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PRODUCTIONPRODUCTION AND SALE OF UREA AND SALE OF UREA ––

20082008--0909
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MONTHMONTH--WISE SALE OF WISE SALE OF 

UREA AND DAPUREA AND DAP–– RABI ’08RABI ’08--0909
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FACTORS BEHIND DEMAND FOR FERTILISERS

Fertiliser Demand

Price

factors
Non-price

factors

Input prices:

•Fertiliser
•Other inputs
(seeds,

pesticides,
agrl. Implements)

Output prices:
•Crop prices

•Weather
•Irrigation
• Seeds

•Credit

•Promotion & Extn
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Fertiliser Availability

Opening stock + Production + Imports

SUPPLY CONSTRAINTS

Production Import

• Technical / equipment

problems

• Feedstock / raw material

shortage

• Power problem

• Marketing problem

• Labour problem

• Govt policies 

• Tight availability

- Production problems

- Bad weather

- Congestion at ports

• High International

Prices
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DEMAND DEMAND –– SUPPLY  OF FERTILISERSSUPPLY  OF FERTILISERS

INDIAINDIA

CONSUMPTION, PRODUCTION, SURPLUS/DEFICIT CONSUMPTION, PRODUCTION, SURPLUS/DEFICIT 
OF N ( MILLION TE) OF N ( MILLION TE) –– PAST TRENDPAST TREND

YearYear ConsumptionConsumption ProductionProduction Surplus(+)/Surplus(+)/

Deficit(Deficit(--))

ImportImport

19511951--5252 0.0590.059 0.0290.029 -- 0.0300.030 0.0290.029

19611961--6262 0.2500.250 0.1540.154 -- 0.0960.096 0.3070.307

19711971--7272 1.7981.798 0.9490.949 -- 0.8490.849 0.4810.481

19811981--8282 4.0694.069 3.1433.143 -- 0.9260.926 1.0551.055

19911991--9292 8.0468.046 7.3027.302 -- 0.7440.744 0.5660.566

20012001--0202 11.31011.310 10.69010.690 -- 0.6200.620 0.2830.283

20052005--0606 12.72312.723 11.33311.333 -- 1.3901.390 1.3901.390

20062006--0707 13.77313.773 11.52511.525 -- 2.2492.249 2.7042.704

20072007--0808 14.41914.419 10.90310.903 -- 3.5163.516 3.7083.708

20082008--09 (Est.)09 (Est.) 15.16515.165 10.90010.900 --4.2654.265 3.7513.751
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CONSUMPTION, PRODUCTION, SURPLUS/DEFICITCONSUMPTION, PRODUCTION, SURPLUS/DEFICIT
OF POF P22OO5 5 ( MILLION TE)( MILLION TE)–– PAST TRENDPAST TREND

YearYear ConsumptionConsumption ProductionProduction Surplus(+)Surplus(+)

/Deficit(/Deficit(--))

ImportImport

19511951--5252 0.0070.007 0.0100.010 +0.003+0.003 0.0160.016

19611961--6262 0.0610.061 0.0650.065 +0.004+0.004 --

19711971--7272 0.5580.558 0.2900.290 -- 0.2680.268 0.2480.248

19811981--8282 1.3221.322 0.9500.950 -- 0.3720.372 0.3430.343

19911991--9292 3.3213.321 2.5622.562 -- 0.7590.759 0.9680.968

20012001--0202 4.3824.382 3.8353.835 -- 0.5470.547 0.4940.494

20052005--0606 5.2045.204 4.2034.203 -- 1.0011.001 1.1451.145

20062006--0707 5.5435.543 4.4404.440 -- 1.1031.103 1.3731.373

20072007--0808 5.5155.515 3.7143.714 --1.8011.801 1.3911.391

20082008--09 (Est.)09 (Est.) 6.6226.622 3.4173.417 --3.2053.205 3.7833.783

CONSUMPTION, PRODUCTION, SURPLUS/DEFICIT CONSUMPTION, PRODUCTION, SURPLUS/DEFICIT 
OF KOF K22O (‘000 TE) O (‘000 TE) –– PAST TRENDPAST TREND

YearYear ConsumptionConsumption ImportImport

19511951--5252 -- 0.0080.008

19611961--6262 0.0280.028 0.0750.075

19711971--7272 0.3010.301 0.2680.268

19811981--8282 0.6760.676 0.6440.644

19911991--9292 1.3611.361 1.2361.236

20012001--0202 1.6671.667 1.6971.697

20052005--0606 2.4132.413 2.7642.764

20062006--0707 2.3352.335 2.0762.076

20072007--0808 2.6362.636 2.6682.668

20082008--09 (Est.)09 (Est.) 3.3283.328 3.4033.403

Note: Entire requirement of potash is met by imports.
There is no known source of potash in the country.
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RECENT DEVELOPMENTSRECENT DEVELOPMENTS

THE FERTILISER SECTORTHE FERTILISER SECTOR

�� Surge in demandSurge in demand

�� Stagnation in capacity and productionStagnation in capacity and production

�� Growing deficit between production and consumptionGrowing deficit between production and consumption

�� Large importsLarge imports

�� Imports at skyrocketing international prices till Imports at skyrocketing international prices till 
September 2008September 2008

�� High subsidy bill in 2008High subsidy bill in 2008--0909

CONSUMPTION OF FERTILISER 

NUTRIENTS (N+P+K)
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TRENDS IN PRODUCTION OF NTRENDS IN PRODUCTION OF N
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Source: Based on the data from ‘Fertiliser Statistics – 2007-08’, FAI, N. Delhi.
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GROWING IMPORTSGROWING IMPORTS
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COST OF IMPORTS:COST OF IMPORTS:

RAW MATERIALS/ INTERMEDIATESRAW MATERIALS/ INTERMEDIATES
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SUBSIDY BILL ON FERTILISERSSUBSIDY BILL ON FERTILISERS

1
3

8
0

0

1
2

5
9

5

1
1

0
1

5

1
1

8
4

7

1
5

8
7

9

1
8

4
6

0

2
6

2
2

2

4
9

9
8

0

3
2

4
9

0
*

7
5

8
4

9
**

0

10000

20000

30000

40000

50000

60000

70000

80000

20
00

-0
1

20
01

-0
2

20
02

-0
3

20
03

-0
4

20
04

-0
5

20
05

-0
6

20
06

-0
7

20
07

-0
8

20
08

-0
9(

R
E) 

20
09

-1
0(

BE)

R
s

 c
ro

re

* = Plus, Rs. 7,500 crore given in the form of special securities.
** = Plus, Rs. 20,000 crore granted in the form of special securities.
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DEMAND PROJECTIONSDEMAND PROJECTIONS

Objectives of the GOIObjectives of the GOI

To make fertilisers available:To make fertilisers available:

-- at right placeat right place

-- in right timein right time

-- in required quantityin required quantity

Need for Realistic projections of demandNeed for Realistic projections of demand

-- Overestimation leads to glutOverestimation leads to glut
-- Underestimation causes scarcityUnderestimation causes scarcity

GLUT OR SCARCITY - CONSEQUENCE

Glut Scarcity

High Inventory - Leading to:

- High inventory carrying

cost

- Liquidity crunch

- Deterioration in quality

of fertilisers due to long

period of storage

Higher Import - Leading to:

-High international price

-Addl burden on exchequer

Non-availability of Ferts 

in time – resulting in :

- Less farm yield
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IMPORTANCE OF DEMAND FORECASTIMPORTANCE OF DEMAND FORECAST

Planning and Decision makingPlanning and Decision making

�� Production planning Production planning 

�� Import planningImport planning

�� Movement planning ( Requirement and allocation of Movement planning ( Requirement and allocation of 
wagons)wagons)

�� Warehousing ( CWC, SWC, FCI and private Warehousing ( CWC, SWC, FCI and private 
agencies)agencies)

�� Planning for availability of feedstock / raw materialsPlanning for availability of feedstock / raw materials

PREREQUISITE OF A GOOD ESTIMATEPREREQUISITE OF A GOOD ESTIMATE

�� Unbiased nessUnbiased ness

�� ConsistencyConsistency

�� EfficiencyEfficiency

�� SufficiencySufficiency
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METHODOLOGIES OF DEMAND METHODOLOGIES OF DEMAND 

PROJECTIONS BY VARIOUS AGENCIESPROJECTIONS BY VARIOUS AGENCIES

1. Roy L.. Donahue (1966) 1. Roy L.. Donahue (1966) 

–– Districtwise crop acreage x fertiliser recommendationDistrictwise crop acreage x fertiliser recommendation

2. Donde and Brown (1972)2. Donde and Brown (1972)

-- Variables used Variables used –– Districtwise data on area under crops,  Districtwise data on area under crops,  

irrigated area, farm harvest prices, agricultural irrigated area, farm harvest prices, agricultural 

technologytechnology

Methodologies Methodologies –– (a) Time series, (b) Multiple regression(a) Time series, (b) Multiple regression

3. National Commission on Agriculture (1976)3. National Commission on Agriculture (1976)

-- (a) Replenishment of nutrients removed by crops(a) Replenishment of nutrients removed by crops

(b) Area under crops and recommended doses(b) Area under crops and recommended doses

(c) Demand for agricultural prodn and response rate of   (c) Demand for agricultural prodn and response rate of   

crops   to addition of fertiliserscrops   to addition of fertilisers

4. NCAER (1978)4. NCAER (1978)

-- Household sample surveyHousehold sample survey (Continued)

METHODOLOGIES OF DEMAND METHODOLOGIES OF DEMAND 

PROJECTIONS BY VARIOUS AGENCIES PROJECTIONS BY VARIOUS AGENCIES 

(CONCLUDED)(CONCLUDED)
5.5. National Centre for Agricultural Economics and Policy Research National Centre for Agricultural Economics and Policy Research 

(NCAEPR) (2005)(NCAEPR) (2005)
-- Normative approach Normative approach 
-- Positive approachPositive approach

6. 6. Demand projections by Department of AgricultureDemand projections by Department of Agriculture

�� NIC NIC –– ARIMA, Neural NeworkARIMA, Neural Nework

�� FAIFAI
-- Population nutrition methodPopulation nutrition method
-- Food grains target approachFood grains target approach
-- Multiple regression Multiple regression 
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SUMMARY OF DEMAND FORECASTS OF SUMMARY OF DEMAND FORECASTS OF 
FERT. NUTRIENTS (N+P+K) BY VARIOUS FERT. NUTRIENTS (N+P+K) BY VARIOUS 
AGENCIES AGENCIES -- XI PLAN WG (MILLION TE)XI PLAN WG (MILLION TE)

20072007--08 08 20082008--0909 20092009--
1010

20102010--1111 20112011--
1212

ForecastForecast

NCAEPRNCAEPR 21.8821.88 22.7022.70 23.5423.54 24.4224.42 25.3225.32

DACDAC 21.8521.85 22.6922.69 23.5423.54 24.4424.44 25.0525.05

FAI:FAI:

1.Populati1.Populati--

on nutritionon nutrition

23.8823.88 24.6724.67 25.4725.47 26.2726.27 27.0127.01

2.Foodgrains 2.Foodgrains 

targettarget

23.2323.23 24.7324.73 26.2826.28 27.8627.86 29.4929.49

3. Multiple 3. Multiple 
regressionregression

23.1323.13 24.0924.09 25.0425.04 25.9625.96 26.9026.90

DEMAND FORECAST BY FAI  DEMAND FORECAST BY FAI  

REVISED IN JUNE 2009REVISED IN JUNE 2009

YearYear NN PP22OO55 KK22OO TotalTotal

ActualActual

20072007--0808

14.4214.42 5.515.51 2.642.64 22.5722.57

20082008--09 09 
(Est.)(Est.)

15.16 6.62 3.33 25.12

ForecastForecast

20092009--1010 15.5715.57 7.037.03 2.972.97 25.5725.57

20102010--1111 15.8515.85 7.297.29 3.133.13 26.27

20112011--1212 16.3116.31 7.617.61 3.303.30 27.2227.22

20122012--1313 16.7616.76 7.937.93 3.483.48 28.1728.17

20132013--1414 17.2217.22 8.278.27 3.673.67 29.1629.16
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PROJECTIONS OF SUPPLY PROJECTIONS OF SUPPLY --

METHODOLOGIESMETHODOLOGIES

1.1. Domestic productionDomestic production

(a) Contribution from existing plants:(a) Contribution from existing plants:

-- Current normal level of production. Scope for Current normal level of production. Scope for 
improvement in efficiency in future. Revival of idle plants.improvement in efficiency in future. Revival of idle plants.

(b) New plants(b) New plants

-- Capacity addition according to date of commissioningCapacity addition according to date of commissioning

-- Apportionment of production according to date of Apportionment of production according to date of 

commissioning commissioning 

-- Work out projections of production according to the Work out projections of production according to the 
capacity utilization of  the respective feedstock / raw materialscapacity utilization of  the respective feedstock / raw materials

2.2. Supply from joint ventureSupply from joint venture

3.3. ImportImport

DEMAND AND SUPPLY OF FERTILISERS 

- HIGHLIGHTS
Nitrogen

• Total demand for N is expected to increase at an annual rate of about 
2.6% from 15.57 Mte during 2009-10 to 17.22 Mte during 2013-14.

• Total supply of N is to increase by 2.9%  per annum,  from 13.10 Mte  
during 2008-09 to 13.86 Mte during 2011-12. Thereafter,  growth will be 
significantly high. India may be self-sufficient in N  by 2013-14 if planned 
projects are implemented

• Total deficit of nitrogen will progressively reduce from 2.47 Mte during 
2009-10  to 1.87 Mte during 2012-13. During 2013-14, there may be 
surplus N by 1.4 Mte
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DEMAND AND SUPPLY OF FERTILISERS 

- HIGHLIGHTS

Phosphate

• Total demand for  P is expected to increase at an annual rate of about 
4.1% from 7.03 Mte during 2009-10 to 8.27 Mte during 2013-14.

• Total supply of P is to increase at an annual rate of 4.9% ,  from 4.13 Mte  
during 2009-10 to 5.00 Mte during 2013-14

• Total deficit of  P will increase from 2.90 Mte during 2009-10 to 3.27 Mte 
during 2013-14.

FORECAST OF DEMAND, SUPPLY FORECAST OF DEMAND, SUPPLY 
BALANCE  OF FERT NUTRIENTS BALANCE  OF FERT NUTRIENTS 

(MILLION TE)(MILLION TE)

YearYear NN PP22OO55 KK22OO

DemandDemand Supply *Supply * SurpluSurplu

s(+) s(+) 

/Deficit/Deficit

((--))

DemandDemand SupplySupply SurplusSurplus

(+) (+) 

/Deficit(/Deficit(--

))

DemDem

andand

20082008--0909 15.1615.16 11.7311.73 -- 3.433.43 6.626.62 3.423.42 -- 3.203.20 3.333.33

20092009--1010 15.5715.57 13.1013.10 -- 2.472.47 7.037.03 4.134.13 -- 2.902.90 2.972.97

20102010--1111 15.8515.85 13.4113.41 -- 2.442.44 7.297.29 4.434.43 -- 2.862.86 3.133.13

20112011--1212 16.3116.31 13.8613.86 -- 2.452.45 7.617.61 4.614.61 -- 3.003.00 3.303.30

20122012--1313 16.7616.76 14.8914.89 --1.871.87 7.937.93 4.794.79 --3.143.14 3.483.48

20132013--1414 17.2217.22 18.6018.60 +1.38+1.38 8.278.27 5.005.00 -- 3.273.27 3.673.67

Note : K2O demand is entirely deficit, as there is no known  source of potash in the country.
* = Includes supplies from Indo-Oman Joint venture and  urea projects planned
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WORLD SUPPLY / 

DEMAND BALANCE
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India

13%
USA

13%

China

31%Others

43%

SHARE OF MAJOR FERTILISER CONSUMING 

COUNTRIES - 2006-07

WORLD DEMAND OF FERTILISERS - HIGHLIGHTS

Nitrogen

• World total demand for N is expected to increase at an annual rate of   
about 2.8% from 126.9 Mte during 2009 to 141.7 Mte during 2013. Out of 
this,  fertiliser demand is expected to increase from 101.0 to 110.36 Mte 
during the period

• Total supply of N is forecast to increase at an annual rate of about 3.7%, 
from  133.5 Mte  during 2009 to 154.7 Mte during 2013.

• World surplus of nitrogen will increase from a total of 6.6  Mte during 2009 
06 to 13.0 Mte during 2013.
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WORLD DEMAND OF FERTILISERS - HIGHLIGHTS

Phosphate

• The  global  P2O5 demand  is projected to expand at an annual rate of  
5.1  percent, from 36.0 Mte during 2009 to 43.8Mte during 2013. Out of 
this, demand for fertiliser is expected to increase from 30.1 to 37.1 Mte 
during the period.

• The  global   P2O5 supply  is forecast to expand at an annual rate of 4.2
percent, from 39.8 Mte during 2009 to 46.9 Mte during 2013.

• The total  P2O5 surplus is expected to decline from 3.8 Mte in 2009, 
to 3.1 Mte during 2013.

WORLD DEMAND OF FERTILISERS - HIGHLIGHTS

Potash

World  total  potash  demand is projected to expand at an  annual rate of  
5.3 percent, from a total of 28.5 Mte during 2009 to 35.0 Mte during 2013. 
Out of  this, demand for fertiliser is expected to increase from 24.9 to   
31.0 Mte during the period.

• The supply of potash is to increase by 5.5% from a total of 38 Mte during 
2009 to 47.0 Mte during 2013

• The total K2O surplus is expected to increase from 9.5 Mte in 2009, 
to 12.0 Mte during 2013.
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WORLD SUPPLY, DEMAND BALANCE - N 
(MILLION TE)

20092009 20102010 20112011 20122012 20132013

Total supply Total supply 133.5133.5 137.4137.4 143.1143.1 149.4149.4 154.7154.7

Total DemandTotal Demand 126.9126.9 131.3131.3 135.1135.1 138.4138.4 141.7141.7

Surplus(+)/DeficitSurplus(+)/Deficit
((--))

6.66.6 6.16.1 8.08.0 11.011.0 13.013.0

WORLD SUPPLY, DEMAND BALANCE - P 
(MILLION TE)

20092009 20102010 20112011 20122012 20132013

Total supply Total supply 39.839.8 41.841.8 43.643.6 45.245.2 46.946.9

Total DemandTotal Demand 36.036.0 38.738.7 40.540.5 42.142.1 43.843.8

Surplus(+)/Deficit(Surplus(+)/Deficit(--
))

3.83.8 3.13.1 3.13.1 3.13.1 3.13.1
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WORLD SUPPLY, DEMAND BALANCE-
K2O (MILLION TE)

20092009 20102010 20112011 20122012 20132013

Total supplyTotal supply 38.038.0 39.539.5 41.541.5 44.444.4 47.047.0

Total DemandTotal Demand 28.528.5 30.730.7 32.432.4 33.833.8 35.035.0

Surplus(+)/Deficit(Surplus(+)/Deficit(--)) 9.59.5 8.88.8 9.19.1 10.610.6 12.012.0

SUPPLY – DEMAND  BALANCE INFLUENCES 
INTERNATIONAL PRICES

• International prices of fertilisers depend upon  the global supply- demand 
balance. If demand is strong, then  supply-demand balance determines
prices rather than cost  of manufacture.

• If demand is weak, cost profiles of major exporters influence the floor price. 

• Low cost exporters  continue to drop prices until their cash costs are
covered.

•Surge in demand and tight availability led to sky rocketing international  
prices  in  the past few years. 

•During 2008-09, average CFR India price of Urea touched US$ 515 as   
against US$ 86 per tonne in1999-2000. Average CFR India price of DAP US$ 
907 as   against US$ 206 per tonne in1999-2000

• As a result of global meltdown, international price of Urea reduced to US$  
290 per tonne and that DAP US$ 367 per tonne in April 2009




