
Hoisting SAIL, but 
is the Wind Fair?
At a time when ArcelorMittal and Posco have pulled the 

plug on India projects and steel demand is subdued, SAIL 

has ventured on an audacious expansion programme
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ankers are known to be good ne-
gotiators, and it’s logical to ex-
pect their progeny to follow in 
those conciliatory footsteps. 
Chandra Shekhar Verma, chair-
man of Steel Authority of India 
Ltd (SAIL), grew up in Rajasthan 
where his father was a bank 
manager for Punjab National 
Bank. Soon after taking up the 
chairmanship of SAIL in June 
2010, Verma found himself hav-
ing to rely on his bequeathed 
instincts: he had the rather deli-
cate task of downgrading the 
heads of the four large steel 
plants of SAIL from managing 
directors to CEO — without a 
membership of the board. 

“It was an issue of prestige. As 
managing directors, they were 
almost independent and report-
ing to the board,” Verma says. He 
succeeded in getting them to ac-
cept a ‘downgrade’ from manag-
ing director to CEO by throwing 
in a few carrots; for instance, 
they were given the status of 
‘permanent invitees’ to the 
board, which meant they could 
attend board meetings whenev-
er they liked. Of course they 
wouldn’t enjoy all the other 
rights that directors on boards 
do, like voting for instance.  

The re-designations helped 
SAIL prune its board strength 
from 24 to 18 (also aided by a few 
retirements); today it is down to 
17. They also allowed Verma to 
induct the operational heads for 
raw materials and projects on 
the board. 

Building New Bridges
It was indeed a baptism by fire 
for Verma, who had been chief 
financial officer (CFO) at Bharat 
Heavy Electricals Ltd (Bhel) be-
fore he took over as the helms-
man at SAIL. But it’s paved the 
way for some more hard-nosed 
negotiations. At a time when 
Posco has been hitting the head-
lines for pulling out of one pro-
ject (in Karnataka), and still not 
completely decided on its big-

gest bet in India (in Odisha), a 
third one — a joint venture with 
SAIL — hangs in the balance. The 
Korean steelmaker has a memo-
randum of understanding with 
SAIL to set up a 3 million tonnes 
per annum (tpa) steelmaking fa-
cility in Bokaro. 

Verma says while Posco is 
keen on a majority holding in 
the JV, he is doggedly trying to 
make a 50-50 situation work; 
but the imponderables are 
many. Posco’s shaky financial 
position and its determination 
to make the Orissa project work 
may make the SAIL JV inconse-
quential. However, if  it does 
have second thoughts on its 
huge exposure to India via Oris-
sa — which is a $12-billion pro-
ject — Posco-SAIL suddenly 
doesn’t look unrealistic.  

Thanks to his position as CFO 
of Bhel, the steelmaker and its 
men were not unknown to Ver-
ma. As a customer, in the past, he 
had often spent time negotiating 
with the men he is leading now. 
To build new bridges, once he 
came on board SAIL he went one 
step further and gave out his mo-
bile number and email ID to any-
one in SAIL who would care to 
have it. Verma says: “I welcome 
feedback from all employees. 
When I visit the plants, I work 
late and try to meet everyone 
who is waiting to meet me.” 

Proving His Mettle
Verma, who reminds this writer 
that “finance runs in our blood”, 
has a grand game plan for SAIL 
that’s counter-intuitive to the go-
ings on in the steel sector global-
ly. At a time when ArcelorMittal 
and Posco are winding down in 
India, Verma has readied a blue-
print of an audacious plan of ex-
panding capacity by 250% over 
the next nine years, from the cur-
rent 14 million tpa. In part, he is 
responding to prime minister 
Manmohan Singh’s call to the do-
mestic steel industry to reach a 
capacity of 300 million tpa by 
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2025 (from 80 million tpa today). 
That would make India the second 
largest steelmaker in the world. 

Another reason for the ambi-
tious expansion programme is that 
SAIL has to regain lost ground. A 
couple of decades ago, it used to ac-
count for 30% — and during the 
best of times even 40% — of steel 
production in India. Today, SAIL’s 
share has fallen to 18%. Verma’s ex-
pansion plan is an attempt to get it 
back to at least 25-30% levels. 

SAIL’s expansion is pegged on a 
key word from the text book of fi-
nance: ‘leverage’. Verma plans to 
leverage not only SAIL’s low debt 
and strong finances but also the 
twin additional pivots of a large land 
bank (over 140,000 acres between 
four plants) and captive iron ore 
(some 3.5 billion tonnes of deposits) 
to propel the company into the 
league of global players. 

“Whenever I hear about new 
steel capacity, my first reaction is 
negative,” says Nicholas Sowar, 
who is designated ‘global steel 
leader’ at Deloitte & Touche, a 
consulting firm. “Having said 
that, I must add India is a low-
cost producing location and is 
a strategic place to have a steel 
plant. India will also see a 3-5% an-
nual growth in steel demand and to 
be a meaningful player a company 
must have a critical mass. So I like 
what SAIL is planning.”

SAIL is in the process of executing 
an expansion that will take its capac-
ity from 14 million tpa  to 24 million 
tpa of hot metal or molten steel 
(molten steel can be then finished in 
different ways) by 2015. What Ver-
ma has now proposed is a capacity 
expansion to 50 million tpa by 2022.

Steeling Up
Are ArcelorMittal and Posco listen-
ing? Verma hints with almost a snig-
ger that the projects by the global 
steel giants were aimed at cornering 
cheap iron ore and that these com-
panies didn’t seem too serious 
about building steel plants. “No In-
dian player has abandoned plans be 
it us or be it a small player like Mon-

net Ispat,” he declares.
Apart from one new plant in Sin-

dri in Jharkhand, Verma proposes 
to use land within his existing plants 
for the expansion. Four large inte-
grated steel plants (ISPs) in Bhilai, 
Rourkela, Bokaro and Durgapur 
each has around 35,000 acres. Ver-
ma indicates he will explore using 
township land adjacent to these 
plants too for expansion. 

In West Bengal’s Burnpur, SAIL is 
adding a blast furnace that will help 
increase capacity at this plant to 2.5 
million tpa. One of the smaller units 
of SAIL, this old unit formerly 
known as Indian Iron and Steel 
Company or IISCO before it was 
merged with SAIL a  decade back, 
has around 2,500 acres of land; the 
new blast furnace is coming up on 
900 acres.  

“New steel plants have a slim lay-
out,” says Verma. NMDC, the iron 
ore mining company where Verma 
holds temporary charge as chair-
man, is also building its own steel 

plant with a 3 million 
tpa capacity on 
2,000 acres of land 

in Nagarnar, Chhattisgarh. The ear-
lier thumb rule was 1,000 acres of 
land per 1 million tonnes but times 
have changed. Verma points out that 
in Burnpur the old blast furnace and 
other facilities would now be demol-
ished freeing up more land. Similar 
possibilities exist at the ISPs. 

Verma sees the plants in Bokaro 
( Jharkhand) and Bhilai (Chhattis-
garh) turning into major steel pro-
ducers with 17 million tpa and 12 
million tpa, respectively. These 
ISPs have iron and steelmaking fa-
cilities as well as various finishing 
mills for a range of products, there-
by allowing for value-addition 
down the line. 

Smooth SAIL
After land, the second thing going 
for SAIL is iron ore — not exactly an 
easily available commodity, as vari-

ous metal majors will testify. Even 
Tata Steel, which is building a plant 
in Kalinganagar in Odisha, is yet to 
get its allocation of fresh ore depos-
its in that state. SAIL, on the other 
hand, is sitting pretty with deposits 
that can last it for 40 years based on 
its current needs.

Financially, SAIL is well placed 
with a net worth of `42,000 crore 
and a debt-equity ratio of 0.56:1. 
With current debt at ̀ 21,000 crore, 
Verma has the leeway to raise an-
other `60,000 crore before the 
debt-equity ratio hits 2:1, which is 
pretty much the norm for large 
steelmakers. The company has or-
ders placed for equipment worth 
`59,000 crore, of which `46,000 
crore has been spent. 

Virendra S Jain, who retired as 
SAIL’s chairman in 2006, says: 
“Land is a major advantage for SAIL 
and it should use it. However, the 
challenge will be the time schedule. 
SAIL will have to match specific 
product capacities with demand for 
those products and market condi-
tions at the time capacities come up; 
also these projects need to be com-
pleted on time.”

SAIL may have more than enough 
iron ore, but the bigger worry is the 
availability of another key raw ma-
terial which is globally in short 

supply — coking coal (or metal-
lurgical coke).  

Sowar of Deloitte says: “For 
SAIL, metallurgical coke is the big-
ger challenge [than iron ore], as it is 
for all steel plants in India.” SAIL 
has cast the net far and wide for 
coking coal, from West Asia to 
Indonesia.

Global Plans
Verma even talks of a vision of mak-
ing SAIL a global company, with of 
course riders thrown in. “If we get 
cheap gas in West Asia we can set up 
a steelmaking capacity. We were 
looking at Oman but we are yet to 
firm up anything.” SAIL has a joint 
venture for iron ore mining in Af-
ghanistan with Indian private sector  
players and Verma says that, if con-
ditions allow, it will build a steel 
plant in that country in the proxim-
ity of the iron ore reserves in the 
Bamiyan region.   

Apart from SAIL and NMDC,  Ver-
ma also leads Indian Coal Ventures 
and Standing Conference of Public 
Enterprises (SCOPE), the apex body 
for all PSUs. “I am trying to float the 
idea of a holding company for all 
PSUs which will have representa-
tion from the government on its 
board. Then individual companies 
can be free from direct government 
supervision.” 

He adds that Indian PSUs are 
mostly chairman-driven, and rarely 
board-driven, and he envisions a 
scenario in which company man-
agements take directions from the 
board and not the government. That 
is one more audacious plan. 

At 53, Verma has age on his side 
to see through all this and more. 
However, his five-year tenure ends 
in 2015, in two years. He will need 
to get another five-year term — 
which he is eligible for — to execute 
his grand plans. But there are un-
certainties galore. Just one of 
them: in 2015 there may be a differ-
ent government at the Centre and 
a different political dispensation. 
With that, Verma and SAIL’s goal-
posts may change. If not, Verma 
would get his chance to do justice 
to the maharatna tag for this steel-
making PSU.�

13
AUGUST 18-24, 2013 

corporate

Regain lost market share in India

Most of the expansion to happen 

within current plants

Only one new plant planned in 

Sindri, Jharkhand

Capacity to go up to 21 mtpa by 

2014; expand to 50 mtpa by 2022

Shift away from old methods of steel-

making to fully continuous casting

Adopt slim plants that take up lot less 

space and free up land

Increase grades of steel available; 

increase exports

If possible, set up steelmaking 

capacities abroad

MoU with 

Kobe Steel and 

another one with 

Posco for joint 

ventures in India
Enter value-added 

areas like steel for 

submarines, railway 

coaches, light LPG 

cylinders

New products 

such as large 

dimension oil and 

gas pipes and 

CRGO grade 

steel 

Product and service 

joint ventures for 

wagons, passenger 

coaches, tracks 

maintenance, 

titanium and 

power

I am floating the 
idea of a holding 
company for all 
PSUs with 
representation 
from the 
government on 
its board. Then 
companies 
can be free 
from direct 
government 
supervision”

CS Verma, 
Chairman, SAIL

Chairman’s Gambit

Cut board size to 17 
(from 24 a few years 

ago)

Announced 250% 
expansion plan 

Introduced company-
wide branding exercise

Initiated a strong 
resources play for coal, 

gas and iron ore

Gave all employees his 
email and phone 

On the Drawing Board

SAIL plant in Burnpur, West Bengal
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