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INTRODUCTION

I, the Chairman of Estimates Committee having been authorised by
the Committee to submit the Report on their behalf, present this Fifty-
Seventh Report on the Ministry of Coal—Production and Distribution of
Coal.

2. The Committee considered the replies given by the Ministry of Coal
to questionnaires issued on the subject from time to time. The Estimates
Committee (1994-95 and 1995-96) took the evidence of the representatives
of Ministry of Coal and Coal India Limited (CIL) on 2nd December, 1994,
7th April, 1995 and 13th June, 1995. The Committee wish to express their
thanks to the officers of the Ministry of Coal and CIL for placing before
them the information desired in connection with the examination of the
subject.

3. The Report was considered and adopted by the Committee at their
sitting held on 11th March, 1996.

4. The Report is divided into four chapters—each devoted to specific
aspects. The Committee have, inter-alia made the following important
recommendations

(a) The Committee have felt that with the limited life span of the oil
reserves of the world, coal reserves, which would definitely outlive
oil reserves, will assume still more strategic -importance in the
coming ycars as a readily avaitable source of energy. They have,
therefore, tecommended that production of coal should be guided
more by the conservation angle than merely from the angle of
exploitation for the sake of fulfilling targets.

(b) Having noted the lackadaisical performance of the Ministry even
after the process of two stage clearance has been adopted from
1989-90 onwards, out of 29 projects costing Rs. 20 crores and
above 10 projects have been delayed by periods ranging between
one to four years. The Committee have recommended that knee-
jerk type of planning by the Ministry should give way to a
systematic work culture where experiences, bitter or otherwise
should form the basis' of further planning. Mistakes/lapses/
shortcomings tend to compound when put under the carpet.

(c) The Committee have noted that despite existence of sufficient
provisions for ensuring accountability at all levels in the
Governmental functioning, cascs where these have been invoked
are few and far between. They have, therefore, recommended that
when developmental projects are egjoying a major chunk of

)
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(e)

®

(vi)

country resources people who are entrusted with the responsibility
of planning and implementing them should be made accountable to
cach rupee and cach minute overspent or wasted by them. They
have also directed the Ministry to work out modalities in this
regard with Ministry of Finance and the Department of
Programme Implementation. A judicious blend of reward and
punishment would in the view of the Committee go a long way in
improving the management of the implementation process.

The Committee have observed that the coal industry has in the
past catered to the entire requirement of the demand of coal in the
country. However, the demands imposed on it as a matter of rule
do not materialise in full sincc most of time thesc are grossly over-
pitched. Such inflated assessment of demand for coal is not in the
national interest. As coal is produced in accordance with the
demands made and is usually stored in open, lesser off take than
projected demand lead to storage losses. Secondly and more
importantly avoidable exploitation of this precious mineral which
in its wake also causes environmental and other problems, is
resorted to in order to meet the demands which finally do not
materialise. They have therefore, recommended that hence forth
the demand assessment should be made carefully on a more
scientific basis so as not to burden the coal industry with over-
pitched figures as also to avoid man-power and storage losses.

The Committee have noted that there is no logic to justify a huge
inventory of coal stocks which is at present three months of
average annual production at pitheads of Coal Compaflics. While
systematic and measured, need based production concept is being
followed the world over the Indian Coal industry is unnecessarily
burdening itsclf with a massive inventory worth several hundred
crores despite being fully aware that even the projected demands
do not materialise after all. The Committee have, therefore,
recommended that the level of coal stocks at pitheads should be
accurately assessed Company-wise, 'and reported back to the
Committee. The pithead stock inventory should be reduced to two
months of average annual production within a period of two years.

The Committee have noted that strangely enough there is no
information available with the Ministry in regard to the workforce
at the time of nationalisation of BCCL, ECL and CCL, though &
total of 4,87,615 employees were on the roll of these companies as
on 1st April, 1975 (i.c. the date of formation of CIL as the holding
company) which is about two. years after nationalisation was
effected. They have therefore not agreed with the Ministry’s
contention about ‘it inheriting a seven lakh force in the coal
industry on nationalisation’. They have, therefore, recommended
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(vii)

that not only be cogent, scientific and reliable data-base be
developed by the Ministry on manpower and surplus employees
but & time bound crash action plan be also devised to take care of
this problem in a realistic and pragmatic manner so as to make
coal production on economically viable proposition.

The Committee have opined that in the present era of
liberalisation when market forces are deciding the fates of all
sectors of trade and industry, keeping the coal industry in the
shackles of price regulation is not justified. The free market
economy being propagated now-a-days also requires removing of
such regulations which are not in commercial interest of the
producer industry. They have therefore recommended decontrol of
prices of coal without any further delay. The Committee have
however, stressed that the decontrol of prices should also be
accompanied by improvement in productivity of the coal industry,
drastic reduction in overhead costs and an effective strategy to
reduce the vastly surplus man power, so that any effect of the price
increase due to decontrol of prices are not passed on to the small
consumers particularly the low per capita income scgement who
are the majority of the population in the country having limited
purchasing power.

The Committee have found that over-reporting of coal production
is a deep rooted malaise conclusively proved at least in the case of
BCCL. Several enquiry Committees have given recommendations
of far reaching import to curb over-reporting. The Panigrahi
Committee Report came almost a decade back and the Sinha
Committee Report was submitted in 1990. Through its deliberate
inaction in these many years, the Ministry has allowed not only the
malaisec of over-reporting to fester but by mot taking any action
against the delinquent officials, it sent a signal of being a silent
spectator to this sordid' episode. Thus, millions of tonnes of coal
was produced but only on paper; officials at senior levels managed
to secure accolades and promotions though wholly undeserving;
and the juniors were content with cash incentives and other perks
without cven straining a muscic. The Committec have therefore
expressed their strong displeasure at the conduct of the Ministry.

The Committee think that the coal stock over-reporting can have a
diametrically opposite dimension as well\ It is quite possible that
the so-called inflated production is the real production and the
shortages have occurred due to siphoning-off of massive quantities
of Coal. They have therefore recommend to the Government that
the entirc matter be handed over to the Central Bureau of
Investigation for a detailed investigation into all its ramifications
and the guilty should be meted out strictest possible pueishment
under the law of the land.



(viii)

() The Committcc have been surprised to know that the Conduct,
Disciplinc and Appcal Rules. 1978 of CIL do not contain any
provisions for initiating disciplinary procccdings against rctired
employces. This in vicw of the Committce is nothing but a licence
for persons on verge of retircment to indulge in irrcgularitics/
malpractices bcing comfortable in the knowledge that the
impending retircment would mecan freedom from all accountability.
They have therefore recommended that suitable provisions in
rcgard to cnsuring accountability of retired cmployces for
irrcgularitics committed while in scrvice should immediatcly be
incorporated in the said Rules.

(k) Thc Committcc have notcd the situation crcatcd by thc huge un-
paid ducs of coal industry. While on onc hand thc pricing and
distribution of coal arc undcr statutory control on the other the
coal industry is also compclicd to kcep on fceding defaulting power
utilitics under the pretext of power gencration being considered a
key-input for cconomic growth. Such cxcessive, cnforced regime
has all but stifficd thc commcrcial instincts of thc coal indusrty.
They have therefore reccommended that while there should be no
let-up in the puyment systcm being followed for currcnt
procurcment, a mcchanism should also be worked out to cnsure
that thc outstanding ducs arc also liquidated in a time bound
manncr and not cxceeding the next twelve quarters at thc most.
Thcy havc also rccommcndcd that thc matter of rcalisation of
outstanding ducs from thc ailing Statc Electricity Boards and
Powcr Utilitics should bc takcn up at thc highest level in the
Govcrnments.

5. The Committce would like to cxpress their thanks to the Estimatcs
" Committec (1994-95) for taking evidence on the subjcct and obtaining
valuable information thcrcon. The composition of the Committee is given
at Appendix 1.

6. For facility of rcfcrence thc rccommendations/conclusions of the
Committcc havc been printed in thick type in the body of the Report and
have also been reproduced in consolidated form in the Appendix II of the

Report.

New DEeLui; S.B. SIDNAL,
March 11, 1996 Chairman,

Estimates Committee.
Phalguna 21, 1917 (S) stima e




CHAPTER 1

GENERAL

Introductory

Coal, more precious to economics than even gold, has been fuelling the
fircs of industrial growth for the last more than two and a half centurics.
Be it thc stcam enginc of Robert L. Stcvenson or the juggernauts of
developed and not so developed countries, no movement is comprchen-
sible without thc calorics provided by coal.

1.2 In the Indian context, it is thc Ministry of Coal which is rcsponsiblc
for decvclopment and cxploitation of coal and lignitc reserves in the
country, The Ministry in this rcgard dcrives sustcnance from Government
of India (Allocation of Busincss) Rulcs. 1961 which allocate all matters
rclating to production, supply, distribution and pricing of coal to its
jurisdiction.

1.3 Coal Industry since long in the private scctor was brought under
dircct control of thc Government for the first timec when Management of
all Coking Coal Mines cxccpt the captive mincs of two Stecl companics in
thc private scctor was taken over by the Government through
promulgation of ‘The Coking Coal Mincs (Emcrgency Provisions)
Ordinancc’ on 16 October, 1971. Thesc mines were subsequently
nationaliscd on 1 May, 1972. In the sccond stagc management of 711 coal
mincs was also takcn-over by the Government w.c.f. 31 January, 1973 and
thcy werc nationaliscd on 1 May, 1973, .-

Organisation

1.4 Whilc at the macro-level the coal industry is administcred and
managed by the Ministry of Coal, the ficld level opcrations are carricd out
by Coal India Limited (CIL), which is a Public Scctor Undertaking under
the Ministry of Coal. CIL has thc following cight subsidiarics under its
umbrclla:—

(i) Bharat Coking Coal Limited, Dhanbad (Bihar)

(ii) Ccntral Coalficlds Limitcd. Ranchi (Bihar)

(iii) Central Minc Planning and Dcsign Institutc Limitcd. Ranchi
(Bihar)

(iv) Eastcrn Coalficlds Limitcd. Sanctoria (West Bengal):

(v) Mahanadi Coalficlds Limitcd. Sambalpur (Orissa)

(vi) Northern Coalficlds Limited, Singrauli (Madhya Pradcsh)
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(vii) South Eastcrn Coalficlds Limitcd. Bilaspur (Madhya Pradcsh)
(viii) Western Coalficlds Limited, Nagpur (Maharashtra)

1.5 Elaborating on thc rolc and functions of CIL and its subsidiarics the
Annual Report for the ycar 1994-95 of the Ministry statcs that CIL with its
hcadquarters at Calcutta is thc Holding Company in respect of these
subsidiarics. It is also thc apgx body in coal industry and is responsiblc for
laying down thc policy guidclincs and co-ordination work of subsidiarics. It
also docs the investment, planning, manpower management, purchase of
hcavy machncrics, financial budgcting, ctc. on bchalf of all its subsidiarics.
Whilc scven of the subsidiarics of the Coal India Limited are producing
companics dircctly cngaged in raising and distribution of coal, the Central
Minc Planning and Dcsign Institutc Limited is the planning, dcsigning and
cnginccring company in the coal scctor under CIL whosc function is to
render cxpert scrvice, on consultancy basis, on mincral cxploration,
planning and dcsigning of coal projccts, coal benceficiation, coal utilisation,
cnvironmental management, ctc. and to transfer forcign technology for
assimilation in Indian conditions.

Coual Reserves

1.6 The Gceological Survey of India (GSI). an autonomous organisation
under the Ministry of Mincs was responsible for conducting rcgional
cxploration for locating coal dcposits in diffcrent parts of the country on
continuous basis. On bcing askcd about the results of the cxploration being
conductcd by the GSI. the Ministry informed through a written reply that
a cumulative total of 200.03 billion tonnes of coal reserves had been
estimated in the country as on 1.1.1995. Brcak up of the reserves was as
follows:—

Proven 68.60 billion tonncs
Indicated 89.75 "
Inferred 41.68 "
Total 200.03 "

1.7 When asked as to how long thesc rescrves were supposced to last, the
representative  of Ministry informed during cvidence held on  2nd
Dccember, 1994:—

“The proved reserve is 68 billion tonnes....... We have proved so
much that in the coming ten ycars, we can go on adding to our mincs
without any difficulty. In fact, wc arc projccting to havc a quantum
jump by the cnd of thc next ten ycars from now because we arce
anticipating a very huge demand cmergence after ten years because
of lot of investment coming in thc power scctor. We arc trying to
gear up investments and we arc trying to plan ncw mincs and things
likc that. This is our broad perspective for thc next ten ycars. The
rescrve will last for 500 ycars dcfinitcly.”



1.8 The dctailed classification of thesc rescrves in various catcgorics is
given in the tablc that follows:—

(in Million Tonncs)

Type of Coal Proved Indicated Inferred Total
Gondwana 68282.77 89624.25 4123495 199141.97
Coals

Tertiary Coals 314.83 129.75 442 .44 887.02
Total 68597.60 89754.00 41677.39  200028.99
Cocking

Primc Coking 4236.45 1063.55 5300.00
Mcdium Coking 10267.61 11183.59 1028.06 22479.26
Blcndable/ _

Semi-Coking 568.83 1101.65 483.55 2154.03
Sub-Total 15072.89 13348.79 1511.61 29933.29
(Coking)

Non-Coking 53524.7 76405.21 40165.78  170095.70
Total ‘

Coking*and 68597.60 89754.00 41677.39  200028.99
Non-Coking

*Docs not include tcrtiary coals of North-Eastern Rcgion.

Exploration

1.9 On bcing askcd as to what was thc rolc of thc cxploration agcncics
associatcd with the Ministry of Coal if thc GSI was conducting cxploration
of Coal rescrves in the country, the Ministry stated that the GSI had been
conducting rcgional cxploration for locating coal dcposits in diffcrent parts
of thc country on a continuous basis. On thc basis of gcological rcports
rcicascd by GSI cvery ycar, potential blocks were demarcated and dctailed
cxploration taken up by Central Minc Planning and Decsign Institute
Limited (CMPDIL) in conjuction with Mincral Exploration Corporation
Limited (MECL) and other drilling agencics keeping in view the rcgion-
wisc demand for the various Plan periods. Dctailed drilling forms the basis
for drawing up fcasibility studics and dctailed projcct rcports for coal
mining projccts. etc.

CMPDIL had carricd out dctailed coal ¢xploration in a large number of
coal ficlds falling within the command arca of Coal India Ltd. Since 1973-
74 cxploration had bcen completed in 592 blocks and a total of 65,000 MT
(approx.) of coal reserves had been established.
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1.10 Thc salicnt fcaturcs of the drilling performance of the various
cxploration agencics during Scventh Plan and subscquent ycars in the
Eighth Plan had bcen as follows:—

CMPDIL: Drill producutivity incrcascd from 195 m/drill/ month in
1984-85 to 281 m-drill/ month in 1989-90; 297 m/drill/ month in 1991-92
and 317 m/drll/month in 1993-94 and 331m/drill/ month in 1994-95.

MECL: Improvement in drill productivity was from 142 m/drill/ month
in 1984-85 to 183 m/drill month in 1989-90. Thcrcafter it dcclined to 128
m/drill//month in 1991-92 it was 162 m/drill/month in 1993-94 and
154m / drill / month in 1994-95.

STATE GOVTS.: Drill productivity was 44 m/drill/ month in 1984-85,
100 m/drill / month in 1989-90; 77 m/drill/ month in 1991-92, 84 m/
drill/ month in 1993-94 and 91 m/drill/ month in 1994-95.

PVT. PARTIES: Drill productivity dcclincd from 81 m/drill/ month in
1984-85 to 23 m/drill/ month in 1989-90. It was 39 m/drill/month in
1991-92; 68 m/drill/ month in 1993-94 and 41m/drill/ month in 19994-
9s.

Observations / Recommendations

1.11 The Committce note that coal industry was nationalised in the carly
scventics duc to the incalculable importance of this precious mincral in the
cconomy and dcvclopment of the country. Thus as on datc the
devclopment and cxploitation of the coal rescrves in the country is the
prescrve  of Ministry of Coal. The Ministry cffects ground level
administration and management of the coal industry through Coal India
Limited (CIL), a public scctor undcrtaking and its cight subsidiarics.

1.12 It is also hcartcning to notc that the coal reserves of the country, as
per thc currcnt cstimation arc going to last at lcast anothcr half a
millennium.

1.13 Coal bcing the lifc-linc of the country, cncrgising its cconomy,
industry, homcs and hcarths, powcr plants, ctc.. Thc Committce fecl that
with the limited lifc span of the oil rescrves of the world, coal reserves,
which would dcfinitcly outlive oil rescrves, will assume still morc stratcgic
importance in the coming ycars as a rcadily available sourcc of cncrgy.

1.14 Sccondly, and morc importantly a nation’s lifc far outspans pcriods
like half a millcnnium.

1.15 Therefore, the Committee consider that production of coal should
bc guided morc by the conscrvation angic than mcrely from the angle of
cxploitdtion for thc sakc of fulfilling targcts. Morc in this rcgard has been
commcented upon in the chapters ahcad.

1.16' From thc figurcs of drilling productivity of various agencics
subniittcd by the Govcrnment, thc Committcc obscrve that barring
DIL. thc pcrformancc of other agencics has remaincd morc or less
static of samcwhat rctrogressive. Whilc drilling performance of CMPDIL
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has shown progressive trend and has almost doubled during the last decade
or so, thc pcrformancc of MECL has shown an improvement of hardly
10% during the corrcsponding period. The performance of privatc partics
has bcen further worse with the drill productivity going down by almost
50% from 81 m/drill/ month in 1984-85 to 41mAlrill/ month in 1994-95.

1.17 The Committce further obscrve that since 1973-74 cxploration has
been completed in 592 blocks and a total of 65 billion tonncs (approx.) of
coal rcscrves have been cstablished till date.

1.18 The Committec therefore, desire that in view of the huge demand
emergence being anticipated in thc coming ten ycars not only should the
cxploration be completed in the remaining blocks in a time-bound manncr
but it should also bc cnsurcd that various drilling agencics arc suitably
gcarcd up and cquipped for the task.



CHAPTER II
EXPLOITATION

Historical Background

The history of coal mining in India dates back to as carly as 1744, when
Coal was first mincd in thc Raniganj Coalficld in West Bengal. However,
coal production as latc as upto two dccadces after indcpendence was very
low. The Ministry admittcd that it was only after the crisis of carly
scventics that the Government was spurrcd to take a hard look at the Coal
Scctor.

2.2 Nationalisation of thc Coal Industry was cffccted in phases in 1972
and 1973 in vicw of thc importance of Coal as a primary sourcc of cncrgy
in the national cconomy and thc massive investment nceded to mect the
huge dcmand. Besides reducing the country’s dependence on oil the
primary goal of nationalisation of coal industry was to cnsure a scicntific
cxploration and cxploitation of coal dcposits with duc attcntion to safcty,
conscrvation and environmental aspeccts, to accclaratc the dcvelopment
process through substantial investment in nationaliscd coal companics so
that sufficicnt indigcnous coal could be produced.

Leasing of Coal Mines

2.3 During thc coursc of cxamination of thc subjcct the question of
lcasing of coal mincs by thc Central Government to variqus cntities also
camc up for discussion. This matter is covered under Scction 3(3) (a) of
Coal Mincs (Nationahisation) Amcndment Act. 1976 which rcads as
follows:—

“(a) no pcrson, othcr than—

(i) thc Central Government or a Govcrnment, Company or a
Corporation owncd, managed or controlicd by the Central
Govcrnment, or

(ii) a pcrson to whom a sub-lcasc, refcrred to in the proviso to
clausc (c), has bcen granted by any such Government, company or
corporation, or

(iii)) a company cngaged in—
(1) the production of iron and stccel,
(2) gencration of power,
(3) washing of coal obtaincd from a minc, or
(4) such other end usc as‘the Ccntral Governmcnt may, by

6
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notification spccify, shall carry on coal mining opcration, in
‘India, in any form.”

2.4. During thc coursc of oral cvidencc of thc Ministry hcld on
7th April, 1995, when the Committee desired to know as to whether the
coal mincs could be lcascd out to Statc Governments as well as under the
above rcferred provisions of the Act, the represcntative of the Ministry
stated:

“Sir, the Coal Mincs (Nationalisation) Act providcs that coal mining
can bc donc by Central Government, a Government Company or a
Corporation owned, managed or controlled by the Central
Government.”

2.5. When asked to clarify further about the cligibility of Statc
Governments in sccking Icasc of coal>mincs, he stated:

I mcan Centragl Government as rcegard, Corporation, on the point of
clarifying for Government Company, we have got it cxamincd by the
Law Ministry who said Government company could cither by the
Statc Government or a Central Government Company.”

2.6. Since no satisfactory reply was forthcoming from the Ministry on the
matter, it was asked to furnish the legal opinion of the Ministry of Law in
this regard. A pcrusal of the original advice Ministry of Law indicatcs that
** the Government Compuny mentioned in Scction 3(3) should be qualified
by the words ‘owncd, managed and controllcd by the Central Government,
Company to obtain a coal mining lcasc.”

2.7. The matter however was again referred to Sccretary, Department of
Lcgal Affairs by Sccrctary, Ministry of Coal on 4th May, 1983 for
rcconsideration. Whercaftcr, the Law Ministry scems to have fallen in line
with thc requirements of Ministry of Coal by stating that “'a Government
Company appcaring in thc aforcsaid provision of law covers any
Government  Company within thc mcaning of Scction 617 of the
Companics Act, 1956 and it is not qualificd by thc limiting phrascology
‘owncd, managcd or controlicd by the Central Government' which is
appropriatcly applicablc to thc phrasc ‘Corporation’ alonc appearing in the
aforcsaid provision of Law."”
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2.8. The Ministry further informed that then Minister while introducing
the rclevant Bill in the Parliament on 17th June, 1976 stated:

“Where Central Government or Public Sector Undertakings are not
interested in mining or there are certain arcas, where they fecl that
they cannot undecrtake scicntific mining subject to certain conditions
which are stated in the Act it is possible to give a sub-lease to Private
Partics also or the Corporation of the Statc Government.”

Commissioning of Coal Mincs

2.9. The coal industry bcing time and capital intensive, the time taken
from thc planning to commissioning stage of a coal mining project
according to the information submitted by the Ministry varicd between 7 to
10 yecars for opcncast projects angd 10 to 15 years for underground projects.

2.10. When asked about the reasons for such a long gestation period in 1

commissioning the coal mining project, the Ministry of Coal in a note

* informed that the time taken from planning to commissioning stage of coal
mining projects is long due to various reasons mentioned below:

(i) The time involved in feasibility study and mine planning which
by itsclf is a comprchensive multi-disciplinary activity;

(ii)) The time taken in appraisal and scrutiny of the proposal for
investment decisions at various levels depending on the capital
cost of the project and the delegation of powers for sanctioning
investments;

(iii) Before any investment approval is given by the Government,
forestry and environmental clecarances are mandatory which also.
take time;

(iv) Oncc a project is approved, activities involved are land
acquisition, - development of basic infrastructural facilitics like
access roads, electricity, water supply, housing, etc. At times,
there arc obstructions and resistance from the local population,
as a rcsult of which some of the gctivities get delayed,;

(v) Outside agencies who execcute construction works like coal
handling plants, railway sidings, washeries, housing colonies,
ctc. also contribute to the delays; and

(vi) The amount of excavations work in opencast mines depands on
gco-mining fcaturcs like over-burden coal ratio, depth of seam
(s). ctc.

2.11. Onc of the major factors responsible for the inordinate delays in
ommissioning of coal mining projects was the dclay in acquisition of land
or the projects. When quericd in regard to the type of difficultics
jovernment had been facing at the time of acquisition of land for
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commissioning of the coal mining projects, the Ministry informed that the
difficulties gencrally being faced by Coal Companies in land acquisition
were:

(i) Enormous dclay in processing the land acquisition proposals duc
to non-availability of up-dated land records of the Records of
the Rights (ROR); '

(ii) Even for land for which acquisition procecsses had been
completed, physical possession became difficult because of stiff
resistance of the ex-land owncrs;

(iii) In case of forest land, 'nbn-availabilily of suitable land for
compensatory afforestation;

(iv) Abnormal demand for employment, conipcnsation and
rchabilitation benefits by the land owners;

(v) Dclay in transfer of Government land and high prices demanded
by the State Government for such land;

(vi) Due to large scale encroachment upon Government land pro-
posed to be transferred to Coal Companies, transfer becomces
difficult and dclayed;

(vii) Diffcrent practices introduced by differcnt State Governments
for acquisition of land and -absence of a uniform policy of action
and methodology in this regard; and

viii) Introduction of legislation by State Governments putting
additional financial burden on the Coal Companies with respect
to acquisition of land, grant of mining leases and extension of
mining leases for working in the forest areas.

Systemic Improvements

2.12. When asked about the efforts being made to overcome difficultics
pertaining to land acquistion, to reduce this time period and ensure timely
complction of the coal mining projccts, the Ministry in a notc stated that
from 1989-90 onwards, the process of two stage clearance had becn
adopted. In the first stage, Advance Action Plan was sanctioned for an
amount upto Rs. 10 crorcs for undcrtaking preliminary activitics like land
acquisition, rchabilitation of population, dcvclopment of basic
infrastructure like access roads, water supply, power supply and other such
rcquircments. Simultancously action was takcn for formulating detailed
projcct reports, environmental management plan and documentation for
obtaining forcstry and environmental clearance, ctc. Thus by the time the
projcct was sanctioned, cssential activitics pcrtaining to land acquisition,
rchabilitation and infrastructure development were alrcady complete and

substantial amount of timc could be saved. .

2.13. Futher closc liaison and interaction whs being maintained with
various Statc Government agencies for cxpediting land acquisition and
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rchabilitation of affected population. Close monitoring of project
implemcntation was also being done at various levels for expediting project
complction.

2.14. To cvaluate the performance of the Ministry in view of the
remcdial measures put in place, the Committee desired it to furnish the
physical and financial parameters as originally envisaged and as ultimately
achicved in respect of both types of mines i.c., opencast and underground,
commissioned during the last four years. In response the Ministry stated
that during last four ycars i.e. 1991-92 to 1994-95, 29 projects cach costing
Rs. 20 crorcs and above were declared completed in CIL and SCCL.
Annexure.] contains details of these projects.

2.15. Out of these 29 projects, 22 projects have been sanctioned during
or after 1989-90. 10 projects out of these 22 had been delayed by periods
ranging between one to four years while 2 projects had been completed
ahcad of schedule.

OBSERVATIONS/'RECOMMENDATONS

2.16 The Committee note that though coal mining has been taking place
in India for more than two and a half centuries, it has gained momentum
only during the last two odd decades or so. Consequently despite sufficient
tcchnological advancement and strcamlining of procedural aspects the
planning to commissioning stage of a coal mining project varies between
7 to 10 years for open cast projects and 10 to 15 years for underground
projccts. The abnormally long time taken for commissioning of these
projects is due to various reasons including the long time taken in
feasibility studies, mine planning, appraisal and scrutiny of the proposals
for investment decisions, forestry and environmental clearances, land
acquisitions, development of infrastructural facilities, delay by outside
agencics, amount of excavation work and a maze of other related
problems.

2.17 Amongst all thc issues cnumecrated above the Committce
understand that it is the land acquisition and related matters, which cause
most delays in commissioning of coal mining projects. The problems being
faced by the Government in this endeavour include difficulty in physical
posscssion, due to stiff resistance of ex-land owners; non-availability of
suitable land for compensatory afforestation where forest land has been
acquired; abnormal demand for employment, compensation are
rchabilitation bencfits by the land owners; delays in transfer of land due to
different practices introduced by various State Governments for acquisition
of land; large scalc encroachments; high prices demanded by State
Governments for the land; introduction of legislations by State
Governments putting additional burden on Coal Companics with respect to
acquisition of land, grant of mining lcascs and cxtension of mining leases
for working in forcst areas.

2.18 It is also notcd that to overcome difficultics being faced inland
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acquisition and in order to ensurc timely completion of coal mining
projects the Ministry has from 1989-90 onwards adoptcd the process of two
stage clearance. Besides keeping close liaison and interaction with various
State Government agencies, close monitoring of projccts is also bcing done
for expediting the process.

2.19 The Committee appreciate the difficulties bcing faccd by the
Ministry in timely commissioning of coal mining projects. However, they
fecl that none of the problems/difficulties brought to their notice by the
Government are insurmountable. Basically, it is the lack of anticipatory
planning and foresight, which not only creatcs difficulties but also leads to
a cascading cffect on the cntire implementation process.

2.20 It is an established fact that the Ministry and all the specialised
agencics under its command do have institutional set up, as- also
institutional memory. And still, if they kecp on facing similar set of
problems and respond in the way thcy have done countless times ecarlier,
then it means that the lessons of the past have not bcen Icarnt.

2.21 This view of the Committce is furthcr corroboratcd by the
lackadaisical performance of the Ministry even after the process of two
stage clearance has becn adopted from 1989-90 on' _.ds. Out of
29 projects costing Rs. 20 crores and above that have been sanctioned
during or aftcr 1989-90, 10 projects have been delayed by periods ranging
between one to four years.

2.22 The Committee are, thercfore, of the view that since coal mining
has to remain in continuum for centuries to come knee-jerk type of
planning by the Ministry should give way to a systcmatic work culture
where cxperiences, bitter or otherwise should form the basis of further
planning. Mistakcs/lapscs/shortcomings tend to compound when put under
the carpet.

2.23 They also desirc that an in-dcpth analysis of the rcasons for dclays,
project-wise, of all these projects be carried out and responsibility fixed
accordingly.

2.24 The contention of the Ministry about close liaison and interaction
with various Statc Government agencics as also its claim regarding closc
monitoring of projccts at various levels also does not appear convincing to
the Committce as thcy go by its performance at the field level.

2.25 The Committee, thcrefore, desire that the present system of two
stage clcarance be thoroughly reviewed to ascertain shortcomings which
are hampcring its cffectivensss and necessary correcctives are put in place
without any loss of time. More so because the coming dccade is dcfinitely
going to put the Ministry’s capabilitics to a scrious tcst.

2.26 The Committce would cven at the risk of sounding repetitive, delve
upon a basic aspect pcrtaining to introduction of stricter accountability
norms in the planning and implementation of devclopmental projects.
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Dcspite existence of sufficient provisions for ensuring accountability at all
Icvels in the Governmental functioning, it is common knowlege that cases
where these have been invoked are few and far between.

2.27 In the opinion of the Committee, therefore, when developmental
projccts arc cnjoying a major chunk of country’s resources people who are
cntrustcd with the responsibility of planning and implementing them
should be made accountable to each rupee and each minute overspent or
wastcd by them. The Committce would like the Ministry to work out
modalitics in this rcgard with Ministry of Finance and the Department of
Programme Implementation. A judicious blend of reward and punishment
would in the view of the Committce go a long way in improving the
managemcent of the implementation process.

2.28 The Committee would also like the Government to impress in no
uncertain terms and at the highest level upon State Governments that a
more co-operative interaction between their various agencies to jointly tap
this precious mineral resources is imperative not only for integrated
development but also for mutual benefit.



CHAPTER 111
PRODUCTION OF COAL

Demand of Coal

The Ministry infomed that the oil crisis of the early seventies brought
coal oncc again in the limelight. It was more true in case of India, where
coal is the principal energy resource available in the country. The pivotal
rolc of coal in mecting the cnergy requirement of the country was
cmphasiscd in the Report of the Working Group on Energy Policy (1979).
One of the recommendations of far reaching import of the Working Group
was that ‘coal is the most important indigenous fuel and its role would
keep increasing steadly over the time. Planning and construction of coal
mines should proceed on a steady basis without linking specific mines to
specific consumer. There would therefore be the nced to revise the
procedures for decision making on investment and coal production and
also coal using facilities, like the power ‘plants, so that the latter may be
based on the quantity and quality of coal that would be available during
carlicr decisions.” When asked as to what action it had taken in pursuance
of this recommendation, the Ministry stated that the demand of coal was
worked out by Planning Commission taking into account the growth of
coal consuming industries. Based on this demand, availability of coal was
matched regionwise/coalfield wise by Ministry of Coal/Coal Companies
and accordingly planning and construction of coal mines was taken up also
keeping in view the requirement of rail niovement as well as coal quality.
While in general the demand was linked to coalfield-wise production,
specific mine-wise linkages were given in case of pithcad consumers of
large quantity of coal like NTPC power houses.

3.2 Since the reply of the Ministry did not throw any light on the
investment aspect referred to in the recommendation of the Working
Group during the course of the oral evidence of Secretary, Ministry of
Coal, when asked, clarified on the matter as follows:

“As regards investment dccisions will result in production. We take
up mines after detailed geological investigations and we determine
what is the reserve and how much coal can be produced annually. We
normally would like to put a minc let us say for 30 ycars. The
feasibility report is brought up and it is examined in an inter-
ministerial group where different ministries are also associated.
Thereaftez, it is reccommended to the Public Investment Board. The
Public Investment Board goes into detail of all those aspects. Any
proposal, if it is more than Rs. 50 crore investment, it has to go to

13
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the Cabinet Committee of Economic Affairs for approval. This is the
procedure. Within Rs. 50 crore, the Coal Company, CIL themselves
can do. There are some advance actions to be taken because if we
approve a project and lag behind, it would be a problem. This is our
experience also that there arc some problems relating to land
acquisition etc. However, we have been given the powers that we can
sanction an advance upto Rs. 10 crore to the coal company for
getting into the preliminary activitics of land acquisition and other
related matters. This is the procedure which we are following for
investment.”

Assessment of Demand

The phenomenal growth in the demand of coal by the consuming sectors
in the country can be gauged from the following data:

(in million tonnes)

Year Demand

Raw Coal Middlings
1976-77 99.10 : 2.6
1979-80 116.58 2.5
1984-85 155.70 . 55
1989-90 222.00 4.7
1992-93 258.10 ‘ . 5.3

3.4 During the course of the evidence, when enquired as to how the
demands of various sectors were assessed by the Ministry, the Secretary,
Ministry of Coal stated as under:

“Sir, regarding the criteria of the sponsoring authorities, I would like
to say that we have developed the criteria in consultation with several
technical people. The present criteria govern“the detcrmination of
what is needed for a particular company or a particular power station
a particular cement factory. These criteria have aiready been
published and circulated among the sponsoring authorities. For
example in Power, we have determined that 0.7 kg. of coal is needed
for producing one unit of electricity. So, the Central Electricity
Authority which looks after all the power stations determines the
capacity and also sees the coal demand. Similarly in cement, 0.25
tonnes of coal produces 1 tonne of cement.”

Production Capabilities

3.5 According to the Ministry, the factors relevant for deciding targets
of production of coal are:

(i) Demand of the consuming sectors on various coalficlds;

(ii) Production potential of the coalficlds based on the aggregate mine
production capacity; and
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(iii) Optimal minewise production mix depending on the quality
requirement of consumers, utilisation of capacity of individual
mines to maximise the return on investment.

3.6 In regard' to the targets fixed in the light of the above-referred
factors during the last scven years, the Ministry has furnished the following
information:

Target (in million tonnes)

Data Provisional

CIL SCCL
1988-89 170.08 20.50
1989-90 185.50 21.50
1990-91 194.00 22.50
1991.92 203.00 20.50*
1992-93 210.00 23.40
1993-94 216.00 25.21
1994-95 223.00 25.60

*The target was revised in view of the then prevailing law and order
situation.

3.7 Asked if CIL had achieved the production targets during the years
1988-89 to 1992-93, the Ministry stated that while the target were achieved
during 1988-89, 1991-92 and 1992-93. There were shortfalls during the
remaining two years.

3.8 The Committee then desired to know as to whether it was possible
to meet the demand of coal in the country with the present level of
production. In response the Ministry stated that it was possible for CIL to
mect the demand of consuming sectors with the. level of production
planned and coal inventory held by CIL. During 1992-93, against the
estimatcd demand of 208.94 million tonnes on CIL, the production was
211.19 million tonnes and the level of coal stock as on 31.3.1993 was 50.40
million tonnes (provisional) i.e., 2.9 months of coal production. With the
cnvisaged growth in production during the VIII Plan period and the coal
stock at pithead, it would be possible to meet the demand during the VIII
Plan period. However, in respect of coking coal, some amount of import
of good quality coking coal by the steel sector was expected to continue for
blending with the Indian coal principally for achieving. the quality
paramcters required by the steel sector.

3.9 The Committee were further informed that thé Ministry intended to
increase the production of coal through the following major steps:

(i) Emphasis on exploration of coal.
(ii) Planning for rc-organsiation of existing mines.
(iii) Impiementation of the on-going projects.
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(iv) Greater thrust on improving productivity of manpowcr.

(v) Mcchanization of opcncast mining wherever tcchnocconomically
favourablc.

(vi) Mcchanization of the undcrground operations in Bord & Pillar
working with the help of Auger cum jumbo drill, SDL/LHD and
mechanised roof bolting etc.

(vii) Identifying ncw blocks for taking up new projects not only to
contribute to additional production, but even to some extent to
compcensate the depleting coal rescrves in the cxisting mines and
completed projects.

(viii) Identifying suitable modern technologics for restructuring the
existing mines and completed projects, where possible.

(ix) Adopting suitable modern technologies with collaboration from the
concerned foreign agencics.

(x) Improving the overall efficiency for maximising the production
from the cxisting tcchnologics.

(xi) Identifying short gestation projects and taking up their construction
on priority.

(xii) Taking up required welfare measures towards maintaining cordial
Industrial Relations.

(xiii) Endcavouring to improve discipline at all the levels.

(xiv) Kecping close rapport with the State Law Enforcing Authorities
towards maintaining’ better law and order problems in the
operational areas.

(xv) Keeping closc liaison- with the State. Revenue and Forest
Departments ‘for getting{the land and lease matters required for
the mincs and projects, expedited.

(xvi) Maintcnance of steady power supply particularly in the mines
located in Eastern Region.

3.10 As regards the total production of Coal vis-a-vis its demand in the
country the Ministry informed that the total demand for coal in the
country as assessed by Planning Commission during the year 1992-93 was
258.10 M.T. of coal and 5.30 M.T. of middlings. As against this the
production of coal was 238.33 M.T. The total offtake of coal during the
year 1992-93 was 241.69 M.T. of coal (including imported coal) and 2.47
M.T. of middlings. The total stock of coal at the end of 1992-93 was 51.60
M.T.

3.11 The Ministry of Coal and Planning Commission had jointly worked
out coal demand for VIII Five Year Plan by the terminal year (1996-97) of
VIII Plan, the estimated likely demand of coal would be of the order of
311.00 million tonnes of raw coal and 7.00 million tonnes of middlings. As
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against the total coal production projection at 308 MT by 1996-97.
Howcver, the Ministry was not sure of this entirc demand matcrialising.

3.12 The Committecc desired to know as to why the Ministry was
apprchensive about the demand not matcrialising in full. In reply Ministry
stated that the total decmand was worked out by the Planning
Commission. This was done on the basis of demand indicated by various
consuming scctors which was aggrcgatcd to arrive at total coal dcmand.
Past expcriencc showed that such demand cstimatcs were grossly
overpitched as actual offtake falls far short of the projected demand.

3.13 The same viewpoint was reiterated by the Secrctary, Coal during
the oral evidence on the subject matter hcld on 2nd December, 1994,
when he stated:

“There is a gap betwcen demand and production which we notice
almost every year because demand is pitched very high,
the entire demand doecs not matcrialisc. This is a matter of
concern since we are producing according to the demand. That is
why we have asked for the corrective figures. We think that
roughly about 253.60 million tonncs during the currcnt ycar plus
imports will bc ablc to mect thc demand. This is the broad

picture.”

3.14 Asked whether this gap of 3 MT of coal between demand and
production was to be met by imports, the Ministry stated that to reduce
the ash percentage in coking coal supply to the steel plants, some
quantity of imported low ash coking coal was expected to be blended in
indigenous coal. '

3.15 The Comnmittce enquired whether the draw down of pit-hcad stock
of CIL would be able to mcet the gap of demand and production. In
reply, the Ministry of Coal stated that in case the projected demand of
311.00 MT materialised the gap between demand and production will be
mct from draw down of pit-head stock, which were available at CIL’s pit-
heads. At the begining of 8th Plan stock at pit-head was 47.8 MT which
had further risen to 49.7 MT, with marginal liquidation of 0.43 MT in
1993-94. In the mid-term appraisal of 8th Plan, CIL proposed to liquidate
4 MT of stock in successive years.

3.16 When the Committee desircd to know whether this fact was
conveyed to the Planning Commission, the Ministry stated that the
Planning Commission had undertaken mid-term rcview of demand,
production priorities etc. Hence these projections were likely to be
revised in the light thereof.

3.17 Asked subsequently as to whether the Planning Commission had
revised the figures during the mid-term review the Ministry informed that
during the mid-term appraisal of the 8th Plan in October, 1994, Planning
Commission maintained the earlier total demand projection at the same



18

level of 311 MT of raw coal. However, some changes werc made in
individual sectors.

3.18 Sector-wise demand projections at the time of formul.ation of 8th
Plan vis-a-vis asscssed during the mid-term Appraisal are given below:

Major Sector 8th Plan original Asscssed during

Projections for Mid Term

the year 1996-97 Appraisal for

1996-97
1. Steel & Coke ovens 4.0 41.00
2. Sponge Iron 2.00 3.20
3. Power Utilitics 185.30 194.00
(4.70) (5.00)
4. Power Captive 15.00 15.00

(2.10)
5. Railways 3.00 0.40
6. Cement 17.50 17.50
7. Fertilizer 4.00 4.70
8. Export 1.00 0.50
9. L.T.C. Soft Coke 4.00 4.00
10. Bricks Kilns & Others 33.20 26.70
(0.20)

11. Colliery Consumption 4.00 4.00
Total: 311.00 311.00
(7.00) (7.70)

3.19 When enquircd about the reasons for substantial increase in
demand projections for Power Sector, the Committec were informed that
the demand for the power having gone up, the priority for this sector had
also gone up in terms of its share in the total coal consumption.
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3.20 Asked whether this had nccessitated revision of production targets
and if so to what cxtcnt, thc Ministry in a notc statcd that the Original
production target for 1996-97 had bcen rcviscd as given in the table

below:—
(in million tonncs)

Company 8th Plan Asscssed Term

target Appraisal in

original October, 1994
Coal India Limitcd 270.00 263.60
Singarcni Collicrics 33.00 30.20
Company Limited 5.00 6.20

TISCO/ISCO/DVC

308.00 300.00

Augmentation of Production

3.21 103 Projccts/schemces were identificd for additional coal Production
during thc 8th Plan pcriod and beyond. Some of these projects/schemes
had alrcady been approved. In addition, advancc action plans for initial
activitics likc land acquisition ctc. for about 30 projccts had also bcen
sanctioned. Thc physical progress of thesc projects including expenditure
was bcing reviewed at the time of formulation of Annual Plan.

3.22 Thc cstimated production contribution from diffcrent groups of
mincs in CIL for 8th Plan Pcriod as furnishcd by thc Ministry is given
below:—

Actual (In. M.T.)
Projccted

1992-93  1993-94  1994-95  1995-96  1996-97

Existing Mincs 173.56 177.68 17270 165.20 161.82
On-going Projects 37.65 38.42 50.45 69.56 87.88
New Projects 0.00 0.00 0.060 6.24 13.90
Total 211.22 216.10 223.15  241.00  263.60

3.23 When asked as to when the production was cxpected to commence
in the new blocks and whether any time frame was laid down for the samc
thc Ministry informed thc Committce that work at somc of the projccts
had startcd and these were at different stages of development. Every
approved scheme had a dcfinite time schedule.

Productivity
3.24 As rcgards thc mcthodology bceing applicd for idcntification of
suitablc technologics for on going and ncw projects, thc Ministry stated
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that the sclection of a particular mining mcthod or technology inter-alia
depended upon factors like thickness and depth of the coal deposit, its
gco-mining configuration and other tcchno-cconomic parameters.

3.25 A broad picturc of mining technologics being adopted in on-going
and new projects was as given below:

(i) Opencast niines Draglines for overburden removal.

Shovel and dumper combination for
overburden removal as well as coal

extraction.

Crushcr-conveyor  system  (recent
introduction).

(ii) Undcrground mincs Traditional manual Bord & Pillar.
Mcchanised power support longwall.

Spccial  mcthods  like  Gallery
Blasting. Shicld mining ctc.

3.26 The Ministry’s assessment of the present technologics adopted/used
for production of coal in the Coalficld vis-a-vis technologics used by
advanced, countrics like U.K.. Australia, cte. and about the nced for
rmoudernisation programme for growth of Mining Technology both for
opencast mining  and  underground coal industry for cnhancing coal
production was- that so far as underground mining was concerned. Indian
Coal Industry wus still working on traditional manual bord and pillar-
mcthod mining. During last 15 ycars or so. mechanised longwall mining
had been introduced i a number of mines in CIL and SCCL. Currcatly 15
longwall faces were operating, at the same time bord and pillar mining had
been mechanised by introduction of Side Discharge Loaders (SDL) and
Load Haul Duifipers (LHD) cte. Special mining methods like Gallery
Blasting, Shicld Mining cte. had also been  introduced. Al these
introductions were however, at initial stages.

3.27 In advanced countrics like U.K.. Australia, Germany, USA and
China, most of the underground mining was highly mechanised except in
China where” about onc third of underground production was coming
through their traditional manual mcthods of mining. Mcchanised longwall
mining was also common in all advanced coul producing countrics.

3.28 However, in so far as the opencast mining was concerned India was
using the same cquipment configuration as were being used in advanced
countrics like Australia, USA and Russia. The only difference being in the
cquipment sizes which was Targely dependent on the nature of the deposit,
mine capicity, cconomics cle.
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3.29 In regard to the querry about any study being conducted by the
Ministry of the manpower requirement per tonne production of coal as
comparcd with the ratios cxtant in other countrics, the Ministry has in its
reply stated that no formal study rcport was available. However, Central
Minc Planning and Design Institute had at times brought out comparison
of productivity levels in various coal producing countrics.

3.30 The following data was furnished about the availuble productivity
figures (Output per Man Shift in tonnes) in respect of some of the major
coal producing countrics of the world:

Countrics Underground ~ Opencast — All Mines Yecar
Australia 15.60 34.68 25.86 1992
(Qucensland)
China - - 1.33 1992
France 3.9 — — 1990-91
Germany 5.20 —_ -— 1992
India (CIL) 0.55 4.00 1.52 1993-94
(SCCL) 0.71 4.30 1.05 1993-94
Poland 1.90 — - 1990-91
United States 18.00 40.20 26.40 1992
U.K. 8.76 — —_ 1993

3.31 When asked about the constraints being faced by the Ministry in
moderaisation of Coal industry so as to bring it at par with the productivity
norms cxisting in other countrics, the Committee were informed that the
modernisation of minces is & continuous excrcise and it had to be achieved
through mcchanisation of different operations. This depends on the geo-
mining conditions. size of the deposit, grade of coal and its demand and
other factors. Some of the constraints coming in the way of growth (both
qualitative and quantitative) of coal industry were:—

(i) Low productivity, particularly in underground mincs, and surplus
manpowcr.

(ii) Large numbcer of old small capacity and unviable mincs, mostly
underground which are not amenable to the requisite level of
mechanisation.

(iii) Sub-optimal cquipment utilisation.

(iv) Dclay in land acquisition and associated problems.

(v) Transport  bottlenccks  and  inadequate  coal  cvacuation
infrastructure.

(vi) Problems of quality. range and supply of indigenous mining
equipment.

(vii) Disinclination on the part of consumers to commit to take washed

non-coking coal for power stations.
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3.32 Also. the framework in which the nationaliscd coal industry had to
opcratc madc it difficult to modcrnisc and grow on'‘long-tcrm basis in a
hcalthy manncr.

3.33

Elaborating further, Sccretary, Coal informed the Committce

during oral cvidengce held on 13th Junc, 1995:

“Productivity is onc of the key arcas to which the coal industry has
been asked to devotc attention. There arc two types of mincs,
undcrground mincs and opencast mines. The figures have alrcady
been submitted to the Committec. You may obscrve that the
productivity in Opcncast mincs is considcrably morc than the
undcrground mincs. The sccond point is that some of thesc are old
mincs which cannot bc mcchanized to thc samc cxtent as it
happens in some of thc advanced countrics. Productivity is to be
rclatcd to the level of mechanisation or to the extent of
mcchanisation which is there in Coal Industry. I will just give you
a broad picturc. Australia produccs 250 million tonncs of coal and
has got less than 20,000 pcoplc working in its mincs. We producc
about 265 million tonncs and we have got ncarly scven lakhs of
people. We arc talking of productivity in terms of output per man-
shift. You have to divide the total production of coal by the
number of cmployces in the coal companics. It is a function of
what is the mix of machinc and man deployed in the coal-mining
industry.

The other point that I would like to submit is that under our
laws. contract labour is prohibited from bcing cmployed in mining
opcrations and certain other operations. Whercas, in  these
countrics, cven in China, contract labour is bcing incrcasingly
cmployed for ccrtain operations in coal-mining. Somc of our coal
production figures comparc much better than the overall figurcs
which have bcen given. For cxample in the opcncast mincs in
Piparwar. thc output per man-shift is 20.60 tonnes whercas the
avcrage production is only four tonnes in thc opcn-cast mincs. This
comparcs with 34.36 tonncs in Australia and 40 tonncs in the
USA. This is the differenge in mechanisation between our country
and those countrics.”

3.34 Supplcmenting his contention, a rcprescntative of thc Ministry

further

clarificd:

*Unlike the other countrics in India, we have a large numbcr of
opcn-cast mincs having low productivity and at thc same time
fairly largc number of mincs having high productivity also. When
wc say that Coal India’s productivity in respect of opencast mincs
is four tonncs, it is an ovcrall average figurc of Coal India. There
arc opcncast mines in Raniganj and Jharia where manual work is
in voguc. The loading of coal is donc by manual labour. The
rcason for that is that we have inhcrited a large number of workers
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on nationalisation. We arc utilising them for coal loading work.
Further, in the Singrauli and Korba coalficlds and Piparwar mincs,
which have bcen developed by us, high capacity equipment has
been deploycd. In the forcign countrics with limitced manpower,
almost all opcrations arc mechaniscd. At the same time, in favour
of our mincs the achicvement of OMS is 20-25 tonncs which is
alsmost thc samc which is achicved in the forcign countrics.
Furthcr, we have_to import all such cquipment. It involves large
investment also. Wce have inhcrited about scven lakh pcople. We
arc trying to balancc thc mcchanisation in such a manncr that we
kecp our peoplc cngaged, kecp our investment low. At the same
timc, we arc trying to have the ovcrall cconomics in such a manner
that we have thc most cconomic production. Wc have also scen
that our labour cost is much lcss. It is not always cconomical to go
for very high productivity with very high investment. We are trying
to balancc between mechanical and manual opcration and keep the
Output pcr Man Shift (OMS) between about 4-8 tonnces.”

3.35 During the coursc of the oral cvidence when it was asked as to
what was thc Output per Man Shift (OMS) in the coal industry the witncss
stated:

*The Output pcr Man Shift (OMS) for ECL in thc ycar 1993-94 is
0.54; in BCCL it is 0.81 and in CCL it is 1.40. Thesc arc dctails of
overall mining, both undcrground and opencast mining. You were
plcascd to ask thc position vis-a-vis Northcrn Coalficlds. The
productivity was 6.73 becasuc it is opencast mining and mcchanised
mining. In South Eastcrn Coal Ficlds, Bilaspur the overall figurc is
2.09. The figurc of Mahanadi Coal Ficld is 4.61. Thesc figures arc
for April to November, 1994."

3.36 The written information furnished by the Ministry to the Committce
also rcvcaled that the productivity in opcncast mincs had improved from
2.07 tonnc in 1984-85 to 3.80 tonnc in 1992-93. The undcrground OMS
during the same period in CIL improved from 0.52 (1984-85) to 0.55 (1992-

93).

3.37 Ovcrall OMS improved from 0.87 tonnc in 1984-85 to 1.46 tonnc in
1992-93.

3.38 About the stcps bcing taken to improve the productivity, the
Ministry informed thc Committcc that thesc included:

(i) Improved manpowcr planning including rationalisaton/VRS for
surplus manpower.

(ii) Improvement in availability and utilisation of cquipment.

(iii) Introduction of modcrn tcchnology where appropriate.
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3.39 When asked as to what would be the impact of thrust given for
increasing mechanisation in underground mining on the employment of the
workers and whether it will lead to any retrenchment of workers or
rationalisation of work force the Ministry stated that direct employment
per tonnc of coal produced would go down as the OMS would be higher
than the conventional manual method. However, this would be more than
offset by:

(1) Increase in coal production.

(2) Increase in employment in the downstream sectors.

3.40 Sccondary and tertiary employment would also be generated.
Rationalisation of workforce would be unavoidable if the coal industry had
to become more efficient and competitive.

Production, Despatch and Stocks

3.41 The following table dcpicts the all India production and despatch of

coal during thc last S ycars:

(M. Tonnes)
Year ' Production Despatch Stocks
1990-91 207.39 196.84 42.11
1991-92 224.74 214.98 47.89
1992-93 233.713 226.56 51.15
1993-94
1994-95

3.42 The Table given below gives the figures for production, despatch
and stocks as reflected in the latest Annual Report of the Ministry:

(M. Tonncs)
Ycar Production Despatch Stocks
1990-91 211.713 201.07 42.56
1991-92 229.28 218.86 48.58
1992-93 238.26 231.03 51.30
1993-94 246.04 242.713 -

1994-95 - — —_

Production Cost and Pricing System

3.43 When the Committee enqutred aboug the cost being incurrcd by the
Government in production of coal, thc Ministry informed the Committee
in a notc that for CIL. thc avcrage cost of production of coal was
Rs. 335.25/tonnc (Prov.) for 92-93 including Rs. 16.70/tonnc (Prov.) for
92-93. For SCCL the avcrage cost of production of coal was Rs. 491.98 for
92-93 including Rs. 64.23/tonne towards overhead charges. The average
sale rcalisation was Rs. 434.35/tonne. The coal prices had since betwcen

revised w.c.f. 18.6.93.
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3.44 About the subsequent years, it-furnished the: following statement:

(Rs. per tonne)

Average cost Avcrage over- Average salcs
of Production head cost realisaton
93-94 94-95 93-94 94-95 93-94 94-95
(Provi- (Provi- (Provi-
sional) sional) sional)
CIL as 364.35  386.75 19.93 20.42  400.12  409.80
a whole
SCCL 477.38  536.56 79.10 v86.27 484.64  541.39

3.45 When asked as to what had been the losses incurred by SCCL prior
to 18th Junc: 1993 thc datc from which the coal prices had been revised,
thc Ministry statcd that thc avcrage sales realisation during 1992-93 in
SCCL was Rs. 434.35 per tonnc against thc average cost .of production of
Rs. 491.99 per tonne.

3.46 Since the sale operations of SCCL are apparently a loss making
proposition, the Committee wanted, to know about the quantum of losses
sustained in Coal operations in SCCL prior to Coal Price Revision on
18.06.1993. The following table was furnished in this regard:

Year Production Cost per Avg. Loss/ Loss
(LT) tonne  selling tonne (Rs.
(Rs.) price (Rs.) crores)

per tonne

(Rs)
1990-91 , -175.78  401.05  308.21 92.84 163.19
1991-92 196.18 45294 34841 104.53  205.07

1992-93 ' 21010 49199 43435  57.64 121.10

3.47 In this connection, the Committec enquired about the rcasons for
the avcrage cost of coal production and overhcad chatges being much
higher in SCCL as comparcd to thosc in CIL, in rcply thc Ministry stated
that the avcrage cost of production and ovcrhcad charges werc higher in
SCCL duc to-thc following rcasons:

(i) PRODUCTION MlX—Préddction of coal from Undecrground and
Opencast mincs in SCCL is in the ratio of 60:40 as against 27:73 in
CIL (Basc 1992-93). So cost in SCCL is naturally higher than in

CIL.
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(ii) OB/COAL RATIO—Thc SCCL has to tacklc dccper deposits cven
in thc Opcncast Mincs and in that the avcrage stripping ratio is
higher as comparcd to CIL. So the cost of coal per tonne gained
from opencast tcchnology is comparatively higher for SCCL.

(iii) DEBT/EQUITY~SCCL is jointly owncd by thc Government of AP
(51%) and Govermment of India (49%) as per the Tripartite
Agreement between SCEL, Government of AP and Government of
India. Duc to lowcr cquity contribution by both thc Governments,
the remaining Plan Outlay was financed by way of Long Term
Borrowings from Govcrnmcent of India. As a result, SCCL suffcred
adverse Equity Dcbt Ratio of 1:2:79 against 1:1:15 of CIL (1992-93)
Additional intcrest burden duc 1o distorted debt cquity was Rs. 47
crores during 1992-93, working out 10 Rs. 22 per tonnc. This
situation has been corrected during 1993-94 through a package of
financial restructuring.

(iv) LOSS OF PRODUCTION—Sporadic strikes and law and order
problems cspecially from 1988-89 to 1991-92 resulted in loss of
production as indicatcd bclow:

Year Actual Production Loss of Production

(Million tonncs)

1988-89 18.61 1.00
1989-90 17.81 ! 2.50
1990-91 17.71 2.80
1991-92 20.58 1.35

3.48 The Ministry when asked about the manncr in which the salc price
in CIL and SCCL wcre being fixed, informed the Committce that the
current pricing system for coal was bascd on a study conducted by Burcau
of Industrial Cost & Prices (BICP) in 1986-87. Aftcr a study of
representative: mines, BICP reccommended average price of Rs. 210 per
tonnc for CIL and Rs. 241.61 for SCCL bascd on normative cost
determined on prices of inputs prevailing in 1987. BICP also prescribed a
formula for rcvision in coal priccs on normative basis to take carc of
cscalation in pricc of inputs used for coal production.

3.49 Thc Government, it was further stated, has been revising coal
prices pcriodically on the basis of the cscalation formula.
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Decontrol of Coal Prices

3.50 On thc issuc of decontrol of prices of coal the Ministry averred in
onc of its written rcplies-that thc matter was under considcration. When
probed further during the coursc of oral cvidence held on 13th June, 1995,
Sccretary, Coal clarificd: .

“No dccision has yct been taken. A lot of consultation is involved
in this. [ would humbly submit that in all important policy matters
like this, it is difficult for mc to indicatc as to when a decision is
likely to be taken. This thing arosc out of a BICP rccommendation
that there should be a pricc dercgulation of ccrtain grades of coal.
In our cconomy. in ccrtain respects there has been control and
rcgulation on prices but in certain arcas it is not there. Because of
the special character of the coal industry,” therc is a fecling
amongst thc uscrs in other industrics that a littlc more
consideration should be given to it. I would, therefore, humbly
submit that I do not find mysclf in a position to give a straight
answer since it is a policy mattcr and a lot of consultation is
involved in it.”

3.51 When he was qucericd in rcgard to the desirability or otherwise of
price dccontrol, hc further statcd:

*As per the policy of Government, coal price is to be reviscd once
in a ycar. But it so happcncd in thc past that this rcvision in prices
did not takc placc in time and the result was that the coal industry
suffcred a great deal in terms of rcalisation becausc arrcar . bills
cannot be raiscd against the consumers. So, the coal indutry fclt
that if the pricc is dercgulated and they arc cncouraged by what
Govcrnment did in respect of stecl, cement and paper, it is good.
The Coal Industry’s vicw has been that since thosc who use coal,
except in clectricity gencration becausc that tariff is regulated by
Govcrament and othcer uscrs’ end product is not regulated by price
control. why this input should bc rcgulatcd by pricc control. That
is the logic which has gonc into it. But the point is, source of coal
is by and largc cither Singarcni or Coal India Limited. A littlc bit
morc indcpth consideration is called for as to how this is going to
work.”

Manpower

3.52 In rcgard to thc manpower cngaged in Coal Industry, the Ministry
statcd that as on 31.12.94 strcngth of employces of Coal India Ltd. was
6.46,326 and in SCCL as on 31.12.94 number of employces was 1,14,402.

3.53 A lot of irrcgularitics in appointment in Coal Industry in the
aftcrmath of nationalisation likc fraudulcnt age certificates, ctc. had been

reported to thc Committce.
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3.54 In fact when this subject was broached during the course of oral
-evidence of the representative of Ministry the then Secretary, Ministry of
Coal admitted:

“You have very rightly stated the number of such persons. But so
far as certificate is concerned, it would not be proper to blame the
doctors only. The date of birth written in register by the persons
concerned was accepted as true. Of course, it is correct. For
instance, there is a man in Coal India Limited at’' Kanpur whose
age scems to be 80 years, but as per entry in the register, he is just
50 years old. Likewise there are many other persons whose age has
been determined 'on that very basis. Now if we open those cases
you can well imagine the consequence. You see, about seven lakh
people work with us and a lot of problems would arise in finding
their correct ages. So it involves lot of work as we will have to
launch a sort of commercial operation. We are discussing at the
moment that this trend should not be allowed to continue. We
have just launched a Voluntray Retirement Scheme under which
10,000 people can be retrenched, but there is a possibility that we
may have to take them back.

We have to be cautious. So we are actually trying to put these
10,000 people with a voluntary package. We are spending about
Rs. 120 crore on that so that we do not increase the number. We
will reduce the overall employment number and if we reduce the
number our productivity will go up.”

3.55 The Ministry was, therefore, asked as to what was the workforce in
ECL, CCL and BCCL at the time of their nationalisation. In response the
Ministry stated that the details in regard to the workforce at the time of
oatbonalisation in ECL, BCCL and CCL were not available. However,
Mlluwing details regarding the manpower of these companics, as on 1.4.75
(i.e. date of formation of CIL as the holding company) were furnished by
the Government:

ECL 185061
BCCL o 192142
CCL ‘ 110412

3.56 Asked further as to how many employees were retrenched at the
time of nationalisation, how many of those retrenched were re-employed
through Court verdicts or intervention of labour unions and what were the
age profiles of employces retrenched at the time of nationalisation and
subsequently re-employed it was stated that at the time of take over and
subsequent nationalisation of coal mines in 1972 and 1973 no workman was
retrenched. However, back door induction of workman had taken place by
manipulating various records of coal mines, and services of such of the
persons who ‘had fraudulently entered into employment had been
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dispensed with after a review by S¢reening Committees constituted at the
AreaCorporate levels with the Trade Union representatives and only such
of the persons who were found to be genuine were taken in employment.
Some of the persons, who were not accepted as genuine workers by the
Screening Committtee were, however, taken back in employment in tems
of awards of Central Government Industrial Tribunals or decisions of
Courts. About the age profiles of such employees it was stated that these
were not available.

3.57 It was reported in Press that the Government proposed to close
down 18 loss making coal mines being operated by the CIL in next couple
of years leaving over 15,000 employees in the lurch. This proposal had
been ostensibly made to either reduce the losses or make certain
companies of CIL profitable. When the Ministry was asked to clarifiy its
position in this regard they stated that according to CIL 18 uneconomic
mines (03 in BCCL, 11 in BCCL and 04 in CCL) had been identified for
closure. These mines were unable to improve their performance due to one
or more reasons given below:—

(i) Exhaustion of reserves;

(ii) Presence of waterlogged abandoned working in the vicinity;
(iii) Presence of undeyground fires;

(iv) Collapse of workings; and

(v) Adverse geo-mining conditions.

3.58 Out of these 18 mines, operations had since been stopped in three
mines. Four mines had been merged/amalgamated with other mines in
order to improve their operations. Mining operations in the remaining
11 mines were being continued for the present. However a decision on
their closure may have to be taken by CIL in due course.

3.59 Asked about the number of workers rendered surplus due to
reasons enumerated ahove, the Ministry stated that the number of workers
rendered surplus owing to various rcasons such as, closure of mines,
technical reasons, exhaustion of reserves and mechanisation etc. had not
been worked out by the coal companies. Identification of surplus
manpower in ECL, CCL and BCCL was based on production and
productivity targets for a particular year. As on 1.4.1994, the number of
surplus workforce in ECL, BCCL and CCL was as under:

ECL 11022
BCCL 22478
CCL 1420



30

3.60 During the course of oral evidence the then Secretary, Coal when
asked whether clause 4(a) of the Mines and Minerals (Regulation) Act
could be enforced to do away with the surplus labour stated:

“We can always take various measures for doing away with the
surplus labour. Firstly, when the vacancies occur after natural
retirement, we do not fill up these vacancies. That is the only way
of freezing employment and we are doing it. In the entire Coal
India Limited, roughly 65 to 70 per cent of work force is producing
30 per cent of coal and 30 per cent of work force is producing 70
per cent of coal. This position is there in ECL and BCCL.”

3.61 Asked specifically as to whether the above referred clause could be
invoked in this regard, he further stated,

“Sir, I am coming to it. The second point of tackling excess work
force is we are using the voluntary retirement scheme. We are
giving good packages under this scheme. We put a target of 10,000
employees per year 5,000 each in ECL and BCCL. In BCCL
roughly 22,500 people are surplus and in ECL 25,000 people are
surplus. I must submit that these are tentative estimates. There
may be more number of surplus. We will have to corelate it to
productivity. We have submitted the details of underground and
open cast mining and the productivity. The productivity is
remaining constant because we have a very large work force. For
one tonne of coal, when we require 2-3 people we have 20 people.
We will have to do away with the surplus staff. We have to arrive
at the details of excess staff on scientific basis. We are doing it
manually now. When we combine high-teck. We will rclate it all
and arrive at correct figures.”

3.62 When it was point out that while on one side he was referring to
surplus staff, on the other he was saying that the work culture itself was
not conducive to productivity, he stated:

“Sir,in 8 work place which can accommodate 5 people, when you
employ 20 people, the work culture will be affected.”

3.63 Quericd further as to what were the other contributory factors, the
witness informed the Committee.

“I want to say about shift utilisation. If the shift is for cight hours,
cight hours work must be done. If more people are there, they will
start doing gossiping and the work culture will be affected. The
absentecism will also be mare.”

3.64 When asked further as to in what manner the surplus employees
were likely to be engaged, the Ministry stated that the manpower rendered
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surplus on account of closure of mines duc to technical reasons, exhaustion
of rescrves and marger to geo-mining conditions were re-deployed in the
following maner:

(i) Re-deployment of manpower within the company form sprplus to
shortage arcas.

(ii) Re-training of unskilled semi-«killed surplus manpower to meet the
requircment of skilled manpower.

(iii) Re-dcployment through transfer from surplus companies to defieit
companics.

(iv) Reduction undcr voluntary retirement scheme.

3.65 When told to submit figures relating to work force adjusted through
these measures the Ministry in a written reply submitted subsequently,
statcd as follows:

(i) & (ii) Information is being collected.
(iii) 401 (During 1994-95)

(iv) 9407 (During 1994-95)
Over-reporting of production

3.66 The issue of Over-rcporting in production of coal came up for
discussion during the on-the-spot-visit of Study Group-I of Estimates
Committee (1994-95) to BCCL Hcadquarters at Dhanbad during
September, 1994,

3.67 It was brought to the notice of the Study. Group that over-reporting
was a very scrious matter and alrcady a Government Committee namely
the Mishra Committee had gone into and given a Report. Subsequently
when this issue was taken up during the evidence of the represcntatives of
Ministry of Coal on 7th December, 1994 onc of the witnesses informed the
Comnmittee,

“Mishra Committee is a more recent Committce, and the Mishra
Committcc Report has been submitted to the Government. The
Government has advised Coal India Limited to take action against
the persons concerncd based on those recommendations, and
action is being taken against those persons who were found to be
responsible by that Committee. The Mishra Committee
recommcndations can be classificd under two heads. One is about
action to bc takcn against persons, against ccrtain officials who
were found dclinquent; and the sccond ore is rcgarding systems
improvement.

Now, Sir, so far as the first set of rccommcndations are
conccrncd, they are of individual nature and the view which had

been taken in thc Ministry was that because those officers are
already under enquiry, those recommendations against specific
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officers must be treated as confidential. That is the view which we
have taken in parliament also in reply to Parliaméentary questions.
We took the view that this particular part of the Report consisting
of action to be taken against individual officers will prejudice the
enquiry which has already been stated against the concerned
officers if it is made public. As regards the systems improvement,
the major recommendations are as follows. The Mishra Committee
has recommended change in management ethos, separation of
functions of Manager and agent. They have also said that there
should not be undue stress on physical targets. The committee has
idetified parameters to be adopted in performance appraisal of
Managers and agents and General Managers, and weightage to be
given on individual parameters has also been identified. There are
several other recommendations.”

3.68 When asked as to what prompted over-reporting of production, the
witness clarified:

“The evaluation of performance of officers generally done on the
basis of production reported. Now we are changing the basis for
the cvaluation. Earlier the evaluation of performance of the field
officers was made only basically by one figure, i.c., how much the
ficld officer has reported as produced. This is, it looks like, one of
the main motive behind over-reporting the production figures.”

Elaborating, he further stated:

“I am not trying to justify the over-reporting and if the over-
reporting is going on then the action is to be taken. Firstly, the
production is not weighted. Secondly, in open cast mining certain
amount of stonc and shell get into it by the open-cast method.
When we have to report, we have to do it in terms of the trips
made. We are supposed to segregate it and show it separately. In
certain cases, this has not been done.”

3.69 Keeping in mind the serious nature of the problem involved the
Secretary of the Ministry was asked to submit a copy of the R.N. Mishra
Committee Report to enable the Committee to make an objective
assessment of this problem. He, however, stated:

“As regards Mishra Committee’s Report, specific action against
specific officers had been suggested and they are all matters of
departmental proceedings and may also result in court proceedings.
The officers who are being proceeded against, may take advantage
of this Report if it is made public. they may say that since this
Report has been made public their cases have been prejudiced.
And that is why, we submitted even before the Standing committee
on Energy that since actions are being initiated, this may not be
asked for, because it will harm the purpose for which the Mishra
Committee was appointed.”
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3.70 However, Chairman, Estimates Committee directed him to furnish
Report to the Committee without any delay. As the Ministry still failed to
submit the said document to the Committee, a reminder was issued to it.
This time the then Minister of Labour who was alsa holding the charge
of Ministry of Coal wrote a D.O. dated 13th December, 1994 to the
Chairman, Estimates Committee stating that:

“Submission of the R.N. Mishra Committee Report may adversely
affect the processing of departmental proceedings as also invitation of
further action against other officers who might be found responsible
during the process of examination...that the affected officers may
take different pleas of bias, etc. in the event of the Report being
made available to the Committee. The affected officers may go to the
Court of Law and seck stay of operation on .the possible plea that
R.N. Mishra Committee Report has been handed to the Hon'ble

Parliamentary Committee which will be looking into this matter...."”

‘ that submission of the Report to the Committee is suggested to be
withheld as it may come in the way of our expeditious processing of
the recommendations and the implementation of follow-up actions.”
3.71 The Chairman, Estimates Committec however did not acceed to the
request of the Minister.
{ .
3.72 A .copy of the Report was finally submitted to the Chairman,

Estimates Committee by the Ministry of Coal on 31 March 1995 i.e., just a
week before the representatives of the Ministry were to render further oral

evidence before the Estimates, Committee on the subject matter.

3.73 A perusal of the RN Mishra Committee Report on over-reporting
of coal production in BCCL revealed that this enquiry on the aspect of
over-reporting was not an isolated instance. In fact other Committees had

also been appointed in the past in this regard.

3.74 The following information was submitted by the Government in
regard to the background development since 1986 leading to setting up of
Committees from time to time to investigate coal stock shortages:

(a) Panigrahi Committee:

3.75 Pursuant to a decision taken by the then Minister of Energy at a
meeting of the Consultative Committe for the Ministry of Energy held on
12.2.86, a sub-group of the Consultative Committec was set up on 7.4.86

to go into the following:—
(i) The circumstances which led CIL, to indicate an estimated profit of
Rs. 13.83 crores for the financial year 1984-8S,
(ii) The reasons for wrong cstimation of profit, ultimatcly lcading to loss
of Rs. 78 crores by the CIL during the same period.
3.76 The sub Group had 7 members, all members of Parliament and was
chaired by Shriyut Sriballava Panigrahi, M.P.
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3.77 On 7.6.86, the Panigrahi Committee submitted its report making 16
recommendations regarding preparation of budget, the role of CIL in
guiding the subsidiaries in policy, matters, preparation of cost account
manuals, inventory control, ecffective monitoring of performance of
subsidiariecs by CIL, cnquiries into cascs of writing off coal stocks,
discouraging the executives to give press reports, posting and tenure of
scnior exccutives and excmplary punishments to employees violating laid
down procedure.

(b) K.A. Sinha Commiree:

3.78 In 1990, shortage of 3.17 lakh tonnes was noticed during the
Annual Mcasurement in respect of coal stocks in 11 mines of BCCL. A
two-member Committee under the Chairmanship of Shri K.A. Sinha, Ex-
Dircctor (Tech) CIL was set up by the CIL. On 31.10.90, the Committee
submitted its rcport to Chairman, CIL.

(c) R.N. Mishra Committee:

3.79 Upon the reported shortage of 3.64 million tonncs of coal in BCCL,
Government decided to set up a Committee under the Chairmanship of
Shri R.N. Mishra, the then CMD, NCL, to carry out an in-depth study
and spot verification and fix responsibility for the shortages in BCCL
stock. The Committcc was sct up by an ordcr dated 27.7.92 of the
Ministry. On 24.12.93 the R.N. Mishra Committee submitted its report to
the Ministry in two volumcs.

3.80 Asked as to when the matter regarding coal stock shortages was
brought to the notice of the Ministry of Coal and at what stage, it was
stated by the Ministry that in the 136th meeting of Board of Directors of
BCCL hcld on 24.12.91, shortage of 36.40 lakh tonncs (later found to be
34.14 lakh tonnes) for 1991-92 as reported. This information was received
by thc Ministry in Fcbruary 1992 in the form of the minutes of the BCCL
Board Mecting. The Committee was thereafter set up by the Ministry by
an order dated 27th July, 1992.

3.81 One of thc recommendations of the K.A. Sinha Committee which
came to the notice of the Committce stated as follows:

“The stock shortage rccorded in CIL Annual Mcasurement are being
adjusted in the book of Accounts without proper investigation into
the cascs and appropriate approval of the BCCL/CIL Board. As per
panigrahi Committce all such stock shortage cases were to be
investigated by a duly constituted Committce and write off action by
the Board was rcquired to be taken as per accepted recommendation
of the Committcc. The Company may like to look into this for
corrective action.”

3.82 When the Ministry was asked as to whether this mechanism had
been set right in CIL and its subsidiaries and if not what were the rcasons
for not implecmenting this very important recommendation, the Ministry
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have informed the Committee that Coal stock is accounted for in the Book
of Accounts as per laid down accounting policy which forms part of the
Annual Accounts of CIL and its subsidiarics. The relcvant statcment in the
accounting policy is reproduced below:

“Book stock of coal, coke, ctc. is adopted for the purpose of
accounts where the variances between ‘book stock’ and ‘measured
stock’ are within +/— 5%. Otherwisc ‘mcasurcd stock’ are
adopted for the said purpose.”

3.83 The mecasured stocks arc adopted in the accounts in such cases
pending investigation into the shortages and the subsequent disciplinary
action as well action for write-off. In the short time between the report of
the stock mecasurcment is available and the accounts are finalised, it is not
practical to complete the investigation and subsequent actions, including
approval of write-off, wherever necessary. Hence, even though the
measured stocks arc adopted in the accounts in the cases of variations
beyond 5%, the shortages are pursued for completion of the enquiries and
taking up write-off actions, including submission of write-off proposal for
approval of the concerncd Board. Therefore, adoption of measured stock
does not exclude the requirement of investigation and approval of write-off
by the Board.

3.84 This procedure of adopting mecasured stock in these cases pending
invetigation and write-off will have to be continued in view of the fact that
in order to reflect true and fair picture of the affairs of the companies, the
measured stack would have to be adopted in such cases. Hence, no change
in this basis.of adoption of measured stock (referred to as adjustment by
the K.A. Sinha Committee) was- being contemplated.

3.85 Asked further as to what had been the amount of writc-off both in
terms of quantity and monetary terms in Coal India Ltd., and its
Subsidiaries during each of the last five years and whether there had been
instances as mentioned in the above quoted recommendations of the Sinha
Committee where adjustmcnts had been made without proper
investigations and appropriate appréwal, the Ministry in a note stated that
during the last 5 ycars following write-off actions had been approved by
CIL Board:—

1990-91  0.97 lakh tonnes valued at Rs. 3.17 crores.
1991-92 49.016 lakh tonnes valued at Rs. 91.95 crores.
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3.86 During the above period provisions made in the audited Books of
Accounts for shortages beyond 5% were as given below:—

Stock shortage beyond 5% as per physical measurement and
accounted for by the Coal compaines in the Books of Accounts.

Qty. in lakh
- Tonnes value in Cr. Rupees
YEAR ECL BCCL CCL SECL Total

Qty. Value Qty. Value Qty. Value Qty. Value Qty. Value

89-90 1572 314 422 9.02 - - -_ — 1994 40.26
90-91 05 130 36 1157 - -— -— - 413 128
91-92 243 1218 3445 1342 001 004 - — 36.89 146.42
92-93 1.52 725 743 3057 - - 08 5 9715 a8
93-94 580 2804 612 2581 408 15.25 - - 16 6.1

3.87 It was also stated that for all stock shortages beyond 5% and in
excess of 1000 tonnes, disciplinary action were initiated after completion of
physical stock verification by CIL inventory team.

3.88 About action taken against persons responsible, the Committee
were informed that action was initiated in all these cases by the
subsidiaries.

3.89 The Sinha Committee had also observed that ‘“investigations/
-enquiry in stock shortage cases was unduly delayed, as 86-87 cases were
still pending. Preliminary investigations in cases of shortage as on 1.4.90
were also not being pursued vigorously.”

3.90 As regards the latest position of the above mentioned pending cases
and the remedial measures taken at Ministry level to make the
investigative/enquiry machinery more vigilant and purposeful, the Ministry
informed - the Committee that there were 3 cases of shortage beyond
permissible limit pertaining to 86-87. These 3 cases had been concluded. In
the year 89-90, there were 8 cases of shortage beyond permissible limit.
Out of this, action had been concluded in 6 cases. Only 2 cases pertaining
to 1.4.90 were yet to be concluded.

3.91- The details of the pending 2 cases pertaining to 1.4.90 have been
given below:—

Case 1

3.92 This pertains to alleged stock shortages of over 63000 tonnes at
Benidih OCP as on 1.4.90. In this case, the concerned Agent and the
Manager were charge sheeted on: 9.11.90. The inquiry was instituted on
10.10.92 by appointing Shri S.M. Diddee, the then CGM (Coord.) as
Inquiring Authority. Shri Diddee was promoted as Director (Tech.),
CMPDIL, Ranchi in July, 1994. Since he had already completed major
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part of the inquiry it was not considered appropriate to handover the same
to some other officer. Due to his pre-occupation, Shri Diddee has not been
able to complete the inquiry. He has been reminded once again to come to
Dhanbad in' September, 1995 to conclude the inquiry.

Case 2

3.93 This relates to alleged stock shortage of over 92000 tonnes at
Govindpur Colliery as on 1.4.90. A charge-sheet framed against the
concerned Agent was sent to him through G.M. Govindpur Area.
However, GM, Govindpur Area sent back the charge-sheet stating that the
shortage pertains to a period prior to the charged officer taking over as
Agent in October, 1989. Refixing of the responsibility for the shortage
took some time and finally a charge-sheet was issucd to concerned officer
on 15.3.93 for the stock shortage. Inquiry was instituted on 29.7.94 by
appointing Shri N. C. Nirula, the then CGM (Coord.) as Inquiry
Authority. Before he could complete the inquiry, he superannuated on
31.10.94. Another Inquiry Authority was appointed on 7.2.95. The inquiry
is in final stages.

3.94 When asked as to why no significant action was taken on Sinha
Committe Report, the representative of the Ministry stated in his reply as
under:

“K.A. Sinha Committec was appointed by the Coal India itself.
On the basis of Report of K.A. Sinha Committec, BCCL was
asked by the Coal India to initiate action and BCCL did initiate
action. But the progress was tardy. R.N. Mishra Committee
Report, which covers period up to 1990-91, has also covered those
individual cases. So, the action of K.A. Sinha Committee Report is
getting completed under R.N. Mishra Committee. Scpmtely we
are not taking action on Sinha Committee Report. That is all I
wish to submit.”

3.95 When the Committee pointed out that had Sinha Committee's
Report been implemented sincerely things would not have deteriorated to
such an extent, the witness admitted:

“The recommendation that had been made by K.A. Sinha
Committee were not implemented in full. I agree with ypu....... It
is a fact that we have not tried to fix responsibility for non-
implementation of K.A. Sinha Committee’s Report. It was because
our objective was not witch-hunting but to improve the system.”

3.96 The Secretary, Coal further adding to this contention stated:

“As has been submitted just before this august Committee, the
K.A. Sinha Committee Report was taken up. It was either tardy or
delayed or very little action was taken. So, that is what comes out
of it. Attention had been focussed on the point that there was a
gap of at least two years if not more between K.A. Sinha
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Committec’s Report and the R.N. Mishra Committce’s Report.
R.N. Mishra Committcc was appointcd by the'Government unlike
K.A. Sinha Committce.”

3.97 It was further statcd by the Ministry of Coal in a notc that sincc
R.N. Mishra Committcc was sct up by thc Ministry, a watch was being
kept in respect of completion of departmental inquirics against the officcrs
implicatcd in the Commitiec’s report. A Special Cell headed by Dircctor
(Tcch.), CIL had been sct wp in the CIL. Another Special Cell in BCCL
had also been set up for the samc purposc. A computcriscd reporting
system has been cvolved in CIL to convey the monthly progress in the
disciplinary cascs arising out of R.N. Mishra Committce rcport. The
monthly rcports hclped in identifying the dclaycd cascs and cxpediting
them. Among the officers implicated by the R.N. Mishra Committcc, there
were 69 officers of CIL who were members of the CIL Survey
Mcasurcment Tcams. In order to cxpeditc thc dcpartmcntal inquirics,
three Inquairy Officers had been engaged cxclusively for conducting such
inquirics.

Accoumtability

3.98 As rcgards accountability and prosccution of thc guilty the Mishra
Committcc found that thc guilty persons continued to be posted in
sensitive positions lcading thc Mishra Committec to conclude that:

(a) Thc managcmcnt was “fully awarc of thc rcasons bchind stock:
shortages. Hence. there never was a need to hold any enquiry to
determinc as to how thesc shortages occurred.

(b) The over-rcporting of production was always donc at the instancc
of the management. It was, thus, important to dclay, confusc and
if possiblc. scuttlc the cnquirics whenever, over-reporting was
provcd, very mild punishments were imposcd perhaps to avoid
any backlash. This also cxplaincd why shortages were never
defined in valuc tcrms whilc conducting disciplinary procccdings.

3.99 Furthcrmorc in thc Chapter on Rcsponsibility of thc Higher
Managcment, the Mishra Committce had also pointed the cxtent of over-
rcporting in the tenures of various CMDs of BCCL including the
incumbent at that time.

3.100 In view of the forcgoing when the Ministry was asked as Y@ what
action had bcen taken against these individuals in the light of the
malpracticcs that had takcen place during the time when they were at the
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helm of affairs at BCCL, the Ministry statcd that the names of thc CMDs
of BCCL mcntioncd in paras 5.8 and 5.9 of Vol. I of thc (Mishra)
Committce’s Report and their period of office in the post were:

Namc of CMD Pcriod of Office

Shri B.R. Prasad 15.2.1986 to 12.11.1987
Shri P.R. Sinha 14.1.1988 to 25.12.1990
Shri R.B. Mathur 24.12.1990 to 22.9.1991
Shri G.C. Mrig 23.9.1991 to 31.3.1995

3.101 As rcgards action taken against them the Committcc werc
informed that in so far as Shri R.B. Mathur & Shri G.C. Mrig wcre
concerned show causc notices were issucd to them on 20.5.1994, asking
them to cxplain as to why action should not bc taken against them for the
ncgligence on their part of over-reporting of production as obscrved by the
R.N. Mishra Committcc. Aftcr considering the rcplics from the officers,
thc Government decided to close the cases against them.

3.102 In casc of S/Sh. B.R. Prasad and P.R. Sinha thcy had rctired
from thc post of CMD, BCCL on 14.11.1987 and 25.12.1990 respectively.,
i.c.. much before the R.N. Mishra Committcc was sct up on 27.7.92.
There was no provision in the Conduct, Disciplinc and Appcal Rulcs, 1978
of CIL to initiate disciplinary procccdings againt rctircd cmployccs. It was
felt that initiating criminal procccdings against thce rctired CMDs only
bccausc dcpartmental action was not possible, was not considcred
rcasonablc because the same would have been discriminatory between the
scrving and the rctircd CMDs. In view of thesc rcasons, a dccision was
taken on 9.3.95 not to initiatc action against thc rctirced CMDs.

3.103 In rcgard to the total number of officials against whom action has
been rccommended by the Mishra Committcc, thc Committec were
informcd that action against Il officers (cxccutives) of BCCL and 69
officers (cxccutives) of CIL was rccommended by the R.N. Mishra
Commiticc. As such. thc Commiticc rccommended action against 230
officers or exccutives.

3.104 The commiticc pointcd out that it was almost two ycars since
Mishra Committcc had submitted their report to the Government and
cnquircd as to what action had bcen taken against the officers
rccommended for punishment by the Mishra Committce. The Ministry
stated that against many of thc cxccutives the Committce recommended
action for morc than onc charge. The charges or cases were of three
catcgorics viz. (i) stock shortages by inflating production figurcs, (ii) over-
payment of inccntives and (iii) falsification of rccords. Morcover, some
cxccutives figured in more than onc statcment. Duc to these rcasons, the
total number of cascs (266) cxceeds the number of officers or exccutives
(230).

3.105 It was also statcd that the Mishra Committec submitted its report
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to thc Government on 24.12.93. Howevcer, thc Ministry took some time to
cxaminc the rccommendations and on 22.4.94 thc Committee’s rcport was
forwarded to CIL advising initiation of action against the executives by
issuc of show causc noticcs. As such, a pcriod of one ycar and 3 months
has passcd sincc the initiation of action against the exccutives was adviscd.

3.106 When askcd as to whcether all the officers indictcd by the Mishra
Committcc were from Coal India and also rcasons for delay in taking
action against them. the rcpresentative of Ministry admitted during
cvidencc:

“Yes, thcy arc all basically from Coal India. So, it is not that
action has not bcen taken. But there was a delay. Out of fifty-six
cases, in thirty-two charge-shcets have been issued. The reason for
thc dclay is that thec same rccords are uscd by different
organisations. So, thcre ‘has been some dclay in using the same
rccords. The other rcason is that for about a ycar therc was no
proper in-charge for Vigilance. There has been some laxity in
following up thc cascs at thc Coal India level.”

3.107 As rcgards action takcn against officcrs found responsible for
lapses by thc Mishra Committce, the Ministry informed the Committee
that R.N. Mishra Committcc had rccommended 45 officers for being
debarred from holding ficld posting/scnsitivc post for S yecars. Out of
45 officers, 6 had rctircd. As rcgards the remaining 39 officers, the break-
up is given bclow:—

(i) Removed from scrvice on disciplinary grounds 2

(ii) Transfer 13
(including 8 transfcrred to other subsidiarics and S to
non-scnsitive posts within BCCL/Coal Controllcr’s
officc)

(iii) Dccision bcing takcn about further deployment 12

(iv) Disciplinary action initiatcd for stock shortagc has
been disposed off depending on the merit of cach
casc. Thesc officers have not been shuf'tcd from their
prescnt placc of postmg considcring the rcquircment
and also the difficulty in getting substitutes in their
placcs. 12

TOTAL 39

3.108 Askcd as to how many of the indicted officials had been allowed
to retirc till 30 Scptcmber, 1995, thc Ministry statcd that a total of
24 indictcd officials had rctircd by the said datc. Out of these 14 officials
had rctired between 31.7.90 and 30.4.94 i.c.. before reccipt of Committee's
Report in BCCL and 10 officials had retired after reccipt of the Report
i.c., 30.6.94 onwards. In thc casc of thc latter action had, however, been
initiated before their retircment.
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3.109 When asked as to what were the power “available with the
Ministry/CIL/BCCL authoritics under the cxtant conduct rulcs to imposc
conditions on such officials against whom prima-facie cascs had bcen
established charge-sheets preparcd/issucd and who were going to retire
before complction of such disciplinary actions against them, so as to cnsurc
their accountability/prosccution, the Ministry have statcd that Rule 34.2 of
Conduct. Discipline and Appcal Rules, 1978 of CIL  provides the
following:—

“Dcpartmental procecdings. if institutcd while the cmployece was in
scrvicc whether before his retirement or during his re-cmployment
shall, after the final rctirement of the cmployee, be deemed to be
procceding and shall be continucd and concluded by the authority
by which it was commenced in the same manncr as if the cmployce
had continued in scrvice.”

3.110 Undcr the above provisions the concerned disciplinary authoritics
in CIL Hcadquarters and BCCL could conduct disciplinary procccdings
against the retiring cmployecs of CIL/BCCL provided the chargesheets
were issucd before their respective dates of retirement.

3.111 It was also clarificd that there was no provision under which the
Ministry could initiatc disciplinary -procccdings against any cmployce of
CIL or BCCL. Prosccution against the in-scrvice and rctircd cmploycces of
CIL/BCCL could be launched in the appropriatc Courts of Law.

3.112 During the coursc of their investigations the Mishra Committce
had averred that ‘so far only 57.34% of thc production over-reported had
been detected by way of shortages, Icaving a balance of 33.17 lakh tonncs
valuced at roughly Rs. 133 crores still to be dctected as shortages in
31 collicries of BCCL taken up by the Commitice for detailed analysis
alonc. Thc Possibility of over-reporting of production and associated
undetected shortages in the other collierics of BCCL cannot be denied.
Thus there is a possibility of further detection of stock shortages in BCCI'.

3.113 Asked if any further inquiry/investigation was conducted by the
Ministry/CIL/BCCL as a scqucl to thc above obscrvation madc by the
Mishra Committec and if so. how much morc over-reporting of production
and associatcd undctected shortages of coal came to light in other collicrics
of BCCL. thc Ministry informed that stock mcasurcmcents as on 31.3.1994,
carricd out in all collicrics of BCCL rcvcaled a shortage (beyond 5%) to
an cxtent of 6.12 lakh tonncs valucd at Rs. 25.81 crorcs. Also
mcasurcment of stocks as on 31.3.1995 had been carried out in all the
collicrics of BCCL. This had rcvcaled shortage (beyond 5%) of 28.60 lakh
tonncs in the stocks valucd at Rs. 129.47 crorcs. Action had been initiated

to cnquirc into thc shortages.

3.114 A vcry scrious finding of Mishra Committcc was about large
quantitics of stones being mixcd in coal to make up for shortage in
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production resulting in gradc slippage and scrious damage to machincry in
thcrmal powcer plants. When qucricd in this rcgard a represcntative of the
Ministry stated:

“Sir. may [ submit beforc the hon. Committec how the grade
slippage takes place? Coal is a very hetcrogenous matcrial which is
formed by natural process. During the mining process, some
admixturc, which is unintcntional, docs takc placc. What rcally
happens is, the scgregation of stoncs from coal is very limited. We
handic millions of tonncs of coal and physically it is impossiblc to
scgregatc the stoncs from all the coal. Even when you buy pulscs;
grains, rice, ctc., you gct somc picces of stoncs. What rcally
happens is cnough carc is not taken whilc loading. The solution
lics only in washing thc coal. Othcrwisc if you cxpect that in the
mincs, I shall bc ablc to scgregatc stones physically, that is
impossiblc. If onc person starts scgregating the stoncs, not more
than two to three tonnes of stoncs can be scgregated by him from
morning till cvening. That mcans 1 shall nccd a few hundred
thousands cxtra pcoplc to do that. I am not commenting on the
Rcport because I have not rcad it, but I am trying to cxplain from
the technical angle that thesc stones arc a part of the coal
formation. Scgrcgating the stoncs is donc cither by hand, which is
costly and practically impossiblc, or it can bc donc by washing.
You arc awarc that wc havc been debating the idca of washing
coal for thc last ncarly fiftccn ycars becausc by washing. the
quality of coal can be improved and the forty per cent ash can be
brought down to thirty per ccnt. But then the cost of coal will go
up. Coking coal ‘wc arc washing becausc that is a technical
nccessity, but in boilers, cven high ash coal is being consumed. So
this slippagc is not duc to incompctence. In the same scam. if I am
working in district *A', it may givc onc gradc. but in district ‘B’ it
may givc anothcr grade.”

3.115 When qucricd further that since successive Committces had
confirmed thc phecnomena of over-reporting in BCCL and also found CIL's
failurc in checking this mcnace in BCCL. had the Ministry/CIL also
conducted similar cxcrciscs in respect of other subsidiarics of CIL as well
as SCCL to find out the cxtent of-over-reporting there and if so, with what
results, the Ministry stated that on 19.5.93, Government appointcd a
Committce to investigatc the rcasons of stock shortages in Eastcrn
Coalficlds Limited. On 7.10.94, anothcr Committcc was sct up. to
investigate the reasons for less despatches from Central Coalficlds Limited.
insptc of high pit hcad stocks. Rcports of both thc Committces werce
awaitcd. CMD, SCCL has informed that as pcr annual stock verification at
thc cnd of 1994-95, there had been. no casc of over rcporting in that
company.
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Coal Washeries

3.116 Raw coal contains substantial quantitics of ash which has to bc
mcchanically recmoved by washing in thc washcrics. Sccrctary, Coal
£laborating on this aspcct stated during the cvidence;

“Normally we try to achicve 17.5 plus and minus. But here
because our raw coal has fallen, we arc supplying on and around
19 or 20 per cent after washing becausc our washerics are able to
do that much only. Today, we arc having raw coal of 35 per cent.
After washing, we rcduce it to 20 per cent. That is how it is
done.”

3.117 According to a notc submittcd by thc Ministry therc are
15 operating coking coal washcrics i’ CIL. Subsidiary-wisc break-up along
with thecir opcrating capacity and capacity utilisation during thc ycar
1992-93 arc given beclow:—

Namc of Company No. of Coking Opcrating Capacity
Coal Washerics Capacity  Utilisation
(Mill.tonncs/ycar)

Bharat Coking Coal 9 12.55 59.6%

Ltd.

Central Coalficlds Ltd. h) 11.47 78.7%

Western Coalficlds Lid. 1 1.20 50.0%
Total 18 25.22 67.8

3.118 When asked as to why the percentage capacity utilisation in Bharat
Coking Coal Limitcd and Wcstcrn Coalficlds Ltd. was far Icss than that of
Central Coalficlds Limited the Ministry informed the Committce that the
main rcasons of low capacity utilisation of washcrics were as under:—

(i) Most of the washcrics were establishced in fiftics and sixties and
designed for washing better quality coals, the rescrves of which had
dcplcted over the years. The percentage of ash in coal had also
riscn from 17% to 19-20%. o

(ii) Duc to agc there were frcquent brecakdowns and thercby loss of
production in washcrics.

(iii) Frcquent Powecr failurcs.

3.119 In Western Coalficlds Limitcd, therc was only one washery at
Nandan for which adcquate quantity of raw coal was not availabic. Hence,
low capacity utilisation.
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3.120 In regard to the steps being taken to achicve 100% capacity
utilisation of these Washcrics. the Ministry of Coal stated that these inter-

alia included:—

(i) Incrcasing availability of raw coal of appropriatc quality for
Washcrics.

(ii) Modcrnisation/modification of the cxisting washeries.

(iiiy Commissioning of Captive Power Plants and isolation of coal feeder
for rccciving power dircct from DVC to maintain unintcrrupted

power supply to washcrics.

3.121 In order to improve the performance of washcrics a number of
Committces were also sct-up by Government of India.

3.122 The Committcc were further informed that in vicw of high ash in
the coal fced and Expert Committee (Altckar Committee) was sct up in
August, 1985 to study 10 old washcrics of CIL for suggesting mcasurcs to
bc taken to cnsurc supply of 17+£05% ash in washcd cokcd coal to stccl
plants. This Committcc cxamincd these washerics in detail and submitted
its rcport to thc Government in October, 1986. The togal investment
rcquircd to implement the rccmmendations of the Committce was
cstimatcd at Rs. 138.32 crores (1985-86 cstimates) bulk of which was for
the long term mcasures. The rccommendations of the Committce were
accepted by the Government and an Action Plan for implementation of the
recommendations was circulated to coal companics in July, 1987.

3.123 When cnquired about the implementation part of the Action Plan
thc Ministry stated that whilc the short tcrm mcasures had been
complcted, long term mcasures particularly installation of deshaling plants
were badly delayed partly duc to paucity of funds and partly duc to dclay
in commissioning of these deshaling plants by the turn key contractor..

3.124 Askcd as to sincc when the paucity of funds for modernisation was
being cxpericnced, it was statcd that constraint in availability of funds was
indicatcd by CIL right from initial stage of implementation. The problem
had howcver became acutc during the last 3-4 ycars.

3.125 About the dclay by the turn-kcy contractor, the Committce were
informed that the installation of threc deshaling plants at Dugda I & IT and
Sudamdih were awarded to M/s Mining and Allicd Machinery Corporation
(MAMC) on turnkcy basis. The delay in construction by MAMC was duc
to dclayed mobilization at sitc inspitc of timcly paymcnt of mobilisation
advancc by BCCL. Thc issuc has been taken up on scveral occasions with
M/s MAMC as well as the administrative Ministry (Hecavy Industrics).
Construction of deshaling plants had since started and was cxpected to be
complcted in carly 1996 (as per information submitted in May, 1995). The
progress of construction was being rcgularly monitored.
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3.126 Subscquently the Ministry while submitting updated information in
this regard stated in December, 1995 that the deshaling plants were now
expected to be completed by March, 1998 and MAMC had since revised
the cost of construction to almost double the original cost.

3.127 Despite having the requisite production capacity some amount of
low ash content coal is still being imported by India. When asked about
the reasons for the same, the Ministry informed the Committee that this
was necessitated by the fact that steel sector had to continue blending good
quality coking coal with Indian Coal principally for achieving the quality
parameters required by the steel sector.

3.128 Asked whether it was not possible to reduce high ash content of
Indian Coking Coal by the washeries with the use of modern technology to
do away with the imports, in reply the Ministry it was stated that Indian
coking coals by their inherent nature were difficult to wash due to higher
contenit of “near gravity material”. Further in respect of existing coking
coal washeries with gradual deterioration of quality of raw coal feed due to
increase in ash over the years, many of the existing washeries which were
constructed 20—25 years back were not able to reduce the ash content to
desired level of 171£0.5%.

3.129 Since the imports of low ash coalimplied outgo of precious foreign
exchange, the Committee desired to know the quantum of such coal
imported by India and its value. In response, the Ministry stated that
though it did not deal with import of coal, however, the details on the
basis of information furnished by Steel Authority of India Limited (SAIL),
Rashtriya Ispat Nigam Ltd. (RINL) and Tata Iron & Steel Company
(TISCO) were as follows:—

Company Quantity import Value

in 1994-95 (m.t.) (Rs. crores)
SAIL 5177 978.70 (CIF)
RINL 2.201 424.70 (CIF)
TISCO 0.820 185.00 (FOR)

3.130 When asked further about the demand of the low ash content coal
by the steel sector in the present year and how the same_ was going to be
met, the Commiittee ‘were informed that the estimated demand of low ash
coking coal for 1995-96 by the Steel Plants was as under:—

TISCO Indigenous 223 m.t.
Imported 0.90 m.t.

RINL Indigenous 1.20 m.t.
Imported 2.50 m.t.

SAIL Indigenous 10.80 m.t.
Imported 5.60 m.t.

3.131 During the course of one of their on the spot visits to BCCL
Headquarters a Study Group of the Committee was handed over a
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memorandum by the Rashtriya Collicry Mazdoor Sangh/Indian National
Min¢ Workers Federation. The memorandum inter-alia suggested that cven
if the cost of coal after double washing went up to round about Rs. 2000
per tonne. the steel plants should not have any objection to pay the same
because in that casc they will be assurcd of surc and quick supply of (low
ash contcnt) coal of better quality from indigenous sources.

3.132 Asked to offer its comments in this rcgard the Ministry informed
thc Committcc that based on the pilot scale trials, CFRI had suggested the
technology for washing low volatilc coking coal to 18% ash lcvel.
According to CFRI the cost,of washing had been worked out to be in the
rcgion of Rs. 1700-1800 tonnc. The washed coking coal cven at this ratc
would bc chcaper than the imported coal. Although, the ash content of the
washed coal would bc higher, thc mctallurgical paramcters were
comparablc, cven better.

Pilferage of Coal

3.133 On the aspect of pilferage of coal the Committec were informed
by thc Ministry that pilfcrage of coal from opcrating mines would be
difficult duc to almost round thc clock prescnce of cmployces in the mincs.
In any casc it may not bc possible to cstimate loss of coal duc to such
pilferage. Onc major source of pilfcrage of coal was through illcgal mining
in closcd and abandoncd mincs. Cascs of collcction of coal through
acquisition in small quantitics from thc cmployces in coal mines who sold
coal obtaincd through frec issuc of coal for domestic purposcs had also
been reported. However. the pilfered quantity of coal may form a very
small pcrecentage of total coal produccd and dcspatched by coal mincs.

3.134 When asked as to what steps were being taken by the Ministry to
stop this pilfcrage, it was statced that following stcps had bcen taken in
order to control and rcduce instances of pilfcrage of coal:—

(i) Round the clock vigil was maintaincd by Arca Sccurity Pcrsonncl in
arcas pronc to illcgal mining of coal and pilfcrage.

(ii) Intcr-arca surprisc checks were organiscd to kecp thc entirc sccurity
forcc vigilant against Pilfcragc and other illcgal activities.

(iii) District Authoritics were requested to hold joint mectings of police
and Sccurity personncl for conducting joint raids.

(iv) Exposcd coal in abandoned OC mincs was covered with debris and
openings in UG abuandoned mincs were scaled to reduce the scope
of illcgal mining.

(v) On dctection of pilferage of coal the culprits were nabbed, pilfered
coal recovered, FIRs were lodged and follow-up action taken so
that thc miscrcants werce punished.
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3.135 In regard to the number of cases of theft/pilferage alongwith the
amount involved, the following data was submitted by the Ministry:—

1991-92 1992-93 1993-94

Company No. of Amount No. of Amount No. of Amount
cases in cases in cases in

Rs. lakhs Rs. lakhs . Rs. lakhs

ECL 1684 61.84 2175 101.92 1461 98.87
BCCL 117 22.60 139 31.88 9 34.98
CCL 50 6.29 36 8.68 61 15.60
NCL — — - 1 0.52
WCL 79 2.93 34 3.04 16 1.21
SECL 27 0.87 178 0.30 209 0.05
MCL 18 n.a 15 n.a. 20 n.a.

2225 9453 2577 . 14582 1862  151.33°

3.136 When asked as to why the number of cases of theft/pilferage in
Eastern Coalfields Ltd. and BCCL was persistently higher and amounts
involved quite substantial, the Ministry of Coal in a note stated that the
cases of theft/pilferage in ECL and BCCL continue to be rather high in
number because of the nature of the Coal Industry and the socio-economic
conditions prevailing in the Eastern region. Stock of coal in mines was
usually spread over huge areas and at many places without boundary or
fencing arrangements. In the absence of such arrangements, persons from
adjoining habitations attempted to lift coal in lump or in gunny bags, etc.
The prevailing poverty conditions and the generally weak law and order
position of the area contributed to this evil.

3.137 In regard to the measures being taken/proposed to be taken to
contain cases of theft/pilferage in ECL and BCCL and as to why such
measures were not proving very effective, the Committee were informed
by Ministry of Coal that the pilferage was checked by security personnel of
the coal companics or CISF deployed on their rounds and necessary action
was taken. As and when cases were detected administrative and legal
action was also taken. It was further stated that law and order was a State-
subject. However, the following measures were taken/being taken to
prevent thefts/pilférages:—

1) Surpise checks in cooperation with local police.

) Collection of intelligence.

3) Round the clock patrolling.

() Covering of perimeter walls with barbed wire & fencing around

coal stock depots.
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&) Proper lighting  arrangement and improve'ment in
communication net-work by providing walkic-talkic scts and
long range radio sets.

(6) Installation of watch towers, providing sirems, etc.

) Surprise raids in coal arcas in cooperation with local police.

8) Arranging meetings with District Police/District Administration
to review crime/theft dand subsequent actions to prevent theft.

) Review mectings with Security Official and implementation of

their suggestions to prevent thefts/pilferages.
OBSERVATIONS/'RECOMMENDATIONS

3.138 The Committec note that coal is the principal resource of energy
available in the country. With the passage of time it is going to assume
added importance since not only are the oil reserves, the world over,
depleting at a fast pace no other energy source be it nuclear, hydel or non-
conventional show any promise of replacing coal as an energy source in
near future. Not for nothing has the demand for raw coal shown a more
than 250% increase in a short span of a decade and a half between 1976-77
and 1992-93 rising from 99.10 million tonnes to 258.10 tonnes in the said
time period.

3.139 The Working Gfoup on Energy Policy (1979) had rightly
emphasised the growing importance of coal as a viable energy source in the
years to come. The Group had also recommended, and justifiably so, the
need for revamping procedures for decision making on investment and
production.

3.140 In so far as investment in coal industry is_concerned once a project
is identified a feasibility repart is brought up and it is examined in a inter-
ministerial group. Thereafter, it is sent to the Public Investment Board for
detailed consideration. For the purpose of approval all proposals above
Rs. 50 crores arc sent to the Cabinet Committec on Economic Affairs
while those below this amount can be cleared by CIL itself.

3.141 The Committee further note that the technical formula for working
out demands of coal by various sectors is based on the calorific
requirements of a particular end product. However, at the macro level the
demand of coal in the country is worked out by the Planning Commission
taking into account the growth of consumer industries. Besides the
projected demand, the Committec have been told, the target of production
of coal is also decided by taking into consideration the production potential
of the coal fields, optimal mine-wise production mix and utilisation of
capacity of individual mines to maximise the return on investment.

3.142 The Committec obscrve that indigenous coal production can take
care of the demand of coal in the country with the present “Tevel of
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production and the coal inventory held by it. The level of such coal stock
at a given time are roughly around 3 months of coal production.
Notwithstanding all this some amount of import of coking coal by steel
sector is expected to continue for blending with Indian coal for achieving
" the quality parameters required by the steel sector.

3.143. The Committee further observe that the coal industry has in the
past catered to the cntirc requircment of the demand of coal in the
country. Furthermore it has also initiated measures in respect of
mobilisation of resources, improving of coal quality, improving the
efficiency of operations and realising of outstanding dues so as to increase
production in order to cater to future requirements. Sadly, however, the
demand imposed on it as a matter of rule do not materialise in full since
most of time these are grossly over-pitched. For instance while the demand
of coal in the year 1992-93 as assessed by the Planning Commission was
258.10 MT and 5.3 MT of middlings the actual off-take at 241.69 Mt
(including imported coal) and 2.47 MT respectively was far short of this
assessment.

3.144. The Committee feel that such inflated assessment of demand for
coal is not in the national interest. As coal is produced in accordance with
the demands made and is usually stored in open, lesser off take than
projected demand lead to storage losses. Secondly and more importantly
avoidable exploitation of this precious mincral, which in its wake also
causes environmental and other problems, is resorted to in order to meet
the demands which finally do not materialise.

3.145. The Committec therefore, recommend that henceforth the
demand assessment should be made carefully on a more scientific basis so
as not to burden the coal industry with over pitched figures as also to
avoid man-power and storage losses.

3.146. The Committee find that at the beginning of Eighth Plan stocks at
CIL pitheads were to the tune of 47.8 MT which had further risen to 49.7
MT with marginal Liquidation of 0.43 MT in 1993-94. In the mid-term
appraisal CIL proposes to liquidate 4 MT of stock in successive years. As
mentioned elsewhere the pithead stocks are roughly about 3 months
production of CIL.

3.147. In view of the Committee there is no logic to justify such a huge
inventory at pitheads of Coal Companies. While systematic and measured,
need base production concept is being followed world over the Indian Coal
industry is unnecessarily burdening itsclf with a massive inventory worth
several hundred crores. This is being done, and sadly so, despite being
fully aware that even the projected demands do not materialise after all.
The huge pithead stocks are further not justified becuase the igdustrial
relations in coal industry during the past so many years also do not warrant
any such pre-emptive measures.
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3.148. It is the firm opinion of the Committee that the pithead stocks in
such massive quantitics are not only prone to storage losses and pilferage
but also onc of the major source of manipulative practices like over
reporting, etc....

3.149. Furthermore since the user sectors are also expected to stock a
certain quantity of coal so that they do not run out of coal supplies, it is
also not incumbent upon the coal industry to maintain such high level of
pithcad stocks. The Committee, therefore, recommend that the level of
coal stocks at pitheads should be accurately assessed Company-wise, and
reportcd back to the Committee. The pithead stock inventory should be
reduced to two months of average annual production within a period of
two years.

3.150. The Committee have also noted that 103 projects/schemes have
been identified for additional coal production during the Eighth plan
period and beyond. About the time schedule of these projects the Ministry
have stated very confidently that ‘every approved scheme had a definite
time schedule. Though the Committee would like to share the cofidence
of the Ministry but going by the past performance of the Ministry as can
be seen from the previous Chapter, the Committee cannot but reiterate
their desire that the Ministry should, if it has to live upto the assurance
made to the Committee, drastically improve upon its planning,
implementing and monitoring machinery in order to achieve its objectives
in a systematic and time bound manner.

3.151. Productivity in the opinion of the Committee is the best and most
reliable indicator of the performance of be it an individual or an
organisation. The Committee note that as far as technologies are
concerned, in underground mining. Indian coal industsy is still continuing
with traditional methods,” however, in case of open-cast mining which
contributes for more than 70% of the total coal production, India is using
the same equipment configuration as are being used in advanced countires
like Australia, USA and Russia.

3.152. A comparative analysis of the productivity figures of Indian Coal
industry with those of other major coal producing countries however
presents a very dismal picture. While pro'ductivity (output per man shift) in
underground mines in USA and Australia is as high as 18.00 tonnes and
15.60 tonnes in case of the mdngenous industry, this is pathetically low at
0.55 tonnes and 0.71 tonnes in CIL and SCCL respectively.

3.153. Even in case of open-cast mines in which as per the admission of
the Ministry India is behind none in equipment configuration the
productivity is 4.00 tonnes and 4.30 tonnes for CIL and SCCL respectively.
These figures hardly stand any comparison when compared to the OMS of
40.20 tonnes in USA and 34.68 tonnes in Australia.

3.154. While the Committee agree with' the contention of the Minlstry
with regard to low productivity in underground mines due to low
mechanisation and non-viability, they do not think that this is the main
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reason for this malaise as underground mines contribute less than 30% of
the nations’s coal production. Still even if this leeway is granted to the
Ministry, there is no justification behind the abysmally low OMS in the
open-cast. mines which accounts for the bulk of coal production in the
country. More galling is the fact that this situation obtains despite most
advanced configuration equipment being used in the country. The Ministry
have cited the example of Piparwar open-cast mines where an OMS of
20.60 tonnes has been achieved.

3.155. Coming to the issue of excessive manpower which has been
offered as an alibi for low productivity by the Ministry, the Committee do
not considcr this as convincing since traditionally Indian industries have
been manpower intensive because of demographic and social
considerations. Furthermore, there are other manpower intensive
industrics like steel, railways and banking who have shown considcrable
improvement in productivity despite similar constraints.

3.156. A very serious matter on which the Committee would delve upon
is the accuracy and quality of information submitted by the Ministry to
them in connection with the subject under examination. Not only did the
Ministry delay submission of information almost on all occasions but even
when submitted figures two to three years old or even more older were
chosen to be categorised as ‘provisional’. More importantly, the figures
submitted to the Committee were at variance with the figures for the same
items as published in other publications of Ministry like its Annual
Reports, ctc. the two tables cited previously in this Chapter on Production,
Despatch and Stocks are concrete examples. Since Annual Reports are
also laid on. the Table of the Hosue, it is incomprehcensible as to where the
Ministry had crred i.c. while submitting matcrial to the Committee or in
the Annual Report. However, in ecither of the case the lapse is highly
deplorable.

3.157. The Committec have taken note of the fact that the sale prices in
coal industry are fixed on the basis of a formula prescribed by BICP for
revision of coal prices to take care of escalation in price of inputs used for
coal production. Thcy have further noted that Government have been
revising coal prices periodically on the basis of the escalation formula.

3.158. The Committee, however, do not agree with the contention of the
Government since the price increases as can be scen from the relevant
portion of this Chapter is not rational to say the lcast. For instance in
1993-94 in case of CIL whcn the average cost of production was Rs. 364.35
per tonne (including Rs. 19.93 as average over head cost) the average sales
realisation was Rs. 400.12 per tonne. Apparently the difference of about
Rs. 36.00 i.c. 10% of the production cost was the margin of CIL.
However, in 1994-95 while average production cost rose to Rs. 386.75 per
tonne (including Rs. 20.42 as average over head cost) the average sales
realisation was Rs. 409.80 per tonne thus the margin has been reduced t-.
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about Rs. 23 per tonnc i.c. 6% of thc production cost. Obviously not
only has thc incrcasc in avcrage overhcad cost been ignored while
working out incrcasc in prices but cven the margin has been reduced
from 10% to 6%. It is the surmisc of thc Committce that cither the
BICP formula is flawcd or thc Ministry has not implementcd it in right
carncst.

3.159. That, anothcr coal producing entity, the SCCL, has similarly
continucd to suffer huge losses in the process is a sad reflection on the
commcrcial scnsc of the Government.

3.160. Thc Committcc find that as on datc thc coal prices are
regulatcd by the Government. The logic cxtended by the Ministry in
this rcgard bcing ‘certain cconomic considcrations’ and that bccause of
‘the spccial character of the coal industry, there is a fccling amongst the
uscrs in other industrics that a littlc morc consideration should be given
to it". The problem from the Government's point of view is so vexed
that the Sccrctary of thc Ministry, who should have ordinarily spoken in
tunc with what would be benificial to the local industry, is led to admit
that hc is not in a position to give a straight answer. To furthcr worsen
the plight of coal industry and in thc own words of thc Government ‘it
has so happcned’ that the revision of coal prices, which as per the
Government's own policy arc to be revised once in a ycar, have not
been revised in the time thus making thc coal industry suffer a great
dcal in terms of rcalisation because arrcar bills cannot be raiscd against
the consumcr. Nothing could have been morc detrimental to the coal
industry than this abnormal dclay in the rcvision of coal priccs by the
Ministry.

3.161 Thc Committcc also notc that thc coal industry has while
plcading its cause for rcmoving controlled-price regime stated that since
cnd products of all uscrs other than the power scctor arc not rcgulated
by pricc control it should also bc put on thc same footing.

3.162. In the considercd opinion of the Committce in the prescnt cra
of libcralisation when market forces are deciding the fates of all sectors
of tradc and industry, kceping the coal industry in the shackles of price
rcgulation is not justificd. The free market cconomy bceing propagated
now-a-days also rcquircs rcmoving of such rcgulations which arc not in
commercial intcrest of the producer industry.

3.163. Thc Committcc have been informed that the issue of decontrol
of coal priccs is under considcration of the Ministry for quite some time
now. Thcy, thercforc, desirc that a decision in consonance with the
views of thc Committcc cxpressed in preceeding para be taken without
any further dclay. Thc Committcc would, howevcer, like to stress that
the deccontrol of priccs should also be accompanicd by improvement in
productivity of the local industry, drastic rcduction in overhcad costs
and an cffective stratcgy to reduce the vastly surplus man powcr, so
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that any cffect of the price incrcase duc to decontrol of prices are not
passed on to the small consumers particularly the low per capita income
segment who are the majority of the population in the country havimg
limited purchasing power. °

3.164. Manpower is onc of the most important factor on which hinge
the fortunes of any organisation. This factor gains further importance
when the organisation happenes to be an industry because there the
questions of commercial viability and productivity also comes into
consideration. The Committee note that as on 31st December, 1994 the
strength of employces of CIL stands at 6,46,326 while in SCCL it is
1,14,402 on the same date. The Committee have been informed that this
level of manpower has been a legacy of pre-nationalisation days.
However, and strangely enough, there is no information available with
the Ministry in regard to the workforce at the time of nationalisation of
BCCL, ECL, and CCL, though a total of 4,87,615 employees were on
the roll of these companics as on 1st April, 1975 (i.c. the date of
formation of CIL as the holding company) which is about two years*
after nationalisation was effected.

3.165. In the opinion of the Committee the Ministry’s contention
about ‘it inheriting a scven lakh force in the coal industry on
nationalisation is not based on facts. If the workforce was less than five
lakh on 1st April, 1975 it is incomprehensible that more than seven lakh
were on rolls of coal industry hardly two years back and that too in the
private sector, which as all know is certainly man-power frugal as
compared to the Government sector.

3.166. Apparently the Government has not been careful in having a
cogent management policy in this regard. The coal industry it seems has
been made a haven for employment seekers without any serious
thoughts being given to the harmful consequences of such recruitment
sprecs. When as per the own admission of the representative of the
Ministry even eighty year old persons are yet to retire the situation is
certainly grave. Curiously, and as expected, the age profiles of such
employees arc not available. The Committee really wonder at the
management skills of concerned authorities in this vital sector.

3.167. The question of 18 mines facing closure and possibility of 15000
employees being left in the lurch has also been gone into by the
Committee. Here again while a number of justifications have been
extended about the reasons leading to closure of these mines, the
Ministry strangely does not have a specific answer regarding the workers
rendered surplus in the process. Even the overall figures of surplus
employees as on 1st April, 1994 which were provided to the Committee
in coal industry in May, 1995 indicate only 45000 persons as surplus.
The Committee find it intriguing as to why the Ministry which has been
throughout harping on the problem of coal industry due to excessive
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manpower is not equipped with latest facts and figure on the subject
matter. They deplore the manner in which the things are being reported to
the Comnmittee.

3.168. The same clement of non-seriousness and unconcern on the part
of the Ministry is visible form the information submitted by the Ministry in
regard to the various measures being resorted to by the coal industry to
tackle the problem of surplus manpower. In May, 1995 the position
regarding re-deployment of manpower within the company from surplus to
shortage areas and re-training of surplus manpower to meet the
requirement of skilled manpower was ‘information is being collected’ and
to the chagrin of the Committee status quo was maintained by the Ministry
in this regard, when it was asked to submit updated information in this
regard 7 months later in December, 1995.

3.169. Out of 45 odd thousand surplus employees identified by the
Ministry, hardly 20 per cent have been curtailed by the way of re-
dcployment/voluntary retirement. This is a sorry state of affairs and not
bchoving of an organisation mandated statutorily to administer the coal
industry. They expect concrete action from the Ministry in this regard.

3.170. The Committee therefore desire that not only be a cogent,
scientific and reliable data-base be developed by the Ministry on
manpower & surplus employees by overcoming the oft repeated, so-called
problems of lack of records or they being manually operated, ctc. but a
time-bound crash action plan be also devised to take care of this problem
in a realistic and pragmatic manner so as to make the coal production an
economically viable proposition.

3.171. The Committee find that over-reporting of coal production is a.
deep rooted malaisc conclusively proved at least in the case of BCCL.
Even prior to Mishra Committee, there have been at least two other
enquiries, including one by a sub-group of the Consultative Committee of
the Ministry of Energy, in 1986 and 1990 respectively. Significantly, while
both these Committees made recommendations of far reaching import on
the subject matter, the Government sadly failed to take the cue and none
of their recommendations were seriously implemented. One single
recommendation of the Panigrahi Committee about meting out exemplary
punishment to employees violating laid down procedure, if implemented
sincerely, would have made the entire difference. The Ministry, however,
tricd to avoid its responsibility of being the overall supervisor of the coal
industry by time and again taking excuse bchind Panigrahi Committee and
Sinha Committee not being Government Committees. It has also tried to
crcate an impression, albeit erroneous, that it came into picture or was in a
position to act only after Mishra Committee looked into it. The Panigrahi
Committce Report came almost a decade back and the Sinha Committee
Report was submitted in 1990. Through its delibérate inaction in these
many years, the Ministry allowed not only the malaise of over-reporting to
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fester but by not taking any action against the delinquent officials, it sent a
signal of being a silent spectator to this sordid episode. Thus, millions of
tonnes of coal was produced but only on paper; officials at senior levels
managed to secure accolades and promotions though wholly undescrving;
and the juniors were content with cash incentives and other perks without
even straining a muscle. This happened right under the nose of the
Ministry, and the Committee can safely presume, with its full knowledge,
since the coal subsidiaries do have officials of the Ministry of Coal on their
Boards.

3.172. The murky goings-on in the coal industry; the total abdication of
responsibility by the Ministry towards its statutory commitments; and with
the bencfit of hindsight, the Committee also think that the coal stock over-
reporting can have a diametrically opposite dimension as well. It is quite
possible that the so-called inflated production is the real production aad
the shortages have occurred due to siphoning-off of massive quantitics of
coal.

3.173. The Committee therefore recommend to the Government thatthe
entire matter be handed over to the Central Bureau of Investigation for a
detailed investigation into all its ramifications and the guilty should be
meted out strictest possible punishment under the law of the land.

3.174. The Committee note that book stock of coal, coke, etc is adopted
for the purpose of accounts where the variances between ‘book stock’ and
‘measurcd stocks' are within +4 5%. Othcrwise ‘mecasured stocks' are
adopted for the said purpose. This latter course is being reported to
according to the Ministry ‘to reflect true and fair picture of the affairs of
the companies’ as also because of the short time in between when the
report of stock measure is available and the finalisation of accounts.

3.175. The Committee are not at all convinced by the logic extended by
the Ministry since till now it has been looking at the matter only through
the picture painted by fudging of accounts or through still more
questionable means. They are therefore, of the opinion that whatever may
be the problems, the system should be immediately changed on the lines
suggested by the Mishra' Committce so as to leave no scope for
manipulative practices.

3.176. The Committee observe that for all stock shortages beyond 5%
and in excess of 1000 tonnes, disciplinary action is initiated after
completion of physical stock verification. About the fate of cases of
shortages the Ministry has quite confidenjly stated that action had been
initiated in all such cases. However, the Ministry’s intention has perhaps
remained confined to only initiating cases with no further intention of
taking these cases to their logical conclusions. Two such cases which were
initiated on 1st April, 1990 have been illustrated earlier in this Chapter.
While in one case involving shortage of 63000 tonncs the conccrned
persons werc charge-sheeted on 9.11.1990, the inquiry was instituted
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almost two ycars late on 10.10.1992 by appointing a particular officer. as
Inquiring Authority. The inquiry lingered to till July '94 till the said
Inquiry Authority was posted out on promotion. Significantly, it was not
considered appropriate to hand over the said inquiry ¢o some other officer
under the pleas that the incumbent had completed a major part of the
inquiry. The result is anybody’s guess that ‘due to preoccupation the
Inquiry Authority has not been able to complete the inquiry’ and that ‘he
had been reminded once again to come to Dhanbad in September, 1995 to
conclude the inquiry’.

3.177. Thus more than five and a half years have gone by without the
guilty being brought any nearer to justice.

3.178. In the second case involving stock shortage of over 92,000 tonnes
the charge-shect framed against the concerned Agent was returned by the
concerned authority stating that ‘the shortage pertained to a period prior
to the charged officer taking over as Agent in October, 1989’. Nothing
could have been morc baffling than this explanation. The concerned
authorities however did still better, they took years together (Ministry's
version being ‘some time’) to finally issue a charge-sheet on 15.3.1993. The
snails pace continued on and an Inquiry Authority was appointed on
29.7.1994 i.e. more than 15 months later. However, as was expected the
Inquiry Officer superannuated on 31.10.1994. Another one was appointed
on 7.2.1995 and the inquiry was in final stages.

3.179. The Committee need not comment further on this laisez fairie
approach of the Government towards ensuring rule of law in the coal
industry.

3.180. The saga of this inaction on the part of the Government does not
end here. It agrees that the ‘action taken by BCCL on the basis of K.A.
Sinha Committee Report was tardy delayed or very little’. It also admits
that if the Sinha Committee Report was implemented sincerely things
would not have come to such pass. But simultaneously it also contends that
‘it had not tried to fix responsibility for non-implementation of the Sinha

Committee Report since its objective was not to witch-hunt but to improve
the system’.

3.181. In regard to the R.N. Mishra Committee the Committee observe
that it came into existance by an order dated 27th July, 1992 as a sequel to
a mecting of Board of Directors of BCCL held on 24.12.1991 where a
shortage of 36.40 lakh tonnes was reported.

3.182. The Committee also note that the Report of Mishra Committee
had found that not only was the management in the know of the goings on
pertaining to stock shortages or was playing a collusive role but it was
instigating over-reporting of production. To butteress its claim the Mishra
Committee had graphically explained the quantum of over-reporting during
the tenure of various CMDs of BCCL.
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3.183. The Committce further notc that two of the four,indicted CMDs
who were still in scrvice were served show causc notices on 20.5.1994 and
aftcr considering their rcplics Government decided to closc the cascs
against them. The remaining two CMDs who had retired beforc Mishra
Committce was sct up could not bc procceded against because there is no
provision in thc Conduct, Disciplinc and Appcal Rules, 1978 of CIL to
initiatc disciplinary procccdings against rctirc cmployccs. Furthermore, the
Govcrnment felt that initiative criminal procccdings against the rctired
CMDs only bccausc dcpartmental action was not possible, was not
reasonablc bccausc the samc would have been discriminatory between the
scrving and rctircd CMDs. Thus a dccision had been taken by the
Government on 9.3.1995 not to initiatc action against thc rctircd CMDs.

3.184. Thec contcntion of thc Ministry betrays a lot of incxplicable and
misplaccd concerns about the persons who were at the helm of affairs of
BCCL when over-reporting in production was rampant. The Committcc
therefore rccgmmend that the cascs of serving CMDs should be referred to
the Central Vigilance Commission and further action taken as per their
advicc.

3.185. The Committec arc indced surprised to know that the Conduct,
Disciplinc and Appcal Rules, 1978 of CIL do not contain any provisions
for initiative disciplinary proccedings against rctirced cmployces. This in
vicw of thc Commitcc is nothing but a’licence for persons on verge of
rctirement to indulge in irrcgularitics’malpractices being comfortable in
thc knowledge that the impending rctircment would mean frecdom from
all accountability.

3.186. The Committcc thercforc recommend that suitable provisions in
rcgard to cnsuring accountability of rctircd cmployces for irrcgularitics
committcd whilc in scrvice should immediately be incorporated in the said
Rules.

3.187. Coming to thc instant casc thc Committce fcel that the reply of
thc Government clearly indicates that there arc grounds for initiating
criminal proccedings against the rctired CMDs. Action in this dircction
howcver is not forthcoming bcecausc the Government ‘considers it
unrcasonablc as thc samc would discriminatory bctween the scrving and
thc rctired CMDs'.

3.188. Thc Committcc however do not agrcc with the justification
offcrcd by thc Ministry. The top cxccutives in various Government
organisations cnjoy trcmcndous power and in the fitness of things they
should bc madc to pay for their acts of omission and commission. The
Committcc, therefore, recommend that criminal pioccedings against the
said persons be initiated forthwith and carried to their logical and
cxpeditiously.
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3.189. Coming to thc pcrformance of the Ministry while implemcenting
the Report of Mishra Committce, the Committce note that the Report was
submittcd to thc Ministry on 24.12.1993 reccommending action against 230
txccutives. The Ministry after cxamining the recommendations forwarded
the Report to CIL on 22.4.1994 advising initiation of action against
conccrned cxccutives. During the ncext ycar and a quarter no substantial
progress has,” howcver, been achicved becausc ‘therc was no proper
incharge of vigilance for about a ycar’. Morc importantly because *same
rccords arc uscd in diffcrent cascs’. Duc to thesc rcasons out of 56 cascs in
CIL only 32 have been charge-sheeted. Similarly out of 45 other officers
who had bcen rccommendced by the Mishra Committee for being debarred
from holding ficld posting/scnsitive posts for fivc ycars, 2 havc bcen
removed from scrvice and 13 have been transferred. Out of the remaining
30, six have alrcady rctircd. In cdsc of 12 others decision is yct to be taken
about thcir furthcr dcployment. The remaining 12 have not been shifted
considcring thc rcquircment and also the difficulty in getting substitutcs in
their places.

3.190. As in casc of past Committcc thc Ministry's response to the
Report of Mishra Committec is downright dismal. The abscnce of a proper
incharge of vigilance has been floated as a rcason for delayed response to
the rccommendations of the Mishra Committee as if the vigilance
machinery was paralysed without this one man machinc.

3.191. Thce Committcc dcplorc thc Ministry's rcsponsc timc in
withdrawing guilty persons from scnsitive/ficld postings. For 30% of them
decisipn about further deployment is yct to be taken though 15 months
have passcd in between. For another 30% the Government lands itsclf in a
piquant situation becausc it is finding it difficult to get substitutes in their
placc. Thc Commiticc arc at a loss to undcrstand as to what morc is
required to spur thc Government into action.

3,192. The admission of difficulty in getting substitutes in placc of guilty
officers though a fact and an indicator of Ministry’s incpt tackling of the
situation, is in any casc dcplorable.

3.193. From th¢ Mishra Committec Report, the Committce obscrve that
large quantitics of stones arc being mixed in Cbal to make up for shortage
in production. This practicc howcver causcs scrious damages to the
machincry in thermal power plants and other industrics. The Ministry
however contends that during mining process somc admixturc which is
unintentional docs takc placc. An analogy has bcen drawn with the
presencc of stoncs in pulscs, grains, ricc, ctc., being procured for
houscholds. Howcver, according to the Ministry physical removal of stoncs
is possible if a few hundred thousand cxtra pcople arc deploycd for the
purposc.

3.194 The Committec do not agree with the alibi or analogy offcred by
the Ministry rcgarding the presence of large quantity of stonc in coal
despatehes. Coal is u commerciai product for which thc Ministry is duly
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paid moncy by thc consumcer scctors, hence notwithstanding the admixture
during mining process it is thc bounden duty of thc Ministry to cnsurc that
thc cnd product is of thc rcquisite quality.

3.195 On the problem of cxtra man-powcr in coal industry, while
throughout thc Ministry has been harping on this aspect here it has made a
request for not hundreds but a few hundred thousand persons for removing
stoncs from coal stocks. It is indccd ironic that whilc in onc brcath the
cxcess manpowcr is taken as pretext for low productivity, tack of the same
is cited in thc ncxt breath as rcason for the Ministry’s failurc to cnsure
removal of stoncs from coal stocks.

3.196 Thc Committcc, thercfore, recommend that immecdiatc stcps
should bc takcn by the Ministry to ensurc that surplus manpowcr instcad
of being kept idlc is gainfully cntrusted with the task of removal of stoncs
from coal stocks.

3.197 The Committec also notc with concern that further instances of
over-rcporting in BCCL arc piling-up. Furthcrmorc Committccs have been
appointed to inquirc into coal stock shortages in ECL and CCL. »

3.198 Thc Committcc dcesire that similar Committees be appointed in
cach of the coal company with instructions to submit their rcports within a
stipulated timeframe.

3.199 Thc Committec further desire that all such reports be furnished to
thcm alongwith other action takcn notcs of thc Govcrnment on the
rccommendations containcd in this Rcport of thc Committcc.

3.200 The Committce find that raw coal contains substantial quantitics
of ash which is removed mcchanically by washing in thc washcrics. They
further notc that whilc cfforts arc made to restrict ash- content to a 17% +
0.5% lcvel the actual restriction is upto 19%-20% only. This is duc to the
fact that most of thc washcrics were cstablished in fiftics and sixtics and
thercforc designed for washing better quality " coals. Besides frequent
brcakdowns in thc washcrics coupled with powcr brcakdowns also
contributcd towards this problcm.

3.201 Thcy also notc that various Committces at diffcrent times have
given invaluable rccommendations to improve the performance of the
cxisting washcrics but to no avail. Thc ministry has, as claborated in casc
of other mcasurcs for systcmic improvemcnt, not scriously carcd to
implement the mcasures recommended. R

~,

3.202 In onc spccific instancc an Expert Committee sct-up more than a
decade back in 1985 reccommended scveral far rcaching mcasures to cnsure
supply of washcd coal with an ash content of 17% % 0.5% to stecl plants in ~
its Report submitted in October. 1986. The rccommendations of this
Group werc accepted by the Government and an Action Plan for their
implcmentation was circulated to coal companics in July, 1987.



60

3.203 After almost- tcn ycars, thc Committce observe from the
implemcntation of rccommendations by the Ministry that while short term
mcasurcs have been more or less cxccutive the long term measurcs,
prcsymably bccausc the Ministry took the terminology literally, have been
badly dclaycd. In a spccific casc the proposcd deshaling plants at Dugda I
& II and Sudamdhi were getting dclaycd becausc MAMC, the contractor
was playing truant inspitc of advancc payment by BCCL. Countlcss
interventions of Ministry of Coal with M/s MAMC and thc administrative
Ministry had yiclded no results. As per the information submitted by the
Ministry in May, 1995 thc construction of thcsc dcshaling plants was
cxpected to be completed by carly 1996. However, when asked about the
progress in December; 1995 it has stated that not only had the cost of the
project been doubled by the contractor, the complction schedule has been
staggered to 1998.

3.204 Thc Committce consider the dismal pcrformancc of the Ministry
in the dircction of improving thc working of washcrics as continuation of
its pathctic performance in other ficlds. However, they would cmphasise
that in view of thc pressing nced for ushering improvements in the
washcrics the long term mcasures brook no further delay. These should be
implemented by the end of this Five Ycar Plan.

3.205 It has also comc to thc noticc of thc Committcc that despite
having rcquisitc production capacity somc¢ amount of low. ash coal is
imported by the stecl sector. During the ycar 1994-95 the nct forcign outgo
on these imports in respect of some of the consumers was of the order of
Rs. 1600 corcs (approx.). The Committee, however, do not have the cntire
picturc beforc them becausc coal being an OGL item, the Ministry does
not havc thc figurcs of cxact quantity of coal importcd availablc with
thcm.

3.206 The Ministry although agrccablc that thc ash content could be
rcduced in locally produced coal has always put forward thce high cost
cscalation, duc to the washing cntailcd in the process, as a justification for
the imports.

3.207 The Committce. however, obscrve that the cost of washing is in
thc rcgion of Rs. 1700-1800 per tonnc for the locally produced coal. Still
the local coal is not only a chcaper and casily availablc alternative to the -
importcd coal but is also in no way inferior to it.

3.208 Thc¢ Committcc wonder why the Ministry is not cnhancmg
capacity of washerics so as to provide the stecl scctor with coal of requisite
standards to plug thc outgo of precious forcign cxchange on imports. They
also dcesire that urgent mcasurcs be taken in this dircction and they be
apprised of the results achicved in import substitution.

3.209 The Committee note that pilferage of coal is a scrious problem
besctting the coal industry, more so in the Eastern region duc to location
specific rcasons. The Ministry has tried to underplay the magnitude of the
problem but the fact remains that during the period 1991—94, coal worth
about Rs. 4.0 crores was pilfcrred from the collicrics. Besides the worth of
coal pilferred has progressively gonc up during the above mentioncd
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period. Thus while in 1991-92 it was of the order of Rs. 94.53 lakhs, in
1992-93 it rosc upto Rs. 145.82 lakhs and in 1993-94 further rose to
‘Rs. 151.33 lakhs. )

3.210 Thc Committee don’t find this to be a satisfactory statc of affairs.
They also fecl that the mcasures cnumerated by the Government to curb
pilfcragc arc not that cffective. They, thercforc, desire that the sccurity
and preventive mcasurcs put in place in this rcgard be given a thorough
rcview to cnsurc that this obnoxious practicc is put to an cnd.



CHAPTER IV
DISTRIBUTION OF COAL

Classification of Coul

For commercial purposcs coal is broddly classificd as Coking Coal and
Non-Coking Coal. Coking Coal had all along been a controlled commodity
undcr Collicry Control Ordcr and distribution of the samc was controlled
by the Office of Coal Controller, Government of India. Distribution of
Non-coking coal which was dccontrolled in 1967 had again been brought
yader the Collicry Control Order w.c.f. 1.7.92 by Ministry of Coal. Undcr
the provisions of amended Collicry Control Order all Non-coking coal
(cxcept from LSS sources) could be allotted only to actual uscrs against
linkage and/or sponsorship. About the rcasons for bringing Non-coking
coal under the Collicry Control Order, the Ministry stated that complaints
of diversion/resale of coal obtaincd by the allottces were being reccived
from time to timc. It was thercfore felt that provisions should also cxist for
taking pcnal actions against thosc found guilty of sclling coal for
profitccring after having obtaincd it on priority as actual uscrs.

4.2 Elaborating furthcr on thc subjcct during the cvidence held on
13th Junc, 1995, onc of the representatives of the Ministry stated:—

“I may bc rccorded that distribution of Non coking coal was
dccontrolled in 1967 and before that time. it was Coal controller who
was to dccide the priority on which cven the Non-Coking coal was to
move to the consumer. Thercafter, the railways brought in
preferential traffic Schedule to decide the preference given to various
consumcers for movement of wagons. They decide that, for cxample,
the coal mcant for Defence or for Railways or for Power will move
on priority so that inter-sc-priority was decided by railways. The nct
rcsult was that thc cntirc distribution of Non-Coking coal by rail
camc within thc purvicw of the Railways instcad of the Coal
Controller. Again, there were a number of complaints made to hon.
Minister for Coal that lot of coal which is being allocated to actual
uscrs was being sold by them and they profited by that and becausc
there was no provision to control the diversion in Collicry Control
Ordcr, the Government was prevented from taking any action. The
distribution control undcr Collicry Control Ordcr on Non-Coking
coal was rec-introduced.”

4.3 Asked further as to whether therc was any proposal to decontrol the
distribution of Non-Coking coal particularly kccping in view of thc ncw
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Industrial Policy of thc Government, the Ministry stated that the proposal
was undcr cxamination.

4.4 Thc markct scgment for coal is broadly classificd into:—

(a) Corc scctor consisting of Power, Stccl, Dcfence, fertilisers,
Cement, Loco and Coal for cxport.

(b) Non-corc scctor consisting of othcr Coal Consumcrs covering wide
cross-scction of industrics and domestic scctor.

4.5 Dcliving upon thc Distribution Policy, thc representative of the
Ministry informed the Committec during cvidence held on 2nd Dccember,

1994:—

“Thc distribution to corc scctors like powcer, ccment and stcel arc
fixed in the linkage committees in advance. All the proposals come
through thc represcntatives of Ministrics and sponsoring authoritics.
Two of the linkage committces, namcly power and cement, arc
presided over by the Additional Sccrctary of the Ministry of Coal and
have rcpresentatives of various Ministrics and various other
organisations. They participatc in thc discussions and fix up the
linkages. '

As rcgards the powcr scctor the main cxercisc is done by the Central
Elcctricity Authority power station-wisc which are gencrally divided
into two groups thosc power stations which arc in opcration alrcady
and thgsc powcr stations which will comc into opcration during a
particular pcriod of time. So, all thesc demands arc aggregated. All
thc coal mincs arc linked up and movement of coal is linked to the
railways whosc rcpresentatives arc  present in  these  linkage
committces. They arc extensively consulted.

As rcgards the stccl scctor, there is a linkage committce which is
presided over by the Scerctary of Ministry of Steel. Similar exercisc is
donc to asccrtain thc total dcmand and long tcrm linkages arc

cstablished.

Then there are other industrics which arc called non-corc industrics.
Now, for these non-corc industrics there is a linkage committec which
is in Coal India Limitcd itsclf wherc again a similar cxercisc is gone
through to determine the demand and supply position industry-wisc.
Now, thc total aggrcgation of all thesc indicates that there will be a

potential demand.”

4.6 According to Government, thc major consumption of coal was in the
Core Scctor which accounted for more than 80% of total offtake
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and balancc was in thc Non-corc sector consisting of multitude of units
running to thousands in numbers scattered all over the country.

Core Sector

4.7 In regard to the distribution to this vital scgment Ministry stated that
the distribution of coal to Corc Scctor consumers in Power and Cemcnt
Scctors was made bascd on the quartcrly linkages issucd by Standing
Linkage Committcc (SLC) which functioncd under the acgis of Ministry of
Coal and included represcntatives from Ministry of Railways, Ministry of
Power, Ministry of Industry and the coal companies. Distribution of coking
coal to Stcel Plants was madc based on monthly programmec issucd by Coal
Controllcr. Coal was supplicd to Railways for Loco consumption on the
basis of monthly programme rclcascd by CMA, Railway Board, Dhanbad
in consultation with CIL and Supplying Subsidiary Companics.

4.8 Coal to Fertilizer Scctor was supplicd based on sponsorship given by,
DGTC. In case of coal supplics to Defence, the same was made against
thc monthly programme drawn up by Defence Coal Cell in consultation
with CIL and Subsidiary Companics.

Non-Core Sector

4.9 In casc of Non-Corc Sector consumers, the Ministry informed the
Committec that the system of distribution differed for Coal India Ltd. and
for Singarcni Collicrics Company Ltd.

Distribution Policy in CIL

4.10 All consumers in Non-Corc Sector intcnding to draw coal supplics
from CIL sources, were required to obtain a linkage from CIL.in respect
of grade, size and sourcc. Consumers were requircd to submit their
applications for linkage alongwith tcchnical data on the burning
cquipments to CIL Linkage Cell cither directly or through Regional Sales
Officcs. Bascd on the scrutiny of the tcchnical data, linkage was issued
kceping in view the availability of coal. The proximity of the sources/
coalficld & routc rationalisation schcmc of Railways were kept in view
while granting linkage to any consumer. Linkage issucd remaincd valid for
a pcriod of 2 ycars by which time consumers were expected to start
drawing supplics.

4.11 In case of Non-Core Scctor consumers, offers/indents were made
on day to day basis by the Subsidiary Companies under broad classification
like. “Industry-Stcam”. “Industry-Slack”, “BRK", etc. while picking up
allotment. Railways considered the consumers as per their own system of
programme seniority.

Liberalised Sale Scheme

4.12 As per amended Colliery Control Order, certain collieries had been
placed undc the Liberaliscd Sale Scheme under which any customer can
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purchasc coal against dcposition of coal valuc in advance without any
linkage/sponsorship.

Distribution Policy of Coal in SCCL for Non-Core Sector

4.13 Whilc Coal allotment to the corc-scctor consisting of Powcr
Houscs, Cement Plants, Railways ctc. took place as per the dccisions of
the Standing Linkagc Committces. SCCL followed a unique system of
allotment of coal to industrial units in thc non-corc scctor. Coal allotment
to thesc industrics was donc on the basis of the technical
rccommendations made and norms fixed by thc Technical Advisory
Committce appointed by thc Government of Andhra Pradcsh in 1983.
This Committce worked out the dctails of coal requircment for cach
category of industry-gradcwisc-for onc tonncs of finished product. The
rccommendations were finaliscd after detailed discussions with cach group
of industrics and analysis of cxisting data. The figurc thus arrived at for
an industry undcr idcal conditions of best cquipment, full power
availability and good markect for thc product was called thc Maximum
Pcrmissiblc Quantity (MPQ). .

Computerisation

4.14 It was further statcd that with thc installation of computers in the
Marketing Dcpartment all data rclating to the 2,400 industrial consumecrs
had bcen fed into thc computcr. SCCL was now ablc to analysc the
details of quantitics and grades of coal drawn by diffcrent industrics.
District-wisc, catcgory-wisc and unit-wisc brcakup which was carlicr
availablc in diffcrent rcgisters was now rcadily obtainable from the
computer. The sale notes issucd for individual units were also being
generated from the computer after fecding in the necessary data. Sales
notes wcre issucd on first comc first served basis thus cnsuring that there
was no qucuc jumping. Computcriscd statcment indicating thc number of
salc notcs issucd and number of rcquests for issuc of salc notes pending
at the cnd of cach day was displayed on thc Noticc Board. Namecs of
consumers who had not becen given salc notcs with rcasons were
displaycd through computcriscd statcment. The partics were also advised
scparatcly as to why thcy had not been issucd salc notes. Computerised
salc notcs were being issucd within 24 hours of reccipt of rcquests from

the customcrs.

4.15 On par with thc opcn book systcm that was being followed in the
Markcting Dcpartment the connccted activitics in thc mining arcas from
where coal was issucd to customers had also been computerised. A
weekly computcrised statement in which the name of the consumer, the
number of lorrics he was entitled for and the date of issuc of coal along
with thc namc of thc Minc was prepared. Thesc details were displaycd on
the Notice Board in the Mining arcas wherc consumecrs submitted their
salc notc for drawal of coal to cnsurc that no qucuc jumping took placc.
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The mining areas strictly followed a serial order. They were not authorised
to change the grade of coal indicated in the Sale Note prepared by the
Marketing Department.

4.16 It may thus be seen that the method adopted in fixing up MPQ for
a unit and in subsequent allotment and issue of coal to the Unit was
scientific, logical and open. Computerisation of the entire procedure of
issue of sales notes had been welcomed by the customers.

4.17 The Committee were informed that a similar distribution policy as
was being operated by SCCL, had been recommended to CIL also and it
was now in the process of computerising its marketing operations. When
asked as to at what stage the project presently was, the representatives of
the Ministry stated:—

“As [ said, the task became very gigantic and, therefore, the coal
companies have now undertaken a project for computerisation of the
entire coal distribution system. Part of the work has been done. The
entirc work has been entrusted to M/s. CMC Ltd. who are a public
sector undertaking. Under that, it has now been agreed with the
railways that as and when this computerisation is completed, the
entire system of priorities which the computer will decide will come
into vogue. Thereafter the coal companies will have a better control
in the movement of coal also. But as of now, the entire system of
movement of coal by rail, is within the purview of railways.”

4.18 In a written submission it was further clarified that road despatches
from ECL had already been computerised.

4.19 About the difficulties experienced by the Coal Companies in the
proper distribution of coal, the Committee were informed that in the
emerging globalisation of economy and reduction of import duty on coal
and the measures taken for economic liberalisation, CIL felt that the
removal of statutory controls on pricing and distribution of coal would
provide it with the required flexibility in its commercial operations. It also
felt that it should have a greater say in allotment of wagons by the
Railways that the modifications: had been proposed in the Railway
Preferential Traffic Schedule issued under the Railways Act by it.

Diversion/Resale of Coal

4.20 In this connection, the Committee were informed that complaints of
diversion/resale of coal obtained by allottees were being received from
time to time. Generally the sponsoring authorities and the coal companies
enquired into such complaints and concerned parties (if found guilty of
diverting/reselling coal), were debarred from receiving coal for a certain
period. Since the number of complaints was on the increase, some penal
action against those found guilty of selling coal for profiteering, after
having obtained it on priority as actual users, was considered in Parliament
and as per the assurance given by the MOS for Coal, the provision of



67

Colliery Control Order, 1945 were amended w.e.f. 1.7.1992. According to
this amendment, while there was no change in the procedure for obtaining
coal by the actual users, it was obligatory on their part to seck prior users,
it was obligatory on their part to seek prior permission of the Coal
Controller for diverting or reselling it.

Coal was generally supplied to actual users against linkages/sponsorship
or both.

Distribution Network

4.21 It was also stated that in order to further improve the availability of
coal, CIL had launched Liberalised Sale Scheme. Under this scheme coal
was being made available without any sponsorship/linkage from specified
collieries on first come first served basis. Preference was, however, given
to the actual users.

4.22 CIL had also launched a scheme for developing whole Sale Trade in
‘Coal. Under this scheme, the subsidiary companies of CIL appointed
Whole Sale Traders on the basis of applications invited through open
advertisements. Each dealer was to lift atleast 3000 tonnes of coal per
month by road under this scheme.

4.23 Apart from this, CIL had launched a scheme for appointment of
Mini Traders. This intending traders were to get themselves registered with -
Coal Companies by depositing a nominal amount of Rs. 50004
(refundable) as registration fees. They would be thercafter supplied coal
upto 100 tonnes per month subject to availability after meeting the orders
booked by the.actual users from the collieries placed under Liberalised

Salcs Scheme.
Mode of Transportation of Coal

4.24 Details of mode-wise transport of coal by rajl, road and other
mcans (Excluding coal used for collicry consumption) for the years
1989-90, 1990-91 and 1991-92 were furnished to the Committee in the form
of the following Table:

(Data Provisional)

Qiy (MT)
1989-90 % 1990-91 % 1991-92 %
Rail* 136.41 61.44 140.59 60.09 151.39 60.53
Road 40.28 18.14 45.58 19.48 48.48 19.38
Belt 7.48 3 7.38 7.35 2.94 2.94
MGR/Own Wagons 30.74 13.85 32,94 14.08 37.61 15.04
Ropeway 7.11 3.20 7.48 3.20 5.28 2.11

®Includes both external and internal movement.

4.25 It was further stated by the Ministry that Coal being a bulk
commodity, Rail had always been its primary mode of transportation and
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at present about 60% coal despatches were through rail. Apart from rail
despatches coal was also despatched by road (19.38%), rope (2.11%), belt
(2.94%) and MGR/Own Wagon (15.04%) depending upon the
geographical proximity of the consumers to the coalficlds. It was however
clarified that excepting rail, other modes of transport were generally used
only for comparatively short distance movement by consumers situated in
and around coalficlds.

4.26 On being asked to specify as to which of the modes was cheaper,
the Ministry stated that for short distances, road transport could sometimes
be cheaper than rail due to Railways rule of charging on the basis of
minimum chargeable distance.

4.27 A comparative analysis of transportation charges by rail and road is
given below:

Transport charges Wagon Load Approx. transport

Distance by Rail charges by Road
(in Kms) (Rs./Tonne) (Rs/Tonnse)

Train load

10 67.10 69.10 35.00
50 . 67.10 69.10 85.00
100 67.10 69.10 150.00

. 200 109.10 112,90 225.00
1000 469.10 486.50 800.00

Supply to Power Sector

4.28 The power sector accounts for the major portion of coal produced
in the country. When the Ministry was asked as to how it was ensured that
adcquate quality of coal of desired quality is supplied to the various
thecrmal power stations in the country, the Committee were informed that
Coal Companies were aware of their responsibility to supply good quality
coal in required quantities to Power Houses. All possible steps were being
taken by them towards this end. For supply of coal to power houses, the
coal companics followed the linkages decided by the Standing Linkage
Committee (SLC). The SLC decided the quantity of coal as well as sources
of supply (which to some extent determined the quality) on quarterly basis.
In the quarterly meeting of SLC power sector was represented by Ministry
of Power as well as CEA. By and large the coal companies were
maintaining coal supplics to power houses as per SLC's Linkage and
hence, there was no major deviation either in quantity or in the source of
supply from the linkage agreed in the SLC. It was further stated that Coal
supply to Power Houses was closcly monitored on regular basis and
corrective action taken whenever necessary to improve despatches.

4.29 Elaborating further the witness stated during the evidence:

“The Coal Ministry, the Railways and the Coal Companies monitor
the progress on day-to-day basis and get a daily report with regard to
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the despatches effected by the Railways and we come to know about
the stock positions in different power stations and all corrective
actions arc taken in case there is any need to rush supplics to any
particular power station..There is no situation where the power

station is stocked out.”

4.30 A scrutiny of the statements regarding the quantity demanded and
actually supplicd to various thcrmal plants furnished by the Ministry
revealed that the actual supply figures were not in consonance with the
demands/linkages approved by SLC. In fact in several cases there was not
even the remotest link between projected/approved demand and the actual
supply. Some of the noteworthy cases, year wise, are enumerated below:

(In °000 Tonnes)
State Power House Linkage Despatch/ % Satisfaction
Demand

1988-89

Gujarat Gandhi Nagar 975 374 38
TN Mettur 1680 k72 19
UP Tanda 330 3 9
UP Unchahar 185 06 3
1989-90

Maha. Khapparkheda 825 285 35
Maha. Trombay 290 33 1
up Tanda 660 67 10
WB Durgapur (DP) 960 354 K1}
1990-91

AP Nellore 173 48 28
Maha. Khapparkheda 1198 395 33
Maha. Trombay 540 162 0
uUpP RPH Kanpur 8s 30 35
1991-92

Maha. Trombay 2037 192 9
up Harduaganj (A) 65 30 46
up National Capital 208 27 13
AP Ramagundam B 304 941 310
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State Power House Linkage Despatch/ % Satisfaction
Demand

1992-93

AP Ramagundam B 2715 990 360

Maha. Trombay 670 319 48

WB Durgapur (DVC) 1227 455 37

WB Kahalgaon 222 9 4

Outstanding Sales Dues
4.31 About the extent of non-payment of Sales dues the representative
of the Ministry informed the Committee during the course of oral evidence
on 13th June, 1995:
“We feel happy that this issue has come to focus and that relates to
the sale dues of coal to be received from various power utilities. I
would like to submit to this august Committee that non-payment of
coal dues by various power utilities has created serious problems to
the coal industry as a whole.
Coal sales dues, according to Coal India, are close to Rs. 4000 crore.
As of now I do not have the accounts because the position changes
cveryday. I am just submitting a broad order of the dues. This
problem has been under discussion in the Government of India for a
very long time. There was a time when these dues were being
recovered out of the advances.”
4.32 Subsequently the following figures of outstanding dues were
submitted by the Ministry of Coal:

(Rs/crores)
As on

Consumer in Power Sector 31.3.93 31.3.94 31.3.95
1 2 3 4
BSEB 20.55 40.66 41.53
UPSEB 288.00 276.45 3N.84
OSEB 13.34 27.16 16.76
PSEB 155.32 288.17 216.17
TNEB 91.63 148.24 156.63
HSEB 120.00 150.89 149.19
RSEB 23.56 56.88 42.04
MSEB 325.43 419.00 421.74
MPEB 58.13 48.73 ”nn
GEB 155.96 151.00 120.49
WBSEB 132.65 175.00 262.50
WBPDC 149.94 21.00 356.08
APEB 8.80 4.23 18.36
KPC 8.23 5.55 546

DPL . 80.33 100.41 141.03
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1 2 3 4
DVC 258.22 287.88 240.96
DESU 53.26 64.44 62.07
BTPS 234.90 385.63 438.64
NTPC 176.22 175.01 2.9
CESC 4.68 0.83 3.96
ACC 29.78 .17 18.84
Others 10.64 1.7 9.16
Total (Power) 2400.23 3055.91 3392.68

In rcgard to other customers in core/non-core scctors the out standing

arc indicated below:
(Rs. in crores)

Consumers in other sectors 31.3.93 As on 31.3.94 31.3.95
Railway 70.38 69.82 68.42
Steel 392.68 443.41 441.8]
Other Government organisations 95.94 159.97 205.06
Others 81.02 108.80 112.01
Export 0.73 N.A. N.A.
Total 640.75 ™ 827.3
Grand Total 3040.98 3837.91 4219.9

4.33 About the mecasurcs initiated to cxpeditc rccovery of the
outstanding ducs the Ministry informed the Committec that CIL had been
suffcring a scrious resource crunch duc to non-payment of coal sale ducs
by thc power sector jeopardising and projcct implemcentation.

4.34 A dccision was therefore taken to introduce w.e.f. October, 1991 a
“Cash and Carry Systcm” for supply of coal to power sector. Cash and
Carry Systcm worked satisfactorily at the initial stages. This systcm could
not be cnforced rigorously because generation of power is considered a key
input for cconomic growth and consequently, supplies of coal continucd
cven to the dcfaulting power utilitics.

4.35 The issue of accumulatcd dues was considercd by the Committec of
Secrctaries (COS) in a meeting held in March, 1994 in which the following
decisions were taken:

“The currcnt ducs would be met in full from the month of March,
1994 onwards for which purpose SEBs shall opcn an irrcvocable LC
in favour of their supplicrs (NTPC and CIL) to the tune of 105% of
their past average monthly billing.

As rcgards the arrcars, the undisputed amounts should be clearcd

by thc payment cqual to onc month’s billing by cach SEB to NTPC/
Coal Companics for thc month of March, 1994 and thercafter the
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remaining amount of dues may be cleared at the rate of 25% of the
monthly average billing of each month.”

4.30 Subs¢quently, the progress of implementation of the decision taken
in the COS meeting held on 17.3.94 regarding opening of Irrevocable
Letters of Credits (IRLCs) by SEBs in favour of Coal Companies was

reviewed in the Ministry.

4.37 In view of the difficultics expressed by some SEB’s in opening
IRLCs, it was decided that advance payments will be absolutely necessary
if coal supplies had to be continued. Accordingly, CIL had advised all the
SEBs/Power Utilities to implement the decision taken in the COS meeting
of 17.3.94 by opening IRLCs equivalent to 105% of past average monthly
billing by 27.5.95 or to make advance payments for supply of coal from
1.6.95.

4.38 According to the Ministry, the above decision was now being
enforced by the Coal Companics and most of the power utilitics had cither
opened LC's or were making advance payments for supply of coal.

4.39 Asked as to what benefit Rad accrued due to implementation of this
Scheme, the Ministry stated that as a result of this, there had not been any
appreciable increase in the outstanding dues from the power sector during
the current year. The total outstanding dues from power sector as on
1.7.95 were Rs. 3010.30 crores as against the total dues of Rs. 3123.38
crores as on 1.4.95.

OBSERVATIONS/RECOMMENDATIONS

4.40 The Committee note that for commercial purposes coal is broadly
classified as Coking Coal and Non-Coking Coal. While the former has
throughout been a controlled commodity under colliery Control Order the
latter was decontrolled in 1967 only to be brought back under the Colliery
Control Order w.e.f. 1st July, 1992. The reasons necessitating this being
the complaints of diversion/resale of Non-Coking Coal by allottees and the
need being felt by Government for taking penal actions against those
found guilty of selling coal for profiteering after having obtained it on
priority as actual users.

4.41 The Committee have been informed that in view of amongst various
factors, the new industrial Policy, the Government was examining a
" proposal for decontrol of distribution of Non-Coking Coal.

4.42 The Committee, however, desire that any decision regarding
decontrol of distribution of Non-Coking Coal should be taken giving due
consideration to the fact that this should not reopen the floodgates for the
malpractices that were prevalent prior to July, 1992 and that adequate
availability of non-coking coal should be ensured through increased
production and efficient distribution network.

4.43 The Committee note that the market segment for coal is broadly
classified into Core Sector and Non-Core.Sector. While the former consists
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of supplics to Power, Steel, Defence, Fertilisers, Cement, Loco and coal
for export, the latter includes coal consumers covering wide cross section
of industries and domestic users. The Core Sector accounts for 80% total
off take of locally produced coal.

4.44 They have further noted that the demand and distribution to the
$Core Sectors is fixed in the Linkages Committees in advance. Each
Linkage Committce includes senior officials respective ministry/
authority, who participate in the discussions and fix up linkages. In so far
as the Non-Core Sector is concerned a Linkage Committee within CIL
dctermines the demand and supply position industry-wise. Besides
Libcralised Salcs Scheme whereby a consumer could purchase coal against
deposition of coal value in advance without any linkage/sponsorship is also
«in voguc. In S.C.C.L. the distribution to Non-Core Sector is done on the
' “basis of the rccommcndations made and norm fixed by the Technical
Advisory Committee appointed by Government o#f Andhra Pradesh in
1983.

4.45 A notable feature of the distribution mechanjsm in S.C.C.L. is that
the cntire marketing operation is computerised. This not only strcamlines
the procedural aspects of distribution but also bﬁngs in much needed
transparcncy in it by reducing scope for malpractices.

4.46 The Committee have been informed that a distribution policy on

. the lines of that being followed in S.C.C.L. has also been recommended to

CIL for cmulation. The computerisation of distributign process in CIL was

also in progress and already road despatches from one of the subsidiaries
have been computerised. '

4.47 The Committee are of the firm opinion that computerisation of coal
distribution opecrations would go a long way in introducing transparency,
efficiency, control, flexibility and accountability in the system. They find it
surprising indeed as to why this very basic systemic improvement was not
thought of by the Ministry when computerisation has been successfully
undertaken in several other areas more than a decade back.

4.48 The Committee would, thercfore, emphasise on the Ministry that
computerisation even at this belated stage should be undertaken earnestly
and expeditiously so that the computerisation of entire distribution and
allicd operations in the entire coal industry become a reality by the end of
Eighth Five Year Plan.

4.49 The Committee have taken a note of the need being felt by the coal
industry for removal of statutory controls on pricing and distribution of
coal in view of emerging globalisation, economic liberalisation and
reduction of duty on imported coal. The Committee have noted that for
proper distribution of coal the coal industry desired to have a greater say
in allotment of wagons by thc Railways and that modifications have
already been proposed by it in the railway Preferential Traffic Schedule in
this regard. The Committee would like the Ministry of Railways (Railway
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Board) to consider the modification proposed by the Ministry of Coal in
the Railway Preferential Traffic Schedule.

4.50 According to the Ministry the statutory controls on the pricing and
distribution of coal are limiting factors of its healthy growth. The
Committee have already recommended decontrol of coal prices to the
Government in the previous chapter. However in so far as distribution ¢*
coal is concerncd the Committee are of the opinion that since the market
segment in view of the well defined uses of coal would remain more or less
the same decontrol is not going to serve any purpose. However, in view of
the huge outstandings as coal sales overdues with power utilities and other
consumer sectors some via-media needs to be found out to ensure that coal
industry is not made to bear the costs of fallacies and incompetence of its
consumers. .

4.51. The Committee have been informed that a major chunk of coal
movement is by rail. Transportation by road which constitutes about 20%
comes next. The other modes used for transporting coal include rope, belt
MGR/own wagons, rope-ways, etc.

4.52 It is also noted that barring distances of less then 10 Kms. the
transportation costs through rail arc substantially lower than thosc for
transportation by road. In view of the foregoing the Committee desire
that, to the maximum extent possible, transportation of coal should be
carried out through rail. Wherever the same is not possible efforts should
be made to work out such linkages where rail remains the principal mode
of transport supplemented by the other means. .

4.53 The Committee find that the power sector is the largest consumer
of coal in the country. For the supply to power houses the coal companics
follow the linkages decided by the Standing Linkage Committee (SLC).
They have also been informed that by and large there were major
deviations either in quantity or in the source of supply from the linkage
agreed in the SLC. However, the data furnished by the Ministry in this
regard tells a totally different story. There are several instances as quoted
in the relevant table where there is not even remotest link between the
actual supply figures and the demands/linkages approved by SLC. The
percentage satisfaction levels have varied between 3% to 360%. Such
variations in coal demands of such a substantial order taking place do not
speak well of the decision making of SLC.

4.54 The Committce deprecate the unscientific and unimagnative way in
which the linkages of this precious mineral are worked out by the SLC. It
is expected that while working out the demands/linkages of various power
houses the SLC, which comprises of senior officials of Government, would
be considering all relevant factors like the past requirement of the
concerned power-house, its past performance, capacity reduction or
augmentation, its current coal stock inventory, etc.
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4.55 The Committee therefore, desire, that they be apprised of the
rationale behind the linkages fixed in respect of all ‘the cases cited in the
relevant table in Chapter IV of this Report. They would also like to know
as why the actual despatch were so abnormally low or high in all these
cascs.

™ 4,56 The Committee further recommend that henceforth the SLC should
determine the linkages in a more rational way keeping in mind the genuine
requirements of the power houses. This would not only eliminate
infructuous inventory management by coal industry for supply to power
houses but would also enable them to utilisc these stocks for supply to
other needy sectors.

4.57 A very serious matter that has come to the notice of the Committee
_js the non-payment of out-standing dues by various user sectors to the Coal
Companies. Thesc have steadily mounted from Rs. 3040.98 crores on
31.3.1993 to Rs. 3837.91 crores on 31.3.94 and Rs. 4219.9 crores on
31.3.95. Power sector happens to be the biggest defaulter in all these years
with its outstanding dues being Rs. 2400.23 crores, Rs. 3055.91 crores and
Rs. 3392.68 crores respectively during .this period. This has created a
serious resource crunch for the Coal Companies.

4.58 The Committee have been informed that w.e.f. 1st October, 1991 a

» ‘Cash & Carry System’ has been introduced for power utilitics. Though

‘this system worked satisfactorily at in initial stages, it could not be

enforcéd rigorously since generation of power is considered a key-input for

economic growth and coal supplies had to be continued even to defaulting
power utilities.

4.59 - Subsequently, the issue of accumulated dues has also been
considered by Committee of Secretaries in March, 1994 which has decided
on a mode of advance payment or opening Irrevocable Letter of Credit to

Ythe tune of 105% of their past average monthly billing. After the

* enfrocement of this decision the Committee have been told that there has
not becn any appreciable increase in the outstanding dues from the power
sector during the current year.

4.60 In the opinion of the Committee the huge un-paid dues are a very
serious situation more so with the peculiar position the coal industry is
faced with. While on onc hand the pricing and distribution of coal are
under statutory control on the other the coal industry is also compelled to
keep on feeding defaulting power utilities the pretext of power generation
being considered a key-input for economic growth. Such excessive,
enforced rcgime has all but stifled the commercial instincts of the coal
industry.

4.61 It is beyond comprehension as to why the coal industry should be
made to suffer for the fault of cther industries, however, important they
may be.
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4.62 Thc Committcc notc that a beginning towards lcading the coal
industry out of this morass has alrcady bccn made, albeit belatedly, by the
Government and power utilitics arc now procuring coal through advance
payment or irrcvocable LC. This stcp though would not allow further
accumulation of ducs but likc wisc it would not also help in liquidation of
the past ducs which arc mammoth to say the lcast. 8

4.63 Whilc thc Committce desire that there should be no let-up in the
payment system bcing followed for carrent procurcment, a mcchanism
should also bc workcd out to cnsurc that thc outstanding ducs arc also
liquidated in a timc bound manncr and not cxcceding the next twelve
quartcrs at thc most. Thcy also desirc that thc matter of rcalisation of
outstanding ducs from thc ailing Statc Elcctricity Boards and Powcr
Utilitics should bc taken up at the highest Icvel in the State Governments.

New DELiu; S.B. SIDNAL,
March 11, 1996 Chairman,

Estimates Commiittee.
Phalguna 21, 1917(s)
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APPENDIX 11

STATEMENT OF RECOMMENDATIONS/OBSERVATIONS

Sl
No.

Para No.

Rccommendations/Obscrvations

1.

1.11—1.15

1.16—1.18

The Committce notc  that coal industry was

- nationaliscd in thc carly scventics duc to the

incalculable importance of this prccious mincral in
thec cconomy and dcvclopment of the country. Thus
as on datc the devclopment and cxploitation of the
coal reserves in thc country is thc prescrve of
Ministry of Coal. The Ministry cffects ground lcvel
administration and managcment of thc coal industry
through Coal India Limited (CIL), a public scctor
undcrtaking and its cight subsidiarics.

It is also hcartcning to notc that the coal reserves of
thc country, as per the current cstimation arc going
to last at Icast anothcr half a millcnnium.

Coal being the life-linc of the country, encrgising its
cconomy, industry, homces and hcarths, powcr plants,
ctc. The Committcc fccl that with the limited life
span of the oil reserves of the world, coal reserves,
which would dcfinitcly outlive oil rescrves, will
assumc still morc stratcgic importance in thc coming
ycars as a rcadily availablc sourcc of cncrgy.

Sccondly. and morc importantly a nation's lifc far
outspans pcriods likc half a millennium.

Thercforc. the Committec consider that production
of coal should bc guided morc by thc conscrvation
angic than mcrcly from thc anglc of cxploitation for
the sakc of fulfilling targets. Morc in this rcgard has
becn commented upon in the chapters ahcad.

From the figures of drilling productivity of various
agencics submitted by thc Government, the
Committce obscrve that barring CMPDIL, the
performance of other agencics has remaincd morce or
less static or somc what rctrogressive. While drilling
performancc of CMPDIL has shown progressive

79



80

SLL

No.

Para No.

Recommendations/Observations

216223

trend and has almost doubled during the last decade
or so, the performance of MECL has shown an
improvement of hardly 10% during the corresponding
period. The performance of private partics has been
further worse with the drill productivity going down
by almost S0% from X1 m/drill/month in 1984-85 to
41 mzdrill/month in 1994-95.

The Commitice further observe that since 1973-74
cxploration has been completed in 592 blocks and a
total of 65 billion tonnes (approx.) of coal reserves,
have been cstablished till date.

The Committee thercfore, desire that in view of the
huge demand cmergence being anticipated in the
coming ten years not only should the cxploration be
completed in the remaining blocks in a time-bound
manner but it should also be cnsurcd that various
drilling agencics are suitably geared up and cquipped
for the task.

The Committice note that though coal mining has’,
been taking place in India for more than two and a
half centurics, it has gained momentum only during
the last two odd decades-or so. Conscquently despite
sufficicnt technological advangement and strcamlining
of procedural aspects the planning to commissioning
stage of a coal mining project varics between 7 to 10
ycars for opcncast projects and 10 to 15 ycars for
underground prolcctq The abnormally long umc
taken for commissioning of these projects is due o
various rcasons including the long timc taken in
feasibility studics. minc planning. appraisal and
scrutiny of the proposals for investment dccisions.-
forcstry and cavironmental  clearances, land
acquisitions, devclopment of infrastructural facilitics,
dclay by outside agencics, amount of cxcavation work
and a mazc of other related problems.

Amongst all thc issucs cnumcratcd above the
Committcc understand that it is the land acquisition
and rclated matters, which causc most dclays in
commissioning of coal mining projccts. The prablems
being fuced by the Government in this cndcavour




81

Sl
No.

Para No.

Recommendations/Observations

include difficulty in Physical Possession, duc to stiff
resistance  of ex-land owners;  non-availubility  of
suitable lund for compensatory afforestation where
forest land has been acquired: abnormal demand=for
employment,  compensation  and  rehabilitation
beneflits by the fand owners: delays in transfer of land
duc to different practices introduced by various State
Governments  for acquisition of land; large scale
cacroachments:  high  prices  demunded by State
Governments for the land; introduction of legislations
by State Governments putting additional burden on
Coul compunics with respeet to acquisition of land,
grant of mining lcases and extension of mining lcases
for working in forest arcas.

It is also noted that to overcome difficultics being
faced in land acquisition and in order to cnsure
timely complction  of coal mining  projects  the
Ministry  has from 1989-90 onwards adopted the
process to two stage clearance. Besides keeping close
liaison and interaction with various State Government
agencies, close monitoring of projects is also being
done for expediting the process.

The Committee appreciate the difficultics being faced
by the Ministry in timely commissioning of coul
mining projects. However they feel that none of the
problems/difficultics brought to their notice by the
Government are insurmountable. Basically, it is the
lack of anticipatory planning and forcsight, which not
only creates difficultics but also lcads to a cascading
cffect on the entire implementation process.

It is an cstablished fact that the Ministry and all the
specialiscd  agencics under its command do  have
institutional sctup. as also institutional memory. And
still. if they keep on facing similar sct of problems
and rcspond in the way they, have donc countless
times carlicr, then it mecans that the lessons of the
past have not been lcarat.

L4 .

This view of the Committee is further corroborated
by the lackadaisical performance of the Ministry cven
after the process of two stage clearance has been
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Rccommcndations/Obscrvations

4.

S.

2.24-2.25

2.26-2.27

adopted from 1989-90 onwards. Out of 29 projects
costing Rs. 20 crorcs and abovc that have bcen
sanctioncd during or aftcr 1989-90, 10 projccts have
been delayed by periods ranging between one to four
ycars.

The Committce are, therefore, of the vicw that since
coal mining has to recmain in continuum for ccnturics
to comc kncc-jerk type of planning by the Ministry
should give way to a systcmatic work culturc where
cxpericences, bitter or otherwise should form the basis
of further planning. Mistakcs/lapscs/shortcomings
tend to compound when put under the carpet.

They also desirc that an in-depth analysis of the
rcasons for dclays, project-wise, of all these projects
be carricd out and responsibility fixed accordingly.

The contention of the Ministry about closc liaison
and intcraction with various State Government
agencics as also its claim rcgarding close monitoring
of projccts at various levels also docs not appear
convincing to thc Committcc as thcy go by its
performance at the ficld level.

Thc Committce thercforc desirc . that the present
systcm of two stagc clcarance be thoroughly revicwed
to ascertain shortcomings which arc hampcring its
cffcctivencss and ncccssary corrcctives arc put in
placc without any loss of time. More so because the
coming dccade is definitcly going to put the
Ministry's capabilitics to a scrious test.

The Committce would .cven at the risk of sounding
repetitive, dclve upon a basic aspect pertaining to
introduction of strictcr accountability norms in the
planning and implcmentation of developmental
projccts. Despite existence of sufficicnt provisions for
cnsuring accountability at all levcls in the
Govcrnmental functioning, it is common knowlcdge
that cascs where thesc have been invoked arc few
and far bctween.

In the opinion of thc Committce, thereforc, when
devclopmental projects are cnjoying a major chunk of
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country, resources people who arc cntrusted with the
responsibility of planning and implementing them
should bc made accountable to cach rupee and cach
minutc overspent or wasted by them. The Committce
would like thc Ministry to work out modalitics in this
regard with Ministry of Finance and the Department
of Programme Implcmentation. A judicious blend of
rcward and punishment would in the view of the
Committcc go a long way in improving the
management of the implementation process.

The Committce would like the Government to
impress in no uncertain tcrms and at the highest level
upon Statc Governments that a morc co-operative
intcraction between their various agencics to jointly
tap this prccious mincral resources is impcerative not
only for intcgrated dcvelopment but also for mutual
bencfit.

The Committcc note that coal is the principal
resource of cnergy available. in the country. With the
passagc of timc it is going to assumc added
importance since not only arc the oil reserves. the
world over, deplcting at a fast pacc no other cncrgy
source be it nuclear, hydel or non-conventional show
any promisc of replacing coal as an cnergy source in
ncar futurc. Not for nothing has thc demand for raw
coal shown a morc than 250% incrcasc in a short
span of a dccadc and a half between 1976-77 and
1992-93 rising from 99.10 million tonncs to 258.10
million tonncs in the said time period.

The working group on Encrgy Policy (1979) had
rightly cmphasiscd the growing importance of coal as
a viablc cncrgy sourcc in the ycars to comc. The
Group has also reccommcndcd, and justifiably so, the
nccd for revamping procedurcs for dccision making
on investment and production.

In so far as investment in coal\industry is concerned
oncc a project is identificd a fcasibility rcport is
brought up and it is cxamincd in an intcrministcrial
group. Thercafter, it is sent to the Public Investment
Board for dctailcd considcration. For thc purposc of
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approval all proposals above Rs. 50 crores arc sent to
the Cubinct Commitice on Economic Affairs whilc
those below this amount can be cleared by CIL itsclf.

The Committce further note that the tcchnical
formula for working out demands of coal by various
scctors is buscd on the calorific requircments of a
particular end product. However, at the macro level
the demand of coal in the country is worked out by
the Planning Commission taking into account thc
growth of consumer industrics. Besides  this,
projected demand, the Committee have been told,
the target of production of coal is also decided by
taking into consideration the production potential of
the coul ficlds, optimal minc wisc production mix and
utilisation of capacity of individual mincs to maximisc
the rcturn on investment.

The Committcc observe that indigenous coal
production can take carc of the demand of coal in the
country with the present level of production and the
coal inventory held by it. The level of such coal stock
at a given time are roughly around 3 months of coal
production. Notwithstanding all this some amount of
import of coking coul by steel sector is expeceted to
continuc for blending with Indian coal for achicving
the quality parameters required by the steel scctor.

The Committec further obscrve that the coal industry
has in the past catered to the entire requirement of
thc demand of coal in thc country. Furthcrmorc it
has also initiatcd mcasurcs in rcspect of mobilisation
of resources, improving of coal quality, improving the
cfficicncy of opcrations and rcalising of outstanding
ducs so as to incrcasc production in ordcr to cater to
futurc rcquircments. Sadly howcver, the demands
imposcd on it as a matter of rulc do not matcrialisc
in full sincc most of time thesc arc grossly over-
pitched. For instance whilc the demand of coal in the
ycar 1992-93 as asscsscd by the Planning Commission
was 258.10 MT and 5.3 MT of middlings thc actual
off-takc at 241.69 MT (including importcd coal) and
2.47 MT respectively was far short of this asscssment.
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The Committce fecl that such inflated asscssment of
demand for coal is not in thc national intcrest. As
coal is produced in accordancc with the demands
made and is usually storcd in open, lesser off take
than projectcd dcmand lcad to storage losscs.
Secondly and more importantly avoidable
exploitation of this prccious mineral which in its wake
also causcs environmental and other problems, is
resorted to in order to mect the demands which
finally do not materialise.

The Committce thercfore, recommend that hence-
forth the dcmand asscssment should be made
carefully on a more scicntific basis so as not to
burden the coal industry with over pitched figures as
also to avoid man-powcr and storage losscs.

The Committee find that at thc beginning of Eighth
Plan stocks at CIL pithcads were to the tune of
47.8 MT which had further risen to 49.7 MT with
marginal liquidation of 0.43 MT in 1993-94. In the
mid-term appraisal CIL proposes to liquidate 4 MT
of stock in successive years. As mentioned else where
the pithead stocks are roughly about 3 months
production of CIL.

In view of the Committee there is no logic to justify
such a huge inventory at pithcads of Coal
Companies. While systematic and mecasured, nced
based production concept is being followed the world
over the Indian Coal Industry is unnecessarily
burdening itsclf with a massive inventory worth
several hundred crores. This is being done and sadly
so despite being fully aware that even the projected
demands do not materialisc after all. The huge
pithead stocks are further not justified because the
industrial relations in coal industry during the past so
many years also do not warrant any such pre-emptive
measures.

It is the firm opinion of the Committee that the
pithead stocks in such massive quantities are not only
prone to storage losses and pilferage but also one of
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10.

3.150

the major source of manipulative practices like
overreporting, etc.

Furthermore since the user sectors are also expecteJ
to stock a certain quantity of coal so that they do not

run out of coal supplies, it is also not incumbent

upon the coal industry to maintain such high level of

pithead stocks. The Committee, therefore,

recommend that the level of coal stocks at pitheads
should be accurately assessed company-wise, and

reported back to the Committee. The pithead stoc! )
inventory should be reduced to months of average +
annual production within a period of two years.

The Committee have also noted that 103 projects/
schemes have been identified for additional coal
production during the Eighth Plan Period and
beyond. About the time schedule of these projects
the Ministry have stated very confidently that ‘every
approved scheme had a definite time schedule”:
Though the Committee would like to share the”
confidence of the Ministry but going by the past
performance of the Ministry as can be seen from the
previous Chapter, the Committee cannot but reiterate
their desire that the Ministry should, if it has to live
upto the assurance made to the Committee,
drastically improve upon its Planning, implementating
and monitoring machinery in order to achieve its
objectives in a systematic and time bound mannér,,

-

3.151—3.15S Productivity in opinion of the Committee is the best

and most reliable indicator of the performance of be
it an individual or an organisation. The Committee.
note that as far as technologies are concerned, in
underground mining Indian Coal industry is still
continuing with traditional methods, however in case
of open-cast mining which contributes for more than
70% of the total coal production, India is using the
same cquipment configuration as arc being used in
advanced countries like Australia, USA and Russia.

A comparative analysis of the productivity figures of

Indian Coal industry with those of other major coal
producing countries however presents a very dismal
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11.

3.156

picture. While productivity (output per men shift) in
underground mines in USA and Australia is as high
as 18,00 tonnes and 15,60 tonnes in case of the
indigenous industry this is pathetically low at 0.55
tonnes and 0.71 tonnes in, CIL and SCCL
respectively.

Even in case of open-cast mines in which as per the
admission of the Ministry. India is behind none in
equipment configuration the productivity is 4.00
tonnes and 4.30 tonnes for CIL and SCCL
respettively. These figures hardly stand any
comparison when compared to the OMS of 40.20
tonnes in USA and 34.68 tonnes in Australia.

While the Committee agree with the contention of
the Ministry with regard to low productivity in
underground mines duc to low mechanisation and
non-viability, they do not think that this is the main
rcason for this malaisc as underground mincs
contribute less than 30% of the nations coal
production. Still even if this leeway is granted to the
Ministry there is no justification behind the abysmaily
low OMS in the open cast mines which accounts for
the bulk of coal production in the country. More
galling is the fact that this situation obtains despite
most advanced configuration equipment being used in
the country. The Ministry have cited the example of
Piparwar open cast mines where an OMS of 20.60
tonnes has been achieved. Coming to the issue of
excessive manpower which has- been offered as an
alibi for low productivity by the Ministry, the
Committee do not consider this as convincing since
traditionally Indian industries have been manpower
intensive because of demographic and social
considerations. Furthermore, there are other
manpower intensive industries like steel, railways and
banking who have shown considerable improvement
in productivity despite similar constraints.

A very serious matter. on which the Committee would
delve upon is the accuracy and quality of information
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12.

3.157—
3.163

submitted by the Ministry to them in connection with
the subject under examination. Not only did the
Ministry delay submission of information almost on
all occasions but even when submitted: figures two to
three years old or even more older were chosen to be
categorised as ‘provisional’. ‘More importantly’, the
figures submitted to the Committee were at variance
with the figures for the same items as published in
other publications of the Ministry like its Annual
Reports, etc. the two tables cited previously in this
Chapter on Production, Despatch and Stocks are
concrete examples. Since Annual Reports are also
laid on the Table of the House, it s
incomprehensjble as to where the Ministry had erred
i.e. while submitting material to the Committee or in
the Annual Report. However, in either of the cases
the lapse only deplorable.

The Committee have taken note of the fact that the
sale prices in coal industry are fixed on the basis of a
formula prescribed by BICP for revision of coal
prices to take care of escalation in price of inputs
used for coal production. They have further noted
that Government have been revising coal prices
periodically on the basis of the escalation formula.

The Committee, however, do not agree with the
contention of the Government since the price
increases as can be seen from the relevant portion of
this Chapter is not rational to say the least. For
instance in 1993-94 in case of CIL when the average
cost of production was Rs. 364.35 per tonne
(including Rs. 19.93 as average over head cost) the
average sales realisation was Rs. 400.12 per tonne.
Apparently the difference of about Rs. 36.00 i.e.
10% of the production was the margin of CIL.
However, in 1994-95 while average production cost
rosc to Rs. 386.75 per tonne (including Rs. 20.42 as
average over head cost) the average sales realisation
was Rs. 409.80 per tonne thus the margin has been
reduced to about Rs. 23 per tonne i.c. 6% of the
production cost. Obviously not only has the increase
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in average overhead cost been ignored while working
out increase in prices but even the margin has been
reduced from 10% to 6%. It is the surmise of the
Committee that either the BICP formula is flawed or
the Ministry has not implemented it in the right
carnest.

That, another coal producing entity the SCCL has
similarly continued to suffer huge losses in the
process is a sad reflection on the commercial sense of
the Government.

The Committee find.that as on date the coal prices
are regulated by the Government. The logic extended
by the Ministry in this regard being ‘certain economic
considerations’ and that because of ‘the special
character of the coal industry, there is a feeling
amongst the users in other industrics that a little
more consideration should be given to it’. The
problem from the Government’s point of view is so
vexed that the Secretary of the Ministry, who should
have ordinarily spoken in tune with what would be
beneficial to the coal industry, is led to admit that he
is not being in a position to give a straight answer.
To further worsen the plight of coal industry and in
the own words of the Government ‘it has so
happened’ that the revision of coal prices, which as
per the Government’s own policy are to be revised
once in a year, have not been revised in time thus
making the coal industry suffer a great deal in terms
of realisation because arrear bills cannot be raised
against the consumer. Nothing could have been more
detrimental to the coal industry than this abnormal
delay in the revision of coal prices by the Ministry.

The Committee also note that the coal industry has
while pleading its cause for removing controlled-price
regime stated that since and products of all users
other than the power sector are not regulated by
price control it should also be put on the same
footing. In the considered opinion of the Committee
in the present era of liberalisation when market
forces are deciding the fates of all sector of trade and
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13.

3-1“_
3.170.

industry, keeping the coal industry in the shackles of
price regulation is not justified. The free market
economy being propagated now-a-days also requires
removing of such regulations which are not in
commercial interest of the producer industry.

The Committee have been informed that the issue
of decontrol of coal prices is under consideration of
the Ministry for quite some time now. They,
therefore, desire that a decision in consonance  with
the views of the Committee expressed in preceeding
para be taken without any further delay. The
Committee would, however, like to stress that the
decontrol of prices should also be accompanied by
improvement in productivity of the coal industry,
drastic reduction in overhead costs and an effective
strategy to reduce the vastly surplus man power, so
that any effect of the price increase due to decontrol
of prices arc not passed on to the small consumers
particularly the low per-capita income segment who
are the majority of the population in the country
having limited purchasing power.

Manpower is one of the most important factors on

- which things the fortunes of any organisation. This
- factor gains further importance when the organisation

happens to be an industry because there the
questions of commercial viability and productivity
also comes into consideration. The Committee note
that as on 31st December, 1994 the strength of
employees of CIL stands at 6,46,326 while in SCCL it
is 1,14,402 on the same date. The Committec have
been informed that this level of manpower has been a
legacy of pre-nationalisation days. However, and
strangely enough, there is no information available
with the Ministry in regard to the workforce at the
time of nationalisation of BCCL, ECL and CCL,
though a total of 4,87,615 employees were on the roll
of these companies as on 1st April, 1975 (i.c. the
date of formation of CIL as the holding company)
which is about two years after nationalisation was
effected.
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In the opinion of the Committec the Ministry’s
contention about ‘it inheriting a seven lakh force in
the coal industry on nationalisation is not based on
facts. If the workforce was less than five lakhs on 1st
April, 1975 it is incomprehensible that more than
seven lakh were on rolls of coal industry hardly two
ycars back and that too in the private sector, which
as all know is certainly man-power frugal as
compared to the Government sector.

Apparently the Government has not careful having
a cogent management policy in this regard. The coal
industry it sccms has becn made a haven for
cmploymcnt scekers without any serious thoughts
being given to the harmful consequences of such
rccruitment sprecs. When as per the own admission
of the representative of the Ministry even eighty year
old persons are yet to retire the situation is certainly
grave. Curiously, and as cxpected, the age profiles of
such employees are not available. The Committee
rcally wonder at the management skills of concerned
authoritics in this vital scctor.

The question of 18 mines facing closure and
possibility of 15000 employees being left in the lurch
has also bcen gone into by the Committee. Here
again while a number of justifications have been
cxtendcd about the rcasons leading to closure of
these mines, the Ministry strangely does not have a
specific answer regarding the workers rendered
surplusin the process. Even the overall figures of
surplus cmployces as on 1st April, 1994 which were
provided to the Committcc in coal industry in May,
1995 indicate only 45000 persons as surplus. The
Committee find it intriguing as to why the Ministry
which has bcen throughout harping on the problem
of coal industry due to -excessive manpower is not
cquipped with latest facts and figures on the subject
mattcr. The deplore the manncr in which the things
are bcing reported to the Committce.

The same clcment of non-scriousness and
unconcern on the part of the Ministry is visible from
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14.

3.171—
3.173

the information submitted by the Ministry in regard
to the various measures being resorted to by the coal
industry to tackle the problem of surplus manpower.
In May, 1993 the position regarding re-deployment of
manpower within the company from surplus to
shortage arcas and retraining of surplus manpower to
meet the requirement of skilled manpower was
‘information is being collected’ and to the chargein of
the Committee status quo was maintained by the
Ministry in this regard, when it was asked to
submited updated information in this regard 7 months
later in December, 1995.

Out of 45 odd thousand surplus employees identified
by the Ministry, hardly 20 per cent have been
curtailed by the way of redeployment/voluntary
retirement. This is a sorry state of affairs and not
behoving of an organisation mandated statutorily to
administer the coal industry. They expect concrete
action from the Ministry in this regard.

The Committee therefore desire that not only be a
cogent, scientific and rcliable data-base be developed
by the Ministry on manpower & surplus employees
by overcoming the off rcpeatced, so-called problems
of lack of records or they, being manually operated,
etc. but a time-bound crash action plan be also
devised to take care of this problem in a realistic and
pragmatic manner so as to make the coal production
an economically viable preposition.

The Committee find that over-reporting of coal
production is a deep rooted malaise conclusively
proved at least in the case of BCCL. Even prior to
Mishra Committee, there have been at least two
other enquiries including onc by a sub-group of the

- consultative Committee of the Ministry of Encrgy in

1986 and 1990 respectively. Significantly, while both
thcsc Committees made recommendations of far
rcaching import on the subject matter, the
Government sadly failed to take the cuc and nonc of
their reccommendations were scriously implemented.
Onc single rccommcndation of the Panigrahi
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Committce about meting out exemplary punishment
to employees violating laid down procedure, if
implemented sincerely would have made the entire
difference. The Ministry however tried to avoid its
responsibility of being the overall superviser of the
coal industry by time and again taking excuse behind
Panigrahi Committee and Sinha Committee not being
Government Committees. It has also tried to create
an impression albeit erroncous that it came into
picture or was in a position to act only after Mishra
Committee looked into it. The Panigrahi Committee
Report came almost a decade back and the Sinha
Committec Report was submitted in 1990. Through
its deliberate inaction in these many years, the
Ministry allowed not only the malaise of over-
reporting to fester but by not taking any action
against the delinquent officials, it sent a signal of
being a silent sepectator to this sordid episode. Thus,
millions of tonnes of coal was produced but only on
paper; officials at senior levels managed to secure
accolades and promotions though wholly undeserving;
and the juniors were content with cash incentives and
other perks without even straining a muscle. This
happened right under the nose of the Ministry, and
the Committee can safely presume, with its full
knowledge, since the coal subsidiaries do have
officials of the Ministry of Coal on their Boards.

The murky goings-on in the coal industry; the total
abdication of the Ministry towards its statutory
commitments; and with the benefit of hindsight, the
Committee also think that the coal stock over-
reporting can have a diametrically opposite dimension
as well. It is quite possible that the so-called inflated
production is the real production and the shortage
have occurred due to siphoning-off of massive
quantitics of Coal.

The Committee thercfore recommend to the
Governniment that the entire matter be handed over to
the Central Burcau of Investigation for a dctailed
investigation into all its ramifications and the guilty
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should be meted out strictcst possible punishment
under the law of the land.
18. 3.174— The Committee note that book stock of coal, coke,
3.186 ctc. is adopted for the purpose of accounts where the

variances - between ‘book stock’ and’ ‘measurcd
stocks’ are within+5% otherwise ‘measured stocks’
are adopted for the said purpose. This latter course is
being resorted to according to the Ministry to reflect
true and fair picture of the affairs of the companies
as also becausc of the short time in between when
the report of stock measurcs is available and the
finalisation of accounts.

The Committee are not at all convinced by the logic
extcnded by the Ministry since till now it has been
looking at the matter only through the picture
paintcd by fudging of accounts or through still more
qucstionable means. They are thercfore the opinion
that whatever may be the problems, the system
should be immecdiatcly changed on the lines suggested
by the Mishra Committce so as to leave no scope for
manipulative practices.

The Committec observe that for all stock shortages
beyond 5% and in excess of 1000 tonnes, disciplinary
action is initiated aftcr complction of physical stock
verification. About the fate of cascs of shortages the
Ministry has quite confidently statcd that action had
been initiated in all such cascs. However, the
Ministry’s intcntion has pcrhaps rcmained confincd to
only initiating cascs with no further intcntion of
taking thcse cases to their logical conclusions. Two
such cascs which wcre initiatcd on 1st April, 1990
have been illustrated carlicr in this Chapter. While in
onc case involving shortage of 63000 tonncs the
concerned persons were charge sheeted on 9.11.1990,
the inquiry was institutcd almost a ycar latc on
10.10.1992 by appointing a particular officer as
Inquiring Authority. Thc inquiry lingcred on till
July’94 till the said Inquiry Authority was posted out
on promotion. Significantly, it was not considcred
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appropriatc to hand over the said inquiry to some
other officer undcr the plca that the incumbent had
complctcd a major part of thc inquiry. The result is
anybody’s gucss that ‘duc to prcoccupation the
Inquiry Authority has not been able to compicte the
inquiry’ and that ‘hc has bcen reminded once again
to comc to Dhanbad in Scptcmbcer, 1995 to conclude
the inquiry’.

Thus morc than five and a half ycars have gonc by
without the guilty bcing brought any ncarer to
justice.

In thc sccond casc involving stock shortage of over
92,000 tonncs the charge-shect framed against the
concerned Agent was rcturned by the concerned
authority stating that ‘thc shortage pertaincd to a
period prior to the charged officer taking over as
Agcent in October, 1989°. Nothing could have been
morc baffling than this cxplanation. The conccrned
authoritics however did still better thcy took ycars
togcther (Ministry's version being ‘some time’) to
finally issuc a charge-shcct on 15.3.1993. The snails
pacc continucd on and an Inquiry Authority was
appointcd on 29.7.1994 i.e. morc than 15 months
latcr. Howcver, as was cxpected the Inquiry Officer
supcrannuatcd on 31.10.1994. Another onc was
appointcd on 7.2.1995 and thc inquiry was in final
stagcs.

The Committce nced not comment further on this
laiscz fairic approach of thc Government towards
cnsuring rulec of law in thc coal industry.

The saga of this inaction on the part of the
Govcrnment docs not cnd herc. It agrees that the
‘action takcn by BCCL on thc basis of K.A. Sinha
Committce Report was tardy dclayed or very little’.
It also admits that if thc Sinha Committce Rcport
was implemented sincercly things would not have
comec to such a pass. But simultancously it also
contcnds that ‘it had not tricd to fix rcsponsibility for
non-implcmentation of the Sinha Committec Report
since its objoctive was not to witch-hunt but to
improve the systcm’.




96

Sl

No.

Para No.

Recommendations/Obscrvations”

In regard to the R. N. Mishra Committcc the
Committee obscrve that it came into cxistcnce by an
order dated 27th July, 1992 as a scqucl to a mecting
of Board of Dircctors of BCCL held on 24.12.1991
where a shortage of 36.40 lakh tonncs was rcported.

The Committee also notc that thc Report of Mishra
Committcc had found that not only was the
Management in the know of the goings on pertaining
to stock shortages or was playing a collusive rolc but
it was instigating ovcr-rcporting of production. To
buttcress its claim the Mishra Committce had
graphically cxplained the quantum of over-reporting
during the tenure of various CMDs of BCCL.

The Committee further note that two of thc four
indictcd CMDs who were still in scrvice were served
show causc notices in 20.5.1994 and after considering
their replics Government decided to closc the cascs
against thcm. The remaining two CMDs who had
retired before Mishra Committce was sct up could
not be procceded against because  there is no
provision in thc Conduct, Disciplinc and Appcal
Rules. 1978 of CIL to initiatc disciplinary procccdings
aguinst  rctired  cmployces,  Furthcrmore,  the
Government felt that initiating criminal procecdings
against the retivred CMDs only because departmental
action was not possiblc, was not considercd
rcasonable bccausc the samc would have been
discriminatory bctween the scrving and retired
CMDs. Thus a dccision had been taken by the
Government on 9.3.1995 not to initiatc action against
the retired CMDs.

The contention of the Ministry betrays a lot of
incxplicable and misplaced concerns about the
persons who were at the helm of affairs of BCCL
when over-reporting in production was rampant. The
Committee therefore recommend that the cases of
scrving CMDs should bc referred to the Central
Vigilancc Commission and furthcr action taken as per
their advice.
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16.

3.187-1.
192

The Committee are indeed surprised to know that the
Conduct, Discipline and Appcal Rules, 1978 of CIL
do not  contain  any provisions  for initiating
disciplinary proccedings against retired cmployces.
This in vicw of thc Committec is nothing but a
licence for persons on verge of retirement to indulge
in irrcgularitics/malpractices being comfortable in the
knowlcdge that the impending retirement would
mcan frcedom from all accountability.

The Committee therefore recommend that suitable
provisions in regard to cnsuring accountability of
retired ecmployces for irrcgularitics Committed while
in scrvice should immediately be incorporated in the
said Rulcs.

Coming to the instant casc the Committce feel that
the reply of the Government clearly indicates that
there arc grounds for initiating criminal procecdings
against the rctired CMDs. Action in this direction
however is not forthcoming because the Government
‘considers it unrcasonable as  the sume  would
discriminatory between the scrving and the retired
CMDs.!

The Commitice however do not agrec with the
justification  offered by the Ministry. The  top
cxccutives in various Government organisations cnjoy
tremcdous power and in the fitness of things they
should be madc to pay for their acts of omission and
commission. The Committec. (thercfore, recommend
that criminal procccdings against the said persons be
initiated  forthwith  and  carricd to  their
logical cnd cxpeditiously.

Coming to thc performance of the Ministry while
implcmenting thc Repord of Mishra Committce, the
Committec note that the Report was submitted to the
Ministry on 24.12.1993 rccommending action against
230 exccutives. The Ministry after examining the
rccommendations forwarded the Report to CIL on
22.4.1994  advising  initiation  of action  against
concerned exceutives. During the next vear and a
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quarter no substantial progress has, howcver, been
achicved because ‘there was no proper incharge of
vigilance for about a year'. More importantly because
'same records are used in different cases’. Due to
these reasons out of 56 cascs in CIL only 32 have
been  charge-sheeted.  Similarly out of 45 other
officers who had been recommended by the Mishra
Committee for being debarred from holding ficld
posting/scnsitive posts for five ycars, 2 have been
removed from service and 13 have been transferred.
Out of the remanining 30, six have alrcady retired. In
casc of 12 others dcecision is yct to be taken about
their further deployment. The remaining 12 have not
been shifted considering the requirement and also the
difficulty in getting substitutes in their places.

As in casc of past Committees the Ministry's
response o the Report of Mishra Committee is
downright dismal. The absence of a proper incharge
of vigilunce has been floated as u reason for delayed
response to the rccommendations of the Mishra
Committec  as if the vigilance machinery  was
paralysed without this onc man-machine.

The Committee deplore the Ministry's response time
in withdruwing guilty persons from  sensitivedicld
postings. For 30% of them decision about further
deployment is yet to be tuken though 15 months have
passcd in between. For another 30% the Government
lands itself in a piquant situation because it is finding
it difficult to get substitutes in their place. The
Committce arc at a loss to understand as to what
morc is required to spur the Government into action.

The admission of difficulty in getting substitutes in
place of guilty officers though a fact and an indicator
of Ministry's incpt tackling of the situation, is in any
casc deplorable.

From the Mishra Committec Report, the Committee
observe that large quantitics of stones are being
mixed in Coal 1o mauke up for shortage in production.
This practice however causes serious damages to the
machinery in Thermal Power Plant and  other
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industrics. The Ministry however  contends  that
during mining process some  admixture  which-is
unintentional docs take palee. An analogy has been
drawn with the presence of stones in pulses, grains,
rice. cte. being procured for house holds. However,
according to the Ministry physical removal of stones
is possible if a few hundred thousand extra people
arc deployed for the purpose.

The Committee do not agree with the alibi or
analogy offecred by the Ministry regarding the
prescncc  of large quantity of stonc in coal
despatches. Coal is a commercial product for which
thc Ministry is duly paid moncy by the consumer
scctors, henee notwithstanding the admixture during
mining process it is the bounden duty of the Ministry
to cnsure that the end product is of the requisite
quality.

On the problem of cxtra man-power in coal industry,
while throughout the Ministry has been harping on
this aspcct here it has made a request for not
hundreds but a few hundred thousand persons for
removing stones from coal stocks. It is indeed ironic
that whilc in onc brcath the cxcess man-power is
taken as pretext for low productivity, lack of the
same is cited in the next breath as rcason for the
Ministry's failurc to cansurc rcmoval of stoncs from
coal stocks.

Y

The Committce. therefore, recommend  that
immediate steps should be taken by the Ministry to
cnsurc that surplus man-powcr instcad of being kept
idlc is gainfully cntrustcd with the task of removal of
stones from coal stocks.

18. 3.197— The Committec also notc with conccrn that further -
3.198 instances of over-rcporting in BCCL arc pilling-up.
Furthcrmorc Committces have been appointed to
inquirc into coal stock shortages in ECL and CCL.

The Committee desirc that similar Committces be
appointncd in cach of the coal company with
instructions 10 submit their reports within a stipulated
time frume.
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19. 3.199

20. 3.200—
3.204

The Committee further desire that all such rcports be
furnishcd to them alongwith other action taken notcs
of the Government on thc rccommendations
containcd in this Rcport of thc Committce.

The Committce find that graw - coal contains
substantial quantitics of ash which is removed
mcchanically by washing in the washcrics. They
furthcr note that whilc cfforts arc madc to restrict
ash content to a 17% + 0.5% lcvel the actual
restriction is upto 19% —20% only. This is duc to the
fact that most of thc washcrics were g¢stablishcd in
fiftics and sixtics and thercforc designed for washing
better quality coals. Besides frequent brecakdowns in
thc washcrics coupled with power brecakdowns also
contributed towards this problem,.

They also note that various Committees at diffcrent
times have given invaluable rccommendations to
improve the performance of the cxisting washcrics
but to no avail. The Ministry has, as claborated in
casc of other mcasures for systemic improvement, not
scriously carcd to implement thc  mcasurcs
reccommended. ’

In onc specific instancc an Expert Committec sct-up
morc than a dccadc back in 1985 rccommended
scveral far rcaching mcasurcs to cnsurc supply of
scveral far rcaching mcasurcs to cnsurc supply of
washed coal with an ash content of 17% + 0.5% to
steel plants in its Report submitted in October, 1986.
The recommendations of this Group werc accepted
by thc Government and an Action Plan for their
implcmcntation was circulatcd to coal companics in
July, 1987.

After almost ten ycars, the Committce obscrve from
the implecmentation of rccommendations by the
Ministry, that whilc short tcrm mcasurcs have been
morc or lcss exccuted the long term mcasurcs,
presumably because thc  Ministry took the

serminology litcrally, have been badly dclayed. In a
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21.

3.205—
3.208

specific casc the proposcd deshaling plants at Dugda
I & II and Sudamdhi wcre getting dclayed because
MAMC. the contractor was playing truant inspitc of
advancc payment by BCCL. Countless intcrventions
of Ministry of Coal with M/S MAMC and the
administrativc Ministry havc yiclded no results. As
per the information submitted by the Ministry in
May, 1995 the construction of these deshaling plants

.was cxpected to be completed by carly 1996.

However, when  asked  about the progress in
Dcceber, 1995 it has statcd that not only had the
cost of the project been doubled by the contractor,
the complction schedule has been staggered to 1998.

The Committee consider the dismal performance of
the Ministry in the dircction of improving in working
of washcrics as continuation of its pathetic
performance in other ficlds. However, they would
cmphasisc that in vicw of the pressing nced for
ushering improvements in the washeries the long
term mcasurcs brook no further delay. These should
be implemented by the end of this Five Ycar Plan.

It has also comc to the notice of the Committce that
despite  having requisitc  production capucity some
amount of low ash containing coal is importcd by the
Stcel Scctor. During the ycar 1994-95 the nct forcign
outgo on thesc imports in respect of some of the
consumcrs was of thc order of Rs. 1600 crorcs
(approx.) Thc Committec however do not have the
cntire picturc before them because coal being an
OGL item, the Ministry docs not have the figures of
cxact quantity of coal imported available with them.
The Ministry although agrccaﬁlc that thc-ash contcnt
could be reduced in locally produced coal but has
always put forward the high cost cscalation, duc to
the washing cntailed in the process. as a justification
for the imports.

The Committcc howcver obscrve that the cost of
washing is in thc rcgion of Rs. 1700-1800 pcr tonne
for the locally produccd coal. Still the local coal is
not only a chcaper and casily availablc alternative to
the imported coal but is also in no way inferior to it.
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22.

23,

3.209—
3.210

4 .40
4.42

The Committee wonder why the Ministry is not
enhancing capacity of washerics so as to,provide the
steel sector with coal of requisite standards to plug
the outgo of precious forcign cxchange on imports.
They also desire that urgent mcasurcs be taken in
this direction and they be apprised of the results
achieved in import substitution.

The Committee note that pilferage of coul is a
serious problem be-setting the coal industry, more so
in the Eastern region due to location specific rcasons.
The Ministry has tricd to underplay the magnitude of
the problem but the fuct remains that during the
period 1991-94, coal worth about Rs. 4.0 crorcs was
pilferred from the collicrics. Besides the worth of
coal pilferred has progressively gonc up during the
above mentioned period. Thus while in 1991-92 it was
of the order of Rs. 94.53 lakhs, in 1992-93 it rosc
upto Rs. 145.82 lakhs and in 1993-94 further rose to
Rs. 151.33 lukhs.

The Committee don't find this to be a satisfactory
statec of affairs. They also feel that the mecasures
cnumcrated by the Government to curb pilferage arc
not that cffective. They, thercforc, desirc that the
sceurity and preventive mcasurcs put in place in this
rcgard bc given a thorough revicw to cnsurc that thsi
obnoxious practicc is put:te an end.

The Committce notc that for commercial purposcs
coal is broadly classificd as Coking Coal and Non-
Coking Coal. Whilc thc former has throughout been
a controlled commodity under Collicry Control Order
the latter was decontrolled in 1967 only to be brought
back under the Collicry Control Order w.c.f.
1st July, 1992. The rcasons nccessitating this being
the complaints of diversion/resalc of Non-Coking
Coal by allottces and thc nced being felt by
Government for taking pcnal actions against thosc
found guilty of sclling coal for profitccring after
having obtaincd it on priority as actual uscrs.
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24,

4.43—
4.48

The Committee have been informed that in view of
amongst various factors, the new Industrial Policy,
the Government was cxamining a proposal for
decontrol of distribution of Non-Coking Coal.

The Committee, however, desire that any decision
regarding decontrol of distribution -of Non-Coking
Coal should be taken giving due consideration to the
fact that this shoud not re-open the floodgates for the
malpractices that were prevalent prior to July, 1992
and that adequate availability of non-coking coal
should be ensured through increased production and
efficient distribution network.

The Committec note that the market secgment for
coal is broadly classified into Core Sector and Non-
Corc Sector. While the former consists of supplies to
Power, Steel, Defence, Fertilisers, Cement, Loco and
Coal for export, the latter includes coal consumers
covering wide cross section of industries and domestic
users. The Core Sector accounts for 80% total off
take of locally produced coal.

They have further noted that the demand and
distribution to the Core Sectors is fixed in the
Linkages Committées in advance. Each Linkage
Committee includes senior officials of respective
Ministry/Authority, who participate in the discussions
and fix up linkages. In so far as the Non-Core sector
is concerned a Linkage Committee within CIL
determines the demand and supply position industry-
wisc. Besides Liberalised Sales Scheme whereby a
consumer could purchase coal against deposition of
coal value in advance without any linkage/
sponsorship is also in vogue. In S.C.C.L. the
distribution to Non-Core sector is done on the basis
of the recommendations made and norm fixed by the
Technical Advisory Committee appointed by
Government of Andhara Pradesh in 1983.

A notable feature of the distribution mechanism in
S.C.C.L. is that the entirc marketing operation is
computerised. This not only streamlines the
procedural aspects of distribution but also brings in
much needed transparency in it by reducing scope for
malpracticgs.
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25.

4.49

The Committee have been informed that a
distribution policy on the lines of that being followed
in S.C.C.L. has also been recommended to CIL for
cmulation. The computerisation of distribution
process in CIL was also in progress and already road
despatches from one of the subsidiarics have been
computerised.

The Committee are of the firm opinion that
computerisation of coal distribution operations would
go a long way in introducing transparency, efficiency,
control, flexibility and accountability in the system.
They find it surprising indeed as to why this very
basic systemic improvement was not thought of by
the Ministry when computerisation has been
successfully undertaken in several other arcas more
than a decadec back.

The Committee would, therefore, emphasise on the
Ministry that computerisation even at this belated
stagec should be undertaken carnestly and
expeditiously so that the computerisation of entire
distribution and allied operations in the enatire coal
industry become a reality by the end of Eighth Five
Year Plan.

The Committee have taken a note of the need being
felt by the coal industry for removal of statu-
tory confrols on pricing and distribution of coal in
view of emerging globalisation, economic
liberalisation and reduction of duty on imported coal.
The Committee have noted that for proper
distribution of coal the coal industry desired to have
a greater say in allotment of wagons by the Railways
and that modifications have already been proposed
by them in the Railway Preferential Traffic Schedule
in this regard. The Committec would like the
Ministry of Railways (Railway Board) to consider the
modification proposed by the Ministry of Coal in the
Railway Preferential Traffic Schedule.
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26.

27.

28.

4.50

4.51-
4.52

4.53
4.56

According to the Ministry the statutory controls on
the pricing and distribution of coal are limiting
factors to its healthy growth. The Committee have
already recommended decontrol of coal prices to the
Government in the previous chapter. However in so
far as distribution of coal is concerned the Committee
are of the opinion that since the market segment in
view of the well defined uses of coal would remain
more or less the same decontrol is not going to serve
any purpose. However, in view of the huge
outstanding as coal sales overdues with power utilities
and other consumer sectors some via-media needs to
be found out to ensure that coal industry is not made
to bear the costs of fallacies and incompetence of its
consumers.

The Committee have been informed that a major
chunk of coal movement is by rail. Transportation by
road which constitutes about 20% comes next. The
other modes used for transporting coal include rope,
belt, MGR/own wagons, rope-ways, etc.

It is also noted that barring distances of less then
10 Kms. the transportation costs through
rail are substantially lower than those for
transportation by road. In view of the foregoing' the
Committee desire that to the maximum extent
possible transportation of coal should be carried out
through rail. Wherever the same is not possible
efforts shold be made to work out such linkages
where rail remains the Principal mode of transport
supplemented by the other means.

The Committee find that the power sector is the
largest consumer of coal in the country. For the
supply to power houses the coal companies follow the
linkages dccided by the Standing Linkage Committee
(SLC). They have also been informed that by and
large there were no major deviations either in
quantity or in the source of supply from the linkage
agreed in the SLC. However, the data furnished by
the Ministry in this regard tells a totally different
story. There are scveral instances as quoted in the
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29.

4.57—
4.63

relevant table where there is not even remotest link
between the actual supply figures and the demands/
linkages approved by SLC. The percentage
satisfaction levels have varied between 3% to 360%.
Such variations in coal dcmands of such a substantial
order taking place do not speak well of the dccision
making of SLC.

The Committee deprecate the unscientific and
unimaginitive way in which thc linkages of this
prccious mincral arc worked out by the SLC. It is’
expected that while working out the demands/
linkages of various power houscs the SLC, which
comprises of scnior officials of Government, would
be considering all relevant factors like the past
requircment of the concerned power-house, its past
performance, capacity rcduction or augmentation, its
current coal stock inventory, ctc.

The Committee thercfore, desire, that they be
apprised of the rationale bchind the linkages fixed in
respect of all the cascs cited in the rclevant tablc in
Chapter IV of this Report. They would also like to
know as to why the actual decspatch were so
abnormally low or high in all these cases.

The Committce further reccommend that henceforth
the SLC should dctermine thc linkages in a more
rational way kecping in mind the genuine
requircments of the power houses. This would not
only climinate infructuous inventory management by
coal industry for supply to power houses but would
also cnable them to utilise these stocks for supply to
othcr needy sectors.

A very scrious matter that has come to the notice
of the Committee is the non-payment of outstanding
ducs by various user scctors to the Coal Companies.
These have steadily mounted from Rs. 3040.98 crores
on 31.3.1993 to Rs. 3837.91 crores on 31.3.94 and
Rs.4219.9 crores on 31.3.95. Power sector happens to
be the biggest dcfaulter in all these years with its
outstanding dues being Rs. 2400.23 crores,
Rs. 305591 crores and Rs. 339268 crores
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respectively during this period. This has crcated a
scrious rcsource crunch for the Coal Companics.

The Committcc have been informed that w.e.f.
1st October, 1991 a ‘Cash & Carry Systcm’ has been
introduccd for power utilitics. Though this system
worked satisfactorily at initial stages, it could not be
cnforced rigorously since gencration of power is
considcred a kcy-input for cconomic growth and coal
supplics had to be continued cven to defaulting
powcr utilitics.

Subscqucently, the issuc of accumulatcd ducs has
also been considered by Committee of Sccrctaries in
March, 1994 which has dccided on a mode of
advancc paymcnt or opcning irrcvocable Letter of
Credit to the tunc of 105% of ‘their past average
monthly billing. After the cnforcement of this
dccision thc Committcc have been told that there has
not been any appreciable incrcase in the outstanding
ducs from the power scctor during the current ycar.

In the opinion of thc Committec the huge un-paid
ducs arc a very scrious situation more so with the
peculiar position the coal industry is faced with.
While on one hand the pricing and distribution of
coal arc under statutory control on thc other the coal
industry is also compeclled to keep on feeding
dcfaulting power utilitics under the pretext of power
gencration being considered a kcy-input for economic
growth. Such excessive, enforced regime has all but
stiffled the commercial instincts of the coal industry.

It is bcyond comprchension as to why the coal
industry should be made to suffer for the fault of
other industrics, however, important they may be.

The Committee note that a bcginning towards
leading the coal industry out of this morass has
alrcady becen made, albeit belatedly, by the

Government and power utilitics are now procuring

coal through -advance payment or irrcvocable LC.
This step though would not allow further
accumulation of dues but like wise it would not also
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help in liquidation of the past ducs which are
mammoth to say the lcast.

While the Committec desire that there should be
1o Ict-up in the payment system being followed for
current procurement, a mcchanism should also be
worked out to cnsure that the outstanding ducs arc
also liquidated in a timc bound manncr and not
exceeding the next twelve quarters at the most. They
also  desirc  that the matter  of rcalisation of
outstanding ducs from the ailing State Electricity
Boards and Power Utilitics should be taken up at the
highest level in the Governmients.
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