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INTRODUCTION 

1,. the Chairman, Estimates Committee, having been authorised by 
1:he Committee to submit Report on their behalf. present this Fortieth 
Report on the Ministry of Petroleum and Chemicals (Department of Che
micals )-Fertilizers. 

2. The Committee took evidence of the representatives of the Mini
stries of Petroleum and Chemicals (Department of Chemicals), Agri
culture (Department of Agriculture), Fina.ot:e (Departments of Expendi
ture,. Economic Affairs and Banking), Irrigation and Power, Railways, 
Steel and Mines (Department of Mines), Department of Supply, Planning 
Commission, Fertilizer Corporation of India and Minerals and Metals 
Trading Corporation on the 23rd to 25th November and 5th December, 
1972. The Committee wish to express their thanks to the Officers of 
-these Ministries etc. for placing before them the material and information 
which they deSlired in connection with the examination of the subjec~ and 
for giving evidence before the Committee. 

3. The Committee also wish to express their thanks (0 Sarvashri 
F. J. Heredia, Satya Nand and Paul Pothen, of the Fertilizer Corporation 
'Of India for furnishing memorandum to the Committee and also for giving 
.evidence and making valuable suggestions. 

4. The Committee also wish to express their thanks to all the Asso· 
·ciations and Bodies of Trade and Industry and Individuals who furnished 
memoranda to the Committee. 

5. The Report was considered and adopted >by the Committee on the 
16th April, 1973. , 1 

6. A statement showing the analysis of recommendations/conclusions 
cContain;:d in the Report is also appended to the Report (Appendix II). 

NEW DELHI-I; KAMAL NATH TEWARI, 

April 23, 1973. Chairman, 

Jlaisakha 3, 1895 (Saka). EstimLItes Committee. 



CHAPTER I 

TARGETS AND ACHIEVEMENTS 

A. IIIR'odudory 

Definition and Importance 

Fertilizer is any substance that is added to the soil to supply those 
elements required in the nutrition of plants which are lacking in the 
natural state. A judicious application of the proper types of fertilisers 
to the soil can step up agricultural production manifold. This is parti
cularly important where the individual land holdings are small and 
mechanised cultivation is not possible, as in India. Fertilisers can be 
divided broadly into organic and inorganic. The organic fertilisers are 
those which are derived from organic origin such as farmyard manure, 
green manure, compost, sewage etc. The plant nutrients contained in 
organic fertilisers normally form a small proportion of its total weight. 
The organic manures, therefore, canot effectively and economically meet 
the nutrient requirements of modem agriculture. Besides, availability ot 
farmyard manure and compost is limited. These have, however, a place 
of their own because of their special qualities particularly in the matter 
of providing humus required in the soil and as a soil-conditioner. 
Inorganic fertilisers, also called chemical fertilisers, are of more recent 
origin and generally contain plant nutrients in a more concentrated form. 
These are synthecised in large modem factories and are virtually tailor
made to suit the requirements of different soils and different crops. In 
view of the limitations of the organic fertilisers, the only way by which 
the manure requirements of agriculture could be met effectively would 
lie in the application of inorganic/chemical fertilisers. 

The inorganic fertilisers are of the following types: 

Nitrogenous Fertiliser_Usually denoted as UN". 

Urea (46% N) 
Ammonium Sulphate (20· 6% N) 
Calcium Ammonium Nitrate (25%N) 
AIDmonium Chloride (25%N) 
Ammonium Sulphate Nitrate (26~~N) 

Potassic Fertilisers-Usually denoted as UK" 

Muriate of Potash (60%K) 
Potassium Sulphate (50% K) 
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Phospluztic FertiliJers-Usually denoted as "P" 

Superphosphate (16%P) 
Triple Superphosphate (46%P) 
Basic Slag Indigenous (I· 54>1",4 P~:Average) 

-Complex/Compound Fertilisers 
'·i . 

Diamonium PhOsphate (18% N, 46% P) 
Nitrophosphate (different grades with or without Potash) 

• NKP (different compositiOtH!~/t itades) 

Ammonium Phosphate Sulphate (16%N,20%P) 
Urea Ammonium Phosphate (28% N. z8% P) 

Consumption in /ntJia and abroad ' 

1.2. ,The OODsumption of fertilisers. ill India' and some of the advanced 
lCOuntries of the w.orld during the 1969-70 ~as as follows: 

(In 1000 Metric tonnes) 

SI.No. Country Consumption 

N P K 
1. .Australia 172 830 95 
2. Austria 121 119 152 

3· Canada 245 320 190 

4· Denmark 270 127 184 
5· Federal Republic of Germany 108S 857 II20 
-6. France . 1243 1681 1279 ,. .India .. 1357 416 210 
,8. JaPBll . 897 689 690 

9· Nationalist China (Taiwan) , , 165 41 62 
,10. Netherlands . 385 108 123 
II. Sweden. 20S 139 129 
12. U.K. 6so 460 462 
:13· U.S.A. 6679 4177 3625 
14· U.S.S.R. 3798 1916 2319 
IS· Yugoslavia 284 183 180 

One of the reasons for this difference between the level of consumption 
in India and other countries, it is stated, is the fact that fertiliser usage 
started late in this country as compared to other developed countries. 
Besides, the following major factors are also cited for the low level ot 
coDSumJ8CD. in the country: 

(a) Constraints in the availability of credit for fertilisers; 

(b) Inadequacy in fertiliser distribution arrangements; 
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(c) Lack of extensive promotional programme; and 

(d) Natural causes like drought, floods, etc. 

"The Committee have discussed in subsequent Chaptf;rs the availability ot 
fertiliser credit distributipn arrangements and promotional programmes. 

B. Fom1tt Plan Targets and Ac:hievements 

Consumption Targets and Achievements 

1.3. It is noticed that the Fourth Five Year Plan did not indicate 
-the year-wise targets for consumption of fertilisers. The reason for the 
:absence of these targets in the plan document were indicated by the 
representative of the Planning Commission during evidence as follows:-

''We have not indicated in the Plan document the annual figures 
of consumption for fertilisers. We did not have the full pic
ture about the step up of the capacity and the producti.on 
likely to take place; but subsequent to the finalisation of the 
Plan, in consultation with the Ministry, we had attempted to 
work out for our own internal purposes, the expected levels 
of capacity and production. This was, of course, not in
cluded in the Plan, because the plan had been published; 
but we had this as an internal document." 

1.4. The consumption targets laid down for the Fourth Plan period 
,and the consumption achieved has been indicated year-wise as follows: 

(In lakhs Tonnes of Nutrients.) 

Target consumption C'.onsumption achieved 

N ,P K Total N P K Total 

1969-70 • 17 6 3 26 13'56 4' 16 2' It:' 19'82 

1970-71 20 7'5 4"2 31" 7 14'79 5"41 2'36 22'56 

1971-72 20 8 4 32"0 17'98 5'58 3'00 26'56 

197Zo-73 Orgl. 
Est. 27"8 II' 5 7"3 46'6 

Revised Est. 22 8 4'S 34'S 

1973-74 32 14 9 SS 
0rgJ. Est. 

Revised Est. I . 26 8· I S'2 39' 3 



4 

1.5. It would be seen from the above figures that during the first 3 
years of the Fourth Plan, though the annual increase in consumption of 
fertilisers was 13 per cent, 14 per cent, and 18 per cent, the actual con- . 

. sumption wa~ much. below the consumption targets laid down in the 
Fourth Plan. The shortfall during 1969-70, 1970-71 and 1971-72 was 
as much as 24 per cent, 29 per cent and 17 per cent respectively. For 
the last two years of the Plan, Government have themselves revised the 
consumption targets. The consumption target for 1972-73 has been 
scaled down from 46.6 lakh tonnes to 34.5 lakh tonnes. The indications 
given of the estimated shortfall in imports for 1972-73 suggest that the 
actual consumption during 1972-73 would be only 27.51 lakh tonnes 
and that also only if the envisaged production of 14.20 lakh tonnes actual
ly materialises. For the year 1973-74, the original target for consump
tion has been reduced from 55 lakh tonnes to 39.3 lakh tonnes. 

1.6. The Committee regret that inspite of the acknowledged role of 
fertiIisers in augmenting agricultural production under the Indian condi
tions, the annual COIlSU01ption achieved during die first three years of the 
Fourth Plan was consistently less than Gte plan target!i\. They are forthell' 
dMappoioted to note that for the last two years of the pian, Government! 
bave themselves revised the consumption targets. The consumption tar-
get for 1972-73 has been scaIed down from 4.66 million tonnes to 3.45 
miIIian tonnes while the indications given of the estimated shortfall in 
imports suggest that the actual consumption during 1972-73 would be 
only 2.75 milliou toones and tbat too ouly if the envisaged indigeDOllS 
production of 1.42 miDioo toones actually materiaIises doriog that year. 
For the year 1973-74, the original target for coosumptiou has been re-
duced from 5.50 million toooes to 3.93 miUioo toones. 

1.7. The Committee have a feeling that Government have not paid as 
mut.iI attention to the use of fertilisers for arr: "','foral production as it 
deserves in the eootext of lie persi8tiDg food problem in the country. 
They recoDUDend that Gonrmoeot should make every effort to achieve 
8I8east the revised targets of coasumption during 1973-74 in order • ., 
aeate conditions for a faster rate of growth in the field of agriculture. 

Capacity Targets and Achievements 

1.8. The licensed capacity for the production of fertilisers existing at 
the commencement of the Fourth Plan, i.e. on 1.4.1969, was 25.63 lakh 
tonnes (18.49 "N"+7.14 "P"). No targets were set down in the Four:th 
Plan for the capacity to be licensed during the plan period. The capacity 
actually licensed upto 1st March, 1973 was, however, 45.61 lakh tonnes 
(34.61 "N" + 11.00 "P"). This indicates an increase in the licensed capa
city during the current plan period till the 1st March, 1973, of 19.98 
lill tonnes. 
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1.9. The installed capacity at the commencement of the Fourth Plane 
i.e. on 1.4.1969, was 14.45 lakh tonnes (10.24 "N"+4.21 "P"). The-
Fourth Plan. set down the targets of 42.00 lakh tonnes (30 "N"+12 "P"r' 
of capacity to be installed by the end of the plan period i.e. 1973-74. 
This target was scaled dowri as a result of the Mid-Term Appraisal of 
the Plan to 29.57 lakh tonnes (23.91 "N"+5.66 "P"). As against even' 
the scaled down target, the capacity actually installed during the plan' 
period upto lst March, 1973 totalled 19.64 lakh tonnes (14.64 "N"+ 
5.00 "P") only. The net increase in installed capacity during the Fourth' 
Plan period upto 1st March, 1973 was therefore only 5.19 lakh toones· 
(4.40 "N"+0.79 "P''). 

1.10. In a written note furnished to the Committee, the Ministry of 
Petroleum & Chemicals have explained the reasons for scaling down the 
Fourth Plan targets of installed capacity and production in the Mid Term 
Appraisal of the Plan as follows: 

"As a part of the mid-term appraisal of the Fourth Plan, a re
view was made of the progress made on the various projects 
and proposals under consideration. This review showed that 
some of the projects/proposals for which credit had been' 
taken in arriving at the aforesaid figure were getting delayed 
or had failed to materialise. As a result, it was considered 
in the mid-term appraisal that the capacity and production 
targets, as originally fixed, may not be achieved. Hence a 
revision of the targets (from 3 million tonnes) to 2.39 million 
tonnes of nitrogen in respect of capacity and (from 2.5 mil-
lion tonnes to) 1.8 million tonnes in respeot of production 
became necessary." 

As to the achievement of this reduced target for installed capacity by the 
end of the Fourth Plan period, the note states: 

"The capacity presently installed is of the order of 1.464 million 
tonnes of nitrogen. According to the latest available indica
tions, six more projects with a total capacity of 0.82 million 
tonnes of nitrogen are expected to go into production before 
the end of the Fourth Plan:-

Durgapur 
Cochin . 
Barauni . 
Namrup (Exp.) 
Goa 
Kota (Exp.) . 

TOTAL' • 

o· 152 million tonnes. 
o· 152 million tonnes.1 
o· 152 million tonnes. 
o· 151. million tonnes. 
o· 170 million tonnes·1 

o· 042 million tonnes. 

0,820* million tonnes. 

*In addition the following (apacity for the production of phosphatic fertilisers is-
likely to materialise during the remaining period of the Fourth Plan: 

Goa 0.042 MTS. 
FACT Alwaye 0.010 MTS. 
Mah. St. !.gr. Ind. Corp. 0.008 MTS. 

Total o~ MTS. 
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With the commissioning of these projects, the total 4lstalled 
capacity by the end of the Fourth Plan period would be 2.284 
million tonnes of nitrogen. This would mean that the achieve-
ment of capacity would be marginally less than the target as 

arrived atm the mid-term, appraisal. 0, 

1.11 During evidence~ the representative of the Ministry of Petro
Jeum and Chemicals explained ,that this shortfall in the installed capacity 
was due to the fact that the policy of Government announced in 1966 
-did not fetch "positive proposals for investment' ,in this field" and the 
,response of the "private sector was ,found to be halting." "At the same 
,time", according to him, "the public sector has also faced a number of 
.<lifficulties primarily' Of foreign exchange financing, clearance of projects 
and their implementation (basically due to) our efforts at indigenisation." 
He conceeded that it is taking "inordinately long" to sanction the pro
jects and to tie-up the requirements of foreign exchange, but held that 
the delay in commissioning is also due to the fact that the fertiliser pro
jects are "long gestation" projects having a very low rate of return on 
:investment. 

1.12 In reply to another question, he stated: 

"this shortfall is largely attributable to the fact that has already 
been noticed. that at the beginning of the Fourth Plan We did 
not identify the projects. Therefore, th~ early part of the 
Fourth Five Year Plan was taken in identifying and clearing 
projects in sufficient number. The second thing was that the 
private sector did not respond as expected. Today the posi
tion is that while we have 15 operating units in the country 
producing fertiliser or mixed fertiliser, we have 17 plants 
under erection. That means there has been a delay. There
fore, if you have a cut off point at the end of the Fourth Plan, 
there will certainly be a shortage. But as you go on, the 
gap between the requirement and availability \'iill na;-row 
down. I do not say that it will be met completely. There
after, if we make no further effort, the gap will widen again .. 
Therefore, we have to make a continuing effort." 

1.13. As regards keeping of a close watch on the progress of the pro
jects and taking timely action to remove the causes leading to the short
falls in the achievement of targets, he said: 

"This asp.:!ct has been gone into continuously by a high level 
Committee of Secretaries which has been authorised by the 
Government to take all the necessary decisions including 



7 

Investment decision. Becau.>e of the workinS at thB Com-r 
mittee, it has been possible to identify the various aspects 
which deserve attention. There are four items on which we 

. think action is required. (1) To make the optimum use of 
capacity in the existing plants; (2) speedy implementation of' 
projects from the stage of sanction till they are commissioned 
and avoidance of delays at all stages; (3) early clearance of 
new projects to facilitate rapid capacity build up; and (4) to' 
take necessary measures to facilitate flow of funds from the 
private sector into this area of production. These are the. 
four aspects that are being attended to. We have taken up 
very detailed planning two years in advance. We are hope
ful that the shortcomings you are referring to, will not occur' 
or will be prevented to the maximum extent possible." 

1.14. One of the reasons given for the delay in the commissioning of" 
the fertiliser projects is the attempt at indigenisation of the plants. Ask
ed as to how could the stress on indigenisation be justified when it had' 
lead to an increased outlay of foreign exchange on import of fertilisers 
by delaying the commissioning of the projects, the representative of the' 
Ministry stated: 

"It is a matter of national philosophy whether in this sphere we 
will try and attain maximum indigenisation ...... In fact, we 
have had occassions when we had to resist suggestions from 
abroad that (if) we allow more or less tum key projects, they 
would be willing to finance it." 

In this connection, the Managing Director of the Fertiliser Corporation of 
India stated that the main object of indigenisation was not to stop the 
outgo of foreign exchange as much as "to develop our own know-how to 
arrive at self reliance in our own country" and that "the country which 
has to be self-reliant in such technology has to pay heavi!y." 

1.15. Dealing with the delays in tying up foreign exchange credits for 
the projects leading to shortfalls in the achievements of capacity targets 
during the Fourth Plan period, the representative of the Ministry of 
Finance stated:-

"The aid giving countries have a system of appraisal of projects. 
But, this is nothing new. In the planning of Projects they 
(the Ministry of Petroleum and ChemIcals) should have pro· 
vided adequate time. It is not as if the appraisal procedure 
has suddenly sprung upon the Fertiliser Corporation of India 
or the Ministry of Petroleum and Chemicals. In the Pro
some time. It is also a fact that in drawing up the earlier-
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. ,bad not been provided for the fact that appraisal will take 
some time, It is also a fact that in drawing up the earlier 
estimates for the Fourth Five Year Plan, a defect was notic~ 
ed and this is being corrected, In drawing up the, estimate~ 
for the Fourth Five Year Plan, it had been assumed that aU 
the plants will have 100 per cent utilisation, That is how 
the capacity of the new plants had been determined, Due 
to various reasons, both old and new plants encountered 
commissioning and maintenance difficulties," 

Production Targets and Achievements 

1.16, The Fe~tiliser produotion in the country at the commencement 
of the Fourth Plan (Le, in 1968-69) was 7,55 lakh tonnes (5.45 "N" plus 
2,10 "P") , The Fourth Plan document did not indicate year-wise tar
gets for the plan period but set down the production target for 1973-74, 
the last year of the plan, as 34 lakh tonnes (25 "N" Plus 9 "P"), This 
target was scaled down as a result of the Mid-Term Appraisal to 22,58 
lakh tonnes (18,00 "N" plus 4,58 "P") , The Ministry had, however, 
independently set down the production targets for each year of the Fourth 
Plan, The Ministry's production target for 1973-74 is between 19,50 and 
21.30 lakh tonnes, (15,00-16.40 for "N" and 4,50-4,90 for "P") , which 
means a further scaling down of the production target for the final year 
of the Fourth Plan at the level of the Ministry of Petroleum and 
Chemicals, 

1.17, The year-wise targets set down by the Ministry of Petroleum 
and Chemicals for the Fourth Plan period, the aotual production during 
first three year of the Plan, and the production estimates for the last two 
years of the Plan period are as follows: 

Production Target Actual Production 

N P Total N P Total 

1969-70 8'50 3'10 II'60 7' 16 2'22 9'38 

1970-71 10'50 3'30 13'80 8'30 2'29 10'59 

1971-72 13'20 3'30 16'50 9'52 2'78 12'30 

1972-73 12'00 3'77 15'77 

13'00 4'09 17'09 II '00'" 3'20* 14'20* 

1973-74 15'00 4'50 19'50 

16'40 4'90 21'30 13'00 4'00 17'00 

*Estimated Production, 
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Thus, as against the fertiliser production target for 1973-74 of 34 
lakh tonnes set down in the Fourth Plan document, which was scaled 
down to 22.58 lakh tonnes in the Mid Term Appraisal and further scaled 
down by the Ministry of Petroleum and Chemicals to 19.50 lakh tonnes, 
the production estimate for that year is only 17 lakh tonnes. The net 
increase in annual production of fertilisers during the Fourth Plan period 
is estimated to be 9.45 lakh tonnes, while the actual increase in annual! 
production has been from 7.55 lakh tonnes at the commencement of the 
plan to 12.30 lakh tonnes during 1971-72, the third year of the Plan. 

1.18. The reasons for the low production of Nitrogenous fertilisers 
estimated at 13.00 lakhs tonnes in the last year of the Plan as against 
even the lowest production target of 15 lakh tonnes of Nitrogenous 
fertilisers fixed by the Ministry of Petroleum and Chemicals themselves, 
have been indicated by the Ministry of Petroleum and Chemicals in a 
written note to the Committee as follows: 

"It is a hard fact that almost all the new projects referred to above 
have faced considerable delays in implementation and would 
be commissioned only towards the end of the Fourth Plan 
period. As a result, their contribution to production even 
during the last year of the Fourth Plan may not be substan
tial. In addition, some of the projects on which construction 
has been completed have been facing serious problems due 
to equipment failures during their commissioning. This is 
also expected to affect the build-up of production from these 
plants during the initial years of their operation. In addition 
both the operating units and the projects under implementa
tion, have had to grapple with serious difficulties on account of 
inadequacy of power supply and power cuts which had to be, 
or are being, imposed by the various power systems. The 
instability in the supply of power arising from voltage fluctua
tions and frequency dips is yet another complicating factor. 
How the power problem has been plaguing this industry can 
be gauged from the fact that during the years 1970-71 and 
1971-72, a total production of about 80,000 tonnes of nitro
gen was lost. In monetary terms, the loss suffered is of the 
order of Rs. 16 cror.es. The powe:- probiem has particular'ly 
been difficult this year as a result of widespread drought 
conditions; it is feared that if the present power shortage 
were to continue, the production in 1972-73 and in subse
quent years may be very seriously affected. It is because 
of these constraints that the level of production likely to be 
achieved by the end of the Fourth Plan may only be 1.3 mil
lion tonnes of nitrogen, even though the total capacity in ope
ration would be about 2.284 million tonnes." 
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Financial Targets and Achievements 

1.19. The financial targets as originally laid down for the Fourth Plan" 
and in the mid-te~m appraisal of the Plan are as follows:-

Continuing Schemes 

New Schemes 

TOTAL 

Plan Provision 

23 1 .73 

493·73 

(Rs. in crores). 

As indicated in 
Mid-term Appraisal 

The total expenditure during the first three years of the Plan was· 
Rs. 197.64 crores only. 

1.20. The representative or the Ministry stated during evidence that 
the Plan provision for new schemes was only "a lump-sum provision" 
based on the "assumption" of cenain new schemes. He said that the fin
ancial target for new schemes had to be reduced by about Rs. 73 crores 
in the mid-term appraisal on account of the delay in thefinalisation of 
some of the new projects, particularly the coal-based plant at Korba and 
the plants at Nangal (Exp), Cochin (Phase II) and Haldia. He, however, 
assured the Committee that "it is likely that the over-all mid-term alloca
tion of Rs. 413.9 crores can be spent during the Plan period." Subse
quently, in reply to another question, he said that it was hoped that it 
would be possible to utilise as much as Rs. 486 crores. 

1.21. The representative of the Planning Commission was, during evi
dence, asked to state the reasons for lump sum provision being made for 
the new schemes in the Fourth Plan decument on an ad hoc basis. He 
said: 

"The projects had not, at the time of the formulation of the Plan, 
been fully indentified and investment decisions taken. In the 
absence of identified projects, we provided a lump sum pro
vision, on the basis of an assessment of what is likely to be 
spent, and what projects are likely to be taken up. At the 
time when the plan was being finalised, studies were in pro
gress with respect to the three coal-based fertiliser projects, 
viz. Talcher, Ramagundam and Korba. There were also pro
posals for Nangal expansion, Haldia and Cochin Phase-II; but 
these had not been fully werked out and, therefore, we diet 
not want to include them. by name, because investment deCI
sions were yet to be taken; but we had particularly in mind 
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these projects when we provided Rs. 262 crores in the IV 
Plan document ...... " 

"'The Fourth plan was prepared under rather un-usual conditions. 
We had earlier three annual Plans and therefore the kind of 
very detailed preparation which normally precedes a Plan, 
was not really put in and this was one of the reasons why WI) 

did not have a large number of identified projects ....... . 
The Mid-term appraisal does not include any amount of lump 
sum provision. All the projects have been identified and 
specific allocations have been made. Now, we have learnt a 
lesson from this and in relation to the Fifth Plan, preparatory 
work was initiated nearly a year ago, so that all the projects 
are identified, projects are prepared well in time and some 
choices could be exercised in terms of relative importance and 
priorities. So this work has already been initiated and the 
Ministries are preparing the reports on various projects. In 
fact there is a task focce on fertiliser which has been set up 
and working on this ...... something like five million tonnes 
of capacity has been identified so far and we have still to 
meet two million tonnes of fertilisers for the identification 
of which work is currently in progress. 

We have got another 15 months and before finalisation of the 
Fifth Plan proposal it would be possible for us to firm up the 
reports of the various projects. Weare considering to have 
something like 7 mil:ion tonnes of capacity." 

1.22. The Committee are constrained to note that the net addition of 
'installed capacity for the production of fertilisers in the country during the 
Fourth Plan period is likely to be only 13.99 lakh tonnes as against the 
original Plan target OIl 27.55 lath toones. According to revised estimates 
-the annual production of fertilisers is likely to increase during the Plan 
period by 9.45 lath tonnes only (from 7.55 lakh tonnes in 1968-69 to 
17 lakhs tonnes in 1973-74) as against the original Plan target of an in-
crease by 26.45 lath tonnes. Thus, with reference to the original plan 
targets. the achievements in the case of installed capacity and productioD 
are likely to be only 51 per cent and 36 per cent respectively. Sizeable 
sboI1llalls have similarly been notice in the achievement of financial taI'-

'gets covering expenditure on public sector projects. The Committee also 
note that to cover up the sizeable shortfall in achievements. Fourth Plan 
target have beCn scaled down from time to time and the achievements 8I'e 

'indicated against the revised targets. 

1.23. ]be Committee are averse to the ad hoc manner in which the 
. fertiliser capacity and production targets wet'e fixed for the Fourth PIIIII 

251 LS-2 
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period by tbe Planning Commission and the Ministry of Petroleum and 
Chemicals. Tbey are also surprised at the leisurely manner in ~ch the 
public sector projects were identified and finalised even though the Fourth 
Plan envisaged their implementation within tbe Plan period. They also 
feel tbat the capital intIensive, long gestation and low profitable nature of 
u.e fertiliser industry was a sufficient warning for tbe Government that the 
private sector may not have an impressive role to play in this field; yet, 
Government had not taken up in advance preparation for a maximum 
dort in the public sector to achieve the targetted capacity. 

1.24. The Committee hope that the poor achievements in the past 
would provide a spur to tbe authorities concerned to urgently rationalise 
the procedures for clearance of projects, streamline the implementation 
machinery and achieve maximum production in shortest time so that pre-
ssure on foreign exchange needed for import of fertilisers may be relieved 
and the country attains a degree of self-SUfficiency in this field. 

(C) Targets for the Fifth Plan 

Fijth Plan Targets 

1.25, The following targets of consumption, installed capacity, produc
tion and imports have been indicated for the Fifth Plan period, The esti
mates of consumption during the Fifth Plan period have been assessed by 
an Expert Committee headed by the Deputy Director General of the Indian 
Council of Agriculture Research on the basis of the response ratios of fer
tilisers for the different crops so that the estimates of requirements are a 
liUJe more scientific and realistic, The import fi!gures are dependent upon 
the production figures. The targets of installP.Al capacity and production 
are, it is stated, for operating units, projects under implementation/firmed 
up and for schemes proposed in Fifth Plan period which are yet to be 
apr loved and included in the Fifth Plan, 

Statement showing The targets for consumption, installed capacity, produc-
tion and imports for the Fifth Plan period (1974-79) 

Quantity in lakh tonnes/value in Rs, crores. 

Consumption Installed Capacity 
Year. 

N P K Total N P K Total 

1974-75 29'6 9-8 5'2 44'6 29'68 9'33 39'01 
1975-76 34'0 12'0 6'3 52'3 36 '16 1I'73 47' 89' 
1976-77 39' I 14'7 7'7 61'5 48'09 14'73 62'82 

1977-78 45'0 18'1 9'4 72'5 61'77 22-73 84' 50 
1978"79 52'0 22'2 II' 5 85'7 70'89 28'73 99'62 

_ ... _-------
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• Production Imports 
Year 

N P K Total N P K Total Total@ 
Value. 

1974-75 17'35 5'50 22'85 12'5 4'3 5'2 22'0 217'10 
1975-76 23'30 7'70 31 '00 10'7 4'3 6'3 21'3 207'80 
1976-77 29'85 9'75 39. 60 9'25 4'95 7'7 21'9 210' 12 
1977-78 41'20 14' IS 55'35 3'80 3'95 9'4 17'15 150'49 
1978-79 52'00 19'60 71'60 2'60 II' 5 14' I 105'71 

@Value calculated on the basis of weighted prices of Rs, 1038 per tonne for "N". 
Rs. 1350 per tonne for "P" and Rs. 614 per tonne for "K". :-

1.26. It would be seen from Ithe above statement that during 1978-79, 
the last year of the Fifth Plan period, fertiliser consumption of 85.7 lakh 
tonnes (52 "N" plus 22.2 "P" plus 11.5 'K') is envisaged. For achieving 
this scale of consumption, it is planned to have by 1978-79 an installed 
capacity of 99,62 lakh tonnes (70.89 "N" + 28.73 'P"). This would 
enable the country to achieve self-sufficiency in nitrogenous fe:tiliser.s by 
the end of the Fifth Plan period. But, about 12 per cent of the consump
tion of ;phosphatic fertilisers (2.60 lakh tonnes) and the entire requir~-

.ment of potassic fertilisers (11.5 lakh tonnes) would still have to be met 
from imports. 

1.27. As to the prospects of achieving an installed capacity of 70.89 
lakh tonnes of Nitrogenous fertilisers by the end of the Fifth Plan period, 
it is stated th!rt the following projects are under implementation or are to be 
taken up for implementation shortly and would be commissioned during the 
Fifth Plan period: ' 

Projects Capacity Likely date of com-
(in million mencement of pro-

tonnes) duction 

Under implementation 

IFFCO 0' 215 October, 1974 
Talcher 0'228 October, 1975 
Ramagundam . 0'228 October, 1975 
Haldia 0'152 January, 1976 
Gorakhpur (Exp.) 0'°51 October, 1974 
Cochin (phase II) 0'°40 October, 1974 
Mangalore 0'160 January, 1975 
Tuticorin c'258 December, 1975 

TOTAL 1'332 
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To be taken up for implementation shortly 

Korba 

NangalExp. 

Sindhri . 
Modernisation. 

GRAND TOTAL 

O· 228 January, 1977. 

O· 152 April. 1976 

O· 129 October, 1976 

0·5°9 

With the implementation of these projects, <the total capacity on which 
planning has been finalised and appropriate clearances given, would 
amount to 4.125 million t01lBes of nitr-ogen. 

1.28. It is further stated that to bridge !the gap between Ithe capacity 
whidI. has alreaQy been. cleared for implemen.tation and the capacity re
quir-ed, adion bas already been initiated towards planning an additional 
cap~ of about 2.4 million to 2.9 million tonnes. For building up this 
additional capacity, at least 10 to 12 large sized projects will have to be 
sat up. the looatioilS of which wouid. have to be settled taking into full 
accoUDt the ttechno-economic consideration.s, availability of infra-structure 
facilities, of feedstock etc. A panel of the Task Force on Fertilisers con
stituted by Gove~nt has already examined possible locations where 
additional capacity could be considered during the Fifth Plan period. Steps 
have also been taken Ito have feasibility studies carried out for several of 
these locations. The implementation of the additional capacity envisaged 
above, including the corresponding phosphatic capacity, would, it is stated, 
require a total investnlent of !the order at about Rs. 1500 crofes, including 
a foreign exchange component of about Rs. 650 crores. 

1.29. In fOrolulating the above plan, considerable emphasis is being 
laid on the standarisation of capacity to minimise Ithe effort involved in 
design and engineering so that the compleition of projects is expedited. It 
is expected that such standardisation could also contribute towards reduc
ing the delivery schedules at which indigenous supplies can be made 
available to the new projects. In view of the very large programme involv
ed and the known limitations of resources, the possibility of implementing 
a paIlt of the programme on a 'crash' basis has also been considered., 
Under this plan, the major responsibility for implementing some of the pr0-
jects would be entrusted to experienced foreign contractors who could im-
plement the projects with maximum utilisation of engineering and other 
facilities and supplies available from within India consistent with the time 
schedule envisaged in the 'crash' programme. 
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1.30. In reply to a question cibuing evideBce, the representative of the 
Ministry of Pe~leum. and -chemicals stated: 

"If all the cle3l'ances have been given (and) foreign exchange tied 
up, it should take 30 to 33 months for an efficient plam to be 
commissioned. Normally 42 to 48 months should be consi
dered necessary for the purpose. Although on a crash basis 
the statement has been made, that a plant can be commis
sioned in 30 months but Ithat would require tying up various 
things in advance and that may not be possible to do; espe
cially when we insist, according to our policy, indigenising of 
detailed design and fabrication of the equipment to the maxi
mum possible extent. When the feI1tiliser plant is commis
sioned, in the first year of its production, it is usual to expect 
performance to the extent of 50 per cent or so. In the second 
year, it may go upto 65 or 70 per cen:t and in the third year 
it may go to 85 or 90 per cent. The plant really takes three 
years to develop its ~otal production capacity." 

1.31. With reference to this sta1ement and the fact that the net achieve
ment of capacity during the Fourth Plan period was likely to be only 13.99 
lakh tonnes, he was asked as to how he expected to achieve during the 
Fifth Plan period an increase in capacity which was five times the perfor
mance during !the Forth Plan. He said: 

"This matter has been considered in great detail and analysed in the 
Ministry and in the Government as well, in consultation with 
related Ministries like the Planning Commission, the Ministry 
of Finance, the Departmem of Economic Affairs and so on, 
and Government have decided upon a number of measures not 
only to speed up construction but also to speed up investment, 
if possible, in new fertiliser projects. Because of the sudden 
change in the fertiliser position in the world, at: the beginning 
of 72, it has been decided iliat it would be preferable to have 
a crash programme for the construction of fertiliser plants. 
With the improvem~~nts in procedure, streamlining and some 
varia:tions in earlier policy with cegard to equipment and so on, 
it is expected hopefully that we should be able to speed up 
sanction and completion of projects, in the years to come." 

.~ 

"You are quite right in saying that it will take between four and 
five years from the !time ilie project is passed to the time it is 
commissioned. That means formalities will take about a year 
and the construction and commissioni~ will ~e about four 
years. For the purposes of the Fifth Plan we have tried to 
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speed up the process of sanotlion and Itying up of foreign ex
change by preparing a she1f of projects foe which very special 
efforts are_ being made to tie up foreign exchange. Very much 
will depend on the credits ayaiIable. This was commen~ 
some one year ago when the Fifth plan was still two years 
away and we are now nearing a stage where four or five new 
projects are on the anvil and we hope that some progress wm 
be made in securing credilts for the implementation of these 
projects on a crash basis. Therefore the work that we have 
done in these two years in locating new project possibilities, 
and preparing the proposals, will I think stand us in good 
stead and if these projects are cleared in the next few months. 
we will have gained one year." 

He further stated: 

"Crash Programme th&t is being suggested now to Govemment and 
which GoV'ernment are considering and are inclined to sup
port, is that !these Crash Programme projects should be on a 
somewhat different basis. While maximum indigenisation of 
plant and equipment will still be attempted, this will be within 
a certain time schedule. For example, if we say that a plant 
must go into production rin 36 months, it means the delivery 
schedule of each item will be worked out; if a particular item 
is to be delivered in 24 months and even if it can be fabrica1ed 
in India but cannot be delivered in 24 months, then we would 
go ahead and sanction its import." 

1.32. As to the association of the private sector with Ithe programme 
for the production of fertilise:-s during the Fifth Plan period, he started: 

"In the Fifth Plan, we still hope that the private sector will respond. 
For that purpose, an exercise is being made to see what action 
needs to be taken to ensure reasonable profitability of a ven
ture of this kind which is of a highly capital intensive 
nature. . .. a detailed cost benefit analysis is being attempted 
.. ' . (and) the rate of return is being analysed for them. We 
are trying to see what should be done. One step has already 
been taken ...... it has been decided that future plants will, 
as far as possible, be on fuel oil as the feedstock. The cost of 
the fuel oil based plant will be at least 10 per cent more than 
the cost of the Naphtha based plant. Therefore, the rate of 
return is low. Government have already decided that excise 
duty on fuel oil will be completely exempted when it is u~ed 

~~ 
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for the manufacture of fertilisers. Then the other measures 
are to see that Fuel Oil and Naphtha Plants are on the same 
economic basis. These are being examined in detail and the 
decision will be announced. We have this experience that 
what ........ Government considers as reasonable profit may 
not be reasonable profit to the private sector investor. If that 
happens !then the decision will have to be taken by the Go
vernment whether the entire fertilisers requirement should be 
manufactured in the public sector rather than entrusting some 

of it to the private sector." 

1.33. Regarding !the pro~Pects of allocation of foreign exchange for 
financing the "Cash Programme" during the Fifth Plan, the representative 
.pf the Ministry of Petroleum and Chemicals said that for the new projects 
to he taken up during the Fi£th Plan period "We have not been able to fix 
up financing arrangement yet; the problem has been posed to some of the 
countries and their reaction is awaited." 

1.34. Dealing with the question of foreign exchange financing for the 
fertiliser programme during FiHh Plan, the representative of the Ministry 
'Of Finance said: 

"In the present situation, after the economic aid from the Uniteo 
States has 'been suspended, it is not possible for us to say from 
the Department of Economic Affairs that for all the projects 
free currency would be given. This would be given only to 
the extent possible, and therefore quite a number of projects 
will have to be financed either by credits from countries or 
from the World Bank ...... I do not think we have a detailed 
plan as to how much foreign exchange will be available in the 
Fifth Five Year Plan. As far as fertiliser is concerned, this 
would receive high priority ...... not only because of the im-
portance (of fertilisers) in relation to the food problem but in 
relation to the question of saving in foreign exchange. For a 
plant with a capacity for the production of 300,000 tonnes of 
nitrogenous fertilisers, roughly, the investment is Rs. 80 to 90 
crores, and the foreign exchange required is 30 crores. This is 
when the plant works at 90 per cent capacity. For the capital 
investment of Rs. 30 crores, savinI! in foreign exchange each 
year is Rs. 30 crores. The proposition i.s therefore self-evident. 
If we do not release the foreign exchange, thre~ vears latf'f we 

may have to release an equivalent amount for import of fer
tiliser y.~ar after year. The Ministry of Petroleum and Chemi
cals will have to (see) what organisational ar.rangements can 
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be made, and to the extent organisational arrangements are 
made, we will try to back it up with the foreign exchange 
release." I 

Pressed lto indicate more clearly the prospects of release of foreign exchange 
for the programme, he said that he '''would make a categorical statement 
that Rs. 650 crores will be found" provided the Ministry of Petroleum and 
Chemicals can make "organisational arrangements" to appropria1e it. 

1.35. The Committee find that the targets of capacity and production 
projected for inclusion in the Fifth Plan are too ambitious as they envisage 
a five fold increase in the achievements m~de in the Fourth Plan. They 
feel that such a massive programme is impossible of attainment except on 
the basis of a "Crash Programme" to be earnestly implemented. Apari 
from the massive resources to the extent of Rs. 1500 crores including the 
foreign exchange component of Rs. 650 crores which will have to be com
mitted to implement the programme, the norms and procedure for clear
I!nce of projects and the principles on which import of technical know-how 
and equipment is allowed, will have to be reoriented and the implementa
tion machinery properly organised and geared up to work on a "Crash" 
basis to achieve the task assigned. All this, the Committee feel, need a 
very careful planning on the part OIl' the Ministry of Petroleum and Chemi
cals. 

1.36. The Committee hope that if the "Crash programme" is ultimate
ly approved, it would be sincerely implemented so that the country attains, 
as the programme envisages, self-sufficiency in the field of at least nitro
genous fertilisers. To begin with, the Government should expedite their 
decision as to the location OII the fertiliser plants which would be set up 
'Under the "Crash programme" during the Fifth Plan period. 



CllAPI'ER n 

POLICY AND PROGRAMMES 

A. Policy 

Private capital in Fertiliser Industry 

2.1. Fertilisers are included in Schedule 'B' of the Industrial Policy, 
Resolution and as such participation of private sector in the industry is 
envisaged. Further, according to the new licensing policy, fertiliser indus
try is included in the 'core' sector,and the larger industrial houses are also, 
permitted to contribute and participate in the building up of capacity in the 
fertiliser industry. 

2.2. Government had at the close of year 1965 enunciated a policy for 
the fertiliser industry. In a statement released to the Press on 17th Decem
ber, 1965, the Minister for Petroleum and Chemicals said: 

"Our foreign collaborators in both il:he private and the public sec
tors are naturally keen on ensuring that they get proper return 
on their investment. Government fully appreciate their feel
ings and have been considering how best to offer them the 
necessary encouragement by meeting their point of view as far 
as feasible. In our discussions with foreign parties We have 
been told that the most effective form of encouragement would 
be to assure them freedom of action in regard to prices, distri
bution arrangements and allied matters. In order to step up 
indigenous production of fertiliser, Government have, there
fore, decided that all fertiliser plants licensed upto the 31st 
March 1967 wiD. have, for a period of seven years from the' 
start of cOIIlll1ercial production, the freedom to fix prices for 
their products 'and organise their own distribution thereof sub
ject to one condition that Government would have the option 
of buy upto 30 per cent of their products at a negotiated 
prices. 

, , 

Gove(l1lDent hope that with the grant of freedom to fix prices of 
their products and arrange for distribution and marketing faci
lities as required, the factories concerned will be able to 
achieve production upto their rated capacity as quickly as 

19 
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possible, and at any rate not later than two years from the 
date of commencement of commercial production. In this con
nection. Government will assist them in carrying out a perio
dical review with a view Ito removing the difficulties they might 
experience in reaching the required production within the 
target date. 

Government pave also felt the necessity of cutting down the pro
cedural delays now experienced in conducting negotiations 
with collaborating parties. It has been decided to constitute a 
small committee of three Secretaries of the departments of 
Economic Affairs, Chemicals and Agriculture, which will have 
all the powers ;to process the negotiations and take decisions. 

It is ihoped that these decisions will give foreign parties the neces
sary confidence and sense of security in respect of their invest
ment and encourage new parties to enter the field. I am con
fident rtbat the fertiliser industry in India is a safe and profita
ble field for investment with almost unlimited capacity for 
expansion 'and that investors from abroad as well as indigenous 
investors will take full advantage of the opportunity offered by 
the new policy decisions of !the Government." 

2.3. It is stated that inspite of these facilities offered, the p.rivate sector 
-Jhas not been evincing adequate interest in the esrtablishment of fertiliser 
-projects. In several cases, the projects for which letters of intent were 
'granted, did not materialise. This is, it is held, mostly due Ito the fact that 
!fertiliser industry, apart from being capital intensive with long gestation 
-periods, is one of low profitability in this country as compared to other 
industries. -. 

2.4. A non-official organisation representing the fertiliser industry has 
in a Memorandum submitted to the Committee, made the following 
submissions: 

"Unfortunately, the flow of fresh investment into the fertiliser in-
dustry appears to have slowed down. A number of proposals 
mooted in the past few years have died a gradual death. No 
new proposal appears to have emerged in the last three or four 
years. The present position bodies ill for the future and it is 
necessary to critically examine the i§s!le so that corrective 
action can be taken in good time. May be, an exercise similar 
to that of 1965 needs to be repeated to set the climate for 
attracting fresh investment in the fertiliser field. 
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In this context it 'Would be relevant to mention that as an integral 
part C1f its 1965 policy on fertiliser, Government gave certain 
assurance with cegard to freedom of marketing. For various 
reasons, Government have not honoured this commitment. 
This is rather unfortunate. While Government may have had 

good reasons for imposing a statutory price control on some 
of the fertilisers and regulation on their movement, this does 
not satisfy the investors. This is particularly SO of a fore1gn 
investor who is guided more by the past o:-ecord of the Govern
ment rather than its pronouncements. 

One of the arguments used by some spokesmen of the Government 
for not fulfilling its commitment is that the additional invest
ment in fertiliser in the country was not upto Government's 
expectation and, therefore, they saw no justification for con
tinuing to honour the commitment. This is, in our view, a 
fallacious argument. Acceptance of this line of argument 
means that thsoe who decided to invest capital in the fertiliser 
industry in India are to be penalised because more people did 
not fall for the bait. Additionally, we are creating the impres
sion that those who did not invest capital in fertiliser industry 
in India were probably wiser than those who took the Govern
ment's promises seriously. 

We, therefore, feel that if fresh investment is to be encouraged in 
the fertiliser industry, which according to our reckoning is 
absolutely vital, GovernDlent should not only honour its com
mitments but because of the emerging pattern in the industry, 
seriously .consider offering fresh inducements and incentives to 
attract fresh investment in the industry. 

The alternative would be reliance on heavy imports resulting in un
certainty of supplies and a very large outflow of foreign ex-
change on imports'" ! 

2.5. The above submission to the Committee was brought to the notice 
of the representative of the Ministry of Petroleum and Chemicals during 
evidence. Asked to offer his comments, he admitted that Government "are 
aware that the flow of fresh investment from the private sector ·has slowed 
down." Stating the reasons for this trend, he stated: 

,jThe response of the private sector in n'.llllbers may have been 
sizeable, but, most of the proposals have been unable to tie up 
various matters satisfactorily. . .. " . 

"With regard to the good proposals We· had received in the past, 
which we thought were acceptable, the r-eason appears to be 
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the adverse economics of the :fuel, ,oil heavy stock route for
the manufacture of fertilisers. There ~alJoa :l;testitation on 
the part of the private sector.uivestors on accoun.t of the fact 
that nitrogenous fertiliser prices are statutorily controlled and 
Government have quite rightly refused to increase those prices . 
. The investors seem to feel that th~se prices will be unremu
n.;:rative and they will not ,get a prover return on their 
investment. " 

2.6. Pointing out that the private sector expectations of profit were 
higher than those of the public sector, he said: 

"The private sector would seem to desire a return on the total 
capital employed in the region of 20 to 25 per cent. Some of 
them have come and said to us that for an investment 
of this nature, they must have a return on the capital employ
ed of the nature of 20 to 25 per cent. Then only, can they 
get a marginal rate of return around 15 to 16 per cent. When 
they get a marginal rate of return of 15 to 16 per cent, they 
get a dividend of 12 per cent after taxes. To declare a divi
dend 12 per cent after taxes, the total devidend to be declared 
will be in the region of 15 per cent. Then alone, will a pri
vate sector investor consider this as a good proposition, The 
Tariff Commission itself has fixed 'a return of around 15 to 16 
per cent on the total capital employed, If We adopt that yard
stick. then private sector investors should come forward, It 
will be a matter of judgement, On the other hand, in the case 
of the public sector, if we get a return of around 9 per cent, 
we would consider ourselves reasonably satisfied, So, even in 
that, I feel that certain amendments WIll be necessary in the 
various elements that go into the cost of production." 

Later on he admitted that for a 9 per cent return on capital employed, the 
gross profit by the public sector undertaking would have to be around 17 
to 18 per cent. He, however, added:- ' 

"There are other ways of giving relief that might be thought of, To 
one way of thinkin)!, increase in the price of fertIlisers to the 
consumer must be the last resort and it must not be allowed to 
OCCUr as far as practicable," 

2.7. Replying to the question whether there were any other ~easons for' 
tlle slowing down of private investment in the field of fertilisers, the repre
sentative of the Ministry of Petroleum and Cherni<:als stated:-

'The other difficulties are also there, because they are not keen to 
fit into the pattern suggested by the Government. Now, these' 



diiticulties c:aa be of tbrco kinds. One is of feed-stock. Vir
tully, every private entrepreneuc would like !to use the best 
available feed-stock, which is naphtha, which is in short supply 
not only in India, but all over the world. The price is also 
higher, as compared to fuel oil. In our own refinery produc-

tion, we get light ends to the extent of 16 per cent to 17 per 
cent, while we get heavier ends from 36 to 42 per cent. 
Therefore, we prefer the latter. In the interest of integration 
with our refinery programme, the heavier fractions should be 
used for producing fertiliser, rather than that we should be 
impo.r:ting naphtha in larger quantities to produce fertiliser. 
The world trend is also that naphtha is becoming increasingly 
costlier. Because a lot of countries are worried about pellu
tion, they are resorting to Hghter fractions which reduce pollu
tion. We found recently that the price of naphtha shot up 
from around $15 to $,30-33. I think, in the light of this 
experience, the decision of the Government of India, taken 
some years ago, not to allow new plants to be put up on 
naphtha, was perfectly valid. This is one consideration. 

The other is that several of them want to import intermediaries like 
ammonia and phosphoric acid, rather than invest their capital 
in the country itseH. Because of the very easy way of import-
ing intermediates rather than producing them, they preferred 
it. 

They did not want to fit into the pattern of the various types of 
fertilisers that Government would like them to produce to meet 
the demand of the cultivators. They would like to stick to the 
most profitable product-mix that they can think of. So, we 
have to drive them towards an acceptable pattern of produc
tion and prevent them from putting up schemes which involve 
import of costly intermediates." 

2.8. Asked to state whether Government had in mind any incentives 
:to attract private capital in !the field of fertilisers, he said: 

"A d~ision has been taken recently that fuel oil or heavy stock 
when used as raw material for the production of fertiliser. will 
be exempt from excise duty. This is a very substantial con
cession. Further, we are going into a detailed study of the 
economics of fertiliser production from fuel oil and heavy stock 
and further action will be considered on the basis of the results 
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of this study. The objective is to ensure that when fuel oil or 
heavy stock is used, the economics of the project should be: 
roughly at par with fertiliser plants based on Naphtha." 

Amplifying his above statements, he said: 

"We have ,gone into this question in a limited way and exempted 
fuel oil from excise duty. We are taking up certain other 
measures. But these measures will also have to take into 
account the policy determined by Government as to the feed 
stock and as to the product pattern and the relative reluctance 
of Government to allow import of intermediates like Ammonia 
and phosphoric acid. The group is going into this question 
and Government proposes to seriously consider this matter 
in the near future but this annOllllcement of withdrawal of 
Excise Duty on Fuel Oil does go a long way to meet their 
point. This has been announced only recmtly. We do not 

know how many Private Sector companies will come forth 
but some of them have started soaying that this does not go 
far enough and they will not be interested. It has been said 
by r.~sponsible groups and if Government deddes that further 
duty sacrifices should not be made and that we must not in
crease the price of f~tiliser, then the only obvious alterna
tive before the Government becomes that the fertiliser pro
duction should grow only in the Public Sector irr.~spective of 
what the Private Sector does. But I do not think it will 
come to that. I am hopeful that private !nvestment will also 
be attracted to this very heavy investm.'!nt industry so that 
it can be harnessed to produce vital need of agriculture." 

2.9. It was pointed out to the witness that the number of applications 
received from private parties after the announcement of Government 
policy in 1965 showed that the response from the private sector had no~ 
been lacking. To this he r.~plied:-

"The applications were made. I am not saying that it is wrong 
or it is contradictory. The applications are received. They 
either usually break the policy constcaints put upon them by 
the Government or they. are not able the firm up their pro
jects to th.'! satisfaction of the Government. Govemment 
have been most anxious to .see that private sector also takes 
a hand in the production of fertiliser:-s." 

\ 
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2.10. In this connection" the representative of the Planning Com-
mission also statoo: 

"I would like to remove an app:r.ent misunderstanding that pri. 
vate sector is not allowed any role in the fertiliser pr.ogramme 
and no provision for this is made in th.~ Plan. The Fourth, 
Plan recognises the fact that 8 projects involving a capacity 
of 1.31 miNion tonnes have been approved in the private 
s(fCtor. In othe~ words the Plan had raken into account that 
a certain amount of capacity would come in the privat.~ sec
tor. Today there are six projects al:eady in operation in the 
private sector and a few are under construction. Unfor
tunately, these pdvate sector projects have not come up to 
the extent that was envisaged in the P;an. So there i'> no bar 
to ~ivat.~ sector projects coming into the fertiliser programme. 
In fact we are keen that as many projects as possible be taken 
up in the private se~tor." 

2.11. Government are in the process of formulating a massive crash 
programme \for the production of fertilisers in the country during the Fifth' 
Plan period involving an outlay of about Rs. 1500 crores. In the larger 
national interest of achieving self reliance at the earliest, Government would 
like both the public and private sector to play their part in setting up 
additional production capacity. 

2.12. It is admitted by Government that the fertiliser industry is a 
capital intensive industry with a long gestation period and consequently 
it has low profitability. It is also admittted that the flow of fresh private 
investment in the fertiliser industry has siowed down due to various rea
sons, the chief among whic:h is the disincJination on the part of the Gov
ernment to consider proposals based on imported intermediates like 
ammonia, phosphoric acid etc., and the new policy of the Government re
garding feed-stock for the fertiliser industry which would, as Government 
have themselves admitted. make the cost of production substantially higher. 

2.13. The Committee have, in a subsequent section dealing with the' 
feedstock requirements, commented upon the feedstock polky of the
Government. The Committee would like Government to study in depth 
problems and 'difficulties which are impeding progress and take conc:erted 
measures to resolve them. In this context, Government may consider 
setting up an expert body consisting of representatives of fertiliser industry 
both in public and private sectors and the Ministries of Petroleum and 
Chemicals and Agriculture and aU others concerned to examine variou 
matters that inhibit growth and recommend appropriate solutions therel{or'-
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B. Feeds&oek 

;Feedstock for Nitrogenous Fertilisers 

2.14. The installed capacity for the production of Nitrogenous fertili~ 
'sers (as on 1st March 1973) is about 1.464 million toMes per annum and 
-the capacity is expected to increase to about 2.284 million tonnes by the 
'end of the Fourth Five Year Plan.. The break-up of these capacities based 
"on various feedstocks is as under:-

Feedstock 

1. Lignite 

2. Electric Power. . 

3. Coke Oven Gas 

4- Ammonia recovered from Coke Oven Gas. 

5. Coke 

6, Natural Gas 

7. Naphtha . 

('oe/:)' tonnes of Nitrogen) 

Capacity Capacity 
existing expected 

as on during 
1-3-1973 1973-74 

70 70 

85 85 

90 90 

20 20 

70 70 

90 242 

1039 1707 

1464 2284 

'Until now the entire f.:!edstock reqoirements of the fertiliser industry was 
'met from within the local sources, Besides fertilisers. naphtha is also used 
. by the petrochemical industr.y for which it is the only useable fe.oostock. 

Recommendations of Feedstock Committee 

2.15, The Feedstock Committee, appointed by Gov'<:mment in Septem
ber, 1969, in its report submitted in November, 1970 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. Its study has shown that use o.f coal and electricity involves 
the minimum out-flow of foreign exchange. According to the Committee, 
in the case of electricity, the currently available technology makes the 
fertiliser plant more capital intensive than that based on any other feedstock 
and therefore unattractive for fertiliser production, even when power could 

;ibe supplied at cost p:-ice. Hence, significant expansion of the fertiliser 
'capacity within the time horizon of the FIfth Plan based on electricity may 
':11Ot be feasible, However, the Committee felt that certain developments, 
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in experimental stage, if proved successful for commercial use in fertiliser 
production may be of interest for adoption. 

2.16. The Feedstock Committee had also examined the domestic avail
ability of natural and coke oven gas and concluded that the scope In this 
direction would also be limited. 

2.17. As regards imported ammonia, the Committee expressed the 
view that its import would be expensive in terms of foreign exchange outgo 
compared to the import of the basic feedstocks like naphtha/fuel oil for 
its local production and also it would set certain limitations on the product 
pattern when straight nitrogenous fertilisers are required to be produced. 
Hence, having regard to these considerations, it was felt that the import 
of ammonia can be thought of only to a limited extent in special circum
stances where it could be converted into complex fertilisers at port loca
tions. 

2.18. The Committee also looked into the possibility of import of 
liquified natural gas (LNG) as feedstock for fertiliser production. Any 
economic use of imported LNG, would require processing and transporta
tion of the gas in very large quantities much beyond the requirements of 
one or two fertilise· units. Because of these and other considerations, 
the Committee found that its use as feedstock in the immediate future 
may not be practicable. 

2.19. Between the use of heavy crude, fuel oil and naphtha, the 
Committee excluded the use of crude for practical considerations as feed
stock for fertiliser production at inland locations, leaving naphtha and fuel 
oil as the major alternatives available in the choice of the feedstock. 
Between the two, the use of fuel oil/heavy petroleum fractions has been 
recommended as the major feedstock for the fertiliser capacity to be 
developed in the Fifth Plan for the following reasons:-

(a) Naphtha would be in short supply even to meet the committed 
requireme.nts of the fertiliser and petrochemical projects and 
would continue to be so in the foreseeable future. 

(b) Though tbe initial investment on a fuel oil based plant and 
its foreigq exchange component would be somewhat high com
pared to that of naphtha based plant, the recurring foreign 
~xchange expenditure in case of the former is much lower. 

(c) While the r.-ecurring foreign exchange requirement favours the 
use of fuel oil as feedstock even when both naphtha and fuel 
oil are tQ be imported, it is possible to make available the 
feedstock requirements of fuel oil for the fertiliser industry 

251 L.S.-3. 
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from out of local production within a relatively shorter time 
with development of more refining capacity. The feedstock 
Committee has found that, while economic considerations 
favour the use of fuel oil as feedstock, its commercial profita
bility does not match the use of naphtha as feedstock. Accord
ing to its studies. in order to attain compa:.able profitability, the 
price of fuel oil has :to be cheaper b¥ about Rs. 108/- per 
tonne compared to that of naphtha at a ,gtven location. In 
this context, the Conunittee has stressed the need for adjust
ment in the pricing of fertiliser feedstocks and waiver of all 
duties on fuel oil, when used as feedstock for fertiliser pro
duction. 

Review Committee 

2.20. The recommendations made by the Feedstock Committee were 
examined by a Review Committee. The studies of this Committee reported 
in July, 1971 confirmed the earlier findings in favour of fuel oil. The 
Review Committee has recommended the following measures: 

(i) Exemption of fuel oil/heavy stock from excise duty when used 
as feedstock for fertiliser production; 

(ii) Extension of the period of admissibility of development rebate 
of fertiliser projects based on fuel oil/heavy stock; and 

(iii) Exemptions or reduction of incidental charges such- as freight 
sUIcharge, AFRA adjustment. ATF adjustment, marketing 
charges, etc. from the price of fuel oil supplied for fertiliser 
production as the supplies would be in bulk involving no 
marketing charges. Since the submission of the report of the 
Review Committee. the position both as regards international 
supply and the price of naphtha have further hardened. 

Feedstock Policy of Government 

2.21. Government were asked to state their policy in regard to feed
"tock for future fertiliser plants. They have, in a written note to the 
Committee, stated that as in other advanced countries, besides the fertilisers, 
the demand for naphtha for the petrochemical industry which would have 
to be provided priority over fertilisers, is increasing in India also. The 
consumption of naphtha by the fertiliser and petrochemical industry which 
currently stands at about 1.8 million tonnes is expected to increase to a 
level of over· 4 million toDlies in the terminal year of the Fifth Plan. In 
order to meet the growing requirements, the need for import- of naphtha 
has arisen even during the current year (1972-73) and it may continue 
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ior sometime to come. While the eXtent of deficit iii the naphtha supplies 
.in the coming years wo~d depend on the gowth of the petroleum refining 
<:apacity, it is expected that the full naphtha requirements of the fertiliser 
.and petrochemical industry could be met by 1978/19 only if the refining 
capacity is raised to a level of 43 million tonnes by that time. 

2.22. It is further stated that besides the USe of naphtha for fertiliser 
llndpetrocheD1ica1 production, with stringent pollution measures being 
introduced in many of the advanced countries, there is a switch over from 
fuel oil to naphtha for energy purposes in the industry. Naphtha is a 
cleaner fu~l with low sulphUr and would be niore economical if the additional 
,cost of anti-pollution measures nec:ssary with fuel oil, is also considered. 
Consequently, the world supply position of naphtha is already hardening 
and against a price of Rs. 135 to 150 per tonne elF prevailing earlier, 
the price now being quoted is anywhe:e upto :R.s. 200 per tonne CIF. 
Besides the increase in the price of naphtha, there is also the uncertainty 
of its availability in the international market. 

2.23. As regards fuel oil, while there is currently a shortage in the 
country and part of the requirements are met by iniports, with an inttease 
in the !:'efinery capacity to 43 million tonnes, it is stated tlrat it would be 
possible to meet not only the full industrial requirements of fuel oil but 
also make available about 2 million tonnes as feedstock for additional 
fertiliser production in the Fifth Plan, which should, either be adequate 
or may fall short of the requirements only marginally. Some of the salient 
points in favour of the use of fuel oil as feedstock are given as under:-

(i) Enough fuel oil, as feedstock, would be available to meet the 
requirements of the Fifth Pian, if the r.efining capacity is 
increased to 43 million tonnes by 1978-79. 

(li) Even if there is a marginal shortage of fuel oil, the foreign 
exchange outgo on the import of fuel oil would be much less 
than that involved in the import of naphtha, the current CIF 
price of fuel oil being about 50 per cent of that of naphtha. 

(iii) All fuel oil based plants making use of partial oxidation process 
wollid have the flexibility to use heavy crude or heavy fractions 
of petroleum as feedstock and thus, if required, the import of 
the most favourable feedstock with minimum foreign exchange 
outflow could be considered. 

(iv) The use of fuel oil/heavy stock for fertiliser production is in the 
national interest. 
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(v) The availability of heavier petroloeum fractions for import if 
required is likely to be more reliable. 

Considering all the relevant aspects, Government have decided to develop 
the additional fertiliser capacity for the Fifth Plan based mainly on fuel 
oil/heavy fractions of petroleum as feedstock. 

2.24. Asked to state the steps taken or proposed to be taken by GovelJl
ment to attract private entrepreneurs to set up fertiliser projects in 
aocordance with the policy of the Government, it is stated that in order 
to attract private entrepreneurs to set up fertiliser plants based on fuel 
oil as feedstock, the Government have accepted the conclusions and recoCi
mendations of the Feedstock Committee and the Review Committee an4 
as one of the steps towards bringing the economics of production of fuel 
oil comparable with that of naphtha, it has already been decided to exempt 
fuel oil from excise duty when used as feedstock for fertiliser production. 
Further, it has also 'been decided to exclude items that are built into the 
price of fuel oil/such as A TF, C&F account and freight surcharge pool 
adjustments when it is used as feedstock for fertiliser production. 
Government maintain that in view of the wider implications involved, it 
has not been possible for them to accept the recommendations of the Review 
Committee on the extension of development rebate beyond May, 1974 to 
the fertiliser projects based on fuel oil/heavy stock as feedstock. The 
Government are, however, examining the measures that would have to be 
initiated to make the fuel oil based fertiliser plants viable and a decision 
in this regard is expected to be taken by them within the next 3-4 months 
time. 

2.25. During evidence, the representative of the Ministry of Petroleum 
and Chemicals was asked to state as to what, in his opinion, was the most 
suitable feedstock for fertiliser industry from the point of view of economy, 
general availability and self-reliance. He said: 

"Naphtha is the most economic feedstock. The general availabilliy 
of Naphtba in the country is likely to be very restricted because 
of our refinery programmes. It is uneconomic to modify the 
refinery programme mainly to produce Naphtha. It is the other 
products which are of higher value and which govern the 
refinery programme. On gcounds of general availability and self
r.eliance, it has ~en decided that future plants should be based 

on fuel oil and heavy stock" 

He however, admitted that the country "will not be self reliant in the matter 
of crude oil". "In !the matter of crude oil we are producing only 1 /3rd 
(of our requirements) and the gap wnI widen unless we find a bonanza" 
be said. He was thereupon asked as to how he maintained that the use 
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;of fuel oil as feedstock for fertiliser plants would lead to self-reliance. To 
this he replied: 

"It (problem of self-reliance) is solved to this extent that we will 
import crude oil and produce from it light ends and middle 
distillates, and the residue that remains will be nearly sufficient 
(for fertiliser production)." 

Uniform application oj policy to public/private sectors 

2.26. A non-official organisation has, in a memorandum submitted to 
the Committee, stated: 

"Phosphoric acid is already imported for use in one of the public 
sector units. One private and a cooperative unit under con
struction have also been permitted to use imported phosphoric 
acid. Government, have, however, decided that in future no 
private sector unit will be allowed to operate on imported 
phosphoric acid. It would appear that this restriction will not 
apply to the public sector. Similarly, barring one private 
sector project, imported ammonia will be allowed only for public 
sector units. This discriminatory policy of the GQvernment 
makes no economic sense. If the use of imported phosphoric 
acid or ammonia is justified in a public sector plant it would 
equally well be justified in a private sector unit also. Govern
ment's insistence on private sector using only fuel oil has led 
to a few proposals not being seriously pursued. A uniform. 
poHcy regarding feedstock is Ileeded and it must apply equally 
to all the sectors." 

2.27. Replying to the question asked during evidence as to why the 
public sector fertiliser plants at Trombay and Cochin were being based 
on imported Ammonia as feedstock. the representative of the Mmistry of 
Petroleum and Chemicals said: "We have made two exceptions .... for a 
limited period so that we can have availability of fertilisers and in the 
meanwhile these plants will also develop their own Ammonia facility." "In 
the public sector all new units will either use coal or ~uel oil. No new unit 
based on Naphtha is contemplated" he said. 

Import of Naphtha 

2.28. The representative of the Ministry of Petroleum and Chemicals 
during evidence befor.~ the Committee informed that duril'lg 1973, 'a deficit 
of 3 lakh tonnes of Naphtha was anticipated. Indian Oil Corporation had 
already tied up the import of about 1.20 lakh tonnes and it was hoped 

that the remaining quantity would also be tied up for import in time for 
meeting the requirement. 
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Price of Naphtha 

2.29. The duty free selling prices of Naphtha ex-Bombay (ex-refinery) 
during the last five years were as follows:-

Date as on 

1-1-1966 
1-1-1967 
1-1-1968 
1-1-1969 
1-1-1970 
1-6-1970 

28-5-1971 

Rs. per metric tonne 

80'76 
80'22 

107'85 

105'47 
89'23 

II4' 15 
144' 13 

The prices as on 28-5-1971 are stated to be still C\UTeD1. 

2.30. As to th~ ,basis of fixing the prices, it is stated that a formula 
for ~ ~ prices of naphtha was notified to the Oil Companies in July. 
19~ an4. the same oontinued upto 31-5-1970. The prices with effect 
from 1-&-1970 were fixed on the basis of O.P.C. recommendation and the 
ex-~y price. was fixed at Rs. 114.15 MT. This was increased with· 
effect frOQ1 28-5;-1971 to 144.13 M.T. The break-up of both these prices 
is as under:-

Landed cost 

Inst/ Ad./Dist. and Profit @ 10 % of landed cost 

FSP Surcqarge 

(Rupees per M.T.) 

1-6-1970 28-5-1971 

94'68 

9'47 

10'00 

101'03 

10' 10 

C~F Sm-chafge 18'00 

2.31. Regarding the increase in the international prices of Naphtha it 
is stated that since no imports of naphtha were made till 1972, precise 
information about the international market prices of naphtha for the years 
1968 to 1971 is not available with Government. However, generally, the 
prices in this period were in the region of $ 18 to $ 20 per tonne. In the 
first half of 1972, the prices dropped to an all time low level of about 
$ 16 per tonne. The market has hardened up subsequently and current 
pri.;es are in the region of $ 28 per tonne. 



33 

2.32. During evidence, it was pointed out to the representative of tho 
Ministry of Petroleum and Chemicals that the price (duty free, ex-Bombay 
refinery) of Napbtha within the country increased from Rs. 80.76 per 
M.T. as on 1-1-1966 to Rs. 144.13 per M.T. currently prevailing, even 
when it was under tbe control of Government and that such a large increase 
in the p:ice of raw materials affected the viability of a plant materially. 
He replied: 

"I would agree with the principle that Naphtha price or the price 
of any ray; material for a viable industry should remain stable 
over a period of time. This price of Naphtha which had gone 
up by Rs. 58 over the course of years started going up on 
account of two reasons--one was devaluation and the other 
was the steady increase in 'the cost of crude." 

Codl as Feedstock 

-' 

2.33. As mentioned earlier, coal along with fuel oil was the feedstock 
preferred by the Feedstock Committee in their report submitted in 1~70. 
Dealing with the use of coal as a feedstock during evidence the representa
tive of the Ministry of Petroleum and Chemicals stated: 

"Coal is an integral part of the fertiliser strategy and it is for that 
reason that there were th.ree pla~.ts of lm'ge size based on coal. 
It is particularly anticipated that in areas close to the coal 
availability in the country, future deV'cloplhent should be 
oriented toWards coal-based fertiliser plants. But, we would 
like to get solbe ~eiice on large-siZed plants at Talcher, 
Ramagundam and Koma., before expanding the coal-based 
plants on any siZeable scale, or putting up new plants on any· 
sizeable scale," 

Power as Feedstock 

2.34. Power is one of the feedstock for the production of fertilisers. 
Nangal fertiliser plant is based on pow~ as feedstock supplied by the 
Bhakra Nangal Hydel Project. As to the possibility of using hydel power 
as feedstock for the production of fertilisers, the representative of the 
'1inistry of Petroleum and Chemicals stated during evidence: 

"Hydel power is a very good source. But, considering the power 
shortage and the power picture that is being projected to us 

_ by the authorities in the country, it would appear that the 
social costs of using very large quantities of power for electro-

lysis is not advisable. I think power used in industries-small 
industries-and electrification for agriculture will confer ~eater 
benefit than using power in bulk for the production of fertiliser 
direct, with power as the feedstock." 
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Replying to the question as whether there had been any exercise in any 
of the Ministries of Government on the question of multiple utility of 
h~essing our river waters for irrigation, generation of power for indus
trial and other purposes and also for use as feedstock for fertilisers besides • as a flood control measure, he said: 

"This aspect has certainly been studied and considered, The 
general power situation in the country, the possibility of 
development of a national grid to carry power even from remote 
regions and the use of power for industry and agriculture, 
would seem to rule out the possibility of using power as a 
feedstock for fertiliser ...... In the foreseeable ,future it does 
not seem a feasible proposition, 'although a time may come 
when if power could not be utilised in any other form, it may 
be decided to set up a fertiliser factory. But I must confess 
that to me it appears a very remote possibility." 

As to the economics of using power as a feedstock for fertiliser 
industry, he. said: 

.' .' . 

"Even when power is available at 2.5 paise per unit. it is oot 
considered economic to use it for producing fertiIisers. The 
product pattern in a power based fertiliser plant is also limited. 
You cannot produce a wide range of fertilisers. Gestation 
period of a power based fertiliser plant is longer. Therefore~ 
while in principle I would agree with your suggestion that in 
remote areas where the utilisation of power is not feasible for 
a length of time (and that length of time should not be less 
than 20 years), it may be possible to establish a fertiliser pro
ject. But these remoter areas are likely to be connected with 
facilities like roads and rail. Therefore, quite kankly I must 
submit that development of fertiliser production on power 
does not seem a feasible or practical preposition in the fore-

seeable future in India." 

2.35. The representative of the Planning Commission was also asked to 
give his opinion on the desirability of such a study being made de nona. 
He said: / .. u'-77"· m:~ 

"Basically, our demand for power is high. Since it is going to 
increase substantially in the Fifth Plan, we will have to use 
both hydel power and thermal powC!:'. Hydel power potential 
will be developed more in the context of the Sixth Five Year 
Ploan, because, it takes a long time to develop hydel power p0.

tential. On the other hand since our needs'is the Fifth Five 
Year Plan are more immediate. we will have to have a number 
of thermal power projects. The second part of the question is 
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the r:ole of power for the production of fertiliser. The position 
is .... that this power can b.:! utilised only if it is going to be 
economical. Now, the studies so far done indicate that power 
will have to be available at something like 2 paise or less if it is 
to compete with alternative methods of production or alterna
tive f~ stock for production of fertiliser. We have no hydel 
power station which may be able to generate power at this 
rate." 

"We have to distinguish use of power for fertiliser production ot 
two categories. One is powe.r used as a feed stock in replace
me'llt of coal or fuel oil or Naphtha. The other is the power 
that is being used to run a machinery. Now, to generate power 
for the purpose of running a machinery, that kind of power in 
a captive manner may be economical in many cases. But to 
ge'llerate power in a captive fashion, for use as a feed stock, 
is quite 'uneconomical at the current costs and prices." 

2.36. It was poin~d out that though hydel power may be a costlier 
feedstock for fertiliser industry, if viewed in the context of its multiple 
benefits in controlling floods, irrigation and generation of power for indus
trial and other ,}ses, it might in the ultimate analysis power to be an 
economically feasible proposition. To this the representattive of the 
Planning Commission replied: 

"The overall economics in specific cases would certainly need t() 
be considered in the context of the various other benefits that 
would flow to the development of the economy. This would 
certainly be considered." 

"I would like to add that considerable amound of research work 
is curre'llt1y going on for improving the efficiency of electrolysis 
for production of Hydrogen. If this proves successful there 
is some possibility that electricity may prove to be a faidy 
economic proposition for production of fertiliser." 

Natural Gas as Feedstock 

2.37. It was pointed out during evidence that in the process of petro
leum refining a lot of natural gas was flared up. The representative of 
the Ministry of Petroleum and Chemicals was asked whether any research 
had been made"as to the use of natural gas as feedstock for fertilisers. He 
said:-

"This is a constant endeavour. As you know GSFC in Gujarat is 
based on natural gas. Namrup expansion which is underway 
is going through 0'Il the. basis of natural gas which is at present 
being flared off. lFFCO at Kalol is also based on natural 
gas. It will depend on the economics of natural gas resources 
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available in the country, their location, the infra-struct1.ral 
facilities and on that basis the possible utilisation of gas will 
'be attemptect" 

2.38. As to the possibility of the use of liquified natural gas as. 
feedstock, he stated:-

"Liquified gas requires heavy investment-lor liquification plant and' 
also for re-conversion of liquified gas into gas by further pro
cessing. The general impression is that this will be feasible 
and, economical if it is done on a very large sC'ale. At present 
we do not ~ee locations in India where. such large-scale impon 
of liquified natural gas would be feasible. However, we have 
commissioned a detailed technical study which will take several 
months to complete and on the basis of that study, we will 

proceed. Another point I would like to make is that when we 
talk of importing liquified natural gas into the country to pro
duce fertilisers, we may also be able to consider the possibility 
of using gas for the setting up of joint fertiliser projects in 
countries like Kuwait, Iraq and so on. One or two such pro
positions are already under consideration; the product of the 
joint plant could then be entirely ear-marked for supply to" 
India. But the total economics of this will have to be consi
dered." 

Feedstock for Phosphatic Fertilisers 

2.39. The present installed capacity of 500,000 tosnes of phosphatic 
fertilisers is expected to increase to 560,000 tonnes by the end of the Fourth 
Five Year Plan. The break-up of this capacity based on different raw 
materials is as under:-

Raw Material 

Imported Sulphur . 

Imported Phosphoric acid 

By-product sulphuric acid 

Waste sulphuric acid 

Nitric acid/imported D.P. 

TOTAL 

Capacity 
existing 
as on 
1-3-1973 

363 

85 

12 

4 

36 

500 

Capacity 
expected 
during 
1973-74 

373 

127 

12 

12 

36 

560 
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Other Feedstocks 

2·40. Besides the feedstocks required in the manufacture of nitrogenous 
mrtilisers, some of the other primary ~aw ma~ria1s used in the manufacture 
of nitrogenous and phosphatic fertiliser in the country are gypsum, rock 
phosphate, phosphoric acid, sulphur and by-product sulphuric acid 0b
tained from the smelter gases of the non-ferrous metal plants and pyrities. 
The position in regard to each of these is as follows: 

Gypsum: A major part of ammonium sulphate production in the 
country is based on gypsum.. While the ammonium sulphate produced at 
Sindri is based on the natural gypsum available from Rajasthan area, that 
prod~d at GSFC (Baroda) ElD-Parry (Enn'ore) and part of the produc
tion at FACf (Alwaye) is based on by-product gypsum obtained in the 
D;laIlu(actme of ~phoric acid. Out of the total production of 720,000 
tonnes of ammonium sulphate during 1971-72, nearly 59 per cent of the 
production was based on gypsum (34 per cent based on natural gypsum 
and 25 per cent based on by-product gypsum) while the balance 41 per 
cent was produced by making use of sulphuric acid manufactured from 
sulphur. 

Phosphoric Acid: With the commencement of production at Madras. 
Fertilisers in Novem~r, 1971, India has started using imported phosphoric 
acid as raw material in the manufacture of phosphates. During the 
Fourth Plan, besides Madras Fertilisers, the Goa fertiliser unit is also ex
pected to make use of imported phosphoric acid as raw material. 

Sulphur: Presently, sulphur is used as a raw material both in the 
manufacture of phosphatic fertilisers as also for ammonium sulphate. The 
Isulphur requirements of the fertiliser industry are presently &bout 4()(),OOO 
tonnes in the coming year (1973-74). The entire sulphur required is im
ported. Some production of sulphuric acid also goes into fertiliRer manu
'facture, based on the smelter gases obtained from the tWo non-ferrous metal 
plants located at Udaipur and Alwaye and on Pyrites at Sindri. The acid 
produced during 1971-72 from these materials amounted to about 25,000 
tonnes in terms of sulphur. 

Rock Phosphate as Feedstock 

2.41. The present requirements of rock phosphate used in the manu
facture of Phosphatic fertilisers are placed at about 1.4. million tonnes 
which are expected to increase to about 1.6 million tonnes in the coming 
year, i.e. the last year of the Fourth Five Year Plan. With the discovery 
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()f local resources of rock phosphate, a beginning was made in 1969 fOr 
the exploitation of rock phosphate deposits from Rajasthan. The produc
tion of rock phosphate during the last three years from this source was of 
the following order: 

96,896 tonnes 

1970-71 194,735 tonnes 

It is expected ,that during 1972-73 and 1973-74, a quantity of about 
200,000 tonnes to ~O,OOO tonnes of rock phosphate would be available 
lfrom this source while the balance will have to be imported to meet the 
requirements. 

2.42. The import of rock phosphates has been of the following ocder:: 

1969-70 

1970-71 

*1971-72. 

"'1972.-73 

"'1973-74 . 

"'Estimated Figures. 

Quantity 
CLakhs/Tonnes) 

6·46 

7.56 

8·42. 

9·00 

10·00 

Value 
CRs./erores) 

8·32. 

11·66 

10·2.5 

13·00 

14. 00 

2.43. In a written note, asked fOr by the Committee, on the develop
ment of the Rock phosphate Deposits in Rajasthan, Government have 
stated that, of all the known deposits of rock-phosphate in the country. 
lhamarkotra Rock-Phosphate Deposit is the most promising in respect of 
reserves and grades. The development of this deposit was undertaken by 
the Department of Geology, Government of Rajasthan. An allocation 
of Rs. 63.12 lakhs was made in the State Plan for 1971-72, but the anti
cipated expenditure is only Rs. 50.12 lakhs. Similarly, Rs. 56.3 lakhs 



39 

was allocated for 1972-73 and the total allocation for the Fourth Plan 
was Rs. 201.08 lakhs. The State Government initiated work in Block 
D, which contains the best grade of ore· Experimental mining was started 
in March, 1969 and the Government of Rajasthan are at present mining 
about 800 tons of rock phosphate per day from Block D and have also
prepared plans for increasing this production to 2000 tons per day from 
this Block. The production from the Block D being of the best quality ~ 
'is directly useable for the manufacture of super phosphate/complex ferti
lisers. 

2.44. The Central Government in consultation with the Government 
IOf Rajasthan have obtained World Bank's assistance for getting a Feasibi
bility Report prepared for the exploitation of this deposit. An interim 
Report has been received from the World Bank in February, 1972 and the 
final report was due by March-April, 1973. In view of the likely size of 
the investment as well as the importance of the Project in the conext of a 
fertiliser complex that can be set up based on the Jhamarkotra Rock Phos
phate and Saladipura Pyrites, the Central Government has been of the 
opinion that the Jhamarkotra Rock Phosphate Project should be with the 
Central Government. A separate corporation can be set up to handle it. in 
which the Government of Rajasthan, can come il). as ,a minority participant. 
The matter has been under discussions for the last 2 years. On 4th, July 
1972, the Planning Minister held a meeting on the subject which was 
attended by Minister for Steel and Mines, Minister for Petroleum and Che
micals and Chief Minister of Rajasthan. As decided in this meeting, com
prehensive note was prepared in the Department and copies sent to the 
Chief Minister, Rajasthan So that he could place the matter before his 
cabinet collegues for a final decision in the matter. So far nothing has been 
heard . from the State Government of Rajasthan. 

2.45. It is further stated that the biggest impediment to the raising of 
the present level of production is inadequacy of rail transport. Certain 
decisions were taken in consultation with the Railways in January, 1972' 
which included the conducting of surveys. Government of Rajasthan have' 
deposited a sum of Rs. 50,000 towards the actual cost of the survey which 
!had not been completed by the Railways till December. 1972, 

2.46. The Committee note that Govemment have accepted the recom
mendations of the Feedstock Committee and Review Committee that iD 
future the fertilisel' plants would be based on fuel oil and. that, to set oft 
the higher cost of production of fertilisers involved ill the process, the excite 
duty and certain other. charges boDe into the price of fuel oR, when used 
as feedstock for the manufacture of fertilisers, have recently been waived. 
The Committee urge that other measures to bring the economy of fuel oil 
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based planb at par with tbo8e based on Naphtha, which are onder exami
nation of Govel"Mllent, should be detided upon SInd announced soon SO 

1hat a complete pictul'e is available to Itre general 'public for taking invest
ment decision. 

2.47. The COnimittee are distressed to notc that whereas the worM 
trend is to switch over from fuel oil to Naphtha as fee&tock for the 
manufacture of fertilisers because the latter i'l a cleaner fuel creating lesser 
pollution problems, in India all future fertiliser plants would, as a matter of 
policy, be based on fuel oil. They hope that Government have taken into 
consideration fully the pollution problem likely to be created by lite u~ «if 
foel oll as feedstock for production of fertilisers and recommend ttutt 
the economic feasibility of such a plant should take into account tile cost 
4)f adequate anti-polJution measures and that these measures shootd fol'lb. 
an integral part of the project report for each such plant. 

2.48. As coal is abundantly available in the country, fertiliser 'plablls 
based on coal as feedstock would appear to be the most suitable feedstoek 
from the point of view of self reliance. The Committee note that fbtee 
of the plants under construction are already b_ed on coal and Jorthet 

-expansion of these plants as also setting ap new plants based on coal as 
feedstock would depend upon the sueet!ss of these plants. 'he C&1iJImfttee 
recommend that while planning for additional capaCity for the prodocthm 
of fertilisers during the Fifth Plan period, Government should place greater 
reliance on coal as feedstock subject, of course, to the emting experiment 
being successful. 

2.49. There is considerable untapped hydro-electric potential in the 
country. As electricity as feedstock for the production of fertiliser wonld, 
along with coal, involve the minimum outflow of foreign ex:change. the 
Committee recommend that Government should examine the feasibility 
and economies of hamessing the river waters for preventing floods, irriga-
tion and production Of electricity for various purposes including its use as 
a feedstock for tbe production of fertDisers. 

2.50. The Committee regret that between 1969, when tbe exploitation 
of the rock JShosJ1hate mines in R.ajasthan began, and 1972 not much pro
tress h~ been made in developing the mines. Consequently the local 
Jk'OC1oction of the material has been low and sizeable imports are cl)"tinu
Ing. As it would not he possible fO'r the State Govemmeot to providl' all 
Ih resources for the development of these mines out of its meagre lunCls, 
die Committee recommend that Government shouI~ in consliltation wttt. 
fhe State Government, devise a suitable scheme ,.bleh may fllCJ1itate the 
speedy development Of the mines. 
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c. LkeDsing Delays 

Licences Applications Received and their Disposal 

2.51. The Ministry of Petroleum and Chemicals have furnished to the 
Committee the following data in regard to the applications for the issue of 
industrial licences for setting up capacity for the production of fertilisel"s 
received between 1-1-1967 and 30-11-1972: 

Number of applications for industrial licence received 

Number of applications disposed of 

Break-up accordi"g to time taken in disposal : 

More than 24 months 

24-18 months 

"18-12 months 

-y2-6months 

-6-3 months 

3-1 1/2 months 

Number of cases disposed of favourably 

Break-up 

Letters of intent issued . 

Industrial Licences issued' 

Number of cases rejected 

Number of cases pending 

.Break-up 

For over 12 months 

For 12-6 months 

For 6-3,months 

Application Rejected 

57 

52 
(including 4 
received 
prior to 
1-1-1967) 

13 

7 

II 

10 

6 

S 
26 

6 

20 

9 

7 

1 

2.52. Between 1-1-1967 3Dd 30-11-ffl72, as many as 26 licence 
'applications for setting up fertiliser industry were tejected by Government. 
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The data furnished by Government· in respect of the rejected proposals. 
/reveals that the applications were rejected on the following grounds : 

(8) Proposal based on elemental sulphur while the policy is to allow the 
manufacture of superphosphate on by-product/waste SUlphuric acid ~ S: 

(b) Proposal based on by-product sulphuric acid. But acceptance 
would have denied FACT the raw material that the plant was sup-
plying I 

(c) Information inadequate 7-
(d) Party could not arrange finance/foreign collaboration 3: 
(e) Party had not implemented earlier licence I 
(f) Licence surrendered . I 
(g) Certain conditions for import of raw materials at initial stage 

were not acceptable to Government I 

(h) Proposal immature as it ~as based on Rajasthan Pyrites . 3-
(i) Party did not agree to an integrated scheme for expansion of 

capacity based on LSHS as feedstock . I 

(j) Party not agreeable to modification suggested I 

(k) Case closed on account of liberalised policy announced by 
Government in January, 1972 2 

Licensing Procedure : 

2.53. The Licensing proposals in respect of phosphatic and mixed 
fertilisers are processed and decided upon according to the normal industrial 
licensing procedures. In regard to proposals for the production of major' 
~ertilisers, a special machinery was set up in 1966 which is continuing, 
namely, the Special Committee of Secretaries which serves as a focal point 
to clear all matters relating to their execution. The meetings of the Special 
C'..ommittee of Secretaries are chaired by Secretary, Ministry of Petroleum' 
and Chemicals and Secretaries of concerned Ministries viz. Industrial 
Development, Agriculture, Finance and Planning Commission etc. are its 
Members. This Committee serves both as Licensing Committee and· the 
Foreign Investment Board as far as the fertiliser projects are concerned. 
As soon as a proposal is received by the Minis:ry, it is circulated to all the' 
concerned Ministries/Departments for their comments and after they are' 
'received, the case is put up before the Special Committee of Secretaries 
with the comments of the Ministry of Petroleum and Chemicals for
decision. 

Liceruing Delays: 

2.54. A non-oflicial organisation has represented to the Committee: 

"One of the primary difficulties experienced by the industry is the' 
delay in granting licences because of our time-consuming
licensing system. There are known instances when it has taken' 



five years for an entrepreneur to get a licence. Reasons could 
be many, but one of the most obvious one is that the informa
tion asked for by the Government is piece-meal and supple
mentary information is asked for after each set of information 
bas been .submitted." 

2.55. The complaint regarding delay in disposal of licence applications 
is also corroborated by the data furnished by the Ministry of Petroleum 
mid Chemicals, according to which, out of the 52 applications disposed of 
between 1-1-1967 and 30-11-1972, as many as 31 took more than 12 
months for disposal including 13 taking as much as more than 24 months. 
Of the 9 pending cases as on 30-11-1972, as many as 7 were more. than 
12 months old. 

2.56. In a written reply furnished to the Committee it is stated that 
any delay in consideration of the applications, letters of intents or industrial 
licences "cannot be ~ttributed to any procedural weaknesses but experience 
has shown that these delays are invariably caused because certain very 
im,portant policy matters iike choice of feedstock, use of imported inter
mediates like ammonia, phosphoric acid, arrangement of foreign collahora
tion etc. are involved." 

2.57. In regard to the complaint regarding collection of relevant 
information in piece-meal resulting in delay, it is stated that the form of 
the application for an industrial licenc.~ is quite comprehensive and contains" 
by and large, all the information that is required for consideration of the· 
propOsal. Besides, it is stated, there are only a very few entrepreneurs 
who can come into this field, which is one of very high investment, ana 
they ate already aware of the information which they have ito furnish 
alongwith the applications for gtant of licences. Goverriment maintaib that 
"so far as can be seen, there have been very few cases where back references· 
have to be made to these parties for clarifications or other details. In 
fact, intensive discussions are held with the prospective entrepreneurs to 
avoid unnecessary delays and they are also advised as to how they shoulcf 
frame their proposals." 

2.58. The representative of the Ministry of Petroleum and Chemicals 
was during evidence asked as to why it was taking so much time even 
when there was a Committee of Secretaries to take expeditious decision. 
Rdteratiiig the position, he stated : 

"Now, ine licence :3ipplication form is sufficiently detailed. The 
policy about feedstock and product "attem is also ktlown and 
the Ministry of Petroleum and Chemicals encourages the
entrepreneur to come forward for discussion even before sub
mitting the licence applications so that the entrepreneur can 

251 L.S.--4 
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be guided on the line of information that is needed. When he 
submits his liCence application and if it is found that it is 

wanting in certain respects, the effort is always to get him 
TOUlnd the tab:e and get the info'mation from him, or see that 
he furnishes sufficient information so that the matter can be 
progressed quickly. I would say that this is working very 
satisfactorily up to the stage of the letter of intent." 

However, for watching the progress of cases after the issue of letter of 
intent, be agreed with a suggestion made during evidence for the creation 
of a special task force. He said that the suggestion of a task force or any 
other agency in the Ministry to keep track of these applications after the 
letter of intent is issued "will be kept in view for futu!"e guidance" and 
added: "I think the idea is very good and some arrangements have to be 
made. We do get periodical reports from the entrepreneur to show how 
he is implementing the project, hut its analysis, study and corrective action 
-could be ins!itutionalised and taken up on a regular basis." 

2.59. Asked to state as to how much time it nO"lll1lIy took between 
the stage of issue of letter of intent and the stage of issu~ of industrial 
licence, he said: 

"It varies from project to project. If he is an efficient entrepreneur, 
it can be as short as one year; but there are projects where 
people have gone on asking for extension of the letters of 
intent and they have been firmed up even as late as four years 

; after the letter of intent was granted." 

He was further ,asked as to whether the- Secretarys' Committee also reviewed 
the progress of cases from time to time. He replied: 

"Yes, Sir, they do. We have a special technical cell whiCh is called 
the Project Cell in the Ministry .... That cel1 keeps track at 
the implementation of the projects.\· 

2.60. The Committee r~ret that considerable delays conthme to occur 
in takin~ decisions on applications for the issue of industrial licences for 
settin~ up fertiliser units even under tbe ex;<;tin{! procedures which are 
-stated to have been strellmlined. Th~ C'lmmittee recommena that a 
-selective case study should be undertaken to fill" Olrt the time taken- at 
the various sta~es ;n the consideration of applications. Thereafter, an 
attempt should be made to cut out aU non-essential stages as alSo hit the 
tOne taken in processing at eacb stage. 

2.61. In one case tbe .Committee have observed tbat the main cause 
for the delay in taking a final decision on tIle proposal to set up a fertiliser 
unit has been tbe repeated shifts in the policy of the Government in regard 
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·to import of intermediates and feedstock for the Plant. The Committee 
iI'eCOmmend that after a letter of intent bas been issned to a party, Govern
ment should avoid, as far as possible, changes in the basic features of tile 
Plant approved by them as it involves reappraisals of the economic viability 
'of tbe Plant leading to further delays. . 

2.62. In an earlier section of this Report, the Committee have stressed 
the need for evolving a long term and stable feed-stock policy for manu
facture of fertilisers. The Committee recommend that this policy should 
be widely publicised so as to remove all ambiguities and uncertainties in 
this regard. 

2.63. The Committee also recommend that the Ministry o( Petroleum 
and Chemicals should set up a standing Task force to watch the progress of a 
case (rom the stage o( the issue of a letter of intent to the stage If the' 
issue o( the industrial licence the need for wbich has already been. admit
ted by Government during evidence before the Committee. 

D. Implementation o( Licensed Capacities 

Projects under Implementation: 

2.64. According to the material furnished to the Committee the 
following projects have been licensed and are under implementation. 

Public Sector : 

I. Durgapur 
2. Cochin.-I 
3. Barauni 
4. Namrup Exp. 
5. Maharashtra St'lte Agro-In:iustries Corporation 
6. Sindri Rationalisation 
7. Cochin Phase II 
8. Talcher 
9. Ramagundam 

*10. Trombay Expansion 
II. Haldia 
12. Gorakhpur (Exp.) 
13. IFFCO (Co-operative Sector) 
"14. Khetri 
15. FACT Expansion-IV 
16. Nangal. Exp . 

. Private Sector: 

I. Tuticon'm 
2. Mangalore 
3. Kota (Expansion) 
4. Goa 

*Ammonia terminal taken up for implementation. Foreign Exchange for the main 
proi ect is yet to be finalised. 
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Delay in implementation of Fertiliser Corporation of India's Projects: 

2.65. The Ministry of Petrolelim and Chemicals have furnished to the 
Committee the details in regard to the projects under implementation. The 
delays in the coDlIilissioning of the followiD.g projects of the Fertiliser 
Corporation of India have been admitted by the Goverrunent themselves 
as follows: 

Durgapur 

Barauni 

Namrup Expansion. 

Sindri Rationalisation 

Ramagundam/Talcher 

Escalatio nof cost due to delay 

3 1/2 years 

21/4 years 

2 1/4 years 

21/4 years 

6 months. 

2.66. D~lay in execution of the project has resulted in increase in 
departmental charges, financial charges, insurance charges and daily allow~ 
ance payable to the foreign technicians as a result of extended stay. Pro
ject-wise increases are indicated as follows: 

Durgapur 

Barauni . 

Namrup Expansion 

Rs. crores 

10·1 

6·8 

6·8 

The foreign exchange increases in the case of these projects attributabla 
to delay in the commissioning, involving mainly the payment to foreign' 
technicians towards their daily allowances, have been identified as follows: 

Durgapur 

Barauni 

Namrup Expansion 

Rs.lakhs 

27 

2.67. It was pointed out to the representati\re of the Ministry of Petro-
leum and Chemicals during evidence that there was considerable escala· 
tion in the cost of the public sector projects under implementation. He 
was asked to state as to what part of it was due to delay .in the completion-
of the pmjects. He said: . 

"it is difficult to attribute escalation to delay alone, but on a rough 
calculation it comes to about 'Rs. 33 crores extra for the five 
projects. This is related to the investment of Rs. 220 crores;~ 
so it is an escalation of about 15 per cent." 
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A~cording to him, some part of the escalation could also be "mcause some 
parts have not been provided for in the original sanction." Replying to 
the question as to why project estimates were oot prepared more realistically 
at the iniijal stage, he said: 

"When the Feasibility Report is prepared and an investm~nt decision 
is obtained. the tenders and quotations have not been secured. 
These things are done subsequent to the investment decision 
given by Government. Secondly, these estimates are framed 
assuming the availability of free foreign exchange or untied 

credit. The experience is when credits are tied, we ~annot 

afford to grant free foreign exchange." 

Agreeing to a suggestion made during evidence that the original feasibility 
report should cover all the details and that the time schedules originally 
laid down should be strictly adh~ed to so that there was no escalation of 
cost at a later stage on account of unforeseen items or delay in commis
sioning, he said: 

"I would certainly agree with this approach and we are attempting 
to perfect the feasibility r<!port stage to such an extent that 
the investment decision is taken in the light of these factors 
and subject to things in the nature of force majeure, no other 
obstacle should com;: in the implementation of a project. That 
is our endeavour and we would like to pedect the procedures 
in that direction'" 

He further suggested that all the iofrastructural and supply sources etc .• 
should be tied up in adval1.(;e and an assurance obtained from the various 
agencies in charge of providing these infrastructure and supplies that they 
would flow on schedule. That assurance must be obtained before the 
prejects were taken up. 

Reasons for the Delay 

2.68. The Fertiliser Co:poration of India have in a note furnished to the 
Committee indicated the general reasons for the delay in the completion 
of their projecls as follows: 

"(i) Delay in supply of indigenous equipmeni: 

Considerable delays have occurred in the deliveries of indigenous 
equipment for Durgapur, Barauni alld Namrup Expansion 
Projects and the delays in case of Barauni and Namrup are 
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still continuing to occur. In Namrup Expansion case espe-
cially, there was also the problem of transport of equipment 
by the Railways. There have been delays ranging ,from 12-
to 32 months in the delivery of major critical items of equip
ment. A case study committee appointed by the Government 

for Durgapur and Cochin Projects has also gone into the defIDls 
of the delay in supply of indi~nous equipment, identified the 
reasons thereof and suggested remedial measures. At Durga
pur, the delays in delivery of the indigenous equipment ranged 
from 12 to 32 months .... Similar delays have also occurred in 
Barauni and Namrup Expansion .... 

(il) Supply of steel and other critical raw materials: 

( a ) I ndigeIWus : 

The requirements of steel raw materials required are procured both· 
from indigenous sources as well as from import. Due to acute 
scarcity of steel there have been delays in its procurement. At 
the time of execution of the Durgapur project" the carbon steel 
plate materials and structures were not allowed to be imported
and considerable delay occurred in obtaining the necessary quan
tum of steel from the indi~nous produce,rs. The delays in: 
obtaining supplies from indigenous steel products were ruly
thing ,from 24 to 36 months and these have effected the fabri
cation of indigenous equipment as well as critical structures 
like prilling towers, pipe supports etc. For Barauni and Nam-
rup Projects, although carbon steel plates were allowed to be 
imported, the import of structural items were not allowed with 
the result that there were considerable delays (24 to 30-
months) in the completion 6f prilling towers, plant structures .. 
yard piping, coal handling and product handling plants. 

(b) Imported: 

Considerable delay occurred in procurement of imported raw mate-
rials due to delays in obtaining HSL IDGTD clearance, foreign 
exchange, import licence etc. Thus for example the stainless 
steel materials, included in the Montecatini suppliers credit 
contract for our Barauni and Namrup Projects, were held up 
for about 8 to 10 months for want of clearance r-om the alloy 
steel plant of H.S.~. Ultimately, a majo:- part of the same 
was cleared. tifte:- a delay of 8 months. For the balance mate
rials, HSL regretted to supply the same after 12 to 18 months 
with the result that tmse bad to be imported leading to consi
derable delays in obtaining raw materials required for indi
genous fabrication. 
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(iii) Defaultl)' on the part of construction contractors: 

Considerable delays have occurred due to default on the part of 
construction contractors. The supply and erection of prilling 
tower and rebrmer structure 3t Durgapur are typical examples. 

Similarly in Barauni and Namrup Expansion Projects, the supply 
and erection contractors for the prilling towers and the other 
structural items, yard piping, coal handling, product handling 
etc., have defaulted and upset the project schedule. 

(iv) Failure of Critical Items of equipment: 

Failure of critical items of requicement have caused considerahl: 
delays in commisskming of the plants. At Durgapur Project, 
one major item of imported equipment which was seriously 
delayed was the second boiler feed water heater supplied by 
SIT of Italy .... During commissioning of the project, failures 
were experienced on many critical items such as boiler feed 
water pumps, boiler feed water circulation pump, CO compres-

sor and refrigeration compressor. The reformed gas boifer and' 
the flue gas boiler failed repeatedly and required extensive 
modifications. 

(v) Labour unrest: 

The labour unrest has considerably affected the completion of 
Durgapur, Barauni and Namrup Expansion projeCts. Apart 
from the labour trouble at the above project sites which has 
affected the construction schedules, the labour unrest in the 
various fabricators shops, port, transport contractors, etc. have 
materially affected the deIiv·.;:ryof equipment at site. The 
man days lost due to labour unrest -at Durgapur ,site is about 
27,000. 

(vi) Difficulties experienced in fabrication of some sophisticated 
equipment indigerrised for the first time: 

Considerable delays have occurred due to the above. The Fertili
ser 'Corporation of India were the pioneers in the fertiliser 

''field in maximising indigenisationboih in design, engineering. 
fabrication. development of indigenous know how etc. In 

our first major projects namely Durgapur and Cochin we en
countered considerable difficulties in getting some of the so
phisticated equipm!Dt 'fabricated in the country for the first 
time .... 
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At our subsequent projects like Barauni and Namrup Expansion 

we have further indigenised some more of the sophisticated 
equipment and delays have occurred esp.!Cially in the comple
tion of first separators. . . . and the boiler feed water heaters .. " 

Projects being implemented by FACT 

2.69. Delays have also been admitted in the implementation of the 
Cocbin Phase I and Udyogmandal Fourth Stage Expansion of the Fertilisers 
and Chemicals Travancore Limited. These have been explained to the 
Committee as under:-

"Cochin Plulse-I: 

Acco~ding to the original schedule, the construction of the plant 
was to be completed in October, 1969. But the erection of 
the plant could be completed only by June, 1971. The delay 
was becaus.~ of the de'ay in the supply of indigenous equip
ments which were completed in Ma~ch~ ] 971. During the 
pre-commissioning test started in July, 1971, major erection 
defects in R. G. Mains were observed and the rectification of 

the same cou'd be completed only by the 14th December, 
1971. This work was delayed b.ecause of labour strike whfch 
lasted from 23rd October, 1971 to 2nd December. 1971. The 
commissioning of the plant was started immediately thereafter 
but major defects were found in commissioning the reformer 
and e.O. conversion and purification sections because of faulty 
design and construction of equipment pur.chased from firms 
abroad. 

The necessa'"y repars have be.~n carried out by F A.Cf Cochin 
Divis~on/FEOO i.n consultation and collaboration with the 
equipment suppliers who have also borne the cost of the mate
rials required for modification and ~ctUiC3tion. A total of 309 
days have been lost in getting over these difliy~ since com
missioning started. 

The plant was last started o,n ~e 7th January, 1973. This limited 
tun so far shows that the modifications made in the sectiens 
are successful and we could stan commissioning of ~ ammo
nia synthesis and the urea plant. The plant had to be shut 
down on the 28th January because of some minor problems 
nO!"mally fOUnd in commissionine of such plants, The major 
equipment to be tested and commissioned are ammonia synthe
sis compressors and the ammonia reactor in the ammonia 

l'ynthesis section and CO compressors. ammonia injectors and 
carbamate pumps in the urea plant. The position with regard 
to these equipments is expected to be known very shortly. 
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The project report ~ubmitted in November 1965, envisaged an out
llJ.Y of Rs. 2677 laths. Taking into account the devaluation 
the estimates were revised in August; 1966 showing an outlay 
of Rs. 3972 la,khs. The estimates as revised in September 
1972 provide for an outlay of Rs. 6300 lakhs including the 
foreign exchange outlay of Rs. 91.29 lakhs for erection/com

missioning supervision. 

Vdyogmandal Fourth Stage Expansioll 

Fourth Stage Expansion project of FACf consists of-

1. Ammonia Plant 

2. Ammonium phosphate plant, and 

3. Modification to ammonium phosphate plants including POs 
concentration plant. 

For item-I, original completion date was August. 1969. Commercial 
production was started on 1st October, 1911. Main reasons for revision 
are: delay in procurement and supply of indigenous equipment and re
works necessitated during commissioning stage. 

For item-2, completion date was August, 1969. Revised schedule is 
1st March, 1973. Main reasons for revision are delays in procurement and 
supply of imported items and stand taken by labour unions in allocation of 
personnel. 

For item-3, for mo~ifications of existing plants original cOlllpletion 
schedule was August, 1969. Modification for '100 TPD plant was com
pleted in September, 196? Considering production loss involved in shut
ting down 300 TPI;> plant for interconnections it is scheduled to start modi
fication wodcs after COIlUIl>!ncement of commercial production of 150 TPD 
a~ooium phospP.ate pI-ant. It is expected to complete this during second 
quarter of 1973. For P 0 concentration plant original schedule was 
1st Juiy, 1972. Revised schedule is 1st October, 1973. Revision mainly 
due to delay in supply of evaporators ordered locaIJy. 

Escalation in cost due to delays in commenoemeDt of commercial pro
duction is Rupees 88.11 lakhs in Indian rupees. Escalation in foreign 
exchange is '''nil.'' 

Watch on Implementation 

2.70. Governmel}t wa~ asked to state tl1e procedure of keeping a watch 
OD the implementation of public sector proje.::ts. The Ministry of Petro
leum and Chemicals have in a written note furnished to the Committee 
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stated that the Ministry of Petroleum and Chemicals is receiving monthly
and quarterly progress reports on the various projects which are analysed 
in the project Cell of the Ministry. Wherever PQssible corrective steps are 
taken in consultation with the concerned Ministries/Departments. There 
are also regular performance review meetings held in the Ministry when 
the progress of implementation of the various projects in the public sectOI; 
is critically reviewed. These progress review meetings are attended by the 
representatives of the concerned public sector undertakings, Ministry of 
Finance (Department of Expenditure and Department of Economic 

- Affairs), Bureau of Public Enterprises, etc. In the case of Cochin and 
Durgapur projects there is a regular Coordination Committee which holds 
meetings at regular intervals. For the future, it is stated that it has been 
decided to have similar Coordination Committee meetings for the other 
,projects under public sector. It has also been decided to review critically' 
the progress of implementation of the various public sector projects in a 
detailed way at regular intervals. Only one project will be taken up at a 
time for this cri:ical review. With this arrangement, Government hope, the 
problems could be identified and remedical actions could be initiated at the 
earliest opportunity. The Planning Commission is also, it is stated, seized" 
of the problems of implementation of public sector projects. A Monitoring 
Group has been set up for selected projects and an integrated proforma 
will be evolved to monitor the progress of the various public sector projects. 

2.71. The representative of the Ministry of Petroleum and Oternicals 
was during evidence asked to state as to why, inspite of the procedures des
cribed above, delays have been persisting in the execution of projects. He· 
said: 

"In a number of projects, there was a delay in final tie up of 
various matters including the availability of foreign exchange' 
credits. That is one of the principal reasons ...... In Trom-
bay, the World Bank aid has not been tied up till today and\ 
even though We expected that we wo,u1,d go ahead, we could. 
not because the aid has not been tied up. There was a diffi-
culty in tying up the supply of ammonia with the result that 
the projcct got delayed on that account. In the case of Nan~; 
gal expansion, the World Bank has taken a long time to finalise 
it. The difficulty arises from the fact that the credits h&l"e to 
be tied up with various aid giving countries and aid giving 
authorities. They insist on appraisal of the project. Not only 
that, but if it is an aid giving country, then the requirement is 
that most of the imported equipments of that project shonId" 
be from that country. There are very few countries who give 
untied credit. That has to be gone into very carefully be
cause it may prove to be at very high cost. It is our experi-



53 

ence that when credit is tied, the cost is high. One has to"· 
make a detailed analysis. The (donor) country itself makes 
a detailed analysis ...... About the World Bank in the case ot 
Trombay, we had to change our approach to the construction 
of the Fertiliser Plant. The World Bank was not willing to go 
along with our approach to the problem. There was a detail
ed discussion with them and it has taken us an inordinately 
long time to convince them of the way we w,anted to proceed. 
We hope that it will be commissioned reasonably soon be
cause the World Bank has arrived at an arrangement which is 
acceptable to us." 

2.72. The Managing Director of the Fertiliser Corporation of India, in 
this connection, stated: 

''There are two phases in the execution of the public sector pro
jects. The first phase is the feasibility report and its passage 
through the Government and Government's approval. The 
second phase is the implementation of the project at site, its 
construction, erection, of course after designing, engineering 
etc. Now, regarding the feasibility studies of the various pro
jects, the procedure is to submit the report to the Government 
and it has to be scrutinized by the various Departments andt 
then approval is given for implementation. Here, experience 
has shown that delay occurs in the scrutiny of the report. when 
various querries are made and also when time is taken to 
enable the public sector to answer all those querries. Second
ly there is the non-availability of the free foreign! exchange; and 
even if foretgn exchange is available, then, in most of the 
cases, it is not a single agency, but they are multi-:-national' 
ones .... If the projects have to be approved on the basis of 
credits from different countries, except the first. few projects, 
our experience has been that in order to implement those pro
jects, the public sector had to go· thrqugh' numerous credit
giving countries, that is, numerous sources of credit. So, all 
this creates difficulties in completing the designing, engineering 

. etc. I would also add this ...... Most of the major public 
sector projects are being executed through their own know-

''how, design and engineering and only marginally supplemented 
by the acquired kow-how from other countries. In a project 
there are three or four know-how L;at are incorporated. Now 
in order to expeditiously execute these projects the credits or 
the foreign exchange available and the sanction and approval 
of the know-how, they have to be simultaneous. If they are 
staggered, then obviously the designs and engineerillg wiII have 
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also to be staggered and it cannot be with the consignment of 
the credit. So delays occur in that respect also. The experi
ence has shown that the delay during the second phase main-
ly occurs (because of ) non-availability of construction mate
nal-particularly for the last two years for want of steel. There 
are many other procedures also for our getting import licence, 
then the clearance through DGTDand final clearance for the 
import-all these also take time ...... Then the delay by indi-
genous suppliers. Since 1965 we have been giving emphasis 
on indigenisation of machinery and equipment and fabrication 
of the equipment and machinery as per our design and en
gineering. So serious attempt has been made to persuade the 
Indian manufacturers to make as large a number of machinery 
as possible ...... Then delays in erection of civil works also 
are there. Those contractors have difficul!ies in getting ce

ment, iron rtc. But during th~ee or four years CL1e of the 
most important aspect, apart from these difficulties. We have 

found is the labour situation. In almost all our projects there 
has been almost a crisis from time to time due to various 
labour troubles. Unless this is also solved and there is some 
tranquility one cannot be sure about the time required for im-
plementation of the projects ...... The other difficulties are 
occasional; for example, during the last four months before 
the last war with Pakistan there was no availability of railways 
and transportation of machinery and equipment to these fac-
tories almost stopped and ...... cORSe,quently the erection and 
construction of the factory got delayed. The wagon bottleneclr 
during that period was very critical." 

FJe added: 

"We should also appreciate that when in a national endeavour 
attempts -and efforts are seriously made to achieve self-reliance. 
there is bound to be some pain in the initial years and we have 
to pay for it. Although none is happy about these delays and 
difficulties that we have been facing but ORe cannot also forget 
that achievement of self-reliance should not be such a sweet 
and easy process. It must be accompanied by the difficulties 
and we have to get over those difficulties with vigorous efforts." 

2.73. Spelling out the measures taken to streamline the procedures, the 
representative of the Ministry of petroleum and Chemicals stated: 

" .... Learning from experience, we have tried to streamline pro
cedures. Further, efforts are being made in the same direc-
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tion. The cleaxance of investment decisions, for example, is;. 
being speeded up and recently Government have set up a Pub-· 
lie lnvestment Board, the procedures of which have been 
streamlined. All the work will be done in one cell of the 
Finance Ministry rather than the file undergoing round from 
department to department. In the engineering every effort is 
being made to standardise the plants so that engineering in 
plant design and equipment does not become a handicap. 
Therefore, standardisation we hope, is going to help us a great 
d~al. About the source of credit, Department of Economic 
~.ffairs has agreed that the source of credit for public sector 
projects will be reduced to the minimum possible, not more 
than two ordinarily. Over and above that if requirement still 
remains, it will be made available in free foreign exchange. 
Then we are anxious that the standardisation does not upset 
the project schedule. We are suggesting and I think this will 
be accepted by Government that imports will be considered 
particularly for the crash programme which has become in~ 

evitable for the Fifth Plan requirements. In respect of scarce 
raw materials like steel and alloys, Government have decided' 
to set up Steel Bank which will maintain contingency stocks 
for the special requirements of fertilizer plants so that in emer
gencies, and to begin a programme for which major supply has 
not come, a small allocation can be made and the project does 
not get held up. Finally, Sir, a revolving fund has been creat- . 
ed with the Ministry of PQtroleum and Chemicals to provide· 
quickly the funds required for emergency im}!'Orts. Sometimes. 
emergency occurs and the procedure for that has been stream- . 
lined and the Ministry has been given a revolving fund from' 
which emergency fund can be authorised. 

The labour situation is piovinga very difficult problem' 
and this is mainly in the hands of the State Government. But 
it is a pr.oblem which We will have to contend with now and 
in the immediate future." 

2.74. It was pointed out during evidence that the public sector had 
nmte resources at its command and the backing of the entire Government 
maclliriery; yet the implementation of the public sector projects was con
siderably behind schedule. The private sector, on the other hand, even 
after overcoming more difficulties, was able to implement the projects much 
earlier. In reply, the representative of the Ministry of Petroleum and 
Chemicals said: 

"The difficulties faced by the private sector are certainly there but 
they are somewhat less than the difficulties faced by the public, 
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sector. It has to be so· necessarily. Public investment being 
investment of public funds has to pass through very rigorous 
scrutiny of the various agencies of GovernmeL1t-the Ministry 
of Finance, the Planning Commission and the Ministry of 
Petroleum and Chemicals, the Bureau of Public Enterprises 
and so un. . The private sector proposition is the entre
preneur's own proposition and provided the broad parameters 
are all right. Government ,'.:iIl not interfere with that except 
to the ex~nt of checking tho:: contents and the cost. the import 
requirement, the product pattern, the collaboration agreement, 
licence fee, royalty, etc., that has to be paid. So, it is the 
quantum of foreign exchange outgo which worries Government 
more than the entrepreneur's own investment in the project. 
Therefore, once the private entrepreneur is clear 3bout all these 
things and is allowed a certain collaborator who will provide 
credit, or is. allowed to pose the project ~s a whole to one par
ticular finance source, he goes through with it because the 
whole thing is approved. In the public sector project So far 
the difficulty has been that not only do We take time to study, 

oanalyse and evaluate the feasibility report. we appraise the pro-
fitability of the project, We decide upon the location and we 
also have to tie it up to credits as and when they become avail
able. Now, as I said the Department of Economic Affairs 
have a,greed that projects will be tied generallv to not more 
than two credits and wbatever .remains will be made available 
in !Tee foreign exchan1!e. This will improve the condition of 
the Public Sector implementation but even then it does not 
match the single source financinj! which most of the private 
sector projects have enjoyed. Perhaps you may consider that 
these are only marginal questions but they do become valid 
in the speed of implementation of projects." 

2.75. The Committee are unhappy that considerable delays ranging 
'from six months to thrl'e and a half years have taken place in the com
missionin~ of the fertiliser projects in the public sector leadin'! inter alia 

. to a sizeable escalation of cost of puttin~ lip tbe projects. While some 
part 0{ the delay might have been due to reasons beyond the control' of 
the project authorities. the Committee feel that atleast some part oi it could 
have been avoided by a more effective coordination as between different 
agencies of the Government. Government have set up COOl'dinatioa 
Committees for the Cochin and Durgapur Projects to review criticaDy the 
progress of implementation of these projects at regular intervals. The 
. Committee su~ that sncb Coordination Committees shonld be set up for 
-each of the other projects under implementation. 
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2.76. The Committee also note that the procedure for economic ap-
ymisaI of the projects and the release of foreign exchange therelor is being 
-streamlined. They alsO note that the engirieeri~ and equipment fOl" the 
fertiliser projects is being standardised so as to facilitate setting up of identi· 
cal plants speedily. The Committee regret that Government have thought 
of these measures only nOW when the fertiliser programme during the Fourth 
Five Year Plan has gone awaJ. The Committee trust that the new meas
ures taken by Government would lead to 5'peed~' implementation of the 
projects so that the targetted capacities for the Fifth Plan are achieved in 
time. 

E. Utilisation of Capacity 

Utilisation of Capacity during 1971-72 and 1972-73 

2.77. Unit-wise percentage utilisation of capacity during 1970-71 and 
1971-72 is indicated in the following statement: 

Utilisation of installed capacity of Nitrogen and PllOsp.1ul l e during 1970-71 
and 1971-72 

('000 tonnes) 
~---

Installed capacity Actual Production ~ (. Utilisation 
Units 

1970-71 1971-72 1970-71 1971-72 1970-71 1971-72 

NITROGEN 

-A. PUBLIC SECTOR 

Sindri 90 90 75 63 83'3 7°'0 

Nanga! 80 80 54 56 67'5 7°'0 

Trombay 81 81 54 61 66'7 75'3 

'Gorakhpur 80 80 68 76 85'0 95'0 

Namrup 45 45 28 30 62'2 66'7 

FACT 82 82 33 40 4°'2 48'7 

Rourkela " 120 120 24 47 20'0 39'2 

Neyveli 70 70 32 20 45'7 28'5 

By-product 12 12 II 9 91'6 75'0 

TOTAL A. 660 660 379 402 57'4 60'9 
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Units 
Installed Capacity Actual Production % Utifi1atiOD 

1970-71 l!nl-72 1970-71 1971-72 1970-71 197t -72 

B. PRIVATE SECTOR 

Varanasi 10 10 6 5 60'0 50'0 

Ennore 16 16 9 II 56'2 68'7 

Gujarat 216 216 149 185 69'0 85'6 
Vizag 80 80 61 65 76'2 81'2 

Kota 110 110 113 108 102'7 98'2 

Kanpur 200 200 107 128 53'S 64'0 

1 y-products 8 8 6 6 75'0 75'0 

TOTAL B 640 640 451 508 70'S 79'4 

TOTAL (N) 1300 1300 830 910 63'8 70'0 

PHOSPHATE 

(i) Complex & Triple Superphosphate 

A, PUBLIC SECTOR 

Trombay 36 36 24 33 66'7 91'7 

FACT 27 Z7 12 12 44'4 44'4 

TOTAL A 6} 63 36 45 57'1 71'4 

B. PRIVATE SECTOR 

Ennore 10 10 6 9 60'0 90'0 

Gujarat 50 50 26 23 52'0 46'0 

Vizag 73 73 58 63 79'S 86'3 

DMCC II II 3 4 27'3 36'4 

TOTAL B 144 144 93 99 64'6 68,8 

GRAND TOTAL 207 207 129 144 62'3 69'6 

(ii) Single Superphosphate 

Public Sector 36 36 14 13 38'9 36'1 

Private Sector 172 172 86 107 50'0 63'2 

TOTAL 208 208 100 120 48'1 57'7 

415 415 229 264 55'2 63'6 
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2.78. The performance ol individual units is explain.edby Government 
as under:-

''FACT, Always: Certain sections of this unit are very old and are 
not able to give efficient service as in new plants. Besides, 
certain mechanical and other deficiencies have been identified 
in certain sections of the plant. A debottIenecking programme 
like modffications in the oxygen plant, installations of a new 
phosophoric acid digester, renovation of certain sections of the 
sulphuric acid plants, creation of facilities for additional con
centration of phosphoric acid, modifications in the stock and 
emuent sections of the complex plants for better efficiency, 
Supplementing griding facilities for rock phasphate, instaHation 
of additional centrifuge for ammonjum chloride, etc., is under 
implementation. A major part of the work has 6een. com
pleted or is in an advanced stage ol completion, but the entire 
work on debottIenecking is expected to be completed only by 
about the end of the Fourth Plan when the plant would be 
able to give better service. 

Rourkela: While the plant was designed for the manufacture of 
120,000 tonnes of nitrogen based on coke oven gas, the best! 
production during anyone year based on coke oven gas was 
only 40 per cent. (i.e. in 1968/69), while it touched a figure 
of as low as 20 per cent, during 1970/71. 

During late 1960s, the inadequacy of the availability of gas was 
recognised and a decision was taken to supplement the gas sup.. 
ply with a naphtha reformer unit covering 40 per Cent of the 
requirements. It was then anticipated that the balance 60 per 
cent would be contributed by the coke oven gas with increase 
in the production of steel in the Rourkela plant. However, 
there has been no improvement in the gas supply to the fertili
zer plant. Rourkela fertiliser plant has, theref6re, taken up 
modifications in the reformer unit for using naphtha as re-
former fuel and releasing more gas lor fertilizer production. 
Certain other measures for diverting more coke oven gas to the 
fertilizer plant by using fuel oil in the steel plant, construction 
of a new half coke oven battery, etc., are also under way. It 
may take another 12-15 months for the fertiliser plant to com
plete these facilities for increasing the production. 

NeyveH:--Besides the design and mechanical deficiencieS the unit bad 
also faced a lot of maintenance problems in the last ODe or two 
years. A series of measures are either implemented or have 
been taken up for implementation in a phased manner li1re the 
creation of additional facilities for removal Ol benzene from 
the raw synthesis gas, repair and retubing the waste heat 

251 L.S. -5 
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boilers. replacement of carbonate P9Jl1JlS. modification in the 
Vetrocoke solution regeneration system etc. The possibility 
of getting the services of a ioreignexpert for a study of the 
problems is also under examination. Some of the modifications 
can be carried out only in a phased manner and are expected 
to be completed by the end of the Fourth Plan and the unit 
may' be able ~ improve in its operatipns from early Fifth 
Plan. 

~ While this unit is capable of aclrieving 100 per cent pro
ductioD~ actwll performance is dictated by the availability of 
pcIIWer; it had lost about 30 per cent pmduction in each of the 
past two years. As against a requirement of 164 MW, the 
supPly was not restored evCl'l during 1972-73 and was less than 
100 MW for most of the period. It was furthe: reduced to 60 
MW during February, 1973 and is still continuing at this 
rate,. 

TlOlbbay: The unit had some bas,ic design and engineering deficien· 
cies in the ammonia and nitrophosphate plants. Some re. 
tnedial measures were already completed while the installation 
of supplementary gasification facility and few other jobs are 
under way. When theg.~ are completed by the end of the 
Fourth PlaJ!l., the utilization of capacity is expected to increase 
to optin'll1m levels. 

N8JDrUp: The plant had various teething troubles like ammonia 
condenser leakages, bottlenecks in refrigeneration and synthesis 
sections of the ammonia plant, problems in the Co-shift con
version catalyst section, frequent chocking and corrosion of 
the lines in the urea plant and severe corrosion in the sulphuri~ 
acid lines. Remedial measures are in an advanced stage of 
implementation and the unit is e~pected to optimise production 
from the coming year. 

SiacIri: This is one of the oldest plants operating over a period of 
20 years. The equipment is old and worn out resulting in 
lower performance. Further, the poor quality of coal and 
gypsum available has further added to the operational problems 
of the unit. The plant is thus bandicapped both in its techno
logy as well as in the availability Of raw materials. While re
medial measures are constantly being attended to in the plant 
to keep it goiDg, any significant improvement in the operations 
of this unit cag be expected only after the following steps are 
taken: 

(i) Renovation of certain sections of the plant which may have 
'to operate over long periods of ti'me from now; 
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(li) I1np}e,neI}tation of a MQdemisation scheme whicl1 'would 
not only replace the use of coke with fuel oil but also 
PfO~ a.dditional capacity for nitrogen; and 

(iii) Completion of the rationalisation scheme which would en
able Sindri to dispense with the dependence On the 
natural gypsum from Rajasthan by using the by-product 
gypsum obtained {rom the phosphoric acid plant. 

Of the above, the Mo~misation Scheme being the last would 
materialise only by about 1976-77. 

Private Sedor nnUs: But for the small units which are operating 
at Varanasi and Ennore over a period of time, the rest 01. the 
plants in the private sector are comparably new. If the utilis
ation of capacity in sOJ,lle of these private sector units was low 
in the past, it was mainly arising out of the teething troubles 
experienced by the units in the initial operation of the plants. 
As would be seen from the information furnished, the utilis
ation of capacity in the private sector was of the order of 80 
per cent in 1971-72 as against only 70 per cent in 197()"71. 

Complex fertiliser units: The production of P 205 in the complex 
form in the units at Anwaye, Ennore and Baroda was low be-
cause of operational problems involved in phosphoric acid 
plants which are very corrosive in nature. All these units are 

. carrying out modifications to optimise their production. 

Superphosphate unit: The production in gene:-al in superphosphate 
industry is low mainly arising out of low off tike for this 
single and low nutrient fertilizer in preferenCe to complex 
fertilizers containing N&P /N, P&K. 

Other problems: While the individual units are implementing the 
modifications that are called for to improve production in their 
units, the other reasons having an adverse effect on production 
on which the units have no control are problems of sustained 
power supply, harmonious labour relations etc. During the 
last two years, a production of nearly 90,000 tonnes of nitrogen 
was lost arising out of power cuts/power failures/dips. The 
Jlituation during 1972-73 was further aggravated and if the pre
sent trend continues and the fertiliser industry is not given a 
special status by exempting it from power cuts, the loss of pro
duction during this year due to power cut/fl.uctuations may 
even be more. Siinilarly on the labour front, the industry had 
lost about 26,000 tOMes of nitrogen due to labour problems 
jn 1971-72. 
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In conclusion, it may be mentioned that the average perfoIlll8DCe of 
the operating units during 1971-72 was 70 per cent, However, 
if the units located at Neyveli, Rourkela, Sindri and Alwaye 
which have special problems are not taken into consideration, 
the ovel'llll utilisation of capacity during' 1971-72 would be 
close to 80 per cent. 

Capacity Utilisation during 1972-73 

2,79, The following statement indicates the utilisation of installed capa
city for the production of fertilisers during 1972-73 (upto December, 1972): 

A, Public Sector 

Single 
Superphosphate 
Sindri ' 
Nangal 
Trombay 
Gorakhpur 
Namrup 
FACT 
Rourkela 
Neyveli 
Madras 
By-Poduct 

TOTAL A 

B, Private Sector 

Single 
Superphosphate 
Tripple 
Superphosphate 
Varanasi 
Ennore 
Gujarat 
Vizag 
KotB 
Kanpur 
By-product 

TOTAL B 

GRAND TOTAL 
A+B 

NITROGEN 

Installed Actual 
capacity produc

tion 

90 38 
80 43 
81 47 
80 54 
45 21 
82 21 
120 37 
70 17 

164 74 
IZ 8 

824 359 

10 4 
16 9 

216 144 
80 53 

lIO 95 
zoo 125 

8 4 

640 434 

1464 793 

% Utili-
sation* 
during 
April
Dec., 
1972 

56'7 
71'7 
77'0 
90'0 
61'8 
51'2 
41'0 
30'2 
60'2 
88'9 

58'0 

5'3 
75'0 
88'9 
88'3 

I15'9 
83'3 
66'6 

90'4 

72'2 

.On pro rata basis, 

('000 tonnes) 

PHOSPHATE 

Installed . Actual 
capacity produc

tion 

36 10 

36 27 

37 7 

85 37 

194 81 

172 80 

II 2 

10 6 
50 21 
73 53 

316 16z 

SIO 243 

% Utili-
sation· 
d1Jri?g 
April
Dec.. 
1972 

37'0-

100'0 

25'0 

57'S 

55'9 

6z'o 

25'0 

75'0 
55'3 
96'3 

68'3 

61'2 
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2.80. The utilisation during 1972-73 (upto Ikcember, 1972) has been 
-explained as under: . 

"The operating fertilizer units normally take up their annual turn 
round for maintenance of (he plants in the first half or- tne 
year. Further, in th·;:: summer months the weather conditions 
are also not favourable for optimum utilization of the capa
city. It has, therefore, been the experience of the industry that 
the production of nitrogen is normally more in the ~seCond half 
of the year as compared to the first half of the year. For ex
ample, during the year 1971-72, the capacity utilisation was 
31.4 per cent. in the first half of the year, while that in the 
second half was 38.6 per cent. making the total 70 per cent. 
As to the break-up of production, while the contributiOn in 
the first half was about 45 per cent, thitt in the second was SS 
per cent. The utilisation of the installed capacity in the first 
half of the year 1972-73 was about 34.2 per cent as against 
31.4 per cent for the same period in the previous year. In 
the normal course, it should have been possible for the operat
ing units to contribute a production of about 11.25 lakhs tonnes 
of nitrogen during 1972-73 with an overaJl utilisation capa
city of about 77 per cent. However, the year 1972-73 faced 
unusual power cuts in most of the States in addition to labour 
problems. Besides, Nangal which has been under power cut 
for the last 3 years, power cut has been imposed upto 25-40 
per cent 00 the plants in U.P. which according to the present 
indications may continue upto the middle of 1973. Similarly, 
power problem/cut is laced from S per cent to 25 per cent by 
the units of GSFC, Baroda, Madras Fertilizers, EID-Parry, 
Eunore, Coromondel Fertilizers, Vizag. etc. Likewise the new 
fertilizer unit under commissioning at Goa faced problems of 
stable power supply resulting in a delay in the colDDlillioning 
of the plant. . 

Labour problems have also been experienced in tbe units of Gorakh-
pur, Alwaye, Namrup, Maocas, Neyveli and Kanpur resulting 
in loss of production. 

With tbe problems being faced by the industry, the overall utilis
ation of the capacity during 1972-73 may be only about 72 
per cent (as against 70 per cent in 1971-72) while it sbould 
have been possible to achieve about 77-78 per cent average 
utilisation if tbe labour and power problems are not faced. 

The actual utilisation of nitrogen capacity in the first nine months 
of the year was about 90 per cent in the private sector and 
about 58 per cent for the public sectOr and about 72 per cent 
on an average. This would increase to 86 per cent if tbe sick 
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units like Rourkela, NeyveJi, Sindri, Alwaye and the new UDit 
at Madras are excluded. 

In conclusion, it may be said that if the operating fertilizer units are 
not able to further improve their efficiency in the current year~ 
it would be mainly for reasons beyond their control." 

Low Utilisation of Capacity of Public Sector PlDnt3 

2.81. In the preliminary material furniShed to the Committee, the com
parative capacity utilisation in public/private sectors during 1970-71 and 
1971-72 has been indicated as follows: 

(In Thousand Tonnes) 

Installed Produc- Percen-
capacity tion tage of 

ti1isa u -
tion 

. 
i,>. 

t 1970-71 

7S9' 429 
Sf. 

w6 630 6S%. 

Public Sector 

'Pnvitte 'Sector 
1l J 

X971 -72, 
Public Sector '. I008 SI4 sxcy. 

Private ,Sector • , 9S6 7x6 !7S% 

2:82. During the evidence, the represer#tiveof the Ministry admitted 
that the rate· of prodUCtion in the public sectOr pla'rilts as a whole was less 
thanrn the private Sector plants. But he maintain6d that it was due to the 
fact that the public sector was burdened with a nuniber of old and out
dated plants while the private sector plants, exoept those at. Varanasi and 
Eno.ore, were e,omparatively new. Besides,he said, the public sector plants 
also had difficulties of power cut, labour unrest and shortages of raw 
matedal. Some of the private sector plants, how.::ver. had captive power 
plants and as such were not affected by the general power cuts. He also 
pointed out that some of the efficient plants which were classified in private 
sector like G.S.F.C., were largely public owned· 

2.83. In reply to the question whether the under-utilisation in public 
sector plants should be conside~$1 as a r.::gular featnTe or a substantial im-
provement was po,sible. he said: 

"There is considerable margin for improvement--not only for var
ious improvements in the plants themselves, but, largely for 
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ilnProving two things. One is the power situation, where ser
ious cuts have been imposed by the State Electricity Boards on 
the fertiliser plants and the other is by improving the labour 
situation. This is partly in the hands of the management and 
partly in the hands of the State Governments and partly in the 
hands of the labour themselves." 

In reply to another question, he said that modernisation programmes were 
already under way at Sindri, Neyveli, Rourkela and Alwaye. 

Impact of under-utilisation on cost 

2.84 Government was asked to state whether any study had been made 
as. to the impact of under-utilisation of capacity on the cost of production 
of fertilisers, in the public sector units. They. Dave in a written reply fD 
the Committee stated that no specific studies have bccn made on eUe8t of 
the impact of under-utilisation of capacity on the cost of production of 
fertilizers in the Public Sector Units. However, the percentage utilisation 
of capacity in all units, more especially in the Public Sector Units, is being 
reviewed by Government from time to time and appropriate remedial 
measures have been taken or are being taken to achieve optimum utilis
ation of capacity. 

2.SS The Committee observe that besides the power shortage and in-
dustrial relations w.ic:b bave generally affected the utilisation of aD fertiliser 
plaats, the AIwaye, Neyveli, Trombay and Sindri plants have been suffer
ing from design, engiDeering and maintenance problems. In the CMe of 
Rourkela, the shortage of Coke Oven Gw; has impaired production while 
in tile case of Nogal, the productioD is low mainly because of short supply 
of power which is its basic feed stock. 

2.86 The Committee consider that it is nothing short of tragic that at 
• time when the country requires more and more fertilizers in order to step 
up agricultural production to meet the requirements, tile fertilizer plants in 
the public sector should DOt be able to prodaree as per tbeir insfaIIed capa
city. In the case of siDgIe superphosphate, the produc6on was 39 per cent 
in 1970-71 and 36 per cent in 1971-72. In the case of phosphatic fertili
zers, the production rose from 57 per cent in 1970-71 to 71 per cent in 1971-
72, whle in the case of nitrogenous fertilizers, it rose from 57 per cent to 
61 per cent. Doriog 1972-73, a slight improvement bas been claimed dur
ing the first-half of the year, but the final position is unlikely to be mucb 
different particularly in view of the power CDts and industrial relations. 
The Committee see DO reason why Government and the project authorities 
cooId not accelerate the pace of development. They would like Govern
ment to analyse, in detail, the reasons for which each of the plants ia the 
public sectOr has not been able to achieve production according to its fuD 
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rated capacity and to take concerted measures to achieve it by a date to be 
specified in this behalf. The Committee need hardly stress that in carrying 
out tbe analysis and the follow-up action, the best technical 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-coorse remedial 
measures, as necessary, can be taken to achien maximum production. 
the earliest. 

2.S7 The Committee are surprised to learn that a number of plants in 
the public sector need modernization. Since tbere is a well laid out scheme 
for providing depreciation funds every year in each of the projects, the 
Committee cannot understand why the need for modernization Or replace
JDeIIt of the plants was not anticipated weD in advance and timely action 
.un to see that the plants were modernized, rationalised or replaced in 
,tile IIest interest of production at economic prier.. 
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CHAPTER m 
IMPORTS, DISTRIBUTION AND PRICING 

A. Imports 

Actual/Estimated Imports during IV and V Plans 
3.1. The actual/estimated imports and indigenous production of forti

'liseJ;S during the Fourth Plan and Fifth Plan periods has been indicated 
as follows: ~' '. ' t 

Quantity : In 1akhs tonnes of Nutrients 
Value: Ra./Crores. 

Indigenous Import @Value 
Production of 

, "'IIi'''; Import 

_4th Plilllj 
1969-70 

N 7·16 

p 2'22 

K 

4·77 } 
0'32 

1·20 

89'71 

;P 

11'00 .::~::} 
3·20 4.80 

;K 
··2·33 } 

.. 4·50 

··3·18 

·Batimates 
... M per estimates revised in February 1973. 
@Value calculated on the basis of weighted pricea of N=-Rs;! I038!· per tonnes, P= 
. as. 1350.'· per tonne and K=-Rs. 614'· per tonne. 

67 
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Quantity: In la~s tonnes of Nuturients 
Value: Rs.lerores 

---------------,~----------------

Indigenous Import @Value 
. Production of 

Import 

·1973-74 

N 
p 

K 

13-OO'}. 4·10 

5·20 

222-22 

sthP/IIn 

·1974"'75 

N 

P 

K 

17·35 ",~ } 
5·50 4·30 717•10 

5·20 

·1975-76 

N 
p 

K 

23'30 10·70 1 
7'70 4·30 I 207·80 

6·30 J 

·.,..,6-77 

N 

P 

K , . 

29·85 9"S} 9·75 4·95 21'.~12 
I, 

1-"; 7·70 

*1977-78, 

N 

P 

K 

41·20 3'~ } 
~ 14· IS 3 '95 150·49 , 

9·40 

*1978-79 

N 

P 

K 

52·00 

" } 19·60 2·60 105-71 

II-SO 

·Estimates. 
··As per estimates revised in February 11173_ 
@Value "al :ulated on the basis of weighted prices of N=Rs_ 1038/- per tonnes, p_ 

Rs. 1350/- per tonne anl K=Rs. 614(- per tonne: 



69 

3.2. It would be seen from the above figures that of the actual con
sumption of nitrogenous fertilisers the percentage which was met by im-
potts was of the order of 48 per cent in 1969-70, 37 per cent in 1970-71 
and 34 per cent in 1971~72. In the case of phosphatic fertilisers, the 
imports we:e to the extent of 30 per cent of the actual consumption in 
1969-70, 12 per cent of the consumption in 1970-71 and 47 per cent of 
the consumption in 1971-72. The entire consumption of the potassic 
fertilisers was met out of imports. During the remaining' two years of the 
Fourth Plan, the original estimate envisaged 50 per cent of the consump
tion being met out of imports. But the import figures revised in February, 
1973 indicate a much lower scale of import both for nitrogenous anel 
phosphatic fertiliser.s during 1972-73. The actual consumption of the 
different" kinds of fertilisers is far short of the targetted consumption dur
ing 1969.1972. For the years 1972-73 and 197,3-74 the targets of con
sumptionhas been drastically scaled down from a total of 46.6 lakh tonnes 
and 55 lakh tonnes respectively to 34.5 Jakb lonnes and 39.3 lakh tonnes 
respectively. In c~e tbe ta~ consumption .were to be achieved, 
with reference to indigenous p:oduction, a much lar~~ import would have 
been necessitated during the period 1969-1972. Similarly fot the years 
1972-73 and 1973-74 a considerably IMger impoi'tcif fertili~er wouId"be 
needed than proposed, if the ociginal t'atgetted ccnsumption was tc? be 
achieved. 

3.3. Bxplahiing the basis 'oftbe estimates imports for' 197(1..71 and 
1973-74 and for all the years of the 5th Plan period, the representative of 
the Ministry of Agricukure stated during evidence that the estimates of 
impott were only rough and tentative and that actual imports would depend 
Upon the level' of indigenous production that could be achieved. 

Agmcies for Imp<Nt 

3.4. The representative of the Ministry of Agriculture informed the 
Committee during evidence that the Department of Supply was arranging 
import of ,fertiliser on behalf of the Ministry of Agriculture from countries 
other than East European countries and the actual agency for import is the 
Indian POtash for .potassic fertilisers and the Departmeat of Supply in the 
case of other fertilisers. The import of fertilisers of allvaricties from East 
European cOuntries 'was. however, handled by the Minerals and Metals 
Trading Corporation-a public sector undertaking under the ~inistry of 
Commerce. 

3.5. The need {or a single agency to handle import of all fertilisers 
was pointed out during evidence. In this connection, the representative 
of the Ministry of Finance stated: 

"With a view to achieve a certain amount of coordination Govern
ment have set up a Fertiliser Purchase Committee of which the 
Secretary, Supply is the Chairman and representatives of the 
Departments of Agriculture and Economic Affairs and the 
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MMTC sit in the Committee. This Committee ensures broad~ 
Iy that there is coordination of the price and if for any reason 
a higher price has to be paid for, the Committee considers 
the question........ Apart from theoretical considerations, 
I think one might think that it would be advantageous to have 
only one agency. The organisation constituted for the pU'1JOSe 
ofprocurem.!nt is the Department of Supply and, therefore, 
normally the Department of Supply should have dealt with the 
procurement of fertilisers from all sources. The reasons in 
favour of MMTC are that the purchase of materials from East 
European countries has a pattern and it is necessary to c~ 
ordinate the. purchase of fertilisers with the export of CODUllt>-

dities., MMTC have a detailed picture with them. The 
'MMTC working under the Ministry of Foreign Trade (now 
Commerce) know how the trade plan works. These are the 

reasons' for the entrustment of the procurement from East 
European countries to the MMTC. The Committee is working 

,b reasonably well." 

Imports by Negotiation/Tender 

3.6. The volume of imports of various kinds of fertilisers by the 
Department of Supply from sources other than East European countries 
based on tender and by negotiations has been indicated as follows: 

1970 
1971 
1972 

Import Prices 

By 
Tender 

2'60 

10'71 
4'82 

In Wth Tonnes 

nego:!tions 
Total 

6·06 8'66 
S'13 IS·s.. 

IS'" 20'39 

3.7. The prices of different kinds of fertilizers paid by the Govern
ment of India against contracts entered into with East European countries 
and others during the current year (1972-73) are indicated below:-

Pria per TomN in usa 

East Europe West Europe Others 

Urea 66'6s (C&F) 67'00 (C&F) 6S'00 (C&F) 
Mm. ofPotaah . 45'00 " 44'37 " 30'00 (FOB) 
Amm. Sulphate 3°'91 " CA.N. S9'00 " SO'2S " 
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3.S. The representative of the Department of Supply was during evi
dence asked as to how was it ensured that the fertilisers were purchased 
from abroad oat the most competitive price. To this he replied: "at the 
time of deciding the purchase, we always take into account the prices pre
vailing in the world market." 

Transport· by Foreign Flag Vessels 

3.9. The position regarding the use of vessels during 1971-72 for the 
import of fertilisers is as follows:-

F.O.B. Contracts . 

C&F COnttactB 

TOTAL • 

Foreign Flag 

Indian Flag 

Foreign Flag 

Indian Flag 

Foreign Flag 

Indian Flag 

4,78,000 MIT 

2,01,500 MIT 

12,65,955 MIT 

77,853 MIT 

17>43,955 MIT 

2,79,353 MIT 

It is stated that in the case of F.O.B. Contracts shipping arrangements are 
made by the Chief Controller of Chartering, Ministry of Shipping & Trans
port, who ensures· that tonnage to the maximum extent possible is carried 
in Indian Flag Vessels within the delivery schedules of contracts. In the 
case of C&F Contracts, shipping arrangement are the responsibility of the 
suppliers. 

Bulk Purchases 

3.10. It has been submitted to the Committee by a non-official organi
sation that for a stable price, better credit terms and economic shipping, 
there should be long term oarrangements for import of fertilisers for periods 
varying from 3 to 5 years rather than floating tenders for smaIl quantities 
of 30 to 50 thousand tonnes every few weeks. Asked to state his views in 
this regard, the representative of the Department of Supply stated that as 
far as supply of large quantity on long term basis was concerned, it could 
be arranged; but so far as price was concerned, neither the suppliers would 
be ready to make a commitment on long term basis, nor would it be in the 
interest of the country to cOmmit itself to a price which might hold good for 
2 or 3 years at a stretch. Asked to state as to how, in the absence of a 
stable price for any given perio<l, the hudget for import of fertilisers was 
being pr~ared and amount allocated. He said: 

"The requirement is given by the Ministry of Agricultur.e. We try 
to import that much requirement and if the funds are not ade
quate, then, we go back to the Ministry of Finance and ask for 
more funds." 
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J.U. In tDis CODDection,: the representative of the Ministry of FinWlce 
stato& 

. ..:;iI 

''This problem has been und~ consideration fOl" quite some time 
and it is being attempted to be solved in two ways. Earlier, 
for each season, ahead of it, we used to consult the Ministry of 
Agriculture, and arrive at an asseSSD!lent of their requirements 
and give an allocation in relation to each season. We felt, over 
a period of time. that this is somewhat too short sighted and 
this had two disadvantages. The disadvantage in this system 
is that if you do not get fertiliser in time, because of the time 
factor, you are compelled to purchase at a higher price. There
fore, the system has been somewhat changed and we aore now 
freely giving allocations for the whole year, approximately 6 to 
9 months ahead. For instance, in September this year, the De-
partment of Economic Affairs had given to the Department of 
Supply, after consultmg the Ministry of Agriculture, allocation, 
which on the present judgment, would be adequate to meet 
the totru requirements for the year 1973-74. They have now 
done the contracts for the Kharif 73 and they are now in the 
process of doing contracts for the Rabi 73. This gives a faci
lity. When pe<lple get together and there is combination then 
you can cancel the tender and go out and explore. t6e ma!:"ket. 
The Department of Supply have been at our instance and with 
our agreement, having negotiations on long-term contracts. We 
have indioat!d our agreement in this regard to the MMTC and 
the Ministry of Foreign Trade (now Comme:-ce), who are con
cerned with the procurement of fertiliser ,from the TEast Euro-
pean countries. For the next three years. we have indicated 
the quantity of f.!rtiliser: we are likely to take. This is being 
incorporated in the Trade, Plans. Fer the quantities of fertili
sers included in the Trade iPlan, there. ,would ,be an agreement 
on the price each year. Even in relation to West Europe or 
North-American countries this system could be tried. Recently, 
there was a discussion with Kuwait. We are moving in the 
di'fection of first making sure· of . the availability which, I think 
is more important. In regard to 'price, it will not be fair either 
for Us or for them to agr.ee on a price in advance because ferti
liser prices are fluctuating both up and down. H the Jrice goes 
up in tb.~ future we would gain. If the price comes down, we 
will lose. Some investigation is lbei.ng made and the parties 
are willing that in each year. while they agree in advance on 
the quantity, there would be' negotiations each year in regard 
to price and the general principle has been agreed that it will 
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be at the in~emational price. More discussions are required 
on how to determine the international price. It is really a ques

tion as to how to determine the international price." 

Import from East European Countritts 

3.12. Intesponse to the desire of the Committee expressed during evi
dence. Government have, in a note fumished to the Committe>!" stated that 
"the Government have entered into agreements with East European coun
tries for supply of the following types of fertilizers against rupee payment:-

Urea. 

Muriate of Potash. 

Calcium Ammonium Nitrate. 

Ammonium Sulphate. 

During the year 1972-73. it was estimated that a quantity of 7.5 lakh tonnes 
()f urea would be available from East European countries. However in the 
month of March, 1972, MMTC informed Government that only a quantity 
of 4.5 lakh tonnes of urea might be available from East European countries. 
Against the above, the following contracts were entered into by MMTC 
with East ~uropean countries:-

U.S.S.R. Urea 73,200 tonnes 

MOP 28,000 tonnes 

Ammsul 15.000 tonnes 

PoIaad .. Urea I~,OOO tODDe8 

Bulgaria . Urea 3OpClO ronnes 

~umania Urea 20,000 tonnes 

CAN 60,000 tonnes 

G.D.R. . MOP 1,20,000 tonnes 

The;' shortfall between the estimated imports and the quantity actually con
tr~ted for with East European countries was, it is stated, 9Il account of 
the .r.eported ealfly spring in East European oountries (as a result of which 
the . fertilizer season commenee4 two months. ahead of ~he usual time) aDd 
closme of some plants in these countries. 
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3.13. The supply position of fertilizers against the above contracts is; 
indicated as below:-

Figures in '000 tormes 

Scheduled arrivals in India from April, 1972 to Dec.. 1972 Actual 
arrivals 

uptQ Shortfall 
DCCII!inber. 

1972 . 

UREA 

U.S.S.R. 45 45 

Poland 90 60 30 

Bulpria 30 12 18 

Rumania 
.: 

20 20 

Muriat, of Potash 

U.S.S.R. 28 28 

G.D.R. 120 108 12' 

Ammcmium Sulphtlu 

U.S.S.R. 15 8 7" 

Calcium Anmumium NitTau 

Rumania 60 30 30 

The main reasons for delay in delivery have been stated to be difficulty iru 
getting ships in the rising freight market and technical problems in some" 
of the plants in East Europe. ' 

3.14. The procedure for import of fertilisers from the East EuropeliD' 
countries was spelled out by the l'epresentative of the Minerals and Metals 
Trading Corporation during the evidence as follows: 

"MMTC is importing fertilisers from East European countries. The
quantity to be imported feom each country is laid down in 
the trade plan. The trade plans are calender plans and are 
negotiated sometimes within the periOd of September to Dec
ember. A delegation of tlte Government of India goes abroad 

for negotiating what the commodities would be, how much is to 
be im..JX>rted and how much is to !be exported. After the trade, 
plan is finalised, it is the duty of the MMTC to negotiate with 
the trading agencies of those countries about price. So far as 
delivery schedule is concerned, it is drawn up with the concur~ 
rence of the Department of Agriculture. As far as price is 
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concerned, it is approved by the Fertiliser Purchase Committee 
to whom negotiations with each European country are reported 
.and their approval is sought. After the agreements are con
cluded, we ke~ a watch on the shipments from those coun
tries. We keep in touch with them to see whether they have 
already(fixed the ship for, say, January schedule. Now, time 
generally taken from East European countries to India is bet
ween six weeks to eight weeks depending upon the port, loading, 
etc. We keep a watch over this." 

Fertiliser Shortage 

3.15. It was pointed out during evidence that there was considerable 
shortage of fertilisers and the farmers were not able to get adequate sup
plies with the result that the agricultural production was suffering. The 
representative of the Ministry of Agriculture stated that there was no prob
lem in the previous year (1971-72). But during the current year 1972-
73) the planned availability had not materialised partly because of short
fall in indigenous production and partly due to dislocation of imports from 
East European countries. These shortfalls came to the notice of the Min
istry of Agriculture only about April-May, 1972 by which time the world 
market of fertilisers had become so difficult that despite further release of 
foreign exchange, it was not possible to procure the necessary quantities in 
time. But she assured that the shortage was "not alarming" and that Gov
ernment was "making every effort to see that whatever we have, reaches 
the farmer in time for the (Rabi) season." She estimated the shortfall in 
availability as against demand during 1972-73 of about 3 lakh tonnes of 
nitrogen. 

3.16. In reply to another question during evidence, the representative of 
the Minerals and Metals Trading Corporation stated that he expected that 
during 1973, the total availability of urea from USSR will be only 55 per 
cent of our expectations. The representative of the Ministry of Agricul
ture was thereupon asked as to whether her Ministry had worked out the 
total shortfall in availability likely to be in 1973-74. She replied: 

"It will be a little too earlv to estimate because our teams are still 
going abroad and trying to get as much of the imported ferti
liseTs as possible. So it depends on how much they will be 
able to procure and how much of TJroduction win be expected 
within the country. So we will be able to work out the extent 
Ilf shortfall for the next yea,. only after we have firm figures 
of indigenous production and firm figures of import." 

3.17. In the context of shortages appearing during 1972-73 in the avaiJ
abilitv of fertilisers, the representative of the Ministry of Agriculture was 
251 L.S.--6 
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asked as to what steps were taken by her Ministry to harmonise the import 
programme with the !:"equirem.!nt of the farmers from se'ason to season. 
She stated: . 

"Generally the whole purpose in OUr planning in the Agriculture 
Ministry in combination with the Finance is to sec that We 
estimate our requirements season-wise and year-wise and then 
the Finance Ministry gives the allocation in advance. For 
1973, both for the rabi and kharif, the requirements for ferti
lizer season-wise have been worked out. The Fin-ance Minis
try as early as September this year have released the foreign 
exchange necessary for making the purchases for 1973. The 
Supply Ministry have been given the foreign exchange and also 
We have indicated not only the season reqiuements but also 
within the season what are the kinds of products that we re-
quire, i.e. how much Urea, etc· ...... In fixing the agreements 
or contracts with the suppliers, the time element is taken into 
account. The schedules are so worked out that the arrival at 
the fertiliser will be in time." 

3.18. The representative of the Ministry of Petroleum and Chemicals 
added that in his Ministry production was estimated from time to time and 
the revised estimates "corrected eve:-y few months on the basis of perform
ance and expectation" were communicated to the Ministry of Agricuhure 
who, on the basis of the likely availability from indigenous production, 
sent their demands to the Department of Economic Affairs and the Ministry 
of Supply to effect the import contracts. Acco::ding to him, the coordina
tion in this regard was being done by the Ministry of Agriculture through 
periodical meetings. 

3.19. Asked to state the steps contemplated to overcome the problems 
arising out of the prospects of a further shortfall in the supplies from the 
East European countries, during 1973-74, Gt>vernment have in a note fur
nished to the Committee, stated: 

"Far the year 1973-74, the Ministry of Finance have allocated foreign 
exchange of the value of Rs. 341 millions for import of ferti
lisers from East European countries. M.M.T.e. was informed 
in the month of September, 1972 that as the international 
supply position of fertilizer was eXpected to be very difficult 
during 1973, they were to get in touch with the East European 
countries and to finalise contracts immediately. MMTC have 
been basing their estimates of availability for 1973-74 on a 
realistic appraisal ot the production and export trends in the 
supplying countries. Against the allocations made for 1973, 
contracts have already been concluded with a number of sour
ces and negotiation~ are in progress with others. In order 
that short notice pw-chases at high prices will not be made 
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from other sources to cover the deficit in supply from East 
European countries, the Ministry of Finance have taken into 
account only the minimum quantities indicated by MMTC as 
available from East European sources and have indicated alter
native sources of allocation for the balance of requirements." 

3.20. The Committee are extremely unhappy to note that in spite of the 
existence of a high level FertUiser Purchase Committee, On which the 
various Departments and agencies of the Government concerned with 
imports of fertilisers are represented, which lS expected to coordinate 
imports of fertilisers to meet the domestic demand, the plea advanced by 
the Ministry of Agriculture for the shortage of fertilisers during 1972 is 
that information of a likely shortfall in imports from East European coun
tries was received by them too late. The Committee desire tbat the Ferti
liser Purchase Committee should have a fIrmer grip on the import pro
gramme and with this object in view it should meet more often, preferably 
every month, to assess the progress of the imports programme so that re
medial action could be taken in time in case of a likely shortfall in the 
scheduled imports from any country. This also points to the need for 
improving the system of timely collection of market intelligenc{' as to the 
international prices and production trends so as to regulate imports in the 
best interest of the country. 

3.21. The Committee note that the Department of Economic Main. 
have revised their procedure for allocation of foreign exchange for import 
of fertilisers and that nOw the foreign exchange is released on annual basis 
instead of on seasonal basis as hitherto. Regretting that the change in the 
procedure could be thought of only when a crisis developed during 1972, 
the Committee hope that from now on the Ministry of Agriculture will have 
more elbow room to plan and negotiate imports on a long term basis and 
a repetition of the crisis of 1972 will not occur. 

3.22. The Committee need hardly point out that the present system by 
which tenders fOr" the import of fertilizers are floated repeatedly after every 
few weeks has not led to import either on assured basis Or On most econo. 
mic prices. The Committee would, therefore, like Government to review 
the present system to see what improvements could be made in the system 
So as to get imports at internationally competitive prices and on assured 
basis for meeting the countlY's requirements adequately and in time. 

B. Distribution 

DistributiOl'. of Imported Fertilisers 

3.23. The fertiliser supplies come from two sources; Impo~s and 
Domestic Production. Different modes of distribution are in vogue in 
respect of imported and indigenous stuff. The Central Fertiliser Pool is the 
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agency which handles the distribution of the imported fertilisers through the 
State Governments, Union Territories and Commodity Boards, 

Central Fertiliser Pool 

3.24. The Ministry of Agriculture operates a State Trading Scheme for 
the purchase and distribution of fertilisers through a Central Fertiliser Pool 
established in 1944. The objects of the Pool are:-

(i) to popularise and' push up the consumption of fertilisers in the 
country; 

(ii) to make them available to cultivators at economic prices/rates; 
and 

(iii) to ensure equitable distribution l)f available supplies in order to 
maximise agricultural production, 

The Central Pool mainly handles Ammonium Sulphate, Urea, Calcium 
Ammonium Nitrate and Ammonium Sulphate Nitrate procured from abroad 
and also from indigenous sources. In addition, it also handles Ammonium 
Phosphate DAP, Ammonium Chloride, MOP, Sulphate of Potash, etc., pro
cured from abroad. 

3,25. Potassic fertilisers are entirely imported and distributed through 
a public limited company, known as Indian Potash Ltd" who have been 
given the task of distributing imported potassic fertilisers and promoting 
the USe of potash generally. 

3.26. The following is the comparative situation of budget provision for 
the years 1970-71 and 1971-72 and estimates for 1972-73 for the procure
ment and distribution of fertilizers: 

(in Rs.Crores) 

1970-71 1971-72 1972-73 

Rs. Rs, Rs. 

Imports 60'33 88'71 154' 45 

Misc, liability 1'50 1'50 2'00 

Establishment 0' 16 0'13 o· 14 

61'99 90'34 156'59 

--------
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Supplementary Grants for Rs. 25.00 crores and Rs. 45.47 crores were 
taken lor the year 1970-71 and 1971-72 respectively. Thus the final grant 
for 1970-71 was Rs. 87.00 crores and Rs. 135.81 crores for 1971-72. 

3.27. It is stated that the Central Fertilizer Pool ensures that there ~e 
sufficient quantities of fertilisers in the country by planning imports suffi
ciently in advance. T·he position of availability of fertilizers vis-a-vis the 
requirements during 1971-72 was as follows:-

I Total requirements: 1971-72 

2 Stock build up as on 1-4-1971 

3 Production of fertilisers 

4 ImportS available 

S Total availability 

----------

Distribution of Domestic Production 

N 

18' 12 

6'69 

9'S2 

4'81 

21'02 

(In Iakh tonnes) 

p K 

S'9O 3'49 

2'08 I'OS 

2'78 nil 

2'48 2·68 

7'34 3'73 

3.28. To speed up investment in the fertiliser industry and achieve the 
production target for the Fourth Plan, Government decided in December, 
1965 that the indigenous production units should have freedom of action in 
regard to fixation ofprit:es of fertilisers and their distribution. Accordingly, 
all fertilizer projects licensed on or before 31st March, 1967 (this was 
subsequently extended up to 31st December, 1967) were given the freedom 
to fix prices of their products and to o-rganise their own distribution-for a 
period of 7 years from the commencement of commercial production, 
subject to the condition that they sell to the Government at the latter's 
optkm upto 30 per cent of their production at a price to be settled between 
them and the Government. In pursuance of this policy, control on distribu
tion of nitrogenous fertilisers indigenously produced was liberalised to 
enable the producers to establish their own markets. From 1st October, 
1966, factories whose production was being taken over into the Pool, were 
allowed to market freely 30 per cent of their production. The direct 
marketing quota was increased to 50 per Co:nt from 1 st Decem
ber, 1967 and to 70 per cent from 1st December, 1968. From 1st January, 
1969, th~ indigenous factories were allowed f~ee sa"e subject to the option of 
the Government to take over not more than 30 per cent of their production 
for distribution through its own arrangements. This free sale continued till 
30th Jooe, 1972. The Pool, however, took over. 30 p'~r cent of indigenous 
production of Ammonium Sulphate with effect from July I, 1972 "to meet 
the priority requirements of States, HIre Andhra Pradesh, Mahatamtra, 
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etc.. wh" are charged with the responsibility of promoting high-yielding 
varieties of cereals and also exports-oriented crops." 

Coordination in Distribution. of Supplies 

3.29. It is stated that Fectilisers are manufactured by a few units, where
as the consumption is spread allover the country. The number of con
sumers runs into millions. Besides, plants have to operate throughout the 
year whereas consumption in most areas is during specific seasons. These 
factors together necessitate an elaborate, extensive and efficient distribution 
system to ensure availability of fertilisers to the consumers at the right time. 
In order to ensure that there is complete coordination of supplies from the 
imports as well a~ from their domestic sources of supply. the Government 
of India in the Department of A£!;I'iculture plays a key role by following a 
system of consultation with the manufacturers and the State Governments 
who are the consumers of fertilisers. Every six months' Conferences are 
held with the various State Governments and the manufacturers and other 
interests, such as Commoditv Boards, in order to ascertain the requirements 
of fertilisers for the succeeding seasons, arrive at estimates of domestic 
production and decide on the quantum of imports required to meet the gap 
between the requirements and domestic production. At these Conferences, 
detailed plans are formulated for supply from each individual factory to the 
various States falling within the marketing area of that factory. 

Application of Essential Commodities Act 

3.30. Since 1972, Government have started is~uinl! Notification~ under 
the Essential Commodities Act, 1955 requirinl!; indi.l!enous manufactunng 
units to ~ell their Droducts in the States soecified in the Notification. The 
fertiliser industry is unhappy at this action of the Government and their 
organisation has represented to the Committee: 

"The concept of freedom of marketing encompasses ability to choose 
the area for marketinl!; of oroducts. Admittedlv in a situation 
where there is shortage of material in the country and inade
quacy of rail transport, certain amount of regulation and ration
alisation become necessary. This was being done through dis
cussions at the biannual zonal conferences. The arrangement 
was by and larl!'e working well. The industry is, therefore, very 
dismayed that government should have had to invoke the pre
visions of the E<;sential Commodities Act, to force mannfac
turers to distribute specific quantities in specified States. We 
feel that this is totally unwammted and urge the Government 
to rescind the order. TIle previous arrangement should con
tinue. Surely the Governm~nt can exert necessary influence 
without resorting to the orovisions of the Essential Commodi
ties Act, on any individual producer who does not play ball." 
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3.31 The issue was raised during evidence and the representative of the 
Ministry of Agriculture was asked to offer her cornments. She said:-

"It was only in April 1972, when there was a little difficulty in 
availability of fertiliser, that State Governments started com
plaining that rnanufacturers are not keeping to their commit
ments as agreed to by thern at the Zonal Conferences and it 
was affecting the supply position of State Governments, and 
which in turn, was affecting the agricultural production pro
grarnme. For Rabi this year, we have taken up a very 
ambitious additional programrne in order to cover the losses 
which are expected in Khariff. So, we could not really take 
a chance to allow the States to suffer from want of fertilisers. 
Agricultural production programrnes cannot be left to chance. 
All that we have done is that. under the statut.!, we have issued 
orders asking the manufacturers to supply to particular States 
the quantities that they themselves had agreed to supply at the 
Zonal Conferences. . . . It ;s merely trying to make it statutorily 
obligatory for them to rneet their cornmitments which they had 
agreed to at the Zonal Conferences. To say that these orders 
were arbitrary and have imposed some additional or new 
burdens on thern is totally unjustified." 

"Our orders have not gone against them. It has helped them, 
because where a rnanufacturer was previously having to sell 
in 12 States, thereby incurring a lot of expenditure on long 
movement by rail or road, we are now enabling him to sell 

within a much smaller marketing zone, or a much more econo
mic marke.ting zone." 

Another point that she made was that the orders under the Essential 
Commodities Act also helped in securing priority classification by the 
Railways for a planned rnovement of fertilise.rs only to the extent it was 
necessary. Pointing out that "except in one or: two cases. no State Govern
rnent have had any opportunity to take action under the Essential Cornrnodi
ties Act, because, all the manufacturers' have more or less been supplying 
according to the commitments made by them," she said that by this 
procedure "the State Governments feel psychologically satisfied that 
(Central) Govemrnen! has not left thern to the mercy of the rnanufacturers." 
Asked as to what consequences she foresaw in case the orders under the 
Essential CQDl1l1odities Act were withdrawn, she stated: "We cannot say 
what would be the position if we had not got this safeguard. " 

3.32. In reply to the point as to what would be the position in ca!\e 
the State to whorn a share of production was anocated. did not lift the 
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quantity, she said that in such a case "we havc given freedom to the manu
facturer to sell it in any way he likes." 

Distribution through Cooperatives 
3.33. It has also been represented to the Committee by a non

official organisation: 

"The industry is using two parallel channels of distribution, i.e .. 
private trade and the institutional channels. Hitherto. the 
industry has been alJowed to choose a channel and alJocate 
quantities to each of the channels on the basis of (certain) 
factors (e.g.; intensity of consumption, forces of competition. 
share of trade desired, terms of trading, relative effectiveness 
of channels, long term trading interests). Recently, all a result 
of shortages of products with the Pool total avai1abi1ity to the 
States has been inadequate due to various reasons--the main 
one being the disruption in imports due to the Indo-Pak war 
and suspension of U.S. Aid. Cooperative!l have not. t,herefore. 
been able to get enough fertiliser!l from the Pool. Pressure is. 
therefore, being put on the producer!! by the State Govern-

ments through the Central Government to /rive preferential 
t:"eatment to institutional channels in the distribution of their 
products at the cost of the private trade. We would like to 
submit that apart from contravening the a~surnnc·~ of freedom 
of marketing. this is not conductive to efficiency in marketin~. 
Each manufacturer must be alJowed to chose a channel of 
distribution based on its commercial aSsessment and the relative 
efficiency of alternatives." 

3.34. Dealing with this complaint during evidence, the reprellentative 
of the Ministry of Agriculture stated: 

''We are exerting no kind of pressure on this account .... Govern
ment policv has been mentioned a number of times to have 
more and more of the ferti1i~r distribution to he done throu!!h 
public ap"encies iTl order to rninimi!;e the nossibtlities of ahuse 
during times of short suoolv. Government have set 1m ;J 

Committee under the Chairmanship of Mr. Ouraishi to 1'0 into 
thie; aue~tion. On thi~ Committee. there are II number of 

fel)resentatives of manuhcturers so th~t evpn lf this Committee 
comes to a d~cision that indigenoue; manufacturer~ 9hould mve 
it certain percentage of their supolv to coooeratives. o~ to 
ouhlic IIl!enciec;. H wm he a Committee in which they win have 
their fun ~~V. Onlv after their vlP.WS ar~ taken into 8CC'fllmt. 

wm this Committee come- to a cor.dusion. Just at the mOTTl!""' 
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We are not bringing any pressure on them to distribute through 
particular agencies, whether public or private." 

3.35. The representative of the Ministry of Agriculture was thereupon 
asked as to what was the attitude of the Government in regard to the 
agency for the distribution of fertilisers-both imported as well as indi
genously produced. In reply she said :-

"As far as the Government is concerned, we have repeatedly been 
urging that the distribution of fertilisers should be largely 
through public channels, particularly through cooperatives, 
because credit is also mainly channelled through cooperatives. 
So far as imported fertilisers are concerned, which in the 
present context represents about 50 per cent of our total 
fertiliser distribution, we give this to the State Governments 
'and in most of the States where the cooperative structure is 
strong enough to take over the entire distribution of imported 
fertilisers, it is channelled through cooperatives. So far as 
the private sector and public sector units are concerned, there 
is currently a Committee which' has been appointed under the 
Chairmanship of Shri Qureshi to trv and persuade the indigenous 
manufacturers also to distribute all thei.r production through 
cooperative channels as far as possible. This Committee has 
not yet finalised its recommendations but this has been OUT 

attitude-that is, to channelise the distribution of fertilisers as 
much as possible throu!!'h thr cooperative sector." 

Movement by Rail 
3.36. It was represented by the fertiliser industry that Railways were 

not able to meet the requirements of the fertiliser industrv because of 
inadequate haula!!e capacity, frequent booking restrictions etC. Government 
was asked to state whether the difficultv pointed out bv the industry was 
genuin~ and if so. what measures were taken, or were proposed to be taken, 
to remove the cauSe for complaint? 

3.37. The loadin!.! particUlars of fertilisers durint! the years 1970-71. 
1971-72 and 1972-73 (uoto SeotembPr. 1972) have been indicated as 
fonows. The particulars of demand, however. are not readily available. 

Year 
---- -------~----

T 

19~71 

1971-72 

1972-73 (upto ~~f) . 

(Broad Gauge) 

(In wagon loads) 

Total Covereds Opens 

2 

7,841 

T5,944 
5,468 

-_. -~---- ---.~-.-.--. --
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2 3 4 

(Metre Gauge) 

1970-71 63,014 62,978 36 
1971-72 62,145 61,378 767 
1972-73 Cupto Sept) 28,839 28,358 481 

3.38. The following table indicates the percentage of loading to indents 
of imported fertilisers from the various ports and indigenous fertilisers from 
important fertiliser factories during the per;od July to November, 1972: 

Percentage ofloading Percentage of loading 
to indent in respect to indent in respect 
of Imported fertili- of Indigenous fertili-

sers sers 

(Broad Gauge) 
July 63 91 
August. 71 91 
September 81 98 
October 89 87 
November 70 93 

(Metre Gauge) 

July 81 80 
August. 85 89 
September 83 97 
October 100 96 
November 79 95 

It is stated that the loading during the period referred to above would have 
been still better but for the following adverse factors: 

(i) Breaches on the East-Coast section in July 1972. 

(ii) Plant over-hauling at Sindri and Kota in July, 1972. 

(iii) Mechancial failure at Namrup and breakdown of plant at 
Gorakhpur in July, 1972. 

(iv) Labour strike at Rourkela in July, at Gorakhpur and Kanpur 
in July, August and September, at Madras Fertiliser Factory in 
October 1972, at Kumhari factory in August and September 
and at Alwaye in October, 1972. 

(v) Breaches on the Gangapur-Mathura Section of Western Railway 
in August and cyclone in the East coast in September, 1972. 

(vi) Loco staff strike on Southern Railway in September and 'work
to-rule' campaign of CPC staff in the same month. 
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(vii) Machinery break-down in Trombay in September and October 
and power cut at Nangal in September and at Trombay in 
October. 

(viii) Labour strike in Madras Harbour in November, 1972 and 
also heavy rains. 

(ix) Mulld Rules agitation in November, 1972. 

(x) Detentions and rejection of wagons by the FCI at Bombay 
Port. 

(xi) Working to reduced capactiy of Kumhari factory in October 
1972. 

3.39. As regards anticipated movement for 1973-74, no precise figures 
are available, but it may be anticipated that movement would be more less 
to the same extent as in the year 1972-73. 

3.40. In regard to movement of fertilisers for each year of the 5th 
Plan period, a working group comprisinl! of representatives of the Railways 
alongwith the concerned Ministries has been constituted to make an assess
ment of the transport requirements of fertilisers and their report has not 
yet been finalised. The tentative target fixed for movemoot of fertilisers 
at the end of the 5th Plan is 10 million tonnes. 

3.41. The representative of the Ministry of Railways admitted during 
evidence and the movement of fertilisers has not been 100 per cent last 
year (1971-72) or the year before that (1970-71). The reason given by 
him was that during monsoon the fertilisers could be moved only in covered 
wagons while the covered wagon supplv was restricted on account of 
damaO"e by pi1ferers, particularlv in the Eastern Zone. The problem was 
met, he said, partly by rehabilitating damaged wal!on<; and adding new 
wagons to the stock and partly by, in practice, giving highest priority to 
the movement of fertilisers and movinq; them according to a plan, drawn 
UP in consultation with the Ministry of A¢culture and others concerned, 
which eliminated unnecessary movements. According to him, the Railways 
had been able to evolve a new pattern· "which is working very satisfac
torily." He assured the Committee: 

"At the present moment, we can say that as far as fertiliser move
ment is concerned, we are meetinJ.; the traffic in fun and I see 
no difficulty even in future for it, movement. In order to get 
over this problem we were requesting verv often in the past the 
Ministry of Agriculture and also the producers to do fertiliser 
loadinl! in open wagons; but now we are confident that we 

would lift fertilisers entirely in covered wagons." 
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3.42. The representative of the Ministry of Agriculture stated that a 
Review Committee headed by the Cabinet Secretary with representatives 
from the Railways and other concerned Ministries was meeting every month 
to review the priority movement of essential commodities and as a result 
the Railways had, since the last three months, increased the availability 
of covered wagons. According to her, now the position had "improved" 
so far as rail movement of fertilisers was concerned, though she could not 
say that there were no complaints. 

Priority tor Movement 

3.43. At present the movement by rail of fertilisers sponsored by the 
Central Fertilisers Pool enjoys priority B while the fertilisers despatched 
by private producers move by rail under category C. It was represented 
to the Committee that there should be no disparity in regard to the priority 
for movement of fertilisers as between trade and Government. It was also 
suggested to the Committee that fertilisers should enjoy the same priority 
as foodgrains which was B. During evidence, the Joint Commissioner 
for Fertilisers in the Ministry of Agriculture explained the reasons for the 
disparity in priority categorization as between Pool spcnsored fertilisers 
and those despatched by private industry thus: 

"The Committee will appreciate that the movementf. under a central 
regulatory distribution system hav·<! to be given somewhat higher 
priority than individual movements on trade account, because 
a central regulatory system, like the Central Foodgrain Pool 
or the Central Fertiliser Pool has to meet certain special needs. 
It has to reach fertilisers to difficult areas. It has a certain 
stabilising effect on prices etc. It has to rush fertilisers in time 
of need. That is why this type of movement has been given 
a higher priority than the other movements." 

As regards the upgrading of priority from C to B, he said that the 
existing priority was 'quite reasonable in the relative scheme of things.' 
However, according to him: 

"Apart from this question of permanent classification there are in
dividual situations, in which the two Ministries sit together 
and decide the priorities and overall logistics. Where there 
is some scarcity of foodgrains, it has to be moved fast. When 
there is the sowing season, fertiliser t-ecomes more important. 
That means that without changing the classification as such 
they ensure that fertiliser reaches at our request where it is 
urgently required." 



87 

The representative of the Ministry of Railways also stated that the priority 
categories were for the guidance of the Station Masters but when bulk move
ment of fertilisers was involved, the entire programme was drawn up in 
advance and its movement was watched at the highest level. 

Movement in open wagons 

3.44. It was represented to the Committee that within the limited avail
ability of wagons, Railways were not able to provide enough covered wagons 
and the industry had to use open wagons and either suffer the risk of 
damage and theft or provide their Own tarpaulins to cover the wagons and 
their own escort for safe transit of goods. It was suggested to the Com
mittee that until Railways were able to provide closed wagons for all ferti
liser movement, they should charge a concessional freight on its movement 
by open wagons. 

3.45. In this connection, the representative of the Ministry of Railways 
gave an assurance during evidence that hereafter the Railways would be 
able to transport fertilisers in covered wagons. He, however, disagreed 
with the suggestion for a concessional tariff for open wagons saying that the 
tariff for movement of all essential commodities including fertilisers was 
already "very very low" and if it was further reduced the Railways would 
incur "a great loss". 

Rail Freight Concession 

3.46. Fertilisers enjoy a concessional rail freight if the State authorities 
at the destination station certify that the material will be used for agricul
tural purposes. Du·ing evidence. the rep:-esentative of the Ministry of 
Railways was asked to state as to why this certificate was being insisted 
upon when most fertilisers were in any case used exclusively for manurial 
purposes. He explained: 

"For fertilisers these conditions are applicable only in respect of 6 
chemical manufactures ...... Recently in consultation with 

the Ministry of Agriculture, we have simplified the procedure 
in respect of Urea. I am given to understand that 50 to 60 
per cent of the fertilisers that move by rail is Urea. So, Sir, 
we are left only with 5 other fertilisers for which these restric
tions apply. The fertilisers enjoy very low concessional rates. 
Some of these commodities can be used for other than fertili-

" sers. That is why we are putting a lot of safeguards to see 
that these chemicals which, enjo~ concession, go for use of 
fertilisers. This is the procedure. We are now considering 
in consultation with the Ministry of Agriculture to what extent 
these existing procedures can be made easy and to what extent 
these can be relaxed." 
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4.47. In a subsequent note furnished to the Committee, the Ministry 
of Agriculture have stated: 

"Railway Board have already exempted the production of end-use 
certificates in respect of urea, which accounts for about 40 
per cent of fertilisers transported. They however would like 
to have "end-use" certificates in respect of five fertilisers 
(Ammonium Sulphate, Ammonium Chloride, Muriate of 
Potash, Diamonium Phosphate & Calcium Phosphate) unless 
it was established to their satisfaction that these fertilisers were 
not used for purposes other than manurial purposes. 

Since Calcium Phosphate is hardly imported or proauced in 
the country for manurial purposes, it is not proposed to pur
sue the matter regarding it. Ammonium Chloride has signifi-
cant industrial uses and so it is not proposed to press for exemp
tion regarding this too. Regarding the other three fertilisers, 
details of non-agricultural use arc being collected in order to 
convince the Railway Board that their substantial manurial U<;P 

merits exemption from the production of end-use certificate." 

3.48. It was also represented to the Committee that the concessional 
freight was given only on the movement of fertili!\ers from the plant to the 
company's storage but no such concession was given on the secondary 
movement from company storage to the consumption point. It was sug
gested that this lacuna needed rectification. in this connection, the repre
sentative of the Ministry of Railways assured during evidence that his 
Ministry would consider, in consultation with the Ministry of Agriculture, 
to what extent this procedure could be made easy. In a subsequent note, 
the Ministry of Agriculture have stated: 

"This matter had been taken up by the Ministry of Agriculture with 
the Railway Board. Subsequently, this was also recommended, 
by the National Commission On Agriculture in their Interim 
Report on Fertilisers Distribution (Nov. 1971). In the meeting 
held with the Railway Board on 24-1-1972, this recommenda
tion of the Commission was accepted by the Railway Board. 
However, the implementation of this is linked up with the 

modification to be made in the procedure for grant of conces-
sional freight for movement of fertilisers in pursuance of Re
commendation of the National Commission on Agriculture." 

Subsidy for Transport by Road 

3.49. The National Commission on Agriculture have recommended 
that certain points in districts not served by Railways should be treated as 
rail heads for the pUTpose of transport subsidy and the extra cost of road 
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subsidy should be met by Agriculture Ministry. It is stated that States 
like Jammu and Kashmir, Assam and MeghalaYa have already been given 
the benefit of transport subsidy to reach fertilisers to certain centres which 
are not connected by rail. Regarding other States, it is proposed to include 
a scheme under the Fifth Plan. ' 

3.50. It is further stated that States like Himachal Pradesh subsidised 
to the cooperatives the cost of road transport in respect of domestically' 
manufactured fertilisers since these manufacturers were not willing to bear 
the additional transport costs. Moreover, the Small Farmers Development 
Agency /Marginal Farmers Scheme are empowered to subsidise road 
transport costs in resP"!ct of those areas where road transport costs are 
higher than Rs. 10 per tonne provided in the distribution margin, e.g., 
Darjeeling district in West Bengal. 

Different Rates of State Sales Tax 

3.51. The Sales Tax charged by different States on Chemical fertilisers 
varies from 1 per rent to 5 per cent. One of the non-official organisation 
has represented to the Committee: 

"This imposition of sales tax affects the industry in two ways. It 
raises the price to the farmer by the extent of the State Sales 
Tax for fertilisers prodUCed in the State. For supply received 
from a plant in another State the incidenre of the Central Sales 
Tax raises the price further. 

In any State more than one manufacturers may be marketing pro
ducts. A producer from a State where there is sales tax will be 
at a disadvantage compared to the product from another State 
where no sales tax is levied. Since there cannot be two con

sumer prices in a State the manufacturers in the former State 
will be out of pocket for amounts which could be as high as 
Rs. 25 per tonne for urea. This affects not only the smooth 
distribution and flow of fertilisers but also tfle profitability." 

The remedy suggested is that this commodity may be exempted from State 
Sales Tax (like textiles, cigarettes, sugar) and a suitable Excise Duty may 
be centrally levied which can then be equitably distributed among the States. 
The Ministry of Agriculture have, in a note furnished to the Committee in 
this connedion, stated:-

"Agriculture Ministry have no objection to this suggestion. In fact, 
this was suggested informally to some States in the Southern 

Council on Sales Tax matters, but the suggestion was not favour
ably received by the State Governments. Ministry of Finance 
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'have advised US that the ~tates have been generally unwilling 
to agree to such measures." 

Registration of Dealers 

3.52. At present, no licence is required for commencing business in fer
tilisers. The Fertiliser (Control) Order, as now in force, only provides for 
compulsory registration of all fertiliser dealers and manufacturers of ferti
lisers mixtures with the State authority. It is stated that it helps the autho
rities in obtaining data about the off-take of fertilizers and in enforcing the 
quality control measures. In another note submitted to the Committee the 
purpose of registration is indicated as: 'To encourage' a large number of 
dealers to set up fertiliser depots and to deny discretion to State Govern
ments to refuse registration (except where the bar is provided in the Order 
itself) ". 

3.53. The problem of equitable distribution of fertilisers assumes great 
importance u it is well known that the supply is far from being regular 
and that the ordinary cultivator bas great difficulty in gettiog the fertili6er 
of the requisite quality at the regulated price. The Committee noderstand 
that the Government have. under the circumstances, taken recourse to the 
Essential Commodities Act in order to regulate the distribution of fertilisers. 
It has however been represented to the Committee particularly by the ferti
liser industry in the private sector that the Government iDtervention has, 
to some extent, up6Ct normal channel of distribution which they bad built 
up over the years. The Committee would like Government to examiue the 
difficulties being experienced by the fertiliser industry so as to resolve the 
genuine ones and elicit their whole-hearted cooperation and support in the 
matter of fair and equitable distribution of fertilisers so that these are made 
available in adequate quantities and in time to the peasant in the field. 

3.54. The Committee trust that the body recently appointed to go into 
the question of routing the distribution of fertilisers through cooperatives 
to a larger exientthaD hitherto, would take into CODSideration folly the 
existing capacity of the institutiooal channels to reach the CODSOmers in 
the remotest parts of the country. It should also be ensured that the 
cooperatives do not become merely an intermediate agency distributing 
fertilisers through private traders who now receive their supply from tbe 
manufacturers directly. The Committee would like that the emphasis 
should be on rendering service to the peasant so that he is able to come by 
the fertiliser at the time he requires it and that financial accommodation is 
also shown to him as to encourage bim to produce more. 

3.55. The Committee are glad at the assurance given to them by tbe 
Ministry of Railways that they have taken adequate measures to end the 
shortage of covered wagons for the fertiliser industry and that at present 
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they are meeting the fertiliser traffic in full. They are also glad to Dote 
that although the movement of fertilisers not sponsored by the Central 
Fertiliser Pool is classified under category 'C', these are being moved on 
a higher priority basis and that the movement is being watched at the 
highest level. 

3.56. Since durin!! tire Fif'h Plan period, the movement of fertlisen 
would be Gn a much larger ~cale than durin!! the Fourth Plan period, the 
Committee d~sire that the M;n:strv ('f Ra'hv:1Vs should, in consultation with 
the Min;s{ry of Petroleum and Chemicals and Agriculture, work out rea
listically the tmnsportation requiremen's for ferti~i~ers during each year of 
the Fifth Plan period an:) frem now on rlan for t'leir orderely movement so 
that there are no bottlenecks and the feftiliser~ reach the farmers as per 
plan. 

3.57. The Committl'e would also like to stress that the new fertiliser 
pJ:mts should be S~ :o~ated as to limit the tran'ipOft of both raw materials 
and the end product ta the minimum necess:lry, This would ensure not 
only development of industry on a decentralised basis but .also avoid un
necessary burden being cast on the Railways for carriage of raw materials 
and fertilisers. 

3.5S. The Committee recommend that the Min;stry of Railways should, 
in consultation with the Ministry of A~riculture, take an early decision on 
the question of relaxation in the existing procedure whereby for enjoying a 
concessional rail freight the State authorities at the destination station have 
to certify that the chemical will be used as fertiliser for agricultural purposes, 
and extension of the concessional freight to COVl'r also the movement of 
fertiliser from the storage point to the consumption point. 

3.59. The Committee note that the rates of sales tax on chemical ferti
liser levied by ditlerent States vary from t per cent to 5 per centwitb 
inequitable repercussions on fertiliser industry and trade. The Committee 
rec:ommend that Government may reconsider the question of exemption 
of fertilisers from State Sales Tax and imposition of a suitable Centra) 
Excise Duty whic1h can then be equitably distributed among th>! States. 

C. Fertiliser Credit 

Loans t~ States 

3.60. In the preliminary material furnis:led by the Ministry of Petro
leum and Chemicals, the low consumption of fertilisers in India is attributed 
inter alia to: Constrain!s in the availability of credit for fertilisers. As 

2:St L.S.-'7 
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already stated, the Central Fertilisers Po~l distributes the Pool fertilisers 
through the Stat·~ Governments. Government have a scheme whereby ~ 
budgetary provision is made in the Central Budget for grant of short term 
loans to the States for the purpose of stocking and distribution of fertilisers 
and other agricultural inputs. A sum of Rs. is crores was provided for 
thi, purpose during 1971-72 out of which Rs. 22.97 crores were actually 
loaned to the States for fertiliser marketing. During 1972-73, aqainst a 
budgetary provision of Rs. 100 crores, a sum Rs. 89.47 crores had been 
disbursed to the States upto 25th January, 1973, inter alia for the sr):king 
and distribution Gf f~rtiliseT5. 

3.61. During evidence, the representative of the Ministry d Agricuture 
stated that until 1969, the States were being issued short term loans for 
this purpose at the rate of 50 per cent of their liftings for marketing. But 
after 1969 i.e., after the nationalisation of Banks, in view of the part 
expe:.:ted to be played by the Nationalised Banks in extending credit for 
the purp;)se and in accordanC'~ with the recommendations of the Finane" 
Commission, lesser amounts were bdng provided in the central budget for 
the purpose. She added that the feeling in th~ Agriculture Ministry was 
that the present scale of loans disbursements to states for fertil;<er rurchase 
"is adequate. considering the fact that the commerc;al (Nation:ll;sed) banks 
have stepped into the field." She, however, pointed out that in emergencies 
the provision was stepped up as had b~en done during 1972-73. 

Loans to Retailers 

3.62 A non-official organisation has in its memorandum to the Com
mittee stated: 

"Considering the number of retailers in the o~untry, their locations, 
and the o.::t WOl k of branches of commercial banks in the rural 
areas, financing retailers is a hopeless task. It has, therefore, 
been generally agreed that for fertilisers distribution credit to 

be really effective. it must be beamed at the wholesalers." 

The point was raised during evidence and in this connection the represen
tative of the Department of Banking stated: 

"The hang-;}ver of the old traditional COIlc-~pts of banking are still 
there. Even today, our bankers are more inclined to finance 

"I bigger borrowers and not smaller borrowers. In order to induce 
Our public sector banks to hav~ more consideration for these. 
smaller borrowers. certain measures have been taken. So far 
as the wholesale dealers of fertilisers are conce:ned. we find 
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'absolutely no difficulty in financing them. But, we have adopted 
rcertain measures ill order to induce the public sector banks, 
especially their branches in the rural areas, to go to the help 

·()f the smaller dealers. With this end in view, a Credit Guarantee 
Corporation was set up in April, 1971, with the specific objec
tive of inducing the public sector commercial banks to go to 

'the help of the smaller borrowers. In the case of fertiliser 
dealers, the annual turnover of Rs. 2 lakhs of business· was 
assessed as the range of operation of a smaller dealer. Later 

on, at the instance of the Ministry of Agriculture, and at the 
instance of the Fertiliser Corporation of India, who both pointed 
out that '~ven a small dealer can go up to a range of business of 
Rs. 5 lakhs or so, the guarantee cover has been increased from 
Rs. 2 lakhs to Rs. 5 lakhs. So far as the wholesale dealers 
ar~ concerned, there is no difficulty. But, if th<: suggestion is 
that the banks should finance only wholesale dealers and nobody 
else, I am afraid we are not in a positior. to accept this because 
w<: are trying to help the smaller dealers also." 

"Volume of Credit Required 

3.63. Government was asked a~ to whether any study had been made 
·()f the estimat;;d <equirement of credit for the f~i1iser trade and consump
'tion. They have stated that a Fertiliser Credit Committee headed by Shri 
~B. Venhtappiah. former Deputy Governor of the Reserve Bank of India, 
studied in 1968 the demand and supply of fertiliser, distribution arrange
ments and the Co:}perative and Commercial Bank Credit structure in 
various State3 of India and came to the conclusion that the proportion of 
credit sales to total sales would be about 70 per cent and also that the 
dependence en credit facilities for fertilisers varied from 50 to 90 ~ cent. 
On the basis of these findings, the Government hove projected the credit 
needs for 1978-79, since the degree of dependance on credit of the farmers 
was not expe:ted to change radically. However, regarding .fertiliser dealers, 
a more conservative estimate has been made, in that th'~ distribution credit 
needs have been assessed &t 50 per cent of the fertilisers to be sold. In 
1978-79, the total value of fertilisers that are planned to be sold are 
·estimated to be of the order of Rs, 1,600 crores. Production credit needs 
'of the farmers wou1d be Rs. 1,120 crores and of the fertiliser distribution 
system Rs. 800 crores. 

Credit from Nationalised Banks and SBT Group 

3.64. It is stated that in the wake of nationalisation, the public sector 
'banks have been endeavouring to cover the hitherto neglected priority sectors 
including agriculture to an increased measure. The comparative position 
d. direct -and 'indirect 'agricultural advances as at the end of June, 196~ 
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<when the banks were nationalised) and June, 1972 for the State Bank 0.1: 
India Group and 14 nationalised banks is indicated as below: 

June, 1969 
June, 1972 

June, 1969 
June, 1972 

Direct Advances 

Indirect Advances 

No of 
Accounts 

171880 

924743 

(Rs. Crores) 

Amount 
Outstanding 

38 '02 

223'43 

3.65. The perusal of the direct 'agricultu"al advances,. which are used 
by farmers a~so for consumption of ferUises re'Vea!s that there h:ts been 
an overall increase of 487.6 per cent in the advance, made by tho;? public 
sector banks in relation to advances as on the eve of nationalisation. How
ever, in the case of indil':!ct agricultural advances, a bulk of which is for 
fertiliser distribution, although there is sizeable increase in the number of 
accounts, the amount outstanding shows that there has been decline in the 
utilisation. To find out the causes for this decline, it is stated, the Bank 
of Baroda devised a questionnaire which was circulat~d amongst all the 
fertiliser distributors who were granted loan by different branches of the . 
bank. From the replies received, the reasons reported to have broadly 
contributed to ,inadequate utilisation are (i) irregular supplies from the' 
suppliers of the fertilisers (ii) highly competitive business with low margins
as their retail prices are high, (ii) business being of seasonal nature. rebuilt 
limitations in uti;ising the limits throughout the year, (iv) availability of 
taccavi loans from Government, (v) direct supply to consumers, (vi) pre
ference of the farmers for organic manure to fertiliser in view of uncer
tainty of rain fall,. (vii) manufactur.ers of certain fertilisC':"s banking with, 
specified banks insisting upon the distributors to avail the facilities of bank- .. 
ing from the same bank. 

3.66. During evidence, the representative of the Department of Banking:. 
stated that as regards direct advances to farmers, they were given both by 
the Banks and by the cooperative societies. The 10'ans by cooperative socie
ties were much higher than those given by the Banks, he said. 

Rates of Interest 
3.67. It was pointed out to the Committee that according to V.~nlmta

ppiah Committee Report, the bankma~gins for. pledging and hypothecation
of stock in the case of fertilisers should be limited to 5 p.:r cent and 10-
Per cent respectively whereas. the existing margins range between 25 and' 
4a per cent. . The rates of interest were' alSo considered VOl"! high. Oru: 
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I'the point being raised during evidence, the Secretary, Department of Bank~ 
,"ing stated that after a careful consideration of the recommendation of th.~ 
· Venkatappiah Committee. Gove:nment had decided that distinction should 
.. cootinue to be made as between parties depending upon· their solvency a(ld 

,'their range 6f operations and whether the party was big or small. A~ 

· cording to him "these days the margin does not exceed 30 ~r cent. But, 
in case of smaller dealers it has been reduced even to 10 per: cent." He 

Jtbought that it was not a serious constraint in the ~xpansion of fertiliser 
business. As regards the rate of interest, he said it was 1~11 per cent 
which is the normal rate cha':'ged by the banks except in the case of agri
-culture where" depending on the holding, of the farmers. differential rates 

· were laid down. 

,.credit Guarantee Corporation 
3.68. The Reserve Bank of India have set up a Credit Guarantee Cor

,poration in April 1971. in orde, to underwrite risks of the commercial 
banks in lending inter-alia to small farmers and to fertiliser dealers. Thus. 
if a commercial bank lends to farm.~rs. 75 per cent of the bad debts upto 

"R.s. 2,500 per farmer will be borne by the Corporation; likewise,. bad 
debts upto Rs. 75,000 or 75 per cent of the loan whichever is lower will 
be borne by the corporation in o:espect of loans given by banks to fertili
ser dealers with turnover of Rs. 5 lakhs 0, less. It is stated that the above 
guarantee protection is expected to induce the banks to lend liberally to 
farmers and fertilisers dealers in the interest of maximiSing fertiliser use 
for maximis:ng agricultural production. 

3.69. Suggestions have been made to the Committee that the limit of 
a turnove,= of Rs. 5 lakhs for underwriting bad debts in respect of fertiliser 
dealers should be r.aised to Rs. 15 lakhs and that separate Credit Guarantee 

, {::orporation should be set up exclusively fOr the fertiliser industry. Asked 
to state his views on these suggestions the ~epresentative of the Ministry 
of Financ.~. (Department of Banking) stated during evidence that the limit 
had been recently raised from Rs. 2 lakhs to Rs. 5 lakhs and a further 
enhancement would cover those parties who did not deserve the p·ot.~c

tion of the Corporation and in whose caSe the banks did not need <.oy in
ducement. As regards setting up of a separate corporation for fertiliser in
<Justry, he said that it was not necessary to set up a credit guarantee cor
poration for one sector of economy. Moreover, according to him. the 
existing corporation was set up for the sake of smaller borrowers only. 

3.70. The Committee attlKh highest importance to the fertiliser being 
used by the common peasant in the interest of increasin~ a~cultural pro-
1loction and also improving his own lot. In this context. the Committee 
--would like to point out that the chief comtraint at present feft ~ the ordi
'aary pi ... lack of I'e8dJ mooey to boy die fertiliser. The CoIIIIDittee 
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recommend that co-operative agencies should be so developed as pot oal). 
. &0 make availBhle the liertil.s.a ot the requ.site quality and in time to \.lie. 
peasant in the field but also afford him necessary financial accommodaUoD 
so as to encourage him in tbe use of modern inputs in the larger natioual 
inte~st. Besides, tbe nationalised Banks and the State Banks Group am. 
play a notable role in this field. The Committee desite that Government 
sbould take appropriate measures in this behalf and review the Credit Sys
tem from time to time so as to realise the objective of helping the ordinary. 
peasidlt to get the modem inputs in time at fair plices in the interest 01-
larger agricultural production and strengthening o~ the weaker sections of 
society. 

3.71. The Committee note that the production credit needs of the far
mers and the credit needs of fertiliser distribution system in 1978·79, i.e. 
last year of the Fifth Plan, have been assessed as Rs. 1120 crOles and 
. Rs. 800 erores respectively. S:nce a major part 011 this credit would ha~'e to. 
be met by the State Bank Group and the Nationalised Banks. the Commit
tee hope that these Banks would build up adequate organisation in time
to undertake (he task envisaged fo; them during the Fifth Plan period.. 

3.72. The Committee find that there ~as b<:e~ a decline 10 tbe otiIiIa-
tion of indirect agricultural advanres. a bulk of whicb is qor tert:tiser dis
tribution. The Committee would like the Department of Banking to go info. 
the causes for this decline and try to remove. as far as possible, mcla 
features ool tbe existing system of ind::ect agricultural advances as haft-
been hampering its fuller utilisation. 

D. Prices 

Prices in different countries 

3.73. A compa"'3tiv.~ study of the cultivators prices in other countries. 
and India shows the following position: 

Prices paid by farmers per 100 Kgs. of Plant nutrient in U.S. Dollars. 

Ammo- Ammo- Urea 
nium nium 
Sul- Nitrate 
phate 

SSP 
(below 
2 5%) 

MOP 
(Over 
45%) 

Remarks 

------- -------------------------------
France 69;70 . 23'3 22'3 

West Germany 69/70 28' 7 25'9 

8· 7 Price at retail store. 
No subsidy M.O.P. 

8· 9 Price at nellres' 111 i J 
station for minimum 
lot. nf 20 tOf1~ incro
;~q '·~lue·~dded tax. 
-'t().P. ~OM, 
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Ammo- Ammo- Crea SSP MOP Remarks 
nium nium (below (Over 
Sul- Ni' raT e 25%) 45~~ ) 
pha'e 

UK 69/70 15'6 14'5 Prices are comfIiled 
from subsidy - laim ' 
statistics, Different, 
subsidy for different, 
fertilizer I·'.) 

Switzerland 69/70 25 24'7 19'4 24'9 Prices at nearest rail 
station for 5-15 car-
lots-No subsidy 
MOP 40% 

Canada 68.'69 29' 1 22' 1 20'9 23'6 8 Prices FOB on Plant 
-No subsidy 

USA 69/70. 27'5 19'7 19'9 2~ 9'4 Prices at various po-
ints of delivery. 
There is cost-shar-
ing arrangement 
with farmers which 
is n0t considered 
su~idv 

Burma 69/70 , 24'2 25'1 9'5 Prices at nearest sale 
points in Govern-
ment organised non-
profit scale 

Ceylon 68 21'1 15'8 7'5 Prices at Government 
retail Stores-Subsi~ 

sdised sales 

Taiwan 69/70 38'0 37'7 28'3 23'6 .12'3 Prices at nearest rail-
way station. No su~ 
sidy 

India 69/70 34'3 29'4 27'3 26'7 II'6 

Japan 69/70 2S~\ 21'9 24'4 9'7 No subsidy 

Pakistan 68'69 21'7 22'4 23'7 22'2 13'4 Subsidy varies from 
fertiliser to fertiliser 

UAR 68/69 29'9 30' I 3°'4 17"7 II No subsidy 

Australia 69/70 24'2 3°'9 18'9 9'7 10'6 Sutsidy paid to ferti-
liser manufacturers 

-Source: FAO Production Book, 1970 I 

It would be seen from the above statement that tIle cultivatOrs prices 
for fertilisers in India are about the highest in the world, 
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Prices Charged by Central Fertiliser Pool 

3.74. The fertilise:'s imported by the Central Fertiliser Pool are issued 
at uniform :prices fixed for various interests throughout the country. These 
uniform prices are known as Pool issue prices and are fixed per metric 
tonne F.O.R. port/d.~spatching stations. The freight upto the rail head 
destination is prepaid by the Central Ferti;iser Pool. 'No-profit-no-Ioss' is 
stated to be the normal guiding factor for fixing the Pool price. However, 
the following factor are also kept in view: 

(a) Possibility that these costs may under.go chang.~s due to p:-ice 
trends and other unforeseen reasons; 

(b) Relative popularity of different types of fertilisers; and 

(c) Need to prov;de incentive for promoting the sale of certain 
varieties as fertilisers. 

Besides, it is stated the Pool prkes take into account the following 
factors: 

(a) (i) The cost of purchase of the material twm var'ous sources. 

(ii) Customs duty and insurance charges. 

(iii) Ocean freight in respect of imported fertilisers and hand
ling charges at the ports. 

(iv) Indirect charges incurred by the Ministry namely. Interest 
on capital and salary of staff employed at the Centre and 
ports for running the Central Fertiliser Pool. 

(v) Departmental charges levied by the pur.chasing organisation. 

(vi) Internal t:'ansport charg.~s. 

(vii) Incidental charges. 

(b) Need to p~omote the use of a particular fertil"ser. 

T (c) Plant nutrient content. 

T (d) The selling prices of similar products marketed outside the Pool. 

(e) Possib:e level of prices of similar producis in the new factocies 
under construction. 

(f) The cost of domestic production of the fertilisf\r concemed. 

3.75. Bec;ide~, the Pool issue p~ices, certain other it.~ms of expenditure 
are incurred by the allottees on handling and distribution before the ferti
liser reach consumers. These are OIl account of (a) administrative costs; 
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.(b) internal transport cost from rail-head destination; (c) loading and un
loading costs; (d) shortage costs etc. For this purpose, distributors' mar
gins vaIY.:ng from Rs. 30 to Rs. 110 rer M.T. are allowed to be add.~ 
,to the Poo; prices, befo'e the fertilisers 'are sold to the consumers. It equa
lises the transport cost to the nearest railhead destinations so that farmers 
in distantly located areas do not have to pay more. 

3.76. For the purpose of fixation of Pool Issue price, the consumers 
.a-e divided into three categories: States and Union Territories are in the 
first category, PI'antations are placed in the second category wh'le the pri
vate (r.egistered) parties are in the third category. Different Pool Issue 
prices are fixed for each of these categories. Government have also 
fixed the Retail Prices of different varieties of fertilisers for plantations and 
cultivators. 

3.77 A study of the cost analysis furnished by the Government in 
respect of pool prices for different varietie" of fertilisers, reveals the 
following pOSition :-

Ammonium Sulphate 
(Coloured-Bagged) 

Urea (46 %) , 

MPO (Bulk) 

·C.A.N. (Bagged) 

D.A.P. (Bulk) 

---_. 
Latest 
C&F 
Price 

22~ 

524'09 

349'39 

429'46 

756'73 

(In Rs. pt"t" M1) 

Pool 0ver-
Price heads 

405 180 

~79 344'YI 

~93 143. 61 

534 10'7 4 

1I51 394'27 

3.78. It is als:) noted that the overhead charges which are added to the 
C&F price of the imported fertiliser consist of the following elements:-

1. Departmental Charges. 

2. Landing (Stevedoring Charges) . 

3. Regulatory Duty @2t per cent. 

4. Count:rvailing Duty @ 15 per cent, 

5. Voyage Interest @4.76 per cent +D.C. for 2 months. 

6. Inward Handling Charges .. 

7. Inland Freight. 
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8. F.CI. Establishment charges. 

9. Storage charges @ Rs. 2.40 per tonne per month for 4 months .. 

10. Interest on capital for 4 months for storage period @4~ 76. 

11. Transport charges from Godown to final destination. 

12. Handling at Godown. 

13. Voyage storage @1 per cent + D.C. 

14. Interest on deferred payment @ 11 per cent for 60 days. 

15. Cost of Bags (where material is imported in bulk but is supplied 
in bags). 

3.79. The representative of the Ministry of Agriculture was, during 
evidence asked to elucidate the reference made in the no:es submitted to 
the Committee about the Central Fert!lise-:- Pool that it was being operated 
on "No-profit-No-loss" basis. She said: "It would not be correct to say 
that this would be so in respect of each fertiliser or in each year." According 
to her, the concept "has been applied to all the fortilisers which have been 
imported, taken together and over a period of time." She. however, 
admitted that upto June, 1966. the Pool had accumulated a surplus of about 
Rs. 44 crores which was wiped away consequent on the devaluation of the' 
doller in June, 1966. 

Cultivators Prices in India 

3.80. The cultivators prices for different varieties of fertilisers during 
the last 3 years have been indicated as follows:-

I. Urn 46 per cent 

2. Ammonium Sulphate : 
(100 kg. Pack) 

(i) White Chrys. 

(:j' (I (1 II 1" I I 

1970 

943 

529 

(From 
16-3-70) 

(In Rupees per M.T.) 

1971 1972 

From From 
4-3-71 17-3-72 

923 959 

529 549 

Current 

959' 

549' 

449' 
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tIn Rupees per M.T_) 

1970 197 1 J972 CU r IfnI"' 

Ammonium Sulphate' 
(50 Kg. Pack) 

(i) White Chrys. 540 540 560 ~(c 

(ii) Coloured/powdery 440 440 460 460 
(From 
16-3-7c) 

4· C.A.N. (26 % N Imported) 575 575 594 594 

5· C.A.N. (25 % N) 545 545 565 565 

6. M.O.P. (100 Kg. Pack) 523 523 543 543 

7. D.A.P. 1217 1217 1246 1246 

8. N.P.K. 

(i) 14 : 14: :14 830 830 859 859 

Cii) 15 : 15 : 15 912 912 [ 942 942 

(iii) 14 : 28 : 14 I137 I137 1170 1170 

(iv) 10 : 26 : 26: 1126 1126 1161 1161 
(From 
3-10-70) 

(v) 12 : 32 : 16 1148 1148 1177 1177 
(From 
3-10-70) 

(vi) 14 : 36 : u 1245 
(From 

1245 1271 1271 

3-10-70) 

9. Ammonium Nitro-Phosphate (20: 20),. 880 880 909 909 

----_.---
3.8l. It io6 stated that business operations of the Pool are constantly 

reviewed and attempts are made to pass on to the farmers the economies 
affected in the import costs of fertilisers in the shape of reduction in the 
prices of fertilisers and other benefis. Ai a result of such review, the 
price of Ammonium Sulphate (coloured and powedery variety) was redUCed 
by Rs. 100/- per tonne during 1969-70. Again the price of Urea was 
reduced by Rs. 20 per tonne with effect from 4-3-1970. 

3.82. It. is further stated that the National Development Council has 
laid down that the agricultural inputs including fertilise--s should not be 
f;ubsidised and that incentive price of the ,produce should be maintained 
." act ?~ 'In ercouraC!ement to the farmers. It has been held by a Pane1 of 
Economists appointed by the Ministry of Agr:culture that at the present· 
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~1evel of produce prices, fertiEser application en scientific basis is luc:-ative 
_ particularly in irrigated areas despite the increase in prices of fertilisers 

due to excise levy. It was found that during the period 1961-62 to 
1968-69, wh.~at prices lOse by 103 pe: cent rice prices by 97 per cent 

. foodgrains pr;ces by 101 p;:r ceot and prices of all ag:icultural commodi-
ties including commercial crops by 76 per _ cent. On the other hand, 

· the price of Ammonium Sulphate rose only by 47 per cent and Urea by 
29 per cent during the same period. The Government have no schemes 

· for subsidised sale of fertilisers, except in areas covered by Small Farmers 
development Agencies. 

3.83. The point regarding the high prices of fertilisers in India was 
· raised during evidence. While admitting it is a fact, the rep:esentative 

of the Ministry of Agriculture spelled out the various measures taken by 
her Ministry to keep the prices in check as follows : 

"As far as the main three fertilisers are concerned, Nitrogenous 
fertilisers, Government (tf India have statutory price control, 
that is, farmers' prices are controlled. . . . As far as the prices of 

non-controlled commodities are concerned, as you are aware, 
we are importing ferti;isers which more or less come to about 
50 pe cent of the total fertiliser distributed in the country. . . . 
We ley to influence the prices of the indigenously produced 
fertilisers also. We have some kind of control over these 
prices also. But, unless the cost of production of the indigenous 
fe·rtLiser can be brought down, there is no other way in which 
we can bring down the price of fertilisers, unless again, we 
resort to direct subsidy for fertiliser. Government's policy 
generally has been not to give direct subsidy on inputs." 

3.84. In a note furnished to the Committee, it is stated that the cost 
of production is comparatively higher in Indian than elsewhere due to factors 
like high cost of machinery both imported and indigenous, raw materials 
and acquisition of latest process know-how from abroad. The cost of the 
imported machinery becomes high because of customs duty and ocean 
hight and other charges. The cost of indigenous machinery is often very 
high compared even to the landed cost of the imported machinery. The 
\anger time taken for setting up fertiliser plants in India due to various 
reasons adds to the investment on the plant and therefore to the burd,~n of 
interest and depreciation charges which get ':'efiected in the price of 
fertilisers. The note says that continuous efforts are being made to bring 
down the fertiliser prices through (a) maximum utilisation of installed 
capacities; (b) establishing production in large-sized units dictated by 
economi~ of scale; and (c) adoption of the latest production technique5 

which in tum would ensure high levels of production efficiency. 
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3.85. During evidence, the representative of the Ministry of Petroleum' 
~ Chemical was asked to state the measures taken by his Ministry to 
bnng down the cost of production of fertilisers in India. He said: 

"We are taking two steps to ensure the economic production of 
fertilisers in India. One is to go in for larger plants so that 
we can achieve economy of scale. The second is the study of 
various fiscal and other measures that can be taken to improve 
the economics of fertiliser production. I do not know what 
the result of this exercise will be; whether the price of fertiliser 
to the farmer will be brought down or whether it wil! be 
pegged and not increased. The r~sult will come out after these 
studies a~e completed." 

3.86. In a subsequent written ~ote furnished to th.~ Committee, Govern
ment have dealt with the problem as follows:-

"In order to bring about economies in the cost of production of fer
tilisers and to meet the increasing requirements in the country, 

in keeping with the trends in the fertiliser technology elsewhere 
in the world, steps are taken to see that fertiliser plants of iar
ger capacity are set up in the country making use of latest 
technology. As against plants of 80,000 tonnes of nitrogen p~r 
annum or less planned and installed earlier, plants which have 

been recently installed or taken up for installation have capa
cities of 150.000 tonnes of N or more. Besides, the imprm'e
ments in technology leading to economies in production are 
also being incorporated in the plants being set up from time to 
time. As against these developments. there have been constant 
escalations in the prices of equipm.~nt and machinery requiced . 
in the initial setting up of fertiliser plants increasing the ini
tial capital investment. The import duty on equipment pro

cured from abroad has gone up and for a variety of reasons, 
the cost of the local equipment is often higher than that im
ported by about 50 per cent or more. Besides, the cost of 
raw rnateria~s, wag.~s. utilities etc. have also been constantly 
going up. In addition, the tax concessions etc. have also caus
ed increases in the cost of production. Thus, the economies 
derived by way of installation of larger capacities and adop
tion of improv.!d technologies in the production of fertiJisers· 
are more than offset by the escalations in the costs as referred -
to earlier. 

Inspite of the various escalations in the costs, the prices of the . 
major fertilisers had been maintained stationery during the last-
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two-three years, except for the increase due to excise ddty. 
While this by itself is a noteworthy feature in the present con~ 
text of increasing costs, the consequent erosion in the profitabi
lity especially in case of new fertiliser plants to l>! set up has 
caused concern to entrepreneurs considering investment in the 
ferlLiser industry. Against the above tackground, the Gov
ernment would continue its policy of maintaining fertiliser 

prices at the minimum possible level taking into account at the 
same time the need to ensure a reasonable return to the pri
vate investor so that adequate flow of the capital into the in
dust:y can be ensured." 

Statutory Price Control on Certain fertilisers 

3.87. To speed up ;nve~tment in the fertiliser industry and achieve 
the producticL1 target for the Fourth Plan, Gov.~rnment decided in Decem
ber, 1965 that the indigenous production units should have freedom of 
action in rega~d to fixation of prices of fertilisers and their distribut!on. 
Accordingly, all ferti'i~er projects licensed on or before 31 st Marh, 1967 
(this was subsequ. ~ntly extended upto 31 st Decembe-, 1967) were given 
the fre,dom to fix pr.ices of their products and to org'cmise their own d;s-

, tribution for a period or' 7 years from the commencement of commercial 
production. subject to the condi'ion that they sell to the Government at 
the latter's option upto 30 per cent of their production at a price to be 
settled between them and the Government. 

3.88. At present, the mC1ximum retail prices of three major nitro!!enous 
. fertilisers, e.g. ammonium sulphate urea and CAN are satutorily controlled 

under the fertiliser (Con'rol) Order 1957 issued under the E!sential Com
modities Act and sale to any farmer by any manufacturer or dealer in 

. excess of that price is an offence under the Essential Commodities Act. 

3.89, A nct1-official organisation has represented to the Committee: 

"We w:sh to mention that contriry to its Mclared policy, Gove~n
mept have chosen it fit to statutorily control ceiling selling rd
ces of three materials. The industry very st-onely ur~es the 
Government to consider its decision and to hc"our its com
mitment. Let the ma-keting forces of "upplv and demand, 

cost of production and profitability of each manufacturer deter:
mine the price, Tn ~nv ('a~e the Governmmt have 'Ii power
ful tool in th·~ Crntral Fertmser PoC'1 throul!h which to regu
late prices if the situation at any time war-ants. But we have 
I'" douht that the need fo- this would not arise M the pro
ducers a-e enlightened rnough to apprec:ate the political and 
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economic constraints in the country under which they hav.e to 
operate." 

3.90. Dudng evideoce, the representative of the Ministry of petroleuna 
and Chemicals was asked to state as to why Government found it necessary 
to impose statutory price control on these fertilisers contrary to the com-
mitment made by them to the industry in 1965. He said: 

"A ce:tain assurance was given against the background then, 
prevailing and among other things it was expected that the 
liberalised policy that was then announced would attract sub
stantial flow of private capital and also help to build up 

fertiliser capacity. The expectation, unfortunately, was not 
realised and the fertiliser availa~ility remained in a shortage 
state. ImpJrts gradually have been becoming difficult and 
even uncertain in the international markets. In such an envolv
ing situation the previous decisions had to be reviewed takin,(! 
into account the vital interests of a very important sector of 
the economy. If the fertiliser priC'~5 were allowed to float they 
would inevitably go up and there will also be a tendency for 
profiteering. " 

3.91. In a slIhsequent note furnished to th~ Committee, it is stated: 

"It could be argued that the operation of these present system of 
control over selling prices of the main nitrogenous fertilisers 
viz., urea, ammonium sulphate and calcium ammonium nitrate, 
has a restrictive effect on the freedom of marketing given to 
the manufacturers according to the decision of December 
1965. It was not possible to withdraw the price control due 
to the following reasons: 

(1) The original expectation was that the incentive of freedom 
of marketing would aUract a larger number of entrepre
neurs and that the substantial additional production would 
increase supplies and bring down prices. The expectation 
unfortunately did not materialise. 

(2) Since the country continued to import a major part of the 
_ fertiliser requirement, and the availability. of foreign e~-. 

change and also of f.~rtilisers against the available foreign 
exchange in the international market were not assured, it 
was not considered appropriate to lift price control. 

'(3) Even the ceiling prkes under the law were at a compara
tively high level in relation to such prices in other 
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countries. Removal of price control would have led t() 
further increase in prices." 

3.92. In reply to the question as to what would be the likely ipcrease in 
the prices of these fertilisers if price control was lifted, it is stated: 

"It is a matter of. guess and the forces of demand and supply. 10 
the present context of shortages, a 25 per cent increase in 
prices upon price de-control cannot be ruled out." 

3.93. It has also been represented to the Committee by the industry that 
while fixing the maximum retail prices of these fertilisers, "Government 
need to give mo~e consideration to the actual cost (1f manufacture of these 
fertilisers in the country to ensure adequate profitability." On the point 
being raised during evidence, the representative of the Ministry of Agri
culture stated that while fixing the statutory price "we take the ('ost of pro
duction of those units and the cost of irnnorts of the similar material and 
arrive at, what we feel is. a reasonable price. takin!! into account also what 
the cultivator cap bear. This is broadly the maximum by which we fix the 
price and this price is also fixed in consultation with Ministry of Petroleum 
and Chemicals so that they would also have their say as far as indigenous. 
cost is concerned." In this CG'nnection the representative of the Ministry 
of Petroleum and Chemicals, however, said:-

"r would concede the need for an economic appraisal of fertiliser 
production costs and fertiliser prices, because the claims are 

conflicting. The agriculturists want the price to be cut down to 
the average imported levels. The· producers of fertilisers say 
that their raw material costs have risen steeply and they have 
to pay various kinds of duties. Their labour costs have gone 
up and their economic size is small and therefore, their cost 
of production has risen very steeply and they must be given 
higher price. So these are the conflicting claims and a study 
by Economists and experts would certainly give us the guide
lines for future price fixation." 

Prices Of Sulphur and Rock Phosphate 

3.94. It has been represented to the Committee that the margin of the
Minerals and Metals Trading Corporation on imported rock phosphate and 
sulphur is very high, being 23 and 46 per cent respectively. Government 
was asked to explain the reasons therefor. They have in a note furnished 
to the Committee stated that the sale prices of the raw materials are fixed 
by tbc Minerals and M:!tals Trading Corporation every quarter under the-
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guidance and general control of the Government of India. The main ob
jecti¥es in fixing the prices are stated to be as follows:-

(a) To supply raw materials to the export oriented industries at the 
lowest international prices in order to enable the exporting 
units to compete successfully in the export market. 

. (b) To supply raw mate:ials to all other actual users both in the 
smalI and large scale sectors at uniform and p<!asonable prices 

and in adequate quantities, with a view not only to maintain 
steady production and industrial growth but also to bring down 

the prices of industrial raw materials in the open market to a 
level so as to serve as a dis-incentive for diversion <'f surplus 
raw materials for unauthorised use. 

(c) In the case of items of speculative nature where there is no re
lation between the MMTC's ~elling prices and the prices of 
end products, the sale prices of MMTC are designed to mop up 
the high profits which otherwise would accrue to the manu
facturers without the benefit being passed on to the final con
sumers. 

With the fulfilment of thc above three-fold objectives, it is stated, the in
terests of the industry and the exporting units are served in the best possi
ble way, apart from the social gain of stabilising prices in the open market. 

3.95. In !:egard to Sulphur and Rock phosphate,. the position is exploain
ed as follows: 

"Sulphur.: The selling prices of sulphur with effect from 1st October. 
1971 has been fixed at Rs. 300 per MIT for high seas deliver
ies by the Pricing Committee of the Ministry of Foreign Trade, 
headed by the Chief Controller of Imports and Exports. This 
price has been fixed in accordance with the provisions in the 
Import Trade Control Policy which runs as under:-

"Selling prices for distribution of goods to actual users will be 
determined by the public sector agency concerned subject 
to the guidance and general control of the Ministry of 
Foreign Trade:' 

Selling price of sulphur has been fixed at this level on the following 

consideration:--

(i) retail price of sulphur which has gone upto Rs. 660 to Rs. 700 
per MIT in 1967, was progressively reduced to Rs. 255 per 
MIT. However, the manufacturers of Sulphuric Acid, Basic 

251 L.S.-8 
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Chemicals and Synthetics did not reflect the effect of such re
duction in sulphur prices in the prices of their end products 
to the consumers. It was apparent that although MMTC is 
making raw materials available to the manufacturers at low 
prices, the bulk of the extra profit so generated was being ab
sorbed by them. It was, therefore, felt that a part of the extra 
profit b<!ing generated on account of lower prices of sulphur, 
should be mopped up and taken advantage of for the Exchequer 
rather than to let the manufacturers make excessive profits. 
The sale price was accordingly fixed at a level where the con
sumers will not be unduly effected and a part of extra profit 
is mopped up by the Corporation. 

The present sulphur price had come to a level which was generally 
considered and believed as uneconomical. There have been 
repeated efforts on the part of producers to form a cartel and 
fix floor prices for sulphur. On account of even supply posi
tion in sulphur, these efforts have not so far been successful. 
There is already upward trend visible now (January, 1973) 
after the prices had reached rock bottom. The freight market 
is also going up. In order to have some stability in the selling 
price of sulphur, it was considered desirable to have a cushion 
in the selling price for such eventuality. 

Th.~ selling price of sulphur on ex-jetty basis had been fixed on the 
basis of full ship-load price -after adding handling charges and 
other related expenses. 

1 he Corporation i3 maintaining buffer stock, of SUlphur at Bombay, 
Madras and Vizag. The selling prICe for s.11cs from such 
buffer stocks has been fixed at a hwel which is only marginally 
higher than the selling price for ex-jetty sales although the cost 

of maintaining buffer stocks is much higher. This was done 
to ensure that the small buyers for whose requirements buffer 
stocks are maintained are not adversely effected. 

There are uniform selling prices for supplies from all ports in 
India although the handling char~s differ fr"'''' port to port anti 
are very much higher in case of Calcutta. T1Jis has been done 
by pooling the handling charges with a view to ensure that all 
the actual users in India get their supplies at the same price. 

In order to encourage export efforts and to maximise exports at in
ternationally competitive prices, sulphur is supplied to export
ing units at a very nominal mar¢n over the cost. The speclal 
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prices fixed for sulpuhur for supplies to exporting units are as 
under: 

(i) Sales on full shipload basis 

(ii) Sales on ex-jetty basis 

Nonnal selling 
Price 

Rs. 300 per MIT 

Rs. 340 per MIT 

Selling price for 
export units 

Rs. 2II per Mrr 
Rs. 250 per MIT 

Rock Phosphate: In the case of rock phosphate, supplies are made 
by Corpo~ation On high seas basis as well as on ex-jetty basis. 
Sales on high seas basis are made to those consumers whose re
quirements at a time are less than a shipload. 

In regard to selling prices, MMTC is following the procedure of fix
ing pooled prices on a periodical basis (usually a quarter) so 
that the prices to different consumers over a period are the 
same and there is no discrimination between one consumer and 
the other. This will arise if no pooling of prices is done be
cause freight rates vary from vessel to vessel. Thus, for fixing 
the selling prices the C&F price is arrived at on the basis of 
FOB purchase value as per contracts concluded and the freight 
likely to rule during the next period on the basis of indications 
available from TRANSCHART or actual freight booked. To 
the C&F price so arrived at, the following elements are 
added:-

(i) Insurance 2.35 per cent of C&F value to cover all risk in
cluding shortage and contamination (for 'bulk cargo such a 
cover is not usually available); 

(ii) Bank charges including letter of credit charges, negotiatioR 
charges, cable charges and other miscellaneous charges 
wherever applicable; 

(iii) Voyage interest at the ruling rate of interest for period 
ranging from 15 days to 2 months depending upon the 
sources of supply, wherever applicable; 

(iv) Superintendence and inspection charges at the port of 
loading; and 

.(v) Service charges at 4 per cent. 

rn tbe case of ex-jetty deliveries in addition to the above elements 
following further elements are added to the price:-

(i) Average discharging expenses including port charges, ste
vedoring char.'ges, handling oharges, wei~ment charges. 
loading charges, etc. Taking into account these charges 
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at different ports average works out to about Rs. 32 Per 
MIT; 

(li) Customs duty as may be applicable from time to time 
(presently it is 17 t per cent on landed cost; and 

(iii) A slightly higher service charge to accommodate sales in 
small lots." 

Pricing of Superphosphate 

3.96. Upto May, 1966, the Department of Agriculture had been, after 
infonnal consultations with the industry, fixing maximum ex-factory prices 
to be charged by the superphosphate factorie5 for single superphosphate. 
The formula for fixing price took into account the weighted average prices. 
of the principal raw materials, namely, rock-phospate and sulphur requir
ed for the manufacture of superphosphate. As the prices of sulphur were 
then fluctuating widely and the industry faced difficulties in securing ade~ 
quate supplies of sulphur at steady prices, the Department of Agriculture, 
with a view to encouraging increased production of fertilisers in the coun
try, discontinued fixing of maximum ex-factory prices of single superphos
phate. Instead, the Fertiliser Association of India in consultation with 
whom ex-factory price of superpho·sphate was being infonnally fixed till 
May, 1966, would review the prices to be charged by each unit adopting 
the same principles as were being followed by the Department of Agri
culture. This practice is being continued till todate. The fixation of 
prices by Fertiliser Association of India, is, however, being checked up 
from time to time by the Department of Agriculture. 

Pricing of Potassic Fertilisers 
3.97. The import of potassic fertilisers is entirely dependent on price 

levels obtaining in the international markets. This price is also arrived at 
on the pooling pattern by dividing the total of import costs plus handling 
and administrative charges and profit margin aU,,·wed to Mis. Indian Potash 
Ltd., in respect of their promotional programme, etc. 

Watch on Fertilisers Prices 
3.98. Government were asked as to whether they were keeping a watch 

on the prices of non-controlled varieties of fertilisers ruling in various re
gions and, if so, how was the watch kept. They have stated that no se
parate organisation has been set up to keep a watch on the prices of fertili
sers at the field level. Reliance is placed on the State GovemtnenTs to
report whether there is any black marketing in respect of controlled ferttli· 
seJ;s. Pool fertilisers both of controlled and non-controlled variety, are 
channelised only through cooperatives, who again are expected to obse~ 
the price discipline. 

3.99. In respect of non-controlled fertilisers of domestic origin, it is stat
ed that watch is kept on superphosphates. A formula for fixing ex-factcr.y 
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price of s~perphosphate at various sites by the Fertilisers Association of 
India has been is vogue providing for changes with ups and downs in the 
'prices of raw materials. This informal control by FertJJiser Association 
of India every quarter is watched by the Ministry of Agriculture closely. 
It has been found by them on a recent examination that the prices of super
phosphate have been reduced whenever the price of raw materials have 
done down. 

3.100. In respect oJ Potash, it is stated, the retail price is prescribed by 
the Ministry of Agriculture which imports all potash and, according to 
Government, no report has been heard of sale at unauthorised price. There 
is also no shortage of potash, the Government say. 

3.101. In regard to the prices of other iertilisers produced indegenously, 
it was stated: "It is expected that domestic producers would follow the 
lead set by the Pool in respect of the issue price, the distributors' margin 
and the final consumers price." Government was asked to state whether 
the expectation of the Government h'Jd heen realised in actual practice. In 
reply, it is stated: 

"The predominant role played by the Pool in the supply of !lon
controlled fertilisers, particularly NPK and DAP, has made the 
manufacturers charge reasonable prices more or less on Pool 
lines. It is observed that the price of complex fertilisers 
manufactured by Coromandols are within 5 per cent of the 
price of IFFCO's. NPK complex is imported for them. 
Regarding potash, Pool is the only source. However, no 
special machinery other than the State Agriculture Depart
ments is available to check up the prices in the above manner." 

3.102. The prices of three of the nitrogenous fertilisers are directly 
i:OntroUed by Government. The issue prices fixed for fertilisers imported 
by the Central Fertiliser Pool, whicb constitute &bont 50 per cent of tbe 
total consumption of fertilisers in the country, influence prices of other types 
of domesticaUy produced fertilisers. Thus Government is directly or in. 
directly controlling tbe prices of fertilisers in this country. Yet, the culti
vators prices of fertilisers in tbis conntry are about the bighest in the world. 
Even these prices are not considered by the fertiliser industry to be reason
able and attractive enough for new investment. Government attribute tbe 
higber prices of fertilisers in India to bigber cost of production in our coun
try due to various reasons. Remedial measures taken by tbem are setting 
lip of larger sized plants witb latest technology to acbieve economies of 
scale and a study of the various fiscal and other measures that can be faken 
to improve the economics of fertilisers plots. But even then die eoono
mies secured are stated to bave been off set by a constant risc in tbe pr~ 

,-
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of inputs and wages etc. In this context, the CoDllIlittee welcome trun. 
suraDCe given to them by Government that they would continue their policy 
of maiDtaining the fertiliser prices at the minimum possible level taking 
into account at the same time the need to ensure a reasonable return on the-
capital invested so that it makes for adequate flow of capital into the in
dustry. 

3.103. It is the responsibility of the State Government to check black
marketing in the three nitrogenous fertilisers the prices of which have been 
fixed under the Fertiliser (Control) Order issued under the Essential Com
modities Act. The Committee hope that State Governments are alive to 
die problem and have an effective machinery to check the menace and 
punish the guilty. In this context, the Committee would suggest that the 
Government should consider the question of printing prominently the Culti
vators prices on the bags containing the fertilisers. 

3.104. At present, the Central Government have no separate organis
ation or procedure to keep watch on the prices at which fertilisers are ac
tually available to the farmers at the field level. Reliance is placed 00 

the State Governments to report the existence of blackmarketing in respect 
of fertilisers the prices of which are controlled. Besides, according to 
Government, the cooperatives thrOugh which the pool fertilisers are chan
nalised are expected to observe the price discipline. The Committee feel 
that there is need for the collection of price data at regular intervals either 
independently or through the machinery of the State Government so that 
the Government are aware as to whether the controlled prices are actually 
being charged from the farmers, and also of the trend in the prices of non
controlled varieties of fertilisers. The Committee, therefore, recommend 
that Government should devise suitable machinery and/or procedure for the 
purpose of collection of price data for taking such remedial action as may 
be necessary. 

3.105. It is admitted that the margin between the import price and the 
issue price oif sulphur and rock phosphate imported by MMTC is sizeable 
and it is at present being absorbed by the MMTC. It is stated that the 
issue price of items of "speculative nature" are designed to mop up the 
high profits ''for the ex-::hequer" which othenvise would accrue to the mann
facturers if the material was made available to them at cheaper rate with-
out the corresponding benefit being passed on to the consumer. The Com
mittee object to this consideration being applied in the determination of 
the price of imported commodities by a commercial undertaking the trans
actions of which are of a monopoly cbaracter. The Committee .consider 
that if the idea is that the extra benefit should be mopped up fOr the pubJk 
exchequer, the more appropriate course should be to levy a higher import 
duty oa the commodity tban to allow a commercial undertaking to charge 
a iaiper price quite unrelated to cost of imports. 



Fertiliser (Control) Order 

CHAPTER IV 

MISCELLANEOUS 

A. Quality Control 

4.1. Extensive use of fertilisers is a recent phenomenon in India. The 
!faith of farmer in the utility and importance of fertilisers can only be 
established if good quality fertilisers are supplied to them. They would 
be able to judge profitability of fertilisers only by getting higher yields. 
In order to prove a legal basis for punishments for blackrnarketing and 
adulteration in fertilisers, this commodity has been declared as an "Essen
tial Commodity" under the Essential Commodities Act, 1955. The Fer
tiliser (Conteol) Order, 1957 issued under the Essential Commidities Act, 
1955, provides for standards and enforcement thereof so that both the qua
lity and plant nutrient contents of fertiliser distributed to farmers are of the 
highest order. Detailed specification as to moisture content, plant nutri
ent content, size etc. of different types and grades of fertilisers are pres
cribed and provision is made regarding packing and marking the manner 
in which substandard fertilisers may be sold. The order makes it obliga
tory that name of fertilisers, percentage of N, P and K, gross and net 
weight of contents etc. should be manifested on fertiliser bags. The bags 
containing sub-standard fertiliser are also required to be superscribed with 
the words "non-standard" and a sign "X" in red ink so as to serv.;! as 
a caution to the farmers about the quality of fertiliser contained in the 
bags. The sale of any fertiliser which does not conform to specifications 
prescribed in the said Order is a penal offence unless special permission 
is obtained from the State Registering Authority for the sale of non-stan
dard fertiliser at a price fi.-...:ed on the basis of its nutrient content by the 
State Registering Authority. ,- ,.. 

4.2. Penalties for breach of the provisions of the Fertiliser (Control) 
Order, 1957 are prescribed under the Essential Commodities Act, 1955. 
The penalties prescribed are deterrent and may extend to imprisonment 
for 5 years or fine or both. In order to avoid delay in criminal prosecu
tions instituted for violation of the provisions of the Fertiliser (Control) 
Order 1957, She proposal to declare the Otder as a Special Order for the 
purpoSes of summary trials is now under consideration by Agriculture 
\'{inistry in consultation with the Ministry of Law. In a summary trial, 
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maXimum :ieJ1tence of imprisonment would not u.ceed QDe yeat. 1'heIe is 
.no appeal against conviction in a. summary trial where a senteru:e of im,. 
'priSODmeDt not exceeding one month or a fine oot exceeding Rs. 1006 or 
iboth is.aw.arded. 

.Machinery to check black marketing erc. 

4."3. Adequate powers have been vested ia the State Glll'Vemments 
under the Fertiliser (Control) Order, 1957 to clleck blad·marketiag and 
adulteration fertilisers. In order to maintain check on the quality of 
fertiliser supplies to farmers, the State Governments a:ppcint inspectors to 
take frequent representative samples of fertil'iSel"s sold in his area for 
<letermination of their nutrient content through State Control Laboratories. 
The inspectors are empowered under the Order to take samples of ferti
lisers, on a reasonable suspicion enter upon and search the premises where 
d'ertilisers are manufactured, stocked or exhibited for sale and seize or de
tain fertilisers which he has been reason to believe to be sub--standard etc. 
The order also contains procedure for drawal and analysis of fertiliser 
samples to ensure that uniform methods of drawing and analysis of ferti
liser samples are adopted by all the State Government etc. The proeedure 
contains methods for determination of plant nutrient, re-agents to be used, 
apparatus required and method of calculation. 

4.4. Generally, the State Governments follow the standardised proce
dures for drawal and analysis of fertilisers specified in the Fertiliser (Con
trol) Order. Methods of quick tests of fertilisers which will stand the 
requirements of legal proof regarding adulteration are, however, still not 
available. Therefore, an urgent need is felt to develop a quicker and more 
foolproof analytical procedure. It is considered necessary to develop 
methods for spot detection of adulteration of fertilisers so as to facilitate 
prosecution of unscruplous dealers who indulge in adulteration of ferti
lisers. It is stated that the State Governments have been requested to 
suggest methods for spot detection of fertilisers. Since Agricultural Uni· 
versities also could play an important role to develop method of analysis 
of fertilisers which are comparatively simple and quick, the Indian Coun
cil of Agricultural Research has also been requested by Government to 
undertake research on this aspect. 

Complaints of Black Marketing 

4.5. It has been stated that State Governments have reported that the 
complaints regarding quality of fertilisers and adulteration mainly relate to 
retail stage of distribution of fertilisers rather than at the wholesale stage. 
The deterioration in quality is also mainly attributed by the State Govern
ments to long storage under adverse conditions, particularly in respect ot 
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fertilisers which are hygroscopic and contain free acids. Normally a 
period of three to six months in advance of the season is considered rea
sonable period of storage from the point of view of the qUality depending 
upon the type of fertiliser held in stocks. The fertilisers are required to 
be stocked in dry and leakproof godowns on proper dunnage for protec
tion against dampness. The Indian Standards Institution has finalised the 
code and framed standards.f@f storage of packed fertilisers. The State 
Governments have, it is state(j~en requested to adopt Indian Standards 
Institution specifications while· constructing godowns for storage of 
fertilisers. 

Quality Control Laboratories 

4.6. It is further stated that the fertiliser factories mainly U.l lu,: pub
lic sector have quality control cells for maintaining quality control on ferti
lisers produced by them. In order that all the factories maintain quality 
control on fertilisers, it is considered necessary that the maintenance of 
quality control laboratory Icell may be made a pre-condition for licensing 
fertiliser factories. The Ministry of Petroleum and Chemicals have been 
requested to consider the proposal. Meanwhile, Government propose to 
establish shortly an Apex Central Contra] Laboratory to act as a referee 
laboratory and to impart training to the State Government officers 3!ld staff 
on quality control measures. 

4.7. Government maintain that owing to progressive increase in the 
use of agricultural in.,puts, increased responsibility devolves on State Go
vernments to ensure that in-puts such as seeds, fertilisers, pesticides, etc. 
of required standards are made available. The State Government have 
accordingly been requested to create an In-puts Cell under an officer of 
the rank of Joint Director of Agriculture for ensuring quality of all in-puts 
in addition to the organisation of smooth and equitable distribution of 
inputs. Publicity media would also be used to educate the farmers with 
regard to facilities available for testing the fertiliser and distinguishing the 
standard materials from the spurious ones. 

4.8. During evidence before the Committee, the representative of the 
Ministry of Agriculture informed: 

"Except a few States like Assam, Meghalaya, Tripura, Andaman 
and Nicobar Is]ands, Delhi and Chandigarh, all the other 
States have at least one fertiliser quality control laboratory. 
We have issued instructions t.J all the State Governments to 
see that they take adequate number of samples, at least one 
sample from every 250 tonnes of fertiliser distributed within 
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the State. They draw the samples ...... The Central Gov-
ernment is watching whether the number of samples taken are 
adequate and also whether prompt action is taken against the 
defaulters and whethet the report is received from the Go
vernment. When we feel that adequate number of samples 
are not taken and no action is being taken, we ask them to 
be vigilant ........ I may add that the Fertiliser Association 
of India has been extremely cooperative. They said, if you 
cannot establish it in the court of law about the default, you 
tell us We will cancel his registration." 

She also stated that State Governments who did not have such a labora
tory, particularly the Assam Government, had been requested to set up a 
laboratory and they had agreed and were in the process of setting it up. 
Regarding the malpractice of under-weighment, she said: "This happens 
because of a variety of reasons. From the pool imported fertilisers We 
send fertilisers to the State Governments in standardised bags on which 
weight is written. There are 14 hook points in the bag which are made 
of poly-propylene. The fertilisers run out of those holes. There is shor
tage of gunny bags. We do not know whether under-weighment is always 
done. But we are aware of it." 

4.9. The Committee would like Government to evolve in consultation 
with the industry and the Indian Standards Institution the detailed speci
fications for quality control and ensure that the plants set up are properly 
equipped with quality control laboratories and cells to enforce these 
measures. 

4.10. The Committee have in the Section on prices already dealt with 
the problem of black-marketing in controlled varieties of fertilisers. Adul
teration of fertilisers and sbort weighment are equally serious offences. The 
Committee would like Government to utilise its powers under the Essential 
Commodities Act to see tbat all those who indulge in eitber dilution of 
quality or adulteration of fertilisers or in sbort weighment are proceeded 
against promptly so as to act as a deterrent to others. 

B. Fertiliser Promotion 

Demonstration Programme 

4.11. Government have admitted that one of the major factors 
accounting for the low level of consumption in this country is lack of ex
tensive promotional programme. Spelling out the measures taken in this 
regard it is stated that national demonstrations are being conducted in a 
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large number of districts and fanners training programme is being inten
sified to educate farmers in all areas to increase fertiliser use. The Go
vernment of India have also set up a Fertiliser Promotion Cell in the Min
istry of Agriculture to mount a massive and effective to-point programme 
for stepping up balanced USe of fdilisers in 70 selected districts during 
the remaining two years of the Fou,rth Plan period. 

4.12. The following 25 districts have been selected for rabi 1972-73 
for the implementation of fertiliser promotion programme. These districts 
have been selected on the basis of imbalanced use of P&K in proportion 
to the use of N and also with high potential for fertiliser use: 

I. Andhra Pradesh. I. Nalgonda 
2. Kurnool 

2. Assam 3· Darrang 

3· Bihar 4· Saharsa1 
5· Purnea 

4· Gujarat 6. Mehsana 

5· Haryana 7· Gurgaon 

6. Himachal Pradesh 8. Kangra 

7· Jammu and Kashmir 9· Jammu 

8 Kerala 10. Trivandrum 

9· Madhya Pradesh. II. Morena 
12. Chhatarpur 

10. Maharashtra 13· Jalgaon 
14· Parbani) 

II. Meghalaya IS· Garro Hills 

12. Mysore 16. Bellary 
17. Raichur 

13· Orissa 18. Balasur 

14, Punjab 19· Sangrl1.;: 
20. Farid..1c:c: 

IS· Rajasthan. 21. Srigangana~ 

16. TamilNadu 22. North Arcot : 
23· SouthArcot 

17· Uttar Pradesh 24· Hardoi 
25· Varanasi 

4.13. During 1973-74 the following additional 45 districts have been 
selected for the implementation of the fertiliser promotion programme. 
These di,!ltricts have been selected on the basis of high potential for ferti
liser use in these districts: 

I. Andhra Pradesh . 

2. Assam 

I. Karimnagar 
2. Guntur 

3. Goalp 
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3· bdlar) · 4· Chhapra 
S· Siwan 
6. Champaran 

4- Gu;arat 7· Kaira 
8. Junagarh 

S· Haryauana 9. Mahendragarhl 
10. HiJind 

6. Himachal Pradesh, • II. Solan 

7· Jammu and Kashmir • 12. Anantnag 

8 I<erala 13· Trichur 
14· Calicut 

9· Tamil Nadu 15· Madurai 
16. Tiruchairapalli 

10. Mysore 17· 

~= 18. 

II. Maharashtra 19· Yeotmal 
20. Buldhana 
21. Sholapur 

12. Mahdya Pradesh. 22. Balaghat 
23· Tikamgarh 

13· Manipurl • 24· Manipurl 

14· Meghalaya 25· Khasi Hills 

IS· Orissa 26. Koraput 
27· Kalahandi 

16. Punjab 28. Bhatindal 
29· Patiala 

17· Rajasthan. 30. Jaipur 
31. Alwar 

18. Uttar Pradeshl 32. Etah 
33· Agra 
34· Jhansi 
35· Unnao 
36. Hamtrpur1 

19· West Bengal 37· MaIda' 
38. Coochbehar 

20. Tripura 39· Tripura 

21. Delhi • 40. Delhi 

22. pondicherry • 41. Pondicherry 

23· Nagaland • • 42· Kohima 

N.B. Sele i" .,f I hIee ll'Iore districts has yet to be finalised.~ 
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4.14. It is stated that the fertiliser promotion programme will be im-

plementedthrougb the State Governments and will undertake the follow
ing promotional activities: 

1. Massive demonstration programme in selected districts on a 
package approach in collaboration with the other demonstra
tion programmes in respect of specific commodities like cot. 
ton, oilseeds, jute etc. 

2. Training of VL Ws, Coop Salesmen, Extension Officers and 
other officers in proper fertiliser use and management, so that 
they can assist the farmers on the efficient use of fertilisers. 

3. Trl!ining of farmers including farmer women in proper use and 
management of fertilisers in selected potential districts. 

4. Dissemination of information material on the use of fertilisers 
through personal contect, group discussion and mass media 
such as film, radio and television. 

5. Organisation of fertiliser festivals in the potential districts. 

6. Strengthening of the exis.ting soil testing laboratories in the disu 
tricts, setting up of new ones and provision of mobile soil 
testing Laboratories and also strengthening the quality control 
measures at the Centre and in the States. 

7. Increased cooperative credit facilities to farmers for fertiliser 
use. 

8. Credit to be given in kind as fertilisers, as far as possible. 

9. More selling points to be opened in each block. 

10. Linking of Commercial Bank Credit Programme with fertiliser 
use on an area basis. 

4.15. In reply to the question as to what expenditure has been in
curred on this programme during the Fourth Plan period, it is stated that 
so far no expenditure has been incurred but during 1972-73 it is envisag
ed to spend Rs. 20 lakhs and in J973-74 it is envisaged to spend Rs. 150 
laths. The total expenditure for the remaining period of Fourth Five 
Year Plan will be about Rs. 1.70 crores. 

Soil Testing Arrangement 

4.16. The Govenpnent of India has sanctioned Fertiliser Promotion 
Scheme during the remaining two years of the Fourth Five Year Plan at 
the cost of Rs. 2.19 crores. Soil Testing has been given priority in this 
programme. Under this programme, it is proposed to strengthen 70 
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standard soil testing laboratories with mobility and equipments so that 
they can raise their capacity from 10,000 to 30,000 each during the re
maining Fourth Plan period. This will give an additional capacity of 1.5 
million samples by the end of the Fourth Plan Period. It is stated that 
the Ministry of Agriculture has a scheme to p.rovide 34 mobile soil test
ing laboratories to be attached to the State laboratories in the country. 
Already 31 mobile soil testing vans have been supplied; remaining 3 will 
be supplied soon. 

4.17. During evidence before the Committee, the Commissioner fo.. 
Fertiliser Promotion in the Ministry of Agriculture admitted that the State 
Laboratories "do not have a full set of equipments" and "There is no 
mobility". He said that the Centre was trying to "strengthen them" p~' 
"give them a jeep and trawler." 

4.18. The Committee feel that the most important task is to spread 
correct and proper knowledge of application of fertilisers in the field to 
the ordinary peasant. Apart from making available facilities for soil 
testing which are a pre-requisite condition for determining the type and 
quantity of fertiliser to be applied, the Committee consider that the fertiliser 
plants and marketing agencies should evolve balanced fertilisers or nutri· 
ents which would be largely suited to the crops glOWq in that area and 
the type of soil in the area. The Committee would also suggest that 
directions for correct application Oil the fertiliser !tJould be either embossed 
prominently on the package or enclosed therewith preferably in the regional 
languages so that the peasant is able to apply the fertiliser in the correct 
manner necessary to get the best results. The Committee would like close 
liaison to be maintained between the marketing organisation of the fertiliser 
industry and the various extension agencies functiOning under government! 
local authority so that the peasant is rendered an integrated pacb.... of 
service. 

C. Superphosphate Industry 

Problems of the Superphosphate Industry 

4.19. It has been represented to the Committee on behalf of the Super
phosphate industry as follows:-

"Superphosphate capacity at 0.2 million tonnes of P t Os accOlmt'~ 
for 40 per ent of the installed capacity of phosphatic fertilisers 
as at 1st April, 1972. Superphosphate was the pioneer In 
developing the use of fertilisers in the country. It has played a 
vital role in meeting the P. 05 requirements in the country. 

More so, because it 8.Iso supplies the secondary nutrient sulpbur 
to the soil. Benefits of having indif!enous capacity are many as 
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was shown up during the recent crisis when every tonne of 
material from any source was welcome and increased indigenous 
production of superphosphate helped in bridging the gap. 

For indigenous capacity to flourish, however, a continuity of govern
mental policy is necessary. During the last 4 or 5 years, super
phosphate industry has had a rough time. Because of certain 
inherent characteristics and its higher cost per tonne of nutrient, 

superphosphate cannot compete with imported diamonium phos
phate or indigenous complex fertiliser. There, has, therefore, 
been a considerable decline in the domestic production of super
phosphate and capacity utilisation dropped to 49 per cent in 
1968-69. In order to optimise domestic production, and to get 
the maximum benefit from existing investment in plants, equip-

ment, man power and the distribution channels developed by the 
superphosphate industry. Government decided in 1970 to have 
a closer look at the industry. It came to the conclusion that 

superphosphate industry could best be rehabilitated by en
couraging it to produce balanced granulated fertilisers. The 

Fertiliser Association of India, who were asked to prepare a 
techno-economic study, concurred with the Government's con

clusions and recommended that to make the units viable, im
ported ingredients like DAP, Urea and Muriate of Potash, im
ported by the Pool would have to be supplied to the super-
phosphate manufacturers putting up granulation units at a no 

profit no loss basis. The decision of the Government is still 
awaited which needs to be expedited." 

4.20. The problems of the superphosphate industry were posed before 
the representative of the Government during evidence. The representative 
of the Ministry of Petroleum and Chemicals stated:-

"Superphosphate contains only 16 per cent water soluble P 2 0 5 The 
industry was the main source of supply of P 2 0 5 till about 
1965. With the introduction of complex fertilisers and greater 
acceptability of fertilisers containing nitrogen, it was found that 
superphosphate was not readily acceptable to the cultivators. 
Part of the difficulty also arose besause of inefficient manage

ment of some of the units. Even so, to extend assistance to the 
-Superphosphate industry, an inter-departmental consultation was 
held early this year and the Ministry of Agricu]ture has stressed 
on the State Governments the need for making maximum use 
of local superphosphate production. Then it has been made 
clear to the States that full supplies of fertilisers would be made 
only to meet the balance requirements of their phosphate and 
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they should also make use of superphosphate. Now with all 
the steps that have been taken, the utilisation of capacity went 
up from 40 per cent in 1970-71 to 58 per cent in 1971-72 and 
in the first six months of 1972-73 it has been 65 to 66 per cent. 
In addition some entrepreneurs and also the National Coopera-
tive Development Corporation have set up granulation units 
for mixed fertilisers. In this form it is hoped that superphos
phate will become more acceptable." 

4.21. The Committee recommend that Government should pay greater 
attention to the problems of the super-phosphate industry which has now 
become nneconomic in competition with complex fertilisers and see that 
the industrial capacity is put to productive use, if necessary, by diversifi
cation of production. 



GlAPTER V 
CONCLUSION 

5.1. Government have not paid as much attention to the use of ferti
lisers for agricultural production as it deserves in the context of the persis
ting food problem in the country. The annual consumption achieved dur
ing the first three years of the Fourth Plan was consistently less than the 
plan targets. For the last two years of the plan, Government have them
selves revised the consumption targets. Government should make every 
effort to achieve atleast the revised targets of consumption during 1973-74 
in order to create conditions for a faster rate of growth in the field of agri
culture. 

5.2. The net addition of installed capacity for the production of ferti
lisers in the country during the Fourth Plan period is likely to be only 
13.99 Jakh tonnes as against the original Plan target of 27.55 lakh tonnes. 
The annual production of fertilisers is likely to increase during the Plan 
period by 9.45 lakh tonnes only as against the original Plan target of an 
increase by 26.45 lakh tonnes. Thus, with reference to the original plan 
targets, the achievements in the case of installed capacity and production 
are likely to be only 51 per cent and 36 per cent respectively. Sizeable 
shortfalls have similarly been noticed in the achievement of financial targets 
covering expenditure on public sector projects. It is hoped that the poor 
achievements in the past would provide a spur to the authorities concerned 
to urgently rationalise the procedures for clearance of projects, streamline 
the implementation machinery and achieve maximum production in shortest 
time so that pressure on foreign exchange needed for import of fertilisers 
may be relieved and the country attains a degree of self-sufficiency in this 
field. 

5.3. The targets of capacity and production projected for inclusion in 
the Fifth Plan are too ambitious as they envisage a five fold increase in the 
achievements made in the Fourth Plan period. Such a massive 
programme is impossible of attainment except on the basis of a 
"Crash Programme". Apart from the massive resources to the 
extent of Rs. 1500 crores including the foreign exchange compo
nent of Rs. 650 crores which will have to be committed to 
implement the programme, the norms and procedure for clearance of pro
jects and the principles on which import of technical know-how and equip
ment is allowed, wiR have to be reoriented and the implementation machi
nery properly organised and geared up to work on a "Crash" basis to' 
achieve the task assigned. All this needs a very careful planning and sincere 
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implementation on the part of the Ministry of Petroleum. and Chemicals so 
that the country attains, as the programme envisages, self -sufficiency in the 
field of at least nitrogenius fertilisers. To begin with, the Government 
should expedite their decision as to ~ location of the fertiliser plants 
which would be set up oode:- the "Crash Programme" during the Fifth Plan 
period 

5.4. Government are in the process of formulating a massive crash pro
:gr3mme for the production of fertilisers in the COUfltry during the Fifth Plan 
-period. In the larger national interest of achieviJ1g self reliance at the 
'earliest, Government would like both the public and private sectors to play 
their part in setting up additional production capacity. Government admit 
that tlle fertiliser industry is a capital intensive industry with a long gesta
tion period and consequently it has low profitability. Besides, the flow of 
fresh private investment in the fertiliser industry has slowed down due to 
various reasons, the chief among which is the disinclination on the part of 
-the Government to consider proposals based on imported intermediates like 
ammonia, phosphoric acid etc. and the new policy of the Government 
regarding feedstock for the fertiliser industry which would make the cost of 
production substantially higher. Government should study in depth pro
blems and difficulties which are impeding progress and take concerted 
measures to resolve them. In this context, Government may also consider 
setting up an expert body consisting of representatives of fertiliser industry 
both in public and private sectors and the Ministries of Petroleum and 
Chemicals and Agriculture and all other concerned to examine various 
matters that inhibit growth and recommend appropriate solutions theref.Jr. 

5.5. Government have decided that in future the fertiliser plants wouM 
be based on fuel oil. To set off the higher cost of production of fertilisers 
involved in the process, the excise duty and certain other charges btlilt into 
the price of fuel oil, when used as feedstock for the manufacture of ferti
lisers, have recently been waived. Government should expeditiously decide 
and announce other measures to bring the economy of fuel oil based plants 
at pa!" with those based on Naphtha so that a complete picture is available 
to the general public for taking investment decision. 

5.6. Whereas the world trend is to switch over from fuel oil to Naphtha 
as feedstock for the manufacture of fertilisers because the latter is a deanel 
iuel creating lesser pollution problems, in India all future fertiliser plants 
would, as a matter of policy, be based on fuel oil. It is hoped that Govern
ment have taken into consideration fully the pollution problem likely to 
be created by the USe of fuel oil as feedstock for production of fertilisers. 
The economic feasibility of such a plant should take into account the cost 
of adequate anti-pollution measures and these measures should form an in
tegral part of the project report for each such plant. 
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5.7 .. As coal is abundantly available in the country, fertiliser plants 
:based on coal as feedstock would appear to be the most suitable feedstock 
from the point of view of self-reliance. Therefore while planning for 
,additional capacity for the production of fertilisers during the Fifth Plan 
'period, Government should place greater reliance on coal as feedstock sub
ject, of course, to the existing experiment being successful. Besides, there 

: is considerable untapped hydro-electric potential in the country. As 
electricity as feedstock for the production of fertiliser would, along with 

'coal, involve the minimum outflow of foreign exchange, Government should 
also examine the feasibility and economics of harnessing the river waters 
for preventing floods, irrigation and production of electricity, for various 
'purposes including its use as a feedstock for the production of fertilisers. 

5.8. The exploitation of the rock phosphate mines in Rajasthan has not 
. made much progress. Consequently sizeable imports are continuing. As it 
would not be possible for the State Government to provide all the resources 
for the development of these mines out of its meagre funds, Government 
should, in consultation with the Rajasthan Government, devise a suitable 
scheme which may facilitate the speedy development of the mines. 

5.9. Considerable delays continue to occur in taking decisions on appli
cations for the issue of industrial licences for setting up fertiliser units e,'en 
under the existing procedures which are stated to have been streamlined. A 
selective case study should be undertaken to find out the time taken at the 
various stages in the consideration of applications. Thereafter, an attempt 
should be made to cut out all non-essential stages as also limit the time 
taken in processing it at each stage. The Ministry of Petroleum and Che
micals should set up a standing Task Force to watch the progress of a case 
from the stage of the issue of a letter of intent to the stage of the issue of 
the licence. Government should also avoid, as far as possible, changes in 
the basic features of the Plant after a letter of intent is issued, as it involves 
reappraisals of the economic vialibility of the Plant by the entrepreneur lead
ing to further delays. The feedstock policy for manufacture of fertilisers 
should be widely publicised so as to remove aU ambiguities and uncertainties 
in this regard. 

5.10. Considerable delays ranging from six months to three and a half 
years have been observed in the commissioning of the fertiliser projects in 
the public sector leading inter alia to a sizeable e;;calation if cost of putting 
up the projects Government should set up Coordination Committees for 
each of the projects under implementation to review critically the progress 
.of implementation of these projects at regular intervals. 

5.11. The procedure for economic appraisal of the projects and the re
lease of foreign exchange therefor is now being streamline and the engineer
ing and equipment for the fertiliser projects is also being standardised so as 
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to facilitate setting up of identical plants speedily. Government should have 
thought of these measures earlier. It is hoped that the new measures would 
lead to speedy implementation of the projects so that the capacities targetted 
for the Fifth Plan are achieved. 

5.12. Besides the power short3.ge and industrial relations which have 
generally affected the utilisation of all fertiliser plants, the Alwaye, Neyveli, 
Trombay and Sindri plants have been suffering from design, engineering 
and maintenance problems. In the case of Rourkela, the shortage of Coke 
Oven Gas has impaired production while in the case of Nangal, the pro
duction is low mainly because of short supply of power which is its basic 
feedstock. It is nothing short of tagic that at a time when the co~ntry re
quires more and more fertilizers in order to step up agricultural production 
to meet the requirements, the fertilizer in the public sector should not be· 
able to produce as per their installed capacity. Government should analyse, 
in detail, the reasons for which each of the plants in the public sector have 
not been able to achieve production according to its full rated capacity and 
to take concerted measures to achieve it by a date to be specified in this 
behalf. In carrying out the analysis and the follow-up action, the best tech
nical talent in the country should be utilised. The performance of each of 
these p\ants should also be reviewed at a high level in the Government at 
least once in every quarter so that on-course remedial measures, as neces
sary, can be taken to achieve maximum production at the earliest. 

5.13. It is surprising that a number of plants in the put-lic sector n~(!d 
modernization. Since there is well laid out scheme for provjdin~ deprecia
tion funds every year in each of the projects, the need for modernization or 
replacement of the plants should have been anticipated well in advance and 
timely action taken to see that the plants were modernized, rationalised or 
replaced in the best interest of production at economic prices. 

5.14. It is distressing that in spite of the existence of a high level Ferti
liser Purchase Committee, on which the various Departments and agencies 
of the Government concerned with imports of fertilisers are represented, the 
plea advanced by the Ministry of Agriculture for the shortage of fertilisers 
during 1972 is that information of a likely shortfall in imports from East 
European countries was received by them too late. The Fertiliser Purchase 
Committee should have a firmer grip on the import programme and should 
meet more often, preferably every month, to assess the progress of the 
imports programme so that remedial action could be taken in time in case 
of a likely shortfall in the scheduled imports from any country. Besides, 
there is the need for improving the system of timely collection of market: 
,intelligence so as to regulate imports m the best interest of the country. 
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5.15. The present system by which tenders for the import of fertilisers 
Me fioate,d repeatOOly after every few weeks has not led to import either on 
assured biisis or on most economic prices. Government should review the 
system to see what improvements could be made therein. 

5.16. The problem of equitable distnbution of fertilisers assum.!s great 
importance as it is well known that the supply is far from being regular and 
that the ordinary cultivator has great difficulty in getting the fertiliser of 
the requisite quality at the regulated price. Government have, under the 
circumstances, taken recourse to the Essential Commodities Act in order to 
regulate the distribution of fertilisers. Government should examine the 
difficulties being experienced by the fertiliser industry in this regard so as 
to resolve the genuine ones and elicit their whole-hearted cooperation and 
support in the matter of fair and equitable distribution of fertilisers. 1 he 
body recently appointed to go into the questions of routing the distribution 
of fertilisers through cooperatives to a larger extent than hitherto, should 
take into consideration fully the existing capacity of Ule institutional 
ohannels to reach the consumers in the remotest parts of the country. It 
should also be ensured that the cooperatives do not become merely an 
intermediate agency distributing fertilisers through private traders who 
DOW receive their supply from the manufacturers directly. 

5.17. Ministry of Railways have assured that they have taken adequate 
measures to end the shortage of covered wagons for the fertiliser industry 
and that at present they 'are meeting the fe:tiliser traffic in full,. that these 
are being moved on a higher priority basis and that the movement is 
being watched at the highest level. Railways should, in consultation with 
the Ministries of Petroleum and Chemicals and Agriculture, work out the 
transportation requirements for fertilisers during each year of the Fifth 
Plan period and from now on plan for their orderly movement so that 
there are no bottlenecks. 

5.18. The new fertilisers plants should be so located as to limit the 
transport of both raw ma1erials and the end product to the minimum 
necessary. 

5.19. The Ministry of Railways should, in consultation with the Minis-
1ry of Agriculture, take an early decision on the question of relaxation in 
1he existing "procedure whereby for enjoying a concessionaI rail freight 
the State authorities at the destination station have to certify that the 
the State authorities at the destination station have to certify that the 
of the concessional freight to cover also the, movement of fertiliser from 
the storage point to the consumption point. # 
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5.20. The rates of sales tax .on chemical fertili,ser, levied ,by. different: 
States vary from 1 per cent to 5 per cent with inequitabI.:: repercussions. 
on fertiliser industrY and trade. Government may reconsider the question 
of exemption of fertilisers from State Sales Tax and imposition of a suit
able Central Excise Duty which can then be equitably distributed among: 
the States. 

5.21. The chief constraint in the use of fertilisers at present feIt by' 
the ordinary peasant is lack of c-eady money to buy the fertilisers. 
Government should review the Credit System from time to time So as to 
help the ordinary peasant to get the modem inputs in time in the interest 
of larger agricultural production and strengthening of the weaker sections 
of society. Cooperative agencies should be so developed as not only to 
make available the fertiliser of the .. requisite quality and in time to the 
peasant in the field but also afford him n.~cessary financial accommoda
tion. Since a major part of the credit needs of the farmers and of ferti
liser distribution system during the Fifth Plan, would have to be met by 
the State Bank Group and the Nationalised Banks: these Banks should 
build up adequate organisation in time to undertake the task envisaged 
for them during the Fifth Plan period. There has been a decline in the 
utilisation of indirect agricultural advances by the nationalised banks in
cluding the State Bank of India G:-oup, a bulk of which is for fertiliser 
distribution. The Department of Banking should go into the causes for 
this decline and try to remove, as far as possj.ble. such features of the 
existing system of indirect agricultural advances as have been hampering
its fuller utilisation. 

5.22. The Government is directly, or indirectly through the Cent rat 
Fertiliser Pool, controlling the prices of fertilisers in this country . Yet, 
the cultivators prices of fertilisers in this country are about the highest H;l 
the world. Even these prices are not considered by the fertiliser industry 
to be reasonable and attractive enough for new investment. In this context, 
the assUrance given. by Government that they would continue their policy of 
maintaining the fertiliser prices at the minimum possible level taking into 
account at the same time the need to ensure a reasonable return on the capi
tal invested so that it makes for adequate flow of capital into the industry. 
is welcome. 

5.23. ~t is the cesponsibilityof the State Government to checkblack~ 
marketing in the three nitrogenous fertilisers the prices of which have 
been fixed under the Fertiliser (Control) Order issued under the Essen~ 
tial Commodities Act. State Governments should be alive to the prob1em 
and should have an effective machinery' to check the menace and punish 
the guilty. In this context, Government should consider the question of 
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printin~ prominently the cultivators prices on the ba~ containing the 
fertilisers. 

5.24. At present, the Central Government have no separate orgarusa
tion or procedure to keep watch' on the prices at which fertilisers are 
actu~y ,available to the farmers is the field level. ReliaDce is placed on 
the State Governments to report the existence of blackmarketing in res
pect of fertilisers the prices of which are controlled. Besides, according 
to Government, the cooperatives through which the pool fertilisers are 
channalised are expected to observe the price discipline. This is not 
enough. ,There is need for the collection of price data at regular intervals 
eith~r independently or through the machinery of the State Governments 
So that the Government are aware as to whether the controlled prices are 
actually being charged from the farmers, and also of the trend in the 
prices of non-controlled varieties of fertilisers. for taking such remedial 
action as may be necessary. 

5.25. The margin between the import price and the issue price of sul
phur and rock phosphate imported by MMTC is sizeable. If the idea is that 
the extra benefit to the indigenous manufacturer should be mopped up 
for the public exchequer, the more appropriate course should be to levy 
:1 higher import duty on the commodity than to allow a commercial 
undertaking to charge a higher price quite unrelated to cost of imports. 

5.26. Government should, in consultation with the industry and the 
Indian Sandards Institution, evolve the detailed specifications for quality 
control and ensure that the plants set up are properly equipped with 
quality control laboratories and cells to enforce these measures. Adultera
tion of fertilisers and short weighment are serious offences. Govern
ment should utilise their powers under the Essential Commodities Act to 
sc.~ that all those who indulge in either dilution of quality or adulteration 
of fertilisers or in short weighment are proceeded against promptly so 'as 
to act as a deterrant ~ others. 

5.27. The most important task is to spread correct and proper know
ledge of application of fertilisers in the field to the ordinary peasant. 
Apart from making avail'able facilities for soil testing wh!ch are a pre
requisite cDndition for determining the type and quantity of fertiliser to 
be applied, the fertiliser plants and marketing agencies should evolve 
balanced fertilise:s or nutrients which would be largely suited to the crops 
grown in various areas and the type of soil in the area. Directions for 
ccr.rect application of the fe'1iIiser should. be either embossed prominently 
on the package or enclosed therewith preferably in th~ regional languages 
so that the peasant is able to apply the fertiliser in the cor
rect manner necessary to get the best ff':;mlts. Close liaison 
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should be maintained between the marketing organisation of the fertiliser 
industry and the various extension agencies functioning under government/ 
local authority so that the peasant is rendered an integrated package of 
s&Vice • 

.s.28. Government should pay greater attention to the problems of 
;the super--phos,phate industry which has now become uneconomic in cam
petition with complex fertilisers and see that the iridustrial capacity is 
put to productive use, if necessary, by diversification of production. 

NEW DELHI; 

April 23, 1973. 

Vaisakha 3, 1895 (Saka) 

KAMAL NATH TEWARI, 

Chairman, 
Estimates Committee. 
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.Statement showing Summary of Recammendations/Conclusions contained 
° in the Report 

s. No. 

1 

Reference to 
Para No. 1D: 
The Report 

2 

Summary of Recommendations/ 
Conclusions 

3 
________ 0 ______ 0 _________________ _ 

1 1.6 

~2 1.7 

The Committee regret that inspite of the acknow
ledged role of fertilisers in augmenting agricultural 
production under the Indian conditions, the annual 
consumption achieved during the first three years of 
the Fourth Plan was consistently less than the plan 
targets. They are further disappointed to note tha~ 
for the last two years of the plan, Government have 
themselves revised the consumption targ;:ts. The 
consumption target for 1972-73 has been scaled 
down from 4.66 million tonnes to 3.45 million toones 
while the indications given of the estimated shortfall 
in imports suggest that the actual consumption dur
ing 1972-73 would be only 2.75 million tonnes and 
that too only if the envisaged indigenous production 
of 1.42 million tonnes actually materialises during 
that year. For the year 1973-74, the orginal target 
for consumption Ras been reduced from 5.50 million 
tonnes to 3.93 million tonnes. 

The Committee have a feeling that Government have 
not paid as much attention to the use of fertilisers 
for agricultural production as it deserves in the con
text of the persisting food problem in the country. 
They recommend that Gmoernment should make 
every effort to achieve atJeast tne revised targets of 
consumption during 1973-74 in order to create con
ditions for a faster rate of growth in the field of 
agriculture. 
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3 1.22 The Committee are constrained to note that the 
net ad~tiQn of installed capacity foe the production 
of fertilisers in the c~1Ultry during the Fourth Plan 

period is likely to be only 13.99 lakh tonnes as
against the original Plan target of 27.55 lakh tonnes. 

According to reyjsed estimates th~. allnual production 
of fertilisers is likely to increase -~j.uing the Plan pe
riod by 9.45 lakh tonnes only (from 7.55 hkh 
tonnes in 1968-69 to 17 lakh-tonnes in 1973-14) as 
against the original Plan target of an increase by 
26.45 lakh tonnes. Thus, with reference to th.~ ori

ginal plan targets, the achievements in the case of 
installed capacity and production are likely to be 

only 51 per cent and 36 per cent respectively. 
Sizeable shortfalls have similarly been noticed in the 
achievement of financial targets covering expenditure 
on public sector projects. The Committee also note 
that to cover up the sizeable shortfall in achievements, 
Fourth Plan target has been scaled down from time 
to time and the achievements are indicated against 
the revised targets. 

1.23 The Comnllttee are aV,erse to the ad hoc manner 
in wb.i.ch the fertiliser capacity and production targets 

were fix.ed for the FQurth PlalJ, period by the Plan-
ning Commissipn and the MWstry of Petroleum and 

Chemicals. They are also surprised at the leisumly 
manner inwbich the public sector projects were' 
,identified and finalised even though th~ Fourth ptan 
envisaged their jmplemen~ation. within the Plan period. 
They also feel that the capital intensive, long gesta
tion and low profitable nature of the fertiliser in
dustry was a sufficient warning for the Government 
that the private sector may not have an impressive 

role to play in this field; yet, Government had not 
taken up in advance preparation for a maximum 
effort in the public sector to achieve the tar~etted 

capacity. 
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5 1.24 The Committee hope that the poor achievements.. 
in th~ past would provide a spur to the authorities 
concerned to urgently rationalise the procedures for 
clearance of projects, streamline the implementation 
machinery and achieve maximum production in short-

est time so that pressure on foreign exchange needed 
for import of fertilisers may be relieved and the 
country attains a degree of self-sufficiency m this 
field. 

6 1.35 The Committee find that the targets of capacity 

7 

8 

1.36 

and production projected for inclusion in the Fifth 
Plan are too ambitiou> as they envisage a five fold 
increase in the achievements made in the Fourth Plan. 
They feel that such a massive programme is impossible 
of attainment except on the basis of a "Crash -Pro
gramme" to be earnestly implemented. Apart from 
the massive resources to the extent of Rs. 1500 Cf(l'res 
including the foreign exchange component of Rs. 650· 
crores whiCh will have to be committed to implement 
the programme, the Dorms and procedure for clear
ance of projects and the principles on which import of 
technical know-how and equipment is allowed. wiII 
have to be reoriented and the ~plementation machi
nery properly organised and geared up to work on a 
"Crash" basis to achieve the task assigned. All this, 
the Committee .feel, need a very careful planning on
the part of the Ministry of P~leum and Chemicals. 

The Committ~ hope that if the "Crash prog:-am-
me" is ultimately apprRJled, ~t_ }Yould be sincerely im-
plemented so that the cou~try attains, as the program
me enviS'ages. self-sufficiency in the field of at least ni
trogenous fertilisers. To -begin with, the Government 
should expedite their decision as to the location of 
the fertiliser plants which would be set up under the 
"Crash' programme" during the Fifth Plan period. 

2.11 Government are in the process of formulating a 
massive crash programme for the production of fertili
sers in the country during the FiftH Plan period involv· 
ing and outlay of about Rs. 1500 crores. In the larger 
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national interest of achieving self-reliance at the 
earliest, Government would like both the public 
and private sector to play their part in setting up addi
tional production capacity, 

It is admitted by Government that the fertiliser 
industry is a capital intensive industry with a long 
gestation period and consequently it has low profitabi
lity. It is also admitted that the flow of fresh private 
investment in the fertiliser industry has slowed down 
due to various reasons, the chief among which is the 
disinclination on the part of the Government to con
sider proposals based on imported intermediates like 
ammonia, phosphoric acid etc., and the new policy of 
the Government regarding feedstock for the fertiliser 
industry which would, as Government have themselves 
admitted, make the cost of production substantially 
higher. 

The Committee have, in a subsequent section 
dealing with the feedstock requirements, commented 
upon the feedstock policy of the Government. The 
Committee would like Gove~ment to study in depth 
problems and difficulties which are impeding progress 
and take concerted measures to resolve them. In this 
context, Government may consider setting up an ex
pert body consisting of representatives of fertiliser 
industry both in public and private sectors and the 
Ministries of Petroleum and Chemicals and Agricul
ture and all others concerned to examine variOU!; 
matters that inhibit growth and recommend appro
priate solutions therefor. 

The Committee note that Government have 
accepted the recommendations of the Feedstock Com
mittee and Review Committee that in future the fer
tiliser plants would be based on fuel oil and that, to 
set off the higher cost of production of fertilisers in
volved in the process, the excise duty and certain other 
charges built into the price of fuel oil, when used 
as feedstock for the manufacture of fertilisers, have 
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recently been waived. The Committee urge that other 
measures to bring the economy of fuel oil based plants 
at par with those based on Naphtha, which are under 
examination of Government, should be decided lipan' 
and announced soon so that a complete picture is 
available to the general public for taking investment 
decision. 

The Committee are distressed to note that where
as the world trend is to switch over from fuel oil to 
Naphtha as feedstock for the manufacture of fertilisers 
because the latter is a cleaner fuel creating lesser 
pollution problems, in India all future fertiliser plants 
would, as a matter of policy be based on fuel oil. 
They hope that Government have taken into consi
deration fully the pollution problem likely t6 be creat
ed by the use of fuel oil as feedstock for production' 
of fertilisers and recommend that the economic feasi
bility of such a plant should take into account the cost 
of adequate anti-pollution measures and that these 
measures should form an integral part of the project 
report for each such plant. 

As coal is abundantly avail abIes in the country, 
fertiliser plants based on coal as feedstock, would 
appear to be the most suitable feedstock 
from the point of view of self-reliance. The Commit
tee note that three of the plants under construCtion 
are already based on coal an,d further expansion of 
these plants as also setting up new plants based on' 
coal as feedstock would depend upon the success of 
these plants. The Committee recommend that while 
planning for additional capacity for the production, 
of fertilisers during the Fifth Plan period, Government 
should place greater reliance on coal as feedstock sub
ject, of course, to the existing experiment being suc
cessful. 

There is considerable untapped hydro-electric· 
potential in the country. As electricity as feedstock 
for the production of fertiliser would, along with coal, 
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involve the minimum outflow of foreign exchange, the 
Committee recommend that Government should 
examine the feasibility and economics of harnessing the 
river waters for preventing floods, irrigation and pro
duction of electricity for various purposes including 
its use IK a feedstock for the prodliction of fertilisers. 

The Committee regret that between 1969, when 
the exploitation of the rock phosphate mines in Rajas
than began, and 1972 -not much progress has been 
made in developing the mines. Consequently the local 
production of the material has been low and sizeable 
imports are oootinuing. As it would not be pOssibk 
for the State Govemment to provide an tHe resources 
lor the development of these mines out of its meagre 
funds, the Committee recommend that Government 
should, in consultation with the State G::wernment, 
devise a suitable scheme which may facilitate the 
speedy development of the mines. 

The Committee regret that considerable delays 
continue to occur in taking decisions on applications 
for the issue of industrial licences for setting up ferti
liser units even under the existing procedures which 
are stated to have been streamlined. The Committee 
recommend that a selective case study should be under
taken to find out the time taken at the various stages 
in the consideration of applkations. Thereafter, an 
attempt should be made to cut out all non-essential 
stages as also limit the time taken in processing at 
each stage. 

In one case the Committee have observed that 
the main cause for the delay in taking a final decision 
on the proposal to set up a fertiliser unit has been 
the repeated shifts in the policy of the Government 
in regard to import of intermediates and feedstock 
for the Plant. The Committee recommend that after 
a letter of intent has been issued to a party, Govern
ment should avoid, as far as possible, changes iii 
the basic features of the Plant approv~d by them as 
it involves reappraisals of the economic viability of 
the Plant leading to further delays. 
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In an earlier section of this Report, the Committee 
have stressed the aeed for evolving a long term and 
stable feed-stock policy fOr manufacture of fertilisers. 
The Committee recommend that this policy should be 
widely publicised so as to remove all ambiguities and 
uncertaintk~s in this regard. 

The Committee also recommend that the Ministry 
of Petroleum and Chemicals should set up a standing 
Task Force to watch the progress of a case from the 
stage of the issue of a letter of intent to the stage 
ofthe issue of the industrial licence the need for which 
has already been admitted by Government during evi
dence before the Committee. 

The Committee are unhappy that considerable 
delays ranging from six months to three and a half 
years haV';e taken place in the commissioning of the 
fertilisers projects in the public sector leading inter 
alia to a sizeable escalation of cost of putting up the 
projects. While some part of the delay might have 
been due to reasons beyond the control of the pro
ject authorities, the Committee feel that atleast some 
part of it could have been avoided by a more effective 
coordination as between different agencies of the 
Government, Government have set up Coordination 
Committees for the Cochin and Durgapur Projects to 
review critically the progress of implementation of 
these projects at regular intervals. The Committee 
suggest that such Coordination Committees should be 
set up for each of the other projects under imple
mentation. 

The Committee also note that the procedure for 
economic appraisal of the projects and the release of 
foreign exchange therefor is being streamlined. They 
also note that the engineering and equipment for the 
fertiliser projects is being standardised so as to faci
litate setting up of identica~ plants speedily. The Com.
mittee regret that Government have thought of these 
measures only now when the fertiliser programme 
during the Fourth Five Year Plan has gone away. 
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The Committee trust that the new measures ntken by 
Government would lead to speedy'implementation of 
the projects so that the targetted capacities for the 
Fifth Plan are achieved in time. 

The Committee observe that besides the power 
shortage and industrial relations which have generally 
affected the utilisation of all fertiliser plants, 
the AlwfH1e. NeyveIi, Trombay and Sindri plants have 
be·~n SUne"jn~ from design, engineering and mainte
nance problems. In the case of Rourkela, the Short
age of, Coke Oven Gas has impaired production while 
in the caSe of Nangal, the production is low mainly 
because of short supply of power which is its basic 
feed stock. 

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 up agricul
tural prouction to meet the requirements, the fertilizer 
plants in the public sector should not be able to pro
duce as per their installed capacity. In the case of 
single superphosphate, the production was 39 per 
cent in 1970-71 and 36 per cent in 1971-72. In the 
case of phosphatic fertilizers, the production rose from 
57 per cent in 1970-71 to 71 per cent in 1971-72, 
while in the case of nitrogenous fertilizers, it rose from 
57 per cent to 61 per cent. During 1972-73, a slight 
improvement has been claimed during the first half 
of the year, but the final position is unlikely to be 
much different particularly in view of the power cuts 
and industrial relations. The Committee see no rea
son why Government and the project authorities could 
not accelerate the pace of development. They would 
like Government to analyse, in detail, the reasons for 
which each of· the plants in the public sector has not 
been able to achieve production accoramg to its full 
rated capacity and to take concerted measures to 
achieve it by a date to be specified in this behalf. The 
Committee need hardly stress that in carrying out 

---------.---- --------------
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the analysis and the folIow-up action, the beSt- tech
nical talent in the country should be utilised. The 
Committee would also suggest that the performance 
of each of these plants should b~ reviewed at a htgh 
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. 

The Committee are surprised to learn that a 
number of plants in the public sector need moderni
zation. Since there is a well laid out scheme for pro
viding depreciation funds every year in each of the 
projects, the Committee cannot understand why the 
need for modernization Or replacement of the plants 
was not anticipated welI in advance and timely action 
taken to see that the plants were modernized, rational
ised or replaced in the best interest of production at 
economic prices. 

The Committee are extremely unhappy to note 
that in spite of the existence of a high level Fertiliser 
Purchase Committee, on which the various Depart
ments and agencies of the Government concerned with 
imports of fertilisers are repre3ented, which is expec
ted to coordinate imports vf fertilisers to meet the 
domestic demand the plea advanced by the Ministry 
of Agriculture for the shortage of fertilisers during 
1972 is that information of a likely shortfall in imports 
from East European countries Was received by them 
too late. The Committee desire that the Fertiliser 
Purchase Committee should have a firmer grip on the 
import programme :md with this object in. view it 
should meet more often, preferably every mOIiih to 
assess the progress of the imports programme, so that 
remedial action couldbc taken in time in case of a 
likely shortfall in the scheduled imports from any 
country. This also points to the need for improving 
the system of timely collectiOn of market intelligence 
as to the international prices and production trends 
so as to regulate imports in th.~ best interest of the 
country. 
-------_.------------
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The Committee note that the Department of 
Economic Affairs have revised their procedure for 
allocation of foreign exchange for import of fertilisers 
and that now the foreign exchange is released on 
annual basis instead of on seasonal basis as hitherto. 
Regretting that the change in the procedure could be 
thought of only when a crisis developed during 1972, 
the Committee hope that from now on the Ministry 
of Agriculture will have more elbow room to plan 
and negotiate imports on a long term basis and a re
petition of the crisis of 1972 will not occur. 

The Committee need hardly point out that tbe 
present system by which tenders for the import of 
fertilizers are floated repeatedly after every few weeks 
has not led to import either on assured basis Or on 
most economic prices. The Committee would, there
fore, like Government to review the present system 
to see what improvements could be made in the sys
tem so as to get imports at internationally competitive 
prices and on assured basis for meeting the country"s 
requirements adequately and in time. 

The problem of I!quitable distribution of fertilisers 
assumes great importance as it is well known that 
the supply is far from being regular and that the ordi
nary cultivator has great difficulty in getting the fer
tiliser of the requisite quality at the regulated price. 

- The Committee understand that the Government have, 
under the circumstances, taken recourse to the Essen
tial Commodities Act in order to regulate the distri
bution of fertilisers. It has however been represented 
to the Committee particularly by the fertiliser industry 
in the private sector that the Government intervention 
has, to some extent, upset normal trade channel of 
distribution which they had built up over the years. 
The Committee would like Government to examine 
the difficulties being experienced by the fertiliser 
industry so as to resolve the genuine ones and elicit 
their whole-hearted cooperation and support in the 

_._- -------------
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matter of fair and equitable distribution of fertiliserS 
so that these are made available in adequate quantities 
and in time to the peasant in the field. 

The Committee trust that the body recently 
appointed to go into the question of routing the dis
tribution of . fertilisers through cooperatives to a larger 
extent than hitherto, would take into consideration 
fully the existing capacity of the institutional channels 
to reach the consumers in the remotest parts of -die 
country. It should also be ensured that the coopera· 
tives do not become merely an intermediate agency 
distributing fertilisers through private traders who now 
receive their supply from the manufacturers directly. 
The Committee would like that the empliasis sbould 
be on rendering service to the Peasant so that he is 
able to come by the fertiliser at the time he requires it 
and that financial :Iccommodatfon is also shown to 
him so as to encourage him to produce more. 

The Committee are glad at the assurance given 
to them by the Ministry of Railways that they have 
tak:en adequate measures to end the shortage of cover~ 
ed wagons for the fertiliser industry and that at present 
they are meeting the fertiliser traffic in full. They are 
also glad to note that although the movement of fer
tilisers not sponsored by the Central Fertiliser Pool 
is classified under category 'C', these are being moved 
on a higher priority basis and that the movement is 
being watched at the highest level. 

Since during the Fifth Plan period, the movement 
of fertilisers would be on a much larger scale dian 
during the Fourth Plan period, the Committee desire 
that the Ministr:"j of Railways should, in consultation 
with the Ministries of Petroleum and Chemicals and 
Agriculture, work out realistically the transportation 
requirements for fertilisers during each year of the 
Fifth Plan period and from now on plan for their 
orderly movement so that tn;!re are no bottlenecks and 
the fertilisers reach the farmers as per plari. 
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The Committee would also lik·e to stress that the 
new fertiliser plans should be so located as to limit 
the transport of both raw materials and the end pro
duct to the minimum necessary. This would ensure 
not only development of industry on a decentralised 
basis but also avoid unnecessary burden being cast 
on the Railways for carriage of raw materials and 
fertilisers. 

The Committee recommend that the Ministry of 
Railways should, in consultation wit.h the Ministry of 
Agriculture, take an early decision on the question of 
relaxation in the existing procedure whereby for en
joying a concessional rail freight the State authorities 
at the destination station have to certify that the 
chemical will be used as ,fertiliser for agricultural 
purposes, and extension of the concessional freigTtf 
to cover also the movement of fertilizer from the sto
rage point to the consumption point. 

The Committee note that the rates of sales tax 
on chemical fertiliser levied by different States very 
from 1 per cent to 5 per cent with inequitable reper
cussions on fertiliser industry and trade. The Com
mittee recommend that Government may reconsiaet 
the question of exemption of fertilisers froni StateSaM 
Tax and imposition of a suitable Central Excise Duty 
which can then be equitably distributed among the 
States. 

The Committee attach highest importance to the 
fertilis·er being used by the common peasant in tOe 
interest of increasing agricultural prodoction and also 
improving his own lot. In tbis context, the Committee 
would like to point out that the chief constraint at 
present felt by the ordinary peasant is TaCK: of ready 
money to buy the fertillser. The Committee recom
mend that co-operative agencies should De so develOp:. 
ed as not only to make uvailable the fertiliser of the 
requisite quality and in time to the peasant iri Hie 
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field but also afford him necessary financial accommo
dation so as to encourage him in the use' of modern 
inputs in the larger national interest. Besiaes, the 
nationalised Banks and the State Banks Group can 
play a notable role in this field. ~ Committee 
desire that Government should take appropriate 
measures in this behalf and review the Credit System 
from time to time so as to realise the objective of 
helping the ordinary peasant to get the modern inputs 
in time at fair prices in the interest of larger agricul
tural production and strengthening of the weaker 
sections of society. 

The Committee note that the production credit 
needs of the farmers and the credit needs of fertiliser 
distribution system in 1978-79 i.e., last year of the 
FIfth Plan, have been ass(",sr.ed as Rs. 1120 crores 
and Rs. 800 crores respectively. Since a major part 
of this credit would have to be met by the State Bank 
Group and the Nationalised Banks, me Committee' 
hope that these Banks would build up adequate orga
nisation in time to undcrtake the task envisaged for 
them during the Pi.fth Plan period. 

The Committee find that there has been a decline 
in the utilisation of indil';!ct agricultural advances, a 
bulk of which is for fertiliser distribution. The Com
mittee would like the Department of Banking to go 
into the causes for this decline and try to remove, as 
far as possible, :mch features of thc existing system 
of indirect agricultural advancf:~ as have been hamper
ing its fuller utilisation. 

3.102 The prices of three of the nitrogenous fertilisers 
are directly controlled by Government. The issue pri
ces fixed for fertilisers imported by the Central Fer
tiliser Pool, which constitute abOut 50 per cent of 
the total consumption of fertilisers in the country, 
influence prices of other types of domestically produc
ced fertilisers. Thus Government is directly or 
indirectly controlling the prices of fertilisers in this 
country. Yet, the cultivators prices of fertilisers in 
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this country are lhout the highest in the world. Even 
these prices are not considered by the fertiliser indus
try to be reasonable and attractive enough for new 
investment. Government attribute the higher prices of 
fertilisers in India to higher cost of production In 
OUr country due to various reasons. Remedial mea
sures taken by them are setting up of larger sized 
plants with latest technology to achieve economies of 
scale and a study of the various fiscal and other mea
sures that can be tak'<!n to improve tpe economics of 
fertilisers plants. But evcn then the economies secured 
are stated to have been off set by a constant risc ill 
the prices of inpnts and wag~s etc. In this context, 
the Committee welcome the assurance given to-them 
by Government that they would continue their policy 
of maintaining the fertiliser prices at the minimum 
possible level taking into account at the same time the 
need to ensure a reasonable return on the capital in
~sted so that it make,'> f .... r adequate flow of capital 
into the industry. 

39 3.103 It is the responsibility ·.'f the State Government 
to check blackmarketing in the three nitrogenous fer
tilisers the prices of which have been fixed under the 
Fertilis'~r (Control) Order issued under tne Essential 
Commodities Act. The Committee hope that State 
Governments are alive to t~c problem ruid have an 
effective machin<:ry to check the menace and punish 
the guilty. In this context, the Committee would sug
gest that the Government should consider the question 
of printing prominently the cultivators prices on the 
bags containing the fertilisers. 

40 3.104 At present, the Central Government have no 
separate organisation of procedure to keep watch on 
the prices at which fertilisers are actually avaiIaole 
to the farmers at the field level. Reliance is placed on 
the State Governments to report the existence of 
blackmarketing in respect of fertilis'<:rs the prices of 
which are controlled. )Besides, according Govern-
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ment, the cooperatives through which the pool fertili
sers are channalised are exp;!cted toobserve t'he price 
discipline. The Committee feel that there is need for 
the collection of price data at regular intervals either 
independently or through the machinery of the State 
Governments so that the Government are aware as to 
whether the controlled prices are actually being charg
ed from the farmers, and also of the trend in the pri
cesof non-controlled varieties of fertilisers. The 
Committee, therefore, recommend that Government 
should devise suitable machinery and/or procedure for 
the purpose of collection of price data for taking such 
remedial acticn as may be ne~ssary. 

It is admitted that the margin between the import 
price and the issue price of sulphur and rock phos
phate imported by MMTC is sizeable and it is at pre
sent being absorbed by the MMTC. It is stated that 
the issue pric'~ of items of "speculative nature" are 
designed to mop up the bigh profits "for t'he exche
quer" which otherwise would accrue to the manufac
tures if the material was made available to them at 
chapter rate without the corresponding benefit being 
passed on to the consumer. The Committee object 
to this consideration being applied in the determination 
of the price of imported commodities by a commercial 
undertaking the transactions of which are of a mono
poly character. The Committee consider that if the 
idea is that the extra benefit should be moped up for 
the public exchequer, the more appropriate course 
should be to levy a higher import duty on the com
modity than to allow a commercial undertaking to 
charge a higher price quite unrelated to cost of 
imports. 

The Committee wou!d like Government to evolve 
in consultation with the industry and the Indian 
Standards Institution the detailed specifications for 
quality control and ensure that the plants set up are 
properly equipped with quality control laboratories 
and cells to enforce these measures. 
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The Committee have in the Section on prices 
already dealt with the problem of blackmarketing in 
controlled varieties of :ertilisers. Adulteration of fer
tilisers and short weighment are equally serious offen
ces. The Committee would like Government to uti
lise its powers under the Essential Commodities Act 
to see that all those who indulge in either dilution of 
quality or adulteration of fertilisers or in short weigh
ment are proceeded against promptly so as to act as 
a deterrant to otbers. 

The Committee feel that the most important task 
is to spread correct and proper knowledge of appli
cation of fertilisers in the field to the ordinary peasant. 
Apart from making available facilities for soil testing 
which are a pre-requisite condition for determining 
the type and quantity of fertiliser to be applied, the 
Committee consider that the fertiliser plants and 
marketing agencies should evolve. balanced fertilisers 
or nutrients which would be largely suited fa the crops 
grown in that area and the type of soil in the area. 
The Committee would also suggest that directions for 
correct application of the fertiliser should be either 
embossed prominently on the package Or enCfosed 
therewith preferably in the regional languages so 
that the Peasant is able to apply the fertiliser iii the 
correct manner necessary to get the best results. The 
Committee would like close liasion to be maintained 
between the marketing organisation of the fertiliser 
industry and the various extension agencies function
ing under government/local authority so that the pre
sent rendered an integrated package of service. 

The Committee recommend that Government 
should pay greater attention to the problems of the 
super-phosphate industry which tas now become un
economic in competition with ccmplex feitilisers and 
see that the industrial capadty is put to productive 
use, if necessary, by diversification of production. 



APPENDIX 11 

Vide Introduction 

Analysis of Recommendation/Conclusion contained in the report 
Classification of Recommendations 

A. RecomlIlo!ndations effecting economy: Nil 

B. Recommendations for improving organisation and working: 
Sr. Nos. 1-45. 

c. Miscellaneous Recommendations: Nil. 
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