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FOREWORD 

. We were appointed by the Government of India in September 
1962, to examine the system of planning and distribution of steel. Our 
terms of reference were : (a) to examine the existing system of planning 
of production and control over distribution of iron and steel materials 
~xercised by the Iron and Steel Control Organization; (b) to stream
ltne and revise the procedure for ensuring equitable and speedy distri
bution; (c) to examine the function of Stockists both Controlled and 
Registered, and to make recommendations ab~ut their future role; 
and (d) to exmaine the system of control and distribution of pig iron. 

During the last year, we have visited Calcutta, Bombay, Hyderabad, 
Madra~ and Ranchi as well as the steel plants at Tatanagar, Rourkela 
and Bhilai. We have had discussions with a large number of persons, 
associations, and official agencies concerned directly or indirectly with 
the production, distribution and consumption of steel. 

In January, 1963, we presented an interim report to the Minister 
for Steel and Heavy Industries embodying our provisional conclusions. 
Our intention in submitting this report was to have the benefit of com
ments and criticisms from administrators and others concerned with 
steel control before preparing our final report. 

The completion of the final report has been delayed somewhat by 
the fact that a number of official and non-official agencies took some 
time to formulate and transmit to us their views on our interim report. 
But we are l1appy that representatives of all sections of steel industry 
and trade and of all steel-consumers, as well as steel control authori
ties, have been able to give their reactions to our tentative findings. 
They have responded generously to all our inquiries, both about the 
legal and formal a~pects of steel pricing and distribution and about the 
not-sa-well-known phenomena in the steel markets of India. We take 
this opportunity to acknowledge our debt to all of them. 

We have also had several discussions with the Minister for Steel 
and Heavy Industries, Shri C. Subramaniam. For his courtesy and 
for the stimulus provided by these discussions we are very grateful. 

In framing our proposals we have tried to ensure that the new 
control system has structural consistency. If it is to be given a fair 
trial, it is important tllat in implementing our proposals this should be 



fully recognized. The enforcement of a few selected proposals may 
do more harm than good. 

Finally, we would like to acknowledge the many-sided contribu
tion made to our work by the Secretary of the Committee, Shri C. A. 
Nair. He has given us untiring assistance all through, and several of 
our recommendations have taken the shape they have under his ques
tioning and counsel. 

C. A. NAIR (Secretary) 

October 7, 1963. 
Delhi, 

K. N. RAJ (Chairman) 
RAJ KRISHNA (Member) 

K. S. KRISHNASWAMY (Member) 
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CHAPTER I: BACKGROUND 

Steel control in India dates from the Second World War. During the 
War and immediate post-War years, the control system was gradually 
evolved and extended to cover all categories of steel. Following a return 
to more normal conditions of demand and supply, control over sel~ 
categories was partly relaxed between 1949 and 1955. The Second F~ve 
Year Plan generated a sharp increase in the demand for steel coupled With 
an acute shortage of foreign exchange. Consequently, from the end of 
1958, control over the 'relaxed' categories was reimposed. . After 19~, 
however, control over all but a few categories has been agam relaxed m 
view of the realized and expected increases in domestic production. 

In the course of the last two decades and a half, the annual apparent 
consumption* of finished steel (excluding steel used in imports and exports 
of machinery, transport equipment, and other products of light and heavy 
engineering) has grown nearly fivefold in India. As will be evident from 
Table 1.1, the whole of this increase has taken place since 1948-49. 

Table 1.1 : Apparent Consumption of Finished Steel 
Million tons 

1937-38 0·95 
1948-49 0·91 
1955-56 1·93 
1960-61 3·43 
1962-63 4·74 

Before the War, approximately 40 per cent of domestic steel produc
tion was directly absorbed by the Government for railways, public works 
and other purposes. Of the total available supply (including imports) the 
share of the Government was however smaller, and about two-thirds was 
perhaps available to the private sector.** 

In the War period, though there was some increase in domestic pro
duction, there was no increase in the total availability of steel for consump
tion on account of the reduced volume of imports. But the share of the 
Government rose sharply and military off-take alone accounted for about 
two-~irds of domestic steel output. After meeting the other priority 
reqUirements of the Government (such as for railways), the amount left ovet 
for private purposes was, therefore, relatively small. 

It was in this context that steel control was first introduced. The Iron 
and Steel (Control of Distribution) Order of August, 1941, on which is 
based the control system now in existence, provided for fixation of quotas 
*A~parent consumption is taken here as equivalent to domestic prodt:ction plus imports of 

fi!ll;hed steel. Ex.port4i have been negligible during this period. Data ere not available 
regarding stocks. 

**A part of the steel supp1ies to the private sectorwas,ofcourse, absorbed in the fabrication of 
articles required by the Government, but the share of the Government in the final consump
tion of steel is still unlikely to have been higher than about one-half of the total. 

tStatistics relating to India's War Effort, Ministry of Commerce, Government of India, 
February 1947, Table 24. 

L/GIDept.c.f I&S/63-2 
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and priorities, control of rolling programmes, and distribution through 
licensed agencies. However, for most of the War period, there was no 
statutory price control over commercial supplies of steel, and prices were 
fixed only for War supplies by agreement between the Government and the 
main producers. 

Changes in the Pattern of Consumption of Finished Steel 
The increase in the total consumption of steel after the War has been 

accompanied by some changes in the pattern of consumption. These 
will be evident from Table 1.2. 

Table 1.2 : Percentage Share of Important Category Groups in Rolled Steel 
Consumption in India 

1937-38 1948-49 1955-56 1960-61 1962-63 

Railway materials (mainly track) 9·5 18·7 15·5 10·5 16·3 
St.ructurals, bars and rods 46·3 40·7 45·1 47·9 46·2 
Plates and sheets (including strips 

and galvaniz..:d sheets) 26·4 26·4 23·8 24·2 22·1 
Tinplate 7·4 8·8 6·7 6·0 2·7 
Others 10·4 5·4 8·9 12·4 12·7 

100·0 100·0 100·0 100·0 100·0 

Table 1.3 : Percentage Share of Selected Categories of Steel in Total Rolled 
Steel Consumption 

Percentage 
Share of 

Percentage Share of 

Country Period Railway Plates Sheets Tinplate Total 
M;;~terials (excluding 

(mainly track)* galvanized 
Structurals, sheets) 
Bns and 

Rods 

U.S.A. 1955-57 25·3( 2·4) 14·s•• 31·2** 5·9 51·6 
U.K. .. 40·3( 4·1) 18·8 21·3 4·5 44·6 
West Germany 40·8( 3·8) 18·9 21·9 2·1 42·9 
Japan 38·4( 4·2) 26·3 I I ·2 3·2 40·7 
Italy .. 40·6( 3·6) 17·0 17·8 3·0 37·8 

U.S.S.R. 51·7(10·0) 13-6 13·4 0·6 27·6 
Poland 52·2(11·8) 13·4 15·4 0·2 29·0 
Yugoslavia .. 51·4 (8·7) 16·6 14·0 2·2 32·6 

Brazil 42·9(12·5) 10·3 5·7 13·2 29·2 
Mexico 43·0(16·3) 11· I 12·0 8·5 31 ·6 
Egypt .. 60·5( 9·5) 7·2 7·5 4·4 19 ·I 
India .. 57·6(11·9) 6·0 ll-f"' 4·9 22·6 
India 1962-63 62·5(16·3) 8·4 10·6••• 2·7 21·7 

• Percentage share of railway materials is also shown separately within brackets. 

••The United States definition of sheets does not correspond to the usual 3 mm.Jimit but covers 
approximately sheets and medium plates; the share of sheets is thus over-stated and that 
of plates under-stated. 

t••Includes a small amount of imported galvanized sheets. 
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. It has been the common experience of developing countries that construc
tton activity forms a large part of total capital formation, and therefore the 
share of railway materials, structurals, bars and rods in the consumption of 
steel tends to be high. However, the share of these categories generally 
falls as development proceeds, and that of fiat products rises (See Table 
1.3)*. It will be seen that in the developed countries the share of struc
turals, bars and rods is smaller and that of plates, tinplate and sheets larger 
than in the developing countries. These latter categories (with the excep
tion of galvanized corrugated sheets) are used mainly by manufacturing 
industries-plates generally for the manufacture of machinery and equip
ment as well as for non-residential construction, and sheets and tinplate 
mostly for the manufacture of consumer goods. 

Production and Imports 

It is significant that, in spite of the substantial expansion in domestic 
production since the end of the War, and the importance attached to the 
manufacture of machinery and transport equipment within the country, 
!he share of plates in the total output of finished steel is lower now than 
It was before the War; the share of plates and sheets taken together has 
remained almost unchanged. On the other hand, the share of bars and 
rods, which are used mainly for residential construction, has gone up. 
These _changes in the rela_tive importance of different categories in the 
domes!tc output of steel will be evident from Table 1.4. 

Table 1.4: Domestic Output of Finished Steel in India (according to main 
categories), 1937-38, 1955-56 and 1962-63 

1937-38 !955-56 1962-63 
r- r-__.-Jo.. ,---J-

Quantity %of Qaantity %of Quantity %of 
(m.tons) total (m. tons) total (m. tons) total 

Railway materials 
(mainly track) 0·09 13·3 0·14 11·3 0·54 13·7 

StructuralS( .. 0·13 19·1 0·21 17·0 0·70 17·8 

Bars and rods 0·20 29·1 0·45 36·2 1·41 35·8 

Plates 0·07 10·3 0·06 4·8 0·31 7·9 

Sheets (excluding gal-
vanized sheets) 0·63 4•4 0·13 10·5 0·29 7·4 

Galvanized sheets 0·08 11·8 0·13 10·6 0·15 3·8 

Tinplate 0·06 8·8 0·07 5·6 0·09 2·3 

Others 0·02 3·2 0·05 4·0 0·45 II · 3 

TOTAL 0·68 100·0 1·24 100·0 3·94 100·0 

•source of data for the period 1955-57 : u. N. Economic Commission for-Eurot>e. Long 
Term Trade and Problems of the European Steel Industry, 1959. p. 11. 
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Much significance should not be attached to a comparison of category 
wise shares in the post-War and pre-War period, since the absolute pre
War output was small. It is significant, however, that, of the increase of 
3.26 million tons in the output of finished steel between 1937-38 and 
1962-63, bars and rods accounted for over 43 per cent while the shares 
of plates and sheets were only about 7 per cent and 8 per cent respectively. 

Since the pattern of development in recent years has been such as to 
raise the share of plates and sheets in the total demand for steel, and 
lower the share of bars and rods (see Table 1.6) one should expect relatively 
greater pressure to develop in the market for the former. Imbalances of 
this kind, which are to some extent inevitable, have been sought to be 
corrected so far mainly through changes in the degree of control exercised 
over the demand for different categories and through adjustment of imports. 

The categories whose domestic supply has been supplemented by im
ports, and the proportion that imports form of the total available supply of 
different categories, are shown in Table 1.5. 

Table 1.5 : Share of Imports in Total Supply of Finished Steel 

1937-38 1960-61 1962-63 

Quantity %of 
.---'----v- --., 

Quantity %of Quantity %of 
(million total. (million total (mi11ion total 

tons) supply tons) supply tons) supply 

Railway materials 0·18 50·0 0·23 29·9 

Structurals .. 0·04 23·5 0·05 12·2 0·01 1·4 
Bars and rods 0·05 18·5 0·11 8·9 0·07 4·7 
Plates 0·11 8·9 0·09 22·5 
Sheets (excludng galva-

nized sheets) .. 0·03 50·0 0·13 27·1 0·20 40·0 
Galvanized sheets 0·04 33·1 

Tinplate 0·01 14·3 0·09 52·9 0·04 30·8 
Others 0·10 100·0 0·42 97·7 0·15 25-o 

TOTAL 0·27 28·4 1·09 31·8 0·79 16·7 

It will be seen that the share of plates and sheets in total import h 
been recently much higher than before the War, while that of struc~ as 
bars and rods has fallen. rals, 

Even in 1960-61, when imports amounted to over 1 million tons of 
or nearly one-third of the total supply, the excess demand in the cassteel 
plates and sheets was still 45 per cent of the estimated demand for th of 
categories, as compared to 12 per cent in the case of structurals bar ese 
rods (See Table 1.6). In the case of railway materials, in 196o.61 sband 
one-half of the total supply came from abroad, but in the follow· a out 
with an increase in output of railway materials at Bhilai only 30 mg Year, 
had to be imported. ' per cent 
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Table 1.6 : Estimate of Excess Demand in 1960-61 

Demand• Supply 

(in miiiion 
tons) 

Rlilway m1t~rials 0·96 0·36 
Structural 0·59 0·41 
BJrs and rods 1·27 1·23 
Plates 0·44 0·22 
Sheets (exduding galvaniud sheets) 0·79 0·48 
G.tlvanizro sheets 0·25 0·13 
Tinplate 0·17 0·17 
Others 0·44 0·43 

TOTAL 4·89 3·43 

Sale Prices of Steel 

Excess Excess 
Demand Demand 

as percen
tage of 

Total 
Demand 

0·60 62·5 
0·18 30·5 
0·04 3·2 
0·22 50·0 
0·31 39·2 
0·12 48·0 

0·01 2·J 

1·56 31·9 

Thus imports have been supplementing domestic output in varying de
grees in the case of different categories. We shall now consider how far 
the relative scarcities for different categories have been reflected in the 
structure of sale prices during this period. The changes in price of certain 
selected categories are summarized in Table 1. 7. 

Light bars 
Heavy bars 

Structurals 

Pi!ites 

Sbaets 

Table 1.7 : Sale Prices of Selected Categories of Steel 
(Rs. P!r tjn) 

October- June June 
1939 1948 1959 

(F.O.R. (F.O.R. (F.O.R. 
Calcutta) Main Ports) Railheads) 

170 333 600 
158 316 590 
160 325 610 
157 354 685 
190 387 630 

September 
1963 

(F.O.R. 
Railheads) 

626 
616 
645 
742 
813 

It will be noticed that sale prices have approximately quadrupled bet
ween 1939 and 1963. Changes in the relative prices of different categories 
have been however of a relatively small magnitude, particularly since 1949. 
Between 1949 and 1963, the increase in the sale prices of the different 
categories varied only between 90 and 100 per cent. 

The following elements have gone into the fixation of sale prices since 
1949 

(j) allowance for works costs and overheads in the 'retentiOn' 
prices fixed for producers; 

(ii) a general surcharge mainly for meeting freight charges (for 
delivering indigenous steel at the same railhead prices all over 

*Source : Dastur & Company, Steel Consultants 
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the country)* and for subsidizing part of the imported steel 
whenever its price has been higher than the price of domesti'c 
steel; and 

(iii) excise duties imposed by the Government (both on ingots and 
on finished steel). 

The share of the surcharge and of the excise duties, in the final sale 
prices of certain categories of steel for selected years, is shown in Table 1.8. 

Table 1.8 : Share of Special Levies in the Final Prices of Steel 

June 1949 June 1959 September 1963 
r----A. -v- .A. -v------.A.------ ...... 

Sur· Excise %of Sur· Excise %of Sur- Exci~e ~~of 
charge•• Duty••• Final charge•• Dut)••• Final chargl. •• Dut}'••• Final 
(Rs. per Sale (Rs. per Sale (Rs. per Sale 

ton) price ton) Price ton) price 

Light Bars 94 5 29·7 149 46 32·5 68 76 23·0 
Heavy Bars 95 5 31·6 152 46 33·6 77 76 24·8 
Structurals 95 5 30•8 147 46 31· 6 67 76 22•2 
Plates 94 5 28·0 199 46 35·8 63 ~8 21·7 
Sheets 95 5 25·3 57 46 16·3 64 103 20·5 

The percentage these levies have formed of the total sale price of 
different categories bears no obvious relation to change in demand condi
tions. The most important factors (apart from the freight element) deter
mining the size of the surcharge in each case have been the retention price 
allowed to producers and the cost of the corresponding category of imported 
steel (since the higher this cost the larger has been the subsidy needed for 
equalizing prices). Thus. with increases in the retention prices allowed to 
domestic producers and the sharp fall in the prices abroad, the surcharge 
has been reduced significantly since 1959. While excise duties have also 
been levied in this period, no significant difference has been made by them 
to the structure of steel prices. 

It would, therefore, be broadly correct to say that, though sale prices 
have been raised from time to time, the extent of the price rise for each 
category has been based mainly o!' assessed ~osts of production and delivery 
(i.e. works costs, overheads, and mtemal fretght charges) and on charges in 
the cost of imported steel. Demand conditions in the domestic market 
have, on the whole had very little impact on the pricing of steel. 

Likely future trends in demand and output 

We have so far considered the past trends. In order to have an idea 
of the nature and extent of the pressures that are likely to develop in the 
steel sector in the next few years it is necessary also to take a view of the 
foreseeable future. 

~~--~~-~--~~,--~~~ *The system of delivering indigenous steel at uniform rail-head prices was introduced in 
1956. 

**The fall in the surcharge between June 1959 and September 1963 was the consequence o
an increase in the 'retention' prices (allowed to producers) unaccompanied by a correfs 
ponding increase in the sale prces fixed for producers. The element of internal freight 
cost in the surcharge is estimated at approximately Rs. 15 per ton in 1949, Rs. 48 per ton 
in 1959 and Rs. 57 pet ton in 1963. 

***The estimate of excise duty per ton of finished steel is only a. ro\Jgl;l approximation; it 
ioclude'i an allowance for the duty on the ingots used. 
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In the nature of the case, an extrapolation of past trends cannot by 
itself provide a meaningful basis for assessing the outlook for the future 
•ince the development programme aims at changing these trends to some 
extent. The forecast has to be based on certain assumptions about the rate 
and pattern of development that is being programmed. 

Reproduced in Table 1.9 are estimates of demand for finished steel in 
India in 1965-66 and 1970-71, and an estimate of the output that is likely 
to be realized in 1965-66 as a result of the programme of expansion of 
existing plants now in progress.* The demand estimate for 1970-71 indi
cates the magnitude and product-mix of the targets for steel that may be 
set in the Fourth Five Year Plan. 

Table 1.9 : Estimates of Future Demand and Output of Finished Steel 

1965-66 1970-71 
..- ~ ..-

Demand %of Output %of Demand %of 
(m. ons) tv tal m.tons) total (m. tons) total 

demand tons) output demand 

Railway materials 0·84 11·5 0·83 14·5 1·33 10·1 

Structurals 1·00 13·7 1·00 17·5 2·07 15-g 

Bars and rods 2·20 30·1 1·80 31·4 3·81 29·1 

Plates 0·60 8·2 0·40 7·0 1·29 9·8 

Sheets (excluding gal- l 2·34 17·8 
vanized sheets) 

1·78 24·3 1·23 21·5 
Galvanized sheets J j 1. ·15 8·8 
Tinplate .. J 0•25 3•4 0·!5 2·6 

Others 0·65 8·9 0·32 5·6 1·14 8·7 

TOTAL 7•32 100·0 5·73 100·0 13 ·13 100·0 

It will be seen that while the domestic output of railway material& and 
structurals is likely to be adequate to meet the demand in 1965-66, there 
may be a shortfall of about 20 per cent in the case of bars and rods, 
33 per cent it.l the case of plates and sheets, and 40 per cent in the case 
of tinplate. It will also be seen that a trebling of the output of plates, 
sheets and tinplate, and a doubling of the output of structurals and of bars 
and rods, will be necessary in the period of the Fourth Five Year Plan if 
the demand in 1970-71 is to be met entirely from domestic production. 
*The estimates of detnand and output for 1965w66 have been furnished by the Ministry of 

Steel and Iteavy Industries. The estimate of demand for 1970·11 is that of the Pers
pective :Planning Division o£ the Planning Commission. 



CHAPTER II: AN APPRAISAL OF THE PRESENT CONTROL 
SYSTEM 

The present system of control over steel operates mainly at four points : 
(a) regulation of demand for different categories of steel; 
(b) framing of the production programmes of the main producers 

and re-rollers of steel; 
(c) determination of prices for the different categories of steel; and 
(d) nomination of wholesale and retail agencies for distribution. 

In the last few years, as a result of improvements in supply, control has 
been relaxed over several categories of steel. The distinction between 
'relaxed' and 'unrelaxed' categories of steel turns, however, only on the 
method and extent of control sought to be exercised over demand. In the 
case of the 'unrelaxed' categories (at the moment, only sheets) control over 
demand takes the form of fixation of quotas for each consumer (or group 
of consumers) by various sponsoring authorities recognized for the purpose; 
no consumer can place orders for amounts in excess of the allotted .. quota. In 
the case of the 'relaxed' categories, on the other hand, there are no sponsor
ing authorities and also no quantitative limits to the demand that can b .. 
registered (though, when considered necessary, cuts in demand are made at 
a later stage by a process described as 'screening'). There is no difference 
between 'relaxed' and 'unrelaxed' categories in regard to the control of pro
duction programmes, agencies of distribution, and control over prices. 

The Role of the Iron and Steel Controller 

The administration of the control system is centralized in the office of 
the Iron and Steel Controller. All indents for steel, whether of the 'relaxed' 
or 'unrelaxed' category, have to be routed through this office; all priorities 
(fixed by the Ministry of Steel and Heavy Industries) are administered by 
the Controller; the rolling programmes of all the producers have to be 
approved by him; and his office has to be notified of all deliveries of steel 
by producers. 

Some of the important decisions which affect steel distribution are 
however, taken by other agencies outside the office of the Iron and Steel 
Controller. Thus, 

(i) the prices allowed to producers for the 'base sections' of each 
category of steel (i.e. 'retention' prices) are fixed by the 
Ministry of Steel and Heavy Industries on the recommendations 
of the Tariff Commission*; 

(ii) the ceiling on imports of steel is set each half-yea.r by the 
Ministry of Finance through foreign exchange allocations; 

(iii) the bulk allocation of the total estimated . supply of !he 
'unrelaxed' categories, as between the vanous spon~onng 
authorities, is done by the Ministry of Ste~l, and the ~atlon of 
individual quotas is then left to the respective sponsormg autho
rities. 

*Price11 of other sections in each category are fixed by the Iron and Steel Controller through 
t.ke determination of 'extras'. 
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Essentially the function of the Iron and Steel Controller is to ensure that 
the rolling programmes of the producers achieve the maximum utilization of 
plant capacity and, at the same time, conform as closely as possible, given 
the technical constraints, to the pattern of demand for steel; and more parti
~ularly, that the producers give due priority to the requirements considered 
Important from the national point of view, To prevent accumulation of back
logs on the order books of the producers, and the resulting delays in delivery 
of steel, the Controller is also expected to cut demands to the extent required 
by suitable administrative measures. Further, the Controller is expected to 
enforce the statutory price control. 

For fornling a view on this control system, it is necessary to consider (a) 
how far the Iron and Steel Controller succeeds in carrying out his responsi
bilities effectively and (b) to what extent the existing arrangements, includ
ing those which fall outside the direct responsibility of the Iron and Steel 
Controller, are necessary and adequate for achieving the objectives of 
control. 

As indicated above, in the case of the 'unrelaxed' categories, the match
ing of demand with likely availabilities is done through the grant of indivi
dual consumer quotas by vanous sponsoring authorities within the bulk allo
cations made to them by the Ministry of Steel; no further cuts need be 
;nade, therefore, within :the office of the Iron and Steel Controller. No cuts. 
are required either in the case of 'relaxed' categories which are available in 
adequate quantity. However, in the case of categories which have been 
'relaxed' but are still considered 'critical' (i.e. those for which there is still 
considerable excess demand), 'screening' of indents has to be done for cut
ting the demands. This presumably is one of the reasons for requiring that 
all indents be routed through the Iron and Steel Controller's office. 

The main reason, however, for routing indents through the Controller's 
office seems to be that it is considered necessary for distributing the indents 
as between the various plants and for exercising control over their rolling 
programmes. In 'planning' the indents, the Iron and Steel Controller is 
expected to take into account the production capacities of each plant, and 
indicate the priority (if any) to be accorded to the indents. The producers 
are then supposed to formulate their rolling programmes on the basis of 
the orders booked and the priorities attached to them; and to make sure 
t!mt they do so, they are required to get the final approval of the Iron and 
Steel Controller for each rolling programme. 

Administrative Aspects of Control 

We shall first consider briefly the administrative aspects of the routing 
of indents through the Controller's office. The processing of indents within 
the Iron and Steel Controller's office, prior to their being 'planned' on the 
producers, is reported to take anywhere from 2 to 6 months. It is only 
after this that the indents are placed on the order books of the producers 
and financial arrangements made between them and the customers. At 
this stage neither the producers nor the customers have any idea as to when 
the supplies may be made available. The actual timing of the supplies 
depends on when the orders are taken up and put on the draft rolling pro
grammes forwarded to the Iron and Steel Controller by the producers, and 
what changes are made in these programmes by the Controller. There is 
no arrangement for informing 1he customers at any stao:e about the likely 
date of delivery. Moreover, there are complaints of failure on the part of 
LIO Peptt, of I &S/63-3. 
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the Iron and Steel C'?ntroller's office to rep~y to corr~sponden~ concerning 
rodents, of indents be!ng returned afte~ cons~derable time on flims:t grounds, 
and of indentors havmg to canvass m vanous ways to get thetr indents 
through. 

Some of these deficiencies are traceable to the volume of work that has 
to be handled by the office of the Iron and Steel Controller and to bad 
organization and administrative procedures. The office receives no Jess 
than 50 000 indents a year, each of which has to be scrutinized and checked 
and ag.rinst w!'llch an equal number of 'plan.rll?g n?tes' have to be issued: 
The organization of the office and the admmtstrattve procedures followed 
are n_ot adeq~~te either to handle this volume of work or to prevent abuses 
and trregulanttes. 

We reproduce, in this connection, some of the observations made in 
report by the Organization and Methods Division of the Cabinet Secret · a 
on the basis of a work study of the office of the Iron and Steel Contr~~;at 
undertaken about two years ago : er 

:'There is considerable. time-lag in complying with the requcs 
mdentors for re-plannmg/amendments/cancellations. This 0 ts of 
mostly on account of the following reasons :- ccurs 
(a) Old and cu.rrent records are lying mixed up in the sectio . 

unsystematic manner. ns 10 an 

(b) Indents are placed in folders without any particulars order 
(c) Incoming dak is received through the Central R. & 1 S ·. 

Some papers are diarised in the Section according to th ~?lion. 
tion of the diarist/~e~tion in charge while the remainin e •sere-
are passed on undiansed to the dealing persons". g papers 

"At present, indents are being planned having regard to th . 
which are being manufactured by certain Producers/Re-r~Usecttons 
without reference ~o their . capacity and/ the existing outs ers ~ut 
orders, although thts data IS partly available in the Office tandtng 
Controller". of the 

"Apart from the monthly returns received from the produce 
ing the position of m,ttstanding plannings for which works show
have not been issued or outstanding works-orders for Wh -•~rders 
patches are yet to be made, there is no independent record •c. des
Iron and Steel Controller to show the position of outstandi Wtth the 
the producers. There is no record to show the break-u ngs With 
outstandings according to (a) categories of steel, and cJ> of. su~h 
and non-priority indentors. Even the elementary information Pflonty 
ing the extent of priorities already allotted during a particular reg~d
is not forthcoming in these circumstances". Pertod 

"At present, in the absence of information regarding category . 
and priority-wise outstanding with producers, the organization . -Wtse 
able to exercise any effective control over the quarterly rollin 
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jlrammes of the various producers which come to them for apprg Pro-
ova[". 

We have been told that improvements in organization and Pro 
have been made on the basis of this report. It is, however, our im Ced!Jre 
.that despite these improvements several of the deficiencies still perE~~·~~~ 
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instance, we have been told by the Iron and Steel Controller that, though 
the arrangements for dealing with incoming mail are now much better than 
before, all the incoming mail is still not being systematically diarized and 
routed. We have also not been able to get from the Controller's office data 
regarding outstandings of priority indents category-wise. 

It is our vciew that, though many of the administrative procedure~ can 
perhaps be further improved without much difficulty, the lapses in the office 
of the Iron and Steel Controller are, in considerable part, due to its unaccount
ability to either the producers or the general run of indentors, and the scope 
for malpractice and corruption which the control system in its present form 
offers. The methods .and channels of malpractice are now apparently so well 
established that the extent to which the organization can be made to function 
better seems to us limited in relation to the tasks which this office is expected 
to perform. 

Regulation of Demand 

We need, therefore, to examine closely the different functions of the 
Iron and Steel Controller and see to what extent the present procedures, 
which involve routing all indents through this office, are really necessary for 
achieving the objectives. We shall consider first the two main ways in which 
demand is expected to be regulated by the Iron and Steel Controller, namely 
'screening' of indents in the case of the 'critical' categories and administra
tion of priorities. 

It is clear that, even under the existing arrangements, the problem of 
'screening' has arisen only because control was relaxed over certain catego
ries before the supply was really adequate to meet the demand. In fact, 
if such premature relaxation bad been avoided, the cutting of demand (to 
the extent necessary) in the case of all categories for which there was excess 
demand would have continued to be done by the respective sponsoring autho
rities through the quota system, and there would have been no need for the 
Iron and Steel Controller's office to involve itself in any kind of screening 
of indents for this. purpose. It is not clear to us why control on certain cate
gories was 'relaxed' when there was no prospect of supply being adequate to 
meet the demand, and when it only meant replacing the quota system of 
rationing by a more unsatisfactory system. 

As regards priorities, the Iron and Steel Controller gives ~ifferent rati'.'gs 
of priority according to the nature of each cas~. Thus some Il_ldents re_cet_ve 
'over-riding' priority and some others 'top prionty'; th~ categones of pnonty 
have further proliferated and we understand that there IS n_ov: even .a ~ategory 
of 'red bot prierity' I The majority of indentors c!annmg pnonty are, 
however, given just ordinary priority. These priority ra!mgs are _base,<~ _Partly 
on an indentification of what have been called the core prOJects m the 
Five Year Plans and defence requirements, and partly on a variety of ad hoc 
considerations. 

As already pointed out, the Iron and Steel Controller's office does. not 
have with it data relating to outstanding orders with the produ~ers classified 
according to priority and non-priority indents. (Data ~egardmg total c;>ut
standings, category-wise, are given in Statement I m the Appendix). 
'Planning' of new orders on the producers is, therefore, done without any 
precise idea of priority orders still outstanding. For the same reason, there 
ts no systematic checking as to whether the priorities are in fact being ·res
pected by the producers. 
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Since several priority ratings are given by th<: Iron. an.d S.teel Controller, 
there are, within the broad category of out~tandmg pnt?nty mdents, sever~! 
queues with different ratings. The general mstrucuon gtven. to. producers ts 
that a certain proportion of indents in each category of :~monty should be 
taken up when framing each rolling programme, some from even _among 
those which have not been allotted any priority at all .. W.hen demand ts con
siderably in excess of the available supply (and this ts ~e not only of 
sections in the 'umelaxed' categories but also of several m the 'relaxed' 
categories), and the cuts made on the demand side are not a~equate to 
prevent accumulation of outstanding orders, the accordance of pr~onty ~oes 
not, therefore, really carry with it any ass!'rance as to the penod Within 
which the supply asked for will become avatlable. For all these reasons, the 
allotment of a priority by the Iron and S.teel Cont!ol!er seem~ ~o have only 
limited practical si~ificance unless the m~entor. IS. m a posi.tiOn to apply 
pressure and persuasiOn at a number of pomts Withm the cham of agencies 
associated with the production and distribution of steel. 

In fact, in the context of the hea~y outstandi'!gs for the scarcer categories 
of steel, and lack of properly classified data with the Iron and Steel Con
troller regarding the accum~lation ?f priority indents with each producer, 
the producers have opporturuty to pick and choose the orders that suit them 
for each rolling programme. W~ are not sure how far the Iron and Steel 
Controller is really able to exercise effective supervision over them. 

The rolling programmes of the producers are based on technical consi
derations such as t!'e design and capaciry. of their plants, availability of rolls 
etc., and also consideratio!'s of profitability and overall output performanc • 
There is no doubt that adJustments are made to accommodate indents Which 
are given 'over-ri?ing prio~itl-:' by the Iron and Steel Controller, and also an 
other indents which are Similarly kept track of and pushed. The choice ~ 
sections by t~e producers for each rolli!'g prog~amme does not, howeve~ 
seem to be stgmficantly altered by the mdent-w1se 'planning' done by th' 
Iron and Steel Controller; we also doubt whether priority ratings are observ ~ 
in all cases and the indent;; pl~c~d on the order hooks taken up strictly e 
'first come first served' basis Withm each category of priority. on 

A priority ha~, in fact, no m~aning u.nl~ss it is l~nked with the assura 
that the supply will be made available Withm a specified period of time The 
present system gives no such assurance. When demands are met after" e 
long delays, the precise length of which is itself completely uncertain vehy 
final deliveries can seldom serve the purpose for which the demand' t e 
initially registered. Such long-delaye.d deliveries of steel are perhaps the 8 are 
feeders of the black market. ~or ~his re.ason, anything which helps to re':Jam 
the time-lag between the sendmg m of mdents and the final delivery of ~ce 
must be regarded as an improvement on the present system. s eel 

Control of Production and Prices 

We turn now to the system of production planning by the Iron and St 
Controller. One of the main objectives of this system is to ensure that ~er 
producers include within their rolling programmes, to the extent necessa;e 
and feasible, certain categories and sections of steel which are generally co Y 
sidered "difficult. to roll. In the absenc_e of the routing of indents throu ~ 
the Controller, It' IS feared that there ln!ght be a tendency for producer g 
corner (through their sales organizations) orders for categories and seci to 
which are considered by them either "easier" to roll or otherwise co IOns 
nient. Under the present system, the producers can get only the ind~~~; 
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'planned' on them by the Iron and Steel Controller and are obliged to roll, 
at his instance, the "difficult" categories and sections to the extent considered 
necessary and feasible by him. 

It is important to draw a distinction between technical considerations 
which come in the way of a plant rolling certain categories and sections 
(such as unsuitability of the installed plant, non-availability of the required 
rolls, or inadequacy of storage space) and economic considerations which 
might make it simply unworthwhile. If the obstacles are of a truly technical 
character, mere issue of directives by the Iron and Steel Controller cannot 
make any difference. But if the obstacles are economic in character the reluc
tance to roll such categories and sections would be greatly reduced provided 
the additional costs involved are adequately allowed for in the price payable 
to the producers. We. would like to emphasize that seemingly 'technical' 
considerations, such as the high proportion of ·rejects' in the rolling 
of certain kinds of rails, are sometimes not really technical obstacles to their 
rolling but of a kind that could be corrected by an appropriate pricing policy. 

It is our view that the pricing policies followed hitherto in regard to steel 
have not taken adequate account of the need for the prices of different cate
gories and sections to reflect their relative costs. As a result, prices have 
exerted pressures of a distorting character on the pattern of steel production. 

The retention prices payable to producers for different categories of steel 
have been based until now on the recommendations of the Tariff Commis
sion. The recommendations of the Commission, which are confined to the 
prices of. the base sc;ction~ in each. c~tegory, have been governed however 
by a variety of considerauons. Until Its Report of April 1962 the main 
objective of the pricing policy recommended by the Commission ..:..as to make 
it possible for the two private sector plants (TISCO and liSCO)* to earn 
profits .large enough to financ~ part of ~he expenditure on their approved 
expansiOn schemes, after eammg a specified rate of return on their gross 
block capital. With this in view, the Commission worked out (at the then 
existing labour costs and prices for the various intermediate goods required 
for steel production) an over-all average price per ton of steel which had 
to be guaranteed to each of these plants. For categories which were pro
duced by both the plants (described as 'common' categories), prices were 
then fixed with reference to the works costs and overheads of the plant with 
the comparatively higher level of costs (namely, the liSCO). But, for others 
(i.e. the 'non-common' categories), prices were fixed merely with a view to 
ensuring that the plant producing them (namely, the TISCO) would not 
get for the 'common' and 'non-common' categories put together a weighted 
average price per ton of steel higher than was required for the objective 
initially set out. Naturally, the prices recommended for the 'non-common' 
categories bore no direct relation to their respective costs of production. 

The Commission was aware that a structure of relative prices determined 
in this manner would tend to distort the pattern of production, in so far as 
the producers would have a bias against rolling products whose costs were 
less adequately covered than of others. But, as will be obvious from the 
following extract from the Commission's Report of 1956, such tendencies 
it was thought, could be corrected by persuasion and by the direct control 
over rolling programmes exercised by the Iron and Steel Controller. 

•TISCO : Tata Iron and Steel Company. 
•liSCO : Indian Iron and Steel Company. 
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"It is recognized that if the pattern of productio~ were determined by 
purely commercial considerations, a struc~r': .of pnces b~sed on ~ um
forrn average price might create the poSSibility of certam undestrable 
shifts in production between the common and the non-common cate
gories ... , .... With the co-operation of the producers and, where 
necessary, by using the power vested in Gove~ent I? re!ll'late pro?uc,~ 
lion, it should be possible to avoid any undemable shtfts m productiOn 
(pp. 22-23). 
This method of fixation of prices for the di~erent categ?ries. of steel was 

modified by the Commission in 1962, in the .. hght .of a dtrectiv~ from the 
Government that what was required was not equality of the wetghted ave
rage price of each company" b~t "eq~ality of the prices of comma'! ca!e
gories" produced by them. The mclus10n of a development element m pnce 
was also considered no longer necessary. The prices that have been recom
mended by the Commission in its latest Report for each category are based, 
therefore, on an assessment of the work costs and on an allowance for over
beads. 

When prices are fixed on an assessment of costs, there is always a 
tendency to inflate costs, and not to allow adequately for cost reductions that 
may in fact be feasible. This will be true both in the case of works costs and 
certain items of overheads. We are not in a position to judge whether, and 
to what extent, this factor has been taken account of in the estimates used 
for fixing retention prices of steel. (For the works costs and overheads 
allowed by the Tariff Commission for TISCO, see Statement II in Appendixj. 
It is, however, our view that, whatever the inflation under other heads the 
allowance made in these estimates for one of the important items u~der 
overheads, namely provision for replacement of plant, has been inadequate, 

Thus the need to link the value of plant and equipment to their replace
ment costs does not appear to be fully recognised. According to the estimates 
of the Commission, the value of the gross block per ton of rated capacity of 
saleable steel will not fall below Rs. 1900 in the case of the new Hindustan 
Steel (public sector) plants even after their next stage of expansion· 
yet, for the purpose of fixing the retention price of steel, it has chosen 1~ 
take the value of gross block at Rs. 1,300 per ton, of saleable steel. The 
latter fignre is based on the estimated gross block of the TISCO though as 
the Commission has itself pointed out, "about 25 to 30 per cent of the bl~ck 
of TISCO represents old plant and machinery installed before 1954-55 and 
only the balance of 70 to 75 per cent is comparable to that of the new plant 
and machinery of HSL"*. This procedure keeps the provision for depre
ciation lower than is required on replacement-cost basis, though it is oossible 
that the over-estimation of other elements in the retention price makes up 
for the deficiency wholly or in part. 

The treatment of overheads in the present method of pricing of steel 
affects, in particular, the relative prices of different categories. In distributing 
them between the different categories of steel, allowance is not made ade
quately for the fact that the output of mills measured in tonnage tends to 
vary with the categories of steel that are actually rolled. (The same has been 
true of fixation of 'extras' for different sections within the same categories 
although this has not been done by the Tariff Commission but by the Iro~ 

0 The gross block ofTISCO amounted to about Rs. 370 per ton in 1938·39 and about Rs. 590 
per ton m 1948·49. 
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and Steel Controller) •. For technical reasons, the rolling time per ton is 
greater for certain categories and sections than for others. Estimates of rated 
capacity are based on an ~sumed product-mix, !"'d distribution of overhe'!ds 
on the basis of such estimates of rated capacity creates, therefore, a bias 
against moving away from the assumed product-mix if the t~tal outp!lt (in 
tonnage) is likely to fall as a result below the rated capacity. This can 
become a very important factor when a shift is desired in the direction of the 
lighter sections. It can also affect the attitude of producers when they are 
asked to produce more tested steel in so far as it takes more time to do so or 
leads in other ways to a smaller volume of saleable output. 

In this connection, we would like to point out that the tendency to judge 
the performance of individual steel plants in terms of the actual tonnage 
rolled and the percentage it forms of the rated capacity is also an important 
factor in persuading the managements to turn out a product-mix that has no 
necessary correspondence to the pattern of demand. This danger bas become 
particularly serious in the case of the public sector plants which show great 
anxiety to achieve and, if possible, exceed their rated capacity. Another 
factor which works in the same direction is the linking of bonus payments to 
workers with the tonnage rolled. 

Thus, partly due to the unsatisfactory basis of fixation of retention prices, 
and partly on account of the tendency to judge the performance of steel 
plants with reference to the tonnage rolled (rather than in terms of value of 
the steel, produced), there are built in resistances to the adjustment of the 
output pattern to the patteren of demand even when there are no technical 
obstacles to such adjustments. Unless the sources of these resistances are 
removed, the ability of any administrative agency to make the producers roll 
the product-mix that is required by the consumers is likely to be subject to 
serious limitations in practice. 
Technical Considerations 

One important reason, other than price, why producers prefer not to roll 
certain sections is simply that they often do not have enough orders for what 
they consider an economic rolling tonnage. Estimates of economic rolling 
tonnage depend on the technical characteristics of the mills. Orders to roll 
smaller tonnages result in lower production and higher costs. In countries 
where there is excess capacity and producers have to compete in a buyers' 
market, there may be willingness to settle for rollings of smaller tonnage in 
order to satisfy the customer. In a country like India, however, where capa
city is inadequate to meet the growing demand for steel, the objective must 
be. to secure the fullest possible utilization of plant capacity. Where the 
resistance from producers to rolling certain sections is on account of the 
~nxiety to make full utilization of capacity for rolling sections for which there 
IS unsatisfied demand, it would not, in our view be correct to force them 
to do otherwise unless there are special consider~tions. 

One of the important factors which comes in the way of fuller utiliza
tion of plant capacity is the wide range of sections and sizes offered by pro
ducers to the consumers of steel. The total number of sections and si7..es for 
which the producers are now committed to accept orders is about 3000; and 
*We learn that the question of revision of 'extras' is now under consideration by the Extras 

<;?mmittee .app~·inted by the Imn and Steel C)ntroller. While the revision of •ex~ras' by 
t,11s C 1mm ttee may correct the present under ...estimation of overheads to ~orne extent. 
the net overheads allowed for particular sections might stiJI be inadequate 1f the present 
practice of deducting the extra receipts ;, toto for arriving at the prices for the 4 bi\Se 
sections is continued. 
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the consumers naturally proceed on the assumption that the producers will 
roll to any of these specifications. The dispersal of demand over such a large 
number of sections and sizes is responsible to a great extent for the smallness 
of the orders for many of them and for the difficulties fac~d by the produ~ers 
in making up economic rolling tonnage~. Ro!ling to c'?mplicate~ sl'ectfic~tions 
results also in considerable loss of time m the nlllls and m foregomg a 
larger output that could otherwise be rolled with the same capacity. The 
more closely the steel supplied conforms to the various requi~ements of con
sumers the less will no doubt be the wastages at the consuffilng end; but we 
should' take note of what is lost on the production side in making supplies 
conform to a wide variety of specifications. If it is known in advance that 
ordinarily only a limited number of sections and sizes will in fact be rolled 
the designs drawn up by engineers for the consumers of steel will take thi~ 
into account. and avoid, as far as possible, the sections and sizes which are 
not likely to be readily available. The failure to rationalize sections and 
sizes, together with inadequate plant specialization, has in our opinion come 
in the way of a fuller utilization of available capacity. 

The produc~on of sect!ons a_nd sizes for which ~e demand is not large 
enough to provide econoffilc rollmg tonnage at sufficiently frequent intervals 
for the ~ain producers cou!d, in principle, be left to re-rollers whose plan·t 
and eqUipment are more sUited to smaller railings. In fact, this is one of t' 
ways in whic~ the re-rollers in th~ country could be usefully fitted into th~ 
newly-developu~g structure of the mdusur. However, most of the re-rollers 
are I?-Ol yet equippe? to prod~ce sue~ sectiOns and sizes, and continue to roil 
precisely those sections and sizes which the main producers seem to be · 
position to roll at least as efficiently. The present price structure doe In a 

· d t · t" II · s not giv~ a equa e m"?n. IVe I? re-r.o ers to n!stal the necessary equipment f 
rolling the more difficult sections and Sizes which it would be relaf 0

1 
r 

uneconomic for the faster mills to roll. lYe y 

To sum up, it se~ms t'? us tha~ the present system of production plann. , 
has not succeeded e1ther m ensunng the fullest possible utilization of I~g 
able capacity or in making the rolling programmes of producers confo avail
the pattern of demand to the full extent feasible. There has been inad rm to 
recognition of the role a suitable price policy could play in realizingeqhuate 
objectives. t esc 

Regulation of Distribution 

We turn now to the arrangements for the distribution of steel and 
particularly, the present system of distribution through stockists app more 
by the Iron and Steel Controller. (See Statement III in Appendix fo/OVed 
regarding the number and State-wise distribution of approved stockists) ~ata 

Under the present system of distribution, a consumer can obtain 
either directly from the main producers at, what are called, 'Column I pristee] 
or from the 'controlled' stockists (who are wholesalers) at 'Colunru ces', 
prices', or from the 'registered' stockists (who are retailers) at 'Colunru 1}1 
prices'· in the last resort, he can also have recourse to the black market I 
what ~re often referred to as, ~~e 'Column IV prices'. The 'Colunru at, 
prices' depend on market cond!hons, and sometimes they are even be] IV 
Column II and Column III prices for certain categories. 0W 

Because the sale pric.e of !he p~oducers is lower than that of stock· 
consumers hav~ now a drrect mcen~v~ to get the supplies directly from lsts, 
plants. There Is, however, the restriction that in the case of direct dthe 

' or ers 
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placed on the main producers, the minimum tonnage of each section asked 
for, of certain categories, should be at least 10 tons and the total quantity 
of the order at least a wagon load, This restriction keeps out consumers who 
require small quantities, and makes it necessary even for the larger consu
mers to rely on stockists when the demand for any particular section is of 
a small magnitude. 

However, in the case of the larger indentors, the hope of getting at 
least some supplies directly from the main producers at Column I prices leads 
many of them to send in indents directly to the Iron and Steel Controller 
while they also try to secure what they can from the stockists. This results 
to some extent in double-ordering, subsequent reduction or cancellation of 
orders, and resale of some of the Column I supplies (if and when they are 
received by the consumers). 

Due to the heavy pressure of demand, it has not been necessary for most 
of the stockists until recently to hold large stocks for long periods. They 
have functioned more as commission agents passing on the available supplies 
to the consumers (or other traders) soon after they arrive. As a result, a 
high proportion of even the 'controlled stockists' (who are supposed to be, 
in principle, wholesalers who can store and handle large amounts of steel) 
have not taken the trouble of developing adequate warehousing facilities. The 
element of patronage in the appointment of stockists-particularly in the case 
of 'registered stockists' sponsored by the State Governments-has also led to 
the recognition of a number of traders who have neither the financial resources 
nor the other qualifications necessary for being efficient distributive agencies. 
In an industry such as steel, in which standardized bulk production by high
speed mills is a necessary condition for the efficient use of installed capacity 
and the time interval between rolling different sections may be considerable, 
stockists have really a very important function to perform; but they can 
perform this function only to the extent that they have adequate storage capa
~ity and are also willing to instal equipment for loading and unloading, shear
mg, etc. 

The 'controlled' and 'registered' st~kists complain that their relative 
margin has shrunk over time with the rise in the price of steel, since their 
absolute statutory margins per ton of steel handled have remained unchanged 
for a long time. This complaint has a basis only to the extent that the prices 
realised by the stockists have in fact confotmed to the statutory fixed prices. 

The distinction drawn between the 'controlled' and registered stockists has 
only limited significance, since both categories of stockists (as well as con
sumers) can obtain steel from the main producers at Column I prices. 
Further, there is no means of ensuring that the actual prices realized by 
stockists conform to the statutorily fixed prices. It is our impression that, 
through various channels established by the trade, the prices actually charged 
from the final users by a large number of stockists are, in the case of scarcer 
categories and sections, nearer to those prevailing in the black market. Only 
the book entries may conform to the requirements of the control system. 
Since it is the small consumers who are more dependent on private stockists 
for their supplies, the incidence of these free market prices falls more heavily 
on them than on the larger consumers who get their supplies directly from 
the producers. We have f01md that, generally, most of the small consumers 
are able to get only about one-quarter or less of their supplies at the controlled 
pr!ces, whi.ttl many of the larger consumers manage to get. as much as two
thiCds to three-fourths at these prices and rely only margmally on the free 
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market. It seems fairly clear that the small consumer of steel does not benefit 
from the present system to the extent generally believed (See Chapter 7). 

Table 2.1 below shows the relative share of Government, stockists, and 
others in the total despatches of finished steel in recent years*. It may !:le 
mentioned that part of the despatches to stockists is on account of Govern
ment orders; only the remaining is, therefore, available for meeting private 
demand. 
Table 2.1 : Share of Different Sectors in Despatr.hes of Finished Stee/1957-58 

(in percentages) 
Public Sector Stockists Others Total 

1957-58 47·7 6·2 46·1 100·0 
1958-59 46·4 12·8 40·6 100·0 
1959-60 36·5 25·"6 37·9 100·0 
1960-61 31·9 38·7 29·4 100·0 
1961-62 31·2 38·2 30·6 100·0 
1962-63 46·6 40·9 12·5 100·0 

The growth of the share of stockists in the total despatches indicates the 
increasing extent to which, with larger availability of steel, private consumers 
depends on them for their supplies even under the present control system. 

The number of traders associated with the distribution of steel at the 
moment is, however, much larger than the number of legally-recognised 
'registered' and 'controlled' stockists. The recent increases in the output of 
steei plants have necessitated larger holdings of stocks than before but most 
of the recognised stockists do not seem to have the required holding capacity. 
A large number of other 'unrecognized' stockists have thus sprung up to 
make good the deficiency, and the recognized stockists pass on to them a 
substantial portion of the supplies which they receive. A very complicated 
network of distributive agencies has thus developed which has no corres
pondence to the officially-recognized network. A recent order issued by the 
Iron and Steel Controller to enforce the legal prohibition of unrecognized 
dealers has not made, and in our judgment cannot make, any significant dif
ference to this state of affairs. Fwtber, the unrecognized traders harbour 
grievances against the existence of a closed group of recognized stockists 
many of whom receive their fixed margins as privilege rents for just passing 
on steel (without much storage or risk) to the unregistered traders or 'con. 
somers'. Injustice to new entrants is inherent in any system of distribution 
with a fixed list of recognized traders. 

Stockists complain of large and irregular despatches of supplies to parti
cular centres by the main producers and the difficulties they have in taking 
delivery of them and storing them. While some rationalization of the rolling 
and despatching programmes of producers may be possible, the phenomenon 
of bulk despatches is closely linked up with the modern technology of steel 
production and the need to make fullest possible utilization of plant capacity. 
It is, therefore, our view that the distributive system must be adapted to the 
requirements of bulk production by fast mills, and not the ot~er way abo':'t. 
With the existing bottlenecks in rail transport ( a~d t_hes~ are hkely to. perstst 
for some time to come), bulk despatches to dtstnbuttve centres~ m rake 
loads rather than wagon loads, may also be necessary to ensure qmck move
ment. From this point of view, it seems to us much more important to 
build up additional storage capacity in the distributing centres than in the 
steel plants themselves. 

*For the data from which Table 2. J has been computed, see Statement VH in Appendix. 



CHAPTER Ill: AN OUTLINE OF THE PROPOSED STEEL CONTROL 
SYSTEM 

In this chapter we shall outline the system of steel control that we would 
recommend in place of the existing system in the light of our evaluation of 
the latter in Chapter II. The proposed system is designed to avoid introduc
ing excessive rigidity while creating sufficient safeguards to withstand pres
sures; and, at the same time. to serve well-defined purposes in each of the 
four main aspects of control : 

(a) regulation of consumption; 
(b) regulation of production; 
(c) regulation of the distribution network; and 
(d) regulation of the price structure. 

In the absence of control, the market does allocate the scarce supply 
between consumers in a certain way. Even when control exists, the market 
often reallocates what is allocated administratively in the first round; but 
market allocation may be unsatisfactory in some respects. For developing 
a rational control system it is, therefore, necessary first to identify the specific
features of market allocation that need correction on the basis of social 
considerations, and then to frame administrative mechanisms which do have 
the effect of altering the allocation in the desired way. 

The four important social objectives which unregulated market allocation 
may not fulfil are : (i) the availability, on a priority basis, of steel for 
'essential' capital projects and for current production requirements of 
'essential' units; (ii) the availability of intermediate products, e.g. pig iron 
and billets, to processors other than the producers of these products (who 
are likely to prefer processing the whole or most of the available supply in 
their own plants); (iii) the availability of a "fair share" of the supply to the 
"small" man; and (iv) a "fair" regional distribution of scarce supplies. Con
trol in some form is necessary to secure these objectives, particularly under 
conditions of scarcity. 
Administration of Priorities 

It follows from our analysis that the first step must be the determination 
of 'essential' consumption. The dangers to be guarded against are : (i) the 
tendency to dilute the concept of 'priority' over a period, so that a large 
number of really non-priority demands get 'priority' labels of one kind or 
another; (ii) inflation of priority demands; (iii) failure to relate priorities 
to time-schedules of delivery of supplies; and (iv) abuses of discretionary 
power by plant executives or steel control officers in response to ad hoc pulls 
and pressures exercised at all levels. 

All steel demands should in our view, be divided into three, and only 
three. classes : (A) Over-ridi~g Priority Demands; (B) Priority Demands and 
(C) Non-Priority Demands. 'A' class demands should consist only of defence 
needs. 'B' class demands should cover the demands of basic industries, e.g:, 
coa!, steel, oil, . heavy machinery and hea~ elec!ri<;al equipment, fertilizers, 
agn~ultural €qmpment and machinery, sh1p-bmldmg, and road tranSJ?Ort 
eqmpment; and of vital social overheads e.g.; transport and commumca
t~ons including ports, shipping, railways, posts and co~m~nications, irriga
tiOn and power. All other demands should be treated as C class demands. 

19 
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Priority should be fixed according to the end-use of the supplies demanded, 
and not according to the agency or unit which makes th.e demand: AU 
demands of even the Ministry of Defence need not automatically qu~~y ~or 
priority rating; this is even more true of the demands of ~t~e.r Ministnes 
such as Agriculture and Railways. For any system. of pnonttes to work 
effectively, conditions of eligibility for priority. allocat!on_ must be made ex
tremely strict. When less essential uses are giVen pnonty status, the label 
of priority becomes useless. 

Once the demand of a project or of a production unit is acc~r~ed prio'!ty, 
all the categories and sections required should get the same pnonty gradmg. 
If some categories and sections are delivered on a priority basis, but not 
Qthers, the purpose of assigning priority may be nullified*. 

We recommend the following administrative machinery to scrutinise 
demands for priority rating and detennine bulk allocations for different groups 
Qf priority demands. 

The Ministry of Steel should set up a standing "Steel Priority Committee" 
in the Ministry. Just before the beginning of every half-year period, the 
Defence Ministry and Ministries responsible for the basic industries and vital 
QVerhead projects mentioned above, should present to this Committee their 
aggregate demand for each category of steel for the following period, indicat
ing the major components of the demand and the end-uses for which they 
are required. After examining all the demands received and discussing them 
with the Ministries concerned, the Steel Priority Committee should deter
mine the bulk allocations of different categories of steel to be made available 
un a priority basis to each group of priority users in the six-monthly period. 
If the priority allocations of steel are rigorously detennined, we expect that a 
reasonable proportion of the supply of most categories will be left for non
priority indentors. 

The priority allocations made by the Steel Priority Committee should then 
go to the Joint Plant Committee (see section below) as a directive govern
ing the planning of indents by the latter. The Joint Plant Committee 
should receive the individual indents from priority users and 'plan' them on 
the producers in accordance with the directive; these indents should be 
accompanied by documents providing that supplies are indented against the 
bulk allocations made by the Steel Priority Committee. 

The task of following each priority indent up to the point of final delivery 
(to ensure that the promised time-schedule is adhered to) should be one ot 
the main functions of the Iron and Steel Controller irt the future. Once the 
priority demands are defined and met through this administrative machinery, 
the task of allocating the remaining supply among consumers could be left 
to the channels of distribution indicated in the later sections of this report. 

Organization and Fnnclions of the Joint Plant Committee 
The processing of each and every indent by the offic~ of the Iro'!- an_d Steel 

Controller is, in our judgment, unnecessary for securmg the objecbves of 
control. Indents should go directly to a Joint Steel Plant Committee consist
ing of the General Manager of each plant (or his nominee) and the Iron and 
Steel Controller (or his nominee) as Chainnan. The Committee should meet 

•The use of imports for meeting priority requirements which cannot be met internally is 
d'scussed in Chapter VI. 
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as frequently as necessary, but at least once a week, and take such decisions 
as are required regarding the indents received in the intervening period. In 
any quarter, the Committee should first include, in the rolling programme of 
the two following quarters, the priority indents received in accordance with 
the directives of the Steel Priority Committee. Such of the other indents which 
cannot be included in full or in part in the rolling programmes of these two 
quarters should be rejected and decisions to this effect communicated to the 
indentorR forthwith. 

The Joint Plant Committee should establish the principles and general 
conventions for allocation of indents between plants. These should take into 
account the need for specialization among plants, the importance of ensuring 
economic rolling tonnages, the technical requirements of 'balanced' rolling 
programmes, the need to reduce as far as possible the time-lag between the 
receipt of indents and the despatch of supplies, and the importance of avoid
ing unnecessarily long leads in transport. In particular, the Joint Plant Com
mittee should specify, from time to time, the products {including sections 
and sizes) in which each plant is to specialize; in the case of categories and 
sections which are to be rolled by more than one plant, the Committee may 
fix the broad proportions in which indents for them may be distributed between 
the plants. The Joint Plant Committee should regularly receive from the 
plants detailed data regarding works orders, despatches made, and the out
standing orders for different categories and sections. In the light of these 
data, the Committee _should determine the quarterly rolling programmes of 
the prCilducers. In domg so, we expect that the Committee will be advised 
by the engineers associated with actual production in each plant. 

The Joint Plant Committee should have a Statistical Unit attached to it, 
which should be responsible for maintaining and supplying data showing the 
number of indents received every week, the categories and quantities demand
ed, the proportion accounted for by priority indents, the· indents 'planned' 
during the week, the quantities delivered against priority and non-priority 
indents, outstandings at the end of the week, the regional distribution of the 
non-priority indents and of the supplies despatched, etc. Judging from the 
present flow of indents to the Iron and Steel Controller's office. the number 
of indents reaching the Joint Plant Committee seems unlikely to exceed. on 
the average, 150-200 per day for some time to come. With mechanical pro
cessing and tabulation, the volume of statistical work involved is therefore 
not likely to present any serious difficulty once the basic procedures and 
formats are established. The imnortant thing to recognize ts that planning 
of production and distribution on- the scale required, if it is to be efficient. 
m~1st be statistically-controlled. 

The office of the Joint Plant Committee should also include, at the 
higher executive level. a representative from the sales organization of each 
of the main steel plants. 

The allocation of indents by the Joint Plant Committee is likely to 
have several advantages over the present system of 'planning' by the Iron 
and Steel Controller. The Committee will have a more realistic and up-to-date 
knowledge of outstanding orders, technical peculiarities of the plants, and 
the quantities of various products likely to be effectively produced and des
patched during a given period. With each plant represented on the Com
mittee, and the responsibility for planning the rolling programme fixed on 
this Committee, it is likely to be much more concerned. titan the. Iron a_nd 
Steel Controller's office with not making and accumulatmg ptormses which 
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are unlikely to be fulfilled within a reasonable period of time. Direct ~ndent
ing on the Joint Plant Committee will also eliminate the present delays mvolv
ed in the processing of indents in the Iron and Steel Controller's office. 

The role of the Iron and Steel Controller in the Committee should be two
fold : (i) to help resolve any serious differences that may arise between plant 
representatives on the Committee, and ( ii) to see that de!fiands accorded 
priorities 'A' and 'B' are in fact given priority in the rolhng programmes 
.carried out by the plants. 

Indents on producers other than the main plants need. not be processed 
through the Joint Plant Committee. As will be indicated. ~a.ter, the 
role of re-roJlers will have to be conceived in terms of giving ficxibihty to. the 
produc~ion system by meeting special requirements of regions, ~n~ of secti~ns 
for which there are only smaJI orders. For this purpose, It IS our Vtew 
that the re-rollers should be free to book the orders directly from the con
sumers (See Chapter IV). 

Arrangements relating to Indents 

We consider that, as a rule, the main producers should receive only 
"large" indents. Reasonable minimum sizes for orders for different categories 
should be determined on the basis of (i) the tonnage which it is technically 
pos_si~le to r'?ll at a. stretch before the "?}.Is require redressing1 (ii) the storage 
faciliUes avada~!e m th~ plan~~· and (m) .arrangements which, under given 
transport conditions, will fa_c•h.tate. the qmckest movement of supplies from 
the producmg plant to the distnbutmg centres. Orders of small size may be 
entertained, but there should be a system of levying additional charges as 
the scale of the order becomes smaller in order to discourage such orders 
as far as possible. As high-speed mills are installed, more plant specializa
tion becomes feasible, and the need for rationalizing wagon-use increases 
it will be increasingly important that the orders are generally large enough t~ 
be economic to roll and despatch. 

Simultaneously, the faci!itie_s _for storage and distribution of steel should 
be improved so that small u~dlVIdual demands can be met adequately and 
promptly even though _the. ma!n produ<:ers may execute only large orders (see 
the section below on distnbutive agencies). 

In order to discourag~ over-indenting of scarce categories, the financial 
arrangements accompanymg the acceptance of orders for these categories 
should be made stricter. It shoul~ be made obligatory for indenters to 
deposit with the producers, when their orders are accepted, a specific percen
tage of the value of the orders; these deposits should carry interest at the 
market rate. Letters of credit, and 'financing' through brokers who merely 
stand guarante~, should not be regarded as .a substitute for advance payment 
against orders m these cases. The proJ?ortJOn of adyance p~yment required 
to total value of the order should ~e adJusted f~om time to time by the Joint 
Plant Committee in accordance. With tbe relative. scarcity of the_ categories 
and sections concerned. As a qmd pro quo, the J~llnt Plant Com.mittee should 
·ensure that plants promise and adhere to firm dehvery dates to mdentors. It 
should also be obligatory for plants to a)low adequate rebates when there are 
delays beyond the promised dates of debvery. 

111 this connection, we may mentiort that some Government depart
ments placing orders on steel fabricators advance to them 90 per cent of the 
total cost of the materials required for executing the orders as soon as these 
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materials are acquired. The arrangement encourages the fabricators con
cerned to indent for larger amounts of steel than they really require during a 
given period. We suggest, therefore, that this arrangement be reviwed to 
ensure that only quantities actually required during any given period are in
dented for and held. 

There is also a very strong case for reduction in the number of sections 
which the plants are called upon to roll. Immediate action should be taken 
by the Ministry of Steel, in consultation with fabricators, design engi
neers, traders, and consumers to standardise the sections to be rolled by 
the big plants. The wide range covered by the new lSI specifications and 
the numerous customary specifications, while they may be desirable from 
the consumers' point of view and from the point of view of physically econo
mising steel in some sense, seem to us to be based on very scant considera
tion of the economies of large-scale rolling. The sections for which total 
demand is rather small may, as far as possible, be left for supply by re
rollers or from imports. 

We may mention here that, following the publication of our preliminary 
report last February, an engineering association consisting of some important 
fabricators of steel in India has investigated into the scope for rationalization 
in the sections now used for the fabrication of their products. It has come 
to the conclusion that the number of sections required by these fabricators 
(which producers are presumably expected to roll) could be reduced from 
553 to 129 without creating any difficulties. After examining the practical 
effects of applying the reduced ranee of sections to a number of existina 
projects, the Association has also found that, except in the case of on~ 
project, the increase in the weight of steel consumed would be nealigible. This 
investigation, it should be emphasized, did not presuppose 

0

any general 
changes in design; if the over-all designs are modified, weight increases result
ing from rationalization are expected to be even smaller. 

Standardization and reduction of the number of sections which the big 
plants will roll should be accompanied by provision of small-scale mechanical 
facilities (for shearing, cutting, drilling, etc.) near the centres of con
sumption for adjusting standard sections imd sizes to the specifications required 
by individual consumers. This, in fact, must be regarded as one of the 
important functions of the larger stockists in the main centres. 

Distributive Agencies 

We turn now to the problem of distribution. Our review of the present 
system (see Chapter II) has led us to two basic conclusions. Firstly, there 
is no effective way of checking the resale of supplies from the producers after 
they are received by the first recipients. Therefore control can and should be 
really exercised only over first deliveries from the producers. Secondly, the 
only distinction between· different first recipients that can be effectively admi
nistered are : ( i) between those who get a priority rating and those who do 
not, and (ii) between those who place "large" orders and those who place 
"sma1I" orders. 

It is our view that anyone should be free to place indents directly on the 
producers and to receive supplies at the producers' price. Sale and resale 
transactions after first deliveries should not be sought to be controlled except, 
mf course, in the case of priority deliveries for which a condition of allot
ment should be that there will be no re-sale. 
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Once the financial arrangements accompanying orders are mado; stricter, 
and there is no control over the prices at which re-sales are made by mdentors 
(whether traders or consumers, there is no rationale left for maintaining the 
distinction between 'controlled' and 'registered' stockists or between 'recog
nised' and 'unrecognised' traders. Anyone should be free to be a trader in 
steel. 

But, with the introduction of freer trading in non-priority steel, we consi
der it necessary that the Government should hold a small proportion of the 
non-priority supplies as stocks of its own to meet special needs. We recom
mend that stockyards under government control should be opened in selected 
centres dispersed throughout the country. Some of these may be stockyards 
of the main plants; others may be established and operated directly by Gov
ernment or Government agencies; still others may be private stockyards re
quisitioned or commissioned by the Government. Government depots stock
ing and supplying steel to small industries or agriculturists may also be recog
nised as stockyards. 

The functions of these stockyards will be to (a) stock and supply to con
sumers (particularly 'priority' users) uncommon and matching sections which 
may not be readily available. from the producers or from the open market· 
(b) ensure, as far as possible, that the small-scale industries receive ~ 
certain minimum amount of their requirements at regular intervals· and (c) 
make available supplies of steel in regions where, either due to' transport 
difficulties or inadequacy of resources among private traders or other reasons 
there is a tendency for acute shortages to develop. ' 

Bulk allocations of differen~ c~tegories o! steel required by the stockyards 
should be fixed by ~e Steel Pno~Ity ComlTilttee fo~ each six-monthly period. 
Against these allocatiOns, the Jomt Plant Commmittee should be directed to 
accord to the indents from stockyards the same priorities as for the 'B' cate
gory demands. Though this constitutes a· deviation from the end-use princi
ple which we have said should be the governing factor in regard to priori 
tie; this special treatment for stockyards' indents may be justified as a mean; 
of ~afeguarding to some extent the interests of disadvantageously-placed 
regions and small purchasers. 

If the objectives mentioned above are to be fulfilled by the stockyards 
they should be required ~o sell the steel held by them at fixed. prices. Thes; 
prices should be equal, m the cas~ of each _category and sectiOn, to the first 
sale price of producer~ plus a specified margn~ to cover operating expenses. In 
order to reduce the nsk of a few buyers taking ~p all the supplies of scarce 
categories offered through stockyards, the maximum amount that can be 
purchased at any one time should also be fi.x~~ for each category (even though 
it still leaves open to some extent the possibility of the amounts so purchased 
being cornered by some buyers). If nec.essary, an ag~ncy may be es~ablish
ed by the Central Government to supervise and coordmate the operations of 
these stockyards. 

Price Policy 
We have also some recommendations to make .regard!ng pr!ce policy. 

There are four different aspects of the present steel pnce policy which require 
consideration : 

(a) the general level of the price of steel allowed to producers; 

(b) the relationship between the prices for different steel products 
allowed to proaucers; 
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(c) the relationship between prices charged at different stages of mar
keting; and 

(d) the relationship between prices paid by different sets of con
sumers, and consumers in different regions. 

(a) and (b): We have argued in Chapter II that the present retention 
prices do not provide adequately for the replacement of plant at current (or 
prospective) replacement cost. It is our view that the gross block should not 
be underestimated simply out of the fear that the general level of steel prices 
will have to be raised or that the valuation at replacement cost might enable 
the older plants in private ownership to accumulate larger surpluses. If they 
accumulate larger surpluses as a result of higher retention prices, but do not 
deploy them for modernization and expansion, other measures can be taken; 
it would be wrong to allow the fear of misuse of profits to be made the basis. 
of a price policy which provides inadequately for replacement and expansion. 
Moreover, if producers' prices are fixed on the basis of anything less than 
current replacement costs, the public sector plants which are being set up
and expanded will be placed in a position of disadvantage and will not be 
able to earn even the rate of profit that can be earned by the private sector 
plants set up earlier at lower capital cost. 

It seems to us that the fuller provision which needs to he made for plant 
replacement at current or prospective costs can, and should, be done without 
a uniform upgrading of the prices of all categories of steel. t"The additional 
provision should he made as far as possible through adjustmen"ls in the relative 
price structure of steel which, as it stands, does not reflect true relative costs-) 
There need not be, therefore, a sizeable increase in the average price for 
steel allowed to producers but only increases in the prices of the scarcer 
categories and more dilficult sections. A shift of this kind in the relative 
price structure is required in the prevailing circumstances. 

It is also our view that there should be more flexibility in the fixation 
of the relative prices of different categories than is allowed by the present 
system of fixing these prices on the basis of the recommendations of the 
Tariff Commission. The recommendations of the Commission are based on 
records of costs already incurred, and the prices finally fixed on the basis of 
its recommendations take effect retrospectively. If relative prices are to 
perform their function of directing the use of existing production capacity 
to the lines where shortages exist, and away from those in which surpluses 
develop, it should be possible to change these prices more frequently and 
through less elaborate procedures. For this reason, we suggest that the fixa
tion of the first sale prices of all the main producers should be left to the 
Joint Plant Committee. These prices should be subject to the approval of the 
Government. Fixation of prices by the Joint Plant Committee will eliminate 
inter alia the anomaly of 'base' section prices and 'extras' being determined 
by different agencies, and simplify the whole procedure of fixation of prices. 

The Joint Plant Committee should adjust prices from time to time 
according to demand conditions. A revision of the relative price structure 
should, in fact, be undertaken immediately keeping in mind the consi~era
tions indicated above. The fact that cost data, in terms of the optimal 
product-mix for each mill, are not yet available for the new plants is no 
reason for _postponing such price fixation since there will be ':'!ways new 
plants commg mto production. Prices based on rough approXImations are 
good enough. 
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Under the new system, it will be necessary to introduce a safeguard 
against the accrual to the steel producers of much larger surpluses than may 
on broader social considerations be thought to be warranted.* We suggest 
that ordinarily, when free market prices are such as to justify an increase 
in first sale prices by the Joint Plant Committee, but the latte~ are alread~ 
high enough to more than cover producers' costs and reqUirements o! 
replacement and expansion, action may be taken by the Government _to 
adjust the sale price realized by producers through impositio~ of e~c1se 
duties or other fiscal devices. The Government mav also Issue direc
tives to the Joint Plant Committee in regard to price fixation when necessary· 

With the revision of the price structure, the method of fixation of bonuses 
to workers should also be changed in the plants where they are now related 
to tonnage rolled; the profits, or the value of output, of each plant provide 
a more rational basis. 

(c) and (d) : As indicated earlier, there is no point in trying to control 
prices beyond the first stage in the delivery line. A free market in steel in 
respect of sales subsequent to the first sale by the main producers should be, 
therefore, legally recognised. 

Free market prices would reflect from time to time the degree of scarcity 
or abundance, in the market, of different categories of steel and have the 
normal effect of adjusting non-priority demands to the available non-priority 
supplies. 

The difference between producers' prices and the free market prices will 
accrue to the intermediaries. If this margin becomes excessively large, the 
Government could, and should, use (as indicated earlier) the device of excise 
duties to mop up part of the difference between the producers' and free market 
prices. 

As a general principle, the assignment of priority to particular consumers 
should not carry with it the implication that they will get any kind of price 
preference. The price charged in each case will be governed by the same 
considerations as for others. However, for those users of steel who, it is felt, 
should be given a price advantage as well. there should be a system of draw
backs allowed by the Government in respect of steel directly purchased from 
the producers or from Government stockyards. The consumers who are to 
be given the privilege should be carefully determined and on very strict con
siderations; the drawbacks should also be allowed only when the actual 
use of the steel for the purpose asked for has been duly certified by an appro
priate agency of the Government. Even subsidised steel should not be sold 
at prices which are below costs of production: drawbacks should be per
mitted only in regard to the excess of the sale prices charged to consumers 
over actual costs. 

It is possible that sometimes the free market prices of some categories 
of steel may rule below the producers' prices. In such circumstances, priority 
consumers mav want to purchase from the free market and there is nothing 
in the proposed system preventing priority consumers from doing so. 

One of the important questions relevant to the fixation ?f sale pric.es is 
that of freight equalization. When freight charges are _equalised, there IS no 
incentive to minimise the leads in transport or avmd unnecessary cross
haulages. In consequence, a certain amount of avoidable burden is imposed 
on the transport system. Further, while freight equalization undoubtedly 

•We assume that the prices proposed by th~·Joint ~lant Committee will naturaJiy be such 
as will include a reasonable rate of return on capital to producers. 
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benefits the more distant consumers, it deprives those situated close to the 
producers of their Jocational advantage. It is difficult to decide, without 
further investigation, whether or not this effect on the closer, but relatively 
Jess developed, areas is more than offset by the benefits derived through 
diversion of supplies to the more remote areas. This is a complex problem, 
requiring a comparison of transport and other costs and the spatial distribu· 
tion of demands under alternative patterns of industrial location. 

We are of the view that the benefits associated with freight equalization 
can be secured in other ways-for instance, through a system of telescopic 
freight rates, or through subsidies to selected industries newly established in 
Jess developed areas. But since we have not been able to examine the econo
mic and administrative implications of such alternatives, we have refrained 
from suggesting a change from the present practice. Pending a more 
thorough examination of the whole question of regional development in the 
light of transport and other costs, the existing system of freight equalization 
might therefore continue*. The Joint Plant Committee might, therefore, 
include in the first sale prices a freight element to be realized on all despatches 
of steel and operate a clearing arrangement whereby every plant receives the 
excess of freight paid over freight realized and pays out the excess of freight 
realized over freight paid. 

The Transition 
The transition from the present to the proposed system will require, apart 

from legal and administrative changes, a solution of the problem presented 
by the mass of indents and orders outstanding when the new system comes 
into effect. We propose the following procedure for it. 

All indenters should be required to send to the Joint Plant Committee 
fresh indents (with priority entitlements where necessary) covering their 
requirements for the six-month period January-June 1964, on the assump
tion that outstanding indents and orders may not be supplied. The Joint 
Plant Committee will process them in the usual way. Outstanding orders 
covering the quantities 'planned' by the Committee against the fresh indents 
will remain valid for the period under the new arrangements. All other out
standing inden Is and orders will remain suspended. Despatches against these 
may be made in the event that the quantity of particular sections planned by 
the Joint Plant Committee against new requests is not adequate for inclusion 
in the six-month rolling programme. 
'*If the Joint Plant Committee •ptans' indents on producers in such a way as to avoid Jon 

Ie1ds in transport and subsequent adjustments in the region-wise allocation of non
priority supplies, it will help to some ex.tent in reducing the undesirable effects of freight 
equalization. 



CHAPTER IV: THE RE-ROLLING INDUSTRY 

It is outside the scope of the terms of reference of this Committee to 
define the exact role which the re-rolling industry should play in the growing 
steel production complex of the country. We are concerned ouly with the 
problem of ensuring that the re-rolling units do not find themselves in a 
situation of disadvantage in the matter of supply of billets and sale of pro
ducts, in comparison with the main producers, because of some specific 
characteristics of the distribution and price control system. 

Main Features of the Industry 

There are 191 registered re-rolling units in the country, including 4 units 
which are called "secondary producers", 91 billet re-rollers and 96 scrap 
re-rollers. (There are also an unknown number of unregistered scrap re
rollers) . The secondary producers and the billet re-rollers are expected to 
frame their production programmes on the basis of the indents placed on 
them by the Iron and Steel Controller. They are supposed to get their supply 
of billets from the main producers, and sell their products, at 'Column I 
prices'. The scrap re-rollers, however, are now allowed to buy scrap in the 
open m"!~et, frame their own production programme, and sell the products 
at prevailing market pnces. We are concerned here mainly with &illet re
rollers. * 

Production of finished steel in the registered billet re-rolling units as 
reported, is shown in Table 4.1, for selected years. ' 

Table 4.1 : Ouptput of Finished Steel by Secondary Producers 
and Registered Billet Re-Rollers. 

!953 .. 
1954 .. 
1955 .. 
1956 
1957•• .. 

(in million tons) 
.. 0·27 

0·32 
0·35 
0·42 

1958 0·41 
1959 0·55 
1960 .. 0·74 
1961 0·75 
1962 . . 0·83 

The total output of registered (billet and scrap) re-rollers, it is claimed, 
constituted about 40 per cent of the total finished steel production in the 
country in 1960-61, and their output of bars and rods about 60 per cent of 
the total national output of bars and rods. 

The Steel Re-rolline Mills Association of India claims that, on the basis 
of the existing capacity, the output of registered billet and. scrap !e-rollers 
can be raised to 1.83 million tons by 1965-66 on a two-sh1fts bas1s and to 

•The problem of the supply of scrap to re-rollers was examined by the Scrap Committee 
in 1962 • 

.. Data for 1957 are not available. 
26 
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2.20 million tons on a three-shift basis. On the assumption of two shifts the 
Association expeci.'S that a little more than two-thirds of the capacity output 
will be devoted to the production of bars and rods. (The other categories and 
sections which the re-rolling industry can roll are shown in Statement IV 
in the Appendix). 

The advantages of the industry lie mainly in two of its characteristics : 
(i) production is dispersed so that the industry can help to balance regional 
demands and supplies; and (ii) the economic rolling tonnage of the re-rolling 
units is small in comparison with that of the large plants and they can there
fore handle small orders economically. The industry can roll special sections 
e.g. thin flats, telegraph channels, deformed bars, spring steel sections, fish 
plates, thinner rods, and miscellaneous railway sections, the orders for which 
are often too small to be economically rolled in the required time by the 
main producers. 

It is, however, the view of the billet re-rollers that they can economically 
roll special products (for which the individual orders as well as the overall 
demand are small) only if the production of the staple category of bars and 
rods occupies the major part of their installed capacity and they receive an 
adequate supply of billets at a cost approximating that at which they are 
available to the main producers. 
Costs of Conversion 

A basic question ~rises he:e : if the industry must produce bars and rods. 
is the ~ost of conversiOn <?f billet~ plus ~e. co~! of transport (i.e. the cost of 
supplymg .bars and ro~s m ~pecified d1strt~utmg centres) lower if they arc 
produced m the re-rolhng '!mts ~ather than m the main plants, assuming that 
the ex-works cost of the b1llets 1s the same for the re-rolling units as for the 
main plants ? 

According to the Steel-Re-rolling Mills Association of India, "conversion 
charges allowed to re-rollers at identical billet price are in effect the same as 
allowed to the main producers .... therefore ..... from the point of view of 
national economy, no subsidy is given to re-rollers ... "*. The implication 
seems to be that so far as conversion. costs proper are concemed the industry 
does not need any protection or subsidy, and that, if billets are available to 
the re-rollers at the same price as they are to the main producers, and in 
sufficient quantity, they should be able to compete with the latter in the pro
duction of common products, especially bars and rods. In other words, 
according to the Association, the re-ro!ling mdustry is not a small-scale 
industry needing protection against large-scale competitors. 

We have not been able to examine the validity of this claim and the 
assumptions on which it rests. There are considerable variations in size and 
efficiency within the industry, and it would be surprising if all re-rolling units 
are in a position to compete with the main producers in rolling the common 
products. 

It seems to us that the claim of the re-rollers regarding their ability to 
compete with the main producers is based at least to some extent on the fact 
that the conversion charges allowed to the industry for rolling bars and rods, 
on the basis of the Tariff Commission recommendations of 1952 and 1958, 
are comfortably adequate. The few units, whose costs were examined by the 
Commission, were assumed to work on a single shift or a half-shift basis. 
According to several technical experts, the allowance provided for metal loss 
*Memorandum of the Steel Re-rolling Mills Association of India to the Committee. January 

1963. 
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Against this background, and the serious shortage of bille!s in relation to 
the existing re-rolling capacity, it is extremely difficult to devtse '!- scheme of 
allocation which will be found reasonably satisfactory by .~e dtffer.ent sec
tions of the re-rolling industry (some of whom have very legtttmate gnevances 
against what has happened). 

In view of the preference of the main producers to use the bill~t~ them
selves and the limited supply of billets now available for allocation, 11 ts clear 
that a satisfactory and dependable solution of the problem of re-rollers. can 
be found only if one or more plants exclusively designed to supply btllets 
to re-rollers are set up. We understand that proposals are currently under 
ronsideration for the setting up of billet mills by some of the secondary pro
ducers and by cooperatives of re-rollers. These deserve to be approved after 
technical examination. 

We suggest that, simultaneously, the following measures be adopted for 
supply of billets from the main plants to the re-rollers : 

(i) The main plants should be required to sell not less than a certain 
quantity out of their total production of billets, but this minimum 
quantity should be revised from time to time in the light of the 
expansion programmes of the main plants and the flow of billets 
from the new plants designed to feed exclusively the re-rollers. 
We consider that in the next few years this quantity should not 
be less than 0.9 million tons per annum, which would be slightly 
higher than the actual quantity of billets sold on the average 
during the years 1960, 1961 and 1962. 

(ii) The first sale price of billet~ supplied by the main plants should 
be fixed by the Joint Plant Committee in the same manner as the 
first sale prices of other steel products sold by them, but subject 
to the condition that the prices fixed for bars and rods by the 
Committee should exceed the price fixed for saleable billets bv 
a margin not less than the works cost of the production of bars 
and rods in the main plants. This condition, we feel, is neces
sary to prevent the main plants selling bars and rods (which are 
the main products of re-rollers) at unduly low prices. 

(iii) Re-rollers' indents for billets needed for executing orders given 
priority by the Steel Priority Committee should be accepted in 
full by the Joint Plant Committee. (We understand that appro
ximately 40 per cent of re-rollers' products go now to meet 
priority requirements). The rest of the saleable blllets may be 
freely ~old by the main plants at prices fixed by the Joint Plant 
Committee, subject to certain restrictions on regional grounds 
indicated in Chapter VIII. 



CHAPTER V: SUPPLY AND DISTRIBUTION OF PIG IRON 

Like all categories of steel, saleable pig iron (foundry grade) was subject 
to full distribution and price control until 1959. For a short period there
after, when only a part of the rolling capacity of the new steel plants had 
been commissioned, there was increase in the amount of pig iron available 
for sale; control was then realaxed, and new foundaries were freely allowed 
to be established for manufacture of quality castings. By 1961, however, pig 
iron had become a 'critical' category. The position worsened in 1962, and 
full control was imposed from April, 1963. 

The Present System of Distribution 

In the revised scheme of distribution quotas have been fixed for 1963-64, 
as indicated in Table 5.1. ' 

Table 5.1 : Pig Iron Quotas, 1963-64 

Governmellt 

Railway Sleepers 
Direct Defence Demands 
Railway Maintenance and other Government Departments .. 
Castings needed by D. G. S. & D. 

Foundries getting Defence Contracts 

Others 

Steel works maintenance .. 
Spun pipe induo;try 
Export promotion •• 

~central List' Founddes 
'State List' Foundries 
Reserve 

TOTAL .. 

(Million Tons) 

0·30 
0·06 
0·05 
0·03 
0·02 

0·46 

0·10 
0·19 
0·05 
0·18 
0·12 

0·01 

0·64 

1·10 

The annual entitlement of each foundry has been fixed as a proportion of 
'assessed capacity' on the basis of the priority rating assigned to its products.* 
Indents can now be placed on the Iron and Steel .Controller only by the 
quota-holders or by stockists pooling the quota entitlements of small-sca)e 
foundries (mainly in the State Jist). The present distribution control on p1g 
iron is thus similar to that on the 'unrelaxed' categories of steel. 

*The asscssme tt is made by the Department of Technical Development in the ~e of 'Ccntrd' 
foundries, and by State Directors of Industries in the case of 'State' foundnes. 
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In retrospect, there is little doubt that the decision to place on the free 
list the licensing of new foundaries for the manufacture of quality c.astings, fol
lowing what was obviously a temporary increase in pig iron supplies between 
1959 and 1961, was unwarranted. In the event, when the supply of saleable 
pig iron from the main plants declined with an increase in their output of 
steel, the back-log of orders for pig iron piled up rapidly, and amounted to 
almost a year's production by the end of 1962. The free market price of 
foundry pig had risen to about Rs. 150 to 200 per ton above the controlled 
price by the beginning of 1963. 

We have not been able to assess the difference that re-imposition of con
trol from April, 1963, has made to the actual allocation of pig iron in. the 
economy. However. the basic situation in respect of pig iron is, in our VIew. 
comparable in many ways to that of billets. The principal source of supply 
in both cases are the large integrated steel plants, who have the choice bet
ween selling them and using them for their own processing miiJs. Their 
inclination (to a large extent justified) is to give first preference to their own 
requirements and to treat the outside market as a residual outlet. It has, 
therefore, become necessary to impose administratively an obligation on 
some of the main producers to devote a proportion of their blast furnace 
capacity to the production of foundry-grade pig iron. 

Demand and Snpply Prospects 
It will not be possible to do away with this administrative device until 

pig iron capacity of a sizeable magnitude is developed outside the integrated 
steel plants. From the point of view of ensuring regular supplies to the 
foundries, and also enabling the integrated steel plants to operate more 
efficiently, it is therefore important that measures are taken immediately to 
set up pig iron plants of adequate capacity. 

Though the existing steel plants are being further expanded, and new 
steel plants are also to be started, the present expectation is that no additional 
supplies of saleable pig iron will be available from them until 1965-66. The 
total supply of saleable pig iron from the main plants wiiJ, therefore, con
tinue to remain at the present level of about 1.1 million tons*. 

Estimates of pig iron requirements for 1965-66 vary between 2.1 and 
2.5 million tons. These estimates are apparently based on the existing 
foundry capacity in the country and on the assumption of restricted licensing 
of additional capacity. Even if we take the lower estimate of demand, and 
the main plants are obliged to continue supplying 1.1 million tons per annum, 
the gap is large enough to justify the creation of additional pig iron capacity 
outside the main plants on a substantial scale. Outside capacity licensed so 
far is of the order of 0.5 million tons but, of this, installed capacity of only 
0.2 to 0.3 million tons is expected to materialise by 1965-66. 

The policy of creating independent pig iron capacity should be pursued 
further. It is clear, however, that for the next few years the distribution 
arrangements for pig iron have to be based on the assumption of continuing 
inadequacy of supply. 

One of the main objectives in fixing individual foundry-quotas is to pre
vent over-indenting. But as long as there is a big difference between con
trolled and free market prices of pig iron, actual users will pad their demand 
at the time of obtaining entitlements and divert part of their supplies to the 
black market. It is our view that, as in the case of sheets, plates, etc., this 

•see Statement V in Appendix for data on production of saleable pig iron from 1960 to 1963. 
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situation should be met by (a) a stricter definition of the priority uses of 
foundry-grade pig iron; and (b) an adjustment of pig iron prices to dis
courage avoidable consumption of this material in both priority and non
priority uses. 

Recommendations 
The criteria for defining priority uses and the machinery for processing 

priority demands for steel have been indicated in Chapter III. We suggest 
that the priority demands for pig iron be processed in the same way by the 
Steel Priority Committee. 

The scope for substituting other less scarce materials for pig iron should 
not be overlooked even in high-priority uses. Almost 30 per cent of the 
total pig iron available now is taken up for the manufacture of railway 
sleepers. Cuts in demand which can be achieved here through substitution 
will make a significant difference to the pressure on available supplies. 

The essential features of the new system we visualize for pig iron are 
therefore, as follows : 

(a) As at present, a part of the pig iron production of the main pro
ducers should continue to be reserved by administrative direc
tive, for sale to the foundries. This should not be less than 1 
million tons per annum. Meanwhile, concerted efforts should be 
made to enlarge pig iron production outside integrated steel 
plants. As production by the new pig iron plants increases, the 
amount of foundry-grade pig iron to be supplied by the main 
producers under admini_s!rative directiv_e may be adjusted taking 
mto account the prevailing demand Situation. This does not 
preclude the expansion of pig iron capacity in the main plants 
if it is found to be economical. 

(b) 

(c) 

Priority indents for pig iron should go directly to the Joint Plant 
Committee with evidence of priority entitlement. Production of 
pig iron in the main plants in excess of the quantity required 
for priority uses should be freely saleable. Other plants should 
be free to sell their entire output of pig iron in the open market. 
For the main producers the sale price should be fixed by the 
Joint Plant Committee (subject to Government approval), and 
adjusted from time to time according to market conditions; this 
sale price should be the same at rail-heads all over the country. 
In the case of producers of pig iron other than the main plants. 
sale prices may be left to be determined by the market. 



CHAPTER VI: IMPORTS OF STEEL 

From the outbreak of the Second World War, the foreign exchange avail
able for importing steel has been inadequate to satisfy the excess demand for 
steel in the economy. It must be assumed that this will continue to be the 
.case for some time to come. 

The problem under thes' conditions is to determine (a) which categories 
and sections of steel should be imported; (b) who should do the importing; 
(c) how the imported steel should be allocated between final consumers; and 
(d) at what prices imported steel should be made available to final consu
mers. The decisions concerning them are inter-linked. 

The present arrangements in regard to the matters listed above are as 
.follows : 

(a) 

(b) 

(c) 

(d) 

The product-pattern of steel imports is determined administra
tively by the Iron and Steel Controller with reference to the 
pattern of demand as reflected in the indents, the priorities in 
force, and the prospects of supply from domestic producers. 

Some steel is imported directly by the !non and Steel Controller, 
either by appointing handling agents and remunerating them at 
the rate of 4 per cent of the landed cost or by issuing tenders 
and accepting the lowest quotations. The rest of the imports 
are arranged privately by 'actual users', 'established importers' 
(defined as those who had imported steel in any two of the 
three years ending March, 1957), and exporters of certain com
modities (such as manganese and iron ore) against which 'bar
ter' imports are permitted. 

In the case of 'actual users', entitlements for imports are issued 
by various sponsoring authorities who are supposed to take into 
account the priorities in force, domestic availability, etc. Imports 
arranged by the Iron and Steel Controller are allocated similarly 
by the Controller himself. In the case of 'barter imports', how
ever, importers are allowed to nominate in respect of one-fifth 
of the amount imported, the 'actual us~rs' who should receive 
the supply, and the remaining is supposed to be distributed 
according to the instructions of the Iron and Steel Controller 
(provided these instructions are received within 90 days of 
import). 

'Established importers' are allowed to import only industrial 
scrap, box strapping, tool and alloy steel and certain categories 
of wire, but no attempt is made to allocate these imports 
administratively. 

'Actual users' and 'established importers' are free to import steel 
at landed cost plus import duty without any other adjustments 
'Established importers' can, however, sell the imported steel only 
at the controlled prices. 
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In the case of imports arranged by the Iron and Steel Controller 
the difference between the landed cost of steel and the sale price 
fixed for domestic supplies is deposited in the Equalization Fund 
if the landed cost is lower, and paid out if the landed cost i<; 
higher. 

In the case of 'barter imports', if the sale price fixed for domes
tic producers is higher than the landed cost of the imports plus 
the remuneration allowed to importers by more than Rs. 50 per 
ton, an amount equal to this excess is to be paid by the importers 
into the Equalization Fund. But if the difference is Jess than 
Rs. 50, or the cost of imported steel is higher than the sale price 
fixed for domestic supplies, no payment is made into or out of 
the Fund, 

It will be seen from Table 6.1 that most of the imported steel is on ac
count of 'actual users'. (For more detailed data relating to imports for this 
period, see Statement VI in Appendix). 

Table 6.1 : Share of Different Agencies in Imports of Finished Steel 

(in Rs. crores) 
Iron and "Actual 'Established 'Barter 

Steel Users' 
Controller 

Importers' Importers' Totaf 

1960-61 8·7 68·8 0·3 18·7 96·5 
1961-62 2-5 68·1 2-3 10·4 83·3 
1962-63 1·9 63·2 1·7 3-2 69·8 

The share of 'actual users' in 1962-63 was as high as 90 per cent of the 
total value of the imports of finished steel. 

For 'actual users', imports carry with them a special price advantage 
(since they are free to secure them at landed cost plus import duty) provided 
they are in a position to get the steel at lower than the sale price for domestic 
supplies. H?wever, given the present market conditions in different countr!es 
and the pnce·> charged, importers can generalJy get steel at a lower pnce 
only if they are allowed foreign exchange that can be used for purchases in 
Europe or Japan. If the foreign exchange made available can be used only 
for purchases in the United States (as is the case with funds from the Deve
lopment Loan Fund), there is not much of a price advantage for the impor
ter, as the cost of steel imported from the United States is almost as high a& 
(and sometimes exceeds) the domestic price of steel. 

Even when imports do not carry with them an additional price advantage, 
they have generally an advantage in terms of delivery time. There is, there
fore, a scramble for 'entitlement' certificates to exploit price and/or delivery 
advantages. 

Under tJ:e existing system the decisions as to how much an ·~ctual u~er' 
gets out of Imports in each year, and how much out of domestic supplies. 
are left to be taken by the sponsoring authority concerned. We are no~ ~ure 
to what extent these decisions are in practice co-ordinated. The decisions 
are also taken on the basis of different criteria. In our view, imports should 
be used primarily for improving the time schedules of supplies for high 
priority requirements and for obtaining categories a':'d s~tions not prod!'ced 
in the country. The present procedure prevents this bemg done effectively 
and consistently. 
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As for 'barter' imports, the concession given to them to choose their own 
nominees among 'actual users• is, to say the least, surprising. In fact, there 
are many other features about these 'barter' arrangements which are extre
mely odd. We shall mention some of them. 

The foreign prices of most of the commodities now allowed to be 
exported under these arrangements are lower than their domestic prices. It 
is as an incentive that exporters are beiog permitted by the Government to 
import crtain commodities and nominate the parties which should get a 
certain proportion of these imports. But imported steel cannot be sold 
legally at a price higher than the landed cost plus 7t per cent of this cost 
(which is the maximum remuneration permissible to importers). If this 
condition is strictly observed, the right to import steel and nominate 'actual 
users' cannot provide any great iocentive to the exporters of the comrnG
dities whose world prices are much lower than domestic prices. What is, 
therefore, maintaioed is only a legal fiction, and it is implicitly understood by 
both the Government and the 'barter' dealers that the incentive lies in the 
opportunity to steel the imported steel at much higher black-market prices. 
We have also been told that, though legally the 'barter' importers can sell 
to their nominees only one fifth of the imported steel, they are in practice 
()ften able to sell a much higher pwportion. 

Another feature of these barter deals is that the Government has fixed 
a minimum export price which is higher than the preaviling price abroad 
for commodities like manganese ore. No one who does not have access 
to secret foreign exchange reserves, for covering the differences between the 
price actually received for the exports and the minimum price fixed by Gov
ernment, can therefore be an exporter of these commodities. 

As regards imports through 'established importers' the amount has been 
relatively small and the categories permitted are (as indicated earlier) only 
a few. But there is no justification for giving the privilege of importing 
to a few firms whose only claim for receiving this special treatment is that 
they had imported some steel years ago. A closed list of privileged traders, 
which tends to freeze the position obtaining in an earlier period, is essential
ly unhealthy. 

In the light o~ the foregoing review of the present import arrangements, 
our recommendations are ; 

(1) As indiCated in Chapter ill, the Defence Ministry and the Ministries 
responsible for basic. industries and vital overhead projects entitled to prio
rity will present the1r total demands to be met out of imports as well as 
domestic supplies to the Steel Priority Committee for each half-year period. 
After this Committee determines the bulk allocations of different categories 
of steel to be made available on a priority basis to each group of users in 
the six-monthly period, the Joint Plant Committee should be asked to 
indicate how much of these allocations can be met out of the production of 
the main plants. The Steel Priority Committee should then determine the 
priority requirements to be met out of imports; fix the bulk allocations of 
foreign exchange for each group to cover these requirements (out of the 
total foreign exchange ~ade available for steel imports by the Ministry 
<lf Finance); and authoriSe the sponsoring authorities concerned to issue 
the necessary entitlements to individual users withio these bulk allocations. 

(2) Non-priority demands for imported steel would be of two kinds : 
(i) for categories and sections of steel which are not produced in the coun
try (such as alloy steel), and (ii) for categories and sections which are pro• 
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duced in the country but are extremely scarce. Claimants for the former 
should apply to the respective sponsoring authorities and the Steel Priority 
Committee should determine, in the light of their recommendations, the 
amounts that should be imported; the sponsoring authorities will then issue 
the necessary entitlements. In the case of categories which are produced 
in the country but extremely scarce, import licenses may be issued to stock
yards and/or other stockists, out of whatever foreign exchange is available, 
for direct import and sale in the open market. 

Thus the total amount of foreign exchange made available for steel will 
be divided into (a) the amount required for priority imports, (b) the amount 
required for non-priority imports of categories not produced in the country, 
and (c) the amount left for non-priority imports of other scarce categories. 
Since the scarcity of foreign exchange is, and will remai», acute it is inevit
able that a major part of the exchange made available for steel imports 
will be used to cover (a) and (b). But it is necessary that a reasonable pro
portion of it is also made available for (c). For otherwise, a number of 
industries which have come to depend critically on some categories of im
ported steel may be threatened with closure. The case for a minimum alloca
tion to them is analogous to the general case for allowing some mainten
ance imports. 

(3) Simultaneously, import duties should be raised sufficiently to mop 
up the difference between the landed cost of each imported category (usmg, 
for this purpose, . the lowest price prevailing abroad) and the prevailing 
internal. market pnce after makmg an allowance for normal trade margins. 
The ob]ect1ve. should be to take. away the stimulus for importing steel on 
account of pnce advantage, particularly for non-priority uses. 

( 4) Th~ ~ystem of 'b~rter imports' _of steel should be stopped forthwith, 
and the pnvtleg~s now gtven to established importers' should also be with· 
drawn. All pnvate traders should be placed on the same footing in all 
administrative arrangements concerning imports. 



CH;\PTER VII: SUPPLY OF STEEL FOR THE SMALL SCALE 
SECTOR 

In Chapter III, it was stated that special measures may be necessary to 
secure the availability of a "fair share" of the supply to the "small" man, 
In the last two chapters we have proposed the arrangements to be made 
regarding the supply of billets to re-rollers and pig iron to foundries (a large 
number of which are small units). In this chapter we shall indicate the 
general policy to be followed in regard to the supply of finished steel to 
small steel-using units of all kinds. 

Share of the Small Scale 
We have tried to make an approximate estimate of the total steel 

"demands" of the "small-scale sector", and of the allocations and despat
ches of steel to this sector in recent years. For this purpose we have assum
ed that the sector comprises the following heads identified under the present 
classification of steel quotas; "agriculture", "small scale industries", 
"steel processing industries" (in the States), and "non-agricultural" recipients 
of State quotas. At the State level, "small-scale industry" units are defined 
as units with an investment of less than Rs. 5 lakhs and not more than Rs. 10 
lakhs. We have assumed that the bulk of the State "non-agricultural" quota 
is intended for private civil construction. The off-take of "agriculture" and 
private civil construction is then included in that of the "small-scale sector", 
since most of the agricultural and civil construction demands are small-scale 
demands and any processing of steel required for meeting these demands 
(e.g. the fabrication of agricultural implements, minor irrigation equipment 
and building hardware) is usually done in small workshops. The share of 
the "small-scale sector", as defined here, in indigenous steel supplies is 
shown in Table 7.1 : 

Table 1.1 : Demands of and Allotments and Despatches to the Small-Srole 
Sector, 1957-58, 1960-61 and 1961-62 

I. 
2. 
3. 

4. 

s. 
6. 
7. 

1957-58 1960-61 1961-62 
Total despatches of finished steel (000 tons) .. 1051·6 1754·5 2693·1 
Despatches to the smaiJ-scale sector (000 tons) 225·0 257·0 504·3 
Proportion of despatches to the sma11-scale sector to 

the total despatches ( %) 21·4 14·7 18·7 

Demands(a)of the sma1l-scale sector ('000 tons) 1012·1 1805·5 
(b) (c) 

Allotments to the small-scale sector (000 tons) 317·9 1475·7 
Proportion of allotments to demand ( %) 31·4 81·7 
Proportion of despatches to allotments(%) .. 70·7 17·4 

(a) "Demand" refers to requirements according to assessed capacity. 
(b) Estimated. In this year, the State quotas for "Government schemes", 'steel pro~ 

cessing .. and "non-agricultural .. uses were pooJed. The Government demands and 
allotments for this year have been estimated on the assumption that they increased 
in proportion to the increase in aggregate demands and allotments. 

(c) Demands and allotments for 1961-62 are not available because of the relaxatien of 
control on most categories. 
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It will be seen that though despatches to the small-scale sector have 
increased in recent years, and the proportion of allotments to demand has 
also risen enormously, the proportion of actual despatches to allotments 
has recorded a serious decline. Between 1957-58 and 1960-61, while the 
total despatches of finished steel increased by 68 per cent, and allotments 
to small units by 374 per cent, actual despatches to them increased only 
by 11 per cent. As a result, the share of small units in total despatches 
declined from 21 to 15 per cent. In 1961-62, despatches to the small
scale sector increased by almost 100 per cent over the previous year, but 
they still formed only 19 per cent of the total despatches, which was less 
than in 1957-58. 

The "demands" of the sector are obviously inflated to some extent (for 
reasons we indic~te later in this chapter). It is clear, however, that despat
ches to small umts have formed a very small proportion of the total des
patches. In fact, the relative share of direct despatches for small units has 
fallen with the recent increases in the domestic output of steel. As will be 
evident from Statement VII in the Appendix, the bulk of the additional 
availability of steel has gone to the public sector, private large-scale indus
tries and stockists. 

This fall in the share of direct despatches for the small-scale sector has 
been partly <!ue to a larger flow of some categories of steel through stockists. 
With relaxation of control over several categories, and fall in market prices 
of some of then, small-scale consumers get a larger proportion of their re
quirements of these categories from local dealers. No data are, however, 
available of the off take of the sector from private stockists. 

Operation of the Control System 

We have next to consider how _far the pre~nt control system has helped 
the small cons~m~rs to get categones of steel m scarce supply Our findings 
are that (I) w1thm t~e small-scale sector, the larger enterprises manage to 
get a higher proport1on of their assessed capacity covered by allocations 
than the smaller ones; (ii) the smaller enterprises are therefore compelled 
to buy a larger proporti~m of their requirements in the black market; (iii) 
the assessments of capac1ty made by the State Governments are unscientific 
and arbitrary and there is considerable inflation of demands, particularly 
for categories and sections which are very scarce and can be re-sold at a 
high premium; (iv) a large number of bogus quota-reselling 'small-enter
prises' have come into existence; (v) the black market premia for the cate
gories in demand in the small-scale sector range from 20 to 100 per cent 
(see Statement IX in the Appendix); (vi) the prices of finished products of 
small enterprises which depend on the black market for a larger proportion 
of their steel requirements are no higher than of the larger enterprises which 
et a higher proportion of their requirements covered by administrative 

~llocations; and (vii) some State Governments have be~n shifting supplies 
meant for one sector to other sectors and thus negatmg to some extent 
the whole purpose of administrative allocation. 

Some of these observations are confirmed by field surveys carried out by 
the International Perspective Planning Team on Small Industries. A few 
extracts from thy Team's Report* are given below: 

•Development of Smafi·Scale Industries in India: Prospects, Problems a11d Policies-~ JuJy. 1963 
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"Some States do not assess capacities but depend completely on de
mand levels from some prior year (usually 1958). Officials of other 
States make assessments but the criteria applied and skills of the in
spectors vary so widely that there is no uniformity amongst Stales. 
Generally, assessed capacities (one shift) run below the capacity de
mands from enterprises". 

"A number of large firms .... were allocated 85 per cent of their 
one-shift requirements. In contrast, smaller competitors received allot
ments to cover only 33 per cent to 40 per cent of one-shift requirements." 

In one of the less developed States, "26 per cent of all allocations 
went to non•operating or 'bogus' firms obviously for resale in the black 
market". 

"The firms who find it necessary to buy in the open market generally 
sell their final products at prices below those of larger firms that receive 
larger allocations. For some products quality difference explains part 
of the differential. However. the price difference also leads one to 
suggest that prices charged by firms using allocated materials are pro
bably already being pushed upward in terms of the black market cost 
of inputs". 

Similar evidence, in regard to the distribution of supplies of iron and 
steel intended for agriculture, has been brought out in a study undertaken 
in 1961 in the Ministry of Food and Agriculture*. 

"Except in Mysore, no scientific or systematic method 1s followed 
in assessing the demand. No survev is made in the villages nor all the 
fabricators of agricultural implements consulted .......... the require-
ments of iron and steel for agricultural purposes include a larger pro
portion of sheets which are in short-supply and fetch a nigher price. 
Thus demand for sheets has registered an increase of 250 per cent dur
ing the last three years while for ·other categories there is no appreciable 
increase". 

" ........ sheets which can be sold at a premium in the open 
market are all lifted by the permit-holders though it was difficult for the 
State Governments to assess whether in all cases these were actually 
used for agricultural purposes also". 

"Even though iron sheets are in great demand, and the producers 
have not been able to make supplies in respect of indents, some as old 
as 4 years, supplies in the open market at Calcutta, Luckn"w, Kanpur, 
Bangalore and Delhi are plentiful. The price demanded is tiO to 80 
per cent above the controlled orice. The main reason for this state of 
affairs is that permit-holders for sheets find it more profitable to sell 
them at a premium than use them for the purposes for wh:ch permits 
are is·sued to them". 

"The stockists ........ charge high prices for (scarce) categories, 
either by not issuing cash memos or by slightly turning the ~nds of the 
rods and angles and calling them manuiactured goods on the. pt·ice of 
which there is no control". 

*Supplies of Iron and Steel for Agricultural Purposes\ by Mahtab Singh and A. B. La 
Under-Secretalies in the Ministry of Food and Agriculture. Government of India,' Scptem 
bor-Ortober, 1961. 
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" ...... large quantities are moved from State to State by operators 
in the open market for the purposes of obtaining higher piices from 
pockets of scarcity in the country". 

"In (one State) the number of fabricators of agricultural irnpiements 
in the State is 25 according to the figures available in the Directorate 
of Agriculture but the Provincial Iron and Steel Controller v;ho is not 
under the Agriculture Department issues supplies to around 500 sup
posed fabricators of agricultural implements". 

"Some State Governments divert supplies meant for agricultural 
quota, for other purposes, sometimes even without consulting the Agri
culture Department. The result is that agricultural quota holders are 
starved of essential supplies". 

These facts provide ample evidence for the conclusion that ,he pre•ent 
system of steel allocation, although designed to favour smal! \luits, is in 
practice discriminating against them, both in respect of the proportion 
of their requirements obtained by them and the real prices paid by them. 

Assessment of the Proposed System 
It is against this background that the fears that have be~n expressed 

by some sections of th~ small-scale sector, about the consequences for this 
sector of the d!stnbul!on system proposed by us in our Interim Report, 
should be. ex~r.u':led. Apart fro!" the probable effect of the system on the 
regional_ d!stnbut1on '?f steel_(which is dealt with in Chapter VIII), there are 
two maJOr apl?rehensiO?S .: (1) tha~ the prices of different caleg<>ries of steel 
will shoot up t~ non-pnonty supphes are channelled through the free market 
without ~ny pn~e control a~ter the first sale; and (ii) that a few large steel
using umts or b•g traders wtll .co':"er a major part of the marketed supplies 
and the share of the small umts m the total supplies will diminish. 

Concerning the price incidence of the proposed system free market pri
ces under this system are not likely to be higher than the black-market 
prices prevailing at present, unles_s the over"!! supply-demand p<>sition takes 
a turn for the wo~se. If anyth•?g, the pnces of non-flat categories may 
register some declme. The s~ttmg. up of a free m~rket in non-priority 
steel will greatly weaken the mcenl!ve to hold supphes back until black
market transactions can be arranged. All buyers will also be able to bid 
for non-priority supplies on an equal footing. "Quota rents' now c<Jl!cct'd 
by those who manage to get some supplies at controlled prices will be 
c I im inated. 

As regards the fear of supplies being cornered, we may draw attention 
to the numerous safeguards provided against it in the proposed system. 

WJJCn priority demands are rigorously defined and delimited, we expect 
that the total flow of steel (absolutely and relatively to total availability) 
into the market for meeting non-priority demands will substantially increase. 
Priority indentors will, of course, get their reasonable requirements irres
pective of any other consideration, and smallness of size will not be an im
pediment to a unit obtaining steel as long as its products are used for 
priority purposes. Further, in the case of both priority and non-priority 
indents, disadvantages due to the mere smallness of individual on,lers can be 
reduced by organizing bulk purchases of steel through associations or co
operatives of steel-users. 
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The most important fact about the steel trade today is that the actual 
number of traders stocking and selling steel (excluding quota resellers) is 
at least twice the number of officially-recognised stockists (2200). There is 
nothing surprising in this, considering that during the last 15 years there has 
been a five-fold increase in steel consumption without any corresponding in
crease in the number of recognized traders. Steel control has, if anything, 
worked towards the maintenance of concentration and oligopoly in the steel 
trade. Far from increasing concentration, the legalization of the open 
market in non-priority steel is likely to intensify competition among steel 
traders. 

Whenever and wherever, in spite of freer trading, an oligopolistic situa
tion arises in specific markets, it is our recommendation that the flow of 
supplies through the Government stockyards into those markets should be 
increased-

Under the new distribution system, units which are small but efficient 
enough to operate at market prices will continue to compete successfuHy 
with large firms in many fields. "Bogus" firms set up merely to get and 
resell quotas will be weeded out. Additional investment in inefficient small 
units will be effectively discouraged, and there will be a healthy pressure 
on small firms to combine, improve and/or specialise. 



CHAPTER VIII: mE REGIONAL DISTRIBUTION OF STEEL 

We have observed in Chapter Ill that one of the social objectiTes which 
unregulated market allocation may not fulfil is a "fair" regional distribution 
of the scarce categories of steel. We shall discuss here the arrangements 
that may be made for this purpose. 

Nume!ous criteria for determining the "fairness" of regional distribution 
are conceivable. But the main general economic criterion can only be that 
the regional distribution of supplies conforms as closely as possible to the 
regional distribution of the demand for steel. It would not be rational 
to allocate supplies on the basis of general regional characteristics such as 
population or income levels. These are important only in so far as they 
are reflected in the regional distribution of the effective demand for steel. 
The effective demand for steel is more directly influenced by the capacity 
of steel-using industries and the volume of construction activity, and their 
rates of growth in the different States; it is these that have to be considered 
in assessing regional requirements. 

. It is of course possible that the spatial distribution of steel-using indus
tnes requires correction, but this is a matter to be taken into account in the 
f<?rmulation of development plans rather than in the choice of the steel 
distribution system. The function of the distribution system is to adjust 
supplies in such a way that regional differences in capacity utilisation are 
not unduly large when the total requirements of all regions are in excess of 
total availabilities. If, relative to the demand, supplies to certain regions 
are much less than to others, this unevenness will inevitably be reflected in 
higher market prices for steel in those regions. The extent of disparity 
between the first sale price of the main producers and the free market price 
of steel constitutes, therefore, the most important single criterion for judging 
whether or not a region is receiving its 'fair' share of supplies. It is on 
the basis of this indicator that arrangements should be made for adjusting 
regional supplies. 

Under the system proposed by us in the earlier chapters, the requirements 
of priority indentors will be the first charge on available supplies; location 
sho.uld not influence in any way the proce~si~g <?f their inde!'ts: The 
regional problem is. therefore, limited to the distribution of non-pnonty sup
plies among the States. 

The arrangements for this purpose should be governed by two considera
timas : in the first place, regions far away from the steel pla_nts should not 
find themselves at an undue disadvantage on account of higher transport 
costs; secondly, the system should provide a safeguard against all n_on-prio
rity supplies of a scarce category being absorbed by consumers m areas 
which are close to the main producers or which have traditionally had a 
large share of the total supplies. 

The need to avoid anv regional discrimination in respect of the first sale 
oriee of steel is met at iiresent throul!h freight equalization. We have al
ready recommended in Chapter III that freight equalization might continue 
for all categories of steel (including billets and pig iron). For those who 
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place indents directly on the Joint Plant Committee, the:: price:: of steel of 
all categories will be the same- irrespective of the State m. which they. ~~e 
located. We have therefore to consider here only the question of quantities 
snpplied to the different States. 

Present Position 

The present arrangements affecting the State-wise distribution of . sup
plies are as follows. In the case of relaxed categories of steel, there Is no 
quantitive allocation on a regional basis. It is only in the case of unrelaxed 
categories, like sheets. that an attempt is made to relate a part of the alloca: 
tion to regional considerations. This allocation is based on the St~tes 
demands under five main heads : viz. (i) "Agricultural", (ii) "Non-Agncul
tural", (iii) "Government Development Schemes", (iv) "Steel !'rocessmg 
Industries", and (v) "Small-scale Industries". The bulk allocatiOnS made 
under these heads to the States generally meet only a part of their demand~. 
The proportion of the demand allotted to each State is in the final analysis 
the result of bargaining between the Ministry of Steel and sponsoring autho
rities like the Ministry of Agriculture and State Governments. Besides these 
allocations against State quotas, controlled stockists in the States also 
receive subst.anti~ guantities: .'J?he ~ggregate despatches against State q'!otas 
and_ to stockists mdiCate the mitial d1stnbution of steel supplies on a regional 
basis. 

We have tried to assess with available data how effective the present 
arrangements pertaining to the State quotas of steel have been in avoiding 
undue regional discrimination. On the basis of the available information 
it is impossible to judge how far the "regional demands" (recorded in the 
context of scarcity, delay in ~eliveries, and control) represent "real" 
demands .. All that can be done 1s to check whether the regional distribution 
of allocations has corresponded to the regional distribution of recorded 
demands; and, further, whether the pattern of actual despatches has cor
responded to the regional allocations. 

Statement IX ii_I the. Appendix shows the percentage shares of the diffe
rent States and regions m demands, allotments and despatches against State 
quotas in the years 1957-58 and 1960-61. It will be observed that by 
and large, (a) the pattern of distribution of demands allotments and 'des
patches, as between the principal regions, has been ~table over time and 
(b) the regional distributions in respect of allotments and despatch~s do 
not diverge greatly fi:om the distribution of demands. • Within this broad 
pattern, ~ve States, VIZ., West _Bengal, Maharashtra, Gujarat, Uttar Pradesh 
and PunJab have together claimed from 50 to 60 per cent of the total in 
demands, allotments as well as despatches. 

Between 1957-58 and 1960-61, State Governments' demands increased 
from 1.35 million tons to 2.50 million tons, and total allocation against 
them from 0.41 million tons to 1.86 million tons; but despatches against 
State quotas increased only marginally from 0.26 million tons in 195_7-58 
to 0.30 million tons in 1960-61. In other words, while the t?t:'l avaiia~I
Iities of indigenous steel . rose from about 1 million to. H m!ll!on tons m 
the period we have considered, there was hardly any mcrease m the steel 
despatches against State quotas. What in fact happened was that. a large 
part of the additional steel was despatched to controlled stockists and 
indenters other than those covered by the State quotas. 

•see also Statement X in the Appendix. 
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We have considered above only despatches of steel against State Govern
ment quotas. Despatches to stockists should be added to these in order 
to get the regional distribution of total supplies, excluding direct despatches 
against Central quotas.* Table 8.1 gives the percentage shares of different 
States and regions in total supplies-that is, despatches against State quotas 
plus despatches to stockists. It will be seen that as indigenous supplies 
of steel increased, the share of the Eastern Region--especially West Bengal 
-increased substantially, largely at the expense of the share of States in the 
Central and Southern Regions. The distribution of total supplies has thus 
been influenced markedly by the pulls exerted by the different regional mar
kets through trade channels. The role of the State quotas has apparently 
been one of redressing to some extent the unevenness in the regional distri
bution of stockists' supplies. 

Recommendations 

In the context of free indenting for non-priority steei that we have recom · 
mended in Chapter III, restrictions aiming at securing a "fair" inter-regional 
distribution of the total supply of non-priority steel would be unworkable. 
What has to be ensured is that under the new system, every region gets, 
in the first instance, at least as much steel as it used to get when the control 
on all categories of steel was in force. The Joint Plant Committee should 
therefore be given a directive that the quantities planned in respect of any 
State against non-priority indents should not, in any given period, be less 
than certain specified minimum quadtities. These minimum quantities 
should be ~qual to the despatches against State quotas in 1960-61, when 
all categones were "unrelaxed". Despatches of pig iron and billets to 
different States should be subject to the same rule. 

Table :8.1-Regional Distribution of Steel Despatches: 1957-58 and 1960-61 

(Percentage Shares) 

1957-58 1961-61 

Region/State Despatches Despatches Total Despatches Despatches Total 
agai11st to despatches agaillst to despatches 
State stockists State Stockists 

quotas quotas 

2 3 4 5 6 7 

I. Eastern Region 
I. West Bengal 14·4 34·9 18·5 13·8 36·8 29·8 
2. Assam .. 3·1 0·2 2·6 2·3 0·1 0·8 
3. Manipur 0·1 0·1 0·5 0·2 
4. Tripura 0·1 0·1 0·1 0·1 0·1 
5. NEFA and Naga 

Hills 0·1 0·1 0·1 

17·8 35·2 21·4 16·7 37·0 30·9 

*The assumption here is that despatches against Central quotas are mamJy against ptiorit 
requirements in respect of which regional considerations do not arise. 
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Table 8.1 : Rigional Distribution of Steel Despatches: 1957-58 and 1960-61 

11. North and North Western Region 

1. Uttar Pradesh .. 15·0 12·0 14·4 17·5 6·6 9•9 
2. Punjab .. 9·2 2·3 7·8 1·9 9·4 9·0 
3. Delhi .. 3·5 2·2 3·2 3·1 8·9 7·1 
4. Jammu &. Kashmir 0·5 0·4 1·3 0·1 0·4 
5. Himachal Pradesh 0·1 0·1 0·1 0·1 0·1 0·1 

28·3 16·6 25·9 29·9 25·1 26·5 

Ill. Western Region 

1. Maharashtra 
2. Gujarat 18·0 14·3 17·3 20·9 19·3 19·8 
3. Rajasthan 3·2 0·5 2·7 2·7 2·5 2·6 

21·2 14·8 20·0 23·6 21·8 22·4 

IV. Central Region 

1. Bihar .. 3·7 11·8 5·3 4·6 3·0 3·5 
2. Madhya Prade~h 8·7 ~·9 7·9 6·5 2·3 
3. Orissa .. 1·9 2·9 2·1 2·4 1·1 1·5 

14·3 19·6 15·3 13·5 4·1 7·3 

V. South Regio1r 

1. Madras 6·9 5·6 6·7 4·0 7·3 6·3 
2. Kerala .. 1·0 0·6 1·3 2·7 0·8 1·4 
3. Mysore 4·5 3·2 4·2 5·2 0·9 2·2 
4. Andhra Pradesh 5·6 3·9 5·2 4·3 2·6 3·1 
S. Pondichery 0·1 0·1 0·1 0·1 0·1 
6. Andaman 

18·1 13·3 11·5 16·3 11·7 13·1 

- Nil or Negligible. 

We expect that the despatches to different States over and above these 
minima wiJI be influenced by the difference between the first sale prices 
and actual market prices for different categories of steel in the various 
States. If, in respect of a particular State, the gap tends to be much larger 
than elsewhere, the planning of non-priority indents may be adjusted by 
the Joint Plant Committee so as to increase the despatches to that State. 
To the extent that difficulties in particular regions are attributable to relative 
shortage of stockholding cpacity amongst steel traders, this should be reme-
died through the location of new Government stockyards in such regions. 

These safeguards will prevent any su~den dis~ocation in supplies to 
the different regions consequent upon the mtrodu71Ion o~ the fre~r system 
of distribution suggested by . us: At th~ same t1m~, ~1th. free . mdenting 
and market pricing of non-pnonty steel, 1ts overall dtstnbut!On wdl tend to 
correspond m@re closely with the distribution of real demands. 
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APPENDDQ 

Statement I : Orders for Finished Steel Outstanding with the Main Pro
ducers 

Railway materials 
Structurals 
Bars and rods 
Plates . . . . . . . . . . 
Sheets (excluding galvanized sheets) 
Galvanized sheets 
Others 

TOTAl 

Eml of March 
1960 1961 1962 1963 

(in million tons) 
0·12 0·23 0·22 
0·34 0·54 0·94 
0·23 0'·44 0·75 
0·12 0•27 0·51 
0·19 0·25 0·41 
0·17 0·30 0·54 
0·01 0·02 0·01 

1·18 2·06 3·37 

0·24 
1·18 
0·79 
0·78 
0·42 
0·63 
0·14 

4·18 

Statement II : Works Costs and Overheads for Selected Categories of 
Steel allowed for TISCO by the Tariff Commission 

1949 

Works Over~ 
Costs heads 

Light bars 138 88 
Heavy bars 138 83 
Structurals 143 83 
Plates 177 83 
Sheets (black) 151 98 

1953-55 

Works Over-
Costs heads 

192 127 
210 127 
204 127 
222 127 
220 172 

(Rs. per ton) 
1960-62 

Works Over 
Costs heads 

336 198 
326 188 
367 188 
220 172 
456 252 

Statement III : Total Number of Stockists and their State-wise Distribution 
'Controlled' Stockists 1 Resigstered" Stockists 
(as at end of March, (as at end of August, 

1962) 1961) 
Number % Number % 

of Total of Total 

Andhra Prade,.h 10 4·35 108 5·58 
Assam .. 5 2·17 48 2·48 
Bengal .. 73 31·74 393 20·32 
Bihar .. 7 3·04 61 3·15 
Delhi 13 5·65 41 2·12 
Gujamt .. 13 5·65 63 4·29 
Himachal Pradesh I 0·44 II 0·51 
Kerala .. 4 1·74 24 1·24 
Madhya Pradesh 4 1·74 17 3·98 
Maharashtra 34 14·78 178 9·20 
Madras 17 7·39 112 5·79 
Mysore 3 1·30 190 9·83 
Manipur I 0·44 8 0·16 
Orissa .. 6 2·61 62 3·21 
Panjab II 4·78 191 9·88 
Pondichery I 0·44 8 0·41 
Rajasthan 13 5'65 48 2·48 
Tripura I 0·44 5 0·26 
Uttar Pradesh 13 5·65 291 15·05 

TOTAL 230 100·00 1,935 100·00 



so 
Statement IV : Categories and Sectlona which can be rolled by Re-rollers 

Wiro and wire produell; i' to 3/f/' 
Thick flats (i' to 4' wide and 1/8' If> 3/a') 
Baling lu>oJ!C and strips 
Cold-rolled skelp for pipes and tubes 

Light channels 
Gate channels 
Telegraphic channels 
Window sectloll$ 
Fish plates 
Spring steel 

Tool steel 
Other special steels. 

Statement V: Production of Saleable Pig Iron (in tqou$and in metric tormes) 
Producer 1960 1961 1962 1963 

Main plants (January-
June) 

TISCO 0·55 20·87 31·11 6·69 
liSCO .. ~1·36 267·87 204·30 149·15 
Mysore 11·21 9·93 
RourJ<~la 391·60 393·44 334·39 176·07 
Durgapur 184·49 99·37 60·25 55·95 

Others 

KalinJlll 18•64 30•26 28·41 11·15 
ACME 3·52 

TOTAL 1,055·08 1,136·53 913·53 620·05 



Statement VI: Value of Imports of Finished Steel (Category-wise). 1960-61 to 1962-63 (Rs. Crores) 

1960-61 1961-62 1962-63 

'Actual 'Estab- •Barter' Iron Total 'Actual 'Estab- 'Barter' Iron Total 'Aetual 'Estab- •Barter' Iron Total 
Users' lished lrnpor- and Users" lis bed Impor- and Users• lis bed Impor- and 

Imp or- ters Steel lrnpor- te" Steel lmpor- ters Steel 
ters' Con- ters' Con· ters' Con· 

troller trtoller troller 

Railway rna-
terials 8·5 3·2 11·7 10·8 10·8 14·8 14·8 

Structural• •• 2·5 0·7 3·2 1·0 1·0 0·5 0·2 0·7 
Bars and rods 8·5 0·1 0·1 8·7 9·5 0·3 9·8 6·9 6·9 
Plates 5·3 q.o 1·0 7·3 6·3 0·1 ·0·5 6·9 4·5 0·4 0·7 5·6 
Sheets (inclu-

ding galvanized lh 
shoo!V 15·0 12·7 2·3 30·0 15·1 1·6 7-8 1·1 25-6 13·2 0·6 J·J 0·7 15·8 -Tinplate· 8·6 0·6 0·1 9·3 a·9 Qo4 4·3 3·5 N 

Othon 20·4 0·3 4·3 1·3 26·3 .21·5 0·7 H 0·5 24·8 19·8 H I·.S 0·3 I 22·7 

Tcm<L 68·8 0·3 18·7 8·7 96·5 68·1 2·3 10·4 z.s 83·2 63·2 1·7 3·2 1·9 10·0 



Year 

1957-58 
1958-59 
1959-60 
1960-61 
1961-62 
1962-63 

Statement Vll: Despatches of finished Stee/1957-58 to 1962-63 
(Re-classified from Administrative Classification*) (OOOtons) 

• 

Direct Despatches to Public sector 

Defence Railways Other Govt. Total 
Demands 
Central State 

5-9 296·4 162·3 37·2 501·8 

5·9 294-1 212·1 35·3 547·7 

7·1 232·2 241-6 56·9 537·8 

12•4 246·3 261·8 40·0 560·0 

15·2 429·5 357·5 36·9 839·2 

792·3 .. 1,622·5 

Other Government Demand• (Central) 
Large Scale Industry 
Small Industry 
Construction 
Despatches through Stockists 

. ,not available 
... nil or neeligible, 

Direct 

Large-
Scale 
Industry 

258·1 
264·5 
302·4 
257.3 
317·1 

Despatches to Private Sector Des- Grand 
pactches Total 

Small-Scale Sector through 
Trade 

Agri- Small Contst- Total Exports Total 
culture Industry ruction 

67·6 55·2 102·2 225·0 1·7 48·48 64·9 1,051·6 
56·3 94·9 60·1 211·3 2·4 478·1 151·1 1,176·6 
46·8 83·5 123·0 253·3 1·6 551·2 376·8 1,471·8 
52·7 22·9 181·1 257·0 0·4 514·7 679·4 1,754·5 
58·0 58·8 387·5 504·3 1·4 822·8 1,031·2 2,693·1 

3·6 431·3 1,425·3 3.482·7 

AdministrativecJassi/iC'atfon 
-GDS (Central)+ RR & HS+Reserve 
=SPI (Central)+ IMP+PIDS 
=SPI (States)+SSI (States) 
=Non·Agricultural 
=Controlled Stockists+ Unspecified Quotas + Surplus Stocks 

+Special Sections + Relaxed Categories . 

v. 
N 



Statement VIII: Open Market Prices of Selected Categories of Steel. April-August, 1963 
(in Rs. per metric tonne) 

Controlled 
Price 

Open Market Prices.• 

(Coloum 1') Bombay Madras Delhi Calcutta 
Category of Steel of 

Untested 
Variety 
F.O.R. 
Railhead 

Rounds (3/4") 626 660-670(6·23) 680-810(19·01) 620-620(-0·96) 600-640(-0·96) 

Angles •. 645 680-680(5·43) 750-750(16·28) 650-650(0. 78) 650-650(0·78) 

Joists .. 645 680-680(5 ·43) 700-700(8·53) 670-680(4 ·65) 

B.P. Sheet$ (10 G to 14 G) 813 1100-1100(35-30) 1000-1400(47·60) 1050-1065(30·0) 980-1000(21·77) 

G.C. Sheets (22 G to 26 G) 925 2000-2200(127·02) 1900-2000(11Q-81) 1700-1900(94·59) 1700-1850(91·89) 

G.P. Sheets (22 G to 26 G) .. 932 1700-2000(98. 50) 1700-1900(93 ·13) 1750-2000(101·18) 1550-1750(77 ·04) Vl 
tH 

Plates (3/8") .. 742 980-1000(33 ·42) 850-850(14· 56) 

Galvanized Wire 947 1300-1300(37 ·28) 1285-1310(36·96) 1300-1300(37 ·28) IIS9-11SO (21·44) 

H.Jt.Wire 831 970-980(17. 33) 1050-1050(26·35) 950-1000(17·33) 

Stalrtless Steel Sheets .. 17800-22600 18000-18100 

*Premia percentages shown in brackets relate to the mean of the range of open market prices in each calie. 





IV. CENTIUE. REGIDN 

1. Bihar 4·S 4·4 3·7 S·2 S·7 4·6 

2 Madhya Pradesh •• 7·3 8·6 8•7 1·9 7·6 6·S 

3. Orissa. 1·~ l·L 1·9 3·2 3·0 2·4 

13·9 1S·l 14·3 16·3 16·3 11·S 

V. SOfflHERN REGION 

f. Madia• 3•2 4·3 6·9 3-6 4·1 4·0 

2. :S:omla 3·2 2.·3 1·0 4·4 5·3 2·7 

3. Mysore S·B 'J·Z 4·5 4·0 4·4 S·2 

4. Andhra Pradeob .. 6·2 S·4 S·6 7·4 7.2 4·3 

S. Pondicberry 0·1 0·2 0·1 0·2 0·2 0·1 

6 . .Andaman .. 0·1 0·1 0·1 0·1 

18·6 15o·S 1&·1 19·7 21·3 16·3 .... .... 
'fOTAL !00·0 100·0 100•0 100·0 100·0 100·0 



Statement X : Denumds for Finished Steel a11d Allotments and Despatches to various States agaiesr States Ouotas, 
1957-58 and 1960-61 

(in thousand metric tonnes) 

1957-58 1960-61 

Demands Allotments• Despatches• Demands Allotments)• Desptch' 

Andamans 0·6 0·4(66·3) -H 1·6 1·6(99·3) -(3·1) 

Andbra Pradesh 83·0 22·0( 26·5) 14·6( 66·4) 185·7 133·8 (72·0) 12·8 (9·5) 
Assam 42·9 9·8 (22·8) 8·1 (83·3) 101·8 64·1( 63·0) 6·8( 10·6) 
Bihar 60·4 17-8 (29·2) 9·8( 54·9) 130·5 105·1( 80·5) 13·7( 13·1) 
Delhi 35·4 14-7( 41•6) 9·1( 61·7) 85·0 61·2( 72·0) 9·1(14·9) 
Gujarat And Maha.,;shtra 218·1 74·9( 34·3) 47·2( 63·0) 430·9 352·4( 81·8) 6Jo8(17•5) 
Himachal Pradesh 3·1 1·8( 56·2) 0·2( 9·4) 7·6 4·2 (56·0) 0·3( 6·6) 
Jammu and Kashmi; · . 5 ·I 4·2( 81·6) 1·4( 33-8) 25·6 23·7 (92·8) 3-8(16·0) 
Kemla 42•8 9·6( 22·3) 3'8( 40·2) 110·0 98·7 (89•8) 7·9( 8•0) 
Madhya Pradesh 99·0 35·2(35·6) 22·7( 64·4) 198·1 141·5( 7!•4) 19-4(13-8) 
Madras 42·6 17-6 (41·2) 18·2(103·2) 90·9 77·1( 84·8) 11·8(15•2) 
Manipi.Jr 3·2 1·0( 32·2) 0·2( 22-8) 4·2 3·9( 93·4) 1-5(38·2) 
Myso"' 77·5 13·2( 17·0) 11·8( 89·2) 99·1 82·2( 83·0) 15·4(18•7) 
Naga Hills 00 0·7 0·7(100·0) -(-) 2·1 2·7(100·0) -(-) 
NEFA 2·0 0·6( 29•6) 0·1( 9·R) 1·0 1·0( 99·1) -(-) 
Orissa 28·8 8·7( 30·1) 4·9( 51·0) 19·5 56·4( 70·9) 7·0(12·5) 
Pondicherry .. 1·2 0·7( 60·5) 0·2( 31·8) 4·1 2·9( 62·3) 0·4(13· 5) 
Punjab 175·7 44·7(25·4) 24·0( 53·7) 249·4 147·2( 59·0) 23·7(16·1) 
Rajasthan 45·6 11·6( 25·4) 8·5 (73·7) 98·6 63·9( 66·9) 8·2(12•4) 
Tripura .. 2·2 0·5( 22·8) 0·2( 42·7) 9·1 5·6( 61·6) 0·3( 4·6) 
Uttar Pradesh 143·6 66·5( 46·2) 39·2( 59·0) 235·8 170·2( 72·2) 51·9(30·5) 
West Bengal 232·5 51·1( 22·0) 37·9( 74·1) 342·8 255 ·8( 74·6) 41·0(16•0) 

ToTAL 1346·0 407·3( 30·3) 262·1( 64·4) 2494·0 1855·2( 74·5) 296·8(15·9) 

Nil or negligible. *Figures in ?rackets un?er cAII?tments' are ratios of allotments to dernapds (in percentages), 
those under Despatches are ratios or despatches to allotments (also in percentages). 
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