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Uttam Gupta disputes the projection that there would be no incremental demand for natural gas by 2005

N expert group appolnted by the
Government to assess the realistic
demand for natural gas by 200035 has

mooted nil incremental demand from the
fertiliser sector. Ironically, the arguments
advanced in support of this projection are
not that:l} there will be no growth In
demand for lertiliser, and 2] growth of
domestic industry s not necessary [or meet-
Ing the increasing demand. On both these
counts. the [acts speak otherwise.

According to the Elghth Plan Warking
Group on Fertilisers. the demand for nitro-
gen by 1999-2(101) has been nssessed at
12.7 5 million tonnes: As against this. the
likely production based on existing capac-
ity and alter taking into account the incre-
mental contribution [rom various projects
currently ander implementation. will be
about 9.2 million tonnes. This leaves a
nitrogen delicit of about 3.5 million
tonnes,

Of this. about one million tonne "N’ is
likely to become avallable from the Increase
in supply of complex phosphatic fertilisers
including DAP, needed to bridge the pro-
fected deflicit in phosphate supply vis-n-vis
the demand by 1999-2000), A further (0.7
million tonnes can be plugged through
import of urea of about 1.5 million tonnes,
which is a fairlv safe cushion and is very
much in line with the strategy adopted In
the Sixth and the Seventh Plan documents,
Dependence beyond that level could resull
In serious problems of availability and
exploitation in the intermational market.

Thatleavesan uncovered deficit ofabout
1.8 million tonnes nitrogén which must
necessarily be met by augmenting domestic
production capabilities to the extent of four
milllon tonnes equivalent urea, Onthe basis
that 73() cubic metres of gas is needed to
produce one tonne urea, this would require
additional gas availability ol about three bil-
tlon cublc metres per annum.

About lour million tonnes of urea capic-
ity in thecountry isbased on' naphtha as the
feedstock. Thisis an expensive feedstock not
only inview olthe higherprice. but also, low
conversion elliclency compared to natural
gas. Presently, the units based on naphtha
are viahle because under the retention pric-
ing and subsidy scheme (RPS), the excess of
their reasonable cost of production and dis-
tribution over the controlled selling price is
reimbursed as subsidy. However, in the
eventual decontrol regime. these plants will
become unviable.

Obviously. the country cannot afford to
lose this capacity. To prevent this and main-
tain the viability of these plants in a decon-
trolled environment. it is imperative that
they are switched over to gas, This would
mean anadditional demand lorabout three
bilion cubic metres perannam.

Unless about six billlon cubic metres of
gas per annum over and above the existing
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for plants under implementation are
assured, there Is a serious risk of the coun-
iry plunging into a crisis of urea supply
which, in turn. can play havoc with agri-
culture and specifically. lead to a steep
decline In foodgrains production.

Reportedly, the expert group has justi-
fied its recommendation on the basis that it
would be economical to set up lertiliser
plants [ully dedicated to meet India’s
demand hased on offshore gas. This would
mean that the plants located within the
country use imported gas; altermatively,
new units areset up abroad Inareas close to
sources ol gas supply, c.g. West Asia under
jaint venture arrangements.

[n regacd tothe first alternative, theonly

suppllesandthesuppliesalready committed  source for importing gas one can look for Is
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that (man-India gas pipeline for which an
Mol was signed in 1994, The eariiest that
the pipeline can be expected is by 19949-
20000 A more realistic projection would be
acouple ol vears bevond that, The kev ques-
tion is: can we wall that longr

That apart, the cost of gas [rom this
source will be prohibitive. On the basisolan
indicated price of about US § 2.5 per million
Btu (British thermal unit) at landfall point
and adding internal  transportalion
charges, thecost to the units would beabour
Bs 3. 5000-A.000 per thousand cuble metres
as against the corresponding price of
domestic gas In the range of Rs 2,001
3,000 per thousand cubic metres depend-
ing on location. Production at such pricesis
bound to be uneconomical,

Consider the second alternative, On this
[ront dlso. apart-from the joint véntuee in
Oman which has made some progress. no
other project, as per current reckoning, has
n chance ol seeing the light of the day. The
contemplated joint venture in Iranis still in
i limbo because Iraniims wish to price gas
much higher than the level at which the
project could be viable: The movesin respect
ol possible [Viin Qatar are stillin an embry-
O SLape

We should olso not be obliviows of the
indrastrocture. ol the 0Tt and foe internal
transporiation. The maximum: import ol
urca evier handled at the Indian portsin the
past was only about four million tonnes.
These were incldentally the vears when the
pressure of handling from other sectors wis
nol much. Over the vears. while import vol-
umes have increased substantially; the
crease in port handling capacity has not
been commensurate. Moreover. the future
plans lor expansion of port capacily, pale
inte  Instgnilicance vis-a-vis  projected
growth In import volumes.

Likewise, internal transportation inlra-
structure s totally inadequate. During the
current year, we have seen how the wagon
availability come up as a big stumbling
block. Because of this, the imported mater-
fal remained stuck up on ports for several
months. In fact; several vessels: carrving
DAP had 1o be diverted to neighbouring
countries,; ) ]

Unfortunately, in deciding who should
get how much gas, the core considerations
have been forgotien and the time-tested
pulicies/priorities thrown to the winds.
Various high-powered committees in the
fate 70 (Lov Raj Kumar Committee in
1976 and the Satish Chandran Working
Group in 1979 recommended use of nat-
uril gas in fertiliser manulactare on the
basis that siach use! [elches the maximum
economic value from the national angle
This was subsequently endorsed by the
Committee of Secretaries in 1954, The
industry grew on this hasis and even the
supply and distdbutlon infrastructure of
ens (including laying of HB] pipeline) was
tuned to the growing requirements of ler-
tilisers.

Even i recent vehrs, the |':1‘::!l||'| Plan
Working Group recommended growth of
lertiliser capacity on use of gos as the basic
leedstock. This was sUhsLg I!|,'|'|=;.'!;' rifterated
by the Joint Parllamentary Commitiee on
Fertiliser Pricing (JEC) in 1992, Why
should: then. the prlorities be changed dras-
tically to the point of giving no gas at #ll for
future growth of the industrys Such a deci-
sion will inevitably hamper the supply of
essential plant nutrients that are needed o
grow the required quantities of fooderains,
by the turmm of the century and bevond.

Themithoris Clief Evonamist, Fertillser
Association of India, New Delhi.



