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APP£NDIX 1 

Calculation of Net Profit and Rate of Return 

Gross output (Y) at NPL or HRL was calculated 

from which the output with zero level of fertilisers 

was deducted to arrive at 'Net Output' accrued to 

fertilisers. '!his value \men r.rultipl1ed by the price 

of the output (Py > gives the added value of production 

or 'net value of output' attributable to fertilisers 

from which tr.e cost of fertiliser (not considering the 

transport and labour costs) was deducted to arrive at 

the 'net profit' or 'net return' due to fertiliser use. 

The rate of return was calculated by dividing the net 

to by cost of fertilisers. 

Yo: Yield at Zero level 
of fertiliser use 

(YN)Py = Acded value of Production 
(Y

AV
) Py : Price of output 

YAY - Fe = net profit or net return 

Net return 
Fertiliser 
cost 

= rute of return 

Fe :: Fertiliser 
Cost 



OIAPTER Vl: 

FIELD INSIC,HTS ON FERTILISER USE 



CHAPTER VI 

FIELD INSIGHTS OU FERTILISER USE . 

Variations in fertiliser consumption are gene­

rally attributed to the variations in agro-economic 

variables like irrig~tlon, HYV seeds, cropping ;at­

t8rn, relative prices etc. The implicit assumptions 

here are thut, despite varying reSOurc~ endowments, 

- the managerial practices of the farmers are optimum; 

- there 1s ade~ate and timely availability of 

fertilisersl 

- there .1.s no constraint on the availability of 

c,1:ci t:1l. 

However, under actual farm conditions, these assump-

tions do not always hold true. Not only are the 

managerial and cultural practices inappropriate to 

the adopted technology but the ~iroely availability 

of fertilisers and capital are also limiting factors. 

As a resul t, the method of cultivation and the 

efficiency of the fertilisers used will be affected. 

Besides these poor infrastruc~ral facilities also , 
has a dam;.::cning effect en the use and return:; to 

fertilisers. 
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Thus, in reality, the growth of fertilisers is 

not only dictat~d by agro-economic variables but is 

also governed by the strength of the extension net­

work, supply and distribution ne~works and the availa­

bility of the credit facilities. An analysis of these 

factors in Andhra Pradesh is What follows in the 

subsc~uent sections. 

In the previous tt,'O chapters where the deter­

minants and the economic feasibility of fertiliser 

use were analysed, the impact of extension services, 

supply and distribution networks and credit availaci­

lity, although rc:fGrrnl t,c, could n;)t be studi2S in 

detail. Recognising the importance of these non­

price factors in underst~.ding the effectiveness and 

the crcdibili~J of fertiliser use, two taluks were 

selected for inv~stigation into these issues - one 

Peddapuram (in East God"vari district) r2presenting 

the developed ar·-.:as of the state and the second, 

Shadnilgar (Milll;lboobn.:lg-3.r district) representing the 

~~der developed areas of the state. Some 78 farmers 

Were intervie .. /ed - 40 farmers covering 5 villages in 

Peddapuram t.:iluk and 38 fdrmers coverin<;J 2 villa.ges 
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in Shadnagar taluk. It should be mentioned that the 

methodology adopted here is that of only illustration. 

hence, so specific sampling technique was used either 

to select the taluk or the Villages. 

The analysis is divided into four sections. A 
• 

critical review of the extension network dealt in 

Section 6.2 tries to see how far the new technology 

has been imbibed by the farmers. As such. fertiliser 

use practices have been studied against the prevailing 

extension network. In Section 6.3, the relationship 

between fertiliser use and its timely availability has 

been studied. It is in this context that the quality 

of fertilisers, which has always been neglected, is 

also studied. Section 6.4 deals with the intricacies 

of the credit market. The sensitiveness of fert1-

liser use to fertiliser prices and output prices has 

been studied in Section 6.5. 

6.2 Fertiliser Use Practices and Extension Services 

Managerial and fertiliser use practices vary 

between regions as well as among farmers in a given 

region. This is because these practices are mainly 



determined by farmers' o\m experience arrived at by 

the trial and error ~ethod followed by access to 

extension services and demonstration eff~ct which 

essentially means emulating the progressive farmers. 

Notwi thstanding the irr,portance of farmers' own 

experiences, modern agriculture demands changes in 

the attitudes and the skills of the farmer for 

which the extension services are imperative. The 

returns to fertilisers depends on a number of factors, 

among which the nethod of apjlication and the use of 

optimum quanti ties are i~protant. Knowledge about 

these practices is crucial and is expected to be 

di~seminated by the Village Extension Officer (VEO) 

anu tilU3, nalp in tile tr~n::;i.:;r of trchn:Jlogy. 

Studied against such a background, the VEO's 

role is catalystic in nature as he pro~~tes research 

~J te~ting its reco~endation at the farm level and 

al~o by communicating the probl~s faced by the 

far~ers to the research stations to find suitable 

solutions. Tnis is the eSScnC2 of the Training and 

Visi ts (T & V) system introduced in 1982 in Andhra 

Pr~cesh with the assistance of the World Ba..'lk mainly 
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to accelerate agricultural development with location 

specific technology.l 

Without taking the form of an evaluative study, 

our analYSis has shown that the T & V system is not 

very successful in bringing about the desired changes 

in the attitudes and the skills of the farmers. One 

of ~~e important reasons 1s that of the inaccessibility 

of the services of the VEO. 2 Out of a sample of 40 

farmers in Coastal Andhra and 38 farmers in Telangana 

regions respectively as ~any as 75 per cent of the 

former and 93 per cent of the latter depended on their 

o\H\cxperience. From this, two important issues 

emerge - one, the penetration of the extension ser-

vices in the developed regions is relatively deeper 

when compared to that of the underdeveloped regions 

of the state. Ironically, the farmers of the under-

developed areas seemed to be more receptive to recommen­

dations and had in fact, expressed the need for such 

1. 

2. 

Agro-Economic Research Centre (Waltair), MAP 
Agricultural Extension Project - Report of an 
Evaluation Studyu. Waltair, October, 1987. 

Each VEO is in charge of 8 villages and he 
visits each vill;:lge once in 15 days. He divides 
each village into four groups and visits each 
group once in a fortnight. 



services (almost 90 per cent of the sample farmers of 

Telangana region have expressed s ) o • Secondly, these 

services are mainly rendered to the big farmers who 

can be defined as Capitalist farmers identified in our. 

f r ame ....... rk. 3 Thi ul ~ W~ s res t strengthens our argument with 

regard to the differences in the accessibility to 

resources among the peasantry. The concentration of 

the socio-economic power with the Capitalist farmers 

gains easier access to most of the avai.lable resow:ces 

(See Chapter IV). This phO!iomenon is true both in 

developed and underdeveloped areas, although to a 

larger extent in the latter. These farmers benefitted 

not only by the recommendations offered by the VEO's 

but also in terms of new varieties of seeds and 

fertilisers provided by these officers, sometimes, 

even at subsidised rateS. 

3. For the sample farmers, criteria like hired labour. 
marketed surplus and net income could not be used 
for distinguishing Capitalist from the Family 
farmers due to lack of data. However, in order to 
make this analysis comparable \-lith our earlier 
analysis, we have used the average net sown area 
of the Capitalist and Family farmers (based on the 
Cost of Cultivation data) to classify the sample 
farmers into Capitalist and Pamily farmers. As 
such. the NSA for the two classes of farmers in 
Coastal Andhra and Telangana regions is as follows. 

Average NSA 
(ha) 

Coastal Andhra Telangana 
Capita- Family Capita- Family 

list list 

3.92 1.22 2.93 



Interestingly, even at times when the services 

of the YEO's were made available to the farmers, 

~ore than 40 per cent of the sample farmers had 

ei ther no confidence in the officer and. found the 

recommendations to be impractical especially with 

regard to fertiliser use. The reason being that 

seme of the VEOs did not have the required educational 

qUQlifications. For instance, in one case, the farmers 

said that a peon of the Block Development Officer's 

office was promoted a the VEO. 4 These views seem to 

gain cr2dibility as the farmers who benefitted from 

these services have sup~lemented them with their own 

~(~8rienc2. The udvi-e of the YEO was tak~n only for 

pesticides. At times \.hen the YEO was not available, 

the farmers (especially the Family farmers) approached 

the Jrivate dealers for advice. The dealers being 

profit oriented, sug~ested those pesticides which 

were available with them. This way the farmer has 

lost most of his crop. Thus, there is a need to 

educate the farmers to take precautionary~measur"s 

4. Similar observations were also made by ano~~er 
study. See Agro-Economic Research Centre (Waltair), 
oR.cit •• 1987. p.60. 



rather than ap~ly pesticides after the damage is done, 

which would involve strengthening of the extension 

network. 

Most of the farmers did not prefer to adopt the 

recommendations on fertiliser use giv~ by the VEO. 

Farmers, through their own experience have realised 

the importance of the time factor and the balanced 

use of fertilisers. Hawever, the use of P and other 

micronutrients like Zinc is relatively less when 

compared to the use of N, the reason being uncertainty 

of rains anc the high cost of complex fertilisers. In 

the ev~nt of late monsoons, farmers used only Ur2a for 

quick results. Compl~~ fertilisers, under such cir-

cumstances, were not used mainly because of their high 

cost. 5 Conversely, \"hen the monsoons set on time, 

complex fertilisers like OAF, NPK (17;17;17) and Urea 

Amo;-hos (28;20) Here extensively used by the farmers. 

This behaviour of the farmers of Coastal Andhra region 

evinces considerable interest as it supports the 

retionality hypothesiS in economic theory. When risk 

5. The oric8 of Urca was re~orted at ~.115!50 Kg 
b~~ while th"t of the complex fertilisers ranged 
bet'.~een Rs.150-180!40 Kg.bag. In other words, 
1 k~ of Urea costs [-..5.2.30 while a Kg. of complex 
fertiliser approximately costs ~.4.20. 



and uncertainty increases, the discount on [eLtl1ise~ 

would be high. But what makes this pehnomenon 

peculiar, in this case, is that this discount is not 

in terms of reduction in the total quantity of ferti­

liser used but in the composition of the fertilisers 

used in terms of N,P and K.6 As the farmers are 

convinced ~ut the beneficial effect of fertilisers 

on yield, on no account are they ready to deter from 

using them. Whether this is the result of the extension 

services or of their own experience, it could not be 

ascertained. In fact, 3 farmers have quantified this 

relationship with regard to Paddy. They said that by 

reducing fertill~ers by one bag (e~~al to 5U kg), the 

yield would be reduced by 5 bags (of 75 kg each). 

This would approximately result in an average response 

of 7.5 kg of grain for 1 kg of fertilisers which 

approximates to a loss of ~.6 for every rupee reduced 

on fertiliser expenditure. 

This could probably be the reason for the insig­
nificant effect of relative prices on the demand 
for fertiliser at the macro level. 
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Another important aspect of fertiliser use is 

its complpmentarity with the use of organic manure. 

The use of organic manure ranged between 75-150 qtls/ha 

in the develop~d areas and between 75-90 qtls/ha in the 

under develo~ed areas. Until this level, the comple­

mentarity between fertiliser and organic manure existed 

but after which there was a tendency for this relation­

ship to change into one that of Substitutability.7 In 

Coastal AnUhra, \.ben the availability of organic [;lanure 

is more, for an increase of 30 qtls of organic manure, 

50 kg of fertiliser (1 bag) is reduced. Conversely, 

when 3 qtls of organic manure is reduced due to non-

aV3iL:, .ili ty, 100 to 150 K(ls of. extr.:! fer'.:iliscr are 

used. '!'he formers' conside.ration behind this practice 

is more of costs rathe.r than that of facto.r substi-

tutivn. The labour re~ired for the application of 

organiC manure is 10 times greater than that reGUired 

for fertilisers. Hence, when the use of organiC 

manure is reduced, the labour cost thus saved is 

invested on extra fertilisers. 

7. Sir"ilar observations vlcre made by another study. 
~ee, Arun S.Patcl, Fertiliser Use in Gu1arJt -
A .Hero Vic\v, Gujar-:l-c ~tate Fertiliser Company 
1.i;::1 C0U, Vallaonnagar, 1973. 
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Secondly, the properties of organic manure and 

its relationship with fertilisers were well recog­

nised by all the sample farmers. Almost all the 

sample farmers have used organic manure to improve 

the soil conditions and to increase the efficiency of 

fertiliser use. In fact, some of ~~em have said that 

fertilisers give yield but without the use of organic 

manure the soil g085 acidic and a continuance of this 

would render cultivation irr~ossible. As the effect 

or organic manure lasts for 3-4 years, tile farmers 

manure their fields in rotation. Further, for the 

farmers of Coastal An~lra, organic manure is especially 

beneficial to the sU0sequent crops like Bengal gram 

and Black gram for which fertilisers are not used at all. 

Apart from fertiliser use practices, there were 

many differences in the farmers' approach to cultiva­

tion between the developed and th~derdeveloped 

arGas of the state. The farmers of Coastal Ancllira 

region were more active and were ready to eXpericment 

especially with respect to the seea var iety used. In 

this region, rr~st of the farmers changed their seed 

varieties eV'3r:y 2-3 years. v.'heoever t.~ere was a 



perceptible decline in yields. seed variety vIas 

ch~ng~d. At times ... han some farmers used a new 

variety of s~cds re~ulting in high yields. the 

remaining farmers bought tho zeeds from hi~ for use 

in th~ following years/s3<lSon. Thus. the demonstra­

tion effect is more pron~unccd in this ragion. Pro­

bably, this could De the reason why the T & V syst~m 

had bett2r r=~ults in ~jis r~gioa. It is also 

interesting to nota tt.dt ::h~ :::arm~rs ;u.t considerable 

int~rest to gain knowledge on the new v~riety of 

seeds. Some of the farmers had direct cont3ct with 

the Haruteru Research St2.tion .. hile sorr,e had relatives 

in t.'1e other alstrict.s "ho .inform them aCout the new 

v~riety seeds. Thus. it is n~t sUI?rising that the 

~addy productivity level ranged beb .. een 40 - 60 qtls/ha 

.J.n.:.i cnc can feel the dynamic nature of cultivation in 

thl:; region. 

In ccntra~t. the farmers of Telangaoa region 

\·;ere mere lethargic. For the last 10 years the seed 

variety (Tellahu.i7lsa) has not been changed. As a 

resul t. yi~las ranged ;::ct,;ecn 30-35 ,:;:tls/r,a. Even 

tilvugh Tall~,a~sd i3 a ozouynt resi5~~t variety that 
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can • .. Ii thstland moisture stress, the farmers made no 

attempt to find out about the new varieties. It is 

here that the extension services are most needed to 

change the attitude of these farmers. 

Another surprising observation was that of the 

absence of demonstrations by the VEO and soil testing 

which are so important for the success of the new 

technology. Even though soil testing was conducted 

on a few fields 10 years ago in the Telangana region, 

the farmers neither received the reports nor recommen­

dations based on those results. This could be one of 

'::12 ;::::?.33cn.s for the ::.crsistence of t.'1e irr.balanc2d use 

of fertilisers. Thus, there is a need for improving 

the effiCiency of the extension services especially 

in the underdeveloped areas of the state where there 

is still scope for improving the yields of the crops. 

6.3 : Fertiliser Use and the Inout Supply System 

With the decontrol of the fertiliser distribu­

tion system from 1965. the fertiliser supply system 

undcr;'lent perceptible changes. Prior to 1965, the 



co-operatives Were the sole agemcies for the distri­

bution of fertilisers in the state. As the supply 

position in the country improved, a partial decontrol 

was introduced under ~mich 70 per cent of the allot­

ment to the state \'/as distributed through co-opera­

tives and the remaining 30 per cent through private 

de~lers. The proportion handled by the private 

dealers increased further as ~ result of the permis­

sion given to the indigenous manufacturers for market­

ing 70 per cent of their production through their own 

channels. By 1969, all the manufacturing units were 

per~ttcd to ffiarket their entire prOduction through 

th"l:::: ;Y .. 71 chdnncL.l. ;-lowever, thi3 ,:,colic./ ;1<3.3 r2viscd 

again in 1972 under the Essential Commpdities Act 

CECA), due to the oil crisis of 1971_73. 8 

8. Baaed on the Sivaraman Committee recommendations, 
in 1965 partial decontrol was introduced, accord­
ing to which, the manufacturers were allowed to 
market 70 per cent of their prodUction through 
private dealers and 30 per cent to be acquired by 
the Central Fertiliser Pool. By 1969, all the 
units were permitted to market their entire produ­
ction. This resulted in greater effort for market 
development. This system continued till Harch 
1972. However, due to the oil crisis of 1971-73, 
there \lere severe shortages of fertilisers, as a 
rC3ult of \~hich,the Governm2nt had to intervene 
and exercise control over the distribution of all 
fertilisers (domestic and imported) under the ECA. 
Since then the control over fertilisers with respect 
to allocations, prices, quality and movement has re­
~alncd unchanged. See, Government of India, Report 
of the High Powered Committee on Fertiliser Consu­
mer Price::!, New Delhi, 1987. 



Although the existing supply system envisaged 

an important role for the co-operatives in the market­

ing of fertilisers. their share in the total ferti­

liser outlets kept declining. In 1987, 1n the State 

of Andhra Pradesh. the percentage of cooperatives in 

the total fertilisers outlets was only 17 per cent. 

while th3t of private dealers was BO per cent. The 

region-wise break up also revealed a similar trend 

(See Table 6.1). This declinin9 share of the coopera­

tives only implies that the terrr~offered by private 

dealers were more favourable to the farmers. This 

proved tc be true and is strongly brought out by our 

analysis of the farmers views on the supply system. 

The supply position of fertilisers when compared 

to the 70's is very encouraging. Not only did the 

producticn increase from 17 lakh tonnes in 1976-77 to 

72 lakh tonnes in 1987-88. but the share of imports 

also declined from 31 per cent in 1976-77 to 14 per 

cent in 1987-B8. Thus. it is not surprising to find 

general satisfaction from the farmers as well as the 

fertiliser de3lers (who18sale and retail) about the 

availability of fertilisers. In other words, availa­

bility of fertilisers is no longer a constraint. 



Table 6.11 Share of each agency in the total ferti­
liser distribution outlets 1987-
Region-wise ' 

51- Co-opera- Agro-

No. Region tive Indus-
Societies tries Private 

1. Coastal Andhra 20 5 75 

2. Rayalaseema 15 3 82 

3. Telangana 12 1 87 

4. Andhra Pradesh 17 3 80 

Source I Directorate of Agriculture, 1987, Hyderabad. 

With a secure supply position of fertilisers, 

in a big way. Further, the inefficiency of the co­

operatives had an enormous impact upon the growth of 

these Prlva~~ dealers. Almost all the sample farmers 

of the Coastal Andhra region 9 complained against the 

co-operative societies in three respects. First, the 

procedures involved in the supply of fertilisers were 

cumbersome, as a result of which, the farmers had to 

make repeated trips to these co_operatives. Second, 

a~ thc supply of fertili~ers is linked to loans i.e., 

9. There were no co-operative societies in the sample 
villagcs of Tclangana region. 



10 per cent of the loans were given in the form of 

fertilisers, farmers eA~ressed less confidence in the 

quality of fertilisers. ~7 felt that old stocks and 

clotted fertilisers were disbursed by these societies. 

Noreover, the farmers I"ere reluctant to buy fertili­

sers from these societies as they \-Iere not allowed to 

chec~ the quality of fertilisers before buying. Third, 

the type of fertilisers required by the farmers were 

generally not available with the societies. Even at 

times, if the required fertiliser is available, the 

stock allotted to the societies is very low, as a 

result of which, the fertiliser is not distributed 

and is sent back. 

Contrary to this, the private dealers found more 

favour with the far~ers because of their superior 

~arketi~g experience. Due to the heavy competition 

arr,ong the dealers (especially in Coastal AncJhra region) 

the prices offered ~/ the~ were highly competitive -

somctime3 even le:Js th·.in those at the societies. The 

absence of procedural delays proved to be advanta­

geous to t.~esC' deJlcr3. !·loreover, the dealers, some­

times, ;nude horr,e deliveries and the terms offered by 

them were more flexible. For instance, these dealers 

allowed the' [<)rrr.er s to check the tertiI! cer before 



purchasing (normally the farmers check the conditions 

of the bags in which th8 fertilisers are sold). These 

dealers sometimes allowed the regular customers to 

defer their payment by 10 days uithout any interest. 

Credit also was offered for the purchase of fertili-

ser at an interest rate of 24 per cent, which the 

farmers repaid after 3 months. In this way, both the 

de~l~r (by capturing ~~e market) and the farmer benefi­

tted. Unlike the co-operative societies the dealers 

stocked only those type of fertilisers which were 

demanded by the fnrmers. All ti,ese factors help~d the 

~r!v3t2 dealcr8 to gain a fir~ stand in fertili~pr 

marketing scene inspite of the preferential treatment 

accorded to the co-operatives. 

Even \Ji th such favourable terms, some of t.l-Je 

far~ers have also complained about ~~e ffialpractices 

and the adulterated fertilisers sold by the private 

dealers. Some of the allegations levelled against 

them werea (1) Mixing of cheaper fertiliser with 

costlier fertiliser and selling them at the price of 

the costlier fertilisers; (2) mixing salt in Ammonia, 

sand in Urea anu stones in Calcium; (3) putting the 

old stock in new bags and selling o.t t}-,'3 present 



prices; and (4) giving bills with a difference of 

Rs.4-5 per bag. The sample farmers also expressed 

that adulteration in the recent years has been re­

stricted. Majority of the sample farmers _ 75 per 

cent of the Telangana region and 90 per cent of 

Coastal Andhra region - were confident about the qua­

lity of fertilisers sold by the private dealers. It 

was notiCed t::at farT.ers who always purchased from 

one dealer did not complain about the quality of 

fertilisers. It was those farmers who changed 

dealers often and bought fertiliser in small quanti­

ties ·,.,ho expressed c1cubtS1bout the cuali ty of ferti­

lisers. AI~o~t all the sample farmers in the two 

regions expressed the need for the printing of thE! 

date of expiry and th,=, dClte of manufacture on the 

bags sold. 

Similarly. th~ wholesale and the retail dealers 

admi tted that there were instances of adul teratlon 

of complex fertilis~r~. As the identification of the 

adulterated product is difficult. there is no way for 

controlling it. The fault. they claimed was with the 

manul:<:lcturcrs. hence. SCllClplcs shoulcl be taken at the 
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Company depots and warehouses and not at their 
10 

d~pots. They also said that due to heavy compe-

titio:l arncng the dealers, the profit margin11 is 

less, as a result of which, scope for malpractices 

is restricted as that would affect their markets. 

They 3.1::;0 alleged th.'3t the co-operatives by giving 

subsidies and credit try to dispose the old stock. 

The foregoing analysis rev8als that the overall 

efficiency of the supply 5yste~ is influenced by two 

factors - one, high competition among the private 

dealers und the s~cond, efficient f~~ctioning of the 

co-operatives. For example, in Coast31 Andhra, the 

cC:T:?eti tion a;~.ong the uealer" (tJ-lere are 3 wholesale 

d,=alers and 9 retail dealers in the sample village) 

is very high resulting in favourable prices and 

1i). uuali ty control measures ;.Ire 1.!I1dcrta~<en once in 
3 months where the quality control Inspector and 
Agriculblrnl Extension Officer (~SO) collect 
thre~ samples froD th~ cealers - one is kept with 
the dC31er, one with the AEO and one is sent for 
analysis. ~a1e of fertilisers ar~ sealed until 
the 3rriv31 of the reports. If the reports are 
delayed by over 20 days, the dealer Dells the 
fertiliser with the permission of the AEO. 

11. For th'~ retail dCulcr tile profit r..orgin is between 
n s. 140-15 'J/tonn0 incl urling all thE~ r'2bates and 
tr:)nJrort subsidies. For the wholcsal(~ dealers 
the profit margin is higher as they are entitled 
for quantity rebates \'Ihich are giv~(l when large 
quanti tic!; of fertilisers are bought. 



supply of good quality fertilisers. The same is not 

evident in Telangana region, where there were only 

two =e't:ail dealers (out of which one is owned by a 

rich fa=~er) and no cooperative societies. This 

could be th~ main reason for the higher extent of 

default in this region. 

With regard to tile other inputs, ~'e farmers' 

main complaint was about the non-avallabili~ of 

seeds on time and the sale of adulterated seeds and 

pesticides in the government cepots as well as \oIl th 

the private dC.:llers. This is one of the reasons \~hy 

farmers depended on the fellow farmers for the pur­

chase of sec=ds. Severe complilints "Jere about adul to-

rated pesticides supplied to the (arne:::s. About 90 

per cent of the farmers in Telangana and Coastal 

Andhra expressed the lleed for tiTel~' availability and 

unadulteratej supply of seeds ~,d pesticides. 3 

farmers fror.l Coastal rindhra hove expressed the need 

for better ~~ality ploughs and other agricultural 

implements. Having achieved the desired changes in 

the fertiliser supply system# it is in these areas 

that th~ supply ~ystem needs to be ~~rther streng­

thened. 



6.~: Fertiliser Use and the Credit Market 

Credit, with reference to fertilisers. is re-

quired for two ~ajor purposes. First, the Production 
" 12 
Credit is required by the farmers for the purchase 

of fertilisers and other inputs. The second, Distri­

bution Credit is required by the distributors for pro­

curement, stocking and distribution of fertilisers 

before it is sold to the farmers. In this section, 

we confine our analysis to 'production credit' as our 

interest is mainly to study the extent of accessibi-

lity to institutional credit and the problem faced 

by the far~:er:3 in procurin1 :mc.~ crcdi t. 

\";i th the adoption of rnul ti agency approach fo r 

rural creoit, co-operative credit agencies (especially 

and commercial bank~13 have assumed greater PACS) 

12. 

13. 

Production Credit has three' components: 'lI' com­
ponent is 9ivc~ to finance wages of labour; 'B' 
component to finance the cost of input (especially 
fertiliser)and 'c' component to finance cost of 
ad;li tionul labour conse~ent upon the U-,>'1 of in­
puts covered })-IJ 'B' component. 

Regional Rur.al B~ks (RRBs) have not been consI­
dered <3.3 their :3h3Ie 1r. tha total chort term loans 
disburs~d 1:1aS very lO\J. ~iclr8over, t~e data for, 
these banJ':9 H,::'::; made .:!v.::..11ablc only frorl mid 80 s. 



importance in the credit delivery system. However. 

these agencies have not been able to meet the grow­

ing demand for credit especially with the introduc­

tion of modern inputs in Indian agriculture. It has 

bean estimated that the short term production credit 

extended by these agencies hardly represented 50 per 

cent of the demand in 1985. 14 As such, the non-

institutional agencies charging high rates of interest. 

have continued to gain popularity among the cultiva-

tor5. In fact, it has been estimated that nearly 85 

per cent of the cultivators' cash debt in Andhra 

Pracesh is from non-institutional agencies. 15 One of 

th~ rec.~on!j for th,~ uomin<lnce of non-institutional 

ager.::ies is the quicknes~ of theit" credit assistance 

through simple procedures. Our field insights also 

support these observations. 

63 per cent of the sample farmers in Coastal 

Andhra and 71 per cent of the sample farmers in 

Telangana h3vc strongly expressed the need for credit 

14. 

15. 

N.S.parthasarathy. 'Credit' found in the Procee­
dings of FAI National Seminar on Strategies for 
Achi'ving F0rtiliscr consurr,ption Targets and 
I~~oroVin~ Fertili::;er Use Efficiency. FA1. New 
DelhI. 1 81. 
Ibid, Table 4, pp.IV/3/6. 
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on easy terms especially for the purchase of ferti­

liSers. To put it in a different way, these farmers 

wanted easy access to the institutional credit 

agencies \-Jhere the rate of interest is 11 per cent 

while the interest rate with the moneylenders ranges 

bet'.Jeen 24-34 per cent. 

Especially significant in our analysis is the 

higher percentage of f~r~ers dependent on private 

moneylenders in the underdeveloped areas of the state 

(Sec Table 6.2). This is mainly due to the lack of 

credit-worthiness of the majority of the farmers and 

the poor banking facilities available in this region. 

The high dependence on mcneylenders shows that the 

farmers do not curtail fertiliser consumption even if 

they have to take loans at a higher rate of interest. 

Stated differently, the delays and nOli-availability 

of credit at the institutional credit agencies, makes 

the farmer more dependent on private moneylenders 

e~pecially in the under developed regions of the 

state. Another important development is that of the 

growing importance of fertiliser dealers among the 

non-in3ti tutic.;nal credit .:lgcncics especially in the 

developed regions (Table 6.2). Fertiliser dealers 
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in order to capture the market, give credit on the 

purchase of fertilisers with an interest. rate of 24 

per cent. mainly to the small farmers. This not 

only ensures a proper use of fertilisers but also 

reduces the hold of the moneylenders on these far-

mers. 

Table 6.21 Sample Farmers dependent on different 
credit agencies for crop loans 

1. Total sample farmers 
(number) 

2. Percentage not dependent 
on loans 

3. Percentage dependent on 
non-institutional credit 

(1) Percentage dependent 
on fertiliser dealers 

4. Percentage dependent on 
institutional credits 

(i) Co-operatives 

(ii) Commercial banks 

Coastal 
Andhra 

40 

8 

48 

15 

80 

10 

60 

Telangana 

38 

15 

so 

3 

34 

34 

Note: The total for CoaDtal Andhra adds up to more 
than 100 as many of the farrr,ers depend on 
more than one credit agency. 
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The relatively higher percentage of sample 

farmers not dependent on loans in Telangana region is 

also interesting. These farmers are self-sUfficient. 

in the S2nse, that they have consumed Paddy grown 

but have sold fruits and vegetables. They also have 

off-farm income by maintaining provision stores and 

engaging in allied activities like beedi making, 

poultry farm etc. Thus, diversification of their 

activities has helped these farmers to be self-

sufficient. 

Among the institutional credit agencies, com-

mercial banks w~r~ ~ore popular mainly due to the 

sirr.plG procedures involved. It can be seen from 

Table 6.2 that 86 per cent of the farmers in Coastal 

Andhraand 100 per cent of the farrr.ers in the Telangana 

region dependent on instituional credit borrowed from 

corrrnercial banks. Leans ~'ere given by these banks 

mainly against land and gold rather than against crop 

production. EVen though the better off farmers had 

easy access to tilese banks, there were instances where 

the not so better off far~crs also got laons from 

t "' -C~ b~n'ra For in"'tili"'lc~, one of the 3ample vil:'a-.. ,,,--~...... ~ J"...,. ~ 

ges (JagathimmapurQrn in Coastal Andhra) was adopted 

by Indian Overseas Bank. as a result of ~'lhich many 
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farmers received crop loans. Similarly, in Telangana 

region, many of the SC/ST cultivators received laons 

ranging between Rs.1,QOO to 5,000 despite defaults. 

Thus, it would seem that various schemes such as 

Demand Promisory Note (DNP). Differential Interest 

Scheme (DiU) etc. adopted and the stipulation of the 

RDI that at least 20 per cent of the advances made to 

these b3nks for agricultural purposes should go to the 

weaker sections, have in fact, helped the farmers to a 

certain extent. 

On the other hand, the unpopulatity of the co-

0fer::ltivc .:;ocicti::.:; i;.:: ~3inly due to the linking of 

~~e credit to the input supply system. 16 10 per cent 

of the credit given by these societies are kind loans 

in the form of fertilisers. On many occasions. the 

fertilisers thus given by these societies were either 

olJ stocks or the products which were not required by 

the farmers. As such, even when the loans are taken 

from the ~ocieties, fertilisers are mainly bought 

from the private dealers. Further. these procedures 

16. For detail::; on the problems faced by the Co­
operatives, see C.V.RaghavUlu, "FertiliserHDistri­
bution through Co-operatives - Some Issues , 
Economic and Poli tical Weekly. Vol. 4- I No.!joo , 
October 4, 1969. 
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sometimes force the farQers to indulge in malpracti­

ces. For in~tance, a farmer in Coastal Andhra 

region, \.;as sanctioned a loan for Rs.I000 from the 

society on gold security. The society gave him cash 

of Rs.900 and fertilisers worth Rs.100. As the far-

mer did not have confidence in the fertiliser supplied, 

he in turn, sold the Rs.IOO/- worth fertiliser to a 

17 
deal~r for Rs.80. Apart from these kind of restric-

tions, the procedures were also cumbersome at the 

societies. The farmers had to pay a registration fee 

of Rs.11 and a deposit of Rs.500/- and yet, take 

loans on gold security. In spite of all this, ~ome-

times th.' i.:irmer:::; \iere denied loans even after ma}~ing 

repeated trips to the societies. They also said that 

the co-operatives give subsidies if the loans are 

repaid on time. But, due to the procedural encumbe­

ranees in the disposal of loan applications, these 

inCentives given by the societies do not help the 

farmers. 

17. Similar fincungs were also given in another study. 
See, Ibid, (1981). 
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In Coastal Andhra region, Sugarcane factories 

give production credit to the farmers apart from 

giving fertiliser subsidies (1 bag or 50 kg per acre) 

and seeds (1.2 tonnes of seeds/acre). The farmers 

have to sell the output to the factory at a stipula­

ted time and price. The farmers are satisfied with 

the price as the factory also gives transport 

ch3rges. Besides this, due to heavy c~petition among 

the fertiliser dealers ~nd the need to capture the 

market, these dealers sell fertilisers on credit 

charging an interest of 24 per cent. The farmers 

generally repay soon after the harvest and this way 

The high dependence of cultivators on private 

moneylenders in Telangana region is mainly due to 

their lack of credit worthiness. The farmers paid 

an interest ranging from 24 to 36 per cent on these 

loans. Due to these high loan commitments, the 

far.ner s sold most of their product soon after the 

harvest at lO~/er prices. Moreover, two farmers said 

that they had sold their product to the moneylenders 

(who are also farmers) at prices lower than the harvest 
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prices. This kind of exploitation by the money 

lenders seems to be more prominent in underdeveloped 

areas. 

The dependence on moneylenders in Coastal Andhra 

(which is a developed area) is relatively less. The 

interest rate paid was not more than 24 per cent. In 

no instance was the interest paid in kind. This is 

because most of the farmers dependent on loans, sup-

plcmented these loans from the moneylenders with 

loans from other sources of credit agencies (Table 

6.3) • 

T,)ble 6.3: NUIf:be:: of farmers dependent on more than 
ont" source of credit agenci~$ in Coastal 
Andhra 

1. Banks + l~on£ylenders 

2. Bank~ + Co-operatives 

3. Bw,ks + Sugarcane 
factories 

4. Banks + Fertiliser 
dealers 

Total 

Number of farmers 

5 

4 

4 

1 

14 
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The figures in Table 6.3 imply that the'full 

credit requirements of the farmers is not met by 

banks and this could be one of the reasons why these 

far~ers go to the private moneylenders. The banks 

give a maximum of Rs.5DOO ,mich the farmer feels to 

be inadequate (especially thcse who have more than 8 

acres of wet land). 

The other side of the credit market is the in-

stances of defaul t which were found to be more 1n 

Tel~gana region with a few SC cultivators. Some of 

ths loans sanctioned to chese cultivdtors wer~ given 

to toth~rs by the manager. One farmer cornpli':lincd 

th3t while he was sanctioned a laen of Rs.3000, only 

Rs.1250 was given to hir!'. Another farmer complained 

that when i':I loan of Rs.6000 was sanctioned, he was 

given only Rs.18GO and the rest of the amount was 

given in the form of bonds for 3 years. The Nanager, 

he alleges, has taken the interest. More than this, 

the farmer3 had to make many trips to the banks be­

fore the officials could sanction the loans. These 

1 only reveal the helplessness of the farmers exa;:-,p es 

inspi te of being a~Jare of defaul t. These types of 
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administrative drawbacks have to be corrected to 

further increase th~ efficiency of the working of 

the credit system. 

Thus, it would seem that the composition of 

credit disburse~ent is associated with the level of 

a~r!culturQl ~cvelopmcnt of the region. Further, the 

availabili ty 0 f b.,mk credit apart from making credit 

chea!) seems to r 2:ltr ict the extent of exploitation 

by the private [:1olleylenders. 

05: :~=til i :'F;r Use and the Price Policy 

"i ell the increasing depenJence on tho use of 

.;;urcha::;",d ~n.tJut:l (e::pccially fertilisers), the 

f.:lctor-c.rocuct ~rice rcliltionship ilssur.:es consicerable 

1q~ort;mce 1n ~hc economic calculationr. of the cul ti-

vators. This i;3 because. assumi:lg the physical 

rc~pon~e of out~ut to the inputs used to be constant, 

the nct returns fro~ th~ inputs used, which eventually 

Jec.cr:nine th::ir (J~ma.,d, is dependent on the prices of 

the input!) and the output. However, in the event of 

a technolOgic-ll bre,)kthrouqh,th~ benefits accrued to 

highcl rc:;~ns')s ~·;ould even off~et unfavourable 

f~ctor-price rc:l~tionship. Under these circumstances. 
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studying the price trends of inputs and output and 

attributing the changes in demand solely to these 

variations in prices I,ould be misleading. Hence, 

what tvould be of IT,ore relevance is to find out 

whether 

- increas·:s in the prices of inputs would restrict 

the gro~ .. th of its use, and 

- a fall in the prices of output would restrict the 

growth of its production. 

Fertilisers being one of the important inputs for 

increasing Yields, these issues are analysed against 

its usc at the farm level. 

One of the r.ain elements of the fertiliser 

pricing policy in India is that of an uniform £erti­

li~er prices for the whole country. This has been 

conceived ;.!ainly to enable the consumers in remote 

areas to benefit from fertiliser use without being 

burdened by extra transport costs. Noreover, as the 

focdgrain prices are more or less uniform throughout 

the country, the price of fertiliser as the main and 

the costliest input should also remain uniform. How­

ever, in reality, the prices paid by the farmer for 



most of the fertilisers are more than these contro­

lled prices especially in under developed areas 18 

(Seerable 6.4). These higher prices at the farm 

level, despite aggregate supply being greater than 

demand, is a consequence of two factors _ one, certain 

types of fertilisers only are preferred by the culti-

vators, as a result of \ihich, the demand for those 

fertilisers is much higher than their supply result­

ing in higher prices. The other factor is the non-

availability or the low quality of fertilisers 

supplied by the co-operative societies which results 

in the priVate dealers charging higher than the 

increases. 

These two phenomena v~uld be true if the compe­

tition ar:1ong the dealers is limited. For example, in 

Coastal Andhra, where the coQpetition among the 

Jcalers is very high, despite inefficient co-opera-

tives, illmost equal or even less than the controlled 

prices prevailed. Interestingly, in Coastal Andhra, 

18. It is possibl;~ thst the: fertiliser price diffe­
rences in underdeveloped areas could be due to 
higher costs at the retail level \~here the real 
price of fertilisers (i.e., price + interest 
costs) is higher due to high interest costs. 



Table 6.d,a Controlled and the Averqge Farmers' Prices, 1988 

Sl Name of the 
Rs. per bag Coastal And11ra Telangana Price paid by 

No. Fertiliser Controlled small farmers 
Price * Rs./bag Rs./''{g. Rtl./bag !(s./kg. in Telangana 

Rs./bag Rs/kg. 
1 2 3 <1 5 6 7 8 

w -
1. Urea 117.50 110-120 2.20-2.40 116-122 2.30-2.40 150 3.00 

0 

2. A S N 165 160 1.60 

3. D A P 144 140-145 3.50-3.60 140-148 3.50-3.75 

4. 28 , 28 a 0 180 172-175 3.44-3.50 185-190 3.70-3.80 280 7.00 

5. 20 , 20 a 0 130 130-135 2.60-2.70 130-135 2.60-2.70 

6. 17 , 17 : 17 130 130-135 2.60-2.70 135-138 2.60-2.70 

* - Collected from the Directorat~ of Agriculture. liydcrabad. 
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the co-operative societies, however inefficient they 

might have been,have still helped in controlling the 

prices of the popular fertiliser. The price of Urca 

at the private dealers, in this region, has been 

Rs.4 less than the price at which it is available 

with the co-operatives. But this loss has been made 

good by the private dealers by increasing the prices 

of the fertilisers \-Ihich were not available with the 

sociaties. 

Considering these arguments, the higher prices 

of fertilisers in Telangana region especially for the 

small farmers is not surprising. There were neither 

cO-.:Jperative .;oci~ties ;:lor cO::lpeti tion ar..ong t:le 

dealers. As cultivation in this region is dependent 

on rains the setting in of the monsoon increases 

the demand for fertilisers resulting in the dealer 

increasing the prices arbitrarily. It would then 

seem that the cultivators' preference for specific 

fertilisers, the extent of the availability with the 

co-operatives and the competition among the dealers 

determine the market price of fertilisers at the farm 

level. Thus. the question of supplying fertilisers 

to the farmer at controlled prices is not just that 



of enlarging the supplies of N,P and K. There is 

need to encourage substitution among different types 

of fertilisers. Similarly, what is also necessary 

is the efficient working of the co-operatives which 

is crucial for curtailing the increase in fertiliser 

prices. 

Alternatively, the farmer 1s not insensitive to 

the changes in fertiliser prices, although the degree 

of sensitiveness varies from region to region. In 

Coastal Andhra, urea is most extensively used as it 

is the cheapest available fertiliser. Complex ferti-

lisers, which are costlier, are used sparsely. Changes 

affect the c,'Uantity of 

fertilisers used, rather they affect the composition 

of =ertiliser used. Between 1987 and 1988, the price 

of urea increased by H5.16 per bag (from Rs.100 to 

116), but the farmers in this region did not reduce 

the total quantity of fertiliser used. In fact, they 

started to use more of complex fertilisers instead of 

urea. 

In Telangana, due to high risk in uncertainty, 

increase in fertiliser prices brought about changes 

in the fertiliser use practices. Some of the farmers, 
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while keeping the intensity of fertiliser use (Kgs/ha) 

the same have reduced the fertilised area. On the 

other hand, some others reduced the intensity of 

fertiliser use while keeping the fertilised area con­

stant. Another interesting feature peculiar to this 

region is the sale of fertilisers in small quantities. 

l-1any of the small farmers bought fertilisers in small 

quantities paying Rs.7/~g for 28128 and Rs.3/Kg for 

urea. In effect, these prices are much higher than 

the prices offered to the other cultivators as the 

controlled prices for these fertilisers are only 

-'so 3.75/Kg and 2.38/!<g respectively. As such. some 

or Paddy culivation due to high fertiliser prices. 

They said that quintal of Paddy does not even buy one 

bag of fertilisers. This exploitation by the private 

dealers can be curtailed if efficient government co­

operatives are initiated in this region. 

Even with regard to output prices (especially 

that of Paddy). the sample farmers expressed their 

dissatisfaction. All the sample farmers in the two 

regions sold their product to the dcal;rs of the rice 

millers. h~en compared to the government marketing 

yards, the prices offered by these dealers were better. 
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Ap~rt from procedural constraints, the prices were 

low at the government yards due to different quality 

grades. Adding the transport charges and discount­

ing for the damages the net return would be even less 

if sold at the regulated markets. It is for these 

reasons the farmers preferred to sell their products 

to the dealer as they pick up the product from the 

farmers directly. The harvest prices offered by the 

dealers in the two regions ranged between Rs.166/ to 

Rs.186/quintal, while the post harvest prices fluctua­

ted around Rs.200/quintal. Most of the farmers sold 

t...ci:::: out;.ut .>ocn ait2r harvest 3S they haL! loan 

commitments and storage facilities. Only a few Capi­

talist farmers in Coastal Andhra (10) and in Telangana 

(5) sold their product as and when they required 

rroOney. 

The ratio of input to output prices is consi­

dered to be important because decreasing the input 

prices or increasing the output prices 18 expected 

to have the same effect on the demand. But, the 

icrplications of these b>JO policies differ. While a 

decrease in the prices of inputs restricts the free­

dom of the farmers to use o~~er inputs more 
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inefficiently, increasing the output prices allows 

the farmers to use all the necessary inputs efficien­

tly. This line of reasoning is evident among the 

sample farmers of the t~~ regions. Most of the farmers 

have expressed the desire for increasing the output 

prices (through various support measures) rather than 

decrease the prices of fertilisers through subsidies. 

Lastly, the real Cost of fartilisers in Coastal 

Andhra is low when compared to Telangana region. In 

Coastal Andhra, 2.9 kg of Paddy could buy 1 kg of N. 

while 3.1 kg of Paddy is required to buy 1 kg of N in 

factor-procuct price relationship between the two 

regions, the better terms in Coastal Andhra region 

could be due to higher physical responses to fertili­

ser. Thus reducing the risk and strengthening the 

extension and input supply network in TeL:mgana region 

can iQprove the economics of fertiliser use and bring 

about the desired changes in the fertiliser scene. 

~.6: Conclusion I 

'''part frolT! <lgro-economic variables. the gro\,rth 

of fertiliser use is governed by the strength of the 
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extension network, supply and distribution networks 

and credit availability. Despite the important role 

assigned to the T &. V system 1n modern agriculture, 

non-availability of credit seemed to the most impor­

tant factor hindering the aaoption of the new produc­

tion techniQJes. Farners, especially the Family 

farmers still depended to a large extent, on the non­

institutional credit ag0ncies. As such, the exploita­

tion by the private moneylenders is still rampant 

especially in the underdeveloped areas of the state. 

One way of circumventing this exploitation is 

thIough diversification of agricultural activities 

like oecclimaJ.;i;'g, poul t~b sheep rearing etc. 5upple­

menting agriculture by these allied activities has a 

positive effect on th~ financial position of the 

farmers ~1US, reducing their dependence on credit. 

Secondly, co-operative societies have an i~r­

tant role to pl~y in bringing about efficien~J in the 

total outJ)Ut sup~)ly and credit systems. These co­

operatives not only help in curtailing the prices Of 

the fertilisers but also in reducing the exploitation 

by the private lenders. The unpopularity of these 

societies 1s mainly due to administrative drawbackS 
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which have to be rectified. The need for these socie­

ties is felt more in the underdeveloped areas of the 

state where the farmers are easy victims to the ex-

ploitation of the private dealers. Supply of un­

adulterated seeds and pesticides is also essential for 

improving the yields in these regions. 

Thirdly, there is a need for the extension and 

improving of the efficiency of the T & V system 

especially in the underdeveloped area3 of the state. 

The !ailure of this system is mainly due to the , 

absence of demonstration by the VEOs. Al though the 

S'Jster.: envisaged demonstration and l2.ctures by the 

V~Os to the contact far~til:";, ia real~ty, this has not 

taken place. Once aga':'n tllit> is dUI; to administrative 

dra\'lbacks which needs to be corrected. Educationally 

qualified personnel have to be inducted in order to 

boost the confidencs of the ,farmers on these VEOs. 

In short, our analysis reveals that there is a 

need for reorgru1isation and intensificatlcn of exten­

sion effort especially in the underdeveloped areas, 

institutional reorganisation (particularly credit, 

input supplies and marketing) and production instead 

of input oriented price policies. 
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CHAPTER VII 

SUMMARY AND CONCLUSIONS 

Indian agriculture, on the eve of Independence 

was characterised by traditional technology (with low 

yields and stagnant agricultural production), declining 

per capita availability of cultivable land due to 

growing population pressure and an adverse institutional 
1 

set up. However, production and even yields began to 

increase after 1950, due to expansion of irrigation 

and implementation of institutional measures like abo-

lition of Zamindari system, consolidation of holdings 

to some extent, setting up of Community Development _ 

Programmes and extension network. Yet, these increases 

L; iJrcductioD ·,iGn~ r;]ainly due to extension of cul t:. V>J-

ted area and changing cropping pattern rather than due 

to increases in pure yields. As such, the droughts of 

1965-66 and 1966-67 and the consequent increase in the 

reliance on food imports (PL 480) pronounced the need 

for a much rapid increase in agricultural production in 

order to sustain the increasing demand for agricultural 

1. For an elaborate discussion on this, see, 
C.Subramaniam, The Net. Strategy in Indian Agricul­
ture _ l'he First Decade and After, Vikas Publish~ng 
House, Nm11 Delhi, 1979, and, Biplab Dasgupta, The 
New Agrarian Technology anc India, The Macmillan 
Company of India Ltd., New Delhi, 1977. 



commodities. In view of the scarcity of land. this 

increase in agricultural production was sought to be 

achieved by increasing land productivity. 

Broadly speaking, there are t,,'Q views \-:hich 

discuss the scope for increasing agricultural produc-

tion in the context of underdeveloped countries chara­

cterized by traditional agriculture. One sharec by 

Shul tz and :1ellor and the other by Kusum Nair and John 

Adams. The economic logic behind the low productivity 

of traditional agriculture is that because of constant 

state of arts, constant preferences and motives, agri-

culture gradually arrives at a peculiar type of econo-

mic equilibrium. In such conditions, Shultz and 

Hellor argue that increasing yields would be onl:/ 

through modernizing agriculture. For this, they re­

co~end prograrr~es that provide new agricultural inputs 

wi th hl';:lh payoff, and supply of these inputs at 

favourable prices. 2 On the other hand, Nair and Adams 

argue that simple improvements In traditional 

2. T.~.Shultz, Transforming Traditional Agriculture. 
Cyall Eook Depot, Bhopal, 1964; and John ~~llor, 
Increa~ing Agricultural Production in Early Stages 
:)f Eco!1orr:ic !)~vf'loDrr.ent, found in 'I'ara S~UJ<13 (ed.), 
'Economics of Underdevclopec. Agriculture, VoriJ. 
and Co. Pvt. Ltd., Bombay, 1969. 
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practices such as innovations in the methods of land 

use and cropping system suited to local conditions 

would raise the productivity level substantially.3 

From the recent trends in agricultural produc­

tion in India. a fact which stands out is that tradi-

tional factors like land and labour have ceased to be 

predominant sources of growth. The decomposition of 

the gro.~ of productivity 1n the 19503 (Iperiod) and 

since mid-1960s (II period) carried out by Dharam 

Narain has clearly brought out the Ilmitatio~s to the 

grO\>Jth of productivity within the framework of tradi-

tional technology as the sources of growth ov,~r time. 
J 

have changed. His results sho~ that 70 per cent of 

the increase in productivity in the I period w~s mainly 

due to changes in the cropping pattero and locational 

shifts of area under individual crops and 30 per cent 

due to the increases in the yield per hectare. As 

against this. in the II period over 60 per cent of the 

3. Kusum Nair. Trasforming Traditionally: Labour and 
Land Us= in ,'\gricul t'.lJ:e in Asia and Africa. Allied 
Publishers Pvt. Ltd •• New Delhi. 1983; and John 
Adams. Peasant H<Jtionalitys Individuals, Grour:s, 
Cultures. Institute for Social and Economic Change. 
Bangalore, 1985 (unpublished). 
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increases in productivity is accounted £or by increa­

ses in yield, \~hile cropping pattern changes and 

Iocational shifts accounted for less than 40 per cent. 

In fact, his results also show that the growth rate 

of yields 1n the II period was two and a half times 

more than what it was in the I period. This he attri­

butes to the increased use c.£ £ertilis'2rs in the II 

period. Despite this, the overall growt~ rate of 

productivity continued to re~~n moderate due to the 

substantial d~cline and more weightage given to ~'e 

4 cropping pattern changes. 

Thus, 'transforming traditionally' may not be 

gro'.rth because agricul tural growth depends heavily 

upon the increases in agricultural productivity result­

ing from lund augmenting technological changes (such 

as use of fertilis2r. fertiliser responsive crop 

varieties. irrigation. etc) and appropriate economic 

incentives. EVen with such a strategy, traditional 

practices and knowledge cannot be ignored as they 

increase tile use efficiency of the ~dern inputs es?e-

cially fertiliser~. 

4. K.tI.Raj. Amartya Sen. C.H.Hanumantha Rao (ed.), 
Dharam N;3rain _ Studie3 on Indian Agriculture, 
Oxford University Press, Bombay, 1988. pp.136-138 
and 160. 



In India, the growing importance of fertilisers 

owes much to the 'New agricultural strategy' adopted 

by the government in 1966-67. Due to the genetic 

characteristics of the HYV seeds introduced, large quan­

tities of fertilisers was needed to realise the poten­

tial yields of these seeds. Added to this, other yield­

increasing technologies (like irrigation) also required 

high levels of fertiliser applicaticn. And, with 

limited scope for expanding cultivable land, increas­

ing dnd sustaining high levels of crop yields is deter­

mined by the fertility of the ~oils for which chemical 

fertilisers have becorr.~ increasingly important. Thus, 

it is nc't surprising t.J find consumption of fertiliser 

which w~s h<lnUy 100 1000 Ir.etzic tom:es in the edrly 

60's to have risen to 8.2 million metric tcr~es by 

1984-85. Yet, one shculd not be complacent about these 

high rates of growth in fertiliser consumption. Conti­

nuous incredses in yield levels, which is a necessity 

for our c0untry, depends to a large extent on further 

accelerating growth 1n fertiliser consumption by huge, 

unprecedented annual increments. According to some of 

the consumption estimates, fertiliser consumption is 

expec~~d to increase to 14 mmts by 1989-90 and to 20 

mmts by 2000 A.D. 



At the same time. the objective of maximising 

yields should be at minimum costs. Fertilisers being 

costly, fertiliser subsidies have risen with the 

resul t, the real cost of agricultural development 

strategy has worked out to be very high. 5 Thus. the 

challenge which India faces is to stimulate increased 

food and agricultural production through efficient 

and economic use of fertilisers. In this regard. there 

is an urgent need for evaluating the effectiveness and 

econo~ic implications of fertiliser use. Moreover, the 

increasing costs of fertilisers relative to output 

prices. since the early 70's and the persistent failure 

to realise the consumption targets inspite of the 

pressin::; need to increase <J.gricultur0'3l production, 

necessitates identification of key potential constraints 

to expand fartiliser use and problems involved in 

increasing its productivity. Aftarall. fertilisers are 

costly input3 and have to be used effectively. It is 

to these is::;ues that our analysis has focussed upon. 

5. :1.V.Nac1karni, "Crisis of Increasing Costs in 
AgrlcJlture - I there a w~y outN

, Economic and 
Political Weekly, Vol. XXIII, NO.39, September 24, 
1988. see especially 'rable :3 on page A-117. 



Xnspite of several studies on fertiliser use, 

its economics and its impact on crop productivity 

and growth, our knowledge about fertilisers is ~ill 

inadequate particularly in terms of inter-regional 

and inter-farm differences and factors affecting ferti­

liser use and their impact at disaggregated and field 

levels. Therefore, attempts at understanding past 

growth of fertilisers - in terms of its determinants 

and economics - at a disaggregated level in a region, 

rather than the country as a whole, would yield new 

insights. It is for this reason, we have focussed 

our attention on a single state - Andhra Pradesh. 

Past experience has shown that fertiliser use 

is a multi-dimensional phenomenon. an analysis of 

which would involve its production, imports, consum­

ption. price policies etc. Even While recognising the 

importance of these aspects, our study confines itself 

Clainly to the consumption aspect taking the state of 

Andhra Pradesh has three distinct regions - Coastal 

Andhra, Rayalaseema and Telangana - which makes it 

possible to analyse the varying roles assigned to fer­

tilisers in three different and distinct climatic, 

institutional and cultural set-ups. 
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The empirical analysis of our study has three 

main components, all of which would yield insights 

into the relevance and importance of fertiliser use. 

The first component comprising of an analysis of the 

fertiliser consumption trends (both time series and 

across cross-section of holdings) helps to identify 

the growth factors and thus facilititates to comment 

on the future prospects for increasing fertiliser 

use. The second component consisting of the analysis 

of the farm level data collected by the Comprehensive 

Scheme of Cost of Cultivation throws light on the 

important determinants and economics of fertiliser use. 

This has been useful in not only explaining the diffe­

rences of fertiliser use as between the three regions 

but also between two classes of farmers - Capitalist 

and Family farmers - in a given region. The third 

comfonent which consists of the qualitative insights 

from actual field visits discusses the relative impor­

tance of non-price factors vis-a-vis price factors. 

Growth of Fertiliser Use - An Analysis 

Often, growth of fertiliser use is considered 

to be a consequence of farmers' demand for fertilisers. 

As such, factors that influence the returns to ferti­

lisers like response functions (i.e., agronomic 



variables), price of fertilisers and price of output 

are considered. In other words, the farmers' demand 

for fertiliser is assumed to be sensitive to changes 

in the price environment. As we shall see below, this 

is not always true. The major drawba~c of this 

methodology is that the supply and distribution systems 

are completely ignored. When the use of fertilisers 

is relatively new (as in the 60's), the limitations on 

supply and distribution is not so apparent as its use 

will be confined to a small area. However, with diffu-

sian of fertiliser use across farmers/regions, the 

availability of fertilisers to the farmers at the right 

time dOd in adequate quantities proves to be an impor-

tant factor in determining growth in fertiliser use. 

Viewed thus, aggregate fertiliser use is a func-

tien of demand, supply and distribution network. More 

specifically, it is influenced by (1) upward shifts 

in the response function implying an increase in the 

6 economic potential for fertilisersl (ii) facilitating 

6. Even under the prevailing response functions, eco­
nomic potential of fertiliser use is dependent on 
diffusion of use among crops, extent of fertilised 
area and the rate of application. As long as there 
is untapped economic potential i.e., as long as the 
diffusion among crops/area is not complete and the 
rates of application are sub-optimal,farmers' 
demand for fertilisers can increase without any 
accompanying shifts in the response function. 
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the farmer to reach this potential by providing him 

with the necessary knowledge i.e .• strengthening 

extension servic~s; (iii) ade~ate fertiliser supplies 

in terms of domestic production; (iv) efficient credit 

and distribution systems. These four systems increase 

fertiliser use by tapping the untapped economic poten­

tial and by continuously raising this potential. 

Sir.l\ll. taneously, these ::;ystems and interactions arr.ong 

them ure in turn, influenced by prices, institutional 

set up and government policies (Chapter V).7 

In the perspective outlined above, growth of 

fertiliser use in Andhra Pradesh and the prospects for 

Even with such impressive growth in Andhra 

Pradesh, fertiliser consumption pattern across crops, 

regions and farmers continued to remain a skewed at 

least till the mid-70·s. In other words, the base 

::;up;,ortir,g yrCJwth in fertiliser consumption has re­

a maincd narrow. Fertiliser consumption, till 1976-77, 

7. 

8. 

See G.M.Desai, ·Price Environment, Government Poli­
cies and Growth of Fertiliser Use in IndiaN, Annual 
Seminor FAI, TOVlilrds Self Reliunce in Fertiliser 
Sector, New Delhi, December 8-10, 1988. 

At the national level similar observations were made 
by Desai, see G.M.Desai, sustaining Rapid Gro\~ in 
India's Fertiliser Consumption I A Perspective Based 
on Composition of Use, IF~RI, Washington D.C.,1982, 
and G •. ·I.Desai, lOA Cri tical Review of Fertiliser 
Consumption after 1974-75 and Prospects of Future 
Gro"'/th'.', Fertiliser NCHS, July, 1978. 



has confined mainly to irrigated area and to a few 

crops. A little over 25 per cent of the total area 

only has been fertilised. Further more, much of the 

land under small and marginal holdings has still 

remained unfertilised. And, except for co~mercial 

crops like sugarcane. chillies etc., the rates of 

fertiliser use on most of the other crops is still low. 

This is so even more in unirrigated areas. All these 

observations put together suggest that even in irrigated 

areas there is untapped economic potential and more in 

unirrigated areas. Another interesting observation i3 

that of the slow spread of fertiliser use in unirriga­

t~d dr~as even \ii~~out complete diffusion in irrigated 

areas (Chapter III). From this, it is evident that 

apart from agro-economic variables. other factors also 

exert considerable influence on the use of fertilisers. 

It is possible that the pressure from the supply side 

resulting in the development of the distr~ution net­

work (in irrigated areaD and to a smaller extent, 1n 

unirrigated areas) could have been a major contribu­

tion for the spread of fertiliser to unirrignted areas. 

If this argument holds true, then these trends suggest 

that even under a given response function, past growth 

of fertiliser consumption could have been faster if not 



for the inefficiencies in the supply and distribution 

systems. A fUrther support to this argument is the 

slo'"" diffusion across crops/regions despite up\,lard 

shifts in the response functions. 9 

The relationship between fertiliser use and 

efficient sup;,.:ly and distribution systems was also 

noticed during our field visits. In the Coastal Andhra 

region, where fertiliser consumption is high, the 

suppl\l and distribution networksare well developed. 

The village, visited in this region (Peddapuram), has 

3 wholesale dealers and 9 retail dealers. The ferti-

lis~rs demanded by the farmers are also available at 

the right time and at competitive prices. On the 

contrary, in felangana region. where the fertiliser 

consumption is relatively low. supply of fertilisers 

is inadequate and the distribution network is ineffi-

ci0nt. Kesampet, the village visited in this region, 

had only two retail dealers \.;ith poorly stocked 

supplies. Added to this, the low fertiliser consuming 

areas, also have poor extension facilities, thereby 

limiting the returns to fertiliser use (Chapter VI). 

9. Gross irrigated area increased from 3.6 lakh 
hectares in 1972-73 to 4.5 lakh hectares in 1982-
83. Siffiilarly, area under HYV also increas~d from 
296 thousand hectares in 1975-76 to 447 thousand 
hectares in 1984-85. 
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Under these conditions, further increases in 

fertiliser Use in the high consuming areas will be 

limi ted due to the prevalence of diminishing marginal 

returns. Thus, sustaining high levels of fertiliser 

use \yould require rapid spread to unirrigated areas 

and increasing the rates of application in these areas. 

This would also imply an increase and an efficient use 

of the irrigation facilities. 

One of the reasons for low p~oductivity in un­

irrigated areas is low soil fertility. There is 

evidence to show that fertiliser use in these areas 

is profitable. 10 Judicious use of fertilisirs, appro-

pri3t2 :c::tili::;er ~d agronomic practices (\llhieh would 

mean correcting the soil deficiencies) are critical 

for increasing the yields. Hence, unless extension 

system is well developed, demonstrations are carried 

out by the extension personnel, credit availability is 

adequate and fertiliser distribution system is effi­

cient, achieving fertiliser consumption targets in the 

future, would be difficult. 

10. Even under dry conditions, crops respond to ferti­
lisers profitably upto 50 Kg/ha of N and increase 
the yield ranging from 20 to 70 per cent and the 
net return per rupee of fertilisers, ranging from 
Rs.O.37 to H::;.2.50. See I.C.Mahapatra, Rajendra 
Prasad and S.R. Bapat, "Fertilisers Pay Well Even 
under Dry Land Conditions·, Indian Farming, June, 
1973. 
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Price Vs Non-Price Factors: 

One of the reasons for giving fertiliser 

subsidies is to provide fertilisers at reasonalUy 

low prices to the farmers. The implicit assumption 

here is that fertiliser prices have a negative ~d 

a significant impact on its consumption. Similarly. 

crop price policies also receive considerable impor­

tance because increases in crop prices can neutralise 

the negative effect of increases in fertiliser prices, 

for it 1s the real prices (fertiliser prices relative 

to output prices) which affect the profitability of 

the farmers. 

The price of fertilisers in India 1s not 

determined by the equilibrium beeween fertiliser supply 

and demand rather it is derived from the optimal level 

of final demand and supply of food. Thus. one of the 

main objectives for giving fertiliser subsidies is to 

attain self-sufficiency in agriculture and to bring 

about long term changes in the behaviour of the farmers. 

In this sense. subsidy is considered as a promotor of 

the risk bearing capaci~i of the farmer especially the 

subsistence farmers. 
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Similarly, fertiliser subsidies also assure a 

reasonable return to the producers such that domestic 

production would increase to meet the growing demana~ 

'!bese twin objectives of the Fertiliser Price Policy 

resulted in (i) maintaining uniform farmgate prices 

at reasonably low levels and (ii) the introduction of 

the Retention Price Scheme under which the producer 

is assured of a 12 per cent net return if certain 

nor~s are followed. 12 
This fair price deal assured 

to the industry neccssi tated the retention prices to 

be higher than the farmgate prices leading to the 

increase in the quantum of fertiliser subsidies. 13 

11. ~2=tili::cr ~ub:Jidies ',:ere introduced in 1976-77 
.lfter t:-je oil crisis of 1973 which had a dramatic 
i~pact on the imported fertilisers. Subsidies are 
~iven for both imported and domestic fertilisers. 

12. Retention prices are determined based on certain 
nor~s: (1) 80 per cent capacity utilisation, (2) 
consumption of raw ~aterials, (3) utilities and 
other inputs, (4) maintenance and other costs, 
(5) post-tax return of 12 per cent on net worth. 

13. An analysis of the Retention Price Scheme has 
ShO'KD that increases in fertiliser subsidies are 
mainly due to increased consumption and produc­
tion, high investment cost of the new fertiliser 
factories, escalation of the feedstock prices and 
increased cost of fertiliser distribution. There 
is con5iderable scope to lower the cost of pro­
duction and thus reduce subsidies by "raising the 
capaci t;f utilisation and efficiency of many 
!:,:crtiliser plant.:;; by rationalising the prices of 
fcrtili~er raw materials, feedstocks etc; by 
better planning of new projects·, See, Desai, 
op.c1t, 1988. 
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Although subsidies have helped in bringing about 

the desired hike in fertiliser production. the same is 

not evident in the consumption of fertilisers. Inspite 

of an increase in fertiliser consumption in absolute 

terms. the difference in growth rates at mean be~Neen 

the pre (8.5%) and post (9.1%) subsidiy period is in­

significant. 11oreover. the glut in the fertiliser 

market has posed a problem despite high fertiliser sub­

sidies. 'Ini:;> situatiorJ questions the efficacy of sub­

sidies to peg up the growth rate in fertiliser consump­

tion. Here, it also needs to be emphasised that 

fertilisers is one of the inputs for agricultural 

production and \.;ithout the complementary inputs,returns 

to fertilisers r.1ay not be very high. 'I'hU3, a rapid and 

a sustained growth in fertiliser consumption can be 

achieved by increasing the efficiency of the non-

price measures. 

Y~t. this is not to suggest that changes in 

fertili3er prices do not exert any influence on its 

use because cheap fertilisers like Urea is more exten­

sively used when compared to the expensive complex 

fertilisers. l3ut, \mat is of more importance is t.'lat 

the degree of this negative association is not very 

Significant. In this connection, Desai's thesis of 
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the influence of 'supply push' factor in accelerating 

the grot"rth in fertiliser consumption gains relevance. 

His argument is that as there are constraints in fur­

ther lowering the real cost of fertiliser.. non-price 

policies like improving the efficiency of fertiliser 

use, shift in response f~~ctions, expanding agricul­

tural research, extension and credit and improving 

fertiliser supply and distribution systems have to be 

strengthened. 14 Thus, even if the farmgate prices are 

increased gradually, the negative effect of the price 

riSe will be more than compensated by the imprOVement 

of the non-price policy measu~es as these factors have 

fertili~cr cons~~ption and 

agricultural production. 

Similarly, in the past, the price policy for 

crops has played a key role in accelerating the spread 

of nYV and thus increasing farmers' demand for ferti­

lisers. It 1s believed that one of the prime reasons 

for the success of the 'New Agricultural Strategy' was 

the recommendation of a 15 per cent rise 1n the 

support prices 1n 1964. 15 In the event of expanded 

14. G -I D-e"ai "policies for Growth in Fertiliser 
.~. ;;) , "..... i d Consumption _ The Next Stage , Lconom c an 

Polith:al lv:e]dy, Vol.XXI, No.21, t-1ay 24, 1986. 

15. Subrarnaniam, op.cit, 1979. 
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agricultural production, large marketable surpluses 

would have depressed the crop prices and this, in turn, 

would have had an adverse impact on the diffusion of 

HYV's and the demand for fertilisers. Howaver, this 

kind of impact of agricultural price policy does not 

seem to be effective on the demand for fertilisers 

any longer. This is becauS8 diffusion of HYV and 

rates of fertiliser application have reached high levels. 

Further. increasing sup~ort prices h~~ far reaching 

implications especially due to inelastic demand for 

foodgrains. Increasing sup?Ort prices wihtout accom-

panying increases in the retail prices is the main 

natively, increasing retail prices results in general 

inflationary trends. 

In all this. what we have failed to understand is 

that ~ubsidies (either fertiliser or food) are only 

short term ffieasures and do not become permanent parts 

of any public programme. In the long run, food self­

sufficiency (at minimum cost) can be achieved only 

through improve~ents in physical and institutional in­

frastructure such as irrigation, location-specific 

research, exten3ion. strengthening supply, distrib~ticn 
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and credit networks etc., which have the capacity of 

shifting the production function upwards. Thus, it 

would seem non-price policies would become more cru­

cial in the future th<m they were in the past. 

Distribution of Gains and Fertiliser Use 

One of the criticisms against the introduction of 

the 'ilew Agricul tural Strategy' was the unequal distri­

bution of benefits between farmers/ regio~s due to its 

selective approach. Given the prevailing institutional 

set up, modern inputs (especially HYV and fertiliser) 

were first initiated in uraas where favourable physical 

endowments und infrastructure existed and within these 

areas, progressive farmers were Selected. The rationale 

behind this strategy was, given the limited supply of 

rr.odorn inputs and the need to increase agricultural 

production quickly, these scarce inputs should be 

used optimally. However, it was assumed that these 

initial inequalities would gradually disappear as the 

new technology adopted by the large farmers would per­

colate to small farmers. This theory was based on the 

assu.':1ption that new technology was • scale neutral'. 
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It is true that, over time, the new technology 

had spread to the smaller farmers, but to a limited 

extent. Our cross-sectional analysis of size holdings 

revealed that between 1970-71 and 1976-77, despite a 

reduction in the disparities in fertiliser use between 

the large and small holdings, the diffusion across 

small holdings was limited (Chapter III). The factors 

responsible for such a trend were more due to social 

and institutional factors rather than due to technolo-

gical or economic factors. This is because, even though 

new technology 1s 'scale neutral', the access to re-

sources is not scale neutral. This is very clearly 

brougnt out in our analysi3 where it has been shown 

that different factors affect the level of fertiliser 

use of Capitalist and Family farmers identified in our 

framework. These two classes of farmers respond to 

modern technology in different ways in terms of their 

-access to resources and the uncertainty of the envi-

ronmcnts in which they have to make production deci-

5ions-. 16 Due to the presence of highly imperfect 

16. John Huriss, Capitalism Qnrl Peasant Farming: 
Agrarian Structure and Ideology in Northern 
Tamil Nadu, Oxford University Press, New Delhi, 
1982. 
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factor markets in the countryside, the economic and 

political power is concentrated among a small group 

of farmers. As a result of this, there is restricted 

access to the means of production to a large section 

of farmers (mainly Family farmers) which affects the 

method of cultivation and the efficiency of the system 

as a ~hole.17 Moreover, thi~ imperfect market struc­

ture also results in the divergence of the market 

prices from their social opportunity cost bringing 

about a multiplicity of prices for a single input. 

In other words, different groups tend to pay different 

prices for the same input. 

TllUS, it is possible to argue that under these 

conditions, the real cost of inputs like fertilisers, 

credit, water, labour and land is much higher for the 

Family farmers than for the Capitalist farmers. For 

instance, fertilisers are not only subsidised but are 

also rationed. The tiQely availability of fertilisers 

is one of the pre-conditions for higher yields. In 

like situations, the Capitalist farmers with superior 

economic and social power can gain eaGY access to pro­

cure fertilisers and extension services and the sarne 

might not be available for the Family farmers. 

17. Keith Griffin, The Green Revolution. An Economic 
Analysis, UNRISD, Geneva, 1972. 
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Secondly. the high price of fertilisers might not 

deter a Capitalist farmer from using fertiliser 

because of his better resource endowments. But. a 

Family farmer with little access to credit. has to seek 

loans from moneylenders (paying a much higher rate of 

interest) in order to meet the cost of this input. In 

such a situation.the real cost of using fertiliser is 

not only high for the Family farmers but is also above 

the social opportunity cost. Further. the timely 

availability of fertiliser by itself may act as a con­

straint to these farmers. Under these circumstances. 

the levels of fertiliser use by the Family farmers 

would be much lower when compared to the Capitalist 

farmers. It is against such a background that the 

determinants of fertiliser use were studied. 

'lbe resu! ts of our analysis corroborate wi th these 

hypotheses (Chapter IV). Apart from these. inaccess­

ibility of these farmers to extension services further 

reduce the efficiency of their fertiliser use. Under 

such conditions, it is necessary fer the Family farmers 

to gain easy access to these resources especially 

fertilisers and other agricaltural inputs. 



Net income has a dominant influence on ferti­

liser use. This only proves the availability of 

capital at the right time is very essential for 

fertiliser use. In this regard, availability of 

credit at reasonable rates to all sections of pea­

santry is very essential. Supplementing this, sub­

sidiary occupations by the farmers should be 

encouraged. In fact, by giving loans directly for 

the purchase of inputs (loan B), the probability of 

default is higher due to risk and uncertainty. 

Instead, if loans are given to encourage subsidiary 

occupations, apart from curtailing the demand for 

credit, lo~ repayments would also be easier for the 

farmers. 

Due to the above factors, net returns to ferti­

liser use is generally noted to be high among the 

Capitalist farmers. However, there 1s still scope 

for increasing the levels of fertiliser use among 

these far~ers by increasing fertiliser use efficiency. 

Stagnant rice yields in Coastal Andhra is mainly due 

to poor soil conditions and improper fertiliser 

practices. rhe use of organiC manure to improve the 

30il condition, and regular soil testing schemes for 
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cr.:rrecting the soil deficiencies \'IOuld improve and 

sustain high levels of rice yields. For the Family 

farmers of this region, low fertiliser use effici­

ency is due to imbalanced use of fertilisers where 

Nitrogen (N) is used extensively. In situations like 

this, using adequate quantities of P and K which are 

the limiting factors would result in a higher ferti­

liser use efficiency. The process of learning and 

adoption by the farmers. over time, is slow. Hence, 

strengthening the extension services, would hasten 

this process of learning and would give better 

results. Similarly, poor extension and improper 

management practices resulted in low fertiliser use 

efficiency in Rayalaseema region. Contrary to this. 

fertiliser use efficiency, in Telangana region, seems 

to be affected more by supply constraints (Chapters 

V & VI). 

Thus, in all respects. the Family farmers are 

di~criminated against in the distribution of gains. 

Attempts made by the government to remove these by 

creating special agencies like SFDA and expansion of 

credit have made little impact. Several studies have 

shown that the benefits of SFDA have been cornered 



by the rich farmers. Credit, to a major extent, 

has continued to remain in the domain of the large 

farmers. Further, government stipulations to banks 

to give a fixed proportion (20 per cent) of loans 

to small and SC farmers only resulted 1n default 

(Chapter VI). All this is due to the socio-poli tical 

structure of the villages and the rural countryside 

as a whole. Unless the institutional structure of 

the villages is changed through genuine land reforms, 

this skewedness in the distribution of gains will 

continue. 

To sum up, there is a vast potential for 

increasing fertiliser use efficiency especially in 

underdeveloped areas. For this, there is a need for 

intensification of extension network. Secondly, in 

order to encourage fertiliser use among the Family 

farmers. agriculture should be made profitable. For 

this there is a need for institutional reorganisation 

particularly with regard to credit, input supplies 

and marketing. Without taking into account these 

basic and important issues, price manipulations alone 

\"ill not yield viable rasu! ta. In all this, it should 

not be forgotten that increasing fertiliser use is 

only a 'means' for attaining higher yields and not 

an 'enu' by itself. 
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