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INTRODUCTION

The fertiliser industry is an important contributory
for the growth of agricultural sector. The development of
this indusitry, in é country like Indim, is of utmost importance.
Various economic issues whiech pertain to this Industry may be
classified into three groups : (i) issues pertaining to ferti-
liser production (ii) issues pertaining to fertiliser

distribution and (iii) issues pertaining %o use of fertiliser.

Issues pertaining to fertiliser production

Fertiliser can be produced from a variety of raw materials,
the deposits of which are available only in a few regions of
the country. Some of the raw material deposits, for example
potash, are not available in the country. Other materials, for
exeample rockpho sphate, petrolscfm based raw materials sud as
nephtha, fuel o0il, etc., are not available adequately. Due to
rising prices of imported raw materials in the international
merket, emphasis has now shifted on the use of indigenous raw

materials such as natural gas and coal.



The presence of raw material deposits are of no use if
j&e technology to exploit such raw materials is not developed.
In the field of process technology for fertiliser menufacture,
our country has not mede significant progress and, hence, we
have to rely upon foreign collaborators.'mhe process technology
of fertiliser manufacture, especiaslly nitrogenous and complex
fertilisers, has made a remarkable progress in the world.
Various engineering firms, who comp"le:'te in the international
_ market, have developed their own processes and each process
has its own advantage over the other. The modification of
process techhology emphasise more on the reduction of util ity
consumption, i.e.,power and'water, and also the recovery of
products from waste-liquids as well as gases. Thus, the

selection of an appropriate process is of utmost importance.

Griven”the raw ma‘ber;.al sources, consuming regions and
the available process technology, the location of a fertiliser
plant sk;ou;d be selected &t such a place which minimise the
total transport cost i.e. transport cost of raw material as well

as product.

Issues pertaining to distribution of fertiliser

Due 10 increasing imbalance in the indigenous demand and
supply and also the presence of regional disparity in the

production and coﬂsumption of fertilisers, the distribution

-



as well as prices of fertilisers are statutorily controlled in
Ind ia.:}llhe shortage of covered wagons pose major bottlenecks -
to fert:iliser transportation by the railways. This proBlem is

further aggravated by the cross-movement of fertilisers in the

country.

The private dealers do their business in the cities and,
in the villages, fertilisers are distributed by co-operative
societies. DSince fertilisers are demended by the village
farmers who often face financial problems and also are ignorant
about the modern farm practices, the concept of focal points
was introduced, in Punjab in 1977, with a view to provide
follcwiﬁg facilities to the villagers.

(a) venking fand credit facilities,

(b) agro-service centres,

(e) retail outlet for essentirl commodities and
agricul turel inpuis,

(d) marketing yard,

(e) diesel/petrol pump,

(£) post office,

(g) veterinary hospital, and

(h) civil hospital.

Bach focel point willbe located within five kilometer's

distance from each vil}.age‘.



The interior areas of the country which are located very
.féiy‘from railwey line, often face the problem of getbing
fé?tilisera and, in meny places fermers have to travel severai
miles to get fertilisers. In hilly areas of eastern states also
farmers face the problem of non-avallability of fertiliserém In.
order to overcome this problem many road-head points have
béen declared as reil-head points. With & view to supply the
fertilisers in all thg regiona of the country at uniform price,
the Government of India ia_subsidising the transport cost. The
prices of fertilisers are also subsidised in order to promote
the consumption of fertiiisers in the country. It is important

10 examine the success as well as implications of all such

policies.

Issues pertaining to use of fertilisers

Inspite of various development programmes, which were
initiated‘in the country, for the promotion of fertiliser use,
per hectare consumption of fertil;ser in India is very low
as ccmparéd t0 many agricultural countries in the world. The
soil resear¥ch laboratories contribute significanily in tracing
the deficiency of nutrient elements in the soils. The agri-
cultural research institutes play en important role in the
invention of seeds for high yield and also by recommending
balenced doses of fertiliser nutrients for increasing crop

yield in irrigated as well as dry farming.



Scope of the present study

! In this study we are dealing with & group of interrelated
issues which pertdin to fertiliser industry. We have tried to
examine the process teehnolo'gy and the input structure and
factors which affect the input struecture of various processes,

which are used for fertiliser manufacture in India.

Pertilisers are produced from different raw materials
and, in the past, the location of raw materisl sources have
significantly influenced the location of fertiliser plants in
India., Since fertilisers are transported ove%' longer distances,
it is importent to examine the locational efficiency of existing
fertiliser plants in Indie from the view point of their
marketing regions. We will also examine the policies pertaining
to fertiliser distribution, price stebilisation and transport
cost equalisations in some detail in this study. Also we shall
examine the econmmics of rationalisation in the prevailing

system of fertiliser distribution in India.

Data basge

In the earlier stages of the study some attempts were
made to collect the data from individuel -fidctaries and
Fertiliser Assoclation of India. But the information required

for our purpose caild not be collected due to certain business



secrets, which the industry meintain. Thus, the basic source
of ’data:%.ﬁi‘or our study has been the unpublished records of the
Ministry of Agriculture and Irrigation and the Ministry of
Fertilisers ’and Chemiceals.

Data pertaining to despatches of imported fertilisers
from the ports/buffer godowns to the consuming centres -could
not be collected from the Ministry. Hence,the pool-fertiliser

distributing agencies were approached.

Other sources of data for our study were various reports
of the Govermment of Indis and the publ ications of the

Fertiliser Association of India.

Limitations

Non-availability of certain data imposed certain limita-
tions within which we had to confine our study « il)ata pertaining
to district-wise despatches of fertilisers from the sources
(factories, ports, buffer godowns) were not available. Hence;
the despatches of fertilisers from the sources to different
States, Union Territories and Commodity Boards were taken into

aceounte

Vhile studying +the transport cost minimization problem
we have not taken into account ‘Ehe traffic load imposed on

Railways by other commodities. Also we have not taken into



account the capacity of Rellways to carry the fertilisers on

the Broadguage, meterguage or marrowguage tracks.

Since the capacity of raw material production at the
sources was not availeble, we could not investigete the
problem pertaining to optimum location of fertiliser plants.
Hcﬁ;vef, an attempt is made to study factors which have governed
the location of existing fertiliser plents. Whether the
existing location of a particular fertiliser plant is economical

or not has also been studied on the basis of availeble datsz,

The date pertaining to input structure could be collected
only for a few fertiliser plants and that too only for two or
three years. The data supplieé by meny fertiliser plants to
the Ministry of Cheﬁicals and Fertilisers were very ambiguous
and, consequently, we could not make use of that data for our

Btudy .

' The data pertaining to despatches of fertilisers from
the sources of supgply to the consuming =xeszs Were comwputed
only for one year. The reason was thut prior to 1978, not all
records of the fertiliser despatchesfwere available, and the
despatches of fertilisers for a few months for the year 1979-80
were not entered in records while the data were collgcted,

during 1980.

Some-of the pool fertiliser distributing agencies

maintaine& records in a hephazard manner. Consequently, some



of ’qhgm supplied figures pertaining to daily despatches, sonme
Weekiy @espatches end others monthly despatches. These dats
were compilpd t0 get the yearly despatch figures. Since the
collection and tabulation of such data consumed much time,

only one yeard figures (i.e., 1978-79) were taken into account.

Chapter Scheme -

Chapter second pertalns o thxe growth of fertiliser
industry in Indie. In this chapter, the factors which have
affected the growth of fertiliser industry and its demand

as well as production, in India, have been discussed.

Chapter Three pe\rtains t0 process technology. In this
, chapter we have tried to point out the most crucial factors
which influence the input structure in a fertiliser plant.
In particular, we have examined the effect of capacity utili-

sation and scale of the Plant on input coefficients.

In Chapter Four we have studied the locational efficiency
of fertiliser plants in India, taking into account the input
coefficients of various plants, the sources of their raw

materials and the existing demand pattern.

Chapter Five deals with the importance’of price control
on fertilisers in Indis. The policies of the Government of
India pertaining to fertiliser distribution, 'price stebilisa~
Yion as well as transport cost equalisation have been disé:ussed

in detail.



Chapter Six is devoted to the development of a transporta-
tion model for the rationalisation of distribution system. Our
results show how far the ratiomlisation in the system of
fertiliser distribution would save the total transportation

cost.

Seventh chapter gives the summary of all the chapters and

important conclusions which are derived from our study.



