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INTRODUCTION ~. I 

I, the Chairman, Committee on Public Undertakings having been 
authorised by the Committee to present the Report on their behalf, 
present the First Report on Hindustan Steel Ltd. The Committee 
will present another Report on some other aspects of the working 
of Hindustan Steel Ltd., not covered in this Report. 

2. This report is based on examination of the working of Hindu-
stan Steel Ltd. up to the year ending 31st March, 1970. The subject 
was examined by the Committee on Public Undertakings 1970-71. 
That Committee also took evidence of the representatives of Hlndu-
stan Steel Ltd. on the 2nd, 3rd and 4th September 1970 and of the 
Ministry of Steel and Heavy Engineering on the 4th September 1970. 
The Committee, however, could not finalise their repo'l't dUe to the 
sudden dissolution of the Fourth Lok Sabha on the 27th December 
1970. The Committee, on Public Undertakings (1971-72) considered 
and finalised the repart at their sitting held on the 20th July, 1971 
based on the evidence taken by the previous Committee and the fur-
ther information furnished by the Ministry /Hindustan Steel Limited. 
The Committee considered the comments of the Ministry of Steel " 
Mines and Hindustan Steel Ltd. on factual verification of the Report 
at their sitting held on 16th September, 1971 and adopted the Report 
after certain amendments. 

3. The Committee place on record their appreciation of the com-
mendable work done by the Members. of the Committee on Public 
Undertakings (1970-71) in taking evidence and obtaining informa-
tion for this report which could not be finalised by them because of 
the sudden dissolution of the Fourth Lok Sabha. 

4. The Committee wish to express their thanks to the Ministry 
of Steel and Heavy Engineering and Hindustan Steel Ltd. for placing 
before them the material and information they wanted in connection 
with the examination of Hindustan Steel Ltd. They wish to thank 
in particular the representatives of the Ministry and Undertaking 
who gave evidence and placed their considered views before the 
Committee. 

5. The Committee also place on record their appreciation of the 
assistance rendered to them in connection with the examination of 

(vii) 



(viii) 

Audit Paragraphs relating to Hindustan Steel Ltd. by the Comptroller 
and Auditor General of India. 

'I 

NEW DELHI; 

September 16, 1971. 
Bhadra 25, 1893 (S) . 

M. B. RANA, 
Chairman, 

Committee on Public Undertakings. 
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INTRODUCTORY 

1.1. The economic growth of every developing country is largely 
dependent on its steel making capacity. Indeed as a multiplier of 
industrial and agricultural activity steel is crucial to economic deve-
lopment. 

1.2. The foundation of India's present iron and steel industry was 
laid in 1875 with the setting up of a small open top furnace at Kulti 
for the production of pig iron. The Tata Iron & Steel Company was 
formed in 1907. Then came the Indian Iron & Steel Company and the 
Mysore Iron & Steel Works in 1918. 

1.3. The appreciation of the role of steel as the ba'sic industry 
prompted India's planners to lay emphasis on expanding the country's 
steel making capabilities. Under the Industrial Policy Resolution of 
1956 all new units in Iron & Steel Industry were,.. to be set up only 
by the State. This did not however preclude the expansion of the 
privately owned units of the possibility of the State securing the co-
operation of private enterprise in the establishment of new units 
when the national interests so required. The Second Five Year Plan, 
therefore, envisaged the construction of three steel plants of 1 million 
ton ingot capacity each in the public sector and fUrther expansion 
of the TISCO, lISCO and the M'ysore Iron &' Steel Works. 

FO'T'matilOn of Hindustan Steel Ltd. 

1.4. In January, 1954, Hindustan Steel Ltd. was formed as a 
joint stock company under the Companies Act to construct and 
manage the first steel plants in public sector viz. Rourkela Steel Plant. 
On 1st April, 1957, the other two public sector steel projects 'viz. 
Durgapur Steel Plant and Bhilai Steel Plant which were under the 
control of the then Ministry of Iron and Steel were. also transferred 
to H.S.L., as Government considered that it would be advantageous 
if all the three projects were brought under a unifted Company 
management. 

1.5. These three steel plants which had initially the capacity of 
one million ton each have been expanded subsequently. Besides 
these three steel plants, H.S.L. has set up the Alloy Steel Plant at 
Durgapur' which accounts for the bulk of the country's production 
of alloy and tool steel. It has also developed a unit offering consult-
ancy-engineering services-the Central Engineering and Design 
Burea}l-and operates several coal washeries. iron ore mines and lime-
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stene quarries. Thus, H.S.L. has at present the following projects! 
oftlces under its control-

Rourkela Steel Plant, Rourkela and its captive mines. 
Rourkela Fertilizer Plant, Bhilai Steel Plant, Bhilai and its 

captive mines. 
Durgapur Steel Plant and its Coal Washery, Durgapur Alloy 

Steels Plant, Durgapur. 
Coal Washeries Project, Dhanbad Contrf'l\\ng the washeries 

Offices: 

at-
(a) Dugdaj 
(b) BOOjudih; and 
(c) Patherdih. 

(i) Head Oftlce at Ranchi. 
(ii) Central Engineering and Design Bureau, Ranchi. 

(iii) Sales Office, Calcuttil and branch oftlces/stockyards at 
different places. 

(iv) Transport and Shipping Office, Calcutta. 
(v) Foreign Office at London. 

1.6. H.S.L. is by far the largest Government undertaking in India 
apart from the Railways. The total investment in this concern partly 
in equity a·nd partly in loan amounted to Rs. 1063 crores on March 
31, 1970 which is about 1/4th of the entire investment by the Central 
Government (outside Railways)'ln the public sector. The combined 
capacity of H.S.L. plants constitute nearly 70 per cent of India's total 
steel making potential. Today, over 1,2(),000 people are employed in 
the Company's steel plants and other units. The proper working of 
this vital public undertaking therefore assumes great importance. 

1.7. The Committee on Public Undertakings (Third Lok Sabha) 
examined the working of various projects/oftlces of HSL in 1965 and 
1966 and presented separate reports as follows:-

(1) Rourkela Steel Plant (11th Report) 
(2) Durgapur Steel Plant (29th Report) 
(S) Bhilai Steel Plant (30th Report) 
(4) Alloy Steel Project and Coal Washeries Project (31st 

Report) 
(5) Head Office of HSL including Sales Office, Central Engi-

neering and Design Bureau, Transport and Shipping Office 
and Foreign Offices (28th Report) 
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1.8. The following Reports on the action taken by Government 

on the above mentioned Reports were also presented by the Com-
mittee on Public Undertakings in 1966-67 and 1968-69. 

(i) 33rd Report (1966-67) on action taken by Government on 
the recommendations contained in the 11th Report. on 
Rourkela Steel Plant. 

(ii) 31st Report (1968-69) on action taken by Government on 
the recommendations contained in 28th Report on Head 
Office of HSL. 

(iii) 3rd Report (1968-69) on action taken by Government on 
the recommendations contained in 29th Report on Durga-
pur Steel Plant. 

(iv) 34th Report (1968-69) on action taken by Government on 
the recommendations contained in 30th Report on Bhilai 
Steel Plant. ' 

(v) 45th Report (1968-69) on action taken by Government on 
th~ recommendations contained in 31st Report on Alloy 
Steel Project and Coal Washeries Project. 

1.9. One of the functions of the Committee is to examine the 
Audit Reports, if any, of the Comptroller and Auditor General on 
the Public Undertakings. The Comptroller and Auditor General 
had included a comprehensive review of the working of Hindustan 
Steel Ltd., in Audit Report (Commercial), 1966. The Audit Reports 
(Commercial), 1967, 1968 and 1969 also included certain individual 
cases of irregularities, losses, etC., relating to various plants of HSL 
These Audit Paras were not examined by the Committee on Public 
Undertakings earlier. The present examination of the Hindustan 
Steel is, therefore, based on the selected paras from Audit Reports 
(Commercial), 1966 to 1969. The Committee did not consider it 
necessary to examine in detail the aspects which were covered in 
their earlier Reports on H.S.L. 

The C-ommittee will however present another Report on some as-
pects of the working of Hindustan Steel Ltd., not covered in thiS' Re-
port. 
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AGREEMENTS WITH CONSULTANTS/COLLABORATORS 

<a) Agreement with consultants for Alloy Steels Plant 

2.1. MIs. Dastur & Co., were appointed as Consultants for Alloy 
Steels Plant. An agreement was signed with them on 22nd Decem-
ber, 1959. The main responsibilities of the Consultants under the 
.agreement were as follows:-

(i) The submission of the project report within 7 months 
from the date of signing of the Consultancy Agreement. 

(ii) The preparation of the specifications of the tender en-
quiries and advising Government on the merits of the 
offers received. 

(iii) The preparation of detailed working drawings to enable 
the works to be completed in all respects. 

(iv) The approval of design and supervision of the manufac-
ture of plant and machinery ordered. 

(v) The detailed supervision of construction and erection at 
site. 

2.2. The Consultants were appoin11ad for a period of five years 
from the date of agreement on a total fee of Rs. 88 lakhs. 

2.3. The agreement was to expire on 22nd December, 1964 by 
which date the progress of work was only 25% to 30% oi the total 
work. The agreement was therefore, extended for a further period 
of 3 years on an additional fee of Rs. 55 lakhs. 

2.4. It was also agreed by the Consultants that they would under-
take residual work, if any, left over beyond the date of expiry of 
the extended period of three years (21st December, 1967) without 
any extra fee for a period not exceeding 6 months. 

2 .. 5. In this connection, the Comptroller and Auditor General of 
India had informed the Committee that the Chairman, H.S.L. in a 
D.O. letter dated the 10th December, 1964 to the Secretary, Minis-
try of Steel and Mines had mentioned that the additional fees of 
Rs. 55 lakhs was considered by the Board of Directors as very high. 

2.6. The Committee enquired during evidence, the reasons for 
the Government agreeing to pay Rs. 55 lakhs to ~ Consultants 

4 



5 
for the extended peri·o'd of agreement inspite of the fact that the 
Board of Directors considered it to be high. The representative of 
the Ministry stated that some of the important reasons {or agreeing 
to this were: First, in the event of not agreeing to this they would 
have engaged some other consultants to do the same work and pro-
bably they might .have had to engage a foreign consultant. Second-
ly, at that time the question of converting Dastur & Co. into a public 
sector organisation was very much under consideration. The notings 
showed that the decision was most imminent and therefore it was 
felt that it might be advantageous to continue Dasturco. who had 
been working in the project for the last five years and who was 

. likely to be far better consultant than anybody else. Lastly Dasturco 
indicated that they would not be willing to continue as consultants 
if the amount paid was less than Rs. 55 lakhs against their original 
claim of Rs. 92 lakhs. The broad break up of the fee of Rs. 55 lakhs 
was as under:-

(Rs. in Laths) 

C) n1! lHtion f')r the el~ n~nt of dealy 42, 20 

Extra work due to increase in th~ ~=:>,,~ (lfthe project(raising 
clp:l.city from 51,000 to 60,000 tonnes). 6' 50 

C):n!)!:1S1tion farinsp~ction orstructurals and expenses con-
n ::1,," with t~e consultants inspection/unit in Japan. 6, 62 

2.7. The Committee pointed out that according to Audit the con-
sultants themselves were responsible for the delay to 3 great extent 
leading to the extension of the time schedule of the project. The 
Secretary of the Ministry stated ell think the consultants were to 
some extent responsible for the delay but the responsibility for the 
delay could also be held on others like Govern~ent which took up 
18 months to issue sanction and so on. The real mistake in my 
opinion is that this payment ·of Rs. 88 lakhs i.e. the original amount 
was linked to a certain period. What we should have done perhaps 
was that the agreement should have been connected more with 
some particular jobs so that these jobs should have normally been 
completed within the time." 

The other payments of Rs. 6.50 lakhs and Rs. 6.30 lakhs were, 
according to Audit, also open to objection on account of the follow-
ing reasons:-

(1) The increased cost of the Project was due to general in-
crease in the cost of material and labour and not to addi-
tions to capital equipments. Moreover, the provision for 
future expansion was made, by the Consultants in the 
Project Report itself and at a certain stage of discussions 
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both the Company and the Consultants had agreed (Feb-
ruary, 1963) that for raising the capacity from 51,000M 
tons to 60,000 M. tons of finished products, no additional 
equipment would be necessary. 

(ii) In accordance with the agreement the Consultants were 
under an obligation to inspect the manufacture of all 
plants and machinery and issue certificates for work done 
overseas and in India and only the cost of air or other 
mode of transport for the inspection officials of the Con-
sultants was to be borne by the Company. 

2.8. This matter was also considered by the Committee on Public 
~Undertakings while examining the working of Alloy Steels Plant. 
"In their 31st Report presented in April, 1966 the Committee observed 
as follows:-

"The Committee feel that Government should have stipulated 
the fee for completion of the work and not related it to 
time. In that" case it would have been in the interest of 
the consultants also to complete their work as quickly 
as possible. As events have proved, the consultants have 
gained by the non-completion of the work within the 
original schedule. They will get an additional fee of 
Rs. 55 lakhs for the extened period. As admitted by the 
Secretary of the Ministry of Iron and Steel during evi-
dence, the consultants cannot be wholly free from blame 
for the delay in completion of the consultancy work. In 
view of this statement, Government should be cautious in 
dealing with such firms. The Committee recommend that 
Government should ensure that they do not in future 
enter into conSUltancy agreements on these terms." 

This recommendation was accepted by Government in January, 
1967. 

2.9. The agreement with the Consultants was, however, further 
extended beyond 22nd June, 1968, up to 21st June, 1969 in the first 
instance on an additional fee of Rs. 6 lakhs and then up to 21st Sep-
·tember, 1969 on a fee of Rs. 50,000 per month subject to the condi-
tion that the Consultants would take the residuary work, if any, 
without any extra fees, from their Head Office in Calcutta for a 
period not exceeding three months from 21st September, 1969. 

2.10. The Committee enquired the reasons for the further exten-
'sion of the agreement beyond June, 1968. They were informed that 
-at the time of the expiry of the first extension agreement in June, 
'196ft, the position of the work was reassessed. Though the erection 
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and construction of the Plant were more or less complete, some of 
the units of the plant could not be put through final acceptance tests. 
It was felt in June, 1968 that most of the obligations of the various 
contractors at Alloy Steel Plants would get discharged by the end 
of June, 1969 only. It was, therefore, decided to extend Dasturco's 
consultancy agreement by another 12 months with free services for 
a period of 3 months thereafter from Dasturco's Head Office, on a 
payment of Rs. 6 lakhs in all. It was also agreed that in regard to 
the free services, no fee would be payable but the actual expenditure 
incurred by Dasturco on travel to Durgapur and back would be re-
imbursed to them. 

2.11. The position of residual work was again reassessed on the 
expiry of the main contract on the 21st June, 1969 and the following 
emerged as the scope of the residual wor~: 

1. Completion of the oil firing system. 
2. PA & FA test of remaining equipment in the Sheet Mills. 
3. Full transfer of background technical infonnation and 

documents required by ASPICEDB in connection with 
items 01 remaining work and proposed additions and 
modifications. 

4. Certification and clearance of pending Bills and claims and 
disputes arising therefrom to the extent "the Engineer" 
is involved. 

2.12. Mis. Dastur Co.'s services at site were specially required for 
another three months for smooth and complete transference of tech-
nical information as at (3) above. The agreement was, therefore, 
further extended for a period of three months. 

It was felt that the rest of the items would be cleared by MIs. 
Dasturco within free period of three months of non-residential 
services. 

2.13. The Committee have also been informed that after the ex-
piry of the agreement with Mis. Dasturco on 21-12-1969, their asso-
ciation with the Project has ceased but as the Consultants have a 
lot of data I information I documents with them, it becomes necessary 
to make references to them at times. Such services are being ren-
dered by the Consultants without payment of any charges. It would 
also be necessary for the Alloy Steels Plant to consult Mis. Dasturco 
in settlement of certain claims of a few Contractors.' who have re-
sorted to arbitration. 

2.14. The Committee regret to note that in the qreement ent"red 
into with the Consultant for Alloy Steels Plant (MIs. Dastul'eo) in 
December, 1959, the payment of fee was linked to a certain period 
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of time instead of providin, fee for completion of specified works 
within- .tipulated 18riod with suitable penalty clauses for non-com-
pletiQD of work within the time limit. luspite of the experience of 
the original agreemeut the same defective provision was allowed to 
continue in the agreement for extension of consultancy services in 
lU5 due to nonocompletion of the work within the original schedule. 
As mentioned in paragraph 2.8 the Committee on Public Undertak-
in,s (Third Lok Sabha) r~ommended in April, ].966 that Govem-
ment should ensure that they did not in future enter into consul-
tancy agreements on these terms. The Cdlnmittee are distressed 
to note that although the Government accepted this recommendation 
in January; 1967, the agreement with the consultants was extended 
twice linking the additional rees with a period of time instead of 
completion of tbe remaining ''."ork. The Committee desire that this 
matter should be looked into by Govemment with a view to fixing 
the responsibility for entering into defective agreements in the course 
of extending the services of the Consultants, ignoring their own 
experience of the original agreement and the recommendation of 
the Committee on Public Undertakings. • 

(b) Agreement with a Consortium of foreign firms-supply of 
drawings. 

2.15. Clause 5(v) of the agreement with a Consortium of foreign 
firms (Mis. ISCON) who were entrusted with the construction of 
Durgapur Steel Plant provided as follows:-

"Subject to sub-clause (vi) of this clause, the contractor shall, 
if desired by the Engineer or the Government supply to 
Government on the taking over of any portion of the 
Works in accordance with clause 39 (Taking over) hereof, 
three sets of drawings of that portion as completed in suffi-
cient details for the day-to-day operation and maintenance 
of that Portion of the works. The property in any draw-
ings BO supplied shall vest in Government." . 

2.16. It would be seen from the above that the agreement provid-
ed for the supply of detailed drawings on the taking over of any 
portion of the works for the day-to-day operation and maintenance 
of that portion of the works. Thus during the interval between the 
completion of the Works and their actual taking over by the H.S.L. 
the detailed drawings were not made available by the ConsortIum, 
with the result that essential ,."ares for operation could J'I"t be 
arran~ed from the actual manufs(!turers but had to be procured from 
the Consortinm who had no manufacturing activitv of their own. 
Wh;}e scrutinising the price!! quoted by the Consortium for Power 
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Plant and Coke Oven spares, the Consultants pointed out that these 
prices were 20 to 25% higher than the corresponding "Check Prices" 
of the foreign manufacturers. In April, 1959 an agreement was reach-
ed with the Consortium whereby they agreed to make a fiat reduc-
tion of 6% in respect of the prices already quoted and to charge in 
future 10% . on the manufacturer's net price for the standard rationa-
lised items. 

2.17. The plant Management had up to March, 1965 purchased 
spares worth about Rs. 3.82 crores (inclusive of commission amount-
ing to Rs. 45.16 lakhs) from the Consortium. 

2.18. The Committee enquired the reasons for the supply of 
detailed drawings being made dependent on the taking over of the 
completed portion of the works instead of on the completion of its 
erection. They were informed that it is the normal practice to sup-
ply the drawings after a unit has been completely erected and tested, 
because during the process of erection and testing certain modifica-
tions/alterations may have to be made which may change the draw-
ings. Under normal conditions, there should not be any unduly 
large gap between the time a unit is completed and the time it is 
taken over. The time lag between the two can arise only if the unit 
fails to conform to the tests and major changes, either in the quip-
ment or design or layout, are necessary. If these aeftciencies are 
'Of a serious nature, the operation of the unit would, in any case not 
be possible. If on the other hand, the deficiencies are of a compara ... 1 

tively minor nature and affect only the performance guarantee of 
the unit-in the sense that the guaranteed production rates .or 
product-mix cannot be attained-in that event the equipment coul!! 
be put to use and a qualified certificate listing out the defects/deft-
ciercies could be issued to the contractor. In retrospect, they could 
say that what the Government did not envisage was that there would 
be an abnormal delay between the time of completion of a unit and 
its formal taking over. 

2.19. It was, however, admitted by HSL that even subsequently 
the matter was not taken up with the Consortium so as to make them 
agree to supply the detailed drawings immediately on the comple-
tion of erection of individual units instead of on their formal taking 
over. There was also delay in supply of drawings even after the 
taking over of a unit. Thus while the first two stages of the plant 
were taken over by April, 1960. M/s. ISCON started suppl~ng the 
detailed drawings sometime from the end of 1960. r' 

2042 (Ai!) L.S.-2. 
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2.20. In reply to a que,tion the H.S.L. stated that the contract. 
with Mis. ISCON was entered in1io' by the Government on 31st. 
October, 1956. Due to inadeq·uate experience and perhaps heavy 
realiance on the Consultants, which was inevitable in their case be-
cause tney had no experience of steel works construtcion, the Gov-
ernment had to go largely by the advice of the Consultants. It is. 
in this context that the centract for .one millien tenne plant should. 
be looked at. 

2.21. The agreement with ISCON, in certain areas, was not quite-
clear cut. The stipulation ragarding the supply of drawings was 
one such case. Normally the supply of drawings sheuld have been 
tied up with the pjlyment clause so that non-supply of drawings 
could net escape notice. This shertcoming was rectified in the cen-
tracts for expansien .of the Steel Plants. In these centracts the sup-
ply .of drawings was made an integral part .of the centract and unless 
the drawings were supplied in time, the payments were held up. 
Therefere the supply .of drawings fer the expansien had been better. 

2.22. The Co.Ymll1ittee alse diSCUSsed this matter during the ceurse 
of .oral evidenc of the representatives of the Ministry .of Steel and 
Heavy Engineering. The Cemmittee peinted .out that there were 
deficiencies not .only in the centract entered 'inte with Mis. ISCON 
but alse in the agreements with the Censultants fer Durgapur Steel 
Plant (International Construction Company) and the Alloy Steels 
PIant (MIs. Dasturco). These agreements did net centain any finan-
cial penalty clause for any failure on the part .of the Censultants. 
In the agreement with Mis. Dasturce, the payment .of fee was alsO' 
related to a certain period .of time instead .of the completien of werk. 
Asked whether any legal advice was taken before signing these cen-
taets, the Secretary of the Ministry stated as fellews: 

"Legal advice was taken. But if you ask us whether we 
weuld do the same thing again we perhaps would not. 
We have a certain modified procedure for doing this. But 
procedurally, aU "the people required to be consulted were' 
bv and large consll1ted-the Law Ministry and ethers. We" 
h~ve more eXperience of these collaboration agreeMents 
today than we had then. We have now all the eXl)erience 
of the mistakes that have been committed which they did 
not have." 

U3. The Committee· repet to Dote that the agreement witb the 
CoJIsortium (M Is. ISCON) for construction of Dur.rap17'1' Steel Planf 
41d not contain s'altable provisions for use tbe supplY of detailed 
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drawings simultaneously with the completion of the erection of a 
unit. The result was that the essential spares for operation of the 
plant had to be procured from the consortium, who had no manu-
facturing activity of their own, resulting in avoidable payments in 
the nature of middle man's profit. The Committee note the state-
ment made by the Secretary of the Ministry of Steel & Heavy Engi-
neering that. the lacuna in the agreement was due to inadequate 
experience at the time of such collaboration agreements. As pointed 
out in para 2.22 above there were several deficiencies in agreements 
entered into with other consultants/collaborators also. The Com-
mittee, therfore, recommend that Govemment/Bureau of Public 
Enterprises should undertake a review of all important agreements 
entered into with consultants/collaborators by the Governmentl 
Public Undertakings and evolve guidelines in the light of the experi-
ence gained thereby, for entering into such agreements in future. 
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PRODUCTION PERFORM/1NCE 
<a> General 

3.1. The Hindustan Steel Ltd. has under its control the following 
integrated steel plants for the production of mild steel:"':"" 

1. Rourkela Steel Plant 
2. Bhilai Steel Plant 
3. Durgapur Steel Plant 

Rourkela Steel Plant 

3.2. Rourkela Steel Plant was the first steel plant to be built in 
public sector. It has been set up with the coUaboratiOll of West 
Germany. It introduced in the country L.D. process of steel making. 
Rourkela exclusively produces flat products such as plates and 
sheets. It has got a pipe plant which manufactures ERW (electrical 
resistant welded> pipes. 

3.3. Starting with a capacity of 1 million tonnes of ingot steel, 
Rourkela Steel Plant has undergone expansion to 1.8 million tonnes 
rated capacity. Recent additions to Rourkela are a tan~m cold 
reducing mill, electrolytic tinning lines and galvanizing lines. 

Bhilai Steel Plant 

3.4. After Rourkela came Bhilai Steel Plant built with Soviet 
collaboration. Work on this plant started in 1965, and first blast 
furnace was commissioned in 1959. The main products of Bhilai 
Steel Plants are rails aJ3d heavy structurals, billets, blooms, wire 
rods and light structurals-beams channels, angles, flats and bars. 
Although initially it had a capacity of 1 million tonnes, it has been 
expanded to 2.5 million tonnes. Bhilai is now set for further expan-
sion to 4 million tonnes rated capacity. 

D1.I.rgapuT Steel Plant 
3.5. The Durgapur Steel Plant was built with the assistance of a 

consortium of British steel making firms (ISCON). Durgapur pro-
duces special items for the railways wheel and axle sets, sleeper 
bars,flshplates, etc. It also produces skelp, light structurals and 
other construtdon materials, billets etc. As in the ease of Rourkala 

12 
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and Bhilai, Durgapur Steel Plant had initially a rated capacity of 
1 million tonnes but has undergone further expansion to 1.6 milllon 
tonnes; . 
(b) Rated capaeity vis-a-vis actual production 

3.6. The following table shows the rated capacity, attainable 
capacity vis-a-vis actual production of P.S.L. as a who1.e and for its 
three steel plants in respect of ingot steel during the last three 
years: 

(in thousand tonnes) 
{ , I 1967·68 1968-69 1969·70 
Rated capacity 4916 S400 S680 
Attainable capacity . 3691 4226 4680 
Actual production 3447 3720 378t 

twAgc on rated carcaclty: 70 69 67 
t.Aae on attainJb e capacity 87 88 80.8 

Rourlcela Stlel Pla"t 

Rated capacity . 1400 1800 1800 
Attainable capacity 1000 1200 1400 
Actual production 924 1162 Jt04 
%'lSC on rated clpacity 66 64'6 61'3 
% age on attainable c!lpacity 92-4 97'2 78-9 
BailtJi St"l Plant 
R'lted cap:lClty 2500 2500 2500 
Attainable capadty 2206 2226 2180 
A~u:l1 pro:luction 1785 1735 1859 
%'\IC on rated capacity 71,4 69'4 74'4 
%'lge on attainable capacity 80-9 77'9 85' .1 

Durgapur Ste,l Plant 
Rate clpa:ity 1016 1100 1380 
Attainlble capa;ity . 755 800 1100 
Actual production 738 823 818 
%'tge on rated clpacity 72'6 74'8 59'3 
%ige on altainabl: clpa:ily 98'0 103 74'4 

3.7. It is seen from the above table that the total production of 
steel ingots in the three steel plants of HSL had come down from 
70% of the rated capaicty in 1967-68 to 67% in 1969-70. In the case 
of Rourkela and Durgapur Steel Plants, the produtcion in 1969-70 
had gone down as low as 61.3% and 59.3% of the rated capacity 
respectively. In Durgapur Steel Plant, the prodUction was even 
less than that achieved before the expansion of the plant. The pro-
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duction in 1969-70 was only 8.18 l.8kh tonnes as against 10.06 lakh 
tonnes in 1964-65.-

3.8. The Committee r~gret to note that the produtclon was not 
only subtantially lower than the rated capacity but even lower than 
the attainable capacity which according to the management had been 
arrived at after taking into consideration the normal gestation period 
and other constraints like imbalances arising out of lack of matching 
facilities with the chain of produdion. 

The lower production of steel as compared to capacity means 
higher cots of production and financial loss to R.S.L. and produces 
a heavy impact on the whole economy. There has been considerable 
scarcity of steel in the market resulting in high open market prices. 
The import of steel to meet the demand also results in loss of valu-
able forign exchange. Had the three steel plants worked to their 
rated capacity, an additional 18.99 lakh tonnes of ingot steel would 
have been available to the country. It is, therefore, imperative 
that urgent and eRective steps are taken to improve production 
performance of the steel plants. 

(c) Reasons for low production 

3.9. The main reasons advanced by the H.S.L. for non-achievement 
of the rated capacity by each of the three steel plants were as fol-
lows:-
Rourkela Steel Plant 
1967-68 

3.10. The shortfall in production was mainly due to:--

Labour troubles arising from the inter-union rivalry which led 
the plant to shut-down in August/September, 1967 and again in 

-The Committee were Informed that the rated capacity for ingot steel and finished 
achieved by Tata Iron Steel Company Ltd., and Indian Iron and Steel Company 
Ltd., during the last three years was as follows ;--

Tata Iron and Stell Company Limittd 

Rated capacity 

Year 
t9Q-69 
1969-70 . 
t970-71 . 

Ingot steel Saleable Steel 
(OOOmetric toones) 

2,000 1,500 

Actual Producti(ln Actual Production 
1,816(91 %) 1,465(98%) 

1,708(85%) 1,440(96%) 
1,715(86%) 1,375(92r..> 



IS 
.',/dia t Ion a Id Steel C""..,any Limited 

Ingot Steel Saleable Steel 
(,OOOmetric tonnes) 

Rated Capacity 1 ,000 800 

Year Actual Production Actual Production 

1968-69 • 
1969-70 . 
1970-71 . 

777(78%) 
700(70rJ 
627(63%) 

(FiJures in brackeu show the percentaac utilisation) 

64Q(80%) 
5 x(71 %) 

523 (66%> 

. October, 1967. The trouble in October, 1967 ~ffected the productl-:>n 
right upto November, 1967. Additionally there were labour trou-
bles in the traffic department, pig casting machines, refractories 

·department and the plate mill during May/July, 1967. 
1968-69 

3.11. The production was affected on account of:-
1. Modification to the 3 converters at the milHon tonne stage. 
2. One of the pickling lines was taken down for revampting 

during June, 1968. . 

3. Maintenance problems in the stripper yard. s1abbing mill 
and the hot strip mill on account of non-availability of 
spares. 

1969-70 
3.12. The low production was mainly on account of labour 

troubles which continued practically throughout the year. The 
troubles in December, 1969 and January, 1970 were such as to neces-
sitate blanking of an entire coke oven battery and banking of a 
blast furnace. As a result, the operations in the units down the line 
had also to be scaled down. The trouble lasted for nearly a month 
and its after effects continued in February, 1970. 

3.13. In the cold rolling mill complex, the major bottleneck was 
at the pickling stage on acccount of non-availability of the old 
pickling line which had been taken down in June, 1968. In addition 
to the teething troubles in the new units commissioned during the 
year, there was also substantial backlog of maintenance in the 
critical units which had to be made good. 
Bhilai Steel Plant 
1967-68 

3.14. The recession in demand persisted during the year. Pro-
duction was further restrained due to heavy stocks being carried. 
Output would have been still less but for substantial increase in the 
steel exports which the plant achieved (which rose from 30,000 T 
in 1966-67 to 237,000 T in 67-6&). 
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1968-69 
3.15. Apart from the effect of recession which continueJ during 

the first half of the year, the performance of the plant wu aff.ected 
due to an increase proportion of output for export which constituted 
27 per cent of the total production compared to 20 per cent in 67-6& 
and 4 per cent in 66-67. The manufacture of these stt-el products 
involved specificaUons/standards in respect of quality 8.1 length 
different from those of the production meant for home market. 
This affected the rate of production at the Mills. Rolling of 18 m~ter 
length rails for export was carried out for the first time . 

. 3.16. Explosion of Turbo Blower No.6 on 27-10-68 had contributed 
to the shortfalls in the production at major units of the plant during 
the rest of the year. 

,1969-70 
3.17. (i) Uneasy industrial relations situati'on prevailing during 

the period May-September, 1969 in vital areas of activity, viz., Rail 
Transport, Steel Melting Shop and Blooming Mill. 

(ii) Shortage of required quality and quantity of refra(.'tcries 
for repairs of Open Hearth Furnances and soaking pits and casting: 
pit refractories. Due to the above reason Open Hearth Furnance 
No. 2 was down for a period of 154 days for capital repairs ngainst 
theis schedule of 60 days. Repairs schedules of furnances could not 
often be adhered to; some repairs had to be skipped over with the-
result that furnanuces had to operate at lower effici'ancy levels. 
Magnesite peas/powder had been a serious problem that h"ls affected 
production adversely. 

(iii) Sub-standard performance and lesser avaiIabiHty of the-
imported locomotives. Bulk of the available locos are due for their 
capital repairs after 10 years of service. The capital repairs pro-
gramme got affected for lack of heavy maintenance facilities and 
difficulty in procurement of spares. 
Durgapur Steel Plant 
1967-68 

3.18. The persistent labour troubles lasted with varying inten-
sity practically throughout the year. This not only caused signficant 
loss of production but hindered the measures to restore the Plant 
to normal production efficiency in the light of the recommendations 
of the Pande Committee. During the peak period of labour unrest. 
even a modest level of production could be sustained often at grave 
risk to plant and equipment. Recourse had to be taken to a lay-
off in the Merchant Mill from the 9th February to 12th March, 
1968 as a result of continued slow-downs by a s(>ction of the workers 
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backed by an illegal strike. In the face of sustained labour indiaci--
pline throughout the year, utm'Ost restra.nt had to be observed to-
keep the plant in operation in the larger national interest. 

3.19. Renovation of coke oven battery No. ~ was completed and 
that 'Of No.2 was still in progress at the end of the year. A thorol~gh 
technological study revealed. that battery No.1 needed to be re-bult 
Furnace No.4 was put into operation in December, 1967. 

1968-69 

3.20. Except for brief periods of relative calm, the industrial-
relations situation remained seriously distrubed almost through out.. 
the year. There were a number of eases of interruption of work 
without notice, strikes, bundhs and intimidation of officers and men. 
the more serious of which led to a layoff of the entire wClrkers of" 
the Rolling Mills during September, 1968 in which the stliking 
workers shut off the water supply to the reheating furnances of the 
Rolling Mills causing severe damage to' the equipment. 

3.21. The Management declared a lockout in the Finance Depart-
ment from November, 1968 to January, 1969 after a strike launched. 
in protest against the installation of an Electronic Computer. 

3.22. Despite persistent disturbed industrial relations, the plant 
improved substantially upon the previous year's performance in. 
respect of pig iron and steel ingots. The same trend was not reflect-
ed in saleable steel production mainly as a consequence of a lay~ff 
In the Rolling Mills in September, 1968 and the resulting loss of 
output. Repairs to the Coke Oven battery No.3 and the bulk of 
r.epairs to coke over battery No. 2 were completed during the year. 
Coke oven battery No.1 was shut down for re-building in November, 
1968. Blast furnances No.1 and 2 were re-commissioned after re-
lining during June, 1968 and February, 1969 respectively. 

3.23. One of the major j-mpediments too be overcome in the con-
text of the programme of clearing the backlog of maintenance was. 
the shortage of critical spares, mostly of imported origin. A high 
level team was deputed to U.K. in September. 1969 to speed up the' 
ordering of these spares and expedite deliveries. Based on the con-
tracted deliveries, plans have been laid for carryingu<lt capital' 
repairs to the major equipment Skelp Mill was comm!ssioned in-
July, 1968. 



18 

.1969-70 

3.24. Labour troubles continued in its various forms during the 
year. Additionally, there were a series of illegal strikes, the worst 

,one being on the 25th March. 1969 followed by Bengal Bundh on 
.the 10th April, 1969, Durgapur Bundh on the 4th June, 1969 and a 
lightning strike in the coke ovens on the 11th December, 1969. 
Added to this, there was heavy absenteeism during certain mDnths 
to be reckoned with which further hampered the performance of 
the plant. 

3.25. Additional facilities in the Steel Melting Shops under the 
.expansion scheme could not be put to use mainly due to dispute 
·over the manning issue and other troubles. One Hearth Furnace 
No.9 under the expansion scheme could be commissioned only in 
August, 1969. Further, mainly labour troubles and partly non-
availability of spares delayed the remedial measures to the break-
down in the various units caused to a certain extent due to backlog 

,af maintenance. 

3.26. To sum up the main reasons advanced for -non-achievement 
. of the rated capacity in the three Steel Plants were: 

1. Labour Troubles 
2. Recession 
3. Shortage of refractories of required quality and in required 

quantity 
4. Sub-standard performance and lower availability of the 

locomotives 
5. Backlog of maintenance due to shortage of critical sparp.s 

mostly of imported origin. 

Some of these factors are analysed in the following paragraphs: 

(i) Refractories 

3.27. Refractory 'bricks of various kinds are required by the steel 
1'lants. The annual Report of H.S.L. fOIl 1969-70 mentioned that in 
the year under revi~w shortages of refractories became even more 
pronounced than last year and were a serious impediment to raising 
production. The shortage covered not only basic refractories for 
Open Hearth Furnaces but all types of refractories including basic, 
,silica and fire clay refractories affecting the programme of repairs 
to Coke Ovens, Blast Furnances, Open Hearth Furnanccs, Soaking pits 
.and Reheating Furnances. Pouring refractories used in the pit side 
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IOf the Steel Melting Shops were another category of refractories 
·where quality deteriorated and acute shortages in supplies develop-
ed. This affected steel quality adversely and curbed production of 
JSpecial steels. 

3.28. To ease the situation imports had to be arranged of substan-
tial quantities of refractories. While orders were placed for Rs. 1.8 
.crores of refractories in 1969-70, the orders during 1970-71 were like-
ly to be of the order of Rs. 10 crores. 

3.29. In the context of the urgent need to expand the capacity in 
the country for the production of high quality refractories, the Cen-
tral Engineering and Design Bureau had prepared a faasibility report 
lor a Refractories Project designed to manufacture initially 60,000 
tonnes of fire clay refractories, 30,000 tonnes of basic refractories and 
10,000 of silica refractories per year. The Government have decided 
to set up a refractory plant at Bhilai with a capacity of 1,00,000 
tonnes, after due consideration of the installed capacity of the re-
fractory units in the private sector and economies of this project. 

3.30. In this connection, the Committee find that as early as Janu-
.ary, 1961 at the instance of Government, the H.S.L. entered into an 
. .agreement with a foreign firm for deputing a team of three experts 
for the preparation of a Preliminary Project Report for a refractory 
plant of sufficient capacity to meet the requirements of basic, silica 
and fire-clay refractory bricks for the steel plants. The foreign 
experts, in association with an Indian consulting firm, submitted the 
Preliminary Project Report on' 19th December, 1961 at a cost of 
Rs. 1.06 laldts which envisaged the establishment of the refractory 
plant at Bhilai for the manufacture of 80,000 tons of fire-clay bricks 
and 45,000 tons of basic bricks. 

3.31. On 26th December, 1961, the H.S.L. appointed a Technical 
>Committee to look into the Preliminary Project Report. The Com-
mittee recommended in March, 1962 the establishment of the pro-
posed refractory plant. One of the members of the Committee had, 
however, observed in his minute of dissent that there was no justi-
fication for an additional plant from the stand-point of quantity, 
'quality or cost. 

3.32. In July, 1962 the H.S.L. approached Government for Per-
mission for the preparation of a Detailed Project Report. In March, 
1964 Government accorded the necessary permission and in June, 
1964 the H.S.L. entered into an agreement with the foreign firm for 
the preparation of the Detailed Project Report at a cost of Rs. 15.98 
b~ -
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3.33. The Detailed Project Report was received in May, 1965 an.d 
envisaged the setting up of a plant with capacity of 1,84,000 M. tons. 
of magnesite and fire-clay products per year at an estimateJ cost of 
Rs. 133.24 millions. 

3.34. In June, 1965, the H.S.L. constituted another Technical Com-
mittee to examine the Detailed Project Report. This Committee also· 
recommended in August·, 1965 the setting up of refractory plant at 
Bhilai at a cost of Rs. 158.6 million. 

3.35. While examining the report of the second technical Com-
mittee it was noticed by the H.S.L. that some aspects like the neces-
sity for the suggested capacity vis-a-vis the indigenous capacity inl 
the country and the details about the availability of the f'iW mate-
rials had not been gone into by it in detail. Meanwhile, the Indian 
Refractories Makers' Association made a representation tl) Govern-
ment that they would meet most of the requirements of the steel 
plants themselves and that the establishment of another factory in 
the Public Sector was not necessary. In view of this and also of 
the facts that demand assessment had to be re-examined lind there 
was no certainty about the raw material base, Government decided 
on 19th September, 1966 to drop the proposal of setting up the re-
fractory plant after incurring a total expenditure of Rs. 17.04 lakhs 
on the preparation of Preliminary and Detailed Project Reports for 
the proposed refractory plant. 

3.36. The Committee were informed by H.S.L. that "the Techni-
cal Committee appointed by H.S.L. to consider the Detailed Project 
Report prepared by Soviet side strongly recommended establish-
ment of such a plant. H.S.L. also requested that such a plant should 
be set up in public sector to cater to the Steel Plants. In a meeting-
held in December, 1965 in which representatives of Ministry of Iron 
and &teel, Ministry of Finance, Ministry of Industry and DGTD' 
partiCipated, it was decided that the project will be dropped because· 
of a crash programme undertaken by refractory industry during the' 
period 1962-65 due to which they felt that the refractories jndustry 
in the private sector would be able to meet the demand during the 
Fourth Plan period and beyond till a target of 13 million tonnes steel' 
production. This decision to drop the proposal was srcc.rdingly· 
communicated by the Government to H.S.L. However, H.S.L. has· 
been firmly convinced that without the proposed refractories plant, 
the steel plants will run into serious difficulty due to the inability' 
of private sector refractories industry to meet the growing demands 
of the steel industry. This view has been fully justified by the pre-
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~~t serious situation in availability of refractories for the sLeel 
plant." 

3.37. The Committee were, however, informed by the Ministry of 
'Steel & Heavy Engineering that the decision not to set up a refrac~ 
"tory plant in the 'public sector was taken in December, 1965 in con-
sultation with the concerned Government agencies. The assessment 
of the situation made at that time indicated that, excep for cRrbon/ 
-graphite refractories, there was sufficient capacity in the country to 
meet the demand for refractories by the iron and steel industry dur~ 
fng the Fourth Plan period. The demand for carbon/graphite re-
1ractories was very small which would not justify the settin~ up of 
'a refractories plant at the cost indicated by t.he USSR Government. 

3.38. The decision not to set up the refractories plant had been 
'taken by Government on the basis of its own assessment, although 
'the Indian Refractory Makers Association had also represented to 
Government that the creation of additional ::apacity would not be 
justified. 

3.39. According to the Ministry it appears that the indi~('nous 
refractory makers have of late not been able to meet the require-
'IIlents of the Steel Industry mainly for the following reDsons:-

(A) During the period of recession, the refractor~' industry 
suffered some set-back. Some capacity was either closed 
down or did not go into operation. Further, the normal 
growth otherwise expected, did not take place. 

'(B) Larger size units of coke ovens blast furnaces, Steel 
Melting Shops etc., installed during expansion and new 
facilities call for more strict specifications which refrac-
tory manufacturers have not been ahle to meet. 

,(C) Specialised requirements such as op.sic refractoriecz and 
Silica bricks have increased. The former are required tor 
the introduction of oxygen lancing j" Open Hearth }<'ur-
naces and the latter not only for new coke OVen!Ol at 
Bokaro and Bhilai but also for rebuilding of coke ovens 
at Durgapur and a new one at TISeO. After a period of 
stagnation during recession the ind\Ii'ltry was not able to 
gear itself immediately to meet thi, sharp increase in 
demand. 

'10) Labour unrest/strike in some, units. 
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3.40. The Committee view with concern the shortage of relrac--
tories required by the Steel Plants which according to HSL was a 
serious impediment to raising production. In spite of long estab-
lished refractory industry in India HSL to import substantial quan-
titieli of refractories at considerable cost. The orders for imports 
during 1970.71 were Uke)'y to be of the order of Rs. 10 crores. The' 
Committee, however, feel that with proper planning and foresight 
it should have been possible to place orders for the import of refrac-
tories well in time to avoid shortfall in production due to the shor-· 
tage of refractories. 

The Committee have also been informed that for the production-
of high quality refractories, the Government have decided to set up' 
a refractory plant in the public sector at Bhilai with a capacity 
of 1,00,000 tonnes after due consideration of the installed capacity 
of the refractory units in the private sector and economies of this 
proje-~t. It is unfortunate that an earlier proposal to set up a refrac-
tory plant of suilident capacity to meet the requirements of the 
steel plants, was dropped by Government in December, 1965 after 
incurring an expenditure of Rs. 17.04 lakhs on the preparation of 
Preliminary and Detailed Project Reports. 

3.41. According to the Ministry, the assessment of the situation 
made at that time indicated that except for carbon and/or JP'aphite 
refractories there was sufficient capacity in the country to meet the 
demand for refractories by the Iron and Steel Industry during the 
Fourth Plan period. On the other hand, the Committee were in-
formed by HSL that they were firmly convinced that without the 
proposed refractories plant, the steel plants will run into serious 
difficulty due to the inability of private sector refractories industry 
to meet the growing demands of the steel industry for the refracto-
ries of required quality. The view of HSL has been justified by 
the present ser:ous situation caused by the non-availability of refrac-
tories of the requisite quality and quantity for the steel plants. 
The Committee have not been infromed of the reasons which led 
the Government to a conclusion contrary to their own earlier deci-
sion and the views of the R.S.L. The Committee have been inform-
ed that the decision for not setting up the refractories plant bad 
been taken by Government on tbe basis of its own assessment al-
though the Indian Refractory Makers Association had also represent-
~d to the Government tbat the creation of additlonal capacity would 
not be justified. The Committee, bowever, have the apprehension 
tllat the decision of Government was largely infil.renced by the 
representation of IndIan Refractory Makers Association rather thaD 
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by their own reaUs~ assessment of the prospective demand and~ 
supply for the refractories after takinK into consi'deration tbe views, 
of H.S.L. The result has been that there was loss of production of 
steel due to shortaKe of refractories and avoidable expenditure on 
import of relractories. The Committee note that the Government 
liave taken a decision to set up a Refractory Plant in the Public 
Sector and are of the opinion tbat there is need for making realistic 
demand surveys befor deciding to set up a project or otherwise in 
futu,re so that the projects are set up in accordance with the realistic 
demands. 

(ii) Locomotives 

3.42. Another reason for shortfall in production in Bhilai Steel 
Plant was stated to be sub-standard performance and lesser avail-
ability of the imported locomotives, bulk of which were due for 
capital repairs after 10 yea!s of service. The capital repair pro-
gramme could not be adhered to due to lack of heavy maintenance 
facilities and difficulty in procurement of spares. These were n'ow 
being installed as supplmentary to 2.5 million tonne plant. 

3.43. The Committee find that' this matter was also considered by 
the Committee on Public Undertakings (Third Lok Sabha) in 1966: 
in their 30th Report on BhUai Steel Plant. At that time the Com-
mittee were informed taht the 37 Russian Diesel Locomotives pur-
chased for one million tonne stage were found unsatisfactory and' 
spare parts had constantly to be obtained from Russia for their' 
repairs. The maintenance cost of these locomotives was also ex-
tremely high i.e. Rs. 80,000 per annum as compared to Rs. 13,000-
per annum for other locomotives. The operational efficiency of these-
locomotives was also low. FOT the 2.5 M.T. expansion stage the plant' 
refused to purchase these locomotives and 19 locomotives were pur-
chased from Czechoslovakia. 

The Committee enquired from the Ministry whether any adverse 
reports about Russian locomotives had been received by the autho-
rities at the time of the purchase of these locomotives. They were 
informed that these ,locomotives were part of the total equipment 
for the steel plant supplied by U.S.S.R. No report either adverse' 
or otherwise about these Russian locomotives was availabl at that 
time. 

, I ' , , 
Ynlormation was also sougbt from, the Ministry in writing whe-. 

th~r the type of locomotives supplied to Bhflai Steel Plant were in 
Use in U.S.S.R. Steel Plants and were the Russians satisfied about 
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;their performance and whether the Russians had supplied these 
.types of locomotives to other countries also. The Ministry, however, 
replied in December, 1970 that "no information is available." 

3.46. Subsequently the Ministry informed in July, 1971 that the 
.soviet authorities had reported that at the time these locomotives 
were supplied, they had been in use in the U.S.S.R. for two three 
years. They could not, therefore, be considered to be of an old 
.model. They were reported to have worked satisfactorily in the 
U.S.S.R. Soviet authorities had also informed that there was no 
performance report from the Steel Plants in U.S.s.R. as at that time 
these locomotives had been used only for 2-3 years. There were, 
however no complaints about their performance. 

The Committee were also informed by the Ministry that these 
locomotives were stated by Soviet authorities to be still in use in 
U.S.S.R. although gradually they were being replaced by more 
'modern locomotives. It is understood that in U.S.S.R. the Locomotives 
'had been working satisfacrolily without repowering for 5 to 110 years. 
If a locomotive worked satisfactorily for 8 to 9 years, in U.S.S.R. it 
was considered to have performed well. After 12 years some re-
placement etc., would be necessary. 

It was further stated that defective performance of thse locomo-
tives was confiend to their diesel engines. Otherwise, the locomo-
tives were found to be sturdy. The advice of Shri Suri, Ex-Director 
'Central Mechanical Engineering Research Institute and of the 
'Research De&ign and Standards Organisation (R.D.S.O.) of the Indian 
'Railways was sought. Detailed studies were carried out on the 
basis of which it was decided to repower locomotives with CAT jD-
:379 diesel engines. The two locomotives which were so repowered 
in the first half of 1970 had been performing satisfactorily. Further, 
11 decision had been taken to repower the remaining U.S.S.R. loco-
motives with MAN diesel engines on the advice of Resarch Design 
and Standards Organisation, Lucknow. Orders for two such engines 
bad been placed on Gardenreach Workshop, Calcutta. Of the 37 
'U.S.S.R. locomotives, 18 whose performance was not satisfactory, are 
planned to be repowered in this manner. The other locomotives 
whose performance was better, will be used without any repowering. 

3.47. The Committee are unhappy to note that even after it 
"beeame apparent that the sub-standard perfol"mance of these loco-
'1Ilotlvs wasereatlnr bottleneck in lotema} transport, no timely 
measures were taken to improve the posUion. Although about four 
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years have elapsed since the Committee examined the workill8 of 
the plant earlier, the same reason namely inadeqUacy of locomotive.-
lor internal transport is being advanced as one of the reasons for 
low production. The Committee are distressed to find that it was 
only in the first half of 1970 that two of these locomotives were re. 
powered with CATD-379 diesel engines to improve their performance 
on the basis of detailed studies carried oUit by Shri Suri, ex·Director 
of Central Mechanical Engineering Research Institute. The Re· 
search Design and Standard Organisation of Indian Railways have 
suggested the replacement of existing locomotive engines by MAN 
diesel engines. The Committee are unable to understand why the 
Central Mechanical Engineering Research Institute/the Research De· 
sign and Standards Organisation of Indian Railways could not be 
consulted earlier to obviate the Transport dltllculties which have for 
several years been adversely affecting the workin, of Bhllai Steel 
Plant. The Committee would urge that the remedial adlon in the 
form of repowering the locomotives may be taken expeditiously if 
justified by the result of performance of the locomotives which have 
been repowered in early 1970. They would also like to be informed 
of the action taken and the improvement effected i1!I the perfor. 
mance of the locomotives as a result thereof. 

(d) Durgapur Steel Plant-Wheel and Axle Plant 

3.48. One of the units of the Durgapur Steel Plant in which the 
production has been much below the rated capacity is wheel and 
axle plant. The follOWing table shows the production performance 
of the plant during the last six years:-

_ •. ~ __ "'R" '~"""'."_"'_"'_' ___ 
._. ________ . __ C_Tn '000 to_I'Inl's) _ 

1964-6S 1965-66 1966-67 1967-68 J968-69 1969-70 

Rated c'lpacity S7 51 S7 S7 66 72 
.Actual produc-

21 20 16 11 lion 33 32 
Age of actual pro-

du::tion to 
rate:! C1Pl-

S6.1 36.S 3S.1 24.2· 1S·3 city SS 

It would be seen from the above table that the production has 
been constantly going down and was only 15_3 per cent of the rated 

.capacity in 1969-70. 

3.50. While examining the working of Durgapur Steel Plant in 
1965-66, the Committee on Public Undertakings commented upon 
2042 (Aii) L.S.-3. 
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the porformance of the Wheel & Axle Plant also. In para 34 of their 
29th Report, the Committee observed as follows:-

"The Committee are concerned over the low production in the 
Wheel and Axle Plant. They understand that certain 
measures have been taken to improve the working of the 
Plant, e.g. installation of Electric Furnace in the 3.5 mil-
lion tonnes expansion for better control over the quality 
of steel, provisions of extra rough machining capacity and 
rectification lathe, etc. However, considering that it is 
more than three years since the plant was commissioned, 
the time taken in realiSing the deficiencies and rectifying 
them has been too long. The performance of the plant 
has not been satisfactory. This was also admitted by the 

Secretary of the Ministry. The Committee urge that im-
mediate steps should be taken to improve the working of 
the Plant and to achieve the rated capacity." 

3.51. While furnishing the replies showing action taken on the re-
commendation of the Committee, the Government infonned the Com-
mittee in January, 1968 that 

(i) The recommendations of the Pande Committee in this re-
gard had been accepted and were under implementation. 

(ii) Some additional facilities had already been ordered and 
were expected to be installed shortly. 

(iii) Action was ~ing taken to augment the supply of Wheel 
Steel in pursaunce of a Report submitted by two foreign 
exparts in January, 1968. 

3.52 .. It was expected that production \\'Quid improve after the 
above steps were implemented. MeanWhile, as an interim measure, the 
steel making facilities at Alloy Steel Plant were also pressed into 
service. 

It is however, noticed that instead of any improvement there was 
further deterioration in the production performance of this plant. 
The total tonnage of wheel sets assembled had come down from 
33,000 tonnes in 1964-65 to 11,000 tonnes in 1969-70 and the percen-
tage of rated capacity achieved during th~ corresponding period 
came down from 58 per cent to 15.3 per cent. 
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3.53. The low production in Wheel & Axle plant also a1!ected the 

production of rail-coaches and wagons. During ·the course of oral 
evidence the representative of the Ministry admitted that the low 
production in the Wheel & Axle Plant 'had badly affected the Rail-
ways'. As against their apnual requirements of about 45,000 wheel 
sets the number of' wheel sets actually produced during the year 
1967-68 to 1969-70 was as follows:-
--_ .. __ ._---_ •.. _-_._------

Year 
------ .-------.-... -.--------
1967-68 . 

1968-69 . 

1969-70 . 

Numbers produced 

IS,420 

12.732 

9,040 ---_ .. __ .. _-----_._-----......... _----- ....... _-_. __ .... -...... _---_ ... ---_. __ . 
3.54. The Committee were also informed by the Bharat Earth 

Movers Ltd. that the only major item which was being imported by 
their Rail coach Division was the wheel sets. An experimental order 
for development and supply pf wheelsets' for 300 coaches (for one 
year's requirements) had been placed on Durgapur Steel Plant on 
22nd July, 1968. However. they had received so far wheel-sets for 
two coaches only. Since there is insufficient capacity in the country 
for manufacture and supply of wheelsets required by the Railway 
Board and the integral coach factory, the Railway Board has been 
releasing foreign exchange for import of the same. 

3.55. The Committee enquired whether the measures suggested 
by the Pande Committee and by the foreign experts' were actually 
implemented. They were informed that even though various 
measures recommended by the Pan de Committee and suggested by 
the foreign experts were implementd it has not been possible to 
increase the production of wheel and axle plant on account of the 
labour troubles in the wheel and axle plant itself and the general 
disturbed situation in the plant. In this context, it may be men-
tioned that in an integrated steel plant the overall conditions also 
have an important bearing on the performance of a particular unit. 
As it has not been possible to increase the steel production, the 
performance of the wheel and axle plant has also been correspond-
ingly less. 

3.56. Tbe Committee are not satisfied witb the reasons advanced 
for abnormal low production in wheel and axle p.ant. They agree 
that in an bltell'8ted steel pl .. t the o\'erall condit!oas han an 
important bearln; on the perfOl'lll .. ce of a partlc!ular unit. Tbe 
Committee, bowever, find tbat the production ill 1169-'10 in the wheel 
and axle has only been about 15 per cent of the rated capadt,. 
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whereas the production of steel ingots was about 6D per cent of the 
rated capacity. The overall low production of steel in Durgapur 
Steel Plant could therefore hardly explain the unsatisfactory pro-
duction performance of the Wheel and Axle Plant. The low pro-
dudion in this plant not only resulted if loss to H.S.L. but also 
aRected the production· of railcoaches and wagons. There was also 
drain of foreign exchange on the import of wheelsets which became 
necessary due to low production in this plant. One of the reasons 
for low production as pointed out by Audit was that "there was 
lack of control over the production of ingots of required sizes." The 
result was that these ingots did not give the required number of 
wheel blocks and consequently there was lower yield and lower 
output of finished wheels. This matter has been analysed in detail 
in the following paragraphs. The Committee recommend that the 
Ministry should make a detailed enquiry into the working of this 
unit to find out the real reasons for abnormal low production and 
remedial measures should be taken to improve production perform-
ance. 

Lack of control over the production of ingots of required sizeS 

3.57. In the Audit Report (Commercial), 1966 it was pointed out 
that the Wheel and Axle Plant of the Durgapur Steel Plant producer 
railway wheels from steel ingots manufactured for the purpose in . 
one of the open Hearth Furnaces. Normally one ingot of a size of 
90" to 96" is expected flo yield 3 wheel blocks of 23 118" to 24 718" 
allowing for a wastage of 15" to 26". 

3.58. Out of 47,561 ingots used for wheel making during the period 
from January, 1963 to April, 1965, 10 per cent to 57 per cent of 
ingots were deficient in length, with the result that only 1,25,260 
wheel blocks could be made during that period as against the normal 
yield of 1,42,683 blocks. Out of the remaining 17,423 odd-size blocks 
weighing 16,726 M. tons, blocks weighing 2,424 M. tons had to be 
remelted at a cost of Rs. 2.25 lakhs, while another quantity of 
10,747.202 M. tons was sold at a loss of Rs. 14.84 lakhs. The bulk of 
this expenditure could have been avoided if ingots of the proper 
size had been manufactured. 

3.59. In this connection, the Ministry informed Audit in August, 
1965 that "for any new Plant, the first few years are the adjusting 
time" and that, although "all precautions are normally taken to get 
the maximum sized ingots", there were certain practical difficulties 
for which optimum results could be obtained. 
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3.60. The Committee enqui1'ed the reasons for the production of 
short length steel ingots. They were informed that Wheel Steel is 
made in Open Hearth Fumance No. 8(H) and then through teeming 
ladles steel is poured into fluted ingot moulds. There is shrinkage 
of metal on solidification reducing the length of the ingot. In this 
process ingots of short length to some extent are inevitable. Further, 
the wheel ingots are broken on a )lreaking machine and for getting 
the 3rd cheese from an ingot certain length of metal (18" to 20") 
has to be discarded (otherwise balancing ~annot be done). This top 
dis'card accounts for 17-18 per cent. Norm- of yield from a \theel 
ingot, taking into consideration the manufacturing process has been 
fixed at 77 per cent. Comparative, figures for the last 3 years are: 

De'<:ription norm 1967-68 1968-69 1969-70 

------- .----
% Yi'~ld of ch;:'le fro:ningot 77 78.22 68.00 73.00 

%totalloss 23 21.78 32.00 27.00 

a) % top miscard 17.50 18.70 18.56 18.96 

b) % rejection (total) 5.'0 3.08 13.44 8.04 

i) Sh:>rtlength Keptsep-
arately 1.00 6.28 1.14 

ii) Steel 4.50 5.'5 6.05 

iii) Others . 1.61 0.85 

31.61. The major reasons for the arising of short ingots are: - -
(i) Cast size variation resulting in short poured ingots in the 

last set of eight moulds. 
(if) Non-uniform rise of metal in the moulds. 

(iii) Trumpet leakages. , 
3.62. The Committee were also informed that the reasons estab-

lished on the basis of investigation by H.S.L. were alr.~ confirmed 
by the U.K. technicians MIs. Kirk and Monkhouse during their 
short stay in the plant in connection with the manufacture of wheels 
and axles. 

After the alteration of the moulds and tackles there has been 
considerable improvement. However, their still short yield as com-
pared to norm. Controlled teeming mould coating with soot pre-
heating of the moulds, preheating of bo~tom pouring refractories. 
controlled colling, are r.ome of the measures being taken to get the 
required yield. 
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3.63. In reply to a question the H.S.L. admitted that 'the difficulty 
of short length ingots is not of a perennial nature'. 

3.M. The Committee regret to note that even after nine years 
-of the commissioning of the wheel and axle plant, the Management 
had not been able to produce the steel ingots of required sizes for 
wheel makinr resulting in loss of production of wheel sets. There 
is also avoidable expenditure as the wheel blocks of short length 
had to be treated as scrap and remelted or sold. It was admitted 
that the difficulty of short length ingots was not of a perennial 
nature. That being so it is imperative that urgent and etlective 
measures are taken to avoid the production of ingots of short length 
to get the required yield of wheels. The Committee view with 
great concem the continuous loss' of production on account of short 
length ingots and would like to be informed of the remedial steps 
taken and the results achieved. 
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IV 
COSTING SYSTEM AND COST OF PRODUCTION 

Costing system 
4.1. The H.S.L. iollows the system of process costing, A monthly 

cost sheet is prepared for each of the production or processing 
departments including by-products .departments and for the mines 
and quarries in the cases of Rourkela and Bhilai Steel Plants. It 
wa&' pointed out by Audit in their Audit Report (Commercial), 1966 
that there was no uniform and co-ordinated system of costing follow-
ed by the three steel plants. 

4.2. The Committee enquired whether uniform and coordinaMd 
system of costing had since been introduced in the three Steel Plants 
and the deficiencies in costing method pointed out by Audit rectified. 
They were informed that a uniform system of costing was evolved, 
on the model of the system followed by the British Iron & Steel 
Federation, for implementation in HSL Plants a&' early as 1960. The 
points raised by Audit in their report related to minor details or 
with regard to the periodicity" etc. for which the cost estimates were 
prepared by different units, and not to the basis of compilation of 
costs. With the implementation of Standard Costing System with 
'effect from April, 1970, a further stride has been made towards 
achieving uniformity. 
Cost oj Production 

4.3. The follOwing table shows the trend of actual cost of produc-
tion bf ingot.' steel for each plant (work's cost excluding c;leprecia-
tion and interest) during the last five years expressed as a percent-
:age of Project Report estimates: 

Actual Cou a~ percentale of Project R.eport Estimates 
-... __ ._-- - ~.-.- .. ---

1965-66 1966·61 1967-68 1968·69 1969·70 
ProvisiODal 

Bhilai Steel Plant 127 129 142 151 166 

Durlapur Steel Plant 145 161 193 203 191 
Rourkela Steel Plant 

(I) Open hearth process 179 191 220 216 264 
(b) L. D. process 191 212 250 251 259 

4.4. It will be seen from the above table that the actual cost 
of production bas been much higher than the Project Report 
-estimates. There has also been substantial increase in the cost of 
production during the last five years. 
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4.5. In thiS' connection, the Committee also called for item-wise' 

break up of cost of production of ingot steel at each of the three 
Steel Plants during the year 1965-66 to 1969-70. From the figures 
furnished by the Ministry it is seen that the increase under each 
head in 1969-70 as compared to 1965-66 had been as follows:------_. ----...-----------
Plant Productive • Operating Overheads works 

materials cost cost 

_._,,----_._---_._--------
"BHlLAt 

Extent of increase per tonne 
• (Rs.); ... 

Percentage to toal increase . 

DURGAPUR • 

Extent of increase per tonne 
(Ra.): 

I'ercentage to total increasc . 

ROURKELA 
Extent' (If increasc per fonne 

(Rs.); 

t'ercentage to total increase 

59'90 

81% 

45'24 

50% 

83'06 

87% 

10'16 4'17 

14% S% 

34'38 10'78 

38% 12 

13'36 (-)1'07 

14% (-)1% . 

74'16 

100% 

90'40 

100% 

95'35. 

100% 

--- --- ---- -_._---
4.6. It is extremely disappointing to note from the above! table· 

that out of the total increase in works cost of ingot steel during the 
last five years, the inerease due to productive materials alone has 
been to the extent of 81' per cent, 81 per cent and 50 per cellt in 
Rourkela,Bhilai and Durgapur' SteelPtants respectively. The 
Committee have pointed out in Chapter V of this Report that the 
cost of productiOll of raw materia18 in the captive mines of Rourkela 
and Durgapur Steel Plants has been very high and in some cases 
it was even higher than the cost of materials purchased from outside 
sources. The rate of consumption of the raw materials has also been 
higher than the norms fixed. Thus strict control on the cost and 
usage of raw materials, re&actories, etc. un go a long way in 
(·ontrolling the cost of production. 

Another major factOr leading to higher cost of production is the 
increase in operating cost. While in Rourkela and Bhilai Steel 
Plants, 14 per cent increase in cost of prod';ction due to this factor 
in case of DUlg_pur this was as much as 38 per cent. The Commit-
tee' have discussed ill detail the question of overstafting and lower 
produdivit), in the Steel Plants in Chapter VI of this Report. The 
higlH'st inciden('e of operatin~ ('ost in Durgapur Steel Plant is due 
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to lowest productivity in this plant as compared to the other. tWo. 
plants. There is argent need to raise the labour producthrity in the. 
Steel Plants to reduce the incidence of operating cost 

4.7. The Committee also enquired as' to how did the cost of pro-
duction in the st~l plants of HSL compare with that in private 
sector steel plants in India and in other major steel producing 
countries of the world. The Secretary of the Ministry informed. 
during evidence as follows:-

"I would submit that it is wrong to presume- that the cost of 
production in Hindustan Steel Plants is high- comparatively. 
'What is high is the depreCiation and the interest, because 
the capital cost of Hindustan Steel is much higher than 
the capital cost. of the private steel plants. Secondly. 
these private plants being old, there are 8 large nUlnber 
of cases where equipment has been completely depredat-
ed. They do not have to provide for depreciation anything 
to the same extent as the Hindustan Steel have to do. I 
would like to give you the figures which we have. We 
have figures for 1968-69 for alAr plants. We have also got 
the figures for the private sector, The works cost of pro-
duction in Bhilai is Rs. 286.30 per tonne. Open Hearth 
from Rourkela-Rs. 316.75. Then comes TISCO, Rs. 320. 
Then comes L.D. Process, Rourke!a, Rs. 323. Then comes 
Indian Iron & Steel, Rs. 336.95 and the highest in this 
case is Durgapur-Rs.· 355.19." 

"We do not have the cost of production of other plants but 
I 

selling price is a good index. The selling price in Indi3 
minus' the excise duty-there is no excise duty in any 
other country-is lower than most of 'the countries. By 
and large in U.K., U.S.A., E.C.M. countries and Ja?an the 
prices are higher. So, it shows that they are s~lling their 
steel within their own country really 'at a higher price. 
They would not do so unless their cost of production is 
higher." 

4.8. Subsequently in a written reply also the Ministry stated that 
since data regarding CORt of production are regarded as confidential 
by the Steel Companies' no comprehensive study relating to cost 
of production of steel in India and in various countries like Japan. 
U.S.A., U.K. and U.S.S.H. could be made. Data are, however, avail-
able regarding the works cost of production ingot steel by plnnts 
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in India in 1968-69 and this has been given in reply to a Lok Sa bha 
,question on March 24, 1970:- ' 

Ingot cost of production per tonne 
TISCO Rs. 320.00 
lISCO Rs. 336.95 
Bhilai Rs. 286.31 
Rourkela O.H. Rs. 316.75 
Rourkela L.D. Rs. 323.62 
Durg.apur Rs. 355.19 

Some idea of the cost of production of various steel products in 
certain foreign countries can be had by comparing the ex-works 
prices in India per metric tonne and domestic prices in foreign 
countries since excise duties are almost non-existent on steel pro-
-ducts in other countries. 

4.9. The Ministry furnished the following figures in 1 espect of 
prices of steel in India and abroad:-

.Ex-works prices in India and dom:~tic prices in Foreign Countries in July. 1970. 

(Rs. per metric toone) 

India ---Billets 499 

Bars and Rods 635 

Wire Rods 6SS 

Ansles (Medium) 684 

-Channels (Heavy) 684 

Beams/Joists 7.54 

C.R. Sheets 1319 

U.K. 

686 

858 

831 

838 

80S 

1082 

U. S. A. 

881 

1184 
1272 

1147 
1147 
1147 
1488 

Japan 

896 
1063 

1I2S 
1021 

4.10. According to the Ministry, it will be seen from the ..above 
table that for aU the products foreign prices are generally higher. 
Only in the case' of C.R. Sheets, Indian prices are higher that' in 
U.K. and Japan, but are steel lower than in U.S.A. 

4.11. The Committee are unable to qree with the view of the 
Secretary of the ~nistry that since the domestic selling prices In 
some other countries are higher than the ex-works price of St~1 
in India. The cost of production in these countries could be cOn-
'sidered as high. It wW be incorrect to draw any conclusion about 
the comparative cost of production, in India and other countries by 
comparing the ex-works price. in India with the domestic prices 
in oth,r countries for a particular month. For any meaningful con-
clusion, the ex-works prices should be compared with the ex-works 
prices In other countries. 
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4.12. The Committee would also like to point out that whUe tom-
paring the cost of production in H.S.L. with that of other producers 
Gf Steel in India in the private Sector, it is imperative to take into 
account the relatively higher degree of sophistication of the modem 
plants of R.S.L. which are expected to yield higher production at 
8 lower cost as compared to the old plants belon,mg to the Private 
Sector. 

Standard Cost 
4.13. The H.S.L. introduced the standard system with effect from 

April, 1970 in all three steel plants. The Committee were informe. 
that the system of standard costing evolved by the British Iron & 
Steel Federation in U.K. had been accepted as a base to develop 
standard cost procedures and practices in H.S.L. 

4.14. The following table indicates the actual works cost (exclud-
ing depreciation and interest) for each product as a percentage of 
standard cost for 1969-70 in respect of Bhilai, Durgapur and Rourkela 
Steel Plants:-

Coke! . 

Hot Metal 

Steel Ingot 

Blooms. 

Billets . 

BHILAI STEEL PLANT 

Perc:nta~ of actual cost t:> Standard Cost 

Rails" Structurals . 

Merchants Products 

WireRods . 
• 

Product, 

Coke 1 • 

Hot Metal 

Steellnlot 

Blooms ~. 

Billets 

Joilt 

DURDAPVII. STEEL PLANT 

Percentaae of actual cost to Standard Cost 

108 

112 

107 

ltO 
ltO 
III 

no 
112 

102 

110 

106 

116 

112 

120 
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dianrieJ . 111 
Bearing Plate . 109 
llounds • 111 
Anglell ; 108 
Machined Wheel 181 
M·tchined Axle 179 
WheelSct 184 

ROURKBLA .STEEL PLANT 

Percentaae, of Actual Cost to Standard Cost 

ProduclI 

Coke t 99 
Hot Metal 107 
Ingot-O.H. 100 
Inaot-L.'D •. 109 
Slabs 107 
Plates 114 

H. R. Coils 108 . 
H. R. Sheets", Plates HO 
C. R. Coils' . 108 
C. R. S!t;cts 107 
Tin Plates I 107 

Galvanised Sheets 109 

Pipes (Average)! l ! 94 

4.15. It will be seen from the a,hove tables that the actual cost of 
production for each item in 1969-70 was even higher than the 
standard cost recei1tly fixed by H.S.L. 

4.16. The main reason for the actual cost being higher than the 
standard cost was stated to be shortfall in production. 

4.17. The Committee enquired the steps taken to reduce the cost 
of production. They were informed that the following steps were 
being ~ken in thi<; regard. 

(i) In a capital intensive industry like steel the most important 
step that can be taken to reduce the cost of production is to 'in-
crease the level of operations so that incidence of fixed charges per 
tonne is reduced to the tntnimum. With that objective in view 
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balancing facilities are being provided at all the steel plants and 
technological improvements are being introduced. Incentive Bonus 
Scheme is being revised and preventive maintenance schedules are 
being improved upon. 

(ii) The recent long-term contracts entered into with the coal 
suppliers envisage payment on the basis of quality of coal actuall~ 
received. It is hoped that this will ensure better quality of coal 
and contain cost in the long run. 

(iii) To improve the quality of ore benefit'iation plant has been 
installed at the captive mines. This will also enable use of higher 
proportion of ore from the captive mines. 

(iv) Constant care is also taken to improve the yield of the end 
products and usage of raw materials, refractories, etc. 

(v) Norms of consumption etc. have been fixed and variations 
are examined by the management. 

(vi) Attempts are being made to reduce inventories and working 
1:apital. 

(vii) The Management reporting system has been streamlined so 
that areas of weakness are brought to the notice of the management 
promptly and actions are taken immediately thereafter. 

4.18. The need to reduce the cost of production of steel cannot 
"be over-emphasised. Apari &em afteetiDc the finaDeial working of 
the plant, the high cost of Steel produces adverse repercussions on 
the manufacturing eost of the product. based on steel. The Com-
mittee hope that the proposed measures mentioned above would help 
to bring down the cost of production. It is essential to keep a con-
stant watch on the cost of produetlon. The variations between the 
standard cost and the aetual -eost should be analysed periodically 
and remedial meuan. taken in eases where the cost of production 
is found to be higher than the standard cost. 
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SOURCES OF RAW MATERIALS AND THEIR CONSUMPTION 

5.1. Raw materials constitute a major element in the cost of pro-
duction of iron and steel. It will be seen from the following table 
that raw materials accounted for 56 to 65 per cent of the works cost 
of steel ingots in the three steel plants of H.S.L. 

Bhilai Steel Plant • 
Durg'lpur Steel Plant 

Rourkela Steel Plant • 

Percentaae or raw 
materials to work. 

cost 

64 

56 

65 

5.2. The availability of raw materials in required quantity and of 
required quality, its cost and rate of consumption are therefore of 
vital importance for the successful working of a steel plant .. 

(a) Sources of ProcUrement of raw materials 

5.3. The main raw materials required by a steel plant are coal, 
iron ore, lime stone, dolomite and manganese ore. In the case of 
HSL the coal required for all the plants is procured from various 
collieries both in the public and private sector. The HSL has how-
eTter, got its own washeries for washing coal. 

For other major raw materials the Bhilai and Rourkela Steel 
Plants bav.! their own captive mines. Bhilai Steel Plant is vir-
tually self-sufficient for aU raw materials excepting for man-
ganese are which is purchased from market mines located in 
Balaghat area of Madhya Pradesh. Similarly, Rourkela Steel Plant 
also meets major part of requirements of iron ore and limestone as 
well as part of requirements of ma.nganese are from their own 
captive mines. High grade iron ore from MMTC (Barajamda Sec-
tion) and small quantity of BF «Blast furnace) grade limestone 
from market mines· (Birmitrapur and Chaibasa) are being purchased. 
Manganese Ore is also purchased through MMTC from Barajamda-
Banspani area. . 

38 
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5.4. The captive Mines of BSP and RSP are as follows:-
BHILAI STEEL PLANT 

NAME OF CAPTIVE MINE 
1. Rajhara Mechanised Mines 1 

Jharandalli (Semi-Mechanised) l 
DalJi (Manual) . . ( 
Kokan (Manual) . J 
Aridongri (Manual) 

2. Nandini 
3. Birri . 
4. Danitoia 
S. Katni . 
6. Chandidongri 
7. Kumhari 
8. Balaghat 

ROURKELA. STEEL PLANT 

RA W MATERIAL.' 

Iron Ore 

Limestone 
Dolomite 
Quartzite 
Bauxite Fireclay 
Fluorspar 
Runnersand 
Manganese 

Barsua Iron Ore (B.F. Gro· 
de) . 

Kalla Iron Ore (High· 
Grade) 

Pumapani Limestone (B. F. -
Grade) 

SatDa . Limestone (SMS-; 
Grade) 

Dcngura Manganese Ore 
5.5. In. the case of Durgapur Steel Plant Iron ore comes from 

Bolani Ores Llmited which is considered as a captive source and 
limestone from Barajamda Section through MMTC. Requirements 
of dolochips in the past were met from market mines but presently 
the sup'plies have been tied up from Hirri Dolomite mines of Bhilai 
Steel Plant. 

5.6. The major raw materials imported by HSL are tin ingots, 
zinc, sulphur, nickel, cobalt and various ferro alloys. The problems: 
in respect of certain important raw materials are analysed in the 
following paragraphs. 
Coal 

5.7. The Committee enquired whether HSL experienced any major 
difficulty in procuring raw materials. They were informed that no 
difficulties were experienced in procuring these materials other than' 
coal where difficulties were being faced on account of quality as 
well as prlce. 

5.S. The question of quality of coal received by HSL was consider-· 
ed earlier also by the Committee on Public Undertakings in their 
29th Report (3rd Lok Sabha) on Durgapur Steel Plant. The Com-
mittee observed that: 

"the high ash content in the coal results in lower blast furnace 
output and consequently higher cost of production. Tht"" 
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Committee desire that some suitable solution should be 
found in order to ensure supply of required quality of coal 
to the Steel Plants." 

5.9. This matter was also considered by the Committee appointed 
·by Government under the Chairmanship of Dr. Harekrushna Mahtab 
to consider the cost of production of steel. In their Report, the 

cCommittee observed as follows:-

"Another factor contributing to the coal cost in the steel works 
(as well as in the washeries) is that coals received by them 
have been one or two grades lower than the grades for 
which payments are made to the sU','-::-:1iers on the basis of 
the grading made by the Coal Controller, resulting in 
substantial overpayments. This situation needs immediate 
rectification. We have recommended that the process of 
regrading which now reportedly takes as much as a year 
should be considerably speeded up. Further, having re-
gard to the manner in which attempt at introducing joint 
sampling at destination have been frustrated so long in 
the ab:ence of a legal backing for this measure, it is re-
commended that Government should arm itself ·with sta-
tutory powers to make joint sampling at the destination 
obligatory on the coal suppliers." 

5.10. In pursuance of the recommendations of this Committee the 
"Government had set up a Committee under the Chairmanship of 
Shri K. S. R. Chari, Coal Mining Adviser to evolve a method of 
sampling acceptable to both the coal and the Eteel industries and, 
in the event of failure to find an acceptable formula, to recommend 
formula which in its judgement would be fair to both the industries. 
'The Report of the Committee was submitted to the Government on 
the 31st May, 1969. 

5.11. The Committee were informed during the course of oral 
oevidence by the representatives of H.S.L. that in pursuallce of the 
recommendations of this Committee the procedure had been chang-
ed. Now there was analysis of the quality of the coal both at the 
despatch and the receiving ends. The payment for the coal was now 
made according to the quality of coal they got and not according to 
the quality supposed to be at the time of mining. They had entered 
into agreements with the suppliers for fixed quantity of coal and 
this would enable them to have long term planning for consistent 
production. 

5.12. The Committee was also informed subsequently in a written 
reply that after long terms contracts, linking price with quality and 
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sampling and analysis both at loading points and destination, have 
been entered into with major coal suppliers, the difficulties on ac-
count of quality and price have been largely overcome. 

5.13. The Committee trust that the linking of price with quality 
coupled with sampling and analysis of coal both at the receiving and 
despatching points would help in exercHng stricter check on·· COR· 
lumption of coal and improving the production performance of the 
Steel Plant.. The ,uestion of coke consumption has been discu.sed 
ill detail III para. &.5. to 5.71 of this Report and the Committee's de· 
tailed recommendations are contained therein. 

(b) Performance analysis of captive mines showing production 
performance and cost of productron. 

lTOn ore: 
(i) Dars'Ua Iron Ore Mines, Rourkela Steel Plant 

5.14. The requirements of iron ore for Rourkela. Steel Plant are 
mainly met from its own completely machanised captive mine at 
BaTl>ua. A Beneficiation Plant has also been set up in 1968 to im· 
prove the quality of ore. The production of iron ore at Barsua 
Mine~ during 1965-66 to 1969·70 was as follows:-

Year; 
(In lakhs of toMes); 

Rat· Total Per· Lump Fine Waste 
ted nro- cent- ----, .-- _. --- - - _. 

c!lpa- du::tion age 
city 

Actual Per· Actual Percellt Actual Percent 
out- cent· output arc to output age to 
put lie- colu- colu-

coou- mn 3 mn 3 
mn3 

2 3 4 5 6 7 8 9 10 

t')16'67 28.03 16.53 55.40 5.74 34.7:\ 4.11311 29.22 S.96 36.05 
1967'68 per-

annum 
d,. 11.21 38.57 4.19 37.38 4.13 36.84 2.89 25.78 

191;8'69 dQ. 12.31 43.1)2 4.70 38.18 4.93 40.29 2.65 21.53 
1969'70 d(). 10.61 37.09 4.57 43.1 3.95 37.2 2.9 19.40 

.• , ______ .' _a' __ ._ .. __ ..... _ .. _ ... - ... . .~---~ ... _. __ ... -.. ,., . 

5.15. It will be seen from the above figures that the total produc-
tion was much less than the ra.ted capacity. The production had also 
come down from 55 per cent of the rated capacity in 1966·67 to 38 
per cent in 1969·70. 

5.16. The ressons for the low productioJn were stated to be as 
follows:-

(i) Development work and longer haulage lead; 
2042 (Aii) LS-4. 
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(ii) Non-availability of dumpers, accumulation of fines in the 
ore sidings; 

(iii) Restriction imposed on the despatch from the Mines due 
to industrial unrest at Rourkela. 

5.17. As regards non-availability of dumpers it was stated that 
timely action was taken to place orders for Pumpers in the year 
1965-66 but these were received in the year 1969. This was mainly 
due to the reason that initially the foreign exchange was not avail-
able and later Mis. Bharat Earth Movers, the manufacturers of 
Dumpers took time for delivery of the dumpers. 

5.18. The Committee, however, find from the information furnish-
ed by the Bharat Earth Movers Ltd. that the H.S.L. had placed order 
for only one dumper in June, 1965 and this was delivered to H.8.L. 
in 1965 itself. The orders for four other dumpers were placed only 
in August, 1967 and were scheduled to be supplied originally in July, 
1968. Thes~ were actually delivered by Bharat Earth Movers Ltd. 
in January and April, 1969. 

Cost of Production 

5.19. The low production at Barsua Iron Ore Mines also affected 
the cost of production. The Project Report estimated the cost of 
production of lump ore and fines at Rs. 5.98 per ton F.D.R. Barsua 
(excluding charges on account of Central Administration, interest 
on capital and income tax) on the basis of annual production of 30 
lakh tonnes. In July, 1964 the Management also fixed the standard 
cost of production for lump are and fines. The following table shows 
the actual cost of production of lump are as a percentage of the 
standard cost during the years 1966-67 to 1969-70:-

1966-67 
1967·68 
1968-69 
1969-70 

Year 

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

Cost of production 
of lump ore as 
a percentage of 
the standard cost 

ISO 
221 
206 
213 

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

5.20. It will be seen from the above table that the cost of produc-
tion during the last three years was even more than double of th~ 
standard cost fixed by Management itself. 

5.21. The reasons for the higher cost of production were statt'd 
to be as follows:-

(i) Lower level of production. 



(ii) Lower percentage of lump ore. 

(iii) The increased cost of salary and wages, stores, overheads 
etc. as compared to the amount assumed while fixing the 
standard. The wage bill at Barsua Unit during 1969-70 
was Rs. 4.4 millions as against Rs. 2.4 millions assumed 
in fixing the standard cost. 

5.22. It was also stated that the cost of production can be brought 
down only by improved production (but not upto the standard cost 
in view of the escalation in costs due to wage board award, general 
increase in prices etc. after the standards were fixed). 

5.23. As to the steps taken to improve the working of the mines, 
the Committee were informed that the U.N. Mining Expert whose 
services were secured for a period of ten days in January 1966 studied 
the problem at Barsua and recommended certain steps for further 
geological exploration etc. Action was taken o.n the lines suggested 
by the U.N. Mining Expert. In the meantime, discussions were in 
progress with the German authorities for the ways and means of 
improving the raw materials raised at the Mines Mis. Gowei'kes('haft 
Exploration, West Germany were appointed Consultants in Decem-
ber, 1967 to examine the is&ue and make recommendations. They 
submitted their report in August 1968 which was accepted by the 
Management. Their main recommendations were as follows:-

1. Stepping up of the productive working time to 14 hours per 
day on a two shift basis for the mines as well as for the 
Beneficiation Plant. 

2. Acquisition of additional mining equipment, that is, 3 addi-
tional Blast hole drills, 4 nos. Shovels, a total fleet of 20 
dumpers. 

3.(a) Further exploration of iron ore mines. 

(b) Service of German experts-A geologist and a Mining 
Engineer for chalking out the programme of exploration 
and mining. 

(c) Preparation of long-term mining plan and the geologfcal 
exploration with proper drilling programme. 

4. The existing arrangement flf the stacker for blending tron 
ore fines is to be fully utilised and additional fine ore 
siding to be provided. 



5. Blending of iron are in the R.R. Bins. 

5.24. It has been stated that the German Consultants were as~ist­
ing the Management in implementing the report. The implemen .. 
tation work will be completed by 1971 after which it is expected that 
the production can be considerably stepped up. The Benefication 
Plant is already in operation since February, 1970 and this has help-
ed in the improvement in the quality of fines. 

5.25. The Rourkela Steel Plant purchases high Grade Iron Ore to 
sweeten the Barsua Iron Ore burden for the Blast Furnaces' in view 
of the lower F.E. content in the iron ore and sinter. The following 
table shows the cost of are raised at Barsua mines as a percentage 
of the price of purchased are (both on FOR Plant basis). 

- ...... - _.-........ _-_ ... _._- - ----.... --_ ... _ ........................ ----- - . - .. 

Year 

1966-67 

1967~8 

1968-69 

1969-70 

. --.-.. - ._-------

Percentage of cost 
of Ore raised to 
purchased Ore . 

88.9 . 

116.6 

102.7 

102.8 

---- -_ .. _----

5.26. It is significant to note that the actual cost of production at 
Barsua during 1967-68 to 1969-70 was even higher than the price of 
are purchased from outside sources even when the quality of are 
produced was inferior to that of the purchased ore. 

5.27. The working of t'he Banua Mines was examined by the Com· 
mittee on Public Undertakins (11th Report Third Lok Sabha) in 
1965. The Committee desired that the reasons for the unsatisfactory 
working of the Barsu~ Mines should be investigated art.cl efforts made 
to increase its production and reduce the cost of raising. It is unfor-
tunate that instead of any improvement, there has been fUl¢her de-
terioration in the wrokin, of the mines, in spite of the fact that aet-
tion was stated to have been taken on the lines suggested by the U. 
N. Mining Expert. The production has pDe down from 55 per cent 
in 1118.67 to 38 per cent In 1819-'1' and the cost of ra=sing has in-
creased from, lb. _ to as. _ per tonne. 'ftle inerease in east of 



,produetion has made the mines uneconomic and the east of iron ore 
F.O.R. RourkeJa Steel Plant from this captive miae waR eVeD higher 
than the cost of ore purchased from outside sources during the last 
three yean. The quality of ore raised from Darsua minea was also 
stated to be or to that of purchased ore. 

The Committee hope thllt the implementation of the reco_en-
dations made by the German Consultamts in August, 1968 would ina-
prove the working of the mines by 1971. It is imperative that urgent 
and eftective steps are taken to improve the working of the mines 
to brine down the cost of raising ore at least equal to the price of 
ore of similar quality a~ailable from outside sources. In the event 
of faihue to achieve tbe desired objective, the Co.mttee feel that 
rUlUling of these captive mines aacl thereby increasing tile cost of 
production of steel CaDDOt be justified. 

(ii) RajMrfl. Iron Ore Mines, Bhilai Steel P14n.t 

5.28. The Bhilai Steel Plant has also got its own captive macha· 
nised iron ore mine at Rajh8l'a. The mechanisation of the Rajhara 
Irone Ore MiDes was completed in October, 1960 at an estimated (:08t 
of Rs. 549.20 lakhs <as on 31st March, 1965) to yield 21 lakh tonnes 
of iron ore per annum for meeting the requirements of the Bhilai 
Steel Plant which were estimated at 19.4 lakh tonnes. The actual 
production from these mines during the last five years as compered 
with the Budget estimates for each year was as follows:-

(Qty. in la~h lonnes) 

Rajhara Mines Production %of fulfilment 

Rated Budget- BudKet- Actual Over ra- Over- Over-
oapa- eel on- cd roo produc- ted calJll- or!ti- revised 
~ity giaal villed tion. city nal BuLl- budJCl 

Qty. Qty. Qty. get 
-.--.. ---- -_ ....... _ .... _ .•.. _-- --. 

1965-66 24.00 21.28 21.28 20.01 83.8% 514.0% 94.0% 

1966-67 24.00 27.50 22.51 93-8% 81.8~;. 

1967-68 26.66 30.10 21.46 80.7% 71.3% 

1968-69 35.00 34.20 23.01 65.7% 67.2 };, 

1969-70 35.00 33.81 33.81 21.56 61.6% 63.76% 63.76% 
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5.29. The following table also shows the production of lump ore 

and fines separately during each of the last five years:- . 

Year 

1965-66 

1966-67 

1967-68 

- 1968-69 

1969·70 

Production 
Lump 

----
12.08 

12.21 

10.49 

11.S0 

11.09 

Fine 
Pcrcentqc of fines 
to total production 

-----
7.93 39.6 

10.30 .45.8 

10.97 SI.1 

11.50 SO.O 

10.47 .. 48.6 

5.30. It would be seen fro~ the above analysis that the actual 
production of ore was much lower than the budget estimates. What 
is worse is that the percentage of fines in the Iron ore was as high 
as 50 per cent in 1967-68 and 1968-69 as against the expected limit 
of 37.5 per cent as envisaged in the Project Report. The Commit· 
tee enquired whether the increase in fines was due to wrong design 
given by the foreign collaborators. They were informed that the 
foreign collaborators worked out the project Report on the basis 
of data furnished from Indian side. This was based on the Report 
of Indian Bureau of Mines. It would therefore, perhaps not be POEl-
sible to fix responsibility on foreign collaborators. The designers 
have accepted that the occurrences of fines would most likely be 45 
per cent. 

5.31. The large percentage of fines in the ore raised created other , 
problems. The fines which could not be absorbed by the Sintering 
Plant had to be stored separately to be used later on. The q~tity 
of fines added to the stock at Mines during the last five year; after 
taking into account stock adjustment on physical verification and 
the cost of dumping the same are given below:-
---- .. _------------- ----_ .. _--
Year 

1965-66 

1966-67 

1967-68 

1968-69 

1969·70 

Quandty addod to 
Stock (Tonnel) 

180,413 

290,913 

177,635 

212,800 

320,952 

Quantity tranaportecl 
by contractors 
(TODllCll) 

COlt of dumplns 
(CltludlnS Depart-
mental expense) 
Payment to cont· 
ractors (Rupees) 

._------------
45,269 

29,180 

100,837 

299,773 

no amount booked 

89,809 

49,730 

104,066 

317,389 
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5:32. As regards the prospects of utilisation of fines it was stated 

that the second Sintering Plant had been proposed in the expansion 
of the Bhilai Steel Plant. Till that time there were not much pros-
pects of the dumped fines being utilised. The experiments were also 
being conducted for pelletisation. 
Cost of Production 

5.33. The following table shows the actual cost (including depre-
ciation) of raising iron ore as a percentage of the budgeted cost at 
Rajhara Iron Ore Mines during the last five years:-

Year Percentage of actual 
cost to budgetted 
cost 

-'--'--' 
1965-66 (R) . 100.6. 

1966-67 (0) . 112.5 

1967-68 (0) . 173.S 

1968-69 (0) . 178.3 

1969-70 (R) . 107.0 

5.34. The following reasons have been advanced for higher COlt 
of production:-

1966-67: 

1967-68 : 

1968-69 : 

Lower volume of production. 

Budget is for overall cost of lumps and fines wheru 
actuals are after giviu, credit for fines at RI. S per 
tonne (raisin,ltage and lower volume ofproduction). 

Lower volume of production partly offset by lavina 
in expenditure. 

5.35. It is also seen that the cost of raising are was not only higher 
than the estimates but it had gone up by 128.5 per cent within the 
period of four years from 1965-66 to 1969-70 as given below:-

Year Percentage of in-
crease in COlt of 
raisin, Ironore 
for 1965-66 --------------------------

1966-67 

1967-68 

19A-69 

1969-70 

0.7 

3.0 

91.3 

128.5 
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It is also significant to note that the cost of production during the 

last three years (1967-68 to 1969-70) was even more than the cost of 
raising iron ore by manual operations as in evidence from the fol-
lowing'Table:-

Year 

1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

Mechanised mines cost as 
percentage of mat.ual mine5 
cost 

-----.-.---.---~- --- - - - - - ~ ---
82.0 

111.4 

125.9 

134.6 

160.4 

5.36. The Committee view with concern the unsatisfactory work-
ing of the Rajhara Iron Ore Mi~es. The cost of raising iron ore has 
been much higher than the estimates during the last five years and 
it had gone up from Rs. _ per tonne in 1965·66 to Rs. _ per 
tonne in 19f,9 .. 7~ ibcrease of lZS.5 per celM within a period of 
four years. The most disquieting feature is that the cost 01 produc-
tion from the mechanised mines, mechanised at a total cost of 5.49 
crores, was even mOl'e than the cost of raising iron ore by manwal 
operations. 

The two main reasons advanced for high cost of production are 
lower volume of production and Mgher percentage of fines. As 
against 37.5 per cent fines envisaged in the Project Report and even 
as against the designers revised estimate of 45 per cent fines, the 
actual fines m UJ87.t8 and J.188-81 were of the order of 50 per cent 
of the total production. The ComMittee could get no satisfactory 
explanation for low production and such a heavy percentage of fines. 
They desire that a detailed technical study should be made regard-
ing the productiob performance and high cost of production in these 
mines with speci8c reference to the imperative necessity of reducing 
the percentage of fines and to investigate into the reasons fOl' laia'her 
cost of raising ores by mechanised methods compared to the manual 
ones. In case it is found that it will be Iqore economical If these 
mines arc operated manually, the HSL should consider the possibi. 
Iity of utilising the machinery somewhere else. 



.. 
(iii) Ltm.e StOfl.e-Purtwzpani Lime Stofte QuaM'1l 

5.37. To meet the requirement of lime stone, the Rourkela Steel 
Plant has set up its own quarry at Purnapani about 32 Km. from 
Rourkela. A scheme for the development and mechanisation of this 
quarry at an estimated expenditure of Rs. 31.3 million (subsequent-
ly revised to Rs. 29.19 million) fO.r meeting limestone requirements 
of the Blast Furnace, (5 lakh M. tonnes per annum) the sintering 
plant (70,000 M. tons per annum) and the Fertilizer Plant (2 lakh 
M. tons per annum) was drawn up in September, 1958. The scheme 
included the installation of a crushing Plant having a capacity of 
261 M. tons per hour. 

5.38. The following table fhows the total production of lime stone 
from the quarry for the last five years and the actual cost of raising 
lime stone expressed as a percentage of e_1ima:ted cost: 
----------- ._--

Y.::ar Production (M.tons) Cost of raisins as 
percentqc of 
estimaled rolt 

1965·66 :1.24.111 160.0 
..... \. 

1966-67 

1967-68 

1968·69 

1969·70 

1.13,159 

1,65.115 

4,29,197 

4.06,153 

243.5 

391.0 

221.4 

237.4 

----
5.39. It would be seen from the above that the total production 

during the last five years was much lower than the rated capacity 
of '1.7 lakh tonnes per annum. The actual cost of rising was also 
much higher than the estimated cost. 

5.40. In the quarterly financial Report for the period ending March. 
.1968, the FA & CAO of the Plant had mentioned as follows: 

(a) Due to lower production at Pumapani, the Plant had to 
purchase a larger quantity of lime stone from outside 
sources from 1966-67 onwards in order to meet the require-
ments of Blast Furnaces, &intering Plant and Fertilizer 
Plant. According to the OMQ department of the Plant, 
the nature of deposits at Purnapani did Dot permit large 
scale mechanised mining because of the necessity to ad-
here to a particular quality speciflcation. 
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(b) Against the production capacity of 7,00,000 M. tons, the 
Plant can produce even under favourable conditions only 
about 5,48,000 tons of lump and fines per annum whereas 
the requirements of the Steel Plant for Blast Furnace grade 
of limestone, Sintering Plant and Fertilizer Plant was esti-
mated at 12,24,000 Mt. tons. The Steel Plant was, there-
fore, facing a critical situation in regard to limestone, 
lump and fines. Due to non-availability of material from 
nearby sources, some quantity of fines had to be procured 
from Bhilai Steel Plant even by paying a higher freight. 

5.41. The reasons for which the Crushing Plant could not produce 
its rated capacity were stated to be the difficulties in mining which 
were as follows:-

(i) Nature of the deposits intermixed with good and bad 
layers. 

(il) Clay pockets slow down the drilling rate. 

(iii) Large scale wear and tear of Rubber Tyres, shovel track 
chains on account of rough roads. 

(iv) Non-availability of spare parts. 

(v) Crushing capacity restricted due to clay feed with lime-
stone, resulting in· jamming of chutes, screens etc. 

5.42. The Committee were also informed that the capacity. of the 
Crushing and Screening Plant installed at Purnapani was put to 
several trial tests before accepting the same from the Contractor. 
As per the contract, the capacity of the crushing system should have 
been 270 tonnes per hour but after tests and trials carried out the 
capacity was accepted as 235 tonnes per hour by the Technical Team 
which studied in detail the working of the Crushing and Screening 
Plant. Thus as per the Project Report the capacity of the machanis-
ed mines was envisaged as 7.7 lakh tonnes per artnum but in view 
of limitations in the Crusher as observed during trial operations, the 
capacity of the mine has been reduced to 6.5 lakh tonnes per annum . 

. 5.43. The Committee were, however, informed that to supplement 
the availability of lime stone from Purnapani, to meet the ultimate 
requirements, following steps have been taken. 

(i) An adjoining area to Purnapani 'Viz GaUtanagar is to be 
developed for which land acquisition action has been taken 

. . 
but this is time consuming. 
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(ii) The mmmg lease for the development of Chilhati depo-
sits in M.P. has been applied for. 

5.44. The Committee regret to note that as in the case of Barsua 
Iron Ore Mines, the working of the captive limestone quarry of 
Bourkela Steel Plant at PumaPlllDi was aI_ unaatisfadory. The 
production was much lower than the rated capacity and the cost of 
raising was more than double the estimated cost. As pointed out 
by the F.A. & C.A.O. due to shortfall in produetioD, the Rourkela 
Steel Plaat was facing a critical situation in regard to availability 
of lime stone and additional expenditure had to be incurred to pro-
cure limestone from other sources resulting in higher cost of pro-
duction of Steel. 

One of the reasons for low production was stated to be that the 
nature of deposits did not permit large scale mechanised mining be-
cause of the necessity to adhere to a particular quality specifications. 
This gives the impression that the management did not make re-
quisite investigation about the nature of deposits before taldDg liP 
the scheme for the development and mechanisation of the limestone 
quarry. The Committee are of the view that with advance planning 
some of the factors hampering production, e.g. large seale wear and 
tear of rubber tyres, shovel track chains on account of rough roads 
and non-availability of spare parts etc. could have been foreseen and 
timely remedial action could be taken. They desire that immediate 
steps should be taken to improve the working of the quarry. 

(iv) Nandini Lime Stone Mine, Bhilai Steel Plant 

5.45. To meet the requirements of lime-stone, Bhilai Steel Plant 
has set up its own quarry at Nandini about 25 K.M. from tne plant. 
The mechanisation of mines was completed in October, 1960 at a 
cost of Rs. 203.8 lakhs. In order to supplement mechaniSf'd mines, 
manual mining is also resorted to. 

5.46. The following statement shows the Budgetted Production 
and the actual production of limestone from the Nandini Mines dur-
ing the last five years:-

Year 

1965~ 

Budaettcd production Actual production 

Mcch. Manual Total Mcch. Manual Total ------_ .. _---- ------
2 4 6 ---_ .•. __ .-._-_. 

9.60 4.39 13.99 8.67 2.60 

1 

11.27 

Short-
rail 

8 

2.12 
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2 3 4 5 6 7 8 

------------------
\966-67 12.67 3.26 15.93 8.48 3.67 12.15 3.78 

, 1917-68 12·5(; H;1 14'17 7'83 4,16 11,99 2'18 
1968-69 11'26 2'15 13'41 8'88 4'00 12'88 0'53 

1969-70 12'70 7'36 20'06 10'37 2'02 12'39 7'67 

5.47. All regards the reasons for lower production as compared 
to the Budgetted production, the Committee were informed that the 
requirement of limestone were based on production estimates of the 
Plant. Accordingly, mines production budgets were planned, taking 
into account the estimated production from the mechanised mines. 
The balance requirement was provided in the budget from manual 
mines. The production 1:i'udget of the Plant underwent drastic 
changes resulting in corresponding reduction in requirement of lime-
·stone. 

5.48. Despatches to parties other than Bhilai Steel Plant were 
to be made in BOX wagons which could not be loaded with- shovels 
from the mechanised production and had to be planned on manual 
mines. 

5.49. The other reasons for shortfall in produetion wer~: 
(1) Delay in Commissioning of new crushing plant and initiaJ 

difficulties in its operation. (2) H~her percentage of 
ftnes. (3) The difficulties due to old U.S.S.R. locos, al-
ready working for about a decade without capital repairs 
in the absence of requisite facilities either in plant or 
mines. 

Cost of Production 
5.50. The following statement shows the actual cost (excluding 

depreciation) of raising limestone from Nandini Mines by mechanis-
ed operation as a percentage of the budgetted cost:-

Year Percentqe of actual cost to bul'pt estim1tes 

I 96S-66(R) 

1966-67(0) 

1967-68(0) 

19611-69(0) 

I 969-70(R) 
--- -.--~-----.----- -----

142'0 

208'9 

147-4 

164'9 

106'8 
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5.51. It would be seen from the above table that in the case of 

mechanised mines cost of rai':'ing limestone was higher than the 
budget estimates. Further, as in the case of Rajahara Iron Ore 
Mines, the cost of raising limestone by mechanised QPerations was 
higher than that raised by manual operations as shown below:-
.----_ .. _------
Year 

1965·66 

1966-67 

11J67·68 

1968·69 

. 1969·70 

Pereentqe of COlt In _banlled .. IDes to manUlI 
mines 

107.0 

157.6 

154.8 

174.2 

123.8 

5.52. The Committee are unhappy to note that the working of tile 
Nandini Limestone quarry also has not been satisfactory. '!'be 
production from mechanised mines was lower than the budiet esti-
mates and the cost of production. was highert than the estimates 
therefor. What is worse is that the cost of production from the 
mechanised miDes was even higher than the cost of limestone rais-
ed by manual opention. The Committee could get no satisfactory 
explanation in this regard. They desire that the reasons for high 
cost of production should be analysed and remedial measures taken 
to bring it dOWD. 

5.53. One of the reasons advanced for low production during all 
the years has been that the mines operated with imported locos only. 
Those locomotives were due for capital repairs, facilities for which 
were not available either in the Plant or mines. As pointed out ill 
pans 3.42-3.47 of this Report, the Steel Plant had also suffered 
1085 of production due to unsatisfactory working of these imported 
locomotives. The Committee regret to note that in spite of continu-
ing handicaps for last 4 years both for the mines and the Steel Plant. 
prompt measures were not taken to provide requisite facilities for 
repairs aDd maintenance of these locomotives. The Committee 
would like to be informed of the measures taken or proposed to be 
taken for repairs and maintenl1nce of these locomotives. 

Manganese Ore 

5.54. The current requirement of the Bhilai Steel Plant in respE'ct 
of manganese ore is of the order of 1.2 lakhs tonnes per annUll' .. 
The plant has got its own captive mines for manganese are. But 



production from these mines was much lower than the Budgetted 
quantity and most of the requirement is met by purchases from out-
side sources. The following statement shows the Budgetted quan-
tity, actual raising from the captive mines and the quantity purchas-
ed from outside sources during the last five years. 

Budgett- Actual %'IF to Quantity 
cd quanti- raisin. Budgetted purcbued 

ty from cap- quantity 
t1vemines 

in tonnes 

1965·66 (R) 8.600 683 7.9 93,640 

1966-67 (0) 5,000 315 6.3 89,099 

1967-68 (0) 18,000 483 2.7 135,594 

1968-69 (0) 21.000 1685 8.0 110,002 

1969-70 (1() 18,200 3653 20.1 101,814 

It is evident from the above table that the quantity raiseti from 
the captive mines was only a small part of the total requirements. 

5.55. A2. to the reasons for the actual production being much lower 
than the target, the Committee were informed that the shortfall in 
production was due to the high cost of mining of the present rather 
uneconomic areas leased out to Bhilai Steel Plant. The region where 
Bhilai Steel Plant had conducted mining operations had been a busy 
centre and activities boomed from 1950 to 1956. All available areas 
of Manganese Ore were given on lease to private partie!t;. To fulfil 
the requirement of Bhilai Steel Plant, Manganese areas were asked 
for and the State Government and Directorate of GeolOgy and Mining 
had recommended certain areas. These areas were not prospected 
earlier. Part prospecting was conducted by the Bureau of Mines 
and later the prospecting was done by their Department. These pro-
jects revealed that economicallr mineable deposits did not occur 
here. This was later carra borated by Manganese Ore India Ltd. also 
during their inspection of the Mines when the matter was referred to 
them. 
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Cost of P'roduction 

5.56. The following table shows the cost of Manganese ore raised 
in own mines as a percentage of price of ore purchased from out-
side sources:-

-----------'-- -----.---- ...... ------
Year 

1965-66 _ 

1966-67 

1967-68 

1968-69 

1969-70 

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

QlWltity purchased % of COlt of on: 
raised to market-price 

93.640 

89,099 

135.594 

110.002 

101.814 

765 

1050 

846 

340 

179 

----+-------------' -_.-
5.57. It woulCi be seen from the above statement that the cost of 

ore raised from the captive mines was abnormally high. As to the 
reasons for high cost of production the Committee were informed 
that although the H.S.L. did not have sufficient areas where Man-
ganese Ore could be produced it had to maintain the statutory per-
sonnel for Manganese production since it had applied for a number 
of areas to be given to Bhilai Steel Plan~ for the purpose of exploi-
tation. Since these areas were not granted within the time limit as 
stipulated under the Mineral Concession Rules it had to book the 
wages of these personnel against the meagre production that it 
could make as part of the prospecting operation during these periods, 
which had abnormally raised the cost of Manganese ore produced 
by this method. 

5.58. The Committee regret to note that as in the ease of other 
mines, the working ~f the manganese ore mines presented a dismal 
picture of very low production alid abnormally high cost of produc-
tion. The Committee are surprised to find that the R.S.L. accepted 
for exploitation those areas which are not economically mineable. 
The averace output from the mines during 1.165-66 to 1_-70 has 
been about 1.5 per cent (approx.) of the total quantity requirecl by 
the Plant and the cost of raising has also ranged between 10 times 
to about 2 times (approximately) the cost of ore purchased from 
open market. These mines are hardly serving any purpose except 
adding to the avoidable expenditure year by year due to abnormally 
high cost of raising ore. Tbe Committee therefore recommend tbat 
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the desirability of contiDuing the miDin, of DlaIIIIJaDeIIe ore from 
these captive mines should be examined in the background of its 
existin& performance without any further loIS of time. 

Rate of consumption 

5.59. The Detailed Project Report for each steel plant provided 
the rate of consumption for each principal raw material for produc-
tion of iron and steel. The Committee were, however, informed that 
the quaUty of principal raw materials envisaged in the project re-
port had considerably changed and therefore, there was not much 
relevance in comparing the actual consumption with that of the 
project report figures. 

5.60. In March, 1968, the H.S.L. constituted a Committee for deve-
loping the norms of consumption of the principal raw materials and 
yields in the various units of the three steel plants with a view to 
evolve the system of standard costing. The underlying objective 
in the evolution of these norms was to provide the technical para-
metres against which the performance of various units of the steel 
plants could be appraised. This Committee formulated the norms 
of consumption of raw materials and the attainable yields at various 
stages under the existing conditions. The method adopted was to 
analyse the statistical data already available in respect of the ave-
rage past performance,· the best performance achieved in the past 
and the designed capacity at maximum efficiency and on this basis 
to arrive at the 'best attainable' targets achievable under the exist-
Ing operating conditions. 
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5.62. It would be seen from the above table that the actual con-
sumption of raw materials particularly of coke for production of hot 
metal and of pig iron, scrap (except in Bhilai and O.H. in Rourkela 
Steel Plant) and ~ron. ore for the production of ingot steel was higher 
than the norms fixed by the Norms Committee in all the three Steel 
Plants. 

Coke ra.te 

5.63. The rate of consumption of coke per tonne of hot metal as 
suggested by the Norms Committee and the actual consumption in 

, 1969-70 was as follows:-

As per Norms Committee 

Aver-Ige 1969·70 • 

Bhilai Duraapur Rourke!a 

800 

813 

!60 

922 

900 

939 

5.64. The question of coke rate was also considered by the Com-
mittee appointed by Government under the Chairmanship of Shri 
Harekrushna Mehatab to examine the cost of production of steel 
The Committee in their report pointed out as follows:-

Intimately linked with the improved increase in blast furnace 
productivity is the question of securing a decrease in our 
coke rate. Cost-wise also this is very important. Be-
cause of poor quality of Indian coking coal, coke rate in 
Indian furnaces is very high as compared with internatio-
nal standards. The coke rate in our plants varies from 
840 to 1000 kilos/tonne of hot metal, the average being 
about 900 kilos/tonne. This compares unfavourably' with 
coke rates, sometimes as low as 500 to 600 kilos per tonne 
of hot metal, attained in moc:lern furnaces' of similar capa-
city abroad. The .fixed carbon content in Indian Coke is 
about 75 per cent as against 85 to 90 per cent in other 
countries. It has been estimated that a decrease in fixed 
carbon in coke by 1% will increase the coke consumption 
by about 15 to 20 kilos/tonne. A 10% derease in fixed 
carbon content will require an additional 150 kilograms 
of coke per tonne of hot metal. Thus on an equivalent 
fixed carbon basis the average Indian coke rate may be 
assumed at about 750 kilos/tonne of hot metal Our coke 
rate is further Increased due to the presence .of excess 
alumina in are because the high alumina fn the ensuin~ 
slag require a higher operatfng temperature needing addi-
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tional coke in the burden. In these circumstances. the 
present coke rate cannot be brought down to values attain-
ed in foreign countries. But with better performance 
with existing facilities as well as the adoption of improved 
technological practices, the coke rate can be substantially 
reduced. A target of about 750 kilos/tonne of hot metal 
could. be considered as attainable with Indian coke of 
23/24% ash content." 

5.65. The Committee enquired. the reasons for the Norms Com-
mittee having fixed the Coke consumption rates higher than the 
target suggested by Mehatab Committee. They were informed that 
the Blast Furnaces in the steel plants have different capacities and 
produce both basic as well as foundry grade iron. The coke rate in 
the case of foundry grade is about 10 to 15% more than that in the 
case of basic iron. Coke rate will, therefore, differ according to the 
proportion of foundry grade iron in the total hot metal production. 
Further, coke rate is also dependent on the quality and consistency 
of the raw materials. In addition, disturbances in labour situation 
lead to frequent checking I blanking of furnaces leading to higher coke 
consumption. The Norms Committee had also indicated in t~e 
Report that since the plants were not working to their full rated 
npacity and in v$ew of the progressive fluctuations in the quality 
of raw materia!s, It would neither be feRc;ible nor realistic to pres-
cribe norms which would hold good for all times to come and that 
the norms recommended should be reviewed periodically. 

5.66. The Committee were also informed that with the commis-
lIoning of the Benefiaction Plant and progressively higher usage of 
't!'l"~r, the coke rate was expected to improve further at Rourkela. 
The production at Durgapur Steel Plant had been affected by dis-
turbed industrial relations. If the situation improved and the plant 
worked at a steady level, the coke rate was ilkely to come down. 

S.67. Hindustan Steel Limited had drawn up a comprehensive plan 
for the introduction of technological improvements in the blast fur-
nances. These include oxygen enrichment of the blast, increase in 
blast temperature burden preparation. etc. These ~easures were 
expected to have a beneficial effect on the coke rate, besides increas-
ing blast furnace productivity. 

I 

5.68. Hindustan Steel Limited. however, felt that in view of the 
quality of coal and frequent fluctuations in the quality of coal and 
frequent fluctuations in the quality of other raw materials. it mlf1!ht 
be difficult to achieve coke consumption rate of 750 KIZ !tonne of hot 
metal suggested by the Mahtab Committee; perhaps it would more 
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realistic to ~xpect an average coke rate of about dOO Kg/tonne (for 
basic iron). 

5.69. The Committee also enquired as to how rate of consumption 
of raw materials -in the steel plants of H.S.L. compared with the 
steel plants in other countries. They were informed that the ques-
tion of consumption of raw materials in foreign countries with those 
of H.S.L. plants had no relevance because of the difference in the 
raw material qualities. For example, the ash content in our coke 
was 24% to 25% as against 8% to 10% in other countries and inso-
luble content in limestone fluctuates widely and at times W"ent as 
high as 20%. However data on coke rate in selected foreign coun-
tries was as follows: 
C~untry Kg3 per tonnes (Yr , 

USA 6241(968) 
UK . 656 (1968) 

USSR' . 601(1967) 
W. Germany .' 777(1968) 
Japan 499(1968) 
.. 5.70. The Committee Bnd that the Mehtab Committee had sugges. 
ted the coke rate of 750 Kg. per tonne after taking into account the 
quality of raw materials available in the country. Considering the 
very low coke rate in other countries which wu between 500 and 
650 kilo per tonne, the coke rate of 750 kg. suggested by Mehtab 
Committee cannot be considered unattainable. On the contrary, the 
Committee regret to find that the actual consumption of coke bas been 
much higher. (Bbilai 8.13, Durgapur 922, Rourkela 939). It has 
surprised the Committee more to discover that the norm has also 
been fixed much higher than the target fixed by Mehtab Committee. 
The Committee therefore ,recommend that efforts should be made to 
achieve the tarcet of coke rate of 750 kg. per tonne through efficient 
operation and by adoption of improved techniques. 

5.71. The Committee also find that the rate of consumption of 
some of the other raw materials had also been higher than the norms 
laid down by the Norms Committee. Th .. , the 'Fe' cODSumption 
throuch iron ore, sinter and scrap per tonne of hot meta) in the 
Bhi18i Steel Plant was higher than in the norms laid down. The 
rate of consumption of pig, iron ore and Ferromanganese In the steel 
melting shops of all the tbree steel plants has also been higher. It 
is also noted that the Norms Committee had fixed these norms on. 
the basis of put performance and tbe5e were considered 'achievable' 
under the existiq operatiDg conditions. The Committee, therefore. 
reeommend that the reasons for variations between the actual con-
sumption and the norms fixed should be periodically analysed in 
detail with a view to eliminatillg excess consumption and/or wastare. 
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VI 

PERSONNEL AND MANPOWER ANALYSITS 

(a) Staff in Works Departments 

6.1. The Audit Report (Commercial), 1966 pointed out that the 
strength of staff actually employed as on 31st March, 1965 in the 
three steel plants of HSL was far in excess of that provided for in 
the Project Reports as is evident from the table given below:-

Plant Menre- Men in Mon in postion on Surplus 
quiredas position 31st March, 1965 af- (Column 
per pro- on 311t ter excluding the 4-2). 
ject report March, staff empoyed in 

1965. those Units for 
which no provision 
was made in the 
Project Report. 

1 2 3 4 S 

Bbilai 7,300 21,390 19,712 12,412 

Durgapur 9,300· , 18,012 15,315 5,SIS 

Rourkela 6,800 18,230 13,423 6.623 

("as livcn by U.K. Steel Misaion) 

6.2. In this connection, the Management had informed Audit in 
January, 1966 as follows: 

(i) The Project Report estimates were not realistic for the 
reasons indicated below:-

(a) Persons. making the estimates had little experience of 
Indian conditions. 

f' 

(b) The man-power requirements for the various services 
were based on the presumption that the facilities would 
be available outside the Steel Plants. This presump-
tion did not hold good til actual working. 

62 
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(c) The Project Report figures were based on a high degree 
of mechanisation as is the case in the foreign plants. 

(d) Assumptions relating to absenteeism and leave entitle-
ment made in 'the Project Report did not materialise 
fully. 

(2) Climatic conditions, under-nourishment, lack of literacy 
and lack of long industiral experience of the work force' 
in the Steel Plants in India have affected per capita pro-
ductivit~ 

(3) Certain traditions in the Indian Industry for utilising large 
groups of unskilled workers or assistin'g sldll~d workers in 
their operations resulted in the employment of larger 
numbe,r of people. . 

(4) The rate of progress' for' attaining th~ full w~rking capa-
city from the date of the commiSSioning of the various 
plant units had to be faster and this led to the employ-
men tof a large number of unskilled workers. 

The Committee were informed by Hindustan Steel Ltd. that in 
view of the shortcomings in the forecast of manpower requirements 
made in the Project Report, a Manpower Committee was appointed 
by HSL ui March, 1960 to make realistic estimates; for the one 
Million Tonne stage in the three Steel Plants. The Committee's 
recommendations for manpower requirement for the one million 
tonne stage (for the Works Department only) of the three Plants 
Were as follows:-

Bhilal Steel Plant 
Durppur Steel Plant 
Rourkela Stee Plant 

16529 
14896 
14207 

6.3. The question of over-stafBing in the plants of HSL, at the 
million tonnes stage, was considered by the Committee on Public 
tJDdertakings in their earlier Reports on HSL in 18M-8S and 1960-66. 
However, a8 the three Steel Plants have since been expanded the 
Committee called for the project estimates for manpower after their 
expansions. The following statement Ihows the manpower esti-
mates for the Bhilai and Rourkela Steel Plants as given In the Pro-
ject Reports after their expansion. The Project Report fOr Durgapur 
Steel Plant did not indicate the manpower requirements far the 
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espaniiOll Itage since a special Committee was then working on the 
standard force for each Steel Plant. 

------------------------------------------------

Cat.,nll 
I. Qffioers/Engineera TeehDioianl 

2. Worker& in Works Deptt. 

3. Oflioe Employees 

BHlLAl ROURKELA 

2" MT. 1·8MT. 
ExpansiOD ExpaDsion 

4B~ 

8549 

79~ 

4.;. A~teDduts (C?tauIV Staft" " Security Staff etc.) 

S. Allowance fQr louee (abHnteeaim) -

1288 

10232 

377 

203 

770 

TOTAL • • 10600 

. -
tU. Against these estimates the total number of regular personnel 

engaged as on 31st March, 1970 in the. Works Department of the 
two Steel Plants was as follows: ' 

PI'ojcct Re~ Number of re- Pm:entqe of 
Bltimatel prter plar perIOMel peroSD,S actuany 
ftP8DIion • enp~aaoD empJO)'eCI to pra-

31-3- 0 ject Estimates 

------
Bhllal Steel Plant 12040 lS4S1 211 Y. 
RourkeJa SteeJ Plant 10600 20837 197% 

It would be seen from the above statement that the number-'of 
persons actually employed in the Works Departments was about 
double of that provicled in the Project Report estimates. 

6.6. Acoordq!to a sutvey conducted by the Bureau of Public 
Bn\errt!lf8, t~ ~plU8.\aft employed in aU the pubUc UQderialriagB 
as on 30th September, 1167 was estimated to be 15,000. Out ot thiS, 
the. surplus a;~ in H's.L. alone wuestimated to be 9214. 

iMl- Tl1e-~tee were informed by H.S.L. that by 1963-84, the 
manpotler' nquitaments (for WONS Dep8rtinents only) for the 
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expansion stage were also determined by the Industrial Engineering 
Departments of the Plants and their estimates were ,as follows:':"" 

Bhilai Steel Plant 

Durlapur Steel Plant 

Rourkela Steel Plant 

26090 

22005 

23572 

A comparative position ot the percentage of persons actuallY' 
employed at expansion stages in relation to these estimates is giv( 
below:-

Manpower in Works Departments 

Plant lED estimates Actual in pO'li. i.e. %aJ(e/ (3) 
of requirements tioll as on xlOO(2) 
for explnsion 31.3.70 

stage 

------2--------3------;-;~ 

------------------------------
Bhitai Steel Plant 

Durppur Steel Plant 

Rourkela Steel Plant 23572 

25451 

20045 

20837 

6.7. The Committee were informed by Hindustan Steel Ltd. that 
the earlier estimates made in Project Report were based on assump-
tions which were neither correct nor relevant to Indian context. 
The estimates made by Industrial Engineering Departments in the 
Plants in 1963-64 were also based only on broad studies and discus-
sions. This aspect was lQoked into in still greater detaU in connee-
tion with the revision of Incentive Schemes undertaken in collabora-
tion with the Consultancy and Applied Research Division of the 
Administrative St8ft College, Hyderabad. In this connection, ra-
ceQtly detailed marming studies were undertaken for each post. 
Standard force folteach ?lant has emerged as a result of these studies. 
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Incentive Revision studies have been completed for all the Pro-
dutcion Departments and the uptodate overall results of the studies 
are given l below:~ 

Surplus/Deficit as Indicated by Card Studies 
-----_._. 
Plant/Date Ttoalmen 

in position 
in Works 
covered by 
studies 

1. Bhilai (al on 1-4-1971) 21156· 

2. Durgapur(uon 1-5-71) . 17495 

3. Rourkela (as on 1-6-71) 
(a) Works 18858 

(b) OM&Q 1285 

(c) Fertilizer Plant 1148 

TOTAL . 59942 

• ExcludingOM&~ Deptt • 
•• % of men in position. 

Reference - +surglus; Percentaae 
manning -De cit of reference 

manning 

--------
19585· +1571 +8% 
17518 -23 (-)0'135% •• 

11552 . +1306 +7'5% 
1200 +85 +7-1% 

1321 (-)173 (-)15-1%*. 

57176 +2766 +4'84% 

6.8. As regards remedial measures taken to avoid overstaffing, the 
Committee were informed that the Board of Directors had decided 
in November, 1968 to impose a freeze as far as possible on the man-
power making it necessary that any demand for additional manning 
will have to be examined first by the industrial Engineering Depart-
menton a scientific work measurement basis. The Hindustan Steel 
Ltd. was also committed to spare experienced personnel of various 
levels of executives and non-executives for Bokaro Steel Ltd. Ac-
cording to latest estimates the reqeuirements of B~karo Steel Ltd. 
would be 229 executives and 1856 non-executives. This opportunity 
will be utilised for re-deploying surplus personnel from HSL plants. 
Besides these, necessary efforts were being made to absorb available 

, surplus in expansion units of HSL units. As for example the sixth 
Blast Furnace complex of Bhilai will absorb some surplus men with 
necessary skill . 

•. 9. The Committee rerret to aote that the aetual staft strensth 
bl the Works Departments of Rourkela and BhlIai Steel Plants as 
on 31.3.1910 was about double of that provided In the ProJeet Reports 
for their expansion. They are amaaed, over the statement by the 
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BSL that '''the earlier estimates macl'e in the Project Report were 
based OR assumption which were neither correet nor relevant to 
Indian Context." With the experience of one million tonne plants, 
it was expected that the estimates for manpower requirements in-
cluded in the Project Reports for their expansions would be more 
realistic, to serve as a yardstick for actual maDDing of the Steel 
Plants 

6.10. The Committee also note with surprise as to why the indus-
trial Engineering Department of HSL had reported in 1963-64 that 
there was no surplus staff in H.S.L Instead, the undertaking had a 
shortfall against their (I.E.D.) estimate of staff requirements after 
expansion. On the contrary, the studies made by the Bureau of 
Public Enterprises and the latest studies conducted by the Adminis-
trative staff College, Hyderabad have revealed that HSL has got 
surplus staff. ID, the faCe of these definite reports of independent and 
expert agencies, the Committee feel that it would not be safe to rely, 
on the report of the Industrial Engineering Department of the HSL 
The .Committee find that the report of the HSL (lED) is based on 
broad studies and discussions unlike the study of the Independent 
agency (i.e. Administrative Staff College, Hyderabad, whOle detailed 
work measurement studies are expected to be more scientiftc than 
the previoqs estimates. Consequently, the Committee have come 
to the conclusi~n that the estimates of HSL(IED) are on the high 
side. 

The Committee hope that the staff strength in the steel plants 
will be adjusted in accordance with the latest studies and Govem-
mentjHindustan Steel Ltd. would take the opportunity offered by 
the expansion scheme of the steel Plants and Hokaro Project to 
gainfully employ the surplns staff as early as practicable and 
possible. 

(b) General Administration and Township stat! 

6.11. The following statement shows the po&ition regarding the 
percentage of staff in the General Administration and Township 
Department to the staff in operation (works Deptts) in the tbree 
steel plants. 
~ 

Particulars J966 1967 1968 1969 1970 
--_ ........ _.#_._-

2 3 4 5 6 
-----

(I) StaW employed In Gene-
ral Administration and 

BbUa' 

Township 6120 6130 6862 6799 
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2 3 4 5 
--------~.-------(ii) Staff employed in 0pe-

ration (Works) . . 23405 24649 25362. 25459 25453 

(iii) Pateotaae of Staff in 
Gen. Admn. " Town-
ship to staff in' Opera-
tion.. . • . 26'1 % 24'8 % 27'1 % 26'7 % 27'0% 

(i) Stair employed In Gene-
oral A4rninistratiOD and 
Township 

Durppur 

6900 7215 7347 7132 

(ii) Sta,(I' employed in opera-
tion (Works) . . 15362 16390 18320 19885 20045 

(iii) Pcn:entqe of staff in 
Gen. Admn "Township 
to Staff in operation. • 45'0% 44'1% 40'1% 35.5% 35'4% 

(i) Staff omployed in Gena-
ral Administration &: 
Township . • • 

Rourke" 

6579 63Z9 7066 7259 7114 

(ii). Staff employed In opera-
tlon (Work_): • • 15707 17808 19294 20860 20131 

(iii) Pen:entasc of stair in 
Gen. Admn. &: Town-
shipinstaffin operation. 41'8% 35'5% 36'5% 34'8% 34'1% 

6.12. The following statement shows the further breakup of th& 
staff employed in General Administration and Township Depart-
ments: 

Year :Piant 

1966 Bhilal 
Durppur 
Rourkela 

1987 Bhllal • 
Durppur 
Rourkcla 

1968 Bhilai . n R::r 

1969 Bhilal 
Durgapur 
Rourkela 

1970 Bhllai 
Ouraapur 
Rourkela 

Staff em- Staff employed in Staft' employed in 
ptoyedin General Administra- Township Depttl. 
operation tioil 
Deptts 
(Workl) 

(a) Nos. % of (a) Nos. .%of (a) 

23405 
15362 
15707 

24649 
16390 
17808 

25362 
18320 
20860 

25459 
19885 
20860 

25453 
aOO4S 
20837 

2973 
3218 
3571 

2816 
3420. 
3132 

2794 
3440 
3889 

2764 
"3073 

3889 

2833 
3084 
3814 

12'6% 
21'4% 
22'7% 

11'4% 
2'Hlg 
17.6% 

11-1% 
J8'8% 
18'6~~ 

10'9 ~~ 
15'5% 
8'6% 

3162 
36.22 
3808 
3314 
37P5 
3197 

4068 
3901 
3370 

4035 
3981 
3370 

4Of4 
4048 
3300 

13'5~ 
23'60:-:: 
19'1O~: 
13.4% 
23-2% 
17·!t~~ 

16'0~~ . 
21.3,}u 
16·2~. 

.----.--.-.-~. _.-- ._ ...... _--_., .... -.- ....... ---.-.. ---~--.•. -----.-.-.. ----~" '.-
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It will be seen from the above table that the percentage of staff 
in General Administraltion and Township to the staft in works 
departments in the three steel plants has ranged from 27 per ceni 
to 35.4 per cent in 1969-70. The staff employed in Township 
Departments alone ranged from 16 per cent to 20 per cent of the 
staff in Works Departments. 

6.13. As to the reasons for high percentage of staff employed in 
the General Administration and Township departments, it was 
stated that in the initial stages as more and more new units were 
being commissioned the staff employed in the· Works Departments 
was gradually increasing, whereas most of the staff in the General 
Administration and Township had to be ip position for day-to-day 
administration. As could be seen from the percentages in the 
Corresponding years the staff employed in the General Administra-
tion and Township has not increased in the same proportion as the 
staff employed in the Works Departments. There had been actually 
a decrease in the percentage of staff in the General Administration 
and Township Departments of Durgapur and Rourkela Steel Plants 
in the later years. 

6.14. The Board had decided to freeze as far as possible the 
manpower as in November, 1968 for the three stl!el plants and bince 
then there had been no appreciable increase in the staff. HSL had 
organisation and Methods (0 & M) Sections in the Industrial 
Engineering Departments of the three Steel Plants which undertake 
studies in the General Administration and Township Departments 
whenever there are any demands for additional manning and sug-
gest how the exMing manning could be better utilised. Besides 
this, HSL had not conducted any study in regard to General Admi-
nistration and Township staff. These Departments were also not 
covered under the Administrative Staff College Study. The Com-
mittee were however subsequently informed that 0 & M Sections in 
the plants have undertaken detailed studies on a continuing basir. in 
all the plants for (a) simplification of office procedures and (b) for 
determination of manpower requirements. 

&.15. The Committee repet to note that the staff iD the General 
Administration and Township Departments of the three Steel 
Plants ranged from !'1 per cent to 35 pel' cent of the siaft employed 
in operatiOn (Works Departments). They feel that this percentale 
is on the high side and there is scope for economy in personnel 
costs in. these departments by improviq systems and procedurel of 
work. The Committee find that a.S.L., had Dot condueted any 
study in regard to the staff employ~d in these departments with • 
view to ascertain the reasons for differences in maDnlng pattem in 
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the three steel Plants and to elect economy in stal. However, 
according to HSL, the 0 & M Sections in the plants have now 
undertaken detailed studies on a continuing basis in all the plants 
for (a> simplification of office procedures and (b) for determination 
of manpower requirementL The Committee desire that these 
studies should be completed expeditiously and the norm evolved 
for the stal in the Township and general Administration be adhered 
to strictly. The services of the surplus personnel revealed as • ... 
result of such study could be made available to the other steel plants 
proposed to be set up in die country with a view to give them 
experienced stal from the inception. 

Labour Productivity 

6.16. In order to compare the performance. of three steel plants 
in the field of manpower the Committee also examined the produc-
tivity indices in terms of output of ingot steel per man-year. The 
following table shows the average labour productivity (for works 
personnel only) for the last five years in the three Steel Plants of 
H.S.L. 

(in tonnes) 
Average la bour productivity for the year: 

Plant 1965-66 1966-67 1967·68 1968·69 1969·70 .. 
l 

Bhilai 70 83 77 7S 79 --' 

Durppur 68 SO 47 48 4S J Rourkel" 70 68 SO S9 S4 

6.17. It will be seen from the above that the labour productivity 
was the lowest in Durgapur Steel Plant. There has been a steEl? 
fall in productivity in this plant and it had come down from in 
1965·66 to as low as 45 in 1969-70. The productivity had also come 
down in Rourkela Steel Plant from 70 to 54 during the correslJond-
ing period. In the case of Bhilai Steel Plant there has, however, 
been an improvement and the productivity went up from 70 in 
1965-66 to 79 in 1969-70 the highest of the three steel. plants. 

6.18. As to the reasonS' for low productivity the Committee 
were informed that the productivity in terms of ingot tonne per 
man-year depended. on the rate of production level reached in the 
different plants and the manpower employed for achieving the same. 
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While the manpower required for the Expansion Units had to be 
provided after necellSary training etc., the production wal gradually 
picking up. The productivity was also afrected due to restri('tion 
on production on account of recession in the years 1967 to 1969 and 
also depended on. major capital repairs undertaken. In addition, 
the man hours lost on account of go-slow y strikes, etc. affected the 
production and as such the productivity. 

6.19. In this connection the Committee were informed that the 
average labour productivity in the two private sector Steel plants in 
India has been as follows: 

Tata Iron cl Steel Co. 

Indian Iron cl Sleel Co. 

1967-68 1968-69 1969·70 

62 

42 

511· 5 

37 

6.20. It has been stated that 'the labour 'Productivity in HSL 
plants has been comparable with that of the private sector steel 
plants in India and in case of Bhilai it has been much better. While 
the labour productivity in Durgapur has been lower compared to 
other HSL Plants it is better than that in Indian Irolf &: Steel Co. 
though both these plants- are situated in the same industria.! region.' 

6.21. The Committee would, however, Hke to point out that in 
comparing the labour productivity of the modem steel plants of 
BSL with that of Tat. and Indian Iron & Steel Companies. rom-
missioned years 810, it is necessary to take into account the bJrher 
degree of sophistication of the plantl of HSL which should result in 
higher production. 

6.22. The Committee also enquired as to how the labour 'Produc-
tivity" in the plants of HSL compare with that in Japan and other 
advanced countries. They have been informed that "this index of 
productivity is only a rough indication of the overall productivity 
of the Steel Plants as it does not take into account the complexities 
and the sophistications of the Finishing Mills. In the case of IJldian 
Steel Plants it haS' to bp borne in mind that maintenance and other 
services like the repair shops etc. which are not normally included 
in the Steel Plants in other countries have to be provided in our 
conditions. 

6.2,.3. The total ~umber of men employed depends u'Pon the pro-
duct-mix of the plants, the degree of sophistication of the equip· 
ments and the degree of mechanisation and advances in manufac-
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turing ~chnology. In addition certain organisationaJ factors and 
traditional practices like provision of helpers and lack of flexibility 
in deploying men from one unit to another are other prohibitive 
factors in achieving higher labour productivity in India. Further 
interplant comparis'on of labour productivity is difficult by reason 
of the product-mix bein.g different in different plants. However, 
comparisons within a Plant-over a period are pO!isible. The average 
labour productivity in terms of ingot tonne per man year for some 
of the advanced countries for the year 1969 were as follows·:-

Japan. 

U.S.A .. 

West Germnay 
---------_. 

247 

235 

122 

However, in Japan Coke Ovens are not considered a part of the 
Steel Plant. Further environmental factors also play an important 
part in higher labour productivities in foreign countries. . 

6.24. The question of labour productivity was also considered by 
the Mehtab Committee. In their Report that Committee had observ-
ed as folloW5:-

"It seems to us that there are major possibilities of effecting 
improvement both in Manpower productivity and personnel 
costs with each expansion of the Steel Plants. We con-
sider it possible to raise the productivity in reS?ect of 
works personnel from the present level of 55 to 7'() ingot 
tonne per man year toa productivity index of about 125 
ingot tonne.per man-year and above in each of the plants." 

6.25. The Committee enquired the action taken by Goverrlment 
on the recommendation of the Mehtab Committee. They were 
informed that HSL has, for the preFtent set the following targets in 
respect of labour productivity at the end of the 'current ~lQansion 
of the Steel Plants. 

8hilai Steel Plant . 

Durppur Steel Plant 

Aourkela StQct Plaat 

100 Inlot tonncI per 
man year 

90-

9S 

-do-

-do-

----~The-;,OO~i~ky indi~s are' for the total iron and steel ,in-
dustries in the countries concerned includin~ the prnduclion in roun~rteaal' 
re-rollers clX:. whereas those livcn in para 6. 16 and 6. 1'9 are for indivldu 
plants In India. 
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6.26. As to the reasons for fixing lower targets for labour produc-
tivity as compared to the recommend~tions of Mehtab Committee, 
the ~ommittee were informed that Hindustan Steel had estimated 
that' if the three st~el plants opt!r'te' at . rated capacity ana the 
present manning can be Ieduced/adjusted in accordance wiUt their 
mdustrial eng~~rlng stUQles, it should be possible to reach a pro-
d1Jctivity l~vel of 125,100 and 100 ingot tonnes per man year . in 
Bhilai, ltourl,(e!a and purgapur Steel Plants respectively. How-
ever, HSL feels that, in the present circumstanC'<!s, it would be 
more ~ealistic ~ proceed on th~ bal>is of a productivity of 100.95 and 
.90 for these plants. While 125 ingot tonnes per man year mignt be 
possible and should be a desirable t/ilrget, the best rates achieved so 
far and having regard to the currant difficulties in stepping up 
production and on the labour front, they can work only progressive-
ly towards this objective. Labour productivity can improve by 
stepping up production on the one hand and Containine/reducing 
manpower on the other. Within the limitations imposed by the 
Industrial relations situation, the management oj. Hindustan Steel 
~imited is making concerted efforts to raise production to r~ted 

capacity levels as rapidly as possible. These ipclude ~emoval ot 
back-log of maintenance, greater emphasis on preventive mainte-
nance, stepping up of major capital programme required to correct 
critical imbalances in production facilities, introduction of techno-
logical improveJnents, import of essential spares, refractories, locos 
and other es~ntial raw material~, ~tc. To contain manpower the 
Board of DirectOrs had decided that pending the completio~ of jndus-
trial engineering studies undertaken in connection with the rpvision 
'of production incentive schemes, manpower' requirements of the 
steel plants should be frozen as on 1-11-1968, exceptions being made 
tor compelling reasons like co~issioning of new equipment for 
starting new activity. These studies have revealed the existence of 
certain surpluses which will have to be deployed elsewhere. The 
proposed revised incentive scheme which is being negotiated with 
the unions also provides positive inducement for working with 
'Standard manning and this should help contain manpower. 

6.27. The Committee regret to note the low productivity in the 
three steel plants of HSL ranging between 4!t-79 ingot tonnes per 
man year. The most disturbing feature is that while it waN e~­
peded that with the expansion of the Steel Plants, there would be 
improvement in labour productivity, the position has worsenecl lind 
the labour productivity in Bourke!a and Durgapur Steel Plantlll WIlli 

even lower than in 1965-66. The productivity in 1969·70 beine onl,. 
2042 (AU) LS-6. 
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S4 and 45 in Rourkela and Durgapur Steel Plants respectivel)t' 
against the correspondinl' figures of 70 and 68 in 1965·66. As men-
tioned in para 6.23 of this Report the labour productivity in some of 
the advanced countries ranged from 156 to 247 ingot tonnes per man. 
year. Even the Mehtab Committee appointed by Government to. 
look into the cost of production of steel and which included repre-
sentatives of Hindustan Steel aad Tata Iron and Steel Company: 
considered it possible to raise the productivity to about 125 ingot 
tonnes per man year and above in each of the plants. Viewed . in 
this background, the present low level of productivity in the Steel 
Plants of HSL cannot but be a matter of urgent concern. The Com· 
mittee are informed that if the three steel plants operate Ilt rated 
capacity and the present manning can be reduced/adjusted in accor· 
dance with their industrial engineering studies, it should be pos· 
sible to reach a productivity level of 125,100 and 100 ingot . tonnes 
per man year in Bhilai, Rourkela and Durgapur Steel Plants res-
pectively. The Committee hope that HSL would strive to attain at 
least this minimum level of productivity. 

6.28. The Committee also recommend that the Research and 
Development Divisions of the Steel Plants and the Central Engineer-
ing and Design Bureu of HSL should make a detailed study of th~ 
reasons for high productivity in other advanced countries (like 
Japan, U.S.A. and West Germany), with a view to ascertain the· 
technological innovations and manning pattern etc. that account for 
the high productivity in their respective countries and suggest their 
adoption in H.S.L. Steel Plants to attain comparable productivity 
level per worker. 

Industrial Relations 
6.29. The Industrial Relations in Hindustan Steel Ltd. have not 

been happy. The following statement shows the manhours lost and 
the value of loss of production due to strikes etc. in each of the 
Steel Plants during the last four years: 
RhUs. Steel Plant 
-~, --'.--.- •.. _-_ .... _ .. -. _._._ .. _._----_ .. _._-_._ .. _------_. ----~--- .... -_.-._ ...... 

Ye:u: 

1967·68 

1968",9 

1969·70 

1970-71 

Manhours 

11.958 

1,1>15 

31,668 

Financial Los~ Vnlue of Produc-
(Fix~d c,",arges) tian Lost Rs. 

Rs. Rs. 

1,0611,000 7,273,000 

SI,O:)() 626,000 

5,825,000 44,853,000 

NIL --_ •.. _------_ .. _. --_._--_._--------_._----



.,....pur Steel Plant 

Year 

1967·68 

1968-69 

1969-70 • 

1970-71 . 

Rourke .. Steel Plant 

Year 

1967-68 

1968·69 

1969·70 

1970-71 . 

Manhours 

1,080,540 

515,801 

S35,729 

1,763,660 

Manl10urs 

22.000 

167,112 

292,420 

75 

Financiallosl(Fixed Value of Production 
characs) Lost 

Rs. Rs. 

69,094,000 109,701,000 

87,654,000 190,698,000 

60,531,451 116,304,499 

62,197,124 11 1,597,000 

---

FinlDcialloss (Fixed Value of Production 
charges) Lost 

Rs. 

22,034,000 

NIL 

19,141,000 

27,447,880 

Rs. 

63,336,000 

70;950,000 

120,420,000 

6.30. It would be seen from the above statements that there had 
been considerable loss of production to strikes etc. 

6.31. According to H.S.L. the main causes of labour unlWt in 
H.S.L. appear to be the following: 

(1) Inter-union rivalry 

There aTe 8 unions in the Bhilai Steel Plant, 6 unions' in Rourkela 
Steel Plant, and 7 in the Durgapur Steel Plant. It is obvious that 
in a situation where all these trade unions having conflicting ideo-
logies and leadership are operating, industrial peace will be hard 
to maintain. 

(2) Intra union Rivalry 

Even where unions are recognised, and have a fairly large follow-
ing as in the case of Bhtlai and Durgapur, owing to ideological con-
fiicts OT because of personality condUcts, groups and factions llave 
developed with the result that management has not alway", been 
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able to get responsive cooperation, even from these recognised trade 
unions. 

3. Further some times the extraneous political factors affr:ct 
industrial peace and productivity. The loss of production and the 
damage to costly equipment and property in Rourkela during the 
two Orissa Bundhs, one for the Talcher-Bimalgarh rail link and the 
other for a second steel plant in Ori~sa are glaring examples of it. 

4. Also the Evaluation and Implementation Committee set up 
under the Code of Discipline should meet more regularly and func-
tion more effectively than hitherto. In West Bengal the Evaluation 
and Implementation Committee has not met since 1964. 

6.32. As regards remedial measures which in the opinion of 
HSL would help in having better industrial relations, the HSL 
suggested the following steps':-

(a) Joint leadcr.:;hip oZ a:l unions to negotiate at the plant 
level, alternatively, the formation of a plant union and a 
governing council made up of persons elected by die 
entire body of workmen. The formation of a plant Union 
would enable different politically oriented trade unions 
to offer their candidates for election. Whether joint 
leadership of all unions is set up or a plant is constituted, 
the joint functioning of all section of workers shOUld be 
ensured. 

(b) Constitution of a two-tier bipartite machinery to settle 
labour management disputes. This machinery Mould 
consist of shop level watch dog committees, at the bottom, 
comprising representatives of management and employees 
to . suggest measures for increasing production, maintain-
ing discipline, and to intervene in disputes'. At thE" top, 
there should be a high-powered central body comprising 
representatives of both management and employees drawn 
from the lowerrung committees. 

(c) Prompt and firm disciplinary action against employe~s 
committing gross acts of indiscipline, and measures to 
isolate the ring leaders amongst the ,employees. It is 
believed that 80 per cent of employees, are diSCiplined and 
loyal, but are being misled and coerced and prevented, by 



a few di~ruptive and extremist elements, from exercising 
their option to do normal work. 

(d) Soliciting the active support and cooperation of all politi-
cal parties. 

(e) Providing police protection both in the plant premises and 
townships for such employees who would like to resist the 
disruptive tactics of the obstructions. 

'. 6.33. The.Committee view with concern the uasatisfactory indus-
trial relatioDB. in. the steel plants of BSL especiaUy in Durgapur and 
Kourkela Steel Plants. From the fipres furnished to the .Com-
mittee they find that the. DlIUldays lost due to. strikes etc. ill Dur,a-
pur Steel Plant during the first seven months of· the ye... 1.74Ml 
were as high as 1,763,660 resulting in loss of production of the value 
of Rs. 11.16 crores. In Rourkela Steel Plant, although the mandays 
lost 292,42 during the corresponding period were lower as compared 
to Durgapur Steel Plant the value of loss of production was 
stated to be much higher i.e. Rs. 12.04 crores. It needs no emphaflis 
that for the efficient and economic workin& of any undertakinc it ·is 
necessary that there should be understanding and co-operation bet-
ween labour and management. In the steel plants, especially, due 
to the (linter-relationship of manufactu~ •. Jl'ocess~ in.v,olved and 
the seJl,Sitiveness of the equipmeQt to sUd,den and unplUlDed stop.-
Pages and interruptions, the strikes, e~c~ ca.... con.idemble . barm. 
'Jh~re is a.eed for a constant endeavour,. both 0.: tile part of .the 
~lWlJg,m .. t and the labour unions to ·resolve. difference;, through 
mutual discussion, and voluntary arbitration rather than by resort to 
strikes, lock outs, etc. 

,6.34. The Committee not~ tbe various causes mentioned by the 
HSL for the labollr unrest in HSL and the .l~medi81 measures SUI-
gestedfoJ: it. The Committee have taken up {oJ.: examination this 
year t~ ho,rizolltal study. of PersonDeJ.. Policies and Labour Manage-
ment in the public undertakings. They ,would, . therefore, make 
their detailed recommendations in this regard in that Report. 
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PLANT MAINTENANCE 

7.1. The three steel Plants of l:ISL have got separate maintenan~ 
departments independent of the production departments for the case 
and maintenance of the plant and machinery. It is, however, notic-
ed that there have been a large number of major breakdowns (over 
8 hours) in all the three Steel Plants. The details of such break-
downs during the last three years are given in Appendix .. I .. The 
total hours of shut down of plant and machinery due to such break-
downs waS' as follows:-

Bbilai Steel Plant 

Durgllpur Steel Plant 

Rourkela Steel Plant 

Hourslolt 

1967-68 1968·69 1969·70 

396'3 181'7 328'70 

3545'3 5464'3 5054'8 

315'2 418'2 880·5 

7.2. The large number of breakdowns especially in Durgapur 
Steel Plant shows that due attention had not been paid towards 
regular preventive maintenance of plant and machinery. It was 
admitted by H.S.L. that one of the reasons for low production in 
Rourkela Steel Plant in 1969-70 was substantial backlog of main-
tenance in the critical units which had to be made good. In the 
case of Bhilai Steel Plant, it had been stated that a very satisfactory 
level of maintenance of plant and equipment was essential to enable 
the plant to achieve the rated capacity. It had also been found that the 
capital repairs' programme of locomotives in this Plant got affected 
for lack of heavy maintenance facilities and difficulties in procure-
ment of spares. So far as Durgapur Steel Plant is concerned, this 
matter was considered by the Pande Committee also which was 
appointed by Government to identify and assess the deficiencies in 
Durgapur Steel Plant and to ascertain the causes therefor. In its 
Report in April, 1967, the Committee observed as follows:-

UIt is a matter of regret that maintenance which is vital 2spect 
of plant management has so far been sadly neglected at 
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Durgapur. The result of bad maintenance in the coke oven 
has had a very adverse effect throughout the Plant." 

7.3. The Committee were informed that in a disturbed situation 
like the one in Durgapur Steel Plant, the programmes of scheduled 
maintenance were totally disrupted, wear and tear on the equip-
ments in the absence of proper maintenance increased severely 
leading to frequent breakdowns and repeated changing of parts. 
The procurement of spare parts on the basis of normal wear tlnd 
tear thus became totally inadequate to meet the replacement needs 
.on account of accelerated wear and damage. All these had not only 
affected the .production but have also affected the condition of the 
plant and equipment. The condition of the Plant and equipment 
would need to be improved. The organisation for maintenance has 
been adequately strengthened and schedules for preventive main-
tenance as well as annual overhauls had been prepared and were 
'being implemented. Advance planning for procurement of spares 
'had already been organised. 

7.4. The Committee regret to note that sustained attention had 
not been paid towards repairs and maintenance of the Plants and 
Machinery especially in Durgapur Steel Plant resulting in a large 
number of breakdowns. Proper maintenance of plant and machinery 
is a must to ensure trouble-free operation of the plants at' nlaximum 
efficiency free from breakdowns and non-planned shutdowlls. The 
Committee therefore, desire that the maintenance departments in 
the plants should be geared to clear the backlog of repairs and 
maintenance and to ensure that the preventive maintenance of all 
the units is carried out in accordance with the schedules laid down. 
Advance planning for spares should also be done to facilitate timely 
replacements of worn out parts. 

7.5. The Committee also regret to note that the Capital repair 
programme of locomotives in Bhilai Steel Plant suffered due to lack 
of heavy maintenance facilities. They feel that this handicap could 
have been overcome by the Plant with more careful planninl and 
coordination in so far as repairs of locomotive.! is concerned. The 
(BSL) should have had arrangements with Railways for overhaulinr 
'Bnd repairs etc. of locomotives-a task not difficult to perform. 
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BY-PRODUCTS 

8.1. An integtated steel plant envisages lltiI1Sation 0'£ co'ke ov~n 
glt.oj . as fuel in variouS' furnAces of tfie plant. Since thE' coke oven 
gas contains certain harmful and corrosive ingredii:m'h, certain, 
amoUnt of treatment for the purpo!leof temovi:l'S these const~tuen'is 
is inescapable. Add'itionally, the coke ovetl gas contaiJls v'aluable 
chemicals which, it is desirable, should be tecrJvered prior to 'burning 
the coke oven gas in various furnaces in th'e plant. These chemlcal&; 
are essential for sustaining' the organic chemical indu'strieF.. As such 
the recovery of these chemicals is desirable in the overall national 
interest. In vl~w of the demand for these chemicals by the orghnic 
chemical industries, units for recovering these ~toducts form an 
essential part of the integrated steel plarit complexes everywhere., 
In the integrated steel plants under HSL also by-product plants 
have been set up as a part of the integrated complex. 

8.2. The main products recovered at the by-product P!ants cnn 
be divided broadly into three categories: (i) Tar products, (ii) Benzol 
ptodutcs and (iii) Ammonium Sulphate. Various products coming 
under Tar and Benzol products have been shown below: 

Tar Products 
(I) Creosote oil 

(2) Pitch 

(3) Naphthalene 

(4) Patch cr:osote mixutrc: 

(5) Road tar 
(6) PrO=SSeQ tar 
(7) Crude anthracene 
(~) Cru:1e tar oil 

Ber.zol products 
(I) Benzene 

(2) Toluene 

(3) Xylone 

(4) Solvent naphthalene 

B.3. The working of the by-product plants of HSL has not been 
satisfactory. The by-product plants both at Rourkela and Durgp.-
pur Steel Plants suffered loss in 1969-70 the loss being Rs. 26 lakhs 
and Rs. 109 lakhs respectively. The by-product plant at Bhilai,. 
however, made a profit of Rs. 36 lakhs in 1969-70. 

80 
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8.4. The Committee were informed that the reason,s for the by-· 

product plants running at a loss were essentially two, namely, lower 
volume of production and uneconomic prices for some ot tpe pro-
ducts. The price of the by-products had been revised sometime ago· 
and with the increase in the steel production the performance of the 
by-product plants will also show corresponding improvement. 

8.5. The working of the by-product plants was examined by the 
Committee on Public Undertakings (Third Lok Sabha) while 
examining the three steel plants in 1964-65 and 1965-66. In their 11th 
Report on Rourkela Steel Plant in May, 1965 the Committee had 
pointed out that the various by-product plants were working much 
below the rated capacity and had recommended that expeditious 
action be taken to see that the fertilizer and other by-product plants. 
work to their rated capacity. 

8.6. In their 29th Report on Durgapur Steel Plant also the Com-
mittee had recommended that the causes of low utilisation of thesE:" 
plants should be investigated and steps taken to see that these 
plants at least pay their way rather than remain a liability on the 
Steel Plant. 

8.7. As regards the action taken to improve the production per-
formance of these by-product plants, the Committee were informed 
that Hindustan Steel Limited had appointed a Committee in 1967 to 
review the performance of the by-product Plants under Hindustan 
Steel Limited and to suggest measures for improving their perform-
ance. The recommendations of the Committee whose report was 
submitted in February 1968, were under implementation. Suhse-
quently, a High-Level Technical Committee was appointed by Gov-
ernment, with Dr. G. P. Kane as Chairman, to review the working 
of the By-products Plant at Rourkela and the supply of coke oven 
gas to the Rourkela Fertilizer Plant in February, 1968. The report 
of the Committee was submitted in July, 1968. The decisions takf!n 
by Government on the various reco~endations. of the Committee 
were under implementation. The Statements showulg the recom-
rncndati::Jns of the two Committees mentioned above and the action 
tuken thereon are given in Appendies II and III. The CommittE'E' 
were informed that some improvement was already noticeable. For 
example, the recovery of Ammonium Sulphate il1 Bhi,la(. has im.-
proved from 0.9 per cent of dry coal charged in 1964-65 to 1.0 per 
cent in 1968-69. Similarly, the recovery of Benzol at Durgapur had 
improved from 2.57 litres per tonne of dry coal charged in 1964-65r 
to 5.34 litres in 1968-69. 
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8.8. From a statement furnished to the Committee showing the 
:'yield of various by-products in three steel plants (Appendix IV) 
the Committee, however, find that the recovery of various by-pro-
..ducts had been lower than norms laid down by the Norms Com-
mittee. The recovery of both crude Benzol and the Ammonium 
Sulphate during the years 1,968-69 and 1969-70 has been the lowest 
m Rourkela Steel Plant as compared to the other two steel plants. 

The Committee hope that the implementation of various recom-
mendations of the two Expert Committees appointed by RSL to 
.examine the working of these by-product plants will be expedited 
to improve the working of these plants. They would like to empha-
size the need to maximise production from these pla.s since sub-
stantial investment has been made by RSL and their performance 
atfects the cost of production of steel and also the working results 
.of R.S.L. 

Working of Screw Compressors-ROtI.rkela By-Products Plants 
,"C 

8.9. In the case of by-product plants at Rourkela Steel Plant, the 
-Committee found that one of the reasons for unsatisfactory working 
of these plants was the poor performance of screw compressors. 
Thus in the case of sulphuric acid plant, besides low hydl'Ogen sui-
'phide content in the coke oven gas, the poor performance of the 
screw compressors was stated to be an additional factor. In the 
case of Benzol Plant also it was stated that Benzol is to be recovered 
"from the Coke Oven Gas after it is compressed to about 14 atm. 
pressure. The layout is such that the compressed gas passes to the 
Fertilizer Plant through the Benzol Recovery Unit. The perform-
Rnce of the screw compressors which were provided to compress the 
gas has been unsatisfactory from the very beginning; as such it has 
not been possible to pump the full quantity of gas to the Benzol Re-
covery Unit. The Committee were informed that the matter was 
t.aken up with the suppliers of screw compressors who carried out 
a lot of repairs/modification and also supplied certain spares. But 
they could not be held respon&ible for the consequential loss due to 
unsatisfactory performance of the screw compressors. 

8.10. In this connection, the Committee would invite attention to 
the follOwing observations in the Report of Kane Committee ap-
pointed by Government in February, 1968 to review the working of 
"'these by-product ?lants:-

"The Committee feel that the Consultants should have pro-
vided a purification system to remove Benzol, Naphthalene 
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and hydrogen sulphide from coke oven gas prior to its 
entry into the screw compressors." 

• • • • 
'''The next important innovation was the recommendation 

made by the suppliers, MIs. Koppers, that screw com-
pressors be used for the handling of coke oven gas. They 
had stated that upto that time such compressors were not 
used anywhere else for the handling of dirty gases such 
as partially purified coke oven gas. At the same time it 
was claimed that the tar fog present in partially purified 
coke oven gas would provide a seal and prevent by-pass-
ing of gas from the high pressure to the low pressure side 
of the ~crew compressors. Surprisingly, on the basis of 
such claims the suppliers did not prOVide for full purifi-
cation of the coke oven gas before it was compressed. It 
could have been anticipated that in an equipment like a 
screw compressor which has to operate at high speed, 
with the low clearance between the rotor and the casing 
and the likely presence of solid as well as semi-solid im-
purities and in the presence of corrosive material like 
cyanogen compounds, the operation of the compressors is 
likely to be full of trouble in a short period of time. Un-
fortunately this was what actually happened. 'The main-
tenance of the screw compressors seems to have been a 
major source of difficulty to the staff of the coke oven 
plant. After the introduction of a system of cleaning the 
gases between the second and the third stages the work-
ing of the screw compressor has been improved to some 
extent. It was reported also that with the experience 
gained at Rourkela MIs. Koppers have incorporated such 
washers into the design of screw compressors Rupplied to 
a similar complex established recently in Spain. The 
Committee would like to record therefore that the intro-
duction of untried equipment for compression of a cor-
rosive gas without prOVision for adequate purification, 
introduced an element of risk into the design of the plant 
that ought to have been avoided." 

8.11. As regards action taken to improve the performance of the 
'plant, the Committee were informed that the following steps have 
'been taken to improve recovery: 

(i) One more screw compressor has been ordered as a replace-
ment to one of the old damaged screw compressors. This 
is expected to be available by April, 1972. 
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(ii) Action to instal additional gas cleaning facilities which 
will help improve the operation of the screw compressors 
has been taken. These facilities will be available by 
April, 1971. 

8.12. The Committee regret to note the unsatisfactory working 
of the by-product plants at Rourkela Steel Plant due to poor per-
fonnance of the screw compressors. It is unfortunate that the design· 
deficiencies in the by-product plant resulted in avoidable loss to 
H.S.L. As pointed out by the Kane Committee the "introduction 
of untried equipment for compression of a corrosive gas without 
~rovision for adequate purification introduced an element of risk 
into the design of the plant that ought to have been avoided." The 
Committee further note that the Kane Committee recommended that 
"the Consultants should have provided a purification system to 
remove Benzol, Nepthalene and Hydrogen sulphide from the coke 
oven gas prior to its entry into the screw compressors." It appears 
that the entire workin~ of the by-product plant was handicapped 
since the date of installation of the plant resulting in continuous 
loss in production. The Committee are amazed to find that in spite 
of having their technical experts, neither the Consultants nor the 
HSL noticed such a major defect in the plant till ~he Kane Com-
mittee detected the defects in 1.968. The Committee are disappointed 
to note that the substantial loss and avoidable expendiure had to be 
incurred on ac;count of the defective working of the compressors. 
Apart from the low production of by-products resulting from the 
defective compressors, remedial measure had to be taken by the 
HSL to instal a new compressor as "replacement" to the "damaged" 
one. For all these losses and avoidable expenditure, the Committee 
feel, the consultants and HSL cannot escape responsibility. 

8.13. The Committee also find that even after the Report of the 
Kane Committee in July, 1968, it was only on 20th February, 1969 
i.e. after six months that the Government conveyed to H.S.L. their 
decision on the various recommendations contained in the Report. 
The recommendations of the Committee were stated to be under 
implementati~n. 'l,'he Committee feel that Government should not 
delay such matters of importance where produetion is hampered. 
The Committee hope that implementation of the recommendations 
of the Kane Committee would help to improve the working of the· 
by-product plants. 

Del.ay in commissioning of sulphuric acid plant at Rourkela Steel 
Plant 

8.14. The &Ulphuric acid plant at Rourkela Steel Plant was 
erected in May, 1960 at a total cost of Rs. 16.67 lakhs for the manu-
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facture of sulphuric acid of 78 per cent strength out of the hydrogen 
sulphide gas available from the coke oven gas. The plant could, 
however, not be commissioned till August, 1970. The main reason 
was stated to be that the hydrogen sulphide content in the coke 
oven gas was lower than that envisaged at the time of designing 
the plant. 

8.15. In this connection, the Committee find that the suppliers of 
this plant (Messrs. K. F. W.) had suggested in November, 1961 the 
-setting up of a sulphur burning unit to make good the deficiency 
of Hydrogen sulphide content in the Coke Oven Gas. The R.S.L. 
decided in NovemberlDecember, 1962-0ne year after the suggestion 
was made by the suppliers-to have a sulphur burning equipment 
and technical specifications were prepared by the Central Engineer-
ing and Design 'Bureau accordingly. However, it was not until 
16th November, 1966 that the order for the unit was placed at Ii 
total cost of Rs. 3.81 lakhs. 

8.16. As to the reasons for taking four years for placing orders 
-even after taking the decision to have a sulphur burning unit, the 
Committee were' informed that the' decision tegardinginstallation 
of Sulphur Burning Unit was taken in NovemberlDecember, 1962, 
but it could not be implemented as the foreign exchange releases by 
the Government were not sufficient even to cover the maintenance 
requirement. Further, the question whether the plant should be 
based for using Pyrites or Sulphur was also under consideration. 

8,17. The H.S.L. had sent proposals to Government on 26th 
December, 1962 for the installation of Sulphuric Acid Plant of capa-
city of sixty tonnes of Acid per day (at 100 per cent. concentration 
basis) based on sulphur under the Expansion Scheme. Government 
advised RSL vide their letter dated 11th February, 1963 that the 
Sulphuric Acid Plant to be included in the Expansion Scheme; 
should be designedlmodified to u~e indigenous pyrites instead of 
elemental sulphur and that arrangements, shall also be made for 
change over from Sulphur to pyrites in the existing Sulphuric Acid 
Plant at Rourkela and Durgapur. They also Rdvised that a change 
over will be arranged by HSL in consultation with Pyrites and 
Chemical Development Corporation. 

, 8.18. The Government however approved and released foreign 
exchange for placement of the orders on Messrs. Koppers for the hy-
product plant including the mlphuric acid plant based on the ele-
mental sulphur under the expansion scheme, subject to the condition 
that the new Sulphuric Acid Plant should be so designl!d that it 
may be converted to the use of indigenous pyrites at a later date 
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to take care of any delay that may arise in taking final decision IIl1. 
the matter. The contract was accordingly placed on the 4th July, 
1963. However, for the Sulphur Burning Unit for the original plant 
the orders were not placed till 16th November, 1966. The Com-
mittee were informed that the Managing Director, ~'rites and 
Chemicals Development Corporation advised the Ministry in Sep-
tember, 1965 that indigenous pyrites would not be available earlier 
than middle of 1968. This was communicated to the H.S L. in 
October, 1965. Thereafter, the suppliers (Messrs. K. F. W.) were 
approached on the 19th November, 1965 for financing the project 
from DM credit earmarked for 1.8 MT Expansion Scheme. Mes~rE'. 

K. F. W. agreed to the proposal on the 25th November, 1965. Ordr:rs 
were thereafter placed on 16th November, 1966. The sulphuric acid 
pla.nt had been commissioned in August, 1970 and was under trial 
operations. 

8.19. The Committee regret to note that the sulphuric acid plant 
erected in May, 1960 at a total cost of Ks. 16.67 lakbs could not be 
commissioned till August, 1970. There had been avoidable delay in 
placing orders for sulphur buming unit costing as. 3.81 lakhs to make 
good the deficiency of hydrogen sulphate content in the Coke Oven 
Gas. Surprisingly it took H.S.L. a period of five years for placing 
orders for this unit after the suggestion was made in this regard by 
the suppliers. It is surprising that about 2i years were taken only 
in ascertaining from the Pyrites and Chemicals Development Cor-
poration the position regarding the availability of pYrites in terms 
of the Government direction issued in ],963 that the existing Plants 
be designedjmodified to use indigenous pyrites instead of imported 
sulphur. 

8.Z0. The Committee also find that the contract for the by-product 
plant including sulphuric add plant under the Expansioll Scheme 
was placed on the 4th July, 1963 with elemental sulphur burmng 
equipment with a future provision for pyrites burning. It is para-
doxical that while the orders for tbe Sulphuric Acid Plant under 
the expansion scheme were placed in July. 1963 itself pending exa-
mination of availability of pyrites, the Management waited till 
November, 1965 for a reply from the Pyrites and Chemicals Deve-
lopment Corporation regarding the supply of pyrites before placing 
orders for the Sulphur burning unit in respect of the sulphuric acid 
plut already installed under the original scheme. 

The Committee are also not able to appreciate how a period of 
four years was allowed to elapse between the placing of order for 
the Sulphur buming unit in November, 1966 and the commissioning 
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of the Plant in Aqust, 1970. This is indicative of a r.,lsurely u" 
almost casual manner of dealblg with plant operation which the 
Committee cannot but too strongly depreciate. 

8.21. The Committee also fail to appreciate the decisioll to instalr 
another Sulphuric acid plant with higher capacity while the plant 
installed earlier could not even be commissioned till August, :1.970, 
not to speak of its workblg satisfactorily. 

Naptha reforming Unit of' Fertilizer Plant, Rourke!" 

8.22. The Fertilizer Plant of Rourkela Steel Plant has also been 
working much below its ruted capacity. The percentage of rated' 
capacity achieved by the Fertilizer Plant during the last three years-
was as follows:-

1967·68 . 34 ~~ 

1968·69 . 42 % 

1969·70 . 26% _._-----.... __ ..... __ ._._------------
8.23. The working results of the Plant during the above three" 

years were as follows:-

Net Loa. ------ -_._------------------
1967·68 
1968·69 
1969·70 

Rs. 10' 96 million 
Rs. 11·14 million 
Rs. 16'80 million 

The total cumulative loss suffered by the Plant till 1969-70 was' 
12.29 crores. 

8.24. The Committee have been informed that the loss has been' 
mainly due to the fact that the fertiliser plant has been running at 
a very low capacity as compared to its rated capacity. This under-
utilisation of capacity is mainly due to inadequate availability of 
coke oven gas from the steel plant. 

8.25. The Zaheer Committee which examined the working of this 
Plant had suggested that to meet the shortfall of coke oven gas a' 
Naptha Steam Reforming plant with a capacity of 8,500 Nm 3 hr. of 
hydrogen be installed in the fertilizer plant. This Unit was com-
missioned on 30th December, 1968. The Plant, however, met with 
a number of initial operational difficulties and on 18th May, 1969, i.er 
only after 4i months of its commissioning, there was an explosion 
in the reforming furnace of this plant. The Plant had been shut 
down since then and was commissioned only on 7th August, 1970. 
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8.26. As tegards the reasons for the explosion, the Committee were 

informed that immediately after the explosion in the Naptha Be-
. forming Unit' of the Fertilizer Plarnt on 18th May, 1969, a Fact-find 
Team was set up by the General Manager, Rourkela Steel Plant, 

,·consisting of the German General Superintendent and the Assistant 
-General Superintendent of the Steel Plant,the Chief Superintendent 
of the Fertilizer Plant and a representative of MIs. Ottos, the Con-
tractors for the design, supply and erection of the Naptha Reforming 
Unit, to collect the facts concerning the accident so as to establish 
the sequence of events leading to the explosion. Later, on 21st May, 
1969, an Expert Committee was set up by Hindustan Steel Limited 
under the Chairmanship of Shri V. K. Kasturi Rangan, Chief Pro-
ject Officer, Department of Petroleum and Chemicals to go into:-

(i) Causes and circumstances leading to the explosion; 

(ii) Survey the damages sustained jointly with the contractor, 
MIs. Otto & Co. 

(iii) To fix responsibility for acts of omission arnd commis-
sion involved; 

(iv) To recommend the technical precautions whereby such an 
occurrence could be avoided in the future. 

8.27. The Expert Committee submitted their report on 17th July, 
-1969. The main points arising out of the report were as follows:-

(i) The broad assessment indicated that approximately Rs. 40 
lakhs will have to be spent to restore the furnace to its 
original condition, which included dismantling, procure-
ment of all supplies erection, supervision, transportation, 
insurance etc. About 50 per cent. of the above amount 
would be in foreign exchange. 

(ii) There was lapse on the part of Contractors, MIs. Otto & 
Co., to give clear operating instructions; especially when 
no written instructions were given to operators before 
each shift in case of change of programmes; 

(iii) The procedure ado,pted in purging into the furnace was 
completely wrong and was probably undertaken jointly 
by the staff of Fertilizer Plant and MIs. Otto. The hazards 
of purging the gas through the hot furnace were not 
realised; 
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(iv) Purgmg should always be done outside the furnace and 
. not into the furnace. The procedure suggested by the 
Ottos in purging should not be practised; and 

~v) Additional facilities enahling more liberal pro'Visions for 
purging should be prov ided. 

8.28. The Committee were informed that necessary steps had been. 
taken by the Hindustan Steel Limited in June. 1969 in agreement 
with the Contractors for the rebuilding of the furnace within 13 
months. It had been agreed that Mis. Otto, should arrange pro-
curement and supply of all f.o.b. items required for the repairs and 
HSL should advance to Mis. Otto, rupee portion needea for the 
same. This arrangement was, however, without prejudice to the 
interest of either party claiming damages on account of the repairs 
of the furnace. Accordingly, orders for f.o.b. materials had been 
placed. 

Besides the amount of Rs. 40 lakhs approximately which was re-
quired to restore the furnace to its original condition, there was 
considerable loss of production. The original targetted production 
programme ofC.A.N. (25 per cent N) Fertilizer for the year 1969-70 
was 4,00,000 tonne~ depending upon the minimum supply of 40-
45,000 Nm hr. of coke oven gas from the Steel Plant. As against this, 
actual production, was of the order of 1,20,000 tonnes .. While inade-
quate supply on account of labour troubles and difficulties with screw 
compressors of the By-Product Plant was responsible for the short· 
fall in production, the non-availability of naptha on account of the 
explosion also contributed to the shortfall. 

8.21. The Committee repet to note the loss of about ... 40 IakIUI 
suftered by the Rourkela Steel Plant due to explosion in the Naptha 
Refol'llliDl Vllit of the Fertilizer Plant. They would Hke to be in· 
formed of the action taken by the RSL for the VariOUI acts of ommw· 
sion and CGIDDliulon on the part of the Contraeton, Me. pointed out 
by the Kastlll'i Ranpn Committee. 

2»42,(Aii)~7. 



IX 

INVENTORIES 

9.1. The following table shows the position of inventories for 
H.S.L. as a whole during the last three years. 

Toldl [rIfJ,ntcwUI (this includes RtzrD Marmals, Fir.isMd & &mi-Fir.isMd 
materials t!I Sums and .parlS) 

(In Millions of Rupees) 

Total InventGriesof Value of production Total inventories 
raw materials, finis- includilll deprecia- as perceDta,e of 

Year hed & Semi-finished tion & interest value of production 
materials stores & 
spares as (In 31 s t 
March 

J967-68 1631'6 2642'8 61'73 
1968-69 . 1692'6 3192'9 53'01 
1969-70 • 1733' I 3862'4, 44'87 

9.2. The break up of total inventories was as follows: 

Year 

1967-68 

1968069 

19&70 . 

Year 

IH7-68 
1H8-69 
19&70 . 

(Tnwn'ory of Rar.o Matnials) 

Stock of Raw ma- Consumption of 
terial. as on 31st Raw materials 

March 

109'1 

161·2 

117'3 

823'4 

~2'7 

1180'3 

Stock of Raw ma-
terials al perceotaae 
01 consumption 

13'25 

16'24 

Inwnturkl of finish«l and ,,,,,;-finished matwials 

(In MiUions (If Rupees) 

Stock offinilbecland Value oflBlea 
aemi.finiahod mate-
rials as OD 31st 
March 

578.5 
567'7 
617.6 

90 

2517 .7 
3203.8 
3813.3 

.-------
Stock of finished and 
semi-finlahed mate-
rials al pe~taaeor 
laJes 



Year 
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1~ 0/ ,tori. and "." 

Stock or stores " ConlUmption or 
Spares as on 3lat stores" spares 
March 

(In mUlion. or rupees) 

Stock or stone 4; 
. spares 81 porceo-
taae of couump· 
tion 

-----------,--------------_. 
1967-68 
1968-69 . 

1969·70 . 

368·.5 

413'3 

49.5.6 

2.56'17 

233'17 

201.43 

-------------------------------~----------------

The Plant-wise details of inventories are given in Appendix V. 

9.3. It will be seen from the above tables that there has been a 
down-ward trend in the level of inventories durihg the last three 
years. It is, however, noticed that the value of stores and spares 
was still high and the stocks at the end of 1969-70 was equivalent to 
26 months stock on the basis of annual consumption. 

9.4. The inventory position in respect of individual plants al90 
shows that in Alloy Steel Plant the inventories were still very high. 
The total value of inventories as percentage of value of production 
was 121 per cent in this plant as compared to 35 to 51.6 per cent in 
the other three steel plants. 

9.5. As regards the reasons for high inventories in Alloy Steels 
Plant it was stated that the high inventory ratio in this Plant was 
due to the fact that the production at the plant had not attained its 
rated capacity and the total inventories included left-over of con-
struction materials, some initial spares and raw materials includ-
ing ferro-alloys whose consumption pattern was yet to be established 
with the picking up of production. 

The follOWing measures had been adopted for the control of in-
ventories:-

1. Cataloguing of General Stores & Spares. 

2. Conducting ABC analysis and exercising strict control over 
A items. 

3. Taking all items of general stores on Automatic Procure-
ment system. 
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4.· Ta:t<ing disposal action for surplus items. 

5. Long terms contract for regular and high value items so 
that most of the supplies are in the pipe line. 

6. Standardisation. 

7. Import substitution activities. 

As a result of the above measures, the ratio of the total inven-
tories had been gradually coming down from year to year. 

9.7. As regards the steps taken for reducing the stock of stores 
and spares in the steel plants, the Committee were informed that so 
far as items under general stores and refractorie~ were concerned 
the cataloguing of general stores items had been completed in 
BhUai, Durgapur and Rourkela Steel Plants and had been complet-
ed to the extent of 67 per cent in Alloy Steels Plant. The remain-
ing work was likely to be completed by about the middle of next 
year. While cataloguing, variety reduction aspect is also kept in 
view. Further, A, B, C, analysis had been carried out at all the 
plants. Category 'A' items are reviewed with reference to the stock, 
consumption during the last three months, quantity outstanding 
against requisitions, orders etc., once a month. Mo!!t of the 'A' cate-
gory items orders covering annual requirements are placed with 
phased deliveries spread over the whole year. All times of general 
stores had been brought under automatic procurement system at 
Durgapur. Rourkela and Bhilai Steel Plants. The work in Alloy 
Steels Plant was in progress and was likely to be completed at all 
the plants by about the end of next year. A system of locating 
surplus items and the disposal of the surplus periodically had also 
been developed. 

9.8. As regards spares, cataloguing in a newly devised proforma 
was being done and was likely to be completed by about the middle 
of next year. With the cataloguing of spares, thei~ classification 
into slow moving, fast moving and risk insurances items was also 
being carried out. Monetary ceilings had been prescribed on pur-
chase of spares for each Department of the plant. An exercise was 
also being made in standardisation and variety reduction. 

~.9. To encourage import substitution Government had also ap-
pointed in June, 1969 a Committee under the Chairmanship of the 
Chief Engineer, Central Engineering and Design Bureau of Hindus-
tan Steel Limited to make an expert review of the progress so far 
achieved in the matter of import substitution and the existing ar-
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rangements for securing a coordinated development of manufactul'" 
ing and other facUities and to suggest measures which should be 
taken for progress in the reduction in the imported requirements of 
spares, components etc. for the steel industry, both in the public and 
private. sectors. The report of the Committee had been received and 
their recommendations were under consideration. 

Hindustan Steel Limited Workshops were being fully used to 
meet the demands of the plants. Each Plant had been provided 
with a unit of spare Part Cell/Equipment Planning Department. 
The import substitution work for spares and sub-assemblies was. 
however, very much dependent on the availability of manufacturing 
drawings and special steels required for the purpose. Efforts were 
being made for the acquisition of the required drawings from the 
eqUipment suppliers and to make drawings where these were not 
available from the suppliers to the extent possible. 

9.10. Thus, according to H's.L. increasing control is being exer-
. cised in order not only to keep a check on the rise in inventories but 
also to reduc~ inventory holdings. Budget for procurement of stores 
and lipares and refractories is also drawn up well in advance of the 
financial year taking into consideration the stocks in hand, past con-
sumption arid estimated future requirements. Purchases are kept 
within the budget and control is exercised through monthly state-
ments. Remedial measures are also taken in case of variations. 

9.11. The Committee Dote that the inventories in the Steel Plants 
of H.S.L. have shown a declining trend during the last three years 
and the total inventories as percentage of value of production was 
43 per cent in U69-70. However, in the case of stores and spares, 
the value of stock was still equivalent to 26 months OB the basis of 
annual cOBsmnption. The Committee hope that the VariOUB mea-
sures undertaken by R.S.L. in this reprd will help in bringing down 
the stock of stores and spares. 

9.12. The Committee also find that Alloy Steels Plant was sttu 
having heavy inventories.. These were 121 per cent of the totlll 
value of production in 1969-70 as compared to 43 per cent for the 
R.S.L. as a whole. Heavy inventories not only result In blocldng 
of Capital but also mean avoidable expenditure by way of Inven-
tory carrying cost. The Committee recommend that a special 
drive be made to reduce inventories in this plant without 8ny far· 
ther loss of time. The Committee also suggest that the possibility 
of using computerised services for Inventory eOlltrol may be eD-
mined. 
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X 

ORGANISATION 

Board of Directors 

10.1. The Board of Directors of H.S.L. has undergone several 
changes with regard to its type and composition during its existenoe 
of 16 years. Originally when HSL was established, it had a Board 
without any functional Directors. In their 33rd Report, the Esti-
mates Committee (1958-59) recommended that for better adminis-
tration and co-ordination full time Directors should be entrusted 
with the charge of certain specified de?artments of the Company. 
The Board of Directors was therefore changed from the policy type 
to the functional type between 1959-61. However, in 1962-63, the 
Policy Board was again revived. The functional members of the 
Board were dropped and so were the General Managers of the 
Plants. ,The Board consisted of one whole-time Chairman and the 
rest were part-time Directors. 

10.2. The Committee on Public Undertakings also examined this 
matter and in their 28th Report in April, 1966 on Head Office of 
Hindustan Steel Ltd. the Committee observed that the functional 
Board pattern would be best suited to HSL. The Committee also 
considered that there were advantages in inclusion of General 
Managers on the Board. 

10.3. In a statement laid on the Table of Parliament by the Min-
ister of Steel, Mines and Metals on Performance of the Hindustan 
Steel Ltd., in April, 1968 it was stated inter alia that in response to 
the compulsions of the present situation several basic changes had 
been made in the top management structure of H.S.L. It was en-
visaged that in addition to the Chairman, there would be as full 
time functionaries two Deputy Chairman and three functional Dir-
ectors, one for Finance, one for personnel matters including Indua-
trial Relations and one to attend to the Commercial side. Further, 
by restoring the General Managers to the Board of Managemeut it 
was sought to be ensured that the practical experience of the Gene-
ral Managen was available to the Board of Management in shapinr. 
policy. 

10.4. In pursuance of these decisions, three functional Directors 
were appointed on the Board. One each for Finance, and personnel 
matters and one to attend to the commercial side. The General 
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Managers of the Rourkela, Bhilai, Durgapur and Alloy Steel Plants 
have also been appointed on the Board. 

10.5. As regards appointment of Deputy Chairmen, the Commit-
tee were informed that two posts of Deputy Chairman had been 
.envisaged at a time when the amalgamation of Bokaro with H&. 
was contemplated. It was subsequently decided that the merger of 
Bokaro Steel Ltd. with H.S.L. should be considered after it had gone 
into production. Accordingly, only one post of Deputy Chairman 
was sanctioned and the post was filled on 6th December, 1967. This 
post however fell vacant towards the end of March, 1969 consequent 
·on the transfer of the incumbent to another post under Government. 
Having regard to the urgent need for stepping up production in the 
·Steel Plants a post of Directors Production has been sanctioned in 
lieu of the post of Deputy Chairman. The post of Director Produc-
tion as filled on 23rd September, 1970. 

The Board of Directors at present consists of 13 members includ-
ing the Chairman. Four of them viz., (Director Personnel), Direc-
tor (Commercial), Director (Production) and Director (Finance) 
are functional Directors. Another three are the General Managers 
of the three Steel Plants. The remaining five Directors represent 
the Ministries of Finance and S~eel, the Chairman of Heavy Engi-
neering Corporation, Bokaro Steel Ltd. and a non-official Director. 

10.7. The Committee hope that the present system of the funr.-
·tional Board would be given a fair trial and frequent changes either 
in the character of the Board or its personnel, as has happened in 
the past, would be avoided. Now that the HSL has four functional 
Directors, the Committee expect the top m~gement to have ellee· 
-tive central control on important matters of policy and to provide 
-suitable guidelines to the plant with a view to improve their work-
ing. It should however, be ensured that the plant management' • 
. initiative and self-coDfldence is maintained by allowing them to 
function independently within their respective spheres of delegated 
authority. 
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FINANCIAL MATTERS 

<a> Financial Position 

11.1. The table below summarises the financial position of the 
H.S.L. under broad headings for the years 1967-68 to 1969-70:-

Liabllitle$ 
<a) Paid up Capital (Inclu. 

dioj shuo d~pOlit). . 

(b) Reserves and surplus 
(Capital contribution from 
outside parties) 

(c) Borrowings: 

(i) Prom tho Government 
oflndia . • . 

(il) From ror.:ign party . 

(iii) From Bank (inc1udina 
cuh credit), • • 

(d) Trade dues and other 
currc:n~ Ibbilitiea (iacludinS 
provIsion); . . • 

Total, 

AsH" 
(0) Gross Block 

(f) Less Depreciation 

(8) Net fixed assets : • 

(b) Capital work.i!l-PI'OJI'OSI, 

(I) Expenditure clurilll con· 
Itruction/Expansion awal-
tin, aUocation 

1967·68 

55,200 

53,150'03 

1,417'49 

12,269'63 

122,037'15 

99,747'20 

29,267'13 

70,480'07 

7,732'50 

(RI. in laths) 

1~8-69 

55,700 

0'80 

54,183'36 

897'54 

1,BS4'S7 

10,370'57 

123,006'84 

107,802'76 

35.oa8'62 

72,714'14 

3,839'30 

388'06 

1969·70 

55,700 

1'01 

50,581 '29 

1,043'61 

2,035'07 

10,586'88 

119,947'86 

112,300.84 

41,492'85 

70,807'99 

2,926'81 
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(j) Current aJscts, IOaDl ct 
advances (incluiin. invest-
m'nt~ ro::eived from outside 
puties as security Depo-
lit) • , 30,599'12 29.386'79 28,402'81 

(k) Invll8tment . 67'48 0'76 0," 
(1) Other uaot. : 

(i) D"rerrcd R.evenue Ex-
penditure (includin. 
Mines Development 
Bx ~enditure, Limestone 
Development Cell 
Expenditure and United 
CE ct DB Development. 
Expenditure) . 498'04 414'81 344'13· 

(ii) Profit IlDd 10 .. Acc-
ount. 12,243'81 16,235'48 17,282.76 

(Ui) MiaceUaneous expen-
ses not written off , 27.50 27'50 27'50 

TOTAL 122,037' IS 123,006'84 119,947'86 

-----
Capital emPloyed 88,992'87 92,016'04 89,020'06 

!\1etworth . 42,430'65 39,023'01 38,046'62 

N~t:::-I. Capital employed represents net fixed ulets plus workin. capital. 

2, Net worth represents paid up Capital plus reservealess intan.ible Uletl. 

(b) Project Estimates 

11.2. The table below indicates the estimates as originally drawn· 
and those revised from time to time together with the actual expen-
diture incurred upto 31st March, 1970 for the three steel plants 
(1 million tonne plant): 

(Rs. in crore.) 

Original Revised llevlsed Revised Actual 
E'ltimltes Estimates Estimates Estimates COlt 

(1955) (1957) (1961) 1(963) aplo 31st 
March, 
1970 

(provisi-
onal) ----........ . ----------Bhilai Steel Plant 110.00 178.65 199.32 202.34 199.86 

Durppur Steel Plant . 115'00 16HIO 199'05 201'26 195'18 

R.ourkela Steel Plant 128'00 213'85 221'33 233'20 230'69 
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11.3. It will be seen from the above table that there have been 
several revisions of the estimates in respect of all the three ste~l 
plants and the actual capital cost up to 31st March, 1970, on the on., 
million tonne plants was 177 per cent of the original estimates in 
1955. The main reasons for the revisions in the estimates from time 
to time in the case of each plant are given in Appendix VI. 

11.4. In the case of the expansions of these plants also there were 
several revisions of the. estimates as shown below:-

(Rs. in crores) 

B\ti· First Revised Bathna· Bat!· Revi· 
mate. Bad. Bsti- tea mates led 
drawn mates mates sane- sane- Bsti· 
upby drawn drawn tioned tioned mates 
C')naul- up by ~ by by by the 
tants Com- Board Govt. Board 

pany pany (1967) 

"- - - - - -- -------
Bhilai Steel 104'60 157'30 165'88 164'35 138'14 152'26 

Plant (2. 5 (July, (1962) (1964) (May, (Oc:t, 
million (961) 1965) 1965) 
tonnecx-
panalon) 

D .Jrlal)ur , 66'20 64'61 69,70 60'59 58'65 67'78 
StOel Plant (A:l) (Much, (June, (Feb. (June, 
(1" mil· 19 1963) 1963) 1965) 1965) 
HOD tonne 
expansion) 

I Rourkela 
StlelPlant 

(1'8 mit-
liODtonnc 
expauslon) 

77"5 113·17 135'70 124'48 105'53 167'40 
(Feb. (Scp. (1963) (Fob. (Oct. 

(1) 1962) (5) 196", 

Bati. Actual 
mate; coat 
app· 

roved 
up to 
31-3-

by the 1970 
Govt. 

151,21 151'21 
(1970) 

67'78 64'43 
\NoV. 

969) 

- 154.59 

-----... --.----------------.--.--~-

M.8. Tho above fiJllr.,.cb n3t in:ludo exp~l1dituro on township ad anciliari .. 

11.5. The main reasons for the revisions in .the estimates for the 
exptlnsiOll of each of the three steel plants are given in Appendix 
VII. 
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11.6. Because of heavy capital expenditure on these plann, the 
gro'iS block per tonne of steel ingots in the steel plant of HSL was 
considerably high. The following table shows the gross block per 
tonne of steel ingots in the three steel plants of HSL and its com-
parison with that in the private sector steel plants in India:-

Groll Block per toane of Steel Ingots 
(Rupoea) 

Million Expan· Com· 
tonne SiOD biDed 
plant 
stqe --------_._---------

Bhilai Steel Plant 

Durgapur Steel Plant 

Rourkela Steel Plant 

Tata Iron &;~Steel Co. 

Indian Iron &; Steel Co. 

RI. Rs. RI. 

2023 10S3 1441 

2013 1233 1721 

2332 2180 2264 

l342 

1131 

-~-------------------------

11.7. The Committee enquired during evidence the general rea-
sons for the frequent revision of these estimates. The Chairman, 
HSL stated that one of the reasons was that from time to time there 
were additions to the facilities. 

Another reason was the iucrease in the cost of civil construction 
due to changes in the rates and quantum of work. Further, if the 
time taken in completing the project is more than originally envisag-
ed, it results in increased capital costs by way of interest charges, 
etc. 

I1.B. As regards the reasons for the difference in the cost of 
expansion of Rourkela and Durgapur Steel Plants, it was stated that 
the two plants were not similar. Rourkela Steel Plant has mainly 
L.D. system ,of making steel whereas Durgaput' Steel Plant has only 
the open hearth system. Further, the expenditure incurred on the 
rolling mills was also difteR!nt depending u?on the products to be 
manufactured. In Rourkela, there was large expenditure-nearly 
half of the equipment cost-on the cold rolling milla for further 
processing of the material which increased east without adding to 
the tonnage capacity. 

11.9. As regards the reasons for higher capital cost in the case of 
H.SL. as compared to steel plants· in private sector the Committee 
find that in a statement laid on the Table of the House in April, 
1968 by the then Minister of Steel, Mines & Metals on the perform-
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ance of HSL, the following factors were stated to be responsible for 
higher capital cost of HSL:-

(i) These plants were ordered during the period 1956-57. As 
against this, only about 50 per cent of TISCO's plant and 
equipment, namely, those which formed part of their 
Modernisation and Expansion programme launched in 
1951-52 and their Two Million Tonne Programme in 1955-56 
can be considered as modern facilities, as indicated in the 
speech of their Chairman at thei\' F'ifty-third Annual 
general meeting. In the case of HSCO the proportion of 
post war equipment is less. The-refo~e,·. the higher capital 
costs of the HSL plants per unit capacity vis-lCl-Vis TISCO 
and lISCO on the one hand and of TISCO vis-a-vis liSCO 
on the other reflect the differing average age composition 
of the facilities in the three Companies. 

(ii) The cost of the HSL plants were pushed up by the fact 
• that their foreign exchange COEtts WE'l'a financed with 

source-and projf'ct-tied loans which precluded their 
being bought on the commercial basis of global tenders, 
an average TISCO and liSCO enj oyed by virtue of the 
fact that their expansions/modernisation wel'e financed by 
World Bank loans and plant and equipment were secured 
on the basis of global tenders, 

(iii) Another cost raising factor was that t.heir construction 
was in the main undertaken on turn-kE'Y basis and to the 
destgn and engineering of foreign consulting engineers. 

(Iv) The HSL plants have substantial built-in capacity at the 
million tonne stage. While such capllcity would be pro-
gressively absorbed when the current expansions get 
under way, they constitute idle investment at the million 
tonne stage and depress the capital/01ltput ratio, 

(v) The HSL plants were set up on green field sites which 
involved substantial development charp:es in the creation 
of the needed facilities. In particular, the capital expendi-
ture on townships is as high as Rs. 70 crores. Unlike the 
case with TISCO and lISCO who were able to devel.,p 
the township facilities over an extended period of time 
and with the aid of self-generated resources, this expendi-
ture had to be incurrp.d not gradually but all at once and 
at the very beginning with resources advanced by Govern-
ment. The related interest charges ha"t> added to the 
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burden o~ recurring annual deficits' on running the toWD" 
ships. 

(vi) The capital costs of the HSL planis reflect progressive 
increases in the rates of customs duty that took place since 
the beginning of the Second Plan period. It has been 
computed that the customs duty paid by HSL on capital 
equipment amounts to about as. 75.4 crOl'es till end of 
March, 1967. This part of the capital expenditure Sotands 
already recouped to public reVE'nue. 

11.10. The question of capital costs was also considered by the 
Mehtab Committee. That Committee found that there is scope for 
the reduction of capital cost, particularly in respect of the following 
items; (i) plant and' equipment, including its erection; (ii) struc-
turals; (iii) refractories; (iv) civil engineering; and (v) township. 

11.11. The Mehtab Committee made the following recommenda-
tion'S to reduce the cost of these item~ .. :-

II (i) 

(ii) 

(iii) 

Turn-key contracts which have generally been found to 
be more expensive should, as far as possible, be avoided 
unless the need for speedy work makes such an arrange-
ment unavoidable. 

The experience of expansion programmes shows that it 
should now be possible to make a substantial shifts to 
indigenous plant and equipment. Such a shift would be 
particularly helpful to secure substantial savings in foreign 
exchange. The country is now weU-equipped to design 
the general lay-out of a Steel Plant. But We have a hig 
gap in our ability to design equipment. The Design Orga-
nisation is the country should be strengthened and 
encoura'ged to develop equipment designing. 

Structurals fabrication is another item in which consider-
able reduction can be achieved. 'New designs should be 
developed to reduce the total tonnage of steel for the 
structurals. Our engineerings industry is now capable of 
developing and implementing such 1m proved designs. 

(Iv) As re,ardi refractories, already, we are using mostly indi-
genous manufactures' but we should make efforts to rely 

entirely on our own Tefractories. Their qualtty however, 
needs to be substantially improved. 
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(v) The civil engineering works which were undertaken as. 
part of turn-key jobs, naturally tendered to be expensive. 
The foreign contractors actually get the work done from 
the Indian firms. As we shift from turn-key to r.on-tum-
key arrangements we should have direct cl)ntracts with 
the Indian engineering firms for all the construction work 
in the steel plants. The number of such firms is, how-
ever, limited anfi conditions should be created to encourage 
the entry of new organisations in order to ensure com-, 
petition, which would bring down the cost of engineering 
work. 

(vi) The present situation with regard to steel townships need& 
to be reviewed. As time passes, the burden of public 
utility seivices on the steel plants will 'Io on increasing. 
The State Governments should be persuaded to share t~ 
cost of eS6'ential services particularly in view of the fact 
that they derive considerable revenue from the location 
of the industry in their areas. 

As regards future townships, there is a need for improving 
the lay-out to plan compact towns. The number of 
quarters per acre can be very much increased and thereby 
the cost of land as well as utility service reduced." 

11.12. The Committee enquired the action taken by Government 
on these recommendations. They were informed that the recom-
menliations made by the Mehtab Committee in regard to cost reduc-
tion were generally acceptable. In fact, some of the suggestions 
made by the Committee have already been implemented. In the 
case of the Bokaro Steel Plant, the agreement betwepn the Govern-
ments of India and the USSR for this Plant does not envisage a 
turn-key contract. For the first stage of the Plant, the total machin-
ery and eqUipment required is 282,440 tonnes. Of this. only 1,02,902 
tonnes would be imported. Similarly of 2,35,841 tonnes of steel 
structures required, only 17,708 tonnes would be imported from 
USSR. The bulk of total Bokaro's refractory requirements would 
be obtained indigenously. For Civil Engineering work, the contract 
has been given to Hindustan Steel Works Construction Limited. To 
promote maximum possible Indian participation in carrying out the 
design work, MIs. M. N. Dastur and Co. (P) Limited have been 
appointed as the Indian consulting engineers for a period of seven 
years from the 1st January, 1966. Their functions include prepara-
tion and submission of tender documents in respect of such portions 
of the plant, machinery and eqUipment as are outside the scope of 
Soviet suppliers and preparation of design and construction drawings 
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for the units to be designed in India from the design assignmenb to 
be supplied by the Soviet Consultants. 

11.13. The Central Engineering and Design Bureau of Hindustan 
Steel Limited has' signed a licence agreement with MIs. United 
Engineering and Foundry Company, Pittsburgh, USA in the begin-
ning of 1969 for the acquisition of technical know-how :Cor the design 
and manufacture of rolling mill equipment. To bridge the existing 
gap in its capacity to undertake planning of a steel plant as well as 
detailed designing of major units of a steel plant complex, an agree-
ment has been recently signed with TIAZPROMEXPORT, USSR.. 

11.14. As regards refractories, the difficulties relate mostly to the 
supply of basic refractories' for open hearth furnaces. A satisfactory 
solution of this problem seems to involve the location of this problem 
seems to involve the location of new sources of high quality raw 
materials, especially magnesite and improvement in quality of 
refractories consistent with technological development in the field 
of steel-making. This matter is presently under the consideration 
of Government. 

11.15. The question of economy in the cost of civil construction 
has already been considered by Government and a number of instruc-
tions have been issued by the Bureau of Public Enterprises to the 
Public Sector Undertakings. covering economy in the cost of RCe 
structures, norms fOT engineering staff and supervision charges on 
civil construction, provision for contingenCies in the estimates for 
civil works, etc. 

11.16. Various matters rela,ting to townships and factory, build-
ings of public undertakings were considered by the Committee on 
Public Undertakings in their 8th Report (Third Lok Sabha). Action 
taken by Government on their recommendations contained in this 
Report has' been indicated in the 19th Report of the Committee 
(Fourth Lok Sabha). 

A number of instructions have been issued by Government 
through the Bureau of Public Enterprises covering such matters as 
rational assessment of land requirement·s, rational assessment of 
requirements of residentiai accommodation, proviSion of semi-
permanent structures, phasing of township requirements, norms and' 
standards for industrial housing in public sector undertakings, etc. 

11.17. The heavy capital expenditure on the plants of HSL is a 
major factor responsible far raising the cost of steel as against the' 
depreciation charges account for about 25 per cent of the total cost 

----... '-"-""" .-.•.... --- ,---_ .. _-_ .... _ ... 
• The C'orrl'1litte will examine the wof·ing' or (enttal Engineerilll .nj Desipl 

BureJu or H.S.L. in part n or this report. 
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·of production of steel. The Committee regret to note that there have 
been frequent revisions and considerable increases in the capital cost 
estimates as compared to the original estimates for each of the three 
plants of HSL not only for the original million tonne plants but also 
for their expansions. In order to have a proper economic appraisal 
of a project it is essential to prepare realistic estimates taking into 
account all foreseeable items of expenditure to obviate the need 
for freqquent revision of estimates'. H substantial increases in capital 
outlay are placed before Government for approval 9fter the project 
has been launched Government are left with no alternative but to 
approve the increase. 

11.1S. The Committee find that one of the real'lOnb for increase 
in capital cost has been the delay in construction and commissioning 
of the plants. There have been inordinate delays (2-3 years) in the 
commissioning of some of the units of the three steel plants bnth 
in the case of original oile million tonne plants and their expansions. 
These delays result in higher capital costs on account or increased . 
interest charges and administrative expenses during construction 
besides escalation in prices. The Committee recommeud that steps 
shOUld therefore be taken to control the time taken for the construc-
tion and commissioning of the plants by making eRective use of 
modern net-work analysis techniques like Programme Ev.luatlon 
and Review Technique and Critical Path Method. 

The Committee further suggest that strict control should also be 
maintained over expenditure to ensure that there was no wastage er 
avoidable expenditure on the setting up of the plants. 

(C) Working Results 

11.19. The working results of H.S.L. 8!:1 a whole and also on the 
individual units for the last three years are given below: 

(Rs. in lakbs) 
__ • __ 'h _____ .. ______ 

Profit (+) Prior period Profit <+) 
Loss(-) adJustments Loss (-) 

made in tho ~rior year 
a '..::'OIlt 

-COflSO',.,ed PoslrlOn 
~-)1.877'Ol ~-) 134'86 (-)4,011'87 1967-68 

1968-69 -)3.942'03 -) 49'~ (-)3.991 '('7 
n6~70 (-)1,090'" (+) 43.27 (-)1,047.28 

Unit., 
BIelItII 

~-) 81S.89 96.24 (-~7 ,1112.13 1967-68 (-) 
1%8-69 -)1,119.41 (-) ., ... (- 1,13529 
1969-70 (+) 282.72 (+) 81.88 (+) 364.60 
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1 2 3 4 

DIU,.", . " I ~ 

1967-68 (-)\,737.95 (-) 70.49 (-)1,808·4 
1968-69 (-)1,749.08 (+) 12.03 (-)I,737.0S 
1969.70 (-)1,536.17 (-) 14.32 (--)~,SSO.49 

Ro"rk~/a 
1967·68 (-) 780.80 (-) 11.7S ~-) 720.SS 
1968·80 (-) 30S.S0 (-) 91.69 -) 397.19 
1969·70 <+) 829.41 (-) 46.41 (+) 783.00 

CoalWashmu 
1967·68 <+) 13.33 <+) 311.67 (+) 52.00 
1968·59 <+) 20.98 (+) 39.28 (+) 6O:ui 
1969·70 (+) 15.07 (+) 22.30 (+) 37.37 

F~rtilisers Plant (Rourkela Steel Plant) 
1967-68 (-) 119.39 . ~+) 9.82 (-) 109.57 
1968-69 (-) 127.33 +) 15.94 ~-) 111. 39 
1969·70 (-) 179.21 (+) 11.19 -) 168.02 

Alloy Steels 
1967-68 (-) 481.94 (-) 3.72 (-) 478.22 
1968·69 (-) 673.56 ( ..... ) 9.08· (-, 68264 
1969·70 (-) 573.56 (-) :r. ;2 (-) 577.58 

11.20. It will be seen from the above table that there' has been 
considerable loss suffered by H.S.L. during the last three years. In 
fact, except during the years 1964-65, and 1965-66, the H.S.L. has 
been running into losses since commencement of production in 
1958-59. The net aggregate loss to HSL as on 31st March, 1970 
amounted to Rs. 172.83 crores which worked out to 31.03 ·per cent 
of the equity capital of Rs. 557 crores. In· addition there were 
cumulative balances under miscellaneous expenses (Rs. 27.50 lakhs), 
Deferred Revenue Expenditure, limestone Development Cell Ex-
penses and Mines Development expenses, etc. (Rs. 344.13 lakhs) 
which are to be written off by charge to. profits of subsequent years. 

11.21. The Committee were informed that the main reasons for 
heavy losses in HSL were: 

Unremunerative sales prices. The price structure for steel, as 
approved by the Government in 1962, j>rovided for depreciation at 
:5 per cent and return at 8 per cent on a gross block of RI. 1176 per 
tonne of finished steel (which was largely bned .on ~he then block 
'Of TISCO). HSL's gross block after expansion will be in the region 
'Of Rs. 2,400 pJ!r tonne of saleable steel. Had this been accepted 88 
the basis for price fixation, HSL would have made a cumulative 
additional revenue of Rs. 330 crares upto 1969-70. 

This would not have only wiped out the cumulative loss .of RI. 172 
crorel upto that period but would have enabled HSL to .ara • net 

o • 

:2042 (Aii) LS-8 .; 
• 



106 

profit of about Rs. 158 crores. Not only the price was unremunera-
tive to start with, but the subsequent increases in price also invari-
ably lagged behind the cost escalations. 

11.22. The cost of production has gone up considerably during the 
period 1965·66 to 1969-70. The weighted average works cost of Ingot 
(excluding depreciation and interest) has gone up from Rs. 247 t() 
Rs. 330 per tonne. The increase is about 33.6 per cent as per table 
given below:-

Year 

1965-6 

1966-67 

1967-68 

1968-69 

1969·70 

• 

• 

Wei,hled 
aVer&aecost 
(exchidin, 
iutenlSt cl 
depreciation)! 

TOMe 

Rs. 
247 

261 

299 

313 

330 

Increase over 
1965-66 

--------
Rs. % 

14 5.7 

52 21.1 
66 26.7 

83 33.6 

11.23. As against this increase in cost, the net selling price 
increases' (as an average of the prices of different products) during 
the period have been as follows:- . 

Year 

1965-66 

1966-67 

1967-68 

1968~9 

1969-70 

Avera,e Ex· Increase over 
warles Net sci· 1965-66 
ling prlee/tonne 
or Saleable 

Steel 

Rs. 
525 

525 

569 

604 

638 

Rs. 

44 

79 

113 

'V ,0 

8.6 
13. I 

21.5 

It Will be seeD frOID the above noted figures that the prices have 
not been increased in proportion to the increase in cost· of pr.oc:luc-
tion. 
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11.24. Another reason for the losses was stated to be the lnere •• 
in the capital related charges i.e. depreciation and interest without 
appreciable increase in production. The increase in production could 
not take place due to various reasons, the predominant being the 
disturbed industrial relations, general economic recession and un-
remunerative export priceS' (till 1968-69). The incidence of depre-
ciation and interest from 1965-66 to 1969-70 is given in the following 
table:-

1965-66 
1966-67 
1967-68 
1968-69 
196~-70 

(Ra. in million) 
Depredation Interest 

418 183 
470 205 
532 
595 
644 

242 
285 
294 

11.25. In reply to a question it was admitted that Non-attainment 
of rated capacity significantly affected the working results of the 
company. With production reaching rated capacity, the incidence 
per tonne of steel even in the case of personnel a·nd raw ma~rials 
from captive mines was also likely to improve. 

11.26. The Committee regret to note that the BSL has tuftered a 
~umulative loss of as. 172.83 crores by the end of March, 1970. Even 
after 16 years of its estabHshment in 1954 it has been lncurrinc 
heavy losses even now the loss bein, as. 10.47 crores in 1969-74». 
Instead of providing any return on lar,e capital investment (Rs. 551 
crores on 31st March, 1970) for all these 16 years, the losses incurred 
by BSL have wiped out 31 per cent of the equity capital. Of the 
three main steel plants, the loss suttered by Dur,apur Steel Plant 
has been the hi,hest i.e. Rs. 83.M crores as against Rs. 32.19 crnre. 
in~urred by the Rourkela (excludin, Fertilizer Ph.nt) and Rs. 26.03 
crores by the Bhilai Steel Plant. 

11.21. One of the reasons advanced for the losses is the UD-

remunerative sales prices which have been ftxed on a gross block 
of Rs. 1,178 per toDDe of ftnisbed steel (larrely based on the thea 
block of TlSCO) as. a,ainst BSL's actual pou block of as. 2,400 
per tonne after expansions of the Plants. T·be Committee would 
however, like to point out that while considering the .Impact of 
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hi~her capital cost on the working results of the Company, it is 
necessary to take into account the relatively higher degree of 
sophistication of the modem plants which are expected to yield 
hi&'her production at lower cost as compared to the old plants. 

The Committee also find that there have been increases in the 
selling price of steel. As pointed out in para 11.23, the average 
eX-Works net setlling price per tonne of saleable steel has increased 
from Ra. 525 in 1965-66 to Rs. 638 in 1969-10 i.e. an increase of 21.5 
per cent. But the cost of production has increalied at a faster rate. 
'1'he weighted average cost (excluding interest and depreciation) per 
tonne has gone up to the extent of 33.6 per cent during the correS:-
ponding period. The increlltle in the selling price of steel has wide 
economic repercussions. The Committee therefore, emphasise the 
need to reduce the cost of production instead of havinr a vicious race 
between the cost of production and the sellinr price. The Committee 
have discussed in detail in the previous chapters of this Report the 
various cost raisinr factors e.g. low production as compared to rated 
capacity, high cost of raising raw materials in the captive mines and 
higher consumption rate of raw materials, over staffing, lower pro-
ductivity of labour, etc. They feel that there is considerable scope 
for reduction in the cost of production of steel with the consequent 
advantage of improving the working results of R.S.L. 
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CONCLUSION 

12.1. The Hindustan Steel Ltd., being the largest producer of steel, 
has made significant contribution to the industrial and economic 
growth of the country. Apart from providing employment oppor-
tunities to a large number of persons, the undertaking has also, con-
tributed to the growth and dissemination of technical know-how in 
addition to the production of steel. The export of steel by the HSL 
to various countries in the world has been on the increase amounting 
to over RI. 45 crores in 1969-70 which represents more than half the 
share of export of Indian steel. It has helped thereby in earning 
valuable foreign exchange and raising the image of Indian steel 
Industry. 

12.2. The examination of Hindustan Steel Ltd. haS', however, re-
vealed serious deficiencies in the working of this undertaking which 
are summarised as follows:-

(1) Low production in 'all the plants. 
(it) High cost of production 

(iii) Higher Irate of consumption of raw material 
(iv) Overstaffing and low productivity 
(v) Heavy capital expenditure (gross block) resulting in 

higher depreciation and interest charges 
(vi) Heavy recurring losses 

The above deficiencies have been dealt with in detail in the con-
cerned chapters of the Report. 

12.3. To sum up, the Committee have come to the conclusion that to 
earn success the Hindustan Steel Limited should (i) maximi&e pro-
duction (ii) improve industrial relations, (iii) effect economy through 
cost control measures and (iv) strive for their return on investment 
made and obviate losses. 

12.4. The Committee are of the opinion that for the realisation of 
the objectives highllghted above, much will depend on the jOint 
initiative of HSL and the Government. The undertaking/Govern-
ment should study in depth the deep-rooted factors that stand in the 
way of production, cost control and profitability and should make 
a determined effort to eliminate them. The Committee have every 
reason to believe that this undertaking will grow into a successful 
enterprise and make even greater contribution to national economy 
provided remedial steps are taken forthwith by the undertakingl 
Government with imagination and firmness. 

New Delhi, 
September 16, 1971. 

Bhadra 25, 1893 (s). 

M. B. RANA, 
Chairman, 

Committee on PubUc Undertakings 
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ABPmDIX-1 

Major Breakdowns (over 8 hours) 

BHILAI STEEL PLANT 

Esrirut«l Produetion Loll due to Sreak-d_", 

SL Nature of break.tOWI\I Uilits involved Dura- Estimatod loss 
No. tion in of production 

hra. 
(Ton- Valuo 
nel) Rs. ----- -----

1 2 3 4 , 6 

(RI. in thou .. nels) 

1967-68 

Chokina of tuyere due to over Blalt Furnace 16'7 800 136 
fiowina of 11aa No.3 

2 Tap hole arch bunt Blast Furnace 
No.5 

28'0 200 341 

3 Failure of Main Cooler of Monkey Blast Furnace 9'6 '00 85 
No.2 No.1 

4 Tap hole arch broke Blast Furnace 
No.4 

15'00 1000 171 

, Metal leaked throuahthe bottom of Open Health 
Furnace No.4 Fumace No.4 

18-0 400 lOS 

6 Leakage in the coke-oven Gas pipe OpeD Hearth 10'0 250 67 
line. Furnace No.2 

7 Metal leaked throulh door No.3 Open Hearth 144'0 3500 945 
Furnace No.5 

8 Air checker fell down Open Hearth 144'0 3SOD 945 
FumaceNo.5 

9 950Stand deliVlr)' ,ide manipulator Rail II ,Structural 11'0 1100 697 
flap broke Mill (Rails) 

Blri"",," PrDduetio" Lon .. to ~, 
1968-69 

1 Bia Bell rope snappod BlMtFurnaoe 18'0 10SO 197 
No.4 

2 Sial entered ill Ilmost IU the Blast Furnace 11'7 SOD 94 tuyeres No.1 

3 Loft -Side .J!'ido<chlnnel of the Blalt Furnace 10'0 600 113 J' 
main pbroke No.4 

4 Brlllldown of Mud IUn meehl- Bll.t Furnace 14'0 500 94 aillD No.2 --
110 
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SI. Nature of breatdowas Units involved 
No. 

1 2 , 
----

5 Wicket wall collapsed Open Hearth 
No.8 

.(j SiD throulb and Jam removal. Open Hearth 
No.8 

"7 Ri~t side Ilal pocket wall fai- ~Il Hearth 
ure ~8 

"8 Reversal out of order; Open Hearth I 
No.9 

'9 Left air smoke valve .rope lnapped Open Hearth 
No. 1 

10 Briclcl from riahl knuckle fallen • Open Hearth 
No 8 

11 Luander leakaae Open Hearth 
No.8 

1969-70 

1 PaUure of turere cooler No.1 Blast Punw:e 
No. , 

1 Screw-dowD mochanism of 1150 
ItaDd broke • 

Bloominl Mill 

3 Left sido manipulator lear bolt 
sheared 

Blo.,minl Mill 

Dura- Eltimatecl loss 
tion in of production 
hra. 

(Ton- Value 
nel) R.I. 

4 5 (i 

----
(RI. in tboullllds) 

9'0 230 66 

22'0 570 163 

24'0 610 174 

12'0 300 86 

ll'O 280 pO 

26'0; 650 186 

24'0 610 174 

303 18900 371 

11 3000 1437 

14 .woo 1916 

• 
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RtJURKELA. STEEL PLA.NT 

D,dmtJlld PradMctitm Loll Du, To 
! .' BrIak-Dowru 

-----------
1 2 3 4 5 6 

----------
1,,7-61 
EzplolioQ of Monkey. Blast ~urnace II 43-50 1800 367 

2 ExSJlosion of Monkey A intorme- Blast Furnace IV 66-05 412S 841 
iate cooller 

3 Pit Runninl A Track Jam • LD'Y' 36-30 1825 S87 

4 Mec:h. Breakdown LD.'Q' 89-10 4895 1775 

5 Mcch. trouble in coli conveyor C.R.M. Pickling 26 hrs. 864 456. 
(MTP) IOmtI. 

6 Mcch. trouble in coil conveyor C.R.M. Pickling 24 hra. 800 422 
(MTP) IS mtl. 

7 Mcch. trouble in Welding Ma- C.R.M. Pickling 29 bra. 906 478 
chine J (MTP) 15 mt •• 

It6Ii-69 
Shutdown for high mixer balance Blast Furnace 48-00 2000 425· 

but prolongcddue to componsa- I 
tor trouble 

2 For cbanging hot blast Value.. . Blalt Furnace IV 21 -00 1300 277 

3 Rio, bricks fell down L.D.Con. 'Y' I 41-14 2063 666. , 
4 SIal feU on the track while lakin! L.D Con'Q' 71-40 3HO 1279-

sample from the QOnverter 
jammed 

5 Breakdown in Manipulator BAS Mill IShra 2064 816 
25 mts. 2.5 mts. 

6 No power due to falah-over in BAS Mill 19 bra 2633 1041 
Blectrical paMel G.H. Bay 30mts 

7 Mccb. trouble in Top work Roll Plate Mill 48 hrs. 1334 10S4 
Beam 25 mts. 

• 
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----

2 3 4 S 6 

8 Mech.brealtdowo inCropShear H.S. Mill 88 hrs. 6019 2775 
9 Damage to MO set Bearing H.S. Mill 26hn. 2.570 1185 

40mb, 

10 Leakacc from AdJ C.R.M. 40 lin. 1480 766 
Tank No. 4 Pickl' 

(Bxp~ 
1969-70 
1 Oil leakage from diaphram value Coke Oveos 26-20 

Compreasor 
No.2 

2 Chan ~nl the compensator of Blast FUdl8Ce 26-25 1000 2U 
slove 0.1 No. I 

3 Wiach house trouble Blast FurDICC 52-~ 3000 63J 
No.4 

4 Crane trouble? • SMS.O.H.D. 24-00 240 89 

5 Crane No. 200 down over fumace 22-00 220 82 
(Elect). 

6 Titler waan shaft assembly lot BaS Mill 34-55 4620 1826 
damp 

7 Under Mec:h. MaiDteDanee 24-00 3408 1347 

8 Elect. Trouble with twin drive 52-00 7956 3144 

9 Fire broke out hot strile cable I H.S. Mill; : 56-55 4608 3548 
gallery. 

10 Elec:trical breakdown . 24-00 2217 1707 

11 Trouble with RI. eDline set A.C. 
Motor. 

21·15 2302 1773 

12 Meoh. trouble with entry drive 17-40 2467 1900 
side manipulator 

13 Slab fell from skid of R.H. Pee. Plate Min 60-00 2505 2149 
No.1 

14 Trouble with synchronisM shaft 29-20 835 716 
maanet couptiDl 

IS Trouble with A. C. 42-30 1682 1443 
Motor Bnaiae let 

16 Trouble with B.V. Roll bearinl 53-30 1746, 1498 

17 Trouble with IInW down par 39-30 1682 1443 

18 Poundation bale plate of coiler 
car brokeD , 

C.R. YiUplc:k-
linaline 

37-55 1748 904 

19 Acid leakalC in tank No.3 39-00 1755 908 -----
.., 
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1 2 3 4 5 6 

20 Hydraulic leakaae from Uncoilor 22,05 990 512 
11 Squeezer Roll No.2 damapd 24'00 1752 906 
22 Bmullion chamber broken • Reversinl Mill 48'00 240 271 
23 Fixing the ooor Plate Tendom MiU 22'40 529 598 
14 Mech. trouble • S.S.L.-2; 24'00 151 185 
25 Tank conductor trouble . Bloct. Tinning 

line 
24'00 204 489 

16 Pot roU broken . Oalvanislnlline 31,45 480 770 

DUROAPURSTEELPLANT 

ESTIMATED PRODUcrlON LOSS DUE TO MAJOR BREAK-
DOWNS 

1967-69 1968-69 1969-70 

Hn. Prodn. Hn. Prado. Hn. Prado. 
mts. Loss t. Mt. LoiS t. Mts. 

Loss t. 

C.O. Battery 1023-20 56285 1326-00 472930. 577-20 31751 
300000· 
(33462) (42630) (2858) 

.Blast Furnace 159'25 8449 500-36 26532 600'34 31212 
(1649) (5624) (6569) 

8.M.S. (Pee. Hn.) 964-00 183161 479-00 28101 333.5-49 63380 
(6197) (9976) (22513) 

Bloominl Mill 122-22 14684 131-25 IS7S0 442-41 53121 
(6090) (6465) (21737) 

Billet Mill 144-00 29301 16·00 16198 121J.OO 61895 
(own) (12599) (Local. (6916) (Local) (27667) 

delay) 
'Section Mill 21-00 483 94-54 2183 140-00 3220 

(29S) (1543) (2303) 
MerchantJMI\I 49·10 1326 116-00 313Z 14-00 378 

( 743) (188S) (242) 
'Sleeper Plant 132·29 1325 [40-00 400 9-00 90 

(878) (29S) (71) 
Wheel Forp] 616-30 f6165 11287-1)4 12810 1328-59 . 13290 

(6936) (13988) (13507) 
AllIe Forge 1314-45 2629 253-21 707 1353-4' 2707 

(222S) (582) (2261) 
Skelp Mill. 120-00 240D 670-35 13412 

(1894) (11239) 
--------------------oIIDuringl967-68 oaaD average 55 oYens per day down for nll'aira. 

DuTingl968.69 on an average 55 ovens per day down for repain upt October 68 
Thereafter pattcry No.1 completely down 

No ra: Fi.ures in parel'lthe~is indicate value oftosa of produc:tiOD in thousand Npeet 
calcu lated on the basis of net realisation for saleable products and transfer 
cost for intermediates • 
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APPENDIX V 

Comparative statement 01 total Inventories 01 Raw Materials 7f"lnlshed and I.",t-
/i"bhtd materials alld stOrtS and Sparts In various pla"ts 

olHSL 

(11 Million Rupees) 

S. Name of the Plant Year Total inven· Value of Total in· 
No. tories of production ventories of 

raw mater· inoludinl pcsreentaae 
ial. finished deprecia' of value of 
" scmi·flni· lion &; production 
shed mater- interest 
ial._tores 
and _pare 

I. Bhltal Steel Plant 1967·68 657'\1 1202'2 54'00 
1968-69 609'1 1204'8 SO-OO 
1969·70 608'8 1490'4 40-73 

2_ Rourkela Steel Plant 1967-68 512'3 787'6 66'00 
1968-69 557,3 IOt!iS '9 52-00 
1969·70 15S0, 0 1244'3 44-06 

1 1 I , 1 
3. Dllrl!pUr Steel Plant 1967·68 32}-7 511'0 6.'00 

1961)·69 357'9 630-3 56-00 
1969·70 '732'2 679-3 '53'98 , , 

4_ Alloy Steels Plant: 1967·68 107-0 18'7 S70'OO 
1968·69 ,133'5 141'6 300'00 

; 1969·70 157'5 IOl'3 IS6'94 

5. Central Coal Wa_heries 
Orin. (excludinl raw 

1967-681 
, 

materials) 1~'7 199.'4 7'25 
1968-69 16'8 238'3 7'00 
1969-70 17'8 273'1 5'99 

6, Fertilizer Plant 1967·68 17'0 6~'1 25'52 ..... '1968·69 23'4 78'9 2~·68 
1969·70 2]'4 64'4 36'34 



APPENDIX VI 

PROJECT BSTIMATEs-ROURKELA STEEL PLANT (I MT) 

Reosons !orlloctors ltodi", to P'Ol,tlllvt IlICHtlHI In t,ft/mates lin 1III01,,.d 
lMlolll:j " , 

I. OI'Jinial Estimates (1965) RI.I28 cram 
Revised Estimates (1957) RI. 213 ~. 

The reasons for increases were: 

(I) Increase ID level of wales,price or raw 
material and freilht durinl the period 
between the date or estimate and 
date of tender • 

-
(ii) Improvemonts/additions 

(iii) Cost of In\and Transport not incl uded 
in carlier estimat~ , . .' 

'l 
.~ 

(Iv) Difference between the reviaod estimates 
mostly based on OODtracts concluded and 
the estimates contained in DPR. which were 
merely the opinion of the Consultants. 

(v) Provision for additional items ; 

(_) O.M.Q •• ' 
(b) Township. 
(c) Focs to Consultants 
(d) Misc. other expenditure (outside the 

perimeter of the plants) • 

II. Revised Estimates (19'7) Rs. 213.85 crores. • 'l 
Revised Bsthpates (1961) Rs. 221.33 crores 5 

Increasel due to : 
(a) Plant and EqulpemeGt 
(b) O.M.Q. 
(e) Township and water suPPly 

Coss : Misc. expenditure (outside the perimeter of 
the plant) • • 

125 

(R.~. in ct"tl) 

moreale 
Ill. IS 

RI. 10.00 
14.00 
3.SS 

15.45 

c:rom. 

11.69 

11.26 

13.~ 

Ra. 43.00 

RI. 8S.0D 

Increee 
RI.7.48 
crores. 

(-) RI.4.49 

... ,._-, _. 
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Ill. Revised Estimates (1961) Rs. 221.33 crores 
Final Estimates (1963) Rs. 233.18 crorel 

The reasons for maiD inc1U8Cll: 
(a> Provision ofBlcalatJon which was not 

provided in the earlier Estimates • • 

(b) Increase in miscellaneous expenditure 
(outside the perimeter of the plant) • 

(c) Cost of Plant & Equipment 

BH1LAI ~TEEL PLANT-I.M.T. 

} Increase 
Rs.l1.85 

6.09 

S.18 

0.58 

11.85 

(R.I. in crore.) 

&1I1tm8 /or.'factors lellding to progressl'Pe lncreMes In ellimllte, lire llnalysed 
_low: 

Rs. Rs. 

I. OrigiAal EstilIiates 

Revised Estimates (1957) • • • 
110'00 

178'65 ~ 
Increase 

68-(;5 

11. 

•. (i) Increase in size of power Plant 

(ii) Increases on account of Switch over of Refractories, 
Structural Steel Work (or supply from the USSR.; 

(ill) Provision for estimates of COlt of construction.Plant 
~uipment and Machinery etc. which were not provided 
fot in the DPR. . 

b. Inclusion of the followinll items which were not included 
the orilliaal estimates 

(i) Consultants fee. . 2'6S 

(ii) Water Works 2'50 

(iii) Misc. EKpenditure 18'12 

(iv) O. M.Q. 10'38 

(v) Township 14.00 

Net increase 

3'50 

2'50 

1500 

---
47'65 ---68'6S 

Revised Bstimates(19S7) 178'65 } Increase 

Revised Bstimates (1961) 199'32 20'67 

a ReaSOfU for IncrellHs : 

(i) Excess IUPP. Iy of plant & eq.~ uipmcnt and. structural } 
steel works from USSllun4er tbe variatio __ clauH of 
Credit Coatraclors.· . • 

(ii) Increase in erection, costs of main plant & equipment 
andstructuralsofUSSR and Indian plant & equipment 
(includin. orection). 20'67 
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(iii) Increase io the estimates of costs of Ore. Mioes aod 

Quarries. 

(iv) Provision for increase io the cost of stool aad Ccmeat. 

(vi) Increase in costs of Civil Enliocorinl works. 

(v) lao.rease in mlaQCUanoouI expenditure on prQIpoc:tina 1 
outsldo,t~e perimeter of the plant. customs duty etc. 

(RI.Jn. erores) 

m. Revised Estimates (1961) . • 

Revised Estimates (1963) 202' 34 3' 02 
(The main reasons for the increase are due to increase in the quantity of civil 

Enaineeril1l Works ani Erection Cost etc. and custom duly ratel. 
DURGAPUR STEEL PLANT (IMT STAGE) 

TIle reao", for factors lea_,to prol/Nuiru IlICI'etIM&, 111 IItbulu are ana· 
Iyaed bMOW :-

I. O~i.inl1 E'ltimite (1956) 

Revised Estimates (1957) 

. Rs. 115 crom 1 Increase I Rs. 

. Rs. 167 erarcs 52 crores. 

Rcasonsfor increase of Revised Estimates over the orillul 
Estimates: 

Ca) I ncrcalC inPOB COlt in tbe fioal cootract 

(b) lao.relse in Stcrlins content of Tocbnicalaerviccs 

(c) Increase in Ihippina and handllq charpa 

Cd) Increase in Indian material and work 

(c) Increase in COlt of Wheel TYrc and Axle Plant 

Cf) Otber improvements/modifications 

(8) Provision of new items 
(i) Township 

(Ii) CUltoms Duty, ConsultaDclY fee. etc. 

Rs. 
"99 
3·37 

1.47 
7'57 

3'38 

2'22 

14'00 

14'00 

52'00 

n. Revised Estimates (1957) 

Revised S.timates (1961) 

RI. 167 cram }IDcreue 
R •• 

Rs' 199'05 erare. 32'05 erorel 

Rellons for iDCrcUO in Revised Sstimatel (1961) over the es· 
timates of 1957. 

Ks. 
Ca) Increase in the total estimates for lite Workl 12'00 

(b) Blcalation not providocl in the earlier OItimatei 12'00 

(e) Increase in the catimatel for townsbip 3' 30 

(d) Increase in the estimltel for POB Plant aDd oqnipmoot and 
various other iac:reases aacs aioor IdjUltmODt.. 4' 75 



III. Ilevised Estimates (1961) 

Revised Estimates (1963) 

RIlIIOI&J /OT 1Mr,.., : 

128 

(a) IDcrease in CUitomS Dut,v • 

(b) Increase in provision for Mlle. items 
Total 

£cu .. 

(i) Reduction in the final cost oCvariOU8 UDttsliite 
wheel and Aldie plant, Power Plant Au.lla-
riea, RoDiD. MiUs, Blast Furnaces etc. 

(il) Non-inclullon of the COlt of land for plant 

Netlncrease: 

Rs. Rs. 
crores; crores; 

199'OSJlncrease 2'21 
201'26 

8'87 
2'52 

11'39 

2'22 



APPENDIX "II 

ROVRKELA-I' 8 MTP EXPANTION 

(Rs. in crores) 
The r~a,ofU for facto" I~adllll to prOlres,;pe illCreGHs in eslimatts are tIlIIIlylftl 

below: ' 

R.. RI. 
era res crorea 

I. Orilinal Estimates 

1962 Estimates • 
77'65} Increase 

35'52 
113'17 

R~afOfU for IflCr~a" In 1962 .'tlmlll~ onr th~ Original Estimates : 

<a) InerolscinpricelevelinOermmyby 5% (approx.) lubse-
quent to tbe preparation of the orilinal provisional estimates 
and inoroased provision under lpana(from S % to 6"0> ., 3' 94 

(b) SpiUovcrorProj:ctefrom 1 Mrp and 11I"'~flUntly InclutUd 
In l' 8 MTP ~ltlmat~1 

(i) Sinferinl Plant 

(ii) Second pia Clatiol Machine 

(c) It~ms nat prorldi", the orilinal Estimate, 

(i) Town ship 

(iI) Ore, Mines &; Quarries 

(iii) Interelt 00 Capital 

(d) In:reased provision under sUSpeo!lion 
(e) Minor acljustmoot for tbe Plant &; EqulPDlCJ:lt, freight, cus-

tom dut)' etc. • • . . . . . 

4·05 

0'44 

10'00 

1'00 
5'60 

0'74 

35'5Z 

II. 1962 E.timstel: Rs. J 13' 17 crore~. 

1963 Estimates: RI. 135' 70 crom. } Increase RI. 22' 53 
crores 

RtflfOlUfor Incretlle III 1963"Bstinrates ol'er the 1962 estilflale,l. 

(a) Intertlt-additional amount on account 
of the increase in tbe Project Cost. 

(b) Sinterinl Plant 

(c) New Items :-

t j) pjpe Bltuminisinl Plant 

(ii) Bood!ftlunda Link Liue 

129 

1'00 

1'41 
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(iii) Traioina expenses 0'44 

(cJ) Erection 2' 58 
(0) ,,.rcea,,dprov','on a, a re,,,lt olContracl /inall,ation : 

1. Plant & Equipment 

2. Spares 

3. Preiaht, Insurance & Customs Duty • 

4. Civil Enainocrinl . 

5. Erection/Erection Supervision 

6 .. EnabUna Works 

Less : Reduclio:l in contin.enciel En.lneerin, and 
Township etc. 

Ill. 1963-Estimatcl: RI. 135·70 crores. } 

1965-Estimatcs : Rs. !14~48 crores. 

Rs. RI. 

2'84. 

1'30 

5'02 

3'09 

2'96 

1'94 

R.s.17.15 ---
23-54 

(-,1'01 

Rs. 2 '253 
Decrease: 

R.I. 11' 22 crores. 

Reasonljor the dt!cretlJe In 1965 eSllmatu (lver the 1963 ."lmtI,es. 

Exclusion of Township Estimates 

Other Adjustments 

Rs.9·66 

1'56 

11'22 

IV. 1965":"Sstimatcs approved by Board R.I. 124'48 crores 1 Decrease Rs. 
~ 1895 crores. 

1965-Estimatcs approved by Govt. Rs. 105' 53 crorcs J 
Rellont for thc decrease in estimates as approved by the Govt. in October, 

1965 over tho estimates approved by the Board in Peb. '65. 

(a) Reduced provision under : 

(i) Continaenciaa . 

(ii) Expenditure durinl Construction 

(iii) Enabllnl Works. 

(b) E.cclusion oC the Collowin.ltoms. 
(i) Pipe Bituminisin. Plant 

(ii) Ore. Mines & Quarriaa 

(iii) Interest on loan capital 

R.I. 1'65 

2'75 

0'450 RI. NIO 

Rs. 0·'35 

NIO 

16'60 RI. 13'95 

J8'95 
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1965--approved by Govl ~. t OS, S3 crores } 

1967-approved by Board RI. 167'40 crores 

Reasonl for increase in the estimates as approved by Board 
in 1967 over the estimates approved by 1M OlWl .In 1965 

(a) Inclusion of 1M following It,ms whlcll wen "", 
Included In 1M .sllmll'" approved by Go." 

(i) WalOD Repair Sbop • 

(iI) Special Steel Plant (Re-included) • 

(iii) Napbtba Refonninl Plant . 

(Iv) Ore, Mines" Quarries 

(b) Increase In 1M pro.lslon for plant and .qulpme", 
due to modI/icGtlotu and IlddltloM. . 

Increase Rs. 61·80 
crore! 

3,70 

(c) Incrtll,e In 1M provl,lon for erecllon tIMe 10 lIN followl", : 

(I) Increase in wage rate. in Germany 1 
(ii) Additional man-monthl ~ 

(iii) Rates ad'lptcd in the estimates sanctioned I 
by Govt. were found inadequate. J 

(d) Increase In tile pro.'sion!or super,'s/oM du, 10 tIN 
follow/III: 

(i) Increase in waaes (Waac Board Award) } 

. (ii) Increase due to payment of Statutory Bonus 

(iii) Increase in the period of construction by I 
t02 years 

(e) Increase due to devaluation or Indian Rupee in 
June,1966 ..... 

(f) Increase In the rates or Cultoms Dut)' 

(I) Increase in the provision ror Civil EnaineeriDI 
as the provision made in the earlier estimates were 
based on thetoa I data, Itaticcaloulationsetc. 

9'40 

10'80 

(b) MInor IflCrttlHI In otll" It'"" and Irte1ra1o" of n,w m/,cellafftous 
It'"" IUch tlI : 

(I) . Recoiler for two plvanisinllines 

(ii) Oil Pirial Equipment 

(ill) Sbty make-up water pumpilll 

(Iv) Slap yard crane Toni etc. . 
(v) laduaioD or interest on lou captiaJ 

VI. In order to obtain tile lateateltimatel, further ret'i-
lion or project Batimatubaled on .ctuaI1.. OD 
31-3-70 il uDder prepantion in tbe pWat. How-

1 

I 1'80 
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ever, based upon the assessment made by the plant 
in Jan.'70 the estimates work out to Rs. 170'OS 
crores. This, however, does not include: 

(i) Ore Mines I; Quarries (Ra. 7' SO crores) 

(iI) Some items like Slag Dumping Yard, Slab 
Yard, Coil Conveyers etc. 

This represents an increase of about Rs. 11 crores 
over the 1967 estimates of Rs. 167'40 crores. This 
is accounted for by the followin. : 

(a) Revaluation of Deutsche Mark 
(b) Erection 3' 3 

(c) Interest on loan 1'4 

(d) Increase in the cost of special Steel Plant, Nap-
tha Reformin, Plant and Waaon Repairs Shop, 
etc. 1'6 

ee) Prei,ht I; Insurance O' 9 

(0 Plant I; equipment O' 8 

(g) Supervision and Administration durin, construc-
tion. . . . • • • • . 0'7 

(h) Civil Engineering . O' 6 

(k) Increase in other mi.cellancous Items and minor 
. adjustments . (approx.) l' 7 

Total 11'0 
BHILAI-2' S MTP EXPANSION 

RtGsons .for faclors leading to progressjve increasl'.l· 
III esl/mates are ana/pled H/OW 

I. OriginaIEstimates-Rs.I04·Q)crores ) 

Revised Estimates (1962)-Rs. S4 crores ~ 
RetUOIII for ,. lIIcrease In over 'M orI6ifMl estillM'es 

<a) Prov/sioll/or New Items: 

J. Desian Fes '. I; Prospectin. 

2. Supervision (Sovict & India) 

3. Enablin, works and, works outside the perimeter 

4. Washln, Plant Mines 

S. Township 

6.0.M.Q. 

(h) Increased provision under custom dUI\' 

(Rs. in crores) 

Increase 

Rs. S2·70crores 

I·SO 

6'50 

1l'28 

4'SO 

lJo(IO, 

10.00 Rs. S2.7: 
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II. 1962 Estimates Rs.1S7·30 crofCS } 

1964 Estimates Rs. 165' 88 crorcs 

R~alOn lor itJCr~ In 1964 eatl_tu oller the 1962 
utlmtlt~a . 

(a) Increased provision under :-

1. Spares • 

2. DesianiDa " Prolpectina • 

3. Supervsion (Soviet" Indian) 

4. Custom Duty etc. • 

(b) Provision ror railway IIc1iQl at Hirri Mines 

(c) Reduced provision under: 

I. Enablina Works, Construction Plant" Equipment 

2. Works outside perimeter wall • 

Increase 
.Ils. 8' 58 crores 

0'19 

Hi7 

10'20 

0'23 

10'43 

1'86 

8'57 
III. 1964 Estimates: RI. 165'88 

1965 Estimates : R~. 164' 35 } Dccrease 
• Rs.l·53 croce. 

RearOM lor decretue In 1965 eatlmotea over 1964 ea-
rimtlt~a 

Add increue:f provi,ion under Mines 7' 39 

Leas re:luced provision under warks outside the peri-
meter wall 8' 92 

(-) 1'53 

IV. May 1965 S.timates : Rs. 164' 35 

Oct. 1965 Estimates: RI. 138'14 (Oovt.) 
l Decrease 
J Rs. 26' 21 crores. 

RealOM lor tkcretue In .,t/rutlS aa approved by Govt. 
In October, 1965 o~er til' ut""".a GpproHd by the 
Boai'd In Mq, 196.5. 

Reduced provision under : 

1. Plant & Equipmeat • 

2. Mines 

3. Custom Duty etc. 

S'lclusion of Eltimlt" ror Washilla and BeDl6cla· 
tiOD Plant. 

21'17 

26'21 
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Projectestimates amounting to Rs. 138'14 crores was 

approved by Govt. in 0;:tober,1965. Subsequen-
tly Government approved Rs.O· 57 croresin March, 
1966 for expansion oflocomtive facilities and &pin 
approved.Rs. 0·04 crores in April, 1967 for exten-
sion of stay of Soviet Sp ecialists. 

Tottll Govt. QPprov~d Project ~sti,,",les Rs. 138. crorts 
"ptoMarch. 1967 December, '67 E'''''"'tH(BOtIt'd) Increases in' estimate 
Rs.152·258 Cr. Rs. 13'508 crores. 

N.B: The above estimates are inclusive of PMQ but 
exclusive of townships. 

Retuons for increase~ : 

<a) Increase in Indian artd 'Soviet supervision due to 
the followinl reasons Rs. 5'193 crores 

(i) Revision in the pay scales (Wqe Board Award) 
payment of Profit sharinl Bonus 

(ii) Extenlion'ot'the ltay of' Soviet staff' on acc-
ount of modifications and difficult expansion 

. works which had to be carried out in'the exl.tlnl 
Steel Plant. 

(iii) Extension to the construction schedule due to 
late l'CiCCipt of structure equipments materials 
etc. 

(a) Increase due to higher statutory impOSition. 
Customs duty . . . , . . . Rs. 7'400 crores 

(c) In:rease due to non-inclusion of provisiori in the 
earlier sanctioned estimates interest on loan capital I Rs; 1 ;800 " 

(d) Incr.:ase due to deyaluation of Indian Rupee in 
1966 

Less: (i) On account of the deletion of the provision for 
expansion of the Administrative Building 

(ii) On account of chanp in the proQels of was-
hinl and screeninl facilities at Nandini Mines 

15'915 
crores crores 

(-) 0'421 

(-) 1-120 

<iii) Eff'ect or mInor Inctea_/decn:aaesln other 
items like plant &: equipment, enablinl work 
etc. . . (-)0'866 Rs.2·407 

Net increase: 13'508 ' 

: Estimates approved by Board in Dec. 1967: RI. { Decrease : 
152· 258 erores Bstimates sanctioned by Gl.lvt. in Rs. I' 046 crores 
July 1970: RI. 151·212 Crom. 

Rttuons lor ..,...,. : 

(i) Thecsti.ultesfor Jllarandali were reduced to 
R •• 1'144 crores al alainlt the earlier esti- , 
mites of Ill. 2'190 croresapprovod by Board (-) 1,046 
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1'6MTP EXPANSION 
DURGAPUR 

(R~. in crores) 

Tbo reasons ror ractors lolliiDJ to prolP'''Isive increase in estimates are analysed 
bolo'oV:- ' • 

r. 0",,,,., E.rl'm~ltl : R,. 66'20 Cf'Ortl March 1963}DCCrease RI, 1'59 
Ertlnlatea : RI, 64'61 Cf'O,ea crores. 

RealOllS for the decrtfll""Mtlrch,l963"tl",2tt90lItr 
the original ert["''''''l 

Ca> New Provision in respect of : 
(i) Enabling Works 

(ii) Pur.;:",!e O'lligation , 

Cb) Increase Provision in respect of Plant etc 

(c) Ex:luslon offollowing items: 

(i) Expenditure during constm. 

(Ii) Interest on loan capital 

II. March ,,0 Estimates: lb. 64'61 

JuM IffJ Eln/JI!)'-, : R" 6,· 70 

R'fllolU fIJI' til' _,all I" 1-114 1963 .tlmat" oller 
Marc" 1963 "tlmat" 

Ca) N",' Provision under : 

(I) Exl)Ondlture durinJ CODStm. 

(ti) Interest on loan capital 

(iii) C3Illtm, Equip~ont , 

(b) A:iiitional Proviaion under Plantl etc. 

(c) Roducocl Provision In respect or Purc1wer 
obliptloas • 

1·20 

0'58 1·78 

1'63 ----3·41 

2'0) 

3'00 (-) 5'00 ---(-) 1'59 

Increase 

Rs.5·09 

(-) 0'15 

"09 
m. ,..,. IffJ Estitrtar.. : R,. 6,· 70 Cf'tJI'I, 1 

F,1I, I,5S &,;",., : R,. 60' S9 et",11 5 
ReSlOlll ror decrease are :-

Rs. 9' It crorea 

(a) E"ollllioo or Eltimates in respect or : 

(I) TOWDship , 8'00 



(Ii) Con,truQtion Equipment . 

(b) Rc;iu:ed Provision towards expenditure durinl 
constrn •• 

(c) Other aijustments . 

IV. Pebruary '65 Estimates: Rs. 60'59 crores} 

June 1965 Estimates: Rs. 58'65 crores 

R.easons for decrease are : 

(a) Exclusion of provision towards Interest on loan 
capital • 

(b) Reduced provision towards enabling worles 

(c) [n.:reued pl'OYision towards plant etc. 

0'28 (-)8'28 

Decrease 

(-)0'50 

(-)0.33 

(-)9·1t 
croros 

Rs. I' 94 crores 

3'00 

0'20 (-) 3'20 

(+) 1'26 
(-) 1'94 

Y. Project cntimates approved by the Government in} Revise Project es-
June, 1965: Rs. 58'657 crores timatos for Rs. 

69' 14 crores ap-
proved by the Board 
In May 1968 were 
reduced to RI. 67· 78 
crores based on 
actuals as on 
31'3'69 and were 
approved by Govt. 
in Novomber, 1969. 

Increase R,. 9'129 crorel 

R. ""ons for in~ro.\se in the estimates as approved by Government in November, 
1969 ov"r th:: eltimltos approved by them earlier in June 1965 :-

(a) Increase due to devaluation of Indian rupee in 
Jwae '66 RI. 

(b) Increase due to bilher statutory imposition, 
freilht, customs etc. Rs. 

(c) Interest on loan capital '. Rs. 

(d) Construction equipment: 

(i) [ncreue In the proportionate oo:>t on the run- ) 
ninl and maintenance of the equipment r 

): Rs. 
(ii) Re;:ovories on &CC'Junt of hire oharaes beiDg J 

lower than what wu estimated earlier 

2'537 crores 

2'673 crores 

2'00 crores 

I' 088 crores 

Ce> Net effect of tbe savina' . 

Total 

Rs. 0'831 Cl'OlOS 

Rs. 9'129 crores 
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Summar, of CoDcluaioDliBecommadatlODl 

S. No. RefereJICe to para 
No. ill the Re~rt 

~ummary ofConclusJon IRfcommeadatiOD 
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.'-'--------_._--------
The Committee regret to note that in the 

agreement entered into with the consultant for 
Alley Steels Plant (Mis Dasturco) in December, 
1959, the payment of fee was linked to a certain 
period of time instead of providing fee for com-
pletion of specified works within stipulated 
period with suitable penalty clauses for non-
completion of work within the time limit. In-
spite of the experience of the original agreement 
the same defective provision was allowed to 
continue in the agreement for extension of con-
sultancy services in 1965 due to non-completi'On of 
the work within the original schedule. As 
mentioned in paragraph 2.8 of the Report the 
Committee on Public Undertakings (Third Lok 
Sabha) recommended in April, 1966 that, Govern-
ment should ensure that they did not in future 
enter' into consu~tancy agreements on these 
term'S. The Cdrriritittee are distressed to note 
that although the Government accepted this re-
commendation in Januat, 1967, the agreement 
with the consultants was extended twice linking 
the additional fees with a pertod of time instead 
of completion of the remaining work. The 
Committtee desire that this matter shOUld be 
looked into by Government with a view to fixing 
the responsibllitv for entering into defective 
a~eements in the course of extending the 
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services of the consultants, ignoring their (OWD 
experience of the original agreement and the re-
commenll&tian 01. the Co~ttee on Public 
Undertakings. 

. The Committee regret to note that the agree-
ment with the Consortium (MIs ISCAN) for 
construction of Durgapur Steel Plant did not 
contain suitable provisions for the supply of 
detailed drawings simultaneously with the com-
opletion of the erection ofa unit. The result" 
was that the essential spares for operation of the 
plant had to be pl'O'Cured ~rom the consortium. 
who had no manufacturing activity of their own, 
resulting in avoidable payments in the nature 
of middle man's profit. The Committee note the 
statement made °by the Secretary of the Ministry 
of Steel & Heavy Engineer~g that the lacuna in 
the agreement was due to inadequate pxperience 
at the time of such collaboration agreements. As 
pointed out in para 2.22 of the Report there were 
several deficiencies in agreements entered into 
with other consultants/collaborators also. The 
Committee, therefore, recommend that Govern-
ment/Bureau of Public Enterprises should under-
take a review of all important agreements enter-
ed into with cbnsultants/collaborators by the 
GovernmentfPublic Undertakings and evolve 
guidelines in the light of the experience gained 
thereby, for entering into such agreements in 
fu*,",e. 

The 1lot1d production of "Steel ingots in the 
three steel plants of HSL had come dnwn from 
'70 per cent of the rated capacity in 1967-68 to 
87 per cent in 1969-70. In the case of Rourkel. 
and Durgapur Steel Plants, the production in 
1969-'10 had gone down as low as 61.3 per cent 
and 59.3 per cent of the rated capacity respec-
tively. In Durgapur Steel Plant, the production 
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we. -eveh leas tMti that aehieved before the 
U!pauioD of the pllftt. ''lba pcbIItion In 
1969-70 was onl,. a. .. ·llti(...... as against 
10.06 lUll (ohMs in 1 .... ~" 

I '., -!-.. .~ ~'i ~ . ,~. 

a.8 The (%DmaIt.k~ tD note that the pro-
duction was not only eubstantially lower than 
the ratied eal*tity but evaiower than the at-
taiDabie capaeity :wbich according to the manage-
ment had been arrived at after taking into con-
sideration the normal gestation period and other 
constraints like imbalances arising out of lack 
of matching facilities with the chain of produc-
tion. 

The lower production of steel as compared to 
capacity means higher cost of prodUction and 
ftnancial less to H.S.L. and produce&' a heavy 
bnpact on the whole economy. There has been 
considerable scarcity of steel in the market re-
sulting in high open market prices. The import 
of steel to meet the demand also results in ]oss 
of valuable foreign exchange. Had the three 
steel plants wbrked to their sated capacity, an 
additional 18.99 lakh tonnes of ingot steel would 
have been available to the country. It is, Ulere-
fore, imperative that' urgent and effective steps 
are taken to improve production performance 
of the ,teel plants. 

3.40 The Committee view with concern the short-
age of refractories required by the Steel Plants 
which according to HSL was a serious impedi-
ment to raising production. Inspfte of Jong 
established refractory industry in India HSL 
had to import substan,tial quantities of refrac-
tories at considerable cost. The orders for 
imports during 1970-71 were likely to be of the 
order of RI. 10 crores. The Committee, how-
ever, feel that with proper planning And fore-
sight it should have been polBible to place orden 

,-------- --.-
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for the import of refractories well in time to 
'. avoid shortfall in production due to the shortage 

of., refractories. 

The Committee have also been informed that 
.for the production of high quality refractories, 
the Government have decided to set up a refrac-
tory plant in .the pubUc sector at Bhilai with a 
capacity of 1,00,000 tonnes after due considera-
tion of the installed capacity of the refractory 
units in the 'Private sector and economies of this 
project. It is unfortunate that an earlier pro-
posal to set up a refractory plant of sufftcient 
capacity to meet the requirements of the steel 
plants, was dropped by Government in Decem-
ber, 1965 after incurring an expenditure of 
Rs. 17.04 luhs on the preparation of Preliminary 
and Detailed Project Reports. 

3.41 According to the Ministry, the assessment of 
the situation made at that time indicated that 
except for carbon and/or graphite refractories 
there was sufficient capacity in the country to 
meet the demand for refractories by the Iron 
and Stieel Industry . during the Fourth Plan 
period. On the other hand, the Committee were 
informed by HSL that they were firmly convinc-
ed that without the proposed refractOries plant, 
the steel plants will run into serious dlfftculty 
due to the inability of private sector refractories 
industry to meet the growing demand of the 
steel industry for the refractories of required 
quaUty. The view of HSL has been justified by 
the present gerlous situation caused by the non-
avaflabtllty of refractorfoes of the requisite 
quality and quantity for the steel plants. The 
Committee have not been informed of the 

, reasons which led"the Government to a conclu-
sion contrarv to their own earlier decision and 
the views ~f the HSL. The Committee have 
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been informed that the decilion for not settini 
up the refractories plant had been taken by Gov-
~ent on the basis of ita own aueument 
although the Indian Refractory Makers Asaocia-
tion had also represented to the Guvernment 
that the creation of additional capacity would 
not be justified. The Committee, however, have 
the apprehension that the decision of Govern-
ment was largely influenced by the representa-
tion of Indian Refractory Makera Association 
rather than by their own realistic assessment of 
the prospective demand and supply for the 
refractorieS' after taking into consideration the 
vieW1l of HSL. The result has been that there 
was loss of production of steel due to shortage 
of refractories and avoidable expenditure on 
import of refractories. The Committee note that 
the Gover,nment have taken a decision to set up 
a Refractory Plant in the public sector and are 
of the opinion that there is need for making 
realistic demand surveys before deciding to set 
up a project or otherwise in futun! 80 that the 
projects are set up in accordance with the 
reali.ttc demands. 

The Committee are unhappy to note that even 
after it became apparent that the sub-standard 
performance of these locomotives was creating 
bottleneck in internal transport, no timely 
measures were. taken to improve the position. 
Although about four years have elapsed since 
the Committee .examined the working of the 
Bhilai Steel Plant earlier, the same reason 
namely inadequacy of locomotives for .intemal 
tr.ansport is beil'lg advanced as one of the reasons 
for low production. The Committee are dis-
trened to flnd that it was only in the first half 
of. 1970 that two of these locomotives were re-
powered with CA TD-379 diesel engines to 
improve their performance on ~he basts of detall-
---------- ._-----_._ .... -
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ec:i stJ1.C1iea carried. out by ~ri Surl, ex-Director 
qf Central MEiCb~cal Engineering Research 
institUte. The Research pesign and Standard 
PF~aD~ii~~.,~f ind~~. ~ways have suggested 
the ~~place~eq.t of ~xistinJ locomotive engines 
by MAN D~esel ~~inelS. The Committee are 
uuable to und~r-'~ml ",hY. the Central Mechani-
cal Enginee~~ tt~earch Institute the Research 
Design and Standa.rdl OrJanisation, of Indian 
Railways cO\lld not be consulted earlier to 
obviat~ the transport dim~ulties which have for 
several years be~n adversely affecting the work-
ing of Bhilai Steel PI~nt The Committee would 
urge that the remedial action in the form of 
repowerin$ the locomotiyes may be taken expe-
ditiously if ju~tified' ~y tHe result of performance 
of the locoJI:lotives which bave been repowered 
in early 1970. They would also like to be 
Informed of the a,etion taken and the imt>rove-
ment effected in die performance of the loco-
motives a'S a result -thereof. 

The Couunittee are not satisfied with the 
reasons' ad~~n~~Q. for abnormal low J:roduction 
in wheel and axle plant. They agree that in an 
integrated steel plant the overall conditions 
hav.e an imp'Qrtap~ bea~iJ;lg on the performance 
of a p,articular unit. The Committee, however, 
find that the proc:lUction in 1969-70 in the wheel 
and, axle. plant has only been about 15 per cent 
of the rated c~aci~y w.hereas the production of 
steel ingots was abo1Jt 60" per eent of the rated 
capacity. The overall low production of steel 
In Durgapur Steel' piant could therefore hardly 
explain the. u~tisfa~tciry production perfor-
maace of th,e wheel find axle plant. The low 
prod~tion. in ~is pi~nt nat only resulted in Joss 
of HSL but alSo a~ec~d the production of Tail 
coachell and "igons. There was also drain of 
fl;)re1sn exchari8~ em the import of wheel sets 
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Whi~h bec~~e ~~~ssary,. due to low prociuction 
1t:i this plant.Otf~ of't,he reasons for low pro-
duction ~s pouite'd oilt: b't Audit was that IIthel1l 
wlis laCk of cOntf~I' g\i~r t~e production of ingots 
of required sizeS"." The resdlt was that these in· 
tots dici not life th~ re'cidired number of wheel 
bloCkS anci coiiS"eq.uehily. there was lower yield 
and lower Q'Iltput .o~' titfbhed wheels. Thil 
matter has be~n' a:ti.a'ifse'd: iii detail in the follow-
in~ paragr,:ph~,7'Uie. .c:c:?~ittee recommend that 
the Ministivfllouid: make a detailed enquiry 

. into the wo;klng of ~'s unit to find out the real 
reasons for abnormal low J>roduction and remedi-
al measures should be taken to impro\'e produc-

.' . -~ 
tion performan~~.' 

The Committee reglret to note that even after 
ri'i~e years of the cotnm,ll1iiioning of the wheel 
and axle plint, the' Management had not been 
able to produce the steel ingots of required 
sizes for wheel ~king resulting in 10s5 of pro-
duction of wheel Jet;; TJrere is also avoidable 
expenditUre as'* ~heelblocks of short length 
had to' be' treateCi as scrap and remelted or sold. 
It was admiited: that· the difficulty of short 
length' ingots' was Dot of a perennial nature. 
That being so it ii· fmperiitive that urgent and 
effective measures are taken to avoid the produc-
tion of ingbts of's~rt length to get the requtred 
yteid of whal'. The Committee view with great 
concern the' eonflnllOuil lo* of production on 
aCcoUnt of' short length iDgots and would like to 
be informed if the- remedial stepa taken and 
the resUlts achieved. , 

It is extre~ely, ciilappotnttDg to Dote that out 
of the total ~crea~ in . works cOat of Ingot steel 
durf.ql-. the last ft.~ y~ifB, the increase due to 
produCtive materiAls alone has been to the extent 
of 87%, 81 p~ ce~t '.andJO per cent In Rourkela, 
Bh1la1 and Dura.pur Steel Plants respectively. 

-----_.--------------
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The Committee have pointed out in Chapter V 
of this Report that the cost of produetion of raw 
materials in the captive mines of Rourkela and 
Bhllai Steel Plants bart' been very high and in 
some cases it was even higher than the cost of 
materials purchased from outside sources. The 
rate of consumption of the raw materials has also 
been higher than tbe norms fixed. Thus strict 
control on the cost and" usage of raw materials, 
refractories, etc. c~ go a long way in controlling 
the cost of production. 

Another major factor, leading to higher cost 
of production is the increase in operating COlt. 
While in Rourke-Ia and Bhila; Steel Plants, 14% 
increase in cost of production was due to this 
factor, in case of Durgapur this was as much as 
38%. The Committee have discussed in detail 
the question of overstaffing and lower produc-
tivity in the Steel Plants in Chapter VI ;,f this 
Report. The highest incidence of operating cost 
in Durgapur Steel Plant is due to lowest pro-
ductivity in this plant as compared to the othel 
two:_ts, . There is urgent need to raise thE 
labour pro~tit the Steel Plants to reduce 
the tDcidence of operating cost 

The Committee are unable to agree with the 
view of the Secretary of the Minbtry that since 
the domestic selling prices in some other count-
ries are higher than' the ex-works price of steel 
in India, the cost of production in these countries 
could be considered as high, It wlll be incor-
rect to draw any conclusion about the 
comparative cost of production in India and other 
countries by comparing the ex-works prices in 
India with the domestic prices in other countries 
for a particular month. For any m('aningful 
conclusion, the ex-works prices should be com-
pared" with the ex-works prices in other 
countries. 
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4.12 The Committee would also like to point out 

4.18 

5.13 

5.27 

tliat while comparing the cost of production in 
HSL with that of other producers of steel tn 
India in the private sector, it is imperative to 
take into account the relatively higher degree of 
sophistication of the modern plants of HSL 
which are expected tQ yield higher production 
at a lower cost as compared to the old plants 
.belonging to the private sector. c"..t;,. 

The need to reduce the cost of production of 
steel cannot be over-emphasised. Apart from 
affecting the financial working of the plant, the 
high cost of steel produces adverse repercussions 
on the manufacturing cost of the products based 
on steel. The Committee hope that the proposed 
,measures' mentioned above would help to bring 
down the cost of production. It is essential to-
_eep a constant watch on the cost of production. 
The variations between the standard cost and' 
the actual cost should be analysed periodically 
and remedial measures taken in cases where the 
cost of production is found to be higher than the' 
standard cost. 

The Committee trust that the linking of price-
wUh quality coupled with s'amplfng and analysis 
of coal both at the receivin~ and despatching 
points would help in exerciSing stricter check 
on consumption of coal and imprOving the pro-
duction performanCe of the Steel Plants. The 
question of coke consumption has been discussed' 
in detail in paras 5.59 to' 5.71 of tbis Report and' 
the Committee's detailed recommendations are 
contained ,therein. 

• -The working of the Barsua Mines W8!J 
examined by the Committee on Public Under-
takings (Eleventh Report-Third Lok Sabha) in 
1965. The Committee deaired that the reasons 
for the unsatisfactory working of the Barsua 
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~,s.sh~ be in'festigated and e#orts made to 
iru:reaae its production and reduce the cost of 
ialsina: It is unfortunate that Instead of any 
improvement, there has been further deteriora-
ti911 in the workJ." of the mines, in spite of the 
fact that action was stated to have been taken on 
the lines suggested. by the u. N. Mining Expert. 
The produ~tion has ,gone. down from 55% in 
1966-67 to 33% in 1969-70 apd the cost of raising 
has increased from Its. _ to Rs. _ per 
tonne. The increase in cost of p:toduction has 
made the mines uneconomic and the cost of iron 
are F.O.R. Rourkela Steel Plant from this 
captive mine was even higher than the cost of 
ore, purchased from o1,ltside &our~s during the 
last three years. The quality of orc raised from 
Barsua mines was also stated to be inferior than 
that of purchased ore. 

The Committee hope that the implementation 
of the recommendations ~ade by the German 
Consultants in' August; 1988 would improve the 
working of the mines by 1971. It is imperative 
that urgent and effective steps are taken to im-
prove the working or the mines to bring down 
the cost of raising ore, at least equal to the price 
of' ore of similar qua-Uty available. :£rom outside 
sources. In the event of' failure to achieve the 
desired obj~tive, the Committee feel that run-
ning of these caPtiVe mines and thereby increas-
ing the cost of' production of steel cannot be 
justlfled~ 

The ComDiittee view with concern the un-
satisfactory working' of the Rajhara Iron Ore 
Mines. The coit af r~g iron ore has been 
much higher than the estimates dtlrlng the last 
ftvit' years and it' bact gone-up f~Rs. _ per 
tonne in 1965-66tQ RI." per tonne in 1969-70-
aD . iDeria.~· of 128.5% within a period of 4 years. 
The moat· disquiet.hitg featllre is that the cost of 
produetlon' from the mecllanised mines, mecha-
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Diaed at a total cost of.RI. 3.49 crores, was even 
more than ·the COlt of raiaiDg iron ore by manual 
ope~ations;@ @It of production from macha-
n1aed mines w ._ ad RI. _ in 196s.a 
and 1969-70 respec . as against RI. _ and 
Rs. _ in respect of ual min-3 

The two main reasons advanced for high cost 
of production are lower volume of production 
and higher percentage of fines. As against 37.5% 
fines envisaged in the Project Report and even 
as against the designen revised estimate of 45% 
ftnes, the actual fines in 1967-68 and 1968-69 were 
of the order of 50% of the total production. The 
Committee could get no satisfaatQry explanation 
for low production and .such t heavy percentage 
of fines. They desire that a detailed technical 
study should be made regll'CUng the production 
performance and hIgh cost of production in these 
JBiIIes with specific reference to the imperative 
neceuity of reducinJ.?~ pJrcentage of fines and 
to investigate into, tU reasons for higher cost of 
railing ores by ulechaidsed· methods compared to 
the manual~. In case it is found that it will 
be more ec,*dmtcal if these mines are operated 
manually. the HSL should consider the possi-
bility of utilislng the machinery somewhere else. 

The Committee regret to note that as in the 
case of Barsua· iron are Mines, the working of 

• the captive limestone quarry of Rourkela Steel 
Plant at Purnapani was· also un.-.factory. The 
production was much lower than the rated capa-
city aDd the ;cost of raisiDg ·was more than double 
the estimated cost. A. poiated out by the F.A. & 
C.A.O~, clue to. shortfall in production, the Rour-
kela Steel Plant was lacing a critical situation in 
regard.to avaiiability of·l~estone and additional 
·8Xl¥ndJtu.re had to be. Incurred to procure lime-
atone..bom. other sources resulting in higher COlt 
of ~uctioft of steel. -----_._--
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One of the reasons for low production was 
stated to be that -the nature of deposits did not 
permit large scale mechanised mining because of 
the necessity to adhere to a particular quality 
specifications. This gives the impression that the 
management did not make requisite investigation 
about the nature of deposits before taking up the 
scheme for the development and mechanisation 
of the limestone quarry. The Committee are of 
the view that with advance planning some of the 
factors hampering production, e.g. large scale 
wear and tear of rubber tyres, shovel track chains 
on account of rough roads and non-availability of 
spare parts etc. could have been foreseen and 
timely remedial action could be taken. They 
desire that immediate steps should be taken to 
improve the working of the quarry. 

The Committee are unhappy to note that the 
working of the Nandini Limestone quarry also 
has not been satisfactory. The prodllction from 
mechanised mines was lower than the budget 
estimates and the cost of production was higher 
than the estimates therefor. What is worse is 
that the cost of production from the mechanised 
mines was even higher than the cost of limestone 
raised by manual operation. The Committee 
could get no satisfactory explanation in this re-
gard. They desire that the reasons for high cost 
of production should be analysed and remedial 
measures taken to bring it d9wn . 

One of the reasons advanced for low produc-
tion during all the years has been that the mines 
operated with imported locomotives only. Those 
locomotives were due for capital repairs, facilities 
for which were not a~anable either in the plant 
or mines. As pointed out in paras 3.42 to 3.47 
of this Report, the Steel Plant had also suffered 
loss of production due to unsatisfactory working 
of these imported locomotives.. The Committee 
regret to note that in spite of continuing handicaps 

._--- .~ .. ---_._. __ ._ .... -._---_ .. -----
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for last 4 years both from the mines and the 
Steel Plant, prompt measures were not taken to 
provide requisite facilities for repairs and main-
tenance of these locomotives. The Committee 
would like to be informed of the measures taken 
or proposed to be taken for repairs and mainten-
ance of these locomotives. 

The Committee regret to note that as In the 
case of other mines, the working of the manga-
nese ore mines pres~nted a dismal picture of very 
low production and abnormally high cost of pro-
duction. The Committee are surprised to find 
that the H.S.L. accepted for exploitation those 
areas which are not economically inlneable. The 
output from the mines has been about 1.5% 
(approx.) Qf the total quantity required by the 
Plant and the cost of raising has also ranged 
between 10 times to about 2 times (approximate-
ly) the cost of ore purchased from open market. 
These mines are hardly serving any purpose 
except adding to the avoidable expenditure year 
by year due to abnormally high cost of raising 
ore. The Committee, therefore, recommend that 
the desirability of continuing the mining of man-
ganese ore from these captive mines should be 
examined in the background of its existing per-
formance without any further loss of time. 

The Committee find that the Mehtab Com-
mittee had suggested the coke rate of 150 kg. per 
tonne after taking into acconnt the quality of 
raw materials available in the ('ountry. Con-
sidering the very low coke rate in other coun-
tries which was between 500 and 650 kilo per 
tonne, the coke rate of 750 kg. suggested by 
Mehtab Committee cannot be considered un-
attainable. On the contrary, the Committee 
regret to find that the actual consumption of coke 
has been much higher (Bhllai 813, Durgapur 922, 
Rourkela 939). It has surprised the Committee 
more to discover that the norm has also been 
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bed mueh h18~ than the target fixed by 
:M4htab Oo~ The COrrimittee, therefore, 
recommend that·.rts should be made to achieve 
the taqet of~:·t'te of 75& kg. per tonne 
through etftcient*ration and by adoption of im-
prove teehniqut.3 . 

The Committee also find that the rate of 
consumption of some of the other raw materials 
had also been higbe&- than the norms laid down 
by the Norms Committee. Thus, the 'Fe' con-
sumption through ir(.)Jl Ol!e, sinter and &crap per 
tonne of hot metal in tbe Bhilai Steel Plant was 
higher than in the norms laid down. The rate 
of consumption of ):ig iron, iron are and Ferro-
manganese in the steel melting shops of all the 
three steel plants has also been higher. It is 
also noted that ~~"le Norms Committee had fixed 
these norms 011 the basis of past performance and 
these were considered 'achievable' under the 
existing operating conditiolll. The Committee, 
therl!fore. recommend that the norms fixed should 
periodically analysed in detail with a view to 
eliminating excess consw;nption and/or wastage. 

The Committee regret to note that the actual. 
staff strength in the works Departments of 
Rourkela and Bhilai Steel Plants as on 31-3-70 was 
about double of that provided in the Project Re-
ports for their expansion. They are amazed, 
over the statement by the HSL that ''the earlier 
estimates made in the Project Report were based 
on assumptions which were neither correct nor 
relevant to Indian Context." With the experience 
of one mlllion tonne plants, it was expected that 
the estimates for manpower requirements would 
be more realistic, to serve as a yardstick for 
actual manning of the Steel Plants. 

6.10 The Committee also note with surprise as to 
why the Industrial Engineering Department of 
HSL had reported in 1963-64 that there was no 
surplus staff in H.S.L. Instead, the undertaking" 
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ba.d ,a s~~r~~~l a,~~ ~.e,i,r SI.E.D.) estimate of 
s~ req,*e~entsa,~i' ~~~ion. On the con .. 
trlU'y; the studiE!.!l ~ade ,by ~h~ Bureau of Public 
Enterpr~8es and ~!! l~~est st.~dies conducted by 
the A~m.inis~ative s~af't .C~le,., Hyderabad have 
.reveal~d ~ha.t ~L h~.B9t surplus staff. In the 
face of these definite reports 'of independent and 
expert agencies. the Co~mitt~e feel that it would 
not be safe to rely on the rePort of the Industrial 
Engineering Department of the HSL. The Com .. 
mittee find that the report of the HSL (lED) 1s 
based on broad studies and discussions unlike 
the study of the Independent agency e.g. 
Administrative Staff College. Hyderabad whose 
detailed work measurement studies are expected 
to be more scientific than the previOUS estimates. 
Consequently, the Committee have come to the 
conclusion that the estimates of HSL (lED) are 
on the high side. 

The Committee hope that the staff strength in 
the steel plants will adjusted in accord~ce with 
the latest studies and GovemmentlHindustan 
Steel Ltd. would take the opportunity offered by 
the ezpansion scheme of the steel Plants and 
Bokaro Project to gainfully employ the surplus 
staff as early as practicable and possible. 

The Committee regret to note that the staff 
in the General Administration and Township 
Departments of the three Steel Plants ranged 
from 27% to 35% of the Staff employed in 
operation (Works Departments). They feel that 
this percentage is on the high side and there fs 
scope for economy in personnel costs in these 
departments by improving systems and proce-
dures of works· The Committee find that H.S.L. 
had not conducted any study in regard to the 
staff employed in these departments with a view 
to ascertain the reasons for differences in man-
ning pattern in the three steel Plants and to effect 
economy in staff. However, according to HSL, 

------_ .. _--_._----_. ----------_.- .-
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, the 0 & M Sections in the plants have now under-
'taken detailed studies on a continuing basis in 
all the plants for (a) simplification of office pro-
cedures and (b) for determination of manpower 
requirements. The Committee desire that these 
studies should be completed expeditiously and 
the norm evolved for the staff in the Township 
and General Administration be adhered to strict 
ly. The services of the surplus personnel re-
vealed as a result of such study could be made 
available to other steel plants proposed to be set 
up in the country with a view to give them ex-
perienced staff from the inception. 

The Committee would like to point out that 
in comparing the labour productivity of the 
modern steel plants of HSL with that of Tata 
and Indian Iron & Steel Companies, commissioned 
years ago, it is necessary to take into account 
the higher degree of sophistication of the plants 
of HSL which should results in higher produc-
tion. 

The Committee regret to note the low pro-
ductivity in the three steel plants of HSL rang-
ing between 45-79 ingot tonnes per man year. 
The most disturbing feature is that while it was 
expected that with the expansion of the Steel 
Plants, there would be improvement in labour 
productivity, the position has worsened and the 
labour productivity in Rourkela and Durgapur 
Steel Plants was even lower than 1965-66. ThE! 
productivity in 1969-70 being only 54 and 45 in 
Rourkela and Durgapur Steel Plants respectively 
against the corresponding figures of 68.1 and 69 
in 1965-66. As mentioned in para 6.23 of this 
Report the labour productivity in some of the 
advanced countries ranged from 156 to 247 ingot 
tonnes per man year. Even the Mehtab Com-
mittee appointed by Government to look into the 
cost of production of steel and which included 
representatives of Hindustan Steel and Tata Iron 
and Steel Company considered it possible to raise 

-_._, , .. _ ... _---- ------
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the productivity to about 125 ingot tonnes per 
man year and above in each of the plants. View-
ed in this background, the present low level of 
productivity in the Steel Plants of HSL cannot 
but be a matter of urgent concern. The Com-
mittee are informed that if the three steel plants 
operate at rated capacity and the present man-
ning can be reducedladjusted in accordance with 
their industrial engineering studies, it should be 
possible to reach a productivity level of 125,100 
and 100 ingot tonnes perman year in Bhilai, 
Rourkela and Durgapur Steel Plants respectively. 
The Committee hope that HSL would strive to 
attain at least this minimum level of productivity. 

The Committee also recommend that the 
Research and Development Divisions of the 
Steel Plants and the Central Engineering and 
Design Bureau of HSL should make a detailed 
study of the reasons for high productivity in 
other advanced countries (like Japan, U.S.A. 
and West Germany), with a view to ascertain 
the technological innovations and manning pat-
tern etc. that account for the high productivity 
in their respective countries and sugaeat their 
adoption in H.S.L. Steel Plants toaUatn com-
parable productivity level per worker. 

The Committee view with concern the UD-
satisfactory industrial relations in the steel plants 
of HSL especially in Durgapur and Rourkela 
Steel Plants .. ) From the figures furnished to the 
Committee they find that the mandays lost due 
to strikes etc. in Durgapur Steel Plant during 
the first seven months of the year 1970-'11 were 
as high as 1,50,821 resulting in loss of production 
of the value of Rs. 2.'62 crores. In Rourkela Steel 
Plant, although the mandays lost (13,566) during 
the corresponding period were lower 88 com-
pared to Durgapur Steel Plant the value of 1011 
of production was stated to be much higher i.e. 
RI. 9.08 crore.. It needs no emphasis that for 

2042 (AU) L.S.-ll. 
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the efficient and economic working of any under-
taking it is necessary that there should be under-
standing and co-operation between labour and 
manag~ment. In the steel plants, especially, due 
to the inter-relationship of manufacturing pro-
cesses involved and the sensitiveness of the 
equiiUlleatt to Ndden and unplanned stoppages 
,and interruptions, the strikes, etc. cause con. 
'siderable harm. There is need for a constant 
endeavour both on the part of the management 
and the labour unions to resolve differences 
through mutual discussion and voluntary arbit-
l'atictn rather than by resort to strikes, lock outs, 
etc. ' 

The Committee note the varlous causes 
fuentioned by the HSL for the labour unrest in 
HSL and the remedial measures suggested for it. 
The Committee have taken up for examination 
this year the horizontal study of Personnel Poli-
cies and Labour, Management in the public 
undertakings. They would, therefore, make their 
detailed recomrnendat,ions in this regard in that 
Report. ' 

. The Committee regret to note that sustained 
attention had not been paid towards 1 epairs and 
maintenance of the Plants and Machinery espe-
cially in Durgapur Steel Plant resulting in a 
large number of break~wns. Proper mainten-
ance of plant and machinery is a must to ensure 
trouble free operation of the plants as maximum 
efficiency free from breakdowns and non-planned 
shutdowns. The Committee, therefore, desire 
that{!he maintenance departments in the plants 
should· be geared to clear the backlog of repairs 
and maintenance and to ensure that the preven-
tive maintenance af all the units is carried out 
in accordance with the schedules laid down. 
Ad"81J'ee planning for spares should also be done 
to fil~nitate timely replac.e~ents of worn out 
parts. 

---- ------------_. 
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The Committee also regret to note that the 
Capital repair progra~ of locomotives in 
Bhilai Steel Plant suffered due to lack of heavy 
maintenance facUities .. 'they feel that this handi-
cap could have been overcome by the Plant with 

. more careful planning and coordination in so far 
as repairs of locomotives is concerned. They 
(BSL) should have had arrangements with Rail-
ways for overhauling and' repairs etc. of loco-
motives-a task not difficult to perform. 

·From a statement furnished to the Com-
mittee showing the yield of various by-products 
in three steel plants the Committee find that the 
recovery of various by-products had been lower 
than the norms t.id down by the Norms Com-
mittee. The recovery of beth crude Benzol and 
the Ammonium Sulphate during the years 1968-
69 and 1969-70 has been the lowest in Rourkela 
Steel· Plant, as compared to the other two steel 
plants. 

The Committee hope thl\t the implementation 
of various recommeluiations of the two Expert 
Committees appointed py HSL to examine the 
workins of these by -procW.ct plants will be ex-
pedited to improve the wDrking of these plants. 
They would .like to emphasize the need to maxi-
mise production from these plants since substan-
tial investment has been made by IiSL and their 
performance affects the cost of production of 
steel and also the working; results of H.S.L. 

The Committee regret to note the unsatIs-
factory working of the by-product plants at 
Rourkela Steel Plant due - to poor performance 
of the screw comprel8OfS. It is unfortunate 
that the des;/lll deficiencies in the bv-produ('t 
plant resulted in avoictable loss to H.S.I,. As 
pointed out by the KarH". Committee the "Intro-
duction of untried equiJ'meM for ('ompreRl'Ijon of 
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a' corrosive gas without provision for adequate 
purification introduced an element of risk into 
the design of the plant that ought to have been 
avoided." The Committee further note that the 
Kane Committee recommend~d that "the Consul-
tants should have provided a purification system 
to remove Benzol, Nepthalene and Hydrogen 
sulphide from the coke oven gas prior to its entry 
into the screw compressors." It appears that the 
entire working of the by-product plant was 
handicapped since the date of installation of the 
plant resulting in continuous loss in production. 
The Committee are amazed to find that in spite 

.. of having their technical experts, neither the 
Consultants nor the HSL noticed such a major 
defect in the plant till the Kane Committee de-
tected the defects in 1968. The Committee are 
disappointed to note that the substantial losl': and 
avoidable expenditure had to be incurred on ac-
count of the defective workin!! of the compres-
sors. Apart from the low production of bv-pro-
dutcs resultin!! from the defective comprel'l':ors, 
remedial measure had to be taken by the HSL to 
instal a new compressor as "replaC'pment" to the 
Cldama~ed" one. Fot' all thesp lo!';!':ec; and avoi-
dable expendnure. the Committee feel. the con-
sultants and HSL cannot PClcane responsibilitv. 

8.18 The Committee also find that even after the 
Report of the Kane Committee in July. 1968. it 
was only on 2,oth February, 1969 i.e. after six 
months that tlie Government conveyed to H.S.I.. 
their decision on the various recommendations 
contained in the Report. The recommendations 
of the Committee were stated to be under imple-
mentation. 

The Committee feel that Government should 
not delay such matters of importance where pro-
duction is hampered. The Committee hope that 
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implementation of the recommendations of the 
Kane Committee would help to improve the 
working of the by-product plants. 

The Committee regret to note that the sul-
phuric acid plant erected in May, 1960 at a total 
cost of Rs. 16.67 lakhs could not be commissioned 
till August, 1970. There had been avoidable 
delay in placing orders for sulphur burning unit 
costing Rs. 3.81 lakhs to make good the deficiency 
of hydrogen sulphide content in the Coke Oven 
Gas. Surprisingly it took H.S.L. a period of five 
years for placing orders for this unit after the 
suggestion was made in this regard by the sup-
pliers. It is surprising that about 2t years were 
taken only in ascertaining from the pyrites and 
Chemicals Development Corporation the position 
regarding the availability of pyrites in term,; of 
the Government direction issued. in 1963 that 
the existing Plants be designed/modified to use 
indigenou!'l pyrites Instead of imported flu]phur. 

The Committee also find that the contract for 
the by-product plant including sulphuric acid 
plant under the Expansion Scheme was placed 
on the 4th July, 1963 with elemental sulphur 
burning equipment with a future provision for 
pyrites burning. It is paradoxical that while the 
orders for the Sulphuric Acid plant under the 
expansion scheme were placed in July, 1963 it-
self pending examination of availAbility of pyri-
tes, the Management waited till November, 1965 
for a repJy from the Pyrftefl and Chemicalll 
Development Corporation reqardinll the suoply of 
pyrites before placinll orders for the Sulphur 
burnin!! unit In respert of thf' !,;lllnhuric acid 
pJant already in!'ltaUed under the oriJYlnal Rf.'heme. 

The Committee are also not able to RPprer.iate 
how R ~rjod of four Yf'!arR waR allOWed to elanR,. 
between the placin« of order for the tlulohur 
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burning unit in November, 1966 and the commis-. 
sioning of the Plant in August, 1970. This is 
indicative of a leisurely and almost casual man-
ner of dealing with plant operations which the 
Committee cannot but too strongly deprecate. 

8.21 The Committee also fail to appreciate the 
decision to install another Sulphuric acid plant 
with higher capacity while the plant installed 
earlier could not even be commissioned till 
August, 1970, not to speak of its working satisfac-
torily. 

8.29 The Committee regret to note the loss of 
about Rs. 40 lakhs suffered by the Rourkela 
Steel Plant due to explosion in the Naptha Re-
forming Unit of the Fertilizer Plant. They 
would like to be informed of the action taken by 
the HSL for the various acts of omission and 
commission on the part of the Contractors, etc. 
pointed out by the Kasturirangan Committee. 

9.11 The Committee note that the inventories in 
the Steel Plants of H.S.L. have shown a declin-
ing trend during the la.st three years and the 
total inventories as percentage of valup of pro-
duction was 43 per cent jn 1969-70. Ho*ever, in 
the case of stores and spares. the value of stock 
was still equivalent to 26 months on the basis of 
annual consumption. The Committee hope that 
the variouR mea!'lures undertaken by H.S.L. in 
this regard will help in brin~ing down the stock 
of stores lind spares. 

9.12 The Committee also find that Alloy Steels 
Plant was Rtill havi~ heavy inventories. These 
were 121 per cent of the total value of produc-
tion in 1969-70 as compared to 4:i per cent for 
the H.S.L. as a whole. Heavy inventories not: 
onlv re!'lult in hlorkiY'e of CApit.f'I1 but Abo meA" 
avoidable exDend~ture bv wav of inventory 



1 2 

31 10.7 

32 .I. 11.17 
Ii' 

159 

3 

. carrying .cost. The Committee recommend that a 
special drive be made to reduce inventories in 
this plant without any jurther loss or time. The 
Committee also suggest that the possibility of 
using computerised services for inventory con-
trol may be examined. . 

The Committee hope that the present lIystem 
of the functional Board would be given a fair 
trial and frequent changes either in the character 
of the Board or its personnel, as has happened 
in the past, would be avoided. Now that the 
HSL has four functional Directors, the Committee 
expect the top management to have effective 
central control on important matters of policy 
and to provide suitable guidelines to the plant 
with a view to improve their working. It should, 
however, be ensured that the plant manage-
ment's initiative and self-confidence is maintain-
ed by allowing them to function independently 
Within their respective spheres of' delegated 
authority. 

_ The heavy capital expenditure on the plants 
of HSL is a major factor responsible for raising 
the cost of steel as interest and depreciation 
charges account for about 25 per cent of the 
total cost of production of steel. The Committee 
regret to note that there have been frequent 
revisions and considerable increases in the capi-
tal cost estimates as compared to the Original 
estimates 'for each of the three plants of HSL 
not only for the original ~illion tonne plants but 
also for their expansionlil.1· In order to have a 
proper economic appraisal of a project it is es-
$ential to prepare realistic estimates taking into 
account all foreseeable, items of expenditure to 
obviate the need for frequent revision of esti-
mates. U substantial increases in capital outlay 
are placed before Government for approval after 
the project has been launched, Government are 
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left with no alternllltive but to approve the in~ 
crease. 

Tne Committee find that one of the reasons 
for increase in capital cost has been the deb,y 
in> construction and commissioning of the plants. 
There have been inordinate delays (2-3 years) 
in the commissioning of some of the units of the 
three steel plants both in the case of original 
one million tonne plants and their expansions. 
These delays result in higher capital costs on 
account of increal!ied interest charges and admi-
nistrative expenses during construction besides 
escalation in prices. The Committee recommend 
that \steps should therefore be taken to control 

I 

the time taken for the construction and commis-
Sioning of the plants by making effective use of 
modern net-work analysis techniques like Pro-
gramme Evaluation and Review Technique and 
Critical Path Method. 

The Committee further suggest that Gtrict 
control should also be ~aintained over e~pendi­
ture to ensure that there was no wa~ age or 
avoidable expenditure' on the setting up of the 
plants. 

11.26 The Committee regret to note that the HSL 
has suffered a cumulative loss of Rs. 172.83 crores 

'by the end of March, 1970. Even after 16 years 
of its establishment in 1954 it has been incurring 
Jltavy losses, the loss being Rs. 10.47 crores even 
In 1969-70. Instead of providing any return on 
large capital investment (Rs. 557 crores on 31.3.70) 
for all these 16 years, the losses incurred by 
HSL have wiped out 31 per cent of the equity 
capital. Of the three main stee' plants, the loss 
suffered by Durgapur Steel Plant has been the 
highest i.e. Rs. 83.54 crores as against Rs. 32.19~ 
crores incurred by the Rourkel. (excluding ferti-i!l 
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lizer Plant) Uld as. 26.03 croreli by the Bhilat 
Steel Plant .. ' 

One of the reasons advanced for the losses is 
the unremunerative sales prices which have 
been fixed on a gross block of Rs. 1,176 per tonne 
of finished steel largely based on the then block 
of TISCO) as against HSL's actual gross block 
of Rs. 2,400/- per tonne after expansion of tile 
Plants. The Committee would however, like to 
point out that while considering the impact of 
higher capital cost on the working results of the 
company, it is necessary to take into account the 
relatively higher degree of sophistication of the 
modern plants which are expected to yield higher 
production at lower cost as compared to the old 
plants. 

The Committee also find that there have been 
increases in the selling price of steel. As point-
ed out in para 11.23, the average ex-works net 
selling price per tonne of saleable steel has in· 
creased from Rs. 525 in 1965-66 to Rs. 638 in 
1969-70 i.e. an increase of 21.5 per cent. But the 
cost of production has increased 14t a faster rate. 
The weighted average cost (excluding interest 
depreCiation) per tonne has gone up to the ex-
tent of 33.6 per cent during the corresponding 
period. The increase.in the selling price of steel 
has wide economic, repercussions. The Com-
mittee therefore, emphasise the need to reduce 
the COlt of production instead of having a viCious 
race between the cost of production and the sel-
ling price. The Committee have discussed in 
detail in the previous chapters of this Report the 
various COBt raising factors e.g. low production 
as compared to rated capacity, high cost of raising 
raw materials in the captive mines and higher 
consumption rate of raw materials, over staffing 
lower productivity of labour, etc. They feel 
that there Is considerable scope for reduction in 
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the cost ot production of, steel with the conse-
quent advantage of improving the working re-
sults of H.S.L. 

The Hindustan Steel· Ltd., being the largest 
producer ot steel, has made significant contribu-
tion to the industrial and economic growth of 
the couhtry. Apart from providing employment 
opportunities to a, large number of persons, the 
updertaking has also contribute~ to the growth 
and dissemination of technical know-how, in 
addition to the production of steel. The export 
of steel by the HSL to various countries in the 
world has beEm on the increase amounting to 
over Rs. 45 crores in 1969-70 which represents 
more' than half the share of export of Indian 
steel. It has helped thereby in earning valuable 
f9reign exchange and raising the image of Indian 
Iteel Industry . 

• ,' < ~;'; r 
ll .. The- examination. of llind.l.lstan Steel Ltd. has, 
~,revealed s~rious deficiencies in the 

, !~ ~orldng. of this undertaking which are. .summa-" . .,_41& foIlo,u: ~ 4-
.~ ", 

(i) Low production'in all the plants . 

(U) High cost of prodUction. 

(iii) High rate of consumption of raw mate-
,rials. 

(iv) Overstaffing and low productivity. 

(v) Heavy capital expenditure (gross block) 
resulting in higher depreciafion and in-
terest charges. 

(vi) Heavy recurring l~&. 

The above deficiencies have been dealt with 
in detail in the concerned chapters of the Report. ----_ .. _._---_. __ ._._- -_ ... _-_ ... _----------_._----
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12.3 

3 
.. - --;----.-~.-.... _--------_.- _._-

To sum up, the Committee have come to the 
. conclusion that to earn success the Hindustan 
Steel Limited should (i) maximise production, 
(ii) improve industrial relations, (iii) effect eco-
nomy through cost control measures, and (iv) 
strive for fair return on investment made and 
obviate 10S8el. 

12.4 The Committee are of the opInIOn that for 
the realisation of the objectives highlighted 
above, much will depend on the Joint initiative 
of HSL and the Government. The undertaking/ 
Government shoUld study in depth the deeproot-
ed factors that stand in the way of production, 
cost control and profitability and should make a 
determined effort to eliminate them. The Com-
mittee have every reason to believe that this 
undertaking will grow into a successful enter-
prise and make even greater contribution to 
national economy provided remedial steps are 

. taken forthwith by the undertaking/Government 
with imagination and firmness. 
---------------.-----

GMOIPND-LSII-2042(Aii) LS-23-11-71-I3.tO. 
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