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Though the Kargali coal washery made a profit for the first time in 1963-64, the economics of its working 

still leaves much to be desired. 
Some of the reasons for this can be traced to defects in the construction of the washery, which could 

have been avoided, had greater care been exercised at the time of entering into the contract with the Japanese 
collaborators. 

However, other causes of Kargali's high operating costs can and should be remedied. An attempt is 
made below to identify these. 

THE decision to set up the Kargali 
washery was taken in 1955 to 

meet the coking coal requirements of 
the, there proposed Rourkela and Bhi
lai Steel plants. Located in the (East 
Bokaro Coalfield) Hazaribagh district 
of Bihar it has a special advantage in 
that the use of railway wagons has 
been eliminated as raw coal feed from 
Bokaro and Kargali Collieries (contain
ing about 20 per cent ash) is carried 
by bi-cable aerial ropeway. The yearly 
input capacity is 2.2 million tonnes 
based on a washing unit of 463 tonnes 
per hour working two shifts of about 
eight hours a day for approximately 
300 days in a year. It is a composite 
type of washery employing both hea
vy medium separators and Baum Jig, 
Contract for the supply, installation 
and commissioning was placed with 
M/s Eastern Equipment and Sales 
Ltd in collaboration with M/s Daiichi 
Bassan Kaisha Ltd, Japan, in March 
1956. The scheduled date of commis
sioning was 1 January, 1958 but the 
washery actually went into operation 1 

in November 1958. Capital cost of the 
entire project inclusive of ancillary 
works such as construction of residen
tial buildings, water and electrical in
stallations etc, was Rs 2.5 crores ap
proximately. The destination of clean 
coal is Rourkela Steel Plant (70 per 
cent) and Bhilai Steel Plant (30 per 
cent); middlings arc for the Bokaro 
Thermal Plant and rejects for back
filling the mines. 

The rated capacity and output of 
washed coal of the washery since its 
inception are given in Table 1. 
There has been a steady decline in 
the idle capacity. This is reflected in 
the financial performance of the wash
ery as shown in the Table 2 which 
gives a summary of its working5 ex
penses since inception. 

In calculating operating cost [item 
(13)] items (1) and (2) have been ex
cluded for obvious reasons. Items (10) 
and (11) have been excluded in calcu
lating the operating cost of the relev

ant individual years as they do not 
belong there; both have however been 
taken account of in estimating the 
average operating cost of washing per 
tonne [item (16)] for the six year 
period; this average portrays the pic
ture more faithfully than the yearly 
data; for a plant has a normal period 
of development. The operating cost 
per tonne since 1960-61 is more or 
less the same if we exclude the cost 
of railway sidings; the corresponding 
average for six years is Rs 6.9. 

Aggregate loss increased during the 
first four years, came down in the fifth 
year to a level lower than that of the 
second and was transformed in the 
sixth year into a profit of Rs 14.1 
lakhs (Rs 12.1 lakhs if Rs 2 lakhs 
transport charges of middlings by rope
way to D V C are excluded). The Esti
mates Committee made the following 
observations on the growing losses 
during the first four years: 

"In reply to a written enquiry.... 
it was stated that it was not true to 
state that the washery had been runn
ing at a loss. In accordance with the 
agreement arrived at, the H S L (the 
only consumer of Kargali washed 
coal) had been paying the corporation 
at an ad hoc rate of the notified price 
for Sel B grade coal plus Rs 5 per 
ton with the understanding that once 
the final price was negotiated and 
settled, the difference, if any, between 

the final price so settled and the pro
visional price would by made good 
by the HSL." (Para 62) 

"A settlement was stated to have 
been reached with HSL in this regard 
during 1961. Under this, the HSL 
would reimburse the Corporation with 
the actual expenditure incurred upto 
30th September 1961. For the sub
sequent period a standard cost is to 
be worked out on the basis of princi
ples agreed upon between the two 
parties. The Committee consider that 
the standard cost should have been 
worked out from the very beginning. 
The system of payment at cost Is not 
conducive to economy and efficiency. 
They hope that there would not be 
any further delay in arriving at the 
standard cost and that such arrange
ments would be made in similar cases 
in the future." (Para 63) 

Even admitting that there was no 
loss from the point of view of the 
Kargali washery it must be pointed 
out that the possibilities of keeping 
down expenses were not fully explored. 
For example, though middlings are 
sold to the Bokaro thermal power 
station, situated at a distance of about 
seven miles, a considerable quantity 
is simply dumped on the site, there 
being not enough market for it. The 
Estimates Committee pointed out 
(Report Para 65) the desirability of 
issuing middlings to the employees 
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(as is the practice in many developed 
countries) who during two years 
1959-61 were supplied free coal amou
nting to Rs 53.67 lakhs. This measure 
would have increased the utilisation 
of middlings and released substantial 
coal for industrial and other purposes. 
Again, it is remarkable that despite a 
fall in washed coal output in 1960-61 
compared to 1959-60, expenditure on 
depreciation and miscellaneous items 
was considerably higher. Similarly, 
the provision for doubtful debts (item 
10) to the extent of about Rs 15 lakhs 
in 1961-62 and Rs 8.7 lakhs in 1963-
64 betrays insufficient concern for 
sound business principles. 

Some other features relating to the 
performance of the washery are men
tioned below to emphasise the urgent 
need for watchful care of its finances. 
Unsatisfactory performance in its 
early years led to the appointment in 
July 1959 a departmental committee 
which pointed out that: 

"(1) The designed capacity of the 
washery fell short of the expect
ed input capacity of 2.2 million 
tons per annum. 

(2) There was excessive size degra
dation of coal during its transit 
from the colliery's end upto the 
washery. 

(3) The capacity of the bi-cable 
ropeway did not come up to the 
specific rate of 250 tons per 
hour for 20 hours a day. 

(4) Inadequate provision had been 
made for storage purposes at 
various stages. 

(5) There was excessive coal dust 
in the washing plant for widen 
adequate arrangements for dust 
control were not provided,"4 

Also, there were "maintenan
ce and service difficulties due to 
lack of supply of coal, railway 
wagons, removal of rejects and 
middlings, shortage of power 
and water of spares.".... An 
expert's description of the ope
ration of the washery was that, 
'The plant stammers. It ope
rates for ten minutes and then 
there is no coal; it shuts down 
for an hour and when coal ar
rives it operates for an hour 
when there is power failure. It 
shuts down again for half-an-
hour or an hour. When power 
comes back, there is a failure 
in water supply. In fact often 
over 30 per cent of the working 
time is lost in this manner."3 

1704 
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The majority of the Committee were 
of the view that contractors could not 
be held responsible for the washery's 
deficiencies. The Estimates Commit
tee's dissatisfaction wi th the working 
of the washery is indicated in their 
following observations: 

" I t is thus evident from the fore
going that proper care and caution 
was not observed at the time of 
inviting tenders for this project as 
in the absence of project report 
complete data was not made avail
able to the tenders. The contract 
entered into with the Japanese firm 
was also defective as i t-did not pro
vide for the performance guarantee 
of the integrated plant and hence 
they could not be held responsible 
for ensuring the rated throughout. 
Repairs and maintenance costing as 

'much as Rs 1.19 crores during the 
two years had to be carried out at 
the cost of the Corporation. It is 
significant to note that the total 

'cost of the washery itself was Rs 
172 crores only. In addition a 
period of over three years was 
spent in getting the defects and de-
ficiencies removed, resulting in loss 
of production and earnings. Even 
after this the annual production is 
expected to be 3 lakhs tons less 
than the original rated capacity of 
16.20 lakhs tons as admitted by the 
Managing Director. The Committee 
cannot help feeling that the acts of 
commission and ommission in this 
case have proved to he quite cost
ly. They hope that there will be no 
repetition of such mistakes in fu
ture. In this connection they were 
assured by the Managing Director 
that they had learnt a good lesson 
and that they had better facilities 
for testing the coal characteristics 
and that their own engineers had 
also better experience."6  

The staff of the washery was un
necessarily large. The estimated and 
actual staff in 1961-62 is given below: 

overstaffing and undertook to adopt 
corrective measures. In spite of this 
undertaking item (5) of the working 
expenses (salaries, wages, etc.) given 
above increased by about 60 per cent 
between 1961-62 and 1963-64 whereas 
the input of raw coal and the output 
of washed coal increased by 26 per 
cent and 17 per cent respectively dur
ing the same period. This is quite dis
couraging specially because of the urg
ency of the cost reduction measures 
underlined by Table 3 which gives the 
performance of the washery during the 
last few years exhibiting idle capacity 
in terms of raw coal input and increas
ingly difficult conditions of washing 
indicated by a fall in the proportion 
of washed coal to raw coal feed [item 
(5)]. 

As regards the adoption of a stand
ard cost recommended by the Esti
mates Committee the annual report of 
the NCDC for 1962-63 7 informed that 
for that year (i) the sale price of wash
ed coal was based on the standard 
cost, (ii) any difference between the 
actual cost and standard cost during 
1-10-61 to 31-2-63 was shared between 
the NCDC and HSL in agreed propor
tions, and (iii) the closing stock of 
washed coal was priced at standard 
cost as against the controlled rate for 
selected "B" grade coal plus an ad hoc 
rate of Rs 5 per ten in previous years. 
The 1963-64 Report stated that the 
sale price of washed coal was based 
on an agreed rate which was to be 
reviewed at the end of two-year agree
ment ending on 31-3-1965. The first 

agreement covered the period 1-10-61 
to 31-3-63. Standard cost for 1962-63 
and 1963-64 can be calculated as in 
Table 4. 

Standard cost for earlier years can
not be estimated from published data. 
The rise in the actual cost per tonne 
by about Rs 3 is due to larger salaries 
and wages, extra expenditure on coal 
transport and provision for doubtful 
debts; the need for economy on the 
first and third items has already been 
emphasised. If these are attended to 
and an earnest endeavour is made to 
run the washery at full capacity it will 
be able to bear comparison with the 
private sector washeries10 thanks to 
the searching scrutiny of the Estimates 
Committee, sincere acceptance of heal
thy criticism by the washery authori
ties and continuous attempt on their 
part to meet criticisms. 

Notes 
1 The delay in commissioning was 

caused by the dilatory machinery 
of the State Government for deal
ing with applications for permis
sion for a ropeway, completion of 
roads, foundation, drainage etc. 
Other possible causes are the cum
brous time-consuming procedure 
for entering into agreements with 
foreign collaborators and absence 
of a penally clause in agreements 
in respect of timely supply of 
machinery, equipment etc. (Esti
mates Committee (1962-63) Thirty-
second Report, Third Lok Sabha, 
Para 51) 
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2 Ibid, and Monthly Review of coal 
Production and Distribution. 

3 Based on the Annual Reports of 
the NCDC. 
(a) Including Rs 4.2 lakhs, Rs 3.8 

lakhs and Rs 3.2 lakhs respec
tively for railway sidings in 
three consecutive years. 

(b) Includes Rs 15.1 lakhs for 
road transport of coal. 

(c) The items are: 
(i) Repairs & maintenance of 

railway sidings Rs 6.3 lakhs 
(ii) Administrative charges 

Rs 5.2 lakhs 
(iii) Land Rent Rs 0.8 lakhs 
(iv) Concumption of coal etc. 

Rs 1,9 lakhs 
(d) Excludes cost of railway sid

ings and for 1963-64 road 
transport for coal also. 

4 Estimates Committee Report. Para 
54 

5 Ibid para 56 
6 Ibid para 57 

7 Report; Pages fifty-two to fifty-
seven 

8 Report: Pages forty-two to forty-

five 
9 See Table 2 above 

10 TISCO's washeries are at Janadoba 
and West Bokaro and USCO's at 
Lodna. The comparability of Kar-
gali's latest performance with that 
of the three private sector wash
eries (for coking coal) has been 
demonstiated by the present writ
er (from washeries as direct evid
ence could not be secured) in his 
forthcoming publication (in Press) 
on "Some aspects of the econo
mics of coal washing in India". 


