11 Oral Answers

a Tl PRI AT 19T Sudsy &)
sTvE & 7

o Q7. TR, BRI aWTafT T,
& uaw ¥ w@ & 5 o9y WL
fagiv avwlv ¥ sin 8 WYY AT
garé & wd fael e7wIY nA W@
ToR ¢ oeqta ¥ 1 & Wew  war
a waifrn oAl AT AT HAlE
aT A = §, A Alfes § wledT
fs et & @WT @ AgT ¥ LA W
gala @ |

Subsidy on YFood and Feriilizer

*222. KUMARI CHANDRIKA
PREMIJI KENIA:{

SHRI PASUMPON THA.
KIRUTTINAN:

Will the Minister of FINANCE be
pleased to state:

(a) whether Government are con-
sidering to withdraw subsidy on food
and fertilizers; and

(b) if so, what are the details
thereof and in what manner Govern-
ment propose to compensate the
farmers to offset the high cost of

production?

. THE MINISTER OF STATE IN
THE MINISTRY OF FINANCE (SHRI
SHANTARAM POTDUKHE): (a) and
(b) A statement is laid on the Table

of the House.

Statement

In so far as food subsidy is con-
erned, the subsidy on sugar has been

ithdrawn with effect from the even-
ing of 24h July, 1981,

+The question was actually asked on
the floor of the House by Kumari

Chandrika Premji Kenia.

[RAJYA SABHA]

to Questions 12

In the case of fertilizer subsidy,
low analysis fertilizers such as cal-
cium ammonium nitrate, ammonium
chloride, ammonium sulphate and sul-
phate of potash have been freed from
price and movement control with
effect from 25th July, 1991. The
prices of all other fertilizers have
been increased on an average by 40
per cent with effect from 25th July,
1991. In addition, in respect of single
super phosphate, there will be a ceil-
ing on the subsidy per tonne payable
to producers so as to move towards
total deregulation in the next few
years,

Farmers will be compensated for
the proposed increase in the price
of fertilizers through suitable increases
in procurement prices. In addition, it
will be ensured that 50 per cent of
Plan resources are invested in the
agricultural and rural sectors. The
provision for the continuing schemes
for assistance to small and marginal
farmers for dug-wells and shallow
tube-wells would be doubled. The
ceilings on assistance in difficult areas
where the water level is very low,
would be removed. The provision for
assistance for fresh water and brackish
water acqua-culfure and for oilseeds
and pulses production would be sub-
stantially stepped up. New schemes
are being drawn up to popularise
small tractors and matching imple-
ments, drip and sprinkler irrigation in
areas where water is scarce, and
quality seeds in low yield areas. A
new scheme would be implemented
from this Kharif season for providing
assistance to State Governments, co-
operative societies and farmers groups
to provide blanket plant protection
cover on payment of a small fee in
large identified areas under cotton or
pulses. The credit structure would be
strengthened to ensure adequate
availability of credit particularly to
the small and marginal farmers. Soil
testing laboratories and farm advisory
services all over the country would be
strengthened to ensure efficient use of
fertilizers and popularise the use of
bio-fertilizers.

>
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KUMAKI CHANDRIKA PREMJI
KENIA: Sir, the Union Budget for
1991-92 has made a major attempt to
cut down the fisca] deficit to the tune
of Rs. 14,975 crores with a view to
complying with the conditions of the
World Bank, A major portion of the
reduction has been effected through a
cut in the non-Plan expenditure to
the tune of Rs. 12,239 crores and
about Rs. 2,200 crores through addi-
tional taxation measures, The Union
Budget hag siashed the provision for
subsidies. The major subsidies,
namely for food, fertilizers and ex-
port prmotion to the tune of Rs. 1.726
croreg have been cut down. I would
like to submit that the Government’s
step to hike the fertilizer prices by
as much as 40 per cent would con-
tain the subsidy to the level of
Rs, 4,000 crores only as against the
anticipated level of Rs. 7,000 crores
as stipulated in the Budget and as
claimed by the hon. Finance Minis-
ter due to the impact of the 12 per
cent surcharge and the recent de-
valuation of the rupee. 1 would like
the hon., Minister to react to the
statement. Sir, another disturbing
factor is the decontro} of certain fer-

tilizers which are termed as the low- °

analysis fertilizers. It has been de-
cided that there would be no price
movement control on such itemg like
Ammonium Sulphate, Calcium Nit-
rate and Ammonium Chloride. As a
result, the prices of these three ferti-
lizers will increase considerably
though they provide the same nutri-
ents like urea which is subsidised.
Will the hon. Minister react to this
statement because decontrolling these
items will lead to market distortions?
Finally, will the Finance Minister
comment on the statement that the
withdrawal of the subsidy on fertili-
zers will affect the agricultura] pro-
duction adversely and also it  will
affect the farmerg and the common
man adversely because the budget is
inflationary? The Finance Minister
has himself admitted that the Bud-
get will cause inflation for the next
three years.

THE MINISTER OF FINANCE
(SHRI MANMOHAN SINGH): Sir,
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to Questions 14

the right hon. Member had started
by saying that we have cut subsidies
at the behest of the World Bank. I
respectfully submit that that simply
is nog true. 'What we have done is in
the best interests of the country...
(Interruptions) ...

THE LEADER OF THE OPPOSI-
TION (SHRI S. JAIPA], REDDY):
You have done is as the behest of the
IMF and not the World Bank...(In-
terruptions) ... ’

SHRI MANMOHAN SINGH: The
second thing that the right hon.
Member asked was whether what we
had done will lead to market distor-
tions) .. . (Interruptions) . ..

SHRI MENTAY PADMANABHAM:
Sir, there are only hon. Members in
the House ang there are no right hon.
Members, .. (Interruptions) ...

SHRI MANMOHAN SINGH: My
answer to the second question is ‘No’;
there is no such danger. She then
asked whether withdrawa] of subsi-
dies would affect the  agricultural
production and the farmers in parti-
cular, My answer is ‘No’, because
the Government is committed to doing
all that is possible to encourage far-
mers to increase food production and
tc encourage agricultural production.
To encourage agricultural production,
Government have already decded
that if there is any adverse effect it
will be taken care of through suitable
adjustment in the procurement pri~
ces. The fourth gquestion she asked
was whether the Budget will be in-
flationary. My answer is that tak-
ing into account the totality of cir-
cumstances, the tight fiscal monetary
regime that we envisage, the 2 per
cent reduction in the fiscal deficit,
history of this country before, the
history of this country before, the
overall impact of this Budget will be
disinflationary, and not inflationary.

KUMARI CHANDRIKA PREMJI
KENIA: 1 would like to submit that
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as far as cufting of the financial de-
- fieit to 2 per cent is concerned, as
stated by the Finance, it is in res-
ponse t0 the IMF loan conditiona-
kty.,.

"""SHRI A. G. KULKARNI: What is
the question?

KUMARI CHANDRIKA PREMJI
KENIA: Apart from that, I had ask-
ed a very specific question about the
decontrol of the  fertilizers items
which will really create market dis-
tortions, I would like to have a pro-
per response from the Finance Min-
ister to that. Sir, the Finance Min-
ister has stated that the resources for
development must be raised  Irom
those who have the capaCily to pay
ang tax revenue from direct tages
must improve. Yet, nothing has been
proposed in the Budget for taxing
the rural rich. The agricultural in-
come and wealth generated from ag-
riculture continue to be exempt, So
is the position regarding capital
gaing arising out agricultural proper~
ties. Will the Finance Minister agree
that there 1s no justification for spar-
ing these in the agricultural sector
who have the capacity to pay such
taxes? I

Finally, you have promised en-
hancement in procurement prices W
compensate the losg to farmers due
to raising of fertilisers prices by 40
per cent. Many I know from the hon.
Minister, when will the Government
act on thig promise and what will
be the modalities?

SHRI MANMOHAN SINGH: Sir, 1
would again like to emphasize that
what we have done is not at the be-
hest of the Government or the World
Bank, but what we have done is in
the interest of the people of tk}is
country. Therefore, for any mis-~
conception to the contrary, I am
afraid, there is no basis.

The second question that the hon.
Member asked, and I did try to ans-
wer, is, is it a fact that we have de-

[ RAJYA SAEHA!

to Questions 16

controlled certain fertilizers? This in
itself is not going to cause market
distortions. In fact, we are going to
put a ceiling on the subsidy admis-
sible on some of these products and
an incentive for reduction in the cogt
o1 production. )

Tne third point that ghe raised is
with regard to the taxation of the
rural rich. That suggestion is for
action We . consider all these sug-
gestions as and when the opportunity
arises. We can consider all these
things, That idey wag presented in
my Bidget.

The next question she asked was
sbout the enhancement of procure-
ment prices. Wa have established a
hiechanis;n for *hat.  The Agricul-
tural Price Commission is there. Their
recommendations are considered by
the Government. They come up to
the Cabinet. And you have my assu-
rance that we would take appropri-
ate action ag soon as possible.

SHRI S. JAIPAL REDDY: Sir,
there is a feeling in certain quarters
that reduction in fert'lizers subsidy
affects only the rich farmers. In my
humblg view, it is not true, The rich
farmers are in some way taken caré
ot through increase in the procure-
ment prices. It is the small farmers
who has no merketable surplus, who
will be severely affected. So, I
would like to ask the Finance Minis-
ter as to how he is going to help the
small farmer who will be directly and
severely affected by the steep with-
drawal of the reduction in subsidy.

Part (b) of my question is that it
ig applicable only to fertilizers to be
released now. But in Andhra, the
fertilzers dealers who have had a
better idea about this than all of us,
nave been hoarding fertilizers for a
long time and they would like to sell
the hoarded fertilizers at the new
rates. And what does the Govern-
ment of India propose to do to stop
this melpractice?

-
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SHRI MANMOHAN SINGH: Sur,
it is true that bigger farmers pro-
tably use more fertilizers, But the
information tha* I have is that is not
irue that small farmers do not pro-
duce for the market. Years ago,
the most authoritative study in this
subject wag done by a very distingu-
shed economist :n this country who
was later on the Chairman of the
Agricultura] Prices Commission, the
late Dr. Dharam Narain. Apnd Dr.
Jharam Narain's study shows that
-early 50 per cent of the marketed
surplus in thig coun‘ry came from
what could be called as small farm-
ers, Therefore, as we adjust pro-
<urement prices, their interest would
also be taken care of. But the hon.
Member 1s right that there may be, I
think, some residual problems. For
the farmerg who do not produce for
the market, as I mentioned in my
Budget Speech, special programmes
will be adopted by way of increased
credit facilities, by improved exten-
sion services, pest control measures
«nid provision of pesticides, And L
do believe that the answer we have
given lists various measures that we
have in mind, We are committed to
carmarking about 50 per cent of Plan
funds for rural and agricultural de-
velopment. We would ensure that
these programmes have a bias m
favour of small and marginal farm-
«s.

SHRI S. JAIPAL REDDY: The
second part of my question has not

been answered...

DR. YELAMANCHILI SIVAJI: Tt
ig about hoarding of fertilizers in
Andhra Pradesh.

SHRI MANMOHAN SINGH: I am
sorry, Sir, I forgot to answer the
second part of his guestion. With re-
gard to the pricing of fertilizers or
fertilizers already with the dealers,
the hon. Member will be pleased to

‘know that my distinguished collea-

gue, the hon. Minister for Agricul-
ture, on that very day when we an-
nounced prices of fertilizers, issued
instructions that this increase in pri-
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to Questions is

ces will not apply to fertilizers sold
our of stucks already with the dea-
lers.

SHRI S. JAIPAL REDDY: Sir,
the guestion 1s not one of instruc-
tions, The question is...

MR. CHAIRMAN: Instructions

have been issued by the Minigter o1
tInterruptions)

SHRI 8. JATPAL REDDY: sir,
we have a real law and order prob-

lem 1n Andhrg Pradesh, .. (Interrup-
ttonsy

SHEI MOTURU HANUMANTHA
RAO; Dealers are refusing to sell ay
old  rates...(Interruptions)...Farm-
ers are agitating. Firings have tak-
en place all over Andhra Pradesh...
fInterruptions)

SHRI MENTAY PADMANABHAM:

tdow do you ensure that they sell at
the old rates?

(Interruptions)

MR. CHAIRMAN: He has followea
your question. They want to know
how will you ensure that...(Inter-
ruptions) What is the methodology?
(Interruptions)

SHRI MENTAY PADMANABHAM:
The price of a bag of 50 Kgs. has
gone up by Rs. 60...(Interruptions)

MR. CHAIRMAN: Hg has followed
vour duestion.

SHRI MOTURU HANUMANTHA
RAQ: There hag been firing in so
many places in Andhra Pradesh.
tInterruptions)

SHRI MANMOHAN SINGH: Sir,
1 will consult my hon. colleague, the
Minister for Agriculture, and I will
come back to you. (Interruptions)

MR. CHAIRMAN: They want to
know how do you distinguish...
(Interruptions)

DR. G. VIJAYA MOHAN RED-
DY: There are police firings going on
in Andhra Pradesh. Your assurance
has no meaning. (Interruptions)
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MR. CHAIRMAN: The Minister for
Agriculture is standing. He is also
an agriculturist himself. He knows
everything.

THE MINISTER OF AGRICUL-
TURE (SHRI BALRAM JAKHAK):
I would iike to add, M. Chairman,
Sir, that the day the Budget was pre-
sented, my Ministry took the imme-
diate step to inform all the State Gov-
vernments to check ang register
whatever they had in their stocks,
and asked the State Governments to
see that this fertilizer ig not sold at
the enhanced rates. 1 altered
everybody throughout the country
and published in all the me-
dia, in Doordarshan, Radio news-
papers and also told my farmers to
look after their interest. 1 have
also instructed all the agriculture
departments throughout the States
to see that their agriculiure officers
go and check it. Now, I have got
some reports. I am always on the
telephone with them to see fhat this
thing is stopped.

DR. YELAMANCHILI SIVAJI:
1 have checked with the Agriculture
Ministry. The Agriculture Depart-
ment in Andhra Pradesh says that
there ig a Directive from the Govern-
ment that the stocks that are with
the retallers are to be sold at old
rates. But some stockg held with the
wholesalers are to be sold at mnew
rates.

SHR]I BALRAM JAKHAR: Only
new stocks are to be sold at new
rates. (Interruptions).

DR. YELAMANCHILI _ SIVAJI:
At this moment of time ... (Interrup-
tions) .

SHRI MENTAY PADMANABHAM:
How can the hon. Minister distingu-
ish between. .. (Interruptions)

SHRI BALRAM JAKHAR: I know
that cannot be. (Interruptions). But
it is a question whether the stock is
lying with them or not. (Interrup-
tions. Mr. Chairman it is the quan-
tity of the stock.

{RAJYA SABHA]

to Questions 20

SHRI MENTAY PADMANABHAM:
What is the purpose of...(Interrup-
tions) .

DR. YELAMANCHIL] SIVAJIL:
Sir, the National Highway is blocked
by farmers for want of fertilizers.
What is the Ministry going to do to
restore the Highway and to sell the
stocks at normal price?

SHRI VITHALRAO MADHAVRAO
JADHAYV: Mr. Chairman, Sir, in the
reply it is...(Interruptions)

SHRI JAGESH DESAI: They must
have done... (Interruptions).

SHRI MENTAY PADMANABHAM:
Sir, this is a very very serious mat-~
ter ag far as Andhra Pradesh and
other places are concerned. I want
to know whether the Minister is mak-
ing a statement on this because the
fertilizer prices have suddenly shot
np. The farmers are not able to
adjust the budget. This is a sowing
seagon. Fertilizer ig very important
for thig Kharif season. I want to
know whether the Minister will come
out with a statement on this issue.
Let the Minister assure the House...
(Interruptions) .

SHR1I BALRAM JAKHAR: [ am
very much concerned. That is why
I took immediate steps on that very
day without even consulting anybody.
I thought it was inappropriate. 1
think, we should all have to coope-
rate. The State Government should
cooperate and I also ask my farmers
to see that something is done, be-
cause some malpractice can exist and
can happen. That is what I think.
We have to do it. We have to safe-
guard their interest. I knew it was
going to happen and stocks are to be
sold which are available anywheve.
I know there could be no distinction
between the olgd and the new. The
problem that we have is, whatever
bappened, I tried to find out. I knew
what was going to happen and I took
that step. Never before it has been
done like that.
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SHRI VITHALRAOQO MADHAV-
RAO JADHAYV: Sir, low analysis

fertilizers such as calcium ammonium
nitrate, amonium chloride, ammoni-
um sulphate and sulphate of potash
have been freeq from price hike. Sir,
for these fertilizers, sulphate of po-
tash and ammonium sulphate the
price is already low. There is no
obligation from the Government and
the Ministry that they are  giving
some concession in prices, Sir, in his
second reply, he said the prices of
all other fertilizers have been in-
creased on an average by 40 per cent.
Sir, ‘the rea] fertilizers are urea and
other mixtures, nitrogen, phasphorus
and potash. Nitrogen phosphorus- are
costly fertilizers. So, may I. know
from the hon. Finance Minister, as
he has increased the prices of fertili-
zers by 40 per cent on that line
whether the Minister wants to in-
crease by 40 per cent the procurement
prices of agricultural commodities.
Unless an increase of 40 per cent in
the procurement price is allowed,
the farmer will not get compensation
for increase in  fertilizer price.
Secondly, the hon. Minister has stat-
eq in his reply that the farmers \yill
be compensated for the proposed m-
crease in  the price of  fertilizers
through suitable increase in the pro-
curement price, and in addition to
that, it will be ensured that 50 per
cent of Plan resources are invested
in the agricultural and rural sectora.
1 would like to know as to how this
50 per cent investment in the agri-
cultural and rural sector will com-
pensate for the abolition of subsidy
on fertilizers and how the farmer
will get benefited out of that invest-
ment. Then the hon. Minister has also
stated that new schemes are being
drawn up to popularise small trac-
tors and other matching implements.
1 woulg like to know whether any
subsidy ig being provided on such
purchases by the farmers. I know you
want to modernise agriculture but
unless the purchasing capacity 'of the
farmer is increased, he cannot pur-
chase either small or big tractors.

SHR] MANMOHAN SINGH: 1

[ 30 JULY 1991)

to Questions 22

think the assumption that if price
of fertilizey is increased by 40 per
cent, procurement price must also in-
crease by 40 per cent, is not correci
because fertilizer is only one item of
the cost of production and I have al-
ready assured the House that increase
in fertiliscy price in so far as it in-
creases thy cost of production f food-
grains, wil] be fully takepn into ac-
count while fixing the procurement
price. But [ cannot say at this stage
as to whit that percentage will be.
We have establisheg mechanism :n
the Government to do these ca.cula-
tions and as soon as these calcula-
tions are ready, T will come before
the House and share the information.
with the House,

Second question was .about 50 per
cent of the plan outlay. I did mentjon
that our Government is committed to
see that 50 per cent of the plan out-
lays are spent on agriculture and for
the benefit of rural development,
About the new schemes, some new
schemes are needed; some of thesc
new schemes are mentioneq in my
answer to the question. These arc
under examination and they would
be reflected in the plan for 1992-93
and I am sure all these things would
help to usher in a new dynamismy in
our agricultural and rural sectors and
that the totality of the measure:
that I have taken, taking into ac-
count what has been done to reduce
and eliminate excise Juty on large

number of agro-based activities,
would usher in a new agricultural
revolution in the country. There is

still scope for subsidies but 1 dg be-
lieve honestly that the time has come
when the country ought to recognise
that our farmers neeq a 1ot more and
that subsidies must,. therefore, have
a less and less scope.

SHRI VITHALRAO MADHAVRAQ
JADHAV: What will be the impact of
al] this on our agriculture?

SHR1 MANMOHAN SINGH: I have
not done the exact calculation and I
can say only on a rough basis that
if one assumes that the level of con-
sumption of fertilizer in the country
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as a whole is as high as the level of
fertilizer consumption in the State
like Punjab which is the highest user
of fertilizer on per hectarc Dbasis,
then such wild assumption and calcu-
lation that ] have, shows that there

would be an increase of Rs. 7,- per
quintal in the price of paddy, Rs.
8- in the price of wheat, ete. This

is the range. 1 am not saying that
these are the final figures, but rough-
ly this is the order and magnitude,
ang in recent years, fertilizer prices
have increased much more than this.
But we can take care of it while fix-
ing procurement prices.
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to Questions 24

SHRI MANMOHAN SINGH: I
would like to say that the question
about the effect of the increase in the
fertiliser prices on the international
competitiveness for the agricultural
cxports cannot be viewed in isolation.
In fact, what I have done on the ex-
change rate front—the adjustment of
the exchange value of the rupee---
plus what has been done in excise
concession on agro processing 1
think, have greatly increased the
incentive for agrarian exports, in
totality. These were not done before.
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West Bengal Proposal on Balance of
payment Crisis

*223, PROF. SOURENDRA BHAT-
TACHARJEE:{
MISS SAROJ KHAPARDE:

Will the Minister of FINANCE be
pleased to state;

(a) whether it is a fact that the
West Bengal Government has come
up with an alternative approach to
resolve the balance of payments
crisis as per the news-item entitled
“Bengal FProposals on BOP Crisis”
which appeared in the ‘Hindustan
Times’ of the 6th July, 1991;

+tThe questlon was actually asked on
the floor of the House by Prof.
Sourendra Bhattarcharjece.



