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RAJYA SABHA 

Monday, the 22nd August, 1994/ 31st 
Sravana, 1916 (Saka) 

The House met at eleven of the clock 
Mr. Chairman in the chair. 

ORAL ANSWERS TO QUESTIONS 

 
THE MINISTER OF STATE OF 

THE MINISTRY OF COAL (SHRI 
AJIT KUMAR PANJA): (a) Royalty on 
coal is levied by Central Government in 
exercise of powers vested under Section 
9 of Mines and Minerals (Regulation & 
Development) Act, 1957. The proceeds 
from royalty form part of the revenues 
of the concerned State Governments. 
The main criteria which are kept in 
view by the Government while fixing 
rates of royalty on coal are—(a) that 
they are conducive to the development 
and conservation of indigenous coal 
resources, (b) that they take into-
account the interests of the coal 
consumers, including coal based 
industries, and (c) that they afford a fair 
revenue to the coal producing States. 

The present average rate of royalty on 

 

coal is Rs. 70/- per tonne, except for 
coal produced in the State of West 
Bengal where the earlier rates 
averaging Rs. 5.30 per tonne are being 
continued because West Bengal 
Government still imposes cess on coal. 

(b) to (d). A statement is laid on the 
Table of the House. 

Statement 
 (b) The prices of coal have been 
revised four times in respect of coal 
produced by Coal India Limited and 
five times in respect of coal produced 
by Singareni collieries Company Ltd., 
since 1.8.1991 when the last revision in 
the rates of royalty on coal was 
effected. 

(c) Yes, Sir. 
(d) The Enhancement in the rates of 

royalty on coal can be effected by the 
Government once in a period of three 
years. Since the rates were last 
enhanced on 1.8.1991 the next increase 
can be effected any time on or after 
1.8.1994. The process leading to such 
enhancement has already been initiated. 
The enhancement as and when decided 
will be notified in the Official Gazette. 

 
SHRI AJIT KUMAR PANJA: Sir, this 

point came up long ago in 1966 
whespreviously it was on ad valorem 
basis as is being now impressed upon by 
the hon Member.   But,  various 
difficulties came 
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up infixing royalty on ad valorem basis, 
i.e. on price basis. So, it was then 
considered—various States also raised 
objections—that it should be on tonnage 
-basis. So, it continued. Then, again it 
has become due for revision on the 1st 
August, 1994; this year. A Study Group 
has been set up to go into details, 
including the claim of the Madhya 
Pradesh Government that it should be 
fixed on price basis, not on tonnage 
basis. 

 

SHRI AJIT KUMAR PANJA: Sir, 
royalty rates are not revised within three 
years. Section 9 of the Mines and 
Minerals (Regulation and 
Development) Act, 1957, a Central 
statute, provides for price increase every 
three years. The previous revision, i.e., 
the last revision, took place on 
1.8.1991. A period of three years has 
expired on 1.8.1994. We formed a 
Committee in January, 1994—not in 
August—to go ito the details. Firstly, 
the Committee has to consult the States 
calling upon the representatives of the 
coal-bearing States to know their 
opinions. Various. States offered 
various opinions. Some States opined 
that it should be ad valorem. Some 
other State expressed the desire that it 
should be on weight basis. Some States 
asked for revision of royalty rates. 

Yet some other States have said, "No, 
don't increase the royalty rates", for 
example, that State of Maharashtra. 
Keeping in view the competition that is 
being faced now, if the royalty on coal 
is increased in such a manner as to be 
very high royalty also, then it will not 
be competitive. The period of three 
years has expired. Now the time has 
come to declare it. As soon as the entire 
thing is finalised—the viewpoints of the 
consumers are also taken into 
account—we will declare it and publish 
it in the gazette. 

 
SHRI AJIT KUMAR PANJA: Sir, the 

question of supplying coal at a 
concessional rate does not arise. The 
rate is fixed for all according to the 
grades of coal. 

SHRI SANATAN BISI: Sir, I would 
like to know whether the Coal Ministry 
has received any proposal from the State 
Government of Orissa to increase 
royalty along with the coal price. 

SHRI   AJIT  KUMAR  PANJA:   
Yes, Sir. 
SHRI DIPANKAR MUKHERJEE: 

As far as the world 'royalty' is 
concerned, either it has to be linked with 
the pithead price or the sale turnover. 
The fact remains that between 1991 and 
1994, the price of coal has been hiked 
by 50%. Does the hon. Coal Minister 
feel, so far as the royalty rates are 
concerned, that the States should not 
have any share in that? 

SHRI AJIT KUMAR PANJA: Sir, 
increase in the price of coal does not 
mean that the Coal India has increased 
its profits. The price of coal is fixed by 
Government or recommendation of the 
Bureau of Industrial Costs and Prices 
(BICP). It revises the price taking into 
account various indices, i.e. increase in 
the rate of power which is required for 
the purpose of production of coal, oil 
consumption, rate which is charged and 
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to   be   given    and "salaries   and    
other benefits to be given to workers. 

SHRI DIPANKAR MUKHERJEE: 
Mr. Chairman, may I correct the hon. 
Minister? The Coal India has made a 
profit of ..... (Interruptions).... 

MR. CHAIRMAN: After the Minister. 
SHRI AJIT KUMAR PANJA: The 

entire increase in the price of coal is 
absorbed by the increased prices of 
inputs. The prices of inputs of 
production of coal have increased. 
Therefore, the Coal India Limited did 
not make any extra profit as the hon. 
Member wanted to say. It is absorbed 
by increase in various inputs. The 
return on equity is not more than 12% 
only. 

SHRI DIPANKAR MUKHERJEE: 
The profit of the Coal India Limited 
has increased to Rs. 350 crores from 
Rs. 151 crores last year. 

 
SHRI AJ1I KUMAR PANJA: Sir. so 

far as the first part is concerned, the 
Main Committee consists of a 
Chairman and three members. The 
Chairman is the 

Additional Secretary, Ministry of Coal, 
the members are—Joint Secretary 
(Coal). 
Joint Secretary (Mines) and Joint 
Secretary, Ministry of Law, Justice and 
Company Affairs. But, Sir, all 
coalbearing....  

SHRI AJIT P.K. JOGI: there is no 
public representative in that. 

SHRI AJTI KUMAR PANJA: But, 
this Committee Consults 
representatives from each of the 
coalbearing States, then the FICCI, the 
Indian Chamber of Commerce, the 
various consumers' fora. In fact, the 
consumers, including the Central 
Electricity Authority, the consumers 
who take most of the coal from Coal 
India are consulted. 

After that, all their suggestions are 
written down, notes are taken, and then 
this Committee gives its finding. That 
is the first part. 

SHRI AJIT P.K. JOGI: You should 
take one M.P. from each of these 
States, namely, Madhya Pradesh, Bihar, 
Orissa and west Bengal which are the 
main coal producing States. 

SHRI AJIT KUMAR PANJA: Sir, 
the suggestion is noted. 

So far as spending the amount of 
royalty in a particular area in a State is 
concerned, it depends upon the State 
Government. The money which is taken 
as royalty from the coal consumers is 
given back to the State. It is for the 
State Government to decide where they 
should spend it, whether in a particular 
area from where coal is taken or in 
other places. 

SHRI PAMESHWAR KUMAR 
AGARWALLA: Mr. Chairman Sir, 
under the Constitution, the minerals 
vest in the States. However, under 
Section (2) of the MMRD Act, minerals 
are supposed to be regulated by the 
Centre. Under Section (9) the royalty is 
fixed. Sir, in the States of Bihar and 
West Bengal there are large reserves of 
good quality cooking coal and non-
cooking coal but the most unfortunate 
part of it is 
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that the State is deprived of its due share 
of royalty because the Coal India and 
subsidiaries are producing the inferior 
variety of coal. The minimum royalty is 
Rs.45/- to Rs.150/-. But, on an average, 
we see the maximum production is of the 
inferior variety of coal. I want to know 
from the Minister whether the Coal 
Ministry is taking any steps to increase 
the production of the better variety of 
coal, that is number one. Number two, a 
minimum royalty is supposed to be paid 
on the area acquired by Coal India. No 
minimum royalty is being paid to the 
States for years together. 

SHRI AJIT KUMAR PANJA: Sir, so 
far as the first portion is concerned, yes. 
Sir. As far as the second portion is 
concerned, the Committee is going into 
this matter of rates of royalty and as 
soon as it is finalised, I would make it 
known because it has to be laid on the 
Tabic of the House. 

SHRI V. NARAYANASAMY: What   
he means is better quality... 

SHRI AJIT KUMAR PANJA. Yes. 
Sir. 

 
"They afford a fair revenue to the 
coalproducing States." 

This is one of the criteria that they 
have laid down. 

 
Am I clear? Earlier. what were they 

getting when the cess system was there 
and now what is the difference? The 
second part of my question is this: The 
royalty system is based on the coal 
produced, but what is happening is that 
they acquire the land. 

And they are not so prompt in starting 

production. It takes years to produce 
coal for various reasons, and I do not 
want to go into the matter. For the coal-
bearing areas which you have already 
acquired, you are not paying even a 
single farthing. What is the total area of 
such land in Bihar? On these two 
points, I would like the hon. Minister to 
reply because, Sir, I am telling you 
from my experience from Bihar that the 
Bihar Government is heading towards 
an economic emergency. If immediate 
action is not taken, then very serious 
things may happen. Therefore, on this 
issue, the Government of India should 
act immediately. So, I would like the 
Minister to reply to these two points. 

SHRI AJIT KUMAR PANJA: Sir, 
when the Bihar Government increased 
the cess and also charged for royalty, 
that was challenged by some 
consumers. And the hon. Member is 
right that the Supreme Court struck 
down that Act which imposed cess. 
But, the Bihar Government and some 
other Governments made a 
representation to the Government of 
India that there is a great loss of 
revenue due to the striking down of the  
Cess Act. So, from approximately Rs.5, 
it went up immediately to Rs.70 per 
tonne. 

SHRI    CHATURANAN    
MISHRA: The shortfall... 
SHRI AJIT KUMAR PANJA: It is 

not a question of comparison. If you ask 
what the shortfall was during the period 
of illegal cess and what the revenue 
was, for that point, we have to get the 
data and find out. But that cannot be 
one of the considerations, But, in order 
to help the State Government - 
concerned, immediately royalty was 
increased, and increased to such an 
extent that there was not so much 
dissatisfaction so far as all States are 
concerned. The second point made is 
that on the acquired land some royalty 
payment should be made because the 
gestation period is five to ten years. Sir, 
the Act passed by this House, says 
under Section 9: "The holder of a 
mining lease granted before the 
commencement 
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of the Act shall, notwithstanding 
anything contained in the instrument of 
lease or any law in force, at such 
commencement, pay royalty in respect 
of any minerals removed or consumed 
by him, by his agent/manager/employee 
or special lessee, from the leased area, 
after such commencement, at the rate 
for the time being specified in the 
Second Schedule." Therefore, royalty 
comes into effect when the mineral is 
removed or consumed. 

SHRI CHATURANAN MISHRA: 
My question is... 

SHRI AJIT KUMAR PANJA: Let 
me finish. This is the power. And this is 
a taxation statute. It has to be construed 
very strictly and accordingly it is being 
collected by the Authority concerned. 

SHRI CHATURANAN MISHRA: 
Sir, he has not made the point clear. The 
point is that they acquire the land. They 
take possession of the land, and the 
States do not get even a single farthing. 
I am not asking him as to what is there 
in the Act. But this act of the 
Government itself is illegal to acquire 
the land and not pay a single farthing. 
This is not in our Constitution. You 
cannot take the land and do not pay 
anything, based on this Act. Why do 
you take the land then? This question 
should have been replied to by you. 
Secondly, it is a very much pertinent 
question because in West Bengal the 
cess system is still continuing. I wanted 
about Bihar. What is the main reason for 
so much shortage of revenue which is 
still there on this account? The 
Government of India should have 
worked it out. As per my information, the 
Bihar Government is not satisfied with 
what the Centre has"given as a royalty 
hike. This is insufficient. So, I have 
raised this question. 

SHRI AJIT KUMAR PANJA: Sir. 
so. far as the land is concerned, whether 
it illegal or not, we' have to go by the 
Act framed by this House along with the 
Lok Sabha. Therefore, we are going 
according 

to the power given to the Government 
and the Department concerned by the 
wisdom of the Parliament. Until the Act 
is changed, what is being done is not 
illegal, and it is within the four corners 
of the statute. Sir, so far as the 
difference of cess and royalty is 
concerned, though it is necessary that 
this difference of whatever is collected, 
is to be given back. 

Sir, what I want to impress upon this 
House is that while considering any 
increase in the royalty, we have to be 
very careful to see that the consumers' 
interests do not suffer. Otherwise, what 
will happen is that the consumer will 
choose to get his coal from some other 
sources where the cost is lower, and 
thereby Bihar will suffer more. 
Therefore, the study group is going into 
the question in detail, taking into 
consideration various factors. 

SHRI CHATURANAN MISHRA: It 
is not at all the consumers' interests. 
Consumers were paying the cess. It 
benefits Coal India. You collect the 
money illegally and then keep it in your 
coffers. How can you do this? This is 
quite illegal. 

SHRI   AJIT   KUMAR   PANJA:   No 
money is collected illegally. 

SHRI     CHATURANAN     MISHRA    
You have collected the cess: it is illegal. 
And you have kept it with Coal India. 

SHRI AJIT KUMAR PANJA: Under 
the orders of the court, according In 
whatever direction the Supreme Court 
has given, everything has been disposed 
of—whether it is the HighCourt  which 
has struck it down or whether it is the 
Supreme Court which has shuck it 
down Nothing has been kept illegally, 
so far my. my  knowledge  goes 


