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THE MINISTER OF STATE IN THE 
MINISTRY OF CHEMICALS AND 
FERTILIZERS (SHRI EDUARDO 
FALEIRO): (a) to (f) A statement is laid on 
the Table of the House. 

Statement 

(a) and (b) No such observation has been 
made in the said Report, although the Report 
does draw attention to some instances of 
avoidablel excess payments of susidy. 

(c) The Report of the C and AG does 

observe that the Fertilizer Industry 

Coordination Committee (FICC) did not 

independently verify cost data on production 

of fertilizers which forms the basis for fixation 

of retention prices. However, it may be stated 

that after obtaining the cost data from the 

fertilizer units in the prescribed form duly 

testified by a practising Chartered/Cost 

Accountant, the FICC Office carries out ne-

cessary verifications and cross checks before 

finalising the retention prices. Moreover, the 

retention prices are determined on the basis of 

a combination of norms and actuals in respect 

of various elements of cost and not on the 

basis of actual cost of production. 

(d) to (f) The amount of Rs. 

103.22 crores has been computed by • the C 

and AG based on the difference  between 

the tax Utility taken into i account in 

computing retention prices and the actual 

payment of tax  by some units. However, as 

per the  guidelines issued by the Ministry of 

Finance for fixation of prices of industrial 

products, the rate of corpo-rate tax to be 

taken into account would as   a rule be the 

statutory rate of   corporte tax and not 

actual payment     of corporate tax by the      

concerned units.  The same procedure has 

been followed   in  computing retention pri- 
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SHRI EDUARDO FALEIRO: Mr. 
Chairman, Sir there is no question of people's 
responsibility in this particular case. This is 
being worked out as per definite guidelines 
which were issued by the Ministry of Finance 
around the year 1977 or thereabout. The 
guidelines of the Ministry of Finance, in fact, 
apply broadly to all commodities which have 
administered prices. It is not about fertilizer 
only that this particular system is followed. It 
is followed for all commodities, steel and so 
on and so forth which have administered 
prices.  That is number one. 

A further tuning of the guidelines was done 
by a committee under the chairmanship of Dr. 
Marathe who was then the Chairman of the 
BICP which fixes the prices for all commo-
dities. This was done in 1970. So, Sir there are 
abundant reasons in suppport of this particular 
system. 

Some observations were made by the 
Comptroller and Auditor-General in his Report 
of 1991. The Comptroller makes observations 
not only on this Ministry but on all other 
Ministries also, as the Chairman very well 
knows. Some observations were made which  
were not in line    with 

what the hon. Member, I may respectfully say, 
said. Number one, we give the highest 
importance to observations of Members of 
Parliament and the Comptroller and Auditor-
General. Number two, some of the 
observations made here in this Report 
ergading the Fertilizer Department and 
industry  have already been implemented. 

Other observations are under imp 
lementation. Though we support the 
present system under which the re 
tention price is calculated on a 
substantially normative basis, in 
view of these observations of the 
Members of Parliament, we are go 
ing to refer this, we have decided to 
refer this, to some institute which is 
qualified in these matters to see if 
improvements  are possible. 

 

SHRI EDUARDO FALEIRO: No, Sir. I 
have the Report here with me. I do not see any 
such charges at all. The Report is here with 
me. The matter concerned is here at this 
particular page. I have marked it, Sir, 
paragraph 5(2) on page 107 on wards. There is 
no question of char, ging anybody, as I have 
said. The ob servation is on the norms that we 
followed, not particularly on the im 
plementation of these norms, the norms 
followed. As I have said,these norms are in 
line with other commodities which have 
administered prices. They are as per the 
guidelines of the Finance Ministry. They are 
as per the Committee appointed as I have said, 
the Marathe Committee. Therefore, the 
observtaion is on the norms.   There is  no   
observation on 



29 Oral Answers [ 18 MAR, 1993 ] to Questions 30 

 

the implementation of the norms, much less 
on charging anybody for wrongly 
implementing the norms. 

SHRI N.  GIRI PRASAD; Sir,    the peasants 
are paying very high prices for fertilizers. At 
the same time, the Government   is   also   
subsidising   the fertilizer industry.   So,  both      
ways, both the  Government and  the peasants 
are losing because of the wrong technology  or  
the  backward  technology used by industry. 
The landed cost of the imported fertilisers is 
cheaper. That, is almost 50 per cent of       the 
price.  In   view    of   these  conditions and  in 
order to make fertilisers available to the 
peasants at a     cheaper rate and also to reduce 
the component of  subsidy   by  the   
Government,       I would like to know the 
steps        the Government is contemplating to 
take to modernise the technology. 

SHRI EDUARDO FALEIRO: agree with 
the hon. Member that wc must see that the 
prices of fertilisers go down for all the 
reasons possible for the benefit of the 
farmers and also for the benefit of the 
consumer because they all are citizens of 
this country. As per the recommendations 
of the Members of Parliament of the JPC 
constituted for the purpose, we have 
already de-controlled and removed the 
subsidy on certain types    of fertilisers. 

The main point which the hon. Member has 
asked is about the steps we are going to take 
to improve the productivity and efficiency of 
our units so that the prices of fertilisers go 
down. We are looking at that. Let me say, 
however, for the record that as far as the 
majority of the fertilisers which are 
nitrogenous in origin, i.e. urea are concerned, 
the price of our units on a particular urea—
urea is a   nature based fertiliser—are che- 

aper than the particular type of fertiliser that 

is imported. 

SHRI S. K. T. RAMACHANDRAN: The 

retention price is based on cost of inputs and 

also the capacity utilisation of each and every 

plant. Most of our fertiliser units are losing 

because of obsolete technology or because of 

untested technology followed by them. For 

instance, in Ramagundam and Thalcherd, We 

are following a technology which is not tested 

anywhere in the world. We try to produce 

ur»a out of coal. Nowhere in the world it is 

done except in South Africa and China. There 

too, they are having minor plants. So, I would 

request the Government to let me know 

whether they will have a detailed examination 

of this by appointing a commission to find out 

how a Government-owned fertiliser industry 

or a public undertaking should be geared to 

rise to the occasion. 

SHRI EDUARDO FALEIRO: As directed 

by the Prime Minister I myself will se ehow 

to improve upon the productivity and 

efficiency of the fertiliser industry in the 

country. 
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... SHRI EDUARDO FALEIRO: As I have 
mentioned earlier, nobody has attacked, not 
the Comptroller and Auditor-General at least, 
the way of functioning of the Committee as 
such. But, there is an observation on how the 
norms can be met. 

SHRI JAGESH     DESAI:  I     have 

carefully gone through the answers of the hon. 

Minister. There are two aspects;. C.A.G. may 

also he right and the Department may also be 

right. It depends upon the method of 

accounting- If it is according to the mercantile 

system, then his department is right; if it is on 

cash basis, then the C.A.G. is right. So when 

the audit paragraph was given earlier, was it 

brought to the notice of the CAG that they 

were maintaining the books under the 

mercantile system whether they incur expenses 

or not they have to put in  their books  of  

account.  So... 

MR.   CHAIRMAN:  Question    Hour is 

over.  Sorry. 

 


