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EDITORIAL

Merger of Companies:  In this age of globalization, many Indian Steel companies are acquiring steel producing companies in other countries.  Mittals are pioneers in this regard.  Tata Steel is also taking over companies in Thailand & Bangladesh.  Many companies are investing money in acquiring Iron Ore & Coal mines abroad.  At the same time, merger of companies is taking place in India also.  SAIL Chairman has mooted merger and consolidation of Public Sector steel units and creation of an Indian Steel making giant to face emerging competition from global steel majors like Mittal Steel, Posco and Arcelor.

Stainless Steel Production:  It is learnt that there is decline in the production of Stainless Steel in the world.  The world production of Stainless Steel in the third quarter of 2005 fell 8.2% to 5.4 million ton compared to 5.9 million ton in the same period a year ago.  The growth in Stainless Steel production in world was mainly by China & India.  It is felt that in India, the capacity and production may increase marginally in 2006.  It is proposed to make an investment of Rs. 1200 crore in Salem Steel Plant.  

Prices:  The prices of Steel products during the last 10 days have been stationery.  They are still low and do not cover cost of production due to increase in Power tariffs by all the states.  Electric Steel making is becoming uneconomical.  It may be possible that situation may change in the next financial year.  World Steel Dynamics feel that world situation may undergo a change in near future.

MEETING ATTENDED BY AIIFA REPRESENTATIVES

Seminar on Quality consciousness on  
22nd Dec. 2005, at New Delhi 

The Seminar was organized by Institute of Trade and Industrial Development, Delhi. It was inaugurated by Shri S. Vaghela, Hon’ble Minister of Textiles, Government of India.  Mr. Vaghela is his inaugural addressed emphasized that if we have to compete in world market quality of our products must be ensured. Greater emphasis be given in this regard. While maintaining the progress made by China, he stated that there are no workers strikes. Once a decision is taken by Government of China it is implemented without any delay. In India it is not possible due to political reasons. However, India is making progress in consumer goods production and export. We are exporting ready made cloths. Our quality is also good. 

FICCI meeting on W.T.O addressed by Mr. Kamal Nath, Hon’ble Minister of Commerce 23.12.2005. 

India has managed a reasonable amount of success in the World Trade Organization(WTO) ministerial meet not only for itself but also towards taking the multilateral system forward. Speaking at an interaction organized by FICCI on the achievements at the Hong Kong ministerial, Mr. Nath sad that the coming together of the groupings of developing countries has managed to ensure that the concerns of the developing world got a push at the meet.  India was not only able to protect its interests but also forwarded the cause of other developing and least developed countries in Hong Kong, Mr. Nath said.   The commerce minister added that the contours laid down at the ministerial will fully take care of India’s concerns in agriculture and industrial goods. He pointed out the provisions on special products and special safeguard mechanism (SSM) in agriculture would ensure that India’s agriculture is not adversely affected. We can secure our agriculture products not only against sharp increase in imports but also against unnatural fall in international prices, he said. 

In the industrial negotiations, India had made it clear that it wanted tariff peaks and escalations in developed countries to be addressed first. Mr. Nath said that although tariffs in India were coming down to Asean levels, it had ensured that sensitive products like automobiles and the ones produced by the small-scale sector could be insulated against formula cuts in tariff.   The minister said that India was trying to make the developed countries understand that the global economy cannot be healthy if the economics of developing countries are not healthy. The reasonable success at Hong Kong had made it clear that India can play a constructive role in establishing equity. The inequities in global trade cannot be perpetuated further,” he said.   

GLEANINGS FROM THE PRESS

Mega capacity for steel 

We have noted from the Steel Policy and also from reports printed in newspapers that two foreign countries and 3 domestic steel sector companies signed MoU with Government. Mr. Paswan, Steel Minister  told reporters on Monday 26th Dec. 2005 that a sum f Rs. 2,71,000 crores are lined up in the sector through 102 MoUs signed by different state governments to add 103 million ton steel capacity. Out of the total investment committed about Rs. 80,000 crore would be foreign direct investment and the National Steel Policy recently announced the domestic production will reach a level of 110 million ton by 2019-20. He told the reporters and one-third of the total capacity would come from the public sector and the rest would come from the private sector. 

Infrastructure slows down to 3% 

In view of the International position as well as  national conditions there is a slowing down of steel consumption. The infrastructure growth is only 3% in Nov. 2005 compared to 5.7% in the same month last year. Only one sector, Petroleum refining, managed to post a slightly over efforts have to made for investment in infrastructure which will improve the demand in steel domestic sector. 

Draft Energy Policy

The Government has decided to fine tune the draft report on Integrated Energy Policy, prepared by the expert Committee of Planning Commission under the Chairmanship of  Dr. Kirit S Parikh. The Daft Energy Policy is focused on to pursue all available fuel options and forms of energy both conventional as well as non conventional and also the new emerging technologies and sources. The Draft Policy has also emphasized on the requirements of a market friendly environment and had suggested incentives to ensure energy security. Recommendations include, promoting coal imports, accelerating power sector reforms, rationalizing fuel prices, encouraging renewable energy and promoting energy security promoting efficient fuel choice through entitlements for the poor. 

Stainless steel production in India 

The Stainless steel production in India started in sixties. However by using refining facilities like AOD and VODC along with Electric Arc Furnace, the stainless steel production improved and in late seventies it was around 66000 ton. The stainless steel sheets, wires and rods were imported to meet the requirement of kitchen utilities and industrial items the production in eighties increased considerably.  Some Induction Furnaces started making stainless steel by using AOD and continuous casting machines for making Stainless Steel rods etc. There are nearly 20 Induction Furnace units mostly in Delhi & Ahmedabad who do not use AOD and by using fluxes and controlled atmosphere, they are making stainless steel from scraps, Present annual production of stainless steel is nearly 1.4 million ton in India. Due to high price of Nickel nearly 80% of stainless steel produced in India is from Nickel and is of 200 series. The pattern of stainless steel consumption in India as compared to western world is given below. 

Sector 



   Western World 


India
Catering Equipment


36.50%


75.00%

Construction 



11.60%


0.50%

Process Industries


19.40%


11.00%

Welded & Seamless Tubes

11.80%


4.00%

Others




5.80%


9.10%

Downturn in domestic steel prices likely to continue next year 

The current downturn in the  domestic steel prices is expected to spill over to next year on the back of increased production in China and subdued global demand. A report by the Steel Ministry says the prospect of an early recovery in prices are ‘remote’ with further fall during the first quarter of 2006.  The monthly performance report of the Steel Ministry goes on to add that prices of flat products (hot rolled coils and cold rolled coils) continued their declining trend reducing by 1-4% in the month of November. The trend, the report said, is “likely to result in fall in steel prices during January-March period of 2006, largely because the Chinese industry continues to increase production”.  However, the report has predicated that prices of long products (largely used by the construction sector) is likely to remain stable.  The domestic steel prices have moved with wide fluctuation during the entire 2005 period. After maintaining a northward movement in fast five months of current year, the prices fell by over 18% in three consecutive months of June, July and August. However those rebound in September with steel companies increasing prices between Rs. 500-1000 per ton.

Going by the government report, industry experts also feel that China angle had an important role to play in current phase of depressed pricing. While global steel prices are still hovering over $450 per ton (about $400 per ton in India), in China they are around $300-350 per ton.  China is likely to close the year 2005 with a total steel production of over 330 million ton. With a stable demand in the country, it is expected that China would become a steel exporter from being the largest importer today. This may result in oversupply in global market further lowering steel prices.

Call for cut in Excise Duty 

We are reproducing the recommendation of PHDCCI in regard to reduction of ED on Iron & Steel for 16% to 18%. This has been done as a result of AIIFA’s representation to PHDCCI. Perhaps, Ministry of Steel has also made identical recommendation to Ministry of Finance. The PHD Chamber of Commerce and Industry has asked the government to reduce the excise duty on Iron & Steel to 8% from the present 16%. The reduction would help the industry to be globally competitive, says the chamber. The excise was reduced in February last year to 8% but was again increased to 16% in March this year. The chamber says that the prices of steel had firmed up significantly in 2004-05 and the price fluctuation had hurt the economy of main and secondary producers of steel. 

POSCO steel plant in Orissa

The South Korean steel manufacture POSCO will setup the plant in Orissa along with product mix in 3 phases as has been given by us earlier. The total capacity will be 12 million ton per annum in next ten years. The first phase will be completed by Dec. 10, 2010 with an approximate investment of Rs. 16,650 crore. It will be 4 million tones per annum plant. In the product mix it will make 1.5 million ton as slab and the next 2.5 million ton will be hot rolled steel products, i.e. value added products. There will be Six month delay considering the MoU signed in June 2005 due to increase in the total capacity from 3 million ton to 4 million ton now.  POSCO-India’s steel plant project is the largest foreign direct investment in India. The total investment proposed is to the tune of Rs. 51,000 crore.

POSCO, the world’s fifth-largest steel maker, said it had revised up the first stage of a big steel project in India, boosting capacity at a cost of $3.7 billion.  POSCO has been looking for opportunities to bolster its overseas business, particularly in China and India, as its domestic market becomes saturated, Reuters adds. 

Power sector performance- CII views

The present progress in the power sector is not to the liking of CII. It is not satisfactory comparing to sectors like Telecom and IT. CII has however welcomed setting up of the Energy Coordination Committee under the Prime Minster to enhance coordination between different energy-related- Ministries.  The constitution of the Energy Coordination Committee (ECC) headed by the Prime Minister and Energy Implementation Committee (EIC) headed by Cabinet Secretary has been a remarkable achievement, CII said in a release. Setting up of ECC and EIC would help and enable the energy sector to work in cohesion and resolve issues amicably and within noticeable timeframes, it added. Almost 2,000 MW power capacity in the country involving investments of Rs. 8,000 crore is at cross-roads due to unavailability of gas, it said. 

Draft Integrated Energy Policy is a mixed bag 

The Association has already informed members about the Draft Integrated Energy Policy which has been now finalized by the Ministry of Power. The Editorial appearing in Financial Express dated 19th December 2005 is the reproduced for information of all members. The Draft Integrated Energy Policy’s call for rationalization of fuel, taxes and introduction of trade parity pricing makes eminent sense. A good tax regime is one that is non-distorting when it comes to investment and consumption decisions. In a globalizing environment where tariff rates are coming down progressively, it also makes sense to ensure that all primary energy sources are priced at trade parity prices at the point of sale. In the context of the energy sector, the economic logic is that taxes should not discriminate between different fuels or between domestically-produced and imported fuels. The only exception to this rule could be in case of clean fuels that need to be encouraged with a more  benign tax regime. In practice, such a non-discriminatory taxation system, however, doesn’t exist today. Not only are there different tax rates for different fuels, the differential rate of tariff protection accorded to crude and Petroleum products has created a huge anomaly in the petroleum sector. State taxes compound the problem further.

In the case of the coal sector, price controls on the dominant player, CIL, ensures that over 55% of power generated in the country, enjoys subsidized fuel. There is a strong case for decontrolling production and marketing of coal. Rather than consciously encouraging coal imports, as the policy paper suggests, or giving blocks currently under Coal India to other entities, a better solution would be open up the coal sector fully to private investment. The proposal that imported coal must be preferred to imported gas is unwarranted. Making a choice between the future global prices of the two fuels is best left  to investors, not the government.  The prescription for a cess on corporates to provide low-cost funds for research to the industry is not a great idea. On the regulatory front, the draft policy merely talks of an  Integrated Energy Regulator but does not spell out any roadmap for its implementation. Nor does it analyze regulatory experience in sectors like power and telecom. All in all, the policy offers a bounty of lofty wisdom, but little towards realizing it. 

Export of Chrome Ore 

Government being concerned over the depleting reserve of Chrome ore, despite the resistance from mineral industry is planning to put complete restriction on Export of Ore. Though India consume 2 Million ton of Chrome Ore annually against the production of 3MT, still then  for future reserve government may put ban to export the surplus of 1Million ton. In a note submitted to the Steel Ministry earlier, the Federation of Indian Mineral Industry (FIMI) had said that domestic chrome prices were cross subsidized through higher realization from exports. This benefit would be gone once exports are banned, resulting sharp escalation of domestic Chrome Ore price. 

New Power Tariff Policy 

Power Tariff Policy recently approved by the Government stipulates the extent of cross subsidy surcharge and sets up 5 year period to state owned companies for developing power projects based on competitive bidding and to near eliminating the migration cost with terms for migration to alternate power suppliers. Across the country, the average industrial tariff is in the region of around Rs. 3.50-4 per unit, while the cost of supply is roughly around Rs.2.50-3 per unit. Since the policy states that the migration cost must reduce by 80% over a five year period, this surcharge will pare to less than 20 paise per unit in 2010. The tariff policy seeks to ease off on reform pedal by stating that for new projects in the next five years, PSUs will continue to charge regulator-approved tariffs that are cost-based. This is at present close to 40-50 paise per unit lower than comparative private sector quotes.  

NEW MEMBERS

We are reproducing below the names and addresses of new members who have joined AIIFA recently. The Association is grateful to these companies for their becoming members of the Association.

(i)
Name and Address

:
J.G. SPONGE & POWER (P) LTD.

for Correspondence


Y-13/2, 1st Floor, Loha Mandi







Naraina, Delhi – 110 028







Tel: 25893175/25893177







Fax: 011-25893360

Membership No.


:
591

Name of Chief Executive
:
Mr. Karun Juneja, Director







Cell No. 98110 06586/93136 33799

Products made


:
Sponge Iron, Steel & Power

(ii)
Name and Address

:
SCOTTS METALS & MINES

for Correspondence


# 481-B, IV Phase, Peenya Indl. Area







Bangalore – 560 058







Tel: 080-8361451/8360181







Fax: 080-8362452







E-mail: nushatnaseer2003@yahoo.com
Membership No.


:
592

Name of Chief Executive
:
Mr. Naseer Ahmed

Products made


:
New Mini-Integrated Steel Plant 







(under production)

(iii)
Name and Address

:
NICKUNJ EXIMP ENTERPRISES PVT. LTD.

for Correspondence


Sri Jorawar Bhavan







93, Maharshi Karve Road, Marine Lines







MUMBAI – 400 020







Tel: 022-2219 0300







Fax: 022-2206 0415







E-mail: info@nickunjgroup.com







  pravin@nikunjgroup.com
Membership No.


:
AF- 48

Name of Chief Executive
:
Mr. Pravin Y. Manchalwar

Products made


:
Suppliers of Refractories

(iv)
Name and Address

:
KALIND STAINLESS STEEL PROD. P. LTD.

for Correspondence


152, Phase – 1, G.I.D.C.

Kathwada, Taluka – Daskroi

Dist. Ahmedabad (Gujarat) – 382 430







Tel:  079-2290 2943/93270 63352











Membership No.


:
593

Name of Chief Executive
:
Mr. Anil P. Shahanand

Products made


:
Stainless Steel Products

(v)
Name and Address

:
JAI SAI UDYOG

for Correspondence


Plot No. 66, Khadoli Indl. Estate








Khadoli, SILVASSA – 396 230

Tel: 0260-2699166/2699168

Membership No.


:
594

Name of Chief Executive
:
Mr. A.K. Shrivastava






Products made


:
M.S. Ingots

(vi)
Name and Address

:
KACHCHH STEELS PVT. LTD.

for Correspondence


Village: Gunau, P.O. Motiber

Dist. Kachchh

Gujarat – 370 665

Tel: 02831-274102/274122

Fax: 02831-274259

Email: kachchhsteel@rediffmail.com
Membership No.


:
595

Name of Chief Executive
:
S/s H.J.S. Bhavra/R.N. Mathur

Products made


:
T.M.T. Bars

SALE/PURCHASE OF EQUPTS/MACHINERIES

M/s Bhawani Moulders (P) Ltd., Raipur (Chhattisgarh) is interested in disposing one of their Induction Melting Furnaces as under:




Interested Parties may kindly contact the following persons:


1. Mr. Vijay Kumar Agrawal
: Mobile No. 093002 51375


2. Mr. Sunil Agrawal

: Mobile No. 093002 52375
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EXPORT OF STEEL TO PAKISTAN

The Association has learnt from a report that the Government of Pakistan has issued a notification allowing import of mild steel bars and rods from India.  In this connection, AIIFA had wrote a letter to Secretary (Steel) seeking clarification about the Government of India direction in the matter.  Now we have received a letter from the Ministry of Steel clarifying the matter which is reproduced below for information of all members:

3(12)/2003-D II

Dated 29th December 2005


Shri R.P. Varshney,

Executive Director, All India Induction Furnaces Assn.,New Delhi


Sub:- 
Export of steel to Pakistan.

Sir,

This has reference to your communication regarding the captioned subject. 
We referred the matter to Department of Commerce and the following
clarification has been obtained from them:


The Government of Pakistan has included Mild Steel for Structurals in
their Positive List of importable items from India.  This item can now be
exported to Pakistan as per the provisions in our Foreign Trade Policy. 
Regarding Sending relief materials to Pakistan for earthquake victims,
which is not normal trade, such requests have to be first referred to
Ministry of External Affairs (MEA) (Shri Fateh Singh, Attache, Pakistan
Division, Tel. No. 2301 4559/ 2301 3980).  MEA would consider such
requests and convey No Objection from Political angle to Department of
Commerce.  Department of Commerce (Shri S. Sasikumar, Under Secretary,
Tel. No. 23062618) would in turn convey commercial clearance to the
concerned, including the concerned Land Customs Station.


This is for favour of your kind information.


Yours faithfully,

(Dhruva Chakravarty)

Desk Officer – Ministry of Steel, Govt. of India

Tel: 2306 2395

Amendment in the Positive List of items importable from India

We have received a communication from the Pakistan High Commission informing us that the Ministry of Commerce, Government of Pakistan has included ‘corrugated galvanized iron sheets’ in the list of items allowed to be imported from India for a India for a period of one month, from 14th Dec. 2005 to 13th Jan. 2006, for exclusive use in rehabilitation of earthquake victims. Import of this item has been allowed via land route also.  This is for kind information. 

GLOBAL STEEL 2006

Members are hereby informed that M/s Steel RX Corporation, New Delhi is organizing a Global Steel Seminar 2006 at Park Hyatt Goa Resort & Spa, Goa from 6th – 8th April 2006.  

Global Steel 2006 will be different from conventional seminar-cum-expositions on steel that focus on the nitty-gritty’s of steel making and will seek to take the larger view – what will a hundred million ton of steel mean to the Nation?  What will be the logistics involved? What will be the human side of the story?  How will the bourses react? What will be the defense needs of a developed Nation?  Pertinent thoughts floated by a distinguished panel of experts would be discussed theredbare by the panel and the delegates in interactive sessions.

The charges for this Global Steel 2006 meet per head will be Rs. 35,000/- and the concessional charges applicable to AIIFA members is Rs. 30,000/- per person.  The charges for Spouses are complimentary.  Those who are interested may kindly contact Shri D. Chandra, Mobile No. 9831005646, Tel: 033-22891471/1472, Email: globalsteel2006@steelrx.com, Fax No. 033-2289 1470 or Steel RX Corporation (P) Ltd., A-85, 1st Floor, East of Kailash, New Delhi – 110 065, Tel: 011-2632 5591/5592, Fax No. 011-2632 5590.

Membership drive Campaign 

The Association has launched a membership drive campaign. Recently from13th - 20th Dec. 2005 the General Manager of AIIFA Mr. L.N. Goswami visited Ahmedabad, Bhavnagar and Slivassa. Over 30 Induction Melting Furnace units were contacted in these places.

Though only three units have been enrolled as members on the spot, but it is hoped that consequent to the visit good number of these units will take up the membership in near future. Such visits promote an effective liaison with the Induction Melting Furnace units and generate an awareness about the AIIFA and its activities and usefulness.  In view of depressing steel market, the response was not encouraging. However, they also realized the importance  in the Association. 

All units were requested to make use of the services of AIIFA to the full extent for their benefit and to keep informed the Association about the news and events related to the industry from their region for featuring in the Induction Furnace News letter.
Issue No. 21   Vol. III    “Fortnightly”      Date : 16-12-2005 to 31-12-2005
    Rs. 10/-

INDUCTION MELTING FURNACE DOUBLE CONVERTOR OF 4.5 MT CAPACITY 2000 KW WITH 2500 KVA 33 KV TRANSFORMER, WATER PUMPS, HEAT EXCHANGER DM WATER CIRCUITS & OTHER ACCESSORIES COMPLETE IN ALL RESPECT AND IN RUNNING CONDITION.  THE FURNACE IS CURRENTLY IN PRODUCTION & A RUNNING TRIAL AND INSPECTION CAN BE ARRANGED WITH PRIOR APPOINTMENT.
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