Chapter VI
SUMMARY AND COHCLUSIONS

The main ovjective oI tne stuay was to estimate the normstive
static demand for fertilisers in tae Punjab blate. Thgéf@ct of
fertilise~ prices, product prices snd capitsl avallability on tie
per snnum quantity of fertilisvere demsnced were quantiried for
the tnree different homogenecus agro-climatic zones ol tne State.
These zones were demarcated on the basis of homogeneity of cropping
pattern, soil type, irrigstion, rainfall, productivity, etc

The data for the studv were obtained from trne scheme''Coet
of Cultivat ion of Principel Crops in Punjad" run by the Depariment
of Economices and Sociology, Punjab Agricultural Universgidty,
Ludiniana., On the basgie of these data, a benclhi-mark or repregentstiv
farm situation was constructed taking the means of far m Bize
resources, input-output coefficiente etec., in each of the three
homogeneous gzones of the State. The three representative farm
gitustions constructed in tuic way were concidered ss the bagis
of programuning analyvsis,

The emperical tecimigue used for deriving tie normative
demand funciioris was variable price prograumudng, iucorporating
varioug conetraints of lasnd, lawvwour, capital, maximum and minimum
area under ceriain crops etc. Individual ceumsnd functions were
derived for eacli of thie thiree crop nomo,eneous zones using three

fertiliser prices, four product prices and two capitel levels.
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In all, twenty four obgervations were generated to fit the
continuous demand functions for estimating tne coefficieants of
elasticities with respect to fertiliser price, product price
(measured asprice index) and capitszl level. The deumand functions
were fitted only for nitrogenous fertiliser becsuse these were
tile most important chemical fertilisers used in the State.

An exanination of tne average guantity denanded at awerage
relative prices of fertiliser showed, in general, that with th
provision of capitsl borrowing facility, the demsnd functions sniftec
to the right. Moreover, the aversge price elasticities of demand
were nigher in cuge of all tie tiree fertilice g, N, P205 and KQO
when there was restricted capitel than when the capital was
unrestricted. In zone I, tie highest price elesticities (ignoring
the signs) for N, P205 and K2O, when the capiial was restricted
were -0,3%067, —4.5787 and =1.4580 resgpectivel; whereas corresponding
figures were =0,0606, = ,507 and —-0.1990 when capitzl was
unrestricted. The corresponding estimetes in zone II were =0-5223
=-0.8282, and =0.%Y63% witi the restricted capital and -0.3737, =0.,024
and —0.,420 with uwnrestricted capitsl. In zone 111, tne highest
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coefficients oi price elasticiti

¢

whern the capitfsl was restricted, were —0.3%342, =1.7402 and -1.5014
respectively and -0,816%, =0.5560 and =0.5846 with unrestricted
capital. These lestimates of elasticities showed tnat with the
unrestricted capital, tne demsnd of fertilizer was relatively

egs elastic with resvect to fertiliser prices as compared to that

1

when the capital availavility wase restricted.
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In the detailed study of nitrogenous fertilisers,the
elasticities with respect to fertiliser price, obtained from log
functions were re-spectiveiy —0.1401, 0.2612 and -0.29%64 in zone
I, II and IiI. Ite demand elasgiicity witi respect tc product price
ias =0.0726, (,1624 and 0.4%09 for tue inree zones, I, II and I1I
regpectively, It was 0.99%4 for zoue 1, 0.8182 for zone II and
0.9289 for zone IIIL with respect to cepiial level. The elasticity
estimates were also worked out from the linear function st the mean
levels of the fertiliser price, product price and capitsl level
and these were quite close to their corresponding estimsates
obtzined from the log functions. From these estimetes of different
elacticities it might be inferred thet cepitsl is en important
variable affecting the fertilizer demand whereag the fertiligzer
price mighit not be an important fsctor aifecting the fertilizer
demend. It may, therefore, be suggested that under a2 compelling
situstion when the Government can ot do without increasing the
prices of fertilizer, libersl credit facilitiee for the purchase
of fertilisers should be mede availavle to the faruere so as to
compensate the adverse efrect of price incresse on its quantity
demanded and agriculturel production. In an ecornomy where increzsed
agricultural production is aimed at, such & policy assumee even
more importanete. To some extent, a corresponding increase in tne
product préces would also nelp to sustzin the quantity demended of

fertilisers and consequently the agricuitursl production, But the
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letter may not be a preferred instrumeut of policy in & ceveloping
country struggling to contein its nig: rate cfinflatiorn.

The total nomniative demand for tie Yunjab State of N,

[ O]

P205 and KQ“O was worked oui as 412.85, 117.18 and 10.82 thousand
tonnes per annum ss compared to 240.00, 65,00 snd 18.00 thousand
tonnes of actusl consumption in 1972-73%, whercas the Tertiliser
need on the soil test and existing cropuving pattern (1972-73) were

495,8. 218.4, and 77.2 thousand tonnes of N, P205 and K20

respectively.



