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ABSTRACT 

Indian government provides huge amount of subsidies on fertilizers to help the farmers from 

1977. These subsidies encourage the use of fertilizers as well as the production of agriculture. 

In this paper, an attempt is made to analysis the growth and distribution of fertilizers 

subsidies in different states of east zone of India. The findings indicate that fertilizers 

subsidies are unequal distributed among all the states of north zone, then government should 

provide the subsidies either on the basis of productivity or on gross cropped area of various 

states. 
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INTRODUCTION 

 

Subsidies are among the most powerful instrument for manipulation or 

balancing the growth rate of production and trade in various sector and regions and for an 

equitable distribution of income for a protecting weaker section of society. The support and 

procurement prices for major agricultural production some of the important measures, which 

are done to protect the interest for farmers and weaker sector of consumers. During the last 

decade subsidies provided by Govt. of India have grown it a very rapid rate. The subsidies 

rose from 1.7 per cent of total budget expenditureis1970-71to more than 10 per cent in 1980- 

81. Agricultural subsidies and food subsidies constituted above 10 per cent of the total 

subsidies in country (Halmandage). 

 

Fertiliser has to play an important role in future growth of Indian 

agriculture as the net area available for cultivation is shrinking due to rising demand for new 

houses, factories, infrastructure and other commercial uses. It seems that practically all 

increase in farm output in future has to come from the increase in productivity. This would 

require improved technology and increased application of yield enhancing plant nutrients. A 

large number of studies have shown that most of the increase in foodgrain output during the 

first two decades of green revolution are attributable to chemical fertilisers (Desai and 

Vaidyanathan 1995). Therefore, growth in fertiliser consumption in the country is of 

paramount importance to raise agricultural production and to meet future requirements of the 

Country (Ramesh Chand). 

 

In order to keep the prices of fertilizers low, so that farmers are able to buy 

it easily as per his requirement, the cost of fertilizers is subsidized by the Government, Urea 

being the cheapest fertilizer due to heavy subsidies has been applied more in quantities by the 

farmers leading to imbalance in required nutrients for the plants, resulting stagnant or 

decreased production at the farms and also degradation of soil fertility (Y D Sharma). 

 

The relevant literature is reviewed in detail to understand the nature of the 

work done on this topic.  Gupta, (2003)  argued that there has been a substantial increase in 

fertilizer consumption in Punjab in the last three decades Total NPK consumption has 
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increased more than seven fold between 1970-71 and 2005-06 per hectare fertilizer 

consumption increased from about 37 Kg to 221.7 Kg. in the same period. The fertilizer 

consumption in Punjab is the highest in India. In addition overuse of nitrogen fertilizer due to 

higher amounts of subsidy has led to imbalanced use of fertilizes in the state. The N:P2 O2 : 

K2O ratio in Punjab is one of the most distorted at 27.8:7.3:1 as against the generally 

recommended 4:2:1 ratio. The author concluded that intensive use of inputs mainly pesticides 

and chemical fertilizers which was central to green revolution has created an ecological crisis 

in the state. If urgent remedial action is not taken, Punjab's agrarian crisis is bound to deepen.   

 

 Bhargava, (2003) revealed that just three items of public spending on 

agriculture – central fertilizer subsidy, electricity subsidy and irrigation subsidy account for 

nearly one –fourth of the increase in India's public sector deficit in recent years. The 

contribution of the agricultural sector to recent increase in India's public sector deficit , if 

other such items like crop insurance, losses, credit etc. are taken into account, will turn out to 

be for more daunting. According do this study, a vicious circle seems to have already set in. 

The policy matters has justified agricultural subsidies on the ground of the country's poor's 

inability to pay market prices for food.  

 

But subsidies, by promoting inefficiencies in the use of inputs, has the effect of 

raising input intensity of farm output and thereby of raising the costs of  food production. 

This in turn, has led to demands for more fiscal favour. What is more, the regime of subsidies 

has also encouraged  rent-seekers to get what they can from the system, with politicians 

seeking high profile new projects, not proper maintenance of existing systems and farmers 

employing political pressure to get what give always they can rather than organizing for 

improved agricultural extension services. In this has contributed to rapidly rising fiscal 

outgoes.  

 

The author suggested that the vicious circle urgently needs to be broken, 

otherwise it will keep pushing India inexorably towards a situation of rising public sector 

deficits a situation which may pace the following major risks or a combination of them, for 

the Indian economy during the 1990s, substantially highest real interest rates, crowding out of 

some investment, lower growth rates, debt trap substantially higher inflation rates and 

excessive external debt service burden. From these studies, it may conclude that fertilizers 

subsidies are a worldwide phenomenon. The main objectives of this study are to show the 

growth and distribution of fertilizers subsidies in different states of north zone and suggest 

some ways for giving subsidies.  

 

GROWTH AND DISTRIBUTION OF SUBSIDIES OF FERTILIZERS IN NORTH 

ZONE 

 

The fertilizers subsidies of different states of north zone of India during 

1980-81 to 2008-09 are shown in table 1. In Haryana, the fertilizers subsidies have increased 

from Rs.20.18 crores in 1980-81 to Rs.764.40 crores in 2000-01 and further increased to 

Rs.5,235.81 crores in 2008-09. In Punjab, these have gone up from Rs.66.76 crores in 1980-

81 to Rs.454.03 crores in 1990-91 and further increased to Rs.7,181.47 crores in 2008-09. 

The fertilizers subsidies have risen up from Rs.100.81 crores in 1980-81 to Rs.2,521.17 

crores in 2000-01 and further increased to Rs.16,380.73 crores in 2008-09 in Uttar Pradesh. 

  Jammu and Kashmir has got Rs.1.81 crores as fertilizers subsidies in 1980-81, gone 

up to Rs.15.84 crores in 1990-91 and further gone up to Rs.426.91 crores in 2008-09. In 

Delhi, the subsidies have declined during pre and post liberalisation periods except in 2008-
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09. Whereas in Himachal Pradesh, these have increased from Rs. 1.42 crores in 1980-81 to 

Rs.12.87 crores in 1990-91 and further increased to Rs.233.03 in 2008-09. Uttaranchal has 

got Rs.10.60 crores and Rs.620.78 crores in 2005-06 and in 2008-09 respectively.  

 

 It is observed that Uttar Pradesh is ahead by receiving maximum percentage share of 

fertilizers subsidies at national level among all the other six states of north zone during the 

pre and post liberalisation periods. Punjab has got second position during pre as well as post 

liberalisation periods followed by Haryana, Jammu and Kashmir, Himachal Pradesh, 

Uttaranchal and Delhi. Haryana’s percentage share has increased from 4.28 in 1980-81 to 

4.70 in 1990-91 and declined to 5.17 in 2008-09. In Punjab, it has declined from 14.15 in 

1980-81 to 12.79 in 1985-86 and further declined to 7.61 per cent in 1996-97 and increased to 

7.87 per cent in 2000-01, it has increased to 8.33 per cent in 2005-06. It has increased from 

21.36 per cent in 1980-81 to 22.96 per cent in 1985-86 and declined to 17.96 per cent in 

1990-91 and again increased to 18.37 per cent in 2000-01 in Uttar Pradesh. 

 

 In Himachal Pradesh, its percentage share has increased from 0.28 in 1980-81 to 0.33 

in 1990-91 and declined to 0.23 in 2008-09, whereas Jammu and Kashmir has got 0.38 per 

cent, 0.41 per cent, 0.39 per cent and 0.42 per cent in 1980-81, 1996-97, 2000-01 and 2008-

09 respectively. It is found that in Delhi, the percentage share at country level has declined 

during pre as well as post liberalisation periods.  

Table 1:State-Wise Distribution of Fertilizers Subsidies in North Zone in India 

during 1980-81 to 2008-09 (In Rs. Crores) 

North Zone 

Years/  

States 
1980-81 1985-86 1990-91 1996-97 2000-01 2005-06 2008-09 

Haryana 
20.18 78.18 218.02 390.81 764.40 991.91 5,235.81 

(4.28) (4.33) (4.70) (4.80) (5.57) (5.58) (5.17) 

Punjab 
66.76 230.75 454.03 619.99 1,079.68 1,481.28 7,181.47 

(14.15) (12.79) (9.79) (7.61) (7.87) (8.33) (7.10) 

Uttar 

Pradesh 

100.81 414.41 833.29 1,421.04 2,521.17 3,043.62 16,380.73 

(21.36) (22.96) (17.96) (17.44) (18.37) (17.12) (16.19) 

Jammu and 

Kashmir 

1.81 7.40 15.84 22.24 53.39 81.06 426.91 

(0.38) (0.41) (0.34) (0.27) (0.39) (0.46) (0.42) 

Delhi - - - 
12.17 4.21 0.40 2.60 

(0.15) (0.03) (0.002) (0.003) 

Himachal 

Pradesh 

1.42 4.96 12.87 17.68 29.21 42.15 233.03 

(0.30) (0.27) (0.28) (0.22) (0.21) (0.24) (0.23) 

Uttaranchal - - - - - 
10.60 620.78 

(0.06) (0.61) 

Source:(1) Government of India, Fertilizers Association, Fertilizer Statistics, various issues, 

New Delhi.  (2) Government of India, Economic survey, union Budget, various years. 

 Note: (1) Fertilizers subsidies are calculated by multiplying the consumption of fertilizers 

(in 000  tonnes) with subsidy per tonne at national level 

 (2) Percentages are shown in parentheses 
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 The fertilizers subsidies per hectare in north zone in India during 1980-81 to 2006-07 

are shown in table 2. Punjab is leading among all the other states during 1980-81 to 1990-91 

and during 2000-01 to 2006-07 (Delhi is leading in 1996-97). In Punjab state these subsidies 

have risen up from Rs.98.06 in 1980-81 to Rs.590.76 in 1990-91 and further risen up to 

Rs.4,678.34 in 2006-07. In Haryana, the subsidies per hectare have increased from Rs.37.10 

in 1980-81 to Rs.366.50 in 1990-91 and further increased to Rs.2,058.57 in 2006-07. Uttar 

Pradesh has got Rs.41.20, Rs.325.41, Rs.929.90 and Rs.1,689.73 in 1980-81, 1990-91, 2000-

01 and 2005-06 respectively. 

 

 In Jammu and Kashmir, these have gone up by 283.73 in 1985-86,105.98 

in 1990-91,38.80 in 1996-97,132.90 in 2000-01 and 87.06 in 2006-07 as compared to 1980-

81, 1985-86, 1990-91, 1996-97, 2000-01 and 2006-07 respectively. It is found that in Delhi, 

these have declined during 1996-97 to 2006-07. In Himachal Pradesh, subsidies per hectare 

have increased from Rs.15.07 in 1980-81 to Rs.137.51 in 1990-91 and further increased to 

Rs.605.14 in 2006-07, whereas Uttaranchal has got Rs.25.19 in post liberalisation period 

(2006-07). 

 

Percentage-wise analysis shows that Punjab has got first rank during the 

study period followed by Uttar Pradesh, Haryana, Jammu and Kashmir, Delhi, Himachal 

Pradesh and Uttaranchal. In Punjab, it has declined from 17.64 in 1980-81 to 5.91 per cent in 

1996-97 and increased to 9.73 per cent in 2006-07. In Haryana it has increased from 6.67 per 

cent in 1980-81 to 6.99 per cent in 1985-86 and declined to 4.81 per cent in 1996-97 and 

again increased to 5.80 per cent in 2000-01, whereas Jammu and Kashmir has got 3.36 per 

cent, 2.99 per cent, 2.22 per cent and 1.86 per cent in 1980-81, 1990-91, 2000-01 and 2006-

07 respectively. 

 

Table 2:State-wise distribution of Fertilizers Subsidies in North Zone in India 

during 1980-81 to 2006-07    (In Rs./ Hectare)                                                                                                      

North Zone 

Years/ 

States 

1980-

81 

1985-

86 

1990-

91 
1996-97 2000-01 2006-07 

Haryana 
37.10 139.48 366.50 639.36 1,247.49 2,058.57 

(6.67) (6.99) (7.41) (4.81) (5.80) (4.28) 

Punjab 
98.06 322.19 590.76 785.44 1,356.48 4,678.34 

(17.64) (16.15) (11.95) (5.91) (6.30) (9.73) 

Uttar Pradesh 
41.20 165.10 325.41 540.42 929.90 1,689.73 

(7.41) (8.27) (6.58) (4.07) (4.32) (3.52) 

Jammu and 

Kashmir 

18.70 71.77 147.83 205.18 477.88 893.92 

(3.36) (3.60) (2.99) (1.54) (2.22) (1.86) 

Delhi - - - 
1,919.38 737.57 282.98 

(14.44) (3.43) (0.59) 

Himachal Pradesh 
15.07 50.88 137.51 185.53 307.52 605.14 

(2.71) (2.55) (2.78) (1.40) (1.43) (1.26) 

Uttaranchal - - - - - 
25.19 

(0.05) 
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Source:(1) Government of India, Fertilizers Association, Fertilizer Statistics, various issues, 

New Delhi.  

(2) Government of India, Economic survey, union Budget, various years.   

(3) Government of Punjab, Statistical Abstract, Various years. 

Note: (1) Fertilizers subsidies per hectare of states are calculated by multiplying the 

consumption of fertilizers (in Kgs) per hectare with subsidy per kg. 

 (2) Percentages are shown in parentheses 

 

  

MAJOR FINDINGS AND POLICY IMPLICATIONS 

 

From the above analysis, it is observed that the fertilizers subsidies have 

increased in absolute terms in all the states of north zone (except in Delhi) during the pre as 

well post liberalisation periods, whereas a lot of variation is seen in percentage-wise analysis. 

As the year 2008-09 is compared to the year 1990-91, it is found that in Uttar Pradesh these 

have increased by 19.66 times, Jammu and Kashmir near about twenty seven times, Haryana 

twenty four times, Himachal Pradesh eighteen times and Punjab fifteen times. In 1990-91, 

Punjab has got two times more of fertilizers subsidies and 1.37 times in 2008-09 than that of 

Haryana, whereas Uttar Pradesh has received 52.61 times more of fertilizers subsidies in 

1990-91, whereas 38.37 times more of fertilizers subsidies in 2008-09 than that of Jammu 

and Kashmir.  

 

In per hectare, it has increased in absolute terms, fertilizers subsidises have 

been increased, whereas variations are seen in entries states of north zone during the study 

period. As post liberalisation period (2006-07) is compared to pre-liberalisation period (1990-

91), in Punjab, these have risen up near about eight times, in Jammu and Kashmir six times, 

in Haryana near about six times, in Uttar Pradesh more than five times and in Himachal 

Pradesh more than four times. Punjab has got 1.61 times more of fertilizers subsidies and 

2.27 times than that of Haryana in 1990-91 and in 2006-07 respectively, whereas during the 

same time reverse figures are observed in Uttar Pradesh when compared to Jammu and 

Kashmir. 

The findings indicate that there is unequal distribution of fertilizers subsidies among all the 

states, thus government should provide fertilizers subsidies either on productivity basis or on 

gross cropped area of the states. 
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