No. BAI/DC/04/2008/51






3rd July 2008

Ms Preeti Madan

Economic Adviser, Government of India,

Ministry of Commerce & Industry,

Room No. 238, 2nd Floor,

Udyog Bhavan, Maulana Azad Road,

New Delhi-110011.

Sub. :
Problems being faced by the Construction Industry - Anomaly in publication of WPI of Steel Bars & Rods vis-à-vis prevailing market prices of Steel–reg. 

Madam,

1.
This is in continuation to our various letters on the subject matter.

2.
We regret to point out that despite continuing rise in the steel prices, the WPI of Steel Bars & Rods remains stagnant at 330.1 since the week ended 08.03.2008. This situation is not understandable. From our reckoning the current WPI of    Steel Bars & Rods should be over 400.

3.
The non-upward movement of WPI of Steel Bars & Rods is depriving our members to get rightful reimbursement of the increased steel cost as per the price adjustment clauses of their committed contracts/ rates, which are linked to this index.

4.
The fact of continuously rising steel prices is now known to all.  In support of this we are enclosing herewith photocopies of a few recent press cuttings for your kind information and reference.

5.
Despite steeply increasing prices of steel why there is no movement of the WPI of Steel Bars & Rods?  This question is baffling everyone.  More so, when one sees the WPI of other steel related indices such as ‘MS Bars & Rods’ & ‘Other Iron Steel’ which are being regularly updated by the OEA. Please, therefore, look into this seriously and get the necessary updation / correction of WPI of Steel Bars & Rods done at the earliest, so that this faithfully reflects the reality of the existing TMT steel prices in the market.

With warm regards,

Yours truly,

H.S. Pasricha

Chairman  - Delhi Centre

Builder’s Association of India

No. BAI/DC/04/2008/52






3rd  July 2008

The Secretary to the Government of India,

Ministry of Steel,

Udyog Bhawan, Maulana Azad Road,

New Delhi-110011

Sub. :
Control of Steel Products Prices.

Dear Sir,

1.
This has reference to the News item published in the Business Standard dated 03.07.2008 captioned “Ministry Summons Steel Producers to discuss prices”.  

2.
The Builders Association of India (BAI), which is the apex body of the Construction Contractors / Builders, and who are the major consumers of TMT Bars & other long and flat steel products, highly appreciates this initiative of the Ministry of Steel. There is an urgent and strong need for controlling the Steel prices in the Country as these are exerting inflationary pressures on the Economy which is causing severe hardships for every one including the ‘Aam Admi’.  

3.
Our country in the present circumstances is not ready to absorb the high steel prices fixed on the “import parity basis”.  We fully trust that the Steel Ministry will use all the measures available to it and its full powers, to prevail upon the Steel Producers both Primary as well as Secondary, to bring about stability in Steel prices of TMT Bars & other long and flat steel products and to maintain these prices at reasonable / justified level in the coming months, in the larger interest of the Economic growth of our Country including the Construction Industry and lacs of steel based micro, small and medium enterprises. We therefore, look forward to a consumer friendly outcome of this meeting.

4.
Sir, as the largest consumer of TMT bars and other long and flat steel products, we, the BAI, Builders’ Association of India, submit for your kind information the following:-

The Primary Producers of Steel namely SAIL, RINL, TISCO etc. who had promised to the Hon’able Prime Minister in May 2008 to hold steel prices from rising for three months ending July 2008, have more or less kept their promise so far.  However, their supplies of Steel products notably the TMT bars used in Construction Sector, have been very restrictive. Also, small consumers are not being supplied steel directly by the Main Producers and such consumers are directed to go to their respective dealers for meeting

their requirement of steel. These dealers on their part have been found to sell steel at much higher rates than recommended by the respective Main Producers, taking advantage of the demand supply mismatch at the cost of helpless consumers. The Primary Steel Producers therefore, should be asked to prevent this and they should be made to take responsibility for the conduct and actions of their respective dealers.  

      b)
Similarly taking advantage of the demand supply mismatch in the domestic market, the Secondary Producers of Steel, who among them control nearly 70% of the long steel products, in the country, have been increasing prices of TMT bars throughout the past three months without any check.  The Secondary Steel Producers are now selling TMT bars at around Rs. 48,000/- per MT which is higher by over Rs. 8,000/- than their prices prevailing in April 2008. Their present steel prices are higher by about Rs. 4000/- over the Main Producers prices.  This daring act of Secondary Steel Producers’ is probably happening for the first time. This increase in the rates may be justified to some extent because of the rising input costs but most of it is due to unjustifiable reasons like excessive greed for making huge profits through exploitation of the prevailing supply side constraints.  Normally the price of TMT bars being sold by the Secondary Producers has always been less by Rs. 3000/- to Rs. 4000/- per tonne as compared with prices of Primary Steel Producers.    

       c)
The present day turmoil in the Local Steel Sector has been created by the Secondary Steel Producers who are acting through a suspected cartel for un-justifiably increasing their rates of TMT bars by exploiting the prevailing market conditions. Such a suspected cartel is predominantly dominated by a group of Secondary Producers located near Delhi. There is an immediate need to curb this cartelization by the Secondary Producers who are jacking up the price of TMT bars to unjustifiable higher level. 

d) The widespread speculative trade in Steel Products and the raw materials like Spong Iron & 


 Ingots etc. is also required to be looked into and controlled.

5.
We trust the above points shall be given due consideration by the Ministry during the discussions with the Steel Producers.

With regards,

Yours truly,

H.S. Pasricha

Chairman  - Delhi Centre

Builders’ Association of India

Copy to : i)  Shri U.P. Singh, Joint Secretary, Govt. of India, Ministry of Steel, Udyog 

        Bhawan, Mulana  Azad Road, New Delhi-110011

   ii) Shri G. Elias, Joint Secretary & Director of Grievances, Ministry of Steel, Room                 

       No. 289, Udyog Bhawan, Mulana Azad Road, New Delhi-110011
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Dated : 20th June 2008

The Members Secretary (SPMC)

& Chief Economic (Incharge),

Economic Research Unit,

Joint Plant Committee,

New Delhi -110016

Sub.: 
Agenda Points to be discussed in the meeting of Steel Price Monitoring Committee, to be held on Friday, the 20th June 2008 at 2.30 P.M. in the Steel Room, Udyog Bhawan, New Delhi

1.
Government of India has undertaken various initiatives to check the rising price of steel as well as the inflation.  As a result of these efforts the Steel Manufacturers’ made a commitment before the PM & Hon’ble Minister of Steel in first week of May 2008 to roll back the price by Rs. 4000 a tonne on flat products and Rs. 2000 a tonne on long products and also to hold these reduced prices for atleast 3 months i.e. upto July 2008.  The Primary Steel Producers’ have more are less kept this promise so far.  However, on the other hand, the Secondary Producers’ have been increasing price of TMT bars unabated during this period. Normally the price of TMT bars being sold by the Secondary Producers’ has always been less by Rs. 3000 to 4000 per tonne as compared with the prices of Primary Steel Producers’.  But they are presently selling TMT bars at prices higher than the Main Producers’ prices.  The Secondary Producers have increased their prices by over Rs. 6000 per tonne during the period from 20.05.2008 to 19.06.2008, as can been seen from the attached statement.

2.
Our Steel Manufacturers, always try to exploit the international trends versus the domestic scenario for jacking up the price of steel and they try to raise the prices of their products equivalent / near about to the international prices. Whereas the production cost of steel in India is much lower as compared to that of many other countries. Main and Secondary Producers’ of steel may be asked to have transparency in pricing of their products and they should provide price/ cost break-up data of TMT bars to the Price Monitoring Committee so that reasonability of the same is established, considering the prevailing input costs and the tax structure.  This will serve dual purpose of controlling the inflation and preventing the steel producers from making undue profits and thus also safeguarding the interest of consumers.

Contd…….

3.
The Main and Secondary Producers of steel should supply their prices of TMT bars regularly to the consumers on monthly basis as well as to the Price Monitoring Committee on regular basis, so that strict vigil is kept by the Price Monitoring Committee to remove present instability in steel market being created by frequent increases in price of steel by steel manufacturers’.  

 4.
All the Main Producers of steel are committing supply agreement / schedule only to those Construction Companies / firms who are executing the work of DMRC/ 
Commonwealth Games -2010 / Airports etc. and due to this other Construction Companies are finding it extremely difficult to procure the steel for their projects, which a matter of great concern.  Their projects are getting badly affected / running behind schedule for want of steel.  Also the small consumers are not being supplied steel directly by the Main Producers and such consumers are directed to go to their dealers for meeting their requirements of steel. These dealers have been found to charge inflated prices to make unjustified profits. This needs to be looked into. 

With Regards,

Yours faithfully,

H.S. Pasricha

Chairman, 

Builders’ Association of India, 

Delhi Centre

No. BAI/DC/04/2008/47







19th June 2008
The Secretary

Department of Industrial Policy & Promotion,

Ministry of Commerce & Industry,

Udyog Bhawan, New Delhi

Sub: Problems being faced by the Construction Industry.

Dear Sir,

1.
This is with reference to the meeting chaired by your goodself in Room No. 152, Udyog 


Bhawan, New Delhi on 17.5.2008, which was convened by your office to discuss problems


being faced by the Construction Industry.

2.
We, as representatives of the Builders' Association of India (BAI), during the discussions, 


highlighted the various problems being faced by the Construction Industry, which inter alia 


include the following :-

(a) Un-precedented steep hike of over 30% in the price of TMT bars over a short span of 3 month starting from December 2007 on ward-Contractors have suffered huge losses on account of increased steel cost which is also resulting in time overruns of their projects.

(b) Non-availability of steel in required quantities due to demand supply mismatch because of the ongoing construction boom in the Country- The Steel Manufacturers’ are exploiting the market by raising rates to en-cash the rise in demand.

(c) Scarcity and increase in price of Cement – Here again the Cement Manufacturers’ through cartelization are exploiting the market by raising rates frequently due to demand supply mismatch. This is eating away the margins of the contractors, executing the Government contracts, through committed rates. In the recent past, there have been two judgements from the MRTP Commission about the cartelization by the cement manufacturers’, but no serious action against the manufacturers’ has been taken by the Government and they are continuing to exploit the situation and are increasing the prices of Cement, now & then. 

(d) Mismatch between WPI of Bars & Rods and the prevailing market price of steel – There is a long time lag in updating the price indices of Steel (Bars & Rods), used in the construction industry and thus these are not moving as per the actual market rates of steel. This is depriving the Construction Agencies to get their rightful reimbursement of the increased steel cost as per the price variation Clause, of their contracts, which is linked to WPI of Steel (Bars & Rods). The extent of mismatch between WPI of bars & rods vis a vis the prevailing steel prices on the corresponding dates can be gauzed from the attached statement for period spanning over three years.

(e) The absence of a Steel Regulatory Authority to monitor the movement in Steel price and to prevent cartelization by Steel Companies, both the Main & Secondary producers – The price monitoring committee of the Ministry of Steel is not having effective watch on the market. Steel manufacturers’ are exploiting the market by raising rates without justifiable reasons in the name of free market economy and are thus causing hardships for the construction industry & the common man.

(f) Absence of a well designed escalation formula in the Contract documents of Construction Projects of different type of works. The existing clauses of the contract documents of different types of works are not sufficient to accommodate the large variation in prices of Construction materials. There is thus an urgent need for a well designed escalation formula to tide over the difficulties now being faced regarding reimbursement of the increased cost incurred due to unprecedented hike in prices of Cement, Steel, Bitumen and other key construction materials. 

3.
We trust and hope that the above mentioned details / information regarding the 
problems 
being 
faced by the Construction Companies will be under the 
active consideration of

the Department of Industrial Policy & Promotion (DIPP) for formulating polices / remedial measures to ensure healthy 
growth of the Construction Industry on a sustainable basis, for helping it to play its rightful role in the Economic Growth of the Country by executing / developing big infrastructure 
projects and to provide opportunities for employment to a large section of our countrymen.

4.  
Sir, while we wait for the above to happen soon, one immediate relief which can be provided to the Construction Industry is related to the Office of the Economic Adviser (OEA) under the control of your goodself. And this is, to revise WPI of Steel (Bars & Rods) for the past periods on the basis of prices of various commodities forming part of this group, as prevailing during the respective periods. We are already pursuing this matter with OEA for the last three years and BAI shall feel grateful to your goodself if the needful is got done on an urgent basis. A copy of our latest letter to OEA dated 18.6.2008 is enclosed for your kind reference please. 


With warm regards,


Yours truly, 


(H.S.PASRICHA)


Chairman


Builders' Association of India, Delhi Centre

No. BAI/DC/04/2008/47







19th June 2008

The Secretary

Department of Industrial Policy & Promotion,

Ministry of Commerce & Industry,

Udyog Bhawan, New Delhi

Sub: Problems being faced by the Construction Industry.

Dear Sir,

1.
This is with reference to the meeting chaired by your goodself in Room No. 152, Udyog 


Bhawan, New Delhi on 17.5.2008, which was convened by your office to discuss problems


being faced by the Construction Industry.

2.
We, as representatives of the Builders' Association of India (BAI), during the discussions, 


highlighted the various problems being faced by the Construction Industry, which inter alia 


include the following :-

(g) Un-precedented steep hike of over 30% in the price of TMT bars over a short span of 3 month starting from December 2007 on ward-Contractors have suffered huge losses on account of increased steel cost which is also resulting in time overruns of their projects.

(h) Non-availability of steel in required quantities due to demand supply mismatch because of the ongoing construction boom in the Country- The Steel Manufacturers’ are exploiting the market by raising rates to en-cash the rise in demand.

(i) Scarcity and increase in price of Cement – Here again the Cement Manufacturers’ through cartelization are exploiting the market by raising rates frequently due to demand supply mismatch. This is eating away the margins of the contractors, executing the Government contracts, through committed rates. In the recent past, there have been two judgements from the MRTP Commission about the cartelization by the cement manufacturers’, but no serious action against the manufacturers’ has been taken by the Government and they are continuing to exploit the situation and are increasing the prices of Cement, now & then. 

(j) Mismatch between WPI of Bars & Rods and the prevailing market price of steel – There is a long time lag in updating the price indices of Steel (Bars & Rods), used in the construction industry and thus these are not moving as per the actual market rates of steel. This is depriving the Construction Agencies to get their rightful reimbursement of the increased steel cost as per the price variation Clause, of their contracts, which is linked to WPI of Steel (Bars & Rods). The extent of mismatch between WPI of bars & rods vis a vis the prevailing steel prices on the corresponding dates can be gauzed from the attached statement for period spanning over three years.

(k) The absence of a Steel Regulatory Authority to monitor the movement in Steel price and to prevent cartelization by Steel Companies, both the Main & Secondary producers – The price monitoring committee of the Ministry of Steel is not having effective watch on the market. Steel manufacturers’ are exploiting the market by raising rates without justifiable reasons in the name of free market economy and are thus causing hardships for the construction industry & the common man.

(l) Absence of a well designed escalation formula in the Contract documents of Construction Projects of different type of works. The existing clauses of the contract documents of different types of works are not sufficient to accommodate the large variation in prices of Construction materials. There is thus an urgent need for a well designed escalation formula to tide over the difficulties now being faced regarding reimbursement of the increased cost incurred due to unprecedented hike in prices of Cement, Steel, Bitumen and other key construction materials. 

3.
We trust and hope that the above mentioned details / information regarding the problems 
being 
faced by the Construction Companies will be under the active consideration of the 
Department of Industrial Policy & Promotion (DIPP) for formulating polices / remedial 
measures to ensure healthy growth of the Construction Industry on a sustainable basis, for 
helping it to play its rightful role in the Economic Growth of the Country by executing / 


developing big infrastructure 
projects and to provide opportunities for employment to a 


large section of our countrymen.

4.  
Sir, while we wait for the above to happen soon, one immediate relief which can be 
provided to the Construction Industry is related to the Office of the Economic Adviser 
(OEA) under the control of your goodself. And this is, to revise WPI of Steel (Bars & 


Rods) for the past periods on the basis of prices of various commodities forming part of 
this group, as prevailing  during the respective periods. We are already pursuing this matter 
with OEA for the last three years and BAI shall feel grateful to your goodself if the 
needful is got done on an urgent basis. A copy of our latest letter to OEA dated 
18.6.2008 is enclosed for your kind 
reference please. 


With warm regards,


Yours truly, 


(H.S.PASRICHA)


Chairman


Builders' Association of India, Delhi Centre

BAI / DC/04/2008/46






18 June 2008

Ms Preeti Madan

Economic Adviser, 
Government of India,

Ministry of Commerce & Industry

Room No. 238, 2nd Floor,

Udyog Bhavan, Maulana Azad Road,

New Delhi-110011.

Sub. :
Anomaly in publication of WPI of Steel (Bars & Rods) vis-à-vis prevailing market price of steel 

Madam,

1.
The Builders’ Association of India (BAI) begs to be excused for this reminder to our earlier letter no. BAI/DC/04/2008/40 dated 06.05.2007, which unfortunately remains unattended in your esteemed office (copy of letter enclosed for your ready reference).

2.
We have already brought to it to your kind notice through the meeting we had with you on 12 March 08 & the subsequent letters, that hundreds of our members  are executing construction projects for various Govt. departments/ authorities, which are spread across the length & breath of the Country,  The contracts for these projects provide for increase/ decrease in value of the contract amount for every increase / decrease in the price of steel reinforcement bars (TMT bars) during the period of execution of the work.  This variation in cost is determined by WPI of steel (Bars & Rods) as published by the office of Economic Advisor. 

3.
The problems being faced by the Construction Agencies due to steep hike in the steel prices and the mismatch between WPI of steel (Bars & Rods) vis-a-vis the prevailing market price of steel have also been brought to your kind notice fairly well. The extent of this mismatch can be seen from the following table.


Increase in Price of TMT Bars vis-à-vis WPI of steel ( bars and rods)

	
Date
	Price of TMT Bar Rs/per MT
	% Increase
	WPI of steel (Bars & Rods)
	% Increase

	Jan 2005
	26951.00
	--
	245.70
	--

	Oct 2007
	32750.00
	21.52
	258.30
	5.13

	Jan 2008
	34010.00
	3.85
	258.30
	NIL

	02.02.2008
	38150.00
	12.17
	258.30
	NIL

	28.02.2008
	40000.00
	4.85
	258.30
	NIL

	09.03.2008
	44000.00
	10.00
	330.10
	27.80

	
Increase from Jan ’05 to March ‘08
	63.26
	
	34.35


4.
Due to the above shown severe mismatch between WPI of (Bars & Rods) & prevailing price of TMT bars, the Construction Agencies are incurring huge loses on their ongoing projects by way of increased steel cost, which they are not able to get reimbursed adequately due to incorrect indices.  This is also adversely impacting the progress of the important projects, including those connected with the Commonwealth Games 2010.  

5.
Though the difficulties being faced by the Office of Economic Advisor (OEA) for collection & compilation of price data on the basis of which WPI of steel (Bars & Rods) is published are appreciated, nevertheless, the OEA owes it to the Society at large and the policy makers, to issue correct indices which reflect the prevailing market conditions truly. We sincerely believe that by now updated prices of all the commodities considered for WPI of steel (Bars & Rods) are now available with OEA and we therefore request that an immediate action be taken to revise the indices for the week ended 29.03.2008 onward, all of which now  stand at 330.10.  We estimate the current index WPI of (Bars & Rods) to be near 400.

6.
An urgent action for the needful is requested please which will be highly appreciated.    

With warm regards,

Yours truly,

H.S. Pasricha

Chairman  - Delhi Centre

Builder’s Association of India. 

No. BAI/DC/04/2008/
25




      
                Date: 9th April 2008

Shri S Jaipal Reddy,

Hon’ble Minister of Urban Development,

Room No. 103 - C

Maulana Azad Road, 
Nirman Bhawan,

New Delhi-110011

Sub: Regarding Abnormal Hike in Price of Steel.

Sir,

1. 
Builders' Association of India (BAI) is extremely thankful to you for giving us an opportunity for presenting our case regarding the difficulties being faced by us due to the abnormal hike in the price of steel. Sir, the price of reinforcement bars, commonly known as T.M.T. (Thermo Mechanical Treated) Bars, which are used in the construction works, has gone abnormally high from December 2007 onwards.  During the past quarter, there was a rise of over 32% in the cost of TMT Bars.  Such sudden and unprecedented rise in cost of steel, which constitutes about 25% of the construction cost, has created severe difficulties for the construction / building contractors. They are incurring heavy losses and many projects of national importance including the ones connected with Commonwealth Games-2010 have started facing the time over runs. 
2.
Most of our members, are executing these projects under the control of CPWD and other Government Authorities like PWDs’, DDA, NHAI etc. The contracts documents of these departments have price variation clause for steel (as per enclosed Annexure A) which is based on WPI of Steel (Bars & Rods) published by the Economic Advisor to Government of India, Ministry of Commerce & Industry.  Unfortunately there is a mis-match between this index and the market price of steel (as per enclosed Annexure B).  It can be observed from here that for May – 2007 when the market price of steel was Rs,30,943/- per MT, the index was 255.10, whereas when market price of steel rose to Rs.40,000/- in February-08, the index moved up only 3 points i.e. upto 258.30, which infect should had been 377 as per our estimates. Due to this mis-match the construction agencies are not getting the required reimbursement of increased steel cost, for the ongoing projects, resulting into huge losses for them as well as time over runs for these projects.   
3.
For working out price adjustment, in the cost of steel used in the works, the contracts of CPWD and other works authorities, provide the base price of steel, as prevailing on the date of tender. This, in turn, is based on the market rates of steel, as published by the Steel Authority of India (SAIL), from time to time. However, due to the inadequacy of the existing escalation clause of the contracts, as explained above, we have been requesting DG (W), CPWD and Heads of other concerned departments for modification of the escalation formula in case of steel, thereby linking it with the changes in the base price of steel, being monthly issued by of the office of DG (W), CPWD on a regular basis. Unfortunately the decision in the matter is pending for long, whereas, remedial measures are immediately needed.

4.
With the above submissions, we request your goodself, to kindly intervene and issue directions to the concerned departmental heads, to take immediate action for modification of the price adjustment formula with regard to steel, for the ongoing and future projects, in the larger interest of the country.

With best regards,










  Yours truly 










(H.S.Pasricha)










    Chairman






           Builders' Association of India, Delhi Centre

Cold Rolled Steel Manufacturers Association of India

D-15, Panchsheel Enclave, New Delhi –110017

Phone Nos. 26495730, 26013775 Fax No. 41748021
CORSMA/02/2008

April 7, 2008

Dr. Manmohan Singh

Hon. Prime Minister of India

South Block

New Delhi
Sub: Reduction in exorbitant and stabilization of steel prices through 

Fiscal and Trade Control measures.

Respected Sir,

The shortage and high prices of steel have destabilized the industry and economy though India is well placed for the production of steel, due to inherent advantages  and has been ranked one of the cheapest producers of the steel in the world. The production has lagged behind the demand for the last four years due to faulty planning and in April- 07 - January 08 period while the consumption rose sharply by over 13%, the  production increased by only 5.6%. The shortages have been intensified by bulk exports of Billets and HR Coils required by the secondary producers for the production of finished steel and 2.5 million tonnes of HR Coils and Billets were exported  during April-2007 – January 2008, widening the gap between the domestic supplies and Demand.

2.
Prices not based on the raw material or the production costs.
The major steel producers have attributed  the price hikes to rise the prices Iron Ore and Coal but three of the five major producers  have captive mines and the  other are receiving supplies from NMDC/Coal India  at negotiated prices.  The rise in the price of imported Coking Coal has also been neutralized  to great  extent by the appreciation of the value of Rupee and reduction  in the landed cost. The major producers have not furnished    any  data regarding   the increase in the raw material costs and its impact on their production costs to the “Steel Price Monitoring Committee” constituted by the Govt. to ensure transparency and fairness in the pricing of steel products. As per the Analysts, the total cost of raw materials based on the consumption  norm of 1.5 tonnes of Iron Ore and 0.75 tonne of Coal and other inputs however ranges from Rs. 14000 to Rs. 16000 per tonne of steel against the average sales realization Rs. 32000 per MT excluding duties and taxes as apparent from windfall profits of the major steel producers. 

3.
 Profiteering by the major producers
It has been conceded by the major producers that their selling  prices are not  related  to the input or the production cost but based on the spot global export prices and the landed cost of imported steel. India is cheapest producer of  HR Coils  but the domestic prices are  highest in the world. The profiteering is evident from the steep hikes in Profits and average  per tonne pretax  profit of SAIL for the third quarter 2007 on a production of 3.4 million tonnes of saleable steel was over Rs. 8000  per tonne against the norm of around Rs. 2000 per MT. The plea that their margins are under pressure, due to rise in the prices of inputs is therefore not tenable and prices need reduction by Rs. 4000 to Rs. 5000 per tonne. 
4.
 Linkage of Steel prices with global prices.

It has been held that domestic steel prices have been in line with the spot global prices  but as a matter of principle why only the domestic steel prices be fixed on the  basis of spot global prices  which are in any case  higher by USD 20 to 30 per MT than the regular prices and why the price of Iron Ore be not fixed on the global price of USD 140 per MT FOB or the landed cost of USD 220 per tonne Instead of NMDC price of USD 85 per tonne. The domestic prices in India should be based on the production costs and  “what the domestic market shall bear” considering that the per capita  income and the production costs in India are much lower than the developed  countries. Besides,  the major producers utilizing the  national resources of the country particularly the Public sector companies should also consider the corporate social responsibility and commitment to the economic development of the country along with their profitability.  The domestic prices in China and Russia and other low cost steel producing countries are thus lower than their export prices.
5.
Price reduction by major producers on voluntary basis.
In the course of past three years, the advice by the Hon. Minister of steel, Hon. Minister of Finance and even the Hon. Prime Minister to the major producers to hold back the price hikes had no impact and prices have been continually hiked. Ministry of Steel has now  been exploring possibilities of voluntary rollback of prices by the producers. In a meeting with secondary productions on 2nd April 2008. Secretary steel stated that the  Govt. was seriously concerned with the steep hike in steel prices and its adverse impact on economy and unless the producers agreed to bringdown the prices, the Govt. shall have to impose duties on exports, alongwith reduction in Customs duties and even appointment  of a Regulator. It was explained by the representatives of Secondary Steel producers that unlike the major producers  who had captive mines or received supply from the NMDC/Coal India at fair prices the secondary producers had to buy  Iron Ore and Coal from the private miners  at high prices and sell at the prices of major producers and were thus not in a position to reduce the prices.  The representative of  Cold Rolling industry and Rerolling units explained  that the price rise was entirely due to the  sharp escalation of their basic input, HR Coils and Billets  which accounted for over 70% of the production costs and they  were operating at low margins. In the circumstances,  unless the prices of HR Coils and Billets were reduced by the major producers and adequate supplies assured  they were not in a position  to reduce the prices .

5.2
It is understood from the Press Reports that  Secretary Steel also met the major producers  on 3rd April 2008 but they were not agreeable  to stop bulk exports  of HR Coils and Billets or reduce the prices the two key products to improve domestic availability and bring down the prices. They only agreed to the reduction in prices of  TMT Bars by Rs. 2000 per MT and  the Galvanized sheets though the amount was not indicated.  The secondary producers utilizing  HR Coils  as the basic input however account for the  production of 50% of the Galvanized sheets and the prices can not be reduced  unless the prices of HR Coils are also reduced. 
5.3
Similarly, the projected additional availability of two million tonnes of HR Coils through utilization of imported coils for the export production  of Galvanized sheets is  erroneous since bulk of the exports are already based on the imported coils.  Besides, the prices of HR Coils in the global markets have sharply escalated as China and  other countries have imposed duties and  restrictions on  HR Coils exports to stabilize domestic prices and promote the exports of value added steel and manufactured products squeezing the differential between the HR Coils and Galvanized sheets prices to uneconomic levels.  It is  ironical that instead of restricting exports to improve the domestic availability, the major producers should propose bulk imports of HR Coils at high  global prices and Ocean freight to place  additional burden on  Indian industry and  consumers and duel inflationary pressures .  

5.4
As held by the Analysts, the reductions  offered by the major producers are only cosmetic and  shall have  a nominal  impact on the  domestic availability and the prices of steel products.  Apart from the foregoing, it apparent from the past experience that such informal offers are purely temporary as the reduction of Rs. 500 per tonne in HR Coils prices  committed by the major producers  following the discussions with the Hon. Minister of  Steel  in January 2008 was implemented by only two producers  for a period of  only 20 days and thereafter the prices were sharply  hiked by Rs. 2500 per tonne.

6.
CONCLUSION

In background of the foregoing facts, intervention by the Govt. through the Fiscal and Trade Control measures is considered essential particularly as the competition commission has not yet become operational and action as under may be taken without delay as proposed by the Industry and the Builders Associations. 

(i) The Customs duty on HR Coils and Billets be reduced  from 5% to zero to facilitate imports and reduction in domestic prices, fixed on import parity or landed cost basis.
(ii) A duty of 25% be levied on the exports of HR Coils and Billets to increase the domestic availability of steel by three million tonnes  to curb the shortages and stabilization  of prices.

(iii) The major producers be advised to furnish data regarding the rise in the cost of inputs in 2007-08 and its impact on their production costs to “Steel Price Monitoring Committee” constituted by the Ministry of Steel to ensure transparency and  fairness in the fixation of steel prices. 

(iv) It is understood that the Ministry of Company Affairs has advised the competition commission to undertake a study of the cement industry and  a similar study may also be undertaken for the steel industry as steel and cement account for 18% of infrastructure and housing costs and have a deep impact on inflationary pressures and economy.
The implementation of foregoing proposals with immediate effect shall bring down the prices of steel products by around 15% and promote  the industrial and infrastructure development, Building industry and provide relief to the commonman. It is considered that the Value-added products like Galvanized/Colourcoated Sheets manufactured from imported or domestic HR Coils be exempted from export duties  and be treated at par with the export of Pipes/Tubes and Engineering goods due to higher value addition and foreign exchange  realization. 

We shall be pleased to furnish if of required any additional information or clarifications on the subject.

With kind regards,

Sd/-

( S.C. Mathur)

Executive Director

No.BAI/DC/04/2008/23






Date: 8th April 2008

Ms. Preeti Madan

Economic Adviser, 

Government of India,

Ministry of Commerce & Industry

Room No. 238, 2nd Floor,

Udyog Bhavan, New Delhi

Sub. : 
anomaly in publication of wpi of steel (bars & rods).
Madam,

1.
This is in continuation of our earlier letters written to your office on the above cited subject. 

2.
Madam, the problems / difficulties being faced by members of our association due to the mismatch of WPI of Steel Bars & Rods issued by your esteemed office vis-a-vis the prevailing market rates of steel (TMT bars) were discussed threadbare during the meeting, we had in your office on 12.03.2008.  During the discussions, it was pointed out by us that whereas in the three months period since December 2007 steel prices rose by over 30%, there has been no movement of WPI of steel (Bars & Rods), which has stood at 258.3 for all these months. The fact of price rise to the extent of 25% has been accepted by the Secretary Ministry of Steel. The price of TMT Bars (SAIL) as on 31.3.2008 is over Rs.44,000/- per MT. We were told that one of the reasons of this is the fact of not furnishing of updated prices of selected steel items by the concerned 7/8 producers.  We were further told that letters have already gone to them from your office, and as soon as, the required data is received, the necessary revision of indices shall get carried out. 

3.
Subsequently, we felt some what relieved when we saw WPI of Bars & Rods moved to 265.6 and 275.2 for the weeks ended 08.03.2008 and 15.03.2008 respectively. However, there was no movement of this index for the next week ended 22.03.2008, which came to us as a big damper. 

4.
With permission of your office, we have also been following up with of the concerned manufactures and we have come to know, through confirmation from them, that the required data has since been furnished to your office.

5.
We sincerely hope that your goodself will look into the matter personally & will ensure publication of the indices on the basis of updated prices and thus reflecting the true market conditions.

With regards,

Yours truly

(H.S. Pasricha)

Chairman

Builders Association of India, Delhi Centre
No. BAI/DC/03/2008/
21


      
                Date: 4th April 2008

Shri S Jaipal Reddy,

Hon’ble Minister of Urban Development,

Room No. 103 - C

Maulana Azad Road, 

Nirman Bhawan,

New Delhi-110011

Sub: Regarding Abnormal Hike in Price of Steel.
Sir,

Builders' Association of India (BAI) may like to bring to your kind notice that the price of T.M.T. Bars (Thermo Mechanical Treated) have gone abnormally high from December 2007 onwards which is badly affecting the progress of projects of national importance all over India as well as the works related to the Commonwealth Games-2010.  Price of TMT Bars have gone up more than 35%, which can not be absorbed by the contractors.

It is surprising that the increase in steel price which is a harsh reality, known to every person, is not being reflected in the Wholesale Price Index, published by the Office of the Economic Advisor, Department of Industrial Policy & Promotion, Ministry of Commerce & Industry, Government of India, for this commodity. We apprehend if the present stalemate continue, many contractors will either go bankrupt or they will left with no option except to abandon the works which will not only bring bad name to the construction industry but also put the timely completion of stadiums and other infrastructure works related to the Commonwealth Games-2010 to standstill.   

To apprise the position in detail, an All India delegation of the Association (5-6 delegates) would like to meet to you in persons. It will be highly appreciated if an early appointment is granted at the convenient time and date.

Thanking you,

    








   Yours faithfully

     (S. S. Arora)









                Executive Officer

No. BAI/DC/03/2008/
22


      
                Date: 4th April 2008

Shri Ajay Maken
Minister of State (Urban Development),

Ministry of Urban Development,
Room No. 133-D,
Maulana Azad Road, 
Nirman Bhawan, New Delhi - 110011
Sub: Regarding Abnormal Hike in Price of Steel.
Sir,

Builders' Association of India (BAI) may like to bring to your kind notice that the price of T.M.T. Bars (Thermo Mechanical Treated) have gone abnormally high from December 2007 onwards which is badly affecting the progress of projects of national importance all over India as well as the works related to the Commonwealth Games-2010.  Price of TMT Bars have gone up more than 35%, which can not be absorbed by the contractors.

It is surprising that the increase in steel price which is a harsh reality, known to every person, is not being reflected in the Wholesale Price Index, published by the Office of the Economic Advisor, Department of Industrial Policy & Promotion, Ministry of Commerce & Industry, Government of India, for this commodity. We apprehend if the present stalemate continue, many contractors will either go bankrupt or they will left with no option except to abandon the works which will not only bring bad name to the construction industry but also put the timely completion of stadiums and other infrastructure works related to the Commonwealth Games-2010 to standstill.   

To apprise the position in detail, an All India delegation of the Association (5-6 delegates) would like to meet to you in persons. It will be highly appreciated if an early appointment is granted at the convenient time and date.

Thanking you,

    








   Yours faithfully

     (S. S. Arora)









                Executive Officer

No.BAI/DC/03/2008/
09






Date : 7th March 2008

The Director General of Works,

Central Public Works Department,

‘A’ Wing, Nirman Bhawan, 

New Delhi - 110011

Sub:
Rising price of T.M.T. Bars and the mis-match of Cost Indices, published by Office of the Economic Advisor, Ministry of Commerce & Industries with regard to the prevailing market rates for Bars & Rods.
Dear Sir,


The price of T.M.T. Bars has gone abnormally high, may be due to international market or cartel like situation, created by the manufacturers. The contractors who have committed their rates for reinforcement item, based on the prevailing market rates of T.M.T. steel are not in a position to complete the projects. As already explained in the meeting dated 23rd January 2008, the cost indices formula calculated by the Office of Economic Advisor  and followed by the C.P.W.D. & other Departments is wrong and can not be justified under any circumstances. We have been meeting the officers, connected with the cost index issue, but no concrete results could be achieved. It is, therefore, requested that full debate on this specific subject may be allowed under the leadership and guidance of the Director General of Works C.P.W.D. or his team at the earliest to avoid hardship to the contractors and misuse of Government revenue at stages which is to be plugged.

1. Technically, the increase or decrease in the cost index of steel should have direct effect of prices. T.M.T. Bar’s rates collected directly from manufacturers- SAIL, TATA, ISPAT NIGAM, ESSAR etc., average rate calculated every month and by ratio proportion method, percentage increase or decrease should be converted into cost index or taking as 100 index, once and continue the system further.

2. The office of the Economic Advisor has not adopted method formula with consultation to any Civil Engineer Department. The items taken into consideration for deriving the cost indices of TMT Bars are at all not connected to T.M.T. Bars. The rates taken are on higher side, and imbalance. The rate of Steel Bars T.M.T. taken in the index chart are rather on higher side or mis-match the market rate. The Annexure-I, used by the Office of the Economic Advisor is submitted for specific period December 2005 to May 2006 which is self explanatory, showing wrong feed back, and data items adopted. The rate of T.M.T. Bars has gone high and the cost index published has come down by 20 points in this period. 











3. Similarly in other periods also the formula and its effect of commodities, rates are all illegal irrelevant, and without any authenticity. The consumer who tendered in such periods has made fortune without purchasing the material at higher rates, as Bars & Rods index increased without any reasons.

4.
The formula used by Office of Economic Advisor, may have been made, when T.M.T. Bars


were not even used/produced. The Construction Industry and C.P.W.D. is only using T.M.T. 

Bars as reinforcement for the last ten years, and the rates of T.M.T. (Thermo 
Mechanical 

Treated Bars) should only be considered while taking the effect of cost index 
average monthly 

rates. The rates once considered may be stock Yard rate + Tax + Cartage or 
any base prevailing market rate from manufacturers and compared with the next month. The net result will always be factual.
5.
The contractors who have committed rates are already ruined and are under tremendous 
financial stresses.
6.
The projects will be closed and lot of Litigation/Arbitration will start.

It is therefore, requested that meeting with the Office of Economic Advisor, Ministry of Commerce & Industry, Department  of Industrial Policy & Promotion at higher level, with representative of Builder Association of India (BAI), M.E.S.BAI may please be called at the earliest to know the re-medial measures and to solve the long outstanding misunderstood issue.

Thanking you,

   Yours faithfully,










 (Lal Chand Ralhan)










       Chairman







      Builders' Association of India, Delhi Centre

Enclosure:-
1. Copy of the Builders Association of India letter dated 29.01.2008 addressed to the Member Secretary (SPMC) and Chief Economist Economic Research Unit.

2. Copy of the Builder Association of India letter dated 05.03.2008 addressed to the Secretary Ministry of Steel Government of India.

3. Copy of the Annexure-I received by Builder Association of India from the office of Economic Advisor showing compilation of WPI  Bars & Rods for a particular period December 2005 to May 2006 at a glance.

4. Copy of the average rate of T.M.T. Bars from J.P.C. and SAIL for comparison.
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Date : 13th March 2008
The Director General of Works
Central Public Works Department,

‘A’ Wing, Nirman Bhawan, 

New Delhi – 110011

Sub:
Market price from major manufacturers SAIL, TATA, RINL & others for T.M.T. Bars (Steel).
Sir,

Builders' Association of India (BAI) may like to bring to your kind notice that prices of T.M.T. Bars (Thermo Mechanical Treated Bars) have gone abnormally high. The rate for bulk supply of TMT Bars , produced by SAIL, RINL and other producers, which was Rs.33,650/- per M.T. in December 2007 has reached Rs.35,100/- in January 2008, Rs.39,100/- on 5th February 2008, Rs.38,860/- on 14th February 2008 and jumped to Rs.44,000/- on 9th March 2008, plus Taxes  (4%) and cartage charges of Rs.250/-  per tonne (minimum) for Delhi & around. Accordingly, the prices of other connected materials have also gone high. The contractors who have committed rates through their respective tenders/Agreements are not in a position to absorb this abnormal price hike, as the effect of clause 10CA in C.P.W.D. General Conditions of Contract for Escalation  plus/minus and as per index published by the Economic Advisor for the corresponding periods does not reflect the increase in the real terms. The rates have gone around 80% higher as compared to the rates in the year 2005, when Tor Steel was hovering around Rs.24,000/- per M.T. and  in March 2008 (10 March), the prices have gone upto Rs.44,000/- per M.T. The authorities should take immediate remedial action either to arrest the prices or by adopting the correct formula by any method (Ratio Proportion Percentage), for compensating the construction companies for the ongoing projects, plus or minus, on the basis of the rate published by SAIL.


The contractors executing important and major projects for the Department and for the Commonwealth Games 2010 otherwise will be forced to close the works.  Keeping the abnormal increase in the cost of steel the Department will be required to revise the cost estimates of these projects so that the contractors can be compensated suitably.


The Builder Association of India have explained the anomaly in publishing the Wholesale Price  Indices (WPI) of Steel Bars & Rods to the Economic Advisor in the meeting held in the office on 12th March 2008  and have placed the relevant records showing  the correct rates and the effect it should have on the Price Indices of Steel Bars & Rods. The Economic Advisor has very kindly promised to look into the matter but we will appreciate if the Department also take up the matter with the Economic Advisor at the earliest to avoid the stage where contractors are forced to 

close down their works.  For your convenience and reference, we are pleased to enclose the copy of our letter No. BAI/DC/04/2008/11 dated 12th March 2008 which is self explanatory.  Keeping in view the gravity of situation, we request your goodself to take up the matter on war footing to avoid delay in completion of the project and foreclosure of works by contractors and litigation etc. 
Thanking you,   

  Yours faithfully,










 (Lal Chand Ralhan)










       Chairman







      Builders' Association of India, Delhi Centre
No.BAI/DC/03/2008/13






Date : 14th March 2008
The Engineer-in-Chief,

Public Works Department,

Government of NCT of Delhi,

I.P.Estate, New Delhi-110002.

Sub:
Market price from major manufacturers SAIL, TATA, RINL & 
others for T.M.T. Bars (Steel).

Sir,

Builders' Association of India (BAI) may like to bring to your kind notice that prices of T.M.T. Bars (Thermo Mechanical Treated Bars) have gone abnormally high. The rate for bulk supply of TMT Bars , produced by SAIL, RINL and other producers, which was Rs.33,650/- per M.T. in December 2007 has reached Rs.35,100/- in January 2008, Rs.39,100/- on 5th February 2008, Rs.38,860/- on 14th February 2008 and jumped to Rs.44,000/- on 9th March 2008, plus Taxes  (4%) and cartage charges of Rs.250/-  per Tonne (minimum) for Delhi & around. Accordingly, the prices of other connected materials have also gone high. The contractors who have committed rates through their respective tenders/Agreements are not in a position to absorb this abnormal price hike, as the effect of clause 10CA in C.P.W.D. General Conditions of Contract for Escalation  plus/minus and as per index published by the Economic Advisor for the corresponding periods does not reflect the increase in the real terms. The rates have gone around 80% higher as compared to the rates in the year 2005, when Tor Steel was hovering around Rs.24,000/- per M.T. and  in March 2008 (10 March), the prices have gone upto Rs.44,000/- per M.T. The authorities should take immediate remedial action either to arrest the prices or by adopting the correct formula by any method (Ratio Proportion Percentage), for compensating the construction companies for the ongoing projects, plus or minus, on the basis of the rate published by SAIL.


The contractors executing important and major projects for the Department and for the Commonwealth Games 2010 otherwise will be forced to close the works.  Keeping the abnormal increase in the cost of steel the Department will be required to revise the cost estimates of these projects so that the contractors can be compensated suitably.


The Builder Association of India have explained the anomaly in publishing the Wholesale Price  Indices (WPI) of Steel Bars & Rods to the Economic Advisor in the meeting held in the office on 12th March 2008  and have placed the relevant records showing  the correct rates and the effect it should have on the Price Indices of Steel Bars & Rods. The Economic Advisor has very kindly promised to look into the matter but we will appreciate if the Department also take up the matter with the Economic Advisor at the earliest to avoid the stage where contractors are forced to close down their works.  For your convenience and reference, we are pleased to enclose the copy of our letter No. BAI/DC/04/2008/11 dated 12th March 2008 which is self explanatory.  Keeping in view the gravity of situation, we request your goodself to take up the matter on war footing to avoid delay in completion of the project and foreclosure of works by contractors and litigation etc. 
Thanking you,   

  Yours faithfully,










 (Lal Chand Ralhan)










       Chairman







      Builders' Association of India, Delhi Centre
No. BAI/DC/04/2008/05





Date:  5th February 2008

Ms. Preeti Madan

Economic Advisor,

Department of Industrial Policy & Promotion,

Ministry of Commerce & Industry,

Room No.126/E, Udyog Bhawan,

New Delhi-110011

Subject: Regarding the Cost Indices for Bars/Rods (Steel) Published by the 

Office of Economic Adviser to the Government of India mis-match with prvaling market rates confirmed by 4-5 manufacture.

Sir,


Builders' Association of India (BAI) have been, time and again approaching you regarding mismatch of the Cost Indices of Bars & Rods (Steel), published by your office compared to the market price of the product. We regret to inform that inspite of our repeated requests to your office, no action seems to have been taken to correct the cost indices of Bars & Rods (Steel) resulting in the huge losses to the consumer / construction agencies. Committing their rules through agreement for projects for the Government Departments / reven in private sector, who follow the cost indices system upward/downward, published by your office for the purpose of plus / minus of cost escalation for building materials such as steel / cement / POL etc. We would also like to know the list of items and their weightage which are considered for arriving the price indices of TMT Bars & Rods andiron & Steel. TMT Bars we mainly used in construction, and the steel market in volatile situation.

We shall be highly obliged for an appointment, at your convenient date / time, in which we can discuss / clarify the issues points which are badly effecting the construction industry due to unprecedented rise in the cost of various steel items, used in the construction industry, besides the various issues which needs clarifications from your office. The rates for TMT Bars from the main producers have gone by more than 4-6 percent since June 2005 to January 2008 where as construction indices for Bars & Rods is showing an in increase of 5% only and is a big mis-match.


Thanking you and hoping for an early action as well as for an appointment, as requested.


Yours faithfully










(Ralhan Lal Chand)










       Chairman







                       Builders' Association of India, Delhi Centre

No. BAI/DC/04/2008/06





Date: 21st February 2008

The Manager (Marketing)

Steel Authority of India Limited,

Branch Sales Office,

Jeevan Deep Building, 

10-Sansad Marg, 

New Delhi – 110001

Kind Attn.: Ms. Kavita Singh

Sub: - Month wise rate list of SAIL Steel Products (TMT Bars)

(June 2007 to February 2008).

Dear Sir,


Please refer to the telephonic conversation undersigned had with you today regarding the month wise rate list of SAIL Steel Products (TMT Bars). A request was made by the delegation of Builders' Association of India (BAI), in person, to the Regional Manager (Northern Region) SAIL, Shri Sushim Banerjee, for supply of month wise rate list during the meeting, in his office on 29th June 2004.  We were getting this monthly rate list regularly uptill June 2007 when this branch was headed by Mr Sandeep Dass. It will be highly appreciated if the rate list of the SAIL Products (TMT Bars only) is sent to us as per the past practice, either through fax No.26568763 or through email address at baidelhi@ndb.vsnl.net.in

We shall be grateful if the rate list from July 2007 to February 2008 (month-wise) is also made available to us at your earliest.  


Thanking you,











Yours faithfully,











   (S. S. ARORA)











Executive Officer


No. BAI/DC/04/2008/07





Date: 5th March 2008

The Manager (Marketing)

Steel Authority of India Limited,

Branch Sales Office, 

Jeevan Deep Building, 

10-Sansad Marg, 

New Delhi – 110001

Kind Attn.: Ms. Kabita Singh

Sub: - Month wise rate list of SAIL Steel Products (TMT Bars)

Dear Sir,


Please refer to our letter No.BAI/DC/04/2008/06 dated 21st February 2008 (photocopy enclosed for ready reference) and the personal visit of Shri S. S. Arora, Executive Officer  on Thursday, the 28th February, 2008 regarding the month wise rate list of SAIL Steel Products (TMT Bars). We are surprised to note that he was not made available the r ate list of steel products (TMT Bars) as requested, though in the meetings SAIL Chairman & other senior officials have agreed to supply monthly rate lost to BAI.

Builders’ Association of India (BAI), an apex body of Civil Engineering Construction Contractors, founded in 1941, have 10,000 direct membership through its 100 Centres, spread over the length and breadth of the country, and indirect membership of 30,000 through Affiliated Associations. BAI is indeed the only spokes body for the Indian Construction Industry. BAI is also the member of Steel Consumer’s Council and Steel Price Monitoring Committee, constituted by the Ministry of steel. All the constructions companies, members of BAI, are the user of long products (TMT Bars) produced by the steel industry, including SAIL.

 We being the consumer of long products have not been made available the price list which we share with our members. We were getting this monthly rate list regularly uptill June 2007 when this branch was headed by Mr Sandeep Dass, Manager Marketing (Long Products). It will be highly appreciated if the rate list of the SAIL Products (TMT Bars only) is sent to us as per the past practice, either through fax No.26568763 or through email address at baidelhi@ndb.vsnl.net.in

We shall be grateful if the rate list from July 2007 to March 2008 (month-wise) is also made available to us at your earliest.  


Thanking you,












      Yours faithfully,










   (Lal Chand Ralhan)









           Chairman








Builders' Association of India, Delhi Centre
No.BAI/DC/04/2008/08






Date : 7th March, 2008

The Secretary,

Ministry of Steel, 

Government of India,

291, Udyog Bhawan,

Maulana Azad Road,

New Delhi-110011.

Sub:-Non-availability and abnormal rise in the price of TMT Bar

 (Thermo Mechanical Treated Bars).

Dear Sir,


Builder’s Association of India (BAI), an apex body of Civil Engineering Construction Contractors, founded in 1941, have 10,000 direct membership through its 100 Centres, spread over the length and breadth of the country, and indirect membership of 30,000 through Affiliated Associations. BAI is indeed the only spokes body for the Indian Construction Industry. BAI is also the member of Steel Consumer’s Council and steel  Price Monitoring Committee, constituted by the Ministry of steel.


We may like to bring to your kind notice that the continuous abnormal rise in the price of long products (TMT Bars) being mainly used in construction as well as its scarcity has become a serious problem for the consumer in general and for the construction industry in particular. The rates of TMT Bars are increasing regularly on one pretext or the other and it seems there is no check on it, particularly from the Government, otherwise the average price of TMT Bars which was hovering are Rs. 24,200/- per MT in January 2005 have not skyrocketed to Rs. 36,500/- in January 2008 (rate for bulk supplies) which is more than 50% increase. Steel Producers are misusing the situation and taking undue advantage of the word “Free Economy”.  It is an essential item in the construction industry, particularly in the housing projects. Its price rise is so steep that even big construction companies are unable to absorb it what to talk of an ordinary consumer of steel.


The matter of rise in the price of TMT Bars have been taken up in the meetings of Steel Price Monitoring Committee, constituted by the Ministry of Steel, but without any fruitful result. The report submitted by the Committee to the Ministry does not reflect clear picture of the price rise in the steel as well as the remedial steps required to be taken to arrest this price rise. 

The Committee does not come out with a clear-cut policy for monitoring the price of steel and the steps required to be taken in the event of abnormal increase in the price. Members in the Steel Price Monitoring Committee. representing the steel manufacturer side always commit in the meeting that the price will remain stable and will also be published in the news paper but it remains only a lip service and no concrete action has been taken in this regard. All the raw materials, required to produce the steel, are available in the country and the production cost of steel is lowest in India but our rates are highest in the world. There seems to be no transparency with regard to the increase in the price by manufacturers and we are sorry to state that there is no check, whatsoever from the Government Administration otherwise the situation would not have been that crucial.  Country like China, who is importing iron are from India, is selling steel cheaper than the manufacturers in India. The consumer or the contractors who have their commitments through their respective agreements are not in a position to complete the on going projects. The construction industry is suffering badly.


A similar situation arise during the year 2007, when the prices of cement started rising alarmingly and there was hue and cry from all corners. The matter was brought to the notice of the Government through letters and media. The unprecedented increase in the price of cement compelled Government of India to abolish levy of Custom Duty, special Duty and Countervailing Duly on import of cement to make it affordable to the consumers in India. BAI’s persistent follow-up with the Ministry of Consumer Affairs Food & Distribution, Government of India, expedited the issuance of BIS Certification to foreign cement manufacturers from Bangladesh, Bhutan, China, Pakistan & UAF and as on date 36 foreign cement manufacturers have been granted BIS Certification , and now cement price and scarcity has been controlled upto a great extent.. 


The situation of rise in price of steel TMT Bars is identical / similar with that of cement. We shall be highly obliged if the Government may consider taking similar action i.e. lowering of the Custom Duty so that the steel is imported at an affordable price. The cartel like situation and undue profiteering should be watched closely by the Ministry and remedial steps to be taken immediately. 
Thanking you,

      Yours faithfully,










 (Lal Chand Ralhan)










       Chairman







      Builders' Association of India, Delhi Centre

Enclosure:- 

 1.
Copy of comparison of  rate J.P.C. and SAIL. 
 2.
Copy of the Builders Association of India letter dated 29.01.2008 addressed to the Member 

Secretary (SPMC) and Chief Economist Economic Research Unit.

No.BAI/DC/04/2008/10






Date: 10th March, 2008

Ms. Preeti Madan

Economic Advisor,

Ministry of Commerce and Industry,

Government of India,

Udyog Bhawan, New Delhi.

Sub:
Mismatch of cost index of Steel, Bar & Rods and anomaly in the cost indices for T.M.T. Steel (Thermo Mechanical Treated Bars) used in Construction Industry. Our previous letters Builder Association of India, in the matter of cost index issued by your office.

Madam,

Builders' Association of India (BAI) & Members of Construction Industry are not satisfied with the reply received from your office vide letter No.Ec.Ad/F-2(0)16/BMA/2006 dated 07.07.2006 and letter No.Ec.Ad/F-2 (0)/16/BMA/2006 24.07.2006 and others as the argument and grievances explained in letters and personal hearings, have not been examined minutely by your office.

T.M.T. (Thermo Mechanical Treated Bars) Fe-415 grade is used in construction industry for the last ten years as reinforcement steel. The cost index of bar & rods, published by your office, which is based on the rates provided by the SAIL TISCO & others for T.M.T. Bars and should specifically be compared only with T.M.T. Bars directly, may be a average rate of all the diameters or basic rate of 12 mm dia bars which is generally considered as base rate of steel bars & rods.

The prices utilized for compilation of W.P.I Bars & Rods taking effect of 8 Commodity such as Round i) Bars, ii) Tiscon T.M.T. Bars, iii) Bars  & Rounds (16 mm),  iv) C T D Bars (Cold Twisted Deformed Bars),  v) Round Bars,  vi) Bars & Rods vii) T.M.T. 16 mm and the Index for T.M.T. based on this formula is not correct and justified. The result may be plus or minus. The method adopted should give correct result, and should not mismatch the rates prevailing in the market for T.M.T. Bars.

All Government Departments related to construction activities, wherever cost index of Tor Steel Bars & Rods for reinforcement is involved are bound to follow the monthly index published by your office from time to time.

It is strange to note that rate of T.M.T. (Thermo Mechanical Treated Bars) by SAIL, TISCO or ISPAT has gone abnormally high, more than 44.85%, from January 2005 to December 2007 and cost index percentage show increase of 5.42 percent only during this period.

The rates of Steel Bars (SAIL) continued to increase and in January 2008 the rates reached more than Rs. 36,500/- MT, in February 2008 Rs.38,500/- MT, in 1st week of March 2008 is Rs.39,500/- and still continue to rise upward, where as the Cost Indices for T.M.T. Bars (Bars & Rods) is stagnating continuously  at 258.3 from October 2007 onwards. 

The consumer / contractor who have calculated rates as per the market rates of steel are ruined / have gone bankrupt  and are not in a position to complete there ongoing projects.

It is therefore, requested that the points raised may be clarified at the earliest to avoid further financial hardship. An early meeting may please be fixed to discuss the abnormality in the cost index of Steel Bars & Rods.

Thanking you,

Yours faithfully

 








          (Lal Chand Ralhan)










   Chairman








Builders' Association of India, Delhi Centre

No.BAI/DC/04/2008/11






Date: 12th March 2008
The Economic Advisor
Ministry of Commerce and Industry,

Government of India,

Udyog Bhawan, 
New Delhi - 110011
Sub:
Mismatch of Cost Index of Steel bars & rods and anomaly in the Cost Indices for

          T.M.T. Steel (Thermo Mechanical Treated Bars) used in Construction Industry.

Madam,

We, the members of Builders' Association of India (BAI) are thankful to for giving us an opportunity and listening to our grievances with regard to the issue of WPI Price Indices of Steel Bars & Rods issued by your esteemed office. The Cost Indices for steel bars & rods T.M.T. Steel (Thermo Mechanical Treated Bars) is supposed to be based on the market rates of steel, provided by SAIL, TISCO & others steel manufacturers.  The Cost Indices published mismatch and does not reflect the prevailing market rates of Bars & Rods (Steel).  The Cost Indices is used by the various Government Departments, associated with the construction related works, for cost adjustment ( + ) as per agreement clauses put in the tender.  The latest rate of steel from SAIL Rs. 33,650/- per M.T. in December 2007, reached Rs.35,100/- per M.T. in January 2008, Rs. 39,100/- per M.T. on 5th February 2008, Rs.38,850/- per M.T. on 14th February 2008 and  Rs. 44,000/- per M.T. on 9th March 2008, which was hovering around Rs.32,750/- per M.T. in October 2007.  Accordingly, price of all other connected products in the steel category such as plain bar, wire have also gone up. We regret to point out that these steep rise in the rates does not reflected in the Cost Indices published by your office and thus requires detailed review of the system in vogue for determining the correct price indices.  These prices and formulae utilised for compilation of W.P.I. bars & rods, may be on any basis but it should have effect on the indices in the right perspective.

We place on record, the following documents, for consideration of the administration, policy maker to compare and introduce some device for correctness of the Price Indices and doing justice with the issue of WPI of Steel Bars & Rods.

1.
Latest rate of SAIL.

2.
Prices utilised for compilation of W.P.I. bars & rods.

3.
Comparative Statement of rates of SAIL, C.P.W.D. published and Cost Indices published.

4.
Copy of the letter to Member Secretary (SPMC) Chief Economist, Economic Research Unit J.P.C. dated 29.01.2008.

5.
Rates quotation from SAIL for T.M.T. bars.

6.
Monthly price index from April 1994.

7.
Letter to Economic Advisor dated 10.03.2008.

8.
Letter appeal from P.H.D. Chamber of Commerce & Industry.

9.
Probe in steel price.

10
Rates of J.P.C. from all 4 metro cities.
We sincerely hope that your goodself .will look into the matter personally and do the justice in correcting the WPI of Steel Bars & Rods on the basis the documents submitted and verbal presentation made.   
Thanking you,









 Yours faithfully

 








          (Lal Chand Ralhan)










     Chairman







Builders' Association of India, Delhi Centre
Encl: As above
No.BAI/DC/04/2008/16






Date: 17th March 2008
The Economic Advisor
Ministry of Commerce and Industry,

Government of India,

Room No. 238, 2nd Floor,

Udyog Bhawan, 
New Delhi – 110011

Sub: Mis-Match / Anomaly in publication of Cost Indices of Steel Bars & Rods by Your  

         office with regard to market / prevailing rates of Steel from SAIL, RINL, TISCO  etc.

Respected Madam,


We are very thankful for the meeting the members of Builders' Association of India (BAI) had with you in your office on Wednesday, the  12th  March 2008, wherein the above matter was discussed in details and it was emerged out of the discussions  that your goodself will look into the matter personally and try to correct the WPI Price Indices of Steel Bars & Rods atleast for the current period, but we regret to point out that the same Price Indices has been repeated for this week also without taking into consideration of the  increased rates of steel by SAIL, RINL and other producers copies of which were made available in person during the meeting.  Respected Madam, we all know that our country / Government is a welfare state. The pre-amble of our constitution aims at giving justice, social and economic. Our emblem is “SATYA MEV JAYATE”.  We feel, it is the moral and legal duty of the Office of the Economic Adviser to publish the correct cost indices faithfully, matching with ground realities. The SAIL is giving monthly rates to Central Public Works Department (CPWD), a primer construction agency of the Government of India and on the basis of the same the CPWD is publishing the base rate of steel and cement every month.  The SAIL & RINL is also issuing the rates of steel bars & rods to our association as well as other consumers etc. also issue bills/quotations every week / month.  We request that your office should also adopt all those rates faithfully, correctly and reflect the same in the indices published so as not to cause harm/loss to any section of the society. 

It is more sincerely requested to correct indices with retrospective effect.  You will appreciate that any wrong or mismatch publication of indices may and thus cause harm / loss every consumer and your organization should not be privity to any such wrong publication.

The Office of the Economic advisor is created to give correct feedback to the country as la whole.  As such the prima duty of your office is to ensure collecting actual rates from SAIL & other steel manufacturers.  We are running a race with time and any delay would result in injustice, injury and will ruin many consumers / contractors committed to complete the important projects connected with Commonwealth Games – 2010 for want publishing of correct indices with true reflection of SAIL Rates for Steel Bars & Rods.

We are reproducing the rates published by CPWD, Government. of India as per (Annexure-‘A’) and rates received  by our association from SAIL (Annexure- ‘B’), and quotation given to our members ( Annexure -‘C’) and confirmation letter from CPWD, received in Association office, stating  that these rates of Steel are collected from SAIL (Annexure-‘D’).  We are ready to call on at your office to explain the case, if so required at anytime. We may say that Construction Industry Development Council, a premier body in the Country (sponsored by Planning Commission) has also referred this mis-match in publishing the indices by your office.
We will be highly grateful to you, Respected Madam for early action in the matter.

Yours faithfully

 








          (Lal Chand Ralhan)










     Chairman







Builders' Association of India, Delhi Centre
Encl: As above
No.BAI/DC/03/2008/31







21st April 2008

Shri S. M. Acharya

Special Secretary (UD) & CVO,

Ministry of Urban Development

Room No.117/C, Nirman Bhawan,

Maulana Azad Road,

New Delhi-110011

Sub:  Unprecedented hike in the price of Steel used in construction work.
Respected Sir,

1.
Builders’ Association of India (BAI), an apex body of Civil Engineering Construction Contractors, have approached various authorities regarding abnormal rise in the price of steel, in general and especially of TMT (Thermo Mechanically Treated) Bars used in the construction projects and mis-match of this with cost indices of steel, highlighting its adverse effect on the working of construction agencies.  The price of TMT Bars sold by SAIL / RINL increased from Rs.26,400/MT to Rs.33,690/MT during Sept 2004 to Dec 2007 i.e. an increase of 27.6%. However from December 07 to March 2008, the price rose to Rs.44,000/MT i.e. an unprecedented increase of over 30%, in a short span of less than three months. A monthwise comparative statement of TMT Bars showing sale price of SAIL, Wholesale Price Index (WPI) of Steel (Bars & Rods)  published by Economic Advisor to the Government of India, Ministry of Commerce & Industry & the Base Rates issued by CPWD, is placed at (Annexure-A) for your ready reference. The Secretary, Ministry of Steel vide his press statement has also acknowledged price rise of 25% from December 2007 onwards (Copy of press cutting is placed at Annexure-B).

2.
This unprecedented rise in the cost of steel, as well as, its non-availability in required quantity  has created severe difficulties for the construction agencies, who are executing Government contracts, including those of national importance, such as connected with Commonwealth Games-2010.

3.
Most of our members, are executing these projects under the control of CPWD and other Government Departments, like PWDs’, DDA, NHAI & PSUs. The contract documents of these departments, have price variation clause, namely 10 CC / 10 CA for steel, which is linked to the WPI of Steel (Bars & Rods). Unfortunately there is mismatch between the index and the market price of steel. It can be observed from the attached Annexure-A, that when the market price of steel was Rs.30,943/MT, the index was 255.10 and when the market price rose to Rs.40,000/MT in February 2008, the index moved up only 3 points i.e. upto 258.3, which infact should had been 377 as per our estimates. Due to this mismatch, the construction agencies are not getting the justified reimbursement of increased steel cost, for the ongoing projects, resulting into huge losses for them, as well as, Time Over runs for these projects. 

4.
The matter has also been taken up by BAI with the Economic Advisor for publication of the correct WPI of steel vide this office letter No.BAI/DC/04/2008/11 dated 12th March 2008 (Annexure-C) and No.BAI/DC/04/2008/16 dated 17th March 2008 (Annexure-D). Sir, we would 

like to bring it to your kind notice that the Economic Advisor publishes the WPI of steel products 

under three different heads, namely Bars & Rods, Iron & Steel and Other Iron Steel. The WPI of these three heads in January 2005, were almost identical, being 245.7, 239.8 and 241.1 respectively, whereas, the WPI of the same heads as on 05.04.2008 were 330.1, 357.1 and 440.9 respectively i.e. there is a wide gap between these.  No one is able to understand that when these indices represent only the Steel, then why there should be such a wide difference in these indices. We may further like to add here that the  process/system of publishing WPI in the office of the Economic Advisor is somewhat non-transparent, because they do not share with public the criteria / system, based on which, the WPI’s of steel  are being published.  It has been learnt that there is a time lag, and sometime it is a huge one, in updating the price data, on the basis of which WPIs’ are published. Thus at most of the times, these indices do not reflect the true prevailing market situation. 

5.
As the office of the Economic Advisor is not publishing  WPI of TMT Bars as per the actual / prevailing market rates on the given date, our members continue to suffer heavy losses on account of non-reimbursement of the increased cost of steel,  we have, therefore, represented the matter to the Hon’ble Minister for Urban Development vide Letter No.BAI/DC/03/2008/25 dated 9th April 2008 (Annexure-E) and Director General (Works), CPWD vide letter No./BAI/DC/03/2008/09 dated 7th March 2008 (Annexure-F) and BAI/DC/03/2008/12 dated 13th March 2008 (Annexure-G). However we are awaiting decision regarding remedial measures, as requested by us. We, apprehend, that if the present stalemate continues for some more time, the construction agencies may be forced to foreclose their works because they are finding it extremely difficult to absorb huge rise in the cost of steel. Thus the completion of projects will suffer badly.

6.
In spite of all our efforts, we are not getting any respite with regard to the abnormal rise in the price of steel, which is continuously going upward. The construction agencies are continuing to suffer losses and progress of the works is getting affected adversely. We, therefore, request your kind honour to look into the matter at your level, to resolve the burning issue of reimbursement by the concerned works authorities, of the increased cost of steel for the ongoing contracts. We suggest the following remedial measures in this regard:-

(a) Allow reimbursement for the abnormal rise in the cost of steel, as per the Base Rate of TMT Bars, being issued by the office of DG (Works), CPWD on monthly basis, for all the ongoing, as well as, the new works, as an interim measure, till such time the anomaly / mis-match in the WPI of steel and the prevailing market price of steel, is removed.

(b) The matter be taken up with the Ministry of Commerce & Industry (Deptt of Industrial   Policy and Promotion) at highest level for publication of WPI of Steel based on the timely updated prices of steel items from the producers.

(c) Alternatively, the concerned Work Authorities, may issue steel to the construction agencies for the new contracts, till such time market price of steel get stabilized. 

7. We request an early action in the matter, at the Ministry level, in the national interest, so that the completion of time-bound projects, does not get affected and also to save construction agencies from getting bankrupt.  We would also like to meet your goodself, at your convenient time / date to explain in person, the grave situation being faced by us in this regard. It will be highly appreciated, if an early appointment is granted please.

With regards,

Yours truly,

(H S Pasricha)
Chairman

Builders' Association of India, Delhi Centre
Encl: As above.

