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HALF-AN-HOUR   DISCUSSION- 
points arising out of answer to starred 
question no. 22 given in the Rajya Sabha on 
30th July 1991 regarding subsidy on food 
and fertilizers 

DR. YELAMANCHILI SIVAJI 
(Andhra Pradesh): Mr. Vice-Chairman, Sir, 
there is a proverb in Telgu which says that 
one Professor like Dr. Manmohan Singh 
wanted to make a bride and ultimately the 
bride turned out to be a monkey. 

"Pellikuihur inicheyyaboth ekothi 
ayyindi 

Like that, the-whole fertilizer problem is 
mishandled. And knowing not well about 
the ground reality, they made so many 
mistakes. And, Sir, with 40 per cent hike on 
the fertilizer price, nowhere else, never in 
the history of independent India, no Budget 
has imposed such a heavy burden on a 
single sector. Sir, with 40 per cent hike, I 
calculated that the burden on the farmer is 
to the tune of Rs. 3,000 crores. And Dr. 
Manmohan Singh announced in the other 
House that it has been reduced to 30 per 
cent. Sir, time and again, Dr. Manmohan 
Singh was mentioning that for the last ten 
years, no increase has been there on 
fertilizers and this and that. It is bosh; and it 
is rubbish. Sir, soon after Mrs. Indira 
Gandhi came to power, on 8th June, 1980, 
the fertilizer price was enhanced by 50 per 
cent. Sir, I am quoting the figures of June, 
1980 and as on today. The price of urea 
during June, 1980 was Rs. 1450 per metric 
tonne. With 30 per cent hike now, leave 
alone 40 per cent, do you know, Sir, the 
cost of urea is Rs. 3,062 M.T. The price of 
urea of potash at that time was Rs. 805. It is 
enhanced now to Rs. 1700. The price of 
DAP at that time was Rs. 2200 and it 

has increased to Rs. 4,780. The price of 
NPK was increased from Rs. 1800 to Rs. 
3,850. Ammonium phosphate was increased 
from Rs. 1400 to Rs. 3,000. Ammonium ni-
trate/phosphate was increased from Rs. 
1600 to Rs. 3350. The price of ammonium 
phosphate/sulphate was Rs. 1400. And it 
has increased to Rs. 3,000. The price of 
urea ammonium phosphate increased from 
Rs. 1900 to Rs. 4,000. Likewise, the 
fertilizer price, when compared to 1980, 
even with 30 per cent hike, went up by 
more than 100 per cent. And, Sir, the 
Finance Minister was wise enough to divide 
the farming community into small farmers, 
marginal farmers, kulaks, landlords, this 
and that. Sir, in the Northern India, people 
like Dr. Manmohan Singh from urban areas 
used to prepare a sweet by name Burfi. 
They cannot eat the entire Burfi at a time. 
So, they will cut the entire sweet into 
pieces, both horizontally and vertically. At 
one time , they will eat away the kulak. 
Next, they will eat away the landlord. And 
the next step is that they will eat away the 
small farmer and finally the marginal 
farmer. And they will finish the entire rural 
community for the sake of the urban people. 

Sir, the affair of fertilizer prices is 
going contrary to the norms. Sir, with the 
land ceiling in this country, I do not see any 
reason to divide the framers into several 
compartments. 

In this connection, Sir, I am quoting 
THE ECONOMIST of London which has 
published a survey this year on 4th May. I 
quote : 

"India's policies of industrial protection 
discriminate powerfully against 
agriculture. They raise the domestic price 
fo manufactured goods relative to   the   
price of farm outpu 
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[Dr. Yelamanchili Sivcji] and thereby 
reduce the purchasing power of 
farmers' incomes. .Authoritative es-
timates of the foreign exchange cost 
of this discrimination range as high as 
$ 3 billion a year and more." 

(Time Bell rings) 

They have calculated the price of fertilizers 
in various countries in proportion to that of 
paddy. And it is astonishing to note that the 
Indian farmer is paying more than five times 
of his counterpart in Japan to purchase the 
same quantity of fertilizers, and compared to 
neighbouring countries like Pakistan and 
Bangladesh our farmers are compelled to 
pay at least 2-1/2 to 3 times to get the same 
quantity of fertilizers even   with the so 
called subsidy. 

SHRI N.K.P. SALVE (Maharashtra) : 
Does the Government subsidise there ? 

DR.  YELAMANCHILI SIVAJI: 
I do not know. It is for the Minister to reply. 

Sir, the so called subsidy on fertilizers is 
working against the interests of farmers. If 
at all there is any subsidy, this subsidy is 
intended to, safeguard the inefficiency of the 
fertilizers industry in this country, to 
safeguard the high taxation on fertilizers, on 
naphta, on crude, on high freight rates of 
raiiways, on high charges of electricity, and 
not the interests of farmers. (The Bell rings). 

Sir, we know that in the Fertilizers 
Department there is a coordination 
Committee. In that Committee, headed by 
the3 Joint Secretary in the Ministry of 
Agriculture with three other secretaries of 
various Ministers and two representatives of 
fertiliser industry.. (Time Bell rings). They 
will fix up the price every six months. They 
are 

forced to escalate the price of fertilizers. .. 
(Time Bell rings) 

THE VICE-CHAIRMAN (SHRI 
SUKOMAL SEN): Dr. Sivaji, please 
conclude. There are other speakes. 

DR. YELAMANCHILI SIVAJI: 
Sir, there is a collusion between the industry 
and the Government. They escalate the cost 
of production, and, Sir,.. 

THE VICE-CHAIRMAN (SHRI 
SUKOMAL SEN: It is half-an-hour 
discussion.     Time is half-an-hour. 

DR.  YELAMANCHILI SIVAJI: 
The police resorted to firing and several 
people died in Andhra Pradesh also. Jakhar 
Saheb knows about it. 

Sir, the Government in their wisdom 
reduced the price. Is it warranted to kill 
people by firing ? What happened. Sir, is 
that the fertilizer industry is asked to fix up 
its own price, and on its own price the 
Government is subsidizing to the tune of 12 
per cent. Is there any industry in the entire 
world, leave alone this country, subsidizing 
on the cost of production on their own 
figure, of 12 per cent ? Ars you subsidizing 
your public sector industry by 12 per cent ? 
So, Sir, the entire subsidy is not intnded for 
the welfare of the farmer; it is intended to 
safeguard the inefficiency of the fertilizer 
industry in this country. 

THE VICE-CHAIRMAN (SHRI 
SUKOMAL SEN) : Have you concluded ? 

DR. YELAMANCHILI SIVAJI: 
Not yet, Sir. 

Sir, the hon. Minister has stated that 
every care has been raken in connection with 
the minimum support price. He has also 
mentioned that the rate of fertilizer is going 
to be enhanced. He is going to enhance 
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the rate of paddy by Rs. 7 per quintal and in 
case of wheat by Rs. 8 per quintal. By 
computing all these figures. I find that it 
amounts to about Rs. 208 crores. On ths one 
hand, you are penalising the far mers to the 
tuna of Rs. 3000 crores and for that you have 
reduced it by 10 per cent. And for the small 
farmers   .. (Interruptions). 

THE VICE-CHAIRMAN (SHRI 
SUKOMAL SEN): Dr. Sivaji, I am callng 
another speaker. Please conclude. 

DR.   YELAMANCHILI   SIVAJI: 
So, Sir, as far as figures for the small farmers 
and big farmers are concerned, I am warning 
the Government that this is giving scope for so 
much of malpractice and corruption in the 
Revenue Department. By taking Rs. 10 or 
Rs. 5 they can issue a certificate to farmers 
whether they are small farmers or marginal 
farmers. This Government cannot 
compensate it and it may give rise to so much 
of malpractice and law and order situation 
will break through out the country. I am very 
much confident that this Government may 
be washed away with the tears of the 
farming community. Sir, I would like to see 
that the enhanced price of fertilizers is 
reduced, without any reservation, lock, stock 
and berrsl; otherwise the farming community 
will see that th; present Government is ousted 
from power. 
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[The Vice Chairman (Shri Bhaskar 
Annaji Masodkar)  in the chair] 

THE VICE-CHAIRMAN (SHRI 
BHASKAR ANNAJI MASODKAR): 
Now, the Finance Minister. 

SHRI P. UPENDRA (Andhra Pradesh) : 
But there are othernames also. 

THE VICE-CHAIRMAN (SHRI 
BHASKAR ANNAJI MASODKAR The 
procedure is that Members who raise the 
discussion speak and thereafter the   
Minister    concerned 
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will reply and only thereafter   you can put 
questions. 

SHRI P. UPENDRA : We   have 
departed from the procedure. 

THE VICE-CHAIRMAN :(SHRI 
BHASKAR ANNAJI MASODKAR): I will 
again explain the procedure. The Members 
who have raised the discussion have tha right 
to speak and after they have spoken, the 
Minister concerned is called upon to reply. 
Thereafter, Members who have given their 
names, can ask questions. That is the 
procedure. Let us Allow it. 

THE  MINISTER OF   FINANCE (SHRI 
MANMOHAN SINGH)  : 

Sir, Ilistened, with great interest, to the hon. 
Members who have spoken on this very   
important subject.  I share their concern 
because, in the development of our country, 
agriculture and the interests of the farming 
community are of great concern, not only to 
the Government but to the country as a 
whole. Therefore this decision   that we had 
to take for raisingthe fertiliser prices was not 
an easy   decision.   If you want to look at 
this decision you must look 
atitinthebackgraound of the totality of 
circumstances in which our country is 
placed today.  I had an occasion   while 
replying to the debate on the Budget in this 
august House to mention the nature of the 
crisis that this country is facing.  If fertiliser 
subsidy in the year 1980-81 was probably 
about Rs. 500 crores this subsidy has 
incrased over the years. When we came on 
the scene a month and a half back our esti-
mate was that at a minimum this subsidy    
would rise to about Rs. 6000 crores in the 
year  1991-92. Now faced with a yawning 
fiscal deficit and a yawni ng budget deficit this 
Government   had to take this unpleasant 
decision.    It is   in some ways   unpalatable. 
I share with the House the sense of anguish 
and also anger. I submit respectfully that in 
the   circumstances   in which this country is 
placed today we had no 

other alternative. If we do not have any sort 
of cut in the budgetary deficit, there would 
have been a reckless inflation. Moreover 
there would 
have been a further weakening of 
international     confidence   in  our 
country. Today we may worry 
abouttbefertilizer prices. Butlwant to share 
with the House that we do not have foreign 
exchange to import the fertiliser. A very 
substantial quantity of fertiliser is being 
imported. If the international confidence is 
weakened  further and if 
India goes into a default situation then there 
will no possibility of effecting any import of 
fertiliser. If the import of fertilisers stops 
and if domestic production is inadequate in 
relation to domestic demand you would seein 
this country's history a crisis in the 
availability of fertilisers and a crisis in the 
fertiliser prices which you had never seen 
before. It is in this background of the totality 
of circumstances that 

we had to take this unpalatable decision to 
reduce the fertiliser subsidies to mobilise 
additional resources, to restrain other ex-
penditures and cut export subsidies to the 
extent of about Rs. 3000 crores Dr. Sivaji said 
that in the last ten years there has been no 
increase in the prices of fertiliser. That 
statement was not correct. I am afraid he 
has got his facts wrong. In fact the history of 
the last 20 years shows that whenever you 
have such a big increase in the petroleum 
prices there is no way in which you can 
protect   an industry like fertiliser. 
In the first oil crisis in 1973-74 when the 
prices of petroleum products quadrupled the 
prices of fertiliser went up and the fertiliser 
subsidies increased in a big way. I will tell 
you what was done. On the first of June 
1974, the price of Urea was increased by 90-
48%. the price of DAP was increased by 
140-3% and the price of NOP was increased 
by 81-41%. 
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[Shri Manmohan Singh] This  was the first  
oil shock. The second oil shock came in 1979. 
There was at that time only a caretaker  
Government just as we had a caretaker 
Government from November to April. 
Nothing was done. When the Congress    
Government cameto power, they found that 
there was no alternative but  to raise the 
prices.  On 8th June. 1980 the price of Urea 
was   increased   by 37-93 per cent.   The 
price of DAP   was increased by 38-8 per   
cent.    The price of MOP was increased by 36 • 
5 per cent.   What is more,   on   11th June, 
1981. the price of Urea was increased by 17-5 
per cent. 

DR. YELAMANCHILI SIVAJI: 11th 
July. 

SHRI MANMOHAN SINGH: I may be 
wrong. I stand corrected. The price of DAP 
was increased by 18-3 per cent. The price of 
MOP was increased by 18-5 per cent. In 
1983, there was a marginal reduction by 8-6 
per cent, in the price of Urea. There was a 
decrease in the price of DAP by 6-3 per 
cent. The price of MOP was reduced by 7-8 
per cent. On 31st June, 1986, there was a 
further increase by 9-3 per cent in the price 
of Urea, 7-46 per cent in the price of DAP 
and 8-33 percent in the price of MOP. 

In substance, the prices today are the 
same as they were ten years ago. 1 do not 
think this is a wrong statement. 1 have the 
facts before me. I can make these facts 
available to hon. Members. If, still, there is 
any mistake, I am subject to correction. But 
to the best of my ability, I assure you, I will 
not attempt to mislead this august House. 

The hon. Member said that never in the 
history of India was such a burden 
imposed. I am afraid, what I have said does 
not substantiate the point that hewas 
making. I have pointed out what happened 
in the wake of the first oil shock, what hap-
pened in the wake of the second oil shock 
and what we have done, 

as a result of the third oil shock, is 
moderate, considering the harsh realities of 
the economic situation. 

Also, there has been a reference to the 
distinction between the small and marginal 
farmers and other farmers. We have today, 
in our country programmes which make a 
distinction between the small and marginal 
farmers and other farmers. We have the 
institution of regional rural banks which were 
set up exclusively to help the small and 
marginal farmers. 

DR. YELAMANCHILI SHIVAJI: 
Regional rural banks ? 

SHRI MANMOHAN SINGH: For 
certain purposes, in a country which is short 
of resources, you cannot subsidise the 
farmers in the same proportion,—I 
respectfully submit—despite the greaicr 
importance of agriculture in our national 
life. Yoy cannot quote the experience of 
Japan. You cannot quote the   experience   
of   the   European 
Community. You cannoi quote the 
exper'ence of the United States. You cannot 
quote the experience of these countries where 
they give subsidies to the farming 
community. In the United States, farmers 
are 3-1 per cent of the total population. In 
the European Community, the proportion is 
no d'ffeienf. In Japan also, it is no different. It 
is easy for these countries to subsidise their 
farmers without their treasury getting 
bankrupt. But I respectfully submit, Sir, that 
in a country where the farmers constitute 70 
per cent of the population, there is no magic 
formula which can subsidise this 70 per cent 
of the. population. Any attempt to get away 
from this harsh reality of our country can 
only lead to an utter bankruptcy of the 
national 



197 Half-an-Hour [ 6 AUG. 1991 ] Discussion 198 

exchequer which would, in turn, lead to a 
total breakdown of the financial system of 
the country. 

The hon. Member also said that the 
Indian policy militates against agriculture. I 
madethat point myself, that you have, In this 
country, a regime which provides indiscriminate 
protections industry and this protecti on to 
industry is at the cost of somebody. Naturally, in 
a country where agricul-tureis so large, 
excessive protection of industry means 
protection against agriculture. It is this very 
strategy that we have sought to reverse in the 
courseofthis budget. In the past there have 
been feeble attempts, but for the first time we 
have set out before our country a coherent path 
of economic restructuring, that we will 
gradually reduce the protection enjoyed by in-
dustry, that we would encourage greater 
compaction in Indian industry so that it does 
not exploit the consumers but we must not do so 
in a manner thatdestroysourindustry. Our 
attempt is to reduce this protection, to reduce 
this discrimination against agriculture but without 
destroying our industry. This is becuase what 
would happen if you destroy the fertiliser 
industry in this country? we have no foreign 
exchange toimportfer illser. Who would be the 
worst sufferers ? The farmers would be the 
worst sufferers of the whole thing. So, 
whatever the grievances against the fertiliser 
industry, whatever onemay sayabout the wrong 
pricing policy, I think we have to keep the 
fertiliser industry afloat not only in the 
interest of this country, but in the interest of 
the farming community as a whole. 

I assure you, if there is anything wrong 
with the pricing of fertiliser products, we 
will look at it. 

Hon. Member Dr. Sivaji asked where 
else you have this 12 per cent rate of return. 
First of all, I want to say that this 12 per cent 
rate of return is not on every cost of 
production, or on every capital employed you 
give a guarantee of 12 per cent. 

There are norms with regard to capacity 
utilisation. If a firm, for example, has 
excessive amount of capital per tonne of 
production, it does get the same benefit as per 
the norms. We have norms for the use of 
energy, we hit venoms for the use of inputs 
and there are the norms for the capacity 
utilisation. Now, it is still possible that the 
system operates in sucha mannerthat it does not 
eliminate the scope for waste. If we have 
foreign exchange, we could import lot of 
fertilisers. Or, we could put a lot of pressure 
on Indian industry to reduce its cost, but 
unfortunately, the situation in when we are 
placed today, with no foreign exchange to 
buy fertilisers, I cannot go that route. 
Therefore, whatever I have to do, I have to do 
within the framework of the   available  
resources. 

THE VICE-CHAIRMAN (SHRI 
BHASKAR ANNAJI MASODKAR): 
Mr. Minister, there  are   questions coming lt 
will be beiter if you listen to all the questions 
and then give a reply. Youhave a right to reply 
at the end. 

SHRI MANMOHAN SINGH: I 
am answering all the questions that have 
been put to me. 

THE VICE-CHAIRMAN (SHRI 
BHASKAR ANNAJI MASODKAR): Other 
Members will also ask the questions you 
canrespondto them at the end. That is the 
procedure. 

THE LEADER OF THE OPPOSITION 
(SHRI S. JAIPAL REDDY: 
You may kindly direct the Minister to refer 
to all the points. Otherwise, the debate will 
be incomplete. 

THE VICE-CHAIRMAN (SHRI 
BHASKARANNAJI MASODKAR: 
There won't be any debate. He will be 
satisfying you by replying to all your 
questions. 

DR. YELAMANCHILI SIVAJI; 
Let   him   give an   exhaus tive reply. 
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THE VICE-CHAIRMAN (SHRI  
BHASKAR ANNAJI MASODKAR): 

That is not the procedure. Again the same 
questions may be asked. It is better that 
there is no   repetition. 

SHRI CHATURANAN MISHRA 
(Bihar): I have to ask some questions. 

SHRI MANMOHAN SINGH: I think I 
have answered all the questions. Some 
Members of the House referred to the 
difficulties in implementing the scheme for 
smali and marginal farmers. I do recognise 
the administration of these programmes 
raises problems, but it is not beyond 
ingenuity of our administrative system to 
take care of these problems. AsI mentioned, 
we do have programmes for small and 
marginal farmers. We have credit 
programme, we have other programmes, 
and I do believe that there may be initial 
difficulties, but our decision to exempt 
small and marginal farmers totally from the 
increase in fertiliser prices is a step in the 
right direction. It is an indication of our firm 
commitmeni to protect the interests of the 
farming community, particularly the 
interests of small and marginal farmers. 

SHRI VITHALRAO MADHAVRAO 
JADHAV (Maharashtra): Mr. Vice-
Chairman, Sir, I would like to put very 
pointed questions. The total fertilizer 
consumption in the country in 1980-81 was 
5.5 million tonnes in 1990-91 it has gone up 
to 12.7 million tonnes because, with the 
advancement in agriculture, our farmers are 
adopting new methods of cultivation. The 
average per hectare consumption of ferti-
lizers in 1985-86 was 47.4 kilogrammes and 
in 1989-90 it was 66.9 kilogrammes. That 
means the per hectare consumption of ferti-
lizer also has increased. I have taken the 
figures from the Economic Survey. The 
Economic Survey shows that our 
nitrogen/phosphorous production was 2.9 
million ton- 

nes in 1979- 80, 8.96 million tonnes in the 
year 1988-89, 8.54 million tonnes in 1989-
90 and 9.04 million tonnes in 1990-91. That 
is with regard to the production of nitrogen 
and phosphorous. 

Now let us take the imported fertilizers, 
because 1 am putting question on subsidies 
on imported fertilizers and domestic 
fertilizers. The import of fertilizers was two 
million tonnes in 1979-80 and 2.7 or three 
million tonnes in 1990-91. But here you say 
that the subsidy given on the imported 
fertilizers is Rs. 658 crores. The subsidy 
given on domestic fertilizers is Rs. 3,730 
crores. Domestic production was nine 
million tonnes and fertilizers imported were 
2.7 or three million tonnes. But the subsidy 
given of imported fertilizer is justRs.6 crores 
whereas the subsidy given on domestic 
fertilizer is Rs. 3,730 crores. So, the total 
subsidy given is Rs. 4,388 crores. These are 
the figures which I have taken from the Eco-
nomic Survey. My question is, why is more 
subsidy given on domestic fertilizers 
compared to the subsidy given on imported 
fertilizers? Is there any difference in the 
pricing pattern or, what is the reason? That is 
a very important question. 

Another important point is this: The total 
utilization capacity of our fertilizer plants is 
78.7 per cent this year. Last year it was 82.6 
per cent. So, a decline of some four per cent 
is there. The total production of fertilizer is 
12 million tonnes with the capacity 
utilization of 78.7 per cent. If the full 
capacity was utilized, I am sure that the total 
production would have gone up to 14 
million tonnes. Our requirement is of the 
order of 12.5 or 12.6 million tonnes. In that 
case we need not have imported a single 
kilogramme of fertilizer from foreign 
countries. Of course, I don't   want   to   be   
unjust   to   the 
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honourable Finance; Minister: I know that 
we are not having phosphoric acid and we 
are importing it. 

THE VICE-CHAIRMAN 
(SHRI      BHASKAR ANNAJI 
MASODKAR): He knows all that. Please     
put    your  question. 

SHRI VITHALRAO MADHAVRAO 
JADHAV: We are importing 1.5 million 
tonnes of phosphoric acid. Is it not possible 
to manufacture phosphoric acid in our own 
country, because very valuable foreign 
exchange is wasted on the import of 
fertilizers, which can be very easily avoided 
if we could manufacture phosphoric acid in 
our own country So, is it not possible to 
manufacture it in our country? I want a 
definite answer to  this. 

I would also like to know from 
the honourable Minister as to how 
much excise duty is charged on 
petroleum products which are im 
ported from the Gulf for the manu 
facture of fertilizers. Another 
question is, why is phosphoric acid 
imported? Is not there any indi 
genous availability? What are the 
sources and what efforts are made 
to tackle this problem? That is 
very important because it is not a 
matter of pride to the farmers and 
scientists of our country. We are 
having the third largest technical 
force in the world. We have got 
all minerals available with us. 
There is only the question of ex 
ploitation. So, by when will we be 
self-reliant? The subsidy with 
drawn is very large. Abruptly you 
have increased the price by 40 per 
cent. Is it not possible for you to 
reduce it to 20 per cent? You have 
reduced it by 10 per cent. That is 
a good step you have taken. The 
cost of the price of one bag of urea 
has gone up from Rs, 120 to Rs. 200 
which is too much. In the name Of 
small and marginal farmers even 
big   farmers-  and   others   who   are 

having farming as their side business just to 
save income-tax, will do black-marketing, 
and there will be great generation of black 
money. So, I would like to ask the hon. 
Minister to reduce the subsidy to 20 per 
cent and give relief to the farmers. That is 
my main appeal. 1 am a farmer, and I am a   
farming   scientist   also. 

THEVICE-CHAIRMAN 
(SHRI      BHASKARANNAJI 
MASODKAR): That is why I allowed  you  
this  indulgence. 

SHRI VITHALRAO MADHAVRAO 
JADHAV: That is my appeal. I have studied 
our economics also. From that point of view, 
I am asking this. 

THE VICE-CHAIRMAN 
(SHRI BHASKAR      ANNAJI 
MASODKAR) : Mr. Ambedkar. Please put 
questions only. Let us not   convert it into a 
debate. 

SHRI PRAKASH YASHWANT 
AMBEDKAR       (NOMINATED): 
This has almost been converted into a 
debate. 

The Government has made a statement 
that through procurement the farmers would 
be compensated. My specific question is 
that in the procurement policy only 15 per 
cent goes to the Government, and 85 per 
cent goes to the market. The compensation 
will be only up to 15 per cent. What is the 
mechanism with the Government to com-
pensate the remaining   85 per cent? 

THEVICE-CHAIRMAN 
(SHRI      BHASKAR      ANNAJI 
MASODKAR): Shri Pramod Mahajan. 

SHRI SATYA PRAKASH MA-
LAVIYA (Uttar Pradesh): Why from. 
Maharashtra  alose   2 
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THE VICE-CHAIRMAN 
(SHRI BHASKAR ANNAJI 
MASODKAR): He is from a different 
party. We are not going by States. 

SHRI SATYA PRAKASH 
MALAVIYA: I thought you are going  by  
your  State. 

THE VICE-CHAIRMAN 
(SHRI      BHASKAR ANNAJI 
MASODKAR): You are merging him with 
that party. 
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SHRI MANMOHAN SINGH : There 
will be no increase in the price for the small 
and marginal farmers. 
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SHRI CHATURANAN MISHRA: Many 
thanks. But how you are going to implement 
that will have to be seen. 
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SHRI    P.  UPENDRA  : Sir, I do not 
question the   competence of the hon.   
Finance   Minister.   But I must    say that in 
his anxiety    to correct   certain   imbalances   
in the Indian    economy,   he had  touched 
the most    sensitive    chord of the Indian 
nation and he has been pushed into  taking 
the  most unwise  step and also into adopting 
a very shortsighted policy.  I do not know 
whether the present Government wants to 
use him—because   he need not face the 
electorate  as all of us here and ultimately 
make him the scapegoat    for     these 
unpopular   measures.     {Interruptions)  .  
But it is really a short-sighted    and unwise 
step.  And from what 1 heard from the 
Finance     Minister it is    very clear  that in 
fact,  he was indirectly advocating the use of 
less fertiliser by pleading non-availability of 
foreign exchange, etc. We should not forget 
the days of PL-480.   After decades of hard 
labour by farms rs, and may be because of 
Government   policies to a certain extent, we 
have reached 
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[Shri P. Upendra] 
a stage where there is a record production of.. 
(Interruptions).. 180 million tonnes with a 
buffer stock of 20 million tonnes. But by this 
measure, if the fertiliser intake goes down 
gradually and if production is affected, again 
we may have to go back to the same stage 
when we had to import foodgrains and again 
we may have to get loans from the IMF, etc., 
to import foodgrains. Ultimately we may 
come to that si age. That is my fear. 

It was being talked for a long time that 
subsidies might be withdrawn, etc. Last year 
itself, the previous Government, Central 
Government tried to do it. The Congress party 
showed extra anxiety about the country and its 
farmers and forced the previous Government 
not to present the Budget. We thought that 
they were pro-farmer and pro-people. But it 
was all because of the fear of losing votes. 
Now it is very clear after what they have done 
today. Even before the Budget, people knew. 
When you called a meeting, when the Prime 
Minister called all of us and discussed, it was 
clear that such a step was coming in the 
Budget. Stocks had been cornerd. There were 
reports in various parts of Andhra itself. We 
have seen. People had gone to the bank, taken 
overdrafts and purchased stocks and kept 
them. You had put July 24th as the dividing 
line for wholesalers and retailers and all that. 
You must have known that at many places a 
wholesaler is also a retailer. By paying just Rs. 
200/-, a wholesaler can become a retailer and 
a retailer can become a wholesaler. This has 
happened. All the stocks and been cornered. 
There was an open black-market which led to 
the looting of fertiliser shops in Andhra 
Pradesh and other places, firing, lathi-charges, 
etc. Why were precautionary measures not 
taken ? Why was a blanket order not issue-that 
old stocks must be sold at old prices ? This is 
my first question. 

Secondly, you have announced in the Lok 
Sabha today that only a 30 per cent rise will be 
there and you will devise a scheme to 
compensate the small and marginal farmers. 
How can it work ? It will agam lead, as Dr. 
Sivaji said, to corruption among the revenue 
officials who have to give certificates. Then 
there will be cornering or diversion of j 
7.00P.M. stocks in the name of small and 
marginal farmers and black marketing. It will 
only lead to further black marketing and 
corruption. This is not workable. By dividing 
the farmers into two categories, I don't think 
you can achieve the objective. What are the 
steps you are taking to avoid black marketing 
and corruption ? 

My third question is, you said in your 
speech earlier also and you tried to justify it 
by telling that you will increase the 
procurement prices. You also know that the 
small and marginal farmers have no marke-
table surplus. Nothing is being procured 
from them. 1 quote your own Economic 
Survey, Chapeter 6, para 6.4, page 81. You 
said, "The increase in the prices of essential 
commodities was due to various factors. 
Prices of cereals, particucularly rice and 
wheat increased on account of substantial 
incrase in their procurement prices and con-
sequent rise in their issue prices which set 
the trend for open market price." You 
criticised the previous Government for 
increasing the procurement prices and again 
you are promising that by increasing the 
procurement prices, you would compensate 
the farmers. What is this contradiction ? 
Why is there such a contradiction ? How 
can you increase the procurement prices 
and control the market  prices also ? 

Then one more point is that if at all 
you think that the subsidies have been 
there for  a long time, 
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why did you think it necessary to completely 
wipe them off to the extent of 40 per cent in 
one year ? You could have evolved a 
consensus that over a period of ten years or 
fifteen years, this could have been liquidated. 
Instead, you have gone to such a steep 
increase in the price of fertilizers creating a 
scare in the whole country. Now you are a 
household name in every village. You are so 
popular now. Therefore, I request you 
finally, please withdraw this. This is a very 
very anti-farmers and anti-people measure and 
it will not work. You will become unpopular. 
Of course, this Government go sooner than 
later. We know it. But please don't expedite 
your exit by doing such an unpopular thing. 

SHRI JOHN F.FERNANDES: 
(Goa)  : Sir, we can understand the 
predicament of the Finance Minister. He has to 
deal with the balance of payments and high 
rate of inflation of 12 per cent and we can 
understand his dose of  Perestroika.   But still 
it was not proper for the Finance Minister to 
withdraw the fertilizer subsidy in toto.  It 
would have been proper if the subsidy was 
withdrawn in phases. The agriculture 
industry, I feel, is the largest  industry in our 
country. So I would request the hon. Minister 
to reconsider   this matter. In view of the 
statement made by the Minister of Petroleum   
and Natural Gas, I think, he is going to save 
some money on import of petroleum 
products.     I  would like to   know whether   
he would   reconsider   and use this money to  
import some fertilizer so that the small and 
marginal farmers are helped. 

SHRI RAMNARAYAN GOSWAMI 
(West Bengal): Thank you, Sir. All the 
political parties of our country have been 
expressing their strong opposition against the 
withdrawal of fertilizer subsidy and the hon. 
Minister is quite aware of that. Even the 
Members of the ruling party in various ways 
have been ev messing their resentment 

against it and questioning the rationality 
behind it. Even the hon. Minister is quite 
aware of the consequences as to what 
happened in Andhra.. (Interruptions). 

THE VICE-CHAIRMAN 
(SHRI BHASKAR ANNAJI MA-
SODKAR):   You ask the question. 

SHRI     RAMNARAYAN  GOSWAMI: I 
am coming to that, Sir. Due to the  fertilizer 
price hike, the Andhra Pradesh    peasants 
have no other   alternative but to take to the 
street and all  concerned condemned the police 
atrocities committed there. In this context,   
firstly, I   may say that in expectation  of such 
hefty rise in the price  of fertilizers, the 
stockists   have   already   sent   their stocks  
underground.   The Minister knows it—
causing    a further additional spurt in the 
prices.   This price rise has come in the midst 
of paddy growing season when due to paucity 
of rains,  the   paddy   growers   are already  
groaning  under  the  heavy burden  of using  
high   cost     diesel to   save   their   
parchedrup   crops. I  want  to know  whether 
this  increase   in  the   cost   of  production 
due to price enhancement of a vital 
agricultural       input   like   fertilizer is bound 
to adversely affect the production of kharif   
crop which has been already suffering due to 
less than average rainfall in large parts of the 
country and whether it will also reduce the 
prospects of rising production   of   rabi   
crops   whose sowing   time   is   fast   
approaching. The second part of my question 
is this.   The Minister     promises     to 
compensate these  rising costs partly by 
increasing the support price of agricultural     
products   which  will hardly be of any help—
this is my opinion—to   the   poor   farmers   as 
part of the State produce is more than one-
tenth of the total produce which is made in 
surplus-producing green areas which constitute 
less than one-sixth of the total cultivable land 
leaving out other regions where poor farmers 
predominate. Even in these 
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[Shri Ramnarayan Goswami] surplus-
producing areas the State purchasing 
operation begins more than a month after 
harvesting begins forcing poor farmers who 
have  no capacity to hold out, to sell it at 
throw-away-prices to unscrupulous traders 
in the district itself. In this state of affairs I 
want to know what the modalities are by 
which the Minister intends to  compensate     
the  farmers. 
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SHRI MANMOHAN SINGH: Sir, I 

had anticipated some of the questions that 
were asked today by some of the Members. 
In fact, I had answered a few of them. 
However, I will try to the best of my ability 
to answer the questions of the hon. 
Members. One of the hon. Members asked 
as to why the subsidy on domestic 
fertilizers was greater than that on imported 
fertilizer. It is a fact that international prices 
of fertilizers are below the domestic cost of 
production. As such, subsidy per tonne is 
less on imported fertilizer than on domestic 
fertilizer. But, today, we do not have the 
option to import more fertilizer a sit 
involves foreign exchange. If we had 
enough foreign exchange, in that case we 
could bring in more fertilizers, the burden 
would be less, there would be greater 
competion in the Indian market also, and so 
our producrs 

would also be under compulsion to reduce 
cost as suggested by several hon.  Members.   
But,     today, that option is not open to us 
because we do not have foreign   exchange. It   
is   equally   important  to   know that we 
import mostly DFA phosphoric   acid   and   
MOP,   while   in urea we are almot     self-
sufficient. An hon. Member asked as to why 
we did not produce more phosphoric acid.   
The answer, is, even if we were to produce 
domestically phosphoric acid we would have 
to import 85 per cent of the raw material, that 
is, rockphosphate. We are highly deficient in 
this basic raw material. As far as ureate of 
potash is concerned we have to import 
becaue potasic  fertilizers  are  imported to 
the extent of 100 per cent of our needs.   A  
question  was   asked  as to why phosphoric 
acid is imported. We need to import it 
because we have very nominal reserves of 
phosphate in our country and hence 85 per 
cent of the raw material will perforce    have   
to    be     imported, lion. Member, Shri 
Ambedkar, said that we propose to 
compensate the farmers by increasing the 
procurement prices but that would affect only 
15 per cent of the produce and how will that 
suffice.   I would like to tell the hon. Member 
that procurement   prices   in   our   country   
are support prices.   They are not obligatory  
in  the  sense  that the  farmers are not 
compelled   to sell to the   State.   They are   
not   a   levy. They set the floor and if you set 
procurement prices at a particular level, 
under normal conditions, market prices 
would be higher than the procurement prices 
and that is normally  the  rule.   Therefore,        
by tinkering with    procurement prices you  
assure  that,   even  though  we procure   only   
15  per  cent  of the produce, the rest of the 
produce also would   get   a   higher   floor   
price. Hence increase in procurement prices 
is an effective   mechanism for safeguarding     
the     intersts   of those farmers who have 
market   surplus. Now, Mr. Mahajan  asked 
why we say that the small farmers do not 
haev 
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[Shri Manmohan Singh] market surplus 
when every farmer has a market surplus. If 
that is the case those farmers would also 
benefit by the increase in procurement prices 
in addition; they will be doubly benefited. It 
is because, as I announced in the Lok Sahbha 
today, we are not going to raise the fertilizer 
prices as far as the small and marginal 
farmers are concerned. They will be getting 
double benefits and that should be a source 
of satisfaction to he honourable Member 
rather than a source of criticism of what the 
Finance Minister has done. 

I think Mr. Misrha asked several 
questions and I tried to take notes. 
One of the questions asked was 
whether we can reduce the prices of 
fertilizers through a reduction in 
in the price of natural gas. I must 
confess to you that I am not the 
Minister for Fertilizers and I do not 
have any great knowledge of how the 
prices are fixed in this industry. 
But I would like to share with the 
Members at the fact that if you re 
duce the price of natural gas, that is 
only a book-keeping entry because, 
if you give the ONGC or the Gas 
Authority of Tndia a lower price, 
you can certainly show that the 
fertilizer prices can be lowered, but 
then you would have to increase 
the oil prices elsewhere. Otherwise, 
there would be a decline in the 
surplus that is availale to he oil 
industry for. ploughing back. I 
was here when the honourable 
Minister for Petroleum gave the 
House the news that we have dis 
covered some additional reserves of 
petroleum. But   discovering   re- 
serves is one thing and converting them into 
production is another. It will take years 
before those reserves are converted into 
production on the ground. And, if you want 
to convert them into production, you need a 
lot of money because petroleum is a highly 
capital-intensive activity. If you think that 
you are going to solve the problem of the 
fertilizer industry by starving the ONGC of 
the needed resources, then you may will be 
falling from the 

frying pan into the fire and that will be a 
remedy worse than the disease. 

Shri Mishra also asked "why don't you 
do somethng about the transport and storage 
costs ?". Well, 1 take note of that suggestion 
and and I think that is a suggestion worth 
examining and I will convey that  to  the  
concerned  Ministers. 

Now, as regards the retent'on prices, 
several honourable Members have 
expressed their views. Some have criticised 
one particular method of fixing the prices. 
Also, I think, it has been suggested that v/e 
should go back to the Marathe Committee's 
suggestion of fixing the prices not on the 
basis of individual units, but on the basis of 
groups. All I can say is that I would convey 
his concern to the honourable Minister of 
Fertilizers. As for the suggestion that has 
been made as to whether there should be a 
parliamentary committee to deal with it, I 
will convey that also to the Minister      of 
Fertilizers. 

Another question has been asked: "Why 
are you giving fertilizers to" plantations like 
coffee, tea, etc. at the same price?". 
Obviously, there must be some reason, admi-
nistrative reason or other reasons, why it is 
not possible to fix the prices for each and 
every industry separately. Beyond that I do 
not have any other answer to his particular  
question   right   now. 

The honourable Member, Shri Upendra, 
whose opinion I greatly value otherwise, 
said that this particular thing is most unwise 
and it would, according to him, lead to my 
early exist. I can assure him that that does 
not worry me. If as Finance Minister I do 
not worry about the finances of the country 
and if I worry about my own popularity, 
then I think that I would not be worthy of 
the confidence that our country has reposed 
in me. 

I also take note of what he has said. He 
has said that stocks have been cornered.   I 
think it is a fact 
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that this matter has been under discusion for 
months. As he himself has said, when the 
Chandra Shekhar Government came to 
power, they were also considering this thing. 
Therefore, there has been, I think, a feeling 
that sooner or later, the prices are going to 
be raised. Although the honourable Members 
may not like, most of the people in our 
country know the underlying reality and so, 
they were expecting that something was 
bound to happen. Now, I do recognise that 
in that atmosphere, 1 think, some speculation 
takes place, some cornering of stock takes 
place. But then such is life. I think, life is 
not a straight linear path. I think, these things 
happen when you take decisions which are as 
discrete as we  have  taken. 

Well, another point has been made, I 
think, by Mr. Upendra and many other 
Members on our side also that the scheme 
that we have devised might lead to some 
administrative problems, it might lead to 
corruption. I am sure, my collegue, the hon. 
Minister for Agriculture will take care of 
those concerns. I think, we ourselves are 
aware that these things can happen, it will 
be the responsibility of our Administration 
to minimise the scope of such leakages. Well, 
a question has been raised about the effect 
of changing fertilizer prices on the issues of 
fertilizers. Now my honest answer to this 
question is that it all depends. If you have 
good rainfall, my own feeling is that this 
particular increase in fertilizer prices will 
not affect fertilizer issues, particularly when 
we have assured the farmers that we will try 
to compensate them by way of increase in 
procurement prices. Also, I would submit 
that since we have changed the exchange rate, 
a large number of export products, 
agricultural products have overnight become 
far more profitable than they were before. In 
fact, I think, my distinguished colleagues   
from   Andhra   Pradesh 

should be particularly happy that the 
products like tobacco would fetch more 
rupees than ever before. And, therefore, if 
there is a small increase in the cost of 
cultivation, I think, that would be more than 
taken care of by the increase in the rupee 
realisation from export proceeds. The same 
would apply to tea, the same would apply to 
coffee, the same would apply to a large 
number of agricultural products which are 
exported from here. Therefore, I do not 
expect that there would be any sharp decline 
in fertilizer use or the production of kharif or 
rabi will fall. 

DR. YELAMANCHILI SIVAJI: What 
about Shri Lanka and Poland? When 
subsidies were reduced the prices of fertilizers 
went up, and at the same time the 
agricultural   production went down. 

SHRI MANMOHAN SINGH: Why do 
you go to Sri Lanka? I am going to give the 
Indian example. I have the figures. I 
mentioned to you earlier. 

On the 1st of June, 1974, the prices of 
fertilizers were increased by 90 to 140 per 
cent. The price of urea was increased by 
90.48 per cent, and the total consumption of 
nitrogenous fertilizers in that year fell by a 
small amount of 3.6 per cent. And don't 
forget that was a drought year. And as far as 
the price of DAP was concerned, it was raised 
in that very year by 140 per cent. There was 
a fall in use by about 27 per cent. There was 
an increase in the MOP price of 81 per cent, 
but only 6.58 per cent decline in 
consumption. And then you come to 1980. 
The experience was exactly the opposite. On 
the 8th June, 1980, the prices of urea were 
increased by 38 per cent and the 
consumption of nitrogenous fertilizers went 
up by 5 per cent. The price of DAP was in-
creased by 39 per cent and the consumption 
of phosphatic    fertilizers 
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[Shri Manmohan Singh] 
went up by 5.18 per cent.   (Interruption)   you 
listen to me bacause  this exactly   the   
opposite  to  what you have been saying. The 
price of MOP was increased by 36.6 per  
cent, and the consumption    of potashic 
fertilizers went up by 3 per cent.  Therefore, 
on the basis of the data that I have,    I think, 
there is no basis for    conclusion    that this 
increase in the price of fertilizers is going to  
hurt     agricultural     production. If there is   
going to be any harm, we  would  remain  
alert,  the  hon. Minister    for    Agriculture 
will remain   alert.    We are as keenly in-
terested    in agricultural     development  as 
the hon.   Members on the other side of the 
House are. 

SHRI PRAMOD MAHAJAN: 
Procurement prices must be declared 
immediately so that they can start using 
fertilizers. 

SHRI MANMOHAN SINGH: An hon. 
lady Member, said that there are no big 
farmers now and that if you have details of 
small and marginal farmers you let us know. 
We do have, Madam, details of small  and  
marginal  farmers. 

We also know what is the amount of area 
under cultivation by small and marginal 
farmers. We do have separate schemes for 
small and marginal farmers. Therefore, while 
there may be administrative problems, I do 
not believe there will be insurmountable 
problems in implementing the schemes that 
we have. 

Now. I think Shri Mann on this side, 
while quoting some of the statement which 
I must have made in my earlier incarnation.. 
(Interruptions).. .said that the subsidy did not 
percolate to the farmers. Now, I think it is 
quite true that because our fertilizer 
industry is not as efficient as elsewhere, and 
also because the input price in our country is 
not as low as in many other   countries the 
price of natural 

gas for various reasons is much higher than 
the price of natural gas in other countries—
for all these reasons the price of domestic 
fertilizers is higher than the price of imported 
fertilizers. If we have ample foreign 
exchange then we simply say: well, the 
loss-making units in the public sector or in 
the private sector we could allow them to die, 
we would not starve our farmers and we 
would allow our farmers the import of 
whatever fertilizers were needed. I 
mentioned more than once before that, un-
fortunately, that option we do not have. So 
the choice that our farmers have is not 
cheaper imported fertilizers versus no. The 
choice today is to have only domstic 
fertilizers. If you say that you are not going 
to have that, well, we cannot give them 
imported fertilizers in the situation when 
foreign exchange is simply not available. 

I was also asked about the disparity 
between the urban and rural areas. Now, I do 
share this concern. While replying to the 
debate on the other side I did say that I am 
very worried that this urban-rural divide is 
wedening, that it is very explosive and 
therefore we must take measure which cut 
the root of this widening disparity. And [ 
also said in the other House that if you look 
at this problem in depth you cannot resolve 
these tensions by giving subsidies to 70 per 
cent of the popualation. There is no mecha-
nism in the world which can say that you 
give subsidies to 70 per cent of the populatton 
The country will go bankrupt, and I think all 
the talk of social justice and removing dsparity 
will come to naught. The only way to deal 
with urban and rural disparties is to strike at 
the root of the problem, and the root of the 
problem is that we have an excessively 
protected industry. You have been talking of 
inefficient fertiliser industry. That is true of 
most 
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branches of Indian industry. But we have to 
live with it. We cannot overnight get away 
from a highly protected, from the inefficient 
industrial structute. We have to gradually 
subject this industry to greater compet'tion-
both domestic competition and foreign 
competition. We cannot afford to kill our 
industry because if you kill that industry the 
farmers would be the sufferers. And that is 
why we have this new strategy which seeks 
to reduce the level of protection given to 
industry. If that strategy works out, you 
might see in this country for the first time a 
most emphatic programme seeking to bridge 
the gap between the rural and urban divide. 
This urban-rural divide cannot be bridged by 
giving handouts to agriculture or the farmers 
in our country. 

Now, another question was raised 
whether this will lead to a decline in 
production. My answer is that under normal 
conditions this is not likely to happen. 

Several questions were asked 1 think 
Shri Mathur asked about the fraud of Rs. 
100 crores. I do not know anything about it. 
If my hon. colleague, the Minister of 
Agriculture, knows something about it I 
would request him to supplement. 

He also referred to the lacunae in the 
fixation of retention Prices. I take note of his 
concern. I will have it conveyed to the hon. 
Minister of Fertilizers as well the suggestion 
that there ought to be a parliamentary 
committee to look at this whole system. 

Then, one last quesion was whether we 
are cutting subsidies or we are cutting 
expenditure as such. Sir. I mentioned in my 
Budget speech that we are now in the 
process of cutting expenditure, wasteful 
expenditure, wherever it exists. We have cut 
at one go the export subsidy worth Rs. 3000 
crores. We have   also   reduced   subsidies   
in   a 

number of areas. We have also begun a 
process of looking at all administrative  
expenditure.    I have   asked all the 
Ministries of the Government of India to 
priorities their  activities. I am  hoping that 
by 31st August this work will be completed.   
When that report will be available to me I  
will  discuss  with  my  colleagues and  hon.   
Members   of the  House as to how at the 
lowest rungs of the ladder we can remove   
certain proportion of activities  which have 
outlived   their    utility.       I       will come 
back in this House with the measures that 
we can adopt without affecting the 
efficiency of Government work.   I   assure    
you.     (Interruptions). 

SHRI P. UPENDRA: Wish you good 
luck. No Finance Minister  has   succeeded  
so   far. 

SHRI  MANMOHAN   SINGH: 
1 think, history dots not repent itself. In this 
case it is not going to be repeated. 

MESSAGES FROM THE LOK 
SABHA 

(I) The Delhi Municipal Laws 
(Amendment) Bill, 1991. 

(II) The Jammu and Kashmir Cri 
minal Law Amendment (Ss- 
cond   Amending)  Bill,   1991. 

SECRETARY-GENERAL: Sir, ] have 
to report to the House the following 
messages received from the Lok Sabha, 
signed by the Secretary-General of the Lok 
Sabha:— 

In accordance with the pro 
visions of rule 96 of the Rules 
of Procedure and Conduct of 
Business in Lok Sabha, I 
am directed to enclose the 
Delhi       Municipal Laws 
(Amendment)     Bill,   1991,  as 


