construction of first stage of the plant ks expected to be completed. Thus
it will take Government more than 15 years to establish 3 new steel plant
with a capacity of 1.7 million tonnes. Out of this period of 15 years, pre-
fiminaries like calling for Preliminary Project Report, Detailed Project
Report and settling the question of foreign aid and collaboration took about
8 years and the comstruction is expected to take about 7 years from the
date of signing of contracts with the Soviet collaborators for the sapply of
plant and machinery. Such a long period in establishing a new plant can
hardly be justificd. The Committee desire that Government should give
serious consideration to this matter to reduce the time lag in establishing
mew projects in future,

7.2. Originally Bokaro Steel was to be financed out of the foreign aid
from U.S.A. but this request had to be w:thdrawn because of the opposition
in the US. Congress. Then the Government of India received offer from
US.S.R. for financial and technical aid for setting up the Bokaro Steel.
The US.S.R. Government offered credit up to Rs. 166.6 crores on a liberal
term bearing an interest of only 2.5 per cent repayable in 12 vears. As
2 consequence of this offer a D.P.R., was prepared by the Soviet collabora-
tors and submitted to the Government.

7.3. The Committee find that M/s. Dastarco who were the General
Consultant of the Ministry were side-tracked and according to Dastur he
was not associated in the technical discussions with the Soviet collaborators
in August, 1964 and thereafter which ‘had important technical implications
and witimately resulted in a high cost project’. The D.P.R. submitted by
the Soviet collaborators was no doubt examined by a big technical com-
mitfee consisting of 22 persons. But this examinstion of the 28 volumes
of the D.P.R. was done in hardly 3 month’s time. The Committee feel
that the D.P.R. deserved a far greater scrutiny and that it was not given a
proper technical appraisal on the basis of which investment decision of over
Rs. 600 crores ought to have been made.

The Committee feel that the examimation of the D.P.R. by a Tecbulcal
Commiftee can normally provide a second opinion. Effective scrutiny by

75



76

ﬁemdwolthelmodyhe-ﬂebyadudyeo-adhmd,m-
Petent, consultancy organisstion. D.P.R. has to be reviewed not piecemeal
whhbme-ndlﬁonoipioeabuuuhmpmdpmjedrepoﬁ.

74. The Government finding the cost of the project as submitted by
Soviet collsborators as very high, commissioned M/s. Dasturco for a cost
reduction study. But before even getting such a cost reduction study report
from Dasturco the Government signed agreements with the Soviet colla-
borators for the supply of equipment, drawings and for rendering technical
assistance. M/s. Dastarco were given only seven weeks time to produce
a cost reduction study on this voluminous report, which they produced
suggesting a cost reduction of Rs. 107.5 crores in the first stage. Dasturco
however prefaced this report stating that ‘due to the very limited time avail-
able only major ltems of reduction are indicated and further scope for cost
reduction exists, and could be realised by continuing study and implemen-
tation during the engineering and comstruction of the plant. The Soviet
proposals on technology and equipment are retained as far as possible and
changes suggested only where the resulting benefits were substantiaP.
According to B.S.L. this cost reduction siudy lacked detailed technical
designs bas’s, detailed cost calculations and break-up of cost savings. How-
ever, without ohbtaining the required information from M/s, Dasturco and
without studying in detail the suggestions made by them, the Government
sent g delegation to Moscow to discuss these proposals with the Soviets.
The Committee find that no serious worthwhile effort was made to reduce
the cost and ultimately a reduction of only Rs, 9.5 crores was obtained.
The Committee have found that the negotintions with the Soviefs were
rushed through, The Committee feel that the Government ought to have
insisted on having enough time for comsideration of the D.P.R. and other
connected matters and not allowed themselves to be stampeded into enter-
ing important agreements without proper and detalled scrutiny.

The Committee are constrained to observe that while on the one hand
in the preparation and the execution of the project there has been mordinate
delay resulting in burdening the project with considerable increase in the
capital cost, en the other handy on critical occasions when through careful
scrutiny considerable ecomomy could have been achieved, decisions were
arrived at with unconscionsble haste.

7.5. The Committee find that the agreement entered into with the
foreign collsborators had vital omission like absence of any component-wise
phased delivery schedule in accordance with the needs of the project. The
result was that while on the one hand the supplies were deficient to the
extent of 10.000 tomnes for the first biast furnace a large number of items
of rolling mills required much later have already been supplied.

7.6. The Committee feel that had the two posts of Chairman of B.S.L.
amd the Secretary of the Miuistry of Iron & Steel mot been combined iw
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one person, the Ministry could have an opportonity of making an indepen-

dent review of the whole negotiations and agreements between B.S.L. and
the Soviet collaborators.

7.7. The Committee find that in the case of Bokaro Steel Plant, the
‘Government/B.S.L. management depended heavily on the advice of foreign
collaborators. 1t was decided to call for another D.P.R. from the Soviets
although Government already had a D.P.R. prepared by M/s. Dasturco
because according to the Chairman, B.S.L. “there was undoubtedly
Russians insistence that they would do the D.P.R. themselves”. It was
proposed in 1964 to appoint M/s. Dasturco as principal consultant for
Bokaro Steel Ltd. and this was also announced in Lok Sabha on 9th April,
1964. But this position was reversed and the Soviet collaborators were
appointed as principal consultants because the Committee were told that
‘Soviet authorities were not willing to accept Dasturco as principal consul-
tant for the project and they said that they must remain in full and final
authority of the project although they would associate Dasturco, and this
fact was told to the Secretary of the Ministry and the Minister
concerned’ although the Committee could not get any written
evidence to confirm this insistence of the Soviet collaborators. Again
M/s. Dasturco suggested in their cost reduction study that it was possible
to cffect savings fo the extent of Rs. 107.5 crores in the first stage of Bokaro
even if the basic assumptions in the Soviet D.P.R. were accepted. But
savings to the extent of only Rs. 9.5 crores could be given effect to hecause
according to the Chairman B.S.L. the position was that ‘the Russians were
the primary consultants for this project and we were not in a position to say

that whether they liked it or not we would accept Dastur’s line of
thinking’.

7.8. India has enough experience of steel industry. Apart from two
steel plants in the private sector set up years ago, the Government had
experience of setting up three steel plants in the public sector. The fourth
steel plant at Bokaro was to be set up largely on the basis of experience
available in India and the bulk of its supplies were also to come from the
indigenous sources. Dr. Dastur was brought to India and M/s. Dasturco
commissioned as a steel consultant for B.S.L. The Committee, however,
find that for setting up Bokaro, the Government had heavily relied upon
foreign know-how and expertise which is now being supplied by the Soviet
collaborators. Dasturco from being the principal consultant were reduced
to doing consultancy work only in respect of indigenous supplies from
private sector and the major responsibility for setting up of the Bokaro was
taken awsy from the Indiam hands. The Committee are mot opposed fo
having assistance/advice from foreign collaborators but Gevernment should
never abrogate its rights of taking final decision in such matters taking into
consideration all the relevant factors including the avaliable advice of
Indian experts; and having taken certain decisions after examining ofl pros
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and cons they should not feel shy of owning the responsibility for such
decisions instead of biaming the foreign collaborators,

7.9. The Committee feel it is the Government’s respomsibility that the
foreign ald available on liberal terms from friendly countries is put to best
use. There is no justification for accepting any project report which the:
Government is not satisfied is in the best interest of the country only on
consideration of making use of Hberal terms of foreign aid. The Com-
mittee, therefore, are not happy to note from the statements of the Chair-
man BS.L. and the Secretary of the Ministry that they were more or less
compelled to accept the position because they were obliged to do so by the

country giving foreign aid.

7.10. The Committee regret to note that according to the revised
schedule the first stage of Bokaro Steel Plant will be delayed by about 27
months as compared to the original schedule. Even this revised schedule
is subject to various uncertain factors. As a result of delay in construction,
the losses amounting to Rs. 32 crores on account of production, and
establishment cost amounting to Rs. 6.75 crores have become unavoidable.

7.11. The Committee are not convinced that even the revised target
dates of completion of first stage wil] be adhered to because of the various
uncertain factors that have been brought to the notice of the Committee and
i the present completion dates are not adhered to the resultant losses will
be more than that has been estimated.

7.12. The Committee very much regret to note that the Ministry has
failed to set up an efficient admimistrative set up for BSL which could be
equal to the task to construct and erect a Steel plant of such a huge dimen-
sion within the sfipulated time and within the estimated costs. As a result
the target dates of completion have been revised twice and the costs have
been increased by Rs. 90 crores,

7.13. The Secretary of the Ministry during the evidence before the
Committee admitted that “there have been some organisational failures on:
the part of BSL” which failure was also responsible for the delay in cons-
traction and losses. The Committee were told that in order to improve
their management technique they were now introducing a system of met-
work analysis which would be done by Dasturco. The Committee were
tnformed by Dasturco that ‘the Bokaro Project is in a mess from the very
beginning because there is no proper consulting engineer on the project.
It is the functioa of a consulting engineer apart from drawing up the correct
project, an economic project and a viable unit, also to do during the design
and comstruction stages the complete co-ordimation, scheduling supervision.
follow uwp and expedition. ANl these items were a part of our work whiclk
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We were supposed to be doing. It was taken out of our work and no body
is doing it’. Commmeehiledtogetnsatnshctorymwerastowhy
proper steps were not taken from the very inception to organise the manage-
ment on such lines,

7.14. The Committee find that there has not been proper thought and
urgency shown in the constitution of board of management and to find a
suitable incumbent to replace the Chairman of the Company who was also
the Secretary of a Ministry and as a result of this dual responsibility, s
admitted by the Chairman, B.S.L, himself, one of the duties of his dual
charge did suffer.

7.15. There was no team of functional directors on the Board of Direc-
tors. Neither there was any hierarchy in Board so that if the top executive
retired or resigned someone from the Board who had the necessary exper:-
ence and background of the problems of Bokaro would step into to take
his place. Each time a vacancy occurred the Ministry got at the loose-end
and they had to find a new man for the post whe was bound to take his
own time to acquaint himself with the problems which resulted in temporary
setbacks. In the appointment of the Board of Management, the Committee
would like the twin principles of functionalism and necessary managerial
hierarchy to be organised in the increasingly accepted context of operating
as a Constellation,

7.16. The other major failure noticed by the Committee was in matter
of supplies of equipment from indigenous sources, largely from the public
secior undertakings and also from the private sector factories, The Committee
were surprised to find that inordinate delays took place in seftling details
of drawings, delivery schedules and the prices from the public sector under-
takings particularly HEC and MAMC. Even the revised delivery schedules
were not being adhered to by them. The Committee very much regret to
note that the Government failed to provide the necessary leadersh’p to
arrange this co-ordination among the public sector undertakings, so that the
supplies to Bokaro could be made in time in order that the schedule of
the Bokaro was not upset. The Committee hope that in future at least
the Government will see that all the supplies which Bokaro has to get from
the public sector umits are made in time and according to schedules of
delivery and at agreed price, and necessary measures are taken so that the
Bokaro is not delayed on that account.

7.17. The Committee are perturbed that the estimates of the cost of
construction are not only very high for Bokaro, but also are not being
adhered to. As against Dasturco’s estimate of about Rs. 600 crores for 4
million tonnes plant, the capital cost for first stage iteelf for a capacity of
1.7 million tonnes will be Rs. 670 crores. The Committee also find that
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iaspite of having a plant with a large capacity which should resuit in
economics of scale the cost of production per tonnes at Bokaro Steel Plant
even at 4 million tonnes stage will be higher than at Rourkela Steel Plant,
This matter deserves serious consideration. The higher cost of production
will not only affect the financial viability of Bokaro but high cost stee] will
adversely affect the entire economy of the country as the production cost
of all industries using steel would go up. The Committee, therefore, urge
that there is need for a proper techno-economic reappraisal in ordey that
the 4 million stage becomes really g profitable venture, This study should
be made by fully qualified technical men and economists available in the
country or from outside. The Committee would like that this report
together with the Government decisions may be laid on the Table of both
the Houses so that the Parliament may get an occasion to express itself.

7.18. The Committee find that Government have already announced a
decision to set np three more Steel Plants at Visakhapatnam, Hospet knd
Salem in the Public sector. Comprehensive details about these proposed
steel plants have not been made publicc. The Committee recommend that
Government should without delay bring out a comprehensive White Paper
containing essentia]l information about the size of the plants, the rapital
investment involved, the product-mix and the rationale thereof, and in
particular the economics and profitability of each of the plants, The Com-
mittee need hardly stress that the White Paper should be prepared most
carefully so as to give precise and realistic estimates of vital factors which
have a bearing on the working of the steel plants so that Parliament and
Public have clear idea of the resources which are being committed to these
plants and the benefit which would accrue to the country therefrom. The
Committee expect Government to take specific approval of Parliament to
the setting up of these plants which are expected to play a crucial role in
the development of economy of the country.

M. B. RANA,
New DELHL; Chairman,
April 27, 1970. Committee on Public Undertakings.

Vaisakha 7, 1892 (S)



APPENDIX I
Statement showing the number of meetings attended by the Directors.

Name of the Director Dateof Date from Number of meetings attended during
appoint- which he

Gebowd beDiee 5 8§ % 8 R
torin case . e o 99
of past « b=~ = S~ A~
Directors g ° ° ° ° °
I 58 % g ¢
& » r Y ori
Total number of meetirgs held 7 8 8 6 6 8
Shri N. N. Wanchoo 4-2-64  26-2-70 6 8 8 6 6 7
Shri K. L. Ghei 4-2-64  20-3-66 7 5
‘Shri N. M. Wagle 4-2-64  24-9-69 3 6 4 4 3 2
Shri K. Sreenivasan 4-2-64  24-9-69 3 3 2 4
Dr. A. K. Bose . 4-2-64  24-9-69 6 5 8 5 6
Shri G.D. Khandelwal 4-2-64 13-1-67 5 6 4 .
Shri T.P. Singh 4-2-64 14-9-65 4 2
Shri R. Prasad 14-9-65  20-7-67 5 6 I
Shri K.S. Bhandari 28-3-66  9-10-68 I s 3
Shri Maheshwar Prasad 2-11-66  14-9-67 3 3 .
Shri Jagjit Singh 13-1-67  12-9-69 4 b ¢
Shri S. V. Sohoni 16-11-67  18-6-69 5
Shri J. C. Luther . $§-1-68 continuing b¢ 6
‘Shri N. R. Reddy 10-10-68 » .. .. .. 3 6
Shri K. M. George 4-2-64 8-4-69 7 8 8 s .
Shri M. Sondhi 30-4-69 continuing 7
Shri S- N. Singh 8-7-69  24-9-69 4
(Reappointed) 1-1-70 continuing 1
Shri C. Chalapathi Rao 1-I-70 . . b ¢
Shri R. P. Billimora 1-1-70 »» . .. .. .. .. 1
Shri Appu Rao 1-1-70 » .. T
Shri N. M. Wagle
(reappointed) 1-1-70 ” .. .e .e .o .o I
Shri S.S. Mukherjee . 8-1-70 » . . .. .. .. 1
sShri V.V. Ramandham 8-1-70

» . . . .o . I
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APPENDIX I
Sum nary of con:lusions' Recomnendations of the Committee on Public Undertakings cortained®

in the Report
Scrial  Reference Sammary of Conclusions;Recommendations
No. to para No. ‘
inthe Re-
port
1 2 3
1 223 to The Committee find that Dr. M. N. Dastur was
2.26 encouraged by the Government to set up a consul-

tancy service. He was also entrusted with the assign-
ment of preparing a preliminary project report-and
also later a D.P.R, was also made use of by the:
Russian Collaborators. In short, M/s. Dastur & Co.
were our consultants on steel, as was also stated in
the Lok Sabha.

| The Committee find that Dasturco were not as-
sociated in the discussions which Government/B.S.L..
hud with Soviet Collaboratorg after July, 1964. Thus
Dasturco who were General Consultant of the Minis-
try till then was completely side-tracked while techni-
cal details were settled for the drawing up of the
D.P.R. for Bokaro Steel project. Dasturco’s com-
" plaint is that they were kept out of any technical
discussion with the Soviets in August, 1964 and
thereafter “which had important technical implicat-
jons and ultimately resulted in a high cost project.”

The Committee were anxious to find out as to why
T Dasturco was kept out of these negotiations.  The:
Chairman of the B.S.L. and the Secretary of the
Ministry explained to the Committee that the Russians
were not willing to accept Dasturco as principal con-
sultants. The Chairman. BS.L. further explained
that “we discussed it for several days and unfortnnate-
ly we were not able to persuade the Soviets to give
a large chunk to Dasturs”. The Committee feel that
the Chairman of B.S.L. who was also the Secretary
of the Steel Ministry at that time reversed the whole

T 82
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2,27

2.28

position of Dasturco as a principal steel consultant
as was reported to the Lok Sabha on 9th April, 1964.
The important point was not to secure enough work
for Dasturco, but it was far more importatnt that
Dasturco’s knowledge and experience ought to have
been fully utilised for the establishment of a techni-
cally sound and economic steel project to suit the
Indian conditions. The whole purpose of getting the
design consultancy set up by Dasturco with the Gov-
ernment initiative at the earlier stages was lost sight
of and it was not put to good use in setting up the
Bokaro Steel Plant’for which purpose alone Dasturco-
was brought to India.

The Committee find that the Detailed Project
Report was submitted by the Soviet Collaborators on
22nd December, 1965. It was then examined by a
Technical Committee of 22 persons and this Techni-
cal Committee took hardly a month to examine this:
important document on the basis of which the
Bokaro Steel Project was taken up and they sub-
mitted their report towards the end of January, 1966.
The Committee feel that the D.P.R. deserved a far
greater scrutiny and that it was not given a proper
technical appraisal on the basis of which investment
decision of over Rs, 600 crores ought to have been
made. Desturco no doubt had two representatives on
this technical committee but that would not amount to
a proper technical appraisal by them of the D.P.R.
The Committee feel that the examination of the
D.P.R. by a technical Committee can normally pro-
vide a second opinion. Effective scrutiny, by the
nature of work itself, can only be made by a closely
coordinated, competent, consultancy organisation.
D.P.R. has to be reviewed not piecemeal with loose
association of pieces but as an integrated project

report.

Dasturco was also asked to make a cost reduction
study after signing the Memorandum on the accept-
ance of the D.P.R. The Committee, however, feel
that this ought to have been done before signing the-
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3.30

Memorandum of acceptance. It was explained to the
Committee that the agreement had to be signed with-
in two months of the submission of the D.P.R. The
Committee feel that the Government should have re-
sisted being stampeded into signing such an important
agreement without a proper and detailed scrutiny.

The Committee have found during the course
of its examinations of the Public Sector Undertakings
during the last two years, namely, I.D.P.L., M. A.C.C,,
1.O.C. and Bokaro Steel Ltd. that the advice of the
Indian experts was ignored in preference to the ad-
vice of the foreign collaborators of those undertak-
ings. The result in all these cases has not been
happy. The foreign experts have a limited know-
ledge or have practically no knowledge of the condi-
tions prevailing in India. They are generally guided
by their own experiences. Therefore, to completely
side-track the Indian experts is ndt a correct thing
to do. The Undertakings and the Government will
do better in future if they keep this in view. The
Committee would also like that in future if the Gov-
ernment decide to overrule the advice of the Indian
experts it is better that the reasons may be fully re-
corded so that at a future date there may be a proper
appraisal of the views of the experts and the decisions
of the Government. o

The Committee find that Dasturco, the Indian
Consultants of BSL had pointed out that there was a
good scope of cost reduction amounting to about
Rs. 107-5 crores, even if the basic assumptions of the
Soviet DPR were accepted. In spite of that no
worthwhile effort was made to bring down the capital
investment. The Government were aware of the
capital cost per ton of steel plant in India. The
Committec have been told that the capital cost would
be Rs. 2474 (now revised to Rs. 2725 as stated in
Rajya Sabha on 16th March, 1970) in Bokaro S:eel
plant in its second stage i.e. when the production will
be 4 million tons but in the first stage when the pro-
duction will be 1.7 million tons the capital cost per




85

3

3.31

3.32

ton of steel at Bokaro would be Rs. 4000 per ton. In
view of this very heavy investment in Bokaro, the
Government ought to have given a more serious

consideration to the question of the cost reduction
study.

The Committee however regret to note that as
against the suggestions of M/s. Dasturco for cost
reduction amounting to Rs. 1075 crores in 1st stage
of Bokaro Steel Project, suggestions to the extent of
Rs. 9-5 crores only could be given effect to. As the
suggestions for cost reduction are highly technical the
Committee are not in a position to examine them
from technical point of view. They, however, find
that in the case of steel melting shops the Soviet Con-
sultants themselves recommended the installation of
250 ton converters in the II stage of BSL, As pointed
out by M/s. Dasturco in their cost reduction study,
the world trend including Japan, USA, West Germany
is to adopt converters of 200 to 300 tonnes capacity
for large new plants of the type visualised at Bokaro.
The reasons for having 200 to 300 tons converters
are that investment is lower, refractory consumption
decreases, handling of hot metal scrap, fluxes, slag
and ingot moulds is simplified and operating cost are
lower. It was estimated by Dasturco that there
would have been a saving of Rs. 1.4 crores in operat-
ing cost per year by installing converters of 250
tonnes. There would have also been a saving of
about Rs. 18.7 crores in the capital cost. The Com-
mittee are, therefore, of the opinion that Govern-
ment should have more thoroughly sxamined this
matter and the idea of obtaining 250 ton converters
from other sources ought to have been examined in
order to bring down both capital and operating costs.

The following features also stand out rather
conspicuously while reviewing the whele course of
the fipalisation of the agreement with the U.S.S.R.

(i) Messrs. Dasturco were asked to make a cost
reduction study on 29th March, 1966. But
wihout waiting for their Report on that very
day Government communicated to the
Soviets the acceptance of their D.P.R. Con-




(i)

tracts were also signed on 3rd May, 1966
for the preparation of working drawings
and for rendering technical assistance in-
cluding supply of equipment. Thus the
negotiations with Soviets were rushed
through and there wag little chance of ac-
ceptance of any major changes in the design-
ing of Bokaro Steel Project by the Soviets.
Government should ensure that the agree-
ments do not have the effect of foreclosing
issues of crucial importance in particular
those which have a bearing on the effici-
ency and economics of the plant.

The Memorandum cf acceptance of DPR
provided that the Soviet Consultants would
give due consideration to concrete technical
suggestions for cost reduction which might
be made to them by the Indian side within
three months, M/s. Dasturco were therefore,
asked to give concrete proposals for ¢ost
reduction within seven weeks. The Com-
mittee are informed that the report submi-
ted by M/s. Dasturco ‘lacked detailed tech-
nical design basis, detailed cost calculation
and break-up of cost savings.’ As these
were not readily forthcoming, Government
had to send the delegation to Moscow Lo
discuss the proposals with the Soviets with-
out the study of the details of the sugges-
tions of Dasturco. The delegation was not
in a position to argue fully and convinc:
the Soviet Consultants with the proposals.
It was admitted by B.S.L. that the discus-
sions (at Moscow) were no doubt handi-
capped by the Bokaro Steel representatives
not being fully conversant with the details
of the design data and the cost reduction
basis by Dastarco.

The Committee feel that all the discussions with

Dasturco ought to have taken place in India and all




87

the points should have been sorted out before going
to Moscow. The Committee have not been able to
appreciate that as the agreement had to be signed
in a short time on a particular date, therefore, proper
consideration to the whole matter was not feasible.
The Government ought to have insisted on having
enough time for the consideration of the report and
other connected matters before signing the agree-
ment.

(iii) The Committee also feel that it would have
been better if the leader of the delegation
which was to discuss highly technical mat-
ters had been a technical person especially
when the other side the head of the team was
a technical man. They desire that the dcle-
gations for such technical negotiations either
with foreign companies or Governments
should as far as possible be headed by
technical chiefs.

(iv) Dr. Dastur stated in his evidence that ‘Mr.
Wanchoo dominated in the meetings (at
Moscow). Whereas from the Soviet side
the head of the design institute, my equi-
valent, was the leader of their team and
he used to argue, from outside, Mr. Wan-
choo was the leader of our team and he
used to argue and we were only allowed
to have a few words in sideways.’ On the
other hand the Chairman, BSL stated that
‘we appointed 5 or 6 panels consisting
wholly of technicians in each of which
Dastur was represented’. B.S.L. also in-
formed the Committee that ‘Dasturco had
ten of their representatives in the delegation
who argued their proposals but they were
not able to convince the Soviet side.” The
Committee are left with the impression that
there was lack of co-operation and proper
understanding among M/s. Dasturco, Bokaro
Steel Plant and the Government of India.
Had there been a greater understanding and
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3.40

cooperation, probably the results would
have been better in the interest of the coun-
try.

(v) The Committee feel that because the Chair-
man of B.S.L. also happened to be the
Secretary of Steel Ministry who led the
delegation, the Ministry was denied an op-
portunity to have a second look at the-
negotiations and to the agreement of reduc-
tion of only Rs. 9.5 crores in the capital
cost of the project in place of suggestions-
to the extent of Rs, 107.5 crores by
Dasturco.

There was likely to be an increase of about Rs, 90»
crores over sanctioned capital estimates of Rs. 670
crores for 1st stage of Bokaro Steel Plant. It is,
however, surprising that until recently the manage--
ment of Bokaro Steel Plant was not aware of the ex-
tent of increase in the capital estimates. The Com-
mittee were informed as late as September, 1969 that
the fact whether the original estimates could be ad-
hered to or not will be known only after the review
of project estimates undertaken by the management
was completed. One of the important tools of man-
agement is proper accounting and reporting system
which records the variations from the original esti-:
mates under various heads and enables the manage-
ment to know at any point of time the total expendi-
ture likely to be incurred on a project, the extent of
variations from the original estimates and the reasons
therefor. Bokaro has a Finance Division. It is the:
primary function of this Division to keep track of
financial provisions, progress of expenditure and re-
vised estimates, etc. The Committee are unable to
appreciate why Bokaro Steel did not assess in timc
the ultimate cost of the project and variations from-
the original estimates,

The Committec also find that in the Demands for
Grants for 1967-68 it had been stated that ‘after
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taking into account the effects of devaluation and
proposals of cost reduction agreed upon by the Soviet
side the revised cost of 1st stage. of the plant as sanc-
tioned by Government is Rs. 620 crores (excluding
off-side facilities which are estimated to cost about
Rs. 50.4 crores approximately). Having obtainsd the
approval of Parliament to specified figures, the
management was committed to complete the 1st stage
of Bokaro within that amount unless Parliament had
approved of the revised estimates. The Bokaro Steel
Ltd, should have taken the first opportunity of
informing Government and Parliamcnt about the
extent of revision in the estimates stating also clearly
as to how it would affect the economics of the plaat.
They, however, find that even the Demands for Grants
for 1970-71 made no definite mention about the
extent to which the increase in estimates was iikely
to be. The Committee highly deprecate the com-
placent attitude of the Government towards the
escalation of estimates to such a magnitude (Rs. 0.0
crores)andtheyrecommendthatinfutureearliest
opportunity should be taken to inform Parliament
about major increases in estimates of a project.

The Committee recommend that along with the
Demands for Grants each year Government should
present to Parliament a review on each public under-
taking giving a truc picture about its working. In the
case of public undertakings under construction such a
review should also include the original estimate of
capital expenditure, the expenditure, incurred so far
and the percentage of work completed, the estimated
increase, if any, from the original estimates and the
reasons for variations, etc.

The Committee find that the Minister for Steel in
reply to question 429 dated 2nd March, 1970 in
Rajya Sabha and in reply to question 708 dated 31st
March, 1970 in Lok Sabha had stated that the total
investment on Bokaro on Stage I was now estimated
to be of the order of Rs. 760 crores which means the
Government considers that the total investment on

t
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Bokaro will go up by about Rs. 90 crores above the
earlier estimates of Rs, 670 crores as reported to the
Parliament vide Demands for Grants 1967-68 on the
basis of which approval for the establishment of
Bokaro Plant was taken. From the examination of
the Bokaro Steel and the data that have been furnish-
ed to the Committee, they are convinced that even
this figure of Rs, 760 crores as reported to the Parlia-
ment by the Minister may not be a firm figure.

Wide variations between the estimated cost and the
actual expenditurc has become a common feature 1n
the public sector projects. The Committec would
therefore, watch with considerable anxiety as to how
in the ultimate analysis the actual cost compares with
the cstimated cost in the case of Bokaro Steel Plant
both for Stage I and IL P P

The Committee are distressed to note that the date
of completion of the Bokaro Steel Plant has been
pevised twice and as a result of these revisions the
completion of the construction has definitcly been
delayed by 27 months from the date of the original
schedule of completion of construction. 1t has been
stated fow that Stage I is éxpected to bé completed
according to the revised scheduld by June, 1973. But
the Committee find that even this date will not be
adhcred  to- because of the various uncertain factors
pointed out by BSL ¢vide paragraph 4.3-page 69)
The Committce has beefr unable to ascertain even the
tentative date as to when the construction of the first
stage is kkely to be completed. The Committee
recommend that this  matter should be properly
examined and a firm date of completion of the Stage
T should be reported to the Committee,

As a result of the delay in the complétion of the
Stage I even by 27 monfths, the Committee very much
regret to note that the losses amounting to Rs. 32
crores on account of production and establishment
cost at the rate of Rs. 25 lakhs per month which will
in 27 monthis amount to Rs. 6.75 crores have become

. . — ——— e —— - —
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mnavoidable. It may, however, be noted that if the
target datc of completion of Jane, 1973 is not adhered
to the loss will be stilt more. The main rcasons for
these losses are primarily due to the belated submis-
sion of technical datas, drawings, cranes, delay in civil
engineering work and supplies from private and public
undertakings. Apart from these the Sccretary of the
Ministry has also admitted during evidence that “there
have been some organisational failures on the part
of B.S.L.” which failure is also responsible for thc
above mentioned losses. The Committee were inform-
ed that steps have now been taken to remedy those
organisational failure by adopting a system of net-
work analysis by Dasturco which will show up the
deficiencies at vanious points and which will also show
how particular deficiencies can be by-passed if neces-
sary. In spite of the fact that Dasturco advocated
the adoption of the modern techniques of planning by
BSL as early as 1966, the Committee regret to nofc
that the management at that stage ignored his advice
and as a result the avoidable organisational failures
crept into the management of BSL.

The Committee have found that the price of
many of the supplies to Bokaro from indigenous
sources and also their time of delivery have not yet
been decided upon particularly with regard to the
supplics from Public Sector Units. The Committee
would like that this matter should receive most imme-
diate attention and should be settled as early as possi-
ble.

The Committee further desire that Government
should ensure that other public undertakings who
have to supply machinery and equipment to Bokaro
Steel Ltd. adhere to the time schedule. It should also
be ensured that they do not keep on escalating prices
which would inflate greatly the cost of the product
and upset the economics of the Bokaro Steel Plant.

The Committee have found that B.S.L. are very
unhappy by the imposition of the contracting firm
HSCL on them. They feel that there has been un-
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necessary duplication of supervision work and conse-
quent employment of duplicate supervisory staff. This
has also resulted in delay in the execution of the
work. B.S.L. pleads helplessness in the situation to
get the work executed according to their time schedule.

On the other hand the Committee has found that
Hindustan Steel Works Construction Ltd. has mostly
sub-contracted the work and are not doing the work
themselves. The original idea was that H.S.C.L.
would do the job themselves and not sub-let the work.

The Committee feel that this experiment has not
worked well, on the other hand it has worked to the
detriment of B.S.L. B.S.L. should have freedom to
get the work done in the most expeditious and econo-
mic manner as they deem fit so that the management
of B. S. L. may be held responsible both for the com-
pletion of the Project within the time schedule and
for getting the work done on estimate costs.  Thie
was not possible if a Public Sector contractor like
HSCL is forced upon BSL. Therefore, the Commit-
tee feel that BSL may be allowed to get their civil
and other works done themselves either department-
ally or through a contractor of their choice,

The Committee appreciate the objective with
which the HSCL was formed, namely to take the
construction of steel plants to solve the problem of
the constructional staff and also to develop experi-
ence and expertise in civil and engineering work of
this nature. But the Committee feel that this can-
not be allowed to be done at the cost of a project,
in this case at the cost of Bokaro. The primary
objective should be to get the project completed in
time and according to the cost estimates and if that
is put in jeopardy, HSCL has to be withdrawn.

The Committee regret to note that there had
been delays both in the supply of drawings and equip-
ment by the foreign collaborators. The inordinate
delay in the supply of drawings has caused serious de-
lays and upsets both in the civil comstruction pro-
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gramme and also in the manufacture of machinery
and equipment in India.

It is also surprising that in respect of equipment
supply, the contract with USSR stipulated only an
overall period of fifty months for the supply of
equipment, from the date of signing the contract and
did not include a phased delivery schedule. The
result was that while on the one hand the supplies
were deficient to the extent of 10,000 tonnes for the
first blast furnace complex, a large number of items
of rolling mills required much later have already
been supplied.

In order to ensure the supply of equipment in time
and in the proper sequence required for construction
and erection it was essential to include component-
wise phased delivery schedule in accordance with the
needs of the project. The Committee could get no
satisfactory explanation for this omission in the
contract entered into with the Soviet suppliers and
would like it to be investigated into and responsibility
fixed for such a vital omission which has caused con-
siderable loss.

The Committee feel that such a vital and tech-
nical contract document ought to have been either
drawn up by competent qualified technical men or
vetted by them before signing. The Committee find
that Dasturco has made comment on such omissions
in the contract. If the Government had made use of
their experience in drawing up the contract, pro-
bably this omission could have been avoided. The
Committee recommend that this should invariably be
borne in mind in entering into contracts in future
with the suppliers of plant and machinery.

The Committee regret to note that it took BSL
and HEC a period of 18 months from the date of
placing of letter of intent to clarify the specifications,
to give the working drawings and to settle the deli-
very schedules. The Committee fail to get a satisfac-
tory answer froni BSL and HEC for this inordinate
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delay. During this period the Secretary of the Minis-
try of Industrial Development and Company Affairs
wag also the Chairman of B.S.L. It was expected that
such a combination of posts would lead to better co-
ardination and expeditious disposal and settlement,
but instead it took so long for these two public sec-
tor undertakings to settle these matters.

The Committee cannot help expressing their
distress that the concerncd Ministries failed to take
any effective steps and to provide necessary leader-
ship to streamline the work of these two corporations
s0 that the loss of time and money could be avoided.

The Committec regret to note that ag against the
target of 11672 tonnes of equipment to be supplied by
the public sector undertakings upto 31st July, 1969
the equipment actually received was only 6101 tonnes
i.e. 52 per cent of the target fixed. In the case of
HEC as against 72415 tonnes to be supplied in all,
the actual deliveries up to the end of January, 1970
have been only 10840 tonnes.

The Committec also view with concern that there
had becn delays in supplics from HLE.C. even with
reference to the revised schedule prepared in Novem-
ber, 1968. During evidence the Secretary of the
Ministry of Steel and Heavy Engineering admitted
that “the delays in HEC were due to their own
organisational deficiencies. There are some instances
where supplies from USSR were delayed but the
major portion of delays has been due to their own
faults, Unfortunately that js true.”

The Committee were, however, assured that in
pursuance of the recommendations of the Committee
on Public Undertakings (1967-68) in their 14th
Report on HEC., a study Jf the working of the Cor-
poration was made by a technical team comprising
officers of the Bureau of Public Enterprises and the
Disectorate Geoeral of Technical Development.
1Opgrective moasures were being taken to remove the
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deficiencies pointed out in their report. The Com-
mittee trust that effective steps will be taken by the
H.E.C. to cnsure that the supplies to Bokaro Steel
Plant are made in accordance with the sequence and
schedules desired by them. .

The Committee have noted with concern that
MAMC have failed to keep up even their revised and
scaled down delivery schedule. As against 4650
tonnes to be supplied by the 1st quarter of 1970, they
have supplied only 700 tonnes upto 25th February,
1970. The Committee have examined this year the
working and performance of MAMC, They have an
impression that MAMC will not be able to make
supplies according to their commitments. Therefore,
BSL will be better advised to seek alternative sources
of supply in order to ensure that their own construc-
tion schedules do not get delayed on account of failure
of MAMC. e

The Committee find from the information rece-
ived from BSL that the position of the supply of
cranes is very precarious. As against 210 cranes
which were to be received in the first quarter of 1970
only 24 cranes have been received/despatched. This
is bound to affect adversely the construction program-
me at the site.

The Committee would like that it be examined and
teported to the Committee whether orders for the
supply of cranes were placed in time and if there were
delays in placing of orders what were the reasons
therefor.

The Committee would also like to be informed
the reasons for delays in deliveries by the suppliers
and who are the suppliers who have failed to honour
their commitment of delivery.

The Committee find that the deliveries from the

private sector suppliers ase also not according to the
schedule of delivery. BSL has generally explained
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that this is due to non-availability of steel and im-
ported components. The BSL and the Ministry
should ensure that the private sector companies who
are to supply equipment/material to BSL get timely
releases and the import licences as the case may so
that the programme of construction of Bokaro may
not be held up.

The Committee have noted with distress the supply
position of refractories. We have now long experi-
ence in the manufacture of reiractories required by
the Steel Plants. The decision to make India self-
sufficient in regard to refractories was taken long
ago. They regret to note that for our fourth steel
plant we had to depend upon imports of refractories
for 46,854 tonnes against the total requirement of
1,98,000 tonnes for Bokaro’s first stage, i.e. for about
24 per cent of the total requirements although origin-
ally it was estimated that 96 per cent of the refrac-
tories will be procured from indigenous sources,

The main point that has been urged to justify
import of refractories is that the stringent specifica-
tions required for Bokaro could not be met from
indigenous supplies. The Committee feel that these
specifications were known from the very date the de-
cision was taken to build Bokaro. It is evidently a
failure of proper planning time and lack of fore-
thought on the part of BSL and of initiating action
early enough to get the stringent specifications refrac-
tories manufactured in India, that has resulted in their
importation. Refractory is not to be used once but
has to be replaced periodically, Therefore their manu-
facture in India according to the specifications iz a
must in the long run. If action was initiated in years
1965-66 for their manufacture there is no reasom why
they could not have been manufactured in India
according to the specifications.

The Indian Refractory Makers Association have
represented that they were not apprised of the speci-
fications and quantity of refractories required suffi-
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ciently in advance. They were told about the speci-
fications only at the time of inviting tenders. BSL
ought to have conducted a survey of the manufactur-
ing capacities and the competence of the refractory
manufacturers quite early enough in 1966-67 in
order that the necessary remedial actions could be

taken to ensure timely supplies of requisite quantity
and quality.

India has enough experience and experitise in
the manufacture of refractories which industry has
now been in existence for a large number of years.
The total dependence upon Russian expert advice
even in the matter of refractories does not speak
well of our long standing in this industry and also
of our experience in the steel industry. The Com-
mittee would have better appreciated if we had de-
pended in our own steel experts in the matter of
rejections or acceptance of refractories. The Com-
mittee depreciate this tendency to blame the foreign
collaborators for our own failures and shortcomings.

The Committee would also like that the depart-
ments and the Ministry concerned dealing with
refractory industry should take note of the complaints
and the observations made by the BSL in the matter
of certain shortcomings and failures on the part of
the refractory manufacturers. The technical wing of
the concerned Ministry should appoint a committee
to look into these matters to focus the weaknesses
and to take necessary remedial measures so that the
needs of the steel industry is fully and adequately
met through indigemous sources of supply.

The Commitiee were informed that due to the
failure of the Indian refractory Manufacturers to
meet the demands of Bokaro, the Government was
considering of putting up a-refractory plant in the
public sector. The Committe do not understand
why this was not considered early enough to obviate
imports. On the other hand, the Indian Refractory
Makers Association represented to the Committee
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that the industry has adequate total installed capacity
to meet the requirements of the steel industry based
on the present pattern of demand for different quali-
ties. AH that they want is that operational and
constructional requirements should be planned well
in advance to enable them to organise production.
The Committee feel that before the Government
takes a decision to put up a refractory unit in the
public sector, a proper enquiry must be made about
the existing surplus capacity and the technmical com-
petency of the existing units and only after making a
thorough study of the economics of the project they
should go in for a refractory project in the public
sector.

The Committee are surprised to note that although
we have spent nearly Rs. 3,500 crores on public
enterprises and even after a lapse of 20 years, the
Government have not yet evolved a clear concept
about the constitution and composition of the Board
of Directors for Public enterprises.

The Govermment have said that the “the whole
policy regasding the selection of right persons to serve
as a part time disectors in the public enterprises is
under. the review at the moment.” To a question as
to what are the factors that are kept in view for the
appointment of Board of Directors, the Secretary of
the Ministry stated at the time of evidence “I suppose
that factor 18 to have persoms of this standing who
experience of a number of industries and therefore
their advice is regarded to be very valuable.”

The Committee consider that the Board of Direc-
tors of a project of the dimensions of Bokaro should
include 8 team of functienal directors, which team
may be jointly held respossible for the proper execu-
tion of the project. Them, there should be an ele-
menat of hejrarchy in this fynactional team included in
the Board of Directors so that the Government does
not got ot the loasc-end whamever the chief executive
of the project (Managing Director and/or Chairman)
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rotires or resigns. There is still another element in

the constitution and functioning of the top manage-

ment like the Board of Directors which is now being
increasingly adopted and that is that the functional
directors operate as a constellation ie. as a closely
integrated and a knit team. The Board of Directors
should be so constituted that if the top man goes for
any reason, a persan from within the project, who has
the necessary experience and background of the pro-
ject and who is conversant with the problems imme-
diately steps in to take the place. In a project of the
dimension of Bokaro to import 5 new man
whenever a vacancy occurs will always result in set
backs because the new incumbent was bound to take
his own time to get familarised with the problems.

The Committec find that the Board of Directors
of Bokaro, whether the present one or the previous
one, were constituted of directors who may be called
‘birds of passage.” Excepting the Managing Director
none of them has got responsibilities of execution
and the career of none of them is dependant upon
the success or the failure of the Bokaro. The Com-
mittee consider that the concepts of (i) making the
fortunes/ (career) of Directors fully identified with
the faflure or success of projects (ii) including in the
Board a team of the top functionaries at the project
instead of having only the Managing Director and
(iii) importing an element of heirarchy in that func-
tional team should be properly examined and given
effect to in the constitution of the Board of Directors
for public enterprises.

As regards non-official element in the Board of
Directors, the Committee find that their number was
three in the prewipus Board out of a total of eight
whigch has sow been reduced to one in the existing
‘board of 10 directors. The Committee feel that it
is useful to have non-officials on the Board but only
one such director is not sufficient.

The Memorandum of Associaiion provides that
the maximum number of directors of the Board
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would be twelve. The Committee feels that it will be
useful to have at least a fairly good proportion of the
members of the Board from among non-officials.

The Committee are mnot happy at the selection of
the non-official directors firstly purely from the angle
that they have not been taking interest in the affairs
of the Company as is evident from the fact that the
two non-official directors (Shri N. M. Wagle and
Shri K. Srinivasan) attended only about 50 per cent
of the meetings during the last three years. One of
them appears to be a professional directors being on
the board of 24 companies. It is also understand
that he is retired member of the Indian Civil Service.
The Government will do better if they give more
thought to the selection of the non-official directors
and make sure that only such persons are nominated
who have the time to take interest in the affairs of
the Company and who have really a wide sweep of
experience of industrial management of really big
concerns of the type and the magnitude of Bokaro,
the criteria, which the Secretary of the Ministry has
himself stated, ought to be in the nomination of the
directors. The Committee find to their regret that
this criteria as stated by the Secretary has not been

taken care of while making the nominations to the
Bokaro Board.

The Memorandum/Article of Association of
Bokaro Stee] Limited may be suitably amended to
provide that any director who has absented himself
for more than two consecutive meetings without

taking leave of absence ceases to bé h member of the
Board.

The Committee regret to note that the Secretary
of the Ministry of Iron & Steel was appointed as the
Chairman of B.S.L. on 4th February, 1964 contrary
to the decision of the Government taken as early as
November 1961 that “no Secretary of the Ministry/
Department shall be a member of any Board”, and
in disregard to the recommendations of the Estimates
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Committee which was accepted by the Government.
The Committee do not agree with the explanations
offered by the Chairman of BSL justifying the
appointment of the Secretary as Chairman of B.S.L.
The Committee are of the view that by combining the
two posts in one person namely that of the Secretary-
ship of the Ministry and the Chairmanship of the
Board of Directors the Government were denied of
an independent review of the whole negotiations and
agreements between B.S.L. and the Soviet collabo-
rators. By appointing the Secretary as the Chairman,
the Ministry got indirectly committed by the agree-
ment arrived at by the Chairman of the B.S.L. and
thus the Goverhment of India lost a valuable oppor-
tunity to improve the terms of the agreement with
the foreign collaborators. In the opinion of the
Committee if these two posts were not combined in
one person and the advice of the Parliamentary
Committee was followed and not disregarded the
Government might have had an opportunity both to
improve the terms of the agreement and to say no
to such of the terms which on second review could
have been found not to the advantage of the country.
The negotiating parties lost a second tier of reference
and final approval. The Commiftee feel that many
of the defects discovered in the agreement and con-
tracts with the foreign collaborators probably would
have been rectified had these been given a second
look by the Secretary of the Ministry, if he were not
also the Chairman of B.S.L.

The Committee are further amazed and dis-
tressed that in utter disregard of the accepted prici-
ples for the appointment of Chairman of Public
Undertakings, and also in utter disregard of the
interest of the B.S.L, itself, Government continued to
have Shri N. N. Wanchoo as the Chairman of B.S.L.
while he was also the Secretary of Ministry of Indus-
trial Development and Company Affairs. Bven Shri
Wanchoo told the Committee that he was dissatisfied
with this arrangement of dual responsibility—Secretary
of the Ministry of Industrial Development and Com-
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pany Affairs and the Chsirman of B.S.L. He was
frank enough to stete before the Committee “in fact
there is disadvantage of she Secretary continuing as
Chairman, As rogasds adverse cffects, my feeling is
that I tried to do the Wbest under adverse circum-
stances. Though I had lot of other work, I had
tried to minimise the adverse effects with the combi-
nation of duties. ...In principle it would have beea
better to appoint @ Chairman some body who had less
burden than I have.”

Shri Wanchoo thus admitted that one or the other
duties assigned to him did suffer. This fact should
largely explain the lack of proper supervision and
coordination and dclay in decision making in many
vital matter which has resulted in dclaying construc-
tion and loss of money.

Shri Wanchoo stated before the Committee that
he submitted his resignation from the Chairman ef
B.S.L. not once but several times and he pleaded to
be relieved. The Committee are surprised that the
Ministry could not find a suitable incumbent for this
post as stated by the present Secretary of the Ministry
of Steel and Heavy Engineering for the last 5 years.
The lcast the Committee could say is that this does
not speak well of our earnestness and efficiency if
Government could not find a suitable incumbent for
this post in 5 years time and Shri Wanchoo was
relieved only when he retired from service.

The Committee do not agrec with the plea
advanced by the Secretary of the Ministry of Steel
and Heavy Engineering when he says that on Mr.
Wanchoo’s transfer from the Ministry of Iron Steel
to the Ministry of Industrial Development and Com-
pany Affairs, the spirit of the Estimates Committee’s
recommendations was fulfilled and the
“basic principle had not been infringed because Shri
Wanchoo is Secretary in another Ministrv and had
no part in advising the Minister for Steel in judging
the performance of Bokaro.” The Secreatry has
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missed the other important principle enunciated by
the Estimates Committee wherein it is stated “it is
fot possible for such an official to give efficient
attention to the affairs of the urdertaking in addition
to performing his nermal duties”. Shri Wancheo
has conceded this peint of view from his own
experience when he stated that he work under his
charge did suffer. The Committee feel that if the
Secretary of the Ministry of Steel felt that he could
not relieve Shri Wanchoo from the Chairmanship of
the B.S.L. on account of his vast experience and
knowledge and long standing association with B.S.L.
he ought to have persuaded Government to relieve him
from the Secretaryship of the Ministry of Industrial
Development and Company Affairs in the interest of
the proper execution of work. at the project.

The Committee find that the management of
B.S.L. itself invited the staff inspection unit to under-
take a study of staffing of the Company as it wag felt
that a study by an independent and specialised
organisation like S.L.U. would be useful to suggest
norms and standards for assessment of work-load and
the requnirements of staff. Consequently, the Com-
mittee are surprised over the statement by the Secre-
tary of the Ministry and of the Managing Director of
BS.L. that S.L.U. wete not competent and experi-
enced enough to do the job and therefore they were
umable to accord and implement the recommenda-
tions of S.I.U. The realisation about the competence
of SI.U. has come¢ to them after the Report was
finalised and submitted and when they found that
S.I.U. have adversély cbmmented upon the staff
strength and pattern. The Committee do not agree
with the view that such a review was not necessary
‘during the formative stages of a project by an
indépendent authority’. On the other hand the
Committee feel that there should be a proper review
regarding the employment of staff/workers in all
categories by an independent and qualified industrial
management expert in order to determine that there
is proper utilisation of the working force and there
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is no overstaffing at any point so that the construc-
tion could be completed both economically and
cfficiently.

The Committee find that in order to take
advantage of the economics of the large scale produc-
tion, the Government decided to have a steel plant
at Bokaro with a capacity of 4 million tonnes. How-
ever they decided to put up this capacity in two stages
and stage one was of the capacity of 1.7 million
tonnes.

The Committee were very much perturbed to find
that the benefits of the scale of production will not
be available to the country even at 4 million tonnes
production. From the comparison of cost of pro-
duction as shown in paragraph 6.5 of the Report it
will be seen that the cost of production per tonne
in all categories of the final products at 4 million
tonnes stage is higher than the cost of those items
produced by Rourkela whose capacity is only 1.8
million tonnes. Thus, the Committee is unable te
find what advantage accrues to the nation by installing
a big capacity unit? The ultimate criteria in decid-
ing the size of the unit could only be the cost of pro-
duction per ton. If these comparative prices giver
arc correct then the Committee feel there is no justi-
fication in having a 4 million tonnes capacity plant
in Bokaro. The Committee feel that the economies
of scale at Bokaro should compensate even a slightly
higher capital investment per ton on installed capa-
city. The Committee, therefore, strongly recommend
that a proper and a thorough techno-economic study
should be immediately made with a view to remedy
the situation so that the nation could have full ad-
vantage of the scale of production and gst steel at
cost comparable to Rourkela if not lower. This
techno-economic study should be made by fully
qualified technical men and economists available in
the country whether in Government and Public Sector
or Private Sector or outside. The Government
should also not feel shy to take the advice wherever
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it may be available whether inside the country or out-
side the country in order to improve the technology
and economics of thé Bokaro Project.

The Committee has also noted that the Steel
rolling mill size at Bokaro has built in capacity for
going up to 5.5 million tonnes. This built in capa-
city should not be put forward.another excuse for
not having Bokaro in the second stage as viable
commercial unit.

The Committee have been told that stage ome
i.e.,, 1.7 million tonnes production stage will never
be viable unit and B.SL. will continue to incur
loss on this stage of production on account of built
in capacity with a capital cost of Rs. 4000 per ton
on the basis of Rs. 670 crores estimates. The Com-
mittee are perturbed to learn that BSL will continue
to lose Rs. 20 crores per annum during the first stage
of production till it rcaches 4 million tonnes produc-
tion. Even if a decision is taken to go in for 4
million tonnes production it will take 4 years to
reach the second stage. Thus, the Committee have
noted that the project is doomed to incur a loss of
Rs. 80 crores.  Therefore, the compulsion of the
situation obliges that Bokaro reaches 4 million tonnes
production stage at the earliest in order to contain
these losses. The Committee note that the Govern-
mont have already taken a decision to go in for 4
million tonnes expansion immediately. The Com-
mittee would, however, like to emphasise and caution
that there is imperative need for a proper tcchno-
economic reappraisal in. order that the 4 million
tonnes stage becomes really a profitable venture.
The Committee would like the Governmernt to take
lesson from 1st stage, of construction so that mistakes
committed in first stage are not repeated. Then
alone it is worthwhile taking a. decision t0 go in for
expansion for to 4 million tonnes.

The Committce would Hke to reiterate that there

_is a need for utmost caution -and strict enforcement

of économy on expenditure both on construction and

900 L.S.—8
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operating cost in view of very heavy capital invest-

ment per ton of steel and in view of the heavy losses
that are likely to take place in the first stage.

The techno-economic study suggested by the
Committee should also determine the product-mix so
that the production at Bokaro will have ready market
both in India and abroad and we do not produce
items which are not saleable or whose cost may be
such that these could not be marketed either in
India or abroad.

The Committee fecl that the Parliament ought
to have been kept informed about the economics of
the Bokaro in the first stage and the Government
ought to have taken the Parkiament into confidence
about the losses that were likely to be sufiered during
the first stagc. The Committee find that the B.S.L.
and Ministry wcre fully aware from the beginning
that Bokaro at the first stage would incur losses.
This fact ought to have been brought specifically to
the notice of Parliament. The Committee would
suggest that in future whenever big plants are set up
in stages the financial implications about profit/loss
in each stage should be brought to thc notice of
Parliament while obtaining their approval for setting
up such plants.

The Bokaro Steel Plant was conceived in 1957
when Government asked Hindustan Steel Ltd. to
take preliminary steps for the installation of the new
stcel works at Bokaro and it will not be before June,
1973 that the construction of 1st stage of the plant
is expected to be completed. Thus it will take
Government more than 15 years to establish a new
steel plent with a capacity of 1.7 milkion tonnes.
Out of this pcriod of 15 years, preliminaries like
calling for Preliminary Project Report. Dctailed Pro-
ject Report and settling the question of foreign aid
and collaboration took about 8 years and the
construction is expected to take about 7 years from
the datc of signing of contracts with the Soviet
collaborators for the supply of plant and machinery.
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Such a long period in establishing a new plant can
hardly be justiied. @~ The Committee desire that
Government should give serious consideration to this
matter to reduce the time lag in establishing new
projects in future.

Originally Bokaro Steel was to be financed out of
the foreign aid from U.S.A., but this request had to
be withdrawn because of the opposition in the U.S.
Congress. Then the Government of India received
offer from U.S.S.R. for financial and technical aid
for setting up the Bokaro Steel. The USSR Govern-
ment offered credit up to Rs. 166.6 crores on a
liberal terms bearing an dnterst of only 2.5 per cent
repayable in 12 years.

As a consequence of this offer a D.P.R. was
prepared by the Soviet collaborators and submitted
to the Government. The Committee find that M/s.
Dasturco who were the General Consultant of the
Ministry were side-tracked and according to Dastur
he, was mot associated in the technical discussions with
the Soviet collaborators in August, 1964 and there-
after which had important techncial implications and
ultimately resulted in a high cost project. The
D.P.R. submitted by the Soviet collaborators was no
doubt examined by a big technical committee consis-
ting of 22 persons. But this examination of the 28
volumes of the D.P.R, was done in hardly a month’s
time.. The Committee feel that the D.P.R. deserved
a far greater scrutiny and that it was not given a
proper technical appraisal on the basis of which
investment decision of over Rs. 600 crores ought to
have been made.

The Committee feel that the examination of the
D.P.R. by a Technical Committee can normally
provide a second opinion. Effective scrutiny by the
nature of work itself can only be made by a closely
coordinated, competent, consultancy organisation.
D.P.R. has to be reviewed not piecemeal with loose
association of pieces but as an integrated project

report.
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The Government finding the cost of the project as
submitted by Soviet collaborators as very high, com-
missioned M/s. Dasturco for a cost reduction study.
But before even getting such a cost reduction study
report from Dasturco the Government signed agree-
ment with the Soviet collaborators for the supply of
equipment, drawings and for rendering technical
assistance. M/s. Dasturco were given only seven
weeks time to produce a cost reduction study on this
voluminous report, which they produced suggesting
a cost reduction of Rs, 107.5 crores in the 1st stage.
Dasturco however prefaced this report stating that
‘due to the very limited time available only major
items -of reduetion are indicated and further scope
for cost reduction exists, and could be realised by
continuing study and implcmentation during the
engineering and construction of the plant. The
Soviet proposals on techmology and equipment are
retained as far as possible-and changes suggested only
where  the rcsulting benefits were substantial’. Ac-
cording to B.S.L. this cost reduction study lacked
detailed technical - design -basis, detailed cost calcula-
tions ‘and break-up of cost savings. However, with-
out obtaining the required information from M/s.
Dasturco and: without studyiag in detail the sugpes-
tions made by them, the Government sent a delegation
to: Mescow to discuss: these proposals with the
Soviets. The: Commitsee:find that no serious worth-
while cffost was made to reduce the cost and ulti-
mately a reduction -of .only Rs. 9.5 crores was
obtained. The Committee have found that the
negotiations with the Sowiets were rushed through.
The Committee feel that the Government ought to
have. insisted on having esough time for considcration
of the DP.R. and other. connected matters and not
allowed themselves to be stampeded into entering
important agreements without proper and detailed
scrutiny.

The Committee are constrained to observe that
while on the one hand in the preparation and the
execution of the project there has been inordinate
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1.6

7.7 to 7.9

delay resulting in burdening the project with consi-
derable increase, in the capital cost, cn the other
hand on critical occasions when through careful
scrutiny  considerable economy could have been
achieved, decisions were arrived at with unconscion-
ablkc haste.

The Committee find that the agreement entered
into with the foreign collaborators had vital omission
like absence of any component-wise phased delivery
schedule in accordance with the needs of the project.
The result was that while on the onc hand the sup-
plies were deficient to the extent of 10,000 tonnes
for the first blast furnace a large number of items
of rolling mills required much later haw already
been supplied.

The Committee feel that had the two posts of
Chairman of B.S.L. and the Secretary of the Minis-
try of Iron & Steel not been combined in one person,
the Ministry could have an apportunity of making
an independent review of the whole negotiations and
agreements between B.S.L. and the Soviet colla-
borators.

The Committee find that in the case of Bokaro Steel
Plant, the Government/B.S.I., management depended
heavily on the advice of" foreign collaborators. It
was decided: to call for another D.P.R. from the
Soviets -although ‘Government already had a D.P.R.
prepared: by M/s. Dasturco because according to the
Chairman, B.S.L. “there was undoubtedly Russians
insistence that they would do the D.P.R. themselves”.
It was proposed in 1964 to appoint M/s. Dasturco
as principal consultant for Bokaro Stesl Ltd. and
this was also announted in Lok Sabha on 9th April,
1964. But this' position was reversed and the
Soviet' collaborators were appointed as principal
consultants because the: Committee were told that
‘Soviet authorities were not ‘willing to accept Dasturco
as principal consultant for the project and they said
that -they ‘must remsain in full and final authority of
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the project although they would associate Dasturco,
and this fact was told to the Secretary of the Ministry
and the Ministry concerned’ although the Committee
could not get any written evidence to confirm this
insistence of the Soviet collaborators. Again M/s.
Dasturco suggested in their cost reduction study that
it was possible to effect savings to the extent of
Rs. 107.5 crores in the first stage of Bokaro even if
the basic assumptions in the Soviet D.P.R. were
accepted. But savings to the extent of only Rs. 9.5
crores could be given effect to because according to
the Chairman, BSL the position was that ‘the Russians
were the primary consultants for this project and we
were not in a position to say that whether they liked
it or not we would act Dastur’s line of thinking.’

India has enough experience of steel industry.
Apart from two steel plants in the private sector set
up years ago, the Government had experience of
setting up three steel plants in the public sector.
The forth steel plant at Bokaro was to be set up
largely on the basis of experience available in India
and the bulk of its supplies were also to come from
the indigenous sources. Dr, Dastur was brought to
India and M/s. Dasturco commissioned as a steel
consultant for B.SL. The Committec, however,
find that for setting up Bokaro, the Government had
heavily relied upon foreign know how and expertise
which is now being supplied by the Soviet collabora-
tors. Dasturco from being the principal consultant
were reduced to doing consultancy work only in
respect of indigenous supplies from private sector
and the major responsibility for sctting up of the
Bokaro was taken away from the Indian hands.
The Commitee are not opposed to having assistance/
advice from forcign collaborators but Government
should never abrogate its right of taking final decision
in such matters taking into consideration all the
relevant factors including the available advice of
Indian experts; and having taken certain decisions
after examining all pros and cons they should not
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7.10 to 7.11

7.12 to 7.13

feel shy of owning the responsibility for such deci-
sions instead of blaming the foreign collaborators.

The Committee feel it is the Government’s
responsibility that the forcign aid available on liberal
terms from friendly countries is put to best use.
There is no justification for accepting any project
report which the Government is not satisfied is in
the best intercst of the country only on consideration
of making use of liberal terms of foreign aid. The
Committee, therefore, are not happy to note from
the statements of the Chairman BSL and thc Secrc-
tary of the Ministry that they were more or less
compelled to accept the position because thcy were
obliged to do so by the country giving foreign aid.

The Committee regret to note that according to
the revised schedule that 1st stage of Bokaro Steel
Plant will be delayed by about 27 months as coni-
pared to the original schedule. Even this revised
schedule is subject to various uncertain factors. As
a result of delay in construction, the losses amounting
to Rs. 32 crores on account of production, and
establishment cost amounting to Rs. 6.75 crores have
become unavoidable.

The Committee are not convinced that even the
revised target dates of completion of 1st stage will
be adhered to because of the various uncertain factors
that have been brought to the notice of thc Com-
mittee and if the present completion dates are not
adhered to the, resultant losses will be more than what

has been estimated.

The Committee very much regret to note that
the Ministry has failed to sct up an efficient adminis-
trative set up for BSL which could be equal to the
task to conmstruct and erect a Steel plant of such a
huge dimension within the stipulated time and within
the estimated costs. As a result the target dates
of completion have been revised twice and the costs

have been increased by Rs. 90 crores.
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7.14 to 7.15

The Secretary of the Ministry during the evidence
before the Committee admitted that “there have been
some organisational failures on the part of BSL”
which failure. was also respemsible for thc delay in
comstruction and. losses, The Committee were, told
that in order to improve their management technique
they werc now introducing a .system of net-work
analysis which would be done by Dasturco. The
Committee were informed by Dasturco that: the
Bokaro Project is in a mess from the very beginning
becausc there is no proper consulting engineer on
the project. It is the fynction of a consulting engine-
er apart from drawing w®p the correct project, an
ecomomic project and a viable unit, also to do
during the design and construction stages the complew:
coordination scheduling, supervision, follow up and
expedition. All these items were a part of out
work: which we were supposed to be doing. It was
taken out of our work and no body is doing it
The Committee failed to get g satisfactory answer as
to why proper steps were not taken from the very
inception to organise the management on such lines.

The Committee find that there has not been
proper thought and urgency shown in the constitution
of board of management and to find a suitable
incumbent to replace the Chairman of the Company
who was also the Secretary of a Ministry and as a
result of this dual responsibility, as admitted by the
Chairman BSL himself, onc of the duties of his dual
charge did suffer.

There was no team of functional directors on the
Board of Directors. Neither there was any hierarchy
in Board so that if the top executive retired or
resigned someone from the Board who had the
necessary experience and background of the problems
of Bokaro would step into to take his place. Each
time a vacancy occurred the Ministry get at the
loose-ead and they had to find a new man for the
post who was bound to take his own time to acquaint
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7.17

. himself with the problems which resulted in tempora-

ry setback.

In thc appointment of the Board of Management
the Commutice would like tne twin principics ol
functionalism and necessary managenal heirarciy to
be organised in the incrcasingly accepted coatuxt ol
operating as a Constedation.

The other major failure noticed by the Cuu-
mittee was in matter of supplies of equipment trom
indigenous sources, largely from the public sector
undertakings and also from the private scctor lac-
tories. The Committee were surprised to find tnat
inordinate delays took place in settling details of
drawings, delivery schedules and thc prices from tue
public sector undertakings particularly HEC and
MAMC. Even the revised delivery schedulcs were
not being adhered to by them. The Committee very
much regret to notc that the Government failed to
provide the necessary leadership to arrange tiis co-
ordination among the public sector undertakings, so
that the supplies to Bokaro could be made in time
in order that the schedule of the Bokaro was nnt
upset. The Committee hopes that in future at least
the Government will see that all thc supplies which
Bokaro has to get from the public sector units are
made in time and according to schedules of delivery
and at agreed price, and necessary measures are
taken so that the Bokaro is not delayed on that ac-

count.

The Committee are perturbed that the estimates
of the cost of construction are mot only very high
for Bokaro, but also are not being adhered to. As
against Dasturco’s estimate of about Rs. 600 crores
for 4 million tonmes plant, the capital cost for Ist
stage itself for a capacity of 1.7 million tonaes will
be Rs. 760 crores as against the original estimatcs of
Rs. 670 crores. The Committee 2lso find that in
spite of having a plant with a large capacity which
should result in economies of scale the cost of pro-

e e e o e e et
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duction per tonne.at Bokaro Steel Plant cven at 4
million tonnes stage will be higher than at Rourkela
Steel Plant. This matter deserves scrious consid-
tion. The higher cost of production will not o
ctiect the financial viability of Bokaro but high cost
steel will adversely affect the entire ccomomy of the
country as the production cost of all industries using
steel would go up. The Committee, thereforc, urge
that there is need for a proper techno-economic
reapprais.. " order that the 4 million stage becomes
reaMy a pcofitable vemture. This study should be
made by fully qualified technical men and cconomists
available in the country or from outside. The Com-
mittce would like that this report together with the
Government decision may be isid on the Table ol
both the Houscs so that the Parliament may get an
occasion to express itself.

56 7.18 The Committee find that Government have
already announced a decision to sct up threc more
Steel Plants at Visakhapatnam, Hespet and Salem
in the Pubfic Sector. Compreheasive details about
those proposed steel plants have not been made
public. The Committee rccommend that Govern-
ment should without delay bring out a comprehens.ve
White Paper conmtaining essential information about
the size of the plants, the capital investment involved,
the product-mix and the ratiomale thercof, and in
particular the economics and prafitability of each of
the plants. The Committee, nced hardly stress that
the White Paper should be prepared most carefully
50 as to give precise and realistic estimates of vital
factors which have a bearing on the working of the
steel plants so that Parliament and public have clear
idea of thc resources which are being committed to
thesc plants and the benefit which would accrue to
the country therefrom. The Committee expect
Government to take specific approval of Parliament
to the setting up of these plants which are expected
to play a crucial role in the development of economy

of the country,
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