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Project ReCOMMendation and Summery 

Part 1 

A. ReCOMMendation 

1. Loan financing of fertilizer imports 

FY 1979 
FY 1980 
FY 1981 

$ 22.000.000 
49.000.000 

$ 79.000.000 
$ 150.000.000 

a. Borrower: The Government of India (GOI) 

b. Implementing Agency: Ministry of Agriculture and 
Irrigation (MOAI). 

2. Authorization of fertilizer purchases from Code 941 countries. 

B. Summary Description of Project 

The purpose of AlDis participation in the India fertilizer program is 
to assist in sustaining the momentum of increased fertilizer consumption 
established during the past three years. The governmentls instruments for 
accomplishing this purpose include an aggressive import policy that will 
provide a total supply of fertilizer sufficient to ensure availability at 
all levels of the distribution system, and activities designed to broaden 
the base of consumption by both area and type of consumer. 

From a base of 2.9 million nutrient tons in 1975/76, fertilizer 
consumption rose to an estimated 5.0 millions tons in 1978/79, representing 
an annual increase of approximately 20 percent. Several factors have been 
responsible for the dramatic increase in sales, including qood weather, 
improved price relationships, and accelerated investments in irrigation and 
power. Realization of this potential, however, must be credited to an 
effective import program that has acted to put pressure on the supply side 
and ensured that availability is not a constraint. It is a continuation of 
this aggressive import policy that this project seeks to support. 

In addition, the project contains a series of activities of the GOI 
intended to broaden the base of fertilizer consumption by area and type of 
user. Analysis of recent sales data suggests that the phenomenon of 
"saturation" in certain leading districts has not yet emerged and that 
growth in high and low using areas appears to be roughly the same. How­
ever, not only are diminishing returns in high use ~istricts and among 
progressive farmers inevitable, but the GOI's specific concern for improv­
ing the welfare of the weaker sections of the community and the more 
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backward areas dictates that activities designed to broaden the base of 
participation in fertilizer use be undertaken. Consequently, the GOI p1an~ 
(1) to increase the number of districts, especially in the dry1and areas ir 
which Intensive Fertilizer Promotion Campaigns (IFPC's) are to be waged, 
(2) to add to the villages currently "adopted ll by the fertilizer industry, 
and (3) to provide promotional subsidies to small farmers through special 
credit programs, for example, those of the Small Farmer Development Agency/ 
Marginal Farmer Lending Agency (SFDA/MFALA), and the Drought Prone Area 
Program (DPAP). 

On the supply side, continued efforts will be made to develop a usable 
system of incentives that will stimulate the movement of fertilizer into 
the more remote areas. Actions now under consideration by the Gal include 
expanding dealer registration, increasing the number of supply depots off 
the main rail and road connnections and extending differential transporta­
tion subsidies to wholesalers and retailers. 

As a contribution to the effort to maintain supply pressure on the 
fertilizer system and to broaden the base of fertilizer consumption in 
remote areas and among small farmers, AID will make $150 million in loan 
funds available to the Gal to help cover an estimated total import bill of 
roughly $1.6 billion over the period 1979-81. The Gal intends to conduct 
studies aimed at (1) developing new courses of action to cope with the 
problems and constraints of the distribution system, and (2) analyzing the 
experience gained in a variety of fertilizer promotion activities. AID 
will consider grant financing such studies,if requested by the Gal. 
Investment proposals resulting from such studies may also be considered 
for later AID financing. 

C. Summary Findings 

A growth rate of 4.0 percent per annum in agriculture is a cornerstone 
of the 1978-83 Draft Plan. Inability to attain this rate would seriously 
jeopardize the shift toward a more employment oriented approach to develop­
ment that characterizes the Plan's sectoral allocations. A lower growth 
rate would also have a negative effect on the welfare of the poor through 
higher food and fiber prices. 

Commentators on the Plan's allocations and targets have generally 
agrep~ that contra~J to previous exercises, the figures present an ambi­
tious, but realizable course of action. Three highly complementary 
activities form the core of the agricultural development program. First, 
it is proposed to add some 17 million hectares to the current irrigated 
acreage of roughly 50 million hectares. Second, the Gal plans to add 
approximately 18,500 MW of capacity to the country's electrical power 
system. A major portion of this program is aimed at rural electrification 
and the provision of power for the operation of minor irrigation schemes. 
Lastly, the target for total fertilizer consumption over the 1979/80 -
1982/83 period is roughly 25 million nutrient tons, approximately 3/4 to 
be produced locally and 1/4 to be imported. Attainment of this level ;s 
a necessary condition for meeting the output and growth rate targets 
projected for agriculture. 
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All production processes permit some substitution. however the 
relationships among water. improved seeds and fertilizer are such that 
shortfalls in any element of the package would have a detrimental effect 
on the attainment of the government's targ~t. 

Moreover. because of its extreme divisibility, failure to provide 
sufficient fertilizer imports would particularly undermine efforts to 
improve productivity in the small and marginal farmer community. The 
findings of the National Sample Survey Study (1974), the ProgruiTll1e 
Evaluation Organization Study (1976) and the recent 22,000 household 
survey undertaken by the National Council of Applied Economic Research 
(NCAER) (1978) all suggest that, in situations where reasonably favorable 
agro-climatic conditions exist, normal marketing channels are sufficient 
to ensure that small farmers adoot imp~oved seeds and fertilizers as 
readily as their larger neighbors. Admittedly, their initial acceptance 
of the HYV technology has sometimes lagged behind that of the wealthier, 
more progressive members of the community, especially in the rice areas 
in the South. But the only clear evidence that these discrepancies have 
persisted beyond one or two cropping seasons is related to periods of 
short fertilizer supply. 

The finding that small farmers have readily adopted fertilizer in the 
more advanced areas that accolmt for the major portion of India's ferti­
lizer use does not, of course, mean that there are no constrcints on the 
increased use of fertilizer in India. Even in the "advanced" areas. not 
all households use fertilizer. Continuing extension efforts are needed 
to increase the farming community's understanding of the benefits of chemi­
cal fertilizers. In addition, there are two types of situations in which 
special programs for encouraging fertilizer use are justified. The first 
stems from the observation that in certain districts, despite "good" mois­
ture conditions, fertilizer consumption is below average for the State. 
These districts have been targeted for intensive promotion campaigns 
involving the coordinated efforts of all local development agencies. 

The second, representing a much more difficult problem, involves 
districts whose current ngricultural potential is marginal and where 
additional fertilizer sale~, especially among small farmer~ will neces­
sarily go hand-in-hand with the introduction of minor irrigation facilities 
and improved moisture management practices. Agencies working in these 
areas (SFOA/MFALA, OPAP, etc.) have been empowered to provide special 
subsidies for fertilizer use to small farmers beyond those currently 
available to other users. 

O. Pol icy Issues 

The PIO approval cable (Appendix F) rais~rl issues regarding (1) the 
role of IFPC districts, (2) long term effects of the Project, (3) effec­
tiveness of the distribution system, (4) evaluation standards and criteria, 
(5) procurement procedures, and (6) fertilizer subsidies. 
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Analysis during preparation of the PP has resulted in substantial 
alteration of the treatment of the IFPC districts. The IFPC districts 
are seen now as only one element in the efforts of the GOI to promote 
increased fertilizer consumption. Promotional activities in IFPC 
districts vary from state to state. A study of the IFPC program, along 
with other approaches to fertilizer promotion, is expected to be under­
taker by the GOI. 

The long term impacts of the project on small farmers and on the 
overall fertilizer supply and demand situation is provided in the sections 
on Project Background and Project Analysis. 

The Project Background section of the PP includes a broad description 
of the fertilizer sector including evaluative comments on the effectiveness 
of the overall distribution system, pricing policies. and the treatment 
of small farmers. GOI studies of weaknesses in the distribution system 
are expected to bring about improvements. 

Analysis of the fertilizer sector has clarified the role of the IFPC 
districts which will not now provide the st~ndard of measurement for pro­
ject and sector evaluation. Instead, the evaluation process may call for 
special studies of promotional efforts in IFPC districts and of the 
distribution system. A special study using the NCAER study data as a 
benchmark is being suggested for the latter years of the project. It 
would detail the impact of the project on small and marginal farmers. 

AID fertilizer procurement rules and procedures were discussed in detail 
with the GOI by AID (SER/COM) staff. While all of the details have not been 
worked out, the general approach is outlined in the Implementation Section 
of the PP. 

The nature and extent of GOI subsidies to the fertilizer sector are 
considered in the Background Section of the PP and Appendix L. 

E. Project Paper Preparation 

The Mission Project Committee includes Fletcher E. Riggs, Chairman 
Dr. B. Sen, and Peter Bloom. The Committee has worked closely with the 
staff of the Fertilizer Division, Department of Agriculture, who provided 
essential data and interpretations of the fertilizer ~ituation in India. 
The initial analytical treatment and first draft of the Project Paper were 
prepared by Dr. Carl Gotsch of Stanford University, consultant to the 
Mission and the GOI. 
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Project Background and Description 

Plrt II 

A. Background: The Fertilizer Subsector: 

1. Fertilizer and Growth: Fertilizer has clearly been the cutting 
edge of the country's recent agricultural growth. Sales have accelerated 
from a long-term (1952 to 1978) growth trend of roughly 17.5 percent per 
annum to 22.5 percent per annum during the period since 1976/77 
(See Table A-ll). 

There is considerable debate about the precise determinants of 
this recent increased growth rate. Those who see weather as a primary 
determinant must contend with the fact that in 1969, 1969/70 and 1970/71, 
all years of favorable weather, annual sales were below the trend estab­
lished in the preceding decade. Those who argue that improved price 
relationships were the cause must explain why the unprecedented growth in 
1976/77 has occurred in a price environment that was less favorable to 
cultivators than the one which prevailed in the years before 1974/75. In 
any case, efforts to project future demand must contend with the fact that 
the recent trend is of short duration and, at least in computation, is as 
much a function of the fact that sales in 1974/75 - 1976/77 were below 
the long term trend as it is of the rapid increases in sales in 1977/78 
and 1978/79. The latter were clearly above the long term trend and mark 
an average increase of 20 percent per annum. It has been argued and gen­
erally conceded that the absence of a clear-cut causal explanation of the 
determinants of sales sU9gest the advisability of treating the most 
recent experience with some caution. 1/ 

Perhaps the best that one can say is that the current buoyance in 
the fertilizer sub-sector results from a combination of factors like 
weather, prices, promotional efforts, credit availability, increased irri­
gation, the high yielding varieties program, and ready availability of 
fertilizers resulting from domestic production policy and an import program 
that assures ample supplies at most levels in the distribution system most 
of the time. One might wish for a more definitive argument; but the 
limited amount of available data makes it impossible to test hypotheses 
about the determinants rigorously. Moreover, given the flexibility 
permitted through short-run adjustments by timely fertilizer imports, 
accurate long-range projections are not critical to the success of the 

1/ For a detailed analysis of recent consumption patterns, see 
'G"unvant Desai, "A Critical Review of Fertilizer Consumption after 1974/75 
and Prospects for Future Growth," Fertilizer News, Vol. 23, No.7, July 1978. 
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program. Of course some knowledge of the rapidity with which the sub­
sector is likely to grow is required for production planning. (Various 
approaches to demand projection are reviewed in Aopendix C.) But, as 
the detailed description of the project suggests, the import component 
will be substantial over the next decade regardless of the accuracy of 
production and consumption forecasts. The worst that can happen as a 
result of mistaken projections are temporary "shortages" and "surpluses" 
as measured against the desired buffer stocks. These fluctuations are 
inevitable where uncertainty of weather and other agro-climatic conditions 
are endemic to the area. 

Growth accounting over short time periods is always hazardous but the 
application of somE simple yardsticks developed by the National Commission 
on Agriculture suggests that fertilizer (along with favorable weather) has 
been far and away the most important determinant of the favorable foodgrain 
situation in which India has found itself in recent years. For example, 
the estimates in Table 1 (p. 6a) show that roughly 70 percent of the input 
induced increment from 1976/77 to 1977/78 stemmed from the application of 
additional supplies of inorganic nutrients. In absolute terms, this amounted 
to approximately 6.7 million tons of cereals of the record output of 125 
mi n i on tons. 

A number of criticisms can be leveled at the use of such simplistic methods: 
relationships between production inputs have not been accounted for; ferti­
lizer response ratios vary widely between regions and crops; and estimates 
of the percentage of fertilizer going on to food crops are imprecise. 
Nevertheless, even if rather significant changes were made in the assump­
tions used, the annual increments in fertilizer consumption can be demon­
strated to have played a major role in the successes of India's development 
program. 

2. The Distributive Effects of Increased Fertilizer Consum tion: 
The observation that incremental fertilizer use is responsible for 2 3 to 3/4 
of the input-induced growth in foodgrains leads directly to the conclusion 
that increased consumption of inorganic nutrients has played an important 
role in improvement - or at least avoiding a deterioration - in the welfare 
of India's poor. The mechanism, of course, is the general downward pressure 
on foodgrain prices associated with the increase in output. This has created 
the opportunity for the government to procure substantial amounts of cereals 
for release through subsidized ration shops. Moreover, while to date the 
latter have been of benefit primarily to the urban poor, the relative 
stability of the food price index for agricultural labor also suggests that 
the most vulnerable sections of the rural population have also benefited 
from the increased production of cereals. 

On the income side, there is considerable evidence that, at least in agri­
cultural areas favored by reasonably assured water supplies, small farmers 
have also benefited from the aggressive import policies of recent years. 
Fertilizer's "divisibility"* makes it an input that, in principle, is neutral 
to scale. The recent studies done in both India and Pakistan referred to 

*"Divisibility" refers to the fact that the fertili~er can be made available 
directly to small farmers in varying amounts according to need, in contrast 
to some inputs such as capltal equipment or irrigation systems. 
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Table 1 

INDIA 
GROWTH IN FOODGRAIN PRODUCTION AND ITS DETERMINANTS 

Three year Average 
1967/68-1969/70 to 
1975/76-1977/78 

1973/74-1975/76 to 
1975/76-1977/7$ 

1976/77 to 
1977 /78 

M. Tons % M. Tons % M. Tons % 
Actual Increase in Output 23.0 2.7 10.8 4.9 14.4 13.0 

Input- Induced Increase 22.4 2. 7 8. 5 3.8 9. 5 

of which contributed by: 

Gross Cropped Area 2.2 (9.8) 0.6 (7. I) 1.3 
Ir riga tion 3.4 ( 15. 2) 1.2 (14. 1) 0.9 
Fertilizer 14.4 (64.3) 5.8 (6B.2) tJ.7 
Cropping Pattern 
Shift 2.4 (10.7) O.Q (l 0.6) 0.6 

Unexplained Residual 0.6 (100) (100) 

Source: Based on World Bank calculations and "yardsticks" developed by the 
National Commission on Asriculture. 

1/ The input/output coefficients are based on the assumption that the effect 

8. 5 

(13. 7) 
(9. 5) 

(70.5) 

L~ 

(100) 

of each input is separate from others when in fact tho! use of one increases the 
productivity of the others; and there are factors influencin2 production other 
than those for which there are yardsticks. 

'?! The yardstiCKS adopted are: adding I hectare to foodgrain cropped area 
adds 0.45 tons to foodgrain production; adding irrigation to I hectare 
adds an additional 0.5 tons; applying I nutrient lon of fertilizer to 
foodgrain crops adds 10 tons to production; a shift of I hectare from 
pulse and coarse grain croppin,g to either rice or wheat adds 0.38 tons 
to production. 
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earlier show that this is also true in practice. The NCAER study (1978) 
of 22,000 households shows, for exr.mp1e, that in 8 out of 17 states the 
proportion of small farm households using fertilizer is greater than the 
proportion of all households utilizing fertilizer. In 6 states the pro­
portion of small farm households using fertilizer is close to the average 
proportion of fertilizer using households and in only 2 states is the pro­
portion of small farmer households utilizing fertilizer less than the 
average proportion using fertilizer. (See Table A-18.) These results 
duplicate earlier conclusions drawn by the National Sample Survey study 
and the Programme Evaluation Organization. 

The finding that where reasonable investments in infrastructure have 
occurred small farmers have participated significantly in the green re­
volution, is not new to students of Asian agriculture. A 1975 study done 
in Pakistan contains similar conclusions. It suggests, on the basis of 
an extensive survey of the Provinces of Punjab and Sind, that the incidence 
of fertilizer use is lowest on large farms (over 12 acres). Medium (6-12 
acres) and small (less than 6 acres) farms received fertilizer more 
commonly on both irrigated and unirriqated land although the study does 
not indicate the intensity of fertilizer use. 

Evidence that, in the presence of adequate infrastructure and fertilizer 
availability, small farmers are reasonably well served is important. It 
suggests that under the existing system large numbers of the relatively 
poor have been able to improve their absolute standard of 1i~ing. Continued 
extension efforts in the areas show that high rates of adoption are required. 
Improvements in rural capital markets are also necessary. The results 
showing that fann size has not been a barrier to adopticn suggest that effol~ts 
to popularize divisible production inputs such as fertilizer, seeds and 
pesticides should continue. 

3. Expanding the Base of Consumption through Promotion: The fact that 
markets appear to be serving small and marginal farmers reasonably well in 
areas where most of the fertilizer is and, for the foreseeable future, will 
continue to be used, suggests that special attention needs to be given to 
improving the system in less favorable environments. The NCAER summary 
findings show, for example, that there is an extrene variation in the use of 
fertilizer by region. The percentage of farm households using fertilizer 
varies from over 90 percent in the Punjab to 7 percent in Assam. (The 
average for the country is roughly 50 percent.) (See Table A-18.) The 
variation in rate of application per fertilized hectare is equally great. 
Tamil Nadu, a rice growing district in the south leads, with 128 kgs/hectare; 
while Himachal Pradesh, a mountainous area devoted primarily to speciality 
crops, trails, with 28 kgs/hectare. (See Table A-37.) As a result of these 
variations in adoption and dosage the concentration of fertilizer is sub­
stantial. Some 55 districts (15 percent) use roughly 50 percent of the 
fertilizer. (See Table A-15.) 

Although a detailed district by district evaluation is not available, 
Figure 1 (p. 7a) indicates that the districts belonging to the select 



;. -... -
~. ... .... ..... ~ ......... 
"" .. -.. .... 
'-~ .-...... ,. .. Doo..-,o.. 

·"'c' .... ......... _. -.. .... 
... . -

7a 
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group tend to be characterized by proximity to marketing centers 
controlled water supplies and power. As noted earlier, there do appear 
to be some interesting anomalies, i.e. districts that have a relatively 
high index of, say, irrigation facilities and yet are not among the top 
districts in fertilizer use. Recognition of this fact has prompted a 
number of fertilizer promotion activities in both the public and private 
sectors: lJ 

(a) The Intensive Fertilizer Promotion Campaign (IFPC): The basic 
f~atures of the campaign for the districts selected involve: working OJt 
village, block and district targets of fertilizer consumption in advance 
of the cropping season; fixing responsibility for achieving the targets 
at these levels on the Village Level Workers (VLWs), the Block Development 
Officers (BOOs) and the District Agricultural Officers (DADs) or the Deputy 
Director-in-Charge of the district under the overall control of the 
District Collector; making sure that fertilizers, certified seeds and 
pesticides are generally available; and processing credit applications 2-4 
weeks in advance of the sowing season. (Figure 2, p .. Ba, shows the location 
of IFPC districts.) 

(b) Village Adootion Programs: The fertilizer industry, in addition 
to supplying additi0;lal sales representatives in the IFPC districts, has 
its own "village adoption" program as well. Some manufacturers have taken 
as many as 100 villages under their wing and have tried to provide trained 
agricultural and engineering personnel who could assist with various 
types of village improvement schemes. Increasing fertilizer use has been 
an important goal, but personnel assigned to the program emphasize adoption 
of a package of improved practices and a coordinating role for local govern­
ment development agencies. 

(c) "Block" Demonstration Program: In a number of districts the 
effort to introduce farmers to the benefits of fertilizer have moved away 
from individual farmer demonstrations to larger areas or "block" demonstra­
tions covering the cuntiguous fields of a number of farmers. This program 
has been promoted in both West Bengal and Karnataka by fertilizer marketeers 
and was coordinated by the Fertilizer Association of India (FAI). The virtues 
of the "block" approach include the increased amount of land under imp'oved 
practices and the demonstration impact of improved technology on the fields 
of a number of fclrlners - large, small and marginal - and not just the fields 
of l.vell knO\vn "p)'ogres~ive" cultivators. 

1/ A more detailed review of the various promotional programs is given in 
H.L.S. Tandon, "Fertilizer Promotion - A Review", Fertilizer News, 'Jo1. 23, 
No.7, July, 1978; and G.K. Sohbti, "The Role of the Fertilizer Industry in 
Fertilizer Promotion", Fertilizer Ne'l'/s, Vol. 24, No.4., April, 1979. 
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Figure 2. DISTRICTS SELECTED FOR INTENSIVE FERTILIZER PROMOTION CAMPAIGN 
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(rl) Integrated Nutrient Supply Scheme: As part of its participation 
in village adoption programs. the fertilizer industry has also created in 
63 villages what is called an "integrated nutrient supply scheme". The 
scheme. set up with the Indian Council of Agricultural Research (ICAR). 
was designed to develop an integrated approach to the management of farm~ 
yard manure. plant residues and inorganic fertilizers. Interim reports 
suggest that the effect of the project in the pilot villages has been a 
substantial improvement in the efficiency of fertilizer use. 

No comprehensive evaluation of these activities has been undertaken, 
but preliminary reports indicate that the IFPCs have succeeded 
in increasing fertilizer consumption in the selectrd districts substan­
tially. Precisely how small farmers have fared in the IFPC is not known 
and may be included as an item of special interest in the examination of 
promotion programs now being discussed as a possible research project by 
the MOA. 

The impact on small farmers of efforts to increase fertilizer use in 
remote, marginal agricultural areas by special organizations such as the 
SFDA/MFALA, and the DPAP is more straightforward, since small farmers 
are the mandated target group. 

4. Expanding the Base of Consumption through Increased 
~ies: The su~ply side of the fertilizer picture continues 

to be both a source of impressive performance and some frustration. In­
creasing the movement and scale of inorganic materials at the r~te of 20 
percent per annum in the past several years to a level of 5 million 
nutrient tons in 1978/79 is a creditable achievement. However, the 
failure over the last decade to broaden the base of consumption in the 
interior areas away from the rail heads must be traced in part to a per­
sistent lack of adequate and timely supply of fertilizer. 

At present fertilizer is distributed through a multi-channel system. (See 
Figure 3.) Imported fertilizer is allotted to the State governments which 
in turn distribute it in their respective areas through cooperatives, other 
institutional agencies, their own departments and private dealers. The 
production of the domestic manufacturers is allocated to different States 
where the chains of distribution are left to the manufacturers themselves. 
Since 1978 private wholesalers and retailers have also been given access to 
the central fertilizer pool to which imported fertilizers are consigned. 
This at least theoretically integrates the entire supply system. 

As of April, 1978 there were 101,839 retail fertilizer sale pOints com­
posed of 43,264 cooperatives and other institutional outlets a~ld 58.575 
private sales points. These were distributed by State as sha~n in Table 
A-39, which also shows the dosage per cropped hectare. 

Contrary to what might have been expected, there is no simple relationship 
between the density of the retail salp.s network and fertilizer consumption. 
More formal correlation analysis confirms this impression. The correlation 
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coefficient between cUltivated hectares per retail sales point and 
kilograms of fertilizer per cropped hectare is statistically insigni­
ficant. 

The number of retail sales points at the State level is undoubtedly too 
crude a measure of potential availability to capture the effect of 
limited supply points on consumption at the micro lpvel. What seems 
above rebuttal is that availability is at least a necessary condition 
for increased consumption and that the government1s concerns about devising 
a ~ositive mechanism for insuring that fertilizer would move to the more 
re~ote areas are well founded. As early as 1965, the Fertilizer Committee 
suggested, as part of an agricultural development policy, that transporta­
tion costs away from the rail heads should be subsidized. This idea has 
been tried by setting up "roadheads ll in remote areas where no convenient 
railhead exists. For example, in Jammu and Kashmir over 50 points have 
been designated as government supply points from which dealers may receive 
fertilizer at the same fixed price. In an effort to decrease the pressure 
on the railway system, this concept has recently been expanded to cover the 
costs of truck transport to a number of points that would otherwise have 
been served by rail. 

Less successful has been the effort to encourage transportation away from 
the railhead or Ilroadhead" by including provision to cover additional 
transportation costs in dealer margins between cost and sales price. The 
total margin has been a fixed sum and consequently there is no incentive 
for well established dealers with a reasonably high turnover to move away 
from their bases around pri~ary supply depots. For example, the distribu­
tion margin for a ton of urea is Rs. 115, broken down as follows: 

Table 2. Distribution of Margin for Urea 

1. Commission for Wholesale/retailer 
2. Transport charges 
3. Loading/unloading 
4. Godown rent 
5. Shortage (Reserve for Loss) 
6. Interest (on purchase) 

TOTAL 

RS./ton 

25.69 
9.00 
5.30 
9.00 
8.79 

57.22 
115. 00 

So long as dealers are able to capture a portion of the transportation 
lIa110wance li as profit - and there is nothing ill egal about doing so -
they have every incentive to sell as close to the government delivery 
point as possible. Increased turnover, on which profits depend, ordinarily 
requires an investment in market development. 

Unfortunately, no foolproof mechanism is available to ensure that with 
increased transportation-rel~ted margins, dealers would actually move the 
materials to remote or interior areas. One possible mechanism to prevent 
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misuse of an additional transportation margin and to ensure that 
fertilizers do reach the remote areas would be for the government to 
obtain proof of receipt of fertilizers at these points from District 
Agricultural Officers before paying the additional margin to the 
distributor. 

The fertilizer distribution problem is not just one of transportation 
and dealer margins but of having adequate storage facilities at the 
receiving end. Given the fact that dealers in remote areas are not 
accustomed to moving large volumes of either outputs or inputs, it is 
probably unrealistic to think that warehousing would automatically come 
into existence on short notice. Consequently, the Sub-Working Group 
on Fertilizers has suggested that in areas where there appears to be a 
general 'jack of input availability, a "composite" input distribution 
center i.e., a small depot that could store and retail fertilize~ see~ 
pesticides, etc., should be established. A more concrete assessment of 
local warehousing needs awaits a report currently under preparation by 
the Administrative Staff rollege at Hyderabad. 

The GOI is fully cognizant of the fact that improvements in the fertilizer 
distribution system will require substantial outlays. Under present 
pricing policies these would be budget outlays. This potentially large 
budget drain has prompted calls from some quarters for freeing retail 
prices and permitting dealers to charge whatever the market will bear, 
obviously resulting in higher prices in remote areas. Counter arguments 
to the proposal that buyers pay the costs of transportation directly have 
been made on both equity and developmental grounds. For example, input 
subsidies have long been recognized as a legitimate means for encouraging 
the adoption of new technology. Conditions in the more backward areas 
would fit this rationale. 

A further, related argument for uniform pricing stresses equity. The 
backward areas that would be the major beneficaries of the transportation 
subsidy are already lagging behind other areas in the country on many 
indices of public welfare. Consequently preferential treatment would be 
consistent with some concept of social justice. 

If, as expected, the GOI implements some version of the proposal to pro­
vide transporation to the Block level, this will confirm the economic and 
political persuasiveness of the foregoing arguments. Fertilizer avail­
ability at the Block level would be assured since the fertilizer is 
moved at the manufacturer's expense. The operation of the retention 
pricing mechanism would then permit the manufacturers to recover these 
additional transport costs from the GOI. As suggested above, there would 
still be the problem of getting fertilizer moved from Block Headquarters 
to more remote areas, however. 

5. Fertilizer Price Policy: 

a. General Background: Fertilizer prices in India are administered 
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prices. The policy of the Government of India is to make fertilizers 
availa~le to the farmers at as low prices as possible. In pursuance of 
this policy, fertilizer prices were reduced seven times from July, 1975 
to March, 1979. The prices of all fertilizers (except single superphos­
phate (SSP) and potassic fertilizers) are statutorily fixed by the GOl. 
Prices of potassic fertilizers (which are wholly imported) are also fixed 
by government. SSP prices are fixed by the FAl under a formula, laid 
down by government. 

The pricing mechanism that has been developed over the years takes into 
account the divergent interests of the cultivators, the domestic ferti­
lizer industry and the Treasury. The factors taken into account for fixing 
fertilizer prices are, inter alia: cost of domestic production, cost of 
imports, remunerative prices to farmers, need to promote consumption of 
specific fertilizers and subsidy to be borne by the Treasury. 

Pricin of Nitro enous Fertilizers: Pricing of nitrogenous fertilizers 
is based on 1 the retention prices of the domestic manufacturers which 
include full production costs and a fair return on capital invested, and 
(2) the landed cost of the imported fertilizers - urea, ammonium sulphate 
and calcium ammonium nitrate. The statutory price takes into account the 
weighted price of imported and domestically produced fertilizers as well 
as the farmgate price that would prove remumerative to farmers. 

As it substantially increased the price of fertilizer on June 1, 1974, 
the GOr developed the mechanism of the fertilizer pool equalization 
charge (FPEC) requiring domestic manufacturers to surrender to the pool 
the difference beb/een their fair delivery price and the statutory price. 

Pricing of Phosphates: Since 1966 the Fertilizer Association of 
India (FAI) has been fixlng the price of single superphosphate (SSP) on 
the basis of a formula agreed to by the manufacturers and the government. 
The manufacturers of complex fertilizers were allowed to fix prices of their 
products on the basis of prices of similar imported grades until 1976. The 
steep increases in world and Indian phosphate prices in the mid 1970's caused 
a decline in phosphate consumption and an undesirable balance in fertilizer 
use. To correct the imbalance the prices of phosphates were reduced sub­
stantially through a proportionate subsidy of Rs. 1,250 per ton of phosphate 
(P205) to the indigenous manufacturers. The benefit of the subsidy accrues 
directly to the farmer. The scheme involved total government expenditures of 
about Rs. 600 million in 1976-77 and Rs. 825 million in 1977-78. Currently 
the subsidy scheme has been adjusted for manufacturers of complex fertilizers 
to allow a variable subsidy to each manufacturer depending on his costs of 
production. 

Pricing of Potash: All potassic fertilizers are imported and prices 
are fixed by the government. However, these prices have always been kept 
at reasonably low levels in order to encourage the use of potash by farmers. 
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b. Fertilizer Prices: As Figure 4 demonstrates, Indian farmers 
were not immune to the worldwide fertilizer price escalations that 
occurred in 1974/75, Prices of all nutrients rose drastically over a 
very short period of time and it is generally agreed that this was a 
major contributor to the drop in absolute consumption that occurred 
that year. Over a somewhat longer term, however, there is no statis­
tical evidence that the smaller fluctuations shown in the figure have 
had any measurable effect on consumption. This is not surprising 
because, as the project's financial analysis indicates, benefit-cost 
ratios have for the most part remained reasonably favorable and have 
obviously been sufficient to produce a long-term upward trend in con­
sumption. 

Figure 4 also shows that in addition to the sharp reductions in the 
immediate aftermath of the 74/75 season, the GOI has continued to make 
small reductions in prices. These have been selective: different types 
of fertilizers have been affected differently depending upon the desired 
nutrient mix. 

c. Subsidies and Taxes: The GOI both subsidizes and taxes 
fertilizer. Subsidy on fertilizers takes the following forms: (1) 
selling imported fertilizers below the "no profit no loss" price; 
(2) subsidy payment to indigenous manufacturers of statutorily controlled 
fertilizers under the retention price scheme; (3) phosphatic subsidy to 
phosphate manufacturers at Rs. 1250 per ton of P205; (4) freight subsidy 
to indigenous manuf~cturers of nitrogenous fertiiizers; (5) road transport 
subsidy on domestic and pool fertilizers; and (6) customs duty on certain 
raw materials (like phosphoric acid) and lower excise duty on certain 
fertilizers, (like SSP). Subsidies are given by certain State govern­
ments for specific fertilizers. Fertilizers are also subsidized under 
certain schemes such as SFDA, and DPAP. 

Fertilizer is subject to a number of taxes and levies which yield revenue 
to central and State governments. Fertilizers attract the following levies 
in India: (1) excise duty at the rate of 7.5 percent on all indigenously 
produced fertilizers except triple superphosphate (TSP) (for which the 
excise duty is 3.75 percent); (2) special excise duty at the rate of 
5 percent of the basic excise duty; (3) countervailing duty at the rate of 
7.5 percent on imported non-potassic fertilizers; (4) auxiliary duty at 
5 percent on all imported fertilizers; (5) central sales tax at the same 
rate which State sales tax is levied, subject to a maximum of 4 percent; 
(6) State sales tax (in some states) ranging from 1 percent in Pondicherry 
to 7 percent in Orissa; and (7) octroi duty by municipal corporations. 

Exact figures on the extent of subsidy payments and revenue collection by 
governments with regard to fertilizers is not available. 

6. The Demand for Imports: The import component of total projected 
needs has been taken as the difference between production and consumption. 
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Both estimates are, of course, subject to considerable uncertainty. 
Compared to alternative projections for the short-run made by the 
Fertilizer Association of India, the estimates developed by the MOA 
(Table 3) are somewhat conservative. However they reflect a detailed 
micro approach that incorporates assumptions about the availability 
of credit, increases in irrigated acreage, IInormalll weather, and so 
on. MOA estimates have, by and large, been very close to lIactuals ll . 
Consequently, there are grounds for reasonable confidence in the 
estimates presented. (A discussion of various approaches to demand 
projection is contained in Appendix C.) 

In the longer run, all estimates of import needs may be altered by 
substantial revisions in production plan~. Figures given in Table 3 
refer to projections made in the preparation of the Sixth Five Year 
Development Plan, but these are rapidly being overtaken as a result 
of new gas finds in the Bombay High field. While no firm (or indeed 
published) figures exist, current speculation suggests planned increases 
in production capacity as high as 1 million tons every year. That is 
one very large plant every year, beginning as soon as the extent of the 
gas finds is fully confirmed. Whatever the case, these plans will not 
have an effect on the increases in capacity that can be expected during 
the project period and hence do not affect the import projections. 

7. Loqistics and Transportation: In expanding from an annual 
movement of some 7.2 million tons of fertilizer materials in 1975/76 
to about 8.4 million in 1978/79, the various agencies of the Indian 
Government have shown a remarkable elasticity in responding to the 
needs of an expanded fertilizer program. However, alarms have been 
sounded throughout the industry with respect to meeting the targets set 
for the coming years. A number of proposals for dealing with the pro­
blem are now being discussed or implemented. Chief among these are 
increased intermediate or nodal warehousing, bulk handling facilities 
to speed up and consolidate the movement of fertilizer imports, and a 
rather substantial revamping of the railway system's operation. The 
last proposed in the Railway Industry Technical Economic Service (RITES) 
report, would involve the use of block rates between a limited number of 
points to relieve congestion.l! 

The projects mentioned above will not, however, relieve short run pres­
sures. The government has only a limited number of alternatives for 
coping with the immediate pressure of an additional 1.5 million tons 
per annum of materials projected for the 1979/82 period. First, efforts 
can and are being made to reduce the amount of cross-shipment. The zonal 
conferences that take place at the beginning of each planting season 
have been important in helping to establish detailed plans for the dis­
tribution of both imported and domestically produced materials. Second, 
continued resort will undoubtedly have to be made to road transport, 
even when this covers considerable distances. Third, additional 

!l Special rate for utilizing an entire train capacity. 



Table 3. 

Years Nitrogen 

1979/80 3,779 

fa 
oo::r .-

1980/81 4,260 

1981/82 4,772 

1982/83 5,315 

Total 

Projected Con surn.pti on, Production, and hnports of Inorganic Fertilizer 
(000 metric nutrient tons) 

Con sumEti on Production 
Phosphate Potash TOTAL Nitrogen Phosphate TOTAL 

1,063 619 5,461 2,980 835 3,815 

1, 172 691 6,123 3,577 959 4,536 

1,287 767 6,826 3,972 984 4,956 

1,407 847 7,569 4,427 1,014 5,441 

25,979 18,748 

Source: Ministry of Irrigation and Agriculture 

ImEorts 

1,646 

1,587 

1,870 

2,128 

7,231 
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incentives may be required to try to induce dealGrs to accept off­
season shipments in order to avoid the current "peak.ing" probl~ms 
generated by the seasonality of fertilizer use. Lastly, new directives 
(and incentives) may be issued to insure that fertilizers have a higher 
priority in overall railway movement. 

B. Background: The Agriculture Sector 

1. Sector Allocations: The available evidence suggests that, 
aside from ensuring adequate supplies, the most powerful determinants of 
fertilizer sales (especially for small farmers) are probably less the 
result of actions taken in the fertilizer sub-sector than of broader 
policies. The most notable of these are rural credit and investments in 
irrigation and power, although the relationship between fertilizer use 
and commercialization suggests that road transportation may be equally 
important. 

As Table 4 shows, the overall commitments to agriculture in the 1978-83 
Plan have increased moderately in relative terms and substantially in 
absolute terms over those of earlier years. The same is true in 
irrigation and flood control. More dramatic has been the increase in 
expenditures aimed at increasing power supplies, especially in rural 
areas. GO! planners are persuaded that: (a) these investments in in­
frastructure offer the greatest opportunity for increasing rural 
employment through both construction and crop intensification; (b) the 
use of more divisible inputs such as fertilizer, seeds and pesticides 
will follow rapidly once assured water supplies are available; and 
(c) if the latter are available, small farmers will adopt new technology 
as rapidly as large farmers. 

Based on the experience of the past several Plan periods and the 
evidence of broad-based participation in the adoption of HYV technology, 
the shift in emphasis toward investment in agriculture appears to be a 
sound strategy. Critics of the Sixth Plan have argued, however, that it 
does not go fdr enough. In particular, there is relatively little in the 
investment allocations that would provide directed, targeted employment 
for the large numbers of landless and near landless found in virtually 
every village. 

This issue continues to be a matter of intense debate in Indian circles 
and a nunmer of States have begun to deve10p rural employment schemes 
with their own resources. Maharashtra's Guaranteed Employment Scheme 
is perhaps the most widely known of these; but other versions of labor 
intensive public works have been activated in such States as Kerala 
and Karnataka as well. To date, evaluations of these pioneering efforts 
have been mixed. As; s the case with the diffusion of improved technology, 
much depends on the agroclimatic conditions under which efforts at 
implementation are made. 

2. Agricultural Price Policy: The presence of a tested technology 
in the agricultural sector plus evidence that the majority of cultivators, 



Table 4. SECTORAL ALLOCATION OF PLAN OUTLAYS 
(% of Total) 

Actua1s Estimates Project: iJ·/ 

Annual Plans Fourth Plan Fifth Plan New Plan 
(1966/67 - (1969/70- (1974/75- (1978/1979 -

1968/69) 1973/74) 1977/78) 198Z/83) 

Agriculture and Allied Programs 10.Z 10.7 10.3 1Z.4 

Irrigation and Flood Control 11. 9 11.8 11. 9 13.9 

Industry and Minerals Z4.7 19.7 Z5.4 Z1. Z 

"' Village and Small-Scale 1.9 1. 5 1.3 1.9 
t.n - Large and Medium ZZ.8 18. Z Z4.1 19.Z 

Power 18.3 18.6 18.7 ZZ.7 

Transport and. Conununications 18.4 19. 5 18.0 15. Z 

Railways 7.7 5.9 5.4 4.8 
Other 10.7 13.6 1Z.6 10.4 

". 

Social Services 1Z.9 15.4 13. 1 1Z.9 

Other 3.6 4.3 Z. 5 1.6 

Total 100.0 100.0 100.0 100.0 

Source: World Bank Reports 
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large and small, are acquainted with its use. is not a sufficient 
condition for sustained growth or desirable equity effects. 
Continued use involves investment, which, if it is to be done in the 
private sector, in turn requires guarantees of profitability. As 
the project's financial analysis shows, current output prices continue 
to provide the incentives necessary to induce farmers to apply sub­
stantial dosages of fertilizer. Table 5 shows that the terms of trade, 
as reflected in the relative prices of manufactures and agricultural 
commodities, have not been allowed to move significantly against 
agriculture. Favorable prices for farmers have been maintained by the 
GOI through a system of support prices for major &gricultural commodities. 

Symotomatic of the inherent dilemma faced bv all qovernments is the con­
flict between raising producer prices of foodgrains in order to ensure 
investment incentives while responding to the needs of the poorest 
segments of the population. This issue has been dealt with in India 
through (a) a public distribution system consisting of "fair price shops" 
at which foodgrains and certain other essential commodities are sold at 
"reasonable" prices, and (b) the mandatory procurement of a certain 
percentage of the marketable surplus of foodgrains to meet the demands of 
the public distribution system. Although the prices at which the govern­
ment purchased grains were below the prevailing market prices in years 
of poor hat'vest, procurement operations in years of good harvest prevented 
foodg ra in /!;d I'ket pri ces from dec 1 in i ng below the government's procurement 
prices. 

Historically the weighted prices of procurement acquisitions and open 
market sales averaged higher than the prices farmers would have received 
in the absence of the pror!/t'enJE'nt program. The government no longer 
conducts mandatory prOCtH'f'Jl1rrt operations but under the agriculturdl 
pr'ice support progr'aJl1 has stood ready to purchase any quantity the 
farmers are willing to sell at the support price. These acquisitions 
supply the public distribution system and the foodgrain reserves pro­
gram. 

The welfare implication of the public distribution system for the 46 
per-cent of the population estimated to be living below the poverty 
line is obvious. The <;ub~)idie5 involved in running the public distri­
bution systerJl arp 2'iti~latp(! Cit aco:;t Rs. 5.6 billion in 1979/80. 

3. Rural CrAdit: Indio's difficulties in developing rural capital 
markets thatw woufd serve the small farmer community and (b) do so at 
a sustainable cost have bRE'n little different than those of other LOC's. 
Table 6 shows that with the exception of the Land Uevelopment Banks, small 
farmers receive a greater proportion of the institutional credit than 
their land holding \·/ould seem to entitle them. Indeed, the regulations 
that have been issued to the nationalized commercial banks and cocperative 
banks have forced them to provide a very large portion of the credit in 
their rural branches to very small farmers. Unfortunately, as the Experts 
Commission set LIP by the Reserve Bank of India points out, the problem of 
arrer.rs has t'eached major proportions. Fifty to sixty percent of the 
loans have not been recovered, a level of performance that threatens to 
undermine the entire program. 



TABLE 5 - RELATIVE PRICES OF MANUFACTURES AND AGRICULTURAL COMMODITIES 

YEAR INDEX FOR MANUFACTURES PRODUCTS INDEX FOR AGRICULTURAL PRICES OF MANUFACTURES PRODUCTS 
COMMODITI ES AS PERCENT OF THE PRICES OF 

AGRICULTURAL COMMODITIES 

1971-72 109.5 100.4 109.1 

1972-73 121.9 110.3 110.5 

1973-74 139.5 139.2 100.2 

1974-75 168.8 169.9 99.4 

1975-76 171 .2: 157.3 108.8 
lIS 
\0 1976-77 175.2 158.5 11 O. 5 .-

1977-78 179.2 174.8 102.5 

Source: Economic Survey, 1978-79 
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TABLE 6 - DISTRIBUTION OF INSTITUTIONAL CREDIT ACCORDING TO BORROWERS IN 1975-76 

INDIA 

Primary Agri- Land Deve~op- Conmer-
Area of Holding cultural Credit ment Bank cia1 Banks 

(%) Societies 
(%) (%) (%) 

Below 2 hectares 21 30 20 56 

2-4 hectares 19 25 21 19 

Above 4 hectares 60 41 28 25 

Tenants, laborers and others 4 31 

100 100 100 100 

T I) ta 1 (Rs. mi 11 ion) 10,234 2,154 2,126 

Sources: 1. Reserve Bank of India, Statistical Statements Relating to the Cooperative Movement 
in India, 1975/76 

2. Reserve Bank of India, Agricultural Credit Schemes of Commercial Banks, Report 
of the Expert Group, 1978 

3. Reserve Bank of India, Regional Rural Banks, Report of the Review Committee, 1978 
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Under any circumstance. the total amount of institutional credit from 
the cooperative sector increased from Rs. 1.489 crores in 1976/77 to Rs. 
1.822 crores 11 in 1977/78. Commercial bank credit also increased sub­
stantially so that the aggregate institutional finance to agriculture 
increased by over 25 percent from Rs. 2,154 crores in 1976/77 to Rs. 
2.756 crores. Although it is obvious from earlier observations that. 
better access to credit could not be an adequate explanation for the 
increased fertilizer consumption of that year, it would be hard to 
imagine that such a massive addition to the availability of institu­
tional funds even though accounting for only 35 percent of rural credit, 
did not relate to the equally high rate of fertilizer consumption in the 
same period. 

4. Agricultural Extension: One of the brightest developments among 
agricultural organizations is the revitalization of the extension service. 
The "training and visit" system initiated by the World Bank has focused 
attention on the fact that, when information is readily available, 
farmers are prepared to adopt a variety of better practices many of 
which are relatively inexpensive. (An oft cited example is greater 
attention to plant population and weeding.) The caveat again, of course. 
is that the agricultural environment must be such that a response to 
better management practices can be clearly detected. Where the program 
has been successful in the rainfed areas, there were opportunities for 
increasing fertilizer sales that did not require expensive infrastruc­
tural investments in controlled water supply. 

C. Background: National Development Objectives 

1. The BJsic Strategy: In endorsing the basic Indian approach in 
1978, the Bilateral Assistance Strategy Team characterized the Sixth Plan 
as one in which industrial growth is to occur in part as a "trickle Up" 
effect from the countryside to the urban areas. Rather than attempting 
to stimulate the industrial sector by generating a demand for urban 
consumer durables such as automobiles and appliances, Indian planners 
saw a shift in expenditure to rural areas (and the creation of incomes 
through agricultural development) as a means of redistributing income as 
well as providing a stimulus to industrial growth. 

Figures recently released showing an accelerated industrial growth rate 
of 7.8 percent for the first 11 months of 1978/79 are encouraging. Indeed 
when disaggregated, the industries showing the most rapid growth are 
largely those producing commodities one would expect to see demanded if 
purchasing power of poorer rural consumers were to increase. For example, 
the manufacture of motor cycles, bicycles, Vanaspati, diesel engines, 
sugar and certain kinds of cloth has increased by 20-30 percent. At the 
same time, the upward trend has not been reflected in production of steel, 
cement, jute products, railway wagons and the like. This is consistent 
with the notion of creating a broad, small consumer based demand pull. 

The 1979-83 Plan does not, however, carry the IItrickle up" approach to 
the agricultural sector itself. As noted above, major expenditures 

11 1 Crore = 10 million 
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are to be made on infrastructure investments whose impact on the fanning 
community may be direct, but whose effect on the landless and near land­
less will occur largely through the operation of the labor market. 

The USAID approach to assisting the development of India's agriculture 
and rural areas is to concentrate on technological improvements, rural/ 
agricultural infrastructure, and agricultural inputs. Annual inputs 
such as fertilizer and credit, backed by improved technology, irrigation 
facilities, and rural electrical infrastructure, are the keys to increased 
agricultural output and farm income. 

2. Non-Agricultural Employment: The Draft Plan envisaqes a series 
of activities designed to stimulate rural industrialization that improves 
employment opportunities in the rural areas. Provisions have already 
been made for broadening the number of commodities that will be reserved 
for the small indllstries sector. In addition, technical assistance and 
credit will be provided to stimulate development in those activities that 
would naturally have a strong rural base. These include the handlooms 
industry, the handicrafts industries, and the sericulture industry. 

It is well recognized by Indian planners that stimulating industry in 
the rural areas will require more than regulations and fiscal incentives. 
~Jithout adeque.te infrastructure, little of the projected activity will 
materialize. Consequently, efforts are being made to set up industrial 
estates as part of a general area or regional approach to rural develop­
ment. 

D. Detailed Description of the Project 

The general goal of the project is to assist in increasing agricultural 
production in India with particular emphasis on raising the incomes of 
small farmers. The mechanism by which this is to be accomplished is a 
series of activities carried out by the Gal to maintain the recent 
acceleration in fertilizer sales. As noted, chief amon~ these is an 
aggressive import policy aimed at ensuring that availabllity does not 
constrain fertilizer use. In addition, because of the inevitable 
diminishing returns that can be expected where there is the lion1s share 
of the fertilizer use, both equity and continued production response 
demand that efforts be made to expand the base of participation. On 
the demand side, these will include promotional fertilizer investments, 
increased credit availability, an expansion of extension activities, and 
an increase in fertilizer supplies directed toward remote areas. 
Especially important will be programs in areas where the ~gricultural and 
social conditions appear to offer a potential for the development of 
self-sustaining markets. On the supply side, efforts will be made to 
improve the movement of fertilizer into the more remote areas byabsorb­
ing transportntion costs and/or by covering additional transportation 
costs in dealer margins and improving local storage facilities. 
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1. Providing Fertilizer Imports (1979-82): Figure 5 shows both 
the past performance of the fertilizer sub-sector and projections made 
by the MOA regarding future requirements. (Data are given in Table 3 
and Tables A.10 and A.ll.) As the data indicate, the estimates are, 
quite reasonably, neither projections of long term trends nor an 
extrapolation of the recent past. Rather, as noted in Appendix C, 
they have been built up from more disaggregated data on irrigation 
potential, the anticipated extension of HYV, etc. They show roughly 
an 11 percent increase per annum over the 1979/80-1982/83 period. 

The expected total consumption for the 1979-81 period 1S about 18.4 
million nutrient tons. Subtracting planned production leaves an 
expected demand for imports of 5.1 million tons or approximately 30 
percent of the total. The AID contribution would be on the order of 
500,000 tons or about 10 percent of total imports. 1/ Efforts to 
expand the system by adding a series of "roadheads" to the railheads at 
which fertilizer is delivered at government expense have been reasonably 
successful. This technique has made it possible to reach areas not 
served by rail. However, as yet there has been no answer to the 
question of hOl'1 to set up a system of del ivery points and/or incentives 
to guarantee that fertilizer would, as a matter of course, move to the 
more remote areas. The costs and benefits of various incentive 
mechanisms are now under active consideration within the government and 
a decision is expected in the coming months. 

Under any plan. additional storage facilities at the grassroots level 
appear to be necessary for successful implementation. Because of the 
evidence that input availability is a key ingredient to any strategy 
aimed at increasing small farmer productivity, USAID has expressed to 
the GOI an interest in the storage problem. The GOI is currently 
awaiting the report of a study being carried out by the Administrative 
Staff College at Hyderbad regarding existing conditions and alternative 
solutions to the local warehousing problem. Further consultation with 
the GOI on this issue will take place once the report is in hand and 
the Government's policies have been formulated. 

2. Increasing Effective Demand: Previous comments have pointed to 
the fact that in situations where infrastructure is reasonably well pro­
vided for and fertilizer is available, normal marketing channels will 
suffice as a mechanism for ensuring that the potential for fertilizer use 
is realized. (This is not an argument that the dissemination of improved 
management techniques through the extension service and the presence of 
added credit facilities will not result in additional sales, but that 
the focus of the problem has shifted out of the fertilizer sector per ~.) 

1/ The 1978 price per nutrient ton delivered at Bombay was $293 for DAP and 
$335 for Urea. Averaged and divided into $150 million yields about 500,000 
tons. 
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Various on-going approaches to fertilizer promotion in districts 
having high potential but relatively low fertilizer use were 
discussed in earlier, background comments. Unfortunately, 
relatively little evaluation of the myriad of promotional pro­
grams has taken place. Given that various states, smaller 
localities and manufacturers now have several years of experirnce with 
such programs, it would be desirable that detailed evaluation and 
monitoring of selected projects were undertaken. The report of the 
Sub-Working Group on Fertilizer recognizes the need for synthesizing 
knowledge about promotional activities and suggests that dn Indian 
institution might be asked to monitor the programs more closely with 
a view to assessing both the necessary structural conditions for 
accelerated consumption and the promotional techniques that have thus 
far proved to be most effective. Any such study should pay particular 
attention to the extent to which small farmers have participated in 
the various promotional schemes. 

During consultations with Indian officials concerning various aspects 
of both the distribution system and fertilizer promotion, USAID has 
indicated that it would be prepared, if asked, to provide funds for 
such evaluations. 

III. Project Analysis 

As described earl ier, the "project" is the importation of 
fertilizer and other measures by the GOI to maintain accelerated fertilizer 
use by farmers. Economic and financial analysis of the project is there­
fore an analysis of the costs and return from the use of fertilizer under 
appropriate sets of assumptions. 

A. Economic Analysis 

The computation of social or "economic" profitability requires, 
like all such calculations, that costs be subtracted from gross revenues. 
Unlike estimates of private or financial gain, however. social accounting 
necessitates the use of international prices that reflect the opportunity 
cost of other opportunities for the economy. For domestic resources 
that have no international markets, i.e., land, labor, and capital, the 
opportunity cost ("shadow prices") of the resources in alternative domestic 
production must be used. 

The calculation of economic benefit-cost ratios for the use of 
fertilizer shown in Tables 7 and 8 are approximations of this procedure. 
Outputs (wheat and rice) have been valued at international prices; similarly, 
fertilizer has been valued at its border or c & f price. These two figures, 
together with alternative assumptions about the appropriate fertilizer response 
coefficient, have been used to develop the results shown.l! 

1/ Fertilizer response coefficients are based on experiments described in 
fable A. 38. Ratios of 10:1 are generally associated with reasonably well 
watered, irrigated areas and improved varieties while 6:1 would be more 
characteristi~ of rainfed regions. 



Year 

1972/73 

1973/74 

fa 
0 
N 

1974/75 

1975/76 

1976/77 

1977/78 

Table 7 

Border 

Economic Benefit Cost (B/C) Ratios of Fertilizer Used on !~heat Under 
Alternative Assumptions about Wheat-Nutrient Response Ratios 

Border , 
Price of Wheat Price of As sumEtion I As sum.Etion .1 AssumEtion ill 

($/MT)!!/ Ferti1ize~/ Response Response Response 
($/MT)- Ratio B/C Ratio B/C Ratio B/C 

127.58 169.64 10:1 7.5 8:1 6.0 6:1 4.5 

159.50 229.73 10:1 6.9 8:1 5.5 6:1 4.2 

195.58 654.29 10:1 3.0 8:1 2.4 6:1 1.8 

188.07 709.85 10:1 2.6 8:1 2. 1 6:1 1.6 

169.05 349.12 10:1 4.8 8:1 3.9 6:1 2.9 

(169.05) 383.59 10:1 4.4 8:1 3.5 6:1 2.6 

:!:o/ Source: FAO Trade Yearbook, Rom.e, assorted years 

b/ Source: Fertilizer Statistics" 1977-78, the Fertilizer Association of India, New Delhi, 1978 
Costs are based on urea. 



Table 8 Economic Benefit-Cost (SIC) Ratio of Fertilizer Used :on .Rice Under 
Alternative AssuInptions about Rice - Nutrient Response Ratios. 

Border Border 
Price of Price of As sUInEtion I ASsIDnEtion II AssIDnEtion ill 

Year Rice Fertili~7 Response Response Response 
($/MT~/ ($/MT)- Ratio B/C Ratio B/C Ratio B/C 

1972/73 297.74 169.64 10:1 17.6 8:1 14.0 6:1 10.5 

1973/74 362.20 229.35 10:1 15.8 8:1 12.6 6:1 9.5 

~ 
0 
N 1974/75 Z82.65 654.29 10:1 4.3 8:1 3.5 6:1 2.6 

1975/76 272.50 709.85 10:1 3.8 8:1 3.1 6:1 2.3 

1976/77 370.34 349.12 10:1 10.6 8:1 .8. 5 6:1 6.4 

1977/78 (370.34) 383.59 10:1 9.6 8:1 7.7 6:1 5.8 

~/ Source: FAO Trade Yearbook, ROIne, Assorted years 

b/ Source: Fertilizer Statistics1 1977 -78, The Fertilizer As sociation of India, New Delhi, 
1978. Costs based on urea. 
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Basing judgements about the economic desirablity of the pro­
ject on this type of analyses requires several simplifying assumptions. 
For example. it is assumed that subtracting the opportunity cost of 
capital tied up in fertilizer for a 6 month period would not substantially 
affect the profitabil ity conclusion. The same assumption is made with 
regard to labor, i.e .• including the cost of additional labor required 
to transport and distribute the fertilizer (plus any labor needed to 
harvest the increased yield), would leave the basic finding unchanged. 

The computations shown for wheat and rice clearly establish 
the economic viability of the "project", ~.e., the use of fertilizer. with 
BIC ratios ranging from 9.6 to 2.6 depcr.Jing on the crop and the assumed 
fertilizer response coefficients. Even in "bad" years and under 
pessimistic assumptions about response coefficients, costs would have to 
increase by 50-60 percent before questions about the economic desirability 
of the project would occur. 

Farm management studies conducted in several districts of 
India, after the high yield varieties were introduced, generally support 
this conclusion. Results of three of these studies relating to rice and 
HYV wheat varieties in three states are summarized in Appendix B. 

B. Financial Analysis and Financial Plan 

The evidence of ecunomic soundness in using fertilizer is, as 
it should be, consistent with results obtained in neighboring countries 
where similar production technology is used. However, financial viability 
is not a matter of production technology and international prices but of 
technology and domestic price policy. Consequently, each individual 
country situation must be investigated separately to ensure that the 
private rate of return needed for implementation of the prJject will be 
realized. 

In the brief analysis of agricultural sector policy presented 
earlier it was noted that incentives to farmer investment had been 
strengthened by a series of upward adjustments in the procurement price 
of foodgrains. Further, efforts have been made to make fertilizer invest­
ments attractive by offering certain subsidies and by removing or 
reducing certain taxes. The general results of these moves can be seen 
by comparing fertilizer-paddy and fertilizer-wheat price ratios over the 
last decade (Figure 6). These estimates show that the price relationships 
obtained in 1977/78 and 1978/79 are roughly those of the (favorable) 
period prior to the commodity crisis of the mid-70 l s (Table A. 27-29). 

The benefit-cost ratios at market prices shown in Tables ~ and 
10 are again based on certain simplifying assumptions. As in the case of 
the economic analysis, these involve no charges for capital tied up in 
fertilizer or for additional labor associated with fertilizer use. 

Simplification of the calculations made in the financial 
analysis is somewhat more ambiguous than was the case in the economic 
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Figure 6. FERTILIZER-GRAIN PRICE RATIOS 
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~able 9 Financial Benefit- Coat RCitioa for Nitrogf!n Fertilizer U.cd on 'Vw'heat Under 
Alt,~rnative Assun:p~ions about 'Wheat- Nutrient Reapona(" CoefCict~nt •• 

Year 

1973/74 

1974/75 

1975/76 

1976/77 

1977/73 

1978/79 

----------- ---------- --- ---- ---- - --- -_. - - --------
Procurement 
Price of 
""'bea t !l 
(Re./WT) 

760 

1050 

1050 

1100 

llZ5 

llZ5 

Retail 
Price of 
Nitrogen a/ 
(Ra. /MT)-

2Z00 

4350 

4020 

3590 

3370 

3370 

: A.aurnption I Aaaumption II ! A.aumption In 
----- -- -- -.- ---- - --- _L___ __. 

: Reaponae Reaponae 
Ratio B/e B/C Ratio B/C 

10: 1 

10:1 

to: 1 

10: 1 

10: 1 

• t'\ _ • _ L.I .. _ 

, '1'--- ------- ------- --. - --- -_ .. 
3. 3 8: 1 2.7 0:1 2.0 

I 

------~. -------- ~-

2.4 8:1 1.9 f:: I I A 

--- ----- - - -. -
2. b 8:1 ., I (,: I I.e 

3. I 8: I 2. 5 , 6: 1 1.6 

3. I 8: 1 2..7 L:I Z.O 

~---. ------ -- ---- --- .. ---
3. 3 8:1' 2.7 t,: I 2.0 

----------- --- -.- -------- - .- -

!l Source: Fertilizer Stati.Uc •. 1977-78, Fertllber A.aoci3tion of India. N~'w Delhi. 197P. 
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Tabl.: 10 rinancl.:::.!. Bencfi'-Cost I~atio6 of i'n'-o~"n Ff:r~ni%eT U.ed on Rice Under 
.Al::.:rna~ivc Aasur •. ptions .iJout Ric(~ - Fer~ili~~r Rcspons~ Coefficients. 

------_._-------------------_.------ -------------- -------- ---
Year 

1973/74 

Procurement 
Price or 

i Rice .. I 

~ (Ra. /MT) '!J 
I 

1076 

R·~tnil Price 
Of 

Nitrogen <!1 
(R •• /MT) 

AS8Ur."lption ! I Assumption II 
: ____________ .1 _____ . 

Response iRe.pense 
Ratio B/C! Ratio DIe 

I ----0----_. __ . ---~-------

2.2.80 10:1 4. 7 8: 1 3. [-; 

l'.ssurr.ption III 

Re.ponse 
· Ratio B/C 

! 
. --- - - -- - - .. - -----

· t·l 2.. p. 

------------------------~-------- --- ---- -- --.--- - ---- --. - ----
1'174/75 1138 4350 10: 1 2. t· 8: 1 - ?. 1 , 1 · '-: 

-------------------------._--
19;5/76 1138 402.0 10: 1 2.8 6:1 Z. 3 {,: 1 1.7 

.-------
1976/77 1138 351')0 10: 1 3. 2 s: 1 Z_ 5 .:.: 1 1.9 

----.--.--~- - --- - ------- -- - ---- -- - -----
1977/78 1184 3370 10: 1 3. :. 8: 1 '_. : I ~. 1 

---- ---------
1978/79 1307 3370 10: 1 3. 9 s: 1 3.-1 2. 3 

---------------------------------- -- ----- -_._-_. __ ._--_. 

!l Source: Fertilizer Statistics. 1977/78. Fcrti.liz~r Associatio;: of India_ N'w Ddhi 1976 

One ton of paddy tak.'n to yield ~'. (;3 tons 01 mit: d ric, • 
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analysis. For example. from the per~pective of private decisions. labor 
costs may be either higher or lower than values that would be assigned in 
the economic ~nalysis. The small farmer may not have. or wish to partake 
of. opportunities for off-farm employment. Consequently. he may value 
his own (family) labor at less than a positive social value that assumes 
at least some degree of labor mobility. Medium and large scale farmers 
who hire labor. on the other hand. may well pay institutionally determined 
wages that are in excess of labor's economic value. 

It is equally difficult to generalize about appropriate capital 
costs. Small farmers. at least those who do not have access to institu­
tional credit through the cooperatives, may be paying interest rates well 
in excess of the generally accepted cost of capital in the economy at 
large. Farmers who do have access to institutional credit, on the other 
hand, may be benefitting from an almost u~iversal tendency to subsidize 
rural credit. 

It would be ',ell beyond the scope of this paper to attempt a 
catalogue of the different types of situations in which decisions about 
fertilizer use are being made. Indeed, the sensitivity test on response 
ratios suggests that such efforts would add little to the question 
of whether fertilizer is currently a profitable investment for farmers. 
The B/C ratios appear to be so robust that even the most pessimistic 
assumptions yield significant returns to private investment. In wheat, 
for example, even when one assumes response ratios that might be typical 
of the agriculturally less favorable dryland areas, the benefit/cost 
ratios imply an annual rate of return of 100 percent on capital invested 
for 6 months. If 25 percent were added to the cost of fertilizer to 
simulate additional capital and labor co~ts, the benefit/cost ratio 
would, under the same assumption of unfavorable response ratios, equal 1.6. 

Table 9 also shows, however, that these rates of return are 
relatively recent.- The rapid escalation of fertilizer prices in the mid-
70's produced prices received-prices paid ratios that must have underminded 
the commitment of a good many farmers to the HYV technology. Not only 
were price ratios unfavorable, but poor weather conditions undoubtedly had 
an adverse impact on response ratios. Thus, for example, if costs of 
capital and labor were included, cultivators managing no better than 6:1 
response ratio in 1974/75 might have thought twice about continued nitrogen 
applications (adding 25 percent to the cost gjve~ BIC ratio of roughly 1.2). 

Current price relationships have, as noted above, benefitted 
from improvements in both product and input price. (At this writing the 
GOI has added another Rs. 25 per MT to the wheat procurement price of Rs. 
1125.) The government appears to be committed to maintaining these levels 
and, especially after the 1974/75 experience, to balance the need of 
maintaining agricultural profitability against the understandable desire 
to provide low cost foodgrains to consumers. 

Table 11 provides the financial plan data. Since the 
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predominant financial element is the import of fertilizers, the finan­
cial plan is presented in these terms. The Indian fertilizer import 
bill over the three years of project life is estimated at SUS 1.6 billion 
The AID input is expected to be $150 million or about 10 percent. 

The analyses of fertilizer promotion and distribution are ex­
pected to be designed and implemented by GOI. The USAID will request 
grant funding if the GOI believes external resources are required and so 
requests. 

Table 11. Summary Cost Estimate and Financial Plan 

(u.S. $ 000) 

Use of Funds AID GOI Others 

Procurement of 
Fertilizers and 
Shipping $150,000 $1,450,000 ** 
Analyses of Ferti-
lizer Promotion and 
Distribution * * 

* A cost estimate is not possible at this time. 

** The GO! received over the past five years, annual grants from the 
Governmpnt of Norway fer fertilizer imports averaging about $6 million. 
In addition, the GOI has received a number of small grants from various 
countries, through the FAO, for fertilizer ~n~crts. An approximately 
$60 million grant from the U.K. is in final stages of negotiations. 
The uncertainty surrounding what donors may offer, and the GOI way 
accept, make it impossible to quantify the contribution of other donors. 

C. Social Analysis 

Economic and financial analyses establish the efficiency with 
which a project uses social resources and the adequacy of the incentives 
required to ensure its implementation. However, as is well known, a pro­
jert may have equity effects which are judged to be more (or less) desir­
able. The particular concern of both AID and the GOI that poverty be 
eliminated and that the welfare of the weaker elements of the community 
be improved, underscores the need to examine as carefully as possible the 
projected beneficiaries and to apply wei9hts to the economic analysis that 
reflect these goals. 
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Previous observations about the fertilizer subsector have 
indicated that ~here are basically three kinds of use situations at 
present. First. there are the 50-60 d1stricts that currently use over 
half the fertilizer and generate the major portion of the country's 
marketed surplus ~1 foodgrains. (See Figure 1.) Perhaps most important 
in aggregate terms here are the benefits accruing to low income groups 
as a result of the downward pressure of food prices. Indeed, as Hayami 
and Herdt have shown. if it can be assumed that small and marginal 
farmers tend to retain a substantial portion of foodgrains for their own 
consumption, then the effects of technological changes actually 
impr'ove income distribution through the workings of food market. 1/ 
The mechanism is simple: price declines resulting from increased 
supplies will hurt only those who operate farms that produce a market 
surplus. The remaining members of society either benefit because they 
are consumers or because they are basically self-sufficient and are 
thus unaffected by commodity price drops. 

A second reason for assigning a positive weight to the 
equity effects of the fertilizer rlistribution program in the heavy 
use areas has two d:mensions. As previously introduced evidence in­
dicates, under broadly prevalent conditions, fertilizer's divisibility, 
ease of application and high profitability have insured participation by 
small as well as large farmers. In addition, unlike pumps, motors, 
threshers, and tractors, there are no economies of scale that ultimately 
lead to efforts by medium and large farmers to bring additional land under 
cultivation, thereby producing changes in the pattern of ownership 
that would affect small holders adversely. Nor are these aspects of 
the technology that drastically reduce the costs of managing labor leading 
to tenant displacem~nt--as may be the case with mechanical inputs. 

A second type of use situation alluded to earlier consists 
of backward or "lagging" regions that appear to have the potential for 
higher levels of productivity in terms of agroclimatic conditions, but 
which, for various reasons, have not realized that potential. These 
are the districts the GOI is including in the IFPC. (See Figure 2.) 
By implication these are areas containing relatively poor farmers. so 
successful efforts to increase the number of supply points and undertake 
promotional activities should reduce regional income disparities. If 
the pt'ograms succeeded in expanding fertilizer use, small farmers would 
be expected to benefit in absolute t€rms in the same way they have 
benefitted in the heavy use areas. 

The third type of use situation involves some 200 districts 
that, for a variety of reasons, do not have conditions in which fertilizer 
promotion activities alone will work. Many are in mountainous, drought­
~~one or flood-prone areas where agriculture is marginal at best. 

1/ Y. Hayami & W. Herdt, "Market Price Effects (If Technological Changes on 
Income Distribution in Semi-subsistance Agriculture," American Journal 
of Agricultural Economics, 59-2, 1977. 
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A number of special programs, e.g., the Tribal Development Program, the 
Drought Prone Area Program, and the activities of the Small Farmer 
Development Agency, have been initiated to improve the level of economic 
activity in such regions. But the emphasis is on the implementation of 
an entire development package including irrigation or watershed manage­
ment, rural electrification, and schools. Fertilizer is ultimately a 
part of that package but sales from the areas will not, for many 
years to come, playa major role in broadening base consumption. Con­
sequently, neither the benefits of growth nor improvements in income 
distribution can be expected of a project in this situation. 

To summarize, the major equity benefits will come from 
(1) downward pressure on the price of foodgrains resulting from increased 
marketed surplus, (2) increases in the absolute incomes of small farmer~ 
in the heavy use areas and in the heretofore lagging districts, and (3) 
a more equitable distribution of income between some of the advanced and 
more backward parts of the country. 

D. The Role of Women 

Given that a large percentage of Indian women who ~ork are 
in agriculture, farm situations are, of course, prime candidates for 
generating changes in the roles of women. The myriad of cultures and 
classes that occupy the countryside make it difficult, however, to 
generalize about the impact on women of the expanded use of fertilizer. 
It is known, for example, that in some of the medium-size holding, 
Muslim agricultural households in the Punjab, increasing affluence has 
meant that the women of the household cease to work at menial labor and 
retreat into the "purdah" traditionally reserved for the wealthier 
families. On the other hand. the increased productivity of women in 
the dairying industry that has developed in Gujarat has brought them 
into the cooperatives and in turn, prompted more visible participation 
in the economic and political life of the community. One would also 
expect that employment opportunities for the casual labor used at the 
time of harvesting or picking might increase with expanded fertilizer 
use. Since women typically participate more than proportionately in 
such activities, there would be some grounds for believing that trickle 
down effects might be greater for them than for landless laborers as a 
whole. 

What can be said safely is that the project is neutral in 
its impact on women both in terms of increasing their participation in 
the labor force and in increasing their incomes. Given the project's 
overall objective of sustaining the momentum of increased fertilizer 
consumption, it is neither possible nor appropriate to design it in 
such a way that special emphasis is placed on women. To the extent 
that the level of living of the entire beneficiary family is enhanced 
through increased agricultural production resulting from fertilizer 
use, it is judged that this project has an equal impact on both men and 
women. 
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E. Environmental Impact 

The AID contribution to the project will add marginally 
to the total fertilizer available for distribution in India. The use 
of fertilizer at the levels common in India (25 kg. of nutrients per ha.) 
cannot have significant environmental consequences, either beneficial or 
detrimental. 

Fertilizer use increases plant growth and may add more 
organic matter to soils - a beneficial effect. Heav.Y use of fertilizer 
in areas of excessive runoff may add chemicals to rivp.rs and streams. 
This may increase growth of noxious aquatic weeds which may add to the 
maintenance costs of irrigation systems. 

Overall, there is not expected to be significant impact on the 
physical and human enviromlent. The Asia Bureau has accepted the USAID 
recommendation of a negative determination regarding the environmental 
impact of the project. (See Appendix F, PID approval cable.) 

IV. Project Implementation 

A. General Implementation 

The Ministry of Agriculture and Irrigation (MOAT) has been assigned pro­
ject implementation responsibilities by the Gal. Within the MOAI, the 
Department of Agriculture (DOA) has the lead role in coordinating the 
various actions (and actors) involved. The basic management vehicle is 
an inter-departmental committee of Government, chaired by the DOA, 
and including representation frolll all concerned agencies of government. 

In highly abbreviated form, the process is as follows: 

1. Lonfj terlll es t ir.la tes of fert i 1 i zer requ i rernents are made by the DOA. 

2. Short-terni ir:lport requirements are made annually, or as necessary, 
by a committee of Government taking into account seasonal agricultural 
requirements, domestic fertilizer production, inventories, the import 
pipeline, and other factors. 

3. For imports. the procut'ement responsibility has been given to the 
Minerals and Metals Trading Corporation (MMTC), a Government Corpor­
ation. 

4. Handling and distribution of imported materials from port to final 
destination is the responsibility of the Food Corporation of India (Fel) 
and certain other agencies entrusted by the Gal. Potassic materials are 
handled by Indian Potash Limited. Handling rates are fixed by the Gal. 
Distribution to local areas is handled by these entities through State 
Governments, institutions such as Cooperatives and State Agro-Industries 
Corporations, and the private trade. (See Appendix J on operation of 
the Centra' Fertilizer Pool.) 
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B. Administrative Capacity 

During the past three years, fertilizer imports have increased by roughly 
two million tons. The capacity of the Gal, through the procedures out­
lined above, to monitor its fertilizer distribution system and to keep 
the supply channels full of fertilizer has been amply demonstrated. This 
basic monitoring and management system, as adjusted from time to time by the 
GOI, will be operational during the life of the project. 

C. Procurement Procedures 

1. Types of Fertilizer to be Procured 

Historically, the Gal has imported a wide range of materials (Table A-24). 
More recently, it has concentrated on diammonium phosphate (DAP), Urea, 
and muriate of potash. The U.S. has been a major supplier of all of these 
materials except muriate of potash (Tablp A-?~). 

2. Source and Origin of Fertilizers 

The Gal requests waiver to Geographic Code 941 countries for fertilizer pro­
curement, in particular, South Korea, Taiwan, and Indonesia. The rationale 
is two-fold: to broaden the base of supply and to reduce the landed cost of 
fertilizer in India due to lower freight costs from suppliers closer to 
India. 

3. Method of Financing 

The Project Agreement will authorize any of the three typical arrangements 
utilized by AID for financing fertilizer imports: 

a. Letter of Commitment. 
b. direct reimbursement, and 
c. direct payment by AID. 

Normally, the Gal would prefer direct payment by AID to the suppliers. 
However, the GOI has registered concern over the long timespan from IFB 
(Invitation for Bids) to initiation of actual shipments. (See Para 5 below.) 
The long timespan and the highly public nature of AID financial procurement 
are anticipated by the GOI to impact unfavorably on its market position 
with regard to non-AID financed imports from the U.S. and other countries. 

This concern may lead the GOl to utilize direct reimLursement if this 
procedure will mitigate such problems. Another option may be to confine 
AID financed procurement to those materials not continuously under procure­
ment by the Gal, e.g., ammonium sulphate. 

4. Invitations for Bids (IFB) 

The Gal is reviewing a basic lFB acceptable to AID/Washington. AID/W 
approval of the GOI basis lFB, including GOI materials specifications, will 
be required prior to initial disbursement of funds. 



- 28 -

5. Procurement Process 

The procurement process, in general, will be handled by MMTC from New 
Delhi. MMTC will issue IFB's after AID/W approval, either from New 
Delhi or from the Indian Embassy in Washington. Bids by suppliers wi~l 
be communicated to New Delhi. AID/W will be informed of bid information 
either directly by suppliers ot' by USAID/New Delhi. 

MMTC and AID/W will evaluate offers. MMTC will telex (or may provide 
information to USAID for cable transmission to AID/N) of proposed awards 
to AID/W for approval. AID/W approves awards and advises MMTC by telex 
(or cables through USAID). MMTC will then issue Notices of Awards from 
New Delhi. The Gal (MMTC or Ministry of Finance) then requests issuance 
of a Letter of commitment (L/Comm.) by AID by telex (or through USAID). 
The L/Comm. is issued by AID and accepted by suppliers. 

The timespan for executing the above procedure was estimated by AID 
(SER/COM) staff to be approximately 80 days assuming use of mails between 
the U.S. and New Delhi. (See Appendix D for details of this process.) 
MMTC proposes to shorten this process to the maximum extent possible by 
use of telex and generally expediting the whole process. 

The time lapse from bid opening through issuance and acceptance of the 
L/Comm. was estimated at 45 days. From bid opening through issuance 
of awards there would be about 18 days, which is the period suppliers 
would have to keep their bids valid. The first shipping period of 
suppliers could begin aoproximately two weeks after acceptance of the 
L/Comm. 

This process is for procurement of fertilizer Gnly. Freight would be 
separately arranged. Discussions with MMTC have indicated a preference 
to solicit offers on the basis of both FOB and CIF. Evaluatio~ of such 
offers would be complicated by the requirement to apply Car90 Preference, 
which could lengthen the process. 

Actual procurement under the project may vary from transaction to 
transaction depending on market conditions and other factors. Details 
will be provided in Implementation Letters. 

D. AID Implementation 

1. Project Monitorinq by USAID 

The preference of the Gal and USAID is for the maximum degree of direct 
contact between AID/Wand MMTC in the implementation of the fertilizer 
import program, since the critical approvals regarding fertilizer imports 
are reserved to AID/W. USAID will function as an intermediary, to the 
extent necessary, in the import program. 
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USAID will monitor progress of the import program and other aspects of 
the project being executed by the Gal through regularlY scheduled 
meetings with the Department of Agriculture and other agencies respon­
sible for project implementation. 

2. Project Implementation Schedule 

The steps in implementation of the Fertilizer Promotion Project are as 
follows: 

Sept '79 GOI/USAID sign Agreement 

Oct. '79 CP's met 

Nov. '79 Procurement initiated at times suited to the Gal's 
overall fertilizer import program, consistent with 
AID rules and regulations. 

June '83 Project Activity Completion Date 

E. Project Evaluation 

An evaluation program will be established by the Gal. The essential 
elements of this program include a routine annual evaluation of progress 
toward attainment of the project's purposes. The kinds of data required 
for the evaluation will be agreed upon by USAID and the Gal. The 
evaluation will be arranged by the Gal. A steering committee in the MOA, 
in which USAID will be represented, will guide the evaluation work. 

Special problems in connection with the varied fertilizer promotion efforts 
and with the fertilizer distribution program - pa~ticularly as it functions 
in interior-areas - have been identified as subjects for possible analysis 
by the Gal. USAID has agreed to consider providing assistance to these 
two evaluation studies if desired by the Gal. 

A detailed benchmark of the fertilizer demand situation in India is pro­
vided by the NCAER study commissioned by the Department of Agriculture. 
Detailed information is available on fertilizer use by small and marginal 
farmers. And it may be desirable in the latter stages of the project to 
resurvey some of the. farmers sampled in the NCAER study to determine 
progress in fertilizer use by small and marginal farmers during the life 
of the project. 

F. Negotiating Status, Conditions and Covenants 

1. Suggested conditions precedent to initial disbursement. 

a. Legal opinion as to the binding character of the 
Project Agreement. 
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b. Designation of authorized representative of the GOI. 

2. Other conditions that are in final stages of negotiation are 
expected to be agreed to prior to signing of the agreement. 
If not agreed to by that time they will become conditions 
precedent to initial disbursement: 

a. Fertilizer specifications approved by AID. 

b. An invitation for bid format and basic content 
approved by AID. 

c. Charter Party format approved by AID. 
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A-I 

India: ImEortant Socioeconomic Characteristics 

Variable Unit Year Q.,lantity 

1. Area million 1971 3. 3 
sq. km 

2. Population millions 1971 548.0 
3. Population density number 1971 177.0 
4. Rate of population growth % 1961 - 71 2.2 
5. Urban population % 1971 19.9 
6. Rural population % 1971 80.1 
7. Literacy % 1971 29.5 
8. Working population millions 1971 180.4 
9. Ratio of working to total 

population % 1971 32. 9 
10. Proportion of working popu-

lation engaged in agriculture % 1971 69.7 
11. Net national product (at current Rs. 

prices) billion 1976 - 77 665.6 
12. Per capita income (at current 

prices) U. S. $ 1976 - 77 135. 1 
13. Rate of growth of NNP (at 

1960-61 prices) % 1961 - 74 3. 3 
14, . Rate of growth of per capita 

NNP (at 1960-61 prices) % 1961 - 74 1.1 

15. Proportion of NDP originating 
in agriculture % 1976 - 77 44.2 

16. Proportion of NDP originating 
in manufacturing, construc-
tion and utilitie s % 1976 - 77 22.3 
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A-Z 

India: Salient Features of Indian Agriculture 

Variable 

1. Net area sown 

Z. Total cropped area 
3. Net irrigated area 
4. Gross irrigated area 
5. Ratio of net area sown to 

total gp.ographica1 area 
6. Cropping intensity 
7. Ratio of net irrigated area 

to net area sown 
8. Ratio of gross irrigated 

area to total cropped area 
8a. Proportion of total crcpped 

area devoted to foodgrains 
9. Foodgrains output 

10. Rate of growth of food­
grains output 

11. Rate of growth of agricu1-
tur a1 output 

1Z. Consumption of fertilizers 
(per hectare) 

N 
PZ05 
KZO 
NPK 

Unit 

m. 
hectares 

II 

II 

II 

0/0 
m.tons 
0/0 

kgs 

13. Area under high- m. 
yielding varieties hectare 

14. Ratio of area under HYV s 
to total cropped area 0/0 

15. Villages electrified 0/0 
16. Gini index of land con-

centration no. 

Year 

1975-76 
II 

II 

II 

II 

11 

II 

II 

1973-74 
1977-78 
1949-50-
1977-78 

1950-75 

1977-78 
II 

II 

II 

1977-78 

1977-78 
1976 

1970-71 

Quantity 

14Z.24 
171.16 

34.45 
4Z.94 

46.77 
1Z0.33 

Z4.ZZ 

Z5.09 

75.30 
1Z5.6 

Z.8 

3. 1 

17. 0) 
5. 0) 
3. 0) 

Z5. 0) 

38.00 

ZZ. 00 
31. 50 

0.6Z 

Source: Compiled from data in (i) Fertilizer Statistics, 1977-78; 
(ii) Agricultural Census, 1970-71; (iii) India - AReference 
Annual, 1976. 
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A-3 

Index Numbers of Agricultural Production 
(Base: Triennium ending 1969-70 = 100) 

Year Foodgrains Non- Foodgrains All Cr_~ 

1960-61 86. 1 88.1 86.7 

1965-66 75. 8 91. 3 80.8 

1970-71 112.9 108.7 111.5 

1971-72 111. 4 110.9 111.2 

1972-73 102. 3- 102.2 102. 3 

1973-74 110.3 117.0 112.4 

1974-75 104.3 118. 3 108. 8 

1975-76 127.2 121. 3 125. 3 

1976-77 115.7 118.2 116.5 

1977-78 132.8 132.6 132. 7 

Source: Economic Survey, Government of India, 1978-79 
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A-4 

India: Production of Foodgrains 
( 1950 - 51 to 1977 - 7 8 ) 

~million tons} 
Year Cereals Pulses Total 

1950-51 45.81 9.20 55.01 
1951-52 43.58 8.42 52.00 
1952-53 50. 01 9. 19 59.20 
1953-54 59.20 10.62 69. 82 
1954-55 57.09 10.95 68. 04 
1955-56 55.81 11. 05 66.85 
1956-57 58.30 11. 55 69.86 
1957-58 54.75 9. 56 64. 31 
1958-59 63.99 13. 15 77. 14 
1959-60 64.88 11.78 76.67 
1960-61 69. 31 12.70 82.02 
1961-62 70.95 11. 76 82.71 
1962-63 68.62 11. 53 80. 15 
1963-64 70.51 10.07 80.64 
1964-65 76.94 12.42 89. 36 
1965-66 62.40 9.94 72. 35 
1966-(7 65. 88 8.35 74.23 
1967-68 82.95 12. 10 95.05 
1968-69 83.60 10.42 94. 01 
1969-70 87.81 11. 69 99. 50 
1970-71 96.60 11. 82 108.42 
1971-72 94.07 11. 09 105. 17 
1972-73 87. 12 9.91 97.02 
1973-74 94.66 10.01 104.66 
1974-75 90.67 10.40 101. 06 
1975-76 107.69 13. 14 121. 03 
1976-77 100. 36 11.21 111. 57 
1977-78 113. 80 11. 80 125.60 

Source: Fertilizer Statistics, The Fertilizer Association of 
India, New Delhi, 1976. 
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A-5 

India: Size Distribution of Agricultural Ho1din!~ 
(1970 - 71) 

Size of Holdings 
(Hectares) 

Less than 1 
1. 0 - 2.0 
2. 0 - 4. 0 
4. 0 - 10.0 
10 and above 

All Groups 

Gini index of size 

Holdings 
NUITlber 

(000) 

35,682 
13,432 
10,681 
7,932 
2,766 

70,493 

Percentage 

50.6 
19.0 
15.2 
11.3 
3.9 

100.0 

Distribution of Operational Holdings 

Operated Area 
Hectare Percentage 
(000) 

14,545 9.0 
19,282 11. 9 
29,999 18.5 
48,234 29.7 
50,064 30.9 

162. 124a / 100.0 

a/ Net area sown was 135.8 Inillion hectares in 1970-71. 

Source: Agricultural Census, 1970-71 

Average Size 
of Holding 
(Hectares) 

0.4 
1.4 
2. 8 
6. 1 

18. 1 

2.3 

.617 
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A-6 

India: Cropping Intensity and Irrigation by Size of Holding, 1970-71 

Size of Holding Cropping ~ Tubewell rJ 
I . t' bl (Hectares) Intensity rnga lon- Irrigation 

Less than 1 130.2 33.8 15.~ 

1. 0 - 2. 0 122.3 27.9 15.7 

2. 0 - 4. 0 119.4 25.2 17. 5 

4.0-10.0 114.2 20.4 18.4 

10. 0 and above 109.4 13. 0 14.5 

All Groups 116.4 21.4 16.6 

~ Total cropped area as o/c of net area sown. 

~ Net irrigated area as % of net area sown. 

£I Area irrigated by tubewells 3.S % of total irrigated area. 

Source: Calculated from the data available in All India 
Report on Agricultural Census, 1970-71. 
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Gross Value of Output 
per Hectare (Rs. in 
all India prices) 

1. 2500 - 2799 

2. 2000 - 2499 

3. 1500 - 1999 

4. 1000 - 1499 

5. 500 - 999 

6. 54 - 499 

A-7 

Levels of Agricultural DevelopITlent in India 
at the District Level for the TrienniuITl 

1970- 71 to 1972 - 73 

CUITlula ti ve Percentage of Total 
Gross 

Cropped Aggregate ConsuITlption Use of PuITlpsets 
Area Output of NPK Tractors Installed 

0.70 1. 83 2.37 5.39 0.83 

3.04 7. 18 10.60 12.89 7. 82 

14.48 27.84 38.93 46.81 40. 68 

40.30 59.46 67.24 69.90 63.40 

83.96 94.20 93.79 95.88 91. 56 

100. 00 100.00 100.00 100.00 100. 00 

Source: Planning COITlITlission, Fifth Five Year Plan, 1974-79, p. 7. 

No. of 
Gross Districts 
IrrigatLd in India 

2.22 1. 06 

8.27 3. 56 

34.08 17.73 

64.25 42.91 

95.75 87.94 

100. 00 100.00 
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Annual COITlpound 
Growth Rate of Gross 
Gross Value of Cropped 
Output (%) * Area 

1. 11.00 - 11. 35 0.62 

2. 9.00 - 10.99 1. 38 

3. 7.00 - 8.99 7.93 

4. 5.00 - 7.99 13.89 

5. 3.00 - 4.99 29.60 

6. 1.00 - 2. 99 60. 58 

7. 0.00 - O. 99 73.09 

8. Negative 100.00 

A-8 

Growth of Agricultural Output in India 
at the District Level Between the TrienniuITls 

1962-63/64-65 to 1970-71/72-73 

CUITlulative Percentages in Total in 1970-71/1972-73 
Gross 

Aggregate ConsuITlption Use of PuITlpsets Irrigated 
Output of NPK Tractors Installed Area 

o. 15 O. 02 0.84 0.08 O. 09 

0.98 1. 22 2. 89 1. 26 1. 19 

9.97 14. 13 32.47 12.47 16.28 

17.03 20. 81 46.46 20. 13 24.37 

36. 13 38.99 67. 72 34.68 45.53 

67.75 66.24 83.74 66.63 71. 90 

80.98 81. 92 90.74 80.69 83.81 

100.00 100.00 100. 00 100.00 100.00 

No. of 
Districts 
in India 

O. 36 

1. 42 

6.38 

12.41 

29.08 

62.41 

75. 18 

100.00 

* Growth rates have been cOITlputed by valuing output in 1962-63 to 1964-65 and 1970-71 to 1972-73, at 
average all India prices for each crop for the trienniuITl 1970-71 to 1972-73. 

Source: Planning COITlITlission, Fifth Five Year Plan 1974-79, p. 7. 
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A-9 

India: Fertilizer Sector - ImEortant Indicators 

Nutrients 
Total 

Variable Unit Year N P 20 5 K20 NPK 

I , 

A. 
I 

Consum:etionz i 
Production ! 
and Im:eorts 

; , 

(i) Cons. 000 1977-78 2,913 867 506 4,286 
tons I 

(ii) Prod. " II 
12 ,037 670 2,707 

(iii) Imp. II II 758 164 599 1,521 
(iv) Share of 

nutrients 
in fert. 
cons. % II 68 20 12 100 

B. Rate of 
Growth 

(i) Cons. % 1952-53 16 23 22 18 
(ii ) Prod. " to 15 19 16 

(iii) Imp. " 1977-78 12 19~ 23 14 

C. Sixth Plan 
Targets 

(i) Cons. 000 1978-83 5,250 1,600 1,000 7,850 
tons 

(ii) Prod. II II j 4,100 1,250 5,350 
(iii) Imp. II I! I 1, 150 475 1,000 2,625 

D. Installed 
Ca:eacity 

(i) Public % Nov. '76 51 36 47 
(ii) Private II I 42 50 44 , 

(iii) Coop. I! I 7 14 9 , 
E. Ca:eacity I 

I Utilized % 1975-76 57 43 55 
I 

Source: Compiled from the data in Fertilizer Statistics, 1977-78 

~ Refers to 1963-64 to 1977-78 



- 43 -

A-lO 

India: Fertilizer Nutrient ConsumEtion ~OOO MT) 

* K20 Total N P20S 
Amt. ** 

Year Amt. % Amt. 0/0 Amt. % (N+P+K) 

1952-53 58 88.0 5 7. 0 3 5.0 66 
1953-54 89 85. 0 8 7. 9 8 7. 1 105 
195,!- 55 95 78.4 15 12.4 11 9.2 121 
1955-56 108 82.2 13 9. 9 10 7.9 131 
1956-57 123 80.0 16 10. 3 15 9.7 154 
1957-58 149 81. 1 22 11. 9 13 ".0 184 
1958-59 172 76.8 30 13.2 22 10. 0 224 
1959-60 229 75. 3 54 17.7 21 7.0 305 
1960-61 212 72.0 53 18. 1 29 9. 9 294 
1961-62 250 73.8 60 17.9 28 8.3 338 
1962-63 333 73.6 83 18.3 36 8. 1 452 
1963-64 377 69.3 116 21. 4 51 9. 3 544 
1964-65 555 71. 8 149 19.2 69 9. 0 773 
1965-66 575 73. 3 132 16. 9 77 9. 8 784 
1966-67 738 67.0 249 22.6 114 10.4 1100 
1967-68 1035 61. 4 446 26.5 204 12. 1 1685 
1968-69 1209 68. 6 382 21. 7 170 9. 7 1760 
1969-70 1356 68.4 416 21. 0 210 10.6 1982 
1970-71 1479 65.6 541 24.0 236 10.4 2256 
1971-72 1798 67.7 558 21. 0 300 11. 3 2656 
1972-73 1839 66.4 581 21. 0 348 12.6 2767 
1973-74 1829 64.4 650 22.9 360 12. 7 2838 
1974-75 1766 68.6 472 18. 3 336 13. 1 2573 
1975-76 2149 74. 3 467 16. 1 278 9.6 2893 
1976-77 2457 72. 0 635 18. 6 319 9.4 3411 
1977-78 2913 67.9 867 20.2 506 11. 8 4286 
1978-79 (Provisional) 5060 

':' Excludes data related to bonemea1 and rockphosphate 
':":' Total may not add due to rounding. 

Notes: 
1. From 1952-53 to 1960-61, distribution figures are treated as 

consumption. 
2. From 1961- 62 onwards, consumption figures have been taken 

from Indian Agriculture in Brief, Ministry of Agriculture & 
Irrigation, New Delhi 

3. 
Share (%) data are derived from the consumption figure 

Source: Fertilizer Statistics, 1977-78, FAl 
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2. 

3. 

4. 
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.::t" 

5. 

6. 

A-II 

India: Growth Rates>;' of Fertilizer 

Nitrogen 
Period N 

1952-53 to 1962-63 19. 1 

1962-63 to 1972-73 18.6 

1972-73 to 1977-78 7.9 

1975-76 to 1977-78 16.5 

1952-53 to 1977-78 16.3 

1977-78 to 1982-83** 12.7 

* Annual compound growth rates. 
** Projected growth rates 

Source: Fertilizer Statistics, FAI. 

Phosphate 
P205 

33.5 

21. 5 

6.9 

36.0 

22.5 

10.2 

Con s\Ul'lpti on 

Potash All Nutrients 
K20 N+P205+K20 

27. 1 21. 1 

25.3 17.7 

6. 5 7.5 

34.0 21.5 

21.5 17.5 

10. 9 12.0 



- 45 -

A-IZ 

India: Regional Consumption of Fertilizers, 1969-78 

'000 Tons 

Central East North South West All India 

1968-69 403 154 238 657 224 1675 

1969-70 554 199 233 745 260 1990 

1970-71 548 209 294 761 365 2177 

1971-72 667 263 384 881 426 2621 

1972-73 719 280 485 883 381 2748 

1973-74 684 273 471 905 477 2839 

1974-75 571 302 348 856 457 2573 

1975-76 675 321 430 1000 420 2894 

1976-77 971 379 530 960 496 3411 

1977-78 1136 421 664 1304 654 4286 

% change in 1977-
78 compared to 
1968-69 182 173 179 98 192 156 

Note: 1 ) Figures relate to April-March except 1975-76, 1976-77 
and 1977-78 where February-January reporting 1rear is used. 

2) From 1973-74 onward, fertilizer consumption of plantation 
crops is sepa rately reported as "Others". Hence, the row 
sum may not equal to All India consumption in the last column. 

3) All India may not add due t::> rounding. 

Source: Fertilizer Statistic s. Annual Publications. The FAI, 
New Delhi. 
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A-13 

Regional ConsumEtion of Fertilizers! 1969-78 
(Percentage Distribution) 

Central East North South West All India 

A. Fertilizer 
Consumption 

1968-69 24.0 9.2 14.2 39.2 13.4 100 

1969-70 27.8 10. a 11. 7 37.4 13. 1 100 

1970-71 25. 1 9.6 13. 5 35.0 16.8 100 

1971-72 25. 5 10. 1 14.6 33.6 16.2 100 

1972-73 26.2 10. 1 17.6 32.2 13.9 100 

1973-74 24.1 9.6 16.6 31. 9 16. 8 100 

1974-75 22.2 11. 7 13. 5 33. 3 17.8 100 

1975-76 23.3 11. 1 14.9 34.6 14. 5 100 

1976-77 28. 5 11. 1 15. 5 28. 1 14. 5 100 

1977-78 26.5 9.8 15. 5 30.4 15. 3 100 

B. CroEEed 
Area 

1. Net Culti-
Vated area 
1975-76 35.6 17. 1 6.4 20.9 19.7 100 

.. 2.. Net Irri-
gated area 
1975-76 35. a 20. a 15.0 22.0 9. a 100 

Sources: 1) Figures in A are calculated from data in Table A. 12. 

2) Figures in B are derived from data available in 
Fertilizer Statistics, 1977-78. 
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A-14 

India: Statewise Share of Gross Cropped Area and Fertilizer Consumption 

Percentage Share Percentage Share Kg/ha 
of Sta te to Total of State to total (N+K+P/ 
Gross Cropped fertilizer con- Gross 

State/ Zone Area sumption Cropped 
1973- 74 1977-78 Area 

Central 

Madhya Prade sh 12. 5 3. 7 7. 5 

Rajasthan 10.3 2.6 6. 6 

Uttar Pradesh 13.6 20. 1 36.9 

East 

Bihar 6.6 4.0 15.4 

Orissa 4. 5 1.5 8. 3 

W. Bengal 4.7 4.0 21. 6 

North 

Haryana 3.2 4.4 34.7 

Punjab 3. 7 10.6 72.4 

South 

Andhra Pradesh 7.6 12.2 40.3 

Karnataka 6. 5 6. 3 24. 1 
Kerala 1.7 1.8 26.3 
Tamil Nadu 4.2 9. 9 59.0 

West 

Gujarat 6.0 6.8 28. 5 
Maharashtra 11.5 8.4 18.3 

100.0 100.0 25.0 

Source: Fertilizer Statistics, FA! 



Range of Ferti-
liser Consumption 

(1000 tons) 

Less than 5 

5 - 10 

10 - 15 

15 - 20 

<Xl 
20 - 25 

q-

25 - 30 

30 - 50 

50 - 75 

75 & above 

Total 

* 

Source: 

A-IS 

India: Districtwise Fertilizer ConsumEtion, 1977-78 

Total % Share % Cumulative Average 
No. of % Fertilizer in all India Share in all Consumption 

Districts Districts Consumption Consumption India Consump- (1000 tons) 
(1000 tons) tion 

212* 55.0 622.7 14.9 14.9 2. 9 

32 8.3 256.8 6.0 20.':' 8.0 

36 9. 3 439. 7 9.9 30.8 12. 2 

38 9.9 668.9 15. 6 46.4 17.6 

21 5.5 468.6 10.9 57.3 22.3 

12 3.1 325.1 7. 6 64.9 27. 1 

28 7.2 1085.1 25.3 90.2 38. 7 

5 1.3 315. 3 7.4 97.6 63.0 

1 0.2 103.2 2.4 100.0 103.2 

385 4285.7 

Includes Delhi (5 Districts), Manipur (5 Districts), Tripura (3 Districts), 
Nagaland (7 Districts), Arunachal ( 5 Districts), Andaman (4 Districts), 
Mizoram (3 Districts), Goa (3 Districts), Meghalaya (3 Districts). 

Fertilizer Statistics, FAI 
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A-16 

India: Fertilizer Consumption per Hectare of Cropped Land 
1960-61 to 1977-78 

Year Kgs per hectare 

1960-61 1. 92 

1961-62 2.21 

1962-63 2. 96 

1963-64 3.46 

1964- 65 4,86 

1965-66 5.10 

1966-67 7.00 

1967-68 10. 33 

1968-69 11. 02 

1969-70 12.63 

1970-71 13.67 

1971-72 16.03 

1972-73 16.46 

1973-74 1 7. 40 

1974-75 15. 9 

1975-76 17.1 

1976-77 20. 1 

1977-78 25.0 

Source: Fertilizer Statistics, FAr 
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India: Statewise ConsurnEtion of Plant Nutrients Eer Hectare of Gross CroEEed Area 
(1977-78 and 1976-77) 

(Kg/ha) 
1977-78 197b-77 

State/Zone N P 2 05 K2 0 Total N P 2 05 K20 Total 

Central 13.6 3.3 1.4 18. 3 12.0 2. 5 1.1 15.6 
Madhya Prade sh 4.7 2.3 0.5 7. 5 4.3 1.8 0.3 6.4 
Rajasthan 5. 3 1.0 0.3 6.6 4.4 0.9 0.2 5. 5 

0 
Uttar Pradesh 27.8 6. 0 3. 1 36.9 24.9 4.4 2.3 31. 7 

U") Delhi 21.9 7.3 2.2 31. 4 31. 5 15.,3 10. 3 57. 1 
East 9.8 2. 1 1.6 13. 5 9. 5 1.:...2. 1.4 12.8 
Assaln 1. 5 O. 1 0.2 1.8 O. 9 o. 1 O. 3 1.3 
Bihar 12.2 2.0 1.2 15.4 11. 9 1.7 0.9 14.5 
Manipur 9. 1 1.9 0.9 11. 9 8.2 1.6 0.4 10.2 
Megha1aya 6.5 2.5 0.9 9.9 6.4 3. 5 0.9 10.8 
Naga1and 1.0 0.4 0.4 1.8 0.7 0.3 O. 1 1.1 
Orissa 5.9 1.6 0.8 8. 3 6.0 1.5 1.0 8. 5 
Tripura 0.4 0.9 1.3 1.3 0.3 0.4 2.0 
West Bengal 14.3 3.6 3.7 21.6 13.6 3.6 3.2 20.4 

Contd .•••••• 
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A- 17 Continued 

India: Statewise Consumption of Plant Nutrients per Hectare of Gross Cropped Area 
(1977-78 and 1976-77) 

1977-78 1976-77 
State/Zone N P 2 0 5 K2 0 Total N P205 K2 0 

North 36. 1 10.2 3.0 42.3 29.9 8.7 2.2 
Haryana 27.6 5. 3 1.8 34.7 22.4 3. a 1.2 
Himachal Prade sh 7. 3 1.8 1.6 10. 7 6. 8 1.6 1.5 
J arnrnu & Ka shr .'lir 10. 5 2. 5 0.5 13.5 10. 6 2.3 0.7 
Punjab 51. 1 16.7 4.6 72.4 42.7 15. 5 3.4 

South 23.8 8.2 5. 9 37.9 18.6 5. 3 3.6 
Andhra Pradesh 27. 1 10. 3 2.9 40.3 22. 5 6.2 1.6 
Karnataka 14.4 5. 1 4.6 24. 1 12. a 4.0 3.0 
Kera1a 12.4 5.4 8. 5 26.3 11.2 5.Z 6.7 
Tamil Nadu 36. - 10. 1 12.2 59.0 2.4. 1 5. 5 6.7 
Pondicherry 89.6 21. 5 39.4 1. 50. 5 63. 5 17.3 26.9 

West 13. 5 5.2 3. 1 18. 3 9.9 3. a 2.0 
Gujarat 17.2 8. 3 3. a 28. 5 13.4 5. 3 1.3 
Maharashtra 11. 6 3.6 3. 1 18.3 9.9 3.0 2.0 
Goa 16.4 9. a 5. 3 30.7 14.4 7.2 3.6 
All India 17. a 5. a 3. a 25. a 14. 5 3.7 1.9 

Total 

40.8 
26.6 
9.9 

13.6 
61.6 

27.5 
30.3 
19.0 
23. 1 
36.3 

107.7 

14.9 
20.0 
14.9 
25.2 
20. 1 

Note: Gross cropped area relates to the year 1973-74 for both 1975-76 and 1976-77 years of fertilizer con-
sum.ption. 

Source: Fertilizer News, July 1977. 
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A-18 

Proportions of Different Categories of Farm Households 
Using Fertilizer 

Proportion Proportion of 
of all farm Sfl'raU"farm 

States households households 
using fert. using fert. 

Punjab 91. 9 85.6 

Tamil Nadu 69.7 72.7 

West Bengal 66.0 64.6 

Kerala 65.3 82. I 

Gnjarat 62.3 57.0 

Andhra Pradesh 61. 8 64.5 

Haryana 60.2 66.3 

Karnataka 49.9 52. 5 

UttaJ~ Pradesh 44.2 42.2 

Bihar 42.3 48.7 

Maharashtra 42.2 41.0 

Jammu & Kashmir 40.5 38.0 

Himachal Pradesh 33.8 54.5 

Rajasthan 30.8 19. 5 

Orissa 21. 4 28. 7 

Madhya Pradesh 15.4 9.4 

Assam 6.5 7.8 

Source: National Council of Applied Economic Research, 
Fertilizer Demand Study! Interim Report! 1978 

Proportion of 
marginal farn 
households 
using fert. 

75.5 

62.0 

62.2 

62.6 

46. I 

49.4 

70.8 

47.4 

31. I 

29. 1 

34.0 

45.3 

25.8 

16.0 

10. 5 

5.6 

5. 5 



Year 

1968-69 

1969-70 

("t) 1970-71 
Ln 

1971-72 

1972-73 

1973-74 

1974-75 

1975-76 

1976-77 

1977-78 

Source: 

A-19 

India: Seasonwise Consum.ption of Fertilizers 
(000 tons) 

Kharif {Monsoon) Rabi (Winter~ 
Quantity Sha·~e (0/0) Quantity Share (0/0) 

749 45 926 55 

882 44 1,108 56 

925 42 1,252 58 

1,092 50 1, 529 50 

1,060 39 1,639 61 

1,202 43 1,607 57 

1,145 45 1,428 55 

1,007 35 1,887 65 

1, 188 35 2,223 65 

1,552 36 2,734 64 

Fertilizer Statistics: Annual Publications, the FAI, New Delhi. 

Total 

1,675 

1,990 

2,177 

2,621 

2,699 

2,809 

2,573 

2,894 

3,411 

4,286 



(A) 

(B) 

(C) 
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India: Fertilizer Consunption for Wheat & Rice Creps 

Area Fertilizer Consul:lotion ( '000 tonnco;) 
State (million hectares) N P2 05 K20 Tot.:11 

A. E!: t ilJ.l t fd average fertilizer consuD"2 tion for rice in c!ifferent States 

KEAR I r 
\\'l!st Bengal 4,86 23 5 5 33 
Bihar 5.01 30 6 3 39 
Or: .. sa 4.40 16 4 2 i2 
Assam 2.10 2 1 1 4 
Vttar rradesh 4.51 30 4 3 37 
P.J':hya 4.54 15 8 2 25 
Punjab 0.50 36 3 2 41 
Haryana 0.29 14 2 1 17 
MJharuhtra 1. 32 15 7 6 28 

Total 27.53 181 40 25 246 

1::t',RIF A':;D R,\!lI 
Andhra Pradesh 3.22 115 43 17 175 
Karnatal:a 1.13 44 ~o 15 79 
Kuala 0.88 16 11 9 36 
Ta::.il !:adu 2.62 132 43 39 205 

Total 7.85 294 114 73 486 

RAE I 
ikS't Bengal 0.308 14 4 5 23 
D1hn 0.103 5 1 1 7 
Orissa 0.166 7 2 1 10 

Total 0.i77 26 7 7 40 

Grand Total 35.96 501 161 110 772 

Percentage to All India Consu::lption in 1975-76: 26.0 
. - - - -- ....... _--_ ... - - . -- --

, 
B, Est:r::Hed a\'crJ!:c :!:1l'luJl fert111::er consu::-;1tion ~or \.'ne.:1 t 1:1 cif~err~~ st:.:cs 

UttJr P:'.:1desh 6.05 132 32 22 186 
Punjab 2.35 137 44 11 192 
Haryan04 1.19 46 5 2 SJ 
E1har 1. 68 44 8 5 53 
Madhya Pradcsh 3.27 30 6 2 42 
Rajilsthan 1. 50 22 4 2 28 
Oth('TS 2.30 64 26 11 101 

Total 18.34 475 126 55 660 

F'e rC(,:1t.:"t' t 0 . .\,l} J~.r. i.:l C L':': ~~ \::". ~ tiC' ~ ill In~'-i6: " ~3,O 

D. R. llh-.lnbl.l, ";'al.lncccl ;'('rti1i~:1tic:l'l" in L\J-f;,n Sr.r::in:1r on 5t=-',1:£,::') fC'=­

Stl~t!1.1::n" fl!:,cili:.'e:- C.O~SI;:":)ti.0~, 1)76: l'rccL'h~::1~, T!l~ rAI, :k' .. ' L''::::li 10--
... ' I I • 
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A-Zl 

Ind1a: Stau"~ise Nutrient (N:P:K) Consu!!Itltion Ratio 
1975-76 and 1976~77 

• 
Stat .. /Zone 1975-76 1976-77 

N:P:K N:P:K 

! Central 5.3:1:0.4 4.8:1:0.4 

\. Madhya Pradesh 2.6:1:0.1 2.3:1:0.2 
Rajasthan 5.2:1:0.1 5.0:1:0.2 
Uttar Pradesb 6.4:1:0.6 5.7:1:0.6 
Delhi 5.0:1.0.2 2.1:1:0.7 

East 5.2:1:0.7 4.8:1:0.7 
• Assam 2.7:1:0.6 6.3:1:1.6 

Bihar 8.2:1:0.6 7.1:1:0.5 
~lanipur 

I 
3.2:1:0.5 5.3:1:0.3 

tleghalaya 3.2:1:0.2 1.8:1:0.3 
Nagaland 3.3:1:0.3 .2.7:1:0.3 
Orissa . I 5.0:1:0.6 4.1:1:0.7 
Tripura I 5.0:1:1.3 3.9:1:1.3 
West Bengal I 3.6:1:0.8 3.9:1:0.9 

I 
North I 5.1:1:0.2 3.5:1:0.3 ----
Harayana 10.4:1:0.3 7.4:1:0.4 
Himachal Pradesh 3.8:1:0.7 4.0:1:0.9 
Jamlllu and Kashnlir 7.6:1:0.3 4.6:1:0.3 
Panjab 4.3:1:0.2 2.8:1:0.2 
Chandigarh 6.4:1:0.1 NA:NA:~IA 

South 4.0:1:0.1 3.4:1:0.7 

Andhara Pradesh 4.8:1:0.4 3.6:1:0.3 
Karnataka 3.3:1:0.9 3.1:1:0.8 
Kerah 2.1:1:1.1 2.1:1:1.3 
Tamil Nadu 4.3:1:0.9 4.5:1:1.3 
Pondich~r:,y 3.5:1:0.8 3.8:1:1.6 

\~es t 3.8:1:0.8 2.9:1:0.5 

Guja:-nt 3.1:1:0.2 2.5:1:0.3 
Haharashtra 4.6:1:1.4 3.3:1:0.7 
Goa 1.6:1:0.8 2.0:'1: 0.5 

Others 27.6:1:0.6 7.5:1:0.2 

All India 4.6:1:0.6 3.9:1:0.5 

Source: Ferti1i=er News, July 197~ 
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A-22 

India: Fertilizer Nutrient ProductioJ.1 
(1951-52 to 1977-78) 

(thousand tons) 

Year Nitrogenous Phosphatic Tota1)~ 

(N) (P205) (N + P Z0 5) 

1951-52 28.9 9.8 38. 7 
1952-53 53.1 7.4 60. 5 
1953-54 52.9 13.8 66. 7 
1954-55 68.5 14. 3 82.8 
1955-56 76.9 12.4 89.3 
1956-57 78.8 17.6 96.4 
1957-58 81. 1 25.8 106.9 
1958- 59 80.8 31. 0 111.8 
1959-60 83.7 51. 4 135. 1 
1960-61 112.0 53. 7 165. 7 
1961-62 154.3 65.4 219.7 
1962- 63 194.2 88.3 28Z.5 
1963-64 219. 1 107.8 326.CJ 
1964-65 243.2 131. 0 374.3 
1965-66 237.9 118.8 354.7 
1966-67 309.0 145.7 454.7 
1967-68 402.6 207. 1 609.8 
1968-69 563.0 213.2 776.2 
1969-70 730.6 223.7 954.3 
1970-71 832.5 228. 1 1,060.6 
1971-72 949.2 290. 3 1,239.6 
1972-73 1, 054. 5 330.3 1, 384.3 
1973-74 1, 049. 9 324.5 1,374.1 
1974-75 1,186.6 331. 2 1,517.2 
1975-76 1,508.0 319. 7 1,827.7 
1976-77 1, 862. 0 478.0 2,340.0 
1977-78 1,999.8 669.9 2,706.9 

1 I Excludes N production for non-agricultural purposes. 
.., 

Potassic fertilizer nutrients (KZO) are not produced ... 
in India. 

Source: Fertilizer Statistics, 1977-78, FAI 
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A-Z3 

India: Fertilizer ImEorts 
( I 95 Z - 5 3 to I 9 7 7 - 78 ) 

(Thousand MTs) Total Value 
Total of Imports 

N P205 KZO N+P+K (m. rupees) 

195Z-53 44 3 47 45.6 
1953-54 19 7 26 25.2 
1954-55 20 11 31 30.2 
1955-56 53 10 63 73.3 
1956-57 57 15 72 77.7 
1957-58 110 13 123 158.8 
1958-59 97 22 119 113. 1 
1959-60 142 4 33 179 162.9 
1960-61 399 ZO 419 121.8 
1961-62 307 75 382 141. 1 
1962-63 244 10 41 295 236.9 
1963-64 228 13 40 281 187. 1 
1964-65 232 12 57 301 220.8 
1965-66 326 14 73 413 411.9 
1966-67 632 148 118 898 1,288.2 
1967-68 867 349 270 1,486 1,933.0 
1968-69 844 138 213 1, 195 1,629.2-
1969-70 667 94 120 881 1,167.7 
1970-71 477 32 120 629 767.8 
1971-72 481 248 268 997 899.7 
1972-73 665 204 325 1,194 1,212.6 
1973-74 659 213 370 1,242 1,767.5 
1974-75 884 286 437 1,607 5,991.3 
1975-76 996 361 278 1,635 7,227.7 
1976-77 750 23 278 1,051 2,202.2 
1977-78 758 164 599 1,521 3,064.4 

Source: Fertilizer Statistics, 1977-78, FA! 
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I_PORT OF "RTILISER MATERIALS-ttl7'" 10 un-71 
(April-llarch) 

NP!NPKs 
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• c :' I 0 c.~ Z CI ~'!E c ~ Ill. !: a., '!E a. I I/) Q. 

----------------~~----~----------------.-----------~-------------.--- ------------------------
1167-68 Q 

V 

1118·69 Q 
V 

1111-70 Q 
V 

1970-'71 Q 
V 

1171-72 0 
V 

1172-73 0 
V 

1173·74 0 
V 

1974-75 0 
V 

'175-18 0 
V 

,.711·n Q 
V 

Uln-71 0 
V 

1,053.2 
468.9 

1.255 •• 
440.2 
710.1 
2el!.1 

13.3 
27.5 

188.6 
31.2 

128.2 

%7.5 
7fU 
39.0 

235.1 
201.5 
ge.O 

143.7 

3.8 
2.8 

1e.l 1118.4 125.0 
7.0 ~.II 49.7 

10.5 1.028.8 
4.' 70S.1 

131.1 
020.7 

24.8 T79-8 

iO.O 
37.11 
112.11 
35.5 

279.8 
10.3 458.9 lOS.! 
32.0 549.11 317.2 
11.4 249.4 113.7 

1.008.4 317.7 
50';.9 121.11 

2.0 1.033.9 183.4 
1.8 737.1 105.8 

13.11 1.244.1 '!59.e 
1!.2 2.711.7 S!59.e 
10.0 1.545.0 178.0 
17,6 3,1168.4 274.0 

1.5915.9 4.5 
1.712.7 4.9 
1,.98.9 14.3 

- 1,845.0 12.4 

50.7 
18.9 

411.6 
16.0 

30a 
48.8 

30.0 
4HI 

27.0 
17.0 

Il.t 
3.3 

17.4 
g.7 

50.4 
31.8 

239.' 
202.0 

182.7 
323.9 

M.8 
~0.2 

SOJrc.: Mll'istry of ,\grlcult"r~ c.. Irrigation, Nrw Delhi. 

258.4 
174.5 

50.2 
33.4 

614.7 
382.4 
216.2 
168.3 

125.1 
66.2 

no 
7.1 

352.8 
200.0 
347.8 
273.8 
340.~ 

359.8 
435.9 
982.1 

5311.0 

110.0 
58.0 

113.0 
78.1 

184.0 
124.7 

121.0 
65.9 

289.0 
183.11 
119.0 12.0 

715.6 9.~ 

55.0 
44.2 

285.0 
5113.4 

1518.0 
1,477.6 ~.271 5 

30.1 13.4 
43.4 2~.8 

3553 
53:? 7 

5.0 
14.B 

439.0 5.0 858,7 141.7 270.2 
171.15 2.5 

:028.0 4.0 844.1 131.0 1113.2 
1211.11 1.8 

152.0 4.0 667.2 84.1 120.4 
52.4 2.1 

157.0 24.0 477.3 32.4 ',9.' 
60.7 189 

3620 481.3 ~47.8 268.2 
110.1; 
504.0 
lt10.2 

e.1 665.4 204.7 325.3 
3.2 

E07.0 5.0 656.8 212. i 370." 
275.0 30 

849.11 10.0 8S3.S 285.9 437.8 
4157.4 11.5 

390.0 ;96.0 361.0 27811 
327.4 

441.0 lOS 75~.1 22.8 277.1 
305.8 1:!.3 

9815.0 14.8 758.1 '63.9 SOS.9 
(j5~ 8 16.7 

1,1131.1 

1,121.2 

'.1117.7 

717.1 

nl.7 

1,21!.' 

1,711T.6 

:;,;V'.3 

7.U7.7 

2.202.1 



(1) 

(2) 

(3) 

(4 ) 
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A-Z5 

Import of Fertilizer Materials from the U. S. 
(000 M. Ton)) 

1974-75 1975-76 1976-77 1977-78 

Ammonium Sulphate 5.0 

Urea 119.6 182.3 305.4 

TSP 5. 2 

NP (18-46- 0) (DAP) 410.4 442.6 30. 1 264.9 
(20-20-0) 7.6 

420.6 569.8 212.4 570.3 

Source: FAI, Fertilizer Statistics, Various Issues 



a . ...;) 

Effective from 

December 1, 1975 

March 16, 1976 

October 18, 1976 

February 8, 1977 

October 12, 1977 

March 9, 1979 

A-26 

India: Current Prices of Fertilizers in Terms of Nutrients 
(Inclusive of Excise Duty) (50 Kg. packing) 

Retail price of nutrient (Rs. ) through 

Nutrient Arn.rn.oniu .--:1 Urea calcium a rn.rn.o n i um Super-
sulphatel nitrate 2 phosphate 
(20.0% N) (460/r N) (45% N) (26% N) (25% N) (160/r w. s. 

P20) 

per tonne 4,539 4,022 4,022 4,077 4,060 5,295 
per kg 4.54 4.02 4.02 4.03 4.06 5.30 

per tonne 4,539 3,804 3,800 4,077 4,060 3,9513 

per kg 4.54 3.80 3.00 4.08 4.06 3.95 

per tonne 4,539 3,804 3,800 4, 077 4,060 3,156 
per kg 4.54 -3.80 3.80 4.08 4.06 3.16 

?er tonne 4,539 3,587 3,578 4,077 4,060 3,156 
per kg 4.54 3.59 3.58 4.08 4.06 3.16 

per tonne 4,539 3,370 3,356 4,077 4,060 3,2694 

per kg 4.54 3.37 3.36 4.08 4.06 3.27 

per tonne 4,369 3,152 3,846 
per kg 4.37 3.15 3.85 

Source: Fertilizer Statistics, 1976-77, FA! 

Muriate 
of potash 
(60% K20) 

1,025 
1. 83 

1,51 7 
1. 52 

1,51 7 
1. 52 

1,342 
1. 34 

1,342 
1. 34 



1971-72 

1972-73 

1973-74 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

Notes: 
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A-27 

Nitrogen/Grain Price Ratios 
(In Rupees) 

Price of Price of N/Wheat 
N/Kg. Wheat/Kg. Price Ratio 

2. 01 0.76 2.64 

2.08 0.76 2.74 

2.28 0.76 3.00 

4.35 1. 05 4. 14 

4.02 1. 05 3.83 
3. 80~ 1. 05 3.62 

3. 59'td 1. 05 3.42 

3. 37~ 1. 10cij d/ 
j: ~g£l 

3.37 1. 125f}) 3.00 

(1) N prices are based on urea 
(2) Grain price s are procurement prices 

~ Effective March 1976 
.J!j Effective February 1977 

c:J Effective October 1977 
eli Effective April 1977 
e/ Effective April 1978 
lj Effective September 1978 

Price of N/Paddy 
Paddy/Kg. Price Ratio 

O. 53 3.79 

O. 55 3.78 

0.70 3.26 

O. 74 5.88 

O. 74 5.43 
O. 74 5. 14 

O. 74 4.85 

0.77
cj 

3.97£1 

O. 8si! 3.9rJl 



Year 

1971-72 

1972-73 

1973-74 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

Notes: (1 ) 
(2 ) 
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A-28 

Phosphate/Grain Price Ratios 
(In Rupees) 

Price of Price of P/Wheat 
P/Kg. Wheat/Kg. Price Ratio 

1. 86 0.76 2.45 

1. 89 0.76 2.49 

2.01 0.76 2.64 

4.83 1. 05 4.60 

4.52 1. 05 4.30 

4.08~ 1. 05 3. 8S' 

4. 17l?J 1. 05 3.97 

3.40~ 1. 05 3.24 

3.40rli 1. 10 3.09 

3.4rf! 3. 17 

3.49~ 1. 125 3. 10 

P 2 0 5 prices are based on DAP 

Price of P/Paddy 
Paddy/Kg. Price Ratio 

0.53 3.51 

0.55 3.44 

4.70 2.8'1 

0.74 6.5::; 

0.74 6.11 

0.74 5. 51 

0.74 5.64 

0.74 4.59 

0.74 4.59 

O. 77gj 4. 53 

0.77 4. 53 

0.85g! 

Grain prices are procurement prices 

;y Effective December 1975 y Effective Oct. 1977 

l?J Effective March 1976 gj Effective Sept. 1978. 

~ Effective February 1977 

rli Effective April 1977 

~ Effective April 1978 



Year 

1971-72 

1972-73 

1973-74 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

Notes: 
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A-29 

Potash/Grain Price Ratios 
(In Rupees) 

Price of Price of K/Wheat Price of 
K/Kg. Wheat/Kg. Price Ratio Paddy / Kg. 

0.89 0.76 1. 17 0.53 

0.92 0.76 1. 21 0.55 

1.13 0.76 1. 49 0.70 

2.05 1. 05 1. 95 0.74 

1. 97 1. 05 1. 88 0.74 

1. 83~ 1. 05 1. 74. 0.74 

1. 52~ 1. 05 1. 45 0.74 

1. 34£.1 1. 05 1. 28 c / 0.74 

1. lOry 1. 22r!! 
f/ 

1. 34 0.7r 

1.34 1. 125
e

/ 1. 19 fl..l 0.85g} 

(1) K2 0 prices are based on MOP 
(2) Grain prices are procurement prices 

~ Effective December 1975 
~ Effective March 1976 
£.I Effective February 1977 
r!! Effective April 1977 
fl..l Effective April 1978 
!J Effective October 1977 
g} Effective September 1978 

K/Paddy 
Price Ratio 

1. 68 

1. 67 

1. 61 

2.77 

2.66 

2.47 

2.05 

1. 81 

1. 74!J 

1. 58g} 
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Gron Financial Return ~er Ru~ee Invested in Fertilizer 
(In Rupees) 

Paddy Wheat 
Year Returns From Returns From 

N P K N P K 

1971-72 2.64 1. 71 2. 38 3.78 2.45 3.42 

1972-73 2.64 1. 75 2.39 3.65 2.41 3.30 

1973-74 3.68 2.44 3. 10 4.00 2.65 3. 36 

1974-75 2.04 1.07 1. 80 2.90 1. 52 2.56 

1975-76 2.21 1. 15 1. 88 3. 13 1. 63 2.66 

2.21 1. 27 2.02 3. 13 1. 80 2.87 

2.34 1. 24 2.43 3. 32 1. 76 3.45 

1976-77 2.47 1. 52 2.76 3.51 2. 16 3.92 

1977-78 2.74 1. 54 2.76 3.68 2.26 4. 10 

2.87 3.92 2.21 

1978-79 3.03 1.54 2.87 4.01 2.26 4.20 

1. 70 3. 17 

Notes: (1) N, P and K prices are derived from urea, Diammonium 
Phosphate (DAP) and Muriate of Potash (MOP) 
respectively. 

(2) Incremental response ratios assumed to be: 
N = 10, F 2 0 5 = 6, K20 .. 4 for 1971-72 and 
1972-73. Thereafter, the ratios are assumed 
to be N = 12, P20!i = 7 and K20 = 5. 
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India: The Break-up of the Maximum Retail Pl'ice of Urea* 

Items 

1. Ex-factory price 

2. Excise duty @ 15% ad valo rem 

3. Fertilizer Pool Equilization Charge 

4. Equated freight 

5. Dealer's margin 

6. Total, i. e., the maximum retail 
price of urea 

Rs. per ton 

1,158.0 

1 74.0 

65.0 

38.0 

115.0 

1, 550.0 

,;, Retail price relates to the period before March 9, 1979 

Source: The Marathe Committee Report, 1977 
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India: Distribution }~r~ins for Prea 

Rs. oe:: 'to~ 
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from 
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7. 
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A-33 

India: Break-up of margin recor.l:nended b',' the Ouraishi 

Co~mittee and current margin 

(RI, 1';r lonr,e) 

Parl,cu/J, S Urea 
I Calc;~m 

Ammon:u;n ::lfi'!m(lnIUm 

!ulpliale I nllrJle 

1. Corr.ml~!.ll"n 

\\'nol:saicr Jt I rer cen, 8,7? 4,9,1 ~,IO 

RCIJiler JI"~ rer (Cnl 21 97 J~J! I~,i~ 

)r.\o~rnli\c ('~'f!1JnlS51t..ln ~,CO ~,00 HO 
2, A~mlni}:r.III\C' c;l~rbC's 

), "rJn~p~)rI c:rJ;~:!') 

n.\.JI\\J:·' ~IJtl\"n 10 ) 
\\holc~Jll; ZJJu\\n I 

~ 9.~0 9.20 9.20 
\\'~,C'Ie\Jlrr ~(Jco\\n I 
I,) relailer ) 

~. l.'aJlc,:.', unloJdln; 
\\';"'.)I .. :5.111:r ) 

> 7.00 7.00 7,00 
RClailcr ) 

5, Goc\..w. n ren! Jl H.s. rer 6,00 6,00 6,00 
lon;'!r: ;)\I,:r:l~: fur (, ;lC'1nlhs 

(., S:JorL1 t·-: ior \\ r,l' I ~ ~J 1('( 8.79 4.94 5.10 
nnd rC:~I:<r .:I: ! rer cruC 

7. }nll,.'h',l ":!'Jr;'C) ::9,30 16.47 17.00 
P m0nlbl C'n J~ a\erJ~c) 
I 0 r-r~ ..:.: :l! 

S. Sl!r~r\ I~H\,1 lnd (It!,-,r::-

rn:",IIJI.c(cS chJI ses 
(purll':lly. C I C.) 

Tol~1 !:'.' O~ ~1,90 C4.14 
or RI, 9S 

B. C~:!"rl.·IlC nlJr;:n II ~ co ;5 (\() ~u 00 

Source: ~,~d~"~~ C~ Fc~~il~:pr Y~rketi~g. The Fertiliz~r Associatio: 
of In~ia, ~e~ Delhi, 1976, p.210. 
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A-34 

India.' Number of Sale Points, 1969 to 1978 

.. 
Date Cooperative Private Total** 

April 1, 1967 48,031 NA NA 

April J, 1968 41,052 NA NA 

April 1, 1969 36,505 30,066 66,571 

April , 1970 33,418 38,234 71,652 

April 1, 1971 30,670 50, 790 81,460 

April 1, 1972 

April, 1973 39,266 47,120 86,395 

February 1, 1974 37,911;'< 56,172 94,295 

February 1, 1975 39,156':' 59,473 98,629 

February 1, 1976 39,950':' 55,073 94,623 

May I, 1977 33,404':' 49,916 96,220 

April 1, 1978 43,264 58, 575 101,.:839 

':' includes other institutional agencies. 

** Since some states have governmental depots, along with cooperatives 
and private distributors, figures in the last column are not equal 
to the sum of the figures in the second and third columns. 

Source: Fertilizer Statistics, 1971-72 to 1977-78 
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India: Statewhe Distribution of Sale Points, 1976, 1977, 1978 

As on Feb. 1, 1976 As on April I, 1978 

Zone/State Coop. & Coop. & 
other other 
institu- institu-
tional tional 
agencies Private Total agencies Private Total 

Central 
Madhya 
Pradesh 3, 580 1, 514 5,094 3,260 3, 161 6,421 

Rajasthan 1, 553 945 2.498 3, 178 1,368 4,546 
Uttar Pradesh 6,999 6.979 13,978 7,924 6,986 14,910 
Delhi 30 45 75 35 51 86 
East 
Assam 146 695 841 159 845 1 004 
Bihar 277 3, 595 3.872 277 3.595 3,872 
Manipur 49 115 164 91 113 204 
McghaJ aya 15 131 1,246 8 113 121 
Nagaland 12 12 12 12 
Orissa 2. 197 2,457 4,654 2 321 2,815 5, 136 
Tripura 252 23 275 252 17 269 
West Bengal 1,549 14.451 16 000 850 11. 332 12,182 
North 
Haryana 615 576 1, 191 693 1,038 1. 731 
Himachal Pradesh 1,357 182 1. 539 1. 553 199 1.752 
Jammu & Kashmir N.A. N. A. 1,042 1. 169 1. 169 
Punjab 816 1. 766 2.382 870 1. 550 2,420 
South 
Audhra Pr::tdpsh 1.,," h .Q71 .Q :>n7 1 .d7Q t. °nt. o ')nA 



- 70 -

A-36 

India: Fertilizer Use by Holding Size, 1970-71 

Size of holding 
(Hectarp.s) 

o 2. 5 

2. 5 8. 5 

8.5 + 

Average 

0/0 of area fertilized 
to gross cropped area 

Wheat Rice 

43. 7 41. 4 

53.6 49.3 

51. 9 72.8 

50.0 47.0 

Kg. of nutrient per 
fertilized hectare 

Wheat Rice 

53.0 52.0 

58. 7 42. 1 

54.4 62. 7 

56.2 49.7 

Source: Fertilizer Use on Selected Crops in India, NCAER 
and Fertilizer Association of India, September, 1974. 
Based on a sample survey of over 4,000 farmers 
throughout India. Reproduced here from the World 
Bank, Report No. 1529-IN, p.91 
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Fertilizer Application Rates by States* 

In kilograms Eer fertilized hectare 
Size of Farms (hectares) 

Above All 
Below 1 1 - 2 2 - 4 4 - 10 10 Hous~-

holds 

Central: 

Madhya Pradesh 72.1 66.9 55.4 41. 3 4l. 9 46.5 
Rajasthan 59.2 55.6 57.9 59.0 48. 1 55. 5 
Uttar Pradesh 73. 5 66.0 65.4 65.6 47.7 64.6 

West: 

Gujarat 78.7 64.7 59.7 43. 1 34.7 45.8 
Maharashtra 90.5 95.8 85.4 75.3 63.3 77.3 

North: 

Haryana 54.6 64.2 57.0 74.5 98.2 76.6 
Himachal Pradesh 41. 7 26.0 20.9 22.3 17.3 28.5 
Jammu & Kashmir 45.6 50.8 47.0 34.4 47.0 
Punjab 88. 1 80.3 90.9 90.8 93.6 90.8 

East: 

Assam 69. 1 51.2 56.2 50. 1 15.4 49.4 
Bihar 64.7 50.8 45.7 45.4 49.3 49.7 
West Bengal 100.0 103.6 77.3 65.9 177. 5 89.5 
Orissa 86.9 71.5 77.6 97.3 111.5 90.8 

South: 

Andhra Pradesh 109.6 118.5 115.9 117.4 85.6 111.7 
Karnataka 169. 1 131. 7 106.3 97.4 39. 3 104.6 
Kel'ala 93.4 88.6 73.4 171. 4 92.0 
Tamil Nadu 133. 5 133.0 122. 5 120.5 127.3 128. 1 

SOUl ce: National Council of Applied Economic Research, 
Fertilizer Demand Study, Interim RepClrt, New DeUli 1978. 

':' Arithmetic mean of state data gives 73 kg/ha. for All Indi.a. 
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YARDSTICKS OF ADDITIONAL PRDDUCTION FROM THE USE OF FERTILISER3 ON HIGH YielDING AND 
LOCALLY IMPROVED TALL VARIETIES 

State District 
-covered 

A. RICE (unhusked) 

Kharif (Irrigated) 

Andhra Pradesh Chitloor 
Nizamabad 
West Godavari 

Bihar ::ihahllbad 

Haryana Karnal 

Karnalaka Shimoga 
Raichur 

Madhya Pradesh Raipur 

Tamil Nadu Thanjavur 
Coimbatore 

Uttar Pradesh Varanasi 

West Bengal Burdwan 

Average 

Kharif (Unirrigated) 

Kerala AlJeppey 
Palghat 

Maharashtra Po~na 
Nasik 
Poona 
Nasik 

Yardsticks of add,:ional production in lonnes , 
I---------------------------------------------~--------

i No. of! Per tonne of N 

. experoments 1____ -;------i 

I at ~~h~q i at ~~~:g ; 
Variety 

IR-B 198 B.6 a.6 

Locally Improved 19B B.9 7.4 

IR-B 117 14.B 12.4 
Locally Improved 143 13.6 11.6 

IR-B 67 15.2 12.6 
Locally Improved 91 15.9 13.0 

IR-B 75 B.2 7.9 
Locally Improv:d. 79 10.2 B.4 

IR-B 119 7.5 B.1 
Locally Improved 169 B.4 7.1 

It~-B 257 15.3 12.B 
Locally Improved 212 10.1 10.2 

IR-B 79 10.6 9.2 

IR-B 63 15.9 11.1 

IR-B 975 12.0 ~:l.3 
Locally Improved 892 11.2 9.7 

IR-B lBB B.3 6.6 

IR-B B6 4.6 4.1 
TN-l 102 5.9 5.0 
Locally Improved 229 2.B 4.5 

Per tonne of P,O, Per tonne 
of K,O 

--------,-- --

13.2 

10.0 

12.B 
10.1 

6.4 
7.B 

21.B 
20.7 

21.2 
21.4 

20.4 
14.B 

3.7 

B.7 

13.5 
14.1 

7.2 

3.7 
6.4 
7.2 

at 60 kg 
P,OI;ha 

11.2 

8.B 

8.0 
7.0 

4.1 
6.5 

14.0 
14.2 

13.3 
16.5 

21.3 
14.4 

3.9 

4.2 

10.0 
11.2 

5.5 

3.9 
5.4 
5.1 

at 60 kg 
KIO/na 

6.6 

3.3 

7.0 
6.9 
1.0 
0.8 

6.7 
4.3 
5.2 
7.3 

6.2 
6.~ 

3.3 

2.8 

4.B 
4.B 

3.5 

5.3 
3.2 
3.4 
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Alferage IR-8 274 6.4 5.3 5.4 4.7 4.4 
Locally Improved 229 2.8 4.5 7.2 5.1 34 

Rabl (Irrigated) 
Andhra Pradesh Chilloor IR-8 174 8.6 8.2 13.3 13.0 6.9 

West Godavari Locaily Improved 133 8.0 62 7.4 4.1 3.3 

Karnataka Shimoga IR-8 102 18.5 16.5 27.7 20.7 8.3 
Raichur 

Madhya Pradesh Raipur Locally Improved 28 9.9 8.5 12.1 11.0 1.8 

Orissa Cuttack Jaya· 152 14.2 13.0 15.3 14.2 6.4 
Sambalpur 

Tamil Nadu Thanj<lvur IR-S 98 12.7 12.0 11 6 100 6.1 
Locally Improved 176 11.4 11.0 128 11.2 7.1 

Alferage IR-S· 428 13 S 12.6 18.8 16.0 7.2 
Locally Improved 337 9.8 8.6 10.8 8.S 4.1 

Rabi (Unirrlgated) 

Kerala Alleppy IR·S 249 8.9 7.2 10.1 5.7 2.8 
Palghat 
Alleppy TN-l 59 6.7 5.5 5.2 5.0 4.9 

('I') Alleppy Locally Improved 178 46 3.8 6.7 5.2 4.0 
...... Palghat 

B. WHEAT (Irrigated) 

Bihar 5hahabad S-308 '58 16.6 130 7.5 7.4 4 1 
M'onghyr Locally Improved 305 11.6 9.2 103 9.6 3.8 

Delhi Delhi 5-227 74 16.0 14.7 19.1 16.1 3.S 

Gujarat Mehsana S-227 234 5.5 4.9 1~ G 8.5 24 
Bhavnagar Locally Impro"ed 322 3 9 3 3 89 93 2.8 

Haryana Karnal 5-227 124 16.0 13.6 9.1 5.9 57 
5-308 95 11.8 11 3 3.9 5.3 1.3 
Locally Impro"ed 57 12.3 89 6.5 

Madhya Pradesh Hoshangabad S-227 249 '4 ~ 11.6 6.1 6.9 5.3 
locally Improved 124 12.2 9.6 6.8 7.0 1.6 

Mailarashtra Nasik S-30S 126 7.3 5.2 10 1 7.3 1.9 
Locally Improved 128 6.5 4:1 S.O 6.5- 2.1 

Punjab Ludhiana S-227 144 10 S S.O 15.0 S.S 
5-308 116 12.0 S.7 15.1 10.S 1.4 
Locally Improved 59 68 5.3 11.3 

-Includes 'Jaya' whiCh belongs to the same group. 
(Continue 
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YARDSTICKS OF ADDITIONAL PRODUCTION FROM THE USE OF FERTILISERS 

ON HIGH YIELDING AND LOCALLY IMPROVED TALL VARIETIES (Concluded) 

------ -- ------ - -.------------- ------ ._-
-~ --

I Yardsticks of addition81 produclicn in lonnes 

1---- ---------
State District covered Variety No. of I Per 

experi- I Per tonne of N Per tonne of P,O, tonne 
ments of K,O· ------- ----

I at 60 kg at 60 kg at 120 kg 8t 30 kg 8t 60 kg 
Nih8 N/h8 P,O, K,O./ha . K.Oiha 

Ralasthan Pali S-227 98 5.7 6_0 6.7 2.7 4.3 
Ut!! r Pradesh Varanasi Locally Improved 89 6.7 5.8 5.0 2.8 3.0 

Aligarh, K8npur, S-227 675 13.7 11.5 7.6 6.9 4.0 
Jhansi Locally Improved 353 8.0 6.3 5.2 5.1 3.1 

West Bengal Burdwan 5-227 82 10.8 8.2 9.0 3.9 3.2 
5-3C8 61 13.5 10.3 5.6 8.8 5.0 

A "ef.ge 5-227 1.68Q 11.6 9.8 10.9 7.5 4.1 
S-308 555 12.2 9.7 8.4 7.9 2.7 
LOC811y Improved, 1437 8.5 6.6 7.8 6.7 2.7 

~ C. JOWAR " 
Kharlf (Irrigated) 
Gujarl!l Bhavnagar CSH-l 61 1.8 2.4 9.0 4.0 3.2 

Locally Improved 55 1.6 1.6 5.6 3.2 0.9 

Kharif (Unirrigated) 

Maharashtra Parbhani C - H-, 114 29 2.7 8.2 6.2 2.3 
Locally Improved 109 2.2 1.6 3.8 2.3 1.0 

Uttar Pradesh Jhllnsi C5H-l 38 3.8 3.3 2.0 1.8 1.6 
Locally Improved 38 3.6 3.0 2.0 1.4 1.4 

"abl (Irrigated) 
Maharashlra Parbhani CSH-l 168 2.7 2.4 5.5 4.0 2.0 

Poona Locally Improved 191 2.9 2.1 3.8 2.5 3.2 

D. MAIZE 
J(harlf (Irrigated) 

Punjab Ludhiana Vijay-l 108 9.3 8.0 8.5 8.1 1.6 



U') 

" 

Kharif (Uni"igated) 
Bihar Monghyr Ganga Safed-2 

Jaunpur 
Himachal ?radesh Mane, Ganga-3 

Him-123 
Uttar Pradesh Kanpur Ganga-S 

Rlibi (Irrigated) 

Andhra Pradesh Ni.lamabad Ganga-3 

E. BAJRA 

Kharif (Irrigated) 
Guj, .. at Mehsana f\!-207 
Delh, Delhi H8-1 
Uttar Pradesh Aligarh HB·1 

Local 

Kharif (Unirrigaled) 

Gujaral Mehsana Locally ImprOved 

Rabi (Irrigated) 

Tamil Nadu COimbatore HB-3 

Note: 1. 

2. 

3. 

X·3 

An estimate of the average response pf'r unit Ilppli­
cation of the development measure, such as fertiliser, 
is definpd as "yardstlr-.k" of Its conlflbutlon towards 
increased production of the crop. 
Data of those districts where the experiments were 
conducted etleast for two years and With mOre than 
25 experiments per Vaflelj were used to determIne 
the yardstick. 
The doses· at which the yarJstic> s of additional 
production were formulated are: 

60 and 120 kg:ha of N, 
30 and 60'g ha of P,O" 
and 60 kg/ha of K,O, 

Responses to K.O werE' me!lsured over a basal appli­
Cllhon of 120 •. giha of N iJnd 60 kg!he of P,O,. 

A-38 (4) 

83 15.7 140 12.3 13.5 5.9 
86 12.6 10.0 11.3 10.6 5.~ 

30 5.9 4.9 7.2 10.6 50 
41 6.8 46 66 4.7 4.3 
74 14.0 11.6 5.5 4.6 2.4 

34 8.6 7.8 3.9 7.9 5.5 

27 3.1 2.0 4.8 4.4 0.0 
38 5.8 5.9 6.7 6.9 2.7 
38 4.9 5.4 4.1 7.0 2.5 
25 4.6 4.3 2.0 3.8 0.7 

193 2.5 2.3 5.9 4.B 2.4 

105 5.4 4.7 a.3 6.5 1.5 
103 4.5 3.7 B.O 5.4 1.3 

-------- ---- -- "---- --_._--- -
Summary: 1. In general, addlt.onal production of about 10 

·onnes.'tonne of nitrogen were obtained for rice 
in Khar.t 3nd wheJt In Rabl under irrigated 
cond,l,ons to un eppllcJtion of 60 kg N'ha. On 
equal nulroent bas,s the yardst,c> o! additional 
produc:,on tram t~,e usc of p~osohorus .... as 
about a tonnr less for rice anc t~rF;·:· Icnnes 
less for whpat rer tonne ilf P:O,. Th!' yard­
StIC"S of ,Jjdltlonal proJuctlon f,one :he use of 
potassium ," 60 >g K,Ojha ",ere acout <0 >:er 
cent of the; adstlc's of additional production 
from tl'" use of nltrOfJen for tt-.ese t,.,o crops. 
The yardstlcl s of addltlOr,al productlOr, from 
tnt: use at fertiliser for other cerca:s were much 
lowpr compared 10 flce end wheat. 

2. The dal3 "v~'lable on jowar. maize and bajra 
• One tonne of fertiliser nutrient can benefit en area wer", ~oo me<lgre to s~e the tr(';1C~ of the hyt-'ids. 

at 33.33 hectares at 30 ~g 'ha of the nutrient; at Ho,vever. It was observpd til at higher yardsticks 
double this dose, the mateflal can be a;oplied over of addi:ional prod~~tlon per unit of fertiliser 
16.66 hectares. a~d on area of 8.33 hectar~s can be ilp~hcatlon for Ga~oa Snfpd-2 varletv in com-
covared at 120 kg'ha cf the nutrient. parlson , .. "th Jdu"p~r "as il posslbdii y . 

Source: "Eva!ution of yardsticks of add,t'oral poduction lor the use at ferll',~ers on high ,-1< :din;; and 
locally improved tall vanetles of cere2Is"-1.A.R.S. (I.C.A.R.), N"", O<::lh', 1973. 
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Interstate Comparison of Retail Sales Points (RSP) 
and Fertilizer Consumption per Hectare, 1977-78. 

Hect.r .. of cropped .re. 
(grOIl) p'er RSp· 

Stata 
(r.nk In br.cketl) 

131 (1) Pondl 

405 (I) Keral. 

527 (3) Himachal 

1177 (4) Tamil Nadu 

453 (5) W. Bingel 

11110 (II) J &. Kuhmir 

1102 (7) Goa 

1,029 (8) Manl~ur 

1,3110 (0) Trlpura 

1,5011 (10) Orissa 

1,!l311 (II) Karnalolka 

1,5111 (12) u.r. 
1,579 (13) Andhra Pradush 

1,1178 (14) Meghalaya 

1,11113 (15) Gujarat 

2,585 (111) PunjalJ 

2,915 (17) Bihar 

3,149 (18) HMyana 

3,164 (19) Assam 

3,3211 (20) Mlldhya Pradesh 

3,514 (21) Mllharlllhlra 

3,7711 (22) Fla)ulhell 

11,418 (23) Nagaland 

Source: FAI, 'National median 1,1180 haJRSP 
·'Nellonel n'edlan 25 ~g/h. 

Consumption per hectare of 
croppod .rea (grou)'· 

150.3 (I) 

26.3 (9) 

10.7(111) 

59.0 (3) 

21.11 (11) 

13.5 (14) 

30.7 (7) 

13.5 (15) 

1.3 (23) 

8.3 (181 

24. I (10) 

36 9 (5) 

40.3 (4) 

!I 9 (17) 

28.5 (8) 

72.4 (2) 

15.4 (13) 

34.7 (6) 

1.8(21) 

7.5 (19) 

18.3 (12) 

11.11 (20) 

1.8 (?2) 
--- .... - -... --
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Appendix B 

STRUCTURE OF COSTS AND RETURNS FROM WHEAT AND PADDY CULTIVATION 

Introduction 

This appendix summarizes the results 0f farm management studies 
relating to wheat and paddy crops in Ferozepur (Punjab), 
Muzaffarnager (Uttar Pradesh) and Coimbator (Tamil Nadu). 

Directorate of ~conomics and Statistics, Ministry of Agriculture: 

(1) Studies in the economics of farm management in 
Ferozepur District (Punjab), three-year consolidated report 
(1967/68-1969/70), New Delhi 1974. 

(2) Studies in the economics of farm management in 
Muzaffarnagar district (U.P), combined report for the 
years 1966/67-]968/69, New Delhi 1974 

(3) Studies in the economics of farm management 1n 
Coimbatore District (Tamil Nadu), three-year combined 
report (1970-71 to 1972-73), New Delhi 1976. 

The period of investigation in each district was three years. 
The study of Ferozepur District relates to the period 1967/68 
1969/70; that of Muz~ffarnagar to 1966/67-1968/69, while the 
Coimbatore study relates to 1970/71-1972/73. This series of 
studies, sponsored by the Union Ministry of Agriculture, was 
discontinued after 1972/73. 

While all three studies provide data on costs and returns from 
cultivation of local varieties of paddy, those of Ferozepur 
and Muzaffarnagar provide data on high yielding wheat 
varieties. The Ferozepur study contains some informltion on 
IR-8 paddy, but the data relate to a small fraction of farms 
and only to the last year of investigation:' This appendix is 
concerned with the data on high yielding wheat in Ferozepur 
and Muzaffarnagar, and paddy in Muzaffarnagar and 
districts. 
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Design of the Studies 

Sampling~esi gn of the farm management studies has been 
multistage statified random, with the villages as the 
primary unit and operational holding as the ultimate unit. 
In all these districts, 150 operational holdings were 
selected from 15 villages. However, the grouping of 
holdings into different size-groups was not uniform. 
Thus, in Ferozepur where the average size of holdings is 
quite large, the smallest size of holdings was defined as 
less than 6 hectares whereas it was less than 2.87 hectares 
in Muzaffarnagar and less than 2.02 hectares in Coimbatore. 

Cost Concepts 

Four concepts of cost, costs Al, A2, Band C were used in these 
investigations. Cost Al covers the cdsh and kind expenditures 
(or out-of-pocket expenses) acutally incurred by an owner­
operator. It includes cash and kind expenditures on human labor, 
bullock labor, seeds, manures, fertilizer, land revenue and cess, 
irrigation charges, depreciation of imp'lements, machinery and 
buildings, and interest on crop l~Jns and working capital. Cost 
A2 is derived by adding rent paid for leased-in land to cost Al. 
Cost B is calculated as cost Al (or-2) plus the imputed value of 
rent chargeable to owned land and interest on fixed capital 
excluding land. Lastly, cost C is derived by adding the imputed 
value of the farm family labor to cost B. 

These cost concepts have been widely used to derive different 
measures of farm income. Farm business income derived as 
gross income minus cost Al for owner-operator from the farm 
business and from investment in owned land and fixed capital. 
This is the measure most frequently used in India in farm 
management analysis; it is also used here in the derivation 
of benefit-cost ratios in the following pages. Other income 
measures include (1) family labor income, derived as gross 
income minus cost B; (2) farm investment income, defined as 
gross income minus cost C plus the difference between cost B 
and cost A2; and (3) net income (for a farm which is run strictly 
as a business proposition) defined as gross income minus cost C. 
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High Yielding Wheat Varieties 

Table Nos. 1 and 2 show the rate of re+.urn to farmers 
growing high yielding varieties of wheat in Ferozepur and 
Muzaffarnagar districts. 

Data are averages of three years. Details regarding the 
composition of costs are not &vailable except for the 
average farm. Fertilizer u~e, in terms of nutrients 
N, P and K, averaged 56 kg per hectare in the smallest size­
group of farmers i~ Ferozcpur, rising to 103 kg per hectare 
in the largest size-group of farms. In Muzaffarnagar by 
contrast fertilizer (nutrient) application was inversely 
related to farm ~iLe, declining from 49.77 per hectare 
in the smallest size-group to 31.37 kg/ha in the farms 
belonging to the largest size group. Beneflt-cost 
ratios were attractive in both ~istricts for both owner­
operators and tenant farmers. 

Benefits from Paddy Cultivation 

Table Nos 3 and 4 show the structure of costs and ratios 
of return to paddy farmers in Muzaffarnagar and Coimbatore 
districts. 

A striking feature of the two tables is the variation in 
costs in the two districts, partly, it can be explained in 
terms of differences in the quantity of inputs used in 
the two districts. Thus, in Muzaffarnagar average fertilizer 
application was only 8.72 kg (nitrogen equivalent) per 
hectare while in Coimbatore it was more than 94 kg per hectare. 
Again, irrigation costs were the least in Muzaffarnagar. On 
the whole, the rate of return to paddy farmers was satisfactory 
in Coimbatore and highly attractive in Muzaffarnagar. 
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Table 1 Rate of Return to HYU Wheat Farmers:Ferozepur 
(1967/68 to 1969/70) 

Farm Size (HA) 

Below 24 and 
6 6~9 9-14 14-24 above Average 

Yield (Quintal/HA) .-21.02 '28.74 24.29 23.54 29.26 25.40 
Gross Return/HA 

(RS. ) 2378.28 2252.75 2176.17 2315.09 2619.23 2316.51 
Cost of Production/ 

HA (RS.) 
Cost Al 869.70 893.64 921.71 869.59 819.54 872.63 
Cost A2 921. 08 948.85 973.08 918.78 847.12 920.02 
Net Return/HA (RS.) 
In terms of Cost 

Al 1508.58 1309.76 1254.46 1439.01 1799.69 1443.88 
In Terms of Cost 

A2 1457.20 1254.56 1203.09 1389.82 1772.82 1396.49 
Benefit-cost Ratio 
In Terms of Cost 

Al 2.73 2.52 2.36 2.66 3.09 2.65 
In Terms of Cost 

A2 2.58 2.37 2.23 2.51 3.09 2.51 
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Table 2-Rate of Return to NYU Wheat Farmers: Muzaffarnagar 
1966/67 to 1968/69) 

FARM SIZE (HA) 

Below 2.88 4.72 6.97 10.66 and 
2.87 4.71 6.96 10.65 above Average 

Yield (Quintal/HA) 34.82 32.16 30.32 29.56 29.62 30.50 
Gross Return/HA (RS.) 3850 3575 3312 3344 3164 3311 
Main Product 3489 3181 2954 2989 2840 2960 
Cost of Production (RS) 

Cost Al 1259 858 830 807 654 756 
Cost A2 1336 870 830 807 657 760 

Net Return (RS.) 
In Tenns of cost 

Al 2592 2718 2483 2537 2511 2555 
In Terms of Cost 

A2 2514 2705 2482 2537 2511 2551 
Benefit-cost ratio 
In Terms of Cost 

A1 3.06 4.17 3.99 4.14 4.84 4.38 
In Tenns of Cost 

A2 2.88 4.11 3.99 4,14 4;84 4,36 
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Table 3 - Rate of Return to Paddy Farmers: Muzaffarnagar 
(1966/67 to 196B/69) 

Farm Size (HA) 

Below 2.B8 4.72 6.97 
2.B7 4.71 6.96 10.65 

Yield (Quintal/HA) 23.40 26.02 21.06 19.92 
Gross Return/HA 

(RS. ) 1867 2050 1691 15B4 
Main Product 1759 1916 1590 1485 
By-product 107 134 101 100 
Cost of Production (RS) 

Cost Al 421 374 401 377 
Cost A2 443 380 408 379 

Net Return (RS.) 
In Terms of Cost 

Al 1446 1676 1290 1207 
In Terms of Cost 

A2 1424 1670 1283 1206 
Benefit-cost ratio 
In Terms of Cost 

Al 4.43 5.48 4.22 4.20 
In Terms of Cost 

A2 4.21 5.39 4.14 4.1B 

10.66 and 
Above Average 

23.43 22.28 

1855 1769 
1774 1669 

82 100 

429 400 
429 405 

1426 1368 

1426 1364 

4.32 4.42 

4.32 4.37 
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Table 4 - Rate of Return to Paddy Farmers:Co1mbator 
(1970/71 to 1972/73) 

FARMS SIZE 

Below 2.03 3.35 
2.02 3.34 5.67 

Yield (Quintal/HA) 30.72 29.82 35.64 
Gross Return/HA (RS.) 2562.65 2359.42 2749.08 
Cost of Production/HA 

(RS) 
Cost Al 1246.31 1368.37 1339.22 
Cost A2 1388.21 1404.25 1339.22 

Net Return/HA (RS) 
In Terms of Cost 

Al 1415.95 991.05 1409.86 
In Terms of Cost 

A2 1274.05 995.17 1409.86 
Benefit-cost Ratio 
In Terms of Cost 

Al 2.14 1.72 2.05 
In Terms of Cost 

A2 1. 92 1.68 2.05 

(HA) 

5.68 10.53 and 
10.52 above. Average 

33.64 34.93 33.83 
2597.75 2634.08 2629.51 

1356.34 1537.25 1374.73 
1385.17 1537.25 1400.57 

1241.42 1096.84 1254.79 

1212.59 1096.84 1228.95 

1. 92 1.71 1. 92 

1.88 1. 71 1.88 
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Appendix C 

Discussion of Fertilizer Supply and Demand 
Forecasting Methods for Fertilizer Production 

Estimation of Fertilizer Demand 

Estimation of fertilizer demands for the country presents 
considerable difficulties due mainly to lack of reliable 
information on fertilizer dosages actually used for individual 
crops in different regions of the country. Attempts at produc­
tion function analysis, which would lead to forecasting results 
with an element of precision, have been unsuccessful, particularly 
when estimating from data relating to actual farming rather than 
experimental conditions. Of the several other possible approaches, 
none is entirely free from uncertain assumptions. 

The National Commission of Agriculture has projected fertilizer 
requirements based on the following: 

1. replenishment of nutrients rerooved by crops, 
2. area under crops and estimated doses, and 
3. agricultural production. demand and response ratios of 

crops to application of fertilizer. 

Insofar as the first method is concerned, it may be mentioned that 
the applied and native nutrients undergo transformations which can 
make it difficult to estimate nutrient availability at anyone 
time: estimates based on this assumption may be erroneous and not 
realistic. 

The basic data required for the second method are: 

1. area under various crops, high yielding as well as local 
varieties and areas irrigated and rainfed; and 

2. the estimated fertilizer doses for each of the above 
conditions regarding crops and irrigation. 

The data in respect of (1) may not present much difficulty but 
there is a good deal of flexibility in the choice of the doses. 
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Using the third method, i.e. calculating the amount of additional 
produce obtained by the addition of a unit quantity of fertilizers, 
is straightforward. The usual value of this rate is taken to be 
la, meaning that 1 tonne of NPK nutrients is likely to give an 
adaltional production of 10 tonnes of grains. Since the response 
ratio could vary from one agro-climatic region to another due to 
differences in the level of irrigation interaction effect of 
nutrients and the level of soil fertility, this method can 
be only indicative. 

Another approach for estimating the fertilizer requirement is the 
Trend Line method, which takes into account the consumption 
pattern over a number of years. FAI has substituted the "Trend 
Line method" by the "Best Quadratic Fit" which excludes aberrant 
years from consideration. The objection to this is that the past 
trends may not be reflected in the future, especially in the case 
of fertilizer use.which depends upon a number of variable such as 
soil, climate, irrigation, cropping pattern, fertilizer responses, 
infra-structure for fertilizer marketing, credit availability and 
extension technology on fertilizer use management. that are them­
selves highly variable. However, the NCAR. has collected voluminous 
data on various structural factors affecting fertilizer use from 
20,000 sample studies and is attempting a projection of fertilizer 
demand for the next 10 years. 

The Working Group constituted by the Planning Commission, to review 
the progress made in the Fifth Plan, adopted another approach to 
estimate fertilizer demand. This approach, applied to 1982-83 is 
based on the area projections made by the Crops Division and the 
dosage adopted on the basis of ~he actual level of application 
achieved. Assuming that out of the total nutrients consumed, two­
thirds were used by high yielding varieties and one third by cash 
crops and crops other than high yielding varieties, with a consump­
tion level of about 43 lakh tonnes of nutrients in 1977-78 and with 
a total of 37 million hectares covered under the high-yielding 
varieties programme, the average rate of application per hectare 
comes to 78 kgs . .Jj Since the rate of application is higher in the 
case of HYV wheat and rice compared to 

17 Lakh = lTIO~OOO 
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Maize, Jower and Bajara, the dosages used in 1977-78 were 
reasonably computed as 118,,108,64,50, 50 for HYV wheat, 
paddy, maize, jowar and Bajara respectively. The computa­
tion generally lies between the findings indicated by 
various studies and examined by the Planning Commission. 
In view of the level of application already achieved and 
the agronomic considerations, during the year 1982-83 the 
following average dosages are estimated as probable: 

HYV wheat 122 kg/ha. 

HYV paddy 118 kg/ha. 

liybrid maize 
Jowar & Bajara 60 kg/ha. 

N 

78 

75 

40 

P205 -
30 

25 

14 

K20 

14 

18 

6 

In the case of irrigated and unirrigated crop varieties of 
cereals, pulses and cash crops, most realistic dosages 
of fertilizer application have been assumed. 

On the basis of these parameters the fertilizers require­
ments by the end of 1982-83 work out to 78,000 lakh 
tonnes of N+P+K nutrients (51.5 lakh tonnes of N. 17.2 
lakh tonnes of P and 9.3 lakh tonnes of K). It will be 
noted that this estimated level of consumption more or 
less corresponds to the estimate made· by the N.C.A.E.R., 
the Planning Commission and the Fertilizer Association of 
India. 

Estimation of Demand in the Short Run 

As far as the short-term demands of fertilizers are con­
cerned the Fertilizer Division in the Department of Agricul­
ture assesses the requirements of fertilizers for each crop 
season in consultation with the State Governments/Union 
Territories/Commodity Boards before a commencement of that 
crop season. The method of estimation of fertilizer 
requirements in terms of N, P205 and K20 for each crop 
season-Khariff/Rabi-involves the following steps: 
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1. Selection of the best season in terms of total fertilizer 
consumption in each State/Union Territory since 1969-70, 

2. Levels of fertilizer consumption in best season taken as 
the base. 

3. Obtaining the data on ~rea under different crops during the 
selected best seasons, 

4. Conversion of the area under different crops to be standard 
area for the past season, 

5. Estimation of average dose for the best consumption season, 

6. Estimation of required average doses for the curtent season, 

7. Assessment of area under crops in the season for which ferti­
lizer requirements have to be estimated, 

8. Conversion of area under different crops in the current season 
to be standard area, and 

9. Estimation of fertilizer requirement for the current season. 

Average dose in the Season is worked out at different rates over 
the last season bearing from State to State but in on case the rate 
of increment is given for more than three installments. 

Requirement of the Season is worked out on the basis of standardised 
area under different crops and the average dose for the season in a 
particular State. In order to keep the estimates realistic, the 
assessments are restricted to: 

1. As per formula, 
2. 30 percent increase over the best consumption and 
3. as suggested by the State Government in the Zonal 

Conference, which ever is the least. 
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Supply of Fertilizers 

The Fertilizer Division in the Department of Agriculture holds 
zonal conferences on fertilizers with the State Governments, 
domestic manufacturers and others before the commencement 
of each crop season. After the requirements of fertilizers 
for the ensuing crop season are finalized, a coordinated 
and rational plan of supplies of fertilizers from various 
domestic manufacturers and from imports is finalized to meet 
the above requirements of each State, etc, in full. The domestic 
supplies of fertilizers are finalised after the estimates 
of production by each manufacturer during the ensuing season 
are confirmed by the Ministry of Petroleim Chemicals and 
Fertilizers. In drawing up the supply plan of fertilizers 
criss-cro~s movements and long haulages are avoided and the 
whole distribution is regulated under the Essential Commodity 
Act. The supply position of fertilizer to the State 
Governments is reviewed constantly each month and if any 
shortfall in the supplies from the domestic manufacturers 
is noticed that is met from the Central Fertilizer Pool 
which is a Residual supplier. 

Prepared by: 
Fertilizer Division 
Ministry of Agriculture 
and Irrigation 

Government of India 
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Appendix 0 
Synthesized Procurement Schedule 

Al'raa.emente 1M J'OB «:ommocUty Only -
"I'.t,iat •• ,.rately anaDleel 

AU ActivUlee fa Ne .. Delhi 

lJ'S 1NUld .. e,wr. """Ie ... to .ael iAfonnational cople. of thelr· 
011 .... , wi •• ,,14.Dc. 01 da.iI' 'but Hael., to AlD/W 48 hour. alter bld 
C9CDm •• 

It I. a.. .... ... A1D/W •• lapOD will have approved the ba.ic lFB prloJ 
to the foUMrta. acU.tU ••• 

I. 

z. 
3. 

of. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

MMTC cabl •• Emlta •• y tle.lI'ecI type Uad amOUDt 
01 fel'tUber, "'1,,111, .cb","e ud propo •• 41 bid 
openlal elate. 

i:mba •• , pu.e. to AlD/W for approval 

AlD/W approv •• 

Emba •• y ... AlD/W pr.par.llnal v.r.icm of !FB. 
,rlat co" ........ U 

D'Bla e ...... ",.1ll&1l to .appUer. 

~11.1" "ec.lv. II'BI. aDA formulate oller. 

Bid. en roet. Yia mail to He .. o.lhl 

Bid optIDiDl 

MMTC II AlD/'W evaluate 011.1" 

Wln'C cabl ......... etl ... rd. to IJD/W via USAJD 

Traalllll1ttal of appro".1 t. UMTC via USAlO 

I day 

1 day 

1 day 

3 day. 

1 day. 

10 days 

14 day. 

1 day 

10 day. 

Z clay. 

1 day 

3 clay. 



lJ. 

14. 

15. 

16. 

Not •• 
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-z. 

Ia ..... e. of NoUe •• 01 Awarei. (Telex anel MaU) 

."lIe ............ for Performance Bond. and 
trunnUtal to WWT C 

WMTC ... , ..... I ••• ece 01 UCom via USAlD. 
USAlD cabl. baa.mlt. to AlD/W 

LI Com l.neel by AID aDd acee.ed by ,uppllel" 

Total 

,., ru., .• ~ .. 1B1 ,.riod ot .. "ner. could begin 
.~"mately ~ .... u att.r receipt by 
.""al .... el L/ Com. 

(b) ImmecU.t.ly alte .. bicl openlna MMTC would cablft 
AlD/W IWmb.r of oU .... rec.iveci .0 that AID/W 

1 day 

10 day. 

3 Jay. 

1. cia.YI 

78 day. 

caa be •••• red of had •• ~.en lent copi •• of all of!~rs 
by 1\1,,11.1". 

(c) Time lape. from bid openinl through l.euance and 
acceptaac. 01 L/Com • 45 day. . 

(cl) OU.r. "cna1c1 hav. to b. yaW lor 18 dar. 
(St.p , • throulla Step' 13. ) 



Af1f1ENDIX E 
Fertilizer Promotion Logical Framework 

Narrative SummarI Objectively Verifiable Indicator., MeanB of Verification Important ABBumptions 
Sector &iI.1s Measurea of Boal achievement: Data, ABBumptions: 
Iln:re •• e agricultural output over Annual averalle growth rate of crop GOI statistics on agricultural production. II Normal" weather over '7Q- '82 period. 
lq?Q-83 period. output of ·l'our percent Review and syntheatze relevant evalu- II Nornla.ll' plant disease and plant In(e.t-
Increa.e small farmer lncomee Continued participation of small farmers .. tlon reports of ARDC, SFDA/MFAL, ation. 

In adoption of HYV package. Program Evaluation Organization, REC Implementation of projPcted levela of 
etc. .......... , ••• ".,'''0' .. , m ••• d 

complementary inputs. 

Project Purpo.e, EOPS: Data prepared by Fertilizer Section, Current crop/fertilizer price rrlation.hlpB 
Maintain current momentum of Increaae national fertilizer consumption MOA. wHI be maintained. 
fertilizer consumption on an eqult- at an average rate of lO%/annum. Planned increase in rural credit will he 
able ba.is. Increase growth rate of II lagging'l areall 'Jsing NCAER study as a bench nlark attained. 

relative to State averages. may be necel!!lsary to lund sample Investment plans for complementing inputs 
Continued participation nf omall farmer. 8ur'"oley to evaluate progress. will be achieved. 
in increaled fertilizer consumption. Planned extension activitiea in lagging 

areas will be implemented. 

Output a: Mallnltude of Out~t: Data prepared by Fertilizer Section, Tranaportation and storag(" will not be 
Adequate .upply of fertUlaer Con.umption of approximately 25 million MOA. a constraint. 

at local level_ N.T. of fertilizers. Data prepared by Fertiliz.er Sections, Current foreign t-xchange licture will 
Espanded base of co·naumptlon. Additional supply points will be establlBhed State DOA. not change dramatica 1y 

I 
in the 11 lagging" areas. Jointly agrepd upon GOI/AID Production capacit, will develop on 

evaluation studies of distribution Bchedule. 
and promotion activities 

~: implementation tar let.: GOI Reports and instructions. 

GOI: Government budget to cover GOI: 
fertUlzer Importa, transportation Continuous Import program sufficient to AID Procurenlent and disburse-

coata, promotional activltie a, per- maintain neceasary buffer stocks. ! nlent re cords. 
I 

aODDel aalarle. and general operating AID: 
expenaea. FertUizer ImporU according to following 

AIDs $ 150mllllon for fertUizer schedule: 
$22 mi1* importa_ FY lH9 

FY 1980 $49 rni1* 
FY 1981 $79 mi1* 

-I *landed cost 
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,. O~'JL!RCH 15 . .-121.2, APAC APPROVED SUBJECT PID. rOLloII ~G 
IS A SUM~ARY or ISSUES/CONCERNS EXPRESSED AT APAC WHICH NEEn 
TO eE ADDRESSED DURIN~ PROJECT DEVELOPMENT. 

'.)_, (1) ~ROJEct GOALS· 
~ __ . 0) PROJEct PAPER (PP) SHQUl08E CLEARER THAN PIO O~ IN­
~7';~- TENDED ROLE OF' IF'~C DISTRICTS, I.L, AS A MEANS TO MEASURE 

TARGfT 8EHEr.ICIARY 'M~ACT RATHER THAN SPECIFIC F'OCUS OF' U.S. 
fUNDED FERTILIZER. ,,": . 

'A-: (e) LONG-TERI4 EXP~CT[O '(FrEeT! OF' PROJECT, SUCH AS INCREASED 
,,It I SWALL FARWER' USE OF fERTILIZEft, ALONG 11TH LONG TERI4 EFF~CTS 
,:;!) !! or PROJECT' ON INDIA'S FERTILIZER SUPPI.Y AND OEt-UNO. SHOULD 
:0 I 8E AOO~ESStO. ' 
." 

':r: (2) SINCE PROJECT TAKING SEctORAL A~PROACH O~ F"ERTILIZER 
)J AND ITS USE, p~ SHOULD INCLUOE 8ROAD DESCRIPTIO" OF FERTIL-

.'L TION, SALES AND DISTRleUTIOH SYSTEMS, AGRICULTURAL PRICING 
',:. POLICIES ao~ eOTH IH~UTS AND ~ROOUCTS), EVIDENCE OF 
·-'C---t, GENERAL RESPONSIVENESS OF FE~TILIZER SECTOR TO SMALL FARME~, 
Ijj \ AN~ ANTICIPATED USE, IF ANY, or K~O'N PHOSPHATE RESEPtVES. 
: 'r~ '.:: .)' 

0) EVALUATION -. . 
APAC ACCEPTS ,eASIC PRINCIPLE OF' IFPC PROVIDING STANOARO 
OF WEASUR(WENT FOR EVALUATION rOR rERTILIZE~ SECTOR PER-

-, ,-:. --i r 0 ~ 14 AN C E I N G ENE R A L , A ~ 0 T HIS PRO J E C T '" PAR TIC U l A ~. R E -
LATIONSHIP or EVALUATION or ,FPC AREAS TO rE~TILIZER 
SECTOR IN GENERAL ,OULD NEED TO 8E CLEAR. FOR EXA~~LE, 
THE PP SHOULD ADDRESS THE DEGREE THAT THE ELEMENTS OF' THE 
IF~C ARE INOEED APPLICABLE TO SECTOR AS A 'HOLE. IN THAT 
LIGHT, AND IN VIEW OF OeJ£CTIVES or PROJECT, AP~ROftRIATE 
STANDARDS OF MEASUREMENT AND CRITERIA rOR FINAL EVALUATIOH 
or PROJECT SHOULD BE CLEARLY SPECIFIED I~ Pft. (O~E AO-
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DITIONAL MEASURE MIGHT BE THE INCREASE IN NUMeE~ OF SUCH 
SMALL AND MARGINAL FARMERS ~SINC F[RTILIZER AS QUANTIFIED 
IN NCA~~ OATA USED IN ANNEX. 7·ar 'ID.> EVAlUAT~ON CavE­
MANT SHOULD B£ INCLUDED IN LOAN A~REEMENT SO THAT TECH­
"'QUES SHOI" SUCCESSFUL IY EVALUATION AND AGREED TO 8Y 
BaTH ~ARTIES WIGHT BE IMPLEMENfED IN LATER PROJECT STAGES 
AND THAt PR08LEMS IOENTIFIEO BY [VALUATIONS COULD BE COR­
RECTED BY MUTUAL AGREEMENT. FU~THER CO?MENTS ON EVALUA­
TIONS IILl FOLLOW AFTER DISCUSSIONS 11TH OR. GOTSCH ON 
MA~CH 28. 

C_> PROCUREMENT -
'ReCUREW[NT 'OF FERTllIZE~S FOR TH~S PROJECT IS COMPLI­
CATED DUE TO AMOUNTS AND AID EMBARGO ON fERTILrZER ~RO­
CUREWEHTS 'HICH IN EffECT, PROHIBIT FINANCING FERTILIZER 
SHIPMENTS FROM THE u.s. DURING PERIOO FE8RUARY 1 TO MAY 
3', UNLESS EXCEPTION GRANTED BY AIO'I. (SEE REFTEL.) 
SCHEDULING OF PROCUREMENT $HOULD ASSURE THAT FINANCING IS 
AVAILAelE 'HEN NEEDED AND tHAT SUPPLY ~~ETS ANT1CIPATEO 
DEMAND. IS 'lONG-RANGE CONTRACTING FOR SHIPMENT AND 
DELIVERY OF F~RriLIZER ONE ~OSSIBLE SOLUTION? R. "LEY, 
SER'CO~, ~LANS TO ADDRESS THESE QUESTIONS DURING O~E 'EEK 
TOY IH NE' DELHI. *E ASSUME Gal HAS ITS 0.,. SYSTEM AND 
SCHEDULE fOR PROCUREwENT OF COMMODITIES, SUCH AS rE~TrL­
IZER, AND THIS COULD IE ADAPTED TO AIO REQUIREMENTS. PP, 
IN ANY CASE, SHOULD BE VERT SPECIfIC O~ PROCUREMENT 
ARRANGEWENTS. 

(5) sueSIDIZATION -
EXTENT OF G~I sueSIOY IS OF CONCERN. PP SHOULD ADDRESS 
ISSUE OF SUBSIDIZATION OF FERTILIZER AND HO. IT RELATES 

TO VIABILITY OF SECTOR. 

(6) ENVlnON~ENT -
THE APAC ACCEPTED RECOMMENDATION FOR A NE~ATlvt OETERUINA­
TION. CERTAIN PROJECT-SPECIFIC GR COUNTRY-SPECIFIC ISSUES 

SHOULD BE ADORESSED IN THE PP IY THE PROJECT TEAM. FOR 
EXAijPLE, THESE MIGHT INCLUDE CONTAMINATION or SURFACE OR 
GROUND'ATE~ SUeSEQUENTLY USED fOR 8ATHING OR CONSUW~TION, 
OR AOUATIC PRODUCTS IHICH ARE CONSUMED. RECENT FIELD AS­
SIGHMF.NT OF OR. FRED HueSARD WAY HAVE SURrACED USEFUL 
SOURCES fOR ANALYTICAL ASSISTANCE. IN AOOITION, MISSION 
SHOULD REQUEST ANY ENVIRONMENTAL DISCUSSIONS OO~E ON 
FERTILIZER ~ROJECTS IN ~ANGLAOESH, SRI LANKA AND PAKISTAN. 
VANCE 
8T 
13117 
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5CCl} - COUNTRY CHECKLtST 

Appendix G 
Page 1 

Listed bflow 're, first, st.tutory criteri •• ppl1c.ble qener."y to FAA funds, .nd then cri~eria 
applic.ble to individual fund sources: Develo~nt Asslst.nce and Security Supporting AS5istance 
funds. 

A. GENER~L CRITERIA FOR COUNTRY 

1. FAA Sec. 116. Can it be demonstrated 
that contemplated assistance will directly 
benefit the needy? If not, has the' 
uepartment of St~te determined that this 
govern~ent has engaged in consistent 
pattern of gross violations of Inter­
nationall¥ r~cognlzed human rights? 

2. FAA Sec 481. Has it been determined that 
the government of recipient country has 
failed to take adequate steps to orevent 
narcotics drUQS ~nd other controlled 
substances (as defined by the Compre­
hensive Drug Abuse Preventf~n and Control 
Act of 1970) produced or processed, in 
whole or In nart, In such country, or 
transonrted through such country, from 
Delnq sold ~lleQally within the juris­
dicti0n of such count~y to U.S. r~vernment 
rersonnel or the~r der~ndents. or from 
entering the U.S. unl"wfully? 

3. ~~A Sec 620(b). If assistance is to a 
0:Jvernment, hdS the Secrl!tclI"y of State 
deterTlined that it is not controlled by 
~he International Commun!st movement? 

4. r;\A Sec. 620(c). If t'lssi stance is to 
oovernment, Is the Qovern~nt liable as 
debtor or unconditional guarantor on any 
debt to a U.S. clti2e~ for goods or 
ser.lces furnished :>r ordered where (a) 
such citiZen h"s e~hausted available 
leodl remedies and (b) debt Is not d~nied 
,)r cor. tes ted by such government? 

5. rAt. Sec. Ii:Cl(~).J.!l. If assistance is to 
a government, has lt (including government 
~aencjes or su~jjvislnns) taken ary action 
whiCh hdS the effect of nationalizing, 
e)(rrcori lit I nq, or ntherw1 se sei z i n9 
owner~hip or control of property of U.S. 
citizens or f'ntities beneflci~lly owned 
by tn~ without taklnQ steps to d1scharQe 
i'ts nbl igcHions toward such citizens or' 
entiTies? 

Yes. 

No. 

Yes. 

No. 

No. 



- 95 - Pale Z 
6. fM Set. 'HI41, 6:Ql6lihir. Su. ID7, 

Iff".' .\'~CAl c.D1U a CC I-.uw.4t 
CDIIoI&.t.,:(~ Iid1 &uutMu hi Jl'LDv4dtd 
~ til" 5«..Lll~t 1laIl&lbU~ c' ViLtAtII, 
C' .r.l~.:t4A, w', c w.b~, Ug&AJ.a, 
""l""'~~. CIt M~.:l14~ 

7. ~_SfC. 6?n~I). II recipient country In 
• ny ~'Y fnvo v~ In (I) ~ubverslon Of. or 
ni II ~ry 1~9ress;on 191 InU, the United 
5t.tts or Iny counlry rec.lvfng U.S. 
uSiHlnce, or (b) tile phnnlng of luch 
,~b~erslon or 19Qressl~n7 

,. F.u ~t'~ ._!1.Q.Lll.. H.s the country per­
mi t It'r, or fa i Ted to take adeQU4Itt 
relSurtS to prpYent, the da~ge or 
destructl"n, by nob .etlon, of U.S. 
~,rC'n,'rty ? 

9. f A). Sec. 6?O( Il' If tht' country hIS 
f.llpd to inst tute til. Invest~nt 
yua rant1 rro~ra~ for the ,peclffe risks 
~f expropriation, incony.rllhillty or 
r0nf;sc~tion. lIa~ the AID Admlnfstralor 
I.H'l'n the put year consloerM denyfng 
a~slstan(e to such 90vt'r~nt for thfl 
rusun' 

10. fAA <,ec. 620(oH FI~he~n's ProtKtht 
~ct.!...ll"(. 5. country hiS sehid, or 
;'.l!~"ff"iIiY pe~lt!' or unction Igllnlt. 
Jny ~.S. fiShing Ictlvltles In fnt.r" 
rod t 10fi/11 .. ten, 

I. ',as Iny deduction required by Fhhtr­
Diei1'~ Protective Act b.en _de? 

b. "as (o~~lelt denial of Isslsta"c, 
been considered by AID A~lnjstrltor7 

11. rAA ~fC. t'?C'(Q); ~2L2!.c. 50], C.) II 
tnP(:ov~rnlllt'nror the r~clplent country 
In r.dault on Inter~st or pr1nci)1 of 
any AID IOln to th~ country1 (b Is 
country In dlfault ~xcetd;n9 one year Oft 
intt'r~st or ~"'Inclpal on U.S. lOin under 
progrllll for ... hlch App. Act appropriate. 
fund~, unll'S5 debt .. s Nrl il!r disputed. 
or dr 'oprllte ueps lIk~n W cure d.falllt? 

It. fAA ~tC. 620(1). GJf cont~llttd lufl­
tlncr II dtyelo~nt lOfn (fncludfng AlIt­
Ince loan) or lecurf~ lupporting IlltltlRcl. 
hiS the Admlnfstrator tai.n into ICCDMIt \hi 
percentage of the Ccx.ltry'l bud~t _tclt h 
for ,"11 I tary eapendf Lures. the ..,,,,t .f 
foreign IXcMn9t lpent on .11ttaFy equt...,t 
and the .-aunt spent for the pureha •• of 
sophisticated weaponl systel51- (An 
,,(fln;l4th. ansllfer My refer to the ACON 
of tile tAking into account, e.g.: -'n II 
reporl~d 1n annual report on f~l~ntatton 
of Sec. 620(s).- Thls report II prtPlrid 
at the time of approval by the Admintstrl· 
tor of the Operational Year Budget. 

No. No as sistance will be permitted to 
thl.!se countries. 

AID is not aware of any such involvement • 

No. 

No. 

No such actions have been taken against 
U. S. fishing activities in international 
wate rs. 

No. 

No. 

No. 

Yes. India spends. a relatively small 
amount of its foreign exchange on military 
equipment. Latest available figures are an 
estimated $200 million military imports or 
2% of $7.5 billion in total foreign exchange 
in FY 79. India will spend only 16. 5"/0 of its 
central government budget on defense in 
FY 79/ FY 80. India's military purchases 
include a variety of modern weapons system! 
bought primarily from the U. K. and France. 

http:subversi.on
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~rd changts tn the SIC. 620(s} f.ctors 
occurtng tn the course of the yt.r. of 
sufftctent stgniftc.nci to tndicate thlt 
an afftnllttvi .ns .. r .ight nttd review. 
shOuld sttll be reported, but the statu­
tory checklist will not nonlllly be the 
p"fernd vehicle to do so.} 

IS. FAA ~f<. 620(t}. Has the country s.vered 
dip'o~tlc relations with the United 
~tates? If so, have they been resumed 
and hive new bilateral assistance agree­
ments been negotiated and entered Into 
since such resumption? 

14. FAA Sec. 620(u). What Is the payTllent 
statu; of the country's U.N. obligations? 
If the country is in arrears, were such 
arrearages taken into account by the AID 
Administrator in determining the current 
AID Operational Year Budget? 

15. FAA Sec. 620A. Has the country grant~ 
sa~ctuary from prosecution to ~ny indivi­
dual or group which ~as committed an act 
of international terrorism? 

16. FAA Sec. 666. Does the country object, 
on basis of race, rE'1 igion, national 
origin or sex, to the presence of any 
officer or employee of the U.S. there 
to carry out economic development pr09ram 
under FAA? 

11. FAA Scc. 669, 610. H~ the co~, 
a6t~\ AUgU4t 3, 1977, detiv~d O~ 
ILCcf-<-vc.d nu.cte.v.. CIVl.U:hlIIe.n.t M Il£pIlDC.U-

6-Ulg e qu.{pmC11.t, mo...tc. Ua.U, o~ tc.c.hnDLo g'1, 
W<..lh.,lu,t 6.~6.i.c.d aJVla1Ig£JlltJl..U 0\ 4a6e-
9 u.l. \~ ~ HiLl> U dw ru:Ltui a ru,Lc.l c..aJt 

drv.i.ce a6-tVl AU9U4t 3, 1977 aLthough rwt 
a "rtucl ('AJl- wc..Ip<J n s.tA~" wuivl the 
ncnp.'LOu 6VULU..un .tIl.&tyT 

Page 3 

No. 

India is not in arrears regarding 
its U. N. obligations. 

No. 

No. 

Based on information received 
from the State Dp.partment 
the answer to both of these ques­
tions is no. 

II. FAA Sec. 9nl. Has the country denied its No. 
citizens thE' right or opportunity to 
emigrate? 

Il. FUNDING CRITERIA FOR CI)../NTRY 

1. Development Assistance Country Criteria 

a. FM Sec. I02(c), (d~. Have criteria 
been established, and ta en into account, 
to assess commitment and pr09ress of 
country in effectively involving the 
poor in development, on such indexes as: 
(1) small-farm labor intensive agri­
culture, (2) reduced infant mortality, 
(3) poru]a t i on g rowt h, (4) equa 1 ity of 
inco~ dlstrihution, and (5) unemployment. 

Yes. These criteria are based on 
India's Five Year Development 
Plan (1978-83) and incorporated in 
Country Development Strategy 
Statement (CDSS). 



(1) ~akin9 appropriate efforts to iner •• s. 
food production and impr()ve Mans for 
food storao~ .nd distribution. 

(2) Creating 0 favor.ble cli"~te for 
for~ign and domestic private enter­
prise and inv~stment. 

(3) Increasing the public's role in the 
developmental process. 

(4) (a) Allocating available budgetary 
resources to development. 

(b) Diverting such resources for 
unnec~ssary mil itary expenditure .nd 
inte, "ention in affairs of other fret 
and Independent nations. 

(5) Making economic, social, and political 
reforms such as tax collection i~prove­
ments and changes in land tenure 
arrangements, and making progress 
toward respect for the rul~ of law, 
freedom of ~Apr~ssion and of the press, 
and rec09nizing the importance of 
individual freedom, in1t1ativ~, and 
prIvate enterprise. 

(6) Otherwise responding to the vital 
economic, political, and social con­
cerns of its people, and demonstrating 
a clear d~termination to take effective 
self-help me.sures. 

d. Ff..A Sec. 201 (b6, 211 (al. Is the 
country amon9 the 2 countrIes in which 
development assjstance loans may be med. 
in this fiscal year, or among the 40 in 
w',lch development assistance 9r.nts 
(other than for self-help projects) mey 
be made? 

t. FAA Sec. ll~. lIill country be 
furniShed, in same fiscal year, either 
security supporting assistance. or 
Middle East peace funds? If so, ~ 
C"I1.ilJtC.U tpe.c.i.6..i.CJLUIj a.u.titD11.-i.ud .udI lUI 
06 6und4. D~ is assistance for population 
programs, hu~nit.rt.n aid through inter­
national organizattons, or regional 
programs? 
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Yel. 

c.l. The Government of India has placed its 
highest development budget priority on 
agriculture and rural development with 
increased efforts in irrigation, dairy 
development, rural electrification 
relearch on high yielding seed, cottage 
industries, agricultural credit etc. India 
has recently agreed with the World 
Bank(IDA) on a grain storage project 
to .construct an additional 3.6 million 
tons of sto rage capacity and is beginninl 
to plan another 1. 5 million tons of 
storage with future as sistance from oth., 
donors. 

2. India welcomes foreign private invest­
ment in priority a.reas involving needed 
technology or production for export. 
Domestic private investment in India' a 
mixed economy is encouraged. 

3. The present Government emphasizes de­
centralization of decision-making and is 
promoting greate r state and local 
involvement in the development process. 

4. a & b. In recent years, Government of 
India defense expenditures have declined 
as a percentage of the total central 
government budget. Proportionally more 
funds have been available fo r develop­
ment purpo se s. India is not intervening 
in other free countries' affairs. 

5. Democratic elections in March 1977 
restored full political liberties, a free 
press, an independent judiciary, and 
respect for human rights. 

6. The present government has a strong 
commitment to improving the lives of 
India I s poor through a strategy of ru ral 
based employment opportunities and 
agricultural development. FY 1980 
budget has a strong rural bias. 

d. India is in both of these groups. 

No. 
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t. )fcurity Supporting ASsist.nce Country 
crlterl. 

•. F~ Sec. 5028. Has the country 
engaged in a consistent pattern of gross 
violations of internationally recognizFd 
hun~n riqhts' Is program in accordance 
with policy of this Section7 

b. FAA Sec. 53i. Is the Assistance to 
~e furnished to a friendly country, 
organization, or body eligible to 
receive assistance? 

c. F M Su. 533 Ie ) (2 ) • ~ a . .u.ut4ftct 
und.:.,t the Sl'uiJleAII A6w.an SpuiAl r.!e.qu.~­
rncn.U 6W1d be plLOv.i.ded to MoZ4Jllb.iqILt, 
M90la , Tan ZDJU.a , 0-\ Zamb.iA? l6 40, Iuu 
p . .u ui £It.t due. 'lfrl.i..nt.d ( All d -\£.pO ILtuJ. .to .tJa e 
Co n:!.tU~) .t.fuLt 4 u.dt a.u u.ta.n.c.e wi..Lt 6 Wt:.tltu 
u. S. 6o'lt.t.gn pctic.y ~U 1 

d. FAA Sf'c. 609. If connodH ies are to 
be granted so that sale proceeds wi~l .ccrue 
to the recipient country, have Special 
Account (counterparl) arrangements been 
rr.!Jde7 

£. Aft' s~c. 113. will u~ 1144,u­
lilna e p'WJ:uied 60.\ the puJl.poH 06 
.u:.d.Ut9 d-i./I.R.Ul..1j the e660w 06 .tie gOVeM-
1rICJt.l 06 ~uch caUJt.t1uj to IltP'l,LU tnt. 
lcg.il.i.Jra.U .u.gh.U 06 .the po~~,.. 06 
4 .... cJt c.owt.tJly ccnt'IAAY to VIe UrU,vVL4ctl 
!lec.Lt.uLU.(lfI 06 HWNl1\ ~ghU 1 

6. FAA Sec. 6~OB. IL',(U Hc.u.'Litlj 414ppolLt-
.(J:!) a.6~.u tolllCC ht: Ou'lJt..Uhc.d.to AlLge.n.tina 
J {C'-: 'I. S'TtCJf1be.'t 30. 197 8? 

Not applicable • 

Not applicable. 

Not applicable. 

Not applicable 

Not applicable 

Not applicable 
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L1stl!d belo," ,1"1:. fi"~~, ~ Hlltc!r,~ ::riu:,"i~ !prlicc: 1e ;:::ne-", ':\ t: ~r-'(.'c~; "i',·, rA~. fl!'l::~. d"~ 
t"~" O!'(l~t;t cri'erl! i.Pf,l :!Cle ~I) i:lni\,j~<i": fl:'1C S:ll:~~(:~: ~;(:I~;.);-.r~",~ ;,S::-;ti:'jCf (. ~trl ~.:;:­
Cdtt\)Q!"\ fer criterl~ a~;;~ caolt. (l~l} ~G LJitns): cnc ~(-C\!rj·.,: ~:J;,r(";rt'r.·: I<::':i:'l:~' f~·,C~. 

i. 

{ . 

~ . 

. . . 

6. 

l~ Coe~;TRY r:'~::I:L; :;T ;'r Tv 
r,Ei'Er.'[: rJr. Thl~ fi;-' '_C17 

r: ~ C ,- I" ':' \ 
... ---. -. .;,,- ~- ... 

(~) D':!!crit,:o h"w COr-,."1ittl'e!, (I,. h~,;c~ri~­
tions C'f SurkitE' ar:~ Heuse h.;v~ t~en 0" 
• ill t-e n~,t'iiec torl~err1:1~ tl,!, prO:CCl; 
(1:,) '~ JSS1~t.i:l~e "itn1n ((I;)er~:'ll)n~l 
I~.r G~1~~t) CL~ntr; or I~t':!"~~~io~al 
crCX1·,~vt~':Jr'. ~11oc,,',i(,i1 re~rtej to 
Ci:nc"e!~ (0:' ~:,: 1'"oJre lh~n $i rr::1ier, 
OVE'- '.'1" t f 1~~re 

~,,;.. ~r>r.. f,i](~)(l'. "-;or to o~iiaHion 
ilil~,c-es' cf n:);J,~;J. I~iil t~lere 6t! (4) 
en~jrleE'ri'l';. f1n~~ci,,~, t~d c:n~r plans 
neC(,~~3r1 t8 carry c:ut P.t: l!S~ istar.cp and 
It) ~ r~~s('r""IY firrr esti,..~t,~ of Ure 
co~, tc li,,, L.). CC ~"f.;' c:;slstan:e? 

r fA S~:. f 11 •• )( :' \, Iff u r U'e ~ ] eo i s -
'-,-,'.--... ~--~-- --·~'l"'" -/ '.~., . ,.-.;c • I _ l , ",' c c t , " . s c ,u .. e _ w" 1. n'" r' ' ,n • 
C~U"i!"Y. ",'idl is t,dl i , fer reds~nable 
ex~ect3: ,or, :h~t ~uch a,t 1,)0 lI'i 11 t'e 
(;:;1'"£1[·~.::: in t1fT(o l:J I'err"t 0rde~iy 
accc~rll~~~p~t cf pU~~05e 0( t~~ ~ssts· 
t~ nee? 

rA~" 5K. C(~): k,r;'!. SAC, 10'. It for 
rij:f. r or" )W~r.~r:rrj~-~?-rcnd re~our~e 
:cl1strLJctio:i. nas iJr(l2€'C~ ~t t/l~ stan­
oards /ltIC cri!eriii as r~r .d-.o!. P~C1: 
CJld 5t:.wk1.·;..\~L: e,7.~ r :..:JtI1 ...... I:' u..w.'! tlna 
/:U..-~.:.J L'l.'1.!:. Ruot.:.t.::.U c. •• :.;u:d Oc.~·.o':'V1. :'5, 
19iH 

rM St"<:, i2..li.£l, If ~'r.j'~:t ~~ uoital 
mT>ton'~e I.f.g" t:0r,str.Jrtio:>r,). ~,,~ all 
U.S. aSS1St..lncc· fr,; it ",i',1 exceed 
S 1 I".i 11 irjr" ~'3 ", s~ iur, Qi rf':tCi certified 
tt>~ ((luntry's calh:tll ity efffctively to 
(l'dir.ti!:1 6nd u~i1iH tnE' proJect? 

F~ Sec. 209,6](;' is pr(1jE'ct su~cePtible 
~f eAecu~ian ~s par: Dr re~icnal or m~iti­
lat!!ral project? jf·sc w~y is rr()j!.'ct not 
~o e_!cut('d? InfonMtio~. ,,-rid conr:l..:s1on 
wt.ether ass! Hc!'1Cf. wi 11 e llco!.. ra 9!! 
r£'cio1~1 d(!v{:":):'l'lei";t rrogr~r.-:.. jf 
assistance is f.:r n~'l'y in:'c;:,!'ndt>rt 
(ounfrv is It. fur~',s~~'~ t ~~u::h :~ur:j-
1 ~ t e; 6 i '0 rga 0 i Zl tic ~ S c, r p j r, 5 . to U: to 

r .. ni~·'..;n ~j{tE:n~ arpr(l~rlate 

(a) Farrnal notification wil! 'ne pro­
vided to Cong:-essional Committee: . 

(b) Yp.s ir. Cour.try OYB. 

Yes 

None needed 

Not Applica bie 

Yes 

No. 
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rAt SK. £-OHa); (r"~ s(·~. 2011~i far 
c;r\lti~CJ"~n~ lOan!). ~r.1;r::~r. an 
condu~\c.ns wl~r r;!·~.; t.::. t will eocou!"f.ge 
.Horu (If V·(· country to: (6' in:!"!a! r· 
th·~ flow of folHnetlonal trA::r:i (b) 'ft;~­
t~r prt~<ltt 'ni~\ttivc ~nd cOII',petiC.icII ·j 
(c) fncour.~e del'~lopo'llent arid uS! of 
Ccor~rIt1"ts. credit unions, and sa\'io~s 
and le·an tH~lllttons; (el) d;scC"urace 
~~nOiX· lhtt.: ;:ractic!s; (c) ilnpr(l"e- . 
tccrlldcei efficiency of industry, agri-
cL'Hurc en" (.oil'lTlerce; 4pd i fj $trf:r>ctl'i ~n 
frt't j6~or 1Ir'.ions. • 

e. F'~I.. Sec. l:OlitJ). In~orr ... ~ti .:n ~n~ C('j~· 
ClusTOr;CinFo;;;'-r·n.l~ct ,d 11 encourapf: 

s. 

U.S. ~rh'a~" trade and 1nycstr.~r.t tbrcad 
/!nj tn':(\u,.age ;:rivete U. S. l)art;c1pllt ;r: ~ 
i n fo r ~i~r t~si5tanc~ programs (ioc1"1ing 
u~e D" pri~9l~ trade cha Gn~15 tnd the 
se-vice~ of U.S. priv&tc enterrris ~ ). 

FtJ. '\o~ r;'. ~:" . Sec ~·I: '''t· \ r' er.cr'· ..... - •• ., . L. ... J t...-=...:: ' \,l. ft. ' ~. .., v LI _ 

~i~~ :.~\::;-U:--;.,~:.. ur~tt to t he 
!I'Him\#!1 u. ~Q n t POH lbl ~, ttl£: ct'~i.tr)' i~ 
c~ n tri ~ ,t: n r 10esl cur r~nc j f5 tD m~ft 
tnt co~t 01 c~rL r !ctu!l tn~ other 
s!' :·~· ;ce~. , t . j fc·reiQrt rurl'E'''cip.~ (J"'''fJ 
1)1' th£ L' , ~. ~r€ utl i ilN to nlP.t;t tile e(lst 
of CD~tJ ~ctu~l and Dther sE'rvices. 

E.!:!.~_~f,( . .fi2(d). [\)~~ t~e U.S. (rtfn e)(ce:~ 
'( ~El;r. c.;r r e:·I C,~ and, if ~(), wh~t trnn-:;e­
~;! i~t ; ;.iHI: tJ':',' n n~l' e tor i t s rl'le~~~:' ' 

II. .!.9._~: ~c. .'Ir.!.; .fJ.)" &u,::.il tCJI:. fl' H bu:ng 
......:. ... J .0\)1 ~J,i . ...! f'Iu*'Je.cl/..t; C.CYi"\.twc..t, C jt'~~tt, 
~~;.a..::.r., C' ,' .~( :~!pl.1j ~:.;c..! 6""" iV. ,;;' .:uJCA,~ 
p:· .~ I(',·,+'1l. .... ,t Wi CCA an 09 \C-CJlIC'T • .c 6.- ~ tvo;:,£.'U.t­
-'.(1.."" t,~.cJ; .the U",(;(.e.d S<'.At~ r.rtd MIj 
, .00e.\ c.:' · vt..:·'if~ 

u. r~ . .\ $",:. i C- ~(c)'. ~ E'c. 11i; Sf·C. ,21~, 
[),: ii: t~ -",':dc. h O~· t {,TI7~T~;-7"fe~-:­
u ... ~ 1j ir: v(']ve ttir- !){)Cr i n !!!:\'e 'c' iYner;t, 
t·} ~1.terld ·,r'9 i.c::ess tJ CCO{h);':( dt l ocal 
ie v t~. inc~elsing 13 ~o r- inten~ i ve nro­
ductior;, ~~'re~~~ ns i'1Yfstm~r. t cut (rer; 
ci~;~~ t~, !.J;:dil t(l· ... r;~ ilnj ru··,,'j areas; 
6~d (b) ~!1~ dpvcloD t00re'~llvPS, 
eq',~ci~11y by te::h!.i c- al ~~o;i!, tan C: t, to 
a ~ ~ i st rur~l ~nd u r bR~ ~OD r tc htlp 
tt;~n~':!lve~ tt'waro t'E:!tl; r 11ft', f!nd (,t',er­
~I;"I: e nc.OJ i ~CE· cel"(:cl'at ic pr i\lat~· tn~ 
local 9o:Jll err.r. .. .! r,tc!l insti~u:ior.~? 

- 100 -.-.----

The Project will cont.ribute t(; an inC!'eaE:e 
in the flow of international trade in agri­
culh!:-e, foster private initjative arno;'b 
farmers, encourage devt:1oprnent of co­
operatives and private sector trade. im­
prove te.chnical and productiye efficiency 
of agriculture and im.prove farm jncome. 
The project is not concerned with labor 
\.mions. 

AID loan funds ar,~ expected to bE: used 
to purchase fertilizer from the t!. S. 

India will contribute c.p?roximately '10(~:· 

of the costs of the program. No 1.1. S. 
o·ver.ed rupees are being uSF~d in thi 5. 

project. 

( ThedUS owns, Indiii'-1l. r»pees that ~re being 
(use for V&TlOUS Ub l.l"vt. agencles :pro­

gram and administrative f:mpport ar. a theSE: 
( currencies are eX'P~cte.d to ce lir:rt:i icateci for 
c.urr~nt ongome: G~tlYlhe.s o' ~ er 1J;e next 

(aecalle . P. dedslOn by the Develop:nent Co-
(ordinating C<?m.r.'1ittee (DeC) on Dl: C. 21,'77 

determined tnat local costs of seleca,d 
( proiects in Indjo V{Q~ld .be fln.Anc(~d by Golla:­
( ::.'OlfropriatjQn :i.or 1"1 78 ana l' 'i 79 , no t by 

U ...... c'\vneci local currency. 

No. 

Use of modern agricultural inputs and 
increased productivity ·.,,' ould res\.:.lt in 
i~1?rO"en1ent of incomes of the farn'1ers, 
especial!y small fanners, increased em­
?loyment opportunities for t.t,e rural poor. 
Since cooperatives are involved in 
fertilizer distribution, the project would 
stnmgthen cooperatives. The urban poor 
are not directly addressed by the project, 
but will indirectly benefit from increased 
availability of food to urban "'.reas. 



AID tVlHOIIIOOK 3. flrp f·e 

E1 

t. F:.r. Se~. 103. lC~lt.l~:.J.. 1C~' 
l~t?i~, ~s~~.:~:,n::: ;)(,"~u;:a(; i .. :oiTo.· 
[inciv,'£ C;:l':~ ~r:1 iC3D,e' r"ra9""~~' •• 
e.~., b, t, ttt .•• ~~·tn corrt~~~ncs lC 
'i"lIurc-: cf furc:!. I,Ijec:. ! ~ r.1J:"e t'lan t·ne 
f;:nd r.O'J'·C! ;!. w:e~ fc· ::'~0jE:t. 1r::1,,::, 
r~lE\liln, : .. ra~·t.~'l (:.r L.!Ch !\.'~Q SOJr:r.'; 

(J) (~Cj] for ~!lri.:u1~:Jrf. n.iI· .. ] develop· 
If.'.".t c· nw,riticn; if so, exter,t lc 
~~icn activity lS srecific3]lj 
~e5igned to i~cre~~~ pr0c~:tiilty 
., nc: i neN.II? d rU:"il I pcer; [103",J 
·f icr lI?rl:L.1tur~1 "esh.~c." h 
1ul1 ~cr.(lIJ··t t;:\:en cf r.t't.'cts of ~nl/:li 
f d "!Iler ~ ; 

(~) [.:'l4] for rO<lulHion p~a;,n1nq or 
health; if !C. exte~t to ~hlCh 
a::tl\'it~ e1t~'·ds lG ... ·co~t. intecrat£·tj 
ce 1 .t'ry syner.:3 te J1"ovil~e he/l i th 
an~ f~~ily ~ianni~9 S€(V1CES, 
t:'.n~·:i~ii'y to:· rLJ:'~~ H~~~ arId pr.(.r; 

., 1 
(., 

(4) 

[18~.) for educ~, ior .• r:ubl ie .~C!!"!:1-
1s:.r~~i(.r., or t"JIIlM: r(:.ol,;"c~s 

'It:,:!lor.or.·f-'1t; if S:', ut£~·t t: which 
a::)vlty ~t:-E',,~~r,£'n~ r.cnf~"r.,:l 
! .• :Jen lori. i ~h'5 fc:rro.j 1 ed:J:~ t it·'1 
"'~r< r.:'lp.\,~i·;t, rH'b:;,,1Iy fr;r r~roll 
fl'"11~~$ ~n~ ~~~~~ ~oor, cr 
H rfne! t~'I!~.~ ,,~r,~'~b':-oer.t C~ /).'If; i 1 j ty 
of in5titut:Q'~ rn&bling t~~ poor to 
r,~"l iC1CHC 1" do:yelc.ot·~ent; 

~ 1 C,~ J f p" t:· c ,... f"~ : u 1 c.. s ~ ~ ~ t iH I ~ e • 
' ... n~~r9.1.· I rt~ ,}.! r~. t·;, rc~c(: n: t r'Jct i c r,. 

~n':J se'r!ct'.-<i ~(."'~!~·iJ''ler'lt prcL,1c:r.!:j 
',' ~~, C:1.: .. ~r~t c.·:t~"'ity is: 

',i t~~l1r.ic~l ':~O:.'Hdti~:'1 ~nj o,=vf:loo­
r.··t-:lt, eS~!:':~i1i 1)' \LIH, U.S. privat~ . 
~nc' vc.iu,.,tery. c,r r~r:~on;ll ane ;rlc r -

f'\~t 1 (.j1,j 1 dc\'eb;>r.~ent: ol'~anj~~t1C1rs; 

(c'! "e~e:lrcl: 1nto, /llli; eVcllJatil)n of, 
f'CCrlIJl.li: (11: .... ,~i:Jt>,tent rr'OCt'n;'.?~ a"c 
t.~'Chni(Jue$ ; 

(0) reco'lst,lI'C'tio:: after r.3~ul'al or 
fl'Mlmad!! cis~ster; 

(E) for ~r·p.ci31 d!vrlopl1ll'f!t prcUerr., 
tnj La tntb!e prape:- ut111iatfe~ of 
e~~'lier U.S. in'rilstrvcture. etc., 
ls~si~tance; 

(f: for pr~r~,;r.'.S r( ur~an deveio[J'ler:L. 
~~p·.::ill1~ s;T·~11 il't,cr-fnte:nshe 
ft'ltr:·prisc: ..... 7.1'i:(-~~!:~ systems. and 
I; '1lr : I ~ 1 ~.r c·~r·t':- " ,~s t. itl ~ i Or.5 . to 
~~el: urb!~ ~"0r p~r:~~!~ate i~ 
~.:,~~.ic ar·: ~o:;i~' d~VF1r,,~~nt. 

" . ',. 
,,' 'h', 

!:. .. -.' . 
____ 4 ___ ••• _~ 

The project is directed towards in­
creasing fc!"tiliz.er \:se aDd ag:ric'.~Hu)"al 
production c..:,c inc(,i!11('s c..m0!15 the 
rUc'al poor. 



Ub 

IS) [1~7) b~ pr~~ts for coordln~ted 
rrlVJtf effort to oe'f!(~ a~d 
d1~~t!I'IinHl' ir.t(.'MIlE"dicHe tr:::..hllolo9h:~ 
4~~rcnpiatc f~r jeveloPln~ countrIes. 

c. ~A.~ Sec. nO(a).: S(':. ~Ofi(~~ •. Is the 
rpci~lcnt t~~nlr} ~'111n9 to crntr1tutr: 
flinOs to tI".~ project, "':~ ir. Io'r."t m.nner 
h~! or 101111 j t pronde lHUl ~nces th~t 1t 
~~1\ provide !t )e~5t ;51 of the costs of 
the pro9rarl, p:-ojeet, or /let iv; ~y ~ It.h 
"espect t.o w~ieh th( ds~lst~nce js tc b~ 
f;;r;,i~~e~ iN h~5 H,e ll~~er er.:.t-shr:r;n9 
'eoIJlr!!f':'le~lt bf;'er It'biVE.-d fc'r ~ "rf'il.t:·/'!lv 
ir:.lst.devrl(,o('(!" count:-y}? 

I. HI; Sr::. ll1'l(r,). '..';11 ~rar.t cep;L1) 
~~I!.-t~n(~ De Cl,~ursed for pro)jr:ct oyer 
',orf' tho!n 3 :teal's? If ~o, h,,! ju~tif;. 

cation ~atl~feetory to Con;rtss tten ~~dc, 
ar.c rff:rts fer ("t.hu flnhnc;ng. 0' i..1. 
~ho:. 1U.ci..pW:~ c.c-.IJI.4_~~J ~.'.d.&.ti.:.:c./.i' t.c.:..!..t 
.. ;k II c1 (I.oe.c 1 

c. Fi-.' St':. £(:7; St<. 1 ~ 3. [r tent to ,._- .,.,.------ . 
wnlcrl t~t;lS:'~PC(~ i:ll!:'(:5 lpo:--c~rlGte 

E'."pI'l6~\S or; (1) enC::'lJr~Jirl~ ct'\'clo~,~nt 
r f C e-:~c ra t ; c, ec~' ~(.. '1 C, p,') i it i c u 1, iI rd 
~ocj~l ;nstjtutions; (2; self·helD i~ 
;.leel in] tn~ ('OJntr)"~ f0;'1C net'C~i (J) 
irorovir.:· ~v(.11dril;:)' :::' trai,led woncr· 
PO\y(!P" ir. ~"I( coun~r~:; (.',) rr'C<~riHr.5 
rh s : UrI"J t J r'!':E't the ~(' v:'try . s h~,,: '...~ 
!",~\e~5 ~ l;) c ~r('r 1':j)Cd'''t lilt ~~~~) C~­
t,CCIl7.r;11C, pcI1,',ol, a::c s~·~ii.~ cievelcp­
:,,(··,t, :r,:lu'::'r;: ;na~s~r/; ~ree ),::c,·.)r 
(':'I1CP", CCOptrtt;"!::s, ar,: 't'~·'l.'ntHY 
l\:'.~rl: 1 t~, t:"':nS!1cr:u~ i~n apd c~:~piCi~-
t i o~. i ~ 1 " n~, i rlS a rlr. PJ r : 1 C i::1" ; n i s ~ n ~ ; 0 n ; 
ur~~r, ()CvcIN~~r.:, ~nl) mO:lerniz~tior; cf 
f';stjn" :~ws; cr ;[\ jr.te'drating h'CI'I(,n 
;rto t~e reci~ient CRu~;r}'s n3t;on~1 
~::cnOl!'y . 

f. fA,:" ~ec...:..J!L1J~. lIeW"ibe CJ~ent to 
,,!! ietl procraF rec09nl ;:I~' the ~",rt l:.ul"r 
nee-Cs, cesirn, ~n~ cdP·~citie:, of tile 
p"lp'le of t!.i:: courltrj; ut i1 111:S the 
.Jrtry's ;rte:lectl,;~l re-s(,l!t"C('S to 

er.C(",,;r~.C~ in,titu·.lor~l d~'{E'lc,~.l~I'~; 
~nd ~up;o-t~ ci~ic e~uc~tior and trei~ir~ 
;n ~I.ili~. re(h'ir('O L·r- e'fective Nrt~~i· 
pat.ion in 'J~vernmental In,~ pclitical 
prClCf.SS(OS F!~s~r.r;~l to st:lf-!lcvf'~IlIf.(!r,t. 

•••• ", & ··I,.-I~I"· ., !:'"fl L' 
,.,\" .f r,w~.., .. r. ..... I ... iJ v.., 1 

·---.------.. -----.-illt -

The Govt. of Lrldia will finc.:1C'e more ~h( 
90 percent of its fertilize~ irnp'J!'t pr('­
gram during the period 1979 - 82. A!D's 
contribution would be abOut i pc,:;-cent. 

Not applicable. 

The project cl.ire:::tly cO:1trib'~t<."s ~o t~~ 

country's sdf-hdp eifc,,:ts '.0 i:--,,::::-ei:lS(': 

foodgrain ?,od~ctior:. and m~>I:t i~3 f"od 
needs. It does no: (Erectly c)nt::-irJ'lte 
to areas unde:T items (I), (3), (4) ~,(5). 

but there is likely to be a::-. inc.::'rc:ct 
'i!ffect. on these c.~·e3 s from bettc:r 
incom", and improved qua~ity of life. 
Women will be integr<..tcd into tl1<: 

!~ational economy in tha t gn:c'.l<:T (;!lTI­

ployrnr=nt opportun:ti t::E will b( provided 
to them. 

The project is di: Ect.::d toward 1ood­
grain prodllctionH,eds cf the country. 
Success of this p: ojec.~ is likely to 
result b increased cooperati\'e uctivity 
and greater participati.o:1 by the poorer 
sections of the rural ?opulation in basic 
self- government type t:! cti,·ities. 
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o. r: .. ·. ~e:. 2;:1(b\(~)·iA) IIno -~S"j ~,t~:.. 
"01 (" .. c, ~.-. .,..--n:-'--J ~T C , f:;: ;'(OC. ';' \ll) \' r '. "l.l:~'..!:-' '(,)[,5 

the IcllVltj ~lve reJSO~a~it ~rO~'~E cf 
contrib\;ting ic Pl£ drvl'lorr.-er,.: Clf 
tconC'll":lC resC'urces. or to the In:;rp~se of 
p"pd~:tlv~ CJrar~ties ~nd self·!u~~ainln~ 
c:onc::-ic (jr~wt~; Or' of educ~ticr;~l or 
other :I\r·t~t\.ti:,ns dlrecte'l towct,j soc~i\1 
t'rocr(:s~'1 Is it r"io!tt'j tj ~nd ::::.,~;~. 
t('rt with r.-t~.er de';r.1C';m;(:o:n :;c~i\'it;es. 
p(\ will i~ cOr'ltl'itJ~~ tc r(·a·li;:~l·lE 
h .. ~-range o~.~rc t; v~s? Ad dees P·.)jE:'ct 
Pb~rr p~0vide info·~~tiDn ~n~ c~r'lr:usic~ 
on In /lcti\,;ty's eco'1ijt~ic ane: tt.>\:h~~tQI 
~ (Jur,dr,es ~ i 

h r I.A S .,,., - I.) -) ~ ~. ,. \, r \ ( : \ 
• r ~C.,. I " ~ , tI Li .. e~. .: I I l. l: ~ _\ !. .~. 

il!'OrT':J.l(;.-. MId c()~.:::ius'v' or ;>c~slE.re-' 
t'fec\s Of t~e ~ssi~t!rce en C.S. r:onJrv. 
"HI) ~~~ci3l rcf~rC'1Cf: to I1rt3S "f SlJ:-- . 
stantii:~ labor !Jrr:·;us, /;"C f~ter.t 1.0 
"':licii U. S. CO"'l~.oe:i t i('~ an;; .::~! 1 ~ to~.~e 
are f"rr,i~tH~1 iI', ~ 1"'.T1Ilt't" tc·r,~i~'E'r.t witr 
l",pro· .. ir,~ or s~feO;Jardir.g t~c !~.c:.. OJl.Flc.e. 
of·ptyr£nl~ PQsi~icT1. 

a. F;";, S(·c. nd~.\'1). l~fGrlT.HirJn 
0111.' U;;:;-C;us;or. Dr,~a~l1~t) cf fin~nc­
in9 tn/TTl otr>er 'ree-",c"lG ;wrc(~, 
inclu:',r'I; prhrte S;'Ji-:'C Wl~·.j~, l'.5. 

t,. F~~· ~,e;:. ?i.,i(~\·'·7~1; ~'jl(l~. ~r,f(::""· 
r~ ~ iC;;'-;~com--'iL~I--'~l ',"-2:: "Jc'; t/ ('f 

:t,t CUL~~r) ::: rend:! U",~ 1('e I. i·,~lU·1;;'~ 
r"l'aSonl~~U;~~.;; (,f r"~,,yr'~nt r·ro~;'r:ct~., 

Jnd (2' rfd~0na~1~nt's" iliid ;l'"Jli·.· .. 
(under' :~",~ of co.;;~~r'y ,,',0 l.S.) of 
l~r,c~nc il~,d relerl:li"? t!'rrr:s of t,,/, 10Jn. 

c. p_t Sec, 2C,1(e). if 10cn is M~ 
,~.;:~ plirSl:ilnt t.(, ,j nJ'! [i Ie! tf:l'~ 1 i', ~r" 
(oI',C tne ar()ur,t cf tire lCdll e~:1?·2r.; 

$l00,OOJ, h~s cCo.:n:'·." suttnitL.;d ~c r.,:O 
ar apclic~tlG' f0r 5~C~ fundS t'set~rr 
",iVl i'lssu~an~~·s to incic:;V ~hr.t f'Jnds 
will ~e u,e: i r ~'1 :~:(;f!u!"'i c:,; 1) ,,"j 
t€ch~, iCJ 1 iy SC'~~d m.ln"l';r? 

d. FA:' ~PC. 201 (f2.. :X-E'~ ;::-OJ£Lt pa;>~r 
descrit:e ho,., projl';:: will prorn.:.~(, t~e 
co~r,trv's <,cono!";c (l~Vf;.);x:,:.'r't tilK1!"Q 

ir.to rlC~~UIl: th~ tcuri~r'y's "u."l!r, al'!d' 
rr.:terial reso~,r"cr.s ret:;'Jir".:·.~-=n!.s end 
relatioTi~r.ir h;t .. '~e'. uiti!:1tte o~,jE:'a;tives 
of the p:-C'~~ct ar,d o~~ra 11 ,=col'!~r:',i: 
d'!vel~,,:r,pnt? 

The project contributes directly to 
increc.sec foodgrain productior, ar.d 
indirectly to other aspects of rural 
development. It is related to and 
consiste~t with other development 
activitie sand long- range objectives. 
The PP concludes th2.t the project is 
econorrJ.calIy and technically sound. 

There will be no adverse effects 
on the 11. S. economy. 

The U. K. Govt. nae provided a grant for 
fertilizer purchase. AID is not aware 
of interest in financing by U. S. private 
sources. 

India's growing fo>dgn exchange reserves 
are an indication o' ~:he country's 
capacity to repay. Additionally, tl1e loan 
will create increa 5 ed potential for pro­
duction, the procef.ds from which will 
contribute to loan repayment. Funds will 
be extended in compliance with Indian and 
U.S. practices and under AID's con­
cessional rates; 

Yes. 

Yes. 

http:eason...er
http:assist~r.ce
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t. F':.t. S~::. ,DZia). r,t,al II':'ClJr.: of 
IIIO/\,!~r 1( . .,/\ ... r i cl". ; ~ go; n? <l; I'C'C t I}' 
tc prh.tr enterrrise, 1s 9" in9 tr. 
1r,~l"IIlfdht~' cre.:li: ,r.~titJti(\ns c~ 
other borro.rr~ (or ~se by rri~att 
e~t!rpr15e, is b~ing used to (inanc~ 
1m~rtS frc~ pr1v~te suercPoS, or 1s 
Cith~rwlse b€.n9 l:3e-G tc: flnanc~ r,rocurl'~ 
I1Ien':~ fren' rr~vH~ ~~"'ce) 7 

f. rJ..\ Sec. U:ll£l. If f.S~ i~te!lce is 
fer an~ P~00l:c~i~e f~terDrj~e w~jc~ will 
com~etl! ir, trlt' ~I.S. ~'ic~ I.'.S. (rt.~r~'i~t. 
~~ th!'rE ilr. fort'el!l(''l', b.y tI,e rec;r·:pr'~ 
co;.;r.try :c :--re~'f:rl~ t:Xj)('I~t to th~ ~!. ~. o~ 
;;,(jrt: t'l/!r, 2"·~ of ~t,~ I.:i:~rrrisl"~ i'.!,' ... " 1 
;:rC'.:luc~ic!'\ Curir:~ ti( ~ ife c·f tk: ;o,);'.~:' 

Co. j}!._ Sf.L S31 .. t;)W \'Ii11 tr:1o;. ~~sis~ 
t!rl~(: !.l;~)~ "'rt prc.."~ '.e t'CG~r:tnic or 
;>;;l~~~ccll ~:l:l':lty] 

6. i ,(A ~ ~ c.. :, .. ! Ie: ( , l . -..ill (-:.~.i...,.t.:.J::..c. 

",.dc.;:7-~ ;:".L(,7-~i;;;:\{C!.'~ S..-c.cj.::..[ 
/:.t."..i..~"''I<';I:t~ f ... y.d (ir. :~)(.;; 6~'\ ,.,U ... J . .1.'..J), 
el,;c.-V,u:'£,;t, c.·, ru -:';:'",.lL.::,:a't!.' c..:..e..:.\J.i.~(..\? 

<1. I<'c'ti('l'lli Cri'.l"1~. frr .t.~Iiancp f(\r 
,~- ---------
~r(.'ss 

(~cte: f,11i,F,ce fo~ Prqress ['I'('j'~cts 
~11i'~1c: ~~:l U,te ~!;;1·,(',_·inc tlo" items te: a 
prO~fct checkl1~t.J . 

a. rf-J. ~~~.:.22.1Jb \~IJ~£~. D')~s 
r.).;i:.t;lr:ce ~I.i~'t lntC', aC"::'':;'Jr.·" j".rlrlc1pies 
o~ the ~~t uf B0:0! rnd ~he Cnpr:~r of 
F- U '1 ta (If 1 Est!;:; an j to wrc. t ext en twill 
t'li: a:t·,y;:) c::Illt:-itl.!tc to H,£- eon:J",lc 
or rcii!1::ti i;,;,e0r~tiC'rI of LHir. 
;,,;)t I"l c a ? 

b. F,t.,,A.J.:-:.::..: ?S"t,)(B): 2~1(21. For 
lo~~,s, n~~ :t,~!'e ~'~d' ta'f:J htc .. ccour.t 
t~e e~f('r~ ,....3d~ by rI'cipir.r.t n~tion t:, 
re;,etri~tc (.}[ tal iril'""teJ ill 0tre" 
co~'tries ~) th~ir o~~ :itiz~n~? !t 
lo~n cor5'~t~nt ~j:h thE findin:s ~n~ 
recorrrte"d~~icr)s of U,e Jn~('r-f,~;'riCllr. 
(.orrrr.i ~tf"e icr t~<? f·ll1a~: e jar Drocrcss 
(nc-.; "CU:C:ES." tne F'~'''';~oi!~lfr:: L'~'::ii~ive 
Co~~it:er Of :he G~:) 1~ it~ an~iial 
:-evie,. (If ni.tiC'r.~l d~'·,~c:.r.font i:~:;'1i~;foS? 

Not applice:.ble. 

Not appli cable. 

Not applicable. 

Not applicable 

Not appli c.able. 
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CllClCLIST or STATUTOI! ClIIIIU 

STAlfDAID ITDt CHECKLISI 

'IOCV!pW!t 

1. FAA Sec. 602. Are th.r. arran.e­
•• nt. to p.r.it U.S. small bu.ine •• 
Co participat. equitabl, ln the 
furni.hinl of aood. and .ervice. 
financeci? 

2. FAA Sec. 604(a). Will all commo­
dity procurement financ.d b. fro. 
the u.s. except a. otherwise de­
termined by the President or under 
delegations from him? 

3. FAA Sec. 604(d). If the cooperat­
in~ country discriminates again.c 
U.S. marine insurance compani •• , 
viII agreement require that mar'ne 
insurance be placed in the U.S. on 
commodities financed1 

4. FAA Sec. 604(e). If offshore prr 
curement of agricultural commodit" 
or product i. to be financ.d, 1. 
there provi.ion against such pro­
curement when thl domestic price 
of luch commodity is liS. than 
parlty? 

,. FAA Sec. 608(a). Vill U.S. Gov­
.rnmlnt exce •• personal prop.rc, 
b. utiliz.d wherever practicabl. 
in U.u of.tlth. procurem.nt of ne. 
1tema? 

6. FAA S.c. 603. Complianc. vlth·re­
quirem.nt in Sec. 9Ol(b) of the 
M.rchant Marlne Acc of 1936, a. 
am.nd.d, thac at l.s.t '0 per cen­
tum of th. aro.. tonnaa' of com.o­
ditie. (comput.d Ilparacely for dry 
bulk carri.r., dry car.o'llner., 
and cank.r.) financ.d .hall b. 
tran.port.d on privat.l, own.d V.S. 
flal commercial ••••• 1. to the .. -
tenC thac IUch ••••• 1. are avail­
able ac fair and rea.onabl. rata •• 

A. PIOCUI!KlJrr 

Yes • 

Yes. 

Yes.: 

Yes., 

Yes. 

Yes. 
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7. FAA Sec. 621. If technical a •• l.C-
allce 1. Unanced, vil'1 .uch a •• i.c- Y e8. 
ance be 'lurnisbed to the fulle.e 
e.tent practicable a. looda and 
prolessional and other service. 
fro. private enterprise on a con-
tract basiat If the lacilitie. of 
other rederal a,encies viII be 
utilized, are they particularly 
auitable, not competitive vith pri-
vate enterprise, and made available 
vithout undue interference vith 
domestic prolram.t 

s. International Air Transport. Fair 
Competitive Practices Act, 197~ __ If 
air transportation of persons or 
property is financed on grant basia, 
vill provision be made that U.S. 

~ flag carriers ,will be utilized to 
the extent such service is availablet 

9. IT 79 App. Act Sec., lOS. Does the 
contract for procurement contain a 
provision authorizing the t~rmina­
tion of such contract for the con­
venience of the United State.? 

CONSTRUCTION 

Yes. 

Yes. 

B. CONSTRUCTION 

1. FAA Sec. 60l(d). If a capital Y es. 
(e.g., construction) project, are 
engineering and professional .er-
vices of u.s. firms and their .f-
filiates to be used to the maximu. 
extent consistent vith the national 
interest I 

~~ FAA Sec. 611(c). If contracta for 
construction are to b~ financa~ Yes. 
will they ba let on a competitive 
b.~i. to max~ extent practicable' 

3. FAA Sec. 620(k). If for conacruc­
Cion of produccive anterpri.e, vill 
allresata value of a •• 1.eance co be 
furni.had by the u.s. Got &Xceed 
.100 ai11100t 

Not applicabl~ 
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c. O!IIIIIISTIlctlag c. ~ ;mIl UStllCTIOII 

3. 

4. 

FAA Sec. 122(e1. If develop .. ac 
loaa, i. intere.t rate at lealt 
%I per annw. durin. srace period 
aDd at lea.t 31 per annw. there­
afte~' 

FAA Sec. 301(d). If fund i. 
e.tabli.hed .olely by U.S. contr1·. 
bution. and admini.ter.d by aa· 
internacional or,anizatioa, doe. 
Comptroller Ceneral have audit 
rilht.' 

FAA See. 620(h). Do arranle­
menta preclude promotinl or 
assistinl the foreign aid proJ­
ects or activities of Communilt-~' 
bloc countri.s, contrary to the 
best intarests of the U.S.! 

FAA Sec. 636(i). Is financin. 
not permitted co be used, without 
waiver, for purchase, long-ter. 
lease, or exchange of motor ve­
hicl. manufactured outside the 
U.S. or luaranty of such tranl-
action? 

Yel. 

Not applicable. 

Yes. 

Yes. 

5. Vill arranlement. preclude u.e of 
financinl: 

a. FAA See. 104(f). To pay for Y 
performance of abortion. or to 
.otivate or coerce personl to 
practic. a~rtionl, to pay for 
performance of involuntary Iterili-
zation, or to coerce or provide fi­
nancial incl&.tive to any per.oll' to 
underlo Iterilizatioa! 

b. FAA Sec. 620(s). To compen.ate 

es. 

~er. for expropriated nationali.ed Yes. 
propeR1' 

c. FAA Sec. 660. To fiDaaee ,olice 
train1nl or other lav enfore ... nt Yes. 
a •• i.taace, .. cept for aarcotici 
prolt>_t 



~. PAA See. 662. Po~ CIA 
acU.vitia.! 
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e. rY79 App.Act Sec. 104~ 
To pay penlions, etc., for 
• L1itar, perlonnel! 

f. FY79 App.Act Sec. 106. 
Ta pay UN allessmentlt 

I. FY79 App.Act Sec. 107. 
To carry out provisions of rAA 
Sec 209(d) and 2'1(h)t (Tranl­
fer to multilateral orianiz~tion. 
for lendinl.) 

hi FY79 App Act Sec. !l!. To 
finance the export of nuclea~ 
equipment, fuel, or technology or 
to train foreign nationals in 
nuclear Heldlt 

i. .FY79 Apo:Acc Sec. 601. To be 
used for pub Hcity 'or propaganda 
purposes within U.S. not authorized 
by Congreslt 

Yes. 

Yes • 

Yes. 

Yes. 

Yes. 

Yes. 
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ACTION AID-31 

UNCLASSIFIED 
Deparf1uent of State 

NEW DE 11177 388852Z 

IN~O OCT-81 /132 W 

INCOMING 
TELEGRAM 

5139 

------------------812831 388988Z /18/75 
" 251'5~Z JUN 79 
FM AMEMIASSY NEW DELHI 
TO SECSTATE WASHoC 513 

UNCLAS NEW DELHI 11177 

AIDAC 

COR R E C TED COP Y FOR TEXT 

FOR ASIA/TR RIGGS 

E. O. 12855: N/A 
SUBJECT: FERTILIZER PROMOTION- 511E CERTIFICATION 

FOLLOWING IS 511E CERTIFICATION FOR INCLUSION IN FERTILIZER 
PROMOTION PP: 

INDIA - FERTILIZER PROMOTION CERTIFICATION 
PURSUANT TO SECTION 511 (E) OF THE FOREIGN ASSISTANCE 
ACT OF 1951, AS AMENDED. 

I, JOHN L. WITHERS, PRINCIPAL OFFICER OF THE AGENCY FOR 
INTERNATIONAL DEVELOPMENT OF INDIA. HAVING TAKEN INTO 
ACCOUNT AMONG OTHER THINGS THE MAINTENANCE AND UTILIZATION 
OF PROJECTS IN INDIA PREVIOUSLY FINANCED OR ASSISTED BY 
THE US AND THE COMMITMENT AND RESOURCES OF THE GOVERNMENT 
OF INDIA APPLIED TO FERTILIZER PRODUCTION. 
IMPORTS AND PROMOTION DO HEREBY CERTIFY THAT IN MY 
JUDGEMENT INDIA HAS THE FINANCIAL AND HUMAN RESOURCES 
CAPABILITY TO IMPLEMENT, MAINTAIN AND EFFECTIVELY UTILIZE 
THE ASSISTANCE PROPOSED UNDER THE FERTILIZER PROMOTION 
PROJ E CT. 

GOHEEN 

-/SD. /-
JOHN L. WITHERS, MISSION DIRECTOR 

USAID/INDIA 

JUNE 25, 1979 
DATE 
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PROJECT AUTHORIZATION AND REQUEST FOR ALLOTMENT OF FUNDS 

PART I I 

Fertilizer Promotion 
A.I.D. Loan No. 386-T-226 

A.I.D. Project No. 386-0471 

f 

Pursuant to Part I, Chapter 1, Section 103 of the Forei9n Assistance Act 
of 1961, as amended, I hereby authorize a Loan to the Government of 
I ndi a (the IICooperat i ng Count ryll) of not to exceed Twenty-Two Mi 11 ion 
United States Dollars ($22,000,000) to help in financing certain foreign 
exchange and local currency costs of goods and services required for the 
project. The project principally finances fertilizer imports, the major 
portion of which will be targeted to smaller farmers and backward and 
remote farming areas as part of India's fertilizer program. The main 
purpose is to assist India in sustaining the momentum of increasing 
fertilizer consumption established during the past three years. The 
project may, in addition, finance the costs of other agricultural com­
modities, fertilizer distribution and related studies, technical assist­
ance, training and equipment. 

I hereby approve the total level of A.I.D. appropriated funding planned 
for this project of not to exceed One Hundred Fifty Million United 
States Dollars ($150,000,000) which will be loan funded, including the 
funding authorized above, during the period FY 1979 through FY 1981. I 
approve further increments during that period of loan funding up to One 
Hundred Twenty-Eight Million United States Dollars ($128,000,000), 
subject to the availability of funds and in accordance with A.I.D. 
allotment procedures. I hereby authorize the initiation of negotiation 
and execution of the Project Agreement by the officer to whom such author­
ity has been delegated in accordance with A.I.D. regulations and Delega­
tions of Authority subject to the following essential terms and condi­
tions, together with such other terms and conditions as A.I.D. may deem 
appropri ate: 

a. Interest Rate and Terms of Repayment 

The Cooperating Country shall repay the Loan to A.I.O. in United 
States Dollars within forty (40) years from the date of first disburse­
ment of the Loan, including a grace period of not to exceed ten (10) 
years. The Cooperating Country shall pay to A.I.D. in United States 
Dollars interest from the date of first disbursement of the Loan at the 
rates of (a) two percent (2%) per annum during the first ten (10) years, 
and (b) three percent (3%) per annum thereafter, on the outstanding 
disbursed balance of the Loan and on any due and unpaid interest accrued 
thereon. 
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b. Source and Origin of Goods and Services 

Goods and services, except for ocean shipping, financed by A.I.D. 
shall have their source and origin in countries included in A.I.D. 
Geographic Code 941, or in the Cooperating Country, except as A.I.D. may 
agree otherwise in writing; provided, that fertilizer financed by A.I.D. 
shall have its source and or1gin in the United States, except as A.I.D. 
mdY otherwise agree in writing. 

Ocean shipping financed under the Loan shall be procured in the 
United States or in the Cooperating Country, or, in the case of ocean 
shipping for the transport of bulk commodities, in countries included in 
A.I.D. Geographic Code 941, except as A.I.D. may otherwise agree in 
writ i ng. 

Clearances: 

GC, Markham Ball 
A/AA/PPC, Charles Paolillo 
AA/Asia, John H. Sullivan 

Date Initial -

S i gnat ure __ ~..--....--,,..--:':"""'~ __ 
Robert H. Nooter 

Acting Administrator 

Date 

~~ . ., 
Drafted: ASIA/PD/SA:JOsborn/Ld~burn:GC/ASIA:CStephenson:fv:9/17/79:X58450 
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APPENDIX J 

Note on Central Fertilizer Pool 

Source: Ministry of Agriculture and Irrigation 

The Government of India started a Trading Scheme in 1944 for 
distribution of fertilizers now popularly known as Central 
Fertilizer Pool. The functions of Central Fertilizer Pool 
have changed from time to time. For example, until 1965, the 
Pool distributed imported as well as indigenous fertilizers. 
Gradually, the indigenous factories were given freedom to market 
their own production in a phased manner and by January, 1969, they 
were allowed to distribute 100 percent of their production. Today, 
Central Fertilizer Pool handles and distributes only imported 
ferti 1 izers. 

Imported potassic fertilizers are handled and distributed by Mis. 
Indian Potash Limited, a joint venture undertaking. As regards 
imported non-potassic fertilizers, before March, 1976, imports 
were handled and distributed by Food Corporation of India, acting 
as agents for the Department of Agriculture. The Food Corporation 
of India began handling and distributi~g non-potassic fertilizers on 
an ownership basis in January, 1976. From July, 1978, other agencies, 
like Hindustin FertiliL' r Corporation, Southern Petrochemical 
Industries Corporation, Bangalore Chemicals and Fertilizers and Indian 
Potash Limited have also been entrusted to handle and distribute non­
potassic fertilizers on ownership basis. During 1944, when the Pool 
was born, fertilizers to thE tune of only 27,550 tonnes was imported. 
During the last 4 years, the follo~ing quantities of fertilizers were 
imported: 

1975-76 
1976-77 
1977-78 
1978-79 

Figures in Million Tonnes 

3.26 
2. 14 
2.67 
4.13 

Prior to 1969, only Ammonium Sulphate used to be imported 
in bulk. From 1969 onwards gradually the bulk shipments of different 
types of fertilizers have been introduced and today, about 70 per­
cent of India's fertilizer imports is in bulk. Mechanical unloading 
and handling facilities have also been installed at a few major ports, 
like Kandla, Madras, and Bombay. Facilities at Haldia are being 
installed. 
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Imports of fertilizers are arranged by the Minerals and Metals 
Trading Corporation (MMTC) , on behalf of the Government. Port 
handling and distribution of material are done by the agencies 
mentioned earlier (FCI, IPL, HFC, SPIC} at the handling rates 
fixed by Government. Detailed distribution is done by these 
agencies like Cooperatives, Agro-Industries and through private 
trade. 

The Pool is meant to function as a residual supplier i.e. to arrange 
for supplies to meet the gap between the agronomic requirements and 
indigenous supplies. 
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Appendix K 

M.M.T.C. - its functions and involvement in Fertilizers 

The Minerals and Metals Trading Corporation of India Limited 
is a public sector undertaking of the Government of India whose 
100 percent of shares are held by the Indian Government. The 
Corporation has its head office at Express Building, 9 & 10, 
Bahadur Shah Zaffar Marh, New De1hi-110002. Regional Offices 
are in Bombay, Calcutta, Madras, Visakhapatnam, Goa and other 
major ports. The Corporation is managed by a BOBTd of Directors 
headed by the Chairman. All the Directors are appointed by the 
Government of India. 

The turnover for the year 1978-79 was on the order of Rsl157.67 
crores (about U.S. $1.5 billion). The Corporation deals with the 
export of mineral s and ores such as i ron/managar;cse and barytes 
coal and the import of non-ferrous metals, stainless steel, Indus­
trial Raw Materials and Fertilizers. 

The import of fertilizers from Rupee currency areas was cana1ised 
through M.M.T.C. in January 1979. With effect from 1st August, 
1975, however, the entire import of fertilizers including import 
from the general currency areas was cana1ised through this organiza­
tion. While the Ministry of Agriculture, Government of India 
finalizes the quantum of import in consultation with other relevant 
Ministries such as the Ministry of Chemicals and Fertilizers and the 
Ministry of Finance, M.M.T.C. is the purchasing agency that finalizes 
contracts with overseas suppliers and ensures their proper implementa­
tion. 

Although indigenous capacity and production of nitrogenous and 
phosphatic fertilizers have considerably increased, there is need to 
import fertilizers in order to help the growth of agricult' lra1 pro­
duction. More than a fourth of the requirements of nitro~~nous 
fertilizer and a fifth in the case of phosphatic fertilizer had to be 
imported in 1977-78. There is no production of potassic fertilizers 
in the country. MMTC, therefore, arranged for the imports of 
fertilizers to meet these needs of agriculture. 

http:Rsi157.67
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Increased Supply of Fertilizers 

During 1977-78 MMTC's imports made available to Indian agriculture, 
1.5 million tonnes of urea, nearly 1.0 million tonnes of muriate of 
potash and about 350,000 tonnes of di-ammonium phosphate. Other 
fertilizers, including calcium ammonium nitrate and ammonium sulphate, 
were also made available. Even without domestic production of 
potassic fertilizers, the quantity of muriate of potash made available 
through MMTC's imports in 1977-78 was more than double that of the 
preceding year. 

With the growing demand of fertilizers in the country, MMTC has 
increased its efforts to supplement the availability of fertilizers 
from domestic production through importation. In the first five 
months of 1978-79, 815,000 tonnnes of urea were made available by 
importation, cOlnpared to 158,000 tonnes in the ~ame period of 1977-
78. In the case of di-ammonium phosphate, MMTC supplied over 
400,000 tonnes in the first five months of 1978-79, which exceeds the 
entire quantity made available by the Corporation during 1977-78. 
The positions of ammonium sulphate, calcium ammonium nitrate, and 
sulphate of potash are similar. 

Owing to the diversified and specialised needs for fertilizers in 
Indian agriculture, imports of mono-ammonium phosphate and zinc 
sulphate have been made by the Corporation for the first time during 
the last seventeen months. 

Supply of Rock Phosphate and Sulphur Stepped Up 

Raw materials like sulphur and rock phosphate needed for domestic 
production of fertilizers are also made available by MMTC through 
importation. While indigenous production of rock phosphate went up 
from 560,000 tonnes in 1976-77 to 670,000 tonnes in 1977-78, require­
ments for production of phosphatic fertilizers increased much faster. 
Therefore, MMTC made available to the fertilizer factories more than 
1.0 million tonnes of rock phosphate through importation during 1977-
78, as against 625,000 tonnes in the preceding year. 
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During the current year the indigenous production of phosphatic 
fertilizers is expected to go up still further. MMTC has, 
therefore, made arrangements for meeting their full require­
ments. A number of new suppliers has been identified. In 
the case of sulphur too, sales by MMTC increased in 1977-78 
by nearly 6 percent. In the first five months of the current 
year sulphur sales have increased by nearly 20 percent over 
the co-responding period of last year. 
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APPENDIX L 

India's Foodgrain Exports 

The following material regarding India's foodgrain 
situation was prepared to respond to questions raised 
from various sources because of India's unique situation. 
I t is incl uded here for additional background information. 
Future editions of the Missions CDSS will provide addi­
tional/current analysis of the foodgrain situation. 

How can I ndia export grain when there are so many 
hungry people in India? 

The situation is unique: for once India has more grain 
that is can store and more than it can afford to provide 
to the poor through public distribution schemes; hence, 
the Government of India is exporting some of the surplus 
rather than lose it to spoilage or pests. 

The GOI is in fact distributing much of its unstorable 
grain to poor Indians by greatly expanding its food-for­
work programs, by increasing State Government food 
input s to school lunch programs, and by enlarging the 
present network of 240,000 Fair Price Shops to 350-
375,000 ( a 50% increase:). In FY 1979 CARE will 
completely phase out of food--for-work as the GOI picks 
up and enlarges the program with its own new commitment 
of 1,000,000 metric Ions annually. 

There are limitations, however, to public distribution 
systems (food-for-work, school lunch, Fair Price Shops) 
which depend en government subsidies to be economically 
viable; the I ndiJn Government CJnnot afford an unlimited 
drain on the budget from welfare programs, nor does it 
wish to stimulate inflation, which would have greatest 
impact on the poor. 

Exporting foodgrain should be viewed as a net benefit to 
the poor of India, considering that export earnings con­
tribute to the (~overnment of I ndia budget which, in turn, 
strongly supports policies and programs committed to 
equitable growth and basic human needs. India's poor 
are concentrated in the rural agricultural sector. The 
GOI budget for fiscal year 1978-79 makes a 39% increase 
in funding for agriculture, compared to 17% average increase 
for all expendi tures. 
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Why are we assisting India in agricultural production 
when it granaries are bursting? 

There are three reasons :poverty, short-term reserves I 
and long-term needs. The granaries are full because 
India has too many people who are poor to buy enough 
food. At least 25% are underfed. The long-term 
solution to grain surpluses is to increase the purchasing 
power of the rural poor by providing employment and 
income, 50 they can buy enough food. 

I ndia maintains a 12 million ton grain reserve for short-term 
insurance against bad harvests. Thus, the current grain 
surplus is considered temporary, since a few bad harvests 
could wipe out the reserve. India's grain stock of 20 
million tons, including 12 million reserve and 8 million for 
current distribution, is only about 17% of one year's 
consumption. 

In the long run, even with normal harvests, India is 
projected to ha ve an IS-2L million ton food deficit annually 
by 1990, according to a study by the International Food 
Policy Research Institute (IFPRl). Futhermore, India 
has the potential to reduce by one half the total food 
deficit projected for the 34 low income countries, if the 
I ndian farmer could merely increase his production by 4.0% 
annually rather than the current rate of 2.5%. Hence, 
the need for long-term labor-intensive agricultural develop­
ment in Indi3 is clear, for both India and other countries. 
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E. O. 12D65: N/A 
SUBJECT: FERTILIZER PROMOTION - GOI LETTER REQUEST 

1. FOLLOWING ~S EXACT TEXT OF GOI LETTER REQUEST FOR ASSISTANCE 
FOR FERTILIZER PROMOTION PROJECT: 

SEPTEMBER 19, 1979 

DEAR MS. BOUGHTON: 

THE GOVERNMENT OF INDIA HEREBY REOUESTS A LOAN FROM TH~ 

GOVERNMENT OF THE UNITED STATES IN THE AMOUNT OF DOLS 22 
MILLION TO ASSIST IN FINANCING THE IMPORTATION OF CHEMICAL 
FERTILIZERS AS PART OF THE GOVERNMENT OF INDIA'S OVERALL 
PROGnAM FOR INCREASING FERTILIZER CONSUMPTION THROUGHOUT THE 
COUNTRY AND TO BROADEN THE BASIS OF PARTICIPATION IN FERTILIZER 
USE IN REMOTE AREAS AND AMONG SMALL FARMERS. IT IS ANTICIPATED 
THAT THE GOVERNMENT OF INDIA WILL PROVIDE THE EQUIVALENT OF 
NOT LESS THAN DOLS 4"" MILLION AS PART OF THE OVERALL PROGRAM. 

WE WOULD APPRECIATE YOUR EARLIEST CONSIDERATION OF 
THIS r.EQUEST FOR FINANCING. 

SINCERELY, 
(SIGNED) 

S. N. KAO 
DIRECTOR 
DEPARTMENT OF ECONOMIC AFFAIRS, 
MINISTRY OF FINA~CE, 

2. PLEASE EXPEDITE SIGNING OF AUTHORIZATION AND ADVISE BY 
IMMEDIATE CABLE WHEN SIGNED. 
r:nl_H:- ~ N 

UNCLASSIFIED 

6784 




