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INTRODUCTION 

I, the Chairman of Estimates Committee having been authorised 
by the Committee to submit the Report on their behalf, present this 
Seventy-Fourth Report on the Ministry of Ag;riculture-DistributioD 
of Fertilisers. .;i.i. 

2. The Committee took evidence of the representative'S of the 
Ministry of Agriculture on 16, 17, 24, 25 and 27th. August, 1983. The· 
Commit1ee wish to express their thanks to the officers of the Ministry 
for placing before them the material and in,formation which they 
desired in connectIon with the examination of the subject and giving 
evidence before the Committee. 

3. The Committee also wish to express their thanks to Shri Gopal 
Sohbti, Chief Executive' Fertiliser Association of India for giving 
evidence and making vaiu~ble suggestions to the Committee. 

4. The Committee also wish to express their thanks to all other 
Organisations/Institutions for furnishing memoranda on rthe subject 
to the Committee. . 

5. The Report was considered and adopted by .the Committee on. 
19th March, 1984. 

6. For facility of reference and convenience, recommendations 
and observations of the Committee have been printed in thick type 
in the body of the Report, and have also been reproduced in a con-
solidated form in the Appendix to the Report. . 

NEW DELHI; 

April 2, 1984 
ChaitTa 13,-1906(S):-

• BANS! ~L, 

Chairman, 
Estimates Committee. 
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CHAPTER I 

AV AlLABILITY OF FERTIIJZERS 

A. Government Policy 

1.1 Fertiliser was declared an "essential commodity" on 29 March, 
1957. On 23 April, 1957, Government of India introduced ltbe Ferti-
liser (Control) Order, 1957. For the control qf movement of fertili-
sers from one State to another. Government issued the Fertiliser 
(Movement Control' Order in 1973 .. It has been stated. that "it is 
the Government policy to provi<Ie fertiliser in right time in adequate 
quantity, at right price and at ~ight place to the ~ers". 

1.2 The role and functi.oJ1.s of the Ministry of Agriculture are, 
therefore directed towards achieving the aforesaid goals. These 
include carrying out the following £unctions o.r issuing guidelines 
therefor:-

(a) Formulation of policies, providing guiaelines, overseeing 
and monitoring of the programmes .. . . . 

(b) Assessment of requirements of the vari01.\S States/Union 
Ter,ritories etc. for fertilisers. . . 

(c) Formulation of If;he Supply PIan for the manufacturen 
for each cropping season aild monitoring of t~ Plan in-
cluding mid-term coorrections, if any needed. 

(d) Handling of imported fertilisers at PQl'ts and t~ Iurther 
transport to and distribution in the States. 

(e) Delivery of fertilisers. 

. (f) Ensuring adequate avail.llbllity of fertilisers. Also to esti-
mate and arrange fo;r im~s to bridge the gap between 
the requirements and availability from domestic sources. 

(g) . Maintenance of adequate' stocks at points nearest to the 
consumption centres. . - ' 

(h) Fixation of prices of fertilisers and Distribution Margins 
for the trade. . 

(i) Storage of fertilisers. 

(j) Provision of Credit to farmers and distributing agencies 
for purchase of fertilisers. 

(k) Regulation of trade of fa'tiliaers.' 
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1.3 The Committee desired to know the specific steps taken' by 
Government to .implement this policy in letter and spirit. In reply, 
the Secretary, Ministry of Agriculture, stated in evidence that follow-
ing steps had been taken in this direction: 

(i) In the beginning of every crop season, Kharif and rabi, 
we have a tripartite conference with State Governments, 
manmacturersand ',handUn.g agents to as~, season-wise, 
crop-wise and State-wise 1'equirements -of various types 
of ·fertilisers. Th~e -are ,three main 'nutrients in theferti-
liser system viz.,nitrogen,phosphorus and potash. So 
1aT as potassic fertilisers are ·concerned, We~re not .pro-
ducing1hem at all. 'So, our ·entire.Pequirementof it is to 
be 'imported. So far as nitrogen and phosphatic fertilisers 
w;e concerned, ,we do this fine tuning of the requirement 
and indigenoUs awlability" in consultation with the 

.manufacturers and State Governments. The gap is cover-
ed by import. On the basis of their requirements we 
assess how much fertiliser and of what type will be requir-
<ed 'by ·which State. 

:{iii) We!have estabUshed about·'690 cennes ·whe!eour impo.rted 
fertilisers are stocked. so that atshOl't ·notice they can be 
moved to the States whlch ,require them. Apart from. 
that, industries are maintaining their ,own field godowns 
in order to reach fertilisers to most interior parts of the 
country. 

(iii) Last year, we Increased the number of sale points by 
20,000 in one ~ in or.Wu- 'to ·ensure·that 'fertUisers are 
available in right quantity at, a uniform price throughout 
the country. 

(iv) Government has declared.a uniform .price ,for the whole 
country. and the difference -in cost-what .the manufac. 
turer incurs, transport cost and the distribution cost-
and theirJ'ealisationhBsiobe met by the Government 
by giving subsidy. In June, 1983, ,the price of fertiliser 
was reduced by 7.5 per cent. 

(v.) When Go.vernment·found that '50 per cent of the blocks 
are not connected with :the ll"ailwa,' and·the farmers 
have to travel a long distance \10 .get 'fertiliser the gov-
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el111mentdecided in 1980thilt the ·transport cost of ferti-
.liser right .upto ,the block headquarter will be- met en-
.fuely by the go.vemment ·even though theblook head-

.. quarters .arenot .connected by railways. This has helped 
:in .making 1ertiliser .easily available to the farmers. 

(vi) Under the new scheme of helping small and marginal 
farmers, we have given fertiliser free of cost to the far - . 
mers. 

,(vii·) We have adopted more ·than 4000 villages for increas-
ing agricultural production and fertiliser is also one of 
the items which is attended to. 

,(v.iit) The Central Government also annually gives about 
fu. 180.200cTQl7esdepending upon be resources position 
to the State Governments for advancing loans to the 
cooperative sector etc. for purchase and distribution to the 
farmers. 

(be) For the first time in tile sphere of agriculture, we ob-
served a National Agricultural inputs fortnight from 1st 
June to 15th June, 1983. The main thrust of :this was .to see 
that inputs like' fertilisers, water, electricity diesel ~ets, 
agricultural credit, etc. are available to the farmers and 
the necessary. st~ps in this direction are taken in advance. 

1.4 The Committee asked, how far has the country l;>ecome 
self-sufficient in fez:tilisers, In reply, the Secretary, Ministry of 
Agriculture said: 

"The Government of India in the Department of Agriculture . 
are very much concerned about adequate avail-
ability of fertiliser in the various States, especially 
in the interior rural areas. SInce we are not yet self-
sufficient in the production of fertilisers, we have to 
balance the· indigenous production of fertilisers with the 

. requirement of fertilisers by the farmers and ·if there is 
any gap between demand and supply and there is al-
.ways--.we import fertilisers from abroad at the most 
reasonable rates'''. 

1;5 The Cominitteenote ;that it is .the (Govemment'spolicy "to 
. ;)R09id.e .~rtiHser .in .righttime, in adequate quantity, at right .f:JPce 

and at right .JfIMe ·to the ;fanners;" lIn .persUBnce oftbis POUllY, a 
DlDber ofstaps have'been .1IBenwhich include establishment of 
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690 centres for stocking of imPOrted stocks, increase of sale poiDts~ 
sale of fertiliser to farmers, at a 'DDiform. priee throughout the 
country, meeting traDSport cost 'of fertiliser' right upto the Block 
Headquarters, grant of loatIS U. State Gove1'iDDlents for beiDa given 
to cooperative f>ector for purchase and distributioD of fer.tillsers to 
the fanners, observance of National Agricultural FortDight in June, 
1983:, supply of fertiliser free 'of cost of sma1I and. marginal fanners 
etc. During evidence the Secretary, Ministry of Agriculture ex-
pressed his cODcemabout "adequate avaUability of fertiliser in the 
various States especially in the interior rural areas." ~e of 
fertiliser adversely affects our foodgrains production. The Committee 
feel tltat if gains of ~ revolution are to be consolidated GoVeDl-
ment should evolve a more e&ective and integrated policy in con-
sultation with State Governments to ensure adequate availability of 
quality fertilisers to farmers all over tbp country. even in the remotest 
areas, at a price which is within their reach. 

B. Availability Of Fe7'ltilisers . 

1.6 Ministry of AgricultUre have intimated. that during the 
last 5 years, the domestic production and imports of fertilisers had 
been· as under: 

(Figures in lakh tonnes) 

Ilem 19.78-79 1979-80 1980-81 1981-82 IgB2-83 

• I Anticipated demand 5°'00 59'00 61·00 66'00 72 .°4 
2 Openi."Ig SUick 

(with ill,titutional distribu-
tion agencies, Pool Handling 
agencies and manufactures), 12'56 12'36 13'34 14,89 24'56 

3 Domestic Produetion 29'4° 29'83 30'05 4°'92 44'04 

4 Imports 19'8g 20,06 27'59 20'41 11'32 

5 ·Total availobility 61,85 62;25 7O'gB 76'22 79'92 

1.7 India's share in the Wor1d~s production of Nitrogenous and 
Phosphatic fertilisers is about 3,5 per cent and 2,5 per cent· res-
pectively, India's position in world production of Nitrogenous fer • 

. tilisers is fourth .and in world production of phosphate fertilisers is 
sixth. India~ position would have peen much better had fertiliser 
plants worked to their optimum capacity, According to the data 
fw.nished by the Ministry of Agriculture, capacity utilisation in the 
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fertiliser units in the public and cooperative sectors had been as 
under: 

1.8 There are as many as '12 fertiliser units in India which had 
worked at less ~ 50 per .cent of ,their respective capacities durin~ 
the l~st 3 years (l98O-al to 1982-83). Details are given below: 

S. No. Fertiliser Unit 

A Nitrogen 

I Ramagundam (FCI) 

2 Talcher (FCI) 

3 Namrup II (HFC) 

4 Barauni (HFC) 

5 Durgapur (HFC) 

6 Udyogmandal (FACT) 

, Rourkela (SAIL) 

8 Had Fertiliser Ltd. Varanasi (IFFC) 

9 UD Perry (India) Ltd. Ennore (IFFe) 

B. Phasphnte (PZOJ) 

10 Sindri (FeI) 

II Khetri (HCL) 

12 Cochin II (FACT) 

PerCl'ntage of 
(capacity utilisation) 

2O', 25. 8 

4'4 20' I 

52" 

3°·6 48'7 

23'1 39'4 

51' 2 48.6 

29. 8 44'5 

18'0 20'0 

49'4 5°',0 

32·8 

.9'° 

47'4-

49'9 

25. 8 

42'2 

9'2 

12'0 

45. 6 



1.9 In this connection, the Ministry of Agriculture ha\te, in a 
not~, pointed out that: 

"Incidentally, it may be mentioned that the utilisation of 
installed capacity of nitrogen during 1982-83 was about 
67 per cent. This compares favourably with the utilisa-
tion of capacity in the developing world namely 51 per 
cent in MricalLatin.",America and 65 per cent Asia, in 
1980-81. Even the world average utilisation of capacity 
during 1980-81 was 71 per cent. In so far as the future 
is concerned, it is expected that by 1989-90, the utilisation 
of capacity would improve to about 72.1 per .:!ent for ni-
trogen (anticipated production of 66.76 lakh tonnes 
against the anticipated installed capacity of 92.50 lakh 
tonnes). This would improve further to 80.25 per cent 
by 1992-93 when some of the plants commissioned in 
1988-89 and 1989-90 would start produdng at full load". 

1.10 Ministry of Agriculture. have attributed the under utilisa-
tion of capacity to two main factors namely (i) inadequate avail-
ability of inputs and (ii) Power-cuts and frequency dips. It has 
been estimated that during the last 3 years, the loss of production 
was 413,000 tonnes due to shortage of inputs and 375,000 tonnes due 
to power shortage. 

1.11 Referring to the shortage of inputs, a representative of the 
Ministry of Chemicals and Fertilisers explained in evidence: 

"As far as phosphatic resources are concerned, we have very 
limited resources of rock phosphate. It will be only 
about half a million tonnes. The major requirement of 
rock phosphate is met by importing it. Similarly, sul-
pher is not available in the country. The entire require-
ment of phosphoric acid is met by import. I would 
therefore like to submit that we should hot try to achieve 
100 per cent self-sufficiency since raw materials are nqt 
available indigenously. Our objective is to achieve 75 
per cent self-sufficiency by producing here those things 
by importing raw materials. If we import DAP it is 
cheaper than importing rock phosphate and sulpher, etc. 
and then produce DAP. THis is- because 'the price of raw 
materials is higher. The strategy which we have devised 
is that we will achieve 75 per cent self-sufficiency keep-
ing option available for imports to fill the gap because 
there is also uncertainty about the actual demand". 
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1.12 A view was that it would be better to go in for more cap-
tive power plants to overcome the power shortage rather than 
suffer loss in production and spend valuable foreign exchange on 
import of fertilisers. Dealing with this view point the Ministry of 
AgricultUre have, in a Note, stated that action has been taken ~o 
progressingly provide for captive power facility, even though in 
ierms of cost of production it is higher than the power tariff 
charged· 'by the State, Electricity Boards. As it is, fertiliser plants 
have already got a total captive power capacity of 168 MW. Addi-
tional capacity of 173 MW is under installation.' Recently, proposals 
for 32.5 MW capacity have been cleared and Proposals for 110 MW 
capacity are under consideration. . 

1'.13 Asked if it would be possible to bridge the gap between 
demand and local production of fertilisers in the foreseeable fUture, 
the witness said:-

"0n the other hand, the gap will increase .. we have detailed 
discussion with the Ministry of Chemicals and Fertilisers. 
They expect that by 198!-90 they will be able to produce 
90 la1t:h tonnes of nutrients as against 44 lakh tonnes at 
present. In the meantime our requirements will go up 
in view of the requirement of. food-grains and our pro-
jection is that so far Nitrogenous and PhoSphatic ferti-
lisers are concerned which are produced indigenously, 
our requirement will be about 105 or 110 lakh tonnes. In 
addition, we will be needing about 14 lakh tonnes of 
potassic fertiliser which will have to be imported fully. 
There will be a shortage of about 30 to 35 lakh tonnes 
of nutrients'''. 

·1.14 It is obs~rved from the Table given in an earlier paragraph 
that during the last 5 years (1978-83) our domestic production 
ranged. between '30 to 44 lakh tonnes. Our buffer steck of fertili-
sers varied between 12.5 and 15 lakh tonnes, except in 1982-83 
when the stock was 24.56 lakh tonnes. This level of domestic pro-
duction was not adequate to meet oui- growing demand for fertili-
sers. The import of fertilisers, therefore, went up from Hl.89 lakh 
tonnes in 1978-79 to 27,59 lakh tonnes in 1980-81. Subsequently, 
however, the ·import of fertiliser declined to 20.41 lakh tonnes jn 
1981-82 and to 11.32 lakh tonnes in 1982-83. The import of fertili-
sers du.ring this 5 year period aggregated to 99.27 lakh tonnes. 

t.15 The Committee c~ot help pointing out that had our ferti-
liser plants worked to their optimum capacity, the import of 99'.27 



lakb tounes fel1ili¥rs during the period 1978·79' to 1982·83 would 
have been fOusiderably less, if not altogether eliminated. 

1.16 'Ibe MiDistry of Agriculture have claimed that India's 67 
per cent capacity utilRtion of fertiliser plants in public and coopera. 
tiv~ sectors, compares favOurably with the capacity ,utilisation of 
developing countries which was 51 per cent in AfricafLatin Anlerica 
and 65 per cent in Asia, and world's average utilisation of 71 per cent 
(in 1980.81~. However satisfactory this comparison may look the fact 
is that during the last 3 y,ears (1980.81 to 1982.83), as many as 13 fer. 
tiliser units had worked at less than 50 per cent of their respective 
capacities.· It transpired in evidence that by 1989·90 India will be 
able to produce 90 Iakh tonnes of nutrients as against the present 
level of 44 Iakh tonnes but·as the demand by that ~ would rise 
to the level of 105-110 Iakh tonnes, there will stiD be a shortfall of 
about 30 to 35 lakh tonnes Jncluding about 14 lakh tonnes Of potassic 
fertiliser which wiD have to be imported fully. In the cirC1llDStaDces, 
the Committee recommend that effective steps should be taken hy 
Govemment right now to prevent such gross under utilisation of 
capacity in fertiliser units wbicb:were set up at considerable cost .. 
This will not only increase availability of fertilisers in the Country but 
also save valuable foreign excbange On imports of f~rtilisers. 

1.17 The Committee find that apart from shortage of inputs one 
of the major factors which adversely affects utilisatiOn of capacity 
in fertiliser plants is the power shortage. At pre~nt fertilisers plants 
have already got a total captive power generation capacity of 168 MW. 
Additional Capacity of 173 MW is under iustaUation. Recently, 
proposals for 32.5 MW capacity have been cleared and proposals for 
11 0 MW capacity are under consideration of Government. ~ 
Committee urge that propos~s· for augmentation of captive power 
generation capacity in fertiliser plants may be view~ with favour and 
cleared expeditiously so as to meet the problem to some extent. 

C. Consumption of Fertilisers 

1.18 India's Fertiliser Consumption per hectare of agricultural 
land as compared with other countries of Asia in 1980-81 was as 
under:-

• (Kg./per hectare) 

Country Nitrogen Phosphate K20 Total 
(P203) 

-----------~~-----

2 3 4 5 

I. Bangladesh 27'9 12' 5 3'0 43'4 
2. China 37'9 8·6 I' 5 48 '0 
3. India 19'4 6'0 3'4 28'9· 
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4. Israel 33' I 15'4 18· I 66'7 

S. Japan 112'4 126'4 93. 3 332'S 

6. Korea (Repuh.) 199'2 86'9 81"6 367. 6 

7" Pakistan 31" 9 7'S 0"4 39"8 

8: Phillipines 20·6 4'9 S" I 30 "6 

During the last 5 years fertiliser consumption in India was as 
follows:-

(In lakh tonnes) 
---

Year Consumption (N utrient-wise) Growth 
() N P K Total rate 

------
1977-78 " 29"13 8"67 5"06 42"86 

1978-79 34'20 11"06 S"92 51' 18 19"14% 

1979"80 34'9~ 6"06 "' 2·6% II' 91 52'55 

1980-81 . 36'78 12' 14 6"24 55" 16 5'0% -
1981 -82 . 4°.,69 13'22 6'73 60"64 9'93% 

19'32-83 (estimated) 42."63 14"20 7"35 64"18 5"3% 

1.19 The following steps are stated to have been taken to in-
cre~se the fertiliser consumption:-

(i) En'Suing adequate and timely availability of fertilisers 
through domestic production and imports. 

(ii) Ensuring favourable cost-benefit ramo - by increasing 
supPOrt price of crops to reflect increase in the fertiliser 
prices w.e.f. 8-6-1980 (3.8 per" cent) and 11,7.81 (18 per 
cent). 

(iii) Delivery of fertilisers upto the Block Headqual-ters on 
Govt. account. 

(iv) Increase in distribution margin by 22 per cent w.e.f. 
15-2-81 on ad-hoc basis, pending detailed study by a Con-
sultant. 

(v) Launchillg Intensive Fertiliser Promotion Campaign in 
104 identified diSltricts wlw:readequate potential exists 
but the consumption level was low. 
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(vi) Increasing the short-term loan to States from Rs. 136 
crores in 19-7~80 to Rs. 200 crores in 1980-81 and 1981-82 
and Rs. 250 crores in 1982-83. 

1.20 As a part of th~ productivity year (1982) drive, an inten-
sive fertiliser promotion ,campaign was launched in 104 Districts 
having low level of fertiliser consumption but with good irrigation 
facilities or assured rain fall. It has been claimed that the progreS9 
of this campaign was monitored both at the district and State;! level 
by coordination Committee as also by officers in the State Depart-
ments of Agricult.ure. 

1.21 The Committee desired to know why India had lagged 
behind in fertiliser consumption as compared to· countrieg like 
Japan, Malasia, Korea and China. The Secretary explained in' 
evidence:-

"There are more irrigation facilities in those countries. There 
is rain throughout the year in China whereas in our 
,country 80 per cent' rain comes during four months and 
during the rest seven or eight months there is much less 
rain. Here 70 per cent land is unirrigated-in which less 
quantity of fertilizers is used. Secondly in our country 
the prices of fertilisers are much higher than that of 
other cou:ntries." 

1.22. Dealing with the level of fertiliser consumption achieved 
in India the Secretary, Ministry of Agricultur~ claimed in evidence 
.that: I 

"As a result of the various efforts we have made over the 
last 30 years, the consumption of feJ;'tilisers has increased 
from 69,000 tonnesin 1951-52 to 64 lakh tonnes i.e. about 
93 times. The per heCtare consumption has gone up 
from 0.5 or half a Kg. in 1951-52 to 36.6 Kg. per hectare 
in 1982-83 i.e. about 70 times. We are today the fourth 
biggest country in the world in the consumption of 
N'5trogenous fertiliser. About 66 per c~nt consumption 
is nitrogenous. Unfortunately 85 per cent of our fertili-
ser today is being used in irrigated area and unirrigated 
area consumes hardly 15 per cent.. It is surprising that 
70 per cent of the farmers use fertilisers in irrigated 
areas. 30 per cent of farmers are not using' the, fertilisers 
even DOW," . 
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1.23 The witness admitted that there is Wide tegianal unbalance 
tIl . the consumption of fertiliser in India and gave the following 
data:-

"In Puunjab the .consumption of fertiliser is about 120 kgs. 
per hectare whereas in the North Eastern Region it is 
about 4.5 kg. per hectare. The consumption in other 
states is: Haryana-45 kg.; Madhya Pradesh-IO.9 kg.; 
Rajasthan-7.9 kg.; U.P. 52 kg.; . Assam 3,3 kg. Bihar 
18 kg." 

1.24 The witness was asked if Govt. had conducted any study to 
find out whether "in the 104 districts where fertiliser promotion 
campaign was launched in the productivity year (1982), there had 
been increase in fertiliser consumption. In reply, the Sectetary 
said:-

"'We have not made any study 'So· far but if fertilisers are 
applied and there is no draught and crop is not destroy-
ed, there will be increase in production by the use of 
fertilisers." 

1.25 It will be seen from the Table given an earlier paragraph 
that while the consumption of fertilisers we]),t up from the level 
of 42.86 lakh tonnes of nutrients in '1977-:78 to 64.18 lakh· tonnes 
of ~utrients (estimated) in 1982-83, the year-wise growth of con-
sumption has not been unjform. Growth of consumption which 
was 19.14 per cent in 1978-79 declined to 2.7 per cent in the sub-
sequent year i.e. 1979-80. After registering improvement in 1980-81 
(5 per cent). and 1981-82 (9,93 per c~nt), the growth rate slumped 
to 5.8 per cent in 1982-83. The Committee enquired if Government 
had analysed the reasOns for this adverse trend and if so what 
they "vere. The Secretary, Ministry of Agriculture' attribU:ted the 
fan in 'the growth rate of fertiliser consumption to the following 
'factors: -:- ' . . 

(i) increase in the. price of Urea . fromBs. 1450 to Rs. 2,000 
per tonne from 8-6-1980 and' again t~ Rs. 2,350 from 

·11-7-1981. 

. (ii) ,droughts in 1979-80 and 1982-83 affecting 38 and 42 :rilil-
lion hectares of crop respectively. ..',. ,", 

(iii) inadequacy of ch~a~credit to fanners.'· 

1.26 Asked if lower consumption in India could be due to inade-
quacies in the "distribution system itself and fall in the purchasing 
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capacity of farmers, the witness opined t.hat:-

"I would not say that the distribution system was inadequate. 
In 1981-82 our stock position was one of the highest in 
the recent past. But the purchasing capacity of the far-
mers could be less because of drought and non-avail-
ability or agricultural credit for purchase of fertiliser. 
In 1982-83 our stock position was one of the highest in 
brought down in 1979-80 the growth rate fell very steeply 
because of the adverse weather conditions. So weather 
conditions play a very crucial role, apart from the price, 
in the matter of consumption of fertiliser." 

1.27 The Committeee enquired how the per hectare consumption 
of fertilisers in the case of small and marginal farmers compared 
with that of the well-to..do farmers. In reply, the Secretary Minis-
try of Agriculture revealed:.-

"The national scenerio of small and marginal farmers is that 
they are holding only 23 per cent of land. If their ave-
rage consumption had been at the same level as any 
otber fanper, they would have consumed 23 per cent of 
the total fertilisers. But as against 23 per cent, they are 
using 30 per cent of the fertilisers,. which means they are 
cultivating their fields ~ore intensively than big far-
mers; they want to get maximum out of whatever land 
is with them. They can do even much better than that 
if they are given some incentives." 

The witness added:-

"I may also say that the. Prime Minister launched this year 
the small and Marginal Farmers Programme oi Rs. 250 
crores. In one year, Rs. 250 crores will be given to tm-ee 
categories of farmers for irrigatibn fadlities, fertilisers 
and seeds for pulses, oi~ seeds for plantation work and 
so on. We have purposely indicated to the states that 
minUtits of seeds will be given to farmers alOl1P; with 
mini-kits· of fertilisers." 

1.28 The Committee desired: to know if growth rate of consump-
tion of fertilisers could not be improved. by lowering the fertiliser 
)II'ices, a representative of the Ministry of agriculture pointed out 
that:-

"There are two factors. If you reduce the price, the element 
of subsidy will be more and that 1,\-;11 create other pro-
blems. Secondly, the major factor which affects the 
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consumption of fertiliser is weather condition. When 
the price was dropped by Rs. 100 in 1979-00, despite this 
the consumption growth rate went down drastically." 

1.29 The Committee invited attention to the Press report about 
the change in the weather cycle and wanted to know if any study 
had been made to find out, if t.hat had any effect on the croppmg 
pattern or fertiliser .consumption. In reply, the witness revealed:-

"A committee was appointed for that purpose. We got a 
note from the Prime Minister herself that we should 
examine closely whether there is a change in the 
weather conditions in the country and whether the 
change has affected the agriculture and. the other fields 
and also about the rainfall, etc. 00, leAR, 00 Meteoro-
logical Deptt. our Agriculture Commissioner and other 
meteorological experts in the country, in their prelimi-
nary report, have said that there is nothing to indicate 
that the weather has been .changing, but there is a fluc-
tuation in the weather." 

1.30 The Committee desired to know if it was a faet that indis-
criminate consumption of chemical fertilisers like urP..a., year after 
year, produced adverSe effects and made the soil-unfit for production 
of grams. In reply, a representative of the Ministnr of Agrieulture 
explained: - • 

"If you apply nitrogenous feIiiliser, sueh as urea, immttdiately 
the productivity is boosted upto 15 or 17 quintals per bee--
tare. At higher levels of production. achieved with appli-
cation of nitrogen alone., the up-take of phosphorous whieh 
is an essential constituent of protein is also increased. 
With continuous application of nitrogenous fertilisers for 
three or four years, the phosphoroUs is redu.eed to sueh 
a critical level that unless its deficienev is made up, the 
~oil fails to support normal growth of field crops. . 

leAR has been operating an All India Coordinated Scheme.on 
simple fertilisers experiments on cultivators' fields for the 
last 20 years. Earlier, we wee conducting these experi-
ments in Hissar district and now we have shifted to 
Bhiwaru district. The result of these experiments show 
that with balanced application of nitrogenous an'd ph0s-
phatic fertilisers, it is possible to maintain ,the productivity 
of these soils. 
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We shOuld have a balanced application Of fertilisers. With the 
intensive cropping andwi.th the ii1.1lroduction of hiCh 
yieldin'g varieties,thete is very heavydep1etion of the 
essential nutrients. When the depletion takes place, we 
do not replenish the required quantity. So, unless we 
make a balanced application of required quantity of fertili-
zers, th~ will be some limitation to production." 

1.31 The Committee pointed OUt "that sometimes uneducated 
fanners used wrol1g mix of fertilisers resulting in infructuous expen-
diture. Asked. if it was not possip.le to carry out surveys to test the 
soU of each district and make available to farrri.ers only that mix of 
fertilisers as would suit that soil, the' witness assuerd that:-

"This is a very desirable objective. One has to do it. I am 
told that whUe deciding about the type of fertiliser 
mtxtu.re, the soil, type of ;the area which is in the command 
of that industry is always taken into account. I do not 
knowhow intensively this particular point is taken into 
account, but, nonetheless, this suggestion will be kept in 
view and r shall communicate to the Ministry of Chemicals 
and, Fertilisers so that in future the demand of the parti-
cular factory, the typ~ of soil and crop that it has, is duly 
tak~ into account in the production programme. I assure 
you that in future while making allocation of fertiliser to . ' various States, we will try to match soil with that parti-
cular fertiliser 'that a particular manufacturer is produc-
ing. We will take into account this suggestion. Cases have 
to be checked that way and it has to be ensured tt.at the 
fertilizer mix will be kept intact. We are grateful to you 
for your suggestion." 

1.32 In a note furnished after evidence, Ministry of Agriculture 
intimated. that at present 13 grades of "Complex fertilisers" are in 
use and these constituted 34 per cent of the total fertiliser used in 
'1981.:a2. Referring to the needfor develop.Qlent and use of Bia-
fertilisers, Ministry of Agriculture intimated ill -a Note that: 

"A National. Project on the development and USe of Bio-
fertilisers has recently been cleared by' EFC. Its imple-
mentation would beiaken in hand during the course of 
the current financial year and will be completed in two 
years. The project will cost Rs. 2.82 crores." 

". 

L.33 Bio-fertilisers are preparations containing actJ'.'e strain'S of 
selected micro-organisms which provide nitrogen to crops. The 
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i!nportance of bio-fertilisers lies ~inly in theiF ability to fix atmos-. 
pheric insert nitrogen a.n.c;lxn,ake it availa.b~ as nutrients fOf a~­
tura! p.roductlon. The fixation of nitrogen is carried out by ~ 
selected. ba,cteria either in symbosis with plants or as free living 
organism in the soil. 

1.34 The COllunittee wanted. to know whether Government agreed 
that such a project shQuld have been conceived of much earlier. 
The Secretary, Ministry of Agriculture conceded in evidence:-

"We concede this type of project should have been taken up 
much earlier. The only constraint was that the prepara-
tion of culture and algae w~s quite specialised. They have 
to be done first in the laboratory. It is what is called 
'Mother culture'. From there, it gets multiplied into 
inoculum culture. We got necessary sophistication and 
training on the basis Of which we prepared this project; 
this project was under consideration between 1979 and 
1983; and finally it was sanctioned in 1983. Now we are 
takirig it up on a national scale." 

1.3.'> The Committee find that while the consumption of terti. 
liser in ID4ia bas gone up ~m the level of 42.86 lakh toDDeS of 
'D~trients in 1977-78 to &l.18 Iakh tonnes of nutrients (f..stimated) 
ia 1982-83, the year-wise growth of c;uliSumption of fertiliser has 
)lot beeD uniform. Grewth of consumption of fertiliser' which was 
11.14 percent ovel' the prteviOUs par's consumption in 1978J79 &te-
eliDed to 2.7 percen~ iuthe ~ue~ yur# i.e. 1979-18. After 
registeriD: some impl"OVemeJlt ia the years 1910-81 (5 pere~t) aQ,d 
1181-8% (9.93 percent) the growth rate slumped to 5.8 percent ill 
198!-83. The Secretary, Min.istryof ApicuItu:re attn"buted the fall 
in the growth rate of fertiliser to iIIeftl8Se in the ,nee of Urea 
in JUBe, ltIO aH July, ~ d.tougIl'ts ill 1971-10 atl l-.a3 u. 
ina~ of cheap creClit to farmers for the purchase of ferti-
lisers. : . . 1Jh. . • 

1.31 MiDistry of Agrieulfure have iIltimaW that varioas s$eps 
have e.eea takeD '1' tIaem to ItOMt ~ ~ iD ~ 
These iDdude iDeIlNEe. i:a IIomestie procilletion, import cd fwijIi-
SftS, i1Icrease ill support price of crops to II1tsorb ~ in fedi· 
liser prices: meeting~n cbaY«es on.aistri~ ., 
ff!l'tili~ upto Bloek Headquarters, increase in distribution JDarIiD 
and launching fertiliser promotion compaign etc. The Committee~ 
however, find that while the co:asumption of fertiliser per IiId8re 
of agricultural land in India has gone up from 0,5 kg. iJI 1951-521 
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to 36.6 kg. in 198243, i.e., 10 times, it is still far less than the 
coDSlIDlption levels achieved by other Asian countries. For exam-
ple, fertiliser consumption per hectare of agriculaural land m 
1980-81 was 367.6 kg. in Republic of Korea, 332.5 kg. in Japan, 66.7 
kg. in Israel, 48.0 kg. in China, 43.4 kg in. Bangladesh and 39.8 
kg. in Pakistan. The Secretary, Ministry of Agriculture pointed 
out in evidence that low level of fertiliser consumption in India 
is due to tile fact that we get rains only in 4 months during a year 
and 70 per cent of our land is wUrrlgated in which lesser quantity 
of fertilisers is used, 85 per cent of fertiliser is consumed in 30 
per cent of the area 30 per cent of our farmers do not use ferti-
lisers at all. He also stated that the prices of fertilisers are much 
higher in India than those in other countries ~d this also adverse-
ly affects growth in fertlliser consumption. The Committee recom-
mend tbat GOvernment should devise a lon~ term strategy and 
provide incentives to farmers to boost fertiliser consumption in 
India so as to bring it to the level of at'least the developing coun-
tries of Asia. 

1.37 The Committee are concerned to find that not only the 
level of fertiliser consumption in India is low, but there are -Moo 
regional imbalances also. While in Punjab the per hectare eonsum-
ption of fertiliser is about 120 kg., it is 45 kg. in Haryana, 18 kg., in 
Bihar, 10.9 kg. in Madhya Pradesh~ 7.9 kg. in Rajasthan, 52 kg. in 
U.P., 3.3, kg. in Assam and only 4.5 kg. in North: Eastern' Region. 
The Committee 'would like Government to analyse reasons for 
regional imbalance in ferWiser consumption and take appropriate 
measures to remove these imbahnees. 

1.38. The 4Jommittee are alarmed to fiDd that repeated use of 
nitrogeDous fertiliser alone reduces the phosphorous content of the 
~I and unless'this deficiency is made up, the soil fails to support 
the normal growth of crops. Since this fact is not adequately pub-
lJcised, 16e farmers using the nitrogenous fertiliser are likely to 
come to grief. The Committee would Uke Govt. to give adequate 
publidty to this fact in ~eir fertiliser promotion publicity pro-
grammes. The Committee would also like Govt. to have soUi;e4;ting 
in "II tbe districts intensified and make avlllilable to be falmers 
only that mix of tertmser which is suitable to the soil. 



CHAPTER D 

DISTRIBUTION OF FERTII·ISERS 

A Disthibu-tion Ptan 

2.1 The fertiliser requirements in the country are met through 
two sources, namely Indigenous Production and Imports. To distri-
bute the then available quantities of fertilisers through impol'ts and 
domestic production, the Government of India set up, in 1944, a 
Central Fertiliser Pool, the ensure an equitable distribution of avail-
, .. ble pooled quantities. This practice of pooling the indigenous 
production and quantities available through imports was continued 
the.reafter in respect of main Nitrogenous Fertilisers up'o December, 
1965. During this period, the Government used to 'acquire' the 
available indigenous production from the domestic manufacturers 
and pay them a retention price for the same. The quantities so 
acquired Were pooled with the imported quantities and sold at a 
unifo.rm price throughout the country. The complex fertilisers, 
superphosphate and Ammonium Chloride produced indigenously at 
that time were marked by the manufacturers themselves through 
private dealers and cooperatives. Within the States the State Gov-

. , 
ern.."nents used to indent the required quantities of nitrogenous 
fertilisers from the Pool and distribute them in the States through 
the cooperative and private dealers. 

2.2 In December, 1965, the Government of India announced a 
new policy granting freedom of marketing and pricing to the indi-
genous manufacturers of fertilisers with a view to attract more· 
capital for this capital intensive industry. This policy laid down 
that fertiliser proierts would he given freedom to marke.t their 
products through agencies of their choice. Government would, 
hQwever, have the right to take 110 fnr it~ own 'rHstrihution. 30 per 
cent of the factories' prodUction at prices to be negotiated wtih the 
factories. With the enunc;ation of the New Policy, the Government 
gave up acquirin~ the intfigenous production in phll<>eS, completely 
giving it up from 1-1-1969. The power to acquire 30 per cent pro-
duction was exercised only once. i.e. in Julv, 1972 anti that also for 
Ammonium Sulohate for a period of six months. Wi~h the coming 
i!1to fol'c~ of the New Poliev fr()m lQfifl onwards the domestic manu-
facturers were left free to choose their own channels of distribution. 
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They built up their distribution net works to supplement the then 
existing institutional channels. 

2.3 In 1972, the Government brought the distdbution of fertilisers 
by domestic manufacturers under the' controll of the Essential Com-
modities Act with a yjew to ensuring an. equitable distribution and in 
keeping with the cardinal principle of the Government policy "to 
make fertiliser available -in adequate quantity, at p,roper time, at 
proper place, ana at proper price". This was necessitated because 
in the wake of ,shortage of fer,tilisers that occurred in 1971-72, there 
were complaints of non-availability of fertilisers, overcharging and 
other malpractices. Under thi'S arrangement, a system of drawing 
up a coor~inated supply plan in the country as a whole and notifying 
it under the Essential Commodity Act w.as brought in. Ministry of 
Agriculture have intimated that preparation 6f this plan involves the 
following steps:-

(a) The requirements of each State/Union Territory/ 
Commodity Board are assessed in accordance with a 
formula adopted by the Ministry. Thls formula takes 
into, account the selection of the 'best season for, each 
Sta~ since 1969-70, levels of fertilisers consfunptiGn in 
the ,beSt season, estimation of average dosages for that 
se~n, assessment of area Under crops in the season, for 
~~ fertili;1errequirements are to be estimated, con-
ver8iQn of area under different crops in that season to 
the" standard area and, ~y' estimating the fertiliser 
requirement for the en~g, season. 

(b) From the gross requirement so ass~sed, the likely open-
, ing !rtocks ,with each State/Union Territoryl Commodity 

Board are deductedto arriv~,at the figure of Net require-
m~ts. 

(c) To the "Total requirements" is added a proviSion of 
lOper cent for. pipeline. stocks. It, is this 'Total net 
~\l~ment' ~hichis met from domestic sources and 
impGrts. 

(d) The likely availab.ility from the indigenous production is 
assessed, by the Ministry of Chemicals & Fertilisers ~nd 
intimated, to this MiniStry. . 

(e) This Ministry convenes tripartite Conferences once be-
" . fore, each cropping seas.on, with the State G~vts./Union 
il.. ~.~ T~rritory Administrations/Commodity Boaras. 



(f) At these tripartite Conferences, the requirement or each 
State/Union Territory/Cem.modity ;BGard for the ensuing 
season is finalised. For meeting the 'Total net t'equire-
ment' referred to in (c) above, a Supply Plan is. then 
dravm up. In this Supply Plan the·' supplies irom each 
manufactw"er concerned are jndicated, State-wise. This 
broadly follows the pattern of economic marketing areas 
of each domestic manufacturer concerned. 

(g) The gap between the 'Total Net ReqUirement' and the 
likely availability from the indigenous production, is 
registered wLh the Central. Fertiliser Pool to be met 
from the Imports. 

(h) The Supply Plan so dravlU up is notified in the Gazette 
under the Essential Commodities Act. 

(i) In the notifications, it is clearly stipulated that each 
manufacturer must supply 1/6th of the allocated quantity 
of each State, every month. 

(j) As a matter of policy, no State is left to the mercy of any 
one manufacturer, or vice-versa, in the Supply Plan. 
This is done with a view to avoid disruption of (;ontinuous 
supplies to any State, or area thereof in case of any snag 
in the production/Supply line of anyone manufacturer 
as well as to insulate the manufacturers against the 
possibility of being left with heavy stocks in the event 
of the· State, whom their production has been allocated, 
not lifting the allocated quantities. 

(k) The supplies from. the manufacturers and Pool Handling. 
Agencies are reviewed periodieally in order to see that 
.all States etc. are being· supplied according to the Supply 
Plan. Mid tenn corrections are promptly made, where 
called. for. . 

(1) For the supply of imported fertilisers to fill the gap' 
between the "Total net requirements" and the availa'bi. 
lity from the domestic soilrces, another Supply Plan Stale 
Wise, fertiliser-\".rise and agency wise is drawn up. This 
is also monitored regularly. 

(m) Alongwith the Supply Plan for imported fertiliser is 
drawn up a "stock plan", state-wise and agency-wise for 
the coming cQnS"lUnption season. The allotment of im-
ported quantities/shipments is made to satisfy the Su.pply 
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Plans for imported fertilisers for a particular season and 
the Stock Plan for the next season. . 

(n) The stocks of imported fertilisers are maintained at con-
venient points in all the nooks and corners of the country, 
nearest to the consumption' centres. 

(0) The fertilisers, whether imported or indigenous, are deli-
vered right upto the Block Headquarters in the country 
at Government cost. 

(p) With a view to reaching as wider an area as possible 
and in order to penetrate the interior areas, more than 
50 per cent of the fertlisers are distributed through Co-
operatives and other institutional agencies. For trJs they 
are paid higher distribution margins. 

(q) Short term loans are granted to the States to enable 
farmers to purchase fertilisers. All the policies about 
credit are oriented towards affording greater purchasing 
power to the greater number of farmers. 

(r) Small and marginal farmers are given subsidies on 
fetilisers. 

(c) Fertilisers are sold at uniforril prices throughout the 
length and breadth of the Country. 

(t) Government is indirectly subsidising fertilisers in a big 
way by keeping the cultivator's prices at levels lower 
than the cost of imports andlor cost of production of 
domestic fertilisers. . 

2:4 The Ministry of Agriculture have claimed that the above 
mentioned measures ensure equitable distribution of. fertilisers in 
the country. 

2.5 Durin£: evidence the Committee asked why under the Supply 
Plan a farmer livinS! in an area close to the fertilH;er factory had 
to pa:y the same price for fertiliser as a.vfarmer living in a fa~ off 
pllice. In reply, representative of the Ministry of Agriculture ex-
plained in evidence:-

"fertilizer is a vital input for agricultural production. That 
is as much needed by the farmer in Kanyakumari as in 
Kashmir. Fertiliser constitutes 27 per cent of the input 
of production of foodgrains. The public distribution 
issue price is common throughout the countr.y. In that 
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scenerio, the input price should also be common for the 
whole country." 

Another representative of the Ministry of Agriculture added:-

"two committees were set up by the Government. One is the 
Marathe Conllnittee and the other is the Pandey Com-
mittee which looked into the entire sector. They have 
come up with. the suggestion that the freight equalisa-
tion scheme should be phased out and over a period of 
time this should be done away with. It is their recom-
mendation and it is awaiting a final decisio~ from the 
Government. It will be gradually removd over a period 
of time so that the industries which are already set up 
in different areas do not suffer on account of this." 

2.6. The Committee e~uired if any State or Union T~ritory 
had complained about the formula adopted for allocation of fertili-
ser under the S'upply Plan. In reply, the Secretary, Ministry of 
Agriculture said:-

"No State has so far complair,ed about our system. They 
would have brought it to the notice in a general way 
dwing the Conference. On the other hand a number of 
countries in the world have appreciated our supply Plan." 

2.7 The Committee recall that during the periodic 1944' (wheD 
Central Fertilizer Pool was set up by Govt.) ""to December, 1965, the 
available indigenous nitrogenous fertilizers, afl,er being acquired from 
the dumcstic manufacturers by paying them a retention price, used to 
be pooled with the imported fertilisers and sold at a uniform price 
throughout the country. However, the complex fertilizers, super 
phosphate and Ammonium Chloride produced. indigenoosly at that 
time were marketed by the manufadorers themselves through private 
dealers and cooperatives. In Det;ember,1965 a new system under 
which indigenous manufacturers of. fertf1isers were given freedom to 
seD their products through agencies of their choice and at a prl~ to 
be determined by them was introduced. Government retained the ri2'ht 
to take up for its own distribution 30 per cent of the factories' produc-
tion at prices to be negotiated with the factories, later, in the wake 
of shortage of fertilisers that occurred in 1971-72 and com"laints of 
non-availability of fertilisers, overcharging and other mal1)raciices 
a radical change in the system of di~"bution of f"rliIise~ was effec-
ted. Government brought the distn"butio" of f"1'h';~" hv domestic 
mallufadurers under the control of the Essential Commodities Act 
with a vj~to e~ an eqnitable and tfm .. 1v dfc:t.-ibufiA11 at a rea-
sonable pric~. New that. this system -has tfftDained in operation for 



-- tbaa 10 ream, tile Coauaittee recommeDcl that Govemment 
sbouJcl, in COIISIIItation with the State Govenuuents/UDion Territory 
AdministratloDs/~ Boards, critkally .evaluate the system t().. 
liDd out how far it has' been helpful iDadliniDg the objectives _der-
lyiag the Govel'DDleDt's distribution policy and what further ~prove­
ment tall be made in the system to make it more,eftkacloas. 

, 2,8 At present fertilisers are being sold at uniform prices through- ' 
out the country and _ the equated (reigtd is in·built in thes,-e prices_ 
'!be Committee were giYea to understaad in evidence that Marathe 
Committee (1977) and Pande Committee (1980) ibave suggested that 
the freight equalisation scheme for fertilisers should be phased out 
over a period of time., The Committee trust that Government wi:! 
giv~ most careful cODSideration to the proposal for phasing out the 
freigJlt EqualisatiooSdleme in respett of fertilisers keeping in view 
the interest of the farmers in the remotest part of the country. So lOll!! 
as the equalisation of freight has to be coDtinued it should be ensured 
that there is rational movement of fertilisers and the transport cost i 
kept at the minimum. 

B, Distribution Agencies 

2,9, A statement showing the quantum of fertilizers distributed 
through (i) private trade and (ii) co-operatives during each of 
-the preceding 5 years and percentage of each to total fertilizers 
distributed is given below:-

Year 

1977-78. 

, 1978-'79 • 

19'9.8G • 

Ig80-81 

IgBt-82 • • 

---------
Total Share of 
£Crt, Coop, 
con-
8~OD iD t e 
country . 

-----
42·87 21'4:3 

51' 17 21'se 

52' !;5 23'50 

55'16 25'30 

61'GO 28·67 

(in lakh ton.TlC NP 

Pt:r- Share of Per-
centage private eentagc 
to total trade & to tCJtal 

Others 

'4g'50 21'« Se,So 

4:2' SO 29,67 57'5° , 
' -4:5'00 29'05 55'~ 

46,GO 29'86 54'00 

47'GO 32'33 53'00 
~------~----

2,10 The Ministry of Agrieulture have stated that channels for 
distribution.- of indigenous fertilizers by domestic manufacturers in 
a State are left to be ciecided by the manufacturers themselves, 



.However, most of the manufacturers have been using the ~tu­
tio.l1al ch~ in the States in a significant way. In so far as lDl-
:portec.i fertilizers are concerned, prior to May 1978, while pottasic 
fertilizers were handled and distributed by the Indian Potash Ltd" 
non-potassic fertilizers" were handled and distributed. by the Food 
Corporation of India, H;owever, from May 1978 Government have 
adopted a "multi-agency approach",'Wlder which besides the Fe I, 
the following private sector/joint sectpr manufacturers were en-
trusted the handling and distribution of . impOrted non-potassic 
iertjIisers: -

(i) Hindustan Fertilizer Corporation 
"(ii) Rashtriya Chemicals ~ Fertilizers 
(iii) Southern Petro-Chemical Industries Corp()!'ation 
(iv) Mangalore Ch~cals and ,Fertilizers. 

2,11 The year-wise agency-wise break up of cost ·of handling 
of imported fertilizers during 1978-79 to 1982-83i8 indicated below:--

(Bs, in crores) 

Agency 1978-79 1979-80 ,gSo.81 1981 •82 1982.83 Total 

SPIC 2'78 16'79 . 25'14 35'411 . 31-' 25 114-' +4, 

MCF 2,81 9'53 .17'31- 15'73 15'70 61' II 

HFC 2'4-8 3'56 " 10'58 10'74- 27'36 

RCF g'go 4-'00 4,61 1'07 13':;8 

IPL 6,68 12' 4-5 71'9 1 75'28 52'62 238'94-
FCI 121' 19 118'83 " 122'93 102'4-6 I'OC 466'4-9 

MFL I' 13 " 13 -.-1 ____ "_--..--_______ - ~ - --

'35'94 185,06 253'03 244' go 104'72 923'05 

2,12 The MinistrY of AgricUlture have, in a note, claimed 'that 
except the Food Corporation of India all other agencies have ti) 
their own marketing organisations (li)" better arrangements for 
packing of fertilizers (iii) lesser inventlry carrying cost (iv) better 
extension and promotional seFVices (v) lesser cost of handling of 
fertilizer, The Ministry have -pointed out :that the handling ex-
penses per tonne for bulk fertilizer in 1981;.82 were Rs, 726/- in the 
case of Mangalore Chem~cals &. Fertilizer and Rs. 649 in the case of 
Southern Petro-cheinical Industries Corpor-cltiOn, while these amoun-
tej to Rs. 1620.00 in respect of Food .corporation of India. 
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2.13 In order to ensure that the Cooperatives get adequate share, 
Agnculture Ministry has pre~bed certain percentage share for 
Cooperatives for each State, which must be offered to the Coopera-
tives in the first instance and if these quantities are not lifted within 
3C1 days of the oiler made (these 30 days period includes the time 
for making the financial arrangements and taking delivery etc.), the 
agencies concerned are free to dispose of the quantity so offered 
through other channels. The share fixed for ccnperatives is 50 per 
cent for Maharashtra and Bihar. 10 per cent for Orissa, 25 per cent 
for Kerala, Karnataka, Rajasthan anil Madhya Pradesh, 30 per cent 
for Tamil Nadu, 15 per cent for West Bengal and U. P. and 10 per 
cent for Andhra. 20 per cent has also been fixed for Agro Industries 
CorporatiOns in Andhra Pradesh. 

2.14 Asked whether share of Cooperatives in distribution of 
fertilizers within States had been going down aud if so whether the 
matter had been taken up with the State Governments. a represen-
t<ltive of the Ministry of Agriculture assured the Committee that:-

"We have been pleading with the State Governments and 
some of them have done well. For instance, take Gujarat, 
80 per cent of the fertilizer distribution is through co-
operatives in Gujarat. It is a direct linkage between 
manufacturers and the village level cooperative societies. 
In Punjab also, we have got focal-poin~ system." 

The Secretary, Ministry of Agriculture, added:-

"The policy of the Government is to involve the cooperatives 
more and more because their network is spread in the 
interior. Through coope,atives, we nave been able to 
link it with credit and also ensure quality of the inputs 
better than what is through the private sector." 

2.15 The Committee desired'to know whether it was a fact that 
under ,the existing multi-tier system of distribution of ferti-
lizers through Co-operatives, it is the Apex Coopersthre Federation 
~bi(!h kept a major portion of the distribution margin and left very 
little to the primary village societies. In reply, a representative of 
the Ministry of Agriculture admitted in evidence that:- . 

"By and large it started as a three-tier system when the 
main source of fertilizer was the import. At the State level 
we had' the apex federation, at the district level we had 
the marketing society and at the village level the primary 
marketing society. In the~ase of Andhra th~ apex federa-
tion is in a bad shape. But in other States you fmd that 
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this three-tier system is unnecessarily costly.... the apex 
federation is keeping a major portien of the margin and 
they are leaving very little to the village level c?opera-
tive societies with the result that they are not findIng the 
business remunerative." 

2 .16 The Committee pointed out that if there was only one Co-
operative Society in a village and that too beCOlr.es weak o~ .defunct 
due to mis-management, how will the' distribution of fertrlizers be 
a.rranged. In reply, a representative of the Ministry of Agriculture 
explained: -

"Now, \ve have the system where" there is one society for one 
village. Where there were many sodetie, in one village, 
they were considered. to be very weak societies, not viable 
societies and therefore a scheme of reorganisation of 
societies was started and processed by amalgamating three 
or four societies in to one. 'This has happl'ned to some 
extent in Andhra Pradesh an'1 in other States, it has 
happened in a much big~er way. Wh~n the cooperative 
society becomes weak or d~ft'net somEtir..les the Apex 
body or the marketing society CO~(!S ill and starts distri-
bution of fertilizers." 

2.17 The Committee are surprised to find tha.t among the public 
sector/joint sector, manufacturers 'who were entrusted with the hand)· 

in&" faDd distribution of imported DOD-potassie feriilisers uncler "Multi • 
. \.,mey" aPJ)l'O!lCh adopted by Government from May, 19'78, the 
handling expenses per tonne of hulk fertilizer have been the highest 
in the case of Food Corporation of India. For example, in 1911·82 
while the 'handling charges ,were Rs. 726 in the case of Mangalore 
Chemical & Fertilizers and Rs. 649 in the case of Southern Petro-
Chemical Industries Corpor,ation there expenses amounted to Rs. 1&:0 
ia respect of the Food Corporation Of Iadia. According to the Minis-
try of Agriculture tile muJti..ageDcy approach bas resuJtecI in an esti· 
mated saving of Rs. 235 crores in 1982-83 alone. The Committee 
would like Government to analyse why the handling charges of the 
Food Corporation of IDdia are SO high as compared to other disrtibu. 
lion agencies. 

The Committee would also Uke Government to consider whether 
similar multi·agelKY approach could be ~ in the case of potassic 
fertilizel's whkh are at perseilt being dimibuted solely by the Indian 
Petash Ltd. 

2.18 The Committee are concerned te note that though the sha.re 
of cooperatives in dfstn"batioD 01 Fertilizers in absolute terms bas 
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gODe up from 21.43IakhtODDeS~ iD1977-7Sto 28.671akh tODllrs 
'NPK in 1981~82, in terms cf'i)ereenta:re, it has comedown from 4.9.58 
per cent in 19'77-'78 t.o 47." per cent of the ti.)tal consumption in 
1981.82. It is indeed. surprising that faD ill the share of tbe coopera-

tives should come about despite Government's poli~y of encouraging 
tb~ cooperatives in this field. The Committee would like Govel'DDlent 
to- step up the share of cooperativeS in distribution of ferlilizen as it 
is only t~ cooperatives who can reaeh oat to the. far flung interinr 
a l"eas of our country. 

, 
2.19 At present there is a three-tier system of cooperatives who 

handle the distribution: of fertilizers, viz. (i) Appex Federa~.on at the 
state level (ii) Marketing Society a.t the Distr1ct level and (iii) Pri-
mary M~eting SoU~ at the Village level'. It trianspired in 
evidence that there are reports that the Appex -Level Federations 
keep a major l)Ortion ol distribut!)r's margin leaving very little 
margin for the village level ('.ooperative societies with the result 
that these societies find the distribution business unremunerative. 
The Committee recommend that the Ministry may, in consultation 
wah the state Governments/V.T. Administrations,·fix fair distri-
butars' m.3.l'gins for dift'erent levels of cooperative societies so that 
interest of cooperative societies lin clistribution of fertilizers is 
sustained. 

C. Retail· Outlets 

2.20 In order to improve the delivery system of fertilizers, a 
target of opening 15,000 additional retail fertilizer sale points was 
fixed during the Productivity Year 1982. As against this, 20,000 
retail· outlets were added. 1 

By 31 March, 1983, total number Of retail outlets has gone upto 
1~33 lakhs. The Committee wanted to know whether the number-
of re:.ail fertilizer sale point in the coUntry was considered adequate 
and if not, was there any -programme to augment the number in 
the years to come. The Secretary, Ministry of Agriculture, ~uring 
eviden~e stated: 

'·'So far as adequacy 'of the number· of retail pOints is cOn-
cerned, there are about 5 1akh villages in the . country 
and we have at ,present 1,33,000 sale points. It comes to 
about 4-5 villages per sale point. Our program.rtle for 
increasing the number of sale poilllts for 1983-84 is 15~OOO 
more. Numerically, it may appear that this number of 
sale. points is adequate.. With .15,000 more, this adequacy 
will be numericaily better ach~ved. 'But I am worried 
that th,e dis1rlbutiOn Of the ·sale points in the' interior is 
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concentrated near the Block Headquarters of the town-
ships or near irrigated areas. But I am not SO sure whe-
ther the distribution i:: as it should be in the dry land 
areas, interior areas, backward areas, hilly areas and sO 
on. Therefore, unless there is a deliberate policy and 
attempt to disperse these sale points in the interior, it 
will not be to the advantage of the backward areas." , 

2.21 When asked why the distribution of fertilizers, seeds and 
'Other inputs could not be made through village cooperatives, the 
witness assured:-

"In May 1.982, out of 1,15,000 sale points, as many as 43,000 
are through cooperatives. Your point is well-taken that 
if distribution of seeds and other inputs is made entirely 
through cooperatives in the villages, they will reach the 
interi.or. Our policy is to encourage the cooperative 
societies to take up this task of distribution of inputs." 

A representative of the Ministry however pointed out: 

"We had historically speaking, three-tier system in the co-
operative fertilizer marketing. Distribution through this 
system i~ becoming unnecessary and costly and the mar-
gin which the cooperative is getting is very low with 
the result they are not finding it profitable to get into 
the fertilizer business. In fact, some of them have with-
drawn from this business. They are suffering IGsses. 
Most of the apex level and State-level federations are 
incurring heavy losses. We have been trying for more 
storage areas of the manufacturers or of the handling 
agencies in the interior and direct link between village 
cooperative societies and the manufacturers". 

2.22 The Committee asked whether there was any scheme to give 
".incentives to those dealers who open their sale points in the inte-
rior areas. In reply, the wi,tness said: 

"Our policy is to open more s3le points in the interior and 
we are trying to get some powers by amendment of the 

. Fertiliser Control Order or through similar means to 
give some preferences to thOSe who open sale points in 
the interior or unpopular areas. I am told by my col-
lea'gue that in Maharashtra, there is some system of 
giving incentive to those dealers who open their sale 
points in the interior. We will examine that too and; if 

:5052 LS-3 
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necessw-y, we will try to encourage other States also to-
follow a similar policy," 

2.23 Tbe Committee find that as against 5 I8kh villages in the 
-eountry, there are only 1.33 lakh retail outlets for distribution of 
fertilizers i.e, one sale point for 4 to 5 Villages, During evidence the 
Secretary, Ministry of Agriculture admitted that while numerically 
the number of retail outlets might appear to be ad,equate, there was 
need to disperse these sale points in the interior to serve the people 
living in backward ar,eas. 'lbe Committee stress the need to streng-
thell the distribution system in dry land areas, interior areas, back-
ward· areas and hilly areas to ensure timely and adequate availability 
of fertilizers to fanners living in such areas. The Committee W,4!re 
given to understano that in Maharashtra there is some system of giv-
ingincentive to dealers who open their sale points in the interior 
areas, U that system proved successtul there, Government would do 
well to commend' that system to other State Governments, 

D, Movement of Fertilisers 

2,24 Tile various modes available for :transportation of fertilisers 
are Rail, Road, Coastal Shipping and Inland Water Transport,. 
Railways are the predominant mode of transportation of both 
impOrted and indigenous fertiliser in India, The following figures 
would indicate the actual movement of fertilisers by rail vis-a-vis 
total quantity distributed for the last five years: . 

Year Quantity Traffic Percentage Expendi-
distributed moved of total ture incur-

by rail red by 
Ministry of 
C&Fon 
payment 

of 
equated 
freight 

COl' 
marketing 
of Fer-
tilissersby 

(Million tonnes) 
rail/road 

(Rs, in 
crores) 

197'1-78 g'8 8:2 83'7 
J978-79 10,8 8"5 ,8'7 
1979-80 JI'9 8'2 68'9 42'33 
I~I 12' I 8'J 66'9 98•23 
Jg8I-82 JS'4 9'5 70 '8 185' 10' 
1982-83 J3'5 8'5 62·9 242'97 
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2.25 Next to rail, road plays an important role in transportation 
of fertiliser from the factories and ports. V f!lY insignificant role 
is played by the other two modes viz. Coastal shipping and inland' 
water transport. Ministry of Agriculture have in~ted in a Note, 
that "Exact Statistics about the quantity moved by modes other 
than rail are not available". 

2.26 The Ministry of Agriculture have reported that "Availabi-
lity of railway wagons for movement of· fertilisers has been satis-
'factor y ,for the last two years and continues to be so; Earlier 
shortagJ of wagons was experienced at different points of time re-
qujring transportation by road even to uneconomical distances". 

2.27 Till the end of 1980 Railways permitted movement of fer-
t11isers in piecemeal as well as in rakes and after that switched on 
predominantly to the pattern of block rake movem~nt.. This was 
done with a view to reduce the turn round time of wagons. As a 
result of change in the pattern of movement through block rake, 
railways could carry an all time record fertiliser traffic of 9.5 mil-
lion tonnes during 1981-82. 

2.28 Ministry of Agriculture have claimed that as a result of 
persistent efforts made by the Ministry of Agriculture during the 
last few years many irrational and criss-cross movements of fer-
tiliser have been largely eliminated in consultation with the Mi-
nistry of Railways and the fertiliser industry. This, it has been 
stated, brought about considerable reduction in the lead of feI'lti-
User movement as would be seen from the following figures:-

Year Average 
lead in KMs 

1978-79 1038 

1979-80 II 22 

1980-81 . 1086 

19B 1-82 :iOIO 

1982-83 949 
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2.29 Today, most fertilisers are delivered at Block Headquar-

ters, both by the domestic manufacturers. as well as by the Pool 
Handling Agencies, at Government's expense. 

-" 2.30 The Committee desired to know why the percentage of 
movement of Fertilisers by rail had been going down year after 
year so much so that from 83.7 per cent in 1977-78, it had come 
down to 62.9 per cent in 1982-83. The Ministry of Agriculture have 
adduced the following reasons for this declining trend: 

(i) Almost 100 per cent hike in railway freight during the 
last 2-3 years. 

(ii) Railways' policy to discourage picemeal movement of 
fertilisers. 

(iii) Railways policy to discourage movement of fertilisers 
through transhipment points by asking manufacturers to 
open transhipment dumps like the one opened by IFFCO 
at Sabarmati and the suggestion given to Hindustan 
Fertiliser Corporation 'at Namrup to open a dump at 
Gaubati. 

(iv) Drop in imports by more than 50 per cent from 27.59 lakh 
tonnes nutrients in 1980-81 to 20.47 lakh tonnes in 
1981-82 and n.33 in 1982-83. This traffic used to almost 
always move by rail. While at one time the volume 
used to be between 2 to 3 lakh tonnes per month, during 
the current financial year it was only 30,000 tonnes per 
month. .. __ 

Elaborating further on the depressing affect of the Railways' 
insistence on block rake movement, the Ministry of Agriculture 
have stated, in a Note that:-

"It is true that because of Railways' insistence on block rake 
movement, fertiliser industry had to resort to road move-
ment to areas where demand is low. This point has been 
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brought to the notice of the Railways with the request 
that they should offer piecemeal wagons or allow the 
industry to load. rakes for 2-3 destinations. This has 
also been agreed to as a matter of principle but rail-
ways woulCi like the industry to tie up their specific needs 
with the concerned zonal railways. The industry has 
been advised to take advantage of this ofter". 

2.31 The Committee find that of the total quantity of fertilisers 
distributed in the country, the percentage moved by rail has declined 
from 83.7 per cent in 1977-78 to 62.9 per cent in 1982-83. In physical 
termi the fertiliser traffic moved by rail has remained almost static 
around 8.1 to 8.5 milnon tonnes with the exception of 1981-82 when 
it rose to 9.5 million tonnes. Greater reliance on transport of ferti-
liser by road which is costlier, could have been one of the reasons 
for the conslderable increase in expenditure incurred by the 
Ministry of Chemicals and Fertilisers on payment of equated 
freight for marking of fertilisers which lept from Rs. 42.33 
crores in 1979-80 to as much as Rs. 242.97 crores in 1912.83. The 
decline in tb.e percentage moved by rail has been attn"buted to (i) 100 
per cent ihike in railway freight during recent years, (ii) Railways' 
polley switch over &om movelPent of fertilisers piece. meal to pre-
dominantly block rake movement pattern from 1981, (iii) Railways' 
msistence on manufacturers opening transhipment dumps and (iv) 
drop in imports. 'The Committee were assurerl in ,.,Hel1l"~ tl?":tt COlI-
sideriDg the difticulties being . faced by tbe- furti1i~r indwlstry, the 
Ministry of Railways have already covered in principle to other piece-
meal wagons or allow the fertiliser industry to load rakes for two to 
three destinations. The Committee would like the MinIstry of 
Chemicals & Fertilizers to see to it that the fertiliser! Ind:ustry 
takes adva:ntage of the offer of the Railways ud· tiles up their 
specific needs for wagons with the concerned Zonal RaIlways. 

E. Adulteration and Malpractices in FertilliseT Trade 

2.32 There are about 1.33 lakh fertiliser dealers in the countr,.. 
Cases of black marketing of fertilisers and sale of sub-standard, 
adulterated fertilisers continue to arise year after year, despite the 
fact that the Fertiliser (Control) Order, 1957 contains comprehen-
sive regulatory measures which provide for registration of fertili-
ser dealers ensuring the standard of quality, packaging of fertili-
sers, display of prices and daily stocks of fertiliser etc. DUring the 
period 1978-82 (5 years) as many as 117 cases of black marketing 
and 11,986 cases of sale of sub-standard \ adulterated fertilisers were 
detected. Prosecution was launched in 822 cases only and action 
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under the Control Order taken in 6,170 cases. Details are given 
below:-

----.---.-~-- -----
SI. 
~o. 

J. 

2. 

3· 

4· 
5· 

Year 

1971: 

1979 

19r.o 

1981 

1!l8!:! 

N". of N->. of 
C~-!S~S of ~ :\mn~·.·s 

bhck dra~' I 

mJIk~ting 
rl~t':ct("d --

N3. of NC). of 
~ampk> prosecll-
[(lund tions 
sub-stan- launched 
(hrd/::dul-
terated 

l'{o. of 
action 
t .. ken 
und,.r 

FeO 

-----------

51 26,92{ - 2999 224 2671 

d~ 2:;,33 1 27i2 161 1261. 

['j 20,954 1561 187 523 

22 33t582 3135 182 1370 

II 22.6:,7 13 19 68 315 

. --,,- --- -. ----~- .. - ... -.-~ .. ... _--- -

No. of 
other 
action 
t"ken 

29 

534-

2j6 

254 

-- -- - -

TOTAL: 117 I ,31 ,4.~8 11,986 322 61 70 1143 
----- --------

2.33 Action against fertiliser dealersfoWld guilty of selling sub-
standardladultrated. fertilisers or indulging in black marketing in 
fertilisers etc. is taken by the State Governments concerned under 
the Fertiliser (Control) Order. 

2.34 Under the Fertiliser (Control) Order, 1957 a non-standard 
_fertiliser can be sold, offered for sale, stocked. or exhibited. fo]'" sale 
:c)r distributed. after super.scribing as "Non-staudai-d" andputtiDg 
a • ex' bOth in ted colour. ·For the disposal of the non~starrdard 
fertiliser, a separate certificate of-authorisation· is needed from the 
registering authority: Price of such a fertiliser is required to be 
a.d by the registering authority _ ()n _ the -basis of analysis and 
nutrient content. The Qentral~ Go.veaaaent have, however, the 
power to exempt -any -agencies dJIItrihutingfertilisers on its behalf 
from. complying with these conditions. 

_The Committee desired to know, ,Uuring evidence,. the quantity 
(Jf non-standard fertilisers consumed during each of the last 5 years . . ~n.e Secretary informed .the Committee: 

-''The FCI holds the major quantum of ,puffer stock. -In ~ 
of the long storage, !t>me quantity of fertilisers loses 
its nutrient value. In 1980-81 they disposed of 7075.6 
tonnes, in 1981-82-1S,7991 tonnes and in 1982~83-

12029-7 tonnes of fertiliser. In respect of indigenous 
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manufacturers and other agencies, the quantum of nOD-
standard fertilisers is very. negligible." 

, . 
2.35 The Committee wanted to know why action had been 

taken in only 8,135 cases out of 11,986 cases of sub-standardladuI-
~ated fertilisers. In reply" Ministry of Agriculture explained 
that:- . 

"When some malpractice comes to notice, the matter requires 
some further investigation, including opportunity being 
given to the accused to explain his positionl ' before an 
action is taken against him. For taking action adminis-
trativeapproval etc. is also required. These things take 
some time. Therefore, in all the cases of malpractice, 
;action is not complete in the same quarter in \\' hlch such 
cases took plac~.This leaves a gap in the qua!ierly re-
port of the State Government relat~g tq the number of 
cases detected for malpractice and the number of action 
~en thereon. Moreover, in some cases of minor nature 
on1Y warnings etc. are issued by the State Govts. How-

. ever, the State Govts. have been asked to furnish de. 
tailed information on this point, which is awaited des-
pite, repeated reminders." 

2.36. Replying to the question that in case the machinery of the 
stat~ Govts. to check the sale of sub-standardladulterated drugs to 
fanners has n,ot been very effective, should not the Central Govt. 
,~o involve themselves in greater measure in this field, the Secre-

.tary, Ministry of Agriculture pleaded in evidence that:-

"The enforcement of the law is With the state Govts. we 
,can o~y:t:teIp them, cajole them, and ask them to en-
force the law more strictly. It will be helpful if we can 
have some sort . of Central assistance scheme for the ap-
point~ent of lJl,ore inspectors and ~ore laboratories so 
that there is a vast network of laboratories ,~d fertiJ,izer 
~iors' throughout the length and .. breath of CO~lltry. 
The . Govt. of India also has been sending inspectors 
periodically to difl:erent St~tes to getreports.()~ the 
basis of ,an analysis of the r.eports the ,State, Govts. are 
requ:ested to take necessary action .. We have been mak-
ing periodical· references to, the manu~act~r~rs also. We 
·often insist upon the" manufa~turer that they should also 
U;i.ke'some tlloral"responsibility, if not lega:!" We have 



34 

been relj1esting them that they should also give to the 
dealers a share and take samples and ensure that the 
farmers get the right type of fertiliser. The farmers are 
also interested in it, to see that the fertiliser of standard 
specification is sold and not adulterated. The State-
Govts. and the manufacturers have to playa role for 
this purpose." 

2.37 Reporting the result of surprise checks made by the Cent-
ral teams, :in UP and Haryana the Ministry of Agriculture have, in 
a note furnished after evidence, stated:-

(i) During the year 1982-83, 8 districts of UP namely Agra,. 
E'tah, Mainpuri, Allahabad, Mathura, Rai _Bareilly, 
Lucknow and Sultanpur were visited by the officers of 
the Ministry of Agriculture and 61 samples were col-
lected in a surprise manner. Out of these samples, 22 
samples were found to be non-standard. The analysis 
reports were sent to the state Govts. with the reauest to 
tUe action againSt the offenders under provision~ of the 
Fertmser (Control) Order. During the year 1983-84, the 
Central Fertiliser Squad again visited 8 districts namely 
Bullandshahar, Muzzaffarnagar, Ghaziabad, Meerut, 
Gorakhpur, Allahabad and Lucknow. 56 samples were 
collected during these surprise visits out of which 22 
samples were found to be non-standard. The repqrts have 
been sent to the State Govt. with the request to take ac-
tion against the offenders. The Govt. of UP has been. 
reminded in the matter with the request to inform re-
garding the type of action taken in the matter. 

(if) In Haryana, 28 samples were collected out of which 4 
were found to be non-standard. 

2.38 Replying t4) a question about adequacy of Inspectors de-
ployed to check adulteration of fertilisers, the Secretary, Ministry 
of Agriculture expressed the following view in evidence~ 

"Considering the number of samples tKat are being taken my 
feeling is that the number of Inspectors is not adequate 
in the country to meet this demand. There is a system 
by which regular Inspectors are appointed on a full time 
basis; there is another system by which Inspectors are 
appointed on a part-time basis under the Fertiliser Con-

l ~ lr?l Order so tbat they are authorised to take samp.les 
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and test them. Even if I take a sample, it will not be 
valid in the court of law. Having taken a sample, it 
has to be tested in a notified laboratory. This notifica-
tion about a laboratory and the person who is authorised 
to take a sample has to be done by the State Government 
According to the information, in the whole country, there 
are about 580 full time Inspectors. Though the complete 
and u~to-date information is not available, there are 
some States like Andhra Pradesh, Assam, Bihar, Karna-
taka, etc. where the part-time oflicers who have been dec-
la:fed as Inspectors are 11,337. So, the total is between 
11,000 and 12,000 as per the infotmation available with 
us. It may be a little more also. 

2.39 Asked if it was a fact that the adulteration of fertilisers" 
\vas aftecting the Small and marginal farmerr. ~ore because it 
~e they who purchased loose fertilisers, a representative of the 
Ministry of Agriculture conceded:-

"Those farmers, who can not purchase full bag, take only 
lOOSe fert11isers. In their cases the adulteration is taking 
place. Therefore we decided to sell it in small packages, 
so that chances of adulteration may minimise.'" 

2.40 The Committee wanted to }mow if the Fertiliser (Control) 
Order should not be amended to make the control or sale of adul-
teratedlsub-standard fertiliser tighter, the Secretary, Ministry of 
AgricultUJ'e assured that:-

lithe purpose of control order is to ensure equitable distribu-
tion of fertilisers of good quality and at reasonable pri-
ces. In order to achieve these objectives, 64 amend-
ments have been issued from time to time. With the 
revision of Fertiliser Control Order which is on the an-
vil, the objectives will be achieved ... The Control Order-
itself has been reviewed and a revised fertiliser Control 
Order will be issued shortly in consultation with the" 
Ministry of Law." 

2.41 The Committee are pertorbed to find that despite the fact 
(bat the Fertiliser (Control) Order, 1957 contains comprehensive "re-
gulatory measures wlhich provide for registration of fertiliser dealers, 
ensuring the standard of qoality, packaging of fertilisers, displa,v of 
prices and dally stocks, malpractices like black marketinl and sale of 
sob· standard and adulterated fertl1isers are rampant. Ministry of 
Agoricultore have report,d that during the last 5 years (1978-82)., 
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;as many as 117 ca..~s of black marketing and 11,986 cases of sub-
standar4/aduJteratedf~rtilisers were deteGted. ,~ti'u was laUD-
ched in 822 cases, action was ~en .... der. ~e ,~entr,al )p,der in 6170 
cases, and '~Other" action .,as_en in IJ,fJ .C8!!eS. > It~irecl in 
evidence that a,revised Ferti1iser(C(aD.trctl) ,Order ~ly to be issued 
shortly in consultation with the Ministry of Law. TIle Committee feel 
that if the existing Fertiliser (Control) ()rder, 1957 has failed to check 
such maJpractice$. ,in., the fertiDser. trade, ,the PI1WQSed~vlsed Control 
Order sho~d pro1lide for a, stricter con".ol and JDor,e $iqgent penalties. 

2.41A The Secretary, Ministry of Agriculture plt!aded in evidence 
that as the enforcement of the Fertilii;er(Control) Order is tb,e res· 
ponsibility of the State Governments "we can only help them, cajole 
them and ask them to enforcetb,e law more strictly." He pointed 

. out that the Centtal. Government had ~n sending th~ir own ~ctors 
On surprise checks. For eumple,4giing m~-83,. inS districts of 
UP where sm,prise c~ck was carried. out" 22, qut of 61 ~pleS were 
found non-standard .. In the su~qu~n~.year i.e~ 1983.84insJlJ,'Prise 
checks conducted in UP by the Central Fertilizer Squad 22 out of 56 
samples collected, were found to. be non.st;m..dard.JJ:ow,ever in Bar· 
yana only 4, out .of28 samples were ,fo.-d .Q~~~: The Com-
mittee .reconunend· ,that the State Governments. should be advised to 
str,engthen. ~tjgJlten \,~eir .t~~~ol 'o~ the ~tt.ibuti~n 'network to 
ensure avaiJ3bilitY of ~rtilisers' of requisite quality at fixed prices. If 
the existing nQJDber.of Inspectors (~rtedto be~ full time. aDd 
11,337 part.tiMe) is iDadequate to cope with this task, ~ir strength 
should i be ~Iy iacreased as early as possible ~th ass~~ iP~· 
vided by the Central Government. 

P. Storage 

2.42 For any distribution ~ystem to be efficient and successful, the 
existence of well-maintained, well-spread and well-run chain of storage 

. points is a must: The role of. the Ministry of Agriculture in the distribu-
tion of fertilisers. therefore. extends to this field also~ The broad guide--
lines are provided by the Ministry of Agriculture.. It also reviews the 
position of availability of adequate storage space at all the required plac-
es. In so far as imported fertilisers are concerned,adequate stocks are 
maintained in over 50(} Centres at points nearest to the consqmption 
centres. 

2.43 The Minist!"'! of Agriculture haw intimated that according to 
Central Warehousiop. Corporrotion. <\tate Ware-housing Corporations. 
NCOC and tbe Food Corporation of India approximately 9 million too-
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'nes capacity is already available with them. The break up is as 

iUnder:-

--------------

I. Central W.u-ehousing Corporation 

'2. Central W~rehowillg Corporation. 

3, N Itional C::JOp"rative Development Corporation. 

4. Food Corporation oflndia 

Storage c~picity 
(lakh to nlle~) 

17'0 

3J'0 

37'0 

3'0 

_ 9 1 '0 

2.44 Answering a question about the stocks of fertiliser layfug with 
the Food Corporation of India, a representativ~ of tIle ~mistry of Agri-
culture indicated in evidence that as on 1st July, the stocks of Fertilisers 
were as under:-

1979 

IgBO 

19BI 

Stock 
(in L"kh tonnes) 

2.45 According to Press Reports, in August, 1983, Govt. announc· 
ed a rebate of lOper cent on sale of stock of imported fertilisers lying 
with theFCI for more than two years. Such stock consisted of 9.071akh 
tonnes of urea and 3.871akh tonnes of OAP. This rebate was over and 
above the reduction in prices to the extent of 7.5 per cent. 

2.46 During evidence, the Committee desired to know the basis for 
allowing 10 per cent rebate on FOI's stock of imported fertilisers. In 
1q)1y, a representative of the Ministry of Agriculture explained:-

"The basis for arriving at this 10 per cent has nothing to do 
with the comparison -af ·prices outside. It is Dure and sim-
p1e economics. If the speed at which the FCl have been 



able to dispose of these stocks particularly during the last 
..;.._ few years were to continue, they may take 4-5 years to dis-

pose of all the stocks. But this will mean a very heavy 
inventory cost. We feel that if we can dispose of these 
stocks -within 2 years, it can lead to a saving of Rs. 13()' 
crores to us. We are utilising this inventory cost saving in 
two ways. Firstly, the agencies which have been involved in 
lifting the stocks from the FCI godowns are required to -
re-pack using absolutely ne~ bags and total re-standardisa-
tion so that the weight is pedect. Naturally, they will in-
cur certain expenditure on this. They may also have to keep-
the stock for two er three months and that will add to the 
inventory cost." 

2.47 Asked whether it was a fact that the fertilisers on which rebate-
was allowed h1d lost some of its nutrient value, Secretary. Department 
of Food stated "I am told that they have not lost their nutrient value 
and that they are all right. The only thing is that they have become two 
years old .... " Secretary, Ministry of Agriculture added: "What was 
worrying was the fact that the age of the fertiliser had been going long-
er. Some of the fertilisers were very old-two to five years." 

2.48 Asked to state the steps taken to improve the turnover, the 
witness said:-

"The fertiliser stock with the Fe! was only 11.74 lakh tonnes 
in 1978-79; it went upto 17 lakh tonnes in 1982. We got 
a little worried about this increased stock with the Fel. 
They did not have their own market. We suggested that 
they should try to sell this fertiliser in those areas where 
there was shortage of fertiliser. Then they started their own· 
marketing network. Due to our determined effort to reduce 
the stock of fertiliser and the cooperation that we got from 
the FCI we have been able to reduce the stock of fertiliser 
with th~ PCI from 17 lakh tonnes in 1982 to only 13.7 
lakh tonnes in 1983. We hope this stock will move into the . 
field very fast." 

2.49 In reply to a query whether it was a fact that sometimes State 
Govts. had not lifted the fertilisers allocated to them resulting in· 
accumulation of stock, the witness explained:-

"If we find that certain States are not lifting fertilisers-or rever-
se may also be true i.e. States are prepared to lift, but the··_ 
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manufacturers are not able to supply fertilisers or the pool 
~andling agency is not in a position to supply-we try to 

.adJust the requirement and supply in which a manner 
that the requirements of the various States a£e met with 
as much satisfaction to all concerned as possible. As Mr. 
Gangopadhyaya said, for certain reasons beyond our con-
trol-e.g. where the assessment for a particular year does 
not come true, and as had happened in the case of Food 
Corporation, the State Govts. are not able to utilise the 
allocation that we made at the Centre. It is also import-
ant that imported fertilisers are supplieCl only to meet the 
deficit arising out of shortage of indigenous fertiliser, i.e. 
to the extent the manufacturers who are allotted particular 
States are able to meet the full requirements of that parti-
cular State, to that extent· the imported fertiliser is not 
used." 

"2.50 Dealing with the impact of weather on the turnover of Stocks 
<of fertilise1'S, the witness as~ted "we do tuning every month. But if the 
whole country suffers from widespread drought, as happend in 1979 
·and 1962, then perhaps the inevitability of certain stock piling up 
·with some agency is there." 

2.S1 The Committee are unable to appreciate how FeI could 
accumulate nearly 13 lakh tODnes of 2 to 5 year old stock of impor-
ted fertilisers which had to be disposed. of at prices redD~ to the ex-
tent of 7.5 per cent with a further rebate of 10 per cent. They feel 
'that such a situation could not have developed unless the-imports and 
·distribution were not properly synchronized over a period. 11aey, 
recommend that the position should be examined in depth to asc~rtain 
the reasons for the accumulation of stoctt of imported fertilisers with 
the FCI. fix responsibility for lapses of various levels, if, any, aDd 
suggest . improvement in the systems and procedures in this behalf 
to 'prevent recurrance of such unpleasant and costly 'situations, 



\ CHAPTERm 

FERTILIZER PRICES 

A. Expenditure on Procurement and Distribution 

3.1 According to the data furnished by the Ministry of Agriculture 
the budget estimate, revised estimate and actual expenditure on the pro-
curement arid distributiOn of fertilizers during the yects 1977-78 to 
1982-83 was as under:-

Year Budget Revis~d Final 
Estima- E.~tima- Grant 
tes. tes. 

1977-78 434. 14 549'69 504' 16 

1978-79 567"86 77°'01 755"01 

1979-80 635'66 887'90 858 '90 

1980-81 989'S I 1314'31 13 14'SI 

1981-82 1238'70 1163' 70 1113'70 

1982-83 1174' 34 593'33 539'33 

(Figures in CroTes of Rs.) 

Expendi-
ture 

500 '96(- ) 

752'05(- ) 

856 '62(- ) 

1311' 82(- ) 

IJ 1.8' 22(- ) 

539'24(-) 

3'20 

2'''5 

2'28 

2;48 

0'48 

0'09 

Sa.vings 
and % of 
Savings. 

0'64 

0'S9 

0'25 

o· 19". 

0"04' 

O· 02" 

Fertilizers are obtained from two sources viz. domestic production 
and imports. For equitable distribution of these fertilizers, the indigen-
ous production of various manuf~cturing units is allocated by the Cen-
tral Government to different States as per the needs of differnt Statsl 
Union Territory\Commodity Boards. Imported ferilizers are used by 
way of residual supplies to cover deficit registered with the Central 
Fertilizer Pool. This pool was set up in 1944. The financial support for 
the oper~ons of the Pool is provided under non-plan Scheme. The 

I 

40 
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year-wise expenditure and revenue of this Pool has been indicated 
under:-

as-., 
r 

_._----
Year Expenditure Recovery ~rcent;-ge 

Sho,·tf-dl 

,-_ ... - .. -------_._--
1978-79 752'06 631' 98 15'9 

1979-80 H56' 62 574'82 33'0 

IgBo'-81 13 11 '83 976'57 25'9 

l~r-E2 II 18' 22 1018'00 9'0 

T982-83 539' 24 ~1l3'57 10'3 

·3.2 Ministry ot Agriculture have intimated that the following 
amounts of ~ub.,idy were paid by Govts, on indigenous and imported 
fertilizers since 1978-79 :-. 
--_ .. 

Year Indigenou:o Imported Total 

Rs, in Crores 

19'78-79 ' 172'17 120'08 a92'25 

1979-&> 320'87 282'00 602- 87 

1980-81 17°'00 335'00 505'00 

IgSl'-811 275'00 100'22 375'22 

1982-8g 550'00 55'67 605' 67 

~- - -"'--._- ---------- --------
1488'04- 892'97 2381 '0 [ 

1.3 The subsidy is given at source to the manufacturers in res-
pect of indigenous fertilizers for covering cost of production: mar-
keting. transportation, etc. In the case of imported fertilizers, the 
subsidy is a difference between the expenditure incurred by the Gov-· 
ernment for import, shipment, handling at the ports; transportation, 
warehousing etc. and the realisation of the Government on the ba"is 
fA. tile statutorily contrdlled prices minus distribution margin and' 
bandling and' transportation cost. 

3.4 The Secretary, Mjnistry of Agnculture informed the Commi-
ttee ~n evidence that Distribution Margin on Distribution of fertilisers. 



is allowed at the folJowing scale:-

(a) The distribut:on margin before 15-8-1981 was Rs. 115 
per tonne of Urea for cooperatives and Rs. 105 per 
tGnne of Urea for the private and other sectors; 

(b) From 15-8-81, distribution margip. was raised on ad hoc 
ba.llis tfJ Rs. 140i- for the cooperatives and to Rs. 120i-
for the non-cooperatives. 

(c) From 20-5-83 the distribution margin was further raised 
from Rs. 1401- to Rs. 150\- for the cooperatives and 
rrom Rs . .1201- to 130\- for the other sectors. This was 
done after considering the RePort (April 1982) of the 
Fertilizer Planning and Development (India) Ltd., a public 
sector undertaking. 

3.5 The witness explained that the increase in distribution mar-
gin was necessitated primarily bec~se of the high-inventory carrying 
'Costs, rise in the 'price of fertilizers, increase in the transportation 
-cost, increase in the price diesel as also increase in the storage char-
ges, the increase in the rate of interest as also increase in the handling 
-e'penses. 

3.6 A r~tention Price Scheme is in operation since November, 
1977 to ensure tha~ if a fertilizer plant operates at 80 per cent 
capacity utilization, it gets a return of 12 per cent (post-tax) on its 
cost of productoin. The consumers are supplied fertilizers at statutorily 
fixed retail prices which are uniform through the length and breadth 
-of the country. These prices are as under:-

Product Prices during Prices fixed from Prices fixed from 
10-3-79 to 7-6-80 8-6-80 11-7-81 

Urea (46%) 1450 2000 2350 

(26%) . 

Muriate of Potash 805 1100 1300 

'Di-ammGMUm Phos-
phate . 2200 30 50 3600 

1.7 Ammonium Sulphate, Ammonium Chloride, Calcium Am-
rmonium Nitrate ar..d Zinc Sulphate are outside t~e ambit of stl\tutory 
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.cOlltl'ol. The Committee desired to know why these fertilizers had 
been left out. In reply, the Ministry of Agriculture have explained, 
.in a Notethat:-

, 

,(i) the consumption of these fertilizers is low; 

(ii) Ammonium Sulpbate and Calcium Ammonium Nitrate 
are mainly used forca;h crops and plantations; 

(iii) Ammonium Chloride is largely used for industrial pur-
poses. Statutory fixation of price of this fertilizer may 
result in its unauthorised diversion to industrial use; 

if (iv) Zinc; Sulphate is a ne~ferti1izer and its use on large scale 
has yet to pick \Jp. Besides, it is manufactu'r«rl in the 
small· scale sectCj and it would b~ex(remely difficult to 
fix Retention Price for this fertilizer. 

3.8 The Committee desii'ed to know what factors were 'taken into 
.. count while fixing retail prices of fertilizers. In reply, the Ministry 
·of Agriculture have intimated the following factors:-

(a) the .cost of production of ind!genoHs fertilizers, 

(b) the C&F cost handling and distributi9~ expenses etc. of 
imported fertilizers, 

(c) the ability of farmers to pay, 
, . 

(d) the need for promoting the use of specific grades of 
'fertilizers. 

3.9 Defending die 38 per cent hike in fertilizer prices in June, 
1980 and 18 per cent ri~e in July, 1981, the Ministry of Agriculture-
have stated rhat:- ,. 

(8) The increase in the prices of fertilizers in 1981 was effect-
ed in the light of the Cabinet decision to peg the fertili-
zer subsidy at the same level as in 1980-81; 

(b) In regard to the cost of prod'..lction of indigenous {ertili-
zers, there has been an increase in prices of Naptha, fuel 
oil, Potash, coal, power etc. The increase was of the order 
of 331 croresbetween 1980-81 and 1982-83. During thi!! 
period ral freight was increased by about 80 per cent. 
The- price ('f g~<l which was Rs. 330'- ner thousan.d cubic 
meter upto 1981-82 went upto Rs. 15501- per thousand 

50S2Ls--4. 
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cubic meter and iurther upto Rs. 2170\- per cubic meier. 
Similarly. Naptha which was priced at Rs. 650j- . per 
tOlme ill 1979-80 increased to Rs. 1450i- per tanned. 
1981-82. 

(c) As re-gards imported fertilizers, the cost of handling an.d 
distribution has gone up marginally mainly becaus,"" of: 

i 

(i) increase in freight charges, both rail and road. 

(ii) Larger inventory . holdings by some handling agents 
due to lesser off-take. This was because of increase 
in indigenous production and lesser . demand due to 
drought conditions. 

3.10 The Committee asked if it was not possible for Government 
t~ enc;ure that prices of fertilizers once fixed remain stable for a few 
years.. In reply, the Ministry of Agriculture have intimated that:-

"The cost of production of indigerious 'fertilizers has been going 
up because of rise in price of inputs, raw-materials, freight 
charges etc. Th'e burden of subsidy on both imported and 
indigenous fertilizers has also been increasing as a result 
of escalation in cost of production of indigenous~fertili7ers 
and cost of imports. As a result; the.prices of fertil~ers 
had to be revised upward in 1980 and 1981. However, 
from July, 1981 till June, 1983, there was no ohange in 
the pri,ces of fertliizers and price stability was maintained, 

Fertilizer prices have been reduced ,with effect from June. 
1983 by about 7.5 per cent. 

3,11 At present retail prices of fertilizer are uniform througho~t the 
country with the result that small and Ma .. ginal. farmer gets ferti-
lizer at the same rate as a rich farmer. Asked if it would not be advis-
able to introduce dual pricing, a representative of the Ministry of Agri-
culture opined that:-. = 

"Price of fertilizer to the consumer is uniform throughout the 
country whether to the m~Tginal Or small fttrmer but there 
are various schemes for small and marginal farmers by 

which certain State Governments are giving certain conces-
sions. Dual pricing in fertilizers will lead to lot of mat-
practifes in the rural sector." 
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3.12 The comparative prices of fertilizers paid by the farme~ per 
100 Kg. of plant nutrient in different countries during 1980-81 were as 
under:- . 

\ '------ ~-----------~--.----

(Rs. per 100 kg.) 

AlS Urea SSP MOP DAP 

---------- - --.----~-- ----~--~ 

India i 87 48+ 21 3 

276 26, Egypt) • 
, I 

Banglaci.csh 

Korea-Rep. of . 551-

34 1 

449 

169 
117 

Pakistan • 372 375 259 '73 
Denmark. .. 5:17 f2:l 711 276 

France ~r.6 26g 

U.K. 550 

3.13 The conimittee wanted to know why fertilizer prices were 
higher in India than in many other countries. In reply, the Ministry of 
Agriculture have pleaded in a note that:.-

• "It is true that the prices of fertilizers in India are higher thail 
in many other countries. However, fertlizer prices cannQt 
be seen in isolation. They have to be compcned with other 
prices also. Besides, they have to be seen in relation to 
output prices. In 1979-80,' nitrogen prices/paddy price in 
India was 3:32. In Philipines, this ratio was 3:35 and i.n 
Nepal 4:68. Thus in comparison to these countries the 
cost benefit t:atio was better for the farmers. Another reJ;l-
son behind btigh prices of fertilizer is high cost of inputs 
for the manufacturer of fertilizers. These have risell very 
sharply during the last few years resulting in increase~. of 
fertilizer subsidy to very high levels and thus consequently 
increase in fertilizer prices. However, to give the farmer 
a better cost benefit ratio, the Government of India re-
duced the prices of fertilizets by 7.5 percent on 27th June, 
1983. Besides more than 2 years Old FCr fertilizer was 
reduced in price by a further ~ 0 per cent." 
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3.1. The Committee note that a Central Fertilizer Pool was set 
up as back as in 1944: for procurement and distribution of indige-
nous and imported fertilizers. The financial support for the opera-
tion of this Pool is provided under non-plan scheme. The Com-
mittee fiDd that though during the last 5 years (1978-83) the 
revenue of this Pool had always fell short of' 'its expea.diture, the 
percentage shorfall has come down from 33.0 in 1979-80 to 10.3 ill 
1982-83. The Committee feel that there is scope for economy in the 
cost of the operations. 

3.1S The Committee find that before 15 August, 1981 distribu.tioa 
margin was allowed to cooperatives at the rate of Rs. 115 per tollJ\e of 
Urea and to others at Rs. 105 per tonne of Urea. From 15 AH«Ust, 
1981, the margin was raised on ad hoc basis from Rs. 115/ to 
Rs. 140/- per tonne for the cooperatives and from Rs. 105/- to 
Rs. 120/. per tonne for otl¥r. On 261 May, 1983 this margin was 
again raised to Rs. 150/- per tonne for cooperatives and Rs. 130/- per 
tonne for other Sectors. The last increase was based on the Report 
(April, 1982) of the Fertilizer Planning and Development (India~ Ltd. 
The Committee would like Government to consider how far it is prac-
ticable that instead of fixing the distn'bution margin as a fixed sum per 
tonne. it may he in terms of a fixed percentage on sales. This would 
obviate the need for frequent revision of distribution margin. If, 
however, this is not possible, it should be ensured that there 
:;hould be prompt revision at periodic intervals say once a year 
lIeving regard to all factors. 

3.16 The Committee find that the retail prices of fertilizers per 
108 Kg. of plant nutrient that the farmers in India have to pay 
the highest as compared to what their counterparts paid in other 
countries viz. Egypt, Bangladesh, Republic of Korea, Pakistaa, 
Denmark. France and U.K. Despite the fact that droughts of 1!t7!t-
80· and 1982-83 had eroded the paying capacity of fanners in India. 
Govel'Jtment increased the prices of fertilizers to the extent of 35 
per cent in June, 198.0 followed by another hike of 18 per cent in 
July, 1981. The Ministry of Agriculture have pleaded that 1981 
increase was effected in the light of the Cabinet decision to peg thp. 
fptilizer subsidy at the same level as in 1980-81. It bas been pointed 
oot to the Committee that the price of Gas has gone up from 
Rs. 330/- per thousand cubic metre in 1981.82 to Rs. 2170.00 aad 
that Of Naphtha from Rs. 650/- per tonne iR 1979.80 to Rs. 1450.00 
per tonne in 1981-82. Whatever may 'be the justification of these 
two hikes~ the result was that the growth rate of fertJDzer COll-
st1mpt;on which in 1978-79 Was 19.4 per cent slumped to 5.8 per cent 
in 1982-83. Govemment had, therefore. to reduce the ~~rtili7.er 
~es by 7.5 per ceat in Jane, 1983. TIle Committee emphasise 
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that the fertiliser prices should be such as the small farmer can 
afford. Special discOWlt in prices may be allowed for specified cate-
gory of purchasers during the post-drought period to en,able the 
farmers to make the best use of the credit facilities made available 
to them. 

B. Grant of Short-term Loans to State Governments for procurement 
and distribution of Fertilizers. 

3.17 The quantum of short-term loans sanctioned to the State Gov-
ernments during the last 5 years was as follows:- , 

Year 

1973-79 . 

1979-tto • 

1~81 • 

IgSl-82 • 

IgS2·83 . 

Amount asked 
fur by States 

138'61 

264' 12 '.' 

313'01 

393. 63 

488'89 

-Budget provi-
sion available 

125'00 

136'00 

200'00 

200'00 

25°'00 

IR •. in crores) 

Amount Perce!;t8ge 
sanctioned shm·tfall 

125'00 10 

136 '.00 4-B" 

200'00 36 

200'00 49 

25°'00 49 

3.18 It will be seen from the above Table that during the last 5 
year period, except in 1978-79, when percentage shortfall in meeting 
tfIe requirements of States was less than 10 per cent, this shortfall had 
ranged between 36 to 52 per cent. 

3.19 Short-term loss are sanctioned to the State Governments 
separately for Kharif and Rabi seasons for purchase and distribution of 
agricultural inputs viz., fertilizers, seeds and' pesticides and/or any 
special programmes like the advance purchase of seeds for bringing 
new areas under pulses comprehensive plants protection measur~ on 
compact areas basis for important crops etc. The assistance is to be 
given only in kind and no cash payment is required to be given to 
farmers or group of farmers. 

3.20 The period of loan is 6 months from the date of drawal by 
the State and repayment to the Centre commences from expiry of this 
period. The rate of interest on these loans is 6 per cent. Rebate for 
prompt repayment/interest is 1/4 per cent and the penal rate of interest 
in the event of d~fault in the repayment!interest pa~ent is 8i per cent. 

3.21 The Committee. desired to know why it had not been possible 
for the Central Government to meet in fun the reguirements of State 



48 

Governments for short term loans, In reply the Ministry of Agricultur~ 
explained that:-

"It is not poss~ble to meet in full the demand of, the State C-ov-
emments' for short-term loans due to iriadequate avaiI~i­
lity of fundS, The demands of the State Governments for 
short-term loans are much more than the budgetary pro-
vision of, funds for the purpose," 

3.22 The Committee cannot look with equanamity the fact that 
the Central Government had not been m~ting in full the requests of 
State Governments for short term loans for purchase and c&tribution 
of agricultural in,.ts including fertilizers. Between t~ years 1979.80 
to 1982.83 the petcentage shortfaH in meeting the States requireme~ts 
ranged between 36 to 49 per cent. The CODimittee have been in .. 
formed that these shortfalls were due to "inadequate availability tlt 
funds." The Commi~ emphasise the Reed for a larger allocation 
for this purpose so daat it may be pGSSI"b1e to accommodate the nee~' 
of State Govel'DllleDts for such loans to a larger :~xtent than wbat h.,,, 
been posst1tle in die put. 

C. Credit to Fanners for Purclulse of Fertiliz .. s 

3,23 The quantum of credit made available to f1frmers by Co-
operatives and Commercial Banks during the last 5 years was 3S 
fol1ows:-

Year 

--- .. _. __ . 

1978-79 

1979-80 

1980-81 

I gil 1-82 

1982-83 

Value of 
fertilisers 
"urchased 
by farmers, 

---------_. 

161 7'72 

. I59 I'68 

23 I2 '62 

29C)6'Q3 

3162'0-4-

-----------' ------
F ertilizer Fertili~er 
credit by credit by 
cooperatives commercial 
to farmers banb to 
(R~. in farmet'!l 
.crores-'-kind 
component) 

-4-14'8g 

456'I2 

484'2-4-

597'12 

IO~'l' 72 

I14' 03 

I21'06 

149'28 

Total Gap 

._----------

5I8'6I 12% IIl99'I( 

570'15 36% 1021'53 

605'30 ,26% I707'32 

7-!-6'40 25% 2249'63 

Ggg'94 174'g8 8,...'92 2Be~ 2287'12 
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·3:24 A non-official in a memorandum to the Committee pointed 
out that: • 

"There are State level, District level and Tahsil level co-
operative marketing federations i societies engaged in 
distribution of fertilizers and other inputs required for 
agric'ultura! operations. . At the grass-root level the 
farmers get their supplies of fertilisers from the primary . 
agricultural. credit societies. In order to ensure that 
distribution of fertilizers does not burden the farmers 
with any additional cost in the pursuit of production 

• • activities, this activity should be termed as activity 
, i: akin to agricultural operations so that concessional 

refinance from the NABARD to the farmers through the 
three tier cooperative. credit structure eould be made 
available." 

8.25 The Committee wanted to know the reaction of Govera-
ml!Dt to the aforesaid suggestion. In reply the MiDistry of AIdaul-
ture have in a note stated:-

<a> NABARD CODSiders fertilizer Stocking by MARKFBD 
and Societies u a trading activity and, th&refore, has kept 
higher rate of interest for this activity. It may be pobltecl 
here that the strategy was not so in 50s when both the 

. credit limits that is for agricultural credit and for fertili-" 
zers trading was given by RBI at the same rate. 

(b) ~For societies and MARKFED, the rate of interest pres-
cribed by NABARD till last year was 17.5 per cent. It has 
now been reduced w.e.f. 1st April 198'3 to not exceeding 
16.5 per cent. ' 

(c) Regarding private trade, the earlier rate of interest varied 
between 18 to 20 per cent. It has now been· reduced 
w.e.f. 1st April, 1983 to 

(a) Upto Rs .. 5000/- credit limit 11.50 per cent. 
(b) Rs. 50001-. to Rs. 250001- Credit limit 14.0 per cent. 

-
Ie) Over Rs. 25,000 not exceeding 16.50 per cent 

3.26 The Committee lUe concemed to find that during the last 
:; yeaN (1978.79 to 1982.8~), tbe qnantum of c"edit made aVlilnabl,~ 
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to farmers by cooperatives and Commercial Banks together was only 
about 25 to 36 per cent of the value of fertilizers purchased by farmers. 
The Committ,ee suggest that the credit facilities sbould be increased .. 
Further, NABARD considers tbe fertilizer stocking -by MARKFED· 
and Cooperative Societies as a trading activity and bas therefore kept 
a higber rate of interest for this activity_ A non-official has urged 
tllat ''tbis activity sbould ~ termed as activity akin to agricultllraJ 
operation so that concessional refinance from the NABARD to the 
farmers though tbe three tier cooperative credit structure could bt>-
made available." 'The Committ.~e feel tbat tbis suggestion dese ... n~" 
sympatbetic conOderatioR •. 



CHAPTER IV 

QUALITY CONTROL 

A. Quality Control Laboratories 

~.1 Besides the Central Fertilizer Control Laboratory at Farida-
bad, there are 36 Fertilizer Quality Control Laboratories in the 
States--':5 in Andhra, 4 in Tamil Nadu, 3 in U.P., 2 each in Gujarat, 
J&K, Karnataka, Keralu, Madhya Pradesh, Maharashtra, Orissa, 
Rajasthan West Bengal and 1 each in Assam, Bihar, H.P., Haryana, 
Punjab & Pondicherry. The total analysing capacity of these Labo-
ratories is 57,770 fertilizer samples a year. 

4.2 State-wise distribution of Fertilizer ['.antrol Laboratories and 
their ~ analysing capaci~y during 1981-82 was as follow:-
-----" ----"-- -~-~-----"" ------------

SL 
No. 

State 

I. Andhra Pradesh . .0\ . 
2_ Assam 

3. Bihar 

4. Gujarat 

5. Himachal Pradesh 

,t-,f. Hary;ma 

7. Jammu & Kashmir 

8. Kamataka 

g. Kerala 

10. Madhya Pradesh 

II. Maharashtra 

12. Orissa 

13. Ptmjab 

14. Rajasthan • 

15- Tamil Nadu 

16 t'ltar Pradesh~: 

17 West Bengal .-
18 Pondicherry 

Central Fertilizer Quality Control & 
Training Institute . 

ALL INDIA 

No. of Labs. 

5 

2 

2 

2 

2 

2 

2 

2 

2 

4 

3 

2 

37 

TotJi analysing 
capacity in the 
State (1981-82) 

120 

2000 

1000 

1200 

1000 

3500 

1000 

7000 

350 

5000 

57,770 
-----------------
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4.3 Ministry of Agriculture have intimated that the numbe.r of 
;samples of fertilizers drawn during the last 5 years were as under: 

-------- -------
1979 Total 

- -------- - -- --- -- - ---- ---- - ----- ---
Sample. Drawn. 23.33 1 

---------.-------- ----- -- -----------

4.4 It has been stated that use of fertilizer has major influence 
on yields and earning of the farmer. Farmers are really not in a 
position to examine the quality of fertilizer and as such they are to 
rely on the information supplied by the producer or the dealer. 
Adulterated fertilizers can cause serious damage to the soil and also 
to the .crops. The economy of -farmers may be badly affected by 
~uch fertilizer. :i 

4.5 The Committee desired to know th'e basis on which the num-
ber of fertilizer control laboratories that a State should have is 
deteonined. In reply, the Secretary, Ministry of Agriculture ex-
plained in evidence that:-

'The establishment of these laboratories is determined pri-
marily by the qUlUltity of fertilizers consumed and the 
number of retail shops through which fertilizers are dis-
tributed. Apart from that, we have to take into account 
the capacity of the laboratories for testing the samples!' 

4.6 Asked how _ was it that leading agricultural State like Punjab 
had only one laboratory, the witness assured: 

"It is being taken up periodically with -State Governments. 
There will be another laboratory in Ludhiafta. The build-
Ing has been constructed." . 

4.7 The Committee desired to know whether fertilizer laboratories 
were working to their full capacity and, if not, what was the extent 
of their under-utilisation. In reply, the Secretary, Ministry of Agri-
culture stated: 

"The total sanctioned capacity of these 37 laboratories is ;;'7,770 
or 58,000 samples. As against this. during 1982-83, the 
samples taken were 38,000. 8<> there is under-utilisation 
of capacity of the laboratories \vhich has to be looked 
into:" 

4.8 When asked if in view of the under-utilisation tcthe extent 
·()f 34.4 per cent in 1982-83 the analysing capacity alread~' establislled 
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in the country could be regarded as more than adequate, the witness 
reacted thus'; 

"1 would put it this way. The number of samples taken is 
not commensurate with total consumption of fertilizers. 
The total number of retail shops is 1.33 lakhs, If we take 
two samples per retail shop pe~' year the total number 
that should have been taken in the country would come 
around 2.6 lakhs. But they haVe taken only 38000 samples." 

4.9 Asked how was it that despite the fact that these laboratories 
'were .under-utilised, they took an unduly long time in making 
available the test results, the witness said:-

"I concede that point. Most of the complaints about delay 
have arisen from Punja,b .. "" These laboratories have 
been set up at dJfferent times. Once a scheme is sanc-
tioned, it takes some gestation period, to reach the capa-
city utilisation. There are two channels of quality con-
trol. The oftkials evaluate samples. The other is, the 
Enforcement Office Inspectors collect the samples. En-
forcement system is working all right; but in the case 
of other laboratories, there is need of matching samples 
collected with the utilisation capadty and licensing 
capacity." 

A representative of the Ministry of AgricaHure added: 

"Another thing is that, through amendment in the Fertilizer 
Control Order, we are making it obligatory on the part 
of the State Government to make the ;:>palysis result 
available within a fixed date." 

4.10 The Committee are surprised to lad that the 37 Fertiliser 
Quality Control Laboratories (including 'tile Central Fe~li~ 

Control lAboratory at Faridabad) are _ not workinr to their opti-
mum capacity. The total annual analysing capacity of these labora-
tories is 57,770 samples. In It8Z·a these laboratorIes teste. oal,. 
38,000 samples, 31 per cent of th~r analysiD&' capacity thus re-
mained idle. There are 1.33 lakb fertDizer retan ou~. in the 
country and even if 0111,. two samples are taken from each retail 
outlet, total number of samples should be around Z.& Iakhs. This 
clearly shows tbat -the number of samples taken is not at all com-
mensurate with tbe qU8l).tum of fertilizers coasumed in the coun· 
try, The Committee recommend that Govenunent shon1d take a 
serious note of the laxity in eolleetillg samples which has IN to 
gross under.utilisaft~ ~ capacity of eristiJIJt Ferlifizer Qnality 
Control Labonttories and tab measures to optimise the eapadty 
...... tiOD, s11111IltaDeoady taIdag ... to ....-ent tJ.e ~a.-dty-. 



· 4.n What bas surprised the. Committee more is that iDspite of 
the fact that the Fertilizer Quality Control laboratories are not 
·,;;,·orking ta their full capacity, they take unduly long time in 
making available the results 11# their testing. While conceding this 
point, the Secretary, Ministry of Agriculture revealed that "most 
of th~ complaints about delay have arisen from Punjab." 

The Committee were given to understand in evidence that in 
order to avoid such delays Government was thinking of amending 
the Fertilizer Control Order to make it obligatory on the part 01 
the State Government to make the analysis result available within 
a fixed period. The Committee trust that the Fertilizer . Contrt)l 
Order would be amended soon. 

4.12 As it is, there are 5 labo~:tories in Andbra, 4 in Tamil 
Nadu, 3 in Uttar Pradesh, 2 each in Gujarat, Jammn & Kashmir, 
Karnataka, Kerala, Madhya Pradesh,Maharashtra, OrIssa, Rajas-
than, West Betlgal and 1 each in Assam, Bihar, Himachal Pradesll, 
Haryana, Punjab and Pondlcherry. Since the Fertilizer Quality 
Control Labo1l8tories were set up at different points of time, it i~ 

not UDIikcly that some States have got more laboratories thall they 
need and the othcr States have less. The Committee recolDlJlelld 
that if there is any imbalance in locatiOn of these laboratories with 
reference to fertilizer consumption it should be rectified. 

B. Soil Testing Laboratories 
~13 Soil te6ting is an essential agro-technical service to evaluate 

the inherent capacity of soils to supply the available nutrients 
needed for plant growth and the data derived therefrom on the 
available contents of nutrients in soils are useful in recommending 
economic an effective fertili2:;er use. Though soil testing is multi-
purpose in nature but its foremost purpose in our country is to 
reveal the nutrient supply position (deficient, adequate or very 
well supplied) of soils and to advlse farmers on judicious and 
balanced use of fertilizers so that maximum overall benefit from 
fertilizer use is achieved. 

With the above main objective in mind, the Government of 
India started the soil testing programme in the country with the 
establishment of 24 soil testing laboratories in different agro-
climatic regions in 1955-56. According to the Preliminary Material 
furnished to the Committee by the Ministry of Agriculture, the 
existing net work comprises of 341 soil testing laboratories (259 
static and 82 mobile) in the country with the total capacity to ana-
lyse 5.28 million soil samples annually. (During evidence before 
the Committee, the Secretary, Agriculture indicated the number of 
SOil Testing laboratories as 364 with a capacity of analysing 5.64 

million samples per year.) A total of 4.12 million soil sample:,: 
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were analysed. by these laboratories during the year 1981-82. De-
tails are given below:-

-.----
SI. Name of the State No. of No. of Capacity Per cent 
No. districts labora- capacity 

taries utilisa-
rio. 
(1g81~2) 

-. -----_._--
I. Delhi Administration 1(0) 3000 158 

2. Himachal PradeSh 12 12 (I) 60000 85 

3. Jammu & Kashmir 14 6(1) 59000 45 
4. Haryana 12 28(1) 306000 '77 
5. Punjah 12 33(8) 355000 86 

'ii. Uttar Pradesh 56 24(10) 1055000 1I3 

7. Andhra Prarjesh 23 25(2) 1'l1600 86 

8. Kamataka 19 28(4) 506000 7' 

9. Kerala t2 13(3) 175000 77 

10. Pondicherry 4 2(1) 26000 68 

II. Tamilnadu 16 32( 15) 930400 75 

12. Assam 10 ?(2) 95000 3' 

13. Orissa 13 , 10(2) 270000 42 

14. West Bengal lEi 12(3) 97000 '3 
15. Bihar 3 1 22(4) 236000 sa 
'16. Nagaland 7 I (I) 10000 53 

.17. Mizoram 3 I (1) 4800 20 

,8. Meghalaya 5 I (1) 8000 49 

. '9. Manipur 6 2(1) 15000 32 

20. Tripura 3 2(1) 15000 17 

21. Arunachal Pradesb 9 1(0) 5000 21 

. 22. Gujarat 19 21 (6) 235000 11)1 

lI3. Sikkim 4 1(0) 3000 92 

24. Andaman & Nicobar 2 1(0) 7200 80 

2'). Maclhya Pradesh 45 26(5) 218500 57 

2G. :.1aharashtra 26 19(5) 281500 63 

27. Rajasthan 26 8(3) 102000 7! 
28. Goa 3 2 (I) 18000 55 

'j 

Total : 409 341(82) 5287500 78 

Note: FigUles indicated within par~thOlis show the number 0 Mobile Soil TjStmc Vanl • 

.. 
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, 4.14: From the data furnished regarding capacity utilisation. of 
soil Testing Laboratories in the country,it was see!l that while 
laboratories in &ome of the States had been working in excess of 
their capacity (Delhi Administration 158 per ,cent, U.P. 113 per 

cent and Gujarat 101 per cent), there are states where these labora-
tor.es had been workini below 50 per cent of their capacity. 'These 
States are Jammu and Kashmir, Orissa, West Bengal, Mizoram, 
Meghalaya, Tripura and Arunachal Pradesh. The Committee, 
therefore, desired to know the steps Government proposed to takt> 
to improve the capaciy utilisation of the laboratories in these States. 
The Secretary conceded in evidence that:-

"As per the latest information, there are 364 soil teitin2 
laboratories with a capacity of 5.64 million samples per 
annum against a total of 815 million operational land 
holdiQgs. This shows that the soil teSting programme 
is inadequat~ and needs to be augmented." 

• Explaining the reasons for under utilisation of soil testing labo-
ratories, the witness said:-

"The major reason is that the equipment get out of order 
and in the absence of qualified technicians, it takes time. 
The electric power failure is also a factor. Some of the 
laboratories are adequately stafft~d and others ~re not. 
Work of the soil testing laboratories also suffers due te' 
transfer of technical staff. The State Governments have 
another cadre and officers are subject to frequenttra,nsfer. 
These transfers shOUld be minimised. They should be 
there at least for three years at one station." 

4.15 Asked what steps Government contemplate to improve 
capacity utilisation in these laboratories, the witness indicated that: 

"The ,Kharif Review Campaign is going to be there. I will 
impress upon them the' views of. this Committee so far 
as fertilizer and soil t~sting are concerned. We hope to 
get monthly progress report about the improvement in 
capacity utilisation by way of staff and eqUipment. We 
will make frequent visits to pursue the Stat~ Govern-
ments to increase dapacity utilisation. We propose to 
~ganise training programme of officers for soil testing. 
Intensive regional workshop should also be recommend-
ed to the State Governments to remove bottlenecks in 
the running of these State Testing Laboratories.~ 
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4.16 A non-ofticial has, in his Memorandum suggesed the iettin, 
up of Central Laboratories on the basis of at least 1 for each region. 
This according to him, will have salutary effect on state level 
laboratories in terms of the quality of their work as well as pro-
ductivity. The Committee desired to know the Government':!! 
reaction to this propos:'l.l. The Secretary during evidence stated: 

''The State Governments have been asked to establish lead. 
soil testing laboratories in each State to coordinate the 
fundtioning of the ... soil testing labo"ratories, to provide 
technical support· and &Iso to check the quality uI their. 
work. It may be worth considedng to finance the Ip.?d 
1aboratories if the State Governments so suggest. .. , ... 
There is no Centrally-sponsored or assisted scheme to' 
help the State GovernIllent in the matter of soil testing 
laboratories. It is done entirely by the, State Govern-
ments and ..the' allocation of funds in the State Plans iw 
determined by the priority accorded to soil testing as 
such by. the State Governments." 

Another representative of the Ministry of Agriculture supple-
mented thus: . 

"There is need to coordinate and to see that the existing labo-
ratories are running to full capacity. Secondly, they 
should also see that if there is need for opening addi-
tional laboratories how (many laboratories 's):lould be 
opened. ror that, the State Governments have been 
asked to open one lead laboratory which will coordinate 
and suggest if there is any need for ope?ing additional 
laboratory. " 

4.17 The Committee asked if it would not be better to have a 
centrally sponsored or assisted scheme to help the State Govern-
ments to not only augment soil testing laboratories but also to-
ensure that the-laboratories already been set up were ~ctequately 
staff.ed and equipped. In reply, the witness assured that:-

"We can cono;;"der having a centrally-sponsored scheme for 
assisting the State Governments in setting up such 
laboratories, as in the caSe of testing fertilisers." 

4.18 From the data furnished by the Ministry of Agriculture, 
the CommiHee find that there is anefwork of 364 soil testing 
labol'atories including mobile soil testing vans with an annual 
capacity of testing 5.64 miUioa samples of seil against. a; total. ef 
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815 million operational land holdings. In 1981-82, these laboratories 
had tested only 4.12 million samples. While laboratories in some 
of the States bad been working in excess of their capacity (Delhi 
1!'i8 per cent, U.P. 113 per eent,Gujarat 101 per' cent), the labora-
tories in tbe Staies of Jammu & Kashmir, Orissa, West Bengal, 
Mizoram, l\leghalaya, Tripura and Arunachal Pradesh had been 
working below 50 per cent of their capacity. The Secretary, Minis-

. try of Agriculture attributed this under utilisation of capacity to. 
ln~eakdowns of equipment, power failure, aidence of qualified 
technicians uncI frequent transfers of staft. Be conceded that, "the 
soil testing programme is inadequate andaeeds to be augmented." 
The Committee feel that keeping in view the numher of opera-
tional land holding in the country, the soil testing capacity set up 
liO far is inadequate. However, as even the existing capacity is not 
being utilised fully, the Committee would like Government to. take 
:steps to intcnsify tlie Soil Testing Programme. 

f.t9 The Committee further recommend, that, as assured in 
evidencc, lead soil testing laboratories may be established in each 
State soon to coordinate the functioning of the soil. testing labora-

· ... ries in the State, to provide technical support to them, to ensure 
their- capacity utilisation. to check the quality of their work and 
(0 examine and make recommendations in regard to the adequacy 
of the existing laboratories'. If State Governmenls are not in a 

·position to finance theSe lead laboratories, a centrally sponsored or 
·I.lssisted focheme mlfy be drawn up in this behalf. 

NEW DELHI; 

April 2. 1984 

~{,haitra 13, 1906 (8) 

~ 
BAN8ILAL 

~o;irman, 

Estimates Commit.fee 

AUTHENTICA TED 

Ch;;;-rc--·:J. 
Estin1", !':s <~, ___ -: __ :l~ttee 



APPENDIX 
Statement of RecommendationslObservations 

s. 
No. 

Para No. 
of-Report 

RecommendatioDl 
observations 

------------
1 2 

1 1.5 

1.15 

5052 LS-5 

3 

The Committee note that it is the Govern-
ment's policy "to provide fertiliser in right time, in 
adequate quantity, at right price and at right place 
to the fanners." In persuance of this policy, a 
number of steps have been taken' which include 
establishmeht of.. 690 centres for stocking of 
imported stocks, increase of sale points, sale . of 
fertiliser to farmers at a uniform price throughout 
the country, meeting transport cost of fertiliser 
right upto the Block Headquarters, grant of loans 
to State GoVernments for being given to coopera-
tive sector for purchase and distributiOn of ferti-
lisers to the farmers, observance of National Agri-
cultural Fortnight in June, 1983, supply of ferti-
liser free of cost to small and marginal fanners etc. 
During evidence, the Secr€?tary, Ministry of Agri., 
culture expressed. his concern about "inadequate 
availability of fertiliser in the various States espe-
cil:'ly in the interior rural a·reas". Shortage of 
fertiliser adversely affects our foodgrains produc-
tion. The Committee feel that if gains of green 
revolutiOn are to be consolidated, Government 
should evolve a more effective and integrated 
policy in consultation with State Governments to 
enSUf'e adequate availability of quality fertilisers to 
farmers r41 over the country, even in the remotest 
areas, at a price which is with,in their reach. 

The Committee cannot help pointing out that 
had our fertiliser plants worked to their optimum 
capacity, the import of 99.271akh tonnes fertilisers 
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during the period 1978-79 to 1982-83 would have 
been considerably ~ess, if not altogether eliminated. 

The Ministry of Agriculture have claimed that 
India's 67 per cent capacity utilisation of fertilisers, 
plants in public and cooperative sectors, compares 
favourably with the capacity utilisatiori of develop-
ing countries which was 51 per cent in Africa! 
Latin America and 65 per cent in Asia, and World's 
average utilisation of 71 per cent (in 1980-81). 
However satisfactory this comparison may look 
the fact is that during the last 3 years (1980-81 to 
1982-83), as many as 13 fertiliser units had work-
ed at Iss that 50 per cent of their respective 
capacities. It transpired in evidence that by 
1989-90 India will be able to produce 90 lakh 
toruies of nutriej;lts as against the present level of 
44 lakh ·tonnes but as the demand by that time 
would rise to the level of 105-110 lakh tonnes. 
there will stiU be a shortfall of about 30 to 35 
lakh tonnes including about 14 lakh (DDDes of 
potassic fertiliser which will have to be imported 
fully. In the circumstances, the Committee re-

. co~nd that eff~tive steps should be taken by 
Government right now to prevent such gross 
under-utilisation of capacity in fertiliser units 
which were set up at considerable cost. This will 
not only increBS$ availability of fertilisers in the 
country but ~lso save valuable foreign exchange 
on imports of fertilisers. 

The Committee find that apart from shortage 
of inputs one of the major factors which adversely 
affects/Utilisation of capacity in fertiliser plants i'3 
the power shortage. At present fertilisers plants 
have already got a total captive power !!eneration 
capacity of 168 MW. Additional capacity of 173 
MW is under install_ion. Recently, proposals for 
32.5 MW capacity have been cleared and propo-
sals for 110 MW capacity are under consideration 

-------_._-
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of Government. The Committee urge that propo-
sals for augmentation of captive power generation 
capacity in fertiliser plabts may be viewed with 
favour and cleared expeditiously so as to meet the 
problem to some extent. 

The Committee find that while the conswDP-
tion of fertiliser in India has gone up from the 
level of 42.86 lakh tonnes of nutriet"ts in 1977-78 
to 64.18 lakh tonnes of nutrients (Estimated) in 
1982-83, the year-wise growth, of consumption of 
fertiliser has not been uniform. Growth of con-
sumption of fertilizer which was 19.14 per cent 
over the previous year's consumption in 1978-79 
declined to 2.7 percent in the subsequent year i.e. 
1979-80. After registering ~ome improvement in 
the years 1980-81 (5 percent) and 1981-82 (9.93 
per cent) the growth rate slumped to 5.8 per cent 
in 1982-83. The Secretary. Ministry of Agricul-
ture attributed the faU in the growth rate of ferti-
liser to increases in the price of Urea in June, 1980 
and July, 1981, df"oughts in 1979-80 and 1982-83 
and inadequency of cheap credit to farmers for 
the purchase of fertilisers. 

Ministry of Agriculture have intimated that 
various steps have been taken by tltem to boost_ 
fertiHger consump!ion in India. Theo;e include 
increase in domestic production, import of ferti-
lij:crs, incre:lcc in ~!IJ.lPort price. of crops to absorb 
increase in fertiliser prices. meeting trbportation 
charges on diiitd~'lItion of fertiliser upto Block 
Headquarters. increase in dir;tributiog margin and 
launching fertiliser promotion ~an1paign etc. The 
Committet!, however, find that while the consuDip-
tion of fertiliser per hecta~ of agricultural land 
in India has gone up from 0.5 kg. in 1951-52 to 
36.6 kg. in 19~2-8::i i.e. 70 times, it is stilt far 
leiis (un the c('n~umption Jevels achieved by other 
Asian countries. For example fertiliser consump-
tion per hectare of agricuhural land in 1980-81 
was 367.6 kg. in Rcpuhlic of Korea. '332.5 kg. in 
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Japan, 66.7 kg. in Israel, 48.0kg. in China, 43.4 
kg. in Banghtdesh and .H.8 kg. in Pakistan. The 
Secretary. Minh,tty of Agriculture pointed OUt in 
evidence that low level of fertiLsl!r consumption in 
India is due to the fact that we get rains only in 
4 mlmths during a year and. 70 percent of our 
land isunirrigated 'in which lesser quantity of 
fertilisers i~ used. 85 percent ot fertiliser is con-
sumed ill 30 percent of the area. 30 percfnt of 
our famlers do not use fertilisers at all. He also 
stated tPat the prices of fertilisers are much. higher 
in India than those ill other countries and this also 
adversely affects glOwth in fertiliser consumption. 
The. Committf.e recommend that Government 
shmdd devise a long term strategy ancf provide 
incentives to farmeF5 to boost fertiliser consump-
tion in India so as to bring it to the level of at 
least the developing countril!s of Asia. 

The Committee are conc.emed to find that nQt 
only the level of fertiliser consumption tn India is 
low, but there are wide regional imbalance;; also. 
While in Punjab the per 1hectare consumption of 
fertiliser is about 120 kg. it is 45 kg. in Haryana, 
18 kg. in Bihar, 10.9 kg. in Madhya Pradesh, 
7.9 kg. in Rlfjasthan, 52 kg. in U.P., 3.3 kg. in 
Assam and only 4.5 ~g. in Nothern Eastern Re-
gion. The Committee would like Government to 
analyse reasons for regional imbalances in ferti'liser 
consumption and take appropriate measures to re-
move these imbala!!ces. 

The Committee are alarmed to find that 
repeated use of nitrogenous fertiliser alone 

. reduces the phosphorous content of the soil and 
unless this deficiency is made up.t1e soil fails to 
support the normal growth of crops. Since this 
fact is not adequately pulicised the farmers using 
the nitrogenous fertiliser are likely to come up 
grief. The Committee would like Government to 
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give adequate publicity to this fact in their ferti-
liser promotion publicity programmes. The Com-
mittee would also like Government to have soil 
testing in an the districts intensified and make 
availablCl to the farmers only that mix of fertiliser 
which is suitable to the soil. 

The Comririttee recall . that during the period 
1944 (when Centrai Fertiliser POOl was set up by 
Government) to December, 1965, the available 
indigenous nitrogenous fertilisers, after being 
acquired from the domestic manufacturers by pay-
ing them a retention price, used to be pooled with 
the imported fertilisers arid sold at a uniform price 
throughout the country .. However, the complex 
fertj)~ers, super phosphate and ~ ammonium 
chloride produced indigeneously at the time were 
marketed by the manufacturers themselves through. 
private dealers and cooJ)erativ~s. In December, 
1965 a new system under which indigenous manu-
facturers of fertilisers were given freedom to sell 
their products through agencies of their choice 
and at a price to be detennined by them was in-
troduced. Government retained tte right to take 
up for its own distribution 30 per cent of the 
factories' production at prices to be negotiated 
with the factories. Later,. in the wake Of shortage 
of fertilisers that occutredin 1971-72 and cOlD-
plaints of non-availability of fertilisers, over cbatg-
ing and other malpractices, . a radical change in 
the system of distribution of fertilisers was effected. 
Government brought the distribution of fertiliser 
by .domestic manufacturers under the c<7J1trol of 
the Essential. Commodities Act with a vlew to 
enstlririg an equitable and timely distribution at a 
reasonable price. Now, that this system has 
remained in operation for more than: i 0 years, the 
COmmittee recommend that Gove~ent shoUld, 
in consultation with the State Govemments/UDion 
Territory AdmiDistrati~/CoiilJnOdity B'ouds, 
critically. evaluate t:b,e system to fiild out nOw far 
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it has been helpful in achieving the objectives 
underlying the Government's distribution policy 
and what· further improvement can be made in the 
system to make it more efficacious. 

At prese.nt fertilisers are being sold at uniform 
prices throughout the country and the equated 
freight is in-built in. these prices. The Committee' 
were given to understand in evidence that Marathe 
Committee (1977) and Pande Committee (1980) 
have suggested that the freight equalisation scheme 
for fertilisers should be phased out over a period 
of time. The Committee trust that Government 
will give most careful consideration to the proposal 
for phasing out the freight Equalisation Scheme in 
respect of fertiliser keeping in view the interest of 
the farmers in tn.e remotest part of the COWltty 

So long as the equalisation of freight has to be con-
tinued, it should be ensured that there is rational 
movement of fertiliser and· the transport cost is 
kept at the minimum. 

11 2.17 The Committee are surprised to find that 
among the public sector/joint sector manufacturers 
who were entrusted with the handling and distri-
bution of imported non-yotassic fertilisers under a 
"Multi-Agency" approach adopted by Govern-
ment from May, 1978, the handling expenses per 
tonne of bulk fertilizer have been the highest in 
the case of Food Corporation of India. For 
example, in 1981-82 while the handling charges 
were Rs. 726 in the case of Mangalore Chemicals 
& Fertilizers andRs. 649 in the case of Southern 

'.' Pctro-Chemical Industries Corporation, these 
expenses Bounled to··Rs. 1620.00 in respect of 
the Food Corporation of India. According to the 
Ministry of Agriculture, the multi-agency approach 
has resulted in an estimated saving of Rs. 235 
crores in 1982-83 alone. The_Committee would 
like Government to 'analyse why the handling 

,!:, charges of the Food Corporation of India are SO 
.. high as compared to 'Other distribution agencies. 

---------
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12 2.17A The Committee would also like Government to 

13 2.18 

14 2.19 

2.23 

consider whether similar multi-agency approach 
could be applied in the case of potassic fertilizers 
which are at present being distributed solely by 
the Indian Potash Ltd. . 

The Committee are concerned to note that 
though the share of cooperatives in distribution of 
Fertilizers in absolute terms has gone up from 
21.43 lakh tonnes NPK in -1977-78 to 28.67 lakh 
toIlIlCs NPK in 1981-82, in terms of percentage, it 
has come down from 49.50 per cent in 1977-78 
to 47.00 per cent of the total consumption in 
1981-82. It is indeed surprismg that faU in the 
share of the . cooperatives should come about 
despite Government's policy of encouraging the 
cooperatives in this field. The Committee would 
like Government to step up the share of coopera-
tives in distribution of fertilisers as it is only the 
cooperatives who can reach out to the far fiunf, 
interior areas of our country. 

At present there is a three tier system of ~ 
operatives who handle the distribution of fertilisers, 
viz. (i) Appex Federation at the State level (ii) 
Marketing Society at the District level and (ill) 
primary marketing society at the Village level. It 
transpired in evidence that there are reports that 
the Appex Level Federations keep a major portion 
of distributor's margin leaving very little margin 
for the Village level coOperative societies with the 
result that these societies find the distribution 
business unremunerative. The Conunittee recom-
mend that the Ministry may, in consultation with 
the State Governments/U.T: Administratioos, fix. 
fair distributors' margins :for different levels of 
cooperative societies so that in1erest of cooperative 
societies in distribution of fertiliser is sustained. , 

The Committee find that as against 5 lakh 
villages· in the coWl1lY, there are only 1.33 lakh 
retail, outlets for distribution of fatiIizers i.e. one 

\. ":'::""...;c"_. ______________________ _ 
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sale point for 4 to 5 Villages. During evidence 
the Secretary, Ministry of Agriculture admitted 
that while numerically the. number of retail outlets 
might appear to be adequate, there was need to 
disperse these sale "points in the interior to serve 
the people living in backward areas. The Com-
mittee stress the need to strengthen the distribution 
system in dry land areas, interior areas, backward 
areas and hilly areas to ensure timely and adequate 
availability of fertilizers to farmers living in such 
areas. The Cominittee were given to understand 
that. in Maharashtra there is some system of giving 
inceb.tive to dealers who open their sale points in 
the interior areas. If that system has proveQ 
successful there, Government would do well to 
commend" that system to other State Governments. 

The Committee find that of the total quantity 
of fertilisers distributed in the country, the per-
centage moved by rail has declined from 83.7 per 
cent in 1977-78 to 62.9 per cent in 1982-83. In 
physical terms the fertiliser traffic moved by rail-
has remained almost static around 8.1 to 8.5 
million tonnes with the " exception of 1981-82 when 
it rose to 9.5 million tonnes. Greater reliance on 
transport of fertiliser by road which is costlier, 
could have been one of the reasons for the con .. 
"siderable increase in expenditure incurred by 1fte 
Ministry of Chemicals and Fertilisers 0D payment 
of equated freight for marketing of fertilisers 
which lept from Rs. 42.33 crores in 1979.,.80 to 

. as- much as Rs. 242.97 crores in 1982;83. The 
decline in the percentage moved by rail has been 
attributed to (i) 100 per cent hike in railWay 
freight during recent years (ii) Railways' policy 
switch over from movement" of fertilisers piece:-
meal to predominantly block rake movement 
pattern from 1981, (iii)· Railways' insistence on" 
"manUfacturers opeDing tr.anshipment dUmps and 
(iv:)- ~op" in" imports. The Committee were 

.---~--------. -""-
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assured in evidence ·that comidering the ~­
ties being faced by the fertiliser industry, the MiD-
istry of Railways had already agreed in principle 
to offer Piecemeal wagons or allow the fertiliser 
industry to load rakes for two to three d.estiDati()IIJS. 
The Committee would like the M~ry of Chemi-
calS &: Fertilizers to see to it that ~e fertiliser 
Industry takes advantage of the offer of the Rail-
ways and ties up their specific needs for wagons 
with the concerned Zonal Ra4lways. 

17 2.41 The Committee are perturbed to find that 
despite the fact that the Fertiliser (Conltlol) Order, 
1957 contains comprehensive regulatory measures 
which Provide for registration. of fertiliser c1ealers, 
emuring the standard of quality, packagmg of 
fertilisers, display of priCes· and.· daily stocb, maJ.. 
practices like black marketing and sale of sub-
staDdard and adulterated fertilisers are rampant. 
MiniStry of Agriculture' have reported that durillg 
the !'ast 5 years (1978-82), as many as 177 
cases of black marketing alid 11,986 cases of sub-
standard/ adulterated fertilisers were detected. 
Prosecution was launched in 822 cases, !action: was 
taken UDder the Omtrol Order in 6170 cases,- an~ 
"Other" action was taken in 1143 cases. It trans-
pired in evidence that a revised Fertiliser (Con-
trol) Order is . likely to be issued shortly iII con-
sultation wft1r the M"mistry of Law. The Com-
mittee feel that if the existing Fertiliser (Control) 
Order, 1957 has failed to check such malpractices 
in the fertiliser ~, t&:e proposed revised Con-
trol Order should provide for a stricter control 
and more· stringe1lt penalties. 

18 2.41A The Secretary; Ministry of Agriculture pleaded 
in evidence that as the enforcement of the Fertiliser 
(cOntrol) Order is the responsibility of the State 
Governments ''we can only help them, cajole them 
and· ask them to enforce the Law more strictly. ,,-
He pointed out that tie Central Govertll'ilent had 
been sending their· own Inspectors on' surpriSe 
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checks. For example, ,during 1982-83, in 8 dis-
tricts of UP where surprise check was carried out, 
22 out of 61 samples were found non-standard. 
In the subsequent years i.e. 1983-84 in surprise 
checks conducted in UP by the Central Fertiliser 
Squad 22 out of 56 samples collected were found 
tQ be non-standard. However in Haryana only 4 
out of 28 samples were found non-standard. The 
Conunittee recommend that the State Govern-
ments should be advised to strengthen and tighten 
their control on the distribution network: to ensure 
availability of of fertilisers" of requisite quality at 
fixeet prices. If the existing number of Inspectors 
(reported to be 580 full time and 11,337 part-
time) is inadequate to cope- wtih this task, their 
strength should be suitably-increased as early as 
~ible with assistance provided by the Central 
jOovemment. -

The Coniinittee are unable to appreciate how 
FCI could accumulate nearly 13 lakh tonnes of 
2 to 5 year -old stock: of Imported fertilisers which 
had to be disposed of at prices reduced to the 
extent of 7.5 per cent wlth-a further ret>ate of 10 
per cent. They feel that sucha situation could not 
have developed Wl1eSS--tbe imports and distribu-
tion were not properly synchronized over a period. 
They recommend that the pqs.ition should be ex-
amined in depth to 'ascertain the reasons for the 
accumulation of stock of imported fertilisers with 
the Fel, fix respomibility for lapses at various 
~ls, if any, and suggest imprO'{ement in the.. 
systems and procedures in" this behalf to prevent 
recurrence of such unple~-ant and costly situations. 

The Committee note that a Central Fertilizor 
Pool was set up as back as in 1944 for procure-
ment and distribution of indigenous and imported 
fertilizers. The financial support for the opera-
tion of this Pool is provided under non-plan sche-

'-me. The Committee find that though during tJ:te 
, last 5 years (1978-83) the revenue of this Poot 

-----------------~-----
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had always fell short of its expenditure, the per-
centage shortfall has come down from 33.0 in 
1979-80 to 10.3 in 1982-83. The Committee 
feel that theie is scope for economy in the cost ot 
operations. 

21 3.15 The Committee find that before 15 August, 
1981 Distribution margin was allowed to coopera-
tives at the rate of Rs. 115 -per tonne of Urea and 
to others at Rs. 105 per tonne of Urea. From 
15 August, 1981, the margin was raised on ad 
hoc basis from Rs. 115/- to Rs. 1401- per tonne 
for the cooperatives and from Rs. 105 i- to Rs. 
120j- per tonne for others. - 'On 20 May, 1983 
this margin was again raised to Rs. 150/- per 
tonne for cooperatives and Rs. 130:- per tonne 
for other Sectors. The last increase was based on 
the E..epon (April, 1982) of the Fertilizer Plann-
ing and Development (India) Ltd. The Commit-
tee wpuld like Government to consider how far 
it is practicable that instead of fixing the distribu-
tion margin -as a fixed sum per tonne, it may be 
in terms of a fixed percentage on sales. This 
would obviate the need for frequent revision of 
distribution margin. If however, this is not possi-
ble, it should be ensured that there should be 
prompt revision at periodic intervals say once a 
year having regard, fo all factors. 

22 3.16 The Committee find that the retail price of 
fertilizers per 100 Kg. of plant nutrient that the 
farmers in India hav.e to pay the highest as com-
pared to what thev counterparts paid in other 
countries viz. Egypt, Bangladesh, Republic of 
Korea. Pakistan, Denmark, France and U.K. Des-
pite the fact that droughts of 1979-80 and 1982-
83 had eroded the paying capacity of farmers in 
India, Government increased the prices of fertili-
zers to the extent of 35 per cent in June, 1980 
followed by another hike of 18 per cent in July, 
1981. The Ministry of Agriculture have pleaded' 
that 1981 increase w~ effected in the light of 
the Cabinet decision to peg the fertilizer _ subsidy 

----------------------------
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at the same level as in 19S0-81. It has be;.J: 
pointed out to the Committee that the price of 
Gas has gone up from Rs. 3301- per thousand 
cubic metre in 1981-82 to Rs. 2170/- and that of 
Naphta from Rs. 6501- per tonne in 1979-80 to 
Rs. 14501- per tonne in 1981-82. Whatever :may 
be the justification of these two hikes, the result 
was that the growth rate of fertilizer consump-
tion which in 1978-79 was 19.4 per cent slumped 
to 5.8 per cent in 1982-83. Government had, 
therefore, to re~uce the fertilizer prices by 7:5 per 
cent in June, 1983. 'The Committee emphasise 
that the fertiliser prices should be such as the 
small farmer can afford. Special discount in 
prices may be allowed for specified category of 
purchasers during the post-drought periOd to en-
able the farmers to make the best use of the credit 
facilities made available to them. 

The Committee cannot look with equanamity 
the fac;t that the Central Government had not 
been meeting in full the requests of State Govern-
ments for short term loans for purchase and dis-
tribution of agricultural inputs including fertilil 
zers. Between the years 1979-80 to 1982-83 the 
percentage shortfall in meeting the States require-
ments ranged between 36 to 49 per cent. The COm-
mittee have been informed that these shortfalls 
were .due to "iIl'auequate availability of funds." 
The Committee emphasise the ned for a larger 
allocation for this purpose so that it may be 
possible to accommodate the needs of State Go-
vernments for such loans to' a larger extent than 
what has been possible in the past. 

Thie Commi~ are concerned to find that dur-
ing the last 5 years (1978-79 to .1982-83), the' 
quantum of credit made available to farmers by 
cooperatives and Commercia! Banks together was 
o1'lly about 25 to 3'6 per cent of the value of fer-
tilms- purchas~ by farmers. The' Committee' 
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suggest that the credit facilities should be increas-
ed. Further, NABARD considers the fertilizer 
stocking by MARKFEO and Cooperative Socie-
ties as a trading activity and has therefore kept a 
higher rate of interest for this activity. A non-
. official has urged that "this activity should be 
termed as activity akin to agricultural operation 
so that concessional refinance from theNABARD 
to the farmers though the three tier cooperative 
credit structure could be made available." The 
Committee feel iliat this suggestion deserves sym-
pathetic consideration. 

The Committee are surprised to find that the 
37 Fertiliser Quality Control Laboratories (in-
cluding the Central Fertilizer Control Laboratory 
at Faridabad) are not working to their optimum 
capacity. The total annual analysing capcity of 
these labor~ories is 57,770 samples. In 1982-83 
thes~ laboratories tested only 38,000 samples. 
34 per cent of their analysing capacity thus re-
main idle. There aTe 1.33. lakh fertilizer reatil 
outlets in the country and even if only two sam-
ples are taken from each retail outlet, total num-
ber of samples should be around 2.6 lakhs. This 
clearly shows that th~ number of samples taken js 
not at all commensurate with the quantum of 
fertilizers consumed in thJ country. The Com-
mittee recommend that Government should take a 
serious note of the laxity in collecting samples 
which has led to gross under-utilisation of capa-
city of existing Fertilizer Quality Control Labora-
tories and take measures to optimise the capacity 
I1tilisations, simultaneously taking steps to aug-
ment the capacity. 

What has surprised the Committee more is that 
inspite of the fact that the Fertilizer Quality Con-
trol ISboratories are not working to their full ca~ 
pacity, they take unduly long time in making avail-
able the results of their testing. While conceding 
this point, the Secretary, Ministry of Agriculture 
revealed that "most of the complaints about delay 
haVe! arisen from Punjab." 
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'The Committee were given to understand' in 
evidence that in order to avoid such delays Gov· 
emment was thinking of amending the Fertilizer 
Control Order to make it obligatory on the part 
of the State Govenrment to make the analysis re· 
suIt available within a fixed period. The' Com-
mittee trust that the Fertilizer Control Order 
would be amended soon. 

As it is, there are 5 laboratories in Andhra, 4 
in Tamil Nadu, 3 in Uttar Pradesh, 2 each in 
Gujarat, Jammu & Kashmir, Karnataka, Kerala, 
Madhya Prades.h, Maharashtra, Orissa, Rajasthan, 
West Bengal and 1 each in Assam, Bihar, HP, 
Harayana, Punjab and Pondicherry. Since the 
Fertilizer Quality Control Laboratories were set 
up at different points of time, it is not unlikely 
that some States have got more laboratories than 
they need and the other States have less. The 
Committee recommend that if there is any imba-
ljlllce in location of these laboratories with re-
ference to fertilizer consumption it should be rec-
tified .. 

From the date furnished by the Ministry of 
Agriculture. the Committee' find that there is a 
net·work of 364 soil testing laboratories including 
mobile soil testing vans with an annual capacity 
of testing 5.64 million samples of soil against a 
total of 815 million operational land holdings. In 
1981-82, these laboratories had tested only 4.12 
million samples. While laboratories in some of 
the States had been working in excess of their 
capacity (Delhi 158 per cent, UP 113 per cent, 
Gujarat 101 per cent). the labor~ories in the 
States of Jammu & Kashmir, Orissa, West Bengal, 
Mizoram, Meghataya. Tripura and Arunachal 
Pradesh had been working below 50 per cent of 
their capacity. The Secretary. Ministry of Agri-
culture attributed this underutilisation of capacity 

---------~-
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to breakdowns of equipment, power failure, ab-
sence of qualified technicians and frequent trans-
fers of staff. He conceded that, "the soil testing 
programme is inadequate and needs to ~ aug-
mented." The COplmittee feel that keeping. in 
view the number of operational land holding in 
the country, the soil testing capacity set up so 
far is inadequate. However, as even the exist-
ing capacity is not being utjllised fully. The Com-
mittee would like Government to take steps to 
intensify the Soil Testing Programme. 

The Committee further recOmmend that, as 
assured in evidence, lead soil testing laboratories 
may be established in each State soon to coordi-
nate the functioning of the sail testing laborato-
ries in the State, to provide technical support to 
them, to ensure their capacity utilisation, to 
check the quality of their work and to examine 
and make- recommendations in regard to the 
adequacy of the existing laboratories. If State 
Government~ are not in a position to fin ace these 
lead laboratories. a centrally sponsored or assisted 
scheme may be drawn up in this behalf. 
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