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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been 
authorised by the Committee to present the Report on their behalf, 
present this 7th Report on Coal India Limited. 

2. The subject was examined by the Committee on Public Undertakings 
(1990-91). The Committee took evidence of the representatives of Coal 
India Limited on 2nd, 3rd and 4th January, 1991 and also of the 
rep1es<:ntativesof Ministry of Coal on 6th & 7th March, 1991. The 
Committee, however, could not fillalise their Report due to the dissolution 
of Ninth Lok Sabha on 13th March, 1991. 

3. The Committee on Public Undertakings (1991-92) considered and 
adopted the Report at their sitting .held on 14th February, 1992. 

4. The Committee feel obliged to the· Members of the Committee on 
Public Undertakings (1990-91) for the useful work done by them in taking 
evidence and sifting information which forms the basis of this Report. 
They would also like to place on record their appreciation for the valuable 
assistance rendered to them by the officials of the Lok Sabha Secretariat 
attached to the Committee. 

S. The Committee wish to express their thanks to the Ministry of Coal 
and Coal India Ltd. for placing before them the material and information 
they wanted in connection with examination of the subject. They also wish 
to thank in particular the representatives of the Ministry of Coal and Coal 
India Limited who appeared· for evidence and, assisted the Committee by 
placing their considered views before the Committee. 

NEW DELHI; 
Apri/9, 1,992 

Chaitra 20, 1914 (5) 

A.R. ANTULA Y 
Chairman, 

Committee on Public Undertakings. 



CHAPTER-I 

ORGANISATIONAL SET UP 

Historical Background 
Nationalisation of the coal industry was done in two successive spells. 

First in October, 1971 the management of 241 coking coal mines in Bihar 
and West Bengal were taken over and su~quently nationalised and 
grouped under a new public sector company namely Bharat Coking Coal 
Limited in May 1972. Next in January 1973, 711 non-coking coal mines in 
the States of West Bengal, Bihar, Maharashtra, Madhya Pradesh, Orissa 
and Assam were taken over and later nationalised. Of these 184 mines in 
the Jharia Coalfields were transferred to BCCL for convenience of 
administration. The remaining mines were ,vested in a new public sector 
company namely the Coal Mines Authority Limited (CMAL) which came 
into being in June, 1973. 
A. Formation of Holding Company 

1.2 In November, 1975 Coal India Limited (CIL) was formed as a 
holding company, BCCL became one of its subsidiaries and the other coal 
mines belonging to CMAL and National Coal pe.velopmen! Corporation 
(NCDC) were grouped into 3 subsidiaries viz. Eastern Coalfields Limited 
(ECL), Central Coalfields Limited (CCL) and Western Coalfields Limited 
(WCL). 'At the same time, the Central Mine Planning and Design Institute 
Limited (CMPDIL) was formed as one of the subsidiaries. The Ch~an 
of the holding company was made the Chairman of subsidiary companies 
also. Subsequently certain structural changes were made in 19n whereby it 
was decided to place each subsidiary company under the charge of a 
Chairman-cum-Managing Director, Singareni Collieries Company Ltd. 
continued its separate existence. 

1.3 In November, 1985, 2 more subsidiaries were carved out of Central 
Coalfields Limited and Western Coalfields Limited. At present Coal India 
Limited is Holding Company for the following seven subsidiary Com-
panies:-
1. Eastern Coalfields Limited. 
2. Bharat Coking Coal Limited. 
3. Central Coalfields Limited. , j 
4. Northern Coalfields Limited. 
5. Western Coalfields Liqlited. 

<. .I, 6. South Eastern Coalfields Limited. 
7. Central Mine Planning & Design Institute Limited. 

1 
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1.4 CIL has also submitted a proposal to the Government for formation 
of an another subsidiary- company comprising of areas of Talcher, Ib 
Valley and Mand-Raigarh Coalfields. These areas at present fall within 
South Eastern Coalfields· Limited. During the course of examination of 
CIL, the Committee wanted to know the basis for earmarking areas 
for different subsidiaries as well as creation of new subsidiaries. CIL 
replied in a written note -as follows:-

"The organisational structure of Coal India's subsidiary is that the 
company is divided into a number of Areas and each Area consists 
ofa number of collieries which are the cost I profit centres of the 
subsidiary. The size of an Area in any subsidiary of Coal India is 
determined by a consideration of various factors such as prQduc-
tion I production potential, gross block, annual turnover, man-
power, geographical dispersion, technological comple'xity, future 
investment programme. land acquisition and projects to be 
implemented. The same factors are considered for extension and 
bifurcation of an Area. 

These factors, again, are integrated to consider the formation of 
a subsidiary company. Large production potential programme, 
wide geographical dispersion, vast working capital and investment 
programme, technological complexity to a large extent necessitate 
the formation of a subsidiary company for better rontrol." 

1.5 As regards the basis for proposal for the formation ~ a new 
subsidiary company comprising of ar~ of Talcher, Ib Valley and Mand-
Raigarh Coalfieldsy . CIL stated in a note as follows:-

"SECL today is managing two of the fastest groWing' coalfields viz. 
Talcher and Ib Valley Coalfields. Over 1994-95 out of CIL's share 
of production of 256.90 MT SECL's· contribution is the highest 
(70.70 MT)-the order being SECL: 70.70 MT, CCL 44.50 MT, 
NCL: 41. OOMT , ECL: 39.00 MT, BCCL 33.00 MT and WCL: 
27.80 MT. OF SJ;.CL's share of 70.70 MT, Orissa coalfields alone 
will contribute almost of the level of WCL." 

1.6 During the course of examination of Department of Coal, the 
Committee wanted to know the latest position about formation of the new 
subsidiary company. Department of Coal stated in a written note that the 
proposal to form .a new coal company comprising of Talcher and Ib Valley 
Coalfields in Orissa and Mand-Raigarh Coalfields in Madhya Pradesh with 
headquarters in Orissa, was under consideration of the Government. 
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B. Role and functionS of elL vis-a-vis its subsidiaries 
1.7 Coal India Limited in functioning as a holding Company for seven 

subsidiary companies under the Ministry of Energy (DepaI1ment of Coal). 
Like CIL, all the subsidiary companies are having regular Chairman-cum-
Managing Directors. As regards the role and functions of CIL vis-a-vis its 
subsidiaries, CIL stated in a written note as follows:-

"CIL-the Holding Company, is the apex body and its primary 
responsibilities are policies, strategic planning including choice of 
technology, target setting and monitoring, co-ordination with and 
among the subsidiaries, monitoring of performance and liaison with 
Govt. I Central Agencies. In addition, CIL has the following 
executive responsibilities:-

1. Negotiation for foreign collaboration. 
11. Mines in North Eastern Coalfields. 
iii. Dankuni Coal Complex. 
IV. Coal Stock Yards. 
v. Bulk procurement of high value items and imports. 

vi. Recruitment of executives. 
The subsidiary companies are responsible for all operational 

matters, commissioning and execution of new as well as on-going 
projects, man management, production, consumer satisfaction etc. 
In addition subsidiary companies perform related functions, such 
as, maintaining liaison with concerned State Governments, acquisi-
tion of land, execution of welfare programmes, maintenance of 
safety standards, bet~erme~t of industrial relations etc. 

CMPDIL, the Planning Subsidiary is engaged principally m 
providing the planning support to all' producing subsidiaries of 
CIL. It undertakes mineral exploration, planning and designing of 
coal and coal benefIciation projects, coal utilisation projects, 
environmental management plans and assist in the transfer of 
foreign technology for assimilation in Indian conditions. It acts as 
the nodal agency for Research and Development work in all fields 
related to coal production, utilisation beneficiation, environments 
etc." 

1.8 In response to the recommendations of the Committee on Public 
Undertakings made in their 17th Report (1980-81) to the effect that 
holding company should be given more powers, the Department of Coal in 
their action taken replies had stated (November, 1981) as foIlows:-

"The restructuring of Coal India Ltd. and its subsidiaries is under 
active consideration of Government and the Committee's observa-
tions are being given due consideration." (" 

1.9 During evidence the Committee wanted t~ know as to whether there 
had been any major restructuring of CIL as was reported to be undrr 

, . 
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active consideration of the Government 10 November, 1981. Chairman, 
CIL stated as follows:-

"The Government had decided that the concept of this holding 
company for managing the coal sector will continue with the coal 
industry and there has not been any change in the thinking of the 
Government. The Coal India is fun~tioning as the holding com-
pany with subsidiary companies for. controlling the day-lo-day 
production, planning~ operations in coal mines etc. The holding 
company's structure of' course has been strengthened by the 
appointment of full-time directors, the Director (Finance), the 
Director (Personnel), the Director (Technical), etc. Apart from the 
three Directors, we have also gone to divisions including corporate 
planning, project management and new technology etc." ~ 

1.10 Asked as to whether the present role and functions of CIL were 
adequate to monitor and control the functioning of its subsidiaries, the 
Chairman, CIL said:-

"The. present role and functions of CIL in our opinion are 
adequate to monitor and control the fuctioning of the subsidiary 
companies. " 

He, however, added that for better coordination, it would be preferable 
if the Chairman of CIL was the Chairman of subsidiary companies also. 

1.11 The Committee further wanted to know about the impact and 
usefulness of holding company, Chairman, CIL stated as follows:-

"From the management angle, the holding company-it is 
my considered opinion-has been successful and it has contri-
buted to the common service functions, like in the field of . 
exploration, planning, technology, etc. We have about 18000 
executives, successfully we have brought them together. The 
human resource development is again a field in which the 
holding co~pany could contribute a lot. Wage negotiations are 
another factor which applies to the entire coal sector of the 
country. We have already concluded four major wage neg9tia-
tions. The holding company has a coordinating role and 
functions. Therefore, in my considered opinion, the holding 
company had contributed. The other point is on the marketing 
side. We need different types of coal to meet the requirements 
of different consumers on which individual companies could not 
be coordinated. Marketing is coordinated centrally and effec-
tively." 

1.12 In regard to future set up of coal companies, CIL stated in a 
written note as follows:-

"Coal India, a fast expanding Holding Company whose produc.· 
tion from the present level of about 190 million' tonnes, is 
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expected to go up to nearly 400 million tonnes by the tum of 
the century, i.e. within 10 years time may need restructuring." 

1.13 On being asked by the Committee as to whether QL had sbumitted 
any concrete proposal to the Government for its restructuring, Chairman, 
CIL replied:-

"This has been under dIscussion." 
1.14 When asked to elaborate it further, the witness stated:-

"We shall have number of units or subsidiary companies or 
divisions with maximum authority for functioning on a day to 
day basis so fat as PI1?duction is conoemed." 

1.15 Subsequently, in a post evidence note ell .. submitted as follows:-
"The present concept of Holding Company with· SO many 
subsidiaries ·is also contributing to practicai pFoblems and to 
have 13 to 14 Subsidiary Companies under the umbrella of a 
single Holding Company by the end of the century will mean 
greater and avoidable problems. Because of the structure or 
Coal India as a Hodling Company and various subsidianes any 
reorganisation also becomes difficult as trartsfer of mines/ 
facilities from one company to another requires the approval of 
the Company Law Board involving a tortuous process and is a 
serious impediment to rationalisation work as and when circum-
stances demand. 

Secondly, the profitability of Coal India according to Com-
pany Law is only the profitability of Dankuni Coal Complex, 
North Eastern Coalfield and the Stockyards directly administer 
by the Marketing Division of Coal India. 

Thirdly, Coal India is now going to the Capital Market to 
raise funds for investment. The Holding Company form as at 
present envisaged does not lend itself to the presentation of a 
clear picture since the Annual performance of Coal India does 
not reflect the totality of performance of Co~1 India and 
subsidiaries. 
Fourthly, for eac~ issue of Bonds, CIL is 'equired to create a 
charge as fixed assets. Since CIL"s assets are not adequate, 
charge has to be created on the subsidiaries' assets and legal 
opinion is that this cannot be done without author.isation by the 
subsidiary Board and the Central Government-a wholly 
anomalous and avoidablesitu'ation. 

Fifthly, all capital investment is routed through Coal India 
and Coal India holds 100% share of the Subsidiaries. The 
Government of India does not hold even a single sh'are. The 
result is that at present Coal India's balance-sheet indicates a 
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very large share Capital and loan which as on 31st March, 1990 
stoOd at Rs. 5223.86 crares and Rs. 3744.60 crores, respectivley. 
The value of sales has been only Rs. 111.65 crores. This 
anomalous situation will be difficult to understand for an 
outsider and this will have be corrected as this creates avoidable 
doubts. 

Sixthly, because of the present structure of Coal India and its 
Subsidiaries senior 'Executives of various disciplines like Mining, 
Finance, Personnel, etc. are all in various subsidiaries occupying 
posts of Directors on the Subsidiary BQards, their appointment 
being made by the President of India. The result is that\a large 
corporate entity like' Coal India does not have the option to 
take its senior-most executives below the board level for posting 
in Coal India for grooming them to succeed either the Func-
tional Directors in CIL or CMD/MD of Subsidiaries. ,This 
handicap requires; to be removed. 

All the above handicaps could be done away with if only the 
present structure of CIL as' a Holding Company with so many 
Subsidiaries is changed by creating a unitary company by 
abolition of the subsidiaries. The Subsidiaries will then have 
only a, Managing Director and a Local Committee of Manage-
ment on which the existing Functional Directors will be mem-
bers as Executive Directors. Their jurisdiction would be the 
same as now. This would not in any way whittle down the 
powers of the Managing Directors and if necessary more power 
can also be given." 

1.16 During the course of examination of the Department of Coal the 
Committee pointed out that restructuring of ClL was' under active 
consideration of the Government as back as in Nov. 1981 and enquired as 
to whether the Govt. ever assessed/examined the role and functions of 
CIL vis-a-vis its subsidiaries an why no final decision could be taken in the 
matter so far. In reply, the Department of Coal brought out in a written 
note that the matter regarding restructuring of ClL had been considered by 
a number of Committees in the past as detailed below:-

1. Holding Company concept was introduced with the establishment 
of Coal India Limited on 27th September, 1975. Chairman, elL 
was also appointed as Chai~an of the subsidiary companies. This 
arrangement was reviewed in July, 1977 and the Managing Director 
of each of the subsidiary companies was redesignated as Chairman-
cum-Managing Director of the company. In the revised set-up, the 
objective was to make each subsidiary company operationally and 
adm'inisttatively effective. 

, 

2.1n 1980, Government appointed Fazal Committee to look into the 
physical as wen as financiat performance of PSUs and to suggest 
appropriate remedies for improving production and generation of 
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internal resources. With reference to the Holding Company Con-
cept, the Fazal Committee had favoured winding up of CIL and 
had suggested that the subsidiary companies be reorganised to 
operate as independent companies. This particular recommendation 
of the Fazal Committe"e was not accepted by the Government. 
In November, 1986, the Department of Coal appointed the 
Administrative Staff College of India, Hyderabad to undertake a 
study to review the following:-
(a) The existing role and responsibilities of the holding company, 

CIL and its subsidiaries; " 
(b) the nature of interface and overlaps between the CIL, its 

subsidiaries, and the Department of Coal; 
(c) the specific problems, mainly related to the aspects of 

organisational structure, which may be counter productive to 
the . efficient functioning of the coal sector; and 

(d) based on the above review to suggest the emerging forms of 
organisation of coal sector, which may be more viable and 
meaningful in dealing with the present problems and future 
challenges. 

In addition to the study made by the Administrative Staff College of 
India, two independent Committees viz. Chari Committee for EeL and 
Banerjee Committee for BCCL liad gone into the working of EeL and 
BCCL in depth. 

4. Based on the reports of various committees, the Department of 
Coal in 1987 had circulated a note for discussions in the Committee 
of Secretaries (COS). This note was considered by COS on April 
14, 1987 and the Committee had made the following main 
observations:-

(i)The present operational method of CIL is not growth-oriented 
particularly considering the vast size of its operations; 

~~) There was no adequate, emphasis "n accountability; and 
(Ill) There is a need to have an overallmanagem~nt in coal and as 

sqch oonstant inter-action with the subsidiaries is an essential 
pre-requisite for an ideal set-up. A centralised monolithic 
organisation with extended span of control may not also be an 
appropriate structure of elL etc. 

6 
Subsequently, another note incorporating the observations of COS 
was circulated by the Department of Coal in May, 1987 which was 
discussed in COS's meeting held on 12th January, 1988 aq,d it was 
decided that the Department of Coal should bring a fresh note 
taking into the account the observations of the Committee. 

S. During 1988, another study was commissioned by the Advisory 
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Board on Energy and the report of the study was titled 'Issues in 
Coal'. The Advisory Board on Energy has submitted a note for 
Committee of Secretaries highlighting these issues and recommend-
ing that steps should be taken to strengthen CIL in order to make 
it more effective. The recommendations of ABE, inter-alia 
included:-
(i) ~IL would be vested with the responsibility and authority for 

effective mangement of subsidiary companies and further 
development of the coal industry within the framework of a 
MOU with the Government. In this scheme of things is 
implied the authority for CIL to constitute the Boards of 
subsidiary companies on its own authority. 

(ii) The Board of CIL should be strengthened with experts in 
different fields in order to enable it to better discharge' its role 
in policy making. CMDs of subsidiary companies other than 
CMPDIL should be excluded. 

(iii) Continuity of top management in CIL 'should be ensured by 
appointing two Vice-Chairmen one of whom would normally 
succeed the Chairman. 

(iv) Government should interact only with CIL and not with the 
subsidiary companies. 

The issues that emerged from all these studies! discussions are whether 
CIL should be abolished and subsidiary companies, be given indepen-
dent status or CIL should be made into an unitary company with 
greater autonomy and subsidiaries be converted into its divisions like. 
steel plant .vis-a-vis SAIL. The entire 'subject has once again been gone 
into ana the Department of Coal has recently submitted a comprehen-
sive note on Energy Policy and Re-organisation of Coal Industry for 
consideration of the Government. 
1.11 During evidence the Committee wanted to know the vi~ws of the • 

Govt. on the type ~~organisational structure, which the coal companies 
should adopt parti .. arly in the context of its increased productioll 
programmes in the next 10 years. Secretary, Department of Coal stated:-

"There are certain operations which are of all India nature which have 
to be undertaken by Coal India: And tbere are certain functions 
which are of local nature. This two tier system has to function ...... For 
example, the production of coal in this country is being done in about 
450 coal mines. In fact, the number of coal mines is larger, but they 
have be~n consolidated into larger mines. It is quite different from 
what we have been. saying. In SAIL there are only four production 
units and you can easily control these from one organisation. Here, 
even within the holding company, we have six subsidiary companies. 
On an average, it has more than about 90 units which are to be 
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controlled by one company. They are finding it difficult to control 
them, even when they are autonomous bodies, functioning at the 
ground level, local level. It will be very difficult for any company to 
control 450 production units directly. Basically' this concept of 
functioning with two tier management is sound." 

1.18 When asked by the Committee that the present thinking of the 
Govt. was not to make CIL a unitary company, he repIied:-

"Yes, but we are suggesting an improvement in the existing .~ystem. 
1.19 He further stated that there was a need for clear identification of 

responsibilities between the holding company and the subsidiary com-
panies. Elaborating it further he stated:-

"(i) The first point is that there should be a very clear 
identification of responsibility as to who is going to do what. 
Today I am not very happy about the distributio~ of 
responsibility between the Coal India and the subsidiary 
companies. I will give you one example. In marketing, once 
we have given the long-term linkages which are established 
on a long-term basis by the government, say, fora power 
plant or fora steel plant or for a cement plant, hardly any 
coordination is required afterwards. The field is wide open to 
other small-scale industries-the other household sector and 
other consumers who need coal. Why should Coal India be in 
the picture in so . far as local marketing is concerned? That is 
not very clear to us. 

(ii) We have tried to streamline the arrangements in so far as 
planning system are concerned. The Coal India has been 
given a limit to sanction the projects up to an investment of 
about Rs. 50 crores. Earlier, it was Rs. 20 crores. The 
subsidiaries make investments up to a level of Rs.20 crores. 
So, that kind of arrangment is there. Then, some .of the cases 
from the subsidiaries also go to Coal India. Then they go to 
Government. There is some duplication in so far as planning' 
in concerned. 

(iii) About prioritisation-which project should be taken first and 
which should not be taken up at all and which should be 
taken up later. This is something which should be done by 
the corporate body because it has an over-view of what are 
the requirement~ of coal for the various sectors, what are the 

:, ~,' national priorities so far as coal is concerned. That also has 
to be done at a higher level than at the level of COlI India. 
This cannot be decided at the .Ievel of the coal subsidiary 
company. 

(iv) There should be an organic relationship between the two. 

1794L5-4 
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I 'The Coal India should have soine say, at least at the level of 
the management of subsidiary companies. But the fact of the 
matter is that these are Some of the issues where a lot of 
application of mind is needed and regarding levels of opera-
tion we have to see as to which is the best authority or 
organisation to carry on those operations." 

1.20 The Committee further wanted to know the views of the Govern-
ment on the suggestion made by Coal India Limited that Chairman, CIL, 
should also be made C~airman pf aU subsidiary companies for better 
coordination and control. To ~, Secretary, Department of coal reacted 
-as foBows:: 

-'11us idea, f would not say would reaDy work. The Chairii1an ot 
a subsidiary company also has to perform-, a large numlier of functions. 
which are of, more or less, day-to-day nature. It is not like a 
unit-Botaro Steel Plant or Bbilai Steel Plant. There are only four 
units. There are problems which are thrown up almost on a day-to-
day basis including Jaw and orders probelms, need ·to be attended to 
locally. " 

He added: 

"Once we say that haviag subsidiary is a part of the corporate 
scence in so far as coal sector is concerned, then to dilute subsidiary's 
effectiveness would not be proper and the effectiv~ness will be 
diluted by the fact that Chairman, Coal India will have to move 
about all the time, and do even trouble-shooting, from one place to 
another." 

1:21 When asked specifically that Government views were not to appoint 
Chairman, CIL as Chainnan of subsidiaries also, the witness stated "Yes". 
He added that Government was in favour of decentralisation of powers. 

C. Board of elL and its subsidiary companies 

1.22 The foUowin& table shows the number of Govt. nominees OD the 
board of Coal ~panies:-

Compaay 
en. 
BeCL 
ECL 
CCL 
WCL 
Na.. 
SECL 
CMPDIL 

No. 01 Govt. Directors 
3 
2 
2 
2 
3 
1 
2 
1 
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1.23 Besides Govt. Directors, board of elL include Chairman-cum-
Managing. Directors of its subsidi~ ~nipanies. In .regard to the Board of 
subsidiaries, elL submitted in a notefoJloWs:-

6'1bere is no nominee of Chairman CIL in tbese Boards even 
tboup these are subsidiaries of CIL." 

1~24 During evidence of tbe representati'es of Deptt. of Coal, on being 
pointed out by the Committee that at present ClL did not have any 
repre~~ntat!y~_ on the B~ard Qf its sjlbsidiaries. Secretary, Coa1··sta~:: 

"We would like nominees of the Coal India OD the Board of . , 
Directors of subsidiary Companies which is not the position today. 
On the other hand, we would also like some nominees of the 
subsidiary companies to be in the Coal India. At present, all the 
CMD's are in the Coal 'India Board. It is also not a vary desirable 
dIiD2." 

1.25 The Committee'aiso wanted-to kuow about.lhe G~rnment Policy 
in regard to association of experts 10 the related field with the Boyd .0J 
Coal Companies. Department ot" Coal. stated in a written note as1follows:-

"The Government has accepted as a policy the need to associate 
experts in the related fields in the Boards of various coal companies. 
In the 'proposed re-construction of the BO~lfd, provisions for the 
induction of the experts fr<?m diverse fielas of di.sciplines have been 
retained." . . 

1.26 Asked as to whether the Board of elL and its subsidiaries had been 
reconstituted by inducting experts as per the Government decision, the 
Department of Coal replied in, a note as follows: 

"No, Sir, The matter is still under examination." 
1.27 After aatioDaUsation of coal industry in two successive speUs in 1971 

aacll973, in 1975 the, entire coal industry in the country' excepting siDgareni 
CoIIeries Company Ltd. (wbleh is in Joint SedOr) came UDder the umbrella 
01 a holding company viz. Coal India Ltd. Under tbls arranpmeat 
CbaIrman of the holding company was made the CbaIrman of subsIdJarY. 
eompanles also. ·Subsequendy certain structural changes were made in 1m 
whereby Managing Diredon of subsidiary companies were. made ChairmaD· 
CUlD-Managing DirectorS of their respective subsidiary companies. With the 
Iacre8se 1:.. coal production more sua.idiaries have been carved out from the 
earliet· atroduction units and presendy elL has 6 producing subsidiaries viz. 
ECL, BCCL, eCL, NCL, WCL ancl SECL. Another subsidiary viz. 
CMfDIL is solely responsible ~or eoo"""tiDg the research I planning work 
for ali the subsidiaries. Proposal for .ettilll up yet another _bsidiary 
COIIIp8Dy to be carved out from SECL areas Is also UDder consideratloa 01 
die Govenunent. 

1.21 The Committee rearet to note that praently the role and lunetkml 01 
hoIdJna comoan\' v .... a·v .. ta .ubtJdlary companies have been earmarked In 
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a way where even subsidiary companies are required to report directly to 
the Government by passing the holding company. For instance whUe CIL is 
responsible for overall planning, target setting and monitoring of perform-
ance of subsidiaries, subsidiaries have to report diractly to the Department 
of Coal in the crucial operational matters like production performance, man 
management and execution of projects. The prevailing system not only 
erodes the autbority of tbe holding company, but contradicts the very 
concept of tbe two tier system of bolding company vis-a-vis subsidiaries. In 
this connection Coal Secretary admitted during evidence that there was lack 
of clear demarcation of responsibilities between tbe holding company and 
subsidiary companies. Secretary was also candid in his admission that there 
was duplication of efforts in regard to certain functions like planning and 
execution of coal projects. 

1.29 It is incredible and yet true that tbough the Government bas been 
considering the restructuring of CIL and its subsidiaries for over a decade 
yet no clear picture bas emerged so for. The Committee on Public 
Undertakings (1981-82) were informed by the Government as back as in 
November, 1981 that the restruchiring of CIL and its subsidiaries was 
under active consideration of the Government. Since then a number of 
Committees appointed by tbe Government ~ve examined the matter but 
the final decision- is still eluding. Arising out of the various studies there are 
three options before the Government viz. (I) to continue with the holding 
company by re-demarcation of role anel functions of CIL vis-a-vis its 
subsidUiries; (ii) CIL should be made into a 'Unitary Company' with greater 
autonomy and subsidiaries converted into its divisions like Steel Plant 
Yis-a-vis SAIL; and (iii) CIL should be abolished and subsidiaries be 
converted inta independent companies. While CIL bas pleaded to make it a 
unitary company by making subsidiaries into its divisions on t .. e pattern of 
Steel Authority of India Ltd., Secretary, Department of Coal deposed before 
the Committee that it will not be possible for any single company to manage 
more than ~ production units and instead Government proposed to bring 
improvement in ;-tbe present system. Since the matter bas already been 
inordinetely delayed the Committee desire that the Government should take 
a final decision in the matter without any further delay after taking all 
related matters into consideration particulary the increased production 
potential in next 10 years when the Coal Companies expect to produce 
about 400 million tonnes as compared to about 190 million tonne during the 
year 1990-91. The Committee also desire that wbile reorganising the coal 
companies the Government should also consider the recommendations made 
by Arjun Sengupta Committee which inter-alia recommended for holding 
company concept to minimise inter-face between the Ministry and the 
subsidiary company and to keep the operations of an enterprises at an 
arm's length from the Government. This recommendatioos was emphasiled 
by Committee on Public Undertakings in their 32.d Report (1988-89) aad 
was accepted by the Government. This implies that only the IloIding 
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company would deal with the administrative Ministry and not the sub-
sidiaries. 

1.30 Closely connected with the issue of re-structurinl of Coal Companies 
is the question of re-constitution of Board of CIL and its subsidiaries. The 
Committee fmd that there are certain imbalances and lacunae in the present 
set up. For instance CIL has no nominees on the Board of its own 
subsidiaries, whereas all the CMDs of subsidiaries are on the Board of CIL. 
Secretary, Coal admitted before the Committee that this was Dot a very 
desirable situation. The Committee are apprised that recently Government 
has decided to associate experts in the related fields in the ~ of various 
Coal ·Companies. The Committee are not at all happy with the present 
arrangement and desire that Government should re-constitute the Board of 
Coal Companies urgently taking all related matters into consideration to 
make the Board of Coal Companies more conducive to the emdent 
functioning of coal sector. The Committee strongly feel that apart from 
appointing technical- experts on the Board of Coal Companies, workers! 
representatives should also be appointed on the Board of these Companies 
with equal powers. 



CllAPTER·D 

OBJECl1VES AND OBLIGATIONS 

A. Objectives and Ann~ Action Plan 
2.1 In November, 1970, the Government of India accepted the recom-

mendation of the Administrative Reforms Commission that the Govern-
ment' in consultation with the Public Undertakings should make a 
comprehensive and clear statement of objectives and obligations. Subse-
quently' in 1979 the Bureau of Public Enterprises (BPE) issued· instruc-
tions to all Ministries to advise the Public Undertakings under their 
administrative control to frame their micro objectives consistent with the 
broad objectives spelt out in Government Industrial Policy Statement of 
1977. As per these guidelines, nucro-objectives should inter-alia lay down 
the broad panciples for determining the precise financial and economic 
obligations of the public enterprises in matters such as creation of various 
reserves, responsibility of self-financing, the anticipated returns on the 
capital employed and the basis for working out national wage and pricing 
poHcies. As per the clarification of the BPE in 1983, these micro-
objectives are required to be specifically approved by the Administrative 
Ministry. 

2.2 The objectives of CIL were framed in 1976 and laid in parliament 
in 1977; While examining the working of Eastern Coalfields Ltd. the 
Committee on Public Undertakings in their 25th Report (1986-87) and 
43rd Report (1987-88) had noted that the objectives of CIL laid in 
Parliament in 1977 were worded in general terms. The Committe accord-
inJIy recommended that micro-objectives of CIL and' its subsidiaries 
should be reframed in terms of BPE guidelines issued in 1979 and 1983 
and be placed before parliament. In pursuance of the Committee's 
recommendations the micro-objectivea were re-drawn with quantified, 
measurable parameters for each subsidiary- and aggregated for CIL on 
yearly basis and the pme for 1989-90 were placed before' Board of 
Directors of CIL on 23.6.1989 and after the approval these were sent to 
Department of Coal on· 7.7.1989 for approval. CIL also updated the 
micrcM>bjectives for the year 1990-91. 

2.3 During examination of Department of Coal the Coqunittee wanted 
to know as to whether the revised micro-objectives of cit .. , for the yean 
1989-90 and 1990-91 had been approved by the Ministry. »"partment of 
Coal replied in a written note as foUow:-

''De inicro-obJeciive. of ciL and ita lubtiC:liaMa for· the yw 1990-91 
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have been received ~om elL for placing the ~e on the table o~ 
both Houses of Parliament and are ~ing placed on the Tables of Lot 
SabhalRajya Sabha." 

2.4 Besides micro-objectives which are being framed 'bn annual basis, an 
Annual Action Plan for elL and for each of its subsidiaries incorporating 
quantified tar«ets for various -items is drawn up and approved by the 
Ministry of Energy in consultation with Planning Commission. The targets 
incorporated in -the Annual Action Plan inter-alia include various items 
like production (open cast & underground), output per man shift (OMS), 
overburden removal, cost of _ production, sales realisation, exploration, 
submission of new projects etc. 

2.5 The Committee pointed out that presently annual targets for 
important functions of elL and its subsidiaries were given both in micro-
objectives as weU as in Annual Action Plan and wanted to know as 
to whether there was any major difference between 'the two. Department 
of Coal stated in a written reply as follows:- -

"The major difference between the Annual Action Plan and 
the micro-objectives is that the Annual' Action Plan is a very detailed 
document in 2 volumes giving targets of important parameters on a 
monthly I quarterly basis whereas the micro-objectives are very con-
cise in the form of statements (about 7 pages) giving the annual 
targets of most important parameters on an annual basis~ The annual 
targets are the same in both." 

2.6 When suggested by the Committee that it would be better to frame 
micro-objectives for a longer period instead of doing it on annual basis, the 
Department of Coal stated: 

"The micro-objectives could be framed for a longer period a10ngwith 
MOU after gaining e~rience wit~ the operation of annual MOU." 

B. Memorandum of Understanding (MOU) 
2.7 On the 19th May~ 1989 for the first time, elL signed a MOU with 

the Government of India (Department of Coal), relating to performance of 
CIL and its subsidiaries during the year 1989-90. Second MOU for the year 
1990-91 was signed by Department of Coal and, elL on 28th July, 1990. 
The MOU inter-alia stipul-te performance obligations of elL in the field 
of exploration, 'production of Coal, productivity, ,internal generation of 
funds by elL, ~rform~ce ~dicators to evaluate the .perf0rman~ o~ elL 
etc. It also prOVIdes obligations of the Government like ~ordlDg tunely 
approval to coal projects, providing budgetory support. to extend help in 
recovery of outstandina dues etc. MOU also provides certain autonomy to 
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CIL to discharge its functions efficiently. The performance indicators 
provide basis for performance -rating in the form of excellent, good, . 
average, poor, very poor. 

2.8 The following table shows the actual performance rating in respect of 
MOU for the years 1989-90 and 1990-91:-

Performance Indicator Actual Rating 

1989-90 1990-91 
(April 90 to 
Dec. 90) 

•• Physkal 

(a) Raw Coal Production 
(i) Underground V. Poor V. Poor 

(ii) Open Cast Excellent Average 
(b) Out put perman shift 

(i) Underground Poor V. Poor 
(ii) Open Cast Excellent Between 

Excellent & 
Good 

(c) Over burden removal Between Average-
Good & 
Excellent 

D. FiDandaI 

(a) Raw coal production cost Excellent V. Poor 
(b) Sales realisation Between V. Poor 

Average & 
Good 

(c) Gross margin Excellent V. Poor 
(d) Loan &. interest payment Excellent V. Poor 
(e) Reduction in outstanding dues V. Poor Excellent 

m. Project~t 

(a) Detailed exploration Excellent V. Poor 
(b) Submission to Govt. of RCE I RPR Excellent Between 

Good &. 
Average 

(c) Submission to Govt. of new proposals Excellent Average 
(d) Delays in ongoing Project Excellent Excellent 

Overall Performance Good Between 
Average & 
Poor 

2.9 The Committee wanted to know the views of CIL in regard to 
usefulness of MOU. Chairman, CIL stated during evidence as follows:-

uThe current MOU, in the form of an extension of the An~ual 
Action Plan which in any case we have been committing ourselves to 
the Government after discussion with the Planning Commission every 
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year. They have no doubt given certain fringe benefits to this MOU 
companies, which may not directly reflect on the efficiency of the 
undertaking. The main thing is that the administrative Ministry which 
is signing the MOU is not in a position to give any undertaking or 
guarantee because various other Departments and Ministries are 
involved. Secondly, MOU is for one year only. I personally feel that 
the present form of MOU is not conducive to the purpose for which 
it \\las introdueed.When' yoU' go into evaluation of the performance 
company-wise, there are a lot of things to be looked into. The MOU 
should He normalfy for a period of three to five years. It cannot be 
judged in one year. There have been some seminars in this 
connection, in which we were asked to express our views. We 
expressed our views and we hope that things would improve. They 
are trying to give more powers." 

2.10 Explaining it further, CIL stated in a written note as follows: 
"In case of MOU between Department of Coal and CIL, Administra-
tive Ministry is unable to give firm commitments _on inputs like 
power, land acquisition, availability of wagons etc. These are inputs 
which are essential for achievement of production, productivity and 
other targets fixed on MOU for which firm commitments have been 
given by CIL. Certain areas like periodic revision of Coal prices as 
per lJICP recommendations discontinuing of coal supply to the 
defaulting customers needs the attention of the Government and 
requires to be spelt out in the MOU." 

2.11 CIL also informed the Committee' that 'in the French System 
(where the idea of MOU was originally mooted) MOU is generally signed 
for a period of 5 years'. 

2.12 During examination of the Department of Coal the Committee 
wanted to know the views of the Government on the usefulness of MOU 
as well as reaction to the comments made by CIL in this regard. 
Department of Coal submitted in a written note as follows: 

"The Government of India have adopted the instrumentally of 
Memorandum of Understanding between the Government and <;ent-
ral Public Enterprises to improve their working. Essentially it is a 
contract which outlines the mutual obligations of two parties. 
2. In 1985, the Arjun Sengupta Committee recommended the 
adoption of MOU, and the need to keep "arms length" distance 
between the Government and the PSU. 
3. Initially, no weights were assigned to the various performance 
indicators. There was also no possibility to rate and ran~ the PSUs 
while evaluating their performance. From 1989-90 onwards, the 
evaluation system has been improved after studying both French and 
South Korean Experience. The Bureau of Public Enterprises has 
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issued detailed guidelines on the formulation of MOU. The Depart-
ment of Coal has followed these guidelines. 
4. Thus the new set up provides for an independent evaluation of 
MOU. The criticism that MOUs tend to become unilateral prescrip-
tions -by the Government Department is obviated. 
5. On the financial side, CIL is encouraged to rely more and more on 
internal resources and external borrowings and less on budgetary 
support. 
6. Th("se two measures are designed to give enough freedom of action 
to the PSU to pursue its Corpora!~ objectives consistent with the 
prescribed social obligations. 
7. The performance of CIL is being reviewed with reference ~to the 
targets assigned to CIL against the various performance indicators. 
8. The instrument of MOU as a method of ensuring both accountabil· 
ity and autonomy for the public sector undertalqllgs is relatively 
recent phenomenon in India. At present there is a High Power 
Committee supervising the MOU process in the public sector under-
takings and the Cabinet Secretary is the Chairman of High Power 
Committee. This High Power Committee has constituted an adhoc 
Task Force to assist the high Power Committee for examining the 
previous year's MOU. The adhoc Task Force has divided itself into 
syndicates who have been assigned the job of examining the draft 
MOU of a few public sector undertakings. The MOU experiment is 
in its nascent stage and is being continuously eValuated for producing 
better results in ensuring efficicmcy of the public sector. The idea of 
delegating additional powers under MOU to CIL on a year to yea; 
basis is to continuously evaluate and monitor the system and also to 
find ways and means to improve its efficacy. 
9. Moreover, the MOU does not give merely additional powers to 
Coal India Limited but also lays down the obligations of the 
Company to achieve certain corporate objectives. Therefore, it is a 
continuous process of evaluation on an annual basis of the accounta-
bility of the Company to achieve corporate goals vis-a-vis its 
autonomy. Therefore, the MOU on a year to year basis, is desirable 
for the present till such time as the results of this experiment 
crystalise and lead to some reliable conclusions. 
10. The limitations mentioned by CIL i.e. the Department of Coal 
does not have the authority to commit itself in various areas, like 
supply of power, wagons, land etc. which are under the administra-
tive control of other Ministries and State Governments once again 
emphasise the need to build up a system of co-ordination. The 
Ministry of Programme Implementation has taken up this task. 
10(a) At the moment because of the limitations mentioned above 
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and the time taken to build up a system, the MOD is now for a 
period of one year. The Annual Action Plan and the micro objectives 
flow from the objectives defined and accepted in MOD." 

2.13 The Committee find that for the first time a Memorandum of 
Understanding (MOU) was signed between the Deptt. of Coal and Coal 
India Ltd. for the year 1989-90. Subsequently a sinillar MOU was signed 
for the year 1990-91. However, there are diverging views of the CIL and 
Department of Coal in regard to its usefulness. The Committee was 
informed during the evidence by Chairman, CIL that the current MOU was 
in the form of an extension of Annual Action Plan, which the Deptt. of Coal 
llnalise every year in consultation" with Planning Commission. He also stated 
that while CIL could commit for certain obligations, the administrative 
Ministry was not in a position to commit itself in certain areas like supply of 
power, avaiiabUity of wagons, lands etc. Besides, he pleaded that like other 
countries, MOU should be signed for a period of 3 to S years. While 
admitting certain limitations, the Department of Coal stated that the 
concept of MOU was new and the idea of delegating additional powers to 
CIL under MOU on year to year basis was to continuously evaluate and 
monitor the system and to rmd ways and means to improve its efficacy. 
However, the problems regarding availability of power and wagons etc. 
were being solved by coordinating with the concerned agencies. As the 
annual targets etc. are given in Annual Action Plan, which is finalised in 
cimsultation with Planning Commission annually the Committee recommend 
that MOU should be signed at least for a period of S years. This win also 
ensure more autonomy to the holding company. Further the suggestion of 
elL to include price revision and discontinuation of supply of coal to 
defaulting customers within the ambit of MoU needs consideration by the 
Govt. 

2.14 The Committee rmd that besides MOU and Annual Action Plan, 
annual targets are also given in micro-objectives which are also being 
framed on annual basis for the last two years. In this regard the Committee 
have been infol'llJed by the Department of Coal that micro-objectives could 
be framed for a longer period a10ngwith MOU after gaining experience with 
the operation of annual MOU. The Committee rmd that guidelines issued by 
BPE in 1979 and 1983 under which micro-objectives of the undertakings are 
being framed, do not provide for framing of micro-objectives on annual 
basis. The Committee accordingly recommend that micro-objectives of CIL 
and its subsidiaries should be framed for a longer period instead of annual 
basis. 

2.15 The Committee regret to note that the MOD between the Govern-
.ment and the CIL is not being signed well before the beginning of tbe 
financial year. For instance MOU for the year 1989-90 was signed on 19th 
May, 1989 i.e. after the financial year had begun. Again the MOU for the 
year 1990-91 was signed as late as on 28th July, 1990 i.e. about four months 
after the financial year had begun. The Committee deprecate such laxity on 
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tile part 01 the Government as weD as CIL in not signing the MOU in time. 
TIds situation becomes more anomalous in the context of importance 
CUl"l'eRtly being given to the MOU where even the Annual Action Plan and 

I . 

tile micro-obJectives reportedly now from the objectives defined and 
aceepted in MOU. The Committee wonder as to how in the absence of clear 
objeetlves/targets coal companies start their production programmes in the 
bdtIaI months till the finalisation of MOU which also provides basis for 
Aaaual Action Plan and micro-objectives. They., therfore, recommend that 
MOU should be signed weD before the start of the financial year'(s) so that 
tIaere Is a dear direction ahead.. and performance of the coal companies do 
DOt suffer on account of un-specified objectives/targets in the initial months 
~ year. 

1.16 The Committee are unhappy to note that as per perfonr..ance 
ladIe.tors given In MOU, the performance of CIL has not been very good. 
WhIle the overall rating of CIL was good for the year 1989-90, it was 
between average and poor for the first six-months of the year 1990-91. The 
perfOl'llUUlCe has been very poor particularly in production of coal from 
UDderground mines in 1989-90. The position did not improve during the 
year 1990-91 (April 1990-December, 1990). Since under MOU, undertakings 
Ret more powers and autonomy, it becomes aU the more essential to achieve 
the various targets set out in the MOU. The Committee, therefore, desire 
that all out efforts should be made to achieve the targets so that the overaU 
performance rating of CIL becomes very good or exceDent as against the 
present trend of good or between average and poor. 

1.17 The Committee find that presently Memorandum of Understanding 
.. siped between the Government and Coal India Limited. The Committee 
desire that MOU should also be signed between the management and the 
workers so that clear targets of production and productivity are made 
available to the workers. 



CBAPl'ER·m 

PROJECf PLANNING AND IMPLEMENTATION 

A. Capital Investment 

3.1. Since nationalisation of coal mines in 1973 and upto March, 1990, 
Coal India Ltd. and its subsidiary companies have invested about Rs. 9621 
crores in coal projects. The Plan-wise investment in coal companies is 
given below:"-

Plan 

5th Five Year Plan (1974-75) 
6th Five Year Plan (1980-85) 
7th Five Year Plan (1985-90) 

Investment (Rs. in crores) 

Total: 

832.00 
3258.54 
5530.65 

9612.19 

For the 8th Five Year Plan the following investment is proposed by the 
coal companies:-

(i) Coal Projects 

(ii) Existing Mines and non-coal 
Projects 

(Rs. in crores) 

7252.52 

3246.55 

10499.07 

3.2 During· examination of Department of Coal the Committee wanted 
to know as to how the Department propose to meet the necessary funds 
during the 8th Five Year Plan. The Department of Coal replied in a note 
as follows:-

"This Department has proposed that his outlay may be met by the 
following:-

Net Internal Resources 
Old Debt realisation I additional 
Resources Mobilisation 

21 

Rs. 141.79 crores 
Rs. 3292.00 crores 



Foreign Credit/Loan 
Bonds 
Sub-Total 
Budgetary support 
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Rs. 821.30 crores 
Rs. 2000.00 crores 
Rs. 6255.09 crores 
Rs. 4243.98 crores 

Out of the proposed budgetary support of Rs. 4243.98 crores, 
Rs. 540.43 crores of foreign credit/loan is likely to be available to the 
Government during Eighth Plan. 

The Eighth Five Year Plan is, however, yet to be finalised by ~ the 
Plannng Commission." 

3.3 When enquired as to whether the Government had fixed some 
priorities in view of the resources ('.ottstraints, Secretary, Department of 
Coal stated during evidence: 

"In spite of the fact that we are going to produce 213 million 
tonnes, we are still short of coking coal. Our imports of coking coal 
are increasing every year. We have accorded the highest priority to 
the coking coal projects. We have identified a very large number of 
coking coal projects and we have set up a committee to monitor. The 
clearance of this coking coal projects is done on a month to month 
basis. The second priority is for those projects which are linked to 
power stations. The third priority is for those projects which are 
required for some vital industries like cement or sponge iron; Over a 
period of time production in under-ground mine has gone down and 
the production on the open cast mine has increased. Now the 
production of underground mine is only one-third of our total 
production and this ratio is going to increase. We take notice of 
quality of coal 'Yhich is produced in the underground mine which is 
much better than that of the open cast mines. We are going in a big 
way since it is highly mechanised. This has considerably affected 
adversely our credibility as far as consumers are concerned. Our 
fourth priority is for the coal required for the general industrial 
purpose. There are certain coal deposits available only in certain 
parts of the country and with the result consumers in other parts of 
the country like the power houses in the Western V.P. etc., are not 
getting their full quota of coal. We will take up those projects from 
where we can easily supply coal. This is broadly our perspective. 
These are the prioritisation that we have done in our plan. 

B. Cost and Time over-run in the Projects (Completed/under-comple-
tion) during th .. last 5 years (1984-85 to 1989-90) 
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3.4 The following table shows the number of major projects (costing 
over Rs. 20 crores each) which were sanctioned/completed or under-
completion during the years 1984-85 to 1989-90:-

ECL BCCL CCL NCL WCL SECL 

Sanctioned during 
1984-85 to 1989-90 9 2 3 4 3 
Completed during 
1984-85 to 1989-90 2 3 3 4 8 
Sanctioned before 
1984-85 and under 
construction during 
1984-85 to 1989-90 3 6 2 2 4 5 

12 8 7 8 12 16 
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3.6 From the project-wise details it is noticed that there have been huge 
cost and tinle over-runs in many projects. The project cost and time 
schedules were revised in most of the projects. In some cases even scope of 
projects was changed subsequently. 

3.7 Due to delay in completion of the projects in time there has been 
loss of production as indicated below:-

Name of Subsidiary PR Production Actual Production Shortfall in production 
Company schedule in MT for in MT for the in VII Plan period due 

the period 1985-86 period 1985-86 to to delay in commission-
to 1989-90 1989-90 ing of projects. 

(MT) 
. 

ECL to.50 1.62 8.88 
BCCL 44.35 10.80 35.55 
CCL 39.13 36.72 2.41 
NCL 84.05 66.29 17.76 
WCL 17.25 15.97 1.28 
SECL 3.17 19.57 13.60 

CIL 228.45 150.97 77.48 

3.8 The Committee pointed out that there have been huge cost and time 
over-runs in the coal projects completed by the coal companies. Asked 
about the reasons for it, Chairman, CIL replied as follows:-

"The first reason is land. Emotional and sentimental factors are 
attached to it more than the money we pay for it as compensation. 
Then there had been a pressure for the employment (from land 
evictees). There is also delay on account of emotional point from 
local youth, due to obstruction etc. The third main reason has been 
the equipment supplied, particularly by the indigenous public sector 
manufa(..1urers. " 

3.9 The Committee enquired from the Deptt. of Coal as to whether they 
had analysed the re'asons for cost and time over-runs in the coal projects 
and whether the reasons were justifiable. Department of Coal stated in a 
written reply as follows:-

"It is obligatory for the Ministry to analyse the reaso"ns for cost and 
time over-run at the time of approaching the Government for 
approval of Revised Cost Estimates for projects. In the past years, it 
has been observed that time and cost over-runs mainly have taken 
place due to delays in forestry clearance, and acquisition, delay in 
equipment supply and sometimes project reports prepared earlier 
requiring modifications in terms of latest knowledge of geology and/ 
or mining method. There have also been cases where the geology of 
the block/coal seams have turned out to be more difficult than what 
was visualised in the original project report. Cost over-runs also occur 
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due to the factor of escalation because of long gestation period of 6 
to 12 years in coal projects and there is no in built provision in the 
project reports to take care of this factor." 

(The main reasons are discussed in the succeeding paragraph) 

C. Problems In Land Acquisition 

(i) Procedural Difficulties 

3.10 The main reason for delay in timely completion of coal 
projects is stated to be .due to problems in land acquisition. At 
present for coal projects, land is acquired under the provision of the 
following Acts: 

(i) Land Acquisition Act, 1894 (LA) 
(Administered by State Government) 

(ii) Coal Bearing Areas Act, 1957 (CBA) 

(iii) Forest Conservation Act, 1980 (FCA). 

CIL brought out in a note that several difficulties were being faced by 
the Coal Companies under the provisions of the above Acts. In this 
connection CIL informed the Committee in a note that the physical 
possession of land and rehabilitation of land losers had become the most 
critical area in the timely and successful implementation of Coal Projects. 
This problem was beyond control of the management. 

3.11 Asked about the impact of the problems in land acquisition under 
the above Acts on the coal projects undertaken during the last 5 years, 
CIL replied in a note that 17 projects got delayed on account of delay in 
land acquisition. The delay ranged from 1 year to 8 years. As regards the 
cumulative effect of the problem CIL stated that so far following projects 
had been affected by delay in acquisition of land. 

Category 

Projects withdrawn as land could 
not be resolved. 
Projects which could not be 
started. 
Projects which are affected due 
to land. 

No. of 
Projects 

2 

4 

56 

Capital 
outlay 

(Rs. crores) 

65.11 

289.49 

3357.69 

3.12 To overcome the problems in land acquisition CIL had proposed 
certain amendments in Coal Bearing Act 1957 in June, 1988. On being 
asked by the Committee as to what extent the problems relating to land 
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acquisition would be removed after carrying out the proposed amendments 
m CBA 4\ct, CIL in a written note stated as follows: 

"If the proposed amendments are accepted in totality, following 
advantages would accrue : 
i) With provision for increased amount of compensation for land by 
providing for solatium and escalation amounts under CBA Act will 
make land acquisition under this Act at par with provisions under LA 
Act. 
ii) It will become possible to acquire surface rights over the lands the 
coal company has underground right. 
iii) Acquisition of land for infra-structural development, i.e. for non-
mining use will be possible under CBA Act. 
iv) Acquisition of any premises where allied mining activities like any 
process ancillary to getting, dressing, preparation for sale of coal etc. 
is carried out will be possible under CBA Act. 
v) Provision of payment of compensation for Government land, will 
enable acquisition of Government land under CBA Act. 
With out these proposed amendments to CBA Act, lands covered 
under categories (ii) to (v) above will have to be acquired through 
acquisition under L.A. Act which is long drawn process." 

3.13 Enquired about the latest position in regard to the proposed 
amendments, elL replied in a written note as follows : 

"The proposed amendments are under scrutiny of the Ministry 
of Law. Written clarifications were sought by Ministry of Law 
through Deptt. of Coal on 15th October, 1990 and the replies to the 
observation made by law have been sent to Department of Coal on 
19.11.1990." 

(ii) Agitation by Local Youths and Rehabilitation Programmes. 
3.14 Besides delay in acquisition of land due to procedural delays, 

under various Acts, agitation/ disruption of work by local youths in 
the acquired areas for coal mines has also caused delay in completion 
of certain coal projects in time. During the course of evidence of the 
representatives of CIL the Committee wanted to know the steps 
taken by Coal Companies to satisfy the youth by rehabilitating 
the persons evicted from the acquired areas partieularly the tribals. 
Chairman, CIL stated as follows: 
"I have been rather paying special attention to this particular point. 
It is not my satisfaction that I am employing 1,80,000 tribals. As the 
principal employer, I am fully aware that their contribution to the 
growth of coal industry is something significant. It is this 25% of the 
people who are not only working very hard but they are innocent, 
they are simple, they are hard-working, they are committed to their 
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work. It is no longer true that we just pay compensation or give 
employment and keep quiet. What we are doing now is that apart 
from giving compensation, we are also trying to compensate his 
earning capacity. For every acre of land that we ar! acquiring, we 
are compensating him for the loss of the earning capacity. He 
continues to get Rs. 300 per acre plus Rs. 100. i.e. Rs. 400. 
The second thing that we are doing is about the rehabilitation. This 
is a new concept, we have started doing it for the last 10 years. In 
Singrauli and Korba we have model rehabilitation villages where we 
try to re-create their own environment plus other facilities. 
The third important th1ng that I have done is that I am providing 
training facilities to the tribal boys. In Singrauli we have started, in 
Bihar also we are doing it and then training them in various trades as 
we are doing in our ITIs. We have our own training instimte." 
He further added : 
"Every day I need around 10000 trucks to carry my sand and coal. 
Today we are going for a tender like a real Government Department 
and a lot of malpractices creep in. I have offered these trucks to all 
these tribal boys. If four of the tribal people come for a truck, I will 
give it to them. they will own the truck and the work will be 
guaranteed and assured and we shall give bank guarantee for 
repayment so that they can have one or two or three trucks. It is just 
catching up." 

3.15 On being pointed out by the Committee that still there were 
rehabilitation problems in certain areas, the witness stated : 

"I am not claiming that we have completely handled the probl~ms 
of tribal rehabilitation. I am only saying that these are the schemes 
........ So far as the village is concerned in Korba the World Bank 
representatives have gone and appreciated." 

3.16 In reply to a further query about finding solution to the rehabilita-
tion problems, Chairman, CIL informed the Committee as follows : 

"Land acquisition has been a problem affecting not only the eastern 
area but it is there all over the country. The recent package-Sonepur 
Bazari package of rehabilitation has found its acceptability with aF 
concerned. Though it has taken quite some time, now all over by ~Hj 
large and the State Governments and all the affected peopie are 
accepting it, I hope that that problem will not plag'.'e us in future." 

Elaborating it further, the witness stated : 
"This package has been prepared after elaborate discussions w~re all plus 
and minus points have been :taken into consideration ........... This time in 
my opinion it will be a success because it has been put to test, people have 
gone there and they have accepted it. We are offering this formula in other 
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areas also. As a matter of fact the Karnataka Government, afte'r reading it 
in the newspaper, have asked for the details about the Sonepur project. It 
is known by everybody." 

Explaining the salient features of the Sonepur Bazari Rehabilitation 
package, CIL stated in a note :-
"The Rehabilitation package for land losers as finalised by Govern-
ment of India envisage the following : 
i) To the extent new employment opportunities get created in the 

project in unskilled and semi-skilled categories, these will be 
reserved entirely for the land oustee families. 

ii) Suitable vocational training facility would be provided to the land 
losers to upgrade their skills for employment in other categories of 
jobs in the project, on a preferential basis. 

iii) Alternative house site with suitable infrast.ructure will be provided 
to all evictee families. Each evictee family would be paid shifting 
allowance upto Rs. 2000/- and lumpsum grant of Rs. 5000/-
towards housing. 

iv) Cash compensation for the land to be acquired will be deposited 
with the district administration in advance so that there is no 
delay in payment of compensation to the land owning displaced 
families. 

v) Families which are not beneficiaries of employment for one of 
their member, would be paid subsistence allowance for 20 years at 
the following rates : 

a) To families losing land upto At the rate of Rs. 300/- per 
one acre month plus an ex-gratia amount 

of Rs. 100/- per month per 
family. 

b) Families losing above Rs. 300/- per month per acre 
one acre subject to a maximum of 

Rs. 1000/- per month plus an 
ex-gratia amount of Rs. 100/-
per month per family. 

The amount of subsistence allowance at the rates stated above would 
be capitalised on a 20 year basis and placed at the disposal of the 
concerned State Government for disbursement to the land losers." 

3.17 During evidence the Committee pointed out that during the last 5 
years as many as 17 coal projects suffered slippages on account of land 
acquisition problems and wanted to know the steps taken / proposed to 
be taken to solve the problem. The Secretary, Depanment of Coal stated 
as follows: 

"Sir, basically the coal projects are by and large location specific. The 
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sites cannot be changed. You have to get a particular land for 
implementing a coal project. Availability of land becomes a very 
crucial factor as far as implementation of a coal project is concerned. 
Now, there are two or three major issues, which are involved in 
obtaining the possession of land. One is the acquisition of land. The 
second is the rehabilitation of the people who were affected by the 
land acquisition. The third is that if there is any forest area on that 
land, then under the Forest Conservation Act, permission has to be 
taken. The fourth dimension is that the overall environment of that 
area has to be taken note of and certain measures have to be 
projected and implemented for protection of the environment of that 
area. Now, what we are doing is that we are giving clearance to a 
project in two stages. In the first stage, we are taking all the 
preparatory actions--action for land acquisition, preparing schemes 
for rehabilitation of the people who have been affected because of 
the land acquisition. We interact with them and find out as to how 
they can be resettled. Also the preparation of Environment Manage-
ment Plan, making applications for forest clearance. Also these issues 
are being sorted out in the first stage. We sanction upto an amount of 
Rs.I0 crores for taking all these preparatory actions. We have also 
institutionalised some of these arrangements by evolvi~g a new 
package for rehabilitation of the land oustees. This package was 
evol~ed very recently in the case of Sonepur Bazari project and this 
has been made applicable to all the coal projects in the country. We 
have prepared a note on the basis of this project for the consideration 
of the Cabinet. The note is very much before the Government. It 
is much more specific and much more liberal package than the 
Sonepur Bazari project. We have modelled this package on the basis 
of the Narmada package, which is being given in Gujarat and 
Madhya Pradesh. So, it would be possible for us to get over this 
problem." 

3.18 As regards the follow-up action and co-ordination with State 
Governments for land acquisition, the witness stated: 

"After the sanction of the Advance Action Plan, we monitor as to 
what is the progress in regard to all these issues at the level of 
the Company, at the level of the Coal India and at the level of the 
Government. We get regular reports. We also take up the matter at 
the level of the Chief Secretary. The minister takes up the matter at 
the level of the Chief Ministers. We are constantly interactulg with 
the State Governments relating to all these issues." 

3.19 The Committee further enquired as to whether coal companies 
undertake community development schemes like supply of drinking water, 
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electricity, construction of roads, medical facilities etc. in the coal mining 
areas. Department of Coal replied in a note as follows :-

"The integrated Annual Plans for Welfare include Community 
Development Programme. Companies have approved norms and 
budget for community development which also embraces Govern-
ment's 2O-Point Programme. Areas select the need-based projects and 
on their recommendations the proposals are screened at the Apex 
Le,'el and financial saction given within the available resources. 
The programine is implemented by the Areas. Community Develop-
ment Programme generally include following 'types of Projects : 
Well Sinking, 
Village tank re-excavation, 
bus stand (Rest shade) construction, 
Village link roads construction, 
Community centre construction etc." 

iii) Environment clearance 
3.20 Besides problems in land acquisition certain coal projects have been 

delayed due to delay in getting environment clearance. Asked about the 
steps taken to expedite environment clearance, CIL replied in note as 
follows: 

"Oearance of EMP is a pre requisite for sanction of a coal project. 
At present, EMP is processed concurrently with the project report. 
Environmental and concurrent forestry clearance have to be taken, 
failing which either of the clearance lapses. 
After finalising a coal project, activities for land acquisition are taken 
up. From 1982 on wards, to cut down on the time taken for 
sanctioning of a project, advance action proposals are being sanc-
tioned mainly with the purpose of initiating activities and making 
payment towards land acquisition. The Department of Coal vide its 
letter No. 43011122/86-CPA dated 7.6.1990 has initimated that with a 
view to obviate delays in land acquisition especially forest land and 
rehabilitiation of land oustees, all project reports costing Rs. 50 
crores and above will be approved in two stages. The first stage 
would be the approval of an 'Advance Action' proposal upto Rs. 10 
crores and will take up activities pertaining to land like-i) surveys for 
various types of land, including forest land (il) acquisition of land 
including forest land and payment of compensation to the land 
owners (iii) rehabilitation of land evictees including the cost of 
resettlement colony, and (iv) collection of environmental data and 
preparation of EMPs. In the second stage, the feasibility report of the 
project will be taken up for investment proposal. The time allowed 
for implementing the Advance Action Plan will be 30 months from 
the date of sanction of the Advance Action Plan. Within this period, 
the feasibility report is to be formulated and got approved from the 
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Government. Environmental clearance is also to be obtained during 
this period. At present about 40 Advance Action Schemes are under 
implementsation. " 

D. Delay in Equipment Supply by indigenous suppliers 

3.21 According to CIL another reason for delay. in project implementa-
tion is delay in equipment supply by indigenOus manufacturers. For 
instance in Church a UG, the LWPS equipment was supplied by Jessops 
with a delay of 16 months. In Jayant OCP, 1st, 2nd and 3rd draglines were 
supplied by MI s. HEC with. delays of 22 months, 35 months and 42 
months respectively. In Bina OCP, the 1st and 2nd draglines, also supplied 
by MIs. HEC, were supplied with delays of 42 months -and 57 months 
respectively. 

Asked about the action taken to remove this constraint, Chairman, CIL 
stated during evidence : 

"These public sector manufacturers have entered into collaboration 
with foreign collaborators and the collaboration, perhaps, was defec-
tive because when they enter into collaboration with foreign com-
panies, they do not obtain our techincal clearance. When we have to 
do that work, later on we find that there is delay because of the 
defective contractual obligation between the public sector companies 
and foreign collaborators. We have identified that also. In each case 
where there is a collaborator, we have formed a strategic action 
group consisting of Coal India Limited the concerned public sector 
company and the foreign 1:01laborator. we sit together and meet once 
in two months sometimes earlier than that." 

3.22 During evidence of the representatives of Department of Coal the 
Committee pointed out that as the suppliers were public sector companies. 
the administrative Ministry should have corrdinated with the other con-
cerned Ministries controlling the supplier undertakings and that could have 
avoided much delays in procurement of machines! equipments. Asked 
about the steps taken by the Department of Coal in this direction. 
Secretary Coal stated as follows : 

"As far as the arrangement for inter-action with the suppliers is 
concerned, we have two types of arrangement. One is institutional-
ised arrangement and the other one is the arrangement that we have 
with them on a periodical basis. So far as institutional arrangement is 
concerned, now we have put our senior officers in the Board of 
Management of these companies. Now there is much better cordina .. 
tion than it was earlier'~ Then, we hold periodic meetings with all the 
suppliers. The meeting takes place at any level and the CMOs of 
these companies, Coal India officials are also present." 
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He added: 
"The other thing is regarding certain advances which are to be paid 
~o the suppliers before they can execute our orders. There used to 
be a lot of delay in making payments from our side and their 
supplying machines also. We have decided that 10% advance should 
be given to them along with the placing of order for the machines. 
On a regular basis, we ensure that Whaiever funds are available with 
us are first made available to the public \1ndertakings who supply us 
machines. They have been given first priority in so far as payment 
of dues is concerned. Now our supply position has gradually 
improved. In regard to supply of spares, a large number of depots 
have been opened at our instance by most of the suppliers for 
supplying main equipment. Earlier, the ordering of machines was 
done in sporadic manner. Now we have asked the coal companies to 
project the requirements in advance for example, requirements for 
the next year in advance. Whatever ordering is to be done, we have 
already placed otders with the suppliers. We are making bulk orders 
to these suppliers companies in advance so that they know our 
programme of ordering and on the basis of that they can also 
arrange for their own supplies. This has been resorted to from 1991 
and we can expect that there will be better delivery of equipment b) 
these companies." 

E. Change of scope of Projects 
3.23 During the exantination of CIl the Committee pointed out that in 

case of many projects, the scope of projects was changed or enlarged at 
laters stages. In certain cases technology used in the projects was not 
even found suitable and had to be changed. Asked as to why these 
factors could not be anticipated at the time of pret)aring feasibility 
detailed project reports, CIL replied in a written note as follows: 

''The factors like change in scope of projects, enlarging scope 
at a later date and change of technology could not be antici-
pated in many cases because of the following factors : 
in many cases because of the following factors : 

(i) The limitation of exploration technology for accurately pre-
dicting geo-mining conditions. Even with the most sophisti-
cated exploration technologies small faults, dykes, discon-
tinuities in the strata etc. cannot be predicted. In intensive 
mechanised mining like PSLW, presence of dykes or number 
of small faults create insurmountable problems in making a 
success of the technology and cannot be adopted. 

(ii) Change in demand pattern, 
(ill) With improvement in technology, higher stripping ratio is 

becoming viable. 
(iv) A conscious decision at the time of formulation of the 

project report to implement it in phases. 
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~v) ,Development and commercial application of more viable 
, technology since the formation of the projea report." 

F. Cost escalation due to inflation 
3.24 While elaborating the reasons for cost escalation Chairman, CIL 
stated during evidence before the Committee as follows : 

"We have prepared and submitted a project cost. Subsequently there 
are certain very basic escalations. There are foreign exchange 
variations, variations in excise and other duties. During the period of 
7 years we are not permitted to provide for any escalation. They say 
please provide at the stage of revised cost estimates. During the 
seven years. due to various factors it gets reflected in the project 
cost." 

Explaining it in further CIL stated in note as follows : 
"In element escalation plays a vital role are with the capital cost 
estiJDated on a particular date, i.e. when it is put up for consideration 
of Government. No provision is made for future escalation in the 
capital cost of the project over the period of construction. Coal 
projects have a long gestation period about 6-8 years for an open cast 
project and 10-12 years for an underground project. Even with a 
moderate rate of inflation of 9% during the period of construction. it 
is evident that the capital cost of a coal project. even if it is on 
schedule and the scope of the project is kept the same. will double 
over a period of 8 years." 

3.25 During evidence of the representatives of Department of Coal, the 
Committee wanted to know as to why no provision was made for inflation 
at the time of preparation of cost estimates. particularly in view of the 
fact that coal project take a minimum of 6 to 12 years for completion. The, 
Secretary, Department of Coal stated as follows : 

"The project is formulated on fixed cost basis and cost escalation are 
not built in. We have been pressing with the Planning Commission 
and the Finance Ministry that we should be able to project the cost 
escalation that could take place due to either inflation or in normal 
course due to increase in statutory duties etc. These are some of the 
issues which are already under the consideration of the Government. 
But the Government has its own problems because all these plans are 
prepared on fixed cost basis. There is no escalation clause built into 
the plan. That is why, the Government does not permit automatic 
escalation to the project authorities although World Bank insists on 
escalation clause built into the project. There are some pa~rs under 
consideration of the Secretaries Committee and the Government 
would try to take care of these issues. Two or three 
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meetings have already taken place where these Issue~ have been 
/ 

raised. " 

G. Monitoring System in elL 

3.26 In the context of huge cost and time over runs in several projects 
the Committee wanted to know as to whether CIL management had 
analysed the reasons for cost and time over-runs in all cases and an 
whether the responsibility was fixed on the concerned officers. CIL stated 
lD a written reply as follows: 

HReview of cost and time over-run projects have revealed that 
in majority of the cases, the time overrun and cost overrun has been 
due to reasons beyond the control of the management at the .project 
level. However, in few cases it was felt that the local management at 
the project level had not applied themselves to such problems and 
they were transferred out. Examples of such cases are Pootkee 
Balihari Project, Block II, Moonidih, Rajrnahal, Jhanijra etc." 

3.27 When asked about the steps taken to expedite the completion of 
projects while overcoming the problems which were within the control of 
the management, Chairman CIL stated as follows: 

··Some four five years back, this project used to be monitored at 
the project level. We never used to have a continuity in the 
management of the project. Today a man who is nominated as a 
project Manager cannot be shifted. I have to keep the Government 
informed that I am shifting the particular men. Before that every six 
months people used to move about. We could not fix any responsibil-
ity on anybody. We have taken various steps for improvement of 
project implementation. I myself am doing it every month to take up 
review of a project." 

3.28 On being enquired by the Committee as to whether Coal Com-
panies could complete certain projects in time, Chairman, CIL stated: 

"We have got quite a few creditable achievements." 

3.29 The Committee on Public Undertakings (1980-81) had brought out 
that there was cost and time over runs in 7 major projects (costing each 
over Rs. 20 crores). The Committee had also recommended for strengthen-
ing the project planning, monitoring and appraisal systems in coal 
companies. However it came out during the examination that the cost and 
time over-run in these projects increased subsequently. The Committee 
pointed out that inspite of specific recommendations of the Committee on 
Public Undertakings (1980-81) to the effect that the project planning 
monitoring and appraisal· systems should be strengthened, the same 
projects got further delayed resulting in huge cost escalations. Asked about 
the steps taken to strengthen the project implementation system 
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after the Committee's recommendation in (1980-81), CIL stated in a post 
evidence reply as follows:-

"Coal India Limited has brought about significant improvement in 
project planning, appraisal, monitoring and its implementation. 
Presently Project Reports prepared by CMPD IL have been improved 
upon as more and more geological and other data are collected 
before finalisation of the mining technology and other aspects of the 
project. Borehole density for exploration has been brought to the 
level of 10 Boreholes/sq. km. against earlier level of 4 to 8 
Boreholes/sq. km. Hydrogeological studies are made with advanced 
and sophisticated techiliques. Quality of coal is assessed more 
accurately as number of boreholes in exploration has been increased. 
For land acquisition, Advance Action Proposals are being sanctioned 
to avoid delay caused by land acquisition. Alternatives of exploration 
are considered to decide the optimal technology and return. 

Appraisal system has been made vigorous. The draft Project Report 
is discussed by the Planning Committee at the company level where 
representatives from CMPDIL, Directorate General of Mines Safety, 
Railways and all other concerned Agencies are present. The Project 
Report is then finalised. 

Subsequently, the appraisal is done by the respective company 
Boards and a high Powered Committee viz., Empowered sub-
Committee to CIL Board before approval of the project by Compe-
tent Authorities. CIL monitors on a regular basis the progress 
of implementation of the projects. Regular feedback is obtained from 
the subsidiaries from the following reports: 

1. Quarterly Reports: 

Project-wise quarterly progress in respect of physical progress as 
well as headwise expenditures are received from the subsidiaries. 

2. Flash Reports: 

A projectwise, monthly report has been introduced for project 
costing Rs. 100 crores and above for monitoring the construction 
activities of those projects which are being closely monitored by 
Deptt. of Coal as well as Ministry of Programme Implementation. 
The slipping milestones are identified and inte~action with con-
cerned responsibility centres are made to avoid time and cost 
over-run of these milestones. 

3. MIS-IS: 

This monthly report covers the details of all construction ac-
tivities. 
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4. Exception Report: 
This report is brought out every month on exception basis with 
the purpose of critical analysis of the problem areas. 

5. C.H.P.: 
This report gives details in terms of physical, financial and time 
aspects of the activities involved in the CHP construction and 
identified areas which need corrective action. 

6. Railway Siding: 
This report generates the information on railway siding work to 
be taken up, under construction and actions required at different 
levels to expedite the construction activities. When required, 
meetings are held with the Railway Authorities. 

7. Land Acquisition: 
A detailed report indicating the total amount of land required, 
purpose for which it is required and the Act under which the 
acquisition proceedings have been taken up/ are taken is prepared 
every month. The present status of land acquisition and the cases 
which have been held up for a long time are .brought out in the 
report. 

8. Environment: 
This report gives an upto date position of Environmental Man-
agement Plans under execution, under approval and under 
formulation. 

Regular visits are being made by Chairman, CIL Director (Tech.), 
CIL and officers of Project Monitoring Division, CIL for on-tbe-spot 
study of the various activities. During these visits, decisions are taken 
jointly on the actions required to be taken on slipping activities to 
avoid time and cost over-runs. 
Two coal projects costing more than Rs. 100 crores are being 
reviewed at every meeting of the Board of Directors of CIL. On the 
basis of MIS-IS report, bar charts are brought out every month with 
critical analysis of the problem areas for putting up to Board of 
Directors, Chairman and Director (Tech.), CIL. 
For project implementation in the subsidiaries, the following 
organisational structure exists; 
- One Director (projects) has been exclusively posted for the 

purpose in every subsidiary. 
- A Project Monitoring Cell has been established at every Hqrs. 

and is headed by a CGM/GM (projects) who reports to the 
Director (Projects) of the Company. 

- The CGM/GM is assisted by a Multidisciplinary team of officers. 
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- For major projects, a Project Monitoring Cell has been/is beinl 
established at project level. 

Revised Cost Estimates (RCE) are prepared before the actual cost over-
run takes place. Whenever a project spends more than SO% of the capital 
outlay sanctioned, a mandatory review is being done to assess the likely 
cost of the project on completion and action is initiated for preparation of 
the RCE if the anticipated cost is likely to exceed the sanctioned cost. The 
RCE prepared during a year is listed out in the Memorandum of 
Understanding between Coal India Limited and Government. Constant 
Monitoring is done to see tJiat the RCEs are prepared in time. All the 
RCEs prepared are critically examined by the appraisal bodies of CIL and 
Companies. The IMG, PIB & CCEA of Government scrutinise the reason 
for time and cost over-run and only after approval by these Bodies, the 
project is sanctioned by Government." 

3.30 On being further pointed out by the Committee that inspite of 
monitoring of projects at different levels the cost and time over-runs were 
still taking place, Chairman, CIL stated during evidence as follows: 

"It is not fair on my part to say that in the past there was lack 
of implementation. When for the past four years we have brought 
down the deficiency, it shows that deficiency was there. We are in a 
~ntinuous process of improvement and we have adopted the 
computerised monitoring system at various levels on a weekly and 
fortnightly basis. Obiously, earlier the monitoring was being done in 
a very ~rfunctory manner. But today, if there is slippage, the 
Managing Director cannot excuse himself because we have given him 
all -the facilities of monitoring." 

Monitoring System in Ministry 
3.31' During examination of Department of Coal the Committee wanted 

to know the., monitoring system in the Deptt. to review the 
implementation/~ecution of Coal projects. Department of Coal stated in a 
written note as follows: 

"Department of Coal has its own Management Information System 
(MIS-IS) to receive every month, in a prescribed format, Status of 
on-going projects, each costing Rs. 20-00 crores and above. Quarterly 
Monitoring Report (QMR) is also received from coal companies for 
all on-going projects costing Rs. 2.00 crores and abo\'~. Under 'Flash .. ;; 
Report' System of monitoring for projects costing Rs. 100-00 crores 
and above, position regarding achievement of identified milestones is 
received every month. Since it has been found that tbe acquisition of 
land, rehabilitation. of displaced persons and supply of niachlnery by 
indigenous manufactuters are critical for implementation of major 
projects, the Department of Coal have been regularly monitoring 
these aspects for on-going projects costing Rs. 100.00 crores and 

1794 LS-8 
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above. Status of implementation is prepared on the basis of these 
reports for review at the Ministry." 

3.32 The Committee further enquired as to how many review meetings' 
were held by the Department d1lfiag each of the last 3 years to review 
the implementation of the on-goiJll projects. The Department of Coal 
stated in a written note as follows: 

"The progress in execution of projects costing Rs. 100-00 crores 
and above is being monitored every month and that of projects 
costing Rs. 20 crores to Rs. 100-00 crores once in every three 
months. On the basis of these monitoring reports, Status papers are 
prepared which are reviewed regularly in the Department of Coal. 
Besides, review meeting are taken with the officials of coal companies 
in the Department as well as by site visits by Secretary (Coal), 
Adviser (Projects) and other officials of the Department of Coal. 
Such reviews with CIL! subsidiary companies undertaken during last 3 
years are: 

1987-88 
1988-89 
1989-90 

- 6 
- 21 
- 18" 

3.33 Asked about the instructions! directions issued to coal companies 
arising out of these reviews, Department of coal stated in a written note as 
foUows:-

"Generally, instructions on corrective measures had been on 
(i) Expediting establishment of mine entries; 

(ii). P.xpediting construction of Rly. Siding and CHP; 
(iii) follow-up· wit~ the public sector companies fQr· early supply of 

equipments! early ~xecution of turn-key construction; and 
(iv) follow-up with the State Government in expediting pending land 

cases. 
Out of the four issues listed above, it was felt at the Department that 
coal companies require support at the Ministry level on expediting 
land cases and supply of equipmerits. Department of Coal are taking 
up the cases at appropriate inter-ministerial levels for resolving the 
issues. Some of long pending cases were taken to the ~Task Force' on 
land headed by the Cabinet Secretary and rehabilitation package for 
displaced persons to the Committee of Secretaries. Regular meetings 
are undertaken at the Department of Coal and the Officials of Public 
Sector mining equipment manufacturers and their Administrative 
Ministries. " 

3.34 On being pointed out by the Committee that in spite of so many 
reviews how could the Ministry not take timely corrective measures to 
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avoid heavy time & cost over-runs, the Department of Coal replied in a 
note as follows:-

"With the close monitoring of the projects under implementation 
some of the projects listed under 63 number of projects could since 
be completed. These are (i) Moonidih ulg, (ii) Sudamdih u/g, (iii) 
Kathara ~C, (iv) Rajrappa ~C, (v) Jayant D.C., (vi) Bina C.C., 
(vii) Jhingurdeah ~C, (viii) New Majri DC;' (ix) Umrer OC, (x) 
Kusmunda DC, (xi) Gevra DC, (xii) Rajnagar OC and f.xiiij 
Ramnagar u/g. Besides, land acquisition problem in case of.Sonepur 
Bazari DC, Amlohr ~C, Kakri DC, Sasti DC, 'Bharatpur DC & 
Dhanpuri OC could be mitigated to a large extent. Some of the 
projects like Dhemomain ul g, Amritnagar ul g, Rajmahal DC had 
cost revisions due to expansion of the capacities. It is submitted that 
in case of coal projects with long gestation period of 6-12 years, there 
would be some. cases of cost over-runs even if the projects are not 
time over-runs." 

I. Delay in According Government approval 

3.35 As per the guidelines issued by BPE, administrative Ministries are 
required to sanction the project proposals submitted by the Undertakings 
under their administrative control within six m<?nths. As against this the 
following table gives the time taken by Department of Coal in according 
approval to the coal projects which were sanctioned during the last 5 
years: 
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3.36 The Committee pointed out that the Department of Coal had taken 
undue long periods in sanctioning to sanction the coal projects. Asked 
about its reasons, Department of Coal stated in a written note as follows: 

"Every effort is made to sanction projects as early as possible. 
However, since environmental clearance is essen~ial before the 
investment proposal can be taken to PIB/CCEA, the delay in 
approval is invariable on this count .... This problem has been 
deliberated at the level of Committee of Secretaries and a number of 
suggestions to expedite forestry and environment clearance are under 
consideration" . 

3.37 As per the Annual Report of CIL for the year 1989-90, at the end 
of March 1990 as many as 54 coal projects including RCE/RPR were 
pending with Government for approval. Asked about the reasons for not 
according Government approyal to these proiects, Department of Coal 
furnished the following reasons: 

"Break up of these 54 projects (ECL-7. BCCL-7, CCL-18, CIL-1, 
WCL-7, NCL-3, SECL-11) mentioned as pending as on 31.3.90 is 
given below: 

(i) Proposals returned or withdrawn by coal 
company 

(ii) Copies of PR not received 
(iii) Advance action sanctioned • 
(iv) Projects returned for sanctioning under 

delegated powers of CIL 
(v) Proposals sanctioned till 28.2.91 
(vi) Pending at present as on 1.3.91 

Total 

11 

1 
11 
5 

9 
- 17 

- 54 

3~38 Explaining it furthet:,: koretary Development of Coal stated during 
evidence as follows: 

"The pOwers Qf the coal companies have been enhanced. We have 
t:etumed some projects because now. they themselves can take 
decisions. In one case, project report has not been recelved. In five 
cases, projects have been returned because it comes· within the 
competence of Coal India. In nine cases, we have sanctioned the 
projects and in 17 cases, projects are pending with us for oile reason 
or the other. I just want to make one point here. A large number 01 
projects are sent to us. We have taken a decision a few days ago for 
creation of a shelf of projects a~d based on that they will keep on 
sending projects to us" 



46 

He added: 

"Earlier it was found that we used to take investment decisions. But 
we could not provide enough funds. So, the projects used to get 
delayed .... with the result there used to be time and cost over-runs. 
We could not pay OUf supplier, contractor and there was a certain 
amount of indifference in so far as availability of funds is concerned. 
Now. we have taken a d~cision that unless we tie up the funds we 
wit! not sanction these projects. Every year we are providing on an 
escalated basis as. to what will be the requirement of funds, whether 
we should take more projects considering the availability of funds etc. 
That is why some of the projects which are with us are not put up for 
Cabinet's decision . .bec:mISe we don't have the kind of funds ~hich we 
require .. , 

3.39 The (;ommittee note that there has been massive investment in the 
coal industry since its nationalisation in 1973 and upto March, 1990 CIL 
and its subsidiaries have invested Rs. 9621 crores in coal I non-coal projects. 
As against the capital expenditure of Rs •. 5531 crores during 7th Five Year 
Ben (l98S-90), 1be' Plan outlay for capital expenditure during tbe 8th PIar 
period bas been proposed' at Rs. 10499 crores. For this' investment the 
Department of Coal bas indicated certain priorities. In view of the shortage 
of coking coal in tbe country, bigbest priority has been accorded to coking 
coal projects. The Committee also find that at present the ratio of coal 
produced from the underground mines and open cast mines is one-third and 
two-third respectively. Admittedly better quality of coal lies in underground 
mines. In view of this situation the Committee feel that there is urgent need 
to increase the coal production from underground mines. For this, besides, 
coking coal projects~ .priority bas to be accorded to underground projects 
also. 

3.40 Examination of the major coal projects of CIL and its subsidiaries 
by' the Committee which were sanctioned I completed or were under 
construction during the last 5 years (l98S-90) has revealed that there has 
been huge cest escalations as well as time over-ruos. The project cost and 
time schedules were revised in most of the cases. In some cases even scope 
of projects/technology to be used were changed subsequently. Out of the 63 
~jects which were completed I under-completion during this period as . 
many as 38 projects were delayed or expected to be delayed beyond their 
scheduled date of completion and the. delay ranged upto as many as 11 
,years. Besides, one project was uncertained and another project was 
deferred due to fire. Similarly out of the total 63 projects cost escalations 
took place in case of 40 projects. Since tbe detalls or all the projects bave 
been given in the Report (pp. 34-36), the Committee would not like to refer 
to each and every' project. Some of the glaring instances of cost escalation-
are Rajmabar, Jhanjra, Moonidb, Jayant, Amlobri projects where the cost 
escalations were' of tbe order of Rs. 475 crores, Rs. 299 crores, Rs. 165 
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crores, Rs. 260 crores, RI. 206 crores, respectively. Similarly there has been 
delay in completion of the projects to the extent of 9 years to 11 years in 
case of Rajamahal, Moonidh, Sudamadih, North Amlabad and Bina 
projects. These facts present a dismal picture. The enormous cost escalation 
in the coal projects has made the exercise of framing cost estimates a futile 
exercise as revised estimates/actual expenditure have increased several times 
to the original estimates. At this stage the Committee cannot but deplore the 
huge cost and time over-runs qf such magnitude in coal projects. 

3.41 Due to delay in completion of projects, tJesides the. enormous 
increase in capital expenditure, desired production capaCity could not be 
buUt up in time and on this account alone during the last 5 years there has 
been shortfall in production of coal to the extent of 77.48 million tonnes. 
The cost and time over-runs have been attributed mainlv to delay in 
forestry clearance/land acquisition, delay in equipment supply antf 
sometimes project reports prepared earlier requiring modifications in, ~rms 
of latest knowledge of geology or mining method. However, the Committee 
have not been impressed by the explanation of CIL as weD as Department of 
Coal that cost and time over-runs were beyond the control of the 
manageme,t. The very fact that only recently some officers have been 
transferred from certain project on account of their non-performance makes 
the Committee feel that time and cost over-runs are 'mainly on account of 
inert attitude of the management. The Committee desire that m' order to 
make the monitoring system more effective, senior officers should be made 
responsible ~or completion of the projects within the stipulated time which 
in tum will ensure their active involvement in project implementation. 
Needless to emphasise that adequate disciplinary action should be taken 
against the officers found negle4;ting their duties .. 

3.42 The main reason for cost and time over-run in coal project has been 
attributed to the problems in land acquisition. The grave of the problem has 
been so much that so far as many as 56 projects involving a capital outlay _. 
of RI. 3358 crores have suffered on this account. During the last 5 years 
al.,. as many as 17 . projects were .delayed on account of delay in land 
. acquisitiOn. The land for coal projects is acquired under 3 acts viz. Coal 
Bearing Areas Act, 1957, Land ~cquisition Act, 1894 and Forest 
Coaservation Act, 1980. Coal Companies have been facing various problems 
due to procedural delays in land acquisition under these Acts. At the 
instance of CIL a proposal for certain amendments in Coal Bearing Act was 
under consideration of the Government. The Committee are of the opinion 
that all the three Acts should be reviewed and amendments as deemed are 
neCessary to simplify the procedure .for land acquisition for coal projects 
should be carried out expeditiously. In regard to land aquisitieo for coal 
~Jects, the Committee would also urge for a better and close coordination 
between the Central Government, the concerned State Governments and the 
Coal Companies so that coal projects do not suffer due to delay in land 
acquisition. 
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3.43 Besides delay in land acquisition certain projects are reported to 
have got {delayed due to agitation I disruption by local youth lor Jobs and 
rebabiUtation 01 the persons evicted from the land acquired lor the coal 
projects. The Committee are apprised that reeendy a rehabUitation paekqe 
bas been signed with the displaced persons in respect of Sonepur Bazari 
Project and' the same has got acceptability of the concerned State 
Gov~rnments as well as aU affected person. This package a~cording to elL 
and tbe Ministry is more Uberal and has been made applicable to aU coal 
projects in tbe country. The Committee are also informed that the 
Government is considering an improvement over Sonepur Bazan Project 
package on the pattern of Narmada project whieh was appUcable to 
Madhya Pradesh and Gujarat. The Committee hope that with these 
paekages for rehabilitation programmes, the coal companies wiD> get over 
the problems of land acquisition which bas affected many projects in the 
,.t. The Committee would Uke to be apprised 01 the details of the new 
rehabilitation par)age, after it is finalised and approved by the 
Government. 

3.44 Even though CIL has informed that Coal Companies have done 
much for rehabilitation I community. development schemes for land evietees, 
the Committee feel that a lot of work is yet to be done by the' Coal 
Companies in this regard. The recent steps taken by. CIL for imparting 
training to the tribals and giving trucks to tribals to carry out the 
transportation work in Coal Companies are some steps in the right 
direction. The Committee desire that in view of magnitude of the problem 
of human setdement all necessary steps be taken by the Coal Companies to 
rehabilitate the land evictees as most of the person in rural areas do not 
have any other source of income except the agriculture. Further efforts 
should also be made to improve the community facUities like houses, 
sdlools, eleCtricity, drinking water so that fruits of the development also 
reach the deprived citizens particularly the tribals. The Department of Coal 
should also fully involve itself. in the rehabilitation programmes and provide 
necessary help to the Coal Companies. 

3.45 Another factor which has caused delays in respect of certain projects 
is delay in environment clearance. Clearance of Environment Manapment 
Plan (EMP) is pre-requisite for sanction of a coal project and the same is 
now being processed alongwith the project report. To cut down the time in 
getting environment clearance Deparmeat of coal bad asked the coal 
companies. in June 1990 to get the projects (costing over RI. 50 crores) 
.. proved in two stages. The rlrst stage would be the approval of a advance 
Action Plan proposal upto Rs. 10 crores which will be utilised for surveys of 
land, acquisition of land including forest land, rehabUltation of . land 
eYidees, collectiOn of environmental data and prepar"n of EMP's. Coal , , 
companies are required to implement the 'Advance ACtion Plan' witbin 30 
months from tbe date of its approval. Within this period Coal ComPfUlles 

~ 

are also required to prepare and seek. aDl»rovai of feasibUity 
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reports alongwith environment clearance. About 40 Advance Action 
Schemes were reportedly under implemention by the coal companies. The 
Committee would like the coal companies to implement aD the Advance 
Acti9n Plans within stipulated time so that the concerned projects are taken 
up for implementation in time. 

3.46 Yet another factor which has delayed the implementation of coal 
projects is stated to be due to delay in equipment supply Ib' indigenous 
manufactures and that too by the public sector undertakings lite Jessop Co. 
and Heavy Engineering Corporation. These companies delayed the supply of 
required equipment to the e~tent of 16 to 57 months pm-ticularly in 
Churcha, Jayant and Bina Coal Projects. It appears to the Committee tbat 
CIL as well as Department of Coal did not have better coordination witb 
the concerned authorities at the appropriate level. Chairman CIL informed 
the Committee that in the past tbe supplies were having faulty foreign 
collaborations and now the coal companies were being consulted at the time 
of foreign collaboration agreements and regular meetings were conducted 
ensure timely supply of equipment etc. The Committee were also informed 
by the Coal Secretary that to ensure better coordination with tbe supplier 
undertakings senior officers of the Department of Coal had been appointed 
on the Board of these companies. Secretary was also can did in his 
admission that in the past there bad been delays in payments to tbe supplier 
undertakings. To obviate this, the Coal Companies bave been asked to pay 
advance payment so tbat supplier undertakings do not suff'er on account of 
fmancial constraints. Besides, witbin the available funds, priority of 
payment bas been accorded to these companies. The coal companies have 
also been asked to place orders of machinery equipments in advance so tha~ 
suppliers also make their production plans accordingly. Tbese steps are 
stated to have been resorted to from 1991 onwards only. The Committee 
trust that with these steps the position of equipment supply will improve. In 
case of any difficulty coal companies should not hesitate in seeking help 
from the administrative Ministry in this regard. The Committee also desire 
that as far as possible cool companies should place order for procuring 
various equipments/machines from the public sector undertakings like 
Mining & Allied Machine Corporation; Jessop & Co. and Heavy 
Engineering Corporation which have large infrastructure and capabilities to 
manufacture the mining equipments/machines. 

3.47 The Committee also fmd that in case of certain projects l~e scope of 
projects was cbanged or enlarged at later stages. In cerL. ·.~ther cases 
technology used in the projects was not found suitable and~ had to be 
cbanged subsequently. In this connection CIL informed the COI'mittee that 
this happened due to difficult geo-mining conditions, change ~ in demand 
pattern and availability of advanced technology at later stages; In view of 
having separate subsidiary company viz. CMPDIL, whicb is engAged mainly 
in research and planning work, the Committee feel tbat such things could 
be anticipated. The Committee once again emphasise the need for putting 

1794 LS--9 
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..... efforts to ascertain the actual geo-mining conditioDS at the time of 
preparation offeaslbWty project reports so that the projects do not suffer at 
later stages. 

3.48 While explainiag the reason or cost over-run in coal projects 
Cbairman. CIL informed the Committee that at present there was no 
prol'lSion for iallation at the time of preparation / approval 01 projects. Since 
tile Coal projects take around 6-8 years in case of open cast mines and 
18-12 yean for .. underground mines for completion, the capital cost 
betomes double even if the coal project is completed as per schedule and the 
ICOpe 01 project rem-iDS the same. Agreeing to the view expressed by 
Cbairman, CR., Ceal Secretary ~ that projects were being formulated 
OIl Ibed cost and cost estalation was not buUt in. The committee feel that by 
DOt providing any escalation in the project cost, the same are to be revised 
frequeacy and require approval from various agendes of tbe Government 
which in tum requires duplication of efforts for revising/ updating / 
modification 01 projects reports and may further delay the completion of 
tile projects. The Committee accordingly recommend that Government 
should aUow some provision for inflation at the time of fina'isation / approval 
01 the projects to make the cost estimates more realistic. They further 
recommend that tbe Government should examine the feasibUity of 
IDtrodudng inflation accounting in public sector undertakings. 

3.49 The Committee on Public Undertakings in their earHer Reports on 
Coal India Limited (1980-81) and Eastern Coalfields Limited (1986-87) had 
pointed out several deficiencies in project fOrqluiation and monitoring 
system in coal companies as well as in Department of Coal. The Committee 
now fmd that the Coal Companies have brought out signif'lC8Dt 
Improvement in project planninl, appraisal, monitoring aad 
iDIpIemeatation. Similarly Department of Coal is DOW reviewing projects 
replarIy and it took as many as 21 and 18 review meetings for ongoing 
projects during the years 1988-89 and 1989-90 respectively. With the close 
IDOIIitoring of projects out of 63 ongoing projects, 13 projects have since 
beeD completed. The Committee once again emphasise the need to monitor 
tile projects on regular basis for their tbnely completion so that cost and 
time over-runs could be avoided in the implementation of the coal projects. 

3.50 The Committee are distressed to note, that Government take undue 
Ioq period in according approval to the coal projects. As against tb~' norm 
016 months period in according approval, Government took 6-12 months in 
14 projects, 1l-14 months in 36 projects and more than 14 months iR case 
of n projects. According to the Department of Coal the maiD reason for 
delay in according Government approval has been due to delay in 
enIroDment deanmce by tile Ministry of Environment. Department of Coal 
.... now informed that to overcome this problem the Government is 
II8IIdioDIDa projects in two Itages. In first stage approval is given for 
advaace adion plan which covers the environment dearance, land 
Kquilition, rehabilitation p~ etc. The second stage covers the 
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teaslbility / project reports. In this connection Coal Secretary also iDformed 
the Committee that by giving powen to CIL to sanetIoD projeetl cwtInl 
upto Rs. SO crores, certain project proposals have since been returned to 
CIL. The Government bas also decided to sanctiOD only thole projects tor 
wblch necessary funds are available. Besides, recently Govenunent bas 
Introduced a system to process the project proposals on regular besis. With 
these steps, the Committee hope that projects will now be cleared by the 
Gove~nt in reasonable time so that the cost 01 the projects do DOt 
Increase on aCCOWlt of delay in Government approval. 



A. Coal Reserves 

CHAPTER IV 

PRODUCTION PERFORMANCE 

4.1 As per the latest estimates made by Geological Survey of India, the 
Coal reserves of the country are placed at 186.04 billion tonnes as on 
1.1.1990. Category-wise break-up is as under: 

Proved 
Indicated 
Inferred 

(In million tonnes) 

56294 
81377 
48373 

The Committee wanted to know from CIL as for how many years the 
present coal reserves were considered adequate for exploitation. CIL 
stated in a written note as follows: 

"The estimated coal reserve of 186 million tonnes are in situ reserves 
within a depth of 1200 M for coal seams above 0.50 M in thickness. 
The mineable reserves would be considerably less as coal many not 
be mineable under some areas which are under geologically disturbed 
condition, to protect surface features like Railways, Bridges etc. Out 
of the mineable reserves the recoverable percentage will vary 
depending upon mining technology adopted, surface features Within 
the block and geological condition within the block etc. At a 
production level of 400 MT expected to be reached by 1999-2000, the 
production level can be maintained for a period of about 130 years." 

4.2 Asked about the efforts made to increase the established coal 
reserves CIL stated in a note as follows: 

"Exploration for coal starts with the GSI establishing likely areas 
with potential coal resources through Regional Exploration to update 
the coal inventory. 
Out of the potential coal bearing areas regionally proved by GSI, 
CMPD IL selects blocks with mining potential in the light of demand 
pattern and mining techno-economics for detailed eXploration. 
Detailed exploration is carried out by CMPDIL and· its. contracting 
agencies like Mineral Exploration Corporation, Department of Mines 
&. Oeology-Orissa Government, Department of Mines &. 
Geology-M.P. Government, as also Department of Mines &. 
Geology-Maharashtra Government. Annually about 150 to 180 drills 
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are deployed for the purpose with other exploration inputs, about 30 
Geological Reports are drawn and about 3 to 4 billion tonnes of 
"Proved" category of reserves are established for mine planning 
purposes. " 

4.3 The Committee wanted to know the steps taken by the Department 
of Coal to intensify the exploratory efforts, Department of Coal stated in a 
Dote as follows: 

"Broadly most of the blocks in operational coalfields have been 
already covered by detailed exploration for achieving the targetted 
coal production during the VIII & IX Five Year Plans. GSI has 
drawn up a regional exploration programme of 36400 meters of 
drilling over an area of 1,700 kms. covering 120 blocks upto the 
terminal year of 8th Plan. The task of detailed exploration has been 
assigned to coal companies. 

With a view to supplementing the Regional drilling being done by 
GSI, a scheme for promotional drilling has been put in to effect. The 
work of promotional drilling has been entrusted to MECL. The 
Government of India has made a budget provision of 6.05 crores 
during the year 1990-91 to meet. the expenditure on accOunt of 
promotional drilling in Coal & Lignite Sector. Under this scheme 
MECL has been asked to undertake the drilling of 45,000 meterage 
in the coalfields of Coal India Limited and Singareni Colliaries 
Company Limited during year 1990-91. Coordination in this regard 
are being made by Department of coal by holding periodic meetings 
with Department of Mines, GSI, MECL & Coal Companies . 

..... . As a result of exploration carried out by GSI and other agencies, 
a cumulative total of 192.4 billion tonnes of coal reserves have been 
estimated in the country as on 1.1.91." 

B. Demand and supply of CoaJ.-Import of Coal 

4.4 Coal India Limited is mainly responsible for meeting the Coal 
demand in the Country, Singareni Colleries Co. Ltd. which produces about 
15 to 20 million tonnes of coal annually is in joint Sector (State 
Government & Central Government) Besides 4 to 5 million tonnes of coal 
is produced annually by captive mines of TISCO, lISCO and DCI. 
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4.6 As regards the overall availability of coal in the country, elL stated 
in a written note as follows: 

"As far as non-coking coal (i.e. sector other than stecal), is concerned, 
the overall ~vailability has always been more than adequate. There 
has, however, been some regionwise imbalances due to difficulties of 
transport. 
In Coking Coal, however, the indigenous availability though 
quantitatively adequate, does not meet the revised coking and ash 
parameters stipulated by Steel Plants in 1983 and since then a part of 
the requirement is beiRg imported." 

4.7 The following table shows the composition of coking and non-coking 
coal produced by elL during each of the last 3 years: 

Year 

1987-88 
1988-89 
1989-90 

Coking Coal Non-Coking Coal 

(in million tonnes) 

30.22 
31.30 
24.07 

128.80 
140.20 
154.53 

Total 

159.02 
171.50 
178.60 

4.8 To meet the gap between demand and indeginous availability of 
coking coal steel industry had been importing coking coal. The following 
table shows the imports made by the steel industry during the 7th Five 
Year Plan: 

Year 

1985-86 
1986-87 
1987-~8 
1988-89 
1989-90 
1990-91 (Estimated) 

Total Quantity 
imported by 
SAIL Plants 

(in million tonnes) 

2.034 
2.080 
2.490 
3.740 
3.746 
5.3 

Cost including freight 
(Rs. in crores) 

161.8 
167.9 
172.5 
329.5 
426.8 
603l67 

(In addition TISeO and Vizag Steel Plant also imported about 3 million 
tonnes of coking coal during the years 1987-88 to 1989-90). 

4.9 Working Group on Coal & Lignite for the 8th Five Year Plan has 
also estimated th~· about 24.40 million tonnes of co~ing coal will have to 
be imported during the 8th Five Year Plan (1990-95). 
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4.10 In reply to a question about reducing the coal imports, the Minister 
of Energy stated in Lok Sabha on 27th March, 1990 as follows: 

"With a view to bring down the ash percentage of coal for supply 
to steel plants and thereby reduce imports, the coal companies have 
already taken up modernisation of washeries at an estimated cost of 
Rs. 132 crores to be completed by 1992-93. The total investment in 
washeries during the Seventh Plan period is expected to about Rs. 
168 crores and that in the Eighth Plan period has been tentatively 
estimated at Rs. 484 crores." 

4.11 As regards the ash content level in the washed coal after 
completion of modernisation programme, CIL stated in a written ~note as 
follows: 

"As per current assessment, the modification of the Coking Coal 
Washeries as recommenqed by the TechniCal Working Group (1986) 
is expected to be completed by 1992-93 except for Patherdih Washery 
(which will be ready only by 1994-95). The ash in clean coal would be 
17 ± 0.5% after the recommendations of the aforesaid committee are 
implemented. " 

4.12 From the washery-wise details of modernisation. programme 
furnished by CIL, it was noticed that in certain washeries implementation 
of the modernisation programmes had been delayed particularly in case 
of Bhojudib, Dugda I & II, Monidh washeries. Asked about the reasons 
for these delays, CIL in a written note stated as follows: 

"There have been slippages which has been mainly due to procedural 
matter relating to finalisation of tenders. The delay in taking decision 
on tenders was unavoidable to a great extent because each washery 
had its own technical parameters and it was necessary to ensure that 
the equipment ordered satisfied these parameters. This necessistated 
in entering into correspondence with the tenderers often over a long 
period resulting in delay in taking a decision on tenders and 
co~sequent delay in supply." 

4.13 In reply to a further question, Chairman, CIL informed the 
Committee that besides modernisation/expansion of present washeries, 
to reduce the imports new areas wer.e being developed to increase the 
availability of coking coal. He added: 

"Arising out of a special drive, concentrating in coking coal we give 
a priority between coking coal and non-coking coal. We have 
identified mOre than 100 million tonnes in the district of Hazaribagh .. 
That is a new find for us. We are giving priority to coking coal. We 
have already identified additional deposits." 



57 

4.14 Asked as to by which year imports will be reduced to zero level, 
Chairman, CIL replied: 

"I can make guess that 'definitely it should take about seven to ten 
years. Seven years, if really the things which the way we want." 

4.15 It also came out during the examination of CIL that the capacity of 
utilisation of coal washeries was low. The following table shows the 
washery-wise capacity utilisation and the percentage of ash content in the 
washed coal during the year 1989-90: 

Name of Co. Washery % capacity % of ash 
utilisation . content in 

clean' coal 
BeeL 1. Dugda I 65 20.9 

2. Dugda II 59 21.0 
3. Bhojudih 94 18.8 
4. Patherdih 63 21.4 
5. Sudamdih 52 18.9 
6. Monidh 42 17.4 
7. Lodna 67 21.11 
8. Barora 52 19.2 
9. Mahuda 14 

eeL. 1. Kargali 77 18.6 
2. Kathara 56 18.2 
3. Swang 65 18.4 
4. Gidi 51 16.6 
5. Rajrappa ~7 16.9 
6. Nandan 43 16.8 

4.16 During the examination of Department of Coal the Committee 
wanted to know . as to whether the Department reviewed the implemen-
tation of modernisation programme of washeries to ensure that these were 
completed in time. Department of Coal stated in a note as follows: 

"Most of the washeries in BCCL and CCL were built in the sixties 
and were linked to upper seams (Superior quality) of Iharia Coalfield 
and superior quality coal of Kargali, Bokaro and Kathara areas of 
CCL. The deterioration of raw coal feed to the existing washeries has 
resulted in iMbalance in the existing washery circuit and in its poor 
performance. In order to ensure aVailability of washed coal with 
17 ± 0.5% ash, Government bfIndia in August, 1985 constituted a 
Committee headed by Dr. V.A. Altekar. The Committee submitted 
its report in October, 1986 suggesting a number of sbort-term and 
long-term measures for modification of the existing washeries. 
Short-term and long-term plans have been drawn up by the Coal 
Companies for implementation of the recommendations of the 
Altekar Committee. The estimated capital investment is about 
Rs. 161.42 crores. Periodical meetings are held in the pepartment of 
Coal to review the progress of implementation of the 
recommendations. In a recent review taken by Adviser ~Projectl 
Department of Coal on 29.11.90, it waS noted that most of the short-
term· measures recommended by the Committee have been 
implemented. As regard'long-term measures most of them are 

1794LS-IO 
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scheduled to be implemented by 1992-93. The date indicated by Coal 
Companies for full implementatfon of all the recommendation is 
October 93. The average ash content in clean coal which used to be 
about 21-22% in 1986-87 has come down to 19.0% in 1989-90 after 
implementation of the short-term measures." 

4.17 The Committee further pointed out that the production of coking 
coal had come down to from 31.30 million tonnes in 1988-89 to 24.07 
million tonnes in 1989-90 on account of which the import of coking coal 
was increasing. Asked about the steps taken or proposed to be taken to 
increase the production of good quality of Coking Coal, the Department of 
Coal stated in a note as follows: 

"Some of the important steps being taken to increase the 
indigenous availability of coking coal are: 

i) Restoration of coking coal sources which were delinked 
in 1984-85 from washeries on account of quality 
considerations. About 2 million additional raw coal is 
expected to be available by next year. 

ii) Modification of existing coking coal washeries by 
implementation of recommendations of the Altekar 
Committee. The modification work is expected to be 
completed by March, 1993. 

iii) Augmentation of power supply to washeries by making 
arrangement of direct feeders from DVC as well as by 
installation of captive power generating units. 

iv) Although a number of expert committees have gone into 'the 
problems of coking coal supplies, another Technical 
Committee was set up with experts from Coal India and 
SAIL. This Committee has made a number of positive 
recommendations for increasing the domestic availability of 
coking coal. These recommendations are beil}g implemented. 

v) Augmentation of raw coal supply to the washeries. by 
increasing production of coking coal from the existing mines 
as well as by taking up development of new projects." 

4.18 The Committee also wanted to know the results of the efforts being 
made to reduce the coal imports. Department of Coal replied in a written 
note as follows: 

"As Ii result of concerted efforts being made, the indigenous supply 
of w.shed and direct feed coking coal to the steel plants is expected 
to increase from a level of about 9 m.t. during 1990-91 to about 13.5 
m.t. in 1994-95: The imports are expected to come down from about 
4.5 m.t. during the current year to about 3 m.t. in 1994-95." 

4.19 The Committee further enquired as to whether all the coal users 
require permission of the Department of Coal before resulting to import. 
Department o{ Coal stated in a written reply as follows: 
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"Import of coking coal by the steel sector does not require any 
permission from the Department of Coal except that the quantity of 
coking coal to be imported is estimated at the beginning of the year 
on the basis of inter-Ministerial consultations involvmg aH concerned 
Ministries/Departments. For other users of coal, from April 1990 
onwards, COal has bee'n brou8ht under the restricted list in the Import 
Policy and as such concurrence of various concerned Ministries I 
Departments (including Department of Coal) for import of coal is 
necessary. " 

4.20 The Committee also wanted to know whether production plans had 
been finaJised to meet the coal demand during 8th Five-Year Plan. 
Department of Coal replied in a note as follows: 

"Demand and Production estimates for 8th Five-Year Plan: 

---
1990-91 1991-92 1993-94 
(RE) (in million tonnes) 

All India Demand 223.30 245.00 285.00 
(Washery middlings) (3.00) (5.00) (7.70) 

All India Production 212.00 234.00 282.60 
(Estimated) 

CIL's Contribution 189.00 205.80 247.00 

As the 8th Five-Year Phm document is yet to be finalised the above 
figures are provisional and are based on preliminary discussions held 
with the Planning Commission." 

4.21 On being pointed out by the Committee that the CIL proposed' 
production would be less as compared to the estimated demand in the 
country, the Department of Coal stated that certain sectors project higher 
demand and actual offtake were generally less than the projected demands. 
Besides certain coal with low ash content would be imported for steel 
plants. 
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C. Production Performance 

4.P. Based on the demand of various coal users annual coal production 
targets are decided by the -Ministry of Energy (Department of Coal) in 
~ultation with Planning Commission. The following table shows the 
instaUed capacity, targets vis-a-vis actual production performance of CIL 
during each of the last 3 years:-

Item 1989-90 1988-89 1987·88 
Tlftpt Actual Target Actual Tarlet Actual 

(in Million Tannes) 

1. Raw Coal Production 
.) Uaderp'Ouncl 64.85 58.79 63.87 61.28 59.08 
b) Opeacut 118.6S 11.81 106.21 110.22 1S8.00 99.98 
c) Total 183.50 178.60 170.08 171.50 159.06 

2. lDI1al1ed I aaeuod capacity 198.51 187.67 + 174.80 
3. % Utililation of InataUed I 91% 91.4"CI 90% 
._d capacity 

It may seen from the above that in the years 1987-88 and 1988-89~ CIL 
achieved the production targets wbereas in 1989·90 there was 'marginal 
ahortfall. elL has advanced the following reasons for shortfall in 1989-90. 

(1) Shortage of power in Eastern Region i.e. ECL, BCCL 'and partly 
CCL; 

(2) Delays in land acquisition including forest land and delays in starting 
new projects and its completion in time; 

(3) Undue delays in clearance of Environmental Management Plan 
(EMP); 

(4) Final approval of Government with regard to cost over-run project 
and project 'likely to become cost over-run. 

(S) Project awaiting Government approval; 

(6) Non-supply of scheduJed equipment in time and delays in supply of 
equipment. 

For the year 1990-91 as against the targets of 194 million tonnes, CIL 
expected to produce about 190 m.t. of coal. 

4.23 The Committee enquired about the reasons for low capacity 
utilisation as compared to the installed capacity, Chairman, elL stated 
during evidence as follows:-

"The total capacity assessed is based on the functioning of the total 
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system. If anyone of the sub-system fails the other systems are also 
hampered. For example if power is not there which is an essential 
input, it has an effect on other systems also. Normally nowhere have 
we got a hundred percent utilisation. This is uIfder the best of 
circumstances, assuming that all the inputs are available. Therefore, if 
it is 90 percent, then it should be considered in my opinion, as 
reasonably creditable. That is what we are doing." 

4.24 From the subsidairy-wise production it has been noticed that the 
production performance of ECL and BCCL has been poor as compared to 
other subsidiary companies.· For instance during the year 1989·90 in ECL 
as against the assessed capacity and targets of 32.66 and 30.90 million 
tonnes respectively t the actual production was only 24.49 million tonnes. 
Similarly in BCCL as against the assessed capacity and targets of 33.02 
million tonnes and 27.50 million tonnes respectively th~ actual production 
was 26.61 million tonnes only. Asked about the reasons for it, Chairman, 
CIL stated as follows :- . 

"Particularly in the Eastern Sector, the shortfall in production has 
been mainly in ECL and BCCL. All the other companies have been 
fulfilling their targets except ECL and BCCL. The main problem, 
apart from the working conditions, has been the power. This has 
been one of the very basic things. The shortfall in production in these 
two companies has brought down the total 'achievement." 

4.25 As regards the working conditions in ECL and BCCL, CIL stated 
in a note that coal mines in these companies were 200 years old. At that 
time there were no laws to guide mining operations and private miners 
were interested only in profits. It resulted in creation of difficult geo-
mining conditions particularly in underground mines. Many reorganisation 
schemes could not be completed in time due to various reasons. Besides, 
in BCCL mines there had been about 70 fires owing to which production 
in and around these fires had to be suspended or seriously restricted. 

4.26 The Committee further pointed out that the production in 
underground mines in 1989-90 was less than produced in 1987-88 and 1988-
89. Enquired about the reasons for it, Chairman CIL stated during the 
evidence that the shortfall in underground mines was mainly in EeL and 
BCCL where the main problem had been power shonage. 

4.27 On being pointed out by the Committee that various expert 
committee in the past had recommended for more thrust on underground 
mining, the witness stated : 

"Yes, Sir, greater thnlst we are putting." 

4.28 During the examination of Department of Coal the Committee 
wanted to know as to whether the Department reviewed the overall 
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production pe!formance of coal companies. Secretary Deptt. of Coal stated 
during evidence as follows :-

"In so far as monitoring of production is concerned, it was earlier 
done on a monthly basis. We are now doing monitoring of coal 
production and coal despatches to the power cement and steel sectors 
every day. There is a monitoring report which comes to me, on the 
basis of which we keep on issuing instructions to the coal companies. 
As a result, during the year, we have been able to keep pressure on 
the coal companies. In so far as coal production is concerned, till end 
of February we had produced about 4% more coal than last year, and 
we hope to produce more than 6% coal in excess of last years. As far 
as despatches to power and cement industries are concerned, we have 
supplied much more coal than during previous year. With the ~steel 
sector, we had problems; but now we have supplied more coal to 
them than last year. We keep a constant watch on production and 
supply every day, and issuing instructions practically every day. 
Production has gone up from November." 

4 .. 29 Deptt. of Coal also stated in a note that the following steps were 
taken I being taken for increasing the coal production : 

"a) Grea~r emphasis is being laid on improved production and 
productIvity from existing mines. 

b) Improvement in the availability and utilisation of equipment by 
providing adequate workshop support improvement management 
of spares and timely rehabilitation of equipments. 

c) General improvement in systems and managerial effectiveness in 
the coal companies. 

d) Technological upgradation by way of introduction of mechanised 
loader in Board & Pillar workings. 

e) Improved power supply particularly to the coal mines in the 
eastern region i.e. BCCL, EeL and CeL. 

f) Introduction of concept of all men-all jobs in selected mechanised 
mines for improving the efficiency of operations. 

g) Better coordination at company level with the Railways, Power 
Supply Agencies and other organisations. 

b) Close and regular monitoring at various levels in the coal 
companies, CIL and the Department of Coal, of production and 
despatches of coal." 

4.30 In the context of less production from the underground mines, the 
Committee pointed out the observations made by· the wo~king Group on 
Coal and Lignite for 8th Plan stating inter alia that one of the factors for 
.l~ production from underground mines had been due to lack of 
willingness for -underground mining as targets could easily be achieved by 



63 

easier open cast mining. Asked as to how the administrative Ministry 
allowed it, Department of Coal stated in a note as follows :-

"In Annual Action Plan separate annual targets are flXed 
for production from underground and opencast mines. However, in 
the event of short-fall in production from underground mines 
particularly those in ECL and BCCL, the Coal companies do try to 
produce additional quantity. of coal from opencast mines so as to 
reach as near as ·possible the annual targets. Such a situation 
generally arises from the problems of power shortages and which gets 
further compounded during monsoon season when many of the 
underground mines get flooded resulting in heavy shortfall in 
production. " 

4.31 The €ommittee further enquired about the steps taken to increase 
the production from underground mines, Department of Coal stated in a 
note as follows :-

"Some of the steps taken/being taken to improve production and 
productivity from the underground mines include: 

1. Greater attention is to be devoted to production from 
underground mines and companies are gIven separate 
underground production targets; 

2. Production from undergro\lnd mines, company-wise and area-wise 
is being monitored closely by CIL, like-wise the subsidiary 

• companies monitor production from each mine; 

3. Concept of "all men-all jobs" is being tried in mechanised mines; 
4. Improvement in the availability and utilisation of equipment by 

providing adequate workshop support, improved management of 
spares and timely rehabilitation of equipment.·-
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D. Production Constraints 
4.32 The following table gives the cause-wise loss of production due to vari9UI\ production 

CODStraints duling the last 4 years:-

(In lakh toones) 

1987-88 1988-89 1989-90 1990-91 (Upto 
Jan.'91) 

UIG ole UIG ole UIG ole UIG ole 
1. Power failures &. 19.02 3.18 18.65 1.59 31.17 3.64 51.32 5.80 

interruptions. 

2. Absenteeism 11.19 0.91 4.06 0.33 20.30 1.49 15.98 1.61 

3. Non-Availability of 1.93 4.37 0.75 2.96 5.35 13.99 5.10 13.48 
Land. 

4. Excessive rains 1.00 5.86 0.63 2.91 1.77~ 30.00 

S. Industrial Relations 5.04 1.96 3.14 0.64 3.94 0.27 0.92 1.35 
Problems. 

6; Machine Break-down 2.76 3.04 2.43 0.78 3.60 2.25 3.43 6.50 
and non-availability of 
spares. 

7. Others (Late Comm 4.87 3.73 4.34 1.21 6.42 7.29 9.79 10.39 
IBioning of projects, 
JCOmining problems, 
non-supply of eguipment, 
roof moveme .. etc.) 

I • ToW 45.41 18.19 33.37 13.37 71.41 31.84. 88.31 69.13 
f (' 
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(Constraints at S1. Nos. 3, 6 and 7 have been discussed else where in the 
Report. The other constraints are discussed in the succeeding paragraphs) 

i) Shortage of Power 
4.33 The major constraint which had been affecting production 

performance of coal companies has been shortage of power. From the 
cause-wise details also it is seen that the loss of production on this account 
has been more than any other constraints during the last 4 years. 
Explaining the power position, CIL in a note stated as follows: 

"Power supply position in the Eastern Coal Sector i.e. ECL, BCCL 
and CCL remains unsatisfactory for last so many years. The main 
source of supply of power is DVC. The total installed capacity in 
DVC generation usually is in the range of 400 to 600 MW. They 
mainly supply power to coal, steel and Railways. The power demand 
of coal sector alone from DVC is 505.5 MVA. Since Steel and 
Railways get priority. the main sufferer is the coal sector. There are 
rampant power cuts in the coal sector. Coal Sector is surviving 
because of external assistances from Farakka (Le. NTPC) and 
Chukha etc. to DVC system, CIL with the help of EREB keeps a 
close liasion to get more external assistance to DVC system. But 
Farakka also is not during well. Out of the 630 MW installed 
capacity, the generation is only about 200 to 300 MW. CIL is 
continuously pursuing with all the concerned authorities to improve 
the generation level both in DVC and Farakka. Eastern Coal Sector 
can be in a comfertable position only when DVC system has about 
900-1000 MW with external support on a continuous basis. The 
unsatisfactory power posi\ion has forced CIL to install D. G. sets and 
is installing three captive power houses each of 2x 10 MW capacity 
and one each at ECL, BCCL and CIL." 

4.34 Status of power supply from DVC source to ECL. BCCL and CCL 
during 1989-90 compared to 1988-89, as against the deemed, is indicated 
below:-
Company Demand in MVA A vailability in No. of interruptions Feeder hours lost 

MVA 

88-89 88-89 89-90 88-89 89-90 88-89 89-90 88-89 

EeL 130.0 103.5 92.5 93.6 6670 2493 5616 3077 

BeeL 245.5 227.0 190.2 193.4 11099 7323 10255 6687 

eeL 130.0 113.0 98.0 99.6 6009 5007 5122 3810 

Total- 505.5 443.5 380.7 386.6 23778 14823 10993 1357.t 

4.35 In this context Chairman, elL also st~ted during evidence as 
follows:-

"Against an installed capacity of 1716 MW (in DVC) the generation 
has been hovering around 500 MW. I have been getting much less 
than my requirement. It is not like the day-to-day activities. Power 
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ps, if it comes back again, then we start the work. But in a mine, you 
C8DD,".' The power goes out and then, when it comes back we cannot start 
the worl:again immediately." 

It depends on availability of water, ventilation, etc. I can rightly say 
the workers also do not feel confident and they come away from the 
place. We cannot blame them also. The safety factor is involved,." 

4.36 Asked about the steps taken to overcome the power constraints, 
CIL in note stated that it had Geen following up with the power generating 
agencies, Department of Power etc. for close coordination. A senior 
officer had been posted in the Maithon Control Room so that the 
availability of power to the Coal Sector was maintained at ~maximum 
possible level depending upon generation levels. 

4.37 The Committee further wanted to know the expected demand and 
supply position of power during the 8th Five Year Plan. CIL stated that 
total annual requirement of power during the 8th Plan would be from 915 
MV A to 1285 MV A. These requirements had been intimated to Central 
Electricity Authority for advising the concerned State Electricity Boards to 
make arrangements for supply of power. 

4.38 The Committee pointed out that the coal companies were facing 
power shortage and wanted to know the steps taken by administrativ~ 
Ministry to remove this constraint. Department of Coal stated in a written 
note as follows: 

"The Department is fully seized with the problem of inadequate 
availability of power to the coal mines of ECL, BCCL and CCL. 
The total requirement of power from DVC sources had progressively 
increased from 380 MV A in 1985-86 to 505.5 MV A in 1989-90 and 
during 1990-91 also the reauirement of power from DVC sources is at 
the same level. 

To overcome the shortages of power the coal companies have 
installed a number of small captive diesel generating units (including 
2xl0 MW gas turbin~ in BCCL and 2x5 MW gas turbines in ECL) 
with a total installed capacity of about 82 MW. In addition, 3 coal 
based captive generation stations of 2x10 MW capacity one each at 
Kathara, Moonidih and Chinakuri are also in advance stage of 
commissioning. Further CIL has prepared feasibility reports for 5 
more coal based units of 10 MW each to be set up at Bhojudih, 
Dugda, Sudamdih (in BCCL) and Rajrappa ~d Giddi (in CCL). 
Besides these CIL had indentified 6 new sites for setting up of coal 
based captive generating units of 10 to 30 MW capacity." 

4.39 The Department of Coal also informed that some of the short-term 
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steps taken to ensure adequate power supply to the coal mines in the 
eastern sector include: 

(a) Coal Sector has been accorded higher priority (next to the 
railways) in the matter of supply of power from DVe system. 

(b) Continuous and regular liaison between the coal compani~s and 
the power supply agencies. 

(c) Constant and close coordination between Department of Coal, 
Power, CEA, DVC, CIL etc. 

(d) Expediting commissiQning of coal based captive stations under 
construction. 

(e) Segregation of feeder for direct supply of power to the coal mines 
from DVC. 

(f) Providing external support to DVC system by supply of power 
from sources like Chukka, Farakka, Singrauli, Orissa and M.P. 
depending on availability of power. 

(g) Establishment of a transmission link between Singrauli and North 
Karanpura for supply of power from Singrauli region to DVC 
system on regular basis. 

(ii) Absenteeism 
4.40 Besides, power shortage another major constraint affecting the coal 

production had been absenteeism in coal companies. The Committee 
enquired from _ CIL about the steps taken to reduce the absenteeism. elL 
in a written reply stated that following steps were taken with a view to 
contain absenteeism: 

(i) Regulation leave: While sanctioning the leave, due precaution 
is taken to see that different sets of people take leave during 
different periods. 

(ii) Reportjng and monitoring of absenteeism at different levels. 
(iii) Seeking cooperation of the Consultative Committees by informing 

workers to avoid loss of production vis-a-vis loss of wages. 
(iv) Counselling: The Welfare Officer of the Colliery counsels the 

absentees about the consequent loss of wages & other benefits. 
(v) Disciplinary Proceedings: Disciplinary proceedings are also 

initiated and action taken against the habitual absentees -as weli 
as those who overstay the leave without sufficient cause. 

(vi) Improvement in the quality of life: With a view to improve the 
quality of life of coal miners during the post-nation'llisation 
period, a number of residential colonies with civic amenities like 
water supply, electricity, fans, drainage dispensaries, roads, 
schools, etc. have been -constructed in- and around the collieries. 

(vii) Introduction of incentive schemes. 
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(iii) Industrial Relations 
4.41 The following table shows the details of mandays lost on account of 

adverse industrial relations during the years 1984-85 to 1989-90: 

Years No. of Mandays Gherao Assault No. of Union Obstruc. Hunger Go slow 
strikes lost demonst- Revalry tion strikes 

ration 

1 ., 3 4 5 6 7 8 9 10 .. 
1984-85 78 3,n,266 36 57 118 5 26 50 12 

1985-86 105 1,52.084 33 41 165 0 26 71 5 

1986-87 55 6,84,791 16 38 80 0 30 50 3 

1987-88 77 9.58,128 14 64 99 3 80 65 8 

1988-89 64 1,20,788 11 48 88 4 11 60 16 

1989-90 61 1.51,230 11 36 67 5 32 91 12 

4.42 Explaining the reasons for adverse industrial relations in the 
company, CIL in a written note stated:-

"The Coal Industry after nationalisation, had to face a large number 
of Industrial relation problems as wild cat strikes on filmsy grounds, 
assaults, gheraos and other acts of indiscipline and absenteeism etc. 
because of the fact that the majority of workers were taken over from 
unrecognised sector having different sets of service conditions and 
work culture." 

4.43 Asked about the steps taken by CIL from time to time to improve 
the industrial relations, CIL states in written reply asfl)llows:-

"After nationalisation a boOst was given to secure, maintain 
and promote harmony on the industrial relations fronts by adopting 
the foilowing measures: 

(i) Formation and functioning of Joint Consultative Committee at 
C\"'l~ry, Areas and Subsidiary Hqr~. 

(ii) Enlarging the scope of discussions in the Joint Bipartite 
Committee for Coal Industry at elL level. 

(iii) Expeditiousredressal of individual I group grievances. 
(iv) Bilaterat negotiations/discussions with the operating Unions at 

Colliery, Area and Hqrs.. level. 
(v) Referring unsettled disputes to Voluntarily Arbitration. 

(vi') Minimising the litigation by exploring the possibilities to settle 
the disputes outside the courts of law. 

(vii) Improving the quality of life of the workmen by extending 
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various welfare measures like housing, water supply, medical 
facilities, educational facilities, etc. 

(viii) The Joint Bipartite Committee for Coal Industry constituted by 
Government of India comprising of the representatives of 
INTUC, AITUC, CITU, HMS & BMS and the managements' 
representatives from Coal India Limited and its subsidiaries, 
Singareni Collieries Company Limited, TISCO & ISSCO 
collieries successfully concluded four National Coal Wage 
Agreements in 1974, 1979, 1983 and 1989. These agreements 
include the wage structure, allowances, fringe. benefits, service 
conditions of the coal mines working in India. As a result of 
these agreements, the major problems pertaining to wages and 
other benefits have been streamlined paving a healthy road for 
industrial truce and harmony." 

4.44 In this connection CIL further stated that the industrial relations in 
CIL and its Subsidiaries remained cordial and harmonious during the last 3 
years. The number of strikes from a level of 67 in 1987-88 came down to 
61 in 1989-90, and further to 28 in 1990-91 till October, 1990 .. 

4.45 In the context of large number of assault and gherao, the 
Committee enquired whether the matter was taken up with the trade 
unions. CIL replied in a written note as follows:-

"During the course of bilateral discussions these matters are normally 
discussed with the trade unions and the trade unions are cooperating 
in this direction. Such mutual consultation and discussions have 
yielded satisfactory results and the number of incidents such as 
gherao, assaults, demonstrations, etc. lire declining considerably." 

E. Quality of Coal 
4.46 The non-coking Coal is categorised by coal companies as under:-

A & B grade Superior 
C & D grade Intermediate 
E, F & G grade - Inferior 

Out of non-coking proved coal deposits, the reserve ratio of different 
qualities of coal is: 

Superior grade 14 % 
Intermediate grade 31 % 
Inferior grade 55% 

4.47 Explaining the quality wise actual production. CIL stated in a note 
as follows:-

"Percentage of gladewise production reveals that trom 1980-81 
to 1989-90 the superior grade production has decreased from 42% of 
total production to 14%, the intermediate grade production has 
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reduced from 400/0 of total production to 33% and the inferior grade 
production has increased from 18% of total production to 550/0. 
However, in terms of absolute production it is found that the' 
change in production pattern of different grade is as below:-

Superior 
grade (A & B) 

Intermediate 
grade (C & D) 

(Figs. in MT) 

Inferior grade 
(E, F & G) 

1980-81 
1989-90 

29.59 
19.40 

28.75 
45.73 

12.74 
73.45 

4.48 As regards the reasons for decrease in production of su~rior 
quality of coal over a period of time, CIL stated in a note as folloWs:-

(i) A preponderance of inferior grades in the national reserves. 
(ii) Depletion of reserves of better quality coal as a result of 

selective and profit oriented mining pr-actice$ !ia"J~.,.p~st. 
(iii) Mining of inferior seams and left over inferior section of seams 

after nationalisation in the interest of conservation of coal. 
(iv) Introduction of large scale machanised ope~cast mining which 

had to be done to achieve increase in production at the desired 
rate also affected qUality." 

4.49 Asked about the special efforts being made by the Coal companies 
to produce better quality of coal, CIL stated in a note as follows:-

"Due to increase in open cast mining activities and non-availability 
of g<?od' quality coal, the gradew-mix of coal produced by Coal India 
has been deteriorating since last few years. 
It may be noted that Indian coals in general is poor in qUality. 
Good quality of coal primarily are from the underground mines. 
Production from the UG mines are difficult to increase because of 
inadequate power availability, deep mining conditions and other 
difficulties. Coal India has taken number of steps to improve quality 
of coat despatched from the siding like crush coal to the required 
size, intensification by segregating foreign materials etc. As most of 
the Indian coals are inferior in quality, only beneficiation can 
improve quality substantially. As beneficiation involve significant 
capital and operational expenditure, unless customers are willing to 
enter into long term agreement with Coal India for purchase of 
beneficiated coal at higher cost with appropriate escalation and 
other clauses, it may not be possible for Coal India to instal 
beneficiation plants since such cost is not covered by the existing 
price structure. However, in Piparwar Project, litiked to NCR PH to 
NTPC, based on long term agreement as an mtesrated part of the 
mine, beneficiation plant is being installed. Similarly, beneficiation 
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plant is under consideration at Talcher for North Madras TPS of 
TNEB." 

F. Accumulation of Coal Stocks 
4.50 As per the Government guidelines on stocking policy of Coal India 

Limited, the Coal stock at pithead of any subsidiary company should not 
exceed one months production. The following table shows the actual 
"oldings of coal in CIL as a whole at the end of each of the last 5 years: 

Year Productioo Prescribed Stock 
level i.e. one 

months' production 

(In million tonnes) 

Actual closing 
stock 

1985-86 134.11 11.18 26.98 (From the 
1986-87 144.74 12.06 27.99 subsidiary-wise 
1987-88 159.03 18.25 28.36 figrures' also it is 
1988-89 171.50 14.30 33.10 noticed that stock is 
1989-90 178.62 14.89 36.62- more than the 

norms in aU 
subsidiaries except 
in ~CL) 

(-Includes 1.375 M.T. Nil value coal in EeL) 

4.51 During examination the Committee pointed out that the Coal stocks 
were more than the norms fIXed during each of the last 5 years. As15ed 
about the reasons for it, CIL stated in a note as follows:-

"Stocks accumulate at certain colliery pitheads due to the following 
factors: 

(i) Even though the system of loading is designed for captive 
consumers, off take by the consumers was lower than the 
anticipated demand. 

(ii) Though rail siding has been available, due to certain movement 
constraints, transportation by rail had not picked up. 

(iii) Surface transportation from the pithead to rail siding has been 
affected due to poor road condition. 

(iv) Offtake from certain priority consumers being seasonal such 
demand and movement varies vary widely during off-seasons. 

(v) Peak season demand for other commodities becoming 'very large, 
movement by rail gets constrained during October . April. " 

4.52 Chairman, CIL also stated during his evidence before the Committee 
that some of the users of the Coal did not take the full quantity of coal 
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as intimated by them at the time of fIXing produotion targets. 
Elaborating it further he stated:-

"At the beginning of the Five Year Plan, the Planning Commission 
in consultation with various end users determine the possible 
demand. There is a tendency on the part of everyone to provide 
some sort of a cushion. More than anything else there is no 
commitment. Based on that, the production target is fixed. Once 
the target is fixed, the. emphasis all over on only to reach that 
target. The target has to be achieved with the overall economy. A 
basic change in approach is needed, whether it is need based or 
target oriented production. Being target oriented production, there 
has been a mismatch." 

4.53 Regarding transportation problems, the witness stated: 
"There is a seasonal variation so far as production of coal is 
concerned on the one hand and also se~sonal variation so far as 
transportation of coal by wagons are concerned. It is not that one 
is accusing the other. Perhaps, both are correct. There is no via 
media stopping type of policy at the national level to ensure that 
the available wagon capacity during the non-peak season of the 
railways i.e. during monsoons is utilised by the coal sector. For 
example today I need around 15,000 wagons. But the Railways are 
busy with the food movement and all that. In the monsoon period 
I am unable to produce because of heavy rains. So the three core 
sectors have got to get together and find a common solution." 

4.54 The Committee further pointed out that on the one hand coal 
companies had been complaining abo\1t power shortage, on the other 
power stations were complaining for less supply of coal. To this 
Chairman. CIL stated:-

"We have a system of monitoring these power stations and no 
power station has suffered for want of coaL" 

However, he added:-

"Most of the power stations are carrying 15 days' stock ... .!f you 
see these 36 millions tonnes of stock. it is nothing. Even in a country 
like United States, they do have a policy of holding 90 days stock at 
the power stations .. Because of this, w.hen they have any strike, 
they could face it. In the natienal stocking Policy, the burden of 
holding this stock has to be borne by the consumer and the 
producer. Then only we can utilise this idle capacity of the wagon 
movement during this monsoon period and build up stock. I had 
even sugge~ted building up of stockyards. During this period, I can 
move and build up the stock in various States and then when there 
is need, the State consumers can draw. All these things involve 
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commercial negotiations and discussion and all this involves also 
financial commitments which most of the people are not willing to 
commit themselves to." 

4.55 On being asked as to why there was no proper coordination 
between the end users, the railways and the coal companies, Chairman 
CIL, replied: 

"Of late it has started functioning well. The Secretary (Coordination) 
holds a meeting every Friday where all these core sectors meet and 
try to thrash out their problems. Definitely the coordination has now 
improved. " 

4.56 The Committee further wanted to know the steps taken to reduce 
coal stocks. CIL in a written reply stated that the following steps were 
being taken to reduce the coal stocks:-

"(i) All out efforts are put in to maximise surface transportation 
from the rail linked collieries to siding and despatch the same in 
rail wagons. 

(ii) The stocks of 7.03 MTs are at collieries which are linked tt, 
captive coal consuming units. All such units are requested to 
draw their requirements in full so as to build up stock at the 
consuming end and reduce the pit-head stocks. 

(iii) About 6.0 MTs of coal are offered to be drawn under the 
liberalised sales scheme so that any needy party may draw the 
coal without any sponsorship from identified sources of supply 
on fitst come first served basis. With these steps coal stock came 
down from 36.63 million tonnes (1.4.1990) to 26.16 million 
tonnes (1.12.1990)." 

4.57 The Committee wanted to know the directions/instructions issued 
by the Govt. to coal companies to bring the coal stocks within the 
prescribed limit. Department of Coal stated in a written reply as follows:-

"During tHe course of review of performance of production 
and despatches of coal from various subsidiary companies of elL the 
companies have been asked to lay equal emphasis on despatch of coal 
in addition to meeting their production targets. As a result of efforts 
made by the coal companies, during the period from April 90-
January, 1991 the total despatches from CIL companies were 143.74 
m.t. compared to 138.92 m.t. during the same period last year." 
Department of Coal further stated:-
"Department of Coal had advised elL to offer 6 million tonnes of 
coal from the pit-head stocks under Liberalised Sale Scheme (LSS) to 
various small scale industries and additional quantity of 2 million 
tonnes of coal was offered under LSS for SSF and hriquettiog plants 
who cater to the requirement of coal for household sector. In order 

1794LS-12 
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to meet the fuel requirement of household sector, particularly in rural 
;ptd semi-urban areas, a Mission has been launched by the 
Department of Coal to make additional quantity of coal based 
domestic fuel available to the household sector to meet the shortages 
of LPG, kerosene (in the wake of Gulf crisis) and firewood. There 
has been significant improvement in the coal despatches to small scale 
industries and the household sector since the launching of the 
Liberalised Sale Scheme in September-October, 1990." 

Offtake under .. Liberalised Sale Scheme" 

April-Sept., 1990 
October, 1990 
November, 1990 
December, 1990 
January, 1991 

(In tonnes) 
4,80,000 

59,133 
2,00,000 
2,66,000 
3,95,181 

Total (April 1990 to 14,00,314 
January, 1991) 

4.58 In reply to a question about assistance rendered to coal companies 
in solving various problems like shortage of railway wagons etc. 
Department of Coal stated in a written note as follows:-

"Committee of Secretaries meets every week under the chairman-
ship of Secretary (Coordination) to review infrastructure constraints 
relating to supply of coal to power, steel and cement sectors. In this 
weekly meeting, various important issues like supply of coal to core 
sectors, availability of wagons and supply of power to the coal mines 
are regularly reviewed. There has been definite improvement in the 
loading of wagons from daily average of 12354 wagons in October, 
1990 to daily average of 14702 wagons during January, 1991." 

G. Shortages of coal stocks 

4.59 According to CIL it is not possible to determine the actual shortage 
in coal stocks very accurately because the reported production is an 
estimate not based on physical weighment of coal produced as it is 
impracticable to weight the entire stocks. For control purpose, therefore, 
an estimates of coal stocks is done on volumetric measurement and book 
adjustment (of-shortages) are made only when the differences are very 
large. The following table shows the adjustments made in the coal stocks 
by different subsidiaries during the last 5 years:-

Subsidiary 
Company 

ECL 
BCCL 

1985-86 

3.14 
7.49 

1986-87 

1.06 
1.21 

(Figures in lakh tonnes) 

1987-88 

0.44 
4.35 

1988-89 

7.81 
8.07 

-1989-90 

22.86 
3.37 

; 

! 
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Subsidiary 1985-86 1986-87 1987-88 1988-89 1989-90 
Company 

CCL 7.41 2.47 
NCL NIL NIL 
WCL NIL NIL 
SECL NIL NIL 

CIL 18.14 4.74 

Value 35.24 12.30 

8.40 
NIL 
NIL 
1.26 

14.45 

29.67 

5.95 . 
NIL 
NIL 
NIL 

21.83 

60.39 

NIL 
NIL 
NIL 
NIL 

26.23 

40.15 
(in Rs. Crores) 

In addition, eCL has made the following adjustments in Book Stock 
on account of inferior/unsaleable stocks and stocks from fire:-

Year Inferior Coal I Unsaleable 
Coal I deteriorated stock 

Fire Coal Total Value in 
(Rs: Crores) 

1984-85 
1985-86 
1986-87 

(in lakbs tonnes) 
0.41 
NIL 

27.23 

0.99 
5.21 
7.43 

1.40 3.54 
5.21 2.65 

34.66 64.78 

4.60 During the evidence the Committee pointed out that there had 
been huge shortages in coal stocks valuing Rs. 250 crores during the last 
5 years. Asked about its reasons, Chairman CIL stated as follows:-

"That was in 1989-90. We have now started checking up physical 
stock. Coal is an amorphous substance and huge volume is 
involved. Production is reported by volumetric measurement 
whereas despatches are by weighment. The specific gravity of the 
coal varies. There is no provision for losses. For example, in Food 
Corporation, you find, there is 1.5 to 2% handling loss. In 
handling material of this type, you find there is handling type of 
losses. So far as this industry is concerned, we have not provided 
the provision for losses for various reasons." 

4.61 On being pointed out by the Committee that foodgrains could 
not be compared to coal as in case of food grains loss was provided for 
decay of the product and that that was not the case with coal, the 
witness stated:-

"We are not ruling out any of the possibilities. First is the problem 
of underweigbing and over-weighing. Now there are electric weigh 
bridges, with printers provided on various loading points both on 
rail and road. We have taken all precautions. There have been 
some areas where weigh-bridges go out of order. We try to fix 
responsibility on the manufacturers for its maintenance. My 
problem is about 7 lakhs people at 450 loading points, dealing with 
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18,000 executives in seven different States. Everywhere something 
may be happening." 

4.62 The Committee further pointed out that the book adjustment for 
coal shortage in ECL was of the order of 22.86 million tonnes valuing 
RI. 31.24 crores in 1989-90 only. Asked as to whether this was justifiable, 
the witness stated: 

"That is why, we took very serious action and very senior people 
have to go out, including CMD of the Company." 
He added: 
"When it was proved to be correct, we did not want to go to the 
lower level to punish people. We punish people, from the top level. 
It amounts to removal of topmost men. The man of that Company 
was shunted out. We are taking action against General Managers." 

4.63 The Committee further enquired as to whether any efforts were 
made to dispose CCL's coal before totally writing it off. CIL stated in a 
written reply as foUows:-

"Before writing off CCL's coal stock, for assessing the possibility 
of disposing the stocks, a detailed enquiry was conducted by a 
committee constituted by Cmdl CCL. The Committee after detailed 
examination, reported that the coal stock is non-vendible. Efforts, 
however, will be made to reclaim saleable coal, if any, from these 
non-vendible stock." 

4.64 CIL also stated that in CCL the non-vendible stock, stock on fire 
and the coal shortages have been controlled satisfactorily during 1988-89 
and 1989-90. 

4.65 The Committee also wanted to know as to whether any action was 
taken "in case of book adjustments made for CCL Coal. CIL intimated in a 
written note as foUows:-

i) ID cue of shortage 
9 Officers were charge-sheeted. After formal enquiry, services 
of one officer has been terminated and two officers have been 
demoted. Four officers have been penalised with two stage 
reduction in their salary with cumulative effect. Two other officers 
have been exonerated as the charges against them could not be 
established. 

ii) For non-vendable stock 
46 Officers have been warned in writing on this account. Since non-
vendable stock was, as a result of deterioration of non-moving 
stocks and despatches from this stock were not possible on account 
of quality deterioration, the officers have been let off with warningl 
caution in writing. 

iii) For the stock on fire 
The enquiry revealed that inspite of the best efforts by the 
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executives incharge of the stock, the fire could not be prevented 
because of long storage of coal and the susceptible nature of coal to 
fire, in these coal stocks. As such, no action has been taken against 
any executive in this respect." 

4.66 During examination of Deptt. of Coal the Committee wanted to 
know as to whether the Deptt. had examined the adjustments made by 
Coal companies in coal stocks which were around Rs. 250 crores during 
the last 5 years and whether these were considered justifiable, Deptt. of 
Coal replied in a note as follows: 

"Coal India Ltd. have made adjustments in coal stocks (including 
write offs) during last 5 years (1985-86 to 1989-90) aggregating 
to 12.67 m. t. valued at Rs. 248.72 crores. During this 5 years period, 
total production of coal was 788 m.t. and as such the quantities of 
coal stocks adjusted/written off comes to about· 1.6% of total 
production and in terms of value, the figure works out to about 1.0% 
of total tum over of Rs. 23309 crores, CIL has further explained that 
since the pit-head stocks of coal are spread over nearly 1000 places in 
425 collieries and moreover coal being a bulk commodity, it is 
extremely difficult to ensure exact accounting of production and 
despatches. Looking at these inherent limitations in operational 
management of geographical wide spread areas, the extent of 
adjustment made appears to be reasonable." 

H. Guidelines for coal shortages 
4.67 According to the present policy coal companies take note of-

shQrtages in stock if they are higher than 5%. On this basis the negative 
differences compared with book stocks as on 1.4.90 was 22.86 lakhs tonnes 
in ECL and 3.37 lakhs tonnes in BCCL. In their 25th Report, the 
Committee on Public Undertakings (1986-87) had pointed out that for 
huge coal shortages in ECL, the number of cases of disciplinary action 
against the officers responsible for shortages were 34 ,37 ,24 and 11 during 
the years 1981-82 to 1984-85 respectively. In this connection the 
Committee had noted that the punishment awarded to the erring officials 
was not commensurate with the offence committed. The Committee 
accordingly recommended that as agreed to in evidence by Addl. Secy., 
Deptt. of Coal, the Govt. should revise the guidelines for awarding 
punishment with a view to providing severe and exemplary penalties for 
those responsible for shortages of coal. 

4.68 In this connection, Department of Coal intimated the Committee in 
March, 1988 as follows:-

"Coal India Limited has formulated the guideline~ in respect of 
punitive action to be taken regarding coal stock shorage. Before 
these guidelines are revised, it is necessary to carefully review the 
procedure being followed in the accounting of coal raisings and 
stocks. Coal India Limited has set up a group. to go into the existing 
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production despatch stock reporting system with a view to remedy 
the de.ficiencies, if any, that exist." 

4.69 The Committee wanted to know as to whether the Group 
appointed by CIL to go into the existing production, despatch, stock 
reporting system had given their Report. CIL replied in a written note 
that the Group could not finalise its deliberations. When asked as to 
why a Group which was appointed in 1988 could not finalise its Repon, 
Chairman, CIL stated during evidence: 

"I myself have been trying to find out why this is so. 11M, 
Calcutta is concerned with that. There appears to be some slip in 
this matter. 11M, Calcutta has to expedite it. The matter is taken 
up again. The Director, 11M is the main man concerned with it." 

4.70 As regards the action taken against the concerned guilty officials 
for shortages, CIL informed in a written note that the following 
procedure was under consideration in case of disciplinary action to be 
taken for shortages: 

i) 

ii) 

"Quantum of shortage of coal 
Shortage upto 1 % of coal I 
coke production (reported) 
for the preceding year in 
which shortage has occurred. 

Shortage exceeding 1 % and 
upto 50/0 coal! coke 
production 

Penalty that may be imposed 
Warning in writing 

Withholding of increments for 
a period of 2 years without 
cumulative effect. 

If the delinquent executive(s) has reached the maximum of the 
scale, penalty of withholding of promotion for a period of one year 
from the date he would normally be considered for promotion, 
may be imposed. 

iii) Shortage exceeding 5% upto 
10'0/0 

iv) Shortage exceeding 10% 

Withholding of promotion for 
a period of two years from the 
date, the name of delinquent 
executive would normally be 
considered for promotion. 

Withholding of promotion for 
a period of five years or till 
the date of retirement of the 
delinquent executive whichever 
is earlier. 

or 
Compulsory retirement for 
removal from service or 
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dismissal from service in 
accordance with the gravity of 
the case of shortage. 

It is proposed to amend Conduct, Discipline and Appeal Rules of Coal 
India accordingly." 

4.71 In this connection, Chairman, CIL also stated during evidence: 
"We have taken some action. It is not that we are waiting for any 
Group to recommend ... Even today, I signed a file. I have suspended 
about four officials." 

4.72 When asked about the impact of the present procedure on coal 
shortages, CIL stated in a written note as follows:-

"Since the issue of instructions as intimated by Department of Coal 
in 03/88, adjustment of book stock in respect of 3 subsidiaries viz., 
NCL, WCL & SECL is NIL. In the case of CCL, the adjustment in 
book stock has gone down from 8.4 lac tonnes in 1987-88 to 5.95 lac 
tonnes in 1988-89 and to NIL in 1989-90. In the case of BCCL, 
though there was an increase in 1988-89 from 1987-88 (from 4.3 lac 
tonnes to 8.03 lac tonnes), it has gone down to 3.3. lac tonnes in 
1989-90 i.e. lower than the adjustment in 1987-88. It is only in the 
case of ECL that there has been no impact of the interaction and 
adjustment has gone up from 0.44 lac tonnes to 22.86 lac tonnes." 

4.73 During examination of Deptt. of Coal the Committee pointed out 
that the Group appointed by CIL and intimated by Deptt. of Coal to the 
Committee on Public Undertakings in March 1988 had not completed the 
study and wanted to know as to whether the Deptt. ever reminded CIL to 
get the matter expedited. Deptt. of Coal replied in written note that since 
this was an internal administrative decision of CIL, no written reminder 
was issued by the Deptt. of Coal to get the study expedited. 

4.74 The Committee further enquired as to how in the absence of any 
guidelines, coal companies were taking action for coal shortages. Secretary, 
Deptt. of Coal stated:-

"Two developments have taken place. The matter was legally 
examined whether any guidelines can be issued as to what kind of 
punishment should be given for a particular kind of. offence. The 
legal opinion is that you cannot give general guidelines that if such 
and such defect occurs then this punishment should be given; it has to 
be left to the discretion of the authority which takes a decision in this 
matter. In so far as this particular issue of ~h"dage of coal is 
concerned, we have now taken a view in the Ministry that we will 
hold the top-most management responsible for this practice, because 
this practice has been persisting in the coal industry for the last 
several years. I have told all the senior-most people that they will be 
held responsible for the over-reporting which is taking place in their 
areas." 
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4.75 Asked about the action taken for over-reporting, Secretary 
stated:-'-

"Some over-reporting was done. So, on the basis of that, we took a 
decision to sack the Chairman and the MD. There were other 
grounds also. But this was the main ground. The.re was one ground of 
having given a contract in which everything was not fair. But this 
over-reporting was there in a massive way. This ,was the reason 
because this was obvious that the over-reporting was going on and he 
took no responsibility to check, over-reporting. Very recently, we 
have taken action against officers in the WCL where over-reporting 
was done. We have placed GM under suspension. We have also 
placed the Manager under suspension. We have transferred him 
(CMD) and demoted him also because he is shortly retiring~ We said, 
you have not been able to control this practice in your organisation." 
He added: 
"We find that this practice has been persisting. Punishment has been 
meted out to some low level employees and really the senior people 
have not been held responsible." 

4.76 The witness further stated that in Jan. 1991 Comptroller & General 
of India had also been requested to take up special audit of the coal 
companies where shortages had been detected. Besides the matter 
regarding over~reporting in ECL had also been referred to CBI. 

4.77 On being asked by the Committee as to how the guidelines were 
not revised as agreed to by the Addl. Secretary, Deptt. of Coal before 
CPU in 1986-87, the Secretary, Deptt. of Coal stated:-

"We have issued the guidelines. We have asked them not to over-
report. If they still go on over-reporting then we have to take drastic 
action:" 

4.78 The Committee further wanted to know that in view of heavy stock 
carrying cost was it not desirable to have a national policy for stock of coal 
by collieries and by the users, Department of coal stated in a written note 
as follows:-

"Stocking policy for coal companies was framed in 1985 in 
consultation with Planning Commission and according to this policy 
individual mine cannot hold stocks for more than 3 months and 
undertaking as a whole should not keep more than one month 
production as stock." 

4.79 Department of Coal further stated in a written note as follows:-
"ClL Board vide their decision of 20th Dec. 1990 has constituted as 
sub-Committee of the Board to examine the prevailing system of 
maintenance, control and verification of coal stocks at all mines and 
suggest improvements in the same. This Sub-Committee is on job. A 
Sub-Committee of the Consultative Committee for the Ministry of 
Energy was constituted on 30.12.1988. Since this Sub-Committee 
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could not complete the work within its tenure, another Sub-
Committee has been constituted on 20th September, 1990 with the 
following terms of reference: 
(i) to examine coal inventory in Coal India's subsidiaries and its 

stocking policy and 
(ii) to examine the system of receipt and despatch of coal from the 

collieries/ stockyards set up by Coal India Limited." 
4.80 The Committee note that as per latest estimates coal reserves are 

placed at 192 billion tonnes in the country and at a production level of 400 
MT expected to be achieved· by the year 1999·2000, these are considered 10 
be adequate for 130 years. Deptt. of Coal is coordinating with the conce"*, 
agencies engaged in coal exploration programmes. Most of the blocks 
identified for coal production during the Eighth and Ninth Five Year Plans 
have already been covered under detailed exploration. However, the 
Committee find that less than one third of the total reserves are under the 
proved category and the rest are either indicated or inferred. The 
Committee are also perturbed to note that due to depletion of better quality 
coal reserves production of superior grade has decreased from 42% of total 
production in 1980-81 to 14% of total production in 1989·90, whereas 
production of inferior grade coal has increased from 18% to 53% during 
the same period. In view of shortage of coking coal in the country as well as 
decrease in production of superior quality of coal the committee recommend 
that concerted efforts be made to identify reserves of better quality of coal. 
They also desire that time bound programmes should be chalked out for 
exploration / production of coal in these areas. 

4.81 The Committee note that CIL is mainly responsible for meeting the 
coal demand in the country. During the year 1990·91, out of total 
production of coal of about 212 million tonnes, CIL's share is expected to be 
around 189 million tonnes. Besides CIL, Singareni Collieries Co. Ltd. is 
producing about 15' to 20 million tonnes. Another 4 to 5 million tonnes of 
coal is produced by captive mines of TISCO, lISCO and DVC. A redeeming 
feature of the coal and supply of coal in the country is that while 
quantitatively coal is sufficient to meet the indigenous requirement of total 
coal 4 to 5 million tonnes of coking coal with low ash content is being 
imported by the Steel Plants. Presently the annual import bill of coal is over 
Rs. 600 crores. Working Group Report on Coal & Lignite for the 8th Five 
Year Plan has also estimated that about 24.40 million tonnes" of coking coal 
will have to be imported during the 8th Five Year Plan. 

4.82 The Committee have now been informed that to reduce the coal 
imports modernisation programmes have been taken up to enbance the 
capacity of the coal washeries. With the completion of the modernisation 
programmes these washedes will be able to reduce the ash content level 
from 20% to 17+0.5%, which is the requirement of the steel plants. The 
estimated investment in washeries is about 168 crores in Seventh Plan and 
Rs. 484 crores in Eighth Plan. While all the short term plans have been 
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implementt'<i, long term plans are expected to be implemented upto 1992-93. 
However, the Committee are distressed to note that there have been certain 
sHppages in the implementation of modernisation programmes particularly 
in Bhojudih, Dugda I & II and Monidh washeries. These delays are 
reportedly due to finalisation of tenders. The Committee feel that this .factor 
was within the control of the management and as such could have been 
easily avoided. The Committee, therefore, desire that all efforts should now 
be made to complete the modernisation programmes as per time schedule. 
Apart from modernisation of washeries, coal companies have given highest 
priority to coking coal projects. Chairman elL was hopeful that imports 
will be reduced to zero level within the next 7 to 10 years. The Committee 
desire that necessary steps should be taken to stop the coal impo~ to check 
the outgo of much required foreign exchange. 

4.83 Incidentally, it came out during the examination of .ClL, that the 
capacity utilisation of coal washeries was very low. Out of about 15 coal 
washeries the capacity utilisation in only two washeries was above 70 per 
cent. In one wasbery the capacity utilisation was as low as 14 per cent. As 
the capacity utilisation of tbese washeries is linked to the coal imports, the 
Commi~tee would like the Department of Coal as well as CIL to have close 
monitoring of these washeries. They hope that after implementation of 
modernisation programmes, capacity utilisation of these washeries would be 
enhanced to a reasonable level. 

4.84 Based on the demand of various sectors, coal production targets are 
decided by the Department of Coal in consultation with. Planning 
Commission. The Committee find tbat during the last 3 years, the actual 
capacity utilisation has been over 90 per cent of the total installed capacity 
which according to Chairman CIL was reasonably well. CIL exceeded 
production targets in 1987-88 and 1988-89, whereas in 1989-90 tbe 
production was short by about 5 million tonnes. During the year 1990-91 as 
against the production targets of 194 millions, elL expected to achieve 
around 190 million tonnes. Tbe Committee however, are sorry to note that 
production from the underground mines ha~ been stagnating. As against tbe 
underground production of 59.08 million tonnes in 1987-88 production in 
1989-90 was 58.79 million tonnes only. The Report of Working Group on 
Coal- & Lignite for 8th Five Year Plan has also brought out that one of the 
factors for less production from underground mines bad been due to lack of 
willingness for underground mining as targets could easily be achieved by 
easier open cast mining. The Committee deplore lackadasical approach of 
the management of coal companies in producing coal .from underground 
mines. Se\'eral steps are stated to have been initiated for increasing the 
production from underground mines. The Committee desire that the 
production targets \\'hkh aloe fixed separately both for underground and 
open cast mines should he achieved as fixed separately. 

4.85 The Committee are distressed to find the dismal production 
performance of EeL and BeeL, both of which are having major 
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underground mines. For instance during the year 1989-90 in EeL as against 
tbe assessed capacity and targets of 32.66 and 30.02 million tonnes 
respectively, the actual production was 24.49 million tonnes only. Similarly 
in HCCL as against the assessed capacity and targets of 33.02 million tonnes 
and 27.50 million tonnes respectively, the actual production was 26.6 million 
tonnes. Chairman, CIL was candid in his admission before the Committee 
that the shortfall in production in these two companies had brought down 
the total achievement. The main reasons for poor production performance 
in these companies are stated to be due to power shortage in east en sector 
and difficult geo-mining conditions caused due to un-scientific mining during 
the pre-nationalisation period~ The Committee desire that CIL and Deptt. of 
Coal must help ECL & BCCL to overcome these problems by coordinating 
with State Electricity Boards as also in opening Hew mines to make up the 
loss of production in old and depleted mines. The coal companies have also 
initiated certain steps to raise production and productivity from the 
underground mines. The Committee trust that these steps will help in 
raising the production from underground mines. The Committee .have got 
an impression that even though coal mines have been developed on left bank 
of the Damodar river. not much has been done on right bank of the rh'er. 
The Committee accordingly recommend that coal reserves situated on right 
bank of the Damodar river should arso be exploited by opening new mines 
to augment the coal production. 

4.86 From the cause wise analysis of production losses, the Committee 
fmd that power shortage is the main production constraint. Due to power 
shortage the coal companies have lost production to the extent of 22 lakh 
tonnes, 35 lakh tonnes and 57,. lakh tonnes during the years 1987-88, 1988-
89, 1989-90 and 1990-91 (upto Jan. 1991) respectively. It has also been 
noticed that power shortage has affected mainly undergound mines. The 
Committee were informed by CIL that generation of power in DVC which 
was source of power supply to ECL, BCCL and CCL was much below the 
installed capacity and as such it could not supply power to the desired level. 
For instance as against the demand of 443.5 MVA, and 505.5 MVA during 
the years 1988-89 and 1989-90 the actual supply from DVC was 386.6 MVA 
and 380.8 MV A respectively. The steel and railways sectors get priority 
over the coal sector. Besides less supply of power, the number of 
interruption increased from 15823 in 1988-89 to 23778 in 1980-90. 
Cbairman CIL also stated before the Committee that in the absence of 
power, no mining work was possible as it affected workers safety. 

4.87 The Committee were informed that the annual requirement of power 
in coal companies during the 8th Five Year Plan would be from 915 MVA 
to 1285 MV A for which Central Electricity Authority had been informed for 
advising the concerned State Electricity Boards. The Co~mittee were 
informed by Department of Coal that regular liaison was being done with 
the concerned power suppliers for getting regular power supply. The 
Committee feel that since Government lays down production targets for coal 



84 

companies, it .. the duty of the Government to ensure availability of inputs 
partkuIarlY .. power. Accordingly, the Committee urge that Government 
should give all possible help in providing adequate power supply to the coal 
companies so that their men and machines do not remain idle. As the coal is 
main Input for power generation, coal companies should also be able to 
exert influence over power suppliers. 

4.88 The Committee were also informed that some captive diesel power 
plaDts had been installed by the coal companies having 82 MV power 
capacity. CIL has prepared feasibility reports of S more captive power 
plants and sites have been identified for another 6 captive plants. The 
Committee recommend that these captive power plants should be completed 
in a time bound programme so that generation capacity is built up in time. 

4.89 Besides, power shortage, the other main production con~traint has 
been absenteeism. Due to this factor alone CIL lost coal produdioo to the 
extent of 13 lakh tonnes. 4.39 lakh tonnes, 21.79 lakh toones and 17.59 lakh 
tODDes during the years 1987-88, 1988-89, 1989-90 and 1990-91 (upto Jan. 
1991) respectively. Coal companies also lost production due to industrial 
problems to the tune of 7 lakh tonnes, 4 lakh tonnes and 2.27 lakh tonnes 
respectively during the above years. The Committee have been informed by 
CIL that steps are being taken to reduce the absenteeism by seeking help of 
workers Committees as also by providing improvement in quality of life of 
miners. The industrial relations ar-e also reported to have improved by 
settling various matters through joint consultative committees. Similarly, 
wage settlement for coal industry is also done by the joint Bipartite 
Committee, which is appointed by the Government, having representatives 
from aU coal companies and recognised trade unions. The Committee deSire .. 
that coal companies should further improve the working conditions as also 
the living conditions of workers to reduce the absenteeism which is mainly 
in underground mines where working conditions are difficult as compared 
to open cast mines. The Committee appreciate the steps taken by the Coal 
companies in improving the industrial relations through various joint 
committees. Efforts should further be made to bring improvements in the 
present joint committee system with a view to improve the industrial 
relations. 

4.90 As per tbe stocking policy for coal companies framed in 1985 in 
consultation with Planning Commission individual mine cannot hold 'stocks 
for more than 3 months and undertaking as a whole should not keep more 
... one month, production as stock. However, the Committee regret to 
IIOt.e that actual coal stocks of CIL at the end of each of the last 5 years 
have been more than double the prescribed limits. For instance as against 
the one month prescribed production of 14.89 million tonnes during the 
year 1989-90, the actual stock at the end of the year was as high as 36.62 
million tonnes. The Committee take a very serious note of this particularly 
in view of the fact that it involves blocking of huge scarce working capital. 
Besides, since stocks lying for longer period leads to deterioration in quality 
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are prone to theft and risk of fire, the Committee, urge that all necessary 
steps should be taken urgently to bring coal stocks within prescribed: limits. 

4.91 The Committee were informed by CIL that the main reason tor 
plling up of stocks was due to problems in transportation particularly in 
avaUabUity of railway wagons. To overcome these problems, Secretary 
(Coordination) has started conducting weekly meetings to review the 
infrastructure constraints relating to supply of coal to power, steel and 
cement sectors. There has been improvement in supply of coal since then 
and from a daily average of 12354 wagons in October, 1990, CIL was 
despatching about 14702 wagons during January, 1991. The Committee 
trust that the holding of coordination meetings would be a regular feature 
from now onwards for smooth despatch of coal to end . users. It will help in 
better offtake of coal as well as reduction in huge coal stocks. 

4.92 Chairman, CIL informed the Committee during his evidence that 
there had been a tendency to indicate higher demand by the end users of 
coal on the basis of which the production targets were being fixed in 
consultation with Planning Commission. With the result actual offtake had 
been less than the expected demand. The Committee would like the 
Planning Commission to take care of this factor so that the expected 
demand from various users is very near to their actual requirements. The 
Committee also feel that since that coal production requires advance 
production planning, particularly in the form of opening up of new mines, 
there should be some sort of commitment by the end users so that the coal 
companies do not sutTer on account of coal users over-estimation of demand. 

4.93 Chairman, CIL also informed the Com91ittee that at present most of 
the power houses in the country were carrying coal stocks for 15 days 
consumption as against 90 days stock kept by pewer houses in U.S.A. IA 
this connection he pleaded that power houses in the country should keep 
more stocks to overcome any problems in regular supply of coal. He alsa 
suggested that some stockyards could be built up near the main end-users. 
The Committee find merit in these suggestions and accordingly recommend 
that Government should examine the matters in detail with concerned 
parties before taking a final view in the matter. 

4.94 The Committee are perturbed to note that coal companies are 
making huge adjustments for shortage of coal in their accounts. During the 
last 5 years on this account subsidiaries of CIL made book adjustments to 
the tune of over Rs. 250 crores. ECL alone accounted for .djustm~nt of 
22.86 lakh tonnes in the year 1989-90. The Committee were stunned to hear 
from the Coal Secretary that in ECL there had been massive over-reporting 
of production. The Committee were further informed that on account of t~is 
CMD of the Company had been removed. Similarly in CCL action had been 
taken against some senior officers responsible for shortage, accumulation of 
non-vendable stock etc. The Committee would Uke the CIL as well ·as 
Department of Coal to keep a close watch on the actual production vis-a-vis 
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actual stock holdings for taking timely remedial meaSUJ;es wherever 
necessary. Needless to emphasise, suitable action should be taken against the 
oIIicers found responsible for over-reporting of production, shortages of coal 
etc. 

4.9S The Committee on Public Undertakings in their 25th Report (1986-
87) had noted that the punishment awarded to the persons found 
responsible for coal shortages was not commensurate with the offence 
committed. The Committee had accordingly recommended that as agreed to 
in evidence by Additional Secretary, Department of Coal, the Government 
should revise the guidelines for awarding punishments with a view to 
providing severe and exemplary penalties for those found responsible for 
shortage of coal. The Committee, however, regret to note that the guidelines 
have not been revised so far. The same guidelines which were spelt out bv 
the Government in 1986·87 are yet to be incorporated in the relevant rule~ 
of CIL. The Committee takes serious view of the matter particularly when 
the representatives of Department of Coal had agreed to revise these. The 
Committee are not satisfied with the new argument of the Department of 
Coal that it would not be legally possible to frame general guidelines. The 
Committee wonder how in the absence of any guidelines coal companies 
take disciplinary action against the erring officials. 

4.96 The Department of Coal also informed the Committee as far back as 
in March 1988 that CIL had appointed an Expert Group to go into the 
existing production despatch, stock reporting system with a view to remedy 
the deficiencies, if any, that exist. However, it came out during the 
examination of CIL that Indian Institute of Management, Calcutta, which 
was entrusted to go into the matter had not submitted any report so far. 
The Department of Coal has also tried to wash their hands by merely saying 
that it was an internal matter of CIL and they did not remind the CIL to 
get the report of experts expedited. The Committee cannot but deplore the 
callous attitude both of CIL as well as Department of Coal as both of them 
just slept over the matter after informing the Parliamentary Committee. 
The Committee would like the CIL/Department of Coal to get the report 
expedited. Needless to point out necessary action should be taken on the 
expert's report expeditiously. 

4.97 The Committee have also been informed that two more sub· 
Committees have been appointed to go into the prevailing system of 
maintenance, control and verification of coal stocks at aU mines. While one 
sub-Committee has been constituted by' CIL Board on 20th December, 1990, 
the other Committee has been appointed by the Consultative Committee for 
the Ministry of Energy on 20th September, 1990. The Committee 
recommend that these sub-Committees should be asked to submit their 
Reports within a· short specified period .. The Committee would also like to 
know the recommendations of these sub-Committees as also the action taken 
by the Department of Coal/ CIL on the recommendations. 



CHAPTER - V 

MACHINE UTILISATION 

A. Utilisation of Heavy Earth Moving Machinery (HEMM) 

5.1 The following table .shows the percentage utilisation of HEMM in 
CIL as a whole during the years 1986-87 to 1989-90:-

Equipment 

Dragline 
Shovel 
Dumper 
Dozer 

CMPDI 
Norm 
Annual 
utilisation 
(Hours) 

5229 
4159 
3600 
3240 

% Achievement of CMPr>IL Norm 
(Utilisation) 

1986-87 1987-88 1988-89 1989-90 

64 
61 
46 
50 

83 
64 
53 
58 

95 
69 
56 
64 

101 
67 
55 
61 

Idle Hours 
during 

19H'J-I)U 

16,783 
9.99,363 

51.95.718 
II.HR.078 

5.2 During examination of CIL the Committee pointed out that except 
dragline, the utilisation of other heavy machines was much short of full 
utilisation and consequently idle hours were quite high. Asked about the 
reasons for under-utilisation of shovel, dumper and dozer machines, CIL 
stated in a note as follows:-

"(a) Low u(ilization due to low availability of equipment: 

(i) We have with us many fully imported equipment and equipment 
manufactured indigenously under collaboration with foreign 
manufacturers. 

In case of fully imported equipment, non-availability of spares in 
time, in some cases obsolescence of the equipment abroad, causes 
low availability and, therefore, low utilisation. In case of so-called 
indigenously manufactured equipment having high import content 
delay occurs in getting the imported spares as the manufacturers are 
not able to supply these spares in time. 

(ii) Due to progressive indigenisation, the performance deteriorates 
due to indigenisation at the cost of quality. This matter has been 
taken up on a number of occasions with the manufa~turers. 

(iii) Development of skilled operators and maintenance crew takes 
time. 

87 
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(b) Low utilisation due to less use of available equipment: 
I 

(i) Equipment are inter-dependent on each other and also on the 
mining condition. To be more clear when the shovel is idle due to 
non-availability of power, the total contingent of other equipment 
becomes idle. 

(ii) The idleness of equipment is due to environmental condition 
and varies from area to area. Much wastage of time takes place due 
to late start, early fmish and prolonged tiffin break. . 

(iii) In many mines, opencast operations are done over developed 
galleries. A number of precautions have to be taken which lower 
the utilisation of equipment. 

Again there are many mines where there is fire and operations 
have to take into account this factor. 

Many mines have restricted working front which limits blasting 
operations and thus there is now adequate material available for the 
equipment. 

The above conditions are found mainly in ECL and BCCL and to 
some extent in CCL. The mines, therefore, cannot be. operated in 
optimal fashion." 

5.3 Elaborating the reasons further, Chairman, CIL also stated during 
evidence as follows:-

"The norms that we have fixed for our equipment availability and 
utilisation are quite all right. It is comparable with the international 
standard. But our performances in many areas are poor. There are 
three. or four reasons. We are bringing in a lot of improvement. We 
have got the imported equipment, we have also got the indigenous 
equipment. Due to various bilateral agreements, even with the same 
company we are going in' for different types of equipment. The other 
point is that some of these equipments are made with foreign 
collaboration.' We find the Public Sector Units could not fully absorb 
the technology indigenously." 

5.4 The witness further stated that CIL conducted a study which 
revealed that 25% of the working of shovels was directly attributable to 
the power shortage. 

55 On being asked about the steps taken to improve the machine 
utilisation, Chairman, CIL stated: 

"The first thing that we have done is that we are now having a 
qUality assurance inspection at the manufacture's end so that as far as 
possible, defective equipment is not allowed to be de~patched by the 
manufacturers. Then we are binding on them the commercial clause 
of the agreement." 
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5.6 Elaborating the steps taken to improve the machine utilisation, CIL 
stated in a note furnished after the evidence as follows:-

"Machine utilisation can be improved by improving their availability 
and by having optimal utilisation of the available equipment. 

The three courses of actions have been taken to improve 
availability. These are:-
(a) to improve the availability by infrastructural development; 
(b) to improve the availability with the help of equipment 
manufactures; and 
(c) to improve availability at the operational level. 

For improving utilisation of the available equipment following steps have 
been taken:-

i) Training: 
Extensive training programme has been drawn up for developing 
skill of the operators and technicians at site. 

ii) Providing un-interrupted power supply 
Continuous monitoring of the power supply by various agencies is 
being made by CIL. 

iii) Berter Fragmentation: 
It has been found that until and unless better fragmented 
materials is made available, the efficiency of the digging 
equipment and hauling equipment reduces considerably. As such, 
action at various levels have been taken for proper fregmentation 
of the boulders. 

iv) Haul Road: 
Proper laying and grading of haulroad and properly lighting it, 
improves,the productivity consideraBly. NeCessary action has now 
been taken to improve it by way of high capacity grader I road 
impactors and high capacity water sprinklers and dust supperssion 
system. 

v) Hot Seat Change: 
In case of very costly Draglines and Shovels of very high 
capacity, it has been felt that the cost on the operators is 
insignificant to the down time of the equipment. As such hot seat 
system has been arranged to ensure continuous operation of the 
equipment unless it is required for schedule maintenance. 

vi) During tiffin break. lot of time used to the lost on account of 
early stoppage of work and late re-start. Canteen Vans have now 
been provided in major projects for supply of tiffin at the working 
site. 
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vii) In very big projects, lot of time is wasted du~ to reporting of the 
operators to their machines after completing normal formalities. 
This is being minimised by transporting the operators by 
transport system to their work site. This has already been 
implemented in some of the bigger Open Cast Mines." 

5.7 Asked about the availability of spare parts required for heavy 
machines particularly the imported ones, CIL stated in a note as follows:-

"The lead time for imported spares is long. The lead time for 
imported spares of USA and Japan origin is about" 10 to 14 months, 
whereas the lead time for USSR origin is about 2 to 3 years. The lead 
time for indigenous spares is ~ 6 months from the date of order." 

5.8 CIL also stated that Bharat Earth Movers Limited (a public sector 
company) was the main indigenous supplier of spare parts and the supply 
form BEML was less than the orders placed. The following table snows.the 
orders placed/supplied by BEML during the year 1989-99: 

(Value in Rs. lakhs) 

Company Ordered Supplied Balance 

ECL 741.04 378.09 362.95 
BCCL 997.00 727.00 250.00 
CCL 1440.35 589.93 850.42 
NCL 2910.00 1446.17 1463.83 
WCL 937.14 461.40 475.74 
SECL 1982.43 827.7~ 1154.65 

5.9 During the examination of Department of Coal the Committee 
pointed out that the major comtraint in machine utilisation was less 
availability of spares which were mainly being supplied by other pub!ic 
sector companies like BEML. As~ed about the efforts made at Ministry 
level to help the coal companies in this regard, Department of Coal stated 
m a note as follows:-

"Indigenous supply of equipment and spares to Coal companies 
is made mainly by four public sector undertakings, namely Mining 
and Allied Machinery Corporation (MAMC) Jessop & Co., Heavy 
Engineering Corpn. (HEC) and Bharat Earth Movers Limited 
(BEML). While MAMC and Jessop specialise in "the supply of 
underground coal mining equipment, HEC and BEM~ supply 
opencast equipment like draglines, shovels, dumpers and dozers etc. 
MAMC and Jessop are the two indigenous manufacturers of Powered 
Support Longwal Face in the country. Recently, BEML have also got 
industrial licence for the purpose. 

The position of supply of equipment and spares to coal compani~s 
is pariodically reviewed in the meeting taken by Secretary (Coal) with 
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indigenous equipment manufacturers. Representatives of Ministry of 
Heavy Industry, Ministry of Defence, Department of Defence 
Production are also invited to attend the meeting among others. 
Proceedings of the review meeting is forwarded to. all concerned 
for follow up action. The review meeting was last taken by 
Secretary (Coal) on 16th July, 1990 which was also attended by the 
representative of Department of Defence Production which is the 
administrative Ministry in respect of BEML." 

The Department of Coal also stated: 
"With a view to ensuring timely supply of spares, it has all along 
been impressed upon' the suppliers including BEML to open spare 
parts depots in each of the subsidiary coal companies. BEML have 
opened a spare parts depots to cater to the requirements of spares 
of producing 'subsldiary coal companies. The supply of spares by 
BEML in percentage terms has been satisfactory. For emergency 
spares, BEML has not yet established separate channel. Qf suppl,y 
resultinl in delay in attending to emergency break-dowr1~~'1 " . 

B. Utilisation of Underground Machines 
It 

5.10 The following table shows the population of underground. 
equipment/machines vis-a-vis their availability at the end of March, 
1990: 

Name of On roil Nos. avail % Availability 
Equipment for operation 

C.C.M 674 367 54.45 
HAULAGE 3686 2917 79.14 
WINDER 508 457 89.96 
ROAD HEADER! 51 27 52.94 
DINT HEADER 
SHEARER 17 11 64.71 
S.D.L. 236 202 85.~9 
L.H.D. 47 32 (j8..09 

< 

5.11 As regards the idle hours in underground macnines, CIL replied 
in a note that in case of underground machines it was difficult to 
quantify the idle hours as the coal output was the result of many 
machines/equipments. Maintenancelrepair work to these equipments was 
carried out when they were not working. 

5.12 In the context of less availability of machines the Committee 
enquired as to how many workshops were in Coal Companies and 
whether these were fully equipped, CIL in a note stated: 

"Coal India is having 119 workshops inclusive of 2 i'l1os. Central 
and Ii Nos. Regional workshops. 13 Nos. workshops induding 3 
Central workshops are under constructiori. The existing workshops 
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are amply equipped to carry out repair and maintenance work 
assigned to the corresponding class of workshop." 

5.13 Besides, departmental workshops, repairs, of plant and machines 
was being done through outside parties. Expenditure on repairs by outside 

. parties during the years 1987-88, 1988-89 and 1989-90 was Rs. 31.77 crores, 
Rs. 38.58 crores and Rs. 54.69 crores respectively. 

5.14 During examination of Department of Coal the Committee 
enquired about the reasons for less availability of underground machines 
as compared to the ma~hines f)n rolls. Department of Coal stated in a not 
as follows: 

"In the elSe of underground machines, as is the . case with any 
equipment/ machines in use, some out of the total machines on r{)ll 
will be required to be withdrawn from use for the l'e~sons of 
preventive & planned maintenance, capital repairs, breakdowns & 
shifting of equipments in cases of shearers, haulages "etc. While 
preventive/planned maintenance & capital repairs ate necessary and 
unavoidable atte. is always made to control outages due to 
breakdowns. " 

5.15 Asked furtl\er as to how in the absence of quantified capacity 
utilisation/ idle hours, Ministry ensured that the underground machipes 
were being utilised fully, Department of Coal replied' in a note: 

"Major underground equipment like longwall powered support 
equipment&., Road Headers, side discharge. loader and Load haul 
dumpers are being regularly monitored in the Department of Coal. 
Utilisation of these equipments are calculated on the basis of rated 
capacity as assessed by the CMPDI relating to a specific mine project 
and then actual pedormance in terms of coal output. Haulage / 
Conveyors, Winders etc. are equipment providing means of coal 
evacuation and form part of the over all mine capacity. Since their 
functions are cyclic in -nature depending on the main Coal Winning/ 
Loading equipment, their utilisation would be only reflected in the 
overall utilisation of the mine capacity." 

C. Hiring of HEMM 

5.16 The Committee on Public Undertakings (1986-87) while examining 
the working of one of the subsidiary 'companies of elL viz. Eastern 
Coalfields Limited had noted that even though there was underutilisation 
of HEMM, the Company had been hiring private HEMM at huge cost 
which increased from Rs.4.8 lakhs in 1977-78 to Rs. 17.27 crores in 
1985-86. The Committee also. noted that the sam~ contractors were 
colftinuin& .for years together without inviting tenders. It also came out thatl. 

elL &ard in one of its meeting decided to stop the hiring of HEMM, CIL 
Board in subsequent sitting decided to miniinise the hiring of HEMM by 

.. 
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changing its earlier decision. In this context the Committee recommended 
as follows: 

"The Committee, recommend that the whole matter regarding to the 
hiring of HEMM by ECL, continuing of the same ~ontractors from 
year after year without tendering system, revision of the earlier 
decision of CIL Board from total stopping of hiring of HEMM to 
minimising the hiring should be thoroughly got investigated by 
Government, through an independent expert body within a short 
specified time." 

5 .17 In pursuance of the above recommendation of Committee' on Public 
Undertakings made in their 25th Report (1986-87), the Government 
appointed an Expert Group to look into various issues connected with 
the hiring of HEMM by ECL. The Group inter-alia recommended as 
follows:-

"The Group observed that the efforts that are being made by EeL in 
improving the utilisation of HEMM and thereby reducing dependence 
on hiring of HEMM in order to reduce the gap between the 
achievable capacity and the market demand, are not yielding 
suffitient results. The fact that the quantum of production by hiring 
HEMM is increasing year after year, strengthens this view. 

The Group, therefore, recommends that the quantity of work be 
done by hired HEMM should be pegged down to the level tpat 
bridges the gap between the achievable capacity and the market. 
demand. Further, hiring of HEMM should be limited for the 
exploitation of the marginal isolated patches only in organised way 
and phase it out at the earlierst." 

5.18 Based on the Expert Group recommendations the Government 
took the following decision which was communicated to elL their letter 
No. 37023(109)/87-CML dated 29.1.1988:-

"While specific compliance on the points made by the COPU in 
the light of the findings of the Expert Group will be furnished 
seperately after receipt of the comments of CIL & ECL, the 
following decision were taken with regard to the general policy of 
hiring of HEMM:-

1) Government . in the Department of Coal accepted the 
recommendations of the Independent Expert Group and 
decided to do away with the system of hiring of l-Ieavy Earth 
Moving Machinery in a phased manner. It was further decided 
that progressively all works of overburden removal particularly 
in new mines would be done only departmentally. 

2) As far as the existing mines in remote isolated patches are 
concerned, hiring of HEMM would be eliminated and 
discontinued in a phased manner in the next 3 years. 
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Management of EeL was directed to work out a time schedule 
for phasing out of works by the existing contractors. 

3) In the light of the decision to phase out the works by the 
private contractors no. useful purpose would be served by 
retendering and allowing new parties to enter at this stae. 
Efforts should be made to negotiate with the existing parties to 
get better offers and lower rates." 

5.19 To give effect to the above decision, the Department of Coal had 
subsequently asked EeL and elL to ensure that all private hiring of 
HEMM by EeL was discontinued totally and positively w.e.f. 1.~,.1991. 

5.20 As regards the latest position, Deptt. of Coal stated in a Jlote as 
follows:-

"It has been confirmed by EeL on 29.11.1990 that orders have been 
issued to all units of ECr. to terminate all contracts for private hiring 
of HEMM w.e.L 1.4.1991. All existing contracts shall expire on 
31.3.1991." 

5.21 During examination of CIL the Committee wanted to know the 
total expenditure incured on hiring of HEMM by different subsidiaries 
during ech of the last 3 years. elL in a written note replied that besides 
EeL, North Eastern Coalfields Ltd. was resorting to hiring and nO' other 
subsidiary of elL resorts to hi.riDg of HEMM. Subsidiary-wise expenditure 
on hiring of HEMM for the last 3 years is as follows:-

Yaw 

1981-88 
1988-89 
1989-90 

ECL 

41.65 
35.41 
39.11 

NEe Total 
(Its. In crores) 

10.95 52.60 
11.78 47.19 
12.28 51.39 

c 

5 .22'~ked about the reasons for hiring of HEMM by NEe, elL replied 
in a written"note as follows:-

.'.'-

"North EaStern Coalfields, Assam is resorting to hiring of equipments. 
because of the following reasons:-

i) Heavy rains during monsoons' extending over 6 months make 
deployment of HEMM practically impossible. During this rainy 
season, the machines have to be kept idle and manpower, if 
departmentalised, cannot be gainfully utilised. 

. 
ii) The patches have short period of life due to hilly terrain and 

pravaltmce of old workings." 
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5.23 During evidence of the representatives of CIL, reacting to the total 
stopage of hiring of HEMM for ECL, Chairman, elL stated before the 
Comrhittee as follows:-

"In the open cast mining, whenever the shovel dumper equipment 
is not adequate, we have a system of hiring the heavy earth moving 
equipment. There has been considerable discussion and this august 
body also went through it and you also asked us to appoint a 
Committee. The Committee of experts went through it. I sent some 
representatives and Neyveli Lignite Corporation" also sent a 
representative there. There were small isloated patches located here 
and there. It would not be economically viable for Coal India to 
operate and it would be better always not to make investment for the 
small patches which will last for one or two months only, not more 
than that. It would not be worthwhile to make a heavy investment on 
the equipment, on the infra-structure to approach that .place, etc. 
Good quality coal is available in the eastern sector in small patches. 
We fiqd it is cheaper and economical and there is no liability on the 
management. " 

5.24 On being pointed out by the Committee that the production 
performance of ECIJ; was poor as compared to other subsidiaries and 
its production perfOTmanc~ might further be affected due to stoppage of 
hiring of machines~ Chairman, CIL stated:-

"Yes, it will fall. Today, we are doing around four million tonnes 
by the hired equipment. For this purpose, it I have to replace, I have 
got to invest more." 

In reply to further query about hiting, he stated:-
"Not under all circumstances, but in small patches and isolated 
working. " 

5.25 When asked as to whether hiring was the only solution for isolated 
and small patches, the witness replied:-

"I think so. It has been proved also. In the small patch where we are 
working, we find that it is operationally viable." 

5 .26 Explaining it further CIL stated in a written not~ as follows:-
"There are many isolated patches of good quality coal which cannot 
be worked economically departmentally and these patches will be lost 
for ever. Expert Group had also, therefore, recommedded to limit 
hiring of lIEMM for exploitation of marginal isolated patches in an 
organised way." 
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5.27 It also came out during the examination that there had been 
considerable improvement in utilisation of HEMM in ECL from 1985-86 to 
1988-90. The percentage of idle hours to shifts hours for various heavy 
machines which ranged between 46.87% to 74.40% in 1985-86 came down 
steadily to 22% to 37% in 1989-90. 

5.58 During evidence of the representatives of Department of Coal the 
Committee pointed out that coal companies had planned higher quantity of 
coal production and enquired as to whether without hiring. the machines 
it would be possible to produce more coal. Secretary Department of Coal 
stated as follows:-

"This is a question which is being raised by the Company and we will 
examine it." 

In reply to a further query of the Committee, he stated:-
"We have taken a decision to implement the recommendations of the 
Committee after full deliberations. If there is any difficulty we will 
certainly take a view on it. 

5.29 The Committee regret to note that utilisation of heavy macbines like 
shovel, dumper and dozer bas been mucb short of the utilisation norms 
fixed by CMPDIL, a stibsidlary of CIL itself. As against the CMPDIL 
norms the actual utilisation of sbovel, dumper and dozer ranged between 61 
to 67 per cent, 46 to 56 per cent and 50 to 64 per cen\ respectively durin. 
the years 1985-87 to 1989-90. On account of poor utDisation of these 
macbines during the year 1989-90 alone the idle bours in respect of shovel, 
dumper and dozer were 9,99,363,51,95,718 and 11,88,078 respectively. The 
Committee were informed that low utilisation of beavy machines was mainly 
due to delay in getting imported spares, delay in supply of indigenous spares 
by otber public sector companies, shortage of power and .sbortage of skilled 
operators. 

5.30§everal steps are reported to have been taken to overcome these 
problems. Department of Coal is also ensuring timely supply of spares by 
other public sector undertakings like BEML, MAMC and Jessop" Co. To 
further improve tbe availability of spares in short time one of the supp6er 
companies bas also opened some spare parts depots in coal companies. 
Besides, suppliers are being asked to establisb separate supply channel to 
attend tbe emerJeDCY break-downs. The Committee bope tbat with the steps 
takea by coal companies, utilisation of heavy machines wHi be increased to 
the desired level. The Committee also desire tbat efforts should be made to 
achieve the CMPDIL macbine utilisation norms. 
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S.31 The Committee are perturbed to note that the availability of 
underground macbines had been very less as compared to the machines! 
equipments on the rolls. The Committee find this situation bighly 
unsatisfactory as after investing huge amount in plant and machinery, many 
of them were not available for utilisation. At the end of March, 1990" the 
availability was just 54 per cent and S3 per cent in case of CCM and ltoad 
HeaderlDint Header. Some of the equipmentslmachines were withdrawn for 
preventive maintenance and capital repairs. The Committee has go! an 
impression that system of preventive maintenance has not been streamlines 
properly in the coal companies otherwise there· could be no other reason for 
whieb a number of machines!equipments were 90t available· for working at 
a time. The Committee, accordingly, recommed that coal companies should 
streamline the system of prevelltive maintenance so that minimum. number 
of machines are away from the place of working as also aU the machines are 
attended for capital repairs after regular intervals. Taking note of the fact 
that coal companies are having over hundred well equipped workshops, the 
COllunittee feel that it should not be an impossible task. 

S.32 Even though the coal companies are having 119 well equipped 
workshops, repairs/maintenance of equipments/machines were being done 
tbreugh outside private parties. The expenditure incurred on repairs done 
tIIrough private parties increased from Rs. 31.77 -crores in 1987-88 to Rs. 
54.69 crores in 1989 .. 90. CIL has also planned to instal 13 more workshops 
III coal companies. The committee do not approve payment of such huge 
money to private parties particularly when the coal companies have .~ot 

thek own well equipped workshops. The Committee, therefore, reconnnend 
duat the repair/maintenance work should be restricterd to the departmental 
workshops and only in exceptional circumstances where departmental 
workshops are unable to carryout any complicated job, coal companies 
IIaouId be aUoweei to get it done through outside parties. 

5.33 The Committee ftnd that besides NEC, where hiring of heavy 
IIEMM Is unavoidable due to seasonal mining, ECL had also been hiring 
BEMM at considerable costs. The hiring cost of HEMM by ECL during the 
yean 1987-88, 1988-89 and 1989-90 was Rs. 41.65 crores, Rs 35.41 crores 
aad RI. 39.11 crores respectively. In this connection the Committee on 
PubUc Undertakings (1986-87) while examining the working of i3CL had 
10UDCI certain irregularities iD awarding work to private parties and had 
recomniended a probe in the matter by an independent expert body. In 
punuance of the Committee's recommendations the Government appointed 
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an Exp;rt Group to look into the various issues connedeci with ther hiring 
of HEMM by. ECL. Based on the Expert Group recommendations the 
government decided in 1988 to discontinue the hiring of HEMM in a phased 
manner within the next 3 years. The Committee were informed by the 
Department of ·CoaI that elL and ECL had been asked to totally stop the 
hiring w.e.f. 1.4.1991. However, reacting to the total stoppage of hiring 
chairman, CIL stated before the Committee that good quality of coal existed 
in the eastern sector in small and isolated patches and for that hired 
equlpments, were economical as compared to the departmental machinesl 
equipments. He also stated Jhat to replace the hired equipments, more 
investments ",;11 have to be made in procuring new machines fa~ing whicb 
there would be loss of production in ECL to the tune of about 4 minion 
tonnes annually. Coal Secretary also informed the Committee that coal 
companies had raised tbis problem and they were re-examining the maUer. 
The Committee desire that hiring of HEMM should be resorted to only in 
extra-ordinary circumstances where the capacity utilisation of internal 
machines had reached at an optimum level." 



CHAPTER-VI 

MAN POWER PLANNING 

A. Surplus Mtln Power 

. 6.1 The following table shows the manpower strength in elL vis-a-vis 
expenditure on manpower at the end of each of the last 5 years: 

Year 

1985-86 
1986-87 
1987-88 
1988-89 
1989·90 

No. of 
persons 

6,71.932 
6.75,115 
6,74,021 
6,70,440 
6,67,705 

Wage Bill 
(Rs. in crores) 

1548.93 
1827.26 
1952.74 
2302.84 

% of total Overtime 
cost of payment 
production (Rs. in crores) 

56 86.81 
S9 94.00 
55 106.49 
)5 169.60 

6.2 During examination of elL the Committee pointed out that elL 
had a large work force and enquired as to whether any study was 
conducted by elL to identify the surplus manpower in different coal 
companies. elL replied in a note that recently CIL had made detailed 
analysis on surplus manpower with a view to train the trainable lot for 
suitable deployment. Such surplus workmen were mostly in ECL, BCCL 
and eCL. Out of the total surplus 19518 workers, 13397 were female 
workers. Further age analysis indicated that workers below 40 years who 
could be taken up for trmning for alternative jobs were 12,099. 

6.3 In reply to an another question about manpower, CIL in a note 
stated that over a period of time due to modernisation and introduction 
of new technology a situation had arisen where in there were a surpluses 
and shortages; surpluses in unskilled and semi-skilled categories and 
shortage in skilled categories. Asked about the efforts made to. provide 
training to surplus staff with a view to redeploy them in areas where there 
were shortages, CIL in a note stated as follows:-

:~ 

99 
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"The process of identification and training is at hana for workers 
falling in the below 40 yeanr age group. Since 1989-90 and till 
Japuary, 1991, 2198 heads have been gainfully re-deployed after 
having being. trained as longwall face workers, electrician helper, 
mechanic helpe.r, motor winding mining sardar, survey mazdoor etc. 
There is however, limit~d scope for the women workers as they are 
to be provided work only till 6.00 P.M. and as per statute cannot be 
engaged in underground mine. Certain unconventional areas .like 
security guard, driver, switch board attendent,as well as ecology 
and afforestetion works have been selected for their deployment on 
a limited nial. Some other areas where they can be .tried have been 
identified as:-

(i) Office Peons 
(ii) Store Mazdoor 
(iii) Surface fan khalasis 
(iv) Road maintenance work 
(v) Water supply establishments 

(vi) Shale pickets in washeries and Coal Handling· Plants 
(vii) Civil· Engineering repairing works 

(viii) Midwife I Aya/Nurse 

In case of Central Coalfields where the surplus comprises of 5341 male 
workers and only 1520 female workers with only 686 head on age group 
above 40, they are being readjusted/redeployed against appropriate 
shortages in neighbouring collieriesl areas but resistance to movement from 
one colliery to another is coming in way of$e speedy redeployment. Coal 
India is trying to see that all the surplus work force gets gainfully deployed 
within next 2-3 years:" 

6.4 The Committee pointed out that coal companies had planned several 
new projects and enquired whether the surplus workers could be deployed 
in new projects I mines. Chairman, CIL stated as follows:-

"Yes. Much as we wanted to redeploy these ... surplus workmen in 
the new projects, there had been a positive resistence. Under the 
ageement, we have got to provide employment to the land losers. 
Not only that, in case of Sonepur Bazari apart from the land losers, 
they said for 33 pqcent of our requirements we can not bring people 
from outside but that we have to take from the local people." 

6.5 The committee also wanted to know as to whether CIL had 
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introduced any voluntary retirement scheme to reduce its manpower. CIL 
replied in a note that under the Voluntary Retirement Scheme introduced 
by the Company so far 3334 workers had taken voluntary retirement. 

6.6 The Committee further pointed out that at present the wage 
component was about 55% of total cost of production. Asked as to 
whether present level of work force was justificable, CIL in a written reply 
stated as follows:-

"As against the projected manpower of requirement of 6,90,7fIJ as on 
31.3.1990, the actual manpower is 6,67~705. The Coal companies 
have also been expandjng its activities and in that process maximum 
efforts have been made to redeploy the surplus manpower in newly 
developing projects as well as existing projects. The rise of production 
from 1978-79 wh~h stood at 90.05 million tonnes, with the manpower 
strength of 5,91,549 as on 1.4.1978 will indicate that while the 
production has been risirig over the years, there has been no 
corresponding increase in manpower. Rather, there has been a 
decrease of manpower to the extent of 3581 and 2705 during the 
years 1988-89 and 1989-90." 

6.7 In this connection Chairman, CIL also stated during evidence as 
follows:-

"This situation has come down ~ 9s at the time of nationalisation. 
We could not plan it as they bave done in the case of steel. Today, 
we have 18,000 surplus workers earlier we had 70,000 of them. 
Gradually we are controlling manpower. It is hardly 6 lakbs now. 
While the manpower situation has been controlled, production has 
gone up by 1000/0." 

6.8 The Committee also wanted to know the proposed steps to be taken 
to keep the manpower strength at desired level during the 8th Five Year 
Plan. CIL in a note stated as follows:-

"It is correct that the sub-group of working Group on coal and 
Lignite (for 8th Five Year Plan) has expressed the opinion that 
considerable scope exists for improving the productivity and reducing 
the projected manpower. The Sub-Group has recommended the total 
manpower of 7,070 for CIL at the terminal year of the 8th Plan as 
against the projection of 7,46,398. 

During the VIII Plan, large scale mechanisation in mines will need 
more skilled manpower for CIL & its subsidiaries. Thus, the 
emphasis from CIL is on training and upgrading the skills of the 
existing surplus deployable manpower. The companies have been 
advised to resort to recruitment only in critical categories with which 
the development of the projects or operation of existing projects ~ 
likely to hamper." 
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6.9 On being pointed out by the Committee that there had been cases in 
coal companies where the number of peop-l~ shown in payrolls were really 
not working, the Chairman, CIL stated during evidence: 

" At that tim~ before the. nationalisation or immediately after 
the nationalisation, there had been a tremendous induction of 
manpower. At th~t time we had nationalised 950 mines and had· ,only 
a handful of people of the erstWhile National Coal Development 
Corporation. So, it did take quite some time for us to formalise this 
manpower position. We did have these people and we used to call 
them badalis. Badali means a person who is working as a substitute 
for someone else. For identifying the surplus manpower, the first ever 
attempt was made by the Government of India around 1976-77 when 
they appointed the Baweja Committee. They did itlentify .surplu~ 
mJDPOw~r but I do not think they could have any scientific type of 
parameters to say that these are 'the surplus people. But today's 
position is ·that we have started supervising the manpower position at 
the Company level. So, further manipulation is not possible. We are 
also introducing the attendance recording, though there is 
tremendous resistance to it. This surplus manpower we have 
determined now is based on the norms that we have set up· for each 
of the mines." 

6.10 During examination of Department of Coal the Committee wanted 
to know as to whether the Department was keeping a close watch on the 
manpower strength of the company and whether the present level of 
manpower strength in coal companies was justifiable. Department of Coal 
replied in a written note as "follows·:-

"The manpower in CIL and its subsidiaries has remained almost at. the 
same level (around 6;70,000) during the past 6 years though the 
production of coal has increased from 134.11 million tonnes in 1985-
86 to 178.59 million tonnes during 1989-90 and the targetted 
production of 194 million tonnes during 1990-91. The production of 
CIL is targetted to reach at the level of 270.86 million tonnes during 
1994-95 i.e. 1000/0 increase over the production of 1985-86. As against 
this, the the working Group on Coal & Lignite for the 8th Five Year 
Plan has recommended a manpower of 7,06,670 for CIL by the 
terminal year of 8th Five year Plan (1994-95). The increase works out 
to about 5.4% only. This reveals that CIL are adjusting the surplus 
manpower against their additional requirements and are sanctioning 
additional manpower only when absolutely necessary." 

6.11 As regards the surplus labour, Secretary, Department of Coal also 
stated during evidence : 

" ..... We have kept a control over recruitment. We are not recruiting 
people, we are devising schemes like golden handshake and sOme 
people have taken advantage of them." 
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6.12 On the basis of certain press reports stating that World Bank 
(which was reportedl~ assessing the working of CIL) had asked to reduce 
the manpower strength of coal companies by 50,000, the Committee 
wanted to know the action taken or proposed to be taken on the 
recommendations of World Bank. The Department of Coal stated in a 
written note as follows 

"During discussions with World Bank ODe of the points which was 
discussed was ways and means to improve financial performance in 
coal sector. During discussions the modalities of redeployment of 
surplus workers from "mines thai are closed doWn due to exhaustion 
of reserves and reduction in unproductive manpower with a view to 
improving output per man shift was also discussed. With regard to 
productivity the following areas are receiving attention : 

i) An embargo has been put on increase of manpower unless 
absolutely unavoidable; 

ii) Identity cards are being issued to employees to check 
impersonation, false attendance and other irregularities; 

iii) B.Form registers are being checked for false enteries and 
persons who will be retiring in the current year and those 
who will retire in the next few years identified so that they 
could be retired on .time; 

iv) The concept of all-men-all-jobs is being tried on an 
experimentll basis. In some of the conventional mines, the 
workers are being enCQuraged to do more than one job." 

B. Payment of Over Time 

6.13 During the COUl'$e ot evidence of the representatives of CIL the 
Committee pointed out that while there was surplus manpower, the Coal 
Companies were paying overtime over Rs. 100 crores annually. Asked 
about the reasons for paying overtime of this magnitude, Chairman, CIL 
replied as follows:-

"Regarding overtime, whenever we employ people on holidays, we have 
got to pay them overtime as per the agreement with the Union. The 
weekly day of rest is fixed as Sunday and I CflIlnot change it. As the" 
figures indicate, there was perhaps lack of proper C9ntrol in the past. 
There was system in the Central Coalfields, Ranchi's Open Cast 
Mine, that if we needed a small group of people for . production 
purposes, all the workers had to be called, though tJ1ey were not 
required. We are now controlling these things. We have to face a lot 
of problems. We have d~cided that in the case of underground mines 
in the Eastern Coalfields, we will frot work on Sundays." 
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6 .. 14 ~laining the reasons for payment of overtime, CIL ~ated in a 
written note as follows :-

"The surplus manpower in CIL are mostly women work force and also 
those who are untrained and' unskilled. The deployment of workers 
on O. T. is necessitated due to the following reasons :-

i) In accordance with the provisions of Wages Agreement. Workes 
have to be paid O. T. in addition to the compensatory day of rest 
when they are deployed on Sunday and Holidays. In case of 
Sundays payment is made twice the normal wage and in case of 
Holidays payment is thrice of the normal wage. 

ii) People have to be deployed on Sundays and Holidays to comply 
with the Mines Regulation in respect of Statutory Inspection and 
maintenance. In addition, the work connected with ventilation, 
pumping etc. are of continuous nature and people have to be 
deployed to maintain these services. Major overhauling 
maintenanee and other miscellaneous works in the mine have to 
be carried out during week days as mine works for production 
continuously on 6 days. 

iii) CIL is maintaining large colonies where essential services like 
water supply, electricity supply, Hospital, Ambulance etc. ar~ to 
be maintained and people have to be deployed on all the 7 days 
in a week. 

iv) Security Guards have to be deployed on all the 1 days of the 
week in both industrial and non-industrial areas. 

v) Wagon loading is done on all the days of the week to utilise 
Railways wagon stock to the maximum extent. Also as a practice, 
Railways do not supply wagons at a fixed time but wagons have 
to be filled in within the stipUlated time limit· from the time of 
supply of wagons and, therefore, many a time workers have to be 
called beyond their normal duty hours for loading the wagons. 

vi) In case of breakdown of equipment, skilled workers have to be 
employed to attend to this breakdown and bring back the 
machine to use. When such skilled workers are employed beyond 
their normal duty hours, they have to be paid extra wages. 
Extra wages beyond the normal wages are booked under the 
head 'Overtime W.ages." 

6.15 Chairman, elL further informed the Committee that they were 
taking steps to check the payment of overtime. When asked about the 
saving made after taking various measures to reduce the payment of 
overtime, be stated :-

"About Rs. 20 crores this year." 
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6.16 The Committee also enquired from the Department of Coal 
whether the payment of overtime of over Rs. 100 crores annually was 
justifiable. Department of Coal stated in a written reply as follows :-

"The payment of overtime allowance is inescapable in certain cases 
such as deployment of workers on Sundays and Holidays to meet the 
statutory requirements of inspection, maintenance and to attend to 
·work connected with ventilation, pumping out of water from mines, 
major overhauling of equipments, water supply, electricity supply, 
hospital ambulance etc." 

C. Productivity -

6.17 The followtng table shows the per man productivity in CIL during 
each of the last 4 years: 

Year 

1987-88 
1988-89 
1989-90 
1990-91 
(projected) 
BICP Norms 
of Productivity 

Underground 

0.54 
0.57 
o.ss 
0.58 

0.59 

Open Cost Total 

2.65 1.08 
2.91 1.17 
3.08 ~.21 
3.37 1.30 

4.00 Mechanised 
3.00 Semi mechanised 
0.55 Manual 

(F1&. in tonnes) 

It may be seen from the above that productivity in underground mines 
has ~n stagnant during the last 4 years and productivity in 1989-90 was 
even less than it was achieved in 1988-89. This is also much less than the 
BICP norm of 0.69 tonnes. From the subsidiarY-wise details it was noticed 
that in ECL the per man productivity in underground mines ranged 
between 0.43 to 0.48 tonnes during the last 4 years. Similarly in BCCL it 
ranged between 0.47 ·to O.fiO tonnes during the same period. However, in 
Case of D.C. mines of NCL and SECL the productivity was much higher 
than the BICP norms where it ranged from 5 to 8.73 tonnes. 

6.18 As compared to the above, the following table shows per-man 
productivlty ill other coal producing countries 

(In tonnes) 
b 

touattin 1981 198fi 

AwtraJia Us) 18.07 

BeJaiwD 1.68 1.96 

~ ~.38 5.39 
~ 1.94 2.10 

'&plll 2.03 NA 



U.K. 
USA 
West~ 

2.26 
12.88 
2.92 

4.10 
15.68 
3.12 

• 
6.19 During evidence of the representatives of the CIL the Committee 

pointed out that per man productivity in underground mines was very 
low particularly in ECL and BCCL areas. Asked about its reasons, 
Chairman, CIL stated as foUows ;,. 

"In case of underground mines, the loader OMS has got to go 
up. The overall OMS depends upon that. Everything depends upon 
the number of tubs he loads. The rest of them are only for 
improvement in services. Normally, the loader OMS should be more 
'than 3 tonnes. Then only the position would become much better. 
They are not loading today more than 2 tonnes. For working fout 
days a week he gets more then what he was getting by loading three 
tonnes in six days a week. n is mainly because it is an arduous job. 
There is also absenteeism which is going up. It is very high in the 
case of loader category. It is around 40 percent to 45 percent." 

6.20 'the Committee further enquired about the reasons fot low 
productiVity in CIL mines as compared to other countries. elL stated in a 
written reply as follows :-

"Comparison of Coal India's OMS with other colJntries abroad win 
not 1}e fully correct for the following reasons -: 

i) UL is required to maintain a large number of WQrkshops in the 
field asweU as CeDtraI workshops. All the maintenance, major 
repairs aad reba~tatioo are done in these workshops. They 
employ substantial manpower. 

0) GIL maintains a number of hospitalS and dispensaries deploying 
very large lD8IlpOWer. 

iii) Other welfare activities like Community Centres, Roads aad' 
Housing Colonies need a large deployment of manpower. 

iv) MaiBtaining CQ8l transportation' fleet in certain Companies again 
is through their departmental manpower. 

v) Large strength of security personnel have to be maintaiDed. 

The above are few majot areas of non-productive manpower who are 
engaged in CIL. In countries abroad, sudI services are hired or bought-
out, and do not form parf of productivi~ calculations." 

6-.21 In this connection Olairinan, CIL also stated during evidence : 

"We have got around 30 percent -extra manpower for mainteDaDCe of 
buildingS, watctr supply and so on. Abroad nobody is provided with 
any facility, inc1udip", hn<:njt",l ~"t '-.--~ :4- ;co rh ..... h.", •• ~ .. 
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6.22 The Committee also wanted to know the steps taken or proposed to 
be taken by CIL to increase the productivity particularly in underground 
mines. ChairmanCIL replied :-

"So far, the underground mines, we are ta1cing action. Apart from 
that, we are introducing intermediate routes, medlanisation. For 
example, small conveyors etc. In the open cast. mines, the main thing 
in improving the productivity is improving the equipment, improving 
the capacity utilisation." 

6.23 During examination of Department of Coal the Committee pointed 
out that the productivity. in elL was much less than the BICP norms 
particularly in under ground mines of £<1 and BC~ areas. Enquired 
whether the Department had analysed the reasoos for it, Department of 
Coal stated in a written reply as follows;-

"The actual productivity (OMS) of underground mines being achieved 
in SECL and WCL is higher than the BICp norms of 0.69 tonnes. In 
CeL, BCCL and ECL, the overall OMS is much less than the BICp 
the overall OMS is much less than the BICp norm of 0.69 tonnes. 
While the loader's OMS is. being achieved by and large, the main 
reasons for low underground OMS in, these three companies are as 
follows :-
a) Old and extensive underground workings invelving 1011& travel 

distances; 
b) Shrinking working faces and coal companies' inability to provide 

new worJdng fronts due to slow main dip progress; 
c) Problem of- power shortages and frequent trippings particularly 

during the rainy season resulting in flooding of dip side workings. 
d) Heavy absenteeism (as high as 35 to 45%) amongst piece I1lted 

loaders; . 

e) High Time Rate/Piece Rate ratio." 
6.24. As regards the steps taken to increase the productivity in 

underground mines, Department of ·Coal stated : 
"Vanous steps that haveheen initiated tQr improving OMS in 

underground mines are as follows :-
a) Underground mines having low' OMS are being subjected 

to intensive study with a view to improving production and 
productivity. 39 underground; mines were specifically identified in 
1988-89 for intensive monitOring. 

b) Coal loading operations have been I are being mec~anised by 
. introduction of madliae& like Side Discharge Loaden (SDLS) 

and Load Haul Dumpen (UlDS) in selected underground mines. 
c) Greater emphasis is being given on. improving general 
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underground working conditions by providing better lighting, 
, better ventilation and other amenities like drinking water and rest 
, shelten as near to the working places as possible etc. 

d) Greater emphasis is being given on development through 
introduction of coal cutting machines, augers, jumbo drills etc. 

e) There is completed ban on fresh recruitment in time rate jobs 
except for highly skilled trades. Fresh recruitment including that 
of land losers is in piece rate category only. 

f) Preferential treatment is being given to piece rate loaders in the 
matter of allotment of houses so as to discourage absenteeism." 

6.15 The Committee lind that Coal companies are haVing over 6 lakhs 
employees and the wage bill of coal companies constitutes about ~5 percent 
of the total cost of production. The Committee also DOte that with the 
various IIle8SU1"es taken to restrict the increase in manpower strength like 
introduction of voluntary retirement scheme, CIL bas been able to bring 
dowD the total manpower strength from 6,75,115 in 1986-87 to 6,67,705 in 
1919-90. A recent study by CIL bas broagbt oul that there are about 19528 
sui-plus workers in the coal companies. They are mainly in EeL, BCCL and 
C~L. The study bas also revealed that out of over 19000 surplus workers 
tIaere are 13397 female workers who could not be employed in underground 
~aes. Efforts are reportedly being made to impart training to the surplus 
workers to redeploy ~m in productive Jobs. F'ui1her certain Jobs have 
~ iclentifted to ..,.,..,y the female workers. Cn. also informed the 
CoImaittee that" within nest 2-3 yean all the surplus wnrk force would be 
piDfuIIy re-deIoyed. The Committee recommend that for inapartina tnkling 
..... for re-deployment of surplus 'Workers iD productive jobs, a time bouad ..... ..,me should "be prepared and be meticulously followed. 

6.26 As against the projection of 7,46,398 work force by the coal 
eompamies by the terminal year of the Eighth Five Year Plan, the Worldag 
G..... on Coal and Lignite for 8th Plan bas recommended the total 
...... power strength at 7,86,070'. Further large scale mechanisation in mines 
wiD Deed more skilled manpower for wbicb coal companies are required to 
~ training to its employees. The Committee would like to etnpIuuiise 
tile Deed to. restrict the manpower strength of the coal companies as it is 
very much linked to their profItabiUty. The Committee also desire that to 
IDeet the demand of skilled workers, massive training programmes sbould 
be ......... in coal companies 10 that un-aldlled workers are upgraded in 
..... eatepries. This will DOt only help Ia"restricting the total manpower 
strengtb of the coal eompanies, bat it wID Idso help in the career prospects 
~·tbe employees I worken, wbIch Is elleDtial for enthusing the workers lor 
better perfOl'lll8DCe. 

'.27 The Committee are dIstreued to note that even though there are 
surplus workers in coal companies, cn. had been paying overtime 
aIIowaaceover Rs. 100 crores annually. The payment 01 overtime increased 
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from Rs. 86.8 crores in 1985-86 to Rs. 169.6 crores in 1988·89. The 
Committee were stunned to hear from Chairman, CIL that in certain mines 
all f.orkers were used to be called od Sundays even though a small group of 
workers was required tv attend the job. Admi~y there was lack of 
proper control. CIL as weD as Department of Coal have now tried to justify 
the payment of overtime on the plea that it was necessary for certain 
essential services which were required to be attended on Sundays and 
laoIidays like ventnation, maintenance, pumping out of water from mines, 
water I e1ectridty supply etc. The present practice of payment of wages 
twice I thrice in lieu of working on Sundays in addition to compensatory 
holiday is not Justifiable. The Committee desire that whUe flnallsinl wage 
-arrangements, workers representatives should be convinced that this 
practice. ~ apinst the economic viability of the coal companies ad 
abouId be stopped. The Committee on Public Undertakinp (1986-87) in 
their 15th. Report on Eastern Coalfields had also recommeaded that 
payment of overtime should be reduced to the Minimum by deploying the 
existing manpower in a scientific manner. The Committee once apia 
emphasise the need for preparing work plans I duty rosters in such a waf 
that workers are put on duty on Sundays and holidays by rotation and ID 
Deu of that they are given compensatory leave without making oy 
overtime I additional payment. Government I CIL should ensure that undue 
payment is stopped henceforth. 

6.28 The Committee are perturbed to note that per-man prodl;lctivity in 
uncIerground mines has been very low. As against the BICP norm of 8.69 
tonnes, per-man productivity in underground mines in CIL as a whole was 
OIIIy 0.55 In 1989·90. The position was sUU worse in EeL ad BCCL. 
Durin& the year 1987-88 to 1989-90 per-man productivity in undeJ'll"OllDd 
mines in ECL ranged between 0.43 to 8.48 tonnes ooly. SimParly in BCCL 
It ranged between 0.47 to O.SO during the same period. The Committee have 
been informed that the main reasons for low productivity in underp"ouad 
mbIes were diIIlcuIt working conditions as also absenteeism whlcb was as 
high liS 40 to 45 percent in some companies. Ia thisconnedioD the 
Committee have ·~mmended elsewhere in the Report that with a Ylew to 
reducing absenteeism, efforts should tie made to iinprove the quality of life 
of workers as also the working conditions. 

6.29 The Cammittee also find that whUe there ..... been improvem.t In 
productivity in open cast mines, the per man produtdvity In uaderpvund 
mines has not Improved much rather it decreased to 0.55 tonDe in 1919-. 
from 0.57 tonne iii 1988-89. The coal companies are reported to laave'takelL 
certain measures to Increase the productivity particularly ia underaroimd~ 
mines. The Committee desire that Cn. and Department of Coal should 
review and monitor the results of such measures and efforts should be made 
to achieve the productivity norms fixed by BICP. 
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FINANCIAL PERFORMANCE 

A. Coal Sale Outsttmdings 
7.1 At present nearly 800/0 of coal is consumed by the 4 major 

sectors, viz. Power Houses, Steel Plants, Railways and Cement 
Plants. Another 160/0 is consumed by organised industrial sector units 
of varying sizes numbering over 22,000. The balance 4%is -consumed 
by a very large number of consumers like brick burners and house 
holders through retailers and depot holders. The gross sale of CIL 
during the. years 1987-88, 1988-89 and 1989-90 ns Rs. 4398.47 
crores, 5600.09 crores and Rs. 6278.32 crores respectively. 

7.2 The following table shows the total outstanding dues of elL 
at the end of March, 1990 from various consumers: 

Sector Disputed Undisputed Total 

LOCO 31.53 17.59 49.12 
Power 671.57 1205.03 1876.60 
Steel 98.24 56.86 155.10 
Governmeat 15.46 46.36 61.82 
Others 1.17 19.94 21.11 

Total 811.97 1345.78 2163.75 

7.3 It may be seen from the above table that the total 
outstandings from the Power stations constitutes 880/0 of the total 
outstandings. Similarly, the disputed outstandings from the power 
~or also constitutes 840/0 of the total disputed outstandingS. 
Explaining the effect of non-realisation of huge dues, CIL stated in 
a note as follows:--

"CIL's performance would have been better, but for liquidity 
constraints created by non-.realisation of sales dues particularly, 
from the Power Sector. The total outstanding as on 31.3.90 is 
Rs. 2164 crores out. of which Rs. 1877 crores is _on account of 
Power Sector alone. This has severely impaired- CIL's ability to 
meet the interest and repayment obligation of the Government 
loan. Besides, this affects CIL's profitability adversely on two 
accounts namely, the - increased recourse to cash credit facilities 
~ulting in higher interest charges and higher incidence of 
interest on Long Term loans due to delay in payment. Also, 
the rebate available for prompt repayment of loan is lost." 

110 
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7.4 The Committee enquired about th~ r~. for buge outstand~ 
and disputed claims., elL in a written reply stated d follows:-

"The main causes for deduction and outstandings from the power 
sector are as under:-
a) Most of the SEBs in particular UPSEB, HSEB, MSEB cl.DVC 

are unable to make the payment because of their own financial 
enSlS. 

b) Despite various decisions at the highest level, SEBI in general 
have not taken steps ",ith regard to paymeD1-of outstanding dues. 
They have withheld substantial payment from elL for the 
following: 

i) Surface transportation charges. 
ii) Non-payment of washery Gr. III & IV coal as per the Govt. 

pricing notification. 
iii) Refusal to pay sizing charges and payment of 60:40 steam-

slack. 
iv) Besides the above, the power houses have been unilaterally 

making deductions OD ale. of 'freight, enroute shortage, 
oversize coal, statutory charges etc. 

c) Many of the SEB's have a tendency to withhold the payment on 
the pretext of some dispute or other." 

7.5 Asked about the efforts made by· elL to recover dues from power 
stations. elL stated in a note as foDows:- . . 

"Efforts made by Coal India to collect its dues from Power .Sector 
DId. 11Jter alia : 
a) Constant pursuanon and follow up by suPPlying companies with 

the concerned SEBs. 
b) From time to time coal supply to ~e consumer of the .PH has 

been suspended for limited period. However, in view of critical 
power Bitutation in the National Sector, it becomes difficUlt to 
suspend coal supply the the TPSs. 

c) AU Power House Units commissioned after 1.4.1989 are being 
supplied coal only against advance payment. It bas now been 
decided that aU new units commissioned after 1.4.1989 would be 
supplied coal only against advance payment or against Le. In the 
past Kaparkheda and Pampat wete s~pended supply of coal for 
non-payment of advance for their new units. 
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d) MiIrilUy oJ Programme Implementation is also takIag up for 
: resolving disputes between elL aad SEBs I Power stations 

relatiag to biDing, grading etc. i.e. disputed amount." 
CIL also stated: 

"Aamdiag to the direetive of Department of Coal with effect from 
1.4.1~ a syttem of linking supplies progressively to advance 
ptyment has been evolved (25'0 linkage in the 1st Quarter to 1<XrYo 
in the last quarter of 1990(91). Power stations are required to make 
balauc:e payment against supplies within one month of the submitting 
the biDs by the coal companies .......... However , most of the SEBs are 
dOt implementing the decision of the Government." 

7.6 As per decision of CIL Board ·taken on 20.12.1990 notices were to 
be given to power houses to make payment as per the latest Government 
directives and iD case of non-compliance of these guidelines bYvP0wer 
houses, coal companies could suspend the coal supplies. During the course 
of evidence of the representatives of CIL, the Committee enquired 
whether CIL suspended supply of coal to defaulter power houses, 
Gbairman, CIL stated as follows:-

"A major part of the arrears are with the UP State Electricity Board. 
Aad for their new Power Stations I have refused to give coal on 
credit. I have said that I will give coal on advance payment. Then 
there is a pressure from the Ministry, pressure from various other 
places that you just restore the supply." 

7.7 Duriog eumiDation of the Department of Coal the Committee 
" .. ted to know 81 to whether the matter regarding recowery of 
OU1ltUdia& daea from State Electricity Boards was take. up by the 
DepartmeDt with - respective State Government. Department of Coal 
replied iD a DOte that ia reprd to recovery of outstandia. ~es from SED • 
.. lter had been taken up at the level of Secretary Coal/Energy Minister. 

'.8 Regarding recovery of oatstanding dues, Department of Coal also 
stated: 

NJn View of reluctaac:e on the part of some of the State Electricity 
Boarda to make payments ..... dues of CIL the matter have been 
taken up with Miaistry of Fmauce for initiating appropriations of the' 
Central Plan FUDd for recovery of the outstanding dues of CR... 
Ministry of F11lUCe accordin8ly moved a Note for the consideration 
of Cabinet Committee on PoIitic:al Affaris for recovery of overduea of 
Central Undertakings incIadiDg CIL from Central Plan AIIiItaace of 
States. Cabiilet Coauiaittee on Political Affaris CODIldeted the 
proposal at their meeting held ia June 90 aDd deCided daltt 25% of 
tile ~pllted Oftld .. of Ceatral Undertakings at a pre-determine4 
date (dectded • 31-S-195JO) may ill the first iMtanee be adjusted 
against the CeDtral AJsiItance payable to the State Government for 
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their Plan schemes in 3 monthly instalments and paid to the 
respective Central Undertaking. According to this order out of total 
undisputed dues of Rs. 1093.42 crores due to CIL from SEBs as on 
31-5-1990, CIL received Rs. 273.36 crores." 

7 . 9 The Committee further wanted to know the steps taken by the 
Department to solve the problem of disputed claims particularly with State 
Electricity Boards where there were disputes in billing and grading etc. 
Department of Coal stated as follows:-

"Government has been continuously looking into the longstanding 
disputes between Coal India Limited and Thermal Power Stations 
relatinsz to billing and. gtading of coal. Committee of Secretaries had 
deliberated upon this issue at length in the meeting held on 15th 
May, 1990. As decided by Committee of Secretaries, Ministry of 
Programme Implementation have convened meetings of 
representatives of Department of Coal, Department of Power, CEA, 
Railway Board, BICP etc. to suggest a satisfactory me~od for 
~ttlement of disputes and a standing arrangements for autotnatic 
settlement of disputes relating to quality of coal etc. from time to 
time. Two meetings have already been convened by the Ministry of 
Programme Implementation and the work is in progress. 
2. Simultaneously, Department of Coal have suggested the following 
action plan on these issues:-

(i) Monitoring of settlement by SEBs of dues owed by them; 
(ii) Payment of interest at the rate of 2% P.M. for default of payment; 

(iii) Settlement of disputes by a Committee headed by Coal Controller: 

(iv) Joint sampling at the colliery end, and; 
(v) Discontinuance of coal supply to defaulting State Electricity 

Boaras. 

3. In the meeting taken by Prime Minister in February, 1991, it has 
been decided that the disputes regarding outstanding dues of Coal 
India on SEBs should be sorted out quickly and joint sampling 
arrangements should 'also be organised by SEBs." 

B. Cost of Production 
7.10 The following table shows the cost of raw coal production in various 

subsidiaries as well as in CIL as a whole during the last 4 years: 

Company 

ECL 
BCCL 

1986-87 

323.19 
304.07 

1987-88 

315.51 
326.15 

(in Rs. per toone) 

1988-89 

348 .. 61 
359.28 

1989-90 

451.27 
370.71 
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CCL 199.86 203.24 232.63 243.52 
NO. 110.49 132.47 130.93 134.49 
Wo. 193.64 207.53 235.22 257.88 
SECL 166.43 173.85 193.69 190.83 
NEe 4(17.26 405.02 491.89 557.58 
Overall CIL 221.54 229.46 252.91 264.69 

7.11 It may be seen from the above that the cost of production was high 
in case of ECL, BCCL and NEC. Asked about its reasons, CIL stated in a 
written note as follows:-

"In ECL and BCCL, the composition of underground production 
to total production is higher. In 1989-90, the composition of 
underground production in ECL and BCCL was 600/0 and 500/0 
respectively against 170/0, 31% , 43% and 33% in CCL, SECL, WCL 
and CIL respectively. NCL produces only from Opencast mines. Cost 
of mining coal by underground is generally higher than the cost of 
mining coal by opencast." 

7.12 As for the reasons for high cost of production in NEC, CIL stated 
that besides difficult mining operations, NEC/mines had a special feature 
of 15% higher wage structure compared to other mines. 

7.13 On being pointed out by the Committee that the cost of production 
per tonne in CIL as a whole increased from Rs. 221.54 in 1986-87 to Rs. 
264.69 in 1989-90, Chairman, CIL stated during evidence:-

" ...... Arising out of the various cost control and cost reduction 
methods employed, the overall performance of the Company in the 
last few years has improved substantially ....... .In th~ year 1989-90 
arising out of this and not out of the price that • have 
got-I989-beginning-we have turned the comer. Now, we have 
really gone on the plus side. Between 1985-86 and 1989-90, the 
increase in cost of production has been 23.7 perJent. This is against 
wholesale price index of around 33 pe~nt, wlltth means that the 
cost Qf production has been contained wen during the last few years." 

7.14 The Committee further enquired about the steps taken to keep the 
cost of production at minimum level. CIL in a note replied as follows:-

"Because of predominance of fixed expenses (which is around 950/0) 
in the total cost of coal production, emphasis is laid on improvement 
in production and productivity through achievement of performance 
levels set in the budgets. Besides, actual expenses are monitored and 
controlled within the budget." 

7 .15 During examination of Department of Coal the Committee pointed 
out that at present selling price of coal was fixed as per BICP norms and 
wanted to know whether the Department had analysed and compared the 
actual cost of production vis-a-vis normative cost of production. 
Department of Coal replied in a written note as follow~'-
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"The average Normative cost of production as worked out on the 
basis of BICP escalation formula is as follows:-
Normative 
Cost 
(Rs. per 
tonne) 

(Actual Cost 
of production 
(Rs. per 
tonne) 

Jan. 87 

201 

221.54 
(1986-87) 

Jan. 88 

240 

229.46 
(1987-88) 

Jan. 90 

278 

264.49 
(1989-90) 

Jan. 91 

299 

310.82 
(April-

Dec.90) 

Except for 1986-87 i.e. the year during which BICP study was 
finalised, the actual cost of production of CIL has been less than the 
Normative cost as worked out on the basis of BICP escalation 
formula. However, during April-December, 1990 period, the cost of 
production was higher than the normative cost due to heavy shortfall 
in production of CIL during this period." 

7.16 As against the above, selling price per tonne was as follows during 
the last 4 years: 

Year 
1986-87 
1987-88 
1988-89 
1989-90 

Selling .Price (Rs.) 
210.00 
212.39 
226.40 
249,00 

C. Working Results and Pricing Policy 

7~17Total investment by the Government in CIL and its subsidiaries as 
on 31st March, 1991 was as follows: 

(i) Paid up Capital 
(ii) Plan Loan 

Non-Plan Loan 

RI. in crores 
5713.31 
3362.61 
441.66 

9517.58 

As against the above investment at the end of Mareh~ 1991 cumulative 
loss of CIL asa whole stood at Rs. 2498.98 .crores. An· amount of Rs. 
1082.28 crores was due to be paid to Government as pnncipal and interest 
at the end of March, 1990. 

7.18 The following table shows the profit/Loss of CIL and its 
subsidiaries during each of the last 5 years. 

Profit/loss (RI. in (:rores) 

GPmpany 1986-87 1987-88 1988-89 1989-90 1990-91 

ECL (-) 142.19 (-) 48.74 (+) 33.75 (+) 76.43 (-) 42.74 
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Company 1986-81 1987-88 1988-89 1989-90 1990-91 

BCCL (-) 87.71 (-) 112.01 (+) 5.19 (-) 51.33 (-) 96.27 
CCL (-) 68.67 (-) 90.43 (+) 6.41 (+) 10.76 (+) 5.26 
No.. (-) 1.49 (-) 3.43 (+) 3.57 (+) 2.10 (+) 22.58 
Wo.. (-) 0.68 (+) 8.22 (-) 15.93 (-) 30.94 (-) 95.40 
SECL (-) 30.{)6 (+) 21.48 (-) 47.56 (-) 32.32 (-) 20.79 
CMPDIL (-) 1.21 (+) 1.44 (+) 2.42 (+) 2.42 (+) 2.06 
Cll./NEC (-) 2.16 (-) 1.37 (-) 0.73 (+) 0.35 (-) 27.87 

OVERALL (-) 331.75 (-) 224.64 (-) 23.36 (+) 80.13 (-) 253.17 
en. 

7.19 The Committee wanted to know the reasons for huge losses 
suffered by coal companies on account of which accumulated loSses rose to 
over Rs. 2000 crores. CIL in written reply stated as follows:-

"CIL and its subsidiaries suffered a cumulative loss of Rs. 2249.59 
crores upto 31.3.1990, in spite of increase in production and 
productivity. These losses are mainly due to the persistent inadequacy 
of the notified prices. Till July, 1979 elements on account of either 
interest or depreciation or return on equity or a combination of these 
were not considered wholly by the Government while notifying the 
coal price and there have been long delays in revision of prices. For 
example:-

(i) While notifying the price effective from 6.1.1984 depreciation 
and interest were not fully taken into account. 

(ii) The price of Rs. 219 per tonne effective from 23.12.87 was fixed 
after a study of normative cost by BICP. The normative costl 
price recommended by BICP was based on January, 1987 price 
indicated by wholesale price index. But the impact of interim 
relief to employees sanctioned by Government with' effect from 
1.1.1986 (Rs. 11 per tonne approx.) and the full escalations for 
1987-88 have not been provided in the notified prices. The 
normative price including escalations as per formulae 
recommended by BICP works out to Rs. 240 per tonne at 
September, 1987 price levels. As against this, ReM pnces 
effective from 28.12.1987 was only Rs. 219 per tonne. 

(iii) The normative price as per BICP formulae at June, 1988 price 
levels comes to Rs. 249/-. Government has notified coal price 
with RCM price of Rs. 249/- per tonne only from 1.1.1989." 

7.20 CIL also stated that the total losses since nationalisation on account 
of disallowance of cost items i.e. interest, depreciation and return on 
equity @ 100/0 worked out to Rs. 1314 crores. 
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7.21 Explaining the basis of fixation of coal prices presently, CIL stated: 
"Following an extensive study of cost of production.in Underground 
and Opencast Mines during 1985 to 1987, BICP recommended 
adoption of a pricing policy based on normative cost of production 
instead of actual cost. BICP defined certain norms of physical 
performance parameters. A return of 12% pre-tax on the investment 
was considered for arriving at the normative cost based price. The 
BICP also recommended periodic compensation fOf increase in the 
price of inputs through a well defined formula for escalation." 

7 .22 In the context of h':lge accumulated losses the Committee enquired 
about he anticipated rate of return on capital employed envisaged at the 
time of formation of the company and how it could not be achieved CIL in 
a written note/stated that at the time of formation of CIL, anticipated rate 
of reutrn on capital employed was not spelt out. Due to various reasons no 
return could be achieved by CIL in most of the years. However, there had 
been progressive improvement in the working results of the company 
during the last 5 years and during the year 1989-90 it earned a ·net profit of 
Rs. SO.13 crores. 

7.23 Asked about the steps taken to improve the working results of the 
company, CIL stated that the following steps had been taken to reduce the 
losses and to improve the profitability: 

(i) Improvement in availability and utilisation of heavy machinery; 
(ii) Increase in men productivity; 
(iii) All out efforts for achieving economy in expenditure of consum-

able stores & spares and other inputs; and 
(iv) Steps initiated for redeployment of surplus manpower and restruc-

turing employment even to vacancies created through natural 
wastage. 

7.24 In reply to a question about controlling the cost of production; CIL 
stated that during the last 4-5 years increase in the cost of production had 
been less than the rise in whole sale price index. Emphasising the need 
for price revision as per BICP formulae, Chairman, ClL stated furing his 
evidence before the Committee: 

" ..... The budgetary support for the plan projections and estimates 
which used to be 100 pereent about five years age is now almost 35 
percent. So, around 60-65 percent I have to get from my internal 
resources and by external assistance, like floating of bonds and by 
inter-corporate financing as well as by Fixed Depo~;t Scheme. We are 
trying to get funds from various quarters. We areaw,,:e of the fact 
that even the 35 percent will come down. We arc planning it 
accordingly and at appropriate level .... Based on the BICP's study, it 
has fixed certain effidency norms and parameters. There had been 
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some sort of normal escalation apart from the budgetary inflation etc. 
The BICP has provided for compensating for this escalation. Without 
touching the basic price. Even today, I am being paid for at June 
1988 price. Any fiscal programme that we make would depend on 
this because there is little by which you could absorb this 
escalations. " 

7.25 During examination of Department of Coal the Committee pointed 
out that coal companies were having accumulated losses over Rs. 2000 
crores and wanted to know as to what according to the Department were 
the main reasons for heavy losses suffered by the Coal Companies. 
Department of Coal replied in a written note as follows: 

"The main factors which have contributed to the losses in Coal India 
Limited are summariSed as under: . 

(i) Legacies of Pre-nationalisation era, particularly unscientific 
and haphazard mining operations. 

(ii) Increase in wage and of large investments for social/welfare 
amenities. 

(iii) Conscious decision of the Government to keep the administered 
price of coal at a level power than that warranted by cost of 
production. 

(iv) Increase in production of low grade coal in total production. 
(v) Non-settlement of dues by coal consumers leading to increased 

working capital requirements of coal companies and consequent 
burden of interest charges. 

(vi) Heavy capital investments and consequent depreciation and 
interest burden-long gestation period of projects-cost over-
runs. 

(vii) Low productivity of labour and machines. 
(viii) Problem of logistics in movement of stocks-ieading to high 

stocks being built up in a number of mines-capital gets looked 
up." 

7.26 Asked about the directions I instructions issued by the Ministry from 
time to time to CIL to improve the profitability of the Coal companies, 
Department of Coal replied in a note as follows: 

"Government have issued instructions from time to time to Coal 
India Limited to improve its profitability. Some of the important 
instructions issued in this regard are mentioned below: 
(i) At the instance of directives given by Group of Ministers in 

December, 1986, Cabinet Secretariat had undertaken an exercise 
to determine parameters and measures to be undertaken for cost 
reduction and improvement in efficiency in critical sectors of 
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economy including coal. The subsequently, a Committee of 
Secretaries in its meeting held in March, 1988 decided that on 
the basis of this exercise, each Department Will take action to 
operationalise these suggestions. The note finalised by the 
Department in respect of the coal sector contained suggestions 
like planning of new projects with-high OMS, re-organisation 
of existing mines to improve productivity, improvement in 
equipment utilisation, more efficient use of inputs through better 
materials management, energy conservation and improved 
monitoring etc. for cost reduction and improvement in efficiency. 
An annual Action Plan is formulated every year with a view to 
operationalising these suggestion. The cost reduction plan is an 
integral part of the Annual Plan. These plans are closely 
monitored by the Department. 

(ii) A series of meetings were held at the level of the Minister with 
senior executives of CIL in June, 1988 to improve the. efficiency 
of operations, to reduce the cost of production and to improve 
the productivity. On the basis of these meetings CIL had drawn 
up an Actipn Plan for reducing the losses over and above what 
was built into their budget estimates. Such exercises are being 
taken up by CIL every year to reduce the cost of production and 
improve profitability. 

(iii) Meetings are held at the level of Secretary (Coal) with the Chief 
Executives of Coal Companies from time to time to review the 
progress of implementation of projects with a view to reducing 
time and cost over runs in project implementation. Meetings are 
also held with the chief executives of the major suppliers of .plant 
and equipment for the coal sector projects with a vieW to 
reducing del~ys in supply of equipment. 

(iv) Instructions were issued to CIL and its subsidiaries in August, 
1990 to effect economy in the consumption of petrol/diesel in 
the vehicles, including staff ears. According to these instructions, 
consumption of petrol/diesel in 1990-91 is required to be reduced 
by 20% over the consumption during 19,89-90. 

(v) Secretary, Coal, wrote to CMD, CIL and CMOs of all 
subsidiaries in September, 1990 directing them to place a 
complete ban on the creation/upgradation of posts, reduce 
administrative costs, dispense with hiring of advisers/consultants 
and to restrict expenditure on non-project work to 1988-89 levet. 

(vi) With a view to reducing losses in CIL, a non-plan loan of about 
Rs. 432.64 crores was converted into interest free loan. 

2. As a result of these measures undertaken by Government, the 
losses in CII; have been declining in the recent years. Against the 
total losses of Rs. 224.64 crores in 1987-88, the los.~s were reduced 
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to Rs. 23.26 crores during 1988-89. During the last year, the company 
has made a net profit of Rs.80.13 crores. This is also to be noted 
that the increase in the cost of production in CIL during the period 
1985-86 to 1989-90 at 23.700/0 has been lower than the increase of 
33.09% in the wholesale Price Index." 

7 .27 In reply to a question about the role of Government Directors,· 
Department of Coal stated that they were satisfied with the role of 
Government Directors on the Board of CIL and its subsidiaries. 

7.28 Enquired further whether the Department was getting regular feed 
back from the Government Directors, Department of Coal stated in a note 
as follows:-

"Yes, Sir. The Secretary (Coal) regularly meets the senior officers 
of the Department twice every week and reviews all important issues 
relating to the coal companies. At such meetings, important decisions 
of Board of Directors on which these officers represent the 
Department, are reviewed and follow up action decided upon. The 
Government Directors also seek guidance and advice of the Secretary 
(Coal) on important items before the Board meetings." 

7.29 The Committee pointed out that according to CIL the main reason 
for huge accumulated losses was non-revision of prices of coal in time. The 
coal prices were based on a normative cost study done by BICP and last 
revision in coal prices w.e.f. 1.1.1989 was based on cost of inputs upto 
June, 1988 only. The BTCP also recommended periodic compensation for 
increase in the price of inputs through a well defined formula for 
escalation. Asked as to why it had not been possible to compensate 
the increase in cost of inputs as recommended by BICP, Secretary, 
Department of Coal replied as follows:-

"Earlier the price revisions used to be determined between 
the Department of Coal and the Ministry of Finance. There was no 
scientific examination of the various issues involved. In 1985-86 the 
BICP was entrusted with this task and the BICP has made an indepth 
study of 57 mines and they have made their recommendations based 
on their study of these 57 mines. They have also based their 
recommendations on the escalation pattern of inputs and also on the 
efficiency norms which they should obtain in the coal mines and 
should be fulfilled by the coal industry. On that basis they have given 
a pricing. We have revised the prices in the year 1989 January based 
on the BICP formula. Where we have slipped is that they had 
indicated certain escalations which should be given automatica)Jy. 
Though. the escalations are incorporated in our proposal, yet the 
Government has not taken a decision to go ahead with the price 
revision. " 
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7.30 In reply to a further question about the possible impact of coal 
prices on the overall economy he stated:-

"It (Government) is not able to make up its mind because of 
the cascading effect. Also in the last couple of years they have had a 
feeling that this was not the opportune time for revision of prices. We 
had been formulating our proposals; but the opportune time did not 
come. In fact we have been reminding that this is an important issue 
which should be looked into." 

7 .31 The coal prices were subsequently revised by the Government in 
December, 1991. 

7.32 On being asked about the suggestions to improve upon the present 
pricing policy, CIL submitted the following suggestions for 
consideration :-

(i) BICP accepted in principle the gross calorific value content 
in various grades of coal as the appropriate basis for the purpose 
of distribution of the average price to various grades of coal but 
the prevailing prices are based on distribution of the ave~age 
price to various grades of coal on the basis of current limit of 
useful heat vlaue (UHV). It is, therefore, suggested that 
Government of India may accept in principle the distribution of 
the average price to various grades of coal on the basis of gross 
calorific value instead of useful heat value in various grades of 
coal, as already accepted in principle by BICP. 

(ii) There are number of coal projects which have been taken up in 
the overall national interest, to provide coal to particular Super 
Thermal Power Stations like Rajmahal Khadia etc., even though 
some of these projects are showing substantial losses even at the 
planning stage. BICP had recommended that all capital projects 
linked to the specific power stations coming up after 1.4.1987 will 
have a price structure based on actual cost arrived at on a 
normative basis with adequate return on investment. This 
requires acceptance by the Government. 

7.33 Asked about the Government reaction to the above suggestions of 
elL, Department of Coal replied in a note as follows:-

"The suggestions (i) above is under consideration of the Government. 
Suggestion (ii) cannot be agreed to as dual price structure for coal is 
not considered practical. ,. 

7.34 The Committee find that coal companies are experiencing difficulties 
in collecting dues from main consumer sectors viz. Power, Houses, Steel 
Plants and Railways. The total outstandings of CIL as a whe·le stood at 
Rs. 2163.75 crores at the end of March, 1990 and out of this Rs. 1876.60 
crores were due from Power Sector alone which accounts for about 88 
percent of the total dues. According to ell... non-recovery of dues in time 
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bad severely aft'ected their profitability. This also aft'ected CIL ~bility to 
repay their loans and interest in time on account of which incidence of 
interest increased considerably. CIL also brought to the notice of the 
Committee that State Electricity Boards did not make payment on account 
of their own financial crisis. Various steps are stated to have been taken at 
the level of CIL/Department of Coal/Energy Minister to recover the 
outstanding dues. Coal Companies have decided to supply coal against 
advance payment to new power houses commissioned after April, 1989. 
Coal Companies have also decided to suspend the coal supplies to the 
defaulter power houses. However, this did not work as reportedly there 
were pressures from the various levels to restore the supply. From the year 
1990-91, the GovernmeBt has also decided that 25 % of the undisputed 
daims wiD be adjusted against the central assistance payable to the State 
Government schemes in 3 monthly instalments. Under this scheme, CIL got 
about Rs. 273 crores upto February, 1991. The Committee would like the 
Government to provide all necessary help to coal companies in timely 
recovery of their dues from various sectors particularly the State Electricity 
Boards. As proposed, appropriate rate of interest should also be charged 
from the defaulters. 

7.35 The Committee han' also been informed that State Electricity Boards 
have a tendency to withhold the payment on the pretext of some dispute or 
the other. The disputed areas for withholding of payment by SED's are 
stated to be due to surface transportation charges, non-payment of washery 
coal as per Government pricing, refusal to pay sizing charges and making 
unilaterally deductions on account of freight, enroute shortage. oversize 
coal, statutory charges etc. On account of these disputes, disputed claims 
stood at Rs. 818 crores at the end of March, 1990 which is over 1/3 of the 
total outstanding dues. The Department of Coal has now informed the 
Committee that the Government has been continuously looking into the long 
standing disputes between CIL and thermal power stations and as per the 
decision of the Committee of Secretaries, Ministry of Programme 
Implementation has been asked to sort out the problems relating to billing 
and grading of' coal. The Ministry of Programme Implementation alongwith 
representatives 01 Department of Coal, Department of Power, CEA, 
Railway Board and BICP etc. has taken up the mattei to suggest a 
satisfactory method for settlement of disputes and a standing arrangements 
lor automatic settlement of disputes relating to quality of coal etc. from time 
to time. The work was reported to be in progress. The Committee desire 
that the Ministry of Programme Implementation should be asked to expedite 
the matter and give their fmdings / recommendations within a short specified 
period. The Committee would also like to know the progress in the matter 
within 3 months of the pr~ntation of this Report. 

'.36 The Government bas also suggested some action plan to resolve the 
disputed claims and one of the steps suggested by them is having joint 
sampling system in the collieries. The Committee hope that this system of 
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joint sampling (i.e. having representatives of coal companies as also of user 
sectors at the time of loading of coal) wUl reduce the disputes considerably 
and accordingly recommend that this should be implemented in aU despatch 
points at the earliest. 

7.37 The Committee note that the cost of production varies in differtnt 
subsidiary companies. The cost of production was very high in case of ECL, 
RCCL and NEC. As against the average cost of production of Rs. 264.69 
per tonne of CIL as a whole during the year 1989-90, the cost of 
production in ECL, BCCL and NEC was Rs. 451.27, Rs. 370.71 and 
Rs. 557.58 per tonne respectively. The Committee were informed that these 
companies mainly consist of underground mines and the cost of production 
in underground mines was more as compared to open cast mines. Besides, 
in NEC the wage structure was higher by 15% due to difficult working 
conditions. The Committee were also informed that during the years 1985-
86 to 1989-90 with the various measures taken to control the cost of 
production, the coal companies have been able to restrict the increase in 
cost of production to 23.7 percent as against the increase of 33 percent in 
wholesale price index during the same period. The Committee, however, 
regret to note that the actual cost of production was higher than the 
normative cost arrived at by BICP norms in 1986-87 and 1990-91. As 
against the normative cost of Rs. 201 per tonne in 1986-87 the actual cost of 
production was Rs. 221.54. Similarly in 1990-91 (upto December, 1990) as 
against the normative cost of Rs. 299, the actual cost was Rs. 310.82. This 
is reported to be due to less production as against the targets fixed for the 
year 1990-91. The Committee, therefore, recommend that necessary steps 
should be taken to achieve the production targets so that cost of production 
remains within the norms fixed by BICP. The Committee also desire that 
coal companies should review their cost control systems and wherever 
Decess&fy, it should be strengthened further. 

7.38 The Committee are distressed to note that as against the investment 
of over Rs. 9,000 crores in elL and its subsidiaries by the Govenment, the 
cumulative loss of CIL as a whole stood at around Rs. 2500 crores at the 
end of March, 1991. Due to heavy financial losses, CIL has been unable to 
repay loans and interest to the Government. At the end of March, 1990 
over Rs. 1000 crores was due to be paid to the Government. CIL has 
attributed this sorry state of affairs due to inadequacy of notified prices or 
delay in affecting price revision. Whereas, Department of Coal has informed 
the Committee that accumulation of huge losses is due to various factors viz. 
legacies of pre-nationalisation era, increase in wage and large investment for 
welfare, increase in proportion of low grade coal, non-settlement of dues by 
coal consumers, heavy capital investment, cost over-runs, low productivity 
of labour and machines and high level coal stocks. The Committee have 
already given their observations/recommendations on these f~ctors in earlier 
Chapters of the Report. 

7.39 The Committee find that prior to January, 1984 the Government 
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was not compensating certain cost inputs like depreciation and interest. 
Since 1986-87 the coal prices are being fixed on the normative cost study 
done byrBICP in 1985. The coal prices are fixed on the basis of normative 
cost based on BICP study after making a provision of 120/0 return on capital 
employed. The BICP also provided a scientific formula for compensating the 
increase in cost after periodic intervals. The Committee were informed by 
Chairman, CIL during evidence that there have been delays in effecting 
price revision of coal and coal companies were incurring huge losses on this 
aceount. The Committee have now learnt that coal prices have been revised 
w.e.f. December, 1991. The Committee would like the management to make 
all efforts to curtail the cost of production so that coal companies are able to 
wipe out their losses. 

7.40 About pricing, CIL has suggested to the Government to fix the coal 
prices on gross calorifIC value content in various grades of coal instead of 
prevailing system of flX8tion of coal prices on the basis of useful heat value 
(UHV). This was also agreed to by BICP. CIL also brought out that certain 
coal projects in spite of their non-viabiUty have been taken up by the coal 
companies in overall national interest. In this regard BICP had 
recommended that coal supplied to power stations installed after 1.4.1987 
should have price structure based on nonnative cost with adequate return 
on capital employed. The Committee have been informed by the 
Department of Coal that while fixation of price on the basis of calorific 
value content is under consideration of Government, suggestion for project 
based pricing is not considered practical. The Committee recommend that 
the Government should consider these issues which have approval of BICP 
and take a decision in tbe matter at the earliest. 



CHAPTER VIU 

GENERAL 

A. Slate of Mining Technology. 
8.1 The Committee wanted to know the present state of technology 

available in Coal Companies. CIL in a note stated as follows:-
"In Coal India, extraction of coal is done by both Underground and 
Open cast methods. Opencast mining received greater emphasis owing 
to its lower gestation period, concentrated high rate of extraction, 
productivity, safety, high recovery and comparatively higher potential 
of the technology for improved results. In Open cast mining, Shovel-
Dumper combination is predominent. In some mines Draglines are 
also in use for removal of over burden. 

In Underground mining, Bord and Pillar system is the prevalent 
method of working. The final extraction in Bord and Pillar working is 
done either by caving or in conjunction with sand stowing. Although, 
manual method of loading of coal at the faces is still most common, 
mechanised loading with Side discharge Loaders and Load Haul 
Dumpers is also introduced in a number of mines progressively. For 
liquidation of developed pillars in thick seams, Blasting Gallery 
Method has been introduced in selected mines. Long Wall method of 
mining is introduced in some of the mines where suitable geo-mining 
condition exists. Such Longwall Faces are working with Support 
System of individual props and in some mines with Hydraulic 
Powered Supports. This technology ensures high rate of production 
with higher percentage of recovery. Some special methods are also 
under trial in UG mining, such as Hydraulic Mining, Flexible 
Roofing, Descending Shield Method etc." 

8.2 The Committee enquired about the present R&D activities and the 
system of inter-action with the other Research institutes. Chairman,. elL 
stated during evidence as follows:-

"Apart from the in-house facility that we have. our CMPDIL is doing 
a good job but they are not totally equipped to do all the jobs by 
themselves. Therefore, we have got one Standing Scientific Research 
Committee, which is headed by the Secretary, Department of Coal 
himself. in view of its importance. I am a I\!e!Dber of that 
Committee. We have also associated the Central FUt.J Research 
Institute. the Centrai Mining Research Station, the Banaras Hindu 
University and various other educational institutions and research 
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organisations. We meet once in three months to prepare our annual 
plan and review it in between. This is the system. The budget 
allocation is not that much high as it should have been. We are 
spending Rs. 13 or Rs. 15 crores per year." 

8.3 On being asked by the Committee as to whether present state of 
technology was adequate to exploit coal reserves scientifically to its optimal 
level 7 CIL replied in a note as follows:-

"From. the time of nationalisation, actions are being taken 
for updation of technology in order to improve upon exploitation of 
coal reserves so as to reach the optimum level. The aim has been to 
keep pace with the rapid increase in the growth of coal demand from 
various Sectors. Emphasis was laid on opencast mining w!tich has the 
advantage of lower gestation period and higher potential for rapid 
production growth. A fair level of growth has been achieved in such 
working where production has increased from the level of 20.77 Mt. 
in 1974-75 to 133.54 Mt. in 1990-91 with introduction of latest 
technology. It has been made possible to ensure exploitation of coal 
reserves at optimum level. 

In Underground mining updation of technology is quite difficult 
and bas long learning period. In line with current practice followed in 
other developed countries, Longwall Powered Support has been 
introduced which ensures optimal exploitation of coal reserves. 
However, operation of such technology is faced with various 
problems. 

There is gradual shift toward mechanisation in underground mining 
with introduction of intermediate technology using Side Discharge 
Loaders and Load Haul Dumpers. This has ensured higher level of 
production performance. 

Although. fair amount of success has been achieved in the opencast 
operation in this country, satisfactory success in underground mines is 
yet to be achieved." .-:. 

8.4 Details of expenditure incurred on upgradation of technology / 
transfer of technology and on R&D actiVities during each of the last three 

years is as follows:-
Year Expenditure (in Rs. Lakhs) on 

1990-91 
1989-90 
1988-89 

(Expenditure 

Technology 
upgradation I 

transfer 

R&D 
activities 

1011.43 462.84 
296.89 654.54 
393.06 838.18 

on technology updation / transfer of technology does 
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not include expenditure on procurement, installation etc. of 
equipment & other construction activities in connection with 
introduction of new technologies like Blasting Gallery Method, Shield 
Mining, Flexible Roofing Method. Powered Support Longwall faces 
etc.) 

8.5 As regards the benefits of the R&D expenditure. CIL in a note 
stated that a good number of R&D projects had been completed and had 
found gainful application in the industry. 

8.6 In reply to a question about the system of updating the technology, 
the witness stated: 

"CMPDIL is the focal point; repository of all information relating 
to technological improvement taking, place anywhere in the world. 
Now, they are getting information even from China." 

8.7 Asked as to whether mining conditions in the countries comparable 
with other countries, the witness informed:-

''In some mines conditions are comparable. But in many mines, 
our conditions are different and difficult as compared to elsewhere in 
the world." 

8.8 The Committee enquired as to whether the ~ndigenous technology 
for coal exploration was comparable with other coal producing countries. 
Chairman, elL stated as follows:-

"With regard to the opencast mining. we can compare ourselves with 
any advance country. But in regard to the underground mining. we 
are still experimenting regarding various methods available in other 
countries ... 

Explaining it further ell in a note stated as follows:-

"In Opencast mines. technology acquisition is to some extent 
comparable with the major coal producing countries of the world. 
However. SO(Tle scope still remains for improvement of opencast 
performance further. A majority of the opencast equipment are now 
being manufactured indigenously. However. for some large capacity 
mines more hi~h capacity open cast equipment-such as 20 Cu.m. 
Shovel. 170 T. Dumpers. etc. are being introduced after resorting to 
import. 

In Underground mining. although. longwall technology has been 
introduced in some of the mines as practised in deveioped countries. 
the performance is yet to he of the order of other highly developed 
countries. The state of indigenous technology in other Underground 
mines is yet to reach the standard of other major coal producing 
countries ... 

8.9 Besides in-house R&D activities. coal companies entered into foreign 
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collaborations / consultancy. The total expenditure on foreign 
consultancy from 1986-87 to 1989-90 was as under:-

Year 

1986-87 
1987-88 
1988-89 
1989-90 

Rs. (Lakhs) 

165.80 
581:14 
202.67 
272.47 

8.10 Asked about the benefits accrued from various foreign 
collaborations / consultancies. CIL in a note stated as follows:-

"The benefits accrued and expected to be accrued with 
foreign collaboration agreements can be summarised~ as-

i) Increase in the capability of mine planners for 
preparation of detailed project reports for large capacity 
opencast and underground mines. 
ii) Acceptance of longwall system of mining as mass 
production technology based on improved safety, 
productivity, minimising the waste of coal from conservation 
angle etc. by the operations. 
iii) Introduction of new mining methods such as 'Blasting 
Ga]lery'. 'Sub-level Caving' • 'Multi-lift longwall Mining'. 
Hydraulic mining', Flexible Roffing', Shield mining', etc. to 
achieve higher rate of recovery of coal apart from higher 
production / productivity. 
iv) Construction of large capacity Opencast· mines and 
Underground mines. 
v) Development of tralOlOg skills, change of outlook for 
planning and operation of high capacity mines consistent 
with the present global approach etc. 
vi) Introduction of inpit crushing plant with mobile crusher, 
a new technology in open cast mines." 

B. Environment Consciousness 
8.11 The Committee wanted to know whether there was any 

awareness of environment consciousness in coal companies. In a note 
furnished to the Committee elL Stated:-

"In order to create consciousness for management of 
environment and to monitor the steps taken to mitIgate 
pollution. subsidiaries of elL have set up multidisciplinary 
Environment Management teams. The objective being:-
i) Incorporation of environment management control measures in 
projects as well as existing mines. 
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ii) Implementation of various steps of enVIronment management and 
pollution control measures. 

iii) Ensure generation of ambient date for air, water, noise and other 
pollution elements. 

iv) Technical and biological reclamation of derelict land. 

v) To reserve ecological balance to a level equivalent to higher than 
the pre-mining level. 

With stress on environment management gaining momentum, 
submission of a full fledged Environment Management Plan (EMP) 
conforming to the guidelines provided by the Ministry of 
Environment and Forests, Government of India, is a pre-requisite for 
any project to be considered by the Government for approval. 

The Environmental Impacts likely to take place during and after 
operation of a coal project, the mitigation measures to contain the 
impacts within prescribed tolerance limits and the inputs which are 
required in terms of man, machine and money are scientifically 
assessed and described in these EMPs. The EMP's also include 
systems management of various wastes which are produced in the 
process of mining and mining related activities. Sand stowing is one 
of the protective works undertaken to have better control of the 
strata which is destabilized by extraction of coal underneath. Tree 
plantation is done over reclaimed mined-out and other dereliot or 
waste lands available in an around mine units. This has direct 
advantages of control of airborne dust and noise levels. Development 
& patenting of Technology for production of Special Smokeless Fuel 
(SSF), Implementation of Projects to control a number of coal mine 
fires, successul application of Hydropneumatic stowing to stabilise 
unsafe decoaled areas" massive tree plantation work are some of the 
environmental achievements of CIL and its subsidiaries in the 
immediate past, establishment of Environment & Occupational 
Health Institute, observance of Environment Weeks, healthy 
competitions on Environmental themes etc. are on the agenda in the 
recent years." 

8.12 As far the progress made in regard to implementation of the 
environment plans, CIL in a note stated as follows:-

"Progress of work on Environment Management is as given below: 

1. Generation. of base line data 

Coalfield wise generation of base line environmental data in 
respect of air, water, noise pollution is being carried out. 
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2. Dust Suppression 
Various method of dust controls at Haul Roads in Open Cast 

Mines by using different chemicals in water sprays were and are 
being tried. 

Air pollution by vehicular emissions is being mitigated by 
reducing traffic density, construction of ring roads, improving 
existing roads & making new roads. 

Generation of suspended particulate matter is being controlled 
by regular water sprinkling at Haul roads of O.C. Mines, Dust 
extraction during drilling operation, rationalisation of blasting, 
reduction of road traffic at surface by providing conveyor 
transport etc. ESP is being provided in a new captive power 
plants under construction. 

Sumps in underground mines, pit reservoirs at incline tops and 
lagoons in the drainage system are being provided to reduce 
suspended solids in the mine water discharged within prescribed 
limits. 

3. Reclamation of existing OB dumps· 
The old dumps are being reclaimed biologically so as to make 

them ecologically useful and productive. This will also help 
reduce erosion by air and water erosion. In all the new project 
reports a comprehensive stage reclamation schemes are being 
provided to ensure physical and biological reclamation of land 
damaged. 

4. Sand Stowing 
Land degradation due to extraction of coal by underground 

mining in thick seams at shallow cover and below surface features 
and fires is being minimised by sand stowing and by judicious 
strata control measures. 

S. Soft CQke Manufacture 
Soft C..oke produced by traditional method of open burning 

method creates atmospheric pollution. As an alternative to this 
tecbnology enterpreneurs are encouraged to set up special 
smokeless fuel plants (SSF) for which necessary technical know-
how is being provided by CIL. Although SSF is not a 
replacement of soft coke, this will reduce air pollution. 

6. Hard Coke Manufacture 
Hard Coke is produced in LP & BH Coke Ovens. In such 

plants, water pollution is being mitigated by recycling affluents 
and using them for quenching in B.P. Ovens. 
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The existing chimneys of BH Ovens produce high suspended 
Solids ·and cause air pollution Chimneys of BH oven at one of the 
existing plant at Bhowrah in BCCL has been modified to reduce 
air pollution for which study trials are being done by CFRI and 
Bihar State Pollution Control Board. 

7. Washeries & Liquid affluent treatment 
In all the washeries close circuit liquid affluent .treatment plants 

have been provided which propose '0' affluent discharge. 
In other coal projects, schemes are proposed to treat affluent 

from workshops, CliPs and recycle the water so as to minimise 
the water pollution. In order to check erosion and consequent 
pollution of rivers in the coalfields areas sedimentation lagoons 
are being provided. Surface run of water from the mined out area 
and OB dumps wOlild be treated before they are discharged. 

8. Air 
All the drills are being provided with dust collectof$. The 

CHPs are provided with in built dust control system. The 
conveyors are enclosed so as not to generate dust. 

9. Land reclamation 
In all the EMPs reclamation of land is an integra1 part of the 

plan. Care is beiIl8 taken to conserve top soil so as to maintain 
the fertility status of the reconstructed soil. Necessary equipment 
and capital requirement for these are being provided in the 
Project Reports. 

10. Tree PlantatIOn 
The company has embarked on an ambitious and massIve 

scheme for tree plantation which successfully controls the air 
pollution, .water pollution and tries to maintain the ecology in the 
area. Tre~ plantation has been done on OB dumps, on the sides 
of roads in the industrial areas and in the vacant land within the 
area. All steps have been so maintained that they are ecologically 
appropriate with the environmental conditions and are adaptable 
to the locality. This has been done most\v in consultation with 
the local forest department. Coal ComplIllles planted 94.02 lakhs, 
75.63 lakhs and 105.33 lakhs trees during tilt year 1989-90, 1990-
91 and 1991-92 respectively. 

C. Subsidence and Fire Problems in Raniganj and Jharia Coalfields. 
The Committee pointed but that there were serious subsidence problems 

in Raniganj and Jharia Coal Mines. Asked about the steps taken to over-
come the problems, CIL stated in a note as follows :-

"The problem of land subsidence is encountered mostly in the 
Raniganj Coalfield of Eastern Coalfield where underground mining of 
coal has been carried on for 'centuries now. 
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Out of the total 848 hectares of surface land within the limit of 
: Raniganj Municipality, about 70 hectares are apprehended to be 
unstable and dangerous. According to an estimate made by Central 
Mine Planning & Design Institute Limited, the extent of viods 
required to be filled is about 2 million cU.m. 

The Director General of Mines Safety (DGMS) had declared as early 
as in 1950, 40 areas in the district of Burdwan as unsafe for human 
habitation. Later on, 5 more areas have been identified by the 
Government of West Bengal and CMPDIL as unsafe for human 
habitation. 

The problems of subsidence in Raniganj Coalfield was studied by 
various committees since the year 1922 and suggestions were made 
from time to time to mitigate the problem. The suggestions, however, 
centered on the evacuation of population and stowing of old 
workings. With a view to checking the growth of habitation in 
subsidence prone areas of Raniganj, the Government of West Bengal 
has passed Legislation prohibiting construction over such unsafe 
areas. Inspite of enactment of legislation. the growth of settlement 
over the subsidence prone areas has not been contained and is 
increasing or unabated. The shifting of population from the affected 
areas is obviously the best solution for avoiding dangers to life. 
However. for doing so, co-ordinated efforts from all quarters 
including the general public would be necessary which is evading the 
solution uptill now. 

The Management of Eastern Coalfields Limited could demolish 
houses and shift its employees to safe places whenever the situation 
so warranted. However, its efforts to do so for outsiders did not have 
the desired effect. The Management is taking all the remedial 
measures in accordance with norms laid down by D.G.M.S. to 
prevent occurrences of subsidence. 

In the recent times. some cases of subsidence in Raniganj area have 
been reported causing damage to some houses and affecting the . 
persons. So far. out of the approved budget of Rs. 376 lakhs, ECL 
has spent upto December, 1991, Rs. 52.54 lakhs on stabilisation on 
underground old workings." 

8.14 In this conne(.'tion Chairman, Coal I ndia Limited also stated during 
evidence:-

"Coal India is committed technk"ally to do this job. But 
the expenditure has got to he compcnsatC'd because it is something 
which is not of our own creation;" 
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8.15 It also came out during the examination that there were about 70 
fires in Jharia Coal Fields area under BCCL, Explaining the steps taken to 
control the fires, the Chairman, CIL stated during evidence as follows: 

"Fire is one area which has been there for:' very long time. We ,have 
succeeded in dealing with one after another. 

We are affected by fire in two ways. One is that due to fire, mine is 
not working. But it is affecting atmosphere causing pollution as well 
as general danger. I am working one seam below. We have fire. It 
comes as a part of working. As a matter of fact, we consulted the 
Russians. They made a detailed study for one year. They could not 
do anything more than what we are doing. They had some 
experience. These are the two aspects as far as the fire incident is 
concerned. Further. a new township in Mangalapuri is also being 
completed. The State Government is working in this regard along 
with the other agencies." 

8.16 Besides, BCCL. the following coal mmes are also fire. prone:-

Naane of Co. Fire Nomenclature Remarks 

ECl 

cel 

SECl 
WCl 

JK Nagar Fire 
lambad Fire 

Sirka Fire 
Kargali Fire 
Selected Dhori Fire 
Kurse Fire 
Karkatta Fire 

Chirimiri Fire 

Kamptee. Nagpur Area 

Ongoing Project 

Ongoing Project 

Ongoing Project 

Area has been sealed off. 

8.17Uuring the course of examination of the Department of Coal. The 
Committee wanted to know the assessment of the Ministry in regard to 
subsidence problem. The Department of Coal in a written note stated as 
follows: 

"The problem of land subsidence in the Raniganj Coalfield has a long 
history and it is due to unscientific mining operations carried out over 
more than 150 years. The problem has been compounded by the 
unrestricted growth of habitation over areas declared as unsafe by the 
DGMS even though the Government of We~t Bengal has enacted 
legislation prohibiting construction over this area. 

The Department of Coal has written to the Government of West 
Bengal indicating acceptance to a proposal for setting up of an 
Authority comprising of representatives of Central Government. 
State Government. CIL. EeL. Environmental Experts. land use 
experts and MLAs and MPs of Raniganj area. The Authority will be 
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primarily responsible for planning the protective measures with 
regard to reclamation of degraded land and subsided area and 
restoration of ecological balance of the Raniganj Coalfield. In regard 
to the availability of fund, CIL have been advised to set aside an 
amount of Rs. 5.0 crores as part of the initial contribution to the 
Authority for carrying out various restoration works in Raniganj 
Coalfield. Government of West Bengal has been requested to issue a 
formal order for setting of this Authority. n 

8.18 Explaining further, Secretary, Coal also stated during evidence as 
follows:-

"This matter has been examined for a very long time. Some. pilot 
projects have already been taken up to prevent subsidence in 
Raniganj area. The pilot projects are already under implementation. 
We have already spent about Rs.5 to 6 crores on these pilot projects, 
which are under implementation. About a year back the Chief 
Minister of West Bengal wrote to the Central Government saying 
"you were asking land for open cast mine but you were doing very 
little for the prevention of subsidence in Raniganj area." So, these 
two issues had been linked up by the Chief Minister of West Bengal. 
He suggested that the Central Government should come bold in a big 
way to tackle this problem. When we examined this matter, we found 
that unless an Authoiity is set up to tackle this problem in a 
comprehensive manner. this problem can not really be tackled 
because it has a very large dimension and it has several features 
which cannot be tackled by the Central Government alone. So, we 
suggested to the West Bengal Government to set up an Authority to 
tackle this problem and said that our representatives I experts will 
participate there and asked them to make some financial contribution 
to solve this problem through the aegis of the Authority. The Chief 
Minister of West Bengal wrote back saying that they can not make 
funds available for this purpose. After obtaining the decision here at 
the appropriate level, we had written to the West Bengal 
Government asking them to set up this Authority and said that the 
money will be given by us. We have already requested the Coal India 
to release the amount. This was done in the month of January. We 
have given them full authority to set up the Authority. We have only 
said that our environmental experts and mining experts should be 
associated with this Authority. We have reminded them in this 
regard. But. they have not yet set up the Authority. Even though they 
do not have money in their Budget. we asked them to release it ··on 
account payment" to West Bengal Government for setting up this 
Authority. We are now committed that we will provide fuods to this 
Authority on recurring basis. This is the position now." 
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8.19 When asked about the assessment of the Ministry about the loss 
due to fire and steps taken to overcome the problem, Department of Coal 
stated in a note as under: 

"Fire in BCCL 
Mine fires are a serious hazard in Jharia Coalfields of BCCL. The 

first fire in this Coalfield was reported in the year 1916. At the time 
of N ationalisation, there were .70 active fires in 40 collieries of Jharia 
Coalfields covering an area of about 18 sq. Kms. 

It was only after nationalisation that earnest efforts began to be made to 
control the fires. Plans for control of all the 70 fires in BCCL were 
formulated. Various technologies have been adopted for controlling these 
fires. As a result of measures taken, out of 70 fires, 5 fires, have been 
extinguished and 6 fires have been controlled. The controll extinguishing of 
the remaining fires are under various stages of ·implementation. 

It has been estimated that about 1864 million tonnes of coal is "locked up 
-below the fires spreading over an area of about 18 square Kms. in Jharia 
CoalfieJd. It is expected that these fires have consumed as estimated 
reserves of 37 million tonnes of prime coking coal. The value of 37 million 
tonnes of coking coal at 1987 price would come to around Rs. 1()()() crores. 

As a result of the steps taken so far, the quantity of coal saved has been 
estimated by BCCL as follows:-
Fires CODtroUed 
Coal Saved 
Value of coal saved 
(1987 prices) 
Fire extinguisbed 
Coal saved 
Value of coal saved 
(1987 prices) 

6 
85 million tonnes 
Rs. 2125 crores 

5 
95 million tonnes 
Rs. 2256 crores 

The requirement of funds for the 22 project covering the 70 fires has 
been worked out at Rs. 112 crores out of which II sum of Rs. 73 crores has 
already been spent. It has now been assessed that the funds requirement 
for controlling the above fires will be Rs. 200 crores. 

Most of the fires in BCCL are expected to be controlled or liquidated by 
the end of Eighth Plan period through the implementation of the above 22 
project." 

In addition to fires in BCCL, there were also some minor fires in ECL, 
SECL, WCL & CCL collieries. Some of theSe fires had already been 
effectively dealt with, while action was being taken to control the 
remaining fires. 

8.20 The Committee also wanted to know as to whether any specific 
schemes had been formulated to rehabilitate the persons affected due 
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to subsidence and fires in Raniganj and Jharia areas. Department of Coal 
stated in I a note as follows:-

"Coal India Limited have not made any specific proposal for the 
rehabilitation of the people affected due to subsidence and fires in 
Raniganj and Jharia areas. 

The Department of Coal had set up Advance Environmental 
rlanning Groups comprising of experts in the field, representatives of 
Coal India Limited, State Government and Department of Coal for 
preparation of Advance Environmental Management Plans for major 
coalfields. As a part of this exercise, Advance Environmental 
Management Plan for both Jharia and Raniganj Coalfields have also 
been prepared in 1988-89 by the concerned Expert Groups.. These 
Advance Environmental Management Plans, inter-alia, cover the 
present state of environment in the coalfield areas, likely further 
deterioration due to mining operations and steps to be taken to 
ensure that coal mining is carried out in an environmentally 
compatible manner. These reports also over the details of mined out 
areas as well as the subsidence problem in both these cpalfields. 

8.21 During the evidence of the representative of Department of Coal, 
the Committee pointed out that inspite of declaring Raniganj as un-safe 
area, people were still raising buildings. To this Coal Secretary replied:-

"In Raniganj area, the position is that underground mining rights are 
ours. But as far as construction is concerned, in spite of the fact that 
there was a West Bengal Government law preventing construction of 
buildings on the area, which is the surface area on underground 
mines, the people have gone on constructing their buildings and, in 
fact, more and more construction is taking place. So, we have 
requested the West Bengal Government to kindly stop this 
construction which is going on. After all, the responsibility of shifting 
these people who have constructed buildings in those areas is not 
merely of the coal companies. The West Bengal Government has not 
been able to check it in spite of the law preventing the construction 
in those areas. So, we said we shall both participate in this and then 
take up the rehabilitation or shifting programme. They have not 
agreed to it. So, we have to pay the entire cost." 

D. Marketing Set up 
8.22 The Consumer Profile of CIL consists of 2 major sectors Core and 

Non-Core Sector. Core Sector consists of Steel, Power Loco, Cement and 
Fertilizer accounting for nearly 80 to 82% of the total coal consumed in 
the country. With the sharp increase in the power sector requirement, this 
percentage in likely to increase further in the coming years steadily. The 
Non-core Sector which accounts for balance 18% of the consumption 
consists of a large number of industrial units including Paper, Textile, 
Chemicals, Rayon in the organised sector and a very large number of small 
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sector units like Ceramics, Glass, Potteries and other industries including 
the quick klins and domestic consumers. 

8.23 As regards the coordination and linkages with coal users, elL in a 
note stated as follows:-

"Government along with CIL has laid out a well defined procedure 
for supply of coal to the Core-Sector. There are Linkage Committees 
which meet to determine the linkages to the Power Houses and 
Cement Plants. Coal Conference determines the coal supply levels to 
the Steel Industry. CIL along with the Railways and Fertilizer 
Industry bilaterally fix the supply level to the Railways and 
Fertilizers. 

Besides the linkages, supply to this sector is intensively monitored 
by CIL and its Subsidiary Companies on a continuous basis. At the 
Government level the Secretary (Co-ordination),s Office also'monitor 
the supply position on a weekly basis, besides Railway Board. 

It may, therefore, be stated that the present system of supply of 
coal to the Core-Sector which is crucial to the industrial developm~nt 
in the country is reasonably effective. 

The present system of supply of coal to the NO.n-Core Sector is governed 
by a system of linkages and sponsorship. This system has been in vogue for 
the last several decades. It must be admitted that it would not be possible 
to determine the demand of a large number of industrial units in the Non-
core sector effectively particularly in the small scale sector. This would 
involve a major exercise. However, based on the industrial development in 
the country, a reasonable assessement of the coal requirement of this 
sector can be made. Based on such assumption, presently, these industrial 
units are getting their requirement. Other-wise, it would be difficult to 
explain the healthy 'growth witnessed in lhe -*lbrs like Ceramics, Glass, 
Forgings as well as the extensive develolJflJoot ef the brick burningunits 
catering to the needs of the construction aQrMlles. 

At the same time,. there are grievances from this sector from time to 
time ab0ut the inadequate availability of coal. The major ,grouse of this 
sector is supply of alleged lower quality of coal. All these industries would 
like to have superior grades--A to C grades of coal, the availability of 
which is short of the demand. the production from ECL which mainly 
produces superior grades coals has declined over the years for various 
reasons like inadequate power supply, law and order problems, land 
acquisition etc. the non-availability of superior grades coal is eql~ated with 
the non-availability of coal though Coal India has been making continuous 
efforts to meet the requirement of the industries by supplying them the 
next lower superior grade coal available. to 
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8.24 The Committee also wanted to know the transportation policy with 
regard'to various coal users. CIL in a note stated:-

"The movement of coal by rail to Non-Core sector is also a 
major cause of concern. For various reasons the movement of coal by 
rail is not adequate to meet the total requirement. In the recent 
years, the increase in rail movement has totally been absorbed by the 
Core Sector as would be evident from the table below:-

(YIP Ia FWW) 

Val' T ..... RaU Lela. Ldg. alt NOII-Core Sedor 

88-89 12,224 2,478 
89-90 12,729 1,945 
90-91 13,330 1,592 
91-92 14,284 1.362 

From the table above, it may be seen that there has been a gradual 
decline in the rail loading to the non-core sector despite an overall increase 
in the loading. Most of the consumers' complaints regarding non-
availability of coal emanate from Punjab, Haryana, Delhi and UP. These 
State are served by Eastern Railway system where unfortunately, the 
increase in .the loading over the last several years has been the minimum . 
The increased loading, whatsoever, has been consumed by the Power 
Sector. 

CIL has a system of releasing coal to the industries by road also to cater 
to the shortfall in movement by rail. 

The lifting of coal from the collieries depends on a number of factors 
including the availability of trucks, the transportation charges as also the 
law and order situation in the coal belt area. The law and order situation 
in the coal belt areas limits the off-take by road from the collieries. 
A statement below indicates the movement of coal by road to the non-core 
sedor for the last few years. 

(mt.) 

Year Total Noa-Core 

1988-89 26.81 20.10 (75% of total) 
1989-90 24.25 15.16 (65% of total) 
1990-91 25.86 '18.50 (71 % of total) 
1991-92 21.54 15.29 (70% of total) 
(April-Feb. ) 
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The above statement would clearly indicate that the off-take by road is 
at a stagnant level maily due to the law and order problems in the coal 
belts of Bihar and, Bengal. 

CIL. however, has been in touch with the State Government Authorities 
to improve the situation to facilitate improve off-take of coal by road." 

8.25 Asked as to whether the present set up was adequate to cater to the 
needs of different types of consumers, CIL in a note stated as follows:-

"The present system is working satisfictorily. However, in order 
to make the system more effective, the following steps are being 
taken/ contemplated:-
(i) In order to give the marketing a greater thrust, CIL Boards has 

decided to appoint Director (Marketing) on the subsidiary and 
CIL Boards. The proposal is presently under the consideration of 
the Government. It is felt that with this structural rearrangement, 
the marketing problems including quality control and realisation 
would get a much better focus and thrust in the Company's 
Operations. 

(ii) In order tal improve the quality cosciousness, four general 
Manager (Consumer Services) have been oppointed one each at 
Delhi, Lucknow, Calcutta and Bombay. Their specific duty is to 
have close inter-action with the consumers, power houses in 
particular and the Coal Producing Companies. They will not only 
attend to the quality problems, but also attend to consumers' 
other grievances. 

(iii) To give better attention to the consumer grievances relating to 
the quality and quality of supplies and other commercial matters, 
separate consumer, councils have been constituted. Six Regional 
Councils would take care of the consumer grievances in the 
different geographical parts of the country. Each of these 
Councils would be headed by a CMD of the subsidiary company 
including Singareni Collieries Company Limited. National 
Council has also been formed which would oversee the 
functioning of the Regional councils as well as dispose off the 
grievances which have not being attended to the satisfaction of 
the consumers by the Regional Councils. 

(iv) Simultaneously, in order to improve the consumer services, the 
Marketing Information System is being computerised on a crash 
basis. This would enable CIL to keep close watch on the 
despatches to the consumers, billing, realisation and other ralated 
marketing activities to render better services to the consumers" 
and improve its own operations." 
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E. Un-economic Mines 
-8.26 The Committee wanted to know the number of un-economic mines 

closed during each of the last 3 years. CIL in note stated that the following 
mines were closed during the last 3 years:-
Eastern Coalfields Ltd. 

SI. No. Name of Mine Closing Year 

1. Central Unit of Jamuria Colliery 1987-88 
2. Ramjibanpur 1987-88 
3. Ranipur Unit 1987-88 

(Disergarh & Sanctoria Seams) 
4. Benalee 1988-89 
5. Rana 1989-90 
6. Kankartala 1990-91 
7. • Krishnanagar 1990-91 
8. Seetalpur 1990-91 

Bharat CotiDg Coal Ltd. 
l. Maheshpur OCP 1987-88 
2. 3 Pit of Gansadih 1988-89 
3. Joyramdib Section of Benedih 1988-89 
4. 14/15 Seam of Kessurgarh 1988-89 
5. Be.OCP 1989-90 
6. Keilduadih 1989-90 
7. Kessurgarh 1989-90 
8. Nadkbuki 1989-90 
9. Laxmi OCP 1989-90 

10. Barora Incline of Muraidih 1990-91 
11. Muralidih Colliery 1990-91 
Ceatral Coalfields Ltd. 
l. Pure Dhori 1990-91 
2. Kedla South 1990-91 
8.27 The Committee further enquired as to whether any study was made 

before closing the aboYe un-economic mines. CIL stated in a note as 
foUows:-

"Yes. CIL conducts indeptb studies with reference to uneconomic 
mines in different subsidiaries of Coal India Ltd. from time to time as 
the whole process of evaluation of financial performance of the 
different mines and taking remedial measures to improve the financial 
performance is continuous. 

K.S.R. Chari Committee was appointed by the Ministry of Energy 
in 1985 for indeptb study of ECL to identify the various problems 
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plaguing the company and to find out remedial measures/ steps to get 
over the problems. The Chari Committee through its report 
submitted in 1985, in addition to performance auditing came up with 
suggestions for implementation in all spheres of the company 
activities for overall improvemeht of the company including planning, 
project implementation and monitoring, production strategy, 
manpower, cost and budgetory control. In course the Committee also 
identified 22 mines which were highly unproductive and uneconomic. 
Similarly, A.N. Banerjee Committee was appointed in 1986 by 
Ministry of Energy to. examine the working of BCCL in the context 
of company's failure to increase production of coking coal and to 
complete or implement certain projects/ plans. The Banerjee 
Committee through its report, submitted in September, 1986, made 
an exhaustive review of BCCL since its inception and came up with a 
number of recommendations. This Committee also identified 30 
uneconomic mines where the cost of production per tonne was more 
then the sale value per tonne by Rs. 200 /- or more." 

8.28 In reply to a question about improving the viability of un-economic 
mines, CIL stated as follows:-

"The subject of uneconomic mines has bee\} reviewed in different 
meetings of Board of Directors of Subsidiaries and CIL. 

CIL, in January 90 identified 12 mines in ECL, 12 mines in BCCL, 
8 mines in CCL and 7 mines in WCL, where the cost of production 
was higher than the sale value by Rs. 200 /- per tonne. In the courS6 
of the review of the above mines, a number of measures were 
suggested for improving the financial performance of uneconomic 
mines, such as--
1) Production can be increased by greater development of existing 

reserves. 
2) Optimising production and productivity where resources available 

in terms of manpower, equipment etc, are in conformity with the 
requirement of achievable level of production. 

3) With no possibility of increasing ptoduction, the man-power and 
equipments may be re-deployed. 

4) If necessary, measures like training of skill upliftment, increasing 
the process by suitable grade-mix, mining better coal to be 
adopted to make mines viable. 

5) Trade Unions are to be taken in confidence." 
8.29 In this connection Chairman, CIL also stated during ~vidence as 

follows:-
" .......... Our idea js as far as possible not to close down that mine, 
but to improve the operational efficiency of that mine." 
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8.30 Asked as to whether the men and machines of the closed mines 
I 

were put to use elsewhere, Chairman, CIL replied:-

"They are all used elsewhere." 

8.31 In this connection, CIL also stated in a note as under:-

"Men and machine from the closed mines as well as the 
infrastructural facilities are being utilised gainfully in other mines 
within the area. Wherever, it has not been possible to redeploy the 
workers thus rendered surplus, are being deployed in mines of 
neighbouring areas." 

8.32 While replying to a question about un~conomic mines, the Deputy 
Minister for Coal informed the Lok Sabha on 26th February, 1992 that the 
following uneconomic coal mines exists under Coal India Limited:-

Name of the State No. of uneconomic coal mines 

Bihar 
West Bengal 
Madhya Pradesh 
Orissa 
Maharashtra 

133 
96 
47 
6 

18 

8.33 In reply to a question about handing over certain un-economic 
mines to respective State Governments, the Minister stated:-

"The coal mines detailed above are in operation. Therefore, 
the question of" their reopening does not arise. However, there are 
also mines which are closed for several reasons e.g. exhaustion of 
reserves, difficult geo-mining conditions, very high cost of production 
etc. Requests from State Governments for running these closed 
mines, as and when received are examined on merits in each case, in 
accordance with the provisions of law." 

F. Complaints 

8.34 Coal Companies receive many complailtts from various consumers. 
According to CIL the most of the complaints relate to quality of coal, size 
and are mainly due to: 

a) Presence of extraneous materials 

b) Excessive quantities of fines 

c) Over-sized coal 

d) Sticky or wet natural coal 



143 

8.35 The following table shows the cause-wise number of complaints 
during the last 3 years: 

YEAR 

1988-89 
1989-90 
1990-91 
(April-Nov. ) 

Nature of Complaints. 

Size 

264(242) 
141(118) 

91(85) 

QUality 

149(43) 
106(29) 
66(39) 

Size & Ouality 

53(53) 
31(22) 
35(24) 

(Figures in paranthesis indicates complaints from power houses) 

Total 

466(308) 
278(169) 
192(148) 

8.36 Asked about the action taken on the complaints received from 
various consumers, CIL in a written note intimated as follows:-

"Coal India has taken a number of ste~ to remove these complaints 
(a) picking up extraneous materials from coal before loading has been 
strengthened at all sites, (b) number of crushers have been installed 
at the pit heads to reduce over-sized coal to minus 200 mm before 
loading. (c) The quantity of coal passed through CHPs before loading 
has increased over the last few years. It is our aim to crush 100% of 
the coal to minus 200 mm for despatches to power houses. 

Coal India is continuously taking steps to improve quality and 
other complaints. The entire quantity of coal supplied to the steel 
Power, LOCO and Cement sectors which almost constitute about 
80% to the coal supplied by Coal India are paid on the basis of joint 
sampling. 

One of the major complaints in the past was shortage of coal 
received in the wagons. Pilferage of coal from wagons en-route is well 
known' phenomenon. However, Coal I ndia has taken crash plan to 
instal weighbridges at the siding so as to satisfy itself and consumers 
that coal is loaded according to the capacity of the wagons and billing 
is done accordingly ......... quantity of coal weighed before despatch 
has been increased from 51% in September, 1989 to 64 IYa in 
September, 1990." 

CIL further stated: 
"As a result, the total number of complaints received from all 
consumers have reduced from 518 in 1985-86 to 278 in 1989-90. 

Chairman, CIL has constituted a high power committee with 
Director (Technical), CIL as the Chairman and the Director (Techni-
cal), of all the subsidiary companies as its members to assess 
accurately the status of implementation of various measures adopted 
towards consumers satisfaction and also to frame realistic action plan 
for completion of the residual portion as well as new actions to be 
recommended towards the same objectives." 
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8.37 During evidence the Committee pointed out that the most of the 
complaints were from the Power, Houses an~ enquired about the special 
effort made to reduce them. Chainnan, CIL replied as follows:-

"Regarding quality, I would submit that the general imptession is not 
the. matter that counts. Of the 108 million tonnes that I am .loading 
for power stations, the quality complaints have come down 
substantially. Now, what is upsetting them is about two things .. One is 
the presence of visible, external material. We do not have a system of 
beneficiation. The Government of India appointed a Committee 
called Ronghe Committee. This Committee positively recommended 
that power stations beyond 500 kilometers must be fedbeneficated 
coal. Beneficiation means higher cost. 

The Government of India accepted the re~ommendations of 
Ronghe Committee. The NTPC has chosen only two projects, i.e. 
Yamuna Nagar in the North and Kayamkulam in the South. Over the 
years to come, only beneficated coal should go in 10ng-distan~ 
transportation. We are following it up and the Government will have 
to insist on it because money is involved. For quality coal, we have a 
joint sampling system." 

8.38 When pointed out by the Committee that inspite of joint sampling 
system, there were still complaints, the witness stated:-

"They want a higher grade of coal. It is not that I am giving them 
inferior quality. So far as quality is concerned there is no compromise 
on that." 

8.39 The Committee further referred to the observations made by 
Comptroller & Auditor General of India in his Report on Railways for the 
year 1988 that poor quality of coal being supplied to the Indian Railways 
was one of the main reasons fot high coal consumption and failure of 
steam locomotives. 
Asked about the remedial measures taken to supply required quality of 
coal to Railways. CIL stated in note as follows:-

"Railways through the Chief Mining Adviser. Dhanbad draw out 
monthly programme of their Coal requirement indicating Mines and 
Grades. Railways' requirements are met in full from the sources they 
select. Besides the entire quantity despatched to the Railways are 
sampled by the Railways at the siding through their own 
departmental personnel. The 'entire despatches of the Railways are 
also supervised by their own personnel. According to the information 
available with us. the grade slippage in quality of coal despatches to 
the Railways is only 3% in value in 1989-90 and 1990-91 (April-
September). ~ 
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8.40 In this connection, Chairman, CIL also stated during evidence:-
"The railways have got a Chief Mining Adviser. They come and pick 
up the best of coal. They do sampling themselves regularly and then 
they pick up. They got the first choice and after that we have a joint 
sampling. In that there is a slippage and if, we find it around three 
percent plus or minus. it is considered reasonable." 

8.41 The Committee enquired about the system in the Department of 
Coal to deal with the" complaints received from various consumers. 
Department of Coal stated in a written reply as follows:-

.. i) The department of Coal at times receive complaints from the 
consumers about inferior quality of coal, presence of stones and 
other materials, oversize of coal and short receipt in weight of 
coal etc. 

ii) There is a separate section handling the subject of coal 
Production & Distribution (CPO) in the Department of Coal 
which deal with linkage distribution, movement and quality 
complaints from various consumers. 

iii) Four separate standing Linkage Committees (SLCs) for deciding 
coal linkage to thermal power stations and cement plants are 
already functioning in the Department. Two Committees are for 
giving long term linkages and two for short term linkages to 
various cQnsumers of coal in these sectors. Recently Standing 
Linkage Committee for Stock Yards have also been set up in the 
Department of Coal for establishing linkages for stock yards/ 
dumps. 

iv) The complaints relating to quality, short weight as well as 
inadequate supply of coal are also discussed at length during the 
quarterly meetings of the SICs (Short Term) in which all State 
Electricity Boards and other power utilities and cement 
manufacturers are represented. 

v) In addition, complaints relating to coal quality are also discussed 
and corrective action taken during various meetings held by 
Energy Minister, Secretary (Coal) as well as Secretary 
(Coordination) with various coal consumers, SEBs, Department of 
Steel/SAIL. Cement Manufacturers Association etc. Several such 
meetings were held during the current year 1990-91. 

vi) Such complaints, as and when received are referred to the 
Marketing Division of the Coal India Limited and to the Coal 
Company from where the particular consignment of coal was 
despatched. for enquiry. In case of complaints of serious nature, 
Coal India is particularly advised to depute quality control staff 
for on the spot enquiry and on the basis of the reports corrective 
stl!pS are taken by the coal companies. The consumers can also 
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lodge complaints about quality and short receipt of weight of coal 
with the coal Controller who is delegated with statutory authority 
for dealing with such complaints." 

G. Vigilance Cases 
8.42 The Vigilance Department of CIL deals with cases at CIL 

Headquarters, NEC, Regional Sales offices, Dankuni Coal Complex, Coal 
Dumps and overseas functioning of Subsidiary Vigilance Wings. Subsidiary 
Companies are also having separate vigilance set up. The Vigilance Wings 
of CIL and its subsidiaries are headed by the followings: 

(i) CIL - Executive Director (Vigilance) 
(I. G. Police is on deputation) 

(ii) ECL -

(iii) BCCL -

(iv) CCL -

(v) WCL -

(vi) SECL -
(vii) NCL -

Executive Director (Vigilance) 
(DIG- Police on deputation) 
Executive Director (Vigilance) 
(IG- Police is on deputation) 
Executive Director (Vigilance) 
BCCL is also looking after Vigilance. 
Wing of CMPDIL 
Executive Director (Vigilance) 
(DIG- Police is on deputation) 
Executive Director (Vigilance) 
(DIG- CRPF is on deputation) 
Chief Vigilance Officer 
General Manager (Vigilance) 

The above officers are assisted by the multi-disciplinary force of 
executives. Explaining the source of multi-disciplinary force, Chairman, 
CIL stated during evidence: 

"We have work connected with mining engineering, Chemical 
engineering, Civil engineering and various others. The main Vigilance 
cases relate to many of these areas-mining, electrical and 
mechanical and excavation side. So, the executive Director 
(Vigilance) is assisted by specialists from these branches. That is 
multi-disciplinary force." 

8.43 CIL informed in a note that during the last 5 years 85 officers! 
employees underwent major penalties after completion of disciplinary 
proceedings arising out of vigilance cases on CIL (HO) Vigilance Wing and 
its Subsidiaries; out of which 48 officers! employees were dismissed from 
the services, 1 officer was compulsorily retired and the major penalty of 
reduction of rank and reduction in stage were imposed on 36 officers! 
employees of CIL and its subsidiaries; out of which penalty of 'Censure' 
was imposed on 30 Officers! employees, penalty of stoppage of promotion 
was imposed on 6 officers! employees and penalty of recovery of money! 

•• 

• 
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withholding of gratuity, etc. on 14 officer/employees. Besides imposition 
of penalties after completion of disciplinary proceedings arising out of 
vigilance cases 6 officers/ employees were convicted by Court during the 
last 5 years as a result of initiation of criminal proceeddings against them 
by CBI. 

8.44 As regards the complaints received against the employees of Coal 
companies and action taken thereon during the last 3 years, CIL stated in 
a written note as follows:-

"In the financial year 1987-88, 93 complaints were received in 
CIL Hqrs. Vigilance Wing' and the Vigilance Wings of Subsidiaries of 
CIL; out of which 554 cases were taken up for investigation by 
departmental vigilance and 379 number of complaints/information 
were not considered worth investigation and were disposed of 
otherwise, after examination / verification of complaints/ information. 
During the said period 47 cases resulted in initiation of Rcrgular 
Departmental Proceedings. Finally major penalties were imposed on 
18 employees in 15 cases and minor penalties were imposed on 8 
employees in 6 cases. Besides the above, CBI launched prosecution 
in 18 cases during the period. 
ii) In the financial year 1988-89, 768 complaints were. received in CIL 
Hqrs. Vigilance Wing and the Vigilance Wings of Subsidiaries of 
CIL; out of which 492 cases were taken up for investigation by 
departmental vigilance and 276 number of complaints/ information 
were not considered worth investigation and were disposed of 
otherwise, after examination/verification of complaints/information. 
During the said period 74 cases resulted in initiation of Regular 
Departmental Proceedings. Finally major penalties were imposed on 
16 employees in 12 cases and minor penalties were imposed on 9 
employees in 8 cases. Besides the above, CBI launched prosecution 
in 15 cases during the period. 
iii) In the financial year 1989-90, 1014 complaints were received in 
CIL Hqrs. Vigilance Wing and the Vigilance Wings of Subsidiaries of 
CIL~ out of which 299 cases were taken up for investigation by 
departmental vigilance and 715 number of complaints/information 
were not considered worth investigation and were disposed of other-
wise, after examination/verification of complaints/informaticm. 
During the said period 86 cases resulted irl initiation of Regul.ar 
Departmental Proceedings. Finally major penalties were imposed on 
13 employees in 11 cases and minor penalties were imposed on 12 
employees in 8 cases. Besides the above, the CBI launched 
prosecution in 8 cases during the period:' 

8.45 Asked about the pending CBI cases elL replied in a written note 
that as on 30.9.1990, 75 cases were pending investigation by CBI against 
employees of CIl and its subsidiaries. 
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8.46 The Committee enquired about the action taken against the guilty 
official on the -basis of CBIIVigilance reports during the last 3 years. CIL 
replied in a note that during the last 3 years, on the basis of CBI/Vigilance 
reports Regular Departmental Action have been initiated in 207 cases and 
prosecution had been launched in 41 cases. Additionally. 3 employees were 
convicted by court, and services of other 3 employees were terminated 
from the company during the same period. 

8.47 The Committee further wanted to know as to whether there had 
been any cases where officers of ClL and its subsidiaries were promoted 
pending CBIIVigilance enquiries against them. ClL replied in a note as 
follows:-

"Investigation by CBI or inquiry by departmental vigilance wing 
to enquire into certain allegation against and employees is not a bar 
against him for promotion. It is only when such cases result in the 
decision I contemplation of departmental proceeding trial by Court. it 
becomes bar for promotion of the employees involved. 

Employees against whom departmental proceeding/Court 
proceeding has not concluded even after the expiry of two years from 
the date his next junior has been promoted. his cases may be 
considered for ad-hoc promotion subject to the condition that in the 
event he is held guilty, his ad-hoc promotion will be set aside." 

8.48 The Committee enquired whether CIL was satisfied with their 
vigilance set up. Chairman, CIL replied:-

"In an industry like this. the basic thing should be the preventive 
side . ., 

8.49 The witness further added that due to functioning of vigilance set 
up, 345 employees were facing regular departmental action. 

8.50 The Committee enquired from the Department of Coal as to how 
many vigilance cases pertaining to CIL came to their notice during each of 
the last 3 years. Department of Coal stated in a note as follows:-

"CYC/CBl are required to refer cases to this Department in respect 
of all employees of the Department. Board level executives of all the 
PSUs under this Department and Head of Departments of 
Subordinate offices. CBl also obtain perior / ex-post facto approval 
from the Ministry for inve~tigati()n of the cases instituted against 
Board level appointees of Coal Companies. 
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Details of preliminary enquiry and registered cases of CBI which have 
been forwarded to this Department are given as under (Year-wise):-• 

Year PE cases Re cases 

1988 
1989 
1990 

32 
13 
20 

8.51 Asked as to whether the Ministry ensure that adequate action was 
taken against the guilty officials, Department of Coal stated:-

"This Department monitors the imposition of penalties on gUilty 
officials in the light of the recommendations of CBII CVC, through 
the monthly, quarterly vigilance returns obtained from all the 
subordinate formations." 

8.52 Enquired further whether the Ministry ever requested CBI/CVC to 
expedite the investigations, Department of Coal replied in a note as 
follows:-

"This Department regularly pursues with the CBI for spee4Y investi-
gations of complaints referred to them. As far as CVC is concerned 
cases are referred to them for advice and such cases are regularly 
pursued with them." 

H. Law and Order Proble1m 
8.53 During the course of examination of CIL the Committee wanted 

to know the views of CIL on the mafia problem in coal industry. CIL in a 
note stated as follows:-

"The activities referred to as mafia problem, arising mainly out of law 
and order problems, were present mostly in the coal mines in the 
coalfields in Bihar which subsequently spread to West Bengal. These 
are being tackled by periodical meetings between the Company I 
Area/Local Management and the State Government/Local District 
Authorities are, hdwever, not very responsive to these problems in 
West Bengal. These Problems rfiamicst themselves generally in:-

i) Concerning of works contracts, specially tranfPort contracts." 
ii) Exploitation of labour, e.g. money l~ding, forcible extortion of 

contributions. 
iii) Forcible extortion of money from customers taking coal by road 

and impediments in despatch by road etc. 
iv) Organised pilferage of coal from loaded rail wagons. 
Since the mafia elements derived their economic power from 

monopoly or near monopoly from contracts, contractual work in sensitive 
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works has been abolished." 
8.54 As regards the steps taken to eradicate the above problem, CIL 

intimated as follows:-
"In Bharat Coking Coal Limited the following actions amongst others 
have been taken:-

i) Internal transport of coal has been fully departmentalised 
except for some co-operatives. In sand and transport also 
through local villagers, co-operatives and Ex-Servicemens' Co-
operatives are being introduced. 

ii) Lists of contractors are sent to the District Administration for 
verification of antecedents before contracts are allowed. 

~ 

iii) Five stockyards for sale of coal by road have been 
commissioned to prevent, to a large extent, entry of private 
trucks to collieries. 

iv) Major Works, such as construction of quarters and other 
buildings, road, etc. are being done as a matter of policy 
through Government/Public Sector agencie~ 

v) BCCL Officials are keeping watch on employees indulging in 
money-lending as reported by DC. Dhanbad; As a matter of 
Policy any person on charge of money lending is transferred 
to other units! Area. Besides, Departmental actions are also 
taken. 

vi) Anti Money Lending Drive: The payment days are being 
communicated by the collieries to the District Administration 
so that Magistrate and the Police Force can be deputed to 
patrol. the area durine the. oavment hours. 

(vii) In respect of pilferage of coal, theft, etc. the watch and ward 
Organisation and the CISF Contingents have been streng-
thened. 
FI Reports are lodged with local Police Stations. These 
matters are also brought to the notice of and taken up with 
the Distric!tlState Government Police Officials." 

IS.!)!) uunng exammatlon of Department of Coal the Committee pointed 
out that Coal companies were facing mafia problem and enquire whether 
the Department had made any assessment about the gravity of the 
problem. Department of Coal replied in a written note as fol1ows:-

"The activities of anti-social elements. commonly referred tp as 
'mafia' are mainly confined to the operational areas of the Bharat 
Coking Coal Limited in Jharia Coalfields of Bihar. In BCCl. the 
anti-social elements quite often indulge in the following type of 
activities: 

0) Intimidation of company officials. extortion of money from 
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pesons having commercial dealing with the company and try to 
corner the work contracts by unfair means by preventing fair 
tendering or threatening the parties to pack off and do not be 
seen anywhere near the Jharia Coalfields. 

(ii) Trade in illicit liquor; 
(iii) Money lending and fradulent/forcible realisation of money from 

workers in the name of 'Union' funds or 'Rangdari'." 
8.56 Asked about the steps taken to eradicate the problem, Department 

of Coal stated: 
"1. To eliminate award of contracts to "mafia' /their henchmen. 

a decision has been taken that work of loading/transportation 
of Coal/sand should be departmentalised to the extent possible. 
Pending departmentalisation, contracts for this work are to be 
awarded to cooperatives/ companies of ex-servicemen sponsored 
by the Director General of Resettlement and other co-
operatives recommended by the District Administration. 

2. CISF has been deployed in the affected areas. in a big way to 
effectively deal with 'Mafia' menance. 

3. Rotational transfer of CISF personnel and company employees, 
holding s~nsitive provisions, is being done regularly to prevent 
development of vested interest. 

4. Watch is kept on employees indulging in money lending and 
such employees are transferred to other units/ area, besides 
departmental disciplinary action. Days on which payments are 
made to workers are conveyed to the District Administration to 
prevent forced collections from workers. Workers are also being 
encouraged to receive payments through banks, wherever 
feasible. 

5. After nationaiisation, several screening committees and flying 
squads were engaged to identify the imposters/the cases of 
forged employees. The services of 990 such employees have 
been terminated upto 1989-90. 

6. Major civil works such as construction of quarters, public 
buildings and roads etc. are awarded to Government agencies 
like NBCC, HSCL and BRO. 

Government is fully conscious of the mafia problem and have already 
taken several steps to curb their influence. The situation at present, can be 
said to be broadly under control." 

8.57 The Committee further pointed out that CIL had brought to the 
notice of the Committee that certain Slates were not very responsive to 
law and order problems in and around coal mines and enquired whether 
the Department had some co-ordination with the con\.'erned State 
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Governments to maintain proper law and order situation in mining areas. 
Department of coal replied in a written note that the law and order 
situation was not satisfactory in the coal mining areas in Bihar, and Andhra 
Pradesh. The question of maintenance of law and order in Coal mining 
areas was being taken up with the State Governments at the highest level, 
both political as well as official. The Department had been bringing the 
deteriorating law and order situation to the notice of both the State 
Governments as well as the Ministry of Home Affairs. The question of 
inducting CISF in CCL and SCCL for maintenance of peace and 
safeguarding the properties of coal companies had also been taken up. 

8.58 From the exmination of the working of CIL the committee find that 
while there has been a growth in production from opencast mines, the 
production from underground mines has been stagnant over a period of 
time. The Committee also find that whUe opencast mines are almost 
mechanised, manual method of loading of coal is still prevelent in the 
underground mines. Admittedly the technology used / available in 
underground mines is yet to reach the standards of other major coal 
producing countries. In the past adequate emphasis has not been given to 
develop underground mines as production from open-cast mines has been 
much easier. Ttae Committee would . like the Governme~t as ,Iso the coal 
companies to give more attention to under-ground mining as better quality 
of coal lies in under-ground mines. The Committee need hardly emphasise 
that coal exploration technology for underground mines has to be upgraded 
at par with that of other coal producing countries. 

8.59 CMPDIL, a subsidiary of CIL is mainly responsible for research and 
development work as also the introduction of new technologies in the coal 
mines. It takes assistance of other research organisations in the country. It 
takes foreign consultancy and enters into foreign collaboration for 
technology transfer. Jlowever, the total annual budget of Coal Companies 
for R&D activities and technology upgradation has been in the range of 
RI. 8 to Rs. 14 crores only. Taking note of the volume and infrastructure of 
coal companies, the Committee feel that the budget allocation for these 
activities is proportionately rar too little and Govt. should consider raising it 
appropriately. 

8.60 The Committee are glad to note that these is growing consciousness 
of environment in coal mines and environment management plans now form 
part of the project reports. They also note that several steps have been 
taken to minimise poUution and reclaim land for productive uses. 
Afforestation programmes have also been taken up in coal companies. The 
Committee desire that in view of the importance of the subject, coal 
companies should implement environment plans as outlined in the respective 
project reports and after extraction of coal immediate steps should be taken 
for land re-clamation. They also desire that the Ministry should constantly 
review the progress made in this regard at regular intervals. 
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8.61 The Committee find tbat there has been acute problem of land 
subsidence in Raniganj coalfield of Eastern coalfield Limited. This area falls 
within the State of West Bengal. Mining operations in this coalfield ... 
been going over 150 years. Un-scientifIC and indiscriminate mining 
operations during the pre-nationalisation bave been tbe nuUor cause fOl' this 
problem. Out of tbe 848 hectares of surface land within the limit of 
Raniganj Municipality, about 70 hectares are apprebended to be un-suitable 
and dan2erous. Even though the State Government has enacted a law 
prohibiting construction over ullS8fe areas. The construction work bas not 
been- contained and reportedly it has been increasing. CIL bas sbo.... its 
helplessness in stopping the construction work. As the matter concenis the 
safett of thousands of persons, the Committee recommend that the 
Government sbould take this matter up with the State Government at the 
bigbest level so that further construction work on unsafe areas is· topped 
immediately. Tbe Committee also recommend that necessary .aion should 
also be taken on the recommendations of the expert Committees which 
studied the subsidence problem in the past. 

8.62 Tbe Committee bave been informed that the Department of Coal bas 
approached the West Bengal Government to set up an Authority to tackle 
the problem of land subsidence and for carrying out the restoration works. 
The proposed Authority will have representatives of Department of Coal, 
Coal Companies, State Government, experts and local representatives of the 
people. The Department of Coal bad asked Cn. to release an amount of 
RI. S crores for the purpose. Further, the Department of Coal bas agreed to 
meet recurring expenditure of the Authority. The Committee desire that 
Government should provide necessary funds to tackle the subsidence 
problem. The Committf# would also Uke the Government to pursue tile 
matter with the State Government for setting up the Authority which may 
be entrusted with all the work relating to subsidence problem. The 
Committee would also Uke to be apprised of progress made in this reprd. 

8.63 The Committee have been informed that there have been about 78 
tires in Jbaria Coalfields under DCCL. The impact of these rlreS caD be 
Judged by the very fact that according to the Government estimates, tIIeIIe 
fires have consumed 37 million tonnes of good quality of cooking a.a 
valuing worth Rs. 1000 crores .. So far only 11 rlreS have been controlled 01' 
extinguished. 22 Projects costing about Rs. 200 crores covering all the tires 
have been prepared and the under implementation. Coal Companies expect 
to control rU'eS under 22 projects by the end of 8th Five Year Plan. The 
CODUPittee would Uke the Ministry to monitor the progress of tbeIe projects 
OD regular buis so that these are completed weU within their targetted time 
aad east. 

8.64 The Committee note that about 82% 01 Coal is consumed by the core 
aector viz. Power Houses, Steel plants, RaHways and Cement Plants aDd the 
balance 18% is consumed by several industrial units of varylaa .. 
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including paper, textile, chemicals etc. and domestic COIISUJDen. CIL bas 
brought out that there are necessary linkages with all types of consumers. 
However, the Comlllittee have been baformed that it would not be possible 
for CIL to determine the demand of a large number of industrial units in 
the Non-Core sector eft'edively in the imaII scale sector. Admittedly there 
have been complaints regarding non .. vaiiabiUty of coal in Northern States 
which is stated to be due to non-expansion of loading capacity of Eastern 
Railways. 

The Committee have not gone into individual grievances. They, however, 
feel that there is need to further tone up the marketing set-up Eft'orts should 
be made towards better consumer satisfaction in respect of both core as weD 
as non-core sectors. The Committee also desire that marketing set up should 
be decentralised as far as possible. 

8.65 Even though there bas been increase in railway wagons to core 
sector, wagons to non-core sector have come down from 2478 in 1988-89 to 
1362 in 1991-92. The Committee desire that besides supply of adequate 
wagons to core sector, supply of w .. ons should also be augmented to noD-
core sector particularly the smaU scale units. 

8.66 The Committee lind that In coal mines of CIL wherever cost of 
production per tonne is more than the sale value per tonne by Rs.2OOI4" 
more, these are coasMIered .. un-economic mines. The CommIttee have 
been informed that year 1987-88 to 1990-91 CIL dosed 21 such un-economic 
mines. These mines were doled after iDdepth studies made by CIL. Some of 
these mines were aIIo found un-viable by the Chari Committee ..... 
Banerjee Committee wbicb went into the working of EeL and BCCL 
respectively. The C...uttee are disturbed to DOte that there are ItIII 39 un-
eeonolllic mines under the control of CIL. The Committee reeommead that 
earnest efforts should be made to make these mines economically YiabIe. 

8.67 It appears to the Committee that in the put some StateslState 
F.Jectrkity Boards have approached the Coal Companies to take over _ 
of the un-economic niines for their captive use. The Committee feel ... 
such proposals of State Governments/State Elec:trldty .... , ...... 
Houses should be considered favourably spedaUy wben coal com ..... are 
illcurring huge losses on running the8e mines. 

1.68 The Comlllittee note that coal compaaies receive many complaints 
from various consumers. Most of the complaints relate to quality and size of 
1M mal which reportedly arise due to presenee of atraneous materials and 
ever-sized coal. Certain complaints are.received on "account of short receipt 
ffI a;al. During the years 1988-89, 1989-90 and 1990-91 (AprD-November) 
en, ~nd ~ts subsidiaries received as many as 466, 278 and 192 complaints 
~peci.iveb". Both ell... as well as Department of Coal have informed the 
Committee that several steps are being taken to remove the complaints. The 
main stt:()S include picking up extraneous materials before loading of coal 
aDd installation of crushers to cut the o\'er-sized coal. Besides CIL has taken 
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up • crash plan to iDstaI weighbridges to weigh the coal before despatching 
the coal. Quantity of coal weighed before despatch bas increased from 51 % 

in September, 1989 to 64% in September, 1990. CIL has also appointed a 
bigh power committee to assess accurately the status of implementation of 
various measures adopted towards consumers satisfaction. The high power 
committee wiD also give recommendations for new actions for consumer 
satisfaction. The complaints are also being monitored in the Department of 
Coal. The Committee have also been informed by CIL that with the steps 
taken towards consumer satisfaction the total number of complaints have 
reduced from 518 in 1985-86 to 278 in 1989·90. The Oommittee desire that 
various actions being taken to remove complaints about quality and 
quantity, installation of weighbridges, crushers etc. should be completed 
expeditiously. The Committee desire that they should be informed of the 
recommendations of the high power committee set up to assess the 
implementation of the various measures as also the suggestions for new 
actions to be taken for consumer satisfaction. 

8.69 The Committee find that highest number of complaints came from 
power houses. For instance out of total 466 complaints during the year 
1988-89, 308 complaints were from the power houses. Similarly, during the 
year 1989·90, out of total 278 complaints, 169 were from the power houses. 
Chairman, CIL informed the Committee that the main complaints from 
power houses were due to presence of extraneous material. The Ronghe 
Committee appointed ~y the Government is reported to have recommended 
that aU power houses located at 500 kms. distance should be supplied 
beneficated coal for which number of coal benefication plants are needed. 
So far NTPC has chosen two such projects for which beneticated coal will 
be supplied. The Committee feel that since Government has accepted the 
recommendations of the Rongbe Committee, it should tind ways and means 
to implement the same and accordingly requisite number of beneticated coal 
plants should be installed in a time bound programme. This they hope will 
reduce the complaints from power houses considerably. 

8.70 From the date sup~lied to the ComQlittee about the complaint 
received against the employees of CIL and its subsidiaries during the last 3 
years the Committee got an impression that production and marketing of 
coal could be highly prone to corruption. The Committee are distressed to 
note that as many as 1715 complaints against the officers of CIL and its 
subsidiaries were received during the last 3 years viz. 1987-88~ 1988-89 and 
1989·90. Appropriately the coal companies have been equipped with better 
¥igilance set up. The vigilance wings of CIL, ECL, BCCL, CMPDIL, CCL 
and WCL are headed by the ponce officers of the ranks of IG and DIG 
drawn on deputation basis. All these officers have designated as Executi ve 
Director (Vigilance). The two subsidiary companies which are "ot ha\'ing 
senior ponce omcers in their vigilance wings are SECL and NCL. The 
Committee desire that vigilance wings of these two companies may also be 
strengthened by appointing two police omcers. 
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8.71 The gravity of the corruption iA CIL and it~ subsidiaries can be 
paged by the fact that during the last 5 years as man)" as 85 officers I 
employees underwent major penalties. Out of these 48 officers / employees 
were dismissed from the service, one was compulsoril~- retired and the 
BIIQor penalty of reduction of rank and reduction in stage was imposed on 
36 off"lCeI"SIemployees. During the same period minor penalt)" was imposed 
011 88 offICers/employees. Even now upto September. 1990. as man)" as 75 
cases against officers/employees of coal companies "-ere pending 
investigation by CBI. Besides 345 officers/employees were facing regular 
departmental enquiries. The Committee recommend that these enquiries be 
eompleted expeditiously and officers/employees found guilty should be 
awarded adequate punishments so that it serve as an eye opener to other 
employees of coal companies in general. The Committee would also like the 
~vernment to get the CBI cases expeditiously in"'estigated. ~edless to 
point out that necessary action will be taken against the officers / employees 
found guilty by the CBI/CVC. . 

8.72 The Committee have been informed by CIl that they have been 
facing certain law and order problems in managing their mines in Bihar 
and West Bangal. Tbe most affected company is BCCL wbere mafia indulge 
in cornering contract works, exploitation of labour b)' mone~- lending 
business, organise pilferage of coal from loaded rail wagons etc. Reportedly 
several steps bave been taken by the coal companies to eradicate the mafia 
problem. Tbe major steps taken in this direction are abolition of contract 
works, giving transport work to cooperath'es formed b~ ex-sen-icemen floeal 
villagers, awarding of major civil works to other public sector undertakings, 
taking assistance of local authorities etc. Department of Coal has also 
informed tbat the problem of law and order in coal areas has been taken up 
with concerned States as also with the ~linistQ- of Home Afl'airs. The 
Committee are, however, perturbed to note that certain State Go\'ernment 
are not responding well to tbese problems. The Committee recommend that 
to eradicate the mafia I law and order problems in the coal mining area 
cmnpletely, tbe matter may be taken up at the highest level in the 
Government. 

NEW DELHI; 
April 9, 1992 

Clulilra 20, 1914 (Saka) 

A.R. ANTULA Y 
Chairman. 

Committee on Public Undertakings 



APPENDIX 
Statement of Conclusions / Recommendations of the Committee as Public 

Undertakings contained in the Report 

Sl. 
No. 

1 

1. 

Reference 
to Para 

Conclusions/ 
Recommendations 

No. in the 
Report 

2 

1.27 to 
1.29 

3 

After nationalisation of coal industry in two successive 
spells in 1971 and 1973, in 1975 the entire coal industry in 
the co~ntry excepting Singareni Colleries Company Ltd. 
(Which is in Joint Sector) came under the umbrella of a 
holding company viz. Coal India Ltd. Under this 
arrangement of Chairman of the holding company was 
made the Chairman of subsidiary companies also. 
Subsequently certain structural changes were made in 1977 
whereby Managing Directors of subsidiary companies were 
made Chairman-cum-Managing Directors of their 
respective subsidiary companies. With the increase in coal 
production more subsidiaries have been carved out from 
the earlier production units and presently CIL has 6 
producing subsidiaries viz. ECL, BCCL, CCL, NCL, WCL 
and SECL. Another subsidiary viz. CMPDIL is solely 
responsible for coordinating the research/planning work 
for all the subsidiaries. Proposal for setting up yet another 
subsidiary company to be carved out- from SECL areas is 
also under consideration of the Government. 

The Committee regret to note that presently the role 
and functions of holding company vis-a-vis its subsidiary 
companies have been earmarked in a way where even 
subsidiary companies are required to report directly to the 
Government by passing the holding company. For mstance 
while elL is responsible for overall planning, target setting 
and monitoring of performance of subsidiaries have to 
report directly to the Department of Coal in the crucial 
operational matters like production performance, man 
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management and execution of projects. The prevailing 
system not only erodes the authority of the holding 
company, but contradicts the very concept of the two tier 
system of holding company vis-a-vis subsidiaries. In this 
connection Coal Secretary admitted during evidence that 
there was lack of clear demarcation of responsibilities 
between the holding company and subsidiary companies. 
Secretary was also candid in his admission that there was 
duplication of efforts in regard to certain functions like 
planning and cx\!cution of coal projects. 

It is incredible and yet true that though the Government 
has been considering the restructuring of CIL and its 
subsidiaries for over a decade yet no clear picture has 
emerged so far. The Committee on Public Undertaking 
(1981-82) were informed by the Government as back as in 
November, 1981 that ·the restructuring of CIl.. and its 
subsidiaries was under active consideration of the 
Government. Since then a number of Committees 
appointed by the Government have examined :he matter 
but the final decision is still eluding. Arising out of the 
various studies there are three options before the 
Government viz. (i) to continue with the holding company 
by re-demarcation of role and functions of CIL vis-a-vis its 
subsidiaries; (ii) CIL should be made into a 'Unitary 
Company' with greater autonomy and subsidiaries 
converted into its divisions like Steel Plant vis-a-vis SAIL; 
and (iii) CIL should be abolished and subsidiaries be 
converted into independent companies. While CIL has 
pleaded to make it a unitary company by making 
subsidiaries into its divisions on the pattern of Steel 
Authority of India Ltd., Secretary, Department of Coal 
deposed before the Committee that it will not be possible 
for any single company to manage more than 450 
production units and instead Government proposed to 
bring improvement in the present system. Since the matter 
has already been inordinately delayed the Committee 
desire that the Government should take a final decision in 
the matter without any further delay after taking all 
related matter~ into consideration particularly the 
increased production potential in next 10 years when the 
Coal Companies expect to produce about 400 million 
tonnes as compared to about 190 million tonne during the 
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year 1990-91. The Committee also desire that while 
reorganising the coal companies the Government should 
also consider the recommendations made by Arjun 
Sengupta Committee which inter-alia recommended for 
holding company concept to minimise inter-face between 
the Ministry and the subsidiary company and to keep the 
operations of an enterprises at·an arm's length from the 
Government. This recommendation was emphasised by 
Committee on Public Undertakings in their 32nd Report 
(1988-89) and was accepted by the Government. This 
implies that only the holding company would deal with the 
administrative Ministry and not the subsidiaries.· 

Closely connected with the issue of restructuring of Coal 
Companies is the question of reconstitution of Board 
of CIL and its subsidiaries. The Committee find that there 
are certain imbalances' and lacunae in the present set up. 
For instance elL has no nominees on the Board of its own 
subsidiaries, whereas all the CMOs of subsidiaries are on 
the Board of elL. Secretary, Coal admitted before the 
Committee that this was not a very desirable situation. The 
Committee are apprised· that recently Government has 
decided to associate experts in the related fields in the 
Board of various Coal Companies. The Committee are not 
at all happy with the present arrangement and desire that 
Government should reconstitute . the Board of Coal 
Companies urgently taking all related matters into 
consideration to make lhe Board of Coal Companies more 
conducive to the efficient functioning of coal sector. The 
Committee strongly feel that apart from appointing 
technical experts on the Board of Coal Companies, 
workefS' representatives should also be appointed on the 
Board of these companies with equal powers. 

The Committee find that for the first time a 
Memorandum of Understanding \ (MOU) was signed 
between the Deptt. of Coal and Coal India Ltd. for the 
year 1989-90. Subsequently a similar MOU was signed for 
tile, Jear 1990-91. However, there are diverging views of 
the CJL ~. Department of Coal in regard to its 
usefulness. The Committee was informed during the 
evidence by Chairman, CIL that the current MOU was in 
the form of an extension of Annual Action Plan, which the 
Deptt. of Coal finaJise every year in consultation with 
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Planning Commimon. He also stated that while CIL could 
commit for certain obligations, the administrative Ministry 
was not in a position to commit itself in certain areas like 
supply of power, availability of wagons, lands etc. Besides, 
he pleaded that like other countries, MOO should be 
signed fgr a period of 3 to 5 years. while admitting certain 
limitations, the Department of Coal stated that the concept 
of MOO was new and the idea of delegating additional 
powers to CIL under MOO on year to year basis was to 
continuously evaluate and monitor the system' and to find 
ways and means to improve its efficacy. However, the 
problems regarding availability of power and wagons etc. 
were being solved by coordinating with the concerned 
agencies. As the annual targets etc. are given in Annual 
Action Plan, which is finalised in consultation with 
Planning Commission annually the Committee recommend 
that MOO should be signed at least for a period of 5 
years. This will also ensure more autonomy to the holding 
company. Further the suggestion of CIL to include price 
revision and discontinuation of supply of coal to defaulting 
customers within the ambit of MOU needs consitleration 
by the Govt. 

The Committee find that besides MOU aad Annual 
Action Plan, annual targets are also given in micro-
objectives which are also being framed on annual basis for 
the last two years. In this regard the Committee have been 
informed by the Department of Coal that micro-objectives 
could be framed for a longer period alongwith MOO after 
gaining experience with the operation of annual MOU. 
The Committee find that guidelines issued by BPE in 1979 
and 1983 under which micro-objectives of the undertakings 
are being framed, do not provide for framing of micro-
objectives on annual basis. The Committee accordingly 
recommend that micro-objectives of CIL and its 
subsidiaries should be framed for a longer period instead 
of annual basis. 

The Committee regret to note that the MOU between 
the Government and the CIL is not being signed well 
before the beginning of the financial year. For instance 
MOU for the year 1989-90 was signed on 19th May, 1989 
i.e. after the' financial year had begun. Again the MOO for 
the year 1990-91 was signed as late as on 28th July, 1990 
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i.e. about four months after the financial year had ~gun. 
The Committee deprecate such laity on the part of the 
Government as well as elL in DOt signing the MOU in 
time. This situation becomes more anomalous in the 
context of importance currently being given to the· MOU 
where even the Annual Action Plan and the micro-
objectives reportedly flow from the objectives defined and 
accepted in MOU. The Committee wonder as to how in 
the absence of clear objectives I targets coal companies start 
their production programmes in the initial months till the 
finalisation of MOU which also provides basis for Annual 
Action Plan and micro-objectives. They, therefore, 
recommend that MOU should be signed well before the 
start of the financial year( s) so that there is a clear 
direction ahead and performance of the coal companies do 
not suffer on account of un-specified objectives I targets in 
the initial months of year. 

'The Committ~e are unhappy to note that as per 
performance.indicators given in MOU, the performance of 
CIL • has not been very good. While the overall rating 
of CIL was good for the year 1989-90, it was between 
average and poor for the first six-months of the year 1990-
91. The performance has been very poor particularly in 
production of coal from underground mines in 1989-90. 
The position did not improve duritig the year 1990-91 
(APril 1990-December, 1990). Since under MOU, 
undertakings get more powers and autonomy, it becomes 
all the more essential to achieve the various taqets set out 
in the MOU. The Committee, therefore, desire that all out 
efforts should be made to achieve the targets so that the 
overall performance rating of elL becQDies very good or 
excellent as against the present trend of good or between 
average and poor. 

The Committee find that preseatlyMemorandum of 
Understanding is signed between the Government and 
Coal India Limited. The Committee desire that MOU 
should also be signed between the management and the 
workers so that clear targets of pro4uction and 
productivity are made available to the workers. 

The Committee note that there hasbeea massive 
investment in the coal industry since its natiooaJjsation 
in 1973 and upto March, 1990. CIL and its subsidiaries 
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have invested Rs. 9621 crores in coal/non-coal projects. As 
against the capital expenditure of Rs. 5531 crores during 
7th Five Year Plan (1985-90), the Plan outlay for capital 
expenditure during the 8th Plan period has been proposed 
at Rs. 10499 crores. For this investment the Department of 
Coal has indicated certain priorities. In view of the 
shortage of coking coal in the country, highest priority has 
been accorded to coking coal projects. The Committee also 
find that at present the ratio of coal produced from the 
underground mines and open cast mines is one-thifd and 
two-third respectively. Admittedly better quality of coal 
lies in underground mines. In view of this situation the 
Committee feel that there is urgent need to increase the 
coal production from underground mines. For this, 
besides, coking coal projects, priority has to be accorded 
to underground projects also. 

Examination of the major coal projects of CIL and its 
subsidiaries by the Committee which were sanctioned/ 
completed or were under construction during· the last 5 
years (1985-90) has revealed that there has been huge cost 
escalations as well as time over-runs. The project cost and 
time schedules were revised in most of the cases. In some 
cases even scope of projects/technology to be used were 
changed subsequently. Out of the 63 projects which were 
completed/under-completion during this period as many as 
38 projects were delayed or expected to be delayed beyond 
their scheduled date of completion and the delay ranged 
upto as many as 11 years. Besides, one project was 
uncertain and another project was deferred due to fire. 
Similarly out of the total 63 projects cost escalations took 
place in case of 40 projects. Since the details of all the 
projects have been given in the report (pp. 34-36), the 
Committee· would not like to refer to each and every 
project. Some of the glaring instances of cost escalation are 
Rajmahal, Jhanjra, Moonidh, Jayant, Amlohri projects 
where the cost escalations were of the order of Rs. 475 
crares, Rs. 299 crores, Rs. 165 crores, Rs. 260 crores, 
Rs. 206 crores respectively. Similarly there has been delay 
in completion of the projects to the extent of 9 years to 11 . 
years in case of Rajmahal, Moonidh, Sudama~ih, North 
Amlabad and Bina projects. These facts present a dismal 
picture the enormous cost escalation in the coal projects 



1 2 

10 3.41 

11· 3.42 

163 

3 

has made the exercise of framing cost estimates a futile 
exercise as revised estimates/ actual expenditure have 
increased several times to the original estimates. At this 
stage the Committee cannot but deplore the huge cost and 
time over-runs of such magnitude in coal projects. 

Due to delay in completion of projects, besides the 
enormous intrease in capital expenditure, desired 
production capacity could not be built up in time and on 
this account alone during the last 5 years there has been 
shortfall in production of coal to the extent of 77.48 
million tonnes. The cost and time over-runs have been 
attributed mainly to delay in forestry clearance/land 
acquisition, delay in equipment supply and some-times 
project reports prepared earlier requiring modifications in 
terms of latest knowledge of geology or mining method. 
However the Committee have not been impressed by the 
explanation of CIL as well as Department of Coal that cost 
and time over-runs were beyond the control of the 
ma,nagement. The very fact that only recently some 
officers have been transferred from certain projects On 
account of their non-performance makes the Committee 
feel that time and cost over-runs are mainly on account of 
inert attitude of the management. The Committee desire 
that in order to make the monitoring system more 
effective, ~enior officers should be made responsible for 
completion of the projects within the stipulated time which 
in turn will ensure their active involvement in project 
implementation. Needless to emphasise that adequate 
disciplinary action should be taken against the officers 
found neglecting their duties. 

The main reason for cost and time over-run in coal 
project has' been attributed to the problems in land 
acquisition. The gravity of the problem has been so muah 
that so far as many as 56 projects involving a capital outlay 
of Rs. 3358 crores have suffered on this account. During 
the last 5 years alone as many as 17 projects were delayed 
on account of delay in land acquisition. The land for coal 
projects is acquired under 3 acts viz. Coal Bearing Areas 
Act, 1957, Land Acquisition Act, 1894 and Forest 
Conservation Act, 1980. Coal Companies have been facing 
various problems due to procedural delays in land 
acquisition under these Acts. At the instance of CIL a 
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proposal for certain amendments in Coal Bearing Act was 
under consideration of the Government. The Committee 
are of the 'gpiniGn that all the three Ads should be. 
reviewed and amendments as deemed are necessary to 
simplify the procedure for land acquisition for coal projects 
should be carriC;d out expeditiou~ly . In regard to Iud 
acquisition for coal projects, the Committee would. also 
urge for a better and close coordination between the 
Central Govemm~nt, the concerned State Governments 
and the Coal Companies so that coal projects do not suffer 
due to delay in land acquisition. . 

Besides delay in land acquisition certain projects are 
reported to have get dela,ed due to agitation/ disruption 
by local youth for jobs and rehabilitation of the persons 
evicted from the land acquired for the coal projects. The 
Committee are apprised that recently a rehabilitation 
package has been signed with the displaced persons in 
respect of Sonepur Bazari Project and the same has got 
.acceptability of the concerned State Governments as wen a 
all affected persons. This packago according to elL and 
the Ministry is more liberal and has been made applicable 
to all coal projects in the country. The Committee are also 
informed that the Government is considering an 
improvement over Sonepur Bazari Project package on the 
patJem of Narmada project which was applicable to 
Madbya Pradesh and Gujarat. The Committee hope that 
with these packages for rehabilitation programmes, the 
coal companies will get over the problems of land 
acquisition which has affected many projects in the past. 
The Committee would like to be apprised of the details of 
the new rehabilitation package; after it is finalised and 
approved by the Government. 

Even though elL bas informed that Coal Companies 
have done much for rehabilitation/community develop-
ment schemes for land evictees, the Committee feel that a 
lot of work is yet to be done by the Coal Companies in 
this reprd. The recent steps taken by elL for imparting 
training to the tribals and giving trucks to tribals to carry 
out the transportation work in Coal Companies are some 

. steps in the right direction. The Committee desire that in 
view of· magnitude of the problem of human settlement all 
ne=ssary steps be taken by the Coal Companies to 
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rehabilitate the land evictees as most of the peI'SQDS in 
rw:aI areas do not have any other source of income except 
the agriculture. Further efforts should also be made to 
improve the community facilities like houses, schools, 
electricity, drinking water so that fruits of the development 
also reach the deprived citizens particularly the tribals. The 
Department of Coal should also fully involve itself in the 
rehabilitation programmes and provide necessary help to 
the Coal Companies. 

Another factor which has caused delays in respect of 
certain projects. is . delay in environment clearance. 
Qearance of environment management Plan (EMP) is pre-
requisite for sanction of a coal project and the same is now 
being processed a10ngwith the project report. To ait down 
the time in getting environment clearance Department of 
Coal had asked the Coal Companies in June 1990 to get 
the projects (costing over Rs.50 crores) approved in two 
stages. The first stage would be the approval of an 
Advance Action Plan proposal upto Rs.10 crores which 
will be utilised for surveys of land, acquisition -of Jaad 
includjng forest land, rehabilitation of land evictees, 
collection of environmental data and preparation of 
EMP's. Coal Companies are required to implement the 
'Advance Action Plan' within 30 months from the date of 
its approyal. Within this period Coal Companies are also, 
required to prepare and seek approval of feasibility reports 
a10ngwith environment clearance. About 40 Advance 
Action Schemes were reportedly under implementation by 
the coal companies. The Committee would like the coal 
companies to implement all the Advance Action Plans 
within stipulated time so that the concerned projects are 
taken up for implementation in time. 

Yet adotber faelor which has delayed the 
implementation of coal projects is stated to be due to delay 
in equipment supply by indigenous manufacturers and that 
too by the public sector undertakings like Jessop Co. and 
Heavy Engineering Corporation. These companies delayed 
the supply of required equipments to the extent of 16 to 57 
months particularly. in Cburcha, Jayant and,Bina Coal 
Projects. It appears to the Commi~ that elL as well as 
Department of Coal did not have better coordination wiSh· 
the concerned authorities at the approptiete level. 
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Chairman CIL informed the Committee that in the past 
the suppliers were having faulty foreign collaborations and 
now the coal companies were being consulted at the time 
of foreign col1aboration agreements and regular meetings 
were conducted to ensure timely supply of equipment etc. 
The Committee were also informed by the Coal Secretary 
that to ensure better coordination with the supplier 
undertakings sen ior officers of the Department of .Coal had 
been appointed on the Board of these companies. 
Secretary was also candid in his admission that in t~e past 
there had been delays in payments to the supplier 
undertakings. To obviate this, the Coal Companies have 
been asked to pay advance payment so that supplier 
undertakings do not suffer on account of financial 
constraints. Besides, within the available funds, priority of 
payment has been accorded to these companies. The coal 
companies have also been asked to place orders of 
machinery equipments in advance so that suppliers also 
make their production plans accordingly. These steps are 
stated to have been resorted to from 1991 onwards only. 
The Committee trust that with these steps the position of 
equipment supply will improve. In case of any difficulty 
coal companies should not hesitate in seeking help from 
the administrative Ministry in this regard. The Committee 
also desire that as far as possible coal companies should 
place orders for procuring various equipments/machines 
from the public sector undertakings like Mining & Allied 
Machinery Corporation; Jessop & Co. and Heavy 
Engineering Corporation which have large infrastructure 
and capabilities to manufacture the mining equipmentsl 
machines. 

The Committee also find that in case of certain projects 
the scope of projects was changed or enlarged at later 
stages. In certain other cast:s technology used in the 
projects was not found suitable and had to be changed 
subsequently. In this connection elL informed t~ 
Committee that this happen due to difficult geo-mining 
conditions, change in demand and availability of advanced 
technology at later stages. In view of having separate 
subsidiary company viz. CMPDIL, which is engaged 
mainly in research and planning work, the Committee feel 
that such things could be anticipated. The Committee once 
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again emphasise the need for putting utmost efforts to 
ascertain the actual geo-mining conditions at the time of 
preparation of feasibility project reports so that the 
projects do not suffer at later stages. 

While explaining the reasons for cost over-run in coal 
projects Chairman, CIL informed the Committee that 
at present there was no provision for inflation at the time 
of preparation! approval of projects. Since the Coal 
projects take around 6-8 years in case of open cast mines 
and 10-12 years for an underground mines for completion, 
the capital cost becomes even if the coal project is 
completed as per schedule and the scope of project 
remains the same. Agreeing to the view expressed by 
Chairman, CIL, Coal Secretary stated that projects were 
being formulated on fIXed cost and cost escalation was not 
built in. The Committee feel that by not providing any 
escalation in the project cost, the same are to be revised 
frequently and require approval from various agencies of 
the Government which in tum requires duplication of 
efforts for revIsing! updating I modification of project 
reports and may further delay the completion of the 
projects. The Committee accordingly recommend that 
Government should allow some provision for inflation at 
(he time of finalisation! approval of the projects to make 
the cost estimates more realistic. They further recommend 
that the Government should examine the feasibility of 
introducing inflation accounting in public sector 
undertakings. 

The Committee on Public Undertakings in their earlier 
Reports on Coal India Limited (1980-81) and Eastern 
Coalfields Limited (1986-87) had pointed out several 
deficiencies in project formulation and monitoring system 
in coal companies as well as in Department of Coal. The 
Committee now find that the Coal Companies have 
brought out significant improvement in project planning, 
appraisal, monitoring and implementation. Similarly 
Department of Coal is now reviewing projects regularly 
and it took as many as 21 and 18 review meetings for on 
going projects during the years 1988-89 and 1989-90 
respectively. With the close monitoring of projects out of 
63 on going projects, 13 projects have since been 
completed. The Committee once again emphasise the need 
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to JIl()nitor the projects on regular basis for their timely 
completion so that cost and time over-runs could be 
avoided in the implementation of the coal projects. 

The Committee are distressed to note that Government 
take undue long period in according approval to the 
coal projeCts. As against the norm of 6 months perjod in 
according approval, Government took 6-12 months in. 14 
projects, 12-24 months in 36 projects and more than 24 
months in case of 22 projects. According to the 
Department of Coal the main reason for delay in according 
Government approval has been due to delay in 
environment clearance by the Ministry of Environment. 
Department of Coal has now informed that to overcome 
this problem the Government is sanctioning projects in two 
stages. In first stage approval is given for advance action 
plan which covers the environment clearance, land 
acquisition, rehabilitation programmes etc. The second 
stage covers the feasibility I project reports. In this 
connection Coal Secretary also informed the Committee 
that by giving powers to CIL to sanction projects costing 
upto Rs. 50 crores, certain project proposals have since 
been returned to CIL. The Government has also decided 
to sanction only those projects for which necessary funds 
are available. Besides, recently Government has 
introduced a system to process the project proposals on 
regular basis. With these steps, the Committee hope ~t 
projects will now be cleared by the Government in 
reasonable time so that the cost of the projects do not 
increase on account of delay in Government approval. 

The Committee note that as per latest estimates coal 
reserves are placed at 192 billion tonnes in the country 
and at a production level of 400 MT expected to be 
achieved by the year 1999-2000, these are considered to be 
adequate for 130 yean. DepU. of Coal is coordinating with 
the c:onccmed agencies enpaed in coal exploration 
programmes. Most of the blocks identified for coal 
production during the Eighth and Ninth Five Year Plans 
have already been covered under detaiJed exploration. 
However, the Committee find that less than one-third of 
the total reserves are under the proved category and the 
rest are either indicated or inferred. 1be Committee are 
also perturbed to DOte that due to depletion of better 
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qUality coal reserves production of superior grade has 
decreased from 420/0 of total production in 1980-81 to 14°k 
of total production in 1989-90, whereas production of 
inferior grade coal has increased from 18% to 53% during 
the same period. In view of shortage of coking coal iR the 
country as well as decrease in production of superior 
quality of coal. The Committee recommend that concerted 
efforts be made to identify reserves of better quality of 
coal. They also desire that time bound programmes should 
be chalked out for exploration I production of coal in these 
areas. 

The Committee note that CIL is mainly responsible for 
meeting the coal demand in the country. During the year 
1990-91, out of total production of coal of about 212 
million tonnes, CIL's share is expected to be around 189 
million tonnes. Besides CIL, Singareni Collieries Co. Ltd. 
is producing about 15 to 20 million toones. Another 4 to 5 
million tonnes of coal is produced by captive mines of 
TISCO, lISCO and DVC. A redeeming feature of the coal 
and supply of coal in the country is that while 
quantitatively coal is sufficient to meet the indigenous 
requirement of total coal 4 to 5 million tonnes of coking 
coal "with low ash content is being imported by the Steel 
Plants. Presently,the annual import bill of coal is over Rs. 
600 crores. Working Group Report on Coal & Lignite for 
the 8th Five Year Plan has also estimated that about 24.40 
million tonnes of coking coal will have to be imported 
during the 8th Five Year Plan. 

The Committee have now been informed that to reduce 
the coal imports moder1nsation programmes have been 
taken up to enhance the capacity of the coal washeries. 
With the completion of the modernisation programmes 
these washeries will be able to reduce the ash content level 
from 200/0 to 17+ 0.50/0, which is the requirement of the 
steel plants, The estimated investment in washeries is 
about 168 crores in Seventh Plan and Rs. 484 crores in 
Eighth Plan. While all the short term plans have been 
implemented, long term plans are expected to be 
implemented upto· 1992-93. Howev.er. the CQmnUttee are 
distressed to note that there have been certain slippages in 
the implementation ot modermsatiou programmes 
particularly in Bhojudib, Dugda I & II and Monidh 

1794 LS-24 
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washeries. These delays are reportedly due to finalisation 
of tenders. The Committee feel that this factor was within 
the control of the management and as such could have 
been easily avoided. The Committee, therefore, desire that 
all efforts should now be made to complete the 
modernisation programmes as per time schedule. Apart 
from modernisation of washeries, coal companies have 
given highest priority to coking coal projects. Chairman 
CIL was hopeful that imports will be reduced to zero level 
within the next 7 to 10 years. The Committee desire that 
necessary steps should be taken to stop the coal imPorts to 
check the outgo of much required foreign exchange. 

Incidentally, it came out during the examination of CIL 
that the capacity utilisation of coal washeries was very 
low. Out of about 15 coal washeries the capacity utilisation 
in only two washeries was above 70 percent. In one 
washery the capacity utilisation was as low as 14 percent. 
As the capacity utilisation of these washeries is linked to 
the coal imports, the Committee would like the 
Department of Coal as well . as CIL to have close 
monitoring of these washeries. They hope that after 
implementation of modernisation programmes, capacity 
utilisation of these washeries would be enhanced to a 
reasonable level. 

Based on the demand of various sectors, coal production 
targets are decided by the Department of Coal in consul-
tation with Planning Commission. The Committee find that 
during the last 3 years, the actual capacity utilisation has 
been over 90 percent of the total installed capacity which 
according to Chairman CIL was reasonably wen. CIL 
exceeded production targets in 1987-88 and 1988-89, 
whereas in 1989-90 the production was short by about 5 
million tonnes. During the year 1990-91 as against the 
production targets of 194 millions, CIL expected to achieve 
around 190 Drillion tonnes. The Committee however, are 
sorry to note that production from the underground mines 
bas been stagnating. As against the underground 
production of 59.08 million tonnes in 1987-88 production in 
1989-90 was 58.79 million toones only. The Report of 
Working Group on Coal & Lignite for 8th Five Year Plan 
has also brought out that one of the factors for less 
production from underground mines had ~n due to lack 
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of willingness for underground mining as targets c:ould 
easily be achieved by easier open cast mining. The 
Committee deplore lackadasical approach of the 
management of coal companies in producing coal from 
underground mines. Several steps are stated to have been 
initiated for increasing the production from underground 
mines. The Committee desire that the production targets 
which are fixed separately both for underground and 
opencast mines should be achieved as fixed separately. 

The Committee are distressed to find the dismal 
production performance of ECL and BCCL, both of which 
are having major underground mines. For instance' during 
the year 1989-90 in ECL as against the assessed capacity 
and targets of 32.66 and 30.02 million tonnes respectively, 
the actual production was 24.49 million tonnes only. 
Similarly in BCCL as against the assessed capacity and 
targets of 33.02 million tonnes and 27.50 million tonnes 
respectively ,the actual production was 26.6 million tonnes. 
Chairman, CIL was candid in his admission before the 
Committee that the shortfall in production in these two 
companies had brought down the total achievement. The 
main reasons for poor production performance in these 
companies are stated to be ·due to power shortage in 
eastern sector and difficult geomining conditions caused 
due to un-scientific mining during the pre-nationalisation 
period. The Committee desire that CIL and Deptt. of Coal 
must help ECL & BCCL to overcome these problems by 
coordinating with State Electricity Boards as also in 
opening new mines to make up the loss of production in 
old and depleted mines. The coal companies have also 
initiated certain steps to raise production and productivity 
from the underground mines. The Committee trust that 
these steps will help in raising the production from 
underground mines. The Committee have got an 
impression that even though coal mines have been 
developed on left bank of the Damodar river, not much 
has been done on right bank of the river. The Committee 
accordingly recommend that coal reserves situated on right 
bank of the Damodar river should also be exploited by 
opening new mines to augment the coal production. 
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25 4.86 From the cause wise analysis of production losses, the 
and CommiUee find that power shortage is the main 
4.87 production constraint. Due to power shortage the coal 

companies have lost production to the extent of 22 lakh 
tonnes, 35 lath tonnes and 57 lath tonnes during the years 
1987-88, 1988-89, 1989-90 and 1990-91 (upto Jan. 1991) 
respectively. It has also been noticed that power shortage 
has affected mainly underground mines. The Committee 
were informed by CIL that generation of power in DVC 
which was source of power supply to ECL, BCCL and 
CCL was much below the installed capacity and as &uch it 
could not supply power to the desired level. For instance 

. as against the demand of 443.5 MV A, and 505.5 MV A, 
during the years 1988-89 and 1989-90 the actual supply 
from DVC was 386.6 MV A and 380.8 MV A respectively. 
The steel and railways sectors get priority over the coal 
sector. Besides less supply of power, the number of 
interruption increased from 15823 in 1988-89 to 23778 in 
1980-90. Chairman CIL also stated before the Committee 
that in the absence of power, no mining work was possible 
as it affected workers safety. 

The Committee were informed that the annual 
requirement of power in coal companies during the 8th 
Five Year Plan would be from 915 MV A to 1285 MV A for 
which Central Electricity Authority had been informed for 
advising the concerned State Electricity Boards. The 
Committee were informed by Department of Coal that 
regular liaison was being done with the concerned power 
suppliers for getting regular power supply. The Committee 
feel that since Government lays down production targets 
for coal companies, it is the duty of the Government to 
ensure availability of inputs particularly the power. 
Accordingly, the Committee urge that Government should 
give all possible help in providing adequate power supply 
to the coal companies so that their men and machines do 
not remain idle. As the coal is main input for power 
generation, coal companies should also be able to exert 
influence over power suppliers. 

26 4.88 The Committee were also informed that some. CBRtive 
diesel power plants bad been installed by the coal 
companies having 82 MV power capacity. CIL bas. 
prepared feasibility reports of 5 more captive power plants· 
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and sites have been identified for another 6 captive plants. 
The Committee recommend that there captive power plants 
should be completed in a time bouna programme so that 
generation capacity is built up in time. 

4.89 Besides, power shortage, the other main production 
constraint has been absenteeism. Due to this factor 
alone elL lost coal production to the extent of 13 lakh 
tonnes, 4.39 lakh tonnes, 21.79 lakh tonnes and 17.59 lakh 
tonnes during the years 1987-88, 1988-89, 1989-90 and 
1990-91 (upto Jan. 1991) respectively. Coal companies also 
lost production due to industrial problems to the tune of 7 
lakh tonnes, 3.78 lakh tonnes, 4 lakh tonnes and 2.Z7 lath 
tonnes respectively during the above years. The 
Committee have been informed by elL that steps are 
being taken to reduce the absenteeism by seeking help of 
workers Committees as also by providing improvement in 
quality of life of miners. The industrial relations are also 
reported to have improved by settling various matters 
through joint consultative committees. Similarly, wage 
settlement for coal industry is also done by the joint 
Bipartite committee, which is appointed by the 
Government, having representatives from all coal 
companies and recognised trade unions. The Committee 
desire that coal companies -should further improve the 
working conditions as also the living conditions of workers 
to reduce the absenteeism which is mainly in underground 
mines where working conditions are difficult as compared 
to open cast mines. The Committee appreciate the steps 
taken by the coal companies in improving the industrial 
relations through various joint committees. Efforts should 
further be made to bring imprpvements in the present joint 
committee system with a view to improve the industrial 
relations. 

28 4.90 As per the stocking policy for coal companies framed in 
and 1985 in consultation with Planning Commission individual 
4.91 mine cannot hold stocks for more than 3 months and 

undertaking as a whole should not kc'!p more than one 
month, production as stock. However, the Committee 
regret to note that the actual coal stocks of elL at the end 
of each of the last S years have been more than double the 
prescribed limits. For instance as against the one month 
prescribed production of 14.89 million tonnes during the 
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year 1989-90, the actual stock at the end of the year was as 
high as 36.62 million tonnes. The Committee take a very 
'serious note of this particularly in view of the fact that it 
involves blocking of huge scarce working capital. Besides, 
since stocks lying for longer period leads to deterioration 
in quality and are prone to theft and risk of fire, the 
Committee, urge that all necessary steps should be taken 
urgently to bring coal stocks within prescribed limits. 

The Committee were informed by CIL that the main 
reason for piling up of stocks was due to problems in 
transportation particularly in availability of· railway 
wagons. To overcome these problems, Secretary 
(Coordination) has started conducting weekly meetings to 
review the infrastructure constraints relating to supply of 
coal to power, steel and cement sectors. There has been 
improvement in supply of coal since then and from a daily 
average of 12354 wagons in October, 1990, CIL .was 
despatching about 14702 wagons during January, 1991. The 
Committee trust that the holding of coordination meetings 
would be a regular feature from now onwards for smooth 
despatch of coal to end users. It will help in better offtake 
of coal as well as reduction in huge coal stocks. 

29 4.92 Chairman, CIL informed the Committee during his 
evidence that there had been a tendency to indicate higher 
demand by the end users of coal on the basis of which the 
production targets were being fixed in consultation with 
Planning Commission. With the result actual offtake had 
been less than the expected demand. The Committee 
would like the Planning Commission to take care of 'this 
factor so that the expected demand from various users is 
very near to their actual requirements. The Committee 
also feel that since the coal production requires advance 
production planning, particularly in the form of opening up 
of new mines, there should be some sort of commitment 
by the endusers so that the coal companies do not suffer 
on account of coal users' over-estimation of demand. 

30 4.93 Chairman, CIL also informed the Committee that at 
present most of the power houses in the country were 
carrying coal stocks for 15 days consumption as against 90 
days stock kept by power houses in U.S.A. In this 
connection he pleaded that power houses in the cow1try 
should, keep more stocks to overcome any problems in 
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regular suppJy of coal. He also suggested that some 
stockyards could be build up near the main end-users. The 
Committee find merit in these suggestions and accordingly 
recommend that Government should examine the matters 
in detail with concerned parties before taking a final view 
in the matter. 

31 4.94 The Committee are perturbed to note that coal 
companies are making huge adjustments for shortage of 
coal in their accounts. During the last 5 years on this 
account subsidiaries of CIL made book adjustments to the 
tune of over Rs. 250 crores. ECL alone accounted for 
adjustment of 22.86 lakh tonnes in the year 1989-90 .. The 
Committee were stunned to hear from the Coal Secretary 
that in ECL there had been massive over-reporting of 
production. The Committee were further informed that on 
account of this CMD of the Company had been removed. 
Similarly in CCL action had been taken against some 
senior officers responsible for shortage, accumulation of 
non-vendable stock etc. The Committee would like the 
CIL as well as Department of Coal to keep a close watch 
on the actual production vis-a-vis actual stock holdings for 
taking timely remedial measures wherever necessary . 
Needless to emphasise, suitable action should be taken 
against the officers found responsible for over-reporting of 
production, shortages of coal etc. 

32 4.95 The Committee on Public Undertakings in their 25th 
Report (1986-87) had noted that the punishment awarded 
to the persons found responsible for coal shortages was not 
commensurate with the offence committed. The 
Committee had accordingly recommended that as agreed 
to in evidence by Additional Secretary, Department of 
Coal, the Government should revise the guidelines for 
awarding punishments with a view 10 providing severe and 
exemplary penalties for those found responsible for 
shortages of coal. The Committee, however, regret to note 
that the guidelines have not been revised so far. The same 
guidelines which were spelt out by the Government in 
1986-87 are yet to be incorporated in the relevant rules of 
CIL. The Committee take serious view of the matter 
particularly when the representatives of Department of 
CoaJ had agreed to revise these. Since then about 4 years 
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have elapsed without any progress. The Committee are not 
satisfied with the new argument of the Department of Coal 
that it would not be legally possible to frame general 
guidelines. The Committee wonder how in the absence of 
any guidelines coal companies take disciplinary action 
against the erring officials. 

33 4.96 The Department of Coal also informed the Committee 

34 4.97 

35 5.29 
and 5.30 

as far back as in March 1988 that elL had appointed 
an Expert Group to go into the existing production 
despatch, stock reporting system with a view to remedy" the 
deficiencies, if any, that exist. 

However, it came out during the examination of elL 
that .ndian Institute of Management, Calcutta, which was 
entrusted to go into the matter had not submitted any 
report so far. The Department of Coal has ~ -tried to 
wash their hands by merely saying that it was an internal 
matter of CIL and they did not remind the CIL to get the 
report of experts expedited. The Committee cannot but 
deplore the callous attitude both of elL as well as 
Department of Coal as both of them just slept over the 
matter after informing the Parliamentary Committee. The 
Committee would like the CIL/Department of Coal to get 
the report expedited. Needless to point out necessary 
action should be taken on the expert's report 
expeditiously. 

The Committee have also been informed that two more 
sub-Committees have been appointed to go into the 
prevailing system of maintenance, control and verification 
of coal stocks at all mines. While one sub-Committee has 
been constituted by CIL Board on 20th December, 1990 
the other Committee has been appointed by the 
Consultative Committee for the Ministry of EnerlY on 
20th September, 1990. The Committee recommend that 
these sub-Committees should be asked to submit their 
Reports within a short specified period. The Committee 
would also like to know the recommendations of these 
sub-Committees as also the action taken by the 
Department of Coai/CIL on the recommendations. 

The Committee regret to note that utilisation of heavy 
machines like shovel, dumper and dozer has been much 
short of the utilisation norms fixed by CMPDIL, 
a subsidiary of CIL itself. As against the CMPDIL norms 
the actual utilisation of shovel, dumper and dozer renged 
between 61 to 67 percent, 46 to 56 percent and 50 to 64 
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percent respectively during the years 1986-87 to 1989-90. 
On account of poor utilisation of these machines during 
the year 1989-90 alone the idle hours in respect of shovel, 
dumper and dozer were 9,99,363, 51,95,718 and 11,88,078 
respectively.. The Committee were informed that low 
utilisation of heavy machines was mainly due to delay in 
getting imported spares, delay in supply of indigenous 
spares by other p~lic sector companies, shortage of power 
and shortage of skilled operators. 

Several steps are reported to have been taken to 
overcome these problems. Department of Coal is also 
ensuring timely supply of spares by other public sector 
undertakings like BEML, MAMC and Jessop & Co.- To 
further improve the availability of spares in short time one 
of the supplier companies has also opened some spare 
parts depots in coal companies. Besides, suppliers are 
being asked to establish separate supply channel to attend 
the emergency break-downs. The Committee hope that 
with the steps taken by coal companies, utilisation of 
heavy machines will be increased to the desired level. The 
Committee also desire that efforts should be made to 
achieve the CMPDIL machine utilisation norms. 

The Committee are perturbed to note that the 
availability of underground machines has been very less 
as compared to the machines! equipments on the foIls. The 
Committee fined this situation highly unsatisfactory as 
after investing huge amount in plant and machinery, many 
of them were not available for utilisation. At the end of 
March, 1990, the availability was just 54 percent and 
53 percent in case of CCM and Road Header/Dint Header. 
Some of the equipments!machines were withdrawn for 
preventive maintenance and capital repairs. The 
Committee has get an impression that system of preventive 
maintenance has not been streamlined properly in the coal 
companies otherwise there could be no other reason for 
which a number of machines! equipments were not 
available for working at a time. The Committee, 
accordingly, recommend that coal companies should 
streamline the system of preventive maintenance sO that 
minimum number of machines are away from the place of 
working as also all the machines are attended for capital 
repairs after regular intervals. Taking note of. the fact that 
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coal companies are having over hundred well equipped 
workshops, the Committee feel that it should not be an 
impossible task. 

Even though the coal companies are having 119 well 
equipped workshops, repairs I maintenance of equipmentsl 
machines were being done through outside private parties. 
The expenditure incurred on repairs done through private 
parties iDcIaIed from Rs. 31. n crores in 1987-88 to 
Rs. 54.69 cnns in 1989-90. en. has also planned to instal 13 
IIlOI'e worbbopI in coal companies. The Committee do not 
approve paJIIICat of such bUF money to private parties 
pu1icuIarIy wben the coal companies have got their own 
weD equipped worbbopI. The Committee, therefore, 
rec:ommeacI that the repair I maintenance work should be 
restlicted to the departmental workshops and only in 
~ c:imJmstances where departmental workshops 
are waabIe to carryout any complicated job, coal 
c:ompuies should be allowed to get it done through 
outside parties. 

The Committee find that besides NEC. where hiring of 
heavy HEMM is uaavoidable due to seasonal mining, EeL 
had also been hirin& HEMM at considerable costs. The 
hirin& cost of HEMM by ECL during the years 1987-88, 
1988-89 and 1989-90 was Rs. 41.65 crores, Rs. 35.41 crores 
and Rs. 39.11 crores respectively. In this connection the 
Committee on Public Undertakings (1986-87) while 
examining the working of ECL had found certain 
irregularities in awarding work to private parties and had 
recommended a probe in the matter by an independent 
expert body. In pursuance of the Committee's 
recommendations the Government appointed an Expert 
Group to look into the various issues connected with the 
hiring of HEMM by ECL. Based on the Expert Group 
recommendations the Government decided in 1988 to 
discontinue the hiring of HEMM in a phased manner 
within the next 3 years. The Committee were informed by 
the Department of Coal that CIL and ECL had been 
asked to totally stop the hiring w.e.f. 1.4.1991. However, 
reacting to the total stoppage of hiring Chairman, CIL 
stated before the Committee that good quality of coal 
existed in eastern sector in small and isolated patches and 
for that hired equipments were economical as compared to 
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the departmental machines I equipments.He also stated 
that to replace the hired equipments, more iDYelbDeDts 
will have to be made in procuring new machines failing 
which there would be loss of production in ECL to the 
tune of about 4 million tonnes annually. Coal Secretary 
also informed the Committee that coal companies. had 
raised this problem and they were re-examining the 
matter. The Committee desire that hiring of HEMM 
should be resorted to only in extra-ordinary circumstances 
where the capacity utilisation of internal machines had 
reached at an optimum level." 

The Committee find that Coal companies are having 
over 6 lakhs employ:ees and the wage bill of' coal 
companies constitutes about 55 percent of the total cost of 
production. The Committee also note that with the various 
measures taken to restrict the increase in manpower 
strength like introduction of voluntary retirement scheme, 
CIL has been able to bring down the total manpower 
strength from 6,75,115 in 198&-87 to 6,67,705 in 1989-90. A 
recent study by CIL has brought out that there are about 
19518 surplus workers in the coal companies. They are 
mainly in ECL, BCCL and eCL. The study has also 
revealed that out of over 19000 surplus workers there are 
13397 female workers who could not be employed in 
underground mines. Efforts are reportedly being made to 
impart training to the surplus workers to redeploy them in 
productive jobs. Further certain jobs have been identified 
to redeplqy the female workers. CIL also informed the 
Committee that within next 2-3 years all the surplus work 
force would be gainfully re-deployed. The Committee 
recommend that for imparting training and for re-
deployment of surplus workers in productive jobs, a time 
bound programme should be prepared and be meticulously 
followed. 

As against the projection of 7,46,398 work force by the 
coal companies by the terminal year of the Eighth Five 
Year Plan, the Working Group on Coal and Lignite for 
8th Plan has recommended the total manpower strength at 
7,06,070. Further large scale mechanisation in mrues will 
need more skilled manpower for which coal companies ate 
required to impart training to its employees. The 
Committee would like to emphasise the need to restrict the 
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manpower strength of the coal companies as it is very 
much linked to their profitability. The Committee also 
desire that to meet the demand of skilled workers, massive 
training programmes should be arranged in coal companies 
so that un-skilled workers are upgraded in skilled 
categories. This will not only help in restricting the total 
manpower strength of the coal companies, but it wilt also 
help in the career prospects of the employees/workers, 
which is essential for enthusing the workers for better 
performance. 

The Committee are distressed to note that even though 
there are surplus workers in coal companies, CIL had been 
paying overtime allowance over Rs. 100 crores annually. 
The payment of overtime increased from Rs. 86.8 crores in 
1985-86 to Rs. 169.6 crores in 1988-89. The Committee 
were stunned to hear from Chairman, CIL that in certain 
mines all workers were used to be called on Sundays even 
though a small group of workers was required to attend 
the job. Admittedly there was lack of proper control. CIL 
as well as Department of Coal have now tried to justify the 
payment of overtime on the plea that it was necessary for 
certain essential services which were required to be 
attended on Sundays and holidays like ventilation, 
maintenance, pumping out of water from mines, water/ 
electricity supply etc. The present practice of payment of 
wages twice I thrice in lieu of working on Sundays in 
addition to compensatory holiday is not justifiable. The 
Committee desire that while finalising wage arrangements, 
workers representatives should be convinced that this 
practice goes against the economic viability of the coal 
companies and should be stopped. The Committee on 
Public Undertakings (1986-87) in their 25th Report on 
Eastern Coalfields had also recommended that payinent of 
overtime should be reduced to the minimum by deploying 
the exiSting manpower in a scientific manner. The 
Committee once again emphasise the need for preparing 
work plans/duty rosters in such a way that workers are put 
on duty on Sundays and holidays by rotation and in lieu of 
that they are given compensetory leave without making 
any overtime/additional payment. Government/CIL 
should ensure that undue payment is stopped henceforth. 
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The Committee are perturbed to note that per-man 
productivity in underground mines has been very low. 
As against the BICP norms of 0.69 tonnes, pet-man 
productivity in underground mines in CIL as a whole was 
only 0.55 in 1989-90. The position was still worse in ECL 
and BCCL. During the year 1987-88 to 1989-90 per-man 
productivity in underground mines in ECL ranged between 
0.43 to 0.48 tonnes only. Similarly in BCCL it ranged 
between 0.47 to 0.50 during the same period. The 
Committee have been informed that the main reasons for 
low productivity in underground mines were difficult 
working conditions as also absenteeism which was as high 
as 40 to 45 percent in some companies. In this connection 
the Committee have recommended elsewhere in the 
Report that with a view to reducing absenteeism, efforts 
shouJd be made to improve the quality of life of workers 
as also the working conditions. 

The Committee also find that while there has been 
improvement in productivity in open cast mines, the per 
man productivity in underground mines has not improved 
much rather it decreased to 0.55 tonne in 1989-90 from 
0.57 tonne in 1988-89. The coal companies are reported to 
have taken certain measures to mcrease the productivity 
particularly in underground mines. The Committee desire 
that CIL and Department of Coal should review and 
monitor the results of such measures and efforts should be 
made to achieve the productivity norms fixed by BICP. 

The Committee find that Coal companies are 
experiencing difficulties in collecting dues from main 
consumer sectors viz. Power Houses, Steel Plants and 
Railways. The total outstandings of CIL as a whole stood 
at Rs. 2163.75 crores at the end of March 1990 and out of 
this Rs. 1876.60 crores were due from Power Sector alone 
which accounts for about 88 percent of the total dues. 
According to CIL non-recovery of dues in time had 
severely affected their profitability. This also affected CIL 
ability to repay their loans and interest in time on accou;tt 
of which incidence of interest increased considerably. CIL 
also brought to the notice of the Committee that State 
Electricity Boards did not make payment on account of 
their own financial crisis. Various steps are stated to have 
been taken at the level of CIL/ Department of Coal I 
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Energy Ministry to' recover the outstanding dues. Coal 
Companies have decided to supply coal against advance 
payment to new power houses commissioned after April, 
1989. Coal Companies have also decided to suspend the 
coal supplies to the defaulter power houses. However, this 
did not work as reportedly there were pressures from the 
various levels to restore the supply. From the -year 
1990-91, the Government has also decided that 25% of the 
undisputed claims will be adjusted against the central 
assistance payable to the State Government schemes·in 3 
monthly instalments. Under this scheme, elL got about 
Rs. 273 crores upto February, 1991. The Committee would 
like the Government to provide all necessary help to coal 
companies in timely recovery of their dues from various 
sectors particularly the State Electricity Boards. As 
proposed, appropriate rate of interest should also be 
charged from the defaulters. 

The Committee have also been informed that State 
Electricity Boards have a tendency to withhold the 
payment on the pretext of some dispute or the clear. The 
disputed areas for withholding of payment SEB's are 
stated to be due to surface transportation charges, non-
payment of washery coal as per Government pricing, 
refllsal to pay sizing charges and making unilaterally 
deductions on account of freight, enroute shortage, 
oversize coal, statutory charges etc. On account of these 
disputes, disputed claims stood at Rs. 818 crores at the end 
of March, 1990 which is over 1JJ of the total outstanding 
dues; The Department of Coal has now informed the 
Committee that the Government bas been continuously 
looking into the long standing disputes between CIL and 
thermal power stations and as per the decision of the 
Committee of Secretaries, Ministry of Programme 
Implementation bas been asked to sort out the problems 
relating to billing and grading of coal. The Ministry of 
Programme Implementation alongwith representatives of 
Department of. Coal, Depart~en1, of Power. .. , CEA, 
Railway Board aacfBICP etc. bas taken up the .. tter to 
sugest a satisfac:tory:JIilCthod for settlement. of disputes 
and a standing· arruplilealS for automatic settlement of 
disputes relating to qUality of. coal etc. from time to time. 
The work was reported 'to be in progerss. The Committee 
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desire that the Ministry of Pregramme Implementation 
should be asked to expedite the matter and give their 
findings I recommendations withil! a short specified period. 
The Committee would also like to know the progress in 
the matter within 3 months of the presentation of this 
Report. 

The Government has also suggested some action plan to 
re~lve the disputed claims and one of the steps suggested 
by them is having joint sampling system in the collieries. 
The Committee hope that this system of joint sampling 
(i.e. having representatives of coal companies as also of 
user sectors at the time of loading of coal) will reduce the 
disputes considerably and accordingly recommend that this 
should be implemented in all despatch points at the 
earliest. 

The Committee note that the cost of production varies 
in different subsidiary companies. The cost of production 
was very high in case of ECL, BCCL and NEC. As against 
the average cost of production of Rs. 264.69 per tonne of 
CIL as a whole during the year 1989-90, the cost of 
production in ECL, BCCL, and NEC was Rs. 451.27, 
Rs. 370.71 and Rs. 557.58 per tonne respectively. The 
Committee were informed that these companies mainly 
consist of underground mines and the cost of production in 
underground mines was more as compared to open cast 
mines. Besides, in NEC the wage structure was higher by 
15% due to difficult working conditions. The Committee 
were also informed that during the years 1985-86 to 1989-
90 with the various measures taken to control the cost of 
production, the coal companies have been able to restrict 
the increase in cost of production. to 23.7 percent as 
against the increase of 33 percent in wholesale price index 
during the same period. The Committee, however, regret 
to note that the actual cost of production was higher than 
the normative cost arrived at by BJCP norms in 1986-87 
and 1990-91. As against the normative cost of Rs. 201 per 
tonne in 1986-87 the actual cost of production was 
Rs. 221.54. Similarly in 1990-91 (upto December, 1990) as 
against the normative cost of Rs. 299. the actuaf ~ost was 
Rs. 310.82. This is reported to be due to less production as 
against the targets fixed for the year 1990-91. The 
Committee. therefore. recommend that necessary stl!pS 
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should be taken to achieve the production targets so that 
cost of production remains within the norms fixed by 
BICP. The Committee also' desire that coal companies 
should review their cost control systems and wherever 
necessary, it should be strengthened further. 

The Committee are distressed to note that as against the 
investment of over Rs. 9,000 crores in CIL and its 
subsidiaries by the Government, the cumulative loss of 
CIL as a whole stood at around Rs. 2500 crores at the end 
of March, 1991. Due to heavy financial losses, CIL bas 
been unable to repay loans and interest to· the 
Government. At the end of March, 1990 over Rs. 1000 
crores was due to be paid to the Government. CIL has 
attributed this sorry state of affairs due to inadequacy of 
notified prices or delay in affecting price revision. 
Whereas, Department of Coal has informed the 
Committee that accumulation of huge losses is due to 
various factors viz. legacies of pre-nationalisation era, 
increase in wage and large investment for welfare, incr~ase 
in proportion of low grade coal, non-settlement of dues by 
coal q;msumers, heavy capital investment, cost over-runs, 
low productivity of labour and machines and high level 
coal stocks. The Committee have already given their 
observations I recommendations on these factors in earlier 
Chapters of the Report. 

The Committee find that prior to January 1984 the 
Government was not compensating certain cost inputs like 
depreciation and interest. Since 1986-87 the coal prices are 
being fixed on the normative cost study done by BICP in 
1985. The. coal prices are fixed on the basis of normative 
cost based on BICP study after making a provision of 120/0 
return on capital employed. The BICP also provided a 
scientific formula for compensating the increase in cost 
after periodic intervals. The Committee were informed by 
Chairman. CIL during evidence that there have been 
delays in effecting price revision of coal and coal 
companies were incurring huge losses on this account. The 
Committee have now learnt that coal prices have been 
revised w.e.f. December. 1991. The Committee would like 
the management to make all efforts to curtail the cost of 
production so that coal companies are able to wipe out 
their losses. 
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About pricing policy, CIL has suggested to the 
Government to fiX the coal prices 'on gross calorific value 
content in various grades of coal instead of prevailing 
system of fixation of coal prices on the basis of useful heat 
value (UHV). This was also agreed to by BICP. CIL also 
(UHV). This was also agreed to by BICP. CIL also 
brought out that certain coal projects inspite of their non-
viability have. been taken up by the coal companies in 
overall national interest. In this regard BICP had 
recommended that coal supplied to power stations installed 
after 1-4-1987 should have price structure based on 
normative cost with adequate return on capital employed. 
The Committee have been informed by the Department of 
Coal that while fixation of price on the basis of calorific 
value content is under consideration of Government, 
suggestion for project based pricing is not considered 
practical. The Committee recommend that the 
Government should consider these issue which have 
approval of BICP and take a decision in the matter at the 
earliest. 

From the examination of the working of CIL~ the 
Committee find that while there has been a growth 
in production from opencast mines, the production from 
Underground mines has been stagnant over a period of 
time. The Committee also find that while opencast mines 
are almost mechanised, manual method of loading of coal 
is still prevalent in the underground mines. Admittedly the 
technology used I available in underground mines is yet to 
reach the standards of other major coal producing 
countries. In the past adequate emphasis has not been 
given to develop underground mines as production from 
open-cast mines has been much easier. The Committee 
would like the Government as,;also the coal companies to 
give more attention to underground mining as better 
quality of coal lies in underground mines. The Committee 
need hardly emphasise that coal exploration technology for 
undergrou~d mines has to be upgraded at par with that of 
other coal producing countries. 

CMPD IL, a subsidiary of CIL is mainly responsible for 
research and development work as also the introduction of 
new technologies in the coal mines. It takes assistance of 
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other research organisations in the country. It takes 
foreign consultancy and enters into foreign collaboration 
for technology transfer. However, the total annual budget 
of Coal Companies for R&D activities and technology 
upgradation has been in the range of Rs. 8 to Rs. 14 
crOTes only.Taking note of the volume and infrastructure 
of coal companies, the Committee feel that the budget 
allocation for these activities is proportionately far too 
little and Govt. should consider raising it appropriately. 

The Committee are giad to note that there is growing 
consciousness of environment in coal mines and environ-
ment management plans now form part of the project 
reports. They also note that several steps have been taken 
to minimise pollution and reclaim land for productive uses. 
Afforestation programmes have also been taken up in coal 
companies. The Committee desire that in view of the 
importance of tbe suhject. coal companies should 
implement environment plans as outlined in the respective 
project reports. and after extraction of coal immediate 
steps should be taken for land re-clamation. They also 
desire that the Ministry should constantly review the 
progress made in this regard at regular intervals. 

The Committee find that there Jau been acute problem 
of land subsidence in Raniganj Coalfield of Eastern Coal-
field Limited. This area falls within the State of West 
B\!ngal. Mining operations in this coalfield have been 
going over 150 years. Unscientific and indiscriminate 
mining operation~ during the pre-nationalisation have been 
the major cause for this pronlem. Out of the 848 hectares 
of surface land within the limit of Raniganj Municipality, 
about 70 hectares are appreheaded to be un-suitable and 
dangerous. Even though the State Government has 
enacted a law prohibiting construction over unsafe areas, 
the constructioD work has Dot beeD contained and 
reportedly it has been increasing. elL has shown its 
helplessness in stopping the construction work. As the 
matter concerns the safety of thousands of persons, the 
Committee recommend that the Government should take 
this matter up with the St~~e Government at the highest 
level so that further construction work on unsafe areas is 
stoppcJ immediately.The Committee also recommend that 
necessary a~tion should also be taken on the 
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recommendations of the expert Committees which studied 
the subsidence problem in the past. 

The Committee have been informed that the 
Department of Coal has approached the West Bengal 
Government to set up an Authority to tackle the problem 
of land subsidence and for carrying out the restoration 
works. The proposed Authority will have representatives 
of Department 'of Coal, Coal Companies, State 
Government. experts and local representatives of the 
people. The Department of Coal had asked CIL to release 
an amount of Rs. 5 crores for the purpose. Further, the 
Department of Coal has agreed to meet recurring 
expenditure of the Authority. The Committee desire that 
Government should provide necessary funds to tackle the 
subsidence problem. The Committee would also like the 
Government to pursue the matter with the State 
Government for setting up the Authority which may be 
entrusted with all the work relating to subsidence problem. 
The Committee would also like to be apprised of progress 
made in this regard. 

The Committee have been informed that there have 
been about 70 fires in Jharia Coalfields under BCCL. The 
impact of these fires can be judged by the very fact that 
according to the Government estimates. these fires have 
consumed 37 million tonnes of good quality of coking coal 
valuing worth Rs. 1000 crores. So far only 11 fires have 
been controlled or extinguished. 22 Projects costing about 
f<.I. 200 crares covering all the fires have been prepared 
and are under implementation. Coal Companies expect to 
control fires under 22 projects by the end of 8th Five Year 
Pla.l. The Committee would like the Ministry to monitor 
the progress of these projects on regular basi~ so that these 
are completed well within their targettetl time and cost. 

The Committee note that about 82% of Coal is 
consumed by the core sector viz. Power Houses, Steel 
Piants. Railways and Cement Plants and the balance 18% 
is consumed hy several industrial. units of varying sizes 
including paper. textile, chemicals etc. and domestic 
consumers. CIL has brought out that there are neces.\ary 
Iinkllges with aJr types of consumers. However, the 
Committee have been informed that it would not be 
possihle for CIl to determine the demand of a large 
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number of industrial units m the Non-Core sector 
effectively in the small scale sector. Admittedly there have 
been complaints regarding non-availability of coal in 
Northern Sta~ which is stated to be due to non-expansion 
of loading capacity of Eastern Railways. The Committee 
have not gone into individual grievances. They, however, 
feel that there is need to further tone up the marketing 
set-up. Efforts should be made towards better consumer 
satisfaction in respect of both core as well as non-core 
sectors. The Committee also desire that marketing set up 
should be decentralised as far as possible. 

Even though there has been increase in railway wagons 
to core sector, wagons to non-core sector have come down 
from 2478 in 1988-89 to 1362 in 1991-92. The Committee 
desire that besides supply of adequate wagons to core-
sector, supply of wagons should also be augmented to non-
core sector particularly the small scale units. 

The Committee find that in coal mines of CIL wherever 
cost of production per tonne is more than the sale value 
per tonne by Rs. 2001- or more, these are considered 
as uneconomic mines. The Committee have been informed 
that during the years 1987-88 to 1990-91 CIL closed 21 
such uneconomic mines. These mines were closed after 
indepth studies made by CIL. Some of these mines were 
also found unviable by the Chari Committee and Banerjee 
Committee which went into the working of ECL and 
BCCL respectively. The Committee are disturbed to note 
that there are still 139 uneconomic mines under the control 
of CIL. The Committee recommend that earnest efforts 
should be made to make these mines economically viable. 

It appears to the Committee that in the past some 
States/State Electricity Boards have approached the Coal 
Companies to take over some of the un-economic ·mines 
for their captive use. The Committee feel that such 
proposals of State Governments/State Electricity Boards/ 
Power Houses should be considered favourably specially 
when coal companies are incurring huge losses on running 
these mines. 

The Committee note that coal companies receive many 
complaints from various consumers. Most of the 
complaints relate to quality and size of the ooal which 
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reportedly arise due to presence of extraneous materials 
and over-sized coal. Certain complaints are received on 
account of short receipt of coal. During the years 1988-89, 
1989-90 and 1990-91 (April-November) CIL and its 
subsidiaries received as many as 466, 278 and 192 
complaints respectively. Both CIL as well as Department 
of Coal have informed the Committee that several steps 
are being taken to remove the complaints. The main steps 
include picking· up extraneous materials before loading of 
coal and installation of crushers to cut the over-sized coal. 
Besides CIL has taken up a crash plan to instal 
weighbridges to weigh the coal before despatching the 
coal. Quantity of coal weighed before despatch has 
increased from 510/0 in September, 1989 to 64% in 
September, 1990. CIL has also appointed a high power 
committee to assess accurately the status of 
implementation of various measures adopted towards 
consumers satisfaction. The high power committee will also 
give recommendations for new actions for consumer 
satisfaction. The complaints are also being monitored in 
the Department of Coal, the Committee have also been 
informed by CIL that with the steps taken towards 
consumer satisfaction the total number of complaints have 
reduced from 518 in 1985-86 to 278 .. in 1989-90. The 
Committee desire that various actions being taken to 
remove complaints about quality and quantity, installation 
of weigh bridges , crushers etc. should be completed 
expeditiously. The Committee desire that they should be 
informed of the recommendations of the high power 
committee set up to assess the implementation of the 
various measures as also the suggestions for new actions to 
be taken for consumer satisfaction. 

The Committee find that highest number of complaints 
came from power houses. For instance out of total 466 
complaints during the year 1988-89, 308 complaints were 
from the power houses. Similarly, during the year 1989-90, 
out of total 278 complaints, 169 were from the power 
house. Chairman, CIL informed the Crlmmittee that the 
main complaints from power houses were due to presence 
of extraneous material. The Ronghe Committee appointed 
by the Government is reported to have recommended that 
all power houses located at 500 Kms. distance should be 
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supplied beneficated coal for which J1 number of coal 
benefication plants are needed. So far NTPC has chosen 
two such projects for which beneficated coal wiD be 
supplied. The Committee feel that since Government has 
accepted the recommendations of the Ronghe Committee, 
it should find ways and means to implement the same and 
accordingly requisite number of beneficated coal plants 
should be installed in a time bound programme. This they 
hope will reduce the complaints from power houses 
considerably. 

From the date suppHed to the Committee about the 
complaint received against the employees of CIL and 
its subsidiaries during the last 3 years the Committee got 
aD impression that production and marketing of coal could 
be highly prone to corruption. The Committee are 
distressed to note that as many as 1715 complaints against 
the Officers of CIL and its subsidiaries were received 
during the last 3 yean viz. 1987-88, 1988-89 and 1989-90. 
Appropriately the coal companies have been equipped 
with better vigilance set up. The vigilance wings of CIL, 
ECL, BCCL, CMPDIL, CCL and WCL are headed by the 
police officers of the ranks of IG and DIG drawn on 
deputation basis. All these officers have designated as 
~tive Director (Vigilance). The two subsidiary 
companies which are not having senior police officers in 
their vigilaDce wings are SECL and NCL. The Committee 
desire that vigilance wings of these two companies may 
also be strengthened by appointing two police officers. 

The gravity of the corruption in CIL and its subsidiaries 
can be gauged by the fact that during the last 5 years 
as many as 85 officers I employees underwent major 
penalties. Out of these 48 officers/employees were 
dismissed from the service, one was compulsorily retired 
and the major penalty of reduction of rank and reduction 
in stage was imposed on 36 officers/employees. During the 
same period minor penalty was imposed on 88 officers/ 
employees. Even now upto September, 1990, as many as 
75 cases against officers I employees of coal companies were 
pending investigation by CBI. Besides 345 officers/ 
employees were facing regular departmental enquiries. 
The Committee recommend that these enquiries be 
completed expeditiously and officers/ employees found 
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guilty should be awarded adequate punishments so that it 
serve as an eye opener to other employees of coal 
companies in general. The Committee would also like the 
Government to get the CBI cases expeditiously 
investigated. Needless to point out that necessary action 
will be taken against the officers/ employees found guilty 
by the CBII evC. . 

The Committee have been informed b) CIL that they 
have been facing certain law and order problems in 
managing their mines in Bihar and West Bengal. The most 
affected company is BCCI where mafia indulge in contract 
works, exploitation of labour by money lending business, 
organise pilferage of coal from loaded rail wagons etc. 
Reportedly several steps have been taken by the coal 
companies to eradicate the mafia problem. The major 
steps taken in this direction are abolition of contract 
works, giving transport work to cooperatives formed by ex-
servicemen/local villagers, awarding of major civil works 
to ·other public sector undertakings, taking assistance of 
local authorities etc. Department of Coal has also 
informed that the problem of law and order in coal areas 
has been taken up with concerned States as also with the 
Ministry of Home Affairs. The Committee are, however, 
perturbed to note that certain State Governments are not 
responding well to these problems. The Committee 
recommend that to eradicate the mafiallaw and order 
problems in the coal mining area completely, the matter 
may be taken up at the highest level in the Government. 
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