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WORLD FERTILIZER MARKETING
 

SYSTEMS- -WITH EMPHASIS 'ON DEVELOPING COUNTRIES 

by John T. Shields*
 

Considerable,attention,is,,now,,being.,given,,tofertilizer marleting
 

+systems in developing countries. Public and private' developmental institutions
.... 'J -. , / 9:+ 

ipre~interested in conducting research and rendering technical assistance to
 

moveTh world fertilizer industry is interested because of
 

the"'opportunity for new markets and hopefully greater profits. 
When one
 

onsiders 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 i.s aroused. The unfortunate
 

facis-"of'tei'mafter are ihis 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
 

common than profits.
 

In recent years tremendous progress hasibeen made in the manufacture
 

f fertilizers and production costs have been greatly reduced in:-many countries
 

making'it possible for a ,country to produce or import fe"rtilizers ata reasonable
 
'4 ' , p , 

cost.) 'Unfortunately, physical distribution bottlenecks +and/or high 
. 

marketing
 

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

passed on to the farmer. 
 ', 
 -

'In an attempt to help alleviate this problem, -the Tennessee Valley
 

Author ty (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, Illinois, February,6, 1973
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TicoperativelyfenggedAn", studying, selected- fertilizer' systems j thr'dghout the 

world.1 ,,Informationais being. developed :ielative Ztoh;-ti type of'sytem, 

'development and-performance, of -he, system, investment'-in, and costs of operating 

,the-,systems ;and %trends-for future,,growvti'- Hopefully; tiis "data wi'll 'be used 

;by,policymakers and market planners in structuring more effective"and efficient 

,4istribution -systems in, countries ,where 1sucb efforts 'are'needed.' 

Toward an Understanding of Marketing Systems
 

Fertilizer marketing systems are a product of the environment,
 

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

the organization of agriculture over several centuries. There are wide
 

differences in marketing systems as they operate in respective countries.
 

This can be attributed to the fact that marketing is an integral part of
 

the larger agricultural sector and the nation's overall economic system. A
 

modern market!.ig system is neither feasible nor useful where agriculture is
 

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

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
 

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

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

fertilizer marketing systems is to relate them to their environment.
 

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

evolution of fertilizer marketing oystems in developing countries.
 

These systems evolve as a part of the overall development of a country. The'
 

''growing pains" which accompany changes in fertilizer'marketing systems
 

may be d4.agnosed by knowing what to lookfor. By ,treating these "ailments" 

http:market!.ig


', within the framework of the system, hopefully, one can assist in the orderly
 
planning 
 of fertilizer marketing systems in developing countries.
 

As the marketing system evolves, thereare certain characteristic
 

marketing activities and prob':,,s that are likely to emerge as the system.',,
 
responds to certain technological innovations. 
Forpurpooes ,of analy'sis, 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
 
development and other key variables will help in understanding this categorization.
 

Figures 2 and 3 
are designed to illustrate the evolution of fertilizer
 
marketing systems in developing countries. 
Certain features in the diagrams
 

require an explanation in order to better,understand the process of market
 
development and how this process can serve to identify emerging marketing
 

problems.
 
Th gr
m '. . - ... 

The diagrams portray three stages in continuum--traditional,
 

transitional, and commercial market-oriented marketing systems. 
These
 

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

fertilizers. 
For example, it is entirely possible for nitrogen
 
products to be in the second or third stage of development while P205 and
 

120 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,
 
importers, manufacturers, and farmers; more activities are involved and more
 
fertilizers flow through the systems. 
 Greater size also implies growing
 
complexity of marketing activities which make up the fertilizer marketing
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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.,
 

Now, for a closer look at someof the characteristics'of ea'ch stage of 

'development along with country examples, 

S1.' Countries.with traditional fertilizer marketing systems: a large 

percentage' of the population derive their liveliho~d from farming; 

productivity and incomes are low. Fertilizers are usually in short
 

supply; farmers lack the incentive to buy fertilizer; credit for
 

'fertilizer 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; 

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

,Virtually no regulation or quality control; fertilizer is often 

sold in very smallquantity--eometimes as little as a kilo (2.2'lb).
 

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
 

accommmodate themselves to'needs as th, 
 emerge. Country examples
 

,.are: 
 Indonesia, Paraguay, Ghana, Nigeria, Ethiopia, Zaire,,,Senegal,
 

,Nepal, and South Vietnam.,
 

Table 1 projects some'salient features ofl',four tyical developing 

2,countries in the early stage of feft'ilizer marketing development-

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

'Indonesiavery ,little,fertilizer is used in these countries.' As' 

4 44 



Table 1. Coopcreioo of Fertilizer Maktlzng Systess fol Four Daveloping Cotmtries Ln the Traditional Stagl of Market Developcent 1 

Itea GhLa Ethiopia * Paraguay.Indonesia 

Consumption 

(1971) 

(at nutrients) 2,100 2,300 3,0CC - 249,000 

Seasonal consumption 90Z sold L 
period 

NareJune 802 .'ay-Septefber 
toZ February-April 

I= for stner crop 651 first crop; 
second crop 

351 

Source of supply 

..XsrkeaAc channels 

Imported by Covarmsent 
prLmal2 7 from Europe 

"" ... 

Through Crop Production 
Division, Ext. Serv., 
Co-ops, State Farms 

Imported I eely by 
private importers -
Europe 

Privately operated to 
large scale farmers 
co-ops macket to small 
farmers' 

Imported by govercant 
& private sources -
U.S. - Europe 

Private dealers -
pritarily exptriate 

80? iqorted including 
all l20s, t 2 0 & 
mixed Iron U.S.. 
Europe, Asia by Public 
Sector & soea private 

Governmet chaznels 
by 3 agencies Pusri, 
Pertani Peranna 

•:.Trmnornatioe.-". 

"" 

9U1 by ruck
Jutc starting 

barge 1001 truck 1001 truck to dealers
truckaiaift draft to 
fa.,sfar -drafttruck 

1001 truck to
distrbutors - animal 

to fare 

Ttanportation costs..[as Z of retail pfrce. 14Z-51Z 301 .13Z-IC . 151-201 
Storage Natio*al realoal, 

dis. * aubdistrict 
• ' 

. - Lack of storage 
facilities 

. 

Mos stsorage in 
Asuncioe primarily 

Not adequate but 
availablat a3l 
leve lsj 

is 

."Stnse Cost as 
-of retail price 

Z 1mf-23n 52 approximcely 
"0clu-

Not av-.able -
ad in imorters 

31-51 averae 
. s 

Credit Asistaf e Limited credit services 
Jjoint responsibility 
groups have been tried 

'stal 

. 

Private trade' to large 
amen - Governmentrt r m 

provides credit to
farmers. .. 

' " 
"to 

margin 
National ba / 
traders 

. 

"institution 

Avaial to iport 
& distributors 
interet by Govt.
farmers; privace/. 

credit
farmer - high 

PiigUniformed 
), / ,,' ?,. 

fixed prices 
., . ,, 

Fre. arket *transport 
cost partly pooled " 

Frree market Rgltdpie
'th s die 

'Subsidy as a 2 if 
ret l pric 

-- - .; 

" 

•. 

-

.. .. " -.-." , 
. . . 

o subsidy 

"subsidized, 

subsidized: price 

urea at 
,0:&•ThPat 55: 

Gross i.sneting margin 
as a Z of retail price 

Avenage retail price -
selected fertilizer 

Froeone 
responsibility 

None L 2' 

Aoia sulate $32 
urea $44 (eacuding 

subaidy) . 

Extesion ervice & 
c it boards 

- 201 at the importer 
level; 4z at retail 

level for 18-46-0 
.. 

Exei~oe service 

202-40 at the importer 
level; 5-15 at reta 

level 

Urea $133.00; TSP 
$117.04; DAt $136.87 

Extension service -

private suppliers 

Importer 4.52; 
distributor 2.81; 

subdistrict 1.22; 
retailer 1.51 • 

Urea & TSP $65 
excluding subsidy 

Exmteo servce, 
primsr ip 
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; s the case " in l iost[tropical climates seasonal consumption has 

two peak,pbriodd,which. usually'correspond with,,the, first and second
 

crops. 
Again, with the exception of Indonesia, all 4eitilizer is
 
Imported usually through the public oector and distribution may be
 

through government and/or private channels.
 

Most,ofthe cost of marketing fertilizer in these,countries is made
 
,,up of expenses incurred in transportingand storing fertilizers.
 

.For example, in Ethiopia these two expenses amounted to 35% of the 

,retail. farmer price while in Indonesia'they amounted to about 25% 

of .the:farmer price.., 

Credit is usually identified as a serious limiting factor to market
 

expansion. However, this is 
not always the case. 
Credit is generally
 

available through government banks, importers, private distributors
 

and cooperative societies; however, the noninstitutional sources of
 

credit are usually expensive. 
It is common to find interest rates 

,as high as 30%-50% per year in 'somedeveloping countries. Payment 

, in kind (crop)is also very common and usually is one of the most
 

.expensive sources-of credit 4.or low-income farmers;
 

Pricing is generally government controlled and is fixed in countries
 

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

selected two countries with regulated prices and two countries with
 

J'free 'market ,conditions. wBoth Paraguay and Ethiopia have,a free
 

market rand no !subsidy while Indonesia and Ghana have regulated prices
 

andtsubsidize fertilizer.-,.The~effect,of',the subsidy Is different In
 

each ,countryand is-Indicative of, he different: sUbsidy policies
 

,that, occur Ain:,developing, countries. KWhile'soide countries 'subsidize 
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,,the farmers others prefer to subsidize importers, manufacturers,
 

and'evensome countries subsidize distributors. :
 

2. 	Countries with transitional fertilizer marketing systems: Country is'
 

becoming more market oriented; production of food crops is a
 

priority in agricultural developmental plans; public and private..
 

capital is going into expansion of the: marketing ,system; fertilizer
 

prgoduction,,capacity ;is. rapidly,increasing; -fertilizers are moving
 

'
 "greater distances ,to farmers;;emore,attention is given to pricing
 

Spolicies;;more,.types;,of,fertilizer:,are,available 'temp6rary
 

surpluses may appear for some fertilizers;,'tranisportation is
 

often a critical bottleneck; animal transport is being replaced
 

by more edvanced conveyances; storage is usually short and costly;'
 

farmers are demanding more services in connection with fertilizer
 

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

is 	now a problem.
 

A general,expansion,of,the marketiiig' system is,taking place.,
 

,,requiringinew',,policiesi more facilitiesi.,m6r6',sdrvices and more
 

capital. Fertilizdrdemandds increasing (sometimes rapidly) and
 

primary emphasis is on improving market infrastructure. Country
 

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

India, Thailand, Philippines', Afghanistan.
 

,'Table 2 presents market data for Brazil, Thailand,' Philippines'.
 

and Kenya. These countries are examples of countries with marketing
 

'systems undergoing considerable change as a result cf aggressive,
 

agricultural development policies encouraging fertilizer ,programs
 

help increase food production. Each ofthesecbuntries governmentsI
Cto 




Table 2. Coepsris.n of Fortilimor Marketing Systems'for Four Developing Countries in'tt'e Transitional Stage of aket Develop.ent 

Item Thailand 
Con,.mption (mt nutrients) 97.000 

(1971) -
Seasonal consumption 50Z May-August; other 

Source of supply 

-15Z 


Marketing channels 

Transportation 


Transiortatlon costs 

as Z of retail price 

-Storae 

-Storage costs as 
X of retail price 

Credit 

-Pricing 

Subsidy as a Z of -

retail price 
Cross markecing margin 
s X of recall price 

Average retail price 

selected fertilizer 


sales evenly distributed 

Imports account for 852 
of supply - Japan. U.S. 
Europe through 

5coerca Iportersdomestic production 


primarily nitrogen 

Private distributors & 
numerous Chinese mer-
chants through whole-
sale/recail channels at 

. .5 trading levels 

90% (.f sales originate 
In Bangkok - 69Z by 
truck; 242 by rail; 7Z 
by water
 

7Z-10Z averages 

By Covt. storeas/privatea-

dealers virtually no 

scorage up country 

<1; not significant 
included in importer 

margin 
70Z of all fertilizer 

sold on credit; 552from institutional 

source; 45Z from traders 
at hgh interst 

Open market - prices 
abnormally high 


None 

Abnormal markup at 
Importer level - 80Z 
20% through wholisale/ 
retail channel 

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

Promotion 
 Extension; cktg. boards,
responsibility 
 private efforts not 

successful 


aOltalitems in this table are comparable due 

Key 

February-March peak 

Oct.-Dec. smaller peak 


100% imported primarily 
from Europe by private 

Importers 


Private Importers 
distribute to large 
farms directly & through
appointed dealers to 

small farmers 


Combination railvay/ 

truck - farmers pick 

up fert. at railvays
 

15%-30Z 


Lack of storage at 

recall level 


72-92 

Available through Govt. 
ranks, co-ops, S.
traders 

Free marks' vith 
subsidy 

182-35% 

Wholesaler: TSP-7' 
A. sulfate-9Z 


Retallers TSP-5Z 

A. sulfate-12Z 

Ammonium sulfate  $4 
Urea - $81; CAN4- $66 

Divided among Govt.; 
co-cps; Importers 6 
extension service 

K; Bi 

1.126.004 

Evenly distributed vith 
small peak in Oct.-Nov. 

Nitrogen - 76% Imported 
P205 - 88Z Imported 

K20 - 1002 imported 
vorldwide importsprimarily U.S.. Europe.
 

Mexi o S 
Producers -Y Farmer 
Co-ops -4 Farmer (152)
Private dealers --

Farmer 
Company dealers -

Farmer 
Agent .-- Farmer 
Combination rail/truck 
with farmer pick up 

Approx. 102 with 


discounts cAp
 
Mostly at production 

points but dealers 6 

co-ops are expanding 


Not available, included 

in distributors margin 

Dealers -) Farmers 
(122-24%) 


Banks -. , Farmers 

(6Z-12) 


Co-ops --) Farmer (62-8Z)
Lack of dealer credit 

Free market 

None 

30%-35% for urea 
35%-50% for DAP 


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

Extensiong co-ops 
company's dealers 

to the preliminary status of the study--only selected salient features 
analysis. 

hiipie 

170.000 

Tvo peaks MMarch-May 
November-January -

452 imported 
552 produced domestically 

Import by private
 
companies & sugar asa. 

- Primarily through
 
Co-ops -- Farmer
 
.Otg. assn. --> Farmers
 
Private dealers -p
 

Farmers
 

Most by truck/barge 

Approx 82-102
 

Inadiquate stocks"
held due to shortage
 
of storage -


Not available, included
 
In 

Available primarily 
through Govt. (ACA) 
with some banksC' 
dealers givng edt
 

High losses & high
cost credit, also 
crop/barter
 

Free market vith 
cheaper prices In 
food sector
 
Socialized pricing 
In the food sector 

Co-ops - 52-7% 
importer distributor
 

25%-35Z
 
Dealers - 10Z-122 

Urea - $120;
 
Amon.um sulfate - $79 

Eteson. dealers. 
Eotens
 

have been used In tlts 
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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
 

indigenously, the Philippines and"Brazil 'morethan Thailand.;
 

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

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

capacity in order to reduce imports and save foreign exchange.
 

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


countries. Thailand' has' virtually' no storage ouisid Bangkok in 

' 
the major fertilizer consuming areas. Kenya has -limitedstorage 

which is compounded'during'the rainy season because of demand at, 

atpeak consumption periods. Most of Brazil~s present storage i's 


or near production points. This,'situationl'is changing as Brazil
 

begins to build bulk blend facilities and locate storage iterminals
 

nearer the market.
 

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

since or nobeing compared especially 14 little services are provided 

by dealers.' ,Tlie Philippines' is an' exceptin izi 'that producers .and' 

cooperatives have fair,to excellent, agriculturai service centers 

and do provide technical'services. A good example is The Sugar 

Producers Cooperative Marketing Association (SPCMA), formerly ESSO; 

of The Philippines. 

'In Thailand about 80% of the total ,fertilizer finds its''way'to1 the 

farmer through private traders. There are five different levels 

of fertilizer trading from the commercial importer't6 the farmer." 
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i Selling''imethods tend tobe'opportunis tic, short ranige,.and price" 

orient'ed;,,-'Brand advertisipg'4s, the ,,ost important~source, of promotion 

by:d1ealers with virtually nol'technicalservices.1available from private 
sources ; :OA&"'firin, Thai1,oAgrcultural Services 'Company (TASC0), now in 

liquidation was, inLaiit asi by 'itself "insofar' ,as 'it, was attempting to 

establish, an entirely new' distribution';system for- fertilizers, 

,pesticides 'and4'otherr,
-farminputs. -Some experts'say 'it failed because. 

it was, too -advancedland .not well1:unddistood, by Thai agricult-urists. 

3. Countries with commercial market-oriented fertilizer marketing systems: 

,This-type of'marketing system'is well know to all of you since our 

;-own U.S. ,system 'Ls representative;- Basically, the country is a 

large consumer :of fertilizer ;relative to available land; problems 

of fertilizer-supply-begin to ,shift from issues of production,to 

"distribution; ,the fertilizer market is-quite diversified; mixed
 

fertilizers are 'important,sources of N, P205 'K20; granulation and
 

blending are,commonplace; a larger portion of the fertilizer purchases
 

.by the farmer will be through a wholesale/retail distribution channel
 

as opposed to the basic producer selling ,direct to the farmer;
 

attention shifts to market organization changes In order to gain
 

efficiency in the system; with farmers demanding more services an
 

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

of providing these services; distribution costs usually account for 

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

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

protect .the ',farrter,from misrepresentation and malpractices. Country, 

,examhles.ire: United States. European countries .Taiwan, Southern'
 

Brazil, Mexico, Venezuelas Costa Rica,, and,Krea.,
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Data in table 3 represents four countrieswhichi have reached the
 

late stages of market development. Alth6ugh,,Mexico and Venezuela
 

are still undergoing major shifts in their,fertilizer programs, the
 

fertilizer market in each country is well developed. Each of the four
 

.,countries has been extremely influencial in other,countries in their
 

,,geographc regio..-With exception of,"Venezuela,-the countries,are
 

,,expOrters of fertilizer ,with tJapanexporting 60%:of: its nitrogen,'

',mostly-,to nei4hcqriTug Asian,-eountries. ,,Venezuelawill soon be exporting 

nitrogen.I 

The co'trast',n ,the marketing channels,,Ais, interesting. Most of the 

,,,fertili'er in,'Japan and',Taiwan -s marketed through ,cooperatives while 

,most of the fertilizer-ii-Mexicorand ,Venezuelais,sold through,
 

,noncooperativ 
channels...Another ,similarity'is,transportation. The
 
tranqportation ,cost'expressed,as a percent of.marketing'cost is
 

-the, same for Mexico' and :Venezuela while Japan and Taiwan 'have
 

similar, transpprt cost' , , >,' , ' 


Pricing is. controlled in all four countries but to different degrees. 

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

It operates. on the barter principle--barter paddy rice for fertilizer.
 

MaxicD and Venezuela operate on the "price equalization" principle,
eaualization' ' principle 

e fertilizer prices are the same throughout the country. -Japan's
 

pricing schemie involves "fixed prices" negotiated between ZEN-NOH
 

and Representatives -of the Japanese Fertilizer Industry.
 

:iThejcost -of marketing appears to be lowest in Taiwan (10%-16% of 

,'retail price). However, itshould 'be pointed-dut ,Ithat Taiwan's 



Table 3. Comparisbu vC Fart!uz-.t Marketi g Sysicems in Countries in the Cooercial-Market Stage of Daveiop,enct 

ICte " Japan, Mexico Taiwan . Venezuela-, 
Consuption 

(1970/71) 
(mt nutrients) 2,241.000 544.537 

--
257,000 

=+ 
S9,000*

+ 

Seasonal consumption January-June CO2 May-Ausust - 51Z 
December-January "0% 

February-Harch - 402 
July-August - 502 

Harc-June - 501 
November-Decezber + 20Z 

Source of supply Domestic produced 
compounds account 
752 of market 

for 
Domestic production 
90%; Imports - 10Z 

- Self-sufficient, now 
exporting -

Net i,pored now but 
wll be ne%_ exporter 
ofotlby 1974 • . 

Exports 60% of nitrogen 
production exported 

Prior 1970 insignificant 
- nov increasing 

10Z-15Z of total prod. None 

Marketing ch nnols Cooperatives - 68X 
private merchants or 
dealers - 322 

Cuanomex, public sector 
distributors - 522 -
commodity assoc.; banks 
-682 

Public sector corp. -
10Z; Taiwan Food 

Bureau - 652; comnodity 
Assoc. - 25Z - 8% 
marketed through co-a,a 

All fertilizer 
channeled through 
Govt. corp (IVP) 
private - 20Z -
banks - 352 ".a ruform) 

Dometc transportation Truck - 772; 
barge - 7Z 

rail - 162 Truck - 84.; rail - 162 9o by rail/trw, 
commodity boards - 302 

Nearly all truck-tot 
the farmer 

Transportation costs as 2 of marketing cost 202-252 10-122 302 10-122 
Storage Wholesale level - 652 

retail level - 352 
most of which is co-op 

Wholesale level - 802 
Farmer Assoc. - 15. 
Local distrib. - 52 

Pri'-arLly at rail heads 
and Food Bureau 
warehouses 

At al, levels but 
not close co 'farmer 

Volume sales 
(not comparable) 

$190,000 annual 
turnover per firm 

Approx. 25,000 mt 
holesale/retail 

- at Not available . Small dealer -1500 
Large private dealer -2 000 

Credit to 

Pricing 

farmers Co-ops -+ Farmers 
Private trade -tFarmers 
Credit purchases account 
for 2/3 of all pirchases 

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

combination dealer 

72Z all fert. was sold 
on credit at 92-122 
interest/annum, Cuanomex 
banks, etc. 

Controlled by Guanomax 
seasonal-pricing 

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

Fert./crop barter for 
rice; all other crops 
cash/crediL 

t basis 

-

lV2 -. Farmers, I 

Bank -) Farmers 
Private dealers --

Farmers 

Price equalization 
principle at all 
locations 

, 

Marketing 
2 of reil 

coat as 'a 
price-

252-502 
on type 

depending 
of fact. 

35Z-401 Taivan 
Taiwan 

Food Bureau 
Fart. Corp. 

162 
102 

15Z-202 (estimated) 

Gross marketing margin 
as & Z of retail price 

15%-35Z 
type of 

depending on 
fertilizer 

82-34Z depending 
fertilizer type 

on 5.2Z-202 depending on 
fertilizer 

112-13% excluding 
producer's margin 

Jverple retail price
s-ec:ted fert. (nt) . 

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

Urea $114 
DAP $145 
ammonum sulfate $60 

Urea $95 
16-20-0 $80 
ammonium sulfate $62 

Urea $100 
ammonium sulfate 
12-12-17 $111 

$61 

Promotion 

rasp ns~htI~ty 

Local extension, 

Cooperativesprivate wholesaler 

mixed fart. $120 

Cuanomex, extension, 

oops dealers 

20-5-10 $79 

Taiwan Food Bureau 

Taiwan Fart. Corp. 

DAP $138 

Primarily 1VP 

extension service some 
lot all itemsain 

analysis. 

ths Cabl- are comparable due to the preliminary status of the study--only selected salient features have been used in this 
this 
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marketing uystem is a very tight government,regulated systemand it
 

is difficult to evaluate marketing cost becauseof the built-in
 

character of the rice-fertilizer barter system.
 

Marketing margins vary widely among fertilizers in each of the, 

countries. For example, the range in Japan is 15%-35%, Ain Mexico 

8%-34%, 5%-20% in Taiwan and 11%-13% in Venezuela._Themargins in 

Venezuela'do not include the producer's margin, whi'ch is thought 

to be significant. 

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

in promoting fertilizei sales. Promotion is also conducted by.
 

amst-'of the"cooperativs, extension services, and dealers. Generally
 

speaking, highly commercial fertilizer marketing systems have good
 

promotional schemes which are adapted to environment within which
 

the systemboperates." ,It ,is'inthis area';of,promotion that countries in
 

",,;he early 'stages- of market zdevelopment, by examining, can 'prOfit most 
-4oe4dv - 4~l;v ' ;t .. 
more advanced systems 'whici'are similar 

General Problems Identified, in Fertilizer Marketing Systems- -Each 

country has its own set' of problems just as each stage of development 'is, 

characterized by certain kinds of conditions and problems which emerge as,
 

the system changes. Investigation of sel-cted marketing systems to date,,
 

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

limiting the growth and efficiency of marketing systems in developing cobintries.
 

These c onstraints are grouped aqcording-to their level of influenice o'n ' 

-the',marketing system"' 



, Political and ,Ec6nom:c, Constraints:, .: 

'i-	 Uncertainty. and, indconsistency-of , -government, policy,regarding 

marketing infrastrudturel'needs ,, 

2. 	Unwillingness or inability of governments to enforce existing
 

policies regarding fertilizer distributor responsibilities. 

3. 	Failure of both public and private sectors,to encourage re-investment
 

of monies in expansion ok the marketing system.
 

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

in 	government officials.
 

5. Shortage of qualified personnel to handle the appropriate
 

management and planning necessary for an effective and efficient
 

fertilizer marketing system.
 

Market ,Infrastructure Constraints:*,
 

1.,'Lack, of',adequate transportation facilities.,at ,reasonable costs
 

especially in A2rica.
 

2. 	Inadequate or poorly located storage facilities usually long
 

distances from the point of supply,
 

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

small retail distributors in order to maintain adequate stocks of
 

fertilizer.
 

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

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

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

farmers near the source of supply.
 

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

burden for the marketing system.
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6. 	Marketing margins at the wholesale/retail level are generally too
 

low to induce reinvestment into the system., ,Profits are usually,
 

siphoned off at or near point of supply1
 

Farm 	Level Constraints:
 

1. Unfavorable fertilizer/crop price ratios prevent farmers from
 

using fertilizer economically.
 

2. 	Farmers' lack of knowledge about fertilizer is still a serious
 
fl,. 

problem in many developing countries.
 

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

at the farm. 

4. Procedures for buying fertilizer in some countries are often
 

complicated and ,discourage farmers from placing orders.
 

5. 	Credit is very expensive, especially: from noninstitutional sources,
 

and 	 thes costsl frequently discourage farmers from buying fertilizer. 

Some Conclusions and Recommendations 

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

improvement of fertilizer marketing systems in developing countries. Several
 

points seem obvious--any improvement in marketing systems in developing countries
 

must include some changes In transportation and storage facilities at all
 

levels of marketing; responsibility for marketing fertilizers must be with
 

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

those who distribute fertilizer must have sufficient incentives to ,handleand 

promote fertilizer sales; innovations in the marketing system must be in line,, 

wi. he capability of the system. Pricing policies involving subsidies can 

retard a system's progress if the subsidy is not applied properly and at
 

appropriate level in the marketing chain and government policies must be 
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'donducive :to expansion tand. improvement,, in !the,,marketinginfras trcture including 

,-inves tment,incentives .:,,L: 

: ,,.)x ,-tLis apparent that. most -developing marketing- systemsa are. inneed of 

guidance and training at three various impact levels;
 

*At, the poli ymaking level
 

*At,°the :executive.,management, level,,
 

,;*Atthe -wholesaling/retailing level,,
 

Each of these impact levels, requires a different approach and different action.
 

For the-;greatest'impact the ,training should start atthe policy level in, order
 

that government officials become aware of the :needs and,conditions necessary for 

effective and, efficient fertilizer marketing, ,wthin the :system's environment. 

Training at the management leval should give, the marketing management team,
 

the ,tools with which to organize a sales and .promotionprogram while training
 

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

profitable fertilizer business.
 

Some Thoughts on Providing Assistance
 

Removing the bottlenecks in fertilizer distribution systems in
 

developing countries will,require more than increased capital investment in
 

the systems. Technical advice and assistance through seminars, workshops and
 

training programs will be needed in order to influence policy and create conditions
 

necessary for viable marketing systems.
 

Many public and private organizations will be engaged in rendering
 

marketing aIssistance through both bilateral and multilateral efforts. FAO
 

will provide assistance through its technicians and the Fertilizer Industry
 

Advisory Committee; most European countries tend to provide assistance through
 

'direct,bilateral aid as does Japan, 'The U.S. Government provides assistance
 

primarily through the AID.program and its missions in the country by contracting
 

with TVA and other research and development institutions. Numerous other
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Banks ,'United!organizations- sucaas the sWorld nk,-akRegional Nations .Indus trial 

for Economic ,Coope-a~tion,and Developmentorganization (UNIDO), Organization 

S(oECb)y:,;wet:, ailaso 'provide.assistance'eto :rious dlevels of market 

operations. 

is inThe world fertilizer industry throug its,normal trade relations 

fertilizer market development.the best position of any gr6up.tomakle,-an'impact ,on 


or person'yknows :your, product 'better,-thanyou, no one is more'
No organization 


sell it,(better.-thanyou, can.
,tsbenifitsi thah'-you- are, no 'one can 


You know the problems -of 'promoting'' merchandisihg,, and 'distributing, fertilizer
 

better -than nyone else. Youknow -how-to ,'diagnose and 'treat the A"'symptoms''
 

of,market inefficlency-and-ineffectiveness. b'JIniother,-w6rds, you the fertilizer
 

1-aware of'-

-

"1fidustry, can greatly assist in,improvement,of fertilizer marketing systems
 

in the developing world.,, After all, wto stands to :gain'most from the
 

doubling of fertilizer consmtioninin the developing countries during the
 

1970's. YOU DO.
 




