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WORLD FERTILIZER MARKETING
SYSTEMS--WITH EMPHASIS ON DEVELOPING COUNTRIES

’ by John T. Shields*

Considerable attention is.now.being. given.to«fertilizer marketing
b

systems in developing countries. Public and private developmental’institutions
%reéinterested in coéducting research and rendering technical assistance to
improve the systems. The world fertilizer industry is interested because of
the‘Opportunity for new markets and hopefully greater profits. When;one

4

considers that fertilizer consumption in developing countries increased

fourfold during the sixties and is projected to nearly double again by 1980
(figure 1), it is no surprise that such interest~is aroused. The uhfortunate
facts of the matter are this interest has been too long‘in coming, for

such quantities of fertilizer have placed extreme}pressures on indigenous
marketing systems in many developing countries and losses have been more

:‘ '-‘,' 5 o «

common than profits. g l
i’ ; . « eL : w

; ’f f In recent years tremendous progress has ‘been made in the manufacture
f ! o i a
of fertilizers and production costs have been greatly reduced in’ many countries
3 ( . i “" "'f

A -

making it possible for a country to produce or import fertilizers at a reasonable
¥ ¥

Q ; l K %

IRERE

i

costs in many countries are preventing the economies of . production from being

fie s

passed on to the farmer. ' o ‘
! , s

'

Lt

e

{ 'In an attempt to help alleviate this problem, the Tennessee Valley
Authority (TVA) and the Food and Agriculture Organization (FAO) .of the United

¢

Nations, at the request of the Agency for International Development (A7D), are

*Economist, International Fertilizer Development Staff, Tennessee Valley
Authority, Muscle Shoals, Alabama 35660. Paper to be presented at The
Fertilizer Institute’s Annual Meeting, Chicago, I11inois, February 6, 1973




" MILLION METRIC TONS OF NUTRIENTS

FER"TUZER CO"\iSUMPT!ON
”1955-72 WITH ESTIMATES TO 1980
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:copperativelypengagedoinystudying selected: fertilizer systems throughout the |
world.g Informationwis beingydeveloped relativefto the type of system,” |
development andwperformance ofvthe system, investment ‘in, “and costs of operating
qthe4systems;andztrendsrfor futureWgrowth;*rHopefully;’this*data will ‘be used

;by .policymakers and sarket .planners in structuring more effective and efficient

]

.distribution -systems -in.countries ‘where ;such efforts are needed;

o
[ H

* "L eyt o o v -
co N LI * R4 A & A wn
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Toward an Understanding of Marketing Systems

N N , G : \
‘,x‘ 20" SR P S TN o a” ! T .

Fertilizer marketing systems are a product of the environment,

FENEIR N
N L

ST YA A Lo e

a protege of the political economic, and social pressures that have shaped

- ‘

A v, -t

the organization of agriculture over several centuries. There are wide

ot
B 5
g i v

3

o , B N R St

differences in marketing systems as they operate in respective countries.

.' - - S

This can be a“tributed to the fact that marketing is an integral part of !
TN . A :
the 1arger agricultural sector and the nation’s overall economi.c system. A

5

modern marketi.g system is neither feasible nor useful where agriculture is

P 4 - I R e et R e I
[ SR U ST . N

largely subsistence and where the overall economy is operating at a low=-level

AR | - "‘

‘ + 4

of technology. Similarly, a modern farm production system cannot be sustained

'

without a marketing system capable of adequately supplying needed inputs
. -

(fertilizer) and handling the increased output. Fertilizer marketing systems

I SR ET L

are not static. They evolve over time and are closely associated with conditions

¥ PR 4 H
-x’ o i, 7,' 4 4- \

| in the country and its stage of development. Hence, a first step in analyzing

H Y
OSSR EU I B AN A

fertilizer marketing systems is to relate them to their environment.}

\ N Tyesem, gy " (AR R S PR A ‘4
,(ql,‘t PR

The underlying premise of the work is that there is a pattern of.

]

N T
FELLAS “la N

evolution of fertilizer marceting ﬂystems in developing countries.

. " EEEE N .
;’.,f,h};" ;“!x' ‘,:”~ L ,_ as .' IR H [ N

These systems evolve as a part of the overall development of a country. The
; " - ! M pe TR L AP R L .
J‘}'j {"f"v\("",‘ M ' ?{)' ‘i 4 RN T st 1ty it > " :

“growing pains” which accompany changes in fertiiizer’ marketing systems

h ¥ .
- - . 1 - LS 2 S 1 1 . o ,a,'( iy L PR -4‘&'7»‘
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may be diagnosed by knowing what to look for. )Byptreatinguthese“f‘gilments’f{rf


http:market!.ig

~4=

+,-within the framework of the system, hopefully, one can assist inﬁthe‘orderly‘
_Planning of fertilizer marketing systems in developing countries. - -
As the marketing system evolves, there are .certain characteristic
marketing activities and probl-ws that are likely to emerge .as thessystem.
responds to certain technological innovations. For,purpases&offanalysis, we
can group fertilizer marketing systems into three categories, even though .the

categories might overlap and any given country will differ with others '

in the same category. A brief description of characteristics in marketing

":;t it
development and other key variables will help in understanding this categorization.

A T

Figures 2 and 3 are designed to illustrate the evolution of fertilizer

_’\‘ 1. A'I(’)(l

marketing systems in developing countries. Certain features in the diagrams
V1oL L R PTRR STty

require an explanation in order to better understand the process of market

S Cola e . L S T S ST AR ¢

development and how this process can serve to identify emerging marketing

B e, PR TN eyt M
AR DR . Lot - ; ir N By o Dt '

problems n
R SYIT i N RN i o, '{?‘ St as T .
The diagrams portray three stages in continuum--traditional

LR UM e , ~-‘.u-, o

transitional, and commercial market-oriented marketing systems. These
v oy '#'\‘r:Ll 3 T R o .ox nL"'zf)A‘.‘ i

stages may represent countries, or regions within a country or even

s - 0 L TR A S Y-

individual fertilizers.’ For example, it is entirely possible for nitrogen

R

[ N .
; ‘o ‘) + PR N

products to be in the second or thlrd stage of development while ong and

" K20 are still in the first stage (traditional) In each case there is a
developmental process-~beginning with the traditional activities through
the transformation to more advanced marketing systems, culminating with the(
commercial market orientation. |

As the marketing system evolves it includes a larger proportion of
e )
importers, manufacturers, and farmers; more activities are involved and more
fertilizers flow through the systems. Greater size i1lso implies growing

complexity of marketing activities which make up the fertilizer marketing



Figure 2

EVOLUTION ‘OF FERTILIZER MARKETING SYSTEMS
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Figure 3
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systems. Greater specialization among marketing activities and the individuals

‘ ,and institutions that perform them is .the main cause for: this complexity. !
. " i1
‘ Now, for a closer look at some*of the characteristics of each stage of

lr 4

'deve10pment along with country examples.

L .\’

1. Countries with traditional fertilizer marketing systems. a large

.v( hx‘

fpercentage of the population dérive their livelihood from farming,

productivity and incomes are low. Fertilizers are usually in short

é

} supply, farmers lack the incentive to buy fertilizer; credit for
ferrilizer is inadequate' most: fertilizer is imported; domestic .

prices are usually above world market prices' fertilizer is ;

frequently subsidized; few types of fertilizers are available in the

market; transportation to the farm is often by animal drawn conveyance,

i

distance fertilizer is moved in the market is very short; there is

.3, !

Nirtually no regulation or quality control' fertilizer is often :f"

JRORN [
N

jf sold in very amall quantity--sometimes as little as a kilo (2.2 1b).
Dl ? » .
L In addition, this system is usually absent of new technology and

government policies supporting market development are virtually

nil or in the infant stage of development. Time is usually not ;
highly valued. Changes in the system are taking place slowly ‘

and marketing services, practices, and facilities are likely to '

R Yo

accommmodate themselves to needs as th.y emerge. Country examples ;7

are° Indonesia, Paraguay, Ghana, Nigeria, Ethiopia, Zaire, . Senegal,
»Nepal, and South Vietnam. N b )
o $ o

».f

Table 1 projects some salient features of four typical developing

of
L3 z ) 4 * ! k

countries in the early stage of fertilizer marketing deve10pment--

Ghana, Ethiopia, Paraguay, and Indonesia. With the exception of

Indonesia very little fertilizer is used in these countries. As

Lo . oy

7



Table 1. Compcrisoca of Fertilizer Markatiag Systexs Loz Four Daveloping Countries in the Traditfonal Stage of Market Developaenc!

Itea

Chana

Ethioptsa - °

Paraguay

lodonesta

.Consuxption (wt nutrteats)

(1971)

Seasonal consumption

Souzce of supply

g S
~Transportation
'S _N

" Teansportation mtl.‘,
as X of retail price .
Storage

:‘s:mg.c costs as X .
~of retail price
.-Credit assistance

. ‘Pricing e
' s : 2
tSubu:!.y_ as 2 X of
‘retail price
.

Cross .iuh:tu'v margin
as 3 T of retail prics

. Aversge retall price -
. seleocted fertilizer

Promotioa
respousidilicy

c et -

.- Noae I <

2,100

90T sold in MareJune
period :

Isported dy Covernnent
primarily from Zurope

Through Crop Production
DMivisioa, Ext. Serv.,
Co-ops, Scate Yarus

93Z by truck - barge
Just starting

142-51%

Matiocaal, regiomal,
dist., subdistrict

132-232

Linited credic u.rvxcn"
Joint responsidilicy

" groups have beea tried

" Uniforwed fixed prices

EZxtension service &
coxaodity boards

2,300

802 May=Septeader
10X Pedruary=-April

Iaported ' eely by .
private {mporters =«

Europe

Privactely operated to
large scale farcars
co-ops market to small
farmers

1002 cxuck

. 302

Lack of ltorlﬁc
faci{licies

5% approximately

Private trade to large
farners - Government
provides credfc to
srall fareers. )

Free market - trun'pon
cost partly pooled:

" Ko substdy

N

1 208 at the ‘isporcer

lavel; &I at retafl
level for 18=46-0

Extension service

3,0C0

952 for swumer crop

‘Imported by government
- & private sources -
‘U.S. = Europe

Private dealers -
prizarily expstriate

-100X truck to dealsrs
“truck/anisal draft to
fara

.-

13182

Most storage in
Asuncicn primarily

Rot avsilasble -
{nclu;ed in {mporters
sargia

National banks/
traders

Free -ariu: .
%o subsidy
20Z~40Z at the {mporter

level; SX-15% at recatl
level

Urea $133.00; TSP
$117.04; DAP $136.87

Extension service =~
private suppliers

249,000

65X first crop; Jn.
secood crop

80% fecported including
all P20s, K90 &
aixed fros U.S.,
Europe, Asia by Publie
Sector & so=a private

Coveruneat changels
by 3 agencles = Pusri,
Pertani, Pertanina

1002 truck to
distributors - animal -
drafc/cruck to farmar

152-202

Not adequate bduc 1-;
available at all
lavels “

3X-5C average

Available to importars
& distributors at low
interest by Gove. .
farwers; private/ .
{ostituction credit
to farver - high
incerest

Regulated prices
vith subsidies

Isporter & discridutor
subsidized: price
subsidized, urea at
402 & TSP at 552

Izporter &.5%;
d{scridbutor 2.8%;
subdistrice 1.2%;
retatler 1.5% . .

Urea & TSP $65
excluding sudsidy

Ixtension service,
prisarilyp

‘MS‘Q"}:‘“" in this tadle ars cowparable dus to the preliminary scatus of tha study--only selected salfent festures bave been used in this
» . .
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suds the case' in*most:tropical climates“ seasonal consumption has -
two peak periods which’usually correspond with:the first and second

crops. Again, with the exception of Inuonesia, all {ertilizer is

. , Cord s sy W deaae b
1,,{; N Sy oy ';», ,* -J ‘,i",v\l.r .

imported usually through the public sector and distribution may be
HOPOUE I SR T F 50 SRS SIE AN H ¥
through government and/or private channels.

. J Yoob "
Loy g N A ) P BRI " eomty .
4

:: Most . of . the cost of marketing fertilizer in these‘countries is made
i -up of expenses incurred in transporting and storing fertilizers.
.»For example, in Ethiopia;these two expenses amounted to 35% of the
~.retall farmer price.while in Indonesia’ they amounted to about 25%
rxofithe:farmer pricer; ‘

Credit is usually identified as a serious limiting factor to market
expansion. However, this is not always the case. Credit is generally

‘? : vt kDA

. available through government banks, importers, private distributors

4+ N
;'» \x’,l P e sy

and cooperative societies, however, the noninstitutional sources of

credit are usually expensive. It is common to find interest rates
;nas'high as 30%Z-50Z per year in 'some developing countries. ‘Payment :
»in kind (erop) 'is'also very common -and- usually 'is - -one of the most

expensive sources:of credit: for low-income farmers.:

. sy [ 3 .
-';Hs.”,,\A l' i / N "H\k ;1;

Pricing is generally government controlled and is fixed in countries .

N " M . ¥ [ 3
vl '”.‘ Py i U‘ ol

in the traditional stage of marketing. In table 1 I have deliberately

AR [

T STRFOITES DA RN o Gy

selected two countries with regulated prices and two countries with
: free ‘market conditions. nBoth Paraguay and: :Ethiopia have a free ‘
3 market«and no'subsidy while JIndonesia and Ghana' have regulated prices
land subsidize fertilizer..)The effect ,of the subsidy is different in .
e each country and is indicative of 'he different subsidy policies ‘

<that occurfin developingscountries., Whiletsome\countries subsidize o
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,the farmers others prefer to subsidize importers, manufacturers,

,and'even-some countries subsidize distributors. =

. ,,
e

2. Countries with transitional fertilizer marketing systems.

1
¥

'Country :LsA’~
becoming more market oriented; production of food crops is a . \ |
priority in agricultural developmental plans; puplic and'private_?

. capital is going into expansion of the:marketing‘system} fertilizer ~
productiongcapacity;is,rapidlyrincreasing;:fertilizers are movingv‘

: greater distances -to farmers; more.attention:is given to pticing’

I T

rpolicies;-more  types; of fertilizer:are-available}:temporary
surpluses may appear for some fertilizers; transportation is

often a critical bottleneck' animal transport is being replaced

y
. . . o 1
A T S A7, s ; x:«\‘.':: A

by more advanced conveyances; storage is usually short and costly,

B ? f N

\ - -
S 1 el “ | ¢ Lo

* - .t t"
,-; t v ity h

farmers are demanding more services in connection with fertilizer

8
- ‘ < f . Ly > - v .".x{
[ 5 [ 3 IR P ’ A W b oEE e

marketing, and the need for better market news and price information

. u—-“ ‘
‘is now a problem.

. A-general expansion.of :the -marketing-system is. taking place,

., requiringnew:policies, more facilities,xmore .services and more ‘

P
[

capital. Fertilizer,demand +is increasing (sometimes rapidly) and

primary emphasis is on improving market infrastructure. Country

P ’ o » P - R & FANRGCE X
R P R N I N A B T I

examples are: Kenya, Brazil (excluding Southern Brazil), Pakistan,

I ‘s o " “ &
i . P + b 4 vy J . “
AR 'y .} ‘:’H .m"‘ N *!u‘ [ AR S ¢ Fyoat Lo TRy

'India, Thailand Philippines, Afghanistan..

ﬁl; .. \ . [ > PR Y
- !;x - L I + PR

/. Table 2 presents market data for Brazil, Thailand; Philippines”
and Kenya. These countries are examples of countries with marketing

ot
‘

\systems undergoing considerable change as a result cf aggressive,}

. agricultural development policies encouraging fertilizer programs ;

« to help increase food production. Each of.these: countries’ governments
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Seasonal consumption

« Source of supply

.
e e

- Marketing channels

\ Transportation :

- <o

’ Transportation costs
as I of retail price -
" Storage

~Starage costs as
z of retail przcu

1iv

“Credic

o -t .

th

.
A

HE R
f

0 g
‘

s e

v

-Pricing

- ]
Subsidy as a X of -
retall price

Gross carketing wmargin
as I of rectail price

Averaze retail price -
sclected fertilizer

Prosotion
Tespoasibility

S0Z May-August; other .
sales evenly distributed

Imports account for 85%
of supply - Japan, U.S,.
Europe through
cotnercial importers «
152 domestic production
primarily nitrogen

Private distributors &
numerous Chinese mere~
chants through whole-
sale/retatl channels at
5 trading levels

90% ¢f sales originate
in Baagkok = 69X by
truck; 242 by ratl; 72
by water

7%2-10Z averages

By Govt. stores/private -~

dealers virtually no
storage up couatry -

<1X; not significant
included in izporter
margin

70X of all fertilizer
cold on credit; 55%
from institutional
source; 45% from traders

. at high interest

" Opea market = prices

abnormally high

None

Abrormal warkup at
importer level = 802
202 through wholssale/
tetail channel

21-0-0 = $130 urea =
$165; 16=20-C = $195

Extension; ckeg, boards;
orivate efforts not
successful

Retailer:

!‘ebruary-H.u‘ch - peak
Oct.-Dec. smaller peak

100Z imported primarily
from Europe by priva:e
imporcers

Private {mporters
distribute to large
farms directly & through
appointed dealers to
small farzmers

Combination railway/
truck « farmers pick
up fert. at raflways

s

15%-302

Lack of storage ;: -
recail level

7%-92 . -

Avauable :hrough Govet,

ranks, co-ops, &
traders

[
i

Pree zarket wtth *

subsidy . K

182352 °

Wholesaler: TSPe7X

A. sulfate=9
TSP=5%
A. sulfate=12X

Ammoniun sulfate = $44
Urea « $81; CAN = 566

Divided among Govt.;
co-cps; izporters §
extensicn scrvice

1,126,004

»

’ Evenly distributed with

small peak in Oct,=Nov.

Nitrogen » 76% imported
P05 = 887 fmported
K20 = 1002 imported
worldwide t{wports
primarily U.S., Europe,
Mexico

Producers —~» Farmer

Co~ops —» Farmer (15%)

Private dealers —»
Farmer

Company dealers —»
Farmer

Agent —) Farmer -

Combination rail/truck
vith farmer pick up

Approx. 10 with
discounts common
Moscly at production
points but dealers &
co=ops are expanding

Kot available, included

in distributors margin

Dealers ~) Farmers
(122-242)

Banks —» Farmers
(6Z=122)

Co-ops —) Farmer (6Z-8%)

Lack of dealer credit

Free market

vy
Vg

None

302-35% for urca -
352+502 for DAP

Urea = $115; DAP =
$157; 3-15-15 « $67

Extension, co=-ops;
cozpany®s dealecs

Table 2, Cocpuxs..n of Pertilizer uarketing Systens for Four Developing Countries in“the Transitional Suge“of Macket Davclopunt .
< s P - - ) S8 S =

: - Iten . v Thailand - Kenya ~e -~ Brazdl . Philippines * .
‘Convimption (me nutrients) 97,000 $4,000 - . 170,000 -, v

. < K

Two penlu = March=May

November=January -

452 u:ported :. i =
55X produced donesuuuy
Import by private -

coopanies & sugar assn. |

- Primarily through

Co=ops =) Farmer

Mktg. assn, — Farmers

Private dealers -
Farmers

%

. Most by truck/barge

e

Approx 82-10%

Inadéquate stocks
held due to x‘:ornge

of storage - .
Not available, included
in dealers margin i t

-

Available pricartly’
through Gove. (ACA)
vith some banks &
dealers giving credit
High losses & high
cost credit, also -
crop/barter

Free market with
cheaper prices in
food sector
Socialized priecing
in the food sector

Co=0ps = 5%=72

izporzer distributor
257-352

Dealers - 10Z-12% -

Urea = $120;
Amronium sulfate = $79

Extensfon, dealers,
co=ops

ot all ftems in this ta
analysis,

ble are comparable due to the preliminary scatus of the study--only selected

salient features have been used in thig

-Li-
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has encouraged private sector investment in fertilizer marketing

‘with different degrees of success..’

With the exception of Kenya the other countries produce fertilizer

0

indigenously, the Philippines and Brazil more than Thailand.

- e

However, all four countries depend on imports to help meet demand.

Each country is now planning to build and/or expand present production

PR

capacity in order to reduce imports and save foreign exchange.

.

b

. S : -
Al

. M ! :

Transportation, credit and storage is.a common“problem»to all four

countries, Thailand has virtually no storage outside Bangkok in

Alwx\ E
the major fertilizer consuming areas.” Kenya has limited storage

v
o~ w N

swhich is- compounded during the rainy season because of demand ata

peak consumption periods. Most of Brazil?s present storage is at

v .

or near production points. This situation is changing as Brazil

“t

begins to build bulk blend facilities and locate storage terminals

nearer the market.

¢

Fertilizer prices, by U. S. standards, are high in all four countriea

being compared especially since; 1itt1e or no services are provided

‘. i
foord :v,u A - " “. \,.r" v f‘ t’

1.,

by dealers.j The Philippines is an exception in that producers and

o e

:" lv
cooperatives have fair to excellent agricultural service centers b

. N k L{
H

i
I
1
[

and do provide technical servlces. A good example is The Sugar

}

Producers Cooperative Marketing Association (secMa), formerly ESSO¢

of The Philippines.

In Thailand about BOA of the total fertilizer finds its way to the
R HS B t‘
’farmer through private traders. There are five different levels

f g ¢ 3

of fertilizer trading from the commercial importer to the farmer.5
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ttSelling:methods tend td bexopportunistic, short range, and price

‘~oriented.anrand advertising is\theﬁmost important source of promotion

P R i

fby dealers’with virtually no:technical“services available from private
sources.JEOne firm,‘Thai“Agricultural Services Company (TASCQ), now in
liquidation was inna class by ‘1tself:insofar as it was attempting to

< establish‘an‘entirelyTneW'distribution%system‘for“fertilizers,

3~pestiéides?andvotherkfarm*inputs.’“Some experts ‘say ‘it failed because.

«Lit’wasntooéadvancedfandwnot’well”understood’by Thai agriculfurists.
ETea

- 3. Countries withlcommercial market-oriented fertilizer marketing systems:

nThis:typefof'marketing system 18’ well knowr to all:of you since our
eonn"U.Sv,systemiis representative: Basically, the country is a '
:large consumer ‘of fertilizer irelative to available land; problems

of fertilizer ‘supply:begin to .shift from issues of production to
.distribution, the fertilizer market 1s quite diversified; mixed
fertilizers areximportant sources’of N, P2°5’ KZO’ granulation and ’
blending are, commonplace; a larger portion of the. fertilizer purchases

.by the farmer will be through a wholesale/retail dlstribution channel
\_\j fi ’-,;\-/“" ‘ LR [ I
as opposed to the basic producer selling direct to the farmer;

attention shifts to market organization changes 10 order to gain

R
=y \.:- . ) [ \

efficiency in the system, with farmers demanding more services an
H

A e s . o ,

increasing portion of the fertilizer bill is taken up by the cost

,(‘IX;:'.,'I'”:u < '»L.*’

¢

l

of providing these services, distribution costs usually account for

.
’jtnlifw; k) ' e I I’H.' PR Y

a major share of the marketing bill and government policy is usually

¢ N [ N f
[ - vy TP EETIRLPR ¢ oty ey PR P

consumer oriented thus the marketing system is regulated so as to .

protect ‘the farmer,from misrepresentation and malpractices. COuntry'

¢
5 1

examplesvare. United States. European countries, Taiwan, Southern

Brazil Mexiéo, Venezuela, Costa Rica, and. Korea.
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' Data in table 3 represents four countries.whiph}haVe.reached the .-
. late stages of market development. Althoughnmexicoiand Yenezuela
are still undergoing major shifts in their'fertilizer'prograns,'the
-fertilizer market in each country. is well developed. Each of the four
countries has been extremely influencial in other, countries in thelr
»,geographic region./ With, exception of ‘Venezuelaj . the countries are
“(exporters of fertilizer with Japan exporting '60%: of dts nitrogen, ’

c(mostly thneighboring Asianwcountriea. 4:,Venezuela nill soon be exporting

Ve
/

nitrogen;
‘ I . N

.. The contrast,in the marketing channels .. is:interesting. Most of the

fertilizer in~Japan and Taiwan ds marketed throughfcooperatives while

; most of the fertilizer in-Mexico- and Venezuela is.sold through

N + 1,

‘gnoncooperatiue channels.w Another ;similarity" is'transportation. The

' f s Ty
o, } [

¢ transportation: cost ‘expressed-as a percent of.marketing cost is
N l! g # ‘ v o r‘, « + \ b
«gthezsame‘for“Mexicoiandeenezuela while Japan -and Taiwan have

- .
A ‘
' K ‘

~similar transport cost.: .. T S P AT S RS
v 5 ¢ v ! ¥ '
AR ( ' .
“ |rv'0‘« !ﬂili‘.‘n Fl " [ AR “g' 1 AR “ )\‘\J [
Pricing is controlled in all four countries but to different degrees.

4

oy ‘. \ _z" P N T PN T w,«“ o

Taiwan s pricing mechanism is the most unique of the four countries.

.A.x «i3
X

v s

P . » ’s( - ]
1«./ e Yk k 5 ‘aJ,rx'x i R R

It operates on rhe barter principleﬂ-barter paddy rice for fertilizer.

‘\‘ N ¢ ‘/: RRIT ’. .“r.‘.\

Mexico and Venezuela operate on the “price equalization” principle,

. et g " . N ’
,..‘.‘"}f\( . H "( L‘.“ ‘.l\rq [ - [ ' '

xi‘e., fertilizer prices are the same throughout the country. Japan’
r,’;:'.-g e e . ;; .“"“‘“ - *_s,,“,‘,~,‘" - R R, e
- pricing scheme. involves “fixed piices” negotiated between ZEN-NOH
R noos ' e T v -
and Representatives of the Japanese Fertilizer Industry.

. ‘ t “ . 4
j‘“‘”» R S fo st T b‘A{';ixF \("4.’1

o 1Y

Is\

T«

[ vy

;The ‘cost ‘of marketing appears to be lowest : in Taiwan (107 16% of

*«retail price) However, it. should ‘be- polnted- out: that Taiwan s
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Cowpari.sis_; of Fe:ciuz-t Harketing Sy.s:eus in Countries in the Cocnetetal-xarmt Sl:age of Dave.opnen: )
Icem . - Japan Mexico - Taiwan - \,{, Vcnezueh‘-: e
Coasuzption (me nutd.enu) 2,251,000 544,537 257,000 -, E 59,000 itsd -
(1970/71) N . o N e

Susonal consumption

Source of supply -

Exports )

Marketing channels

" Domestic transporcacion

Transportation costs
&3 X of marketing cost

Storage

Volume nle; -
(not comparable)

Credit to farmers

Marketing cost as'a
Z of rezail price. -

Gross marketing wargtn

as a X of rerail price
iy =

lverage retail price

sziected fert. (mt) s
<

!'rmuon -

mponslbuuy

v

January=June - £0%

Domestic pxoduc;d
cozpounds account for
75 of market

60Z of nitrogen
production exported

Cooperatives ~ 68%
private werchants or
dealers = 32%

Truck = 77%; rail - 16%
barge « 7X

20%-252 N
Wholesale level - 652
retail level - 352

oost of which {s co<op

$190,000 annual
turnover per firm

Co-ops —» Farmers

Private trade —» Parmers
Credit purchases account
for 2/3 of all purchases

Negotiated fixed price
by co=ops; free price
in private trade
Seasonal pricing

25%-50% depending
on type of ferc.

152352 depending on
type of fertilizer

Urea $117
15-15-15 $132
aomonium sulfate $48

Local extension,
cooperatives
private vholesalers

May=August - 512
December~Januzry < 20%

Domestic production -
90%; iwporrs - 10%

Prior 1970 insigntficant
« nov increasing

Guanomex, public sector

distributors - 522 .

coarodity assoc.; banks
82

Truck = 84%; rail - 16%

102-122

-Wholesale level = 80%

Farmer Assoe. - 15%
Local distrib, - 5%

Approx. 25,000 mt - at
wholesale/retail
combination dealer

72% all fert. was sold
on credir at 9Z-122

interest/annum, Guanomex

banks, etc,

Controlled by Guanomex
seasonal-pricing

352-402

82=347 depending on

fertilizer type *

Urea $114

DAP $145

ammonium sulfate $60
mixed ferc. $120

Cuanomex, extension,
co=-0ps, dealers

[

‘

Febmry-)(;utch - 402
July_-Auaus'; - 50%

Seli-suiﬂcient, now
exporting

10Z=15Z of total prod.

Public sector corp. =
10%; Taiwvan Food
Bureau = 65%; commodity
assoc. = 257 - 85%
marketed through co-c.s

90X by rail/tru:

30%

-2
Pri'nruy at ratl heads
and Food Bureau _
warchouses

Not available -

Through barter by
Taiwan Food Bureau- -
Taiwan Fert. Co., -
banks

Fert./crop barter for
rice; all other crops
cash/credi{t basis

Taiwan Food Bureau 16X
Taiwan Fert. Corp. 10%

5.2%+20% depending on
fercilizer

Urea $§95

16-20-0 $80
ammonium sulfate $62
20-5-10 $79

Taiwan Food Bureau
Taiwan Fert. Cotp.

-
At

Harch-lune - 502 .
Hovnbe:-beumber - 202

wr
<

Net iaported Bow’ *but ;\

will be ne\.exporter

of ‘N by l97k S L L=
%o

None : .

Au ferttuzer -
channeled through
Covt. carp (IVP)
private - 20X -~ -
banks = 35% (.-’mi reform)
comzodity boards - 30X

Nearly all truck to -,
the farwer o

10z-122 .

.

At all lavels but
not close to farmer

Small dellat - 1500 °

Large pt!.va:e del.ler 025 000

«

IV o> l-'amn,,

Bank —» Farmers

Private dealers —>
Farvers

Price equalization

principle ac all

locations

152-202 (estimated)

112-13% excluding
producer’s wargin

Urea $100

ammonfun sulfate $61
12=12-17 $111

DAP §118 .

Primarily IVP
extenslon service some

5ot all tcrems fn this cab
analysis.

1= are comparable due to the preliminary status of the study~-only selected salient features have been used in this .

-Gl=-
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marketing cystem is a very‘tight government,regulated system‘and_it

is difficult to evaluate marketing cost hecause‘of the builtfin'

]

character of the rice-fertilizer barter system. o

s
\

Marketing margins vary widely among fertilizers in each of the*

countries. For example, the range in Japan is 15%-35%, dn MExico

v‘ ’
vsv‘,,

8% 347, 5%-20% in Talwan and 11%=137% in Venezuela., The margins in

1

Venezuela 'do not include the producer s margin, which is thought
L

’

e

to be significant.

[V \ Y LR
iy yow :' N ‘; 4 In
e, . s [ y N .

B v~ S e

b

" In each of the four countries the producers are very instrumental

f «r Y .. - " K ! 5

\
P SPeS
A .xh

in’ promoting fertilizer sales. Promotionkis also conducted by

'
A

‘most of the cooperativ;s, extension services, and dealers. Generally

11 9’;

‘ speaking, highly commercial fertilizer marketing .systems have good

promotional schemes which .are adapted to. environment within which

x | > !

' the system operates. Alt is in this area: of promotion that countries in

<\ “

:the early stages of market development can profit most by examining
& &

13 "' [ .\’!Q ?’ 2 e t. ti‘. “ ,.\'y :

more advanced systems which: are similar. S e N ﬁ

General Problemsildentified.in Fertilizer Marketing Systems-}Each

g
Y

gvcountry has its own set of problems just as each stage of development is °

;"pharacterized by certain kinds of conditions and problems which emerge as

[

the system changes. Investigation of se)~cted marketing systems to date

(although limited) has identified several general factors crucial to-and;f-

: -
3

limiting the growth and efficiency of merketing systems in developing countries.‘

e‘x

Lo
‘These constraints are grouped according to thelir level of influenc nfftg

o A'x v

’nthe marketing system. '
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~!Political and EconomicAConstraints. i

1 Uncertainty and inconsistency of government\policy regarding

v , , ) N
marketing infrastructure"needs SNV R :n-e‘u«r’n/,} ',

2, Unwillingness or inability of governments to enforce existing

~
voer v
, LR ‘4. "'\A‘I\‘ \bx~

policies regarding fertilizer distributor responsibilities. '

fo g g . . . [N . . '
B DU AN St b L Wi Tioa { at el Caekay

3. Failure of both public and private sectors to encOurage re~investment

b" A
4” PRI ° ! *'\.

of monies in expansion of the marketing system.

’ 3
- u;,,«\.

- »ta 4 [
[ - el et o

N N 3 :

4. Lack of continuity in policy enforcement due to rapid turnover

v R T e [ [ o C

'in government officials.

-’ L]
:“.,ni(‘ i I RSO PRI .',,A L B ‘.:’ P b K : e

5. Shortage of qualified personnel to handle the appropriate
’ management and planning necessary for an effective and efficient

Ty WL L vy S

fertilizer marketing system.

) .
- \ L 1 ¢ a v
R ARSI . Cou

. i ol PRI

7] <
-t

nMarkethnfrastructure Constraints:: ' -

i 1.. Lack: of adequate transportation facilitles.'atreasonable costs

[

especlally in Africa.
MR T W "v‘ 0 ,I n

2. Inadequate or poorly located storage facilities usually long

4 Ay
. , R '
PRI S S ST I ot ‘ ‘

distances from the point of supply.
PTho CCAR i S oo Co e

3. A shortage of institutional credit to small farmers and also

Pt P Pt

LN T Loa

A " PR ORI T U i’}

small retail distributors in order to maintain adequate stocks of
PR

fertilizer.

. . . ter, e
i ¢

v 4 “
PR ' ot ¢ DU A/ CR U

. "t N
5 . N PR SN N [

4, In many developing marketing systems, fertilizer prices are predetermined

A R v

[N

vy b AL P VI ERR e

and are termed as a fixed uniform price to encourage fertilizer use

.
et LS A *l s [ N ‘ " s 3 H . i -~
v ! ¢ . N vt : Ly RERAN S " G At

in distant areas of the countries. This in turn penalizes those

)
s A , ; . . , . \
DA b ’ N bt - L e b 2o “

farmers near the source of supply.

. «
DRSNS 3 A . ANy

-

. - . : - ‘. ! '
e AR . IR vl HUoog IR Y

5. Improper and/or misuse of subsidies which tend to create a financial

. . : ‘ - s
t&.“a?r,‘\ta uY .J'i‘ N i L;,

burden for the. marketing system.
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6. Marketing margins at the wholesale/retailyleveljare“generally too

;. low to induce reinvestment into the system.:;Profits.are usually

siphoned off at or near point of supply.¢'3f£

.

Farm Level Constraints:

N
M

1. Unfavorable fertilizer/crop price ratios prevent farmers from
using fertilizer economically; A

2. Farmers® lack of knowledge abbut:fertiiizerwis still a serious

o S e e U

problem in many developing coun;ries. e

Ve e Floy o i feans 2

3. Farmers in most developing countries are unable to store fertilizer

- N pete s . - H » 4 LR o
[0 SR ;‘o’ri AR P L ’)'i'.‘;*'\' roa O g \) !'\ Py " 4\ e 1,

at the farm.

i B : T . -7 \«’n N P s
(R ﬁ’}»'ﬂfsw‘i: Tt Al PN [ \m vl "y,‘;Jr“'lu‘

4.’ Procedures for buying fertilizer in some countries are often

ey ey g .
~ SRR St P

complicated and discourage farmers from placing orders.
5. Credit is very expensive<,especially:from noninstitutional sources,

r’and,the:»costs&frequc‘antly discourage farmers from buying fertilizer.

Some Conclusions and Recommendations
A R R TR TN

In this paper a number of issues have been touched on regarding the

improvement of fertilizer marketing”;ystems in developing'countries. Several
points!s;em‘obvious-:anyVimprevementdin\marketing systems in developing countries
N R S £ SR TR T o T I A S A R A o )

must include some changes in transportation and stbrage faclilities at all

levels of marketing, responsibility for marketing fertilizers must be with

:‘:v- B "IA s 1 »
=|’ SN DAY 1 LN

organizations that have a vested interest and can effect changes in the system,

.|) o, "1 Fo,»377 R [ ;(,

Lo *
..') o ek AR SN

. '
,y" E RN IS L v,

‘ those‘who distribute fertilizer must have sufficient incentives to handle and

promote fertilizer sales, innovations in the marketing system must be in line‘ E
-t Tew T . .
wi. he capability of the system. Pricing policies involving subsidies can .
[ MEVIPTIR TR SER N B S 4t ";':.‘ T S s
retard a system’s progress if the subsidy is not applied properly and at

IERER San an T ;;‘/& q oot

appropriate level in the marketing chain and government policies must be



»'!éondgciveatoeexpanéignggnd.imprdvemgptuin1theumarketingyinfrastrchuré»including
-arinﬁeﬁfmgntwincenti;gg,mx1 ‘
ENR It&is apparent$thét.ﬁgatkdevelopinéimarketing“gfsfgmsﬁafg,inpnged of.
guldance and training at thfee»varibus impact levels: |
Z#At~th;;p;1ic&making‘1eve1 et
%*Atvéﬁe:executive:management~levele
n; %At -the ‘wholesaling/retailing level - .,
¢ Each-of :these impact levels: requires a different approach and different action.
i, For the greatest impact the :training should start .at.the policy level in' order
.+ that government officlals become aware of the :needs and .conditions necessary for
it efﬁgggiyeegﬂd.efficient fertilizer marketing within the system’s environment.
~Training atFtheimanaggment‘level,should give the marketing management -team
the ‘tools with which to organize a sales and promotion program while éraining

at the petail level should leave-the .distributor with .tools for, operating a

profitable fertilizer business.

lSome;Though;s on Providing Assistance

l lRembvihg the'Bottleneéks in fertilizer distribution systems in
déveloping‘coﬁnéxies will‘requiré~more thag increased capital investment in
the sy;temé. Technical AQVice and assistance through seminars, workshops and
training programs will be needed in order to influence policy and create conditi;ns
necessary for viable marketing systems.

Many pﬁb}ic and private organizations will be engaged in rendering
marke;ing assistance through béth bilateral éﬁd éultilaterai efforts. FAO |
will prbvide'gssistance,through its’tecﬁnician§ énd the Fertilizer Industry

:Adﬁibdry Committee; mos£ European couqtyies tén& to provi@e éssistance tﬁrough
‘diregﬁ'bilateral aid as does Japan, ‘ThexU.S: Government ﬁrovides assistance
péiﬁgrily thrqugh tﬁé AID.program and its missions in the country by contfacting

with TVA and other research and development institutions. Numerous other



‘organizations suchhas*the‘WOrld Bank,.Regional Banks, United Nations Industrial
organization (UNIDO), Organization for Economic Cooperation'anthevelopment
(OECD),“etca 'Will also‘provide*assistance a VJriousclevels.of market
operations. )

" The worid feftilize} induetryhthrougﬁxits»normel trade feletioms is in
the best position of any group to make'-an" impact on- fertilizer market development.
No organization or person“knows ‘your- product betterpthan*you, no one is more |

laware”of {ts-benefits:‘than you are; no one can’sell itmbetter than 1you. can.
’You know the' problems ‘of ‘promoting,' merchandising, -and: ‘distributing: fertilizer

better ‘than anyone-else. "You know-how- to ‘diagnose ! and ‘treat -the .¢¢symptoms’’

- of market inefficiency 'and-ineffectiveness, /'In otherwwords,,you the fertilizer

"industry, can’ greatly assist in,improvement:of.fertilizer marketing systems

Y

"’in the developing world. ' After all; wﬁp stands: to .gain most from the
doubling of fertilizer‘consdmptioﬂ‘iﬁ‘the»deVeloping countries during the

1970°s. YOU DO.






