Chepter V

4 ™
FERTILISER PRICING AND DISTRIBUTION POLICIES

In a planned economy like ours, Govermment's policies
play & cruciel role for the achievement of certain socio-
~gconomic objectives, which may not necessarily be the prime
objectives of the industry. Since the initiation of 'Grow More
Food! campaign in the earlyi1940' 8, the agricultural sector
has been receiving prime imp"o\rtance under all developuent
programmes at the natlonal level. The supply of menures and
fertilisers, seeds, implements, etc., formed an essential
feature of all the development programmes. Since the fertiliser
was and hes remainéd a relatively scarce commodity, greater
focus of Government policiss, with respect to fertiliser, hes
been on its distribution, price stabllisation and transport

cost equalisation. We will discuss these policies in some

»

detall im this chapter.

Distribution of fertilisger

The promotion of the use of chemical fertiliser formed
an essential feature of the 'Grow More Food' campaign which
was initiated in the country, on the recommendation of a high

level conference held in Bombay, in 1942..~1 As the indigenous

Report of The Fertiliser Distribution Enquiry Committee (1960)"
Ministry of Food and Agriculture,(Depariment of Agriculture/,
Goverment of Indis, New Delhi, p.11.
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production of nitrogenous fertiliser at that time was very
smell, it was decided to import feéc’cilisers from the interna-
tionsl market, However in the interratioml market slso the
supply of nitrogenous fertiliser dwindled owing to increased
used of ammonia for ammunition production during World War II.
In order to overcome the scarcity of various commodities,
being experienced in many couniries, an 'Intermational Emergency
Food Council' (IEFC) of the allies was formed to act as a
’co—érdinating agency' for allocating supplies of various
commodities, ineluding fertilisers, from surplus to defieit
countries. Since IEFC alloiments were made only to Govermments
of the allied countries, 'Central Pertiliser Pool' was formed
in the Ministry of Food and Agriculture in 1944 to import as

'well as distribute nitrogenous fertilisers in India.

However, in ordei_' to ensure equitable distribution of
fertilisers at fair prices throughout the country, the distri-
bution of indigenous nitrogenous fertilisers was also brought
‘u.nder fwtiliserpooly soon after its formation.

The popularisation of the use:of nitrogenous fc:z:c't:i.ll.:me:c'2

apmrehended the indigenous superphosphate fertiliser menu-
factures, Hence, they asked for tariff protection. On the basis
of Tariff Commissions recommendations the Govermment of India

formed a 'Superphosphate Pool' in 1949, for the procurement as

Ammonium sulphate was the only nitrogenous fertiliser which
wes distributed in the country. ‘
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well as distribution of superphosphate fertiliser. However,

in 1?52, ' superphosphate pool' was abolished, as the Govern-
me;nt {bi‘ India felt that there was no reasson for the super-

~ phosphate manufacturers to apprehend because the demand for

this fertiliser was keeping pace with supply. The Superphosphate
Pool was formed for avoiding gluts a8 well as price fluctua-

_tions of superphosphate fertilisers.

The distribution of pool fertilisers was made through
State Governments and within the State, by the Department of
Agriculture and private agencies. In the distribution of
fertilisers co-operative played & predominant role. Time and
again, complaints were made about the imperfection in their
working system. To patch-up the weaknesses; the Govermment of
Indis set-up a Committee known as 'Fertiliser Distribution
Enquiry Committee' under the Chairmenship of Dr. J.5. Patel’

with the following terms of reference

1. 1o study the system followed for assessing the demend of
nitrogenous fertilisers, mode of distribution in vogue
and, to recominend steps for improvement wherever necessary;
24 to study the role of distribution agencies employed, their
share in the distribution margin allowed and to recommend
such adjustments as may be necessary in the distribution

marging
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5« 1o recommend steps that should be taken to ensure that
the cultivators get the fertilisers of the requireq
gual 1ty and at no tified price, and

4. to study the. sys;bem in vogue for the distfihution of
superphosphate and the cost of distribution and to suggest

such improvements as may be considered necessary.

The Committee in its report submitted to the Govermment
of India in 1960, criticised the functioning of the co-opera-
tives and appreciated the private dealers. The report stated,
"with the starting of new plants & situation is likely to
develop where the supplies may temporarily exceed demand esesss
Even in the present situation of shortage, co-operstive organi-
sations which distribute fertilisers in U.P., Bihar and Punjeb
are reluctant to accept for sale, fertilisers other than sul-
‘pha’ue of ammonia. In Uttar Pradesh the other fertilisers like
urea, ammonium sulphzte nitrate (ASN) and calcium ammonium
‘nitrate (CAN) are sold through the seed stores of Agricul ture
Depariment since the co=-operatives are unwilling to handle ,
these, relatively new fertilisers which will hereafter be
provided in large quantities than sulphate of ammonia ...
In these circumstances the comnittee feels that the distribution
agents in the States, which are mainly co-operative organisa-
tlons, need to develop an aggressive sales progremme if they

wish to stay in the fertiliser business. Again in these

’
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circumstances, there will o 'longer be any justification for
giv@ng ;hb co=operative orgaﬁisatians the nmonopoly of ferti-
liser trade. On the contrary, the interests of agficultural
productién as well as of farmers would be best served by
throwing the trade open to competition." To support their
recommendation, the Committee cited an example of the progre-
ssive nature of the system of superphosphate fertiliser distri-
bution: "it is interesting to note that, this disparity between
‘supply and demand is either not present or is not acute in the
areas where the distribution is hendled by the agents of
manufacturers, who provide the necessary sales drive, incentive
and supervision. It is only in the areas where State Govermnments
have underteken distribution in general, through co-operative
societies or through thelr own depots that stagnation in the

sales of superphosphate has 000111‘9(1."4

The working group for Fourth Five Year Plan estimeted
that, about 44 per cent of additional food production could
result from f;ertiliser use. Since co=-operatives failed %o
achieve desired success in fertiliser promotion,and under the
prevailing situation of fertiliser shortages ,the Government
of India hesitated to throw the trade open for competition,
a resolution was passed on 18t October 1964 for the constitutlon

"Repoi*t of the Fertiliser Distribution Enguiry Committee(1960)",
. PaTTo

Ibid, p.71.‘
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of another Corémittee under the Chailrmenship of Shri B. Sivarsman
to look into ,)'the problems pertaining to fértiliser constmption,

- pricing, distribution, marketing and seles promotion. This
Committee, in their report submitted to the Govermment of India
in 1965 recommended to continue the distribution of ni-trogenous

fertilisers through Fertiliser Pool for the following reasons:5

1. Higher cost of production of indigenous fertilisers than
the price of imported fertilicers.
2. Regional imbalence in the production snd consumption of

fertilisers.,

In the first case fertiliser pool protects the interests
of menufacturers by avo idi}xg competition between pool and
indigenous fertilisers and,6 in the second case 11; protects the
interests of the consumers by providing fertilisers at

' reasonable prices.

Since private business does not flourish under atmos-
phere of coﬁtrol;s, the committee recommended for relinguishing
all controls on fertiliser distribution safter reaching a
certain stage of production, which the committee thought would
be reached by 1969-70. In December 1965, drastic changes were
made in the i‘ertillser policy, by “the Government of India, with

the objeet of providing greater incentive to the flow of

"Report of The Sivaraman Committee on Fertilisers",
MInistry oi Food & Agriculture, Govermment 0% Tndia ,1965,
PP.4T7=-48,
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private capital - both rupee and foreign - into the fertilisers
induwstry. One of the important policy decisions was that
fertiliser projects which were licenced before Merch 1967 and
later extended to December 1967 would be offered freedom to
market their produets through private asgencies and in arees

of their own choice, énd at prices to be determined by them for
& period of seven years from the date of starting commercial
production. These relaxations were extended to the existing
factories also. However, the Govermment reserved the right tw
tele up for its own distrilution 304 of the factorﬁfé production,
at‘prices 40 be negotiated with the factories. Tbus,the new

policy had relaxed all controls on fertiliser distribution.

During 1965-66 and 1966-67 the country faced écute
shortage of food-grains due to bad weather. Hence, substantial
imports of food grains had W be arranged on unprecedented
scale, and distress movements‘were made to scarcity areas.
Consequently, the movement of other commodiﬁes, including
fertilisers, suffered major transport botilenecks. During
1966-67, & campaign for the extension in area under HYV crops
was launched at the natioral level. Hence the Govermment
anticipated 2 steep increase in the demand for fertilisers, in
the near future, due 1o increase in area brought under HYV crops.
Therefore, following Siveraman Committee's recommendations,

for the felaxation of control on distribution, and keeping in
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view the new fertiliser policy, the Department of Agriculture,
Govermment of Indis, issued a letter on Septemﬁer 29, 1966,

, allowing menufacturers 4o sell 30 per cent of their production
in the areas of their choice with effect from 1st October, 1966,
Since the production of fertiliser did not reach a satisfactory
level, in the second stage of relaxation of control, they were
allowed to sell only 50 per cent of théir production in the /
free market with effect from 1st October, 1967. However, they
were advised to deliver the balance of their produetion to the
quernment of Irdia for distribution by the Central Fertiliser
Pool. Again the Department of Agriculture, Govermment of

India in a letter dated 15th Merch, 1968 permitted all the
mamfacturers of all nitrogenous fertilisers to market directly
70 per cent of their production at prices determined by themn,
with effec¢t from 1st October 1968, and thereafter, with effect
from 1st April 1969, they were permitted to market their

entire production, subject to the condition that the Govern-—
ment have the right to take 30 per;oent of their produetion

at discretion at a negotiated price. The manufacturers
developed markets far and wide and Fertiliser Pool competed.

with indigenous manufacturers in the open market.o

0ften, the predictiohs go wrong. Indigenous production

did mt reach the anticipated level ard shortage of fer‘bil'isers

Information contained in this and subsequent paragraphs was
obtained from The NMinistry of Agricul ture and Irrigation,
Government of India.



occured in many parts of the country. The manufacturers took
advantage of the situation of rising prices and shortage of
ferﬁilisers in the country. Complaints about nonwavailabilitj
of fertilisérs{ hoafdjngs, adulteration and over-charging were
received all over the counény. The only measure to tacile the
situation immediately was to reimpose statutory control on the
supply and distribu%ion of fertilisers. Initially, the manu=-
facturers of amumonium sulphate fertiliser were asked to distri-
bute 30 per cent of their production through Central Fertiliser
Pool for & period of 6 mombths, for certain priority uses, with
effect from 18t July 1972, On 1st July 1972, an order was
issued by the Govermment of India under section % of Essentisl
Commod ities Act 1955 to control despatches of State-wise
allocation of fertilisers, in accordance with the decisions
arrived at Biannuel Zonel Conferences. Simce then the Central
Fertiliser Poollin the Miniétry of Agriculture and Irrigation/
arranges zona% conferences prior to each crop season = Rabi
and Kherif - which is attended by representatives of the
éovernment of Indla, State Govermments, Union Territories,
commodity Boards, Fertiliser manufacturers ete. In these
confergnces fertiliser requirements of each State, Union
Territory and Commodity Board is assessed for each crop
Season. It is important to mention here that, at zonal confe-

rences the assessment is made in termé of fertiliser nubrients



- nitrogen, phosphorus and potash - and subsequently these
requirements are ‘converted into gquantities of different types
~of fert;liser materials. After taking into consideraticn the‘
total requirements and carry over stocks by States/Union
Territories/Commodity Boards and also indigenous availability
of fertilisers, as per the commitments of manufacturers, the
quantities to be supplied by PFertiliser Pool out of imports

are asseéged. With the object of ensuring thaﬁ the imported
fertiliser stocks do not affect the dispesal of stocks with

the indigenous-mamfacturers, the Govermment of India has taken
a decision to treat Central Fertiliser Pool only as a residuary

A

suppl iexr. .

Prior %o 196% %gparted non~potassic fertilisers were
bandled by the Regiorel Directors of Food. In 1968 Food dbrpo-
ration of India (FCI) was established and the haniling ar
distribution work of non-potassic impartﬁd fertilisers was
entrusted to it. Since then the FCI has been working as an
agent of the Department of Aériculture of the Govermment of
India. With effect from 1st March, 1976, PCI hes taken up the
handl ing and distribution of nonrpotassi; mported fertilisers
on ownership basis, and uxler this system, it purchases the
fertilisers on high-seas. This bhas shifted the finsncing for
imported non-potassic fertilisers from the Consolidated Fund
of India to the Commerciasl Banks and has also relieved pressure

on Goverment's Budget.

3 ’ i

/
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However, FOI found it difficult to handle the entire
quantity Q? growing imports of fertilisers. Hence, in May 1978
it was dee%ded to introduce other agencies for landling and
distributing imported non-potassic fertilisers on ownership basis.
Besides FCI, the other agencies which were entrusted thejob of
hendl ing and distributing imported non-potassic fertilisers
were (1) Indian Potash Ltd., (2) Hindusten Pertiliser Corpora=-
tion Ltd., (3) Southern Petrochemical Industries Corporation
Ltd., (4) Mangalore Chemicals and FPertilisers Lid., (5) Madras
Fertilisers Ltd. (6) Shew Wallace & Co. and (7) Rashtriya
Chemicals & FPertilisers Litd. These agencies have their own net

work of fertiliser distribution.

Due to mon-availability of potassic resources in the
country, entire demand for potassic fertilisers is met thfough
imports« Yhe distribution of potassic fertilisers id done only
by the Indian Potash Lbd. \

Price conbrol and mechoniem of prices fixation

With a view t regulate the quality, price and distria
bution, fertiliser was declare Ho bﬁén 'essential commodity' |,
on 29th March 1957 under the Essential Commod ities Act 1955,
and soon after that, on 23rd April /1957, the Fertiliser
(Gontrol) Order under Section 3 of the Essential Commodities
Act 1955 was promelgated which came into force from 15th May,
1957 .
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Two types of fertiliser price controls are being
exereised in the country. They ere:(a) informel price control
' end (b) formal price control. Under informel price control, the
price of fe;tiliser is voluntarily regulated by the industry, '
which is consistent with certain paremeters on which the
Govermment and the industry agrees The price control on single
superphcsphate has been inforﬁal since {952—53. Under formal
price control, the prices are statutorily fixed umder the rele-
vant statute. The prices of importaﬁt nitrogenous: fertilisers
have been statutorily fixed since the establ ishment of central
Fertiliser Pool. At present the prices of urea, DAP, NP-NPK
complex fertilisers etc. have been formally controlled. In
short, whether the control on price be formal or informal
depends on the deménd apnd supply position of the product and,
iﬁa importance from the netional point of view. There are
different formulae for fixing the prices of different types of

fertilisers.,

The Tariff Commission suggested & formula for determining
the ex~-factory price of guperphosphate fertilisers in 1951.
This formule was based on certain assumptions made by the
Tariff Commission sbout the nexr ket c;nditions and the installed
capacity of the fertiliser units. Although, the Supérphosphate
Pool was discontinued in 1952, the Govermuent of Indis conti-

nued to fix the meximum ex~factory priées of superphosphate
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fertilisers on the basis of this formula until 1966 and since
then this work has been assigned to the Fertiliser Association
of Indlia, which also follows the same formula. The formula in

its equation foruw an be written as ¢

P, = 180 + 0.6 (x=110) + 0.134 (y-180) + (z=21)

AN

where
P derotes price per tonne of superphosppate,
p:4 de‘mtes the current price of rock-phosphate,
& demotes the current price of sulphur, and
z denotes the current price of alkathene-lined jute
bags required for pack,ing one tonne of superphosphsdte
fertiliser.

The coefficients in the formula indicate the raw materials
and theix,' quantities that went into producticn of one tomne
of superphosphate. The constant represents the base ex-works
price of one tonne of superphosphate for all manufacturing
units. Constants within the brackets indicate the base unit
price of the raw materials. In February 1974 the base price of
fertiliser was raised to 220 for compenaating the general
inerease in pricesa: The main feature of the formule is thet
it provides for adjusiment in ;prices, in response to changes in

~ the prices of major inpute.

Price retention schemes were introduced for nitrogenous

fertilisers (since November 1977) and for NP-NFK complex



fertilisers (since February 1979). This scheme is based on
Merathe Committee's recogmendations7 and it ensures 12% posi-
-tax or 28.4% pre-~tax return on the net-worth. For price /‘
asseésment the employed capital is divided into net-worth and
borrowed funds on the basis of the latest information availaﬁle
in the published balance sheet of the individual unit.
Interest on borrowings has been calculated on an average raie
at which the same is paid on variovus loans.!lndividual price
for each product is fixed for different unigg\SE“EEe basis of
80% capacity utilisétion of sumonie plants and reasonable norms
of consumﬁtion of raw materials and utilities that have been
worked out by the techn;cal exprts with a view to record

them in the Report. In case of a unit which imports interme~-
diates in eddition to its own production, the gquantity of
imported ammonia has also been faken into écceunt. In @se of
complex fertilisers, in addition to ammonia capacity utilisa=-
tion, another constraint of 7@% phosphor ic acid plant capacity
utilisation, if any, has also been taken into account. The
cost per tonne of fertiliser is computed applying these norms
and the latest rates of inpufs. According to the Committes,
the basic pre~requisite that any imposed price should satisfy

is that, the producer should be able to earn a return at leest

Prétap Narayen, "Pertiliser Pricing", Fertiliser Industry
Co~ordinating Comuittee, finisiry of Fertilisers and Chemicals,
Govermment of India, New Delhi, (Unpubl ished Paper), PeT.
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equal to his cost of capital. Thus, the fixed price should be

such. that at the minimum :

Cost of Capital

]

Net profit

i

Sales Revenue - Cost of Equity + Cost of
« Borrowing

Pertiliser price stabilisation policy

As we have noted earlier, India has depended on large
quantities of imports of fertilisers. International prices of
fertilisers have been fluctuating more than would be desiraile,
“{-‘rom the point of view of inducement to- the farmers to use
fertilisers. Besides, there is a disparity between intermal
prices and impofted prices. Imported prices have been
generally lower thén the cos;a of productian%indigenaus
manufacturers. Hence there was also a question of protection
of intermal industry. Also there are regional disperities in
the production as well as consumption of fertilisers. Keeping
these aspects of +the situation in view it became one of the
important objectives of the fertiliser pool to regulate and
stabilise the prices of fef‘tilisers, over the years. And this
would be done in & way that sometimes pool could make a
surplus out of this dealing which would go to subsidise:.
the prices in some other years. In general and over the years

the pool would work on 'no profit - no loss' basis.
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Thus for the determinetion of market price, the prices of
impu;ted as well as indigenous fertilisers were pooled toge-
ther and a fair merket price was fixed in such & way thet the
exchequer would not incur any loss. Since the price of imported
fertiliser was lower than the retention price (i.e., procure-
ment price), the cowpetition between indigenous as well as

imported fertilisers was avoided by pooling the prices.

iablé 5«1 shows the procurement &= price, import price
amd market price of fertilisers during 1961-62 to 1965-66.,
It is seen from the teble that the procurement price for all
fertilisers was hiéher than the import price. Howevér, the
distribution prices (i.e. pool prices) and procurement prices
were more stable than the import prices. With the object of
promoting the consumption of new fertilisers such as CAN, ASN,

Nitrophosptates ete., they were sold at subsidised price.

Although, the object of the Fertiliser Pool 2t the +ime
of its formation was to operate at 'no profit - no loss!'
basis, in course of time,tﬁe Goverment of India started
conslidering it as a revenue yielding commercial undertaking.
The prices were generally fixed at higher level in order +o
keep psome margin for unforeseen expenses such as demurage,
loss of meterial during ocean transit, price fluctuations in
the internationsl, market, granting rebate {0 states on unsold

high priced stocks when the Pool price was reduced’ etc.



126

Table 5.1 ¢ Procurement Price, Import Price (¢.if) and Market price

(excluding inland railway_freight) of fertilisers in India.

( BEse Per tonne)

Brice

:
1

Fertiliser 1961~62 1962-63 1963~64 1964 -65 1965-66
Ammonium Procurement 246~336 246-365 246-335 246=316 246-316
Sulphate - Import 219,65 210.36 201.65 284.48 307.73
Pool 315.50 3%02.80 302,40 3%02.00 299,00
2. Urea Procurement 646.00 646.00 672.00 582.00 582.00
Import 470.49 438445 NA . 411414 504,64
Pool 605.53 640.00 640,00 540.00 537.00
3. CAN(Calcium Procurement 275.00 275.00 280.00 256-00 256-00
‘;‘g,ﬁ;ﬁ%ﬁ Import 21100 === no import =--
Pool 29100 239-00 23900 2%9-00 ,239-00
3+ Ammonium . Proéurement 394-00 394-00 40500 426-00 426-00°
?&%ﬁg%:e Import 265:00 ww= no import ===
(ASN) Pool 372-00 370-00 370-00 372.00 39.00
5+ Ammonium Procurement -- indigenous production Wot handled
Phosphate by pool. .
(20-20-0) Import - 461°0° 449,06 488.09 500.89
Pool - 491.26 477.83 519.05 532.17
6, Nitro=- Procurement -= No indigenous production =~
prosphate  gupors - 485.12 358.33 395,75 no
Pool - 535.90 345.00 345,00 3PEOES

' Ministry of Food and Agriculture (Depts OF Agrleulture),
Govermment of India, New Delhi.

Source: The Sivaraman Committee: Report on Pertilisers, 1965,The
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Table 5.2 : Profit or loss of fertiliser pool during
1944 -4% 10 1964-05.

 Yesr Progg.di%mss | tear Prof?.‘g}.%ﬁss
(Bs.) .- (Bse)
194445 . 6,71,853 1955-56 = 8,75,985
194546 25,64 ,061 ° 195657 22,58,216
1946-47 (=) 4,40,316 195758 154,78,413
194748 14,29,857 1958=59 350,50,140
194849 1,42,639 ‘ ~1959-60  637,07,000
194950 19,63,799 1960-61 744,81, 003
1950=51 “11,43,466 1961-62 947,19,950
1951 =52 4,44,627 1962-63 850, 06,580
1952-53  3,40,158 196364 514,33 ,663
195354 68,70,760 196465 . 46,29,141

195455  (=)45,47,472 v

Sources 1. gepc;rt of the Fertiliser Distribution Enguiry
Committee 1960, Ministry of Food and Agricul ture,
Govermment of India, New Delhi, 1960. ,

. 2. Sivaramen Committee : Report on Fertilisers,1965.
Ministry of Food & dgriculture, Department of
Agriculture, Government of Indis, New Delhi,1965.

It is seen from Table 5.2 that the Fertiliser Pool earned

profits during all the years prior’ to 1964-65 except in 194.6-47
and 1954-55. These profits were regarded as a source of revenue
for the exchequer. The observations made by the Public Accounts
Committee in their 23rd Report in 1963-64 on the Working of the

Cemtrel Pertiliser Pool are reproduced below i

8 The Sivaraman Committee Report on Fertilisers 1965, op.cite,p:27.
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"It is evident tﬁat the profits acoruing to the Pool
Were-notyincidental due to the imported price of fertiliser
being low‘in e particglar period of one or two years but due
to the faét that prices have deliberately been kept high with
a view to meking profits. Tp@é, thetcémmittee regrets to point

out, was not consistent with the object of the Fool."

Before February 1966 Fertiliser Pool used %o sell ferdi-
lisers to planﬁations and other States at diseriminated prices.
Table 53 shows the pool price or ammox’;ium sulphate, the then
most popular fertiliser, becweeh 1957 ard 1965, While recommend-
ing for thg abolition of ditferential consumer prices for '
plantations, the Sivaraman Committee remarked. "The argument
appea;s ¢ be that élantafions_can bear higher prices because
they have better profit mergins. This is not always true as

indicated by theChari Committee's Report on Tea Industry."g

In 1965 a new agricultural policy was adopted by the
Government of Ind;a with a view t0 stimulate the growth of
agricultural sector. In 1966~67 a compaign for the promotion of
fertiliser responsive high yielding varieties of crops which,
subsegquently, brought green revolution in the country, was
initiated at .the nationel level. Therefore, for the success
of this programme.: it was but natural to fix the market prices

- of fertilisers at reasonable level. Hence, for the first time

in India uniform prices of fertilisers were fixed with effect

9 Ibid, P«30.

I
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Price of ammonium sulphate during 1957 to 1965

(Execlusive of sales tax and other local taxes)
(Figures in Bs. per tomme)

Por Cultivators in

Effeptive For Flan= For Tea
from tations Planta- Utter Tamil Orissa Other
‘ ; other tions in Pradesh Nadu* States &
than Tea North- Union
in North- East Terri~
Bast . Indie ' tories
Iniiga
July 12,1957 422,00 405.00 380,00 380,00 380.00 3%80.00
Nov.11;,1957  -do= - =do=- 38600 ~do~  -do-  ~do~-
July 21,1958  =do~ ~-Go= -do- 390,00 3o ~do=
hug.18,1959  =do= ~qo- ~do= ~do- %390.80 -do-
Dec.1,1961 ""dO"' ' ~d0=- 366000 371:00 370 00 360000
Dec.13,1961  =do~ ~do= -do=  370.20  -do-  ~do=-
Jan.1,1962 401 .30 384 +60 ~do= wio= ‘o= e
Oet.5,1962 584460 -do=. -30= -0~ -do~- ~(O=
Jan.1,1964 3284 .60 %84 .60 366,00 370,20 373.00 360.00
April 11,1964 374.60 . =do= -3 o= ~do= -G.0= -1 0=
Oct.1,1964 3 o= 374 «60 w(Qm =30 -1 = -do=-
April 15,1965 ~do= . =do= %66.00 370,20 373%.00 360.00
, (374 +60) (374 .60) (374.00) (374.60)
Aug +8,1965 ~do=- e 360,00 370.20 373,00 .360.00

(37 .60) = (370.60)

Notes 2 1. *InclusiVe of sales tax and other locel duties.

2.

3

Prices are in rupees per long tonne until Oct.22, 1961
and in rupees per metric tonne thereafter.

Figures in parentheses indicate prices of pool fertili-
sers Wbeq%old for the use of tea, coffee or rubber
plantations in the States mentioned above.

Source: Fertiliser Statistics (volumesfor various years)
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from 2nd Pebruary,1966 for all States, Union Territories and
Commodity }éoards.

- Another event that occured in the mid of 1960's was the
devaluation of Indianrupee to the tune of about 57% in June 1966
as g result of which the érices of imported fertilisers and raw
materials skyrocketed. Domestic prices also showed sharp
increases \‘Immediately the Pool extended protection to farmers by
kéeping the market prices at relaf;ively lower level. On the other
hand, hed the Government continued the pracurement price at the

pre~devaluation level, the industry woul& have suffered severely.
Therefore, after due consideration, the Govermment of India
revised the \procurement prices so that the manufacturers
" would also not inour any loss. In certain cases the Govermment

also provided subsidy to the domestic manufacture.

. Table 5.4 shows the profit or loss incurred by Fertiliser
Pool since 1966-67. This table, which gives totally reverse
picture of Table 5.2, shows that except in '1970-’%1 and 1971-72
the Eertiliser Pool incﬁrred substant ial losses .c1~u3:'ing all
the‘years. The ioss increased from B.590.87 million in 1966~67
to 1693.14 million in 1978~79. During 1974-75 and 1975-76
tbe“l)OSSes incurred by Fertiliser 3?061 sho t up toi the levels of
8543494 .23 million and B.2424 .38 million respsctively.
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Table 5.4 ¢ Cost and recovery of pool fertilisers during
T 1966-67 %o 197/6~19.
:Y ear Total To tal Total ~
expend iture Reco very Profits/Loss
B5e 5. BSw
1966-67 169,44,54,279 110,35,84,528 = 59,08,69,751
1967-68 219,86,72,995  189,57,37,328 = 30,29,35,667
1968-69 202,36,60,213 NA HA
1969=70 148,31,51,000 118,00,82,000 =~ 30,30,69,000
1970=71 100,27,29,200  103,52,64,200 3,25,35,000 |
1971-72 134 ,94,90,000 155,47 ,97,000 20,53,07, 000
197273 223,08,07,000 217,62,07,000 <+ 5,46,00,000
197314 276,76,90,000  216,65,20,000 = 60,11,70,000
1974=75 838,74,01,125  489,31,74,000  -349,42,27,125
1975=76 T98,13,85,305 - 555,70,05,138  -242,43,80,167
1976=77 431,39,08,407  381,06,91,212 = 50,32,17,1%
1977-78 500,96,01,764  341,86,57,573  ~159,09,44,191
1978=79 752,05,75,158  562,74,33,778  =169,31,41,380

Source: Department of Accounts, Ministry of Agricul ture and

Irrigation, Government of India, New Delhi.

Although, in 1969 the indigenous mamufacturers were given

the freedom to market their entire products, the retention

prices of urea, AS and CAN were statutorily fixed. As the

import prices of urea, AS and CAN were lower than the indigenous

retention prices until the mid of 1972, protection to domestic

industry wes extended by Fixing the prices at levels which
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avoided competltlon between indigenous and imported ferti-
lisers. After the mid of 1972, prices of fertilisers escalated
very sharply in the international market and conseguently,
domestic mamfacturers attained favourable position. Table 5.5
shows the average Csi.f+ price of imported fertilisers sigce
1967-68. This table shows that the prices of imported fertili-
sers‘sg&rodketed in 1974-75. ¥or examﬁle,)the c+«i.fs price of

Pable 5.5 ¢ Import price of fertilisers (average c.isf.)

(Pigures in B. per tonne)

Year Ammonium Urea Calcium Di~ammo-  NPK Per-
" (April to sulphate ammonium nium tilisers
ifareh ) nitrate  phosphate of various
' 18~4 6=0 grades
1967-68 445 .21 652.00  397.60  622.09 644 .44
1968-69 350453 683.55 = 421.11 778 «45 691.15
1969~70 332.62 @+ 661.06 428.23 521.18 677.72
197 0-T1 330413 588 .48 388185 591.67 544 463
1971-72°  167.20 453,78 358 445 566 .89 635 429
1972=73 214 .51 503.69 383,70 78723 643,70
1973~74  513.83  712.93  575.79 1057.61 803 .64
1974=75  1112.29  2179.65 1556417 2253.04  2082.11
1975=76" 1496488  2374.63 1556482 2756.72  2057.44
1976=~77 - 1110.09 1088.89 1441.86 “1701 .49
1977-78  736.84 1230.90  867.15  1495.09 -
1978-79 762.54 1284 .45 886.67  1354.62 -
1979580  731.61  1496,85 1059.72  1728,95 -

Note': ceiofe = COSt,‘

insurance and freight.

Source: Computed from Fertiliser Statistics, 1979-80

Fertiliser Association of India, New Delhni, 1979-80,
p I“SO'
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ammonium sulphate increased from 15.513.83 per tonne in 1973-74
to Bs.h‘§112.29’ per tonne m 1974~75., This means that, tnhere was
an ixzci‘it'ease to the tune of 116.4%% in the price of imported

- ammonium sulphate. Similarly the c.i.f. prices of imported
ures., C‘AliiI, DAP and }VP-_NPK fertilisers of var‘ious grades '
registered an increase to the tune of 205.73%, 170.27%, 113.93%
and' 159.08% respectivgly in 1974=75 over 1973=74 prices.

tThe g.i.fe price of urea waes B5.2045 per tonne in Aprii
1974 «The sale price ‘in:slud ing auxiliary duty and countervailiug
duty axd other'han&ling charges worked out to H.2890 per ,
‘bgmie."m Since the Government had to protect the interests
of ferming community by keepirg the fertiliser prices at the
lowest possible level, the burden (;f subsidy became unbearable
for the Pertiliser Pool. Even by increasing the market price -
of fertilisers, the Pool;"was‘ incurring substantial losses.
For the first time, the domestic fertiliser manufacturers in -
India were in a position to compete with pool fertilisers. With
the . object of,pz\ztting limitetions on the énc»rmoxis profi'i;s of
domestic manufacturers, the Goverment of India introduced the
concept of 'Fertiliser Pool Equélisation Charge' (FPEC) with
effect from 1st July,1974. Under this scheme, the manufactu-
rers were required to remit the unintended benefits, to the
extent of difference between statutorily controlled retail

price ‘and the fair delivery price, to the Govermnment as FPEC.

10 Pratap Narayan: Fertiliser Pricing, 0p.cif., P.2.
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Table 5.6 ¢ Pertiliser pool equalisation‘charge for fertilisers.

(Figures in . per tonne)

With effeet from Urea Ammonium Calecium
" N sulphate ammonivum -
nitrate
‘ (AS) (CAN)
18t June 1974 - 610.00 195,00 295 .00
July 18+% 1975 ' 3%5. 00 135.00 155.00
Sep tember 15,1975 265.00 100,00 115 .00
March 16, 1976 165.00 100.00 115.00
October 12, 1977 65 .00 100,00 115.00 -
Marph 1, 1979 ’ 65.00 100,00 115.00

Source: Fertiliser Industry Co~Ordination Committee, Ministry
of Petroleum, Chemicals &Fertilisers, Governmment of
India, New Delhi..

Table 5.6 shows the FPEC payable by menufacturers, to the
Government of India, on the sale of each tonne of fertiliSer.
FPEC was fized at 5.610, B5.195 and B5.295 for urea, AS and CAN
respeotivély, at the time of its introduction. In the subse~
guent years FPEC was reduced for neking adjusments in the
market price build-up; The break-up of urea fertiliser price
under FPEC scheme is shown ir Table 5.7. Altﬁough, the ex=-
factory prices varied from unit to unit, this table gives ounly
average gx-factory price of urea., The table 8lso shows that,
over and above the ex~factory pricé, the other components

which are taken into account while computing the fair market
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Table 5.7 ¢ Break-up of indigenous urea fertiliser price under
fertiliser pool equalisation policy.

2

(8. per tonne)

Average BExcise Ferti=  Dealers Notion- Merket

exX= duty lizer margin al v price
factory - pool freight
price equal i-
sation
charge
June, 1974 1106 166 610 80 38 2000
18 July, 1975 1183 179 335 - 115 38 1850
September, 1976 1245 187 265 115 38 1850
Merch, 1976 1245 187 165 115 38 1750
February 1977 1245 187 65 115 38 1650
12 Oct., 1977 1158 174 65 115 38 1550
" March 1979 1145 87 65 115 38 1450
8 June 1980% 1158 nil  nil 115 38 2000

*Excess recovery by manufacturers to be adjusted through
retention pricing mechanism. ‘ ‘
(Ref.Hamibook on Fertiliser Marketing, FAI,New Delh 1,1980,p.234 )

Sources Pertiliser Industry Co-Ordination Committee, Ministry of
Petr%leum, Chemicals & Fertilisers,Government of India,
New Delhi. ,

price are excise duty, FPEC, dealersd uargin and o tional
freight. We shall discuss these components in their respective
places. It is obvious from the table ’tha‘t market prices of
fertilisers were altered by making adjustments in the price
components, keeping in mind fair returns to capital invested in
the industry. The bresk-up in the mice of AS and CAN for the
years 1975 and 1979 has been shown in Table 5.8, and for other
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Table 5.8 : Break-up of indigenous fertiliser prices for
ammonium sulphete and calclum ammonium nitrate.

¥

g (Figures in K. per tonne)

> Product and Bx- Ex~ Fertili~ Dealers Notionsl Market

year - . factory cise ser pool margin freight price
- .price duty equdlisa : \
tion
charge
Ammonium Sulphate
July 18,1975 615 g5 100 75 40 925
Maren 10, 1979 637 48 100‘ 15 40 900
Cal cium Ammonium Nitrate
July 18, 1975 1686 104 115 70 40 1015
Merch 10, 1979 723 52 115 70 40 1000

Source: Fertiliser Industry Co-0Ordination Committee, Ministry
of Petrolenm, Chemicals & Fertilisers, Government of
India, New Delhi. .

years the break-up is not available. Similarly the bresk-up in

the prices of complex fertilisers is also not availsble.

" able 5.9 shows variations in-the prices of fertilisers
since 1966-67. In April 1967 the market prices of A3, Ures,
Cﬁﬁ and S8P were fixed at M5.492, 15.840, [.510 and B.300.95 per
tonne respectively. Due to increase in distribution margin, the
' market mrice of AS was increased by k.10 per tome with effect
from 18t April/1968. “In case of urea an increased of B.20 per
tonne was allowed from 1st April 1968, but it wes withdrawn in
March 1971.'' The price of SSP was increased by B.10.75 per

i

11 Ibid.
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Table 5.9 : Maximum retail prices of Fertilisers (exclusive
of sales tax and local taxes end inclusive of
excise duty)

(Pigures in B. per tonne)

&g on Da:té - Anmo nium Urea Calcium Single Super-‘
‘ sulphate* (46% N) Ammonium ?gggljo??g%? o)
(20619 airass Ao 0,
(o5 W)
February 1966 405 680 365%% 212.04
February, 1967 405 680 Z85E% 272.95
April 1967 492 840 510 "300.95
April 1968 502 860 510 311,70
April 1, 1969 539 943 545 299.78
March 9, 1971 529 923 545 301.79
Merch 30, 1972 549 © 959 565,  291.18
October 11, 1973 600 1050 615 35% 400
June 1, 1974 925 2000 1095 690.00
July 18, 1975 925 1850 . 1095 735 . Q0% *
Merch 16, 1976 925 1750 1095 483, 00% %%
February 8, 1977 925 1650 1095 332 o Q0 *
October 12, 1977 925 1550 1015 332,00k
March 10, 1979 896 . 1450 1000 371.00%%x
Nodes

¥ Tor 100 kg packing retail price is higher by K.11/- a tonne
upto 10-10-1973 amd k.10/- a tonne wsesfs 11-10-1973 when
supplied in 50 kg capacity bags.
*% COAN grade 20.5% N.
**% After deducting the incidence of subsidy which is B.1250/-
per tonne of P205 in force from March 1, 1976.

Source: Fertiliser Statistics, Pertiliser Association of Indis,
New Delhi, 1979. '
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tonne from 1st April) 1968, In March 1969 advalorem excise duty,
to the tune of 10%, was imposed on AS, Uree, and CAN as a result
of;. which their market prices increased respectively by BE.37, k.83
anddﬁga'ﬁs per tonne with ei‘feﬂot from 18t April 1969« In March
1972 the rate of advalorem excise dufy was increased to 15% as
a consequence of which, the market prices of AS, Urea and CAN
inereased to the level of B.549, .959, and k.565 per tonne
respectively. It should be noted here that the ex~factory
p;:-icés rema ined unghangeé between April 1967 and September 1973.
The ex=-factory prices of SSP remained under informal conxtrol.
and varied from unit %6 unit. With a view to compensate the
increase in the cost of production caused by increase in the
prices of Naphtha and Fuel 0il, in June and thereafteir, ;in
September 1973, as shown in Tables 5.10 and 5.11, the ex-
factory mrices of AS, Urea aunl CAN were increased with effeet
from June 1974. In the case of AS and CAN the ex~factory
prices were fixed entirely on the basis of the nutrient 'oox}tents
in these two products as compared to urea. Hence, their actual
cost of production was overlcoked: In July 1975/ with & view to
compeﬁsa'te the increase in the cost of production caused by
increase in wages as well) as prices of maphtha, fuel oil and
powe:r.; since June 1974, the ex~factory price of urea was
increased by .77 per tonne. In July 1975 the distribution

margin wag ¢lso increased and in the case of urea distribution mey.,;
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increased by B.35 per tonne. The reduction in retail price’
anl inerease in ex-factory prdce ana deslers margin was
equalised by reducing FPEC . Similar adjustments were also
made in the prices of AS and GAN.NIn October 1977 the price of
—urea wes reduced by reducing the ex-factory price and in March
1979, the price was further reduced by reducing the ex~factory
price as well as the rate of excise duty from 15% to 7.5%.
The market prices of AS and CAN remained uncharged between
June 1974 and Mareh 1979. With effect from 8%h June 1980, the
advalorem excise duly on all fertilisers except AS and CAN
has been withdrawn. The prices of AS and CAN have also been
decontrolled with effect from 8th June 1980. At present, the
incidence of excise duty for AS and CAN': is 7.5% advalorem.
It should be noted here thet there is oxly one &ll lIndia
maximum selling price for each fertiliser product except SSP

irrespective of the marketing regions for each fertiliser plant.

The Tariff Commission's formule for the computation of
superphosphate price is based on only three aspects‘viz.,
price of rock phosphete, price of sulphur and price of _packing
moterial. Therefore, with the spurt in the prices of rock-
phosphate and sulphur during 1974-75 and 1975-76, as shown
in Teble 5.12, the merket price of SSP escelated very sharply.
The prices of NP/NPK fertilisers also sky-rocketed. The manu-

facturers were apprehensive of farmers resistance to purchase



Table 5,12 ¢ Price of imported phosphate rock and sulphur.

(Pigures in k. per tonne)

Pricé as on C.I.F. Price of Ex~godown
__bhosphate rock price of
Jordan~ Moroceo sul phur
rock rock -
(70/72% (70/72%
BPL) BFL)
dJanuary, 1973 155 211 %60
April, 1973 185 211 400
July, 1973 211 211 406
October, 1973 235 211 406
danuary, 1974 525 211 592
July, 1974 630 689 884
April, 1975 600 689 773
July, 1975 560 689 773
October, 1975 570 689 . 173
January, 1976 540 665 700
April 1976 440" 665 625
October, 1976 410 665 625
Janvary 1977 376% 665 625
April, 1977 359* 665 625
danary, 1978 335% 665 605
April, 1978 355% 665 605
July, 1978 345% 665 600
Jamary 1979 363* 519% 765
July 1979 460F 616% 1035
January,,1980 567% 672% 1410

Note : * 15% import duty as well as 5% auxiliasry duiy have
been withdrawn with effect from 16th March,1976.

Source: Fertiliser Statistics, FAL, 1979-80.
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~

. fertilisers. They, therefore, put a forceful plea that the
only" remedy for checking this growing imbalance would be %o
subgidzse the P2 5 price to the farmer. The Government of
India‘accgpted this, éroposal end for administrative convenience,
a subsidy‘to the tune of B.1250 per tonne of P205 was routed
throdgh manufacturers with effect from 16th March, 1976. Ag

a consequence of this subsidy, the prices of uncontrolled
fertilisers were also brought under - :formal control. In order
to ensure that the.entire benefit of subsidy is reaped by the
consumers, meximum selling price of SS5P was fixed for each

ind ividual uwnit from October 1976 and the manufacturers were

~ asked to mark the meximum price on the fertillser packed bag.
~ The Government also veduced the rate of excise duty on SSP -
from 15% %0 7.5% with effect from 18t December,1975 and

from 22nd March 1979 the rate of excise duty has further been
brought down fo 3.75%. Ae the ex-factory price of SSP depends
upon the type of rock phosphate wsed (imported or indigenous
or mix of both) amd cost incurred on transport of raw materisls
ete., therefore, maximum selling price, which is computed
after taking into consideretion the dealers margin end freight
cost on finished product, varies from plent to plant even in

the same States

Mesers Indian Potash Lid. (IPL) are the sole distributors

of potassic fertilisers in the country.Due 1 non-availability
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of potaski deposits in the country, entire demand is met
through imports. The subsidy is directly paid to -IFL for
sellirig’; potaseic fertilisers at the notified price.

A variety of factors such as location of the plant,
vintage, capital investment, raw materials, process employed,
ete., influence the cost of productiocne Since maximum selling
prices for nifrogenous and complex fex;tilisers were statuto-
rily fixed, many units were on the verge of crisis due to high
cost of -production. With a view to protect the interests of I
the industry the Goverment of India appointed a high level
committee in Januery 1976 under ﬁe Chairmanship of Shri S5.5.
Marathe, the then Chairmen of Bureau of Industriael Costs and
Prices, to examine the emtire gquestion of pricing of ferti-
lisers ani recommend a rational‘ pricing pol;i.cy which would
ensure a fair return on investment for all manufacturers.

The committee submitted their report in two partss Part I

of the rgport which deals with nitrogenous /fert'ilisers,' was
submitted iz; 1977« On the basis of its recommendations, the
Government ‘of India introduced a'system of retention prices
with éffect from 1st November 1977 for units mamufacturing
nitrogenous fertilisers. Part II of the report wh—ich deals
with complex fertilisers was submitted in 1978 and on the

basis of its recommendations complex fertillisers were also



brought under price retention scheme with effect from 1st
February, 1979. The work of administering the Fertiliser Fund

' ?: Account and revising/i'éviewiixg the ,rete‘ntion prices for
subsequent years has been entrusted to the Fertiliser Industry
Coordination Committee (FICC) which functioirs undez**ie(}bairmam
ship of the Secretary of the Ministry of Chemicals and

Fertilisers.

The price reteuntion scheme takes inte account the
consumption norms, selling expenses, interest onfborrowed
capital, depreciati:on and profit margin., However, in case of
those units which commenced production recently, apprgpriatex
provision has been made for higher incidence of repairs and
ma intenance costs. In ®mse of those units whose ex-factory
real isation price, as part of the consumer price after taking
into aceount excise duty, notional freight cost, and dealer's
margin, is less than computed retention price, the difference
is paid by the FICC to the concerned unit so that it is able
to achieve a reasonzble return on investment notwithstaniing
the lower consumer price fixed statutorily. On the other hand;
where ex-factory realisation price is higher than the reten-
tion price, the unit pays back the difference to the Govern—

ment so that it does not reap any unintended benefit.

The fixation of 80% ammonia plant capacity utilisation

under the price retent ion scheme also provides incentives
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.for the industry. For example, if the concerned unit does ot
come Wbto tais level, it would mot be sble to realise the
&esire& coét of capital ani, therefore, should meke all out
efforts té improve efficiercy. On the other hand, the plant
that operatesat higher than the capacity norm, would reslise
higher amount of return than mere cost of capital as fixed
costs would have been fully covered at the level of achieve-
able production end returns over and above that level would

be some sort of bonus for the manufacturers. This scheme

discourages under utilisation of capacity.

Pertiliser transport cost equalisation policy

" The main object of trensport cost equalisation policy
is to ensure that fertiliser is made available to the farmer
at equitable price, even in the remote and inaccessible areas
of the country. Prior to 1962 the prices of both imported as

" well as indigenous nitrogenous fertilisers were pooled
together and after making provisions for overhead expenses
gsuch as dealers margin, freight 008t etc., maximum selling
price was fixed statutorily. The delivery by the TFertiliser

' Pool was made at ex-port or ex-factory 1e§el and the freight

cost upto F.0.R. destination p&iﬂts was borne by the Pool.

Thus}the market prices varied from district to district due

0 varietion in the cost of trensportation of fertilisers

from the F.0.R. destinedtion points.



However; in speciél circuﬁstances, subsidy was provided '

to the StateGoverments for meeting high cost of intermal

g transpoi'tation and/or other expenses of distribution. As the
dealers were paid fixed distribution mergin, which alseo
indluded transportation expenses, in certain cases the distri-
bution waes confined only %o points near reil-heads and hence,
in the interior areas, farumers wefe not aware of the use of
chemicel fertilisers at all. With a view to promote the
consumption of fertilisers in the interlor areas, the Ferti-
liser Distribution Commit‘tee\1960)recommended differential
road trapsport subsidy on the basis of destination from rail-
~-heads in difficult terrain such as Jammu & Kashmir, Assam,
etce Following these recommerndations, the Fertiliser Pool nmade
gertain provisions in 1962 for : (a) the reimbursement of.
extra cost on movement of fertilisers by road and (b) grent
of subsidy for meeting high cost of transportation in hilly

and inaccessible arcas.,

In case of phosphatic fertilisers, the mximum sell ing
priceg were fixed by pooling the average rail-head transport
costs and distribution margin. Similarly the prices of potassk
fertilisers were also fixed after taking into account the

c.i.f. price, transport cost and dealert mergin.

The Sivarsman Committee (1965 ) recommended the sys tem
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of uniform reil head prices to all distributors throughout

the country, by- pooling the transport costs. The commitiee
also récommended the pooling of additional transport costs
ireurred in the maintensnce of buffer stocks and their
distribution. With & view to promote the consumption of
fertilisers in the interiqr areas, the Committee recommended
that, the retailers should have the freedom to arrange their
own transport from the wholesale godowns and they may be
allowed rebates on the ex-godown price on a sliding scale with
reference to the distance of retail depot from the wholesale

godown.

The Govermment of Indie implemented the recommendat ions
of Sivaraman Committee Report and frou 1st February, 1966 &ll-
Indie uniform prices for all the nitrogencus fertilisers were
fixed. The Govermment also gave rebates to distant retail
depots and off-season rebates on stocks lLifted by State
Governments. This system caused much inconvenience, to the
retailers because under this scheme, rebate could be sanctioned
only after varifyirg that the fertiliser consignment had -
actually been transported to the retail sales ;oints. Thus,
the retailers had to do lot of up and down leg work. Another
scheme which was being followed since 1962 in the hilly amd
inaccessible areas was, to provide 'an add itional sllowance

to the tune of .10 and later extended to B.15 over and @bove
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the distribution margin for retailers and in addition to
this, the transport cost for carrying fertilisers to the retail
depots:in excess of this amount was ghared by the Central and
State G;vernments on 75:25 basis. This scheme also could not
yield satisfaetony results because the retailess had the
tendency to dispose off the fertilisers near the wholesalerg
delivery points and, thus, pocket’the additional allowance.
Since there was not much scope for the expansion of merkets
iﬁ these areas, indigenous manufacturers were reluctant to
supply fertilisers. For example, "during Kharif 1976 no
menmufacturer indicated his willingness to supply any ferti-

liser to Jammu & Kashmir."12

Co~operatives, by definition, are village based while the
private retailers do tﬁeir business in the urban areas. As the
distance of a2 reteiling point increases from a rail-head, the
selling of fertiliser at the statutorily notified price,
inclusive of distribution margin which is uniform all over
India, becomes progressively unattractive for the private
retailer, This is one of the major hurdles for distributing
fertilisers in the interior sreas. Table 5.1% shows the break-
up of distribution margin for urea. The,component for trans-
port cost constitutes only 7.83% of the total distribution

pargin. The Goverment of Indis is aware of 8ll such protlems.

Sikder, B«P., 'Central Fertiliser Pool!, Fertiliser Marketing
News, May 1976, FAI, New Delhi, p«5.
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Table 5.1% : Break-up of distribution margin for urea

Tertilisers.
. Bs« per per-
| Particulars tonne cent
1. Commission to the whnolesaler/

retailer. 25 .69 « 22%4
2. Transport charges

(36 paise per km. for 25 kms) 9,00 783
%, Loading/unloading

(B5.1.06 per tome for 5 operations) 5.30 4 .61
4. Godown rent’ ‘

(.3 for 3 months) 9.00 7.83
‘5. Shoritage 8.79 764
6. Interest charge
. (14% for 3 months) 57.22 49,75

Total 115 .00 100.00

Source: Sodhi A.d.3. "gggchlmg__Fer%iliser t0 Farmer's Doorstep!
PAT Seminar, 1979, p.iV-1/16.

Table 5.14 : Road-head points declared as rail-heads for
fertiliser pool.

) Neame of the State No.of poinbe
1. Assanm — 64
2. lieghalaya , 60
3. Sikkim - 4
4. Himachal Pradesh ‘ 11
5. Negaland 2
Total o 141

Sources Sodhi, A.J.S5. "Reaching Fertiliser to Farmer's Doorstep",
PATL Semina:c', 1979; Pe V”1/16;
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Therefore, with a view to reach the fertilisers in hilly amLf }

& «d«_‘?_g

inaccessi ble terrains, 141 roadhads have been cieclared as f;{ Jo
rail-heads upto which the transport cost is borne by *’*ﬁmmg }‘b ’
Fertiliser Pool and from there the fertillsers are li:f.'ted

by the distriﬂutors‘ at their own cost. Table 5.14 shows

the number of road-head points declered as rail~head points

for the distribution of pool fertilisera in different states.
The mumber of these points is maximum in Assam anddi\.ﬁeghalaya.

Of the total 141 road-head points, 64 are in Assam and 60 are

in Megholaya. In Sikkim, Himechal Pradesh anl Nagaland the

number of road-head pointsehe 4, 11 and 2 respectively.

Al though, promotional activities have been carried on
in India since the initiation of"Grow More PFood"Campaign,
over 200 blocks‘ in the country still do not have even a single
retail outlet. Table 5.15 shows fotal number of Wrovks—amd
blocks that do and do not have fertiliser retail points in
each zone. The Marathe Committee on Fertiliser Prices has P
strongly recommenuied the system of fertiliser.delivery at the
block level so that the seconlary transport may, by and large,

be within the limits provided for in the distribution margin.

The retention price system which is being followed at
present makes provision for mtionel freight cost. The notional

freight cost @8 the equated freight cost which the menufacturers
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Table 5.15 3 Zone-wise number of blocks.

Number of Number of blocks ﬂb.of bl ocks,

Zone blocks having fertiliser not having
- retail points fertiliser
retail points

South zone 1022 1011 11
Weat zone 1173 1140 33
North zmone 1220 1218 2
East zone ‘ 1478 13T : 161
Total 4893 4686 207

Source: Sodai A.J.S. "Reaéhing Fertiliser To Parmer's Poorstep”,
FATI Seminar 1979, p.1V-1/15.

-

are entitled to get for the trénsport of fertilisers, from the
. factory/godowns to the destvination points. Sihce the actual
incidence of freight varies from unit te unit, following
Merathe Committeesrecommeniations for freight cost etc.,

the Fertiliser Inmdustry Co~ordination Committee (PICC) had
allowed the payment/retention of actual equafed freight cost.
This scheme had retrospective effect from 18t November 1977
for nitrogenous fertilisers and from 1st February 1979 for
compl ex fertilisers. Under this scheme the difference between
actwal incidence of freight and equated freight was reimbursed
if the inecidence of actual freight was higher or, recovered if\
it was lower, than the equated freight,
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During 1978, the inadequacy of wagons hampered ‘the nove-
ment of fertilisers. Therefore, in order to emsure that this
did w3 act as a constraint to fertiliser consumption, the
Gévernmen‘t of Indie announced & road subsidy scheme for
nitrogenous and com?lex fertilisers with effect from 16th
August, 1978+ Under this scheme, extre costs incurred by manu-
i‘actufers by resorting to rcad movement even ipbo 1000'kms.
destination, under certain circumstances, were reimbursed.
Sbme of the impor%ant features of this scheme were @

(a) Mo compensation was permissible for ex~factory movement
by road upto the destinetion of 200 kms.

(b) %o encourage b}.ock rgke loadmg}the schemne perf:lltted road
movement from a hlods rake destination to various points
upto 250 kms. Similerly at the loading pointes, road
bridging upto a distance of 250 kmsg could be undertaken
to avall easy availability of wagons in a nearby aresa.
The difference e tween the actual freight by road and
through rail freight to the nearest rail~head was
reimbursed. ‘

-(¢) Subsidy was applicable to movement by road from the ra;,ilway
break of gauge point if the supplies wére brought to this
point by pail xfrom fa‘ctory, and

(@) In case of coastal movement (to avoid transhipment)
difference between st of cogstal gea transportation

including port charges and rail freight were reimbursed.
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Under this scheme the manufacturers were asked to use
the shortest route for transportation. Table 5.16 shows the
totap amount of subsidy paid by FICC to the manufacturers cf
fertilisers during 1977-78 to 1979-80. This subsidy also
includes subsidy paid for road transport. The amount of
subsidy i&nreaeed from B.109.92 crores in 1977-78 to B.299.33

_ecrores in 1979-80, Although, this scheme was quite favourable
for manufacturers but it was very cumbersome for administration.
The menufacturers had to report the total number of vehicles
shipped, quentity of fertilisers despatched, truck nuumber,

-destination, ete« Consequently there was heavy billing which
posed accounting problems.

Table 5.16 : Total subsidy paid by fertiliser indusiry

co-ordineting committee t0 indigenous fertiliser
nanufacturers.

(Pigures in B. crores)

Fnosphatic Nitrogenous

_ Year fertil isers fertilisers Total
1977-78 82.53 27.39 109:492
197879 88.85 | 93.24 182.09
1979-80 140,22 159.11 299.33

Source: Fertiliser Industry Co-ordination Committee, Ministry
of Chemicels & Pertilisers, Goverment of India,
New Delhi.

A rgtionalised equated freight cost scheme which tekes
into account rail-road movement has been notified. Urder this

scneme}the manufacturers heve the liberty to use ay mode of
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transport, Since additiomal incidence on freight would be
borne by the me nuf ac turers theﬁaselves,this scheme tends o

reduce subsidy on fertiliser transportation.

Gonclusion .

Feftiliser Pool plays en important role in regulating
l'bhe supply of fertilisers in all the regions of the coun‘brir.
Fertiliser Pool slso ensures the maintename of stabllity in
fertiliser prices, For this purpose fertiliser was declared
to be an 'essential commodity' om 29th March, 1957. Soon after
that, the Fertiliser (Control) order, under section 3 of the
Essentisl Commodities Act, (1955), was promulgated which came
into force from 15th May, 1957. The main objective of this
order was 0 ensure an equitable distribution of fertilisers

at fair prices,throuvghoutl the country.

Since the farmer would use fertiliser only if its use

is beneficial, substantial amount of subsidy is given by

the exchequer for maintaining the fertiliser price 81 reasonable

level. The Govermment of India has also introduced the concept
of 'Fertiliser Pool Equalisation Charge' with a view to recover
the excess amount of profits from the indigenous fertiliser
memufacturers and this amount is sdjusted with subsidy which
is given to various fertiliser mmnufacturing unite in the

country.
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The Fertiliser Pool has declared miny road-head points
as é.raibheada in order to supply fertilisers in hilly and
inaccessible arees of the country. The transport cost is also
subsidised with a view 1o supply fertiliser, at uniform price,

throughout the country.

Apparently, fertiliser policies, pertaining to distri=
bution, price stabilisation and transport cost equalisation
have played a crucial role in promwmoting the consumption as :
well as production of fertilisers, in the country, by protecting
the interests of.: both, the farmers as well as the fertiliser

manufacturers.



