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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been autho-
r.rlsed by the Committee to present the Repon on their behalf, present tbit 
'Sixty-cighth Repon 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 repro-
1ICIltatives of Indian Refractory Makers Association on 15th July, 1969; 
the representatives of All India Manufacturers Organisation on 16th July. 
1969, the representatives of Bokaro Steel Ltd. on 6th and 7th August, 1969, 

"'the representatives of Heavy Engineering Corporation and H"mdustan Steel-
'-works Construction Ltd. on 13th August, 1969 and of the represenfatives 
of Bokaro Ste.el Ltd. and the Ministry of Steel and Heavy Engineering on 
the 17th, 18th and 19th December, 1969. 

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

5. The Repon 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 M"mistry of Steel 
and Heavy Engineering, public undertakings and non-official organisations 
for ~iacing 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 llDd placed their Considered views before the Com-
mittee. 

7. The Committee 'also place on record 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 
~f India. 

NEW DELHI: M. B. RANA. 
April 27, 1970 Chairman. 

Vaisakhrl 7, 1892(S) Committee on PubUc Undertaking!.. 
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INTRODUcroRY 

A. Historical Background 

In 1948, the Government of India commissioned three feasibilQty studica 
for the development of iron and steel works in India. In evaluating th,' 
sites the consultants were guided by considerations of raw materials. water 
power and traffic, location, products and profitability, etc. All the threo 
consultants-Koppers of West Germany, Mckee of U.S.A. and I.C.C. of 
U.K. agreed that Madhya Pradesh and Orissa shoukt 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 Bo~d one at 
Durgapur-were 'adequate in area for a stcclworks and a township. They, 
however, rejected the western site at Bokaro which presented difficulties in 
site 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 rejection of Sindri and thus location of the third 
aeelworks at Durgapur was accepted. 

1.3. Having chosen Durgapur as the site for the third steelworks, Gov-
ernment decided in September 1955 to develop 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 Itce1 ¢allt 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 Bobro area, including a railway bridge across the river Dama. 
dar at Botaro and adequate road communiCltien. 

1.4. Bokaro was, in fact, selected because in raw material anembly and 
in distritnWon costs, it is comp"arab1e to Sindri, which the feasibility studies 
of 1948 and the Colombo Plan Report of 1955, considered attractive. 
Since 1955, the Bokaro site has, with the construction of Muri-Chandra-
pura railway 1ine and the road bridge across the river Damodar, become 
Kcessible. 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 
liver. Bokaro, like Durgapur is a coal-based plant. 
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.. btU' I .... of Bobro s..a 1M. 

1.'. The BoUro Steel Ltd. was incorporated on the 29th 1anuary. 
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-
cluding the development of ancillary facilitiCII namely, the township, water 
and power facilities, development of sources of supply of raw materials in-
cladina openina of 1ime-stone mines at Bbavanatbpur in Palamau district of 
Bihar aad at Outeswar in Madhya Pradesh. Before the formation of the 
Comp'aDy, the affain of Dobra Steel Project were being bandied by 
HiDdustan Steel Ltd. 

"tlim/nary Project Rtport 

1.6. In 1957, Government asked Hindustan Sttcl Limited to take pre-
Iiminuy steps for tho instaDation of the DeW sted works at Bokaro. As a 
result of this decision, Hindustan Steel commissioned Mis. M. N. Dastur 
" Co. (Dastut Co.) to prepare a preliminary project report. In their 
report submitted in 1959, Dastutco estimated that the demand for ftat pro-
ducts by 1965-66 would be of the order of 3.3 million tonnes and consider-
lna the capacities established and in the process of establisbmeut, ~ 
would be a shortfall of 1.6 minion toanes. They, therefore, suggested a 
2 million toaae intestaled steel works at Dobra to produce 1.37 million 
tonne of fiat products. Tbcy also suggested an alterative product mix 
contistinl of 0.8 million tonne of ftat products and 0.7 million tonne of 
btllets. The capital cost was estimated at Rs. 2,150 million. The report 
'WII gcoeraJly acc:epted by HSL and the Government. 

1.7. On the basis of the preliminary report and further discussions with 
the Government of India and Hlndustan Steel Umited, Mis. Dutur " Co. 
wen: commissioned in May, 1962 to prepare the Detailed PlOjed Report. 
This report was submitted in July, 1963. Accordinl to Dasturco's report, 
the estimated cost or the Plant for Stage I (1.5 mUlioD onne) was Rs. 3,577 
miDion with a foreign exchange component of Rs. 1.516 million. The 
capital outlay for the 4 million tonne plant was estimated at Rs. S,586 
mUliaD. with a foreign exc:hanp component of Rs. 2,276 million. 'The 
above estimate did DOt include the cost of off-sitc facilities, which was esti-
mated at RI. 431 mi1liota. Stage I construction wu expected to be com-
j)1eted by 1967-68 and Stage n (4 million tODllCS) by 1970-71, on the 
.assumption that the work would COI'DIIletlQ: from October, 1963. The 
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aunual capacities for the first stage of 1.S miDion tonne and the second stalC 
d <4 milJioo toanes we.ro proposed as follows: 

Iat~ 2.Ddstqe Alternative 
(I'S (4 MIT) (with plate 

mill) 

(Figures in thousaDd tonncs) 

Hot-rolled Sheet aDd Strip 26S S7S SI4 

Cold-rolled Sheet aDd Strip 310 l,06e 160 

.Qa!vlDited Sheet. 210 410 410 

Liaht Plate • 2S0 6SS SSO 

Tin-Plate . 220 

Heavy Plate. 420 

1,09S 2,920 2,814 

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 estimated at 9,300 mQll and 16,000 
men at Stage I and Stage II respectively. The break-up of these totals was 
as foDows: 

Stage I Stage II 

Pr~De~ 

Cote Oven S72 1,093 

Sinter Plant 2,36 

Blat FurnceI • 460 809 
LD Steel Melt Shop . 682. 1,188 

Rolliag Mills and Finishiq 2,290 3,979 

AMJIjary IHpartrnmU 

Mehanica1 Servicca . 1,699 2,995 

EJectrical Services 838 1,260 

GeDeral Services 1,325 1,874 

Ceoual aDII Area Laboratories 360 730 

AdminiltmtioD and other semc:es . 1,071 1,392 

9,303 15,556 
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1.10. The project repon submitted by Mis. M. N. Dastur &. Co., W¥ 

ICrUtinised by a Technical Committee 'appointed by the Government of 
India. However, no further work could be done on this report in the 
absmcc of any foreign aid. Mis. Dastur & Co. were paid Rs. 3 lakbs for 
the preliminary project report and Rs. 60 lakhs for preparation of the De-
tailed Project Report. 

v.s. Steel Corporation Report 

1.11. Meanwhile following the Government of India's proposal that 
U.S.A. should assist te&hnically and financially in the Bokaro Steel 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. The U.S. 
Steel Corporation submitted its report to A.I.D. in 1963. 

Salient features of the U.S. Report 

1.12. This report envisaged a 1.4 million tons plant at Bo1caro rising 
in two stages over a period of 10 ye~ to 4 million tons. The product-
mix proposed for the three stages was as fonOW!: 

H.R. Sheets, strips and steip • 

C. R. Sheet. aDd.trIp • 

GIlvanised sheeta 

Plates 

TOT"u, 

S~ (I '4 
Stage II 
(%'S M/T) 

Stage III 
(4 MiT) 

(Quantities in thousand tons) 

300 500 860 

250 600 1.000 

130 130 300 

360 570 7S0 

1.040 1,800 a,910 

1.13. The repon further envisaged that the first blast furnace would go 
into opel'ation in January, 1968 and construction of Stage I would be com-
pleted six months la£r. It was indicated that it would take 30/36 months 
from the starting up of the fint blast furnace to achieve rated steel produc-
lion capacity of Stap I i.4. by 1971. Stage n capacity was expected to be 
ready in 1975 and Stage m 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 
flam the u.s.A. for ~ the. foreign exchange cost. The additional 
.vestment in Stage n and Stage m was estimated at $245.155 million and 
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'$340.183 million respectively. Corresponding additional foreign exchange 
investment was estimate.d at $162.367 mi1Iion 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: 

P70duct 

Coxe . 
Hot Metal 
Ingot average 

Plate light gauge 

Hot rolled sheet and strip (18 G.) 

Hotrolled sheet cut strip (lOG.) 

Cold rolled sheet cut deep drawing 

Cold rolled sheet cut commercial 

Cost including excise duty and 
depreciation 

(million $) 

10.45 These figures exclude ex-
22.50 cise duty and depre-
36.53 ciation. 

105.43 

112.84 

108.58 

144.08 

129. 69 

1.15. Stage I was not expected to be profitable largely on account of 
the heavy burd::n of excise duty and other !imports 'and inte.rest cn loan. 
The 'break-even' point was expected to be reached with full production in 
Stage II. 

1.16. Construction of the plant was expected to involve about 20,000 
men. For op!rationand 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: 

Production Labour 

Departmental service labour 

Operating departmental maintenance and roll shop s 

Central maintenance shops and gangs 

Genasl plantttansportation 

Gencratplant aervlce labour 

Management Staff 

Non-Management Staff 

TOTAL 

2,235 

1,131 

312 

1,137 

1,339 

8,176 
or8~' 
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1.17. It was eatimate<l that the management of the s1x:e1 plant would! 
be entrusted to an An#:rican team for a period of 10 years and maximUIIL 
Dumbor of 670 American tecbniclans would be required during this IOf 
yean periods. - ". 

Soviet Project Report 

1.18. Due to the opposition in the U.S. Congress, the Government ot: 
India, howe.ver, withdrew the request for aid. In May, 1964, the Soviet 
Government offered financial and technical aid for the setting up of the' 
Plant. 

1.19. An agreement was signed on 25th January, 1965, between thee 
Government of India and the Govemment of USSR for financial aid and 
technical collaboration for the establishment of the Plant. The Government 
of USSR also extenood 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 twel~ years .. 
In pursuance of the Inter-Governmental agreement a contract was signed 
bctv.'Cen 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 preparatiolt. 
of he Detailed Project Re,port. 

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 
01. public funds to have agreed to the preparation of new DPR by the 
Soviets. On 5th May, 1964, only a few days after the acceptance of tho-
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 modifi06tion was envisaged by the ~ 
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 "tMre was undoubtedly 
Russians insistence that they would do tbc Detailed Project Report them-
.elves 8D(l we accepted their position". The Secretary of the Ministry, 
also stated that ''from the notes and records which I have seen it is quito-
dear that the Russians continued to maintain that they Ulust be anowect 
to go on with the Project Report themselves." 

1.22. The Detailed Project Report was submitted on 22nd December~. 
1965. The cost of the worb as per that report was Rs. 7,712 miUiODl 

.' 
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including Rs. 3,200 million for cost of imported equipment for 4 milli()D) 
tonne stage. The corresponding figures for 1.7 million tonne stage were-
Rs. 5,400 million and Rs. 2,200 million res~ctively. 

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-
II 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 examined by a Technical Committee which su~ 
mitted its Report towards the end of January, 1966. On the basis of the: 
Report of the Technical Committee ~e D.P.R. was accepted on the 29tbt 
March, 1966. 



n 
CONSULTANCY AND COLLABORATION 

2.1. An ap.--ment was signed with M/s Tjazbpromexport 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 
d Soviet Specialists to Bomro for the purpose. Another contract was 
aiped for til: supply of working drawings. 

2.2. On 25th February, 1967 a contract was signed with M. N. Dastur 
It. Company under which they were engaged to work as 'Indian Consulting 
Engineerres' in n:spect of 1.7 million tonne stage of Bokaro for a period of 
7 years from lst January, 1966 at 'a fee 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.SA. Explaining the circumstances under which he came to 
India Dr. Dastur informed the Committee as follows: 

"When I was in the States, in 1954-1 said I was an American 
citizen then-I was sent to India on a 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---I 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 he.re. 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. 
Bhooth'alingam the then &.'CI'e.tary of the Ministry of Commerce and Indus-
.try in which it was stated as follows: 

••.... India badly needs one Or two consulting engineering finns 
and I feel confident that if you set up an organisation in India, 
there would be considerable scope for it. My Miois1cr to 

8 
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whom I showed your lett~r. ~ of. the same yi~w. As y()u ~V*-
there ~e,quite a mpnber of excel1cnteJiian~fs ~~4t.~ 
if"some ope @:e you,t~es tllp initiative, it should not be diffi .. , 
cult to get together a first class team." 

. . ,_';1 

2.5. The Committee were also informed that in the next three years 
tbe CompaJ\J suca:ssfully handled various projects lin the.. private sector 
such as a ferro m'anaganese plant for 1:atas secured against severe inter-
national competition and completed 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. 

I'. 

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

"The Committee consider it unfortun'ate that Government have not 
so far found it possible to utilise for the steel plants as well 
as for the ancillaries such as ore mines, limesto.ne 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 Mis Dasturco were asked to prepare, a Prelimi-
nary Project Report for Bokaro Steel Plant, for which they were paid Rs. 3 
Iakhs. 

2.18. This report was submitted in 1959. In May, 1962 Mis Dasturco 
were commissioned to prepare a De.tailed Project Report for which they 
were paid Rs. 60 lakhs. This Report was submitted in July,. .J 963 and was 
scrutinised by a 'Technical Committee' appointed by the Government of 
India unOOr the Chairmanship of Shri Suku Sen, Technical Adviser of 
Hindustan Steel Ltd. 

2.9. The Technical Committee r~~~~~ended the a~ptance of the 
ReP9rt. The Technical Committee incJudro, Mr. S. I. Malyshev. tbtr top 
Soviet, Steel Export at Bhilai. ,In a letter dllted,7th October, 1963,:written 
by him to the Chairman of the Technical Committee he stated as follows : . 

"On going through the project report th~Jlgb in,not much ~f. the de-
tail I feel that the design orgaqisation, (Dastu,rco) 'which pro-
pared these materials arc having all the Potentialities to work 
~ut, ,the ~aI W9rl$g ~a~gs ;and also to. supelYist? th~ ,pro-
gress of construction of the steel plant which must be- built in-
corporating the last word in development of steel techno-
logy .... " 

900 L.S.-2 
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2.10. In April, 1964, a draft aarecmeat was mwaJed with Mis. Dastar-
Ie Co. for tbcir eopneeriDg and CODJUltancy services for the setting up of 
Botaro Steel Plant. According to this draft agreement M/s Dastur " Co. 
were to be appointed as Couaulting Engineers for 1.5 million toDDe &tap 
at a total fee of Rs. 68 million for six years from April, 1964. The scope 
of work iDcluded the normal consulting engineering services such as: 

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

(li) Preparation of general layout of the works; 

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

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

(v) Preparation of Tender Documents for plant machinery and 
equipment and to examine, scrutinise, recommend as to SiJil-
ability and reuonable.ness of price; 

(vi) Preparation of 'all drawings required for the establishment of 
the works; , i 

(vii) Overall supervision of construction and erecti0n; 

(,iii) Arranging guarantee tests for the different plants units; 

(Ix) Arran8ing guarantee test for the inlcgrated o;>eration 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 Steel also announced in Parliament on 9th. 
April, 1964 that they had decided to 'award the further engineering of the. 
project to the Indian engineering firm Mis. Dastur & Co., who had prepared 
the detaJ1ed project repon. The contract for: consultancy had been agreed 
upon and the firm will continue to engioo.!ering work they had already ini-
tiated in lUlticipation of this settlement. 

2.12. Th.: Committee were also informed by Dr. Dastor that: 

""When trouble was experienced in getting assistance from the U.S. 
on Botaro and India withdrew its request for aid, it was 
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plaIUled to call world tenders on separate plant cfepartDleID 
from U.K., Germany, Japan etc. who were not able to finaD<le 
the whole project but were interested in providing limited aid. 
This was considered the best approach as it would not tie the 
whok project to anyone 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 meetings 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 Mis 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 absence of such a clear stand 
perhaps encouraged the Soviets to dictate terms later. During the Moscow 
meetings it h"ad 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 h"ad important technical implications and ultimately 
resulted in a high cost project." 

2.14. On 25th January, 1965, an agreement was Sligned between the 
Government of India and the Government of USSR for financial aid and 
technical colIaboration for the establishment of the Plant. The Govern:' 
ment of USSR also extended a credit upto 200 million Rouhles, equivalent 
to Rs. 1,666 million at post devaluation exchange ralc of rupee for th~ 
purpose of meeting the foretJign exchange cost of the plant, bearing an iiltC'-
rest of 2.5 per cent and repayable in twelve years. In pursuance of th~ 
Inter-Governmental agreement a contract was signed between the represen-
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 December, 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) 
'3. Shri R. D. Lalk'aka (Dasturco) 
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4. Dr. A. N. Mukherjee (HSL-Bhilai) 
5. Shri K. C. Mohan (HSL-CEDB) 
6. Shri P. K. Chatterjee (TlSCO) 

7. Shri C. S. N. Raju (HSL-Durgapur) 
8. Shri T. V. S. Ratnam (Dasturco) 
9. Shri S. V. Raman (HSL-Rour~e]a) .- . , ": 

~O. Sbri A. Bajekad (~Rourkela) 
11. 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. ~1ri T. S. J(ris~n~urt9y i(HSL-Bhilai) 
16. Dr. D. B. Sikka (NMDC) 
17. Shri B. B. Engineer (Tiseo) 
18. Shri B. R. Pai (NCDC) 
l.9. ~ A.K Mitra (~ent Df Mines & Metals) 
20. Shri O. S. A. Saldanha (S. E. Railway) 
21. Shri P. V. Raghnva Rao (S. E. Railway) 
22. Shri Joginder Singh (DGTD) 

2.15. In this connection, Dr. Dastur statecLduring his evidence before 
the Committee that when this te.cbnical committee was formed "We object-
«l We said that a report like that-tbe Soviet repon had ~me in 28 
wl~~had to be sccptipised by 8 competent body which should sit down 
with the report and take. a few months to go <Wer it and to come out with 
certam meanUlgful. conclusions. but that:was not the work of a committee; 
tbe. Committee could only sit on the conclusiOllS of a body which had 
worked on the report. But tbe committee could not scrutinJ.~ a repon in 
2&v~ume.&. However, the purpose w'as not to, have the reI'M scrutinised 
The purpose was just to show that there was a committee 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 Commit1lce 
the Project Report was accepted on 29t~ March, 1966. Following the 
acceptance of D.P.R. submitted by the Soviets, an agreement was signed 
with MIs. 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 the plant and .. deputatKm·· sf· Soviet Specialists to 
Bokaro for the puipose. Another agreement was signed for the supply of 
.wkiDg citawiDp. 



2.1",'. Inter-Governmental agreement signed between the Government 
1)fIndia.81tchheG"vemment of U.S.S.R. on 25th lanuary".1965, ctMsaged 
that the Indian and the Soviet sides will promote maximum participaltilil 
of Indian Organisations in the designing of the works and the supply of 
,~wpment '~d materials because in both the fields it was stated that a large 
capacity existed ,in the, countr"Y'. On' 25.th Feb~liarr, 1961 a' conlract was 
.Signed ·with'M/s. Dasturco ''linder' whIch they wei'e 'enga~d to work as 
'Indian Consulting Engineers in respect of 1.7 million tonne stage of 
Dobra for a period of 7 years for 1st January, 1966 at a fee of Rs. 18.35 
inillion. Their functions 'are as follows: 

(i) To prepare and submit tender documents in respect of such. 
portions of the plant ,machinery 'and 1t!quipment as are outside 
the scope of supplies of Soviet suppliers, and to be procured 
from private sector companies and . also to examine and 
scrutinise and advise, on suit'ability 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 thaIr pubHe sector com-
panies in India, to examine and 'scrutinise the" tenders and 
recommend their 'ac~ptance.·" -"" 

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

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

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

(vi) To provid~ designers' supervision for units for which design 
will be prepared by them.'" 

(vii) To assist the Company in the discussion with the suppliers on 
division of equipment and se~es. . 

2.18. During evidence Dr. M. N. Dastur informed the Committee that 
originally the Company was supposed to: handle complete engineerm, 
work on Bokaro Steel bnt after the agreeinent with USSR the major part 
of the work was taken out· of 'the handS af the tompanY and they were 
assigned a minor rote in the Bok'aro Project. 
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2.19. QuociDa the J'CUOGI for it, Dr. DIICUr Itated ill his cvideDcc • 
fallows: 

I. 

.. 

"Jt depeDds OIl the stand that our Government takes. Only rec:ad-
Jy we bad been iDwted by the Ceylon Government to work oa 
• project which the RUIIiaDs bad built for them. That WIll 
about thel Rolling Mill. The Ceylon Government found that 
thia rolling mill COlt them four times of wbat it should bno 
COlt. They were buyiog the billets from Russia. Then they 
started buyiog them from MylOre Steel Works, Bbadravad. 
They were not very happy. 'l'bey started buying billets from 
the Hindustao Steel Ltd. Even then they were not "1:ry 
happy. In fad, 1ut year. for two montba their plant wu com-
pletely shut down as there were no biDets supplies from the 
Hindustan Steet So, they thought of putting up a biDet.-
makins plant of their own. They requested the RussiaDs. 
Tho 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 people came to know about our work 
because we have dOne similar work for a private party ia 
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. I 
will give you another example in India itself. The Medru 
Government wanted to take up a project and just at the time 
of Bokaro we bad prepared the project report for the Madras 
OoYernlDClDt for a billet making plant Along with Bokaro 
we weore kicked out of this project also because at time the 
Government was completely in the bands of Russians and they 
were feeling that they bad 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. because the plant which should have cost 2! crores 
of rupees is costing Rs. 7 crores of rupees. And the poor 
Mactru OcwemmeDt are bearing the entire cost. They could 
not afford such W'Iste and when they tried to bring us bact 
into the picture as their consultants, the Soviets objected to it. 
Tho Madras Oovemmeot stood finn and told them 'you don't 
baWl to worry about it .. they are our consultants and we 
know them. t Today we arc there on that project. Our 
people are at aile WOttiDa with the Russians. 

Ja fad. it was DOt the fault of the Soviets. This whole thing was 
eqineered by our own people and there is cnouab on evideace 
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10 abo" how it was done.. Once the Soviets bad been put is 
a position where they had to turn us down, DOW it is a quea-
lion of face saviq with them and they would not like to JO 
back on nat they had done once. However, they have acc:pt-
td lIS after that on tbe project as Indian ConsultaDts." 

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

'·Or. Dastur wanted to be the principal consultant for the project. 
The Soviet authorities who gave 200 million Roubles were not 
wiDing to accept this. They said this to the Minister, t8 me 
and they said this at aJ) 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 Mis. Oasturco with the 
discussions held with the Soviet Team in August, 1960, he stated that: 

"Dr. Dastur 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 se.ver'al days and unfortunately 
we were not able to persuade the Soviets to give a large chunk 
to Dasturoo. Therefore it was more or less settle.d at that 
time as to what exactly the Dasturco will be getting. Then 
the August, 1964 meeting 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 M'mistry 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 an their experience and expertise I 
tbink that Government rightly felt it was not proper to So beyond what they 
(Russians) actually accepted in regard to Dastur." 

2.23. TIle eo ..... &ad ... Dr. M. N. o.c. was eacouragecl by 
tile GciYelaweut to set up • cow-Jtwey semce. Be W8I also en~ 
widI die.... eat of preparing • preIimiaary project report .... also 
later a D.P oR. at a tobd cost ef Rs. 63 1akIas. The D.P oR. was also made 
use of by die RIIssiaa colWJonlton. fa short. MIL Dastar II: Co., were 
oar ee""M' ... Reel, as W8I also sfafed ia die Lot SebIIa. 
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2.28. D8stun:o was also asked to make a cost reduction study aftee 
algning the Memorandum on the acceptance of the D.P.ft. TIle Commiitee. 
1Io"'ever, feel that this ougbI to have been done before signiag the Ml~mo­
random of acceptance. It was exflained to the Committee that the 
agreement bad to be sigDed within two months of the submission of fhe 
D.P.R. The CommiUee feel that the Goveriunent should have resisted 
being stampeded mto signing socia an important agreement without _ proper 
and detaiJed scrutiny. ' '" ,U d 

2.29. The CommiUee have found during the coorse of its examinations 
of the Public: Sedor Uadettaldap dmiDlthe last two. years, namely, 
I.D.P.L,M.~.C., U)'.C.1Iild Bokaro Steel Ltd. that the _vice of tile 
Indian cxperD was ipOred In prektenee to die advice of the foreign co.la. 
borators of dIese aaderf:akblp The result fa al tbelle cues .as ItOt been 
laappy. TIle fore ... e.,em llave _ IIJIIttecI bowIedge or aft practitaIIy 
110 knowledge of die condI8Das ~in.... Tltey .... geaerally 
guidfll by their own ex~. . 'I1Ierefere. to com ..... y side-trIIck tile 
Indian experts is DOt a corftd ...... to do. The URdettaIdngf _ad the 
Government will do better In future 11 tIaey keep this in view. Tile Com-
adttee would abo' like that In Iotare H tile GovfllllDenl dedde t~ overrule 
the advice of the Indl8n ~xpem If Is better Chat the reuons may tile fully 
tecotded !i() that at a fatare' elate tbere may be _ proper appraisal of the 
views of die expem Ud the decisions of tile Govemment. 
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PROJECT ESI1MATES 
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3.1. The capital eatimates tor Bokaro Steel Plant as per D.P.R. 
Abmiated by tho Sovieta on 220cl December, 1965 was R.a. 7,712 million 
8ehadiD. Ra. 3.200 ~ for COlt of imported equipmem for 4 million 
laDUe ItaP. Tbe c:orreapoadiDa fiaure for 1.7 million tonne stage was 
:Rs. 5,400 miJljOJl aud Rs. 2,200 million rcapcctively. As against this the 
D.P..R. prepued by Dutun:o in 1'63 cstimA!cd the capital cost for 4 
millioa tODDe plut as Ita. 5,s86 million witb a tomp e:.u:hanse compo-
MDt of Ra. 2.276 million. Thia did DOt iDdudc lbe cost ot off-side fad-
Jities which was eatimated at RI. 432 miUion. 

.. 3.2. On receipt of D.P.R. from the Sovieta, a Tcdmital Committee, 
iDducliq tw () RprelClltatiwa of Dastun:o was CODJtituted to examine tbe 
Detailed Project Report. The Teclmical Committee submitted its report 
towards the end of January, 1966. This Committee made certain sug-
feltiona as to how the Report oUght t.) be modified. 

3.3. The total project cost for Stage I 00 the basis of the recommen-
&ttions of the Technical Committee was estimated at Rs. 6,265 million 
including Rs. 1.1 million lor additional s'pares. The revised estimate for 
the project as approved on the basis of imported cost of plant and equil>' 
ment aDd materials evaluated at the post-devaluation cxchanSO rate of 
raables Rod customs duty taken at the nvised rate 8.JDOUDted to Rs. 6,800 
million iDcludillg RI. 140 minion bt additional spares. 

3.4. The cost estimates were reduced by Rs. 95 miDion as a result of 
a cost reduction study. Apinst the revised project estimate of RI. 6,710 
million, Government issued sanction in November, 1966 for Rs. 6.200 
mnUon for. the plant, emudina the ~ of ohite facilities. In respect 
Of the off-site facilities UDdions are accorded as aDd when the detailed 
estimates arc submitted. 

3.S. Provisional estimated ~ lor Stage II which would raise the 
cftl1adty of the plant to 4 miDion tonncs of steel iagots is RI. 3.330 millbn. 
TbIlS the total capital cost for 4 millioD tonne would be RI. 1,004.00 
'crom as against an estimate of Rs. 601.8 crores by MIs. DutIllCO. 

' . .. 18 
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3.6. As teJUds the re8SOUS for wac variations hetweeD tho catimatcl 
of Dasturco aDd those of USSR, the Manaaina Director BSL stated duriDs 
evidence that "the comparisoo. ~ these two is not like with like. 
There lie certain basic differences in the facilities included in the two 
Reports. It The Soviet Report has provided for a built-in capacity patti-
CtIlarly in the ro1lin& 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 Jor 
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 ~~duction of pig iron-
Rs. 30 crores; 

(iv) provision of additi::>nal .facilities like coal injection, etc.-
Rs. 5 crores. 

B. Cost RedudIoa Stady 

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

3.8. MIs. Dasturco submitted their cost reduction study report on 
21st May. 1966 suggesting various measures hr 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 add construction 
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 stase and wilt not 
delay constructioo." t 
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According to Dasturco's report an overall saving of Rs. 107.5 crores 
'was possible in "tbePtrst :sta~ dI Bokarc{SreeJ' Plaut;'~ £~., -t. 

,,, ,,). ;.;.;". ~'. I ~ ;:t....~1: -:J;~; ~ •. -t ... '1. ~ >'} ~~!, 

3.9. The Committee were inbrmed by BSL. that:-
'i ;L-- . ,~. 

. ",(j 

·4O'fbc cost reduction Study ReponsubmiltJd-by DllSturco®, Z . .t"t 
'Mq, 1966 'lacked doblile'd" technical 'desiSO basil;' detailed *t 
catou1ations and bteak-up of cost sayings. l\ w-.s not,therc-
fdre, possible for BSL to .assess the quantum. o1',;8avings given 
in ,the c:>st reduction study;, This Wl!ls JWCeS8al')' to'/ analyae 
the 'technical acceptability of the suggestiop and abo 
to judge as to what extent the savings estimated by Dasturco 
Were realistic. As final decision on cbanges had to be made 
by 30,h June, 1966, to avoid liability for cancellation charges, 
this report was sent to Soviet C~nsultants Oft 24th May, 1966 
to give them sufficient time for sudy. They were also inform-
ed that the Indian delegation would be in Moscow towards the 
middle of 1 une to discuss the proposals in detail. Mean· 
while, 8:>karo Steel Ltd., made its best efforts to get the details 
of the cost reduction proposals. But in spite-of tk beat efforta 
to ~eure this information. during the COUrse Of two weeks 
discussion they ,bad-witb'Mfs. -pastureo at Calcutta.. they 
failed to secure the required infJrmation. They submitted 
their interim comments on 16th lune. 1966, 'l*nding Teceipt 
of detttiis from Dasturco." 

3. t O. The Ministry of Iron and Steel decided to have further discus-
lions 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 !>tudy. 1be representatives of Planning Commission and the Ministry 
of Finance were also invited to these discussions on 7th June, 1966, 
During these discasaions also. the Otairman. BSL informed that the study 
8S presented did not give a break-up of the savings th~ugh Dasturco had 
been requested to furnish this information in the meeting beld on 28th 
May, 1966. AJthougli Dasturoo' bad promiBedto give" tltiIJ; break-up 
ill a week's time, in the meeting held on 4th lane, 1966 between Bokaro 
Steel Ltd. and DasturoO. they hlditated that they bad Q()t wedced out these 
ftgum as they did nat clearly 'llndmtaod what Boiaaro Steel, Ltd. W8Jltecl 
The requirements of Bokaro Stcel were explained-16~Da8turco. Dasturco 
promised to try and give this information during the course of the week. 

3.1 J. However. due to the shortage of time and on the assurance of 
Dasturco that these workitlgsheets Containing ~ wm be pot up before 
the Soviet ConmJtants- at Moscow, the de1egatien·proteeded for discnssion 
on til e cost reduetiOft propOsals. . ~" 



21 
;'::'.: .> 

:..L...'3Jla .... n.·COmmittce ~ .iDkmned. ~ B~ S. J... th,t ,M/s.. D .... 
were given free and full opportunity to present their·Yi&w point ?to .... 
Soviet side and in this they were fuUy supported by the experts of Bokaro 
Steel Ltd. The discussions' ,w.ere, .. ·no doubt, handicapped by the Bokaro 
Steel representatives not being fully conversant with the details of the 
dtsigo ·data-.and,·tJlecost reducUon balis .. by. DasturCQ. Durin, the CQurse 
~f...disoussiOllt Dasturco produced at Moscnw working papers and support-
ing data with regard to the under mentioned items: 

I! , 

(1) Hot Rolling Mills PARLIAMENT LIBRAR) 
(Library & Rd.-r.·nor St'rvice' 
Central Govt. Pub!ioatione: . 

(2) Power Plant 

Aoo. No. ~.!.~2.~!.~.7J 
Date. ... · ..••..•.•• 7. :"7..~ ,: .. _ 

(3) Power Distribution System 

(4) Water Supply System 

'These were considered by the Soviet Experts and each point was discussed 
·m·detail. -- Da5turco- had 10 of their representatives in the delegation who 
ucued their proposals for the reduction of equipment and reduction of 
-c&Its with, the Soviet agencies, but they were not able to convince the. 
Soviet aide. The Soviet side expressed the view that Dasturco's recom-
mendations for the reduction of equipment and cost were unrealistic and 
teebnicaThy 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 
~f this Rs. 95 million reduction are given below: 

~J) ~.:letion of Benzol recovery plant 

'(;1) D :fennent of stand NO.7 in hot strip mill 

(iii) R!duction of cost in raw material handling 

.(~? Debydrati~ of conerter planpludge. ~" 

-~~ Red~ion of COlt in strom water drainage • 

'(lIS) Reduction of COlt in refractories plant 

'<,"') ~ion of cost by reducing storage area , 

(fiji,) Rduction in cost of refrigeration plant 

Additional cost of r.count of tbe revised coal handling , 
_, _ '"" l'_. ' 

i Net cost reduction acc:epted by the Soviet party ... 

Rs. in miUion 

25'7 

20,0 

2', 

2,.0. 
1'8 

7'0 

6'0 

98'0 

3'C)' 

95'0 
".'-' .,., 
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3.13. The important rec:ommeodations of Dastarco OD COlt reductioa 
.. t1Ie re8IODS advaaced for their DOII-accept8 "C'e are di8caIIed ia tile 
foUowiDa .paragrapba. 

Elimination of the 5th Blast Furnoce in Sta~ II 

3.14. Dasturco had recommended elimination of the 5th Blast Furnace 
for the production of foundry iron in Stage II. One of the arpmenta put 
hrward '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 So'riet 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 productiOll 
at Bokaro. but also a reduction in steel production capacity by 150,000 
to 200,000 tonnes at the 4 million tonne stage. It would also result in an 
adverse !8S balance which will necessitate bringing in approximately 1 laldJ 
lonnes of Cuel 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 l~nJy a reduction in the scope of the 
Project and was not really related to tJIc cost reduction of the Project, &S. 
aucb. 

Modification to the RolUnr Milb 

3.16. fa) Slabbing Hill :-Dasturco's recommendations were for a 
smaller si7.e mill with smaller motors at a lower speed. In their opinion, 
with this modification the required production of .. m,'t could be achieved. 
According to them, the continuous casting process was fast developing 
and, before ]on:'. it would be possible to produce slabs by such a process 
upto 2 metre width. They had, therefore. consinered that the proposed 
Sbbbing 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, llnd it was wrong to say that it had been over-designed 
in order to increase the capacity upto Sf mit. In deciding the size 01 
the mill, they had adopted the modem trend in mill size viz. to design tho 
mill for heavier ingots which wiD give heavier slabs, heavier coils mel 
consequently greater yield. They stated that the latest mills in the USA 
had been designed for ingot weights upto 42 tonnes. Their miD had, how-
ever. been designed for maximum ingot weight of 38 tonnes. Dastnrco 
claimed that the miD proposed by them would roll ingots upto 35/36 
toDDes. The Soviet side contended that if Dasturoo's mill was designed" 
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for a muimum ingot weight of 35/36 tonnes, it could Dot obviously be-
verY much different from the SoViet miD designed for a 38 toDIle ingot 
weight. Since the mills and the mill tables are designed on the basis til 
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 expectecl 
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 ro]]s in accordance with the latest trends. 
They iI1ustrated this by indicating the size of the mill ro]]s 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 mi]] roUs is reduced, the 
stiffness of the mill will be impaired, which, in tum, will affect the quality 
of the products--<Iuality 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 Circulati",; 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-RB. 113 millioa 
as against Rs. 57 million on the condition that the water is cooled to 340 C 
as provided in the project report. To cool water upto 32° C, the cost 
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.. ' tl1e ~r,.woul4, go up by anotber 2Q. per cenL TheY.vid that wbiJlt 
.. tlJI. ~I~~stem there was onecycl~ for the whole worb,.(he 
Jadian. ptOp06a1 desired to establish 14 water cycles, in addition to a raer-
"Qj( wilP .:Mt. ~acjty ,of 4 .million cbm. In their opinion. the additional 
~piuu ff~n~~ on Pump.U:w StatioJ} alone was. Rs. 19 J,Dillion. Accord-
.. te ~ir estimates, an additional 20 KM of pipeline bad to be laid for 
y;.eter s~pply network. Considering all points, the entire tower system of 
water supply would be cheaper only by about RI. 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 
v,cry ,much lower and the saving would be of the order of 400 KW.In 
dle tower system power required for the fans would be about 8000 KW, 
it ,water was to be cooled tJ 34" C. On the other band, the pond system 
JNI C8iy to operate, provided better purification of the emuent and also 
provided better living conditions for the nearby townships. The Soviet 
side further contended that the tower system was not entirely reliable. 
Throughout the discussions the Soviet side maintained that-

(i) The perf()rmance capabilities of the cooling towers as assumed 
by Dasturco seemed to be bigh; 

(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 DOt 
adequate-the Soviet design provide!! for 30 days storage; and 

(v) the staff .required for . servicina the 1~ system would. be 
higher than in the case ,=- 'pOnd system (Indian experts 
agreed with this statement but still maintained that the overall 
operating costs were lower). 

Modification to the Steel MeltillR Shop, 

3.2;!. Another irnponant 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 tcm 
-convertors in Stage II as suggested in the Soviet Report. Dastur's Report 
poi.~~ed out tbal "th.e ~d trend, is to adopt cQnvertor p,f 200 to 30Q ton 
capacity for large new plants of the type visualised at Bo~Q alIw there are 
as many as 17 plants (13 in operation and 4 under inlitaDwon) in the 
U.S.A., Australia, BelgiUm, Germany and Italy with convertors of this 
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aize; by the time Bokaro is commissioned ther~ would be many more. 'Tbe' 
reI80Ds for adoption of 200 to 300 ton convertors are that investment is 
!ewer, operations no more difficult than with smaller vessels. refractory 
consumption decreases. handling of hot metal strap. 'tluxes, 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 4-2S0 
tGane convertors, there would be a saving of nearlyRs. 14 million in the 
~ting costs as a result of lower cost of labour, maintenance, transporta-
tion, power, etc. 

3.13. During evidence also Dr. Dastur stated that: 

"they (Russians) have given us an antiquated design for the LD. 
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 i or I million tonne they can be used. 
But todaJy 300 tonnes L.Ds are absolutely standard and with 
OD.e L.D. converter you get more than 2 million tonnes of 
steel. Here to get 1.7 million ingot tonnes they are puuma 
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 undentand thet "over 6OL.D. convertors have been fnstallocl 
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 milHon too 
a year as a direct result as has been proved in Japan. 

3.25. The Committee were also informed that the total capital costs 
for the two steel melting shops as currently envisaged for Bokaro and tho 
estimates for a shop of 250 tonne convertors only would be 81 follows: 

cas. in million} 

(4) As eaviaaged nOW-2 shops (five 100 tonne and two 250 tonne conver-
ton) 476'8 

(b) Dasturco estimate for I shop with 4-250 tonne econvertors 289-6 

This suggestion of Dasturco was also not accepted. 

3.26. As to the reasc:ns 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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~ We~arc_v"7f_ar"""~"'", 
WftOn u4 we would DOt ..... ttiL to Ja dais ...... " • ..., 
to tbe foDowiJI.I ~ 01 die SoviIC ClII*t .. 110 .. head of __ ~ 
-* Miuioa beIo!e die TechDical OM.--': 

--We ~ ~ to ladUl all abe cqu1p1lODli"~ llMte ..... 
IborousNy ~e4 up iG operatiQa .. tbe ~ ~We 
call supply oal)' oquipmalts wflidl WI be ~-' 
Itraiabtaway and which can be easily masterCil$ oa .. basis 
of our experience at our OWD steel plants. We are procIuciag 
100 ton O8IWertorI. Today we •• DOt ia • pQIitioa to lIIPPly 
Jndia other convertor. of hiaher ~pacities. 1bc 2S0 toaae 
OOI)Wrtor. arc DOW beinc installed in some of die steel mcltia& 
shOJI' and we wiD be in a position to supply them to ladia 
after we have piacd enousb experience in daeir operalious. 
For the second stage we will be able to supply 'you IUCh 
converton." 

3.27. DuriPS lUI cvidcocc before the Ccwmiuee Or. M. N. Dutur 
Itsteel that "in the diacuuioDa hold ill MOICOW, tbe 0Wrman, Bokaro 
Steel Ltd. dominated in the mcetinp. Whereas from the Soviet side, the 
bHd q Deeip Jutitute my equivalent WIIS the Jcadu of tbcir .. and 
III. " _. from .. Ii. Mr. W~ Vial .. ~ sf 0Ut-. 
ad be UIed to arpc aDd we were oal)' aUowed to have a lew wor. ~ 
.11 ..... " 

, .3.21. Tbe QuairmID B. S. L. howcftr atawd c4a[lag IUs cvidetMlc as .,.: 
". ccrtaiDly led the Ddeptioo. We had about a dozen technicians 

incNdina DutWl, Hiaduataa Steel Deaiao Bureau and Dotaro 
Nanrcin& DircdGr. who bimaeIf was a tecbaiciaa. I fcla tUl 
iG the optDina .ssioa 01 this G8G1ereace-tbc coof.ereac:e _t 
on for two to three weelcs--I should be the pnncipal speaker, 
and, therefore, I presented to tbe otbcr side the case wbidI 
was Dastur's case, our case, Bokaro's case and the Govern-
meat of India's case. I presented the case on bcbalf of the 
Government of Indi3. They nalurany had some technicians 

, and they presented their case. Obviously. we could DOt dit-
cuss the t«hnical details in the ma;o conference of this nature. 
So, what WIlli dlDciclod was &bat y,C appoiotcd S or 6 paocIs. 
consisting wboDy of technicians in each of which Dastur was 
repnuated. These paaels were to discuss tec1uW:aJ JUtten 
.in detail. But, in the opeaiaa 1eSSioo, f told Mr. Geoqc -' 
Duaur that it would he belt to Jet me pmeot die catc GIl 



WIll ri 1he Government apcl~. lbta.- ....... 
'-tIppOinted, w1lich went on WOI:kiog h;)r ... week. ' •• 
eatI, all the panels reported their aareomootl t;}I dis_,leer ,. 
to the main Committee, of whicb aaain 1 was die eba--
So, I took the 'leading pan on the first day wbon we were start-
ing of the discussion, and again on the 1Ht day. In fact, { 
was not present even in the PMeis, not being a toclaDicHD 
myself. But I felt it necessary to prC5CGt the Oovcl1UllC8t of 
India's case fully myself on the first day. aDd of coone, to 
take part on the Jast 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 
Dlstur's line of thinJciDs.» 

J.29. During evidence, the Secretary of the Ministry also stated that: 

"in accepting the suggestions of Dasturco certain practical Jiuuta-
tions apart from theoretical possibilities had to be taken 'into 
account. We bad to accept the Russias 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 assitrmnce in 
this matter and having all their experience and their expertise, 
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 Co""ee 1M that Dastmco, the Indian Consultants of 
BSL ..... puinted oat ... dIeft was. pod scope of cost redaction 
........... ... abotd RB. 1.,.5 4.'J'OftS eTeD if die ... 85SUJ11ption1 
of dae Soviet DPR were aa:epted. In spite of ... DO wortbwbOe 
dOd W8I .... &e ........... tile capIaII Investment. 11ae Government 
was .waIe .. die eapiW celt per to. of steel plat In 1ncDa. 1be Com-
... iUee .... lJeea toy ... die apia.l cest wowIcI be RI. 2474 (now rnIIecI 
to Rti. 27ZS as stated ill RaJya Sabba on 16th Mardi, 1970) in Bolmro 
Steel plant .. Its !IeCOIId stage i.e. wilen tile prodQdion will be 4 ..... 
foal .. ia '* am .... wilen a.e ~n will be 1.' mDlion tOIlS the 
GMaI.,.,. .............. BoIIaro weald H RI. 4000 per toD. In view 
of dais very _vy lIIftrt t .. Bebro, CIte Go?ermnent oD~t to bue 
given a ..ore terioaI co ............. dIe..-;on of tile COIIt redaction 
muty. 

3.31. 11te Conun'Hk.-e lIowever rep'ef to nofe that as agabut the ml!~es­
fioM of M! 5. DMtarco fOl' COlt retludlon amollJlfiJtg to Jls. 1 tr7.5 crores 
'hi ht ~ of Robro Steel Profert. w~ to die nteDt of R~. 9.5 
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01. CIOIt ...... ' As CIIeae were ROt reHiIy ~ 
~_ W 10 .... tile "~IMiou 10 Moscow to d __ 
die propD .... wl8t tile Soriets wIdaotd the study of tile detds 
of tile J8IPIfioas ef o.mco. The delegatiOn· was not ID a 
position 10 arpe laDy ad COIlViace die Soviet Consultants 
wida tile proposals. It WIll admitted by B.S.L. that the discUS-
sions (at Moscow) were 110 doaIJt blladieapped by the Bobro 
Steel representadves not being faDy c:onvenant with the demDs 
of die design data and Cbe cost reduction basis by Dasturro. 

The Committee feel that aU the discusdowJ with Dastan:o ought to bave 
takell place in India and aU the points sIIoaId have been sorted out before 
lOing to Moscow. The Collllllittee have not been able to appredate that 
88 the agreement had to be signed in a short time on a particular date, 
dlerefore, proper consideration to the whole matter was not feasible. The 
GoftnuDeDt ought to have IDsisted on having eaoup fIlM lor .... 
COIIIIdentIon of tile report and other connected matters before ....... 
die apee.ent. 

(iii) TIle COBUDIUee also feel that it would have heen better if the 
leader of the deIepdon wItkb was to discuss blgbly tedulical 
matten bad beea a tedlDkal person espedaUy when on the 
other side die bead of tile team was a teclmical maD. 'They 
desire dlat die delegations for soda tedmJcal negotiations either 
witb foreign com.... or Governlllelltl should 8S far as 
possible be Ileaded by tedmkal cbiefs. 

{iY) Dr. Dastar stated in Ids nideace that 'Mr. Wanchoo dominated 
Ia die meetings (at MOICOw). Wllereas froID the Scmet .we 
the bead of the desip InItIhde, my equivalent, was the leader 
of their team and be ..... 10 ....., from our side, Mr. Wanchoo 
was the leader to oar .... _ he used to argue and we were 
only allowed to 1Ia..-e • few wonII ill 1Ideways.' On the other 
hand the C'IIairmu, BSL ~ that 'we appointed 5 or 6 
panels ronsisting ,,1Io'By 01 tee ........... In acIa of wbIdI Dasfar 
was represented.' B.S.L also Inforated. the Committee tIIat 
Dasturco II8d ten of dIek repiaentatITes in tile delegation who 
ugued daeir proposals bat dIey "ere not able to coDVinee the 
SoTiet side.' 'I1Ie Conunlttee are left wItb tIte hapres!rion that 
there was lack of coopentioo aod proper DJUlentanding 81110~ 
Mis. Dastut'COt Bobro Steel Plat and die Gcmrament of 
r.tIa. Bad dIere .............. £1 ....... UtI coopera-
~ pro""" die ftlIIIIfs woaId me IJeen befter In the IIIterest 

of tile tOiiIIfr1 



y) Ch'IiiraIuof • .s.L also-
.. .....," wtlo IN tile-
OfI",alty to ...... e a 
~of 

cost of .. 
of 88. 197.5 
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1.35. Subeequell1ly in a IlOtt furnisbect to the Committee it Was statei 

that the project estimates as sanctioned by Government excluding ot-SftC 
fadlities and tOO revised estimates &howiDJ the variations under each head 
are shown below: 

S. Item 
No. 

Sanctioned 
Estimate 

(RI. in millions) 

R:evited 

Increase Deerene Net Dle,I 
Deer,' 

----------_._--_._------------,----------
I, Land. 10'40 

a Site leveUing and investi-
gation 97'09 

3 Plant and Equipment a~ 
erected, • • 4,643'37 604'3t 

04 Bagiaeerill, and cetMtrU-
tiOD, • • , 

(a) Construction Rquir-
meftt 

(b) Adminimaticm during 
construction etc. @7i% 
on~L\3, _ , . 355'54 

5 Customtchaty 476'68 

6 Coatingendes taJ~; on 
items 2 to 5 -, , 286'39 

7 Escalation , 

Plant cost • , (6,0a4'047 

8 Defemd~ 042-80 
9 Capi~sed interest 

10 Spares 139'00 
It Off-wte facilities 5'03'1' 

TOTAL CoST , • 6.7JO'UZ 

Say RI, 7,sS4 million 

; J--

97'\·'q 

155'00 

(+)44'89 400'43 

(-)1'57 475'U 

(+)32'10 318'49 

(+)200'0 200'00 

(+)114'00: 6'-"'47 

42's;, 

3.36, The IeviIed project ettiIutes me, iDCleatid by a SUd! til RII. ~-I-' 
mDlion as explaiucd below: 

. '1M.ecf: oR de COIIbIctI tna1ised or the quotations received from public 
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teetor UDdertakings. there iJ an ovetall increase of Ra. 604,31 as per details 
below: 

51, 
No, 

NIIIlC of Supplier 

J MiniDI and AWed MIcbiDcIy Corporatioo 

a JDltrumeDtadoo Limited 

3 HiDduataD CAbla 

4 IndWl Telephone lndultriea , 

S Bbltat BIectroDic Umited 

6 Ha9)' BnlineeriDg CorporatioD 

7 Bharat Heavy B1ectricala Ltd.. Trichy 
• Bbuat Heavy BJectr.lcalI Ltd.. Hfdaabad 
9 BbIrat HeaV)' Blectticala Ltd •• Hlrdwar 

10 Hen,. BIectrJcalI Ltd .• Bhopel 

TOTAL 

lDc:reue , 

Add Sales Tax on above 
Total IDCRIIIe • • 

(ii) Imported Equipment 

CoDtncted Estimated DUfe-
amount amODDt reace 

71'27 67'32 3'95 

85'~ 2,3:48 "'llt 

1'91 3'60(--) 1'69 
2,'20 1'08 1'12 

0'17 0'05 0'12 

957'70 
~ 

16'67 

,~'4I_ 

7'35 

17'90 

.2.-~ 
8,42. 

.!!:1Q 
2'26 

II'n 

452'25 

"25 
.... 71 

5'09 

6'79 

1221'18 634'47 586'71 

, RI, 586'71 million 
,Rs. 17'60 

, Rs. 604'31 
.. 

Durina the course of detailed engineering and preparation of drawings 
for the project, there is a dec:rease in tho supply of equipment and struc-
turala. This has resulted in a nel reduction of Rs. 5,73 million in the 
coat of imported equipment. 

(iii) Administration during construction contingencies etc. 

The provision under this head has been revised adopting the same 
percentage 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 miDion. 

(v) EscalatiM: 

<a> 'I1lo cost of steel has increased by about RI. 400 per tonDe ova 
the base price assumed in the project estimates approved by tile Ooftm.. 
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ment. As a result, tOO cost of structures and equipment has escalated by 
Rs. 103.45 million. The wage of unskilled worker bas increased froIIl 
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 
CO:it amounts to Rs. 108.61 million. -----

(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 claima 
are preferred against Bokaro Steel. It is considered necessary to provide 
for this and other unforeseen eventualities. For the present, escalation 
at 2i% amounting to Rs. 91.74 minion, 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+Rs. 91.74 or say Rs. 200.00 million). TIle 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 Steel 'and Heavy En~neering informed Rajya 
Sabha that the total investment on Bokaro Stage I was, now estimated -to -
.be of the order of about Rs~l.60 ..9"ores out of which foreign exchange 
component was Rs. 195 crores. 

3.38. It would be seen from tile. above that there was likely to be an 
.increase of about Rs. 90 crores over sanctioned capital estimates of Rs. 670 
crores for Bokaro Steel Plant. It is, however, surprising that until receDtly 
the management of Bokaro Steel Plant was not aware of the extent of 

. ·increase in the capital estimates. Tbe CommIttee were informed as late 
as September, 1969, that the fact whether file original estimates could be 
adhered to or not will be known ollly after the review of project esti-
mates undeI1aken by the ~ was completed. One of the im-
portant tools of mauagemeat is proper BCaMaIting and I'epOrting system 
which records tile variadoos from tile original estimates under various 
laeach and euahl.es the ........... to know at any point of time the tnal 
expenditnre likely to be ioc:urred on a project, the extent of variations 
from the original estimates aDd the reasons therefor. 

·3.39. Bokaro has a- Fbumce DMsion. It is file primary funetion of 
dill Dtrisioa to keep track of fiaaDdaI provIsioas, pIOII'eI8 01 
~ and RnIsed Estimates, etc. TIle COJamittee are uabIe to 
.... edate wily Bobro Steel did DOt assess· in time tile uItbaIte cost of 
:dle project-" nrildoa Ira file odgIuI eM' III. 
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COl ... ,. ' ftiIt' ia die ~ tor Giaat5 to&-
&at et '*iii tiJtCr ab:otmt' IiIi e1IetII Of' £. .'"ation aocJ pro oj cost NdKdori ~ IIPOD IJy ttie Sd'rief Siae 

'f • revised cost ~ 1st State of .. pl. as saIldIOned '.y Gov-etrlnient 
;. as. 620 Cl'OftS ell; otI-8de ~ wbial are ~matea to cost 
at • 50.4 cror approxi1atte(y). HaVing obtaiDed tile approyal (Jf 
PurUament to specl:fiecl figures, the ~ ..nw ooRUnitfed to oom-
lte the age of Bokaro within that amount unless Parliament bad 

.ppr()ved of revised . t ' . The BobrO steel Ltd., shOuld have 
first opportunity of infOlming Government and Partiametit aboUt 

N 'It in ~ imates, stating . Clearly as to how it Would 
o of, t plant. They, Jiow er, fiild that even tile 

cruar.ods for Grant for 1970-71, ma no de6hit'e metitiOd aOOut fife 
nC tn w:it t inetes bt estimates w UleIy to De. l'be Com-

tite ~ deprecat~ tbecomplacent dttitude of the Goveldnlent to· 
wards the escaJai,lon of e timates to such a magnitude (Rs. 90.0' dOrt!i) 
IDId tbeyreeommend that in future earlie t opportunity should be takes 
t ParU ment about IW'Jor tnereases in e~ timate of a prroJi!d. 

mmittce letortuhendttiat along with the Demand.s [or 
Goycm:ment bould present to ~ a review on 

, kbig glvtng a tme picture about its "orkin. to the 
of punacrtaldngs libeler toDStrUdion such a review shoelcl aJso 

original estimate of eaplhtl expen~e Ole e penditure incu.rre4 
,f.r and per e ofwOl1t oompkted, the eStiInated increase, if 

n from th origin J etimat and the reMOns for 'Vil'iadons, etc. 
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CONSTRUCTION AND COMMISSIONING 

A. Delays in Coastrucde. 

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

(i) Raw materials stJrage 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 sbdp', Hot Rolliilg 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 ovens, by-product and sulphuric acid plant, one band of 
sintering plant, auxinary shops and laboratories, power plant, related 
utilities aod a cooling pond was to be commissioned by the end of fourth 
quarter of 1969 and the entire 'Ptogramme 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 
tbat an overall delay of 6 months in the commissioning of tbe first blast 
furnace and consequently tbe entire Stage I of the plant was inevitable duc 
to anticipated delays in deliveries of different items .~ equipment and 
material delays on the Heavy Engineering Corporation. Thus construc-
tion. schedule was again revieWed by the Dobro Steel Board in July, 
1969 and it was decided that a realistic scbedule for the comple~ion of 
erection Jf first blast furnace would be March. 1972 and the entire Stage 
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j by JUDe. 1973. The precise reasons for the slow ~ogress of COIlStrua-
tioa of various units of tbe plant are stated to be as follows:-

(l) delay in submission of data by the suppliers for preparation of 
civil drawinp such as in Raw Materials Plant by MAMC, 
non-receipt of equipment foundation drawings hom tile 
Soviet Consultants as in Cold Rolling Mills, delay of almost 
one year by the Soviet Consultants in supply of drawings for 
the units t::> be designed by Dasturco due to delay in supply of 
technical data by the equipment suppliers in India as wen II 
in the U.S.S.R. 

(ii) non availability in time of anchor bolts to I?e sUJ1plied by 
HEC and HSCL mainly in Hot and Cold Rolling Mill areas; 

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

(iv) non-availability of steel plates to specification 1SS-226 and 
1SS-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 'p'rOgfess 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 1:> non-availability of steel and ;:n-
ported components; 

(ix) non-availability of refractories in time; and 

(x) difficulties in land aequisition. 

4.3. The Committee were informed that even the revised second sche-
dule of com'ptetion of lst stage by June, 1973 was still subject to varf>us 
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 
tate of concreting in the Hot and the C:>1d Rolling Mills areas by HSCL 
(iii) timely supply of cranes by HEC and other suppliers without whicb 
most of the items of equipment cannot be erected, particularly in the 
Steel Meltinll Shop and the Rolling Mills. 
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4.4. It will thus be seen that even if the present schedule of construc-

tiOd is' maintafried there will ~ a delay of 27 m:>nths in the completion 
of t st Stage ()f .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 capital would be 
arout 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 ior Steel and Heavy Engineering, however, 
joformed 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. 2S lakhs. 

4.6. It is noticed that in October, 1966 when negotiations were resum-
ed with Dusturco for finalising their contract, Dasturco represented to-
Botaro 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 
muat be included in the Dasturco scope. But this was not agreed to. 
During evidence, the Secretary of Ministry ·of Steel 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 ~ MIs. Dasturco which will show up the deficiencies at various 
~ts and will also show how particular deficiencies can be by-passed If 
necessary". 

4.7. The Conunittee are distressed to DOte that die dale of compIefioD" 
of the Bokaro Steel Plant .. been reviled twice ad as a result of these 
revision", the completion of the COMtrudIoo ... definitely been delayed by 
27 months from the date of die oriIfnaI schedule of cempledon of con-
strudioD. It has been smted DOW that .., I .. npeded to be completed 
accord"* to the rmse.t scWaIe by Jae, 1973. Bat the ColIMDitfHr 
find fbat evea this date wII BOt be adheftd to beaIa8e of die various un-
cerDin fadors pointed oat by RSI (vide paragraph 4.3--page 6l). n.. 
Committee has been DII8bIe to MCeIfaIn efta tile fenfaffTe date as to whell 
t1h! consb:udion of die ftnt _ Is likely to he mmpleted. 'I1Ie COlli-
mittee reeonuneud that this __ silo ... be property eumiBe4I and 8, 

firm date of cmnpJedoR of tile smge I should be reportec1 to die Com-
miftft. 
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., lie "'y .. die ~ ot_ ~ .. I """ ., c.._. Yay ~ ntrtt" .. ..... toIleS ~_-are._ of pto .... -.ad ~ COlt .. 

,. .... ftfda wII .. 17 'lIIObtbs ...,... 10 
It ...." liowever, be IIOteti 

~ of eo of, 19'73 is DOt a6e.red 'to tbe' 
to 'ffA1 a.e _ • 1'W __ reatOIIs tor .. Io8ses are pridtan1)' 
.clue to the belMed subllriHioa of tedm.icaI :a..., cJrawiap, cranes, delay 
hi mit engineering work and supplies from private and .publk undertak-
ing. Apratt from these the Secretary of the MinIstry has also admi#ed 
4.... • -that ve been 8bJDe orguUsattoul failures on tJie 

failure ftfpODSible for .. ahove.~tion.ed 
.Jaft)l1Dj84l that tt. haTe now been tabu.' 

to ~ t . . failares ),y adoptiIIg • sy*m of net-work 
anruy i by Dasturco which will bow up the de&deacles at various points 
and' which, wi)) also how how pa.rticuJar deficiencies can be by-passed, 'if 

In spite of the fad ..... Dasturco adv~ the ad~~n of 
.. , ..... t nlque of pJann~ by B.S.L. ~ __ .19(6) t~ i('~ 

to note that the management at that $hlg~ 19no~d bis actfke 
'. lilt Ole nvoidaMe o-rganJsational failures crept into tbe ID1UIlge-
LB. L. 

4. . • onnuiUJ have t! ... die price of many of the . applieS 
. Bokaro frolJlin oou CN.rtes &ad their time of ·deliverv' have' 

Ilt ~n ~ tqK)n p~ with ~ to the supp~. froni ~ 
. or nits, The Co_ttee woqW like tbt this maitter should 
t immedi{tte attention ad" be ttIed as early as posSIBle:. 

• ? 1'" ' 

rtber ' aesire that Goverilillent shpuld ~ 
ndieJrta'ki'inI~ wIJohaVe to apply ~ _ eqpjlt 

4 ) , I . ~ to the time 8t:bedIde. It shQuld also 
l ored that they do Dot keep Oft escalating prices which would innate 
tl t t th product and upset the economics of the &karo 

te I Pla.t. 
• Oil ~ W'Olb 

4.11.' On 3rd Aug 1 6,6 t1!e DQkaro Steel Ltd. awar:ded to Hindu -
_ Steel Constructi9n Ltd. the Civil Engineering Works at a co t 

f . 1Q64 -5 min. This Company was in.corpoI<\ted on 23rd J_e, 
1 64 a wholl,y owned Go~.rnJIWlt Com'p'aDy ,mainly for the putpQSe 

una rtaking the con truction work later Qn. Accordi.qg.to · the te:mlS 
ind candid n , . tb CQ.ntnlct, the ..construction wOrk wa to commence 

ry January, '67 but ~t epuld Qe ~tarted only in. October, 1967 i.e, after 
a delay of a ut"9 mopt,hs. 11;1 Sept mber, 1967, the Management in-
fi ' rmed the Bohr!) Steel Limit~ that the main reaso.n for delay W~~ that 
po line. land and water we~ not made available by the latter in ao-
.cordnnce ith th nnitlaI Cb dule. 
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.41l. ~ BpbfO *.1 Ltd.. did BOt, however, accept (Septem~r, 
IH1) .-. ~ coaaacion OIl the foIDwiBg If&UDds: 

(i) The Bokaro Steel Limited was in • position to supply the 
~ construction p()Wer fer the initial rectuiremeDt 
within two to three weeks of the Company's MqUCIit, but no 
such request was made. 

(ti) 1be land where the construction was t::l be done was almady 
in the hands of the Company. 

(iii) The Bokaro Steel Limited had adequate number of l1Umps 
installed at the river pump houses b::>th at the Garge and 
Damodar rivers from where the water required could have 
been supplied to the Company. if demanded. 

(iv) AD 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 oompany did not call for tenders sufficiently iu 
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 resignat.on and retirement <>f the 
Managing Director and Chief Engineer respectively. -

4.13. Instead of executing the works 4epartmentally. H.S.C.L. had 
sub-divided the works awarded to it into smaIl units and allotted these to 
various sulH:ontractors on the basis of tenders/negotiations 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 Compapy. 

4.14. As a result of execution of work of the Bokaro Steel Ltd., by 
sub-oontractors appointed by this Con1'pany, the work of su':K:ontractors 
is supervised by both the Companies, viz., the Hindustan Steel Works 
Construction Ltd. as well as the Bokaro Steel Ltd. The suggestbn of the 
Hindustan Steel Works Construction 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 control over the 
cxpeudituIe to be incurred Consequently, the Bokaro Steel Ltd., l~ 
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maiDtaining id1 elaborate Civil Engineeriug Organisation tor· 1Jupemsing 
tbe works executed by tho Hindustan Steel Works Construction Ltd .• 
tbrough its sub-contracts. and the Hindustan Steel Works Construction 
Ltd., has also to eDgage to a large number of engineers and technical 
personnel for the same work. The resuh is duplicatiOb of supervision 
and consequent unnecessary ema expenditure. 

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

.-.-- .. ~--- .. ,-. -.~." - --.--
Shop/PJant Estimated Target up Propeea 

Qty to~t, uptoAuaust 
1969 - c.1.m. eJm. 

I. Auxiliary Shop 122,600 52,281 52,282 

2. Thermal Power Plant & Turt:o Blower 
St.tion 108,000 89,608 70,309 

3· BlPt Furnace 200,000 140,091 114.350 

.4. l.:olr:e OVen Be By-Product Plant 166,620 144,560 76,108 ,. SinteringPWu 89,618 82,678 55,1'76 

6. Steel Mellina Shop 131,000 82>418 48,548 

7. Hot Rolli .. Milia . 432,815 88,042 57,870 

8. Cold Rollinc Mill • 236,539 48.175 25.381 

9. RcfactOl')' Matcrialt Plmt 70,634 21,150 I§),070 

. I,5S7,826 753,003 519.094 

Thus the backlog of R. C. and concrete work 81 compaNd to tho 
target upb 31st August, 1969 was 233, 909 c.h.m. 

4.16. The reasons (or 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 fouDdation drawings from. the Soviet 
Consultants as in Cold Rolling Mills delay of almost one year by the Soviet 
Consultants in supply of drawings for underiround communciations. delay 
in pteparation 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 USSR, (ii) Non-availability in time of anchor bolts to be 
supplied by BEe and HSCL mainly in Hot aDd Cold Rolling Mill areas, 
(iii) lack of resources in manpower, equipment and shuttering material 
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en the p'art of the -contractors of HSCL,(1v) frequent Labour trouble 
amongst the workers of the contractors. 

4.17. During evidence also, the Managing Director of i3SL stated 
that the main reason why the work was not started ":Jy HSCL by January. 
1967 was that HSCL did n:>t 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 d() 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. lbis 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 undergr:>und 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 rec:msidered. 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 t:J a phased sequence of work. Steps were 
being taken to increase the man-p:ower as well as resources for construc-
tion work. 

4.19. As to the reasons for awardirtg the wJrk 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 iIi items like earth work or simple 
concreting works. There was enough capacity available anj any other 
organisation could do that. But HSCL had to take and specialise in 
difficult and complieated items of work. It was on that basis that they 
wer-e going ahead. In the last two years the methOd fol~owed was th~t 

HSCL had given the work on open tenders basis to small groups ·::'If con-
tractors. The HSCL had stepped in deficient areas. Th~y 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 p1ant c:mstruction. Therefore 
they were devetdpin~ fa~ and were contemplating to take, more and more 
erecti()n 'Works in the first nh<l~~ of Bol::ar() Stee1 Plant Construction. In 
the e~"~l'Ision pr::lgramme of BSL, their contribution would be still more. 
900 L.S.-4 
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4.20. On the other band the BSL felt that "HSCL as it bas organised 
itself, does not entirely fulfil the object for which a construction ,organisa-
tion 40r 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 t() 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 gpod as could have been when 
only one organisation existed to control and dUect 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 
HSeL 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. Therebre, it was thought that an organisation should be built u? 
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 tit 
in with this idea. 

4.22. The Committee haft foUDd that B.s.L. are very uahappy by the 
Imposldon of the coatrading finD HSCL 011. die.... They feel that there 
11M been annec:essary duplication 01 5'8'pft"'fbioa work amd consequent em-
pIoy.ent of dopUcate supenlsory". 'I1Iis has also resulted in delay In 
tile execution of tile wortt. B.S.L. pleads helplessness in the sihWion to 
1ft tile work executed IICCOntiag to their time sc:bedoIe. 

On tile other hand the Committee have fouad tIIat Hiadustan Steel 
Works Construction Ltd. ... IDOS8y sab-contracted die work and we not do.... tile work tbemselves. TIle original idea "as that U.s.C.L woaId 
410 the job themselves and DOt salt-let tile work. 

The Committee feel that tWs aperimeat has not worbd wen, 011 the 
other IIaad It bas worked to die detrimeat of B.S.L. B.S.L. sIIoaId haft 
lretdom to 1ft their work done ia the most expeditious .... ecoDWIk 
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_anner as they deem fit so that die I118118gement of B.S.L. may be heJd 
.responsible both for the completion of the Project within the time 
schedule and for getting tile work doae on e6timated costs. This was 
-not possible if a Public Sector contractOl' like n.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 
1trrough 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 tbe constructional staft and also to develop experience and 
-expelfue in civIl and engineering work of .. nature. But the Committee 
feel that this cannot be allowed to be done at the cost of a project, in thE 
'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, n.s.C.L. has to be withdrawn. 

C. Plant and Equipment 

4.24. The t::>tal quantities of equipment structures and refractories 
1'equired for BSL 1st Stage are as follows:-

Equipment 
Structures 
Refractories 

276,800 tonnes 
235,841 tonnes 
212,086 tonnes 

The break-up indicating the source of sUWly as on 31st luly, 1969 
ts given below:-

Bquipment 

Source of Supply Tonnage Value 
(Rs. in 

Remarks 

million) 

I. U.S.S.R. 101,502 1,547'80 Notional 
figure 

2. Czechoslovakia 1,400 24'06 

3. Public Sector 
HEC 72>415 959 '30 

M.A.M.C. 10,491 Rate not 
yet fina1is-
ed. 

Others 7,4 ~3 Do. 

4. Private Sector 
(i) Ordered. 26,381 243'99 Notional 

figure 

(it') To be ordered . 32,034 

S. B.S.L. Workshops 25,149 

276,795 



Value (Ra. in 
million) ---------------------------------------- -------

SIrtIafmI 

I. U.S.S.1l. • 
a. Pub) ic: Sector : 

(j) as.c.L. 
(if) H.B.C. • 

3. Private Sector : 
(i) Ordered 

r (iJ) To be ordered . 

I. U.S.S.R. 
2. Private Sector : 

(i) Ordered. 

(ii) To be ordered 
(III) U.S.S.R. SU/JIIIiu • 

21M3 47'%7 Notionat 
figure 

149.884 36%'9:> 

%6,6S6 64'%0 

%6>43% 47·60 Notional 
figure 

IS,161 

239.S76 

%3,138 

171.9%3 1S'% 

17.0.16 

21%,087 

4.25. Under the terms of contracts entered into by B.s.L. with MIs. 
Tjazhpromexport, the latter were required to furnisb 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 MIs. Dastur & Co. that 
'there is DO provision in the Bokaro StceI-Soviet contracts for a pbased 
prosramme f~r the delivery of working drawings by the Soviet Union and 
for the supply of Soviet technical documentation for the manufacture of 
equipment in India. IDCODip1etc Soviet design assignments and data 
have held up the wort in many cases. Some of the Dasturco drawings 
had been held up again and again because of non-availability of Soviet 
desip assignments and iDformation on time as well as data from equipment 
auppHers in India'. 

4.27. During evidence the Managing Director, B.S.L. informed that 
the total tonnage for which design documentation were to be furnished 
by the Soviet Consultants under the ~ was 93,000. tonnes approxi-
mately. Out of this, design documentation for 42,000 tons i.e. for fi"rst 
bta~t furnace was to be supplied within nine months. 1\e tonnage for 
which design documeDtation were receiwd within tJUs period was 31,OO(t 
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The deSi.8l1 ducumentatian sttpplied within 24 months of the date of 
contract was 91,800 taIis and the outstanding at present was ooly abOut 
10 tons. 

4.28. It was, however, admitted by BSL tllat in soine cases there wa,s 
,delay in receipt of drawings from Soviet Consultants. One of the reasons 
for sbw progress in the civil Engineering Works w~ "non receipt Qf 
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 cammunications IUld delay in pre-
paration of working drawings for the units to be designed by Dasturco due 
10 delay in supply of technical data by the equipment suppliers in lndia 
115 well as in U.S.S.R-' . 

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

The tJnnage of material to be received from U.S.S.R. (Category-wise) 
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 upto 3Ist total 

July, 1969 
at 

CaIqltta 
Port 

Equipment 101,502 59,156 58'2 
Steel Structurals 21>443 7>432 34'7 
Recfnctories 23,138. 1,139 4'9 
Pipes and other goods 23,929 10,586 44'2 

*Thecontract for supply of 18,347 tannes 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 conlract i.e. by 31st July, 1970. The contract not include a phased 
delivery schedule. However, forecast of shipment for every year and 
break-Up thereol qoorter-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. 

4.31. 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 steel 
structures. • The B.S.L. has also informed that they have requested tho: 
Soviet suppliers to ~fer shipment of 5,000 tonnes of electrical equipment 
and those items of mechanical equipment of rolling mills which have nJ! 
yet been shipped from the Soviet Union, because they are not required: 
for erection immediately. '_I' 

4.32. The Committee were also informed that the supplies of (he· 
equipment was not done in the pr::lper sequence to match the construc-
tien schedule. This has resulted in delay of the construction programme. 
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 roIling 
mills required much later have already been supplied. As to the steps 
taken to clear the backbg and speed up the supplies the Committee were· 
informed that Mis. 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 bad 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 Coamittee regret to note dIat there bad been delays in the· 
aupply 01 drawlags and equipment by the foreign collaborators. The inordi-
nate delay in the supply of dra~ bas caused serious delays and upsets 
both in the dvU construdion progranuue and also in the manufacture of" 
macbIaery and equipment in India. 

4.34. It is .., surprising that in respect of equipment suppfy. tbe 
('Ontr&d with USSR stipulated only an overall period of fifty months for 
the supply of equipment, from the date of sIpiDg the contract and did not 
Include a phased delivery scbedule. 'l1ae result was that while 011 ~ one 
hand the supplies were de&deDt to the eldeat of 10,000 toanes for the 
first blast fumace complex, a large II'IIIftbeto of items of roIting mills re-
quired much later bave already been ~. 

In order to ensure the supply of equipmeat in time ad in the proper 
seqDeJKe required lot' consl1'uc:tioa .... erection it was essential to include 
COIDpoaen~wise phased delivery sdIedaIe ia accordance with the ~ of 
the project.. Tbe Conwlwi'.ee coahI .. DO _tWa..1oty exp'-e'ion for 
tbb omissio.. in the centrad entered Iato with the Soviet suppIien aacf 
wou1<J Bite It to be- lI .. estigaIted Into ... respo.iWIity &xed for such a 
vital omissioll wWda 11M .... CO ......... loa 
---;At the time ofi~~;~t verification, t~ Ministry informed that total tonnage of" 

structurals received at the end of January, 1970 was 10643-
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4.35. The Committee feel that such a vital and technical cootract 
document ought to have beeo either drawn up by competeot qualifit.'Ci 
technical meo or vetted by them before signing. The Committee fuId that 
Dasturco has made comments 00 such omissions in tbe cootract. H 
the Government bad 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 b"i"De in mind in entering 
into cootracts in future with the suppliers of plant and machiDery. 

. - (b) Supply Of equipment from public sector undertakings. 

4.36. In the case of public sector undertakings, the Committee were 
informed that upto 31 st July, 1969, as against the target of 11.672 tonnes, 
the equipment received was only 6,101 tonnes (52 per cent) H.E.C. & 
MAMC were the principal 'Suppliers in the public sector. There had 
been delay of 6 months in the com'p'letbn 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 
:o,y Bokaro Steel Limited taking into consideration their erection schedule 
and not the HEC's manufacturing capacity. After considerable discus-
sion 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 
Steel Limited and Heavy Engineering Corporation on the 9th April, 1969 
Heavy Engineering Corporation have to supply' approximately n,ooo 
tonnes of equipment and 27,210 tonnes of steel structurals by the end of 
December, 1971. According to the phased schedule of deliveries nearly 
19,200 tonnes lof 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 equi'pment (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 ~ B.S.L. out of supplies made upto January, 1970, 
supply of 1,235 tonnes 'Jf equipment were out of sequence. It was ex-
plained that due to non-recei'pt 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 &0 how is it tb3t 
it toot H.B.C. and B.S.L. a period of 1 * years to finalise the delivery 
schedule after ~8 the letter of intent in July, 1967. They were jD-
formed that most of this period was taken up in clarifying the specifica-
tions, giving working drawings and so 011, 

(u) Mining and Allied Machinery Corporation 

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

I 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 pJsition in respect of other Public Undertakings is as 
follows-

BHBL, Triehy 

Instrum~ntation Ltd. 

BHBL, HyJ:ra'>li 

HEI, Bhollal . 

I.T.I.. lIallga10re 

BHEL, Hardwar 

B.B.L .• Daogalore 

Hln:i.ut.Jn Cables Ltd. 

T:J:l~ q ll"ltity ordered Total supplies 

22,000 valves 1400 

~ 1,227 tonnes 210 tonnes 

1,)14 tonneJ- 533 tonnea 
turbo-blowen & 
turbo compressors 

ISo tonnes-
132-KV Switchgear 

87 tonnes 

1,600 tonnes-Iarge 400 tonnes 
capacity transformers 

60 tonnes 20 tonnes 

260 tonnes motors 134 tOnne$ 

• Very high frequen~ All equipment ready 
transreceiversets. for despatch. 

263 tonnes of Nil 
communications cables 

4.43. Except in the case of communication cables from HindustaB 
C..ables Ltd., the supplies from these undertakings have been keeping in 
line with requirements and according to schedule. 
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(c) Supplies 0/ equipment from private sector 

4.44. Out of 63,000 tonnes of equipment to be prxured from private 
-sector for the 1.7 million tonne stage orders have already been placed 
for 41,000 tonnes. About 3,364 tonnes have .':leen received/deS'patcbed/ 
inspected against a target of 14,737 toones. Against 42,113 toones of 
steel structure 34,907 tonnes have been ordered and 1,070 tonnes of 
~ctures have been received against a target of 3,349 tonnes. 

(d) Position 0/ supply Of cranes 

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

Source of supply 

U.S.S.R. 

H.E.C .. 

Number of cranes 

21 

Other Public Undertakings (Garden Reah Workshops and Tunghabhadra 
Steel Products Ltd.). . . . . . . " 26 

Private Sector 208 

H. E. S. hu f.1 rther s :l'J-::ontracted the cra nes as fiJllowS 

Garden Reach Workshops Ltd. 

U.S.S.R. 

Private Sector . 

To be manufactured by H.E.S. 

61 

5 

7 

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 
,deh? in pro~u!'ernent of equipment and materials were non-availability of 
steel plates to specification IS-226 and 1S-2062 and in quantity from indi-
genous sources in time, difficulties experienced by 'private sector suppliers 
in making supplies of equipment in time due b non-availa':Jility of steel 
and imported components. 

4.47. The Committee regret to note that it took B.S.L. and H.E.e. a 
period of 18 months from tile elate of placing of letter of intent, to clarify 
the specificadons, to give the working cInnrings 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 delay. During tbis period the Secretary of 
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die Miaktry of IadtutriaI Development and Company Aftairs was also the 
Chairman of B.S.L. It was expected that 811Ch a combioadoa of posts would 
lead to better coordiDatioa and expeditious disposal Hd setdemeat, but 
instead it took 80 long for these two public sedor underta~ to settle these-
matters. 

The COlDIDittee cannot help expressing their distress that the coocemecl 
Ministries failed to take oy effcdive steps and to provide necessary leaclcr-
ship to streamline the work of these two corporatioas 80 that the loss of 
time and money could be avoided. 

4.48. The Committee regret to note tbat 8fl against the target of 11,672 
to lUte! of equipment to be supplied by the public sedor 0DCIeda1dnp upto 
31st July. 1969 the equipment adwIIIy received was only 6,101 toJIIIe8 i.e., 
52 per cent. of the target fixed. In tile case of H.E.C. as against 72,415 
tonnes to be supplied in .... the actual deliveries up to the end of J_ary, 
1970 have been only 10,840 toanes. 

4.49. The Committee also view with concern that there had been delays 
hi wpplies from H.E.C. even with reference to the revised schedule prepared 
in November. 1968. Doring evidence the Secretary of the Ministry of 
Steel and Heavy Engineering admitted that "the delays in H.F_C. were due 
to their own o~anlsRdonal deficiencies. Tbere are some instances wbere 
mapplies from USSR were delayed but the major portion of delays has been 
due to their own faults. Unfortunately that is tme". 

The Committee were. however, usured that in pursuance of the receM-
mendations of the ColDIDittee on Public Undertakings (1967-68) in their 
14th Report on H.E.Coo a study of the working of the Corporation was made 
by a technical team comprising oOicers of the Bureau of Public Enterprises. 
Corrective me_ures were being taken to remove the deficiencies poioted 
out In their report. The Committee trwt Chat etIedi1"e 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.!iO. The Committee have noted widl concern dlat M.A.M.C. h:lve 
failed to keep up even their revbed and !JC81ed down delivery schedule. 
As against 4.650 tonnes to be supplied by the 1st quarter of 1970, they llave 
supplied only 700 tonaes upto 25th February, 1970. 'De Committee 
have naminecl flUs y.- the workiaR ad perfol'lD8llCe of M.A.M.C. 11tey 
have an impression that M.A.M.C. will DOt be able to make supplies acc0rd-
ing to their CODIaUtIIIeIm. Tberefore, B.S.L. will be bdtet' advised to ~clt 
alternative sources of supply In or;:" .... to ensare that their own coustroction 
schedules do not get delaye:1 on 8CCOIIIIt of faIae 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' 
cralles which were to be received in the first quarter of 1970 only 24 cranes 
have been received/ despatched. This is bound to effect adversely the' 
construction programme at the site. 

4.52. The Committee wonld like that it be examined and reported 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 reuoos therefor. 

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

4.54. 1be Committee find dIat the deliveries from the private sector 
suppliers are also not acconIing to the schedule of delivery. B.S.L. bas 
generally explained that this is doe Co DOn-availability of steel and imported' 
components. The R.S.L. and the Ministry should ensure that the private 
sedor companies who are to supply equipment/material to B.S.L. get timely' 
releases and the import Ikences as the C&IIe 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 tJ 'procure 96 per cent of 
the'same from indigenous sources. Order was accordingly placed for 
the requirement of refractories ~or three blast furnaces and four batteries 
of coke ovens on various mlUlufacturers 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 Ion 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 IOf a further quantity of 962 
tonnes and 24,063 tonnes qf 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 worn; 
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I{b) oon-availability of alloy steel moulds~ 

(c) frequent breakdown in the plaut; 

(d) stringent GOST specificatio.os; 

(e) too risid visual inspection in regard to iron spot (melt-outs) 
hair.l.iDe cracks, lamination, crizzles voices, pin holes, etc. 

(f) non-availability of raw materials like superior grade keyspite 
and fu~d alumina. 

4.58. The specifications adopted by Bokaro Steel Plant are stringent, 
but the requirements of Bokara in respect of temperature, pressures and 
other factors are more strinlt'Dt as compared to those of other steel pLnts 
and therefore the specifications of the refractory will have to conform 
to these requirements. Rigid inspection had to be resortod to because 
the variations in the test results from samp1e to sample are too high. It 
has been the experience that there is a lack of control on tbe manufactur-
ing operation in some of the r.efractosy plants. 

4.59. With a view to adhering to the present construction schedule 
and easing the supp1y 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 procedute based pn the recommendatbns 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 meeting with the Indian Refractory MakelS AssocIation on 
23rd December. J 969, Bol-nro Steel Ltd. have obtained finn commitment 
oJ suppliers from the refractory manufacturers. 

4.61. The Committee were, however, infonned by the representative of 
Indian Refract·;ll)t Makers ASSOI::iation that even since the Dotaro Steel 
Plant was planned they had been asking for the specifications of refractories 
thnt might be requi.red and the drawings of bric!.:;; to examine the shapes. 
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s~s..~. Btlt these details were not made available till the last momment 
wbtm the orders were going to be placed. When these were ultimately made: 
available it was foond that the specifications were much more stringent 
than were being used hitherto by the other steel plants. As a result of 
experiment5, physical and chemical properties of bricks were achieved. 
Before inviting tenders, a team of experts of Russian Collaborators visited! 
the plants of various rdractory makers to examine their capacity and capa-
bilities to manuiacture various types of bricks required for Dotaro. At that 
time they had occasion to exaJtline 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 evidenc~ 
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 d'd 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 ana 
disown their responsibility in the matter. 

4.63. In re~y 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 deve10p re--
searrh in the field of manufacture". 
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4.64. The Committee pointed out that the Indian Refractory Manufac-
'turers 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 technical 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 uso 
saying that the original tender time was not 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 Committe~ have noted with distress the supply position of 
refractories. We bave now long experience in the maaufacture of refrac-
tories required by the Steel Plants. The decision to make India 5eH-
tiufficient in regard to refractories was taken long ago. They regret to 
not(! that for our fourth steel plant we had to depend upon imports of 
ftfractories for 46,854 tonne5 against the total requirement of 198,008 
.co .... for Bokaro's first stage, i.e., for about 24 per cent of the total 
ft(luirements although originally it was estimated that 96 per cent of the 
l'efractories will be procured from indigenous sources. 

The mala poblt tbat bas been urged to justify import of refrac:ories is 
that the stringent spedfications required few Bokaro could not be met 
from indigenous supplies. The Committee feel that these specifications 
"Were known from the Tery date the decision was taken to build Bourn. 
1t Is evidently a failure of proper planning in time and lack of fore-thought 
on tbt part of BSL and of initiating action early enough to get the 
~trlngeat spedftcadons refractories maanfactmed in India, that has resuHed 
'in their ImpOrtation. Refractory Is DOt to be used Once but bas to be 
replaced periodically. Therefore, their mannfadlHe in India acconling to 
'the specifications Is • must in the long ron. If action was initiated in 
"'ears 1965-66 for their ID8IIUfactore there is no reason why they coold 
'GOt ba ... e been maaufadured in IndIa according to the specifications. 

4.66. The Indian Refractory Makers Assodadon have represented 
1hat they were not apprbed of the sped&catioas and quantity of refl'ltC-
-tories required saftideatly in advance. ney were told about tile spedfi-
-cations only at .. tilDe of inviting tenders. BSL ought to have conduct-
oed a saney of file lIIBDIIfactaring capacities and tile competence file Ie-
'fractory manafac:turers quite early eDODgb 1966-67 in ordei' tIutt die aeces-
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,-y temedial amODS rould be taken to ensure timely supplies of requisite 
~ and quality. 

4.67. India bas enough experience and expertise in the manufacture 
(If refractories which industry has nOw been in exDWnce for a large num-
b"r (If years. The totat dependence upon Russian expert advice even in 
the 'hnatter of refractories does not speak weD of our long standing ia tbiS 
indusfi'3v and also of our experience in the steel indtNr'y. The Committee 
would &.'lve be:ter appreciated if we bad depended on our own steel ex-
perts in t~e matter of rejectioDS or acceptance of refractories. The 
Committee l~eprecate this tendency to blame the foreign roDaborators for 
(lur fI~'D fany ares and sbortcomings. 

4.68. ThCJ) Committee wonld also like that the department/Ministry 
<onccmed d~ .ling with refractory industry should take note of tbe comp-
laints and the o,i bservations made by tbe BSL in the matter of certain short-
romings and ~JJures On the part of the refractory manufacturers. The 
technical wingr. of the concerned Ministry should appoint a committee to 
look into !~'uKSe matters to fOCUs the weaknesses and to take necessary re-
medial J'.aeasures so that tbe needs of the steel industry is fully and ade-
ClU~II'~4!.y met tbrough indigenous sources of supply. 

4.69. The Committee were informed that doe to the failures of the 
Indian refractory Manufacturers to meet the demands of Bokaro. the 
Gonmment was considering of putting np a refractory plant in the public 
'Sector. The Committee do not understand why this was not considered 
early enough to obviate importS. On the other band, the Indian Refractory 
M!l~.,;ers Association represented to the Committee that the industry bas 
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 tbem to organise production. 
The Committee feel that before the Govenunent 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 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 tbe public sector. 
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ORGANISATION AND PERSONNEL 
\ 

S.l. Section 9S of Maaonmdum of Association of Bokaro gwel Ltd.,. 
provides that the number of Directors shall not be less than ~ nor more 
tban twelve. Section 96(b) ibid. also provides that the .·dent may 
from time to time appoint a Chairman and Deputy Chairman the Board 
of D.i.recton and ODC or more MaoagiDg Directors frOm among' the members. 
of the Board. ' 

r 

S.2. The Board of Directors of the Company at prese\ll consisted of 
the foUowing eight members includ'mg the Olairman and'~ Managing 
Director tm 31st December. 1969. "'- - -

1. Shri N. N. Wancboo, Chairman " 

2. Shri N. M. WaaIe 

3. Sltri k. Sreeniv8san 

4. Dr. A. K. Bose 

S. Shri J. C. Luther 

6. Shri N. R. Reddy 

7. Sbri S. N. Singh 

8. Shri M. SoDdhi, Manaaing Director. 

S.3. It bad however beea reconstituted with effect IrOm 1st Januarl. 
1970 as foUows~ 

1. S1ui M. SODdhl. Qairman-cum-Managing Director-

Dirt'CtorJ 

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

3. Sltri R. P. Billimaria, Director (Hindustan Steel Ltd) 

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

eAfJpninte.1 u Cbaitmh cum-MaNlina Diftctor (rom 26th Ftbnruy, 19?'O. 
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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 I. It was noticed that out of three non-offic~al 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 SO per 
cent of the meetings of the Board. 

5.S. 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 tbeir 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 meetin,. 
of the Board. 

5.6. In this connection, the Committee find that ill 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 affair. of the Company should 
be considered for re-appoiDtment." 

*Appoirted as Director on 8-1-70. 
900 LA-5 
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5.7. III their reply, 00mmneDt h8d stated as tollowa: 

"Govern,menl accept the view that members of Board of Public Enter-
prises should be regular in their attendance of Board Meetinp and should 
tae 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 enterprir.:s. 

Oae of the l'C&sons why IOIIIe of the Board members, particularly 
Government officials who have been put in the Boardl of Public Enter-
prises. are not very regular in their attendance is tbat they are members of 
too many Boards and they cannot do justice to all the Boards of which 
they are member!!. In order to eliminate this difficulty. Government have 
decided that GO\lernment officials should normally serve as part time 
Directors in oat more than two Boards. As regards oon-official Directors 
also (io·t'crnment have decided that those who have not been regular in 
attending Board Meetings or have not shown in~erest in the affairs or the 
enterprisc'! of which they have been Dire<:tors should not be retained as 
Directors at the time of reconstitution of the Board. 

The whole policy regarding selection 0( right persons to serve as part~ 
time Directors in Public Enterprises is under review at the moment." 

5.8. The COIIlIII.IUee are surprIIed to __ tIaat aItJIouaIa we have speat 
Bearty as. 3500 crofel on public eJIUIrpriIes aDd ev_ after • "pie of 10 
yean. the Govemaaent ban .. yet evolved a de., concept abOIIt die CGDoo 
.......... CCNPPOSfdo. of tile ....... of Diredoq for public eaterprises. 
ne Gove ..... nt ave said cr..t "tile ,..... policy reprdi ... die selectioD of 
...... ptnoas to sene as a puC date directors .. die pabIic eaterprises Is 
.nd« the review at tile 1BOJDeIIt." To a aaesdoe as to what are the fac-
tors ..... are kept in view for die appc... ... CJf BoIII'd CJf DIrectors, the 
StntfM') ., the M..a, .... tit die 6be of eftdeBce "I ..,peKe that 
factor'" ...... e ..... of ........ do IiIIIft .apetteace of • ....,. of 
~ ..... therefore tlaelr IMhice .. reg tied to .,cry ....... bIe." 

S.9. 1'IlI C ........ ea_ ............. 0( DIrtdoI. CJf a project 
of ............ 01 ........... IIIdIIde • teal of IadIHaI oa'1orsy 
wIdc:It ...... y • ,..., ...... ";8 ... Iur IIIe ...... neadion of 
eM p.jecIt. n_, ~ sIloIIM 6t _ .. __ of .... m, in tlai. fllllC-
.....,.. .... 1adIi ............ of ~ 10 ... die Go.,enuneIIt 
dIaes _ ...... "'"'" ........ tile a.w EsecIIfhoe CJf die protect 
~ DIret10r "'/or CIwIa_) redres or resipt. 

5.10. 'J'Mft Is sdI ...... II 'Ill ... ., _ ......... ~ 
01 the top _ .. _e .. ..., ..... of DIndors wIIIdl h IIOW hctnc 
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iIIaeasiacIy ..,Ied ....... II ... tile ... lIs ... · DIrectors operate ., 
a collltellatioa, i.e., ... doseIt -.., .. ad • bit ..... 

1lIe Board of Directors sItoaId he 80 coastkuted that H die top ...... pes 
fw UJ' rea&GII, a penoa ..... widIIn the projett. wIlo 1118 the necessary 
experience and background of the project and who is conversant witb the 
problems immediately steps in to take the place. In a project of the 
dimeusioa of Bokaro to import a new man whenever a vacant occurs ,.01 
al,,'ays result in set backs because the aew iucumbeut will take his own 
time to get familiarised with the problems. 

5.11. The Committee &ad that the Board 01 Directort of 8okaro, 
~betber the present one or the .-evious one, were c:onstitDted of directors 
who may be caUe4 'birds of passage.' Exeepdnx tbe Managiag Director 
DOlle of them bas got responsibilities of execution aDd the career of DOlle 
gf them is dependent upoa the success or the faillII'e of the Bokaro. 'J1Ie 
Co~ee consider that tile concepts 01 (i) making the fortunes (career) 
of Dir«tors foUy identified with the failure of success of a project (0) ..... 
dud~ in the Board a team of the top fuadionarie5 .. the project lamed 
of bavnig ooly the Managing Director ad (iii) Importing an element of 
heirarcby in that functional team should be properly examined aad given 
elect to in the constitution of the Board of Directors for public 
eaterprises. 

S.12. As regards DOn-oftic:ial elemeat in the Board of Directors, the 
Comtnittee find that their number was three in the previous Board out of 
a total of eight which bas now heen reduced to one in the existing board of 
10 diI'ectors. 1be COllllllittee feel that it is useful to have non-ofticials OR 
the Board but only one such director is not suftideaa. 

The MelllOl'8DClam of Assodadoo. prcK'ides that the maximum of direc-
tor!' 0( abe BoenI would be twelve. Tbe CoIDIDittee feels that it wHI be 
useful to have at least fairty good proportion of the members of the Board 
from among ooa-oflkials. 

5.13. TIle CommlUee are Rot happy at the selectioa of the non-oftidal 
directors firstly purely from the angle that they have not been takina 
interest in the affaln of the Compaay as Is evident from the fact that tbe 
two non-oflicial directors (Shri N. M. Wagle and Shri re. Sreenivasan) 
attended only aboIIt 50 pel' cent of the meetings during the Ia.t three yea .... 
One df them Shri Wagle appears to be a professional directors being Gn 

the board of 24 conapanles. It Is also IBICIerstoocI that be Is retired member 
of the IDdIan a .. u Serrice, The Government wUI do better if they give 
IIIOI'e thought to die seIedIoa of the noJHftldal directors and make sure 
that oaIy sadt pel'" are DO· ... ·.ed wIIo ..... e tile time to take intCl'le5f 
iii die aliain of tile eo. ..... , _ who IuIve really a wide sweep of expe-
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......... '.W 71 aT" .. .....,. Ilia ...... el.dIe type .. cW 

....... of ......., die ........... die Sea..., of die MiIIJIIDT .. 
IIImIetf ...., .... to be ia tile an=befio. of die directors. TIle Com-
..... 1M .., .............. criteriIa ...... by die Setretaly .... 
... beea .... CIII't .. wille _ .... die .......... eo tile Bobro BoanL 

5.14. ne MtIHIaiiCIui/Artide of Auociadn. of Bobro Steel Limit-
ed ...,. be ........,. 2 •• '" to pronde dIat .., director wIlD .. absented 
..... for son ...... two consecadve meednp wkhout 1aIdag taYe of 
.... e U9IeI Co be a IIIeIIIber of the Board. 

B. A~ of Claairmu 

5.15. Shri N. N. Wanchoo, Secretary of the Ministry of Iron and 
SteeJ was appointed as Chairman. Bokaro Steel Ud. on 4th February. ] 964. 
Shri Wanchoo ceased to be the Secretary of the Ministry of Iron & Steel 
from 1 st August, 1966 when he was appointed a! Secretary of the Ministry 
of Industrial Development & Company Affairs. He continued as Chair-
man uptiU 25th February, 1970, i·e. tiU his rctireml!nt from civil semce 
... hen Shri M. Sandhi was appointed as Chainnan-cum-Managing Director 
of Bokaro Saeel Ltd. 

S.16. Government decided in November, 1961 tbat 'ao Secretary of 
Ministry/Department shuJl be a member of any Board. The practice of 
appointing the Secretaries of the M'mistries even as members of a Board 
what to say as Chairman of a Board of a Public Undertaking is also con-
tract to the recommendation of Estimates Committee. In their 52nd Re-
port of the Estimates Committee (1963-64) had observed as foDows:-

"The Committee have expressed themselves clearly on many occa-
sions about the inadvisabiljty of th~ practire of associating 
senior secretariat offiCial with the Boards of Directors of 
Public Undertakings. They have pointed out that (i) the 
practice lends to blurring of responsibilitic.'s of the Secretary 
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 execution of those policies 
and; 

(ii) It is not possible for such an official to give efticient attentioD 
to the affairs of the undertakinp in addition to ,performing his 
nor\1U\l duties. The Committee would like to add that decisions 
at t~ Board mee&iDgs are arrived. at by coocensus of opinion. 
It may weD happen that· if the Secn-tary is out-voted. he caD 
be embaras.scd if he was to fiabt the recomrnendatioJti before 
his Minister. 
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The Committee do not understand why the Secretaries or Addition-
al Secretaries have been appomted 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 
Govemment~ 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. 0965-66) the Committee on Public 
Undertakings also deprecated the practice of appointing Secretary as Chair-
man of a Corporation. The Administrative Reforms Commission also 
orl!commended in their Report on Public Undertakings in October, 1961 as 
follows: 

"No Officer of a Ministt:y 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. T~e Government accepted the above recommendations but de-
cided that the restriction about Secretaries to Government not being includ-
ed in the Board of Management should apply only to industrial and com-
mercial Undertakings. 

5.19. The Committee enquired during eviden~e 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 against such appointment 
and in violation of the recommendation of Parliamentary Committees. 
The Ch~irman, B.S. L. stated as at the time of evidence in August, 1969, 
~s follows:-

''In the Steel Ministry when I was Secretary and the Bokaro Steel 
Board was being constituted it was felt that since 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-Govemment person. There-
fore, a special order of the Government was passed that the 
then Secretary of the Steel Ministry, which I 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 was that 
if the Chairman of the Corporation carries on detailed nego-
tiations with foreip Governments and if ultimately some sort 
of Government sanction has to be obtained then it becomes 
extremely difficult for the Government of India to make 8.QY 



al&eaaatioas at a later Ilap &0 what tbe Chairman of the 
Corposlition ma,bavc apeccl to. It was UDdorstood that this-
appointment wall to be of a temporary nature and was to ter-

fIIiaatc as soon as tbc major contracts wiQ the foreign Govern-
centI (which was a sign for the combination of the appoint-
ment) have been signed. These major contracts were signed. 
by 1966 aDd thereupoa, Iinoe I was aware of the circumstances. 
in which I bad been specially appointed to be Chairman of 
8okaro Steel Ltd., I submitted my resignation to tbe Government 
from the Olai.rmansbip of the Dobro Steel Ltd. Shortly 
after that I was transferred to the Ministry of Iodustry_ 
EYeD when 1 was in the Ministry of Industry I had repeatedly 
submitted mj resignation from the Chairmanship of the Board 
of Bohro to the Government as lately as October and Novem- ' 
bee last and again I submitted my resignation in writing. I 
had spoken !lCveral times to the Ministers cODccrnl!d to relieve 
me of Olairmansbip because I feel that way. Why Govern-
ment did not accept my resignation, I am afraid, I am not. 
in • ·poIitloo to stili. All that I can say is that at least a 
doIen times I had spoken to the ~rttariCi 9f the Ministry 
concerned and Ministries concerned asking them, pressinC 

them to relieve me of this particular post [cannot do more 
thaD that. After aJ) I am a Government officer and if I am 
asked to COIltinue I cannot say, I reluse to conliDue". 

S.lO As rcprds the reasoos for not ~pting the resignation, and: 
.. ofIe(l on worle of tbe Company due to combination of the two postst 
abe OtainDan, B.sL. stated as foUows:-

"As regards, the reasons for not accepting my resignationt I am 
afraid no special rcasoDS were giv~n to mc. I was just asked 
to continue and I continued. As regards the ef[ect OD work. 
my view is that while in the earlier stages of a project when 
nosotiations with a fOJeip Government are carried 00, W\: 

save a great deal of time by combining the duties, but this 
arrangement should always be a temporary thing and this 
should be abandoned as soon as 1."C principal contract agree-
menlS with the foreign GoYernments are signed. This was in 
fact the reason far appointing me as the Chairman of Bokaro 
aad at that ... combiDatioD V!as useful and justified. Beyond: 
that 1 do not think there is any advantage. In fact there is • 
disadvantage of the Secretary CODtinuing as OJairman. As 
reprds adverse effect, my fecting is that 1 tried to do the best: 
undet adverse circumstances. Though I bad lot of other work._ 
I bave tried to miDimile the achasc ef[ect with the coQJhiua-
doD of duties". 



MI have been devoting a great deal of time sometimes to the detri-
ment of my other duties. H 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 Chainnan some body who 
bas less burden than I have". 

S.21. Tile .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 Dobro Steel Ltd. He stated as follows:-

"AU that I can saJy is that Governnlent have been-I can at least 
say from my own experience of several Departments--trying 
and thinking of finding a suitabl~ successor. But the difficulty 
has always been that at a time when the work at Bokaro has 
been gathering momentum it is extremely difficult to find a 
person who would have anything like the same experience, 
knowledge and competence whi,ch Mr. Wanchoo has had 
among other re~ons for his loni association with this project. 

We also felt, if I may say so, I am not saying in extenuation of 
somethioa ~ch has .been done against the recommendation 
of the Estimates Committee, one of !he basic reasons why it 
has been decided in principle that Government should not 
appoint Secretaries and AddJ. Secretaries as Chairman or 

\ Directors is that Secretary of a Ministry or Add!. Secretary 
an officer is principal Adviser of the Mmister and therefore it 
is embanwillg and wtong in principle that he should have to 
advise the .Minister on his work. He is responsible to the 
Ministry on bebalf of the public undertaking and he has to 
advise the Minister as to the perfonnance of that public under-
taking. These two functions cannot be combined. It causes 
embarassmeot and that I think is the basic reason why 
this decision in principle has 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 judging the perform-
ance. So my only reason for mentiooingtbis ground is that 
though Govemmenthas not been able to implement SO far 
this decision of the Estimates Committee, and that of coone, 
is certainly a matter for critici!;m and We will do our best to 
implement but perhapo; tbe basic rea,;on on wbich tbis accepted 
principle is based has not been infringep because Mr. Wanchoo 
is not ~e Secretary of the same Mjni~tl) to which this under-
taking beloniS. 
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5.22. Asked whether there was any evidence of efforts made by the 

MW.istry during the last five years to find a substitute, the Secretary of the 
MII'lI~trv 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 
evidence. These things are nllrmaUy not Doted upon. I 00 
not think I will be able to dis~owr any written evidence in 
this direction but as 1 said I am sJ)l:aking from my own expe-
rience. For the last 8 or 9 mo~ths we have been thinking on 
this matter because Mr. Wan.:hoo hOlS himseH been writing to 
us for being relieved. We hav~' heen Hnding it extremely 
difficult to find a successor. ObViously the successor should 
be a man of stature and seniont} to carry weight because of the 
fact that very senior and te-;;'l1ical and OTher persolUlel are 
working there". 

5.13. The Committee regref to DOte .... the Secretary 01 the MiDistry 
of Iron and Steel WIS appobleed .. the CbaIrma of B.s.L. oa4th Febnary, 
1964 conbwy to tile deddo. of tile Goveraaaeat taken as early as 
NO\'eBlber, 1961 daaa Mao SecI'etMy 01 the MIaIstry/Depedmeu( ...... be • 
member of .y Board", ............... to die recoauaeadadons of the 
Estimatn COIIHDiCtee (referred ill pan 5.16) II8d ac:cepted by tile Govena-
...... TIle Coaz ,11tee do ... IIp'ee willa .... ~ "ered by the 
CItaInua of B.S.L. (referred to ............. 5.19) ~ the appolat-
.... o' the Secretary as ~ of •. S.L. TIle COIIlJIIiUee are of the 
... dIat by com .... die two ...... III OBI perIOD JIIIIDeIy that of the 
Secretaryllllp of die MIUtry and die CIIainaaardIIp c.4 abe Board of DIrec-
ton tile Govem..... were denied of aa iadependeat review of the whole 
..,dadoat aacI .......... beew ... B.5.L. ..... .... SoTiet collaborators. 
By appoInCiaa tile 5ecnta'y • .... a...n-, die MIBIItry ROt Indirectly 
COIIIIDItIed by tbe aaree.eat antnd at by .... ChIlI .... of die B.S.L. and 
..... the GoverDllleDt 01 ..... lost a ....... opportIIIdty to improve the 
tenas of the ~ment wida the foreign collaborators. In the opinion 
of die Co...uttee If these two posts were DOt COI8IIIaed Ia ODe person lind 
tIae advice 01 tile PartiaaIea., eo ........ was followed _ DOt disftgard-
td, dae GoYenuaeea .... me ... _ opportaaiay both to improve the 
__ 01 the ~ment ... to say no to such of the terms wbkh Oft 

eecoed rmew coaId .ve .... __ ..,. to die .. , ..... of the country. 
TIle ............ JOlt • HCOIId de 01 referaace aDd .... ."...,V2I. 
The ConuaIaee feel dial ... , of the defects discoftfed ill tile agreemeat 
.. coatndI wIdI abe fonIp coII.IINI'lIIOn ~ ......w han bl!t"lt 
nc:dIe. .... .... beeII aiftII a JeCOIItt loot by die Secftary ftf dw 
Milllltryt • lie were ..... die CWa M 01 B.S.L. 

5.24. 'Be C ........ are .... E ........... t ...... atIer 
~ .. die aca.te .......... die ..,,_ n. of Oshrr 01 
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Public uadertakiap, .. also ill uUft' disreprd of the interest of the 
B.S.L. itself, Govenuneot COIItinued to bave Sbri N. N. WancIIoo as the 
Chairman of R.s.L. while be was also the Secretary of the Ministry of 
IPdustry Development and Comptay Affairs. Even Shri Waac:hoo told 
the Committee that he was dissatisfied with Ibis arraagement of du.al res-
poasibility-Secretary of the Ministry of Industrial DeveloPlDent and 
Company AJfairs and the Chairman of B.S.L. He was frank enought to 
state before the CollllDittee "in fact there b dWadvauUage of the Secreftlry 
continuing as Cbainnan. As regards adverse elfec:ts, my feeUng is that 
I tried to do the best under adverse clrcamstances. lbough I bad lot of 
other work, I had tried to minimise the adverse e1fects with the combina· 
tion of dudes .......... In principle it would have been better to appoint 
a Chairman some body who had less burden than I have." 

S.2S. Sbri Wanchoo thus admitted that one or the other duties assigned 
to him did suffer. 1bis fact should largely explain the lack of proper 
supervision and coordination and delay in decision making in many vital 
matters which has resulted in de1aye4 coDStruction and loss of money. 

5.26. Shri Wanchoo stated before the Committee that he submitted 
his resignation from the ('1Iairmanship of BSL oot once but seven! times 
and he pleaded to the relieved. TIle Committee are surprbed that the 
Ministry could not find a suitable inmmbat for this post as stated "' 
the present Secretary of the Ministry of Steel aDd Heavy Engineeril1g 
(or the last 5 years. The least the Committee could say is that this d~s 
not speak web of our earnestness and efficiency H 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. lbe Committee do not agree with tile plea advaac:ed by the 
Secretary of the Miniqry of Steel and Heay EagineeriDg wben he says 
that on Mr. Wanchoo's transfer from the Ministry of Iron and Steel to the 
Ministry of Industrial DeveiopmeDt aod Company Mairs, the spirit of 
the Estimates Committee's recommendations was fulfilled and the hasic 
principle had not been iofringecI bec-.e Shrl Wanchoo is Secretary in 
another Ministry and bad 110 part in advisiag the Minister for Steel in 
judging tbe performance of Bokaro. The Secretary has missed the other 
Important principle eaunciated by the Estimates Committee at paragraph 
5.16(ii) wherein it is stated "it is not possible for such an official to give 
efficient attention to tbe affairs of the UDdertaking Is additioD to perform-
lag Ids normal duties." Sbri Wandaoo has conceded this point of Yiew 
from his own experience when be Itated the work under Ids charge did 
sder. TIle Committee feel fhat if tile Secretary of the Ministry of Steel 
felt that be coaId DOt relieve SIIrI W-.choo from die Cbairmambip of 
.. R.s.L. on a«GIDd of his ftIt nperience .... knowItdt!e aad long stand-
lag Ills mraud daties." Shri WIIDdIoo ... coaceded .. point of view 
~e .... froBI die SecretarysIdp of tile MiIIistry of IDdaBtriaI Develop-
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c. SDft "''11". 
'.21. The tint anenmeDt of the manpower requirement for B.S.L. was 

IDIdc ill the preliminary project Rport on .Bokaro Sted Plant prepared by 
MIl, M. N. Dattur Co. in 1959. Tbey ~stitt1atcd the requirement of man-
power for Works Department at 12,174 for a plant with a capacity of 2 
mitljon loones per annum. This was, however, only indicative and was. 
mtended for 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. Th1s was also based on only a preliminary study. The)· 
h8(.1 stated that the standard force of each dep~t would have to be 
fixed on the basis of systematic industrial engineering studies, taking into 
a(,'Count the details of equipment, layout, material handling, instrumentatioa 
and automation, as finalised. The Soviet D.P.R. for 1.7 million ton.ae 
stage I estimated the requirement of manpower for Works Departments at 
13.100 and that for Stage II 19,240. This report contained only the jol> 
titles and the Dumber of men required for each job. For the recruitlDett. 
and training ofpcrlOlUlel, the detailed manning lists had to be worked out 
after catepilltion .~ lepart1llelit5, managerial and supervisory positions, 
workers wage classification, identification of job requirement and the speci-
fications of qualiBcation 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 Resean:b. a representative of Dasturco and the work study Manager 
0( Bokaro Steel Plant. The Report of manpower Committee was received 
in December. 1967. It estimated tbe number of employees for Works 
Department at 13.600. for stage I. The Manpower Committee did not 
estimate the manpower requirements for stage D. This Rq)(lrt was ac-
cepted in April, '1968 as a working basis (or planning future recruilment 
and training of personDel. 

S.30. The following table gives the staff strength (category-wi~) 
dwing the last five yean: 
-~- .. - ".---.~.,~.~ 

As_ Asoo AI on As OIl As OIl 
31-U-65 3'-12-66 3~·1z-67 31-1.1-68 31-J~ 

Maneprlal . 30 36 39 57 sa 
$uperYMry . 140 liS z67 4SO p8 

Stllled. semi-tldlkd,. QDlt:iUtd 
21b .., .aa6 0Icc l1li4 odIIer·..... . ,sa aoI3 

Tom. - .. ,.., ....,. -
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5.31. As repros the steps taken to ensure that there was no over-
staffing the Committee were informed that the proposal for additional staff.· 
are initiated by the Heads of Departments concerned and then e "{amine 
by the Work Study Department. The recommendations of the Work 
Study Department and comments of the Finance are taken into consider-J-
uon b,r 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 sm. laspectIoa Unit 
5.32. The Management of Bokaro Steel Plant Ltd. invited the staff 

inspection unit (S.LU.) 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 personnel during the cons-' 
truction stage. 

5.33. The Committee were informed that the method of study 
adopted by S.LU. was as foUows:-

"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 tll-
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 tor the existing workloads was assessed' 
with reference to the norms recommended by the Work Study 
Department af,tert obtaining clarification wherever necessary 
from the Workstudy Officers. In other cases, where worbtudy 
had not been conducted, assessment of the existing workloads 
and the ll16Ilpower 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 witb respect to the 
Medical Department. Some members of the team visited! 
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tbe headquarters of the H.iDdustaa Steel Ltd. at R:mchi to 
escertain the .norms adopted by them foe stafling of the steel 
plants at Rourkela, Bhilai and Durgapur. Discussions were 
also held with the Chief Engineer, Hindustan S~lworks 
Construction Ltd., Director, Bureau of Public Eoterprisea and 
Adviser (Production), Bureau of Public Enterprises". 

5.34. The S.I.U. submitted its report in October, 1968. In their 
Rcpon, the S.I.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 engineering work. BSL bas more staff for supervisiog the work of 
BSCL than the Jatkr has engaged for supervision over tbe execution (It • 
,he same work by sever,,! contractors. The existing workload for main-
tenance of Township does no justify a fuU tledged maintenance division. 
The number of staff employed is far in excess of the number of complaints 
attended to". 

5.35. 11ae Committee 8nd that the ........... ent of itself iaYited tile 
staft inspection .nit to undertake a study of staftiag of tbe Company as it 
...... felt ...... ItIIdy by .. lade ......................... o ...... tion like 
Sol.ll. would be useful to ..... DOIWI ............ for assessment of 
workload _ the reqgJre.e1lt of.... CoMeqaeady, die CollUlliUee 8re 
IIIIpI"IIed ewer die ...... by die Secretary of tile MInIstry and of tile 
M ....... DirectOr of B.s.L ..... S.I.U. were DOt compeCent IlDd ft-
pedence e........ to do the Job ibid tllerefore they were unable to accept 
..... IaapIeaIeat dae reco.........., .. of 5.I.U. The reaIIsadoD abollt the 
COIDpeteaee of S.I.V. bas come to them after the Report was fiu'ised ..... 
.............. wtae. they ban foDnd .... S.I.U.1aaYe adversely commented 
.,.. tile .. .are..... ... pattera. The ConllDidee do Dot agree with 
the yiew .... IUCb • reflew was DOt MCn rry' ....... the formative sfa)!eS 
of • project by _ Iadependeat aatt.ority.' On tile other baud the Com-
BIIftee feel ..... tIIere sIIoIIId he • proper rniew reprcfinR tile employment 
...... 'workers .. aD ~ by an IndependeDt .ad quaIi&ed ..... 
...... _III' m.DI espert .. order to deCeraaiDe .... daere Is proper ntl1lsa-
doD of die WGIIdaa Ion:e ..... dIeft II _ "erstaIIiaK lit .y point 10 .... 

die CODItndioD could he completed hotIa ec:onoDlkally aDd elkiendy. 
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FINANCIAL MATI'ERS 

A. Capilal 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 R". I 096.1 million till the end of 31 st 
December, 1969 raising the total share capital to Rs. 3,126 million. 

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

B. Profitability 

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

(i) Blast Furnace coke 
(it) Fluxed Sinter 
(iii) Basic: Iron 
(iv) Foundary Iron 
(v) Steel Ingots 

(m) Slabs 
Cob) Coils from hot strip mill 
(oil) Hot rolled coils IDd sheet. 
(&) Cold rolled coil. and sheets 
(s) Galvanised plate comJ8Rted .heeta • 

In Rup:e 
{tonne 

86 
44 

1ST 
163 
224 
261 
29; 
34; 
437 
iS18 

6.4. The Committee were informed that the figures indicated above for 
the BSL cost at the 4 million stage were oot 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 io the year 1964. Since then,. 
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,the price 01. the two priDcipal raw materials, viz,., irJD ore aDd coal have 
.,0De up very appreciably. 

Further, consequent to devaluation ,the cost of the plant bad increaseci 
brinaing a heavier burden of depreciatioA cbarJes and other fixed apensa 
like interest on capital on the COlt of producmn. 

6.S. During evidence, the Secretary of the Ministry stated that the 
present estimates for cost of production for different products at stages 1 
and 11 and the comparative figures for Rourkela Steel Plant (1967-68) 
were 81 tIIlowJ:-

Pi, iroll (Fo\Uldary Grade) 

Steellnaot• 

Hot rolled sheets and coils 

.cold roUed theeta and coUs 

(Price RI.pel tOlll"e)iil 
Rourkela Bokaro 4 millon 

1.7 tonne tonne 
,talC 'tale 

379 

6~ 

860 

HOO 

~77 

424 
,86 

743 
------_.'--------------------

6.6. It wJ1i be seen from tbe above that even at 4 million tonne stage 
the estimated cost of production for different products was higher than 
the COlt of production of similar products in lburkela Steel Plant. 

6.7. As to the reasons for bigh cost of rproduction. the Committee 
were informed that the first stage of the pr .)ject provided for built-in 
capacity, especially in Steel Rolling Mills, which is considered relatively a 
sophisticated item. The cap;lcity of the Rolling Mills is 5.S million tonnes. 
rn the layout. provision has also been made for setting up additional Con-

-verters in the Steel Melting Shops N~. 1 and 2 for setting, up othec 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-
'alf, the capital oost 0( the project is hiIb. The prOject. therefore, will 
not be economically viable at the 1.7 miUbil toone stage. It is, howevo!r, 
e)(pected that on attainment of the ultimate capacity, the cost of the end-
products will bear comparison with the othor steel plants producing similar 
producta. 

6.8. It was also stated that as Rourkc1a Steel Plant was built fiVe years 
ago, the C.-pitat C;)St was Jess in Rourkela as compared to Dobro Steel 
Plant. The Capital cost per toUPe of steel in Rourkela was Rs. 2160 as 
apiost Rs. 4.000 and Rs. 2,474 in Dobro Steel Plant for 1 st and 2nd 
~t8F FespectiYely. 



6.9. In ail eoaaeetion, the Committee were informed that because of 
high cost of production in the lst 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 tile expansion programme as a continuous process 
from 1 st stage, the loss suffered w.)uld 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 
10 cut dOwn these losses. They had provided Rs. 122 crores in P:mrth 
Five Year Plan for the expansion of Bokaro Steel Plant. But this would 
help the plant to aCQieve a capacity of 2.5 million tonnes only. The 
Plant will make a prt'lfit 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 million toone production in 1 st 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 
rhat 1.7 million stage would have a fairly substantia] 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 st1lge there would still have to be some phasing. Tho 
building up had to be gradual in any case. He did not think it w)uld 
have made very much" difference. 

6.11. The Committee also enquired whether it would not have ~een 
better to set u'p a plant of smaller capacity so that th~ loss due to idle 
capacity and heavy itwe~ment oould be cut down. The Chairman, BSL 
stated during evidence asfollows:-

''The trouble is once 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 p)sition, optimum size of steel plant is 5-6 million 
tons." 

"Nevertheless left to myself, I am a believer in conservatism, I 
would select a smaller plant. But I must however, fall in 
line, whatever is the tendency all over the world. Here we 
have not devehped sufficient experience just to run huge plant 
and probably 1 million may be economical. Even for struc-
tural plant you should have 2 million. It j<; purely my 
opinion and not experts. All ex'p'erts are against me. They 
want 4 milion toos." 

6.12 •. 1'he Committee W dIat Ia order to take advantage of die eoo.o-
JPks of the lal1!e !QJe P"OCIucdoa. the GoveroJllent decWe4 to ha'!e a steel 
ph ... at...o widI a capIdty of 4 aaiDion to ..... However, they dedcJ-
««I to put up this t8p8clfy in two steges and ..... one was of die npacify 
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of J.7 ..... toues. ne Ce ''iee wtft .ery .... pea ... '" to hd 
tUt the beadita of die Kale of prodacdoa wII DOt be ImIiIaWe to tile 
couatry even lit 4 ndlJioa tODnew pro:hadion. FI'OaI tile colllp8rison of 
coM of prodacdoa as shown ia ........ 6.5 of die Report It will be seeD 
tbat tile COlt of prodaction per toue ia aD cateaoria of tile final products 
at 4 IDiIUoa toanes ... Is higber tt.a tile COlt of dIoIe lie-. produced by 
Ronrkela whoee capacity Is only 1.8 DIiIIioa..... 'I'InIs, die CoDlDlitt~ 
Is uaabIe to find what adl'1lDt8p accnaes to die NadeB by 1nsCa00ng Q big 
capadty nnit1 The ultimate criteria in dedding the size of the unit could 
only be the cost of production per tonne. If these comparative prices 
ginn are correct tIIen the Coauaittee feel there Is DO jnsfdic:adoa Ia bavinl 
• 4 million tonaes capacity plant In Bobro. Tbe Coamaittee feel that 
tile economies of scale at Bobro should compensate even a slighd, 
JUper capital InvestIDent per tonne of iastaIW capacity. The CoIlllllittU, 
therefore. strongly recommend that • proper and a thorongh techno.ecor.o-
.. k Itady .hould be immediately made wit •• view to ~ the situtioIt 
10 that the Nation could ...... e foil adTantaIe of die seale ef proclucti!)D and 
pt steel at colt eom.,..bIe to Rourkela if not lower.... This techno-
economic: study sIIoald be made by laDy qualified techaIcaI men and econ&-
... YIIhbIe bt tile country wIIe8Ier fa Go •• .,eDt IUd Public Secfer 
or Pm_ SeetoI' or outside. The Govea ............. aIIIo BOt feel shy to 
take tile advke wherever It may be avaIIMIe wIIedaeI' tIIIide the c:GUntry 
or outside the country In order to bnpron die tedIaoIOI.,V and eecmonUcs 
01 die Bobro ProJect. 

• At tbe Itarce or ra~tull verification, tbe Ministry fumilhed the following figures of 
tbe COlt of production at Rourkela Steel Plant for the year 1968-69:-

RI. pertonne • PI" Iron ~7'S3 

Stoel iDIOts . 4II 'IS 

'i.R. Coil, 647'6) 

H.R. Sheela, 7°1'24 

C.R. Sheeta 1,111'93 

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.S; 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 c0m-
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 cost! at the same figure as have gone into the cost estimates of 
RourkeJa in the year 1968-69. The Committee would like the Mini5tIyf 
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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 CoIIIIDittee have also noted a.t the Steel rolling mill wze at 
Bobro bas built ia capaclfy for going up to 5.5 miDioD tODDeS. ThIs built 
in capacity should not be put forward another excuse for Dot having Bokaro 
in the secoDcl stage as a viable commerdaI unit. 

6.14. The Committee "'ve been told that stage one i.e., 1.7 million 
tonnes productioD stage will Dever be viable UBit and B.S.L. will CODtinue 
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 Cr4nes 
estimate. The Committee are perturbed to learn that BSL will continue 
to loss Rs. 20 CFOres per annum during the first stage of production till 
it reaches 4 million toDoes produdion. Even if a decision ~ taken to go 
in for 4 million toones production It will take 4 years to repcb the sel'Ond 
stage. Thus, the Committee have noted that the project is doomed to 
Incur a loSs of Rs. 80 crores. Therefore the compulsioD of the stiua-
tion obliges that Bokaro reaches 4 million tonnes productioD stage at tbe 
earliest in order to contain these losses. The Committee Dote that the 
Govemment have already taken a decision to go in for 4 mnllOD toanes 
expansion immediately. The Committee, would, however, llke to empba-
me and caution that there is imperative need for a proper techno-econo-
mic reappraisal in order that the 4 millioD tomles stage becomes reaDy a pro-
fitable venture. The Committee would like tbe Government to take lessom 
from first stage of construction so that mistakes committed in the first 
stage are not repeated. Then alone it is wortltwhile taking a decision to go 
in for expansion for 4 million tollDes. 

6,15, The Committee would like to reiterate that there is a need for 
utmost caution aDd strict enforcement of economy OD expenditure both on 
comtruction and operating COSt in view of very heavy capital investment 
per '01lDe of steel and in view of the heaTy losses that are likely to take 
place In die first dale. 

6.16. De tecbno-ec:ouomic study suggested by the CoDIIDittee should 
also determine the prodact-mb: 80 that the production at Bokaro W11J have 
ready market both in IDdia and abroad and we do not produce items whlda 
are not saleable or whose cost may be sudl that these could not be market-
ed either in IDdia or abroad. 

6.17. 'J1Ie CoJIIDIiUee feel tIIat the PartiaJDeat ougbt to have been kept 
Wonaed about tile ecoDOlBks of tile Bokaro in the first stage aDd the Gov-
fiDweIIt eaght tn llave taken the Parliuleut into conftdeDce about the 
900 L.S.-6 
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losses that "'cre Ijkely to be ,dered during the first stage. The Committee 
find that the B.S.L and MiAi4;try were fully aware from the beginning that 
BobI'o at the finl stage would incar losses. This fad ougld to tun-e beeII 
brought "pccifically to tbe DOtice of Parliameat. The Committee would 
!W~esl that in future whenever b~ plants are set up in st~es the financial 
implication" about profit/Ios'i in each stage shOtild be brought to the notice 
of Parliament wbile obtaining tht"ir approval for setting up such plants.. 
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CONCLUSION 

7.1. TIle BoIwo Steel Plaut was COIIC __ ill 1957 when GoYernnaent 
asked Hilldusta. Steel Ltd. to take pnIimiaary steps for the installation or 
die new steel works at Bokaro ..... it "HI net be before June, 1973 that the 
constradioa of first state of the plant is expected to be completed. 'I1IaI 
it wiD take Govenuaeat mole dum 15 years to establish a new steel plant 
with a capacity of 1.7 million tonnes. Out of Ibis period of 15 years, pre-
liminaries like calliag for PreHIIIinary Project Report, Detailed Project 
Report and settlinc the question of foreign aid and collaboration took about 
tJ years and the coDStrudio. is expected to take about 7 years fmm the 
date of signing of contracts witlt tile Soviet collaborators for the ltopply of 
plant and machinery. Such a 10111 period in establishing a new plant CD 
1aardly be justified. TIle CollUllittee desire that Govemmeat should Rive 
serious cunsideratioa to this ID8tter to reduce the time lag in establishlnl 
Be" proiects ill future. 

7.2. Originally Bobro Steel was to be financed oat of the foreign aid 
from U.s.A. bat this request had to be w:tladrawa because of the opposition 
in the U.s. ConJress. Then the Goverament of India received oler from 
U.S.S.R. for fiDllllCial and tedanical llid fo.. setting up the Bokaro Steel. 
The U.s.s.R. Government dered credit np to Rs. 166.6 crores on a liberal 
term bearing .. intet'est of only loS per cent repayable in t 2 ~ears. As 
11 consequence of this oller a D.P.R. was prepared by the Soviet coOabora-
tol'll and su~d to die Govel'lUllellt. 

7.3. The Committee find that MIs. Duaarco wbo were the General 
Consultant of the Ministry were side·tracked and according to Pastor he 
was not a.qociated in die teclutical dIscUIIions witIa the So'flet collaborato ... 
in ABgUSt, 1964 ad dlereafter wide. 'had iaaportant technical lmpHcatl" .. 
and uIti ... ely resulted ill a JdgII cost project'. The D.P.R. submitted by 
the Soviet collaborators was no donbt e .. m ....... by a bit( technkal crun-
IRittee consisting of 12 penom. But this euadution of die 28 volume. 
of tile D.P.R. was done In hardly a montIa's date. 11Ie OmImlttee fHl 
that file D.P.R. deserved a far greater scrutiay aDd that it was ROt liven a 
proper technical appraisal on the ballis of which investment ckdsion of over 
lb. 600 crores ought to have beeR made. 

'I1Ie eo-tttee feel .... the eomIuJdon of the D.P.R. by a Tecbaltal 
Contmiftee call IIOI'81811y pro'" a second opinion. Elfecdve scrnffny by 
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tile ...aare of work IfIeIf aa .., be .... by • closely eo-ordiaated, co.-
pdeat. ('OMU"aIICJ orpniudoa. DoP ..... to be reviewed DOt piecaaeai 
wida IooIe .......u.tioa of pieces bat .. _ .iategrwIed project report. 

7.4. The Goverameat Iadiag tile COlt of die project as submitted by 
SoTJet collabonMors u Yery ....., .......... MIl. Dastarco for a cost 
redudioa Audy. Bat before efta pUIag IIIdt a cost redaction study report 
fro_ Dutureo tile GOYerD.... IIped aareemeats with tile Soviet eolia-
borators for tile IUppIy of CApdpawat, draw", IIDd for readeriag tedmical 
... lItaaee. MI •• Daatarco were givea oaIy se'f'ea weeks dme to produce 
a eost re4uctio. ltDdy on tIUs YOIaminoas report, which tbey produced 
......... a cost ndacdon of Rs. 187.5 crores in the ftrst stage. Dusturco 
howner prefaced this report stating tbat 'due to the very liniited time avaH-
able only .... jor Iteau of redadion are bldicated and further sco~ for cost 
redunioa exists, and co..... be reaI!sed by contiauing study aDd implemen-
tation during tile eagineerIng and COIIStrDdion of the plat. The Soviet 
proposals On technology and equipment are retained M far 115 possible and 
daanan ~ only where die resulting bene. were substanmP. 
According to R.s.L this cost reduction ,lady lacked detailed tedmIcaJ 
designs bas:s, detailed eost calculations and break-up of cost savin!!!. Dow-
ner, without obtaiaina the required iafo ......... fro. Mis. DMturro snd 
witIIout studyJIIR In detaU the ....... ns .... by them, tile f'.ovemment 
Hnt a deleptioa to Moscow to dbcass these proposals with the Soviets. 
The Com.ittee flad that DO serious wortIIwhile effort was .... de to reduce 
the cost and alti .... teIy a redaction of only RI. 9.5 crores W85 obtained. 
nc Committee un foud that tile JItItOdatIons wIdt the Soviets Were' 

ru8hed tJaro..... De CollHlllttee feel that the GoYerament ought to haYe 
bLflnted on havlllJl ellODgh time for coadderadon of tile D.P.R. and other 
ronnede'Ci mattmI and not allowed themselves to be stampeded into enter-
.... Important agree_ents without proper and detailed scruthty. 

TIle C~a .. njffee are coast,." to obse"e dIat ",lIIIe on the one band 
III tile prepaI1ItioD ... tile· execation of tbe project there .... been inonfnaate 
delay resul.... In burdeaiDR ~ protect with considerable iacrease in tile 
capital cost. GD tile other ....... _ critical occadons wlkn tIIroaP careful 
ICI'UtJny considerable -.y CHId me been ~end, decisions wen 
al'l'h'ed at widt aalllSd ......... . 

7.S. The Committee 8nd that the agreement eldered blto with the 
Ioftlp collaborators 1aacI vital omission like ab!Jeace 01 ., component-wille 
pIuI...ed delinry ~Wnle ... a«OnIaace with die aeeds of die project. TIle 
renIt WM that wtdIe o. cite ODe .......... ~ W'eft deldetd .., die 
uteat of 10.000 teues lor die &nt .................. iiUIiIbc:r of iteIRs' 
of roIIIna .... nqulaed ....... lane already beeII .....,..,.. 

7.6. ne C ......... feel ....... tile two posfs of CIaainaaB of R.S.L 
and die Stu..., of cite MIRIsary of 1I'0Il a Steel ROt beeII ~ Dr 
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eae penon, tbe Ministry could have as opportunity of maldng an indepen-
dent review 0( die whole aeaotiatioas aad agreements between B.S.L. and 
the Soviet coUaboratol'5. 

7.7. The Committee find that in the case of Bokaro Steel Plaut, the 
Government/B.s.L. llUUUlgement depended heavily on the advice of foreign 
coUaborators. It was decided to caD for another D.P.R. froID the Soviets 
although Go~emment 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. themsmes". It was 
proposed in 1964 to appoint M/s. Dasturco as princ:ipal cousuitant (or 
Bokaro Steel Ltd. and this was also announced in Lok Sa~ha on 9th April, 
1'64. But this position was reversed and the Soviet coDaborators were 
.appointed as principal c:onsultants because the Committee were told that 
'Soviet authorities were not willing to accept Dasturc:o as principal consul-
tant for the project and tbey said that they must remain in full and final 
lIutbority of the project altbough they would associate Dasturco, and this 
:fad wa<i told to the Secretary of the Ministry and the Minister 
concerned' altbough the Committee could not get any written 
-evidence to confirm this insistence of the Soviet coDaborators. Again 
Mis. Dasfnrc:o suggested in their cost reduction study tbat it was possible 
to effect savings to the extent of Rs. 107.5 crores in the first stage of Bokaro 
even if tbe basic: assumptions in the Soviet D.P.R. were accepted. But 
lIavings to the extent of only Rs. 9.5 crores could be given effect to because 
according to the Chairman B.S.L. the position was that 'tbe Russians were 
the primary c:onsultants for tbis project and we were not in a position to say 
that wbether they liked it Or not we would accept Dastur's line of 
1hinking'. 

7.S. India has enough experience of steel industry. Apart from two 
'5teel plants in the private sedor set up years ago, the Government had 
-experience of setting up three steel plants in tbe public sector. The fourth 
1IteeI plant at Bokaro was to be set up largely on tbe basis of experience 
lIYBllabie in India and the bulk of its supplies were alllO to come from the 
lndigenous sources. Dr. Dastnr was brought to India and Mis. Dasturco 
commissioned as a steel coosnltant for B.S.L. The Committee, however, 
find that for settins= up Bokaro, the Government had beavUy relied upon 
foreign know-bow and expertise which is DOW being supplied by the Soviet 
-coUaborators. Dastnrco from being the principal consultant were reduced 
10 doing consnltancy work only in respect of indigenous supplies from 
-private sedor and the major responsibility for setting up of the Bokaro was 
taen away from the IDcJiaa hands. Tbe Commktee ay'e ROt ~ to 
lIaving assistance/advice from foreign collaborators bot Gevernment shoald 
-never abrogate its rights of takiDg final declsioa in snch matters takiD!! Into 
-consideration aD die relev_t fadors indnding tile avaIiahie advice of 
Wia nperts; _ haviug takea certaID dedsioDl .... na-ieiag .. pros 
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ad cons tIIey lbottid IIOt feel slay 01 oWDiBc die reI,8IIIibiJity for Rda 
decWona instead of bIaaaioc the foreign coiIaboraton. 

7.9. The Collllllittee feel it Is the Government's respoasibility that the 
Ioreip aid aTaDable oa liberal terms from frieadly countries is pat to best 
lite. Tilere is. 110 ja8tifiaItion for acceptiag any project report which tile· 
Govenuuent is DOt satisfied is in the best interest of the country only on 
eouIderation of maIdag use of Hberal terms of foreign aid. 'The Com-
mtttee, therefore, are not happy to note from the statements of the Chair-
.... R.s.L. and the Secretary of the Ministry that they were more or less-
eompelled to accept the position because tbey "ere obliged to do so by the-
coantry givlna foreign ald. 

7. to. The Committee regret to note that according to tbe revised 
sehedule the first stage of Bokaro Steel Plant will be delayed by about 2'-
month'! as compared to tbe original schedule. Even this revised schedule-
Is subject to various uncertain factors. As a result of delay in construcdon,. 
the losses amounting to Rs. l2 crores on account of production, ad' 
establishment cost amounting to Rs. 6.7S crores have become unavoidable. 

7.11. The Committee are not convinc:ed that even the re"ised target 
dates of completion of first stage will be adhered to because of tbe various 
~rtaiD 'actors that have been brought to the notice of the Committee and 
H the present completion dates are not adhered to the resultant losses wilr 
be more than that has been estimated. 

7.11. The Committee very much regret to note that the Ministry has' 
failed to set up an efficient aclminiskath'e set up for BSL which could be-
equal to the task to construct and erect a Steel plant of such a hU2e dimen-
sion within the sdpulated time aDd within the estimated costs. As a result 
the target dates of completioa have been revised twice and the costs have-
J.een increased by Rs. 90 croml. 

7.1l. The ~retary of the Ministry during the evidence before the 
Committee admitted that "there have been some organisational fal1ures on 
the part of BSI."· "hich failure was also responsible for the delay in cons-
tmdlon and losM'-S. The Committee were told that in order to improve 
their mana~ement technique they were no" Introducing a system of net-
work analysis which would be done by Dastorco. The Committee were 
Wonned by n.starco that 'the Bokaro Project is in a mess from the very 
~nnlD1! because there Is DO proper consulting en,pneer on tbe project. 
It Is the fnnctioa of • ~ engineer .part. from drawing up the Cflrre<'t 
proJect. an ec:oaomk project and a viable a,nit. also to do during the design 
... CGIISttIJCtioll stars tile complete ~ scheduling Siipti tision. 
follOw .,' ..... expt4ldoa. . All dIese·1tems "ere a part of· our work nidi-
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We were supposed to be doiag. It was takea out of our work and DO bo4y 
is doing it'. The Committee failed to get a s8tisfadory uswer as to wby 
proper steps were DOt taken from the very inception to organise die JII8II8Ie-
ment on such lines. ' 

7.14. The Committee find that theI'e bas not been propel' thougbt and 
urgency shown in the constitution of board of maoagement 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, B.s.L. himself, one of the duties of his dual 
cbara:e 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~­
eftCe and background of the problems of Bomo would step into to take 
his place. Eub time a vacalk.'y CHXOJTed the Ministry got at the loose~d 
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 !esulted in temporary 
setbacks. In the appointment of the Board of Management, the Committee 
would like the twin principles of functionalism and necessary managerial 
llierarclty to be organised in the inc:reasingIy accepted context of operating 
as a ConsteDatinn. 

7.16. The other major failure noticed by the Committee was in matter 
of supplies of equipment from indigenous sources, largely from the public 
sedor undertaking.'§ and also from the private sector factories. The Committee 
were surprised to find that inOl'diJuite delays took place in settling details 
of ' drawings, delivery schedules and the prices fr(»m the public sector nnder-
takings particularly nEC and MAMC. Even the revised deUvery schedn1es 
were not being adhered to by them. The Committee very much regret to 
DOte that the Government failed to provide tlte necessary leadersh'p to 
arrange this co·ordination among the public sector undertakings, so that the 
5IIpp1ies 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 JellSt 
the Government will see that all the 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 Decessary measures are taken so that the 
Bowo 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 agaiDst Dastorco's estimate of about Rs. 600 crores for 4 
million toUDes plant, the capital cost for first stage i~1f for ia capacity of 
L7 lliWoa tonnes will be Rs. 670 crores. The Committee .0 Gild that 
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Jaspiae of "v ... a plat wIdl a Iarp capadty wIIieh should result ia 
eeonomJet of sale the eost of prodDetioa per tolUlel at Bolwo Steel PIaDt 
nen at 4 IIIiIIioII &GlIDeS stage wiD be Idper 1Ium at Rourkela Steel Plant. 
nil matter dellel'Ves serious considendioa. 'The higher cost of prodnction 
wW not only ded the financial viability of Bokaro but high cost steel will 
advenely ded the eutire ecoDomy of the country as the prodoction cost 
of all industries aslag steel woaId go op. 'The Committee, therefore, urge 
that there is need for a proper teclmo-ecooomte reappraisal in order that 
Che 4 million stage becomes reaDy Ii profitable ventore~ 'I1lis study should 
be made by fuDy quaUfted technical men and ecooomists available in the 
country or from outside. 'The Committee woold like tlaat this report 
together with the Government decWolI5 may be laid 00 tbe Table of both 
the Houses 80 that the ParUament may get an occasion to express itself. 

7.1S. ne Committee find that Government have already annoUDced a 
decision to set up tlaree more Steel Plants at Vilakbapatnam, Hospet ~Dd 
Salem In the Public sector. Comprehensive details about these proposed 
steel plants have not been made public. 'The Committee recommend that 
Government should withoot delay briJig oat a comprehensive White Paper 
containing essential information aboat the size of the plants, the toapita! 
investment involved. the product-mix and the ntionale thereof, and in 
particular the economics aDd profitabDity of each of the plaats. The Com-
mittee need hardly stress that the White Paper should be prepared most 
carefully so as to give predse and realistic estimates of vital tactors which 
have a beariDl on the working of the steel plants 80 that Parliament and 
PubUc have dear Idea of the resources which are being committed to these 
..... and lac beaefit wllkh would accrue to the country therefrom. m.e 
Committee expect Govenuaeat to e.ke specific approval of Parliament to 
the setting up of these plants which are expected to play a crucial role In 
die development of ec:onomy of the country. 

New DELHI; 

April 27, 1970. 
Yaisakha 7, 1892 (5) 

M. B. RANA, 
Chairman. 

Committee on Public Undertakings. 



APPENDIX I 

Staument showing the lIUmber of meetings attended by the Director'-

Name of the Director Date of Date from Number of meetings attended during 
appoint- which he 
ment on ceases to .,.. 

I"- 00 0\ 0 10 10 
the Board be Direc- I' 10 \0 \0 \0 t"-t<\ I I I I I 

torin case I t<\ t<\ ('r\ t<\ t<\ to< I I I I I 
of past t<\ to< to< to< ... to< 

t<\ t<\ ('r\ .... ('r\ 

Directors 0 0 0 0 S 0 .... .... ... .... .... 
$ .,.. 10 t"- oo 0\ 

I 10 10 10 \0 10 ... I I I I I 
I '<t '<t '<t '<t '<t 0\ I I I I I 
N to< .. .. to< to< 

Total number of meetjrgs 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 4 2 
Dr. A. K. Bose 4-2-64 24-9-69 6 5 8 5 6 5 
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 1 
Shri K.S. Bhandari 28-3-66 9-10-68 1 5 5 3 
Shri Maheshwar Prasad 2-II-66 14-9-67 3 3 
Shri Jagjit Singh 13-1-67 12-9-69 4 5 1 
Shri S. V. Sohoni 16-II-67 18-6-69 5 
Shri J. C. Luther 5-1-68 continuing 1 6 8 
Shri N. R. Reddy 10-10-68 " 3 6 
Shri K. M. George 4-2-64 8-4-69 7 8 8 6 5 
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 1-1-70 " 1 
Shri R. P. Billimora 1-1-70 " I 

Shri Appu Rao 1-1-70 " ! 

Shri N. M. Wagle 
(reappointed) 1-1-70 " I 

Shri S.S. Mukheriee 8-1-70 " 1 
Shri V.V. Ramandham 8-1-70 " I 
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APPENDIX 0 

S:4J11 n:zry 0/ con:lwi01,:R""m:nen:latiom 0/ the Committee on Public Undertakings cor.tai1Ulti! 
in the Re/'OTt 

Serial Reference 
No. to para No. 

1 

in tbe Re-
port 

2 

2.23 to 
2.26 

.. _._---- ----.. - ----
S~m;nary of CJnclusions,:Recoulmendations 

3 

The Committee find that Dr. M. N. Dastur was 
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, Mis. 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 Goveromeot/B.S.L .. 
had with Soviet Collaborators 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-
ions and ultimately resulted in a high cost project." 

The Committee were anxious to find out as to why 
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-
sultanl<;. The Chairman. B.S.L. further explained 
that "we discussed it for several days and· unfortunate-
ly we were not able to persuade the Soviets to )rive 
a large chunk to Dasturs". The Committee feet that 
the Chairman of B.S.L. who was also the Secretary 
of the Steel Ministry at that time reversed the whole 

---------------
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2 2.27 

3 2.28 

H3 

3 

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, buY 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 tb.~ 
design consultan~y set up by Disturco 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 Comm~ttee 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 arid 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.~. The. Comfnittee, 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., 
I.O.C. and Bokaro Steel Ud. 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-
tiODs prevailing in India. They are generally guided 
by their own experiences. Therefore. to completely 
side-track the Indian experts is nc« 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 afa future date there may be a proper 
appraisal of the views of the experts and the dec1sions 
of the Government. 

The Committee find that Dasturco, the Indian 
Consultants of BSL had pointed out that there was a 
good scopi 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 5rlng down the capital 
investment. The Government were aware of the 
capital cost per ton of steel plant in India. The 
Committee 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-
ductioo will be 1.7 million tons the capital cost per 
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ton of steel at Bobro 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 MIs. Dasturco for cost 
reduction amounting to Rs. 107' 5 crores in 1 st 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 Mis. 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 instalIing 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 Govc.m-
ment should have more thoroughly examined 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 co<:ts. 

The following features also stand out rather 
conspicuously while reviewing the wh<.'le course of 
the jPalisation 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-
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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 was little chance of ac-
ceptance of any major changes in the design-
ing of Bokaro Steel Project by the Soviets. 
Govermncnt 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. 

(ii) The Memorandum c.f 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, Mis. Dasturco were therefore, 
asked to give concrete proposals for eOst 
reduction within seven weeks. The Com-
mittee are informed that the report subrni-
ted by Mis. Dasturco 'lacked detailed tech-
nical design basis, detailed cost calculation 
and break-up of cost savings.' As these 
were not readily forthcoming, Government 
bad to send the delegation to Moscow to 
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 fuDy and convinc~ 
the Soviet Consultants with the proposals. 
It was admitted by B.S.L. that the discus-
sions (at Moscow) were no doubt hantli-
capped by the Dobro Steel representatives 
not being funy conversant with the details 
of the design data and the cost reduction 
basis by Dasturco. 

The Committee feel that aD the discussions with 
Dastureo ought to have taken place in India and aD 
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the points should have been sorted out before going 
to Moscow. Tho Committee have not been able to 
8l'1'retiate 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 
otIier 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 dele-
gations for such technical negotiations either 
with foreign companies or Governments 
should as far as possible be headed by 
technical chiefs. 

(iv) Dr. Oastur stated in his evidence that 'Mr. 
Wanchoo dominated in the meetings (at 
Moscow). Whereas from the Soviet ~ide 
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 
qsed to argue and we wero 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 'Oasturco 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 MIs. Oasturco, Bokalo 
Steel Plant and the Government of India. 
Had there been a greater Understanding and 
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cooperation, probably the results would 
have been better in tile 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 eX only Rs. 9.S crores in the capital 
cost of the project in place of suggestions 
to the extent of Rs. len.S crores by 
Dasturco. 

There was likely to be an increase of about Rs. 90' 
crores over sanctioned capital estimates of Rs. 670' 
crores for 1 St stage of Bokaro Steel Plant. It j~, 
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 incuIred 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 anel re-
vised estimates, etc. The Committee are unablo: to 
appreciate why Bokaro Steel did not assess in time 
the ultimate cost of the project and variations from-
the original estimates. 

The Committcc 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 filf devaluation and 
proposals of cost reduction agreed upon by the Soviet 
side the revised cost of 1 st stage of the plant as sanc-
tioned by GoverIlln!nt is Rs. 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 committed to complete the 1 st stage 
of Dokaro 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 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 iikely 
to be. The Committee high1y deprecate the com-
placent attitude of the Government towards 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 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-
tating giving a trw 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 estinl'ated 
increase, if any, from the origina' 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 31 st 
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 RI. 760 crores which means the 
Government considers th'at the tot .. l1 investment on 

--_._-- -_._--_ .. - ...... -_._.- ._--_ .... - .. _._----
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Botam will ., up by Dout RI. 90 ceores above dae 
earlier' estiIIunes of RI. 676 erores as reported to the 
Plrliament vitk Demands for Grants 1967-68 oa the 
hlsis of wl*b appnmd for the estabIisbment of 
IJotaro Pfaftt WBS tateD. Prom the examination of 
the Bobrro Stool and the data that have been furnish-
ed to the Committee., they are convinced that even 
thit ftpre of Rs. 760 c:mrea as reported to tbc Parlia-
ment by the Minister may DOt be a firm figure. 

Wide variations betWCCIl tbe estim:ated cost and tfle 
actual ex~ bes become a common feature In 
the public sector projects. The Commitle4! would 
themore, watch with considerable anxiety as to bow 
in the ultimate analy!tis the actual cost compares with 
the estimated cost in t~ case of Bokaro Steel Plant 
both for Staae I aacI II. .' \ 

TIle Committee are distros&ed to note that the date 
of completioD 01 the Dobro Steel Plant has been 
revise.d twice and as 'a result of these revisions the 
completion of the construction has definitely been 
delayed by 27 months from the date of the original 
schedule of completion of construction. It has been 
stated tIow that sap I is t.xpected to be compkCtd 
accordiJII to .. revised tcbeduU by June, 1973. But 
the Committee fiDcj thai mID this date will not be 
adhcrocl to< benusc ·of the various uncertain factors 
poiated oat by BSL (vide paragraph 4.3-pago 69) 
The COIDmittee bas buD uaebIe to ascertain even the 
tentative date. 88 to when the construction of tbe first 
sta~ is likely to he completed. The Committee 
recommend that t8is matter should be properly 
examined and a fum dalte of completion of the Stage 
I should be reported to the Committee. 

As a re5u1t ~ the delay in the compWtiOn of the 
Stage I eyen by 27 IIlOilttis, the Committee very much 
regret to n~; that ~ losses amounting to Rs. 32 
crores OD' ace<J\JIlt of production and establishment 
ClOSt at W rilte of Rs. 25 latbs per month whicb WIll 
in 27 months amount to Rs. 6.15 crores have become 

.... _. __ ._---_ ... - --_ ...... --.-- ------. 
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ua.oidable. It may, ~,be noted that if the 
tatget date of completion of JUne, 1973 is not adhered 
to the Joss will be still more. The ma.in reasons for 
these losses are primarily due to the belated submis-
~ion of technical datas, drawings, cranes, delay in civil 
engineering work and supplies from private and public 
undertakings. Apart from these the Secretary of the 
Ministry f1as al~o admitted during evidence that "there 
have been some organisation"ai failures on the. part 
of B.S.L." which failure is also responsible for tbc 
above mentioned losses. The Committee were inform-
ed that steps have now been taken to remedy those 
organisatiooal failure by adopting a system of net-
work analysis ~ Dasturco which will show up the 
deficiencies at various points and whicb will also show 
how particular deficiencies can be by-passed if neces-
sal)'. In spite of tbe fact tbat Dasturco advocated 
the adoption of. the modern techniques of planning by 
BSL as early as ] 966, the Committee regret to note 
that the management at that stage ignored his advke 
anti as a result the avoidable organisational failures 
crept into the management of BSL 

The Committee have found th'at 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 tbe 
suppli;s from Public Sector Units. Tile, Committee 
would like that this uu.tter should receive most imme-
diate attention and should be settled as eady as possi-
"le. 

The Committee further desire that Government 
should ensure that other public undertakings who 

have to supply machineIly and equipment to Botaro 
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 bas been UD-
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necasary duplication of aupcrvWOD work and c0nse-
quent employment of duplicate supervisory sta1L 'fbis. 
has also resulted in delay in the cxecutioD 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 Ud. has mostly 
sub-contracted the work and are not doina 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 lor the c0m-
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 
coostruction 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. 

18 4.33 to 4.34 The Committee regret to note that there bad 
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 !IlCrious de-
lays and upsets both in the civil construction 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 
suppl;y, 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. 

, 20 4.47 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 tail to get a satisfac-
tory answer froRi BSL andHEC for this inordinate 

----------------~-.----.---,--------­.-. .-..~"" .... "',,' """""'v, 
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delay. During this period the Secretary of the Minis-
try of lndustrial I)evekJpment and Company Affairs 
waa also .&be CbaiRaan of B.S.L. It was expected that 
auch a combination of posts would lead to better co-
ordination and expeditious disposal and settlement, 
but instead it took so long for these two public sec-
tor UDdcctakinai to seUle these matters. 

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

The Committee regret to note that as 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 tbe 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 Committee aka view with concern that there 
had been delays in supplies from :aac. even with 
reference to the revised schedule prepared in Novem-
ber, 1968. During evidence the Secretary of 1he 
Ministry of Steel and Heavy Engineering admitted 
that "the del~s 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 is true." 

The Committee were, however, assured that in 
pursuance of the recommendations of the Committee 
• PuWic ~ (1967-68) in their 14th 
R.eport on lWC., a itUdy ;)f the working of the Cor-
poratioA was made by a 1echnical team comprising 
e.IMlcrs of .the Bureau of PuWic Enterprises aud the 
~ ~ of Technical Development. 
Qaere c&bo ..,..u- were ~ taken to remove the 
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deficiencies pointed out in their report. The Com-
mitlee trust that effective steps will be taken by thP, 
H.E.C. to ensure that the supplies to Dokaro 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 tonoes upto 25th February, 
1970. The Committee bave 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 eosure that their own construc-
tion schedules do not get delayed on account of failure 
of MAMC. 

2l 4.51 to 4.53 The Committee find from the information rece-

,.~. -~ 

4.54 

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 
oJ,lly 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 
reported to the Committee whether orders for the 
supply of cranes were placed in time and if there were 
delays in p1aclag of orders what were the reasons 
therefor. 

The Committee would also like to be informed 
the reasons for delays jn deliveries by the suppliers 
an4 who are the suppliers who have tailed to honour 
their conimitment of delivery. 

The Crunmit;tee tiAd that the deliveries from tile 
pdvate .wr 5upplien. are also not according to the 
schedule of delivery. BSL has generally exp1aiDed 
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that this is due to non-availability of steel and im· 
ported components. The BSL and the Minim, 
should ensure that the private sector companies who 
are to supply equipment/material to BSL get timely 
releases and the import liceDCel as the case may so 
that the progra1llDlC 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 refractories 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 althoup origin-
ally it was estimated that 96 per cent of the refrac-
tories will be procured from indigenous SOurcel. 

The main POint that has been ur&ed to justify 
import of refractories is t~at the stringent spcci.fica-
tions required for Bobro 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 uaed 0DCe but 
has to be replaced periodically. TIx:rcfore their manu-
facture in India according to the speci1icatiOll8 is a 
must in the long run. If action was initi~tted in years 
1965-66 for their manufacture there is DO reaaoa why 
they could not have been manufactured in India 
according to the speci1lcations. 

The Indian Refractory Makers Association have 
represented that they were not apprited of the speci-
fications and quantity of refractories requited sufIi-

--=~--.------ ... -.. ----- ---.---
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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 lor 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 exper~ce in the steel indusa,. The Com-
mittee would have better appreciated if we had d~ 
pended in our own steel experts in the matter of 
rejections or acceptance of refractoriea. The Com-
mittee depreciate this tendency to blame the foreign 
collaborators for our own failures and shortcomings. 

Tho Committee would also like that the depart-
meats aDd 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 indigenous sources of supply. 

The Committee 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 
fmPorta. On the other hand. the Indian Refractory 
Makers AssOciation represented to the Committee 
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dtat the iodUltry has adequate total installed capacity 
to meet the requiremmts of the steel industry based 
ell the presetrt pattern of demand for different quali-
dee. AH tbat they want is that operational ud 
cOlJl'tl'uctiODal 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 technical 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. 

19 5,8 tg 5.10 The CommittA=e 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. 

1be GOWtIIIMIIt ban said that t1Ie "the whole 
policy repaling the .... of right persons to serve 
• a put tiule diRctC!ll'l ill the public enterprises is 
UDder· the rcriow at the moment," To a question as 
to what are tho factors that are kept in view for the 
&Pflab .... of BoaRi of Directon, the Secretary of 
tho Miaistry atatCMI at the time of evidence "I suppose 
that factor i8 to have porsoas of this standing who 
experieaco of a number of industries and therefore 
their adYice is regarded to be very valuable," 

The Committee consider that the Board of Direc-
tors ci • piI.Qjoet ~ tho 4bnensions If JIokaro should 
iadude ... m (Ii __ .. , directors, which team 
maJ be ioiBtl¥ heW ~ for the proper exccu-
lion Qf the ~ n.. there ahould be an ele-
... of beinrchy in thia ~0na1 team included io 
the Boud of Directors so that the Government does 
........ t» 1oQse-en4. wWever the chief executive 
of &lao projogt (MMIgiaa J;U:c:tor and/or OIairman) 

--_._ .. __ .... ---------
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IOtires or BSigns. ~e iI ~ another element in 
the constitution and fwl~g of the top manage-
ment like the Board of DiIcctOrs which is DOW being 
increasingly adopted and that is that the functional 
directQrs operate as a constellation i~. as a closely 
integrated and a knit team. The Board of Directors 
~ould be so constituted that if the top man goes for 
any reason, a person from within the project, who ha5-
the necessary experience and background of the pro-
ject aQd who is conversint with the problems imme-
diately steps in to take the place. In a project of the 
dimension of Bokaro to import a new man 
whenever a vacancy occurs :will always result in set 
backs because the new iacumbent was Mund to take 
his own time to get familarised with the problems. 

The Committee fimt that the Board of Directors 
of Bokaro, whether the present one or the previous 
one, were constituted of directors who may be calJ,r.d 
'birds of passage.' Excepting the Managing Director 
DODe of them has got responsibilities of execution 
and the career of nODe of them is dependant upon 
the success or the failure of the Bokaro. The Com-
mittee mnskier that the concepts of (i) making the 
fortunes/ (career) of Directors fully identified with 
the failure 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 
(ill) importing an element of heirarchy in that func-
tional team should be properly exanlined and given 
effect to in the constitution of the Board of Directors 
for public eilterprises. 

As wprds I1GIHt1Iicia1 element in the Board of 
Directors, the Committee find that their Dumber was 
throe .ia the ~ joard out d. a total of eight 
whioh l1as GOW ~R T*aed to one in the existing 
.bQud of 10 direc;:tors. The Committee feel that it 
ii .usd'ul to have DQIl-o.ticials on the Board but only 
.one ,uch director is am su8icient. 

The Memorandum of Association provides that 
tbc max1mum IIUDlber of directors of the Board 
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woUld be twelve. The Committee feels that it will be 
uaeful to have at least a fairly good proportion of the 
members of the Board from among non-oflicials. 

32 5.13 The Committee are not happy at the selection of 
the non-oflicial 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-ofticial 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 
thouaht to the selection of the non-otlicial 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 
&taro Board. 

33 S.14 The Memorandum/Article of Association of 
Bokaro Steel Limited may be suitably amended to 
provide that any director who has absented himself 
for more than two consecutive meetings witho!lt 
taking leave of absence- Ceases to be k 1nenlber of the 
Board. 

34 S.23 The Committee regret to note that the Secretary 
of the Ministry of Iron 4: Steel was appointed as the 
Chairman of B.S.L. on 4th February, 1964 contrary 
to the decision of the Gov.emment taken as early as 
November 1961 that "no Secretary of the Ministry! 
Department shaD be a member of any Boaref', and 
in disregard to the ftlC()m~ations of the Estimates 

.------------ -,--------
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Committee which was accepted by the GovernmCDt. 

-i The CommiU8e 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 Govertlment 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 Commiffee 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. 

" 5.24 to 5.25 The Committee are further amazed lind dilr 
tressed that in utter disregard of the accepted prici-
pies 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. WancllOO as the Chairman of B.S.L. 
w1ille he was also the Secretary of Ministry of Indus-
trial Development and Company AffaIrs. Even Shri 
Wanchoo told the Committee that be was dissatisfied 
with this arrangement of dual responsibility-Secretary 
of the Ministry of Industrial Development and Com-
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IUY. Mairs - die Qtekwee of B.S.L. He was 
fruk ....... to ... III6are the Committee "ill fact 
tbtre it ~ fill ... IecretaIy CODtinuiDI as 
Cbairaau. As ntpIIIa ~ effects, my fee1UJg is 
that I ... ~ de the .. UDder adverse circ:um-
steuII. n.afl I ball lot of other wort. I bad 
trild to minimjee the IdYa:ae effects with the combi-
__ of odes .... In priecipIe it would have been 
beuer to appoint a Chairman some body who had less 
burde. than [ ba.ve." 

Shri Wanchoo thus admitted that oue or the other 
dutia asai&ned to him dld sWIer. This fact should 
JalJCly explain the lack of proper supervision and 
coordination and delay in decision making in many 
vital matter which has resulted in delaying construc-
tiOD and 1000S of money. 

Shri Wanchoo stated before the Committee that 
be submitted his resipation from the Chairman 6f 
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 Jallt S years. 
'The least the Committee could say is tbat this does 
not speak wen 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 agree. with . tlte plea 
advanced by the Secretary of t6e 'M1nish, of Steel 
and Heavy &gineerlng when he says that on Mr. 
Wanchoo~s transfer from the Ministry of Iron Steel 
fo 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 anot'ler Ministry and had 
no part in advising the Minister for Steel in judging 
the performance of Bo1caro." The Secreatry has 
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missed the other important principle enunciatecl by 
me- i!!aimates Oufimittee w1ierein it is stated "it is 
il()t possi1ste for such ail ofJtcial to give efficient 
attention to the affairs at tile undenaking in addition 
to performing. bis Dormal duties". Slui Wam::h80 
has conceded this ptl)int of view from his own 
experience when he stated that he work under his 
charge did suffer. The Committee feel that if the 
SeeJ.letary of the Ministry of Steel felt that he could 
DOt 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 cxooutmn of work at the pr01ect. 

The Committee find that the management of 
I.S.L. itself invited the staff inspection unit to under-
ta1re a study of staffing of the Company as it was felt 
tbat a study by an independenf and specia1iaed 
orgartisation like S.I.U. would be useful to suggest 
nortns and Ittandards for assessment of work-load and 
t'I1e requirements of staff. Consequently. the Com-
mittee are surprised over the statement by the Secre-
tary of the Millistry and of the Managing Director of 
ii.s.L. that S.1.0. wete not competent and experi-
enced enough to do the job and therefore they were 
unable to accord and implement the recommenda-
tions of'S.I.U. The realisatiOn about the COInpC1:ence 
of S.I.U. has come to them after the Repon was 
finalised and submitted and when they found that 
S.I.U. have adversely cbmmented upon the staff 
strength and pattern. The Committee do not agree 
with the view t'hat such a review was not necessary 
'during the formative stages of a project by an 
independent authority'. On the other hand the 
Committee feel that thete 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 work;ng force and there 

--------------.-. --------_._._--_._--- _ .... ----- .. 
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is DO overstaftiq at any point So that the construc-
tion c::oald be completed both ecoDOlllica1ly and 
cfticieotly. 

The Committee find that in order to take 
advaDtage 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 toones. 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 wiD Dot 
be available to the country even at 4 mDlion tODDes 
production. From the comparison of cost of pro-
duction as shown in p.ragraph 6.S of the Report it 
will be seen that the cost of production per tonne 
in aU 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 tODDCS. 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 DO justi-
fication in havillg a 4 million tOlll1eS 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 remetty 
the situation so that the nation coalCi have full ad-
vantage of the scale of production and ~ steel at 
cost comparable to Rourkela if riOt lower. 'l'bis 
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. 'Ibe Go\'emment 
should also not feel shy to take the advice wherever 

------- ------------
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it may J>e available whether inside the country or out-
side the' country in order' to improve the technology 
and economics of the 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 torines. This built in capa-
city should not be put forward. another excuse for 
not having Bokaro in the second stage as viable. 
commerciill unit. 

The Committee have been told th~ stage one 
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 reaches 4 million tonnes produc-
tion. Even if a decision is taken to go in for 4 
million tonnes production lit will take 4 years to 
reach the se~ond stage. Thus,the Committee have 
noted that the project is doomed to incur a loss of 
Rs. 80 crores. 1berefore, 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-
ment have already taken a decision to go in for 4 
mi1.l,i.on tOJllllCS e~on immqdiate'ly. The Cotn-
mittee would, however, like to emphasise and caution 
that there is imperative need for a proper techno-
economic reappraisal in order that the 4 million 
tonnes stage :becomes really a profitable venture. 
Tbc Committee would like the Government to take 
lessen from 1st stage, of construction so that mistakes 
committed in first stage 'are not repeated. Then 
al0ne it is- worthwhile taking .a decision to go in for 
expansion for to 4 million tonnes. 

The Committee would like to reiterate that there 
is a need ror utmost cauUon ~1I'Iid strict enforcement 

. of eco~olt1y on expenditure bcJth· on construction aDO 
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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 havc 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. 

6.17 The Committee feel that the Parliament ought 

7.1 

to have been lrept informed about the economics of 
the Dokaro in the first stage and the. Government 
ought to have taken the Parli'ament into confidence 
about the 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 ought to have been brought specific"aUy to 
the notice of Parliament. The Committee. would 
suggest that in future whenever big plants are set up 
in stages the financial implications aoout profit/loss 
in each stage should be brought to ~ notice of 
Parliament while obfaining 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 instaUatiQn of the new 
s~ works at Bokaro and it will not be before June, 
1973 that the construction of 1 st stage. of the plant 
is expected to be completed. Thus it will take 
Government more than 15 ye'ars to establish a new 
steel plant with a capacity of 1.7 million tonnes. 
Out of this period of 15 years, preliminaries like 
calling for Preliminary Project Report. Detailed Pr0-
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 daIIc 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 n~w plant can 
hardly be justified. The Committee desire that 
Government should give serious consideration to this 
matter to reduce the time lag in establishing new 
projects in future .. 

46 7.2 to 7.3 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 re.ceived 
offer from U.S.S.R. for fin'ancial and technical aid 
for setting up the Bokaro Steel. The USSR Govern-
ment offered credit up to Rs. 166.6 crores on a 
liberal te.rms bearing an linterst 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 MIs. 
Dasturco who were the General Consultant of the 
Ministry were side-tracked and according to Dastur 
he Was not associated in the technical discussions witb 
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 !!liven a 
proper technical appraisal on the basis of which 
investment recision 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 m3de. by a close]y 
coordinated, competent, consultancy organisation. 
D.P.R. bas 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 colllborators as very high, com-
missioned MIs. Dasturco for a cost reduction study. 
But before even getting sllch 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 tecfrnical 
assistance. MIs. Dasturoo were given only seven 
weeks time to produ~e 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 pn.,~eedthis report stating that 
'doe to the very limited time available only major 
items of redue1ion are. indicated and further scope 
for cost reduction exists, and could be rea1ised by 
contiDUing study and implementation during the 
eagilleering and cODlitruction of the plant. The 
Soviet . proposals On tecbnology and equipment are 
retained as far as possiWc'aad changes suggested only 
where the resulting, benefits, were substantial'. Ac-
cording to B.S.L. tbis cost reduction study lacked 
detailed· tedmical . design· basis, detailed cost calcula-
tions and break-up of cost savings. However, with-
out obtainiagtbe required ,jnformation from Mis. 
Dasturco and without studyiag in detail the suggcs-
tiODsowle by them.'the Govunment sent a delegation 
to· MeJcowto di~SI t.be$e proposals with the 
Soviets. 1be: Cdmmitiee:,iDct that no serious worth-
wha. ,dfart' . .asm.ade to uduee the enst and ulti-
.mately a reducticmof,CII!1, Rs. 9.5 crOTeS was 
obtained. The Comruittac have found that the 
nep:Riations with the Soviets were rushed through. 
The Committee feel that the Government ought to 
have illSisted.on having eAOugh time for consideration 
of the D.P.R. and other, oonnected matters and not 
aDowed themselves to be. stampeded into entering 
impodant agreements. without proper and detailed 
scrutiny. 

'I1Ie Committee are COIJW"ained to observe that 
while on the one, hamd' in-the preparation 'and the 
execution of the project tbc:re has been inordinate 
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delay resulting in burdening the project with consi-
derableincrease. in the capital cost, on the other 
hand on critical occasions when through careful 
scrutiny considerable economy could have been 
achieved, decisions were arrived at with unconscion-
able haste. 

48 7.5 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, one 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 miIIs required much later have already 
been supplied. 

49 1.6 The Conimittee 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 
Itn independent review of the whole negotiations and 
agreements between B.S.L. and the Soviet colla-
borators. 

50 7.7 to 7.9 The Committee find that in the case of Bokaro Steel 
Plant, th~ Government/B.S.L. management depended 
heavily on the advice of foreign collaborators. It 
was decided to call for .~r D.P.R. from the 
SOYiets although 'Government already had a D.P.R. 
prepared , ,by Mis. 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/~. Dasturco 
as principal consultant for· Bokaro Sted Ltd. and 
this was also antlOUo.tcd in 'Lok Sabha on 9th April, 
1964; But this position was reveJsed and the 
Soviet collaborators were appointed as princip'al 
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·~· intuD and final authority of 
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the project although they would associate Dasturco, 
and this fact was told to the Secreta! y 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 Mis. 
Dasturco suggested in tOOir 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 
accep~d. 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 bas 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 tho 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 Mis. Dasturco commissioned as a steel 
consultant for B.S,L. The Committee, however, 
find that for setting up Bobro, 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 princip"al consultant 
~re reduced to doing consultancy work only in 
respect of indigenous supplies from private sector 
and the major responsibility for setting up of the 
Bobra was taken away from the Indian hands. 
The Commitee are not opposed to having assistancel 
advice from foreign. collaborators but Government 
should never abrogate its right of taking final decision 
in such matters taking into consideration aD the 
relevant t¥tors including the available advice of 
Indian experts; and having taken certain decisions 
after examiDiDg aU pros and cons they shovId not 
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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 foreign '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 satlisfied is in 
the best interest 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 the Secre-
tary 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. 

!Ii 7.10 to 7.11 The Committee regret to note that according to 
the revised schedule that lst stage of Bokaro Steel 
Plant will be delayed by about 27 months as com-
pared to the original schedule. Even this revised 
schedule is subje,ct 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 c.ven the 
revised target dates of completion of Ist stage will 
be adhered to because of the various uncertain factors 
that have been brought to the notice of the Com-
mittee and if the present completion dates are not 
adhered to the resultant losses will be more than whoat 
has been estimated. 

52 7.12 to 7.13 The Committee very much regret to note that 
the Ministry has failed to set up an efficient adminis-
trative set up for BSL whiCh could be equal to the 
task to construct and erect a Steel plant of such a 
huge dimension within the stipu1ated 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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The Secretary of the Ministry during the evidence 
before the Committee admitted that "there have been 
lOme organisational fail~s on the part of BSL" 
which failure. was also rf4PO_ble for tOO delay in 
COIl$1l'uction and losses,. The Committee were, told 
that in order to improve their management technique 
they were now introdu<iing a. system of net-work 
analysis which would. be done by Dasturco. The 
Committee wereinformeG, by Dasturco that: the 
Howo Project is in a mess from the very be~nning 
because there is DO pr9)'er eo,nsulting engineer on 
the project. It is the. f1Jnction of a consulting engine-
er "apart from,qrawing up. the. correct project, an 
e~ project and a viable unit, also to do 
during the de.&ign and construction stages the compJeoc 
coordination scheduling,· supervision, follow up and 
expcdioon. An these items were a part of out" 
work which we were supposed' to be doing. It was 
taken out of our work and· DO body is doing it'. 
The OHnnmtee·failed to' get a satisfactory answer as 
to why proper ~eps were not· taken from the very 
inception to organise the management on such lines. 

'3 7.14 to 7.15 The Committee findtbat 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 Chirinnan of the Company 
who was also the Secretary of' . a Ministry and as a 
result of this dual respon'Sibitity, as admitted by the 
Chairman BSL himself, one of" the duties of his dual 
charge did suffer. 

There was no team of functional directors on the 
Board of DiI;ectors. Neither there was any hierarcby 
in Board so that if the, top executive retired or 
resigned someone from the Board who bad the 
aetCSSaJ')' experience and background of the problems 
of Bokaro would step into to take his place. Each 
time a vacancy ~ the Ministry get at the 
loosc-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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. Nmsclf with the problems which.reawtcd in tempora-
ry setback. 

In the appoinunent of the Board of Managt:ment 
the Conuruttee woUld like . tne twin pnnclplc.s ~l 
functionalism and necessary managenul lleirc.rcllY to 
be organised in the increaslDgJ.y accepted COI.l[I,;Xl I){ 

operating asa Constellation. 

The other major failure noti~d by the C"l!U-
mittee was in matter of supplies of equipme.nt tram 
indigenous sources, largely from the public sector 
undertakings and also from thepnvate sec lor ·1i.l..;-

tories. The Commit~ were surprised 10 lind tilat 
inordinate delays took place in settling details ot 
drawings, delivery schedules and tbe prices from tile 
public sector undertakings particularly IlliC and 
MAMC. Even the revised delivery schedUles were 
not being adhered to by them. The Committee very 
much regret to note that the Government faiJed w 
provide the necessary leadership to arrange titis \:u-
ordination among the public sector undertakings, ~o 

that the supplies to Bokaro could be made lin time 
in order that the scheduie of the Eokaro was nl)t 
upset. The Committee hopes that in future at least 
the Government will see that all the supplies which 
Bolaro has to get from the public sector units are 
made in time aDd according to schtldules of delivery 
and ·at agreed price, and necessary measures atc 
taken so that the Bolaro is not delayed on that ac-
count. 

The Committee ate perturbed that the estimates 
of tho cost of construction are not only very high 
for Bokaro, but also are not being adhered to. As 
against Dasturco's estiInate of 'about Rs. 600 crorc~ 
for 4 million tonnes plant, the capital cost for 1st 
stage itself for a capacity of 1.7 million tonnes will 
be Rs. 7fIJ crores as against the original estimates of 
Rs. 670 crores. The Committee <llso find that in 
spite of having a plant with a large capacity which 
should result in economies of scale the cost of pro-

- --------_. __ ._----
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chal:tiaapcr toDae.: at Bobro.s..L Plant even at 4 
million tonoes stage will ~.biper than at Rourkela 
Steel Plant. This matter deserves Stno'us coDSid" 
lion. The higher cost of production will not l, 

ctfect tbe financial viability of Boaro but high COtt 
511ee1 will adversely affect the entire economy of the 
country as the producti8Jl cost of all industries usin& 
steel would go up. The Committee, therefore, urge 
that there IS need for a proper techno-economic 
rcappr ........ "' order that the 4 million stale becomes 
loaMy. l"ufitabie veature. Tbis· study should be 
made by fuHy qualified technical men and economists 
nailabl~ in the COUDtry' or from outside. The Com-
mittee would like that this report together with the 
Ooftrameot decision may bo laid on the Table 01 
both the Houses so that the Parlia.nent may get an 
occasioo to express itself. 

The Conunittee find tbat Government have 
already announced a dec:isiocl to set up three more 
Steel Plants at Visakhapatn8lll, :Hospel and S:llem 
in tile Pubfie Sector. ComprebeaJive details about 
thole proposed steet plants have not been made 
p1lblic. The Committee ro:ommend that Govern-
meat should without delay bring out a compreh.:ns:vc 
White Paper CODtaioiDg essential information about 
the _ of the p1allts, the capital investment involved, 
the produet-ntix and tho ratiODlle thereof, and in 
particular the eeonomics aDd praitability of e<\ch of 
the plants. The CoIItmittee, need ~ stress that 
the White Paper should be prepared most carefully 
so as to giV() precise and realistic estimates of vital 
fKlOn wbicb 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 &be sdtina up of these plants which are expected 
to play a crucial role in the devel1)pnxnt of economy 
of the QOUDtry. 
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LONDON, W.C.-2. 

~ 
No. 

61 

II 

95 

77 

59 
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