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EDITORIAL
It is recommended by many newspapers and companies that more and more branded type steel be produced by India.  Such steels will be Value added.  They mostly recommend that we may go for producing automotive and aeronautic type of steel produced.  The emphasis on producing car steel body flats and also specialized alloys used in various parts of the automotive industry is recommended.  In India, SAIL and TISCO are at present catering to the needs of automotive industry but  industry feels that they are somewhat inferior to the imported Japanese steel.  It is recommended that we may import such a technology as soon as possible.  We have in India at present all sophisticated equipments to produce steel.  If needed marginal equipment can be procured.  No doubt demand for automotive industry will grow quite fast.
However, the point lies about the volume of these types of steel needed for automotive and aeronautic industries.  The quantum needed is very small.  Even MIDHANI is not able to utilize its full capacity for producing heat and corrosion resistance high alloys needed for aviation industry.  We have to be cautious about the economic as well as technology of producing such steels.

AIIFA feels that our new companies which are being installed may import good quality equipment to produce steels equivalent to Japanese flat steel for car bodies.
First meeting of the CII National Committee on Steel & Non-Ferrous Metals 

The above meeting was held on 19th July, 2006 at hotel Taj Mahal, Mansingh Road, New Delhi. Mr. B. Muthuraman, M.D., Tata Steel took the Chair and took up Agenda points for discussion. According to the terms of reference, the committee is supposed to discuss long term growth prospects of Indian Steel & Non-ferrous metals industries. Mr. Varshney, Executive Director, All India Induction Furnaces Association pointed out to the Chairman during the meeting that similar exercise is going on in the Ministry of Steel. Therefore, the committee’s work may be duplicating the work of Steel Ministry. Mr. Muthuraman held the view that similar points may be discussed. At the same time they go ahead with their work, prepare CII National Committee report and submit to Steel Ministry for consideration and comparing with the findings of the Steel Ministry report. The following points were discussed in the meeting. 

1. The human resources need for future of steel industry and advance action to be taken for training.  

2. Environment clearance and discussions with the Ministry of Environment regarding Co2 and avoiding delays for giving clearance to new plants.

3. It will be considered whether raw materials needed by Indian Iron & Steel Industry should not be exported in future like Iron Ore.  

4. The industry should be re-rated and due consideration be given. 

5. All MoUs which have been signed with the State Governments availability of land etc should be ensured. 

6. Infrastructure should be properly developed simultaneously as needed by the Iron and steel in industry.  

Dr. V. Krishnamurthy, Chairman, National Manufacturing Competitiveness Council, who joined the meeting at 12.30 PM was informed about the above points. He promised to take up the matter at appropriate level.  The work plan was informed as follows:
1. First meeting of the Committee-July 2006

2. Second meeting of the Committee-October 2006

· To discuss reports and recommendations on Fiscal Policy/Mining Policy/ Infrastructure Policy for growth of the steel industry by the Task Forces appointed in the first meeting along with task force recommendations on sustained growth &health of the secondary steel producers. 

3. Steel Summit 2006-First half of Nov. 2006

4. Third meeting of the Committee-Feb- 2007

5. Work Plan for non-ferrous metals industry to be finalized after inputs from non-ferrous industry. Representatives’ inputs would be obtained during the first meeting on desire to include a Non-ferrous Summit. 

PHDCCI Meeting – Committee of Associations
PHD Chamber of Commerce and Industry held a meeting of Committee of Association members (CAM) on 19th July 2006 at PHD House, New Delhi. AIIFA being an Association member, its representative attended the meeting.  The objective of Committee of Association Members are primarily intended to provide a forum for strengthening cooperation between PHDCCI and its Association members, focusing on how to effectively serve the industry for contributing meaningfully to economic development of the region. The President of PHDCCI  pointed out that the pace of growth in Industry and Commerce in Northern part of the country is slower than that of Southern and Western region.  The meeting also deliberated on how to strengthen the North Indian Common Economy (NICE) through removal of Inter State trade barriers and making optimum use of natural resources in the region. PHDCCI has prepared a policy paper on NICE-Removal of Inter-state Trade Barriers.

GLEANINGS FROM THE PRESS
Steel sector overhauled globally
On the one hand, while consolidation and expansion have gained momentum, on the other, the Indian steel sector is poised for a boom with investments pouring into upcoming infrastructure projects.  The Planning Commission of India has earmarked Rs. 3.2 trillion for the modernization and up-gradation of ports, airports and highways in the 11th Five Year Plan period to make India a world-class manufacturing hub with the best of infrastructure facilities.  
Chinese investments

We have already informed our members that the Steel industry in China is not that good as made out.  They are not in a position to refund the bank loans for a number of months.  Now reports are coming out that financial institutions in China have stopped giving advances to Power, Coal and Steel industries.  There is over-capacity problems in China.  The figures show China’s loans outstanding totaled 21.53 trillion at the end of June 2006, up 15.24% from June last year.  The National Development and Reform Commission (NDRC), China’s tope planning body, said in a report that excessive lending and over-investment could influence the stable growth of China’s economy.
Drawback rates for products hiked
The Finance Ministry announced that the revised all industry drawback rates, as per the recommendations of the Saumitra Chaudhuri Panel.  The new rates will come into force with effect from July 15 onwards.   The rates have been revised in accordance with the changes in prices of inputs, duties, etc.  The rates have been revised upwards on most of 84 products in the relevant schedule.  The drawback rates have been determined on the basis of certain broad parameters including the prevailing prices of inputs/outputs norms (SION) published by DGFT, share of imports of in the total consumption of inputs and the applied  rates of duty.  Significantly, the new Drawback Schedule also takes into account the incidence of service tax paid on taxable services which are used as input services in the manufacturing or processing of export goods, the release added.  For this purpose, the Customs and Central Excise Duties Drawback Rules, 1995 have been suitably amended.  The Drawback Schedule includes 84 new items.  These include cotton bags, leather-caps, aluminium art-ware, suitcase and handbags of plastics, tractor parts, compressors table tennis table and various other sports equipment/accessories.   
Indian government to keep a check on domestic steel prices

Indian government warned private steel producers to check prices or be prepared for an intervention. Union steel minister Mr Ram Vilas Paswan told reporters "We do not have a steel price control as of now but we have asked the department to devise ways to check it by talking to the private players."  Mr Paswan said the move to talk to the private players was necessitated as they controlled about two thirds of the market while the public sector steel units have only about one third of the market. Mr Paswan said “Even if the PSUs lower the steel prices, it would not affect the overall market prices unless the private players do not lower it and the middlemen are making profit from the price differentials between the PSUs and private players.”  Mr Paswan said "It is in the interest of the consumers. We keep talking to the private player and last time we had a meeting they agreed to cut steel prices by Rs 2,000 per tonne." 

Branded steel Go For Value-Added Products

We are reproducing editorial of Economic Times (Delhi Edition) dt: 29th July for information of members. However, the views expressed in the write up is not entrust to Induction Furnace Industry. See the same it gives an idea about thinking of value added steel products. 

We find that steel application in automotive sector is limited and specialized. Some companies are now catering to the needs of automotive and aviations sectors such as MIDHANI and SAIL for car bodies. In fact value added in these sectors is not much investment in specialized production. Even exports are not that profitable to small quantities involved. The category of steel produced by a firm would be determined by the industry it is catering to. As one moves up the steel value chain-from billets to non-corrugated galvanized steel, for example-every stage of steel production entails incremental value addition. If a firm supplies to the high-end automobile industry, it mould make high-value-added steel, as was  the case with Arcelor, which operated in the developed North American and European markets.  This does not mean steel companies should refrain from producing high-value-added products. This is especially true for domestic steel companies. Presently, most of them produce a large quantity of low-value steel, mostly to meet domestic demand. This needs to change. There is an urgent need to upgrade technology and shift to high-value products. This will augment margins, increase supply to the booming automobile and aviation sectors, which need premium steel, and ensure greater penetration of the developed markets in the form of higher exports. Here, a lesson or two may, of course, be learnt from China. Massive investments in steel projects, supported by a steady inflow of foreign capital, has increased production manifold-with a greater focus on value-added-products, which is used not just for the gigantic urban infrastructure  projects but also for exports.   

India’s crude steel production for Jan-June 2006 increases 

India recorded one of the largest increase in the world steel output in the first six months of the year at 16.7%, just behind China’s production growth of 18.3% from the first half of 2005. The country’s production of 20.86 million tonne (mt) of crude steel between January and June 2006 was, in absolute terms, lower than China’s aggregate steel production of 199.5 mt during the same period. However we cannot compete with China whose economic parameters and capacity increases is based on factors which are not applicable to India. In India for acquiring land and developing infrastructure, unless under patronage of political parties delay the work but same communists behave differently in China.  

What makes India, a preferred destination for steel business

If all the new announcements for steel projects materialize then the total capacity will be 175 million tonnes, that is 4.6 times of the present installed capacity. The  global steel majors who are in the race of investing in India are POSCO, Mittal Steel-12 mt plant each in Orissa, Russian steel major MMK 10m million plant in Orissa, and Anglo-Dutch steel maker Corus is also planning to set up plant in India.  To examine why there is a great rush of global steel majors to India, following are some of the pertinent points for consideration. 

· Domestic consumption is at 39 million tonnes and has been growing at the rate 7-8%.

· This growth rate will not be able to absorb the steel new plants will produce 

· To absorb the steel produced by the new plants domestic demand should grow @ 13% every year from now till 2020.

· Prospect of export is not very clear.

With this scenario, question arises whether all the new proposal for 
setting up steel plants in India are with a view looking into domestic 
demand for steel or for something else like iron ore attracting these 
investments.

· Industry insiders point out the rush for steel projects in recent months is linked to secure precious iron ore resources. 

· Almost 1.6 times iron ore required to produce 1 tonne of steel.

· India is preferred destination for setting up steel plant because of its rich iron ore deposits. 

· Input cost for producing steel is almost 60% in abroad as against 45% in India. Labour is also cheap here, almost 4% 5% against 25% in international steel producing countries. On an average the operating profit margins of Indian Steel companies is about 30%. It is much lower for international steel companies. 

Escalation of steel production cost 

The prospect of escalation of input cost is very high for those steel majors who have plan for brown field expansion and setting-up of green field projects, but have no mines to support their venture. Prices of iron ore in the open market have been firm and will continue to be so as demand grows. Price of a tonne of iron ore is about Rs. 3,100 in India, while the cost of mining a tonne of iron ore is just about Rs. 1,100 and lesser at around Rs. 300 for captive mines. With the global iron ore market controlled by a few mining companies including CVRD, Rio Tinto and BHP Billiton a reduction in price is not in the offing. These players determine the price of the ore in the open market. So there is no way one can escape them.  As the rush into iron ore mining in India gathers pace, a more realistic and market linked pricing will surely emerge displacing sweetheart deals between steel companies and governments. Until then, the lure of iron ore will continue to draw the big steel players to India. 

China Steel merges
We are reproducing a story from Financial Express (Delhi) dt: 21.07.2006 about China’s Steel industry merges a small units and phasing out small units by 2007.   China’s steel mills are in for a rocky second half in 2006 as fast expanding output is expected to push down prices and force mills to scramble to achieve economies of scale.  China produced 199.47 million tonne of crude steel in the first half of this year, implying that 2006 output would surpass 400 million tonne (mt), despite the government’s efforts to rein in the sector. June output was a  record 36.62 mt. China produced 349 mt of crude steel in 2005.

Beijing’s efforts to starve the smallest mills of credit and access to raw materials could backfire, analysts said, as the more nimble will try to expand or merge to claw their way past the restrictions. Meanwhile, large firms are likely to list assets the stock market to combine their production operations efficiently.  Such a fast expansion in the first half of the year was related to steel price movements, and reflects the fact that the entire economy was pretty hot”, said Liang Mingchao, analyst at Tianxiang Investment Consulting Co in Beijing. “If the economy tightens in the second half, that could hit steel demand but small mills still have room for profits, and they still have the support of their local governments.” China’s economy grew 11.3% in the second quarter.  China’s mid-sized firms have speeded up mergers and expansions to get past Beijing’s limits on supplying iron ore and lending money to the smallest mills. The National Development and Reform Commission says 55 mt of outdated capacity will close by 2007. It had to push back until 2010 its goal of closing 100mt.  
Induction Furnace Association denies charge

All India Induction Furnaces Association has denied charges of “under reporting of Indian Steel Production” appeared in some of the newspapers. According to the association, allegation of estimated five million tonnes of under reporting is incorrect. Association’s enquiry reveals that JPC gets information from 80 percent of the steel making units. The production shown against secondary steel producers by JPC can be considered as fairly accurate. Hence the evasion of duty underlying the allegation of under reporting is also considered in correct. The Association has also sent a letter to the Ministry of Steel denying the charges. 

Power Ministry to modify national electricity plan

The Power Ministry plans to modify the National Electricity Plan (NEP) in order to present realistic facts and figures pertaining to capacity addition, deletion of projects for want of fuel and development of national grid.  The Power Ministry has asked the Central Electricity Authority (CEA) to incorporate necessary changes based on the Power projects, which will be using coal and also hydro electric projects. All the projects based on Gas and included in the plans will be deleted as gas availability is doubtful. Such projects will have to use coal only. 
Chinese steel growth- its implication on global steel market

We are giving below opinion of the Chief Economist, ERU, JPC published in Financial Express, 17th July 2006 in his article on Chinese steel growth.  China’s unabated growth in steel production without considering growth in domestic consumption, which laggs behind, is a matter of concern for world steel market. Its exports have surged by 48% in the first half of the year while imports have declined significantly to 29%.  In absolute terms, imports stood at 9.4 million tonne and exports at 17.1 million tonne in the first six months. So much has been their production growth that their imports of iron ore shot up by 23% year on year.  The steel prices in China are far less than those in the rest of the world. The difference is as much as $110 per tonne. This differential is not fully explained by factors like quality and product specification variations. Last year most of new steel mills in China incurred financial losses. This year cost of production has also gone up due to 19% hike in iron ore prices. This mindless growth of Chinese steel production will not only affect the pricing of steel in the years to come, but it will also have impact on the steel capacity growth elsewhere. 

Mittal Plans 12mt plant in Orissa

Mittal steel is considering the construction of a 12 million tpy steel mill in Orissa. The cost of the project is expected to be $8.7 million, and would be built  in two stages of six million tonnes. Lakshmi Mittal is quoted as saying in press reports from Bhubaneswar in Orissa. He did not give a proposed timetable for construction of the mill, which will be fed by iron ore mines in Orissa, and said both Jharkhand and Orissa were still under consideration. A mittal spokesman said the company had received full co-operation from the State Government of Jharkhand, but there had been “unexpected delays” in the development of the Greenfield mining and steel making project. The company has not specified the nature of these delays. “As such, the company is exploring other potential opportunities and has engaged in talks with the Government of Orissa over developing a similar Greenfield project.  

ToD Tariff for retail consumers

The Central Electricity Regulatory Commission (CERC) is planning to introduce ‘time of the day’ (ToD) tariff for low tension domestic consumers in the next two years. Consumers will pay less during the off-peak hours, and more during the peak hours, after the introduction of ToD.  Although ToD tariff is applicable for high tension consumers in 16 states, it is not yet applicable at the retail level. To have ToD tariff imposed at the retail level, all domestic consumers will have to be given a new meter that will segregate the peak and non-peak consumed units. 

Uncertainty of SAIL’s retaining ownership of iron ore mines in Jharkhand

Last year world’s largest steel maker Mittal Steel announced to setup a 12 million tonne steel plant in Jharkhand and signed MoU with the Jharkhand Govt.. Jharkhand  has  differed leasing of iron ore mines to Mittal Steel. In the meanwhile, Mittal announced his plan to setup 10 million tonne plant in Orissa.  The Jharkhand government is now making plan to release the iron ore mines in the State from SAIL and given it to private players Mittal to attract his large investment in the State.  The Jharkhand Government served a show cause notice on SAIL, the country’ s largest steel maker, asking the company why its lease on three iron ore mine blocks in Chiria should be extended.  The lease on the three iron ore blocks is with Indian Iron & Steel Co., or IISCO, which was recently merged with SAIL. The lease term on the blocks is scheduled to expire in a couple of years. Since ownership of a mining lease cannot be transferred, the state government is adopting the provision to find ways of offering the lease to other private parties. Most steel majors, including the world’s largest Mittal Steel and India’s largest private steel company, Tata Steel, and Essar Steel, are keen on iron ore mines in Jharkhand. With about two billion tonnes of proven iron ore deposits, Chiria is Asia’s largest iron ore belt and has the world’s second largest deposits of highgrade iron ore after the Urals. 

P A R T  -  II
Duty drawback rates 2006-07

Govt. of India vide customs notification No. 81 (N.T. Series) dt: July 13, 2006 has specified the duty drawbacks on steel items as per items of Chapter 72. There are given in the table below.
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	4               5

Drawback when CENVAT facility  has not been availed
	6 7

Drawback when CENVAT facility has been availed

	Tariff Item


	Description of Goods
	Unit 


	Draw back Rate


	Drawback cap. Per unit in Rs.
	Drawback Rate


	Drawback cap per unit in Rs. 



	72
	I Primary Materials, products in granular or powder form
	
	
	
	
	

	7201
	Pig Iron and spiegeleisen in pigs, blocks or other primary forms
	MT
	2.5%
	480
	2.5%
	480

	7202
	Ferro Alloys
	MT
	2.3%
	700
	2.3%
	700

	7203
	Ferrous products obtained by direct reduction of iron ore and other spongy ferrous products, in lumps, pellets or similar forms; iron having minimum purity or similar forms
	MT
	2.8%
	340
	1.8%
	220

	7204
	Ferrous waste and scrap; re-melting scrap ingots of iron or steel
	
	NIL
	
	NIL
	

	7205
	Granules and powders, of pig iron, spiegeleisen, iron or steel
	MT
	2.2%
	380
	2.2%
	380

	
	II Iron and Non-alloy steel
	
	
	
	
	

	7206
	Iron and non-alloy steel in ingots or other primary forms (excluding iron of heading 7203)
	MT
	3%
	625
	3%
	625

	7207
	Semi-finished products of iron or non-alloy steel
	MT
	3%
	625
	3%
	625

	7208
	Flat-rolled products of iron or non-alloy steel, of a width of 600 mm or more, hot-rolled, not clad, plated or coated
	MT
	2.7%
	650
	2.7%
	650

	7209
	Flat-rolled products of iron or non-alloy steel, of a width of 600 mm or more, cold-rolled (cold-reduced), not clad, plated or coated
	MT
	2.8%
	780
	2.8%
	780

	7210
	Flat-rolled products of iron or non-alloy steel, of a width 600 mm or more, clad, plated or coated
	MT
	3.6%
	1000
	3.6%
	1000

	7211
	Flat-rolled products of iron or non-alloy steel, of a width of less than 600 mm, not clad, plated or coated
	MT
	2.7%
	750
	2.7%
	750

	7212
	Flat-rolled products of iron or non-alloy steel, of a width of less than 600 mm, clad, plated or coated
	MT
	3.7%
	1000
	3.7%
	1000

	7213
	Bars and rods, hot-rolled, in irregularly wound coils, of iron 
	MT
	2.9%
	675
	2.9%
	675

	7214
	Other bars and rods of iron or non-alloy steel, not further worked than forged, hot-rolled, hot-drawn or hot-extruded, but including those twisted after rolling
	MT
	2.7%
	675
	2.7%
	675

	7215
	Other bars and rods of iron or non-alloy steel
	MT
	2.8%
	675
	2.8%
	675

	7216
	Angles, shapes and sections of iron or non-alloy steel
	MT
	2.6%
	675
	2.6%
	675

	7217
	Wire of iron or non-alloy steel
	MT
	2.6%
	675
	2.6%
	675

	7218
	Stainless steel in ingots or other forms; semi-finished products of stainless steel
	
	
	
	
	

	7218.01
	Stainless steel in ingots or other primary forms; semi-finished products of stainless steel (having Ni more than 8%)
	MT
	3.5%
	3400
	3.5%
	3400

	7218.02
	Stainless steel in ingots or  other primary forms; semi-finished products of stainless steel (having Ni more than 4% but less than 8%)
	MT
	3.3%
	2000
	3.3%
	2000

	7218.03
	Stainless steel in ingots or other primary forms; semi-finished products of stainless steel (Chrome Stainless Steel)
	MT
	2.3%
	625
	2.3%
	625

	7219
	Flat-rolled products of stainless steel, of a width of 600 mm or more
	
	
	
	
	

	7219.01
	Flat-rolled products of stainless steel, of a width of 600 mm or more (Having Ni more than 8%)
	MT
	3.2%
	3550
	3.2%
	3550

	7219.02
	Flat-rolled products of stainless steel, of a width of 600 or more(having Ni more than 4% but less than 8%)
	MT
	3%
	2150
	3%
	2150

	7219.03
	Flat-rolled products of stainless steel, of a width of 600 mm or more (Chrome Stainless steel)
	MT
	2.6%
	725
	2.6%
	725

	7219.04
	Stainless steel blanks/circles (Chrome Stainless Steel)
	MT
	13%
	13000
	3%
	3000

	7220
	Flat-rolled products of stainless steel, of a width of less than 600 mm
	
	
	
	
	

	7220.01
	Flat-rolled products of stainless steel, of a width of less than 600 mm (having Ni more than 8%
	MT
	3.2%
	3550
	3.2%
	3550

	7220.02
	Flat-rolled products of stainless steel, of a width of less than 600 mm (having Ni more than 4% but less than 8%)
	MT
	3%
	215
	3%
	2150

	7220.03
	Flat-rolled products of stainless steel, of a width of less than 600mm(Chrome Stainless steel) 
	MT
	2.6%
	725
	2.6%
	725

	7221
	Bars and rods, hot-rolled, in irregularly wound coils, of stainless steel
	
	
	
	
	

	7221.01
	Bars and rods, hot-rolled, in irregularly wound coils, of stainless steel (Having Ni more than 8%)
	MT
	3.3%
	3450
	3.3%
	3450

	7221.02
	Bards and rods, hot-rolled, in irregularly wound coils, of stainless steel ( having Ni more than 4% but less than 8%)
	MT
	3.1%
	2050
	3.1%
	2050

	7221.03
	Bars and rods, hot-rolled, in irregularly wound coils, of stainless steel (Chrome Stainless Steel)
	MT
	2.4%
	700
	2.4%
	700

	7222
	Other bars and rods of stainless steel ; angles, shapes, shapes and sections of stainless steel
	
	
	
	
	

	7222.01
	Other bars and rods of stainless steel; angles, shapes and sections of stainless steel (Having Ni more than 8%)
	MT
	3.3%
	3450
	3.3%
	3450

	7222.02
	Other bars and rods of stainless steel; angles, shapes and sections of stainless steel (Having Ni more than 4% but less than 8%)  
	MT
	3.1%
	2050
	3.1%
	2050

	7222.03
	Other bars and rods of stainless steel; angles, shapes and sections of stainless steel (Chrome Stainless Steel)
	MT
	2.3%
	725
	2.3%
	725

	7223
	Wire of stainless steel
	
	
	
	
	

	7223.01
	Wire of stainless steel (Having Ni more than 8%)
	MT
	3.1%
	3450
	3.1%
	3450

	7223.02
	Wire of stainless steel (having Ni more than 4% but less than 8%)
	MT
	2.9%
	2050
	2.9%
	2050

	7223.03
	Wire of stainless steel (Chrome Stainless Steel)
	MT
	2.1%
	725
	2.1%
	725

	
	IV Other alloy steel; hollow drill bars and rods, of alloy or non-alloy steel
	
	
	
	
	

	7224
	Other alloy steel in ingots or other primary forms; semi-finished products of other alloy steel
	MT
	2.7%
	1050
	2.7%
	1050

	7225
	Flat-rolled products of other alloy steel, of a width of 600 mm or more
	MT
	2.5%
	1050
	2.5%
	1050

	7226
	Flat-rolled products of other alloy steel, of a width  of less than 600 mm
	MT
	2.5%
	1050
	2.5%
	1050

	7227
	Bars and rods, hot-rolled, in irregularly wound coils, of other alloy steel
	MT
	2.6%
	1050
	2.6%
	1050
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