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FTRTILIZER MARKTVINC AND CREDIT IN WWVMLOPING ~OURTIIZS

b

A

Food and /friculture Organization
Rome Tialy

I.  Keed for irvestment and strengthening of fertilizer marketing structures
The recent »ears have secn a ra-id increase in fertilizer Jdemand largel: due to the

emphasis placed during the last decade on fertilizers promotion. The introduction of

high vielding varieties has been a furtiher stimulant for preater fertilizer consumption.

Increased use of fertilizers in developing countries is often hampered by the lack
of appropriate merketing distribution arrangements particularly for small scale farmers.
in some countries there is a dire need to establish new marketing structures to handle
the increasingl: larger flow of fertilizers from tpe manufacturer to the farmer. 1In
others, the existing services have to be expanded and adjusted to the new needs. In
any case the need for investment in marketing srstems for’fertilizers i8 as great as

1/

the ones for tine correspondine manufacturing operations.

iI. Special situations and problems

A. Tvaye of farmer and defree of apricultural development

Fstates or large commercial farms have relativel: minor problems. Indeed theyv

have the resources to bu in rat.cr large quantities. the mears to collect the

———

1/ Refer to Jr. T Parker - Geminer on fertilizer marketing - PAI, New Delhi 1) £

id.T1-6461
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Yadeveloping covattise e moctly sonivned e largs niate conmercicl farms and
rlentationsy mey i L e Tetalig s T T wind ee w9 e 0WtL of popu-
tetlone 10llowad Ly snLoitv sy PLOATEPTLIe " irraulre Al e overall demeno
e focd ie Crastical i w! i iz Uie eivustions If 4 e leveloping countrieu
o b fesd flemssives, widiicrs of JOuwaan: flanery meat va induced to produce
yigalarly foi assbet ipaiean oF CATe LY Uhr tnaly own muvainionce.  The greater
crbput hos o ccar 1mom mote it tensive Jemag methode, scy~cially where there
iv e extio lani 4o Us taze: :otc suitivauion, therefore, eapocially in the
rave deneely peraliced of Gh o developing wntries; farwsco who heve always
uorked their lard in “'. 4radi.eral mannae. are insiecringly coming under
reassee to mederailc thr iy matlnds nd dmeuove their crap yields to meet the

rev camende.

The wldeuurerd aceptior ol “orli trmap yos 1g an indln;ansable papt of it
caselopmente  3f du BTan Jiel ndey e ove v tive Farming cystems, the urc
vl fertdlizer ey wall hs gt fituhle, ovan if the arar han accens to supplics
wod Can afford 3o tuy then. B the intrcuciion of pow nigher ylolding
varietien of Iaal avd o smproved techuilques of farming, makes the crops far
nere reapeasive to feriilirers as waii s othsr inputs. A. the same time,
‘ncccaning denatd for foud cropu, camier 4ccesss o markots and better orop mer. v -
and erranzemente, iucrenscs tha value of the farier!s outprt, ro that, in or-»
'8y the ratio holucen uoete ard hanelite in fertilimer epplication becomes
e aviraotiva,

In recognition of those crandey the crtemational fortilizer irdustry has
2pidly dnerenmed 1te Savestuents in productive capuaclty end itn efroris to
cvumote fertilizer conswiption end scles. In fect, the capaoity of the inuustiy
++ produce Las cubstripped tie capacity of tis ma-kets to absorb the production
wo that, evea thuugh wurld fertiligzor prises have been out by ksen oompstition,
¢ ronition of oversupply har developed. There countinves 0 be a wide and
:egsettable gap beitveen ilLu nosesssmerts of poiontial 2enund aud the levels of

elfective demand an axperiencec Ly the mazufactursrs,
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fertilizers from the few distributors available and the ability to secure adequate

returns on tneir crons.

In fact lhe mujor problem area in fertilizer marketing is that relating to

small scale farmers.

llore often they lack thre knowledge necessary in order to take full advantage
of the ure of fertilizers and the mean3 to bu: and to collect them as well ac an
cconomin incentive in that no apnropriate marketing arrangements exiat for their

Crops.

The first recuinite is tiae nromoticn of fertilizer use amongst omell scale
farmers o technical educction and demonctretion the second to ensure tuat
merketing arrensements provide o2n economic puarentee, These being provided, the
marketing of fertilizers Las to he organized taking the existing agricultural

infrastructure into account.
B. Tvolution of fertilizer marketing systems

In the initial stage, fertilizer distribution to small scale farmers is
asgociated with extension servires provided by governments. The reason for this
stace initiative is that private entecrprise is normall:r not interested in the
small quantities handled which, b+ necessity, would have to be done at high cost
and, consequentl:, would introduce uncertainty as to a commercial return on invest-
ments., lowever, as a larger volum- of regular sales develops, there will be need
for the evolvement of a full scale distribution system with em hasis on operational
efficiency and cconomir viebility. Here, according to the prevailing jinfrastructure,
the system can ;e developed b nrivate enterprise, co--opcratives, seuni-public and

public organizations.
C. Supporting and facilitating services

Of course the success of amy of the marketing services discussed will depend
upon the existence of the nacessar: infrastructure and other services, For evample,
the lack of adequate transport resources 0. ti.eir reasonal or cupacit: limitatione

might prove o serious impediment,

There is a need for loristical planning aiming at a better utilization of
the means of transport in slack seasons or a combination of crop haulage with the

supply of fertilizers as a return load.

The storage problems in ™ural areas is directly rclated to that of transport.

]
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Por instance, roads ma; be cut off during rain} seasons requiring earlier transport
and storage for several monihs near the farm areas. This regponsihilit: falls
upon the distribution sector as farm level storage for wost small farmers is

unpractical.

A major problem instorage at retail level, also of concern at central level,

is tne forecastiing of demand.

The type of packing to be used for fertilizers is directly relat~d to the

handling, trangport and strare conditions &t all levels of distribution.

As mentioned previously. credit pleys a paramount role in fertilizer distribu-
tion., Adequate credit facilities must be provided to both farmers and treders.
Fasy aveilability, low ccst and proper utilization of credit are some of the
basic factors to be taken into consideration. Still, a high repayment performance
i8 needed for an efficient functioning of the r; stem which could be organized on
the tasis of credit cards, mutual responsibility groups, the linking up of credit

with the marketing of crops. ctc.

Sales and promotion of fertilizer use are often taken up by different ayents

attached to different orfanizations.

The promotion impact of extension agents mayv be enhanced by technical advice
and services rcndered to farmers by fertilizer firms arl traders. For this reeson
sales agents need a technicel beckground on farm mencpement and agricultural

practices.

In addition to the promotion efforts of both extension agents and traders,
fertilizer cammpairms orpanized at a national level through mcss media are a supgest-

ed complement.
D. Incentives for improvement of efficienc

The criteriou of efficiency is the reliability of the services. This includewr
the supply of adequate quantitics of the required types of fertilizer at the
needed time, the most convenient nlace, and at the lowest possible cost to the
farmers. Some factors that should be explored in trving to improve efficiency

would be competition, profits and overall price policies.

Without doubt, a factor of major importance in providing efficient fertilizer
marketing and distribution servicee is skilled management. Therefore, training
courses for personnel both at the policy-making and the day-to-day operation

levels must precede the establishment of really efficient and economic services.




ITI. Int-:rnational assigtonce

. ——

While in the past a substantial zmount of assistance has been supplied iLuv develop-
ing countries by Loth tilateral ani intcrnational organizations in the technical field
of fertilizer demonstrction and use, onl, minor attention has been paid in general to

fertilizer merketing problems.

To overcome this shortcoming, aond conscious of the further possibilities of agri-
culturcl development by adequate supply to farmers of fertilizers and other inputs,
the Food and Agriculture Organizetion of the United Nations has created o Working Perty
on Fertilizer /rrketing and Credit., In addtion to an oxcharge of views on ccquired
experience, the FAO CGroup is spongoring studies of selected fertilizer marketing and
credit svstcms in various countrics. The work is beirg done in co-operation with the
Tennessee cller Authority (TVA) and the major fertilizer industries. Among other uses,
the findings cacn be expected to form the basis for FAC sponsored troining pro; rammes

in fertilizer marketin, and credit services.

Given the intcraependency of fertilizer and agricultural produce marketing, FAO's
exparience in the establishment and improvement of price stabilization and domestic-
export merketing organizetions will zlso be of considerable value in tzekling the pro-

blems faced in the fertilizer mcrketins area.
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To o largs axteni, this is attributable to defective marketing wystems in
the devaloping countries, In some oiroumstances ihe arrangements for moving
reriilizers to the furmers ars an cumbercone and expeusive that the deliveied-
to-farm prices are prohi‘oi.t;valy high; 4in others there is simply no reliable
source {rom which the farmer cmild buy his fertilinzers at all., 'There is, in
fant, a wide range of mituations in which regular fertiliser usage would be
profitable to farmers if muppliem were made available to them at reasonahle
prioces, but whers the Lack of adequate rmarketing facilities ip atill &
barrier. Cwapeigns to motivute and instruct farmers in the uee of fertilizers
are frustrated in such oircumstances and, indeed, vhole programmes for agri-
cultural improvements, through new techniquee and the uge of aigher yielding
sead, oar make litile headway.

Conwequently, it ae now widely recognized that effective fertiliser market-
ing aystems have to be daveloped and that sach developnent is & complex matter,
oalling for osreful attention and orzanisation and ponsibly very substantial new
investuwents, In developes countries, the comnercial channels through whioh
fertilizers and other farm inputs ave marketed, have been built up and improved
gradually over pasi generations, Often in the small farm areas of a developing
oountry, ths woole notion of purchased inputs for agrioulture is still a novelty
and input marketing snterprisec and facilities have to bde btuilt up rapidly
slmost from sorntchs Ir. P Parker has suggested that the investments required
for marketing a given voiume of fartilizers are likely to bo of the e
maguitude es the invesiments needed for ite manufacture,

The Problems of Supplying the Smell Permer

Estates and large commercial farms are usually relatively well plaoced %o
ootain supplies of fertilisers on wooeptable terms, They tend to be well awarw
of their wdvance requirements, adie to ordsr in bulk and finance their purchases.
Noreover, they ususlly have wall egtablished links with commeroial centres and
treding fime; ofien they oen oolleci with their own iransport from main depots
and 1% is likely thet they have & choice of competing suppliers, or are members
of & large buying cooperative. Indead, many large fertiliger users, need only
a relctively simple marketing system sinoe they can aontribute their owm
repources towards financing, transportaiion and storage when necessary and are
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likelv to have l1ittle need cf elemsniary advice cn the fummlations they
ghould ’tnw and the methodn of anplioation 1o be nsed,

In contrast, the iypical umall farmers have no finance, stores or trane-
porty “their farme are often soattersd in remote areas,they can uvae
only swali quantitien and they are relatively unaocustomed to Wying inputs
nt all, Therefore, they are much more difficult customera t¢ reacu end far
lesm likely to be profitable from the suppliers' point of view, To serve
this oclass ~f farmers sffeotively, o muocli more extensive and expensive
dietribution mton i® needed and, uy 8ome means or other, credit has usually
to be provided. In ahnrt, wherems whe larew tertiliser user may seek to
'siml:lfy the ﬁmoticns undertaken by his suppliers in order to save oosts,
the small peuant fmer is much more of a passive cuztomer, requiring a full
dietridution and delivery service 80 that he can aocept his wmall guantities
of fertilizer on «r near the farm a8 closely as possible to planting time,

However, it is the small farmers, in most casas still Tarming parily
on a subsistence basim, whe aocount for the bulk of fooderop production in
aost developing countriss. Therefore it is for this class of oustomers that
fertilizer marketing -.yctgna mst be largely developed in ths future.

The Importamoe of Sownd Crop Market nts

It is relevint 4t thisé point to refer to the importance of sound crop
marketing arrengetenss for mmall farmars, since the producer's ability and
willingness io duy fertilisers ie depandent upon the terms ou whioch he oan
sell his cr-ps. ‘FAO puts a great deal of emphasis on the need for integration
batween different measures for rural development. This includes wuiteble
association between steps to improve the supp.y of farm inputs, production
oredit faoilitiéé and orop marketing arrsngements. This may, in appropriate
Oases; be achieved Ly 'single clannel' marketing with the mpply of fertilisers,
the granting of cveiit and the marketing of farm orops all direoted by one
organisation. But it does not always entail a centralised system and the
farmers' related needs for fertilisers, credit and orop marksting outlets
may be efficiently met through prinery cooperatives or private trading systems.
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In any cese, it is clear that the farmers must be assured of suitable outlets
for their orops at sound prioces before they can commit themselves t0 outlays
on fertilisers or even be convinoed of the logic of fertiliser use. Te
establishment of relisble orop marketing arrengements in some forw is therefore
sn important oonsideration in any plans to promote fertiliser sales.

In the initial stages, fertiliser use smong small fazwers is uwsually depea-
dent on the direct efforts of government organisstions and ssrvioces. The field
extension services which teach the farmers the use of fertilisers are also likely
%0 have to arrenge supplies. ‘he small tomnages involved cen be handled Wy
existing staff, stores and tremsport. At the seme time, commercial compmmies
are in any case mlikely to be attrected by the small turnover, wnless the
goverammnt wndervrites and mubsidices their operations At this stage,
fertiliser marketing is still undertaien largely as & pudblic servies 40 agri-
oulture, wkile mariceting officiency, in terns of costs per wnit hendled, ie
1idely 40 be a secondary consideration.

As fertiliser consumption beoomes more general, it ocam no lomger be
properly handled by the normmal administrative sexvices and it beoomes necessery
t0 develop & full mcale commercial mariceting end sales system. MAoocording %o
the oomiry and the naticmal policy, shis may be either a private enterprise or
a osutrally directed aystem, or a combination of forme. Or ocooperetive
orgmisations may carry the sajor responsibility, especially at the lecal
dimtridution level. PFor example, fertiliser conwmption in South Kores hes
been repidly developed through the Matsional Agricultural Oocperative Fedesation
while in Thadlend it 10 being built wp through private companies end ia Algeris
shroungh a state systen. Negardless of the ferm of the enterprise chossn, its

ouwocess depends ultisately upen the effectiveness of its mariwting services ia
relation to the cowts invelved.




The development vi a fewtiliver murketd ng echems mhould neve. bea looked
at in ieolatior, wuince an oTgrrizitive whish ovrovids ! onl v {ar the dietribuli-:
and sales of feriilizers wonld be douna :o {nvolve exoxrt. .ant cost.. in 1nve. .o.oin
ahd opersticns, Murketing oot reauctions end the oprortunities to provide mois
exieneive sarvices oome fium inirpration wiih other commeccial uperation« asc
that faoilities, aupi teli, management cnd ateff ... 2e more sffectivaly drployec,
This ie especially simmificanti eincs recstilizer arkeliing and selling is largety
a searonal business with ‘he pmak of rotivities ocourring just oelore plantin:
time, Hence, there may to coms o2ope {er usirg the uuae stores for crops wnd
fexrtilisers at Aifferenti times of the vear and for tranoporting fextilisers e
retum-loads tn trucks whioh spe svutuating orops from producing areas,

Obviously, the evolution of a fullescale feriiliser marketing aystem 15
casior where traling orgeniszations - whether looal truders, morchant compenice,
cooperatives or state agencies - urs already ssiablished and can be induced to
take 'n fertilinze: uarketing with their other comnercial notivites, sinoe this
reduces the need for upecific sew jrvestments and makeas* use of exieting oownsroial
skille and distribution systems. In psrticular, of oourse, it ir logloal to
combine fertiliser trading with trede in other farm inputs such ar insecticiden,
Beeds, toovls, machinery and other ferm and famm household requisites,

Imrtmce of the etailer

Given the readinest of farmers to buy fertilisere, the key to an effective
supply aystem ia 1likely to be retall orgenisation iu the rural areas, As
already ncted, large farmers can often aispenss with the rarvioes of a local
retailer and place their orders with a oentiral depot; but for small farmers
the retailer is likely toc be indispensadle in providing supplier in the right
place at the right time. A centrcl corporation or state agenay in a develoyiny
country tends to have great diffioulties in providing diatribution services
in the rural areas and in meeting farmers' individua) needs an rvasonadble
terns. It is usually left to ihe local depotn or agents of the fertiliser
distribution, or to a local network of cooperatives, or to indeperdent trade.n
or shopkeepers to establish the direct parsonal contacts with the customers,
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Ideally, the retailer assesses his prospactive cales accurately, and
maintaine suitable atocks 85 that local farmers can be confident of buying
itLeir requiresenta at convenient times. Stockhclding at the retail level in
this way can he mapeciclly important in areas where cormmnications are likely
t¢ be out during ths rainy eeasom. Unfortunately, in praotice local re*ailers
often rinc that irading in iertilizers is not attractive because the dexand
ig not dependable, stcckm ure dulky and expensive and profit margins are
sreli. In rome cases, tle iituation is confnsed for them because quantities of
fertili zers ave nismitaneousiy being supplied st subdidimed prioes through
the governmen: egricultural servioes. Suitable retail traders and cooperetives
reovd more support and encouragement from official sources to partiaipate i1
fartiliser marketing and i4 is to be hoped that this will de forthoonding a9
their prospsctive isportance in this field decomes more gensraily recogaised.

Creait

The need for oredit to allow mmall farwers to duy inputs of seeds, to0lo,
fortilisers ani to make modest capital investments t0 improve their Zaswing
methods, is a familier topic. It is not possidle to do justioe t0 it here, or
o the difficult problems of credii worthiness, recovery of losns and the high
coste of onall mnale *nanoing, in spite of their serious implications for
fertilizer ma ketinz. Wherever possidble, credit facilities should, of course
be provided in kind enc not in cash, ev ihat the lending suthority lnowe that
the finanoe in being applied tu the proper purpose. It follows that there are
advantages in having the oredit icsued and controlled by the smpplier of the
fortilizers, whether this ie a governgent suthority, & serchant retaller or
the farmer's local cooperative orgmnisatiom.

Is may be relstively samy to ooatrol ihe issue and recovery of oredit
for fertilisers when they are used specifically for sn imdustrial orop gives
mrmtmofmtmtwdthunuummmuudm
orsaaisation. If the farmer hes anly one market outlet for his orop, thes
the recovery of his debie ocut of salss nroocseds is simplified, For example,
fertiliser use for ootion under various schemes controlled by the Compagnie
Prangai se pour le Développement des 7ibres Textiles bas been suooessful ly
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devealcped in this wayr. In & <iirilas Wiy, larye roce~ming snie-prive- in
vAarious par<ir -~ the w.rid can wrrnaes fert dazer mipplies o credit to their

outgrowers and Jatat tia oot @it e evirtunl crop e pi .veede,

Ir moet casem, credii S0 W)y [ireecs ~any ot he wwaer~inlly profitable

for independent banke, “ecause tis LO1TOVETS are usuully not credi‘~wortiy in
vanking termr and tecause the rinks and the administrative ond supervisory

costa are o:erropurtionate to the voinme of business achieved. More of ten,
suall famer credi. schemes of various ' nds a™ promoted ihrough guvarnment
supyorted develcpnen. banis or agencies, widch ae tore immediately interentec
in promoting wgriculturel <developaent than in snraing commrcial profite.

Even sc, they iun into grave difriculties :n maiatalaing relatione with
iniividua! farmers and in ensuring taat cradite ars availadble tn the applicants
At the times dictated hy the Parwing caiendar. In some cases the credit cen

be issued and recovered through the medium of integrated develupment projects

&s at preceat in Ethior.e- In cther cars#, 1n Ireg, for iustanoe, *he adminis-
‘ration of tis ioans _® tne rend>emmbility .f the agriculturnl exteneion officern
tut it is owioumly difficuls for such »ffiners to combine the basic role of
farser's advisor with the role of ded: co) lecioce In yet other cares, as in
parts of India, cutsatarcing creiit is officially recorded as a debt tc govermnmeat
rnd may be recovered ir the sane Wey a8 tax duea, In the Cameroon Reputlio
snoouraging pro~resr Las beer mude :y enliciin’ the suppo -t and help of the
village authorities in approving loans «ad Arrang.ng recoveries.

The opportw.ities for exte..iing organired credit are greatly increased if
farmers are linked in an effeotive cooperative system, In 3, Korea and Porwosa
credit ie administered through a tightly integreted and controlled natiomal
cocperative federation. In other countries, looal cooperatives make arrange-
nents with national finanoing inetitutions or with private banks., If the same
cocperatives handle the primary marketing of the farmere' orops, recovery of
advances at the time when farmers oan best afford 1o repay, is relatively simple,
In principle, such an integration of sooperatives, cr-dit and marketing can bYe
highly advantageous and a gxeat aid ir the develooment of fertilizer marketing
at the local level, Howwsr, such a system can only be built on the foundation
of & sound cooperative organisatior im whioh the spiriti ie good and the memage-
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ment is efficient; i1t ie rnot a gtructure to be imposed un farmers merely as
a meane of organdi-.ing credit and frrtilizer wmupplice.

In andte of all the Aifri-uliles, mout goverrumeriw# r.-cgnize tho need
fer vetter eyetemu of instituticnal credii for seail farmere., 3coause of
tte bazic provlems ¢ orgunizati'm and crets, some sohames may be Juite modest
an’ they may have to oharge reiativaly high ratce of intersct - vsranps
12% - 15% or more. But ine; ore readed in order <o gave raimers; when
practicable, an alteina.ive to tiecir traditional souroes ot n-edit from
traders, ricney-lenders and r=latives and almo to mexd wness traditional souroces
tehave more ~ocapstitively.

In any vavs, it is imporiant not tc urderestimats the imporiance of
non-institutional credit «n kne potantial imwrtant rele of rerchants' credit
in developing fertilizer zaler, dhen lccal fertilizer distribution is to
depend largely on 1eiail traders, it is logical to make use of these enterprises
ar cham.els of nredit along with any ¢!h=r» ~“anmels that may be available.

Such local traders are in close contaot with the famcrs, they uswlly are
well placed to amsess their credit worthiness and o give and reccver credit
st Joas cost and less risk than more rewots orpsnizaiions. Clesrly any pudlic
support and encouragsment in tais direction must depend on local macketing
conditions. In many villages, in the Foar Bast partioularly, individuval money-
lender traders have g strong or even a monopclistio posmition ap., through the
harsh terms n whicl they ol advanoes ad pre-empt crcps frou faresrs,
oonstitute a merious impediment to rurel develipment, In oivher places, by
contrast, looal treders st cperste i1 competitive conditions, dealing on
reasonable margine and providing their sustomers with servicas uhdoh imclude
oredit on moderate terme., In such situatione, or:iit for fertilisers may well

be nost efficiently provideld and controlled by the trader who suppliss the gools
and knoxs the custceer.

An obstacle is that the retailers thenselvsn ars short 2»f finance and often
capnot reise the additional working capitsl that would be nseded to deal in
fortilisers op a credit sales hasis., But, in coutrust tc the farmers, they are
usually abie to provide some security for loans ~nd are much mors likely to




satisfy the benk's minimun stuandards of credit worthinesa. Therefers, if
better credit tacilitiss can be arrangel for retailere in the fertilirer
businesn, they will be better placed t. promote sales anc develon oredit
suppliee {c farmers, The financing would ia fact be directed to farmers
through tne feritiliszer marketing channei itself «ud ‘hus retuce the costs of
oredit and the coste of marketing.

In addition tv wossibls help in eupplying fertilizers to Tacmers on
credit, retailers may need sredit fur their oun operations in holding and
handling stocks., The importance of lecentraiised storage in crder to ensure
prompt delivery to fammers has aiready besn emphamised, Then is of course
8 serious probiem of controlling oredit to -etailers to ensure that it is
gonuinely used for holding fertilizers or financing sales to farmers as
intended, A% this stage too, it muy de prefsrable 4c organize the credit
Wwithin the merketing channel. Thims would mean that finarnce would be provided
to the central fertilirer supplying compeny, or the wholesaler, who would
then bds encouraged to supply on credit for smitably long periods to the
retailers.

Finslly, on the question of credit, i1t may be cbserved that in the past
some plannsre havs besn toc ready to provide sutomatically full oredit terms
$0 all farmers under a fertilizer development scheme, This has left insuffi-
clent incentive to farmers to pay oesh for their requirermis wherever they
can. Orguniged oredit terms are alwa s sxpenrive, even ihough the cost may be
conosaled by governsent mubsidiea ~ and, in the long run, total fertiliszer
0osts t0 the farmers will be reduced if they are given full encouragement
towards seifr-help. In Ethiopia, as sccun as fammers in selecied areas have been
given an opportunity tc approciate the value of uming fertilisers, the
suthorities are reducing the ievel of rredit to 50% of the purchase price, snd
it appears that farmers are able and eventually willing to raise the 50% cash
paysent from their own resources. It is of advautage if farmers cam be showm
the alternative prices for fertiliser supplied with and without credit,
becauss thie helps to reveal the true rete of interest that farmers are deing
asket to support.
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.‘Eublidie_!

Like orsdit, the subjent of subeidies on fertilisers is too important to
ignore but too complex to disouss here in full. In a simple case, when the
farmers' crops are rold at free market prices, it is logical to enocourage him
tc apply Tertilisers up tc the point when the cost of the marginal dose of
fertiiizers equals the value of the marginel increment of output. Any subaidy
on fertilisers will then distort the calculation and induce fertiliser use past
the economic linits, If the crops are sold on the domestic market and the

fertilizer im imported, there ia alsc an wnufavourable effect i1 foreign exchange
terma,

Tat a subsidy may be regarded by the authorities as a temporary developaent
mearure. Or the prices at which the farwer sells his orops, especially foocdorops
mey be controlled at prices below their free mariket value, Then, if fertilisers
are tc b used eoonomioally, a corresponding redwotion of prioce om that side by
uweans of a governrent subsidy may be needed. Or again, if fertilisers are
needed for a major etport crop which is a vital eermer of foreign exchange and
a source of tazes and export duties, the mvomitnt nay alsc sesek to boost
produotion vy subsidieing fertiliser application. This last was the case in
Nigeria ten years ago when the dovernsent and the marketing board promoted the
large scale 1se of superphosphate for growndmuta with & subsidy of about 40%.
The argument was thut the soils of the producing areas were being steadily
impoverished by the removal and export of phosphates in the groundnut orop aad
that the subeidy on superphosphate would be recovered ous of export duties and
$axes paid froa the additional groundnmt productiom.

Whatevor the merits of such arrengements in partioular circumstanoces, a
gensral subsidy on fertilisers can be a damgercus commitment when usage in
becoming widely acoepted and consumption is increasing repidly. e costs
®my soon ouirun the available resources. Gensrally the argument for subd-
sidising fertiliser supplies is most clearly valid in the early development
stages, when quantities involved are still mmall so that marketing costs per
unit are high. A modest subsidy at this time may be needed t0 offset the heavy
narkoting oosts end allow farmers to obtain supplies at ressonable prices.




As consumption increases, the greater volume passing through the marketing
channels shou’d lsad to major reductiuns in marke+ing ocsts and margins. If
the initial mboidy was noderate, it may then be reduced or eliminated without
increasing faymecs! ouyingk prices.

Support for Improved Fertilizer Marketing from Gove nis Technic
Assistance oies,

It hae already bLeen noted thet tie probleme of fertiliser marketing, as
diotinct from fertilizer usege, only come into prominence when the volume of
supplies and the complexities of distribuiion become too great for the conven
tional government services to handle, In come countries, it may still be
decided to retain control of marketiing, at lesst partly, in official hands
beyond this point by setting up or expaniing a state agency. Kore often, the
trade in fertilisers has to be incorporeted and further developed within the
normeal commercial organization of the couniry,

In sny case, it is important that the govermment policy should lead towards
o sysiem that emphasises marketing efficiercy and e comsciousness of coste.
This in turn means due regard T.r efficienoy incentives for the enterprises
whether publioc or private, which are responsible for the marksting operations.
When private enterprime is involved, it is important to promote competition,
$o act ageinst vestiiotive prantices and to stimulate the investmente necessary
for developing more asificient operations and better servioes. When both official
bodies and private companies are invoived in the fertiliser trade, each secbor's
operatione should be carefully coordinated with the others, otherwise misplanning
and inoreassd costs are inevitable.

In any onee, governments will normally need $o exercise a good measure of
oontrol over the oontinued development of marketing arrangsments and strategies.
Where the private sector iw involved, cocordination is necessary in various wayss
price policics have to be agreed; promotional efforis must be directed into
priority areas; the different types of fertiliser to be handled may need
regulation and semplification; forms of packaging have to be rationalised,
bags should be standardised at convenient weights and so on.
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It may wlso be appropriate for the governmenits to coordinate the efforte
ol all concernad in promctional aotivities and to collaberate with the ferti-
}lger cnmpaniea in ocuitsble publicity. National nales campaigne may have an
important impact if nroperly ccvordinated and directed with the resources of
the private trude, the govarnment neivices nnd the national information mediae

Training of siaff involved in fartilizer marketiny is another important
nesi. FPublic agenciss involved in fertiliser marketing and companies in the
pedvate sector whould be helped and enccuraged to train their managerial and
technical staff in the specialiszed aspeois of fertiliszer handling and selling.
Governirent should aimo see that alequate numbers of their own staff who are
rouncerned with the planning and control of fsrtilizer programmes have the
neceseary specialised krnowledge.

To help meet the shortoomings in eristing arrangements for fertiliser
marketing, the governments of developing coustries are able to sall on the help
of dbilateral assistance programmes, FAO technioal assistance and various other
organisations. Also since poor marketing has been recognised as a major
sonetraint on fertiliser consumption, the major fersiliser samufacturing
companies have become more direotly interested in marketing arrengemsats within
developing countries. In collaboration with industrial companies who are
members of the Fertilizer Frogramme, FAO has recently created a special Working
Party on Fertiliser Nerketing and Credit. Ons of the firsts tasks of thie
Horking Party is to organise a series of studies of existing fertiliser
marketing systems in different countries. It is hoped that by coordinating the
efforte of the Working Party with FAO's wider work on agrioultural development
and on fertiliser usags, it will he possidle to give imoreased help to develop-
ing countries in improving their fertiliser marketing aysteams through seclmioal
assistance, aid in training and fuller exchange of information and experience.









