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SUMMARY

MARK"TING AND DISTRIBUTION TXPTRIENCE IN INDIA‘V

by

K. Pushparaj

The Fertilizers and Chemicals Travancore Ltd.-P.A.C.T.
Udyogemandal India

L« Fertilizer marketing end distribution experience for fertilizer producers in

Tdia is of very recent origin. This is the resultof the Central Fertilizer Pool arrange-
ment of the Government of India, which was in operation until 1968-69. Under this
system the distrioution and marketing of fertilizers in the country was considered the
responsibility of the Covernment and hence the fertilizer producers of the country until
136€-59 had onlv a limited role in this field. Howewer, some of the fertilizer ;ro-
dvcers “ero-already in tine filed of distribution and marketing of fertilizers along

with ths FPecrvilizer Psol since they vere producing phosphatie fertilizers and NvK
fertiliz.r mixtures. In this connection mention is made of the marketing activities

o” Fertilizers and Chemicals Travancore Lt¢. (popularly known as F.A.C.T.).

2. F.4.C.T. was the first major fertilizer producing unit in India to un ertake market-
ing ~nd promoiion cf fertilizers in th: country through an organised net-work of digs-=
triluion outlets and a continuous programme of fertilizer promction. During the last
decode F.A.C.T. waa built up as a well-knit fertilizer distribution and marketing

osgénization, which can be considered as a model for the marketing and distribution of

1/ " The views and opinions expresscd in this paper aré those of the author and do not
necessarily express the viewg of the secretariat of UNIDO. This document has been
Cunedltuced” without formal editing.



Certilizers. The marioting and ligtribution opriranizaticn of WACT rests b a vast net-

work of qistributers rand derlorTn all the prin2ry and torminsd markcte and central
stocking points and blondine ppte et oatrotonn p.ints 11 the markete b multi-
channcl distributin gystum 193 wiepiad vy oo for af {ording maximum availabillity
and conveniwnce +~ rustomers ~_pvices Af all to AfNc1s dealing in agric;ltural
inputs and utilisud for the dystritatied Sf fortilizers: pimecly and rdcquate supply
of products 18 ngourcd to the gull ng sutle ' in the primary & o terminal markets
through & chein At central stk g o ints and tleading unite 1ocated at strategic

conters in the markcet .

2 Limited avoilability Lt cpudit how always buen @ constraint 1n the expansion of
the fertilizer markat. The LXpLrience of # AT indicates that this can be over=
come to a large extent 7 the fert list ot neturcs cal adopt & gyatem of partial

guaranted ,¢ oredit supply 28 L3 pracflsgd oy VLA

4. Along with actting up 7 ynat not-work of diogtribution and morketing organisatian,
#.A.¢.T. hes algo evolved an clightundd SPOET AN of fertilazer promotion for con=
{inuous operation in the market. The highlights ~f tlis programme are belore and
after sales customer scrvic: foold CertilazcT demonstrations and ticld days,
customoT cducation and fertilize feativals, product promation, attention 10 customer
and deal::T complaint™, Linie n 1 th putlic and government agencics, and devclopment
of the dealer net=work and field sales fFarca. To 2S9LEs market rcquiremcnts and re-=
actior®, regular aarket research and surv.ys Aare undcriaken, s9 thnat policy formulat-
jon for marketing of products can - puided LY the comelusions drawn f{rom gsuch

gtudic and surveys .

9. The requircments Jf distributioi narketing and promoticn of the fertilizcer market

in India calls ror staly ¢nd annlysis of Lhic markeiing cogt ot fertilizers. At
present the suveral functions of aarscting of fortilizers are viewed with varying
dcgroces Af geriousnons by individual rertilizer menulacturcre. Kence there ig no
gongcngus Qi the ~oncept AP foptilizer marketing cost. The Committee on Fertilizors
(1965) roc mmended on an &VETEEs 10-12 percent »f the retail selling price as market-
ing cost for fertilizors. Paking into consideraticn the changes that heve already
taken place 11 the tertiiizer market n the country and the changes that arc pocsible
in the future, the cnat ~f fertilizer marketing n the country in the futuro yoears

1

a1

beand to go 4D The CXDUrLonCe Af Ao in the sistribution and marketing

nf fortil.aers indicates thot @ qinimun U 20 BT cent nf the rotail sclling price willl

be accounted cor by cost of 1o rkuting in the future years. This is eppecinlly true

when viewed in the light At the vact mark.t dovelopment offorts that arc required for

e N
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cxtension of the fertilizer market in the country. The development of the fertilizer

market in the country will depend vory much on the efficiency of the fertilizer
marketing system opcrated in the country.
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1. Fertiliser marketing and distribution in India wtil
recently was organised as part of a Government Trading Seheme
under the Central Fertiliser Pool arrangements. The Central
Fertilizer Paol would take over most of the indigenous
production of fertilisers and along with imparted quantities
o fertilisers would arrange distribution through Government
and Co-operative ipencies, Tre role of the individual
manufacturers in distri‘bution and marketing under this system
wes verv lirited, It was only by 19€3-¢¢ thet this syster.

~f fertiliser distributiom and marketinc underwert a change
and individual manufscturers started marketing their products
independent of the Gevernment Fertilizer Fool arrangements,
Parhans, the delayed entry of the manuracturers into the field
of distribution anqg marketing has resnlted in deficiencies

in the marketing systemv for fortilisers in tre country.

The environmentnl reuirerents of the -irgl market for

fertilisers in the comtry are many and the gystem nf

rarketing in existence in the country is yet to develop
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itsell to meet, the ~tallenzee ~f thess recuirem nte, Thej
solution %o tr's prebler can he Taund anl- thr;m:vh the
irtrodustion A% -r. effi{~{ent market nz and distritmtien
sys-erm for fert.lisers turirg ‘rto account the speeial
characteriatiss ~f the Irdizn miral rarket amd traditiofal
agricultuwre, Tie sxperienre ~f the Fartilisers And Che-icals
Travaneore L.d, nepularly knw as TACT ‘n marveting ad
distributier ~f its raducts i{s wert: -~a siderine in this
respeet,
24 The Fertilisers i Chemieals Travineore 1ltd, was the
first major fertilizer produeing unit in India te undertake
marketine ard promotio of fertilisers in the countrv threuch
an organised netwnork of distribution outlsts and a continucus
oroprarme ! fertiliser prometion, The rarketine and distria
but! en experience af more than a decade zained by FACT has
resulted in a marketing philosaphy for the Company wrieh is
suumarised in the words of its o, Direetor as follows:
"In India, ted2y, the task of a fertiliser ranufacturer
dees not stop with productien. The mepical trans-
famation thot fertiliser use brings about in famm
procduction is not yet fully realised hj/ a majority
af Indian farmerz, The task of educatineg the farming
comrunity about the benefits to be reaped from
inereased fertiliser use, therefore, clearly devolvs
en the fertiliser producer, Fertiliser Cerpanies

will do well to remember that though fertiliser







production in Ind1a is stated to be not adr-uate to cope rith
the demand, there is at present a sad if not strangs, spectacle
of lack of fertiliser consciousness among a considerable nortim
of the farming eonrunity in India. If this sorry state should
and, fertiliser produeers will have to do &1l in their power
to enlist farmmers on the side of increased fertiliser consum-
ption hand in hand with the other extension services.

This in fact crystalises the ~roblem of fertilimer production,
distribution, marketing and promotion in Tdia. It is on the
basis of this philosaphy that TACT has developed its marketing
ereanisation aiming at sumply of the right owrlity and right

quartities of fertilisers, at the rignt tire, at the right

price and at the richt plrces to the frmers,
2.1 tarketing Ocpanisation:

A very close nenetration of the primary and terminal

e e

narkets is found necessary for reaching the maximur nurber
of famers and also for afferding the maxirum convenience and

acee. s bility to the famers. The narketing organisition of

FiCY, therefore, rests on o vast networt of Sales Repions and
territories, Central Stocking Foints and blending I'mits and
wholesale and retail selling points spread all over the
Liarketins ire~, A decentralised administration of the market
is found svitable for effective caontrol ard supervision of

meritetine netivities, This is acliieved through a Jdivision
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of the market into sales =zreas, resicns and territories. The
four Southern States of the country which constitute the
Mcrketing Zone of the Company are declared as four sales
areas eacn wider an Area Sales Hdanaser. “ne snlcs areas are
diviiecd into operotiomelly viable szles regions cach undesr a
Ncgional Sz2les Manager, The sales regions ara further Jdivided
into compaet sales territories lnmokec aftor by Salec Officers.
The regivnal and Territorial set-up is contisuously expanded
depending on the inteusity of merketing operation faund
necessar; in caeh se.ment of the market fron timc tr tiua,
The overall supervision and contrel of the ficli opuration
is exercised hy the Marketin: Chicef with the assistanee of
the Froduet Distrivution Devartmeit in charge of tinely
movcnicnt of products fror the proauction point to the consuming
eentres, the A-ronony Departient in churie or pre and after
sales customer service, the Market Development Department in
eharze af continuvous vromotinnal and developwental activities
the Navies Reveareh Department in charge of narltet studies
and analyzis and the Sales Accounting Depa-tment in cliarge
of turngver and ~xpeniiture accountin: ~no analvsis.
2,2 Qlsfrilation Sysfei:

2:2-1 TPor af’ording maxiw: corvenience and
avallatility to customers a multi-chaniel Mstribution system
g aperatod 21l aver the mavkets Services of various encles
like traders in ~jricultural inpnuts and outouts, rural
Co=operative Socictics, Agro~industrics Corporitions, farmcrs

il tulk eonswaers like Plantation Comomnies, ote. arc







utilised in operatirg this svster,, These agencics are anroint ed
as "\'T dealers and are continumusly rotivated to expand their
busiress ir FuCT fettiliz~rs Ly the field sales force, Suffi-
clent nunber of dealer points are raintained in the pricape

and teminal rarkets and the number of dealer voints is
constantly inereased depending on the available rarket
potenti-l and the intensityv of coverage that is called

for from time to time in tre d*fferent market segrents,

Rernlar evaluation of dealer performanee b sed on declared
norns, and eonstant mrtivation of dealers coupled dith

eareful attertim paid to selection and trainins of dealers

are found to increase dealer efficiencv and maintain dealer
loyalt-r, gy utilising the services of all the azencins
dealing in agricuwltural ‘nputs and outputs for product
distribution, maximum availability of ¥ACT products is assured
in the market,

2e?=2  To assure tirely and adenuate surrly of
products, especiz)lr in the light of possible transport
bottlenecks during scusons, I'ACT maint.>ins a chain of ruffer
storye points and blending units ranned and nanaged by TAGCT
personnel at startepic locations in the market, These sunrlwv
noints funetion alse as pPre “nd after sales customer services
centres, The nwber and crpaeity of such roints are incre-sed
according to market notential and reonirerents, It is frund

that thege supplv prints should have an averape storage
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cepacity af twn to three ronths requirements of stoc''s depending
on the distanee frorm the piroduction paint and the facilities
of transport avail-ble, Such facilities of field storape are
fourd to result in hicher dealer efficiency and customer
loyaity by assuring tirely suonlies within easy reach,
2eRe=3 Limitations in availability of credit is found te be
a serious constraint to expansion of fertiliser business by
dealers and increased econsurption of fertilisers by farmers,
Credit availability at the dealer level will necessarilv reflect
in credit availability at the farmer level, To solve this
problem, FACT has adopted a PPrtirl guarantee ceredit sunply
srster for its dealers wherein the derlers are persuaded to
provide FACT with reasonable pavrent ~uarantees and FACT takes
norril husiness risks b accormodating dealer requirerents of
Surcly over ard above the puaranteed level, FACT field
staff further extend help to the dealers in taking advantage
of eredit fneilities offered by the institutional rgencies in
the country, 'hen once dealer credit is assured it is found
that farmer credit frem the dealer is autorntically made availe
able, For eisv working arrangerents in t)is respect, FACT
persuades its dealers to idept = barter system in agricultural
inputs amd outputs, A system of famer credit cards operated
in azsoeiation with bankine agencies is presently beirg
experimented by FACT as o pilot scheme to find ~ut possibilities

of adoption on a wider acale,
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2.3 Fertiliser Promotion and Market Developrent:
2.3~1 The nececsity for fertiliser oromotion is

inplied in the nirketing philosophy of FACT ard the need for
market develorrent arises out of the emerging competitive
market for fertilisers in the country, Sales promotion and
market develomrent activities, therefore, ~re continuously
undertaken with varying degrees of intensity according to the
recuirements of the different market segments. The hishlights
~f the FATT p‘.:ogranme are pre and after sales custemer service,
field demonstrations, customer education, product nromotien,
rodressal of customer end dealer complaints, liaison with public
and Governrment agencies and developrent of dealers and field
sales staff, Such activities are undertaken by the field
sales force in close association with the FACT deolers and

are co-ordinated by the Agronomy and meriet develorment cells
within the lMarketing “ivision,

2.3-2 b farm advisory service to the custorers is operated

through the field sales force anc dealers, Fammers are offered
advice and assistanc in the Preparatiorn of farm plans and
adoption of advanced agrincnl+mwa] rractfons b len §oeld
Arronomists, Free snil testin~ facilities are alsc made avail-
able to the farmers ¢1 an extensive s-nle through mnhile and
stationery soil tecting laboratories, Since the dealers are

nlso educated on fun.-e.ontal rrinciples of apricultural rractices,







such pre and after s-les customer services could be extended on a
wide scale., TFertiliser demonstrations m virious crops are
undertaken regulerly through the rarketing area, Avart from

the large numbar of half to one acre dmonstrations, large scale
fertilisezﬁemnstration Prograrmes eovering one hundred to one
thousand acres in one place is also adented ag a me sure of mass
appreal, Such larpe scalo demonstrations are found to be very
effcctive in revolutionising fam practices over wide areas and
hence have formed an inportant part of the FACT market develoment
progranie. Harvest festivals are conducted as the final stage

of the demonstration prograrme and such festivals afford very
good oprortunities to convince the famers on the benefits of
fertiliser use through the method of "Seeing for believingn,
2.3=3 (ne of the very effective metheds of farmer education
evolved by FACT is the concemt of "Fertiliser Festivals',
Organising study clisses am seminars on advorced arricultural
practices nnd fertilie - splication with all the lestivities

of a trar itionel goeial op religious festival worked into them 1s
found to attract great attention and have proved very successful
in breaking the barrie. s of trditional ~griculture, The farmers’
participation in such fun- vlons lg:ade eouilote by making them
share the expenses invelved in arganising such functions ang
neking them active mr' cipants i1 the organisation of such
functions, Ag a follow-up rieasure, the FACT Salesmen and

dealers take advantage ¥ such functisns and organise FACT

farmers! clubs in all the areas where such functions are







conducted.  Sveh clubs, by mecting ~t regular intervals at the
‘neentive of the FACT S~lcuamen ~nd denlers afford pond opror-
turities for voov wstcﬁer contact and building up customer
Toyalty,

2e3=4 "ass distribution of crop and product parmphlets, product
advertisorent through newsn.pers, heardngs, pnosters and wall
pvaintinrs are alseo undertaken as suprorting sales rramotional
tocls, Trominence is siven for visual aids in product nromotion,
FACT docurentorv films in loeal lonmueges heve proved verv

popular anong the customers, Teeps fitted with £film projectors
rnove in the villages for screening these films, Film slides on
FACT products are also exhibited in village cinema houses, Village
exhibitions erphasising the advanteges of FACT product use and
improved agricultural practices are algo regularly arranged by way
of providing mobile exhibition kita to the field salesmen, Taking
advantage of social and religious village festivals for arranging
such exhit ‘tions has proved very successful in attracting the
farmers,

2,3=5 Another method of narket development which is success-
fully undertaken by FACT is the area development scheme which
covers an entire village aiming at the overall socio-ecoromic
develon ent of the villupe based on agricultural prosperity,

\long with develonment of agriculture, possibilities of agro-
based cottare industries are also exnloited and facilities
offered for such develorments with proper motivation have been

frund to result in a conplete transformation of the
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traditional socio=econonmie set up of the village, The sprecd effect
of this scheme that could be noticaed in the neighbouring arens
proves this scheme to be one with very great rass arreal,

2,3=6 An integratcd a'proaeh to marketin~ ard pro-otion of
agricultural inputs is nlsc in‘tinted by TACT in utilising its
selling ~utlets {or distribution of cther ngricultural inputs

also. “orkine arrangercnts hove been nade with producers of
insecticides ~nd pesticides for sunrrly of such products through
FACT selling roints, The T/CT denlers nre rersuaded to denl in
all aprieultural inputs and effecet A barter systerm with their
farrer customers through purchase of farm outputs, Such an
inteprated anproach is found 4o result not onlv in general increase
in fertiliser consuniptien but 2180 in specific inerense in FACT

fertiliser sales in the arecs where this scheme is operated,

2,37 Since the efficieney of the dealer network and field
sales force is n eritieal factor in the successful irnlementation
of all rrorotional snd develorricntal activities, continuous
trining 2nd rotivation of declers ~nd field sales force are
civen due impertanee in the market develorment prograrme of FACT,.
Jenler training progrirmes are arranged annually and dealer
eonferences are arranged at the cariencerient and conclusion of
every season, Dealer incentive sehemes are also intrrduced at

o propriate intervils, In copany training for the field sales
force is » continueus prograrre and wherever found necessar-

institutional treining is also riven to the field sales force,

i live corrunication line is also kept up with the widely
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scattered field sales foree throush a nenthls marketine bulletin

issued b the Larketing Jivision,

2438 “or centinuously assessing the market reouirements

“nd recctions, regular rarket research and Surveys are undertsken
by the market research eell, Conclusiong drewn are utilised in

the formu ation of mariicting policies vith rerard to specifie

situations as well ag for long~ter nariieting requirements,

The need for syey market surveys and resesrch is becoring more

prorinent in the emerging competitive rarket for fer tilisers

in the country.
Te Larketing cost:
3.1 Tlie several funetions of distribution, promotion and
services involvid in fertiliscr marketing call for an an2.lysis of
the cost of man:etine fertilisers, especially in a developing
fertiliser rarket like that of Tndia., The "ndian fertiliger
markct is still in its formative strge of develorent and as a
result there is . rencral consencys of opinion on the concent
of markatin- cost fap fertilisers, The irportarce of rarketing

, funetion is vicwee with vorving degrees of sariousness by
inidividu2l fer+il isep ranfaeturers and hence the rarketing

1155 vary froang GO DO comT nye The conce b of marketing cost

cost/ for fertilisers should be vicwed from the fertiliser industrv's
long teri reaudrerents of distr:’.bution, promotion and rerket
developrant, The eorsittce en Fertilisers (1965) recorrended
A rarketing cast of ten to twelve peracnt of tre retail selling

price even under the fertil: 8er pcol arrangerments of the Government,

Under the present conditions where ingd ividul ranufreturers have
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taken up the responsibility of distribution and m.rketine of theip
froduct s, the Tequirement g of Mmarketing effortg ind itg cost ig

bound to be fore then what was Tecorr:ndeq by the Commitye,
Fertilisers. Sria11 Variations ape likely dependin;: on the
fe0<rarhical loentions of the Produet inp Points apg the

develomental reduirerents of difeprant Marketing areis, fThe
€xerience of FiCT ip this respeet indicates that o minimm o

nineteen to twenty Yerzent of the retril se'ling Price wil] have

narket development in the country ¢n Provide g5 rendy napket, for
the increqiseq Production of I‘ertilisers in the ctountry, The
FACT estimate of - reesonable Marketing coat under Indian

conditions is riven belov s

dote: For thig estinnte the ex~faetory price of the product is

Assumed nt 1y, Mg/ per Tonre,

n
Funet {ons ost, in Nupeng
A TN -—M -.-‘-h“‘.*‘ m-..-‘...-. - . ..-~ ‘--?
1. Fandline Charges 4t the product icn ) 3,00

To Wverape Railway freight frem the )
Pradueticrn point to the buffer ) 35,00
storage points in the market )
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171, Hardling charges a4 the bulfep Storage)pg, 7.00
Points
Iv, Storage charees fop the Manufactyrep )
“t the buffep Storage noints on an ) 4420
)
)

AVerage, fop three Mmonths

V. Interest charges fop the nanufactyprep

for three months ¢ 10 percent ) 17,40

AR Shortags i transit ang during storage)
" % percent ) 3.5¢

VII, 8§nles bromotion ang technica] serviccsg
1 pireent 10,50

VrrT, 311les «':(’r'inistrn.tim ” one percent - 7.00

i Transport ong handling fpe- the buffer)
FLOrR G noints to the wholesale points) 12,00

‘e “holesler Corisgion ¢ two bercent . 16,00

Xitr, Transport ang hendling fpy, the )
wholesale boint t6 the Fetail poing, ) 10,00
xr., Storape charges rop the retailer op ) 1.00
N oaverexe fpop one month ) *
Xv, Interest charges for the retailer fop g
MNe rmonth 7.00
Y letad 1np Carission @ royup Percent ) 33,64
8.175,3], "~

Tingi o Lp the. ffertiliser marizat that i3 called fop to tole

Croof b “rticipnted ircrease in fertilisep broduct irp,




The wide gap that is noticed between the fertiliser consumntion
tarpets and actual consumption year after year in the country
can be largely attributed to the def igiencics in the system

of fertiliser rarketing, Tt will not be good economy to
sacrifice the quality of marketing operntions to get at a
slight rrduction in the fertiliser selling prices. The
.dwelo;ment of ihe Indian fertiliser market in the coming
years very much depend on the efficiency of the fertiliser

marketing system operated in the eountry.
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