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INTRODUCTION

I, the Chairman, Committee on Public Undertakings, having beem
guthorised by the Committee to present the Report on their behalf,
present this Thirtieth Report on Steel Authority of India Ltd—Salera
Steel Plant.

2 The Committee took ev1dence of the representatives of Steel
Authority of India—Salem Steel Plant on 18 and 19 September, 1986,
11, 12 and 13 November, 1986 and 12 February, 1987 and of the re-
- presentatives of Ministry of Steel and Mines (Department of Steel)
m 24 and 25 February, 1887.

3. The Committee on Public Undertakings (1986-87) consndered.
and adopted the Report at their sitting held on 24 April, 1987.

4. The Committee wish to express their thanks to the Ministry
of Steel and Mines (Department of Steel) and Steel Authority of
India Ltd—Salem Steel Plant for placing before them the material
and information they wanted in connection with examination of
SAIL-SSP. They also wish to thank in particular the representa-
tives of the Ministry of Steel and Mines (Department of Steel) and
Steel Authority of India Ltd—Salem Steel Plant who appeared for
evidence and assisted the Committee by placing their considered
views before the Committee.

L
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New DevHr; K. RAMAMURTHY,
April 27, 1967. , Chairman,
Committee on Pudlic Undertakings.

Vaisakha 7, 1909(S).
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1. PROJECTS
@) Swgel

In the year 1960, Tamil Nadu Government initiated a proposal
for the establishment of an integrated iron and steel plant based on
Kanjamalai iron ore and Neyveli Lignite. This was followed by a
visit of East German Experts to Salem in 1960. The team reported
that Kanjamalai ore after adequate processing would be well suited
for reduction in-low shaft furnace using Neyveli Lignite coke. Sub-
sequently large scale tests were conducted in India and abroad and

the tests proved the prospect of producing iron from Kanjamalai
using lignite.

Detailed Project Report (1964) .

1.2-Government of India commissioned M/s. MN Dastur & Co.
(Dasturco) in February 1963 for preparing a DPR for setting up an
iron and steel plant at Salem. The DPR submitted in August 1964
envisaged a plant of about 500,000 t/yr liquid steel y'leldmg about’
425,000 t/yr of Carbon/low Alloy finished products comprising rails,
medium and light structural, merchant products etc. The plant
was estimated to cost Rs. 95.5 crores. The report was reviewed by
Japan Consulting Institute (JCI). JCI confirmed that the project
was technically feasible and econamically viable.

1.3 In terms of an announcement ma%¥ by the Prime Minister in
Parliament on 17th April, 1920, Government of India decided to set
.up a steel plant at Salem. The Committee wanted to know why the
_Government took six years in faking a decision on the question of
setting up an integrated steel plant at Salem The Secretary, De-
partinent of Stedl stated:

“In 1948 after independénce, we started examining the ques-
tion of setting up of a steel industry in this country. Some
studies were done in this respect. On the basis of those
stidies décisions for sétting up three steél plants at Dur-
gipur, Rourkela and Bhilai were taken. This was fn
sarly 50s.

Aﬁerﬂ\atthequaﬁm&ktﬁn(npfuﬂber:udphmm
also examined. ‘Ammberutdiﬂer’:ts!tesmi&nﬁ-
fled as possible sites for location of the plants. These
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included Bailadila, Hospet, Vizag, Goa, Salem and

Neyveli. All of these proposals were in respect
j of integrated steel plants for making steel. While
’ the studies were in progress in 1964 the Government of
Indi? commissioned a DPR-on Salem. One,of the reasons
why the Salem plant was chosen to be the subject of DPR
was that there was somg difference of opinion as to the
technology which should be followed in setting up this
plant. One view was that the plant should be set up
under the traditional blast furnace and the other was elec-
tric arc. In 1964 the DPR was prepared and submitted
by the Dastur & Co. which recommended the latter pro-
cess.

From the time these studies started and subsequent to that
also, another development took place in the steel sceme
in the country. It was noticed that perhaps owing to re-
cession the démand for steel has fallen. In 1964-65 the
consumption of steel in the country was 5.4 million tonnes.
In 1965-66 it came down to 52 MT. In 1966-67 it drop-
ped further to 47 MT. It was only around the year 1970
that it picked up slightly 4 MT in 1967-68. At the same
time it was found that the capacities already installed or
sanctioned for making steel were very substantial. At
that time there was approx. 12 MT of ingot steel capacity
which had been sanctioned and which would produce
about 9 MT of finished steel. " This capacity did not exist
but. decisions to set-up this capscity had been taken-some
were in the progess of being set-up and some had been set
up.”’ '

The type of product that was contemplated at Salem original-
ly was the same type of products in other steel plants.
Therefore, the Government changed its mind about the

* Salem steel plant and started considering setting up plant
for making alloy steel and gpecial steel.” '
Peasidility Report (1971) \

' 14 The Government of India’ appointed Dasturco on 25th Febru-
ary 1971 to prepare a techno-economic feasibility report for estab-
lshment of the steel plant at Salem. This report was submitted in
December, 1971 and -examined by the Department of Steel, Planning
Commission and the Ministry of Finance. It was decided at the
meeting of the Steering Committee on January 22, 1972 that the
Salem Steel Plant might be designed for production of 2,25,000/
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285,000 tonnes/year of stainless steel sheets, electrical steel sheets
and alloy comt.ructional. Carbon constructional and spring steeds,
bars & rods. A

15 The Government of India took an investment decision im’
May 1972 to have an integrated special steels plant at Salem to pro-
duce 195,000 t/yr, strips and sheets of stainless, electrical and other
special and mild steels at an investment cost of Rs. 340 crores.

1.6 In October 1972, Government decided that the Project woul@
be implemented in 2 stages to ensure early commissioning of the
Project and developing a commercial environment in the initial sta-
ges of operation itself.

1.7 Salem' Steel Limited was incorporated as a Governmefit
Company on 25th October, 1972 to establish and manage the Salem
Steel Plant. On the formation of the Steel Authority of India Ltd
(SAIL) on 24th January 1973, Salem Steel Ltd. became a subsidiary
of SAIL.

Detailed Project Report (1974)

1.8 On 28th September, 1973 the Government of India appointed
Dasturco as Consulting Engineers for the Salem Seteel Project for
the preparation of the DPR for the total plant and the detailed eng-
ineering of the Stage I. In the first Stage, a part of the stainless
steel cold rolling mill complex with all the connected facilities was
to be installed envisaging an annual production of 32,000t of finis-
hed cold rolled stainless steel sheets and strips of different grades
and thicknesses, based on the input, purchased hot rolled cofls
The II Stage consisted of all the facilities to manufacture 2,20,000
tonne of finf®hed stainless, electrical and other special and mild
steel sheets and strips.

1.9 The Committee were informed in a note that subsequent %o
the petroleum crisis of November, 1973 and the resulting tigh%
finapcial position, sufficient funds could not be made available hy
the Government of India for the implementation of the project an@
due to inadequate budget allocations for the year 197475, 1975-T$
and 1976-7'{, the construction work had to be slowed down.

~ 1.10 The DPR was submitted by Dasturco in December, 1974 and
this report was examined by an Exvert Committee appointed by
SAIL, which approved the DPR with some minor modifications.
Subsequently Dasturco submitted in April, 1976 a Supplementary
DPR (SDFR) on the use of Kanjamalai magnetite iron ore and the
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BDPR was examinéd by an Expert Committee appointed by Sﬁ!l..
The Béard of Directors of SAIL approved the DPR along wlth the
recommendations of the Expert Committee in January, 19"{7

1.11 The Public Investment Board approved the DPR and clear-
&d the First Stage of the Project in February, 1977. On 13th Maich,
1977 the Government of India approved the DPR for the total plant
estimated to cost Hs. 56C crores. However, the investment deci-
sion to go-ahead only with the First Stage of the Project for the pro-
duction of 32,000 t per year of stainless steel sheets/strips costing
Rs. 126.81 crores was announced. The First Stage was to be com- -
Pleted and commissioned by September, i981 i.e., 54 months from
the “Go-ahead.” This was completed as per schedule The plant

commenced its commercial production with effect from 13th March,
1982 -

llzhked about the tees paid_ for the preparation. of FR/DPR.,
8SP furnished the following figures in a written reply:

DPR (1964) . .. .. Rs. 9 lakhs
FR (1971) .. . .. Rs, 3 lakhs
DPR (1974) . .. .. .. Rs. 25 lakhs

113 While the Stage I of SSP project was completed as per
schedule, the Committee noted that there was considerable ocost
over-run. The project which was originally estimated to cost Rs.
126.81 crores was now anticipated o cost Rs. 187.36 crores.. There
has thus been escalation in the total cost to the tune of 48 per cént of
the original estimates. Asked to indicate the factor-wise analysis for
the increase in cost SSP stated in a written reply that as against
the original cost of Rs. 126.81 crotes for SSP Stage-I the Govern-
ment of India approved the revised cost of Rs. 18119 crores during

November, 1982. The broad break-up of the difference in estimates
" is stated to be as follows:

1. New lteme mot envimged in DPR . i BT Y
2, lluﬁmuymdu aﬂulwhoﬁﬂhthmwnl

23Nt el 13-42
3. intena dnriu eoummnn not m‘cd in the ommnl sape- 07
i.‘ Pme eluhtlon e e e .' . e . 197
S. Taxes . . . . . . . . ‘J‘
& Cenge in mma . e e e e ()09
7. Others . . . . . . . (=417

Torar . . . Lo . . . . 54-38
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1.14 It has been stated by SSP that after the approval of revised
cost estimates in November 1982, it was estimated th#t the final
project cost on completion would be Rs. 187.36 crores. The diffe-
tence of Rs. 6.17 crores over the revised sanctioned cost was main-
ly due to capitalisation of pre-production expenditure (Rs: 443
crore), the cost of railway siding (Rs. 1.40 crore) and. net increase
in other budget heads (Rs. 0.34 crore). Subsequently, it was deci-
ded that the increase in the project cost would be absorbeq from
the internal resources of SAIL keeping the final cost of SSP Stage-I
st Rs 18119 crores. '

115 Jusufymg the cost-escalation, the Chairman, SAIL stated
during evidence: ,

“The cost of the plant ‘during this period went up by about
Rs, 60 crores. From about Rs. 126 crores, it went up to

Rs. 180 crores It so happened becauseas we went on, a

few_ facilities which were not originally included had
been added over a period of time. The expenses on Cus-
toms duty have to be paid. Rs. lzsmmwuapproved
in 1977. Over a period of time, it went up to Rs. 187
crores, out of which Rs. 6 crores were abaorbed in our
own operations. The final sanction was Rs. 181 crores.
We have given' the Yeasons for cost increue during this
period.  Most of 1t is justified” ~ ' -

(b) Stcond Sem!z'mur Milk

1.16 The first stage of the project commissioned in Septemblr
1981 consisted of one Sendzimir mill and other infrastructural faci-
lities. The Committee noted that whereas the capacity of stain-
less steel cold-rolling at SSP was only 32,000 tonnes, supporting
facilities like annealing, pickling, etc. were .geared for capacity
of 65,000 tonnes of stainless steel cold-rolled products to cater to 2
Sendzimir mills. Consequently equipment and facilities worth
about Rs. 75 crares were lying unutilised. . The dormant invest-
ment is a burden on the viability of the plant by way of substantial
interest and other charges. Referring to the dormant investment
of Rs. 75 crores, a representative of SAIL said, during evidence:

“Rs. 75 crores is an investment for the first phase, which we
mdfte out of Rs. 181 crores. This Rs. 75 crores invest-
ment has also been made because the second phase was to
follow 15 months after that. Otherwise the facilities
available with this phase could not be built afterwards

-~
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. when the plant s in working condition. It should be
bilt togetber.”

* The Committee were informeq in a note as follows:

“The proposal on installation of second Sendzimir mill was
eriginally approved by the SAIL Board in 1978. During
the discussions on this proposal with the appraising
agencies of the Government of India, the -proposal was
considered as well conceived and financially attractive.
However, a decision on the proposal was deferred on ac-
count of resources constraints.”

SAIL informed the Committee that SSP had to bear Rs. 105
_erores annually as interest and capital related charges on dormant
investment.

1.17 Informing that there was an undue delay in sanctibning
the second Sendzimir Mill (‘Z’ Mlll) the Chairman, SAIL said

during evidence:

“The basic assumption was that the second phase would be
automatically taken up soon after the completion of the
first.  Until the market gets built up, there is no point
in having investment on both the Mills. - But what hap-
pened was, the market get built up, but there was undue

" delay in taking up the second phase”

1.18 The details bf the demand assessment for stainless sficel
spade by SSP/SAIL in July 1986 are given below:
(In tonnes)

1985-86 1986-87 1982- 89

Bstimated demand . . . . . e 158,000 175.918 262,390

SSPshare . . . .. .. . . 22,000 29,585 . 73,010
Actual sale . . . . . . . 21,870 .. ..

" 119 SAIL stated in a written reply that the demand pat'oemm
future would be in the area of irdustrial sector as given below which
ean be met only by SSP: -

. — -

-

tyr
Coinage . - . - . . . 15,000
Railways . . . . . . 15,000

Autormobiles - . . . SR 3,000
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1.20 It has been claimed that considering the market growth and
the new applications, the demand for stainless steel would be
more than the installed capacity of SSP even after the installation
of Second Sendzimir Mill.

121 The Committee observed that SSP achieved 94 per cent capa-
city utilisation in 1985-86 and 107% capacity utilisation during the cur-
rent year as indicated elsewhere in this report. On being enquir-
ed whether in the event of the second ‘Z’ mill not being sanctioned,
the increased demand will necessitate imports, a representative of
SAIL said:

“Yes, in its form or as substitutes.”

122 When the Committee enquired about the approximate
value of such imports, the witness said:

“Rs. 48 crores approximately per year.”

1.23 Stressing the need for the second ‘Z’ mill the Chairman,
SAIL said:—

“It makes the existing operation more economical and viable.
It reduces immediately the cost of manufacture by Rs.
4,000 a tonne. In addition, it also meets the incremental
requirement of stainless steel which is required arising
out of the Railways’ need for use of more stainless steel
in their coaches or in respect of coins being made out of
stainless steel rather than’ the more expensive nickel.
‘To that extent, it is a kind of foreign exchange saving
because the Mint as well s the Railways are going to
import stainless steel sheets as such. So, it has the
double advantage of reducing the import of stainless steel
sheets and also reducing the cost of manufacture.”

1.24 The Capital cost of the 2nd Sendzimir Mill was originally
estimated at Rs. 50.7T crores — this has reportedly been updated in
February 1986 and the updated cost is stated to be Rs 61.68 crores.

1.25 On being enquired about the delay in sanctioning the second
Sendrimir Mills, the Secretary, Department of Steel stated in ewi-
dence:— C

“Sir, actual investment desision of setting up capacity for the
second mill is to take into account if we produce more of
this type of stainless steel or alloy steel, there will be a:
market for it and it will be sold or not. The assessment
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of the demand for stainless steel has been made by the
Working Group which was set up in 1982. That Work-
ing Group has given an assessment of demand upto 1989-
90-for stainless steel. . According to this assessment of

demand, there will be a requirement of 1.55 lakh tonnes
stainless steel in 1989-90.

The report of this.Working Group is being updated because
it was done in 1982 and we recognised that some of the
figures will be challenged from the additional demands
indentified including the two required for the Railways
which is perhaps 20,000 tonnes of steel for making

ooaches and for making steel coinage, which is about 6
to 7,000 tonnes.”

126 Stating that the working group has almost completed the
study, the witness said (on 24-2-87):—

“We will be able to give it next month. Study was taken
up six months back®

127 The Committee pointed out that already there had been
considerable imports of stainles steel, which could have been sup-
plied by SAIL and enquired whether the installation of second ‘Z’

mill would not cut down the imports. In reply, the Secretary, De-
partment of Steel conceded:

“I agree that some of the imports would be cut down if the
production is to be incremd.” -

nlewitnesahou.id

“It i8 our objective that any capacity that can be built up to
cut down import should be huilt up.”

1.28 Regarding mstallatxon of second ‘Z’ mill, the Secretary, De-
pnrtment of Steel said:

“The hme for taking a -decision on the second sendzimir mill
has come only now.. It is not as though earlier there
were grounds on w}uch a‘decmon could be taken” -

1.29 Asked, if there was no ground to consider about the second
sendzimir mill, what were the reasons for the investment of Rs. 75
erores having already been made ﬂ:e mf.ness said:—

“In the initial stages ‘when the investment was ;anchoned
itwase:;pectedthatwithmareasonabletime ﬁxerequlre-
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ments of the second Sendzimir mill would be established
and it would be set up. But there were two factors
which stood in the way. ‘One of them was the con-
straint of resources and the second thing was that the -
amount of money which we had asked for in the Seventh
Plan was much more than what we got.” '

1.30 On an enquiry whether the Department did not foresee the
“financial constraints or the demand position at the time of investing
Rs. 75 crores, the witness said:— ‘ .

' “We were hopeful that we would be able to put up the
second Sendzimir mill. But the fund position did not
allow us.”

He further stated—' :

“When we apphed for funds for the 7th plan requu'emEnts we
had made a request of about Rs. 70 crores for putting up
the second Sendzimir Mill. During the discussions a view
was held that the demand projections for Stainless Steel’
does not justify ‘the creation of additional capacity for
making stainless steel. Therefore, this project was not
given priority.

The second point is that only in July last year SAIL has told
us that even though the Government had not provided
funds for this, they will be able to provide funds from
their own mtemal resource generations as well as from
borrowings in the market. Now that the SAIL has
made this suggestion, if the-money is available and if the
‘demand figures justify it, there would be a very strong
case ‘to sanction the second Sendzimir mill”

"He also pointed out:

“Before a final decision. is taken, we still have to convince
: the Planning Commission. The final decision does not
_rest with the Department of Steel. The final decision is
subject to an overall plan approval by the Government.”

-

131 The witness, however, mentioned in another context:

“If the amount is upto Rs. 100 crores,.under a very recent
decision that investment decision would be approved by
the Ministry itself—Department of Steel.”

‘608 LS—2
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@32 Asked what was the rate of growth of demand for stain-
less steel, the witness said: -

“It is about 8 per cent.”

0

1.33 When the Committee pointed out that at the rate of 8%, the

. additional demand in three years’ time would be to the tune of

36,000 tonnes and there was Justlfxcatxon for ‘going in for the second
mill, the witness said:

“There are people in the small scale sector also who have
some capacity. So, we need to take into account their
capacity also along with Salem capacity before we take
a final decision on inv‘estment." °

The witness also said in this conection:

“The demand from the new centres like Railways and the
~ coins will also build up slowly. In the case of coins the:
demand will come only after the new mint is established
because the existing mint cannot use stainless steel. The -
new mirt establishment will take two to three years.”

1.34 Asked about the time likely to be taken for estabhshmg
second Sendzimir mill, the witness said:

~

“It is about two years time.”. -
The witness also asserted: *
“We will be able to get it established before the demand out-
strips.”

1.35 Asked whether the Ministry could assure the Committee
that the chances of putting up the second Sendzimir mill with the
existing idle investment were very much bright snd that it would
take place soon, the witness said:

“T would very much like to be able to say ‘Yes’ to that ques-
tion. I would only crave for g little time to get the
report of that Committee: If it is a marginal case of

. demand and availability, we will certainly stretch the
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sanction to second Sendzimir mill. But despite wanting
to say, to give an indication ‘Yes’, we w1l] certa.inly take
| it up ,

(c) Stage-lI

1.36 The Committee were informed in a note that SSP was origi-
nally envisaged to be created as an integrated Steel Plant with iron
and ste€l melting facilities. However, the steel plant has come oniy
in parts ie. cold rolling mill complex only based on the concept of
backward integration. The Committee noted in this connection that
the approved DPR envisaged commissioning of State 1I of the pro-
ject i.e. backward integration within 15 months .after commissioning
of the first stage. During the course of oral evidence, the Chairman,
SAIL said in this connection: ’ !

“We believe that the Plant could be incomplete unless the
second phase is also taken up and completed as quickly -
as possible. Here again, once.a project is concelved, there
is no point in stopping it half-way and we should take it =
to its logical end and complete it as quickly as possible
but this depends upon the relative priorities which the
Governtnent have in their mind and to what extent the

« resources are available.” -

1.37 Asked what were the economic gains including foreign .ex-
charige savings expected to accrue to thg country as a result of the
xlmplementatlon of Stage-II of the project SSP stated in a written
reply that implementing of stage-II of the Project is expected to
YIQd the following economic gains: |

“1. As per approved DPR submitted by M/s. MN Dastur & Co.,
the average annual savings in foreign exchange fis
Rs. 100.80 crores and internal rate of return ig 10.3%.

2. Reduchon in’ cost of production of stainless steel leadlng tp
“better marketability.

Other advantages which cannot be quantified are given below:

‘(1) To give inpetus to industrial growth in the southern
;eglpn.

(i) To manufacture varieties of steel products for which the
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demand in the country is increasing and could not be met
by the current internal production, |

(fii) To provide direct employment to a good number of per-
sonnel at Plan and indirect employment to many in feeder
and ancll.laly industries.”

138 Reﬁemng to the Prime Minister’s announcement in Parlia-
ment on 17th April, 1970 the Committee enquired whether the inte-
grated steel plant has been set up at Salem as announced by Prime
Minister. In reply, the Secretary, Department of Steel" said: -

*“The complete plant which was originally contemplated to be
set up was not set up but only a rolling mill scheme was
set up. The rest of the things remained as per the origi-
nal concept. That has not been implemented.”

1.89 The Committee asked, if a statement made by the Prime

. Minister on the floor of the House is not carried out in action, what
sanctity would it have. The Committee also wondered whether the
constraints presently being attributed for non-implementation of the
integrated plant could not have been foreseen and discussed before

. an announcement was made in Parliament. The Secretary, Depart-
ment of Steel said in reply:

“When an announcement of this kind ig made, it represents
the decision in principle to set up a plant at a certain loca-
tlon, After that all the detailed work has to be done to

- prepare technical details. The announcement is made in
very much broader terms.”

1.40 Asked whether iron ore from Kan]amala.l region is Jbeing
nsed in SSP nmow, the Secretary, Department of Steel said:

“No, Sir. In Salem we have not set up steel making capacity
and that is why we are not using that raw material.”

141 The Committee enquired whether it is not the responsibility
of the Government to see that the project for which investment
decision had already been taken in 1972 is implemented at the ear-
"lest and if so, how the Government would explain the implemen-
tation of the project in piece-meal without setting up the integrated '
steel plant as originally decided. The Department of Steel stated
in a wrltten reply as follows: —
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' “Government of India took an investment decision on the pro-
ject at ‘Salem in May 1972. It was also decided to execute
the project in following two stages: ° -

(a) Cold rolled sheets imported hot bands (work stage);

(b) Production of electrical and special steel as well a8 iron
making facilities (Plant stage).

It has been noted that project authorities themselves have
been in favour of implementing the projectin two stages.
The work on Stage-II was to start from 12 to 21 wsonths
"after Stage-I so that adequate experience could be gained
in the operation of cold rolling ‘and associated factlities.
The Department of Steel sought approval for going ahead
with Stage-I only as it was felt that with the options
available within the country, the proposal for producing
HR stainless steel bands and electrical steel should be -
examined from technical and economic angle, It was also
held that the cost of operations, such as producing these
materials at RSP and ASP, Durgapur should be examined
and compared with the techno-economic of Stage-II of the
SSP. It was also felt that there was not enough demand
for stainless steel strips especially for sanctioning both
" the Z mills. It was expected that after work stage in com-
* pleted in 1981, the Government would take a decision en
the plant stage as well. However, when ASP, Durgapur’s
expansion was discussed in 1980, the question for the link-
age of SSP with the proposal for Stage-IT expansion of
ASP, Durgapur was considered, the indigenous supply
source for hot rolled stainless steel coils for SSP was kept -
in view.” ' .

1.42 The Department of Steel stated in another context in a
written reply that the rationale for deferring the second stage was
1o (a) take advantage of the advancing technologles and (b) adverse
funds position. IR 7 |
»~

143 Emphasising the need for backward integration of SSP, the
Chairman, SAIL said during evidence: -

“SSP has. been planned for producing a better quality of steels
which are al] required in the country, Now one wants to

¢ go in. for advance and better quality of goods. From that
point of view I think, initially setting up of the plant was
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meant to serve that purpose. And fortunately it turned

out to be a more advanced culture. If you want to capi-
, talise on it, having @eveloped this type of infrastructure,

I personally believe that the time should not be lost to-

bring that to whatever size (Second stage) . . . We can

do it in the best manner without straining any of the re-
sources of this country. We should , establish "another
sendzimir mill and associated facilities...The next stage
is to go backwards to producing steel itself. That is what
I suggest should be done. But if this opportunity is lost,
I am not sure whether we will be able to get the same -
_amount of healthy atmosphere in the plant again and

over a period of time there is a chance of its becoming a

routine organisation.”

1.44 Asked what exactly was the reason for not taking up the
Stage-TI given five years after commissionirg of Stage-I, SSP. stated
in a written reply:— .

“Stage-Il of the plant has not been taken up due to. resource
constraints, Further as the DPR was prepared in 1974 it
was felt that the DPR has to be updated taking into
account the technological changes in the areas.of steel
making and hot rolling. Accordingly, the assignment of
updating of DPR was given to Centre for Engineering and
Technology (CET), the design wing of SAIL. CET have
since submited the report which is under scrutiny....”

1.45 Asked about the estimated cost of the Stage-II, SSP stated
in a post-evidence reply that the updated DPR envisaged backward
integration upto steel making stage with second sendzimir Mill, Cold
rolling mill, a steckel ngill, steel making by EAF process and dther
auxiliary facilities at an estimated cost of Rs. 821.72 crores, for pro-
ductfon of 1,80,000 t/yr. The product-mix envisaged was electﬁ’cal
steel (60,000 t/vr.) stainless steel—Hot rolled (5000 t/yr.) and cold
rolled (65,000 t/yr.) and carbon special steels (50,000 t/yr.).

148 In addition, an ‘'exercise has also reportedly been made for
limited backward integration upto hot rolling facilities with second
sendzimir mill, a steckel mill and other auxiliary facilities at a cost
of Rs. 41247 crores for production of 195000 t/yr. Under this
limited variant, the product-mix envisaged was carbon steel (1,25,000
t/yr.) and stainless steel—Hot rolled (5,000 t/yr.) and eold rolled
(65,000 t/yr.). It was also stated that the scope and estimated cost'
may mgdergo changes after scrutiny by various agencles.
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1.47 On being enquired whether the updated DPR has been con--
sidered by the SAIL Bo‘ard, the Chairman, SAIL said:

“For the last two years the SAIL Bohrd has ben examining
as to how best the original objective can ,be - achieved.
From the economic angle we want to see whether it is a
viable proposition so that we go back to the Government
with certain investment propositions. This exercise has
been done recently We find. to our dismay that because
of the input cost having gone up, more or less the return
is not adequate for us to go back to the Government justi-
fying the investment of Rs. 800 crores which is only for
achieving the original objective.”

The witness also said:

-“I do not think we have come to any conclusion. Different
alternatives are being thought of. Even if we do not
" start with the Steel making with the expertise and infra-
structure that has been developed, this will certainly be
a very good centre for re-rolling and production of a large
variety of high quality steel and lot of sophisticated cpld

rolled products.”

1.48 “The Department of Steel stated in a written reply that the
DPR for the Salem expansion project as updated by CET did not
give a very bright picture of its techno-economic viability.

1.49 The Comrhittee noted that the Government proposed to have
a Memorandum of Understanding with SAIL and asked”what was '
the procedure and time limit for the project clearance with particular
reference to Salem promgt as laid down in the Memorandum of
Understanding, the ‘Secretary, Department of Steel sald: .

. “There is no specific reference to any particular project. But
. the Memoranda of Understanding hcludes the fact that -
the Ministry is competent to sanction a project .costing

upto one hundred crores and because of the delegation of
powars being given to the Ministry as part of the Memo-
randum of Understanding scheme, we will now be able to
sanction Salem project without going to the Planning
Commission or the Finance Ministry or the Cabinet. In
respect of SATL, they are to intimate to us what the in-
vestment decisions are and what the project needs apd

what they will spend for during that year, those will be
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incorporated in the Memoranda. of Understanding. Simi-
larly, there is an obligation on the part of the Government
to clear investment decisions within a specified period.
“The approval for investment would be given by the Gov-
ernment within 12 wee

¢t
The witness also informed:

“The Memorandum of Understanding comes mbo force on 1st
April, 1987.” L -

150 The Committee. observed that a press statement made by a
member of Parliament pointed out that the integrated.steel project
for Salem had been cleared at the highest level. On being enguu'ed

about the factual position, the Secretary, Department of Steel
stated:

'mf\

“As far as the Ministry is concerned, there is no clearance fer
setting up a complete integrated steel plant.”

The witness also stated: ’

“A proposal was received that a joint sector project should be

set up to complete the plant by setting steel making facili--
ties also.”

‘151 Asked how the proposal emanated, the witness said:

“The proposal emanated from a Member of -Parliament in
which some details of the type of amenities proposed to
be covered are given.' The estimate was given that the
investment cost in’this would be Rs. 100 crores, etc, But
there are no details as to who would be the collaborating
party, who would be the shareholders and from where, the
money will come.” .

1 .52 In reply to another query whether the proposal for a joint
sector project in SSP would be within the purview of the Industrial
Policy Resolution, the witness said:— |

“In the case of making of steel through the electric arc fur-
naces, it would be possible to have a joint sector project
without violating the Industrial Policy Resolution.”

153 The witness, however, stated that only the qutiine of the

proposal had been received and it did not contain enough detalls.
He also eaid:

“It seemed to be a much lower investment cost than what was
required to complete the project. Therefore, this matter
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in any case led to other problems. Whenever.a portion
of the plant’ is owned by SAIL, can you have a residuary
pertion owned and set up by the different agencies at the
-joint sector orgamsatlons’ level? So, these were the type

of problems which we. prima faae face 1n processing the
project.”

Referring to the proposal the witness also said:

...... It is not practicable for us to set up facilities for a.lioy
at one place and another type of steel at another place and

try to integrate the two. I do not think, it is a practical
proposition.” .

(d) Ancillary Industries

1.54 The Government of India has been laying emphasis on deve-
lopment of ancillary dndustries and prefefential treatment for Small
Scale Industries by Public Sector Undertakings. The Committee
observed from the information furnished to them that the objec-
tives of establishing the S{eel Plant in Salem inter-alia were:

(i) To give impetus to industrial growth in the southern re-
.gion. ) /

(ii) To provide direct employment to a good number of per-
sonnel at plant and indirect employment to many times
the number at Plant in feeder and ancillary industries. -

1.55 The Committee wanted to know how many displaced per-
sons have been employed in SSP and on what criterion, the Execu-
tive of Director of SSP said in evidence: A

“The criterion is one per family as per our requirement. There -
are about 3000 families there who are displacedq and
among them those who have some educational background
are very few and most of them had no educational back-
ground at all. Out of 3000 people, only 560 people regis-
tered with Employment Exchange and most of them are
unskilled. This is a sophisticated plant and, therefore, we
have not been able to hire all the people. We have offer-
ed positions to those who have the background. That

means, about 20 per. cent of non-executive strength have
been offered posttions.

Tt was also stated that the present eﬁ)ployment in SSP is 1200

(218 executives and 982 non-executives) and out of 982 non-
L — el .
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executives, 192 are actually displaced and djspossessed
from their land and the rest are local p’eoplg.”

1.56 When the Committee wanted to know what type of feeder
and ancillary industries were contemplated and whether they have
come into being, the Chairman, SAIL explained:

“The Steel Plant itself offers a good opportunity for various
service industries which in turn generates employment
avenues. But unfortanately, in respect of SSP only a

small segment of the project has been taken up and com-

’ pleted It will not give a correct impression of SAIL or

> the Salem Steel Plant’s operation to look at this point of
time when only the most sophisticated of its operations
are set up which call for highly skilled manpower require-

. ments. Only this cold rolled sheets manufacturing facility
{ has been commissioned. The other %ection of the plant
would have certainly offered more employment opportuni-
ties to the locals. It would offer a lot more of opportuni-

ties to the service industries and the yp-stream and down-"

stream units—namely iron-making operation and steel
making operation which call for a certain type of ‘people.
Unfortunately that has not been taken up.

1,57 Elaborating the efforts taken on achieving this objective SATL.

stated in a written reply as follows:

“Although there was only limited scope for ancillary indus-
tries, it was nevertheless felt that SSP shguld go ahead
initially with the formation of Plant Level Committee,
Soon after the commissioning of the Plant in March 82,
Plant Level Committee was constituted in December, 1982.
Based on the decisions taken at the Plant Leve] Com-
mittee, an Exhibition-cum-Buyer-Seller meet was arrang-
ed in March '83.to generate necessary interest among the

. k qutrepreneurs of Salem ‘and surrounding districts to meet
Salem Steel’s requirement of consumables and spares,
although by this time, SSP had started procuring materials
as well as services from Small Scale Units in and around
Salem. The Plant Level Committee has been meeting
regularly to review the progress. Apart from this, SSP
has’also been giving preference for purchases from Small

Sule Industries.”

<
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1.58 Regarding the constrmnts in developing Wncillary industries
-SSP stated as follows: .

“The main constraint is the ban on setting up of down-stream

units and expansion of existing units for manufacture of

¢ stainless steel articles in -othe} than backward districts.

Salem is not a backward district. At the instance of

" Salem .Steel Plant, the Minister for Rural Industries,

Government of Tamil Nadu who inaugurated the Exhibi-

tion-cum-Buyer-Seller Meet agreed to take up the matter

with the cohcerned authorities for grant of exemption for

Salem District for development of industries based on
Salem stainless steel in and around Salem.”

J

1.53 When enquired whether the matter was pursued further in
order to get exemption for Salem Dlstnct the Chairman, SAIL
-admitted in evidence: ‘ )

“The matter has not been pursued further, I would promise
the Hon. Members that I will pursue it rigorously and try
honestly to implement it.”

"The witness, however, expiained:

“The Company’s philosophy has been to provide employment
to the local people and generate as much of ancillaries as
kposmble so that all the requirements of the factory are
procured from the local people and t6 provide material
to the local industry as much as possible. In varying
degrees this has been implemented. I cannot claim that
this has been implemented in -its entirety. Implementa-
tion of this is not entirely left to the plant management.
Plant management can do certain things, but development.
of industry depends partly on entrepreneurship of the
local people and also on what action the district authori-
ties or the State authorities who are responsible for this
type of development have taken. It calls for a bit of co-
operative endeavour between the State administration and
the local entrepreneurs...... I would give an assurance
that when I go back I will see to what extent this objec-
tive can be fulfilled.”

1.60 The Department of Steel stated in a written reply that the
Development Commissioner, Small Scale Industries (DGSSI) im-
posed a ban in September 1976 on setting up of new units and expah-
sion of existing units for manufacture ‘of certain stainless steel pro-
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ducts and steel re-rolling due to shortage of right quality of stain--
less steel and uncertainty of market, This ban was, however, relaxed.
on 2-7-1983 and subsequently all the restrictions “Were removed on.
19-7-1983. T

1.61 The proposal for the establishment of an integrated iron
and steel plant based on Kanjamalai ore and Neyveli Lignite was
initiated by Government of Tamil Nadu far back in 1960. I.:ater
Government of India got a Detailed Project Report (DPR) prepared
in August 1964. This report was reéviewed by Japan Consulting
Institute (JCI) which confirmed that the project was 'technically
feasible and economically viable. It took six years thereafter for
‘the Government of India to take a decision in favoyr of sdtting up
of the plant in terms of the announcement made by the Prime Min-
‘ister in Palriament on 17th -April, 1970. The inordinate delay in
taking a decision on the/ project was stated to be dae to recession
in demand for steel during the sixties. The Committee fail tq
understand how the DPR and JCI, which in all probability should
have taken into account the demand position obtaining in the coun-
try at that time, declared the project economically viable. The
Committee were surprised to hear from the Secretary of the De-
partment of Steel that the DPR in 1964 was prepared at a cost of
Rs. 9 lakhs just to ascertain on the technology to be adopted for the
project. The Committee feel that the expenditure of this magni-
tude and preparation of a DPR for this purpose was hardly justiﬁed\.

1.62 On the basis of a fresh feasibility report, an investment
decision was taken by Government of India in May 1972 to have an
integrated special steel plant at Salem at an estimated cost of
Rs. 340. crores. The investment decision was, however, not follow-
ed immediately by implementation of the project for want of Gov-
ernment sanction. Some time later Government decided that the
project would be implemented in two stages, the first stage consist-
ing of a part of the cold rolling mill complex for production of
32,000 tonnes of finished cold rolled stainless steel and the second
stage consisting of ,all the facilities' to manufacture 2,20,000 tonnes
of finished stainless, electrical and other special and mild steel
sheets and strips. More than a year after taking the investment
decision Government commissioned a consultant agency for the
preparation of another DPR. The DPR was submitted in December,
1872 which put the estimated cost of the total plant at Rs. 560 crores.
The Government, however, approved the DPR only in March 1977
and announced the investment, decision to go ahead only with the-

- first stage of the project which was estimated to cost Rs. 126.81.
€rores.
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163 ‘The Committee find that though there was prolonged delay
in clearance of the project by the Government, happily there was no
delay in the execution of the 1st stage of the project by the Ssp
management. The first stage of the Salem Steel Plant (SSP) Y¥as
completédd in September, 1981 as per sg:hedule and commercial pro-
duction started in March 1982, In Cbmmittee’s view this is some-.
thing commendable considering the fact that the declay in execution
of projects has been the common occurrence in most of the public
undertakings. There was, however, escalation in the cost of the pro-
ject which went up by Rs. 54 crores due to price escalation and due
to certaln omissions in the original estimate.

1.64 The Committee were startled to know that the infrastructure
facilities worth Rs. 75 crores have been lying idle for many years
in SSP due to delay:in sanction of the second ‘Z’ mill by Government.
While the first ‘2’ mill established in the first stage of the project was
for a capacity of 32,000 tonnes, the supporiing facilities were report-
edly geared up for a capacity of 65,000 tonnes to cater to two ‘Z’
mills. The installation of the second ‘Z’ mill was envisaged to be
taken up soon after the completion of the first stage in September,
1981. This has, however, not been sanctioned by Government so far
reportedly due to resource constraint and magket constraint.
SAIL has informed the Committee that SSP had to bear
Rs. 10.5 crores annually as interest and capital related charges on
this account. The Committee wonder how these factors were not
taken into account by Government before taking a'decision on the
investmeint. A developing country like ours cannot afford to keep
- huge capital investment idle for many years, The Committee hope

that at least in future the Government will exercise greater carel in
bhandling major projects like this. .

1.65 Having created capacity which has been lying idle for years
together thel least the Committee can expect is that mecessary steps
to activate the idle capacxty would be taken at the earliest. The Com-
mittee’s examination has revealed that though SSP initially faced
market constraint on account of its high product cost, this problem
has beeh overcome to some extent and SSP has now projected its
demand estimates which fully justify the immediate sanction of the
“second ‘Z’ mill by Government. According to the SAIL’s assessment
of demand for stainless steel, there would bel an additional demand
-+ of over 86,000 tonnes by 1988-89. SSP has stated that the emerging
demand. in the field of coinage. Railways, etc, totalling 35,000 ton-nes
could be met only by SSP failing which it would: neécessitate im-
ports of the order of Rs. 48 crores amnnually. SAIL has even pro-
posed to meet the cost of the 2nd mill which is estimated at Rs. 62
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crores from its own resources generated internally. Government are, -
bowever, reluctant to take a decision regarding sanction of the mill
till the demand assessmemts for stainless steel in the country have
been updated by a Working Group, which is currently making a re-
mssessment. The Committee would like to be infermed of the out-
come of the.assessment made by the Warking Group and the deci-

sion taken by Government in regard to sanetion of second ‘Z’ mill-
for SSP.

1.66 The Committee note that according to a recent decision the
sanction of projects costing less than Rs. 100 crores is within the-
poweérs of the Ministry of ‘Steel and Mines (Department of Steel).
The Committee strongly feel that the Ministry of Steel & Mines
(Deptt. of Steel) should sanction the second ‘Z’ Mill ‘without any fur-
ther delay keeping in view the need to utilise the scarce resources
blocked up in the dormant investment. &

1.67 The Committee regret to note that the Stage-Il of SSP’
which was expected to earn an internal rate of return of 10.3 percent
and effect foreign exchange savings of over Rs. 100 crores annually
has not been implemented so far. The Committee are aldo concern--
ed to note that non-execution of Stage-II has vitiated the opera-
tional economics of Stage-I on various counts as dealt with in the
Subsequent CHapters. Regrettably no 'serious attempt seems
to have been made by the Government to fully implement
the Prime Minister’s »announcemeht‘ made in Parliament as
early as in April 1970 regarding establishment of an integrated steel
plant at Salem. The Department of Steel has stated that
the Stage-Il of SSP was deferred .to take advantage of
the advancing technologies and due to adverse funds position. The
Committe€ are hardly convinced of these reasons. One cannot. wait
indefinitely for taking advantage of the advancing technology which
1s an unending and continuous process. Om the contrary an internal
mechanism could have been devised to keep abreast of the latest tech-
nology in the field. Regarding the funds position, the Committee do
not think that the Prime Minister’s announcement in Parliament
would have been made witheut taking this vital aspect into account.
All this leads the Committee to conclude that the inordinate delay
in taking up the project was due to lack of will on the part of
Government.

1.68 Having.delayed the exccution of the project for over'n decade
after the approval of the DPR, no wonder doubts have now been
raised about the techno-economic viability of Stage-II. The Com-
mittee have been informed that the updated DPR has envisaged two
variants—one fol_' backward integration upto steel making stage at
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an estimated cost of Rs. 822 crores and another for limited back-
ward integration-upto hot rolling facilities at an estimated cost of
Rs. 412 crores. The Committee in this regard note-the strong plea
of Chairman, SAIL for going in for backward integration of SSP.
The Committée would urge that the updated DPR should be examin-
ed by SAIL expeditiously and necessary action taken to take up
whichever proposal is considered attractive from 'techmo-economic
argles. The Committee note in this connection that according to
the Memorandum of Understanding (MOU) which was expected . to
come into force on 1st April, 1987 there is an' obligation on the part
of .the’ Government to clear within 12 weeks, the project proposals
incorporated in the MOU. The Committee hope that this will en-
sure sanction of Stage-II of SSP by Government without undue

delay as in the past.

1.69 Incldentally it transpired during the ex&mmatlon of SSP
that a proposal. has heen made for backward mtegratlon of the plant
under joint sector. The Secretary, Department of Steel claimed be- -
fore the Committee that it is not a practical proposition. The Commit-
tee are also of the same view and would like to be informed of the
final outcome of the examination of the proposal by Government

and its reaction. .

1.70 One of the objectives of setting np of SSP was stated to be
to provide direct employment to 2 good number of personnel at plant
and indirect employment to many times the numher at plant in
feeder and ancillary industries. The Committee are distressed to
find that precious little was done to accomplish this objective. Ac-
cording to Chairman, SAIL the integrated steel plant envisaged
originally could have offered a lot of opportunities for development
of feeder and ancillary industries. This again underlines the urgent
need for backward integration of SSP in the context of accomplish-
ing this objective. Potwithstanding this, the Committee received an
impression that sufficient efforts have not been taken to achieve
whatever possible with the limited scope that the present plant
offers in regard to the above objective. SSP claimed that the ban
by Government on setting up of new units and expansion of existing
units for manufactire of stainless steel articles was the major cons-
traint in this regard. The Department of Steel however, informed
the Committee that this ban had been removed as early as in July .
1983. The Committee hope that as assured by Chairman, SAIL vigo-
rous efforts would be made in cooperation with the State Govern-
ment authorities to exploit the entrepremeurial talent in the local
people and thereby move towards fulfilling this objective to the
extent possible. - -
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" 171 The Committee regret that out of 3000 families displaced on
account of land acquisition for the SSP only.192 could find job in
SSP though 560 people had registered with the Employment Ex-
change. It has been stated that due to the sophisticated nature of the
plant and the requirement of specialised skills in operating the
same, SSP could not hire all the people, The Committee hope that
wheln expansion of SSP takes place, the other displaced persons
would be given priority for employment,



II. WORKING RESULTS
(a) Production
The details regarding actual production and corresponding equi-
valenit production vis-a-vis the installed capacity of 32,000 tonnes at

SSP percentage utilisation of installed capacity and percentage of
prime yield during the last 4 years are given below:

1

i In tonnage’
Year Actua Equivalent % ut:hsatxon %Pirme
. prodml:tion produc.zon ® of installed  yield
. capacity
N
1982-83 . . 6744 7872 “24-6 54:2
1983-84 . . 6920 7296 2.8 68.6
198485 . . 17139 20150 63-00 723
1985-86 . . . 24360 30150 94-20 75-2

2.2 The Committee were informed that production capacity of
32,000 is of a specified product mix as per DPR. In cold rolling, the

length of the strip reportedly mcreaseg in proportion to the reduce
tior in thickness. Consequently the rolling time and hence the
productivity is lower with thinner gauges and vice-versa. SSP also
stated- that accordingly, suitable ‘weightages are given to different
thicknesses in terms of equivalent factors,” For the assessment of
capacity utilisation, SSP has been adoptmg the concept of equivalent
tonnage. ‘ .

2.3 In a written reply SSP informed the Committee that the
DPR anticipation in regard to capacity utilisation was 30 per cent in
the first year, 70 per cent in the second year and 90 per cent in the
third year. ’

2.4 Taking note of the fact that the actual produc‘uon had been
far below the installed capacity and the DPR projections during
the first three years of the operation, the Committee asked what
precisely were the reasons for lower capacity utilization., SSP in a
written reply attributed this to factors like stabilisation of plamt
operations, high customs duty, imports, poor sales and high stock of
finished material. It was also stated in a post evidence note "that
SSP achieved a capacity utilisation of 107 per cent in 1986-87.

25
6081LS—3
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2.5 In regard to DPR antiupatwns for prime yield it was stated
that the norm was 76 per cenl. The Committee observed that the
prime yield was lower compared to the norm in the initil years.

" Asked to explain the reasons for low yield in the initial years, SSP*
stated in a written reply as follows:—

“This is because every new plant takes time to overcome the
teething problems and stabilise the production in various
individual units. It also takes time to establish the
manufacturing standards for achieving optimum results.”™

! (b) Profit/Loss

2.6 SSP incurred a loss of Rs, 14.21 crores in 198283 and
Rs. 18.08 crores in 1983-84. It however, made a marginal profit of
Rs. 0.53 crores in 1984-85 and increased it to Rs. 2.92 crores during
1885-86. The profit for the current year is stated to be Rs, 3.0 crores
approximately.

27 The DPR anticipations in regard to profit/loss and actuals

duﬂngtheyears1982-83t01985-86asfunushed by SAIL are givem.:
" below:

Rs. in-crores

-

198283  1983-84 1984-85 1985-86

ProfitfLoss) as per DPR. . . -. (142 1221 2040  3-T¥
Actual ‘. . . . . . . (421 (18-08) 0-53 292

Diffsrence . . . « . . 12:39 30-29  19-87 18-37

2.8 Cause-wise analysis for differences between DPR anticips-
tions and actuals during 1982-83 to 1985-86 as furnished by SAIL is
as follows:—

Rs. in crores

1982-83  1983-84 198485  1965-86-

1. Bxtra expenditure duo to higher cus- il
toms duty . . . . 7-28 10-64 4-94 11-1v

2 lmooinmmem thn
2-90 2-29 10-19 L L

3. Roduced profit due to lm aueity
atilisation . . 21-16 12-16

-
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Rs. in crores

1982-83 1983-84 1984.85 1965-86

4. Increue in power rate labour &.Supcr-

visior, stores & spares etc. ,».r 1-87 5-25 4-750 €2
§. Increase of expenses like royalty, other

administrative expenses and,} general

escalation o . . . . . 22 9-35
6. B:tra e».penduure due to lnghcr alloa-

tion of interest . . 7-80 .. . 2-66

Pavourable Factors '

Y. Savings in interest due to wuvtl of

interest . . R . . 2-64 430 .

8. Better sales realisntion as comparcd to
DPR . . . . 7-56 641 10:03 13-02

9. Increased profit due to hugher capacny
utilisation - o . 1-80

12-39 30-29 19-87 18-87

2.9 The broad reasons for losses suffered during 1982—84 were
high incidence of customs duty on the imported raw materials, low
utilisation of capacity due to severe power cut and sales constraints
and high consumption of various consumables, raw materials ete.
for want of stabilisation of various equipments.

B e

d . #x ».A‘i‘. .

(c) Ezxports

2.10 The details of exports of SSP products made during 1984-85

and 1985-86 are given below:—

) (Rs in lakhs)
’ 1984-85 198586
Destination Quantity  Value Quantity Value
. . / .tonnes Rs. toones Rs.
Jpen . . . X . s8s8 1262 M99 ]-:
Agiralia. . .. .. . 05T 482 1840 430

In addition to this, sales were made to Kandla Free Trade Zome
(deemed export).

) 1 <fé.5t K
Quantity  Value Qnanmy Vaht
tonnes

Rs. Rs. ~
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211 On- bemg enquired about the profits made out of these ex-
ports, SAIL furnished the followmg inforination ir a written reply:

“The amount of }proﬁt on exports for both the yexrs ie. 1984-85
and 1985-86 amounts to Rs. 63.71 lakhs being the differ-
ence hetween the value of realisaticn under exports (in-
cluding duty drawback) and the corresponding net reali-
_sation in the local market.”

2.12 When asked about the profitability of exports, a representative
of SAIL explamed during ev1dence

‘“The prices at which we are exportmg are  certainly lower
than the domestic prices. To break even the fixed costs
are to be covered over the entire production. In any ope-
ration, if we cover the variable costs, then whatever we
are able to secure beyond the variable cost, either it is an
addition to the profit or reduction to the loss. In all ex-
ports we have covered our variable cost and to that extent
‘there has been a contribution towards the profitability of
ﬁ!eoompany Inothérwords thereunocuhkm."

. 2183 To another query whetl:er it would be profitable to export
100 perpent, the witness stated:—

“No. We have to cover our fixed cost of production either
through domestic sales or through exports. Since the ex-
port pricés do not cover the ﬂxed cost portion if we were

to theoretically export 100 per cént we will incur heavy
Josses. So we should have both.” -

2.14 To yet another query whether any scientific study has been
made to assess the export potential of stainless steel abroad and if so
the results of the study, SAIL stated in a written reply as follows:—

“Yes. The estimated stainless steel imports by various coun-

-tries were obtained through Embassies, Import Export

Agencies and Hot Rolled coil suppliers. The countries
) covened under the survey were: :

Japan Canada USA, Bangladesh Hongkong Smgapore, Tai-
wan, Palustan and Kandla Free Trade Zone.

-

An estimated potential 236,000 t/year of stainless stell exists
for all these countries together. The thickness ranges
from 04 mm to 3.00 mm which is within SSP product
m.w - .
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2.15 The Committee were also informed in a past evidence note
that during the current year the SSP exported 1026 tonnes to USA,
Canada, Australia, Finland, West Germany, Bangladesh, Japan,
Netherland and KFTZ.

Safety Awards A ‘

2.16 SSP reportedly won the prestigious ‘Sword of - Honour'
award for 1986 :.which is presented by British Safety Council far the
outstanding performance in industrial safety. It has also been stated
that the industrial safety award for 1986 was won by SSP for the
fifth time in succession from the British Safety Council

217 The Committee find that SSP established its viability by -
‘breaking-even in 1984-85 after incurring a loss of about Rs. 32 crores
during the first two years of operation. It made a profit of Rs. 292
crores in 1985-86 and Rs. 3.0 crores (approx.) in the curremt year.
The capacity utilisation was 94% in 1985-86 and 1079, in 1986-87
though it was less than 25% during 198284 and was only 639, in
1984-85 reportedly due to the process of plant stabilisation and other
advesse factors.

218 The Committee are happy to note that in a shert span of
its operations, SSP has proved the quality-of its products by making
token exports to advanced countries like Japan, USA Canada, West
Germany, Australia and some other countries. It i8 a matter of
satisfaction to note that SSP has won industrial safety award for
the fifth year in succession and it has also won the prestigiouns
‘Sword of Honour’ award for 1986 from the British Safety Couneil.
The Committee feel that in the context of the constraints faced by
SSP, its performance on the whole has been commendable. The
Committee would like SSP to keep up its performanve.and put i
moreconcertedeﬁortstofmtbermproveitsperfmuhdle
eoming years.



III. CONSTRAINTS
(a) Procurement of Hot Bands )

Hot Rolled Stainless Steel Coils (Hot Bands) are the basic im-
put material for Salem Steel Plant. As at present Salem Steel
Plant is entirely dependent upon.imports for the supply of Hot
Bands. As to the procedure regarding procurement of Hot Bands,
Salem Steel Plant has stated:

“In 1981, the year in which SSP was commissioned and in
which the first import of hot rolled stainless steel coxls
was miade, hot rolled stainless steel coils were’
canalised through MMTC. Considering the fact that
cloged rapport and constant interaction with the
foreign suppliers of hot rolled ' stainless steel coils was
absolutely essential in order to study the behaviour of
the hot rolled stainless steel -coils during the cold
rolling process, and for taking up problems/defects if
apy, that are experienced in a particular batch of €oils
with suppliers and that adequate facility is available in
the Plant for timely changes of production patterns a8
well as quantity parameters, it was decided by the Govt.
in 1979 to allow SSP to import its requirements of bot
rolled stainless steel coils, directly. During 1984-85,
SAIL became the canalising agency and during. this
period again SSP was allowed to import its requirerents
directly under Open General Licence. However, hot
" rolled stainless steel coils now appear in the list of can-
. alised items as per the Import Policy 1985—88. The
!mporf of which is canalised through MMTC.”

3.2 SSP management has stated that recently SSP had to face-
immense difficulties in getting the import licence to meet its re-
quirements for the year 1986-87.. While at present, Deptt. of
Steel have reinstated the facility to import directly by giving spe-
clal dispensation from canalisation, a condition to counter
trade and bulking of import has been imposed. As per this
condition, SSP would have to provide necessary services to MMTC
without any cost to ensure that counter trade mav be effected by
MMTC. According to SSP management this condition has already
had ap adverse effect on SSP’s procurement plan.

<
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”Referringtothemain dlﬂmﬁﬂesinmﬁsingtbemtu
_#rade SSP have stated:

*(a) SSP primarily imports directly from the steel mills in-
stead of depending upon the trading houses. This limits
the scope of counter trade.

(b) SSP—phases its requirement in order to maintain a low
level of inventory. .Moreover by scheduling the ten-
ders throughout the year, it is possible to get better pri-
ces in the wake of changing international scene. The
condition of counter trade, imposes restrictions and de-
lays in finalising the orders which would ultimately lead
to maintaining of higher inventory, thereby adversely af-
fecting the cost of production and marketability of its
products.

It would also be seen that condition of counter trade has a
direct impact on the cost of raw materials.” .

34 In another note SAIL have stated as under:

' “There has been a substantial increase in prices of hot bands
contracted for imports in the recent past. The increase
in CIF price is about 109, in June, 1986 and again by an-
other 9% during September, 1986. Salem should be al-
lowed to enter into long term purchase arrangement for
atleast 75% of their requirements of Hot Pands restrict-
ing the spot purchases only for the remaining quantity.
Salem procures its materials from the mills directly.
Such long term purchases will be beneficial in obtaining
better commercial terms and lowering their inventory
holdings. The spot purchase.will enable a check to be
kept on prices against long term contracts.”

35 Asked what was the reaction of the Government to the
abové plea, Department of Steel stated in a written reply as fol-
Jows: v

“SAIL have been informed on 29-12-1986 that there is no ob-
jection in SATIL’s entering into long term arrangements/
spot purchases as commercially convenient but it has to
be ensured that the counter-trade arrangements are fina-.
lised and incorporated in such arrangement.”
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_Imdigenisation of Hot bands

3.6 Presently, the entire requirement of hot rolled coils are
being imported. It has been stated that it is proposed.to switch
over from imported hot bands currently usqd by the plant as the
feedstock, to hot bands rolled at Bekaro and Rourkela of ingots
made at Alloy Steel Plant after providing additional facilities at
Salem Steel Plant. The additional facilities to be provided at
Salem Steel Plant for handling and storing het rolled coils received
through ASP — Bokaro route are estimated to cost Rs. 115 lakhs.

3.7 The Committee desired to know the latest position and eco-
nomics of this pmposala In a note if' has been stated:

- “Additional facilities which are being installed at ASP, Dur-
gapur are likely to be commissioned in June, 1987. Cur-
rently,  SSP pays a price for imported black stainless steel
coils at Rs. 16200 per tonne excluding customs duty. The
rate of customs duty varies from time to time. The pre-
sent rate is 909, SAIL has requested Government to

reduce the rate of customs duty as the same is at a high
level. .

Agpinst the present price of Rs. 16200 per tonne for the im-
ported material (excluding customs duty), it is expected
that the price payable for the ihdigenously produced black
stainless steel coil would be around Rs. 23000. Econo-
mics of the proposal for indigenously produced hot bands
is therefore dependent -upon the level of customs duty
applicable for imported material.” '

38 Asked to what extent the production requirements of SSP

will be met indigenously after the materialisation of this proposal,
the SAIL have stated:

“After the completion of second stage of expansfon, ASP will
be in a position to meet the total requirement of SSP for
supply of hot rolled bands except for a very small per-
centage of titanium bearing Austenitic stainless steet-and
Martensitic stainless steel ‘which are not amenable to con-
tinuous cesting. The quantum of supply of material
from ABP will however depend on stabilisation of pro-
duction and quality in the expanded units and on success-
tul rolling of ASP slibs at BSL™’
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39 SAIL had pointed out in a note submitted to the Ministry °
ont 14-11-1984 that it would be economical to have integrated faci-
litles at Salem itself so that the. high transport cost due to long dis-
tance and huge inventory cost for materials through ASP—Bokaro

route could be avoided. The Deptt. of Steel stated in a written
reply in this regard:

. - -

“The cost of indigenou$ hot bands even including the trans-
poration costs is expected to be around what SSP'is
paying today as landed ‘cost for imported hot bands; while
entailing savings of foreign exchange. It would not be
correct to conclude that setting up of integrated facilities

at Salem would have been more cost effective than using
the ASP—Bokaro route.”

3.10 Asked what would have been the cost of hot bands if it
had been made at Salem itgelf as originally plénned, the Depart-
ment of Steel stated that “it is difficult to indicate what would have
been the cost .of production of hot bands at Salem as on date.”

3.11 Department of Steel also informed the Committee subse-
quently that “the supply of hot bands through ASP—Bokaro route
is expected to commence before the end of the last quarter of 1987-
88." ’

3.12 The Committee enquired what percentage of the require-
ment of SSP for hot Bands would be met by the indigenous produc-
tion at Bokaro and Rourkela. In reply, the Executive Director,

SSp s{a’ted: Cem
“The requirement in full will be met. This will be in a
phased programme of 2 to 3 years.”

As regards the quality of products, the witness stated:

“Quality of steel is important. Hot rolling will be done for
the first time in Bokaro. Certainly the yield will be not
as high.” :

3.13 When asked as to what will be the impact of quality of in-
digenous Hot Bands on the production of SSP, the Executive Direc-
It Wi have the effect. Actually we have tried some of

these frem Rourkela where quality has not beep very
good. But in Bokaro we are going to hava a sisb
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which is to be tried for the first time in the counfty,
with a little more thrust that we are doing now. at the
% company level, I feel confident that we should come clo-
ser to the yield that we are expecting.”

(b) Duty struetiure )
(i) Custome duty ;
3.14 The DPR of the Salem Steel Plant envisaged a customs duty
level of 709,. As against this SSP had to pay customs duty at rates
as high as 335% in the past. The Committee noted from the infor-
mation furnished to them that customs duty on Hot Bands had
been frequently altered. There were nine revisions during the last
four years, with the result that SSP. was always uncertain about the

cost of raw materials. i
3.15 Asked what was the basis for altering the duty structure on
HR Coils frequently, the Deptt. of Steel stated in a written reply
that the duty structure varied over the years mainly on account of

(a) reduction in duty on the request of Department of steel.
(b) increase in Auxilliary Duty as part of budgetory propo-
sals. )

3.16 The present level of duty is stated to be 909, and this is
one of the factors responsible for high cost .of production in SSP.
SAIL made a plea in this regard as follows:—

“The landed cost of HRSSC has moved up at a much steeper
rate than the increase in the selling price. Though the
sale price has -increased only by 30%,, the input price

- has gone up by 1009,. If we were to keep the input cost
increase- also at 309, we would have to revise the cus-
toms duty to 109,. Logically therefore, the duty on Hot
Bands should be brought down to 109, (basic
109%,+Aux. Nil). However, as an initial step it should
be brought down to atleast 709, as envisaged in the DPR.”

3.17 SSP stated in a written reply that “the reduction of customs
duty to 70% from the current 909, can offset the price disadvant-
age to a certain extent in the domestic market. Based on the cur-
rent orders placed on the raw material suppliers, the reduction in
the price dxsadva:,age to SSP would be around Rs. 3600/- of ﬁm.sh

ed steel.

s
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8.18 Reacting to the plea for reduction in customs duty, the Sec:
retary, Department of Steel stated during evidence: -

. “We have taken up again with Deptt. of Revenue with a re-
quest to reduce it to 70 per cent. This has been rejected
by the Department. Once again we have represented
and they are examining it. Our point is that the duty in-
cluding the auxilliary duty should not exceed 70 per cent.
We are pressing for reduction.”

(id) Concessional duty i

'3.19 Customs Notification No. 150/81 allows import of Hot and
Cold Rolled Stainless Steel Sheets and Plates-at a concessional duty
of 65%, for specified industries. This provision is reported being
utilised to import CRSS Sheets which are_available indigenously
through various flexibility provisions including REP licences as,
with this duty the imported price becomes much lower than the do-
mestic price.

320 Similarly, since the Hot Band under this provision of the
Policy carry 65% duty against a duty of 909, which Salem Steel-
Plant is to pay, this provision of Customs Notification is capable of
being mis-used to divert Hot Bands meant for specific industrial use
to the re-rollers-

3.21 The raw materiais under the notification fall under following
two broad categories:

(a) CR Coils/Sheets and Plates 5 mm to 12 mm (available do-
" mestically from Salem and Alloy Steel Plant);

(b) Other (not produced domestically)

3.22 SAIL has proposed that the applicability of Customs Notifi-
cation be restricted to items covered under (b) above. In respect of
items covered under {a) abeve, SAIL has proposed that the con-
cessional duty should be withdrawn. This reportedly will call for
@ duty adjustment of items under. this category from 65% to 145%,

3.23 SSP has informed the Committee that Department of Revenue
has igsued a notification CN No. 8/84 flated 10-1-1984 concerning sup-
-plies of cold rolled stainless steel coils by SSP to the specified indus-
tries at concessional rate of duty. SSP was seeking drawal of hot
bands at concessiondl duty in the ratio of 1:1.313 MT of hot rolled
stainless steel coils for each metric tonne of cold rolled stainless
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stek] plates/sheets and strips as was allowed for supplies nndgx; PN-
58 scheme. - SSF’s request is reportedly based.on tne prime yield of
769, envisaged in the DPR. Asked what was the reaction of the

Government to this request, a representatxve of SAIL sald during
evidence:—

“The Gwemmenx has not ap'eed But I am aware that an
internal meeting has taken place.on this subject. There
has been consultation with the Finance Ministry on the
subject but no final decision has been taken.”

S.MTheDepartmmtofSteelstatedinthuregudinawntten
mplyasfollows— -

“'Whﬂe examining this matter, it was noted that in respect of
CN 8/84, the Department of Revenue had issued a circular
letter No. 355/7/83-Cus. 1. dated 4/10-284 forwarding a
procedure for redeeming the customs bond which inter alig
provides that the quantum of hot bands against which the
bond: can be redeemed would ‘be calculatad on the basis
of 1.313 MT of HR Coils for being equivalent to IMT of
cold rolled stainless steel plates/strips/sheets, supplied by

. SSP to the concerned . manufacturers. This meets the
requirements of SAIL.”

(c) Withdrawal of PN-58 scheme

3.25 The Committee were informed by SSP in a written reply
that there had been imports of stainless steel to the tune of 5000
to 10000 t. every year dunng the last five years and that SSP
‘capacity utilisation could have reached higher level at least by
509, if these imports had not been there.

328 When enquired whetber SAIL took up the matter with

Government for a ban on import of stainless steel which is within
\hpodnctrangeotSSP xtwasstatedmawnttenreply

“'!hemtterwastahnnpwithﬂxecovemmenttoratnct/
bantbehnportofstalnleesstee], . During 1983, Govern-
ment had introduced PN: SBSchemeenabhngSSPom:
theColdroDedstmnleessteelsheets/coﬂsatmternaﬁm
ally competitive prices. However, the scheme was res-
cinded with effect from 12-4-1985.
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3.27 Asked what is the rationale behind allowing imports when
‘stainless steel could be supplied indigenously by SSP, the Depart
ment of Steel stated in a written reply as follows:

N

“It is not the policy of the Government to permit mport of
any raw material, including stainless steel, wherever in-
digenous availability is established.

However, there are certain categories of imporl:s'which are
permitted by the Govemment (Ministry of Commerce)
which are basically in terms of export mcentwes promo-
‘tional measutes such as:—

(i) replenishment licences e

. (ii) gdvance licences

)
Therearealsocertammportswhlchareclearedby" the Iron

& Steel Comptroller considering the non-avulabﬂit, of
these items in the domestic market”

3.28 In regard to the extent of variation of prices between SSP
and other indigenous competitors and intérnational prices the fol-
lowing figures (ruling market prices) were furnished by SAIL in
a'written reply:-

SSP Rs. 47,000 per/¢ (0.5 mm thickness)
Jindial R:. 38,000 pert =~ ,,
Patta ~ Rs. 29,000 per/t "
International -Rs. 20,960 per/t ”

« “Price

-3.29 The Committee have been ‘nformed that a scheme. fp sup-
.Ply Stamless Steel to the holders of valid import l.cences at inter-
nsuona.l prices, was announced on 11-12-1982 under Public Netice
No. 58. The scheme envisaged supply of CR Stainiess Steel
Sheets/Coils produced at SSP, Salem. It was essentlally 3 mea-
sure to prov1de support to both the degenous productlon capa-
_,dtyandtotheexporteﬂorts .

.



8.30 Under the scheme all types of import licences were 7re-
quired to be surrendered to SAIL for availing supply from SSP.
Provision was made to issue ‘Np objection Certificate’ in order not
to deny raw material requiremeitts of importers in the cases where
the import licences were not serviced by SSP.

3.31 For Sales under this Scheme, SSP was allowed to draw HR
eoils without payment of customs duty. The scheme has since
been discontinued by the Governmert w.e.f. 12-4-1985. ° Under
the scheme SSP supplied 810 tonnes in 1983-84, 1200 tonnes in 1984
85 and 257 tonnes in 1985-86 till the scheme was withdrawn.

332 SSP stated ih a written reply that under the scheme the
customer was obliged to buy the material from SAIL. This way
the import was plugged and foreign exchange outflow was restric-
ted. A representative of SAIL said in this regard during evi-
dence:— ’ )

“Licence holders were not able to use the licences for im-
porting substitutes. So it eliminates other malpractices
associated with imports.”

333 Asked what were the reasons for dis-continuing the PN-58
Scheme, the Department of Steel stated in a written reply that a
large number of representations were received for discontinuation
of this scheme mainly on the following grounds:—

(a) The prices quoted by SAIL, were much higher than the
prevailing international prices.

(b) Material required by exporters quality-wise/size-wise
was not supplied by SAIL.

(c) The supply. position of the.items covered under this se-
heme had undergone a sea change.

{d) It took a long time for exporters, to obtain a NOC trgm,
Salem Steel Plant.

3834 Department of Steel stated that after considering these re-
presentations and keeping in view the high priority given to  ew-
Mbythermment,thenhememvithdrawnbythem
try of Commerce.

K representative of SAIL said in this copnection:

'Sir,mePN-bglehememnotonlyresuictedtosuhh.
steel. It was also extended to what are called the hot



rolled and cold rolled coils. So there was an acute
. shortage of hot rolled coils in the markets in 1985-86 and
so Government felt that when there was a shortage,
there was no idea of keepmg the PN-58 scheme in ope-
ratxon »

335 Pleadmg for re-introduction of the scheme, SSP IW
that —

it would provide the following benefits:

(a) Stabilisation in the market.

(b) Support to Salem to athieve 100% capacity utilisation.
(c) Direct benefits to the exparters.

3.36 REP licences are given to exporters as an export incentive.
‘When enquired whether the PN-58 scheme which requires surren-
der of REP licences to SAIL would affect exports, a representative
of SAIL said: ' et daa

“That is a moot point. Tech.mcally a man can import a’
large percentage of stainless steel without its going
directly or indirectly into export. But under this mec-
hanism, the exporter makes certain money by
trading his REP licence and it is the feeling in the Com-
merce Ministry that this REP licence trading gives an
extra monetary advantage to the exporter and therefore
helps him in giving a competitive price. ‘But it is our
view that while in the other cases import under REP is
only a very small part of the:domestic production, in
the case of stainless steels it forms a reasonable percent-
age of the domestic production and therefore it is hurting
the domestic industry. That is the only difference.”

8.37 When enquired whether it is not desirable to reintroduce
the scheme in view of the advantages to domestic industry, the
Secretary of Department of Steel stated during oral evidence:—

“We have already moved for reintroduction of PN-58 seche-
me. We have taken it up with the Commerce Minis-
try and we are hopeful that they will agree to it.”

_ 838 8SP informed the Committee in a note that it had to incur
alom of about Rs. 12,100 per tonne when it makes supplies
‘under the PN:58 scheme. Asked then why the SSP/SAIL pleads
for reintroduction of the scheme, a representative of SAIL said
during evidence:—
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“The figure of Rs. iz,ooo'per tonne' refers to the difference
in Tealisation between normal domestic sale and . PN-58
sales. Even when there is a difference of Rs. 12,000 per
tonne we make a margin on the variable costs of about
Rs. 4,000 to 5,000 per tonne.”

.-3.39 SSP also‘ stated that Government assistance was needed to
compensate the loss on this aceount. The loss incurred by SSP-
was stated to be over Rs. 2 crores during 1983-86. When enquired
whether the matter was taken up with Government for -seeking

compensation in this regard, a representative of SAIL stated in evi-
dence:

v

“We had approached the Groqére rnment to give us the compen-
sation which was the différence between our realisation
under the PN-58 scheme and the domestic prices. The
Government did not agree with this.”

3.40 Referring to the plea for reintroduction of tl‘e scheme, the
representative of SAIL, however, said:

“When we asked for re-introduction of PN-58, we did tell
that we are not looking for the compensation which we
are asking for previously. Previously, we did ask for
compensatton.” )

3.41 Para 152 of Import & Export Policy April, 1985—March 1988
(Vol I) provides for supply of material by indigenous producers to
the halders of import licences at negotinted ~prives and get the
benefit to which the import licence hdlders are otherwise entitled.
SSP informed the Committee in a postevidence reply that under
the provisions of para 152 of ciirrent policy SAIL has introduced
a schéme -similar to that of PN-58. - ‘The major difference between
the two schemes is stated to be that under tha Para 152 scheme,
there is no element of compulsxon to surrepder the 1mport licence

as was the case in PN-58 scheme sSSP stated furthqr in tftns con-
nection as follows:

“We have also requested the Department of Steel and CCI&E
to provide to us:the. benefit of duty draw-back in the
form of replacement of HRSS coils at Nil duty along
with the conversion norms’ of 1:1. 313 as was appheable
under the PN-58 scheme. Pendmg re-introduction. of
PN-58 scheme, the supports claimed by SAIL for servic-
ing reqmrements of import licence holders u.ndex para
152 scheme, require to be provided.”

L}
-
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342 Dept of Steel stated in tlns connection in a written reply
as foll lows:—

“We requested Controller of Imports & Exports to issue.ne-
cessary instructions in this regard. We are awaiting
decision by GCIXE.”

343 Regarding import of stainless steel, SSP made the following
suggestions:

(i) Any impert of stainless steel material by anybody should
be referred to SSP/SAIL for their clearance.

((ii) Import of stamless steel should be allowed only if the
import are commensurate with the production facilities
available with the importer.

J 44 The response of the Department of Steel to these sugges-
dion: are given delow:

(1) At present import of stainless steel under canalised sys-
tem and under supplementary licensing facilities is
cleared by Iron & Steel Controller taking into:account
domestic availability including those from SSFP/SAIL.
For this he has regular arrangements for consulting the
producers in the meeting for import clearance which are
held in his office.

(ii) Like all other products, import of stainless steel is govern-
‘ed by Import Policy. Import Pelicy provides “end use
clatse” violation of which attracts> penalty in terms of
Import Trade Control Act. The sponsoring authorities
which are DGTD, I & SC for the organised sector and
Director of Industries for the small scale sector, examine
the genuine requirement of the users under their con-
“trol and only after ascertaining the ability of the users
to use the material in their production shops, they certify
essentiality for import of requisite quantities. There-
after, I & SC gives indigenous, clearance for particilar
grades of stainless steel after taking into consideration
the domestic production availability.

(d) Interest burden on dormant investment

245 Salem’s product cost reportedly bears an element of Rs.
450() per tonne on account of the interest burden arising out of the
dortrant investment in the infrastructure. Certain facilities were
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put Bt a time when the Government’s intention was to build an in--
tegrated steel plant at Salem. Pleading for waival of interest in.
this reégard, SSP/SAIL stated as follows:—

“The down scaling of the project. which has happened is not
Salem’s own creation and we should not saddle the pro-
ject, with a perpetual handicap in the form of the finan-
cial charges on the dormant investment. Government
should waive the interest payment accruing on.this ac--
count.” %

#46 Asked what was the amount of interest and other charges.
that had to be borne by SSP annually on this account, it was stated.
in a written reply that on the dormant investment of Rs. 75/- crores,.
SSF had to bear an amount of Rs. 10.5 crores towards interest and
other charges, annually. According to SSP; the intérest- works.
out to“Rs. 6 crores. ‘ 4

3.47 The Secretary, Department of Steel, however, clarifiedq in.
this connection during evidence:—’

“That is a notional figure. This figure of Rs. 10.5 crores is:
derived assuming that they hawve borrowed Rs. 75 crores:
to create dead investment.™

The witness further added:

“I would also like to mention that'the dead investment of’
Rs. 75 crores has not yet been worked out. We do not
think that dead investment.is as much as Rs. 75 crores..
But we have to go back and work it out....”

3A8 According to SSP/SAIL the dormant' investment was as:
folluws:—

s

Rs./Crores

1. Land & Site preparation . . . - 3-95
2. Civil & structural works and township facilitics 20-78
3. Plant & Equipment 45-33
4, Offsite facilities 3-83
*5. Others . - 1-41

—_————

- 75-30
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3.49 Asked what was the response of the Government to the
SAIL’s reéquest for interest waival, the Department of Steel stated
in a written reply as follows:—

“The proposal does not give full details how the dormant
investment was made, how the additional cost has been
worked out on that investment and what amount of in-
terest waival has been sought. SAIL has, therefore,
been asked to give full details in support of their proposal.”

(e) Power Tariff K

350 The Committee were informed in a note that Tamil Nadu
Government had agreed to supply power to Salem Steel Plant at 5
paise per unit including all levies for a period of 10 years from
commencement of production including construction period. But
Tamil Nadu Government went back on its commitment on the plea
that rate of 5 paise per KWH agreed to only for integrated steel
plant and not for a cold rolling mill alone as has been actually in-
stalled now, and started charging SSP on supply End Cost Basis
with effect from 1-5-1982 and continued it till 31-5-1985. From
1-6-1985 onwards, SSP was brought into Scheduled-I wherein the -
rates are 64 paise per unit with an additional amount of Rs. 50/KVA.
on the maximum demand. It has been stated that this steep in-
crease in the tariff seriously affects the viability and further growth
of SSP. In this regard, SSP made a plea that to make the plant
viable, SSP should again be charged on Supply End Cost Basis at-
least, if not at the initially agreed rate of 5 paise per unit.

3.51 SSP/SAIL however, stated in a written reply that “while
the mafii profect itself has not fructified it may not be equitable
to insist on the Government of Tamil Nadu that our part of assur-
ance should be caried out.”

352 When the Committee enquired whether there would
not be a stronger case for seeking concessional tariff
from Tamil Nadu Government, if the stage-II of SSP had been put
up, the Department of Steel stated in a written reply as follows:—

“The Planning Commission’ and Department of Power have
been writing to the State Electricity Boards to supply
power at market rates and not to subsidise any industry,
Even if, we had drawn full power required at plant stage
ie. 190 MVS against power requirement of 11 MVS for
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the work stage, TNEB would have had to raise power
tariff, based on the Planning Commission/Department of
Power’s advise. It is; therefore, felt that even if the
plant stage is executed, SSP will not get power at 5 paise
per unit.”

3.53 Referring to the recommendations of Plarin.i.ng Commission
and Department of Power, the Chairman, SAIL stated in evidence:

“But even in spite of such recommendations, they (Tamil
Nadu Government) have been giving electricity at con-
cessional rafes.”

3.54 When the Cammittee enquired whether after installation of
second ‘Z’ Mill;"the matter could be ‘taken up with the Tamil Nadu
Government for concessional rate of duty, the Secretary, Depart-
ment of Steel stated during the course of evidence:—

“That attempt will be made when the decision about the
second Sendzimir mill is taken.”

The witness however pointed out:—

“Even to supply at subsidised rates now, the rate would have
- been substantially higher.”

355 The Committee find that Hot Rolled Stainless Steel Coils
(Hot Bands) are the basic input material for Salbm Steel Plant and
as at present the Plant is entirely dependent upon imports for the
supply of Hot Bands. It has been stated that as per Import Policy
1985-86, the imports of Hot Bands have been .canalised through
MMTC. Prior to that even though such imports were canalised eit-
her through MMTC or SAIL, SSP had been allowed direct imports
of its requirements under Open General Licence. After the intro-
duction of the Import Policy 1985—388, the position has changed to
the disadvantage of SSP. Even under 'the new dispensation of
canalisation SSP has been given the facility of direct imports but
a condition lias now heen imposed which requires SSP to ensure
that counter trade arrangements are also incorporated in the con-
tracts for imports of Hot Bands. In Committee’s opinion the im-
posttion of such obligations on a production enterprise is hardly
justified as they cannot be expected to undertake counter trade
srrangements, which should be the job of trading enterprises like
MMTC and STC. As has heen pointed out by SSP. ingistence on
counter-trade amngments results in reduction in harzaining vo-
wer and also delays the finalisation of the order. The Committee
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feel there is force in what the SSP says and accordingly recommend
that SSP should be permitted to import Hot Bands directly without
trying to insist on counter trade. The Committee desire that the
Department of Steel should take up this matter with the approp-
riate authorities for finding a workable solution to the problem of

SSP. wd aliie 2oaddh

3.56 The Committee find that presently efforts are on to pro-
duce the Hot Bands indigenously through ASP—Bokaro route,
Under this scheme, the ingots made at Alloy Steel Plant will be
Hot rolled at Bokaro and Rourkela and brought to Salem Steel
Plant, for which additional facilities have to be provided at Salem
Steel Plant at an estimated cost of Rs. 115 lakhs. The Committee
feel that eeconomics of the proposals for indigenously produced hot
bands do not appear to have been worked out fully and it is expect-
ed that against the present price of Rs. 16200 per tonne for the im-
ported martial the price . payable for indigenously Yroduced hot
bands would be around Rs- 29,000. Further the quantum of supply
of material through this route will depend on stabilisation of pro-
duction and the quality of the product. Apprehemsions on the
quality of finished materials through this route and the higher re-
jection rates have already been expressed by the represemtatives of
SAIL. The question of ceordination at different level is also likely
to pose a problem. The Committee are of the firm view that there
can be no substitute for indigenisation but hefore finalising the ar-
rangements all the pros and cons need to be properly assessed. In
this context, the Committee would like the Government to comsi-
der urgently whether the installation of a bot rolling mill and iron/
steel making facilities at Salem would not be & more desirable pro-
position and take expeditious action accordingly. -

. 3.57 Salem Steel Plant has been depending upon imported raw
materials and hence the economics of the undertaking always de-
pend upon the customs duty charged. The Committee find that
the plant was conceived with a customs duty level of 709, of the
raw materials. As against this, SSP had to pay customs duty at
rates as high as 335% in the past. The present level of duty is
stated to be 909, and this is one of the major factors responsible
for high cost of production in SSP. It is interesting to nete that
whereas SSP imports are subject to a duty of 909, the equivalent
duty on hot bands made out of the imported scrap by its competi-
tors works out to 13 per cent only. The Commitiee desire fhat
ltheobkusanomahumthedutystmeturewhjehrenﬂtsh '
price disadvantage to a public sector undertaking should not be
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allowedtopersktmclhnmediateacﬁonshouldbetakentomve
such anomalies wherever they exist.

3.58 It has been further pleaded that the landed cost of Hot Bands
had moved up at much steeper rate than the increase in the selling
price. It has been stated that a reduction of customs duty to
709, from the current level of 307, can offset the price disadvantage
to SSP to the extent of about Rs. 3600/- of finished steel. The
question of reduction in customs duty is stated to be under exami-
nation and the Committee desire that the matter should be vigor-
ously pursued to its logical end.

3.59 The Committee find that Customs Notification No. 150/81
allows import of Hot & Cold Rolled Stainless Steel Sheets and
plates at a concessional duty of 659, for specified industries. This
provision is liable to be misused to the disadvantage of SSP who
are required to pay a duty of 09, Similarly the Customs Noti-
fication No. 8/84 dt. 1011984 again works to the disadvantage of
SSP. The Committee desire that whenever such provisions which
are inimical to the interest of a public undertaking like SSP come
to notice, immediate action should invariably be initiated by the
Government to rectify the deficiencies at the earliest. The Com-
mittee expect that necessary remedial steps will be taken by the
Government to safeguard the interest of SSP.

360 The Committee were informed by SAIL that there had
been imports of stainless steel to the tune of 5,000 to 10,000 temmes
every year when there was considerable under utilisation of capa-
city in SSP. The Committee in this connection note that SSP’s
price of stainless steel was Rs. 47,000/ per tonne as against the in-
ternational price of Rs. 20,960 which obviously is an attractien for
imports. In order to restrict these imports, a scheme known as
PN-58 (Public Notice-58) scheme was introduced in December 1962.
The scheme enabled SSP to offer its products at international pri-
ees to the holders of import licence and to draw HR coils with-
eut payment of customs duty. Under the scheme all types of im-
port licences were required to be surrendered to SAIL for avail-
ing supply from SSP. The scheme was, however, discontinued in
April 1985 reportedly due to representations from the holders of
fmport licences against the scheme. SAIL has sought the re-intro-
uction of the scheme in order to stabilise the market and to im-
prove SSP’s caphcity utifisation. Department of Steel have in-
‘formed the Committee that (hey have already moved the Ministry
of Cemmerce for reintroduction of the scheme. The Committee
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alesire that the Ministry of Commerce should examine the matter
expeditiously keeping in view the need to restrict avoidable im-
‘ports and resultant outflow of scarce foreign exchange. The Com-
‘mittee have the least doubt that the reintroduction of the scheme
will help in aveiding clandestine imports and otherwise also curb-

3.61 The Committee note that under the provisions of Para 152
.of Import & Export Policy, SAIL has introduced a scheme similar
to that of PN-58. It has been stated that under Para 152 of the
scheme, .there is no element of compulsion to surrender the import
licence as was in the case of PN-58 scheme. Pending re-introduc-
tion of the PN-58 scheme, SAIL has sought that the benefit of duty
drawback in the form of replacement of HRSS coils at Nil duty
-along with the conversion norms of 1:1.313 should be extended to
it. Department of Steel has reportedly requested the Chief Con-
‘troller of Tmports and Exports to issue necessary instructions in
this regard. The Committee would await the decision of CCI&E.

3.62 As recommended by the Committee elsewhere, for gainfully
-utilising lthe inbuilt capacity of various equipments at SSP and
-using the dormant investment of Rs. 75 crores with a view to re-
ducing the production cest, the installation of second ‘Z’ mill with
associated facilities is not only essential but inevitable. Because
of the long gestation period of about 3 to 4 years required for set-
ting up a ‘Z’ mill, a decision on the question needs to be expedit-
ed.

3.63 Pending a decision about the setting up of a second ‘Z’ mill,
the Committee recommend that as proposed by SSP, the question
of financial relief on account of interest charges on the dormamt
investment of Rs. 75 crores should be examined seriously. It has
to be pointed out that the yearly interest on the dormant invest-
ment reportedly works out to Rs. 6 crores and constitutes a great
strain on fhe resources of the SSP. It would be desirable that
in view of tle finan?TA) difficulties being faced by SSP, interest heli-
day on SDF lomt should be given to SSP till integrated facilities
are establishéd. The Committee would like to be apprised of the
decision taken in the matter at an early date.

3.64 The Committee were infortmed that the Tamil Nadu Gev-
ermment which had agreed to supply power to SSP at 5 paise per
unit for a period of 10 years from the commencement of productios
has not honoured its commitment and is of late charging SSP at the
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commercdisl rate. This is purportedly being done keeping in view
the directions of the Planning Commission and Department of Po-
wer. However, the reasons advanced by Tamil Nadu Government
for change in agreement is that the rate of 5 paise agreed to was
only for integrated steel plant and not for cold rolling mill alqne.
SSP has pleaded in this regard that it should be charged on supply- 4
end—ecost-basis, if not at the originally agreed rate of 5 paise with
a view to make the plant viable. The Committee recommend that
as assured by the Secretary, Department of Steel, this matter should
again be taken up with the State Government soon after a' decisiom
is takem on the second ‘Z’ mill/second stage: of SSP..



IV. GENERAL
(a) Unutilised Land

The Committee were informed in a note that 3817.17 acres of
land for the plant, township, etc. had been acquired and possession
taken over from the Government of Tamil Nadu in phases during
the period from mid 72 to May 76. It was stated in a post evi-
dence reply that out of this 2418.47 acres of land have so far been
utilised. The amount of compensation paid for the acquired land
as on 8-10-1986 reportedly was Rs. 4.136 crores.

4.2 It has been stated that the reason for a ;najor portion of the
land remaining unutilised is the truncated clearance of only a small
part of the whole project as envisaged in the DPR. Utilisation

of this land will be possible as and when the total pro;ect is
cleared for implementation.

43 Asked about the revenue derived from the unutlllsed lands,.
SSP stated in a written reply as follows:

“As per practice followed by the Railways ‘and Highways
Department, the usufructs of palmirah and coconut trees
on the lands of SSP are disposed of through annual li-
cences issued every year to outside parties on the basis
of open tendess. The revenue accrued to SSP from this
source so far is Rs. 2"24 556.96.”

44 The blocked up investment in unutilised land . (1398.70°
acres) is valued at Rs. 128,74 lakhs. The interest burden borne

by Salem Steel Plant on this account reportedly works out tor
Rs. 5.51 lakhs per annum,’

4.5 Pointing out that the prospects of establishing integrated
steel plant at Salem did not -appear to be bright, the Committee-
wanted to know whether there is any rethinking about the utilisa-
tion of the surplus land. In reply, Chairman, SAIL said:

“If we go in for the steel plant at Salem all this land would
be required. This land was acquired during the period
when the philosophy within the Government was that
‘when such projects are taken up, the project authorities
should estimate the total requirements for the ultimate

49



50

Phase of operation and also acquire such land which will
facilitate setting up of ancillary or feeder industries and
also in a way to avoid mushroom development of the area.
Keeping that in view the land was acquired....We do not
know whether we have yet reached a stage where we can
say that this land will not be used at all....The moment
we are able to come to that situation—what will be the
ultimate development of the project—at that stage we
could estimate the utilisation of the surplus land.”

4.6 On being enquired whether the vast stretch of agricultural
land remaining unutilised for ‘the last 10 to 15 years is not a loss
to the economy and the poor farmers who were dispossessed of
their land, the witness said:

|

“The arguments are inconvertible.”

The witness then assured the Committee:

“We are hoping to build industrial complex. The project
could not be got completed in the manner it was thought
of. From now onwards we will try to work out what
are the essential need and have foreseeable expansion
of the plan in consultation with the State Government.
‘We can make the best use of it.”

(b) Dues from Railways

47 In terms of general principles, decided upon by the Cabinet
“Secretary in July 1972, it is the responsibility of Railways to const-
ruct and bear the cost of railway siding of all Steel Plants without
making any reference whatsover to the traffic potentials of the
-various plants. = However, it was decided jointly by the Chairman,
Raillway Board and Steel Secretary in January, 1974 that the rail-
way siding work at Salem Steel Plant be taken up on deposit basis
and that the assets could be taken over by the Railways when. the
first stage of the plant is commissioned. The construction work
was commenced in 1974 and completed in March, 1978 by the Rail-
ways and necessary funds were deposited by SSP. Later in July,
1978 it was reportedly decided by the Minister of Raiways and
Minister for Steel & Mines that as soon as the Plant goes into pro-
duction, the money desposited will be paid back by Railways to
SSP. SSP was commissioned in September, 1981 and the Southern
Railway authorities were requested to take over the siding and re-
fund the cost of construction of siding along with maintenance
<charges paid under protest aggregating to Rs. 140 crores. The

.
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Railways have so far not taken over the siding on the ground of
insufficient traffic.

48 A representative of SAIL stated in this connection during
evidence:

“Now they say that unless it (traffic) is of the magnitude of
the integrated steel plant it will not be possible to provide
the railway side at that cost.”

4.9 Asked about the present position, SAIL stated in a written
reply as follows: —

“Railways have once again been requested to honour the
commitments given earlier, as the commitments had been
given without stipulating any minimum tonnage of traffic
to be moved, to justify the construction of railway sid-
ing. Railways should consider the total earnings from
al]l the units of SAIL and not consider each unit separate-
ly."

410 Asked what efforts were made to settle the matter early
the Secretary, Department of Steel said:— )

“We initially took up this matter with the Railways when it

- was brought to our-notice by the Salem Steel Plant in

1982. In terms of 1978 Agreement, it was to be taken

over. We wrote to’ the Railways reminding them of the

earlier decision and for refund too. The Railways re-

., fused to do so. We then took up in May, 1983. Again

they declined, We took it up again in 1985. The mat-

ter is in correspondence with the Railways. In discussion

they have told that their assessment was that the traffic

in Salem would be 6 lakh tonnes per year. On that

basis they were prepared to agree to the earlier decision.

" They said that the actual traffic was only 1300 tonnes per

.year. At this level, it is totally uneconomical to take

over the siding or to refund the money spent. They say
they are not bound also.”

4.11 Asked whether the question will be considered when the
traffic improves, the witness said: —

“At present the Railways would not be willing to reimburse
the cost.”
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412 Later in a written reply Deptt. of Steel stated as follows:—

“Railways have stated that in case SSP 15 interested in retain-
ing siding as a private siding, they may execute an agree-
ment etc....SAIL wrote to us on 22-1-87 that they asked.

S6P for comments. The matter is being actively pursu-
ed.”

(c) Workers Participation

4.13 The Committee were informed in a note that SSP has form-
ed bipartite forums in which the management and the non-execu-
tive employees are represented. These. are, a Joint Council, two
Shop Councils (One for Works area and the other for areas other
than Works), Safety Committee, Township Welfare and Amenities
Qommxttee Canteen Mahaging Committee and Board of Trustees
for provident fund in which the non-executive employees are re-
presented by the recognised Salem Steel National Employees’ Union

(INTUC). The periodicity of meetings of these councils is stated
to be ‘monthly.

414 Joint Council reportedly is an open Committee dealing with
matters relating to production, productivity, functions of Shop Coun-
cil having common bearing with another Shop, unsolved problems
emanating from shop councils, development of skills of - worksmen

- and optimum utilisation of raw materials and quality ¢f products,
ge.neral health, welfare and safety measures for the plant.

415 The Committee observed from the information furnished
tq them. that not even a single. meeting of the joint council or shop
councﬂ _(for work areas)- has been held during the three year period
1983-85 although it was to be held every month, In respect of
other Committees like safety committee, township Welfare and Am-
enities Committee etc. the meetings have been held but not as
frequently as required. ’

4.16 When asked about the reasons for non-functioning of the

Joint Council and Shop Councils (for work areas), SSP/SAIL
stated in a written reply as follows:—

“The Joint Council and the Shop Councils (Wbrks areés)
could not function because of inter-union rivalry and”
. internal difficulties within the. recognised upion.. The

bipartite committees were reconstituted -and have started
fnnchomng from 1985.”
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417 The- number of meetings of the bipartite committees held
upto Ndvémber 30, 1986 &s informed by S8P are indicated below:

Name of bipartite Committee V' Number of mectings beld
Joint Council One

Shop Council (For works areas) Eleven

Shop Councit ( for area other than works) Twenty two

Towaship W:lfare and Amentities Committee Twenty three

Safe‘t‘y Committee Twelve

(d) Employees Education Socievy )

4.18 The Committee observed from the informttion furnjshed to
them that the responslblllty of running the school in SSP township
has been entrusted to a voluntary and non-profit society viz. Sir
Vidya Mandir Association, According to the BPE guidelines on
the subject the Management of Enterprisés’ own school could also
be arranged through establishment of employees’ education societies
‘which will help to bring about a greater sense of involvement on the
part of the employees. The Committee wanted to know whether
the management made any attempt to encourage establishment of
employees’ education society and to entrust the responsibility of
running the school to the society. SSP -stated in a written reply
as follows: —

.

“Quarters in the Mohan Nagar township were ready for occu-
pation by the employees in April, 1982. It was neces-
sary to provide educational facilities for the children of
the employees shortly thereafter. The formation of an
Employees’ Education Society would have taken time. In
any case, the society would not have had the expertise to
run the school, and would have need to rely on profes-
sional assistance. Taking into account inter-alia  the
practices in other public sector undertakings in the south,
like BHEL, Trichy and Neyveli Lignite Corporation, Ney-
veli, the responsibility of running a school in Mohan
Nagar township was entrusted to the Sri Vidya Mandir
Association, which is a reputed voluntary non-profit re-
gistered society which was already running schools in
Salem and had the requisite expertise. The school in
the Mohan Nagar Township run by the Sri Vidya Mandir
‘Association started functioning from June, 1982
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. 419 It has been stated that the Township School is affiliated to-
the Central Board of Secondary Education and that the Tamil Nadu
Government pay scales have been adopted for the teaching staff of
the school. The Committee noted that according to BPE guide-
lines, the Central pay scales may be followed as far as possible for
schools affiliated to Central Board of Secondary Education. When
enquired why guidelines were not followed in this regard by SSP,
it was stated in a post evidence reply as follows: — ,

“The teachers in Sri Vidya Mandir School, Mohan Nagar are
paid the scales of pay of the Tamil Nadu Government..
This is the pattern followed by the Sri Vidya Mandir
Association in respect of other schools being run by this
Association and which are affiliated to the C.B.S.E. The
C.B.S.E. itself provides that salaries may be paid to the
teachers of the school affiliated to it as are paid to teach-
ers in Government institutions of the State.”

(e) Shortcomings

4.20 It transpired during examination. that there was a CBI
investigation on an allegation that some of the employees of SSP
assisted a private firm (M/s. Triveni Metals & Alloys (P) Ltd,
Pondicherry) by availing leave and receiving illegal gratification
during the critical period of tria] runs and commissioning of their
mill at Pondicherry. This firm was reportedly coming up as &
market competitor to SSP.

421 CBI's findings and its recommendations are stated to be as
follows: —

“CBI, Madras in its report implicated some of the employees
of SSP for having negotiated for taking an employment
with the above firm and worked there with/without re-
muneration. CBI had recomimended to initiate depart-
mental action against all the above employees for
major penalty for violation of rules. In addition,
CBI recommended to take administrative action against
one Officer for his failure to report to the Department
regarding his father wooing SSP personnel to join M/s.
Triveni Metals & Alloys (P) Ltd. Pondicherry.”

In this regard SSP asserted in a written reply as follows:

“All the employees found guilty have been reduced to the
lower stages in their time scales with effect from
20-11-1985. In the case of the officer on whom admisist-
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rative action was recommended by CBI, a warning letter
was issued for his act of not disclosing information about
his father’s activity to the Management.”

4.22 Contradictory to te above assertion, it was noticed by the
Committee from a post-evidence note that out of the seven employees
indicated by CBI, one had left the service of SSP while the case was:
still under investigation by the CBI. ' It was stated that no discipli-
nary action therefore could be taken against him by SSP.

4.23 The Committee also came arcross another instance of short-
coming. This related to the procurement of filter material (Diatoma-
ceous Earth) which did not conform to actual requirement. 37.68 t-
of filter material at the cost of Rs. 3.62 lakhs was reportedly procured.
from M/s. Raco Chemicals, U.S.A. in 1982. SSP stated in this con-
nection in a written reply as follows:— *

“When the material was received and tested, it was observed
that the material was finer than the specifications and
hence not suitable for use. The matter was taken up with
the Supplier who even after protracted correspondence has:
maintained that the material supplied matched the specifi-
cations. Simultaneously, we were able to locate parties
who could use this material and accordingly the material
was disposed of and an amount of Rs. 3.76 lakhs realised’

out of the disposal.”

4.24 Asked who was responsible for procuring the material not con-
forming to the requirement, SSP stated in a post evidence reply that
no single individual was responsible for purchase of diatomaceous:
earth, off-grade of which was observed only after the receipt of bulk

supplies.

425 The Committee find that out of 3817.17 acres of land acquired
for setting up of an integrated steel plant at'Salem, so far only 241847
acres of land have been utilised. The locked up investment in the
unutilised land is valued at Rs. 128.74 lakhs on which the Plant has
to bear an interest burden of the order of Rs. 5.51 lakhs per annum.
The reason for a large part of the land remaining unutilised is the
truncated clearance of only a small part of the full fledged integrated
projett as envisaged in the DPR The Committee take a serious view
of the haphazard manner of acquiring land without corelating it to
the immediate requirements and for further expansion. This has
not on:ly r.esulted in locking up of huge capital on which there is a
recurring interest liability, but also poor farmers have been deprived
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of agncultnnl land which remains ynutilised and must be causing loss
10 the _economy of the State The Cqmlmttee strongly deprecate fol-
lowmg of such patently unhealthy practices.

4.26 It is a matter of concern for the Committee to note that there
is no scope for optimal utilisation of vast track of land unless a final
decision about the setting up of an integrated steel plant i is tikken. The
Committee desire that till such a decision is taken, steps shoula be

taken to ensure that the available land is put to some useful pur]rose
for SSP.

4.27 In terms of a special agreement arrived at between the Chair-
man, Railway Board and the Steel Secretary in January 1974, a rail-
way siding has been provided at Salem by Railways after accepting a
deposit from the SSP. The term of the agreement also stipulated
that the assels so created would be taken over by the Railways when
the first stage of the plant is commissioned. It was also agreed that
the funds deposited by SSP would be returned by Railways as soon
as the Plant goes into production. An amount aggregating to Rs.
1.40 crores needs to be refunded by the Railways to SSP but unfor-
tunately it has not been possible for the SSP management and the
Railway authorities to come to an amicable settlement of the issue.
Such unseemly disputes between two Government agencies do not
leave a good impression on the Committee. They desire that such
disputes should be resolved without unnecessary fuss. It should also
be seen that while entering into such arrangements the terms and
coriditions should be set out in unambiguous and clear terms so that
there is no scope for any misinterpretation at any stage.

4.28 SSP has formed joint council, shop councils and other com-
mittees in which the management and the non-executive employees
are represented. These bipartite forums are aimed to improve pro-
duction and productivity and also the general welfare of the employe-
es. Unfortunately, ne meeting of joint council and shop council for
work areas was held during the three year period 1982—85 although
meeting was to.be held every month. In-respect of other committees,
the meetings have been held but not as frequently as required. SSP
has explained that the joint council and shop council could not func-
tion because of inter-union rivalry and internal difficulties within
the recognised union and that bipartite committees have been recon-
-stifuted and have started functioning from 1985. Keeping in view
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that the effective functioning of bipartite forums have a beneficial
effect on the general industrial relations atmosphere, the Committee
hope thst the bipartite forums will be made to function lystematically
and effectively in futire.

429 The Committee find that the responsibility of running the
SSP school in the township has been entrusted to a voluntary and
non-profit making society ‘viz. Sri Vidya Mandir Association. Ac-
cording to the BPE guidelines, the management of Enterprises’
own school could be arranged through establishment of employees’
education societies. The Committee are of the view 'that “estab-
lishment of employees’ education society will help to bring about
a greater sense of involvement on the part of the employees. The
Committee would therefore suggest that the management should
encourage establishment of employees’ education society and ‘en-
trust the responsibility of running the school to the society. Inci-

- dentally, the Committee have been informed that the teachers of
the SSP school are paid the scales of pay of the State Government
although the school has been affiliated to the Central Board of Se-
condary Education (CBSE). The BPE guidelines provide that as
far as possible Central Pay scales should be followed for the
schools of the undertakings affiliated to CBSE. In this connection,
SSP has stated that according to CBSE, the teachers of schools
affiliated to it could be paid the State Government scales. The
Committee feel that the undertakings should follow as far as pos-
sible the guidelines of the BPE unless there is clear justification for
deviation. The Committee hope that SSP would implement the
BPE guidelines in this regard.

4.30 The Committee note that an employee of SSP against whom
there was an investigation by CBI left the service of SSP while
the investigation was still on. The Committee wonder whether
there is any lacuna in the service rules of employees of SAIL/Salem
Steel Plant which allows an employee to resign from service when
an ‘investigation against him is conducted/contemplated for any
misconduct. The Committee desire that SAIL/SSP should identify
such !aculiae in the service rules of employees in censultation with
BPE and remove the lacunae immediately. The Committee would
like to be informed of the action taken in this regard.

431 The Committee find that diatomaceous earth (filter mate-
rial) at a cost of BRs. 3.6 lakhs was imported from USA in 1982
which did not conform to the actual requirement. SSP has stated
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that no single individual was responsible for purchase of diatoma-
ceous earth off-grade. Though the material has been disposed off
to another party, the Committee feel that considering the foreign
exchange outgo on this account and to obviate such instarces in
future, the matter should be enquired into and responsibility fixed.

New DeLHI; o K. RAMAMURTHY,
April 27, 1987 Chairman,
'Vaisakha 7, 1909 (S). Committee on Public Undertakings.




APPENDIX

Statement of Conclusions/Recommendations of the Committee on
Pyblic Undertakings contained in the Report

S. No. Reference to Conclusions/Recommendations
Para No. in.
the Report .
1 2 3
1 161 ‘The proposal for the establishment of an

integrated iron and steel plant based on Kanja-
malai ore and Neyveli Lignite was initiated by
Government of Tamil Nadu far back in 1960.
Later Gevernment of India got a Detailed Pro-
ject Report (DPR) prepared in August 1964,
This report was reviewed by Japan Consulting
Institute (JCI) which confirmed that the “pro-

. ject was technically feasible. and economically

viable. It took six years thereafter for the Gov-
ernment of India to take a decision in favour of
setting up of the plant in terms of the announce-
ment made by the Prime Minister in Parliament
on 17th April, 1970 The inordinate delay in
taking a decision on the project was stated fo be
due to recession in demand for steel during the

sixties. The Committee fail to understand how

the DPR and. JCI, which in all probability should
have taken into account the demand position
obtaining in the country at that time, declared

' the project economically viable. The Committee

were surprised to hear from the Secretary of
the Department of Steel that the DPR in 1964
was prepared‘at a cost of Rs. 9 lakhs just to.
ascertain the technology to be adopted for the
project. The Committee feel that the expendi-
ture of this magnitude and preparation of a DPR
for this purpcse was hardly justified.

59
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On the basis of a fresh feasibility report, an
investment decision was taken by Government
of India in May 1972 to have an integrated spe-
cial steel plant at Salem at an estimated cost of
Rs. 340 crores. The investment decision was,
however, not followed immediately by imple-
mentation of the project for want of Govern-
ment sanction, Some time later Government
decided that the project would be implemented
in two stages, the first stage consisting of a part
of the cold rolling mill complex for production
of 32,000 tonnes of finished cold rolled stainless
steel and the second stage consisting of all the

facilities to manufacture 2,20,000 tonnes of

finished stainless, electrical and . other special
and mild steel sheets and strips. More than a

_year after taking the investment decision Gov-

ernment commissioned a consultant agency for
the preparatmn of another DPR. The DPR was:
submiftted in December, 1974 which put the esti-
mated cost of the total plant at Rs. 560 crores.
The Government, however, approved the DPR
only in March 1977 and announced the investment
decision. to go ahead only with the first stage of
the project which was estimated to cost Rs. 126.81
crores.

" The Committee find that though there was
prolonged delay in clearance of the project by
the, Government, happily there was no delay in
the execution of the 1st stage of the project by
the SSP management. The first stage of the
Salem Steel Plant (SSP) was completed in Sep-
tember, 1981 as per schedule and commercial
production started in March 1982, In Com-
miffee’s view this is something commendable
considering the fact that the delay in execution
of projects has been the common occurrence in
most of the public undertakings. There was,
however, escalation in the cost of the project
which went up by Rs. 54 crores due to price
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escalation and due to certain omissions in the
original estimate.

The Committee were startled to know that
the infrastructure facilities worth Rs. 75 crores
have been lying idle for ‘many years in SSP due
to delay in sah_ction of the second ‘Z’ mill by
Government. While the first ‘Z’ mill established
in the first stage of the project was for a capa-
city of 32,000 tonnes, the sdpposting facilities
were reportedly geared up for a capacity of
65,000 tonnes to cater to two ‘Z’ mills. The instal-
lation of the second ‘Z’ mill was envisaged to be
taken up soon after the completion of the first
stage in September, 1981. This has, however,
not been sanctioned by Government so far re-

" portedly due to resource constraint and market

constraint. SAIL. has informed the Committee
that SSP had to bear Rs. 10.5 crores annually as
interest and capital related charges on this

“account, The Committee wonder how these

factors were not taken into account by Govern-
ment before taking a decision on the investment.
A developing country like ours cannot afford to
keep huge capital investment idle for many
years. The Committee hope that at least in
future the Government will exerdse greater
care in handling major projects like this.

Having created capacity which has been lying
idle for years together the least the Committee
can expect-is that necessary steps to activate the

~ idle capacity would be taken at the earliest,

The Committee’s examination has revealed that
though SSP initially f\aced market constraint on
account of its high product cost, this problem
has been overcome to some extent and SSP has
now projected its demand estimates which fully
justify the immediate sanction of the second ‘Z’
mill by Government. According to the SAIL’s
assessment of demand for stainless steel, there
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would be an additional demand of over 86,000
tonnes by 1988-89. SSP has stated that the
emerging demand in the field of coinage, Rail-

" ways, etc. totalling 35,000 tonnes could be met

only by SSP failing which it would necessitate
imports of the order of Rs. 48 crores annually.
SAIL has even proposed to meet the cost of the
2nd mill which is ‘estimated at Rs. 62 crores from
its own resources generated internally. Govern-
ment are, however, reluctant'to take a decision
regarding sanction of the mill till the demand
assessments for stainless steel in the country
have been updated by a Working Group, which
is currently making a reassessmeént. The Com-

- mittee would like to be informed of the outcome

of the assessment made by the Working Gréup
and the decision taken by Government in regard
to sanction of second ‘Z’ mill for SSP.

The Committee note that ‘according to a re-
cent decision the sanction of projects costing less
than Rs. 100 crores is within the powers of the
Ministry of Steel and Mines (Department of
Steel). The Committee strongly feel that the
Ministry of Steel & Mines (Deptt. of Steel)
should sanction the second ‘2’ Mill without any
further delay keeping in view the need to uti-
lise the scarce, resources blocked up in the dor-
mant ihvestment.

Phe Committee regret to note that the Stage-
II of SSP which was expected to earn an inter-
nal rate of return of 10.3 per cent and effect
foreign exchange savings of over Rs. 100 crores
annually has not been implemented so far. The
Committee are also concerned to note that non-
execution of Stage-II has vitiated the operational’
economics of Stage-I en various counts as dealt
with in the subsequent Chapters. Regrettably
no serious attempt seems to have been made by

the Government to fully implement the Prime
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Minister’s announcement made in Parliament as
early as in April 1970 regarding establishment
of an integrated steel plant at Salem. The De-
partment of Steel has stated that the Stage-II
of SSP was deferred to take advantage of the
advancing technologies and due to adverse funds
position. The Committee are hardly convinced
of these reasons. One cannot wait indefinitely
for taking advantage of the advancing techno-
logy which is an unending and continuous pro-
cess. On the contrary an internal mechanism
could have been devised to keep abreast of the
latest technology in the field. Regarding the
funds position, the Committee do not think that
the Prime Minister’s announcement in Parlia-
ment would have been made without taking this
vital aspect into account. All this’ leads the
Committee to conclude that the inordinate delay
in taking up the project was due to lack of will
on the part of Government.

Having delayed the execution of the prOJect'
for over a decade after the approval of the DPR,
no wonder doubts have now been raised about
the techno-economic viability of Stage-II. The
Committee have been informed that the updat-
ed DPR has envisaged two “variants—one for
backward integration upto steel making stage at
ah estimated cost of Rs. 822 crores and another
for limited backward integration upto hot rolling
facilities at. an estimated cost of Rs.
412 crores. The Committee in this re-

‘gard note ‘the strong plea  of Chair-

man, SAIL for going ‘in for backward
integration of SSP. The Committee would urge
that_the updated DPR should be examined by
SAIL expeditiously and necessary action taken
to take up whichever proposal ‘is considered
attractive from techno-economic angles. The
Cémmittee note in this comnection that accord-
ing to the Memorandum of Understanding
(MOU) which was expected to come into force
on 1st April 1987 there is an obligation on the
part of the Government %o.clear within 12 weeks,
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the project proposals incorporated in the MOU.
The Committee hope that this wil ensure sanc-
tion of Stage-II of SSP by Government without
undue delay as in the past.

Incidentally it transpired during examination
of SSP that a proposal has been made for back-
ward integration of the plant under joint sec-
tor. The Secretary, Department of Steel
claimed before the Committee that it is not a
practical proposition. The Committee are also
of the same view and would like to be inform-
ed of the final outcome of the examination of
the preposal by Government and its reaction.

One of the objectives of setting up of SSP
was stated to be to provide direct employment

. to a good number of personnel at plant and in-

direct employment to many times the number
at plant in feeder and ancillary industries. The
Committee are distressed to find that precious
little was done to accomplish this objective..
According to Chairman, SAIL the integrated
steel plant envisaged originally could have of-
fered a lot of opportunities for development of
feeder and ancillary industries. This again
underlines the urgent need for backward inte-
gration of SSP in the context of accomplishing

. this objective. Notwithstanding this, the Com-

mittee received an _impression that sufficient
efforts have not been taken to achieve what-
ever possible with the limited scope that the
present plant offers in regard to the above ob-
jective. SSP claimed that the ban by Govern-

ment on - setting up of new units and expansion.

of existing units for mamufacture of stainless

steel articles was the major constraint in this -

regard. The Department of Steel however, in-
formed the Committee that this ban had been
removed as early as in July 1983. The Com-

“mittee hope that as assured by Chairman, SAIL’

vigorous efforts would be made in cooperation

~.
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with the State Government authorities to ex-
ploit the entrepreneurial talent in the local peo-
ple and thereby move towards fulfilling this ob-
jective to the extent possible. ’

The Committee regret that out of 3000 fami-
lies displaced on account of land acquisition for
the SSP only 192 could find job jn SSP though
560 people had registered with the Employment
Exchange. It has been stated that due to the
sophisticated nature of the plant and the require-
ment of specialised skills in operating the same,
SSP could not hire pll the people. The Com-
mittee hope that when expansion of SSP takes
place, the other displaced persons would be"
given priority for employment.

The Committee find that SSP established its
viability by breaking-even in 1984-85 after in-
curring a loss of about Rs. 32 crores during the
first two years of operation. It made a profit
of Rs. 2.92 crores in 1985-86 'and Rs. 3.0 crores
(approx.) in the current year. The capacity utili-
sation was 947, in 1985-86 and 107% in 1986-87
though it was less than 25% during 1982—84
and was only 63%, in 1984-85 reportedly due to
the process of plant stabilisation and other ad-
verse factors.

The Committee are happy to note that in a
short span of its operations, SSP has proved
the quality of its: products by making token
exports to advanced countries like Japan, USAs

_ Canada, West Germany, Australla and some

other countries. It is a matter of satisfaction
to note that SSP has won industrial safety
award for the fifth year in succession and it
has also won the prestigious ‘Sword of Honour’
award for 1986 from the British Safety Coun-
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cil. The Committee feel that in the context of

the constraints faced by SSP, its performance

on the whole has been commendable. The

Committee would like SSP to keep up its per-

formance and put in more soncerted efforts to .
further improve its performance in the coming

years. '

The Committee find that Hot Rolled Stain-

< less Steel Coils (Hot Bands) are the basic in-

put material for Salem Steel Plant and as at
present the Plant is entirely dependent upon
imports for the supply of Hot Bands. It has
been stated that as per Import Policy 1985-86,
the imports of Hot Bands have been canalised
through MMTC. Prior to that even though
such imports were canalised either through
MMTC or SAIL, SSP had been allowed direct
imports of its requirements under Open Gene-
ral Licence. After the introduction of the Im-

" port Policy 1985-88, the position has changed

to the disadvantage of SSP. Even under the
new dispensation of canalisation SSP has been
given the facility of direct imports but a condi-
tion has now been imposed which requires SSP
to ensure that counter trade arrangements are
also incorporated in the contracts for imports
of Hot Bands. In Committee’s opinion the
imposition of such obligations on a production
enterprise is hardly justified as they cannot be
expected to undertake counter trade arrange-
ments, which should be the job of trading en-
terprises like MMTC and STC. As has been
pointed ot by SSP, insistence on counter-trade
anrangements Tresults in reduction in bargain-
ing power and also delays the finalisation of the
order.. The Committee feel there is force in
what' the SSP says and accordingly recommend
that SSP should be permitted to import Hot
“Bands directly without trying to insist on coun-
‘ter trade.. The . Committee - desire that the

- ~—
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Départment of Steel should take up this matter
with the appropriate authorities for finding a
workable solution to the problem of SSP.

The Committee find that presently efforts
are on to produce the Hot Bands indigenously
through ASP—Bokaro route. Under this sche-
me, the ingots made at Alloy Steel Plant will
be Hot rolled at Bokaro and Rourkela and
brought to Salem Steel Plant, for which addi-
tional facilities have to be provided at Salem
Steel Plant at an estimated cost of Rs. 115
lakhs. The Committee feel that economics of
the proposal for indigenously produced hot
bands do not appear to have been worked out
hully and it is expected that against the present
price of Rs. 16200 per tonne for the imported
material the price payable for indigenously
produced hot bands would be around Rs. 29,000.
Further the quantum of supply of material
through this route will depend on stabilisation
of production and the quality of the product.

Apptehensions on the quality of finished ma-
terials through this route and the higher  re-
jection rates have already been expressed by
the representatives of SAIL. The question of
coordination at different level in also likely to
pose a problem. ‘< The Committee are of the
firm view that there can be no substitute for
indigenisation but before finalising the arrange-
ments all the pros arid cons need to be proper-
ly assessed. In this. context, the Committee
would like the Government to consider urgent-
ly whether the installation of a hot rolling
mill and iron/steel making facilities at Salem

" would not be a more desirable proposition and

take expeditious action accordingly.

Salem Steel Plant has been depending upon
imported raw materials and hence "the econo-
mics of the undertaking always depend upon

«



<

16

17

the customs duty charged. 'The Committee
find that the plant was conceived with a cusjoms

duty level of 70%, of the raw materials. As

_against this, SSP had to pay customs duty at

rates as high as 3359, in the past. The pre-
sent level of duty is stated to be 90%, and this
is one of the major factors responsible for high
cost of production in SSP. - It is interesting to
note that whereas SSP imports are subject to
a duty of 909, the equivalent duty on hot bands
made out of the imported scrap by its competi-
tors works out to 13 per cent only. The Com-
mittee desire that the obvious anomalies in the

. duty structure which results in a price disad-

3.58

359 *

vantage to a public sector undertaking should
not be allowed to persist and immediate action
should be taken to remove such anomalies where-
ever they exist. -

It has been further pleaded that the landed
cost of Hot Bands had moved up at much steeper
rate than the increase in the selling price. It
has been stated that a reduction of customs
duty to 70%, from the current level of 90%
can offset the price disadvantage to SSP to the
extent of about Rs. 3600/- of finished steel. The
question of reduction in customs duty is stated
to be under-examination and the Committee de-
sire that the matter should be vigorously pur-
sued to its logical end.

-

The Committee find that customs Notification
No. 150/81 allows import of Hot & Cold Roll-
ed Stainless Steel Sheets and plates at a conces-
sional duty of 659, for specified industries.
This provision is liable to be misused to the dis-
advantage of SSP who are required to pay a
duty of 909,. Similarly the Custom Notifica-
tion No. 8/84 dt. 10-1-1984 again works to the

<
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disadvantage of SSP. The Committee desire
that whenever such provisions which are inimi-
¢al to the interest of a:public undertaking like
SSP cpme to notice, immediate action should
invariably be initiated by the Government, to, .
rectify the deficiencies at the earliest. The
Committee expecs that necessary remedial steps
will be taken by the Government to safeguard
the interest of SSP.

The Committee were informed by SAIL that
there had been..unports of stainless steel to the
tune of 5,000 to 10,000 tonnes every year when
there was considerable under-utilisation of capa-.
city in SSP. The Committee in this connec-
tion note that SSP’s price of stainless steel was
Rs. 47,000 per tonne as against the imternational
price of Rs. 20,960 which obviously is an atirac-
tion for imports. In order to restrict these im-
ports, - a scheme known as PN58 (Public”
Notice—58) scheme was introduced in Decem-
ber 1982. The scheme enabled SSP to offer

"“its products at international prices to the holders

of import licence and to draw HR coils without
payment of customs duty. Under the scheme
all types of import licerices were required to be
surrendered to SAIL for availing supply from
SSP. The scheme was, however, discontinued
in April 1985 reportedly due to representations
from the holders of import licences against the
scheme. * SAIL has sought the re-introduction
of the scheme inm order to stabilise the market
and to improve SSP’s capacity utilisation. De-
partment of Steel have informed the Committee
that they have already moved the Ministry of
Commerce for ~reintroduction of the scheme.
The Committee desire that the Ministry of Com-
merce should examine the matter expeditious-
ly keeping in view the need to restrict avoid-
able imports and - resultant outflow of scarce
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foreign exchange. The Committee have the
least doubt that the reimtroduction of the sche-
me will help in avoiding clandestine imports
and otherwise also curbing the imports. '

The Committee note that under the provi-
sions of Para 152 of Import and Export Policy,
SAIL has introduced a scheme similar to that of
PN-58. It has been stated that under Para 152 of
the scheme, there is no element of compulsion to
surrender the import licence as wag in the case
of PN-58 scheme. Pending re-introduction of the
PN-58 scheme, SAIL has sought that the benefit
of duty drawback in the form of replacement of
HRSS coils at Nil duty along with the conver-
sion norms of 1:1.313 should be extended to it.
Department of Steel has reportedly requested the
Chief Controller of Imports and Exports to issue
necessary instructions in this regard. The Com-
mittee would await the decision of CCI&E.

As recommended by the Committee else-
where, for gainfully utilising the inbuilt capacity
of various equipments at SSP and using the dor-

.mant-investment of Rs. 75 crores with a view to

reducing. the production cost, the installation of
second ‘Z? mill with associated facilities is not
only essential but inevitable. Because of the
long gestation period of about 3 to 4 years requir-
ed for setting up a ‘Z’ mill, a decision on the
question needs to be expedited,

Pending a decision about the setting up of a
second ‘Z’ mill, the Committee recommend that
as proposed by SSP, the question of financial
relief on account of interest charges on the dor-
mant investment of Rs. 75 crores should be exa-
mined seriously. It has to be pointed out that
the yearly interest on the dormant investment
reportedly works out to Rs. 6 crores and consti-
tutes a great strain on the resources of the SSP.
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It would be desirable that in view of the finan-
cial difficulties being faced by SSP, interest holi-
day on SDF loan should be given to SSP till
integrated facilities are established. The Com-
mittee would like to be apprised of the decision
taken in the matter at an early date.

The Committee were informed that the Tamil
Nadu Government which had agreed to supply
power to SSP at 5 paise per unit for a period of
10 years from the commencement of production.
has not honoured its commitment and is of late
charging SSP at the commercial rate. This is
purportedly being done keeping in view the

“directions of the Planning Commission and

Department of Power. However, the reasons
advanced by Tamil Nadu Government for change
in agreement is that the rate of 5 paise agreed
to was only for integrated steel plant and not
for cold rolling, mill alone. SSP has pleaded in
this regard that it should be charged on supply—
end-cost-basis, if not at the originally agreed
rate .of 5 paise with a view to make the plant
viable. The Committee recommend that as
assured by the Secretary, Department of Steel,,
this matter should again be taken up with the
State Government soon after a decision ‘is taken
on the second ‘Z’ mill/second stage of SSP.

The Committee find that out of 3817.17 acres
of land acquired for setting up of an integrated
steel plant at Salem, so far only 241847 acres of
land have been utilised. The locked up invest-
ment in the unutilised land is valued at Rs. 128.74
lakhs on which the Plant bas to bear an interest
burden of the order of Rs. 5.51 lakhs per anhum.
The reason for a large part of the land remain-
ing unutilised is the truncated clearance of only
a-small part of the full fledged integrated project
as envisaged in the DPR. The Committee take
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a serious view of the haphazard manner of acquir-

“ ing land without correlating it to the immediate

requirements and for further expansion. Thls has
not only resulted in locking up of huge capital
on which there is a recurring interest liability,
but also poor farmers have been deprived of
agricultural land which remains unutilised and
must be causing loss to the economy of the State.
The Committee strongly deprecate following of
such patently unhealthy practices.

It is a matter of concern for the Committee to
note that there is no scope for optimal utilisation
of vast track of land unless a final decision about
the setting up of an integrated steel plant is
taken. The Committee desire that till such a

‘detision is taken, steps should be taken to en-

sure that the available land is put to some useful
purpose for SSP.

-

In terms of a special agreement arrived at
between the Chairman, Railway Board and the
Steel Secretary in January 1974, a railway siding
has been provided at Salem by Railways after
accepting a deposit from the SSP. The term of
the agreement also stipulated that the assets so
created would be taken over by the Railways
when the first stage of the plant is commissioned.
It was also agreed that the funds ¥eposited by
SSP would be returned by Railways as soon as
the Plant goes into production. An amount aggre-
gating to Rs. 1.40 crores needs to be refunded
by the Railways to SSP but unfortunately it has
not been possible for the SSP management and
the Railway authorities to come to an amicable
settlement of the issue. Such unseemly disputes
between two Government agencies do not leave
a good impression on the Committee. They de-
sire that such disputes should be resolved with-
out unnecessary fuss. It should also be seen that
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while entering into such arrangements the terms
and conditions should be set out in unambiguous
and clear terms so that there is no scope for any
misinterpretation at any stage.

SSP has forined ‘joint council, shop councils and
other committees in which the management and
the non-executive employees are represented.
These bipartite forums are aimed to improve pro-
duction and productivity and also the general
welfare of the employees. Unfortunately, no
meeting of joint council and shop council for
work areas was held during the three year
period 1982—85 although meeting was to be held
every month. In respect of other committees,
the meetings have been held byt not as frequent-
ly as required. SSP has explained that the
joint_council and shop council could not func-
tion because of inter union rivalry and inter-
nal difficulties within the recognised union' and -
that bipartite committees have been reconstitut-
ed and have started functioning from 1985.
Keeping in view that the effective functioning
of bipartite forums have a beneficial effect on the
general industrial relations atmosphere, the
Committee hope that the bipartite forums will
be made to function systematically and effec-
tively in future. :

The Committee find that the responsibility of
running the SSP school in the. township has
been entrusted to a voluntary and non-profit mak-
ing society viz. Sri Vidya Mandir Association. Ac-
cording to the BPE guidelines, the management
of Enterprises’ own school could be arranged
through cstablishment of employees’ education
societies. The Committee are of the view that
establishment of employees’ education society
will help to bring about 2 greater s2nse of invol-
vement on the part of the employees. The
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Committee would therefore sug‘gesf that the
managemeni should encourage establishment of
employees’ education society and entrust the

" responsibility of running the school to the so-

ciety. Incidentally, the Committee have been
informed that the teachers of the SSP school

-are paid the scales of pay of the State Govern-

ment although the school has been affiliated to
the Central Board of Secondary Education
(CBSE). The BPE guidelines provide that as
far as possible Central Pay scales should be
followed for the schools of the undertakings affi-
liated to CBSE. In this connection, SSP has
stated that according to CBSE the teachers of
schools affiliated to it could be paid the State
Government scales. The Committee feel that
the undertakings schould follow as far as possi-
ble the guidelines of the BPE urless there is
clear justification for deviatior. The Committee
hope that SSP would implement the BPE guide-
lines in this regard.

The Committee note that an employee of SSP
against whom there was an investigation by CBIL
left the service of SSP while the investigation
was still on. The Committee wonder whether
there is any lacuna in the service rules of em-
ployees of SAIL/Salem Steel Plant which al-
lows an employee to resign from service when
an investigation against Jhim is conducted/con-
templated for any misconduct. The Committee
desire that SAIL/SSP should identify  such
lacunae in the service rules of employeés in con-
sultation with BPE and remove the lacunae im-
mediatelv. The Committee would like to be
informed of the action taken in this regard.

The Committee find that diatomaceous earth
(filter material) at a eost .of Rs. 3.6 lakhs was
imported from USA" in 1982 which did not

~
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conform to the actual requirement. SSP has
stated that no single individual was responsible
for purchase of diatomaceous earth off-grade.
Though the material has been disposed off to
another party, the Committee feel that consider-
ing the foreign exchange outgo on this account
and to obviate such instances in future, the mat-

ter should be enquired into and responsihility
fixed.
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