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INTRODUCTION 

I, thc Chairman of the Public Accounts Committee, as authorised by 
the Committee, do present .on their behalf this Twenty-Seventh Report of 
the Public Accounts Committee (Sixth Lok' Sabha) on paragraph 41 of 
the Report of the Comptroller and Auditor General of India for the year 
1973-74, Union Government (Civil) relating to the Ministry of Supply 
and Rehabilitation (Department of Supply) and Ministry of Agriculture 
and Irrigation (Department of Agriculture) on Purchase of Fertilizers 
from abroad. 

2. The Report of the Comptroller and Auditor General of India for the 
year 1973-74, Union Government (Civil) was laid on the Table of the 
House on the 30 April, 1975. The Public Accounts Committee (1975- 
76) examined the paragraph relating to the Purchase of Fertilizers from 
abroad at their sittings held on 13 and 14 August, 1975 but could not 
finalise the Report on account of dissolution of Lok Sabha on 18 January, 
1977. 

3. This Report is based on the evidence taken by the Public Accounts 
Committce ( 1975-76) and information furnished by the Ministries of Sup 
ply and Rehabilitation (Department of Supply), Agriculture and Imga- 
tion (Department of Agriculture), Chemicals and Fertilizers and Com- 
merce. 

4. The Report was considered and adopted by the Public Accounts 
Committee (1977-78) at their sitting held on 16 November, 1977. The 
Minutes of the sittings of the Committee form Part 11* of the Report. 

5 .  A statement containing conclusions/rccommendations of the Com- 
mittee is appended to the Report (Appendix XXIV). For facility of re- 
fercnce these have k e n  printed in thick type in the body of the Report. 

6. The Committee place on record their appreciation of the commend- 
able work done by the Public Accounts Committee (1975-76) in taking 
evidence and obtaining information. 

*Not Printd. (One cyclostyled toll. I ~ i d  o r ~  thr Table of tlw Hnuw and five cnpir* 
&~.cd in Parliament Library). 



(viii) 

7. The Committee place on record their appreciation of the assistance 
rendered to them iu. the examination of the subject by the Comptroller and 
Auditor General of India. 

8. The Committee would also like to express their thanks to the officers 
of the Ministrics of Supply and Rehabilitation (Department of Supply). 
Agriculture and lrrigation (Department of Agriculture), Chemicals and 
Fertilizers, Commerce, Finance (Department of Economic Affairs and 
Expenditure), Law, Justice and Company Affairs and Minerals and Metals 
Trading Corporation of lndia for the cooperation extended by thcm in giv- 
ing information to the Committee. 

NEW DELHI; 
December 6, 1977. --- -- 
Agrahayana 15. 1899 (S) 

C. M. STEPHEN. 
Chairmart, 

Puhlic Accounts Cornn~itrcc 



REPORT 

CHAPTER I 
PLANNING FOR IMPORTS 

1.1.  The main chemical fertiliscrs used in India are shown be!ow, with 
thc percentage of nutrition contents (v i z . ,  nitrogen or 'N', phosphorus or 
'P' and potassium or 'K') shown in brackets: 

Ammonium sulphatc (20.6 per ccnt N )  
Ammonium sulphatc nitrate ( 2 6  per cent N) 
Ammonium chloridc ( 3 5  per cent N) 
Calcium ammonium nitrate (20.5 to 26 per cent N) 
Urea (46 per cent N ) 

( ii ) Plrospllatic fertilisers 
Single supcrphosphate ( 16 to 2 0  per cent P )  
Triple supcrphosphatc (46  per cent P )  

( iii ) Pot ussic ferfilisers 
Muriute of potash ( 58 to 60 per cent K)  
Sulphate of p ~ t i ~ s h  ( 4 8  to 52 per cent K )  

Ammoniuni phosph:~te sulphate ( 16 to 7 0  pcr cent N and 19.5 to 
20 per cent P)  

I%nmmonium phosphate (18 pcr ccnt N and 16 per cent P). 
C're;~ mmonium phosphate (20 per cent N and 20 per cent P or 

28 per ccnt N and 28 per ccnt P )  
Nitrophosphatc ( 7 0  per ccnt N  and 20 pcr cent P) 
Nitrophosphate with potash ( 1 K per ccnt N. 18 per cent P. 18 per 

cent K or 15 p e r  ccnt N. 15 per cent P, 15 per cent K) 
NPK complcx und mixturcs (different grades with various propor- 

tions of N:P:K, such as, 15-15-15. 14-36-12. 14-14- 
14. 13-13-13. 12-24-12, 12-32-16. 10--2&26. 
etc.). 



1.2. Use of chemical fertilisers in lndia started towards the ena of 
the 19th century in plantation crops like tea, coffee, etc. In the context 
of planned economic development after independence, use of these fertili- 
sers became popular with the Indian farmers. With the introduction of 
high yielding variety seeds of food-crops in the mid-sixties, use of chemical 
fertilisers in India increased to a great extent. From meagre 0.71 lakh 
tonnes in 195 1-52, consumption of fertilisers (in terms of nutrients) in lndia 
went up to 7.84 lakh tonnes in 1965-66 and 26.99 lakh tonnes in 1972-73. 
India is still among the countries with the lowest fertiliser consumption rates 
in the world, though. 

1.3. The extent to which India has been depending on imports of fertili- 
sers can be seen from the following table: 

consumption Import Perrcntagr Valtrr of 
\'ear (Lakh tonna (S+ P-t-B) (Import to lnlports 

of nutrirnts) ronsutnption) (Crows 01 
Kupc-PSI 

1.4. Import requirements are worked out by the Department of Agri- 
culture on the basis of the stock position, estimated requirements ascertain- 
ed from the State Governments and other major consumers, and the esti- 
mates of domestic production prepared by the Ministry of Petroleum and 
Chemicals. These requirements are approved by the Standing Committee 
of Fertilisers and, where necessary, by the Committee of Economic Secre- 
taries. The Minerals and Metals Trading Corporation arranges import of 
fertilisers against rupee payment under bilateral trade agreements. The 
Department of Supply. arranges import from the rest of the world. Pur- 
chases made by the Department of Supply abroad constituted nearly 72 per 
cent of the total purchases during 1970-71, 1971-72 and 1972-73. 



1.5. The following table illustrates how quickly estimated requirements 
for 1972-73 (to be imported by the Department of Supply) were changed 
by the Department of Agriculture: 

Item 
Original 

demand in Subsequent modifications 
March 1972 

(tunncsj 

Urra frorn U.K. and M'nt Europe 82,500 Actual p u r c h a ~  in May 1972 
against modified demand 
was r ,23,ooo tonnes. 

iMuriatc of Potaah from U.K. and West 22,000 Actual purchase against mo di- 
Europe. fiod demand in May 1972 

was 65,000 tonnes. 

Total requirement of Urea 2.73.000 Total purchaae during the 
year against modified dc- 
man& were I 5 .& lakb 
tonnes. 

1.6. Changes in estimates for imports were due mainly to shortfall in 
indigenous production and imports by Minerals and Metals Trading Cor- 
poration from rupee payment areas. The Department of Agriculture stated 
(February 1975) that changes in estimates had also to be made depending 
on availability of foreign exchange. 

1.7. The following table shows the estimates of indigenous production of 
fertilisers in terms of nitrogen (N)  and phosphorus (P) vis-a-vis actual 
production (potassic fcrtilisers are not manufactured in India):- 

Estimates of indigrnous production givm by hlinistrv 
of Prtrolcum and Chrmicals from time 

l'rar to time 

Original Revised Further Actual 
revised production 

- - - - -  -.- .-- .- -- 
1969-70 N: 9.17 8.50 8.50 7.16 

P: Nil 3.10 3.10 2.22 



1.8. The Minerals and Metals Trading Corporation had promised to 
procure, among other things, 7.50 lakh tonnes of urea during 1972-73 from 
East European countries. By June 1972, however, it was evident that im- 
ports during 1972-73 from East European countries would be far less than 
what was expected. In that year actual imports by Minerals and Metals 
Trading Corporation were only 2.65 lakh tonnes. The Department of Agri- 
culture bad observed in June 1972 that with better economic intelligence 
this could have been foreseen and alternative arrangements for import could 
have been made in time. 

[Paragraph 41 of the Report of the Comptroller and Auditor General 
of India for the year 1973-74, Union Government (Civil), pp. 98-1001. 

A. Preliminary observations 

1.9. The Audit paragraph points out that the imports of fertilisers had 
steadily increased from 6.33 lakh tonnes of nutrients (N+P+K) in 1970-71 
to 12.56 lakh tonnes in 1973-74 and that thc percentage of import to con- 
sumption increased from 29 per cent in 1970-71 to 45 per cent in 1973- 
74. The following table furnished. at the Committee's instance, by the 
Department of Agriculture indicates the relevant position in this regard in 
1974-75 : 

'In lakhs tonnes' 

Domestic Production ;January- Drcmbt-r. 1 9 ~ 4 )  1+.,{1fi 

hrcentagc- ol' Impclrts to cunsur~iption 54. b", 

- -- -- - - -- - 
+In 1974-75. ti" Plan cstllnatr of dornntlc prcwlurtion was 18.5 lakir ronnc.\ of R; arld 

5.76 lakb tonnrs of P. Thr. first revised estmatr of dr~rnntir productlnn ~ntrrnatcd bv Pctro- 
Icum and Chrm~cals war I j.o,) lakh timne, of V and 7 . 6 5  lakh tonncu of 1'. .\rtual protluct~orl 
wa, 1 r '85 lakh tonnc- trf 3 and 32- 7 laLh trmncs of I' 

1.10. Since the statistics in regard to India's increased dependence on 
imports to meet its requirements of fertiliscrs, presented a disquieting pic- 
ture, the Committce desired to know the factors contributing to this state 
of affairs. The Additional Sccrctary of the Department of Agriculture stat- 
ed in evidence: 

"At the outset 1 would say that in calculating the percentage of im- 
ports to consumption perhaps it would bc more correct to ex- 
clude potassium. because we do not produce it indigenously; 



it is not available here. So, to get a correct figure of import 
percentage t o  consumption we should exclude that. We have 
made an exercise excluding potassium, which indicates the fol- 
lowing trend. We will also submit it to the Committee. In  
1968-69, the percentage in 61.76; in 1969-70, it is 42.89." 

He added: 

"Roughly, based on these calculations in 1973-74 our percentage of 
import to consumption would come to 35.24 and not 45; in 
1974-75 i t  is 43 per cent. This percentage depends both on 
the estimated requirements and the indigenous production." 

1.1 1. The following tahle, furnished subsequently by the Department of 
Agriculture, indicates the percentage of imports to consumption, in terms 
of Nitrogen and Phosphorus after excludins Potassium. during the period 
from 1968-69 to 1974-75: 

Conrumntinn 11n~w-t of P r ~ r ~ n ? p ~ . =  
of N and I' U and P or importr 

Svar -- - - - - -  - . - - - - - -  to ronstlny-- 
'In 1akl1 tnnri-s t i w  

~q:.i-;,?~ 2 .  ; I  I . ti-, .;. .;R 
. - . .. . - - - - . . . . 

1.12. On the Comrnittec pointiny out that even after excluding the im- 
ports of potash, which were unavoidablc on account of there bring no indi- 
gcnous production. dcpcndencc of the country on imports of Nitrogenous 
and phosphatic fcrtiliscrs hid increawd sincc 1970-71. the Additional Se- 
cretary of the Dcpartmnt of Ap-iculture stated: 

"It  depends on the cdmated rcquircmms which is naturally pri> 
gressively increasing. If the indigenous production does not 
kcep up to estimated production. impon ~ o e s  up." 

1.13. The following tilhlc. furnishd at thc Comniittcc'\ instmcs by 
thc Ministr\ of Petrolcuni & C'hcmicitls (Dr.p:lrtnlcnt of Fcrtiliscrs) indicnt- 
es thc progress madc in increasing the indigcnoul; cnpacit\ for the produc- 
tion of fcrtilisers in the succcssiw Plan priods ; ~ n d  thc actu:~l prcuiuction: 



(Capacity in 'om tonne) 

Period 

Capacity P*oduction Growth of o:, Growth of 
capacity Production ---.------ 

NS P, 0, P, 0 6  1 PI 0, NI Pa 0, 

First Five year Ran 
1955-56. last sear . . . . . . . tl 5 64 80 

Srcond Five yenr Plan 
,1960-61 (last year) . . . . . . . 242 95 @ 
n i r d  Five year Plan 
1965-66 (last Year) . . . . . 548 228 233 

Fourth Five year Pfan 
1973-74 !last year) . . . . . . 1939 560 I otio 

Fifh Five year Plan 
1974-75 (fin year) - . . . . .  1981 560 I 185 



1.14. It would be seen from the above table that there has been a subs- 
tantial gap between the installed capacity of the indigenous fertiliser indus- 
try and actual production. In the light of the increased emphasis being 
placed on reducing the country's dependence on imports, the Committee 
enquired into the reasons for the low capacity utilktion of the indegenous 
fertiliser industry which, prima facie, presented a rather dismal picture and 
the steps, if any, proposed to be taken to step up indigenous production 
so as to reduce imports. The Additional Secretary of the Department of 
Agriculture stated in evidence: 

"Mr.. . . .will be able to answer the question of indigenous produc- 
tion and the plans for improving and increasing the same. As 
far as Department of Agriculture is concerned, I would like 
to assure you straightaway that we are taking steps to increase 
the use of organic fertilisers as much as possible and we are 
encouraging farmers to use compost from the Municipalities 
and so on, so as to try to reduce dependence on inorganic che- 
micals as far as possible." 

The Secretary, hpartment of Fertilisers & Chemicals stated in this con- 
nection: 

"Regarding indigenous production of fertilisers, I would be covering 
it in cxtenso later. I hope to make detailed observations at 
that stage." 

The difficulties faced by the indigenous fertiliser industry and steps taken 
to improve its performance have been discussed by the Committee, in grea- 
ter detail, in Chapter V of this Report. 

B. Estimates of annual requirements 

1.15. According to the Audit paragraph, the estimated requirements 
of fertilisers to be imported by the Department of Supply in 1972-73 were 
periodically changed by the Department of Agriculture. Thus. while a 
demand for the import of 82,500 tonnes of urea from the United King- 
dom and West Europe had been initially placed in March 1972, the actual 
purchase made in May, 1972 (just two months later) against a modified 
demand amounted to 1.23.000 tonnes. representing an increase of nearly 
50 per cent. Similarly. thc actual purchase of Muriatc of Potash from the 
United Kingdom and West Europe, against the initial demand of 2.000 



tonnes (March, 1972), amounted to  65,000 tonnes in May, 1972, the in- 
crease in this case being nearly 200 per cent. The total purchases of 15.08 
lakh tonnes of urea during 1972-73 against modified demands also bore 
no rehtion to the initial requirements of 2.73 lakh tonnes projrctcd in 
March, 1972. The Committee learnt from Audit that the Department of 
Agriculture had stated (February 1975) in this connection as follows: 

"Thc procedure followrtd in the Ministry of Agriculture for assess- 
ing the annual import requirements of fcrtilisers has been to 
estimate a year in advance the annual agronomic requircmcnts 
of fertilisers to support the agricultural production programmes 
of that ycar. Thcsc requirements arc themsclvcs subjcct to 
modifications which might he necessary as a result of fluctua- 
tions in demand due to adverse seasonal conditions, special pro- 
Srammes which may be taken up by the States subs:quent to thr 
initial assessment. etc. The import rcquircments arc worked 
out by deducting the domestic production as estimated by the 
Petroleum and Chemicals Ministry from the total agronomic 
requirements. Howvcr. it has bcen thc experience of the 
Ministry of .4griculture that the actual indignous production 
is far below the estimates givcn earlier hy the Ministry of Pe- 

.troleun~ and Chemicals. The import requircmcnts thus work- 
ed out arc intimated to the Department of Econon~ic Afiirs 
for authorisation of imports and allotment of necessary fore- 
ign exchange. Here again the Dcp;~rtment of Economic Affairs 
authorises imports of quantities less than what has hccn esti- 
mated by the Ministr! and alsc? allot\ foreign exchmgc only 
in instalments. It ma! thuq he seen that there are a number 
of factors which take place subsequent to the original i~sscss- 
ment of import requirements hv the Ministry of Agriculture 
which require mid-tern1 ;tdiustmcn!\ in the purchase program- 
mes. The procedure outlined ithove wits also followed during 
the period covered hy the draft Audit paragraphs." 

1.16. The Committee desired to know the hasis on which the fcrtiliscr 
requirements for 1972-73 were worked out and the reason$ for the wide 
variations between the original and subsequent demands of tlrea and Muri- 
ate of Potash. In a m e .  the Department of Agriculture stated: 

"Fertiliscr requirements of 1972-73 were fin:tlisetl initidly on 27th 
October. 1971 by the Standing Committee on Frrtiliscrs. The 
method adopted to proiect thc rcquiremenrs was to grant 20 



.per cent and 25 per cent increase over the consumption of the 
previous Kharif and Rabi season respectively. Based on the 
requirements projected on the above lines and the then estimat- 
ed domestic production for 1972-73, the import requirements 
were worked out to be 8.69 lakh tonnes of N, 4.06 lakh tonnes 
of P,O, and 3.04 lakh tonnes both for 1972-73. These re- 
quirements were communicated to the Department of Econo- 
mic Affairs on 6th November, 1971, for the allocation of n e  
cessary foreign exchange to effect the imports. 

Since the foreign exchange position was not very happy at that time, 
the Department of Economic Mairs could not release the ne- 
cessary foreign exchange immediately. However, on 2nd De- 
cember, 1971, the latter authorised imports worth $47  million 
from the Rupee payment areas and $ 5  million from the hard 
currency area. An import plan was immediately chalked out 
within this allocation. 

The Committee of Economic Secretaries, which went into the detail3 
of the projected requirements of fertiliser desired at its meet- 
ing held on 7th December, 1971 that a sub-committee should 
go into the projected requirement and evaluate a supply posi- 
tion vis-a-vis the requirement. The sub-committee headed 
by Shri Y. T. Shah, the then Additional Secretary, Foreign 
Trade, recommended in its report dated 13th December, 1971, 
inrer a h .  that demand projection for 1972-73 should be com- 
pleted after allowing an increase of 23 per cent on the previous 
years consumption. The recommendations of the subcommit- 
tee were placed before the Committee of Economic Secreta- 
ries on 28th December. 1971 which, however, suggested a fresh 
look at the demand projections. The Subcommittee after stu- 
dying in depth the consumption trends of previous years sug- 
gested that demand proiection for Kharif, 1972 should be made 
on the basic of 15-20 per cent increase over the consumption 
of Kharif 1971 and for Rabi 1972-73 on the basis of 20-25 
per cent increase over the consumption of the Rabi 1971-72. 
This suegestion was considered in the meeting of the Commit- 
tee of Economic Secretaries in March 1972 and the latter de- 
cided that the demand for fertiliser should he worked out 
on the hasis of 17 per cent increase over the consumption of 
the preceding Kharif and 22 per cent increase over the con- 
sumption d the preceding Rabi. Based on the above recom- 
mcndations. the requirement of 1972-73 Kharif and Rabi 
worked out thus: 

2434 LS-2. 



----- 
f In  lakh todna of nutrier.&) 
N P K 

.- 
Kh~tif, 1972 8.61 2.74 1.99 
Rabi, 1972-73 . '1 95 3'91 . 1 '2a  

-. --- 
Total : 21.56 6.68 3.59 ------- 
1st  revise I estimate of domertic production . 14.03 3.96 NII. 
Import I equirernent . . . . . . 7' 51 2' 72 3' 59'' 

As regards the reasons for the quick changes in the estimates of require- 
ments and subsequent modifications of the demand, the Department stated: 

"The import requirements of fertilisers for Kharif 1972 and Rabi. 
1972-73 originally worked out on 27th October, 1971 and 
communicated to the Department of Economic Affairs on the 
6th November, 1971 were as follows: -- --- - --A -- -- 

(In lakt1 tonnrs c.f 
nutrients) 

W a r i f ,  1972 . . . .  . . 3 . 2 ~  0. (15 
Rabi, 1972-73 . . . . . . .  . . 6 4  2.98. 

Total :. c . 6 1  3' " 
The position regarding availability of foreign exchange in that period 

was very uncertain and prospects for aid and credit for pur- 
chase of fertilisers wpredictable. Hence communications re- 
garding the quantities to be imported during the year had to 
be made from time to time as and when foreign exchange be- 
came available. 

During 1972-73, the MMTC was expected to procure 7.5 lakh ton- 
nes of Urea. In March 1972 they gave an indication that 
they hope to procure only 3.2 lakh tonnes of Urea during the. 
period upto September, 1972. In fact, they succeeded in 
procuring only 2.27 lakh tonnes in 1972-73. The domestic 
production of N originally estimated at 18.2 lakh tonnes was 
revised to 14.05 lakh tonnes and then again to 12.6 lakh ton-. 
ncs. The actual production of N was only 10.60 lakh tonf~es. 
All this necessitated greater impdrts from free foreign exchange 
areas by the Department of Supply. 



On the basis of the position repding availability of credit, the 
. Department of Supply was reqaestkd to make the following 
purchases of Urea from U.K. and West Europe in our D.O. 
No. 119171-MPR dated March 24, 1972: 

Name of Country Credit available Quantity of Urea 
fin million $\ to be vutchasrri 

(in tonnes) 

Holland and Rel~ium . . . . . 1 ' 5  22.500 - 

Simultaneously the Department oi Siipply was also requested to 
purchase 50,000 tonnes of Urea against IDA credit and 75,000 
tonnes of Urea from the free foreign exchange resources. 
Hence additional quantities of fertilisers were purchased from 
U.K., Holland and Belgium by utilising free -foreign exchange 
resources. As a result the total purchases were as follows: 

Name of Countrv Purchased aeainst Ptlrchascd wain 
crrdit free forriqn 

mchanqr 

Italv . 7 .m;1 

UK . . . . . . . 48000 

Holand and Belgium . . , . . 24600 

Total : 79600 43400 

Thus the total purchases worked out to 1.23.000 t o m s .  This po- 
sition would make dear that there was no change whatsoever 
in the requircmmts communicated by the Department of AM- 
cuIture. Additional purchases were made against free foreign 



exchange resources i nd i t ed  to the &partment of Supply simul- 
taneously. 

On a request for purchase of 60,000 tonnes of MOP Special grade 
for Madras Fertiliser Ltd. received from the Department of 
Fertilisers and Chemicals, the Department of Economic Mairs 
desired that the purchase should be made out of the foreign 
exchange allocations already made for the Department of 
Agriculture for import of fertilisers. However, owing to 
shortage of foreign exchange, it was not possible for the De- 
partment of Agriculture to do this. It was proposed to pur- 
chase 22,000 tonnes of MOP Special grade from West Ger- 
many against the German credit of $ 1.37 million (in addi- 
tion to 4,000 tonnes of SOP) through our D.O. No. 1-9171- 
MPR dated March 24, 1972. 

Subsequently Madras Fertiliser Ltd. modified their requirements 
of MOP special grade to 65.000 tonnes. The Department 
of Economic Affairs clarified on 10th April, 1972 that a total 
credit of dollars 4.81 million would be available from West 
Germany. Accordingly, the Department of Supply was re- 
quested on 1 1 th April, 1972 to procure 65,000 tonnes of s p e  
cia1 grade MOP from West Germany. 

The import requirement for 1972-73 was originally estimated at 
8.61 lakh tonnes of Nitrogen (equivalent to 18.8 lakh tonnes 
of Urea) and communicated to the Department of Economic 
Affairs on the 6th November, 1971. As against this require- 
ment, foreign exchange of 47 million dollars was released on 
the 2nd December, 1971 for imports from rupee payment 
areas. A foreign exchange of dollars 5 million was also re- 
leased for imports from free foreign exchange areas. It was 
decided that out of the foreign exchange allocation for imports 
from RPA, 6 lakh tonnes of urea should be imported"and that 
the entire foreign exchange allotment for imports from free 
foreign exchange areas should be utilised for importing 16,000 
tonnes of DAP. 

Subsequently foreign exchange of 46 million dollars was released 
for imports from free foreign exchange areas. The Depart- 
ment af Supply was informed on the 4th April, 1972 that 
out of this foreign exchange allocations, 2.73 lakh tonnes of 
Urea should be imported. In the meantime the Department 
of Economic Affairs authorised an import of additional 1.5 



lakh tonnes of Urea from rupee payment areas p u s  increas- 
ing the total authorisation to 7.5 lakh tonnes of Urea. Sub- 
sequently Norwegian aid for importing 0.4 lakh tonnes of 
Urea became available. Later the West European credit was 
increased from 11.5 million dollars to 13 million dollars. 
This additional credit was utilised for import of Urea (of 
about 21,000 tonnes). Some quantities of ANPs and NPKs 
which are originally proposed to be imported could not be 
obtained and had to be replaced by urea in order to ensure 
that there are no shortages of Nitrogen. Later foreign ex- 
change of 15 million dollars was released for import of nitro- 
geneous fertilisers. This is again utilised for import of Urea 
(of about 2.1 lakh tonnes). Subsequently in view of the 
failure of the MMTC to procure adequate quantities of Urea 
and in view of shortfall in domestic production, it became 
necessary to import larger quantities of urea from free for- 
eign exchange areas. Accordingly, an additional foreign ex- 
change allocation of 13.3 million dollars was made on 14th 
June, 1972 (which could provide urea of about 1.86 lakh 
tonnes). 

As a result of all these developments the total quantities of U.K. 
imported for 1972-73 increased from 2.73 lakh tonnes to 7.45 
lakh tonnes. 

As regards the figure of 15.08 lakh tonnes mentioned in the Audit 
paragraph, it may be pointed out that this figure comprises 
of imports of Urea not only for 1972-73 but also for 1973-74. 

The import requirements for Kharif 1973-74 were worked out on 
the 28th October, 1971. Foreign exchange of 22 million dol- 
lars was released and the import of 1.5 lakh tonnes of Nitro- 
gen authorised by the Department of Economic Mairs  on 4th 
July, 1972. In the FPC meeting held on 14th July, 1973, 
this Department suggested the purchase of 3.2 lakh tonnes 
of Urea for meeting this requirement. The import require- 
ments of fertilisers for Rabi 1973-74 were worked out and 
communicated to the Department of Economic Affairs on the 
28th October, 1971. The import of 8.94 lakh tonnes of Ni- 
trogen were authorised and foreign exchange of dollars 134.1 
million released by the Department of Economic Affairs on 
15th September. 1972. Against this authorisation, this 
Department proposed the import of 11.45 lakh tonnes of 
Urea. Out of the total imports of 15.07 lakh tonnes made 



during 1972-73, imports of 7.52 lakh tames of Urea were 
actually ma& for use during 1973-74. These are as follows: 

- --.- ---- 
Dite of cantractinp Supplier Quintity (M.T.) 

- - - -- 
September 1972 . . . Mexico . . . . ~ ~ , g o o  

January 1973 . . . . Anic. Italy . . 60,000 
I.CI/UK . . . 20,000 

Fe:wlt~rv 1973 . . . . .jap:!n . . . . . ~00,noo ------ - 
Totd : 752,500 

or 
7 '  52 lakh tnnnes' 

1.17. The Additional Secretary of the Department of Agriculture, 
however, conceded during evidence that "in the past, the nature of the 
methods of assessment of the requirement of fertilisers was not very satis- 
factory" (emphasis added). He added: 

"As you are aware, fertiliser is one of the most important inputs 
in our agricultural production programme. It is really an es- 
sential item, for which we should spend any amount of for- 
eign exchange to import, if that becomes necessary, for lack 
of sufficient indigenous production. 

Regarding estimation of total requirements, we have evolved re- 
cently a very scientific method by which we take into account 
the actual consumption in each State and also the level of 
consumption reached in individual States and then by a scien- 
tific method, standardise the acreage and then anow, bassd 
on our experience and our assessment of the progress, they 
are likely to make in the succeeding years, a suitable incre- 
ment on this. We have been able to evolve a method, as 
realistic as we could, under the circumstances taking into ac- 
count the production programme which we need and which 
we have indicated to individual States and thcn arrive at a 
total demand. Thereafter, we check with the Fertilisel: & 
Chemicals Department the indigenous production they anti- 
cipate in the. year of import. After taking into account all 
these things, we arrivc at the total demand of the various ferti- 
lisers required for the import programme of the concerned 
year and also simultaneously approach for release of foreign 



exchange the Department of Economic Mairs who, depend- 
ing upon the availability of foreign exchange with them, give 
credit or free foreign exchange or ask us to get from rupee 
payment countries, as the case may be. 

I n  the past, for the information of this Committee, I may mention 
that there used to be some difficulty in getting foreign exchange 
at one time. Therefore, in the last 14 yeap, if 1 am right, 
they have been good enough to give us a bulk allotment of for- 
eign exchange straightway, which has enabled us to streamline 
and wercome some of the difficulties which we have faced in 
the past in procuring this through the Department of Supplies 
and the MMTC who handles the rupee payment import." 

1.18. Asked whether there was any difficulty in regard to the timely 
placement of demands, based on a realistic assessment of requirements, and 
tge actual procurement, the witness replied: . 

"Some of the difficulties which may arise are only these. While 
we need fertiliser, and this, as you know, depends on the sea- 
sonality and it has to be given urgently after the sowing at 
different stages for the growth of the crop, sometimes due to 
various other considerations, they may ask questions whether 
we need this immediately or can we not wait for some time 
or can we go elsewhere. Then we insist that we have given 
you our indent quite earlier and we want this urgently. We 
also tell them that our crops cannot wait for your convenience." 

1.19. Since the Audit paragraph appeared to indicate that the estima- 
tion of requirements of fertilisers was far from satisfactory which, in turn, 
adversely affected their timely and most economical procurement by avail- 
ing of the best market conditions. the Committee desired to know whether 
i t  was not possible to streamline the procedure for assessing the require- 
ments more accurately. The Additional Secretary of the Department of 
Agriculture stated in evidence: 

"As I mentioned. . . .we have evolved in the last two years a mote 
scientific method and as realistic a method as possible. We 
take every State and find out from them the best consumption 
level of the season as they would like to indicate to us. Then 
we take into account the agronomic dosages recommended by 
fhe experts in the Ministry. In many cases they do not always 
come up to the recommended dosage which is quite high. 
Therefore, we take the actual consumption level of a high-yield- 
ing variety and then standardise the acreage in respect of other 
non-high yielding crops also which take lesser inorgnic ferti- 



lisers. Thus we come to the actual dosage and then allow a 
certain increment based on assessment by our experts of the 
possibilities of that increase being achieved by the concerned 
State. Then the whole thing is added up. That gives us the 
total requirements based on the production programmes. Then 
we check up with the Department of Fertilisers and Chemicals 
the indigenous production anticipated by them. We deduct 
this and then come to the conclusion that the balance will have 
to be imported. Thereafter we approach the Economic Affairs 
Department for foreign exchange. In the past, the Economic 
Affairs Department, because of the various constraints in the 
availability of free foreign exchange and credits, used to re- 
lease either credit or free foreign exchange, as the case may be, 
or sometimes tell us to get from rupee payment countries 
which procurement is done by the MMTC. As you rightly 
pointed out, these figures, even after this exercise, change. 
That is because of the shortfall in the indigenous production 
from time to time. As you would have noticed from the figures, 
there have been considerable variations and these put us into diffi- 
culties." 

Asked whether such periodical revision of the estimates of requirements did 
not create problems in procurement, the wimess replied: 

"Our Department is helpless in the face of the assurance given by the 
Ministry of Petroleum and Chemicals: when we have an as- 
surance from the Ministry of Petroleum and Chemicals, there 
is no point in our insisting on an upward revision of our im- 
ports." 

1.20. As regards the periodical revision of the estimates of indigenous 
production, the Secretary, Department of Fertilisers & Chemicals stated: 

"In order to arrive at a correct position, we have to have three 
parameters. Firstly, we muqt have a clear understanding of 
what will be consumed in the country. This may or may not 
be based on growth rate, this may or may not be based on 
agronomic considewtions; often it would be based an the 
mood of the peasants, the pricing policy in respect of fertili- 
sers and various other factors. Therefore, the first judgement 
which has to be made is what is the quantum of ferilisers 
which wiil be actually consumed by the peasants. I may point 
out that this is, by no means, an easy task. Recently when 
we had gone for the meeting of the International Commission 



on Fertilisers, we were tdd that in most of the developing 
countries and, for that matter, even. in developed countries, 
they were not finding it easy to estimate the fertiliser consump- 

. tion level in apiculture. By and large, I would say, what the 
Ministry of Agriculture is doing is quite good in international 
circumstances. But there is, in the nature of things, a certain 
amount of uncertainty. This is the first parameter. The 
second parameter is the one with which I am direetly con- 
cerned-proper estimation of the fertiliser production indi- 
genously. We would not hesitate to concede that, aver the 
past six to seven years, the estimations have not been accu- 
rate emphasis added). I think that at a later stage of the 
proceedings, in answer to several questions, we will be able 
to analyse what precisely went wrong and what corlective 
action we are now taking so as to ensure that we could make 
forecasts which, under any circumstances, will be fulfilled and 
which will take place. The third parameter, I would suggest, 
is the availability of fertilisers and their price abroad. I d o  
not think that one can make a simplistic assumption that 
having worked out the demands of fertilisers and the indi- 
genous supplies position even assuming that these two can be 
made very accurately, the balance would be made 
available without hesitation by the Department of Eco- 
nomic Affairs. You will appreciate that last year-in the last 
18 months-the international price of fertilisers shot up to 
such an exorbitant level that our bill went out of our control. 
I should imagine, therefore, that there is some constraint also 
from the foreign exchange angle about how much can really 
be given." 

1.21. Explaining, at the Committee's instance, the c o r n t h e  mea- 
sures taken to ensure a more satisfactory and realistic forecast of annual 
requirements of fertilisers. the Joint Secretary (Inputs), Department of 
Agriculture stated: 

"Sir, I would just mention something on the general assessment of 
the total agronomic requirements. Mr.. . . .had also mention- 
ed that this is the first and the most important factor which 
also determines the quantity of imports and the foreign ex- 
change which is required; upto 1970, there was no problem 
of availability of fertilisers. It was only a question of per- 
suading the farmers in all the States to take more and more 
consumption of fertiliscrs. and we in the Acriculture Ministry, 
had been assessing the consumption of ferilisers with reference 



to what the State Governments have arfL;d for. Upto 1970, 
the figures given by them were very inflated ones and it was 
also an irrational demand because the Stete Governments 
merely went by the recommended doses without any referenca 
to levels of consumption in the State. It was, therefore, felt 
that the Ministry of Agriculture should themaehes assess the 
requirements, even after the demands have been placed by the 
State Governments. From 1970, we were mainly giving an 
ad hac increase over the consumption levels which were 
achieved in the States-it was an ad ha: increase of 25 per 
cent over the previous year's consumption. Tbis was now 
found to be a little irrational. There was a Committee of Secre- 
taries appointed under the chairmanship of Shri Y. T. Shah. 
They studied the trends of consumption and various other 
factors but still came to the conclusion that it was enough if 
we increase by a certain percentage over the Kharif consump 
tion and a certain percentage increase over the Rabi consump- 
tion of the previous seasons. This was really a formula which 
was adopted to arrive at an agreed figure. The Committee 
of Secretaries agreed to 17 per cent increase in the Kharif 
and 22 per cent increase in Rabi. We followed this formula 
in assessing the requirements for different States for the Rabi 
of 1972 and the Kharif of 1973. But we found that many . 
States were protesting against this method, because they felt 
that it does not take into account the fact that some States 
could even achieve a much higher level of consumption be- 
cause they were starting with low levels of consumption. 
This was so particularly in the eastern States. These States 
felt that the formula would give a bias in favour of States 
which had already progressed far in respect of fertiliser con- 
sumption. So. the whoIe question was gone into once again. 
It was felt that the best method of ret'ionalising the assess- 
ment of requirements of fertilisers would be to link it to the 
production programmes which were proposed and also the 
levels of application which had been reached in each State. 
So, the Ministry of Agriculture, in consultation with the State 
Governments, evolved a formula which had been bricfly re- 
ferred to by Mr. . . . .by which we allowed, the States to 
choose the best consumption scason. We, then take the 
coverages achieved in that season under different crops-high 
yielding and 'nowhigh yielding-and standardiscd the whole 
thing and by dividing the total consumption in the season by 
the total coverage, we arrived at a dosage figure actually reach- 
ed in that seagon in that State. Then we allowed a differential 



rate of increment on this dosage, e.g., at the rate of 5 per 
cent in tbe case of Punjab and an increment of 20 per cent in 
the case of Assam. Then we ask the State Governments to 
indicate the coverage under the different crops which are pro- 
posed to be taken up in the season under consideration. This 
is checked with the Planning Commission figures--Craps Divi- 
sion figures-to see that the State Governments have not in- 
flated their coverage figures. And then we multiply the total 
coverage proposed to be taken up in the coming season with 
the dosage rates which we have arrived at earlier. That is the 
figure arrived at by us for the requirements of that State. Then 
we total it for all the States. That is how the agronomic re- 
quirement to support the agricultural programmes of the com- 
ing season is decided for the entire country." 

The witness stated further: 

"Mr. . . . .'s point is that this may not really be an achievable tar- 
get, because that is based on the production estimates and 
what the State will have to do in order to achieve these pro- 
duction targets. But. if we merely go by what consumption 
has been achieved in the past by all the States, then there would 
be a lot of difficulty because, as you know, in 1972 and 1973, 
the consumption was artificially depressed because there was 
no availability of fertiiisers. So, if we just went by the con- 
sumption in these years. when we achieved 28 l a b s  tonnes 
of consumption in 1972-73. how do we propose to achieve 
36 lakhs tonnes of consumption in 1975? I would only say 
that in these two years. the consumption would have been 
much more if there were no constraints of availability. During 
1974, that is. last year. the position was this. The actual 
consumption was lower than in the previous year. Consump 
tion was not even 26 lakh tonnes. There were a variety of 
factors. 8 States had adverse seasonal conditions. There was 
steep price increase; there was inadequacy of credit. There 
were lot of distribution bottlcnecks and there was the permit 
card system. Therc were a large number of constraints which 
applied last year. Merely to go by the consumption level for 
current year and therefore production would come down. The 
answer to that is t~ remove in the current year the hottlcncclis 
which depressed consumption and to relate consumption level 
to production targets which we have set for ourselves and the 
coverage under different crops that we have set for ourselves. 



This is the basis on which agronomic requirements are worked 
out, which is related to actual coverages proposed to  be taken 
under different crops in States and also the actual level of ferti- 
liser consumption reached to each State. This is a realistic 
method of formulating the requirements. 

Two committees were appointed to review the basis for assessing 
requirements. One was under my Chairmanship, with a few 
representatives of the States. This formula was to be agreed 
to by the States. Developed States said that their require- 
ments should be first met: since they have already established 
infrastructure. This is regarding States like Punjab, Haryana, 
etc. Developing States said we cannot be penalised because 
we have not been able to achieve in the past this high level 
of consumption. So we were not able to arrive at definite con- 
clusion. The Ministry of Agriculture set up another committee 
under Mr. Sivaraman's chairmanship; this matter was gone 
into with the Planning Commission and Mr. Sivaraman wrote 
that in the context of easy availability of fertilisers there is no 
need to go into the finer details and that the formula already 
adopted by Ministry of Agriculture could be adhered to. We 
are now going by this formula." 

A note furnished subsequently in this regard by the Department of 
Agriculture is reproduced in Appendix 1. Copies of the reports of the Shah 
Committee and the Anna George Committee referred to above were also 
made available by the Department. A note indicating the methodology em- 
ployed for collecting data on consumption of fertilisers, furnished by the 
Department to the former Committee, is also reproduced in the Appendix 
11. 

1.22. The following statement, compiled from the information made 
available by the Department of Agriculture. indicates chronologically the 
manner in which the estimates of requirements for 1972-73 were periodi- 
cally revised: 
~ j - 1 0 - 1 q 7 1  Fertilisrr rrqltirrmcnta of 1972-77 finalirrd hv the Standing Com- 

mittee on Fertilisrrs hv granting ?no:, and ?s".', incrrasr ovcr 
thr cor.rumption cf the prrvious Kharif and Rahi scnsons rrr- 
peetivrlv. 

6-1 1-1971 . . R ~ u i r m r n t r  rommc~nirntnl to Drpartmrnt of Ecnnnmir Anairs 
for allo~atior~ of nrrclrane fnrriar~ rxrhar~sr fnr impnrtr. 

2 - I Z - I ~ ~ I  . . Tmwrtn worth s 47 millions from Ruprr Pavmrnt Arcat and $ 5 
millicnn from Hard Currcnrv Arew Authnris4. 



28-12-1971 

7-3-1972 

March 1972 

, Sub-committee's recomrnendationr placed hefore Committee of 
Economic Secretaria which, howevcr, ruggated a frarh look 
at the demand projections. 

. Sub-Committee ruggeated that the demand projection for Kharif, 
I 72 should be made on the basia of 1 5 1 0 %  increase over the 
dharif, I 971 colvumption and for Rabi I .  72-73 on the basis 
of 19-2 5% increase over the consumption luring the precedin g 
Rabi Season. 

. Committee of Secretaries decided that the dcmand for 1972.73 
should be worked out on the hasis of 17% increase over the 
consumption of the preceding Kharif s e w n  aud 22% increase 
over thr preceding Rabi consumption. 

1.23. Since this appeared to indicate that the method of assessment of 
fertiiiser requirements was changed a number of times within a short period, 
which inevitably led to unrealistic estimates, the Committee desired to know 
whether this could be considered satisfactory. Conceding that the methods 
of assessment of requirements were not very satisfactory' in the past, the 
Additional Secretary, Department of Agriculture reiterated that certain 
corrective measures, aimed at ensuring a more accurate forecast of require- 
ments, had since bcen taken and informed the Committee that the require- 
ments worked out on the basis of the revised formula, referred to earlier by 
the Joint Secretary, were not being gone into by various committees as in 
the past but were being accepted. He added: 

"The only other exercisc that is done after this is. we ascertdin from 
the Department of Chemicals the indigenous production. We 
deduct it and put that as the dcmand required by the Agriculture 
Department for achieving the production targets. rhereafter. 
due to changes in indigenous production or non-availability 
from rupce pymrnt  countries or foreien exchange constraints. 
the actual yurchases fall short at a particular stage during the 
import year and again it increases when the avai1:tbility is 
better. This is tire phenomenon you observe in the wrious 
Audit paras." 

1.24. In view of thc fact that the requirements of fertilisers for the year 
1972-73 appearcd to have been finalised only in March 1972. the Com- 
mittee desired to know how it was ensured that the peasants got their ferti- 
lisers in time. The witness stated in evidence: 

"There is always ii carry-over s t ~ k  of 10 to 20 per cent for such 
cmerpcncies. In thesc years. the constraint has been !hat pur- 
chases had to be made at different stapes during :he import 
year depending on the credits available from various countries. 
At the bottom of page 99. the entire thinc happened because 
me Supply Department could actually go in for purchases only 
depending on the availability of credit or free foreign exxchmp 



at that time. This is Why there is difference between actual 
quantities indicated initially for purchase and the actual pur- 
chases made later." 

1.25. The following statement furnished hy the Department of Api- 
culture indicates the foreign exchange allocations made, from time to time 
during 1970-75. and the dates on which these were made available: 

--- 

Y car Date of dlocntion of Amount Total 
foreign evchanqe alloca+ed 

- -. . -- 
*This corutitutcr the revised and final a1loratic.n as against the oriuinal allrrrhc n cd $ r fp. I 5 

milHorw. 



1.26. The Au#it paragraph points out that the estirndes of indigenous 
produetitioa of fertilisera had been pertbdiC&y d 4 e d  by the Ministry of 
petruleurn and Chemicals. Thus, f i r  instance, the o!igimal estimates of 
14.20 lakh tonnes of Nitrogen, expected to be produced during 1971-72 
hart- been revised later to 13.20 lakh tonnes and further revised to 11.90 
lakh tonnes, while the actual production amounted tb only 9.52 lakh 
tonnes. Similarly, as against the original estimates of 18.20 lakh tonnes, 
revised estimates of 14.05 lakh tonnes and further revised estimates of 
12.13 lakh tonnes, the actual production of Nitrogen in the country during 
1972-73 was only 10.60 lakh tonnes. The indigenius production of Phos- 
phorus did not also come up to the levels originally eistimated and subse- 
quently revised during tbese years. According to the information furnished 
by the Department of Fertilisers and Chemicals, at the Committee's instance. 
the position in this regard was no better during 1973-74 and 1974-75. ap 
can be observed from the following table: 

(In lakh tonnrs\ 

Year Orizinal Estimates Rmisrd Fstirnatrs Annus1 produrtion 
- 

1973-74 . . . N : 16-00 S: 13.70 N: 1o.60 

P : 1.3'3 S.F. S.F. 

'971-75 . , S:1.jorl X : 12.-o S: 11.85 

1.27. Drawing attention to the wide gulf that appeared to exist between 
the estimates of indigenous production projected by the Department of 
Fertilisen and Chemicals, on the basis of which the import stmtea was 
deternitled often with disastrous results, and the actual production, tbe 
Committee enquired into the reasons for such wide varrations and asked 
whether a more realistic estimation was not possible. The Secretary, 
Department of Eertilisers and Chemicals replied in evidence: 

"We concede without any hesitation that on the basis of the past 
there has been a big gulf between the target and the actual 
production. There are two specific reasons. The biggest single 
reason is that most of tbese targets had been pitched at levels 
which were even higher than the installed capacities at that- 
time on the assumption that new fertiliser projects would actually 



be commissioned. We concede Namrup and the Barauni Mich 
ought to have been cornmissisnod three years ago arc 'still to 
k commissioned. These are two tragic cases. Even the private 
sector plants which have been planned were not commiwioned 
in time. Therefore, the targets themselves should bear no rela- 
tionship to the installed capacities. 

%condly, in the installed capacity itself we have the problems of 
operating at as high a level as possible ind it is for this reason 
that this year we have changed the system and the target which 
has been given is based entirely on capacity which already 
exists, rvhicfi means that we are in a position to monitor a 
system based on actual capacity which exists in the country 
and we have not taken any credit for the plants which are 
likely to be cmnlissioned in the current year. We hope to 
get the additional production but in making the forecast we 
do not want to make any theoretical assumptions that the 
plants will be commissioned on 'X' date. Our experience has 
uot been good enough in the past about the reliability of the 
dates when the fsrtiliser plants could be commissioned either 
m the private sector or the public sector. This has been the 
basic mistake of the past and our assumptions that the new 
plants would be commissioned on 'X' date did not materialisr." 

I-le added: 
"I may say that in cur estimation we take two factors into consider- 

ation. One is what is the produc:ion we can get from plants 
already in operation; secondlry, we have an estimated date 
by which n neu project will go into commission-and here. 
we have gone wrong Last year. for instance, i! was estimated 
while Axing the tzrget that Namrup and Barauni would be 

commissioned, but they were not a commissioned. This year 
we have a target of 15.76 lakh tonnes which we have amount- 
ed based only on the plants which are already in operation. We 
are of course expecting that Barauni and Namrup will be com- 
missioned in the third quarter of this year and will sart  manu- 
facturing. Two private sector plants would also start operating 
in October." 

Thc witness stated furthcr: 
"'The assumption that plants will be commissioned on 'X' dirte has 

been belied in the past. This year we want to make no such 
assumption. Bciore the Cabinet we are placing our e~irnates 
for the currentbyear. We have estimatefthat the current year's 
production will be 15.75 lakh tonnes of nitrogen which is 
catirely balled on the existing plants. I have no doubt that it 



is going to be achieved. I hopc 1975-76, you will see, will be 
the first year in which the target of production will be 
acbieved." 

1.28. A note furnished in this regard by the Department of Pertilisers 
and Chemicals, indicating the basis on which the estimates of indigenous 
production arc worked out and the reasons for the periodical revision of 
the estimates during 1969-70 to 1974-75, is reproduced in Appendix 111. 
Briefly, the following have been enumerated as the factors responsible for 
the shortfall in production targets at different times: 

(i) Power cuts and instability of power systems; 
(ii) occasional labour troubles; 

(iii) breakdown of plaits and equipments; 
(iv) unplanned shutdowns because of unforeseen technological 

dificulties; 
(v) shortage in supply of critical inputs like feedstock and rau 

materials; 
(vi) old and ageing equipment in some of the plants like Sindri and 

Alwaye; and 

(vii) slippage in the conmissioning of new projects. 
A. regards the shortfalls in production ris-a-vis the estimates during 
1973-74 ;~ntl 1974-75. the Department haw attributed these to the following 
factors: 

1973-74: 
"(a) The slippages in the coniniissioning of the new plants and thc' 

difficulties experienced in stabllising production at ihe Durga- 
pur and the Cochin plants which represent our lirst major 
effort towards maxinium indiecnidon. The contribution from 
the new units was only 84.800 tonnes as against n tarset ot 
2.25 lakh tonnes. 

(b) Substantial loss suffered by the operating units on account ot 
the power ccnstrnint, labour trouble. raw n~aterial shortage 
etc." 

1974-75: T-; 

"(a) Additional loss of production at MFL due to continued plant 
shut down which extended upto November 1974: 

(b) Continuing difficulties of the Ko'a piant due to 1n~~11;~nical 
breakdowns, shortage of coal for power eenrration etc ; 

(c) Continued habiiitv of the Durgapur and Cochin plants to stabi- 
lise and achieve the expected level of productions: and 

2434 LS--3. 



(d) inadequacy of power and the instability of the power systems 
which affected several plants in varying degrees; the supply 
of power to Nangal was restricted to 72 M W  from June. 1974 
as against its requirement of 164 MW for optimum produc- 
tion. The Gorakhpur and Kanpur units were also subjcct to a 
50 per cent power cut for about a month during the year." 

1.29. The following table, furnished to the Cdmmittee by the ~ i p a i t -  
mcnt of 1.ertilisers and Chemicals, indicates the extent of loss of producti6n 
on account of various faclors during the period 1969-70 to 1973-74: 

:a) Unplannrd shutclowns 8;, plant 
breakdowns 71' I 62.3 77' 5 2 1 . 5  61.3 

(b) Shortagr of raw material . ;ti. 8 q:i. I < ) 2 .  7 6 I . 0 (ill' ,j 

(d) Power cut/flurtuatior~s/ 
failures . . . 5-  I 44.8 31 '4  h o  7 170' 2 

(F) Design deficiency . 24.2 24'  o -,q. o '2 $2 . ( I  2 " .  0 

(h) Loas in aqrd planu (Esti~na- 
ted) . . . 3 1 . 0  35.6 26. 6 30. ; .13. 3 

{ i i  Othcrs . . 99.8 1 4 . 8  10.3 57.4. 1 3 2 . y t  
-- --- - --- --- 

.tlnciudcs I(M d lo:, thousand tonnrs at Ilaroda dur lo h o d s ,  watrr siilinir), w r w  ~aacttl, 
faiiurr err., at Vizag due to reformrr limitations and ; I !  Yryvrti dew I < )  ,wtJnllSc~i \]ltlt  

downs lor modifications etc. 

1.30. (%lining the steps taken to ensure a more accurate estimation of 
t& idigrmoos produetion of fertilkrs, the Dtpatlmscrt of Fcrtilisers sad 
Chemicals have stated as M~ws:  



*"Arising out of past experience in estimating production of ferti- 
lisers, the Departn~ent has now revised the methods of estima- 
lion for the year 1975-76. The estima$es of production made 
for 1975-76 are based &tirely on the performance of opcrat- 
ing units; no credit has been taken for production that is 
likely to come out of units expected to go on stream during 
the year 1975-76. Even in estimating production from the 
operating units, a suitable provision has been made for likely 
loss in production arising out of known constraints such as 
power cuts/fluctuations, shortage of raw material, labour 
problems etc. 1t is, therefore, expected that the actual produc- 
tion during the year 1975-76 would not vary from the target to 
any appreciable extent. It is, however, proposed t9 take a 
mid-year review in October 1975." 

1.3 1. At the instance of the Committee, the Ministry of Chemicals and 
Fertilisers have furnished on 29 June, 1977 the foliowing statement showing 
the estimates of production of nitrogenous and phosphatic fertiliszrs vis-a- 
vis actual production during 1974-75, 1975-76 and 197677: 

1.32. Explaining the ditference between the estimates of production u d  
actual production of tritropnwls and phosphatic fcrtilisers during 1975-76 

I - . . -  - --.-.-.------._. -._.. - _ ------.. 
v t ~ t r c l  in ,1111lit. 



and 1976-77, the Ministry of Chemicals and Fertilisers have stated as 
follows: 

"It wouId be seen that the original target of production for nitrogen 
in 1975-76 was not only achieved but, in facr, marginally 
exceeded by 2.3 per cent. The position was, however, not satis- 
factory in so far as P205 production in 1975-76 is concerned. 
As against the original target of 3.90 lakh tonnes. the industry 
could produce only 3.20 lakh tonnes. The shortfall in produc- 
tion of P205 was by no means due to any production or 
technical constraints. In fact, the industry was capable of pro- 
ducing substantially more than what it did in 1975-76, but for 
the major n~nrketing constraints which resulted in very poor 
off take of pllosphatics over which this Ministry had no coa- 
trol. Nor was the Ministry in a position to anticipate the 
demand situation which is subject to various irnpondcrables 
Iike weather conditions, purchasing capacity of the farmtr, 
input-output ratio ctc. Because of the poor offtake, there was 
a slowdown in production by some units and a deliberate cut- 
back on production in many other units. This would be borne 
out by the indwtry's showing on phosphatic front in 1976-77 
when the production was exactly equal to the original produc- 
tion target for 1'205, the details of which are given in the 
succeeding parasraphs. 

During the year 1976-77, the production of nitrogen was 19.00 
lakh tonnes as compared to the original target o f  19.5 lakh 
tonnes, the shortfall being only to the extent of 2.6 per ccnt. 
It may be added, however, that the production target fx pur- 
poses of import planning during 1976-77 was kept at 18.5 
l&h tonnes and this targct has been exceeded. 'I?lcrc was, 
thus. no adverse effect of the ovcrall short fall of 2.4 per cent 
in the ~roduction target of 19.5 lakh tonnes on t!le impor: 
planning. Eve11 regwding this o\cr dl short fall of 2.4 per 
cent, it bears merltiorr that the actual production during the 
period April 1976-December 76 was 99.6 per cent. of the 
proportionate target for that period on the basis of t?lc anllual 
production talpet of 19.5 lakh tonnes. It was only during the 
last quarter of 1976-77 that certain unfortunate and unfore- 
seen events happened in four major plants viz. IFFCO. Kanpur. 
Tuticorin md Mangalore and belied the well founded expec- 
tation of the Ministry to achieve 100 pcr cent target of nitro- 
gen production in 1976-77 also. The actual production. as 
stated earlier, fell short of the original targct by 2.6 per cent. 
In regard to phospliatics, howcver, the original production tar- 
get of 4.8 lakh tonnes of P205 was fully achieved. This was 



a direct consequence of the improved offtake of phosphatic 
fertilizer in 1976-77." 

1.33. As regards the steps taken by the Ministry of Che~nicals and 
Fertiliscrs to fix talgets of production of fertilizers accurately, it has been 
staled in the notc furnished to thc Committee: 

"The Ministry noted that in previous years there was a tendency 
to be over optimistic in production target and actual pcrfor- 
n m c e  had invariably fallen short of targets by substantial mar- 
gins. This had an undesirable consequence in the cnlcuiation 
of iudigenous availability and in the planning of imports lo 
niake good the gap. 

Accordingly, this Ministry revised the strategy of tar@ fixation 
and converted it into a system of production pla~iniiig from 
1975-76. A greater emphasis was laid to draw up a produc- 
[ion p!an wgich is achievable with variation of + 2  pcr cent. 
For this purposc, following steps have been taken: 

Production pliin for each production tinit is drawn up  in the 
beginning cd the year in consultation with the ~na~~agernent 
of each of ihc fertilizer plants in public and priv.ite sector. 

Due allowmce is given for the condition of the plant, its 
tcclinological deficiencies, limitations of inputs and utilities. 
modification jobs to bc carried out and its aftcr cffects. 

A careful cximination of the progress of plants under imple- 
mentation likely to be conlmissioned during the year is made. 
In case of any doubt about the co~nnlissioning of the plant 
on due date no credit of production is taken for that unit 
during that yecr. 

Duc consideration is given to the planned shutdowns. their 
duration, nlcnlh of shutdown. jobs to be done, etc. 

From the assessment of production, an over all allowance 
to Ihe ester11 of 5 per cent ismade for all unforeseen shut- 
downs due to labour problems. mechanical breakdowns, 
:midental dzmages etc. 

Production plm so drawn up is cldsely mentioned in the 
Ministry on a weekly basis, analysing the shortfall. if an). 
and the factors inhibiting production. Corrcctive Inensures 
ilre taken to reduce the shortfall in production in the subse- 
quent weeks. Rcvicw meetings are arranged in the Ministry 
and in the plants during the year to identify thc production 
areas and the corrcctivc methods required." 
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1.34. Thc Audit paragrupb also appeared to indicate that on a number 
of occasions, on account of the wide gap between the estimates of indige- 
nous production and the actual production, distress purchases of fertilisers 
from abroad had to be resorted to, often at considerable financial disadvan- 
tage. The Committee, therefore, desired to know whether any study was 
made by Government to determine how far the periodical downward 
revision of the estimates of production had affected the availability of 
fertilisers and timely purchases. Thz Additional Secretary of the Department 
of Agricdtwe stated in evidence: 

"We have not made any regular study as such but when we get inti- 
madon of any downward revision of.production in indigenous 
sector we take urgent steps to inform Supply Department of the 
need for extra purchase." 

1.35. The Conmittee called for details of (i) the number of occssions. 
during the preceding five years, when it becamc necessary to resort to 
additional purchases of fertikers from abroad. (ii)  fie circutnst;inces 
justifying these additional purchases, and (iii) the dates on which the short- 
fall in indigecous prodwtion had becn intimated to the Department of 
A p h l t u r e  3nd the date(s) on which the Department of Supply was ap- 
proached to zrrange for the additional purchases. The following table, 
compiled on thc basis of the particulars intimated bv the Department of - Agriculture. indicates the dates on which the shortfall in indigenous pro- 
duction had been intimated to the Department of Arriculturc by thc 
Ministry of Petioleurn and Chemicals: 

Ycar First rstimatrh Srrond rstin~ntt-< Third rstimatv\ Artrral 
and date and date and date production 



Detail of the opening stock and consu~ption during these years are indi- 
cated in the following table: 

(In lakh tonnra) 

Year Consr~rription Opening stock 
N P N P 

4 regards the steps taken by them, on receipt of intimation that there 
might be shortfalls in the estimates of domestic production, the Depnrrment 
of Agiculture have stated as follows: 

"During 1970-71, wen though the domestic product:on fell below 
the estimates earlier made by the Department of Fertilis:rs 
and Chcniicals, there were sizable stocks of ferti1iser.s which 
servcd as n cushion. This situation prevailed In 1971-72 also. 
During 1972-73. imports were planned assuming a Ievcl of 
production of 14 lakh tonnes of N. However. as soon as this 
Dcparlnlent became aware of thc possibility of thc t1onies:ic 
protluction not reaching this target, the Secretary. Ikp r tmen t  
of Fkonomic Affairs, was addressed demi-officially bv th: 
Secretary (Agriculture) on the 17th April 1972. indicating the 
unlikelihood of dcmestic production not cscceding 12.6 lakh 
tomes and requesting for an additionnl forc i~n  exchange for 
making up the deficit. Thereupon. the Dcpartnicnt of I~connmic 

I 

I 

Aftairs. through their Oflicc Mcmoraorium No. F. 1 ( 10) FEB. 
I11/72 dated thc 2nd Ma!, 1972. released an rtdditional frce 
foreign each.ange of S 15 million to be used for .he import 
of nitrogenous fertilisers. A copy of this lettcr wits endorsed to 
the Department of Supply. This fore'pn cxchm:x ~ V C I S  utilised 
for purchasing the additional quan~ i t i~s  of urca from Europe 



by the delegation which'was already in Western Europe and 
for ilnportirlg urea from Japan. Subsequently, additional foreign 
exchange of $ 13.3 million was released through O.M. No. 
l!lO)FEI?.IIT/72 dated the 1st June 1972 by the Depi~rtment 
( i f  Economic Affairs and a copy was also endorsed to the 
Depanment of Supply. This was ,utilised for the import of 
mea from Japan. and 'South Korea and of CAN f r m  Western 
Europe. 

Rtgerdin? 1973-74. although there was shortfall in indigentrus pro- 
duction of fertilisers, we did not take up the matter with the 
Ministry of Financc (Department of Econonfc Affairs) for rc- 
lease uf more foreien exchanee as the availability position in 
the International ~nnrke! was vcry tight and as the puichasicrg 
agencies could not contract the quantities of fertiliser for which 
foreion exchange was already authorised by that Departmeat 
d ~ r i n z  this year as will be seen from the table given below: 

1.36. The Comniittee desired to know, in respect of the years 1974-75 
and 1975-76 (i) the indigenous production of fertllisers cstim3led and 
communicated by the Department of Fertilisers and Chemicals, (ii) thc 

import rqtrireme\rtc intltnated to the Department of Supply arxl the 



Minerals and Metals 'Trading Corporation, and (iii) whether the quantity 
to be purchased from abroad had to be revised subsequently on account of 
shortfalls in indigenous production. In a note furnished in this regard, the 
Department of Agriculture have stated:. 

"The Plan target of fcrtiliser production for the year 1974-75 was 
put at 15.00 lakh tonnes of N and 4.00 Iakh tonnes of P,O,. 
The agronomic recpirement worked out by the Department of 
Agriculture was 28.22 lakh tonnes of N, 9.15 lakh tonnes of 
P,O, and 5.24 lakh tonnes of K,O. After taking into account 
thz inciigenous product~on targets and the total agronomic 
requirements worked out by this Department in ;onsultation 
with the State Ciovcrnments, thc Ministrp of Finance (Depart- 
ment of Economic Afhirs) released foreign exchange for the 
import of 10.0 1;d.h tonncs of N, 3.5 lakh tonnes nf P20s 
and 4.9P, lakh tcrnncs of K,O and the same was Intimated to 
thc purchasing agencies. The Ministry oT Petroleum and Che- 
micals was Ilopef'd tili June 1974, that the above production 
target would be arhievcd. However. at the end of July 1974, 
the cslin~ate., of production were revised to 1 A . 3  lakh ~cinnes 
of N and 3.5 lakh tonne of P,O,. As against this. the actual 
production durinp 1974-75 was * 1 1.8 lakh tonnes of K and 
3.3 lak;~ tonncs c ~ f  P , O ; .  There was. however, no change in 
the autborised import requirement communicated to the pur- 
chasing agencies, since the availability position in the inter- 
national market uas very tight and since the purchasing agen- 
cies could not contract the quantities of fertilisers which they 
had already been authorised as would he seen from the tahle 
given below: 

{In lakh tonnrs o f  nutrirnts' 

41. S m i r  of ni~trirnt Import q ~ ~ a n t i t v  al~rhori- Qgentitv rnntrarted hy 
X I ) .  .;rd hv thr Dcpartmrnr of purchasing aqrnrirc 

Eccmr~~iiic Affair% 

I .  S .  I l l .  OC) 8 .  n4 



For the yeur 1975-76, the Plan target of fertiliser production was 
15.0 lakh tonnes of N and 4.0 l&h tonnes of P,O, . Tbe 
agronomic requirements as initially estimated were 32.37 law 
tonnes of N, 10.38 lakh tonnes of Eo; and 6.19 lakh tonnes 
of R,O , which were subsequently revised to 25.0 lakh 
tonnes of N, 7.0 lakh tonnes of P, 0, and 4.0 lakh tonnes of 
K 0 . The Ministry of Finance (Department of Economic 

Affairs) released foreign exchange for the import of 10.0 lakh 
tonnes of N, 3.5 lakh tonnes of PIO, and 5.5 lakh tonnes of 
K, 0 which were intimated to the procurement agencies for 
further action. Thrrc was, however. no chang  in the authoris- 
eil impolt requirements already communicated to the purchas- 
ing agencies, since thc nvailahility of fertilisers in the country, 
taking into account thc opening stocks, revised estimates of 
domestic production and imports made. w:ls adequate to meet 
the reduced consumption target." 

1.37. Revcrting;durinp evidence, to the periodical revision of the esti- 
mated requirements of fertilisers. the Committee desired to know why thc 
initial estimates should have bcen so wide off the mark. Th: ~ddi i ional  
Secretary. Department trf Agriculture. sta!ed: 

"This has heal replicd to in repl:r to the questionnaire givcn by the 
Committee (vide par-agraph 1 . 1  61.  The practice prior to two 
years ago was. WC' could ask the Supply Department to procurc 
quantities only dcpmding on thc credit or free foreign exchanpc 
actually available and sanctioned and relcase order givcn by 
the Econoinic Affairs Departmen!. When we mentioned the 
requircmcni of urea :is 82.000 and muria!e of potdsh as 
22.000 tonnes. it is not to bc rcl:~ted to the demand as such, 
but as quanti!ics which we authorisctd the Supply Department 
to procure for us indicating thc various credits available and 
the releases p iv~~n h: the Economic Afiiiirs Dcpartmcnt. In 
our notc, ice h a w  pointed out .  th: I'alinn credit avaihblc was 
for 1 rniliion dollars. Holland and Rel~.ium 1.9 million dollars 
and 1I.K. 3 nlillion dollar.; adding rrp lo 5.5 million dollars 
In addition, we had requested the Supply Depnrtmcnt that they 
should prch;tse for us 50,000 tonnes of urea ;rcainst IDA 
credit and another 75.000 tonnes from free foreign exchanp 
resources, which were also mad*: available. If you add ~ r p  this. 
the to!al comes to 1.23.000 tonncs. 

?hen, vou said that thc lotal requirement of urea was Indic~lcd as 
2,73,000 tonnes whercas the total purchase during the year were 
I5 lakh tonnes. Out of this 15 lakh tonnes, nearly 7.5 lrikh 
tonnes Mere advancc procurement for 1973-74. Actually we 



should relate only the balance of 7.55 lakh tonnes for 1972-73. 
Originally we expected the MMTC t o  procure from rupee 
payment areas nearly 7.5 lakh tonnes of urea, but they men- 
tioned in March or April that they would be able to procure 
no more than 4.6 lakh tonnes. But for various reasons-they 
must have had some difficulties-they finally gave us only 2.6 
lakh tonriet from rupee payment areas. Indigenous production 
came down to 12 from 14 and ultimately to 10. This neces- 
sitated an increase in our purchases from credit and free 
foreign cxcl?ange resources." 

1.38. The Audit. paragraph also points out that the changes in the 
requirements of urea duling 1972-73 were mainly on account of the short- 
fad in indigenous production and in imports by the Minerals and Metals 
Trading Corporation from rupee payment areas. Thus, while 7.50 lakh 
tonne< of urea were to be procured, during 1972-73, by the latter from 
East European countries. the actual imports amounted to only 2.65 lakh 
tonnes. Explaining, during evidence. the reasons for the Corporation not 
fulfilling its commitments in this regard, the Chairman of the Minerals and 
Metals 'Trading Corporation stated: 

"At the end of 1971. there was a particularly difticult time fcjr free 
foreign cxchangc and wc were charged with the task cf getting 
as much ferti!iser r;s possible from East Europe. We sent for 
the tradc representatives and they were pressing us id take 
more and more fcrtilisers from them. We made the estimates 
as 6 lakh lonnes of urea plus I lakh tonnes to corn;. 3s spill- 
over. This is lieu the original t i p r e  of 7.5 lakhs was arrived 
at. But it wils clear ver:; soon that due to adverse  cath her 
conditions and wry big upsurge in the demand in R-c'~t and 
East ~Europc, lhis quantity may not be available. T h y  had a 
very short winter, an early spring and again a fmst. I t  was a 
catastrophk ycnr for agriculturt: in Europe. When sowing in 
:lutumn had riot cornc up. thcy started sprinp sowing. After 
the fmst. t !~v  had a second dressing of urea. So, the deniands 
for fertilis,:rs went up in Europe. %. Poland, Bulgaria and 
Rurnnnin did not offer as much as they had originally indicated. 
It wiis c l c ~  in March that we would g t  only 43 lakh tonnes 
against 7 Iakb tor~ncs and wc imniediately requested the Api-  
culture Departnicnt to make other arrangements. But ultimatel!. 
\\re did not si~cceed in gating even 4i lakh tonnes. Pol,tnd had 
3 mujor accident in a fertiliser plant and there was ;1 blast. 
Bulgaria and Rlmmanin had some shortage of natur'd gas and 
they also stopped supply. In fwt,  I sent two delegations to 
East E u r o p  in that year to find out the exact position. They 
visited the plants and found that the invocation of the force 



majeure clause was justified. We have never had this sort of 
experience with East European countries. They considcr it a 
loss of prestige if they default in any contract. What happened 
in 1972-73 was unique, which could not have been foreseen 
when we forecast the possibility of imports to thcse countries 
and made the contracts. So. there was a furlhcr d~ort:tgc of 
nearly 2 lakh tomes." 

1.39. On the attention o f  the witness bring dra\tn. it1 thi.: cnntc.it, ts 
the observations of the Department of Agriculture (June 1072) ~.cf:r~.cd to 
in the Audit paragraph, that with hctter cconomic intclli:!c~icc thi\ could 
have been foreseen anJ altcrnativc arrangements for import could hnve 
been made in tinre, ho replied: 

"There are two stages. The first stage is that \vRcn \ye wcrc nlahing 
a foreign exchange budget for fcrtiliscrs and wilntcd lo ~mchas:. 
from abroad. \'.!e tooh the usual step of scndirig for coinmcr- 
cia1 representatives to East (European counttics fiild out 
what amount of fertiliser they would supply. %'c h:ld :I sl.itlo\.c: 
of over 1.5 Ir3kl1 toct~cs. We \vcrc' quite c o n f i d ~ ~ ~ t  t11;11 1,: ~i011111 
be able to import 7.5 lakh tonncs. In I)c.c:nihi.r. wC g ~ v c  this 
assurance and wc had evcry reason to belic\.c th:i~ ! h ~ c  esti- 
mates were not inflated ones becntise the E:~st Europ~';tn coun- 
tries were sel!ing lot of fertilisers. All tht. fcrtiliucr journal.: 
in h e  world were predicting a ver;< casy !in>': for Scrtiliscr 
buyers. In 1971, therefore, we acceptcd this cstirndtcs from 
them. 

Thc next stagc came whcn the Ministry of ('ommerce ;~ctually cc>n- 
cluded a trade plan with thew coutltries. When thc ttaJc pla11 
was concluded, we found that thC quantity ag~.ccd to in 1112 
trade plan war about 4.5 lakh tonne, onl!. 1 1  wiis at  this 
stage that wr began to feel some doubt. I made sc i~rch in~  
inquiries when I went to Gencvii to attend a C011fi:rctlc~. 
During this period. the fertiliser prices >I!%> went up H*:re in 
India, consequences of fcrtiliser prices kind fertiliscr :ivailabilit> 
were still to 1x2 understood. In fact, I thought [hilt ihcrc w u l d  
be a change later in that year. It wasalso known ;it th'it linie 
that these bi1o:eral countries were offering a Erei~t dcal of urea 
to western countries as well as to China against free foreign 
exchange. Even smallcr countries were eager to nliilic i t  avail- 
able for free foreign exchange. And rbc prc~duction which 
would have normally been earmarked far India was i1hsorbc.d 
there because bf the early spring which made the icrtiliscr 
season commence 2 months before the usual time. As soon as  
1 came back from Geneva. I wrote to thc Ministry of Agri- 



culture on March 7, 1972 pointing out that the anticipated 
quantities of urea were not likely to be available from East 
European countries as they had disposed of their stock to the 
western countries. 1 Ellso forewarned the Ministry that there 
was a great danger that we might not be able t o  procure more 
than 3 lakh tomes. I t  was ultimately justified bccause of the 
spillover which was there, but even these contracts were not 
fulfilled as there were scries of accidents in the units of those 
countries." 

1.40. Asked whether there was any perceptible lack of warmth on the 
part of the East European countries, who were otherwise known to be fav- 
ourably disposed towards India, during that particular year, or whether their 
rcluctuncc to milkc availnblc larger quantitics of fertilisers could be attri- 
buted to thcir dissntisfnction ovcr the smaller orders placed earlier, the 
wjtness replied: 

"1 do not know how I have given the impression that they were not 
acting cxactly in accordance with the tradition which we h a w  
built up in thc past. It may be bccause I have said that they 
werc collectively bargaining for a better price; but this is a 
commercial instinct which has come to socialist countries; and 
they arc very kecn to get as good a price as they can and they 
cannot sell below international prices. There is no  political 
pricinf. Prices arc never subject to political considerations. In 
the bqinning, thc:v certainly stood firm. At the zame time. 
one of the factors which stood in thc way was that when they 
can find immediate markets, thev dispose their goods. Both 
Romania and Poland had said ;hat due to adverse wcather 
conditions. they must havc a good look ;I! thc fertiliser prcduc- 
tion for thcir o\vn needs Therefore. it :ml; them a long time 
to verify things. I veriti'd the:r difficulties by sending our team 
to two factorics in thcir countries. In these circum~tanccs. I 
don't think there was n lack of warmth. Perhaps they werc a 
little piqued that n c  wcrc not earlier taking sufficient quant~t~es  
from then]. 1-hesc things do ncs weigh in conirner5al t r ~ i s s c -  
tions." 

In reply to another question whether this did not indicatc that :he planning 
of imports of fcrtiliscrs. particularly in relation to those socialist countries 
with \\lion1 India could have long-term arrangements comparatively easily. 
cou!d have and o ~ h t  to havc heen regulated better. the witness replied: 

"I would say that you have read the situation correctly, so far as 
1972-73 is concerned they had certain cconomic .~dvmtapes; 
and they did avail of them. But the ditficul!ies they had. sub 



squently, in fulfilling their contracts, were very real. I refer- 
red to actual contracts which they had made. under which we 
would have got 4.75 lakh tonnes. The shortfall in ?his figure 
i.c. our getting only 2.25 lakh tonnes was due to their own 
difficulties; but this has not at all influenced their supply of 
fertilisers in 1973-74 and 1974-75 when we have bcen buying 
more and more fertilisers from them and they have supplied us 
according to schedule. Of course, we had to bu:~ at intcrniilional 
prices. As you said, we can make long term purcllascs from 
them under 5-year trade plans. And thcrc is indication of a 
tremendous growth of possibilitics of import i'rom these 
countries." 

1.41. A note* furnished on this qucstinn by the Ministry of Colnmerce 
is reproduced in Appendix IV. The Ministry also furnishcci. ;it ltrc COIII- 
mittee's instance. a' copy of thc Icttcr dated 7 March, 197:! 011 thc sub j~ i t  
from the Chairman, Minerals and Metah Trading ('orporation to thc De- 
partment of Agriculture. 

1.42. The Conlrnittce found from the letter dated 7 March. 1972 that 
certain concrete suggestions had been made bjr the Chairman of thc COT- 
poration to overcome the shortfall in the availability of fcrtili3ers. The 
Committee, therefore, desired to know the action tahcn on thess \uygc.stion\ 
by the Department of Agriculture. The additknal Secrctar~ of the Ilcpa~ t-  
ment stated in evidence: 

"Ass soon as we got this information from ~h; .  MMI C'. wc tcwk 
immediate action to intimate the Ikpartnlen! of Supply the 
necessity to go in for higher procurenlcnt in the open rnnrket. 
We took it up with the Dcpartmenr of Economic ,\tS;~irs to 
give us additional foreign exchange-both at thc ol1ici:d as 
well as at the Minister's levels. And we did get foreign cxchnngc 
releases from the Department of Economic Affairs. as follows: 

$15 million on 17th April; $1.5 million on 10th April: ;igaiii 
$ 15 million on 19th April; another $ 15 million on 6 t h  
May: and $13.3 million on 14th June." 

A note furnished subsequently in this regard by the Dcpar!n~cnt or' Agri- 
c ~ l t u r t  is reproduced below: 

"The following suggestions were made by thc Chairman, Minerals 
and Metals ~rading '  Corporation in h!s letter dated March 7. 
1972: 



1. The link deals under the consideration of the Minerals and 
Metals Trading Corporation should be finalised quickly. 

2. Negotiations should be started immediately with Japan and 
other sources of supply such as IC1 and Nitrex. 

3. Additional quantity may be obtained through open tender. 
4. Political pressux should be brought on USSR, Bulgaria and 

Poland. 
The following action was taken in pursuance of these suggestions:- 

(i) The Secretary (Agri.) took a meeting on the 9th March 1972 
to consider barter proposal< of Minerals and Metals Trad- 
ing Corporation. At the instance of Secretary (Agriculture) 
the Additional Secretary, Department of Economic Aflairs 
cleared all the proposals in a meeting held on 10th iMarch, 
1972. However, thc proposals fell !hrou_rh for a varicty of 
reasons. 

(ii) At a meeting of thc Fertiliser Purchasc Cornmittce held on 
25rh March 1972, recognising the urgency of the matter. the 
Committee decided that a delegation may go to Europe, U.K. 
and Japan to arrange early import of further quantity of 
fertilisers. 

(iii) The Minister for Foreign Trade was addressed &mi-offi- 
cially by the Minister of Agriculture requestinc carly actloe 
by the Ministry of Foreign Trade and by MMTC for arrang- 
ing for impor1 against Trade Plan provision and hartcr deals. 
Jt was even suggested that the matter could he raken UP 
with the Ambassadors of cmccmed East E~ropean  coua- 
tries stationed in India. 

(iv) Minister of Supply was addressed by the Minihtrr of A@- 
culture on 10-4-72 that a11 measures should bc taken for 
early import of fertilisers. 

(v) The Secretary. Department o f  Economic .Wairs nas address- 
ed by the Secretary (Agr'cultore) on April 17 requesting 
that foreign exchange may hc immediately released for the 
import of fertilisers to the tune of 15 million dollars. The 
Department of Economic Affairs accordingly released foreign 
exchange amounting to 19 million dollars on May 2. 1972. 

(vi) The Finance Minister was addressed by the Minister of 
Agriculture on 10-5-72 requesting that additional free 
foreign exchange amounting to 90 million dollars may be 
released immediately. Accordingly, foreign exchange re- 
quired for the import of 2 lakh tonnes of urea was allotted. 
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(vii) Chief Minister of Punjab was addressed by the Minister of 
Agriculture on 3-6-72 suggesting that electricity may be 
supplied to Nangal Unit of Fertiliser Corporation of India 

. . to enable the maximum production of CAN." 
1.43. Asked whether any disadvantage in prices had resulted because of 

the upward revision of demand during 1972-73, which would have neces- 
sarily upset the procurement programme, the Department of Supply, in a 
note, have replied: 

"A general worldwide shortage of fertilisers had come about during 
1972-73 due to various factors, such as closure of some of old 
plants, late snow in Europe leading to increased domestic 
consumption of fertilisers etc. The purchases of urea from April 
1972 till about the early part of July 1972, of approximately 7 
l a h  tomes were made at priccs ranging from $ 65 to $ 67 
C&F npprox. Only latcr on for purchases from August 
1972 till February 1973. thc prices accepted werc at higher 
rates. It is difficult at this stage to say whether i t  would have 
been possible to obtain larger quantities during this period if 
the entire forecast of purchases had k e n  given at these prices 
indicated above. The other point of view could bc that i f  the 
entire quantity of requirements had been _riven i t  niiglit have 
led to better planning and bcttcr priccs. 4! this late stage. how- 
ever. this can only be a matter for conjecture. 

Purchases by the Department of Supply werc always made aftcr 
firm indication of quantities and allocation o f  funds." 

1.44. .4t the Committee's instance. the Department of Supply and the 
Ministr~ of Conimerce (MMTC) furnished details cd thc country-wi4e ini- 
ports of fertilisers during the period from 1965-69 fo 1974-75. which are 
summarised* (in respect of all types of fcrtilisers) helou: 

- -  - - --- . 
*Stater?cnts not vetted in ~ i l d i t  
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Qty. Value Qw. 
---------*_ _ -. .- . . . . 

G- . . 
Saudi Arahir . 
Kuwait . 
Qeta t .  . 
Taiwan' . 
South K o r n  .. 
Japan .. 
Mexico 

--- 
Kotr : 

I .  

197t -71 - - - - - - -  
Qty. Value 

1971-72 1972-73 1973-74 '974-75 - - - - - -  - _ _ _ _ _ _  _ _ _ _ _ _ _  ___- 
Value Qty. Value Qty. Value Qty. Value 

@lncludm purchases frcm Tran also. 

The figures of qua~ltit" and value indicated in the cotltrart> from tgti8-fig to 197 1-72 have been worked nut on the banis of ankn p h d  
which are either on FOR/F.ZS or C&F h i s .  

The contracts for the prricxl 1972-77 onwards h a w  k n  indiratrd on C&F/ejtimatrd C&P. 

The  d u n  indicates arr LrPsrd on pricca at the time of the irur of the contract. 





1.45, While the imports during the period from 1968-69 to 1973~74 
ranged from 6.33 lakh tomes to 12.56 lakb tonnes, the imports during 
1974-75 amounted to 14.09 lakh tonnes. The world prices of iertilisen 
were also the highest during 1974-75, almost six times tbe prices prevailing 
in f 971-72. However, paradoxically enough, internal consun~ption of fcrti- 
lisers was the lowest during that ycar (25.79 lakh tomes) as compared with 
the consumption during the preceding three years. The Committee, there- 
fore, desired to know whether this did not indicate that avoidable imports 
were made in 1974-75 when world prices were the h~ghest. The represen- 
tative of the Department of Supply stated in evidence: 

"About requirements, it is only the Agricullure Department who 
could tell us. It looks as if purchases were made anticipating 
a rise in demand and ultimately for some reason or other. the 
demand from the consumers was less." 

The Additional Secretary of thc Deparlment of Agriculture staicd in this 
connection: 

"I would like to mention that the consumption in rhe prcvious year 
was 28 lakh tonnes of nutrients. Even without allowing for 
normal increase, we should have heen in a position t o  consume 
the same quantity of 28 lakh tonnes, but unfortunatciy, as you 
may recall. there were Roods and drought and almost eight 
States were involved in this. Added to this ditficulty, the suddcn 
spurt in the price to an abnormal cxtent also contrihulcd to 
lesser offtake. In fact, the problcn~ of providing adcquatc 
credit for a certain increasc also ccmtrihutcd to lesscr o l l t i ~ l ~  
in 1974-75. T~XSC wcrt  : l ~  fac;t,rs rcsporlsihlc f o r  ltsser 
consumption." 

Elaborating further, the Joint Secretay; (Input). Departnlcnl of Agriculture 
added: 

". . . .as mentioned by Mr. . . . . . . . . e~ght Sta!c\ hdtl wry wvcrc 
drought and flood which had never happcncd in on:: p a r  
together earlier. For example, Gujarat d ~ d  no! l i f t  cven onc 
tonne for Rabi and Kharif, which could riot huvc h e n  anti- 
cipated. If the season acre normai and hiid wc not prov~dcd for 
th~s,  we would have hecn in great difficulty." 

1.46. Asked whether, by a more realistic assessnicnt of rcquircnlcntP 
and also by  king in10 account the stocks carried forward from 1973-74. 
it would not have been possihlc to avoid the import of rt suhstantirll quantity 



+t very high prices, particularly in vkw of the fact that a surplus of 2.61 
hkh tonnes was available at the end of 1974-75, the witness replied: 

"This ' is the availability as on 1-2-1975. There was a heavy stock 
at the beginhing of 1975 because of the lack d adequate con- 
sumption in the previous Rabi for the reasons already men- 
tioned. When the Agricultlrral Ministry came to be aware of 
this, by that time most of the contracts had already been entered 
into. We did write to the Department of Supplies and Mines 
aiid Metals Carpbradan that even if the imports had been 
finalised, whether the arrivals could be rescheduled to delay 
them, because we could not have anticipated such a high 
pending stock position." 

1.47. The Committee drew attention, in this connection to certain press 
reports which pointed out that as a result of persisting with imports even 
when the estimated consumption levels did not matetialise, there was an 
unexpectedly heavy accumulation of fettilisers throughout the country and 
enquired into the factual position in this regard and the steps taken for 
the disposal of the large inventories. A note furnished by the Department 
of Agriculture in this regard is reproduced in Appendix V. 

1.48. A statement furnished by the Department of Agriculture, at the 
Committee's instance. indicating, in respect of the period 1969-75, (i) the 
opening stock of fertilisers at the beginning of each year, (ii) the estimated 
requirements during the year. (iii) indigenous availability. (iv) purchases 
from abroad. (v) quantities distributed and (vi) carry-over stock at the end 
of the year, is reproduced in Appendix VT. 

1.40. To another question whether the import requirements for 1976-77 
had been tinalised. the Joint Secretary (Inputs). Department o f  Agriculture 
replied: 

"We have not yet finalised the exact figure though we have requested 
Department of Econon~ic Atfairs and they have made advance 
ad hoc allotments. This is k a u s r :  last year we ran up against 
several constraints in the conwnip~ion of fertilisers many of 
which we are trying to correct during thc lasr about 8 n~onths 
by the reduction of prices. increasing the distribution marsins. 
removal of distribution bottlenecks and increase of credit 
:rrrungements for distribution. So. now the consumption st.J\,ln 
has started from July. ue  would like to makc .I review of th-. 
consumption trends as n result of all these corrective nieasiircs 
which have been taken by Sspten1br.r-0ctobr.r when we uill be 
able to more or less finaliw ..:1 rt'rtlistic estin~atc of N hat would 
be the figure of imports which would be requircd for the next 

year. For this year-all the imports have been tindised and there 



ia no problem. We would like to watch how the consumptioa 
has picked up and based on the latest estimate of the indigc- 
nous production which has been given for the next year, we 
would be able to finalise the exact figure of imports for next 
par." 

1.50. Consumption trends which determine the demand influence, to 
a very large extent, planning and strategies for the purchase and stock- 
piling of .fertilisers. Though the consumption of fertilisers (in ternis of 
nutrients) in India increased, as has been pointed out in the Audit pimi- 
graph. from a meagre 0.71 l a b  tonnes in 1951-52 to 7.84 lakh tonnes in 
1965-66 and 26.99 lakh tonnes in 1972-73, India is still among the coun- 
bies with the lowest fertilisei consumption rates in the world, as would he 
evident from the foUowing table. which indicates the fertiliser consump 
tim per hectare, in India and some other countries of the world. in relation 
to the arable land and population in 197&7 1 : 

EN0,bt . . - 
nrnmark . . 
France . . . 
Poland . . . 
Swcdcn . . . 
Alwtria . . 

Rrlgictm . . . 
Scthrrlar~cls . . 
C n i t d  Kingdom . 
Yt~qodavia . 

.Vw1hGnirnl .4mrr i~a . 
U n i ~ r d S t a t ~ s .  . 
Ganatla . . . 

Il..I'.S. R. . . 
Asi. . . . . 



Fertilizer , Per capita 
conrumption consumption 

per hectare 

1.51. The targets of consumption of fertilisers in India envisage4 
during the Fourth Plan period (1969-70 to 1973-74) and the actual 
achievements were as under : 

i I n  Iakh tonnn of n~~rrirnts,  
. . . . - . .  ..... ... - ...-. 

The Fourth Five Year Plan had envisaged a 27 per cent mpound rate 
o f  increase per year in the coosumpti011 of fertilisers in the country. How- 
ever. as against this target, the actual cmsumptian growth achieved warn 



only 15 per cent in 1968-69 and 1969-70 (as against the rate of 
40 per cent achieved in 1967-68), 14 per cent in 1970-7 1 ,  I8  per cent in 
1971-72, 4.5 per cent in 1972-73 and 0.005 per cent in 1973-74. 

1.52. The targets of consumption proposed in the Fifth Plan period 
are indicated in the following table: 

It will thus be seen that by the end of the Fifth Five Year Plan, the con- 
sumption of fertilisers in the country is expected to rise from 4.4 million 
tonnes in 1974-75 to 8.0 million tonnes in 1978-79. According to the Annual 
Plan for 1975-76, the consumption of fertilisers was expected to be around 
25 lakh tonnes of nutrients during 1974-75, and thc targets for 1975-76, 
based on local availability from domestic production and imports was 
expected to be 36 lakh tonnes. 

1 S 3 .  Outlining, at the Committee's instance, the measures taken to 
increase consumption of fertilisers and to educate the average farmer on 
the advantages of using chemical fertilisers for achieving increased produc- 
tivity, the Department of Agriculture have stated: 

"The usc of chemical fertilisers on a signilicant scale started in 
1952. Thereafter there has been a steady increase in the 
consumption of fertilisers. The introduction of High Yielding 
Varieties showed a real breakthrough in fertiliser consumption. 
The growth in consumption of fertilisers during the period 
from 1966-67 to 1971-72 has been really remarkable, the 
consumpdon g ~ i n g  up from 7.57 lakh tonnes of nutrients in 

.. . 1965-66 to 26.21 lakh tomes of nutrients in 1971-72. The 
: '  4 

consumption of fertilisers in 1972-73 and 1973-74 was 
seriously hampered owing to shortage of fertilisers in the 



. . . c o ~ t y ,  Th d ~ ~ t i c  ptaducti6fi fell far below expectations.. 
. . to mn-avdtibilit). in the ihternational market and steep 
. , rise id prbes, impbrts 6f fertilisers m l d  also not be made to 

the extent rquired. The situation of Shortage in fertilisers 
availability continuad right upto Dccemkr 1994. 

with effect from October 1973, a new factor came into play. a 
KWl t  of shortage of fertilisers n the w-arld market !he price of 
fcrtiliscrs h the international market rose steeply. The cost of 
production in the country also wedt up considerably owing to 
increases in the cost of fuel, feed-stock and labour. As a result, 
t8c pricer of fertillsers had t o  he increased first in October 
1973 and then in June 1974. As a result of t h e  two in- 
crtam the prices of fertiliscrs almost doubled. This had an 
adverse etfect on consumption, which was accentuated by 
unfavo~rable weather conditions in 1974-75. In as many as 8 
States there was either floobor drought. There was a serious 
shortage of power which reduced the area under irrigation. 
thereby bringing down the consumption of fertilisers. Thc 
area under agricultural irrigation also went down. In somr 
parts of the year shortage of diesel oil was dso observed. As 
a result of all these, the consumption of fertilisers went down 
from 28.4 in 1973-74 to 25.79 lakh tonnes in 1974-75. A 
large number of corrective steps have already been taken to 
rcverse this trend and have been enumerated in detail in the 
note on item 6. (Vide paragraph 4.1 on 'Distribution of 
Fertilisers'). 

It has been recognised that steps should be taken to encourage 
fcrtiliser consumption, particularly among small iarmers, un- 
irrigated cultivators and cultivators in backward areas where 
consumption of fertilisers is very low. With this end in view, 
a fcrtiliscr promotion scheme was launched in the Fourth Plan. 
A post of Commissioner (Fertilisers) was created and a series 
of demonstrations were organistxi to encourage the use of 
fertilisers. Unfortunately. during the last phase of the scheme. 
there were acute shortages of fcrtil\sers and a paradoxical situ- 
ation arose in which, while wc wcrr not able to provide ade- 
quilte fertiliscrs to farmers who deserved fertilisers. efforts were 
quate fertilisers to farniers who deserved fertilisers ctforts were 
k i n g  made persuade cultivators to use the chemical f~ r t i -  
liscrs. The scheme was. therefore, not approved for continu:lncr: 
in thc Fifth Plan. 

With the relatively easy availability of fcrtilisers for t h ~  past 6 
months or so, renewed efforts are being made to s t i m a t e  
fcrti]iser consumption. All constm%ts il? d . ~  offtake of ferti- ' r 1i-r~ have bear remaved and both dluhg the Zonal Confee 



rences held in July 1975 and in the meetings held by the 
Minister for Agriculture b d  Irrigation with the State Chid 
Ministers, considerable emphasis has been placed on using thc 
extension machinery for promoting the use of chemical ferti- 
lism. The States have taken up a large programme of demon- 
strations plots, village level demonstrations and block levd 
demonstrations in order to bring home to the cultivators the 
advantages of chemical fertilisers. In @e .State of Punjab, the 
bonus on wheat is being paid in the form of fertiliser coupons. 
In the State of Maharashtra, up to 20 per cent of the prices are 
being paid in the form of fertilise~. ,911 this &w resulted in 
increased consumption of fertilisers. Targets of fertiliser con- 
sumption for each State have been fixed d / ~ ~ i n g  the Zonal 
Conferences and many States have in turn fixed targets right 
from the district level down to the village level. Responsibility 
for fixing the targets has also been placcd on the functiona- 
ries at the various levels. 

With the idea d persuading small farmers to use fertilisers. a 
scheme is in operation in areas covered by the small farmers 
development agency and marginal f a m e n  and agricultural 
labourer agencies for granting subsidy on fertilisers to the ex- 
tent of 50 per cent for a period not exceeding 2 seasons. to the 
extent of Ks. 100. The movement of fertilisers to remote 
areas such as Jammu and Kashmir, Northeastern regions. is 
subsidiscd by the Central Fertiliser Pool by taking certain d- 
heads as rail-heads and hearing the cost of trwspon right upto 
that point. The cost of transport from the main-land to the 
Andaman and Nicobar Islands and the cost of transport from 
the last point outside Sikkim to Sikkim is also subsidised entirely. 
The Fertiliser Corporation of India have also recently agreed 
to bear the cost of transport to remote areas in the North- 
eastern region in the same manner as the Pool. 

With a view b encourage fertiliser consunlption in backward a m  
a larger increment is given to such areas, as compand to the 
inure progressive sueas. The increment allowed for Punjab 

is 5 per cent and for Tamil Nadu 6 per cent. On the other hand. 
the increment allowea for Jammu and Kashmir, Himachal 
Pradesh, Orissa and Madhya Pradesh is 17 per cent and for 
Rajasthan, Assam and other States and Union Territories in 
the north-eastem region is 20 per cent. '%crease in fertilisen 
consumption is also linked up with the supply of other inputrr 
and with the development of improved amiculture in general. 
For chis purpose, various schemes are being taken up for in- 

, & areas under irrigation and for a timely and 



adequate supply of seeds and insecticides. The Directorate of 
Extension have aIso taken up programmes for popularising 
modem agricultural practices and for encouraging the use of 
fertilisers in general and in particular the balanced use of 
nutrients." 

1.54. A recent study on 'Fertiliser Consumption in Indian Agriculture' 
by Shri A. Seshan (Deputy Director, Banking Department, Economic Divi- 
sion, Reserve Bank of India), published in the inaugural issue of 'Reserve 
Bank Staff Occasional Papers' (Volume 1, Issue No. 1, June, 1976), point6 
aut that though consumption of fertilisers in the country increased from 
2.94 lakh tonnes in 1960-61 to 28.39 lakh tonnes in 1973-74, "the fertili- 
ser consumption targets were never realised to the full extent in any of 
the Plans indicating that they were always on the higher side," as would 
b;r evident from the following table indicating the targets and achieve- 

ments in consumption of fertilisers under the Five Year Plans: 



(In thoumnd tonne)  . 





Source: Fertiliser Statistics, The Fertilisers Association of Indis, Now 
Delhi for cols. 1 to 6. 

1.55. This view is also rainforced by another article entitled 'Ftrtili- 
ser consumption, Price-the Major Constraint' by Shri K. P. Sundaram, 
which appeared in the 1 November, 1976 issue of 'Economic Times', 
wherein the author observes, inter alia, as follows: 

"An analysis of consumption pattern of the three basic nutrients, 
i.e., NPK from 1970-71 to 1974-75 shows that six States, viz., 
Andhra h d e s h ,  Tamil Nadq Gujarat, Maharashtra, Uttar 
Pradesh and Punjab alone accounted for over 65 per cent of 
the total consumption of fertilisers in all the five years. Natu- 
rally these six States cannot go on increasing their consump- 
tion for the law of diminishing return will set in after a cer- 
tain level is reached. The recent study of the Agriculture 
Ministry also shows that about 45 per cent of the total ferti- 
liser consumption was limited to a mere 55 of the total 370 
districts in India." 

1.56. The following table indicates the contribution of the six States 
referred to in the article to the consumption of fertilisers in the country: 

Qujarat . . . . . 161 179 212 I gti 

Maharashtra . . 1 84 218 1 99 26 I 303 

Uttar Pradesh . . . 41 468 519 4 a  410 

Percentsgc r~mumption by thr six 
Stater the total all-India an- 
ri~mptian . 69 68 67 66 64 



1.57. As has bctn pointed out in the Audit paragraph, while the im- 
port requirements are worked out by the Department of Agriculture oa 
the basis of the stock position, estimated requirements ascertained from 
the State Governments and other major consumers of fertilisers, the in&.- 
genous fcrtiliscr industry is the responsibility of the Ministry of Fertilisens 
E Chemicals. Similarly, while purchases from abroad were handled both 
by the Department of Supply and the Minerals and Metals Trading C o r p  
ration, the responsibility for marketing and distribution of fertilisers has 
been entrusted to the Department of Agriculture and the State Governments. 
'Ibe Committee, therefore, desired to know how integrated functioning was 
possible amidst this apparent diversity and whether it was necessary to have 
M) many agencies dealing with this subject. The Secretary, Department 
of Fertilisers & Chemicals stated in evidence: 

"Factually as things stand today, what the hon. Member says is 
correct to a certain extent. . . . We are charged with the duty 

. . of looking after investment policy and production of fertilisers 
in the country. This does not mean that we dissociate oursel- 

- ,  ves . . . . we are interested vitally in the marketing. sale and pri- 
cing. We are concerned ahout imports. We will not be in 
an advantageous position if there is gap between production 
and import policy. There is now a system of coordination in 
the Ministry of Petroleum and Chemicals. The Ministry of 
Agriculture which bears the main responsibility for marketing, 
distribution and pricing policy. They act as representatives of 
the consumer and farmer interest. There is inter-ministerial 
coordination. As you know 15 years ago there was very little 
production of fertiliser in the country. Today we have the 
situation involving domestic producers. One of the steps is 
improving coordination. We have reduced the number of au- 
thorities dealing with the subject. This has been done by a 
recent decision of Government. MMTC would be handling all 
imports. So. cuch steps hove been taken and this is in the 
right direction." 

1.58. Asked whether there was a workable liaison and coordination bet- 
ween the various agencies involved in the production. purchase and distri- 
bution of fertilim. the Additional Secretary, Department of Agriculture 
replied: 



The Joint Secrefnry (hpUts1, I)epartrSant of &&Wure added in this 
=connection : 

I 

"1 would just like lo mention that in regard lo problems d finance' 
concerning foreign exchange, problems bf estimating the re- 
quirements of fertilisers correctly or even the cstimate-s of in- 
digenous prduct ion to see whether they are realistic or not,' 
several times the Cabinet Secretary has conveded meetings and, 
gone into these matters and taken decisions with the represen- 
tatives of the Ministries concerned, regarding the foreign ex- 
change availability, as to whether dilute fertilisers have to bc 
purchased, whether indigenous production should be stepped 
up and so on. Man- meetings have beeh convened by the 
Cabinet Secretary. Whcncver there was any kind of apparent2 
lack of co-ordination in regard to problems concerned with 
apiculture, we have removed that gap. Wc could get you the 
datcs on which meetingb have bcen held. a number of them. 
in a year, just to effect :his co-ordination on points where there 
has been some difficulf? elthcr in regard to foreign exchange 
availability or about taking measures to step up  indigenous 
production or where the question of assessment of requirements 
needed a review." 

1.59. To mother questioi~. in this contcxt. whctlicr ,:uch unending se- 
quence of meetings and consulta!ions, which oitcn pro~:cd to be infructu- 
ous and appeared to Itad to onl\; at) Iloc and teinprary solutiins. was 
really necessary. thc Secretary, Department of Fcrtiliscrs & Chemicals re- 
plied : 

"In the case of the fertiliscr industry, wc have an unfortunate situa- 
tion where the indusxy d o c s  not rcicr to .one single Ministry- 
and I should like to draw a distinction here. My own Ministry 
deals with ,petroleum. in which case the petroleum import 
policy. pricing policy, marketing policy, investment policy and 
production control are all under thc Dcpartment of Petrolcum. 
If you look at fertiliscrs. we havc the Department .of Fertilisers 
and Chemical.; (which I head ) which deals with indigenous 
production. Thcn. vou havc the Ministry of Agricul!ure which 
deals with .marketink and pricinc! and consumers' interests and 
fntnln-- Then you havc the D-partmcnt of Supplv which $11, 

, . .  
now was in charge of imports from free fbreign kxchnnge,areas. 
Then you havk the Ministrv of Commcrcc and its instrument. 
the MMTC, which deals with impor' from eastern Eurone and 
Communist countries. Tn this situation. quite oWduslY same 



mechanism of inter-Ministerial co-ordination has to be in ope- 
ration. If all the functions were ultimately merged in one 
Ministry there can be better co-ordination." 

On the Comniittee observing that it was a most unsatisfactory state of 
affairs that even at the Fifth Plan stage, one had to wait for coordination 
to take place while committee after committee took ad hoe decisions on 
whatever desultory information had been collected, the witness replied: 

"When the diviiion of functions takes place between different Minis- 
tries, it is inevitable that there has to be inter-ministerial co- 
ordination." 

On the Committee pointing out that the coordination claimed to exist 
ought to work in actual practice, the witness replied: 

"I agree." 

He added: 

"With due respect, I do not think. we would concede that there is 
lack of coordination. The fact that we are meeting so often 
indicates that a t  least the Ministries want to sit together and 
wan! to reach common conclusions." 

To another observation of the Comn~ittee that everything had to be 
justified by rcsults and that the results achieved so far could not be consi- 
dered very satisfactory, the witness replied: 

"We concede that." 

1.60. The indigenous fertiliser industry has, no doubt, grown impressively 
with its installed capacity for the production of nitrogenous and phosphatic 
fertilisers increasing from a meagrc 1.49 lakh tomes at the end of the First 
Five Year Plan (1955-56) to 21.99 lakh tonnes at the end of the Fourth 
Five Year Plan (1973-74). The Committee, however, find that while the 
capacity for the production of nitrogenous fwtilisers had increased by 184.7 
per cent, 126.4 per cent and 253.8 per cent respectively during the Second, 
Third and Fourth Plan periods, actual production was only 40.5 per cent of 
the available capacity in tbe last year of the Second Plan (1960-61), 42.5 per 
cent in Be last year of the Tbird P h  (1965-66) and 54.6 per cent in the last 



Year -X .' of .. the . h w t J ~  . . . P h  (1973-74). ,. . SidMy, in mped of phosphatic fertiC 
h~,  qvm ,the capacity dmhg these lthree Plan periods increas 

msbiively by 48.4 . p r  . cent, 140.0 per cent ayd 145.6 per centJ actual 
~ ~ d a c t i o n  amounted to only 54.7 per cent of the capacity in 1960-61, 48.7 
per cent in 1965-66 and 57.7 per cent in 1973-74. On account of the wide 
gap behwen installed capacity and actual production on the one hand and 
between production and estimated demand on the other, the country has 
been dependent to a very large extent on purchases frpm abroad. Imports of 
nitr.ogenotrs and phosphatic fcrtilisers have, thus, steadily incressed from 
5.09 lakh tonnes in 1970-71 to 11.65 lakb tolnnes in 1974-75, when the 
proportion of imports (cxclnding potassic fertiliseirs which have to be neces- 
sarily imprted es they are not produced indigenously) to consumption was 
as high as 51.78 per cent, after having come down to 25.20 per rent in 
1970-71 front 61.76 per cent i,n 1968-69. Correspo,ndingly, the v:alue of 
imports have also been progresshely on the increase since 1971-72. (While 
purchases from abroad of rdl varicbivs of fertilisers cost the country Rs. 90.23 
crorrs in 1971-72 as against Rs. 163.00 crores, Rs. 116.77 crores and 
Rs. 95.87 crorcs cluri~rg each of the preceding thrce years, purchases vahed 
at Rs. 118.81 crores, Rs. 183.49 crores and Rs. 402.45 crores were made 
respectively during 1972-73, 1973-74 and 1974-75). The extent of the 
countrfs dependeace on hnports in the recent past ~vould also bc evident 
from the Fact that while the inve5tnnents made in the indigenous ferfiliser 
industry (public sec!r!r) during the five year period from 1970-71 to 1974-75 
t~tallrd RF. 531.35 crorcs. the fertiliser import bill during this period 
amo:::i :.-! :r :a large n smn as Rs. 890.85 crores, 2nd in 1974-75 done, the 
import bill (Rs. 402.45 croresj was more than double the investment (Fb. 
200.88 crores) in the public sector for augmen!ing indigenous produc- 
tion of fwtilisers. 

1.61. These statistics serve to emphasise the imperative need for cxer- 
cising groat care in planning for tbe imports o.f a vital commodity, which 
is known to be acutely sensitive to world demand, supply and price trends, 
and for ivolving a sound and rational import strategy which would enable 
purchases being madc at the proper time and at the most advantsgeous 
prices. Unfortunately, howcver. sw would be seen from the facts disclosed in 
the foregoing paragraphs as well as from some of the specific cases of pur- 
chaw discosscd later in thin R e p 4 ,  it appears that there had been no 



y * o q c  @aq* in % p*t on nLbb a raPd import i ~ t e g y ' c o u d  have 
&,drtepind, as a cmrqucnce of r ~ k h  .recwnre M otrs 49 h. Ld 
to dietress purchases at inopportune moments, when ma- ccllnCllliti011~ were 
unfavourable, to bridge the gap between demand and prod~etion. It also 
appears that imports were persisted with even when the estimated demands 
and consumption levels did not materialise, resulting in purchases in a 
falling tnarket at abnormally hi@ prices and avoidable inventories and 
accumulalion of stocks. 

1.62. In the Committee's view, the failure of the strategy hitherto 
adopted for the purchasc of fwtilisers from abroad is mainly attributable to 
the ~rnreliable and u~ursdentific estimation and projection of consomption 
and demand, indigenous production and requirements, leading to periodical 
changes and adjuslments in the purchase programmes ~ h i c h  proved to 
have been, in the ultimate analysis, defrimental to the country's financial 
in4eresls. 'l'hc C'ommittec haw been infchrmed that the annual import re- 
qnircmcnts of Pcrtiliscr\ are worked out by the Department of Agriculture 
by deducting the domestic procluction, as estimated and communicated by 
the Ministry of P~troleum and Chemicals, from the total agronomic rtquire- 
meats, which in turn :we estimated a year in advance, of fertilisers to sup- 
port the agricultural prorluctio:~ programmes of that year. The require- 
ments thus rompaied arc intinluted to the Department of Economic Affairs 
for rtuthorisation of the iaapor!~ and allocation of funds. That Department. 
in turn, dcprndieg u p r  the mailabilit? of foreign exchange rusonrces, 
approves the prlrrhahes either azai~nst free foreign exchange or against f0re ip  
aI.1 or crudit or Trot11 Rupec Paymen! Areas under bilateral trade agree- 
mcnh. While d l  this sounds simple enough, the Committee 5nd that in 
actual )vncticc, ihere were aide variations between the consumption levels 
estlrxlotcd iui".~nUy aud actunl consumption and off-take and betw~uil the 
estiotPtcs of indigenous p ~ d i d i o n  intimated by the Minjstry of Petroleum 
and Chemicals and actual production, as a result of which the import re- 
quire~ments = assessed by the Department of Agricultute had mostb been 
wide off the mark and far removed from realities. 

1.63. For instsnrc, the Con~n$ttee find that the estimates of fertilisrr 
consumptiun levels, which forms the basis for assessing requireme* nrd 



p h d q  for import, have never been realitad to the fall e m t  M c h  would 
indicate that these were pcrhaps optimisik and on the high side. Thus, durinrg 
1969-70, 1970-71 and 1971-72, while the agronomic requirements ef 
nitrogen and phosphorus had been estimated at 23.00 l a b  tomes. 27.50 
lakb tonnes and 28.00 lakh tmnm respectively, actual consumption was 
only 17.72 lakb tonnes, 20.20 lakb tomes and 23.36 l a b  tonnes. A 
similar trend is discernible in the subsequent years also and during 1972-73, 
1973-74 and 1974-75, the nctw11 consumption of nitrogen and phosphorus 
was respectively 24.21 lalib tomes, 24.80 lakh tonnes and 22.51 lakh 
tomes as against the estinlates of 30.00 lakh tomes, 34.10 lakh tonnes slid 
39.10 lakh tonnes. Similarly, there were wide variations between estimates 
and actuals during this period in respect of potassic fe r t i e r s  also. That 
the projections made in this regard were unreakitic is also borne out by 
the following observatio~is contained in the 'Fourth Plan Mid-term 
Appraisal': 

'Tertfliser co~~surnption . . . . has not increased as planned. The 
targets are not likely to be reached The likely consumplion of 
loitrogenous fertilisers in 1973-74 is now reckoned at 2.60 mil- 
lion tonnes (IS) as against the original target of 3.20 million 
tonnes 0. Against the Plan target of 1.4 million tonnes 
(P2OS) for phosphatic fertilisers, actual achievements are likely 
to bc around 0.8 million tonne (P205)." 

The draft Fifth Five Year Plan also refers to the shortages in the achieve- 
ments of fertiliaer consumption targets. 

1.64. Thougb it was contended during evidence by the representative of 
the Department of Fcrtilisers and Chemicals that an estimation of fertilisers 
wbich win be actually consumed by tbe peasants is "by no means nn easy 
task", and that when even developed c w t r i e s  were not finding it easy to 
estimate the fertiliser consumption level in agricultore, what the Depart- 
ment of Agriculture was doing was "quite good in international circum- 
stances*, it has nevertheless been conceded by the representative of the 
Depertmed of Agriculture that "in the past, the nature of the methods of 
assessment of the requirement was not very satisfactory". Admittedly also, 
upto 1.970, the Departmemt had been assessing the collsamption sf ferti- 
lieas with reference to wbat the State Governments had asked for and the 
Bgures of consumption intimated by tbe State Governments were "very 
iniiatcd ones" and tbeir demands 'irrational*. The Committee have also 
been told in thii context that the State Governments merely went by ihe 
recommended doses without any reference to levels of consumption in the 
State. Even after the Department of Agriculture Usemselves assumed the res- 

ponsJbrity sobseqoentiy of assessing tbe reqdrements, the practice till 



1971-72 was to allow an ad hoc increase of 25 psr cent over the consumptio~ 
Pchieved in the States in tha previous year, which was a h ,  according to the 
wlhe~s  %and to be a little h t h a l . "  

1.65. The Committee find that it was only in respect of the require- 
ments for 1972-73 tbat serious attempt to assea the requirements on a 
more realistic hasis was made far the first time, in December 1971, when a 
sub-committee, under the chainanship of the then Additional Sawtary, 
Ministry of Foreign Trade, was appointed to go into tbe requirements pro- 
jeoted by the Department of Agriculture in October 1971 and to evaluate 
the supply position vis-a-vis requirement. This sub-committee, after study- 
ing the trends of consumption and various o,ther factors, also came to the 
conclusi@~ that it wodd suffice iE the requirements were worked out after 
allowing a certain percentage increase over the consumption of the previous 
Kharif and Rabi seasons and accordingly recommended an increase of 23 
per cent over flae previous year's consumption. However, on the Committee 
of Secretaries suggesting a fresh look at the demand projections, the sub- 
committee recommended, in March 1972, that the projections for Kharif, 
1972 be made on the basis of an increase of 15 to 20 par cent over the 
Kharif, 1971 consumption, and for Rabi, 1972-73 on the basis of an increase 
of 20 to 25 prr cent over the consumption during the preceding Rabi 
season. The Conimittee of Secretaries, which considered these recommenda- 
tions, appears on the  contra^ to have adopted a safe course when they 
decided that the demand for 1972-73 should be warked out on the Basis 
of 17 per cont increase over the consumption of the preceding Kharif 
season and 22 pw cent increase over the preceding Rahi consumption, as 
against t11e increments of 20 per cent md 25 per cent respectively over the 
cansllmption of the previo,us Kharif and Rabi seasons recommended earlier, 
in Octoinr 1971, the Standing Committee on Ferfilisers of the Depart- 
ment of ~~riculfare". 

1.66. Thst lhis elaborate exercise spanning $nearly six months did not 
also produce the desired results would he evident from the figures of csii- 
n~ated requirements and actual consumption quoted earlier in parazraph 
1.61 (In 1972-73, actual consumption of fertiliwrs was only 24.21 lakh 
tomes of nitropcn and plhosphons as againsci the estimated demand of 30.00 
lalch tomes). The representative of the Wpartment of Agliculhare also 
admitted during evidence that "this was really a formnla which was adoFed 
t~ arrive ~t nn agreed figure. As has been pointed out earlier. the tendncv 
appears to have been to base future projections on the recommended doses 
wifhout, however, taking into account the fact that the farmers do not alwavs 
use the full recommended doses. and herein lies the root cmse of the 
inflated estimates of fertilhw con~uMIpti0n for the f u f m .  Resides, 
as has been rightly pointed out bv a recent (June 1976) studv bv 
the Reserve Rank of India on 'Fertiliser Consumption in Indian A@- 
culture', the preplan levels of consumption of fertilisers were so low 



ferbiliser mnmmption, by and large, is accomted for by certain pockets in 
vat'bw.p;lll.ts d tkk! aMmhy W4th favourable cohdi:ions for its use and even 
as it mclms a mar 8aturrt&,n level at the existing level of teclmolo~ and 
rrlatcd factors fie kipt ion '  and cost-price relationship the scope for fur- 
ther gcmtb is rither limited." Unfor-unately, however, the availability of 
c o a r p l e m e ~  inpets Iilre'creiBt and irrigation on wbicb the use of ferti- 
lisem depends to a k g e  extat  does not als:, appear to, have been taken 
into account while making demand projections. Yet another variable factor 
wliich'stems to have been lost sight of is the variation in soil-crop complex- 
es from place to place. In these circumstances, it is not at all surprising 
that the estimates made from time to time had gone away. 

1.67. It would, therefore, appear prima facie tbat inflated conmnptioln 
figores bad been assumed somewhat mechanically and not on the basis of 
any sound stafistical data leading to unrealistic forecasting of demand and 
requirements, which also bad its inevitable impact on the import programme. 
It would also appear that Government bad played excessively safe and 
erred on the side of liberalism in planning fertiliser imports and lhat some 
of the imports could well have been avoided by a more scientific and realis- 
tie assessment of requirements. The Committee are of tbe opinion tbat 
greeter care could and ought to have been exercised in planning for the 
import of an item like fertilisers instead of adopting ad hm measures. 

1.68. Tbe Committee bave, bowever, been informed that certain cor- 
rective measures aimed at ensuring a more accurate forecast of require- 
ments bave since been taken and that "a very scientific melhod" has been 
evolved recently to arrive at the total demand by linking the assessment 
to tbe actual consmnption in each State and also the level of consumption 
reached in hdividual States and to the agricultural production programmes 
of the States. Under this method, which was adopted for the assessmeni of 
fertilisrr requirement for Rabi, 1973-74, the area under high yielding 
variety programmes, non-high yielding variety cereals and other commer- 
cial crops is taken into consideration separately and the requiremenis cum- 
puted in the following manner: 

(i) An option was given to tbe State Governments to select the best 
fertiliser season since 1969-70 as the base. 

(ii) The area under Merent crops in a State was standwdised by 
converting the area and& different crops and redacing these 
area figures into one common fipfe. For instance, if a State 
grew RYV .&eat, Ideal wbeat, HYV Bajra, local Bajra, 
Sugamrae, Potatoes and Cotton, tht area under these variuW 



iiqb nr red"+ hito o i i  &t i  (e* mi & i k  BW wheat), 
the conversion bC@ do& biy assamlmg &&I &hive& 
ntioaq bawd on the recommeaded doses. It wb, thw, assumed 
that if HYV wheat required one uuit of feibllisek, non-EntV 
what would meed 112 unit, coiton 1 unit, HYV Hajm 1/2 
unit, local Bajra 1/4 unit, etc. and the standirdised areas of 
different crops were added to amve at one camman figure. 

(tii) The average dose required was then calculated by dividing the 
consumption at (i) by the area calculated as at (ii) above. 

(iv) On the average dose thus calculated, a 5 per cent increase was 
granted for each season to oMam the estimated dose for the 
season under consideration. (Thus, if the average dose had been 
calculated for Rabi, 1970-71 season, a 5 per cent increase was 
given for Rabii 1971-72, another 5 per cent fer Rabi 1972-73 
and yet another 5 per cent for Rabi 1973-74). 

rlv) The estimated dose so arrived at was multiplied by t'hc strtildar- 
dised area for Rabi, 1973-74 (or for the season for which 
assessment is to be made) to work out the total requirements 
of fertilisers. 

(vi) However, in case Rabi, 1972-73 season happened to he the best 
season for a particular State, this State was granted yet another 
5 per cent increase over the requirements worked out at (v) 
above. (Tbe reason for this is stated to be the artificial depres- 
sion of consumption during 1972-73 on account of non-avail- 
ability of fertilisers and it was, therefore, assumed that if suffi- 
cient fertilisers were available, the consumption "would have 
been comparatively a little more"). The State Governments 
were, however, given the option of choosing between the results 
obtained by this method and those obtained ail the basis of 
the method earlier adopted in respect of assessment of require- 
ments for 1972-73, viz. applying an increment of 22 per cent 
over the preceding Rabi consumption. 

1.69. A further refinement in the method of assessing fertiliser require- 
nrerts was introduced for the Kharif, 1971 season, on the basis of the re- 
commendations of a Committee constituted, under the Chairmanship of tbe 
Joint Secretary (Inputs), Department of Agriculfure, to go into this question 
mce again when some State Governments (particularly in the eastern re- 
gion) protested that the mrlier method, according to which a uniform rate 
of increment over tbe previous best year's consumption was allowed fnr all 
States was weighted in favour of the States which had already progressed 
far in fertiliser consumption and did not take into account tbe fact tbpt 
some States which had started with low levels of consumption had tbe 



potential for achieving a much hlgk  levdof consumptiaa. This C o d t t e s  
(the Aana George .Committee), wbile broadly approving the method adopt- 
ed by tbe Depovbrrcld for Rrrbi, 1973-74, however, suggested that compa- 
ratively bnckward States shoald be accorded a higher rate of increase in the 
dosage rate to enable them to gradually catch up with the progressive States 
and had arrived at the following conclusions: 

(i) The'assessment should be based on the production programmes 
of the season and mot on the basis of past consumption only. 

(ii) By and large, the formula proposed by the Ministry of Agricul- 
ture was considered to be sound except for the rate of incre- 
ment which it was felt should no$ be uniform for all the States. 

((i) The increment in dose to be allowed for each State may be 
worked out in such a manner that the consumptian per hectare 
Of all the States will be brought more or less to the same level 
in a reasonable number of years, say 8 or 10 years, 

In pursuance of these recommendations, while assessing the fertiliser 
requirements of the States for Kbarif, 1974, the States were classified into 
eight groups on the basis of their consumption per hectare in a year of no 
shortage and a different percentage increase in the average dose, varying 
between 5 per cent (for States like Punjab) and 12 per cent (for States like 
Assam, Tripura, etc.) was granted to each group of States. Hawever, from 
Rabi, 1974-75 onwards, on complaints from the States that the percentagc 
increase accorded to the backward States was "too meagre", the States 
were reclassified into nine groups and allowed percentage increases in the 
average dose varying from 5 per cent (Punjab and Pondicherry) to 20 per 
cent (Assam, Manipur, Tripura and Rajasthan). 

1.70. Wile the Committee concede that this represents a certain im- 
provement over the earlier methods of estimation of requirements, they, how- 
ever, find that even this method suffers from a number of deficiencies with 
a number of basic issues involved remaining largely unresolved, and that 
this can, therefore, be considered at best a sort of compromise formula. 
For instance. the Committee note that under the revised method of assess- 
ment, an option waq given to the State Go.vernments to select the best wn- 
sumption season since 1969-70 as the base. For forecasting purposes, the 
base should be, by and large, a representative base and not a biased one 
which will result in excessive weightage being given to extremes of high or 
low performance, thus vitiating the reliability of the final figures. Further, 
thoogh tbe fertillser requirements have been linked to the production pro- 
-ma, the conversion factor employed for standardisation of the area un- 
der different crops is once again based on the recommended doses and here 
again the fad, referred to d i e t  in paragraph 1.64, drat the farmers do not 
dways we fbe full recommended doses appears to, have been lost sight of. 



In lhis context, the observations con- & the Report of tbe Pr- 
Evaluation Organisation of the PlrrPnhrg Commissimn for iCbarif, 1967, 
h a t  "the nitrogenous fertiiisem were applied for about 2/5th of the bigh- 
yielding paddy plots and at about haIf tbe recomanewled dose'' are abo 
relevant. In fact, the Committee also find from the Report of the Ama 
George Committee that the Economic and Statistical Adviser to the Ministry 

Agriculture (who was also a member of the Committee) had also drawn 
a k t i o n  to the fact that even in IADP (Intensive Agricultural Development 
Programme) districts, the recommended doses had not been achieved even 
at a time when there was no shortage of fertilisers. Besides, since Demand 
Estimation is a positive and not a normative analysis, the prescribed or 
recommended dosages can be employed as a basis for estimation only if the 
other factors which Muence the use of fertiliirs, Like availability of funds, 
climatic conditions, other infra-structural facilities a d ,  above all, winoing- 
ness on the part of the farmer to employ fertilisers, are held to be 
'cateris peribus' factors, and this is an assumption wHch is naturally 
extremely restrictive. The basis op which the incremental percentage of 5 
per cent over the average dose was arrived at for Rabi, 1973-74, is also not 
clear to the Committee. Fimally, whatever might have been the reliability of 
this method, it had been nullified fo a considerable extent by giving an 
sption to the State Governments to choose either the results obtained by 
this method or those obtained by the earlier one which was even less scien- 
tific. In these circumstances, and also in view of the fact that the actual 
consumption of fertiliser during 1973-74 and 1974-75 was only 24.80 lakh 
tonnes and 22.51 lakh tonnes respectively as against the estimates of 34.10 
lakh tonnes and 39.10 lakh tonnes, the Committee are doubtful whether 
even the revised method of estimation of requirements can be considered 
dependable. 

1.71. It is thus fairly evident that the major problem of estimation of 
domestic requirements, which forms the basis for the import strategy, is yet 
to bc resolved satisfactorily, and the requirements continue to be computed 
by adopting diflerent criteria more with a qiew to reconciling the divergent 
claim$ of the comparatively developed States and the developing Stales, as 
a result of which a certain amount of adhocbm still persists in working 
out the requirements. The Committee are of the view that it should not be 
too difficult to ensure a more accurate forecasting of requirements by adopt- 
ing various tools oE demand estimation as are prwided by the science of 
eco~~ometrics. While they admit that even the most rigorouslv scientific, 
econometric methods can yield estimates which prove to be different from 
the nctuals, and that these estimates can be vitiated by a number of unfore- 
seen and unpredictable factors, the Committee, however, see no justification 
for the replacement of scientific estimation by ad hoc and arbitmry for- 
mulae. Imports of fertilisers should mot be planned on the basis of a mere 
extrnpo]ation of part trends in this n e r d  but in the confed of dcfi.3te 



1.72. A sound machinery for the collection of relevant statistical data is 
also a basic pre-requisite for a scientific estimation of demaad and require- 
ments. For any planning on a realistic basis, it is also absolutely necessary 

Maning a@- is provided with timely and realiable data. In 
this wnnectim, tbe Committee thd tbat the Indian Institute of Management, 
Nmedabad bad suggeted, at the request of the Department of Agriculture, 
a system of data reporb'% m regard lo stocks and sales of fertilisers using 
the retailers as the reporting base and tbat their suggestions included rationa- 
lisation of the report format, avoidance of double accounting and stream- 
lining of tbe reporting machinery. It, however, appears tbat this system, 
wben tried out in Pnnfiiab and Tamil Nadu, disclosed ''large scale defaults" 
Sn the reporting by the retailers, despite a legal obligation cast on them 
and it was, therefore, proposed to adopt the wholesalers rather than fie 
retailers as the reporting base and J s o  to maintain a month-wise flow of 
data for effective import planning. It also appears from the Report of the 
sub-committee, appointed to examine. the requirements projected for 
1972-73, that the Department of Agriculture were also not in possession of 
past data relating fu the actual dosage per hectare used for different crops. 
Stressing, therefore, the importance of timely and contemporaneous flow of 
a11 relevant data, the Committee desire that the adequacy of tbe exishg 
macbiery for dab  collection should be reviewed and necessary measures 
taken urgently to streamline it so as to ensure that the dnta collected is 
timely and also reliable to form a sound basis for the formulation at poli- 
des. They would also like to be apprised of tbe specific steps taken in this 
regard and whether the adoption of the wholesalers as the reportin!! base 
bas worked satisfactorily. 

1.73. As pointed *out earlier, another factor responsible for the deficien- 
eiea mtieed in the planning for imports is the unreliable estimatinn of indi- 
genous prodaction of fertilisers by the Department of FInnisers and Chemi- &. Tbo Comdttee are.concerned to observe a wide gulf between tbc 
estimates Wdly projected by (be Department, on (be basis of which the 
import strategy was determined often with disastroos resnlts, and He actual 



podul;lim. The astiearBks WiElbo Mili fiii&f &*d & a &part- 
mest of ~ a t i l k a  ~ ~ c a l b  as i r ~ o f  v @ d ~ P c k j s  q a d j u s t -  
me& brd to lii made in tbe plorcbae pk$p~W~s, dot dw@s to the, c o k  
Cry% advfnhge. Z?nb6, the original estimates (Dkcemlber 1?'?i) of 14.20 lakh 
tonnea of Nitrogen, expected to be prodeced dbring 1971-72, had b t b  
revised in April 1971 to 13.20 la& tonnes and further revised b October 
1971 to 11.90 l a b  b ~ e S ,  while tlte actual prodaction amounted to only 
9.52 lakb tonnes. Similarly, as against the originalestimates (October 1971) of 
18.20 lakb tonnes, revised estimates (December 1971) of 14.05 lakh tonnes 
and further revised estimates (June 1972) of 12 to 13 lakh tomes, the actual 
production of nitrogen in the c0unh.y during 1972-73 was only 10.60 lakh 
tonnes. The position in this regard was no better during 1973-74 and 
1974-75 also. While in 1973-74. actual production of nitroge.1 was 10 60 
lakb tonnes as against the original estimates (June 1972) of 16.00 lakh ton- 
nes, revised estimates (February 1973) of 14.04 lakh tonnes and re-revised 
estimates (July 1973) of 11.28 lakh tonnes, during 1974-75, actual produc- 
tion amomted to 11.85 lakh tonnes as against the initial estimates (Dcccm 
ber 1973) of 15.50 lakh tonnes and revised estimates (November 1974) of 
12.70 lakh tonnes. The indigenous production of phosphatic fertilisers had 
also not come upto the levels originally estimated and subsequently revised 
during these years. The representative of the Department of Agriculture also 
informed the Committee durhg evidence that it had been the Department's 
experience that the actual indigenous production was "far below the estimates 
given earlier'' by the Department of Fertilisers and Chemicals. 

1.74. The representative of the Department of Fertilisers and Ctremicals 
admitted during evidence that he "would not hesitate to concede that. over 
the past six to seven years, tbe estimations have not been accuraten, and 
that 'Yhere has been a big gulf between the, target and the actual production." 
It appears that while forecasting estimates of indigenous production, a some- 
what facile assumption had been made that the new fcrtlser projects would 
actually be commissioned as planned, as a camsequence of which the esti- 
mates had been pitched at levels which were even higher than the then 
existing installed capacities. The fact that even the existing plants were 
operating only at levels far below their installed capacity also appears to 
have been overlooked. Thus the estimates themselves bore no relation to 
the available capacities and delays in the commissioning of new plants inevi- 
tably made the estimates unreliable and unrealistic. The Committee cannot 
help feeling that adequate care had not been exercised h this regard by the 
Deportment which is regrettable. 

1.75. m e  Committee have been informed that the Department of Ferti- 
lisers and Chemicals. learning from past mistakes, have revised the method 
of estimation from 1975-76 onwards. Umter the revised method, the esti- 
mates of production are based entirely on the perfonname of the operating 



Credit 1. taken f~ p r s d ~ ~ b n  likely to come out of 'unite 
to go QII fhe year. Even h esthatjng pradoetbn 
oPmti*l d b ,  a 8uhble provision is made for l i i l y  loss in pro- 

&tion arg"rg out of IRKNVII constraints like power cuts fluctuations, sborf- 
age of raw material, M~our problems, etc. From tbe gross assessment of 
production an overall Uowance to the extent of S per rent is made for all 
anforeseen S h ~ t d o ~  due to labour problems, nwchmical breakdowns, 
accidentat d a m p  etc. The Committee, however, note that tbere was vari- 
ation in estimates of production and actual production of nitrogenous 
and phosphatic fertilisers during 1975-76 and 1976-77. The prodr~ction of 
ni-grnous fertilisers during 1975-76 was 2.30 per cent in excess over 
orighal targets but 2.60 per cent less than original targets in 1976-77. The 
production of phosphatic fertiliser was 17.90 per cent less than 
original target during 1975-76. The Committee woald, therefore, 
like tbe Ministry of Chemicals and Fertilisers to have a fresh 
look at the method employed for estimating indigenous pro- 
duction and devise a more scientific and realistic method which would ensure 
that all the variables are taken into account and the estimates approximate 
as closely as possible, to the actuals. The Committee are also of the opinion 
that since under the revised method of estimation, the likely increase in 
production as a result of commissioning of new plants during the year is not 
taken into accouat, a situation may well arise (in the event of the new plants 
going on stream as per schedule) in which the import requirements worked 
out on the basis of these depressed estimates of production may prove lo be 
excessive. The Committee are, therefore, of the view that in forecasting, for 
the purposes of planning far imporfs, indigenous production of fertilisers, 
this fact should also be taken Lto account suitably and the pmgess mcle in 
the commissioning of new plants as well as the performance of evisti~lg plants 
monitored ejfectively and continuously so that timely intimation Warding 
likely increase in or set-back to production could he made available to fhe 
indfulhe, agency (Department of Agriculture) and the procurement o w -  
njsation minerals and Metals Trading Corporation). 

1.76. Hitherlo, the procurement of fertilisers from abroad was also 
dependeat on the availability of foreign exchange and the Committee have 
been infomed in this context that earlier the Department of Economic Allairs 
used to authorise imports of vantities leks than what had been estimafcd by 
the Department of Agriculture and aIso allot foreign exchange only in instal- 
mats. A$ a result, the requirements of fertilisers to he imported b~ the 
Deaartment of Supply had been regulated periodically having an inevitable 
impact on tbc prices. Thus, during 1972-73. aq apinqt the initial requin- 
ment of 60,000 tonnes of Muriate of Potach (special grade) fnr Madras 
Fertilisers Ltd., indezts for .the procurement of only 22,000 tonnes could he 
placed on 24 March lW2 owing to shortage of forel@ exchane and l ea  
nvail.Mlity d credit, wbkk were later revbid to 65,000 twnes (after talring 



fRto PCCOUllt the modtkl demand of Madras F e r t h m  1~td.) on 11 April 
1972, after tbe Department of Economic Affairs had clari6ed that larger 
credit would be available. Similarly, periodical adjustments in the purchase 
programme for urea had to be made as and when the Department of Econo- 
mic Main authorised purchases against credit or released additional 
foreign exchange. Such piece-meal purchases, particularly during 1972-73, 
when there was admittedly a general world-wide shortage of fertilisers 
lea- to inareases ia international prices of fertilisers (prices of urea, for 
instance, ranged from US Dollars 65 to US Dollars 67 C&F approximately 
between April, 1972 and July 1972 and from US Dollars 70 to US Dollars 
92 C&F between August 1972 and February, 1973), had obviously adversely 
affected the procurement programe and resulted in purchases at disadvan- 
tageous prices. 

1.77. In the oginion of the Committee, better results might have easued 
had indents for the entire quantity of fertilisers, computed on a more scienti- 
fic and rational basis, required during the year hnd been placed in advance 
after, of course, taking into accomt the prevailing market prices and the 
likely behaviour of the market during the following period, as this would 
have made for better planning and lo,wer prices. The Committee have been 
infoamed in this connection that the Department of Economic Affairs now 
make a bulk allotmeat of foreign exchange straightawny which has enabled 
the Department of Agriculture to streamline and overcome some of the diffi- 
culties faced in the past in procuring fertilisers through the Department of 
Supply and the Minerals and Metals Trading Corporation and they trust 
that this would bring about tho desired improvements in planning for imports 
and placement of demands on the purchase agencies. 

1.78. It would also be seen from a specific case of purchase of ammo- 
nium sulphate discussed later in this Report that while planning for imports 
of fertilism, even the elementary precaution of building up a market buffer 
which could be used in times of emergency had not been taken. This com- 
bined with the unrealistic estimation of requirements and indigenous produc- 
tion, led to purchases at wrong seasons and at prohibitive prices on the 
gro~rnd that the requirements were urgent and could not be postponed, and 
placed the country at the mercy of the suppliers and allowed little leverage 
in negotiations. The Comviltee were amazed to learn from a representative 
of the Department of Agriculture that imparts were resorted to only "when 
the stocks bad nm do,m almost to the last Bane'' which was "Very well 
known'' to tbe suppliers who "have exploited us year after year". Now that 
a decision has been taken, though belatedly, to allow a markot buffer of 10 
per cent and pipeline provision of 20 per cent, the Committee hope that 
there would he fireater flexibility h miking purchases keeping in view the 
seasonal advanlages and market conditions and distress purchases at 
inopportune moments will be a thing of tbe past. 



1.79- Rc success or Idlm of the k ~deponda to a VPJ 
e*nt On e%ctiVe c 0 0 ~ t i o n  .nd speedy e- of i n f o r m  

J R h e n  me difEerent aged- involved in mi a~@ impkmenia&n. 
m e  Commith note that respect of fertilisers, a molliplicity d apcneks stre 
concerned with various aspects of imports. WUIe tbe Department OE AAgb 
dl.rr is responsible for assessing requirements, prescribing materid ~pd- 
fications and shipping schedules, and placing indents, indigenous production 
is monltored by tbe Department of Fertiiisers and Chemicals, imports autbo- 
rised by the Department of Economic Mairs and the actual procurement 
done by the Department of SuppJy and the Minerals and Metals Trading 
Corporation (with effect from 1 August 1975, however, the entire purchase of 
fertilisers from abroad has been centralised in the Minerals and Metals 
Trading Corporation). Similarly, the responsibility for marketing and distri- 
bution of fertilisers has been entrusted to the Department of Agriculture and 
the Stale Governments. It is, therefore, evident that unless effective liaison 
and coordination are maintained between all the agencies involved, integrated 
functioning would be well hi& impossible. Though it has been claimed during 
evidence that effective interministerial coordination was h fact being ensured, 
judging from the actual performance, the Committee arc of the view that a 
lot more requires to be done in this regard. Thy would, therefore, stress 
that a suitable system for continuous coordination and exchange of infor- 
mation between the different agencies involved should be devised and its 
actual performance kept constantly under review and timel~ corrective 
measures taken. 

1.80. Consumption trends, which determine the demand, influence to a 
very large extent plannbg and strategies for the purchtwe and stock-piling 
of fertilisers. The Committee are, however, concerned to find that even 
though the growth of the indigenous fertiliser industrj has been steady with 
substantial output in absolute terms and imports have also been considerable, 
the consumption of fertiliscrs in the country is still ex'remely disappointing 
and India, even after Four Five Year Plans. is at the h-bttom of the world 
map in fertiliser consumption with the per capita consumption in 1970-71 
bein? only 4 kilograms. It makes distressing reading !hat in spite of the 
acknowledged role of ferlilisers in augmenting agricultural production, the 
consumption achieved during the Fourth Plan period was consistently less 
than the Plan targets, and for the last two years of the Plan, Government 
themselves had to revise the earlier targets. Thus, as apinst a 27 per cent 
compound rate of increase per year in the consumption of fertiliser envisaged 
in the Foirrtb Five Year Plan, the actual consumptbn growth achieved was 
09 15 prr cent in 1969-70 (against the growth rate of 40 per cent achieved 
in 1967-68), 14 per cent in 1970-71, 18 per cent in 1971-72. 4.5 Der cent 
iP 1972-73 and a meagre 0.005 per cent in 1973-74. Again, in the first year 
d L e  Fif& Plan (1974-75), even thou@ an ambitious target of 44.26 lakh 
tomes (in terms of nutrients) bad been proposed, actrPal consumptton achiev- 



1.81. Esplaiahg the r e m a s  for the decline in consumption of fertilisers 
dudng this period, the Department of Agriculture have stated that while the 
wwth consumption during the period from 1%6-67 to 1971-72 had been 
"really remarkable", the consumption going ~ r p  from 7.57 lakh tonnes of 
nutrients in 1965-66 to 26.21 laLb tomes of mtrients in 1971-72, the con- 
sumption of fertilisers in 1972-73 and 1973-74 bad been "seriously hamper- 
ed" on account of ti) the domestic production falling "far below expecta- 
tions" and (ii) nm-availability and steep rise in prices in the international 
market, as well as increase in the cost of indigenous production (on account 
of increase in the cost of fuel-feed-stqck and labour) leading to increase in 
the cultivators' prices of fertilisers. . .And in 1974-75, apart from the 
adverse impact of non-availability and rise in prices, unfavour- 
able weather conditions, shortage of power which reduced the area under 
irrigation and shortage of diesel oil, aggravated the situation, resulting in 
less conwmption than envisaged. The Committee have also been informed 
that "a large number of corrective steps" have already been taken to reverse 
this trend and that a fertiliser promotion scheme was also launched in the 
Fourth Plan under which a series of demonstrations were oqanised to en- 
courage the llse of fertilisers, which however has not been approved for con- 
tinuance in the Fifth Plan as a paradoxical situation arose in which while 
Government were not in a pociition to provide adeqlrate fertilisers to farmers 
who needed them, eflorts were being made to persuade cultivators to use 
chemical fertilisers. 

1,82. However, now that availability of fertiliscrs has improved consider- 
ably and prices have also I w n  reduced, the Committee f d  that an intensive 
cmphrlsise that a major thrust in fertiliser const~mp!ion can be achieved only 
emphasisc !hat a major thrust in fertiliser consumption a n  be achieved only 
throngh sustained promotional activities and that in the interest of sound 
agriculhiral development, there should be greater awareness amongst the 
farmers of the role of balanced nutrition and complex fertilisers. A well 
thought out and properly integrated promotional approach, h which dupli- 
cation anrl overlapping of efforts should be avoided. is also necessary to 
overcome the apathy of the average farmer to the use of fertilisers. As has 
also been pointed out by the Committee on Public Undertakiqs, in paragaph 
5.41 of their 50th Report (Fifth Lok Sabha), the promotional progranlnles 
undertaken by the Fertiliser Corporation of India Limited shoojd be properly 
dovetailed and integrated with the other promotional measures of the State 
Governments to avoid any overlapping. 

1.83. Another important aspect which needs to be kept in view while 
undertaking promotional activities is the iifiontification of areas in which 



fertilisers can be profitably utilised. Tbe Commfttze learn that six States 
(Andhm Pmdesh, Tamil Nadu, Gujarat, Mabarashtra, Uttar Pradesh and 
h j a b )  alone accounted for over 65 per cent of the total consumption .of 
Milisers in the country doring the period from 1970-71 to 1974-75. 
Accelerating the pwth rate of fertlliser use should, therefore, be directed 
in those areas where consumption is low and also towards niding small 
farmers, by making available timely credit for a package of h- 
puts and other necessary infraatrnctural facilities, in taking to the 
use of fertilisers on a much larger scale than before. All this 
necessarily calls for concerted efforts and effective coordination at all levels 
as wen as a periodical evaluation of the efficiency of the measares undertaken 
ruld the Committee hPst that timely and concentrated action would be taken 
in this regard. 



PURCHASES AND CONTRACTS 

1. PURCHASBS 

Audit Paragraph 

2.1. All purchase proposals are considered by a Fe&er Purchase 
Committee under the Chairmanship of the Secretary, Department of Sup 
ply, and consisting of representatives of the Departments of Agriculture, 
Economic Mairs, Expenditure, Transport, Ministry of Conimerce and the 
Minerals and Metals Trading Corporation. The Committee also prescrib 
ceilings for purchases to be made by the Minerals and Metals Trading Cop 
poration. After purchase decisions have been taken by th,e Department 
of Supply with the approval of the Fertiliser Purchase Committee, f o n d  
contracts are executed by the Director General, India Supply ~issioq,  
Washington (on suppliers in U.S.A. and Canada), the Director General, 
India Supply Mission, London (on supplies in U.K. and West Europe) 
and the Director General, Supplies and Disposals, New Delhi (on supp11et.s 
in other countries, such as Japan, Kuwait, etc. 1. 

2.2. A test check of purchases made by the Department of Supply was 
made. I n  a11 186 c?ntrzt. :~;cuted during February. 1971 to September. 
1973 were checked. .L 7 . I  

2.3. The following table shows the method of purchase followed by the 
Department of Supply during the last three years: 

Year 

Purchase Percen- 
Total by nego- tage af 
Purchase tiations Purchase 

by n-0- 
t~ations 



2.4. Analysis of 176 contracts relating to the above period with reference 
to sources of finance and methods of purchase ate given below: 

(Qty. in lakh tonnoa) - - - 
Purchm by tender Purchare by -- ------- 1,e *i 

B- by 
negotiations 

Source of finance Numbef Qhntity folio& d k  only 
of ran- -------------- C - 
tracts No. of Quantity No. of Quantity 

aontracb contracta 
-.. --- - - - --- ---- ---- 
(i) U.S. and Canadian 

AIDloam . 50 10.45 Nil Nil Nil Nli 
(ii) 0 t h  1- and 

cr@b (Uk, West mdJw Nil Xi1 Nil Sil iii &to, forr,~~p ex- . 34 6 7 1  

( ... hhd* , . . . 26 3'34 30 5-68 36 1 1  '95 - -- -- -- - - -- . 
2.5. It is obligatory to invite tenders %om the! suppliers of the country. 

&ivhg the aid ot loam for purchase against (i) above. It would be seen 
Pat a t  of 9.2 contracts of the third category (purchases from free foreign 
&haup) for purchase of 20.97 lakks tonnewof fertilisers which have 
Wen Wt checked, 36 contracts for 11.95 lakh tomes (57 per cent) were 
pkdctd by rdegotiatioas only. 

2.6. Prior to 1966, purchases were mostly made as a result of tenders. 
Ilt has been stated (January, 1975) by the Department of Supply that there- 
after delegations were generally sent abroad for negotiations as it was. 
noticed that the main suppliers in foreign countries had a tendency to quote 
'%ng prices" on C&F basis and tenders were dispensed with. where not 
essential. Even where tenders were issued, the purpnse. i t  has been 
stated, was to use the offers received as guidelines for negotiations; where, 
however, regulations, as in the case of some foreign aids, required it, tenders. 
were invited and in these cases no negotiations were held, as lhc regulations 
prohibited negotiation. 

2.7. It was decided in February, 1971 that ordinarily suppliers should 
be invited to come to India if negotiations were necessary. as that would 
m u r e  prior consultations with, and approval by, Government and gene- 
ral result in better terms of purchase. In May, 1971, it was, therefore, 
decided that no delegation need be sent to Europe for purchase of fertili- 
eers. In February, 1972, it was decided that departure from the policy of 
Holding negotiations in India for purchases from abroad would be allowed 
d y  if it was in the national interest. Nevertheless, during April, 1971 ts 
September, 1973, eleven delegations went to Japan, West Europe, U.K., 
U.S.A., Canada and Kuwait. On return from abroad, the delegations sub- 
mit report to Government. 

paragraph 41 of the Report of the Comptroller and Auditor General: 
of India for the year 1973-74, Union Govermnem (Civil,); pp. 100--10n.. 



2.8. Accofdhg to a note furnisbtxl to the Committee by the Depart- 
ment of Agriculture, the Department as the indenting Ministry in fialptct 
of procurement of fertilisers, lays down the material specifications, bagging 
specifications (in case the material is received in bags), shipping terms, etc. 
The Department of Agriculture is also responsible for the aamment  of 
f e w e r  requirements, its allocation to various State Gove~qrpents taking 
into account the indigenous production, and for malwag available neuwuy 
foreign exchange for various purchases, follaw-up despatch instructions not 
only of imported fertilisers but also of indigenous production. Prior to 

1 August, 1975, the work relating to procurement of fertilisers from free 
foreign exchange and General Currency Areas--USA., Canada, West 
Europe, Japan and Middle East countries were centralised in the Depart- 
ment of Supply in the sense that all contracts were finalised by the Depart- 
ment of Supply and purchases from the Rupee Payment Areas were handl- 
ed by the Minerals and Metals Trading Corporation. With effect from 1 
August. 1975, however, purchase of fertilisers from all foreign countries 
has been entrusted to the Minerals and Metals Trading Corporation. 

2.9. The Jhpartment of Agriculture further informed the Committee 
that all purchase proposals after the approval of the material specifications 
etc. by the Department of Agriculture, are considered by a high powered 
committee, known as the Fertiliser Purchase Committee. Prior to 1 August, 
1975 when i lnprt  purchases were made by the Department of W l y  as 
well as by the Minerals and Metals Trading Corporation, the Fertiliserl 
Purchase Committee was constituted under the ChairmanShip of the Secrc- 
tary, Department of Supply and consisted of the Secretary of the Depart- 
ment of Agriculture. Secretary, Department of Expenditure. Secretary, De- 
partment of Economic Affairs, Joint Secretary, Ministry of Shipping and 
Transport, Joint Secretary. Ministry of Commerce and Chairman. Minerals 
imd Metals Trading Corporation. After purchase decisions were taken 
with the approval of the said Fertiliser Purchase Committee, formal con- 
tracts were executed by the Director General. India Supply Missions at 
Washington and London on suppliers in so far as purchases contr011e.d by 
the Department of Supply were concerned ( i . ~ .  from the free foreign ex- 
change and General Currency Areas). The Minerals and Metals Trading 
Corporation placed contracts under Rupee Payment on suppliers from 
the East European countries. As and when there was any item concern- 
ing the Ministry of Petroleum and Chemicals to be considered at the Ferti- 
liser Purchase Committee, that Ministry was also invited to the meetings 
of the Committee. 

2.10. Since it has been decided that the Minerals and Metals Trading 
Corporation would be the only single agency responsible for the purchase 



of fertilisers with effect from 1 Auglllt, 1975, r& corporati* would b& 
aakisted in its deliberations by a ~ & r  Purchase C d m  

of the h, Minerals and Me@ Trdding Corporati% 
with the following members: 

1. Director (Fertiliser), MMTC. 
2. Director (Finance), MMn;r. 
3. Additional Secrttary, Ministry of Finance (Department of Ex- 

penditure). 
4. Joint Secretary, Ministry of Finance (Department of Economic 

Affairs). 
5. Joint Secretary (Inputs). Ministry of Agriculture, (Department 

of Agriculture). 
6. Joint Secretary, Ministry of Petroleum & Chemicals, (Department 

of Chemicals Fertilisers) . 
7. Joint Secretary, Ministry of Shipping & Transport. (Department 

of Transport). 
8. Joint Secretary, Ministry of Commerce. 

2.11. The Audit paragraph points out that while 47 per cent and 37 
per cent respectively of the total purchases made by the Department of 
Supply during 1970-7 1 and 197 1-72 had been purchased by negotiations, 
91 per cent of the total purchases during 1972-73 were by negotiations. 
The Cammittee enquired into the position in this regard in respect of the 
purchases made by the Department of Supply and the Minerals and Metals 
Trading Corporation d d n g  1973-74 and 1974-75. The information 
furnished b! the concerned agencies i s  tabulated below: 

(Q~~antih in lakh MT\ - - - - - -- - -  - - - - --A ---- - -  -- 
l'urchasc. P men-  

Total by nego- rage of 
Ycar pu! c has tintions purchaur 

hy nrgn- 
tiation* _ _ _  _ _ I - -  

A. Dcparhncnt of Subklv 
'973-74 - . . . .  19'20 19'20 1000 ,* 
1974-75 . . . . . . . 2 4 . q ~  24.90 1 0 0 ~ 4 ,  

B. Miw& and Mrtnlj Trnd~n: Corporrttotrfi 
1973-74 . . . . . I ' S  - .  5-83 IW'!, 

'974-75 . . . . . 11.72 11'72 100'/, _ _ _  _ _ _ _ _ _ _ ^ - l _ _ l - - -  ------ - - 
*The Committee were informed by the Department of Supply thst during 1973-74, fan 
enquiry had been hued  for di-ammonium phosphate without indicating the quantly 
involved and that contracts for 240,000 MT were   laced by negottaticnu. This quantity 
haa dm been iqcluded under 'purchase by negotiations'. 

@The Minerals and Trading Corporation informed the Committee that itn pur- 
chua wae made from R Payment wuntria against India's Bilateral Trade Me- 
mmPl with them and t h a t r ~ o f i t n c t l  were negotiated with the Govmvnrnt enterprim 
of the wuntria c o d . )  



2.12. Since the bulk of £ d i n e r  purchases &om abi-oad appeared to 
have been made by neptiations and n d  by floating tenders, the Com- 
&te& 'desired to know how a reasonable price was ens& by negotia- 
tione. A representative of the Department of Supply stated in this con- 
nection : 

"We have compared from time to time our purchases as compared 
to the purchases made by other countries and we have found 
that our prices have been reasonable. We also know who 
are the main suppliers and the manufacturers. We also know 
which item should go to which particular country. For exam- 
ple, DAP we normally ask our India Supply Mission to float 
a 24-hour or 36-hour tender and get the quotations and we 
use them as the basis for further discussions and on the basis 
of the market intelligence and the advice that is given to us 
by the India Supply Mission, London and Washington we 
go ahead with our purchases." 

He added: 

"Our experience has been that for fertilisers inviting tenders is not 
the best method of purchase. We have had discussions a 
number of times about this in the fertiliser purchase commit- 
tee meetings and we have felt that most of our purchases 
should be by negotiation." 

2.13. Since all the purchases made by the Department of Supply dur- 
ing 1973-74 and 1974-75 had been through negotiations. as compared to 
47 per cent in 1970-71, 37 per cent in 1971-72 and 91 per cent in 1972- 
73, tbe Committee asked whether the Department had found by experi- 
eace that purchases by negotiations was the best method. The witness 
replied in the affirmative. 

2.14. The Committee desired to know whether any comparative study 
of the advantages and disadvantages of purchases through negotiations 
and through tenders had been made by the Department of Supply with 
a view to adapting the most beneficial mode of purchase. In a note, the 
Department of Supply stated : 

"The strategy for the purchase of fef isers  i.e. whether purchase 
should be by tender or by negotiations, was decided by a higb 
powered Fertiliser Purchase Committee which had repre- 

sentatives of the various ccmcenred Ministrie.. nanaeiy the 
Department of Supply, Department of Agriculture, Ministry 
of Hnance (Expenditure and E?caomic Divisions). Ministry 



of Commerce, MMTC and Transport Ministry. . All the in- 
formation and expertise was p o ~ l d  together ia coming to a 
decision wbcther purchase should be by tender or by negoth- 
tions. , 

As regards general stores purchased through the DGSdcD the nor- 
mal practice is to invite tenders and accept the lowest oifer 
subject to technical suitability etc. The instructions issued 
for the guidance of Purchase Officers generally discourage the 
method of negotiation, but in many cases negotiation becomes 
unavoidable. Even if no negotiation is necessary on the 
point of price, the renderers sometime put down unacceptable 
terms and conditions, different from those stipulated in the 
Tender Enquiry, and negotiations of some kind have to bc 
held in order to sort out these differences. Again, it some- 
times happens that, after thc opening of tenders, somc firms 
offer a belated reduction jn price. In such a situation it 
becomes necessary to give an opportunity to the other tcn- 
derers to reconsider their prices. and this comes within the 
definition of 'negotiation'." 

2.15. The Committee enquired into the policy propased to be adopted 
by the Minerals and Metals Trading Corporation in regard to the purchase 
of fertilisers from abroad. The Chairman of the Corporation replicd: 

"It is a very difticult question to answer. In a rising market, no 
business concern' would normally float ii tender. When there 
are rising conditions in prices. if you float a tender. the quota- 
tions are very high. because the parties participating in the 
tender havc a habit of getting together-whether they are 
from Japan. Europe or other countries--and saying. 'Let us 
get thc best pricc hecause there is a big demand'. So, in a 
rising market, it ib better to makc arrangements with pro- 
ducers on a long-tcrm basis, not with middlemen who itre 
speculators. This is what we have bcen advocating 
from 1973 and this cnsures the supply with the possibility of 
negotiating prices from time to time, not entirely on the basis 
of market fluctuations." 

When asked whether this appmacb was not difierent from thc approach 
adopted by the Department of Supply which gave the impressions that 
negotiation was the best method of purchase, the witness replied: 

"That is becauk the market is buoyant. I feel we must have a 
judicious combination of both, depending on market condi- 



:fions. You haw to evolve a philosophy, in this 'matter a d  
what we have done in the last two years is to develop a new 
philosophy for purchase." 

2.16. When the Committee drew attention in this context to the r e  
port of the F.A.O. on the State of Food & Agriculture. 73 wherein it had 
,been suggested that calling for tenders was preferable to ngotiations since 
this resulted in a certain amount of price flexibility, the witness replied: 

"We have actually found from experience that the people who ten- 
der .get together, because their interests are alike and they keep 
some sort of margins. Basically they say, the price would 
be 'X' plus 2 or 3 per cent this way or that way, according to 
each one's capability to transport it cheaper or to command 
the cash required for holding on to the stock at cheaper rates ' 

of intercst. etc. I t  may vary a few cents this way ior that way 
but there is a sort of understanding among them and prices 
are rigged up to that extent. It is this danger we wanted to 
obviate. The tenders are opened in the presence of ten- 
derer~ and the prices are read out. So, no manufacturer or 
supplier wants to quote the lowest he can possibly quote. But 
if you call them and negotiate with them, they are willing to 
supply at a much lower price. This is brone out by the ex- 
perience of other developing countries like Sri Lanka. 
Pakistan, Vietnam etc.. who have gone in for tenders at the 
same time when wc purchased by negotiation and paid more 
than what we paid. If you buy four lakh tonnes of fertilisers. 
this is such a large quantity that you can influence the price 
to a great extent. If you publish the tender saying you want 
to buy 4 lakh tonncs. that itself is going to firm up the price. 
I think the publicity which i q  attendant on tenders should be 
avoided." 

2.17. In view of the fact thst purchases through.tenders had a certain 
amount of sanctity about them in that the prices were kept secret and con- 
tracts could be awarded to the lowest tenders. the Committee desired to 
know whether this would not be a better method of purchase. The wit- 
ness replied: 

"From the point of view of safety of the person it is good to go 
by the lowest tender but from thc cornmerctal point of view, 
it is not always good." 



"Prom the point of view of safety of the man who places order, the 
tender system is tha best. But if you compare the price paid 
through tenders by Pakistan or by other countries in South- 
East Asia, you will find a lot of difference. They had paid 
$30 to 40 more on tender basis. In fact, in Government 
semce, a person would prefer to go by the lower tender. But 
if you want good results, some risk will have to be taken." 

2.18. A note furnished subsequently by the Ministry of Commerce/ 
Minerals and Metals Trading Capomtion, indicating the comparative ad- 
vantages and disadvantages of purchases through negotiations and through 
tenders. is reproduced below: 

"There are advantages and disadvantages in purchases through ten- 
ders or through negotiations or tender enquiry followed by 
negotiations with parties. The selection of the method for 
purchase will necessarily have to depend on a judgment of 

. , the market situation at each point of time. While tenders are 

. . expected to establish reasonable levels of prices and to in- 
dicate the market trend, there is no guarantee that 'rings' would 

- .  ' not be formed between the suppliers for quoting higher than 
' market prices. While calling for tenders and acceptance of 

the lowest offer received might be satisfactory in a well-orga- 
nised market for a commodity the supply of which is well in 
balance with the demand, it is not always possible to adopt 
tender buying for fertilisers. When market prices are rising 
and material is scarce. calling for tenders would establish 
higher than prices which can be secured through negotiations. 
Tenders at such times also have a bullish effect on market 
prices. When market prices are falling and material is plenti- 
ful, tenders would establish the general level of prices at 
which market transactions are being concluded but not neces- 
sarily, the lowest prices that can be secured. There is thus, no 
optimum or most desirable method for buying fertilisers. Pur- 

r ,  chases against tenders, by negotiations and often, a combina- 
tion of both, would lead to the most economic buying." 

2.19. Sine Russia and China were also ddpendent on purchases from 
&road to meet their mquirememts of grains, the Committee Mi to 
k a c ~  the modality adopted by them In their purchases and whether any 



studies had been conducted in thie regard. The Chairman of the Minerals 
ar;d Metale Trading Corporation stated in evidence: 

"They have developed astute commercial sense in making these- 
purchases. They used to go about in a bureaucratic way Iw 
fore. But now they have changed, they have developed com- 
puters, intelligence sources and they are going about this very 
astutely. You will remember their grain purchase of 1973. 
Who knows what they are going to buy? Nobody knows that. 
In our case, FA], the Ministries, everybody say this is the 
shortfall, this is so much in respect of indigenous production; 
so we have to import this much etc. and the whole world is 
aware of our situation." 

He added: 
"Last time Dr. Hammer acted with great secrecy and world knew 

only this, that they chartered ships in a big way. That was 
all. For what this was meant, nobody knew. Only when 
three Chicago merchants bought the grain people knew about 
it." 

When asked in this connection whether it was not possible to streamline 
tbe procedures for the purchase of fertilisers so as to be in an advanta- 
geous position as buyers instead of getting entangled in a sellers' market 
which apparently resulted in a disadvantage nt the negotiating table. the 
witness replied: 

"We would certainly like to have the very best of worlds. But 
we also know how to live with existing conditions. Although 
we cannot maintain secrecy. we can at least operate in such 
a way that people will know, these; people mean business and 
they will not buy if good price is not offered." 

2.20. The Committee asked whether the element of secrecv essential' 
in such transactions was difficult to maintain, when other co&tries were 
aMe to conduct their business without the rest of the world getting to know 
about the requirements. The Secretary, Department of Chemicals stated 
in this context: 

"Much of this information here is published information in the 
sense that these a k  statements which we place before ParIia- 
ment and we give out estimates of consumption in tho coun- 
try, production, shortfall etc. The Soviet Union and Chtna 
do not. I bdiew. publish this kind d information." 



2.21. To another question whether it was not desirable to maimaitl an 
element of secrecy in transactions relating to purchase of fertilisea so that 
when Government was forced to enter the world market as a large scale 
buyer, the prices did not increase urmecessarily, the Chairman, Minerals 
a d  Metals Trading Corporation replied: 

"I entirely agree with you. So far as our general operation in 
our Corporation is concerned, we are able to maintain our 
secrecy. For example, if we send somebody to sell any goods, 
it is known only to two or three persons, because they give 
the brief by word of mouth. After that, he notes down in his 
diary. It is not known to anybody elsewhere. At least, we 
are now trying to streamline the practice which we have to 
follow. I n  other placec, papcrs are stencilled and circulated 
and then it is made public. It i s  done by lower grade staff. 
All these things. we arc trying to avoid:as far as MMTC is 
concerned. We are trying to maintain our  secrecy." 

2.22. The normal accepted method of purchase of stores Ily Covern- 
ment purchase agencies is to invite tenders and accept the lowest offer 
subject to technical suitability, capability of the tenderer, etc. If necessary, 
the offers and other terms and conditions are ngotiated with the 
ten&&% after the opening of tenders. This method has a certain sanctity 
and secrecy attached to it end ensures purchases in fbe most competftive 
manner. In regard to purchase of fertilizers from abroad, however, the 
Committee fmd that while it is obligWq to make purchases made through 
tenders in respect of purchaw made against US and Canadian Aid loan* 
tbe position in regard to other sources of purmase has varied widely from 
time to time. While purchases prior to 1966 were made by the Department 
of SappIy mostly as a resnlt of tenders, an analysis of 176 contracts rel~t- 
iug to the period from 1970-71 to 1972-73 discloses that 34 contrrrcls for 
a total quantity of 6.71 lakb tolnnes for purchases against loans and credits 
other than US and Canadian Aid loans (U.K., West Europe and Japan) 
were placed by negotiations only and 36 contracts 01.95 lakh tonnes), 
-30 contracts (5.68 lakb tonbes) and 26 contracts (3.34 lakb tonnes) relat- 
ing te purchases against fee foreign exchange were placed respectively by 
negotiations, tenders foUowed by negotiations and by tenders: Subvequenfly, 
during 1973-74 and 1974-75, the entlre quantity (19.20 lakh tomes and 
24.99 lakh tonnes) had been purchased only by negotiations. On the other 
hand, all the fertilizer purchases by the other procurement agency, Minerals 
and Metals Trading Corporation, from Ruplee Payment countries against 
bapfml trade agmments with fhem were negotiated with the Govern- 
meat enterprks of the coontrles concerned. 

2.23. Tbe Commatie observe tbrrt c o n l i n g  views have been expressed 
r e H  b be comparative advantages and disadvamtageq of purcbaa@S 



tLrom ne-6- through hders. While tbe Department of Supply 
~ * ~ ~ ~ ~ b l l l r n  rr not the best ethod ofpuc&y 
a t b M  by neg6fM0m had been found to be more suitable, * ChmtuitttO h e  beeen hdofmed by tbe representative of the MineraEs 
and bfdds T r a d b  CorP'ation that whHe the metbod-oiogy of purchase 

be adopted was d ihdC to detenafne, a "judicious comGnationJ' of pur. 
chases by both tenders as well as negotiations depending on market condi- 
tions was considered advisable and would kad to f k  most econemic buy- 
ing, and that the selection of tlre method of purchase would necessarily 
have to depend on a jndgement of the market situation at a given pnht of 
time. The Cmmittee also understood fhat while tenders are expecled to 
daMlsb mmmmbk grk.es and to ;i$dicPte the market trend, there was ne 
guarantee that 'rings' would not be formed between the suppliers for quot- 
ing h i e r  than market prices and that while calling for tenders and 
acceptance of the lowest offer might be satisfactory in a well-organised 
market for a commodity the supply of which is well in balance with the 
demand, it was not always possible to adopt the tender system for buying 
fertilisers. On the other hand, the Report of the Food and Agriculture 
Organisation (FAO) on the State of Food and Agriculfure, 1973, points 
out that export sales are normally OD tender which results in a certain 
amount of flexibility with smaller lots usually commanding the highest 
prices. .-. , 

2.24. Whie  the Committee concede, in the circumstances, that it might 
perhaps be diicult to lay down any rigid norms for the methodology of 
purchase to be adopted, they would. however, emphasis that before deeid- 
ing upon the method to be adopted in a particular situation, 311 the pms 
and cons should be carefuny weighed and the method which would prove 
most advantageous to the country adopted. In order to safegu;ard against 
the possibility of arbitrary and ad hoc decisions, it would also be advbable 
to invariably record the reasons for adopting a particul~ method. The 
Committee also feel that it would be worthwhile to make a comparative 
rtudy of the methods adopted in the past so as to dcterahine whrd went 
wrong on different occasions, as well as those adopted by other countries 
like USSR and China, and see what improvements can be brought about 
in the present methods to obtain fertiiisers at interndtion* competitive 
prices and also on an assured bash 'for meeting the coUnfrJ"s requirements 
adequately and in time. In any case, it ~ h 0 ~ I d  be po~siblf! (0 Im&b strict 
confidtntiality about the quantum of porchase of f~rtili9ers codemplated 
so thnt when the connbrg is forced to enter the world rmrlrd ee a larw 
scale buyer, prices do not increase ~nneeessdy 0UlJ PbCbg the counfrv 
at a disadvantage. - y - 

& Market IntelligemS L. 

2.25. Since it had been stated earlier during evidence that negotiations 
with suppliers were held on the basis of market intelligence and the advim 



#vein by the India Supply Missions at .London and Was4ingtop, and k 
vim of the fact that fertilisers had to import almost continuously from 
abroad, the Committee desired to know whether Government obtained 
continuous information regarding availability, market trends, prices, etc. 
hwn agencies abroad. The representative of the Department of Supply 
stated in evidence: 

"We get monthly reports from the lndia Supply Missions in Lon- 
don and Washington. They keep us informed of the trend of 
prices." 

When asked whether the advice of the Supply Missions was always obtain- 
ed with a view to ascertaining the best time to enter the market for 
purchases, the witness replied: 

"We always consult them. For all our purchases in USA, we con- 
sult the India Supply Mission, Washington." 

A representative of the Department of Expenditure stated in this connec- 
tion: 

"Purchases are made in accordance with the decisions of the Ferti- 
liser Purchase Committee, but it is always the practice to 
consult our Embassies in Tokyo, London and Washington as 
to the appropriate time for making purchases, and actually it 
is only when the Ambassadors advise that it is the proper 
time for making purchases that delegations are sent out or the 
suppliers are asked to come to India for negotiations. There 
may have been a few exceptions in the past, but during the 
last two years the purchases have always been made at the 
best possible time, when the prices were expected to be the 
lowest in the market." 

2.26. The Committee desired to know the arrangements'that exist for 
obtaining market and economic intelligence from abroad, so that purchases 
could be made at the most competitive rates and also at a most advanta- 
geous time. In  a notet the Department of Supply informed the Commit- 
tee as follows: 

"The ,sources of market intelligence in the Department of Supply 
' . . are as under: 

We get 'bpi= of following magazines mainly devoted to f d -  
liser trade. These are nctivtd from ISM, London: 

. . 
I .NITROGE~'  . . . . . . . bi-monthly 
2. PHOSPHORUS & POTASSIUM . . . . Do. 
3. pERTILIZER INTERNATXONAI. . . . . Monthly 
4. STATISTICAL SUPPIEMEW . . . Annual 



The nvlPgOjne by name 'CZunical Marketing Report' Weekly is 
. .. r d v e d  from .ISM Washington. 

Further we get Reports froin time to time from ISM London, ISM 
Washington and lndembassy Tokyo, Indembassy Kuwait, In- 
dembassy, Ottawa etc. These reports indicate the mark& 
.trends, tenders issued by foreign countries and news items 
published in local papers about fertilizers etc. 

We also receive circulars from time to time from certain Intern- 
tional Suppliers like Messrs Interore, MIS International Com- 
modities Export Company ( through Morlidhar Premchand 
& Co., New Delhi), Woodward Dickerson, etc. indicating the 
prices of fertilizers as quoted by suppliers against various ten- 
ders issued by various Governments. 

The delegations which go abroad from time to time study the 
market trends in fertilizers and submit their report on arrival 
in India." 

The Minerals and Mctals Tr;ding Corporation stated as fdlows in this 
conncctio~i : 

"MMTC attempts to keep abreast of the latest position in the ferti- 
lizer field through analysis d inter-national journals, trade 
publications, technical articles. reports of seminars and inter- 
national conferences on the various aspects of the fertiliser in- 
dmtry. In addition, MMTC has arranged with accredited 
and very highly reputed international agencies for supply of 
market intelligence on a confidential basis. MMTC has an 
Economic rind Research Division which examines and analy- 
ses such information not only in regard to fertilisers but also 
to other conimoditics handled by the MMTC. The officers in 
the MMTC are also exposed to current literature and keep 
abreast of technical thinking of the people in the field during 
the course of handling fertiliser imports. MMTC has kept it- 
self continuously informed of the contracts concluded by the 
Department of Supply from General Currency Areas. 

Markct intclligcnco. ?a-'icularly in regard to availability and price 
(71' fertiliscrs i1; ; i l l  L*stremel\ ccmplc~ m:~ttcr. A large num- 
ber of factors affect both. Local production of fertilisers, local 
consumption, local laws, cLimatic conditions, world produc- 
tion, availability and requknent  are only some of the im- 
portant factors. Further, there is no standard such as the 
LME producer price in respect of non-ferrous metals, to de- 
termine contract prices. The violent fluctuations in wces in 



the last 12 mrilhs, is somethiilg that the best market intelli- 
gence did not p m d h  P'redictins regarding the immediate 
future are equally vagya and divir&d. 

Baing net importer of fertiliser and without sudacient financial. 
capacity to build up buffers against price fluctuations or to 
attempt market stabilisation operations, India has inevitablj 
to buy each year irrespective of pricas. Market.intelligence and 
good business judgment have thus a somewhat limited role 
to play. In judging the performance of tsading agencies. 
these constraints have to be appreciated. But it may be add- 
ed that by and large, the Indian buying both by Supply De- 
partment and MMTC has been cmpetitive and efficient." 

2.27. Elaborating on this issue further during evidence, the Chairman 
of the Minerals and Metals Trading Corporation deposed: 

"There are two types of intelligence which we get. One is from 
commercial attaches and embassies and consuls posted in em- 
bassies. Wherever there is fertiliser interest in a particular 
country we have stipulated that in their monthly letter the} 
should give special information on fertiliser sales, contracts. 
price at which they are selling, general trends and other 
things." 

He added: 

"We get intelligence which is of a sophisticated nature. Man! 
agencies give commercial information which is of a high or- 
der. We are paying them. They are able to give secret in- 
fornlation which you don't get from others. Tn March 1972 
I was able to get certain trends in the market. There arc 
some such agencies having specialised espionage network in 
commercial establishments the world over. For example. 
there is one establishment in London with 200 people, eco- 
nomists, statisticians, operational researchers etc. and they 
collate infmatioh. They have secret funds with which they 
buy the information and sell to others.'' 

He stated further: 
"It is not as if we are not conversant with the western suppliers 

because, for making our purchases in Eastern Europe, we 
have bec;n sort of dealing with the western suppliers and com- 
paring the prices and comparing the modalities of operation 
in hoth the areas. Our intelligence fiourcm are also not con- 



f i n d  to Eastern Ellsop because th6 Wormation available 
from t b m  is only abow~limittd sales undtr bilateral agree- 
ments. ,Far salrs i~ b e  fgr&& ekchatlge we have to rely 
L&y upon -me mums outsid the area. So, we 
have made arrangements in the Corp6ratim and we can 
furnish you with the literature we get--daily reports, mon- 
tbly reports, quatteriy reports and profeubnal journals from 
aH psts of the world. We get nesrly 22 priodiads of tItls 
type which are pwblished, d course, and there is an tnono- 
mics Division in my Corporation which gives a wetkly report 
to us. In addition to this, we are making arrangements with 
certain very well known agencies which give us special re- 
parts ba@ on certain matters which we want to be looked 
into. We have got this arrangement in London and a similar 
arrangement in Japan and -we are contemplating the setting 
up of another agency which is well known for giving com- 
mercial infoxmation in regard to fertilisers in U.S.A. 

So, these give us a great deal of intelligence which we have to 
place at the disposal of the Fertiliser Purchase Committee for 
odering fertilisers from other parts of the world." 

2.28. When asked whether the same techniques followed by the Cor- 
poration for purchasing intelligence could not be utilised to India's dis- 
advantage. the witness replied: 

"This is one danger which we cannot avoid in an open world, just 
as we get commercial secrets from the most privileged sour- 
ces. Some commercial people have moments of truth when 
they come out with this informa 'on and we do not know the 
motivations. Some of this info d ation comes out of spite for 
a rival. There arc certain collection agencies like the British 
Sulphur Corporation which has a huge network of informa- 
lion. Many companies are not very secretive about the in- 
formation; once a' contract is concluded. they give out this in- 
formation. They do it even on an exchange basis. For ex- 
ample, one of the big companies in the USA has an exchange 
basis with the British Sulphur Corporation passing on jnfor- 
matien on sales. 

Therefore, it is very likely that by the same token that we are able 
to get infomation about other transactions, our transactions 
may also go out. But no harm is done after the transaction 
is concluded. What we are trying to do is to know what is 
happening in the world just now, in the last one week what 



has happeaed, what are tbt sew, what are the big con- 
tracts and so on. It is aat at the stage when it is in g a a t k  
when they are tallipg; about it that we get the fecrat; it is 
only when the contract is concluded. But it is still useful to 
us as a guideline." 

2.29. The Committee desired to know whether the C o w a l  Couab 
sellom posted at various Missions abroad made available relevant cunm 
mic infomtion about market trends, prices, etc. A representative of the 
Miistry of Commerce replied in evidence: 

"They do send us." 

When asked whether this was done as a matter of regular routine, the wit- 
mess replied in the afhnative. 

2.30. To another question whether the Commercial Counsellors had 
been specially instructed lo collect information relating to fertdisers, the 
witness replied in the a m a t i v e  and added: 

"They respond regularly. That is part d their job. But they con- 
duct market surveys through specialis& agencies wherever 
they exist. and where such agencies do not exist, they them- 
selves conduct skeleton market surveys." 

2.31 The Committee desired to know whether any instance could be 
cited of the concrete. substantial assistance rendered by the Commercial 
Counsellors in regard to the trend of prices, market conditions, etc. The 
witness stated : 

"1 am not aware of  this contribution that they made in  this parti- 
cular deal. But we can find it  out." 

2.32. The Committee asked whether the Commercial Counsellors oc 
Attaches had any r d e  to play in the negotiations held with the suppliers 
either abroad or in India. The witness replied in the affirmative and 
stated : 

"Thev advise and asgist the head of the Mission on this particular 
issue of trade, commerce and economic question." 

The resentative of thc Department of Supply, however, stated: 

"Only in Japan, thc Commercial Counsellor or the First Secretary 
was there pith us in every meeting. In London and Wash- 
ington, we have our own staff and we mainly take their assie- 
tance." 



When asked whpther the Supply Missions in London and Washington were 
adequately equipped to render all necessary assistance in this &ard, the 
Britnsss replied: 

"They are both equipped." 

2.33. Asked about the assistance rendered by the officials of Missions 
abroad in countries other than the U.K. and U.S.A., and the nature of 
cwrdination between the purchasing organisation and the aforesaid Mis- 
sions, the representative of the Department of Supply stated: 

"In Germany, I do not remember. But in Kome, we did have a 
long discussion with the Commercial Charge d' Maires as well 
as the Ambassador. We have normally to rely on our own. 
we did get help from the Ambassador. I am talking about 
the earlier years 1972-73 when we did not, except for Rome, 
take much help from the Embassies. But of course we had 
written to them that we were coming there and they made 
arrangements for our stay, and if they had information, they 
would have given it to us." 

2.34. The Committee, thereforc, enquired whether this did not indicate 
that the Commercial Attaches had becn rather indifferent in this regard. 
The witness replied: 

"We did not get much heip, cxcep! for Rome and Japan and, of 
course, our own oflice in lJSA and London. But about the 
last two years Mr. . . .would be able to tell you more." 

The representative of the Department of Expenditure stated in this context: 
"ln all the plxcs that we went to, we associated the Commercial 

Counsellors on similar Embass! staff with the negotiations and 
whatever information they had proved to us quite useful. As 
regards the information-for rather. literature-that we get rs 
gularly from various sources. I find that tho Supply Minis- 
try has already iurnished to the Committee a note on that." 

The representative of the Department of Expenditure also furnished to the 
Committee a note on the part played by thc Commercial Counsellors and 
other Embassy officials in the fcrtilisers transactions abroad during the last 
two years which is reproduced below: 

"A Fertiliser Delegation consisting of Shri . . . . , Secretary, Depart- 
ment of Supply and Shri . . . . . Financial Adviser. visited Bel- 
grade, Zurich, London and Washington between 16th June 
and 5th July, 1974. 

m Is-?. 



At Belgrade, discussions were held with the ArnbassadW befoPo 
negotiations began with the Yugoslav suppliers. I)urizlg 
ptgotiations, First Secretary to the Indian Embassy at Belgra- 
de was present throughout. Mr. . . .of the State Trading Cor- 
paration was also present. 

At Zurich, discussions were held with Shri . . . .Indian Ambassador, 
who came from Bern for this purpose. No Embassy staft 
was, however, present during negotiations. The delegation 
had, however, briefing from Indian Supply Mission, London. 

At London, the delegation was assisted in all discussions with the 
suppliers by the Director General, ISM, London and his staff. 

A Fertiliser Delegatibn consisting of Shri . . . . Secretary, Depart- 
ment of Supply and Shri . . . . Financial Adviser, visited 
Dahran (Saudi Arabia), Rome, Milan, Amsterdam, London 
and Washington from 29th November to 9th December 1974. 

At Dahran, the delegation was briefed and assisted by Shri. . . .First 
Secretary of the Indian Embassy. 

At Rome, Shri . . . . Commercial Secretary of the Embassy briefed 
and assisted the delegation. 

During discussions a t  Milan. no Embassy staff was present and it 
was not necessary even after the briefing at Rome. 

A! Amsterdam, the delegation had discussions with the Indian Am- 
bassador and was assisted in its negotiations by the First 
Secretary of the Embassy. 

At London and at Washington,, the delegation was briefed and as- 
sisted throughout the negotiations by DG, ISM, London and 
DG, ISM Washington, respectively. 

A Fertiliser Delegation consisting of Shri . . . . Secretary, Depart- 
ment of Supply and Shri. . . . Financial Adviser, visited Japan - 
from 4th April to 15th April 1975. 

The delegation had discussions with the Tndian Ambassador at 
Tokyo and during negotiations. they were assisted by Messrs. 

I . . . .Commercial Counsellor and . . . .Attache (Commercial). 

A Fertrliser DeRegation consisting of Secretary (Supply) and 
Secretary (Expenditure) visited Rome, Zurich an&Un&r&far  
renegotiations of prices of fertiliscrs. 



At RoPne, Shri....had digcmhm as Secretary (dxpenditure) 
could not join him on acwunt of pm&g work at Dclbi. It 
is not clear ftm the! tour Note b what extent the local Em- 
bassy s t a  was associated in the discussio~m 

At Zurich, Secretary (Supply) and Secretary (Expenditure) held 
discussions with the suppliers assisted by Shri. . .  .First Sec- 
retary (Commercial). 

At    on don, the delegation was assisted by DG, ISM and his stail. 

A Fertiliser Delegation consisting of Shri ............ Secretary 
(Supply). Shri . . . . . . . .  Financial Adviser and Shri ....... 
Executive Director, MMTC visited New York and Washington 
for renegotiations of prices of fertilisers from 16th June to 27th 
June 1975. During discussions at New York, they were briefed 
and assisted by the Minister (Economics) and DG, ISM. At 
Washington, the delegation was assisted b-j DG, ISM and his 
staff. 

A Fertiliser Delegation consisting of Shri . . . . . . . . . . . .  Secretary 
. . . . . . . . . . . . . .  (Supply) and Shri Financial Adviser, visited 

Kuwait on 5-7-1975 and 6-7-1975 for rqegotiations of prices 
of fertilisers. The delegation was briefed and assisted by the 

. . . . . . . .  Indian Ambassador at Kuwait and Shri Commercial 
Secretary." 

2.35. In respect of negotiations held in India with foreign suppliers, the 
Committee desired to know whether information was obtained, prior to tbe 
negotiations and also on a regular basis, from the Missions abroad about 
the background of the suppliers, the prices, etc. The representative of the 
Department of Expenditure stated: 

"We always collect that information about every supplier from our 
commercial attaches or other embassy staff in London as well 
as in Washington." 

When asked whether such consultations were actually and purposefully taking 
place, the witness replied: 

'."On every occasion, as far as I am concerned, during the last year 
and a half, a tour report has been submitted after the delegation 
came back and in that report we generally mention the role that 
commercial counsellors and others play in the matter of nego- 
tiations." 

I. 

2.36. Since this was apparently contradictory to what had been stated 
Wlier by the representative of the Department of Supply that exoept h 



Rome and Japan, the Embassy staB were not of any d i , p  qpyp,msis tance 
in tbe.,matter of making available cbmmercial intelligence, the Committee 
desked, to .know the comt ,  factual position in this regard. The representa- 

, , I tiye of the Department of Supply stated: 

"I thought Mr. . . . . . . . .had dready explained that he had been in 
touch with the foreign embassies for the last two years." 

Clarifying the position, the witness added : 

''I was talking of the year 1972-73 when I went abroad. Except for 
the mission in Japan, London. Washington and Rome, we have 
not got much assistance from the other embassies." 

2.37. The Committee, therefore, asked whether this did not indicate that 
prior to 1973-74, the coordination between the Embassy officials and the 
purchase delegations was rather unsatisfactory. The representative of the 
Department of Expenditure replied: 

"It depends also on the Supply Depar:mcnt as to how far they tried 
to assist actively the Commercial Counsellors etc. Where there 
are no Commercial Counsellors, thc local embassy staff helped 
in the negoiiations in collecting information and passing on that 
information to the supply Department. During the last two years, 
1 have found that fie Secretary, Supply Department, has been 
very particular in assisting in ever; cwntry the local embassy 
people. Before he went abroad, he :tscd lo send scveral direct 
messages to get upto-date informarion and generally he used 
to get in touch with the crnbassies." 

Asked whether this did not convey the impression that the Department of 
Supply had not consciously sought the cooperation of the Embassies till 
1973-74, the witness replied: 

"I would not be able to comment on it myself." 

The representative of the Department of Supply stated in this context: 

"On the 16th April 1973, Mr..  . . . . . . . who was the Additional 
Secretary in the Ministry of External Affairs had written to the 
Ambassadors and the High Commissions of Washington, 
London, China, Tokyo and Kuwait tbat monthly reports on 
market intelligence should be sent to the Department of Supply, 
the Department of Agriculture and the Ministry. of Petroleum. 
This has already been followed up by the reminders from us as 
also .from the' .Bxternal @airs M,i.nistry-" 



Tbe Committee; thtrdore, desired to know whether coordination in this 
regard had been established 'only' a b u t  two years earlier and that this letter 
itself was necessitated by the fact of there having &en no coordination 
earlier between the Department of Supply and the officials of the Ministry 
of External Affairs. The witness stated: 

"This letter itself refers to the earlier letter of 13th December, 1972, 
which evidently the External AfSairs Ministry had seht to the 
various embassies. What 1 was trying to say was that although 
the embassics were asked to send us monthly reports, they did 
not send us regularly what we wanted. For example, frop Paris, 
we have only one letter and that was on the 4th June 1975. We 
did not get anything earlier. But we 'have been getting regular 
letters from Tokyo, Kuwait and literature from Canada." 

2.38. The Ministry of Comn~erce furnished, at the Committee's instance, 
a note indicating the role played by the Commercial Counsellors and similar 
officials in the embassies abroad in assisting the delegations sent from India 
for the purchase of fertilisers which is reproduced below: 

"Delegatims for the purchase of fertilisers were sent by MMTC and 
the Department of Supply. MMTC's delegations were sent to 
East European countries while &ose from the Dcpartnlent of 
Supply were sent to other countries. 

MMTC and Department of Supply have furnished tt,* following in- 
formation in respect of the assistance which they s'-ceived from 
the Indian Missions in the countries which the Delegations 
visited. 

M.M.T.C. 
MMTC Delegations on their visits abroad invariably contacted the 

Ambassador and Commercial Attache of the Embassy to get the 
latest commercial information available with them. The Com- 
mercial representative was kept in picture during the negotiations. 

In regard to the market intelligence/information about fertilisers the 
Embassies advised the MMTC on market situation. production 
problem, if any, and such other matters useful for the Corpo- 
ration in concluding contracts and also planning deliveries. 
When commercial officers came to India preparatory to trade 
negotiations etc., with the East European countries MMTC 
cmsulted them on various matters including fertiliser position. 

DEPARTMENT OF SUPPLY 
This Department required assistance fmm the Missions abtoad to 

collect and furnish periodical reports on fertiliser transactions 



taking place in their respective areas. The Missions were requir- 
ed to communicate all important activities in this field as sow. 
as anything come to their knowledge. This information was 
required to keep up constantly informed of the trend of the. 
prices and availability of various types of fertilisers etc. and to  
keep us posted with the details of prices at which transactions of 
fertilisers were concluded throughout the world at a particular 
period. 

With tZle above object in view we request the Ministry of External 
Affairs vide our letter dated 18-4-1967 to issue suitable instruc- 
tions to all the Indian Embassies/High Commissions abroad to 
furnish monthly reports to this Department. In response to such 
instructions, this Department started getting reports from a few 
Embassies/High Commissions etc., w.e.f. June 1967. The reports 
were, however, not received regularly and as such standardised 
proforma was devised and was forwarded to the Ministry of 
EKternal AlTai& on 10-8-1967 for circulation to Missions and 
posts abr,oad instructing them to furnish monthly reports in the 
prescribed proforma The Missions/posts etc., were also request- 
ed to furnish all extracts/cuttings of important news items 
appearing in the newspapers in the countries concerned. 

The requisite information was, however, received from few Missions 
only and that too not replarly. Fresh instructions were again 
issued on l a - 1 9 7 3  by the Ministry of External Affairs to the 
heads of Missions in Washington, London, Paris, Tokyo, 
Ottawa and Kuwait to furnish every month a report on com- 
mercial intelligence pertaining to the availability and procure- 
ment of fertilisers by maintaining close liaison with the con- 
cerned Government Department/Organisatian engaged in such 
activities. 

We have been receiving reports from above Missions/posts abroad 
since 1973. From France, however, only one report was 
received in June 1973." 

2.39. At the instance of the Committee, the Department of Supply fur- 
nished copies of the correspondence exchanged between the Department of 
Supply, the Ministry of External Affairs and the Missions as well as the copy 
of the letter dated 4 June 1975 received from Paris, referred to during 
evidence. The fo;lowing statement indicates the details of market intelligence 
reports received (position as on 5 August 1974) in pursuance of the letter 
dated 16 April 1973 from the Additional Secretary, Ministry of External 



ABeaits to the Head d Missions a t  Washington, London, Paris, Two, 
Ottawa and: Kuwait: 

Missions Report received for the month of 

I .  Washington . . a May 1973 
July '973 
Oc tober I 973 

June '974 
2. Tokyo . . . . October 1973 

February 1974 
March/Aprilrg74 
May I974 
J u " ~  I974 

3.Kuwait . . . . April1973 
September 1973 
October-November 1 973 
December 1973 
January-February 1974 ! 
March-April I 974 

- -.---- 
According to the Department of Supply, no report had been received during this period 
from London, Paris and Ottawa. 

240. When the Committee pointed out in this connection that a general 
impression was that Indian embassies abroad, with the exception of one or  
two large embassies, were not equipped adequately to gather market in- 
telligence on a commodity like fertilisers and as such the information 
supplied was often not useful, the representative of the Ministry of Com- 
merce replied: 

"We are trying to strengthen our Missions. We have a proposal now 
in hand; wherever there is shortage of staff, we are trying to  
convince the Ministry of Finance for more posts. I will give you 
the information as to what was the situation prevailing at that 
time.'' 

He added: 

"I am not aware where our peoplc actually failed. But, we are now 
having om psople who can glva tlha fe@td ldam&ll if they 
are approached in right time." 

2.41. The Committee asked in this context whether it was a fact that 
a job of a Commercial Counsellor was considered to b: rather low in the 
hierarchy as a result of which few of the officials in the Indian Foreign 
Service preferred to take up the assignment. The witness replied: 

"It is not true. IFS officers are actually eager to go in for sucb 
jobs." . 



"Actually we are associated with appintments to such posts and we 
are aware that we have plenty of people who are quipped also 
for doing this job and they are available." 

2.42. A note furnished subsequently by the Ministry of Con~mrrce indi- 
cating &e steps taken to strengthen Indian Missions abroad by posting. 
separate Commercial Counsellors as far as possible, is reproduced below: 

"There are 177 Indian Missions in the world (as on 1st April 1975) 
and we have separate Commercial set-ups at 53 places. 

As on 1st June 1972, we had Commercial set-ups at 54 places. In 

The 

1973 we added one Commercial set-up -thereby &sing the 
number of Commercial set-up to 55. In 1974, three Commercial 
set-ups were wound up leaving the number of Commercial set- 
ups at 52. In June 1975 the number of Commercial set-ups 
wound up was one and newly created were two, making a total 
of 53. 
guiding principle for setting up Commercial Wings in Indian 
Missions abroad is either the large volume of trade exchanges 
with that country or our export potential in that country. 
Based on this criteria the Ministry of Commerce has under con- 
sideration creating new Commercial set-ups at 8 places, augment- 
ing the strength in the existing set-ups at 5 places and raising 
the status of the existing Conunercial Officers at 2 stations. As 
no new posts can be created nor existing posts upgraded 
without the approval of the Cabinet, the proposals in this res- 
pect are presently under consideration of the relevant Minis- 
tries before being submitted to the Cabinet." 

2.43. The Ministry of Commerce also furnished to the Committee a 
note prepared, in consultation with fie Ministry of External Affairs, explain- 
ing the basis on which Commercial representatives were selected and trained, 
which is reproduced in Appendix VI. 

2.k W e  &e m i W w  t i  & d%@d 6 6  p"rehaae of fertaisers 
necessarily depends on a judgement of the market sitoation at a given point 
of time, it is absolutely imperative that the purchase agency is armed with 
all relevant data relating to international productioa trends, availability of 
ferbilisers, behavioar of world prices, recent happenings on tbe world ferti- 
liser front, ek. so as to be in a position to regdate imports in the best 
interests of the country. The Committee have been informed in this connec- 
tihi .lh4t aprt  from the .informPLsod gathierea frdrn htmhtional journd~ 
and paMirPtions devoted to the fertiliser trade as well as f h m  circulars re- 
ceived from certain international suppliers, tbe DepPrtment of Sapply also 



W:l' 
*qk#@b&* lontbily repayb fmh dle d@$ 6dkions ir London and 
Wdhgt811 md consultea the enibassks hi ~ o k ~ o  and w&iigtoll 8nd 
& l&h Col.alasion in London as to the appropriate riPe for m a k i i  
purchases. It has also been stated that reports were obtained from time 
to time from the embassies in Kuwait, Ottawa, etc. Relevant economic 
information relating to market trends, prices, etc. is also understood to have 
Wen made avsiilable by the Colnmercial Counsellors posted at variow 
hiW mfssions abroad. It, ho,wever, appears on the evidence that these are 
dl@ recent developments and that prior to 1973-74, the arrangements in 
U& regmd left much to be desired and the coordination between the embassy 
Meials dad the purchase organisation/delegalions was rather unsatisfactory. 
As has been admitted by a representative of the Department of Supply, apart 
from making arrangements for the stay of the delegetions, the offici:jls of 
Indian Missions abroad, with the exception of Rome and Tokyo, were not 
of any direct concrete assistance earlier in the matter of making available 
commercial intelligence on a regular basis. 'J'he Chairman of the MInemls 
a d  Metals Trading Corporation also conceded that when shortages beg- 
tb devebp in 1972 in the international market pushing up world prices, the 
consequences of fertiliser availability and prices were still to be understood 
in India. A representative of the Department of Expenditure (who had beem 
%sodated with various purchase delegations) also infermed the Committee 
that though during 1973-74 and 1974-75, delega4ions were sent abroad or 
suppliers asked to come to India for negotiations only when the Indian 
Ambassadors advised that it was the proper time for making purchases, 
"there may have been a few exceptions in the past." 

2.45. That there was no effective channel of communication between the 
Department of Supply and the Indian Missions abroad for a regular and 
confinuous exchange of information prior to 1973-74 is also evident from 
the fad  that though instractions had been issued in 1%7 to all the Indim 
3%aibassies/Higb Commissions abroad to furnish monthly reports, in a stan- 
h d i s e d  proforma, in regard to availability of various types of fertilisers, 
trend of prices, etc. the requisite information had been received from a 
few Missions only and that too not regularly, necessitating the issue of fresh 
instructions on the sabject by the Ministry of External Affairs in .4pril 1973. 
Even thereafter, cfming the period from Map 1973 to August 1974, while 
only four reports from Washington, five from Tokyo and six from Kuwait 
had been received, no reports had been received from London, Paris or 
Ottawa and it was only in June 1975 tbat one report had been furnished 
by the Indian Embassay in Paris. 11 also appears that during this period. !he 
Department of Sapply had not actively sought the coopemtion and assistance 
of the Missions abroad and their inaction h this regard between 1967 and 
1973 in spite of the fact that the requisite reports were not being received 
rqplndy needs to be explained satisfactorily. It is also regrettable that the 
westion of non-receipt of reports even after the issue of fresh instn~ctions 
h May 1973 bad been takm up wits the Ministry of External Affairs only 
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when tbere were violent flmcbatiom in tLe hternatiollcrl molLnt Eot f- 
oe aceollat of tbe gewral BransLarmath of the intenrpfioard economy fato: 
a seller's market, adverse weather conditiom, etc., the Committee feel that. 
tbe timely collection of market intelligence would bave ensured better @an- 
ning aad regalation of imports. 

2.46. AU this brings into sharp focus the need for improving the system 
of (imely collection of market intelligence and for strengthening the Copnme~: 
ciPl Wings in Indian Missions abroad. The general impression that Indim 
Missions abroad, with the exception of one or two large ones, are not ade- 
guatety equipped to gather necessdq intelligence, on a scientific basis, on a 
commodity like fertilisers also needs to be dispelled. The Committee haw 
been i n f o m ~ d  in this context that efforts were being made to strengthen the 
Commercial Wings at five stations, raise the status of the existing Commer- 
cial Officers at two stations and create new set-ups at eight places. While they 
would like b be apprised of tbe progress made in this regard so far, the 
Committee would like the officers sewing in the Country's Missions abroad 
to be well-trained and well versed in the nuances of gathering information 
of commercial value and feeding it back in time to the various government 
agencies at home. Now that the Minerals and Metals Trading Corporation 
has been entrusted with the respbnsibility of procuring fertiliwrs both from 
the Rupee Payment Areas and General Currency Areas, the Committee 
expect that more effective use would be made of commercial information 
d market intelligence collected from various sources and the system tbere- 
for placed on a mare scientific and firmer footing. 

2.47. The Audit paragraph points out that despite a decision having been 
taken in May 1971 that no delegation need be sent to Europe for purchase 
of fertilisers and again in February 1972 that a departure frum the policy 
of holding negotiations in India for purchases from abroad would be 
allowed only if it was in the national interest, eleven delegations had gone 
to Japan, West Europe, United Kingdom, United States of America, Canada 
and Kuwait during April 1971 to September 1973. The Committee also. 
learnt from Audit that the Department of Supply had stated (January 1975)- 
as follows in this conn~r!ic?n: 

"The contracts have been placed as a result of negotiations in India 
or mostly by sending delegations abroad as this system has 
been found to he effective as it gives an opportunity to the Dele- 
gation not only to meet the suppliers but also the producers. It 
also a%rds an opportunity to talking directly to the senior mem- 
bers of both' the suppliers and producing organisations. If. how- 
ever, a foreign team was invited to Tndia, it did not * always send 



their top member of the producers. It had been found that dis- 
cussions with the producers are very effective although it is 
correct that where they operate through their sole agents they 
do not talk of prices directly but they certainly use their intluence 
on the selling organisations for allocation of larger quantities and 
better prices. It is also possible for the Delegations to have a 

. . . . . . . . .  better feel of the market. 

The visits of the Delegations abroad are approved by the Screening 
Committee for all forcign deputations to whom justifications for 
sending the Delegations are furnished. This Department, there- 
fore, strongly feels that the best method of making purchases 
of fertilisers is b-y sending Delegations abroad. This is specially 
so as every effort is made to make purchases directly from the 

, producers at the best possible price without bringing in the s u p  
plying agents to the extent possible." 

2.48. The Department of Supply and the Minerals and Metals Trading 
Corporation furnished, at the instance of the Committee, statements indicat- 
ing (i) the composition of the delegations which went abroad for the purchase 
of fertilisers from March 1971 to 1974-75. (ii) the countries visited, (iii) 
period of visit and (iv) the total expenditure incurred on each delegation. 
which are reproduced in Appendix VII. The following position emerges from 
an analysis of the information received in this regard : 

Prrinrl 
No. nf  
ddega- 
tions sent 
abroad 

Between March 1971 and January rg7z . . . .  2 

During I 972-73 . . . . . . . . . . .  7 

During 1974-75 . . . . . . . . . .  4 

. . . . .  Brtwecn March 1q71 and January 1972 Nil 

During 1972-73 . . . . . . . . . . .  2 

. . .  . . .  During 1973-74 . . . .  2 

. . . . .  . . . .  During 1974-75 . . Xi1 
---- 



\ 
While all. the fouf. MMTC delegations consisted of the Director (Fertilisers) 
and the General Manager, the Department of Supply delegations had always 
been led by the Secretary, Department of Supply, who was accompanied by 
the Deputy Secretary, Department of Supply on 11 occasions, by one repre- 
sentative of the Finance Ministry on 11 occasions and by two representa- 
tives of the Finance Ministry on one occasion. All the seven fertiliker pur- 
chase delegations sent abroad during 1972-73 was led by Shri . . . . . . . . . . , 
Secretary, Department of Supply and the duration 0.' these seven visits and 
the countries visited are indicated below: 

I. 16 April to 3 &fay 1972 . . . . . Europe, U.K. 18 days 

11. r g M a y t o ~ + M a y r g 7 2 .  . . . . Japan I o days 

IV. 4 September to 20 Septernbrr 1972 . . . Japan 17 days 

V. 24 Xovrmber to 8 Drcernhrr rg72 . . . Europe. U.K., 15 (lays 
Kuwait 

V1. 28 January lo  3 February 1973 . . . Japan I 2 days 

VII. I 7 %larch 10 26 March 1973 . . . USA, U.K. to days 

2.49. Since a deliberate government decision had apparently becu taken 
in February 1971 and reiterated in May 1971 that no delegation need be 
sent abroad for the purchase of fertilisers, the Committee desired #o know 
why delegations had been sent despite this clear decision. Thc representative 
of the Department of Supply stated in evidence: 

"What is narrated in the portion of the paragraph is correct. There 
were a series of decisions-first, in Februar-4 1971, the decision 
was that ordinarily suppliers should be invited to come to India 
if negotiations were necessary; in May 197 1 ,  it was decided that 
no delegation need be sent to Europe. In February 1972, another 
decision was taken. All these decisions were taken at what are 
called 'high levels' by the Committee of Secre!aries and so on. 
But, subsequently, there was a departure. The Department of 
Supply, as a part of the Fertilisers Purchase Committee, felt 
that negotiations were necessary for which a team should go 
abroad. Then the prmedure laid down hy the Finance Ministry 
and others for this purpose was followed that requests for 
permission for the deleg;ilion to go abroad were sent after 
getting the approval of the Minister. They were sent to the 
Screening Committee and so on which included the Finance 
as well as the Cabinet Secretary. It was done after obtaining 
such a clearance. Jn each i n d ~ ~ d u a l  dcase, clearance was 
,obtained. That is all I can say." 



When asked whether the same authority which had taken the earlier decision 
in this regard had revised tjze decision s u b s e q ~ l y ,  the witness replied: 

"Well, Sir, it is the same authority." 

He added that these decisions were taken by the Cabinet Secretariat. 

2.50. In reply to another question as to why it had been decided to send 
deIegations abroad despite an earlier decision of the Cabinet Secretariat, 
the witness stated: 

"For each of these delegations, an appropriate request was made by 
the SupP'Iy Department to what is called the 'Screening Com- 
mittee' which consists of the Finance and Cabinet Secretaries." 

Explaining the sequence of events leading to the different decisions, the 
witness stated: 

"Here is an extract from the Cabinet Secretariat's letter. It has been 
indicated that the decisi,on not to send a delegation to Western 
Europe was influenced by the conclusion reached by the Secre- 
taries Committees on Internal Affairs at their meeting held on 
the 20th February 1971 to the effect that ordinarily suppliers 
should bc invited to tender for supplies and come to India for 
negotiations when such negotiations were necessary. . . . . . . . 
There is an extract that there was a proposal from the Supply 
Department for sending a delegation and, on that, a decision 
was takcn bjr the Finance Minister on the 19th May 1971 that 
the delegation need not be sent. This is what the Cabinet Sec- 
retary conveyed to the Supply Secretary at that time." 

2.51. Drawing attention to thc statement furnished by the Department 
of Supply indicating the composition of the different delegations, according 
to which the then Secretaq, Department of Supplv had lcd as many as 9 
delegations abroad between March 1971 and March 1973. the Committee 
desired to know the principles. if any, on which the wmpos:tion of the dele- 
gations was decided and whether it was alway obligatory for the Secretary 
of the Department to accompany every delegation. The Committee also 
asked whether it  would not be better to send experts in fertilisers instead of 
always selecting an eminent reprewntative of the bureaucracy for the 
purpose, which looked somewhat odd. particularly in view of the fact that 
the Secretary bad been abroad on as man!. as seven occasinn., in n ycm. The 
representative of the Dspartment of Supply replied: 

"I would submit that I am totally disqualified to comrncnt on the 
observation which you have made just now for one thing which 
may not be relevant here, that I have never been on these tours. 
The procedure is that the Department 'concerned which wants to. 



send a delegation has to get the approval of the Screening 
Committee of higher officials which includes the Finance 
Ministry too. And they always take into consideration various 
aspects and then they give their decision." 

2.52. When asked in this context wbether it was necessary to spend 
'foreign exchange for such trips abroad on so many occasions especially 
during 1972-73 when fertiliser prices were rising, the Additional Secretary, 
Department of Agriculture replied: 

"If I may give a preamble, 1 appear before you because the Secre- 
tary is absent. 1 have not dealt with the subject; but having read 
all the files and having had discus~ions with the concerned offi- 
cers, I would say that as far as the delegations-and decision to 
send them-are concerned, it is the exclusive responsibility of 
thc Department of Supply. They have gone through certain 
rules; DGS&D is their chief instrument." 

The representative of the Department of Supply stated in this context: 

"DGS&D does not come into the picture. The supply of fertilisers 
has been kept outside it. If I am unable to satisfy the Com- 
mittee, I am sorry. But I really do not know wbat 1 should say, 
because as I had said, this screening of delegations to be sent 
abroad is made by higher authorities." 

Clarifying the position in this regard, a representative of the Dcpartmcnt of 
Economic Affairs stated: 

"The Secretary, Department of Supply is supposed to have consider- 
able expertise in this matter because, as the head of that 
Department, he is making purchases to the tune of Rs. 1,000 
crores every year for various government departments and 
public sector undertakings, which include purchases of fertilisers 
and other goods. About the composition of the delegation it is, 
first of all, decided by the Fertiliser Purchases Committee and 
then the approvals of the Minister concerned and of the Com- 
mittee of Secretaries are obtained. This is the procedure for 
deciding the composition of delegations." 

2.53. The Committee asked whether the Chairman of the Minerals and 
Metals Trading Corporation, as a member of the Fertiliser Purchase Com- 
mittee, could enlighten-thc Committee on this point. The witness replied: 

"In that cornmittas we settle that it would be desimble for a dele- 
gation to go. We never specify that the 'Secretary should go w 



that he @odd be akornpanied by ~ r .  . . . . . . . . . . . . or it 
should be a three-member delegation or any such thing. We 
would have merely said that it would be in the fitness of things 
to send a delegation because the negotiations cannot obviously 
take place in India." 

2.54. Since it had been stated earlier that the Secretary of the Depart- 
ment of Supply was considered to be an expert in purchases, the Committee 
desired to know whether the official who had succeeded the former incum- 
bent as Secretary (Supply) in 1973-74 md had undertaken similar tours 
abroad for the purchase of fertilisers could be considered to have developed 
the necessary expertiss almost immbdiately after assuming charge of the 
post. The representative of the Department of Expenditure stated: 

"Before becoming Secrctary of the Department of Supply, Mr.. . . . 
was for four years the Director General of India Supply Mission, 
Washington." 

2.55. The Committee enquired into the reasons for the Deputy Sxretary 
,of the Department accompanying the Secretary on thc visits abroad acd the 
role played by him irr the negotiations. The representative of the Depart- 
ment of Supply replied: 

"In the negotiations with the various countries, somebody has to be 
present there all the time when the Supply Secretary is negotiat- 
ing, by pointing out as to what are the price available with the 
other countries; and what a;e the world trends. It is not possible 
for one man alone to take that information and to remember 
each and every fact and keep it right in front of him. And it is 
also necessary to have consultations amongst one another as to 
how best we have to negotiate from tlme to time. That is wZly 
the Supply Secretary, myself and the Finsncial Adviser, 3 of us, 
have been travelling, after obtaining the approval, as explained 
earlier, first from the Fertiliser Purchases Committee and then 
from the Screening Committee of Secrctaries." 

He added : 

"I have dealt with the purchase of fertilisers from 1966 and even 
prior to 1966. From 1973 fertiliser was m;7 main subject. 1 
am not doing any other work except purchase of fertilisers. SO, 
for the plnchase of fertilisers I am supposed to be conversant 
with aU the market trends etc. and that is why perhaps I waJ 
included in this delegation." 



Wbm asked why it had not been considered necessary to include the Deputy7 
Secretary in the delegatiom during 197475, the Wc88 roplicd: 

A "  . 
"It was for the Secretary, Supplies, to decide whether the Deputy 

Secretary should go with him 0: not. Whenever the Secretary, 
Supplies, wanted my services, I accompanied him." 

To another question whether there was anyone cise who had specialised 
in the purchase of fertilisers from abroad, the witness replied: 

"Secretary, Supplies is himself well-versed in this and there was also 
the Financial Adviser." 

He added: 

"In the Ministry fertiliser purchase 'has been dealt with by the Secre- 
tary, Supplies and myself." 

2.56. The Committee desired to be furnishcd with a note indicating 
the procedure followed in deciding thc composition of fertiliser purchasc 
delegations, the principles and criteria on the basis of which such dclega- 
tions were selected and the reasons for scndinp only certain officials every 
time. The representative of the Department of Supply stated in evidence: 

"The note will be prepared and sent in a few days. But, 1 am afraid, 
the dxisions regarding the composition of the delegation and 
so on wouid not contain such detailcd reasons which perhaps 
the Committee now wants. All that h a p p a  is that all persons 
who are directly dealing with the matter. or the Fertiliser Pur- 
chase Committee. decide so and so sho~~ld go and then the ap- 
proval of the Screening Committee is taken. This is what we 
find from the paper. So. I am rather apprehensivc whether 

any further information can bc gleaned from the papcrs, beca- 
use our speculation would not ht of much use to the Commit- 
tee". 

2.57. A note subsequently furnished in this regard by the Department 
of Supply is reproduced below: 

"The purchme of fertiliscrs used to be handled directly by the 
Department of Supply (without the intervention of the DGS&Db 
and it was personally supervised by the Secretary of the DeJ 
panment. The Secretary of the Department, in the natural 
course used to draw up proposals for delesations which went 
abroad for the purchase of fertilisers. Proposals made by the 
Secrdary., Department of Supply were duly pot approved by 
the Minister (Supply) and &re also referfed to the Screening 
Committee of Wxetaries, consfsting @ 'secrqary . . .  (Expenditure),. . 



Finance Secretary and the Cabinet Secretary. No criteria are 
available on record for the selection of the personnel of these 
delegations, but obviously these who knew the work went." 

At the instance of the Committee, the Ministry of Commerce also fur- 
n~sned a note on the subject, indicating the procedure followed and the 
criteria adopted by the Minerals and Metals Trading Corporation in deter- 
mining the composition of various delegations sent abroad for the purchase 
of fertilisers and other commodities and products which is reproduced be- 
low: 

"In view of the economy measures, usually a delegation going abroad 
for purchasing fertilisers and other commodities has been a one 
man delegation in the past. The delegation obtain necessary 
briefing from the PurchaseISale Advisory Committee of the 
Corporation as well as the Chairman, MMTC prior to under- 
taking the tour abroad. The delegation has to work within the 
brief given and seeks instructions from the Head Office in case 
departures from the brief are necessary." 

2.58. From the statement containing the details of various delegations, 
the Committee found that no Finance representative had been included in 
the delegations sent abroad by the Department of Supply during the period 
March 1971 to January 1972 and enquired into the reasons therefor. In 
a note; the Department of Supply replied: 

"The files do not indicate the reason for the non-inclusion of the 
Financial Adviser who is normally associated in such delega- 
tions, The files show that no comment on non-inclusion of re- 
presentative of Finance was made by the Expenditure Division 
of the Ministry of Finance." 

2.59. The Committee also found that two representatives of the Mi- 
 istr try of Finance had been included in the delegation to Japan from 28 
January to 8 February 1973 and desired to know thc rearms therefor. The 
representative of the Department of Economic Affairs stated in evidence: 

"On this specific case we will check up and give you a note. Ex- 
cept in this case, in all other cases, there is only one represen- 
tative of the Ministry of Finance." 

He added: 

"'These are big purchases involving large sums of money. Perhaps, 
it might have been considered that it is better to have the ex- 
perience of two persons rather than one." 
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When asked in this context whether it was necessary to have two such 
representatives from Finance, the witness replied: 

"From Finance it is very unusual; generally, there is only one 
representative. We will find out the reason in this case." 

In a note subsequently furnished in this regard, the Department of Supply 
informed the Committee as follows; 

"For the delegation to Japan of 28th January 1973 to 8th February 
1973, two representatives of the Ministry of Finance were in- 
cluded, viz. Financial Adviser (Expenditure') attached to 
Ministry of Supply, and Joint Secretary, Department of Eco- 
nomic Affairs. The only reason recorded in the file is a note 
saying that amendment may be made in the compositicn of depu- 
tation to include Shri. . . .Joint Secretary, Department of Eco- 
nomic Affairs. as per direction of Secretary (Supply). Depart- 
ment of Economic Affairs have intimated, on a reference made 
in the present context, that he was probably included on the 
ground that he was dealing with release of foreign exchange 
for fertilisers." 

2.60. According to a decision taken by the Committee of Secretaries 
on Internal Affairs in February 1971 and reiterated by Ihe Finance M k -  
ister in May 1971 no ddegation was to be sent abroad for the purchase 
of fertilisers and ordinarily suppliers were to be inv:ted to come to India if 
negotiations were considered necessary. It had been further clarified .in 
February 1972 that a departure from the policy of holding negotiations in 
India for purchases from abroad would be allowcd only if it was in the 
national interest. The Committee are, however, conceroed to find that the 
policy has been honoured more in the breach than in observance and that 
during the period from 1971-72 to 1974.75, as many as 15 purchase dele- 
gations of the Department of Supply and 4 delega'ions of the Minerals m d  
Metals Trading Corporation had visited various countries of the world 
and an expenditure of nearly Rs. 6 lakhs had been incurred on these ac- 
counts. The Conmnittee have boen informed in this connection that clear- 
ance for a departure from the approved policy was obtained in each indi- 
vidual case from a screening commit'ee, which included the Cabinet rrnd 
Finance Secretaries, and that the system of sending Celegalions abroad had 
been found to be more effective for the following reasons: 

(i) This gives an oppr(uni!y to the delegation not only to med the 
suppliers but also the producers, without bringing in, to fhe 
catent possible, the agents. 



(ii) Foreign teams invited to India did not always consid of the 
senior representatives of the suppliers and producers and there- 
fore, by sending Indian delegations abroad it was possible to 
deal directly with the sedor representatives.. 

\ 

(iii) By going abroad it is also possible for the delegations to have 
a feel of the market. 

2.61. Whatever may be the merits of thee argumenbr, it is a moot 
point whether t r ip  abroad by such delegations on so many occasions and 
at considerable expense were absolutely necessary and un?voidable, parti- 
cularly in 1972-73 when as many as 7 delegations of the Department .of 
Supply were sent to various part.. of the world for negothling purchases. 
and whethnr the same resul!s could not have been achieved by inviting the 
suppliers/producers to India. While market conditions could have been 
assessed on the basis of regular and continuous market inteligcnce reports, 
lndia being one of the largest purchasers of ferlilisers in the world it should 
havo been possible to insist upon the suppliers/producers to sent their 
senior representatives for negotiations in India. Besides, it would also 
be seen from a specific instance of purchesc of ammonium sulpPlate which 
has been discussed later in ins  Report. that on account of the Secretary 
of the Department of Supply being away from the country on one such 
visit, negotiations with the suppliers from another country invited to India 
hpld to be postponed at a time when world fertiliier prices were rising. 
resulting in purchases at higher prices subsequently to the detriment of 
national interest. ln these circumstance& the Committee have their 
reservations about the real utility of such visits abroad. They would, 
therefore, urge Government to review carefully the need for these fre- 
queqt vicrits and approve them only after a thorough examinalion of thdr 
justification. which should be invariably recorded, and only on occasions 
when it is considered absolutety inescapable in the coun'ry's wider interest. 

2.62. Whet, however, causes greater concern to the Committee is the 
ahwnce of any clearly defined criteria for determining the compnsition of 
ferlilkr purchase deleptiom and i h ~  lack of uniformity in this regard. 
W'hile th- Committee have been informed by !he Commerce Ministrv that. 
nn grou~ds of economy, ihe Minerals and Metals Trading Corporation 
had been sendine uwdlv only one-man delegations in the past for purcha- 
sing fertilisers and otbw commodities, they find thqt the Department of 
S~ipply have been adopting different norms at different times in regard to 
their delegatiow. Thus, while the delega1ion comprised of onlv tbe 
Secretary of the Deparfment on one occasion (November 1971 to Japad. 
the Secretary had heen accomphnied by the Deputy Secretary dealing with 



fertillsers on two occasions (July 1971 and July-August 1972); by the 
Deputy Secretary and one representative of the Finanre Ministry on seven 
occasions (April-May 1972, May, 1972, September, 1972, November- 
December, 1972, Mruch 1973, August-Sepembw 1973 and September 
1973), by the Deputy Secretary and two representatives of the Finance 
Ministry on four occasions (April 1974, May 1974, June-July 1974 and 
November-December 1974). Apart from informing the Committee that 
the composition of various delegations was duly got approved by the 
Fertiliser Purchases Committee, Ministcc of Supply and the Screening 
Committee of Secretaries, the Department of Supply have not beem in a 
position to exflain the criteria on the basis of which the s t d e c k  of per- 
sonnel for the delegations was made. The reasons k r  the nom-indusion 
of a Finance representative in the delegations sent abroad between March 
1971 and January 1972 and for the inclusion of two representatives of 
that Ministry in the delegation sent to Japan in January-February 1973 
have also nut been satisfactorily explained. As regards the inclusion of 
the Deputy Secretary in some of the delegations, the Committee have been 
informed that as it was not possible for the kre t a rp  to carry all relevant 
information with him and also in view of the necessity to have consul- 
tations as to how best the negotiations could be conducted, he had been 
included to render assistance in this regard. If this wre indeed .so, it is 
not very clear H"hy the oflkial, who is supposed to be "conversant" with 
market trends, prices, etc., had been excluded from the del+tion to Japan 
in November 1971, which comprised of only the Secretary of .the Depart- 
ment and also from the delegations that were sent abroad during 1974-75. 

2.63. The Committee have also been informed by the Chairman of 
the M i n d s  and Metals Trading Corporation (who was a h  a member 
of the Fertiliser Purchases Committee) that h e  Ferfiliser Purchases Com- 
mittee only took a decision on the short polnt whether it was desirable for 
a purchase delegation to be sent abroad when negotiations could not take 
place in India and did not specify what should be the size and composi- 
tion of the delegation. It would, therefore, appear, prima facie that this 
qaestion had been decided often in an ad hoc or routine manncr. The 
Committee recommend that well-defined and clear-cut criteria and princi- 
ples should be prescribed in #this ree;ard and the size and composition of 
purchase delegations detedned after a most careful consideration and 
scrutiny and expenditure thereon kept to the barest &mum. Tbe dele- 
gations should also comprise only of persons possessing the requisite 
expertise and specialised knowltdge of the commodity that is to be 
purchased. . .. 
D. SPECIF'IC CASES 

2.64. The Commlrtee will now proceed to examine some of the jn- 
dividual cases of purchase of fertilisers noticed in test audit and highligh- 



ted in Qe Audit paragraph, each of which deals with an important aspect 
of purchase. 

( a )  Purchases at higher prices in the domestic seasan of the foreign 
country. 

i 

A udit paragraph. 

2.65. Against a tender for 0.60 lakn tonnes of diammonium phosphate 
floated in February 1971, including 0.20 lakh tonnes for supply to a pub- 
lic sector undertaking, the rates (f.0.b.) accepted were between Cana- 
dian $58.98 and $64.48 the rate for delivery in April, 1971 was the 
highest (Canadian $ 64.418) as that fell in the domestic season for ferti- 
lisers in the foreign country from which the fertiliser was to be imported. 
The Fertiliser Purchase Co~umittee observed that the indent should have 
bcen placed by the public sector undertaking well in advanc so as to avoid 
purchase in the donicstic season d the foreign country. Out of 10,000 tonnes 
to bc shipped in April 197 1, 8,845 tonncs wcrc shippcd in that month and 
the rest was shipped in May 1971. 

[Paragraph 41 of the Report of the Comptroller and Auditor Genmal 
of India for the year 1973-74, Union Government (Civil), P. 102, 

case (i)] 

2.66. The Committee learnt from Audit that the Department of Sup- 
ply had stated (January 1975) as follows in this regard: 

"A tendcr for the supply of 60,000 tonnes plus 25 per cent of 
DAP was issued in February 197 1 under Canadian Aid. The 
offers received ranged from C $ 58.98 to C $ 71.10 Contracts 
wcrc placed at quotations ranging from C $ 58.98 to C $ 
64.48. 

It is correct that the Fertiliser Purchase Committee in their meet- 
ing on 6th March 197 1 obscnrai that the Department of Agri- 
culture should place their indents well in advance to 
avoid purchases in the donicstic season of the foreign coun- 
try." ' 

2.67. The Committee asked whethsr it was a sound strategy to make 
purchases at higher prices in the domestic season of the foreign country. 
The  representative of the Department of Supply replied in evidence: 

"Let me cxplain it. If the demand was given in December. the 
delivery was required at so many thousand tonnes per month 
starting from February. So, a part of thc dclivery period 



falls within the domestic season of that foreign country. 
This is an inescapable situation, unless of course the demand 
is placed very much in advance to enable us to buy and 
stockpile it here. If the demand comes 3 or 4 months earlier 
with a spread-out delivery period, there is no escape from 
the situation that a part of the delivery period falls within 
the domestic season of that country." 

The committee, therefore, desired to know the difficulties in any, in plac- 
ing the demand earlier. The witness stated: 

"The Supply Department is concerned with purchases only. The 
demands come from other deparfments. The Secretary of 
the Supply Department presides over the Fertiliser Purchase 
Committee." 

% 

When asked in this context whether this implied that things were done 
mechanically without any genuine coordination between the relevant 
Ministries and that the Supply Department did not assist various Ciovern- 
ment departments in procuring commodities from abroad at the best pos- 
sible time and prices the witness replied: 

"Respectfully, I would not put it that way. What I meant was, 
the supply department has been acting only as a purchase 
organisation. It could not prod the indenting departments 
and say, 'You give us your requirements'. Perhaps they 
should have given us, but they did not do it." 

The Additional Secretary, Department of Agriculture stated in this con- 
text: 

"In respect of this particular item, our demand was with the supp- 
ly department by 17th December 1970. 1 do not know what 
difficulties they had-genuine or otherwise-in acting in 
time." 

2.68. The Committee enquired into the basic methodology followed 
by the Department of Supply so as to ensure purchases at the most advan- 
tageous time. The representative of the Department of Supply replied: 

"The basic methodolgy is, when the indent comes, the Supply 
Department tries to arrange for the purchase in the best 
method possible. As I explained, if the delivery period falls 
in a ccrtain .month which is within the domestic season of a 
foreign country, it is an inescapable situation. In this parti- 
cular case the delivery period was April for 20,000 tonnes. 
It is true the indent camd to us in December." 



When asked whether the Supply Department had ever pointed out to the 
indentor that the demands should have been placed in advance so that 
purchases could be made at the p r o p  time, the witness replied: 

"Initially, the Agriculture Department was not proded to give the 
indent. After the indent came in December, from January 
onwards quotations were called and then the contract was 
finalised." 

The Additional Secretary of the Department of Agriculture, however, 
stated in this context: 

"We always give advance requirement so that they can buy in the 
off-season of those countries. If we had given it by Decem- 
ber, they could have contracted earlier and arranged the pur- 
chases much earlier." 

Another representative of the Department of Supply added: 

"Wc have always seen that the requirements of the Department of 
Supply should be placed as early as possible and it is also 
our effort to make purchases which do not clash with the 
domcstic season. But these are not always avoidable. If we 
require the fertiliser during their domestic season, we have to 
comply with our requirements. We recently made purchases 
in USA when therc was domcstic season." 

2.69. In view of the fact that purchases of fertilisers from abroad had 
to be resorted to almost continuously, the Committee asked whether the 
market intelligence ohtained by the Department of Supply from Indian 
Missions abroad was not passed on the Department of Agriculture to 
enable that Department to place its demands at the proper time depend- 
ing on market trends. The witness replied: 

"Copies of market intelligence also go to the Dep~rtment of Agri- 
culture." 

2.70. When the Committee pointed out that it, therefore, appeared 
that the Department of Agriculture had not made adequate use of the 
market intelligence reports, the Additional Secretary of the Department 
replied : 

"In this particular case, by December. the indent was available. 
Maybe, therc were somc procedural difficulties which they 
must point out." . a,.. 



.2.71. Explaining the circumstances in which a higher price had to be 
paid in this spe,cific case of purchase of di-ammonium phoshate, the re- 
presentative of the Department of Supply stated in evidence: 

"The high price in this pa icular period of April had to be paid 
because a part of the ! uantity was required in April and so, 
there was no escape from it." 

The Chairman of the Minerals and Metals Trading Corporation, however, 
stated in this context: 

"Actually, there is no harm in getting shipments during the domes- 
tic season but you have to procure it earlier." 

Clarifying the position, he further stated: 

"I am a member of the Fertiliser Purchase Committee and from 
1st August the entirc work of Supply Department has been 
transferred to MMTC. 

So far as rupce payment countries are concerned, we plan pur- 
chase during our bilateral negotiations with those countries 
and we are assured of certain supplies every calendar year. 
Urea, CAN, Amm. Sulphate and MOP, these are the four 
types that we get from socialist countries. As to whether ship- 
ment during the domestic season should necessarily push up 
prices, that in not quite correct because if you procure ferti- 
liser in October and ship it out in April, you will still get it at 
price." 

The witness added: 

"Time of procurement is important but time of shipment is not 
important." 

2.72. Since this statement appeared to contradict what had been stat- 
ed earlier by the representative of the Department of Supply, the Com- 
mittee desired to know the correct, factual position in this regard. The 
representative of the Department of Supply stated: 

'It does not necessarily contradict. What Mr. . . .said was that 
if we had been able to go into the market in the slack season, 
for example in October in the USA, it would have been all 
right. As it happened, the indent came to us in the middle . . of December." 



In fu~ther  clarification, the witness stated: 

"The main point which is that although indents may have been 
placed during a certain period, maybe in the month of Decem- 
ber or  so, but a great deal depends on the delivery date. 
From our record, in fact, what Audit has picked up is really 
the observation of the Fertiliser Purchase Committee itself 
that the price was high because the purchases had to be made 
in April which really meant that purchases had to be made 
for delivery in April. Now, I read out the quotations which 
we had received against this tender. They read as follows: 

'For delivery in June, the CIF price in US Dollars was 75.37 
and 76.69 from one source and from another 76.87. Then 
for July, it was 73.39 whereas the CIF price for delivery in 
April was 81.84'. 

There was no other quotation for delivery in April. That, is what 
our record indicates." 

He stated further: 

"What I meant to say was that the observation made in the Audit 
Report is something which the Fertiliser Purchases Com- 
mittee, consisting of members of various Departments, had 
themselves felt at that time and, therefore. it is not some- 
thing which we can deny-because it is on record, it is in the 
file, it is in the proceedings of the Committee. And what I 
find from the records or contract or tender or the quotations 
that were received is that, as I had read out just now, the 
price for delivery in April was $ 81.84 c.i.f. whereas for 
delivery in subsequent months the price was considerably 
lower. Therefore. what I meant to say was that as the in- 
dent had been received in December. even supposing we 
had finalised the contract in January. it might not have made 
much difference. We actually entered into the contract a 
little later. The tender notice was issued in February and 
the offers were considercd by the Fertiliser Purchase Com- 
mittee on 6th March 1971 and then the orders were placed. 
Therefore, between the first intimation about the requirement 
of the Agriculture Ministry and the finalisation of the deci- 
siorl regarding this purchase, there was a gap of about three 
rnonths which was taken up in this way that initially the A N -  
Affairs asking for allocations and qo on and they sent a copy 
culture Department wrote to the Department of Economic 



to the Supply Department; then all the formalities regardin& 
the financial part of it were cleared; then the Supply Depart- 
ment took steps for the actual calling of quotations. That 
was' done probably in February and the tender enquiry was 
actually issued -on 15th February 197 1 ; offers were received 
on 2nd M m h  1971 and they were decided by the FPC OL 
6th March 1971 and the prices cited for delivery in April 
were the highest. 

Mr. . . .had mentioned October. 1 do not know what is the pro- 
per season, but he said that Octobm was perhaps the slack 
season. And we could not offer to buy in October, obvious- 
ly because there was no demand in October. It came to US 
in December. Then there was some time taken and the ten- 
ders were decided in March." 

2.73. The Committee, therefore, asked whether this did not indicate 
that there was an avoidable mistake in not placing the indents wdl in ad- 
vance so as to secure an advantage of prices. The witness replied: 

"1 am not denying that." 

2.74. Since this appeared to imply that the delivery period was also 
a vital point in determining the prices, the Committee again drew atten- 
tion to the evidence of the Chairman, Minerals and Metals Trading Cor- 
poration and desired to know the reaction of rhd witness, who replied: 

"1 have looked into all the papers and the information available, 
but the opinion of Mr. . . .is something which I cannot ex- 
plain; because, from the contract, I have found, as I have 
said, that the delivery being asked for in April had resulted 
in a higher price being demanded." 

The Chairman, Minerals and Metals Trading Corporation intervened and 
stated: 

"This is rather an exercise in semantics because the Fertiliser Pur- 
chases Committee only said that the public sector undertaking 
should place the indent well in advance so as to avoid pur- 
chases in the domestic season of the foreign countries. So, 
we were to avoid purchases in the domestic season or, in other 
words, the Spring season, and so we place it in December. 
The time of shipment does not play a big role. So, even the 
opinion of the FPC is the same as what I had stated." 

2.75. The Committee asked whether it was not the responsibility of 
the Supply Department to advise other Ministries to act expeditiously in 



the matter of appearing in the market at the most opportune time. The 
representative of the Department of Supply replied: 

"The sequence of events is like this. On 17th December 1970 
the Agriculture Ministry wrote to the Economic Affairs Minis- 
try about the requirement of 60,000 tonnes and then the 
Economic Affairs people responded. Again, in the middle of 
December 1970 they added the requirements of a private 
company too, of 75,000 metric tons. Then, the Ministry of 
Agriculture asked the Ministry of Economic Affairs to allot 
funds and, as I have said, a cops of that was sent to the 
Supply Department. A meeting of the Fertiliser Purchases 
Committee was held on the 4th January 1971, when the Agri- 
culture Department's representatives said that their require- 
ments were 120,000 tons-about 40,000 tons were required 
for Trombay and 80,000 tons for other States. A represen- 
tative of the Economic Affairs Department stated that half of 
this quantity should be purchased from USA and half from 
Canada and therefore the Fertiliser Purchases Committee took 
a decision that tenders should be issued simultaneously 
both in USA and in Canada for the same quantities and deli- 
very periods. Then, on 8th January 1971-that is, about 
four days after the FPC's decision and about three weeks 
after the first intimation had come from the Apiculture 
Department, the Supply Department wrote to the Indian S u p  
ply Mission to cbnsult both the USAID and Canadian AID 
Administrations a b u t  the date of issue of tender, and the 
Indian Supply Mission confirmed on the same day that deli- 
very from Canada alsq was possible. On 1 1 th January 197 1 
the ISM was told that the tender waq proposed to be issued 
on 14th January with the opening date as 4th February 1971. 
But on the 2nd February 197 1, after a further meeting of the 
Fertiliser Purchase Committee, the Supply Mission was asked 
to consult the Canadian Aid Administration and indicate 
finally the date of issue of tenders. The Supply Department 
particularly asked the Supply Mission to ensure that the time 
allowed for tendering should be kept within 15 days. Then, 
ultimately, on; the 15th February, the enquiry was issued with 
opening date fixed for the 2nd March 1971. This is the 
sequence of all the formalities done." 

the Additional Secretary, Department of Agriculture stated in this context: 
"I would like to just mention one thing here. The impression 

given is that had the Department of Agriculture come with 



their requirements earlier and the Economic Affairs  art- 
ment had given the funds earlier, more expeditious action 
would have been taken. I want to correct the information. 
Realising this, we told the Supply Department on the 17th 
December that procurement action should be initiated in anti- 
cipation so that we could take advantage of the slack season 
price. But we cannot avoid getting shipments during the 
domestic season. There are shipping difficulties, handling 
difticulties at thc ports. We have to get requirements 
throughout the year. It is not possible to avoid any particular 
month for shipment." 

2.76. The Committee desired to know when the Trombay Unit of the 
Fertiiiser Corporation of India had intimated their reyiurements of di- 
ammonium phoshate to the Department of Agriculture. In a note furnish- 
ed to the Committee, the Depar-tment stated. 

"The communication in which the Fertilisor Corporation of India 
intimated their requirements of di-ammonium phosphate for 

, Trombay plant is not forthcoming. It, howcver, appears from 
the note of the then Joint Secretary recorded on 9th Novem- 
ber 1970 that at that time this Department was aware of the 
requirement by the Fertiliser Corporation of India, Trombay 
of 20,000 M/Ts DAP for kharif 1971 and of 20,000 M/Ts 
for rabi 1971-72." 

2.77. 'rhe Committee desired to know when the Department of Sup- 
ply had hcomc aware of the high prices quoted for delivery during April 
1971 and whether, the Department had taken up the question of postpon- 
ing the delivery with the indentor. The representative of the Department 
of Supply stated : 

"As I mentioned earlier, these quotations were considered by the 
Fertiliser Purchase Committee itself on which the Depart- 
ments of Agriculture, Finance and Supply were represented. 
The Committee as a whole took the decision to accept the 
price for April." 

He added: 

"The offers were received on 2nd March 1 97 1 . Four Uajrs later, 
the Fertiliser Purchase Committee considered the offers and 
the Committee. as a whole, took the decision." 



2.78. At the Committee's instance, the Department of Supply. furnish- 
ed the relevant extract from the minutes of the m t i n g  of the Fertiliser 
Purchase Committee held on 6 March 1971 relating to this purchase, 
which is reproduced below: 

"Tenders had' been invited for the purchase of 60,000 MT+25% 
of DAP for the period April to July 1971 and for NPK of 
various grades for a quantity of 70,000+2574, MT required 
between April to July 1971. The purchase was to the financed 
out of the Canadian AID. The tenders were given wide 
pu'blicity in India by the Ministry and in Canada by the ISM, 
Washington. 

The tenders received were considered by the Fertiliser Purchase 
Co~nmittec and it was decided to accept the offers keeping in 
view the urgency of the requirements of the Department of 
Agriculture. 

Di-.\mmonium Phosphate Drlivrry period indirated in thr tendrr. 

May . . 10,- MI' 

The representative of the Department of Agriculture stated that 
though his requirements for the months of April and May 
were very urgent, in view of t'he high prices for thc earlier 
deliveries he would be satisfied with the purchase of only 
10,000 MT. The Committee. therefore. decided to accept the 
following offers: 

Qty. 11.1' 1:OII price C&F pricr Month nf 
in US in US'$ rleli\.rry 



Keeping in view the prices received, it was possible to purchase 
only a quantity of 69,500 MTs although under the terms of the 
tender a quantity of 75,000 MTs could have been purchased 
or subsequent to the issue of tender the Department of Agri- 
culture had asked for the purchase of a further quantity of 
30,000 MTs from Canada. The last purchase was made in August 
1969 when the range of prices was Canadian $59.16 to Canadian 
$59.70 to FOB. The price was proposed to be accepted under the 
present tender ranged from C$ 58.98 10 C$ 64.48. The price 
of C$ 6A.48 for delivery during the month of April was evident- 
ly higher because of clash of our requ'rcmen's with the domes- 
tic season in can ad:^. On this point the Committee drcw the 
atten'ion of the representative of Department of Agriculture 
to the fact thal efforts should be made for procurement to 
be made well in advance so that it did not clash with the 
domestic season. This was especially necessary in regard to 
the requirements of the public gector project$, where it was 
possible to  ,anticipate in advance the requirements of the 
Project. In this connection the Commi'tce had been informed 
earlier that at times it was not possible for the Department of 
Agriculture to forecast the requiremen's as the State Govcrn- 
ments keep on changing their requirements from time to time. 
In this case, however, as the requirements were in respect of 
a public sector project l l i : .  the Trombay Project, the Commit- 
tee felt that the indents should have been placed wcll in 
advance to avoid purchase in the doniestic season. The repre- 
sentative of the Department of Agriculture stated that every 
effort was made to avoid purchase in the domestk season. 
However. this was not possible at all times. 

The Con~nnttee also cxamined and decided that it would not be 
advantageous to scrap the present tender and to go out for a 
fresh tender as it was not po~sible for the Department of 
A,griculture to defer the deliveries beyond the period asked 
for and reinviting tenders was not likely to yield better results." 

2.79. The Committee des'red to know whether the extra price paid by 
Government in this particular case by npt plscing the indent earlier could 
be quantified. The Chairman. Minerals and Metals Trading Corporation 
stated in evidence: 

'.I would say that it would be rather difficult to quantify it, except 
that the lowest price in the quotation was 58.98 for delivery 
in subsequent months. So we can only conjecture that if 
the order had been placed three months earlier we might have 
p t  the lowest price quoted against the tender." 



The Department of Supply furnished, at the Committee's instance, a 
comparative statement of the prices obtained, during the period from 
1969-70 to  1974-75, for supply of different varieties of fertilisers, from 
which the Committee found that in respect of another contract concluded 
in April 1971 for the supply of 90,000 MT of Di-Ammonium Phosphate 
(against USAID) during the June-August 1971, the f.0.b. prices ranged 
bctween US Dollars 53.49 and US Dollars 54.32. 

2.80. When asked whether there was any particularly impressive reason 
for not placing the indents earlier in this case, the representative of the 
Department of Supply replied: 

"The knowledge of the requirement first came to +h: Supply Depart- 
ment in December. Then, corrcspondencc was going on 
between the Agriculture Department and the Economic Affairs 
Department about the provision of funds for this purpose. 
After that, some time was taken up, may be two months, 
which cannot be judged to be too long a period." 

A note subsequently furnished in this regard by the Department of Sapply, 
indicating the reasons for the de!ay of about tw.o months in floating the 
tenders in this case, is reproduced in Appendix VIlI. 

2.81. The Audit paragraph also po'nts ovt rhat out of the quantity 
of 10,000 tonnes to be shipped in April 1971, only 8,845 tonnes were 
sliippcd in that month and the balance quantit;! in May 1971. The Com- 
mittee, therefore. desircd to know Whether any pic:  reduc!ion was obtained 
in respect of the quantity delivered in May 1971 since the price of Canadian 
Dollars 64.48 had be-n quoted in rezpect of April deliveries. In a note, 
the Department of Supply stated: 

"8,815 M T  of material was shipped on 23.4.197 1 by vessd 'Black 
Knight' and balance quantity of 1.148 M T  was shipped by 
vessel 'Vishva Pratap' on 1.5.1971. This ship re-ported for 
loading on 29-4- 197 1 but sailed on 1-5-197 1. 

There was thus a delay of only one day in respect oE 1,145 MT 
of the material." 

232. As pointed out earlier in this Report great care should be taken 
in planning for ,?he import of n commodity like fertilisers, which is acutely 
sensitive to world demand, supply and price trends. In this conted, the 
timely and most economical procurement by availing of the hest market 
conditions assumes importance. The Committee, howevcr, regref to ob- 
serve that in this particular ease, failure to anticipate Qre requircer~ts of 
the seeding programme of a public sector undertaking and place the in- 
dent well in advance had resulted in avoidable purchases at considcrab& 



higher prices in the domestic season ot the foreign country. Though it hrre 
been contended by the Department of Supply that in this particular case 
$he payment of higher prices was inescapable as part of tbe quantity was 
required in April 1971, which happened to be the domestic swson ol the 
foreign country, the Committee have been informed by the Chairman of the 
Minerals and Metals Tradii Corporation that there was no harm in getting 
shipments during the domestic season if the contract had been concluded 
earlier and that while the tmre of procurement was important, the time of 
actual shipment was laot very material. It has dso been conceded by the 
representative of the Department of Supply that there was an avoidable 
mistake in not placing the indents weil in advance so as to secure an ad- 
vantage in prices. 

2.83. In tbis context, the Committee find that the Department of Agri- 
culture were aware of the requirements of di-ammonium phosphate for the 
public sector undertaking (Trombay Unit of the Fertilizer Corporation of 
India) in the beginning of November 1970 itself if not earlier. Yet it was 
only after a lapse of 14 months that the indent was placed, on 17 Decem- 
ber 1970, on the Deparfment of Supply. While the reasons for this delay 
need to be explained, a further delay of about two months occurred in float- 
ing the tenders. Explaining the reasons for this delay, the Department of 
Supply have stated, inter alia, that procurement action could be initiated by 
them only after allocation af funds, which was made by the Department of 
Economic Affairs on 4 January 1971, and that some delay a h  occurred 
because the Canadian Government had to be consulted about the liming 
of 'the issue of tenders. The Committee, 'however, find that the Supply 
Departanent had been asked by the* Agriculture Department, on 17 December 
1970, to initiate procurement action in anticipation so that advantage could 
be taken of the slack season price. 

2.84. It is, therefore. amply evident that the handling of this pur- 
chase both by the Department of Agriculture and the Department of Supply 
has been rather unsstisfadory. Purchase at higher prices on a plea of 
urgency of requirement could have well been avoided In this case had 
the planning been done in advance and more effectively and the indents 
placed in time. As has been pointed out by the Ferliliir Purchase Com- 
mittee, effbrts should have been made for procurement well in advance so 
m t  the purchases did not clash with the domestic season, and this is espe- 
cially necessary in regard to the requirements of public sector projects 
whose requirements can be aatScipHed in advance. l%e Committee need 
'hardly emphasise the necessity for a wellcoordinated timely, Iurd eon- 
certed attho ib this regard and they expect that. benefiting from this expe- 
rience, neawssry steps will he taken to streamline the procedures for grin- 



ljpg lor the import requir~unenls of ,pbl ic  seelor projects. 'l'hc Committi& 
wPuld like to be apprised in some detail, of the remedial measures already 
!@ken or conrrmplted. . . 

I.  d 2.85. Incidentally, the Committee note that copies of market intelli- 
&me reports from Indian Missions abroad are also sent to the Department 
d Agriculture and it should have, therefore, been possible for that Depart- 
ment to have made use of these for placing the demand at the proper time 
bakhg into account the market trends. That this was not alone in this case 
wunld indicate that little or no use is made by the Department of the mar- 
kt*! intelligence received by it. As the agency mainly responsible for en- 
Buring that fertilisers are procured and made available on time and for m- 
ordimling various activities in this regard, thc Department should also con- 
st;~itly monitor the behaviour of the market, availability etc., and not 
leave it entirely to the procurement agencies. 

(b) Purchase of Ammonium SuEphate at Izighcr prices .:+ - 
A rrdi f paragraph 

2.86. The original import programme for 1971-72 provided for impon 
oi 1 lakh t o m s  of ammonium sulphate from Japan and 0.70 lakh tomes 
mare from West Europe. The shipments were required to be during July 
to September 1971. 

2.87. In May 1971, the Department of Agriculture intimated the final 
requirement to the Department of Supply as 4.50 lakh tonnes, 2 lakh tonnes 
by October 1971 and the balance 2.50 lakh tonnes by February 1972. The 
Department of Supply wanted (May 1971) 20  send a delegation to West 
Emope for this purpose before holding negotiations with the Japanese sup- 
pliers, whose prices were generally higher, so that purchase from them did 
kt push up West European prices. Government, however, decided (May 
197 1 ) that no delegation need be sent to Europe for purchase of fertilisers- 

2.88. In June 1971, an organisation representing most of the major 
West European producers of nitrogenous fertilisers (from whom bulk of 
.the purchases from West Europe are regularly made), quoted $ 13.00 
(f.0.b.) per tonne for ammonium sulphate. On being requested to come . .. 
tiver to 1ndia for negotiations, the organisation suggested that an Indian 
dklegation should, as usyai, go to Europe and,, if that was not possible. it 
would send a delegation to India by 7th July 197 1. 

2.89. By then the Department of Agriculture (on 22nd June 1971 1 
proposed that urgent action to meet emergent requirements should be tnkw 
by sending a delegation to Japan. This was approved on 30th June 1971 
and a delegation left for that country on 8th. July 1971. During negotia- 
tions the lowest price offered in that country was $ 14.40 (f.0.b.) per tonne. 
This price having been considered high, the fkpartment of Supply and the 
2434 -10 v I 



Department of Economic m i r s  c q w t e d  the martmaat af Agricultue 
(Aupst 1971 ) to consider whether tkc purchase c- be postponed. 'Ilre 
Department of Agriculture did not agree to this as ammonium sulphate was 
urgently required. Accordingly, in August 1971 orders were placed on 
Japanese suppliers for 0.41 lakh tonnes of ammonium sulphate at $ 14.4 
per tonne. t 

2.90. Negotiations with the West European Organisation mentione4 
above were held in India late in August 1971, when it raised its price $9 
$13.25 from $ 1 3 . 0 .  An order for 0.40 lakh tonnes was placed on it 
ia September 1971 at the enhanced price. In the same month, another 
order for 0.37 lakh tonnes was placed on an Italian supplier at the same 
price ($ 13.25) on the ground that, that price had already been accept4 
for supplies by the West European organisation. t 

2.91. As the major portion of the demand still remained uncovercd, 
another delegation went to Japan and placed orders (November 197 1 1 b r  
1.36 lakh tonnes more of ammonium sulphatc at $ 14.15 per tonne (f.0.h.a. 
Although world fertiliser prices started to rise from the latter part of 1971, 
tbis price was lower than the earlier price, at which orders had been placed 
three months ago on suppliers of the same country, by $0.65 per tonne. 

2.92. Had the offer of June 1971 from the West European 0rganisati6n 
been accepted there would have been saving of $ 10,000 (Rs. 75,000 
a~roximately) on 0.40 lakh tonnes ordered on it in September 197 1. Sincs 
m t y  of price had been allowed to the Italian supplier, there could have 
a b  been a saving of $ 9,146.25 (Rs. 68,600 approximately) on 0.37 
l&h tonnes ordered on the Italian supplier. 

2.93. It may also bc mentioned that the acidity of ammonium sulphale 
(1.87 lakh tonnes) purchased in Japan was higher than that prescribed hy 
the Department of Agriculture which, however, stated later on that tliis 
was acceptable. 

[Paragraph 41 of the Report of the Comptroller and Auditor General 
of India for the year 1973-74. Union Government (Civil). pp. 103-105, 

case(iii 1 I 

2.94. The Committee learnt from Audit that the Department of Supl?(y 
had stated (April 1975) as follows with refrence to the postponement i f  
the negotiations with the West European Orgnnisation (Nitrex, ~ u r i c l f ' ~ .  
representing most of the West European producers of nitrogenous fertiliscr:;, 
from whom bulk of the purchases from West Europe were regularly mad?, 
Srorn July to August 1971: 

"Previpusly tk ncgwations were to be held in July 1971. As tile 
S e W r y  (%fly) was to come back hwq tour, the negotia- 
tW were p o s p e d  to 2-8-1971. But then the suppliers were 
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l o t  free and, hence, the negotiations had to be postponed. 
During the interim period the suppliers had increased the price 
to $ 13.50 from $ 13.00. Subsequently, during negotiation, 
the suppliers were, however, persuaded to reduce the price to 
$ 13.25. In this connection meetings were held with Nitrex 
om 20th August 1971 and a Fertiliser Purchase Committee 
peeting was held on the 29th August 1971. According to 
the suppliers they had increased price because they were con+ 
pletely sold out and even had to refuse an offer at $ 20 frcm 
Brazil. According to Audit, had the offer of M/s. Nitrcx made 
in June 1971 been accepted, this would have resulted in a 
saving of $ 10,000. It had already been stated that during 
negotiations which were held subsequent to the offer madc by 
the suppliers, the suppliers increased their pricc up to $ 1 3.25. 
The holding of negotiations depends upon the convenience of 
both the buyer and the seller. It is not at the discretion of 
the buyer to hold negotiations at any time he likes. Furthcr, 
the suppliers, in view of the position stated above, had every 
right to increase their price before a valid contract is concluded. 
On this right of the seller the buyer cannot be expected to 
exercise any control. Moreover, in such cases, it is dangerous 
to accept the offer if it does not specify the relevant dztails 
complete in all respects. For example, the present offer was 
also not a detailed one and naturally many clarifications are 
required in such cases before accepting the offer finally. Thus, 
if the offers of the supplier has been accepted without resorting 
to any negotiation etc. it might have led to many complicntions, 
i.c. the suppliers might have given substandard rnL~lerial. Tn 
view of the situation explained above there is no question of 
potential loss." 

3.95. Explaining, during cxidence, the circumstances in which it had 
been decided to accept the enhanced quotation of $13.25 of Nitrex in August 
1971, the represcntative of the Department of Supply stated: 

"About this para, it could be said that the initial rejection of the 
offer of 13 dollars and the subsequent acceptance at a slightiy 
higher price of 13.25 dollars involved an expenditure or loss. 
It was examined in some detail at that time. Tt was madc out 
that tbe offer of Nitrex was a package deal which included 
ammonium sulphate, Urea and CAN. Urea, 53.60 dollnrs 

, . POB fot 38,000 tomes; for CAN price was 33.65 dollars FOB. 
. . At the same time ammonium sulphate was offered at 13 doTIm. 

' Ultimately after negotiations the prices for the package deal 



were: 49.50 dollars for urea, a reduction of 4 dollars 10 cents 
per tonne FOB, for CAN a reduction of only 15 cents per 
tonne; in any case it was a reduction from 33.65 to 33.50. At 
the same time for ammonium sulphate it has increased by 25 
cents. The overall saving was 176,670 dollars as a package 
deal. That is the explanation for this." 

A note furnished subsequently in this regard indicating the actual savings 
that accrued out of this transaction is reproduced below: 

"The following statement would indicate the prices quoted and the 
final prices agreed to: 

Initial Final Diff. 
pricc pricc or. 

S1. Stnrr. Quantity purchased quoted FOB nr- prrct. Saving3 
No. MI' per MT gotiatd per 

FOB per M1' h4T 

I .  Urea y8.000 (France) 50.5" 49.50 4. 10 I . y ) ~ , f h ~ , ~ ~ o  
(Bagged! 

It will thus be seen that even after adjusting a loss of $ 10,000 there 
was a total saving of $1,76,670.50 in the 'package deal'." 

2.96. The Committee desired to know why it had not been possible for 
the Department of Supply to buy only ammonium sulphate from Nitrex in 
June 1971 itself at $ 13 per tonne instead of sending a delegation to Japan 
which resulted in the purchase of the fertiliser,at Rs. 14.80 per tonne. The 
representative of the Department of Supply stated: 

'"his was considered to be a package deal. All the .3 were offered 
.together. There is a letter by the Cabiaet Secretary to the 
Secretary, Supply in which it has been argued out'tbat this was 
a package deal; and as a result, the economy which I mentioned,, 
had been achieved." ' :, 1 
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When asked whether Nitrex, on their part, had positively stipulated in June 
1971, while quoting the price of $ 13 per tonne for ammonium sulphate, 
that they would not supply ammonium sulphate at that price if Urea and 
CAN were no't purchased as part of a package deal, the witness replied: 

"Yes, Sir. T will read the relevant portion of the Cabinet Secretary's 
letter: 

'You actually negotiated with Nitrcx on 6.  9, 16 and 20 August 
1971. On 16 August 1971 they changed their quotations of 
22 June 1971 in regard to the price of Ammonium Sulphate 
by-product, Urea and CAN, but also stipulated that the sale of 
these fcrtiliscrs at the negotiated prices would be treated as a 
package deal. It  is also seen from para 2 of the minutes of 
the meeting you had with Nitrex on 20 August 1971 when the 
negotiations were concluded that the entire quantities of ferti- 
h e r s  offered for sale by them were "to be trcated as a package 
deal"'. They had repeated this stipulation regarding the pack- 
age deal in their final and formal letter of offer of 20.8.1 971 on 
thc basis of which their offer was acccpted on 28-S-1971." 

2.97. Sincc this obviously related to the position prevailing in August 
1971 and not June 197 1 when the initial offer was made by Nitrcx, the 
Committee asked whether there was a package offer in June 1971 or  
whether this ofier had bccn made only subsequently after Nitrex had learnt 
of our own weaknesses and urgency. The witness replied: 

"On the 15th June 1971 thc Department of Supplies asked Nitrex 
to quotc for ammonium sulphate. CAN and Urea, and thc). 
quoted accordingly ncxt wcek, on the 32nd June. But there 
is no specific stipulation there that it must be treated as 
package." 

2.98. At the Comrnittcc's instance, thc Department of Supply furnished 
the rclevant extracts from the minutes of the Fertiliser Purchase Committee 
relating to this transaction ;is well as a copy of the Rcport submitted by the 
delegation that went to Japan in July and November 1971 to negotiate the 
purchase of i~mmonium sulphate from that country. 

2.99. The Committee found from the Report relating to thc purchase 
coacluded in Japan in July 1971 at $ 14.80 per tonne that the initial offers 
made by the Japan Urea & Ammonium Sulphate Export Company, 



representing the Japanese producers of Urea.and Ammonium Sulphate w a e  
as follows: 

mmonium sulphate (Bagged) 25.20 10 .50  36.20, 

Iln~moniurn sulphate white and crystal l ine 
(Hulk) 10.7:) 10.30 31 . O h  

During discussions, the leader of the Indian delegation had pointed out that 
the prices quoted by Mr. . . . .had come as a big shock to him and he could 
only say that the Japanese were not serious9 and had stated that 'the 
producers had not taken a realistic attitude and had apt taken note of the 
downward trend in the price of Nitrogenous fertilisers'. He had also drawn 
the attention of the Japanese team to the fact that 'before leaving India, he 
had invited offers from W s .  Nitrex and they had quoted a price of $13.00 
which was only an initial offer and !that 'he was confident that he would be 
able to get a reduction of at least $ 4 to $ 5 when negotiations were held 
with Nitrex'. 

2.100. In the meeting of the Fertiliser Purchase Committee held on 28 
July 1971. the Secretary, Department of Supply had, inter alia, stated that 
'the entire strategy of purchase had gone wrong this year' and had gone on 
to observe: 

"In thc past negotiations had always been conducted initially with 
the European suppliers and then with the Japanese suppliers. 
This year the negotiations started with the Japanese first. The 
Japanese Team had at one stage during the course of negotia- 
tions stated that negotiations shou!d first be completed with 
Nitrex as in the past and then discussions should be resumed 
with them. This of course was not acceptable to the Indian 
Delegation as it was pointed out that the Europeans could have 
also said the same thing. However, the fact remains that over 
the past few years a certain procedure of discussions had been 
cvolved and the same had paid dividends. Secretary stated 
that while it had been possible to bring down the offers for 
Ammonium Sulphate from the initial price of $ 28.40 C&F for 
by-product to $ 22.70 C&F, there was every possibility that this 
price could be funher reduced by 40 cents as the freight element 
quoted by the Japanese was at $ 7.90 but they had been told 
to either accept $ 7.50 ar in the alternative the shipping would 
be done by the Ministry of Transport. In quoting this price 



the J~~ were evidently t a k e  advantage of the p a t  
u m  02 ?he bpil-ttt of &hdture far  ibis type of ~~~. l%t prlce of 3 111.80 mB when compared to  the 
prick d $ 13 ifiItially quoted by nit re^ was obviously very high 
as fht* was etrety m i  af obtaining a reduction in price 
ffUm MIS. Nlti'tx over their quoted pice of $ 13. A reduction 
in lpjrice was a h  indicated due to the general downward tread 
in price of straight nitrogenous fertihskr." 

2.101. Again, in his note dated 3 Auyst  1971, a copy of which was 
furrlshbd to the Commiftte by the Department of Supply, the Secretary 
had aberved: 

"As 1 mcetiowd at the last mebtiag d the Fertiliscr Purchase 
Committee, I am not at all happy with the outcome of the 
negotiations held with the Japanese. The Japanese knew that 
our requirements of Ammonium Sulphate were moct urgent and 
they took full advantage of this position. I had suggested about 
six weeks ago that, as in the past, negotiations should be held 
with Nitrex and ICI first before we talk to the Japanese. How- 
ever, Government did not agree to my proposal with the result 
that now we have to pay much higher prices to the Japanese. 
Even now, if the Department of Agriculture could postpone 
the purchase of Ammonium Sulphate for about a month or so. 
I have not the least doubt that we could get a reduction of at 
least $ 1 per MT in the price of Ammonium Sulphate resfting 
in a saving of about $200,000. However, since it is not possible 
to defer this purchase and thc Department of Agriculture 
insist on the shipments of the entire quantity to be completed 
by October, there is no option but to accept the price of R 14.80 
pe.r MT FOB for Ammonium Sulphatc. 

As regards freight, I hope the Jalpanese will agree to accept a lirm 
freight rate of $ 7.50 per MT. In case they do not accept this 
rate, then I suggest that we shduld ask Transchart to arrange 
for the shipment of this quantity. They are quite confident they 
would be able to fix all the ships at the rate of $ 7.50 per MT. 
FA m y  see for concurrence." 

The Committee were dso informed in this context hy the D=.partn~ent of 
Supply as follows: 

"The file was shown to Secretary, Ministry of Finance, Department 
of Expenditure, who agretd that in dew of the extremely urgent 
rrqui~ments ol Ministiy of ~gficoklm there was no choice but 
to accept Eht proposd for the purchase of Ammonbm Sulpbatc 



as suggested iq-5ecret&'.   supply)'^ notq of 36-1971 at the 
best prices he couid obtain. Secretary (Expnditure) Finance, 
howevm, expressSSed. his own reservations &d doubts on tbe 
question of 'purchase strategy' which had been touched upon in 
the note of Secretary (Supply). Secretary (Expenditure) felt that 
there could be better advance planning of requirements, and 
also more confidential handling without making the urgency of 
our requirements known to the suppliers. At the meeting of 
the FPC on 23-8-1971 it was decided to accept the Japanesc 
offer of 41,000 MT of Ammonium Sulphate at $ 14.80 per MT." 

2.102. As regards the purchases made by Nitrex, the relevant cxtradt 
lrom the minutes* of the Fertilisgr Purchase Coinmittee, meeting held on 23 
.August is reproduced below;- 

I' Secretary referred to the discussions held with MIS. Nitrex whcn, 
*after detailed discussions, it had been possible to obtain a pricz 
of $ 13.25 for ammonium sulphate byelproduct. The suppliers 
had initidy quoted a price of $ 13 but increased it during the 
negotiations to $ 13.50 and ultimately reduced it to $ 13.25. 
The suppliers had stated that they had repeatedly requested that 
a Fertiliser Delegation should he sent to Europe as in thc p 3 ~ :  
and if that Delegation had come in May or even as late as July. 
their memhers would havc been able to supply the full quantitias 
of fertilisers required, particularly of Ammonium Sulphatc and 
at that time it would have been possible to negotiate wbstontialiY 
better prices. At one stage o f  the discussions they had s ta td  
that it would have been possible for the suppliers to sell the 
material at $ 7 at which price they had sold it to UAR. It wds 
unfortunate that the purchase strategy suggested by the Depaf- 
ment of Supply was not accepted with the result that 1Fc 
quantities now offered were limited and at prices higher- hl. 
nearly $ 6. Another advantage of negotiating with thc 
European suppliers first would have been to use the pric? 
obtained from them as a base for getting comparatively chearcr 
prices from Japan. That advantage had now been lost. Lad 
year when the negotiations were held with Japan for the supply 
of Urea, it was possible to effect a substantial rcduolinn in 
prices and only $ 2 more were paid on FOB basis over the 
price paid in Europe. Therefore, if it had been (possible In 

a price of $7 for Ammonium Sulphate in Europe. the 
Japanese suppliers would have had no case for asking for 
price of more than $ 9 b $ 10 at the most. 

_ _ _ _ - _ -  --7- 
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F.A. mentioned that we had to  bear in mind that the price that we 
finalised for Urea would have a bearing on negotiations with 
the Japanese suppliers. As regards Ammonium Sulphate, we 
would have liked the suppliers to have reduced the price to at 
least the initially quoted price of $ 13 instead of the final offer 
of $ 13,25 made by them in negotiations. There was an 
element of margin for reduction even in the initial price of $ 13 
quoted earlier. The C8cF price was, however, still higher than 
the C&F price from Japan. 

2.103. In view of this position. the Committee dcsired to know why 
the lower offer of Nitrex for immonium sulphatc had not been clinched in 
July itself when Nitrex had offcrcd to send a delegation to India. on 7 July, 
'1971 instead of postponing the negotiations to August to the detriment of the 
country's financial interests, particularly when the Secretary himself appeared 
tb have been confident of obtaining i1 4i7eable further reduction in price. 
The representative of the Department of Supply stated in evidence: 

"I cannot say why we did not clinch the purchase of ammonium 
sulphate." 

Hc. however. added: 

"As I have tried to explain, ultimate11 it was found that in the over- 
a11 we had not paid rnorc. That is all 1 can glean from 
the file and submit. I find there was a difference of opinion 
about the strategy to be employed and 1 find no one can givc 
a final view as to what should be the strategy at a particular 
time. Opinions differed and as a result of that, it was felt in 
certain quarters that the European price could have been brought 
down if dealings had been cntercd into. As it turned out, even 
after the purchase from Japan had been concluded when the 
package deal with Nitrcx was put through, overall wc could 
achieve a considerab!e saving." 

Elaborating further. thc witness stated: 

"There was some disagreement nbollt thc approach to be adoptd  
for this purchase. There was one school of thought that thc 
negotiations should bc held in Europe first and only after that 
discussions with Japan should be taken up. Thcre was the 
other view that negotiations or sending a delegation to Europe 
was not inimediatcly needed. So, in this kind of contrwersy. . . this seems 10 have happened. That is all I can say from 

6 '  ' 
, the file." 



2.104. At the instance of the Committee, the wat t - t  of Supply 
iumished a note detailing the areas of differences in regefd t6 the purchrsc 
st'mtw to be adopted and how these were resolved, whkh is reproducad 
Gefow : 

"The Supply Department proposed in May, 1971, that a delegation 
be sent to E u r c p  to negotiate purchase of fertilisers. Tbs 
proposal was not accepted. It was suggested instead that 
quotations be invited and the suppliers requested to come to 
India for negotiations. if necessary, as that will facilitate prier 
consultation and approval within Government and generally 
result in better terms of purchase. 

The Supply Department accepted this advice. The quotations were 
invited and received in June. The suppliers when requested te. 
come to India for negotiations stated that they would like an 
Indian delegation to come to Europe as usual and if that was mot 
possible. they would send their representatives by 7th July? 
1971. 

A proposal by the Department of Agriculture that a delegation be 
sent to Japan as fertilisers were in extreme short supply was 
approved on 30th June, 197 1 . The Department of Supply acted 
on this decision and sent a delegation to Tokyo on 8th July. 
2971. Negotiations with the European suppliers had not then 
taken place. 

The Supply Department Iatcr took thc view that it may have beem 
better if  negotiations wi!h the European suppliers had preceded 
negotiations with the Japanese suppliers. The other concerned 
departments did not share this view and held that it was 
debatable. 

The guidelines of policy laid down since provide that the method 
of purchase to be accepted on a given occasion and in particular 
whether a delegation should go abroad and where and when 
would have to bc decided on merits and circumstances. 
Ordinarily, the procedure should be to invite tenders and hold 
negotiations where necessary in India. Variation of this pro- 
cedure may be considered if national interests so warrant." 

2.105. The Committee desired to know whether at the time of decidiag 
to hold negotiations with Nitrex, the price trends in the international marker 
were taken into acccunt and the points on which negotiations were to be 
mnducted settled. The Committee also enquired whetber these points 
eouM not be settled through correspondence especiaUy since Mtrex happened 



to be a regular supplier in the past. In a note, the Department of Supply 
stated : 

"MIS. Nitrex had given a combined offer for Utta, CAN and 
Ammonium Sulphate in their telex dated 22-6-1971. Secretary 
(Supply) had. stated in his note dared 25-6-1971 as follows: 

'We should inform MIS. Nitrex that we are very disappointed at 
the rates quoted by them, especially for Urea and CAN. Ir 
view of the fact that considerably lower prices for Urea have 
been quoted by some of the firms against our recent global 

tender, the price of $53.60 FOB now quotcd by Mfs. Nitrex 
is not in keeping with the current world prices of Urea. In 
the case of CAN also, they have increased their last purchase 
price by nearly dollar per tonne'. 

M/s. Nitrex, were accordingly informed on 26-6-1971 that this 
Department was disappointed at the rates quoW, especially 
for Urea and CAN. It will thus be observed that before 
entering into negotiations the price trends in the international 
market were taken into account. The purpose of the negotia- 
tions was to achieve reduction in prices of all the three 
commodities, viz. Urea, CAN and Amm. Sulphate. M/s. 
Nitrex had stated in their offer of 22-6-1971 that their Dele- 
gation was ready to travel to India in case our purchasing 
Mission was unable to visit the suppliers in Europe. In reply 
to this Department's telex dated 26-6-1971, M/s. Nitrex stated, 
in their telex dated 14-7-1971, that their rates were competitive 
on C&F basis and that freight rates paid by members of Nitrex 
for shipping fertilisers to India was slightly above US $ 10.00. 
In the circumstances, it was difficult to settle the matter through 
correspondence and negotiations were therefore held. As a 
result of negotiations. in the 'package deal'. it was possiblc to 
get lower prices for Urea and CAN, effecting a total saving 
of $ 1.57.030.50." 

2.106. Enplaining in n note. at the Committee's instance, the circum- 
stances in which the negotiations with Nitrex had been postponed to August, 
[he Department of Suwly stated: 

"In their telexed offer dated 22-6-1971 Nitrex mentioned that their 
delegation was ready to v.:sit India at short notice. In telex 
reply dated 26-6-1971, MIS. Nitrex were informed that their 
delegation should come as early as possible, but not later 
than 6th July, 1971. However, MIS. Nitrex in their telex 
received on 26-6-1971 stated that their &legation would be 
arriving on 7-7-1971. This was not convenient to the 



Supply Department. Secretary (Suppb) indicated a t  the 
FFC meeting on 3'0-6-1971 that Government had decided t o  
send a delegation to  Japan to finalise contracts for fertilisers. 
The delegation would leave India on 7-7-1971, reach Tokyo 
on 8-7-1971 and stay there for 10 days. In view of this 
decision of Government, M/s. Nitrex werc informed on 
30-6-1971 that due to certain unexpected developments they 
should postpone sending their delegation to a later d:i:c whic;i 
would be intimated in due course. On 14-7-1971, in a telex 
message MIS. Nitrcx suggested that an Indian dclcgation could 
come to Europe. On 26-7-1971, M/s. Nitrcx were rcqucstcrl 
to send a delegation to India for discussion on 2-8-1 97 1 or 
any date inlnlediately thereafter. On 27-7- 197 1, M,'c. Nitrcx 
replied that their Delegation would arrivc ill  India on 16-8-1 97 1 
and not on 2-8-1971. On 28-7-1971, a teles was  5:nt to M'.. 
Nitrex that the date of 16-8-1071 for nepxiaticms would bc 
rather late and that they should send their team cariicr. 0 a  
29-7-1971, Nitrex replied that their dcleg:~tion \rrc-ruld hc avhi!- 
able for discussions from August 3rd. 197 1 . Thc cliscussior.. 
with Nitrex were held on 6-8-1 97 1 to 20-8- 197 1 ." 

2.107. The Committee understood from Audit that thc Sccrctnr).. 
Department of Expenditure had pointed out that thew a-pcarcd to I:: 
'something radically wrong' with thc planning and prc.)cure~nent nf fcr~iliwr, 
which placed the country at the mercy of the suppliers and :d!c~cd  littl: 
leverage in negotiations. The Secretary has also. in this context. drawl 
attention to a minute recordcd by the Minister of Agriculturc on 22 Jun: 
1971 in'which the Minister had observed that .proper cstimatc regarding 
requirements of fertilisers, particularly ammonium sulpha~c wiis not made anJ 
no ammonium sulphate had been imported till the stock werc liquidated. 
At the Committee's instance, the Department of Agriculture furnished c o p i ~ .  
sf the extracts of these notes. 
' 2.108. The minute recordcd on 22 June. 1971 by thc Minister of Agri- 
culture with reference to the purchase of ammonium sulphatc is reproduced 
below: 

"It is very unfortunate that proper estimate regarding our rcquire- 
ments of fertiliser particularly Ammonium Sulphate wils not 
made and, we decided not to import any more Ammonium 
Sulphate till the stocks were liquidated. It is equally unfor- 
tunate that when a proposal to import 2 lakh tonncs of 
Ammonium Sulphate during June-December 1971 wak 
submitted, it'took the Associate Finance and the Department of 
Economic Affairs long time and our proposal was clearcd ml!, 



towards the end of April. I feel very unhappy over this 
state of affairs and would suggest that we should take immediate 
action for import of Ammonium Sulphate as early as possible 
and thus avoid the shortage of this variety of fertiliser just 
before the next Rabi' season. M. S. has discussed this matter 
with me. As 1 am leaving tonight on tour to some West Asian 
countries, he may discuss the matter with Finance Minister and 
get ,the necessary sanction for sending the delegation to Japdn 
to settle the terms and entire procurement schedule so that we 
may not be in an embarrassing position towards the beginning 
of next cultivatory season." 

2.109. In his Note dated 12 August, 1971, the then Secretary, Depart- 
nent of Expenditure had obscrved as follows: 

"3 havc discussed this case with an officer of the Department of 
Agriculture. Shri . . . . and obtained additional information 
through JS(I&S) Shri. . . . I  wanted to satisfy myself about the 
urgency and justification for purchase of ammonium sulphate 
a1 the prices which are considered by Secretary (Supply) as 
unduly high and put it to the Department of Agriculture 
whether it could postpone the purchase of ammonium sulphatc 
as suggested by Secretary (Supply). The Department of 
Agriculture have re-emphasised the extreme urgency of the 
demand for ammonium sulphate. They have warned us agalnsr 
any con~placency about the fertiliser consumption just because 
the food production in 1970-71 was upto the mark and have 
pleaded that ammonium sulphate has also to be made available 
for export-oriented crops like tea and tobacco. The prospects 
of getting ammonium sulphate from West Europe in adequate 
quantities arc not bright and the only source is Japan. The 
Minister for Agriculture also in his minute of 22nd June. 1971 
had cm~ha4scd the necd for nrocurement of this fertiliser lest 
Government should be ~ l a c ~ d  in an embarrass in^ ~osition rt. 
the beginning of the next cultivating season and it wac in +hat 
context that the purchase delegation was sent to . T , ? t w  

In view of the above. we have no choice but to agree to the purchase 
of ammonium sulphate as suggested in Secretary's (Supply) 
note of 3-8-1971 at the best prices he can obtain. 

Secretary (Supply) has also observed that our purchase strategy was 
not correct in as much as the neptiat:ons should have been 

. held with Nitrex and ICI first before talking to Japanese. This 
is a debatable point and we have our reservations as to how 
far the purchase strategy adopted was correct or not. 



Ministry of Finance would, however, like to point out that 
there appears to be something radically wrong with our plan- 
ning and procurement of fertilisers which places us at the mercy 
of the suppliers and gives us little leverage in negotiations other- 
wise the question of our paying prices which we consider as 
commercially unfair o r  unreasonable should not arise keeping 
in view the volume and value of our purchases. It is nor 
unoften that we have to concur in purchases being made because 
of our desparate need of a particular fertiliser such as CAN or 
ammonium sulphate. In this specific case of ammonium sulphate 
the Minister for Agriculture in his minute of 22-6-1971, had 
observed that proper estimate regarding our requirements of 
fertiliser, particularly ammonium sulphate, was not made i d  

we did not import any ammonium sulphate till the stocks wer: 
liquidated. He had also commented upon the delay in 
Associated Finance and the Department of E. A. in proccssiog 
the proposal of the Department of Agriculture to import 2 lahi1 
tonnes of ammonium sulphate. 

We feel that the entire procedure for estimating the reyuircments of 
the different types of fertilisers for the rahi and the kharil 
seasons and their timely procurement should be gone into in 
detail and a drill prescribed for the dates by which inden!< 
should be placed by the Ministry of Agriculture and procur:- 
ment action initiated by the Ministry of Supply. This drill 
could be carried out by the Department of Agriculture in con- 
sultation with the Department of Supply, their Associa:: 
Finance and the Department of E. A. so that procurmcnt is 
made before conditions of scarcity develop in which we pc-- 
force have to yield to the dictate of the suppliers. 

I do not also see whether it is wise on our part to go on rccord :is 
has happened in this case regarding our despnrate need for 
ammonium sulphate. T o  say the least, this can only redu~:  
our bargaining power as the suppliers, as is common knowledg-., 
get t o  know these things. It would be desirable to cvoive a 
procedure where by our emergent demand that may arise 'are 
handled in a manner which may not be exploited by the supp1ic::i 
to our disadvantage. 

' . The Agriculture Ministry should also take early steps to wean the 
agriculturists from the use of ammonium sulphatc and CAN 



which are going out of use all over the world and propagate the 
use of urea. This was also pointed out last year at the time 
of making purchases of CAN. 

I havo also discussed the matter with Finance Secretary who agrees. 
It is also suggested that, after necessary action has been taken 
on this purchase proposal, the Department of Agriculturz 
should initiate action on other suggestions made in my note 
above and bring up a paper for discussion before the Cabinet 
Secretary." 

' 2.1 10. When the Committee drew attention to these observations of the 
Minister and the Expenditure Secretary and pointed out that the matte: 
appeared to have assumed serious proportions, the representative of the 
Department of Agriculture stated: 

"I was not exactly dealing with it at that stage: but I would like to 
mention that we could later deal with the specific case of the 
indent for ammonium sulphate, because that is a specific item 
for discussion. We would be able to explain that. But on 
the main point on which thc Chairman was reading a note of 
Mr. . . . . viz. that our purchase strategy was defective, because 
indents were not available and that we had purchased at wrong 
seasons at prohibitive prices, 1 would say that the Ministry of 
Agriculture had been obliged to takc recourse to such action. 
Our purchase strategy has been seriously affected, because we 
have not built up u market buffer; we have not tried to havc a 
pipeline provision. We always tried to get our imports 
when the stocks had run down almost to the Llst tonne. 
This is very well known to the suppliers and they havc e~ploited 
us year after year. We have, therefore, tried to persuade 
Finance and the Planning Ministries to allow us to have n pr* 
vision of about 20 per cent towards pipeline provision. You 
must remember that we are dealing with 85 lakh tonncs of 
material; and, therefore, quite a substantial quantity of it 
remains in the pipeline i.e. at various stages like wholesale 
and retail points, railways, in ports, in docks and in transit 
sheds. So, for proper planning, we should make 3. provision 
for 20 per cent towards pipelines; and I must mention that this 
was agreed to by Finance in the Standing Committee; but they 
said that that particular year was not the most opportune ycnr 
to start building up this pipeline provision, because prices wete 
very prohibitive and international availability was also vety 
low; but in principle, it was conceded that we should have 20 
par cent Re l ine  pcotisiqn. \1IlC hipre qow a committee to 
consider this. We have also said that, watt f r a  the pipdint 



provision, we should have a market buffer, for the reason that 
India is about the single largest buyer in the international 
market; and our position certainly has an itmmediate impdct on 
prices in internationa1 market. The reason why prices have 
crashed in the internutionl market by SO per cent of what it 
was a few months ago, is that they know that India today has a 
sizeable buffer; and that it is not going to make panic purchases. 
So, the prices have come down. That is why we have now 
suggested that if we build up this market buffer of 10 per cent 
and also make a provision of 20 per cent towards pipeline pro- 
vision, lndia would be in a much better position when she 
enters the international market. We can afford to say that we 
will hold back, till prices have cane to reasonable levels. 
Earlier, we were working on the basis of ship to field and fac- 
tory to field, i.e. during the last 3 years; but now these two 
principles have becn conceded. We cannot build up this much 
of buffer immediately bccausc the total quantity utilised in this 
country is quite large and 20 pcr cent provision for pipeline 
and 10 per cent provision for market buffer would amount to a 
sizeable quantity. Hopefully, we will build up this buffer over 
a period of 2 to 3 years, in which case our purchase stra!egy 
wiU be such that we will be in a much better position to makc 
international purchases." 

2.111. Since the deficiencies in the planning for procurement of fcrti- 
lisers had been pointed out as early as in August 1971, more than four 
years earlier and in view of the fact that the measures catelogued above 
largely related to the future. the Committee desired t~ know what concrete 
steps had already been taken in this reprd.  The witness replied: 

"Apart from the two points which I mentioned already, other pornts 
which have an impact on purchase strategy are: timely placmg 
of indent5 and realistic estimates of requirements. We have 
circulated to the members of the Cornmittec and alw to the 
State Governments a scientific formula; we have worked out a 
scientific formula for a realistic assessment of the requirements. 
Taking into accounts the recommendations of the Estimates 
Committee, if this formula could be improved upon t s  mnkc 
it more realistic with reference to production targts, any 
suggestion would be welcome. Ours is a scientific and rational 
formula, linking requirements to the levels of application of 
fertiliscrs reached in different States. Secondly, about the 
timeliness of dacing our indents which has bein commented 
upon by the Department of Supply. Here, for the entire Fifth 
Ran period, our estimate of requirements had already becn 



made for every year of the Fifth Plan by a group of expem, 
with reference to  production targets which have been laid down. 
And, therefore, taking into account the estimates of domestic 
production, one could plan in advance import purchases keep- 
ing in view the seasonal advantages. Apart from that, 18 
months before the consumption season, we make a more de- 
tailed assessment of the requirements taking into account 
seasonal conditions, availability of irrigation etc. and see whe- 
ther our earlier assessment requires downgrading or upgrading. 
The Finance Ministry now give advance block allotments of 
foreign exchange without trying to relate them exactly to final 
requirements." 

2.1 12. The Audit paragraph also points out that as the major portion 
of thc demand still remained uncovered, another delegation had gone to 
Japan in November 197 1 and placed orders for 1.36 lakh tonnes more of 
ammonium sulphatc at $ 14.1 5 per tclnne, as against thc price of $ 14.80 per 
tonne accepted three months earlier. The Committee desired to know the 
reasons for the Japnncsc offering a lower pricc in Novcmbcr although the 
world fcrtiliser priccs had started rising from the latter part of 1971. The 
rcprcscntative of th: Department of Supply replied in evidence: 

"When the Japanese dclep~tion came to India, the price of 14.80 
dollars wns finaliscd. While leaving thcy, said that the price may 
co down. Subsequently. they quoted a price of 14.40 dollars. 
When our dclegntion went to Japan, they got it reduced to 
14.1 5 dollnrs. This reduction wc got although the world prices 
were rising hccni!sc of the fact that thcy were already com- 
mitted while thcy am in Tndia." 

Sincc this appcavd to indicate that better prices could be obtdimd Fy 
invitinc dclcgatinns to Tndi:~. the Comnlittcc enquired into the utility of 
s cnd in~  dclcgations abroad to make pnrchases at higher prices. The wit- 
ncw rcplied: 

"lt was because the qwlntity purchased in thc second lot was much 
larger. When the first neeo~iiltion was carried out. the? did 
not haw an idca of thc quantity." 

2.1 13 Whcn asked whether thic did nnt irnplv that !hc Japanese had 
presumilFlv taken advanlam of Tndia's hclplessncss in the case of the 
cnrlicr supplies. another representntive PF tht Department of Supply replied: 

"Reeardinq Japan, because of the diffcrcncc in freirht between 
Japan and Tndia on the anc hand and Europe and Tndh on 
the other the final C&F pricc works out almost equal." 

2434 LS-1 I .  



Explaining further, the witness stated: 

"The freight from Japan is different from the freight from Europe. 
So it works out for 41,000 tonnes of ammonium sulphate which 
was purchased from Japan-the FOB price works out to 14.80 
dollars while the CIF price works out to 22.70 dollars whereas 
the Nitrex price on CIF basis (that is including freight) came 
to 22.55 dollars (which included 9.30 dollars for freight) which 
is a little less than the Japanese price by 15 cents.'' 

2.1 14. Since the CIF price of the earlier purchase from Japan had 
been compared with the price of $ 13.25 per tonne (f.0.b.) concluded 
with Nitrex, the Committee desired to know what would have been the 
price differential if the West European purchases through Nitrex had, 
in fact, been made at $ 13.00 per tonne (f.0.b.) offered in June 1971. 
The witness replied: 

"It will come to about 25 cents less per tonne. . . I t  comes to about 
19,000 dollars." 

2.115. The Committee called for copies of the relevant proceedings 
of the Fertiliser Purchase Committee relating to the second purchase of 
ammonium sulphate made from Japan in November 1971. In a note, 
the Department of Supply informed the Committee that this purchase was 
made under an agreement dated 10 November 1971 entered into between 
the Government of India and Japan Urea & Ammonium Sulphate Export 
Co. Ltd. and furnished in this connection a copy of a letter dated 
:9 November, 1971 from the Secretary, Department of Supply addressed to 
the Secretary (Expenditure), Ministry of Finance, and copies endorsed 
to the Cabinet and Agriculture Secretaries, which is reproduced below: 

"I returned from Tokyo on the night of the 12th November. after 
finalising the contract for an additional quantity of Ammo- 
nium Sulphate. As you are aware, we had placed an order 
for 41,000 MT of the slightly off-white Ammonium Sulphate, 
byeproduct at $ 14.80 FOB. For the d i t e  and crystalline 

material I was not at all satisfied with the price offered by 
the Japanese. I give below the successive stages of the dis- 
cussions which have finally resulted in the Japanese climbing 
down from the FOB figure of $ 20.70 per MT to $ 14.15: 

(i) At the negotiations held in Tokyo in July 1971, the Japanese 
started off with a quotation of $ 20.70. The price which 
finally emerged at the end of the negotiations was 
$ 14.80+$ 1.50 for the white and crystalline material, i.e. 
$ 16.30; 



(ii) On my rejecting the offer of $ 16.30, the Japanese came 
over to Delhi for discussions in September 1971 and left 
after offering a price of $ 14.60 which I did not accept; 

(iii) On return of the Japanese Delegation to Tokyo, they made 
overtures to us and reduced the prices to $ 14.40 which 
we again rejected. Upon this the suppliers suggested that 
a responsible official of the Government of India should 
come over to Tokyo to explain the Indian- view point to 
the concerned manufacturers and the top management of 
the Association; 

(iv) I was deputed by thc Government to Tokyo when 1 negotiated 
with the Japanese again from the 4th to the 12th November. 
The Japanese went back on the last price of $ 14.40 and 

insisted on a price of $ 14.80 instead. However, as a 
result of the negotiations which 1 held with them, 1 have 
been able to finalise the contract for 1,36,381 MT at an 
FOB price of $ 14.15. 

During my last visit to Tokyo the Japanese drew my attention to 
the FOB offers received by us from Canada at the rate of 
$ 33.00 and from USA at prices ranging from $ 21.97 to 
$ 43.50. I told them that the prices received from Canada 
and USA were considered very high and therefore we had 
not taken any decision on those tenders. After protracted 
negotiations. I finally brought them round to- accepting an FOB 
price of $ 14.15 and also suceeded in persuading them to ship 
the entire quantity of 1.36,381 MT by March 1972. This 
price should be considered very satisfactory taking into consi- 
deration the present trend of world prices. On C&F basis 
this works not to $22.05 as compared to the C&F price of 

$ 22.55 from M/s Nitrex, Zurich. 

These negotiations in Tokyo have resulted in a saving of $ 34.095 
or Rs. 2,55,712/- over the price of $ 14.40 which was the 
last price offered by the Japanese before my visit to Tokyo. 
If, however, a comparison is made with the price quoted in 
Tokyo, viz. of $ 14.80, the saving would be to the extent of 

$ 88,647.65 or Rs. 6.64,857/-. This is for your information. 
The Japanese suppliers made a special request to me in Tokyo 
that we should not publicise this figure of $ 14.15 as this was 

the lowest price at which they had sold Ammonium Srllphafr 
to any foreign buyer including China. I should be glad if this 
price of $ 14.15 is kept confidential for the present." 



2.116. The conclusions of the Secretary, Department of Supply on the 
'long drawn-out' negotiations with Japanese contained in his Report sub- 
mitted to  Government, in November 1971, on the 'Purchase of Fertilisers 
from Japan against the Tenth Yen Credit' are also relevant in this regard 
and are reproduced below: 

*"As the foregoing three parts of this Report will indicate, the 
negotiations with the Japanese have been very long drawn-out 

and difficult on this occasion. I t  will, therefore, be useful to 
analyse the causes which Icd to this unsatisfactory situation so 
that negotiations can be carried out s~iiootlily and to a satis- 
factory and specd;r conclusion in the futurc. 

The first conclusion to he drawn is that i t  i s  essential that our 
requirements bc worked out in detail well in advnncc 
of the period during which thc dclivcries are required. 

It is also important that the suppliers should ~ e t  no indication 
eithcr of the urgency of our rcquiremeot\ or of the quantum 
of the requirements. On illis cxcasion thc Department of 
Agriculture finally intimated t'hcir rcqiiircnicnts on 14th May 
1971 and wanted the Dcpartmcnt of Supply to ensure the 
arrival of 2OO.W MT of An~monium Sulphatc by October 
1971 and the shipment of 250.000 MT b;' Fcbruary 1972. 
This was too short a notice to c:lrr\ out meanin~ful discussions 
with the Japanese suppliers who scninc thc yunnluni and 
urgency of the requirements. exploited thc rilxt'ion to their 
advantake. 

So far as purchases from Japan are cmccrncd. it ic ccscntinl that 
we start the negotiations k f o r c   chin:^ cntcrc thc markc!. It 
was not possible for us to dn c n  on thic occminn hccn~rw of 
the late formulation of o w  rwl~i rcn ten+~.  Chin:! iq the hi;!?cst 
buyer of fertilisers and once shc has cnfcrxl the mnrkct. thc 
availabilitv of the fertiliser p r s  rcduccd and thc priccs go up 

steeply. The second cmclusinn tn hc dr:lwn. thcrcfori.. is 
that we should avoid a situation in whbh r h i n : ~  h n ~  alrcady 
entered the market for purch:~<r of fcrtiliwrc. In fac!. the 
Fertiliser Delegation in thcir Report for the ;*car 1966 h:td 
also recommended that lndin shndd wfcr the rnarkct hcforc 
China does. 

The third conclusion that can be drawn i!: that i t  :\lwnvs paw to 
keep alive cffcctive alternative sources of sur'lply. Tn order to 
bring this about 3 is essential to purcharc some gunn'it:cr of 
the same fertiliser from more than nne countrv. The Dcpnrt- 
merit of Supply could have obtninrd hs t  veilr ammoni~tm sul- 



phate at a FOB price of $ 2 per metric ton from the United 
States, but no demand was projected for this fertiliser on the 

Department of Supply in 1970. In fact, no purchase of ammo- 
nium sulphate was effected from the USA after July 1969 till 
the present proposals were finalised in May 197 1. The result 

was that suppliers in the United States, as well as in Canada, 
turned their attention to other markets and when we floated 

tenders in those countries this year, the response was not at 
all sa~is'factor~. Thus against the tender for 125,000 MT of 
ammonium sulphale in Canada we received on 21 .lO.l97 1 
offcrs for 12,000 MT only and that too at a price of C$ 33.  
From the USA from whcrc we wanted a quantity of 150,000 

MT, wc werc advised to float a tender for 60,000 MT only. 
When we wcnt out on tender we got an offcr of 70,000 MT 
only at prices ranging from $ 21.97 to $ 43.50 per metric ton. 

Finally, it is most important that the Dcpartmcnt of Supply should 
be allowed full freedom to adopt such purchase strategy as 
thcy considcr most suitable for the occasion. Had thcy been 

permitted to negotiate with Nitrex in Europe before starting 
their dialogue with the Japanese, it would have been possible 
to obtain much larger quantities of Ammonium Sulphatc and 
at considerably cheaper price rcw!ting in substantial savings 
in foreign exchange." 

2.1 17. According to thc Audit pararaph. rhc acidity of the ammonium 
sulphate (1.87 lakh tonncs) purchased in Japan was higher than that 
prescribed by the Department of Agriculture ~thich. however, statcd later 
that this was acceptable. The Committee learnt from Audit that the 
Department of Supply had statcd (April 1975) in this regard as follows: 

"11 may bc stated that previously the Department of Agriculture 
had rejected the ammonium sulphate with acidity of 0.25 per 
cent maximum. Subsequently, the Department of .4griculture 
confirnied that thc specifications ns well as thc procedure for 
submission of samples as indicatcd by the suppliers, were 
acceptable to them. It will be observed that this Department 
had acted only in accordmct. with the Department of Agri- 
culture. The point is thcrcforc to bc answered by the Depart- 
ment of Agriculture." 

2.118. During evidence. the Committee enquired into the reasons for 
acrcpting ammonium sulphate of higher acidity. The Additional Secretary, 
Dcpartmcnt of Agriculture replied: 

"After technical examination, we felt that because of the consider- 
able price advantage there was no harm in taking that. It was 
felt that if sufficient precautions wcrc taken to prevent absorp 
tion of moisture during transit by using plythene sheets to 



cover the material and by using polythene inner liners, at the 
time of unloading there was little possibility of damage. 
Secondly, since ammonium sulphate was to be used immediate- 
ly, the possibility of any bag rotting was considered as small. 
Thirdly, the import was made after the monsoon season and 
the time of transit from Japan was also not much and so 
there was littie scope for absorption of moisture on the way. 
Even if due to unforeseen circumstances some damage was 
caused, it was felt it would be more than compensated by the 
price advantage." 

In a note furnished subsequently in this regard, the Department of Agi- 
culture stated: 

"In the standard specifications of Ammonium Sulphate prescribed 
by this Department, the maximum free acidity had been men- 
tioned as 0.025. The Ammonium sulphate obtained from 
Japan had 0.25 acidity, that is, much more than that provided 
in the standard specifications. Nevertheless, it was decided to 
accept this for the following reasons: 

(i) If sufiient precautions are taken to prevent absorption of 
moistwe during transit by using polythene sheets to cover 
the material in the hatches and also by using polythene inner 
liners while bagging the fertiliser at the time of unloading, 
there is little possibility of damage as a result of free acidity. 

(ii) Since Ammonium Sulphate was to be used immediately, the 
possibility of any bag rot was very little. 

(iii) Since the import was made after the monsoon season and since 
the time of transit from Japan was small, there was little 

scope for moisture absorption. 

(iv) Evcn if mne damage was caused as a result of nloisturc 
absorption. this would be more than compensated by the 
price advantage." 

When asked whether all these precautions were actually observed, the 
Additional Secretary, Department of Agriculture replied in the dirmative. 
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1-70 tonne# (1 hkb t a m  ~JII ~ ~ J U I  d 9.70 J&b t.or 
wwt E q ) ,  nprJrelDeDQ *timated to 11* hpar tmea  of 
L. May 1971 w- low 1Lr in0 rr* a LU ha t ~ .  muirerab UW. 
ly computed* Add-y, no demand had been proim for tLis fcttilioct 

fbe DepoVtment of Snpply in 1970 and, in fact, no of ammo- 
nium ~alpL*e was d M e d  from the Uaited S&cr (wbere & f.~.b. price 
was only 2 d o l b  per metric tonne in 1970 ns the p&es of 13.25 
GloEars per tonne and 14.80 d o l m  per loue paid C A . p t  LMI u d  
Septembea 1971 for purcbpses ot ammonium dpbat. from West E-pe 
and Japan mspectively) aftq: July 1969 till the present proposrls wmo 
habsed in May 1971. The representative ot the Department of Agricultrre 
also conded clurhtg evidence that the pnrchase strategy had been ser iodj  
affected in tbe absence of a market bdfcr aDd pipeliae provisiom nnd &at 
they always tried to get their imports %hen the stocks bad run down 
almost to the lost tonne" which was "very well known" to the snpplser~ who 
"hve exploited us year after year." That such a situation should have 
been allowed to develop in spite of tbe fact tbat ammonium sulphate is 
known to be a preferred variety of fertiliir among the farmers ir paPlirg, 
to say the least. Even if the elementary precautioas of takimg into a c c w ~ t  
tbe quantities in the pipeline and of building up of a market M e r  &ad 
not been taken, the Committee f i n  to appreciate wby the downward trcd 
in prices of ammonium sulpbate duriag 1970 bod not been taken i.to 
account by the Deparbemb ot Agricoltue and Supply @ timely F- 
cbases at advamtpBeous prices resorted to. The masons for M 
purchases tiH tbc stocks were exhausted have a h  sot bee. sptisfrrtoflj 
expfied. It would, prima facie, appear, and this hss rho beem pohtd 
out in no uncertain terms bv tbe -, Dcp.rtanat E ~ n d i - 9  
h t  (bere was something ra&ally wrong witb onr plumag Procum 
prent of fertiliscrs which placed at mq of * 0- * 

little leverage in aegothbtions. 
2.120. Tbe C o w t t n  Bnd &t even after tk rtqatc.lth .rre- 

nium sulpblte b.d bet. intimated to tbe Deplbrtnt of Sop*, t h e  
was r diltereacc of opinion bctwqen the Sectem, D e m  oi SelplJ 
and thc, Ministry of Fia~~lc! about the strategy to be tmpbytd for tLip 
purchase. Wbik the Department of Supply wanted to send a d d q a t h  
to Wed brope for the purpose before boldipR  goti is ti om uitb th 
Japanese suppliers wbose paices were g@ Ligkr se tbat pwcba  
from tbem dkl not push up tbe West Elnopun prieas, a p ~ b y  dddom 
bad beem taken tbat instead of sen- d- akorl ,  qaob(iow 
should be invited and tbe suppliers reqpeoted to come to I.& for np. 
&tiom, if .crrpq, a such a metbod mold Witale prier coalhtinn 
d approval within GovernmeM nd g e d y  &t in btUer tenm 
d p c h s e .  A d u g l y ,  offers W been h i t e d  born an orp.L.&n 
( N h x ,  W c h )  repnscntbg loll of tLr w s t  -pr phan * 
.itqpmw f n t ~ ~ a   MI tmm whom kl; LLc FrLra WI* 



Empe were Wplady made, on 15 June 1971 and while communicating 
fbeh offers by telex on 22 June 1971, Nitrex bad also stated that their 
delegation would be ready to visit lndia at short notice in case the Indian 
pnrcbasing mission was unable to visit the suppliers in Kurope. This 
had been followed up by another message received on 29 June 1971 
wberein Nitrex had stated tbat their delegation would be arriving on 
7 July 1971. Yet, strangely enough, a proposal made by the Department 
of AgricoHure lh urgent action to meet emergent requirements should 
be taken by sending a delegation to Japan appears to have been approved 
a day later, on 30 June 1971, in spite of the fact that it waq known by 
then that Sitrex were willing to come to lndia on 7 July 1971, resulting 
in the postponement of negotiations with the West European suppliers till 
August 1971, by which time Nitrex had increased thcir price to 13.50 
dollars (f.0.b.) per tonne (as against the earlier June offer of 13 dollars 
per tonne) on the ground that they were completely sold out and even 
had to refuse an offer of 20 dollars from Brazil. 

2.121. The Committee are unable to understand why the lower oiler 
of Nitrex for ammonium sulphafe was not clinched in July itself espcwinlly 
when the faeign suppliers themselves had agreed to come to lndia for 
negotiations. It would, prima facie, appear that these negotiations hnd 
to be postponed, mukh to the country's disadvantage, only on account of 
tbe &cretary of tbe Department of Supply having to proceed to Japaa for 
em-t purchases of ammoninm sulphate. It is surprising, to say 
tbe least, that the negotiations could not have heen conducted as scheduled 
by other responsible Government officials, even if it had been con4dered 
absdntely mescapable for the Secretary to proceed to Japan. It is also 
significant tbat tbe suppliers themselves had pointed out, when negotiations 
were ultimately held with them in August 1971, that had the negotiations 
been held even as late as in July 1971, they would have been ahlc to 
supply tbe fadl quantities of fertilisers required and that it would also Imve 
be- possibk to negotiate 6'subsbmtially better prices", In ibese circum- 
stances, the Committee have to regretfully conclude, despite all protesta- 
t i o ~ s  to the contrary, that his deal had been bandled in a thoroughl? 
unatisfa&q manner and that the then prevailing trends in the interna- 
~ o d  f d i m  uuwlcet had not been properly taken note of and utilised 
to the country's advantage. 

2.122. It has, however, been contended by tbe representative of the 
Dcpuhoent of Supply that as a result of a 'Package deal' for ammonium 
mlpbate, urea and CAN nqptiafed with Nitrcx in August 1971, while 
lbe price of ammorlmm sdphate was increaqed by 25 cents per tonne, a 
redsctbp of 4.10 dollnrs m d  15 cents per tonne had been obtained rcs- 
pecthely for urea and CAN and M there was thus an overaO oavinl of 
157,030 ddlars from tbe den1 as against the bigher price af 10,000 dollars 



pakl for 0.40 lakh tomes of ammonium sulphate. The Committtre, how- 
ever, find Bat while submitting their quotations, 22 ~ u n e  1971, for 
tbme tbree varieties, o$ fcrtilisers, N i k x  bad not sperifblly stipulated 
that the otier should be treated as a package. Besides, it would ako appear 
horn the evidence made available to the Committee that even the initial 
offer of 13 dollars per tonne in respect of runmouium sulphate bad little 
or no relevance to the markct trends then prevailing. Admittedly, there 
was a downward trend in the prices of nitrogenous iertilisers at that 
time (June-July 1971) and in fact, the Secretary of the Ikpartment of 
Supply bad also gone on record, during negoiiations with the Japanese 
Suppliers in July 1971 that the price yuoled by Nitrex was only an 
in~iial o ler  and that "he was conlident that he would be able to get a 
reduction of at least $4 to. $ 5 when negotiations were held wiih Nitrex." 
It is also significant in this context that Nitrex thcnrselves had stated at 
one stage of the discussions subsequently held in August 1971 that had 
the purchase been negotiated in July, it would have been possiblc for 
the suppliers Lo sell the material at 7 dollars pcr toilme, the price at whicb 
ammonium sulphate bad been soJd to the United Arab Republic. Similar- 
ly, even in respect of urea which subsequently formed part of the package 
deal otiered by Nitrex, the Secretary of the Department of Supply had 
observed in a note dated 25 June 1971, that the price of 59.60 dollars 
per tonne (f.0.b.) quoted by Nitrcx was not iil keeping with the then 
current world prices of urea. It is, therefore, amply evident that the 
suppliers had kept a cushion in their initial quotations and had success- 
fully expioited the cuuolry's helplessness to their advanfago and tbe Com- 
mittee are unabb to accept the Department's contention in this regard. 

2.123. Admitttdly, even in respect of the purchases made from Japan 
in August 1971 at 14.80 dollars per tome (f.0.b.) the Japanese suppliers 
ewidentl~ took advantage of the uqencj of the Department of Agriculture 
for ammonium sulphate, even though a reduction ia price was Plso 
indicated by the general downward trend in prices of straight nitrogenom 
fertiliser. 'I'bat the Japanese prices bore no relation to the prevailing 
international prices is a h  evident from their subsequent sale in November 
1971 (when world fertiliser prices had started rising) at 14.15 dollars 
per tonne (f.0.b.) against the price of 14.80 dollars per tonne (E.o.b.1 
accepted anlg three months earlier. What is even more disconcerting is 
the fact that the acidity of the ammonium sulphate purchesed from Japan 
was much mare than that providcd lin the standnrd specificstlions (0.25 
per cent us against 0.025 per cent ~rpecified), which necessitat& prccau- 
tions being taken to prevent absorption of moisture during transit pad 
at the time of unloading. In regard to the acceptance of below-specific* 
tien supplies, the Committee haw been informed that it was felt that the* 
would be no hmn jn wcepting such .supplies nn nrcount of the eodder- 
a& price advantage offered. while thk amrnent m d d  perhap pnt 

h respct of (he quantity of 1.36 luhh tenner purchased in WV- 



embu 1971 at a price of 14.15 dollus per t o m  (f.0.b.) when rrarld 
prices had shuted tllo Conrmitllec cannot, however, mdentPsd tbe 
dhde for mmptbag la A q r t  1971 Lebw-8peciftcption auppliea at 
prices which wem admittedly coas&emd comwrrciPlly higher. Wda, 
it is adso mot clear what precautiom were taken to prevent dam* to 
Ik fertilisen and g rot after t k t  receipt in Iadia, particularly nt the 
storage centm and distribation outlets. Tbc Conlonitlee would, therefore, 
seek mom speck clprfacations in this regard and would like to be Inform- 
ed urgently wbetber any comglaints were received after thL! fertiliser bad 
been cleared from the port md till it bad actually been so!d und used in 
the field. 

2.124. It would also appear b t  in spite of having gone in for emer- 
geat purchases a1 l@h prices, the fertiliser was not available ia adequate 
quantities when it was actually required. Though the Department d 
AgricUrture bad indicated that they would require two lakh tomes of 
ammonium sulpbote by October 1971, orders for only 0.41 lakh tomes 
couM be placed by A u p t  1971 and a further quantity of 0.77 lsLb 
tonnes ordered in September 1971, leading to further purchases to cover 
the lwlrrnce demand ody io November 1971, actual shipments being 
completed only by March 1972. Besides, as w d d  be seen horn the 
discossEons in the subsequent section of tbis Chapter, the supplks winst 
tbe ordem for 0.37 lakh tonnes placed on an Italian supplier at the same 
price as in the case of orders placed on Nitrex (13.25 dollars per tonne) 
commaPced oply a9 late as in October 1972 on ~ccount of delay in com- 
pletion of variolls formplitks. Admittedly, tbe time available was too 
short qo eony out merrnignful discussions with the Japanese suppliers who 
sensing tbe quantum and urgency of the requirements, exploited tbe sitastion 
to tbeir ad~lllltage. 

2.l25. This case, therefore, brings into sbarp focus a number ol 
gl.riegl de4kiencies in the pLanniag and procurement of fertikrs and 
emphasise6 tk need for evolviug a more foolproof startegy. As' hm 
been W U y  pointed out by the Secretary, Department of Expenditure, 
tkre mpld be better odvurcc plnnaing of quirementa .ed also more 
cddent iJ  B.odlirpg d povch.ses 'making tbe urgency of w r  
reqoiremt.ts b w n  to !be 8npplieR. Tbe Committee note Q this eon- 
ncctioa tbrt tie SmeQrry, Depcrrtmcnt of Expenditure, as well 8s thc 
~cclebr~, Depatnrrat of Sapply Ld d y s e d  tbe causes that M to tbe 
-rg sitoath in the present case lacd had suggested a number 

rnc~r~r rs  for the tPftve. A&m wm .Iso to be initiated by 
Ik ~ k p t m e m t  of AgiePlb om the M n s  of tbe former uad a - pqamd f a  discussbn before the Cabinet Secr rW.  It b o w e v ,  - r & rvidcrcc, M some waa*e sw, l ike a mom nplbtic -- .( Iq'kements, L.Pdl.( up of a b a n  d o 4  t k l y  p U g  

~da*, e., (.Ln d y  m late as in 1975. Tbe Comlolt- 



tee werdd, therefom, like do be iafqrmed in detail 'of the s p e c k  sfeps 
l r L s m  in prnuaace of the sugge&ons of the Secretary, Departaent of 
k p m d i t k  between August 1W1 md Jllllt 1975, especially in the 
-.tad Qt (k r ls i  trend in world pricea of iertilisem coupkd witb non- 
avpibbility Quiy tbb period, ~ l l d  to ensure that procurement was made 
beiore COIUKUOIM of scarcity aeveloped and a siluation, as in the present 
caw, i. which tbe country bad to yield to the dctateu of the suppliers 
Was avoidd. 
(c) Increme in cost on account of delay in compterion of formaliries 

Audit parugraph. - .  . .a 
I- I 

2.126. An order far supply of 0.37 lakh tonnes of ammonium sulphate 
was placed in September 1971 at $13.25 (f.0.b.) plus estimated freight 
of $9.30 per tonne. The date of delivery was stipulated. as November 
1971 or within 2 months from the date of completion of all formalities. 
The Department of Agriculture pointed out in November 1971 thdt these 
fertilisers were required for use in Rabi 1971-72 and that the supplies 
should not be delayed. There was, however, considerable delay in com- 
pleting the formalities (v iz . ,  making advance payments to the supplier, 
opening letter of credit etc.), with the result that the supplies commenced 
only in October 1972. In the meantime, freight rates went up consider- 
ably and the cost per tonne inclusive of freight became $26.50 against 
$22.55 estimated earlier. Due to this increase in cost, the credit docs- 
tion against which the contract had been placed was sullicient for pur- 
chase of 0.32 lakh tonnes only against 36,585 tonnes ordered. On this 
ground the supplier refused to make further supplies, although Govern- * 
ment of India agreed to pay for the balance quantity in free foreign ex- 
change. Subsequent j.o.6. prices of this fertiliser (1973) were very high 
($33.45 to $45.30 per tome). 

[Paragraph 41 of the Report of the Comptroller and Auditor General of 
Inidia for the year 1973-74, Union Government (Civil), p. 105, case 

i 
:! (iv) I 

2.127. The Committee understood that the Department of Supply had 
informed Audit (April 1975) as follows: 

"The d e r  of MIS. Anic. Italy. for 36,585 MT Ammonium Sul- 
phate bulk @US $13.25 per M T  was accepted on'25-9-1971. 
The shipment was to commence by November 1971 or within 
two months of the date of completion of all payment formali- 
ties under Italian credit. The Department of Agriculture 
wrote on 11-1 1-1971 to Ministry of Finance (EAD) to 
complete all formalities. The EAD expressed their inability 
to take action in absence of copies of contract which was 



issued by ISM. London, on 17-11-1971. ~ h k  copies of the 
contract were sent to EAD on 6-12-1971 by Agriculture. 'Ihe 
dclay in conipletion of various io~mahties became inevitable 
as the Italian Credit could become operative only after the 
Italian Government had ,given approval to the subjzct ccn- 
tract No. M. 16283. ' l h ~ s  approval was not (~~cordcd  upto 
3-5-1972. On 8-8-1972 ISM, London, informed this De- 
partment that the iirn~ has been guaranteed cred~t insurance 
coveragc and that the lirm hopes to complete all forli~alities 
by September 1972. In thc n~cantinic, this Departnlent had 
been writing to Agriculture to ensure that all payment forma- 
lities art: conipletcd in time so that thc shipincnts are not 
delayed. By 1 1-9-1 972 the Department oi Agriculture had 
completed all iornialitizs with the State Bank of India and 
the payment to suppliers was being dclaycd for want of autho- 
risation by Rcscrve Bank of Indra to Statc Bank of India. 

It is correct that thc fir111 did not ship 4413 MT as funds providcd 
under the contract hiid bccn exhausted due to highzr ireight 
rates. It was dccided on 38-1-1973 to makc payment for 
the balancc quantity undcr FFE, (frce foreign cxchange). 
This was not agrced to by the suppliers who were of the vicw 
that the contract was basically governed by paynlcn! under 
Italian Credit. It would thus be sccn from the facts statcd 
above that no dclay of any sort can bc imputcd on thc part 
of this Dcpartlncnt or any othcr organisation in completing 
payment formalities as thc Italian Govcrnmcnt had not given 
its approval to the contract for an *inordinate long period. 
However, the Dcpartn~ent of Agriculturc niay be able to throw 
more light on this as it wcrc they who were having a11 dircct 
correspondence with Ministry o f  Financc (EAD) ." 

2.128. Explaining, at the instance of the Committee, the circumstances 
in which dclay had occurrcd in the cumplction of fornialitics in t h i s  care. 
the Additional Secretary, Department of Agriculture, strtkd during evi- 
dence: 

"We find that among all credits. the Italian credit involvcs most 
cumbersome procedures. We had to first go to the Italian 
Government. They take a month or so to clarify that we 
had to deposit tcn per cent of this. This tcrm is not in many 
other credits. We had to get the Okay from the Rescwe 
Bank for this: The interest rate in this particular case was 
also raised while thc transaction was being made and the 
Economic Afiairs Department natursJlly were averse to any 



increase. I t  would not be wrong to say that we would 
resort to Italian credit only as  a last resort." In this connec- 
tion the ~ommi t t ee  found from the* 

2.129. The Committee desired to know when the approval of the Italian 
Government t o  the subject contract was received. In a note, the Depart- 
ment of Agjculturc informed the Committee that the Italian Government's 
approval was communjcatcd to the Department of Economic Affairs on 4 
J d y  5972. -. ay a % 

2.130. According to the rcply furnished in April 1975, to Audit hy 
thc Department of Supply, though the offcr o f  the Italian firm had been 
acccpted on 25 Scptcnihcr 1971, the contract was, howevcr, issued by 
the India Supply Mission only on 17 Novcmhcr, 1971 and copic4 of the 
contract were forwarded by the Department of Agriculture to the De- 
partmcnt of Economic Affairs on 6 December, 1971. The Committee 
cnquircd into the rcasoris for thc delay at thcsc stages. The rcpresenta- 
tivc of the Dcpartmcnt of Supply rcplicd in evidence: 

"The lcttcr datcd 25 Fcptembcr, 1971 placing the order on the 
firm was rcccivcd in 1 ondon on 29 Scptembcr, 197 1. 
the \amc dav the ISM 1-ondon sent a telex to th: firm to 
furnkh p;lymcnt ~chcdulcs undcr the credit schcme. The 
firm rcplicd on 12  October nsliinc for zome clxificntinn of 
fhc intcresf calculntinn\ After that  thc actual 5tntr'rnrnt rc- 
littin? to intcrcst credit dctails w;lz rcccivcd in thc T S V  London 
on 1 Novcnihcr. 19'1 Aftcr thit tht. T9M actr~allv i ~ \ u r d  
the cnntmct on 17 Novcnihcr: there was about a fortnight's 
delay : ~ t  that stage." 

2.17 1 .  .At thc Comniiftcc's in,t;~ncc. lhc D~sprirtnicnt of -1~ricr1ltnrc 
fnrnishrd n note indic:ttiny. in ; I  .-h!-ondtrric:~l vxucncc. thc rc:!son; for 
the dchys at v:trioi!s starcs thn! 'ind occt~rrcd in thk cnsc and thc s t e m  
t:~l;cn tn expedite completion of thc frmtialitic~, which i q  reproduced h e l w :  

(2 )  Contract ~ S S I I C ~  Fv ISM 1 nndm on 17th Novemhcr, 1971 w s  
rc~cived in this Dcp.~rtnlcnt on 2nd Dcccnihcr. 1971. 

*Tnforni;ltion furnished hv thc' Dcnnrtnic'nt of Supplv in w w d  to 
purchazes of various fertilizers nimlc (lurin~. t h ~  p e r i d  1969-75. t h ?  
prior to this purchnzc ronimcntd u p ~ n  hv Audit. purch:\sc'* of lTrc:1 : I I ~  
CAN had nlso heen n ~ ; ~ d c  cnrlicr from ltalv during 1969-71 on six 
occasions. 



(3) Letter dated 12-11-1971 received on 17-11-1971 from the 
Department of Economic Affairs asking this Department to 
consider in depth whether they would agree to the increased 
rate of interest of 6 per Cent. 

(4) Letter dated 6-12-1971 enclosing a copy of letter dated 
26-1 1-1 97 1 from Rome Embassy addressed to the suppliers 
requesting them to reduce the rate of interest. 

( 5 )  Letter dated 20-12-1971 from Department of Agriculture to 
ISM, London asking them to request the suppliers not to in- 
crease the rate of interest. 

(6) Letter dated 27-12-1971 from Dcpartment ' of Agriculture to 
Department of Economic Affairs requesting them to agree to 
the increased rate of interest provisionally. 

(7) Concurrence of Associate Finance and Internal Finance ob- 
tained on 28-12-1971 to the increased rate of interest. 

(8 ) Letter dated 28-1 2-1 97 1 from Department of Economic 
Affairs seeking approval to the increased rate of interest. 

(9) Letter dated 31-12-1971 14-1-1972 to Department of Econo- 
mic Affairs conveying concurrence to the increased rate of 
interest. 

(10) Letter dated 3-1-1972 received on 7-1-1972 in which Depart- 
ment of Economic Affairs suggested that it  may be endea- 
voured to bring down to the rate of interest to 5.8 per cent. 

( 1  1) First amendment to the contract which was issued by ISM. 
London on 1-2-1972 and received in this Department on 
15-2-1972. was forwarded by the Department of Economic 
Affairs to Embassy of India Ir Rome on 1-3-1972. 

(12) Second amendment issued by ISM, London on 6-3-1973 and 
received in this Department on 20-3-1972 was forwarded to 
our Embassy in Rome on 14-1972. 

( 1 3 ) Intimation was received from the Department of Economic 
Affairs that our E m b a y  had forwarded contract to Italian 
Government on 25-3-1972 but authorisation by the Jtslinn 
Government was delayed as the suppliers did not submit the 
application for authorisation. 

( 14) Cable sent to ISM, h n d o n  on 12-4-1 972 for hntacting sup- 
pliers for expeditin? their application for authorisation to 
Italian ~ o v e r n k n t .  

(15) On 24-4-1972, intimation was received from ISM, London 
that supplicn had submitted their application to Italian Gov- 
ernment. 



(16) Deferred Payment Questionnaire received from the State Bank 
of India on 22-4-1972, were returned duly completed on 
26-4-1 972. 

(17) Necessary foreign exchange for making 10 per cent payment 
was released by Department of Economic Affairs on 
27-4- 1972. 

(18) Sanction by the Department of Agriculture issued on 3-5-1972 
to Statc Bank of lndia for making initial 5 per cent payment 
to suppliers and opening Letter of Credit for second 5 per 
cent alongwith first instalment of interest and Pay and Ac- 
counts Officer was also requested to issue necessary autho- 
risation to Reserve Bank of India in the matter. 

(19) On 17-5-1972, the Department of Economic Affairs waq re- 
quested for obtaining approval of Italian Government expedi- 
tiously as without such approval, formalities would not be 
completed by State Bank of India. 

(20) Authorisation to Reserve Bank of India was issued by Pay 
and Accounts OfTicer on 19-5-1972. 

(21) The Department of Economic Aflairs reminded our Embassy 
in Rome for obtainin: approval from Italian Government on 
25-5-1972. 

( 2 ~ )  The Department of Economic Affairs was requested on 
3 1-5-1 972 dcmiafficially to obtain approval of Italian Gov- 
ernment so that completion of other formalities under the 
contract was not delayed. 

(23) The Department of Economic Affairs again reminded our 
Embassy in Rome for @tiny approval of Italian Government 
on 9th .lunc. 1972. 

(24) On 28th June, 1972, the Department of Economic Affairs 
WRS again requested to expedite the approval of Italian Gov- 
ernment to the contract. 

(25) The Department of Economic Affairs intimated on 7-7-1972 
that Italian Government had approved the contract. 

(26) Approval of Italian Government was conveyed to Statc Bank 
of India on 13-7-1972 with the request to complete 311 formn- 
lities without any further delay. 

(27) Drafts etc. received from State Rank of India on 29-7-1972 
were returned duly accepted on 31-7-1 972. Exchmpe Can- 
trol Officer of Rcserve Rank of lndia was also requested for 



issuing authorisation to State Bank of India for making 5 
per cent remittance to the suppliers and for opening of Letter 
of Credit. 

) Reserve Bank of India issued authorisation to  State Bank of 
India for payrncnt of 5 per cent payment to the suppliers on 
l lth August 1972. 

(29) 0 1 1  2-9-1972, SRT wils requested for confirmation whether 5 
per cent paynlcnt was m:~du to suppliers and also to intimatc 
steps taken for opening 1.ctter of Credit for second 5 pcr ccnt 
with intcrcst. Mc:inwhilc RBI was also contacted informally 
for expeditins thcir approval. 

I 

( 3 0 )  CI:~rific.?tions dcsircd by RBI wcre furnishcd to them on 
5-9-1 972. 

(31 ) On 16-9-1972. SRI inforrncd that initial 5 pcr cent paynicnt 
ha.; hcen madc to thc wpplicrs. SBl also requested RE1 for 
their 3pprowl f ~ r  ;1whnri4vr thcm to exccutc dcferrrri pnv- 
ment guarantee. 

( 3 2 )  On 32-9-1972. thc wppliers irlformcd that 1.cttcr of Credit 
had bscn opened in n wronr h:mk and that error might Fc 
rectified. 

( 3 3 )  On 23-9-1972, <Rr \\.;IS rcilutstcd to open I.ctrcr of Crcdit 
in correct hank ;tnd nci:c\s:lry :~nicndn~cnts ctc. !o sanction 
were issued. 



on account of one or the other technical formalities in the 
case of Italian Suppliers Credit. The matter was discussed 
by the officials of this Department with their counter part in 
the Department of Economic Affairs on 13th April, 1972 who 
advised that there was no  immediate solution to the problem 
of the Italian Suppliers Credit. Meaningful discussion with 
the Italians could be held only after June 1972 Italian elec- 
tions." 

2.132. In another note indicating the reasons for the delay in the 
issue of necessary authorisation by the Reserve Bank of India, the Depart- 
ment of Agriculture stated: 

"On receipt of copies of contract dated 17th November, 1971 from 
ISM, London on 2nd December 1971 in this Department, the 
Ministry of Finance was requested on 6th December, 1971 to 
relcase foreign exchange amounting to 10 per cent of the 
total i n h e  of the contract for completing other formalities. 
.As the rate of interest was indicated as 6 per cent in the 
contract against 5.8 per cent being charged in the carlier con- 
tracts under Cred t. ISM. London was requested on 20th De- 
cember. 1971 to persuade the suppliers not to charge highrir 
interest against these contracts. (The Department of Eco- 
nomic Affairs would not release the necessary foreign exchange 
unless the higher rate of interest was accepted by this De- 
partment). The matter was a l ~  examined in consultation 
with the Associate Finance and the Ministry of Finance were 
requested on 4-1 -1972 to agree to the payment of interest at 
a provisional rate of 6 per cent i f  the efforts being made by 
the India Supply Mission. London and the Indian Embassy 
at Rome for n lower rate of interest are not successful. There- 
upan the Ministry of Finance throuch letter dated the 7th 
January. 1972 requested the Indian Embassy in Rome to per- 
sundc the suppliers to maitain the rate of interest quoted earlier. 
The Ministry of Finance were reminded by this Department on 
the 6th March 1972. Sanction for release of foreign exchange 
was received from the Department of Economic Affairs on 
27-1-1971. The rate of interest of 6 per cent was also agreed 
to. Thereafter sanction was issued bv the Depanmen: of 
Anriculture on 3-5-1972 to the State Bank of India for making 
initial 5 per cent payment ta the suppliers and opzninp L 'C 
for second 5 per cent alone with first instalment cf interest. 
The Pay and Accounts Officer waz also requested to issue 
necessary authorisation to Reserve Rank of India. N w  Delhi. 

2434 LS-12. 



Department of Economic Affairs was also requested on 
17-5-1 972 for obtaining the approval of Italian Government 
as without such approval, formalities would not be completed 
by State Bank of India. Approval of Italian Government re- 
ceived on 7th July, 1972 was conveyed to the State Bank of 
India, who was further requested to complete formalities 
without any delay. From the above facts, it will be seen that 
there was no delay on the part of this Department in thc ccm- 
pletion of the formalities and that the delay in thls case had 
occurred due to the tedious and cumbersome procedure to be 
followed under Italian Suppliers Credit." 

2.133. The Committee enquired into the action taken to expeditz the 
Italian Government's approval. In a note*. the Department of Agricul- 
ture informed the Committee as under: 

"Intimation was received from Department of Economic Affairs 
that Embassy in Rome have forwarded contract to Italian 
Government on 25-3-1972 but authorisation by Italian Gov- 
ernment had been delayed as the supplier had not submitted 
the application for authorisation. 

Cable was sent on 12th April. 1972 to ISM, London for contacting 
suppliers for expediting their application for authoris2tion to 
Italian Government. 

Cable was received from ISM, London on 21-3-1972 that required 
application had been submitted by suprliers to Italian Govern- 
ment. 

Department of Economic Affairs tvas requested on 17-5-1972 to 
obtain approval of Italian Government expeditiously. 

Department of Economic Affairs reminded our Embassy in Rome 
on 25-5-1972 for obtaining approval from Italian Government. 

Department of Economic Affairs was again requested on 28-6-1972 
for expediting approval of Italian Government to t h ~  contract." 

2.134. The Committee regret to note that as a result of the delay of 
nearly a gear in completing the necessary payment formalities for making 
purchases against Italian Suppliers Credit (oblainiae approval of the Italian 
GQvemmeat arranging advance payments to the suppl!er. opening of Letter 
of Credit. etc.) supplies of ammonium sulphate. orders for which had k e n  
placed on groumds of urgency in September 1971 mad required hy Novem- 
ber 1971, could commence only in October 1972, therebv dislocatinrr the 
procuremeat programme. Besides, on account of the Increaw in the C&F 

- 

*Not vetted in Audit. 



cost of the f- foH0- the ~~t&&mb* increme i. (~rw tat- 
in the meanwhile, 0 d y  0.32 lakh tomnes a s g ~ i ~  0.37 la& (om- initl.lly 
*Ontracted for co&l be procured, which must have obviously Mected a v d -  
ability of the ferfilier for the munby's .g icuIwd p r h ~ m  pogum- 
mego While the ~ ~ ~ d t t e e  are not unwilliig to concede that some of the 
delay might be attributable to factors beyond the Indian Governmeat's 
control, they cannot, however, belp feeling tbat the time taken for Ihe 
completion of the formalities in this case was somewhat abnormal. They 
are also of the view (after an analysis of the chronological sequence of 
various events relating to this purchase) that much of the delay could well 
have been avoided by more effective coordination between the agencies 
involved and better follow-up action, particularly when it was not unknown 
tbat among all credits the Italian credit involved the most cumbersome 
procedures in tbe context of earlier purchases made from Italy. For 
instance, the Committee h d  that though the Italian firm's offer had been 
accepted on 2!5 September 1971, the contract was issued by the India Supply 
Mission, London, only on 17 November 1971, and amendments to the contract 
issued respectively on 1 March 1972 and 1 April 1972. There also appears 
to have been some dispute over the rate of interest payable which took over 
f ixe  months to be resolved. It is not clear to the Committee why this ques- 
tion could not have been settled in September 1971 itself, when the terms 
and conditions of the offer must have presumably been gone info before 
acceptance thereof, and why it should have taken nearly two months for 
the Department of Economic Affairs to ask the Department of Agrkultuffi 
on 12 November 1971, to "consider in depth" whether tbey would a w e  
to the increased rate of interest of 6 per cent as against 5.8 per cent c b @  
in the earlier contracts under credit. Action to obtain the Italian Govern- 
ment's approval also appears to have been initiated only as late a3 ia Mag 
1972 and it required further protracted correspondence between the De- 
partnlents of Agricul*re and Economic Affairs and the Indian Embass?. in 
Rome before the necessary approval was obtained on 4 J ~ v  1972. What 
is more surprising is the fact that even after all the formalities had k e n  
completed after a considerable lapse of time, further delay should have 
wcurred on account of the Letter of Credit hcinp: opened in wrong bank* 

2.135. This case, therefore, underlines the need for streamlining and 
rationalising (he proredores with a view to eliminating avoidable delays in 
the completion of formalities relatinr to purchase from abroad. The 
Committee note in this connection that the question of simplification of 
procedures in respect of Italian credit was discussed with the officials of 
the Ilepartment of Economic Affairs on 13 April 1972. who had then advls- 
ed that there was no immediate solution to the problem of ltalian Suppliers 
Credit and the meanindul discussions with the ltalians could he held only 
after the Italian elections in June 1972. They would, therefore. like to know 
whether these discussions were held subsequentlv and if so, what s p e k  
s t e p  were taken in tbii regard. The Committee would also like Governmcd 



to undertake a seledive case study of purchases from various count ti^ 
with a view to assessing the time taken at various stages from the placing 
af the indent to the commencement of supplies and determining what 1- 
provements could be effected ia tbe procedure for the processing of purchase 
proposals. An attempt should also be made to eliminate aU non-essential 
stages and to redoce the time taken for processing tbe proposals at each 
stage. Tbe Committee would like to be informed of the measures tnken in 
pursuance of these recommendations and the improvement actually effected. 

(d)  Increase in price O I L  account of delayed negotiations 

Audit paragraph. 

2.136. Against a tender enquiry made in March 1972 for purchase o t  
0.75 lakh tonnes of urea in free foreign exchange, the prices offered were 
$56.80 to $60.50 (f.0.b.) per tonne as compared to thl: previous purchase 
price of $ 46.40 (f.0.b.) in July 1971. Offers for 0.62 Iakh tonnes u;ia 
accepted on 23th April 1972 at $56.80 to $60.50 (f.0.b.) per tonne. At 
that time (from 16th April 1972 to 5th May 1972). n delegation was in 
Europe negotiating purchase of urea against credits offered by foreign 
Governments. The prices accepted in negotiations in Europe in May 1972 
ranged between $57.20 and S 57.40 (f.0.b.) for 0.83 lakh tonncs. It would 
be seen that while the minimum of these prices was highcr by S9.W per 
tonne than that for free foreign exchange purchase, fit maximum prlce was 
lower by as much as S 3.10 per tonne. 

2.137. The Fertiliser Purchase Committee at its meeting held on 6th 
May 1972 observed that "the position of supply had changed so fast that a 
few weeks' delay in sendin? the delegation to Europc had meant among 
other things at least a short supply of 30.000 to 40,000 M.T. and an increase 
in price by at least S 1. On account of delay in sendins the delegation i t  
had become necessar,, to take a decision on the F.F.F. (frec f0rei.m cx- 
change) tender lest the stocks already depleted with the Agriculture Depart- 
ment should reach a dangerously low level. Consequently, :I price of 5 60 50 
(f.0.b.) had to bc accepted during the validity of the F.F.E. (free foreign 
exchange) tender before the delegation had madc much hcadwav in their 
tour in Europe. This price proved an inhibiting factor in conducting the 
negotiations by the delepior! with the suppliers in Europc and the task of 
price reduction became all the more difficult on account of this." 

[Paragraph 41 of the Report of the Comptroller and Auditor Gcncral 
of India for the year 1973-74, Union Govcrnrnent (Civil). pp. 105-106, 

case (v)] 

2.138. The Committee desired to know when the Department of Agrl- 
culture had become aware for the first time of the 'dangerously low lcveP 



s f  the stocks of urea' and whether the Department did not monitor periodi- 
cally the stock position vis-a-vis actual requirements. The representative 
vof the Department of Agriculture stated in evidence: 

, "The purchase relates to Kharif 1972 and Rabi 1972-73. We had 
finalised our requirements by November 1971 and communi- 
cated it to the Department of Supply in February 1972. As 
you will see from the first sentence of the item, the tender 
enquiries were made in March 1972. It was not a question 
of delay in placing a particular indent, but, after the tender 
enquiries were made and the negotiations took place, they said 
that there was delay in sending the delegation. Th2 indents 
were placed sufficiently in time by the Agriculture Ministry." 

2.139. Since the indent in this case had been placed on the Depanrncnt 
.of Supply only in February 1972, even though the Fertiliser requirements 
for Kharif 1972 and Rabi 1972-73, to which the purchase related, had 
been finalised in November 1971 itself, the Committee enquired into the 
reasons for the delay of about three months in placing the indent in this 
case. In a note, the Department of Agriculture replied: 

"The import requirement for Kharif. 1972 and Rabi 1972-73 were 
worked out on the 4th Standing Ferti!iser Committee meeting 
held on 27-10-1 97 1 and the minutes of the meeting forwarded 
to the members on 4-1 1-1971. A copy of the minutes was 
endorsed to the Joint Srcretar?., Department of Economic 
Affairs on 6th November 1971. At i:s meeting h:ld on 7th 
December 197 1. the Committee of Economic Secretaries felt 
that the present situation warranted a fresh assessment of the 
fertiliser supply position vis-a-vis demand and that the import 
stratem should be worked our carefully. A N'orking Group 
was constituted under Shri . . . . . .for doing this. The Workkg 
Group in its report dared the 13th December 1971 recom- 
mended the authorisation of import of fertiliser for 52 million 
dollars from Rupee Payment Area and the import of D.4P for 
5 million dollars from USA. The Committee also recommend- 
ed a further review at the end of January 1972. At i!s meet- 
ing held on 28th December 1971. the Committee of Econon~~c 
Secretaries approved these recommendations and decided that 
the Working Group should immediately reassemble and do 
a con~plete review of demand. .4ccordingl:,. !he \\'orking 
Croup had three meetings in January 1972 and recommended 
the release of foreign exchange of 46 n~illion dollars. .4ccord- 
in& the Department of Economic Affairs was requested by 
the Department of Agriculture on thc 4th Frbruar! 1971 for 
;ultharifing the imvrt as decided b\. the XVOrkin_r Group." 



2.140. According to  the Fertiliser Purchase Committee, which met om 
6 May 1972, on account of the delay in sending the delegation to Europe 
in April-May 1972 for negotiating the purchase of urea against credits, i t  
had become necessary to take a decision on the free foreign exchange tender 
floated in March 1972, lest the stocks already depleted with the Agriculture 
Department should reach a dangerously low level. The Committee, there- 
fore, desired to know whether the depletion of the stocks could not have 
been foreseen. The Committee also desired to knaw the intervals at which 
Government collected data in regard to stocks of fertilisers. In a note, the 
Department of Agriculture stated: 

"The import requirements for Kharif 1972 and Rabi 1972-73 were 
communicated by this Department to the Department of Eco- 
nomic Affairs in November 1971, as follows: 

Kharif 19-12 . . 2 . 2 5  ( 1 . i j  1e.  (15 

Rabi 1972- 73 . 

Following tbis, on the 30th December 197 I ,  the Departrncnt 
of Economic Affairs authorised the import of 7.5 iukh tonncs 
of urea from Rupee Payment Areas and released foreign ex- 
change of $ 47 million for these inlports and for thc in~port of 
other fertilisers from the RPA. It was further drciclcd that 
MMTC should procure at least 3 lakh tonncs out ot the above 
to reach India before the end of May 1972. Subsequently. 
the Department of Economic Affairs released free loreign cs- 
change to the tune of S 46 million on 4th February 1072. 
Accordingly, after getting the concurrence of Associated Fin- 
ance, the Department of Agriculture requcstcd the Department 
of Supply demi-officially on the 15th February 1972 to arrange 
for the import of 4 lakh tonnes of urea. 

In the meantime, the stocks of fertilisers with thc State Gcwcrn- 
ments were getting depleted and a scrics of mcctin::s h;td been 
held t y  the. Department of Agriculture with thc .MMTC :in11 
Supply Department to get procurenicnt cxpcditod. Thc Sccretary 
(Agriculture) also addressed thc Secretary (Supply) and the - Chairman, MMTC, &mi-offici;lllp on the 2 n d  Fcbrunry 1972 



bringing to their notice the scarcity of fertilisers developing 
in the States and expressing concern about the fertiliser s u p  
ply situation. These items were also discussed by the Secretary 
(Agriculture) with the Secretary (Supply) and the Chairman, 
MMTC in a meeting held on the 6th March 1972. On the 
7th March 1972, the MMTC intimated that they would not be 
in a position to procure more than 70,000 tonnes of urea by 
June 1972 against their earlier indication of 3 lakh tonnes. 
The domestic production estimates of nitrogen were down- 
graded from 18.2 lakh tomes of nutrients to 14.05 lakh tcnnes 
of nutrients. This figure was later on once again revised down- 
ward to 12.3 lakh tonnes of nutrients. These developments 
reduced the availability of urea in the country considerably. 
The urgency of importing fertilisers was also emphasised by 
the Department of Agriculture in the meetinss of the Fertiliser 
Purchase Committee. In the meeting of the FPC held on the 
25th March 1972, recognising the urgency of the require- 
ments, the Committee unanimously recommended that a dele- 
gation should immediately go to U.K., Europe and Japan for 
purchase of fertilisers. The Department of Economic Affairs 
was also pressed to release more foreign exchange. Since the 
Department of Agriculture was not aware of the possibility 
of supplies from RPA failing to a considerable extent before 
the 7th of March 1972 and since the Department of Apicul- 
ture was not aware of the drastic downward revision in the 
domestic production from 18.2 lakh tonnes of nutrients to 14.05 
lakh tonnes of nitrogen before December 1971, the shortage 
of urea could not have been anticipated earlier. 

Six-monthly Zonal Conferences are held twice every year in each of 
Zones. The Zonal Conferences for the Kharif season are held 
in January and the Zonal Conferences for Rabi season are 
held in July. At these Zonal Conferences information is obtain- 
ed from the State Governments and the Union Territory 
Administrations about the stocks of fertilisers available with 
them. &art from this, information is obtained once a month 
regarding the stocks of pool fertilisers available with the Food 
Corporation of India, Central Warehousing Corporation, State 
Warehousing Corporation and the Indian Potash Ltd. Informa- 
mation is also obtained once a month from the domestic 
manufacturers regarding the stocks of fertiliser held b:r them. 
Once a quarter the availability position of pool fertilisers is 
assessed with reference to the requirements from Pool and 
suitable in the allotments and distribution plan 
made. This is in addition to the six-monthly aSSeSSment of avail- . . ability and requirements done at the Zmal Conferenca, refer- 



red to above, at which a coordinated supply plan for meeting 
the estimated requirements of each State/Union Texitory, 
taking into account the domestic production and the estimated 
imports is prepared." 

2.141. The Committee enquired into the reasons for the delay in 
sending the delegation to Europe. In a note, the Department of Supply 
replied: 

"A meeting of the Fertiliser Purchase Committee was callcd at short 
notice on the 25th March, 1972. The Finance Ministry 
(Department of Expenditure) was not represented at this meet- 
ing. The meeting had been called by Secretar:~ (Supply) at 
short notice to consider the strategy to be adopted for making 
purchases of fertiliser from the U.K.. Europe and Japan. The 
Committee took into account the urgency of the requircnxnts 
indicated by Agriculture Department, the limited availability 
of foreign exchange and the reportcd rising trend of prices. 
The Committee unanimously reconmended that in order to 
enter the market before an? other major indcnior, the best 
strategy would be to send a delesation imniediately to U.K. ,  
Europe and Japan. In the Committee's vie\\. past cxpcricnce 
had shown that better prices and the required quan!ities could 
be obtained only by personal d~scussion with the producers. 
The Committee emphasised the inimediatc need for ncgoti- 
ations lest further delay should jeopa~d~w proc:lrcnxnt of 
fertilisers. 

In  pursuance of the recommendation of the FPC. proposals for 
sending a delegation first to thc U.K. and Eurt~pc and thcn to 
Japan, were formulated in the Supply Dcparirncnt, and the 
approval of Minister (Supply) %as obtained bcfuri. sending 
the proposals to the Ministry o[ Finance (D~p~~rtrncnt of 
Expenditure) on the 28th March, 1971. Government convey- 
ed their decision to the Department of Suppl! on 13-4-1971, 
that a delegation should go to Europs and thcn tu  J a p n  and 
the delegation left for Europe on 16th April, 1972." 

2.142. Tbis is yet motber instance of lack of foresight in plaming fur 
iuqmds nad of failure to initiate timei? action for procurement irorn abroad 
dtcr blrimg into aceonot the developmcnts on the domestic as well :IS on 
fLe h t m a t i d  fertiliser front. The Committee are perturbed to note that 
eonsidmMe dday had occurred at various stages in arranging for the irnportci 
of fertIllaera to meet the requirements of Kbarif 1972 and Rabi 1972-73, 
m d t h g  k the pstpolurut of purchases till the already dcpkted stocks 
M n m  *a Qagemdy low level". To begin with, the Committee find 
w w a  dmagb the iertilbsr requirements for Kharif 1972 and Rabi 



1972-73, to which the present purchase of urea g&ted, W- finvlined 
4th November, 1971 itself and had also beep c ~ e y n u n i ~ f e d  to the ~ e p a r t -  
merit of h ~ ~ ~ m k  A f f h  On 61h November, 1971, it ww only a month later, 

7th December, 1971, that a working group was cowtihied by &e Cum- 
mittee of Eccrnomic Secretaries for m a w  a &re& assefsmept of the fed. 
liser supply position vis-a-vis demand. While on the reco-endations of 
a e  working grwp (13th December, 1971), the Department of Economk 
Affairs authorised, on 30th December, 1971, imports of 7.5 lakbs tonnes of 
urea from Rupee Payment Areas and released foreign exchange of 47 inillion 
doUars for these imports as well as imports of other fertiliers from 
Rupee Payment Areas and the Minerals and Metals Trading Corporation 
was also a s k d  to procure at least 3 lakh tomes of urea b reoch IpdP 
Before the end of May 1972, it took anotber six weeks for the release of 
free foreign exchange for purchases from General Curre- Areas and 
placing indents therefor on the Department of Supply. It appears t h t  tbis 
delay was on mcco~~at of the Committee of Economic Secretaries asking 
tbe working group to do a complete review of tbe demand. However, as 
has been pointed out earlier in Chapter I of tbis Report (vide paragraphs 
1.63 and 1.641, the outcome of this elaborate exercise was not very much 
different from the projection made earlicr, in October 1971. b~ the Stand- 
ing Committee on Fertilisers of the Department of Agriculture. It is Plso 
seen from the report of this worIrily: group, that the import requirements 
for 1972-73 had been worked out by the Group on the assumption that 
the indigenous production of nitrogenous fertilisers would amount to 14 
Iakh tonnes of nutrients as estimated by the Department of Fertilisers and 
Chemicals even though the Department of Agriculture appear to bave 
expressed reservations about these estimates. (As against these estimates, 
actual indigenous production of nitrogenous fertilisers during 1972-73 
amounted to only 10.60 lrrkb tonnes of nutrients). It should have also 
been apparent even before 7th March, 1972 when the Minerals and Metals 
Trading Corporation formally intimated that the? would not be in a posi- 
tion to procure more than 70.000 tonnes of urea b~ June 1972 against the 
earlier estimation of 3 Inkh tonnes, in view of the fact that though it had 
been estimated in December 1971 that 7.5 lalih tOnneS of Urea would be 
available from Rupee Payment Areas, O ~ F  a quantity of 4.5 lakh tonnm 
had been upon in the trade plans actually concluded. Besides, f f  
should have been possible, by timely coliection of market intellkence. to 
aRtjcipte tbpt, BCC~UII~ of adverse weather conditions in Europe in 
mnniap: of 1972 and consequent upsurge in demand for f e r t k e n  in 
East and West Europe, the qantities actuaI\y available in the i n t ~ ~ ~ i o n a l  
market would be far less than the initial estimates made in this rWrd  

2.143. The Committee are, thenfore, of the view that these factors 
&odd have been adequately taken note of md arrangements made to eater 
tbe market as expedbbiosly as possible. It is. however. fairly obviws. that 



tbe dnelopments on the hternatfonal lertilirr front in the beginning of 
1972 Lad mot been properly understood in India and that timely remedial 
~ ~ ~ s u r e s  were not taken in the context of the likely shortfalls in the indi- 
genous production and in the scheduled imports from Rupee Payment 
Areas. That such a situation should have -been allowed to develop in spite 
of the existence Of a high level Fertiliser Purchases Committee for coordi- 
n a h g  imports is regrettable. The Committee would urge the Fertilism 
Purchases Committee to have a firmer grip on the import programme and 
assess its progress continuously so that timely remedial action could be 
taken in the event of a likely setback to the scheduled imports from any 
coantry on anticipated steep increase in prices or shortfalls in indigenous 
production. This case also points to the need for improving the machinery 
for the timely collection of market intelligence on production alnd price 
trends in the international market and other factors likely to have an impact 
on availability of fertiliiers. In this connection, the Committee would invite 
attention to their observations/recommendations contained in paragraphs 
2.44 to 2.46 of this Report. 

(e) Distress purchase of below-specification NPK 

Audit paragraph 

2.144. An offer for NPK grade 15-15-15 at $ 65.45 per tonne (c. & f.) 
received against a global tender was rejected in May 1972 as technically 
unacceptable to the Department of Agriculture in view of moisture content 
being 2 per cent instead of 1.5 per cent and only part of the phosphorous 
being in water soluble form. A higher offer of $ 73.14 per tonne (c&f) 
was therefore, accepted for 0.10 lakh tonnes in May 1972. In July 1972, 
however, the Department of Agriculture stated that NPK of the specifica- 
tion rejected in May 1972 would be suitable. This revised decision was based 
not on my fresh technical consideration but due to shortage of complex 
fertilisers (with completely water soluble phosphates) and di-ammonium 
phosphate/ammonium phosphate. From market reports prepared by the 
India Supply Mission, London, it appears that shortage of phosphatic ferti- 
tisers had developed from the middle of 1971, if not earlier. Had, on the 
basis of market reports, the decision of July 1972 been taken two months 
earlier, the offer of May 1972 could have been accepted and there would 
have been saving of $ 86,900 (Rs. 6.52 lakhs approximately). 

[Paragraph 41 of the Report of the Comptroller and Auditor General of 
India for the year 1973-74, Union Government (Civil), p. 106, case (vi)] 

1 'r 

2.145. The Commirtee learnt from Audit that with reference to this case, 
the Department of Agricblture had stated (February 1975) as follows: 

"The import of NPK padc 15-1 5-1 5 was made in 1972 to meet 
two different [purposes. One was for distribution to cultivators 



through State Governments. The second was for the seeding. 
programme of the fertiliser factories. For the first purpose, 
this Department has always insisted that from the technical 
point of view purchase should be made of NPK 15-15-15 
having a moisture content of not more than 1.5 per cent and 
having not less than 80 per cent  phosphorous in water soluble. 
form. For the second purpose, the specifications of the NPK 
naturally have to correspond to those of the fertiliser proposed 
to be manufactured by the fertiliser factories. Accordingly this 
department had initially indicated these specifications of the NPK 
grade 15-1 5-1 5 which included inter alia that the moisture 
content should be 1.5 per cent or less and that at least 80 per 
cent of the phosphorous should be in a water soluble form. 
The fact that a fertiliser of these specifications would cost more 
was known to the Department. Nevertheless, preference was 
expressed for such fertiliser from the agronomic point of view. 
Subsequently, when it was not possible to get fertiliser of such 
specifications even by offering a higher price, this Department 
had agreed to the purchase of NPK grade 15-15-15 having 
a moisture content of 2 per cent and having only 40 per cent 
of phosphorous in water soluble form. The fertiliser was, 
however, diverted for use as seeding material by the fertiliser 
factories." 

2.146. Explaining, at the Committee's instance, the facts of the case, the 
representative of the Department of Agriculture stated: 

"The Ministry of Agriculture does not go in for import of NPKs. 
because they are dilute fertilisers, except for two reasons. One 
is, if it is required for the seeding programme of specific manu- 
facturers. Second is. if no other form nitrogenous or phosphatic 
fertilisers are available. Even if Urea and DAP are available, 
for instance. we would certainly prefer them to NPK. T h e  
first order which we placed was for a seeding programme manu- 
facture NPK grade 15-15-15 where the solubility of its 
PS O h a s  82 per cent and more, requiting a maximum 
moisture content of 1.5 per cent. Therefore, there is no point 
in purchasing NPK grade for a seedins programme with lower 
water solubility because it will not approximate to the product . . which they propose to manufacture. Since they could not get 
it for the lower price. we had to take the higher-priced NPK 
of the same grade. but with highcr water solubility of PC OJ 
because it was meant for a seeding programme manufacturer. 
In the second half of 1972, a situation developed where the 

\ .. 
A .  

nitrogenous and phosphatic fertilisers became more dificult to 



obtain and we had also received demands from State Govern- 
ments saying that they will take dilute fertilisers. We had also 
asked them and they were willing to take dilute fertilisers and 
they wexe willing to take NPK with lower water solubility of 
P2 O6 because they had nothing else. So, we had stated that 
we would be accepting the same grade which we had earlier 
rejected because that was for a seeding manufacturer." 

2.147. The Committee learnt from Audit that the producers of 
:phosphatic fertilisers, which had been generally availabIe in recent years 
,under a pricing policy, had increased the prices of the these fertilisers from 
the middle of 1971. For instance, the US export prices for sopr-phosphate 
had been raised from 40 dollars per tonne in May 1971 to 77 dollars per 
tonne by the end of the third quarter of 1972. When asked in this context 
-whether Government were not aware of the shortage of phosphatic fertilisers 
in the world market when the lower offer was rejected in May 1972 and 
whether the decision subsequently taken in July 1972 was not applicable 
to NPK for use in agriculture, the rel?rrsentative of the Department of 
Agriculture stated: 

"In May 1972, we were not aware of the difficulty in obtaining the 
higher analysis nitrogen." 

She added: 

"Prior to May 1972, we had no need for this fcrtiliser for general 
purposes. . . . . The situation was that wc were getting whatever 
fertiliser was wanted. After May 1972, we were not able to get. 
After that, there was an offer saying that that was the only 
available material and we agreed to take that one." 

2.148. Tbe Committee are concerned to note that in this case after 
-having rejected in May 1972 an offer for NPK grade 15-15-15 at 61.45 
dollars per tonne (C&F) on the ground that its moist~rre content was 2 per 
cent instead of the stipulated 1.5 per cent and only part of the phosphorm 
was in water soluble form (which, therefore, made it unsuifuhlc for the 
seeding programme for which it was required), a revised decision had hccn 
taken only two months later, in July 1972, not on any fresh technical con- 
sideration but on account of shortage of fertiliscrs, to accept NPK of the 
specification rejected earlier for dictribution to the cultivators for general 
agricultural purposes, and that the postponement of this purchase resulted 
jn an extra expenditure of 86,900 dollars (about Rs. 6 52 lakhs). Explain- 
Inp: the r e s i n s  for not accepting this fertiliser in May 1972, the Depart- 
ment of Agriculture bave' stated that NPK fertilisers were not normally 
imported, oa account of tbeir being dilute fertilicers. unlescl thev were 
required for t k  seeding programme ~f rperific manufacturers or when other 



higher mIySaS vWetfer of i n b g e n o b  miit phoqhtPc f'eltilisers (e.g. urea,. 
di-ammonium phosphate, etc.) were available and that in the inshint case,. 
they were not aware in May 1972 of the ditliculty in obtaining higher 
analysis fertlllsers. According to the Department, a situation developed in 
Ibe second half of 1972, when the availslbility of nitrogenous and phos- 
phatic fertilisers had become more difficult and whatever fertiliser was 
available had to be accepted after consulting the State Governments to  
meet their demands 

2.149. The Committee, however, find that the market reports received 
from the India Supply Mission, London, had indicated that shortages of 
phosphatic fertilisers had begua to develop from the middie of 1971 itself, 
if not earlier and that their prices in the international market were also. 
known to be on the increase. It would also appear from the discussions in 
the preceding section of this Report, relating to the purchase of urea in 
the beginning of 1972, that the Department of Agriculture had been aware 
in February 1972 itself, if not earlier, that the stocks of fertilisers with 
the State Governmeats were getting depleted and a scarcity situation was 
developing. Besides, on 7 March 1972, it was known to the Department 
that there would be a heavy shortfall in imports from the East European 
countries by the Minerals and Metals Trading Corporation and that alter- 
nate arrangements would, therefore, have to be made. Ia these circum- 
stances, the Committee are unable to accept the Department's contention 
and are of the view that prudent use had not been made of the information 
already available with the Department and adequate steps had not been 
taken to regulate imports in the best interest of the couatry. They are inrlined 
to take 3 serious view of this failure and would urge fixation of respon- 
sibility therefor. 

( f )  Paynerrf of hielier prices for credir prirchnsrs. 

Airtlit paragraph 

2.150. A contract for 0.25 lakh tonnes of NPK grsde 15-15-15 
agamst a foreign loan was executed in May 1972 at $ 79.80 (c & f )  per tonne 
for half the quantity to be ship:ed in Julv 1972 and $ 84.75 (c  & f )  per tonne 
for the remaining half to be shipped in August 1972. Tn a contract. executed 
in June 1972. for purchase of 0.10 lakh tonnes NPK of the same grade 
against free foreign exchanse, the rate accevted was 3 73.13 (c  & f )  per 
tonne for delivery in June and July 1972. Thus. the price paid for the loan 
financed purchase was very much higher than that paid for in free foreim 
exchange. The Department of Supply stated (January 1975) that t he  



.purchase at  higher rate against credit had to be ma& for meeting urgent 
requirements. 

[Paragraph 41 of the Report of the Comptroller and Auditor General 
.of lndia for the year 1973-74, Union Government (Civil), p. 106, case 

(vii)]. 

2.151. The Committee were informed by Audit in this connection that 
the entire quantity due for delivery in July and August 1972 was actually 
shipped only in September 1972 and that the Department of Supply had 
.stated (January 1975) as follows: 

". . . .it is correct that under the Credit, contract was at a highex 
price but. . . .purchase had to be approved by the FertiIiser 
Purchase Committee as the Agriculture Ministry insisted on the 
purchase being made to meet their urgent requirements. This 
point, therefore. does not concern Department of Supply. At 
the time of placing the contract it could not be foreseen that 
material would not be shipped in terms of the contract." 

2.152. The explanation furnished in this regard by the Department of 
.Agriculture to Audit, in Feb.ruary 1975. was as follows: 

". . . .after considering the avai!ability of fertilisers in foreign countries 
and after taking into account the requirements of the fertiliser 
factories in the country for their seeding programmes, it was 
decided to import 1.22.000 tonnes of N.P. & K of various 
grades. Out of this, 35.000 tonnes were required for the seeding 
programme of FACT. which was expanding its capacity with 
the assistance of a loan from the World Bank. Under the 
terms of the loan. the FACT was under obligation to carry out 
the seeding programme to establish a market for the fertiliser 
proposed to be manufactured by them. This fertiliser was to be 
made available in June 1972 and July 1972 so as to enable jts 
use by the cultivators during the kharif 1972 season. A firm 
demand for this amount of fertiliser could not be placed before 
the 14th March 1972 since an additional foreign exchange of 
$ 15 million was made available only on that date, owing to very 
tight foreign exchange situation. The requirement for import of 
the fertiliser for the seeding programme of the FACT was also 
of an urgent and pressing nature in view of the obligation of the 
factory to the World Bank. Accordingly. this Department 
requested for the early action for the supply of the fertilisers 
in the months of June and July through letter dated the 14th 
March 1972 addressed to the Department of Supply. At the . .. time the request for the fertiliser was made, it was not and it 



could not have been anticipated that the shipments and delivery 
would be delayed. Hence the fact that the fertiiiser was shipped 
only in September 1972 would be irrelevant to the consideration 
of the issue whether the requirement was urgent or not. 
Nevertheless, the fertiliser was put to use for the seeding 
programme of the factory during the rabi 1972-73 season." 

2.153. Since it had been stated by the Department of Agriculture that 
.,part of the quantity represented the requirement of FACT for its seeding 
programme which was of an urgent and pressing nature, the Committee 
desired to know when the Department had come to know of this requirement 

.of FACT. In a note, the Department informed the Committee that FACT 
had intimated their requirements of seeding material for the year 1972-73 
on 21 July 1971. 

2.154. T o  another question as to why the planning of the demand 
could not be done well in advance so as to avoid a situation where Govern- 
ment had to pay a higher price on the plea of urgency, the Department 
replied: 

"The agronomic requirements of fertiliser for the Kharif 1972, as 
worked out by this Department were as follows: 

N . . 8.15 lakh tonnes 
P . . 2.70 lakh tonnes 
K . . 1.54 lakh tonnes. 

Takins into account the closing stock and indigenous production, 
this Department was required to import 2.25 lakh tonnes of 
I\; and 0.75 13kh t o m s  of P, 0 , for Kharif 1972. Against 
this. the De;artrnent of ~ c o n o k i c  .4ffairs agreed to make 
available foreign exchange only for purchase of 3 lakh tonnes 
of Urea from Rupee Payment area and $ 5 million in free 
foreign cxchurige to mcet our requirements of P , 0 -, for 
Kharif 1972. Keeping in view the limited availability of 
foreign exchangc, it was decided to import DAP in preference 
to NPK complex fertilisers brcausc of the following reasons: 

( i )  As DAP was required by the State Governments for their 
production yropamme and NPK by indigenous manufacturers 
for their seeding programme, a decision was taken to prefer 
the import of DAP which was required by the State Govern- 
ments for their production programme. 

(ii) The seeding manufacturers were only trying to pa;rularise 
certain products which cou!d wait for some time till foreign 
exchange availability ceased. 



(iii) In terms of economics, per unit price of nutrient in D A P  
was lower than in NPK complex fsrti1ise.r. 

The foreign exchange of $46 minion released by the Ministry of 
Finance (Department of Economic Affairs) on 31st January 
1972 for meeting the requirements of Rabi 1972-73 was not 
considered sufficient by this Department to import our full 
requirements. The matter was, therefore, taken up with the 
Department of Economic Affairs on 5th Fabruary, 1972 for 
making available additional foreign exchange. Simultaneousiy 
M I S .  FACT was also informed on 3rd February, 1972 that it 
was not possible for this Department to import their seeding 
requirements unless additional funds were made available either 
by the World Bank or by the Ministry of Finance (Department. 
of Economic Affairs). 

*The Ministry of Finance, however, reconsidered the (position and 
informed this Department on 11th February, 1972 that the 
seeding material requirements of M/s. FACT had to be accom- 
modated from within the foreign exchange allocation already 
made to this Department. This matter was again considered 
in detail in this Department and it was finally decided and 
communicated to the Department of Supply on 14th March, 
1972 to purchase 47,000 MTs of cow~lex  feriiliser with free 
foreign exchange and 75.000 MTs under CID. loan which 
included 27.000 MTs and 25.000 MTs respectively of com- 
plexes for meeting the seeding requirements of M!s. FACT. 

From the above, it will be observed that this Department was not 
initially in favour of importing NPK complex fertilisers due to 
limited allocation of foreign exchange made available by the 
Ministry of Finance (Department of Economic Affairs) even 
though this Department was awnre of the seeding requirements 
of various manufacturers. It was possihlt for this Depsrtment 
to include certain quantity of NPKs in our revised import pro- 
gramme when additional foreign exchange was made available 
by the Ministry of Finance (Department of Economic .Affairs)." 

2.155. Explaining. during evidence, the circurnstanccs in which the 
purchase at higher l~rices had been made. the representative of the Depart- 
ment of Agriculture stated: 

"The FACT communicated its requirement in December. Rut at that 
time we did not have enough foreign exchange and the purchase 



of the NPK fertiliser bad to be ma& by rbduc& the foreign 
exchange in the case of other aciivities. So, we did not go in 
far the seeding programme of the fertiliwr. After that,.thr?y 
released additional foreign exchange for this purpose. After 
getting it, we had intimated that there was no need to purchase 
that!' 

She added: 

"It was meant for the seeding programme for the kharif. But the 
shipment arrived much later and therefore it was put to use for 
the seeding programme during the rabi." 

2.156. Since it had been statcd that when additional foreign exchange 
was subsequently released for the purposc of purchasing fertilisers for the 
seeding programme of FACT, the Agriculture Department had intimated that 
there was no need to go in for the credit purchase of NPK. the Committee 
enquired into the action taken by the Dqartment of Supply on receipt of 
this information. In reply, tha: Department furnished to the Committee 
a copy of the letter dated 4th November 1975 from the Department of 
Agriculture which, according to the former, 'explained what exactly the 
Agriculture Department had said in 1972,' which is reproduced in Appendix 
1X. 

2.157. In view of the fact that this particular case appeared to indicate 
that higher prices had to be paid for credit purchases. the Committee desired 
to  know the Government's cxporience in this regard. The representative 
of the Department of SuppIy stated in evidence: 

"Generally. by and large, there is not much difference in prices 
between purchases made on credit basis and those on regular 
payment of foreign exchange. But this example quoted here 
is one peculiar instance in which the utilisation of credit did 
result in a higher price." 

Thc Chairman nf the Minerals and Metals Trading Corporation stated in 
this connection: 

"Our own cxpcricnce in MMTC is that we make many credit pur- 
chases, but they are not suppliers' credit, they are mainly 
government to government credit like the Yen Credit or  the 
CID. which is a Canadian crcdit. Our own experience is that 
there has been absolutely no difference in pricin_e because it is 
credit. We are buying! nickel from Canada on producer price 
which is the lowest, and if CTD. credit is available. we debit 
it to that credit. It has no influence directly upon the pricing 



pttmr. Ia USAID this dement was there, but we have not 
noticed this in Yen Credit ot in the Canadian Credit." 

2.158. The Committee thereupon drew attention to this particular case 
commented upon by Audit and W i d  to know the reaction of the witness 
who reglied: 

"This is a good case in point. I was only speaking from my experi- 
ence of items other than fertilisers. I would not be able to  
comment on fertiliser prices. But there is one thing. I would 
say that, in case we find there is such a difference in price, if we 
have the bargaining strength which we reckon on with buffer 
stock and with our non-anxiety to buy it at any cost, we can 
hold out and say h a t  we will not buy. In the- long-tenn contract 
also, conclusion of price every six months or even three months 
is an essential provision of the contract. and if the price is high 
in comparison to free foreign exchange, there is no obligation 
to buy." 

'2.159. The Committee enquired into the position in this regard in SO 
far as purchase of equipment for fertiliser plants were concerned and asked 
whether it was a fact that sometimes arbitrary prices were charged by the 
suppliers of equipment against credit-tied purchases. particularly the western 
cartels, the price differential being 80 to 100 per cent more as compared 
to the prices charged for free foreign exchange purchases. The Secretary, 
Department of Fertilisers and Chemicals replied in evidence: 

"We have to make a qualitative difference between purchase of ferti- 
liser and purchase of fertiliser equipment. Fertiliser, as such, 
is an internationally traded commodity: fertilisers are standard 
products coming out of the fertiliser plants all over the world; 
for example, the urea preduced in India does not differ in any 
way from the urea produced in Western Europe or USA. 
Therefore, there is such a thing as international selling prices for 
feniliirs. It is, therefore, possible-and I do support what 
Mr. . . . .says-to check at an! given point of time whether the 
prices being quoted by a particular source of credit are ruling 
above the international prices or not. But in the case of ferti- 
liser equipment, the situation is slightly different. We do not 
have such a thing as standard equipment produced far fertiliser 
plants. We have diverse technologies. diverse Tources of equip  
ment, some of these are proprietary equilpments. somc ticd up 
with brand names and reputations and, therefore. one cannot 
ab iniiio say that things are strictly comparable. What we have 
been urging on Government is this that when we put up fertiliser 



#ants, if wo b v e  free f d g n  e~change we haw  us i 
flexibility in choosing the kind of technology we want and the ' 
equipment which suits that technology and also in selecting the 
producers and suppliers whose order book position enables 
them to deliver faster to us. This helps to put together a 
package of equipment which is relevant to the kind of techno. 
logy selected and helps us to select from the sources which can 
deliver the fastest. It is for this reason that we did experience 
some difiiculties when we were told that we had to plan a plant 
based on equipment to be purchased entirely from the U.K. 
or France or Germany. T believe the Ministry of Finance, 
Department of Economic Mairs, has now recognised this and 
we are today getting for more flexibility in the matter of choice 
of foreign exchange. We also pay for engineering services 
apart from the equipment. 

&Condly, we did go through a period when for very good reasons. 
the Department of Economic Maim, which was negotiating 
various loans and credits, often had to change the package 
to us. In the case of ,planning of fertiliser projects, even at 
the planning stage there is quite a time gap id deciding the 
kind of fertiliser plant you want and the basis of the technology. 
If you are told that it is tied to a particular source, you make 
your adjustments. If after a few months this is changed, you 
begin all over again and this was the intention of the comments 
we have made that the sources are changed. Since it is not a 
standard item, I repeat that you cannot merely switch on to 
another country for buying identical goods. You may have to 
change your entke concept of the technology and the process 
which you are contemplating in that particular project. 

2.160. In a note furnished to the Committee subsequently in this regard, 
the Department stated: 

"Adequate data is not presently available on the basis of which a 
definitive conclusion could be taken on the issue that pur- 
chase of fertiliser equipment against suppliers' credit is can& 
derably more expensive than against free foreign exchange, 
and that the price differential could be anything between 60 
per cent to 100 per cent. However, if the Committee s o  
desires. a detailed study would be commissioned to go into 
this matter in all its aspects." . 

2.161. In this connection, the Committee drew attention to certain press 
reports that in one case of purchase of equipment aminat credit. the price 
di!kmtial was as high as 800 per cent and desired to know the factual' 



"I doubt the validity of the story that in o m  case there was asr 
800 per cent higher cost. This sounds too extraordinary. 
There have been some cases where higher amounts have been 
paid. 

In recent discussions with Economic Affairs they have indicated 
to us that even if we pay rates which are nmginally or  re- 
asonably higher. they would still prcfcr a ticd credit because 
of the overall foreign exchange position. As to what exactly 
is a reasonably higher price or marginally high price. we 
decide on the merits of each individual casc. I must men- 
tion that in our committcc Economic Atfairs is represented. 

Secondly, wc :Ire trying out a specific experiment now which, I 
think, will bring this to a very sharp focus. In the casc of 
the Tronibay V which project now going through, wc have 
issued an invitation to tender on a ,dual basis. We have asked 
the tenderers in Western Europe and America io give us two 
alternat've tenders; one based on availability of free foreign 
exchange and the other based on tied credit\ from France 
and UK. Now we are going to get these tenders opend in a 
few months' time. Normally wc give three months' time for 
bidding: they ::re fairly complicated. But this is the very 
first time, to my knowledge, that we have asked bidders to 
give alternative tenders which will throw an immediate light 
on whether the package based on tied credit is in fact sub- 
stantially higher-priced than the other. We still maintain 
with the full support of Economic Affairs that if it is marginally 
higher, we would still prefer to go in for the tied credit 
because of the country's foreign exchange position." 

2.162. The Committee desired to know whether the full implications 
of credit purchases had been examined by Government with a view to 
ensuring that the country was not a loser in the process. In a note furnish- 
ed in this connection. in consultation with the Ministry of Finance, the 
Department of Supply stated: 

"It is easier to make purchase out of free foreign exchange as the 
procedure involved is the simplest. But the resources being 
limited the Government has to  mon to purchases under c m  
&it. For any particular import the first priority is giwa 
to purchase under credit available or under Rupee Paymmt 



arrangements. In case it is not possible to adopt any of these 
two courses, Ministry of Finance sanctions funds under FFE. 
The purchase of fertilisers, voluminous astit  is, involves huge 
amounts of foreign exchange. To meet it, judicious mixture 
of credit, rupee payment arr~mgements and free foreign ex- 
change is employed, after, of course, striking a balance between 
optimum procurement and tho least strain on resources of the 
Government. 

Except in the casc of West Germany, Swedkh, IDA and USAID 
credits generally under most of the credit thc procurement is 
confined to the source country. There is no doubt that Global 
Tender under FFE may result in an advantageous purchase 
from the point of view of priccq. Ncvcrtheless, the constraint 
on its availability necessitates confining  he purchase to a single 
source and thereby utilising the credit allocation available from 
that country. Should such a eoursc not be adopted and FFE is 
made available for the plirchase the result would he non-uti- 
lisation of credits as well as straining the resotirces of the .~ 
Government. Although the credit financing may involve pay- 
ment of a slightly higher prices yet the diffzrential generally 
is marginally taking into account the terms of the credit which 
is repayable by the Government over a period of time. 

In the case of purchase of items like equipments some difference 
in price may be there depending upon source to source and 
various other reasons. On the other hand our experience re- 
veals that in case of commodities like fertilisers, foodpins ,  
news prints etc., a certain international price level is maintain- 
ed and it is a rare experience to find the price of a commodity 
in a particular country at point of time above the international 
level more than marginally. 

The rates in different countries general13 tend to conform to a level 
of ,international price prevailing at a particular period. The 
marginal variations may of course be there. Normally, the 
source of financing docs not effect the purchasc. Fortunately, 
the instances whcre the variation in p r i x  w3c not marginal 
have been very few. But when thc coft terms of the credits are 
taken into account vis-a-vis FFE. the differential is not much 
and it cannot be said to have resulted in a loss to the Govern- 
ment. Moreover, even in such cases i t  is p q ~ i b l e  that the 
price may not have been lower, had the purchase been made 
against FFE (if available) instead of credits. Government does 
b a  in mind the possible price differential in making purchases 
and where, for any reason substantial variation is found, neces- 
sary steps are always taken to ensure that we not the 
ultimate losers. 



In the case of imports from RPA, countries a position similar to 
that of imports under credits, holds good. In this case there 
is a separate trading and payment arrangements. Here also, 
whiIe there is generally a common level of prices, even if there 
is any increase in the case of one country, it gets normally 
adjusted as a result of the increase in our exports to balance 
the trade. Therefore, no ultimate loss is involved. 

AS far as para (vii) of the Audit Report is concerned it may be 
stated that it refers to purchases of NPK made in May 1972; one 
under the Canadian Credit and the other under FFE. The 
Canadian Credit is being extended to the Government of India 
on the softest terms possible and contains a grant element of 
as much as 92 per cent. Considering the terms of this credit 
and the small price differential in the subject case it cannot be 
said that we had paid a considerably higher price. In other 
words the difference in price in this instance is only apparent 
and n6t real. Moreover, it became necessary to pay higher 
prices under Canadian Credit as the Department of Agriculture 
stated that their requirements were urgent. This point was taken - note of by the FPC in thdr meeting on 9-5-1972. In this con- 
nection, an extract from the minutes of the FPC meeting 
held ai 9-5-1972 is reproduced below: 

'FA had strongly advised against purchasing the second lot of 
10,000 tonnes plus 25 per cent from MDPC/ICEC/ESSO 
for delivery in August 1972 on the ground that the price 
quwted was very high, viz. Canadian Dollars 74.75 FOB, 
which was substantially higher than their price for delivery 
in the first lot in July 1972, and the payment of such a high 
price likely to have adverse effect on future purchases. The 
representative of the Department of Agriculture, however, 
contended that the purchases were of a very urgent require- 
ment and they could not forego this purchase mereljl on 
price consideration. In that context, the Committee had 
agreed to this purchase'." 

2.163. The Committee observe that thougb the Fertllisers and Chemicals 
Ltd., Tnvaai~ore, bad intimated their reqoirements of seeding material for 
tbe yeu 1972-73 as early as on 21 July 1971 and the material was also 
required tor use doring ftre Kharif 1972 season, a demand far tbe 

pmrcbm of NN grade 15-15-15 for the poqmie had been placed only 
ldrc llyoph btcr on 14 March 1972, oniag to the "very foreign 
ex&nge sitonSioat' rt that timc and tbe consequent necessity lo give pro- 
ftrence hit  to the imp- of feditisern required by the State Govemmenbs 

&& w*.M prohetbn p o p m ~ ~ .  A. a ~ u l t  of t ids  dcky, 



qnH hm PYhg hb&er Prices for the purchase subsequen(lg & 
~ n m d  rwirement of FACT irm ''also of an urgent md p radg  
*WU'e'' in vkw of the fd0I'J"~ obligation to thR World &&, the feraiser 

also be shipped only in September 1972 (although it was in 
3me and July 19721 and could be put to use for the seeding programme 
of the factory only during the Rabi 197273 season. Since the require- 
ment of FACT had admittedly been intimated in July 1971 itsell and its 
urgency should also have been known by then,% is not c l w  to the C o w  
mittee why by proper planning this requirement could not have been hcl~rded 
in the import programme for 1970-71, when availability of fertilisers was 
comparatively easier and prices were also lower. Tbe Committee find in 
this context, from the information furnished in this regard by the Depart- 
ment of Supply that considerable quantities of NPK fertilsers bad, in fact, 
been ordered during November 1971 at prices ranging between 72.15 
dollars and 73.14 dollars (C&F) and they would, therefore, seek a more 
specific clarification in this regard. The delay of over a month ktween 
11 Febmary 1972, when the Department of Economic Affalrs informed 
the Department of Agriculture that the seeding material requirements of 
FACT should be accommodated within the foreign exchange allocations 
already made. and 14 March 1972, when the firm demand was placed on 
the Department of Supply, also needs to be explained more satisfactorily. 

2.164. This particular case also appears to indicate that h i r  prices 
bave to be paid for purchase financed out of loans as compared with the 
prices paid for purchases in free foreign exchange. Tbough tbe Department 
of Supply have informed the Committee in this connection that generaUy, 
hy and large, there was not much difference in prices between purchases 
made on credit and those in free foreign exchange, they have, bowever, 
added that while most of the credit purchases' were confined to the s o w  
country, there was no doubt that a global tender under free foreign exchauge 
might result in an advantageous purchase from the point of view of prices. 
A similar position also appears to hold good in respect of purchases of ferti- 
liser plant equipment and the Committee understand that there bave been 
some cases where higher amounts have been paid for credit parchases. It 
bas, bowever, been brought to tbe Committee's notice that even if 
which are muginally or reasonably higher have to be paid for credit pr-. 
chases, Government would still prefer purchases agd& tied credit 00 
account of the need to conserve the country's scarce foreign e~cbnngc 
m m e s  and that while Government bears in mind tBe possible me me- 
rentid in lnaltiog parchases against credit and in free fore@ excban@h 
necessary step are always taken, when for any reason sdstnntu variation 
is fomd, to mnre that the country was not a loser in tkc Process* while 
the Committee note &at assurance given hl fbk connection that decbio* 
wktbtr a pticdar purchase should be made agaiest or in 
fornip exchange was taken afkr consider in^ the merits of mcb W M b d  - 4 u t  for a e  wrcb8.0~1 of fertilisers, bvolvbg as it 



does large amom4 of fore& exchange, a "judicious mixture" of cr- 
mPee PaY'ment m m e n f s  m d  free foreign exchange was emplogcd after 
shlrina a balance between optimum procurement and the least strain om 
Government's resources, they nevertheless feel that a critical study of tlie 
entire question, in all its aspects, with particular relerence to the premnt 
comfortable position of foreign exchange rcserves so as to effect the desired 
improvemenfs should be underisken in the purchase strategy in Ihe broader 
nafional interest. The Committee would like to be informed of the action 
bkea in pursmance of this recommendatZon within three months. 

2.165. The Committee are informed that as a specific experiment 
traders for the supply of plant and equipment for the Tmnlb3y V project 
have been invited on a dual basis, one based on the svails5ility of free 
foreign exchange and the other based on tied credit4 from Kranre and UK 
which would indicate whether the package based c~a tied cwdit w i s  in 
fact substantially higher-priced than the other. They would like to be 
appfked 'of the outcome of this experiment as well as the conclusions 
drawn by Government therefrom. 

2.166. The present case of purchase of ISPK commented upon by Audit 
as well as the preceding two cases of purchase of urea and NPK also appear 
to indicate that the present system L which te~derslenquiries are floated 
periodically after every few weeks has not led to imports on an assured basis 
and at the most economic prices. The Committee need hardly point out 
that India beimg the single largest buyer of fertilisers in the World market, 
it s h o d  be possible to devise most suitable import arrangements, after 
crrteful h d y ,  which would ensure timely imports at most competitive prices 
of fertilisers of Ihe requisite quaatity and chemical propertie;. 'I'he Com- 
mittee would Mce to be informed of the action taken. 

2.167. Tbe Committee have also been informed by the Chairman of the 
Minerals and Metals Trading Corporation that there was indication of 
tremendous possibilities of imports from the East European comtrics md 
that long-term purchases could be made from them wader 5-gear trade 
pks. It should be possible to persuade producers/suppliers in thy General 
Currency Areas also to have the similar long-term arrangements in the 
interest of ensuring that imports are made on an assured basis and at the 
most competitive prices for meetinq the country's fertiliser reqr~iremcnts 
adequately and in time. 

( g )  Purcha.e by  tprlder as well US negotiatiom 

Audit paragraph 

(i) 2.168. Tenders for 0.50 lakh tonnes of di-ammoniu~n pliospl~~te 
werc invited in July 1972. The rates ofTercd were betwccn 1$ 103 50 to 
% 122.50 per tonne (c&f). In August 1972 orders were placed for 0.31 



Iakh tOnnes at the ~0west rate of $ 103.50 per tome (c&f). The Fertiliser 
P ~ c h s e  Committee decided on 17th August 1972 that negotiations should 
be conducted with other tenderers for reducing the prices for purchase d 
the b a h c e  quantity. According to the tender notice, the total qu;intity could 
be increased by 25 per cent, i.e., in all about 0.63 lakh tonl~es could be 
purchased. In other words, the maximum to bc purchased by negotiations 
was 0.3;! lakh tonnes. During negotiations in which the tenclerers were 
represented by their Indian agents, in addition to revised offers against the 
origipal quotations, some of the agents also submitted new otters. One 
firm that had not quoted against the original tender enquiry also participat- 
ed in the negotiations. During the meeting of the Fcrtiliser Purchase Corn- 
mittee held on 29th August 1972, the representative of the Department of 
Agriculture stated that it had been indicated earlier that one lakh tonnes 
should bc purchased. but the Department of Agriculture would he happy if 
further additional quantities could be purchased. After negotiations, 2.34 
Inkh tonncs more were purchased at rates between $ 105.25 10 $ 1 1  1.50 
per tonnc (c&f) as against thc maximum of 0.32 lakh tonnes w'i~lch could 
be purchased by negotiat~ons. 

[Paragraph 41 of the Report of the Comptroller and Auditor Gcneral 
of lndia for the year 1973-74, Union Government (Civil), pp. 106-107, 

case (viii)] 
A udif pcrrugrcph 

(ii) 2.:69. Tenders for di-ammonium phosphate were invited in 
January, 1973 with thc stipulation that on receipt of the offers Government 
would, if necessary, enter into negotiations. Why this stipulation was made 
is not easy to understand. Further, neither the quantity nor the period of 
Jelivcry was mentioned in thc tender. The prices quoted were cfnsidered 
to bc high. Thc Director General, India Supply Mission, Washington, 
svated (January 1973) that. since the tender had indicated the possibility of 
post-tender negotiations. the suppliers would have kept a cushion in their 
prices. Dnc oi the mc~nbers of the Fertiliser Purchase Committee stated 
before that Committec during discussions of the purchase proposal on 13th 
March, 1973 that, according to information obtained by him during his 
rxcnt visit to U.S.A., the tcnderers had kept a cushion of $ 3  to $ 4  per 
tonne in he;r quotations and that it should hc possible to get reduction to 
that extent. Agains; a tender floated by another foreign country about that 
timc (Fcbruarg 1973 ) prices qtiot~d W C ~ C  between 5 99.50 to $ 106.28 
pi.1- tonne. As a result of negotiations, contracts for 2.63 lakh tonnes 
were cxccu'xl i n  March. 1973, ;it the rates of $ 101.75 to $ 104.50 (f.0.b.) 
per tonnc with suppliers who had quokd earlier $ 102.00 to $ 109.80 
(f.0.b.) per tonne. a 

rParagraph 41 of the Report of the Comptroller and Auditar Gencrnl 
of lndia for the year 1973-74, Un'on Government (Civil), p. 107. c3.i;. (ix)! 



2.170. With reference to the' first case of purchase of di-ammonium 
phosphate in August, 1972 the Committee were informed by Audit that the 
Department of Supply had stated (January 1975) as follows: 

"As against tenders invited for 0.50 lakh tonnes in July 1972 prices 
received ranged between $ 103.50 to $122.50 per MT, W. 
Against this tender. . . . orders were placed for 0.3 1 lakh tonnes 
at the Iowest rate of $103.50 per tonne and subsequently a 
quantity of 2.50 lakh tonnes was purchased at the rates ranging 
from $ 105.45 to 11 1.50. It is correct that the tenders were 
issued for a quantity of 50,000 tonnes of di-ammonium 
phosphate and 50,000 tonnes of Ammonium phosphate with an 
option to buy an additional quantity of 25 per cent in July 1972. 
But this large quantity was brought on the basis of negotiations 
within the ceilings prescribed by the FPC. It became necssary 
to buy such a large quantity as in the meeting of the FPC held 
on 29th August. 1972, the representative of Agriculture had 
indicated the requirement of the Department of Agriculture as 
3 lakh tonnes. This purchase was even justified as the sub- 
sequent purchase was made at higher price. The industry 
knew that the Indian delegation was negotiating for the purchase 
of these items and it was difficult to imagine that any suppliers 
who had any quantity to offer would not have come forth with 
the same." 

The Department had further stated: 

"It is correct that some of the agents submitted new offers and that * one firm who had not quoted against the original tender had 
also participated in the tender. This was evidently to bring 
in larser competition. . . . It is correct that no uniform dote or 
time far submission of revised.'new offer was prescribed." 

2.171. The Committee enquired into the reasons for purchasing an 
additional quantity of 2.44 lakh tonnes when the decision taken in the 
maeting of the Feniliser Purchase Committee was only for the coverage of 
tbe balance quantity for which tenders had been called for initially. The 
Committee also desired to know the reasons for increasing the quantity during 
tbe period when the tenders were under consideration. The representative 
of the Department of Agriculture replied in evidence: 

"The Agricu1:ure Ministry had indicated its import requirements for 
Rabi 1972-73 at 4.06 lakh tonnes which amounted to 8.9 lakh 
tomes of ANP. But, because of the very tight foreign exchange 
position. only 5 million was allocated under free foreign 
exchanne for purchase of this. This was adcquate for the 



purchase of 0.50 lakh tannes. Subsequently, the Department 
of Economic Af£air,s authorised the purchase with an option to 
buy an additional quantity under free foreign exchange. So, 
the total quantity from this subsequent piece-meal allocation 
which we-could have purchased came to 2.50 lakh tonnes. So, 
this is all against the annual requirement of 8.8 lakh tonnes. 
So, at the time when the tender was opened, it was found that 
more quantity was available and for this more foreign exchange 
was made available. We should be glad to inform you that we 
would be happy if more quantity could be purchased." 

The representative of the Department of Supply stated in this context: 
"As regards the planning, she has explained what their demand was 

and how it increased. But, as far as the Purchase Committee 
is concerned, I will indicate the sequence of events. Tenders 
were invited for a quantity of 50,000 tonnes of di-ammonium 
phosphate and 50,000 tonnes of Ammonium Phosphate with an 
option to buy an additional quantiry of 25 per cent. Tenders 
were issued on 17th July, 1972 and opened on 8th August, 
1972. They were considered by the Feniliser Purchase Com- 
mittee on the 17th August, 1972. The decision was as fdows: 

'The Committee then took up for consideration the global tenders 
invited for the purchase of Ammonium Phosphate and Di- 
Ammonium Phosphate and for urea. It was pointed out by 
Shri. . . . . . . . . . that the offer for Ammonium Phophate was 
considerably higher than the offers received for DAP on the 
basis of cost per nutrient. It was, therefore. decided that 
while no A.F. should be purchased, a quantity of 100,000 
tonnes of DAP might be purchased. The lowest offers for 
DAP were from the following three firms which were 
accepted : 

Samr Quantity- FOR C&F 
Price 

1 MIS. Shaw \Vallace/Shmritt Corden-Canada . 6,000 A I o o ,  g2.w 10:3.50 

8 Mk Shrw Wallact/Cominco, Canada . 12.000 y.?'(W103'jn 

fhese offers would make up a quantity of 31,100 M.T. For the 
brJPna quantity it was decided that in addition to the above 



three suppliers, all the other suppliers may be called f o r  
negotiations and an effort made to persuade them to reduce 
the prices to the extent possible'. 

This was the decision taken, to buy 1 lakh, tonnes of DAP and, 
for that purpose, to call all the tcoderers and negotiate with them. 
Because the three lowest had alrcady accounted for 31,000 and 
odd tonnes. for the b:ll;mcc it was decided that negotiations 
should be held. This \vas the decision of '  thc Committee. 
After that, there was some noting on the filc which also 1 would 
like to rcad out. 

The Fcrtili.;:.:. Purchasc Coninlittee in its mecting on 17th August 
decided ihat all thc firms which had quoted against tenders 
should bc askcd to come for negotiations. The negotiations 
werc conducted with all the firms on 28th August. The results 
of the nugotiations werc discussed in the meeting on 29th 
August 1973 when the Comnlittec dccided that the offers 
receivcd upto the price of 11 1.50 dollars c & f should be 
accepted. 

At the same meeting of thc Committee, the representatives of the 
Department of Agriculture agreed that they would have no 
objection to the purchase of more quantities than 1 lakh tonnes 
which they had decided to purchase earlier. 

The representative of the Dqartment of Agiculture also confirmed 
that although in the tender they had asked for deliveries upto 
February 1973. they would have no objection if the deliveries 
were extended further hy 2-3 manths. 

Then, there is the list of offers received within the ccilin_e of 11 1.50 
dollars. After discussion, this was an interim sort of note put 
up to the Secretarv and seen bj the Financial Adviser." 

A note subsequently furnished in this regard b!. the D:pmtmenf of Supply 
is reproduced below: 

'Tenders were invited for purchasc of 50,000 MT of Ammoniun~ 
Phosphate and 50.00  MT of DAP. However. after opening 
of tenders, the FPC in their meeting on 17th August, 1972 had 
decided that while no Ammonium Phosphatc be purchased. a 
quantity of 100.000 tonnes of DAP might hc purchased as it 
was pointed out h! Department of .12griculturc that offer for 
Ammonium Phosphatc was considerably higher than the offers 
received for DAP on the basis of cost per nutrient. It was 
decided by the FPC that the three lowest offers for DAP for 
a total quantity of 3 1 . 1 0  MT be accepted and for thc bnlance 



q u d g  in addition to  these three suppliers, all  the other 
suppliers may be called for megotiations and an effort made 
to  persuade them to reduce the prices to the extent possible. 
The decision of the FPC to  'purchase balance quantity by 
negotiations' pertained to the balance quantity of 68,900 MT 
i.e. one lakh M T  minus 31,100 MT covered on lowest t e n d e m ,  
and not to 0.32 lakh MT. Later, at the FPC meeting held on 
29th August, 1972 (para 6) the representative of the Depart- 
ment of Agriculture stated that any additional quantity over 
one lakh MT earlier indicated by them would be welcome and 
that for this purpose deliveries could, if necessary, be extended 
beyond February 1973 which had been indicated in the tender 
notice. A requirement of 3 lakh MT w : ~ s  also mentioned, vide 
para 3 of the minutes of the FPC meeting of 29th August, 1972. 
The Department of Agriculture later. vide D.O. dated 13th 
September, 1972 indicated that they required 8 lakh MT of 
DAP to be shipped by September i973.  at the latest. Thus 
the actual requirements progressivelv increased. and the quantity 
ultimately purchased in fact fell short of the 8 h k h  MT which 
was indicated by Apiculture Department in September 1972." 

2.172. At the instance of the Committee, the Department of Supply 
haw furnished a statement showing details of the firms, quantity ordered, 
rates originally quoted, rates accepted as a result of negotiations, dates on 
which orders were placed, delivery schedule stipulated 3nd dates on which 
actual deliveries effccted (specifying the qumrity) relating to the purchase of 
di-ammonium phobphate during ,lugus!-Scptembw, 1 .  The statement 
is at Appcndis X. 

2.173. A.; rqards  contracts r.uecutr.d by negotiations for purchase d 
2.63 I:tkh ion1Ic.s of di-ammonium ph.sphatc in March. 1973 at rates 
varying hctucen 101.75 and 104.50 dollars per tnnnc ( f.0.b. ) with suppliers 
who had quotcd carlier 102.00 to 109.80 dollars per tonne (f.o.b.), the 
Departmcnt of Supply ha4 furnished a statemen; giving details of firms, 
quantity ordered from each of them. rate$ originally quvted, r.lte a c c q t d  
finally its a result of negotiations. Jatt.(s) c3n which orders were placed, 
delivery schedule stipulated :wid actual delivcrirs cffrctcii. yxcifyiny the 
quantity in respect of this purchase (Appendix XI ) .  

2.174. At the instance of the Committee, the Depnrtment of Suppiy 
furnished the relevant extracts of the minutes of thc meeting of the FPC 
held on 17th August. 1972 and 29th August I 972 relating to this purchase 
as well as  the extracts of the relevant notes in the Department's files referred 
t o  during evidence, which are reproduced in Appendix XII. The Committee 
found from the Department's Note dated 1st September 1972. that including 



the quantity of 3 1,100 tonnes ~ccepted earlier on 17th August, 1972, a total 
quantity of 1,15,100 tonnes was proposed to be purchased as a result of the 
wbstquent negotiations. A further quantity of 32,009 tonnts (15,000. 
to- at 110.24 dollars per tonne CBrF and 17,000 tonnes at 110 ddlars 
per tonne (W) had also been accepted subsequently on 2 September 1972 
as these offers were within the ceiling of 111.50 dollars per tonne CBtP 
agreed to by the Fertiliser Purchases Committee and had been received 
within the validity @od of the tender. The Committee also found from 
the information furniished separately by the Department of Supply that 
further quantities of 75,750 tonnes (at prices ranging between 106.75 to 
111.50 dollars. per tonne C&F) and 55,000 tonnes (at prices ranging 
between 110.00 to 1 1 1.50 dollars per tonne C&F) had also been ordered 
in m e m b e r  1972, to be shipped respectively during September 1972 to 
March 1973 and September 1972 to January 1973. Thus, in all a total 
quantity of 2.82 lakh tonnes of di-ammonium phosphate appears to haw 
been ordered in August-September. 1972. According to the information 
furnished to the Committee by the Department of Supply, the ruling domestic 
price of DAP in USA in March 1972 ranged between 71 and 77 dollars 
per tonne f.0.b. and was 85 dollars per tonne f.0.b. in Canada, when a 
quantity of 1,27,200 tonnes had been ordered at prices ranging between 
78.17 dollars to 85.90 dollars per tonne f.0.b. 

2.175. The Committee enquired into the reasons for entering into. 
neyptiations after the opening of tenders as. by this process, the tenderen 
would have known the rates quoted by others. The representative of the 
Department of Supply replied : 

"I would submit that conducting negotiations with all the tenderem 
for the purpose of ~ d u c i n g  the price is not altogether unusual." 

When the Committee pointed out that the tenderers were competitors to 
each other, the witness replied: 

"Yes. But that kind of negotiation is done by the DGS&D. If thejr 
find that the general level of quotation is very high, they cd' 
all the people and negotiate with them." 

2.176. Since the Fertiliser Purchase Committee had decided on 29tb 
August 1972 that offers upto $ 11 1.50 C&F shou!d be accepted, the Corn- 
miftee desired to know the basis on which this ceiling was arrived at. In & 

note, the Department of Supply stated: 
"Secretary (Supply) mcntioncd in the FPC mccting on 29th 

August 1972 that negotiations had been held with the local 
rcprexntativcs of the firms who had quoted for DAP. While 
some of them had offered intcrini reduction, most of them had 
stated that the final p i t i a n  would be intimated within the next 
day or two. The FPC after some discussion decided that of?- 



upo a d i n g  of $11 1.50 should be accepted, The figure olF 
$11 1.50 itself is not mentioned in the minutes of &he FPC, 
apparently in order to  keep it confidential. No reasons to j,usd9y 
this 'ceiling' are on record? 

2.177. Since a larger quantity than had been originally envisaged had 
been purchased through negotiations, the Committee asked whether it would 
not have been possible to obtain lower offers by calling for fresh tenders. 
In a note, the Department of Supply raplied: 

"It is observed from para 1 of the minutes of the FPC meeting held 
on 17th August 1972 that assessment of the availab'ity/price 
pattetn for fertiliirs in the international market was given 
the Secretary (Supply) as a result of Fertilisers Delegation's 
discussions in U.K., Europe and Kuwait. In this assessment, 
the Secretary mentioned fast disappearance of fertilisers i. 
general and increase in prices out of all proportions durihg 
the previous few weeks. It was presumably in this background 
that the FPC decided that negotiations should be held to wver 
the balance quantity." 

2.178. Since, in the second case of purchase (January 1973), a some 
what unusual stipulation that negotiations would be entered into, if neces- 
sary, on receipt of the offers had been included in the tender enquiry, the 
Committee enquired into the reasons therefor and desired to know who had 
taken the decision. The representative of the Department of Supply stated 
in evidence: 

"This decisions was taken in the meeting of FPC on 17th January 
1973. and 1 will read out the relevant portion: 

'As regards the purchase of DAP, Secretary read out the cable 
received from ISM, Washington in which the DG had advised 
that thc purchased of DAP should be by floating a tender. Shri 
. . . . . ... mentioned that it had come to his knowledge tbat 
some f i s  had cornered the stocks. Some firms had also 
advised him that while they would be prapared to enter into 
negotiations, they were reluctant to quote against a tender. 
Secretary (Supply) stated that he had also received overtures 
and indications had been gitcn to him that if a tender was 
Raatcd. very high pricec would k quoted. Secretary (SupjAy) 
felt that normally he would hnvc preferred to float a tender and 
then wgotiatc. In vicu'. however. of the prevailing situation. 
it was decided that instead of floating a public tender. all tbe 
firms known to 11s should hc invited to submit offers which 
could be followed by negotiations'. 



.. 2.179. The Cbmmittee desired to know by whom and at what lwd the 
dtcisim to incorporate the situation that negotiations would be entered into 
on the receipt of the offers, in the tender enquiry itself was taken. In 
reply, the Department of Supply have furnished the following note: 

"A stipulation was made in the Tender Enquiry that on receipt of 
offers the Government of India would, if necessary, enter into 
negotiations. This was done with the approval of Secretary 
(Supply) and Financial Adviser (Supp:y Wing) ." 

2.180. The Committee are surprised to note rhat son~ew hat an- 
usual procedures had bcen adopted in these two cme\ of purchase of'di- 
ammonium phosphate. While in tiic first case relating to purchases made 
during Augusl-September 1972, apart from increasing the quantity to be 
purchased from 1 lakh tonnes lo 3 lakh tonnes after the offers had been consi- 
dered and post-tender negoliations had also been con;luded, the negotia- 
tions had bcen conducted not only with fhese suppliers who had initially 
responded to the tendei enquiry hut also with Iwo dher  firms (Interore Oc- 
cidental and Mitsui/National Phospha'cs) who had not quoted against the 
original enquiry and no uniform date or t h o  for submission of revized/new 
dfers had also been prescribed. In the second case of pl~rchise (Janoary 
1973) for some inexplicable mason. an unusual stipslafinn that there would 
'be negotiations on receipt of the offers had been in-lnded in the tender en- 
quiry itself. 

2.181. Explaining the reawns for incre'wing 'hr nuantits to be pro. 
cured when the offers were under consideration. thy Department of Agri- 
culture have stated that the foreign exchange of 5 n~ill'on dollars intially 
authorised by the Department of Kconomi: Aft'airs was adequate .only 
Tar the purchase of 0.50 lakh tonnes of di-wnmuniuan phosphale and 0.50 
lakh tonnrs of ammonium p'hosphatv in r:~ipect of which t~nr!ers were invi- 
ted in July 1972 (this had becn revised Inter to 1.00 lakh tonne nf di- 
ammonium phosphate only by the Fertiliser Purchase Commilt~e on 17 
August 1972), and that whcn additional foreign exchange was authorised 
subsequently, they had informed the Fcrtiliser Purchss:.. Committee that 
lRey would have no objection if quantities in excess of 1 lakh tnnnes could 
be purchased. It, howevcr, appears from the sequcnce of events relating 
to ferbSliser purchase during 1972-73, which have been discuwd in some 
detail in the earlie* sections of this chayiter, that though (he foreign ex- 
cbaage of 5 million dollars had been authorised by fhe Deparlmcnt of Eco- 
aomic Affairs on 30 December 1971 and additional foreign e.xchanpe of 
46 d i o n  dollars and 15 million dollan had been made available respecti- 
vely on 31 l a u u a e  1972/4 February 1972 and 14 March 1972, the increa- 
sed requirements hod becn co~~nunicated o d y  on 29 Augmst 1972. It is, 
jhenkwe, not very clear to tbe Committee why procurement action could 



not have been initiated in mpec~t of the entire . quantity ol 
3 lakh tonnes earlier than July 1972. Even of some delay in 
this regard had been inescapable, at least the additional demand could have 
beon placed in July 1972 itself, if not earlier, when tenders for 0.50 Iakh 
lonnes were invited. It is abo significant in this context that in March 
1972, the ruling domestic price of di-ammonium phosphate ranged bet- 
ween 71 dollars and 77 dollars per tonne f.0.b. in USA and was 85 dollars 
per tonne f.o.b. in Canada as against the lowest offers of 92 dollars per 
tonne f.0.b. and 93.45 dollars per tonne f.0.b. obtained rc~pectivdy from 
Canadian and US suppliers in August 1972. It would, prima facie, appear 
that by better planning and market lntellignce and by more effective 
coordination befween the Department of Agriculture and Supply. it should 
havc been possible to place demands for the entire quantity ab initio and 
aiso to expedite the procurement action so as to take advantage of the 
more favourahle market conditions prsvailing earlier. Besides, in view 
of the fact that normally smaller quanti'tities command higher prices and the 
larger the quantity the more competitive the offers would be, this might 
havc also resulted in better offers than what were obtained by resorting 
to plece-meal purchases. Stressing, therefore, once against the improtance 
of proper planning of imports, the Committee would urge the Department 
of ;~gricullure to streamline the procedure in this regard. 

2.182. The Department of Supply have sought to justify the decision 
or1 hold ncgotintions with the suppliers after the opening of the, tenders 
on the ground that the adoption of such a procedure for the purpose of 
reducing: the price was not "altogether unusual" and was resorted to 
even by the Ilirectorate General of Supplies & Disposals if the general 
levol of quotation was very high. The Con~mittee are, however, unable 
to appreciate the rational for accepting: without negotiations the offer 
of 103.50 dollars per tonne (C&Fi quoted by three of the firms. which 
was also considerably higher than the prices prevailing earlier and con- 
fining the negotiations only to the balance quantity of 68,900 tonnes (1 
lak'h tonnes minus 31,100 tonnes ordered on three of the firms). If at all 
the quotations had beon considered high, the logical course would have 
been to nqotiate with all the suppliers. The reasons for accepting tbe 
subsequent oHcrs of two firms who had not responded initiall~ to the 
tender enquiw are also not easy to understand. In this connection. the 
Committee find frnm the minutes of the meeting of the Fcrtiliser Purchase 
Committee hcld on 17 August 1972 and the notes dated 1 September 1972 
in the rolcvant file of the Department of Supply that tbe post-tender ncro- 
tiations for the balance quantity of 0.69 lakh tonnes were to be hcld only with 
those suppliers who had quoted in response to the original cnquiry and 
that the offors of these two firms had not been referred to the FcrtilisefPur- 
chase Committee but had bwn approved at the level of the then Secrefar?., 
Department of Supply. 
2434 LS-14. 



2.183. In the absence of any recorded reasons, the Committee have also 
not been able to satisfy themselves about the reamnableness of the ceiling ot 
111.50 dollars per tonne (C&F) decided upon by l!he Fertiliser Purchase 
Canmittee on 29 August 1972. 

2.184. Similarly, in respect of the second case of purchase, the Com- 
mittee find that at the meeting of the Fertiliser Purchase Committee in Janu- 
ary 1973, the Secretary (Supply) read out a cable received from ISM, Wash- 
ington, in which the Director General had advised that purchase of Di-Ammo- 
nium Phosphate (DAP) should be by floating a tender. Shri Ramachandran, 
the then Ohairman, Minerals and Metals Trading Corporation, mentioned 
that it had come to his knowledge that some firms had cornered the stocks. 
Some firms had also advised him that while they would he prepared to 
enter into negotiations, they were reluctant to quote against a !tender, Serre- 
tary (Supply) had stated that he had also recoived overtures and indications 
had been given t o  him that if a tender was floated, very high prices would be 
quoted. The Committee note Lat  the Fertiliser Purchase Committee 
thereupon decided that instead of floating a public tender, all the known 
fims should be invited to submit offers which could be follow& by negotia- 
tions. To a specific enquiry of the Committee as to at what level the 
decision was taken to incorporate the stipulation that negotiations should 
be entered into on the receipt of the offers, the Department of Supply havs 
stated that-"this was done with the approval of the Secretary (Supply) and 
Financial Adviser (Supply Wing)". Even conceding that this decision was 
justified in view of the then prevailing situation, the Committee considor it 
strange that, as decided by the Secretary (Supply) Financial Adviser this 
stipulation should have. been made known to the suppliers in the tender en- 
quiry itself by the Department of Supply. Admittedly, since the tender had 
indicated the possibility of post-tender negotiations, the tenderers had kept 
a cudbion in their quotations. This is also borne out by the fact that while 
rates ranging between 102.00 dollars and 109.80 dollars per tonne (f.o.b.1 
had been quoted against this enquiry, prices ranging hetween 99.50 dollars 
and 106.28 dollars per tonne were quoted against tenders floated by another 
foreign country about that time (February 1973> 

2.185. Since the manner in which these two purchases were handled 
has given rise to serious misgivings in their mind, the Committee desire that 
Government should conduct a thorough probe into these cases with a view 
to ensuring that no mala tide intentions were involved Lessons should aka 
be drawn for the fufure and necessary improvements brought about in the 
purchase strategies and procedures. 

A udit paragraph 
2.186. After negotiations with only one foreign supplier, in April 1973 

a contract for supply of 5,000 Lonncs of sulphate of potash (SOP) rcquircd 



for tobacco crops was placed on that supplier for supply from foreign coun- 
try 'A'. Published statistics show that upto 1966-67 this fertiliser had been 
purchased from four other foreign countries including country 'B'. There- 
after, during 1969-70 and 1970-7 1, this fertiliser was purchased from coun- 
try 'B' only. Thereafter purchase was made from country 'A' in 1973 as 
mentioned above. The purchase in 1973 was in free foreign exchange. 
Time available was also sufficient, as the tobacco season for which this 
fertiliser was required was to begin in September-October 1973. The stock 
position also was comfortable, as the stock in hand at the end of 1972-73 
was 7,633 tonnes as against the average annual distribution of 6,716 tonnes 
during the preceding three years (only 3,737 tonnes in 1972-73). Thus, 
instead of purchase after negotiations with only one supplier, tenders could 
have been called and competitive rates obtained. 

2.187. Department of Supply has stated (January 1975) that the pro- 
ducers of countries 'A' and 'B' are represented by a certain firm to whom 
reference is made for quotations. 

[Paragraph 41 of the Report of the Comptroller and Auditor General of 
India for the year 1973-74, Union Government (Civil), pp. 107-108, 
(x) I 
2.188. With reference to the Audit paragraph, the Department of 

Supply was understood to have informed Audit (January 1975) as  follows: 

"The two main producers are France and Germany. Both these coun- 
tries are represented by Mjs. Potash Fertilisers to whom reier- 
ence is made for quotations. IVhen they quote from only one 
country, it is implied that other country has no material to offer. 
It was only in this background that only one offer was received 
and an order was placed on it accordingly". 

The Department had. in April 1975. further stated: 

"If an offer of S.O.P. from one country is submitted by Indian Agent 
(M's. Potash Fcrtilisers have got .a branch in Bombay), it is 
presumed that the other country has no material to offer, In 
view of this, the observation of Audit that in order to obtain 
competitive prices. tenders could have been called in this case 
does not appear to be sound." 

2.189. The Committee enquired into the reasons for the Department 
of Supply issuing a single tender enquiry when Sulphate of Potash was avail- 
aMc with other countries also and purchases had also been made from other 
countries in the past. In a notc, the Department replied: 

"According to the information available with this Department. Sul- 
phate of Pohsh was availahlc in Europe from France. Germany, 



Belgium and Italy. There was only one selling agent for all the 
four manufacturers i.e., Mls. Potash Fertiliser Ltd., London 
who had a branch office in Bombay under the same name. SOP 
mined in France was processed in Belgium and it could be sold 
against the French Credit and negotiations applied automatical- 
ly to the Belgian product. Italian Sulphate of Potash mined in 
the Province of Sicily used to be cxported through MIS. Seifa, 
Italy whose agents were Potash Fertilisers Ltd., London. 

I t  will be seen from the above that advertised tender enquiry for 
Sulphate of Potash would not have yielded any bcttcr results." 

2.190. The Committee desired to know the reason for rcsorting to 
single tender purchase when the time available for purchase was sufficient and 
the stock position was also comfortable. The representative of the Depart- 
ment of Agriculture stated in evidence: 

"Sulphate of potash is a particular production which is required only 
for one crop in one area in the country, i.e. Virginia Tobacco 
grown in Andhra Pradesh. We estimated our requirements. 
The annual distribution was about 7,000 tonncs during 
the prcccding three years, but as this Virginia tobacco was 
going out, we wanted about 10.000 tonnes. Of course, in 
October we had 7,623 tonnes, but we wanted another four or 
five thousand tonnes. This was a particular product required 
for curing." 

2.191. When asked why special concern had been exprcsscd over to- 
bacco, which was, in any casc. a non-fwd item, the witness replied: 

"Because it is an export item." 

She added: 

"This was a foreign-exchange earner: i.e., Virginia tobacco, for 
which this was required." 

2.192. The Committee note that though the purchase of sulp'hate of 
potash required for use in the tobacco season commencing in September- 
October 1973 was to be made in free foreign exchange and there was also 
adequate time for making the purchase with the stock position being com- 
fortable, a contract for 5,000 tonnes had been placed after negotiations with 
only one foreign supplier, instead of obtaining competitive rates through 
tenders. It has, 'however, been contended by tbe Department of Supply 
that am advertised tender enquiry would not have yielded any better re- 
sults in view of the fact that all the four manufacturers of sulphate of p- 
tash in Europe (located in France, Germany, Belgium and Jtaly) were re- 



presented by one single s e h g  agent (Potash Fertllisers Ltd., London) d 
that if an offer of the fertilier from one of the countries wm submitted by 
the agent, the presumption was that the otha coun65es did not 'have any 
materiel to offer. Such a presumption without actually testing the market 
or verifying the actual position does not appear to be prudent and the Com- 
mittee would, therefore, like to know whether in fact any independent en- 
quiry in this regard was made by the Department of Supply through #he 
Indian Missions abroad or from the producers themselves and if so what 
was the response thereto. 

2.193. Since the selling agent appears to have a complete mono- 
poly of sales of sulphate of potash and could, therefore, dictate hi own 
terms and conditions, the Committee see no reason why Government can- 
not deal directly wilh the producers thus eliminating the middleman ageat 
and ensure better terms, as has already been recommended by the Com- 
mittee in paragraphs 1.60 and 1.61 of their 160th Report (Fifth Lok Sabha). 
Now that all imports of fertilisers, both from Rupee Payment and General 
Currency Areas, have been entrusted to the Minerals and Metals Trading 
Corporation. the Committee would like concrete s tep to be taken in this 
regard. Besides. with a view to redncing our dependence on imporrs of 
potassic fertilisers, efforts should also be directed towards finding newer 
methods of potadh recovery from all available sources within the country 

( i )  Purchase of Anlnzonium sulphate. 
A udit Paruxraph. 

2.194. Certain offcrs for supply of ammonium sulphate were received 
by the Department of Supply in the later half of 1972 and the first half 
of 1973. No tenders had been invited from them and the offers were al- 
lowed to lapse. Subsequently, on 18th July 1973, it was decided to nego- 
tiate with those of the suppliers who had offered delivery during 1973. 
Thcir reprcscntatives were accordingly called on 19th July, 1973 for 
ascertaining the awilability and prices. As against 14 offers covering 
about 7 lakh tonnes receivcd originally (out of which 8 offers covering 
about 2.6 lakh tonnes were for delivery during 1973), only the following 
four otlers were received on that occasion: 

Country of origin 'I'onnes oared  Rate per tonne 

'Q' O f f r r  Xo. 2 . . to,ooo (bu lk )  $6 j.8o approxi~natcly  
i c a q  



2.195. It was decided in July 1973 to accept the offer of 'P' and the 
second offer of 'Q'. One of the earlier otters that had been allowed to 
lapse was for 50,000 tonnes (bulk) at the price of approximately 3 32.33 
(f.0.b.) valid upto 10th April 1973. Had 40,000 tonnes ordered on 'P' 
and 'Q' (against the second offer) in July 1973 been purchased against 
this earlier offer, there would have been saving of about $ 3.27 lakhs (Rs. 
24.5 lakhs approximately). 

[Paragraph 41 of the Report of the Comptrcvller and Auditor General of 
India for the year 1973-74, Union Government (Civil), p. 108, case (xi)] 

2.196. The Committee learnt from Audit that the position in regard 
to the purchase of dilute fertilisers in 1972 and 1973 had been explained 
as follows by the Department of Agriculture, in February 1975: 

"The policy of this Department has been to avoid the Import or 
dilute fertiliser as b r  as possible. However, there has been 
constraints which necessitated the import of dilute fertilisers 
in the past. Some times dilute fertilisers are offered against 
gifts or credits. Such offers have had to be accepted owmg 
to the very tight foreign exchange position. During the year 
1973-74, there was a world-wide shortage of fertiliser. 
Efforts were made to import as much of the fertiliser as pos- 
sible in the form of concentrated fertilisers. There were also 
shortfalls in imports from Rupee Payment Areas. The sh ip  
ment schedules were also not adhered to in some cases. As 
a result, it became necessary to import dilute fertilisers, to 
an extent greater than that envisaged orginally. It may also 
be mentioned that the import of fertilisers were dependent 
upon the availability of foreign exchange, which is released 1n 
instalment from time to time." 

2.197. In regard to this specific case commented upon by Audit, the 
Department of Supply had stated (April 1975) as follows: 

'The facts stated by the Audit are correct. In this case it is a 
fact that the suppliers who offered ammonium sulphate origi- 
nally were asked a number of times to extend their offers. 
Many suppliers refused to extend their offer finally after they 
have done so once or twice. The basic issue involved here is 
as to why the material was not purchased against the offers. 
In this connection, this Department have following comments 
to oiTer: . 

'A meeting of the Committee of Economic Secretaries was held 
on 4th January 1973 in which it was decided that suit- 



able varieties of dilute fertilisers could de imported, if neces- 
sarily, within the allocation of funds already made avail- 
able by the Department of Economic Affairs. But by that 
time all the funds made avahble had been utilised for the 
import of higher content fertilisers. Therefore, the ques- 
tion of importing any dilute fertilisers did not arise even 
when the requirements of the Department of Agriculture 
could not be fully met. 

However, a number of offers for th esupply of Ammonium Sulphate 
and CAN had been received and the Department of Agriculture 
were therefore requested to examine whether they were 
interested in the import of any quantity of these fertilisers to 
made up the short-Pdll in the import of N. Against this back- 
ground the Department of Agriculture took up the matter with 
the Cabinet Secretariat and a meeting was held on 9th May 1973 
with them. The intention of the Department of Agriculture was 
that in order to meet the requirements additional funds should 
be made available for the purchase of dilute fertilisers like am- 
monium sulphate, CAN etc. In the minutes of the meeting of 
the Committee of Secretaries held on 9-5-1973 it has been 
recorded that additional requirements for Rabi 1973-74 should 
be clubbcd together with the allocation for Kharif 1974 so that 
there could be greater scope for manoeuvcreability in arranging 
thc purchases as also the delivery schedule. This Department 
took this to mean that the allocation of funds to be made by 
the EAD for the procurement of fertilisers for 1974 would 
include a cushion for the procurement of certain quantities of 
dilute fertilisers to be delivered during 1973. In view of this 
decision the question of considering the offers already received 
for Ammonium Sulphate and CAN etc. did not arise. Thus 
it will be clear that the offers already received by this Depart- 
ment could not be considered as the necessary funds required 
for the purchase of fertilisers (dilute) had not been made avail- 
able. In view of this it cannot be said that any offer was 
allowed to lapse by this Department. On the contrary this 
Department tried its level best to persuade the supplier to keep 
their offer open for as much period as possible, so that neces- 
sary action regarding their acceptance could be taken in case 
necessary funds were made available to this Department for the 
purchase of dilute fertilisers." 

2.198. The Committee desired to know the circumstances in which it 
had not been possible to arrive at an earlier decision in regard td tha pur- 
chase of dilute fertilisers keeping in view the world market conditions. In 



a note, the Department of Supply stated as follows: 

"lt is correct that ccrtain offcrs for supplies of Ammonium Sulphate 
wcrc received in this Department in the later half of 1972 and 
1st half of 1973. At the time this Department received these 
offers no funds were available for purchase of dilute fcrtilisers. 
However, this Department tried its best to pessuadc the suppliers 
to kcep their offcrs opcn till such time as funds could be 111i1dc 
available. Many suppliers extended their oll'ers two or thrcc 
times but refused Surthcr extensio~~ after that. From tlic note 
datcd 27-3-1973 of Sri. . . . it is obscrvcd $46.795 niillion 
were availablc with us and it was not known as to what aniount 
had been utiliscd by the Delegation for purchase of DAP and 
TSP. In his note dated 38-3-1973 Shri . . . .Secretary (Sup- 
ply) stated that 'At present no funds arc availablc for the 
purchasc of dilute fertilisers. sincc the cntirc unspen: amount 
was utiliscd by us for the purchasc of D.4P'. 

On 15-1-1 973, thc balance of allocation for purchase of fcrtilisers 
was $ 63.58 million undcr FFIi and $ 8.5 miilion crcrlit from 
Japan, Italy. Belgium. Upto 2X-2- 1973, this 1)cp:wtmcnt placed 
contracts for S 17.785 million undcr 1:I:E and S S.5 nlillion 
undcr credit. Therefore, balance FI-E on 98-2-1973 came to 
S 36.795 million. Hetwcen 17-3-1973 and 213-3-1 97.3, the 
Dclqation finalised purch:lscs of' 260,000 MT of I>AP from 
USA and 50,000 M T  urca from Kuwait and 10.000 M T  u r c ~  
from Saudi Arbia. The totid value of the purchases nindc by 
Delegation was S 45.49 million. Thus the balance FFE lclt afler 
the delegation came back was only S 1.305 million. which 
evidently kcpt for miscellaneous ndjustnicnts. 

FPC considered the various offers and decided that suppliers be 
asked to extend their offers as it would take some time to dc- 
cide. Meanwhile, Agriculture Dcpartmcnt had to proccw thc 
case for allocation o f  funds for purchase of dilute fcr~iliscn. 

On 27-4-1977, Secretary (Supply) wrote a d.0. letter rcqucsting 
Secretary (Agriculture) to a r r ang  rillocation of funds for pur- 
chase of dilute fcrtilisers, and also to indicate the quantity of 



Ammonium Sulphate required. In d.0. dated 24-5-1973, Secre- 
tary (Supply) wrote to Secretary (EAD) that this Department 
had received a number of offers of ammonium sulphate and 
CAN but could not consider these offers as there was no allo- 
cation of funds. Some of these offers had already lapsed. 
D.O. dated 2 1 - 6 1  973 received from Director ( AC), Depart- 
ment of Economic Affairs, Ministry of Finance revealed that 
Finance Minister had agreed that from 1973-74 allocdtion or 
$ 280.45 million, $ 15 million could be utilised for the import 
of dilute fertiliscrs. 

Aftcr getting this inforn~ation, the suppliers' representatives were 
called for negotiations on 19th July. 1973. A decision to pur- 
chase dilute fertilisers totalling 30,000 MT from Italy and 
10,000 M'T from Kuwait was taken on 20-7-1973". 

2.199. The Committee regret to note that purchases could not be made 
against certain attractive offers for tbe supply of ammonium sulpbate 
received in the later balf of 1972 and the first half of 1973 mainly on 
account of paucity of foreign exchange at the relevant time, and that when 
pttrchases were subsequently made possible on release of additional 
foreign exchange by the Department of Economic Affairs in June, 1973, 
only lcsser quantities at considcrablp higher prices could be procured. 
Though it has been contended by the Department of Supply that the offers 
earlier received by them could not be considered as the necessary funds 
recpired for the purchase of dilute fertilisers like ammonium sulphate, 
CAN. etc. had not been made available. the Committee find that some 
concrete steps to press for the allocation of additional funds had been 
taken by the Department of Agriculture only on 9 May. 1973 when this 
question was taken up witb the Cabinet Secretariat in spite of the fact 
that the decision to import suitable verietiw of dilute fertilisers to meet 
the shortfalls in the procurement of higher analysis nitrogenous fertibers 
by the Minerals and Metals Trading Corporation had been taken by the 
Committee of Economic Secretaries on 4 January, itself. That the 
imports from East European countries would be far less than estimated 
earlier had also become evident as early as in June, 1972 itself. Besides. 
as bas also been pointed out earlier in paragraph 2.142. it should bave 
I,cen possible to anticipate the shortage of fertilisers in the international 
market and take timely remedial mtasores. It is unfortunate that proper 
advantage was not taken of the offers received and espeditiolls action 
taken to process the case for allocation of additional funds for the par- 
chase of dilute fertilise~. NOW tbat the procedures for the allocation of 
fore ip  excbaage for imports of fertilisers are stated to have been stre-- 



lined, (k Committee expect that purchases from abroad would be plan- 
ned properly keeping in view tPe world market coaditions and instances 
such as have been highlighted by Audit would not recur. 

( j )  Purchase of Dilute Fertilisers 

Audit Paragraph 

2.200. Government of India has been reluctant to import dilute 
fertilisers like calcium ammonium nitrate and ammonium sulphate on the 
ground that the cost of such fertilisers per unit of plant nutrient is higher 
than that of wea, which is a concentrated fertiliser. According to the 
assessment of the Ministry of Agriculture, in terms of nitrogen these dilute 
fertilisers cost about 25 per cent inore than urea. Moreover, in view 
of the lesser bulk because of its concentrated nature, use of urea in lieu 
of calcium ammonium nitrate or ammonium sulphate entails lesser 
expenditure on handling, transport, storage, etc. 

2.201. On a number of occasions since 1970 Government has reite- 
rated that use of calcium ammonium nitrate should be discouraged and 
it should be substituted by urea. Nevertheless, imports of calcium ammo- 
nium nitrate progressively increased upto 1972-73 and only in the next 
year there was a sharp decline as will be seen from the following tablc: 
-- -- ............................. -- ... -.-.-....... .- 

YCY 'I'onr~cs 
inlportrd 

. . . . . . . . .  .... 

- - - -- - - - -- - - - - - - - - - - 
2.202. Quantities of calcium ammonium nitrate reccivcd as gift, and 

purchased against free foreign exchange and credits during 1969-70 to 
1973-74 were as follows: 

(Lakh tonrtes) __  -_ __ __ -_ _ _ - - -  - - - -  - .  

Free foreign 
Year Gift exchange Credit Tntal 



2.203. The prinicipal reason for continuance 01 import of calcium 
ammonium nitrate, it has been stated, is the Indian faker's preference 
for it. 

2.204. When the matter was discussed in the meeting of the Committee 
of Economic Secretaries in December, 1971, it was stated on behalf of 
the Department of Agriculture that import of this fertiliser would be com- 
pletely phased out in the next five or six years, but in the intervening 
poriod there was no escape from imports so that together with indigenous 
production the consumer preference could be matched. 

2.205. A foreign comn~ercial concern, which is a combine of most of 
the major West European producers of nitrogenous fertilisers, had done 
over the ycars considerable work in India for pron~oting use of this fer- 
tiliser by Indian farmers. Ultimately, under directions of Government of 
India thc foreign commercial concern stopped its promotional work in 
lndia in 1972. Whether adequate efforts are being made by Governments 
in lndia to wean farmers away from use of this fertiliser merits considera- 
tion. 

[Paragraph 41 of the Report of the Comptroller and Auditor General 
of Lndia for the year 1973-74, Union Government (Civil), pp. 11 1-1123 

2.206. The Committee were informed by Audit that with reference 
to this Audit comment, the Department of Agriculture had stated (Feb- 
ruary, 1975) as follows: 

"The entire import of Calcium ammonium nitrate during the 
period 1969-70 to 1971-72 was against gifts and credits. 
During the year 1972-73. . .there was an acute shortage of 
fertilisa all over the world. As a result, it became necessary 
to import Calcium Ammonium Nitrate when no other suit- 
able nitrogenous fertiliser was available to bridge the gap in 
the availability of CAN. Even now, efforts are being made 
to keep the import of CA.N as low as possible." 

2.207. According to the Department of Supply, the following quantities 
of CAN were contracted for during 1974-75 and 1975-76: 

(In lalih tonna) 

Year 
Frre Credit Cifrs Total 
Foreign including 
Exchange RPA 



2.208. As regard the consumer preference for CAN, the Committee 
were given to understand that the Department of Agriculture had informed 
(February, 1975) Audit as follows: 

"As regards the consumer preference for Calcium Ammonium 
Nitrate this has not been merely due to the promotional work 
done by a European concern (The reference is presumably 
to MIS. Nitrex). Calcium Ammonium Nitrate is being pro- 
duced by the Nangal Fertiliser Factory, the only unit in 
Punjab State manufacturing fertilisers. Calcium Ammonium 
Nitrate is also being produced by the fertiliser factory of Hin- 
dustan Steel factory at Rourkela. The production figures of 
these two factories during the period from 1969-70 to 1972-73 
are given below: 

Production (actual of Calcium Ammonium Nitrate). 

The indigenous production of Calcium Ammonium Nitrate has 
also resulted in a definite consumer preference for this 
fertiliser. However, efforts are being made to substitute the 
import of this fsrtiliser by that of more concentrated nitro- 
genous fertilisers as far as possible." 

2.209. The following table, furnished at the Committee's instance by 
the Department of Agriculture indicates the domestic production of CAN 
at Nan@ and Rourkela in 1973-74 and 1974-75: 

. ~. . 

Year Plommtic 
production 

( I n  lath ~(vtncs! 



2.210. The Committee enquired into the reasons for purchasing CAN 
during the period from 1969-70 to 1975-76, if Government's intention 
was to discourage its use. In a note, the Department of Agriculture 
replied: 

"During 1969-70 to 1972-73 the entire import of CAN was 
against gifts and credits including rupee payment areas on 
the terms of the bilateral trade agreements with the countries 
in the Rupee Payment Area. During 1973-74, 3 very nominal 
quantity of 0.10 lakh tonnes of CAN was purchased under 
Free Foreign Exchange as there was an acute shortage of 
fertilisers all over the world and as it was not possible to 
import adequate quantities of urea. It, therefore, became 
necessary to import CAN when no other suitable high ana- 
lysis nitrogenous fertiliser was available to bridge the gap 
in the availability of N. In the circumstances, a decision 
was taken that limited import of dilute fertilisers could be 
considered if available at reasonable rates so that agricultural 
production in the country did not suffer for want of fertilisers." 

2.211. The Committee desired to know the steps. if any, taken by 
Government to wean away the farmers from the use of dilute fertilisers. 
In 3 note,* the Department of Agriculture stated: 

"While deciding the future product pattern. the production of 
high analysis fertilisers likc urea and NP/NPI< complex 
fertilisers has all along been recommended by this Ministry 
for any new plant proposed to be set up. Since the introduc- 
tion of high yielding varieties which lead to an increase in 
fertiliser consumption, the State Government have been 
advised to use higher analysis fertiliser like urea and NP/ 
NPK fertilisers. They have been specifically advised to do 
away with the use of dilute fertilisers like ammonium sulphate 
and CAN. Extension agencies have, in the pas!, becn advised 
to advocate the use of urea. promote the balanced use of 
nutrients through the use of NPK complex fmilisers. In 
the Zonal Conferences the State Governments have been 
advised to use high analysir fertilisers like urea and NP/ 
NPK fertilisers. 

Promoters of the use of dilute fcrtilisers likc CAN were asked to 
stop demonstrations to promote use of CAN They were 
also asked to stop the mention of C.4N and ammonium 
sulphatc in their extension literaturc and other kinds of 
exposures. They were asked to carry out dcmonstrations 



with the balanced use fertilisers and including urea a high 
analysis fertilisers as a source of nitrogen in their demonstra- 
tion programme. Even tea plantations which prefer acid 
mating fertiliser like ammonium sulphate, have been advised 
to take to the use of urea in the3 p!antation. States growing 
mulburry crops which prefer use of CA.N, have also in the 
past been advised to 1n3e urea in place of CAN and take to 
liming where lime is required." 

2.212. The Committee note that though Government had been reluc- 
tant to import dilute fertilisers like calciuan ammonium nitrate and ammonium 
sulphate on the p u n d  that the cost of such fertilisers per unit of plant 
nutrient was higher than that of urea (which is a concentrated fertiliser) 
and had also reiterated, on a number of occasions since 1970, that the 
use of calcium ammonium nitrate should be discouraged and substituted 
by urea. considerable quantities (17.44 lakh tonnes) of calcium ammonium 
nitrate had been imported during the period 1969-70 to 1975-76. I t  
has been stated by the Department of Agriculture that while the entire 
imports during the period from 1969-70 to 1972-73 were against gifts 
and credits (including purcham against credit from Rupee Payment Areas 
in terms of bilateral trade agreements), imports against free foreign 
exchange had to be resorted to in the subsequent periods on account of 
acute shortage and non-availability of ofher high analysis nitrogenous 
fertlisers all over the world and that efforts were being made to keep the 
imports of CAN as low as possible. Now that the availability of fertilisers 
in (he international market bas improved considerably and other measures 
like lumpsum release of foreign exchange, building up of buffer stocks, 
etc. have been taken to ensure better planning of purchases fmm abroad, 
tbe Committee trust that the need for distress purchases of calcium 
ammonium nitrate would be altogether eliminated. 

2.213. L this connection, the Committoe find thaf of the total quantity 
of 17.44 lakh tonnes of calcium ammonium nitrate imported during this 
period, only 1.24 lakh tonnes had been received as gifts and 1.94 lakh 
fonnes purchased in free foreign exchange and that bulk of the imports 
(14.26 lakb tonnes) were against credit. The Commitee are doubtf~~l 
whether it was advisable to have utilised the scarce credit facilities made 
available by foreign governments for the purpose of low analysis fertili- 
sers at higher prices, in terms of nitrogen, particdarly till 1972-73 when 
other varieties of high analysis fertiliqer:, were easily available. While 
they would like to know the reasons tberefor, they would also urge COV- 
ernment to ensme that as far as possible only high analysis fertiliscrs 
are purchased against credit. 

2.214. Anofher reason for the continued imports of calcium ammonium 
n 'b ie  is stated to be the Indian farmer's preference for it and it appear9 

' -  



that the promotional work done in tbis field by an European concern has 
contributed in no small measure to this situation. Whlle the Committee 
note t h t  tbe foreign concern has now stopped its promotional work and 
a number of steps bave also been taken to wean away farmers from the 
use of dilute fertilisers, tbey are of the view that a lot more still needs 
to be dane in this regard. They would like Go,vemment to review urgently 
lbe adequacy of the steps so far taken in this direction and take necessary 
remedial measures. Greater emphasis should also be laid on the educa- 
tional ngpects in various promotional programmes for the uct! of high 
analysis fertilisers and concrete steps taken to strengthen the extension 
wrvicm in the villages so that information in regard to the proper use of 
fertiliser can be disseminated over a wider front than at present. 

TI. CONTRACTS 

2.215. A test chcck of 186 contracts (placed abroad from 1971 to  
1973) disclosed the following: 

( i )  Out of thc total of 39.70 lakh tonnes (against which the actual 
shipment was 38.10 lakh tonnes) only 15.82 lakh tonnes, 
representing about 40.73 per cent of the total, was shipped 
within the stipulated period. Thc extent of &lay in shipment 
of the rest was as follows. 

I .akh Petcen- 
tonnrs tagc of 

the total 

l3rvond ? month r~pto fi months . r.75 4 - 6 0  

(ti) Despite the loss or inconvenience owing to delay in shipn~ents. 
no liquidated damages or pcnaltv have becn levied in any 
case even where delay was attributable to suppliers. The 
contractual provisions for imposition of liquidated damages 
or penalty for non-adherence to the delivery schedulc are as 
follows: 

(a) The fertiliser contracts execlrted hy the Director General of 
Supplies and Dkposals are governed by the General 



Conditions of Contract which provide for levy of liquidated 
damages for late delivery, apart from penal provisions for 
any breach of contract. 

(b) The contracts executed by the Director General, India Supply 
Mission, London, stipulate levy of liquidated ciamagcs for 
delay in delivery in addition to. and distinct from, any 
other remedy for breach of contract. 

(c) No provision for levy of liquidated damages or penalty for 
late dclivery exists in thc contracts c.xecuted by the Director 
General, India Supply Mission. Was!iington. who purchascs 
more than 40 per cent of the total purchascs of fertilisers 
from abroad. 

2.216. While clause 10  of the conditions of the contracts exccutcd by 
the Director General, India Supply Mission, Washington, relates to late 
delivery and provides that claims for extension of time on account ot 
"force majeure" shall be granted thrrc is no nlention about the renicdy 
available t o  the purchaser in cases extension of time is grantcd f o r  reasons 
other than "force majeure". Furthcr, thc expression. "forcc majeurc" 
has not been precisely defined or delirnitcd hv setting forth thc pnrtlcular 
eventualities that would constitute it. Tn.0 instances in which the suppliers 
could take advantage of this are given bclon.. 

2.21:. In respect of a contract cxccutcd in April. 1973 for 35.000 
tonnes d di-ammonium phosphate (against which only 8.8% tonnes, 
wcre supplied within thc contractual pcriod ;ind the h:~lancc was delaycd 
by periods ranging from 1 1  da\,s to 3 ~nonths and X cl;r!.s). thc supplicr 
invoked "force majeure" on account of n htcakdown in th:. manlifacturer's 
plant and also silting of Missisippi river. The Ministry ot' Law and 
Justice considered (Scptcmbcr. Jc)73) that t h e  rcasons could not be 
construed 3s falling within thc purv i c~ ,  of thc "force mi~jcurc" clause. 
The Legal Adviser of  the India Supply Mission. Washin~ton. howcver, 
:idvised (December, 1973 ) that whcncver "force rnsjcur-c" is not defincd, 
it mav imply h a t  the situations covered would be thos: which in fact 
constitute acts of God and was of the view that incidents likc silting of 
rivers due to flood or accident at the plants would cclnstitutc such acts. 

2.21 3. In respect of contract\ ( March. 197 1 , for 60.500 tonncs of 
di-ammonium phosphate, only 8,845 tonncs wcrc shippcJ within the 
stipulated time. The supplier invoked "forcc m;~jeurc" clause of the 
contracts on the ground of :I hricf rail strikc. Thc I,cpd Adviscr t o  thc 
India Supply Mission, Washington, was of the opinion that ''force 
majeure" as used in clause 10 of the conditions of contract did not 

strikes and, thug, extension of time was not contrncti~nlly admissible. 



3. .  . , I  
2219. T& Dopmwa of $uFP& atatqd (tTanp,qq, ~ 9 7 5 )  t h ~  if liqui- 

dated damages are levied, the supplies may get divefted gnQ the suppliers 
lgay keep a cushion' in their prices and that in case there is delay in 
chartering vessels and conducting inspections, the suppliers may demand 
storage charges. The Department of Supply further stated (January, 1975) 
that the matter was reviewed-by the Fertiliser Purchase Committee on 
14th November, 1974 and it was decided by that Committee not to levy 
liquidated damages. 
paragraph 41 of the Report of the Comptroller and Auditor General of 
India for the year 1973-74, Union Government (Civil), pp. 108-1101 

2.220. The Committee desired to know the reasons for not providing 
for the levy of liquidated damages in the contracts executed by the 
Dirwtar General, India Supply Mission, Washington. The Dewwen t  
af Supply informed the Committee, in a note, that the ISM, W~~ 
atarted hcorporating a clause regarding liquidated damages Iry an 
Appendix to the contracts for fertilisers with effect from 24 haaK:h, 1972. 
The revised Special Conditions of Contract provide as follows: 

"In the event of failure of delivery any of the material/equipment 
within the time specified for delivery, it is agreed that the 
purchaser reserves the option. 

(a) To recover as liquidated damages and not by way of penalty 
for the period after .this material/equipment was due until 
actual delivery or until the purchaser secures the material/ 
equipment from others, a sum equivalent to 2% of the 
contract value of the undelivered materialjequipment for 
each month, or part of month's delay. 

@) To purchase elsewhere, without notice to the contractor on 
the account and at the risk of B e  contractor the plant and/ 
or stores not delivered or others of a similar description 
(where others exactly complying with the particulars are 
not, in the opinion of the purchaser, readily procurable, 
such option being final) without cancelling the contract in 
respect of the consignment(s) not yet due for delivery; or 

(c) to cancel the contract or a portion thereof and, if so desired, 
to purchase the plant and/or stores at the risk and cost of 
the contractor." 

"Extract from India Supp1.v Missim, Washing~on Conditbns of Contract 
(ISM 826. Rev/70). . * * ** 

10. DELAYED DELIVERIES: Subject to the operation of 'FOX@ 
Majeure' time is of the -ace. Claims for extenskm3 d 
time on accornrt of 'Force Majcme' shaU be vtd *t 

2434 LS--14. 



only to the prompt notification to India Supply Mission of 
the particulars thereof and the furnishing to India Supply 
Mission if required; of reasonable supporting evidence. Any 
waiver of time in respect of partial instalments shall not be 
deemed to be a waiver of time in respect of remaining 
deliveries. 

lO(A). 'Provided that where supplies are made within 21 days of 
the cohtracted original delivery period, ISM'S freight forwar- 
ders, or the Inspecting Agency where so specified, may accept 
the stores for shiprnent/inspection, unless it i s  stipulated jn 
the relevant contract that such grace period shall not be 
applicable to the contract'." 

2.221. When asked whether it would not he advisable, in respect of 
levy of liquidated damages, to judge each case on its merits instead of 
taking a general decision not to levy any liquidated damages, the Depart- 
ment of Supply, in a note, replied: 

"The question of levy of liquidated damages against fertiliser con- 
tracts has been considered by the FPC a number of times. In 
the meeting of FPC held on 29-1-1975, the consensus was 
that liquidated damages should not ordinarily be levied in 
contracts of fertilisers but the clause regarding liquidater 
damages should be allowed to stand in the contracts as it 
would serve as a deterrent to the suppliers against their wilful 
and unnecessary delays. Again in the meeting of FTC held on 
30171 1975, the matter was discussed and it was decided that 
guidelines be issued to ISM. London and Washington sugges- 
ting waiver of liquidated damages unless they were convinced 
in any particular case that the delay in the completion of the 
contract was wilful." 

2.222. The Committee asked whether it was not truc that higher 
prices were often agreed to for quicker delivery and. if this was the case. 
whether delays in delivery did not frustrate the very purpose. conferring 
undue advantage on the suppliers. In a note, the Department of Supply 
stated: 

"There were not many cases in which higher prices were paid in 
consideration of quicker delivery." 

2.223. The Department of Supply, according to the Audit paragraph, 
had stated (January, 1975) that the Fertiliser Purchase Committee had 
decided, on 14 November 1974, not to levy liquidated damages. The 
Committee enquired into the grounds on which this decision had been 



m, in reply to which the Department of Supply furnished to tbs; Cum- 
mi#sc an extract from the minutes of thw'imeting of the P u t o h  Com- 
mittee, whia is reproduced below: 

"In the fcrtiliser contracts, Audit has been raising queries as to 
whether any liquidated damages were being levied and if not, 
why? The present cases under consideration were for ANP 
under ISM, London contract No. M. 16464 and M. 16471. 
Since Audit has been raising this in other cases also, the 
matter was taken as general issue in the FPC. Since clause 
for liquidated damages are generally incorporated in the 
contracts as the matter of safety and since the Ministry of 
Shipping & Transport is also practically responsible in 
shipment arrangements no liquidated damages is being re- 
covered. It was proposed to give the reply to Audit on the 
above lines. FPC approved the same." 

'The Department of Supply added: 

"No further grounds for the decision are on record. However, it 
is relevant to point out that, so long as there was a 'Sellers' 
Market' for fertilisers, it might- have been embanassitlg for 
us to raise any question of liquidated damages." 

2.224 Explaining, during evidence, th> legal position in regard to 
'"force majeure", the representative of the Ministry of Law ~tated: 

"Force Majeure" is any incident due to act of God or any incident 
due to natural forces; but it can be given an extended meaning, 
namely, due to unforeseen circumstances beyond the control 
of the firm or the contract or. . .events for which the contractor 
cannot be held responsible can be allowed under the 'force 
majeure' clause. But normally we do not categorise all these 
things because once we start categorising them, we will have 
to include more and more. It is always better to have a 
restricted 'force majeure' clause and leave rome room for 
us to contend that the events on account of which they are 
seeking to invoke it are not actually events which would fall 
under the Yorce majeure' clause." 

2.225. With reference to the contract executed in April 1973 for the 
purchase of 55,000 tonnes of di-ammonium 'phosphate, commented upon 
1P tbe Audit paragraph, where the 'force majeure' clause had k e n  invoked 
by the supplier, the Committee asked whether it was the advice of the Law 
Ministry that the Yorce majeure' clause could be invoked appropriately 



"I would like to explain the circumstances and faca on the basis 
of which our advice was given in this case. As far as 1 can 

. say, the plea of the firm was that there was a breakdown 
of the machinery, not in his own plant, but in the plant uf 
hia subcontractor who had promised to supply him the raw 
material. We took the view that another sub-contractor's 
contract cannot be construed as 'force majeurc' under the 
'force majeure' clause in the main contract. We, therefore, 
stated that any breakdown in another sub-coxrtractor's rnac!G- 
nery cannot be taken as 'force majeure' unless the firm sti- 
pulates in the contract itself that subconlracts should be 
considered." 

2.226. The Committee, therefore, desired whether the supplier in this 
case bad not obtained an undue advantage oi invoking the process of Law, 
despite tbe Law Ministry's advice.  he representative of the Dcpartnie~t 
of Supply stated: 

"As mentioned in the Audit Report there was a conflict of legal 
opinion between our Law Ministry here and the Legal Adviser 
in Washington. Therefore. it was held that thcsc cvents which 
were pleaded €iy the contractor should be dee~ticd to fall 
within definition of 'force majeure'." 

2.227. A note furnished to the Committcc subsequcntl~ in this regard 
by the Ministry of Law is reproduced below: 

'There is no contradiction BF is s m ~ h t  t o  be made out in the 
sence that in FO far 35 the 'force maieure' event lihc hrcuk- 
down of the plant etc. is concerned. it  may be brought within 
the category of 'force majeure' but in the context and on the 
facts of the present case, the firm had p!caded breakdown of 
the macKnery, not in its own plant. but in the plant of another 
subcontractor. Such a contingcnc) was not :pecifically in- 
cluded or made a term of the contract entercd with the firm 
by the'DGS&D. -in the said c~rcumstances. it may not be 
open to the firm to successfully raisc a plea of 'force majcure'. 
It is not clear whether our Legal Adviser at Washineton had 
taken into consideration the afore-mentioned special circum- 
stance. Besides, no written opinion was received from . the 
Legal Adviser at Washington. save his preliminary orgl qb~ct- 
vstions being pqveyed by an officer of our Mission to DGWD 
in om of his letters," 



2.228. 'I& Qmmittee asked, whethpr* Mirlir-i of oUru W 
mns&c;$ by '&<.bepartmeet of Supply nbert cb feasibility of -d- 
tvtots which would attract the provisions of the 'PL,ree Meewe' clause 
ihclded in the conditions of contract. A note fufnidhed in this regard by 
tEie Department of SuQply is reproduced in Appendix XIII. 

2229. Tbe Committee are concerned $0 o w e  th.t ts 
1912, no provision for the levy of liquidated. a paeal$l br 
&&erg existed in the fertiliser contracts exec- by tbe Dteoter.Gener4 
M i a  Supply Mission, IVeshington, who p u r c h m  more 44 pr tea 
of the total purchases of fertilisers from abroad, wbile conaads execntd 
by Ibe India Supply Mission, London and the Direcfi General ol S p p  
plies & Disposals contained provisions for the imposition of liquidated 
damages or penalty fur non-adherence to the delivery schedule. That such 
a lacuna should bave been allowed to exist thereby eonferrirtg an d u e  
advantage on the suppliers is regrettable. Wht,  however, eaosedr water 
concern to the Committee that elen after the iacorporation, by meaPo of a 
Special Condition of C%otract, of a clause for the levy of Liquidated damages, 
a general decision had been taken by tbd F e w e r  Purchase CQlllmittee 
not I s  invoke this clause ordinarily but utiJise it only as a deterrent against 
"wilfd and unnecessary delays" by tbe ~~ Unfertupately, no 
grounds for this strange decision are stated to be on record, thoogh the 
Depnrtmaat ol Supply have mug& to e.plaii it away by stating tbat "so 
long as them was a sellers' marke4 for Wi lh  it  ligbx Mve bees 
embarrassing for us to raise m y  questiap of lhpkbtd h a g & .  TDis, in 
the CommliUee's view, is o n W y  i P r m  al unworr~nB1 
appreBslpeiarr Pboot how tbe supplwe w d d  rrrret i s  the oveot of levy d 
liqdnkd d ~ l l l l l g ~ ~  should not bave &mi pmwbm over sQed d 
prudent commercial principk. Since tbis docisba bas apprrr rdy hvs tm 
ted ibe very porpose of incorporating the clause for tbe levy of tiqaidated 
damages, tbe Committee &sire &at this should be reviewed urgedy and 
steps taken to m i n d  the instructions issued in this q a r q  and eacb m9e 
judged on its merits instead of giving a virtual carte-bbnche to lbe 
seppUem 

2.230. it is also a matter for concern that while clause 10 of h e  condi- 
tions of the c6atracts executed by the Iadm Supply Mission. Wehi*. pro- 
vidcs, inter illia, tbat claims for e~teasion of time oa mXOUnt oi 'force maje- 

sh.U be grcmted, the expression 'farce majemw' bu not. however, been 
pe or &limited by setting forth the putkular e=atualities 
t b t  w ~ p ~  it, giving rise to conltictin~ views and intcrprctations* 
mar, in om of d ~ y t d  deliveries, tbc suppler bad invoked the 'fore 
I.*' dam on r r r n t ,  inter alia. of a b o t l a w ~  in C of a 
s-w wk,  bad premised to bir tbe ~ t e d  
* ~ M b b b y W e m o f & * ( ~ . ( t Y s d ~ ~ -  as 



~ r r l & i . t k p r a k r r d t L e Y a r e c ~ d a w e ~ f . c e t h e c o n  
mf a bmkdom ia a plant ww not specireerny ZIZZ 
Or made a tonu of tb4 conitact emtered'with thi &m, tbe Legal Mylam 
af tLc hb Slqpply Mission at Waehiagton bad, hoeever, advised that 
w h v t c  'force nmjeme' was sot &tined, it might imply fhat the situatiom 
covered wodd be those which in fact constitutci acts of god and wrrs ot 
the view tbPt accident af the p h t s  would constitute such an act. The repre- 
~entntlve of the Law Milnirtry also informed the Committee that it was 
always be4ter to have a restricted 'force majeure' clause and leave some 
room to coatend that the events on account of whicb tbe clause was 
mght to be invoked were not aetaslly events which would fan undet 
the 'force mjeure' clause. It would, however, appear to be financially 
pmdaat to lay down some criteria, on the basis of accepted norms of 
iaternatioaal mercantile practice, for the determination of events that 
would constit& ‘torte majeure', so that any vagueness or ambiguity in 
this @ is not taken sdvantage of by the suppliers. The Committee, 
tberefare, desire tbrt this question should be re-examined, in all its 
gqects, rtad necessary llemedial measures taken to plug what appears to 
be a loophole in tk contracts. 

2.231. As reg.arde &c specific case relating to the eonmct executed in 
April 1973 commented upon by Audh, it appears that the supplier's 
plea in nq@ to the breakdown in the sub-conlh.adofs plant had beea 
mmphl tm tbe basis of tbe advice given by the Legal Adviser to tbe 
srrpplp Wrssian, WasMqtoo. Thc Committee would very much like to 
know rrbg LLe Law MhnIdrg9s views on the subject had been Igwred 
psrtCcad.rly ia view d tlBk fact &at the Lepal Adviser to the Mission bad 
.at ghca wr iue~ apidon B.1 bad only uconveyeP his "preliminary 
aal obscRlleionsW tbrougb am od~cer of the Mission. 



CHAPTER III 

PACKING 

Audit Paragraph 

3.1. Till 1971, imported bagged fertilisers were normally packed in 
jute bags. From 1971, suppliers from different countries began to offer 
fertilisers in polypropylene bags, at prices lower by about 2 to 3 dollars 
per tonne as compared to fertilisers in jute bags. The Department of 
Agriculture, while expressing preference (July 1972) for jute bags for 
operational reasons, had no objection to purchase of fertilisers in poly- 
propylene bags in view of the price advantage. Accordingly, large quanti- 
ties began to be purchased in polypropylene bags. For instance, it was 
reported in September 1972 that out of 4.60 lakh tonnes of fertilisers 
purchased from a foreign country only 77,000 tonnes were packed in 
jute bags and the rest in polypropylene bags and this caused concern to 
the Jute Industry in India. The Ministry of Commerce and the Indian 
Jute Mils Association were anxious that in view of the comparatively 
higher foreign exchange earning from export of jute goods and &o employ- 
ment provided by the jute industry, no positive encouragement should be 
given to synthetics where jute could be used. A committee set up (July 
1972) by the Ministry of Agriculture to enquire into the matter found 
that, from the point of view of handling, jute bags and polypropylene/ 
polytbelene bags were equally suitable, provided they c5rifornled to the 
prescribed specifications. The committee. therefore, recommended (June 
1974) that the preference as between jute bags and polypropylene/poly- 
thelene bags should be governed by considerations of maximum foreign 
exchange earning. In other words, if price advantage in buying fertilisers 
in polypropylene bags is more than the net in-ffow of foreign exchange 
due to export of jute bags, purchases ought to be made in polypropylene 
bags and vice versa. The net inflow of foreip exchanm due to export 
of jute bags for packing fertilisers was assessed by the committee fin 
May 1973) as $6.57 per tonne of fertilisers. This in-flow is much more 
than the price advantqe of about $ 3 per tonne (assessed in AuWt 
1972). m e  committee's recomdndations are under consideration of 
Government January 1975 1. 
paragraph 41 of the Report of the CDmptroner & Aoditor General of 

Tndia for the pear 1973-74. Union Government (Civill. pp. 110-1 113 



3.2. Tht Committee loamt from Audit that the Department of Agricul- 
nuu: had stated in this regard, in February 1975, as follows: 

"Is is correct that in the recommendations of the C o d t t t e  under 
the chairmanship of the Joint Commissiom (Fertiliser Ship 
ping and Disuibutioh), Pepsrtment of Agriculture, quanti- 

tative guidelines for exercising of option between jute bags and 
polypropylene bags at the time of purchase negotiations h@ 
been given. The implementation of this recommend&n, how- 
ever, has to be done by the fertiliser purchashg agencies, Le., 
the Department of Supply and MMTC. The Report of the 
Committee was forwarded to the Department of Supply and 
the Ministry of Commerce on the 5th June 1974 and they also 
have been requested to intimate the action taken by them. 
On receipt of their reply, the final position will be intimated 
to Audit. 

The Department of Supply was, however, understood to have informed Audit 
(April 1975) in this connection as follows: 

"This sub-para is obviously meant for the Department of Agricul- 
ture to comment upon and we have nothing to say." 

3.3. The Committee enquired into the main recommendations of the 
Committee (The Polypropylene Committee) appointed under the Chairman- 
ship bit the Joint Commissioner (Fertiliser Shipping and Distribution) on the 
packing of imported fertilisers and the action taken by Government there- 
on. According to the information furnished to the Committee in this regard 
by the Department of Agriculture. the Polypropylene Committee had made 
the following recommendations: 

"from the point of view of handling, the Government of India should 
view the use of jute bags on the one hand and the use of p l y -  
propylene/polythylene bags on the other as equally suitable, sub- 
ject to the minimum specifications in either case indicated by 
Government of India, being followed. 

The preference as between jute bags and polyprophylene/pdythylm 
bags in the purchase of feniliser from abroad should be based 
primarily on the relative economics of the two propositions in a 
particular negotiation. 

In order that the preference in respect of choosing jute bags on the m e  
hand and polypropyIenejpolythylene bag on the other is exet- 
cised during negotiations on the basis of as quantitative a com- 
parison as possible, the negotiating team may follow the follow- 
ing procedure in this respect: 

(a) Before the Indjan nemiating team purchuhg fatiliner from 
abroad eaten into negotiatians with the suppliers, they 



sho d ascemin from the Ministry of Commerce the current 
leve ? 'dnst &-flow of f o q &  eachange due to export of jute 
6ags in terms of per tonne of fertiliser. 

(b) Ditring negotiations a decision may first be taken whether the 
fertiher is to be imported in bulk, i.e., in unbagged condition 
or in bagged condition, which decision will depend, again, on 
the relative economics and feasibility of the two options, the 
details of which are not within the purview of this Commit- 
tee's terms of reference. 

(c) After a decision has been taken to purchase the fertiliser in 
bagged condition and if there is an offer from the suppliers of 
both jute bags and polypropylen~jpolythylcne bags of acccpt- 
able specifications from the point of view of kdndling, and the 
price offered for supply in polypropylene/polythylene bags is 
lower than that of supply in jute bags, the purchase should be 
made in polypropylene. PoIythylene bags if the price advant- 
age per tonne is more than the net in-How due to export of 
jute bags as mentioned in item (a) above. If, however, the 
price in polypropylene polythylene b a g  is higher th-m that in 
jute bags or if the price advantage in polypropylene'polythy- 
lene bags is less than the net inflow of foreign exchange due 
to export of jute bags, the purchase should be made in jute 
bags."' 

3.4. The Department of Agriculture also made available to the Committee 
a copy of the Report of the Polypropylene Committee. Dealing with the 
economics of purchasing fertilisers in jute b a p  on the one hand and polypro- 
pylene/polythykne bags on the other. the Committee had observed. inter 
alia, as follows: 

''in view of the fact that from the point of view of handling there 
was nothing much to choose between jute bags on the one hand 
and po1ypropylene:polythylene bags of the required specifica- 
tions, on the other. the Committee felt that the preference to 
be indicated by purchasers of fertiliser on behalf of India should 
be governed mainly by thc relative economics of the two o p  
tions. In this context. i t  would be necessary to compare Pi) the 
net inflow of foreign exchange earninps to the country du: to 
export of jute bags with (b) the price advantage. if any. involv- 
ed in choosing polypropylmelpolythylene bags instead of ju!e 

%lypropylmr Committn Report, nf paragraph 7. 



bags. Since (b) keeps varying from t h e  to t h  and in each. 
negotiation, the comparison of (b) will have to be made witb 
(a) applicable to a particular transaction. Even (a) tends to- 
vary from time to time and the position in this respect will have 
to be ascertained from the Ministry of Commerce prior to any 
 negotiation^."^ 

The Committee had further observed: 

"The net foreign exchange inflow due to export of jute bags for pack- 
ing fertiliser was assessed by the Committee during the month 
of May 1973 as $6.57 on the basis of the following data 
obtained from the Ministry of Commerce: 

I .  Typc of bag . R. Twill 

a. Size . . . 3Vx 24- 36' x 24* 3 6 ' ~  24" 

3. Weight per bag 762 gms. 527 Ems. 502 gms. 
( 1-68 lbs) ( I - &  Ibs) ( I *  10 Ibs) 

4. Holding capacity 50 kgs. 
of each bag. 

5. No. of bags re- 20 
quired to pack I 
tonne of fertiliser. 

7. Estimated value Rs. 43-51 Rs. 49-77 
(f.0.b.) of (j) and 85-98 
(6) a h .  

$6.84 

8. Bair prlrc . RJ. .z,6oo p r c  ton Rs. 3,750 per tonne Same as hessim plu. 
:F.A.S.; for Stan- (F.A.S.) Standard a prrmium of RI. 
dard and B. Twill w" x to oz. lor, per ton hcssim. 
h*. 

As per the price advantage between the fertiliser in polypropylene1 
polythylene bags as compared to the fertiliser packed in jute 
bags, the positi~n ascertained by the Committee from the De- 
partment of Supply (during the month January 1975) indicated 

------ - -  - -.. .-- - . --a- ---- ------- - - 



that them was a price advantage of about ~5 per tonne in 
purchasing fertiliscr in polypropylenelpolythylene b*. This,. 
again, is lilrely to have changed s u M y  consequeht to ths 
energy crises and the shortages of oil-based raw material re- 
qwired for polypropylenelpolythylene industry."' 

3.5. As regards the action taken by the Department of Agriculture on 
these recommendations, the Committee were informed as follows: 

"It would thus be observed that the Committee broadly recommend- 
ed that while importing fertiliser in bags the choice between jute 
bags and polypropylene bags should be made on the basis of as 
quantitative comparison between (a) the net inflow of foreign 
exchange due to export of jute bags expressed in terms of per 
tonne of fertiliser and (b) the savings, if any, per tonne of ferti- 
liser in the price of fertilisers supplied in polypropylene bags as 
compared to jute bags. The Committee also indicated the 
methodology of making this quantitative comparison. 

T ~ Z  Report of the Committee and its recommendations were forward- 
ed to the Department of Supply and Ministry of Commerce 
~ i d e  O.M. No. 20-25172-MSHP dated 4-6-1974. The Depart- 
ment of SupplyiMinerals and Metals Trading Corporation have 
been requested to intimate to the Lok Sabha direct the action 
taken on the recommendations of the Committee." 

A note furnished in this regard by the Department of Supply is repro- 
duced below: 

"Department of Supply is guided by the decision of the Department 
of Agiculture who are concerned with the specifications of 
material and bags. Earlier, the ,purchases were confined to 
either bulk or in jute bags. Subsequently the Department of 
Agriculture started accepting the material packed in polypropy-. 
lene bags. The switchover was necessary because of two rea- 
sons. namely: (i) cheaper prices were being offered for PP, and 
(ii) non-availability of jute bags. The Department of Agicul- 
turc set up a committee to consider the type of bag that should 
be used. This question was also considered by the Fertiliser 
Purchase Committee on 2-4-1975 when they took the follow- 
ing decision:- 

A Committee set up under the Department of Apriculturc had 
worked out thc economics of purchase in jute and PP bags. 
In the meeting of the FPC on the 35th March, Shri.. . . . . 



.statad shat. thgre should be no. sub$& on,lexpgtts d jute. 
In tbe existing contract and in our newtiations suppliers 
had been asking for the differential between PP and Juto 
Bags varying from 2 to  $7.53. But this difierential is 
not correct as the suppliers had offered supplies in PP bags 
which was not in accordance with the specification. Also in 
making a decision whether to buy in jute bags or PP bags 
consideration had to be given to the availability of these 
bags with the suppliers. FPC, therefore, decided that each 
case had to be considered on its merit." 

3.6. Drawing attention to the fact reported in the Audit paragraph that 
m t  of 4.60 lakh tonnes of fertilisers purchased from a forcign country, 
only 77,000 tonnes were packed in jute bags and the rest in polypropylene 
bags, the Committee desired to know the rcasons for accepting supplies in 
polypropylene bags instead of jute bags, thereby adversely affecting the 
foreign exchangc potential of the indigenous jute industry. A representa- 
tive of the Department replied in evidence: 

"From 1972 when shortage of fertilisers started developing, the 
Agriculture Ministry agreed to accept either in jute bags or in 
PP bags. The s t a g  has not come when we can have the 
choice. We have had to buy in whatever type of bags the ferti- 
lisers were offered to us because of shortage." 

3.7. Asked whether this did not run counter to Government's policy 
that no positive encouragement should be given to synthetic packing where 
jute could be more advantageously used, the representative of the Depart- 
ment of Agriculture replied: 

"As far as the Apiculture Ministry is concerned. a committee was 
set up and that committee very clearly indicated that, as far as 
suitability was concerned, both jute bags and PP bags were 
acceptable provided they conformed to certain minimum spaci- 
fications. The committee also went on to say that the formula 
which had been worked out by them must be applied in each 
case to see wh~ch is more advantageous depending upon the 
offer made. That was to be exercised by the purchasing de- 
partment. The committee stated in no uncertain terms as to 
what its recommendations were regarding the suitability or 
acceptability of the either type of bags. By the formula work- 
zd out by it, the purchasing department could easily decide, 
whether it is advantageous to get fertiliser in jute bags or in 
polypropylene bags. It was a question of implementing those 
rtcommendatioas by the purchasing department. The Agri- 



cukme Ministry had also sent it c the Supply ?3qmOmmt 
and toatbe MMTC for implementation of these recommenda- 
tions." 

3.8. To another question whether the Department of Agriculture, being 
primarily concerned with the promotion of jute production in the country, 
should not have a more comprehensive and much larger interest on this 
important issue and ensure that the interests of the Indian jute industry 
&re not affected, the Joint Commissioner (Fertiliser Shipping and Distri- 
bution) replied : 

"I happened to be the Chairman of the Committee. We had a 
rather difficult task to come to a quantitative conclusion. We 
made certain specific recommendations and it was for the pur- 
chasing department to take a decision in each case whether 
to get fertilisers in jute bags or in polypropylene bags. To- 
enable them to decide this one way or the other, we recom- 
mended that the net inflow of foreign exchange due. to export 
of jute bags must be considered and they should not go by 
the price reduction in polypropylene bags alone. The Com- 
mittee indicated that from handling point of view both jute 
bags and polypropylene bags are acceptable provided they con- 
form to certain minimum specifications in regard to mesh, 
weight, denier etc. They must exercise cost checks and their 
preference should primarily be based on the relative econo- 
m i n  of the two propositions. 

Then a question was raised that the jute may not be necessarily 
from India. We resolved that by deciding that it need not go 
into that qucstion. We have a common jute hoard with Bang- 
ladesh and our interests are then linked. Wre said that if the 
price in polypropylene bags is higher than that in jute bags or 
if the price advantage is less than the net inflow of foreign 
exchange due to export of jute bags. the purchase must be 
made in jute bags irrespective of the source of jute. The 
Committee's recommendations are thus to some extent weigh- 
ed in favour of jute bags. 

It was for the purchasing department to implement those recorn- 
mendations. We had also reminded them. It is not that we 
were not pursuing this matter." 

As regards the specific instance reported by Audit, the witness added: 
"In this particular casc. let me say, because I happea~d to 4 9 ~  

something of the case, that they had no choice. The 



Japanese suppliers at that time were not vyillhg to supply my- 
thing except in polypropylene bags. If that was the position, 
there could not be anything else. They had to buy f e r t i bm 
and there was no other choice. I do not know whether this is 
absolutely correct, but this is my impression. It  is for the 
Department of Supply to say." 

3.9. In view of the fact that the responsibility for the purchase of ferti- 
Wrs from abroad had been entrusted to the Minerals and Metals Trading 
Corporation, the Committee desired to know the policy proposed to be 
adopted by the Corporation. The Chairman of the Corporation stated in 
evidence: 

"So far as MMTC is concerned, we have always insisted on jute 
packing. JVe are quite aware of the policy considerations 
which should make us take only in jute bags, and we have in- 
sisted on that. There have been only one or two very excep 
tional cases where we hiwc accepted in PP bags. The entire 
bulk of our imports has come in jute bags, and I may assure 
the Committee that. in our future purchases, we will insist on 
jute bags being used." 

Asked whether a condition for supply in jute bags only could be im- 
posed upon the foreign suppliers. the witness replied: 

"It can be done because many of the suppliers would accept it as a 
condition of supply. Otherwise. we would not purchase it 
from them." 

To another question whether any formal decision had been taken on 
this question and necessary instructions issued, the witness rcplied: 

"If at all any instruction is required in this matter, it must come 
from the Agriculture Ministry. Now that the question has 
become very clear that there is a net inflow of foreign exchange, 
I think, there should & no difficulty." 

3.10. The Committee are cotlcerned to Dole that though, in the context 
of promoting indigenous jute exports and the econon& advantages likely 
to accrue therefrom, positive encooragemen1 was not to be given to syntBb 
tic J M W ~  wbere jute could be more advantag~apc:Ip used, and in spite o( 
tbe D e p h w n t  of Agriculture also having expressed preference, for o p  
tiom1 reasons, for jute packing. eonsidcraMe quantities of ferQflisen h.M 
been pmrbased from a h d  by the DcpMtmtnt of Suppiy from 1971 oa- 
wads in polypmpylmk bags to tbe detriment of the coonby's fob intemdr. 
For hrstacr, it was reported in September 1972 that out ot 4.60 bkb 

d kdllisera pwcImued from n forrig cowtry only 77,000 foma 



w ~ p . d r s d i a j o t + b r g r a d t b e l w t i n p r J a m p y ~ b a l e .  - 
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that prices of tertilisers pecked in sucb bags as CO- to jak blQ( 
were lower abed 2 to 3 dollars per tonne in Angust 1972 d by - 5  
dollam per tome in Janollry 1975. It  has also been stated tbat from 1972 
when shortage of fertlliscrs started developing, the Department of Agricel- 
tmc bad no choice except to accept fertiIlsers in whatever paeking they 
were offered. It, however, appears that while assessing, in Anged 1972 
the price advantage resulting from purchases in polypropylene bags, (be 
comparative economics of the two propositions had not been examined in 
detail and the in-flow of foreign exchange by the export of jute bags taken 
into account and 'only a simplistic comparison between the prices qooted 
for supply in synthetic packing and for sopply in jate bags made. llrot 
this was so would be evident from the calculations subsequently made by 
a departmental committee (The Polypropylene Committee) appointed to 
enquire into tbis matter, according to which the net foreign escbange insow 
due to the export from the country for packing ferlilisers was 6.57 dollars 
per tome in May 1973, which was much more than the price advan* 
of 3 dollars and 5 dollars respectively offered by tbe snppliers in A@ 
1972 and January 1975. Besides, as bps also been pointed out by tbe 
Polypropylene Committee, the argument that fertilisers packed in p o l p  
pylene/polytbelene bags would be comparatively cheaper than those pmck- 
ed in Jute bags mag no longer be valid on account of the increase in plicas 
of oil-based raw materials required for tbe pol?~propylene/polytbelcac 
industry. 

3.11. The other contention that on account of shortage of ferthers at 
the rekvaut time, there was no choice except to buy fertilisers in whatever 
packing they were offered, may also no longer be-valid at present in tbe 
context of epsiw availability of fertilisers and faR in prices. As a se&rs' 
m o t  no longer eGsts for fertilisers, it sbouM not be too diafieoU to earwrs 
(hat wbatever purcbases are reqmred to be made from abroad in a packed 
condition are made only ia jute bags so that exports of jute bags from the 
co- for packing fertll'iers are not adversely affected. The Committee 
have aim been informed in lbis connection by the Chairmau of the Mine 
rals and Metals Trading Corporation that apart from one or two veq ex- 
ccptionnl cpses, tbe entire bulk of their imports hme come in jute bags and 
h t  supply in jute bags- could be insisted upon as o w  of the fenns rud 
conditioas of the purchase which sbodd be acceptable to many of tbe mp- 
plkrs, hiling whicb put- WORM not be made from rbem. Having m 
gad to tbe fact that the Polypropylene Commitfee has ~ l s o  indicakd tBe 
mdboddolly for amWq a qmdtative collilparisoa between (a) the net ib 
~ o t t o t a i l p e ~ d ~ t o ~ a l j . ( r ~ e x p s r s e d i a t c r s r s d  
~ f o r u w ~ ~ d ( b ) t L c s r ~ , i f ~ a y ~ p e r ~ d t a d l l i s s l r t .  
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DISTRIBUTION AND PRICING 

Distribution 

, 4.1. In the context of supplies of fertilisers being far from regular and 
tbe difficulties known to be faced by the average Indian farmer in obtain- 
is@ in time fertiliser of the requisite quality at reasonable prices, the prob- 
lem of equitable distribution of fertilisers assumes great importance. A 
common complaint of faxmars is that fertilisers are despatched to the distri- 
bution outlets only during the lean seasons when the'offtake is poor. Tho 
Ckmmittee, therefore, enquired into the steps taken or proposed to be taken 
to ensure that fertilisers reach the farmer when most required. In a note. 
the Department of Agriculture informed the Committee as follows: 

"The production of fertilisers is more or less continuous throughout 
the year. Consumption of fertilisers occurs in two peaks, one 
in July-August and other in November-December. It is not 
possible to rush the entire requirement of fertilisers only just 
when it is required. This would create many logistical prob- 
lems like transport bottlenecks and as a result slippings in s u p  
ply at certain points. Moreover, movement of fertilisers by 
rail has to bc arranged t a w  into consideration the capacity 
of the Railways to move traffic exptditiously. Hence the move- 
ment of fertilisers from the factories to the distribution outlets 
has necessarily got to be made more or less unifonnall~ 
throughout the year. This would result in some stocks accu- 
mulating in the off-season which would be sdd  during the 
ensuing consumption season. 

Under the Essential Commodities Act, the Fertiliser Movement 
Control Order has been promulgated by the Central Govern- 
ment in 1973. W i n g  into consideration the requirement of 
each State for each scawn for each fertiliscr and t a k i i  into 
account facility of railway movement orders are issued under 
the Fertlliscm Movanent Cantro1 Ordtr once in 3 mmths 
directing the manufadurns to supply a ccrtdn quantity of fer- 
tiliscrc in each Statc/Union Territory. Instructions have also 
bem iosu#l that the suppUse by tbe manufacturers have to be 
mode m o n a t d y  w a y  nmth. For Instance, out of the 



quarterly allocation for August-October quarter, 113 is cX- 
pected to be supplied during August and so on. Any non- 
compliance of the d e r  is punishable undcr the Essential 
Commodities Act. The issue of such an order ensures that 
the manufacturer supplies an adequate quantity of fertilisors 
to each State during the consumption season. 

4 
In regard to pool fertilisers also, since it is not possible to cnsurrs 

the arrival of imported fertilisers only just prior to the con- 
sumption season and taking into account the movement pr&- 
lcms, it becomes necessary to move fertilisers to likely c*- 
sumption centres in the off-season so that adequate quanti4ies 
of fertilisers are available in the consumption season." 

4.2. Explaining, during evidence, the arrangements for the distributidki 
of fertilisers. the Joint Secretary (Inputs), Department of Agriculture stat& 

"From July 1972 we have taken over the distribution of fertilisq 
under the Essential Commodities Act. We have been draw- 
ing up coordinated supply plans for indigenous manufacture.rs 
of fertilisers as well as for the pool." 

Asked whether Government had satisfied themselves that since St~iy 
1972. the distribution mechanisnl actually worked to the bcnefit of thc far- 
mer, the witness replied: 

"Yes. thc distribution mechanism worked, but thc problcm in 1972- 
73 was that of non-availability. The total ;tvailability of krti- 
lisers in the country was far lcss than the demand." 

To another question whcther whatever quantities were available during 
1972-73 were actually and equitably distributed to tho farmers, the witness 
replied: 

"For the quantities of fertilisers which are made available. as I 
said, under the distribution plan, which we havc drawn up, 
the State Governnients are expected to monitor the distribution 
under this plan every month by calling the rcprcscntatives of 
the manufacturers to the State headquarters to find out whether 
they had in fact distributed the fertilisers which they are sup- 
posed to distribute and also to make sure that they give tlte 
right kind of fertiliscrs to the districts in which the Statc Gov- 
ernments want those fertilisers to be distributed." 

4.3. tn  this context, the Committee invited attention to the following 
dkervatians in regard to shortage of fertllbm contained in the Supplemur- 
tary Report of the Comptroller and Auditor a n e r a 1  of India for the year 
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1972-73 on the Emergency Agricultural Production Programme and asked 
whether this did not represent a melancholy state of affairs, in spite of the 
claims m d e  by Government: 

"Punjab and Haryana have complained of acute shortage. In 
Assam, Manipur, Rajasthan and West Bengal shortages of 25 
per cent or more were reported. In  Rajasthan the quantities 
available for distribution were also less because of the inability 
of the representatives of the State Governmmts to lift in time 
the allotments made to the State. In Maharashtra 0.61 lakh 
tonnes of nitrogen were allotted against the requirements of 
0.54 lakh tonnes and 0.31 lakh tonnes remained undistribut- 
ed. Against a total requirement of 0.63 lakh tonnes of P&K, 
0.40 lakh tonnes were allotted, out of which 0.1 1 lakh tonnes 
were distributed. In Assam 1637 tonnes of fertiliscrs rc- 
mained unutilised since March 1073 in 5 districts out of 6094 
tonnes received." 

The Joint Secretary (Inputs), Department of Agriculture rcp!ied: 
''1 would like to say that for the first time in July 1(!7, we started 

drawing up this guaranteed supply plan. So far a, thi intcr- 
nal distribution within the State is concerned, it i 4  lcft to the 
State Governments. That is, we make the allotnient that has 
to be given by the manufacturers who have their rctail points. 
What we say is: Zuari Chemicals will give 2000 tonne\ of 
nitrogen to Tamil Nndu Statc within this six month period. 
We arc satisfied that Zuari Chemicals havc their oan  plivdte 
rctail points also and give wncthinp through the public chan- 
nels. Rut it iq  for the Tamil Nadu State Government to niakc 
sure that Zuari Chemicals distributes 9000 ionncs and to 
whatever extent the State agencics can l i f t  them. they should 
lift i t .  

AS far as the imported fertilisers arc concerned. wc make idlot- 
ments to each State Governmcnt according to the co-ordinatcd 
supply plan. 11 is for the State Government to make arrange- 
mcnts to lift them. Some of them did not l i f t  i t  brcausr of 
financial difficulties. 

As far as the figures are concerned, I wiH be aMc to n1A.c. it only. 
after I have seen it. But, broadly, in, the trholc. of the latter 
half of 1972 and the whole of 1973 and the early part of 1974, 
the main problem was one of the overall availabilitj of fcrtili- 
sers in the country both from indipnous and the pool being 
far short of' the total requirements of the cwntry. So many 
Pates  complained of severe shortages because this was a situa; 



tion which could not be helped because the proporlionate indi- 
genous production could not go up and possibly came down 
also and also the imports have tb be restricted because they 
are not available in the international market." 

/ Y 
4.4. On the Committee drawing attention to complaints that farmers 

were unable to obtain fertilisers during those seasons when they were 
actually required and enquiring what steps, if any, had been taken to 
ensure that fertilisers were actually made available during the peak con- 
sumption periods, the witness replied: 

"Though July-August and October-November are the big con- 
sumption months, that has nothing to do with the delivery 
or distribution arrangements. We have more than 13 lakh 
tomes of material in the pool in stock which is distributed 
to the various parts of the country. We have asked the 
State Governments and also the fertiliser ananufacturcrs to  
distribute the indigenous production ,under the Essential 
Commodities Act. We have made arrangements to sez that 
every district officer makes a review of the quantity of ferli- 
h e r  required in a district during the consumption period and 
make arrangements for having that stock. Even though the 
peak consumption would be during July-August and 
November-December, our distribution is throughout dlc year 
so that there will be no rush. at the last moment." 

4.5. Asked whether the Central Government had any idea of the 
basis on which fertilisers were actually distributed in the rural areas, 
particularly in States like Andhra Pradesh and Tamil Nadu, and whether 
the quantity issued per acre was considered adequate in Government's 
view, the Additional Secretary of the Department of Agriculture replied 
in evidence: 

"Probably the Member's disappointment at the low ratc per acre 
stems from the fact that this was happening in a few States 
in a time of scarcity, perhaps two or three years ago. It 
was true that in many cases they had just a mathematicnl dis- 
tribution, the total quantity available divided by the acreage, 
and sometimes the farmers were getting very smaU quantities. 
?his was unfortunate, but there was nothing that we could 
do to rectifythe situation because the total available was so 
small. I had known cases in Andhra Pradesh in particular, 
where they use a very higb dose of fertilisers, where the 
fanners used to get hardly 4 to 5 kg. or 10 kg. for paddy 
land, but that is now a thing of tbe past. We have adequate 



fertilisers and even buffer stock and we' do hope that in the 
coming years this phenomenon will not recur. I t  did 
happen in the past when there was acute scarcity and people 
were d i n g  at black market rates." 

To another question whether any complaints in this regard had been 
received from Andhra Pradesh and Tamil Nadu, the Joint Secretary (In- 
puts) replied: 

b 
"We have received no complaint as such, but in Andhra Pradesh 

as far as the internal distribution is concerned, we have ascer- 
tained from them that they are operating on a card system. 
After estimating the requirements per farmer based on his 
area, crop etc., they give him his entitlement but otherwise the 
total assessment of requirements has been agreed to by the 
Andhra Pradesh and Tamil Nadu Governments." 

She added: 

"As I mentioned earlier, the internal distribution of the icrtiliser 
allotted to States is left to the State Governments. Rut 
many of the State Governments introduced a distribution 
system like permit and card system which led to some amount 
of malpractices. Then our Minister wrote to all the Chief 
Ministers of the States pointing out that con~plaints had been 
received that the introduction of this kind of distribution 
system was acting more as a bottleheck than as a heTp and 
requested them to revise the system. I must report to tllc 
Committee today that practically all the State Governments. 
on the basis of a letter written by the Minister, have now 
withdrawn it." 

4.6. The Committee desired to know, in this connection, how the 
Statc Governments had reacted to the formula adopted by the CeLtral 
Government for the assessment of requirements of fertilisers and their 
allocation. The Additional Secretary of the Department of Agr ic~ l tu r~  
stated in evidence: 

. L . . . . . .even the latest method of assessing has since been accept- 
ed by the States perhaps with some reservations, and this. 
it has been felt. was the best and most realistic in thc circurn- 
stances. Even with the help of agronomists and other re- 
search scientists who, on the basis of their experiment. 
suggest dosages for optimum utilisation of fertiliscrs for 
maximum production, at the moment we are not able to im- 
prove upon this formula." 



Asked whether the reservations on the part of some of the States had 
in any way contributed to a certain kjnd of anarchy in the distribution of 
fertilisers, the witness replied: 

"No. I checked up with Miss. . . . [Joint Secretary (hputs)l.  I 
was under the impression that there was some protest in the 
beginning, but she says that after a round of discussions in 
the zonal meetings, they have been convinced that this was 
the best ,available formula for the present to assess the. 
requirements of the States." 

To another question as to how the States had reacted to the revised 
criteria introduced in 1974-75 (vide A'ppendix I) and to what extent, 
if any, the principles of allocation had been modified, the Joint Secretary 
(Inputs) replied: 

"When the formula was first thought of to link it to the produc- 
tion programmes and to the level of application reached, we 
had consulted most of the State representatives. We had a 
Series of discussions with, them botb iq the zonal conferences 
and at the a n t r e  and the formula was drawn up. The 
protest about it was that we were giving a uniform 5 per 
cent increment in the dosage rate to all the States. To a 
State which has a very low consumption level, you have to 
give a higher increment because there is a pdssibility of im- 
proving upon their performance wuch more. A uniform 
5 per cent increment would keep the lower consunlption Statcs 
at a low level for all time. So, we went into this question 
again and drew up a gradcd system of increments by which 
the States which had already reached a high level of consump- 
tion were given lower increments and States with lower levcls 
o! consurn'ption were given higher increments in the dosage 
rates. To that extent we adjusted our formula on the basis 
of the suggestions of the' State Governments." 

Asked whether the Statcs had reacted bettcr to the new fornlula, the 
witness replied: 

"Much bettcr. Actually, I forgot to mention that six-monthly 
;zonal conferences with every State and the APC and the 
Agriculture Director of each State are held at which the for- 
mula is discussed and if they have any reservation or protest 
about the method, they express it. They have completely 
accepted the assessment and there has been no protest at all 
about the critebii for assessing the requirements by any parti- 
cular State in the last two or three years." 



'+ 47. @ & b W h  h ?his. CollSeatC, tb OBa clags&stion adopted 
$W Rabi 1975-76 Cvi& Appedix I:)., the C m e e  &&& t o  know the 
I-~S for m e  Sates getting a preferential treatment in the matter d 
w s m e a t  of fertSiserr raquirelnants and, allucation. The Joint Secretary 
.Wguts), Depar,tment of Agriculture stated in evidence: 

"The range is 5 to 20 per cent. We did this grading because of 
the protest of the State governments that equating States with 
high levels of consumption with States having low levds of 
consumption ,was not fair because it keeps the low level 
consumption State always at the bottom. Andhra Pradesh, 
Pbnjab and Haryana are in the forefront as far a s  
use of Pertiliser is concerned, but I can say that whatever 
Andka' Pradesh has asked for, even apart from the assess- 
ment of requirements, we were willing to give them and we 
have given than in the past. For instance, when under the 
Nagarjuoasagar Dam some additional area came under irriga-' 
tion, they asked for an ad hoc additional allotment and we 
gave the entire allotment from out of the pool, even though 
it was over and above the assessed requirement. We have 
been making arrangements to see that any State which wants 
additional ad hoc allotment is supplied its requkements. We 
are working in order to ensure that the States which can make' 
use of fertilisers get them. As far as distribution is concern-' 
ed, we are in constant touch with the Director of Agriculture 
and the Secretary. If there is any shortage, we do make it 
up." 

! 4.8. According to the information furnished to the Committee by the 
department of Agriculture (vide paragraph 1.47 and Appendix V), "after 
a'!,period of shortages in availability of fcrtiliscrs in the country from 
19'72 to 1974, the availability of fertilisers has been rcl: tively easy during 
the past six months or so", as a result of which both thc distributing 
agtncies and the cultivators tended to purchase fertilisers only just beforc 
tSc application season and only in such quantities as were immediately 
rcquircd. Thc Conimittec, thcrcfore, enquired into the reasons for the 
sudden change in the situation and desired to know whether this was 
aitributable to excess imports or iscreased production or less ~tilisatlon- 
The  Additional Secretary of the Department of Agriculture replied In 
cvidencc: 

"In the years you refcr to thcrc was considerable shortage because 
of non-availability in the international market. As you x c  
awwe, in 1974-75, there was an unprecedented drought and, 
fl- and eight big States were involved in this catastrophe. 
This, combined with the increased rate of fertilisers, resulted 
in jess off-take. The seasonal conditions did not permit uti- 



hation of Eertilisen, and also the inoreased cast and the lo& 
of d i t  facilities, which have since been rectified, \ws a 
contributing factor for less &-take. This result I w a  
not say in a glut, but a &or@able s W  pition. Tdky 
we h'ave about 1.3 lakh tomes in terms of nutrients--with (Le 
fertiliser manufacturers and about 2.6 lakh tonnes with tlo 
importers. This works out to less than 30 per cent of h e  
total requirements which had to be kept by them in the p@e- 
line and as a market buffer to give us sufficient bargahhg 
power when we go for tenders in 'the international markets. 
This has been the advice and, as also reiterated by Mr.. . . . 
this gives us the necessary strength to withhold from purchases 
if the market is buoyant and we are not getting at reasonable 
rates. The National Commission of Agriculutre and several 
other committees have recommended that it is necessary to 
maintain this in order to ensure that the fertilisers are avail- 
able to the farmer at a time he needs them at all the remil 
points in the far-flung areas of the country. So, the tdal  
which we have for the year is not considered by any mems 
unusually high or excessive. In fact, the fertiliser stock with 
the manufacturers amounts to hardly 5 to 6 per cent of fhe 
total annual capacity and in respect of the poolcd fertilisers 
it works out to about 20 per cent which it is fclt necesidry 
to be kept as a buffer stock." 

Since drought and lack of purchasing capacity had been citcd by the 
witness as factors responsible for the lesser off-take of fertilisers, the Cor -  
mittee desired to know in which part of the year these had occurred. 
The witness replied that this was in 1974. On the Committee pointing 
o u t  in this context that it appeared somewhat contradictory that the ferli- 
liser position should have been difficult when there was drought and also 
less demand, the witness replied : 

"In the frrst half it was difficult. In the second half it was \cry 
comfortaMe? 

The Joint Secretary (Inputs) added: 
"Shortage developed during the middle of 1972. Before that t h x e  

was plenty of fertilisers. The whole of 1973 was onc d 
extreme shortage. In early 1974 the shortage continued. but 
by  June 1974 the' situation changed partly because in the 
Kharif of 1974 there was drought in Gujarat, Maharashtra, 
Rajasthan and Karnataka. So, it was in the Kharif of 1974 that 
the adverse seasonal cmditions started. The international 
positlon regarding the availability of fertiliscrs eased towrda 
the second half of 1974 :~nd the price increase was also in 
June 1974." 



6he stated further: 

"In the latter half of 1974 the position definitely changed from. 
one of 'shortage to easier availability because of less consun$- 
tion in Khariff and Rabi because of drought and other condi- 
tions." 

L 

4.9. When the Cornmitee pointed out in this connection that in the 
later part of 1974, there was a hue and cry for fertilisers, and even an 
agitation, in Ahdhra Pradesh and that it was, therefore, difficult to recon- 
cile to  the statement that the availability of fertilisers had eased during 
that period, the witness stated: 

"Andhra Pradesh, Bihar and West Bengal were the three States 
where there was still demand for fertilisers. As a matter of 
fact, from Gujarat and Rajasthan we diverted fertilisers to 
Andhra Pradesh." 

She added: 

"In eight States there was certainly decline in the consumption of 
fertilisers due to draught, but in a few States like Andhra 
Pradesh, West Bengal and Bihar there was still good consun$p- 
tion of fertilisers and we despatched to them as much as they 
could take. There was no question of our not being able 
to supply to them. but for the whole country consumption 
certainly dcclincd because of the drought conditions and also 
because of the increased prices of fertilisers." 

Elaborating further, the witness stated: 

"We normally work out our rcquirements based on normal sea- 
sonal conditions. Every year it is a fact that one or two 
States get affected by drought or floods but last year was an 
unusual year in which eight States were badly affccted. To- 
gether with that there was a price increase in June and the 
consequential credit non-availability which had to be tackled. 
So, it was a combination of a number of factors and also many 
of the contracted imports did not matenalise in the earlier 
half, but towards the latter half the position improved and the 
import arrivals came according to schedule and even in 
advance." 

4.10. On the Committee Minting out that drought alonc in some 
parts of the country could not account for the easing of the fcrtiliser posi- 
tion and that, dekpitc the claims of Government to the contrary. a black 
market in fertilisers actually flourished in 1974, and enquiring whether 



the easier availability of fertilisers in the early part of 1975 was rrttribm- 
able to larger import arrivals or increased produdion or was on account 
of the release in the market of stocks held earlier clandestinely by haorders 
and blackmarketeers, the witness replied: 

"lt is a combination of factors. By the end of 1974, we had a 
better stock position than we had ahticipated because of less 
off-take in many States. We had made special arrangements 
for rushing additional supplies to Andhra, in additioh to 
what they had asked for. As I had mentioned. . . . when 
additional water became available in the Nagarjunasagar area 
for which they had not asked for fertilisers, we gave them 
additional fertilisers. Then in the first half of 1975, import 
arrivals have been according to schedule and in some cases 

even in advance of schedule. Sosthere have been better im- 
port arrivals. Indigcnous production also in the first half of 
1975 had been better because of betted power availability 
and various other factors. SO because of these factors. our 
position now is much better than it was last year. I t  was 

a combination of a number of factors that was responsible 
for this." 

Another representative of the Department of Agriculture added 

"During 1974, as a result of drought in a number of States. the 
consumption was rcally below thc expectcd target. It was 
less than thc bevious ycar 1973-74. Even in States like 
Punjab and Haryana. the consumption was lcss than the pre- 
vious year. Consunlption was particularly lcss in Rajasthan; 
it was less in Gujarat: it was less in the eastern part of MP, 
the Chhatisgarh are:l. It was very low in Ori'ssa. Also it 
was less in U.P. As n result, stocks which were supposed 
to have been consumed in the kharif season were not con- 
sumed and the availability of stocks towards thc end of 1974 
(Novernber-December) was slightly better. In the ineantimc. 
prices of fertiliser also increased by almost 80-100 per cent. 
There was some shortfall in the off-take of fertilisers in a]- 
most all States and by the end of the year 1974-75 (March 
1975) we found that in Slates like MP. Punjab. Haryana 

and UP there was substantial reduction in the consumption of 
fertiliser compared to the previous year, 1973-74. It is as 
a result of combination of factors, that is, drought, a sudden 
increase in the fertiliwr price and less off-takc that this situa- 
tion was brought about." 



Asked whether G,overnment were aware of a black market in fertilisers 
flourishing till the end of 1974, the Joint Secretary (1npu&) replied: 

"As a matter of fact, Andhra Pradesh was the only State where 
it was the last to disappear, because it was one of the States 
which did not have drought, which had additional water and 
which came up to the Centre for additional sdpplies.. . . 
It is a fact that in Andhra Pradesh there' was a brisk demand 
for fertilisers from growers of cotton, tobacco and other com- 
mercial crops. But even there, towards the end of the year, 
black market, according to official re'gotts, had more or less 
disappeared." . . .  

4.1 1 .  Asked whether any steps were taken d,uring thiq period to divert 
surplus stocks of fertilisers available with states where there was no im- 
mediate demand to those deficit States like Western U.P. ,where there 
was a clamour for fe'rtilisers, the Joint Secretary (Inputs), Department of 
Agriculture replied: . . ,  

"When manufacturers who had been given allotmentS under the 
Essential Commodities Act came up saying 'we cannot sell in 
Rajasthan and in Gujarat because there' is no demand therere', 
we gave orders for diversion of these quantities tr, States like 
Western U.P. and Bihar and Andhra where there was a 
denland. There has been considetable' diversiori ordered in 
ordcr to mcet the demands of States . where tbere was still 
demand and bccause of low consumption in other States. 
Wc had been reviewing it as we went along: Wherever there 
was a demand, we sent the fertilisers because we wcre in a 
position to divert it." 

In 3 notc* furnish& subsequently in this regard. the Department, of Agri- 
culture informed the Committee as follows: 

"On thc basis of the reviews made from time to time to assess 
thc fcrtiliser availability position of fertilisers in different 
States, steps were taken to divert fertilisers from the States 
afTccted by drought to States like Bihar, Andhra Pradesh, 
Western U. P. etc.. where there was increased demand. The 
requirements of fertiliscrs of Andhra Pradesh and Bihar were 
stepped up by 24,000 tonne5 of N and 6500 tonnes hi res- 
pectively for the special programmes launched by them. These 
additional allotments were given from the Central Fertiliser 

--- -- -. w 

*Not vcttel In Audit 



Pool. In addition to this, the quantities of domestic fertilisettl 
diverted to different States are given below: 

Quantities of fctrtilist-m. Divrrtd from Divcrtcd to 
(m tonncs) 

I IZO P . . . . Gujarat Karnataka, .\ndhra Pmdesh 
Madllva Pratlrsll & Punjab. 

i65 N . . . . Haryana &.J Sr K : 50"; Hihar. 511":~ Puujal). 

1083 N . Haryana I'uc~jal) 

4.12. As has been pointed aut in psragraph 1.42 of this Report 
while the imports of fertilisers during the period from 1968-69 to 1973- 
74 ranged from 6.33 lakh tonnes to 12.56 lakh tonncs, imports during 
1974-75 (when the world prices were highest and worked out to alnws: 
six times the prices prevailing in 1971-72) amounted to 14.09 lakh 
tonnes, though internal cobsumption during that year (25.79 lakh tonncs, 
was the lowest as compared with the consunlption during the preceding 
three years. The Committee, therefore, dc'sircd to know the reasons for 
making such large purchases at higher prices in the context of a lack of 
demand and lesser off-take. The Joint Secretary (Inputs), Department of  
Agriculture stated in ,evidence : 

"?he planning for the 1974 imports was done in October 1973. 
As already explained, imports could be profitable only if 



planned d c i e n t l y  in advance. Till June 1974 the 'psition 
was one of continuous s h o g e .  Kharif starts in July 1974 
and when we knew that the price increase had a disastrous 
effect on consumption, we took note of that. Besides there 
was inadequacy of credit. Condiiions improved by the lateE 
half of 1974 by which time all the contracts for imwrts for 
1974 had alrcady been concluded and consignments started 
arriving. Since we knew that stocks were built up we made 
an effort to reschedule our concluded contracts to the extent 
possible or even cancel if possible. But our total supply 
today is such that it may not even account for a good pipe- 
line provision. If there is no black market today, if interna- 
tional prices are responding to us today, it is because we are 
in a comfortable position. T still maintain that wc are not 
holding more stocks than would bc rccquired for kharif and 
rabi, provided corrective measures are taken to step up con- 
sum'ption. The attempt of the Ministry of Agriculture is hot 
to keep availability to the sale which is possible but to keep 
availability to the consumption levels which should reach 
f d  production levels. Revisison of prices, increasing the 
distribution margin, doing more promotional work and in- 
creasing credit availability are steps in that direction which 
were taken in the last six or seven months. We get reports 
from the State Government$ of good seasonal conditions. 
The offtake has im'proved and' the stock position with the 
domcstic manufacturers is coming down." 

4.13. In an editorial captioned 'Fertilizer Policy', appearing in the 
'Business Standard' of 2 June 1975. it had been stated. ir~rer ulicr, as 
f3llows: 

"New Delhi's derision to go slow on fertilizer imports is a tardy 
recognition of the harsh realities both at home and abroad. 
The indigenous demand for fertilizers has declined so sharply 
that huge stocks remain unsold. World supplies have also 
assumed massive proportions and htenational prices have 
been steadily going down. Imports in thee  circumstances 
will not only mean reckless dissiwtion of scarce foreign ex- 
change reserves but also lead to large accumulation of ferti- 
lisers for which the country would have no immediate use. 
The current developments on the fertilizer front have qppcr- 
rently taken the Union Government by complete surmise d 
it does not know whut to do to meet the unexpected 
(emphasis added). To make the &!st of a bad job it bas 



advised foreign suppliers to defer deliveries in the hope that 
the respite thus gained will enable it to  sort out its 'problemk 
Efforts are also being made to renegotiate old contracts oh 
more favourable terms. In view of the worldwide shrinkage 
in demand and fall in prices the supplying nations may not 
oppose a reasonable compromise' plan.'' 

4.14. When the Committee drew attention to this editorial and parti- 
cularly to  the statement that the developments on the fertiliscr front had 
taken the Union Government by complete sur'prisc and asked why a glut 
situation should have been allowed to develop. the Joint Secretary 
(Inputs), Department of Agriculture replied : 

"I have already explained that therc is no  situation of glut. Com- 
pared to the actual requirement, it was only a question orl 
low offtake. The first half of 1975 was non-consumption 
season. Wc have seen that report; it docs not make 
any reference to any official agency. I can tell you ths.: 
there are recsons. Thew might be parties who want to kedp 
down the availability, because in thc last two years. 1972, 
1973, p p l e  were making money because of shortagc of 
fertiliser. Fertiliser was selling in the black market I 3 

premium and there was no need for any iiggressivi. markctin? 
at all. They f,ound that the situation has ch:lnged to thc'c 
disadvantage and they are intcrcsted in swing th;ct wc cut 
down our imports so that n situstion of shortagc could b,- 
created. Our attcmpt has been to kccp availability rclatcd 
not to what we could sell but to what should hc consunid 
in order to achieve production targets in agriculturc. I f  v;: 
d o  not do  that wc would have to import foodgrnins f n r  
Rs. 500 crorcs and Rs. 600 crorcs. Wc arc trying to find 
out the factors which inhibit this; one was thc pricc. tlr: 
other was the inadequacy of distribution margin: then t!x 
inadequacy of credit, bottlenecks. in the distribution syhtein 
the States. adverse seasonal conditions, ctc. Whcrevcr cor- 
rective measures could bc taken, we havc done so. rath:r 
than pander t o  the press report and cut down our in~pir ts ;  I €  
we did that once again a situation of shortage would ark: 
and the old malpractices would flourish." 

The witness, howeve, conccdcd that at thc present momcnt (Auguit 
1975), there was a glut on account of less offtakc plus improved import< 

'which were coming according to schedule, and better indigenous produi- 
W. She also admitted that the cultivators' resistance to increased price: 
-aAecteb the offtake of fertilisers. 



4.15. The Committee desired to know whether there were adequate 
stocks of fertilisers to meet the requirements of Rabi 1975-76. The Joiat 
Secretary (Inputs) stated in evidence: 

"For the Rabi 1975-76 all arrangements have been made for 
adequate availability and not only for adequate availability 
but a detailed distribution supply plan for the period August 
to January has dready been drawn up both for indigenous 
and imported fertilisers and so there is no doubt about it and 
we have told the State Governments to tell each District 
Magistrate to assess thc requirements for the district, to see 
whether that quantity of fertilisers has already been moved to 
the distribution points in the districts because there arc about 
40,000 retail points in the country and our efforts are to see 
that fertilisers are just not merely available but also made 
available to thc remotest corners and to each of the distribu- 
tion points well in time before the consumption season starts. 
As a matter of fact. I have brought for the information of 
the Committee the supply plan wc have drawn up for the 
period. August to January, in which the 48 manufacturing 
units have been told exactly what quantities of fertilisers haw 
to go within this six-month period to each of these States. 
This is being done under thc Essential Commodities Act. 
The State Governments will watch to see that this quantity 
is proportionately made available by the manufacturers for 
evcry month of the six months' period and for the pool we 
give the residual requirements. So before the Rabi scason 
starts most of he fertilisers would have reached the farthermost 
retail point in the country." 

'She added: 

"We have already sent out telegrams to  all the State Governments 
asking them to ascertain from the District Magistrates the 
fertiliscr requirements of the district and whether that quantity 
of fertilisers has already moved to the district." 

4.16. The Dopartment of Agriculture also furnished, at the Committee's 
idstance, a detailed notc on thc machinery that was available to cnsurc 
the timely aod cequibblc distribution of fcrtilisers to the farmers and the 
checks exercised by the Central Govcrnmcnt in this regard. which is 
&mduced in Appendix XIV. In the note, the Department informed 
4he .Committee, inter dia, that the following measures had been taken, in 



recent times, to ensure availability of fertilisers adequately and in time 
to the State Government agencies and cultivators: 

"(1) Sizeable buffer stocks of pool fertiliser have been built up in 
order to guard against shortages and also to be able to negotiate 
prices in world market from a position of strength. 

( 2 )  Efforts have been made to step up domestic production. 
(3) The Pool buffer stocks have been located near consumption 

centres (and not only near the ports) so that supply can be 
made to the cultivators quickly when required. 

(4)  Prices of fertiliser have been reduced w.e.f. 18th July, 1975 
to make it easier for the cultivator to purchase fertiliser. 

(5) Movement of imported and domestic fertiliser has been 
rationalised and is done on an 'advance programming' basis 
from time to time. which enables Railways to give priority to 
movement without affecting their aperations or the movement 
of other essential commodities." 

4.17. Referring to complaints of farmers in regard to the poor quality 
of fertilisers produced by the domestic manufacturers and that not unoften 
~ d y  mud was being supplied in the guise of fertilisers, the Committee 
enquired into the steps. if any, taken to ensure the quality of the fertilisers 
made available to the farmers. The Joint Secretary (Inputs), Department 
af Agriculture replied in evidence : 

"As for the quality of the indigenous manufacture. . . I would be 
able to say broadly that it is not possible. for adulteration to 
take place at the production level because production has been 
geared to a particular percentage, and so this kind of adultera- 
tion takes place after it gets into the distribution system. 
because it goes to the wholesalers, then to the retailers and 
then there are several points thereafter whcrc i t  is handled 
before reaching the farmer. It is possible that adulteration 
takes place at any of those points. Here again we have 
tightened the regulatory machinery to such an extent that we 
are monitoring what the State Governments who have theii 
laboratories, who have their fertiliser inspectors who are 
supposed to draw samples from all registered dealers at any 
point and if they are found to have adulterated stocks, they 
are to prosecute them. In times of shortage, many cases of 
such adultention took place. Cases of prosecution W e  
reported to us. But again adulteration possibly has c o o t  
down, the cases reported have come down, because of tk 
easier availability of fertilisers this year." 



Asked whtthu my numitoring in this regard was done by the Central 
Government, the witness replied: 

"We have a system by which we ask State Governments to raport 
to us all cases of  blackm marketing and adulteration which they 
have detected and what action has been taken in each case. 
In our six-monthly zonal confemnces, we find out from State 
Governments what they are doing in this regard. Obviowly 
such machinery camot be adminbtexed from the Centre. 
But the States have been vested with sufficient powers and 
we are monitoring what they are doing about it.'' 

T o  another question in regard to the nature and extent of quaBity 
controk exercised by the State Governments and whether there was any 
machinery to check that the fertiliser actually supplied to the farmer was 
of the same quality and standard aq produced by the plants and no add* 
ration took place at the distribution points. the witness replied: 

"As I said. in each State there is a machinery to do the quality 
control. Under the Fertiliser Control Order. each State has 
nominated fertiliser insp'ectors for each district and each 
inspector has to indicate how many samples he has drawn. 
We arc monitoring it. Where in some cases there may not be 
suficient vigilance. we have been monitoring the action taken 
b!. Government in this respect. Fertilisers distributed in the 
Stntee. imported or indigenously produced. are subjected to 
the sanic qua!ity control. because it is also possible that 
imported fertiliscrs may be adulterated. As I said. since in the 
distribution and transpor! there are so many agencies 
involved. at an!; poin~ in thew s taps  adulteration could take 
pli~ce. So wc have. vested the State Governments with power 
to draw samples at  any s t a p  of the distribution of fertilisers 
and prosecute the offendcrs. Sufficient powers have beea 
given even for summary trials kc;iuse it was represented to  
us that the normal judicial processes are too cumbersome for 
such cases. So we changed thc law: we have now given them 
powers of summary trial in swh cases. 

Then many State Governments came to us and said that they cannot 
do better monitoring and quality control because they do  not 
have enough finances to appoint staff exclusively for quality 
control. What they now do is to nominate the DAO as the 
fertiliser inspector. also the seeds inspector. also the pesticides 
inspector. Because of his other duties. he is not able to 
devote sufficient time to catch cases and succes~fully 
them. We thought this was a genuine plea and we have im 



the Fifth Plan included a scheme by 6fiii:k i e  will''&sist St& 
Gmmments  in appointing one hpector  practically per 
district exclusively for drawing pestici&/seed/femliser mn@es. 
He will be the input inspector. He wili have the time to 

, 1 , . . \ .  
draw these samples and prosecute the offenders." 

. '  4.1 8. .Ap;rrt from the quality of fertilisers actually supplied to the 
; f a r m ,  other complaints also relate to the quantity and wcight of fertilisers 
sold. Drawing attention to the fact that in some cases, farmers were 
tbCwcld to pay :the price for the full quantity and weight indicated on the 
.b#p'even though the actual contats might be less, the Committee desired 
to h o w  whether any actian had been taken in this regard. The Joint 
-tag (Inputs) stated in evidence: 

"I pmurne this applies to imported fertiliser rather than to the 
indigenous fertiliser, because part of it comes in bulk and 
Part in bags. In handling the bags. hooks are used because 
k b u r  are not willing to handle them without hooks. We- 
have estimated, that on each bag from the time it is taken 

. . down from the ship, to the transit shed. then to the wagons. 
then to the destination point. then again transported by trucks 
and then handled at the depots and then at the retail point, 
about 16 hook holes occur. I have seen this myself. We 
have tried to persuade labour not to usc hooks, but they are 
not amenable to it. They say it is very difficult to lift it by 
hand. So we got them Japanese hooks which are smaller. 
But they do not use i t .  What they do is to keep it hidden in 
dhoties and use thc very vicious big hook which makes these 
$oks in the brag. I have scen i t  mvself. It is very difficult to 
compel them to givc up  usc of hooks. The only answer to 
this is to mechanise the handling. In r e s w t  of bulk fertilisers 
it is being done. though mot in a satisfactory manner despite 
our attempts. At the major ports whcre bulk fertilisers are 
received we are trying to mechanise thc handling process as 
far as possible. From the ships fertiliscr will be sucked and 
through conveyor belts will be carried. so that the handling 
will1 be more controllcd and losses by hook holes or pilferage 
may not hc much. At present it is difficult to fix responsibility 
between the port trust labour. the FCI labour and the railways 
for such losses." 

. ,  Asked whether thc witness could say with certainty that it was the 
. port labour or the FCI labour which was pilfering fertilisers, the witness 

replied : 
"Tt is very difficult for people to smuggle fertiliser out of the port 

uust premises because it is a bulk commodity." 



"Secondly, it becomes slurry and it is not possible to prevent it." 
T o  another question whether in order to prevent handling losses at the ports, 
which, in any case, did not appear to be very heavy, it was necessary to 
make large investnients in sophisticated mechanical handling plants which 
would also displace a large number of labourers, the witness replied: 

"We havo installed a Rs. 8 crore mechanical handling project in 
Kandla, which would handle about 4,000 to 6,000 tonnes a day 
as against 400 to 700 tonnes a day by manual handling. There 
would be a saving on demurrage charges that we pay in foreign 
exchange. There will be a quicker turn over of fertiliser 
vessels and thereby reduction in freight charges quoted by 
fertiliser suppliers; by itself this will be an enormous amount. 
Resides, all these mechanical projects have been taken up in 
consultation with labour unions. though there would be no 
displacement of labour because we will be handling many more 
ships. Even so, we are providing for compensatory payment." 

4.19. Asked why the farmer should be made to bear the incidence of 
Landling losses, the witness replied: 

"In the distribution margin we give. there is some provision for 
shortage and losses and that amount should enable them t o  
make up an) shortagc or loss. It is not that every bag is short. 
Some hags like that may bc there and the farmer is entitled to 
get thc quantit! for which he J M ~ S . "  

4.20. Thc following tahle indicates the price4 paid by farmers for 
afferent fertilisers in India and elsewhere in thc world during 1968-70: 

:\lrunc+ . \mmo- SSP MOP 
11iu1n nium Urra (bclow (Over Remarks 

S~llpharc Nitratr ngn..! 45".,) 

~ U I C C  69/70 . . 26 23'1 . . 22'3 8 .7  Price at rrtail store. 
No subsidy 51.O.P. 
h", 

Wat Grrmanv 69/70 . ~ 8 . 7  28. j 2 7 . 0  25.9 8.9 Pricc at nearest rail 
station for mini lots 
of 20 tons including 
value-added tax. 
M.O.P. 50°:, 



Ammo- Ammo- SSP MOP 
nium nrum Uwa (below (Ovcr Remarks 
Sulphote Nitrat(- 25?,&) 4s0&'/n) 

U.K.69170 . . 15.6 14.5 .. . . . . Prices arc compild 
from subsidy clainl 
statirticr. Different 
subidy for different 
fmiliser. 

Burma 6 9 / 7 0  

Taiwan 69'71, 

India 69:70 

. J a w  Gt 7 0  

Pakistan (&/tjc, 

Prices FOB on Plant. 
No subsidy. 

Prices at various points 
of delivery. 'l'herr 
ir cort-sharing arr- 
angement with far- 
mers wh~ch is not ron- 
3idrred FIIIJY~LI?..  

It would be seen from the table that the prices paid by fanaers for fertilimfs 
in India were about the highest in the world. 



4.21. A note furnished, at the Committee's instance, by the Department 
of Agriculture indicating the basis on which prices of fertilisers were fixed, 
is reproduced below : 

"Fertilisers distributed in lndia come from two sources-imports and 
indigenous production. All imported fertilisers are distributed 
through the Central Fertiliser Pool, operated by the Union 
Ministry of Agriculture and Irrigation, at uniform Pool Issue 
Prices. The mnximurn retail prices of imported its well as 
indigenously produced urea, ammonium sulphate and calcium 
ammonium nitrate are fixed under the Fertiliser Control Order. 
The prices of other indigenously produced fertilisers are not 
regulated under the Fertiliscr (Control) Order. The retail 
prices of fertilisers imported by the Government of lndia are 
made up of the Pool Issue Prices and the distribution margins. 
Potash is wholly imported and its price i s  regulated by this 
Ministry. 

The price of single Superphosphate is regulated at the Bctory level 
by the Fertiliser Association of India according to a formula 
which has been approvcd by the Government. This formula 
pernlits increase in prices and compels reduction in prices as the 
ptnces of raw materials like rock-phosphate and sulphur and 
packing material go u p  and down. 

T11e prices of other fertilisers like NPs and NPK complex are n a  
regulated under the Law. The manufacturers have been 
pricing them according to the cost of production and the capa- 
city of the market to pa! the prices. But the steady prices of 
imported Di-ammonium Phosphate and NPK fertilisers fwd 
h!. thc Government influence the prices of othcr fertilisers. 

In tixing thc h d  Issue Prices for importcd fcrtilisers. the following 
factors are generally taken into account: 

( i  1 ( a )  The cost of purchase of the materiai from various sowes. 
(hl  1)cp;rrtmental Charges levied by the Purchasing Organisa- 

tions. 

( C )  Ocean freight in respect d imported fertilisen. 

( d )  Customs duty. 

( e )  Handling charges at the pons and godowns 

( f )  Cost of bags. 

[g) Establishment charges payable to handling agents. 



(h)  lnternal wwpurt cha~ges. ' 
(i) incidental charges. 

(ii) Need to promote the use of a particular fertil isa d the paying 
capacity of farmer. 

;(iii) The plant nutrient contents. 
The Pool is supposed to operate on the principle of .No protit N o  

loss' but this conccpt also applies to the total operation of the 
pool and not to the individual fertiliscrs. 

While the =ononlic cost (No  profit No lobs (price) crf imported 
fertilisers is worked out on the basis indicated in para t i )  h v e ,  
the actual Pool lssuc Pricc is depender~t on factors enurncrated 
in (ii)  and (iii 1. It has been thc endca \w~r  of t k  Govern- 
ment to fix tht. Pool Issue Priccs and thc retail price% as low 
as possible. I t  also equaliscs the transport cost to the nc'uest 
railhead so that farmer\ in dislant pl:icc\ do  not h:we t o  p:~y 
more. 

Certain other items of cxpcnditure arc incurred by thc ;ilIottet! on 
handling and distribution beforc the fertiliscrs reach consumers. 
These are on acocunt of ( a )  administrative costs, (b)  internal 
transport cost from railhead destination, ( c )  loading and un- 
loading costs. ( d )  finmcc charges ctc. For this purpose, 
distribution margins are allowed to hc. added to the Pool 
prices hefoi-c the fertilisers arc sold t c l  the consumefs." 

4.22. On the Committee pointing out during cvidence that while the 
prices of im~or t cd  fertiliscrs alone were fixed by Government. there appeared 
to be no control on the prices of domestic manufacturers. leading often to 
very I. Jgh prices being chargcd, the Joint Secretary ( Inputs), Department 
of .4_ericulture statrd: 

"On imported ftxtiliscrs. all prices arc fixcd by Govcrnmcnt. On 
the three major nitrogenous fertilisers. IJrca. CAN and aninlo- 
nium zulphate there is statutory pricc control which applic, at 
the retail point for both imported as well as indigenous. For 
the rest of the fertilism which ;ire produced indigenously, 
there is no control by Govemmcnt. But it is our impression 
that the pool prices have an effccl on thcm. We import many 
of these same types of fertilisers and the quantitics ;ire so 
sizable that i t  does h a w  an cffcct on the prices of the indi- 
genousl y manufactured fcrtiliscrs. For instance. wc import 
large quantities of DAP. The prices : re  controlled and the 
quantities arc so largc that the indigenous manufacturer can- 
not afford to sell his n i m ~ f i ~ ~ t u r c  very much above the pool 

I 



prices. It may be mzuginaly above the pool prices. Generally, 
the pool prices have a regulatory effect. , 

. 
As regards the prices of other indigenom fertilisers ,which are not 

statutorily controlled, for example, single superphosphate, 
though there is no control by Government, there is a formula 
which is regulated by the Fertiliser Association of India. So 
there is some s a t t  of control on single superphosphate manu- 
factured in the country. But the main thing is that because the 
retail prices of the imported commodities are controlled, it helps 
to regulate or keep within control the prices charged for similar 
products produced within the country." 

T o  another observation of the Committee in the context that the experience 
o f  the farmers was that prices of domestic fertilisers had almost troubled in 
recent times, the witness replied: 

"If '  i t  is a qucstion of the three statutorily controlled fertilisers, Urea, 
CAN and ammonium sulphate. during the period of shatage 
when there have been attempts to indulge in blackmarketing, 
State Governments have been given full powers to prosecute 
any dcalcrs who indulge in blackmnrketing. Several cases have 
been reported and the industq also has co-oprated by cancel- 
ling the licences of dealers indulging in such malpractices. 

Now the p i t i o n  is that there is so much fertiliser available that 
there is practically no complaint. at least of unreasonable pri- 
or blackmarketing of fertilisers even in respect of the three 
statutorily controlled fertilisers." 

3.23. The observations of the Estimates Committee ( 1972-73 ), c a -  
tained in paragraph 3.104 of their 40th Report (Rfth I..ok Sabha) are 
relevant in this contcxt and these are reproduced below: 

"At present, thc Central Government have no wparate organisation 
or procedure to keep watch on the prices at which fenilisers are 
actuallv available to thc farmers at the field level. Reliance is 
placed on the State Governments to report the existence of 
blackmarketing in respct of fcrtilisrrs the prices of which are 
controlled Besides. according to Government. the cooperatives 
through which thc pool fertilisers are chanalised are expected 
to observe the price discipline. The Committee feel that here 
ic need for the collection of price data at r eg l a r  intervals either 
independently or through thc machinery of the Stat? Govern- 
ment so that the Government are aware as to whether the'con- 
trolled prices are actually being chaqed from the farmers; and 
alsc, of the trend in the *price5 of noncontrdled varieties of 



fertilh.  The Committee, therefore, reconmend that Govern- 
ment should devise suitable machinery and/or procedure for 
the purpose of collection of price data for taking such remedial 
action as may be necessary." 

in res?>ollSe to these recommendations, the Ministry of Petroleum 
and Chemicals had informed the Estimates Committee 
( 1973-74) as follows : 

"The fecommendatiou of the Committee is acceptable to Govern- 
ment in principle. The State Governments are being requested 
to give periodically the prevailing market prices of all fertilisers. 
whether controlled or uncontrolled. The State Governments 
would collect this information through their Fertiliser Inspectors 
appointed under the Fertiliser (Control) Order, 1957 who are 
entrusted with the implementation of the Order at thc Field 
level. * 

4.24. As stated earlier in Chapter 11 of this Report, the Committee were 
mformed by the Department of Supply and the Minerals and Metals Trading 
Conporation that when world prices of fertilisers began to fall in 1975, the 
contract. concluded earlier for supply of fenilisers during 1975 were 
mnegotiated, resulting in considerable savings. Thc total benefit accruing 
to the Central Fertiliser Pool as a result of these renegotiations, during the 
pied from April 1975 to July 1975, had been estimated at Rs. 105.53 
crores. It would further be seen from the details in Appendix XV that the 
savings on account of revision of contract prices were Rs. 15 crores and 
Rs. 11.5 crores in respect of supplies from Poland and USSR. Similarly, 
a saving of Rs. 2.46 crores had resulted following re-negotiation of prices 
m respect of supplies from Romania. The following tables indicatc, in 
brief, the details d the reduction obtained in respect of contracts concluded 
by the Minerals and Metals Trading Corporation: 

Quiwtity in M rtric Tor:nrs 
Prim in Dollar* prr MT 

- ---- -- ---- - 
Qumity Price 

---. - -. .------ --.- - ---- 
P o l d  

Uno 
~ ~ n t l r c t  ( I 5-2- 19751 . . 1,&,000 354.00 FOB 

Rtvioedconm . . . . . .  . rl&.ooot 2 4 2 . ~ 1  FOB 

Gw 
Original contract (15-2-1975) . . . . . W , m  r 70.00 FOB 
R e v i d  con& . . 6.oooft 116.00 FOR --.... --.--- 

*Ehmata Committee (197374), 45tb Rcport (5 LS), December 1973. p. 19. 
tlDciuda a quantity of w.000 MT of CAN eonwned into Urea. 

t t t ) u c  of rbo bpl.nrr quadty of 93,000 MT, 27,000 MT converted into Urea. 



Quantity in Metric ' h n m  
Price in R~rpn.. per MT 

- .- . .-- -.- - -  - .- - -- . - - - - 

uantity in Metric Tonncs 
Wiir in nu- p r  MT 

CAN 
Orig~nd contract 15- u- 1974, . . 75.m~) 2595' oo 

Rcvi~cd contract . x,.ooo 928- 00 

A similar position emerges in respect of contracts concluded by the Depart- 
ment of Supply. 

4.25. The Committee learnt th;tt the cultivators' prices of fertilisers had 
to be revised upwards rather steeply with effect from 1 June, 1974 as a.  
result of abnormally high prices in the international market, increased ocean 
freight and increased cost of production of the indigenously ,produced ferti- 
l ixrs  on account of the overall increase in prices of raw materials, operating 
costs, etc. Asked. during evidence. to indicate the extent to which prices 
had been reduced subsequently. the Joint Secretary (Inputs). Department 
of Agriculture replied : 

"llrea-from Rs. 2.oW to Rs. 1850. Punmonium sulphate, we. 
have not changed the price. CAN-from 1 145 to 1060. 
Ammonium sulphate Nitrate- 1 145 lo 1060." 

Pointing out. in. this context. that while the .price of Urea imponed from 
Poland had been re-negotiated from US Dollars 354 per MT to US Dollars 



242 
242 p r  MT (representing a reduction of little more than Rs. 800), the 
cultivators' prices of Urea had been reduced only by Rs. 150 per MT, the 
Committee desired to know why the advantage derived from re-negotiation 
of prices had not been passcd on to the cultivators. The Joint Secretary 
(Inputs), Dapartment of Agriculture, stated: 

"We are getting imported fertiliscr from several sources and the 
prices of all of them have not been reduccd. Many of the 
stocks have already come in. Tllc re-negotiat;on came only for 
further shipments to be made." 

She statcd further: 

"We had to keep in view the quantity o f  fertilisers which had arrived 
in the country for which priccs had been paid at a higher rate. 
The re-negotiations applied to thc shipments which had yet to 
be made and which was only a small quantity. 

IJrca had been purchased from eight o r  ninc different sources where 
different rates were negotiated. We pooled prsvious ,prices of 
the old shipments as well as thc new shipments and worked 
out the total cost. .4ftr: pricc rrduction in Urea the landed 
cost comes t o  Rs. 1200 on :In ;wcragc. For Urea we will h a w  
to add handling charges. customs dut!.. We had to work out 
total economics of imponcd fcrtiliscrs and as you would have 
seen price reductions were rznnounced. Wc had to reduce the 
cost of production of the indigenous manufacturers which 
meant reduction in the :roo1 acquisition charge by a small 
amount. Thcn we had to incrcxe distribution margin. Wc 
had to conipensate for the stocks already held b y  the co- 
operatives and other agencies at the tirnc of thc price change. 
After taking into account :dl thcsr and aftcr the price reduction 
was announcrd. in thr pcwl there was ;I rlcficit of Rs. 170 
crores." 

Elahrat ing the position. the Additional Secretary. Ilepartmcnt of Agricul- 
ture. stated: 

".4ctually Ciovcrnment was paying very much rnorc for the fertilisers 
which Government had to import. Even thc u l c  at Rs. 2.000 
resulted in :r loss of R4. 298 crorc4. Mic nevcr thoupht of pas41ng 
it (the loss) on to the farmer. We knew already that they would 
never h a w  recovcred had we passed on the loss to them. We 
went to the Cabinet and fought for ensuring that it never went 
k;ond Rs. 2.000. Later on thanks to the negotiations and the 
change in the international market, the ~priccs came down. So 
keeping in vicw the overall cost cvcn aftcr these reductions, the 



retail price which we have fixed is Rs. 1850. We make it a 
point to see that burden is made as little as possible, knowing 
the condition of the poor farmer who cannot afford to pay any- 
thing more than a reasonable price. At the same time, a view 
has been expressed by various quarters including the Finance 
Ministry that, if in the black market they were willing to pay 
more than Rs. 2000 or 3000 for urea, why should not the benefit 
go to the public exchequer? If  1 may say so without casting 
itny reflection on the orher departments, with prc'lt difficulty we 
were aMe to secure cven this rcduction. If we had defaulted 
in making efforts. thc price would have reniained at Rs. 2000." 

4.26. Askcd whether it was Govurnmcnt's policy to make good earlier 
losses in fertiljser distribution at the expcnsc o f  thc Indian farmer. the 
witness rcplied : 

"Otherwise wc werc informed that i t  would upsct the entire budge! 
of the Government of India. You are as keen as anybody else 
to see that our cconomy is not thrown out of pear and there is 
no inflation. These were the various consideixitions. In fact, 
evcn ttday we havc to niect a deficit of RF. 170 cr6res." 

Hc added: . 
"In fact, we will welcornc an! rsommcndation from this Committec 

which will strengthen our hand\ in this regard." 

The Secretary, Department of Fcrtilisers & ChemicJs ctatcd in this context 
as follows: 

"1 was also ri mernhcr of the Committec of Secretaries which went 
into the question of pricing this venr. Nothins has been d m e  
which has not heen done in the past ycars. There is a principle 
under which the Indian farmer will pay a pooled price which 
is worked out cvcry year depending up011 the price paid t o  the 
indignous producer and the imported ~ r i c c .  Every year a 
calculation is niade and a h;~l:incc is struck. 1T:lving done this. 
thc pool was > t i l l  losing whic.11 mcanz the bnlancc was not 
r~dequately struck. The farmer \vns at no stage e x w e d  to the 1 crratjc nature of international prices. When rhe prices went 
up in the international market, it w ; ~ s  not paqsed on t o  the 
farmers. Had that been done. you can say that when there ' 
is :r dccline the benefit shodd bc passed on to the farmers. This 
year the calculation indicates that there is an average price 
which the pod today is actuallv paying to the indigenous prices. 



to the stock in the pool and to the new stocks coming at reduced 
prices. Even now the goo1 has not cut even and will be losing 
Rs. 170 crores." 

4.27. Explaining the reasons for not reducing further the cultivators' 
picas, a representative of the Finance Ministry stated in evidence: 

"It will not be possible to pass on the benefit now. The fertiliwrs 
that are being distributed now are those which were contracted 
about, say. one year hack and which had k e n  purchased at n 
higher price. I have before mc a statement showing the prices 
that had been paid during this year for imported quantity and 
the prices that we will bc realising by way of recovery from 
the farmers. .4s far as Urea is concerned, the quantity which 
is being distributed to the farmers this year has actually been 
purchased at r i  price of abol~r Rs. 2400 per hfl' c.i.f. Wc 
were selling the same at Rs. 1920 and now it has been reduced 
further." 

SuppIemeating this information. the Joint Secretary (Inputs), Department 
of Apiculture added : 

"At present there is no subsidy to the farmer on the price 01 fertiliser. 
We have recently increased the commission of the distributors. 
With all thew things. the Central Fertiliser Pool which deals 
with the imported fertiliser will certainty lose Rs. 170 crores 
which is the extent of the subsidy. Strictly speaking. wc could 
have passed that on to the farmers but we had not. 1t.e ;lrc 
taking this Rs. 170 crores worth of deficit as indirecl subsidy 
to the farmers. We must understand that it was not :~v:~ilablc. 
on all the quantities which were contracted. A Member was 
quoting the reduction of price by Poland. We have worked 
out the exact quantities and worked out the final balance-sheet 
aad we found that the Pool would lose Rs. i 70 crorcs. The 
Government of India consciously took the decision that even 
with this deficit we should reduce it and that is why the reduc- 
tion was made. Rs. 170 crores is the subsidy now being given 
to the farmers on fertiliser. A fall in the international markel 
price will be reflected. if possible. in the next year's purchase." 

3hc added: 
"As far as the Miqistry of Agriculture is concerned, wc review the 

price at kast  once a year to see whether it is possible to reduce 
the price or  not. If the import price falls. next year we can 
consider whether we can reduce the price." 



4.28. A note furnished subsequently in this xegard, at the Committed6 
instance, by the Department of Agriculture, is reproduced below: 

"The total benefit which the Central Fertiliser Pool received as a 
result of the renegotiation of various contracts during the period 
from April 1975 to July 1975, has been estimated at Rs. 105.53 
mres  ( vide details indicated in Appendix XV ) . Consequent 
upon the renegotiation of contracts, a total benefit of Rs. 67.22 
crores was passed on to the cultivators through reduction in the 
Pool issue prices of the Pool fertilisers, through reduction in the 
statutorily fixed prices of indigenously-produced urea, ammonium 
Sulphate and CAN and through compensation to Co-operatives, 
State Governments, Indian Potash and other institutional 
agencies for stocks held by them on thc date of price revision 
so as to enable them to sell the fertilisers at reduced prices. 
In addition to this, iks a result of the increase in distriiution 
niargins payable to the distributors of fertilisers without a 
corresponding increasc in the retail prices, an additional expendi- 
ture of RI. 14.94 crorcs is estimated during 1975-76. A fur- 
ther expcliditure of' Us. 27.27 crorcs i.; estimated on account 
of the increasc i n  fair delivery prices of manufacturers of 
urea. ammonium sulphate a~ id  CAN. As a result of all these 
changes. it has been estimated that thc Centwl Fertilicc:. Pool 
would incur ;I dcficit of : t h ~  RI. 180 crores durins the year 
1975-76." 

4.29. Asked whcthcr t h ~  incligzn,~u\ n i a n u S ~ t u r c r ~  of frrtilisers were 
being s~rbsidiscd by (iovt'rnmcnt i n  :In! ni;lnner. and i f  so. what was the 
quantum of subid! paid. thc S:.-mar!. I>c-:trtnicnt of F:.rtilisers & Chemi- 
cals replied : 

"Thcre is a mimmcc.ption. 11 is thc indigenou- producers who are 
suhsidising thc imposts tCK13!-. Thc indigenous producers 
are getting an amount of Rs. 1 1  8 3  pcr tonnc. of urea today 
whcreas thc sale price to the f~trmer is Rs. 1850. The difference 
goes iis excise duty. dealers' marginal and contribution of the 
indigenous producers to the pool to enable Government to pav 
for the higher cost of imported fcrtilisers." 

4.30 Sincc it had bcw 41:llcd that cven i~fter rc-nceoti:~tion of the con- 
tracts resulting in considerable savings. the loss to the Central Fertiliscr 
pool had h x n  computed at RI 170 crores. thc Cornniittct' desired to  know 
the basis for this computation and the mechanic.; o f  proiection of the figures 
refisted in this regard in the Budget E5tim:lte.;. 4 note furnished bv the 
Department of Agriculture in this regird is re;roduced in Appendix XVI. 



4.31. At the Committee's instance, the Depattment of Agdculture also, 
furnished a note indicating the concrete and specific measures taken by 
G&&m&nt to b&g down the prices arid to prevent hoarding of fertilisers 
by profiteers and black-marketeers, which is repduced in Appendix XVII. 
P e  lkpr t rnent  of Agriculture have furnished the following statement* 
indicating the retail prices of some of the major imported fertilizers as they 
existed cm 1 June 1974 and the reductions effected thereafter: 

Rs. Per tonne 
- -~ -. . .- . . ... . -. . . .... - 

Total 
Name of Fertilbrr RcW r d u c -  

Urea . . 

4.32. The Committc: understood from reports appearing in c-crtain 
sections 11f the press*' that Government had set up a Fertiliser Pries Con1- 
mittee. tc! evolvr a fcrtiliser pricing policy, which would ensur: ";I fair rcturn 
on a sustained basis for the investment made in the indus:rji", hcadcd by 
Shri S. S. Marathe, Chairman of the Bureau of Industrial Costs and Prices 
and with eleven other members, including reprcsentalives of the Planning 
Commission, Ministries of Petroleum. Chemicals and Fertiliscrs. Agriculture 



ad@ tbc fertilietr illldustry. The Terms of Reference of the Committee were 
reported to include the following : 

(1) To evolve the norms for determining the production costs in the 
verioua .fertiliaer uaits, including the return on capital, which 
will make investment in the industry attractive. 

(2) To suggest, with due regard to the feed stock used, vintage of 
piants ' h d  other constraints to production, the retention prices 
for different units in operation and those likely to be commis- 
sioned during the Fifth Plan, which will give a fair rate of 
return. 

(3) To examine the cost of feedstock and dther major inputs at diffc- 
rent fertiliser factories and suggest wfre&er the priccs of the 
feedstocks and inputs need to be rationalised. 

(4) To suggest a formula for revising the manufacturers' ex-facton 
realisation, plant-wise, from factory time to time, consequenl 
upon any increase or decrease in the cost of major inputs. 

( 5 )  To evolve a policy lor pricing of the imparted fertilisers in rela- 
tion to cost of imports, the nutrient content and the price ol 
indigenous fertilisers of similar grades. 

( 6 )  To consider any other matter which may be related to or have 
a hearing on the issues mentioned above. 

4.33. Apart from assessing in a realistic and scienlitic manner the 
refpirements of fertilbers md evolving a sound and rational import pdtcy 
which would enable porchawes being made at the proper time and at tLu 
most advantageous prices, it is equally important to ensure that tlre available 
fertilisers reach the farmers when most required. Thus. in  ti^ context of sap 
lie* being far from regular on account of shortfalls in indigenous production 
and uncertainties of purchases from abroad in a violently fluctuating mar- 
ket, and the difficulties known to be faced by the average Indian farmer in 
ahtaining in time and at reawnable prices fertilisers of the requisite quality'. 

proper and equitable di ibot ion and pricing of fertilisers assrwe great 
mignificanw As mgn& the arrangements tbst exist for ensuring the timew 
and equitable disMbution a d  pricing of fertilisers. the Committee have 
heen informe4 that internal arrangements for the distribution of Poel fed- 
lisers dthin a State are tbe responsibility of tthe Sate Governmeut concerned 
and that from July 1972, the distribution of fertilisen is reffuWd under 
the Essential Commudities Act while tbo rtusl distribution is molaitord by 
the State Govcmmedts in hnns of the coonli.sted suppl~ plans draw* up by 
the tkpwhnent crt Agrkdtum fm P o d  feltilisem as well a- btdigenous 
manofochnrm of fertilisers. The Committee also understand that tbe entire 
quantity of Pod CertUisers  which constitute roq@ly 50 per cent of the to ld  



amllrbility) rlld .boot 60 per cent of the domestic production are disLributal 
tbrollgb public institntionsliped c h e l s  like cooperatives over whicb the 
State Govmments exercise control mad that even in respect of the bPlucr 
quantity. the d i s t r i c t s / m  where tbe fertilisers an to be supplied can k 
decided by the !&ate Governments concerned, altbougb the actual marketiag 
may be done through private distributors of the domestic mano2ucturers. The 
entire ftrtiliser distribution within a State in the context of areas and priori- 
ties b tblEP ullder the control of tbe State Governments. 

4.34- Tbcae apparently elaborate rurangcment~ n o t w b t p n w  tLe 
C o m e  are dombfful whether the machhrvy that hitherto, existed rrr 
*& of equipped for t ack i i i  situations arising from short- 
.* of fedbers and scPrcity conditions and wbetkr tbe distribution mecha- 
nism PC-y worked satisfactorily to the farmer's benetit particularly d m  
1972-74 rPben there ws an acute sbortage of fertilisem in the country wilh 
overan availobn@ both from indigenous and imported sources Wig far 
sboH of the total requirements. It is well known that the common complaint 
of tbt fuwr dnrf.g tbis period was that f d i r s  were not rwdily avail- 
d& and in adeqmte quantities during the peak seasons of consumptioll when 
lbey were actually required. Admittedly, some State Governments. in a time 
of scarcity, merely resorted to a mechanical "mathematical distribution" by 
dividing tbt total qrmatity of fertilisers available by the acreage. as a resdt 
of which fanners accustomed to using high doses of fertilisers, as in Andbra 
Pradesh, got hardly 4 to 5 kilogrammes of fertilisers for an acre of paddy. 
It a b  appears that many of the State Governments had introduced a card/ 
permit system which, according to the representative of the Department of 
.Qgriculture, led to "some amount of malpractices" and acted "more as a 
bottleneck than as a help." I k  Department's representative was also candid 
emugh to admit during evidence that in the past when there was an acute 
scarcity. fertilisers were being sold in the black market at n premium as 
result of which there was no need for any aggressive marketing at all, n d  
that in Andbra Radesh, despite arrangements made to divert fertilisers from 
State  wbere there was less demand an account of drought, a black markd 
in fertilisers flourished till tbe end of 1974 as there was a brisk demand from 
gmwers of cotton, tobacco and other commercial crops. 

4.35. The Department of Agriculture have, however, informed the Com- 
miltee that tbese were now thing of the past and that as a result of better 
i n d i a o o s  production. improved imports, which were coming according to 
scbcdnle and in some cases even in advance of scbedule leading to better 
noailability of f d s e r s ,  tbe p i t i o n  waq much better thna in 1974. Accord- 
hg to the Department. tbe factors inbi t ing proper distribution of fertiliscn 
'bave been identified and a number of corrective measures like (i) building 
up s i d l e  b d e r  stocks of Pool fertiliser to guard against 8 b o r t . g ~ ~ ~  (U) 
depphg mp of domestic ptoduction, (Ui) locatioa of W e r  stocks near 

tames, Q d o d o n  L prices of ter(ULm, (v) rationmlhtiom 



af  and advance programming for movement of imported add domestic ferti- 
lisers, etc., have been taken in recent times to ensure availability of fertilisers 
adequately and in time to the State Government agencies and cultivators. 
Wtb  tbese measures as  well as tbe withdrawal of the card/pwmit system 
for distribution of fertilisers, it was hoped that the phenomenon of the past 
would not recur in the coming qears. 

4.36. While these are, no doubt, steps in the right direction, it would 
appear that a lot more needs to be done to streamline the procedures in 
times of scarcity so as to ensure that the farmers, particularly the smaU and 
marginal farmers with their meagre resources, get their input requirements 
in  time. Apart from reviewing urgently whether the existing channel$ of distri- 
bution are adequately equipped to reach the small farmers in the remote areas 
of the co,untry and to react quickly and effectively in times of scarcity. and 
taking all necessary remedial measures in this regard, the actual performance 
of tho existing machinery for the disfribution of fertilisers should also he 
consfantly monitored to ensure its smooth and efficient fuactioaii?g and to 
srlfeguard against the situation of serious shortages whkh developed in 
1972-73 and continued till the first half of 1974 much to the disadvanfage 
of the peasants. The functioning of the insti!utionalised channel3 like coope- 
ratives, agm-service centres, etc. should be contii~uously w a t c h d  and steps 
fnkrn to ensure, as has also been pointed out hy thc Estim:ttcs Committee 
(1972-73) in paragraph 3.54 of their 40th Report (Fit% Lnk Sahhsl, that 
thl! coopcrstives do not hccomc merely an infermediate s;!rn.:!. distributing 
lcriilisers through private traders. but provide bcttcr a d  i . t f~r : i i .~  ser~ice to 
the need! farmers. The cooper;rtke strucii~re ~ h o t ~ l d  i l : ~ < )  be +trrfia,ri?cned 
hot11 orp:misi~ticinall! and finmcially tci  cnahie it la Lake up a k r t c r  %hare of 
the fertiliscr business and to mtinnalise the loc2'ion cf i t?  rr".lil &pots so as 
nof Icnvc out remote or inac.cesslblt~ areas. 'ieccwiry infrrt?rractitrnl f o c i l i h  
like godowns, transport vehicle$. trained personnel. etc. : ~ l w  need tn be 
pro;ided in a larger mcos,!rc than before, if the problcrn of m;diir,r avaiiahle 
fortilisers in adequafc quantities and in tinw f.3 the formc'ru is to bt. tackled 
r.lfcctivpl\,. ~ h p  present ~ y ~ ~ i t i o n  in Tert;liscrs v . ~ t T ! ) ~ l i  t h ~  necewr9  

and time f o  revamp fhe distribn!inn $!stem and the ~ornwitlre 
truh( titat fhr Central Gcryernnaent, in ~Onsultrltic!n wit!, th2 State COvern- 
men:$, rvill take 1111 necewan steps in thi.s hehalf. 

1.37. Strenn,thening of the distribufiorl machinery alonc wodd not pro- 
duct* the desired results unless corresponding steps srp taken simulranecruslv 
to *cisist the weaker sections of the farming commrlnity to obtain tinld? 
cre& for purchase of fertilisers, Admittedly. one of the fftrtfrrs influencing 
thc otT-take of fertilisers is the inadepuncy of credit facilities. nMt the 
Committee note that efforts have been madc to remove this constr~int by 
making available a&Iitinnal short-tern15 iosns to the Stiltp ~ o ~ e r n m ~ n t s  in 
the Rtrdgct for 1975-76 for the purpose. intcr nl la .  of granting loans lo the 
2434 L-S-17. 



farmers for the punrhase of fertilisers and otber inputs over and above 
the normal provision or grant of such loans in the State budgets, relaxing 
conditions for advancement of cooperative loans, etc., they would urge Gov- 
ernment to keep the arrangements for the provisien of credit to tbe farmers, 
particularly those belonging to the weaker sections, under close and conti- 
nuous review and take prompt and appropriate remedial measures whenever 
deficiencies come to ligbt. 

3.38. Yet another aspect requiring constant attention and monitoring is 
thc quality of fertilisers actually supplied to the farmers. While admitting 
that in times of shortage. many cases of adulteration of fertilisers took place 
in the distribution system, the representative of the Uepartment of Agri- 
culture informed the Committee during evidence that the regulatory machi- 
nery for curbing adulteration and other malpractices had been tigbttned to 
a considerable extent and sufficieat powers vested with the State Govern- 
ments to draw samples at any stage of distribution of fertillisers and to 
prosecute offenders. It, however, appears that on account of linancial 
constraints which have come in the way of appointing staff exclusi\cly for 
quality control, many State Governments have not been in a position to 
effectively monitor and exercise better checks over the quality of fertiliser 
actualiy supplied to the farmers. This deficiencv has been sought to be 
remedied by including a scheme in the Fifth Plan for asqisling the State 
Governments in appointing one input lnspertor practically per di\trict ex- 
clusively to draw samples and to prosecute offenders. Apart from rendering 
all necessary nssistmce to the State Governments in this rqdrd. the Commit- 
tee would nlso urge Government to ensure the provision of adequate 
testing facilitieq and quality control laboratories and develop quick niethods 
for spot-detection of malpractices. The esbting enforcement machinery 
needs also to be tightened with a view to ensuring that un-scrupulous 
dealers who indulge in various malpractices like adsltcratitsn, dilution, 
short weighment, etc. of fertilisers are proceeded ajiainst promptl3- and 
dealt with sternly. 

4.39. As regards pricing of fertilisers, the Committee are concerned to 
note that tbe prices paid by Indian farmers are about the hiphest in the World 
and admittedly the cultivators' resistance to the increases affected in prices 
of fertilisers with effect from 1 lone 1974. on account oi al)normally high 
prices in tbe international market. increased ocean freigbt and increased cost 
of production of the ind@enouslg produced fertiliscrs attributable to overall 
increase in prices of raw materials, operating cost, etc , affected the off-take 
of fertilisers during 1974-75 leading to tbe downward revidon of prices In 
July 1975 and December 1975. With effect from 16 March 1976 Govern- 
ment introduced r Scheme of subsidy at the rate of Rs. 1250 per tonne on 
phosphatic fertilisers wbkh was meant to be passed on by tbc domestic 
manufacturers concerned to the farmers by way of reduction in prices. The 



prices of feztillsers were also reduced again with effect from 20 April 1976 
and again on 8 February 1977. The Committee have been informed in this 
connection that all imported fertilisers are distributed through tbe Central 
Fertiliser Pool, which o,perates on a 'no profit no loss' principle, at tmiform 
Pool issue prices and that while 'the prices of the three major nitrogeaous 
ffrtilisers Urea, CAN and ammonium sulphate are controlled statutorily, both 
in respect of imported and indigenous fertilisers, undcr the Ferfiliser (Con- 
trol) Order, there is no control by Government on the prices of other iodie- 
nouslp produced fertilisers. However, in respect of fertilisers the prices of 
which are not statutorily controlled, the Pool prices of imported fertilisers 
influence thcse prices and have a somewhat regulatory effect. The Depart- 
ment of Agriculture have also assured the Committee that it has always been 
Government's endeavour to fix the Pool issue prices snd the retail prices of 
fertilisers as low as possible and that a number of measures have been 
talien by Government in recent times to bring down the prices of fertilisers. 

4.40. While the Committee are also not unwilling to concede that the 
pricing p!ic,- has to take into account the total economic of imported 
iertilisers as well as of indigenous production and a drastic reduction in 
priccs arwld be difficult. they would urge Government to keep the position 
ondcr review and ensure that the pricing policy of iertiliscrs is invariably 
directed towards making this vital input available at reasonable prices. XOW 
th:lt the prices of impo&d fertilisers have iallen substantiaity and adequate 
buffer stockc are also k ing  built up so as to provide the crmntry with a strong 
bargaining base in the international market, it should not be too difficult to 
p w ~  on the hcncfits accruing therefrom to the cultivator. Besides it should 
also be possible to effect economier in indigrnous productio;~ and to lake 
effective and c.anclusiw steps to ensure the highest possible levels of capacity 
utilisiition in the public sector fcrti1ist.r piants and thereby reduce produc- 
tion costs 'I he Contmitlcr  odd a h  urge Cor.crnment to examine the 
feusibilit? of reducing the priccs of fertiliscr\ further in the overall interest of 
the count? to increase the production of foodgrains. What is. therefore, 
required is an integrated appronrh lo the entire question and not piece 
meal nnd ad hoc solutions. 

4.41. In this context, the Committee understand lhat a Fertiliser Prices 
Contmit!ce (Marnthe Committee) has hecn constitutcd by Government to 
evolve a fertiliser priciily! policy which would ensure r fair return on a 
swsfained basis for the investmenf made in the industry sad that this Com- 
mittee was also to evolve, inter dia .  n policy for pricing of im~ortcd fertili- 
sers in relation to cost of imports, nutrient content and the price of indi- 
genous fertilisers of similar grades and to suggest retention priccs for diffe- 
rent domestic units in operation and those likely to be commissioned during 
the Fifth Plan, which will give a fnir rntc of return. The Ct~rnmnitke woold 
like to be apprised, in some detail, of the findings of !he hlarathe Committee 
and thc specific action taken by Government in pursuance thereof. 



CHAPTER V 

TOWARDS SELF-RELIANCE IN FERTILISERS 
5.1. The uqc of chemical fertilisers in agriculture is now almost a 

matter of history. The earliest chemical product to be manufactured in 
India as a fertiliser, as early as in 1906, was super-phosphate. Fertiliser 
mixtures, which sought to provide a combination of nutricnls, followed 
thereafter and the nitrogenous fertiliser, ammonium sulphate? was first 
obtained as a bye-product of the steel industry in 1933 and later as a 
manufactured product in 1910. This marked the beginning of thc chcmi- 
cal fertiliser industry in India. to brt followed. in 1913. by the conception, 
under th2 shadow of the Bcnfa: Fxnhc. of thc firs: pub!\\: sector fertili- 
ser factory at Sindri (the Sindri pl:lnt was. in fact. India's first nublic 
undertak1.q). inauguratill which Pandit Jawah::rial Nehru staisd: "1-hc 
places are the ncw tcinplcs to Ivhich tfic Indi:ii! ptoplc tsiil undertake 
pilgrima~cs <!:I!.." Sime :hi;-:! hear5 hasc pafwd since tilesc pro- 
phetic w ~ r c l s  were u!!crcd and thc ind1g~11ws i ~ r t ~ l i w  i i l j ~ ~ t l . ! .  has. un- 
doubtedi!.. made rapid s!ridss :,nJ ire. p . b i . r h  rat;. 11.1c h w n  stcady. rc- 
gistermg an increasc frtlnl l .A,? !::'.I: ! m n .  \ ,,f nu!ri~.nt,; i r?  1960-6 1 to 
18.55 lalih ronncs of nutncn:. in i97F--6. H o \ Y ~ \ . c ~ .  ti!- rinmcstic pro- 
duction .3f fertillsers i s  yct t:, catch up n,i:h thc :ot:t! r q u i : ~ c r ~ ~ ~ ' n t $  of the 

. . agricultural sccror. ncccs<ltat~!q su!wantial ir?pcvt<. v..i~;:h work$:d out 
in 1974-75 to 51.78 ner :cnt of thc c(>il'.!t:nrtl<'i:. ::' i ~ i , ! ~ . ;  th: !::ip bct- 
ween demand and pro~iuction. 



Over the years, the development of the fertiliser industry has taken 
place in the public, the private and the ccmperative sectors. 
The extent of the progress registered by the industry can be 
gauged from the fact that, as against a capacity of about 5.48 
lakh tonnes of nitrogen in 1965-66 [the capacity develop- 
ed presently is about 22 lakh tonnes of nitrogen. During 
the same period, the capacity for production of phosphatic 
fertilisers (in terms of P205)] registered more than a two 
fold increase, i.e., from a level of about 2.28 lakh tonnes in 
1965-66 to about 5.6 lakh tonnes in 1974-75. 

The industry, which thus began in a small way, has marched over 
a wide front and produces presently a variety of fertilisers 
to suit different soil and crop conditions in the country. 
Considerable diversification and reorientation of the product 
mix has also tukcn place to keep pace with the changing 
agrinomical and techr~ological developments. Presently, as 
many as 19 large sized plants are in operation; these are in 
addition to :I numbcr of single super-phosphate units located 
in various part5 oi the country. The country has also 
embarked on n vcry large programme for capacity expan- 
sion. As a par; oi this programme. 21 projects are in 
ditfcrent stages of implementation; some more proposals for 
addition:ll capacity arc :dso expected to get finned up soon 
rind may he takcn up for implementation, depending, among 
other things, on the availability ot resources. With the com- 
pletion of all these projects under implementation and others 
approved for implcmmtation. the total capacity would rise 
to about 6.5 million ronnrs of nitrogen and 1.78 million 
tonnts of P 2 0 5 .  On the organisational side, there is a high 
level committee. of Secretaries in the Department of Ferti- 
lisers & Chemicals to oversee a11 matters rcliiting to develop- 
ment of additional capacity and optimisation of production 
in the operating units. AS 3 nodal qency the Committee 
givcs cornposits clearances in regard to Industrial Licensing, 
Capital Goods Clearance and Foreign Collaboration Appro- 
vals. 

The draft Fifth P1:m document envisages a capacity targct of about 
6 million tonnes 1978-79 :~nd a production target of 4 
million tonne$ of nitrogen. Because of the resources con- 
straint it has hccome necessary to rephase some of the these 
projects; as a result it is ncw excepted that production by 
1978-79 may hc about 3 nlillion tonnes of nitrogen and .Y 



million tonnes of P205. Since, however, the requirement of 
fertilisers by 1978-79 have been currently assessed at 5.2 
million tomes of nitrogen and 1.8 million tomes of P205, 
there would be a gap between the demand and ' indigenous 
availability and this may have to be bridged by imports to 
the extent possible. 

In any appraisal of the growth of our fertiliser industry, it would 
have to be appreciated that the industry is highly capital in- 
tensive with a long gestation period. A plant of standard 
size based on naphtha (i.e. with a capacity of 900 tonnes of 
ammonia per day) may cost about Rs. 130 crores; the capi- 
tal outlay would bc even more for a fuel oil or a coal based 
plant. The financial magnitudes involved are thus so large 
that private sector projects would have to lean very heavily 
on public financial institutions for the financial support nccd- 
ed by them. The funds available with such institutions are 
limited and would have to be deployed for developing the 
various sectors of the national economy. The public sector 
in this field already plays a dominant role and this trend would 
get cven more pronounced in the programme for expansion of 
fertiliser capacity. 

So far, the preferred feedstock for production of nitrogenous ferti- 
lisers has been naphtha. but since naphtha availability would 
not be adequate to sustain the propramme envisagd above, 
a policy decision has hcen taken that there should be maxi- 
mum diversification of the feedstock and that as far as possi- 
ble, fertiliser cnpncitt should be developed on other feedstock 
like heavier petroleum fractions and coal. The N:ingal 
Expansion. thc Sindri liltxiernisation, thc Bhatinda. Pnnipat 
and Haldia projects and a few of the projects in tho private 
sector are being based on fuel oil as the feedstock. In 
addition, three large sized coal based plants are coming at 
Talcher r Orisca 1, Ramagundam ( Andhra Pradesh ) and 
Korba (Madhy Pradcsh). Each of these coal plants has a 
capacity for production of 900 tonnes of ammonia per day 
or about half a million tonnes of urea pcr annum and would 
absorb about 1 million tonnes of coal per annum, plentiful 
supplies of which arc available over wide areas. 

Cmsiderablc progfess has been made in the developmcnt of 
facilities for design, engineering, fabrication, erection, commi- 
ssioning and operation of the fertiliser plants. In this con- 
text, external assistance is limitcd to supplies and serviccs not 



available in the country. Over the years, the country has 
also developed a wide enough and diversified industrial base 
geared especially to meet the specialised requirements of the 
fertiliser industry like high pressure vessels, pumps, heat ex- 
changers, etc. Special mention in this connection will have to - 
be made of the achievement of the Fertiliser Corporation 
of India in the field of catalysts. A number of catalysts requir- 
ed for the manufacture of fertilisers are now produced by the 
FCI on the basis of their own technology. As a result of 
all these efforts, the foreign exchange content in fertiliser 
plants has been brought down from the level of 55 to 60 per 
cent to about 30 to 35 per cent. 

The foregoing paragraphs attempt to bring out briefly the progress 
made by the fertiliser industr), in the public, the private and 
the coopcrativc sectors in the past few yeas  and the measure 
of success achicvcd towards reaching the goal of self-suffi- 
ciency in fertilisers. As already stated, this industry is in 
the 'core' scctor and it will be the constant endeavour of Gov- 
ernment to afford maximum assistance for the development 
of the industry keeping in view the resources position, tech- 
nological capabilities and other relevant factors." 

5.3. According to the information furnished by the Department of 
Fertilisers &; Chemicals. while 1 1  plants in operation in the public sector 
accountcd for an installed capacity of 11.16 lakh tonnes in terms of nitro- 
gen, one plant in the cooperative sector and 7 plants in the private sector 
accounted for an installed capacity of 1 1.16 lakhs tonnes in terms of 
nitrogen. A further quantity of 0.20 kakh tonnes of nitrogenous fertilisers 
could be obtained as a bye-product from the coke,'coke oven plant in the 
private and public sectors. Thus. the installed capacity for the produc- 
tion of nitrogenous fcrtiliscrs in respect of plants in operation works out 
to 21.96 lakh ronncs in  terms of nitrogen. Sirnjlarly. the total installed 
capacity in respect of phwphatic fertilisers is 6.87 lakh tonnes in terms of 
P,O,, of which 2.02 lnkh ronncs are contributed by the public sector, 3.58 
lakh tonnts by the private scctor and 1.27 lakh tonnes by the coopera- 
tive sector respcctivcly. Details of the plants in operation and their in- 
stalled capacity are indicated in Appendix NVIII. 

5.4. Dctails of the fertiliser projccts under implementation and approv- 
ed for implcmentntion were also furnished to the Committee by the De- 
partment of Fertiliscrs & Chemicals and these are indicated in the follow- 
ing statements: 



I .  Projvcts under implementation. 
(Capacity in '000 tomes of nubients) - 

Capacity 
Name of the Factory I 

P2O' -- N -- 
A. Projets in od~anced st0p.a of completion. 

(a) Public Ssctor. 
Barauni . . . . . . . . .  152 . . 
Samrup I1 . . . . . . . .  152 . . 
Khetri . . . . . . .  . . . . 90 

- - - Total all sccton. . 565 , 172 

S ~ i : , r  of Factory 
Capacity 

N P20, 

(a) Public S&t. 

Trombav** . . 
. . .  Talcber 

Ramagur~r~arn . 
Haldia . . .  
Gorakhpui Lp.rmion 
P m h i n I I .  . .  
Kurba . 
Sindr~ Rationalisation 
Sangat Expansion . 
Sindri Mdrrniiation . 
MFL. . 
Bhatinda . , . 
Trombay I\' . 
Panipat . 

(b) Pritatr Jector. 

(c) CD-oflrotif 6 Sector. 

~ & ~ m m w n e d  in June 1975 ~d under trial production. .* k bonlc-neckidp 



(Capacity In 'ooo tonnee of nutrients) 
- 

Capacity 
Name of the Factory 

N ~ 2 0 5  
. . _ _ _  

la) Plrb~iC Seetot. 

Mathura . . . . . . .  235 . . 
Paradeep . . . . . . . . .  345 300 
Trombay 130 . . 

b) Priuale Sector. 
. . . . . . .  Kota Expansion 315 ... 

Kakmada . . .  , . . . .  228 82 

(c) Cu-nperativc/JOint Sector. 
Maharashtra Co-op. Fertilisers & Che~iicals Ltd. . 51 . . 
CSFC Expansion . . 243 . . 
Karnataka State Ind*~strial 61 Investment Corpn. . . . 83 

. . . . .  Total all sectm '577 46; 

Thus, the total capacity of all the fertiliser plants m operation and of 
projects under implementation or approved/approved in principle for 
implementation works out 6.5 million tonnes in terms cE nitrogen and 
1.78 million tonnes in terms of P?O,. 

5.5. In reply to Unstarred Question No. 179 dated 9 March, 1976 on 
the progress made so far towards the achievement of self-sufficiency in 
tertilisers and khether Government were satisfied with the progress made 
by the fertiliscr factories in the country, the Deputy Minister in the Minis- 
try of Petrolcum Jr Chemicals. had stated: 

".A lnrpe-scale programme is under implemt.ntation in the pubiic, 
prlvate and cooperative sectors for augmenting the indigenous 
capacity for production of chemical fertilizers. The perfor- 
m;unce of the \arious units is continuously monitored and 
such measures. arc' neccssarp, are taken to overcome the 
various cvnstraints which ilre found to inhibit production and 
ensure their sa t i s iac to~ and eficient performance. As a 
result, thr. o\crall performance of the industry, in terms of 
~ap ,~s i ty  utilisatio~~. has improved very substantially. 

Furthcr, with the implementation of the above programme, the 
capacity. which presently stands at 25.09 1:tkh tonnes of 
nitrogen and 6.9 lakh tonnes of P,O,, is expected to go up 
to 65 lakh tonnes and 17 lakh tonnrs respectively. The in- 
creased production arising from substantial addition to capa- 



city, as  envisaged above, should help narrow appreciably the 
gap between demand and indigenous availability of fertilisers." 

5.6. As has been pointed out in paragraphs 1.13 and 1.14 of this R e  
port, there has been a substantial gap between the installed capacity of 
the indigenous fertiliser industry and its actual production. It would be 
seen from the table in paragraph 1.13 that while the capacity for the p r e  
duction of nitrogenous fertiliscrs had registered an increase of 126.4 per 
cent and 253.8 per cent respectively during the Third Plan and Fourth 
Plan periods, the actual production of nitrogenous fertilisers was only 40.5 
per cent of the available capacity in the last year of the Second Five Year 
Plan (1960-61), 42.5 pcr cent in the last year of the Third Five Year 
Ran ( 1965-66) and 54.6 pcr ccnt in the last year of the Fourth Plan 
period ( 1973-74). Similarly, in respect of phosphatic fertilisers also, while 
the available capacity had increased by 140.0 per cent and 145.6 per 
cent respcchvely during the Third and Fourth Plan periods, actual produc- 
tion was only 54.7 per cent of the available capacity in 1960-61. 48.7 
per cent in 1965-66 and 57.7 jxr cent in 1973-74. 

5.7. Reviewing the under-utilisation of the capacity of the fcrtili- 
ser plants in the public sector. the Estimates Committee (1972-73) had, 
in parapaph 2.86 of their 40th Report (Fifth Lok Sabha), observed, 
inter alia, as follows: 

"The Committee consider that it is nothing short of tragic that 
at a time when the country requires more and more fertilisers 
in order to step u 3 agricultural production to meet the re- 
quirements. the fer jliser plants in the public sector should not 
be able to produ c as per their installed capacity. In the 
case of single supe.;~hosphate, the production was 30 per cent 
in 1970-71 and 36 per cent in 1971-72. In the casc of 
phosphatic fertilisers. the production rose from 57 per ccnt 
in 1970-71 to 71 per cent in 1971-72. while in the cnsc of 
nitrogenous fertilisers. it rose from 57 per cent to 61 p r r  ccnt. 
During 1972-73. a slight improvement has been claimrd dur- 
ing the first half of the year. but the final position is un- 
likely to be much different particularly in view of the power 
cuts and industrial relations. The Committee see no reason 
why Government and the project authvities could not ac- 
celerate the pace of development. "Icy would like Gov- 
ernment to analyse, in detail. the reast ns for which each of 
the plants in the public sector has not been able to achieve 
production according to its full rated &pacity and to take 
concerted measures to achieve it by :I date to be specified in 
this behalf. The Committee need hardly stress that in carry- 



ing out the analysis and the follow-up action, the best techni- 
cal talent in the country should be utilised. The Committee 
would also suggest that the performance of each of these 
plants should be reviewed at a high level in the Government 
at least once in every quarter so that on-course remedial 
measures, as necessary, can be taken to achieve maximum 
production at the earliest." 

Again, in paragraphs I .22 to 1.24 of the Report, the Committee had 
observed : 

"1.22. The Committee are constrained to note that the net addi- 
tion of installed capacity for the production of fertilisers in 
the country during the Fourth Plan period is likely to be only 
13.99 lakh tonncs as against the original Plan target of 27.55 
lakh tonnes. According to rcvised estimates the annual pr* 
duction of fertilisers is likely to increase during the Plan period 
by 9.45 lakh tonncs only (from 7.55 lakh tonnes in 1968- 
69 to 17 lakh tonne5 in 1973-74) as against the original Plan 
target of an incrcasc by 26 3 5  lakh lonnes. Thus. with re- 
ference to the original plan targets. the achievements in the 
case of installed capxit j  and production are likely to be only 
51 per ce.nt and 36 per cent respectively. Sizeable shortfalls 
have similarly been noticed in the achievement of financial 
targcts covcring expcndrturc on public sector projects. The 
Committee also note that to cover up the sizenblc. shortfall in 
ach~c~crncnts, Fovrih Plan targets have been scaled down 
from tme to 11111~ .md the achievements are indicated against 
the revised targets." 

"1.33. Thc Committee are averse to the ad huc manner in which 
the fertil~scr capacity and production targets were fixed for 
the Fourth Plan period by the Planning Commission and the 
Ministry of Petroleum and Chemicals. They are also sur- 
prised at !he leisurel> manner in which the public sector pro- 
jects wcrc idcntificd and finalised even though the Fourth Plan 
cnvisagcd thcir impkmcntation within the Plan period. They 
also feel that the cap~tal intensive, long gestation and low pro- 
fitablc nature of the fcrtiliser industry was a sufficient warn- 
ing for Lhc Government that the private sector may not have 
an imprcssiw role to play in this field; yet, Government had 
not taken up in nhance preparation for a maximum effort in 
the public sector to nchicve the targttcd capacity." 

."1.24. The Committec hope that the poor achievements in the past 
would providc a spur to the authorities concerned to urgeatly 



rationalise the procedures for clearance of projects, stream- 
line the implementation machinery and achieve maximum 
production in shortest time so that pressure on  foreign ex- 
change needed for import of fertilisers may be relieved and 
the country attains a degree of self-sufficiency in this field." 

Dealing with the delays in the commissioning of new plants, the Estimates 
Committee, in paragraphs 2.75 and 2.76 of the Report, had recommend- 
ded, inter alia, as follows: 

"2.75. The Committee are unhappy that considerable delays rang- 
ing from six months to three and a half years have taken place 
in the commissioning of thc fcrtiliser projects in the public 
sector leading, ittrcr &a, to a sizeable escalation of cost of 
putting up the projects. While some part of thc delay might 
have been due to reasons bcyond the control of the pro.jcct 
authorities, the Commttcc feel that at Icast some part of it 
could have been avo~dcd by a more effective coordination as 
between different agencies of the Government. Government 
have set up CoorJination Committcrs for the Cochin and 
Durgapur Proiccts to review critically the progress of imple- 
mentation of thew projects at regular intervals. The Com- 
mittee suggest that such Coordination Committees should be 
set up for each of the other proiects under implcmen~ation." 

"L.76. The Committee also note that the nrxedurc for economic 
appraisal of the projects and the release of foreign exchange 
tkrefore is bcing streamlined. 7'hcy also note that the cngi- 
nscring anJ equipment for thc fertiliser projects i \  being 
standardiscd so as  lo incilitatc wtting up of idcnti~.:ll ~?!ar':s 
speedily. The Conimittcc rcgrr.1 thd t  Gowrnmcnt hate 
thought of thew . ..:a\urr.s only n:)u ~b::n the fertiliscr pro- 
gramme durir; ,;:. I4:ur th  Fi\c Y e x  Plan has gone sway. 
The Committee !rsst :h;~t the new mcasures taken hy Govcrn- 
ment would lead to spccdy implementation of thc projccts 90 

that the targetted capacities for the Fifth Plan are ;~chicvcd in 
time." 

Reviewing, two years later. thc position in this regard, thc Estimates Com- 
mittee (1974-75) had, in paragraph 3.23 of thcir 76th Rcport (Fifth Lok 
Sabha), recommended. inter d i r i .  as follows: 

"The Committee. in paragraphs 2.75 and 2.76 of their 40th Report 
on Fertilisers (1972-73) had observed the con~idcrable delays 
taking place in the commissioning of fertiliser projects in the 



Public Sector; At that time, the ~ommi t i ee  were informed 
that Coordination Committees had been appointed for Cochin 
and Durgapur projects to review critically the progress of 
implementation of these projects at regular intervals. The 
Committee were also informed at that time that tho procedure 
for economic appraisal of the projects and the release of 
foreign exchange therefore was being streamlined and the 
engineering and , equipments for the fertilisers projects were 
being standardised so as to facilitate setting up of identical 
plants speedily. The Committee had suggested that Coordina- 
tion Committee on the pattern of those of Cochin and Durga- 
pur proiccts should be sct up for each of the other projects 
thcn under implementation. The Committee rcgret that 
despite thcsc cariier c h m a t i o n s  and r~comnlcndation~ of 
the Committee. l i t t l e  prneress has been mad? in settins up the 
licensed cap:tcitics in thr Pl.tb!ic Scc:or :inti that many units 
have not cone on-stream for year\. Thc ~~~~~~~~~~~e ~vould 
like to point out that delays in con~missioning or the fcrtiliser 
plants arc li.:!:.liny to p:-cyrcs>lve csc:iir!ti~n n!' cost cf r~? ; ing  
LIP the proiects nnd continuing drain on the public cxchquer 
o n  ;~cct :u!~? c!f imports v.F,ich hiivc nou hecorn;. kcrx costiy in 
view of their scsrcit!. v:!!:!~ i n  the in!crn.?i n1;:rknt. They, 
rhercforc. cmph::ciw rhc irnpcrativc n r x i  f :~ r  r;.d~-cing the 
period for the c~rnmii;iimin$ of :hc. ylani; io the min:n?um 
anti to rnnxin~iw i n d i p o u s  prc-ductior! .,lf I:;tiliwr!. h c  as To 
achiwc self-suificicncy il: i h ~  mattes of f:r:iliscrs :I& an carly 
date. They also recommend that  :;!I fxtc7r. cornins in ?hc 
way of fuller utilisation of the e?:is:ins i~~.t:ill,.:! c:ipxity 
h ~ u l c l  h:. :!ttcmlc*(l r c l  (?:I ;?.I ~1r.gi.12: h.iqi.x. .-I.! the s:~mc time, 
;I timi. b:)und ;.:,!..+I +vogi:1;;7inc shcw~ii  hr. fcrinul:!t'-.J for the 
crr.,itic-n (it  ;::i,l!'l:ln,!l rr:du,:!ic.n cap:lci!? i n   hi. coilwry to 
nicct the demand." 



tonnes in 1974-75 and capacity has gone up in current year. 
to 22 lakh tonnes of nitrogen. This means, so far as invest- 
ment policy is concerned, Government has ensured 2500 per 
cent growth rate of this industry from First Plan to the Fifth 
Five Year Plan." 

On tho Committee pointing out, in this connection, that while the growth 
in capacity had been satisfactory and even impressive, actual production 
had not kept pace comrnensuratcly, the witness replied: 

"I will first speak about investment and then about production. So 
far as Government is concerned, the first question which you 
have a right to ask is, is the Government serious about ferti- 
liser investment? The figures would indicate that the Govern- 
ment as an investor has put in an enormous amount of money 
for building up indigenous fcrtiiiser capacity. As a matter 
of fact, the growth rate is about 2500 per cent. I will be 
placing before the Committec the counter-part figures of other 
core sectors like steel, coal and petroleum products wherein 
you will find that thc growth rate of investment in so far as 
fertiliser is concerned is really of a high order." 

Asked whether thcre s!lould not he adequate correl:ition betrvcen the 
growth in invsstment and growth in production. the witness rcplicd: 

"I shall answer this. I want to deal with inwstment first, conipre- 
hendvely. T h e x  figures ~ h i c h  represent the capacity in the 
entire country. both public and priv:rte sector. Public Sector 
investments have to come from !he public exchequer and 
they have got to be included in the Plans. 

The privatc sector investments of course come from the market 
though they are supported by the financine institutions. Now 
the Estimates Committee, as you had quoted, mentioned that 
perhaps the possibility of privatc sector making substantial 
investments may not matcrialise. I would like to point out ... 
that of the 22 lakh tonnes capacity which exists tod,ty, a 
little ovcr 11  lakh tonnes is in the public sector and thc 
balance of 11 lakhs is, in fact in the private sector. In the 
coming years. it would become a little more difficult for the 
privatc sector because of the enormous investment cost and 
perhaps thcir inability to  raise such funds. In the Fifth Five 
Year Plan, there is a provision of Rs. 1.100 crorcs for the 
pubhc sector investment. Rut. with the escalation of coqts, 
we have suggested to the Planning Commission and the Minis- 
try of Finance that the amount required might even touch 



Rs. 1700 crores for the same capacity. This is In respect oE. 
the first aspect, whether we are serious about investment." 

In support of the contention that the growth rate of investment in so 
far as fertilisers were concerned was really of a high order, the Depart- 
ment of Fertilisers and Chemicals furnished subsequently the following 
comparative statement* indicating the investments made by Government 
in the public setcor, during 1970-75, in the Fertiliser Sector and other 
core sectors: : -1.1 

(Rupees in crores) 
.-. 

'970-71 1971-71 1 972-73 1 973-74 '974-75 

----- -- -- - 
*Hased on information rcccivc..l fwm Department of Steel and Coal. The  investment 

1 1 :  ~ l l c  S i r r i  w . ! f a r  also includes the expenditure incurred on the activities d 
the National Minerals Development Corporation, Hindustan Steel Works 
Cnnstrurtion I.imitet1. Stcel Authority of India Limited, M e d  Scrap Trading 
C,,rpxitiun. Hliarat Cvking Coal Limited and Iron Ore Board, as well as a few 
c~ttter items. 

1'r~-ivisi~mal. 
**\\::iilr rlhc t iquw d l t c  m l y  to the investment made by Gsvernment in the public 

,C:.tor, wt)stiln~ial investment has also been made. in the c u e  of the fertiliser 
~rlclustry, 11v  he !)r.lv~re w.-tor durinq this period. 

5.9. Dealing with the gap between installed capacity of the fertiliser 
industry and acrual production, the Secretary, Department of Fertilisers 
and Chemicals stated in evidence: 

"Thc figures indic:itc that we are not operating at a very h i 3  
capacity. Firstly, the international norm for comparable 
chemical and fertiliser plants today is approximately 82 per 
cent utilisation of capacity. The average utilisation of capa- 
city including the most advanced countries in the world 1x1 
similar plants is 82 per cent. In the case of our country, you 
will notice that the figure for 1973-74 indicated about 52 
to 53 per cent c:lpacity utilisation. In 1974-75, it has gone 
up to 58.5 per cent capacity utilisation and in the current 

-- -. ... - ----- -- 
* hot  vetteJ in Audit. 



year, 1975-76, we are now planning-I am very confident 
this will be achieved-to raise it to  71 per cent capacity 
utilisation." 

The witness added in this context: 

"I would like to make onc submission to the Committee, for the 
Committee's consideration. that the plrints which we have in 
operation, really fall into three categories. Category 'A' are 
extremely old plants like Sindri and Udyoga Mandal and now 
to some cxtcnt the original investment in 'l'rombny. The 
capacities which arc mentioned here are the capacities which 
were originally inst:~llcd in Udyoga Mnndal and Tromba?. In 
Sindri, we have sornehow managcd to run thc Pla!!t. It is not 
possiblc in thc case of cstremci\ oltl p h i s .  to operatc them 
3~ the optimum capacity and as years go h!. thcir capabilities 
ma' be weakened. A5 n matter of fact. wc fcc! that what is 
p j n g  on in Sindri. \\.hat is going on in [::4!.,3ga Mnndal. is 
nothing short of n mirack. The f-:~:! ?h;tt our t txhn~ltrgis t~ 
and managers arc running thc plants. \vhich in other coun- 
tries. would have been scr:~ppcd lony  :?;w. i.; r~tr;.mel! crL:dil- 
u-orthy. Thesc plant\ should ~:I\.L, hpcn .~111x:d I V C I ~ U I ; L I  ;!w! 
arc cxtrcmcl!. oltl. But they :IIC hi.iii.7 RII?  h!~.~:~u~: u.2  :.:!i!:o! 
i u ~ t  aft'ord to clmc t h ~ v  plants. T h i c  i k  c ; l t cy r j ! . !  ' .A' 

C'atecorv 'C' plants arc the new plantci. the nnes which hnv t  been 
recently cornmissioncd. Even in our invcstrncnt decisions, 
we assumc that in the first year. thc plants will operate at 



16s 
LTb per cent, it will build up to about 65 per cent in the second 
year and in the third pear, ihwiu reach 80 per cent capacity 
utilisation. Some of our plants, and I am mentioning both the 
public sector and the private sector, are now going through 
this period. Durgapur and Cochin have very special techno- 
logical problems. I think, the Committee has gone into the 
problems of Durgapur. But, may I point out, and it is very 
revealing, that even the private sector plants, which are d e r  
capable managements and which do not come under what may 
be considered to be, wrongly I believe, the controls and rules 
of Governmental organisations, are experiencing precisely the 
same problems. The SPIC plant at Tuticorin is today operat- 
ing at only 50 per cent capacity utilisation. It has an excel- 
lent management. They have some technological problems 
which they hope to solve. The Kota plant of the Shrirams 
started off with a bang. It started with 100 per cent but, 
duc to technical problems, thc capacity utilisation fell sharply 
to 60 per cent. The Madras Fertilisers, a joint venture where 
the management is in the hands of experienced people, who 
have run fertiliser plants abroad, started extremely well but 
ran into technical dificulties including a major accident. The 
point I am making is that this third category of new plants 
have to go through a period, till they reach stabisation. I 
would request the Committee, therefore, to view ,the capacity 
utilisation of our plants with reference to the spread of inveet- 
ment in extremely old plants, stabilised plants and new plants. 
It is our endeavour to bring all the plants to a high degree 
of stability and we will not be statisfied unless we reach 80 
per cent capacity utilisation. This year we have taken up the 
task of raising the capacity of the existing plants by 12 per 
cent, from 58.54 per cent to 71 per cent-124 per cent in- 
crcasc in capacity utilisation. Only the end of the year can 
say whether we can achieve it." 

Elaborating further on this subject, the witness stated: 
". . . .there has been a progressive improvement from year to year 

and I have promised to give a detailed statement on three 
categories I have mentioned. . . .indicating the capacities 
separately which will show that in the case of stabilised plants 
the capacity utilisation has been reasonably good varying from 
75 to 80 per cent. In individual cases it is even above 90 
per cent. In the old plants the decline has set in. Bclievc 
me that the decline will persist in the years to come and dram 
will be lesser production from certain plants like Sindri, 
Neyveli and probably Trombay also. I m afraid, I must 

2434 LS--18. 



makc it c k u  hat this will be a C O P I & ~ ~ ~  pmblem for the 
next ten years. Every yeai when naw plants arc commission- 
ed, we will be facing this in regard to 'installed capacity which, 
in the ht year, would as 1 mentioned, operate at 55 per cent. 
Gowwer, every year when the new plants go on stream, then 
be total installed capacity in the country .go+ up but the 
new plants do riot operate at more than 50-52 per cent. 
However, our plan is that we will be monitoring the system 
of project implementation a little more satisfactorily. If the 
plants are actually commissioned much faster, the planned 
capacity utilisation to the total would improve. Therefore, 
as I have promised, I will give the statement broken up into 
three categories to establish that in the case of sbbilised plants 
we fare reasonably well while in the case of old plants we 
have prolilems which will continue and it was in the case of 
the new plants that we make the assumption of a three year 
cycle for stabilised utilisation." 

5.10. A statement furnished subsequently by the Department of Ferti- 
lisers and dhemicals indicating the utilisation of capacity, during the period 
1970-71 10 1974-75, of individual fertiliser plants in the country, under 

the three broad categories referred to in the preceding paragraph, is re- 
produced in Appendix XIX. At the instance of the Committee, the Minis- 
try of &micals and Fertilisers have sent another similar statement for 
the years 1975-76 and 1976-77 which is reproduced at Appendix XX. 
Accudkg to these statements, the aggregatQ utilisation of capacity as bet- 
ween the three broad categories of plants is as follows: 

&tegtitv *#-Old plants add thme with built-in conatraintr q g  to 49'8 per cent. 
Cdtqoy W-StaMlbed kanb 71 to 83.6 per cent. 

'C*-New Phmw I 7 to 43-2 per cent. 

l'he Department also furnished to the Committee a note on the con- 
straints limiting production in category 'A' plants, which are briefly dis- 
cussed below: 

1. Sindri: One of the ddest units with certain sections, operating for 
nearly 20 years. Equipments worn out and have already outlived their 
wmd life. 

2. FACT, Ud.vogmandal: Certain sections of the Plant have heen 
operating over a long period of time with cquipments which have outlived 
their h o r n  lives. The unit is also faced with limitations arising out of 
malhtenilnce of multiple units and equipment and limitation in the pro- 
dtiction W5ltties arising out of inter-dependence of a large number of 
dtiits. 



3. ~otakcta: i b i r  problem faced by the tmit is the i&eqWa nvdl- 
ability of h ~ v m  gas, which is one of its fedstodq even after- 
sioning the nrrp6ha gasibtdon unit, thc sugpZy of mke wm gas 6 W e f  
the balance rquirement has been much below ,the anticipated tewL 

4. Neyveli: (i) Defective design and equipment, multiplicity af streams 
and oholesceuce of technology in certain secrians of the plant. 

(ii) Quality of lignite is poor and differs from the original designs 
specifications. 

(iii) Problems in the sulphur removal ana csrb6n dioxide llectiomk 

(iv) Dust in the raw gas entering the chambers. 
According to the information furnished by the Department to 

the Cownittee, the utilisation of capacity in some of the stdbilkd plants 
(Category 'B') was also below 70 per cent in some years. The r e a m s  
therefore as intimated by the Department, were as f 6 W s :  

1. Nartgd: The unit operated at less than 70 pet cent of its rated 
capacity during the years 1970-71, 1972-73 and 197475 solely because 
of power cuts. Production loss on this account during these three years 
was 26,000 tonnes, 26,016 tonnes and 39,800 tonnes of nitrogen respec- 
tively. Even during the years 1971-72 and 1973-74, the unit lost 23,200 
and 21,000 tonnes of' nitrogen respectively on account of power cut. 'Ihis 
unit is capable of opxating near its rated capacity, given its full quota d 
power which is its feedstock; this is very well demonstrated by the fact that 
during the first six-months viz. Apd-September of the year 1975-76, 
the unit has produced 34,400 tonnes of Nitrogen which represents a capa- 
city utilisation of 87.3 per cent. 

2. Tnrmbqv: Frequent merhanirnl breakdowns have been largely res- 
ponsible for low capacity utilisation. 

3. Natnrup: The unit went into commercial production in 1968-69. 
Production during the earlier years of its operation was low due to pro- 
blems of catalyst, limitations of ammonia feedpump and ammonia refrigera- 
tion condensers, process problems. Since 1972-73, however, the unit is 
operating well as will be seen from statement. 

4. Madms: The unit went into production in October 1971 and was in 
the process of stnbilisation during 1972-73. During the year 1974-75, the 
unit operated only at 50.6 per cent capacity because the plant had a 
serious accident in June 1974 when it had to remain shut down for a b u t  
three weeks. Thc plant was again shut down due to leaks in the r e f m e r  
tubes and was cammissioned only by the middle of November 1974. 



- 3. B& The unit opratod at 69 pi &t of its mtM bdacii$ ddr- 
ing 1970-71 due to power and,mechanical problems; the loss due to power 
cuts/intenuptions was 7000 tonnes of hitrogen duridg that year. 

6. Vizag: Production was comparatively low during 1973-74 and 1974. 
'75 due to factors like equipment failures and power cuts. 

7. Kanpur: . Capacity utilisation during the years 1970-7 1, 197 1-73 
and 1973-74 has been low because of various reasons. The unit com- 
menced commercial production in 1969-70 and was in the process of 
stabilisation in 1970-71 ; during 1970-71 some production was lost also or1 
account of power cuts (2200 tonnes of nitrogen). 

During the year 1971-72, the unit incurred production loss to thl 
extent of 24,499 tonnes of nitrogen due to labour trouble. 

Again in 1973-74, the unit incurred heavy produc~ion losses on two 
accounts-labour trouble: 22,800 tonnes of nitrogen and powcr cut: 
5 1,000 tonnes of nitrogen.' 

5.1 1. Since it had been contended that the international norm for com- 
parable chemical and fertilker plants was about 82 per cent utilisation 
of capacity, the Committee desired to know the extent of utilisation of 
fertiliser plant capacity in countries like Saudi Arabia, Kuwait, etc., where 
conditions similar to those in India might exist, and in the United States 
of America, Japan, USSR and the East European countries. In a note 
furnished in this regard, the Department of Fertilisers and Chemicals in- 
formed the Committee that a meaningful comparison of the productivity 
in tbe Indian FertiVser Industry with the conditions obtaining in :he ferd- 
l i w  industries in other parts of the world was made considerably difficult 
by the lack of readily available and suitable data. However, on the basis 
of a study made by the Fertiiiser Association of India, the Department 
furnished details of the rated capacity and percentage capacity utilisation 
of fertiliser plants in some countries, in respect of which data were avail- 
able for the year 1972-73, which are indicated in the following table: 

Plant 
Yt7Q-73 Pu e n  t 

capacity 
Annual Production utiliution 
Capacity 

1. Austria : Oatemichivhe Sticktoffwrrke AG . 530 2 30 43 



5. Iran : Iranian Fertilizer Co., Shim , . 
Shapur Chem. Co., Bander-eShapur . 

6. Iraq : Government Plant, B u d  . . 
7. Israel : Chmical & Phos., Haifa . . 
8. Kuwait Glhcrn. Fcrt. Co., Shuaiba . . 

Kuwait Pctrochemiral 
Ind. Co., Shuaiba 

.g. Burma : National Fcrt. Ca., Sale 

National Fert. Co., Pagan . . 
10. Indonesia : Petrakimia, Grcsik . . . 

P.T. Pulpuk Sriutdgaja, Folem Bung 

I I .  Philippines : Meria Christina Fert. Corp., Lignn 

Planten Products. Limay . . 
12. Malayasia : Erso Standard Malaysia 1,td.. Port 

Dickron . . . . . 
13. Thailand : Chem. Fert. Co. Ltd., Mae Mah . 

I 4. Algeria: Sonattach, Anew . . . 
15. Rhodaia : Sabla Chem. Ltd., Quc Quc . 
16. Cuba : Cienfuegrs Plant, C i e n u f ~ a  . . 

Raul Crpcro Bonilla, Matanzas . 
I 7. 'Trinidad : Federation Chrm. Ltd. h i n t  Lkar . 
18. Colombii : An~oniaco dcl Caribc SA, Cartagena 

Fertilizrntes Calombiuu, Rarranca- 
barmeja . . . . . 

19. Peru : Cuzco Corp., Chchirnay Fertilizanus 
Sinatims,Callo . . . . 

*a. Venauelr : I ~ t i t u t o  V e n z ~ ~ l a n o  dr ~ t r *  
quimica (IVP), Purrto Moron . . 



The Department added that while the capacity utilisation in respect 
of these plants var:ed from 3 to 119 per cent (representing an average 
utilisation af about 50 per cent which -was much lower than the average 
capacity utilisation in India for the same yearJ, adequate data, however, 
were not available to explain the reasons for .the low capacity utilisation 
in the plants listed, nor were data available to compare capacity utilisation 
of individual plants in developed countries. 

5.12. The Department of Fertiliscrs and Chemicals also furnished c m -  
parative figures of total nitrogcn capacity utilisation (during the yzars 1967 
to 1972) and Ps 0, (Phosphatic fertilisers) capacity utilisation (during 
the period 1965 to 1967) in some selected regions of the world, which 
are tabulated below: 

Total nitro,pn capacity utilisation in some seleckd r q i o n ~  of the rcarld 

Region 1!$7 

India* . . 
North America 

W a t  Rurope . . 
E u t  Farope & USSR . 
Japan 

Iaracl . . 
South Africa . 
Oceania 

l atiu America 

Developing Africa 

Developing &ia 

OtherAsia . 
ymtd 
-- - --- -- - -. - - -- 

* P i e ~  arc on April-March basis. 

Ref: World FertiliEefMarCet Review and Outlook, TVA, 1974. pp. 41,4g, 



Per cent caiaci tv utiliva tion 

India* . . 72 

North America . 82 

Weqtrrn Europe . 77 

Eastern Europe . 81 

Asia (Lars Japan) . 62 

Oceania and Japan . 95 

Africa . . 67 

LatinAmerica . 44 

*Figures are o ~April-March hasis. 

Ref: E ~ t h a t e d  World Fertilizer Production Capacity as related to Future 1 ~ 6 ,  to 1972-80; TVA, June 1968: pp. 18-21. 

With reference to these figures, the Department stated that by and 
large, the overall performance of the industry in India with m t  to 
nitrogen was comparable both with the developing and developed pourrtries 
and that during 1972, productivity in India was higher than ororld 
average. As regards ,O- (Phosphatic fertilisers), the Department 
informed the Committee that relevant comparative data were avaflable 
only for the period 1965-67 which showed that the performance in India 
was lower than that in the developed countries. The DepwW~mt, bow- 
ever, added tbat the p i t i o n  as at present was likely to be qrite d i k e n t  
in the context of the steps taken in the recent past to improw the praduc- 
tivity of the p,O units in India. 

5.13. At the instance of the Committee, the Ministry of Chemicals and 
Fertilisers bave furnished the following statements indicatiag the capacity 
utilisatim of nitrogen in some selected regions of the world during 1974- 
75 in selected individual eewtsks in 1973-74 tmd 1974-75: 



Capacity Utilktion (%) 
-- 

Region 1974-75 

D d @ d  Markt Econmnbs 
s. North America . . . . . . .  64 
3. Weatan Europe . . .  66 
+ Occania . . . . . . . .  gr 

DaJIpLy Martkt Economies . . . . . . . . .  5.Af1-b 46 
6.LatinAmvica . . . .  q? 

7. Near Eut . . . . . . . .  50 
8. Far F a t  . . . . . . . . 6 0  

aRlro13y pl-3 Economics 
A8ia . . . . . . . . . .  68 
Europe and ZJSSR . . .  . . . . . 7  I - - -- - - -. -. . 

N& :- r .  Capacity utiliration for ~ ~ i o n s  other than India has k e n  worked out by 
Fertilizer Association of India. New Dclhi. 

2. FA1 have taken the capacities for 1974-75 for countriec other than India from 
".bnual Fertilizer Review-FA0 1974" and actual production f i ~ u m  for 
r 974-75 from ''Annual Fcrrilizer Review--FA0 1975" rcsprctively. 

Country 1973-74 1974-75 

r .  India 
2. China 
3. Japan 
4. Iran * 
5. France . 
6. F.R.G. - 
7. I ~ Y  
8. U.K. 
g. U.S.S.R. . 
no. U.S.A. 
1r.Cnorda . 
12. Kuwait . 
13. Saudi Arabia 
r4. South Korea 

-...... .... . - 

. . .  . . .  . .  r . . .  

. . . . .  
a . . . . .  

. . . . .  . . . . . .  . . . . . .  . . , . . 

. . . . . .  

. . . . . .  

. . . .  . . 

. . . . . .  

. . . . . .  
. . . . .  

-- ---. - - - - - - - - -  - ---- -."--- 
Nstr :-FOP countria othr; than India, capncitv utilisaticm ham t m n  worked out by 

FAI. Thc capacititr L a ~ r  h - u  takrli tw FAI. frolib the. puMiration "hng. 
tcnn furcast for World Nitroryrnout R-rtilimr I h n a n d  & Supplyg'--OctotKr, 
1975 and Jdy, rg#-UNICX>, .lapan and produdian ~ ~ I U Q  haw ~ C B  taken 
from "Annd  Fertilizer Review"-FA0 - - I  975. 



5.14. As against the installed capacity of . l9,39,OOO tonnes of nitro- 
genous fertilisers in the last year of the Fourth Plan (1973-74), the instal- 
led capacity in the first year of the Fifth Plan (1974-75) was only 
19,81,000 tonnes, representing an increase of only 2.2 per cent, which 

was relatively insignificant compared to the capacity available in the 
preceding year. The production during 1974-75 had also increased only 
by 1.2 per cent over the previous year. Asked why there appeared to be 
a sudden fall in the rate of improving the capacity as well as in the pro- 
duction in the first year of the Fifth Plan, the Secretary, Department of 
Fertilisers & Chemicals replied in evidence 

"There are two aspects to that. One is the improvement of the 
capaciry utilisation if plants settle down and the other is 
increase in the installed capacity from year to ycar. 

So far as the latter question is concerned, the commissioning of 
new plants gives you this growth rate in installed capacity, in 
any year, even if one major plant is commissioned. For ins- 
tance, for the new and bigger plants, their actual capacity is 
ranging anywhere between 1.5 to 1.7 lakh tonnes. Normally, 
one plant can give you approximately a 1 0 %  increase in to!al 
capacity. This year, for instance, when four plants are to go 
on stream-SPiC, Mangalore, Namrup and Rarauni plants- 
it means that this k i n g  a flag year, even if all of them are com- 
missioned, the installed capacity will not normally operate at 
more than 50 per cent. It  will bring down the overall capa- 
city utilisation of the country." 

"In the case of the stabilised plants, there iS an annual improve- 
ment in the capacity utilisation. But. in the case of the older 
plants, there is an annual decline in the capacity utilisation. 
In the case of the new plants there is a three year's gestation. 
If you are looking at any year, the break-up will throw up the 
realities of the situation. For instance, this year, if we com- 
mission the four plants. thcrc would be s fall in the utilisation 
capacity of the total system as compared to last year. . . .This 
ycar, that is in 1975-76. assuming for a moment, that we do 
not commission any of thcse four plants. the utilisation of 
capacity is going to be better than last year." 

5.15. Explaining. at the Committee's instance, the constraint in the 
way of optimising production ol! fcrtilisers in the couatry, the witness 
etatcd in evidence: 



"We are doing our best to see that the gesta5on periods arc reduced 
. . . .We face four basic constraints. One is availability of 
power supply which is so critical to us and you will appreciate 
that it is completely outside the control of fertilizer producers. 
This year the power supply position has vastly improved and 
this is going to improve fertilizer production. 

The second constraint is labour problems. Here, I would say that 
the fertilizer industry has an cxtreniely good record. The 
labour has been cooperative and loss of man-hours in the 
fertilizer industry has been very little. . . . . .Then, we have 
breakdowns in plant and equipment which, unfortunately, are 
much too frequent and the whole system of preventive main- 
tenance is being revamped. We have learnt a great deal in 
the process-from out of these difficult and temperamental 
plants. If this matter is to be brought under control. we have 
to improve maintenance. 

Fourthly, we have the question. of feed-stock inputs. In plants 
which are based on electricity (in Nangal the feed-stock itself 
is electricity). their production will depend on the availability 
of power supply as feed-stock. Fue1;oil and naphtha have 
been reasonably available and now that we are makine an 
investment in coal plants, we are planning that there will not 
be any constraint because of shortage of that particular feed- 
stock." 

In a note furnished subsequently in this regard. the Department of Fertilisen 
& Ctlemicak stated: 

'"Itte Five. Year Wn targets for development of capacity and 
production arc fixed prior to the comrnencoment of the plan 
period taking into account (i) tarnat consumption envisaged for 
the plan period. (ii) the capacity in -ration, (iii) the capa- 
city under erection. (iv) the statu~ of schemes planned but 
not firmed up. (v) the proposals under consideration, ctc. on 
the one side and the extent to which further cavacitv and 
production can be planned and develop u d c r  favourable 
conditions so as to be close to the requirements. When once 
these targets are fixed, projections are made for purposes of 
flaming the devdopment of both capacity and production 
for each year of the plan, 



In the actuel implementation of the programme, the basis on which 
the prujcchs were made a d  to be adjusted on account of 
k t o ~  like-- 

(a) inability of the operating units to achieve the levels of 
production anticipated; 

(b) delay in the implementation of new projects/expansions due 
ta equipment supply delaysllabour problemslrupee financial 
constraints, etc.; 

(c) delays in commissioni~g and achieving optimum production 
levels due to leakages, breakdowns/failures of equipment, 
etc. ; 

(d) extended time taken in arranging credits and halising 
contract arrangements; 

(e) delays by entrepreneurs in finalising their own plans and 
financing arrangements; 

(f) constraints in taking up new schemes due to paucity of rupee 
funds. etc. 

Many of these problems are not new. Under our existing set up 
and economy, it is not possible to make firm arrangements at 
the time of planning and projecting the programme. At the 
sum time. it also calls for a set target to proceeding with the 
programme. In a situation of this nature the programme gets 
delayed and it becomes necessary to review the projections 
from time to time with due repard to the prevailing conditions. 
The propamme drawn up in the very beginning does not admit 
of a cushion to cover up possible slippages in production 
performance and in the commissioning of new units. Every 
effort is nevertheless made to optimise production in the 
operating units. 

At the beginning of each year, the estimates of production are 
reworked in consultation with the producers, keeping in view 
(a) the likely production from the units in operation at the 
beginning of the year. takine into account. inter alin their 
performancu in the previous vew. the condition of the operat- 
ing plants and other known constraints limiting production; 
and (b) the likely productiou from units expected to go on 
stream during thc year. In doing so. it is also assumed that 
the supply of power a d  other ~swntial inputs and lnhour 
relations would remain normal throughout the year. 



Notwithstanding the above, variations do occur between the plan 
targets and the estimates, as worked out at the commencement 
of each year; these are mainly attributable to the unexpected 
delay in the commissioning of new projects implementation." 

5.16. Since it had been stated that the variations .between plan targets 
and actuals were mainly attributable to unexpected delays in the commis- 
sioning of new projects under implementation, the Committee desired to 
know whether the delays in commissioning new plants were unavoidable 
and whether the factors responsible for such delays had been identified 
and necessary remedial nieasures taken. The Secretary, Department of 
Fertilisers & Chemicals stated in evidence: 

"May I make one specific point? In plants which arc built on 
turn-key basis-for cxample, Kota plant of Shri Ram Chemicals 
-where you place the entire contract with one foreign party, 
it is easy to stick to schedule. Now we have taken a deliberate 
policy decision in the case of many . public sector plants that 
we will not go in for such turn-key projects. We have done 
this because we are anxious to build up indigenous technolo- 
gical capability, but there is a ccrtiiin price we are paying for 
this. In the case of Durgapur. C'ochin, Namrup and Barauni 
this is being done. The process know-how has been obtained 
from abroad for the various plants, but the basic control. 
desi_ming and detailed cnginc r i n ~  is heing done by the P&D 
Division of the Fertiliser Corporation and FEDO." 

In a note furnished subsequently in this context, the Department of Ferti- 
lisers and Chemicals have enumerated the following factors as being res- 
ponsible for the delays in completion of projects: 

"(a) Delay in supply of equipment both indignous and imported. 
These delays on the part of suppliers have been often due to 
unforeseen factors like labour unrest in the fabricators' work- 
shops, power cut. difficulty in obtaining material for fabrication 
etc. 

Cb) Delay on the part of construction contractors; 

(c) Dificulties in fabrication of some sophisticated equipment being 
indigenised for the first time; 

(d) labour unrest; 

(c) Availability of construction and structural items like Me$, 
cement ctc. 



: . if3 hi lu re  of.  critical items of equipment including imported 
. . equipment; 
(g) .Delays due to adoption of new techmlogy on a large scale." 

5.17. It would be seen from the preceding paragraph that delay in 
s u h l y  of equipment for fertiliser plants has been cited as one of the 
factors responsible for the delay in completion and comnlislioning or new 
projects under implementation. Dealing with this aspect, the Secretary, 
Department of Fertilisers & Chemicals stated iri evidence: 

"A decision was taken by us that the plants at Bhatinda and Panipat 
which are now under construction should be based on fuel oil. 
There again the philosophy is similar, that we would be 
producing in this country from our own refineries all the end 
products including naphtha and fuel oil to feed these fertiliser 
plants. Fucl oil is much cheaper than naphtha and the ' 

difference in price is anywhere bctween 35-40 dollars per tonne 
and an average-sized plants requires 250,000 tonnes of feed- 
stock. It is for this reason that the foreign exchange cost of 
importing fuel oil would be considerably lower than naphtha 
and we are also trying to reduce our dependence on sources 
abroad. . . . . In the case of indigenous equipment there 1s 
a clear policy of the Government of India that we will indigenise 
and today a very substantial portion of the equipment which is 
uscd in these projects is in fact being produced in India. . . .We 
have companies like the Bharat Heavy Plates and Vess:ls, 
RHEL. Bharat Pumps LY: Compressors which are producing a 
range of items which wc are using, including centrifugal com- 
pressors, air separation units. multi-layer high pressure units 
and so on and so forth. . . . . The ratio in the costs of equip  
men1 indigenous to imyrtcd is about 30 per cent imported and 
70 per cent Indian today. This, of course, varies according to 
feed-stock of the plnnts and the design of the plants and-varies 
from timc to timc depending upon the price levels which are 
being quoted both by Indian companies and foreign companies. 

There is one thing which I must hring to the Committee's notice. 
About the Indian equipment which is being supplied, we have 
very little complaint about the quality. In fact, I am glad to 
tell you that the quality of production in the Bharat Heavy Plates 
& Vessels is extremely good. We are cxtreniely sarisfid; so 
nko with thc compressors which are bcing given by thc BHEL. 
The problem, however, is that of delivery schedules. This is a 
serious problem, that if we depend upon 2-3 public sector 



companies 60 feed the en* system, them ie a daqcr that 
there is an overloaded order book position and consequently 
there will be delay in the delivery, which is being d e c t e d  
unfortunately in thef delay in the commissioning of the plants. 
This is a conscious decision one has to take. On the one 
hand, it is our policy objective to encourage indigenisation of 
equipment and on the other hand, it is @cy objective to 
commission the plants as early as possible to get the fed- 
lisers. We have to make a cruel choice; we have to make a 
conscious choice where the Commissioning of the plant may be 
delayed because we are dependent on indigenous equipment. 
Of course I can tell you that the Ministry of Heavy Industry 
which is controlling these equipment supplying plants are 
taking very strong monitoring steps to improve the psition." 

He added: 

"Bharat Heavy Plates & Vessels is the most critical company so far 
as we are concerned. They are supplying equipment for Talcher, 
Ramagundam, Nangal expansion and Haldia and there are 
compiaints from FCI that the delivery of equipment by BHVP 
has slipped very badly. We had joint meetings at Vizag and 
reviewed the situation. We have been asking them to follow up 
and sub-contract so as to improve upon their delivery schedules 
and we are satisfied with the talks." 

Asked, in this context, whether the delivery schedules were likely to be de- 
layed on account of certain deficiencies and whether these could not be ex- 
pedited, the witness replied : 

"The delivery schedule has already been delayed because of the de- 
layes in the supply of equipment. The issue is really whether 
there will be a further delay. That is what we are going to avoid." 

To another question whether the deliveries were likely to be impeded for a 
long time, the witness replied: 

"Based on our experience we have some fears, but, as I said, we 
have &reat confidence in the monitoring steps that are being 
taken by our sister Ministry, the Ministry of Heavy Industry 
and our confidence is to some extent revived. But there may be 
slippage of anything upto 6 months on this account only." 



5.161. With~rekrre0c.e to the &ttmmt made by the w W  that necee- 
sary moaitoriug stepe were b e i i  taken by the Ministry of Haavy Industry 
to reduce delays in the deliveries of ind igem equipment, the Committee 
enquired into the details of the steps t aka  in this regard and the results 
achieved as a sequel thereto. In a note, the Department of Fertilisers and 
Chemical$ replied: 

"The Bharat Heavy Plmites and Vetwls have identified the following 
factors responsible for slippage in the delivery schedules: 

(i) Delay in receipt of imported materials, components, etc. 
(ii) Failure on the part of the customers concerned to supply free 

issue materials for the equipment as per the terms of the 
con tracts. 

(iii) Power cut in the plants imposed by the Government of Andhra 
Pradesh. 

Remedical measures : 

In order to overcome the above difficulties, following measures have 
been adopted: 

(a) B. H. P. V. have a blanket foreign exchange docation of Rs. 
3.45 crores and Rs. 2.60 crores for import of components and 
materials respectively. 

(b) The company has been authorised to get the list of items to be 
imported attested dircctly from CCI&E without routing their 
proposals through DGTD. 

(c) The company is periodically sending senior executives to the 
works of the foreign suppliers to monitor the progress of orders 
placed on them. 

(d) The supply of free issue materials to BHPV by i)s customers 
is being closely monitored. 

(c) The Department of Heavy Industries had taken up the question 
of power cut with the Government of Andhra Pradesh and 
consequently, the Government of Andhra Pradesh have issucd 
instructions for restoration of the power cut from 16th July 
1975. 

t 

(f) The company has floaded some of the items on other 
mnrmfacturcn in consultation with their customers to ensure 
that the delivery schedules a n  maintained. 

(g) Thr: cornparty is monitoring the prowss of the major ordcrs by 
mcans of CPM/PERT charts. 



The .performance of the company and the prograss of completioli 
of major orders are being reviewed periodically by senior 
officers of the Ministry with the representatives of BHPV and 
its important customers. 

The adoption of the above measures has resulted in, considerable 
improvement in the deliveries of equipments by BHPV to its 
customers etc. With the present tempo of work, the Depart- 
ment of Heavy Industry are confident that the company will 
be in a position to meet the requirements of FCI etc. without 
further slippage." 

5.19. At the Committee's instance, the Department also furnished a 
note indicating the extent to which indigenisation had been achieved in 
respect of equipment required for fertiliser plants, which is reproduced 
in Appendix XXI. 

5.20. The Committee desired to know whether the dependence on 
foreign companies for fertiliser plant equipment had also led to delays. The 
Secretary, Department of Fertilisers & Chemicals stated in evidence: 

"There had been occasions where even foreign suppliers did not 
stick to the time schedule. But, in the case of imports we 
have wider choice to make whereas in the case of indigenous 
equipment we have to depend on one or two manufacturers. 
We have to look into this matter in the context of the conflict 
between the two objectives." 

5.21. The Committez were informed by the Department of Fertilisers 
& Chemicals that the reasons for the delays in commissioning of public 
sector plants had been gone into by n committee appointed under the 
chairmanship of the late Shri V. N. Kasturirangan, Chief Project Officer. 
Ministry of Petroleum & Chemicals, with representatives of the Fertiliser 
Corporation of India, Fertilisers and Chemicals Travancore Ltd., Directorate 
General of Technical Development, Bharat Heavy Plates and Vessels Ltd., 
etc. as members and that the main conclusions and recommendations of 
this committee were as follows: 

"( 1 ) The project authorities should be given the necessary import 
' licences to import raw materials, where these are not available 

from indigenous sources in time. The issue of such licences 
and allotment of foreign exchange for steel import, if given 
as soon as a project is sanctioned, will facilitate raw materials 
irnp0.t ear!y enough to ensure project completion schedule 
being maintained. Allotment of carbon steel plates and such 
other indigenous steel plates required for the fertiliser industry 
should be given a higher priority than what was prevailing. 



(2) To overcome the diiliculties experienced in prdcurulltnt 6t raw 
materials, a Raw Materials Bank could be set up to stock the 
raw materials needed by the project authorlties/fabricators. 

(3) Special efforts should be made to obtain billets and blooms of 
suitable quality, if necessary by imports, to enable manufacture 
of flanges, valves etc. 

(4) Timely imports to fabricators of electrode wires, electrical 
stampings. radiography films, mechanical seals and such other 
items not available in quality or in time. 

(5) The establishment of additional capacity for quality casting of 
alloy steel suited for special chemical pumps and valves. 

(6) Competency and capability of fabricators, their skill, know-how 
and their ability to deliver in time should be considered before 
denying import of any special items by DGTD. Orders are often 
placed on parties on the basis of their claims to fabricate the 
item but the parties have been unable to deliver the goods of 
proper quality or on time. A standing Committee consisting of 
the representatives of the administrative Ministry, Project autho- 
rity, DGTD and the Chemical Plants Manufacturers' Associa- 
tion should be attached to the DGTD to consider the claims 
made by all such parties and take decisions which should be 
treated as final. 

(7) Exclusion of liberal assistance to fabricators for import of equip- 
ment and/or tools rcq:lired for improvement of manufacturhg 
skill and techniques ntxesmy for fabrication of sophisticated 
equipment. 

(8) Necessary assistance to fabricators for obtaining foreign techni- 
cal know-how for the manufacture of sophisticated equipment. 

(9) Therc should be a time-limit for the designing organisation and 
the project authoritics for placement of all orders for machinery 
after a project has been sanctioned. This will ensure that 
sufficient time is avnilablc to the fabricators to plan their work 
to suit the time-schedule of the project. 

(10) Highest standards of quality should be ensured in workmanship 
and hence there should be no relaxation in the standard of 
inspection." 

2434 -19. 



Tha DepPrtPPent stated further that these recommendations t-ther with 
the o ~ p ~ e n t s  of the Director General of Teddcal Development thereon 
were txmkkred by the concerned Ministries, as also at an iter-Ministerial 
meeting, and action, as requird, had been taken by Government. The 
iatest position ernerping as sr result of these investigations was also intimat- 
ed, in a note* by the Department, which is reproduced below: 

"The import policy provides for import of various items of steel, in- 
cluding carbon steel plates, which are not available in the coun- 
try in adequate quantities or of the right quality. Foreign ex- 
change allocation for import is also made from time to time to 
the canalising agencies and in favour of thc individual im- 
porters. In view of the easy availability of most categories 
of steel, including carbon steel plates and coils and forging 
quality steels of all categories, even plates and forging quality 
steel 'has been taken out of the purview of the Steel Priority 
Committee recently. The distribution procedure has also been 
streamlined and the consumers can now obtain their require- 
ments of steel materids freely, directly from either the pro- 
ducers or from the stock yards. A steel bank was set, up in 
1971 under the operative control of Hindustan Steel Limited 
and it has been in operation since then. 

At present, the supply position with regard to billets and blooms is 
satisfactory. In fact their availability outstrips the demand. 
Further, adequate import provision also exists for meeting the 
specific shortfall for any indu'strial need. 

In regard to the recommendation for establishment of additional' 
capacity for quality castings of alloy steel suited for special 
chemical pumps. valves, etc.. i t  is considered that, with the capa- 
city already estaMished/approved. the requiremnts of alloy 
steel castings for chemical machinery manufacturing facilities 
would be met substantially. Crcation of further additional 
capacity in this field was not considered necessary. 

As regards the suggestion for the constitution of a committee to go 
into the claims of indigenous manufacturers regarding their 
ability to manufacture particular items, it was considered that 
a formal committee is not ncccssary. The claims of individual 
fabricators in regard to their wmpetcnce to manufacture parti- 
cular items, as are not acceptable to the indenting pnrtics, arc 
carefully scrutinised by the DGTD. Thc idea is to work to- 
wards a sblution which would not upset the project schedule. 

*Not vc twd in Audit. 



fMivid~al requests from fabricators fot fie itdpoft af to& f e c r u i  
for irnpoveme'iyf of fnanufacturirrg shifts aM €&M$qWs A h  
considered favourably. Requests for obtaining fare@ tcchm- 
caI know-Row for the marmiactate of sophlstimed equipment 
from the fabricatots are considered p~'othp$ oh the merits of 
each case. 

h is th constant endeavour of the pmject authorities to place 
orders for macliinery on the fabricators as soon as possible after 
the projects are sanctioned. &Torts are concurrently made to 
ensure that tlie items produced by the indigeno~is manufactures 
are of the requisite quality. 

There have, nevertheless, been slippages in the ConmriSsiOning of the 
various fertiliser plants, as 0bse~ed  t?le C-ttee. Several 
factors have contributed to these delays and continuing efforts 
are being made to overcome these difficulties and speed ap plant 
Commissioning." 

5.22. h response to the recommendations/observations of the Estimates 
Committee (1972-73) contained in their 40th Report (Fifth Lok Sabha) 
(vide paragraph 5.7), Government had, in December, 1973, stated, inter 
alia, that the capacity utilisation in the fertiliser plants was kept under con- 
stant review and that Government had decided to set up a team of ex- 
pens for evaluating the performance of various public sector fertiliser units, 
identifying the factors inhibiting the fuller utilisation of capacity and sug- 
gesting measures needed to remove the inhibiting factors. Drawing at- 
tention to Government's reply to the Estimates Committee, the Committee 
desired to know the results of this evaluation and the improvements, if any, 
effected as a sequel thereto. The Secretary, Department of Fertilisers L 
Chemicals stated in evidence: 

"Speaking specifically in terms of result, I would repeat that as 
against 58.5 per cent utilisation of capacity from the existing 
plants, which was achieved in 1974-75, this year we will achieve 
71 per cent capacity utilisation. Since I am making this state 
ment. obviously it is backed by a certain series of steps. One 
of the steps is debottlenecking, which involves lot of foreign 
finance. The World Bank has been good enough to support 
this programme. They have suggested that it is greatly fo our 
advantage to make some marginal balancing ifivestrnenb an 
optimisirtg the capecity in the existing plants rather go b 
for bigger programmes for new investments." 



Askad whether the appointment of the team d experts an@ its re- 
-'commend~pns had made any tangible contributions, the witness replied: 

';lddsed, Sir. We have programmes for de-bottlenecking for most 
J 1 _ of the plants. Sindri rationalisation will be completed in 1976. 

In respect of Rourkela Plant, the main bottleneck was that ade- 
quote coke oven gas was not coming from the steel plant. We 
have taken a decision as part of the deb~ttleneckin~ that we will 
shift it to naphtha. The plant at Neyveli is based on lignite. Now 
power was always given the first priority; whatever production of 
lignite was available will first go to power. The plant was de- 
pending on unreliable source of supply of lignite. We have de- 
cided to shift this plant to fuel oil. Series of decisions have 
been taken as result of these recommendations and also sug- 
gestions from the world Bank." 

Elaborating further on the remedial measures taken, the witness stated: 

"One of the important steps which have been taken is that we have 
now separated project n~anagelnent from operating management. 
At one stage, when we were cxpanding the General Manager 
in charge of operating the plant was ovcr-seeing the project. 
Now, in each case a sparate project Administrator and Ope- 
rations Manager have been appointed." 

. He stated further: 

''I want to make one more submission. This year, learning by past 
mistakes, the monitoring systems has considerably improved not 
only in our Ministry but in other Ministries as well. In 
conultation with our Plant Managers we have .worked out a 
profile of which we recently got approved by the Committee of 
Secretaries, this will go to the Cabinet. We arc enclosing the pro- 
duction profiles for each single plant indicating what its capa- 
city is, what its past history is and what are thc consrraints in 
that plant etc. This is what we are proposing to do. We 
are now looking at i t  not on any theoreticnl hasis but as a 
regular production plan." 

Asked wbether it was not a fact that some of the plants had not bcen 
able to go on stream for quite a number of years and, if so what steps were 
being taken to expedite the &nrnissioning of such plants, the witness replied: 

"Unfortunately, these are the two bad cases. . Namrup and Barauni. 
They have taken us three extra years to complete." 



He added: 
"It is our expectation that in the last quarter of this year, October- 

December, both Namrup and Barauni projects will be com- 
mssioined. We had some ~roblems in the R%G boiler; we have 
flown in a team of engineers from Germany and they are in 
position. I have received a report only yzsterda~ that both 
these plants will be on stream during the last quarter this year. 
Gorakhpur expansion plant will be on strean: in the first week of 
October itself ." 

5.23. As regards the action taken in pursuance cf thc findings of the team 
of experts, the Department of Fertilisers & Chemicals informed the Com- 
mittee, in a note furnished subsequently, as follows: 

"The need for maximising fertiliser production from existing capa- 
city has constantly been engaging the attention of the Govern- 
ment of India. To improve fie capacity utilisation in the public 
sector plants, a team was set up in August 1973; the concerned 
organisations/departments were invited to nominate their re- 
presentative. Effort were also initated to locatc a suitable 
expatriate expert who could be available to the teams. 

In the mean while negotiations were in progress with the World 
Bank in regard to the financing of the project for expansion 
of Trombay known as Trombay-TV. During these dis- 
cussions, the simultaneous need for taking necessary 
measures to improve capacity utilisation in public Sector units 
was recognised and a credit of $ 17 million was negotiated with 
the World Bank for a 'Plant Operations Improvement Pro- 
ject'. The project which would cover the Public Sector units 
in FCI and FACT envisaged the formation of a technical Co- 
ordination Group which would review the six operating units 
of FCI and FACT (Gorakhpur. Namrup, Nangal, Sindri. Trom- 
bay, Udyogamandal) and identify areas where modifications 
and improvements can be carried out for achieving better levels 
of production. The Group was also to review the Durgapur. 
Cochin, Barauni and Namrup projects and formulate necessary 
measures to expedite completion and attain better levels of 
operation. This project did not favour the inclusion of an ex- 
patriate expert on a long-term basis in the Coordination group, 
but had envisaged use of specialists and consultant.; for specific 
studies required by the Coordination Group. 

In the above context, the expert team was reconstituted to include 
1. Adviser (Fertilisers) - Convenor Ministry of Penoleurn 8t Chemi- 

cals. 



2. Shri K. S. Sarma, OSD (Projects), F.C.I. 
3. Shri D. G. Ran, Group Manager (Fa). 
4. Dr. K. S. GiU, General Manager. FACT., 

Representatives of IXiTD were invited to participate in the dis- 
cussions of the above Group. 

In evolving the schemes under the PCP in addition to ekperts with- 
in the Ministry, FCI and FACI', expatriate assistance was 
used wherever considered necessary. In 'cad to end' survey 
of the Durgapur Plant was carried out by Technimont and 
based on the findings u programme for modifications/improve- 
ments is under implementation at Durgapur. A suitable pro- 
gramme was also evolved for Cochin. An expert from Air 
Liquide was also obtained to study the problems of the air 
and nitrogen wash plants at Tmmbay to assess the modifica- 
tions required. An expert from Shell has carried out studies 
on the Gadication Section at Trombay to identify areas for 
ingm,vement. 

These and other studies and proposals from F C I  and FACT have 
been discussed in depth at the various meetings of the group. 
Based on these discussions, the following programmes have 
been evolved and are being implemented in the various units 
of FCI and FACT:. 

FCI SCHEMES. 
1. DCDA Sulphuric acid schemes at Trombay. 
2. Modifications in the ammonia plant at T m b a y .  
3. Power plant at Trombay-IV. 
4. Modifications in the Durgapur plaet. 
5. instfition of alumiaum flouride plant at Sindri. 
6. Renovation equipment for tbe Gorakhpur unit. 

7. Carbonate pump for Durgapur. 

8. Consultancy services. 

FACT SCHEMES. 
1. Cochin modifications 
2. Racwatiomr modifications at Aiwayc. 

The ebl.clgn e w p  reqairemtln of these programmes las Wig 
met from $ 17 d i m  World Bank credit. 



Additional programmes have subsequently been iclehtified to improve 
capacity utilisation; these include oil gasification unit at 
Neyveli, naphtha reformer at Rourkela, Protective power gene- 
ration in the various units etc. These are being covered under 
a further line d credit negotiated' with the World Bank and 
would be coordinated by the same group. 

The Department also stated, in another note, that the following measures 
had been takenlwere being taken to augment production in the existing 
units: 

"(i) A t  Sindri: Installation of a supplementary naphtha gasification 
unit introduction of naphtha into coke oven gas reformation 
section to supplement availability of gas; efforts made by Min- 
istry of Petroleum and Chemicals to maintain the continuity of 
supplies of Krgali coal for improved production a Rationalisa- 
tion programme for the manufacture of phosphatic fertilisers re- 
placing at the same time the poor quality gympsum now ob- 
tained from Rajasthan by product gypsum from the phospho- 
ric acid plant is expected to be implemented by the end of 1975- 
76; a long-term programme for modernisation of the Sindiri 
plant to be implemented by April 1978 so as to replace the 
aged plant amd process technology now in use for ammonia 
production by a switch-over to the use of heavy petroleum 
fractions as feedstock. 

( i i )  At Nungal: An expansion project is under implementation: this 
includes change-over from electrolysis to fuel oil as feedstock, 
thus reducing the power requirements to 36 MW as against the 
the existing 164 MW. 

(iii) At Trombay : Extensive modification to remove design and 
engineering deficiencies; changeever of the carbon dioxide 
recovery system to modified B&ld process; installation of 
a supplementary naphtha reformation unit; additional steps 
for debottlenecking the complex fertiliser plant to be imple- 
mented by the end of 1976-77. 

[iv) Ar Alwayr: installation of spare phwphoric acid reactor: 
installation of a thickner for gypsum slurry used for manufacture 
of anrnonium sulphate; replacement of acid coolers. drying and 
absorption tower in oM eulphuric acid plant and creation of 
additional grinding facilities for rock phosphate. 



(v) At Rowkela: 
(a) Modification for release of coke oven reform fuel with na- 

phtha. 

(b) Installation of a new screw compressor for the coke oven gas 
supply. 

(c) Release of coke oven gas for fertiliser production by meet- 
ing energy requirements in the steel plant with fuel oil in 
place of coke oven gas, wherever possible. 

(d) A proposal for the creation of additional facilities to supple- 
ment the gas availability for full utilisation of capacity has 
recently been approved. It will take 30-36 months for 
implementing the scheme after all the approvals are given. 

(vi) A t  Neyveli: The following st* have already been taken: 
(a) Installation of benzene absorbers and completion of certain 

other modifications in various sections of the plant. 
(b) Implementation of a phased repair and maintenance program- 

me on an extensive scale. 
(c) Change-over to fresh petro-coke solution for carbon dioxide 

recovery. 

Besides, a programme envisaging switch-over to the usc of fuel oil 
instead of lignite as feedstock and modification in the corbon 
dioxide recovery system is also proposed to be undertaken. 
During the five months April-August 1975, the capacity utilisa- 
tion in Rourkela and Neyveli has been better than in the past. 

(vii) At Dlugapw and Cochin : An end-to-end survey of Durgapur 
plant was carried out by Tcchnimont of Jtaly. Based on their 
report, various modifications are to be carried out in both these 
plants which are presently faced with a number of problems 
including defective equipments supplied from abroad. Appreci- 
able improvement in their performance can be expected only 
after these modifications have been carried out". 

5.24. Drawing attention to the statement made during evidence that the 
World Bank had also madc certain suggestions in regard to the working of 
public sector fertiliser plants. thc Committee enquired into the details of 
these suggestions and the action taken by Government thereon. In a note. 
the Department of Fertilisers & Chemicals replied: 

'World Bank Mission comprising of three Technical Members visited 
the live sperating units of ' X I  nnd Udyogamandal Division of 



FACT in 1969 to assess their performanee and suggest re- 
medial measures for overcoming various difficulties in attaining 
higher capacity utilisation. 

In case of FCI, the detailed report of the Mission was considered 
in consultation with FCI. On a number of points the 
Missions recommendations wefe accepted and implemented 
whereas on some other points it was not found practicable to do 
so for technical and economical reasons. 

In the case Sindri Unit of FCI the Mission's suggestions like better 
control of coke oven gas fluctuation, early commissioning of 
the MEA carbon dioxide removal system in the gas reforming 
area strict checking of naphtha quality installation of pressure 
loop control device and steam carbon ratio regulator were 
accepted and implemented. Their recommendations (a) to re- 
place the letdown valve for urea plant, (b) for drawing up a 
loss prevention programme. particularly in the sulphate plant 
have also been accepted. Some of their recommendations like 
benefication of gypsum, use of lower SIC ratio in reformer and 
LT shift stage in GRP could not be accepted as they were not 
practicable. 

In regard to the Trombay unit, many of the recommendations of the 
Mission have been implemented and on some of the points 
action had been taken even before the submission of the report 
by the Mission. Recommendations relating to stricter pro- 
cess control, switching over to cameronban valve in HP air 
dryers, replacement of internals in Separator, of Turbo-com- 
pressor discharge separator, use of less concentration 
potash and vanadate in carbondioxide removal plant. in- 
stallation of automatic carbon-dioxide recorder, measurement of 
pressure drop across packin9 bed, etc. were accepted and im- 
plemented. There were some recommendations such as the use 
of synthetic lubricent in the HP air Booster and Kontol Inhi- 
bitor in MEA system which could not be carried out due to 
either strong recommendation of the vendor to the contrary or 
due to lack of enough field experience. The suggestion to 
use fuel oil in place of naphtha and increasing gasifier through- 
out was not came,d and feasible with the existing facilities. 

As regards the Gorakhpur Unit. many of the recommendations in 
respect of the ammonia plant like checking of built-in extra 
capacities in each section of the plant were akcepted and imple- 
mented and these fanned the basis of implementation of 
Gorakhpur Expansion Project. As regards the suggestion to 
overcome the power problem. the question of installing a cap 



tive power-plant is under consideration of the Government. 
Regarding urea plant some of rhe reeonmendations formed 
part of implementation of Gorakhpur Expansion. . However, 
some of tde observations of the mission on the maintenance of 
ammonia and carbarnate pumps could not be sustained as the 
machines were operating satisfactorily. 

In the case of the Namrup Unit, a thorough check recommended by 
the Missqon was made on the capability of the ammonia plant 
and it was felt that the introduction of LT shift was feasible 
to increase the ammonia output. This has since been completed 
in one train; the results being encouraging, similar facilities 
are being assembled in the second train also. Their recom- 
mendation to operate the reformer at a much higher pressure 
could not be accepted as the system was not designed for 
operating at higher pressure. 

I n  the case of the Nangal Unit, the recommendation of the Mission 
for putting an additional sale line from FACT was not consi- 
dered worthwhile considereing thc investmen1 involved. Their 
suggestion to replace 3 Nos. synthesis loops with one bigger 
loop had also with significance since the existing loops are to 
be retired after Nangal Expansion. 

In the case of FACT, in accordance with the recommendation of the 
Mission, FACT constituted a committee called the Menon 
Committee to make a critical appraisal of the operations of 
various units of Udyogamandal and to recommend the de- 
bottlenecking steps to be implemented. On the basis of the 
above two reports as well as earlier study made by Sharma 
Committee appointed by Government, FACT undertook a 
debottlenecking programme, as detailed below: 

Sl. No. Particulars of Work. 

'1. New Pump Turbine Unit. 
2. Modification to the Chemicbau acid plant ( 1  60 TPD) 
3. Provision for additicmal acid storage tank. 
4. Gypsam mckncr. 
5. Provision of new grinding mill. 
6. Providing bypass to the super capacity elevator. 
7. ~ ~ ~ t i C 8 p  of sipgle tank reactor. 
8. New hsber' Centrifuge. 
9. Mew bag filter for hardinge Milk 



the propamme of dhttlenecking in Udyogamandal unit of 
FACT has been completed at an approximate cost of Rs. 100 
MdM." 

5.25. Since it had also been stated that learning from past mistakes, the 
.monitoring systems had been improvedconsiderably to keepa watch over 
the performance of individual plants, the Committee dcsired to know the 
details thereof and how far these steps would actually contribute towards 
maximising indigenous production of fertilisers. In a note, the Department 
of Fertilisers & Chemicals stated : 

'?As a first step towards improving the monitoring sysrern, steps have 
been taken to frame the production targets for 1975-76 on a 
realistic basis. In doing so, due allowance has been made for 
factors which inhibited achievement of production targets in 
the previous years. The main factors responsible for this 
shortfall between the estimates and the actual production are 

- - -  indicated below : 

(a)  A variety of fatcors which have resulted in constraints on 
production in operating 1ln;ts; these include (i) power cuts 
and instabiiity of power systems; (ii) occasional labour 
troubles; (iii) breakdowns of plant and equipment due to 
poor maintenance: (iv) unplanned shut downs because of 
unforescen technological difficulties; (v) reduced quantum 
of critical inputs; (vi) extreme age of some of our plants. 

(b) The non-realisation of the assumption that new projects will 
be commissioned on particular dates and would contribute 
towards production. 

The rwsans for shortfull in production have by and large been the 
same lor several years and in makiig the production for cast 
for 1975-76, it has beem assumed that these constraints will 
contiune to operate more or less to the same extent. Discus- 
sions were also held with the managements of each of the 
fertiliser plants both in the public and the private sector; based 
on these discusshns etc. the production target for 1975-76 has 
been fixed at 15 lath tonnes of nitrogen. 

. 
The production performance ob the o p c r w  wits is being 

monitcpred OR a weekly and monthly bash and the reasons 
for the lorrfall in prs8udiocl are sarefutty scrutinised and 
oscmoty cosrective nre~lsutes are taken. 

It may be mantioned here that production at the Trornbay unit of 
the FCI fell considerably short of its production target during 



the &st quarter of the current year on account of some main- 
tenance problems. These problems were discussed with the 
plant authorities at a meeting taken by Secretary (l?&C) at 
Trombay. Following the action taken in the light of these 
discussions, production at Trombay is showing an upward 
trend, vide details below: 

(In ' o w  tonnm of N) 

Month 
Variation 

Target Production from 
monthly 
target 

April 1975 . . . 3'5 2 .5  -1.0 

Discussions are proposed to be held with the managements of the 
other units shortly and a mid term review is also proposed to 
be made. 

The Ministry is also getting monthly progress reports from all the 
projects under implementation and a careful watch is kept on 
their progress. Quarterly performance .review meetings are 
also held in which the progress of implementation of the 
projects is reviewed. It is found that delay in the commis- 
sioning of fertiliser plants is to some extent attributable to 
slippages in the delivery of indigenous equipment. The 
Ministry of Heavy Industries have also taken appropriate 
action to reduce such slippages. 

As against a production of 11.85 lakh tonnes of nitrogen during 
1974-75, a production of 7,59,460 tonnes of nitrogen was 
achieved during the period April 1975 to 25 October 1975. 
This shows that a little over 50 per cent of the year's pro- 
duction target of 15 lakh tonnes has already been achieved. 
Production during the corresponding period of 1974-75 was 
5,91,150 tonnes of nitrogen only. This is a measure of the 
improvement in the performance of the industry during this 
current year .n 



5.26. The Committee desired to note how far the various debottleneck- 
ing measures taken by Government had actually contributed to impwving 
capacity utilisation during 1975-76 aucl 1976-77. In reply, the Ministry 
of Chemids and Fertilisers have sent the following note: 

"Limitations affecting production are identified on a continuous 
basis and in addition to normal preventive maintenance, 
measures such as debottlenecking, renewals, replacement of 
equipments, etc. are taken to optimise capacity utilisation. 
In addition, large scale modifications programmes in regard 
to Durgapur and Cochin projects have also been taken up 
under the Plant Operation Improvement Programme (POP) ,  
being financed by the IDA, to enable these plants to achieve 
and stabilise production near rated capacity. Appreciable 
improvement in these two projects is expected only after 
modifications taken in hand have been carried out. As a 
result of the normal preventive maintenance measures taken 
in various plants for replacement of defective equipments and 
renewals etc., and arising out of the modifications so far 
carried out in Durgapur and Cochin projects, the capacity 
utilisation of nitrogen during the years 1975-76 and 1976-77 
has substantially improved as can be seen from the following 
table:- 

- - -. -. - Production ornitroqen . . , - . - .- . . -~ 
Prod~~ction Caparitv 

in \IT rifi l iwti~n 
( <> ~ 

3 .  ' 

It is difficult to pin point and specify the additional production 
arising out of the various measures taken in varous units. It 
may be pointed out. however. that the same number of units 
which were in operation during 1974-75 and 1975-76 contri- 
buted, as a whole, a production increase of the order of 1.72 
lakh tonnes in 1975-76 and 2.27 lakh tonnes in 1976-77 as 
compared to their contribution in the preceding years." 

5.27. Reviewing the targets of fertiliser porduction proposed for the 
Fifth Plan, the Estimates Committee (1972-73). in paragraphs 1.35 and 



"1.35 The C b W f t e e  find diat the targets of capacXy and prodnc- 
tion ptojecfed for inclusion in the Fiffh Plan are €00 anibitious 
as they envisage a five foM increase in the achievements made 
in the Fourth Plan.   hey feel that such a massive programme 
is impossible of attainment except on the basis of a 'Crash 
Programme' to be earnesdy implemented. Apart from the 
kassive resources to the extent of Rs. 15- crores includiig 
the foreign exchange component of Rs. 650 sores  which will 
have to be committed to implement the pregraaune, the norms 
and procedure ,for clearance of projects and the principles on 
which import of technical know-how and equipment is allowed, 
will have to be reoriented and the implemenatim machinery 
properly orgmised and geared up to work on a 'Crash' basis 
to achieve the task assigned. All this, the Committee feel, 
need a very csareful planning on the part of the Ministry of 
Petroleum and Chemicals." 

"1.36. The Committee hope that if the 'Crash programme' is 
ultirnatey approved, it wodkl be siaeerel'y implemented so that 
the country attains, as the progremdhs envisages, self-sufficiency 
in the field of at least nitrogenous fertilisers. To begin with, 
the Goernment should expedite their decision as to the 
locatioti of the fertiliser plants which would be set up under 
the 'Crash programme' during the Fifth Plan period." 

Again as has been earlier pointed aut in paragraph 5.7 of this Report, 
the Estimates Committee (1974-75) had also, an paragraph 3.23 of their 
76th Report (Fifth Lok Sabha), recommended. inter alia, that while all 
factors coming in the way of fuller utiiisation of the existing installed 
capacity should be attended to on an urgent basis, a time bound crash 
progrmme should also be formulated, at the same ,time, for the. creation 
of additional pfoduction capacity to meet the demand. 

5.28. Asked whether the Ministry of Petroleum and Chemicals had 
seriously considered these recommendatiuns of the E&mafes Committee 
and whether, as recommended by them, the phciples on which import 
a4 technical know-how and equipent was anowed had ban reoriented 
and it was being ensured that the knowhow already available in India was 
being properly utilised, the Secretary. Department of FertlZisers and Chemi- 
cals replied h evidence: 

'The term 'crash programme' in respect of implomentation of 
fertiliser projects has to be understood in a c d n  context. 



With all the Irest will in the w o r k 4 4  am t d W g  of normal 
intarmstiolhal sWMmd~li~.it wOlfM take appn%irnately 36 t o  
42 ltPMlChs to q t e  a std&ck&ed mmonia-urea 
cohkp1e-x from what #e deslcribe as the 'zero date'. The 'zero 
date' is t)re date on which the eontracts tm finally signed. 
From tkdt date till the date of emmiashiag Plre period would 
range fmm 36 to 42 months, and @is would be considered 
to be a good performance. Prior to the %eW ate ' ,  there is a 
process of investment decision making, selection of location, 
seiedm of technology, inviting tenders, evaluation of tenders, 
decia'mns regarding foreign exchange component, the creOts 
to,be allowed, and so on and so forth. Even mtdet a crash 
programme, it was felt rhat a period of twelve mdnths would 
be required for completion 6f this process. I would, therefore, 
menti* to the hon. Members that we utkiwstand the crash 
programme to mean a total pe&d whkh wouM extend to 
52 to 54 months. The word 'crash' in this context is not 
to be takm in the same sense in which it is normally under- 
stood. 

Secondly, in response to the crash programme, another thing was 
done. Instead of trying to stagger implementation of fertiliser 
projects so that we had a situation where year by year one new 
fertiliser plant would m e  into operation, the idea was to 
saction at one time a large number of projects and see that 
they came through simultaneously and in pursuance of this, 
a number of investment decisions werc taken in the public 
sector and provision was made for the private sector also. 
We have submitted to the Committee a list of projects which 
have been sanctioned and which are under implementation 
and also a list of projects which will be taken up in the closing 
stages of the Fifth Plan and which would really be imple- 
mented or be operational in the Sixth Plan. The whole of 
this investment programme involves a lot of money. 

I must mention to the hon. Members that the estimation of the 
investment costs in respect of fertiliser plants has begun to 
cause us considerable anxiety. Till about t h e e  of four years 
ago. an average-sized ammonia-urea p l a n t 4  900- 
tonne a day ammonia capacity-would have been constructed 
at about Rs. 50 to 60 crores; in fact, some of the plants like 
the one in Bangalore. which is now coming on stream within 
a month or so, have ,hen  completed at Rs. 67 crores. Today 
the hvsstment cost for the very same size of plant has multi- 
plied --fold and ranges between Rs. 125 and 180 crores, 



depending upon the feedstock. The cheapest plants are those 
which are based on gas and naphtha. The fuel oil pbts  are 
more costly because they require an air-saparatinn unit. Coal- 
based plants, are still more expensive. This is a major 
problem for the Planning Commission and the Ministry of 
Finance because provision of investible f u d s  has really gone 
out of control, and this is an experience which is felt aU over 
the world." 

5.29, The cornhittee desired to know, in this context: whether 
greater emphasis was being laid or contempla!ed in the Fifth Plan for 
importing foreign technical know-how for fertiliser plants even though 
Indian technical know-how was available fairly in abundance and Indian 
technologists were also capable of fabricating fertiliser '-plants without 
reliance on foreign technological know-how. The Secretary, Department 
of Fertilisers & Chemicals stated: 

"Apart from the question of equipment, there is the question of self- 
reliance in technology, des ip  basic engine ring, detailed engine- 
ering, procurement of equipment and project implementation. 

We have the Planning Division of the FCI, FEDO o f  FACT and 
Engineers India Ltd., which are progressively building up 
know-how in all these spheres. So far as project implementa- 
tion is concerned, it is hundred per cent indigenous. In 
the field of detailed engineering, we have very high 
capacity in P & D, FEDO and Engineers India Ltd. and 
there is no reason to give detailed engineering to foreign par- 
ties. In the case d bask know-how and basic engineering. I 
am afraid, we cannot really make a claim that we have deve- 
loped these technologies. In the case of technology for Urea 
spnthcsis and ammonia synthesis, there are very few techno- 
logies even abroad. There are at best three or four techno- 
logies which are in vogue. What has been done is that P&D, 
FEDO and Engineers India Ltd. are obtaining licensed col- 
laboration from these foreign parties and for that thcy have 
to pay royalties, and work under their supervision. In the 
matter of catalyst development, the P&D has done excellent 
work and wc do not need any knowhow from abroad. In the 
case of detailed engineering, which is tied up to design know- 
how, we feel that the best combination would be to get foreign 
know-how and merry it to our detailed engineering. This has 
been done at Panipat where TOYO, a Japanese firm is pro- 
viding the technical know-how and the basic engineering and 



Eqgbors  Mia Ltd. arc domg the detailed enbeer' 
h l y ,  4a la~pcct of Barauai plant, thite tfie P&' 
entered into a collaboration agrcemeht With a foreign fitm': 

If we have to advance in indigenisation of technology and process 
knowhow, there is a certain price which we have to pay. m e  
progcts have to be slowed down to some extent. We bave 
decide to go in for a balanced approach. Some of the plmts, 
particularly in the private sector, are almost on semi-turnkey 
basis where a lot of the work is done by foreigners. T;or 
some of the plants, we have given the major responsibilities 
to Indian technologists, like the plants at Durgapur, Cochin, 
Namrup and Barauni. We are watching this with interest aad 
with certain anxiety. We have yet to commission Nmmp 
and Barauni. If we commission these successfully and they 
work to capacity, it would be another fee other in the cap 
of M i a n  technologists." 

5.30. As has been pointed out by the Department (vide paragraph 
5.2), w far the preferred fds tock  for the production of nitrogenous fert'- 
l k m  had been naphtha. However, irl view of the anticipated deficits in 
naphtha supplies on account of hardening of world supplies, increase in 
prices and uncertainties in regard to internal availabiliyt to sustain a major 
expansion programme for the production of fertilisers, a policy decision had 
been taken that there should be maximum diversification of the feedstock 
and that, as far as possible, fertiliser capacity should be developed on other 
feedstock like heavier petroleum fractions and coal. 

5.31. The Feedstock Committee, appointed by Government in 1969, 
which had considered the relative economics of manufacture of fertilisers 
making use of imported naphtha, imported fuel oil. coal, imported liquified 
natural gas, imported ammonia and electricity, had found that the use of 
coal and electricity involved the minimum outflow of foreign exchange. 
The Committee, in its report submitted in November 1970, had, however, 
c01y:luded inter alia, that in the case of electricity, the then available tech- 
nology made the fertiliser plant more capital intensive than that based on 
any other feedstock and therefore unattractive for fertiliser production, 
even when power could be supplied at cost price, though it had felt certain 
developments, in experimental stag, if proved successful for commercial 
use in fertiliser production might be of interest for adoption. The Feedstock 
(lammittee's fin&ngs/conclusions in regard to other feedstock for the manu- 
facturn of fertilim are brietly indicated below: 

BJatural and Coke oven gas: On the basis of domestic availability, the 
had conduded that the supe in this direction would also bs 

W d .  
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Imported Liquified Natwd Gas (LNG): In view of the fact that any 
economic use of imported LNG would require procaring and transporta- 
tion of the gas in very large quantities for beyond the requirements of one 
or two fertiliser units, as well as on other considerations, the Committee 
had found that its use as feedstock in the immediate future may not be 
practicable. 

Imported a m d a  : Import would be expensive in terms of foreign 
exchange outgo compared to the import of the basic feedstocks like napthal 
fuel oil and there would also be certain limitations on the product pattern 
when straight nitrogenous fertilisers were required to be produced. The 
Committee had. therefore. felt that the import of ammonia could be thought 
of only to a limited extent in special circumstances when it could be con- 
verted into complex fertilisers at port locations. 

Heavy crude, fuel oil, naphtha: Use of crude as feedstock for fertiliser 
production at inland locations excluded on .practical considerations, leaving 
naphtha and fuel oil as the major alternative available in the choice of the 
feedstock. Between these two, the use of fuel oil/heavy petroleum frac- 
tions had been recommended by the Committee as the major feedstock 
for the fertiliser capacity to be developed in the Fifth Plan for the follow- 
ing reasons: 

(a) Naphtha would be in short supply even to meet the commit- 
ted requirements of the fertiliser and petrochemical projects 
and would continue to be so in the foreseeable future. 

(b) Though the initial investment on a fuel oil based plant and 
its foreign exchange component would be somewhat high com- 
pared to that of naphtha based plant, the recurring foreign 
exchange expenditure in case of the former is much lower. 

(c) while the recurring foreign exchange requirement favours the 
use of fuel oil as feedstock even when both naphtha and fuel 
oil are to be imported, it is possible to make available the feed- 
stock requirements of fuel oil for the fertiliser industry from 
out of local production within a relatively rhortcr time with 
development of more refining capacity. 

, 
The Feedstock Committee had, however, found that while economic con- 
sideration favoured the use of fuel oil as feedstock, its commercial profit- 
ability did not match the use of naphtha as feedstock. According to its 
studies, in order to attain comparable profitability, the! price of fuel oil had 
to be cheaper by about Rs. 108/- per tonne compared to that of naphtha at 
a given location. In this'context, the Committee had stressed the need foi 
adjustment in the pricing of fertiliser feedstocks and waiver of all duti l  'm- 
fuel oQ when used as feedstock for fertiliser production. , l i t l l e  



5.32. As rc&ards tbe use of casl (which is abwidantly available a the 
country) as a feedstock for the manufacture of fertilieers, a representative of 
tbe Ministry of Petroleum and Chemicals had informed the Estimates Corn- 
snittee (197273) as follows: 

"Coal is an integral part of the fertiliser strategy and it is for that 
reason that there were three plants of large size based on coal. 
It is particularly anticipated that in areas close to the coal avail- 
ability in the country, future development should be oriented 
towards coal-based fertiliser plants. But, we would like to get 
some experience on Iarge-sized planB at Talcher, Rarnagundam 
and Korba, before expanding the coal-based plants on any 
sizeable scale or putting up new plants on any sizeable scale." 

5.33. The Committee, therefore, desired to know whether in the matter of 
establishing coal-based fertiliser plants, we had proceeded expeditiously 
enough, particularly in the context of easy and abundant availability of coal 
-and the economic advantages likely to accrue to the country. The Secretary, 
Department of Fertilisers and Chemicals stated in evidence: 

''me Planning Commission and the Cabinet have decided to go in 
for the three coal-based pIants-Talcher, Ramagundan~ and 
Korba. Of the three. in two actually the implementation is 
going on, Korba plant has slowed down not because of any 
other reason but because of finance. In the case of Talcher 
and Ramagundam, they are in full swing. We have assessed 
that they can be commissioned in the year 1977. This is the 
first time that we are putting up two mabr coalbased plants in 
India; unfortunately for us, these are the only coalhased plants. 
They do not exist anywhere else in the world except in South 
Africa. The only comparable plant to Talcher and Ramagundam 
is at a place called Modders fontein in South Africa. We are 
getting intelligence as to how it is faring. But we are not able 
to send our engineers there. We are only trying to get tbe 
intelligence from the ICI which bas put up this plant. We are 
keeping our fingers crossed as it is the'first time we are commis- 
sioning large coal-based plants and one does nat how;  there 
may be technological problems. . . . . . a speCic question arose 
before the Government as to whether they should now go in for 

, more massive investment in coal-based plants or fhey should 
wakh first how Talcher and Ramagundam fare." 

* 5.34. Since it had been stated that coal-based fertiliser plants did not 
.&xist anywhere else in the world cxctpt in South Africa, the Committee 
asked wbtbcr a plant of the size and magnitude a# Talcher and Ramaguadq 



"There is a plant of large size in South Africa, which had been 
commissioned approximately nine months ago. l 'his is an ICI 
plant with the similar technology-Koppers Technology-which 
we are using in Ramagundam and Talcher. Of course, we have 
some constraints in regard to sending people there or getting 
idarmation from there. But, we are keeping in touch with the 
situation and we are getting reports from our consultants about 
the progress of this particular plant. From what we have heard 
so far, things are a little better than perhaps feared and tho 
p l a t  had been successfully commissioned and is in operation." 

"The bulk of the plants in the world are based on Gas or on Naphtha. 
Fuel &-based plants are vary few. There is only cne coal-based 
plant. We are having in Talcher and Ramagundarn in a sense,'a 
major experiment. There is an obvious investment risk and one 
cannot say. We do not have any past experience of running 
major coal-based plant. Technologically they are quite sound. 
We are in touch with the experts having this knowledge in the 
world. Those, who have commissioned the South African plants 
are helping us to Commission these plants." 

In view of the fact that forelgn multinationals like 1CI were highly secretive 
about their processes and technological developments, the Committee desired 
to b o w  whether the viability of the proposal had been examined in detail 
before venturing upon a 'major experiment' of this kind. 

The witness stated: 

"The ICI plant is there. The consultants are KOPPERS from Ger- 
many. The consultants who gave the process, knowhow for coal 
gasification-the same people have given it to us. We have an 
inter-link." 

Asked whether the relationship with KOPPERS of Germany was good, the 
witness replied that they were excellent. To another question as to when 
tfic two coal-based plants were expected to go on stream, the witness 
replied: 

' m e  meckanic@ commissioning of Talcher will be fairly certain in 
the month of June 1976. Thereafter, the other streams will be 
mechaaically axppleted and even the pre-commiasipn tr@ls 
HiSl a r t  and we expect Wrn ts be in,prodyqtioll in! $477,';. 



'#I say that experimentation is not to be interpret@ as implying that 
tbnre would be no sort of misgivikigs m our part." 

5.35. In view of the apparent risks and uncertainties involved in the 
experiment with coal-based fertilim plants, the ~ommiftee desired to know 
whether before going in for large-sized plants, which were going to take a 
ldger  time to commission and also involve larger capital outlay, smailer 
plants could not have been initially experimented with. The witness stated: 

"These are standard size plants producing 900 tonnes of ammonia 
and 1050 tonnes of ammonia respectively." 

He added: 

". . . .we could perhaps have had ,pilot scale experiments. We 
would be postponing further the possibility of using coal in 
any significant scale." 

Elaborating on this point further, the witness stated: 

"About the feasibility of coal based technology, tbere was an 
international seminar held in DeUli an coabbased technology. 
Technologists were invited from various parts of the world 
and papers were read out. All aspects of coal pbts  were 
taken up." 

5.36. On the Committee pointing out in ,this context that the possibi- 
lity of evolving a coal-based technology had been suggested and supported 
by Indian scientists like the late Dr. A. C. Ohosh more than two decades 
earlier and that had the suggestion been pursued to finality, a good deal 
could ,perhaps have been learnt from the expuience earlier instead of 
relying on the somewhat uncertain outcome of foreign knowhow, the 
Secretary, Department of Fertilisers & Chemicals replied: 

"We have no reason to doubt. When you mentioned 2 decades, 
you must recollect the fact that investment policy has changed 
because of the change in the oil prices. Prior to that oil was 
cheap. Correspondingly the price of Nafltha and fuel oil 
was cheap. Coal was not a competitor. Today coal is a 
competitor. I am not sure whether two decades ago one could 
have prudently made coal-based investments." 

Asked whether .in spite of the certainty in e@rd to the abundance of coal 
resources and views of Indian scientists of dlibre, the feasibility of using 
coal as a fecdstodt far fertilisen had been ovkrlooked mmpletely because 



d the powerful lobbying of oil interests in Government, the witnos 
replied: 

'"I would not accept that. In our planning we are making invest- 
ments in fuel oibbased plants, coal plants, naphtha plants and 
gas plants.. We have spread risks in respsct of all the feed- 
stocks, coal being one of them." 

Drawing attention again, in this context, to the abundance of coal in the 
country and to the fact that even in the field of textiles, in spite of the 
sophisticated and modern technologies, khadi and handlooms were also 
simultaneously being encouraged as they had a role to play. the Committee 
desired to know why small coal-based ventures had not been started earlier 
and whether this had not been given the serious attention that it rightly 
deserved on the advice of the oil magnets. The witness stated: 

"I very much doubt it; a decade ago there was not this problem of 
oil." 

On the Committee pointing out that even in respect of oil, the country at 
that time was largely dependent on foreign supplies and that it prima 
facie, appeared that to foster cooperation with oil and other foreign 
interests, cod-based technology had been rather neglected in the past, when 
smaller cod-based units for fertiliser production could perhaps have been 
established alongwith plants using petroleum bye-products as feedstock, 
the witness replied: 

"We will make a note of this. This technology for coal gassifica- 
tion is a recent one. This was not available in India. This 
has wme in fairly recent years." 

Asked whether some studies in this regard started in the Dhanbad Instlfute 
had not been abandoned to the detrimemt of the country's wider national 
interests, the witness replied: 

"Studies were made in Dhanbad some years ago. But they had 
not resulted in coal-based technology in the sense that we 
understand the technology of gassificatioln of coal. Whether 
this might have emerged, if more encouragement was given, 
on this point, I am not redly in a position to give n firm 
answer." 

He, however, added : 
'Let me make some firm statement. There was no technology in 

India on the basis of which one could have a coal-based 
brtiliser plant. It is true that Dhanbad Tnstitute was making 
some studies. Those studies did not throw up the techno- 
lorn as such. If your question is. had they been given 



daco-t, would they have daae, well, an hat,  I am olar 
entirely aum whether I could give an act8wcr to that question. 
At .that thne, the availability of oil and the position d 
n e t h a ,  gas and fuel also did not really force us into a 
position to coazsider coal with the kind of seriousnew with 
which we are considering it today." 

5.37. With reference to a statement made earlier by the witness (vide 
paragraph 5.28) that while fertiliser plants based on gas and naphtha were 
the cheapest and fuel oil-based plants were more expensive, coal-based 
plants were 'still more expensive', the Committee desired to know now 
the coal-based plants could be more expensive. The Secretary, Depart- 
ment of Fertilisers & Chemicals stated: 

"The difference between the two would work out to about Rs. 25 
to 30 crores. Of course, there is this advantage in the case 
of coal-based plant that the feedstock is very cheap; the 
feedstock is coal which is cheap and does not inovlve any 
foreign exchange." 

Asked whether only the initial investment cost was higher or whether the 
average cost over a period of time would also be higher in the case of coal- 
based plants, the witness replied: 

"There are two things: one is investment cost and the other is 
production cost. The investment cost in the case of coal- 
based and fuel-oil based plants is higher than that of gas or 
naphtha. This does not mean that the production cost will 
be higher because the input cost in the case of coal is the 
lowest.'' 

He added 

"The feedstock coal is considerably cheaper than the feedstock 
fuel oil or naphtha. The point really is this. In the cost of 
production. you have the question of meeting your interest 
and depreciation charges, vou have the feedstock cost and 
so on. If coal-based plants onerate at 80 to 84 per cent 
capacity, they would he producing fertilisers at a kmparable 
cost or it may even be cheaper. At this stage. i t  is too early 
to say anything. As I mentioned. .this is our first experience. 
All over the world there ic not adequate expedence as yet 
of the coal-based techwlogy." 



To, an@p pestion. wh-6. ap pc-t of ELe biS ad the co- 
qupt,hc+w in w rn d pllole+based byvpa lvq  dsc was any 
r e g  oqr the part of t&t -t of the P h b h g  Commission to 
~ n v e r t  some of tht aqlier naphtha-based projec& un#er implementation 
to  coal-based ones and whether this bad also led to d j q m  in the complo- 
tion and dommissioning of these projects, the witneag mpliad: 

"You are hundred per cent right. But the other aspect is that 
each plant can be run only on an easily availabie feedstock. 
It is wholly to the advantage of our country that we have a 
feedstock which is available within the country and coal ir 
the classical exemaple. We have adequate stocks of coal sod 
very cheap coal. Today coal is being produced in h44t at 
a pithead price of one-fifth of the cost in UK or Western 
Europe."' 

He added: 

"A decisim was taken by us that the plants at Bhatinda and 
Panipat e l c h  are now under construction should be based on 
fuel oil. There again the philosophy is similar, that we 
would be producing in this country from our own refineries 
all the end products including naphtha and fuel oil to fwd 
these fertiliser ,plants. Fuel oil is much cheaper than naplitha 
and the difference in price is anywhere between 35-40 dsllars 
per tonne and an average sized plant requires 250,000 tonnes 
of feedstock. It is for this reason that the foreign exchange 
cost of importing fuel oil would be considerably lower than 
naphtha aud we are also trying to reduce our dependence on 
sources abroad. 

I would again repeat that the programme must be viewed in the 
context of the size of investments in fertilisen." 

5.38. The Committee desired to know the extent of delay in the 
commissioning of various fertiliser plants programmed for execution dmring 
the Fourth and Fifth Five Year Plans and the reasons for the delay in the 
corareiesioning of coal-based fediser  plants at Ramapndam, Talcher 
and Korba and the present status of these plants. In reply, the Ministry 
of Chemicals aod Ferttilisers have furnished a detailed note which is at 
Appendix Xxn. 

5.39. fn the pwent context of short supply and high prices of chemical 
fertilirw, $re dewlop& d locd raaMvial r e e e m  and the use of 
oqpk  raraass mmnc weat importoaee. &sides, &a ust of organic 
manutcs in conjuaction with ~h-1 fertili- M dm very essential 



pHbwhg duSzkial b- end few&$ bf the soil. Unfortunately, 
however, a full scale national drive for the dkveiopmerrt and use of organic 
~ U T C S ,  par@cularly from cattle dung and o&er waste matter which are 
avidfable in adundance, is yet to be launched to reduce the almost excessive 
dependence on and stranglehold of chemical fertilisers. 

5.40. One perennial source of rich natural manure-cattle dung 
(Ootw)-is yet to be exploited fully, in spite of the fact that this should 
receive top priority. According to an article featured by the United 
Nations Environment Programme (UNEP), based on a study by Prof. 
Amulya Kumar N. Reddy, Convener of ASTRA (Application of Science 
a ~ d  Technology to Rural Areas) at the Indian hstitute of Science in 
Bangalore, the Gobar Gas plant is the right choice of technology for 
making fertiliser in a developing country a d  "will increase self-reliance 
in two fundamental needs-fertiliser for growing more food and energy 
for cooking it." (Gobar Gas plants break-down human and animal 
wastes into rich fertiliser and release energy in the form of methane gas 
which can be used for cooking). The study points out that to produce 
230,000 tomes of nitrogenous fertiliser a year, a developing country can 
build one Iwge coal-based plant in the city or 26,150 small, village level 
b i i s  (Gobar Gas) plants, which would generate 130 times as much 
emjduymeat in poor, rural areas where employment is most needed. 
Besides, bio-gas plants, each of which will produce 660 units of energy a 
day, will, according to the study, "speed up development and eventually 
slow, down population growth by making it unnecessary to have large 
families.'' 

5.41. The importance of Gobar Gas technoldgy has also been recog- 
deed by the United Nations Conference on Trade and Development 
(UNCI'AD). A Press Trust of India Report appearing in the 'Economic 
Times' of 17 December 1975, cites an UNCI'AD progress report on 
Transfer of Technology, according to which Gobar Gas technology is one 
of the priority areas where "global action wou!d be desirable" and the 
village scale bio-gas plants developed in India "show promise of savings in 
capital cost, foreign exchange and money." The report also said that 
the technology developed in India for producing cooking gas and improved 
nitrogen fertilisers as an alternative to the existing fertiliser technology, 
which was advanced and oil-based and also cost?y. "is expected to generate 
snbsts~tid employment in the rural secm d es~4 thspott." 

5.42. Yet mother &ck enritled "Bio-gas (Gobar Gas) Plant in 
~ v c Y 9  by R. k. ~ b t h i ,  sppcarmg in the 6 kyember 1975 issue 
d -(rim& fa&, dbes Uie fuTbwin@ views of Or. H. M. Setlma (Chit- 



man, Atomic Energy Commission) in his artit& 'A Total View* (prrbarohd 
in "Seminar" of October 1974) : 

". . . .there is a great deal of potential in non-comerdal fuels 
like vegetable waste, firewood and cattle dung It is esti- 
mated that in 1975-76 around 324 million tonnes of cattle 
dung will be available in India. In 1972, we have used only 
0.15 million t o ~ e s  of cattle dung in Gobar gas ,plants located 
in different parts of the country to produce methane gas and 
manure." 

Awasthi further quotes Dr. Sethna as observing that the design for the 
Gobar gas plants have been standardiscd long ago and they have a very 
high potential for satisfying local energy and fertiliser needs of the rural 
areas and that as the material was available in a large quantity, there was 
potential to set up one plant in every large-sized village. According to 
another 'expert', cited by Awasthi in his article, the burning of the cattle 
dung in the whole of the country at present amounts to losing annually as 
much fertiliser as ei_eht Sindri p!an!s can produce and that it is capable of 
generating energy equivalent to 24 billion litres of kerosene. 

5.43. Writing of the experience of an Indian delegation to China in 
1956, in his article 'Organo-Mineral-Fertiliser for Indian Agriculture', 
Dr. S. P. Dua, Chief Agricultural Scientist, Fertiliser Corporation of India, 
says: 

"About 85 per cent of the total cultivated area in China is manured 
through organic manure such as aright soil, stable manures, 
compost, green manure crops, mud from the bottom of the 
canals and ponds rich in organic matter, oil cakes, etc. It 
is estimated that some 50 per cent of the manure used is night 
soil and stable manure, 20 to 30 per cent compost and 10 to 
15 per cent green manure." 

5.44. Pointing out that while cheap organic manure could be obtained 
without a great deal of effort in the rural areas millions of rupees were 
beiig spent for thc purchase of fertilisers from abroad, the Committee 
desired to know why the use of organic manures, which would be ideal for 
a tropical country like ours. had not bean given adequate and serious 
consideration. The Additional Secretary of the Department of Agriculture 
stated in evidence: 

"I may briefly mention that we have been giving importance to the 
mobilisation and thc ~ltilisation of organic fertilisers and green 
manures and' so on and this has given an added emphasis in 
the context of the increased prices of fertilisers. As a matter 
of fact we are also subsidising utilisation of sewerage and 



, 8- to the extent of 33-113 per cent kom the ~ o v ~ f r  
of India to the States and also for erect4 mechaniged corn- 
post plants in the municipalities and also for Gobar gas 
plants to the extent of 334 per cent and 25 per cent respec- 
tively. As a matter of fact, there are States who give con- 
cessional water for growing green manure crops so that the 
cultivators are encouraged to grow these and also raise farm 
yard manure. Actually, in view of the shortage and the 
increased prices of fertilisers, this is getting added importance 
and emphasis and is being implemented." 

Another representative of the Department added in this connection: 

"It is true that we must make use of all the organic manures that 
are with us. Recently, a committee was appointed by ICAR 
which submitted a report which indicates that there is a 
possibility of increasing the use of organic manures in the 
country and today roughly, they say. we can raise the usage 
by about 30 per cent more of manure. by improved methods. 
The Department of Agriculture has taken certain action and 

. . advised the State Governments in the matter of the fullest 
utilisation of organic manures and also increase their produo 
tion by cultivation of green manures crops, use of compost 
and use of the wastes in the cities by converting them into 
composts properly. There is a scheme for making use of the 
gobar which is being burnt in the country through gobar gas 
plants. A start has been made possibly within this plan 
about a lakh gobar gas plants will be set up by providing a 
subsidy of 25 per cent. Certainly I would a g w .  . .that 
there is a need of stepping up the use of organic mmures. I 
must also say here that our overall agricultural production 
programme certainly depends upon the actual utilisation of 
the nutrients available in the country in the form of organic 
manures and also in the fonn of inorganic manures. What- 
ever levels of cansumption today we have in the form of 
organic manures. it will take sometime to improve its utilisa- 
tion. In the meantime we need more production for which 
a certain amount of inorganic fertilisers are needed and 
therefore action has to he taken simultaneously with regard 
to the improved utilisation of the tp)o types of fertilisers." 

5.45. In view of the fact that the utility of organic manures was only 
too'well-known and even in more developed countries. pleas were being 
made in international conferences for the use of or~ilnic manures. the 
Committee asked whetHer .the Central Govmmcnt was still only at the 



of sugges~cms and proposals to the St& Oovernments h 
-tbio re#ard. Tbe !jecramy, Departmint 6f Fertihers hnd Chemicals 
replied: 

"My Minister, Mr. Malaviya, is the strongest proponent of organic 
festilisers and although he is heading the Department of 
Chemicals & Fertilisers he is all the time emphasising that we 
should take the lead now in the development of organic ferti- 
hers  and he has set up a group under my own chairmanship. 
We have invited the representatives of the Department of 
Agriculture to work out a specific programme where we can 
commercialise some of the ideas which are being suggested 
by people like Dr. Dua . One of the suggestion is that Dr. 
Dua himself who is a very knowledgeable person on the subject 
should be appointed as a director of one of our companies 
specificalIy in charge of producing organic fertilisers on a 
comrnercid basis. One of our suggestions is that we will 
have mixtures of organic fertilisers with pyrites as a soil con- 
.ditioner for alkaline soil and mixtures of organic fertilisers 
with rock phosphates as soil conditioners for acidic soil. We 
are working on this right now. Here again one comes across 
some problems like anocation of business with regard to 
which, as far as we can see, the subject of oragnic fertilisers 
is a subject with the Ministry of Agriculture. But we do not 
draw any dividing line and we are trying to collaborate with 
them as to what best we can do." 

Dealing, in this connection, with the economics of this question, the 
nvitnws ad&: 

"With regard to the economic aspea of the matter, the point really 
is that to produce economically, you have to collect the 
organic matter at one place. Om impression is and this 
impression is also supported by certain preliminary studies 
made, that in the case of city sewerage schemes you can 
economically collect the organic matters for commercial pro- 
duction. So, in the case of municipal and city areas you 
can make this into a practical proposition. But, in the 
case of rural areas it is a lot more difficult because the collec- 
tion of manures is a lot more difficult i n  the sense that we 
do not have concentrated areas as m Empe.  In the case of 
Burope you have stabling of animals like cattle stable and 
-horses stable where an enormous amount is dung is available 
a t  m e  pl?ce.while in India it is not so. In  mral areas the 
@ng r p a d  all over the comtrysMe and the question of 
allccting it at plae is very dMlcalt.m 



46 As a specific recognition of this, there is a specific programme 
approred by the Planning Commission and the ' F'inanct and 
Agriculture Ministries for subsidking and promoting the idea 
of compost ,plants and bio-gas plants!' . 

5.46. To another question whether a judicious solution could not be 
found to these problems and difficulties and whether any model schema 

been conceived for the purpose, the Joint Secretary (Inputs), Depart- 
ment of Agriculture replied: 

"We have been mobilising organic manure in city and rural areas. 
That is why in the Fifth Plan we have come up with the schema 
that the waste cam ;be utilised if we give some assistance to 
the urban cooperatives, the corporations and municipalities to- 
set up compost plant. Similarly, for Gabar Gas Plant, 10,000 
units have already been established last year. This year 
because of an increase in the demand from the State Govern- 
ments, we have gone to the Planning Commision to increase 
the number of units from 12,000 to 26,000. Sewerage aadi 
siltage utilisation scheme might give them necessary assistance 
to utilise the waste." 

5.47. The Ministry of Agriculture and- Irrigation (Department d 
Apiculture) have furnished the following .note* on the implementation 
of the suggestions made by Dr. S. P. Dua on production of organic mineral 
fertilisers : 

"No formal Con~mittee has been set up in this Ministry for plan- 
ning the development of organic fertilisers. However, Inter- 
Departmental meetings have been held in this Ministry from 
time to time in the past to consider the promotion of direct 
application of minerals like pyrites and rock phosphate pro-- 
duced by Pyrites, Phosphates and Chemicals Limited, a public 
sector undertaking, and also for development and promotion 
of suitable admixture of these minerals with organic manures, 
F d l k  Colparation of India have already conducted some 
!laboratory and Wd testa for the development of organo- 
mineral fsrtiltars aud am prese~Itly drawing up proposals 
based an the ideas of Dr. S. P. h a ,  Chief Agronomist, Fa, 
for setting up pilot plants for production of organic mineral 
fertibenj which would cover inter-&a study of factors such. 

. - --- . - - - -  
*Not vettrcl in :Audit 



ttm of podoCtion, cost of marketing of organa-mind' 
f e d a m  md the cost per unit to  the fanner as compared to. 
the cost per unit of chemical fertilizers. Further action for 
taking up the development of organo-mineral fertilizers on a 
oommcrcial scale would be considered depending on the 
results of. pilot plant tests and other studies to be conducted 
by FCI and also by various agronomic institutions about the 
efticacy of such feltikms." 

5.48. In a note furnished at the Committee's instance, on the s t e p  
taken by Government to encourage the use of organic manures and to 
establish gobar gas plants, the Departn~ent of Agriculture stated: 

"Various schemes for the development of local manurial resources 
both in urban and rural areas, notably the following ones have 
been in operation with varying degree of success during the 
Plan periods : 

(a)  Urban Compost. 

(b) Sewage and Sullage Utii'sation. 

(c) Rural Compost. 

(d)  Green Manuring. 
C 

The above programmes have assumed greater importance than 
ever before, in the contcxt of fertiliser shortage faced from 
time to time. Comprehensive programmes have, therefore, 
been formulated both undcr the State and Central Sectors for 
stepping up production of organic manures :n the country, 
largely with the objectivc of supplementing the requirement 
of plant nutrients vitally needed for increasing agricultural 
production in the 5th Plan. 

The target is to produce 205 million tonnes of rural compost and 
4.8 million tonnes of urban compost during 1974-75 and to 
raise it to 350 million tonnes and 7.5 million tonnes a year 
respectively by the end of the 5th Plan period. Grcen manur- 
ing programme will also be intensified to the extent feasible. 
I t  is also planned to utilise sewage/suflage for itripation to tke 
mPximum extent possible. 

An outlay of ks.  9.00 crores have been provided under the Central 
:Wtor for the following programmes which would hear definite 
and quick results. 



*(I) Setting up of 27 mechanical compost plants in cities having 
population of 3 lalrh and above to manufacture compost 
manurd from city wastes. Central Amistam by way of 
grant-in-aid to the extent of 33 per cent of the capital wst 
will be given to Municipal Corporations/Agro-Industries Cor- 
porat:ons volunteering to set up these plants. Construction 
of one compost plant at Ahmedabad was taken up in 1974-75 
which has been completed and put into successful operation. 
A sum of Rs. 20.0 lakhs has been sanctioned as grant to 
Gujarat Agro -Industries Corporation Ltd., Ahmedabad. 
Administrative approval for setting up another 56 plants has 
b e n  communicated during 1975-76. 

*(2) 200 sewagelsullage utilisation schemes in cit'es1towns where 
such potentialities exist, which will irrigate an area of 16,000 
hacQtea Central assistance by way of grant-in-aid to the 
extent of 33 per cent of the capital cost will be given to the 
Munici'pal CommitteeslCorporations taking up such schemes. 
59 schemes costing Rs. 157.35 lakhs were approved by the 

Government of India during 1974-75. Grant of Rs. 33.66 
lakhs in respect of 30 schemes was sanctioned and released 
during 1974-75. During 1975-76 administrative approval 
for implementation of 127 schemes costing about Rs. 435.15 

lakhs (=vised for 127 schemes upto 1975-76) has been given 
up. Rs. 2.7 crores has been given. 

(3) Setting up of 1 ,Q0,000 gobar gas plants in rural areas for 
production of gas for fuel purposes and good quality manure 
for agricultural production; 20.000 plants are being set up in 
1974-75 and 1975-76 under a 'Seeding Programme' for which 
25 per cent subsidy on the capital cost will be given to the 
beneficiaries. Besides, loan assistance from the nationalised 
banks will also be provided. Under the seeding programme 
29,403 gobar gas plants have been completed upto 1975-76. 
Subsidy amounting to Rs. 224.81 lakhs has been released for 
28,224 plants. (Upto 1975-76). 

(4) Award of Prizes to local bodies and gram panchayats doing ex- 
cellent compost work. Under this programme no prize could 
be accorded during 1974-75 due to late communcement of 
the scheme. Enteries have been called for in the current 
year. 

(5) Organisation of demonstration-cumtraining camps by the 
Farmers' Associations regarding production and use of organic 
manures. 200 such camps will he organised every year and 



a p q  of R5.25.01- pw camg wil l  IBB rpada d s b l d  to there 
associations. 135 camps were organissd 1974-75 for 
which grsnt il~g~ugting to Rs. 33,750 (a &*.this amount a 
sum of 6ts. 1,100 was refunded in September, 1975 being un- 
spent balance) has been released. Allotment of camps for 
the year 1975-76 has already been made to the various associa- 
tions. 

Besides, the programme undertaken in the Central Sector, the 
various State Governments have undertaken a number of 
activities pertaining to the development of local manurial 
resources under the State sector. State Governments have 
been requested to take the followix@'~teps'' ili :"'regard to pro- 
moting the use of organic manures : 

(a) Orginising compost weeks/campaigns. 
I * _ .  

(b) Training of farmem in the tecbniquts of conlposting. 
(c)  Intensive promotional propaganda/publicity through AIR, 

TV and press. 

( 6 )  States have also been advised to lay stress on the following . . 

pragrammes which w:ll augment production of compost in 
rural areas: 

(:I) Construction of improved cattle-sheds permitting collection 
of cattle urine also. 

(b) Night soil conservation on community basis in selected 
villages-provision of Wardha type laterines and movable 
latrines. 

(c) Construction of suitable latrines/urinals in schools to con- 
serve and utilise night soil and urine for manuring %hod 
fields/vegetable plots. 

(d) Construction of urine and compost pits and manure sheds 
in goshalas and pinjrapoles for better conservation of cow- 
dung and urine. 

(el Construction of manure sheds in coastal areas. 

( f )  Construction of roofed pits/heaps for storing manure under 
severe cold climate. 

(g) Compost making by landless labourers as ancillary occupa- 
tion to supplement their income. 

(h) Preparation of poultry manure as an adjunct to p u t t y  
?evelopmeat. 



(i) Popularisation of improved pens for goatslshecp and pigs 
with roofing and pucca manure pits which are considered 
necessary for the health of animals as also for conservation 
of droppings in the pits for manure making. 

(j) Extension programmes of FarmISocial Forestry including 
Reforestation of Degraded Forests and raising of Shelter 
Belts, Mixed plantation on Waste Lands and Panchayats 
lands, for raising fuel wood species." 

5.49. The Committee desired to know the actual progress made so far 
in the development of organic fertilisers and the results achieved in the field. 
In reply, the Ministry have furnished the following note*: 

"Recognising the need for supplementing the use of Chemical Fer- 
tilizers and to increase their efficiency, various schemes for 
development of organic manures viz., Rural and Urban Com- 
post Production, Sewage/Sullage Utilization and Green Manur- 
ing have been in operation through the Plan periods. 

To intensify the programme for production and use of compost 
and other organic manures, a comprehensive programme has 
been taken up during the 5th Five Year Plan. The target is 
to produce 350 million tonnes of Rural Compost & 7.5 million 
tonnes of Urban Compost a year, by the end of the Plan period. 
Against this, the present production is of the order of 200 mil- 
lion tonnes and 5.3 million tonnes of rural and urban compost 
respectively. Green manuring and sewage/sullage ulilisation 
programmes are also being intensified. Presently, the area 
receiving sewage irrigation and the coverage under green manu- 
ring is 30000 hectares and 5.69 million hectares respectively. 

3. In addition, certain key programmes capable of yielding definitc 
and quick results have been taken under the central sector. 
Initially, an outlay of Rs. 9.0 crores for the Fifth Plan period 
was approved for various components of the Central Plan 
Scheme. This has since been enhanced to Rs. 16.54 crores. 

Various components of the integrated scheme and also the Plan 
outlay and provision for the current year (1977-78) for each 
are indicated in Appendix XXIII." 

5.50. As pointed out enrlier in thip Report, though the growth of the 
idgenous krtUisu industry bas been no doubt impesslve in terms 02 hs- 
bkd cnpadty, actual prodPrtion of fer tuhs in tho country hrs, however, 

*Not vetted in Audit. 
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not kept pace commenmately with the capacity and estimated d d ,  
w- lruge imports to bridge tJw BPP. 'lU Committee have been 

, ,  imp^$ t b t  wi+,a view ,to acbievbg se l f4c i enrcy  in -fe~tilfse~, 
country has embarked on a very large proggramme for capacity expansion 
as a part of which 21 projects (with a total capacity of 2.16 million t o a m  
of nitrogen and 0.46 million tomes of P, Oh were in different stages ol 
imrJ1eanentation and another 8 projects (with a total capacity of 1.58 d- 
Pon tonnes of nitrogen and 0.46 million tonnes of Py O 6  had bee. np- 
provedlapproved in principle and were expected to be taken up for i-e- 
mentabion depending, among olher tbfngs, on the availability orf rwources, 
aad that with the completion of all projects, the total capacity would 
rise to about 6.5 miltion tonam 0fl nitrogen and 1.78 dUion tonnes of Pa Or, 
(.s against the installed capdty  of 1.94 million t o w s  of nitrogen and 8.56 
million tomes of P, Oj at the end of the Fourlb Plan). While it is thus 
anticipated that the increased production arising from the substantial addi- 
tion to capacity would help in narrowing appreciably the gap between de- 
mand and indigenous availabilily of fertilisers, the Department of F e r t i b s  
and C h d d  have nevcatheless stated tlhat though the Fifth Plan docu- 
ment envisaged a capacity target of about 6 million tonnes of nitrogen and 
a capacity of about 1.7 million tonnes of PI 0 ,  it had become necesuuy, 
on account of financial constraints, to rephaso some of the projects as a 
result of which production by 1978-79 (the terminal year of the Fifth Plan) 
was expected to be only about 3.0 million tonnes of nitrogen and 0.9 d- 
lion tonnes of Pz O6 as against the assessed requirements of 5.2 million 
tomes of nitrogen and 1.8 million tonnes of P 0 , and consrquentl~ there 
wonld still be a gap between demand and indigsnous atailability which may 
have to be bridged by imports Some of the projects for augmenting t6e 
indigenous capacity for production of dhemical fertil'sers will also lrc taken 
up only in Jhe closing stages of the Fifth Plan and be reallj implenirnfed or 
be operational only in the Sixth Plan period, and if past performance in thiq 
n p r d  be anj guide, the Committee are doubtful how many of the new 
projects would actually go on stream and achieve stability in production aq 
scheduled. It would, therefore, appear prima Facie that even with an h- 
proved utilksation of expanding capacity, domestic availabilitr of ferfili9ers 
wonld aot bc srrfficient in the near future to ensae a significant s p a d  
ac*s tbe entire agricultural economy and the country mag still have t~ go 
a long way to reach the goal of self-sufficiency when h p r t s  could be dis- 
pensed with. 

5.51. In these circumstances and also in view of the fact that fertilkr 
plants are hiphly capital htenclve and require a considerable period for 
.sWLatha of praclodiaa, it is bmprettre to ensure optimum utiUsatim 
.1* the capachy d r e d y  e s b b b b d  at codderaMe @st ud mx1mise :* 
asctioa in tbe existing plants. However, as has slso bcen pointed eul 



' cvUor by the Estimates ComWee in paragraph 2.86 i f  their 40th Repod 
4F- L Q ~  Sabha), it is nothing short of a bagedy &at at a time when the 
country requires more and more fertilisers do step up agricultural produc- 
tion, the existihg fertiliser pb$s, particularly in the public sector, have not 
been able to produce according to W r  installed capaci6. (In 1973-74, the 
lpst gear of the Fourth Plan, production of nitrogenous and phosphatic 
fertilisers in the country amounted respectively to only 58.4 per cent and 
57.7 per cent of the installed capacity. The capacity utilisation of nitro- 
gen during 1974-75 was 59.5 per cent). It has, however. been contended 
by &e Departmed of Fertilisers and Chemicals that the capacity utilisation 
of the operating plants in the country requires to be viewed with reference 
to tbe spread of investment in extremely old plants and those with built-in 
constraints (like Sindri, the FACT plant at Udyogamandal and to some ex- 
tent the s r i g h l  investment in .Trombay), in stabiliged plants (like the 
Gorakhpur and Namrup plants of the Fertiliser Corporation of Indin in 
the public sector, the IFFCO plant at Kalol in the cooperative sector and 
the GSFC plant at Baroda in the private sector), and in the new plants (st 
Madras, Goa, Dorgapur and Cocbm) w'hich have to go through an initial 
period of teething troubles till they reach stabilisation, and that viewed 
against this background, the capacity utilisation of the existing fertiliser 
plants has been reasonably good. It has also been argued that the inter- 
national norm for comparable chemical and fertiliser plants ic about 82 
per cent and that, by and large, the overall performance of the indmtry in 
India in respect of nitrogenous ferlilisers was comparable both with the 
develeped and developing countries and during 1972. productivit? in India 
was higber than the world average. As regardc phosphatic fertiliwrs fhe 
Department have infonmed the Committee fhnt relevant ct.tn~pamli,c dak~  
wore available only for the period 1965-67, which showed that the per- 
formance in India was lower than that in the developed countrieq, though 
the present position was likely to be quite different in the context of the 
steps taken in the recent past to improve the productivity of tho P , q h  units 
in India. 

5.52. An analysis of the performance of some of the indhidual plants 
in operation however, reveals in rather disquieting picture, which would 
iidieate that there is scope for considerable improvement. For instnnce, 
&ugh it was stated by the representative of the Department of Fertiliscrs 
md Chemicals that the assumption made in Government's investment deci- 
sions was that the new plants would operate at 50 per cent capacity in the 
first year. build up to about 65 per cent in the second ycnr nnd reach 80 
per cent capacity utilisation in the third year, the Committee art. rorrcerned 
to note that while tbe aggregate utili-sation, of capacity of the new plants iu 
-on dnring the period 1971-72 to 1976-77 ranged bekeen 17 a ~ d  
43.2 per cenf only, the utilisation of capacity of the Durgapur plant was 



as low as 3.9 ptr cent in 1973-74 and 9.9 per cent in 197475 and t b ~ t  of 
the Cochin plant was d y  9.2 per cent in 1973-74 and 26.3 per cent in 
1974-75. Similarly, 4he utiltwtion of capodty of some of. the stabilised* 
plrtnts was also below 70 per ccnt in s a a ~  of the ~rcrus. The Committee 
need hardly empbPsise that the factors responsible for the under-ntilisafion. 
of cap~cities should be aitically d y s e d  and necessary remedial measures 
taken at the earliest 5;0 maKimise t h  podaction so as to mach as near the 
instidled capacity as possible. In this context, the Committee find that a 
World Bank Mission, which visited the oprrating d t s  of FCI and the 
Udyogamandal Division of FACT in 1969 to assess their perforanance and 
suggest remedial measures for overconing various difficulties in attaining 
higher capacity utitisation, had also emphasis@ tbe need for taking neces- 
sary measures to improve capacity utilisation and bad suggested, inter alia, 
that it would be greatly to country's advantage to make spme marginal 
balancing investments on optimising the capacity in the existing plants 
rather than go in for bigger programmes for new investments. 

5.53. In this connection, the Committee have been informcd by ('he 
Departmenl of Fertilisers and Chemicals that the need for maximising ferti- 
lism production from existing capacity has constantly been engaging Gov- 
ernment's attention and that the under-utilisation of capacity of individual 
plants was attributable to various factors like (i) power cuts and instability 
of the power systems, (as in the case of Nangal, Baroda, Vizag and Kanpur), 
(ii) occasional labour troubles (as in the case of Kanpur), (iii) brciakdowm 
of plant and equipment on account of poor maintenance and mechanical 
problems (Trombay, Broda and Vizag), (iv) unplanned shutdowns on ac- 
count of unforeseen technological difficulties (h'amrup, Durgapur and 
Cochin), (v) defective design and obsolescence of technology (NeyveIi), 
(vi) reduced quantum of critical inputs (like inadequate availability of coke 
oven gas in the case of Rourkela and non-availability of power in the case 
of Nangal), and (vii) extreme age of some of the plants (Sindri, where the 
equipments mere stated to be worn out and to have outlived their normal 
life, and Udyogamandal, where certain sections of 4he plant have been 
operating over a long period of time with equipment which have outlived 
their normal life). Tbe Committee bave also been informed that from 
1975-76, learning from past mistakes, the monitoring systems have been 
improved considerably not only in (be Department of Fertilisem 6 C W -  
cals buf in other Ministries as well and various programmes initiated for 
de-bottlenecking for most of the existing plurts umler a 'Ptrurt O p d e n s  
jmprovememt Project' (POW) laurnbed wltb tbe suppont of tbe WorM 
Bank. As part of tbe monitoring operatlow, the prochictlon p e r f o r m  
a1 tbe opera- -,is sfoted to be monitored on o weekly and nmntray 
B a s i s r u r d t h e ~ f o r s b o r W l s i n p r o d o f t i o a c P r e h J l y ~ a m d  
=ammy corrsctive mEPanrs *a, %Of on m y  U#Olt(jCIS brds Ikt rs 



a regular production and the project management and operating 
management hutd also been separated. As regards the steps taken under 
the 'Plant Operations Improyememt h j e c ~ f ,  the committee have been 
informed that on the basis of the suggmtions of the World Bank and of a 
Technical Coordination Group constituted to review the performance of 
the operating units of FCI and FACT and identify areas where modica- 
tions and improvements could be carried out for achieving better levels 
of production, as well as the advice given by specialists and consultants in 
regard to problems faced by certain individual plants like Durgapur, 
Cochin and 'rrombay, various programmes to improve capacity utilisation 
have been cvolved and are being implemenled. The reprwentative of the 
Department of Fegr,lilisers & Chemicals also stated during evidence that it 
was Government's endeavour "to bring all the plants to a high degree of 
stability" and that they would not be satisfied unless 80 per cent capacity 
utilisation was roached and that as a result of the de-bottlenecking 
measures undertaken it was expected that capacity utilis~tion would register 
an increase of 12.) per cent, f m  58.5 per cent to 71 per cent, during 
2675-76.. . The Committee are informed that as a resdt of various 
nleasures taken to augment prodaction, the capacity utilisation of nitrogen 
during 1975-76 and 1976-77 has substantially improved, being 70 per 
crnt and 72.5 per cent respectively. They hope that Government would 
krep o conlempornneous watch on the implemen'atinn of v n r h 4  capacity 
:rugmenfation measures so as to improvo the capacity-utilisation further 
in the years to come. It should also bc ensured, p;u?irularly in the context 
iil [he rmashive investment involved (for the K I  and FACT schemes alone 
:r crthdit of 17 million dollars has hcen ncgolisled with the World Bank) 
fliaf these nwasures ncfuallg subserve. the objectives envisaged. 

5.54. In order to correct the present imbalances between installed 
c:tpacity :md production of fertilisw plants in the country, the Committee 
~ o u l d  also suggest the following measures for implementation on high 
priority: - 

(a)  The cost of production of individual units sbould be critically 
csamincd and conclusive steps taken to efkt economics in 
costs which could generate funds for re-investment in program- 
mes for de-bottlenecking-and improved capacity utiiisation. 
For inslance. it should be possible to reduce inventories and 
thw cut down the inventory carrying charges by scientific 
inventory planning and control. 

(b) Adoption of scienlific materW management and n~aintcnance 
management principles would po a long way in reduciug idle 
capacity c a d  by non-lpvllilrrbittty of raw materials aad spares 
fer maintenance. There should also be a proper schedulcl of 



preventive maintenance and repairs and it should be ensurea 
that maintenance is carried out according to this echedule so 
that there may not be any loss of production on account of in- 
adequate maintenance. 

(c) Special R&D efforts should be directed towards ,the development 
of technology to meet shortages in respect of feed stock, raw 
materials and spare parts. 

(d) Government may also examine the feasibility of establishing a 
centrallsed 'Spares Bank' where costly and important spares in 
common use could be stocked instead of each individual unit 
carrying this he'avy b d e n  on itself and tbe resultant economies 
in costs channelised into more productive activities which might 
have been deferred on wcount of financial constraints. 

5.55. Yet another factor which has necessitated continued imports of 
fertilisers at heavy foreign axchange outaow is the serious delays that have 
taken place in the implermentstion and commissioning of new projects. Ac- 
cording to the information fumisbed by the Ministry of Petroleum and Che- 
micals to the Estimates Committee (1972-73) delays ranging from six monfhs 
to tbree and a half years had ,taken place in the commissioning of various 
projects of the Fertiliser Corporation of India. Similarly, in respect of Co- 
chin, Pbase I and Udyogamandal Fourth Stage Expansion projects of FACT 
delays ranging between one to four yeam had occurred in completing and 
commissioning various components of the projects. It has also been conced- 
ed by the Depantment of Fertilisers and Chemicals that slippages in the 
commissioning of new projects had led to the periodical revision downwards 
nf the estimates of indigenous production, on the basis of which the import 
strategy w s  worked out, necessitating larger imports than were anticipated 
initially. Beeides, sucb delays have also led to an inevitable escalation of 
costs. That important projects vihl  to the countrj's agricultural economy 
should have thus lagged considerably bebind schedule,, in spite of the fact 
that the public sector has more resources at its cummand and also tho brek- 
ing of the entire governmental machinery. causes serious concern to the 
Committee.. 

5.56. According to the Department of Fertilisers and Chemicals, the 
following factors were responsible for the delays in completing and commis- 
sioning of new projects under implementations: . 

(a) Delay in supply of equipment, both indigenous and imported, re- 
quired for fertiliser plants which, in turn, was attributable to 
unforeseen factors, like labour muest in the fabricators work- 
shops, power cuts, difslcnlty in obfainlng material for fabrication, 
etc. 



(b) DiiRcqltiq . in ,forbrication of some sophisiicaled equipment 
Being indigenbed for the first time. 

(e) Extended tlme taken in arranging credits and finalising contract 
arrangements. 

(d) Delays by, entrepreneurs in finalising thdr own pians nnd financ- 
ing arrangements. 

(e) Delay on the part of construction contractors. 
-.c 

(f) Difficultjes in procurement of construction and structural items 
like cement, steel, etc. 

(g) Failure of critical items of equipment including imported eqoip- 
ment. 

(h) Delays due to adoption of new technology on a large scale. 

(i) Constraints in taking up new scbemers on account of paucity of 
fonds. 

The Committee are of the view that some of these problems were, by no 
means, insurmountable and could have been soked by more effective coordi- 
mation between the different agencies involved, and by reviewing critically the 
pzogress of the projects at regular intervals. The delays and gestation periods 
a u l d  have also been minimised by an efficient system of monitoring and 
adoption of techniques like PERT, CPM, etr. 

5.57. The Committee note in this connection that, though late than 
never, a number of remedial measures, like streamlining of the distribution 
procedure for steel materials, expeditious disposal of ind:vidual requests re- 
ceievd from fdbricators for the import of tools and for obfaining foreign 
technical know-how for ,the manufacture of sophisticated equipment, timely 
placement of orders for equipment on the fabricators as soon as possible after 
tbc projects aro sanctioned, ensuring that the i t em produced by the indigen- 
ous manufacturers are of the requisite quality, etc., haw been taken in pur- 
smnce of the recommen&tions of a cconmittee (Easfuirangan Committee.) 
appointed to examine the reasons for fbe delsys in commissioning of public 
sector plants. The Commitkc have also been informed that "a careful 
watch" is being kept by the Department of Fertiliscrs and Chemicals on 
the progress of all the projects under implementation through monthly prop 
ress reports and quarterly performance review meetings. As regards the steps 
taken to diminate delays in the supply of equipment for fertiliser plants, 
particularly by Bharat Heavy Plates and Vessels Ltd.. the Committee learn 
Uht the Ministry of Heavy Industry have taken . strong monitoring 
sdtgs'' to reduce delays in deliveries and a number of remedial measures like 



a l l ~ ~ ~ i o ~ .  of blanket foreign exchange for impart of components and mate- 
rials, streamlining of procedme for autbotisrdon of Imports, monitoring of 
paoceesing of orders placed on foreign soppIIens, off-loading of some of the 
items on other manufacturers, monitoring of progress of major orders by 
~ D S  of CPMIPERT charts, etc. have been adopted and that with these 
measures, further slippages in delivery schedules would be avoidod. The 
Committee n e d  hardly emphasise the imperative need for reducing . the 
gestation period and expediting the commissioning ofvarious new plants in 
the context of achieving self-sufficiency in fertilisers in non-toodistant a 
future and they trust that the measures now stated to have been taken would 
produce the desired results. Their adequacy should also be kept under cons- 
tant review and timely corrective action taken whenever deficiencies come ' 
So notice. 

5.58. Wiih a view to expediting increase in the growth rate oi  instal- 
led capacity, a decision appears to have been taken to speed up investment 
in new fertiliser projects and to sanction at one time a large number of pro- 
j e t s  and to ensure their completion simultaneously instead of staggering Qlo 
implementation of mew projects. Thus, a massive investment of Rs. 1,100 
crores in the public sector had been provided in the Filth Plan for the pur- 
pose and with the escalation in co\ts, the investment necessary, has Been 
presently estimated at Rs. 1,700 crores, which represents a five-fold increase 
over the investments made in the public sector ltrtiliser indwtry during the 
last four years of the Fourth Plan period (1970-71 fo  1973-74). In the con- 
text of the sizeable shortfalls that had occurrcd in the achievement of finan- 
cial as well as physical targets envisaged for augmentation of fertiliser pro- 
ducfion capacity during the Fourth Plan, the already over-loaded ordor bonk 
position of units manufacturing fertiliser plan1 equipment, problems of fee& 
stock and raw materials and other constraints that have come in the way 
of realisation of targets earlier, the Committee are doubtful how far f ie am- 
bitious programme now proposed is capable of attainment. There is also 
need for a balanced approach to evolve a workable system to ensure that 
the fertilisers reach the farmer at the right time and place in the right quan- 
tities and at minimal cost. All this, therefore, naturally cab for the mod 
careful planning, effertive coordination and scientific monitoring. The organi- 
sational machinery also needs to be properly re-oriented and geared up te 
face the challenges likely to be' posed by such a gigantic task, so as to he in a 
position to tackle effectively the multitude of problems likely to crop np io 
the implementation of any programme of swh magnitude. The Committee 
would, therefore, urge Government to ensure thet the fulfilment of the pro- 
gramme is not br#apered in any way and to 'have the progress achieved so far 
properly and expeditiously waluated by a body of experts and take con- 
dosive steps to remedy deliciencies, if any. 



5.59. In  this connection, the Committee also feel that it would be 
worthwMle 40 have a cridical appraisal of the targets proposed for lhe FfL(h 
Plan psrticularly in the light of certain weighty observations contained im 
the Reserve Bank of India study referred to earlier in Chapter I. The study 
rightly points out that under existing conditions, the scope for further growth 
of fertiliser consumption is rather limited and that unless there was a break- 
through in the technoIogy of cultivating commercial crops (such as cotton, 
jute and oilseeds) on the scale achieved in wheat, areas under multiple c r o p  
ping were stepped up for improving the off-take of fertilisers and steps were 
laken to aid small farmers in taking to fertilisers on a much larger scale 
than they had done so far, the country might well reach a point oi  stagna- 
tiurr in fertiliser use. These facts only serve to underscore the importance 
of an integrated and multi-pronged approach to the entire question and the 
Committee would, therefore, like to be reassured that all these factors have 
been duly taken note of and necessary supporting measures initiated while 
arriving at a decision to speed up investment in new fertiliser projects. 

5.60. Another aspect over which there has been considerable uncertainty 
and shift in policies from time to time relates to the feedstock to be adopted 
for fertiliser production. Till recently, naphtha had been the preferred feed- 
stock for pr~duction of nitrogenous fertilisers. However, in the wake of the 
oil crisis and in view of the anticipated deficits in naphtha supplies on account 
of hardening of world supplies, increase in prices and uncertainties in regard 
to internal availability to sustain a major expansion programme for the 
production of fertilisers and also in the light of the finding of the Feed- 

. stock Committee, a policy decision appears to have been taken that there 
sholrld be maximum diversification of the feedstock and that, as far as 
possible fertiliser capacity should be developed on other feedstock like fuel 
oil, heavier petroleum fractions and cod. The Committee, however, under- 
stand that with the prospect of improved availability of naphtha following 
the oil strike in Bombay High, there appears to be a shift once again 
towards the use of naphtha as feedstock as is seen from the recent decision 
to use this as the feedstock for the Matbura Fertiliser project. While the 
Committee concede that the issue involved in the dotenmination of an 
appropriate feedstock are complex and that the various options available 
stand that with the prospect of improved availability of nnphtha following 
nevertheless stress the need for evolving a definite and long-term feedstock 
policy to facilitate timely and correct investment decisions being taken. In 
view of B e  fact that considerable time has also elapsed since the various 
options available were last gone into in detail by the Feedstock Committee 
(1%9), the Committee also feel that it might be worthwhile for an expert 
body to bave a fresh look at the entire question. The Committee would also 
like Government to consider whether it is not possible to provide "built in" 
option in the new plants to enable tbem to switch over to naphtha, fuel -oil 



ctc., or any 0the.r frilction of crude oil as may be most economic a d  advan- 
tageons to be wed in given circumstances. 

5-61. The CQmmhe find that in spite of the fact that coal is abundantly 
available in the country and would, therefore, appear to be the most suit- 
able feedstock from the point of view of self-reliance, adequate and serious 
atterntion had not been given to the use of coal for fertoisers until rqm 
Ye-, when a decision was taken to establish three coal-based plants al 
Rmaundam, Talcher and Korba, of which implementation of the Korba 
profict also been slowed down on account of financial constraints while 
Ihe Ramagundam and Talcher plants were expected to be commissioned in 
1977. What is more disconcerting is the fact that some doubts have also 
been raised about the very success of the coal-based project, which bas been 
described as a Cmrrjor experiment'. The Committee have been informed in 
tLis connection that apart from an ICI plant in South Africa,' coal-based 
techlogy had not been used as yet the world over and that as it was the 
first time that a large cod-based project was Wig taken up for implementa- 
tion in the country, an b'ohvious investment risk" was involved. The Depart- 
ment of Fertilisers and Chemicals have, however, sought to reassure the 
Committee and have stated that they wore in touch with the experts possess- 
ing the requisite experience in coal gassification processes and that the 
consultants for the project were also the consultants for the earlier South 
African projects which had been successfully commissioned and was in 
aperation. While the Committee are not averse to forward technology being 
employed in establishing projects, they cannot, however, help feeling that 
in view of the apparent risks and uncertainties involved in and the misgiv- 
ing expressed by Government spokesmen over the experiment with coal- 
based ferti l ir  plants, a smaller pilot project with a view to ensuring that 
the technology was a proven one might have been more prudent to begin 
with before going in for large-sized plants involving larger capital outlay 
and which were also going to take a longer time for commissinnLg. No 
doubt, this would have postponed further. as has been contended by the 
representative of the Department of Fertiliserc and Chemicals, the possibi- 
lit, of using coal in any significanf scale. However, such a step would have 
ensured that the country's meagre resources were not expanded injedi- 
ciooslY in major experiments whose outcome is uncertain. h any case, the 
performance of the two coal-based plants at Ramagundam and Talcher 
should be closely watched and monitored and timely action taken to 
remedy the deficiencies in these plants as well as the new project coming 
up at Korba. 

5.62. 'Phe Cornmitie3 wouJd also like to recall in this context that more 
tban two dtcades d e r ,  the possibility of evolving a cod-baaed techno- 
logy bad been sllgeested and supported by iedisll scientists like hte Dr. 
A. C. Ghosh and some stodies in this regard had a h  been started subse- 



(aontly at the Dhanbad Institute. The Committee cannot resist the impres- 
sion tbat bad these suggestions and studies been given positive encourage- 
ment and pursued to their finality, a good deal could perhaps have been 
learnt earlier from the experience instead of relying now heavily on the some 
what uncertain outcome of foreign know-how. It is sad that coal-based 
technology had not been considered then with the seriousness that it rigbtly 
deserved, -. . 

5.63. Incidentally, the Committee fin& that the Feedstock Committee bad 
aho examined the economic feasibility of using electricity as a feedstock 
fer fertiliser production had felt that certain developments then in experi- 
mental stage might be of interest for adoption if proved soccessful for 
cammercial use in fertiliser production. While the Committee would like te 
be iaformed, in some detail, of the outcome of these experiments, they 
wsuld also stress the importance of directing iodiienous R&D eiTorts 
tewards tbe development of a suitable techwlogy for low cost electrolysis 
which could be profitably utilised, among other things, for the economic 
production of fertilisers. Similarly, R&D efforts should also be oriented 
tewards the development of simpler processes to reduce costs aPd newer 
methods of potash recovery from all available sources to reduce the coun- 
t q ' s  depeudence on imports of potassic fertilisers, whihc are at present 
being imported cent per cent. There is no dearth of technical and scientific 
talent in the country and given the fequisite encouragement and resources 
t k r e  i s  no reason why they should not be able to find solutions to these 
problems. 

5.64. In the present context of short supply and high prices of chemical 
fcrlilisers, the development of local manurial resowrces and the use of orga- . . 
nir manures assume great importance. Besides, the use of organic manures 
in conjnnction with chemical fertilisers is also very essential for preserving 
nwlritinnal balance and fertility of the soil. While the Committee note that 
same organiscd steps are at long last being taken to produce organic fed-  
lisrrs from the abundantly available urban and agricultural wastes in the 
cormtry and to promote their use, (like the establishment of mechanical 
compost plants in cities with a population of 3 l a b s  and above, of sewage 
and sullage utilisation schemes, setting up of I lakh gobar gas plants in 
rural areas during the Fifth Plan for the production of gas for fuel pur- 
poses and good quality manure for agricultural production, organisation of 
demonstmtion-cum-trding camps for popularising the production and use 
of organic manures, etc.), they, however, feel tbat a lot more still needs to 
be done to tap the vast potential available in the country for the purpose. 
For instance, the Committee find from an article by Dr. Sethna (Chairman, 
Atomic Energy Commission) that while it was estimated that around 324 
million tonnes of cattle dung would be available in India in 1975-76, only 
8.15 minion tonnes bad been utilised in 1972 in gobar g s  plants located 
ia different parts of the country to produce m e m e  fW and manare. 



Amo*g to aIWber expert cited in an cuticle entiled ''Bio-gas (C;obar Gas) 
in m i v e ' '  by R. K. A ~ ~ s t b i ,  tbe bnrning of the cattle dung In 

the whole of the country amounts to losing annually as much fertiliser as 
eigbt Smdri planb can produce. Yet another article featured by the United 
h t b n s  Envbnment Programme (UNEP), based on a study by ProE. 
Amulya Kumar N. Reddy, Convener of ASTRA (Application of Science 
and Technology to Rural Areas) at the Indian Imtitutc of Scimce in 
Bangalore, points out that to produce' 230,000 tonncs of nitrogenous ferti- 
liver a year, a developing c~untry cml build either one large ce:rl-based 
plant in the city or 26,150 small, vi!lage level biogas (Cobar gas) plants, 
wbich would also generate 138 times as much enlploymenf in pour, rural 
areas where employment is most needed. That a lot more needs to be done 
in this regard is also, evident from a report submitted by a con~rnittee 
appointed by the Indian Council for Agricultural Research. which indicates 
that there is a possibility of increasing the use of organic manurcs hy about 
30 per cent by adopting improved methods. The representative of the 
Department also conceded that there was a need for stepping ep the use ol' 
organic manures. 

5.65. The Committee note that Government have taken up it ronnprc- 
hensive programme during the Fifth Five Plan to intensif? p r o d i j ~ i i ~ i ~  B I I ~  

use of compost and other organic manures. The target fixed for the produc- 
tion of rural compost and urban compost a ?car hy the red of lhc PI:m 
period is 350 million tonnes and 7.5 million tonnes respectively a% against 
the present production of the order of 200 milliou tonnes a:rd 5.3 million 
tonnes of rural and urban compost respectivel>. Grcrn ~nsnuring and 
sewage/sullage utilisation programmes are also bcing inttnsificd. I'hc 
Committee hope that Government will keep a watch over ihe it:?pIcntc.rti:~- 
fion of these programmes so as to achieve the targets laid d ~ n ,  The 
Committee expect that the various programmes for increasi~~g prodr~ctiun 
of organic fertilisers during the Fifth Plan would be cnergetic:dly implc- 
mcntcd and concrete and conclusive steps should also bc taken conc~lrrentlv 
to tap the available potential on a much larger scale. The Committee have 
been informed in this connection that a committee has been set up under 
the chairmanship of the Secretary, Department of Fertilisers and Chemicals. 
for tbe development of organic fertilisers and &at the Department of ,\gri- 
culture have been asked to work out a sprcific programme virh a view to 
c~mmercialisin~ some of the ideas suggested by people like Dr. S. 1'. Dua. 
Chief Agricnltural Scientist, Fertiliser Corporation of India. Considerable 
time havhg eloped since then, tbe Committee would like 10 apprised 
of outcome of these efforts and the specific ~teps  tiken as a sequel 
thereto. 

NEW DELHI; Chairman, 
December 6, 1977. f l  Puhlic Acr-uunts Cotnmirtee. 

.. - .- - . - - - . . - - . . . - - 
Agrahayana 15, 1,899 (S ) .  



A~PENDU I 
( Vide para 1.21 of the Report) 

Note on rlte hnsis on which the estimates of fertiliser requirements were 
worked out. 

In 1971 the Committee of Economic Secretaries set up a Working 
Grou'p Under thc Chairmanship of Shri Y. T. Shah to go into the ques- 
tion of realistic assessment of fertiliser requirements in the context d 
import. After considering the vzrious factors concerning fertiliser con- 
sumption, thc Group recommended that the assessment should be based 
cn an increase of 15 per cent to 20 per cent over consumption of the 
previous Kharif' scason, for Kharif, and an increase of 20-25 per cent 
oicr consumption of thc previous Rabi season for Rabi s e ~ s m .  According- 
ly for Rabi 1972-73 and Kharif 1973 the method of assessment was on 
thc basis of  a n  incrensc of 17 per ccnt for Khnrif and 22 per cent for Rabi 
c!  er previous Kharif and Rabi scason respectively. 

Thc application of the mcthod nientionccl above evoked criticism from 
many State Govcrnmcnts. who hcld that the method htd no relation to 
thc agriculturni production programmes of the States. Accordingly a 
nwtllod was evolved by the Ministry linking the requirernenls to thz pro- 
duction programmes and this method was used for qssessing thc fertiliser 
rcquircnrents of the States for Rabi 1973-74 season. 'Che method consists 
of the following steps:- 

1 .  Sclcction of the bcst fcrtiliscr consumption scason in thc State, 
sincc 1969-70. 

2 .  Starr~lardi.wtit,rr oj rlw arcw rrr~der diflerer~t crops in State for 
this jww. Thc standardisation was done by converting the 
arca undcr different crop figures into area under one crop. 
For instancc if u Statc grows, HYV Wheat, local Wheat, HYV 
Barja, Local Bajra, sugarcane. Potatoes and Cotton the area 
undcr these various crops would be reduced into one area, 
say area under HYV Wheat. The conversion was achieved 
by assuming certain conversioh' ratios, based on recommended 
does. Thus it was assumed that if H W  Wheat requires 
one Unit of fertilisers, Non HYV Wheat will take + Unit, Cot- 
ton will require 1 Unit. HYV Bajra ) Unit and local Bajra f. 



Unit etc., the standardised areas of different crops were added 
to arrive at one figure. 

3. Culctrlution of the average close. The average dose was calci- 
lated by dividing the consumption as at (1 ) above by the 
area as at (2)  above. 

4. On the average dose thus calculated, a SO per ccnt increase was 
granted for each season. Thus if the average dose has k e n  
calculated for Rabi 1970-71 season, 5 per ccnt increase wivi 
given for Rabi 1971-72, another 5 per cent for Rabi 197373 
and yet another 5 per cent for Rabi 1973-74. 'Thus thc. 
revised dose for the scason under consideration was worked out. 

5. The revised dose was nlultiplicd by the standarctiscd area for 
Rabi 1973-74. And thus the requirements for Rabi 1973-74 
season were worked out. 

6. in case for :I State. Rtbi 1972-73 sc:lson came to b,: 
the best season. the State was granted yct another S 'per cen: 
increase over the requirements worked out at (51 nbovc. Thi. 
was so because during Rabi 1972-73 hcason tlicrc uas shor'tngc 
in the availability of fertilisers. If more fc~tiliscrs w r c  avail- 
able the consumption wnuld haw bccn compnrarivcl!, a little 
more. 

However, a choice wiis given to the States to choosc Fctween the 
results. given by the method of 21 pcr ccnt incrcasc w c r  tlw consunip- 
tion previous Rabi and the method bawd on production progrx~lnies 
Since it was felt that the method m:jy nccd impmvcmcnt i t  )\,a\ ;~nno~~ricecl 
in the Zonal mectin2s that ;! commit ti.^ would 1~ f!:r.mcd t o  sug~es: 
alternative suitable method or itny modification in thc p r o l x ~ ~ d  mL*:hnd 
if desired. Accordingly. :I Committee under the Chairmanship of . loin;  
Secretary (I)  was constituted by Government to go into thc qucl\ti?n of 
the assessment of fertiliser requirements. The Committee studied the 
method and after several nieetinys and discussions, it hroadl!; n'pprovcd 
of the method adopted by the Ministry with thc nlodification that corn- 
paratively backward States should bc accorded a higher ratc of incrc~isi' 
in the dosage rate to enable them to gradually catch up with thc pro- 
gressive States. As a result, while asse'ssing the fcrtiliscr rcquirclnents of 
the States for Kharif 1974 season, the' State's wcrc grouped inlo 8 classc..: 
tin the basis of their consumption per hcctarc in a year of n o  shortagc 
and a different percentage increase in the average dosc was grantcd to 
each gbup of Stares. The perccntapc increase granted varicd bctwccn 
5 per etnt to 12 per cent for these 8 classes. States like P11njab wcrc given 
an increase of 5 per cent only, while the States likc Assmi, Tripurir ctc. 
an increase of 12 per cent. Many Stata,  however, complained that the 



percentage increase accorded to backward States was too meagre. As 
a result for assessing Rabi 1974-75, requirements, the States were group- 
ed in 9 classes with the percentage increase in average dose rate varying 
from 5 per cent to 20 per cent for these 9 classes. (Classification attached 
See Annexure). The same method and classification has been adopted for 
assessing fertiliser requirements for the subsequent period. 



ANXEXURE 

Cim.cif~alion acloprcd.for Rabi 1975-76 

I .  Pondicherrv h Punjab . . . .  
2. Chandigarh & Tamil Nadu 

3. Delhi . . . . . .  . . 
4 .  Andhra Praclesh, Kerala and Uttar Pradrsh 

5. Gujarat, Haryatla and Goa . . . . 
6.  Garnataka and M7est Hen~al . 
7.  Maharashtra and Rihar . . 
0. Jammrr Kc Kashmir. Himacha: Pradesll. Chissa and 

hfadhya Pradcsh . 
9. raja st hat^, hlnnipur, Assam, Tripura and othcrs 



APPENDIX II 
(Vide para 1.21 of the ~ e p o r t )  

Mqhod employed by the Ministry of  Agriculture to collect data on 
consumption o f  frttlisers. 

The Department d Agriculture collects +rw ipf Qf stno@ 
receipts during Kharif/Rabi season and the closing stock, for each of the 
two seasons. (Kharif is defined as the season from 1st April to 30th 
September and Rabi as the season from 1st October to 31st March.) 

2. The Ministry holds Zonal Conferences at 5 diflerent centres in the 
5 aones of the country so that the States and manufacturers could con- 
veniently attend these meetings. A detailed proforma is sent to the 
"States about a month in advance of the meetings. In this proforma the 
States are required to indicate the stocks physically existing in the States 
and those for which the various units like codperatives Agro-Industries 
etc. have paid for and are in transit, both on the openinpj day of the 
season and the closing day of the season, as well as receipts and retail 
sales during the season. The States are required to and, indeed, hold 
advance meetings with the manufacturers, cooperatives, Agro-Industries. 
Corporations and other important distributors to arrive at these figure. 
The stocks and the sales figures are of those upto a,& including the 
retailer. Once the retailer sells the material to the farmer it is assumed 
to be consumed so that retail sales are treated as equivalent to consump 
tion. The States also have a Standing Committee on Fedizers which 
hold meetings with the manufacturers and distributors every month in 
order to review the stocks and sales. In some States such Standing Com- 
mittees have worked well and in some States they have been dormant. 
Thus, the States wme to the Zonal Conferences with detailed statistics 
product-wise, of ope'ning and closing stocks and also receipts during the 
season and urge that the differences W e e n  total availability and closing 
stock should be taken as consumption. Often the Zonal Conferences are 
held a month or so before the conclusion of the season; and in such 
circumstances the States show best possible estimates of closin,? stock 
and of sales, even though the season is not yet ended. They are allowed 
then to make minor changes after the season is ended in the light of data 
o o n c h g  actuals. 

3. In the Zonal Conference, if any exaggerated account of consump 
ti& or an under-estitnated account of the stock is given by the State 



Government, the manufacturers and distdhtors o m  j.n the area 
immediately challenge the State Government's Qwes since their interests 
are likely to syBer. M o r e ~ w ,  the officials of the Fertilizer Division 
themselves carry with them the @#re$ d despatches from the Pool and 
the manufacture State by State in order to check the figures given by 
the States of receipts and of consumption. These checks and balances 
open& tfEwtively and yield a fairly accurate picture of stocks aod con- 
sump tion. 

4. Whik the above system throws up the required figure once in six 
months, it was felt that a month-wise flow of data wid be mure useful 
to the States and the Centre for effective imp13 planning. It k in this 
comectkm that the Indian Institute of Management, Ahmedabad at the 
request of the Ministry suggested a system of data reporting from the 
retailer upward. Their suggestions include rationalisatioh of the report 
format, avoidance of double accounting and streamlining of the reporting 
machinery. This system was tried in Punjab and Tamil Nadu. It was 
found that there were large scale defaults in the reporting by the retailers, 
despite a legal obligation cast on them; and the State Agriculture set-up 
did not have a strong enough machinery for ehforcing the law. It is 
proposed to change the system by making the wholesalers rather than 
retailers, as the reporting base. The figures of wnsum'ption of all thc 
States are again cross-checked with the opening and closing stocks with 
the Pool, the manufacturers and the various units in the States and the 
despatches made by the Pool & manufacturers in order to check up the 
consistency between Natiohal and the State figures. 



('Vide para 1.28 of the 'Report) 

Note on the basis on which the estimates of indigemus produch are 
worked out and the reasons for the revision. 

The estimates of production, are worked out broadly on the foilowing 
basis : - 

1. Targets of production of fertilizers both nitrogenous and phosphatic 
are fixed for each year of the plan periods, much in advance of the com- 
mencement of the; year on the basis of the estimate of &pacity to be 
built up at the beginnii of each year and the likely production a s  against 
the capacity expected to be installed. At the beginning of each year, 
however, the estimates of production are worked out on a more realistic 
basis, keeping in view (a )  the likely production from the units in opera- 
tion at the beginning of the year, taking into account, inter alia, their 
pyrformance in the previous year, the condition of the operating plants 
and other known constraints limiting production; and (b) the likely pro- 
duction from units expected to go on steam during the year. These 
estimates are drawn up in consultation with the manufacturers,. In doing 
so, it is assumed that the supply of power and other essential inputs and 
labour relations would remain normal through out the year. 

2. Notwithstanding the above, variations do occur between the Plan 
targets and thc ostin~ates as worked out at the commencement of each 
year: these are mainly attributable to the unexpected delay in tbe corn 
missioning of new 'projects under implementation. The production targets 
of 14.20 and 18.20 lakh tonnes of nitrogen in 1971-72 & 1972-73 (men- 
tioned at page 100 of CAG's Report) fixed in October, 1970. took into 
account contributions from the following projects under implementation:- 

(Eltimat*, of Production 
'm' tonnes of 'N') 

-.__.I___-- .- . .... . 
Unit 

- - 

Durqapur . . 
Cxhin 
Madm . . 
Bmuni . . 
Namrup I1 
rhm . . 
Kota (Fxpulrion) 



3. However, banring a small contribution from MFL, W e  was no 
ocmtrhlion from these projet@, since they could not be colamissionedl 
during these years. The expeatation that there would be a produotion 
of 1.60 lakh tonnes during 1971-72 and 4.70 lakh tonnes of N during 
1972-73 from these units did not materialise. 

4. A brief analysis of the estimates and the' reasons for revisions m,ade 
in the targets of production during 1971-72 and 1972-73 is given below: 

1971-72. 
In &he beginning of the year 1971-72, the production estimates of N 

were revised to 13.20 Ialch to-. This revision took into account a 
poduotion of 80,000 tonnes of N, against the earlier 160,006 tonnes from 
Durgapur and Cochin, and 45,000 tonnes of N as against the earlier 
estimates of 65,000 tomes of N from MFL unit taking into account the 
mgtesS made in the implementation of these projectl at the beginning 
of 1971-72. 

(ii) A further review was made in the middle of the year, taking inta 
account the actual production during the period April-September, 1971 
which was of the order of only 4.09 lakh tomes of N. In October, 1971. 
therefore, the estimates were revised down to about 12 lakh tonnes of 
nitrdgen. 

(iii) In December, 1971, the estimates were further revised to 10.28 
lakh tonnes of nitrogen taking inter alia into account the fact, that no pro- 
duction from Durgapur and Cochin projects was likely to be available. The 
year 1971-72, however, actually ended with a production of 9.52 lakh 
tonnes of nitrogen. 

(iv) The reasons for shortfall in production of N as against the 
original estimates for 1971-72 together with the losses suffered on account 
of various imponderables are given below : - 
--,--. ... - ............ --- .......... ..-.-... .-...... 

Production 
loss in 

'ooo tonnes 
N -- - - - -- -- -- - - . - - 

Power cut/interruptions (upto Drc. 71) . . . .  
Poor operation by Neyveli, Rourkela & FACT (for 1971-72) . 
I nw quality and inadequate su ply of gypurn, coal in inadrquatr ri~pplirr 
of naphtha (vpto Dec. 71)  at Eindri . . . . .  
Labour problemslstrikes at Ncyvel~, Alwaye, Kanpur (upto Der. 71) . 
Shortage of naphtha at Corakhpur (upto Drc. 7 1 )  . . . .  . . .  Shortage of raw materials (upto Sept. 71; at Vizag. 
Delay in commksioning Durgapur, Cochin and MFL . . .  
Maintena~~ce and,other problems and the estimated loss of production for 
the remaining thm months of the vear on account of problems mentioned 
at I to 7 above . . . .  . . 



(v) Against the plan target of 18.20 lakh t o m s  of nitrogen fixed in * 

October, 1970, as stated in para (2) above, the production estimates 
had to be revised in February, 1972 to 14.05 lakh tonnes of nitrogen 
on account of:- 

1) Three new plants viz., Durgapur, Cochin and Goa, would be 
going into production in 1972-73 and contributing betwen 
them above 2,20,000 tonnes of nitrogen. 

(2) MFL plant was commissioned in late 1971-72 and contri- 
buted only 42,000 ionncs d N. Production from this unit 
during the year 1972-73 was estimated at 1,30,000 tonnes 
of N. 

(3) Better utilisation of installed capacity of other operating units 
on the assumption that certain essential conditions like avail- 
ability of stable and requisite powcr supply, industrial har- 
mony and availability of key inputs would be fulfilled. 

(vi) The estimates were further lowered in June, 1972 to a j~roduc- 
tion in the range of 12-13 lakh tonnes of nitrogen due to unforeseen 
developments, some of which are briefly as follows:- 

(i) Various mechanical problems/breakdowns in the commission- 
ing phase of Durgapur and Cochin projects which were ex- 
pected to go into commercial production in April, 1972. 
These developments made it difficult to forecast any produc- 
tion from these projects and only a token 'production of 40 
to 45' thousand tonnes as against 190,000 tonnes estimated 
in February. 1972, were taken into account. 

(ii) Unforeseen factors such as power cuts/fluctuations and strikes 
accounting for loss in production at Vizag. Madras. U d y o p  
mandal in April-Map, 1972. 

5. The year 1972-73, however, actually ended with a production of 
10.60 lakh tonnes of nitrogen, representing a shortfall of 3.45 lakh tonnes 
of nitrogen. This shortfall was accounted for by the following factors:- 

(i) The assumption made in February. 1972 that the new plants 
viz., Durgapur, Cochin and Goa would between them contri- 
bute a production of 2.20 lakh tonnes of nitrogen did not 
materialise, as none of these plants went into production in 
1972-73. 



(ii) The remaining shortfall of 1.25 lakh t o m  was w m u ~ t e d  
for by factors such as power cuts failures (69,700 tomw), 
lobwr t m M e  (23,400 tomes) and unplanned shutdowns 
and p h t  braalrdowlls (21,500 tollfleS), etc. 

6. The analysis of shortfall in production during atbe two years 1971-72. 
and 1972-731 has been presented above with a view to elucidating the 
various reasons responsible for shortfall in production. targets at dzerent 
times. In brief, these factors can be summarised as under:- 

(i) Power cuts and instability of power systems; 
(3) Occasional labour troubles; 
(iii) Breakdowns of plants and equipments; 
(iv) Unplanned shutdowns because of unforeseen ltechnological 

difficulties. 
(v) Shortage in supply of critical inputs like feedstock and raw 

materials; 
(vi) Old and ageing equipments in same of the plants like Sindri 

and Alwaye; 
(vii) Slippage in the commissioning of new projects. 

7. Arising out of past experience in estimating production of fertilizers, 
the Department has now revised the methods of estimation for the year 
1975-76. The estimates of production made for 1975-76 are based 
entirely on the performance of operating units; no credit has been taken 
for production that is likely to come out of units expected to go an  stream 
during the year 1975-76. Even in estimating production from the operat- 
ing units, a suitable provision has been made for likely loss in produc- 
tion arising out of known constraints such as power cuts/fluctuations. 
shortage of raw-material, labour problems etc. It is, therefore. expected 
that the actual production during the year 1975-76 would nor vary from 
the target to any appreciable extent. It is, however, proposed to *?kc mid- 
year review in October, 1975. 



(Vide para 1.41 of the Report) 

Import of Fertilisers by the MMTC. 

The procurement programme of 1972-73 is to be viewed against the 
background of performance in the years 1970 and 1971. During the year 
1970 and 1971, following quantities of Urea were contracted for from 
different countries: 

(In Metric Tom.) 

Name of the country 

QV. con- 
Q~Y-  tracted 

contractrd for 1971 
for 1970 

Poland . . . . . 1,20,000 ~ ~ ' = " ' ~  

llulgaria . . 1,89.500 1,80,000 

Romania . . . . 341- 40,000 

Hmgsrv . . . . .  . . 10,000 Nil. 

- ....... .... -- 
*.Against backlog 

The fertilizer purchases from East European countries are contracted 
by MMTC om the basis of requirements indicated by the Ministry of Agri- 
culture. In respect of the year 1970 even by thc cnd of June, 1970, 
the Ministry of Agriculture authorised MMTC to contract for a quantity of 
only 54 thousand m/t of Urea. It was after a great deal of persuasion 
that they finally agreed to authorise negotiations for a total quantity of 
3,84,000 tonnes-most of which was for delivery during the year 1971. 
Jn respect of the year 1971, the Ministry of  culture had indicated the 
requiremmts of 3.1 lakh tonnes out of which only a quantity of 1.5 lakh 
tonnes was for delivery during the year 1971. Tn both the years 1970 
and 1971, East-European counties were prepared to offer much larger 
qu-antities as per the delivery schedule. They, in fact, expressed dis-satis- 
faction over the small quantities for which they were given the firm delivery 
schedule. Since the production of urea is on a regular monthly basis. 



the suppliers want regular deliveries so that they do not accumulate 
stocks. 

1 
2. Against contracts concluded by MMTC with Bulgaria and Poland 

in. 1971, a quantity of 1.6 lakh tonnes was to be shipped during the period 
February to June, 1972 as per the delivery schedule indicated by the 
Ministry of Agriculture. These contracts were signed. on 29-6-71 and 
1-7-71 respectively. However, the world fertiliser position, by the end 
of 1971, started deteriorating. By the end of October, 1971, the Ministry 
of Agriculture intimated that they would like deliveries to be expedited. 
The matter was again taken up with both the suppliers who agreed to 
advance b e  delivery schedule. So, the carry over of quantities contracted 
against 19'71 agreement was 1.3 lakh tonnes on 1-1-72. The carry over 
on 1-3-72 was 54 thousand tonnes. 

3. The Ministry of Agriculture revised the estimates of imports in 
the meeting of the Standing Committee held on 4th November. 1971. 
Accordingly, urea import was pitched at 6.3 lakh tonnes for the year 
1972-73. The reason for a higher requirement was on account of fall in 
indigenous production and rise in consumption. As regards MMTC's 
import programme for 1972-73, it was expected that an the basis of past 
offerings of fertilisers by the East-European countries and also the as- 
surances of the trade representations of these countries, the estimate for 
1972-73 was placed by MMTC at 6 lakh tonnes as follows: 

Poland . . . . . . .  2.oo.000 mlt 

Bulga: ia . . . . . . .  z,w.ooo m/t 

Humamia . . . . .  . . ~.oo,ooo mlt 

USSR . . . . . . .  I,M),OOO m/t 

Further, considering the backlog from 1971 contract, it was considered by 
MMTC that the total import from East-Europe could be about 7.5 lakh 
tonnes. 

4. These estimates were sent to the Department of Economic Affairs 
on 1st December, 1971. In a meeting held in the Department of Economic 
Affairs on 6-12-71, it was decided that 6 lakh tonnes of urea could b.-. 
imported from the rupee payment countries. The Committee of Economic 
Secretaries in their meeting held on 7th December; 1971, constituted a 
warking group to go into the total picture of fertil'izer demand, indigenous 
production and inscapable ifmpckts. The Warldng Group reported its 



findings to the Committee of Economic Secretaries on 13th December, 197 1. 
According to this Report, MMTC was to be authorised to import 6 lakh 
tomes of urea from East European countries during 1972-73 out of which 
3 lakh tonnes was to be imported by the a d  of May, 1972. Subsequently, 
on 9th February, 1972, the Department of Economic Affairs requested the 
Department of Agriculture to increase the procurement of urea from East 
European countries from 6 lakh tonnes to 7.5 lakh tonnes and agreed to 
allocate the necessary rupee exchange for the purpose. 

3. The fertiliser import programme from East-European is dependent 
on the relevant provisions in the Trade Plans. The East-European countries 
took a difficult line regarding Trade Plan provisions for urea with the result 
that the provisions were short of the requirement of 6 lakh tonnes of 
additional import. The following were the Trade Plan provisions: 
1972 Trade Plan Provisiom: 
- - -- --- - - 

Date of 
finali~ation Provision (Fieures in brackets corrcs- 

Namc of thc country of the ponding "r q7 I provisions) 
Trade Plan 

Poland 

Bulga~ ia 

Rumania 

Munqary 

USSR 

rG-rz-7rj RF. 70 million fRs. 55  to 75  million) 

2 ~ ) - 1  1-71 Rs. 75  million (Rr. 55 to 73 million) 

17-2-72 Rs. Go million {Rs. 4 j  million) 

17-1-71 Rs. 6 million (Ks. I I million) 

24-12-71 80,000 M/T, (nil! 

Thus, the 1972 Trade Plan provided for an import of about 4.5 lakh 
tonnes only, though there was an assurance that if larger quantities of 
urea could be arranged the needed rupee exchange would be made available. 

6. As soon as the Trade Plans were finalised, negotiations were started 
with these countries by the MMTC. They were asked to send their offers 
and also their negotiating teams. Only Poland responded to the request. 
Rumania and Bulgaria did not offer urea. Rumania also did not indicate 
willingness to supply urea. They were more interested in the supply of 
CAN. It appeared that these countries lrad collectively decided to hold back 
supplies to India in anticipation of higher prices as the world demand and 
supply position had undergone a sudden and sharp change. Further, 
Rumania claimed that their plant had a breakdown and was working well 
below the installed capacity and that their own consumption of fertilizer 
had increased due peculiar weather conditions necessitating a second 
application of fertilizer. Bulgaria claimed that because of the drying of 
gas in the well from early 1972. the production of urea at this major plant 
had come down substantially. 



7. Palrnd &dared force majeurc in respect of this supply of urea to. 
India and it was with considerable difliculty that they could be perau@ed t o  
rift the same. , <. 

8. Thus during the first part of 1972, the &tion regarding availahility 
of urea from East-Europe radically changed on ~c~owt of a lwge number 
of factors which could not be fareseen by the MWC. 

9. It must be added that during Chairman, MMTCs visit to Europe 
in February, 1972, he made detailed enquiries about the position and found 
that East-Europe had sold large quantities to other parties. The larger 
sales in February, 1972 were on account of the mild winter in Europe and 
setting in of ain early spring which made the fertilizer season commence 
2 months before the usual time. Normally, these two months' stocks would 
have been available for sale to India. Further a balance of payment 
position in favour of Poland, Bulgaria and Rumania made these countries 
reluctant to commit fertilizer to India which they could sell to West-Europe 
against hard currency. Chairman, MMTC informed the Ministries of 
Agriculture, Foreign Trade and Economic Affairs as early as 7th March, 
1972, that the anticipated quantities of urea were not likely to be available 
from East-European areas and suggested the following to avoid short-fall 
in the availability of fertilizers: 

( a )  purchase of fertilizers against barter deals from West-European 
sources; 

(b) immediate start of negotiations with Japan, Kitrex and ICI for 
delivery iar May-June, 72; 

(c) additional allocation of free foreign exchange for 3 lakh tonnes 
of urea; and 

(d) since supplies from East-Europe were not merely commercial 
trmwctions, political prcssure to be brought on USSR, 
Bulgaria, Rumania and Poland to speed up deliveries undcr 
the Trade Plan Provisions. 

10. Therefore, the comment attributed to the Department of Agriculture 
in the Audit Report that "with better economic intelligence this could have 
been foreseen and alternative arrangements could have been madc in time" 
is not justified. The MMTC did receive the necessary market intelligence 
as early as in March, 1972 that the anticipated supp1ic.s from East-E~lrope 
would not be forthcoming and MMTC brought this to the nolice of the 
Deflartment of Agriculture. Foreign Trade and Economic Affairs for 
taking necessary corrective action to avoid shortfall in the availability of 
fertilizers for food production. 



(Vide para 1.47 of the Repmt) 

Note on the Quantity of Fertilizers in Stock and Steps taken for their 
disposal 

The position regarding fertilisers stocks as on 1st July, 1975 is as 
follows:-- 

(In lakh tonnes of nutrients) 

I .  Stocks with domestic manufacttrrm 0.82 0-.w . . 1-36 

2. Stocks with the rentral Fertiliier Pool 2.18 0.95 0' 20 3'33 

2. About 50 per cent of our requirements of fertilisers are met through 
imports. Tmprted fertilisers, most of which arrive at the major ports have 
to bc moved over long distanccs to the various consumption centres. The 
fertilisers indigenously produced have also to be moved over considerable 
distances to the various consumption points which are located in firr flung 
villages spread all over the country. It has to be ensured that these fertilisers 
reach the retail outlets which are about 70,000 in number well in time for 
the cultivating season. Accordingly the need for a sizable pipeline stocks 
in order to ensure easy availability of fertilisers all over the country bas 
been recognised since long. The quantum of this pipeline would be 
between 10 md 20 per cent of the annual fertilisers consumption target. 
For instance, the Committee on Fertilisers set up under the Chairmanship 
of the Secretary. Agriculture, in its report dated the 2nd June. 1975, has 
recommended that a pipeline provision to the extent of 10 per cent of the 
requirements should be taken in to account. This is the quantity which 
would be at various points in the distribution system and not be available 
for immediate usc. On the basis of the consumption target of 36 lakh 
tonnes of nutrients for 1975-76, thc pipeline provision was worked out as 
3.6 lakh tonnes of nutrients by the Committee. 



3. For a country which imports such a large quantity of fertilisers like 
India, the need for a sizable market buffer has also been recognised for long. 
Such a market buffer would ensure a strong bargaining position for. the 
country in the international market. This would also ensure that the supply 
is not affected by sudden slippages in domestic production, which haw 
been all too common in the past. The maintenance of a sizable market 
buffer would ensure that fertilisers can be rushed to any point when a 
sudden demand for them deve1o.p. Thus the Committee on Fertilisers 
recognised that a market buffer equal to 20 per cent of the annual require- 
inents (i.e. 7.6 lakh tonnes of nutrients) is necessary. This buffer, of 
course, was not to be completely built up h one year but was to be built 
up over a period of time. Thus the present stocks of 4.69 lakh tonnes is 
considered to be a reasonable stock holding which would enable the Gov- 
ernment to ensure the uniform availability of fertilisers at reasonable prices 
all over the country. 

4. The production of fertilisers in the domestic factories occurs more 
or less uniformally throughout the year. The imports also continue more 
or  less throughout the year. It is physically not possible to import the 
entire requirements just prior to the consumption season for the following 
reasons :- 

(i) The production in foreign factories is continuous and they 
would like lifting to be done uniformally throughout the year. 

(ii) Shipping space would not be available for importing our entire 
requirements just prior to the consumption season. 

(iii) It would not be possible for the ports to handle the very heavy 
volume of traffic which would result if imports are being made 
just prior to the consumption season. 

(iv) Imports have to be made at an appropriate time taking into 
account the trends of fertiliser prices in the international market. 

5. The last 3 or 4 months have been a period of relatively heavy import 
arrivals caused by easy availability of fertilisers in the international market. 
The domestic production has also picked up since January, 1975. On thc 
other hand, the period from February to June, 1975 is a period of relatively 
negligible consumption of fertilisers. Consumption of fertilisers generally 
occurs in two peaks, one in July-August and the other in November- 
December, It thus becomes necessaty in practice for sizable stocks of 
fertilisers to remain with the domestic manufacturers and with the Central 
Fertiliser Pool during most parts of the year. 

6. After a period of shortages in availability of fertilisers in the countrp 
from 1972 to '74, the availability of fertilisers has been relatively easy during 



the past 6 months or so. As n result, both the distributing agencies and 
the- cultivators tend to purchase fertibw only just before the application. 
season and only in such quantities as are immediately rquired. Taking all 
these fact- into consideration, it is felt that the present stocks of fertilisers. 
in the country namely 4.69 lakh tonnes is a very rekonable figure. 

7. A number of steps have been taken for ensuring the speedy off-take 
of fertilisers. The Special Group of Secretaries appointed a Committee on 
Fertilisers under the Chairmanship of the Secretary, Agriculture, on the 
5th May, 1975. The Committee submitted its report on the 2nd June, 1975. 
Most of the recommendations if the Committee have already been acted 
upon. These include the following:- 

(i) As a result of the steep rise in prices of fertilisers, amounting 
on the average to 80 per cent made with effect from 1st June, 
1974 the requirements of farmers credit and distribution credit 
for fertilisers increased all of a sudden. Instructions were, 
therefore, issued by the Reserve Bank of India to provide 
adequate credit taking into consideration the increased prices. 
The various procedural difficulties involved in this have now 
been sorted out and both the distribution credit and the culti- 
vators credit have been increased almost in all cases. Steps 
have also been taken to ensure that the cultivators actually 
avail of the increased credit. Wherever difficulties are noticed, 
the matter is being taken up with the Reserve Bank of India 
at the highest level. 

(ii) During the period of shortage of fertilisers, most of the States 
imposed rigorous internal distribution controls. When it was 
observed that these controls were acting as a bottleneck in the 
smooth ofEtake of fertilisers, the State Chief Ministers were 
addressed by the M(@I) requesting them to review the dis- 
tribution of fertiliser controls and as a result most of the states 
have completely removed the internal distribution controls. 
Wherever these exist they do not serve as a bottleneck in the 
smooth offtake of fertilisers. 

(iii) The distribution margins given to the distributors of fertilisers 
had remained unchanged since 1.968. inspite of threefold 
increase in fertiliser prices. These margins have now been 
increased .with effect from 18th July, 1975 by about 40 per cent 
on tho average. 

, .  . (iv) Fertilisers have 'been taken to the likely consumption centres so 
. . as to ensure ready availability when demand for fertilisers picks. , 

UP. 



(v) Tit prodah for a sbart-term loan for inputs for the 
1975176 has beaa Wmsed from RB. 60 crores to h. 90 
C T O ~  

lvi) During the Regiopal Zonal Conferences, the State Governments 
have been told to take all steps to ensure free availability of 
fcrtilisers and to ensure the maximum possible consumption of 
fertilis;ers. 

(vii) The steep rise in prices had adversely affected the offtake 
d fertilisers. Accordingly the prices of fertilisers have been 
reduced from the 18th July, 1975. The domestic manufac- 
turers have also been persuaded to reduce the prices of 
fertiiisers whose prices are not statutorily controlled. Prices 
of the most of the fertilisers issued from the Central Fertiliser 
Pool have also been reduced. The Rajasthan Government has 
ken persuaded to .  reduce the prices of rock phosphate by 
Rs. 75 per tonne. This in turn would reduce the cost of pro- 
duction of fertilisers. 

8. As regards the present stock position of pool fertilisers, the following 
;points are note-worthy:- 

( 1) Since a large number of variables are involved in the determina- 
tion of agricultural production targets, fertiliser consumption 
targets, fertiliser production targets and consequently the 
fertiliser import projections, it is well recognised that it is not 
possible to have a continuous or exact equilibrium between 
demand and availablity of fertilisen. 

(2) If t i w e  is to be a choice between a margbal surplus situation 
md a marginal deficit situation, it is to have a surplus 
situation keeping in view the vital nature of agricultural pro- 
damion programmes. 

( 3 )  Tbe Expert Committee on Storage set up by the Planning 
Commission went into the entire question of the level and 
quantum of storage required for differem commodities. in 
rropect of Pool fertilisers, they rtcomhmnkd &at the storage 
available with the Central Pool at any given time should be 
ratgbly 50 per cent of tbe annual distribution by the Pool. 
According to this yardstick for distribution of about 35 lakh 
tomes of material every year the pool should have a storage 

d about 17.5 lakh t c n t ~ ~ .  Keeping this ia 
vicw tb present kvcl of fcrtHiacr sltbolts to the tune of 13 lakh 
toaocs would not be considered exccssivc. 



(4) The National Commission on Agriculture h their Interim 
Report on Fertiliser Distribution (November, 1971) recom- 
mended that "in d w  tbot che timely supplies to the farmers 
are assured" storages for one and half month's receipts at the 
ports and tno months stocks in the interior depots should be 
arranged, malring a total of 3.5 mollths' total bufl'cr st-ks 
which comes to about 30 per cent of the annual distribution. 
With an annual Pool distribution of 35 lakh tonnes, even at 
this yardatids the pool should have a buder stock of about 10.50 
lakh tonnes. Considering that the stock of about 13 lakh 
tonnes with the Pool is during slack season and before the 
effect of the recent rain-fall and the reduction of price bas been 
felt, it would not appear to be any cause for alarm. 

(5) The requirements of fertilisers to be supplied from the Pool 
during Rabi 1975-76 as recently assessed in the Zonal Con- 
ferences come to about 24 lakh tonnes of materials, which 
amount to a monthly requirement of about 4.0 lakh tonnes. 
The total stocks with the Pool at the beginning of this season 
to the tune of 12.7 lakh tonnes and that too including the 
pipeline stocks amount only even to 3 months' requirements. 
It may, therefore, not be correct to treat these stocks as 
excessive. 



ArPENDIX VI 
(Vide para 2.43 of the Report) 

Note--&pIaining the W s  on which Commercid Representatives abroad 
are seleoted and trained. 

The Chairman of the Public Accounts Committee, during discussions 
in the meeting held on the 13th August 1975, desired that the Ministry of 
Commerce should submit a Note to the Public Accounts Committee explain- 
ing the basis on which Commercial Representatives in our Missions abroad 
are selected and the training given to them for efficient discharge of their 
duties. Pursuant to the directions of the Cbairman of the Public Accounts 
Committee, this matter was considered in consultation with the Ministry of 
External &lairs. 

2. The Indian Foreign Service was created as a spccialised service for 
the conduct of the whole range of India's foreign relations-political, con- 
sular and commercial-by a decision of the Cabinet in October 1946, who 
felt that "The new service of our conception will man all India's posts 
abroad, whether diplomatic, consular or commercial. Since in tbz conditions 
of modem world, economic policy cannot be divorced from other aspects of 
foreign policy, the new- Service wilI man all the three categories of posts. 
An officer will naturally be employed as far as possible in the type of post 
for which he shows most aptitude, but it is contemplated that all members' 
of the service will have experience of diplomatic and consular as we'! as 
'Commercial diplomatic' work and therhi$hest posts in the Service will be 
open to all." 

3. The Indian Foreign Service (Pillai) Committee in 1965 addressed 
itself to the task of reviewing the structure and organisation of the JFS 
with particular reference to recruitment, training and service condition6 
and other matters conducive to the strengthening and efficient functioning 
of the Service, as the "primary requisite is a strong, dynamic and resilient 
Foreign Service consisting of an integrated professional cadrc of officers 
well-qualified and trained to handle all political, economic, commercial 
and information work abroad." According to the Committee "while politi- 
cal relations remain paramount, these are often secured and strengthened 
by bilateral or regional relationship in the social, konomic, cultural, educa- 
tional, scientific, technological and similar fields of human endeavour." 

The diplomatic work of the Foreign Service, therefore, forms the base 
for all its functicnal q k s ,  whether they be political, commercial or publi- 7 

city. 



4.8 The Cornittee observed that "we were interested to note that the 
branch; kith 'ihe other 

as far k 7 r  as 1947 when 
by providipg for a single cadre 

akmg ~5th athqr wd:' The Committee 
made a number of observations in this regard which have, by and large, 
been implemented. These recommendations are as follow6:- 

sbuld $we ecc?nomic 
, with. a consid.er&le 

co&ingtiop is ,Mt 
Serve Offctis at ae q r l y  

w.o~k,, since, mlitical work, is no _ 
from commercial work and can- 

not be dealt with iil- isolatidn. Foreigi Sr iGe 'bhcers must 
- have a grounding for economic affairs ind'il&develop a flair 

for commercial matters. Economic and Commercial functions 
should, therefore, be consider6d as esibtial md'idi~isib~;Fart 
of the work of the Foreign Service and also such"k&k 'k&ld 
be hpdled by officerp , beloqgipg . to the single Foreign Service 
cadre. ' 

(ii) Heads of Missions should play their full part in Commercial 
work; relations with Chamber of Commerce must be cultivated 
as sedulously as contact with, say, a political group. Many 
Ambassadorial assignments today entaiI ihvolvenient in acdno- 
mic and commercial matters and an officer who has experhe 
is likely to prove moqe successbl. than anothqr whose expertise 
has been lipaited tp the political pprposes. 

(iii) Every officer should be familiar with the basic principles of inter- 
national economics and commerce and with the technical langu- 
t\p of tile foreign vade. O@cers appointed to commerci4 posts 
should be giyen adeqpate briefing in q e  J@k)ries dealipg %th 
comerce and in;d;s;qy aad the Department of &on@c 
Aeairs. Discussions for t4rl) should arranged yli* p$@te 
add. qmi-owid bpdies like the Exwrt Couoc+; war& a d  
Tra& Asqociatioqs connected witb the export tradc. M- 
ni.cop for sup$y of information to coxqmvcial *en abroad 
must be I#tcr organbed. If the specific needs of.% Commer- 
cial Wiqg are to be effectively qef, particular attentiq! mugt be 
pgjd ip thg Ministry of Extetsal Maim to the speedy % ~ i -  
nation of such informatian. The Bcorlomic ~iyision of ~ b b  d Qterllal qflaiv should be made rppOasipe for 
coll@ng all suqh motwhl and information frop the bp- 



, merce and other concerned Ministries and transmitting them 
promptly to Missions abroad through the teleprinter links. 

k (iv) Commercial officers abroad should concern themselves more 
with promotiunal activitisg. Their success is determined by the 
openings they have been able to secure for Indian traders and 
for thii purpose they must be in the market place as often as 
they are in their own office. 

5. Some of the commercial delegations which have been to countries 
abroad have shown their appreciation of work and assistance rendered by 
the Embassy/Commercial Representatives abroad. To quote a few instances 
during the 1971 itself, the Report of the Market Orientation Scheme of 

, handicrafts issued in September 1971 observed that:- 

"We received very good support from the Indian Councils and 
Missions. They provided us with very good contracts." 

The Programme ,Committee of the IlFT recorded on the 15th September, 
1971 that:- 

"A11 the teams have reported that they got invaluable support and 
assistance from Missions in almost all the countries and were 
able to establish contacts with firms to whom they would not 
have gone on their own." 

The Chairman of the S.T.C. on his return from tour of Latin America in 
1971 has the following in his report:- 

"our Missions in South America for whom we have nothing but 
genuine praise, to their great credit showed the impressing 
and sensitive concern for developing commercial relations." - 

6. According to the Cabinet decisions (with the exception of a few posts) 
aII posts in the mmerc ia l  sections in missions abroad wbich are under 
the administrative and budgetary control of the Ministry of Commerce are 
manned by IFS and IFS(B) personnel. The consensus has been as explained 
akwe that in the context of close interdependence of political and com- 
mercial work, it is better to have mmerc ia l  representatives drawn from 
the JFS with a considerable amount of diplomatic expertise rather than 
aeicials with limited even though specialised knowledge of commercial and 
economic work and no knowledge of diplomatic lore. In fact more and 
more of our Missions including their Heads are now concentrating on 
economic and ccmmer;cial work. We have of late received reports of high 
performance of IF3 officers dealing with economic work from Kuwait, 
Qatar, Geneva, New York, Tehran, Paris and Brussels. Some of the IFS(B) 
officers .bve done well in commercial posts. The plicy of iatcgrating com- 



mercial and diplomatic service is providing more befitting than ever. It 
has also been recogniscd that our diplomacy will be able to ~m nrtimal 
interests best if economic work comes in the forefront. 

7. The Foreign Service Board of the Ministry of External Affairs of 
which the Commerce Secretary is a Member selects eligible officers for 
posting to missions abroad. In selecting Commercial Representatives abroad 
the Ministry of Commerce as also the Ministry of External Affairs take 
into consideration the economic background and the commercial experience 
of the officers concerned as also their diplomatic expertise. Only such 
officers are selected as Commercial Representatives who have established 
a flare for commercial and economic work. The Ministry of Commerce is 
very strict about the selection of Commercial Representatives and only 
those who have got outstanding records are selected for manning these 
posts. In some cases, Commerce Secretary sponsors names of other than 
TFS officers on the basis of their experience in the Ministry of Commerce 
itself and where on the basis of his personal knowledge of the txonomic 
and commercial work of the officers concerned, he feels that they would be 
suitable for the post. 

8. All the probationers in the TFS have to spend a few months in the 
Institute of Foreign Trade which is an adjunct of the Ministry of Com- 
merce. They also undergo attachments with the Ministry of Commerce 
S.T.C., M.M.T.C. etc. A Bharat Darshan Tour is also arransed f ~ r  those 
who are posted abroad for the first time to acquaint them with export 
industries and those with export potential. This proves useful especially 
to those who have followed -economic courses in the University and who 
have an aptitude for commercial work. The Trade Missions are supplied 
various journals to keep them abreast of the economic dcvelopments 
within the country and the changing pattern of our export trade and its 
direction and the fresh lines of our planning and thinking for promoting 
exports. They also take advantage of the literature that may be available 
on the subject of Commerce in the country to which they are accredited. 
mey are required to send periodical reports showing the economic situation 
in the countries concerned and the export opportunities that they afford. 

9. All the Heads of Missions are required to devote their personal 
time and energy to important commercial work. The role of the Head of 
Mission is even more important than the role of a Commercial Attache. In 
major commercial negotiations, the Ambassador's intervention at higher 
level is always helpful and even necessary. It is also pertinent to quote the 
observations of the IFS Committee in this connection, "the success of his 
Missions depends largely on his ability fo establish extensive personal 
contacts. not only with those within the Government but also with other 
important elements in the country. As part of his functions he has often to 
enter into negotiations with foreign Governments on matters of pditical 



and t ~ l l l t r d  nWttlcs." T b e ' ~ . m p m s f b i l ~ t y  for these, lies on the Head 
d4M MWcW bbrcits~a Mrgirrg8'exrmit"'tIle~n!spbxtsMlity is shared by all 
diplomatic officers". 

10. Tho work of the Coummcial Rcyatacu&Otives~dmad is tju&pd&y 
the Ambassador in the country . c o ~ ~ ~ t l l d . .  A@n hrl~ asseasmew at' his 
work in this field is made by the C o m m ~ c e . S o o a a t a r y / G o m m m k p : ~ ~ r .  
If any officer has done exqtiooalljl well in m.mwaneut, 1 bwis c p ~ a ~  a 
suitable extension also in thst pgft..or Ms exp&eel  andl a~paaieme are 
made use of to the extent .pwsibIs. AM.bwmc;.  the MhiWy of43xmmme 
has an openlmiwi in~thematter~ of M a i r b g  sugge~bm aimed at 
improving. a d m k h t d v e '  and1 fwttond etfibicnq~ofl om CTomrrwr~ial 
Representation a b d .  



APPENDIX MI 
i t  idr para 2 .  48 of thr Rrpnrtl 

i -. 

S. Composition of drlraation Cht~ntrirr visitrd Period .4mount Remarks 
No. 

AIarch 1971 lo  January, 1972 

Rs. 

I I. I .  Shri K. Ram, S z q .  Dtptt. of Srrpply. .Japan 

2. Shri R. ~ a ~ d ,  Dy. S m .  Kept.  of Sul+ 

8-7-1 to 97 r 25,750.00 

22-7-1971 

11. I .  Shri K. Ram, Srcy. Dcptt. of Supply. Japan 4-11-1971 1 ~ , ~ 6 1 .  no 
to 

I .  I .  Shri K. Warn, Srcy. Drpct. of' Supply. liuropc t i .  K. 16-4-1972 55,776 OO* 
to +Excluding the eipcnditurc on 

2. Shri R. Dayd, Dy. S r q .  Drptt. of Supply. 3-5-1972 Shri Y. ICriirb.n 

'3. Shri Y. Krisbn,  Jt. Srry. Ministry of Finance. 

11. r .  Shri K. Ram, Srcy. Drptt, of Supply. 

2. Shri H. I>ayaI, Dy. Srcy. Drptt. of Supply. 

3. Shri KBL.. (:habra, Director, Drptt. of L. A. 
Ministry of Finance. 





Cnuntrirs visitrd Period Total Remarb. 
Expenditure 
incurrrd. 

I. I .  Shri P. P. .\garwal. k y .  Deptt. of Supply. 

2. Shri R. Dayal, D y .  Srcy. Dcptt. (11' Supply. 

3. Shri S. K r i s h w a m i ,  J t .  Sccy. Min. of Financr. 

11. I .  Sh. P. P. Agarwal. Scrv. Deptt. of Supply. 

2. Sh. R. Dayal. Dy. Spry. Drptt. of Supply. 

3. Sh. M. K. Xair, F. A. & .Joint Srcy. Minktry of 
Finanrr. 

1. I .  Sh. Y. P. .\garwal. Srcy. Ikprt. of Supply. 

9. Sh. M. K.  Sair, J r .  Secretary, Ministry of 
Financc. 

11. 1. Stl. P. P. Agarwal, k*cy. Ikptt. of Supply 

2. Sh. J. S. Baijal, Jt. S r ~ r ~ ~ t r r y ,  Minislry offinancr. 

111. I .  Sh. 1'. P. ,\garwal, Svcy. Deptt. of Supply. 

2 .  Sh. h. K. Srn, Jt. Sccy. Ministry of Finance. 

IV. 8 .  Sh. P. P. Agarwal, Sccy. Dcplt. of Supply. 

2. S b . A . K . S c n , J t . S e e y . m d F i r u a c r .  

Europc V.K. 

Canr la  U.S.:\. 

Kuwait 

Japan 

1974-75 
Kuwait, 11dy  

U. K. Saucli 
Arbia 

Japan 

Ec~ropr, V. K. 

U.S.A. 

Bahrein, Dharan, 
Italy, Holland, 
U.S.A. and U.K. 

-,p.qcl7 .(:I *Excludine the expenditure on 
\ Shri S. Krishnaswami. 

23,663. on* *Excluding the expenditure on 
Shri M. K. Nair. 

W 
2 

I 9.3 16. rm* *Exrlt~dinp the expenditure on 
Shri M. K. Nair. 

15,055.w* *Exrludinq the expenditure on 
Sh. J. S. Baijal. 

33,176. tm* *Excluding the expenditure on . 
Shri A. K. Sen 

5 1 .5q. oo* +Fkcluding the mpenditure on 
Shri A. K. Sen 



EXPENOITURE INCURRED ON ~ E H A L F  OF REPRESENTATIVE OF'FINANCE 
MINISTRY. 

Delegation i?om+tion of Delegation. Countria P i  T ~ , " b r ~ d i t u r e  
No. viaitcd. 

I. Shri Y. KrhhanJoint Secrc- Europe 
tnry U.K. 

11. ' ~hr i  KBL Chhabra, Director. Japan 

111. Ski ~ . ~ . ~ a j u r n d a r ,  Jt. Japan 
SccretPry. 

IV. Shri S.K. Majurndar, Jt. Europe 
secretary UK Kuwait 

V. Shri K. Majumdar, Jt. Secrc Japan, 
tnry 

Shri S. ~~shnaswskni, Jt. Do. 
-tnrV 

VI. Shri S. Krhhnaawarni, Jt. USA 
W r y  UK 

I. Sari S. Krisn~~uwrmi, Jt, Europe 
S M ~ ~  U.K. 

Canada 
USA 
Kuwait 

11. Shri M.K. Nair, Joint Secretruy Japan 

I. Shri M.K. Nair, Joint Secy. Kuwait 
Italy 
UK 
h u d i  
Arabia 

Do. 

I -9-1 973 -1- Fureign mrrnry 

120.70 
Canadian dollan 

Kuwait Dinars 3.300 



Mineral and Metals Trading Corporation 

(a) Number of delegations sent: 

Between March 1971 and January, 1972 . . . . . .  Nil 
During I 972-73 . . . . . . .  2 
Dd%$:r&sl)4. . . . . . . . . . .  2 
During 1974-75 . . . . . . . . . . .  Nil 

S1. Name 
No. 

Dtsignation Countries visitad Total expen- 
diture incur- 
red (in ru- 
pea) 

I P. P. Dhir . 
z S. K. A ~ N W A ~  . 

1 P.' P. Dhir 

2 S' K. ~kPr&al 

. Director Romania, P o l d  81 16,861.31 
Bulgaria 

No delegation 



APPENDIX VIII . . 
(Vide para 2.80 d the Report) 

Note on the purchase of 0.60 lakh tonnes of di-ammonium phosphate- 
Reasons for delay of  about two months in floating the tenders. 

The Department of Agriculture vide their D.O. dated 17-2-70, 
addressed to. the Department of Economic Affairs requested release of 
foreign exchange for entire imports for 1971-72 indicated therein. The 
requirements of DAP were indicated as 120,000 MT made up of 60,000 
MT for Kharif 1971 and 60,000 MT for Rabi 1971-72. In the endorsement, 
the Supply Department were asked to initiate procurement action for entire 
imports. The shipment period for DAP was given as:- 

March. 1971 . . . . .  . lo,ooa .M r 

April. 1971 . . . . .  . 20.000 MT 

On 19-12-70, Department of Agriculture requested thk Department of 
Economic Affairs for allocation of funds for a further quantity of 75,000 MT 
of DAP, required for M/s Dharamsi Morarjee Chemical Co. Ltd., Bombay. 
However, on 2-1-1971, Department of Agriculture requested the Depart- 
ment of Economic M a i n  for abeyance of action regarding 75,000 MT 
required by Dharamsi Mora jee. In a D.O. dated 4-1-71 from the Depart- 
ment of Economic Mairs to the Department of Supply, source-wkc alloca- 
tion of foreign exchange was indicated. It was stated that 60,000 MT d 
DAP was to be procured from Canada and 60,000 MT of DAP to bc 
imported from USA under Canadian b a n  & US AID. in the meeting of 
the FPC on 4-1-71, the Department of Agriculture indicated that the total 
requirement of 120,000 MT of DAP included 40,000 MT for Trombay 
Project and 80,000 M'T was required for States. The following delivery 



schedule was indicated by Department of Agriculture vide D.O. dated 
4-1-1971 :- 

March 1971 . 20,- MT 

April 1971 . 20,m MT 

June, 1971 . 25.000 MT 

. . . .  .luly, 1971 . 35,000 MT 

A u ~ t ,  1971 . . .  2o.ooo MT ------ 
Total : 120,000 MT ------ 

The Department of Economic Affairs stated in the FPC on 4-1-71 that 
half of 120,000 MT should be vrchased from USA and half from Canada. 
It was decided %hat a tender should be issued simultaneously both in the 
USA and Canada for same quantities and delivery periods. On 8-1-71 ISM 
Washington were asked to consult US AID and Canada about dates of 
issuelopening of tenders. ISM Washington intimated on 8-1-71 
that CIDA confirmed that delivery from March onwards 
was feasible if tender was issued soon. ISM were told vide cable 
dated 11-1-71 that we proposed to issue tender on 14-1-7 1 for opening 
on 4-2-71, for shipment-March, 10,000 MT; April 10,000 MT; June 
12,500 MT; July 17,500 MT; and August 10,000 MT; and they should 
ask CIDA whether tender may issue accordingly. FPC had decided in the 
meeting on 4-1-71 that both the tenders against US AID and CIDA should 
be issued simultaneously. However, there was some hitch in the issue of 
tender against US AID as indications had been received that supplies from 
USA may not be possible before June. Therefore, it was proposed on 
20-1-71 in consultation with the M i n k y  of Finance to go ahead with the 
issue of tender in Canada. The matter was discussed in the FPC meeting 
on 1-2-71 and it was decided to issue tender in Canada for shipment period 
20,000 MT in March/April and 40,000 MT in May/June. ISM, Washiig- 
ton was asked by Cable on 2-2-71 to get CIDA's clearance regarding date 
of issue; opening of tender and validity of offers. On 4-2-71. ISM Washing- 
ton was told that CIDA had informed Department of Agriculture that 
tendering time could be reduced to 15 days if requirements were urgent 
and that since in this case requirements were most immediate, tendering 
period should not he more than 15 days. ISM, Washington was e-ttd 
for reply on 8-2-71. Reply was received from ISM, Was!!ington on 
10-2-71 stating that bulk DAP by March was impracticable and that CIDA 
however, confirmed availability of 10,000 MT in April; 10.000 MT in 
May; 20,000 MT or 30,000 MT in June and balance in July and that ABC 
of delivery could be met only if enquiry was issued on 15-2-71 due for 
opening on 2-3-7 1 and awards by 15-3-7 1. Department of Agriculture was 
inform& on 10-2-71 of the monthwise prospects of availability of DAP as 
conv~yed by ISM and told that we proposed to issue tender for delivery of 



lU,'Cl(ro -W by kfl; 40,WO by May:'30,Wt%y -janc~*rrdd':~iB,OOO~MT 
by July and that tender will issue on 15-2-71, opening 2-3-71 W awards 
by 15-3-71. On 11-2-71 Hi$ Commissioner for Canada, New Delhi, 
stated that aftel surveying the trade, CIDA had indicated that the delivery 
proposed by ISM tor 20,000 MT in March and 40,000 MI' in May/June 
was not possible but if deliveries were extended from Aprii to July, there 
would be a response to DAP tender and they proposed delivery period' 
10,000 MT in April; 10,000 in May; 20,000 June and 20,000 July or 
10,000 MT each in April and May and 30,000 MT in June and 
10,000 MT in July. 'lhey also mentioned about the change in specification 
with regard to particle size from 90 per cent to 88 per cent and stated 
thatt uihile this wcndd ease the ability to rnanurfaoture, it will not improve 
the aralability picutte. On 12-2-71 ISM, Washington,, were infamed by 
cable that tender for 60,000 MT DAP was being issued on 15-2-71, 
apltlidg bn 2-3-71 and awards 15th Marahasand shipment April 10,000; 
May 10,000; June 30,000, and duly l o w 0  MT. Tender was accordingly 
issued on 15-2-71 .inviting Mers by 2-3-71. Department oE Agriculture 
d m e d  on 17-2-71 that the t d e r  notice issued for DAP from Canada 
wgs' in order. The tender was opened on 2-3-71. 

Proamment.action could be initiated by Supply Department only after 
;rlloeation of funds, which was made on 4-1-71 by the Department of 
Ecemmic Affairs. Some delay also occurred because the Canadian Govern- 
mbnt had to be consulted about the timing of the issue of tenders. At 
all stages, the Department of Agriculture were kept informed of 
doirelopments. 



APPENDIX IX 

(Vide para 2.156 of the Report) 

Cdpy,of  D.O. letter dated 4 November, 1975 from Dy. Secretw, Depart- 
mem of Agriculture to the Director, Depameru of Supply. 

Kindly refer to your D.O. No. PII-8(3) /74 dated the 9th October, 
1975 in connection with para 56 of the PAC query r e b e d  to. therein. 

In this ,Department's letter No. 1-9/71-MPR dated 24th March, 
1972, it was .proposed to use the Canadian Credit of 10 million dollars for 
the purchase of 75,000 MTs of NPKs. It was further propased to pur- 
chase 47,000 MTs of NPKs out of the foreign exchange of 25 million 
dollars. A tender for the purchase of inter alia NPK 15-15-15 under 
Canadian Development Loan was floated on the 28th March, 1972. Since 
the suppliers were only from Canada, the offers of suppliers who quoted 
the lowest price for NPK 15-15-1 5-a price higher than the price. which 
could ,have been obtained ia a global tender-had to be accepted. Among 
these was I.C.E.C. to whose offer a reference has been made in the Audit 
paragraph. 

A tender for purchase of NPK 15-15-15 out of free foreign exchange 
was floated on 5th April, 1972. One of the offers which was accepted 
was that of M/s. Interore. Since this was a global tender, naturally we 
could get a lower price than what was possible under the Canadian Deve- 
lopment Loan tender. 

During the course of evidence of PAC, it was stated by the representa- 
tive of the Department of Agriculture that initially purchase against credit 
had to be made because the amount of free foreign exchange available 
was not adequate to meet full import requirements. It was further stated 
that, to the extent of availability of free foreign exchange, it was made 
use of for the import of fertilisers. This point was made specially in 
the cuntext of the acceptance of offers for fertiliser.at a higher price quoted 
under loan as against offering for purchase against free foreign exchange. 

It was never the intention of this Department to suggest before the 
PAC that, as soon as any free foreign exchange was available. this Depart- 
ment bad intiat&ed that -tin credit purchase should stop. I hope this 
clatides the position. 



(Vide para 2.172 of the Report) 

STATEMENT ON PURCHASE OF DI-AMMONIUM PHOSPHATE I N  AUGUST-SEPTEMBER. ~ g p .  

S1. Name of Rat- initially quoted Rat- accepted after Date Shipment Actual Deliveries Re- 
No. Supplier nrgntiations on  schedule effected - m r l u  -- which 

Country Rate Quantity Rate Quantity o r d m  Paiod Qtv. Date Quantitw ------ MIT MIT were M!T MIT 

r Mls. Woodward & Canada 
~ i c k e n o n  (Cana- 
da) Canada, Ltd. 

3 Mia. Miaubiqhi In- 
ternational Carpn., 
USA . . . Korea 96.25 rog.50 I2,gm 96.25 103.50 12,500 19-9-72 Pcb. 73 12,500 I--= 12500.00 ' 



M/s. Kaiser Trad- 
ing Co., U.S. 4. 

M/s. Continental 
Fert. CO., N. York 

MI*. I.C.E.C., New 
Yod . . 

M/s. H.J. Baker & 
Brw., U..S.A. 

MI*. Interore, 
New York . 

U.S.A. 98.74 I 10.74 6,500 

Canada 105.00 116.50 15,000 
Dec. 72 qhiprnent +qn; 
ALTERNATI- S.O. 
VELY 

108.00 119.50 
Feb. 73 ship- 
ment. 

U.S.A. t$J. oo I  woo *zo.ocm 

93'45 105'45 10,000 19-9-72 Feh.1 10,000 I I 
March - I-. 75 

73 14-4-73 

1oo.00 111.50 15.000 1 w 7 2  D e c . ~  15,000 w a y  
+2501, +25O/0 10-12-72 r 1,500 

S.O. s.0. to 

gR-oo I  woo m,mo 193-72 Oct. p 5.000 9117-11-72 7245.486 
Nov. 72 171Q-11-72 10336.544 

Jan./ 5,000 ~0-1-m 17528.849 
Feb. 73 5,000 
March/ 
April 73 5,000 

98.00 1ro.00 17,000 1g-g-72 Sept.- 
Nov.72 7,000 48/31-10-72 4999.998 
Jan- 
Mar,73 14000 S*=~-V 5 2 4 5 ~ ~  



SO M/r. Yitnri & CQ. 
I s  We* York . U. S.A. . . 105-50 *6,- . . 1o5.50 6,000 22972 6,- 5 - 7 2  . w7.,22 

C&FFO *roo/, 
West Coast, India W.C.I. .'?a. 
&%% CbFFO 1 72 

East Caart. India E.C.I. 1 
I I  MIS, Mibui & 

Ca Ltd., Japan Japan 105.00 1 1 3 . 9  3,- . . 106.61 5,000 4 -  1-72 . 5,- 3 ~ 4 - 7 3  ,SOOO~:W 
C&FFO 
E.C.I. 'Bitend- 

" . .- 
12 MI,. I.C.E.C., New 

YO& . . . U.S.A. 99'74 111'74 15,000 98-24 110.24 15,000 19-9-72 Dee-72 15,000 2-2-73 15qe.554 
Revised 98-24 I 10' 24 I 5,000 Chang- 

ed to 

rg M/s. Woodward & 
mckmoo Ioc., 
U.S.A. . . U.S.A. 10l.00 rlg.00 5,000 99.5" I11.50 5,000 19-9-71 N0v.1 5,000 91-73 ,*:* + zo0X + m?A Dec.72 

14 MI*. Agriuxhunical 
Co., U.S.A. . U.S,.4. 103.50 115.50 ~o,ooo 99-50 r r  1-50 45.000 22-9-72 . N d  17-11-72 7&71:190 

Revised 99-50 r 11.50 45,000 bec.72 I ~ , O O O ?  61 2-72 8,t 73.132 
an073 I$,- 14-1-73 4 223'5% 

4eb.n 15,080 1 &I-73 &?*I 





(Va para 2.173 of the Report) 

I MIS. Phibro Asia. 

*A quantity of I a384 M/T was subuquently analled and ~ v e c c d  
under contract No. F. P. 55!36: 2, dated 24-6- 197 j 







APPENDIX XI1 
(Vide para 2.174 of the Report) 

Copies o f  extracts from the minutes o f  the meetings of  the Fertiliser Purchase 
Committee held on 17-8-1972 and 29-8-72. 

Extracts from the Minutes of the meeting of the Fertiliser Purchase 
Committee held on 17th ~ u ~ u s t ,  1972 

7. The Committee thcn took up for consideration the global tenders 
invited for the purchase of Ammonium Phosphate and Di-Ammonium 
Phosphate and for urea. It was pointed out by Shri Shenoi that the offer 
for Ammonium Phosphate was considerably higher than the offers received 
for DAP on the basis of cost per nutrient. It was, therefore, decided that 
while no A. P. should be purchased a quant:ty of 100,000 tonnes of DAP 
might be ,purchased. The lowest offers for DAP were from the followine 
three firms which werc accepted:- 

2. hf/s C'lnw \V~llnce~Cominco, Canada . 12,000 

These offers would make up a quantity of 31,100 MT. For the balance 
quantity it was decided that in addition to the above three suppliers, all 
the other suppliers may bc called for negotiations and an effort ,made to 
persuade them to rcducc thc prices to the extent possible. 

Extracts from the Minutes of the meeting of the Fertiliser Purchase 
Committee held on 29th Aupust, 1972 



366 
\ 

3.. . . .Miss, George stated that the pnstnt deciaion was rlot $0 pur- 
chase any quantity of ammonium sulphate but the matter was ocing re- 
cxamincd and if any change in the policy was visualised, the delegation 
would be apprised of the position. She also stated that the Department or 
Agriculture had a requirement of 3 lakh tonnes of DAP. She further 
mentioned that in the case of NPK, the question had been rased whether 
W K  as such should be procured or only the basic raw material should 
be imported and the NPK should be formulated in India. . . . 

b. DAP Tender: Secretary mentionce that the local representatives 
of the various firms who had quoted for DAP had been called and negoti- 
ations had been conducted. While some of them had offered :nterirn re- 
ductions, most of them had stated that the f i n d  podion would be intimated 
within the next day or two. He enquired as to what quantity should be 
purchased on the basis of these negotiations. Miss George stated that 
earlier she had indicated that a quantity of 1 Lakh tonnes should be pur- 
chased but if further additional quantities could be purchased she would 
be happy and, if neccssary, thc delivcrics could be extended beyond Feb- 
ruary, 1973 which had been indicated in the tender. The FPCl approved 
of a certain ceiling upto u.h:ch purchases might be effected. 

Copy of r k  notes, dored 1-9-72 and 2-9-72 

As decided vide notes at paee 8-9/11 contracts have already issued- for 
a quantity of 31,100 MT at a & price of $ 103.50. The Fertiliser Pur- 
chase Committee in its meeting on 17-8-1972 also decided that a11 the 
firms who had quoted against the tender may be asked to come for. nego- 
tiations and that efforts should be made to persuade them to reduce the 
offers further. Negotiations were conducted with all the firms on 
28-8-1972. The result of these neeotiations were discussed in the mcct- 
ing of the FPC on 29-8-1972 and the Committee decided that offers rc- 
ceived up to $11 I .SO cM may be accepted. The representative of the 
Department of Agriculture had also agreed that thev would have no ob- 
iection to  the purchase of more quantities than 1 2akh tonnes which they 
had decided to p~wchase earlier. The representative of the Department of 
Agriculture also c o n k e d  that although in the tender they had asked for 
deliveries upto February 1973, but they would have no objection if deli- 
veries are extended further by two to three months. Ot?c.m have nclw beem 



M v e d  and the offers which come within the ceiling of $111.50 are as 
foRCnvs : - 

.%me of the Indian Country of Quantity Period of Deli- Price 
rpt/manufacturer origin very 

FOC C&F 

I. Shaw W d u x  & Go. USA 5,000 h., 72 95'25 107.25 

3. Internatio~~al Trd. USA ro,om Feb. Much '73 93-45 105.45 
National Phosphates (Seller's opt.) 

4. MDPCIJR Simplot USA 6,500 Dec. to Feb. fl.74 110.74 
(Buyer's opt.) 

5. Socotra!'North West Canada 15,- Doe., 72 ~oo-oo 1xr.50 
Niko Chem. +25% 

6. Mitsui{Nhan & Te- Japan 5,000 Jan. to Frb. 73 ~06.61 
.tun 3,000' ~ i r m ' s ' ~ & ~  (EC-I) 

7. laterore Occidental. USA 5,000 a+ 72 98 110 

5,000 Nm. 72 
5,000 .I-.-Fcb. 73 1 

F a t  seller's option 
5,000 S1arch;April J 

20,000 
8. Mitu-i National Ph* USA 6,000 Sep~!earIv Oct. . . 105.50 

sphatcs WCl 
106.00 
ECI 

Offers at Serial Nos. 7 and 8 above are new offers, while 
the olhcrs are the revised reduced rates. 

Includii the quantity of 3 I, loo which has already been accepted 
in all a total quantity of I, I 5 ,  roo MT is now being purchased. Some of the 
firms haw told us that they arc still awaiting for final reply from their 
principals. As soon as the replies are received within the validity period 
of tbe tender and these are below our ceilings we will a c x g  the same. 

Sdl-m. Dayal) 
19-72 

0.E. 1-9-1972 Sd/- (S . S . Puri) 
Sdl- S. K. Majumdar, 1-9-72 1-9 72 
Sdl- (K. Ram) I -9-72 - - - _ _ _ _ _ _ _ _ _ _  _ _  __I___- --..--- 

*Ownally offer wr. for ~ . o m :  ddl.  3,4- ~ffm.! whirct to their option whirl1 t h '  
wdl let w know by I 5th October, 72, 



S. Nos. 58, 59 . , . : . )  . . . .  

The contracts as approved abovc .have issued. In addition we3havc 
received an offer for thc supply of 15,000- tonnes from MDPC at a c&f 
price of $11.0,24. This offer had been made edflipr, but had expired and, 
now the suppliers havc confirmed the same c&f price. 

We havc received another offer from M/s. Interore for supply of 17,000 
MT at $98 equivalent to $ 110 c&f. 'This was the same rate which wr: 
accepted from them earlier vide their offer at Sr. No. 7 at pre-page. Con- 
tracts havc to issue today. 

In the above note it li:i; alrcady been agreed that offers wbich may bc 
received within the crilin? of !$ 1 1  1.50 c&f may also be accepted provided 
these arc received by the 8th of September, 1972. It is feh that since 
it has been accepted in principle to acccpt the offers upto $ 11 1.50. JS(P) 
may be authoriscd to conclude cc ~iracts in the absence of. the Fertiliser 
Delegation and for this file need not bc put up in Finance again. 

Sd/- (S. S. Puri) 
2-9-1 972. 

. . Sd/- (K. R ; I ~ I )  
2-9-1 972. 

Concurred in, except that any additional offer from Japan highcr than 
$106.61 pcr tonne should be considered by the delegation in Japan. 

MiHistry of Supply. 

Sd;- (S. X. Majumdar) 
2-9-1 972. 



APPENDIX XIB 

(Vide para 2.228 of the Report) 

Nore on the expression 'Force Majeure' in the Contracts 

The Audit paragraph deals with the conditions of contracts issued 
by ISM, Washington. As regards purchases through ISM, Washington, 
the following provisions have been made in the conditions of contr'act ISM, 
826.Revl70:- 

Delayed L)t&eries: Subject to the operation of 'Force Majeure' timc 
is of the essence. Claims for extensions ,of time on account of 'Force 
Majeure' shall be granted subject only to'the prompt notfication to India 
Supply Mission of the particulars thereof, and the furbishing to Yrtrlia 
Supply Mission if required. of reasonable supporting evidence. Any waiver 
of time in respect of partial instalmcnls shall not be deemed to be a 
waiver of t'me in rcspct of remaining deliveries. 

"Provided that where supplies arc madc within 21 days of the con- 
triictcd original delivery period, ISM'S Freight Forwarders, or the inspect- 
ing Agency whcrc so specified, may accept the stores for shiprnentjinspec- 
tion unless it is stipulated in the relevant contract that such grace period 
shall not bc applicable to thc contract." 

Ordinarily above clause was included in all contracts financed out of 
free resources. With regard to contraas out of US An> Funds, US AID 
insisted on inclusion of following chuse which formed part of such con- 
tracts:- 

"A. Timc is of the essence of this &ent, prcwkkd, hoarever, that 
ncither party s h d  be liable to the o h r  nor shall this agreement be deemed 
hrcachcd, cxcept as provided in 'this paragraph, for ddays or interruption 
in performing iF\; digations harrundar proximately resulting from the 
follow'ag cwcnts: War. whether d w l d  or tmkhred, Chi4 disturbom. 
including bw not limited to rioh or insunatibns: m a  accidents and 
wvcre destructions, induding but aot limited to firas, stlilm/explasiohs; 
or any other cause bcyond the rgasonable contrd of the partf concen~cd. 

B. The"pntty who* pt9fonnance rhay'bc impaittd by tk occUtreaCe 
df a@ d the 'cwnts reietred' to abW6 (hefdnafter rcfetied to as TM 



Afbcted Party') shall promptly notify the other of that fact indicating the 
steps required to minimist the impairement and its probable & a t  on the 
delivery date or the schedule of delivery dates. 

C. If the probable effect of the said impairement is to delay perform- 
ance of this agreement for a period in excess of sixty (60) days, the affcc- 
ted party shall furnish to the other party weekly reports, together with any 
reports of other significant events which may affect the situation, unless 
this agreement is terminated by said other party pursuant to this paragraph 
(D) below. 

D. If the probable effect of said impairement is to delay performance 
of this agreement for a period in excess of ninety (90) days, either party 
may elect to terminate this agreement. Such elcction shall be exercised 
by a party depositing written notice thereof in the United States m i l ,  
registered and postage prepaid, to the other party." 

Ministry of Law has perused the 'Force Majeure' clause incorporated 
in the contracts entered into with the American firms by ISM, Washington. 
The opinion of the Ministry of Law is as under:- 

"Force majeure is nom~ally defined to mean any event which takes 
place on account of act of C i  or as a result of natural forces. Rut in 
number of cascs the courts have given a wider mcaning, namely. it will 
also take within its fold any circumstances which arc hcyond the control 
of the Parties and which could not hc foreseen. 111 this context it 
may also be useful to refer to the following observations of the Suprmc 
Cowt in the case of M l s .  D. Gosind Rani v. Mls. Shornji K and CO. 
( 1961 ) A.1.R.S.C'. 1 285 ( . . . . . . I hat where refcreacc is made to force 
rnajeure. the intention is to save thc performing party from the con- 
sequence\ of anything owr  which he has no control. This is the widest 
meaning that can be given to force majeure clause). . 

In view of the fact that force majcure can be given also a wider mean- 
ing. It would be neither feasible nor desirable to define forcc majcure ex- 
haustively in any context for the reason that the contracting firm may take 
this opportunity to include in the said definition as manv events as p i -  
ble which in their opinion would constitute to be beyond their control. In 
order to save such a situation the balance of convenience would lie m e  
in favour of not defining the force majeure exhaustively but only to include 
such events as the firm in their quotation may ask for inclusion. 

In this context it may be mentioned that in so far as contracts placed 
witb tbe American firm are concerned, then may not be enough t h e  to 
c01llplt the Law Ministry in at Ddhi. Moreover, we would like to add 
that in the ISM contract No. 826 vide clau* 10 there is a provision to 

, , . . 



the .effect that claim for extension of time on account of force majeure 
shall be granted subject only to the prompt notification to India Supply 
Mission and on reasonable supporting evidence. On account of this stipu- 
lation we had also stated that the firm while raising a plea of force maj- 
eure were also required to adduce reasonable supporting evidence to 
satisfy the India Supply Mission that the factual force majeure condition 
did exist." 

' It would thus be seen that the existence of-force majeure circurnstanccs 
have to be deciclcd on the facts and circumstances of each case, in consulta- 
tion with L A  to ISM, Washington and Ministry of Law, New Delhi if 
enough t'me is available to detcrmine whether the suppliers can validly tahc 
shelter under force majcure. 

Jt may howcver be noted here what the Department of Supply is no 
longer concerned with the purchase policy of Missions abroad as the ad- 
ministrative control of ISM. London and ISM. Washington has since been 
transferred to the Ministry of External Affairs with effect from 1st April, 
1975. The work relating to impart of fertilisers from Western Countries 
and from Japan has also been taken over by MMTC with effect from 
1st August, 1975. 



(Vide para 4.16 of the Report) 

Note on the machinery that is available to ensure the timely and equitable 
distribution of fertilisers to the farmers and the checks exercised bv thd 

Central Government in this regard. 

1. The Ministry of Apiculture holds six-monthly Zonal Conferences 
at the commencement of each crop season which have been roughly 
divided as Period I (Kharif)-FebruaryJuly and Period IT (Raw)- 
August-January to assess fertiliscr requirements for the ensuing season. 
While assessing the overall gross requirements of each State, the compu- 
tation is made on the basis of the agricultural production programme of 
the State during the season under consideration taking into account the 
area to be cultivated under different crops and the avcrage dosage per 
hectare achieved in the past and after allowing a percentage increase in the 
dosage itself. The increase in dosage allowed in different States is diffe- 
rent and in this context the need for thc developing States to increase their 
level of fertiliser consumption is kept in view by allowing them a some- 
what higher increasc in dosage. 

2. After assessing the gross rcquircments, the opening stock with the 
&ate as estimated by it to be available with thcm at thc commencement 
of the crop season is deducted to arrive at the nct requirement of the 
Statc. The supplies to be made by thc manufacturers to different States 
arc decided in keeping with a rational distribution plan ;n which various 
factors like the logistics of railway operations and the cconomic marketing 
zones of the factories etc.. are kept in view. Thereafter the percentage 
of availability of fertiliser in the country from domestic and impofted 
sources to the total net approved requirements of all the States etc., is 
worked out. Keeping in view this level of availability, the overall share 
of each State (from the Central Fertiliser Pool and manufacturers). i s  
determined by and large proportionately. Thc deficit rcpistercd for sup- 
ply by Pool is determined by deducting from thc ovcrnll sharc of each 
State, the supplies to be made by the manufacturers in that Statc as de- 
cided in the Zonal Conference. After this the supplies of all non potassic 
imported fertilisers are made by FCT/CWC/SWC to the State Government 
agencies as per Despatch lnstructions received from them. Potassic Mi- 
Iiser .:s distributed by India Potash Ltd. in keeping with the quantities dc- 
cided in the Zanal Confemcxs. The State ~overnmen~s  havt the authority 



to legally enrorce the supplies by manufacturexs which are natised under 
the E.C.A. They have also the discretion under ari mangemtat with 
the industry to indicate to the manufacturers the districts/areas in which 
the supplies of different fertiliser may be made by the distributors of 
Werent manufacturers. 

3. In case t& actual itlrivals af impported b t i l h  from abroad ate 
less than the allotments from the Central FertilJser Pool, instructions to 
Fwd Corporation of India are to make supplies pportionately to diffe- 
rent States. The system of supplies being propdonate to residual auan- 
tities as mentioned above, implies a built in system for correction ot 
imbalances. The position is, however reviewed from time to time, at least 
monthly, and actcon taken to make specially enhanced supplies to the States 
concerned in order to quickly reduce any major imbalances. In doing so, 
the position is seen mainly in the context of Pool supplies but the overall 
relative position in different States of Pod and Non-Pool supplies is also 
kept in view. 

4. Internal arrangements for the distribution of Pool fertilisrs within 
a State is the concern of the State Governments. However, in view of the 
fact that fertiliser distribution through public instktbnalised agencies, 
particularly the cooperatives, which can render a package of fxilitis in- 
cluding credit, is expected to ensure better distribution of fcnilixrs within 
the States, one of the conditions of Pool supplies to the State Govern- 
ments (this does not apply to Commodity Boards) is that they can reallot 
Pool fertilisers only to public institutionalised channels except for (a) Pri- 
vate granulation units far mixing purposes; and (b) seeding programme 
material (which may be distributed by the manufacturers having the seed- ' 
ing programme, partly through public institutionalised channels and partly 
through private trade like their domestic production). It will thus be 
seen that virtually distribution of Pool fertilisers is only permitted through 
public institutionalised channels, like the Co-operatives etc. 

5. In the case of plantations controlled by Commodity Boards, allot- 
ment is made by the Ministry in favour of the GowmmnC Commodity 
Boards set up for Tea, Coffee, Cardamom and.Rubber. Thc Boards tbem- 
se4ves appoint distributors to the plantations subject to such policy direc- 
tiono as may be given to them bv Oovernment from time to time. 

6. So far as distribution of indigemusly produced fertilisers is con- 
cemsd, tbe Fcrtiliser Corporation of India has bten advised to distribute 
at lrraat 50 per cent of the fcnilisers through Public instWionalised chan- 
neb lib the COOpcratives ctc. Other cnanufacturels have also been ad- 
vM. to distribute the largest possible quantities of their products through 
coapemtive sociCties. It is estimated tHet m#dy 50-60 per cent of the 



.;ndigenous production is also distributed through public institutionaliscd 
channels like Cooperatives. 

7. It will thus be observed that the entire Pool fertiliser (which is 
roughly 50 per cent of the total availability) and about 60 per cent of the 
domestic production is distributed through public institutionalised channels 
(like the Cooperatives) over which thc State Governments have full con- 

trol. Even for the balance the distnctslareas where different fcrtiliser 
from the domestic manufacturers is to be supplied by the d:stributors of 
the manufacturers can be decided by the State Governments (as mentioned 
in para 2 above) although the actual marketing may be through private 
distributors of the manufacturers. The entire fertiliscr distribution within 
the State in the context of areas and priorities is thus under the control 
of the State Governments who have the responsibility for agriculture pro- 
duction in their State. 

8. The psition of icrtiliser supplies to cach Statc is watched regularly 
every month from the Ministry both in respect of Pool and domcstic ferti- 
I.;ser and corrective action taken. The offtake in cach State is also ivrrtchcd 
by the Ministry every nionrh and factors utkcting it  ndvcrscls arc talicn up 
for remedial action. 

9. Recently a numbcr of ~ncasurcs havc been taken to cnsurc avail- 
ability of fertiliser adequately and in tinw to the State Government agencies 
and cultivators: - 

(1)  Sizeable buffer stocks of Pool fcrtiliser hnvc bcen hu3t up in 
order to guard against shortages and also to bc able to nepo- 
tiate prices in world market from a position of strength. 

(2) Efforts havc been made to stcp up domestic production. 

(3)  The Pool buffer stocks have k e n  located near consumptinn 
centres (and not only near the ports) so that supply can be 
made to the cultivators quickly when required. 

(4) Prkcs of fertiliser have been reduced w.e.f. 18-7-75 to make 
it easier for the cultivator to purchase fcrtiliscr. 

(5) Movcmcnt of imported and domcstic fertiliscr has k e n  
ration& and is done on an "advancc programming" basis 
frcmn dme to time, which enables Railways to g:ve priority to  
mmemnt ul&mt affect in^ their operations or the mooemcnt 
of other escentiat m d t i m .  



APPENDIX xv 
(Vide Para 4-24 and4.28 o j t h r  -1)  

STATEME?;T SHOWXNC SAVINGS ACTUALLY .4CHIEVED AND I.1KEtY TO BE ACHIEVED AS A 
RESULT OF RE-NEC;OT1.4TIONS BY THE FERTlLlSER DELEGATION 

Marc rial 

Original quantity and Unrhipp- R e  Saviag 
price ed prlce (In 

quantity 
-- (In Ma) (In $) million 
Quantity Rice 
{In Ms.) (In 8) 

$1 

2 Gardinirr . . . . . . . , . . ANP 24:24 70,000 303.00 51,620 250.00 2.84 

3 Scahright, U.K. . . . . . . . .  . NPK 15-15-15 4n,mm 210.00 20,250 165.00 0.91 

5 Sirnuma . . . . . .  . . . . .4SP 20-20 15,000 245.00 3,398 220.00 0.08 
Alrrtrir 

f; Anic, Italy . . . . .  . . , . ( I )  I1rea 35,mo 338.00 8,540 265.00 0.62 

i (2) A/S 50,000 138.00 11,250 105,OO O.37 

7 W.R. Gram . . . . . . . . . . DAP 24,500 378.00 . ~ o , o o o  24.00 1.30 

.- - - -. . --- --- - - - - 
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APPENDIX Xvi 
(Vide para 4.30 of the Report) 

Note on the computation and the mechanics of projection of  the figures 
rekcted in the Budget Estimates reflecting to the Fertiliser subsidy. 

The financial position of the Central Fertiliser Poll is reviewed from time 
to time and the pool prices are regulated in order to ensure the running of 
the fertiliser pod on no loss no profit basis. As the C&F cost of the 
imported fertiliser and the ocean freight charges and other incidentals were 
found to be on the increase, it was observed during the periodical financial 
review in the beginning of 1974 that the pool was incurring a huge loss. 
This necessitiated an upward revision of the issue prices of the imported 
fertilisers w.e.f. 1-6-74. The prices of three main fertilisers Urea, Am- 
monium Sulphate and Calcium Ammonium Nitrate are statutorily controlled 
under the fertiliser control order 1957 which is applicable to the indi- 
genously manufactured fertilisers as well. It was noticed that the fair 
delivery prices of the indigenously manufactured Urca, Ammonium Sul- 
phate and Calcium Ammonium Nitrate (including distribution margin) as 
worked out by the Ministry of Petroleum & Chemicals were lower than 
the controlled prices of imported Urea, Ammonium Sulphate and Calcium 
Ammonium Nitrate, thus giving an unintended profit to the domestic 
manufacturer of these fertilisers. On the other hand, even with the increase 
in the control prices of imported fertilisers, the Central Fortiliser Pool 
was expected to incur a deficit of approximately Rs. 164.54 crorcs. I t  
was, therefore, decided that the unintended profit, accruing to the domestic 
manufacturers of the three statutorily controlled fertilisers should be mopped 
up and the manufacturers asked to deposit the difference between the 
controlled prices and the fair delivery prices of these thrcc fertilisers in 
favour of the Government. This is being done through the voluntnry 
agreement of the domestic manufacturers. This differential amount was 
termed as "Fertiliser Poll Equalisation Charge" and the quantum of this 
charge was fixed w.e.f. 1-6-74:- 

- - -- -- -- - 
Name of Fertiliser Statutory Fair Ddivery prices Frrtiliser Pool Equli- 

retail price for indigenous manu- sation chargr in Rs 
Ra. Per MT. facturers indicating per M.T. 

margin in Rq. per 
M.T. 



2. The detailed instructions for . remittagce of the Fertiliser Pool 
kqualisation Charge to the Government of India are indicated in this 
Ministry's Circular letter No. 1-15/74-FA.(G) dated the 3rd August, 
1974 issued in consultation with the Ministry of Petroleum & Chemicals 
(Copy annexed). 

3. As regards the mechanics of projection of the flgures reflected in 
the Budget Estimates, it may be mentioned that after assessing the total 
requircments of the fertilisers of the country and taking into account indi- 
genous production, the import plan for the year is drawn up for the import 
of fertilisers. Accordingly Ministry of Finance allocates the foreign 
Exchange for this purpose for making payment of C&F Value to 
Foreign suppliers for the quantitics to be imported. 

4. On this C&F value, other incidentals such as Departmental charges 
to the agencies who arrange the imports, Customs duty, which includes 
basic duty Auxiliary duty and Countervailing duty etc. and other incidental 
expenditure on handling charges to be incurred in India are added. The 
other incidental handling charges include payments of remuneration to 
I.P.L. for handling Potassic consignments, payments to the Food Corpora- 
tion of India for handling non-potassic fertilisers, inland railway freight. 
cost of gunnies, Road-movement charges, charges on account of godowns 
and compensation as a reduction in pool Prices to State Governments and 
Cooperatives etc. In this way the total cxpenditure on imports during 
a particular year is arrived at. Similarly thc recoveries which are likely to 
be effected from these imports are worked out. A credit facilities of 60 
days is allowed to the consignees. Thus the issues which are likely to 
be mads during the months of February and March are excluded for the 
purpose of computing the recoveries would be effected during that parti- 
cular year as the actual recoveries for these quantities would be effected 
during the ncxt financial year. Similarly there are imports for which C&F 
value is paid at timc of shipment for they arc still on the high seas by the 
close of the financial year. Thus the recoveries of these quantities are also 
excluded for the purpose of recoveries during the year. Thus for arriving at 
the recoveries during a particular year, the value for the quantities that are 
likely to be shipped by 3 1 st January are taken into account. The difference 
between the expenditurc and the recoveries is the net cxpenditure for the 
year i.e. the deficit in cash balance of the Central Budget. 

5. The figure of Rs. 170 crores mentioned in this item is not appearing 
in any Budget Estimates either for the year 1975-76 or 1976-77. This 
figure of Rs. 170 crores was assessed as a result of review of the financial 



podion d Ih IFool in J*, 197.5, in the amtext of the bllowhrg ded; 
&mi tpkm with e k t  from the I%th Jdy, 1975:- 

(a) That the pool issue prices of the fertilisers, should be reduced; 
(b) That the distribution margin to the distributing agencies &odd 

be increased; 

(c) That the fair Delivery price for indigenous manufacbvrern of 
urea, Ammonium Sulphate and C.A.N. should be increased. 



ANNEXURE 

Copy of  the letter of the Department of  Agriculture dated 3 August, 1974 
issued to all fsrtiliser  manufacturer^ am1 State Government regording 
coUectiou and remitrance o f  'Fertiiixr Pool Equalisation Charge' on 
Urea, Ammonium Sulphate and Calcium Ammonium Nitrate. 

I am directed to say that in response to letter No. 3 (3) 74Fert. IV 
dated 31-5-74 from Secretary to the Government of India, Ministry of 
Petroleum and Chemicals, yaa have undertaken to collect and credit to the 
Government of India, a Fertiliser Pool Equalisation Charge equal to the 
price differential between the statutorily fixed maximum retail prices and 
the delivery prices of Urea. Ammonium Sulphate and Calcium Ammonium 
Nit~ate. The Fertiliser Pod Equalisation Charge for these three fertilisers 
are with effect from 1-6-1974, as under: 

Rrtail pricr per Drlivery pricr of Prrtiliset Pool equali- 
M.T. (Rs.) indigenous manufac- sation ckarer per M.T 

turcrs pcr hfT (Rs.) .!Rs.) 

Sulphate Calcium . . 995 740 I95 

Ammonium Nitrate . . '095 800 295 

2. Detailed instructions for remittance of the 'Fertiliser Pool Equalis- 
ation Charge' to the Government of India are indicated below in consul- 
tation with the Ministry of Petroleum & Chemicals and Minitry of Finance. 

(i) The Fertiliser Pool Equalisation Charge should be credited to 
the Govt. of India once in a montb on or be fm the last working 
day of the month. 

Notc-In respect of the quantity cleared from the factory in June, 
1974 as also the quantities removed to your godown/depots outside the 
factory before 1-6-74 but sold on or after 1-6-74 the remittance may. how- 
ever, be made not later than 9-3-74. 

(ii) The amount of Fcrtiliser Pool Equalisation Charge to be 
credited to the Govt. of India in any month shall he thc chargs 
calculated on the quantities of fertilisers of the three varieties 
referred to in para 1 above at the rates indicated in para 1 



above, cleared from the factory during the next preceding 
month.. The quantity cleared in any month shall be the: 
quantity shown in the Form RT-12 prescribed in Centrd. 
Excise Rules and accepted' as correct by the Excise, 
Authorities. 

(iii) The manufacturers will be liable tb pcnaI interest at thc rate, 
fixed by the Govt. of India on defayed remittances, if any. 

(iv) The Fertiliser Pool Equalisation Charge cnlculatcd in the manner 
indicated above shall be deposited in the nearest Government 
Treasury by means of Treasury Challan. The name of the 
Accounts Officer by whom the credits are to be adjusted shall 
be indicated as "The Deputy Chief Pay and Accounts Officer, 
Ministry of Agriculture. New Delhi." The full particulars of 
remittance shall be indicated as Fertiliser Pool Equalisstion 
Charge on Urea. Ammonium Sulphate or Calcium Am- 
monium Nitrate as the case may be. The head of Account 
should be indicated as "505--Capital Outlay on Agriculture- 
Manure and Fertilisers--Deduct Receipta and Recoveries on 
Capital Account--other Receipts." 

( v )  The Central Excise Officer incharge, competent to assess 
the Excise Duty leviable on the fertilisers clcarcd irc.m th: 
factory will send to the Deputy Chief Pay & Accounts Officer, 
Food and Agriculture. Akbar Road. New Dclhi imd to the 
Director (Accounts) Fertiliscr Divixion, Ministry of Agriculture 
N t h  Floor. Super Baznr Buildinc. Connaught Circus. New 
Delhi, a copy each of Form RT-12 immediately after signing 
the assessmcnt memorandum thxcto. in respect of fertilisers 
cleared upto the last day of the previouc month. The manu- 
facturer may for this p u q w e  ensure tha! addihnnl  conic* 
of Forms RT-12 duly filled in are sgbmitted to the exckr 
authorities. 

(vi) Immediately after depositing the amount in the Treasury, the 
manufacturers will forward under Registered Posts AD to 
the Deputy Ch id  Pay and Accounts Officer (F&A), Akbar 
Road, New Dclhi, the following documcn!~ under a covering 
letter: - 

(a) A copy of FORM RT-12 showing the quanlitics of fcrtiliv:~ 
cleared. 

(b) The original copy of the Treasury Challan. 
(vii) A copy of the letter ad(lrcssecl tn the Deputy Chief h v  ;HI(! 

Accounts Officer (FAD). Dclhi will also scnt under Regis- 
tered Post to thc Director fAc,:ounts) Fcrtiliser Division, 



Ministry of Agriculture, IV-th Floor, Super Bazar, Connaught 
Circus, New Delhi, enclosing a copy of the form RT-12 and 
a copy of Treasury Challan. 

3. The above procedure is subject to a review by the end of February, 
4975.  

4. This issues with the approval of Ministry of Finance vide their U.O. 
No. 4293/AF.11/ dated 3 1-7-74. 

Yours faithfully, 

Sd/- T. BALARAMAN, 
Deputy Secretary ( fert. ) , 



APPENDIX XVII 

(Vide para 4.31 of the Report) 

Note on the measures taken by Goveritn~cnt to bring down the prices of 
fertilisers and to prevent hourding and hlackmarketing. 

The cultivator's prices of fertilisers had to hc revised upwards rather 
steeply with effect from 1st June, 1974 as a result of abnormally high 
ptices in the international market, increased Ocean freight and increased 
cost of production of the indigenously produced fcrtilisers, which again was 
due to overall increase in prices of raw materials. operating cost, etc. As 
a result of the unusual situation prc-xiliny in thc World market and 
because of hike in priccs. the Centnt! Fertilizcr Pool, which dislributcs all 
the imported fertilisers, was incurrinc v q  hew!) losses. Though the Pool 
is supposed to be run on 'No-profit-n~loss' basis. Government had been 
resisting all attempts to increase the farn-gate prices and was thus indirectly 
subsidising the sale of imported fertilism. However. with the import bill 
mounting very high, had the prices not been increased with effect from 
1st June, 1974 the Pool would have incurred a loss to the extent of over 
Rs. 400 mores. an eventuality which would have been serioustv detrimental 
to the notional economy at that s t ap .  At that verv time. the fertiliser 
industry had been vociferously demanding that prices of controlled varieties 
fertilizers be increased as they were ilncurrine verv heavy loss because of 
mounting operational and other coats The hike in the priccs of Nephtha 
and petroleum products as a result of Oil cricis hnd alrcadv worsened the 
situation. There was. therefore, no other alternative left for the Govern- 
ment but to increase the prices. However. i! mav he pointed out that even 
with the price increases effected. the Pool continued to incur loss although 
it was less than what it would otherwise have been. 

Some time after the increase in fertilker priccs referred tn in thr 
preceding para~raph. when the availabilitv of fcrtili7crs in thr countrv 
became easier. it was noticed that the nfl-t:~kr of fcrtilisers was mine down 
and that there was a mssihilitv nf thiq nffectinc thc nvriculturnl nroduction 
efforts. Thereupon. thp Government of India rrtluced thr nr ice~  in Jnlv, 
1975. which waq :11w found more rasilv nmsihlc heci~uw of a11 in intern+ 
tional prices. Simultaneou~lv. the distrihatinn m-~rginc, for the distrihutinp: 
agencies were increarcd withnut cnrrcsmclinr, incrmsr in the nrirrs nf 
fertilisers so thnt the dificulties k i n e  experienced frv the dictrihutim 



channels iuchkg  Cooperative could be ameliorated without aflecting the 
dtivatm' prices. Though the reduction in prices improved the consump 
tiw of nitrogen nutrients, it did not have the desired impact on the con- 
sumption of phosphatic and potassic fertilisers. The Government had 
again reduced the prices of phosphatic, potassic and complex fcrtilisers 
with effect from 1st December, 1975. With effcct from 16th March, 1976, 
Government introduced a scheme of subsidy at the rate of Rs. 1250 per 
tonne of pg oh , on phoqphatic fertilisers, which was meant to be 
passed on by the domestic manufacturers concerned to the farmers by way 
of reduction in prices. The prices of fertilisers were also reduced again 
with effect from 20th April, 1976 and again on 8th February, 1977. 

Besides reducing the prices of fertilisers, Government extended a 
number of fiscal concessions and effected reduction in the cost of raw 
materials used by the domestic industry, in order to bring down the cost'of 
production of indigenous fertilisers. These measures included reduction 
in the import duty on phosphoric acid from 45 per cent to 15 per cent, 
abolition of countervailing dutv on Murinte of Potash, reduction in excise 
duty on single superphosphate from 15 per cent to 7t. per cent, subsidv 
on phosphatic fertilisers mentioned above. announcement of additional 
reduction of 25 per cent in excise duty on fertilisers for production over 
and above the base production and reduction in the prices of indigmots 
and imparted rock-phosphate and imported sulphur. 

A statement indicating retail prices of some of the maior imported 
fertilisers as thev existed on 1st June, 1974 and the reductions effected 
thereafter, is enclosed. 

As it was felt that inadequacv of credit was a maior factor affectine 
the off-take of fertiliser. everv endeavour was made to remove this bottle- 
neck, in all the three fields of manufacturers credit. distribution credit and 
production credit. 

Tn the Rudeet for the \:car 1975-76 orieinnllv an allocation of Rs. 68 
crores had h e n  madc for the crmt nf short-twrn loans to the State Gnvern- 
ments for the mrpnse of gtockinc! weds. fertiliwrs and inwcticides and 
for the riurtrocc of wintine lwns tn thC f:~rmcrs for the purchaw of these 
innuts over 2nd nbovr the normal provision fnr erant of such loans in 
the State nudoets. This nrovision was increased to Rs. 95 crorec. 
During 1967-77 thr ~ r w i q i o n  mndc for short-tern loans was Rs. 110 
crorcs. The Reservc R m k  of Tndin nlsn rrlnxerl ccrtnin conditions for 
:~dvancemcnt of cooncrativ: loans like relnxinc the ccnditiim for limns 
to non-wilful defnulters etc. 

The crcdit limits wcrc raiscd taking into :~ccrrunt the increase in 
fertiliser prices. 



Simultaneously, the prices of the domestically produced urea, ammo- 
nium sulphate and calcium ammonium nitrate which are s t a t u t d y  con- 
trolled, were reduced to the same level as thc retail prices of these f e d -  
lisers 'sold from the Central Fertilier Pool, the loss being made good 
through a corresponding reduction in the contribution which the manu- 
facturers were to make in the form of Fertiliser Pool Equalisation Charge 
to the Central Fertiliser Pool. The domcstic manufacturers were per- 
suaded successf~rlly to reduce the prices of other fcrtilisers which are not 
statutorily controlled. 

As stated earlier in this Note, the incrcasc in thc domestic prices of 
fertilisers in India was mainly due to incrcasc in lnternational prices. For 
instance, the f.0.b. price of one tonne of urea which was around $ 62 in 
1972 rose to about $ 370 in 1974 and of D.A.P. increased from $ 98 in 
1972 to $ 380 in 1974. Efforts were therefore made to seck the assistance 
of world Bodies connected with fertiliser and agricultural production efforts 
as well as through bi-lateral negotiations to bring down the priccs. Even 
for those quantities for which firm contracts had already been entered into 
at higher prices, re-negotiations were conductcd with the concerned Gov- 
ernments/authorities and these effort were quite successful. A5 a result 
of such renegotiations. we werc able to get a benefit of Rs. 105.53 crores. 
With the assistance of some of the developing importing countries. India, 
time and again, raised the question of nced for both emergent and long- 
term steps being taken at the lnternational level to chcck the violent fluc- 
tuations in the prices of fertiliwrs in thc in~crnntional market. Thc F.A.O. 
has set up a special Commission called the Intcrnational Fertiliser Com- 
mission which is at present considering all the aqpects of fcrtiliser avail- 
ability, supply and prices etc., in the World Market. These cfforts werc 
made by India with a view to achieving some sort of stability in the World 
market which in turn would help India to stahilisc the priccs at a reason- 
ably low level in the country. 

Jlowever. mere reduction of prices is not :in cnd in itsc!f. What is 
required and what is being attempted through Govcrnmcnt fertiliser policy 
is to cnsure sufficient and regular awilability of fcrtiliscrs and t o  avoid the 
situation of scrious shortages vlrhich developed in 1973- 7.1. 1-ong-term 
contracts have bcen/are bcing entered into with the Suppliers, Pool ferti- 
lisers are being taken its near to the likely consumption ccntres as the 
logistics permit and a huffcr stock is bcing maintained. In respcct of 
domestic feniliscrs, thcy have also k e n  rcqucstcd to take the fertilisers to 
thc likely consumption ccntrcs wherc the fcrtiliscrs can be storcd in the 
godowns. With a view to popularking the use of fcrtiliscrs more and more 
as well as in a balanced manner. cHorts initiated in the Fourth Plan an: 
continuing. At prcscnt tvcry cntie:~vour i~ k i n g  made to reach the fer- 
tilisers to every nook and corner of the country. At prcscnt thcre are over 
lakh retail points in the country. 



It  will thus be seen that the Government policies are directed towards 
making fertiliser available to the farmers in adequate quantities and at 
reasonable prices. In fact the situation created by the shortages and 
extraordinarily high prices in 1973-74 was tackled in an integrated manner. 

As regards the steps taken to prevent hoardins of fertilisers by biack- 
marketeers and profiteers, sufficient powers have already been delegated 
to the State Governments under the Essential Commodities Act and the 
Fertiliscr Control Order. Jt is being impressed upon the State Governments 
from time to time that States should exercise these powers effectively so 
as to prevent the prevalent mal-practices in the distribution of fertilisers. 
The Fertiliser Control Order has been declared as a Special Order finder 
the Essential Commodities Act enabling the State Governments to try the 
offenders under the Fertiliser Control Order in a Summary wa-4 thereby 
making their prosecution and conviction quicker and easier. The State 
Governments are already vigilant about the malpracticcs and those indul- 
ging in these malpractices. A month to month monitoring of the perfor- 
mance of the fertiliser quality control laboratories in analysing fertiliscr 
samples for detecting substandard material is made and the State and Union 
Territories which do not have these facilities are being asked periodically to 
send samples to the Central Fertiliser Control Laboratory. L!ndcr the Ferti- 
liser Movement Control Order. unauthorised infer-State movement of 
fertilisers is prohibited. The Central Government is also keepins a vigil 
over the possibility unscrupulous persons indulging in malpractices through 
periodical reports from the State Governments. Moreover the question of 
hoarding and black-marketing in fertiliser arises only in n sitmtion of 
shortage and efforts being made to keep a buffer stozk and oreven! shortares 
arc likely to go a long way in preventing these malpractices. 

The following Table indicates the retail prices of some of the major im- 
por4ed fertilisers as they existed on 1-6-74 and thp redrrctirm effected on 
13-7-75, 1-1 2-75, 16-3-1 976, 20-4- 1976 and 8-2- 1977. 

- . . . . . - -. - _ . _ ._ --..__-__I_..--__ . - -  
4 5 6 7 8 I -... ?. ,, . 

Urra . . . . '~(WXI 150 . . 100 . . 1 0 0  350 
M~triatr of Potad1 . , 1220 :I(' n5 185 . . lcrS 425 
Di-Ammonitrn~ Phtmphatc . . . . 7'35 

N.P.K. (IJ-15-15) . . 1 7 ~ 1  .. 5 'r . . 79 
N.P.K. (17-17-17) . . 2590 . . 1(;5 I J ~ W  ' 55  I 780  _ . _  _ _  _ _ _ -.I.- .. . . - - . - . - - . - -  -- 



APPENDIX xvm 
(fV* paha 5.3 d ,the Repart) 

DtfuitS of the Pkaas in.Operation and their installed capacity 
PLANTS IN OPERATION 

A-NITROGENOUS FERTILISERS 

Name d the factory 'tnstancd capscity 
in terms of I& 
trogcn (tonnes) 

---- ---- ........ - ........ -- . - . .-- 
PUBLIC SECTOR: 

. . . . . . . . . . .  I. Sindri WS- 

3. Rourkrla . . . . . . . . . .  1,20,000 

4. FACT (Altvayr) . . . . . . . .  8 s , m  

6. Nrweli . . .  . . . . . .  70,000 
. . . . . . . . . . .  7 .  Corakhpur &OO0 

10. Durgapur . . . . . .  . . . .  1~52,000 

19. llv-pmhrct from public sector cokfcolrt oven plantr . , . t 2,000 

19. Kanpur . a.00.0 

I I .  nv-product frnm privatr sector cokr/cokr own pla*lts 

. . . .  Total irutallCd capacitv - .. .  ----- 



---- - --.-. --- 
Name of the factory lnrtalled capa- 

city in terms of 
P205 (romra) 

Public .%lor : 

. . . . .  1. Single Superphosphate . . 
2. F.A.C.T. (Alwaye) . . . . . . .  
3. F.C.I. (Trombay) . . . .  . . . . .  
4. Madrm . . . . . . . . .  

Co-opaalipe Sntu: 

5. IFFCO (Kalol/Kan.lla) . . . . . . . .  
Prioo* Srctw : 

6. Single Superphosphate . . . . . . . .  
7. Ennore . . . . . . .  . . . .  
8. GSFC (Daroda) . . . . . . . . . .  
g. Vizag . . . . . . . . .  . . 

ro. Goa . . . . . . . . . . . .  
I I .  DMCC (Triple Super-phosphate) Amkrnath . . . . .  



PROJECTS UNDER IMPLEMENTATION 
-- - 7 

Public Sector Capacity in 'ooo of 
tonnes of nutrient - - - - -- .-.- 

I .  Prqeckt in d a n c e d  stages o f  compktioh. 
N P205 

I. Barauni . . . . . .  152 - 

3. Khctri . . . . . .  . . 96 

Privak Sector : 

q. Viza . . . . . .  3 3 1 

5. Tuticorin . . . . .  258 5 I (Commissioned in,  June 
and presently under 
trial production) - - 

5% '72 - - 
11. Other projects under implm.mtn!ion 

Publi: Sector : 

I .  Trombay (drbottlr-nrcking) . . 18 18 

2. Talcher . . . . 228 . . 
3. Ramagundam . . . . .  228 . . 
4. Haldia . . . .  152 75 

5. Gorakhpur (Expansion) . . 51 . . 
6. Cochin I1 . . . .  40 1 14 

7. Korba . . . . .  228 

8. Sindri Rationalisation . . .  . . 156 

. . . .  g. Nangal Expansion 152 . . 
10. Sindri Mudernidation . . . 129 . . 
11 .  M.F.L. . . . . . .  . . PO 

. .  12 Bhatinda. . . 235 . . 

14. Panipat . . . .  235 

Coplolitr Sector : 

15. Phulpur . . . . . .  ZZU . . 



hblic Sector Capacity in ' boo of 
tomes of nutrient 

.---..-- - ......... 

I .  Mathura . . . . . . .  235 . . 
2. Paradeep . . . . . .  345 300 . 
3. Trombay V . . . . .  130 . . 
Priuab Sector : 

4. Kota (Expansion) . . . 345 . . 

6. Maharashtra Co-operative Fertilizers 
& Chemicals Ltd. . . . .  51 . . 

7. GSFC (Expansion) . . . 243 . . 
8. Karnataka Statr Inductrial & Invect- 

merit Corporation . . . .  

Total capacity of plants in operation 
and projects under implcrnentation/ 
approved/approved in principlr fbr 
implementation . . . .  6497 1782 -- 



APPENDIX XIX 
(Vide para 5.10 of the Report) 

STATEMENT REGARDING UTlLIZATlON OF CAPACITY DURING, THE PERIOD 1970-71 to 1974-75 OF INDIVIDUAL 
FERTILIZER PLANTS IN THE COUNI'RY 

The requisite information ir furnished in the st atemmt below :- 

Production 
('m tonnes of nitrogen) 

Pr'amr of the unit 
Production (capacity utilization) during 

Present 
installed 1970-71 1971-72 1972-73 1973-74 3974-75 
capacity 



Nangal . . 
Trombay 
Gorakhpur , 
Namrup . . 
hladras . . 
Baroda CGSFC) 

15. Kanpur . 
rtj.Goa . 

.hftu! Pianls 
Madraa 
( h a  . . 
fhrrgapur . 
Ckchin . 

Madraa unit wcntinto production only in the later halfof 197 1-72, and the unit a t  Goa in the later half of 73-74. 
Installed capacity at  Kota during 1970-71 to '973-74 war I 10,ooo tonncs ; 42,00 tonnes was added in 1974-75 raising the total capacity to qn,ooo 
tonna. 

( z )  aprcity of Madror and Goa uniu not included they figure in  Category I1 during the year 1972-73 onwards and in 1974-75 rcapectively. Madra 
unit went into productron?n 197 1-72 and for that year it h u  been treated as a new unit (in Category III); similarly Goa has been shown aa a new unit 
in 8973-74 W~LCII it wmt ~ n t o  productlun. 



It would be seen rrom the above statement that the aggregate utilisalion 
of capacity as between the three broad categories of plants is as follows: 

Calqory i : Old plants ond those witb built in constraints 45 to 48% 
Category li : Stablished 'plants 71 to 82% 
Category 111 : New plants 17 to 86% 

The constraints limiting production in category 1 plants are briefly 
given below:- I 

Siadri: This is one of the oldest units with certain sectio~is operating 
for nearly 20 years and the eyuipments are worn out and have already out- 
lived their normal life. 

' I ,  

F-ACT. Udyognmandal: Certain sections of the plants have been ope- 
rating over a long period of time with equipments which have outlived their 
normal lives. Besides, the unit is also faced with limitations ar'sing out of 
maintenance of multiple units and equipment, and limitation in the produc- 
tion facilities arising out of inter-dependence of a larjie number of units. 

Ronrkela : The basic problem faced by thc unit is inadequate availability 
of coke oven gas which is one of its feedstocks. Even after commissioning 
fhe naphtha gasification unit, the supply of coke oven gas to cover the 
balance requirement has been much below the anticipated level. 

. . 

(i) Defective design and equipment, mul:iplicity or streams and 
obsolescence of technology in certain scctions of tllr plant. 

(ii) Quality of lignite is poor and differ from the original design 
specifications. 

(jii) Problems in the sulphur removal and carbondioxide recovery 
sections. 

(iv) Dust in the raw gas entering the compressors. 

Figures of unitwise production in Category I1 would show thi~t utilisation 
of capacity in some of the stabilised plants also has hcen bel~~w 70 per cent 
in some years. Reasons therefor are given below unitwise:- 

Nangni: The unit operated at less than 70 per cent of its riitcd capacity 
during the years 1970-71, 1972-73 and 1974-75 solely hccausc of power 
cuts. Production loss on this account during these three years wds 26,000 
tonnes, 26018 tonnes and 39800 tonncs of nitrogen respectively. Even 
during the years 1971-72 and 1973-74, the unit lost 23,200 and 21000 ton- 
nes of nitrogen respe~tivcly on account of power out. This unit is capable 
of operating near its rated capacity, given its full quota of power bhich is 
its feedstock; this is very well demonstrated by the fact that during the fitst 



six-months viz., April-September of the year 1975'76, the unit has produced 
34,400 tonnes of Nitrogen which represents a capacity utilisation of 87.3 per 
cent. 

Trombay : Frequent mechanical breakdowns have been largely respon- 
sible for low capacity utilisation. 

Namnip: The unit went into commercial producti6n in 1968-69. Pro- 
duction during the earlier years of its operation was low due to problems 
on catalyst. limitations of ammonia feedpump and ammonia refrigeration 
condensors, process problems. Since 1972-73, however, the unit is opmting 
well as will be seen from statement. 

Madras: The unit went into production in October, 1971 and was in 
the process of stabilisation during 72-73. During the year 1974-75, the 
unit operated only at 50.6 per cent capacity because the plant had a serious 
uccident in June, 1974 when it had to remain shut down for ahout three 
weeks. The plant was again shutdown due to leaks in the reformer tubes 

*as cc..imissioned only by thc middle ol' November, 1974. 

Raroda: The unit operated at 69 per cent of its rated c:~pncity during 
1970-71 duc to power and mechanical problems; the loss duc to powcr 
cu~~, ' rnterr  uptions was 7000 tonnes of n:trcyn d u r h e  that year. 

Vizag : Production was comparatively low duriny 1973-74 and 1974-75 
due :o factors like equipment failures bnd p w c r  cuts. 

Kanpur : Capacity utilisation during the y c m  1970-7 1, 197 1-72 and 
1973-74 has been low becnusc of various reason\. Th: unit commenced 
commercial production in 1969-70 and wa\ in the p-nccss of stabilisation 
in 1970-71 ; durinp 1970-71, some production was lost also on account of 
power cuts (2200 tonnes of iiitri~!cn) 

During the year 1971-72, the unit incurred productinn 105s ti? !he extent 
of 24.499 tonnes of nitrogen due to labour trnuble. 

.Again in 1973-71, the unit incurred lienvy production losses on two 
accounts-labour trouble: 22.800 tonnes of nitrogen and powcr cut: 5l.m 
tonne? of nitrogen. 



Alm3NDm xa 
(vide para 5.10 of the Report) 

Shbmrnr repding urilisocior! qfscrpocity of intfinidual frrliliwsphntr during 1975-76 and x 976-77. 

Production and capacity in 
('000 t o m a  of Nlhogen) 

.- 
Plants Annual installed Production O:, Capadty 

capacity utilis%tion 
-- - 

1975-76 1976-77 '975-76 '976-77 '975-76 1976-77 
--- -- ---.- 

1 s 3 4 5 6 
- 

r. Sindri . . go (75) 

2 Udvoganandrl . 82 

g. Rourkdm . . 120 

4. Neyveli . 70 

5. Varanasi . . 10 

6.Ennorc . . 16 

7. Durgapur; . . 152 

8. C ! h h  I . . 152 

Total (I) . . 692 

r&gq II (Stabilirad P W )  

I .  Nanqal . . 80 

2. Trombay . . 81(1) 

3 .  Makhpur-. . 131 (93): 

4. Nammv . . 45 

5.mdtnr . . 1% 

6 . M .  . . 216 

7 . V i ~ a g  . . 80 



Total '559 .  I574 1145 1206 

Category III (Nm piants in the pr0r.s~ of stahilisotian). 

I.  Turicorin (3) Julv 
(75) . 158 (172) 258 75 149 43-6 57.8 

2. Maqalor, (April 
76)' . - . .-. 160((160)) . . 51 . . 31'9 

3. Namrup EY. (May 
76) . . . .. I ~ ~ ( I + o ) )  * 49 . . 35"' 

4. Barauni (Oct. 76) . . . 152((76)) .. 25 . . 32'9 

Total ( J  '1) . . 258(j r j . ! )  722((634)) 75 274 43'6 43'2 

G-and Total . 2509 2988 
((2370)) ((2889) 

.Attai~mble (4) tot? . 2239 2tigy 1535 ( 1 1 )  ICJtw (25) ;o. o 72'5 

f ) Indusuid Nitrogen 
(i )) .bailable capacity during t1.c year. 

---- - -- - - 
Note: 

(1) Expansion scheme of Gorakhpur unit for additional 51,000 tonnes 
of nitrogen per annum was implemented w.e.f. January, 76 bringing the 
installed capacity of the plant to 131000 tonnes from 80000 tonnes. The 
total available capacity during the year was jliL- ,3; ,,,. i 5  say 93,000. 

I :' 

(2) Expansion scheme of MF'L for additional 12000 tonnes of nitrogen 
was implemented w.e.f. February 77 and was available for two months. 
This increased the installed capacity of the plant to 176000 tonnes and 
available capacity for 76-77 to 166000 tonnes. 

(3) SPIC plant, thoueh it-commenced production from July. 76, rcmain- 
ed rompletely shut down during December 76 for major nmodillcatinns. 
Thus, the available capacity during - the year was only >SR\!I ---, , ,? thousand 
tonnes. 12 



(4) Total attainable capacity of the industry has been worked out on 
the following basis. 

(a) The capacity of new plants and expansion schernes are taken 
for the available pcricxl only on thc proportionate basis. 

(b) In case of Sindri unit the capacity has becn takcn as 75,000 
tonnes w.e.f. April 76 as FCI have made a proposal to seek 
Government approval to  derating of capacity to that level. 

(c) The available capacity of new plants is takcn at the rate of 
50 per rent during the 1st year of operation as the installed 
c i i p ~ i t y  of the plant i s  included in the total c:lpacity from the 
date of start up of the plant. and not from the date of cam- 
mencement of commercial production which is generally six 
months from thc date of start up  of the plant. 

On the ahove hasis, the attainable capacity of the Industry as a whole 
i s  worked for each year. 



APPENDIX XXI 

(Vide para 5.19 of the Report) 
NOTE INDICATlNG THE EXTENT TO WHICH INDIGENISATION 
HAS BEEN ACHIEVED IN RESPECT OF EQUIPMENT REQUIRED 

FOR FERTILISER PLANTS 
The extent of indigenisation ;n equipments depends on various factors 

such as type of plants, mode of financing and procurement procedure, 
selection of process licensors amd extent of orders in hand of the equipment 
manufacturing firm, delivery schedule etc., I t  has been seen that some of the 
equipments, though within the capability of indigenous manufacturers, have 
to be imponed due to stipulations made by process licensors or design 
enginecring firm in respect of _ruaranteesltime schedule etc. Similarly many 
equipments which can be indignously manufactured, have to be imported 
due 'to long delivery schedule and high price because of over-booking the 
capacity of limited indigenous manufacturcrs. If the above constraints do  
not limit the extent of indigenisation. it is within the capability of 
indigenous mnnufacturcrq to supply most of the equipments needed for 
fertilizer projects with the hclp of indipnous design and engineering except 
a few proprietary items. Even in World Bank financed projects where 
G.C.B. procedure has bee? adopted for equipment procurement. some of 
the major items which were hitherto imported such as compressors, tan 
towers etc. have been supplied by indigenous firms. If the equipments 
available indigenously were to he purchased in lndia irrespective of their 
cost and delivery schedules. the extent of indigenisation in respect of 
equipment for main plants which can be achieved is dven in Table 1 
below : 

T.4RI.E- I 

(3) Ammonia plant ( I  .S.EI.S. t ~ d )  . 3!1°:' 



- .- -- -- ---. - --- 
I 2 - ....... -- - - -- -- . 3 

(4) Ammonia plant (Coal bawd): . . goo T/D. 29% 

(5)UreaPlant . . . . .  ~ o o o  T/D. 40% 
(Two streams) 

(6) Urea Plant . . . . .  rgoo T/D. 42 '76 

I (Two streams) 
(7) Sulphuric Acid Plant (Sulptmv I- med) . 210 T/D. 34.% 

(8) Do. . . . . . . .  600 T/D. 34% 
(9) Do.. . . . . . .  880 T/U. 22% 

(Two stredma) 
(10) Phorpboric Acid (Niasan ~ r o c c s ~ )  . roo T/D. 25% 

(12) Do.. . . . . . .  $0 T/D. 30% 

. . . . .  (16) T A P .  Plart 1200 T/D. I O ~ "  

(Three st-eam*) 

. . . . .  (IS) N.P.K. Plat t 1600 TIC. 32 0/d 
(Sinple stream) 

. . .  (16) Ammonium sulphate plant 600 TIP. 27% 
- - -- 

N.B.: The extent of foreign component for &G and naphtha bawd ammonia plan*~ will d e  
crease further due to inrligelo~.? a: ailabilitv or rcformer~ which have come t ~ 7  market 
rccentl-:. 

2. The deta;ls of the equipmcnts hcing imported and which were till 
recently imported but are now manufactured indigenously are given below: 

A. Item still to be impormi 
1. Wuste heat boilers.-Except the wastc heat boiler for small nitric 

acid plant, sulphuric acid and Methenol plants which have been designed 
by FCI and manufactured by BHPV, bulk of waste heat boilers have to 
be imported. 
2. Coolers, Condensers and Evaporators 

F4uipment.s Reasonr for imports 
-- ---- - - 

(a) Wound type heat exchanger . .  No knowhow and manufacturing facilidw 
available, 

(b) Plate type heat exchanger . , . Dr, 
(c) 1st  stage partial condenser and total con- Proprietary itrms 

denser atri r or Falling film evaporatnn 
for urea R n g  (Tmnirnnnt prnrent) 

(d) Karhate heat exchanqe; and Sulphuric No knowhow and manufacturing facilities, 
acid dilutions mixing and coaling unit. snecialised items. 

re) Cold exchanger and h i ~ h  pressure rr- No kmwhow and manufacturing hrilitier 
former gas cooler Cost of raw materials and romponrr~t 

would hr li. arlp 60°/n. 



3. Reirctor and High Presssure Vessels 

Eq uipments Reasons for import5 
. ...,-. - -- .- ..- -- 

(a) Converter internal~ and waste heat boiler Proprietary itemr. 

( b) Ammonia separators with tangential nozx- Design facilities are availal~lr but no manu- 
la .  facturing facilities. 

(c) Shell gasifier with gun? Proprietarv itcms. 

(d) LP & HP Rectification column in Rcctisol No design know-how availablt. 
Srctior~ (Refrigeration) 

4. Centrifugal compressors and drive Turbincs 
These are available from BHEL indigenously. 

5 .  Rec,!procating Compressors 

M~inly candsts of oxygen compressor which is of specialised design 
and is not covered under BPCL's scope. 
6. Pumps 

A substantial percentage of pumps for fertilizer plant in Vth five year 
plan pmiod are still to be imported. The major category of the pumps 
that wnuld continue to be imported arc: 

(a) BFW pumps for High pressure service. 

(b) Glandless BFW Circulation pumps. 

(c) HP Naphtha feed pumps 

(d) Vetrocoke/Benfield solution pumps with recovery turbines 

(e) Urea Melt pumps 

( f )  95 per cent solution pumps 

(g) NH3 and Carbarnate pumps 

(h) Vertical pumps of HV-9 material for phosphoric and sulphuric 
acid service. 

(i) Inlhe pumps. 

7 .  Elec trostatic Precipitators 
At present BHEL Trichy is nianufacturin_e clectrostafic precipitators 

for steam generation plants. Residcs Voltas and .4W have been issued 
letter of intent for manufacture of ekctrostatic precipitators. Tn rcgard 
to the specific requirement for Fertilizer plants. there has been no suitable 
techniaal offer from an'y party in India. 



8. Miscellaneous 

This consists of large variety of items which may possibly continue to 
be imported for some time. 

Some of these items are given herrv~ndcr :- 

( I )  Coal feeders, coal dust srrcws and Proprietary items. 
burners for gadier 

( z !  IXsintegrator gas washer Design facilities not available. 

(3)  Ejectors Tor vawrm scrtions in 
urea plant 

(4) Scrubber for NPK pkrlt 

9. Valves and Fittings f o r  Itiglz presslrre duty 

Except BHEL who have good design organisation there is hardly any 
design and development section in m y  of the valve manufacturing shops. 

There is acute shortage of forgings required for pressure vessel and 
heat exchangers and their prices are exorbitant. One of the major factors 
or delays in manufacture of pressure vessels and heat exchangers for 
Durgapur and Barauni was due to the scarcity (I' the forgings. 

B. Some of the equipment which were till recently imported and now 
indigenously available are as follows: 

(1 )  All types of compressors for various plants except oxygen 
compressor for high pressure service. 

(2)  Air separation and nitrogcn wash plants. 
(3) Reactor shells (High pressure). 
(4) Medium pressure tall towers. 
(5) S.S. HEAT exchangers for urea plants. 
(6) Pipes, valves, fittings for high pressure service. 
(7) Reformer tubes and furnaces. 



APPENDIX XXll 

( Vide para 5.38 of the Report) 

Note on the extent of  delay in the commissioning of  vcwious fertilizer plants 
pogrumlned for execution during the Fourth and Fifth Five Year 
Plans and the reasons for the delay in the commissioning o( the coal 
based fertilizer plants at Ramagundam, Talcher, atd Korha and the 
present status of these plarzts. 

It has been the conslant endeavour of the Government to rcducc ihe 
delay in the implementation of fertilizer projects and expedite their com- 
pletion and commissioning. Monthly/Quarteriy progress reports on the 
projects under implementation are analysed by the Project Cell in the 
Ministry with a view to identifying the factors leading to delay and for 
taking necessary remedial measures. In addition. inter Ministerial meetings 
are also held periodically with all the concerned wings of the Government 
to review the progress and to sort out the problems leading to delay. 
Further, Government had set up a Committee to investigate the reasons 
for delay and to suggest remcdial measures and most of the recommenda- 
tions made by the Committee have been suitably imp!emented. In additioa. 
delivery of equipments by indigenous supplies like BHPV etc. is beinc! 
monitored by the Ministry of Heavy Industry. In spite of constant 
endeavour by the Governmnt to reduce delays, there have been nevcrthclcss 
slippages in completion and commissioning of the various projects. Con- 
tinuing efforts are being made to overcome various difficulties and to speed 
up completion and commissioning of the projects under implementation. 
The steps taken by the FCI to minimise delays in the execution of projects 
are indicated in the succeeding paragraphs. 

Since 1966 when the implcmentation of Durgapur Project was taken 
up. the emphasis has heen on carrying out maximum indigenous d e s i ~ n  and 
engineering and also procuring the maximum indigenous equipment possible 
for a project, so that, on the one hand. ;111 indicgenous expertise and 
facilities are established and fully utilised and. on the other. import suh- 
stitution to the maximum extent possible is achieved. With this obiective 
in view, progressively, from project to project. more and more cqrripnent 
have been indigenised; at Annexure 'A' is listed the progressive indigenisa- 
tion effected, from project to project. after Durgapur. which shows that. 
In the Haldia project for instance as many as 60 items which were imported 
in the case of Durgapur were brought from indicenous sources. This 
emphasis did result in some debv in the deliverv of eqaipment inasmuch. 



as the indigenous fabricators were taking up the fabrication and supply of 
these equipment for the first time and, therefore, as part of the IcarnYng 
process, took twice to perfect a technology and come up with reliable 
equipment. Though these have been delays on these accounts, at the 
same time it has bccn possiblc to build up the expertise in India in the 
fabrication of such sophisticated equipment. In many of the cases, the 
raw materials had also to be imported and supplied to the fabricators, which 
has added to the fabrication and delivery time. In one or two cases, 
delineated later, it has been found necessary finally to import some of the 
equipment where the technology was taking longer than anticipated for 
fabricating the cquiprnent in India. 

The various factors which h i m  generally resulted in delays in the 
execution of the projects are presented below, starting with the acquisition 
of the land for the project right up to the complctim of erection: 

( 1 ) Acquisition of land 

In some cases, land, both cultivnblc and inhabited, have had to be 
acquired for the project and land acquisition proceedings have taken longer 
than anticipated. As an example, initially, considerable difficulties were 
faced in acquisition of land for the Rarauni plant and towriship, from the 
.local people. In Haldia, problems have been faced in carrying out the 
work on the water reservoir because of resistance from the local people 
whose land had been acquired. Tn all such cases. matters have been resolved 
with the assistance of the State Government as well as the Central Ministrv. 

2. Construction material 

Tn the execution of some of the projects. in the beginning shortages 
have been experienced in regard to supply of construction material. such 
as cement and structural steel; the position was narticularlv critical during 
the year 1969 to 1971. In a number of cases, in order to avoid delays, 
such materials had to be purchased from the open market and stocked. 

3. Civil Works 

Depending upon the quantum, the work is farmed out to more than one 
contractor so that enough resources 2nd m~tcrial are available for com- 
pleting the work in time rathter thrln employinr only one contractor. Even 
where contractors have been appointed on this basis and it has been found 
that there have been constraints on their resources. resort has been taken 
to induct other contractors also to aviod delavs. An instance in point 
is the Haldia Project where dificulti~s wcrc cxnerienced hv the contractor 
appointed for the pilibng work in mohilisine his resources when another 
piling contractor was inducted to expedite the work. 



4. Ordering and Delivery of Equipment 

In many of the cases of equipment fabricated in India, the Fertilizer 
Corporation itself has taken action to import necessary raw materials and 
give them as free issue materials to the indigenous fabricators so that 
fabrication and dclivcry could be cxpedited. This was particularly the 
case in the case of projects not under World Bank financing where the 
materials have to be provided by the fabricators themselves. In the case 
of Barauni and Namrup Projects, originally some of the alloy steel raw 
materials were to be made available from within India, but, only at a later 
stage, Imports had to be resorted to becuse they were not finally available 
from within India. 

After ordering the equipmant on indigenous shops, the Fertilizer Cor- 
poration, in a number of cases, have helped the fabricatars by providing 
technical guidance and assistance with regard to the technology and 
procedure for fabrication, selection of correct welding material etc., so 
that the work could be expedited. A case in point is Urea Reactor ordered 
on MIS. BHPV for the Haldia Project. 

In order to expedite progress of fabrication in various vendor shops in 
India, as sl matter of policy, inspection and expediting cells have been 
established in fabricators' shops or regions where fabrication shops are 
situated, so that there is a constant follow up on the progress of fabrication, 
flow of material and delivery of equipment. In the case of imported 
equipment, apart from the Engineering collaborators taking up the 
expediting and inspection work on behalf of FCI, FCI itself has deputed 
their own project implementation staff, from time to time, to various foreign 
shops for expediting and inspecting the imported supplies. 

As a regular measure, with regard to fabrication shops in India, 
meetings have been organised at Ministry's level in Central Government, 
from time to time, to monitor the fabrication and supply of' equipment from 
Indian fabricators and, wherevcr, necessary, render all such assistance as 
has been found neccssary for the supplies to be expedited. 

In some cases, where indigenous shops had failed to complete the 
delivery of critical equipment, altennatc action has been taken to expedite 
the delivery. For example. in the case of gasifiers for Ramagundam, when 
modification work had to bc done on the equipment fabricated in BHPV 
shops in Vizag, the work was got donc in the shops of M/s. BHEL at 
Hyderabad. In case of the Urea Reactor orders for the Haldia Project, on 
MIS. BHPV, when delays were being experienced in the fabrication, 
decisions were t a k a ,  in consultation with the Government, to import tdis 
particular item for maintaining to the Project schedules. In the case of 
C02 absorber and H2S absorber for Haldia Project, which were lying in 
partly finished condition in the shop of M/s. G. Binny at Cochin, which 



was under lock out, action was taken to remove the equipment from the 
shops with a court ordex and make altelrnate arrangements for completing 
the fabrication through another party; M/s. Vijay Tanks and Vessels, 
Bombay. 

As mentioned at the outset, by and large, delays have occurred in 
fabrication and supply of indigenous equipment for many projects and this 
has been due to the fact that there has been progressively more and more 
indigmisation and the fabric~tors themselves had to go through the learning 
process to fabricate and supply the equipment. Though this has resulted 
in delays, at the same time, experience has been built up within the country 
for fabrication and supply of sophisticated equipment for fertilizer plants. 
5 .  Erection 

For erection work also, in order to expedite the projects, it has been 
the practice to adjudge the resources and capabilities of various erection 
firms and, as necessary, farm out the work so that parties are evenly 
engaged, commensurate with their resources, to con~plete the work in time. 
In some cases, assistance to construction contractors, at the site, has been 
given in order to expedite eraction, hy way of supply of erection equipment, 
welding sets and even qualified welders. Whereeve.r contractors have been 
lagging behind, the matter has also been taken up at the highest level so 
that the contractors have been prcssurised to c,on~plete the work early. 
6 .  A4onitoring of Projects 

Projects are monitored through computer control of critical path 
network charts for projects, in the P&D Division. Progress of activities 
arc const:lntly reviewed and corrective actions taken based on data 
processed in the computer. Wherever re-scheduling is possible to n?inimrse 
delays, this is also being done. 

I . ic l  of tw jor  rquipnwr~t ,rdlich ,i,rte itldigrnisd for Muruuni Project over 
Dlrrgupur Projects. 

I .  Process Naphtha Pump 
2. Fuel Naphtha Pu~iip 
3. Desulphufsation Trav Column 
4. Reactor Feed Effluent Heaters 
5. Stripper Reflux P ~ ~ r n p  
6. Steam De-super Hea!e.r 
7. Reactot Effluent Condencer 
8. Stripper fie-boiler 
9. Stripper Overhead Condenser 



10. Stripper Feed Bottom Condenser 
11. Stripper Bottom Cooler 
12. Virgin Naphtha Vaporiser 
13. Vent Naphtha Condenser 
14. Secondary Desulphurisalion Vessel 
15. Steam Drum for Process Gas Waste Heat Boiler 
16. Stcam Drum for Flue Gas Waste Heat Boiler 
17. Agitator 
18. Boiler Feed Water Heater 
19. Filters 
20. Ejectors 
2 1 .  Make-up Condensate 
22. Regenerated Solution Pump 
23. Recovery Anlrnonirr Condenser 
24. Liquid Ammonia Separator 
25. Boiler Drum for Synthesis Boiler 
26. Ammonia Prehe:iter 
27. Urea solution Separator 
28. Urea Solution Pump 
29. Recyclc Carbamate Pumps 
30. Condensate Recirculation Pump 
31. Oil Reclamation Pump 
32. Vacum Condenser and ~sscessorirs. 

List of Major equipment wkicI1 rcwr ir~tligcvtiseti for Narnrup Expansion 
Project over Ditrgapur : 

1. Steam Drum for process Gas Waste Heat Boiler 
2. Steam Druni for Flue Gas Wastc Heat Boiler 
3. Boilcr Feed Watcr Heatcr 
4. Agitator 
5. Filters 
6. Ejectors 
7. Regenerated Solution Pump. 
8. Make-up Condensate Pump 
9. Recovery Ammonia Condenser 

10, Liquid Ammonia Separator 



11. Ammonia Preheater 
12. Boiler Drum for Synthesis Boiler 
13. Urea Solution Separator 
14. Urea Solution Pump 
15. Recycle Carbarnate Pumps 
16. Condensate Recircu1:rtion Pump 
17. Vacuum Condensers and Accessories. 

List of major equipment tc-hit.h u w c  indigenised for Talcher/Rnrrrugundatn 
Projects o l w  Bararrrii Projects: 

1. Start-up Furnace 
2. Water Condenser 
T Secondary Aninionia Evaporator 
4. Boiler Drum for Synthesis Boiler 
5. Medium Pressure Washing Pump. 

List of  major equipmnt which were indigenisen for Haldia Projccr ovc7r 
TalcherlRamagundarn Projects: 

1. Synthesis Reactor Shell 

2. Prim* Ammonia Evaporator 

3. Synthesis Gas Compressor with Turbine 

4. Ammonia Liquification Unit 

5. First Condenser 

6. Urea Circulation Pump 

7. Urea Reactor (alternate arrangement has been made to import 
urea reactor due to failure of M/s. BHPV for the supply in 
time). 

Projectwise position is indicated below:- 
BARAUNI: 

The zero date of Barauni Project was fixed as 10-3-1 968. The original 
schedule date of completion of mechanical erection of the project was 31st 
March, 1971 and original date of commercial production of the plant was 
1-10-1971. 

The mechanical erection of the project could be completed in March, 
1975. The commercial production was started with effect from November, 
1976. 



409 
WAJOR REASONS .FOR DELAY; 

The net impact in the completion of mechanical erection of the project 
:is about 48 months; the reasons of which are given below:- -- -- - 
'SL Major reasons for dealy Impact ' on' the pro- 
wo.  ject schedttlc 

(months) 

: I  . F e  zero date for Baraad Project was fixed as 110th 
March, I 68. However, activities expected to be 
complet$fbv the time of reference zero date or within a 
short period thereof were not completed at Barauni. fnr 
example docummtaticm from collaborators for process 
designlspecifications for major equi ment, clearance of 
imported raw materials needed by t1e indigmous fahri- 
cators, acquisition of land and preparatory site work. 

'Acqrlisition of land initiated in middle 1967, corn leted in I 
May, 1968 for fact0 and b o r n  pit area and in !!eptnnba I 
1968 for township.%e earth filling was started in 1968, ) 
could be completed by the end of 1970. 6 months 

'Initial docummta were received from M/s Technimont by 1 
January 1969 and specifications revision containedltill* 1 
September, 1970. Clearance of import raw materials by 
February, 1969 and all additional supplies of items by 
Feb. 1970. 

'Supply of major raw materials to indigenous fabricators 1 
by I'lecember, 1g70. 

The above will show that some of the basic requirements for 
lixine the zero date can be considered to have been comp- 

I 
leted only by end of 1970. 1 

2 Delay in the delivery of indigenous equipment was to the 
extent of 18 to 39 months. Delay in the supply of im- 
ported raw materials to the fabricators was one of the 
reasons for the slippage for delivery of the equipment. 1 

I 
There was also delay in supply of indigenous raw materials I By hlls H.S.L. for more than a year. Moreover the slippage ) go month 

in the delivery of indiqenous equipment was also caused 1 
due to shortage of steel and other materials, general 
labour conditions at fabricators* shops unfamiliarity of 1 
the fabricators with the problems about fabrication of I 
certain equipment taken up for the fint time. J 

3 The most critical factor contributing to the. delay was the 1 
conditions or work prevailing at site. This affected the 1 
project schedule riqht from the beginning and men also all I 
supplies werr made in right time, some of the delays were 
inevitable. Through out the project excessive demands of I 
labour and agitation for tbesamowere constant occurrences. I 
The Project Officer and kher  contractors' senior staff had I 
often to seek police prokction. Thr conditions were so 
severe that FCI Board had to take the serious decisions \ 12 months, 
in 1971 to write to the Government that unless conditions 
improved they could not execute the project. During I 
construction phase of the project. there. was considerable 
labour unrest which vary much impeded the construction 
work. Almost all the erection contractors were affected 
by continued labour and in two or three cases the con- 
tractors backed out from thc s i ta  at a late stage leaving 

I 
the work unfinished. 

I 
J 



410 
REASONS FOR DELAY IN COMMZSSIONZ~ : 

With the completion of mechancid erection of the project in March, 1975, the corn- 
mucial production was supposed to be commenced after six months i.e. with effect fron, 
September, 1975. As agesinst this the commercial production was started from Novembu, 
1976. The delay in the starting up of commercial production is 14 months. The major 
nuons for delay arc given below: 

SI. Major reasons for delay 
No. 

Impact on the commi- 
ssioning rchedule 

(months) 

During the commasioning period leakages were detected 
from the expansion brllows of reformed gas boiler. The 
boiler was opened for mtification of the d e c ~ .  Somr 1 
of the parts had to be importrd from Germany and thr 
rnodification/mtifi~ation job was carried out bv German 1 .* montlls 
technicians under the supervision ofthe vendor's engineers. 
Some of the parts of the boiler had to be sent to Calcutta I 
for stress relieving. The mudification/rcctification job was I 
completed by the end of July. 1976. J 

While conducting the hydraulic test on the hiqh prmsure 
steam net-workin ammonia plant. leakages were ohscrvcd i 
fromone tube of fiur gaq boilers in thr month ofJuly, 
,975. On inspection the adjacent t u k  werr also found ) I month 
damagrd and i t  was necessary to rrplacr all the affrrted i 
16 Nos. tubn with new onr. The rrplacrmcnt joh was 1 
complrtrd in the month of Auqst .  1975. J 

'There werr interruptions in the start up of the plant dur 7 
to leakage of the vapour naphtha from thr trllon srat ball I 
v d v a  [about 1200 SW.) of primary reforrnrr burners I 
supplied by the foreign supplirn. Sincr hl/r Trcnirnont / 
could not find a satisfactory solution of the problcm FCI 5 months. 
t ~ o k  the bold decision to install globe v a l m  in wrio 1 
with the ball valves. Vafvrs w c n  prvcumd from Indian I 
,UJYXS and rrplacment of valvrs was cornl~lrrrd ht. ! 

middlr of February. 1976. J 
There w a  delay in comn~iuioninq due to rxctrsivc vibration 7 

of the turbine of the sy11. gas commpwssor and its speed , 
not rising brvond 1 I ,two R.P.M. ?hew were further 
problrms in thr comprmsor duc to Irakagr and vibration ) I montn 
of seal oil system. This could b ovcrcomr and thv , 
comprrawr could be suc~sfully startrd by thr rnd of ' 

Junc. 1976 J 
A completc hut-clown waq takrn in July. 1976 to attend 1 

to various leakagm in the steam and boiler fwd Hater 
pump.  Thr mtification vl lrataqr. nr romplrtrd in i I month 
August, 1976. J 

n c r r  werr a nurnbcr of poker and voltage d i p  wtlich 1 
&c"( t d  the commiuioning of rfiv plant. F r o m  Jan.. I 976 
to the rniddlr of August.1976 there had twrn S C \ ~ I  p ~ w r r  ) 2 mofi t f~  
dips and I 7 Nor. voltage dips. 1 

In July, 1977 prrduc tion of wra in tmnr  d ~ X W O V I I  was :jmv T,r . agalnnt thr t U W  
of 6300 T.c. After major brakdown in Juruary, 1977 COz-Cumprm~nr 1% st111 under 
orrintmrurcc. Thcrr was p w n  failure on I I th Jul). -. ---- 



Namrup Expansion Project: - ! i 
L 

The zero date of Naglrup Expansion Project was fixed as 10-3-1968. 
me original schedule date of completion of mechanical erection of the 
project was 31st March, 1971 and original date of commercial production 
of the plant was October, 1971. 

The mechanical erection of the project could be completed in January, 
1975. The commercial production was started with effect from October, 
1976. 
Major Reasons for delay during erection: 

The net impact in tbe completion of mechanical erection of the project 
is about 46 months, the reasons of which are given below:- 

SI. Major rraaons for delay Impact o n  the prb 
NO. ject schedulc 

(months! --- 
r The  zrro dat r  of Samrup  Expansirm projrct wac fixrcl as 1 

10th March, 1968 However activities for rxamplr. 
documentation from collaboraton for procrrs design, I 
~prcificarions for major equipmcnr, clearance of importrd I 
raw mawrials nredecl bv thr  indiprnoua fabrirators. 
preparatory site work, r r p r c t l  to hr rornpkrrd by the 1 
tim? of rrfc.rcncr zwr* tlatc or within a short prriod th-rrof 
wvrr not cornplrtrcl at Samrup. 

Initial tlocumrnts wrrr r trrivrd from 51 's. I'rcninront in 
January, 1969 and subsrqucnt rcvirion ccmtinucd till 

Novrmhrr, 1970. 

'~eptr rnbrr ,  l g p  C I ~ w a n c c  of import of raw matrrials 1 
hv Frhruarv. 1969 anti all additic~nal supplv i t r m ~  hv I 

Supplv of major raw mnrrriah to indipcnru fat~riratvrs bv 
Drcrrntwr, 1970. I 

I 
T h r  a h w c  \\.ill show that sonw of the b a s ~ r  rquir rmcnts  1 

for fixing ofzrro dat r  r w l d  b r  consitlrrrd to be completcd 
otrly lw end of 1!,7o. J 

2 Dclsv in thr drlirrry of inclig'nous equiprrcnt was to rhc 
rxtcnl o f  no to q l  n~onths. Ik lay  in supplr of importrd ') 
raw rna!t.rials I C I  11ic fabricarors was one o f  thr rrasons 
for the slippaqr for drlivcrv of q u i p m m t .  Morcver 
th r  d i p p a ~ ' ~  in the drlivt-ry of rquipn~ent was also causrd 
du r  t c ~  shortrgr of stt-cl and othrr materials. grncral 
I a t ~ w r  nmditicmtu 21 fahricrtc~rs shops and unfamiliarit, 1 2 8  
of thr S~hricators with thr prchlrnls ahout fabrication i4 J 
crrtain eluiptne?t for the first timr. 

3 Rrccipt <IT ovrr-di:nrnsinnrd rquipmmt wrrr drlaycd due 
to t r n u p ~ r u t i o n  p r o l ~ t m r .  T o  r rdurr  thr severity 1 
of th r  pn>blrms certain cquip~uentslikr animnnia convrrtor 
and urra rractor wcrr transportr~l in pirrrs fix thr firsf 
time in India. T h ~ s  rc.rultrii in rxtril work at sitc \\hich 
w w  not s rtiripated. Crrtain othrr equipmrnts particula - 
ready fur clapatch bv thr  nriddlr fir Junr. 1971 at  Trichy 
rly parts nf ahsorption md q m r r a t i n n  n , l~  n m  w r  I 
hut could hr hrn~tght 1.1 d t r  bv Julr. t p p  due to nnn- \ 
nvrilehilitv of rcquiritr numbrr of tivrr-din~ensioncd wagnns. 
Hmqladc<h rrinis in 197 I and rrvrrr  flwxls in 1972. J - .  I________"__ , -" I ..-.-.I-.I.--- 



4 In ~969~ there were law +nd order problems a t  site leadin# to 
impmitton of curfew for about a month. Again politlad 
situation in that area due to Bangladesh crisir in 1971 was 
upstable. In  1972 there was problem due to langauge 
e t a t i o a  whicb raryllted io quite r few of the contractom 
leavia$ tbe job rit-. Thia cawed dislocation in the rection 
activihes. 

j Fa- m ~ j o r  er-ction of the plant war completed by gist 
02tobar. 197.1 but due to certain modifications work on 
I D  fan and repairing of the refactory lining of fprimary re- 
f o r m ~ ,  m:ohqnical completio~ d the project got extended 
to J-w, 1975. 

Reasons for delay in Commissioning: 

With the completion of mechanical erection of the project in January, 
1975 the commercial production was supposed to be commenced after six 
months i.e. with effect from July, 1975. As against this the commercial 
production was started from October, 1976. The delay in the start in up 
of the commercial production is 15 months. The reasons for delay are 
given below: - 

Impact on the com- 
missioning cche- 

dule (months) 

1 D ~ ~ i n ?  the ci-vinq s t ~ < *  of refractor~, leakaqrs wrrr tictrctmi 
fr?n7he c ~ p ~ ~ r i o n  b-llows of reformed gas boiler. Sornc. 

1 
of th- parts had to be imported from Grrmanv and thr I 
m>3ific~tion1rectifiution job was carried out tw Germ an 
T-chnician under the sup-n-ision of vendor's rneinrrr. 
S ~ m c  of the Dart9 darnaqrd had to be sent to Barauni for 
welding and finally to Calcutta for stress relievine. 

'" 
j 

2 O n  theoWo-zcr air r ~ n n r c ~ ~ r ,  it waq nnticcd that hrrakacr of 1 
th- difTwcr vsnec of first barrel war taking place. Thow 
were repaired in the first instance but latter the manufac- 
turer advised chanqing the diffuser vane .  

t 1 i 
3 Flilure of the aniti-cure? valvr of Syn. Gar Comprrwor t m k  ] which resulted in the damagr of thr balan4nq drumt. 

sex \  rinqs d thy third tnrrel. Seals "err replacrd and 'a 
antburge vdve war modified. j 

+ Laatage in thr riwr Banqe of R.G. b?ild-r. Frequent choking 
nf wetion ctrrinen of t k  solution circulation pump in thr 
p lrification section. ' Frequent surging of the thr procen 

rgnthuis Ram comprcuor. 
aircmnprmwr and vihratim in the second strqe borrel of 1 

J 



PRESENT STATUS: 

In July, 1977, the production was NIL as the plant was shutdown due 
to failure of tubes of flue gas boiler. After repair the production has been 
started agam. 

DURGAPUR PROJECT: 

The zero date of Durgapur Project was fixed as December, 1966. The 
original schedule date of completion of mechanical erection of the groject 
was June, 1969 and the original date of commercial production of the 
plant was January, 1970. 

The mechanical erection of the project could be completed io October, 
1971 and commercial production was started with effect from October, 
1974. 

MAJOR REASONS FOR DELAR: 

The net impact in the completion of mechanical erection of tbe project 
is about 28 months, the reasons for which are given below:- 

SI. Major rraqons for delay 
No 

Impact of the ro- 
jcct scheduc 

(months) 

I .  D:.lars had occurred in the ddiveries of im rted as well as ) 
,ndiqcnous equipment. In thr caw ofsupprof  indigonus 
rqutpment, the drlays in the delivery of major rquipmcnt i q ~ h  a?l drilling tower. horton spherr. repeneration and 
circarhonation columns, RT and HT Converters. mrthana- ' 
tors rtc. wcte of thr order of r 2 to 32 months and in the casc j 24 
of supply of itr ~msucti ar:d scrapper, ipe fittinp, flanges 1 
valvrrctc. thr dtlayswerc ofthc order o r  2 0  t o p  months. In , 
thr caw of importcd rquipment including high prc~sule 
pipes. p i p ,  fittings. flanges and valves, the dclap occurcd i 
to thr extrnr of 12  to 27 months. j 

2. Thrrr has k e n  labour unrest and low labour productirit); in 1~ thr Fabricattws' Shops. Delay had occurrrd ~n thr civiland , 4 
rrcctinn work dur to labour unrest amunq contncton' em- ,$ 
ployrcs. 

MAJOR REASONS FOR DELAY IN COMMISSIONING: 

With the completion of mechanical erection of the project in October, 
1971, the commercinl production was supposed to be commenced after 
six months i . ~ .  with effect from April, 1972. As against this, the corn- 



mercial production was started from October, 1974. Tbe delay in the 
starting of commercial production is 30 months. The major reasons for 
delay arc given below: 

SI. Major Reasons for Delay Impact on the 
No. commercial prodn. 

(months) 
- ---- 

The prc-commissioning activities wrrr drlayrd due to non- 
availability of permancnt power supply in time from Mls. 
Durgapur Projects Ltd. between June, 1971 to December, 
1971. Only construction power was available w hirh was 
adequate for individual testing or trial runs of machines or 
plant sections. 

The  testing and romrnissioninq oprrations had to br abandon- 
) 

rd  from December. I 97 1 to March, tq7z dur to sudden de- 
F t u r c  of all the foreign trchnicians from the sites alirr drcla- 
ration of national emergency in the beginning of r 97 I .  Tlic 
commissioning activities in the areas whrre thrir prrsrnrc- 

to anvguarantees till commissioning was done in thr prmenrr 
of their specialists could be rmumed onlv in March, 1972 

was considered essential (brcausr the suppliers did not nprrc 1 

when the foreign technicians camr back. 
Commissioning was delayed due to major failure of high prrs- 

rure hi l t - r  feed watw pump supplird by M/s. Trrmomrr- 
canice of Italv and also tmublrs in the reriprocatins corn- 

on RG Boiler. RG b i l r r  was modifird in July, 1972. 
pressors supplied bv the same firm and hot sport drvrloprd 1 

J 
In Sovember. 1qj2. thr srhrdulr of amnwnia prcdurtion \\a. 

drawn as Dccelnbrr. ~ q p .  This rnuld not br adhrrrd to 1 
because of major failurrs of thr boilrr fwd watrr punlps, rv- 
formed gas boilrr and flue qas boilers. Atmut nno tul,r< of I 
the flue gas hoilrr had to he rut and rrshaprd in ordrr ( ( 8  ) 
rrduce brat exrha~igr surfarr so as to hrine un thr suprrhra~ 1 
trrnpcraturr of thr strarn for the turbinr. hlodificaticm wa* 
romplrtcd by thr rnd of Januarv. I 973. J 

On 3rd Jtrnr, rp7g. when thr commissioning oprratirm had 
advanced to a staRe when ammonia prrdurtion was ex- 
ppcted in a couplr of days tirnr. a major hrrakdown t r d  

rrformcd gas hrdcr t u b  ruptured. a swim of hot spotr 
place in thr wastr heat rrrovrry ?i\atrm in whirh tlw ) 

dweloped forcing a crash shutdown of the plant. Modifira- 
tion was complrtcd in Srptrrnkwr. 1973. 

On 14th Drcrmbcr. 1973, thr plant had to t ~ s t ~ r ~ t - d o w n  tlur tn 7 
rupturr of t u b  of the flu* gas boiler. .4ftrr rrpair commis- 
sioning wa5 again startrd on 31st Drrrmtm. 1973. 1 

The R.G. Roilrr t u b  failrd rrpratrdly and rrvrral attrnrlm 
w m  rnadr to rrpair thr Irakv tulm in sitr but the rrpair 
work could not br donr sati.ifartorilv. Finally it was drridrd 

7 
on 18th April. 1 ~ 7 4  tn rrplacr thr rntirr tuhr hun3lr hv r \ 
spare t u b  hundtr alrrady availablr at sitr. Aftrr rrplacr- I 
mrnt of tube bundle RC. b i l w  war again rommi&mcd in I 
?Nay, 1 ~ 7 4 .  J 

Thrrc had brcn ntsmrrous powrr brrak-down and rrrltapr d i p  
cvmincr thr plant wru startrd. Thr  powrr nhut-down ar- 
muntcd for sixty +ut-dmm of the plant from thr vrry i n w p  
ribn 



Present Staius: 

In July, 1977, production of urea in terms of nitrogen was 3700 to 
against the target of 7400 te of N. 

W R A K H P U R  EXPANSION PROJECT: 

The zero date of the project was fixed as 1st February, 1972. In the 
World Bank Appraisal Report, a period of 30 months from 1-2-1972 to 
31-8-1974 was taken for the completion of the project. The production 
was started at rated capacity with effect from 27th December, 1975, though 
the plant was declared on commercial production from 1st April, 1976. 
The delay in the completion of the project is about 16 months. The 
major reasons for the slippage are given below:- 

:SI. Major reasons for delay 
No. 

Impact on tbe pro- 
ject schedule 

(months) 

I .  Duc to disturhrd situation (Indo-Pakistan conflit) in thr sub- 
continent in Decernbcr, I 97 I .  the prrliminary work bcfore I 
zero date for the project could not be started. Segotiations 5 
with MIS. Toyo Engineering Corporation, Japan, could bc 
startrd only in January, 1972. Thc invrstigation team of 
MIS. Tovo Engg. Corporat~on came in March, 1972 and 
contract forprocesaen ginerring wasapproved on 8th June, 
1972. Zrro datc was shifted by fivr months. 

a. During discussion in Japan in April. 1072, with hlk. Toyo. i~ 
was found that minimum 33 months was nrrdrd for mrch- 
anical completion of the .frrtilizrr project followrd bv testing 
trialrun and and a period of 36 months from 
zero date for commercial Thus 6 morr months 

equi mrnt duplication and its small sizc and simplicity. 
~ u ~ t c a t i o n  w u  nnt ponsiblr in most of the raws following 
prcwurrnlrmt procrdurrs stipulatrd by the \\'orld Bank. Somr 

1 than 30 months were ne&d for the completion of thc pro- > 
ject. The 30 months period in .4ppraisal reports was based on 

of thr ruppltrrs who rupplicd equipment for existing plant in b 
1965 wrrc not making similar equipnxnt. J 

3. T h r  World Oil Crisis in Ortober 1973 drlaycd de1ivc.n of 7 
importrti items by 3 to 1 4  months. Thrrr  wrrc drlays in $ 5 
indigenous supply and shortrrgr of cnnstructicm materials. J 

Production in terms of Nitrogen for Gorakhpur Units was 4600 te 
against the target of 9000 te for the month of July, 1977. The low 
.production was duc to continuous power cut for one stream and failure 
.of .supply on thrn occasions during the months. 



SINDRI RATIONALISATION PROJECT: 

The zero date of the Sindri Rationalisation Project was or;ginally fixed 
as May, 1969. However, due to the embargo imposed upon the project 
the zero date was shifted to July, 1970. At that time, the date of comple- 
tion of the mechanical crection of the plant was assumed as June, 1973. 
Tbe original date of commercial production was fixed as December, 1973. 

The erection of Sulphuric Acid Plant was completed in April, 1976. 
Further modification had to be done to the piping and refractory work 
which was completed in June, 1976. 

Major erection work of Phosphoric Acid Plant was completed in July, 
1976 and the modification of the rubberlining and pipelines was completed 
in August, 1976. 

Total slippage in the completion of mechanical erection is about 38 
months. 

Major Reasons for Slippage during erecrion stage: 

1. Civil construction was delayed due to delay in site clearance which 
also involved removal of some underground piping and cables of the exist- 
ing units and delay in receipt of foundation drawing from various suppliers. 
The overall impact on the project schedule due to the delay in the civil 
construction jobs has been absorbed in the Slippage that had occured in 
the delivery of the various equipment. 

2. There has been a slippage of nearly two years in the receipt of 
indigenous equipment from various suppliers such as BHPV, FACT En- 
gineering Works/FEDO. MAMC. BHEL etc. The net impact on the pro- 
ject, due to delay in the receipt of indigenous equipment. is about 24 
months. 

3. Erection work was dclayed due to poor performance oi contractors 
and &o due to non-availability of some construction materials. This has 
a net impact of about 6 months on the project schedule. 

4. After erection further modification had to be done to the pip'ng and 
refractory work of HISO, Plant. The impact is two vonths. 

5. Piping erection af Phosphoric Acid Plant was delayed due to prnc- 
tical difficulties in site ascembly of the rubhcrlined pipes. nnn-ava-lability 
of pipes, fittings, modification of piping etc. Thc overall impact due tr. 
the modification of the piping is about six months. 



Major Reasons for the delay in the commissioning sf #he P h t :  

One stream of the Sulphuric Acid Plant was corn-ned in July,. 
1976. Full load test run of one stream of Sulphuric Acid Plant was com- 
pleted on 7th December, 1976. Phosphoric Acid was produced for the 
first time on 14th January, 1977. The Acid Conmatcation Section of the. 
Phosphoric Acid Plant was started on 10th February, 1977. 

Trial run of TSP Plant was started on 17th June. The operation of 
the Sulphuric Acid Plant could not be stabilised due to mechanical failure 
of chain conveyor below the dry-electrostatic precipetator, jacketed 
collers of drag link conveyors, breaking of insulator on the top of dry 
electrostatic precipitator, problems in the pyrites crushing and handling 
sections, mechanical failure of boiler feed water pumps and other sections, 
of the plant. Commissioning of the Phosphoric Acid Plant was also de- 
layed due to bulging out of rubberlining of a number of equipment. Rerub- 
berlining job has been completed. 

With the completion of mechanical erection in August, 1976 the com- 
mercial production was supposed to be started by February, 1977. 

The commercial production of the end product (i.e. Tripple Super 
phosphate) is now expected to start from October/November, 1977. 

The impact in the commissioning of the plant due to failure of various 
equipment is about 9 months. 

Present Status : 

Sulphuric Acid : 

The production of Sulphuric Acid during the month of June was 657 
te. In July, thc sulphuric acid stream was started thrice on 9th, 15th and 
27th July hut the operation could not he continued due to the failure of 
red mill in one stream of pyrites crushing system. trouble in vibrating 
screen of gyratory crusher of pyrites crushing section and failure of drag 
link conveyor. The praduction of sulphuric acid during the month of 
July. was 2587 te. 

The dry electrostatic precipitator, and the drag link conveyors have 
been weak areas in sustained operation of this plant. Mod:fications are 
k i n g  carried out in the drag link conveyor system: as regards dry electro- 
static precipitator, xtion is being taken to induct thc firm of M's. Lurei 
for consuitrrncv and advice; the problem is mainly due to the high dust 
content of low grade Amjhorc pyrites being used and therefore a check 
of the entire system inclusive of thc upstrram facilities before the e!ectro- 
static precipitator will he rcfcrred to them. 



.Phosphoric Acid Plant: 

Phosphoric acid plant was started again on 18th July and flash cooler 
was taken in line on 20th July. Filtration Section was started on 21st 
July but the plant operation could not be continued due to non-availabi- 
lity of Sulphuric Acid from the up stream plant. 

The main problem in the phosphoric acid plant has been repeated 
failure of rubber particularly in the vacuum vessel. Through the re- 
rubber-lining appears to be satisfactory so far, action has been taken 

.already to induct consultancy services from MIS. Hitachi Zosen of Japan 
who are experts in this field. Their engineer had been to Sindiri to advise 
on procedure to be adopted in ensuring safe and reliable rubber-lining. 

'TALCHER PROJECT: 

Pro jeer Schedule : 
The zero date of Talcher project was fixed as July, 1971. The 

.original scheduled date of completion of machanical erection of the plant 
was January, 1975 and original date of commissioning of the plant was 
July, 1975. 

The mechanical erection of the plant is expected to be completed by 
September, 1977 and commissioning of the gasification section by 
February /March, 1978. 

Major reasons for &lay: 
The net impact in the completion of machanical erection of the project 

is about 33 months. The major reasons for the slippage are due to delay 
in the delivery of equipment by various indigenous suppliers as given 
wow:- 

n d a v  in Trnpacc on 
tlw r l r l i -  thr pmjrr t  
r rrv r r f  'months) 
rquipfn*nt 
'rnoritl~~ 

(4 Mtr. YcNall y Rharat Krrqq. !For w~pply-rum trcrtirtn of rod 
prrparatiun plant r I I I 

( t )  Mjs. HHEI ., Hvd-raid  'For ttir rupply of Cht r ihgu l  Cmn-  
prmwr) . . . . . 17 I 



'Besides the above, there has been an overall impact of one month on 
rthe project schedule for the delay in the fabrication of gasifiers due to late 
.change in the design of the gasifiers by foreign collaborators based on their 
.experience of operation in a similar plant in South Africa. 

. Delay in the commissioning of the plant: 

Commissioning operations are now expected to start by March, 1978 as 
. against September, 1977 anticipated earlier. The slippage in the commis- 
sioning of the plant is about 6 months which is due to the following facts:- 

1. The Air Separation Plant was scheduled to be commissioned by 
June, 1977. Due to various leakages observed during cold test of the cold 
boxes, there was a delay in the commiss'oning of the Air Separation Plant. 
The Air Separation Plant is expected to be commissioned by September, 
1977. This delay has an overall impact of about 3 months on the corn- 
missioning activity of the plant. 

2. The commissioning engineers of M/s. KruppKoppers suggested 
some modifications in the gasification section based on their experience in 
the South African Plant. After completion of the modification on the 
gagification section, recommended by M/s. Krupp Koppers, their Chief 
Commissioning Engineer will have to carryout a number of commissioning 
checks on the gasification and coal 'preparation section after which the sec- 
tion will be commissioned. This stage of preparation will require 3 
months. Due to these late modifications the overall impact on the pro- 
ject schedule is about three months. 

Present Status: 

The mechanical erection of Talcher project is virtually complete. The 
various n~odification jobs. as proposed by M/s. KruppKoQpers in gasifica- 
tion section are being attended to and the modification jobs are likely to be 
completed by the end of Aupst .  

Thc Air Separation Plant is likely to be commissioned by September, 
1977. Trial runs on two raw gas blowers have been completed successfuny. 
All the three boilers have been commissioned succlessfully. 

Ramngmdanr Project: 

The imo date of thc project wiis fixed as July, 197 1. The original date 
of completion of mechanical crection d the plant wa.. January, 1975 an& 
the original date of commissioning of the project was July. 1975. 

Mechanicd erection of the project ir; now expected to be completed by 
September, 1977 and commissioning operations started by February. 197& 



Major rwaarr~ for delay: 

The net impact in the completion of mechanical erection of the project 
is about 33 months. The major reasons for the slippage are due to delay 
in the delivery of equlSplent by various indigenous suppliers, as given 
below: - 

Supplier 

IMay in Impact on 
thr d ~ h -  the PN!~CC~ 
w r y  ol' (months) 
c.quipnicn t 
( I I I ~  ths) 

( a )  Mk. RHPV : (For qupply of major critical ch~.r(uipnirnt and supplv- 
cnm-rrrctior~j . , . . . 211-25 25 

( b )  MIS. l .L  Kota (For the- supplv 18f main in:trun~rntation. rontnd 
panels ancl supply-cum-t-r~~tion of instruin~nt* Ir,r %!rim 
qcnrrstion p l ~ ~ t )  . . . . . 24-30 1 

( r i  .\I:s. BHEI,. Trichy. ,For the .supply and rrrction id  I~oilt.r\) I :  I 

(dr M I S .  AfcSally Bharat Engq. ,kor supply-CW-rrrction of c ~ ~ s l  
preparation plant ) . . . . . . .  1 1  I 

( I )  Mis. RHEL, Hvdrdwd, for t!lr .;upply of Cc:itr~fr~q..l Chn- 
p m w r .  . . . . 1 3 I 

Besides the above, there has been an overall impact of one month on 
the projczt schedule for the delay in the fabrication of gasifiers due to late 
changes in the design of the gasifiers by foreign collaborators based on 
their experience of operation in a similar plant in South Africa. 

Delay in the commissioning of the plmr: 

Commissioning operations are now expected to start by February, 1978 
as against August, 1977, anticipated earlier. The slippage in the commis- 
sioning of the plant is about 6 months which is due to the following 
facts: - 

1. The Air Separation Plant was scheduled to be commissioned by 
the June, 1977. Due to various leakages observed during cold test of the 
cold boxes, there w a s  a delay in the commissioning of the Air Separation 
Plant. The Air Separation Plant is likely to be commissioncd by Septem- 
ber, 1977. This delay has an ovcrall impact of about 3 months on the 
commissioning activity of the plant. 

2. The commissioning engineers of MIS. Kmm-Koppers sugge~~ed 
some modifications in thc gasification section bawd on their experience in 
the South African Plant. After completion of the modifications on the 
gasification section, recommended by M/s. Krupp-Koppers, their Chief 
Commissioning Engineer will have to carryout a number of commissioning 



.checks on the gasificatioo and coal preparatian section rtfter which the 
saction will be commissioned. This stage of preparation will q u i r e  3 
months. Due to these late modifications the overall impact on the pro- 
ject schedule is about three months. 

Present Status: 

Major mechanical erection of the project has been completed. The 
erection of entire supply-cum-erection equipment has also been compleled. 
The main plant piping is completed to the extent of 94 per cent. Till 
date 99 per cent of the total elcctrical erection work and 81 per cent of 
the total instrument erection jobs have been completed. 

Precommissioning activities in some sections have been started. All 
the 3 boilers have been commissioned. 

The modifications, in the gasificatious section as suggested by com- 
missioning engineers of Mrs. Krupp-Koppers based on their experience 
in the South Agrican Plant, have been taken up. 
Korba Project : 

Government approved the setting up of a coal based fertilizer plant at 
Korba identical to Ramagundam and Talcher projects in January. 1972. 
Formal clearance for the project was given in June, 1974 and the date 
.of completion was fixed as December, 1978. 

So far an expenditure of Rs. 17.91 crores has been incurred on the 
Korba project a d  the following jobs hwe been taken up and completed. 

( i )  Grading of the factory area. 

(ii) Boundary Wall. 

(iii) Construction water supply. 

( i v )  Initial requirement of factory roads and railway siding. 

The project has been slowed down/rephased due to severe constraints 
on availability d rupec resources. It is. therefore. difficult to indicate the 
date by which the project could be completed. 

The zero date of Haldia Projcct was fixed as 1st September, 1972. 
The original date of completion of mechanical erection was September, 
1975 and original date of commercial production was fixed as March, 
1976. The project is now expected to be mechanically completed by June, 
1978 and commercial production is expected by January, 1979. 



The total impact on the mechanical completion of the project was a delay$- 
of 33 months, the major reasons for which are given below:- 

Major Reasons for Delay Impact on the project 
in months 

1. Delay in starting of piling work as land development was drlavrd 
due to slushy condition of soil. Moreover, thrre was delay due 
to adversr labour situation . , . , , . 4 

2. Delay in the receipt of basic engineering documents and rrvision 
ofthe documents by process collaborator for gasification,rrctisol . . . . . . .  and ammonia plants. 5 

3. Dday in the procurement of imported pipes, pipe fittings. valvrs. 
etc. . . . . . . . . . .  4 

. . .  4. DclayinsupplyofASC!XSUlplantsby Mls. BHPV 5 

5. Delay in the delivery oishift converter and Saturatnr W'ater Heatrr 
by M/s. Larson B; 'Toubro. . . . . . .  5 

6. Delay in the deliver* of CO, Absorber and HIS .-\bscwhcr by 
Mls. G. Binny. Mis. G. B~nny is under lockout since I I th '\pril, 
1977. The equipment was takrn out on  8-8- j ;  undrr ptrlirr 
protection by a Court Ordrr . . . . 5 

7. Delay in the delivery of CO, Flash Tower and HIS Flash Towrr by 
M/s. T.S.L. . . . . .  5 

Present Status: I 

Major civil work except a few structural steel work in urea plant, pipe- 
trestles in Nitric Acid Plant and Yard piping have been completed. Both the 
P rXig  Towers are nearing completion. 

Progress of work on jetty and river water pump house by M/s. Gammon 
India Ltd. has not been satisfactory. M 1s. Gammon India Ltd. as being 
impressed upon to expedite the progress of work. 

Work in the water reservoir has been delayed due to despute regard- 
ing the compensation to be paid to the villagers. With Ministry's inter- 
vmtion, West Bengal Government are arranging to disburse compensa- 
tion money paid to them by FCI already. 

1643 te out of a total of 1950 te of structural for the raw material con- 
veyor from dock to factory have been erectcd so far. 

Mjs. BHEL have erected 2813 te out of a total of 4500 te of structural 
and equipment of steam generation plmt. Mechanical erection of plant and 
equipment is in progress and 4783 te out of a total of 9792 te of equipment 
have been erected so far. 18 per cent of the overall piping work has been, 
completed. 



Trombay-I V Expansion Project: 
The zero date of the Trombay-IV E m i o n  Pfojeat was July, 1974.. 

The completion of mechanical erection of the plant was originally fixed as. 
January, 1977. The project was scheduled for commercial production with 
effect from June, 1977. After having finalised orders to the extent of about 
35 per cent for Nitrophosphate plant, 80 per cent for Nitric Acid Plant and 
100 per cent for Steam Generation Plant, it was found that the deliveries 
quoted for some of the equipment by the sdppliers are much longer than 
those estimated at the time of project planning. On the basis of such delayed' 
delivexies of equipment the date of commercial production was revised to 
1st November, 1977. This was approved by the Board of Directors in- 
August, 1975. 

The mechanical erection of the plant is now expected to be completed by 
October, 1977. The commercial production is likely to start by March, 1978. 

The delay in the codpletion of mechanical erection of the plant is 9- 
months. The major reasons for delay in the mechanical erection are given 
below : - 

1. An impact of 5 months on erection scheduled is due to slippage 
in the delivery of some of the imported as well as indigenous 
equipment. The delay in the supply of vendors' equipment is 
due to the fact that the actual delivery commitment of the ven- 
dors was more than anticipated during the preparation of the 
original time schedule of the project. 

2. An impact of 4 months due to delay in the erection of tall towers 
because the erection contractor could not shift erection derrick 
from another site as originally planned. The Derrick had to be 
fabricated at site and the few towers have now been erected in 
June and July, 1977. 

Present Starus: T: 

Overall progress of mechanical erection of the project is 95 per cent. 
The mechanical erection of the Nitric Acid Plant is likely to be completed by 
15th October, 1977. 

Precommissioninp activities in some areas such as Water Treatment Plant, 
Bagging Plant and ANP Plant will be started as soon as the Municipal Cor- 
poration accords its clearance from the pollution angle for Trombay-IV. The 
clearance from the Municipal Corporation is awaited atter which Power an& 
water wiU be made available. 

1.t is now anticipated that the plant will be brought to commercial p m  - 
duction by March, 1978 as against November, 1977, scheduled earlier. 



Nangal Expansion Project: 
Zero date of the ptoject was fixed as 20th March, 1973. The original 

date of mechanical completioa was 20th October, 1975 and original date of 
.commercial production was April, 1976. 

The revised dates of commercial production to 1st August, 1977 and 7th 
November, 1977 were rrppmd in S e m b e r  1975 and July, 1977 respec- 
tively by the Board of Directors, FCI taking into account the difficult posi- 
tion of procurement of piping in 1975 and delayed deliveries of tall tow& 
and heat exchangers by MIS. BHPV, as wall as delays in the delivery of lens 
g e t s  for Ammonia Synthesis Section by M/s. Flexitellic  gaskets Ltd.. 
U.K. 

The mechanical erection of the plant was completed on 31st hay,  1977. 
The delay in the completion of the mechanical erection of the plant is about 
19 months. 

The major reasons for the delay are given below:- - ----- 
h l ~ i n r  rtasonz for delay 

i i .  Delay in complction of basic dcsipn packagr lw 31 s. Vtdr cm 
ac zount of ch3nzc in fredstnck . . . .  1'3 1 

( i i  Dtlav in the rrcripr nf basic d c s i ~ n  documents from M's .  Tecnl- II 
mnnt b\- 6 to 8 \ c 4 i s  nn account of drlav in pcwtai tranqmic.icm 1 
due to strikr in I t a h  . 7 ! 

(iii Slippage caurrd h rm 1~1on nf rpccifiratirn In 31 s L'i,r'c p r  c! \ diwctks  
Ltmi in major rquiprnrnt and instrumcnr rmulrinr in cxrmsicm I 
of placine ui ordrrr h\ about 8 wetkg . 6 ,I 

(tv I n a d q u a t +  and +IW r r s ~ o n w  toqlobal tmdrr ine  due to intrrna- 'I 
tion31 oil 8: cle-q\ crlslr startinn in O c t o l ~ r .  ' 73  IC thrrxtrnt d 
3 tr' 4 mont!i. . . . . . . . . I 

Ir i  J 
(v F a i l u r r o f i n 3 i ~ c n ~ u s  arwelt m frtreign tupplitr* tostick trtrhrir 

committrd drlivcrv rrhcdules . . . . . . 58 gR 
--- -- --- - - .... - - -. . . ...- -- 
. Ptesent Status: 

The mechanical erection of the plant was completed on 3 1 st May, 1977. 
Precommissioning activities have b ~ n  started in various sections. Boiler 
No. 1. 2 and 3 have been commissioned. Ash bandling syslcnl has also been 

cumm ~siolld. 

The Air Separation Unit has been commissioned succescfully, Heating 
of the three gasifiers has been completed. LSHS was fed in the gasification 
reactor and pification test run was carried out successlully far about 20 
hours. 



Delay of about 6 wecb on thc ~ l ~ g  $cherdtllt is anticipated darc 
8o &lay in receipt d fuel oil. 

Commercial production is now expected by Decembez, 1977. 

Sindri Modernisation Project : 

Thc zero date of the project was fixed as 29th October, 1974. The 
con~n~ercial pruduction was scheduled by April, 1978. 

The comnlercial production has been compressed to 20th February, 
JW8, from April, 1978 in the light of negotiations held with the World 
Bank. As per latest CPM chart the project schedule is likely to be de1;r;ed 
by 13 weeks on accounts of the following reasons :- 

( i )  Slow progress of erection of boilers for steam generation plant 
by M/s BHEL, Trichy. 

( i 2  Delay in the receipt of Air Compressors from M/s Damap. Wcst 
Germany: 

( i i i )  Delay in the delivery of Synthesis Gas, Nitrogen, C02  Com- 
pressor parts and turbine by M/s BHEL Hyderabad. 

Civil work in the ammonia plant has been compktcd, Civil Work in 
the auxiliary facilitics is in  ad\anced stage of completion. 

Progress of erwtion of equipment and plant piping is about 91 per cent 
and 68 per cent respectively. Erection of overhead yard piping is nex!y 
eomplcte and hydraulic testing of the lines ic  also in prqress. 

The erection of boilers by M/s BHEL. Trichy is behind schedule. 
M/s. IIHEI.. h::vc been pressurised to improve upon their activity at site. 

T11e progrcc\ of supply and erection of compressors hy M/s QHm, 
Hydcrabad. i s  ;IIW behind schedule. M a y  in completion of erection of the 
m p r e s s o n  will have a d'rect impact on the project schedule. The snbject 
is hem2 vieort:usly followed-up with Minist? and BHEL for augmentin!! 
resources i ~ n d  expediting the supplies. 

Tht projects was sanctioned on 7-61966. The preliminairy works of tbe 
Cochin Fertilizer Plant Phase 1 were started on 1st July. 1966 and were 
oriainntly vhcduled to be completed by October, 1969. Rut due to vatizlas 
teasons the complctioa date was shifted There was no shifting in ato 
a t e .  
12434 LS-28. 



. The erection and pre-commissioniry operations of the C d ~ i n  Fertilizer 
P l a t s  were originally expected to be completed by October 1969. But, due 
to various reasons enumerated below the erection work was over by July 
1971 and testing and precommissioning was over by December 1971 only. 
The first prilJs of Urea were released in April 1973 and the plants were 
declared for commercial production with effect from October 1974. The main 
rea..ons for the delay arc:- 

1. Delays in finalising the contract 
2. Delays in the supply of equipment 
3. Delay in testing and commissioning. 

1. The main contracts were with Socicte ltaliana I l n l h t i  (S 11) and 
Montecatini for the supply of imported equipments against supplier's credite 
for hydrofitting, reforming and ~~nthesis'section of Ammonia and Urea plants 
and the contracts were finalixd with these two parties in ,411yst 1966. But 
S I1 and Montecatini expressed their inability to supply cquipmentp con- 
forming to PGC specification for the conversion purification section. So this 
resulted in the search for another supplier who could supply equipments 
as per PGC specification a"d also extend crtdit fac;lities. This process took 
a long time and at last contritct with M s. Nuovo Pignone was finalised 
only in February 1968, causing n dclny of nearly 18 months. This ccn!mct 
became effective in June 1969. 

2. Delays in the supply of cqrripments: The contract with Yucwo Pignone 
came effective only in June 1968 that is about 2 years after petting the 
industrial licence for Cochin Phase I in June 1966. But addcd to thic there 
was considerable delay on the part of Nuovo Pignone for cffccting their s u p  
ply of equipments since they clrpcriencd difiicultic~ in getting some special 
material (special chromised tuhc t IPRFN'  Il~..ttcr No. 3 ( E9 )-from 
France due to political d k t u ~ ! ~ n c c  there. Therc was also dclay on the 
pan of MIS. AVB for the supply of vessels hhc H.T. converter etc. As 
per the contract these equipmen~s had to bc supplied by Dcccmbcr 1968. 
But actually this was supplied only in February. 197 1 and its erection com- 
pleted in June 1971. 

Although the contract with S 11 was signed on 31-8-1 966, inipwt 
licence was issued in March 1967 and equipment supplv was completed 
only in August 1970. 

3.  deb.^ in Testing arrd Commirrionin~ : 
The erection work was completed by July 1971 .md the prc-commis- 

shning started. But due to l a h r  problem from 22-8-197 1 tn 28-1 1-1971 
no properrs could be achieved in the pre-commissioning process. Sn the com- 
missioning work could be startcd only in December 1971, and there wcrc 
80 nleny problems with the impmted eqr~ipment like thc boiler water circu- 



lating pump, the boiler fcedpump, the reformed gas boiler, the failure ot thc 
tubes in the radiant shield start up boiler and boiler feed water heat 
exchanger. 

Even though the commissioning operations started in Decembcr 1971, 
.the actual production of Urea could be achieved in April 1973 only. Even 
after commencement of production in April 1973 the installed capacity 
could not be maintained due to the following main limitations: 

(a) insufficient turbine-steam super-heating capacity. 

(b) insufficient loop cooling in ammonia section. An end to end sur- 
vey of the plants was carried out by a team or' Senior Technical 
personnel of FACT to identify any further short-comings and to 
evolve modifications to improve the steam efficiency and opera- 
tional flexibility. The recommendations of M/s Technimont as 
a result of their end to end survey of the Durpapur Plant of 
FCI were also taken into consideration. Several modifications 
have been suggested. A programme for implementation of these 
modifications has been formulated and incorporated in the 
revised estimatcs. This programme known as Plan Operations 
Improvement Programme is estimated to cost Rs. 3.38 crores. 
The modifications are expected to be completed by September. 
1977. 

September 1974 ( I : Kevir4 in April. (a; There hat k n  a delay of 3- 
7 r o p t i o n  in ordering the equipment. tg% 
of prcticct in JuIv, pomc to International tendering (PI 
1 9 7 5  per thr procrdurc laid down by ID.4) 

wns not good. 

In uveral car- rxtrwion of tinlr had 
to bc given and in the c a r  of some 
critical itcmr a re-tmdcring had to 
1~ ~d0r)tlVf. 

;bl llwrcr has tmn cowiderdde delay 
io civil worka drlr to : 

I .  Iklny in the nward of contract 
drtc to late rtfcipt of drawin((, 
from rquipment st~pplicrs 



a. Labour troublu at rite. T h u c  
w u  a number of &ka during 
the period. 

3. Henby monaoon ftom M a y  to 
Scptunber 1973 during which time 
progresa ww dow. 

4. The civil daign of the NPK Plant 
was made on the baah of a typical 
lay out drawing supplied by the 
collaborator. However. whrn actual 
drawin of equipmenu were received 
from t L  equipment manufmrcrn 
it was found that the layout h d  
lo be changed. 

5 .  ' ~ 1 1 e r 1  the schedulei were originally 
made it way 011 t l~c assumpti011 
that the construction of floors ahove 
the eqwipment hems like Cooler 
and Dryer could proceed without 
waiting for their erection. l a te r  it 
was found that it was not advisable 
to carry out the civil works withoul 
erecting thme equipmcnts. 

(2) Rcviscd in April I. From early May 1974 to July 12174 
1975 for completian thrrr war a write in Cochin Division. 
of project in March, 
1476. 

r.  Evcn dtcr  chr strikr was w c r  
c,ivil work did not pick up t?rnpo 
and nvo major civil contracts, one 
Ibr Phosphoric Acid Plant and the 
other for off-site facilities had to 
be cancelled in August and Septem- 
ber 1974 mpectively. Fresh contract 
wan awarded in Novembrr 1974 
a d  Jmuary 1975 rapectively. 

3. Two major lndian Turn-Key Cont- 
r w o n ,  Mlr Menally Rharat Engg. 
Company for Rock Grinding. Plant 
and Conveyors at rite, Mlr T a u  
Robinson Frarwer Ltd. for conveyor, 
a t  Port have not been able to make 
much headway in the time d 
ccnnpleticm due to delav in receipt 
of steel mattxiah. 

4. Due to heavy r n o n r m  that prevailed 
for l m u t  6 month. 

(3) Pet -1 I. The party on whom o r d m  for 
Khcdule trial p truuformcn have bem p l d ,  have 
ducda, arvb.lcd #topped rvpply Prttr drliverin a 
in 4ktobcr, 1976. d the tramformen. ~ b c ~ g d  

d d e d  i n m  in prica of 
n w  materiab and VWformatioa 



Original Schndulc Ravish Reason for dchy 

oil. 'I he order war cnoccllcd a d  
fresh order w u  placed. with another 
party oa a phued delivery schedule 
upto end March, 1976. 

I. On tire bmis of experience gaincd 
at khetri ir was decid4to get tk 
rubber Lining of the Attack Tank 
done in two laym, instead of one 
layer completed earlier. Further, 
additional care wru taken to get the 
concrete tank leak-proof and for 
preparing the surface suitrble fm 
rubher-lining. 

3. There has been considerable delay in the supply of rubber-lined 
valves and hoses from an indigenous supplier. The despatch was com- 
pleted by early July, 1976. 

4. There has been delay in the supply of the Ring Gear for the Rock 
Grinding Plant by a foreign supplier. The Gear was received in the third 
week of July, 1976. 

5 .  Therc was delay in supply of valves for steam ~rv icc  by a 
foreign supplier. Further when they were despatched the pacakages got 
misplaced in the ship and were over carried to some other port. Thea8 
wore located after considerable efforts and the material received at site in 
March, 1976. 

6. Therc was delay in receipt of instruments from a UK supplier. 
Most of these were received during January. 1976 only. 

7. There was delay in despatch of flanges for steam lines by an I n d h  
Pafly. 

8. Unforeseen difficulties were encountered in the alignment of chute4 
and ducts in the NPK plant resulting in* the need for extensive modi- 
fications. 

9. The Rotary equipment supplied by MIS. Reneburg. USA wart 
found to have defective alignment of Girth Gear and rectification was ' 

necessitated. 



(i) Setting up of mcch.nical comport 
pi a m . . . . .  . 35 plants 

(ii) Sew.ge/suUage utilieqtiorr . . . 250 schemes 

(iii) Setting up of 
(a)Gobargasplano. . . . ~,oo,ooophtn 

jb) Community gobu gas plant . . 15 planta 
(c) Bio-gm hPm night roil . . . - 

(iv) Orgsniration of demonttration ctrm- 
tminingcpmps. . . . . row camp 

(v) .%ward of priea to gram panchayaa . - 
(vi) Pilot project for compost making by 

landleas lrbounrs . . tpoo tonncs 

(vii) G m n  Manuring . - 
(v%) A d  of prizes lo local Imdies . - 

(ix) Strengthening of organisational set up at 
Head quarten . . - 

Component-wise progress is givm Wow: Total 
-.-- -- ----- 

Mechanical Compost Phnts. 
It is targettad to set up 35 compost plants in big cities during 5th Plan 

period to manufacture organic manures from city refuse. Under this 
pgrammc, 33 per cent of the capital cost is given as subsi*. Rest of 
the cost is met by tbt implementiag agencies from their own rtsources or 
tbrougb Xnstitotional loans. 

The first two compost plants at Ahmedabad and Baroda have already 
been commissioned. Projects for 17 more plants at Abhabad, Amritsar, 
Bangalore, Bombay, Calcutta, Dclhi, Jaipur, Jullundur, Jodhpur, Kanpur, 
Lucknow, Ludhiana, Madras, Nagpur, New Delhi, Poona and ' Varanasi 
love also been apprwed. Most of them are in progress. 

Sobsi* amounting Rs. 155.75 lakhs has b u n  released during the first 
thee yeam as part payment for the above projects against their tot&? 
Wtal cort of Rs. 121 1.13 lalrhr. 



Physical and financial tarpcts/achiuv~nts d& 1st thFae jrean of 
tho plan period and anticipated requirement during tbe curreat ytar we 
indicated as under:- 
A. Physical (No.) 

1974-75 1975-76 1976-77 
Target AcLt. Target Acbt. Target Aeht. 

I 1 5 10. 10 8. 

It is programmed to implwnent 250 ~chemes in various cities/mwm 
during the 5th Plan period to utilise sewagelsullage for irrigation and 
rnanuiial purposes. Central assistance to the extent of 33 per cent of the 
capital cost of the works involved is being given as grant-in-aid to the 
Municipalities. Remaining cost is met by them through their own 
resources or by raising Institutional loans. 

204. sewage/sullage utilization schemes in nine Statn/UTs of Andhra 
Pradesh, Bihar. Gujarat. Haryana, Maharashtra, Karnataka, Punjab, 
Tamil Nadu and U.P. were approved during the first three years d the 
plant period. 

Against the total capital cost of Rs. 281.75 lakh of the above scheme, 
central assistance amounting to Rs. 84.65 lakh as part payment of subsidy 
has been released during the first three years. 

The progress, both in terms of targets and expenditure during the lrt 
3 years is as under: 

Year 

f 

Tarvt Adi rvc -  Rudgri Expcndi- 
No. of ment Provision tum(in 
scheme Ra. (in I&) 

Iakh? 



It is programmed to set up one lakh gdbar gas plan& in the c ~ t W y  
during the 5th Plan period for production for fuel p s  and good quality 
mnnure for agricultural production. 

Against this about 45000 plants have already bean set up during the 
&st three years. Under this programme, subsidy 6. 25 per cent and 
20 per cent of the capital cost was given to the beneficiaries during tho 
ht two years and the year 1976-77 respectively. Total amount d 
subsidy released during the first three years was Rs. 347.54 lakh. 

During the current year dso. subsidy will he given C4, 20 per cent of 
the capital cost but the rate of subsidy for smaller plants (s ize  60 aal 
100 cft) will be 25 per cent to help small farmers who generally go in for 
smaller plants and 50 per cent for plants set up in Hilly and Tribal areus. 

subsidy at the rate of 33 per cent of the capital cost of 15 Community 
gas plants has also been provided during the current year. The subsidy 
provision for the purpose is Rs. 5.0 lakhs. A provision of Rs. 10.0 lakhc 
for 20 Pilot Projects for Bio-gas production from night soil has also heer 
made during the clurent year. 

me progress of the ptogramme both in terms of physical achievement 
and ex&nditure is indicated below: 

Year 

4.4. Oqdsation of cicmonsrra0ion-cum-training camps on producrion ad 
iwoforgonic-:  

Thc scheme envisages organisation of campaigns. exhibitions, semirua 
demonsuati0n-c~-training camp by Farmers' Associations with 8 

clricw to adocatin& motivating and mobilising the fan= for maxi* 



the producdon and use of organic manures. E v e 3  year, 200 demoou- 
.tratiaD-cm-trsiaiag camps of one day durrttion arc targets to b 
organised and for each camp a grant of Rs. 250/- is being made available 

Govt. of India to the Farmen' Associations. 

The progress of the scheme is as under:- 

Year Cmp, Grsnt given (R3.1 
held 

Sclwme for award of p r i x ~  to Grum Parwhayats for doing best rural cum- 
pos7 work : 

Undu this scheme, encouragement is given to gram panchayats in the 
shape of prize awards for doing outstanding rural compost work. The 
.scheme envisages holding of competitiom at four levels via, block, 
,district, state and All-India levels. 

Prizes to gram panchayats declared winners in the competitions held 
during the assessment year 1976-77 will be awarded during the current 
financial year. To meet the expenditure for State and All-India l e d  
awards to be borne by the Government of India, a provision of Rs. 0.98 
lakh has been proposed in the B.S. 1977-78. 

Scheme for cwnposr makittg hy landless labortrrrs: 

The scheme was launched in September 1976. Under this scheme. 
wheel barrows are supplied fret of cast to landless labourers for conection 
of commthg materials and an honorarium of Rs. 250 per month is giveo 
to project Organisem who will motivate and guide the landless l a b o m  
for preparing compost on scientific lines. 

Twelve States1U.T~ took up the scheme during 1976-77 and a sum 
of Rs. 5.41 lakh was nleased to them as grant. Other States/U.Ts are 
expected to take up the scheme during the current year. A provision d 
Rs. 6.50 lakh hap been made for giving grant to them. 



Awmd of PniGI to Lmd Bodies: 
Under the scheme cash prizes of Rs. 25,000 and Rs. 10,000 nrc 

awarded each year to the urban centres adjudged best and 2nd best in the 
All-India urban compost competition. 

A pmvision of Rs. 10.0 lakhs bas beem made during the current year 
for subsidized sale of green manure seeds. 

5. A consolidated statement indicating progress, physical and financial, 
of various components of the Central Plan Scheme during the b t  t h n a  
years and the programme for tbe current year is appended (Annanve). 



ANNEXURE 
Statement 

ST.~TEME% SHO\VING PRW,RCSS ACHIEVED (PHYSICAL AND FINANCIAI,) UNDER THE SECTOR 
IWEGRATED SCHEhiE FOR DEVELOPMIGV OF LOCAL hfANU-L RBSOURCBS 

Target 
1 

I. %t&g up of rncchanirnl com- 
part pbnt . . '45 

3. (a) S-tting up of gohar gar 
plan& . . I .rm,mo 

(b )  Community gobar g a ~  plants a5 

(6) Bio-gar from Night roil . . 
4 Ogrnimation of Demonstration- 

cum-training camp.  . I inm 

5. Awud of P r i m  to 
ya. &iY' la '  . . 

6. Pilot project for carpost d n g  
(tonna) by lrndlar labouren IWOO 

7'm I 21) 1 0  47.32 8 86.43 r l  
(~wojrctl (part pay- (prqjccb (put 
approved) mmt fw rppmrrd ment or to 

6 projcch) pmjccjcca: 

nrz.j6 59 33.65 127 I 1-45 18 39-54 46 
(Schemca (part ay- hchenm (part-pay- (scheme ( p ~ r t  pay 
sipprurcd) rnmtgr approved) mentfor approved) mmt for 

3owhema) 39 schcme8 104 rchmla) 

707 lr'711 70.04 1871R 174.78 15000 102.71 25- 
(for 7781 (for 20449 (12176 p h b )  
(plan@) planb) 

8 . . . . . . . . . . . . I5 



APPENDIX XXIV 

I * 
1. (50 Department of Supply --- . - - . . . . *- -- The indigenous fertiliser industry has, no doubt, grow impressiveiy 

Department of Agriculture with its installed capacity for the production d nitrogenous and phosphatic 
lertiliscrs incrcsing from a meagre 1.49 lakh tomes at the end of the First 
Five Ycar Plan (1955-561 to 24.99 lakh tames at the end of the Fourth 
Fivc Year Plan (1973-74). The Committee, however, find that while the 
capcity f o r  the prtduction of nitrogenous fenilisers had increased by 184.7 
per cent. 126.4 per cent and 253.8 per cent respectively during the Second, 
'Ihird and t'i~urth Plan periods, actual production was only 40.5 per cent 
of the available capacity in the last year of the Second Plan (1960-61), 42.5 
per cent in the last year of the Third Plan (1965-66) and 54.6 per c a t  in 
the last year of thc Fourth Plan (1973-74). Similarly, in respect of phos- 
phatic fertilisen also, while the installed capacity during these three Pian 
periods increawd respectively by 48.4 per cent, 140.0 per cent and 145.6 
per cent. actual production amounted to only 54.7 per cent of the capacity 
in 1960-61, 4X.7 per cent in 1965-66 and 57.7 per cent in 1973-74. On 
account of thr wide gap between instatted capacity .and actual production 
on the one hand and hetween productioh and estiinated demand on the 



other, the country has been dependent to a very large extent an pmchas8~ 
from abroad. Imports of nitrogenous and phosphatic fertilisem have, thus, 
steadily incrfi~sed from 5.W lakh tonnes in 1970-71 to 11.65 tormes in 
1 974-75, when I he portion of imports (excluding potassic f e r t i l i i  which 
have to be necessarily imported as they are not produced indigtnoosly) US 
consun~ption was as high as 51.78 per cent. after having come down to 
25.20 per cent in 1970-7 1 from 61.76 per cent in 1968-69. Cor respd-  
infly, the value of imports have also been progressively on the hckase 
+ce 197 1-72. (While purchases from abroad of aU varieties of fertilisers 
cost thc country Rs. 90.23 crores in 1971-72 as against Rs. 163.00 crores, 
Rs. 116.77 crores and Rs. 95.87 crores during each of the preceding three. 
ycilrs. purchases valued at Rs. 118.81 crores. Rs. 183.49 crorcs and 
Ks. 402.45 crores were made respectively during 1972-73, 1973-74 and 
1974-75). The extent of the country's dependence on imports in the recent 
 pi^ would also be evident from the fact that while the investments made 
in the indi_nenous fertiliser industry (public sector) during the five year 
period from 1970-7 1 to 1974-75 totalled Rs. 531.35 crores, the fertilism 
import bill during this period amounted to as large a sum as Rs. 890.85 
crores, and in 1974-75 alone. the import bill (Rs. 402.45 crores) was mWe 
than double the investment (Rs. 200.88 crores) in the public sector for aug- 
menting indigenous production of fertilisen. 

These statistics serve to emphasise the imperative need for exucisiag 
ereat care in planning for the imports of a vital commodity, which is known 
to be acutely sensitive to world demand, supply and price trends. asd for 
evolving a sound and rational import strategy which would enable purchasca 
being made at the proper time and at the most advantageous prices. Un- 



- - -  _ _ _ -  - . --- - - - - A -- -- - - - -- -- . .-- --/ 

I 2 3 4 
__- . - - -  - - - -  -- - ---- - --- - 

fortunately, however, as would be seen from the facts disclosed in the fore- 
going paragraphs as well as from some of the specific cases of purchases 
discussed later in this Report, it appears that there had been no scienti6c 
planning in the past on which a sound import strategy could have been 
determined, as a consequence of which recourse had often to be had to 
distress purchases at inopportune moments, when market conditions wcm 
unfavourable, to bridge the gap between demand and production. It also 
appears that imports were persisted with even when the estimated demands 
and consumption levels did not materialise, resulting in purchases in a fall- 
ing market at abnornlally high prices and avoidable inventories and accu- 
mulation of stocks. i% 

bD 

: 1.61 Department of Supply - - - - - - - -- In the Committee's view, the failure of the strategy hitherto adopted 
D v n m c n t  of Apriculture for the purchase of fertilisers from abroad is mainlv attributable to the w- 

reliable and unscientific estimation and projecti& of consumption and 
demand, indigenous production and requirements. leading to periodical 
changes and adjustments in the purchase programmes which proved to 
11,rve heen. in the ultimate analysis. detrimental to the country's financid 
interests. I he Committee have been informed that the annual import re- 
quirements of fertilisers are worked out by the Department of Agricultwe 
by deducting the domestic production. as estimated and communicated by 
the Ministry of Petroleum and Chemicals. from the total agronomic require- 
ments, which in turn are estimated a year in advance, of fertilisers to s u p  
port the agricultural production programmes of that year. The require- 

. . 



~nc l l t~  thus co~nputcd are intimated to the Department of kconomic ~ l f a u ~  
tor authorisation of the imports and allocation of funds. That Department, 
ill  turn, depending upon the availability of foreigc exchange resources, ap- 
proves thc purch;tszs either against free foreign exchange or against foreign 
aid or credit or from Rupec Payment Areas under bilateral trade agree- 
nlents. Wllilc all this sounds simple enough, the Committee find that in 
actual practice, there were wide variations between the consumption levels 
estimated initially and actual consumption and off-take and between the 
estimates of indigenous prcduction intimated by the Ministry of Petroleum 
and Chemicals and actual production, as a result of which the import re- . 
quiren~ents as ; I ~ S S C ~  by the Department of Agriculture had mostly been 
wide off the mark and far removed from realities. 

For instance, the Committee find that the estimates of fertiliser con- 
~unlption Icvcls. \vhich forms the basis for assessing requirements and plan- 
nhg for in~ports, have never been realised to the full extent which would 
indicate that these were perhaps optinlistic and on the high side. Thus, 
during 1969-70, 1970-7 1 and 197 1-72. while the agronomic requirements 
of nitrogcn and phosphorus had been estimated at 23.00 lakh tonnes, 27.50 
lakh tomes and 28.00 lakh tonnes respectively, actual consumption was 
only 17.72 lakh tonnes, 20.20 lakh tonnes and 23.36 lakh tonnes. A simi- 
lar trend is discernible in the subsequent years also and during 1972-73, 
1973-74 and 1974-75, the actual consumption of nitrogen and phosphorus 
w s  respectively 24.21 lakh tonnes, 24.80 lakh tonnes and 22.51 lakh ton- 
nes as against the estimates of 30.00 lakh tonnes, 34.10 Iakh tonnes and 
39.10 lakh tonnes. Similarly, there were wide variations between estimates 
and actuals during this period in respect of potassic fertilisers also. That 





thc figures of consumption intimated by the State Governments were "very 
inflated ones" and their demands "irrational". The Cotnmiitee have also 
been told in tbis context that the State Governments merely went by the 
recommended doses without any reference to levels of con~umption in the 
State. Even after the Department of Agricdlture themselves assumed the 
responsibility subsequently d assessing the requirements, the practice till 
1971-72 was to allow an ud Itoc increase of 25 per cent over the consump 
tion achieved in the States in the prcviou5 year, which was also, adcording 
to the witnms "found to be a little irrational". 

The Conunittee find that it was only in respect of the requirements for 
1972-73 that a serious attempt to assess the requirements on a more realis- 
tic basis was made for the &rst time, in December 1971. when a subam-  
mittcc, under the chairmanship of the then Additional Secretary, Ministry % 
of Foreign Trade, was appointed to go into the requirements projected by 
tllc Department of Agriculture in October 1971 and to evaluate the supply 
position vis-0-vi requirement. This subcommittee. after studying the 
trends of cons~mption and various other factors, also came to the conclu- 
sion that it would suffice if the requirements were worked out after allow- 
ing a wrtain percentage increase over the consumption of the previous 
Kharif and Rabi seasons and accordingly recommended an increase of 23- 
per cent over the previous year's consumption. However, on the Commit- 
rce of Secretaries suggesting a fresh look at the demand projeetiom, the 
sub-committce recommended, in March 1972. that the projection for Khatif, 
1972 be made on the basis of an increase of 15 to 20 per cent over the 
Kharif. 197 1 consumption, and for Rabi, 1972-73 on the basis of an in- 
creage of 20 to 25 per cent over the consumption during the preceding 
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q. I -68 Deptt. of Supply -- -- - 
The Committee have, however, been informed that certain corrective 

D ~ ~ ~ ~ .  of ~ ~ ~ i ~ ~ , ~ ~ ~ ~  measures aimed at ensuring a more accurate forecast of requirements have 
since been taken and that "a very scientific method" has been evolved re- 
cently to arrive at the total demand by linking the assessment to the actual 
consumption in each State and also the level of consumption reached in 
individual States and to the agricultural production programmes of the 
States. Under this method, which was adopted for the assessmmt of ferti- 
lker requirement for Rabi, 1973-74, the area under high yielding variety 
programmes, non-high yielding variety cereals and other commercial crops 
is taken into consideration separately and the requirements computed in 
the following manner: 

(i) An option was given to the State Governments to select the best 
E 

fertiliser season since 1969-70 as the base. 

( i i )  The area under different crops in .a State was stanhdised by 
converting the area under different crops and reducing these 
area figures into one common figure. For instance, if a State 
grew HYV wheat, local wheat, HYV Bajra, local Bajra, Sugar- 
cane, Potatoes and Cotton the area under these various crops 
was reduced into one area (e.g. area under HYV wheat), the 
conversion being done by assuming certain conversion ratios, 
based on the recommended doses. It was, thus, assumed that 
if HYV wheat required one unit of fertilisers, non-HYV wheat 
would need 1/2 unit, cotton 1 unit, HYV Bajra 112 at, local 



Bajra 1/4 unit, etc. and the standardised areas of different ' 
crops were added to arrive at one common figure. 

( i i i )  The average dose required was then calculated by dividing the 
consumption at (i) by the area calculated as at (ii) above. 

(iv) 011 the average dose thus calculated, a 5 per cent increase was 
granted for each season to obtain the estimated dose for the 
season under consideration. (Thus, if the average dose had 
been calculated for Rabi, 1970-71 season, a 5 per cent ia- 
crease wlvs given for Rabi. 1971-72, another 5 per cent for 
Rabi 1972-73 and yet another 5 per cent for Rabi 1973-74). 

(v) Thc estimated dose so arrived at was multipiied by the standard- 
ised area for Rabi, 1973-74 (or for the season for which assess- 
ment is to be made) to work out the total requirements of ferti- 
lisers. 

(vi) However, in case Rabi, 1972-73 season happened to be the best 
season for a particular State, this State was granted yet another 
5 per cent increase over the requirements worked out at (v) 
above. (The reason for this is stated to be tbe artificial depre- 
ssion of consumption during 1972-73 on account of non-avail- 
ability of fcrtilisers and it was, therefore, assumed that if suili- 
cient fertilisers were available, the consumption "would have 
been comparatively o little more.") The State Govemmtnts 
were, however, given the option of choosing betkeen'the re- 
sult% obtained by this methcxl and those obtained on the basis 
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of the method earlier adopted in respect d mmmamt af re- 
quirements for 1972-73, viz. applying m iaaerneat d 22 per 
cent over the preceding Rabi consumption. 

10 . 1 . ~ 9  - -  Deptt . of . Supply - . - .  A further refinement in the method of assessing fertiliser quismmats 
D ~ ~ ~ ~ .  of~gr icul ture  was introduced for tbe Kharit, 1974 asson, on the basis d the recom- 

mendations of a Conunittee constituted, uder the Chainnenship of the 
Joint Secretary (Inpub), Department $ Agriculture, to go into this ques- 
tion once again when some State Governments (particularly in the eastern 
region) protested that the earlier method, according to which a uniform f rate of increment over the previous best year's consumption was allowed for ch 

all States was weighted in favour of the States which had already progress- 
ed far in fertiliser consumption and did not take into account the fact that 
some States which had started with lw ieveb of ccmsumptioa had the po- 
tential for achieving a much higher lev& of consumption. This O o d t e e  
(the Anna George Conwnittee), while broedly approving the m e d d  .dop- 
ed by the Department for Rabi, 1973-74, however, swested that compa- 
ratively backward States s h l d  be accorded a higher rate of &ease in 
the dosage rate to enable them to gradually catch up with the p g ~ c R 3 k  
States and had arrived at the following conclusions: 

(i) The assessment should be based on the production programmes 
of the season and not on the basis of past consumption anly, 
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of assessment, an option was given to the State Governments to select the 
best consumption season since 1969-70 as the base. For forecasting pur- 
poses, the base should be, by and large, a representative base and not a 
biased one which will result in excessive weightage being given to extremes 
of high or low performance, thus vitiating the reliability of the final figures. 
Further, though the fertiliser requirements have been linked to the produc- 
tion programmess the conversion factor employed for standardisation of 
the arca under different crops is once again based on the recommended 
doses and here again the fact, referred to earlier paragraph 1.64, that tbe 
farmers do not always use the full recommended doses appears to have 
been lost sight of. In this context, the observations contained in the 
Report of the Programme Evaluation Organisation of the Planning COW 
mission for Kharif, 1967, that "the nitrogenous fertilisers were applied for 

?k 
about 2/5ths of the high-yielding paddy plots and at about hall the recom- 
nlended dose" arc also relevant. In fact, the Committee also find from the 
Kcport of the Anna George Committee that the Economic and Statistical 
Adtiser to the Ministry of Agriculture (who was also a member of the 
Committee) had also drawn attention to the fact that even in IADP (Inten- 
sivc Agricultural Devcloprnent Programme) districts, the recommended 
doses had not been achieved even at a time when there was no sbortap 
of fertilisers. Besides, since Demand Estimation is a positive an&:fmt,* 
normative analysis, the prescribed or recommended dosages can be em~loy- ** & s 

ed as a basis for estimation only if the other factors which iqflu$ng-t& . . 
use of fcrtiljscrs, like availability of funds, climatic conditions, other .in@- 



s~ruclural facilities and, above all, willingness on the part of the farmer to 
employ fertilisers, ate held to be 'cateris peribus' factors, and this is an 
assumption which is naturally extremely restrictive. The basis on which the 
incremental percentage of 5 per cent over the average dose was arrived at 
for Rabi, 1973-74, is also not clear to thc Committee. Finally, whatever 
might have been the reliability of this method, it had been nullified to a 
considerable extent by giving an option to the State Governments to choose 
either the results obtained by this method or those obtained by the earlier 
one which was even less scientific. In these circumstances, and also in 
view of the fact that the actual consumption of fertilisers during 1973-74 
and 1974-75 was only 24.80 lakh tonnes and 22.5 1 lakh tonnes respecetively 
as against the cqtimatcs of 34.10 lakh tonnes and 39.10 lakh tonnes, the 
Committec arc doubtful whcther even the revised method of estimation of 
requirements can bc considered dependable. t 

90 

Do. It  is thus fairly evident that the major problem of estimation of domes- 
tic requirements, which forms the biisis for the import strategy, is yet to be 
resolved satisfactorily. and the requirements continue to be coniputed by 
adopting different criteria more with a view to reconciling the divergent 
claims of the comparatively developed States and the developing States, as 
a result of which a certain amount of adhocism still persists in working 
out the requirements. The Committec are of the view that it should not 
be too difficult to ensure a more accmate forecasting of requirements by 
adopting various tools of demand estimation as are provided by the science 
of econometrics. While they admit that even the niost rigorollsl~ scientific, 
econnrlletric metliods can yield cstiniatcs which prove to be different from 
the Ktuals. and that these estimates can be vitiated by a number of un- 
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foreseen and unpredictable factors, the Committee, however, see no justi- 
? fication for the replacement of scientific estimation by ad hoc and arbitmy 

formulae. Imports of fertilisers should aot be plannsd on the basis of a 
mere extrapolation of past trends in this regard but in the context of a defi- 
~ i t e  picture emerging from a scientific study of the actual patterns of l& 
lifer rrse in the country, the evolution of high-yielding varieties of comer-  
cia1 crops. extension of irrigation facilities, multiple cropping, break- 
through in dry farming techniques. etc. A critical review of the estimates 
projected from time to time would also be necessary to determine what -. 
went wrong and, benefitting from past mistakes, to adopt concretz - 
tive measures promptly. The Committee, therefore, recommend that such d 

t- a review should bc undertaken with the assistance of experts in the field of 
econometrics and the fertiliser import policy realigned and determined in 
a rnore scientific and realistic manner. 

1.72 wtt. of supply A sound ~ n a c h k r ~  for the collection of relevant statistical data is also - -- 
D ~ ~ ~ ~ .  of a basic pre-lequidte for a scientific estimation of demand and requiransnts. 

Apiculture I;br any planning on a realistic basis, it is ako abaoloteh necessary that thc 
planning agency is provided with timely and reliable data. In this con- 
tion, the C'ommittee find that the i n d i  institute of Management, Ahmda 
bad had suggested. at the request of the Depulment of 4ricdtute, a 
system of data reporting in regard to stoch and saks of fer@isors n s l q  
the redlers as the reporting base and that their suggestions inchW m b  
nalisation of the report format, avoidance of douMe scoumimg and stma* 
lining of the reporting d i n e r y .  It, however, appears that this system, 
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when tried out in Puajab and Tamil Nadu, disJosad "large scale defaults" 9 

in [he reporting by the retailers, despite a legal obligation cast on them 
and i t  was, therefore, proposed to adopt the wholesalers rather than the 
retailers as the reporting base and also to maintain a month-wise fiow of 
da?r for effective impon planning. It also appears from tb:: Report of €be 
su b-conimittee, appointed to examine the requirements projected for 1 972- 
73, that the Department of Agriculture were also not in possession of pas1 
data relating to the actual dosage per hectare used for different crops. 
Stressing, therefore, the importance of timely and conrempw dneol~s flavP 
ol  all relevant data. the Committee &sire that the adequacy oi rhe existing 
machiaery b r  data collection should be reviewed and necessary measures 
taken urgently to streamline it so as to ensure that the data collected is 
!irnely and also reliable to form a sound basis for the fmnulation of @- 
ties. They would also like to bc apprised of the specific steps taken if~ * 
this regard and whether the adoption dE the wholesalers as the repo~fig s 
base has worked satisfactorily. 

As pointed out earlier. another factor responsible for the &&en& 
noticed in the planning for imports is the umdiaMe estimation af indi- 
genous production of fertilisers by the Department of Fert i lkn & 
Chemicals. The Committee are concerned to obsetve a wide guE 
between the estimates initially projected by the Department, on the basis 
of which the import strategy was determined often with disastrous nsaks, 
and the actual production. The estimates had also beeh periodidy 
reviscd by the Department of FertPisers & Chemicals as a result of 
which changes and adjustmeats h: d to made in the burchase pro- 
grammes, not always to the countryus advantage. Thus, the original 
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estimates (December, 1970) of 14.20 lakh t m e s  of Nitrogen, expected 
to be produced during 1971-72, had been revised in April, 1971 to 13.20 
lakh tonnes and further &sed on October, 1971 to 11.90 lakh tonnes, 
while the actual production amounted to only 9.52 lakh tonnes. Similarly, as 
against the original estimates (October, 1971) of 18.20 lakh tonnes, 
revised estimate5 (December, 1971) of 14.05 lakh tonnes and further 
revised estimates (June, 1972) of 12 to 13 lakh tonnes, the actual pro- 
duction of nitrogen in the country during 1972-73 was only 10.60 lakh 
tonnes. The position in this regard wa8 no better during 1973-74 and 
1974-75 also. While in 1973-74, actual production of nitrogen was 
10.60 lakh tonnes as against the original estimates (June, 1972) of 16.00 8 
lakh tonnes, revised estimates (February. 1973) of 14.04 lakh tonnes N 
and re-revised estimates (July, 1973) of 11.28 lakh tonnes, during 1974- 
75, actual production amounted to 11.85 lakh tomes as against the 
iqjtial estimate5 (December. 1973) of 15.50 lakh tonnes and revised 
estimates (November, 1974) of 12.70 lakh tonnes. The indigenous 
production of phosphatic fertilisers had also not come u'pto the levels 
originally estimated an4 subsequently revised during these years. The 
representative of the Department of Agriculture also informed the Com- 
mittee during evidence that it had been the Department's experience that 
the actual indigenous production was "far below the estimates given 
earlier" by the Department of Fertilisers & Chemicals. 



Deptt. of Supply The representative of the Department of Fertilisers & Chemicals 1-74  . 
Ileptt. of admitted during evidence that he "would not hesitate to concede that 
Agriculture over the 'past six to seven years, the estimations have not been a m r a w ,  

- (:henlicals & and that "there has been a big gulf between the target and the a d d  
Fertilisen production". It appears that while forecasting estimates of. indigenous 

production, a somewhat facile assumption had been made that the new 
fertiliser projects would actually be commissioned as planned, as a conse- 
quence of which the estimates had been pitched at levels which were even 
higher than the then existing installed capacities. The fact that even the 
existing plants were operating only at levels far below their installed 
ca'pncity also appears to have been overlooked. Thus the estimates 
themselves bore no relation to the available capacities and delays in the 
commissioning of new plants inevitably made the estimates unreliable 

P and unrealistic. The Committee cannot help feeling that adequate care u 
had not been exercised in this regard by the Department which is regret- W 

table. 

Do. The Committee have been informed that the Department of Ferti- 
lisers & Chemicals, learning from p:ist mistakes, have revised the method 
of estimation from 1975-76 onwards. Under the revised method, the 
estimates of production a E  based entirely on the performance of the 
operating units and no credit is taken for production likelv to corn* out 
of units expected to go on stmream during the yeer. Even in estimating 
'production from the operating units, a suitable provision is' made for 
likely loss in production arising out of known constraints like power cuts 
fluctuations, shortage of raw rn;&terinl. labour problems, etc. From the 
gross assessment of production an overall allowance to the extent of 5 



per cent is made for all unforeseen shutdawns due to l a h r  problems, 
mecheaical breakdowns, accidental damages ctc. The Committee, b m -  
ever, note that there was variation in the estimates of productha and 
actual production of dtrogewus and phosphatic fertiIisers during 1-975-36 
a d  197677: The prodtrdh of nitragernnu fertil&n dnrhrg 1975-76 
was 2.30 prrr cent in excess over original targets but 2.60 per ced kse 
than original targets in 197677. The prodactian of phayhtk ftrti- 
liser was 17.90 per ant less than original target duriag 1975-76. The 
Committee would, therefare, like the Ministry of Chemicals & Fezdilisers 
to have a fresh look at the method employed for estimating ~ ~ Q ~ I I Y W U )  
production and devise a more scientsc and realistic method which woukl 
ensure that all the variabIes are taken into account and the estimates 
approximate as closely as possible, to the actuals. The Commitlee are 
also of the opinion that since under the revised method of estimation, the 
IikeIy increase in production as a result of commissioning of new plants 
during the year is not taken into account, a situation may wen arise (in 
the event of the new plants going on stream as per schedule) in which the 
import requirements worked out on the basis of these depressed estimates 
of production may prove to be excessive. The Committee are, therefore, 
of the view that in forecasting, for the purposes of planning for imports, 
indigenous w u c t i o n  of fertilisers, this fad should $so be takn  into 
account suitably and the progress made in the commissioning of new 
plants as well as the performance of existing plants monitored effectivelJ 
and corttinuoasty so t h ~ t  timely intimation regarding likely increase in or 
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US Dollars 92  C&F between August, 1972, and February, 1973), had 
obviously adversely affected the procurement programme and resulted in 
purchases at disadvantagmus prices. 

In the opinion of the Committee, better results might have ensured 
had indents for the entire @antity of fertilisers, computed on a more 
scientific and rational basis, required during the year had been placed in 
advance after, of course, taking into account the prevailing market prices 
and the likely behaviour of the market during the following period, as this 
would have made for better planning and lower prices. The Committee 
have been informed in this connection that the Department of Economic 
Affairs now make a bulk allotn~ent of foreign exchange straightaway. which 
has enabled the Department of Agriculture to streamline and overcome some 
of the difficulties faced in the past in procuring fertilisers through the 
Department of Supply and the Minerals and Metals Trading Corporation 
and they trust that this would bring about the desired improvemedts~ id 
planning for imports and placement of demands on the purchase agencies! . 

'' 4 . g ,  

It would also be seen from a specific case of purchase of a ~ q m ~ n i u m  
sulphate discussed later in this Report that while planning fm iplports of 
fertilisers, even the elementary precaution of building up a market .,b@er 
which could be used in times of emergency had not been taken. This 
combined with the unrealistic estimation of requirements and indigenous 
production. led to purchases at wrong seasons and at prohibit* wW?# 
the ground that the requitemznts were urgent and could not W$ost- 



and placed thc country at the mercy of the suppliers and allowed Im$e 
leverage in negotiation\. The Committee were amazed to learn from a 
representative of the Department of Agriculture that imports were resorted 
to only "when the stocks had run down almost to the last tonne" which wgs 
"very well known" to the suppliers who "have exploited us year after year". 
Now that a decision has been taken, though belatedly, to allow a market 
buffcr of 10 per cent and pipeline provision of 20 per cent, the CommiUeqi 
hope rhit there would be greater flexibility in making purcham keeping in 
view the \ea\onal advantages and market conditions and distress purchases 
:it inopportune moments will br il thing of the past. 

The success or failure of the import strategy also depends to very large 
do. extent on effective coordination and speedy exchange of information bet- 

ween the different agencies involved in planning and implementation. The 3 
Committee note that in respect of fertilisers, a multiplicity of agencieg 
are concerned with various aspects of imports. While the Department of 
Agriculture is responsible for assessing requirements, prescribing material 
specifications and shipping schedules. and placing indents, indigenous pro- 
duction is monitored by the Department of Fertilisers & Chemicals. .imports 
authorised hy the Department of Economic Affairs and the actual procure- 
ment done by the Department of Supply and the Minerals and Metalk. 
Trading Corporation (with effect from 1 August 1975. however, the entire 
purchase of fcrtilisers from abroad has been centralised in the Minerals 
and Metals Trading Corporation). Similarly, the responsibility fbr 
marketing and distribution of fertilisers has been entrusted to the'D+art- 
ment of Agriculture and the State Governments. It is therefore, evident 
that unless effctive liaison and coordination are maintained between al l  the - - ..-.. . . 
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~ c i a  involved, integrated functioning would be w& high -. 
Though it has been claimed during evidence that effective in- 
coordination was in fact Wig ensured judging from the actual m- 
maace, the Committee are of the view that a lot more requires to k 
done in this regard. They would, therefore, stress that a suitable !system 
from continuous coordination and exchange of information between the 
Merent agencies involved should be devised and its actual performance 
kept constantly under review and timely corrective measures taka  

I .go ma. of supply 
Dcptt. of Consumption trends, which determine the demand, inftuence to a 
Agriculture very large extent planning and strategies for the purchase d stock- --- 
Chcmialr &- piling of Brtilisers. The Commitke ?re, however, concerned to find that 8 Fmilirm even though the growth of the indigenous fertiliser industry has ken 

steady with substantial output in absolute terms and imports have also 
been considerable, the consumption of fertilisers in the country is still 
extremely disappointing and India. even after Four Five Plans, is at tbe 
bottom of the world map in fertiliser consumption with the per capita 
consumption in 1970-71 being onlv 4 kilogram?. It makes distressing 
reading that in spite of the acknowledged role of fertilisers in a~gmeM- 
ing agricultural production, the consumption achieved during the FoPrrth 
Plan period was conshtently less than the Plan targets, and for hst 
two years of the: Plan. Government themselves had to revise the e* 
targets. mug. as against a 27 per cent compound rate of increase per 
year in the consumption of fertiliser envisaged in the Fourth Fwe Year 
Plan. the actual conrumption prowth achieve4 was only 15 per m! is 



1969-70 (against the growth rate of 40 per cent achieved in 1%768), 
14 per cent in 1970-71, 18 per cent in 1971-72, 4.5 per cent in 197273 
and a meagre 0 . 0 5  per cent in 1973-74. Again, in the first year of the 
Fifth Plan (1974-75), even though an ambitim target of 4426 iakb 
tonnes (in terms of nutrients) had been proposed, actual consamption 
achieved was only 25.79 lakh tonnes. which was even less than tbe 
level\ xhieved in the precedinz three years. 

I 

do. Expla~ning the reasons fw the decline in consumption of fcrtiliscrv 
dur~ng this priod, the Department of Agriculture have stated that whiIe 
the growth consumption during the period from 1966-67 to 1971-72 had 
been "really remarkable", the consumption going up from 7.57 lakh 
tonncs of nutrients in 1965-66 to 26.21 lakh tonnes of nutrients in 1971- 
72, the consumytion of fertilisers in 1972-73 and 1973-74 bad been 
"seriously hampered" on account of ( i ) the domestic production falling 
"far below expect: tions" and (ii) non-availability and steep rise in prices 
in the international market, as well as increase in the cost of indigenous 
production (on account of increase in the cost of fuel, feed-stock and 
labour) lending to increase in the cultivators' prices of fertilisers. And 
in 1974-75, apart from the adverse impact of non-availability and rise 
in prices. unfavourable weather conditions, shortage of m e r  which 
redmed the area under irrigation and shortage of diesel oil, aggravated 
the situstion, resulting in less consumption than envisaged. The Cbm 
mittee have also been informed that "a large number of M m W i ~ e  stepsw 
have already been taken to reverse this trend and that a fertiiiser pramo- 
tion scheme was also launched in the Fourth Plan under which a series 
of demonstrations were organised to encourage the use of fertnisers, 

--r . . . - -  .... - 
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which however has not been approved for continuance in the fifth Plan 
a\ il paradoxical situation arose in which while Government were not in 
a position to provide adquatc fertilisers to farmers who needed them, 
r.Hwts were being nlade to persuade cultivators to use chemical fertilisers. 

23 r .82 - Deptt. .. '" .-- However, now rhat availability of fertilisers ]>as idproved considerably 
Deptt. of and prices have also h e n  reduced, the Committee feel that an intensive 
Agriculture campaign for stimulating consumption should be launched. They need 
ctieinicals & hardly emphasise that a major thrust in fertiliser consumption can be Fen il isers achieved only through sustained promotional activities and that in the 

interest of sound agricultural development, there should be greater aware 
ness ammgst ihc farmers of the role of balanced nutrition and complex 5 ; 
fertilisers. A well thought out and properly integrated promotianal 
iipproach. in which duplication and overlapping of efforts should be 
avoided, is also necessary to overcome the apathy of the average farmer 
to the use of fertilisers. As has also been poiilted out by the Committee 
on Public Undertakings, in paragraph 5.41 of their 50th Report (Fifth-. 
Lok Sabha), the promotional programmes undertakes by the Fertiliser 
Corporation of lndia Limited should be properly dovetailed and integrat- 
ed with the other promotional measures of the State Governments to 
avoid any cwerlapping. 

do. Another important adpect which needs to be kept in view while un- 
dertalung promotional activities is the identification of areas in which &ti- 
lisers can be profitably utilised. The Committee learn that six States 
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(Andhra Radcsh, Tamil Nadu, Gujarat, Maharashtra, Uttar Pradesh and 
Punjab) alone accounted for over 65 per cent of the total consumption of 
iedhem in the country during the period from 1970-71, to 197475. 

the gmwth rate of fertiliser use should, thedore, be ckcW 
in base aaeas w k e  consumption is low and also t o d s  aid% small 
fanners, by making available timely credit for a package of inputs and 
other necessary infra-structural facilities, in taking to the usa of featilisers 
on a much larger scale than before. All this necessarily calls far concerted 
&Torts and effective coodination at all levels as well as a periodical evalua- 
tion of the efficacy of the measures undertaken. and the Committee trust 
that timely and concentrated action would be taken in this ngard, 

2.22. The normal accepted method nf purchase of stores by Govern- 
- ment purchase agencies is to invite tenders and accept the lowest offer sub- 
ject to technical suitability. capability of the tenderer, etc. If necessary, the 
offers and other terms and conditions arc negotiated with the tendems after 
the opening of tenders. This method has a certain sanctity and secrecy at- 
tached to it and ensures purchases in the most competitive manner. In 
regard to purchase of fertilizers from abroad, however. th- Committee find 
that while it is obligatory to make purchiises made through tenders in res- 
pect of purchases made against US and Canadian Aid loans, the position 
in regard to other sources of purchase has varied widely from time to time. 
While purchases prior to 1966 were made by the Department of Supply 
mostly as a result of tenders, an analysis of 176 contracts relating to the 
period from 1970-71 to 1972-73 discloses that 34 contracts for a total 
quantity of 6.71 lakh tomes for purchases against loans and crsdits other 

-- -- - -- - ----. 
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than US and Canadian Aid loam (U.K., West Europe and Japan) wue 
placsd by nagotlatsons 

. . only and 36 contracts (1 1.95 lakh tonnes), 30 con- 
tracts (5.68 lakb tonn~) and 26 cantracts (3.34 lakh tomes) r e l a w  to 
p u r c h ~ s  against free foreign exchange were placed respectively by 
n@atimq tenders followed by negotiations and by tenders. S u b  
quently, during 1973-74 and 1974-75, the entire quantity (19.20 lakh 
ton- and 24.99 lakh tonnes) had been purchased only by negotiations. 
On the other haad, all the fertilizer purchases by the other procurmat 
agency, Minerals lud Mezals Trading Corporation, from Rupes Payment 
cou& egainst bilateral trade agree'ments ,with them were negotiated 
wi* t& Government enterprises of the countries concerned. - % 

The Committee observe that conilicting views have be- t.) 
2 .  rg I_)Lcpn. of Supply -- -- ma of rro~dm expressed in regard to the comparative advantages and disadvantages of 

-crlr a patiluer,-- purchases througb negotiations and through tenders. W e  the Depart- 
ment of Supply haw maintained that inviting tenders was not the best 
method of purchase and that purchases by negotiations h d  been found to 
be more suitable, the Committee have been informed by he representative 
of the Minerals and Metals Trading Corporation that while the methodo- 
logy of purchase to be adopted was difficult to determine, a "judicious 
cambination" of purchases by both tenders as well as negotiations depen- 
cEq an market conditions was considered a d v i d e  and would l a d  to the 
most economic buying, and that the selection of tbe method of purchase 
would necessarily have to depend on a judgement of the market situation 
at a giveo point of time. The Committee also understood that while 



Do. 

tm&s arc expected to estsblisb reasonable prices and to indicate tbt 
market aend, tbsn was no guarantee that 'rings' would not k formed 
betwcc~~ the rupplien for quoting higher t h  market prices and that while 
alling for tendm and acceptance of the lowest offa might be satisfactory 
in a dl-orgPnisad market for a commodity the supply of which is well 
in balance with the demand, it was not always possible to adopt the tender 
system for buying fertilisers. On the o tha  hand, the Report of the Food 
and Agriculture Organisation (FAO) on the State of Food Agri~ulw, 
1973, points out that export sales are normally an tender which mulU 
in a m a i n  amount of flexibility with smaller lots usually commanding the 
highest prices. ,-- I 9 

While the Committee concede, in the circumstances, that it 
might perhaps be difficult to lay down any rigid norms for the methodology 
of purchase to be adopted, they would, however, emphasise that before 
deciding upon the method to be adopted in a particular situation, dl the 
pros and cons should be carefully weighed and the method which would 
prove most advantageous to the country adopted. In order to safeguard 
against the possibility of arbitrary and ad hoc decisions, it would also be 
advisable to invariably record the reasons for adopting a particular method. 
The Committee also feel that it would bk worthwhile to make a compaxativc 
d y  of the metbods adopted in the past so as to determine what u m t  
wrong on d i r e a t  occasions, as we11 as those adopted by otha countries 
like USSR and China, and see what improvements can be h g b t  about 
in tbe present methads to obtain fertilisers at internationalb cornpetitin 
prices and also on an assured basis for meeting the country's tequiremmt 
adequately and in time. In any case, it should be possible to maintain 
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strict confideatiality about the quantum of purchase of fertilisers contemp- 
lated so that when the country is forced to enter the world market as a 
Irugt: scale buyer, prices do not increase unnecessarily thus placing the 
country at a disadvantage. 

cl. Dcptt. of Supply Since the methcxlology to be dopted for the purchase of fertilisers 
9 '44  - - -  ---- Dm,t. or Agrimlturc mcessady depends on a judgement of the market situation at a given 

-- - - - .--- .- point of time, it is absolutely imperative that the purchase agency is armed 
CbaDio18 Fcrtilimn with all relevant data relating to international pmduction trends, avaikbi- 

liw of fertilisers, behaviour of world prices, rece-nt happenings on the world . 
fcrtiliser front. etc. so as to be in a position to regulate imports in the 
best interests of the country. The Committee have been informed in tbis 
connection that apart from the information gathered from intenmtional 5 
journals and publications devoted to the fertiliser trade as wen as from 
circulars 'received from certain international suppliers, the Department of 
sdpplp also obtained monthly reports from the Supply Missions in London 
and Washington and consulted the embassies in Tokyo and Washington 
and the High Commission in London as to the appropriate time for making 
purchases. It has also been stated that reports were obtained horn time 
to time from the embassies in Kuwait, Ottawa, etc. Relevant econoanic 
information relating to market trends, prices, etc. is also understood to 
have been made available by the Commercial Counsellors posted at various 
Irtdian lhissions abroad. I t ,  however, appears on tbe evidence that these 
art only. recent developments and that prior to 1973-74, the dnanpmeats 
in this regard left much to be desired and the coordination between the 



embassy oliicids and the purchase organisatioo/dekgatiom was rather 
unsatisfactory. As has been admitted by a representative of the Depart- . 

mant of Supply, apart from making arrangements for the stay of the dele- 
gations, the officials of Indian Missions abroad, with the exception of Rome - 
and Tokyo, were not of any direct concrete assistance earlier in the matter 
of makine available commercial intelligence on a regular basis. The Chair- 
man of the Minerah and Metals Trading Corporation also conceded that 
when shortages began to develop in 1972 in the international market 
pushing up world prices. the consequences of fertiliser availability and 
prices were still to he understood in India. A representative of the 
Department of Expenditure (who had been associated with various purchase 
delegations) also informed the Committee that though during 1973-74 and 
1974-75. delegations were sent abroad or suppliers asked to come to India 
for negotiations onIy when the Indian Ambassadors advised that it was 
the proper time for makine purchases, "there may have been a few excep- 
tions in the past." 4.8 

That there was no effective channel of conimunication between the 
Department of Supply and the Indian Missions abroad for a regular a d  
continuous exchange of information prior to 1973-74 is also evident from 
the fact that though instructions had been issued in 1967 to all tk Indian 
Mbassks/High Commissions abroad to furnish monthly reports, in a 
stmdardised proforma, in regard to availability of various types of ferti- 
lisers, trend of prices, etc. the requisite information had been received from 
a few Missions only and that too not regularly, necessitating the issue of 
fresh instructions on the subject by the Ministry of External Affairs in 
April 1973. Even thereafter, during the period from May 1973 to Aueust 

- - -  - - -- - - - - - - - - - .- - - - --- 
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1974, while only four reports from Washington, five from T o b o  and six 
from Kuwait bad been received, no reports had been received from London, 
Paria or Ottawa and it was only in June 1975 that one report had been 
funishad by the Indian Embassy in Paris. It also appears that during 
this period, the Department of Supply had not actively sought the cooptra- 
tioo and assistance of the Missions abroad and their inaction in this regard 
between 1967 and 1973 in spite of the fact that the requisite reports were 
uot being received regularly needs to be explained satisfactorily. It is also 
regrettable that the question of non-receipt of reports even after tbe issue 
d fresh instructions in May 1973 had been taken up with the Ministry of 
Elannal Main only after a lapst of nearly fifteen months, in August 1974. + 
As this was a period when there were violent fluctuations in the interne- g 
ticma1 market for fertilisen on account of the general transformation of the 
iaternrtional economy into a seller's market, adverse weather conditions, 
ctc.. the Committee feel that the timely collection of market intelligence 
would have ensured better planning and regulation of imports. 

All this brings into sharp focus the need for improving tbc 
system of timely collection of market intelligence and for strengthening the 
Commercial Wings in Indian Missions abroad. The general impression 
that Indian Missions abroad, with the exception of one or two large ones, 
arc not adequately equipped to gather necessary intelligence, on a scientific 
baris, on a commodity like fertiliscrs also needs to be dispelled. The 
Committee bavc been informed in this context that efforts were kiag 
ma& to rrtrengthea the Commercial Wing at five stations, raise the status 



ot tbc cxbcmg Commercial OBicas at two stations and create rn wtvps 
at eight places. While tbey would like to be apprised d the prograss 
mde i tht rqpd  so far, tbe Committee would like tbe dkcrs rraving in 
tbe C4untry'r Missioas abroad to be wtll-Vained and weft versed in the 
nuances of g8thenng information of commercial value and feeding it back 
in time to th various gwcfnment agencies at home. Now that the 
Mncrals and Metals Trading Corporation has been entrusted with the 
responsibility of procuring fertilisers both from the Rupee Payment Areas 
aod Osneral Curnzlcy Areas, the Committee expect that more effactivt 
p~c wcn$d be made of commercial information and market id i ipnm 
cdkctcd from various m c e s  and tbe system therefor plrcad on a more 
dQtidc and dimer foot ing.  

Accordins to it decision taken by the Committee of Secreurits t 
0 

on Intanal Affairs in February 197 1 and reiterated by the Finance Miistar a 

m May 1971 no Megation was to be sent abroad for the purchase of fed- 
lim and ordinarily suppliers were to be invited to come to Lndia if nogo- 
ricrtions were considered necessary. It had been further clarihed in 
February 1972 that a departure from the policy of hdding negotiations 
in India fa prchascs from abroad would be allowed only if in the mtkwal 
interest. Tlst Committee are, however, concerned to find that the policy 
has been honoured more in the breach than in observance and that during 
the period from 1971 -72 to 1974-75. as many as IS purchase delegations 
d the Departmmt of Supply and 4 dclcptions of the Minerals and Metals 
Trading Carporation bad visited various countries of the world and an 
expenditure of nearly Ra. 6 lakhs had been incurred on these accounts. 
The Committee have been informed in this connection that c l e ~ c c  for a 

c- -- - -- - 





d an~ruoniunl sulphair, w h ~ c h  h-as been discussed later in this Report, 
that on account of the Secretary of the Lkpartment of Supply Wig away 
from the country on one such visit, negotiations with the suppliers from 
mother country invited to India had to be postponed at a time when world 
ferriliser prices were  sing, resulting in purchases at higher prick subse- . 

qucntly to the dztrinicnt of national interest. In these circumstances, the 
('ommittce have their r2wiwtions about the real utility of such visits abroad. 
' l k y  would, thercforc, u r p  Governnient to review carefully the need for 
these frequent visits iwd approve them only after a thorough examination of 
their justification, wh~ch should be invariably recorded, and only on oc- 
casions when i t  is co~~sidered absolutely inescapable in the country's wider 
intcrcst. 4 

-Do- What, howcvrr. c:tuccs grc.iter concern to the Committee is 
the iibsencc of any clearly defined criteria for determining the composition %; 

.. w ~o 

ot feitiliscr 1wr&;tst* dcleg,ltions and the lack of uniformity in this regard. 
While the Conimittcc have hecn informed by the Commerce Ministry that, 
on grounds of economy. the Minerals and Metals Trading Corporation had 
been scnding usunlly only onc-man delegatinns in the past for purchasing 
fertiliscrs :lnd othcr commodities. they find that the Department of Supply . 

11;ive heell adoptin2 different nornis at different times in regard to their 
dricpation~:. I hut;. tvliile flit rlclcgation ccwprised of only the Secretary of 
the Departmcrlt on one trcasion (November 1971 to Japan), the Secretary 
had by (hc Deputy Sccretary dealing with fer t i r i r s  CHI 

two w a s i m s  (July 1971 and .luly-August 1972). by the Deputy Secretary 
and one representative of the Financc Minktry on seven occasions (April- 
May 1972, May, lY72, September. 1972. November-December. 1972,. : 
March 1'373. A~lpust. Scpten1h.r I973 arlcl Scpternber 19731, by the Deputy 

--- - - -  - - -  ----- -; --. . - - -. - . - - . . . - .- . -A. + 
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Secretary and two representatives of the Finance Ministry on four W 
(April 1974. May 1974. June-July 1974 and November-Decemba 1974). 
Apart from informing the Committee that the composition of various dele 
gations was duly got approved by the Fertiliser Purchases Cornminee, 
Minister of Supply and thc Screening Committet of Secretaries. the Dtpart- 
t~~nnr of Supply have not been in a position to explain tbt criteria on tbe 
bacis of which the selection of personnel for the delegations was made. 
The reasons for the non-inclusion of a Finance represeatative in the dele- 
gations sent abroad between March 1971 and January 1972 and f a  the 
inclusion of two reprmentatives of that Ministry in the delegation sent to 
Japan in January-February 1973 have also not been satisfactorily ex- 3 plained. As regardc the inclu4on of thc Deputy Secretary in some d the o 
delegations, the Committee have hem informed that as it waa not possible 
for the Secretary to carry all relevant information with bim and also in 
view of the necessity to have conwltatims as to how best the negotiations 
could be conducted. he had been included to render assistmce in this 
regard. If this were indeed so. it is not very clear why the official, who 
is supposed to he "convetsent" with market trends. prlccs, ctc., had becn 
exchded from the deleeation to Japan in November 1971, which armp- 
rised of only the Secretary of the Department and also from the delegatloas 
that were sent ahmad dvriny 1974-75. 

2 . 6 3  Deptt. of Suppl J ---- - The Committee have also been informed by the Chairman d 
Deptt. of Agriculture the Minerals and Metal5 Trading Corporation (who was also a amber of - ---- -- - - 

Chanialr & Fcrtilisers. the Fertiliser Purchases Committee) that the Fertiliser Purchase Com- . . 



mittec only took a decisioq on the short point w k t k  it w dsaitrMs tot 
a purchase delegation to be sent abroad when negoeiatim could oat take 
place in India and did not specify nbat should be the size and campoiition 
of the delegation. It would, therefore. appear prima fade that this quer- 
tion had been decided often in an ad hoc or routine manow. . The Corn- 
mittet recommend that well-defined and clear-cut criteria and principles 
should be prescribed in this regard and the size and composition of p r -  
chase delegations determined after a most careful consideration and scru- 
tiny and expenditure thereon kept to the b k t  minimum. The dde- 
stions should also comprise only of persons possessing the requisite ex- 
pertise and specialiscd knowledge of the commodity that is to be purchased. 

& 
21 

a 8 1  Deptt.ofSupp1~ As pointed out earlier In this Report great care should be t a k a  in - 
~ ~ p n ~ f w ~ & ~ ~  aannine for the import of a commodity like fcrtilim, which is acutely 

sensitive to world demand. supply and price trends. In this context the 
timely and most economical procurment by availing of the best market 
conditions assumes importance. The Committee, however, 
regret to observe that in this panicu1;w case failure to anticipate the require- 
ments of the seeding programme of a public sector undertaking and place 
the indent well in advance had resulted in avoidable purchases at coasi- 
dcrably higher prices in the donwstic season of the foreign country. 
Though it has been contended hy the Department of Supply that ia this 
particular case the payment of hiphcr prices was inescapable as part of thc 
quantity was required in April 1971, which happened to be domestic season 

-L of the foreign cauntly, the Committee have bem informed by the Chair- _ - - -  - ---- 7j 

7-- -- -*----- _ - - -- -- 
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nian of the Minerals and Metals 7-rading Corporation that there was no 
harm in getting shipments during the domestic season if the contract had 
hccn concluded carlicr and that while the time of procurement was impor-: 
tiint, the time of iictual shipment wiis not very material. It has also W 
conccded by the representative of the Department of Supply that there 
was an avoidable mistake in not placing the indents well in advance so as 
to secure an ;idvantage in prices. 

36 2 83 Dept t of . - .-.- Supply .-- In this context. the Committee tind that the Department of Agriculture 
&$tt.of~priculturc aware of the r~quircnlcnts of di-ammonium phosphate for the pub& 

wctor undertaking (Tmmbay Unit of the Fertiliser Corporation of India) a 
in lhc beginning of November 1070 itself i f  not earlier. Yet it was only 
d te r  n lapse of 1 4  nion~hl; 111 i !  thc indent was placed, on 17 December 
1970. on thc Ikjlartnicnt of Su,lply. While the reasons for this delay need 
to hc crxplaincd. ;l further &I;,! of irbout two months occurred ih floating 
the tcnders. Exphinine the xasons for this delay, the Department of.. 
Suppl) 1i;ivc ~ t i i . ~ d  i ? l t ~ ~ - i i / l ( i ,  that procurement action could be initiated 
hy them only after i t l lo~ar:~w of funds. which was made by the Depart- 
ment of Ilconomic Affairs on 3 January 1971, and that some delay also 
cxcurred because the C'anat!:m Government had to be consulted about the 
timing of thc issue of tcndcrk The Committee, however, find that the ' 

Supply Jkpartment had hren asked by the Agriculture Department, on 
17 December 1970. to initiate p ~ ~ m r e m c n t  action in anticipation &that 
advantage could be taken of the slack season price. . . .  

. . 
. . 



-do- It is, therefore, amply evident that the handling of this purchase both 
by the Department of Agriculture and the Department of Supply has 
beeo rather unsatisfactory. Purchase at higher prices an a pka of qency 
of requirement could have well been avoided Sn this case had the planning 
been done in advance and more effectively and the indents placed in time. 
As has been pointed out by the Fertiliser Purchase Committee, t&wts 
should have been made lor procurement well in advance so that the 
purchases did not clash with the domestic season, and this is especial3y 
necessary in regard to the requirements of public sector projects whose 
requirements can be anticipated in advance. The Committee need had'y 
emphasisc the necessity for a wellcwrdinated. timely and concerted action 
in this regard and they expect that. benefiting from this experience, 
necessary steps will be taken to streamline the procedures for planning 
for the import requirements of public sector projects. The Committee 1.3 
would like to be apprised, in some detail, of the remedial measures elteady 

' 

taken or contemplated. 

Incidentally, the Committee note that copies of market intei- 
lipcncc rcpons from Indian Missions abroad are also sent to the Depart- 
ment of Agriculture rrnd it should have. therefore, been possible for that 
Deparm~ent to have made use of these for piacing the demands at the 
proper tim taking into account the market trends. That this was not 
done in this caw would indicate that little or no use is made by the 
Department of the market intelligence received by it. As the agency 
mainly responsiblr for ensuring that fertilisem are procured aad o d e  
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available on time and for coordinating various a d i v i h  in this regard, thc 
Department should also constantly monitor the behaviour of the mark& 
availability, etc., and not leave it entirely to the procurement agencies. 

39 s . I 19 Dcptt. of Supply The Committee are concerned to note that in this case, as a resdt of 
Deptt. of Agriculture failure to make a proper and timely estimate of the requirements of am- 

monium sulphate and consequent postponement of imports till the stocks 
were exhausted, distress purchases of below-specific action fertiliser at 
higher prices than those prevailing in the market had to be resorted to 
on a plea of urgency. They find that whiie the original import programme 
for 1971-72 provided for the import of a total quantity of only 1.70 Iakb 3 
tonnes (1 lakh tonnes from Japan and 0.70 lakh tonnes from Wtxt J3rope), 
the final requirements intimated to the Department of Supply in May, 1971 
were more than two and a half times the requirements initially computed. 
Admittedly, no demand had been projected for this fertiliser on the Do- 
partment of Supply in 1970 and, in fact, no purchase of ammonium sal- 
phate was effected from the United States (where the f.0.b. price was 
2 dollars per metric tonne in 1970 as against the prices of 13.25 d o l b  
per tonne and 14.80 dollars per tonne paid in August, 1971 and SeptUllbesr. 
1971 for purchases of ammonium sulphate from West Ewope and Japan 
respectively) after July. 1969 t iU the present proposals were finatised in 
May, 1971. The representative of the Department of ~gricnlture ~ S O  

conceded during evidence that the purchase strategy had been serio- 
affected in the absence of a market buffer and pipeline provision and that 



they dways tried te get their imports "when the stwclcs had rua dam 
almost to the last tonne" which was "very weU h o d  to the soppla 
who "hine exploited us year after year." That sucb a situatim should 
have been allowed to develop in spite of the fact that ammonium sulphate 
is known to be a preferred variety of fertiliser among the farmers is pan;l- 
ing, to say the least. Even if the elementary precautions of taking into 
account the quantities in the pipeline and of building up of a m e e t  bu&t 
had not been taken, the Committee fail to appreciate why the downward 
erend in prices of ammonium sulphate during 1970 had not been taken into 
account by the Departments of Agriculture and Supply and timely pm- 
chases a t  advantageous prices resorted to. The reasons for postponhg 
purchases till the stocks were exhausted have also not been satisfactorily 5 
explained. It would, prima facie, appear, and this has also been pointtd 
out in no uncertain terms by the Secretary. Departmat of E k p n d h c ,  3 
that tbere was something radically wrong with our planning and pn>ca* 
ment of fertilisers which placed us at the mercy of the suppEers and give , -. 
11s little leverage in negotiations. +-a 

'4-1 

-do- The Committee find that even after the requirements of ammonium d- - 

phate had been intimated to the Department of Supply, there was a dill+ 
rence of opinion between the Secretary, Department of Supply and the 
Mjnistly of Finance about the strategy to be employed for thii purchase. 
While the Department of Supply wanted to send a delegation to West 
Europe for the purpose before holding negotiations with the Japanese sup 
pliers whose prices were generally higher so that wchase Erom them did 
not push up the West European prices, a policy decision had been t a k a  
that instead of sending delegations abroad, quotations should be invited 
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and the suppliers requested to come to India for negotiations, if necessary, 
as such a method would facilitate prior consultation and approval within 
Government and generally result in better terms of purchase. Accordiogty, 
offers had been invited from an organisation (Nitrex, Zurich) representing 
most of the West European producers of nitrogenous fertiIisers and from 
whom bulk of the purchases from West Europe were regularly made, on 
IS June 1971 and while communicating their offers by telex on 22 June 
1971, Nitrex had also stated that their delegation would be ready to visit 
India at short notice in case the Indian purchasing mission was unabla 
to visit the suppliers in Europe. This had been followed up by another 
message received on 29 June 1971 wherein Nitrex had stated that their o 

-1 delegation would be arriving on 7 July 1971. Yet, strangely enough, a +a 
proposal made by the Department of Agriculture that urgent action to meet 
emergent requirements should be taken by sending a delegation to Japan 
appears to have been approved a day later, on 30 June 1971, in spite of 
the fact that it was known by then that Nitrex were willing to come to 
India on 7 July 1971. resulting in the postponement of negotiations with 
the West European suppliers till August 1971, by which time Nitrex had 
increased their price to 13.50 dollars (f.0.b.) per tonne (as against the 
earlier June offer of 13 dollars per tonne) on the ground that they were 
completely sold out and even had to refuse an offer of 20 dollars from 
Brazil. 

2 .  121 Deptt. ofSupply The Committee are unable to understand why the lower offer of Nitrex 
-- - -- 
Deptt. of Agriculture for ammonium sulphate was not clinched in July itself e S ~ e i a l l ~  *en the 

foreign suppliers .themselues had. agreed to come to hdia b r  ~lqoriaUm. 



It would, prima facie, appear that these negotiations had to be postponed, 
much to the country's disadvantage, only on account of the Secretary of 
the Department of Supply having to proceed to Japan for emexgat pur- 
chases of ammonium sulphate. It is surprising, to say the least, that the 
negotiations could not have been conducted as scheduled by other nspon- 
sible Government officials, even if it had been considered nbsolutely in- 
escapable for the Secretary to proceed to Japan. Tt is also significant that 
the suppliers themselves had pointed out, when negotiatims were ultimately 
held with them in August 1971, that had the negotiations been held even 
as late as in July 1971, they would have been able to supply the full quanti- 
ties of fertilisers required and that it would also have been possible t a  
negotiate "substantially better prices". In these circumstances, the Com- 
mittee have to regretfully conclude, despite all protestations to the con- 
trary, that this deal had been handled in a thoroughly unsatisfactory man- 
ner and that the then prevailing trends in the international fertiliser market 
had not been properly taken note of and utilised to the country's advantage. 

do Tt has, however. been contended by the representative of the Depart- 
ment of Supply that as a result of a 'Package deal' for ammonium sulpbate, 
urea and CAN negotiated with Nitrex in Auyst 1971, while the prici 
of ammonium sulphate was increased hv 25 cents per tonne, a reduction 
of 4.10 dollars and 15 cents per tonne had heen obtained respectively for 
urea and CAN and that there was thus ;In overall saving of 157,030 dollars 
from the deal as against the higher price of 10,000 donars paid for 0.40 
I ikh tonncs of ammonhm sulphate. The Committee, however, find that 

.- . . . . . - , while submitting their quotations, on 22 June 1971, for these three varie- 
. . ties, of fertilisers, Nitrex had not specifically stipulated that the offer should 



be treated as a package. Besides, it would also appear from the evidence 
made available to the Committee that even the initial offer of 13 
per t o m  in respect of ammonium sulphate had little or no releJancz to 
the market trends then prevailing. Admittedly, there was a downward 
trend in the prices of nitrogenous fertilisers at that time (June-July 1971) 
and in fact, the Secretary of the Department of Supply had also gone on 
record, during negotiations with the Japanese Suppliers in July 1971 that 
the price quoted by Nitrex was only an initial offer and that "'he was con- 
fident that he would be able to get a reduction of at least $4 to $5 when 
negotiations were held with Nitrex." It is also significant in this context 5 that Nitrex themselves had stated at one stage of tlie discussions slbse- 
quently held in August 1971 that had the purchase been negotiated in 
July, it would have been possible for the suppliers to sell the material at : 
7 dollars per tonne, the price at which ammonium sulphate had been &ld 
to the United Arab Republic. Simialrly, even in respect of urea which 
subsequently formed part of the package deal offered by Nitrex, the Secre- 
tary of the Department of Supply had observed in a note dated 25 June 
1971, that the price of 59.60 dollars per tonne (f.0.b.) quoted by Nitrex 
was not in keeping with the then current world prices of urea. It is, 
therefore, amply evident that the suppliers had kept a cushion in their 
initial quotations and had successfully exploited the country's helplessnw 
to their advantage and the Committee are unable to accept the Depart- 
ment's conteatior in this regard. 



43 2. t ~ 3  - bcptt. of Supply Admittedly, even in respect of the purchases made horn Japan in 
Deptt. of Agriculture August 1971 at 14.80 dollars per tonne (f.0.b.) the Japanese sqqiliers 

evidently took advantage of the urgency of the Department of Agriculta~e 
for ammonium sulphate, even though a reduction in price was also indica- 
ted by the general downward trend in prices of straight nitrogenous fd- 
k r .  That the Japanese prices bore no relation to the prevailing interna- 
tional prices is also evident from their subsequent sale in November 1971 
(when world fertiliser prices had started rising) at 14.15 dollars per tonne 
(f.0.b.) against the price of 14.80 dollars per tonne (f.o.b,) accepted only 
three months earlier. What is even more disconcerting is the fact that the 
acidity of the ammonium sulphate p'urchased from japan was much 
mope than that provided in the standard specifications (0.25 per 
cent as against 0.025. per cent specified) which necessitated pream- 
tions being taken to prevent absorption of moisture during transit and at 3 tbc time of unloading. In regard to the acceptance of below-specificatioa ., 
supplies, the Committee have been informed that it was felt that thtrer' 
would be no harm in accepting such supplies an account of the consider- ; 
able price advantage offered. While this argument could perhaps be put 
forward in respect of the quantity of 1.36 lakh t o ~ e s  purchased in 
Nwember 1971 at a price of 14.15 dollars per tonne (f.0.b.) when world 
prices had started rising, the Committee cannot, however, understand the 
rationale for accepting in August 1971 below-specification s e e s  at 
prices which were admittedly considered commercialIy higher. Bcside~, ' 
it is also not clear what precautions were taken to prevent damage to the 
fertilisen and bag rot after their receipt in India, particularly at the ~tomge 
caum and distribution outlets. The Committee would, therefore, seek 
nore speciiie clarifications in this regard and would like, to be informed 

. 1 



urgcatly whether my complaints were received after the fertiliser had been 
cleared from the port and tiu it had actually been sold and used in the ficld 

44 2.124 Deptt. of Supply -- 
~ e i t c o f  ~griculture 

It would also appear that in spite of having gone in for emergent gar- 
chases at high prices, the fertiliser was not available in adequate quantities 
when it was actually required. Though the Department of ~ g r i c h u c  
had indicated that they would require two lalh tomes,of ammonium d- 
phate by Cktober 1971, orders only 0.41 lakh tonne could be placed by 
August 1971 and a further quantity of 0.77 lakh tomes ordered in Sep- 
tember 1971, leading to further purchases to cover the balance demand 
only in November 1971 actual shipments being completed only by Ma& 
1972. Besides, as would h seen from the discussions in the submpmkt 3 
section of this Chapter, the supplies against the orders for 0.37 lakh tonncs 
placed on an Italian supplier at the same price as in the case of o d c ~  
placed on Nitrex ( 13.25 dollars for tonne) commenced only as late as 5n 
October 1972 on account of delay in completion of various formalities. 
Admittedly, the time available was too short "to carry out mean- 
discussions with the Japanese suppliers who sensing the q~imtUm and 
urgency of the requirements, exploited the situation to their advantage. 

1.125 Do. This case, therefore, brings into sharp focus a number of glaring de- 
ficiencies in the planning and procurement of fertilisers and emphasises the 
need or evolving a more folproof strategy. As has been rightly pointed 
out by the Secretary, Department of Expenditure, there could be better ad- 
vance planning of requirements and also more confidential handling d 



purchases without making the urgency of om requirements known to the 
suppliers. The Committee note in this conncctim that the Secntarg, 
Department of Expenditure, as well as the Secmaq, Department of Sup- 
ply had analysed the causes that led to the u~witisfadory situation in tha 
present case and had suggested a number of remedial measures for thc. 
future. Action was also to be initiated by the Department of Agricvlturc 
on the suggestions of the former and a paper prepared for discussion before 
the Cabinet Secretary. It, however, apdears on the evidence, thet some. 
concrete steps, like a more realistic assessment of requirements, building up 
of a buffer stock, timely placing of indents, etc., have been taken only as 
late as in 1975. The Committee would, therefore. like to be informed in 
detail of the specific steps taken in pursuance of the suggestions of the 
Secretary, Depaftment of Expenditure between August 1971 and June 
1975, especially in the context of the rising trend in world prices of fed- %. 

-.. . lisers coupled with non-availability during this period, and to ensure tbat 
procurement was made before conditions of scarcity developed . and a 
situation, as in the present case, in which the country had to yield to the 
dictates of the suppliers was avoided. 

Do, The Committee regret to note that as a result of the delay of nearly 'a 
year in completing the necessary payment formalities for m a h g  par- 
chases against Italian Suppliers Credit (obtaining approval of the Italiau 
,Government, arranging advance payments to the supplier, openiw of Letter 
of Credit, etc.), supplies of ammonium sulphate, orders for which had been 
placed on grounds of urgency in September 1971 and required by Novan- 

--- . -- -,. ---- _ _ _ _  ._- -- - - -  -- -....- - . 



ber 1971, could commence only in October 1972, thereby dislocating the 
procurement programme. Besides, on account of the increase h b CdtF 
cost of the fertiliser following the considerable increase in the fre ' i t  tatts 
in the meantime, only 0.32 lakh tonnes as against 0.37 lalrh tannes ini- 
tially contracted for could be procured. which must have obvimly affect- 
ed availability of the fertiliser for the country's agricultural production pro- 
grammes. While the Committee are not unwilling to concede that some 
of the delay might be attributable to factors beyond the Indian Govern- 1 
ment's control, they cannot, however, help feeling that the time taken for 
the completion of the formalities in this case was somewhat abnormal. 
They are also of the view (after an analysis of the chmmlogicd sequence -6 
of various events relating to this purchase) that much of the delay could 
well have been avoided by more effective coordination between the sl$clrcies 
involved and better follow-up action, particularly when it was not un- , 
known that among all credits the Italian credit involved the most cumber- 
some procedures in the context of earlier purchases made from l a y .  For 
instance, the Committee find that though the ~talian'firm's d e r  had been 
accepted on 25 September 1971, the contract was issued by the India 
Suppfy Mission, London, only on 17 November 1971, and ~mfllQneats to 
the contract issued respectively on 1 Mar& 1972 and 1 April 1972. 
also appears to have been some dispute over the rate of interest payable 
*ch took over five months to be resolved. It is not clear to the Corn- 
*ittee why this question could not have been settled-in SepeIllber 1971, 

* 



47 3 -- Depa. of Supply -- 
Dcptt. of Aqiculure 

itklf, when the terms and conditions of the offer must have presumably 
been gone into before acceptance thereof, and why it should have taken 
nearly two months for the Department of Economic Mairs to ask the 
Department of Agriculture, on 12 November 1971, to "consider in deptb" 
whether they would agree to the increased rate of interest of 6 per cent 
as against 5.8 per cent charged in the earlier contracts under credit Action 
to obtain the ltalian Government's approval also appears to have been ini- 
tiated only as late as in May 1972 and it required further protracted cor- 
respondence between the Departments of Agriculture and Economic 
Affairs and the Indian Embassy in Rome before the necessary approval 
was obtained on 4 July 1972. What is more surprising is the fact that 
even after all the formalities had been completed after a considerable l a p  
of time, further delay should have occurred on account of the IRtter of 
Credit being opened in a wrong bank . P 

00 
W 

This case, therefore, underlines the need for streamlming and rationalis- 
ing the procedures with a view to eliminating avoidable delays in the com- ' ' 

pletion of formalities relating to purchases from abroad. The Committee 
note in this wmection that the question of simpllficatim of procedures 
in respect of Italian credits was discussed with officials of the Department 
of Economic Mairs on 13 April 1972, who had then adviscd that thqe 
was no immediately solution to the problem of Italian Suppliers Credit and 
that meaningful discussions with the Italians could be held only after ihe 
Italian elections in June 1972. They would, therefore, like to know whether 
these discussions were held subsequently and if so, what specific steps 
were taken in this regard. The Committee would also like Government 
to undertake a selective case study of purchases from various countries with 



I _ I__  -- _--. __-_-..~- 

a view to assessing the time taken at various stages from the placing of 
the indent to the commencement of supplies and determining what im- 
provemcnts could be effected in the procedures for the processing of pur- 
chase proposals. An attempt should also be made to eliminate all nm- 
essential stages and to reduce the time taken for processing the proposals 
as  each stage. Thc Committee would like to be informed of the measures 
taken in pursuance of these recommendations and the improvement ac- 
t uay  effected. 

4 b 2.142 Deptt. of Supply This is yet another instance of lack of foresight in planning for imports 
. . 
I .  Deptt.-of ~ ~ r i c u l t u r F  and of failure to initiate timely action for procurement fmm abroad after E 

taking into account the developments on the domestic as well as on the 
international fertiliser front. The Committee are perturbed to note that 
considerable delay had occurred at various stages in arranging for the im- 
ports of fertilisers to meet the requirements of Kharif 1972 and Rabi 1972- 
73, resulting in the postponement of purchase till the already depleted 
stocks had reached "a dangerously low level". To begin with, the Com- 
mittee find that even though the fertiliser requirements for Kharif 1972 
and Rabi 1972-73, to which the present purchase of urea related, were 
finalised on 4 November 1971 itself and hid also been communicated to 
the Department of Economic Alhirs on 6 November 1971, it was only a 
month later, on 7 December 1971, that a working group was constituted by 
the Committee of Economic Wetaries for making a fresb assessment of 
the fertiliscr supply position vis-a-vis demand. While on the ~ommendq-  



tions of the working group (I 3 December 1971), the Department d Eke- 
nomic Affairs authorised, on 30 December 1971, imports of 7.5 lakh ton- 
nes of urea from Rupee Payment Areas and released foreign exchange of 
47 million dollars for these imports as well as imports of other fertilisers 
from Rupee Payment Arcas and the Minerals and Metals Trading Corpora- 
tion was also asked to procure at least 3#lakh tonnes of urea to reach 
India before the end of May 1972, it took another six weeks for the release 
of frce foreign exchance for purchases from General Currency Areas and 
placing indents therefor on the Department of Supply. It appears that this 
delay was on account of the Committee of Economic Secretaries asking tke 
working group to do a complete review of the demand. However, as has 
been pointed out earlier in Chapter I of this Report (vide paragraphs 1.63 
and 1.64), the outcome of this elaborate exercise was not very much differ- :- - 
cnt from the projection made earlier, in October 1971, by the Standing & 
comniiltce nn Fertilisers of the Department of Agriculture. It is also seen 
from the report of this working group, that the import requirements for 
1972-?3 had been worked out by the Group on the assumption that the 
Indigenous production of nitrogenous fertilisers would amount to 14 lakh . 
tonncs of nutricnts as estimated by the Department of Fertilisers and Che- 
micals even though the Department of Agriculhue appear to have express- 
ed reservations about these estimates. (As against these estimates, actual 
indigenous production of nitrogenous fertilisers during 1972-73 amounted 
to only 10.60 I-akh tonnes of nutrients). It should have also been appar- 
ent even before 7 March 1972 when the Minerds and Metals Trading Cor- 
poration formally intimated that they would not be in a position to procure 
more than 70.000 tonnes of urea by June 1972 against tbe earlier estima- 



tion of 3 lakh tonnes. in view of the fact that though it had been estimated 
in December 1971 that 7.5 l a b  tonnes of urea would be available fmn 
Rupee Payment Areas, only a quantity of 4.5 lakh tonnes had been agreed 
upon in the trade plans actually concluded. Besides, it should have been 
possible, by timely collection of market intelligence, to anticipate that, oa 
account of adverse weather conditions in Europe in tbe beginning d 1972 
and the consequent upsurge in demand for fertilisers in East and West 
Europe, the quantities actually available in the international market would 
be far less than the initial estimates made in this regard. 

Deptt. of Supply The Committee are, therefore, of the view that these factors should 
--I I- -- 

Deptt. of Agriculture have been adequately taken note of and arrangements made to enter the 
market as expeditiously as possible. It is, however, fairly obvious, that the 
developments on the international fertiliser front in the beginning of 1972 
had not been properly understood in India and that timely remedial mea- 
sures were not taken in the context of the likely shortfalls in the indigenous 
production and in the scheduled imports from Rupee Payment Areas. That 
such a situation should have been allowed to develop in spite ob the exist- 
ence of a high level Fertiliser Purchases Committee for coordinating im- 
ports is regrettable. The Committee would urge the Fertiliser Pordmes 
Committee to have a firmer grip on the import programme and assess its 
progress continuously so that timely remedial action could be taken in tbe 
event of a likely setback to the scheduled imports &om any country on anti- 
cipated steep increase in prices or shortfalls in indigenous productioa - 
case also points to the need for improving the machinery fqr tZle timely 



collection of market intelligence on productbn aa8 price trends i. the in- 
ternational market and other factors likely to have an impact on'availability 
of fertilisers. In this connection, the Committee would invite attention to 
their obse~ations/recommendations contained in paragraphs 2.44 to 2.46 
of this Report. 

The Committee are concerned to note that in this case after having 
rejected in May 1972 an offer for NPK grade 15-15-15 at 64.45 dollars 
per tonne (C&F) on the ground that its moisture content was 2 per cent 
instead of the stipulated 1.5 per cent and only part of the phosphorus was 
in water soluble form (which. therefore, made it unsuitable for the &~ng 
programme for which it was required), a revised decision had been taken 
only two months later, in July 1972, not on any fresh technical considera. 
tion but on account of shortage of fertilisers, to accept NPK of the specs- 
cation rejected earlier for distribution to the cultivators for general 4- 
cultural purpbses. and that the postponement of this purchase resulted in, 
an extra expenditure of 86,900 dollars (about Rs. 6.52 lakhs). Explain- 
ing the reasons for not accepting this fertiliser in May 1972, the Depgrt-. 
ment of Agriculture have stated that NPK fertilisers were not normany im- 
ported, on account of their being dilute fertilisers, unless they were rcquk- 
ed for the seeding programme of specific manufacturers or when dber 
higher analysis varieties of nitrogenous and phosphatic fertilisem (e.g. urea, 
diammonium phosphate, etc.) were available and that in the instant case, 
they were not aware in May 1972 of the difficulty in obtaining higher ana- 
lysis fertilisers. According to the Department, a situation developed in 
the second half of 1972, when the availability of nitrogenous and phospha- 
tic fertilisers had become more difficult and whatever fertiliser was avail- 



able tmd to be accepted after consulting the State Governments to meet 
their demands. 

51 2 ~ j y  Deptt. --- of --- Supply -- The Committee, however, b d  that the market reports received from 
Dept.  of Agriculture the India Supply Mission, London, had indicated that shortages of pbos- 

phatic fertilisers had begun to develop from the middle of 1971 itself, if 
not earlier and that their prices in the international market were also known 
to be on the increase. It would also appear from the discussians in the 
preceding section of this Report, relating to the purchase of urea in the 
beginn~ng of 1972. that the Department of Agriculture had been aware in 
February 1972 itself, if not earlier, that the stocks of fertilisers with thc 
State Governments were getting depleted and a scarcity situation was deve .6 
loping. Besides, on 7 March 1972. it was known to the Department that 
there would be a heavy shortfall in imports from the East European coun- 
tries by the Minerals and Metals Trading Corporation and that alterpate 
arrangements would, therefore, have to be made. In these circumstances, 
the Committee are unable to accept the Department's contention and are 
of the view that prudent use had not been made of the information already 
available with the Department and adequate steps had not been taken to 
regulate imports in the best interest of the country. They are inclined to 
take a serious view of this failure and would urge fixation of responsibility 
thaefor. 

The Committee observe that though the Fertilisers and Chemicals Ltd.. 
Travaocore, had intimated their requirements of seeding material for the 

. . .  . .  - . -  . . .  . . . - .  



year 1972-73 as early as on 21 July 1971 and the material was also re- 
quired for use during the Kbarif 1972 season, a firm demand for the pur- ; 
chase of NPK grade 15-15-15 for the purpose had been placed only nine 
months later on 14 March 1972, owing to the "very ti& foreign exchange 
situation" at that time and the consequent necessity to give preference first . 
to the imports of fertilisers required by the State Governments for their 
agricultural production programmes. As a result of this delay, apart from 
paying higher prices for the purchase subsequently on the ground that the 
requirement of FACT was "also of an urgent and pressing nature" in view 
of the factory's obligation to the World Bank, the fertiliser could also be 
shipped only in September 1972 (although it was required in June and July 
1972) and could be put to use for the seeding programme of the factory 
only during the Rabi 1972-73 season. Since the requirement of FACI' 
had admittedly been intimated in July 1971 itself and its urgency should $ 
also have been known by then, it is not clear to the Committee why by \O 

proper planning this requirement could not have been included in the im- 
port programme for 1970-71, when availability of fertilisers was compara- 
t i d y  easier and prices w m  also lower. The Committee find in this con- 
text, from the information furnished in this regard by the Department of 
Supply that considerable quantities of NPK fertilisers had, in fact, been 
ordered during November 1971 at prices ranging between 72.15 dollars 
and 73.14 dollars (C&F) and they would, therefore, seek a more specific 
clarification in this regard. The delay of over a month between 11 Feb- 
ruary 1972, when the Department of Economic Affairs informed the De- 
partment of Agriculture that the seeding material requirements of FACT 
sbould be accommodated within the foreign exchange allocations already 

/- 
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made, and 14 March 1972, when the firm demand was placed on the 
Department of Supply, also needs to be explained more satisfactorily. 

53 2.64 Deptt.ofSupply - - --- - - - - - . - -- This particular case also appears to indicate that higher prices have to 
Deptt' Of Agicu'ture be paid far purchase hanced out of loans as compared with the prices 

paid for purchases in free foreign exchange. Though the Department of 
Supply lmve informed the Committee in this connection that generally, by 
and large, there was not much difference in prices between purchases made 
on credit and those in free foreign exchange, they have, however, added 
that while most of the credit purchases were confined to the source coun- 
try. there was no doubt that a global tender under free foreign 'exchange 
might result m an advantageous purchase from the point of i e w  of prices. 
A simiiar position also appears to hold good in respect of purchases of 
fertiliser plant equipment and the Committee understand that there have 
been some cases what higher amounts have been paid for credit pur- 
chases. It has, however, been brought to the Committee's notice that even 
if prices which are marginally or reasonably' higher have to be paid for 
credit purchases, Government would still prefer purchases against tied cre- 
dit on account of the need to conserve the country's scarce foreign ex- 
change resources and that while Government bears in mind the possible 
price differential in making purchases against credit and in free foreign 
exchange, necessary steps are always taken, when for any reason substan- 
tial variation is found, to ensure that the country was not a loser in the 
process. While the Committee note that assurance given in this come+ 



tion that the decision whether a particular purchase should be made 
against credit or in free foreign exchange was taken after considering the 
merits of each individual case and that in planning for the purchases QE 
fertilisers, involving as it does large amounts of foreign exchange, a "judi- 
cious r]lixtureW of credits, rupee payment arrangements and free foreign 
exchange was employed after striking a balance between optimum procure- 
ment and the least strain on Government's resources, they nevertheless 
feel that a critical study of the entire question, in all its aspects, with parti- 
cular reference to the present comfortable position of foreign exchange 
reservcs so as to effect the desired improvements should be undertaken in 
the purchase strateg in the broader national interest. The Committee 
would like to be informed of the action taken in purwance of this recom- 
mendation within three months. 

P 

The Committee are informed that as a specific experiment traders for 2 
the supply of plant and equipment for' the 'froinbay v project have been 
invited on a dual basis, one based on the availability of free foreign ex- 
change and the other based on tied credits from France and UK which 
would indicate whether the package based on tied credit was in fact subs- 
tantially higher-priced than the other. They would like to be apprised of 
the outcome of this experiment as well as the conclusions drawn by Gw- 
emment therefrom. 

The present case of purchase of NPK commented upon by Audit as 
well as the preceding two cases of purchase of urea and NPK also appear 
to indicate that the present system in which tenderslenquiries are floated 
periodically after every few weeks has not led to imports on an assured 
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(Interore Occidental and Mitsui/National Phosphates) who had not 
quoted against the original enquiry and no uniform date or time for sub- 
mission of revisedlnew offers had also been prescribed. In the second 
case of purchase (January 1973) for some inexplicable reason, an un- 
usual stipulation that there would be negotiations on receipt of the offers 
had been included in the tender enquiry itself. 

Explaining the reasons for increasing the quantity to be procured 
when the offers were under consideration. the Department of Agriculture 
have stated that the foreign exchange of 5 million dollars initially authoris- 
ed by the Department of Economic Affairs was adequate only for the 
purchase of 0.50 lakh tonnes of di-ammonium phosphate and 0.50 lakh 
tonnes of ammonium phosphate in respect of which tenders were invited 
in July 1972, (this had been revised later to 1.00 lakh tonnes of di- * 
ammonium phosphate only by the Fcrtiliser Purchase Committee on % 
17 August 1972) ,  and that when additional foreign exchange was autho- . 
rised subsequently, they had informed the Fertiliser Purchase Committee i 

that they would have no objection if quantities in excess of 1 lakh tomes 
could be ~urchased. Tt, however, appears from the sequence of even@ 
relating to fertiliser purchase during 1972-73, which have been discussed . 

in some detail in the earlier sections of this chapter, that though the 
fnreign exchange of 5 million dollars had been authorised by the Depart- 
ment of Economic Affairs on 30 Decernbcr 1971 and additional foreign 
cxchanp of 46 million dollars and 15 million dollars had been made- 
available respectively on 31 January. 1972/4 February, 1973 and 14 
March, 1972. the increased requircments had been communicated only 
on 29 August, 1972. I t  is. therefore not very clear to  the Committee, 

h_ - .  . . .  -. -. - . - . -.- 
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why procurement action could not have been initiated in respect of the 
entire quantity of 3 lakh tomes earlier than July 1972. Even if some 
delay in this regard had been inescapable, at least the additional demand 
could have been placed in July 1972 itself, if not earlier, when tendm 
for 0.50 lakh tonnes were invited. It is also significant in this context 
that in March 1972, the ruling domestic price of di-ammonium phosphate 
ranged between 71 dollars and 77 dollars pe'r tonne f.0.b. in USA and 
was 85 dollars per tonne f.0.b. in Canada as against the lowest offers of 
92 dollars per tonne f.0.b. and 93.45 dollars per tonne f.0.b. obtained 
respectively from Canadian and US suppliers in August 1972. It would, 
prima facie, appear that by better planning and market intelligence and 
by more effective coordination between the Department of Agriculture 
and Supply, it should have been possible to place demands for the entire 
quantity ab initio and also to expedite the procurement action so as to 
take advantage of the more favourable market conditions prevailiag 
earlier. Besides, in view of the fact that normally smaller quantities 
command higher prices and the larger the quantity the more competitive 
the offers would be, this might have also resulted in better offers than 
what were obtained by resorting to piecemeal purchases. Stressing, 
therefore, once against the importance of proper planning of imports, the 
Committee would urge the Department of Agriculture to sttearnliine the 
procedures in this regard. 



59 2.182 Deptt. -- of Supply -- - - -- The Department of Supply have spught to justify the decision to hold 
Deptt. of Agriculture. negotiations with the suppliers after the opening of the Qnders on the ground 

that the adoption of such a procedure for the purpose of reducing the price 
was not "altogether unusual" and was resorted to even by the Directorate 
General of Supplies & Disposals if the general level of quotation was very 
high. The Committee are, however, unable to appreciate the rationale 
for accepting without negotiations the offer of 103.50 dollars per tonne 
(C&F) quoted by three of the firms, which was also considerably higher 
than the prices prevailing earlier and confining the negotiations only to 
the balance quantity of 68,900 tonnes (1 lakh tonnes minus 31,100 
tonnes ordered on three of the firms). If at all the quotations had been 
considered high, the logical course would have been to negotiate with aD 
the suppliers. The reasons for accepting the subsequent offers of two 
firms who had not responded initially to the tender enquiry are also not 
easy to understand. In this connection, the Committee find from the 
minutes of the meeting of the Feniliser Purchase Committee held on 17 
August, 1972 and the notes dated 1 September, 1972 in the relevant fire of 
the Department of Supply that the post-tender negotiations for the balance 
quantity of 0.69 lakh tonnes were to be held only with those suppliers who 
had quoted in response to the original enquiry and that the offers of these 
two firms had not been referred to the Fertiliser Purchase Committee but 
had been approved at the level of the then Secretary, Department of 
SUPP~Y. 

In the absence of any recorded reasons, the Committee have also not 
been able to satisfy themselves about the reasonableness of the ceiling of 



11 1 .SO dollars per tonne (C&F) decided upon by the Fertiliser Purchase 
Committee on 29 August, 1972. 

1.184 Deptt. of Supply Similarly, in respect of the second case of purchase, the Committee 
--- - - --y-- 

Ikptt.  of Agriculture find that at the meeting of the Fertiliser Purchase Committee in January 
1973, the Secretary (Supply) rcad out a cable reecived from ISM, 
Washington, in which the Director Gcncral had advised that purchase of 
Di-Ammonium Phosphate (DAP) should bc by floating a tender. Shri 
Ramachmdran, the then Chairman, Minerals and Metals Trad'ig Cor- 
poration, mentioned that it had come to his knowledge that some firms 
had cornered the stocks. Some firms had also advised him that while $ 
they would be prepared to enter into negotiations, they were reluctant to 
quote against a tender. Secretary (Supply) had stated that he had also 
received overtures and indications had been given to him that if a tender 
was floated, very high prices would be quoted. The Committee note that 
the Fertiliser Purchase Committee thereupon decided that instcad of float- 
ing a public tender. all the known firms should be invited to submit offers 
which could be followed by negotiations. To a specific enquiry of the 
Committee as to at what level the decision was taken to incorporate the 
stipulation that negotiations should be entered into on the receipt of the 
offers, the Department of Supply have stated that "this was done with the 
approval of the Secretary (Supply) and Financial Adviser (Supply Wing)". 
Even conceding that this decision was justified in view of the then prevailing 
situation, the Committee consider it strange that, as decided by the Secre- 



tary (Supply) /Financial Adviser, this stipulation should have been made 
known to the suppliers in the tender enquiry itself by the Department of 
Supply. Admittedly, since the tender had indicated the possibiity of 
post-tender negotiations, the renderers had kept a cushion in their quota- 
tions. This is also borne out by the fact that wh:le rates ranging between 
102.00 dollars and 109.80 dollars per tonne (f.0.b.) had been quoted 
against this enquiry, prices ranging between 99.50 dollars and ,106.28 doE 
lars per tonne were quoted against tenders floated by another foreign 'coun- 
try about that time (February 1973). 

Since the manner in which these two purchases were handled has given 
rise to serious misgivings in their mind, the Committee desire that Gov- 
ernment should conduct a thorough probe into these cases with a view to 
ensuring that no mda fide intentions were involved. Lessons should also 
be drawn for the future and nehessaq improvements brought about in $ 

4 the purchase strategies and procedures. 
The Committee note that though the purchase of sulpbate of potash 

required for use in the tobacco season commencing in September-October 
1973 was to be made in free foreign exchange and there was also adequate 
time for making the purchase with the stock position being comfortable, 
a contract for 5,000 tonnes had been placed after negotiations with only - 
one foreign supplier. instead of obtaining competitive rates through ten- 
ders. It has, however, been contended by the Department of Supply 
that an advertised tendcr enquirv would not have yielded any better results 
in view of the fact that all thc four manufacturers of sulphate of potash 
in Europe (located in France. Germanv, Belgium and Italy) were repre: 
sented by one single selling apcnt (Potash Fertilisers Ltd., London) and 



that if an offer of the fertiliser from one of the countries was submitted 
by the agent, the presumption was that the other countries did not have 
any material to offer. Such a presumption without actually testing the 
markct or verifying the act& position does not appear to be prydent 
and the Committee would, therefore, like to know whether in fact any 
independent enquiry in this regard was made by the Department of Sup 
ply through the Indian Missions abroad or from the producers themselves 
and if so what was the response thereto. 

64 2.193 a_-- Deptt. -- of Supply Since the selling agent appears to have a complete monopoly of sales 
Deptt. of Agriculture of sulphate of potash and could, therefore, dictate his own terms and 

conditions, the Committee see no reason why Government cannot deal 
directly with the producers thus eliminating the middleman agent and 
ensure better terms, as has already been recommended by the Committee 
in paragraphs 1.60 and 1.61 of their 160th Report (Fa Lok Sabha). 
Now that all imports of fertilisers, both from Rupee Payment and General 
Currency Areas, have been entrusted to the Minerals and Metals Trading 
Corporation, the Committee would like concrete steps to be taken in this 
regard. Besides, with a view to reducing our dependence on imoprts of 
potassic fertilisers, efforts should also be directed towards hding new@ 
methods of potash recovery from all available sources within the couatrg. 

The Committee regret to note that purchases could not be made against 
certain attractive offers for the supply of ammonium sulphate received 
in the later half of 1972 and the first half of 1973 mainly on account of 



paucity of foreign exchange at the relevant time, and that when purchases 
were subsequently made possible on release of additional foreign exchange 
by the Department of Economic Affairs in June 1973, only lesser quan- 
tities at considerably higher 'pkices could be procured. Though it has 
been contended by the Department of Supply that the offers earlier re- 
ceived by them could not be considered as the necessary funds required 
for the purchase of dilute fertilisers like ammonium sulphate, CAN, etc. 
had not been made available. the Committee find that some concrete steps 
to press for the allocation of additional funds had been taken by the 
Department of Agriculture only on 9 May 1973 when this question was 
taken up with the Cabinet Secretariat in spite of the fact that the decision 
to import suitable varieties of dilute fertilisers to meet the shorfalls in the 
procurement of higher analysis nitrogenous fertilisers by the Minerals and 
Metals Trading Corporation had been taken by the Committee of Eco- 
nomic Secretaries on 4 January 1973 itself. That the imports from East 
European countries would be far less than. estimated earlier had also 
become evident as early as in June 1972 itself. Besides, as has also been 
pointed out earlier in paragraph 2.142, it should have been possible to 
anticipate the shortage of fertilisers in the international market and take 
timely remedial measures. It is unfortunate that proper advantage was 
not taken of the offers received and expeditious action taken to prcrcess 
the case_for allocation of additional funds for the purchase of dilute fed-  
lisers. Now that the procedurc for the allocation of foreign exchange 
for imports of fertilisers are stated to have been streamlined, the Com- 
mittee expect that purchases from abroad would be planned properly 



keephg in view the world market conditions and instances such as have 
been highlighted by Audit would not recur. 

66 2.112 D e ~ t t .  of S ~ P P ~  The _Committee note that though Government had been reluctant to --- . -. 

Deptt. of Agriculture import dilute fertiliserh like calcium ammonium nitrate and ammonium 
sulphate on the ground that the cost of such fertilisers per unit of plant 
nutrient was higher than that of urea (which is a concentrated fertiliser) 
and had also reiterated, on a number of occasions since 1970, that the 
use of calcium ammonium nitrate should be discouraged and substituted 
by urea, considerable quantities ( 17.44 lakh tonnes) of calcium ammo- 
nium nitrate had been imported during the period 1969-70 to 1975-76. 
It has been stated by the Department of Agriculture that while the entire "x 
imports during the period from 1969-70 to 1972-73 were against gifts 
and credits (including purchases against credit from Rupee Payment 
Areas in terms of bilateral trade agreements), imports against free foreign 
exchange had to be resorted to in the subsequent periods on account of 
acute shortag and non-availability of other high analysis nitrogenous fer- 
tilisers all over the world and that efforts were being made to keep the 
imports of CAN as low 'as possible. Now that the availability of ferti- 
lisers in the international market has improved considerably and other 
measures like lump-sum release of foreign exchange, building up of buffer 
stocks, etc. have been taken to cnsure better planning of purchases from 
abroad, the Committee trust that the need for distress purchases of cal- 
cium ammonium nitrate would be altogether eliminated. , 



In this connection, the Committee find that of the total quanti~ of 
17.44 lakh tonnes of calcium ammonium nitrate imported during this 
period, only 1.24 lakh tonnes had been received as gifts and 1.94 lakh 
tonnes purchased in free foreign exchange and that bulk of the imports 
(14.26 lakh tonnes) were against credit. The Committee are doubtful 
whether it was advisable to have utilised the scarce credit facilitis made 
available by foreign governments for the purchase of low analysis fed- 
lisers at higher prices, in terms of nitrogen, particularly till 1972-73 when 
other varieties of high analysis fertilisers were easily available. While 
they would like to know the reasons therefor, they would also urge Gov- 
ernment to ensure that as far as possible only high analysis fertilisen are 
purchased against credit. 

Another reason for the continued imports of calcium ammonium 
nitrate is stated to be the Inaian farmer's preference for it and it appears 
that tha promotional work done in this field by an European concern has 
contributed in no small measure to this situation. While the Committee 
note that the foreign concern has now stopped its promotional work and 
a number of steps have also been taken to wean away farmers from the . 
use of dilute fertilisers, they are of the view that a lot more still needs 
to be done in this regard. They would like Government to review 
urgently the adequacy of the steps so far taken in this direction and take 
necessary remedial measures. Greater emphasis should also be laid on 
the educational aspects in various promotional programmes for tbe use 
of high malysis fertilisers and concrete steps taken to strengthen the 
extension services in the villages so that information in regard to the pro- 





of liquidated damages should not have gained precedence over sou~d and 
prudent commercial principles. Since this decision has apparently frustrated 
the very purpose of incorporating the clause for the levy of liquidated 
damages, the Committee desire that this should be reviewed urgently and 
steps taken to rescind the instructions issued in this regard and each case 
judged on its merits instead of giving a virtual carte-blanche to the suppliers. 

It is also a matter for concern that while clause 10 of the conditions 
of the contracts executed by the Indian Supply Mission, Washington, p m  
vides, inter alin, that claims for extension of time on account of 'force 
majeure' shall be granted, the expression 'force majeure' has not, howcnr, 
been precisely defined or delimited by setting forth the particular evcntudi- 
ties that would constitute it, giving rise to conflicting views and interpreta- 
tions. Thus, in one case of delayed deliveries, the supplier had invoked 
the 'force majeure' clause on account, inter &a, of a breakdown in the 
plant of a subcontractor who had promised to supply him the raw material 
while the Law Ministry were of the view that this could not be construed 
as falling within the purview of the 'force majeure' clause since the con- 
tingency of a breakdown in a sub-contractor's plant was not specifically 
included or made a term of the contract entered with the firm, the Legal 
Adviser of the India Supply Mission at Washington had, however, advised 
that whenever 'force majeure' was not defined, it might imply that the 
situations covered would be those which in fact constitute acts of Gad and 
was of the view that accident at the plants would constitute such an act. 
The representative of the Law Ministry also informed the Committee that 
it was always better to have a restricted 'force majeure' clause and leave 
some room to contend that the events on account of which the clause was 
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sought to be invoked were not actually events which would fall under the 
'force majeure' clause. It would, however, appear t& be financially prudent 
to lay down some criteria, on the basis of accepted norms of international 
mercantile practice, for the determination of events that would constitute 
'force majeure', so that any vagueness or ambiguity in this regard is not 
taken advantage of by the suppliers. The Committee, therefore, desire 
that this question should be re-examined, in all its aspects, and necessary 
remedial measures taken to plug what appears to be a loophole in the 
contracts. 

7 I 2.231 --- Deptt. of Supply - As regards the specific case relating to the contract executed in April 
Deptt.of Agriculture 1973 commented upon by Audit, it appears that the supplier's plea in ~r 

regard to the breakdown in the subcontractor's plant had .been accepted 
on the basis of the advice given by the Legal Adviser to the Supply Mission, 
Washington. The Committee would very much like to know why the 
Law Ministry's views on the subject had been ignored particularly in view 
of the fact that the Legal Adviser to the Mission had not given any written 
opiaion but had only "conveyed" his "preliminary oral observations" 
through an officer of the Mission. . - 

do- The Committee are concerned to note that though, in the con@xt .$ 
promoting indigenous jute expons and the economic advantages likelq &, 
accrue therefrom, positive encouragement was not to be given to sht+t$ 
packing where jute could be more advantageously used, and in spite of the 



Department of Agriculture also having expressed prekrencq for 
tional reasons, for jute packing, considerable quantities of f m  Juoe 
been purchased from abroad by the Department of Supply from L971 
onwards in polypropylene bags to the detriment of the county's #te 
interests. For instance, it was reported in September 1972 that auk of 
4.60 lakh tonnes of fertilisers purchased from a foreign country only-77,000 
tonnes were packed in jute bags and the rest in polypropylene w. 3' 

Purchases of fertilisers in polypropylene bags had been agreed to mainly 
on the ground that prices of fertilisers packed in such bags as compared 
to jute bags were lower about 2 to 3 dollars per tonne in August 1972 and 
by about 5 dollers per tonne in January 1975. It has also been stated that 
from 1972 when shortage of fertilisers started developing, the Department 
of Agriculture had no choice except to accept fertilisers in whatever packing 
they were ,offered. It, however, appears that while assessing, in August s 5 
1972 the price advantage resulting from purchases in polypropylene bags, 
the comparative economics of the two propositions had not been examined 
in detail and the in-flow of foreign exchange by the export of jute bags taken 
into account and only a simplistic comparison between the prices quded 
for supply in synthetic packing and for supply in jute bags made. That 
this was so would be evident from the calculations subsequently made by 
a departmental committee (The Polypropylene Committee) appointed - to  
enquire into this matter, according to which the net fore@ exchange 
inflow due to the export from the country for packing fertilisers was 6.57 

+ dollars pcr tonne in May 1973, which was much more than the price e 
advantages of 3 dollars and 5 dollars respectively offered by the suppliers E in August 1972 and January 1975. Besides, as has also been pointed ? 



out by the Polypropylene Committee, the argument that fertilisers packed 
in polypropylenelpolythclene bags would be comparatively cheaper than 
those packed in Jute bags may no longer be valid on account of the increase 
in prices of oil-based raw materials required for the polypropylene( 
polytbelene industry. 

73 3' 11 b,tt. supply The other contention that on account of shortage of fertiiinns at tbo - -- 
Deptt. of Agriculture relevant time, there was do choice excepl to buy fertilisers in whatam 

packing they were offered, may also no longer be valid at present in the 
context of easier availability of fertilisers and fall in prices. As a sellerr' 
market no longer exists for fertilisers, it should not be too di%ir;ult to 
ensure that whatever purchases are required to be made from abroad in 
a packed condition are made only in jute bags so that exports of jute 
from the country for packing fertilisers are not adversely affected. The 
Committee have also been informed in this connection by the Chainnao 
of the Minerals and Mctnls Trading Corporation that apart from one CU 
two very exceptional cases, the entire bulk of their imports have coJPe ill 
llute bags and that supply in jute bags could be insisted upon as one of 
the terms and conditions of the purchase which should be acceptable ta 
many of the suppliers, failing which purchases would not be made frPrn 
them. Having regard to the fact that the Polypropylene Committee bar, 
also indicated the methodology for making a quantitative comparisOa 
between (a) the net in-flow of foreign exchange due to eaport of jutei- 
expressed in terms of per tonne of fertilisers and (b) the savings, if plror, 



per tonne of fertiliser in the price of fextilisers supplied in polypropylene 
bags as compared to jute bags, the Committee desire tbat every care &odd 
be exercised to see that the fertjlisers r e  imported as far as possible i3 
jute bags in prefesence to polypropylene bags. 

Apart from assessing in a realistic and scientific manner tbe rqm 
ments of fertilisers and evolving a sound and rational import pol@ vd&b 
would enable purchases being made at the proper time and at tbe am 
advantageous prices, it is equally important to ensure that the av- 
fertilisers reach the farmers whcn most required. Thus, in the coat@ 
of supplies being far from regular on account of shortfalls in indigamus 
production and uncertainties of purchases from abroad in a viob4y ' 
fluctpating market, and the disculties known to be faced by the avemge 
Indian farmer in obtaining in time and at reasonable prices fertilipeastiliPeas.crf ?J .. the requisite quality, a proper and equitable distribution and pric'i of 
fertilisers assume great significance. A.; regards the arrangements tbqt 
exist for ensuring the timely and cquitablc distribution and p r i w  of 
fertilisers, the Committee have been informed that internal arraxtgt3rnults 
for the distribution of Pool fertilisers within a State are the responsibility 
of the State Government concerned and that from July 1972, the distribu- 
tion of fertilisers is regulntctl under thc Essential Commodities Act while 
the actual distribution is rnonitorcd by the State Governments in terms .of 
the coordinated supply plan3 dr:iwn up by the Department of Agricultu~ 
for Pool fertiliscrs as well as indigenous nlnnufacturcrs of fertilisers. The 
Committee also understand that the entire quantity of Pool fertilisers 
(which constitutes roughly 50 per cent of the total availability) and about 
60 per cent of the domestic production are distributed through plblic 

t - --- - . - - -- 
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iastitutionalised channels like cooperatives over which the State Govern- 
ments exercise control and that even in respect of the balance quantity, 
the districts/areas whcrc the fertilisers are to be supplied can be decided 
by the State Governments concerned, although the actual marketing may 
be done through private distributors of the domestic manufacturers. The 
entire feniliser distribution within a State in the context of areas and 
priorities is thus under the control of the State Governments. 

7s 4'34 Deptt. of supply These apparently elaborate arrangements notwithstanding, tbe 
D c ~ t t .  of Anriculture Committee are doubtful whether the machinery that hitherto existed was 

- -,3 - 
capable of and adequately equipped for tackling situations &sing from 
shortage of fertiliwrs and scarcity conditions and whether the distribution @ mechanism actually worked satisfactorily to the farmer's benefit particularty 
during 1972-74 when there was an acute shortage of fertilisers in the 
country with overall availability both from indigenous ,and imported 
sources being far short of the total requirements. ~t is well known that 
the common complaint of the farmer during this period was that fertilisefs 
were not readily available and in adequate quantities during the peak 
seasons of consumption when they were actually required. Admittedly, 
some State Governments, in a time of scarcity, merely resorted to a 
mechanical "mathematical distribution" by dividing the total quantity of 
fertilisers available by the acreage, as a result of which farmers accustomed , 
to using high doses of fertilisers, as in Andhra Pradesh, got hardly 4 to 5 
kilogrammes of fertilisers for an acre of paddy. It also appears that 
of the State Governments had introduced a card/pemit spstem Wbkh, 



~ccording to the representative of the Department of Agriculture, led ta 
''some amount of malpractices" and acted "more as a bottleneck than 
as a help." The Department's representative was also candid enough to 
admit during evidence that in the past when there was an acute sdarcity, 
fertilisers were being sold in the black market at a premium as a r d t  
of which there was no need for any aggressive marketing at all, and that 
in Andhra Pradesh, despite arrangements made to divert fertilisers from 
States where there was less demand on account of drought, a black market 
in fertilisers flourished till the cnd of 1974 as there was a brisk demand 
from growers of cotton, tobacco and other commercial crops. 

The Department of Agriculture have, however, informed the Committee 
that these were now things of the past and that as a result of better 
indigenous production, improvcd imports, which were coming according 
to schedule and in some cases even in advance of schedule leading to better 
availability of fertilisers, the position was much better than in 1974. 
According to the Department, the factors inhibiting proper distribution of 
fertilisers have been identified and a number of corrective measures like 
(i) building up sizeable buffer stocks of Pool fertiliser to guard against 
shortages, (ii) stepping up of domestice production, (iii) location of bnfier 
stocks near consumption centres, (iv) reduction in prices of fertilisers, (v) 
rationalisation of and advance programming for movement of imparted and 
domestic fertilisers, etc., have been taken in recent times to ensure avail- 
ability of fertilisers adequately and in time to the State Government agencies 
and cultivators. With these measures as well as the withdrawal of the 
cardlpermit system for distribution of fertilisers, it was hoped that the 
phenomenon of the past would not recur in the coming 'years. 

IU- 



77 ~ ~ ~ t t .  of supply While these are, no doubt, steps in the right direction, it would appear 4'36 -- - 
Deott. of *miculture that a lot more needs to be done to streamline the procedures in times -- of scarcity so as to ensure that the farmers, particularly the small .and , - 

marginal farmers with their meagre resources, get their input rquirements 
in time. Apart from reviewing urgently whether the existing channels of 
distribution are adequately equipped to reach the small farmers in the 
remote areas of the country and to react quickly and effectively ia b e 8  
of scarcity, and taking all necessary remedial measures in this regard, the 
actual performance of the existing machinery for the distribution of 
fertilisen should also be constantly monitored to ensure its smooth. and 
efficient functioning and to safeguard against the situation of serious short- 
ages which developed in 1972-73 and continued till the first half of 1974 0 
much to the disadvantage of the peasants. The functioning of the Mtu- 
tionalised channels like cooperatives. agro-service centres, etc. should be 
continuously watched and steps taken to ensure. as has also been pointed 
out by the Estimates Committee (1972-73) in paragraph 3.54 of.18heu 
40th Report (Fifth Lok Sabha). that the cooperatives do not beacme 
merely an intermediate agency distributinp fertilisen through m a t e  
traden, but provide better and effective service to the needy tarmas. rThe 
cooperative structure should a130 be ~trengthened both organisati0~4ly'~and 
finanaially to enable it to take up a latger qhare of the fertiliser-Weihess 
and to rationalise the location of its retai1,depots so as not leave m t  m o t e  
a r  inaccessible areas. Necessary infrastructural facilities like p d r n s ,  
tranqxwt vehiales, trained personnel, etc. also need tb be provi&d i j ~  a 



larger measure than before, if the problem of making available fertilisatr- .h 
adequate quantities amd in time to the farmers is to be tackled,efEa:tivalj. 

, . The present comfortable position in fertilisers affords the necessarJr ogpor- 
7 -' , , tunity and time to revamp the distribution system and the C o d t t c e  trust 

that the Central Government, in consultation with the State Governments, 
will take all necessary steps in this behalf. 

78 4'37 -do- Strengthening of the distribution machinery alone wmld not ptatt(tce 
the desired results unless corresponding steps are taken simultaneoudy to 
assist the weaker sections of the farming community to obtain t W y  
credit for putchase of fertilisers. Admittedly, one of the factors idkWng 
the off-take of fertilisers is the inadequacy of credit facilities. While the 
Committee note that efforts have been made to remove this consttaint by 
mrrlring available additional short-terms loans to the State Governmats in -m 
the Budget for 1975-76 fot the purpose, inter alia, of granting baav to .i f :  

the farmers for the purchase df fertilisers and other inputs over and above 
the normal provision for grant of such loans in  the State budgets, relahg 
conditions for advancement of cooperative loans, etc., they wouM d g e  
Government to keep the arrangements for the provision of credit t0 the 
fanners, patticularly those belonging to the weaker sections, under cka# - 
and continuous review and take prompt and appropri~e remedial meastlres 
whenever deficiencies come to light. 

79 4' 38 -do- Yet another aspect requiring constant attention and moni6sring is 
the quality of ferilisers nctunlly supplied to the farmers. While adraib$ng 
that in times of shortage, many cases of adulteration of fertilisers took 

1 place in the disribution system, the representative of the Department of 
- - - 



Agriculure informed the Committee during evidence that the regulatory . 
machinery for curbing adulteration and other malpractices had been 
tightened to a considerable extent and sufficient powers vested with the 
State Governments to draw samples at any stage of distribution of fertilisers 
and to prosecute offenders. It, however, appears that on account of . 
financial constraints which have come in the way of appointiag stafl * 

exclusively for quality control, many State Governments have not been 
in a position to effectively monitor and exercise better checks over tht 
quality of fertiliser actually supplied to the farmers. This deficiency has ' 

been sought to be remedied by including a scheme in the F i  Plan for 
assisting the State Governments in appointing one Input Inspector practically z:- 
per district excusively to draw samples and to prosecute offenders. Apart " 

from rendering all necessary assistance to the State Governments in this, 
regard, the Committee would also urge Government to ensure the provision 
of adequate testing facilities and quality control laboratories and develop 
quick methods for spotdetection of malpractices. The existing enforce- 
ment machinery needs also to be tightened with a view to ensuring that 
un-scrupulous dealers who indulge in various malpractices l i e  adulteration, 
dilution, short weighment, etc. of fertilisers are proceeded against promptly 
and dealt with sternly. 

4'39 -- beptt. of -- Supply As regards pricing of ferilisers, the Committee are wnccmd . 
Deptt. of Agriculture to note that the prices paid by Indian farmers are about the 

highest in the World and admittedly the cultivators' resistauce to 
the increases effected in prices of fertilisers with effect from 1 June 1974, 



on account of abnormally high prices in the internat id  market, iucieescd 
ocean freight and increased cost of production of the in@enously prod& 
fertilisers attributable to overall increase in prices of raw materials, opesat- 
ing cost, etc., affected the off-take of fertilisers during 197445 lmdq to 
the downward revision of prices in July 1975 and December 1975. W1tb 
effect from 16 March 1976 Government introduced a Scheme of subsidy 
at the rate of Rs. 1250 per tonne on phosphatic fertiiisers which was meant 
to be passed on by the domestic manufacturers concerned to the farmers by 
way of reduction in prices. The prices of fertilisers were also reduced again 
with effect from 20 April 1976 and again on 8 February 1977. The Com- 
mittee have been informed in this connection that all imported fertilisers 
are distributed tbrough the Central Fertiliser Pool, which operates on a 
'no profit no loss' principle, at uniform Pool issue prices and that while 
the prices of the three major nitrogenous fertilisers Urea, CAN and am- 
monium sulphate are controlled statutorily, both in respect of :mported and 
indigenous fertilisers, under the Fertiliser (Control) Order, there is no con- 
trol by Government on the prices of other indigenously produced fertilisers. 
However, in respect of fertilisers the prices of which are not statutorily 
controlled, the Pool prices of imported fertilisers influence these prices and 
have a somewhat regulatory effect. The Department of Agriculture have also 
assured the Committee that it  has always been Government's endeavour 
to fix the Pool issue prices and the retail prices of fertilisers as low as 
possible rind that a number of measures have been taken by Government in 
recent times to bring down the prices of fertilisers. 

81 4-M -do- While the Committee are also not unwilling to concedethat 
the pricing policy has to take into account the total economics of imported - -. . . -. ---- - 
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fertilisers as well as of indigenous prclductim and a drastic reduction in 
prices would be difficult, they would urge Chvernment to keep the posi- 
tion undcr rcvicw and cfisurc that thr pi icing policy of fcrtilisers is invariably 
directed towards making this vital input ac~il:lbic at reasonable prices. Now 
that thc prices of importcd fcrtiliscrs hnvc fallcn substantially, and adequate 
buffer stocks arc also being built up so as to provide the country with a 
strong bargaining base in the international nlarket, it should not be too 
difficult to pass on the benefits accruing therefrom to the cultivator. Besides 
it should also he possible to effect economies in indigenous production and 
to take effcctivc and conclusive steps to ensure the hishest possible levels 
of capacity utilisation in the public sector fcrtiliser plants and thereby r e  .z. 
duce production costs. The Committee would also urge Government to ex- ' 

aminc the feasibility of reducing the prices of fertilisers further in the over- 
aU intcrest of the country to increase the production of fdgrains. 
What is, therefore, required is an integrated approach to the entire q ~ e ~ -  
tion and not piece-meal and ad hoc solutions. 

4.41 Deptt. of Supply In this context the Committee understand that a Ferthx bti- 
&i:'-;;i &cul&c ces Committee (Marathe Committee) has been constituted by W e m m m t  

to evolve a fertiliser pricing policy whkh would ensure a fait return on a 
sustained basis for the investment made in the industry and that this €ant- 
mittee was also to evolve. intm din. a policy for pricing of imported f& 
wrs in relation to cost of imports. nutrient content and the price of indigaa- 
ous fertiliserq of similar grades and to ~ u g . w t  retention prices fot &&aW 
domestic units in opaatioa and those likely to be aramissioacd daring , 



Fifth Plan, which will give a fair rate of return. The Commifke wodd.like 
to be apprised, in some detail, of the findings of the Marathe Committee mnd 
the specific action taken by Gvvcrnment in pursuance thereof. 

DwU. of SWP~Y . 5 ' 5 0  - -  - . - _ - -  Ar, p in tcd  out earlier in ~ h i $  Report, though the growth of the indige- 
- Dcptt.of Agriwlture mut fcrtiliser industry ha\ bccn no doubt impressive ;n terms of be& 
Chemicals &f+rtilizcrs =pacity, actual pfod~ctron of fcrtiliscrs in the country has, however, not 

kept pace commensmately with the capacity and estimated demaad, neses- 
sitating large imports to br:dgc the gap. The Committee have k n  in- 
formed that with a view to achieving self-sufficiency in fertitieers, tha a n -  
try has embarked on a very large programme for capacity expansioa, 8s a 
part of which 2 1 projects (with n total capacity of 2.16 million tames of 
nitrogen and 0.46 million tomes of P, 0,) were in different s t a g e  of 
implomcntation and another 8 projects (with a total capacity ,of 1.58 gliilion g 
tcmms of nitrogen and 0.46 million tonncs of P, 0, ) had been ap .. " 
pmved/spproved in principle and were expected to bc taken, tp for im- 
plementation depending, among other things. on the availability af re- 
aouwes, and that with tho completion of all these projects, the total -a- 
city would rise to about 6.5 m;llion tonnes of nitrogen and 1.78 miltion 
tonnrr of Pt O5 ( a 5  against thc installed capacitv of 1.94 million ' 
tonnes of nitropen and 0.56 million tonnes d P, O5 nt the end of 
the Fourth Plnn). While i t  i s  thus anticipntcd thnt the inoreased pro- 
d m t b  arising from the substantial addition to capacity would hdp in 
nnrming  appreciably the gap between demand and indi_penons avaifaWity 
af fcrtilisers, the Department of Fertilim and ChemicaCs have mrtfieless 
stated thnt though the fif th Plnn document cnvisa~ed a capacity target of 
about 6 million tonnes of nitrogen and a capacity of about 1.7 minion 
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tonne~ of P, Oa, it had become necessary, on account of. finamja] 
constraints, to rephase some of the projects as a result of which 
tion by 1978-79 (the terminal ycar of thc Fifth Plan) was expected to be 
only about 3.0 million tonncs of nitrogen and 0.9 million tonnes of Pt 0, 
ns against the assessed requircnmts of 5.2 mill:on tonnes of nitrogen and 
1.8 million tonncs of P, 0, , and consequently there would still be a 
gap bctwecn demand and indigenous availability which may have to be 
bridged by imports. Some of the projects for augmenting the indigenous 
capacity for production of chemical fertilisers will also be taken up only 
in the closing stages of the Fifth Plan and be really implemented or be 
operational only in the Sixth Pliin period, and if past performance in this 2 regard be any guide, thc Committee are doubtful how many of the new OI 

projects would actually go on stream and achieve stability in production 
as scheduled. It would. therefore. appear prima facie that even with an 
improved utiiisation of expanding capacity, domestic availability of fa- 
sers would not be sufficient in the near future to ensure a sigo8icant spread 
across the entire agricultural economy and the country may still have to 
go a long way to reach the €031 of self-sufficiency when imports could be 
dispensed with. 

5*5= Deptt. of Supply Tn these circumstances and also in view of the fact that fertiSir plants 
e. of ~ ~ m r e  are highly capital intensive and require a considerable period for stabiisa- 
aiemids a Fertilizers tion of production. it is in~pcrative to ensure optimum utilisation of the 

capacity already established at considerable cost and maximise production 
in the existing plants. However, as has also been pointed out earlier by 



the Estimates Committee in paragraph 2.86 of their 40th Report (Frfth 
Lok Sabha), it is nothing short of a tragedy that at a time when the country 
requires more and more fertilisers to step up agricultural production, the 
existing fertiliser plants, particularly in the public sector, have not been 
able to produce according to their installed capacity. (In 1973-74, the 
last year of thc Fourth Plan, production of nitrogenous and phosphatk 
fcrtilisers in the country amounted respectively to only 58.4 per cent and 
57.7 per ccnt of the installed capacity. The capacity utilisation of' 
gen during 1974-75 was 59.5 per cent). It has, however, been mtended 
by the Department of Fertilisers and Chemicals that the capacity utilisatim 
of the operating plants in the country requires to be viewed with reference 
to the spread of investment in extremely old plants and those with built-in 
constraints (like Sindri, the FACT plant at Udyogamandal and to some 
extent the original investment in Trombay). in stabilird plants (like the 5 
Gorakhpur and Namrup plants of the Fertiliser Corporation of India in 
the public sector, the TFFCO plant at Kalol in the cooperative sector and 
the GSFC plant ,at Baroda in the private sector), and in the new plants 
(at Madras, Goa, Durgapur and Cochin) which have to go through an 
initial period of teething troubles till they reach stabilisation, and that 
viewed against this background, the capacity utilisation of the existing 
fertiliscr plants has been rc;lsonably good. It has also been argued that 
the international norm for comparable chemical and fcrtiliser plants is 
about 82 per cent and that, by and large, the overall performance of the 
industry in India in respect of nitrogenous fcrtilisers was comparable both 
with the developed and developing countries and during 1 972, productivity 
in India was higher than the world avenge. As regards phosphatic fertili- 
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measures taken at the carlicst to maximise the production so as to reach 
as near the installed capacity as possible. In this coritext, the Cornmi- 
find that a World Bank Mission, which visited the operating units of PQ 
and thc I!dyogamandal Division of FACT in 1969 to assess.their perfor- 
miincc ;rnd suggest remedial measures for overcoming various d i i b & h  
in attaining higher capacity utilisation, had also emphasised the need for 
tidiing ncccssrtry measures to improve capacity utilisation and had 
gcstcd, i~rter aliu, that it would be greatly to the country's advantage to 
make sonlc marginal balancing investments on optimising the capacity in 
the existing plants rathcr than go in for bigger programmes for new kb 
vestments. 

In this connccfion. l l ~  Cornmittcc haw becn informed by the Depart- 
ment of Frrtilisers and Chcn~ic,~ls that thc need for maximising f e a r  s, 
production from cxizt ns cnp;icity has constantly been engaging Govern- 'o 

mcnt's attention i d  that thc under-utitisation of capacity of individud 
plants wits attrihut;ible to various factors likc ( i )  power cuts and instability 
of the powcr systems (as in thc case of Nangal, Bnroda, Vimg and Kan- 
purl, ( i i )  cumion:d labour trouhlcc (as in thc case of Kanpur), (iii) break- 
downs o f  pl:~nt and equipment on account !of poor rn-intenance and 
mcchnnic;il prr~hlcnis (TrornF;~y, R;lrodn and Vizng). (iv) unplanned 
shutdowns o n  ;tCcwnt of unfwmxn technological difficulties (Namrup, 
Durg i~p~r  ;~nd Cochin), (v) dcfcctivc design and obsolcscene of techno- 
logy (Ncyvcli). (iv) rcduccd quantum of critical inputs (like inadequate 
a~ailitbilit~ of cokc own p in the case of Rourkela and non-avdlaMUty 
of powcr in thc c;~so of Nanpl )  ;inJ (vii) extrcmc age of some of the 
plants (Sindri, where the equiprnrnts were stated to be worn out and to 
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have outlived their normal life, and Udyogamandal, where certain sectiops 
of the plant have been operating over a long period of time with equipment 
which have outlived their normal life). The Committee have also been 
informed that frorn 1975-76, lcarning from past mistakes, the monitoring 
systems have been improved considerably not only in the Department of 
Fertilisers and Chemicals hut in other Ministries as well and various pro- 
gr;tmnies initiated for dc-bottlcnccking for most of the existing plants under 
;I 'Plant Operations Improvcnicnt Project' (POIPI launched with the s u p  
G r t  bf the World Rank. As part of the monitoring operations, the pro-. 
duction performance of the opcrating units is stated to be monitored on a 
weekly and monthly basis and the reasons for shortfalls in production 2 
carefully scrutinised and necessary corrective measures taken, "not on any 
theoretical basis but as a rcpulilr production plan", and the project manage- 
ment and operating management had also becn separated. As regards the 
steps taken under the 'Plant Operations Improvement Project', the COIW 
mittee .have been informed that on the basis of the suggestions of the 
World Bank and of a Technical Coordination Group constituted to review 
the performance of the operating units of FCI and FACX and identify 
areas where modifications and improvements could be carried out for 
achieving better levels of production, as well as the advice given by specia- 
lists and c'onsultants in regard to problems faced by certain individual plants 
like Durgapur, Cochin and Trombay, various programmes to impm 
capacity utilisation have been evolved and are being implemented. Tbe 
representative of the Department of Fertilisen and Chemicals also stPted 



during evidence that ir was Government's endeavour '*to bring all the plants- 
to a high degree of stability" and that they would not be satisfied d e s s  80. 
per cent capacity utilisation was reached and that as a result of the,de- 
bottlenecking measures undertaken it was expected that capacity utilisation 
would rcgistcr an increase of 124 per cent, from 58.5 per cent to 71 per. 
cent, during 1975-76. The Committee are informed that as a result of 
various measures taken to augment production, the capacity utilisation of 
nitrogen during 1975-76 and 1976-77 has substantially improved, being 
70 per cent and 72.5 per cent respectively. They hope that Government 
would kcep a corltcmporaneous watch on the implementation of various 
capacity i~upnientation measures so as to improve the capacity-utilisation 
further in the ycars to come. It should also be ensured, particularly in 
the context of the massive investment involved (for the FCI and FACT 
schcmcs alone a credit of 17 million dollars has been negotiated with the 
World Rank) ,  that these measures actually subserve the objectives en- "- 
visaged. 

87 5-54 Deptt. of Supply In order to correct the present imbalances between installed capacity 
l)eptt. of and production of fertiliser plants in the country, the Committee would 
Chemicals & Fertilizers also sugcst the following measures for implementation on high priority: 

(a)  The cost of production of individual units should be critically - 

examined and conclusive steps taken to effect economies in 
costs which could generate funds for re-investment in pr* 
grammes for de-bottlenecking and improved capacity utilisa- 
tion. For instance, it should be possible to reduce inventories: 
and thus cut down the inventory carrying charges by scientifk 
inventory planning and control. 
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(b) Adoption of scientific materials management and main- 
management principles would go a long way in reducing idle 
capacity caused by non-availability of raw materiats and , 
spares for maintenance. There should also be a proper she-  
dule of preventive maintenance and repairs and it should be 
ensured that maintenance is carried out according to this sche- 
dule so that there may not be any loss of Production on ac- 
count of inadequate maintenance. 

(c)  Special R&D efforts should be directed towards the develop- 
ment of technologg to meet shortages in respect of feed stock, 
raw materials and spare parts. + V, N 

(dl Government may also examine the feasibility of establishing 
a centraiised 'Spares Bank' where costly and important spares 
in common use could be stocked instead of each individual 
unit carrying this heavy burden on itself and the resukant 
economies ;n costs channelised into more productive actidties 
which might have been deferred on account of financial m s -  
traints. 

Yet another factor which hac necessitated continued imports of ferti- 
lisers a t  heavy foreign exchange outflow is the serious delays that have taken 
place in the implementation and commissioning of new projects. ~ c c o r d -  
ing to the information furnished bv the Ministry of Petroleum and Chemi- 
cals to the Estimate< Committee (1972-73). delavs ranging from six months 
to three and a half years had taken place in the commissioning of various 



projects of the Fertiliser Corporation .of India. Similarly, in respect of 
Cochin, Phase I and Udyogamandal Fourth Stage Expansion projects of 
FACT, delays ranging between one to ,four years had occurred in com- 
pleting and commissioning various components of the projects. It has 
also been conceded by the Department of Fertilisers and Chemicals that 
slippages in the commissioning of new projects had led to the periodical 
revision downwards of the cstirnates of indigenous production, on the basis 
of which the import strategy was worked out, necessitating larger imports 
than were anticipated initially. Besides, such delays have also led to an 
inevitable escalation of costs. That important projects vital to the coun- 
try's agrkultural economy should have thus lagged considerably behind 
schedule, in spite of the fact that the public sector has more resources at 
its command and also the backing of the entire governmental machinery, 
causes serious concern to the Committee. 

According to the Department of Fertilisers and Chemicals, the follow- 
ing factors were responsible for the delays in completing and commisison- 
ing of new projects under implementation: 

(a)  Delay in supply of equipment, both indigenous and imported, 
required for fertiliser plants which, in turn. was attniutable to  
unforeseen factors like labour unrest in the fabricators' work- 
shops, power cuts, difficulty in obtaining material for fabtica- 
tion, etc. 

(b)  Difficulties in fabrication of some sophisticated equipment 
being indigenised for the first time. 

(c)  Extended time taken in arranging credits and Snaking con- 
tract arrangements. 



(d) Delays by entrepreneurs in finalising their own plans and 
finalising arrangements. 

(e) Delay on the part of construction contractors. 
( f )  Difficulties in procurement of construction and structural items 

like cement, steel, etc. 
( g )  failure of critical items of equipment including imported equip 

ment. 
( h )  Delays due to adoption of new technology on a large scale. 
( i )  Constraints in taking up new schemes on account of paucity 

of funds. 
tn 
h) The Conmittee arc of the view that some of these problems were, by no + 

means, incurmountable and could have been solved by more effective co- 
ordination hctwecn the dilierent agencies involved, and by reviewing criti- 
cally the progrcss of the projects at regular intervals. The delays and 
gcstiition periods could have also been minirnised by an efficient system 
of monitc~ring and adoption of techniques like PERT, CPM, etc. 

Department of The Committee note in this connection that, though late than never, 
Supply :I number of remedial measures. like streamlining of the distribution pro- --- 

Depdrtment of cedure for steel materials, expeditiouc disposal of individual nquests re- 
Agriculture - - - . - - - - - - ccived from fabricators for the import of tools and for obtaining foreign 

Chemica's and technical know-how for the manufacture of sophisticated equipment, timely 
Fenil izers placement of orders for equipment on the fabricaton as soon as possible 

after the projects are sanctioned. ensuring that the items produced by the 



indigenous manufacturers are of the requisite quality, etc., have been taken in 
pursuance of the recommendations of a committee (Kasturirangan Corn- 
mittec) appointed to examine the reasons for the delays in commissioning of 
public secwr plan!%. The Committee have also been informed that "a careful 
watch" is bcin_e kcpt b:: the Department of Fertilisers and Chemicals on the 
prqrcss of all thc projects under implementation throu~h monthly progess 
reports and quarterly performance review meetings. As regards the steps 
:ahen to climm:ltc dclays in the supply of equipment for fcrtiliser plants, 
p:lrticularly hy Dharat Heavy Platcs and Vessels Ltd.. the Conlmi!te? learn 
that thc V;niwv of Iienvy industry have taken "very strong monitoring 
steps" to rerfucc tlt.la;s in deliveries and a number of remedial nieasures like 
i ! l l ~ ~ n t i i ) t l  of Il!:~nkct fnrcign exchange for import of components and mate- 
rials. streamlining of proccdurc for authorisation of imports, monitoring of 
processing of ordcrs placcd on foreign suppliers, off-loading of some of the 
items on other tnnnufactu~ws. monitoring of progress of major orders by 
nwni; of CI'31:PERT cliarts, ctc. have been adopted and .ihat with these 
nleilsirrcs. Ittrthcr slippa~gr's in dclivery schedules would be avoided. The 
C'ornmit:cc nccd hardly eniphasisc the imperative need for reducing the 
ge~ti~tion pcricds and cupeditin_u the comniissioning of various ncw plants in 
the context of achieving self-sufficiency in fertilisers in nonc-too-distant a . 

futurc and they tr~ist that the nicasures now stated to have been taken would 
proiluce the dcsircd results. Their adequacy should also be kept under con- 
stant revicw and timely corrective action taken whenever deficiencis come 
10 notice. . ' 

With a view to expediting increase in the growth rate of installed 
capacity. a clcrision appears to have been taken to speed up investment in 
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ncw fcrtiliser prujccts and to sanction at one time a large number of projects 
and to cnstlrc thcir completion simultaneously ins!ead of staggering the irn- 
plenlenttttion of new projects. Thus, a massive investment of Rs. !,I00 crores 
in 111:: public vetor had been provided in the Fifth Plan for the purpose and 
with thc cxaliltion in costs, the investrnen! necessary has been presently esti- 
ainted at R\. 1 ' 7 0 0  crorcs, which reprdsents a five-fold increase over the 
in\c'.tr;icr!ii 11i;td: in thc public sector fertiliser industry durins the last four 
j C i l r  0; 1115 I;wr[h PIu pcriod (1970-71 to 1973-74). In the context of the 
sivcahlc ~ilorrlal's that had occurred in the achievement of firlancial as well 
as ph;;ic;:l targets cnvis:lgcd for augmentation of fertiliser production capa- 
cit! during thc Ft!~i-t h Pii~n. the alrcady over-loaded order book position of 

w urlirc II~;III:I~;IC:;I!~IIC fcr!iliscr plant equipment. p;obtems of feedstock and cn 
r:w ~i :~tcr ial i  mil other constraints that have come in the way of realisation 
elf t;lrgct\ r.i;rlicr. thc Commiitec. arc doubtful how far the ambitious pro- 
grammc n ~ ~ w  11rt:poscd is capahlc of attainrncn!. There is also need for a 
halanrrtl npnroach 10 cvolve n workable system to ensure h a t  the ferti1:sers 
rmch thc fitrnicr :It the r i ~ h t  time and placc in the right quantities and at 
mininlal c~r2t. All this, thcrcfore, natu~ally calls for the most careful plan- 
ning. cli.-c!:l~:r: coordination and scientific monitoring. The organisational 
niachincrv al\o needs to be properly re-oriented and pared  upto face the 
.:hallcngch likciy tn be posed by such a gigantic task. so as to be in a posi- 
tion to tackl: ofiectively the multitude of problems likely to crop up in the 
iniplenient:~ticm of any p r o p m m e  of such magnitude. The Committee would, 
therefore. urge Government to ensure that the fulfilment of !he programme 
i s  not hampcred in any way and to havc the progress achieved so far proper- 
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duction or fertiliscrs and also in the light of the finding of the Feedstock 
C'ommittec. a policy decision appears to have been taken that there should 
bc rnaxiniu-III diversification of the feedstock and that, as far as possible, fer- 
tiliscr capacit j/ should be developed on other feedstocks like fuel oil, heavier 
petroleuw frxtions and coal. The Committee, however, understand that with 
thc prospect of i~iproved availability of naphtha following the oil strike in 
Ihmbay High. thcre appears to bc a shift once again towards the use of 
naphtha as feedstock as is seen from the recent decision to use this as the 
fcedstock for thc Mathura Fertiliscr project. While the Conimittce concede 
that the iswes invcllved in the determination of an appropriate feedstock are 
complcx and that the various options available should be kept open takinz E- into account the changing situations, they would nevertheless stress the need m. 
for evolving a definite and long-term feedstock policy to facilitate timely and 
coxect investment decisions being taken. In view of the fact that consider- 
able time has also clapscd since the various options available were last gone 
into in detail by the Feedstock Committee (1969), the Committee also feel 
that i t  might Ire worthwhile for an expert body to have a fresh look at the 
entire question. The Committee would also like Government to consider 
whether it is not possible to provide "built in" option in the new plants to. 
enable then1 to switch over to naphtha. fuel oil etc., or any other fraction of' 
crude oil as may hc most economic and advantageous to' be used in given. 
circunistances. 

S-61 D e ~ t t - o f  SuPPly DePtt. The Committee find that in spite of the fact that coal is abundantly. 
of A@. Chemi. 8t Ferti. available in the country and would, therefore. appear to be the most suitable ' 



feedstock from the point of view of d-relipnce, *uate 9od ~ # a 4  
tion had not been given to the use of coal for fePtilisas until recent y- 
when a decision was taken to establish three coal-based plants at Ram* 
gundarn, Talcher and Korba, of which implementation of the Kwba projact 
has also been slowed down on account of financial constraints while thc 
Rarnagundam and Talcher plants were expected to be commissioned in 1977. 
Wlat is more disconcerting is the fact that some doubts have also btcn rdised 
about the very success of the ~wal-based project, whieh has been described 
as a 'major cspperiment'. The Committee have been informed in this a>nnec- 
tion that apart from an 1CI plant in South Africa, coal-based teehnoiog)r 
had not been used as yet the world over and that as it was the first time 
that a large coal-based project was being taken up for implementation in 
tbc country, an "obvious investment risk" was involved. The Department of 
Fertilisers and Chemicals have, however, sought to reassure the Committee 
and have stated that they were in touch with the experts possassing the re- 
quisitc: experience in coal gassitication processes and that the consultants 
for the project were also the consultants for the earlier South African p 
jects which had been successfully commissioned and was in operation While 
the Committee are not averse to forward technology being employed in 
establishing projects, they cannot, however help feeling that in view of the 
apparent risks and uncertuintics involved in and the misgivings expressed by 
Government spokesmen over the experiment with cod-based fettiliser plants, 
a smaller pilot project with n view to ensuring that the technology was a pro- 
ven one might have been more prudent to begin with before going in for 
large-sized plants involving larger capital outlay and which were also going 
to ti&e a longer time for commissioning. No doubt, this would have post- 
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pmcd further, as has been contended by therepresentative of the Depart- 
ment of Fcrtilisers and Chemicals, the possibility of using coal in any signi- 
ficant scale. However, such a step would have ensured that the country's 
meagre resources were not expended injudiciously in major experiments 
whose outcome is uncertain. in any case, the performance of the two coal- 
based plants at Ramagundam and Talcher should be closely watched and 
monitored and timely action taken to remedy the deficiencies in thes plants 
as well as the new project corning up at Korba. 

Q5 _C .62 Dtptt.  of Supply The Committee would also like to recall in this context that more 
Deph. of e c u ] m r e  than two dcci~deq earlier, the possibility of evolving a coal-based technology 
Chemi-1~ & Feniliers l ~ d  betn sugcsted and supported by lndian scientists like late Dr. A. C. 

Ghosh and some studies in this regard had also been started subsequently 
at the Dhanhad Institute. The Committee cannot resist the impression that 
had theze wggestiras and studies been given positive encouragement and 
pursued lo their finality. a gocd deal could perhaps have k e n  learnt earlier 
from thc cfpcricnce instead of relying now heavily on the somewhat uncer- 
tain outcome of foreign know-how. Tt ic sad that coal-bas4 technolo_ejr had- 
not k e n  considered then with the seriousness that it rightly deserved. 

Incidentally, the Committee find that the Feedstock Committee 
had also cwmined the economic feasibility of using electricity as a feedstock 
for fertiliccr nrcducticm had felt that certain developments then in experi- 
mental st age might be of interest for adoption if proved successful for c m -  
mercial use in fertiliser production. While the Committee would like to & 



informed. in some detail of the outcome of these experiments, they would 
alw \tress the importance of directing indigenous R&D efforts towards the 
dc\rlopn~cnt of a suitable technology for low cost electrolysis which could 
bc prtfiit;lhly 1i:iliscd. iimong other things, for the economic production of 
fe rl ilisc rs . SI rn k t  rl y , R&D efforts should also be oriented towards the deve- 
lopment of simpler processes to reduce costs and newer methods of potash 
recovely front a11 available sources to reduce the country's dependence oc! 
intport5 of potassic fertilisers, which are at present being imported cent per 
cent. ?%ere is no dearth of technical and scientific talent i- the country and 
given the requisite encouragement and resources there is no reason why they 
should not i.e able to find solution to these problems. 

In the present context of short supply and high prices of chemical 
fertiliserc. the devtlopment of local manurial resources and the use of organic u 
manurcs assume great importance. Besides. the use of organic manures in z 
conjunction with chemical fertilisers is also very essential for preserving 
nutritional b:rlancr and fertility of the soil. M i l e  the Committee note that 
some organised steps are iit long last being taken to produce organic fertili- 
scrs from the dwndantlv available urban and apricultmal wastes in the coun- 
try and to prontote their use, (like thc establishment of mechanical compost 
plilnt~ in cities with a population of 3 lakhs and above. of scw;\;!e and sullage 
utilisation v!lcmcs, setting up of 1 lakh gobar gas plants in rural areas 
during the Fifth Plan for the production of !!as for fuel p:Irposes and good 
qunlit y m;r nure for ngricultural production. organisation of demonstration- 
cvrrr-training camps for popularising the production and use of organic 
nianurcs, ~tc . ) ,  they, however, feel that a lot more still needs to be done to 
tap the vast potential available in the country for the purpose. For instance, 





and use of cotnpmt and other organic manures. The target fixed for the 
production of rural compost and urban compost a year by the end of the 
Plan period is 350 million tomes and 7.5 million tonnes respectively as 
against the present production of the order of 200 million tonnes and 5.3 
million tonnes of rural and urban compost respectively. Green manuring and 
sewage/sullage utiliation programmes are also being intemi6ed. The Cam- 
nlittee hope that Government will keep a watch over the implzmentath of 
these programmes so as to achieve the targets laid down. The Cornmitree 
eFpect that the various programmes for increasing production of organic 
fertilisers during the Rfth Plan would be energetically implemented and 
concrete and conclusive steps should also be taken concurrently to tap tbt 
available potential on a much larger scale. The Committee have beem inform- 
ed in this connection that a committee has been set up under the chairman- 
ship of the Secretary, Department of Fertilisers and Chemicals, for the dew- - 

W lopment of organic fertilisers and that the Department of Agriculture have W 

been asked to work out a specific propamme with a view to commercialising 
some of the ideas suggested by people like Dr. S. P. Dua, Chief Agricultural 
Scientist, Fertiliser Corporation of India. Considerable t h e  having elapsed 
slnce then. the Committee would like to be apprised of the outcome of these 
2tbrts and the specific steps taken as a sequel thereto. 




