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LOGISTICS

As per Oxford Dictionary, Logistics refer to the “ Art of moving,
lodging and supplying troops and equipment.

As per Webster's New Encyclopedia Dictionary Logistics is -
‘The Branch of Military Science having to do with procuring,
maintaining and transporting materials, personnel and
facilities.’

As per Philips Kotler, Logistics is “ Planning, Implementation
and controlling the physical flow of material and final goods
from the point of origin to the points of use to meet the
customer needs.

Some says, “Logistics is the heart and soul of marketing
discipline.

In fertiliser marketing, logistics cover packagin%, mode of
transportation, handling, warehousing and channels of
distribution i.e. placement
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Schematic Diagram of Logistics
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LOGISTICS

Proper management of of logistics is very
essential for moving the fertilisers from the
Plant/Port to the consuming areas at the
right time, in right quantity and in best
conditions.

A dynamic and efficient logistics system
helps in reducing the marketing cost.
However, it calls for constant monitoring of
activities within the fold of logistics
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SALIENT FEATURES : INDIA

Agriculture continues to be mainstay of India’s economy.

Agriculture Contribution to GDP is 18%.
Two Third of population lives in the villages.
57% of population depends on Agriculture Sector.
With growing population, land man ratio is declining.
Chances of bringing additional land under Cultivation are remote.
Future increase in agricultural production has to come by way of

increasing productivity of land already under cultivation.

Vital role of fertilizers for increasing agricultural productivity is
universally recognised.

Share of fertilizers for increasing foodgrain production is 41%.

CAPACITY, PRODUCTION & CAP.

UTILISATION OF N & P205

YEAR N (000 MT) P205 (‘000 MT)
CAP. PROD |CAPUTI(%) |CAP. |PROD | CAPUTI (%)
51-52 90 29 32 78 10 13
91-92 8282 7302 89 2806| 2562 94
01-02 12166 10690 88 5112 3837 76
04-05 12208 11305 93 5480 | 4038 76
05-06 12288 11333 95 5460| 4203 79
06-07 12284 11525 96 5736| 4440 79
07-08 12284 10903 91 5859 | 3714 65
08-09 12284 10870 95 5865| 3464 60
GFFeoy
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No. of Urea Plants : 28
NPK/DAP Plants : 19 (11DAP)
SSP Plants : 80

N - CONTRIBUTION - UREA : 83 %,

P - CONTRIBUTION - DAP : 63 %,
- NP/NPKs 30 %
-SSP @ 7%

FERTILISER CONSUMPTION IN INDIA

YEAR Fertiliser Cons. (‘000 te) |Annual Growth Rate overj
previous Period (%0)

N P K TOTAL| N P K |TOTAL
1951-52 59 7 [0} 66

1971-72| 1798 | 558 | 301 2657 [(21.8] 24.9 | 26.5| 22.9

1991-92| 8046 |3321| 1361 | 12728 | 7.1 9.7 7.3 7.7

1992-93| 8427 |2844| 884 | 12155 | 4.7 | -14.4 |-35.0] -4.5

2002-03| 10474 (4019|1601 | 16094 | 2.8 4.1 7.3 3.5

2004-05]11714|4624| 2061 | 18398 | 5.7 7.3 |13.5 6.9

2005-06| 127235204 | 2413 | 20340 | 8.6 |12.5 |17.1 [10.6

2006-07]13773|5543| 2335 | 21651 | 8.3 |6.5 -3.3 | 6.4

2007-08] 14419 |5515| 2636 | 22570 | 4.7 |-0.5 129 | 4.2

2008-09| 15117 [6595| 3328 | 25040 | 4.8 |19.6 |26.3 | 10.9




PER HECTARE CONS. IN INDIA

YEAR CONSUMPTION (Kg./ha) Consumption Ratio

N P K TOTAL N P K
1951-52 0.4 0.1 0.1 0.5 7.9 0.9 1.0
1971-72 10.9 3.4 1.8 16.1 6.0 1.9 1.0
1991-92 | 44.2 | 18.2 7.5 69.8 5.9 2.4 1.0
1992-93 45.4 | 15.3 4.8 65.5 9.5 3.2 1.0
2002-03 55.1 | 21.1 8.4 84.6 6.5 2.5 1.0
2004-05 61.6 | 24.3 10.8 96.7 5.7 2.2 1.0
2005-06 66.0 | 27.0 12.5 105.5 5.3 2.2 1.0
2006-07 71.4 | 28.8 12.1 112.3 5.9 2.4 1.0
2007-08 74.8 | 28.6 | 13.7 117.1 5.5 2.2 1.0
2008-09 78.4 | 34.2 17.3 129.9 4.5 2.0 1.0

PRODUCTION, CONSUMPTION, GAP & IMPORT —

YEAR CONS. PROD. GAP |IMP.
2000-01 192 196 -4 -
2001-02 199 190 9 2.2
2002-03 185 186 -1 1.2
2003-04 197 190 7 1.4
2004-05 207 202 6.4
2005-06 223 201 22 20.6
2006-07 243 203 40 47.2
2007-08 260 198 62 69.3
2008-09 267 199 68 57.5
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Lakh MT

YEAR CONS. |PROD. GAP |IMP.

2000-01 59 49 10 8.6
2001-02 62 51 11 9.3
2002-03 55 52 2 3.8
2003-04 56 47 9 7.3
2004-05 63 52 11 6.4
2005-06 68 46 22 24.4
2006-07 74 47 27 28.8
2007-08 75 42 33 27.2
2008-09 99 30 69 66.7

IMPORT OF FERTILISERS

The Gap between the Consumption and
Production of fertilisers will go up substantially
as no new capacities of Urea and DAP are in the
pipeline. Therefore, imports of Urea and DAP are
inevitable in future.

Entire requirement of MOP (60% K,O) is met
through import as there are no known sources
of potash in the country.

During 2008-09, 56.7 lakh MT Urea, 61.9 lakh MT
DAP and 56.7 lakh MT MOP was imported
respectively.




FERTILISER CONSUMPTION VS

FOODGRAIN PRODUCTION

YEAR Kg./ ha Fertiliser N+P+K Total Foodgrain
Consumption (000 MT) Production
1955-56 0.89 130.85 66.80
1965-66 5.05 784.6 72.30
1973-74 16.71 2838.6 104.67
1989-90 63.47 11568.2 171.04
2006-07 112.3 21651.0 217.28
2007-08 117.0 22570.1 230.67

FERTILISER DISTRIBUTION

Fertilisers are produced at 147 locations in the country.

Volume of fertiliser ( indigenous and imported) despatched in
the country during 2008-09 was 47 million MT.

The volume of fertilisers to be handled will go up in the coming
years.

Distribution of above quantities to the Farmers scattered in
about 6 lakh villages in the country is a Herculean Task.

This is more so due to the fact that fertiliser production is a
continuous process whereas consumption is highly seasonal
and confined to 3-4 months in a year and that too split into two
seasons namely Kharif and Rabi.

Fertiliser being a bulk commodity, its logistics is complex
activity.
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IMPORTANT ELEMENTS OF LOGISTICS

Transportation ( 70 to 75 %)
Warehousing ( 3 to 4%)
Handling (5 to & 7%)

Handling, Transportation and
warehousing expenses are
controllable.

TRANSPORTATION

Fertilisers in India are moved by Rail & Road only

Rail transport is suited for larger volume and
economical for longer distances

Fertiliser Movement is done by rakes only i.e. BG
Rake - 2500 to 2700 MT for covered wagons and upto
3000 MT for open wagons & MG rake -700 to 800MT

Number of Fertiliser rakepoint : 730 out of which
used by the Industry
is 400-500.




Comparative Energy Efficiency of

modes of transportation

Transport Mode Energy Consumption
(BTU/Tonne-Km)

Railways(Electric Fraction) 84.6

Road 1587.3

Waterways 182.0

ROAD TRANSPORTATION

Road transportation is used for moving fert. Upto 300 kms from
plants as it is economical.

Road transport is also used for road bridging i.e. Moving
fertilisers from rakepoint to field warehouses.

Present share of rail transport is 73 per cent

Total despatches : 47 mill ton. 2008-09
Rail share 34 mill ton (73%)
Road share : 13 mill ton (27%)

Share of Coastal Shipping is almost negligible. However,
IFFCO is handling some quantity thru coastal shipping in
containers.
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Fertiliser Movement by Rail & Road

Year Average Lead | Quantum moved | %Share by

(KM) by Rail (‘000 MT) Rail
1980-81 1100 8108 67
1990-91 940 18360 68
2000-01 862 27093 75
2006-07 827 34076 73
2007-08 827 34075 73
2008-09 827 34100 73

Railways Lead has been declining due rationalization

Availability of Railway Wagons

Percentage of the total number of
Year Total Wagons on wagons

line (in Units) Covered Open
1980-81 400,946 53.3 28.3
1990-91 346,102 49.1 29.6
2000-01 222,193 34.1 41.0
2001-02 216,717 33.2 41.7
2002-03 214,760 31.9 42.4
2003-04 227,752 29.8 44.0
2004-05 222,409 29.0 45.8
2005-06 207,983 29.4 45.4
2006-07 207,719 28.8 47.2
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COASTAL SHIPPING

The Share of coastal shipping is almost negligible.

IFFCO has started despatch of material from
Paradeep Unit to the coastal districts of
Maharashtra, Goa, Karnataka, Tamil Nadu and
Kerala.

The freight paid is at par with the Railways.

Efforts are being made to despatch material from
Kandla Unit also.

The volume is likely to go up considerably in the
near future.

Traffic Handling through Waterways

Country Traffic Handling (%)
USA 11
Western Europe 12
Bangladesh 35
Myanamar 50
China 10
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WAREHOUSING

Fertiliser production is a continuous process
Fertiliser consumption is highly seasonal
Warehousing becomes imminent
Storage capacity at plants limited to 3 to 4 weeks
Storage facilities in India are provided by

- Central warehousing corporation

- State warehousing corpn.

- Cooperatives

- Private

Strategic hiring of warehouse is critical for optimum utilization
and effective control of inventory and thereby marketing cost.

STORAGE CAPACITY IN INDIA

(AS ON 31.3.2008)

Agency No of Capacity
Warehouses (‘Lakh MT)
CcwcC 490 99
SWC 1576 187
COOPERATIVES 66513 149
TOTAL 68579 435
1 IFFCOI
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PACKAGING

FERTILISERS ARE HYGROSCOPIC IN NATURE
TEND TO CAKE IF EXPOSED TO MOISTURE
LOSE NUTRIENT VALUE

PACKAGING PROVIDES PROTECTION.

PACKAGING OFFERS CONVENIENCE OF TPTN.,
HANDLING AND STORAGE

HDPE BAGS ARE USED PACKAGING
NORMAL PACKAGING SIZE - 50 Kg

HANDLING

Handling of fertilisers is the controllable function of
the marketing cost.

Increasing the number of handling leads to loss of
weight of material as well as damage to the outlook
of the bags.

Farmers in the present scenario gives due
importance to the packaging.

Efforts should be made to reduce the number of
handling thru proper management.
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MARKETING CHANNEL

Every manufacturer need a link with the
customers to sell his products.

The set of intermediates forming this
important link is called the
marketing/distribution channel.

Selecting the right channel is the most
important, complex and challenging task
for every business organisation.

MARKETING CHANNEL

Marketing Channel in India for Fertilisers can
broadly classified into three categories :

Institutional Agencies
Private Trade
Company owned outlets

Private trade accounts for 60%.

Institutional agencies including cooperatives
accounts for 35%.

Manufacturers own 5%
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FERTILISER DISTRIBUTION CHANNELS

SYSTEMATIC APPROACH TO

LOGISTICS RATIONALISATION

The first and foremost step for logistics rationalisation
is the assessment of month-wise / district-wise
accurate demand of fertilisers.

The demand should be assessed keeping in view the
cropping area, irrigated / un-irrigated area, credit
availability, introduction of new varieties, last years
sale pattern, any new development in the area etc.

Demand of fertilisers in the districts provides the
basis for finalisation of warehousing planning.
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SYSTEMATIC APPROACH TO

LOGISTICS RATIONALISATION

Warehouse planning is next important aspect i.e. Location of
warehouse and how much space to be hired is the crucial
factor in logistic management.

Majority of farmers in India are small and marginal and they do
not have the resources to purchase material before the start of
the season.

Warehousing allows continuity of production and helps in
making the vital input to the farmers in time and in right
quantity.

Fertiliser should be placed in the warehouses keeping the view
the lead distance from the Plant/Port.

SYSTEMATIC APPROACH TO

LOGISTICS RATIONALISATION

Placement of fertilisers in the warehouses should be
well before the start of the season.

Wrong placement of fertiliser leads to loss of sales on
one hand and increase in the inventory cost on the
other hand.

Efforts should be made to make available fertilisers at
the door step of the farmers at the appropriate time.

The ultimate should be that no sale is lost for want of
material.
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FERTILISER MONITORING SYSTEM

GYS

DEPARTMENT OF FERTILISERS ENSURE SUFFICIENT
AVAILABILITY OF FERTILISERS IN EACH STATE AT MACRO
LEVEL.

DISTRIBUTION OF FERTILISERS IN DIFFERENT DISTRICTS OF
THE STATE IS TO BE MANAGED BY STATE GOVERNMENT

THERE WERE COMPLAINTS OF SHORTAGE OF FERTILISERS IN
SOME POCKETS PARTICULARLY IN FAR FLUNG AND
INACCESSIBLE AREAS.

FOODGRAIN PRODUCTION WAS ALMOST STAGNANT OR
DECLINING FOR THE LAST FEW YEARS.

FALL IN FOODGRAIN PRODUCTION BLAMED ON FAILURE IN
TIMELY SUPPLIES OF FERTILISERS.

MANUFACTURES/ SUPPLIERS ON THE OTHER HAND WERE
FACING CASH CRUNCH DUE TO DELAYED SUBSIDY PAYMENTS

FERTILISER MONITORING SYSTEM

IN ORDER TO INFUSE MORE AND MORE TRANSPARENCY IN THE
DISTRIBUTION AND AVAILABILITY OF FERTILISERS IN THE
COUNTRY, FERTILISER MONITORING SYSTEM WAS
DEVELOPED.

FMS IS A WEB BASED FERTILISER MONITORING SYSTEM
LAUNCED BY DOF ON 22" JANUARY, 2007

FMS MONITOR THE PRODUCTION, DESPATCH AND RECEIPT OF
UREA/DAP/MOP/ COMPLEXES UPTO THE DISTRICT LEVEL.

THIS HELPS DOF TO MONITOR AVAILABILITY ON A MONTH-
WISE/ DISTRICT-WISE/ COMPANY-WISE FORMAT AGAINST THE

AGREED SUPPLY PLAN.
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LOGISTIC RATIONALISATION

UNDER FMS

Before the beginning of month, GOl communicate
the monthwise movement plan for Urea, NPKs and
DAP to the States.

State Govts. further bifurcate the same into
manfacturer-wise/districtwise.

Supplies are made as per the supply plan.

In case, supply in a district is more than the plan,
the same is regularised by State Govts.

The revised plan are entered in FMS by LFS
between 6 to 10" of following months every month.

UNIFORM FREIGHT SUBSIDY PAYMENT

Under FMS, GOl is giving Rail freight on actual basis.

Manufactures are uploading the copy of RR for despatches by
Rail into the FMS and also indicate the actual freight paid.

As regard further movement from Rake-point to the field
warehouses, district-wise normative leads have been approved
and uploaded into FMS for each State.

As regard direct movement by Road from Plant/Port, the
distance from Plant/Port to the districts have been approved by
GOl and the same is uploaded in FMS.

GOl has also uploaded the approved per tonne per km rate for
each State.

In case of Road Movement, the average of the rates of the
despatching state and the receiving state is applicable. The
maximum permissible distance for Road Movement is 500 KM.

GZD)
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UNIFORM FREIGHT SUBSIDY PAYMENT

Presently on NPK/DAP, GOl is giving concessions (subsidy)
as well as freight payment to the manufacturers thru FMS.

As regards Urea, concession based on the retention prices
are paid thru the manual system. However, the freight
payments are paid thru FMS.

The freight payments are calculated on the basis of the
quantity received in the district directly from the rakepoint /
Plant and multiplying it with the Statewise approved lead and
rates.

No subsidy is paid for inter district-movement.

SUGGESTIONS

Presently on NPK/DAP, GOl is giving concessions
(subsidy) as well as freight payment to the
manufacturers thru FMS.

As regards Urea, concession based on the retention
prices are paid thru the manual system. However,
the freight payments are paid thru FMS.

The freight payments are calculated on the basis of
the quantity received in the district directly from the
rakepoint / Plant and multiplying it with the Statewise
approved lead and rates.

7/17/2009
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SUGGESTIONS

Before arrival of rake, planning of supplies to various
districts should be finalised.

The supplies against the plan in FMS of the other
districts should be fulfilled on priority primarily due to
the fact that if the material is not moved directly from
the rake, it will lead to under-recovery on freight.

GOl reimburse the freight subsidy on the basis of
first point of receipts.

No subsidy is paid for inter district-movement.
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