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INTRODUCTION 

I, tho Cbairman, Committee on Public Undertakings having been autho-
rised by the Committee to present the Report on their behalf, present thia 
Eighty-Ninth Report on Durgapur Steel Plant of Steel Authority of India 
Ltd. 

2. The Committee's examination of the working of the Company wat 
mainly based on the Report of the Comptroller and Auditor General of 
India, 1981, Union Government (Commercial) Part X. 

3. The Committee took evidence of the representatives of Steel Authority 
of India Ltd. on 18 and 19 July, 1983 and of Ministry of Steel and Mines 
(Department of Steel) on 16 and 17 September, 1983. 

4. The Committee considered and adopted the Report at their sitting 
held on 5 April, 1984. 

5. The Ccmmittee wish to express their thanks to the Ministry of Steel 
and Mines (Department of Steel) and Steel Authority of India Ltd. for 
placing before them the material and information they wanted in connection 
with examination of the Company. They also wish to thank in particalar 
the representatives of the I>epartJncnt of Steel and the Company who gave 
evid~ and placed their considered views before the Committ~. 

6. 'Iho Committee also place on record their appreciation of the assist-
ance rendeml by the Comptrollct and Auditor Gqleral of India. 

NEW DELHI; 

17 April, 198.4 

28 Chaitra, 1906 (Saka) 

(vii) 

MADHUSUDAN V AIRALB, 
Chairmtllt, 

Committee on Public Undertakings 



CHAPTER I 

PRODUCTION PERFORMANCE 

A. General 

Durgapur Steel Plant with a capacity of 1 million tonnes steel ingots 
was taken up with British Technical assi~tancc and tnc construction of 
one million tonne stage (0.814 million tonne saleable steel) was com-
pleted in May 1962, at a cost of Rs. 184.87 crores. The C'ap!lcity was 
increased to 1.6 million tonnes of ingot stccl (1.239 million tonnes sale-
able steel) by 1969-70 at an additional cost of Rs. 68.38 crores. Capital 
expenditure incurred on additions, modifications and replacements upto 
31-3-1983 was Rs. 181.47 crores including an amount of Rs. 61.01 crores 
incurred on captive power plant and Rs. 12.51 crores on account of 
Bolani Ores. The total capital investment upto 31-3-1983 was thus Rs. 
434.72 crore.'l. 

Overall Production Per/or11Ulnce 

1.2 A review of production performance of the Plant showed that the 
capacity utilisation of the plant in terms of steel ingots gradually went up 
from 40% in 1970-71 to 68% in 1976-77. The production of saleable 
steel also rose from 33% of the capacity in 1970-71 to 73% in 1976-77. 
The position, however, started deteriorating thereafter, as would be seen 
from the following table : 

-_. .. -.---- .... ~ -- --_. 
. Year 

tt76-77 
Steo1lDlOta 
Saleable Steel 
tm·'7I 
Steel Inaota 

-Saleable Steel 
19'71-79 
Steel IDlOta 
Saleable Steel 
197,.... 
Steellqot.l 
Saleable Steel 

-.. ---.. ~ ._--' 

---------_. __ . __ .. 

Rated budated 
capacity produc-

tion 

2 3 

(in lakhs tonnes) 

Actual ~'~IC or Actual 
produc- production to 

tion --------
Rated Buclpled 

caPacity produotion ---_. 
4 S 6 

----- .-. ----~---- .. . - - ...... ---_ .. ~ •.. -----

16·00 11 '00 10'91 68 99 
12'39 8·2' 9'01 73 109 

160()() 12'50 10·92 68 87 
12'39 10'23 8·65 70 8S 

160()() 12'50 9·46 -;9 76 
12'39 10'18 7·78 63 76 

16'00 12-50 8'82 5S 70 
12'39 JO·OO 6·05 49 60 -----.. . --- .--.-.~ -. __ .. _--_.-

(I) 



I""'J 
Steel Inaots 
Saleable Steel 
J9II-82 
Steel Inaots 
Saleable Steel 

I~ 

Steel 'lnaots 
Rideable Steel 

2 

2 

16·00 
12'39 

16'00 
12,39 

16'00 
12'39 

3 

10·70 
8·55 

'(0'00 
7·80 

12 '00 
9'(;5 

4 

7·41 46 69 
5·91 48 70 

9'30 58 93 
7·82 63 100 

9'52 60 79 
8 '12 65 84 -----------

1,.3 The plant mana,cmcnt have analysed the reaso~ for loss of CODtd- ' 
~~on nlll~S1~due to internal and exte~al ~9ses from the year 1973-74-
t<? t981-83 With reference to budgeted productIon. which were a$ lollows :' 

Year Particulars External Causes 

Short-
ales of 
power 

Difficulty 
in 

movement 
of Raw, 
M:=lals 
sJaortaJ,CS 

(Quant it)' in lakh tonnes) , 

Internal Causes 

Indus. 
trial 
disputes 

Break 
<iown 

.t shut-
downs 

in 
eacea 

of 

~~ 
hme .' other 

Total 

--,----,~-------------,-,.------.. ----~------
2 3 4 5 6 7 _. -.------~.- .. ------

J'973r74 Pia Iron 0007 0-39 0-43 0·89' 
Steel 0'70 0'14 0'75 0-70 2'29 

~15 Pi,lron 
Steel 0'54 0'69 0·11 I '09 2'43 

1975-76 Pi. Iron 
S.I 0-03 0'03 

1916-77 Pia Iron 
Steel 

1"'7·78 Pia Iron "08, toOl, 
S .. I 0'36 0'03 H-9 1 '68 

1978·79 Pia Iron 0·02 0'07 0·09' 
Steel 0'27 0'41 0·29 I '27 1·:14 

JIf9·80 Pia Iron 
0'16 S ... 3 -53 0'l4 ' 4'~3 

,1980-81 PI,lron 
Stccl 2·50 0'05 0·06 2-6' 

WlI-82 Pqlron 
Steel 0'46 0'23 O·~ 1 .)) 

1982-83 Pia Iron 
Steel 0'55 0'18 1'05 1-'11 

~nclTotal PI,lron 2"06-
Steel 1'8'62 -----._-- .-. __ .... _ ... _---_ .... ----- ....... -- ------- .--.-. 
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1.4 The loss of contribution mar$in on the above production loss was 
stated to be Rs. 104.72 crorts. 

1.5 According to Audit, With a view to ulilW"¥ the existin& p'!ant 
capacity to the maximum extent, p(ovision ef cettl»nbalancing r~.~ 
(34 items) involving an estimated outlay of Rs. 27.04 crores approximately 
was made, in the long-term corporate plan draw" up by the Company 
in November, 1982. It was anticipated that, consequent upon implementa-
tion of these facilitias, plant would attain' a pr9ductiQO l~vel of 14 lakh 
tonDes of steel ingots from 1975-76. ltew-as ~ (May 1977) by the 
Steel Authority of India Ltd. that balancing facilities had already been 
commissioned. 

1.6 Nowithstanding the completion of balancing facilities, the Plant had 
so far attained the maximum production level of 10.92 lakh tonnes of 
steel ingots (1977-78). It may be relevant to mention tbat the. J\Ction 
Committee appointed by the Government to stlJdy the wQrJcing 01 Pl.blic 
Sector Enterprises had in this connection observed in it,s draft rewrt ~t, 
"Considering the situation that exiats at Durgapur and the cult.:ufe ~t 
has developed as a result of continued low production for years together 
in the past and also considering the fact that the plant is not in a good 
shape due to continued neglect in maintenance, Government may &e<:ept 
1.4 M.T. 0{ ingot steel per year as a practical capacity from ~6 plant. 
It might be possible for the Plant to improve upon the derated cap&city, 
when all the constraints were removed and plant maintenance and discipline 
were brought to normal." 

1.7 In this connection, SAIL inti;Dlated Audit in October, 1981 as 
follows :-

"Subsequent to the submission of draft report by the Action Com-
mittee, the Government of India un~r UK ~hnical aid com-
missioned in November 1979 ~ritish Steel CO)"pOration (O.v~*as 
Services) to study the condition of the Steel Plant and subQUt a 
report for modernisation of the P~t. Accordins to the' ~ 
subntiUcd in Nove~r, 1980, the plant cao achieve a maxtl,,~m 
pr~n of 1.l5rpilIion tonnc~ of steel ingotS per ~nnmn. 
keeping il} view the existing health· of !Pc equipment." : '. 

'. 1.8 The COI]),Olj,ttee enquired from reprcse.,tativcs of SAIL ~~r 
qte sQ&&elltion of ~rating of capacity of ~ plant to 1.4 ,miU~on tCJ!!netl 
per a'ltltum as sugges~ by theJ\j::tlon Comm,lttee was ~ep~, 1)y ·O~ 
vernment. The Managing DirectOr, Dui'gapur Steel pfant stated in 
evidence: . 

"The Action CommiUee's suggestions of taking the capacity as 1.4 
MT is not, to my kn.owledgc. ~epted by the GovernltWlt. We 
still say and all the c~ulJ1.f\ons that have been produced here are 
also on the basis of 1.6 MT." 

In the same context, the Chairman, SAIL added ;-
.•... Thoup various expert committeei fulve Biven various 
views-varying from 1.15 l,fT by British Steel Corporation and 
ME.a»l whi~ DOt Jiving fiSUfC$ Dve said that ~rtain facllit~ 
should be increued to enJQf,C 1.6 MT capacity, but as far all we 
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are concerned we have for many reasons main!.W,ned as far as our 
official reckoning is concerned that the capacity is 1.6 MT." 

1.9 Asked whether there was an element of over~estimation in the 
fiaure of 1.6 MI, the Chairman, SAIL stated :-

"To be very frank we also feel that there is an element of . over~ 
estimation in mentioning 1.6 MT because there have been anomalies 
in the actual execution as compared to the original project report. 
But our difficulty has 00& that before a finn figure is arrived at, 
if we assume any lower figure than originally indicated, it has many 
jmplications. Therefore, we have not done that until on Govern-
ment approved basis some sort of a revised capacity is indicated. 
That is the fact." 

1.10 When the Committee desired to know as to whether any decision 
had been taken by the Ministry in regard to the capacity of the Plant so 
that its production performance could be judged on a realistic baJ5is, the 
Secretary, Department of Steel in evidence stated :-

..... The inw.>t steel capacity given the current situation of raw 
materials wlll be 1.15 mllion tonnes provided there are no power 
constraints or labour problem, etc. . .. A number of studies have 
been made. There is the task force which has been appointed 
to go into the question as to what will be the characteristics of 
raw-materials that will be available in future and on that basis what 
will be capacity looking ahead and what needs to be done to 
improve the operation of the plant." 

1.11 The Committee enquired as to whether the Ministry have analysed 
1he reasons for persistent low capacity utilisation in Dul1apur Steel 
Plant and identified the main production constraints. In reply, Secretary, 
Department of Steel in evidence stated that both the Steel Authority of 
lndia Ltd. and the Departm.eat of Steel bad analysed the constraints that 
had prevented the achievement of optimal capacity utilisation. The 
maiD factor in regard to hot metal had been the raw material character-
istlc:a and to a limited extent oven availability. Second factor bad been 
the power supply. Other factors, which were to an ·extent separate one 
were industrial relations problems and also breakdown of equlpments as 
8Iso certain unforeseen natural calamities like ftoods. 

Elaborating. the witness stated : 

"In regard to raw material characteristics, there has been a dete-
rioration far in excess of what anybody could possibly have anti-
-cipated. I will just mention two or three critical factors. First 
is the alumina silica ratio. The project basis was 1.8 whereas it 
has actually varied between 2.3 to 2.6. It is not merely the absolute 
deterioration in quality but also the fact that this varies from 2.3 
10 2.6. The fact is that it varies and, therefore it is not consistent 
in character. Second thing is the iron content in iron ore. What 
18 most important here is the actual variation-the daily variation. 
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The actual project basis was that daily variation in Fe coa.tent 
should not exceed O.S but the actual variatioa has been between 
4.9% and 6.37%. Then there is the ash wnteat in cob. 24.7 per 
cent ash was the parameter on which the project was based. In 
actual pradice the ash content has been between 27.S per cent 
and 28.9 per cdbt. What is "'Iually important is the daily variation 
ill the ash content. The project was based QJl' a daily variation 
of not exceeding 1; but, in actual practice, the variation. is 1.55 
to 2.46". 

1.12 As rcgards power, the witness added that their actual requirement 
of power from outside was 50 MV A. But in the last five years the restriction 
on the availability of power was as fonows : 

Year A vailablUty 

1978-79 47% 
1979-80 88% 
1980-81 82% 
1981-82 53% 
1982-83 65% 

Apart from the absolute curtailment of power supply, there had been 
interruptions and voltage fluctuations, which had affected the plant and 
machinery. 

1.13 Besides the above two absolutely crucial factors, in regard to 
industrial relations, the number of man-days lost during the last five years 
were Stlted to be as follows : 

Year M an-day.9 lost 

1978-79 4,712 
1979-80 33,211 
1980-81 61,688 
1981-82 44,982 
1982-83 6,641 

There had a]so been go slow and work to rule. 

1 .14 When the Committee wanted to know the specific reasons for 
capacily utilisation in 1980-81 being only 46% for ingot steel and 
48% for saleable steel, the Managing Director, Durgapur Steel Plant in 
evidence stated that in 1980-81, they had taken a conscious decision to 
reduce the steel melting production due to accumu)atipn of huge quantity 
of ingots which could not be processed on account of power shortage 

1.15.-Asked about the measures taken to remove th~ various constraints 
and their results, the witness stated : 

"The various factors for the shortfall in the last five years are 
power restriction coal quality and short-supply of coal, equipment 
breakdown, u~tisfactory condition of coke oven an.d IIOmetimes 



6 

'iDdustriil r~lations problems. To Qvetcoane the first, action that 
h;as been taken is tt> instal 2 X 60 MW plants ip the captive power 
plant. Secondly, to improve upon the conditions of the coke oven 
bauery, besides the cold repair and hot rep~ir, rebiJilding of battery 
No. 2 has been· completed and capital repair of battery No. 1 
atld capital repair 01 38 has been taken in hand which would 
be completed before the end of this year. To overcome the 
problem of inadequate supply of coal, we are in constant touch 
with Coal India Ltd. and we have also introduced from ta~t year 
infrastructural Coordination Meeting at the . plant level also. To 
the meetings which are taken up at the corporate level \\ith the 
Coordination Secretary, we invite the railway officials, Coal. I~dia 
officials and also DVe officials. There we discuss this probJcin. 
We discuss about the plan, what they have COJ11mitted, what they 
should supply and the difficulties we have been facing. Sometimes 
we also take the officials to the plant. We discuSs our problems 
We get sometimes stone along with coal which breaks down the 
equipment and affects the continuous production and, through these 
discussions, we are trying from our side, to solve this problem. 
However, the quantity and quality of coal is a pr:oblem. But we 
had increased our jnter-action additionally and we are uying to 
solve it." 

1.16 The Committee enquired about the reasons for failure to even 
achieve generally the budgeted production targets whicb we,re fixcd~ry 
year taking into consideration all the constraints. The Chairman, SAIL 
stated that firstly, they were not evaluating the items like quality of ash 
in the Budget and also they were not assuming constraints of power or 
shortage of coal because they vary from year to year. Secondly when yearly 
plan were made assurances were given to them reiarding power and 
coal s\lf>Ply therefore, they could not plan for the shortage. 

1.17 In reply to an Unstarred Question No. 2918, in Lok Sabha on 
] Oth August, 1983 the following figures were ~iven in regard to capacity 
utilisation of various integrated Steel Plants durmg 1980-81, 1981-82 and' 
1982-83 : 

Percentage of Capacity Utilisation 
._--------

Year 1980-81 1981·82 19~~.'iJ --- --'--'--'-~' --
Inaot Saleable Inlot Saleable Ingot SJI~ablc 

Plant Steel Steel Steel Steel Steel Steel 
.----.----------------_._-----... ------

Bhilai 81 ·6 92'S 8S 93 85 94 

DurlllPur. 46-3 48-3 51! 63 ClO 6S 

Rourkc:la". 64·7 80·4 67 89 ti4 Sl 

Botero 36·9 42'8 72 75 73 78 

liSCO 60·9 65·4 60 61 6:! 63 

SAIL 58'3 65·9 71 78 71 79 

nsco .' 93·7 102'5 98 107 97 106 ._-_._---------_. __ ._---_._.-._---_.- .. __ ._--_ .... 
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1 .. 18 The Committee enquired whether the Ministry had anal).;.;d the 
prodoction constraints peculiar to Dutgapur Steel Plant resulting in poor 
produ.:tion performance as comp~red to other ~tecJ plant~. The S:crctar},. 
Department of Steel in evidence stated : 

"We have analysed the prodU\;tion (.:onstraints particularly v.~ have 
analysed the Dlirgapur Steel Planl with other ~tl.:cl plants. If you 
take Bokan>, it has iron qn: bl'nd1ciation blending and aVU(8Iing 
of iron orc. Ash contcnt in coking coal is llluch less in Bokaro. 
So is the Ash conknt in coking coal in Bhilai. In Bhilai. c...'1c posi-
lion is that it has iron ore bl'ndiciation, blending and J.vcra,&ing 
of all raw materiab including coal. Power situ.(lion is lNUcr than 
in DVC. serVt.~d steel plants. The Ash content in Bhilai i~ Qluch. 
lower than in Durgapur. Now, ROllrkdJ has iron ore beneficiation 
also. In regard to coking coal, its ash content i~ also lower . than 
in Durgapur. Detailed analysis of factors and constraints and the 
performance of the various units Il'dw also bl.:en compared a'ld oom~ 
parl.:o regularly," 

J .19 Uurgapur Steel Plant set UI) in 1962 with a capacity of I million 
tonnes of ingot steel wa~ expanded to 1.6 million tonnes by 1969·70. The 
production of the plant was lagged far behind the rated capaci~. Tbe 
capacity utilisation in temls of steel ingots ran~ed from 40~"( to 6!r;; 
during 1970-1983. The Plant has failed even to maintain the prod.dio. 
level reached ift 1976-77, the capacit~, utilisation during the IR. ... 3 years 
being only 46(;" 58(;( and 60r;( as against 68t:'( achieved in 1976-77. 

1.20 The Committee have been informed bl the Plant management 
that on account of raw material~ and other constraints t.he eft'ecti,e capa-
city of the Plant wa!l lower than 1.6 million tonnes. Assessmenh of capa-
citl Illude hy vurillus experts ranJ.,'t!d (rulD 1-15 millil)lI ton nt's to 1" million 
tonnes. However, neither the SAIL Corlwratc Office nor the Miaist~, 
have approved the derated cal)acity, as llccording to Chllirman m SAIL, 
'assuming an) lower figure than originalll indicated has many imp~ ... t;·. 
In the circuID~tance~. the Committee would be justified in judging the per-
fOml8DCe of the Plant with reference to rated capllcity of 1.6 million tonaes. 
Thty, howe,er, desire that the task force which is examining ths... matter 
s..,uld fix the attainable capacit), of the plant on a rational and ~ieatific 
basis so that the perfonnance of the Plant l'ould he judged in li rI"-lllis'k 
manner. 

J .21 The Committee find that the capacitl utilhation ha~ 11I0t onl) 
been much lower than the rated capacit), hut even as compared tu ~ pro-
duction ta~ets w'hich never exceeded 1.25 million tonnes and nhtch are 
fixed every year taking into consideration the various l'onstraints. The 
loss of production with reference to Rudj.!el tarJ.,oet" a~~flWlted fI, IK.62 
lakh tOllnes of Mlleable steel and 2.06 lakh tonnel> of pi~ iron durin~ 1973-
83. There was a colossal loss of contribution ma~in of R:... 1 O~.12 crores 
on this loss of production. But for this, the overall lo~ses of the plant' 
(Ks. 144.69 crores) would have been less to thi .. extent durinR thio; period. 
The positioll becomes aU the more serious when it is con~idered th.t capa-
citv utilisation of DUl'Jlapur Steel Plant has been the lowest Rio l:omp.-ed 
to· other steel IJiants of SAIL For instance, in 1982-83 alii UJl:aillHt the 
overall capadtv utilisation of 71 r:; for ingot steel and 79"J( for slleahle 
steel for all the plants of SAIL, the capacity utilisation for Durgapur Steel 
'"lant WitS onlv 600 and 65% re'ipcctiveh'. U wa~. worse as comp3ftd to 
TIseo which attained 97C'!, capacity ufm"ation for iDJ,:of ~teel and 196"; 
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fer ...... le steel. Altho. external caases like shortage of power ad 
cl&idties ia monment of raw materials and their sbortap, etc. .ve. 
e8eded prodadion, major share of loss of production bas .e.rdy beell 
on IICCOIIDt of intemal causes like industrial disputes, break-~ ad. 
Shut-dOWDS in excess of planned down-time, failure to provide bIeafIbIa and 
beDeficlation facUlties for raw materials etc. The Action COIUIittee 
appointed by· the Government in 1973 had also pointed out that ~ 
01 ...... teaance, lack of discipline and proper work coltore had lIftedecl 
the production performance of the plant. The Committee CBDDot bIIt take 
a serious view of the poor production performance of the plant on account 
of betors which were mainly U not wholly within the control of 1118J181e-
meat. Apparently, there has been failure to take timely remedial measures 
to bnprove the production perfonnance. The CommiUee nrie the aNtI for 
concerted elforfs both by the MinistTy and the management to ensure 
optimal copacity utilisation of .. he Plant. 

Unit-wise Production Performance 

B. Coke Oven Batteries 

1.22 There arc 4 Coke Oven batteries having 78 ovens each. While 
3 were commissioned by May 1962 under one million tonne stage, the 
fourth was added under 1.6 million tonnes expansion stage and commis-
sioned in July! August 1967. Half coke oven battery was further installed 
in July 1977 under ·balancing facilities as standby during rebuilding of 
ovenS'. The cost incurred on thcse batteries came to Rs. ] 8 crort~'S (upto 
30th April, 1978). 

1.23 As against the expected availability of 292 ovens per day, the 
number of oven actually in operation during 1970--R3 were much less 
ranging between 173 and 228. The average coking time of ovens wal> 
also much higher thun the designcd 19 hours 30 minutes and went UplO 
28 hours J 0 minutes. 

1.24 As against the rated I:apacity of 17.40 lakh tonnes of coke, the 
budgeted and aclunl production during; 1970-71 to 1982-83 was much 
lower, ranging from 10.21 lakh lonl1cS' to 13.91 lakh lonnes. 

1.25 A prodllctivity and clliciclWY anuly,is of these batterj~s indicated 
that the production of coke was less than the rated capacity and budgeted 
production (ex.cept in 1976-77 for budgeted production) due to: 

(i) Low availability of oYcns caused by deJoay in re-bllilding of 
half hattery of Battery No. 1, Battery No. 2 and capit31 
rC'pair of B;Ii!('r\' ~'('. :'. ;Ind IOJl~"T Cl,Lill!,! time. 

.... (ii) Lnwer pushing rate caused by adverse industrial relation. 
deterioration in condition of batteries (1970-71 to 1977-78) 
and non-availability of coal in required quantity (1970-71 to 
1979-1\0) and nitiv,li stock position (only in 1978-79 and 
1979-80). 

1.26 As a result of above. lhcr~' was a net production loss of 54.68 
takh tonnes of coke during 197fl-71 to 1982-83 after taking into account 
the impact of favourable charge and yield variance. 
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1.27 The CommiW= eDqUiIeci about tile reasons for deterioration in 
the condition of coke oven batteries. They were informed in evidence 
that the normal life of coke oven batteries was about 15 to 20 years but 
the plant could not get the full life of the battery because the battery bad 
faced thermal shocks in late sidies ducto industrial relation problem 
which deteriorated the condition of the ovens. Inadequate coal supply 
during the period 1979-80 has also caused irregularly in pushing 
schedule thereby affecting the health condition of the oven further. There-
fore, the batteries bad to be brou~t down earlier for rebuilding. Battery 
No. 1 was taken down for rebuilding.in 1968 after 9 years. Other 
batteries were kept running by continuous nursing and repairs. The 
Batteries were being brought down for rebuilding in a phased manner. 
Battery No. 2 was brought down for rebuilding after a period of 16 years. 

1.28 The Committee enquired about the time taken for rebuilding the 
battery No. 1. The Managing Director, DSP stated in evidence that it 
took. a very long time of about 6 years. Normally it should take about 
3 years only. 

1.29 When asked as to how would DSP justify taking a period of six: 
years in rebuilding and commissionin~ of battery No.1, the DSP in a note 
furnished after evidence stated that Battery No. 1 was brought down for 
rebuUding in November, 1968. Section lB of the Battery was rebuilt 
and commisisoned in February 74 against the scheduled date of December 
70. Section IA was commissioned in December 1974 against the schedule 
of February 1971. The delays in compJetin/Z the rebuilding works of 
this Battery was attributed to the following factors : 

(i) Non-availability of indigenous refractories. 
(ii) Failure OD the pan of suppliers of castin:gs. 
(ill) Delay in procurement of Silica bricks replacement. 
(iv) Delay in procurement of structural sections. 
(v) Receipt of certain defective materials requiring modifications 

before erection. 
(vi) Labour problem. with the contractors. 

1.30 Asked about the action taken against the parties for their failure 
to stick to the schedules, it was stated that as per the general conditions 
of the contract 1 % of Liquidated Damages was leviable per month with-
out any ceiling for the delay. The total penalty imposed against the 
contract for rebuilding for Battery No. I was Rs. 99,154.60. 

1.31 To another query as to what was the time taken in rebuilding of 
other batteries and what were the reasons for delay in completing the work. 
the Durgapur Steel Plant in a note stated that Battery No. n was brought 
down for rebuilding in February 1977. Section llA of this Battery was 
commissioned in July 1982 a~inst the schedule of September J979 and 
Section' lIB was commissioned in September 1982 against the schedule of 
November, 1979. 

1.32 The delays in completing the rebuilding of this Battery were 
attributed to the following reasons : , 

(i) Non-availability of castiDBS and structural,; in time. 
3-16 LSS/84 
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(ii) Labour problem with the contractors eDgaged in erection 
work. 

(iii) Delay in Civil Engg. work due to site condition. 
(iv) Higber time taken for dismantling. 
(v) Delay on the part of MECON in submitting technical specifi-

cation in quite fIj IBrge number of cases in time and also 
change in specification by MECON in some cases after pJ.ace.. 
ment of order. . 

1.33 For failure on the part of the parties to adhere to time ~hedule 
as per contract liquidated damages as per provision of contract were 
imposed on the parties and a sum of Rs. 20.17 Jakhs approximately 
(Rs. 2.96 lakhs from. public sector undertaking) was recovered from them. 

1.34 As per Audit Report, the other important aspect~ of the opera-
tion of batteries were :-

-While yield of blast furnace grade coke during these years was 
more than the Project norm (63.9 per cent of coal charge), it was 
below the norm (71 per cent of coal cbarge) fixed by the Norms 
Committee in 1968. 

-Yield of coke oven gas per tonne of coal charged was less than 
the Project norm as well as the nonn fixed by the Norms Committee. 

-The coal blend did not conform to the ratio prescribed by the 
various committees. Besides, average ash content of coal charged 
was bigber tban the project norm. This resulted in ash content in 
the blast furnace coke being higher than the Project norm. This 
bad also a detrimental effect on the operation of Coke Ovens, Blast 
Furnaces and Rolling Mill. 

1.35 While detailing upon the deterioration in raw material cbaracteris-
tics, the Department of ~teel in a note gave the following information 
reiarding the quality of coal envisaged in the DPR and quality actually being 
achieved at present :- . 

Asper 
1'6MT 
DPR 

(i) Ash In feed coal to Durppur 
Steel Plant washcry(%) • 22·77· 

(ii) Asb in clean coal for DW'-
ppur Steel Plant Washery (Y.) 16 '17 

(iii) Ash In Blend coal(%) 16'S 

(Iv) Volatile Matter in ClIarae . 
Coal (Ye). 26 ·5 

Actual average Remarks 

1982-83 April· 
September 
1983 

26'47 27'31 eA, per 1 MT DPR 

2O'S2 20·8S 

21 '78 22·43 

21 '92 21 -98 
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1.36 The actual supply of washery feed coal has been from X scam 
and below with difficult characteristics against supply from XI seam and 
above envisaged in the DPR.' The number of coal groups linked to 
Durgapur Steel Plant has incre~ to around 12. ~ to tyt'o 
groups envisaged in the DPR. This has resulted ill wide. ftuct~t~on 
in blend quality due to erratic receipt pattern as well as quality vanatu)Il 
within each group. Higher fines content in wasbery feed (from ~% of 
-36 mesh received in earlier years to around 12% currently) and mgress 
of sand has adversely affected the wasbery performance. 

1.37 The micwn index of coke has also become poorer (M 10 in.dex 
is ] 5-18% currentJy compared to 11 % envisaged by Norms Commtttee 
1968 and obtained in the earlier years) due to deterioration in coking 
properties of all groups of coal. As a result of the use of coal with h!.gher 
ash content, the ash content in coke produced ranged from 26.05 q() to 
29% during 1970-83 and was much higher than the norms of 23.5% 
given in the D.P.R. 

1.38 As regards the steps taken to ensure availability of required quality 
of coal, the Department of Steel stated in a note that the . sampling and 
analysis of coal received was initially being carried out by the Research and 
Control Laboratory, Durgapur Steel plant. Subsequently, joint sampling of 
coal (by Durgapur Steel Plant and Coal India) has been introduced. This was 
carried out by a public analyst, in the presence of representatives of Coal 
India and Ourgapur Steel Plant and the analysis was carried out by the 
Research and Control Laboratory of Durgapur Steel Plant. The matter re-
garding deterioration in the quality of coal received was being taken up 
with the suppliers regularly. Apart from this, the supply of additional 
washed coal from other washeries has been arranged in lieu of raw coal. The 
plant started receiving washed coal from outside since August, 1969. 
Regular review meetings were held by Coal Controller with representatives of 
all steel plants, Railways & Coal India Limited to co-ordinate plan/supply 
of coal as per the Plant's requirement every month. This has resulted in 
better coordination and understanding of the steel plant's _ . requirements. 
However, the desired level of quality was still to be achieved. 

1.39 On account' of lower volatile content in the coal charged and pa~y 
due to the unsatisfactory working of coke ovens there was low yield of gas. 
Low yield of gas not only affected the operation of main plant units but 
also had llhe follOWing adverse effects :-

(i) Under-utilisation of by-product plants. 
(ii) Change over of certain units to oil firing, resulting in extra cost 

of operation. 

1.40 The ProJl!ct Report envisRgl!d the use of a fuel mix consisting of 
pjtc~ croeosote mixture and coke oven gas' in the ratio of 30 : 70 in the Steel 
Meltmg Shop. On account of DOn-avaUabllity of adequate quantity of gas, 
9 furnaces Iiad to be changed over to oil firUtg at a cost of Rs. 38.07 ~ 
(upto March 1978). 

1:41 The consulDJXi!m of furnace oil during 1970-7i to 1982-8.3 rc:sult-
ed tn an extn. expenditw'e of about R.I. 83.27 erares, out of which Rs. 1.60 
e~~s . were on. account of supply of gas totbe Anoy Steels Plant neces-
slfatmg consumption of furnace oil in the Plant. ' 
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B'lending facilities 

1.42 According to the Man.ment, the' llUlin constraints affecting the 
production of better quality of coke were as follows ;-

(a) Non receipt of prime, medium and high volatile qualities of coal 
in proper sequence. 

(b) Want of buffer between coal received at the tipplers and the 
blends as a result of which fluctuation in the receipt of coal couM 
not be taken care of. 

(c) Technological limitation of the existing washery circuit which 
did not permit economic reduction in ash content of washed 
coal with the existing type of feed coal. 

(d) Want of averaging facilities at the washery of the Steel Plant, as 
a result of which coal is fed to the washery from one silo out of 
the existing five silos. 

t .43 In this connection, the British Steel Corporation in their report' had 
pointed out in 1980 that "the raw materials available present particular 
problems : notably the high alumina to silica ratio in the iron ore, the high 
ash content of the coal and the high insoluble content of the fluxes. While 
there may be a limit to how far the average quality of Indian raw materials 
can be improved, much can be done to mininuse their variability by blending 
Bnd quality control. Although the basis of a modern blending system exists 
at Durgapur Steel Plant it is, presently ineffective partly because of the state 
of repair of equipment but also because of design inadequacies." 

1.44 The Committee desired to know the reasons for not providing 
proper averaging and blending facilities, the Managing Director, DSP stated 
10 evidence : ' 

"It is an obvious and serious omission during the de8igning of 
the original project that proper averaging and adequate stocking 
facilities were not provided for different types of coal. This error 
is sought to be rectified under the modernisation programme." . 

1.45 When asked all to whether the management came across this defect 
before conceiving the idea of modernisation, the witness stated : 

"Yes, It was felt by the plant manngcment that thc!>C' fa:ilitics 
should have been there earlier al<o and whatever steps could be 
taken by the management to minimise this defect had been taken by 
tnking up the matter with the concerned authorities!' 

1.46 The Committee enquired why timely measure could not be taken 
to overcome this constraint. The Department of Steel in a note furnished 
after evidence stated that when the DPR was prepared for the 1.6 MT eX-
pansion in early sixties, the consultant and the Plallt were guided by the 
experience of the Plant in operation the 1 MT stage. The quantity of raw 
material including coal were not a constraint at that time. In fact the plant 
at the 1 MT stage had achieved the rated capoacity ift 1964-65. The DPR 
for 1.6 MT staRe was prcpartd1)n the baais of 8U'fJPb of coal from a very 
few sources. Siace the late sixties quality of coal started deteriorating; also coal 
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was being supplied from 'a much larger number of sources with widely vary-
ing characteristics. The commissioning of the various units under the 1.6 
MT stage had already started in late sixtic3. As this deterioration in quality 
as well as increase in sources wer~ not anticipated at that time, provision 
made in the expansion scheme of the plant for averaging and blending faci-
lilies 'I' for sto, .. ki:l).2 facilities was not adequate fpt' the increased nurntlcr of 
sources and varieties of coat The inadequacy of proper averaging and 
blending facilities for coal was highlighted by the plant managcrn('nt during 
(klibcrations with the Action Commttee in 1973. A number of short-term 
measures were taken since 1973 to take care of this inadequacy. However. 
the measures adopted could not yield th l · desired results. In 1976. 
MECON was entrusted to study the plant problems in depth and suggest 
measures for making Durgapur Steel Plant ccof'l.0mically viable. Based on 
MECON's preliminary feasibility report, a Forward Tcchnolo,!!y Plan was 
formuhltcd by the plant in 1977 in which the necl!ssity of providing adequate 
facilities for raw materials p.rcparation was suggested. This remained under 
examination but did not lead to formulation of proposals for investmt'nt 
decisions. In 1979. Ministry of Steel and Mines commissioned BSC(OS) to 
'Study the technological constraints and prep'arc a suitable development plan. 
Spcc;l'jc schemr:~; were recommended including for averaginl! and hlendin\!' 
in the comprehensive report suhmitrcd bv BSC (OS) in NO',emher. 1980. 
These recommendations have been considered for preparation of investment 
plan, for Durgapul' Steel Plant's Modernisation which is now under active 
consideration of the Government. 

I A 7 The Committcc' were also informed that in thc modernisation pro-
gramme it is proposed to introduce : 

(i) averaging facility for washery feed to limit the standard deviation 
in the ash content to within :::I 0.5 'It'; 

(ii) modification in thc washcry circuit to enable thc washcry to 
handlc feed (raw) coal with an ash content upto 29% and clean 
(washed) coal with an ash c,Qntent of 20% to 21 % :. 

(iii) augmentation of bedding and blending facilities in the coal 
handling plants; and 

(i v) washing of bolh lump and fine are in the Bolani iron ore mines 
which will enrich the iron ore together with the facilities to 
improve aga!nsl fluctuation in the quality. 

] .48 In Itn integrated steel 1)lant, tbe adverse performan(.'e of one unit 
affects .he perfomlance of other unit"! a"l well. The Committee regret to 
note that in Durgapur Steel Plant tbe perfonnance of various IInits has been 
IInsatisfactory. Thus, in coke ovens uoit, tbe production of coke was 
much lower than the rated capacity 01 17.40 lakh tonnes per annum on 
accoont 01 low availability of ovens and lower pushiq rate. As. result 
there ",as a net produc.ion los!; of Rli. 54.68 Lukh tonn(.'S of coke durlll~ 
1970-71 to 1981-83. Labour troubles and poor maintenance resulted in 
rapid deterioration In tbe condition of cob ovens which necessitated ~ 
them down for reb.ilding earlier thaD their normal life. "edbag Chelr avail-
ability. Inordinate delays upto 6 years ;n their rebuildllljC IIKRravatect the 
si.uation. The Committee need hardly point OIIt die desirability of proper 
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maiatenance of tile plant and machinery and takina up of eftedive measures 
fOJ' completion of repairs and maintenance jobs as per schedule. Tbe 
Government sbould examine what suitable steps could be taken in future 
to minbnise time for rebuilding batteries. 

1.49 The unsatisfactory working of the coke ovens and lower volatile 
content in the coal charged resulted in lower yield of gas as well. This Dot 
oDly affected the operations of the main Wlits but also bad the eftect of 
under-utilisation of by-product planls. Further, on account of sbortage of 
gas, furnaces had to chWlgedl over to oil firing. This not only resulted in 
additional capital expenditure of ~. 38.07 lakhs, but also in extra ex-
jlCndilure amounting to Rs. 81.67 crores from 1970-71 to 1982-83 on 
u('('(.unt of use of costly (Ulel. 

1.50 Deterioration ill the qual it)' of coal received by tJ,c plaDt is also 
stated to have affected tht~ I)eriormsnce of coke ovens. The average ash 
content of raw coal has jncreas~d to 26.5 % with increased fines and sand 
contents a& against 22.8~~ ash content envis~ed in OPR. This bas re!tuiCcd 
in b.igher ash in coke producedl !lnd has deleterious effect on the operation 
of coke ovens, blnst' furnaces and rolling mills. There has also been fluc-
tuation in the quality of coal receh'ed on account of the fact that a large 
number of collierifs buvc bt'.t~ linked to tbe Plant witb wide variations in 

. qualitl of cool. 'The nUUlbt'.r of coal groups linked to th,e Plant is sldted 
to b~""e increase" to around 12 as compared to two grouvs envisaged in the 
DPR. The matter deserves serious attention of G~vcrllment as well D~ 
Coal Indin Ud. who controls coking coal mint'.s Imd also operates ,"'3slleries 
which supply pl.lrt of wa:shed coal requirrd by the Plant. T~ffective steps 
should he taken 10 ensure thut the cmll of required qualit~· is avnilab!e to 
the Steel Plant. In ihis wnnection, the question of ,·educ·jon in the num-
ber of collbries linked to .Ihe plunt also needs to be examined serious'~'. 

1.51 In regard to in inconsistency in the quality of raw materials much 
could be done bl the management to minimise its effect by having adequate 
averaging and blending facilities and quality CODtroI. In spite of the fact 
that the htadeqURCY of these facilities was hil{h1igbtc:d by the Plant mana~­
ment in 1973, only a fe,,' short term measures "'ere taken by the Company 
which did not yield tb~ desired results. It is only now that the avemging 
facility for washery feed coal and augmentation of beddin~ and bleJlding 
facilities in coal hundling plants are proposed to be introduced under the 
modernisation programme. The Committee regret to Dote the delay in the 
pro',i&ioll of these facilities and would like to be informed of the rcosons 
thereof. They, howe·.er, bope that the ~vernment will ensure execution 
Gf tbe modernisation programme rcc:nmmended by the British Steel Corpo-
ration within the minlmam time po88Ible. 

C. Coal W ash~ry 

1.52 The Durgapl.lr Steel Plant has its own washery, set up in April 
1960 us a part of the one million tonne stage at a cost of Rs. 2.22 crore!l 
AC(;ording to Audit, the installed capacity of the washery is 15 lakh 
tonnes of raw coal feed. The actual utilisation of the waS'hery capacity 
during 1970-71 to 1982-83 was. however. stated to be much below the 
insta\l\)d capacity renging from 36% to 76%. The capacity utilisation had 
~one do"n from 76(''::· in 1976-77 to ~5.93% ill 1982-83. 
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1.53 Accor~g to. Audit, as ~ result of working of the washery 
~t a. ~ow capacIty, a sIZeable quantity of unwashed prime coal bad to be 
fed dIrect to ,.the coke ovens, resulting in high ash content in coke . 

. 1.54 The Committee enquired about the reasons for low capaciy utili-
~tion of coal washery. They were informed that it was due to the follow-
mg reasons:-

(i) Deterioration in the washability characteristics of coal and 
increase in the fines content. 

(ii) 

(iii ) 

Higher downtime for maintenance due to ageing of equipment 
and non-av~ability of essential spares particularly, lUlported 
spares. Ingress of sand and high fmes content in fe,ed coal 
are also causing low utilisation of the equipment. 
Stoppage of middling conveyor of Durgapur Thermal Power 
Station due to problems at their end. 

(iv) Shortage of raw coal. 

(v) Absence of effective averaging facility of feed coal 
(vi) Labour problems. • 

1.55 In this connectio~t the Chairman, SAIL stated in ;:vidence 
that alongwitb washery coal feed sand and stones were received by them 
from time to time dam~ging equipment and affecting the working of the 
washery. 

1.56 Asked about the remedial measures taken to overcome the cons-
-traints responsible for low _ capacity utilisation of the washery, DSP in a 
note furnished after evidence stated tbat continuous efforts wero being 
made to improve upon the utilisation through intensive maintenance plann-
ing. However, ageing of the/lant and equipment and changed quality 
pattern of the feed coal deman was being taken care of through refurbish-
ing of the present ptant and equipment and a1l.'Q redesigning of the wasbery 
circuit. Action had been initiated for implementation of these during the 
ensuing refurbishing and modernisation programme. Compared to 1979-
80 there bad been further ageing of the plant and equipment requiringJ 
higher down time for maintenance. 

1.57 The DPR envisaged 6.3% reduction in ash content with 65% 
yield. The reduction in ash content, however, ranged from 3.19% to 
4.76% during 1970-80. Coal blend witb higher BIIh and low volatile con-' 
·tent was, tberefore, cbarged to coke ovens which resulted in : 

- serious difficulties in operation of coke ovens. 
- poor qUality of coke. 
- lower production of hot metal. 

1.58 The Committee wanted to know the technological limitations 
which did not permit reduction in ash content of washed coal as provided 
in DPR and why could not these be overcome for such a long period. In 
reply, DSP in a note stated that DPR envisaged washing of coal from 11th 
se9m and above which were having comparatively good washabJ1lty charac-
teristics and with this coal quality it was envisaged that 65% yield would 
be attained with 6.3% reduction in ash. However, in actual practice 
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DSP was provided with coat of lower seams which were having difficult 
washability characteristics. Also the ash content in the feed coal had 
graduaJly increased over the years. In the initial stapa an ash drop of 
3.2% to 4·8% was being attained with comparatively higher yield with 
a view to having more clean coal from the washeries. However. doring 
the last 4 years ash content of coal from other sources as well as washery 
feed coal had appreciably increased. Measures were taken for improving 
the ash drop and these have resulted in ash drop of about 6% from 
middle of 1979-80 onwards. 

1.59 In regard to technological limitations of the washery to deal with 
the quality of coal being received by DSP, the Secretary. Department of 
Steel in evidence stated : . 

" ...... the washeries arc d~igned to deal with a certain specifica-
tion of raw coal. When in the DPR. the washery WdS designed in 
1958, the percentage of coal fines was expected to be 5 per cent. 
The coal which is being received today has a fines content of 15 
per cent. Secondly. the raw coal has 2 to 3 per cent and. whkh 
creates tremendotL'I difficu1ties in the washery equipment and pipeline. 
because it is a very abrasive material. lthas dertainly affected th~ 
operation of the washery. Further more the washcry was designed 
on the basis that the ash content of raw coal would not be in excess 
of 24 per cent. The coal received now has an ash content of 28 
per cent and sometimes 32 per cent." 

1.60 As aginst reduction in ash content between 3.2% to 6% in DSP 
washery. it was 9% to 11 % in Dugda and Bho{udih washeries of CCWO. 
The following table gives the percentage of ash In raw coal and clean coal 
in respect of Dugda and Bhojudih wasneries during tbe last three years :-

19S0-81 1981-12 1982·83 
Wa.\hery. ------~.---- .------ ----------,-_._-----_. -.-

Ashin A~hin A~h in A~h in A~h in A\h in 
raw clean raw clean raw clean 

coal Cllfll C,),\1 cO'll co:lI coal 
(%) (%) (%) (%) (%) (%) 

Duada-l 30'S 22'2 .10 -:! 21·!! 30·9 21 ·7 

Dugda-ll • 32·4 ~2':! 31 .) 21 ·6 33'0 21 ·9 

Bbojudih. 26'3 HI'!! 26·7 19·0 29'5 20·3 ._M. __ '. _________ ~ __ ._. ______ .. _._ 

1.61 In this connection, the Committee enquired as to why could not 
improved washing facilities be provid~ for. Durgapur washery. The 
Secretary, Department of Steel stated 10 eVidence :-

"Further improvements are being made in the washery. One im-
provement has been made in the rec<?very of fines recently 
by the erection of concrete ponds, . which have already been 
built. There is also modification of the tlIashing jigs for better 
operation. Some other improvements have also been made· 
This is part of the refurbishing programme. which has ~n 
npproved in principle. The detailed schemes are now betng 
processed by the Durgapur Steel Plant." 



17 

1.62 The problem of h. am conteat in c081 could ba"e been solved 
to some extent if the captive coal washery of the Plant had worked satis-
factorily. The Committee regret to note that the capacity atilisadon of 
tJae wasbery ranged from 36<;0 to 76li; only during 1970-71 to 1912-83. 
The capacity utilisation had come down from 76Si, in 1976·77 to 56% in 
1982-83. In view of the low output of the washery, a sizeable ..... tJty of 
coal uhlllined from other sources laad to be fed to the coke ovens resulting 
in higher "en'mtage of ash in coal blend and the coke produced. Higher 
down time for maintenance and labour problems are inter·alia stated to 
have aft'ected capacity utilisation of the washery. Surely, the matters 
were liCIt mafside the control of management and could han been con-
trolled. 

J .63 '\'ot onl~' the capacity utilisation was low but the reduction in 
ash 4!onlent ranged between 3.19(,0 to 4.76~(1 during 1970-80 as against 
6.JC,il clH'isaged in the DPR. It is only since 1980 that as a result of certain 
modifications tbere had been improvement in ash reduction which has no\\ 
come upto uhout 6C;;. The reduction in ash content is however Io1ill lower 
than that in ~ther wnsheries like Dugda and 8hojudilt which have achieved 
reduction ht'C~'een 9 "Yr. to II ~,;. The Committee have been infonned that 
further modifications in the washery circuit to enahle reduction in ash con-
tent to the extent of 8-9£)0 is proposed to be introduced in tbe modemisn-
tion prngrumme. The Committee are unhappy over the delays in takinR 
measures for the improvement in perfonnance of the washery. They hope 
that, keeIJing in view the importance of captive w8shery in the Steel Plant, 
the Government and the management will take all steps necessary for modi· 
fications and modernisation, with utmost zeal on priority basis, as on washcry 
will depend to considerable extent tbe efficient and successful performance 
of the Steel Plant. These efforts for improvement of washery are all tbe 
more nece!isary in tbe wake of detelliorating quality of coal which is likely 
to be aVlIilable from the collieries in future. 

1.64 The Committee are perturbed by another factor which affects pro-
ductio!1 ;11 "h.el "Iant". It has belen stilted hl' thl' rcrresclltllti,'e of Durga-
pur Steel Pbmt in evidence before the Committee that, apart from the hJ~h 
degree of ash content, stones are also found mixed up in the coal snpplled 
which reslllts hi frequent break-down of eqllipment and affects continui'y 
in production. 'Ille Committee desire that the Government sho.ld take 
suitable measures so that mixinlf of stones with coal is eliminated alto-
gether and qllalit~ of coal 'supplied to steel plants is considerably improved. 

,f). Blal'( Flirt/act's 

1.65 A~con.ling to Audit, the Steel Plant has four hlust furnuces (thrct.~ 
having capacity of 1.250 tonnes each and one of 1.500 lonnes capacity) 
which were commissioned hetwcen 1959 and December, 1967. The ovcrull 
capacity of all the 4 furnaces hall been indicated as 17 Inkh tonnes per 
annum, Out of this, 14 Jakh tonnl!s are envisaged to bc of hasic grade for 
'he ill the Stn:1 Mdtill).! Shop and 3 1al-h IllJlllCS d fuundry gr.:lde for COll-
Vl'1';(1O into pi!'. il(ltl (0,45 lakh tnnrK~ for USI! ill the Phn~'s Foundry 
Hntl '2.~5 bkh ~tonncs for ~ak). !\;,:t.ual product:ol\ during '970-71 10 
J lli:.:- -:3 Ii;l~, h(l,\'cVl:r, heen much ks<, t"~'n th': initial r:JI.:u capacity as 
we!! a~ hudgell:d production (eM:cpl in 11)76-77 in rcsrcct of budgeted 
pr,lllox:i,:;l:, and ran~!cJ from 7.(B 10 11.7() lakh tonnl.· .... 
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1.66 The Committee desired to know the reasons for not taking timely 
measures to overcome the constraints in production of the blast fumacos. 
The Managing Direc'tor, DSP i1l evidence stated that the constraints for 
,production in blast furnaces might be attributed maiuly to deterioration in 
mw material quality and shortage of coke. To take care of the deteriora-
tion in the raw material quality, efforts had been made to improve upon the 
.ash-<lrops in the captive washery. The witness added : 

"We have also taken steps to use increased quantity of sinter in 
the furnaces. Against an average of 27-28% earlier, last year 
in 1982-83 we have been able to increase the sinter charge in the 
blast furnace to the extent of 36.3% which has also improved the 
productivity. However, full be nCifi t \:Duld nut be derived du..: to 
the high ash and poor strength of the coke." 

] .67 Accordirtg to Audit the Project Report did not indicate the number 
,of working days in a year for each blast furnace. The rated ~pacity of 17 
lakh tonnes of hot metal can, however, be achieved in 332 days b~sed on 
the rated production of each fumace on 3 shifts a day. On this basis, each 
furnace should be available for production of hot metal for 7,968 hours in 
a year or aU the four furnaces should be available for 31,872 houts. The 
actual availability of furnaces during 1970-71 to 1982-83 was however 
much les!; than the anticipated figure of 31,872 hours and ra'fi~ed 19129 
to 26131 hours resulting in production loss of 59.94 lakh tonnes. Ba!ied 
on hours expected to be availaW!e. the overall capacity utilisation of furnaces 
was only 73 % . • 

1.68 Not only was the availability of furnaces low, but the actual pro-
ductivit.y was also lower 1han the projected norm. As a result of lower 
avaiJabilit,~' of furnaces and lower pro':uctivity, there was onxluction loss 
of 91.04 lakh tonnes of hot me'ul during 1970-83. 

1.69 The Committee enquiored about !he reasons for the actual avail-
ability of the Blast Furnaces being far less than estimated 31,872 hours per 
annum. In reply, DSP in a note stated that the availability of Blast Furnace 
had been lower because No. 3 Blast Furnace was at the fag end of its ilfe 
and No. 4 Blast Furnace had to be brought down for structural deforma-
tion. Also relining time was more than the schedule. Extra shutdown 
hours were attributed mainly to coke \Shortage and deterioration in the coke 
quality particularly with re!lpect to ash and micum strength of coke, affect-
ing the operation of the Blast Furnaces. 

1.70 Asked as to what was the usual period after which a Blast furnace 
has to be relined and how did it compare with the actual period of working 
of Blast Furnace Nos. 3 &. 4 DSP stated in the note that the usual p~riod 
after which a furnace was to be relined is around 5 to 6 years, provided 
proper quality of input raw materials and consistent bJowin~ rate were 
maintained. Before No.3 & 4 Blast Furnaces were taken down in t 980 they 
were in operation for around 5 years 7 months and 4 )"rat'S 5 months 
re.spectively. 

1.71 The premature failure of Blast furnace No. 4 was attributed to the 
following factors :-

(a) Durin~ the orevious relining, the Q1IIl11ty of refractory job suffer-
ed due to cbange of Contractor during the retinging period. 
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(b) Durina Bash flood in September, 1978, no charging could be 
carried out to the fUrnace for 10 hours as a result of which 
the furnace suffered thermal shock. 

( c) Deficiency in the original design of the skip bridge which was 
responsible for transmission of vibration in the top portion of 
the furnace. 

(d) Deficiency in the original design for which the furnace staclc: 
cooling could not, be done properly (inadequate pressure of 
water development at the pump head). 

(e) Deterioration in the raw material quality a.fJecting No.4 furnace 
which is a bigger furnace. 

" 

1.72 To a further query regarding time taken in relining and commis-
sioning of the Blast Furnace Nos. 3 & 4 and how did it compare with the 
schedule fixed together with the reasons for delay in commissioning, DSP 
stated in the note that No. 3 Blast Furnace was commissioMd on 19- J -81 . 
against the schedule of September, ] 980. The delay in commissioning was 
due to unanticipated difficulty encountered while dismantlinJt refractory work 
because of metal and slag jam in the furnace. No. 4 furnace which was 
taken down for major structural modification and relining was scheduled 
to be commissioned in June, ] 982. This furnace could not be commission-
ed as scheduled due to : 

(a) Strike and indiscipline amongst the contractors labour. 

(h) Deviation in the scope of work envisaged/planned earlier by 
MECON. 

(c) Extra working required on the fabricated plale supplied by 
Bokaro. 

1.73 According to the Annual Budgetary Norms fixoJ by the Mana~­
ment, off-grade production should not exceed J 5 per amt. The production 
of off-grade bot metal was, however, quite substantial ranging from 20% 
to 40% (except in 1981-82 when it was 16.4%). 

1.74 The ~uction of off-grade hot mt;tal not only leads to ~tion 
'Of off-grade pig Iron but also affects worklOg of tbe Steel Melting Shop. 
Under-realisation 011 pig iron alone amounted to Rs. 148.31 la1chs on sale 
of 2.68 lakh tormes of pig iron during 1970-71 to ] 982-83. 

1.75 According to the Mana~ent; increased production of off-grade 
bot metal was due to the foltowin~ factors :-

"The quality of raw materials available in Durgapur Steel Plant 
Blast Furnaces has never been helpful in the production of basic: 

grade hot metal. Whatever off-grade is made it is due to the im-
balances in the thermal regime of tbe fuqlaces resulting from the 
raw materials fronts." 
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Quality of raw materials 

. 1.76 The major raw materials, other than coal, ar~ irr':l11 ore and 
limestone. As per Audit, the iron ore is received mainly. nom Bolani 
Ores now a captive mine of the Plant and the Minerals and Metals Trading 
Corporation of India Limited and limestone mainly from Bhavanathpur 
mine of the Bokaro Steel Plant, Satna mine of Rourkela Steel Plant and a 
private mine at Birmitrapur. 

1. 77 A review of the quality of raw materials with the specifications 
given in the project Report and those fixed by the Norms Committee 
indicated that :-

Fe content in iron ore was less than the projected norms as 
well as the norm fixed the Norms Committee. As per draft 
report of the Action Committee, it was mainly due to improper 
operation of the blending Plant which, in turn, was on account 
of impr~per maintenance of tipplers and reclaiming machines· 
While Fe conteDt in sinter was less than the Dorm fixed by the 
Norms Committee, silicon content in iron ore was more than 
the projected as well as Norms Committee's norm (except in 
1970-71 in respect of project norm). 

1.78 The Committee enquired about the reasons for Poor quality at 
iron Ol'e, which was mainly obtained from captive Bolani Ore Mines, in 
aspite of incurring an expenditure if Rs. 12.51 crores on modifications in 
the mines. The Managing' Director. Durgapur Steel Plant in evidcn~, 
stated :-

"Poor quality of iron ore from the captive Bolam Ore mines had been 
due to opening of new phase (F area) where there was crust on 
over burden which required to be removed before mining. However, 
absence of adequate ore hand1in~ equipment, rendered it difficult 
to remove the over-burden effectively. This had resulted in 
deterioration in the quality of the iron ore. Characteristics of this' 
phase is that quality of ore improves- as we go qeeper in mining. 
After investing the money in purchase of adequate dumpers and 
shovels, improvement has been obtained in the quality of ore. Con-
struction of work for washing of ore fines is in progress and the 
facility is required to be available bv June 1984." 
He added: 
"Two things, alumina-silica arc fhere. This ratio, ilS we ~o deeper. 
improves. The top crust has to be removed anq we will have to 
get the iron ore from below ........ this ~in is a pan of our 
modernisation programme. We do not have any washing facilities 
and this lump coal washing will be taken in order to reduce the 
alumina-silica ratio which is a prime factor also for increased blast 
furnace productivity." 

, 1.79 Tn regard to improper operation of blending plant as well as 
improper maintenance of tipplers and r~laimiD~ machine~, t~e C~l'DJDinee 
desired to know the reasons and remedial measures taken 10 thiS re~ard 
DSP in :l note furnished after evidence has stated that continuous efforts 
are being made to improve the avai\tlbility and utilisation of tiw)in$t a~d 
~c1ai01ing machint.~. Also, action in this. ~ard has been t~en up III 
refurbishing progr:amme. I.R. the m~tsatlOl1 p~me •. ~t. has been 
envisaged to modify the eXisting stocklDg and reclal1llln~ faCIlities as wen 
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;as incorporate washing facilitie.s of iron ore at Bolani. TJUs will improve 
the Fe content and wLll also reduce the ftuctuation. 

l.~~ As early ~ 1966, the Com~it.tee on Public ~ndertakings suggested 
expcilitmg the setting up of beneficlatlon plant for Jron ore obtained from 
Bolani mines. 1 he Committee t.jnquircd from tile Ministry the reasons fot 
the delay in providing these facilities. The Department of Steel in Ai note' 
furnished after evidCllce stated that an agreement for instaUation of benefica-
tion ~Iant at .B<?lani Mines was reached in November, 1962 between Mis. 
Bolam Ore LlRuted and Durgapur Steel Plant. However, d.ue to a difficulty 
in gelting a loan, this 'beDefi~!1tion plant was not sct up at that time. The 
matter, later on, was taken up with Ministry of Finance for sanctionina 
the required Joan from some other source. The feasibility report for a 
beneficiation plant at Bolani Mines was prepared by Mis. Development 
Consultants Pvt. Ltd. in May 1974, wherein the total cost estimates was 
indicated as Rs. 6.44 crores. Th~ note traced out the history of events 
leading to delay in decision for investment in bene-ficiation plant. Ultimately. 
a proposal for 0.52 MT /Year iron ore fines washing plant was approved by 
the Steel Authority of India Ltd. in March, 1981 at an estimated cost of 
Rs. 4.7 crares. The order for washing plant was placed on a tum key 
basis on Mis. DAVY ASHMORE en LIMITED in November. 1982 and 
work is in progress. The scheme is expeCted be commissioned in 1984. 

Consumption of Materials 

1.81 A review of the consumption of various inputs showed that the 
consumption of iron ore and coke was much higher than the nonns indicated 
in DPR/Norms Committee. The Committee des-ired to know the 
reasons for it and steps taken by the Management to control the higher 
consumption of iron o~ and coke. In reply. the Managin~ Director, DSP 
stated in evidence :-

"Iron ore usage rate was more compared to norms due to lower 
Fe content in iron o~ and lower usage rate of ~Inter. Th~ higher 
usage rate of coke is mainly attributed to its poorer phy-;icul and 
chemica1quali1y and reduced usa.e of sinter." 

1.82 In regard to steps .taken to control higher cOQl'umption of iron 
are and coke, DSP in B nCJlte has stated that efforts h.J.ye been made to 
reduce the consumption of iron ore and coke by improving the performance 
of the Sinter Plant, usage of high grade iron ore, usage of more quantity 
of purchased washed cOlll in the blend and improving the pedormance of 
captive washeries. These efforts lrave resulted in gradual decrease in the 
usage rate of iron ore and coke. As against 1017 kg per ton of hot metal 
in 1980-81 coke rale came down to 901 kg per ton of hot metal! in 1982-83. 

1.83 The performance of the blut furnaces was Done to 8at,sfadory. 
The lower 8T8ilahJlity and lower prodacdnty of blast fumaees ac:eoantecl 
for 108S of prodadlolt of IIot mefaI to tile meat of '1.04111kh toues tIattDI 
1970..s3. TIle fact that the furnKeS were hi opendoa for OIIIy 73% of 
tile huan for ·wIdda these were upected to be .,. ... Is • matter of e.-. 
eem. De lower .. allllltlllty of blat tam.ces wu maIaIv 011 aceOllllt 01 
poor qUIIty of ........,. wolt!;.... cIetJaa t1eftdeade8 In .1aIt ' ...... 
No. ,4, widell ....... , Ct, ... tIit.ing dowa for ....... IDIICb belon die 
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normal period, and unusally long time taken in reliniag work. 'the matter-
nquins to be looked into with a view to fixing the responsibllHy. The 
Committee would also ,emphasise the need for intensifying the planned as 
well as preventi"ve maintenanee of the plant and machinery to improve Its 
availability. 

1.84 Not only was the production low but the fiuallty of bot metal 
produced was also poor. Tbe productlou of oft-grade bot metal ranged 
from 20% to 40% as against the norm of 15%. This not only led to pro-
duction of oft-grade pig iron but also afteeted the workiBI of the steel melt-
Ing sbop. The higber production of oft-grade hot metal has been attrI· 
buted mainly to deterioratiag quaUty of raw material particularly iron ore 
which had high silicon content. 1be Committ~e filld that the management 
itself has to bear mainly tbe responsibility for it. The plant receive!; bulk 
of its requiremcntof iron orc from its captin mines at Bolani. Abstnce 
of adequate ore handling equipmeut, beneficilltion plant and improper 
opern~:ion of the blending plant has affected the quality and consisteflfY of 
the ore available. for the blast furnaces. As early os 1966, the Committee 
on Public Undedakinp suggested expediting the setting np of beneficiation 
plant at these ';Incs. It is regrettable that in spite of the;, recormm:nda-
tion, the setting up I,lf the plant bas been badly delayed. While the plant 
for washing of fines is eXl)ec~d to he commissioned in 1984, tbe facilities 
for ",,'ashing of luml) ore are yet to be established. Surely, thle Committee-
conld exped greater attention to implementation of the schemes which 
go a long way in improving the perfClrmance of the Illant. 

E. Steel Melting Shop 

Furnace availability 

1.85 The Steel melting shop has 9 open hearth furnaces. As ~entioned 
in para 1.2 that the actual production of steel ingots in the shop had been 
much lower than the rated capacity as well as the budgeted production. 
Asked about the reasons for low capacity utilisation, the Managing Director, nsp in evidence 'stated : 

"As against the proposed expansion of the 200 tonnes furnace of 
1.0 Million Tonne S~ge to 240 tonnes and addition of one 240 
tonnes furnace at SMS, thc actual expansion of the furnaces was 
restricted to 220 lannes only. The capacity of the additional furnace 
was also restricted to 220 tonnes." 

1.86 The Committee were also informed that there had been suggestions 
of more utilisation of oxygen in the form of oxygen lancing and flame 
enrichment facilities to increase production upto 1.6 mUlion tannes. But 
apart from the new furnace installed at 1.6 MT stage, provision of oxygen 
lancing facUlties have been made in one more furnace during 1982--83 and 
introduction of the same has been planned in the remaining big furnaces during 
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refurbishing. In addition. logistic problems in running 9 furnaces were 
there. 

1.87 Asked about the reasoDS for not introducing double oxygen lancing 
facilities in Steel Meltiog Shop, the Chairman, SAIL stated : 

"They have not been able to introduce this in more than two furnaces 
as yet. because the oxygen plant itself is unable t() supply the quantity 
(per minute) of oxygen required to maintain the intensity. The 
question now is whether in the modernisation programme, you go 
in for oxygen block, or scrap the open hearth itself. Going in for 
additional oxygen only for open hearth could be an infructuous 
expenditure. This has been taken care of in the modernisation 
scheme fully, so that this problem can be sorted out." 

1.88 Lower availability of furnaces also l\ffected production. On the 
basis of 292.5 working days, the eight 220 tonne furnaces are expected to 
work for 56 t 60 hours and the sniall 120 tonne furnace is expected to be 
available for 7020 hours in a year. The balance of 13920 hours for the 
220 tonne furnace and 1740 hours for the 120 tonne furnace and intend-
ed for re-lining and repairs. According to the DPR, continuous opera-
tion of 8 furnaces were envisaged tlvoughout the year, 9th furnace being 
down for repairs. The number of furnaces actually id operation per day 
011 an average varied between 5.03 to 7.31 during 1970--83. 

1.89 Lower number of furnaces in operation was owing to more time" 
spent on repairs as well as 'idleness caused by :-

(a) Frequent strik.es in the plant (in 1979-80 and 1981-82 also), 
Railways and in other industries. 

(1:» Extensive power cut during 1980-81, resulting in high holding 
of ingot steel. 

(c) Shortage of raw material for making steel. 
(d) Mill shut-downs, 
( e) General recession in the steel market, 
(f) Substandard raw material inputs which caused ex~nsive damage 

to furnace elements while in operation, thereby necessitatu18 
extra repair time on furnaces. 

J .90 The reduced roof life not only affected the steel production. but also 
resulted in higher consumption of refractories which during the years 
1970-71 to 1982-83 entailed an additional expenditure of Rs. 2.30 crores. 
According to the Management (November 1973), consumption of refrac-
tories depended upon the production achieved and the way the furnaces 
and the other units rC(Juiring refractory lining were taken care of. 

1.91 DSP in a written note stated that one of the short term measures 
suggested by a Committee appointed in 1972 for improving the roof life 
was to improve the operating parameters for increasing the furnace pr0-
ductivity. Even after the implementation of the most of the measures 
suggested by the Committee, the expected benefits could not be achieved" 
as the same were ofI-set by the gradual increase in the silicon content of the 
hot metal over the years whlcb varied from around 1.7% in 1970-71 to. 
above 2% in 1979-80. . 
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1.92 In regard to non-comp1etion of re-liniuR work within the scheduled 
time, it was noticed that the actual time taken was far in excess of the 
,norm~ laid down by the Industri!11 Engjneering Department of the plant in 
May 1974. The time taken in completing the re-lining work during 1970-
71 to 1982-83 was of the order of 3878 days. The Management explained 
(November 1973) that the PERT schedul~ for repairs was only possible 
when normal conditions prevailed in the shop-floor and manning was com-
plete. It was further explained (November 1979) that sub-standard raw 
materials input caused extensive damage to the furnace dements, while in 
uperation, which necessitated extra time for repairs. 

1.93 Asked a~ to why was PERT schedule.: for repairs was not possible' 
and what was the present position in this regard DSP in a note furnished 
after evidence stated that the actual time taken for re-lining work (General 
Roof Repairs) was more than the PERT schedule because of industrial Rela-
tions Problems prevailing at that time. The excess time which was as high as 
397 days in 1974-75 had been reduced to 24 days in 1982-83. 

Consumption rate 

1.94 A review of the actual consumption of major raw materials per 
tonne of steel ingot ,during 1970-71 to 1982-83 as compared with the norms 
fixed by the N~s Committee (1968) showed that, while consumption of 
hot metal, iron ore (except in 1982-83) lime stone add ferro-manganese was 
more than the norms recommended by the Norms Committee (except in 
1975-76 and 1977-78 in respect of hot metal), the cO'llSumptiOli of scrap 
was less than the norms in aU the years except in 1975-76, 1977-78 and 
from 1980-81 to 1982--83. The Management stated (February 1977) that 
more hot metal wac; used for want of heavy scrap and this. inturn resulted 
in consumption of lUOre lime-stone and iron ore. Lower utilisation of scrap 
was earlier (July 1973) attributed by the Management to : 

about 40 per cent of charging bogies awaiting repairs mainly 
due to lack of spares. 
general shortage of loco power and frequent break-down of 
of locomotives. 
shortage of steel scrap as a result of which broken ingot 
moulds and bottom plates were also used. 

1.95 When the Committee desired to know the reasons for higher con-
sumption of major raw materials. The Managing Director, DSP stated in 
evidence: 

"The higher use of hot metal is due to high and widely fluctuat-
ing silicon in the hot metal. This has resulted in the high 
use of iron ore and lime stone. The high use of ferro..manganese 
is partly due to the quality of the hot metal." 

1.96 Asked about the steps taken to ensure that the consumption of 
raw material was within prescribed nOl'JD8, the DSP subsequeat1y in a note 
sUlfe'1 tbat action had been initiated to intensify desiliconisation practice 
rur improving the usage rate of hot metal irob ore and Hme--stone. ' 

1.97 Audit have pointed out that according to the DPR, the percentage 
of metallic output to input should have been 89.66%. The actual ratios 
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during 1970-78 however much were lower than the norm of 89.37 per 
cent fixed by the Norms Committee. After taking into account the metallic 
coatent Qf excess arising of scrap as compared. with the DPR norm, the 
lower yield in teems of short recovery of steel worked out to 1,03,906 
tonnes valued at Rs. 19.08 crores. 

1.98 The mana~ement had informed Audit that the following corrective 
measures had been taken :-

(a) Proper weighment of various raw materials, as far as practi-
cable. 

(b) Minimising losses by way of spiUagt-. 

(c) Proper weighment of finished ingots, as far as. practicable. 

(d) Minimising skull loss. 
(e) Minimising non-roUable loss. 

1.99 It was, however, clarified that due to limitation j:n the des.i&11 of 
stripper crane and blooming mill much improve~len.t in non-rollable lo~s 
was not visible. 

1.100 The Ministry intimated Audit (October 1978) that DPR norm 
of 89.66 for metallic yield in the SMS was based on silicon content 011 
1.2 per cent in the mix.er metal and therefore had lost its validity with the 
present usage of hot metal with around 1.80 per cent silicon during the 
yt:[Jrs which was mainly due to adverse quality of BIast Furnace raw qutte-
rials. It was further stated (October 1(81) by SAlL that another Com-
mittee constituted in 1978 had recommended the metallic yield norm of 
86.5 per cent and that this roconunendation had been accepted by the 
SAIL Board. 

1.101 The Committee dc.s.i.red to know the considerations based on 
which the Committe\: referred to above had recommended the revised norm 
of 86.5%. In reply. the DSP slated in a note that the Committee recom-
mended 86.5"/" mdailic yield which includes 0.5% as the rejections. The 
Committee considered the changed quality of inputs to open hearth furnace 
while recommending the lower yield than that earlier tixed by the Norms 
CommitLee. • 

1.1 02 Asked about the. reasons for the actual yield in 1979-80 to 
1982-83 (84.1l/;: to 84.3%) being even lower than the revised norm of 
86.5% the DSP in the note stated that lower yield duri'ng 1979-80 to 1982-
83 compared to the norm of 86.5% (incJud~ 0.5% as rejection) were 
mainly attributed to the following : 

(;) High metalloid content in the hot metal compared to that envi-
saged in the norm. 

(ii) Use of Oxygen in more number of furnaces which was not con-
sidered while tilting the norm. 

(iii) Imbalance between steet Jadle capacity and furnaces capa-
c1ty. 

3-10 LsS/84 
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1.103 When asked whether any action had been taken to increase the 
metallic yield the Managing Director, DSP stated in evidence : 

''Within the control of the Plant what they have done is that they 
have increa~\:d the -sinter percentage in the usage which partially 
compensates for the ill effects of the detriorating quality of coke 
and other thmgs." 

1.104 On the qucstion of imbalance bctween furnace capacity and steel 
ladle capacity the wit'ness stated : 

'"Because 01 the lower capacity of the ladles,50mc steel spills over, 
whIch of course, We recover later Oil, but from the point of view of 
yield,it gocs down." 

]n this connection, the Chairman, SAIL also stated : 
"It is not desirable to have imbalance between the ladle capacity 
'and the furnace capacity ami care is to be taken to see that fur-
nace is loaded a little less and they have tried lo increase· ladle 
capacity, but they have nw: succeded to the extent necessary. This 
will be intlmsified bccau!ie this is a component which a plant can 
consciously try to further improve upon without any doubt. It has 
nothing to do with external factors." -

Excess consumptio/l oj i/lgot moulds and bottom plates 

1.105 According to Audit. the Norms Committee appointed by the 
Company in' Ma.rch 1968 had fixed a norm for consumption of 15 kgs, for 
ingot moulds and 9 kg'S. for bottom plateS' i.e. a total of 24 kgs. per tonne 
of ro]Jable steel, no norms were indicated in the DPR. 

1.106 The actual average consumption of ingot moulds and bottom 
plates during 1970-71 to 1982-83 was however, higher than the norm fixed 
by the ·Norms Committee. The consumption of ingot moulds and bottom 
plates fluctuated hetwcen 24.79 kgs. to 34.77 kgs. The higher consump-
tion was attributed by the Management to :-

receipt of more second class ingot moulds and hottom plates. 
mill ~hut down and loco delay resulting in higher cycle time 
of moulds and bottom ptates and cleaning of moulds. 

1".107 A sample study of tapping temperature, metal holding time and 
mould idle time in respect of 96 moulds (8 tonne capacity) made in 
November 1973 had indicated that if metal holding time could be brought 
down by about n quarter of an hour (i.e. from the average holding time 
range of 1.8 hours to 3.5 hours). the life of the mould could improvc 
by about 10 heats. In other words. the consumption of ingot mould~ 
per tonne of steel could he reduced by about 4.5 kgs. 

1.108 De Commlu.e fiIuI dud the prodaetiOIl of steel melting shep 
has !.'Utfercd inter alia tIae to deficiencies .Il pJanning and execdoD of ex-
pansion pqramme. The capacity of the open hearth furnaces was IIOt 
expantkd as en"blajred In tbe DPR. P"fI~is1OR of doable oxyaea lancIng 
facility, widell was decided as an site ...... to Iac.wase proctaetlon, was 
81se DQt IDftde ex!:ept bl brQ r..ra.tes. 'I1Ie rason· for this ~ sIaoa1d be 
looked lato and steps tak_ to coned tile .... Itnoee _.,.. .. aqNdt:v 
of tile steel melting shop H' other wnits of the pInt. 
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1.109 PrQduttiun was also affected becllP~e of lower availMbiJit,· of 
'~rlla(e" ~Il: accQqJJt of low.er roo(life, ex~.slve .hDe spe ... t OD complt:tion 
(t't ~i~ wor,k, ~low per,cenfage of yield due t() f~ors like imb~e 
behveen, ~ s1e~ ~dle cap,.c.:ity aNi (unmce ~pacity et(:. AU' this shuws 
t¥t the prQducuon manllgen,ent Mt much '1'0 be d~~ired. ~ Committee 
emphawse the q~ f"r cons~nt ,'~gi' on th~ ~peratioDs of the plant and 
ta~~ up of measures to ensure its optimal utUisadon. Effective steps 
sJloukl, also be ~e .. , to. control exc~lve co~umpdon of raw materials add 
of iQflot iDoulds and bottom plates, etc. 

F. Rolling Mills 

1.110 The Rolling Mills consists of Blooming Mill (32"). Intcrm.:Jt:1tc 
Mill (32"), Billet Mill, Section Mill, Merchant Mill, Sleeper Plant, Fish 
Plilte Plant, Ske!p MiD and Wheel Plant and Axle Plant. A review of the 
actual input, tbe output and the process loss (including scrap arisings) 
during 1970-83 showed tl1at none of the Mills (except sleeper plant in 
1977-78) has attained the rated production, partly on account of llon-
availability of feed stock (due to non-operation of/receding units at full 
capacity) and partly due to other reasons. By an large, actual produc-
tion was also less th~ the budgeted production in all tlie Mills. 

1.111 The Committee wanted to know the main constraints apart from 
low production of steel ingots in achievement of rated production by thel'lc 
mills and the steps taken by the management to overcome them. The 
Durgapur Steel Plant in a note stated that the reasons for lower production 
in the mills during 1970-71 to 1977-78 were as fo]Jows : 

(a) He-at delays and extra time taken per heat due to higher i:,lld 
cbarges. 

(b) Strike and labour troubles. 
(c) Power and gas cuts. 
(d) Mechanical break-down. 

]. J 12 After the commissioning of 4 new Soaking Pitli hy August-Sept. 
] 977, the heat delays and extra time taken per heat due to higher ({ltd 
charges in Blooming Mill reduced considerably. Also during the subscquznt 
periods the Industrial Relations had improved and delays due to strike 
and labour trouble were controlled. DucWg the Jast five years the main 
reasons attributable fqr lower production in the mills were as under :-

(i) Frequent power rcstriction/cur,s from DVe. 
(ii) Shortage of BF and CO gas. 

(iii) High mecbanical breakdowns, particularly in Blooming Mill. 

1 .113 A number of actions lrad been taken by the: pJant management 
to o"ercome' the above constraints . To control equipment breakdown. a. 
number of measW'eS have been envisaged in tbe retu~~ plan. To 
overCome poWer shortages, a 2y60 MW power plant is S·. tOQc \lOder 
c~truction. Also cftoN were being made to iflleQs. if)' the plaun.ed ~ 
preventive maintenance of the plant. Th etMe the p-obleQ arising f~ 
low a.vailabilitr of CO .\ BF gasos, oil irina r.cilitJes. bave 'been pr~w~ 
in the re-beatlOg furnaces of Section Mill. 
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1.114 The Committee were also informed that BSC (OS) during their 
stud).' on the Plant's achievable capacity in April, 1980 conducted a 
detailed monitoring trial on the 42" primary mill with respect to the rolliBa 
load, capability of drive sys~ and other components of the mill stand. It 
was indicated in their report that the optimum utilisation that a mill of 
such design and layout could achieve waS' 66%. Taking all factors into 
consideration they concluded the mill capacity as 1.16 million tonncs. 
The Committee enquired about the Ministry's assessment in regard to 
reduction in rated capacity of the plant on account of these deficiencies. 
The Secretary, Department of Steel stated in evidence ;-

" . . . . the most important constraint is the deficiencies in raw 
material characteristics and consistency and it is this that has con-
strained the production based on 100% capacity operation to 1.15 
MT p.a. ingot steel. The blooming mill can process 1 mt p.a., 
ingot steel readily without any further investment except for normal 
maintenance." 

1.115 Asked as to whether any responsibility was fixed for these defi-
ciencies in planning and execution of the expansion programme, the Durga-
pur Steel Plant in a note-furnished after evidence stated that the 
commissioning of 1.6 MT Stage was started in 1968 and completed by 
1969-70. Due to the general conditions in the area during latc sixites and 
caily seventies, the performance of the industrial sector as a whole was far 
from normal and under these circumstances, proper evaluation of the 
performance of the expanded Durgapur Stecl Plant and assigning of 
re~ponsibi1ity for the deficiencies were not feasible. 
Wheel and Axle Plant 

1.116 The Durgapur Steel Plant was designed as the principal supplier 
of wheels and axles, sleepers and fish plates to the Indian Railways. 

1.117 According to Audit the Wheel and Axle Plant was set up under 
the one mlIIion tonne stase to produce 45,000 wheel sets (30,000 B.G. 
sets and 15,000 -MG sets) per year. The capacity of the plant was in-
creased to produce 66,000 tonnes of wheels and '27.000 tonne of axles 
cOI1f,tiluting 75.000 wheel sets (60,000 B.G. sets and 15.000 M.G. sets) per 
year from 1970-71 onwards. 

1.118 Actual production during 1970-71 to 1982-83 was, however, 
much lower than the rated capacity and budgeted production. When the 
rated capacity of the ~lant was 45,000 wheel sets. the actual production 
increased from 5769 m 1962-63 to 23736 in 1964-65 after which it 
gradually declined to 9040 in 1969-70. With the increase in capacity to 
75000 sets in 1970-71, the actual production increased to 11900 in that 
year but declined in subsequent years. The production. however. picked 
lip to 12.323 sets in 1975-76 and to 13021 sets in 1977-78. In 1978-79. 
the production i.Qcreased to 14,256 sets but it gradually came down to 
8081 sets in 1982-83. 

1.119 In pursuance of . the recommendation of the Committee on 
Public Undertakings in it Fil1lt Report (1971-72) ahd 41st Report (1973-
74), a plant level internal committee was appointed by the Company 
(March 1973) to look into the problems of Wheel and Axle Plant and to 
recommend steps to be taken to improve production within the existing 
comtraints. 
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1.120 The Committee in its rcportt (November 1973) pointed out the 
major bottlenecks viz. self imposed q¥ota system by workers, shortage of 
material, failure of new incentive scheme prepared in consultation with 
administrative Staff College, Hyderabad, high downtime and abseJ1Ce of 
effective inter-stage inspection leading to excessive re-work, etc. The 
Committee also observed that 40,600 wheel sets per annum could be 
produced with the existing equipment but further investment in the form 
of additions and modifications would be called for in case the capacity was 
to be raised beyond 40,600 sets. 

1.121 The Committee recommended, among other things, the follow-
ing measures to improve the production :-

(a) Satisfactory labour-management relationship. 
(b) General discipline. 
(C) Managerial action to bring production at par with standard 

cycle time. 
(d) Bringing of rejections and re-work within specified norms. 
(e) Introduction of suitable maintenance management to bring 

down mechanical and electrical delays within specified norms. 
(0 Streamlining of general co-ordination and communication bet-

ween various sections of Wheel and Axle Plant. 
(g) Development of new incentive bonus scheme. 
(h) Cleaning lubrication, periodical check-up, overhauling and 

testing of machines and equipments. 
(i) Quality norms. 

1.122 In regard to implementation of the above recommendations, the 
Audit have pointed out that the management in their report (June 1976), 
indicated that most of the recommendations had since Deen implemented 
as a result of which the general discipline had improved, rejections/re.-
work had been reduced and the production had picked up. The position, 
however, continued to be unsatisfactory. 

1.123 In January 1976 the Ministry c:I. Steel & Mines (Department 
of Steel) constituted another committee under the Chairmanship of Shri M. 
Sondhi to examine and recommend measure to be taken to step up the 
production of wheel sets by the Plant. Sondhi Committee after con-
sidering all aspects of working of the plant made a number of recommen-
dations. 

1.124 In regard to the implementation of the recommendations of the 
Sondhi Committee SAIL Management informed Audit (October 1981) that 
the present status of implementation of recommendation '.vas as follows :-

-Variable pitch circle diameter multi-spindle drilling and tapping 
machine ha~ heen installed in 1979. 
- The equipment necessary for extending the production from 40,000 
to 50,000 sets has heen ordered and these are in the various sta~ 
of implcmentat ion / installation. 
-The Railway Board is doin,ll the overall co-ordination as recom-
mended by the Committee. 
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1.125 Another Inte1'l1'al Contmittee appointed by the ComPany (March 
1973) stated in its findings that the tow production was due to the roHowing 
reasons :-

(i) Unfavourable industrial relations. 
(ii) Low as welt as interrupted supply of steel 

(iii) High rejection and re-work. 
(iv) Milt/equipment breakdowns. 

1.126 There was, however, betier production durina 1975-76 and 1977-
78 as compared to earlier years, yet, as compared to the rated capacity, the 
production '.vas very low even thou~h loss of man hours due to industrial 
relations came down to nil. 

1.127 Due to low production, fixed charges to the extent of ks. 42.80 
crotes remained unabsorbed durin~ 1970-7 t to 19S2-83 resultill~ in higher 
cost of production. The actual cost of production of wheel sets represented 
116% to 417% of the average sal~ realisation during the years 1970-71 
to 1982-83. 

1.128 . As stated above one of the reasons given by illtcrnal committee 
for low production was heavy rejections. In the case of wheels the percent-
age of process loss during 1970-71 to 1982..:83 varied from 53.30<)':, to 
66.7% (except 44.6% in 1977-78) which. was more than DPR norm of 
49.2% as well as norm of 45% of the Norms Committee· In case of axles, 
the pen:entage of the process loss etc. for thC! same period lluctoated bet-
ween 44·5% and 58.20% (except 29.1 % in 1970-71) which was more 
than DPR norm of 34.1 % . 

1.129 In the case of the Axle Plant, the higher rejections in the Macbihe 
. Sp.op were attributed mainly to the indifferent attitude of workers and 

lack of proper motivation and also to the wear and tear of various equip-
ment in the Axle Machine Shop and Forge Shop. A large number of 
we blooms were generally rejected mainly due to steel defects and rolling 
defects. As regards wheels, the rejections were attributed to wear and 
tear of various equipment in Wheel Forging Shop, inconsistent control on 
quality aspects at roDing, and forging stages an4inaccumcy of machine 
tools due to ageing. Besides, the a'bove rea~otls for high precentage of 
rejections, it was stated that both in wheel and axle plant there were steel 
defects arising out of poor raw material quality. 

1.130 In reply to a question inLok Sabha (USQ 2955 dated 10-8-83,) 
it was stated that c;ertain balancing facilities were required to augement the 
capacity to 50,000 wheel sets J?Cr annum. The Committee :::nquired about 
the reasons fOT the plant requi1)ng additional m~chinery for achieving capa-
ci1y of even 50,000 sets whereas as per expanSIon programme. the cape-
cit)' was stated to be 75,000 sets· The Secretary. Department of Steel 
stated in evidence: 

"It is an over-estimation. It was part of expansion upto 1.6 
million' and when we found that there were bottlenecks a'nd 
we we;e getting nowhere near it, committees after committees 
were appointed to go into it. The assessment of the two most 
recent committees. viz. Sondhi Committee and Berry Com-
mittee was that realistically speaking, this facility could only 
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produce 40.000. This also required a number of steps, includ-
Ing substnntial improvement in maintenance, inter"stage 
inspe:titm to be much more rigorO';N. machine tool re--con-
ditloning to be done by installing hydraulic test benches etc. 
and most importantly, that industrial relations and work 
practices should be improved suitably. Even fol' the 40,000 
')els. some additional facilities were required to be . given 
including changing of diesel chargers. There were many 
other recommendations. In addition, the possibility ()f doing 
slightly more than 40,000 i.e. upto 50,000 al!'o required cer-
tain steps to be taken." 

1.131 The Committee enquired about the orders placed by Railways 
and supplies made by DSP of wheei and axle sets to them during the last 
five years. In reply, the DSP in a note furnished the following table:-

1978-79 
1979-80 
1080-81 
1981-82 
19!12-83 

Total order lor 
the Rlys. «("quil"'-
men! wheel '~L) 

35.32S 
~9,RII 

37,117 
26,MI'! 
14,870 

Actual ~upl"ly 
(No. 01 

Sfls) 

16,058 
16,169 
14,809 
.13,807 
10,520 

1.132 In reply to a qucstio~ in Lok. Sabha (USQ 2955 dated 10-8-83), 
it was stated that the total foreign exchange released to the Railways 
during the last two years for import of wheels. axle, Tyres and wheelsets 
was as follows :-
198142 

1982-83 

Rs. 2S '30 crores 

Rs. 4:1 ·~2 crores 

1.133 Asked about the reasons for non-execution of the ,)rders in full. 
the Managing Director, DSP expt~ning the reasons stated that there had 
been a chanAc in the product-mix given by the rajJway~. According to the 
project they were to do 60 per cent rather bear.ng and 40 per ceat plain 
bearing. Then the ratio was changed to 70 per cent roller bearing and 
30 per cent plain bearing. In] 975-76 the pattern had oome down to 
87.S per cent roller bearing and 12.5 per cent plain hearing. This change 
in product mix had put them into difficulty. Another rcawn was the in-
creese in rejection and in re-processing. 

In this context, the witness added : 

"While analysing these things we found that, though we have 
implemented all the recommendations made by tbe Technical 
Committee sct up by the plant in 1973, we haw not been able 
to commission all these things as suggesled by Sondhi Com-
mittee. We find today that the plant requires investment in 
order to cut down rejcctiobs in the 6,000 tonne Press and axle 
ltammer plant. When we wanted to take action, we wanted 
to know from the railways their dcJ1ltlnd forecast for five 
years, which we have not got. It is only after we gct, th.:" 
we can take this type of investment decision." 
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1.134 Subsequently, in a note DSP stated that due to extremely un-
remunerative price structure of wheel and axle except in 1982-83 the. prio-
rities were given for production of other finished products during DVC 
power restriction and gas cut. Any cuts in production were first effected in 
wheel & axle plant so that more remu!lerative products could be produced 
in larger quantities. 

1.135 In this connection, the Secretary, pepartment (If Steel in 
evidence stated : 

"UntiJ two years ago, the price that the Railways were paying for 
wheels and axles to Durgapur was less than the landed price. 
But there were many s~eel items being sold in the COUlltry for 
prices which were lower than the priees for imported ones. 
Till a few years ago, the steel prices in India were lower than 
the world prices. Also the price that was being paid was 
according to certain detailed assessment by thc Chief Cost & 
Accounts Officer which was looked at by the Committee of 
Secretaries in which the BICP representative was also a mem-
ber, and that price was substantially higher than what they 
had been paid earlier. But even that price proved to be un-
remunerative. That was one of the m'ljor reasons, the fair 
price was based on 80 per ct!llt capadty u~iJisatlOn. But 
un.fortunately Durgarur has never been able to producl! 
even 80 per cent 0 the do.wnrated capacity. (do not think 
that just pricing can be held responsible for cverything that 
has happened. But it was one of the factors. 'There haw 
becn many other problems in the Wheel and Axle Plant in Durga-
pur. There have been problems of equipment, pr:oblems of 
quality, the rate of rejections has been very hIgh; possihly 
there have been deficiencies in plant operations. There have 
heen problems of industrial relations. So there are many rea-
~ons for this. I do not think that pricing. alone can be held 10 
be the reasons. Since April, 82 the price has been de-regulated. 
Today the prices are more or less on par with landed prices. 
But we have stilI not been able to achievc anywhere near even 
tbe derated capacity." 

1.136 In a note subsequently received from the Department of Steel 
the Committee were informed that with the increase in price announced 
on 23-7-83 the total pri~ for indigenous 20 TRB wheel set would come 
10 Rs. 18,082/- (including assembly charges of Rs. 150/- per set) as 
compared to the import price of Rs. 16,970/-. However, these prices arc 
still slightly lower than the cost of production. The estimated cost of pro-
duction plus 12o/r, post tax return for 1983-84 work!; out to Rs. 19,000 
per set as against the current se11ing price of Rs. 18.082/-. 

1 .137 It was reported that Railways bad decided to estahlish its own 
wheel and axle plant at Bangalore with an iDsta.Ded capacity of 70,000 
sets per annum. Thc Committee enqui(ed about its effect on the wheel 
and axle plant at Durgapur Steel Plant. DSP have slated in a note that 
the effcct of setting up of the Wheel and Axle Plant hy Railways on Durga-
pur Steel Plant can only be assessed after obtainin~ a finn demand forc-
cast from Railways with respect to wheels and nxl~s In a meeting held 
on 6th September. 1982 with the Railways, Railways havc indicated that 
.a demand forecast of 48,420 number of· Wheels and 2460 numher of Axles 
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per annum (16,960 number of equivalent sets). With the fetting of the 
Wheels and Axle Plant by the Railways at Bangalore. they have indicated 
that most of the demand for wheels and. axles from DSP would be in 
special new products for diesel and electric locos and passenger coaches since 
they are likely to cover their requirement of standard wheels from their own 
plant. While Ministry of Railways have given aSf;urance to the Department 
of Steel of covering present productiori of DSP they have not indicated that 
this would continue in the standard wheel sets being presently supplied by 
nsp. This in effeet would mean that DSP will have to switch over to new 
different profiles leaving f;tandard wheel sets with the Railways for their 
Wheel and Axle Plant at B'angalore. In case Railways continue to abide 
by their commitments and take the standard wheel sets produced by [)sP. 
as in the past, nsp will not have any problem. However. in order to 
reduce the rejections and thereby improving production certain investment is 
necessary in Wheel and Axle Plant of nsp. This will automatically incre'aSe 
the capacity utilisation of the same. In the absence of anv firm order 
forecast from the Railways and in view of setting up of their plant at 
Bangalore, it will not be possible for them to take any investment decision. 

1.138 The Committee enquired from the Ministry about the latest 
p()sition in this regard and whether the Ministry of Railways have agreed 
to take the standard wheel sets produced hy Durgapur Steel Plant to the 
extent of their production capacity. The Secretary, Department of Steel 
~tated in evidence:-

"This was the Government's decision announced in Lok Sabha also. 
But I should be very frank in saying that DSP nrc facing a vcr) 
serious problem that one axle forging hammer has cracked. Ahotber 
one has also been dama$ed. To replace these to produce the 
quantity and quality reqwred will cost Rs. 15 crores. So, the COit 
effectiveness of this additional investment is certainly being studied. 
But we art: also studying the possibility whether both TISeO and 
new plant of Railways have -the machines to manufacture these 
types of axles. We cannot manufacture new types of axles required 
by the Railways with the facilities that we have today. Further 
facilities will have to be created. Therefore, this matter is bein~ 
discussed with the Railways." 

1.139 TIle Committee are distressed '0 Dote the poor performance of 
the Rolling Mills. None of the Mills had attained the rated procladlon. 
By and large, the adual production was also lower than the budgeted pro-
duction. In this connedion, the Committee find that there were inhere"t 
design and lay-out defic:iencies in certain mflls. For instance. in the C."88e of 
blooming mill, the British Steel Experts had concluded that the optinnun 
utilisation which a mOl of such design 8Jld lay-out could achieve "85 66%. 
The Mana~i~ Director of Durgapur Steel Plant was frank enou~h to admit 
in his ('vidence before the Committee that there were certain areas whkh 
could have been planned a little better and the equipments coald hne been 
a little more stardv. The Secreta" of the Ministrv also stated that die 
blooming mOl could process only 1 milUon fonnes of'lnaol steel per ..... m 
wiahout any further investment as against rated ca"adf~ of 1." ndIIlon 
foanes. The Committee re,vet '0 note the serious deficfences In the pla.t 
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... equipment of ,some of the Rolling Mills IUId desire dull the nspHIi-
bUllY for it be fixed. • 

1.140 'The performance of the Wheel & Axle Plaat bas also been IIIGSt 
8DStdI8ladory. The rated capacity of this plant alter exp8D8lon was ked 
as 75,000 wheelsets per annum. However, a number of (;ommiUlee~ 
that had gone into it had assessed that the plant conld produce only 40,"0 
wheel sets per annum and that too if various additional facilitiew were pro-
vided aud remedial measures taken. The actual prodndion has been no-
where near the rated capaclty, the higbest capacity utilisation being 19% in 
1978-79 \"hleh bas also graduaUy deteriorated to barely 11% in 1982-83. 
Varions fodors like slackness in inter-stage inspection, heavy rejections, 
d.ienc~ in maintenance of equlpm(!nt, unsatisfactory illdustrlal relatinns 
and work praliices, faUure to provide balancing equipment etc. wblch Ilave 
been responsible for lower production were not beyond the control of the 
Management. Tbe low production besides entailing heavy financial 108S to 
the company resulted in heavy drain of foreign exchange on import of 
wbeels and ade .. by the Railways. Tbe total foreign exchange released on 
.hiII account during the last 1 years (1981-82) alone amoonted to Rs. 68.82 
crores. As early as 1971, the Committee on Public Undertakings had re-
oommended in their First Report (5~ Lok Sabha) that the Ministry should 
make a detailed inquiry into the working of the unit to find out the reasons 
for abnormally low production and remedial measureR should be takeD to 
improve "rodudion perfonnance. Although the matter is stated to have 
beeD Inquired into by two Committees and steps taken for the implementa-
tion of their recommendations, the performance of die plant instead of 
sbowlng any Improvement had gone from bad to worse. Apparently tbe 
half-hearted measures taken by the Management bad Iittlt' impact on the 
performatl~e of the plant. Presently, tbe plant has been seriously damliled 
and the replurement of affected equipment is estimated to ~ost Rs. IS 
trores. The CommJtRe desire that the responsibility for se\'ere dama~es 
to the plant he fixed and actitm taken a~alnst defMllters. 

1.141 The (:ommittee also find that the Railwoy" have been permitted 
to set up It captive wheel and axle plant with suhstantial capacity. Tbe 
Ministry of Railways have also indicated that most of their future demand 
fur wheels and uxles fronl Durgapur Steel Plnnt would be In special new 
types of wheel. since they were likely to cover their requirement of standard 
wheels from their own plant. The plant at Dur1l:al)Ur was, however. not in 
a pO-o;ition to produce them and would require modifications and substan-
Hal additional in\'e~tment., Added to this is the question of the price for 
die supplics 10 b( made to the RIlilwa~'". In spite of the fnet tbat tbe price 
fixed at present is higher as compared to thE' import price. II is not still rl'-
mun('rat~\'e in "iew of high cost of I)wduclion. l'he Committee, therefort:. 
rccftmmend thai the whole (IUestiolt of tite continulince of the ,)roollction 
of wbeels and axills in DU~:.lpur Steel Plant needs to be thorou1l:hly examin-
ed, taking inlo consideration the I)attern of demand and the cost effective-
ne~" of th~ additional innstment reqnired for replacement or addition of 
'equipment, etc. The Committee would like to be informed of the final 
polky deci .. ion tnken by the Government In due course. 
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Power SllorlQg~ 

1.142 One of (he consttaihts atfectior;the 'production of the iHnt 
especially the rolling mills was stated to be power. In this regard, the Audit 
Have stated that the Plant requires 60 MW of power for a rared production 
of 1.6 million tonnes of steel. In addition to the contracted supply of 45 
MW from Damodar Valley Corporation (l>VC) , it, has a captive power 
plant with an installed capacity of 10 MW and firm capacity of t 5 MW. 
During 1970-71 to 1982-83, as against minimum guarantee (45 MW conti-
tnJous) of 394200 (in 1000 KWH), the actual supply from DVC ranged 
from 199575 to 269774 and load factor from 52% to 68%. IQ resard to 
its own plant as against firm capaci.ty of 131400 (in 1000 KWH based OIL 
t 00% capacity utiliSatibn with ·ISMW ), the actual generation of power varied 
from 60728 to 103951 and load factor from 45.3% to 76%. According 10 
{)SP. the shortfall both in supply tevel a{)j frequency faced was considerable 
which was effecting sinter and saleable steel production directly and other 
In!jor units indirectly. Frequency fluctuations leads to tripping of the heavy 
oxygen plant. Apart from loss of rolling mills prodllCtion the· ingot steel 
production was affected due to restricted availability of oxygen for lancing. 

1.143 The loss of production of saleable steel in the last ten yean; due 
solely to power shortage was stated to be as follows :-

- y;;l:---------------------.-----d----·----Loss ofp~od~~:-
tlon of SIlkabll! 

steel due Itl 
power $hortage 

(Fi.ures in 
tonnes) 

-----___________ ... ____________ 4 _________ _ 

1973-74 69,973 
'19'14-75 54.100 
I~S-76 2.715 
1976-11 Nil 
1977-711 36.608 
1978-79 27.249 
19'79-80 353.392 
1980-81 250,157 
1981-82 46.412 
1982-83 55,495 
1983-84 (UPIO July) S3.3S J 

-- "-'-_._---.-
T,ltal 949.4S4 _._---,----_.- ---.------ ----- ..... ~--- .... -- .... - .. --- .... --- --.,-- ... -_ .. - .. -.. 

1.144 A proposal for instaUation of another captive power plant of 90 
MW capacity at an estimated cost of Rs. 42.3 crores was initiated in March 
1974. In November, 1977, it was decided to install a captive power plant 
of 120 MW capacity with a provisio'n for an additional unit of 60 MW 
capacity at an estimated C06t of Rs. 52.60 crOfes. In September 1978. the 
Government accorded sanction for Rs. 54.91 crores. The estimated cost 
was revised to Rs. 90.48 crores and sent to the Board of the SAIL in May 
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19.80. The Board approved Ih~ revised estimate of Rs. 80.68 crores in July 
1980. The Committee enquired as to when was the power plant actually 
S8actioned by Govt. and at what cost. The Chairman, SAIL in evidence 
stated : 

"Government of India approved it on 8th September, 1978. 
Subsequently the estimated cost had to be revised when the contract 
was awarded. Original cost was Rs. 54.91 crores. Revised cost in 
October, 1981 was Rs. 82.46 crores." 

1.145 As regards reasons for revising the cost, the Department of Steel 
in a note stated that the origi'nal cost estimate of the 2 x 60 MW Captive 
Power Plant at Durgapur (Sanctioned in September, 1978) was Rs, 54.91 
crores. This was based on the prices prevailing during the first quarter of 
1978 and in confol'mtiy with Government ~licy on the preparation of cost 
estimates, it did not provide for any escalations. The revised cost estimate 
sanctioned on 31·10·1981 was Rs. 82.46 crores based on the value of the 
actual orders placed and prices of other equipment (not' ordered) as pre-
vailing during the first quarter of 1981. 

1.146 As regards the reasons for the ·delay in sanctioning of the captive 
power plant by Government. The Secretary Department of Steel stated 
in ovidence: 

"In 1974 the general policy of Government was not to allow 
captive power units. We had several proposals for Bokaro, Durga-
pur and Rourkela and went to Government. It was turned down, 
on the basis of calculation of the power position in West Bengal, 
DVC and in Bihar. This inuicated that there was surplus power 
position in this area." 

1.147 When asked at to how was it ascertain that there was . surplus 
power situation in the area, the witness stated : 

In 1974-75 the installed capacity was assessed at 3208 MW. 
, The effective capacity was assessed at 2217 MW plus effective cap"-
city in existing CRJ?tive power station - 187 MW.· Therefore, the 
total effective capacIty in 1974-75 was assessed at 2304 MW. Peak 
demand was anticipated at 2054 MW. Priority industrial demand was 
907 MW agricultural demand was 140 MW. Total priority industrial 
and agriculture demand 1047 MW. other demands 1007 MW, avail-
able capacity and other demands was 1257 MW, surplus 250 MW. 
The surplus which was estimated at 250 MW in 1974-75 was assessed 
at 2]8 MW in 1975-76,291 MW in 1976-77,354 MW in 1977-78. 
792 MW in 1978-79. This was the situation in which these capitive 
power propoSals could not be pursued further. It was turned down. In 
May 1976 the Cabinet Committee reiterated the decision. Captive 
power units would not be allowed to he installed in any industry. This 
matter was reviewed again and it was only at the end of 1977 the 
Government did agree that the captive power plants may be consi-
dered but in very very exceptional situations. As soon as this decision 
was taken., we pursued this proposal for Durgapur and we did get 
it, approved in 1978, even though there were several institutions with-
in the Government which opposed this propos.11. At that time 
Farakka was anticipated to be in production - 400 MW was expected 
in 1983-84 and in 1984-85.600 MW." 
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1.148 The Committee desired to know ~e latest pOsition of the instaJ-
lation of the captive power plant and whether there had been any time IllId 
cost over run in setting up of the plant. In reply, the Durgapur Steel Plant' 
in a note stated that as per the contract the first unit was envisaged to be 
commissioned in December, '1982. Accordingly orders for main plant and 
equipment, namely boilers and turbo generator sets were placed on Mis. 
Electrum Poland. The commissioning of the project had been delayed due 
to slippage in civil and structural works by Mis. HSCL and structural and 
equipment erection by Mis. Electrum. According to DSP, the first unit, was 
likely to be commissioned in second quarter of 1984. In regard to cost 
overrun, they stated that they were still within the revised approved estimates 
of Rs. 82.46 crores. 

1.149 On the subject of cost of generation, the Committee enquired 
about the estimated cost of generation by the captive power plants vis-a-vis 
cost of power drawn from DVe. The Department of Steel in a note furnish-
ed after evidence have stated that the cost of generation from the captive 
plant was estimated at 16 paise/unit when the project was sanctioned in 
1978 (on the basis of the price prevailing in the ti~t quarter of 1978). The 
cost of generation was estimated at 27.6 paise/unit when the revised 
estimates were sanctioned in October. [984 (hasco on the prie~ at that 
time). The present estimated cost of generation is estimated at 34.S paise! 
unit. The present cost of power drawn from DVe is 49.5 paise/unit. 

1.150 In th.: absence of captive power plant, the Committee enquired 
as to what efforts were made at the Ministry level to see that adequate 
power was available to th~ -S~ol Plant. The Secretary Department of Steel 
in evidence stated :-

"We do have several forums of discussioIlB and very continuous 
discussion. There is a plant level committee with DVe itself anu 
there is a SAIL inter-action with DVC. There is a Secretaries Com-
mittee on infrastructure and also a cabinet sub-commit teo on infra-
structure. There is a very very continuous dialogue. The queation 
arises how the overall power shortage is to ~ shared and what 
priority can be accorded. As a result of tbis dialogue 80mething 
has happened and I would give some iHustrations. The first alloca-
tion made to us was 162 m.w. As a result of dialogue, we were 
able to get 170 m.w· Then. this was related to how much they were 
able to produce overall. If DVe was able to operate at the le'vel 
of 600 m.w. we were given the allocation of 162. As a re~lUlt of 
our going through the cabinet 8Ub-committee on infrastructure, we 
were able to get 170 m.w. At the level of 650 m.w. our allocation 
was filted at 190. Allocation of 700 MW is 210 MV A nnd at 750 MW 
it is 230 MV A. This ill for aJl the steel plant~ where the DVe sup-
plies including Botaro, nsec and Durgapur .... There has been 
lIome benefit of having oommittees of this nature. But we must 
recognise that throughout, the demand has exceeded the supply. We 
would not be able to get complete powet'-cut exemption because 
the other industries like coal mInes also require some power,." 
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. 1.151 The Committee find that the . non-availabllity of adequate 
p .. ~er from DVC ho.d also affected the productioR at tile ¥iant espe~~Uy 
iD ... RuJling Mi1I:;. 'lhe loss of produt'lion of S~tleJlble Ittcel during rlJ~ 
.Last 10 years (1973-83) solely due to power shortage is sluted to be 
about '1 1aL.b WIW('S. The i"lan1 was havrog a SlDaU captive power pu.nt 
witla II firm capacity of 15 MW. Unfortunately the capacity utilisano.of 
.. is plttnt has uL'io been low a1lectio,g even the ti.llited quantity of power 
wlaich ~ouJd b~ available trum this plant. There has been delay in Sll~­
liotting 80d /JeUing up of additional cal,tive power i1laalt to lU~et tbl.: power 
refl'lirement. Althougb, II proposal for the installation of the captive 
p(mer ~ was inltia~d in March, 1974, this Willi not approved by tIM: 
Government at that stage hecause of certain wrong assessment in reprd 
to overall availability of power in this a~ll. It l\as ooIy in Septe..wcr, 
1978 that a power plullt of 2 x 60 MW WIIS sanctioned for Durgnpur 
Steel Plallt. 

1.lS2 The COPlDliUee are distressed to note that there ha. .. been ill-
ordinate «klay in sanctioning additional cupth.e power plant to Durgapur 
Steel Plant. WIUlte.V4!r lOay be tbe considerations for tile Govcrament 
takiJla a de~i6ion for not aUol\'ing captive power units for otber inckastriefi. 
in view of dired effect of short s"Pply of power on its production, ~. 
pur Steel Plant should have been made a special case for sanctiomng 
captive power unit. This aspect of the nudter 8!:'sunied w-cater import-
aMe as the load lactor from DVC ranged between 52% to 63~;) cull!, 
durin~ 1970.71 to 1982-83 and short supply could not be compeR~ated 
from other sources. 

1.153 The Committee are sorry to note that besides \aluable 
time lost in sanctioning (If tile project the~e had also bt.-en delay in setting 
up of the plant on account of delays in t·he supply of equipmc.>nt a.~ well 
U'i in civil and structural work. . TIle first unia wbich WWi expected to be 
commissioned In December, 1982 is nOl\· expect~d to be rco:ady by the 
end of second quarter 01 1984. The cost has also gone up and the revis-
ed cost is esltmated to be His. 82.46 crores against tbe original al)proved 
estimate of Rs. 54.91 crores. Tbe Committee aft unhappy OVer the delays In 
execution of works connected witb installation of the plant and co .. ! over 
rnn iD its setting up. They hope that now all ont effort will be made 
to commission the captive power plant by the revised target date and 
eliediu monitoring of progress 01 the works will be done to schiele thih 
end. In the meantime steps sbould be taken to see tbat ode quote power 
is made avaiJaIJIe to tile Plant from other sources. 



ClfAPTER· II 

PERSONNEL MANAGEMENT 

A. Maflpower A IUdysis 

2.1 rhe number of m~n employed in the Works DcpartlJl.clll of Durga-
pur Slce~ Plant as oil 31-3-83 was 24,K46 which was more than the assess-
alent of 22005 men made by the Industrial Engineering. Department (lED) 
in 1963-64. The number of men in General Administration and Town-
ship was 7570. (These figures exclude number of men empJoyoJ on con-
!)truction activity). 

2.2 According to Audit, in November 1968 the statI strength of Works 
Department of the plant was frozen by the Board of Directors at 19,601 

(1,069 executives and 18,532 non-executives). Similarly, the staff strength of 
administration and township was frozen at 6,918 (211 executives and 6,707 
non-executives). As a result of a study made by the Management in COIl-
sultation with the Administrative Staff College, Hyderabad in March 1972, 
the non-executives strength of works department was fixed at ] 9,206. This 
was subsequently revised in December 1972 to 19,614. The actual strength 
was thus not only more than the manpower requirements assessed by the 
Industrial Engineering Department (1963-64) but also excoeded the St.reo&lll 
fixed in March 1972 / December 1972. Tne Committee enquired about the 
justification of much higher staff strength. The DSP slated in a note that the 
Administrative Staff College had a~sessed the reference. manpower for the 
works at 19,614. This was to be used as a base for computation of in-
.centivc earnings as per scheme made by the Staff College. The actual 
manpower, in March 1972. however, was 22,386 for the Works Depart-
ments. It was 24,846 at the end of 1982-83. The increase works out to 
2,460, the reasons for whieh were as follows :--

0) Certain Departments which were earlier indllded in the non-
works groups viz.. Township garage, plant Central Stores and 
Trainin~ Departments were reclassified in 1981-82 under 
Works Group in order to maintain parify with other uni~s of 
SAIL. 

(ii) There was an increase of 495 men on [Iccount of installation 
of balancing facilities and for fuller utilisation of equlpaent 
installed under the 1.6 MT stage. A further increase of 221 
men accrued on account of departmentalisation of certain jobs 
which were hitherto being performed by contractors. 

Elaborating, DSP stated that lately efforts had been made to contain the 
manpower by not fil1ing up the vacancies arising out of normal wastll8OS. 

2.3 On the question of excessive manpower deployment the Secretary, 
Department of Steel in evidence elaborated : 

"T~re was a certain manpower deplOYlDCJlt for the one miWoo 
tonne iDiot stase. Later OD, tbe expansion came. Additional faci-
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lities were built and takins those into account as well as further 
facilities established as a result of the report of the action com-
~ttee, . we g~t the a~ditional requirement. The manpower estab-
lished IS consIstent wIth the reference manpower that existed at the 
one-million ingot stage completion. But further facilities had l,een 
erected during the period of last 10 to 12 years. It is not to say 
that it is, in fact, the optimal manpower or tightest manpower be-
cause certainly our manpower deployment in steel plants compares 
very u"nfavourably with the manpower deployment elsewhere in the 
world-Jap~n, Britain and so on. Here, 1 would only highlight two 
or three points. We do have certain systems here which are different 
to the system elsewhere. For instance very specialised maintenance 
like the annual turn around maintenance is done by our own people 
here. Elsewhere it is done by specialised contractors. There are u 
number of jobs in o!.her countries in the steel plants which arC) done 
by expert contractors whereas in India, the general trend of policies 
is also that this must be done departmentally. I am not for the 
moment talking of the manpower deployed in looking after township 
etc. where ste~l plants run their own townships ano have functional 
municipalities. 1 would just mention these are some of the salient 
features in regard to manpower." 

2.4 When the Committee pointed out that even taking into account the 
various factors there was need of improvement in the deployment of mall-
power in Steel Plants, the witness submitted :-

" .... the deployment, of manpower in our steel plants needs much 
more careful. looking into because one cannot :\ccept that work 
practices, productivity and so 011 are, what they should be. This is 
where there have been problems. I masiust mention that d~rinp; 
the last few years, two important developments have taken place. 
The most important is 1he latest long-term settlement of all the unions 
which has a s~ific clause that both the managements and the unions 
will jointly study how to improve productivity." 

2.5 The problem of overstaffing in works department at; well as general 
administration and township of Steel Plants was considered by the Committe~ 
on Public Undertakings in 1971 and the Committee in their First Rcpert 
(5th Lok Sabha September 197]) has inter alia observed as follows. "The 
Committt:c hope that the stalI strength in the steel plant .. will be lIdjusted ill 
accordance with the latest studies and Governments/HSL would take the 
opportunity offered· by the expansion scheme of the steel plants a!,d Bokaro 
project to gainfully employ the surplus staff as early ~ practlca~le and 
possible". In June-July 1972 Government had informed the Committee on 
Public Undertakings that new production incentive schemes which provide~ 
sufficient. motivation to work with the strength recommended by the AdmI-
nistrative Stafi' College had been evolved and it was expected that the 
additional monetary benefits arising therefrom would induce the workers in 
works department to agree to the shedding of surplus manpower. Tn rejlard 
to the implementation of the incentive schemes, SAIL intimated (October 
1981) as rollows: 

"The study as' indicated was done by the Administrative Staff 
College, Hyd.erabad, with a view to introducing incentive scbeme 
only for the maior production Imils. The rest of the study was not 
comp1<':ted by the Staff College. Subsequently. the scheme had to be 
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replaced. A new scheme was introduced in consultation with t!1e 
Trade UniO'ns when a study of the manpower was lJl!de by the In-
dustrial Engineering Department an4 no appreciable--excess man-
power was revealed." 

2.6 In this connection, the Committee desired to know why the incen-
tive scheme evolved by the Management based on the study of the Adminis-
trative Staff College was not introduced. In reply. the DSP in a note stated 
that the incentive scheme evolved by the Administrative Staff College could 
nOI be introduced for thc whole of the Works Department. The fi~s of 
reference manpower assessed by the Administrative Staff College bcC<.lD1c a 
subject of hot coptroversy while negotiating thc scheme with the unions, as 
the existing manpower was more than the one suggested by Administrative 
StaH College. After protracted negotiations involving large number of meet-
ings with the unions the scheme could be introduced in some departments. 
Even for this, adjustment had to be made in reference manpower in some 
cases. In the rest of the departments the attempt had to be abandoned. Even 
in departments where the scheme had been introduced there was a lot of 
dissatbractioll due to disparities in the incentive earnings in the v~rious 
groups which was a feature of this scheme. The scheme was not simple 
enough for understandability due to the complexities in;volved and there was 
general dissatisfaction for which the scheme was ultimately replaced by new 
schemes evolved by the Plant in 1975 and 1978. 

2.7 The Committee enquired about the total amount of incentive paid 
to the workers during last four years. In a note DSP furnished the data: 

(Rs. in lakhs)l' ._--_._------_._ ... _-------- ----_._-- -------------._._------
Ye·lr Total Incen-

tive AmCl\mt -- - - -.----~---- ..• -... - .. __ .• _-------------------
1979-80 192·09 

146 ·83 
247·22 
257·31 

J 91l0-81 
19RI-82 
1982-83 

-_ .. - _. - -------_ ... _-----.---_._- ---------.-----.. ---~ "~'--"~-' 

2.~ When asked whether the ~w ~entive sche~ bad any impact 011 
productIOn of the plant, the Managtng Director, DSP In evidence stated : 

"About ~he impact of t~s scheme, statistics show that we have been 
able to. unprove producti~. From 1975-76 there has been an in-
crease In prod1;lction. speclally in the last two years, viz 1981-82 and 
1982-83. During 1979-80 and 198()"'81 we were badly affected due 
!O power shortage. ~erh!,PS.we should have got more benefits, if the 
infra-structural deficienCies ID the form of power and coal shortage 
were not there. In. ~ny cases we were not able to utilize things to 
the best. of our ability, due to poor quality of raw materials." 

B. Labour Productivity 

.2.9 The ':fehtab Committee? in its report submitted in lune 1966 had 
observed that It should be. posstble to increase the Productivity of works 
personnel from the then msting level of 55-70 ingot tOMes man 
to about 125 ingot tonnes per man-year and above in each StCcfMant ~ 
Mana~t fixed the target of 90 toanes per man-year for ~ Steel 
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PlaDt. '£be actual productivtty aUilined during 1970-71 to 1982-83 however 
ranJ!;ed from 33 to 49 tonnes. The Committee on Public Undertakings in its 
lst and 41 st Report (5th Lok Sabha) had adversely commen!ed Upon the 
low productivity in the Durgapur Steel Plant. The Committee enquired as 
to how \vo\J!d the Management explain the persiste1lt low level of J)1'oducti-
vity in the plant in spite of assurance to the Committee in June, 1972 that 
the level of productivity w~ expected to go up with higher production and 
the new production incentive schemes were lliso designed to motivale 
labour. The Mana~n~ Director. nsp in evidence ~:tated : 

"Production improvcO marginally between 1972 and 1975, and then 
there had been increase in production in 1976-77 and 1977-78 when 
we reached about 49; but this productivity is in the ingot steel plus 
some percentage of pig iron divided by the total number of men 
even though they are not workin~ in the melting shop, In 1977-78 
when we did not have any internal or external constraints and when 
everYthing was done to the bl1'st of our ability, we could reach nearly 
1.091 million tonnes of steel. Then the steel production came down. 
A consciOus decision had to be taken in 1979-80 and 1980-81 to 
bring down the production in Steel Melting Shop, llO that the ingot 
stock did not increase. A~in, we have started increasin~ our pro-
duction from 1981-82. In 1982-83 it was still more. We have then 
been able to achieve 0.95 million tonnes. We have been able to 
decrease our total strength, compared to last year, by about 249. It is 
a question of production i.e. how much we can get. We have been 
able to contain the number of men. We are trying to increase produc-
tion. Higher productivity was considered, taking 1.6 million tonnes 
as the likely production. We have got men for the units for 1.6 
million tonnes; but we are producing less than that, because of defi-
ciencies in furnace capacity and other things." 

2.10 Asked as to how the productivity of DSP compared with the other 
steel plants in the countrY and abroad, the Secretary, Department of Steel 
stated in evidence :-

"As regards productivity in terms of ingot ~teel per man year, the 
1982-83 figures are : Durgapur-39; Bhilai-·71: Rourkela-44: 
Bokaro-72; llSCO-34; TISC0-64. Similar figures in rClipect of 
other countries are: Japan-~70; United States--234; Fedoral 
Republic of Germany-204; Italy-264; France-194; Britain-183 
and Brazil-lOS (1980)". 

2.11 The Committee enquired as to how did the cost of labour per 
tonne of steel in~tsin Durgapur compare with other steel plant<;, Tn reply, 
the Secretary, Department of Steel stated in evidence : 

"The figures are : Durppur-588.83: Bhilai-·322.43: Rourkela-
524.08; Bok:aro-290.32; TISCO-299.00 and ITSCO-561.61 the 
fiJn1res that I have given relate to direct and indirect labour in opera-
tion. maintenance. township etc. These figures exclude labour engag-
ed in capital construction." 

2.12 In view of very low productivity in the plant, the Committee 
wanted fo know whether there were any measures under contemplation to 
rationalise the deployment of manpower within the plant and to Increase 
their productivity. Tn reply. the witness stated that there had been, a recent 
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agrt:'ement with all the trade unions. Chapter 8 dealt s~fi.cally with proctuc-. 
tivity a!td industrial peace. It had some very iJDI)ortant clauses.. Both the 
side8 recoxnisOd that the f.ture prosperity and c1ticiency of steel industry 
rested he'dvny on the ability of the parties to work in cooperation to achieve 
higher productivity. 

2.13 WheJl pointed out that machinery in nseo Plant and Durgapur 
Steel Plant were similar but there was better productivity in the former 
.phint, the witness explained :-

''There are differences. Somewhere we have open.hearth furnaces; 
somewhere we have basic oxygen furnace; so~here we have the 
bk'nding. There arc differences, and important differences. But I 
would again say that these differences wiH not explain the full story, 
they wiH explain only a part of the story. Thc rest, to a very great 
extent, will depend on work practices, and we do know that in certain 
shops, even in the same steel plant, the work pmctices leave a lot of 
room for improvement. The Wheel and Axle Plant has self.imposed 
quota. With that sort of work practices, we arc not going to get pro-
ductivity, even with the derated capacity. These aspects have to be 
gone into thorou~y. I am very hapPY .that th~ agree!l1cnt with the 
union has recogOlsed that one of the seriOUS pomts whIch have to be 
pursued is how to improve productivity." 

2.14 The Committee find that tbe plant bas continued to suffer from 
tbe problem of over-staffing and lower productivity. The prc!fent strength 
of Works Department at 24,846"is mucb higher than the strengtb of 19,614 
fixed after detailed studies by tbe Administrative Std College, Hydenbad 
i. December, ]972. The Committee on Public Undertakings In their First 
Report (1971-72) bad su~ested that the Government/Company should 
take the opportunity offered by the exp8Dllion scbeme of tbe steel plants 
and Bokaro Project to gainfully employ the surplus staft' as early as pncti-
cable. In fact. the number of persons bas gone up both in the case of 
works as well as general administration ud township even as compared 
to the actual men in position in 1971-72, tbe total strengtb as OR 31-3-1983 
being 32,0116 as against 29,285 at the end of 1971-72. The reH5U1IS 
advaneed for increase in manpower strellgth like installation of balancing 
facUities and departmenfaJisatlon of certain jobs wbich were previously 
done by contradonl are justllied onl)" to a limited extent. It is re~('I.a""e 
that no effective steps have been taken to reduce the manpower. 

2.15 The inevitable casualty of over-staffi~ is the productivity of the 
organisation. The labour productivity in Durgapur Steel Plant wa'l the 
lowest being only 39 tonnes of steel ingots per man-year 88 compared to 
the 44 in Roorkela, 71 in BhiIai and 72 In Bokaro, not to speak of world 
standards where the productivity was several times higher. This is in spite 
of the fact that the plant has introduced productivity linked Incentive 
scheme and an amount 01 Rs. 257.31 lakbs wa~ paid as incentive In 1982-
83. The problem becomes all the more serious when it Is taken Into 
account tbat the Mehtab Committee in 1966 considered It pos.. ... ble to 
increase the productivity of works penonnel to about ] 25 'onne1l luaot per 
man year in eacb steel plant and the naana~ment Itself fixed the turget of 
90 tonnes per man-year for DIiIwIpur Steel Plant. The c~t of laoour per 
tOlUle of steel in Dorgapur Steel Plant was the ItIgbest ali' compared to the 
other steel plants and was aboat doable of that In Bokaro SIft) Plant. A~ 
mted by the Secretary of the Ministry in hh evidence before the ('om-
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mittiee,tbe labour productivity depended to an eDent upon the type of 
eqaipment ia each plant but the ColIUDittee feel that it depended to • very 
great extent on the work practices which left a lot of room for improvemeDl 
In Durgapur Steel Plant. The Committee have been informed that the 
recent agreement by the maugement with all the trade unions provides that 
both the sides recognise that future prosperity and efficiency of steel indus-
try rests heavily on the ability of the parties to work In cooperation to 
achieve bigher productivity. The Committee welcome It and hope that sIn-
cere efforts would be made both by the management aDd labour to improve 
tbe work culture and to achieve higher productivity with a ~ew to reducing 
the cost of production aad the heavy losses being sulered by the plant. 



CHAPTER III 

MATERIALS MANAGEMENT 

A. InI'entory Control 

3.1 As on 31st March, 1983, the value of total inventories of raw 
nwterials, stores and spares (excluding in transit) finished, semi-finished 
products and other miscellaneous stores was Rs. 225.67 crores. The plant 
was carrying heavy stock particularly of finished and semi-finished goods 
amountinJ?; to Rs. 126.20 crores. The stock of finished and semi-finished 
goodS' had gone up from 3.18 months sales in 1978-79 to 6.25 months sales 
in 1982-83. 

3.2 The Committee desired to know the reasons for heaVY stocks and 
steps taken to reduce them. DSP in a note stated that there had been 
substantial increase in the total steel output in India amounting to almost a 
million tonne in 1981-82 as compared to 1980-81. The incr~se was still 
higher in 1982-83. This substantial increase in the indigenous production 
combined with imports which came during 1981-82 and 1982-83 had 
resulted in easy availability of steel in the country. At the same time, many 
of the priority sectors had not been able to lift materials for which they had 
indented or projected their requirements due to funds constraints. In short, 
the incre'a$c in demand had fallen substantially short of the increMe in the 
availability of steel. As a result, there had beeh stock accumulation in the 
stockyards and the steel plants. As a result of the chan~ market situation, 
intensive customers contacts, change in the product-mIX and various other 
measures in marketinJ?; had been taken including drastic cuts in the imports 
to meet this situation. These had resulted in depletion in the s!ock level in an the units of Steel Authority of India Limited jncludin~ Durgapur Steel 
Plant durin!! the first quarter of current year (1983-84). Stock of saleable 
steel in DSP in works and stockyards had gone down from 2,90.420 tonnes 
to 2,24,250 tonnes. 

3.3 On account of heavy stock, the Plant had to bear heavy interest 
charges. For instance, in 1982-83, one of the reasons for heavy losses was 
increased interest charges amounting to Rs. 22.51 crores as compared to 
1980-81 which was explained as due to higher overdraft utilisation by SAIL 
on account of the accumulation of the stocks of saleable st~l and the repay-
ment of government loans to the extent of Rs. 130 crores without corres-
ponding generation of the internal resources. 

3.4 According to Annual Report of the Ministry of Commerce (1982-
83) the imports of iron and steel went up to ,30.08 lakh tonnes valued at 
Rs. 1136.38 crore!" during 1981-82. regil;t.ering increase by 47.5% in 
quantity and 33.3 % in v~tluc over 1980-81. During the first half of 1982-83. 
the imports of iron and sted amounted to 13.2 lakh tonnes valued at 
Rs. 531.01 crore~. showinl! an increase of 6.4% in quantity and of 14.6% 
in value ovcr the imports in the eorrespondi'hg period of the previous year. 
The sizeahle imports were stated to have been needed to meet the growing 
ind\l~trial rcquirt'mcnts of economy. 
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3.5 In replY to a question in Lok Sabha, it has been stated ~hat the 
stock of imported steel held by SAIL was 102,609 tonnes on I April, 1983 
valued at approximately Rs. 46.2 crores. This had, ~owever, came down to 
53,800 tonnes on 1 March, 1984 valued at approxunately Rs. 24.2 crores 
The Committee enquired as to how would the Ministry explain the pheno-
menon of heavy stocks with the Steel Plants and huge imports Ht the same 
time. In reply, the Secretary, Department of Steel stated in evidence :--

"The reasons for this increase in inventory are well knowll. Imports 
were made on the basis of demand indicated by major uscrs. Unfor-
tunately this demand did not materialise and this did lead to stock 
accumulation. We have now adopted a new strategy, and the strategy 
is that the plants must manufacture what will sell and imposin~ 
stricter import control; there should be no question of having guess 
estimates; the demand will have to be confirmed before any manu-
facture or import takes p~ce based on lettcrs olc~dit; a very rapid 
and determined liquidation of accumulated stocks which include 
arrangements with converters to process semis into finished products 
and also much more active rolc in trying to find remunerative export 
markets. This has already had some impact. On I st April, J 983, the 
stock of Durgapur Steel products was 0.2tN million tonnes and on 
1st August this declined to 0.21 million. The target is not more than 
0.165 mitlion (by the end of the year)." 

3.6 Asked whether there was any mechanism to continuously study the 
market position and demand of various categorid of steel in the country, 
the Department of Steel in a hOte furnished after evidence have stated 
that every year, the Joint Plant Committee carries out analysis for 
assessing the demand of various categories of steel in the country and their 
likely availability. Keeping in view this assessed domand and availability, 
action is taken to import canalised items of steel to cover the estimated short-
fall. Imports are restricted to those qualities and sizes which urc not produc-
ced indigenously in adequate quantities. Items of steel which are not cana-
lised are imported by the (lctual u&ers directly against the import licences 
issued to them or under OOL. The product range of the Durgapur Steel 
Plant includes pig iron,semis, skelp, structurals, wheels and axles, sleepcrs 
and fish plates. Of these, pig iron, semis, skelp and structurals arc canalised 
for import through Steel Authority of India Limited. Other items specially 
wheels and axles, sleepers and fish plates arc directly imported hy the users 
namely the Railways, as necessary. 

3.7 When enquired about the reasons for non-materialisatioll of anti-
cipated demand for steel, the Secretary, Department of Steel explainin~ the 
difficu1tie~ in this regard, stated in evidence :-

"The dtfficulty arises really because at the start of the year there is 
a certain assessment, but then recession takes place and (I variety of 
other economic factors come into play. Therefore, this has to he a 
continuous exercise because there "are many things which m:ly happen. 
There is a backlog somewhere and something is delayed therefo~, 
the demahd does not come off. The State Electricity Boards are very 
large consumers of steel but their actual consumption becomes much 
lower than what they themselves had estimated lit the earlier part. 
Import licences were granted last year or the year before. but they 
have the validity period. This also requires to be monitored. The 



Statistics of imports cpme with tremendous time-lag. and we have to 
make arrang.ots, and we are making arrangements to get estimates 
irrespective of when the official statistics come. We can know from 
port clearing agent what is happening, how much is actually coming. 
This is being tightened so that we know what changes ill demand 
might take place and to that extent we must change our marketing 
RS well as production strategy." 

3.8 To the Committee's observation that this meant there was no co-
ordination between steel production and import. the witness stated : "There 
is coordination, but the fact is that it requires a lot more improvement." 

3.9 In this connection, the Committee enquired whether there was any 
need for further strengthening the marketing organisation. The Secretary, 
Department of Steel in evidence submitted : 

"Jt will have to be. There have to be changes in the organisation. 
When I say changes, we are not thinking of changing headquarters 
and so on because there seems to have been such a misapprehension 
in certain quarters. There is no such question. Marketing has to be 
very much more dynamic, much closer to the customers, and we have 
to know accurately what is actually happening in the markel, what 
Chahges are taking place, what stocks are being held by different 
people." 

3.10 The Committee observed that there were stocks of certain type 
of steel which were not required in the market and at the same time there 
was shortage of certain types of steel which forced certain units to close 
doW'll. Thereupon, the Secretary of the Ministry stated: 

"We have a shortage in LPG steel sh~ts. There domestic produc-
tion ha!' picked up. We are trYing to see what are the things we can 
manufacture. Extra deep drawing steel for automobiles we are not 
manufacturing at all. It was all imported. We have got the techno-
logy. Now, we .will be able to produce extra deep drawjn~ steel for 
automobile which otherwise would have been imported and was be-
ing imported all these years." • 

B. Stores and Spares 

3.11 The totaJ value of stores and spares in DSP us on 31-3-83 
amounted to Rs. 88.27 crores which was equivalent to 20.17 months con-
sumption. The value of non-moving items (not moved for two years and 
more) as at the end of 1981-82 was Rs. 29.89 crores. The Committee 
el1(juired about their non-utilisation/disposal. DSP in a note furnished after 
evidence stated that they had a stock of non-moving items valuing Rs. 29.89 
crores as on 31-3-1982 oul of which there were insurance spares worth of 
Rs. 14.20 crores which could be required by the Plant at any time of 
emer~ency. The remainin~ non-movin~ spares valued Rs. 15.69 crores con-
sisted of hi"th and low value stocks. The plant would consume high value 
items worth Rs. 5.13 crores. For the stores of IO'Ner valued itc/llli worth 
Rs. 10.49 crores, simitar action was being taken 10 notify the cOlUuminj! 
departments if that could be used by them and out of this some had hccn 
scrutinised and stores worth Rs. 59.31 lakhs had been identified as dispos-
able and balance were still under scrutiny. 
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3.12 Asked about the position of the non-moving items (not D!9ved for 
two years and more) at the end of 1982-83, the DSP in a note stated that 
it was valued at Rs. 31.14 crores. 

C. Physical Verification 

3.13 According to Audit, physical verification of raw materials, stores 
and spares and finished and semi-finished products is conducted by a sepa-
rate unit placed under the control of Financial Adviser and Chief Accounts 
Officer of the Steel Plant. The stores and spares are verified physically so as 
to cover all the items once every. financial year; the physical verification of 
raw materials and finished and semi-finished products is conducted quarterly. 
The results of physical verification conducted during 1978-79 to 1982-83 
were stated to be as follows :-

(Rs. in lakhs) 

y,:ar Stores &: Spares Raw Materials Abnormal Finished and Senli-
shortage finished product~ 

1978·7~ 

1979·80 

198()"!!1 

1981 82 

198283 

E"c.:ss 

7 ·72 

4 ·13 

16 ·13 

15 '87 

10'45 

Shortago Excess Normal 
shortage 

Shortage 

12·79 45'61 33·73 12·64 375'69 592·43 

6 ·01 45 ·74 97·06 38 ·60 353 '55 616 '96 

4'58 69'92 162'82 106·49 461·35 509·8x 

IS'30 227'53 138'78 53'36 571 '45 67S '26 

6 '98 73 '67 170·11 0'97 478.64 867.16 

3.14 According to Audit: shortages in raw materials to the extent indi-
cated below are treated by the Management as normal loss and charged to 
consumption without further investigation : - . 

_ ....... ~ _ ______ -4 ___ --4 __ ____________ _ 

Pen:entage of 
total receipt 

-~-~-----..~--..---- ---- ----,------~ 
Coal 

Jroll Ore 

Otbr raw mltorial'1 

4 

2 

3 .15 Shorta~ in excess of these norms are also charged to consump-
tion durin,:! the year but are investigated later on. 

3.16 In this connection, the Committee desired to knCY\v the reasons for 
the abnormal shortage of raw materials to the extent of Rs. 106.49 lakhs 
in 1980-81 in addition to shorta~s of the value of Rs. 162.82 lakhs which 
Were considered normal by the plant management nnd whether the reasons 
for abnormal shorta~es had been investigated. The DSP in a note have 
stated that the abnormal shortages occurred in the following areas (i) 
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washed Coal (ii) Iron Ore (BF Grade) and (iii) DoIochips. This abnormal 
shortages of Rs. 106.49 la.khs for 1980~81, have been inv~ by a 
StandinJl; Co~ttee appointed by the Managing Director and tho detailed 
causes of shortages as ascertained by the Committee with respect to the 
above items were submitted to the Board of Directors. These are as under :-

~'-~'-'- -.-~--------.~ .. _.- -. _____ .. 0_-
SI. Item CauIICS for a shortages is ascertained by the Committee 
No. -----_._--------_ .. __ ... _---------_.- .... _----

1. Washed Coal 

2 Iron Ore (SF Orade) . 

3, Dolochips 

<a> The rat io of washed coal in the stock has been 
arrived at on the basis of blended coal which is 
approximate. 

(b) Consumption accounting i~ also on catimatcd 
basis, 

<c) The weighment ofincoming waSODl iI on test-
cheeks basis. However, there is also a possibility 
of shOrt receipt of materials. 

<a) The rClXlipt is accounted for mostly on ~/R 
weight basis, excepting (i) the quantity reoel~ 
from Bolani Ol'Cll (captive mines) where materials 
are sent based on fed wtiaht system loaded upto 
the carrying capacity of the wallOns and (iI) 
where wagons are not weighed at the loading 
points and one-third of the incoming wagons 
have been checked, weighed at DSP, There is 
limitation in weighing 100% wagons in the 
Plllnt. 

Because of the above method, the possibility (If 
som:. alDllunt of und~rloadlng c<lnnot be ruled 
out. 

(b) Error in ass.:~!\ment of con'mml'lion. The c::on-
sumption is computed from the scale car we~ah. 
ments where there are pos"ihlities of margmal 
errors. 

(c) Possibility of some error in stock verification i. 
also not ruled out which is done in volumetric 
basis and ground contour may be a possible 
cause of error. 

(I) The rllCCipt is accounted 011 the basis of R/R 
weight. This material is transhipped. cn-route 
from MO lines to DO lines and chances of en-
route losses are there. The wajODI RCei\'ed are 
test-weiilhed in tbe plant and in case ohigniftcant 
difference the suppliers as well as Railways are 
intimated. 

(i i) The consumpt ion is based on weighment by pandan 
fecderandweigh-fc:eder ill'talledin No. I &:No. 
2 Kilns rC!lpectively. The possibiWy of 'lOme 
marginal error depending on calibration exists. 

(iii) The material in ~Iock is 5uhjol,'1cd 10 weat/leriug 
effect reducing some portion to powdery form 
which i,. "rnctically los\ by winds and rains. 
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3.17 In regard to cool wagons received by DSP at site, tbe COJDD;1.ittee 
des;reQ. to know the percentage of coal wagons weiibed during the last five 
yca.rs, tile extent of shortages/excesses noted in quantity of co~ rocelved. 
the percenblge of shortages/excesses to the quantity received (in wagons 
wei.ghed,) and action taken tbereon. In a note furnished after evidence. 
the DSP sta.ted Urat the percentage of coa] wagonS' weighed during the last 
five years were as under :-

Yoar 

-.. 
1978.79 

1979.80 

198()'81 

1981.82 

1982·83 

coal;agon weigi;ed 
a~ % of WflAon 

received 

NIL 

3 ·95 

12·20 

II '~3 

The percentage of shortages to the quantity received (in wagons 
weighed) were as under!-

Year Raw Coal Purchased 
Washed Coal 

-.--.----.----... -.------- ---- -.-.----- .. 
1979·80 10 ·34 4 ·21 
198()'81 8 '31S 3 '3R 
1981.82 7'71 4 ·21 
1982·83 10 ·92 3 ·91 

7 '25 (Imp ortld 
Coal) 

3.18 In view of the fact that the weighment of incoming wagons was 
only done on test check basis, the Committee enquired as to how did they 
keep the record of number of wagons and the quantity received, the Manag-
in~ Director. DSP stated in evidence :-

"There arc two thinl/i. One is that weighing of coal is done before 
charging. It is true that we have weighing macbines. But this charg-
ing machine goes off very often. So tbe break-down occurs more. 
Now, we are trying to come out of this difficulty. We have already 
tliken action. One of our sister plants has done this. Very shortly this 
problem will be completely eliminated when we will be in a position 
to run all the weighing machines. But at that time we cannot keep 
Our oven empty. The second point is that we weigh coal that we get 
from the Railways. We do not have a in-motion wCiJthbridge which 
can take care of quick weighin~ of al] the wagons. This has now 
been taken in hand. Alreadv a decision has been taken at the corpo-
rate level 'and that all the plants should have that facility. Today we 
check it on a percentage basis. We check up a few wa~ns. We 
check up with R/R that we get from the Railways. So, there might 
be sometimes some deviation. The lar~r problem is in keepinp; or 
recordin~ the riJdlt amount of coal that is being supplied and received 
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...... Coal is weighed at loading point ...... But when we get at 
our eoo, we do not have an exchange yard separately, so that we 
can keep the wagons waitinlt and then weigh. It is true that we have 
oot been able to weigh all the wagons or the required number of 
wagons. But there are problems sometimes due to more bunching of 
rakes or the quantity is less, or may be we are not able to spare the 
locomotives. Lot of shuntinJ!; works have to be done. This problem 
can be taken care of it as it crosses over the weiJlhinj.t hrid~e. it is 
weiihcd automatically. We arc taldo~ steps for lhis." 

3.19 The Committee were also informed that the weigh-bridges provided 
were of mechanical type for which wa~ons were to he stabled singly on the 
platform for weighment. Action had been taken to replace two of the exist-
ing weigh-bridges by electronic 'in motion' weighment facilities. Moreover. 
contract with Coal India Ltd. stipulated that payment was to be made as 
per R/R weight. For wagon weighed at 10adinJ!; point R/R was as per actual 
r.veidunent. For wagon not weighed at loading point R/R was as per charge 
weight (carrying capaeity+2 tonnes). However, for such deductions were 
made from CIL's bills on the basis of joint sample measurement of wagons 
by representatives of Centra] Coal Supply Organisation. SAIL. Dhanbad and 
Coal India Ltd. at the loading points. 

3.20 In reJ!ard to shortage of raw coal in wagons. the Deptlrtment of 
Steel in a note stated that it had been reported that wagons loaded with raw 
coal comin~ from the Dhanbad area were found to contain less materia] at 
the destination-the Ourgapur Steel Elant. It had been reported that such 
shorta~s were due to pilferage of material on its way to the destination. 
This matter had been taken up with the Railway authorities and with Coal 
India Ltd. 

3.21 The Committee also enquired about t:he reasons for huge short8~es 
of finished and semi-finished products to the e"tent of R.'I. 6.17 crores. 
Rs. 5.10 crores and Rs. 6.75 crores, during the years 1979-80. 1980-81 
and 1981-82 respectively. In reply, the DSP. in a note have stated that in 
the area of finished and semi-finished products in an inte/:!fated Steel Plant. 
some excesses and shortages are inbuilt in the process for the reasons as 
cxplaint'd below :-

( u) Production is estimated on the basis of sectional weiWlt or some 
suitable formulae ali r.veighment in an operatin~ condition is 
hardly possible. 

(b) Despatches are accounted for on the basis of actual wei~ht with 
regard to certain products and on the basi!' of sectimaJ weight 
in case of other products. 

(c) Stock verification is again on estimated basi, (Sectiun wei,2ht 
or volumetrk measurement). 

3.22 When asked whether the reasons for huge );horlages had been 
investigated. DSP stated that the Standing Committee constituted by the 
Managing Director to investigate into causeS' of the shortages had concluded 
as fonows :-

(a) Estimation in area of productioo as well as stock verification. 
(b) Mh:-up of the products particularly in coke and coke fractjons. 
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(c) Whil~ despatching, the wagons were not tare-weighed. It 'Nas 
possible that some of these wagons had a weight less than the 
declared tare weight printed on the wagon, resulting in de..spatch 
of quantity in excess to the quantity booked leading to short-
ages. 

3.23 As relr<lrds the net shortage during 1982-83. it was stated to be 
Rs. 3.88 crores and that was still to be investigated. 

3.24 On the question of weighment of tare weight of wagons, the Com-
mittee enquired whether the present practice was ~atisfactory and what were 
the difficulties in weighing the wagons especially those used for despatchinl! 
of the finished goods. The Secretary. Department of Steel in evidence 
stated 

"So far as despatch of finished and semi-finished products is con-
cerned, a proposal has already been made to the Railways for the 
measurement of the entire weight of wa~s. 'This is being pursued 
...... the key to this is weighment of the em'pty wagons before it 
is filled-which is called the tare weight ...... The point is that this 
is not possible unless you weigh the empty wagon the normal prac-
tics in the railways is that they have a tare weight, but this not 
checked. What we have proposed to the Railway is that we ar~ prc-
pared to check the tare weight of every empty wagon on our own 
machines and we want their certificates after that. And also for 
desp'atch on line weighment ilS being done and nece!>'Sary weighhridges 
are being installed." 

3.25 The Committee find that in spite of very low capacity utilisa-
tion, the plant was carrying large inventories which amounted to Rs. 225.67 
crores at tbe end of the year 1982·83. There was heavy accumulation. 
particularly, of finished and semi·finisbed goods whicb were of the order 
Df Rs. 126.20 crores and were equivalent to more than six months sale in 
1982.83. On the other band. sizeable impot1!s of iron and steel product<; 
bad taken place during 1981·82 8Jld 1982·83 to meet the projected demand 
nohich did not materialise aDd SAIL was carryina stock 01 imported steel 
valued at about Rs. 46.2 crores as on 1·4·83. The Committee regret to 
note tllat there bave been efficiencies in plaDDing of Imports and domestic 
production. The Secretary of the Ministry was frank e.ougb to admit 
that the marketing organisadon of SAIL has to be more dynamic and mucb 
closer to the customen to 8!I!leSS correctly the changes in demand pattern 
and to cbange the marketing and production strategy accordb,,~ly. The 
existing co-ordlnation between steel production and Imports al80 needed 
a lot of improvement. 1be Committee hope that at least In future then 
would be better planning of imports ad domestic production of steel keep. 
fng In view not only the total confirmed demand but the patterm of con· 
sumption also. 

3.26 The Committee have been illformed that there has now been 
8 reduction in the exmmng stocks which have gone down from 2.90 lakbs 
tonnes on 1st April to 2.10 lakh tonnes on lst August, 1983. This is a 
step in the ri~ht direction. They would emphasise the need for constant 
review of the stock position to reduce the stocks to the minimum to save 
thr lIune('e~s8ry locldn~ up of funds and the heav~' inventory carryinlE cost!l. 

3.27 Not only was the plant havin~ bUlEe stock of finisbed products 
bllt that of ~tores and spares also. The total value of stores and spares 
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was equivalent to about 20 months cODSumption which needs to be broqht 
down. Stores worth about as. 31.14 crores had not moved for more than 
two years. Tbe Committee desire that elective steps be ~en to dispose 
of surplus items of stores expeditiously. 

3.28 The physical verification of raw materials and finisbed stocks 
has revealed heavy sbortages. In tbe case of raw materials there were 
abnormal sbortages of the order of Rs. 2.12 crores during tbe last S years. 
This was in addition to tbe I.Shortages of the value of Rs. 6.02 crores during 
the last S years which were considered normal by the plant management. 
Test check of certain wagons of raw coal disclosed shortages ranging from 
8 % to 11 %. Admittedly there bave been pilferages of materials in transit. 
However, os the weigbment of incoming wagons was on test check basis 
and accountal thereof was made on the basis of weight indicated in the 
Railway receipt, it was not possible to ascertain the transit losses and to 
lodge tbe claims on the Railways. 

3.29 Not only there were shortages in raw materials, heavy net short-
ages to the extent of Rs. 10.21 crores were also found in tbe case of 
finished aud 'semi-finished goods during tbe last S years. The shortages 
ill finislied stocks had also arisen inter alia on account of the fact that 
while despatching goods the wagons were not tare-weighed. The possi-
bility of some of, these wagons having weight lesser than the declared tare 
weight and consequential despatch of goods in exeess of the quantity booked 
could not be ruled out. Tbe Committee take a serious view of beavy 
shortages noticed both ill tbe case of raw materials as well as finisbed and 
semi-finished stocks resulting in on an average a loss of Rs. l.S crores per 
annum besidelS the nonnal handling losses of Rs. t.2 crores in raw materials. 
The desire that tbe shortage be investigated. 

3.30 The Committee are dismayed at the !SDIT)' state of alairs in 
Durgapur Steel Plant in the matter of phvsical verification of stocks of raw 
materials, spares, semi-61llshed and finished goods. The verification is 
based o. rough estimation and approximation. There is no fool-proof 
system of welgbment of wagons, raw materials and finished items. The 
"hole system leaves room for loopholes and piHerages. Various excuses 
for shortages are given. For example, it Is stated that cbarglng machines 
go off very often, resulting in breakdowns, there are erron!! .. BSl!les8ment 
of consumption and even in stock verification, there are only test cbecks 
of wagons, tare weigbt of wagons is not checked, and so 011. The Com-
mittee recolJlmend that the Government give serious consideration to thi'! 
problem and devise ways and means to develop fool-proof system of weixb-
ment of raw materlats and finished goods so that losses resulting from 
inaccurate weigbment and thereby wl'Ol1R costnK are eliminated. 



CHAPT£R IV 

RAIL TRANSPORT 

4.1. The table helow indicates the number of wagons received from the 
Railways, the numbec utilised, the number returned without loadmg Ilnd the 
demurrage paid on accoont of detention hey<,md rree time during 11)'711-79 
to 1982-83 : 

Year~ 

(Figures in terms of four wheelers) 
._., " -- .---~ _ .. 
No. or WaJOns Wagons 

wagons despatched rcturned 
received with without 
(b~th finish~d tOl-ding 
loaded products 
and empty) 

(Numher in lakhs) 

.'--.' .--~-

Demurragc Total 
paid for demurrage 
wa,tlns paidJRs. 
returned in lakhs) 
without 
loadinp: 
(Rs. in 
lakhs) 

----------------------------------------197879 2·48 0·48 2'04 148·81 202·80 
1979-80 2 -43 0'38 2·06 192·74 249·79 
1983-81 2 ·19 0'39 1 ·80 184 '11 251 '27' 
I ~81-82 2'51 0'50 2'02 247·48 350 ·01 
I } !2·~3 2·48 O· ~2 2·06 285·57 382·78 

Total 1058 ·71 1436 ·65 . 

4.2 According to audit, a major portion of the demurrage paid was in 
respect of wagons returned without loading. The Committee desired to 
know the reasons for heavy demurrage of Rs. 10.59 crores paid during the 
years 1978-83 on wagons returned without loading. The OSP in a note 
furnished after evidence have stated that demurrage paid foc wagons returned 
empty was due to excess time beyond free time required for emptying the 
loaded W8JlO11.... Wagons ceturned empty are broadly classified in the two 
catepies : 

(i) Loaded wagons received by the plant, which cannot be back-
loaded because plant products cannot be loaded in such type of 
wagons, like CRT, KO, BOBS, BOBX. 

(il) Loaded wagons received by the plant which cannot be back-
loaded because the. number of loaded wagons received is far in 
excess of the empties required by the plant for despatch of its 
products. Wagon'i of this type are mostly BOX wagons. 

4.3 Wa~ like BFR. BRH, KC, which are received on requisition for 
loading ate not returned empty except in case of defectives or receipt of 
wagons in excess of demand. In such cases demurrage is not paid. As 
re21U'ds demurra~e rate, the DSP added that the demurrage paid over tbe 
years has ~adua11y increased particularly because of the change in the 
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demurrage rate. Change in the demurrage rate over the years is as 
under :-

O~murragc ral'!. ralc J'lCr (.-quivalcnl four wh(.'Ckr 1X't day Wit h e treet "rflm 

R~. \()·oo 
R\. 50 ,()O 
R~. 7'),00 
Ik 120'00 

Sinee 1964 
1-5-1973 
5-9-1979 
12·2·1981 

4.4 Accordina to DSP, it was due to increase in the demurrage rate from 
Rs. 75/- to Rs. 120/- that an extra demurrage of Rs. 136.1 and Rs. 148.8 
lakhs in 1981-82 and 1982-83 respectively from the previous level had to 
be paid. Increase in the demurrage rate has accounted for an excess demur-
rage payment of 41.7%. 

4.5 In this connection, the Committcc desired to know as to what were 
the various operational factors attributable to delays in movement of wagoJ)s. 
In reply, the Department of Steel in a note have stated that the various 
.operational factors that are attributed to the delays in movement of wagons 
.are·as under : 

. (i) The lay. out does not permit free Dow Of traffic both for in-
coming and outgoing wagons. Unlike other steel plants, the 
entire traffic of DSP. ASP and Stockyards have to be inter-
changed in sinale Railway Exchange Yard and the entire trans-
action have to be done 011 two railway tracks, one for incoming 
trains and the other for oUtaoing trains. Absence of marshaU-
ing yard/sorting yard/stabling lines force many cross movement 
which results in detention of wagons. 

(ii) In case of emptyin~ wagons loaded with raw materials and 
other materials detention of wa~ns is caused because of-
(a) erratic receipt pattern of group-wise coal forcin~ holding 

up of wagons due to absence of storage facility. Receipt 
of coal in non-st.andard wagons needs manual unloading 
and consequently detention of non-standard wagons; 

(b) Receipt of iron ore in BOBX from the South Eastern 
Railways for shortage of BOX wagons. Many BOBX 
wa~ns cannot he directly unloaded on Blast Furnace 
hi~hline due to defective doors and they are requiTed to 
be tippled at the tipplers, although tipplers are not designed 
to handle such wagons. This not only reduces the rate of 
unloadint!; but also causes vibration on the tippling ·plat-
form and spillage of material on the tippler beam. More-
over, thesc_ wa~ons cannot be placed on the tippler plat-
for!" by ~etlc char,l!cr and need to he handled by loco. 
This reqUIres removal of beetle char/!er and a~n place-
ment of the same while tipplin~ BOX wngom. This 
causes further waiUn~ of the BOX \va~fI. 

(c) BOBS and KO wagons are unloaded on highlinc. Since 
there is only one dead-end track on the high line, deten-
tion of thelle wagons is caused. The sundry raw materials 
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for Blaltt Furnace and Steel Melting Shop like Manganese 
Ore, high grade limestone, BHQ Bauxite ore, dolo chips, 
high grade iron ore etc. are required to be manually un-
loaded on the ground. Receipt of these materials in block 
rake cause detention of wagons. 
The existing siding capacity does not permit handlin.,g of 
rake of 75 tank wagons, which has been introduced by 
Railways in place of 55 to 60 tank lvagons. Also the-
storage capacity provided is to suit only the present 
monthly consumptkm. So. handling of rake of 75 tank 
wagons therefore, causes detention. The problem gets 
accentuated due to defcctive valve fittings on Tank wagons. 

(e) Detention is also caused due to bunching of wa~ons with 
same materials being received in bunched condItion and 
also due to receipt of trains with mixed materials and 
different types of materials. 

(f) Break down of the handling equipment (namely, tipplers 
and the conveyor series) of the plant causes detention of 
loaded wagons particularly BOX and KC wagons. 

(g) Oversize foreign materials or even coal boulders received 
in wagons as also slushy ores and coal cause breakdowns 
of the tipplers and conveying system. • 

4.6 Besides operational factors, the other reasons for extra detention of 
wagons over the permissible detention time 'were stated to be as follows :-

"In the case of loading of wagons with plant's product, detention is 
mainly caused because of the following reasons : 

(a) IncomingBFR rakes involved heavy sorting due to high per-
centage of defectives and less number of BFRs being complete 
with sjJ1nchion rods for loading section Mill products. 

(b) Railways insist to send outgoing traffic in Block rakes. But the 
pattern of receipt of empty KC/BFR causes holding up of 
loaded part rake for two to three days. Moreover, the per-
centage of unfit KC wagons is as high as 35% causing sorting 
and shunting of wagons for selective loading. 

(c) Railways have introduced a concept of loading BRH wagons 
only in Sherpa rake for sins;e point of prescribed via since Janu-
ary 1982. All BRH wagons not being fit for loading all types 
of products, rake formation is to be completed from piecemeal 
supply of fit wagons. Tltis causes detention of partly loaded 
rake. Also empties are not always allocated in Sherpa rakes 
but despatch is to be made in rakes only. This needs com-
pletion of rakes from piecemeal supply of BRH wagoris, which 
causes detention." 

4.7 The Committee desired to know the remedial measures taken to 
control operational factors responsible for delays in movement of wa~s. 
The DSP In a note furnished after evidence stated that continuous efforts 
were being made to reduce detentioo of wagons. About 65% to 70% 
of the waaons handled by the Plant are BOX wagons. It had been possible 
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to reduce the average detention hours of these wagons in 1982-83 com-
pared to the previous two years as could be seen from the table given 
below :-__ ._1 _______________________ .- _____ ----------
Type of Wagon Permissible 

detention time 
Per wagon hrs. 

Average Excess time taken PCI' W!lgol~ hours 

198081 1981-82 1982·~3 

BOX ES 27 

LD 51 

NOTE: (i) ES=Empties. 
LD = Loaded 

33'4 
(45982) 

93 ·2 
(7836) 

50'0 
(542811) 

137'4 
(9752) 

20·7 
(63314) 

79·5 

(ii) Figure, in the bracket are lhe No. of Wagons. 

4.8 II~spite of the improvements which are stated to have laken place. 
the demurrage had to be paid for approximately 3 lakh days in terms of 
4 wheelers in 1982-83 . 

.... 9 It was further stated in the note of DSP that action was in progress 
for extension of the railways tracks as well as provision of an additional 
storage tank to accommodate handling of rake size of i5 tank wagons. 
During refurbishing/modernisation it had been envisaged to provide sorting 
yard/stabling lines for easing the constraints of traffic movement. To 
reduce the down time of tippling equipment scheduled preventive mainte-
nance was being regularly carried out. 

4.10 According to Audit Report, selective control was being adopted 
to reduce the detention time of wagons in the plant, as per the report of In-
dustrial Engineering Study. Asked from when was the selectIve control 
adopted and with what results, the DSP in another note stated that the selec-
tive control for reducing detention of wagons was introduced in the year 
1975. The control method had been useful for analysing and identifying the 
areas of detention as wen as identifying the individual wagons detamed be-
yond free time for the purpose of taking corrective action. The method bad 
been applied mainly for BOX and four wheeler wagons which account for 
about 75% of the total cbnurra.ge paid. However, the full benefits could 
not be accrued because of the basic limitations for handling of wagons on 
acoouht of various factors, mentioned .wlier. 

".11 The Committee desired to know 85 to how did the demurrage 
chatFt paid by Durgapur Steel Plant compared with other Steel Plants. 
The Secretary, Department of Steel in evi.cience furnished the following data 
in this reprd for the year 1982-83 :-

OSP 

Botan> 

llourtela 

'-10 LSS!S4 

Rs. 3 '83 crores 

Rs. 2 -fi7 crorC'l' 

Rs. 3 -97 crores 

R.~. 0·80 crores. ------------. -- _ .. __ ._--- .... -
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4.12 I n this connection, the Committee wanted to know the measQres 
proposed to be taken to minimi~e demurrage charaes which affects the 
profitability of the Plant. In reply, the Secretary, Department. of Steel 
stated in evidence ;-

"Some' aClidll ha; b.:en taken ill regard to reducing the demutTage. 
One ;;I .. ~a hl~re has bet'll coal wagons containing a great deo;!1 of stonc. 
Thi~ ho:d:. up discharge of wagons and also the conveyor be:t breaks 
down. J l ha'> 1I0W b~_ n decided that at the coalmine itself our 
inspectors will work three shifts. Every wagon will be checked and 
wagon, containing too mUl.:h or stone will not be allowed to move 
into the Plant. Ano:her point is wagons containing refractories. 
We arc looking at the poss'ibility of getting smalls, not rake-load, or 
of even moving the refractories by road in the quantities required 
because these are small quantities required from time to time. The 
third is, th~' type of railway lines we have, itself creates problems. 
In the Steel Plant we have got exchange yards which excha'nge traffic. 
We are doing two things in Durgapur. Om: is a wagon control 
system at a cost d about Rs. 30 lakhs. This will prevent hold-up of 
wagom within the plant. Then, rationalisation of internal. yards at 
a co!>"! of Rs. 4 crores. This also is designed to prevent hold-up of 
wagons and, therefore, avoiding incurring of demurra~." 

4.13 I n regard to stones coming in the coal which damages the equip-
ments ctc., the Committee enquired whether there was any pen~1 clau~e in 
this regard in the contract with Coal India. The witness stated in 
evidence :--

"The Chairman. Coal India as well as Secretary, Coal have agreed 
that this clause should be introduced into the contracts and theSe 
arc right now being pursued. They have agreed that there should 
be a pnl>Cr contractual clause in regard to quality and quantitv of 
coal with both penalty and bonl1ses." 

4.14 Sum;equently, in a note. the Department of Steel enumerated the 
following steps .which were being taken hy them to reduce demurrage :; . 

( 1) The stabling and sorting facility inside the plant is inadequa.te 
to handle the larJ?;er rakes introduced by Railways. This pro~ 
blem has become more acute on account of mixed rakesreoeW· 
cd from the Railways whieh requin: sorting out at pJant end. 
The Piant has taken up a project to augment the stabliIll aftd 
sortin)! yard to ensure speedy disposal of wagons. 

(2) Eight high horse power locomotives have been procured' and 
comm~ssioned for handling the heavier block rakes of inCOllling 
muterial 'aDd outgoing materials. Three more high horse ~r 
locomotives arc under procutement. • 

(3) E1ectronic on-line weigh bridges' capable of weighing wagons 
while in motion. are being considered for installation under the 
refurbishing programme. 

( 4) The feasibility of making arrangement for receiving refractory 
materials by road in pJoace of the existing practice of receipt 
hy rail tra·nsport which ~ive!i rise to wagon detention. is being 
examined by the Plant. 
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(5) Continuous efforts arc being made to obtain from the Railways 
appropriate wagons for picl:emeal movement as per the plant'S' 
requirement. 

4.15 When asked whether the matter of allotment/movement of wag,ms 
was ever discussed with the Railways. the Department of Steel stated in a 
note that for wagon allotment/movement there· bad been a system und..:r 
which these aspects were IPcriodically reviewed and monitored. In the case 
of coal, a ll10mhly meeting was' held at the level of Coal Controller with 
all the other concerned agencies ill whieh the receipt pattern and alloJmcnt 
of wagon was decided on a daily basis. As regards other raw matcrtals. 
CBT (Central Board of Transport) mc~ting were taken every quarter at tl~ 
level of the IroJl and Steel Controller in which the planning of the whole 
quarter with reference to the tonnage of the raw materials vis-a-vis the 
wagon allotment was done. The requirement of empty wagons fur desp~lLch 
of finished products from the plant was also fhraliscd with Chief Fr .:!ight 
Traffic Superintendent (I & S), South Eastern Railway in a monthly mec~ ing 
which was held 011 7th/8th of evcry month. At the plant kvcl a monthly 
meeting on intraslructural facilities was takcn by the Managing Dir':i:(OI' 
alongwith all concerned agencies. 

4.16 The Committee take a serious view of the heavy demurrage 
·charges paid by tbe Plut. The tofal amoUnt paid as demurrage charges 
during tbe last S years amounted to Rs. 14.37 crores, that is on an neraxe 
about Rs. 3 crores per annum on account of detention of wagons heYOfId 
free time allowed by the Railways. Such long detention of wagons resultin~ 
in heavy demurraRes charges can by no means he considered ItS reasollable. 
A major factor attributed to this has been operational delays like-breal!.-
down of the handling equipment, deficiencies in lay-out of the exchange ~ ard 
and insufficient storage-capacity. Keeping in view tbe heavy damurr~e 
('barges paid year after year it was expected of the management to tab 
~lfective steps to remove the various operational deficiendes. The Com-
mittee would like to know whv this was not done all these yea.".,. The 
Committee bave been infermed" that the Department (d Steel and Manaze-
ment of tbe Plant now propose to take up some schemes and project . ., of 
expansion, modernisation. and installation of certain devices in the lards 
with a view to achieve quicker mo\'ellft!nt of wagons 8IId reduce demurr~es. 
They urge the authorities concerned and especially the Department or steel 
not only to finialse tbese schemes and plans wtthout delay but also see that 
they lire implemented at the earliest. 

4.17 The Committee would also like to stress the need for "tric 
watch over the prnentin maintenance of the handlin~ equipment as Ill" 
schedule to DI;nimi~ their break-down. 

4.18 Runcbing of wagons and receipt of defective wagons are It'~() 
stated to laan contributed to delays In loading ,nd. unloading of wa~ons. 
The Dlatter shoald be examined In detail witb the Rallwa~ to ensure nro; .. 
regulated flow of wa~ons to and from l>arppar Steel Plant. Other suit-
able meac;ofts should also he eYeI"cd to ml.lmI!It! the demurr~e cbar,res 
on tbl!! account. . 



CHAPTER V 

FINANCIAL MANAGEMENT 

A. Costillg System and analysis of cost 

5.1 The operations in different units of the Durgapur Steel Plant widely 
difter froID one another. As a result, process costing is followed in the 
case of manufacture of iron and steel and by-product costing in by-product 
plants. 

5.2 A comparison of actual cost with the estimated co~t every year 
indicated that in a number of cases, actual cost was higher than the esti-
mated cost. This was attributed by the Management to shortfall in pro-
duction and increase in the cost of raw material and services. 

Cost Vs. Selling Price 

5.3 The Government had decided to discontinue the regime of adminis-
tered prices for iron and steel items with effect from 1/2 April, 82. The 
Government had also decided that the prices of Pig Iron and all categories 
of steel includin& bars, rods and semis, the prices of which were allowed 
to be fixed by main producers in February, 1981, woulg be determined by 
Joint Plan Committee. Iron & Steel Controller as the Chairman of Joint 
Plant Committee monitored the pricing structure and the Government kept 
a wachful eye on the prices that were fixed by the Joint P~ant Committee. 

5.4 The Committee observed from the details in regard to the average 
net ex-works selling prices per tonne of finished products as a percl!ntage 
to the cost of production of the relevant years that the selling prices were 
less than the cost of production in respect of all the products durihg 1970-
71 to 1982-83 except in regard to sleeper, joists, angles and rounds in 
1976-77, aDf1es and rounds in 1978-79 and slab (blooming mlll), billet 
and rounds 10 1981-82. The Committee enquired about the steps taken 
or were proposed to be taken by the management to control the actual 
cost of production of various products. In reply, DSP in a note furnished 
after evidence have stated that the cost of production depends upon the-

(a) level of production; 
(b) conformatioh to the techno-economic par~meters. 

5.5 The constraints in achieving the techno-economic parameters mostly 
arise on account of gradual deterioration in the quality of the input mate-
rials parti(;ularly coal, iron ore etc. The deterioration in the quality of coal 
has, to a certam extent, been recently taken care of by intensification of 
activities in the Wll5heries and the ash drop has been broupt to the level 
of around 6% from a level of 3% to 4%. Coke rate, one of the most 
important tecbno-economic parameters has been brought down from the 
Ic\'elof 1017 kp. during '80-81 to 957 kgs. in '81-82 and 901 legs. in '82-
83. The other major factor affecting the cost of productioJ,l is the use of 
costly furnace oil in the Steel Meltinll Shop due to non-availability of gas 
because of poor health of the batteries and lower Volatile Matter'in the 
coal charged. The rebuilding of the coke oven batteries are being taken up 
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in a planned manner and this together with the facilities provided in the 
refurbishing scheme i'n the coke ovens is likely to improve the gas balance. 
This should reduce the consumption of furnace oil in Steel Melting Shop. 
The general health of the plant and equipment is alslo Jikely to improve 
thereby reducing the operational cost. 

5.6 Another important factor contributing to increased cost of produc-
tion io Durgapur Steel Plant is the high consumption of ~ergy. 

5.7 In reply to a question, the Secretary of the Ministry stated in 
evidence: 

"We do find that these open hearths are very expensive. Because 
of very high energy cost, the cost of operatin~ open hearth fur-
naces is very high." 

5.8 Asked about the energy consumption of DurgaptlT Steel Plant as 
compared' to other steel plants, the Secretary, Department of Steel in 
evidence stated :-

"The specific energy conswnption per tonne of ingot steel in Bhilai 
is 6.7 to 7.07 million kilo-calories per tonne. In Durgapur it goes 
from 8.4 to as high as 9.9. In Bokato it vari~ from 6.4 to 7.3. 
Regarding Energy Consumption. a study has been done by our 
R&D Department to see how energy consumption can be reduced 
considerably, in comparison with what is done in some other parts 
of the world." 

5.9 DSP have further stated in their note that certain increases in the 
cost of production 00 account of the increases in the input prices of mate-
rials/services, etc. are unavoidable. Such increases in the cott should in 
the normal course be compensated by the increases in the steel prices. In 
the past prices for certain items were kept specifically low on national con-
!.iderations by the Government. Even in situations where the price in-
creases have been allowed, this had been from a prospective date and The 
steel plants were not compensated for the escalations for the earlier period. 
While the Government had decided from 1-4-82 to delegate authority for 
price fixation to the Joint Plant Committee, headed by Iron & Sleel Con-
troller, but this had happened at the time when market was sluggish. 
Therefore, it has not been possible to fully compensate the increase in COIit 
of inputs by adequate increase in the prices of steel. 

B. Profitability Analysis 

5.10 The Plant has incurred losses since inception except in 1963-64, 
1965-66, 1978-79 and 198 J -82. The cumulative loss upto the end of the 
year 1982 amounted to Rs. 308.22 crores. These represented about 71 
per cent of the total investment of Rs. 434.72 crores. The Plant incurreU 
the highest ever loss of Rs. 44.23 crores in 1982-83. 

5.11 The Committee enquired about the reasons for heavy Josses by 
the Plant inspite of several increases in prices of steel products the D.S.P. 
explained i'n a note that the average increase in cost in 1982-83 over J 981· 
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8,z and the net realisation due to increase in prices of steel products is 
indicated below which will give an idea of additional cost and realisation : 

.-:-- .---------------.--- .~--.---.. ------~-------------
Average incera<e 
in 1982-83 apd 

1981-82 

(%) 
(i) N~t r.!:llisation on Steel products 6 
(ii) Raw Material co~t 24 
(iii) Manpower cost 15 
(iv) Cost of Electrical Power 16 
(v) Co<;t of external fuel/furnace oil 9 

5.12 In absolute amount cost increases to the extent of Rs. 24.6 crores 
during 1982-83 are uncompensated by the increase· in the selling pricl!!.. 
The increase in the cost due to e5Calation in prices specially of raw mate-
rials, power an9 fuel and due to use of imported coal was Rs. 47.2 crorcs. 
While additional realisation on account of the price increases on 2-4-1982 
and 23-10-1982 was Rs. 22.6 crores. Further, there was increase in the' 
interest on borrowed funds by Rs. 20.4 crores due to higher overdraft 
utilisatio!l by SAIL on account of the accumulation of the stocks of saleable 
steel for SAIL as a whole and the repayment of Government loans to the 
extent of ~s. 130 crores without corresponding generation of the internal 
rewurces. 

5.13 In this connection, the Chairman, SAIL, also stated in evidence 
thal, "there is an intrinsic shortcoming as far as Durppur's product mix 
is c.oncemcd, Even in the project report, product-mix is envisaged to be 
~lbjrd, s~Jllis. ,Wt; could" perhi!.ps incr~se the margin by providing addi-
twnal, I fu},~hLDg mIll:; for rolliI)g the semIs. One of the areas where there 
has beeri some accumUlation has bec::n se~is." In: this connection, the Com-
mittee . desired to know tbe Miitis.!ry'~ assessment in. this regard and tho 
reasons for not taking timely me,asures for product diversification to make 
tlle unit economically viable. In reply, the Secretary, Department of Steel 
i'n evidence st8tted : ' 

"This is part of the analysis which is being carried out right now 
by the Task Force." 

5.14 The Committee e~.uired as to wbat ~re the profi.t~bility projec-
tions made at the time of setting up of the plant and its subsequeut expan .. · 
sien. The Chairman, SAIL in eVIdence stated :-

"The detailed project report for both. 1. MT and 1.6 MT expansion' 
did not contain any chapter on profitability projection. However, 
the profitability analysis of both the stages was m!lde by the Central 
Engineerin~ and Design Bureau (now MECON) which was part of 
Hindustan Steel and was considered by the Board of Directors in 
their meeting on 24th June, 1963 in which the revised project esti-
mates fOr 1.6 MT expansion of Durgapur Steel Plant were approved. 
The projections considered at the time before expansion and after 
expansion are in croces of rupees. Surplus before depreciation and 
interest 11.88 before expansion and 19.88 after expansion; depre .. 
cialion-9.9S before. expansion and 13.45 after e~pansion, interest-
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5.53 before expansion and 7.43 after expansion; net loss-3.6 be-
fore expansion and Rs. 1 crore after expansion; return o'll capital-
nil (both before expansion as well as af~cr expan~ion). This was 
worked out at 1 oo~i capacity utilisation of 1.6 I\f Tplant of Durga-
pur Stcc[ and fulfilling all projected technological performance 
norm·s." 

5.15 In this connection. the Committee enquirC'd as ;(1 whether the 
setting up of the original plant and its subsequent l'x~allsi(ln was sanc-
tioned by Government without any economic viahility analysis and what 
was the position in this regard for Bhilai and Rourkela Sleel P;un:s. Th-: 
Department of Steel in a 'llote stated that the setting up of three steel plants 
of 1 million tonnes annual ingot capacity each in the public sector was 
envisaged in th.: Second Five Year Pia'll (1956-61) in conformity with the 
priority given in the Plan for rapid industrialisation with particular emphasi~ 
on the deve:opmcnt of basic and heavy industries. A detaikd Projc.::t 
Report for the Durgapur Steel Plant was prepared hy the British Sted 
Mission in 1955. The DPR for setting up of the Rourkela Steel Plant was 
submitted by Indian-Gemeischaft of West Germany in October/November, 
1955 and in respect of Bhilai Steel Plant the DPR was prepared by Soviet 
organisations in December, 1955 in pursuance of an agreement between the 
Government of USSR and Government of India. None of these DRPs made 
any detailed study of profitability of the plants. The Project Reports for 
expansion of Durgapur Steel Plant to 1.6 MT capacity Rourkela Steel Plant 
to 1.8 MT capacity and Bhilai Steel PIa'llt to 2.5 MT capacity were prepared 
by the erstwhile Central Engineering & Design Bureau (CEDB) under the 
HSL. In these reports while capital cost estimates and production cost esti-
mates were given. profitability analysis were not included. The decisions to 
set up the three !;teel plants and subsequently f1,0 m for their expansion were 
taken during the Second and Third Five Year Plans when the emphasis was 
on stmgthC'lling the infrastructural base of the economy. A very high 
priority was therefore, accorded to the iron and steel industry; a'nd profi-
tability could not have been the overridinJ!: considerafion in the establish-
ments/expansion of the steel plant. 

5.16 When enquired as to why there had been no improvement in pro-
fitability of the plant despite spending Rs. 181.47 crores besides Rs. 68.38 
crores spent on expansion of the project, the Secretary. D('plIrtmt'nt of Steel 
in evidence stated : 

"I will he very frank. The investment that we hl1ve made so far--or 
some of the investments that have bee'n made, are in a sense a. 
rescue (lperation which if it had not been made. the- position would 
have heen worse. How much worse. I am not able to Quantitatively 
S8\,. el!:ceot in a Qualitative way. and J would !'av Ih;lt if this invest-
ment bad not been made. the production would not have been even 
O.R million now." 

5.17 The Government has ureed. in prineipk for an exoendltun .. of 
RH. 236 crores in phases for replacement/modification and refurbishilliz of 
et}Uipment and facilities. With the belp of their Consultant. MECON. the 
areas of rehabilitation/refurbishing have already bee'n identified and for 
some of the itcm~ they are in advanced stullC of orocessin(f before placement 
of C'rders for fi'1:11 execution of the work. The Comoanv had also drawn up 
a Modernisation plan invotvinJ! an investment of Rs. 1550 crOTes. 
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5,18 The Committee enquired about the profitability projections after 
implementation of the refurbisinJl; plan. The Managing Director, DSP stated 
in evidence that the scheme r.vauld only allow them to maintain the present 
rate of production, As per the Report of the BSC(OS) with the present 
condition they could achieve 1.15 million tonnes of ingot steel. But the mana-
,Qement should immediately take up refurbushinJl; scheme so that it did not 
slide down further. Any surplus or margin would be possible only after 
implementation of modernisation scheme. 

5.19 The Committee enquired about the anticipated profitability of the 
plant after implementation of the modernisation plan. They were informed 
that their proposal for investment of about Rs. 650 crores for stage I would 
give a margin of Rs. 155 million before interest and for Stage 1I after addi-
tional expenditure of about Rs. 900 crores the margin was expected to be 
Rs. 348 million before interest. As per the approach note prepared by 
SAIL and MECON in May 1983, the profitability of the plant has been 
projected on a single year basis on 90% capacity utilisation which reveals 
that Return on Capital employed before interest and tax for Stage I would 
be 1.2% where in Stage Il this would work out to 1.5lfc,. 

5.20 Asked whether utilisation of capacity up to 9th" was a ri.!alistic 
aSlSessment, the Chairman, SAIL in evide/nce submitted: 

"On Ihl' busis of pa~t performance in Durgapur certainly 90% 
appears to be unrealistic. But ·jf you see the steel plants' achivement& 
otherwise, saleable stec\ in Bhilai ha!) been comistently 94 to 95%. 
In Rourkc1a Steel Plant, in a year when power W~l" ,I\'ail,lhle it had 
been 89% and last year when there was power shortage, it did 80% 
in terms of saleable steel. Bokaro has already touched upto 80% 
and it will reach 90% capacity after the expansion. So, considering 
the other steel plants, when this plant also becomes a modernised 
new plant, we fccl that 90% should be possible. 

5,21 In this connection, the Secretary, Department of Stld stated in 
evidence :-

"SAl L has made a proposal costing Rs. 1,550 erorcs for moderni-
sation, This modemisatioh proposal itself cossists of a large number 
of sel!ment'S. Therefore, these segments have been put together and 
add upto Rs. 1,550 crores. But it is not as jf all these ~ehemes arc 
intcr-dependent, because a certain degree of segregation is indeed 
possihle. We have had problems in Durgapur. Since a very lar~ 
scale of investment is involved, we have set up a task .force to go 
into each particular assumption very carefully sO that the kind of 
difficulties that have arisen in the past do not rccur in the future. 
Then the viability calculations have to be done for each segment of 
the scheme to see what is the profitable way of overcomin~ the prob-
lems which have arisen and which we may have faced in DSP. The 
viability includes cash flows, discounting, finance. sensitivity studies 
etc, This refurbishing in a sense should be looked at in that context. 
Nevertheless, a significant part of the refurbishing programme is in 
fact to overcome what ought to have been done earlier ill respect of 
maintenilnce. There is lot of maintenance which ha~ to be attended 
to ur,Qently. This does not mean that maintenance npcnditurc hafi 
not been incurred. Everv year we arc incurring main!cnance expen-
diture of approximately Rs. 30 crores. But there arc some very 
major maintenance works, which have to be undertaken, in order to 
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ensure that the equipment which we want to utilize for the next 5 
to 10 years from now do not deteriorate and are properly mantaiaed 
and operated in an cfftcient manner. So, a major portion of this is 
what is needed for this purpose. An investment of Rs. 1,550 CIOreS 
has to be subjected to a much greater viability analysis tban bas 
been done. This is acutaUy goinp; on right now. Every single assump-
tion is being studied very thoroughly so that the sort of problems we 
had in the past like the deterioration of quality of raw material do 
not recur. So, what ought to be done b' being looked into by the taak. 
force.· It will complete its work within the next few weeks." 

5.22 With ageing of the Plant there has becn :l steady deterioration in 
the health of the Plant and equipment leading to higher delays a·nd down 
time. Non-avoailability of rcquircd quality spares was also responsible for 
the above delays. In the area of process technology, virtually no improve-
ment could be introduced so far, to off-set the clTects of raw muterials quality 
deterioration. Hij!;h ash and low volatile matter in coal ha,; created fuel 
imbalance resultin~ in use of expensive furnacc oil in opcn hearth. Energy 
intensive open hearth is a dyinj?; process. The Committee were also informed 
that the process technology as was <JvailabIe with DSP was considered bv 
the experts as obsolete and to improve upon the production economicaJlY, 
updatin,lZ of the technolo~v was called for. As ~tated hv the Managing 
Director 01' Durgapur Steel Plant in evidence that when DSP was set up in 
] 959-60 there was mainly open hearth process. Subsequently by 1970 most 
nf the countries had reduced their production of steel throu,lZh open hearth 
process and j!OI1C in for basic oxygen convertors. ,\ I'\'!odernisation Scheme 
'i,'as drawn up in consultation with MECON on the b:lsis of BSCtOS) report 
and submitted to thc Government which was rcceivinA their active eOIl!\ide-
r,ation. 

5.23 The Committee enquired as to when the modernisation proposal 
was first initiated '~d what was its subsequent development chronologically. 
T1le Dur,lZapur Steel Plant in a note stated that in June t 976. th" Board of 
DiJ'ectors (HSL) in their meeting on 18th May J 976 had o!,-;crved that the 
break even point of Durgapur "Steel Plant based on, the ori,lZinal budget of 
1976-77 worked out to be 1.715 MT of in~t steel against the plant's instal-
led capacity of 1.6 MT. The Board viewed the position wit.h concern and 
MttON was entrusted on 28-6-1976 to study the problcm in depth and 
\';uggest revised product-mix diversification of products and !luch other mea-
~ures '.Nhich could make DurRBpur Steel Plant economicallv viable. Accord-
in2 to Audit, in July 1976, the question of study of the economic viability 
of the plant was eliminated from the scope o[ study to be conducted by 
MECON on the ground that it would unncccS'Sarily delay the completion of 
~tudy. MECON prepared the preliminary feasibility report on a number of 
~chemes/proposals. Based on MECON's preliminary feasibility report, an 
Approach Technology Development Plan WB5 formulated by the Plant in 
1977. Discussions at variouS'stages were held on this Technology Develop-
ment Plan and in January 1979 under the directives of Ministry of Steel 
and Mines, a draft Modernisation Programme of Durgapur Steel Plant wall 
!\ent to B~itis~. Steel Corporation (OS) for their perusal and preparation 
before their VISit to Durgapur Steel Plant. The MinIStry of Steel and Mines 
co~jssioned BSC(OS) in August 1979 to study the Technological Con.8-
tramt'i of the Plant and prepare a suitable development Plan for f;vercomjn~ 
fhe same. BSC(OS) submitted their Report in Novemh::r, 1980. In July. 
198 J. SAll. Board constituted II hi~h power Committe.: to examine the 
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Development Plan. Based on the recommendalions of this Committee, 
MBCON prepared a comprehensive Modernisation Plan for DU"gapur Steel 
Plant. SAIL Board approved the Modernisation Plan 011 16th July, 1981 
and submitted the same to the Department of Steel on 3rd August, 1981. 
The proposal was reviewed in an rnter-Ministerial meeting taken by Secretary 
(Steel) on 5th October, 1981. The expenditure of Rs. 236 crores needed for 
refurbishin/! and replacement to restore the health of the existing plant and 
equipment was approved in principle. On the basis of the above decision, an 
Action Plan spread over four years for an expenditure of around Rs. 236 
crores has been taken in hand hy SAIL and w,,~ unda implementation by 
J)urgapur Steel Plant. 

5.24 Regarding Modernisation Scheme, as per decision taken in the 
meeting of the Secretary (Steel) an Approach Note was prepared and sub-
mitted by MECON on 17-3-1982. This Approach NI)te was di<;cus!!ed in 
depth between Department of Steel and SAIL. Aftl!r discussio!l, the revi~ed 
Approach Note was submitted by MECON in July, 1982. Secretary (Steel), 
convened ,1 mecting on 24th Augll~t. 1982 in which SATL/MECON wa'i 
asked to rcvicw the demand and availability of relevant sted products in 
consultation with the Tron and Stec\ Controller in order to ~;rriw at the final 
product-mix for Modernisation of Durgapur Steel Plant. Such .1 review wus 
carried out by SAIL & MECON with the Iron and Steel Controller and u 
prodl!ct-mix was finalised. Based on the finalised product-mix MECO~ 
re~sed their Approach Note and submitted the final document in October. 
1982. This proposal envisages implementation and Modernisation Pro. 
wamme involving a total cost of around Rs. 1550 crores in two stages. Thlt 
fint stage investment proposed is around Rs. 649 crores. The proposal was 
circulated to various apprising agencies by Department of Steel o'n 17th 
November. 1982 and was reviewed by the apprisihg agencies at meeting 
held on 18th February, 1983. Secretary (Steel), held onc more meetiDl~ on 
9th June, 1983. The proposal is stated to bc awaitinl!: approval by the pm/ 
Governmenl. It is envisaged t·hat the first sta~c of the Modernisation Pro-
I!;l"amme will he completed within four years from the date of approval bv 
the Government. The second stage will be completed in five years from the 
d_te of approval. If both the stages are approved cUlrcntly. the completion 
time for the total Modernisation ProlZrammc is estimated as five years. Pro-
duction of crude steel under Sfage-I is expected to be 1.753 MT per anaum 
and under Sta~c-n-2.379 MT per annum. 

S.25 Explninin~ She reasons for delay in taking up the modernisation 
scheme, the Secretary of the Minjstry stated : "So far as the further scbe~s 
of technolo~ical upgradation. it is not as if we did not realise that therc 
were further schemes flhat should indeed be taken up. Take, for in!itancc. 
the basic oxy~en convertor in place of open hearth furnace. These are very 
expensive schemes. The first pha~e is. let us improve the open-health fur-
nace that had heen erected carlier. During the COurse of last 10 years. there 
were a number of technological upl!radation schemes that were undertaken. 
This wa~ fonowed by the Action Committee Report of 1973 which went 
into all this. E\ery one of these thin~s has been implemented. barring one. 
r think, the second phase is what the Task Force i~ dealing with. The real 
question i~. when you come up with technological upgradation, do you do it 
in phases or do vou do every thin,:! right straightway. I would submit that the 
coll't of a tcchnoloroieal uPJ!l'ldation of the steel plants is indeed l!oin~ to .Pe 
very high. The SAIL's own proposal requires an investment of Rs. t 550 
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Cf<>res. It is n ,great deal of money. This is based on a whole series of prc-
sumplions. M&nY of these presumptions have not been absolutely t~stabltshcd 
yet. ]n the meantime, even more difficult problcrm have come up, the most 
impOrtant being the continuin~ deterioration of raw materials. 1 would sub-
mit that technological upgradation could be considl!red in two parts, one 
part whkh has been completed following the Action Committot's report and 
the scwnd part is being looked into on a priority basis hy Ihl? Task Force." 

He added: 

"TIl\: purpose of analysis is to choose the 1110'it (osl effective tech-
nology. T have no doubt whatsoever in my mi'nd thaI there will be a 
modernisation scheme. but it '.viII be hased 011 the most cost effective 
technology which will have the best possible viability ...... There 
arc a very large number of alternatives. These alternatives must be 
co!.>tcd out so that an alternative that is ~dected is the most viabJ.: 
of al1 the alternatives. There arc many WJYS il1 which thi, can b.: 
donc," 

5.26 The Committee enquired from the Ministry about the present 
position in regard to approval of the modernisation pro~ammc which was 
submitted [or approval in August 1981. In reply the Secretary, Department 
of Steel stuted : 

"This is what the Task Force is engaj.tcd in. In a matter of wllcks 
WI! will knorN what is the best viable alternative to Wect. To ~ve a 
precise ti~schedule for takin,g a Government decision, not my 
decision or the Department's decision, it is not entirely within the 
hllnds of the Department. Nevertheless. ,,11 I can say is that we are 
doing the utmost to e1pedite the decision. My personal expectation 
is that within th, next two or three months it shoul~1 be po:;sible to 
come to a definite conclusion. Talking of the delays, 1 do not want 
to b;; 100 critical of this Steel Plant or that Plant, but even the report'> 
tha,1 I have are that viability calcuJ.ations of the sOrt are not there. 
These calculations have to be done. The proposals that trave been 
received include production of certain items through expansion for 
wbich it is very dQUbtful jf there is a market. The point is that no 
oue Steel Plant can know what is happeniflg, in the total industry, 
not merely SAIL but there is also TISeo,. lISCO, etc. Then, there 
arc secondary producers. 'Wlerefore, 'IInv such scheme has to take 
into .account a number of aspects aU of which have to be quantified 
and p;'oper viability calculations made. It is true that the proposals 
were rl'\,iewed in 1981. May I also submit that the proposals. have 
hecn d~"cussed within the Government. A number of questions have 
been raised, talking about demand, supply, technology, raw material 
charal'lcristics, etc. That is way a Tllllk Force is being set up to WJ 
into all this thoroughly and come out with tbe fx;:it possible viability 
of all the possible aJteraatives so that both the Steel Plants, the 
SAIL and we can determine which is the best viable altcrOJtive. 
Inyc~tments are very targe. We have had lot of schemes in tbe past 
in Durgapur and it is not for me to say about the re~t8 becaUie the 
facts ~peak for themselves. Therefore. We baveto really deterru4te 
what is the scheme which will yield the results promised." 
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5.27 When asked as to why there was administrative delay in sanction-
ing the modernisation proposa~s knowing fully well that they were initiated 
by experts in the field, the witness stated : 

"Proposals of this nature made by one plant have also to be consi-
dered in relation to a number of other proposals. Durgapur, lISCO, 
Bokaro, Bhailai and Vizag Plants have each their own propos91. 
These are all individual unit level proposals. Each unit looks after 
its own interests. Government look at all these proposals together 
to find out what is the best way of producing steel at the least 
:possible cost from each plant. Government has to make a synthesis 
0{ all the proposals and find out the best." 

5.28 The Committee regret to note that the Plant has continued to 
~"ur losses since inception except for a few yeBflj. . It suffered a record 
10!i1.5 of Rs. 44.23 crores in 1982.83. The cumulative losses as on 31-3-83 
.IIDOulited to I{!I. 308.22 crores and represented 71 % of the total invest-
ntent of RI;. 434.72 crores. Some of the main deficiencies in production 
management and cost control which have contributed to heavy lo~s of 
the Plant have been dealt with earlier in this Report. With II capacity 
utilisation of only 60% and otber deficiencies, tbe Plant faces II big chal-
lenge in making up the past losses and to earn a reasonable surplus even 
for its own reno,"ation and modernisation not to speak of generating sor-
plus for financin~ to Plan schemes and this calls for more imaginatin and 
concerted elforts both on the part of the Management and the Government 
h) improve it!! performance. The Committee were surprised to find that 
Ihe DPRs of the Plant for neither the one milUon tonne !Stage nor for its 
expansion to 1.6 mlUion tonne~ contained any profitability anal~'sis. It 
was only at the stage of consideration of revised estimates for expansion 
in 1963 that the profitability analysis was made which showed that file 
Plant would incur a net loss of Rs. 1 crore per annum even at 100% capa-
cit" ntllisation "bich W&'i assumed as 1.6 million tonnes and after fulfilling 
all projected technological performance norms. This should have made 
the company and the Government to examine in all serioosness the que~­
t.iOD of financial vlablUty of the Plant and to take suitable renledia' 
measures. However. considering the beavy losses Isutfered by the Plant, it 
is apparent that no serious efforts were made in this direction. The Plant 
co""".es to have unfavourable product-mix whlch contains one-third 
semis with lower margin than on the finished products. There has a~o been 
laUure to counter technological obsolescence in time, affecting adversel" 
the output lind the production cost. Tht Plant Is still condDu~ with the 
dymg and energy intensive open hearth process for steel making. The 
enel'RV consumption per tonne of inlot steel was the blghest as compared 
to other steel plants viz. Rourkela, BhUai and Bokaro. The comprehen-
,.ive modernisation plan costing Rs. 1550 crores. 115 approved b~; the Board. 
"'),ith WitS sllbmitted to Government in August, 1981 is still under their 
consideration. Enn refurbishing schemes costing Rs. 236 crores whkh 
"ere considered necessary to wipe out backlog of maintenance and to im-
prove "1'0" tht· htalth of the equipment and without which it would harcl1:v 
be possible to 'sustain even the existing level of production nre ~et to be 
iRlp~mented. The Committee consider that It Is h'J!h time fo fake cmer-
~ent measures to increase production and productivity of Du~apur Steel 
Pla.t by providing tbe additional balancing facilIties and by its modemisa-
fion. The~'. tberefore desire that the scbemes ,,'hleh are found to be co~ 
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eledive should be taken up urgeotly to improve productioo and to Mm' ... 
mise the beavy losses beiog suffered b~' the Plaot frODI J'ear to year. 

NEW DELHI, 
17 April, 1984 
28 Chaitra, 1906 (Saka) 

MADHUSUDAN VAIRALE. 
Chairman, 

Committee on PI/blie Undt'rtakings. 
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Slatement of Conclusions/ Recomment/atiofl$ of the Com millet on Public Under lakings 
C'mlailled in the Report 

SI. No. Reference to 
Para No. in 
the Report 

Conclu.ion~/Recommendalions 
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1-19 
and 
l.20 

1 ·21 

Durgapur Steel Plant s~t u;lill 1931 with 1 c lPl.ci~y of I million 
tonn3i of ingot ste;1 W.li eJl,Hl1:1:d to 1 ·6 Intlhon to~nei by 
1969-10. The pro;iuction of the plant has lagg3d far b:hmd the 
rated capacity. The capacity utilisation in terms of steel 
illJots rallJed from 40% to 63 % during 1970-1983. Tho 
Plant has failed even to mlintain the production level roached 
in 1976-77. th~ clpacity utilisationduri!1J the last 3 years being 
only 46%. S8 % lnct 6:>% 1.5 19l init 63 % lchieved in 1976·71. 

The Com nittee have been informed by the Plant manago!menl 
that on account of raw IDlterials and other cotl~traints the 
effective capacity ofthe Plant was lower than 1 '6 million ton-
nes. As~ssments of capacity made by Var ious experts rallied 
from 1 ·IS million tonnes to tl ·4 m1l1ion tonnes. Hl'wever. 
neither the SAIL Corporate 0& nor the Ministry have 
approved the derated capacity, as accordilll to Chairman of 
SAIL, assuming any lower figure than originally indicated 
has many implications'. In the ciroumstances. the Com-
mittee would be ju,tilied in judging the performance of tho 
Plant with reference to rated capacity of 1 ·6 million tOMes. 
They. however. desire that the task force which is examining 
this matter should fix the attainable capacity ofthe plant on a 
rational and scientific basis so that the performance of the 
Plant could h! judged; n a real ist ic manner. 

The Comnittee f'i.ld thaI the carllcity utilisation has 11\.'1 only 
becm much low~r than the: rated capacity but even a, com-
pared to th~ production targets Which n~ver exceeded 1 '25 
million tonnes and which are fixed every yo!ar taking into 
con~ideration the various constraints. The 103s of pre'dution 
with roferen~ to Budget targets aggregated to 18 '6~ lakh 
tonnesofsaleable steel and 2'061akh tonnes of pig iron during 
1913-83. There was a oolo"al 1m, of contribution mll18in 
of Rs. 104·12 crores on thi~ 10.is of pr.,duclion. Bul f"r this. 
the overall losses of the plant (Rs. 144 ·69 crore~) would have 
been less to titis extent during Ihis period. The po;ilion be-
com:s all the more seriou~ when it is cJn~idercd that c.l!lacity 
utilisation of Durgapur Steel Plant has been Ihe I(wiest as 
compared to <?ther steel plants of SAIL. For in~lance. in 
1982-83 as agamst the overall capacity utilisation of 71 % for 
ingot steel and 19% for saleable steel for all the pi;UlU of 
SAIL. the capacity utilisation for Durgapur Steel Plant was 
only 60~ and. 6S% respectively. It was worse as compared 
to TISeo which attained 91% capacity utilisation rl>r inaot 
s~l and 106% for saleable steel. Although external cawes 
like shortalJC of power and difficulties in movement of caw 
materials and their shortalCs. etc. have affected production. 
major sbare of loss of 'Product Ion has aenerally been 011 ae:-
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count of internal CJUS~ Ji·ke industrial di~putes. break-dowDM 
andshut-oownsinexcessof planned down-time, fililuretopl'O-
vide blending and beneficiation f:lcililks for raw materials 
etc. The Action Committee appointed by the Government in 
1973 had also poillled out that neglecting of maintenance. 
lack of di . ..ciplinc and proper work culture h"daffectcd thcpro-
duct ion perfonnunce of the plant. The CommiUee cannot but 
take a serious view of the poor productiun performance of the 
plant on account offactors which w\!re Illuinly if not wholly 
within the control of managem.::nt. Apparently. there has 
been failure to take timely remedial measures to improve the 
production performance. The Committee urge the need for 
concerted efforts both by the Ministry and the management 
to ensure optimal capacity utilisation of the Plant. 

ln an integrated steel plant, the adverse performance of one 
un it affects the performance of other un i Is as well. The Com-
mittee regret to note that in Durgapur Steel Plant lhe per-
formance of various unils has been unsati~factory. Thus. 
in coke ovens unit, the production of coke was much lower 
than the rated capacity of 17 '40 lakh tonnes per annum on 
act:ount of low availability of ovem and lower pushing rale. 
As a result there was a net production loss of Rs. 54 ·681akh 
tonnes of coke during 1970-71 to 1982-83. Labour troublc:w 
and poor maintenance resulted in rapid deterioration in the 
condition of coke ovens which nCC4.'Ssitated takinllthem dowll 
for rebuildina earlier than their normal life, affecting their 
availability. Inordinate delaysupto 6 years in their rebuUdinl!: 
aoreyated the situation. The Commiuee need hardly point 
out the desirability of proper maintenance of the plant .nd 
ntachinery and taking up of effecti ve measures for complotion 
of repairs and maintenance jobs as per schedule. The Gov-
ernment should examine what iuitable stcl'~ could ~e taken 
in future to minimise time for rebuilding blll1cl'iu. 

The unsat isfatlory work inl! of the coke ovens and lower vola-
tile content in the coal charged resulted in lower. yield of gas 
as well. This not only affected the opc:rations of the main 
units butaho had the eJTect of under-utIlisation ofbyoproduct 
plants. Further, on account (If shortalc of gas, furnaces had 
to changed over to oil firing. This not only resulted in addi. 
tlonal capilal expenditure of Rs. 38 '07lakhs, but also inexfra 
expenditure amounting to Rs. 81 '67 crores from 1970-71 10 
1982-83 on account of use of costly fuel. 

Deterioration in the quality of (Xlal received by the plant is 
a110 stated to have affected the performanCe of coke ovens. 
The average ash content of raw coal has intreased 1026 '5y' 
witit increased fines and sand contenl.~ as againM 22 ·BY. .Ih 
content envi"Fd in DPR. This bas resulted in hlabcr alh 
in colee produced and has deleterious effect on the operation 
of coke ovens, blast furnaoes. and rolling mills. 1'hcre hu 
also been ftuctuationin the qualityofcoal rcceivedonlWCOUnl 
of the fact tb.t a .. rae number of collieries have been Iiolccd 
to tbe Plant with wide variations in qlUllily of coal. The 
number' of coallJf01lPS linked to the Plant is atated to hive 
i..-usecl to annmd 12 I. c:ump.red to two aroups envi.apd 
in the DPR. The matter deserves serious attention of Gov-
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emment as well as Coal India Ltd. who controls coking lOal 
mines and also operates washerics which supply pan of washed 
coal required by the Plant. Effective steps should be taten 
to ensure that the coal of required quality is available to the 
Steel Plant. In this connection, the question ofreduction in 
the number of collieries linked to the plant also needs to be 
examined seriously. 

In regard to inconSIstency in the quality of faw materiah 
much could be done by the management to minimise itseft'ect 
by having adequate averaging' and blending facilities and 
quality control. In spite of the fact that the inalio:quacy of 
these facilities was highlighted by the Plant management in 
1973, only a few short term measures were taken by the Com-
pany which did not yield the desired results. It is only now 
that the averaging facility for washery feed coal and augmen-
tation of bedding and blending facilities in coal handlingplant5 
are proposed to be introduced under the modernisation ,ro-
gramme. The Committee regret to note the delay in lht: 
provisiun of these facilities and would like to be infonned 
of the reasons thereof. They, however, hope that the Gov-
ernment will ensure execution of the modernisation progNm-
me recommended by the British Steel Corporation within lhc 
minimum time possible. 
The problem of high ash content in coal could have !teen 
solved to some extent if the captive coal washery of tile Plant 
had worked satisfactorily. The Commiltee regret to IIDt.e 
that the capacity utilisation of the washery ranged from 36~; 
to 76~~ only during 1970-71 to 1982-83. The capacity utili-
sation had come down from 76% in 1976-17 to S6~ in 1982-
83. In view of the low output of the washery, a sizeablc'quan-
tity of coal obtained from other sources had to be fed to the 
coke ovens resulting in higher percentage of ash in ooal blDnd 
and the coke produced. Higher down time for mainteaanoe 
and labour problems are inter-alia stated to have affcc:tal ca.-
pacity utilisation of the washery. Surely, these matters were 
not outside the control of management and could have been 
controlled. 

Not only the capacity utilisation was low but the reduction in 
ash content r~lJCd between 3 ·J9% to 4 ,76% durinal97'0-80 
as against 6 ·3 % envisaged in the DPR. It is only since 1"980 
that as a result of certain modifications there had been im-
provement in ash reduction which has now oome upto about 
6%. The reduction in ash contcnt is however still lower than 
tbat in other washeriCill like Duada and Bhojudih which bll\'e 
achieved reduction between 9% to 11 %. The Coramitt.ee 
have been informed that further modifications in tbe wasllery 
circuit to ena ble reduction in ash content to the extent of 8-9 % 
is proposed to be introduced in the modernisation proanunme. 
1be Committee are unbappy over the delays in tak iog IDCatIUlCS 
for the improvement in performance of the washery. 'I1Iey 
hope that, keeping in view the importance of captive wasber~ 
in the Steel Plant, the Government and the manaaemeut ",ill 
take all steps necessary for modifications and modemisation. 
with utmost zeal on priority basis as on washery will dcpcud 
to cons i dera ble extent the effie ient and suc:cessfu I perfOI!lllllKr 
orthe Steel Plant, These efrons for improVement ofwaabcry 
are all tbe more necessary in the wake of deteriorating _ity 
of coal which is likely to be available from tbe colliet'~ ir 
future. 
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The Committee are perturbed by' another f'lctor which aJYocts 
production in steel plants. It has been stated by the repre-
sentative of Durgapur Steel Plant in evidence before the Com-
mittee that, apart from the hiBb de,ree of aah content, stones 
arc also found mixed up in tliC coal supplied which Mults in 
frequent brcak-down of equipment and affects continuity in 
production. The Committee desire that the Government 
should take suitable measures'so that mixins of stones, with 
coal is eliminated altoscther and quality of coal supplied to 
steel plants is considerably improved. 

The performance of the blast furnaces was none to satisfac-
tory. The lower availability and lower productivity of blast 
furnaces accounted for loss of production of hot metal to the 
extent of 91 '04lakh tonnes durins 1970-83. The fact that 
the furnaces were in operation for only 73 % of the hours for 
which these were expected to be available is a matter of con-
cern. The lower availability of blast furnaces was mainly 
on account of poor Quality of refracto~ work and desit'n 
deficiencies in blast furnace No.4, which necessitated Its 
taldns down for reJinins much before the normal period. and 
unusually Ions time taken in relinilli work. The matter reo 
quites to be looked into with a view to fixin, the responsibi. 
lity. The Committee would also emphasise the nced for 
intensifying the planned as well as preventive maintenance 
of the plant and machinery to improve its availabilily. 

Not only wa~ the production low but the Quality of hot metal 
produced wa, also poor. The productIon of off-aradc hot 
motal ranged from 20 % to 40 % as ap.inst the norm of 15%. 
This not only led to prOduction of off.,rade pij iron but also 
affected tile workins of tile steel meltmg shop. The hiaher 
production of off-grade Ilot metal has been attributed malnly 
to deteriorating Quality of ra.w material particularly Iron orc 
wllich had Iligll silicon content. The Committee find that 
the management itself ha, to bear mainly the rospo~ibility 
for it. The piant receives bulk of its requirement of Iron 
ore from its captive mines at Bolani. Absence of adequate 
ore handling equipment, beneficiation plant and improper 
oporation of tile blending plant has affected the quality and 
coniistency of tile ore available for the blast furnaoes. As 
oarly as 1966. the Committee on Public Undertakinp IU," 
80sted expociitina tile setting up of beneficiation plant at these 
mines. It is regrettable that in spite of their recommendation, 
the setting up of the plant ha~ been badly delayed. While the 
piant for washing of fines is expected to be commissioned in 
1984, the facilities for washing of lump ore are yet to be esta-
blished. Surely, the Committlle could cxpect areater atten-
tion to implementation of the sehem~ which I!O a Ion II WaY in 
improvllll the performance of the plant. . 

The Committee find that tile production of stee 1 mcltilll sllop 
has suffcrcc1/ntef' alia due to deficiencies in plannin, and eXe· 
cution of expansion programme. Tile capacity of the open 
hearth furnaces was not expanded as enviiillgcd in the DPR. 
Provision of double oxygen lancllll facility, wbich was decided 
as an alternative to increase production, was also not made 
except in two furnaces. The reasons for this failure should 
be looltcd Into and steps taken to correct the imbalance bet. 
Ween the capacity of the steel melt ins shop and otber uaits 
of tbe plant. 
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Production was also affected because of low,~r availabili\.) 01 
furnaces on account of lower roof life, excessive time slll'nt 
on completion of relining work. and low pc,;reent~r.e of yi;ld 
due to factors like imbalance between the sted lad e capacity 
and furnace capacity etc. All this shows that the production 
manaacmcnt left much to be desired. The Committee empha-
sise the need for constant vigil on the operations of the plant 
and taking up of measures to ensure its optimal utilisaticn. 
Effective steps should also be taken to control excessive con-
Sum,ptiOD of raw materials and of ingot moulds and bottom 
plates, etc. 

The Committee are distressed to Dote the poor performance 
of the Rolling Mills. None of the Mills had attained the 
rated production. By and large, the actual production was 
also lower than the budgeted production. In this connection, 
the Committee find that there were inherent design and lay-
out deficiencies in certain mills. For instance. in the case of 
blooming mill, the British St,el Experts had concluded that the 
()ptimum utilisation which a mill of such design and lay-out 
could achieve was 66 %. The Managing Dirrctor of Durga. 
pur Steel Plant was frank enough to admit in hib evidence 
before the Committee that there were certain areas which 
could have been planned a little better and the cquipmcnts 
could have been a little more sturdy. The SI;.cl'etary of the 
Ministry also stated that the blooming mill could proce~~ only 
1 million tonnes of ingot steel per annum without any further 
investment as against rated capacity of 1 '6 miJ1ion tonnes. 
The Committee regret to note the serious deficiencies in the 
plant and equipment of some of the Rolling Mills and desire 
that the responsibility for it be fixed. 

The pcrforman<)e of the Wheel & Axle Plant has also been 
most unsatisfaowI'f, The rated capacity of this plant after 
expaQllion was fixed as 75.000 wheel-sets per annum. How-
ever, a number of Conunittees that had gone into it had as-
sessed that the plant could produce ollly 40.000 whed sets 
per annum and that too if variou~ additional faciliticb were 
provided and remedial measures taken. The actual produc-
tion has been nowhere near the rated capacity. the highe~t 
capacity utilisation boing 19%r in 1978-79 which has also 
..-actually deteriorated to bare y 11 % in 1982-83. Various 
ractors like slackness in inter-stage inspection, heavy rejec 
tion&, ddiciences in maintenance of equipment, unsatisfactory 
industrial relations and work practices. failure to provide 
balancilli equipment etc. which have been responsible for 
lower production were not beyond the control of the Manage-
ment. The low production besides entailing heavy financial 
1011 to the company resulted in heavy dlain 01 fon ign cxchllnge 
on import of Wheels Ilnd axles by the Railways. The total 
forcilfl exchange released on this account during the last 2 
years (1981~3) alone amounted to R.~. 68 '82 crores. As 
carly as 1971, the Committee on Public Undertakings had 
recommended in their Fiest Report (5th Lok Sabha) that the 
Ministry should make a detailed inquiry into the work ina of 
the unit to find out the: reasons for abnormally low production 
and remcdlal measures should be tak~n to improve production 
performance. Although the matter b stated to have been 
lnquired into by two Committees and steps taken for the: 
implementation of their recommendations, the performance 
of the plant insttad of showing any impro,"ement had gone 
ftom bad to worse. Apparently the half-hearted measures 
taken by the Manaaement had little impact on the perfor-
mance of the plant. Presently, the plant has been !eriousl)' 
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damaged and the replac:cment of affected equipment i. esti. 
mated to cost Rs. 15 crores. The Committee desire tbat the 
rCllponsibility for severe c:lamaacs to the plant be fixed and 
action taken against defaulters. 

The Committee also find that the Railways have been per. 
mltted to set up a captive wheel and axle plant with subs-
tantial capacity. The Ministry of Railways have also Indj. 
cated that most of their future demand for wheels and utes 
from Durgapur Steel Plant would be in &1)eCi81 new types or 
wheels since they were likely to cover their requirement of 
standard wheels from their own plant. The plant at Durppur 
was, however, not in a position to produce them and would 
require modifications and ~uhstantial additional Investment. 
Added to thi~. is the question of the price for the supplies to 
be made to the Railways. In spite of the fact that the price 
fixed at present is higher as compared to the Impon price. 
it is not still remunerative in view of high cost of productioD. 
The Committee. therefore. recommended that the whol~ 
question of the continuance of the prodUCtiOD of wheels and 
axles in Durgapur Steel Plant needs to be thorou(hly exa· 
mined, taking into con'lideration the pattern of demand and the 
cost effectiveness of the additional investment required for 
replacement or addition of equipment. etc. The Committee' 
would like to be informed of the final policy dcclsloD 
taken hy the Government in due course. 

The Committee find that the non.availability of adequate 
power from Dye had also a!rected the production at the 
Plant c.~pccia\ly in the Rolling Mills. The 1011 of prociutlon 
of saleable steel during the last JO years (1973-83) solely due 
to power shortage is stated to be about 9 lakh tonnca. The 
Plant was having a small eaptive power plant with a firm capa-
city of 15 MW. Unfortunately the capacity utlli.lion of this 
plant has also been low affecting even the limited quantity 
of power which could be available from this plant. There 
has been delay in sanctioning and setting up or addJdoDal cap.. 
tive power plant to meet the power requirement. A1thoulh. 
a proposal for the ilL~tallation or the captive power plant was 
initiated in March. 1974. this was not approved by the Gov· 
ernment at that sta,e because of certain wron, assessment 
in regard tl) overall availabiity of power in thIS area. Jt was 
only in September. J 978 that a power Plant of 2 It . 60 M. 
was sanctioned for Durgapur Steel Plant. 

Th~ Committee are distressed to note that there has bocn 
inordinate delay in sanctioning additional captive power 
plant to Durgapur Steel Plant. Whatever may be the conal· 
derations for the Government takin, a decision for not allow-
ing captive power units for other industries. in view of direct 
effect of short lIupply of power on its production. Durgapur 
Steel Plant should have been made a spec·:al care for laDetion. 
ing CIIplive power unit. This upect or the matter &lsun ed 
greater importance as the load factor from Dye nnged bet-
ween 52% to 68% only during 197~71 to 1982-83 aDd sbOrt 
supply could not be comPensa~ from other sourcell. 

The Com llittec are a110 sorry to note that bcwidea valuable 
lim, Ion in sanctioning of tile project there ba4 "'0 been 
delay in setting up or tbe pIaat OD account cr del.,.. iD IDe 
lIupply or equipment a. weB .. in civil and .trUCtUral wort. 
The first unit wbiclb ,... eQJeCtecI to bo commla.1aDed III 
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December, 1982 is now expected to be ready by the end or 
second quarter of 1984. The cost has also gone up and the 
revised cost is estimated to be Rs. 82 ·46 crotes apinst the 
original approved estimate of Rs. .54 ·91 crores. The 
Committee are unhappy over the delays in execution or 
works connected with installation of the plant and cost over 
ruD. in its settin, up. They hope that now all out effort will be 
made to commIssion the captive power plant by the revised 
target d~te and effective monitoring of progress of the works 
will be done to achieve this end. In the meantime steps 
should be taken to see that adequate power is made available 
to the Plant from other sources. 

The Committee find that the plant has continued to lIIlfI'er 
from the problem of over-staffing and lower productivity. 
The pregent-strength of Works Department at 24846 is much 
higher than the strength of 19614 fixed after detailed studies 
by the Administrative Staff College. Hyderabad in December. 
1972. The Committee on Public Undertakings in their Firat 
Report (1971-72) had suggosted that the Government/Com-
pany should take the opportunity offered by the expansion 
scheme of the steel plants and Dokaro PrOject to gainfully 
employ the surplus statf as oarly as practicable. In ract. 
the number of persons has gone up both in the case of works 
as well as general administration and township even as com-
pared to the actual men in position in 1971.72, the total 
strength as on 31-3-1983 being 32416 as against 2928.5 at the 
end of 1971-72. The reasons advanced for increase in man-
power strength like installation of balancing racilities and 
departmentalisation of certain jobs which were previOUtly 
done by contractors are jwrtified only to a limited extent. It 
is regrettable that no effective steps have been taken to reduce 
the manpower. 

The inevitable casualty of over-staffina is the productivity 
the organisation. The labour productivity in Durppur 
Steel Plant was the lowest being only 39 tonnes of steel ingots 
per man-year as compared to the 44 in Rourkela, 71 in Dhllai 
and 72 in Dokaro, not to speak of world standards where the 
productivity was several times higher. This is in spite of the 
fact that the plant has introduced productivity linked incentive 
scheme and an amount of Rs. 2.57 ·31 laths was paid as in-
centive in 1982-83. The problem becomes all the more seriowr 
when it is taken into account that the Mehtab Committee in 
1966 considered it possible to increase the productivity of works 
personnel to about 12.5 tonnes ingot per man year in each stoel 
plant and the management itself·fixed the tarlCt of 90 tonnes 
per rQan-year for Durgapur Steel Plant. Tho COlt of labour 
per ton of steel in Durgapur Steel Plant was the hishest as 
compared to the other steel plants and was about double of 
that in Dokaro Steel Plant. As stated by the Secretary of the 
Ministry in his evidence before the Committee, the labour 
productivity depended to an extent upon the type of equip. 
ment in each plant but the Committee feel that it depended to a 
very great extent on the work practices which loft a lot of 
room for improvement in Durgapur Steel Plant. '!be C0m-
mittee have been informed that the recent -.reement by the 
management with all the trade unions provides that both the 
sides recognise that future prosperity and ofIicieocy of steel 
industry rests heavily on the ability of the parties to work in 
cooperation to achieve hlaher productivity. Tho CommiUoo 
welcome it and hope that sincere efforts would be made both 
both by the OlanaaemeDt and labour to improve tho work 
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aulture and to achieve higher productivity with a view to re-
ducing the cost of production and tbe heavy losses bein, suf-
fored by tbe plant. 

Tbc Committee find that in spite of vory low capacity utili .. -
tion. the plant was carrying large inventories which amounted 
to Rs. 22S ·61 crores at the end of the year 1982-83. There 
was heavy accumulation. particularly. of finished and semi 
finished good! which were of the order of Rs. 126 ·20 crore! 
and were equivalent to moro tban six months sale in 1982-83. 
On the other h:tnd. sizeable imports of iron and steel pro-
ducts had taken place during 1981-82 and t982-83 to meet 
the projected demand which did not materialise and SAIL 
was carrying stock of imported steel valued at about Rs. 46·2 
crores as on 1-4-83. The Committee regret to note that there 
have been deficiencies in planning of imports Ilnd domestic 
production. The Secretary of the Ministry was frank enough 
to admit that the marketing organisation of SAIL has to be 
more dynamic and much closer to the customers to assess 
correctly the changes in demand pattern and to cha!IiC the 
marketing and production strategy accordingly. The exist-
ing co-ordination between steel production and imports alao 
neoded a lot of improvement. The Committee hope that 
at least in future there would be better plannina of imports 
and domestic production of steel keeping in view not only 
the total confirmed demand but the pattern of coDiumption 
also. 

The Committee have been informed tbat there has now been 
a reduction in the existing stocks which have lOne down from 
2 -90 lalths tonnes on lst April to 2 ·10 \akh tonnes on lst 
August. 1983. This is a step in the right direction. They 
would emphasise the need for constant review of the ,tock 
position to reduce tho stocks to the minimum to savo the 
unnecessary locking up of funds and the heavy inventory 
carryina costs. 

Not only was the plant having huge stock of finished products 
but that of stores and spares also. The total value of .tores 
and spares was equivalent to about 20 montha consumption 
which needs to be brouJht down. Stores worth about Rs. 
31 ·14 crores bad not moved for more than two years. The 
Committee desire that effective stePs be taken to dispose of 
surplus items of stores expeditiously. 

The physical verification of raw materials and finished atocks 
has revealed heavy shortaaes. In the case oC raw materials 
thore were abnormal shor~ of the order or Its. 2 ·12 crores 
during the last 5 years. This was in addition to the shortaaca 
of the value of Its. 6 ·02 crores durina the last 5 years which 
were considered normal by the plant manaaement. Test 
chock of certain wagons of raw coal disclosed shorla8C8 ralll-
ina Crom 8 % to 11 %. Admiu~dly there have been pilfera,es 
of materials in transit. However, as the weiahment of In-
comina wagons wa.~ on test check basis and accoun&aJ thereof 
was made on the basi, of weight indicated in the Railway 

rocoipt. it was not possible to ascertain the transit 10000s and 
to 10dac the claims on the Railways. 

Not only there were shortaloS in raw materials. heavy Det 
abcIrtapta to the extent of Its. 10 ·21 crores were also found 
in tile cue of finished and lOIlli-linished aoods durina the lut 
5 ycart. Tbc.bortaaes in tinilhod stocks bad alto arisen 
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'Int,r a/,a on account of the fact that while despatching goods 
, tho wagons were not tare-weiabed. The possibility of some 

of these wagons having weight lesser than the declared tare 
weight and con~quential despatch of goods in excess of the 
quantity booked could not be ruled out. The Committee 
take a ~rious view of heavy shortalfCs noticed both in the 
case of raw materials as well as finIshed and semi-finished 
stocks resl1lting in an average a lollS of Rs. 2'S crores pel 
annum besides the normal handlhig losses ofRs.! ·2 crores in 
raw materials. They desire that the shortages be investigated. 

The Committee are dismayed at the sorry state of affairs in 
Durgapur Steel Plllnt in the matter of physical verification of 
stocks of raw materials, spares, semi-finished and finished 
goo"s. Thy verification is based on rough estimation and 
approximation. There is no fool-proof system of weighment 
of wagon" raw materials and finished items. The whole 
system leaves room for loopholes and pilferages. Various 
e"cuse~ for shortages are given. For example, it is stated 
that changing machines go off very often, resulting in break-
downs, there are errors in assessment of consumption and 
even in stock verification, there are only test checks of wagons, 
tare weight of wagons is not checked, and so on. The Com-
mittee recommend that the Government give serious consi-
deration to this problem and devise ways and means to deve-
lop fool-proof system of weighment of raw materials and 
finished goods so that losses resulting from inaccurate weigh-
ment and thereby wrong costing are eliminated. 

The Committee take a serious view of the heavr demurrage 
charses paid by the Plant. The'total amount paid as demur· 
rage charges during the last 5 years amounted to Rs. 14 ·37 
crores, that is on an average about Rs. 3 crores per annum 
on account of detention of wagons beyond the free time allow-
ed by the Railways. Suc1llong detention of wagons resulting 
in heavy demurrages charges can by no means be considered 
as reasonable. A major factor attributed to this has been 
operational delays like break-down of th~ ltandling equip-
ment, deficiencies in layout of the exchange yard and insuffi-

cient storage capacity. Keeping in view the heavy demur-
rase charie! paid year after year it was expected of the manage-
ment to take effective steps to remove the various operational 
deficiencies. The Committee would like to know why this 

. wu not done all these years. The Committee have been 
informed that the Department of Steel and Management of the 
Plant now propose to take up some schemelt a,nd projects of 
expansion, modernisation, and installation of'certain devices 
in the yards wi th a viw to achi eveqllicker movement of wagons 
and reduce demurrages. They urge the authorities concerned 
and especially the Department of Steel not only to finalise 
these sctleme~ and plans without delay but also oee that they 
are implem~nted at the earliest. 

The Committ~c would also like to stress the need for strict 
watch over the preventive maintenance of the handling equip-
ment as per schedule to minimise their break-down. 

Bunching of wagons and receipt of defective wagons are also 
stated to have contributed to delays in loading and unloading 
of wagons. The matter should be examined in detail with the 
Ilailways to ensure more ncuiated flow of WIIIon to and 

, from Durp.pur Steot Plant,Otbor suitable measures should "'0 be evolwd to miniJlQo tile demurrase cbarIeI on this 
aooount, 
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The Committee regret to note that the Plant has continued to 
incur losses since incePtion except for a few year. It auf· 
fered a record loss of Rs. 44'23 crores in 1982-83. The 
cumulative losses as on 31-3-83 amounted to R,. 308 ·22 crores 
and represented 71 % of the total investment of Ra. 434 ·72 
crores. Some of the main deficiencies in production mauaae-
ment and cost control which have contributed to heavy lossCl 
of the Pant have been dealt with earlier in this Report. With 
a capacity utilisation of only 60% and other deficiencie •• the 
Plant faces a big challenge in mald~ up the past Ios,os and 
to earn a reasonable surplus even for Its own renovation and 
modernisation not to ,peak of generating aurplus for ftMnciDi 
the Plan schemes and this calls for more imqinative and con-
certed efforts both on the part of the Manqement and the 
Government to improve its performance. The Committee 
were surprised to find that the DPRs of the Plant for neither 
the one million tonne stage nor for its expansion to 1 '6 million 
tonnes contained any profitability analysis. It was only at 
the stage of consideration of revised estimates for expansion 
in 1963 that the profitability analysis was made which showed 
that the Plant would incur a net loss of Rs. 1 crore per annwn 
at 100% capacity utilisation which was .. wned as 1 ·6 million 
tonnes and after fulfilling all projected tcchnolosical perfor-
mance norms. This should have made the company and tho 
Government to examine in all seriousness the question of 
financial viability of the Plant and to take suitable remedial 
measures. However, considerilli the heavy lossca suffcrod 
by the Plant, it is apparent that no serious effort were made in 
this direction. The Plant continues to have unfavourable 
product-mix which contains one third semis with lower marain 
than on the finished products. There has also been failure to 
counter technological obsoluscencc in time, affectiDl advCllely 
the output (lnd the production cost. The Plant is still conti-
nuing with the dying and energy intensive open hearth proccu 
for steel making. The energy consumption per tonne of in,ot 
steel was the highest as compared to other steel plants viz. 
Rourkela, Bhilai and Bouro. The comprehensive moderni-
sation plan costing Rs. 1550 crores, as approved by the Board, 
which was submitted to Government in August, 1981 is still 
under their consideration. Bven refurbishing schemes costina 
Rq. 236 crores which IVcre considered necessary to wipe out 
bacldolllf mlintenall.cc and to improve upon the health of the 
equipment and without which it would hardly be possible to 
sustain even the existilli level of production are yet to be im-
plemented. The Committee consider that it is hiah time to 
take emergent measures to increase production and productivit 
of Durg'lpur Steel Plant by providing the additional balancina 
facilities and by its mo:1ernisation. They, therefore. desire 
that the schemes which are found to be cost elfectlve Ihould 
be taken up urgently to improve production and to mlnimlle 
the heavy losses being suffered by the Plant from year to year. 
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