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SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS:
I. CONCLUSIONS

1. During the coming years, despite the large-scale increase in
production programmed in several countries, Latin America will continue
to depend to a large extent on imports of fertilizers. .
2. In 1974 regional production of nitrogenous fertilizers covered
61.3 per cent of total consumption in that year, that of phosphatic
fertilizers covered 61.8 per cent; but that of potassic fertilizers
barely 0.2 per cent.
3« = Over the next ten years the region's degree of dependence on
fertilizers will vary according to the type of nutrient involved.
In the case of nitrogen it is estimated that the deficit in regional
production for 1980 vis-i-vis probable demand for that year will
decrease substantially. The deficit could amount to around 420,00 tons
of nitrogen (12.1 per cent of probable demand) if the production
“projection which the Mission considers most probable is borne out.
'In 1985 the deficit could be similar to the 1980 estimate (420,000 tons
of nitrogen), calculated according to a projection criterion similar
to that used for 1980.
L, The regional deficit in phosphatic fertilizers could reach
figures of around 551,000 tons of P205 in 1980 and 1,683,000 tons
of P205 in 1985 according to what in the Mission's opiniop are the
most probably estimates. This woulc be the equivalent of 20.3 per cent
of anticipated demand for 1980 and 38.2 per cent of 1985'demand.
Se As for as potassic fertilizers are concerned, although a decrease
may be expected in the present regional deficit around 1980 in vlew

of the development plans for known resources in some countr1es, there
are no grounds for a definite assertion that the deficit will continue
to decrease significantly in the years following 1980. It is believed,
however, that the pressure of demand will increase efforts to detect

and develop the resources which very probably exist in the region.

/6. The
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6. The relative world scarcity of fertilizers and the high prices
recorded in the last three years could last until 1977, at least as

far as nitrogenous fertilizers are concerned. There are, however,
indications that there might be some let-up in the situation before

this date. It should be taken into account that relatively large stocks
of fertilizers exist in several countries of the world, and in the last
two months there have been transactions in which fertilizers have been
purchased at prices considerably lower than those in force in the
international market at the end of 1974. ‘

Y During recent years a considerable percentage of the international
fertilizer trade has been carried out by export consortia or cartels.

8. According to OAS estimates, the region's imports of fertilizers

in 1974 amounted to 721 million dollars while its exports came to

84,6 million dollars.

2. The bigger outflow of foreign exchange due to imports of
fertilizers has aggravated balance-of-payments problems in several
countries of the region, in particular the relatively less developed 5
countries which consume fertilizers in fa;;ly,substanb&al,ﬁLanﬁlthg. |
10, Latin America possesses large- rqger:i§$of ﬂatuggl ﬁ@siwwhlch s .
the most sultable raw material *for manufacturlig ammonia (nltrogen).

The countries Wthh possess big enough reserves for this purpose are
Argentina, Bollv1a, Chile, Colombia, Ecuador, Peru, Trinidad and Tobago
and Venezuela. )

11. The most important reserves of phosphate rock, a raw material used
in the production of phospﬁoric gcid, are to be found in Peru (Sechura).
Mexico and Brazil also have substantial reserves.

"~ 12. ' In the light of the estimates made by the Mission on the supply and
demand of nitrogenous fertilizers for 1980 and }985, the installation
of‘éither two or four ammonia plants could be justified (depending on
Whether the production of Trinidad and Tobago is included in regional
supply or not). Each would have a capacity of 1,000 TFD and

would be programmed to come into operation at the end of the 1970s

or in the early 1980s.

/13. As
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13, As regards the production of phosphaﬁic ferfilizers, it may be
noted that the demand and productlon figures for 1980 and 1985 indicate
that their will be enough unsatisfied demand to 3ust1fy the 1nstallation
of several units for the productlon of phosphorlc acid at the rate

of 500 tons of P2 )5 per day. _

14. At the present tlme there are varlous polltlcal, economic and
financial factors favouring the establishment of multlnatlonal

fertilizer enterprises.

v
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II. RECOMMENDATIONS ON THE FORMULATION OF A REGIONAL
CO-OPERATION STRATEGY FOR FERTILIZERS

The conclusions of the study define to a large extent the
context in which the strategy should be formulated. The policy
objeétives and the short- and medium-term measures which the
Mission feels should be included in the formulation of the strategy
have been'defined in terms—of these conclusions.

A. SHORT-TERM OBJECTIVE AND MEASURES

1. Objective
To enable the countries of the region, and particularly the
relatively less developed countries, to obtain adequate supplies of

fertilizers of the quality required and at reasonable prices.

2. Measures which should be applied

It is suggested that a regional marketing body and a regional P
fund for financing purchases of fertilizers should be set up.
(a) Regional marketing body. Its functions would be:

(i) To make joint purchases in the international market, on
behalf of the member States, of fertilizers for final or intermediate
use and of raw materials for manufadturing these products;

(ii) To help to ensure a timely and adequate supply of fertilizers
for the countries of the region at the lowest possible prices;

(iii) To act as an intermediary in contracting transport,
insurance and freight for the fertilizers and/or raw materials
acquired by the member countries of the new body;

(iv) To act as a possible sales agent for the producers of the
region and in particular for the multinational enterprises which
might be set up in this area of activity, to market possible surpluses
of fertilizers internationally; and

(v) To maintain a specialized service of statistical and
commercial information on the international market for fertilizers

‘and raw materials for fertilizer -production.

/The regional



The regiondl:.marketing body would be a non-profit-making
corporation, but would be required to cover its operating costs and
would therefore charge commissions for the services rendered.

Participation in the registered stock of this body would be
open to all the countries of Latin America which might be interested,
in:proportion to their share in the regidnal consumption of fertilizers.

The participation of the interested countries could be effected
through their respective State fertilizer production and/or marketing
agencies or enterprises. However, it is considered advisable that
the body itself should be constituted as a private corporation and
should-act as such on the international markets.

(b) Regional fund for financing fertilizer purchases. The

Fund's objective would be to help to finance imports of fertilizers
by countries of the region, especially the relatively less developed
countries. V

The Fund could be set up with contributions from the countries
of the region, plus resources from international, regional or
sub-regional financial institutions and other sources.
(e) Other measures. Implementation of specific programmes to improve
the operational efficiency of some of the fertilizer plants existing
in the region. Technical assistance from UNIDO could be very useful

in this respect.

B, MEDIUM- AND LONG-TERM OBJECTIVE . AND MEASURES

1. Objective .

To make the region self-sufficient in nitrogenous and phosphatic

fertilizers within the next ten years.

2. Measures which should be agglied‘.

In order to help to achieve the above objective, it is
considered desirable to set up latin American multinational enterprises

for the production of fertilizers.

/3. Location,
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«» 3¢ Location, size and number of plants

In'principle,'subject to verification by means of feaéibility
studies for specific projects, the Mission sees the possibility of
setting up multinational plants in the following countries:

{a) ~ Nitrogenous fertilizers (ammonia-urea) ~

(i) Venezuela and/or Trinidad and Tobago, with a view to serving
basically the markets of Brazil, the Central American countries and
the Caribbean. |

(ii) Bolivia, with a view to serving basically its own market

and the markets of Argentina, Brazil, Paraguay and Uruguay.
(iii) Bcuador,with a view to serving basically the markets of
the Pacific coast.

The area of Magallanes, in Chile, is also considered a probable
location, using natural gas from Chile and Argentina.

Two or four 1,000 TPD ammonia plants could be installed -~ depending
on whether or not‘the production of Trinidad and Tobago is included in
the regional supply - complemented by urea plants whose capacity
would depend on market requirements.

(b) Phosphatic fertilizers

(i) In the first stage, one two-unit plant for phesphoric acid
(500 tons per day of P205) could be set up. Later, other plants
could be established in this country, in Brazil or in Mexico. The
phosphoric acid units could be complemented by plants for producing
final-use fertilizers (diammonium phosphate, triple superphosphate,
etc.)

(ii) It is considered desirable that, in view of fhe relatively
slight importance of the economies of scale plants suited to the size
of the markets should be set up in the production of diammonium
phosphate, triple superphosphate and compound formulas. The
intermediate products (ammonia, phosphoric acid) could be provided
by the multinational plants.

/4. Investments




L. Investments required

The investment required to set up a standard ammonia plant of
1,000 TPD capacity would be around 53.0 million dollars. If
complemented with a urea plant of 800 TPD capacity, the additiomnal
investment is estimated at 35.0 million dollars. These figures include
the cost of the land, the engineering of the project, the provision and
assembly of plant equipment, and the normal ancillary installations.

The investment needed to establish a phosphoric acid plant

producing 500 TPD of P205 is estimated at 19.2 million dollars.

5. Features of the multinational enterprises
The Latin American multinational fertilizer enterprises (EMLF)

could be constituted by two or more countries of the region through
the participation of the State agencies or enterprises concerned with
the marketing or consumption of fertilizers. There would be no
restrictions on any country of the region becoming a member of one
or more multinational enterprises.

" Although they would be made up of State bodies, the EMLF would
be of an eminently private nature and would act as such in the market,
subject to such restrictions as the associated countries might establish
when they were set up. The EMLF would apply strict criteria of
efficiency in their administrative and operational management and avoid

interference of other kinds.
C. CONSTITUTION OF A HOLDING COMPANY

Once the corresponding feasibility studies have been made, the
possibility of establishing a Latin American holding company (on a
multinational basis) should be analysed. Such a company would be in
control of the fertilizer plants and the regional marketing body,
and this would facilitate the programming, co-ordination and
supervision of the multinational development of the fertilizer

industry in Latin America.

/D. INTERREGIONAL
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D. INTERREGIONAL CO-OPERATION

The policy aimed at .regional self-sufficiency in fertilizers
should bé'complemented with action aimed at concluding economic and
technit¢al co-operation agreements in this area of activity with

developing countries from other regions.

/I. INTRODUCTION



I. INTRODUCTION

; The Consultative Meeting on the Latin American Economic Situation
anditheJNew Interﬁational_Egonomic O:der was held in Caracas, from
- 29. January-1 February 1975. jointly sponsored by the Government of
Venezuela, the Economic Commission for Latin America (ECIA) and the
United Nations Development Programme (UNDP).

At this meeting, in view of the high prices reached by fertilizers
on world markets and the simultaneous bottleneck in the international
supply of these products which was adversely affecting the economies of
the Latin American countries, the President of Venezuela suggested, as
a means of helping to solve this serious situation, that an urgent
exploratory study should be made with a viéw to analysing the
possibilities of setting up multinational production and/or marketing
enterprises for fertilizers in the region.

This initiative on the part of the Head of State of Venezuela
was received with great‘iﬁterest by Mr. Enrique Iglesias, Executive
Secretary of ECIA, and Mr..Gabriel Valdés, UNDP Regional Director for
latin America, who decided to carry out such,gnstudy.

As a result, Project RIA/75/014/01/31 on Latin American )
multinational fertilizer enterprises was formulated, and UNDP took
charge. of its implementation in association with ECIA and FAO, with

[ESR

the following objectives:

[

A. LONG-TERM OBJECTIVES : "

To allow the Latin American governments and regional and
sub-regional institutions to mobilize the necessary human and
financial resources for implementing a multinational co-operation
programme, suited to the requirements of modern and expanding
agricultural production and those of possible external markets, for
the production supply and marketing of fertilizers. The project
should also facilitate the adoption of a long-term plan of action,
including the establishment of the corresponding institutional

framework.

/B. SHORT-TERM



B. SHORT-TERM OBJECTIVES

- The ;mmediate obgectlves of the proaect are:
1. . To formulate guidelines of a general nature which can serve as
a frame of reference for a regional and/or sub-reg1ona1 strategy for
co-operation in the produdtion, supply and distribution of fertilizers,
- with an indication of the potential economic benefits to be derived
from it. .
2e To identify priority multinational projects for the production
and/or marketing of fertilizers for jhigh'the immediate implemeﬁtation
of feasibility studies could be recommended. - In particular, special
attention should be given to:

(a) A multinational company or companies whose business is to
acquire fertilize:s_and/or raw materials for the production of
fertilizers; : o

(b) A multinational enterprise or enterprises for the production
of nitrogenous fertilizers derived from natural gas, and
: (¢) If possible, similar priority projects for the production of
phosphatic fertilizers. ‘

3. To design the system of institutional arrangemenfs (legal,
financial,fegc;) needed for the implementation of the multinational
schemes feferred to.

The following persons were designated as members of the Mission
entrusted with the study: Dr. D. Mariani, UNDP consultant and Head of
the Mission; Mr. C. Salazar (UNIDO), technical co-ordinator; w
Mr. R. Petitpas (ECIA), chemical engineer with experience on fertilizers;
Mr. F.W. Hauck (FAO), agricultural economist; Mr. R.W. Steiner (FAO),
general consultant, and Messrs. R. Naranjo, A. Sisto, F. Castillo and
E. Badillo (UNDP consultants).

" In the final phase of the study, the Mission also enjoyed the
collaboi"ation of Mr. C. Matute (UNCTAD).
_ The present report was prepared on the basis of: .

(a) Data available in .studies and publlcatlons of UNIDO FAO,

IBRD, ECLA IDB OAS, TVA, secretariats of integration agencles,

governments and various institutions.

/(b) Consultations
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::kS)UConsultations with high-ievei government officials and
persons connected with the problem of fertilizers in Argentina, Bolivia,
Brazil,,Chile, Colombia, Ecuador, Mexico, Peru and Venezuela.

(c) Consultation with officials of IBRD and IDB in Washington
on the financing of fertilizer plants in Latin America.

(d) Consultations with officials of the International Fertilizer
Dévelopment Centre of the TVA in Alabama, United States of America.

It should be mentioned that during the interviews held with
high-level government officials of the above-mentioned countries,
the Mission not only endeavoured to obtain data on aspects of . ‘
consumption, present and .future production of fertilizers, stoégs
of'raw materials, forms of marketing, state of advancement of new
projects, etc., but alsof(énd in particular) endeavoured to .explore
the interest of the countries in taking part in multinational
enterprigesztp produce and/or market fertilizers.

The, following pages contain the report on the present situation
and supply and demand of prospects for fertilizers in latin America,
as vell as the Mission's recommendations on the formulation of a
regional co-operation strategy in this area of activity, which envisage
the establishment of multinational enterprises for the marketing

and/or production of fertilizers.

/II. THE COUNTRIES



II. THE COUNTRIES OF LATIN AMERICA AND NEW FORMS OF REGIONAL
~ CO-OPERATION. MULTINATIONAL ENTERPRISES.

. The serious perturbations and economic andApolitical upsets
which have taken place in the world in recent years have generated
changes of unimaéipgd impdrtance and magnitude not only in the
ééonomies'df the ad&anced mérket economy countries and the developing
countries, but also in the relations between them. These perturbations
and upseté, which are of a nature and profundity unparalleled since
the end of the Second World War, appear to have caused all the
developed and developing countries to become at least partly aware
of the high-level of interdependence existing between the members_df
the international community, but above all they have resulted in the
developing countrieé_understanding the advisability and need to ‘
undertake common action for the better defence of their interests
and aspirations and to strengthen their mutual co-operation as the
most efficacious form of activating their economies and surmounting
the problems standing in the way of development.

This awareness found its concrete:expression at the 2,204th.
plenary meeting of the United Nafions General Assembly in December 1973,
when resolution 3177 (XXVIII) on economic co-operation among developing
countries was approved, and later at the Sixth Special Session of
the General Assembly, held in 1974, when the Declaration and Programme
of Action on the Establishment of a New International Economic Order,l/
which stress the need to take measures to intensify co-operation
among developing countries were adopted. Subsequently, the General
Assembly and other bodies of the United Nations system reiterated on

various occasions the need to increase such co-operation.2/

i/ See General Assembly resolutions 3201 (S-VI) and 3202 (S-VI).

2/ See General Assembly resolutions 3241 (XXIX) and 3251 (XXIX),
and Decision 121 (XIV) of the Trade and Development Board.

/In November
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..* w - In November 1974 at the Latin American Industrialization Conference

held in Mexito City, the Latin American countries had the opportunity
to ratify their decision to intensify mutual co-operation. Part III
of the report of this meeting, entitled "Industrialization in Latin
America: Principles and Plan of Action', signed by Ministers of
Industry and delegates from the countries of the region present at
the Conference, proposes among other measures "the harmonization and
co-ordinatioh of policies and action in respect of industrial
development and.investment, and the strengthening and creation of
industrial complementation mechanisms, such as Latin American
multinational enterprises". The document also mentions the need to
strengthen the machinery for financial support, ''which should take

" into account the need to establish Latin American multinational
enterprises in the basic sectors of industry and exports'.

‘Still more recently, at the Sixteenth Session of the Economic
Commission for Latin America (Trinidad and Tobago, 6-14 May 1975),
the document known as the Chaguaramas Appraisal was adopted.
Paragraph 121.of this says: "Special importance is attached to the
setting-up of multinational Latin American enterprisés as a highly
useful means of supplementing regional co-operation machinery: by
operating within frameworks established by the governments, these
could establish regional integration on a sounder and more realistic
basis'.

It should be mentioned that the importance of joint action and
co-operation among the developing countries has been understood in
Latin America for many years already. The dates of establishment of
the Latin American Free Trade Association (IAFTA), the Central
American Common Market (CACM), the .Caribbean Free Trade Association
(CARIFTA) (now the Caribbean Community (CARICOM)) and the Andean
Group represent different stages in a process of growing co-operation
among the countries, for although their objectives do not coincide
entirely, they all tend towards increased integration in the region.
As regards the recommendation to establish multinational enterprises

as a specific form of co-operation, there were also earlier

/manifestations of



manifestations of this in the region. Thus, the Cartagena Agreement,
-gigned by the countriés of the Andean Pact, conceived the creation
of ‘multinational enterprises as one of the means of implementing the
sectoral programming of industridl development, which was an
absolutely novel instrument .in the integration processes. Deciéion L6
establighes uniform rules for multinational enterprises and for
sub-regional capital. These rules are aimed, inter alia, at making
possible the implementation of projects of benefit to the sub-region
whose cost, magnitude and technological complexity prevent their
being implemented by a single member couhtry; meking use of the
resources of the sub-region in an appropriate and efficient #ay;
strengthening the bargaining:capacity of the sub-region for the
acquisition of external technolégy; assisting access to the international
capital markets and to the international financial agencieé,'énd
strengthening-the capacity of the sub-region to compete in the markets
of third countries. o

Naturally, Decision 46 was conceived in terms of a sub-regional
integration scheme with special features, and probably many of its
nmeasures will not be suitable when its radius of application is
extended .to the whole region. However, for the countries making up
the region, this type of enterprise may not only constitute, subject
to the relevant readjustments, a way of pooling efforts to produce
and/or market goods while at the same time ensuring a fair distribution
of the benefits stemming from the economies of scale and other factors,
but may also represent a step forward towards self-determination and
the strengthening of the Latin American position in the world economy.
At all events, several Latin American countries seem to have understood
it in this way and are holding meetings with a view to setting up,

among other projects, the Multinational Caribbean Shipping Company.

‘/Thé President
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The Presidgnf of Venezuela, Mr. Carlos Andrés Pérez, doubtless
had these points in mind when he proposed to UNDP and ECIA that an
exploratory study of the situation of the fertilizer industry in
the region should be carried out with a view to setting up multinationmal
fertilizer enterprises.

The following pages_deséribe the present situation and the
prospects fbr the froduction and consumption of fertilizers, and give
some conclusions regarding the possibilities of realizing projects
for the establishment of multinational enterprises for the production
and/or marketing of fertilizers.

/I1I. CONSUMPTION



III. CONSUMPTION OF FERTILIZERS IN LATIN AMERICA:
' PRESENT SITUATION AND FUTURE PROSPECTS

l. Present consumption

The consumption of fertilizers in Latin America has increased
significantly during the last ten years. In 1964, the use of
fertilizers in the region amounted, in terms of nutrieats,3/ to
1,350,800 tons. In 1974, however, consumption was approximately
4,564,300 tons of NPK, which represents an increase of around 237 per
cent during the period 1964-1974.

Despite this big increase in the consumption of fertilizers,
Latin America continues to occupy a position very much inferior to
that of the more developed regions as far as consumption per hectare
cultivated is concerned. In 1964 the average consumption of NPK per
hectare was 10.7 kilogrammes, and in 1974 it reached a figure of
36.3 kg/ha, but this was still far below that of the United States
(91.5 kg/ha), the Federal Republic of Germany (235.0 kg/ha), Japan
(410 kg/ha), and the world average (56.7 kg/ha) for that year.

It can thus be said that the consumption of fertilizers in
Latin America continues to be very low. An additional fact which
may be mentioned is that according to FAO Latin America's share of
world consumption of NPK was scarcely 4.9 per cent in 1973-1974,
although it possesses 8.5 per cent of the arable land and land under
standipg crops at the present time (approximately 125,533,000 hectares)

and contains 6.9 per cent of the world population.

é/ In the present report, the figures for the consumption of
fertilizers are given in terms of nutrients, which express the

amounts of N, P?O5 and KZO involved. For reasons of brevity,

these are usualiy expressed simply as NPK.
/Consumption in



Consumption in tons by type of nutrient in the years in question

was as follows:

Nutrient 1964 1974
N 641 600 1 863 500
P205 L62 600 1 715 600
K0 26 600 985 400
Total NPK 1 350 800 L 564 300

It may be observed that there were some changes in the structure
of consumption by type of nutrient, tending towards a more balanced
NPK ratio. In 1964 this ratio was 1:0.72:0.38, whereas in 1974 it
. was 1:0.92:0.52,

Although the structure of consumption msainly corresponds to the
natural features of the different soils and the requirements of the
different crops, the above-mentioned trend is considered normal and
even beneficial for the avoidance of disequilibria in the process of
of restoring nutrients to the soil.

Table 1 gives figures on the consumption of the different types
of nutrients in each of the countries of Latin America in 1964-1974.
It may be observed that in the latter year Brazil was the biggest
consumer of fertilizers in the region (43.3 per cent of the total),
followed by Mexico (19.6 per cent), Cuba (6.3 per cent) and Colombia
(6.1 per cent)e In 1974 these four countries absorbed more than 75
per cent of Latin American fertilizers.

In that same year, the highest levels of nutrient consumption
per hectare were to be found in the countries of Central America
and the Caribbean. El Salvador reached a figure of 165.6 kg/ha;
Trinidad and Tobago 94.9; Jamaica 89.63 Cuba 8l.4; Nicaragua 62.4
and Costa Rica 60.7. In South America, Brazil (58.0) and Colombia
(55.2) had the highest average consumption per hectare.

Table 1
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Table 1

LATIN AMERICA: CONSUMPTION OF FERTILIZERS IN 1964 AND 1974

(Thousands of tons of nutrients)

: 1964 1974

Country : ' N POS KO Tetel  xg/ma N P9 k0 Tatel  Ke/ha
fosta Rica S 21,0 1.2 4.5 36,7 - 33.7 34,0 10.0 15.0 59,0 60,7 °
Cuba 63.6  63.6 Uu5.1 172.3 8.4 134.0 55.5 100.5 290,0 8Lk
Demintoan Republie 6,0 1.0 1.5 8.5 8.7 §1.3 15.8 2144 78.5  B0.7
£l Salvedor 29.4 . 8.1 8.3 45.8 70,3 - 68,0 31,8 8.0 107.8 165.6
Guatemala 114 5.7 2.4 19.5 13.1 32,0 13.0 b4 Lo.b  33.3
Hondures 7.0 0.4 0.2 7.6 942 . 14,0 2.0 8.0 24,0 29,2
Jamaica 703 17 57 4.7 6009 12,0 346 7.0 216  B89.0
Mexico 221.0 50,0 8.0 279,0 945 629.4 229.6 39.2 898.2 28,1
Meoaragua 97 02 0.1 10,0 1.4 35.0 12.0 7.5 545 624
Panama . 10.0 0,0 0.0 10,0 - 18.4 16.5 6.8 7.0 30.3  55.4
Trinidad and Tobago 3.0 0.4 %,5 5¢9 2.l 7.0 1.4 4.8 13.2 94,9
Subtotal for Central ‘ o
‘ Amepice and the .
. Caribbean 38%.+  142.3 783 610,0 1 022,2 381.5 222,8 1 626.5
Argentina 22,1 6.7 5.0 33.8 1.3 51.0 28,0 11.0 90,0 3.5
Bolivia 0.4 o4 0.3 1.1 0.8 4.8 2,0 1.3 8.1 5¢6
Brez1l 51.0 134.0 70.0 255.0 75 373.0 1 003.0 600,0 1976.0 58,0
Chile 34.3 55,0 12,6 101.9 22,9 593 115.5 13.9 188.7  u40.7
Colembie 36.6 58,7 U3k 138.7 27.4 153.8 67.0 58,1 278.9  55.2
Bouador 7.8 5.9 561 18.8 b9 28,7 15.0 8.7 52,4 13,7
Guyana 5.1 2.0 2.5 9.6 11,5 9.3 0.2 2.3 11,8 14,2
Peru 61.8 22,8 5.5 " 5041 314 85.0 10,5 8.5 104,0  36.2
Uruguay © 743 245 4.0 35.8 19.3 11.6 39.4 7.1 58.1 314
Venezuela 15.0 5.0 640 26,0 540 45.0 39.5 30.1 14,6 21,9
Others &/ 10.8 5.3  13.9 ' 30,0 19.6 14,0 21.6 5542
Subtotal for

South Ameriee 2522 320,3 168.3 = Z740.8 841,11 93,1 762.6 2 937.8
Totel for latin :

America 41,6 462,6 246,6 1 350.8 10,7 18633 1715.6  985.4 4 5643 363

Source: FAO and data provided by Governments.

8/ Barbados, Belize, Guadeloupe, Haiti, Martinique, St. Kitts-Nevis-Anguilla, St. Lusia, St. Vinecent,
Paraguay and Surinam,

/2.
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2. Future demand for fertlllzers

The M1531on made estlmates of the demand for the different types
of nutrients in the countrles ‘of the reglon for the years 1980 and
© 1985. These estlmates,’ln accordance with the nature and scope of the
_ study, were bdsed on the con51deratlon of data and other elements
'Alargely”collected during interviews with government offiecials and -
officials from private agencies connected with the use and productlon
of fertilizers in the countries visited. In the case of countries not
included in the round of visits, data published by FAO were used.
Among the background elements considered, mention may be made:
of the development of fertilizer consumption in each of the countries
of the region during the period 1964-1974, present government
policies for agricultural development and in particular the expansion
of the use of fertilizers, probable price levels in the next few years;
not only of fertilizers but also of agricultural products, exlstlng and
foreseeable conditions for the marketing and distribution of
fertilizers (storage, transport), and possibilities for the production
and importation of fertilizers in the different countries.

(a) Projection of demand for .1980

The results of the projection of the demand for fertilizers
for 1980 in each of the countrles are given in Table 2. For Latin
America they show an increase in terms of NPK from 456 million to
770 million tons, i.e., a foreseeable growth of 70.6 per cent in
the period 1975-1980. ‘ '

“According to these ‘estimates the consumption of e;eh type of

nutrient, in millions of tons, appears to be as follows:

N o 3.45  Ratio NPK = 1:0.79:0.46
P05 o L., 2.75 .
KZO 1.59

Total NPK 779

/Table 2
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Table 2

LATIN AMERTCA: PROJECTIONS OF THE DEMAND FOR FERTILIZERS

(;I'housands of tons- of n\'xtrlents}

1980 o ' - 1585

Country S Total ' ' Total

| N. 9205 xzo R Mu ‘ N P205 xzo NFK Ke/ha
Cos%a Risa .- 54 16 24 9l 96 <75 20 30 125 129
Cuba. 201 83 150 43y 122 282 17 211 610 171
Dominican Republie = 62 24 32 118 121 87 - 33 46 166 170
El Salvador 88 U3 n - 2 217 90 50 25 - 165 253
Guatemala 56 23 8 87 58 79 Ly 25 148 99
Honduras 25 6 b1 U5 51 39 12 23 74 89
Jamaioa 16 5 10 31 134 21 7 13 11 171
Mexico 686 309 Ly 1244 42 1 200 L7 97 1 794 €0
Micaregua 62 21 U 97 w79 34 22 135 155
Panema 22 10 10 42 78 31 b1} 15 €0 110
Trinidad and Tobage 10 2 7 19 142 15 b 10 29 206
Subtotal for Centrel

hAmerica and the ’

Sardbbean 1482 g4z 39 233 1998 832 517 1342
Argentina 125 118 30 273 10 188 236 48 472 18
Bolivia 15 5 3 23 16 22 9 3 37 25
Brezil 1000 1500 900 3 Loo 117 1 350 2 430 1 620 5 400 158
Chile 89 173 21 283 61 124 231 4o 397 85
Colombia 272 106 93 171 93 . 348 . 149 129 626 123
Eouador 66 35 20 121 31 107 56 32 195 51
Guyane 17 3 Yy 24 28 22 6 6 34 4o
Foru 149 29 24 202 70 193 52 48 293 102
Uruguey- - - 25 59 Ut 98 52 4o s - 27 151 81
Venezuela 173 152 116 U 84 307 269 205 781 iy
Others: 2/ 35 25 39. - 99 : 56 4o 63 159
Subtotal for ) . . .

South America 1966 ‘2205 1264 5 435 _ 2.757 3562 2 226 8 545
Totel for Latin ‘ ' :

Amerioe 348 2747 1593 7.788 62 L4 755 b 394 - 2743 11 892 95

8/ Barbados, Belize, Guadeloupe, Haiti, Martinique, St. Kitts-Nevis-Anguille, St. lueia, St. Vincent,
Paragusy and Surinam, ’ '

/0n the
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. On. the basis of these <data, in 1980 Brazil’will consume 45 per
cent of the fertilizers used in Latin Ameried, México 16 per cent;'and
the main consumers together (Braz1l, Colombia, Cuba, Mexi'éo ‘and ‘
Venezuela) 77 per cent of the total. oo :

According to estimates by the TVK, world consumption of NPK in
1980 is likely to be 117.06 million tons; the region's' share would
thus account for 6.6 per cent of the totals C ' :

Some. comments are called for on the vonsumption projections
for some countries: ' ‘ ‘

~ In Argentina to date, with very few exceptlons, only lntenslve
crop farming outside the wet pampa reglon uses fertlllzers. Recently,
the National Institute for Agrlcultural Technology (INTA) studled the
needs and p0681b111t1es for the use of fertilizers in this area,
estlmatlng them at 320,000 tons of N and 1 076 000 tons of P2 5
(including 730 OOO tons for pastures). However, it is considered that
consumptlon in 1980 is hardly likely to reach figures of the order

’

1ndlcated, among other reasons ‘because of the relatlonshlp between

the cost of fertlllzers and the price of the agrlcultural products from
the wet pampa region. Rather prudent criteria have, therefore been
applied, but even so these have g1ven consumptlon estimates which are
high in relatlve terms. '

- In the case of Brazil, the ambltlous targets of the National
Fertilizer Plan for 1980 have been sllghtly readausted in the light
of the discussions held 1n that country w1th government offlcxals and
experts on the subaect, o ‘

'~ In Venezuela, the extraordinary &evelopﬁent.of'fertilizer
consumption in recent years (increases of 30 per cent in 1973-197% and
60 per cent in 1974-1975) is the result of a dynamic policy for the
promotion of the use of fertilizers which gives grounds for making
projections of an annual growth‘offés per cent up to 1980.

-~ In Colombia, the estlmated consumptlon for 1980, whlch shows
discrepancies with other recent pro;ectlons, was based on a study
prepared by the Mlnlstry of’ Agrlculture of Colombla (Elementos para un

- . i

/diagndstico de
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diagnbstico de los fertilizantes quimicos en Colombia), adjusted in
.the light of the comversations held with officials fo this Ministry
and other .offices. : , ;

According to the estimates of table 2, in 1980 Latin America
will achieve an average consumption of nutrients of around 62 kilos
per hectaye cultivated. It may be mentioned in this connexion that
some countries (Brazil, Cuba, El Salvador, Jamaica and Trinidad and
Tobago) will be .close to NPK figures per hectare similar to those of

the countries with the highest average consumption of fertilizers.

~

g

Lr ]
)

cjection of demand for 1985

The figures for fertilizer demand in 1985 were estimated in the
light of the assumption that in some countries, apart from what was
stated above, the high average consumption of NPK per hectare could
mean a slowing down in the rate of growth and in some cases the
increase in the demand for P and K could be greater than for N owing
to the fact that, generally speaking, the increase in the consumption
of fertilizers is accompanied by a change in the NPK ratio, which tends
to approach 1:1:l.

" Table 2 gives the flgures for the estimated demand for nutrients
in 1985 in the countries of the region. According to these figures,
Latin America's consumption of fertilizers, in terms of NPK, will be
around 11.89 million tons, which would mean an increase of 52.7 per
cent over the figures for 1980. Compared with 1974, the increase would
be 1604 per cent. - The projected demands for fertilizers by type of
nutrient in 1980 and 1985, in millions of tons, are given below:

1980 : 1985

N - 3.45 T k76
P05 - R 2.75 k.39
K0 1,59 | 2.7
Total NPK 779 11.89

The largest 1ndxv1dual consumer will contlnue to be Bra211, w1th
45 per cent of Latin Amgrican consumption, followed by Mexico with
15 per cent. The group of major consumera would consist of Brazil,

N

/Colombia, Cuba
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Colombia, .Cuba, Mexico 'and Venezuela, with 4 joint consumption of
around: 77 per cent-of the total. 'There would- also be-séven countrles
with an NPK consumption :0f between 150,000 ‘and ‘300,000 tons. -

.The . average consumptlonroffNPK pér hectare’ cultivated in-the °
region would reach:-a figure. of»around 95. kllogrammes.' The-NPK ratio”
for 1985 would be 1:0¢92:0.58. " C o

Latin America's share in world consumpfion of NPK (145.10 million
tons ‘according to-the TVA) would be 8:2 per cent in 1985.

(e)’ Pro;eotlon of demand beyond 1985

The development of ‘the use of fertilizers in Latin America beyond
1985 w111 very probably be influenced to a large extent .by.the world's
need to produce larger quantities of foodstuffs. (It may thus be
assumed that the rates of growth of fertilizer consumption will not

be less than between the years 1974 and 1985.

34. Some considerations on types of fertilizers,’
prices and domestic marketing .systems

(a) Types of fertilizers ‘ . 21

The figures for consumptlon of the various types of fertlllzers in
the last few years in all oountrles of the reglon show a strong trend
towards the use of fertlllzers with a greater nutr1ent content.

As regards nltrogenous fertlllzers, urea (46 per cent N) is
inorea51ngly replac1ng ammonium sulphate (20 per cent N) and the
low-concentration nitrates. o a

This process is expected to contlnue, 81nce synthetlc ammonla is
now the main source of con51derably more than 95 per cent of fert111zer
nltrogen.

As regards phosphates, it 18 worth notlng that trlple '
superphosphate (TSP, 46 pef cent’ P, O ) "has come to be the fertlllzer
which prov1des most of the phosphorus, having gradually replaced slngle
superphosphate (18-20 per’ cent B. 0 yo .

Although high-analyaxs fertillzers offer conslderable advantages

Cohe

in terms of transport, ‘storage, handllng and use, their lack of sulphur

/is a
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is a.reasen why. in many' cas¢s ammonium sulphate {23 per cent S) and
single superphosphate (12.4 per cent S) continue to be used. In areas
where the soil is deficient.inm sulphur, as occurs in various parts of
Latin Americay. the continued wse of ammonium sulphate and single
superphospha;e-is-therefore quite justified, but the combination of
high-analysis fertilizers and an additional supply of sulphur would
nevertheless be much more desirable..

There is also a strong trend towards the employment‘of NP or NPK
fertilizers which are ready for use by the farmer. Diammgnium phosphate

(18 per cent N, 46 per cent P.O )'hdé"already won an impoftant place in

the market. Other NP and NPKZfzrtlllzers show an 1ncrease in their
nutrient content (for example: 10-30-10; 10-20-20). The combined use
of diammonium phosphate or NPK fertilizers with low nitrogen
concentration and additional;doses of nitrogen by means of urea is
becoming common practice in areas of more intensivé agriculture.

The average total content of nutrients for all simple, mixed
and complex fertilizers 1ncreased by approxlmately 6 per cent between
1965 and 1974, reaching, for example, 36.8 per cent in Colombia and
37 9 per cent in Venezuela.

As regards the future structure of fertilizer consumption in
Latin America, it should be noted that, dependlng on the requirements
qf'the soil, plants and type of crop, in areas where fg;filizers are
used intensively there is likely to be a gradual movement towards a
more balanced NPK ratio than the present one, which in extreme cases
is 18:6:1. R | |

Anhydrous ammonia (82~per,ceht N) is used directly at present
only in Mexico (200,000 tons'annualiy) and Brazil. It is the‘cheAPest
sQurce‘of nitrogen, but special equipﬁent is‘requiredvfor its traﬁeport,
storage and use. It can be economiéal if used on a large scale.

Bulk handling, as close to ﬁhe consumer &8s possible, not only has
econonic advantagés but also offers the possibiiity of preparing
physical mixtures‘according to the farmers' specific needs. Brazil has
at present 80 to 90 mlxlng plants, but there is still room for progress
in this field in most countries.

/The direct
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The direct use of: ground phosphorites is very limited in Latin
America,.with a total of 43,000 .tons of PEOS in 1974 distributed among
Chile, Colombia, Guyana and Uruguay. Their use could be increased in
the future for permanent crops and pastures.

Slow-dissolving nitrogenous fertilizers, though still in the
experimental stage, may be expected to enter the market in future

years, especially for use in irrigated areas.

(b)  Fertilizer prices

The price of fertilizers and its relation to that of agricultural
products is one of the factors that most influences farmers' decisions
as to whether to initiate or intensify their use. From 1972 to the
end of 1974, fertilizer prices rose by proportions ranging from 114 to

390 per cent.
The following examples of changes in retail prices in several
Latin American countries over the past two years give an indication of

the sharp increases which have taken place:

Brazil : Average for all fertilizers
January 1973 334 dollars
March 1975 1,068 dollars
Incregsé | 240 per cent
Colombia . ‘ : Urea (imported)
January 1973 78 dollars
June 1974 ‘ ‘ 385 dollars
’ Increase . 390 per cent
- 10-30-10 (domestic)
January 1973 | 92 dollars
June 1974 " " 263 dollars
‘Increasev ’ 280 per cent
Ecuador Urea | _
" May 1973 - '..\135 dollars
January 1975 381 dollars
Increase -:.'”V 182 per genf

../Iriple superphosphate
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Triple superphosphate

May 1973 142 dollars

January 1975 304 dollars

Increase 114 per cent
Guatemala - ©) 20=20-0

1973 120 dolars

1975 299 dolars .

Increase 149 per cent

Average for all fertilizers

Honduras 15-15-15
1972 160 dollars
1975 470 dollars
Increase 194 per cent
El Salvador 16-20-0
1973 115 dollars
1975 260 dollars
Increase 116 per cent

A similar situation has arisen in all countries which depend
mainly of entirely on imports. Exceptions to the general rule are
Mexicé and Venezuela. In Mexico, which has attained a high degree of
self-sufficiency in the supply of fertilizers, one ton of urea ié
currently sold to the farmer at 1,510 pesos (120.80 dollgrs), an
appreciably lower price than that paid by farmers in other countries.
In Venezuela, the Venezuelan Petrochemical Corporation (IVP) is selling
farmers urea at 438 bolivares (101 dollars) per ton, triple |
superphosphate at 359 bolivares (83 dollars) per ton, and 6-12-18 at
117 dollars per ton. These prices, which are much lower‘than consumer
prices in other countries of the region, indicate the existance of a
suBstantial subsidy. | _

While it must be recognized that in the last three‘years the
prices of agricultural products have also followed a rising trend, the
inereasez have been smaller than in thé case of fertilizers. In Peru,
for example, the price paid to the farmer for one kilogramme of rice in
the years 1970-1974% was 4.70 soles; in .August 1974 it was 6 soles, and
in 1975 it was 8.50 soles. 1In Brazil the index of the average 'prices

/paid to
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paid ‘to. farmers for all agricultural products was 108 in January 1973
and 183 in February 1975. Prices of fertilizers, however, increased
.much more, as will be seen from the following: table which indicates the
units of agricultural products necessary to purchase ‘one ton of
fertilizer in S&@o Paulo in the period 1972-1974.

Year Unmilled rice Maize  ‘Soya . Cotton seed ' Coffee

60 kg sack 60 kg sack 60 kg sack 15 kg sack 60 kg "bag
1972 S . 26 12 ' 26 2
1973 1o 20. : 9 23 2.
1974 16 36 20 31 1

Source: Institute of Agricultural Economics, Sdo Paulo, October 1974,

In most of the Latin American -countries: the' ratio .between the -

. value of the increase. in agricultural production through the use of
fertilizers and the cost of the fertilizers themselves (value/cost ratio)
has become very unfavourable for the various crops. For example, today
in Ecuador it does not pay to use fertilizers in the case of maize,

wheat or barley, and in Peru the same situation arises in the
cultivation of maize.

As a result, many farmers cultivating these crops, and particularly
the small and economically weak farmers; have reduced or abandoned the
use of fertilizers, especially since the second half of 1974.. 1In
Ecuador there has been a- 40 per cent:drop in sales of fertilizers in.
areas of small farms. _In. Brazil, too, maize growers have either
reduced the consumption of fertilizers in some areas; or have ceased
to use them altogether. Taking intg account, however, the fact that
the small farmer accounts for only a limited share of consumption, the
decrease in consumption for the reasons indicated above, is having
only a relatively modest effect-on this country. ' Exceptions to this
situation, as indicated:above, are Mexico:and Venezuela where, thanks
to the domestic price policy adopted for fertilizers, their use has not
dimished but has even increased, especially 'in Venezuela. .As a résult
of the fall in consumption due to high prices in several countries of

the region, sizeble stocks of fertilizers have accumulated.

/Moreover, the
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. Moreover, the high prices of fertilizers have led to an additional
problen, -i.e., the availability of credit to enable the farmers to
purchase them. It 1s a wellwknown fact that the credit available in
Brazil, Colombia and Ecuador does not cover the same quantities of
fertilizers as in previous years. In Colombia, where 50 to 70 per cent
of all fertilizers were usually sold on credit, the proportion has
dropped to between 30 and 40O per cent.

In view of this situation, several Latin American countries are
also seriously considering the introduction of subsidies in the domestic
marketing of fertilizers. Brazil has already done so, acbording

subsidies of approximately 40 per cent in January 1975.

(¢) “The domestic marketing of fertilisers

The systems for marketing fertilizers in Latin America differ from
country to country. In some countries, domestic marketing, as well as
import and export activities, are a State monopoly. 1In others,
marketing is in the hands of private enterprise. There are also
countries where private enterprise and State agencies or enterprises
operate on a parallel or complementary basis in the marketing of
fertilizers. _ _

It is worth noting, however, that in countries where there is no
State monopoly, the trend is towards greater participation by the
State in all activities connected with fertilizerse. _

-In several countries of the region, farmers' co-operatives or
associations:play an important role in the domestic marketing of
fertilizers. In 1972, there were about 13,000 co-operatives in Latin
America, which distributed.the following percentages of fertilizers:
Argentina, 10 to 12 per cent; Bolivia, 9 to 10 per centj Brazil, 10 to -
12 per:cent; Ecuador, 12 to 15 per cent; and Peru, 34 to 40 per cent.

-The lack of roads apd,inadequate transport and storage facilities
are factors which seriously hamper the efficient distribution of
fertilizers in" many couﬁtries‘éf‘tﬁb'région.:

- /To attain
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To attain the leveis'of fertilizer consumption estimated for
the next decade, the countries will have'to make‘considerable efforts
to extend and rationalize thelr marketlng structures. These efforts
should be aimed at’ 1mprov1ng the dlstrlbutlon systems, co-ordinating
the role of “the Government and the prlvate sector in this field,
increasing ‘the storage and transport capaclty for fertlllzers, rev1szng
credit policy, controlling distribution costs whlch 1n some ‘countries
seem excessively hlgh, and g1v1ng support to the co-0perat1ves.

This action to improve the distribution of fertlllzers could also
“include standardlzlng fertilizer: types and formulas where thls is
1technlcally Justlflable, 80 as to take fuller advantage of economles
of scalee S O A

/IV. SUPPLY
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. IV, SUPPLY OF FERTILIZERS IN LATIN AMERICA: PRESENT
ST SI”UATION AND PUTU?L PROSPECTS

) L

1. | Productlon of Lertlllzers 1n 1974

iﬁ Spitelo* uhe 1ncreased nroductlon of fertilizers in. the

régldn 1n recent years, ine bull of the fertilizers -consumed
’ contlnue to be of imported origin.
| Tgb;e 3 §hows taat in 1974 the. region’s:-total production of
fertiiizers was equal to 46.9 per cent of consumption. .

.The proportion varies according to- the nutrient. .-In the case
_of nitrogen, the region’s production-accounted for 61.3 per: cent of
consuﬁption, and in that of phosphorus, for 61.8 per cent. As
regardé pot%ssium, however, it was almost completely dependent upon
imports, since the share of regional production was barely 0.2 per
cent of the total consumed.

This external dependence in the supply of fertilizers means a
fairly significant expenditure of foreign exchange. According to
OAS estimates,4/ the region’s imports of fertilizers in 1974 amounted
to around 721 million dollars, aad its exports to around 84.6 million
dollars, leaving a negative balance of 636.4 million dollars.
(a) Nitrogen

The primary production capacity for nitrogenous fertilizers is
currently about 2.33 million tons of nitrogen. his includes the
production capacity of Chilean saltpetre (natural nitrate). Argentina,
Brazil, Colombia, Cuba, Mexico, Peru, Trinidad and Tobago, and
Venezuela possess nitrogenous fertilizer primary manufacturing plants.
Table 4 shows the produciion capacities existing in these countries,

togeﬁhér with the 1974 production and an estimate of output in 1975.

= c—

E/ oltua01on v perspectivas en materias de allmentos en la
’ Aerlca Latina, referred to in the IDB report on fertilizers;
the - firures do not include Cuba.

/Table 3
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o melels L]

LATIN AMERICA: PRODUCTION AND -CONSUMPTION.OF FERTILIZERS, 1974

[N

< -+ - (Thousandd of t6ns “d;'ﬁufné‘xfts’)“” .

. . e te e e
Coeet ee emies cere s mls

Nutrient Qqnéwnpﬁqn Poroentage ' Produotion -Percentage - Difference Poroentage

N 1 863 '100,0 '_1 153 g 61.3 <710 38:7'
7,0 . 176 Ioo.0 . 1052 . 618 ~6614 38.2

K0 : 985 1000 25 0.2 -960 ; 99.8_“':.

NFK 4 564 100,0 2 230 16,9 -2 334 53.1. .

Sourge: Dats supplied by FAD and productlon estimates prep'&r'ed by ﬂwMé;ion-

Tt

/Table &
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Table Y4

LATIN AMERICA: PRODUCTION AND CONSUMPTION OF NITROGENOUS
FERTILIZERS, 1974-1975

{Thougands of tons_of nitrogen) -

-

PG 19714 1975
Produsw - - “Censump=- ' - Primary  Expeotoed Probable
-, tlon % - itiomn Ba]tanoe oapasify produstion dsmand Balaneg
South AmeFies - o )

Argentina 27 51 -2l 54 38 59 -21
Brazil 107 373 -266 196 156 L0 284
Colombia 102 8/ 153.8 =51.8 123 100 170 70
Chile b/ 110 _ 59.8 50,2 150 120 &4 56
Peru 23 - 85 " =62 ‘112 64 93 ~29
Venezuela 203 af y5 158 6l9 115 56 59
Other countries - 54,4 Sl k4 - - 63 -63

Subtotal 572 822.0 ~250 1 284 593 95 -352

Contral Ameriea and .

the Caribbean
Guba ... 20 - 134 - RS 1 O ‘30 - 27 3 «116
Mexico . 470/ 629.4 . =182.4 750 - - é70 666 oY
Trinidad and Tobago 14 4/ 7.0 107 270 200 8 192
Central American countries - 199.5 «199.5 - - 214 -214%
Other Caribbean countries - 71.9 7149 - - 77 ~77

Subtotal 581 10418  -460.8 105 87 1108 ~211

fotal latin Amerien 1153 1 863.8 ~710.8 2 334 1 490 2 053 563

Source: FAO and figures for installed capacity and produotion estimated by the Mission.

gj Includes only what is produced in the form of ammonia.

b/ The figures relste to saltpetre (naturel nitrates).

¢/ If imports of emmonia were inoluded, the figure would be 564 000 tons of nitrogens

4/ Figure for 1973 (TVa),

/It will
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It will be noted that in 197k Mexico and Venezuela,were the main
producers (b47 000 and 203 OOO tons, respectlvely). In some countries,
notwithstanding the unsatlsfled demand ‘Tor fertilizers, the installed
. capacity is Very much under-utilized.  This is generally due to a’'~
combination of factorsy, including the existence of technical problems
cin the produclﬁ plantsy. the openatlona;,énd adﬁinisﬁrative shortcomings
they usually display, and problems defiﬁing.frqﬁ the .irrezular supply
of electric power, water, transport, etc.

It should be noted, moreover, that there are marked dlffereaces
in the production costs of the varlous plants in the region, owing
- basically to the different raw -materials used (ﬂauural gas, refinery
gas, naphtha, fuel 011) and their size.
(b)  Phosphorus

As regards phosnhatlc fertilizers, the present production.
capacity is est 1maued at about 1 62 mllllon tons o; P205 Production
in 1974 amounted to 61.8 per cent of total consumption. '

The major producing countries in 1974 were Brazil (568;660 tons)
~and liexico (320,000 tons), which together produced nearly G5 per cent
" of the total output of ILatin America. e

The figures in table 5 show the 51tuatlon in 1974 and 19?5 w1th
respect to production and consumntlon'ox phosnhatlc fertilizers in the
- various-countries of the remlon. A1l the coun»rles Jrodu01ng phosphatlc
‘Tertilizers inmport raw ma»erlals on a greater or 1esser scale '
{ohospate rocl from Florida or ‘Morocto), and i some cases (Colombia, °
Brazil) phosphoric acid for the production of finished fertilizers.
Several countries of the region (Mexico, Colombia, Peru and Brazil)
are planning to supply all their own raw material requirements. Peru,
which possesses abundant deposits of phosphate rock, has a project
tnder way for extracting 800,000 tons of rocl: as a first stage in
1976.

Brazil and llexico have located fairly substantial reserves of
phosphate rock and propose to exploit it. Mexico, moreover, has
sroduction surnluses of phosvhoric acid and is the only exporter of

this product in the region.
/Table 5
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‘Table §

LATIN AMERICA: PRODUCTION AND CONSUMPTION OF PHOSPHATIC PERPILIZERS, 1974-1975

(Thousands of tons of P205)

1974 1975
Consumption ' """ Demand . Expeoted
. estimated Est:m::: . Balanoe (inter- . Capaoity produc-  Belance
by pa0  Procueron polated) t1on
South America .

Argentina : 28 . w2l 300 - 35 15 ~15
Brazil 1 003 568 i35 900 747 570 -330
Colombia S 7 56 -11 100 86 - 80 ~20
Chile : . 115.5 - 18 . =97.5 . 120 © 56 21 99
Eouador 15 7 -8 16 36 10 -6
Peru 10.5 5 ~5¢5 12 10 8 -l
Uruguay 39.4 25 <144 43 36 .30 © . »13
Venezuela 39.5 1t.4 -28.1 43 wo .20 =23
Other countries = 3 e -3 R T - - ")

Subtotal 1 320.9 6o4.4° 6265 ° 128 11 T 514

Central America and the

Capribbean .
Cuba T ss5 - 10 A5 58 210 48
Maxioo 229.6 320 0L o als 393 - 340 135
Central American countries 75.6 25 "-f ~586 82 68 41 i3]
Other countries of the ' ) ) R ;@i P - : T I

Caribbean 3k F 9™ a3l L - .-38

Subtotal 3947 | 368 26,7 k23 . W3 2. -2

Total latin Amerios 17156 1 052.4 -663.2 . 1691 1619 1145 ~546

/(c) Potassium
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(¢) Potassium
The position w1th regarﬂ to gota551um is truly dlscouraglng.
The region is almOSt comaletely lachlng in this nroduc and there ére
no grounds Ior expecting the situation to changelzn the medium'term.
Consumpiion in 197L4 totalled some’ 986,000 fons; Brazil being
the main consumer (600;000 tohs)" Production amounted to 25,000 tons
and the only producer ia the reglon is Chile. '

2o hstlmated future oroductlon of fertlllzers 1n
Latln Amerlca

(a) TFactors con51dered

The estimates of fertlllzer productloa in tne region in 1980
and 1935 were prepared in the llgnt of the present installed capaclty
and that aerlv1ap from the operation of new plants 1ncluded in ‘
national fertilizer production plans, whose characterlstlcs, progress
and expected dapes of entry into operation were especially analysed.

The projects for new plants were classified in {our categories:

Tirst category: projects in the process of physical executionj

Second category: projects already approved for whiéh there are

sisned commitnents and/or financing arranged;

Third caﬁegory: publicly-announced definite projects;

Fourth category: projecﬁs not yet well defineq or projects under

_ study. .

In hlS way, it was posélble to estlmate on a fairly sound ba51s
the procduction 1ncreases likely to result from the entry into operation
of the new hlants° ' .&' ' - ,

In calculating the exéécfed production, a.margin was left between
theoretical canac;ty and probable 9roducc1on to allow for the normal
shortfalls in proauctlon due to varlous faCuors alreauy rexerred to,
ana also for the small proquctlon volum s nqt_desblaed for fertilizers
but for other 1ndustr1al uses. , ) |

In the case of. Mexlco, there was suxflcleqt 1aformatlon to
estlmate the volumes qes»lhed for other uses. In other cases (Brazil),
small caguwve ammonia plaants feeding other llaes of chemical production

were excluded.
| (b) Projected
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(b)  Projected production in 1980

Two thotheses were considered in estimating the orobable
produculon of the various types of fertilizers in 1980:

Hypothe31° A (mlnlmun)

”hls hyvothe51s assumes that in 1980 there will be in operation,
1n addltlon to the vlants eXlStlng at present, only those new plants
for which at the time of preparing this study there are projects in
process of physical execution in the strlctest gsense of the term
(first category). In addition, the plants which are expected to be
in operation that year included as special cases the projects in the
second category aimed at expanding the ammonia production capacity
already existing in Cuba and Mexico, whose completion by 1980,
according to the information available; would seem to be aséumed. Tor
the same reasons, new and expanded pléhts for the nroduction of
nhosphatic fertilizers, the projects for which are already approved
or in course of execution in Argentina, Drazil and liexico, were also
included as being in operation in 1980.

Hypothesis B (maximum)

This hypothesis assumes that in 1980 there will be in operation,
in addition to the'fertilizefiplants existing at present, all those
plants corresponding to %he'pfojeCts included in the first and second
" categories, i.e., those in process of physical execution and those
already approved for which there are signed commitments or financing
arranged. | _

The probable Uroductioﬁ“of fertilizers in 1980 has been
calculated on the ba51s of the above assumptions, and the qetalls
are as follows~ '

(i) NitrONenous fertiliéérs, In 1980 the nroductlon of nltrogen
ia the region will be about 3,028 000 tons on the basis of
hypothesis A (minimum) or 3,406,000 tons on the basis of hypothesis B
(maximum). Demand for nitrogenous fertilizers in that year is likely
to be approximately 3,448,000 tons of nitrogeh, leaving a regional
deficit ranging from 420,000 to only 42,000 tons of nitrogen,
according to which of the two hypotheses is fulfilled.

/The situation
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Lo
ot

The 51tuatlon 01 the 1nd1v1dual countrles nresented in table 6

shows that the blrgest deficits are likely ﬁo be in Brazil, Colombia

”aAd the Central American countrles as a whole...m

It is estinma ted that by 1980, the lnstalled nitrogen production

{ capac1ty will be 4.07 or 4.61 m;lllon t678,. according to whether
hypothesis A or B is considered. Table 7 shows the expected trend
-of the installed capacity for nitrogen on the basis of the
aforementioned classification of nrogects. |
‘ (i1) PnoQEpatlc fertilizers. In 1980 the groducblon of

vhosphatic fertilizers will also gonnlnue to fall short of demand,
whichever hypothesis materializes.

In the case of hypothesis A, production would ‘amount to

2,197,000 tons of P_O. and the regzion would be dependent on imports

275
of phosphatic fertilizers equivalent to about 551,000 tons of PZO5

If the uwaxinum production hypothesis (2,304,000 tons of P205)
were fulfilled, the deficit would amount to around 364,000 tops of

[}
P205 (see table 8).

4is regards the estimated production of the individual countrles,

Brazil and Mexico are expeci{ed to continue as the main producers ..
(1,100,000 and 666,000 tons of P 05, respectively). RS

The former, however, would still have a deficit of approximately

1
t00,000 tons of P205,

Installed canacity for the production of phosphatic fertilizers

in 1960 will be somewhere between 2.5 and 2.83 million tons of PZOE
(average and maximum hypotheses, respectively). This increased
capacity will derive from the installation of new plants or

exnansions which are at present planned:

In Brazil: 535,000 tons distributed among three projects: triple

superphosphate, 170,000 tons; diammonium phosphate, 47,000 tons;
nonoammonium phosphate (247,000 tons); and single superphosphate
(72,000 tons).
In Chile: 60,000 tons of diammonium phosphate.
Ia Peru: 200,000 additional tons of triple superphosphate and
diammonium ph;sphate (first stage of the Sechura project).
/Table 6

oA

B
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Teble 6

“LATIN AMERICA: PROJECTIONS FOR NITROGENOUS FERPILIZERS IN 1980

(Thousands of tons of nitrogen)

Capaoity . Produotion

. Demand Balance
' Minimm  Maximpum Minimum  Meximum :
South Amerioca .
3

Argentina . 125 7 .73 65 65 -60 )
Brazil 1 000 439 977 360 738 . =640 -262
Colombis 272 123 123 105 105 -167 -167
Chile . . 89 160, . 160 140 . LT 51 51
Peru L ‘a2 12 . 95 .9 54 54
Venezusle ~ 173 849 649 300 300 127 127
Other oountries 123 - - . - -123 =123

Subtotel 1931 1 556 2094 1065  1l4s -866 488

Centrel Amerioa _end

the Caribbean . _
Cuba. . 201 584 584 338 338 137 137
Mexico , 886 1358 1358 1195 1195 309 309
Trinidad and Tobage 10 - 572 572 430 430 420 420
Central American countries 307 - C - - - <307 =307
Other countries of L . .

the Caribbean 113 - - ’ - - .113 B ‘113

Subtotal . 1517 251 2 514 1963 1963 - N6 46

Total Latin America 3 b8 boyo  h6oB. - 3028  3:406 420 42

/Table 7
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Table §

LATIN AMERICAs PROJECTIONS FOR PHOSH!ATIC-#ERI‘ILIZERS N 19680

(Thousands of tons of PZOS)

Capa&ity ’

Produotion
Demand Balance
Minimum Maximum Minimum Maximum
South Amerioea

Argentina 118 60 o/ 60 u8 48 ~70 =70
Brazil 1 500 1 280 1 280 1 100 1100 ~l4o0 ~400
Colombia 106 86 86 8o 8o -26 ~26
Chile 173 56 o/ 116 50 100 ~123 73
Eouador 35 36 36 30 - 30 -5 -5
Peru 29 10 &/ 280 8 o -21 +111
Urugusy 60 36 af 4o 30 35 =30 =25
Venezuela 152 140 10 110 110 442 42
Other countries 8 - - - - =) -8

Subtotal 2 181 1 704 2 038 1 h56 1643 -725 ~538

Contral Americe and

the Caribbean
Cuba 83 20 - 15 15 68 - 8
Mexico . LT 309, s 707 707 666 666 4357 +357
Central. Amerdcan mpwx;&p,ies ﬁ,“ 19 B w 60 . 60 . 53 ~59
Other oounf;;ies of 77 ik ; e 2. ‘

Subtotal Frrm o ocoam ap

Total latin Americe 2 748 2 499 2 833 . 2197 2 364 ~551 =364

g/ Mainly single phosphates: ground phosphate, simple superphosphate, guanos'a.nd dephospherization slage
Assumes a relative inorease in the direot use of ground phosphorites by 1980-1985, meinly in Argentina
and Uruguay.

/In Mexico:
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In Mexico: 314,000 tons, with new phosphoric acid, NPK and
diammonium phosphate plants.

In dfhér countries: 41;000 toans, due to expansions and the
greater use of ground'phOSphorite.A_ '

(iii) Potassic fertilizers. There are very few economically

xploitablé potaééium resources in La%in America, which accounts for
the regién’s high-Qegree of dependence on imported potassic
fertilizers. ‘

Projects for increasing the procduction of potassic fertilizers
are likely to be in operation by 1980 in Chile (anpproximately
140,000 tons of Kéo), Peru (30,000 %tons of &
and Brazil (BO0,000'tons of KZ

carnallite ancd sylvite in the State of Serpgipe).

ZO_obtained from brine)

O to be obtained from deposits of

Even with the projects indicated above, the absolute deficit
is likely to remain at about the same figure in view of the expected
increase in coasumption. Estimates of production and demand in 1980

are as follows (in thousands of tons of KZO):

. Production Demand Difference
Chile N 140.0 20.0 129.2
Peru - 30,0 | 23.8 6.2
Drazil  500.0 900.0 (400.0)
Latin America , 670.0 1 593.0 . (923.0)

(¢) Projected fertilizer nroduction in 1985

- s

Mwo hynotheses were also considered here:
Hypothesis A (minimum)

The »roduction figures were estimated .on the basis of the
additional capacity deriving from the entry into operation of the
definite projects already announced (third catepgory) which are
highly likely to be executed before 1985.

Hypothesis D (maximun)

The production figures correspond to the hypothesis i wvalues
nlus the stari-up-of planis for which the projects are currently
under study or ot completely defined (fourth category),. so that
it would be impossible to determine how far they are actually feasible.

/The probable
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.. The probable production figures for the various tynes of
fertilizers in 1905 were calculated on the basis of these assumptions.
(i) Nitrogenous fertilizers. Ia 1985 the region's output of
nitrogenous fertilizers may reach a figure somewherevbetwéen L.3% and
5.75 million tons of nitrogen, according to the extent to which the
above hypotheses are fulfilled. Since consumption is expected to
amount to 4.75 million tons of nitrogen in that year, the region will
show a deficit of 0.42 million or a surplus of 1 million tous,
according to the hypothesis used.
he share oi the various countries of the region in the production
increase estimated for 1985 is shown in table 9. The production
deficit (hyhothesis A) will be in the South American countries, since
Central America and the Caribbean will have a surplus of at least
0.43 million tons of nitrogen. In real terms, the probable deficit
according to hypothesis A may be twice as much if Trinidad and Tobago's
output contiaunes to be sent to countries outside the region.
(ii) Phosphatic fertilizers. 1In 1985 it is estimated that the
Latin American countries will »roduce between 2.71 and 3.61 million
tons of P205. These figures are very far from covering the deman@s
for phosphatic fertilizers, estimated for that year at 4.39 million
tons of P205 (see table 10).
Installed production capocity is likely to be between 3 and
L.2 million touns. of P205° The maximun estimate is based oa the
installation of the following additional plants:
Argentina: 144,000 tons, a project linked to the installation
of a fertiliger complex;
Brazil: 400,000 additional tons, not defined in detail but
- considered as probable in view of the urgent need
ariging from the increase in domestic demand;
Chile: 60,000 tons, second stage of the DAP project (1980-1932);
Colombia: 132,000 tons in the form of phosphoric acid;
Peru: 420,000 additional tons, a project linked to the second
stage of Peru's phosphate develonment plans.
/Table 9
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Table 9

LATIN AMERICA3 PROJECTIONS FOR NITROGENOUS FERTILIZERS IN 1985

(Thousands of tons of nitrogen)
2 ‘

Primary capacity . Production

' Demand : Balance
© U, Mipigmum | Meximum .. Minimum Maximum
South America . T

Argentina 188 324 324 260 260 72 C 72
Braz1l _ . 1350 977 -1 300 790 1 070 =560 -280
Colombia 348 o123 - 370 .. 105 310 ~243 -38
Chile ' o124 - 160 . W30 150 " 3ko 26 216
Peru 193 .. 112 382 . 100 270 =93 77
Venezuela A 307 - 6U49 649 < k50 450 143 143
Other sountries . 191 : - . eee . - vos «191 ~191

Subtotal : 2 701 T 2345 3 455 1 850 2700 -846 -1

Central America end

the Caribbean . i o R Ce
Cube 282 584 855 L3y 645 202 363,
Msxioo 1 200 1723 1723 1 508 1 508 308 308
Trinidad and Tobago 15 572 1 o8c k90 900 475 - 88y
Central Amerisan countries . 393 - © ese - . ees ~393 =393
‘Other countriss of o o
. ’fhe Cat‘ibbean . i ,4 16’4 - . ese . - St ees . "'16"" . ‘16“ .

Subtotal 2 054 2 879 3 658 2 482 '3 053 28 . 4993

Total letin imerica 4 755 5 224 7113 4 332 5753 418 4998

/Table 10
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Table 10

LATIN AMERICA: PROJECTIONS FOR PHOSPHATIC FERFILIZERS IN 1985

(Thousands of tons of PZOQ

Capacity ~ . Production

" Demand Balance
Minimum Maxinum Minimum Maximum
South America _
Argentina . 236 60 20k - 58 ©+ 170 -181 -66
Brazil , 2430 1 4oo (1 800) 1330 -1 500 <1 100 =930
Colombia LT 100 © {215) 95 200 Sk 451
Chile 231 116 176 -+ 100 160 =131 <71
Ecuador 56 36 36 30 32 -26 24
Peru 52 . 280 - .{700) - 200 550 +148 +498
Uruguay 84 40 8o 35 70 49 -4
Venezuslae 269 140 140 120 120 ~149 -149
Cther countries 15 - - - - ~15 -15
Subtotal 4 922 2172 3 351 1 96% 2 802 -1.557 ~720
Centrel America and
the Caribbean .
Cuba, Y (20) . {100) 20 80 C .97 -37
Mexico 497 707 707 666 666 +169 +169
Central American countries 4 © 68 © 68 60 60 ¢ 114 114
Other countries of ' 5. : u ’
the Caribbean 84 - - - - w.in -84
Subtotal 822 295 85 6 06 126 &
Total Latin America . L a9y 2 967 4 226 271y ° 3608 -i 683 ~786

Note: The amounts in brackets include inoreases in capacity whioch are considersd probable even though there
are no specific projects et present,

/It will
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_ It will be noted from table 10 that Brazil will continue to
reglster a szzeable deficit (at least 900,000 tons of P 05), while
Peru, Mexico and Colombia will have surpluses.

(;11) Potassic fertilizers. Since there are very few known
economically exploitable potassium resources in Latin America, it is
deemed too risky for the time being to present production projections
for 1985° It is however, considered that the various countries
(particularly Brazil, which has a high consumption) will strive to
intensif{y their geological surveys and fecsibility studies with =
view to developing the existing devosits.. The size of the deficit
will undoubtedly exert considerable pressure to that effect.
Agcordingly,Athe‘production assumptions presented for 1980 have been
maintained,.so that the region is likely to present a deficit of

1.86 million tous of K0,

3. Iaternational marketing of fertilizers

' The marketing of férﬁilizers is often effected directly between
large producing and purchasing companies which are generally State
bodies or agricultural co~ojerativesa In other cases, it is done
through intermediaries who, undér a variety of titles (commission
agents, brokers, traders), provicde services for the purchase and
sale of fertilizers, including transport and the financing oi-
opérafibns;

" It is difficult to quanully what proportion of the international
trade in fertilizers is carried out through intermediaries and how
nuch of it is ne~001a ed directly between producers and final clieants.
In the case of Latla Anerica no information has been gathered on.the
subject, but it is supposed that the majority of fertilizer imports.
of the region are made through internationzl intgrmediaries.

This »resumption stems‘from the overall obsefvation of the

form and organlzatlon of tne maln oro@ucer~exvorners, of how'the

distribution channels overaue, and generally of how the maln

purchases of fertilizers are made. ,
/The producers
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The producers are concentrated in a few industirialized countries
.situated in Yestern Europe (Federal Republic of Germany, BDelgium,
France, the Netherlands, Italy and the United Kingdom), Eastern Europe
(Soviet Union, Poland and Romania), Asia (Japan and China) Oceania
(Australia and Hew Zealand), and North America (United States and
Canada).

Some developing countries which produce fertilizers also export
then, but only sporadically and in volumes of little consequence.
Among them, mention may be made of the Persian Gulf countries and
South Korea,; in Asia; Algeria and Morocco in Africa; aand Mexico,
Venezuela, Costa Rica and Chile in America.

The most important exportersof anitrogenous products among the
Lurovean nroducer couatries are the Federal Republic of Germany, the
lletherlands, Romania and Poland, which the bigzest exporters of
Gompound fertilizers are the Federal Republic of Germany, the
Hetherlands and Italy, since althoﬁgh the other countries mentioned
are also large »roducers, nost of their production is used to satisfy
domestic demand, and their exporis are conééquently smaller.

In Asia, the most important producer and one of the largest
suppliers in the world is Japan; the Coﬁntries of the Persian Gulf
and South Korea produce on a muéh smalier écale. |

The producers in Oceania cannot be considered exporters, since
both Australia and New Zealand consume practically all they produce,
and export sporadically'whenever they have a production surplus
because of special circumstances. _ _

There are & number of procducer countries in Africa, but there
are really ounly two which have been increasing considerably their
production and have big medium-term projects; Algeria, in nitrogenous
products, and Horocco in phosphate products.

In America the United States is the most important producer
country, but although a few years ago it was the largest exporter in
the world, today it only exports small quantities of finished products
and raw materiels such as phosphate rock and potassium. In contrast,
it has become a considerable importer of urea, ammonia and NPK.

/Chile stands

L



Chile stands out only by its importance in the production and
xport of natural nitrates: in no way can it be considered a bhasically
exporter couantry.

llexico is one of the most important producers of fertilizers
in Latin /merica, but its participation in exports is nevertheless
relatively small. It only exporis urea and phosphoric acid.

Costa Rica and E1 Salvador are producers of NPK and of ammonium
nitrate, but only for local consumption. Trinidad and Tobago exports
ammonia, chiefly to the United States. Venezuela could become an
important exporter of ammonia and urea within a short period.

In the last ten years, export comsortia and cartels have become
very important and have revolutionized the structure of worléd
fertilizer markets. | ' -

The influence and direct responsibility of some of these
cousortia with regard to the behaviour of international feftilizer
narkets and especially ﬁricesAié very gfeat. '

Burope has two entities which handle the exports of the
nrincipal producers of the continent. They are: thé European
Mitrogen Coasortium (IIITREX AG)'and Cémplex Tertilizers.

' The European Nitrogen Consortium (NITREX AG) is made up of the
nine biggest producers of niﬁrogenous fertilizers in Euroﬁe, which
sell all their surpluses solely and exclusively through it.

Complex Fertilizéré grouns toéé%her the main European »producers
ol compound fertilizers, and unlilie NITREX operates outside the
Zuropean continent through agencies in evéry country.

Chere is also an organization which is not exclusively
European, since it includes producers from other continents: the
International Superpliosphate and Compound Hanufacturers’ Association
(ISMA), which does not operate as a cartel proper, but co-ordinates
certain production and international sales policies among its members.

Japan, the biggest producer and exporter»of the Asian continent
in recent years, has formed two consortia which include all the
producérs in the country without exception. This cartel is known as

/the Japan
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the Japan Ammonium Sulphate and Urea Export Association (AMMOSUL),
and it has a subsidiary called the Japan NPX Export Association.

In the particular case of Japan it should be vointed out that,
because of the general structure of ils foreign trade, there are
countless Japanese import and export companies with branches

throughout the world, but with unified representation.

L, Iavestment in fertilizer »plants

In recent years there have been, as is well known, big rises
in the cost of industrial equipment and iﬁstallatiqnsu The fiéures
for fixed investment in fertilizer plants have therefore risen
considerably. )

Some apnroximate overall values, obtained on the.basis of recent
price quotations for the supply and installation_qf equipment and
specific ass’“' tivus as to n;aﬁu location are given below in order to
orovide an indication of current invesitment costs for plants producing
different tydes of fertilizers.

It has been estimated that fixed investment for an ammonia ‘
plant of 1,000 TPD installed next to a Caribbean or an Atlantic port
would be in the region of 53 million glollars° This figure would
include ﬁhe.cost 6f the land, projecttengineefiﬁg and thé supply and
assembly of the equinment and normal ancillary installatioas. if a
urea plant of 800 TPD were added to the ammonia plant, the additional
investment would be of the order of 35 million dollars;

The investment cost for a phosphoric Acid plaﬁt with a
production capacity of 500 TPD of P205 has been estimated-at;

19.5 million dollars, on similar bases to those indicated for the
anmonia plant. : '

The installation of a sulphuric acid nlant of 1,500 TPD
capacity would call for an 1nves»ne1x of nearly 1k million dollarso
The installation of plants to manufacture diammonium phosphate and

triple superphosphate, each w1tn a caoacxty of 1,000 TPD, would call
for investmeants of the order of 8. 9 and 6 5 mlllﬂon dollars,

respectively.
/Once again
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Once again, it should be recalied that the amounts mentioned
can only be con51cerea as a rough 1aa1catloa of the likely cost of
investment in fertilizer plants,)/ These amounts may vary appreciably
according, amongst other Lactors, to the location of the plant, the
characteristics of the progecz and the sys tem of coutractlng the

xecution of the wor“.
5. Fertilizer production costs

Amﬁbnié'méy be pfoducedg oflcoqr§p;ﬂfroﬁ various raw materialse
I Latin America éhere are plants which use naphthe, refinery zasy. .
fuel oil or natural gas.. The effect of the raw materials used oin.
the cost of the ammonia is considerable. Toble 11, vhich sets forth
the production costs of ammonia usiné'natural gasy naphtha, and ¢uel
'0il with different unit prices, ‘has been »repared in order to 1ve ’
an i@ea of, the diiferences in costs stemming f{rom the:tyne of.raw
naterial used. _ ‘

The calculations were made on the basis of plants of egual
capacity (1,000 TFD).

Three nrice variaants were considered for natural gas: 0.15,
0.40 and 0.00 dollars per-thousond cubic feet -of gas at the plant.

The price of 0.30 dollars »ner cubic foot was fixed »urely for

l

purposes of comparison, since it would be extremely high for a
Latin American plant. Similarly, three vrices were chosen for naphtha
and fuel oil, actording to the prices which 'it was estimated might
obtaln for those ourposes. , | _

By looLlng at the table it is n0551ble to appreciate the great
importance of the cost of the raw material on the cost of »roduction
and consequently the desirability of using natural gas, whose cost

is considerably lower than that of naphtia and fuel oil.

-

A e e B Bt

5/ According to other estimates, current investment costs in

- fertilizer plants could be notably hisher than those
indicated in this report, particularly those relating to
ammonia plants, which would be about 50 per ceat higher

than those given.
/Table 11
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Table 11

PRODUCTION COSTS' PER TON OF AMMONIA IN A PLANT WITH & CAPACITY OF ONE

MATERIAL USED 4ND ITS PRICE

(Dolla.rs)

THOUSAND METRIC TONS PER DAY, ACCORDING TO THE RAW

Raw material used and priee at the plant

Netural gas Naphtha ' Fuel oil V
B b 15
0.15¢ o0 0,80 60~ 8% 1000 6 ¥ 1Y
1. L. stment in millions ) .
dollars d/ 53.00" 53,00 ' 53,00 61.00 61,00 61.00 69.00 69.00 69,00
2, Cost of raw material 5.78 15,40 30.80 52,80 70,40 88.00 37.60 50.51 62.70
3. Cost of processing 8/ . 38.90 38.90 38.90 Lh,12 L4122 Wh.12  49.63  U49.63  L9.63
4, Cost of menufostuwe (243) UG48 54,30 83.70  96.92 1ill.52 132,12 87.23  99.76 112,33
5. Return on investment )
(ROI) of 10 per cent 16,00 16,00 16,00 18,56 18.56 18,56 < 20.90 20.90 20,90
6. Totel cost 60,68 70.30 85,70 115,48 133.08 150,68 108.13 120.68 133.23
g/ Por 1 000 cubic feet.
b/ Per ton.
o/ Per barrel.
1
d/ Inoludes oost of land, project engiuaering and assembly of plant and nonnal amilla.:y installations for
- a plant loceted next to a Caribbean op Atlantis port.
e/ Including direot labour, supervision, water, electricity, steam, lsboretory, maintenanoe, miscellaneous

costs, interest, insurence and depreciation.

/It may



- 43 -

It may also be seen that more investment is necessary when
the rav material is napitha or fuel 0il. In'other vords, when
natural gas is used to produdée:ammoniag not only is the cost of
the raw material lower,. but alsc that of Hrocessiags o

It may therefore be asserted that while the use of raw materials

- other than natural gas might be justified in domestic plants

producing ammonia intended for domestic consumption, for various.
reasons, in no case would it be justified for a multinational
enterprise whose production has to be exvorted at coumpetitive prices.

It was also judged useful to shovw the structure of production

-costs of other types of fertilizers. These are shown in table 12.

It should be pointed out that tables 11 and 12 only include
figures for fixed investment. Operating capital needs may vary
according to snecific factors of each project, such as the terms of
Ppurchase of rav materials and marketing of broduction; in pgeneral,
however, they are of relatively little importance, which is why they
have not been included in the approximate calculations of fertilizer”
costs which appear in tﬁose tables. ' ‘ '

e

/tahle 12
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Table 12

(Dollars per ton of product)

ESTIMATED PRODUCTION COSTS OF SQME FERTILIZERS

Diammonium

Triplesuper-
Uree_t Phosphoric aoid phosphate phosphate
Capaolty 800 t/day 500 t/day of Py0s 1 000 t/day 1 000 t/dsy
Investment in millions ' |
of dollﬂ-rs E/ 35000 19.20 6-50 i 8.”
|Ammo 100
Raw materials used and price Ammonie (100) | Phosphate rook (55) | Fhosphate rock (55) uln::;: Mi a (27)
in dollara/ton) - Sulphur
{in dollars/ton) co, Sulphurio aoid (27) | Sulphuric acid (27) Phosphordo aoid (291]
Costs .
Raw materials 60,00 148.81 130,91 159.68
Dirvect lebour and supervision 1.24 1.76 0.85
Services b/ 11,09 13.77 4,98 . 4,50
' (inoludes manpower
end services)
Interest, insurance and . : :
depreciation 15,34 16.82 2..817t - 3.80
Cost of production 87.62 30,59 13;.’45 - 167.98
iy, . "~ ;: -
10 per cent return on i 3
investment 10,60 11.65 Tol.97 2,62
Total cost 98,22 291,05 14142 170,60

8/ Includes ocost of land, engineering, supply and assembly of equipment and normal ancillary installations
for a plant situated next to a Caribbean or Atlantio port.

b/ Water, steam, oloctricity, leboratory, maintenance, inputs, direst and indirect expenditure.

/Ve AVAILABILITY
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V. AVAILABILITY IN THE REGIQN ON SUITABLE RAW MATERIALS
FOR THE MANUFACTURE OF FERTILIZERS

1., Natural gas

- Latin America has large reserves of hatiiral gds, which is the
most suitable ‘raw material for the production of ammonia (nitrogen).
Table 13 indicates proven reserves as of January 1973 and annual
production‘in‘l972. It should:be added that since that date new
deposits of nétural gas have beéﬁ discovered or deposits already
known have been quantified in various countries, with the result
that the flgures for known reserves have risen consgiderably.

The most important of the. .pewly discovered deposits seem to be
those in Colombla (La Guajira) and in Ecuador (Gulf of Guayaquil).
Deposits of gas which have not yet been quantified were also discovered
in Brazil (Noftheast coast). In Bolivia, proven reserves appear to
have increasgd. _

It may 5e seen from the table ihat,.with the exception of Brazil,
the rest of the coﬁhtriég’wﬁich.gppeqi in-the table, have gas reserves
of a considerable size. l

Since some 450 mllllon cublc metres of natursl gas per year . .
are needed to feed a typlcal ammonla plant with a capacity:of.

1,000 TPD, one or more plants could operate in. any of those countries
for a long period. In this connexion, a TVA study 6/ indicates

that Argentina, Bolivia, Chile, Colombia, Ecuador, Peru, Trinidad

and Tobago and Venezuela have sufficient reserves for supporting

a 1,000 TPD ammonia plant using 10 per cent of their gas reserves

for 15 years at least.

The country with the largest reserves of natural gas is
Venezuela, which possesses almost 50 per cent of the total for the

region.

&/ TVA, "Review and Analysis of the Fertilizer Situation in
Latin America® (June 1974).

/Table 13
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Teble 13

NATURAL GAS RESERVES AND PRODUCTION IN COUNTRIES OF LATIN AMERICA

(Thousand of millions of ocubie metres)

Country . Ralservea December 13973 Produstion 1972
Argentina’ R 280 " 8400

Bolivia o353 3.80

Brezil o 33 L.b5

Colombia < : o : 88 4,15

Chile : ' T 120 10.27

Eouador ‘ O e 0.k (0,82 /)
Mox1oo : 305 b/ ‘ 18,70/
Peru o ‘ 123 0,04 (0.64 of)
Trinidad and Tobago ’ : 176 YL2
Venezuela 1 48o (1 o84 d/) 58.90

Source: 0il and Gas Journal, Desember 1973 and information from countries.
N ) ,:

Aoaordlng to CEPE, = - T ' s -

o -

1972 datd¥erda the Ohited Néuor;% m’.‘%ﬁt;ogr Wk 1973.
Avellsbility in Talers, aooord:lng ) PETROPERU. )

!&Q'{'{

A'ocording to official figures, desoribed as oconservative.

/It should
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It should be pointed out thaf Argentina uses 75 per cent of
its gas production as domestic or industrial fuéi,‘far which purpose
large gas pipelines have been built from the gas extraction centres
to the consumption centres in the province of Buenos Aires.

2. Phosphates

The most-.important deposits-of phosphate rock known in the
region are shown in table 14.

. It may be seen that the largest reserves are in Peru (Sechura).
The table does not include the deposits discovered in Mexico (Baja
_California), which have not yet been quantified, or the most recent
discoveries in Brazil.

It is bply in Brazil that mines of any size are worked on a
< regular basis. In Mexico, Venezuela and Colombia smaller amounts are
:'extracted for the production of fertilizers. Production in Curagao
Iis not intended for the manufacture of fertilizers, but for other
uses (feed concentrate and the food industry), because of its low
fluorine content. B ‘

If the current prices of phosphate rock on the international
market continue (60 dollars per metric ton FOB), the exploitation
of a number of deposits which are not currently in production would
become economical. In almost all the deposits of the region it would
be necessary to install processing plants to raise the concentration
from the 8 to 24 per cent of PZQS of the natural product to a minimum
of 30 to 32 per cent. ’ . '

The probable production capacity of Brazil in 1976/1977 should
reach 1,030,000 tons of P205 (Jacupiranga, Serrote and Araxi); the
other resources under study, particularly those of Tapiri, would add
large amounts, currently estimated at an extra 1 million tons of
P205, so that Brazil could reach a production of 2 million tons by
1985, in comparison with a demand for 2,430,000 tons.

In Peru it is expected, as a result of the Sechura Project,
that some 800,000 tons of concentrates (250,000 to 260,000 tons of
P205) will be available each year by 1976/1977, while in a second stage
the amount could rise to 2 million tons of concentrates per year

(640,000 tons of ons)'
/Table 14
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Table 14
 PHOSPHATE 'R;OCK RESERVES IN COUNTRIES OF LATIN. AMERICA

(Millions of tons )(

Estimated “Proven ‘Conoentrate Operations

: duo t4.

Deposits resorves . resorves (% pzos) (exploztation) @roluetien
Curagao - 1 %o 20 - 33 : Yes
Peru

Sechura. - - 600-10 GO0 - - - 32 {by flotation) Being developed 800
Brazil R ' '

Jaoupiranga 150 (645%) L - - 35 (by flotation) - Yes " 340

Araxd 91 - 20-35 (by flotation) 1976 project 1 800

Travird 50 - 20 , Under study

Olinda 300 (16%) 28-30 (by flotation} -~  Under study

Ipanemsa, - ' . 35 ) ) Project 700

Tapird -’ I - Under study 2 500

Serrota - 4 {1376} 700
Colombia

Sardinata - : 9 - 28 " Under study -

ConeJera 4o 12 20 Under.study -

Yaguard 30 - 24 Under study -
Venszuela ’ ' ) o

Riecito S 20 32 . Yes 10

Lemdina: | 1 0.3 29 S ' -
Nioaragua . . = : - 27 ' . o ' -

Chile - - Oeb=1 - . . 26 " {olosed) -

Sources: TVA; ANDA - AssoolagBo Nacional pera difusao de adubos (Brezil).

' /Taking into
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- ... . Taking into account existing projects under way and under study

in Brazil and the Sechura Project in Peru, the probable availability
of-raw materials for phosphate fertilizers by 1985 should reach an
approximate figure of 2,650,000 tons of'Paos. With the inclusion of

the expectations of Mexico (600,000 tons of PZOB) and Colombia

(160,000), the raw materials available would be the ‘equivalent of
3,400,000 tons of«P2.5. In any event, however, the phosphate rock
available will be less than the estimated demand for-1985, which is
approximately 4,400,000 tons of»Paos. In 1980 production should reach
1,400,000tonscd‘P205<and demand should be of the order of 2,750,000 tons.

It is clear that development plans for phosphate rock deposits
are insufficient to meet the growing demand for phosphate fertilizers.

It is therefore urgent to develop the exploitation projects for
the new deposits in Mexico, Colombia and Brazil, while expanding the
Peruvian projects to 3 million tons (930,000 tons of P205) by 1985.

The fact that the manufacture of phosphate fertilizers requires
large amounts of sulphuric acid, in addition to phosphate rock, means
that the availability of sulphur in the region must also be studied.

In this connexion, it should be pointed out that there are large sulphur
deposits in Mexico and sulphuric acid - a by~-product of the copper

industry ~ is available in Chile and Peru.
3, Potassium

Apart from the deposits of carnallite (16.9 per cent Kzo) and
sylvite (63.2 per cent KZO) identified in the state of Sergipe (Brazil),
no resources of any size are known in the region. Present and planned
production of natural nitrates in Chile (25,000 and 140,000 tons of
K20 respectively) and Peruvian projects for recovering potassium from
brine (30,000 tons of KZO)'do not amount to a significant contribution
from the regional point of view.

In Brazil, projects are under study for the exploitation of the
above~mentioned carnallite deposits which are still being defined and
whose initial production (1977) has been estimated at 500,000 tomns per

/year; this
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Year; this will be insufficient to satisfy completely domestic demand,
but it will at any rate make a significant contribution to reducing
the regional deficit. ' '

Clearly, Latin America will continue to depend to a large extent
on imports to satisfy most of the demand for potassium in 1980,
estimated at 1.6 million tons of K,0.

The size of this deficit makes it urgent to intensify geological
research and feasibility studies to develop known reserves. By
1985 the demand will be around 2,740,000 tons, with a-deficit (including
the probable contributions of Chile, Peru and Brazil) of the order of

2 million tons of xao..

/VI. WORLD
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.VI. WORID FERTILIZER SUPPLY AND DEMAND: PRESENT SITUATION
AND FUTURE .PROSPECTS ' -

) Theie:éeems to be a good deal of agreement, among-the different
‘international bodiesland institutions which have studied the problem
recently, on the sﬁort-term outlook for the fertilizer industry.

The prevailing opinion is that.the situation of relative scarcity
and high prices of the last three years could continue until 1976/1977,
for nitrogenous fertilizers at 1ea§t. However, there are some signs

that the wdrld supply'situation should improve to some extent.

4 The following should be mentioned in this connexion: (a) in
recent months fertilizers purchase operations have taken place at
notably lower prices than those obtaining in the world market at the
end of 1974; (L) there are relatively large fertilizer stocks in
various countries: in May of the present year -Brazil, Colombia and
Ecuador possessed much larger fertilizer stocks than usual for that
time of the year. India, Pakistan and Turkey dlso had relatively
larger stocks at that date, and the Philippines is said to have’
prohibited fertilizer imports recently for the same reason; (c¢) it is
thought that in the United States fertilizer consumption will increase
much less in 1975/1976 than in earlier years, and while fertilizer
producers' stocks in that country may continue to be lower than
usual, they will increase over the low level of the previous year.

It is believed that these circumstances will have some influence
on the world supply of fertilizers and ulﬁiﬁafely on price levels.

In any event, however, it :should be recognized that the situation
remains uncertain and that there are still no grounds for'asserting
categorically that the fertilizer crisis will be Settled in a very
short period. ' '

On the other hand, according to the forecast of real supply‘
and demand of fertilizers 7/ prepared by the FAO/UNIDO/IBRD working

74 FAQO, Committee on Fertilizers, Examen de la situacidn actual;x,de
las perspectivas a corto plazo (AGS: F/75/2) and Situacidn a mas-
largo plazo de la oferta y la demanda de fertlllzantesgxrelementos

" de una politica mundial de feritilizantes (AGS: F/75/7).

/group on
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group on fertilizers, the long-term outlook to 1980/1981 is reaéénably
favourable because there will be considerable investment to expand
existing production capacity. The real world demand in 1980/1981 for
all three primary nutrients (N, P‘zos, Kao) is estimateci at 123 million
tons and the supply at 126 million tons, on the basis of the investments
planned as of the end of March 1975. . ‘

However, there are considerable dlfferences between the three
. nutrients as regards their dlstrlbutlon in the world and regional totals
(see tables 15 and 16).8/ It is expected that nltrogen (N) will
represent 49 per cent of total demand, phosphate (P ) 27 per cent and
potash (K 0) 24 per cent. |

1. Niﬁrogen

World demand for nitrogenous fertilizers in 1980/1981'is forecast
at 60.6 million tons of N: and incrsase of 47 per cent over 197471975
(see table 15). The world supply of nitrogen in 1980/1981 is expected
to reach 62.3% million tons, i.e., an increase of 50 per cent over the
level of 1974/1975. While there are plans to build many new plants ‘
in the next biennium which will make some contribution to sustaining
the supply of nitrogenous fertilizers, the present critical situation
may be expected to continue until 1976/1977. ‘

Synthetic ammonia is the primary source of over 95 per cent of
the nitrogen in fertilizers. According to existing plans, wor1d>capacity
to synthetize ammonia is expected to increase by 41.6 million tons of N
(63 per cent) between 1974/1975 and 1980/1931. In the countries with
centrally planned economies capacity will rise by about 60 per cent,
to 35.3 million tons of N; in the developing countries by over 200 per
cent, to 25.4 million tons of N; and in the developed countries by 32 per
cent, to 46.4 million tons of N. Thus in the period until 1980/1981 the
distribution of capacity to synthetize ammonia will shift sharply in
favour of the developing countries and the countries with centrally

planned economies.

§/ The figures for Latin America which appear in tables 15 and 16
prepared by the FAO Committee ‘on Fertilizers, on the basis of data
collected in March 1975, differ to some extent from the estimates
of the Mission, which were based on information received from

countries in May and June 1975.
/Table 15
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Of the increase of 20.08 million tons in world supply the
developing countries' share will be 7e 9 mllllon tons and that of
the countries with centrally planned sconomies 6.9 million tons (see
table 15). In 1980/1901 these two groups of countries will have
_ghares of 20 per cent and 35 per cent of world supply, respectively.
‘It is therefore clear that the deficit situation of the developing
' countriés will improve, and that in. 1980/1981 the defl¢1t will
fall by about l.4 million tons. . o . - ’

‘2. PhosEﬁate.

World demand for phosphate fertilizer in 1980/1981 is forecast
at 33 million tons of P2 5, in other words, it is expected to rise
by 31 per cent over 1974/1975 (see table 17). The supply of P,0; for
phosphate fertilizers is made up of products derived from the production
of wet-process phosphoric acid and other phosphates such as
nitrophosphates, superphosphates, basic slag, condensed phosphates
and dicalcium'phosphéte. Of the increase of 7 million toms in world
supply,. the developing countries will account:for 3 million, the
developed countries for a little over 3 million, and theé countries
with centrally planned economies for the rémaindér. By 1980/1981 the
developing countries and the countries with centrally planned economies
will represent 21 and 20 per cent respectively of world supply. The
developing countries are expected to pass from a deficit situation to
a surplus in 1977/1970, while supply and demand will be in balance
in 1950/1981.

3. Phogphate rock

In 1972/1973 approximately 80 per cent (some 76.5 million tons)
of phosphate rock production was accounted for by only 3 countries:
the United States of America, the Soviet Union and Morocco. It is
estimated that in 1973/1974 production in these countries increased to
about 03 million tons, maintaining roughly the same share of the world
total. About 50 per cent of the world consumption of phosphate rock
has to be imported.

/Table 17
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‘ Teble 17

PROJECTION OF FERTILIZER DEMAND AND PRODUCTION IN LATIN AMERICA
: -FOR 1980 AND 1985

{In_thousands tons of nutrients)

1980 ’ . 1985

b Production Difference : : Produotion Difference

Demand {hypothesis) (hypothesis) Demand {nypothesis) . {hypothesis)

A B A B A B A B
N 3448 3 028 3 40§ 20 42 4 755 4332 , 5753 418 998
p205 2 748 2 197” 2 384 -551 ~364 i 394 2 711 3 608 -1 683 -786
x20 1 593 670a/ €70a/ 923 -923 2 7_39 ' 670b/ 670b/ =2 069 -2 069
NFK 7 789 5 895 6 Léo -1 894 -14 329 11 888 7713 10031 4170 - -1 857

8/ Only one production hypothasis considerad.

b/ No estimates made for production in 1985, which 1s vhy the 1980 figures are repeated.

/In 1972/1973
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L In l972/l973‘the balance between supply and demand ‘was very
shalcy, since accumilated stocks, which until then had made good the
difference between the rates of growth of supply and demand, were
exhausted. In 1973/197h - extractlon capacity grew to some extent,
but consumption during the year was restricted- by 1nadequate product1on.
It is expected that in 1980 world extraction capa01ty for phosphate
rock will expand to 180 million tons. B

L, Potash

World demand for potash is expected to reach a figure close to
30 million tons in 1999/1981, which represents an increéase of 34.6 per
" cent over lé?#/l975- The countries of North America and Europe which
are self-sufficient in potash will represent almost 60. per cent of
the total rise in demand -for potash in that period. While a number
of degeloping_cquntries are beginning to recognize the need to provide
thedselves with potash, it is calculated.that in all they will only
represent about 13 per cent, or 3 million -tons, of total demand in
1980/1981.t Almost all this volume (2.8 million tons) will have to be
1mported owing to the fact that the known deposits in developing
countries are llmlted. It is estimated that between 1974/1975 and
1980/1981 the world supply of potash will rise by 8.2 million tons
of K,0 to a total of 30.3 million tons. The expansion:of capacity

o2
will occur mainly in the Soviet Union and Canada.

s A

5e- Sulghur '

By 1973/1974 sulphur productlon had risen to about 51.3 millmon
tons and consumption to 44.9 million toms, of which 24.2 million toms .
were intended for fertilizers and the rest for 1ndustr1al usee At the
moment the supgly of sulphur seems amply capable of meeting the expected
short-term demand, although it 1s estimated that demand will rise more
rapldly than production and the long-term outlook p01nts to a narrower
balance between supply and demand towards ‘the end of the present decade.

~

/VII. FUTURE
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VII. FUTURE FERTILIZER SUPPLY AND DEMAND AND. THE POSSIBILITIES
' OF SETTING UP MULTINATIONAL PLANTS

1. Fﬁfure fertilizer supplz_and.demand in Latin America

o Aécprding.to estimates of the demand and production of-
'fepfilizers in Latin America in 1980 and 1985, the region will continue
to depend to a large extent on imports of nutrients.

It is estimated that to meet demand in 1980, recourse will have
to be had to fertilizers from outside the region for between 1.33 and
1.89 million tons of NPK, according to the degreé of fulfilment of
‘either of the hypotheses on which the fertilizer production projections
for that year were based. - ' ' ]

The greatest deficit will occur in potassié fertilizers, in
which, for the reasons given above, no possibility is seen in the
medium term of increasing production sufficiently to satisfy demand.

The situation with regard to nitrogéndus fertilizers will vary
according to whether hypothesis A (minimum) or hypothesis B (maximum)
for production increases is fulfilled. In the first case there would
be a shortfall in nitrogenous fertilizers of about 420,000 of N. In
the second,féupply would practically equal demaﬂd, since the deficit
would be reduced to 42,000 tons of N. '

© With regard to phosphate fertilizers, it should be noted that
there is likely to be a large regional deficit whatever production
hypothesis is fulfilled. This deficit would be of the order of
551,000 tons of PZOS if hypothesis A (minimum) for the calculation
of the 1980 production figures were fulfilled, and of 364,000 tons
of P2O5 if hypothesis B (maximum) were fulfilled.

In 1985 the nitrogenous fertilizer picture would change
- substantially if production hypothesis B (maximum) were fulfilled,
but this is a possibility which the Mission considers very remote;
fince it is based on projects under study, some of which nave not
‘ beentcompletély defined and whose viability has not been proved.

If it were fulfilled, however, there would be a productioﬁ surplus

/of nitrogenous
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of nitrogenous fertilizers of about one million tons of nitrogen.
In=contrast;iif hypothesis A were fulfilled, the existing deficit
of 420,000 tons of N would continue in 1980.

In the case of phosphate fertilizers, the region would have
a large deficit under both production expansion hypotheses
(1,683,000 and 786,000 tons. of P205). ' ‘

- There does not appear to be any chance of a significant rise’
in production of potassic fertilizers by 1985 because of the lack ’
of known resources to be exploited. It has been assumed that the
deficit will continue to increase, but that at the same time the
pressure of demand will bring about efforts to discover and exploit
resources in the region. Estimates for 1980 and 1985 regional
fertilizer production, demand and surpluses or deficits are given
in table 17.

" 2. Possibilities of setting up multinational
enterprises to produce fertilizers

According to the 1980 and 1985 demand estimates for
nitrogenous fertilizers, the ammonium production'piojectiohs for
those two yéars, and the most likely hypotlicsis in the Mission's
opinion (hypothesis-A), the difference between régiénal demand
and production will be approximately:QZ0,000 tons of~nitrdgen in
both years. o '

If Trinidad and Tobago continuésAto‘exﬁoféwits output to countries
outside the region, the real nitrogenous fertilizer deficit will be
doubled. It should be added that the NITROVEN plant in Venezuela was
set up mainly to export outside the region, so that the shortfall in
the region could be still greater. This would mean that, from the
regional market standpoint, it would be possible to justify the
installation of two or four ammonia plants 9/ each with a capacity
of 1,000 TPD, which could enter into production at the end of the
present decade or at the beginning of the next.

L4 Depending on whether Trinidad and Tobago's output is included
in the regional supply.

/These ammonisa
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These ammonia plants could be complemented with urea planté
having a.capacity of between 800 and 1,300 TPD according to market
needs. . ) |

The demand and production figures for phosphate fertilizers
in 1980 and 1985 (hypothesis A) indicate that at the regional
level there will be unsatisfied demand for about: 550,000 and
1,680,000 tons of PZOB respectively. These figures would justify
the establishment of several phosphoric acid plants producing
500 TPD of P205 (approximately 165,000 tons per year), as well
as that of a number of plants to manufacture complex fertilizers
(diammonium phosphate and monoammonium phosphaté) and triple
superphosphates which contain high percentages of P205.

- The units producing complex fertilizers could be situated
next to the phosphoric acid plants or, better still, in the consumer
countries, since economies of scale are limited and there would be
some justification for setting up small units to manufacture these
products, in keeping with the size of the markets.

If it is desired, as is advisable, to use raw materials
(phosphaté»rock) from the region, measures would have to be taken
to ensuré'that_the exploitation plans of the existing deposits are
fulfilled so as to be able to satisfy the growing demand for
phosphate fertilizers. It should be borne in mind that 3.3 tons of
phosphate rock concentrafe are needed for each ton of PZOS' -

/VIII. CONSIDERATIONS
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VIII. . CONSIDERATIONS -ON THE VIABILITY OF LATIN AMERICAN
 MULTINATIONAL FERTILIZER ENTERPRISES. 4

The establiéhmenf'of mulliﬁationél enterprises for marketing -
and/or producing fertilizers is undoubtedly a most difficult task since
it involves the ha;mbniéétiop of‘fhe interests and aspirations of the
coﬁntriés and, in a few caseé, the overcoming of certain prejudices.

However, it 15 the oplnlon of the Mission that current
clrcumstances are propxtlous for, the implementation of projects of
this kind. In the followlng paragraphs-attention is drawn to some
political, economic and flnanczal factors Whlch, .under the circumstances,

favour the obaectlves in questlon.

l. Political factors

The changes which have taken place in internatibnai econéﬁic
relations have shown th'e developing countries the need for and
advisability of increasing nmutual co—Operatlon as a means both of
mitigating the damages stemming from the dlstortzons in the
international economic order and of promoting their own ecomomic and
social development. - ' o

The declarations and resolutions apprbvéd at varioué conferences
by different international agencies have brought out the developing
countries’ awareness of the need for increased co-operation among them.
In this connex1on, mentlon may, be made of, among others, the
resolutions of the United Natlons General Asgembly on the Establishment
of a New Internatlonal Order* the Declaratlon of Lima during the Second
General Conference of UNIDO; and in the Latln American context,.the
Declaration made by the Ministers of Industry and representatives of
the countr1es of the reglon at the Conference on Industrialization
organlzed by ECLA in Mexlco in November 1974, and the Chaguaramas
Appraisal (ECLA resolution 347ﬁ(XVI)).;

The establishment of multinational enterprises is giwven special
consideration, in several of these declarations, as one of the forms

of making co-operation a@ong developing countries more effective.

/The fact
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The fact that there are various proposals for setting up
multinational enterprises in the Latin American context is evidence
of the growing interest of the countries of the region in this form
of co~operation. - ‘ N o

- The Latin American Economic System (SELA), the formation of
which is supported in principle by several countries of the region,
will direct its efforts to helping to create the framework and the
machinery for formulating and ﬁﬁtting into practice new formulas for
co-opération and ecomomic integration among its member countries and,
in particular, to giving an impulse to the eétabiishmenf and
- strengthening of Latin American multinational enterprlses.

The statements made by high Government offlclals of the countrles
visited by the Mission were all in agreement in that they firmly
supported projects of this kind.

The establishment of muLtlnatlonal enterprises would constitute
a means of contributing to the economic integration process aimed at-
by the sub-regional agreements. ) -

The fact that both the productlon and the marketing of fertilizers
is in the hands of the publlc sector in many countries of the region,

favours the possibility of reaching agreements in:thislfield. ,

2. BEconowic factors

Among the'economié"fabtofé that favour thé establishment of
multinational -enterpriges,; the most important are: _

- . The recent'ferfiliZer cfisis, whosé effects still appear to be
persisting, which has had a highly detrimental effect on a number of
the countries of the region on account of the high prices and scarcity
of fertilizers. . ‘

-~ The need of the countries to ihcreaée their producfion of food
considerably, to which end many countries have prepared plans for
expanding agricultural production in which fertilizérs play aﬁ
important part.

- The serious negative impact of imports of fertilizers during the

last two years on the balance of pa&ments of the countries, thch has

/been greatest
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been greatest in the case of-those countries which make intensive use
of fert111zers and whose prlnclpal source of income is their exports
of agrlcultural products (a category which inclugdes the majority of
the countrles of Central America and the Caribbean)..

- The fact that there are several countrles in the region which
have sourceé of raw materials for the production of fertilizers :of
the quantlty and qua11ty suited to JOlnt exploltatlon.

- The hlgh cost of the fertlllzers produced in the region in
small plants or in those that use raw materials with more valuable
alternatlve uses.

- The narrowness of the national markets of the majority of the
countrles of the reglon, whlch 1n many. cases prevents the installation
of fertlllzer 1ndustr1es big enough to use adequate technology.

- The need of the countries to secure fertilizers at reasonable
prices so that farmers can use them in suitable quantities and on a.
regular basis. )

-~ The considerable increase recorded in the past three years in
the prlces of the equ1pment and machinery needed for the installation of
fertlllzer plants, which has raised investment costs enormously.

- The economic advantages which would go hand in hand with the
setting~up of multinational fertilizer enterprises, among which mention
may be made of: the use of economies of scale and of suitable modern
technology, which would result in an appreciable drop in costs, cheaper
fertilizers and guaranteed supplies.

-~ The desirability of increasing co-operation between the countries
of the region in the field of fertilizer marketing in order to improve
their bargaining strength for the purchase or sale of fertilizers
and/or raw materials for their manufacture.

- The increased possibilities or specialization and complementation
in the production of fertilizers and the improved use of natural
resources which could stem from the setting-up of enterprises of

this typee

/3. Financial
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- 3, Financial factors

In view of the serious food problem existing in the world, a
number of international agencies have established new financing policies
providing that special attention be given to the promotion of projects
aimed at increasing the production of fertilizers.  In this connexion,
attention.should be drawn to the intenée-activity.being undertaken by
the WOrid Bank and IDQ;in respect -of the analysis of the fertilizer
pfbblem with a view to guiding and intensifying their measures to
prov1&e funds. o N f :

l‘ New conditions are now available for financing projects. Thus,
it is p0551b1e to obtain, in addition to the usual project' funds, loans
from the Trust Fund set up by IDB with resources from the Venezuela
Investment Fund for the acquisition by members of‘shares in a
multinational enterprise. This wouid eliminate one of the main
obstacles to the participation of pgorer.countries in enterprises of
this kind. |

Developing countries which have suitable surpluses from the sale
of their export. products coupld partlclpate in the flnanclng ‘of proaects
of this klnd. ,~f: P : U : R '

/IX. CONCLUSIONS
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. IX. - CONCLUSIONS

In the light of the objectives -of the study and the contents of
the previous chapters, the following conclusions may be drawn:

In the years ahead, Latin America will continue to depend on
imports of fertilizers to a large:extent, in spite of the magor
1ncreases in production planned-in geveral countries.

. - In 1974 the region's production of nitrogenous fertilizers
amounted to 61.3 per cent of the total consumption of that year}'the
production of phosphatic fertilizers provided 61.8 per cent of
consumption, but that of potassic fertilizers provided barely (e 2 per
cent. : ’ '
In the coming 10 years the degree of dependence of the region
will vary depending on the type of nutrient involved. In the case of
nitrogen it is estimated.that by 1980 the deficit in regional production
will .drop substantially with respect to the probable demand for that
year. The regional deficit is likely to amount’ t6 something like
k20,000 tons of nitrogen (12.1 per cent of the demand forecast) if
hypothesis A (minimum) holds good, while if hypothesis B (maximum)
proves valid the deficit in production in 1980 is likely to be very
small, approximately 42,000 . tons of nitrogen. In 1985 the overall
picturg as regards nitrogenous. fertilizers will change radically if
the latter_hypothesis proves valid, since there will be a surplus
production of approximately.one million tons of nitrogen. However,
the Migsion thinks it highly unlikely that this will occur and opts -
for hypothesis A, according to which the regional deficit in
nitrogenous fertilizers-in 1985 will:be similar to':that suggested for
1980, that is to say, around 420,000 tons of nitrogen.

As regars phosphatic fertilizers, a regional defie¢it of 551,000
.or,§64,000 tons of P205 has been. estimated for 1980, depending on the
production hypothesis adopted: these figures correspond to 20.3 per
cent and 13.2 per cent respectively of the demand projected for that
year. In 1985, it is estimated that there would continue to be

/considerable regional



- 66 -

considerable regional deficits in the production of phosphate
fertilizers, amounting in absolute terms to 1,683,000 or 786,000 tons
of Ezcshon the basis of hypothesis A or B, respectively. The
corresponding percentage deficits with respect to demand would be
3042 per cent or 17.85 per cent of the two hypothesis.

n As regards potassic - -fertilizers, although a reduction in ‘the
current regional deficit .can . be expected around 1980 as a result of
the plans for the development of .existing resources in some countries,
there are no grounds for affirming with any certainty that the deficit
will continue to fall significantly from that year onwards. In any
event, it is believed that the pressure of demand will increase efforts
to disco#er and exploit the resources which most probably exist in
the region. . '

During the period 1975-1985 the increase in fertilizer production
capacily resuliing from the implementation of expansion plans and new
projecfs under way in the countries of the region will be as follows,
depegding on the production hypothesis adopted:

Hypothesis A - ‘ Hypothesis B
(Minimum) : (Maximum)
N - 2,890,000 tons =~ - 4,779,000 tomns
PO : -1,348,000 tons . 2,607,000 tons

2°5
The world-wide relative scarcity of fertilizers and ‘the high

pfices recorded in the last three years could continue until 1977.

However, there are signs that before this date the situation could

improve to some extent. In this connexion, it should be borne in

nind that #here are relatively big stocks of fertilizers in several

countries of the world and that in recent months fertilizers have

been purchésed at prices markedly lower than those which obtained in

the intérnatiénal market towards the end of 1974, A
Dugipg recenf Years a significant percentage of the internatiohél

trade in fertilizers has been carried out by enterprises-connected '

with consortia or export cartels.

/According to
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. - According to OAS iestimates, in 1974 the region- imported
fertilizers to the value of 721 million ‘dollars and exported fertilizers
to the value of 84.6 million dollars. ‘ ‘

The increased.ocutflow of foreign exchange in respect of imports
of fertilizers has worsened the balance-of-payments problems of
several countries of the region, especially in the case of the
less~developed countries which use fertilizers in large guantities.

In several countries of the region, owing to6 the high prices'of
fertilizers, their use has been limited to those crops whose prices
were sufficiently remunerative to cover the higher costs of fertilizing.

Latin America has large reserves of natural gas, which is the
most suitable raw material for the manufacture of ammonia (nitrogen).
The countries which have considerable reserves suitable for such a
purpose are Arvgenting, Bolivia, Chile, Colombia, Ecuador, Peru,
Trinidad and Tobago and Venezuelae.

The largest reserves of phosphate rock, which is the raw material
used in the production of phosphoric acid are located in Peru (Sechura).
Brazil and Mexico also have substantial reserves. However, current
rlans for the exploitation of the deposits of phosphate rock existing
in the region are considered insufficient to meet the growing demand
for phosphate fertilizers.

In the light of the estimates for the supply and demand of
fertilizers in 1985 which were made by the Mission, the installation
of two or four plants for the production of ammonia could be justified,
depending on whether the production of Trinidad and Tobage is included
in the regional supply or not. Each plant would have a capacity of
1,000 TPD, and they would be programmed to become operational between
the end of the current decade and the early years of the next.

As regards the production of phosphate fertilizers, it may be
pointed out that the figures for production and demand for the years
1980 and 1985 indicate that a portion of the demand will not be met,
and this would justify the installation of several units for the
production of phaosphoric acid, each with a capacity of 500 TPD of
P205.

/At present
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At present, there are various political, economic and financial
- factors which favour the establishment of multinational fertilizer
enterprises. _ ‘

. One factor which could influence the decisions taken by the
countries of the region .as regards their participation in multinational
enterprises is likely to be the new conditions for financing projects
which have arisen as a result of the existence. of the Trust Fund set

. up by IDB with resources from the Venezuela Investment Fund.

/X. RECOMMENDA TIONS
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X. RECOMMENDATIONS REGARDING THE FORMUIATION OF A REGIONAL
‘CO-OPERATION STRATEGY IN THE FIELD OF FERTILIZERS

The baslc guldellnes of a reglonal co-operatlon strategy on
fertzllzers should be establlshed in the light of short-, medium-
and long-term quantxtatlve and qualitative objectives, taklng as .
a frame of reference the historical trends observed, the currentA'
situation, and future prospects for a reasonably foreseeable
period. )

The conc1u51ons mentioned 1n the prev:ous paragraphs deflne,
to a large extent the framework w1th1n which such a strategy should
be formulated. In the light of these conclusions policy ob;ectlves
and short- and medium-term measures have been defined, which, in
the opinion of the M15$1on, should be taken into account in
formulating the strategy°

1. Policies and measures which should be
adopted in the short term

- . The relative scarcity and high prices of fertilizers. already
mentioned could persist at least until 1977. Attention has also
been drawn to the negative effects of this situation on agricultural
production and the economy as a whole in the majority of Latin
American countries and to the fact that if such a situation persists -
for a period such as the one mentioned, the countries will suffer
considerable damage, particularly in the case of the relatively less
developed ones. A

It is therefore a matter of some urgency to define the means

whereby the countries of the region could dispose, as soon as possible,
of a suitable supply of fertilizers of the required guality and at
reasonable prices. Regional co-operation could make an 1mportant

contrlbutlon to the achlevement of this obaectlve.‘

/Co-operation along
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Co-operation along these lines could take the form of agreements
between countries of the region to pﬁrchase fertilizers and/or inputs
for their manufacture jointly in the international market.lg/ This
could result in a marked improvement in the bargaining power of the
countries of the region, which could meén the acquisifion of fertilizers
or inputS'af prices lower than those which the couﬁfries would pay
if they acted separately.

Furthermore, such joint action could make it easier to reach
long-term agreements with producer countries for the supply of
fertilizers for final or intermediate use and raw ﬁaterials, and for
obtaining financing on more favourable terms as regards rates of
intérest and repayment periods. As far as possible, effbrts should
be made to repay the credits obtained with exports of food products,
raw materials, or other products originating in the region.

In this connexion, it is felt that such agreements could be of
interest to other developing countries which produce fertilizers or
inputs for their manufacture.

Another form of co-operation could be the intensification of
trade in fertilizers between countries of the region, which would
contribute to the improved use of existing production capacity and
the creation of conditions for greater complementarity between the
countries in this field. '

Similarly, the negotiation of technical assistance agreements
between countries of the region with different degrees of experience
in the running of plants for the manufacture of fertilizers would help
to solve problems in some plants which are running at extremely low
levels of production, owing to the lack of technical or operational

know-how.

10/ The Central American Economic Co-operation Committee decided
at its tenth meeting, held in Tegucigalpa, Honduras, in May 1975,
"to deem a matter of great interest to the region in the drafting
of a plan for the joint acquisition of fertilizers needed to give
continuity to government agricultural programmes".
(E/CEPAL/CCE/369/Rev.1).

/A specialized
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A specialized statistical and trade information service on
world fertilizer markets could also be of the highest utility to
the countries in their negbtiations for the purchase or sale of
such products. - L '

(2) . Short-term machinery -
It is obvious that the application of the short-term measures

reféerred to above calls' for the existence of suitable machinery.
The mainstay of such machinery could beé provided by two basic
instruments: a regional marketing body and a regional financing
fund. - : 3 ' ' ’

(i) Regional markétlgg,body for fertlllzers, to_perform the
following functions: , . :

~; To make joint purchases on thg international market of
fertilizers for final or intermediate use and raw materials for their
magufac?pre, on,beh&lf gﬁ‘its_member States. .
h ‘fﬁTo he}pito guarantee the countries of the region timely
supplies of fertilizers at the lowest possible prices. .
e To act as an .intermediary in contracting transport,
insurance and freight for fertilizers or raw materials bought by
the member countries of the new body. L
_ - To act as a possible.selling agent for regional fertilizer
producers for the disposal on the international market of possible
surpluses, particularly those of the multinational enterprises .,
established in this field. 1 .
- To assist the countries of the region in matters relating
to the product1on and. marketlng of fertlllzers.f
" - "To maintain a spec;allzed statlst1cal and trade 1nformat10n
service on the international market for fertilizers and raw materials
suitable for the manufacture of fertilizers.

The regional marketing body would be a non-proflt—maklng trading
company, but it would have to cover its operating costs, so it would
charge a commission for the operations undertaken. The capital
required would be very small because of the nature of its activity.
Pafﬁicipafion in the capital of the body would be open to all
interested lLatin American countries and could be proportional to their
share of the total amount of fertilizers consumed in the region.

/The countries
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The countries concerned could participate through their respective
State fertilizer production or marketing bodies or enterprises. It is
considered advisable, however, that the marketing body should be set
up as a company under private laws and should operate as such on the
international markets..

The marketing body should function initially with a small but
highly-qualified staff familiar with the fertilizer trade at the
- international level.-

The headquarters of the body should be located in a country of
easy access offering excellent communications wi?b the most important
centres of the world fertilizer market. '

As a matter of general policy, the proposed marketing body should
give priority to regional producers in purchasing fertilizers.

The body could also assume responsibility for the distribution
of tertilizers to the poérest Latin American countries under the FAO
international plan for the supply of fertilizers (FIP), and the
distribution of the fertilizers which may eventually be supplied
by plants to be set up in the OPEC countries for providing low-cost
nitrogeneous fertilizers to developing countries.

The body could also help the countries in the co-ordination of
fertilizer production, procurement, and sales policies. Furthermore,
the experience which'isllikeiy to be accumulated by the body in its
marketing operations will prove useful to the countries interested
in participating in multinational fertilizer enterprises. .

(ii) Regional fund for financing the purchase of fertilizera

‘The objective of this fund would be to assist in the
financing of imports of fertilizers and raw materials for their’
manufacture by the countries of the region, particularly the rélatively
less developed ones. It would also help with the cost of tréﬁsport,
the building up of stocks, and the distribution of fertilizers.

/The fund
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' The fund could be made up of contributions by the countries of
the region and resources from international, regional or sub-regional
financing institutions and other sources. 1_/ Suppliers' credits or
credit prov1ded by countrles exporting fertilizers or raw materials
could supplement such financing,

The resources of the fund :could ‘be channelled to the member
countries through national financing institutions so-that these, in
- turn, could granf similar credit facilities to fertilizer users.

The fund could possibly be used to finance working:capital needs
and sub~-regional, regional or extra-regional exports from existing
plants or from the multinational plants which are to be established
under the proposed new scheme. . o
(b) Other measures . ‘

In view of the.-low level of utilization of the production capacity

of existing fertiliger plants in the region it is considered advisable

that specific programmes be undertaken to improve the operational
efficiency of these plants, and the assistance that UNIDO could offer
in this field is considered to be very .valuable.

2.‘Mediﬁm and*lbng-term;policiés and ﬂeaéuies

The ba51c objective of the medlum and 1ong-term strategy would
be to make the region self—sufflclent in respect of nltrogenous and
phosphate fertilizers w1th1n{the next ten years. ) _

Thislwill require a major effort to bring about a considerabie
increase in the 1nstalled capaclty for the productlon of such
fertilizers. _ ) )

The establlshment of multlnatlonal fertlllzer manufacturlng

1

enterprises with the partlclpat1on of all or several countries of

“q

11/ It could also include possible voluntary contributions from .
developed countries and developing countries which have’
financial surpluses owing to the high prices of their export
products.

/the region
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:the region would constitute, in the opinion of the Mission, a rational
and effective way of covering the deficits forecast and achieving
the objective of the strategy.

(a) Number, size and location of manufacturing plants

According to the consumption and supply projections prepared by
the Mission, the estimated deficits for the year 1985 would
Justify the establishment of two or four 1,000 TPD plants - depending
on whether the regional supply is assumed to include the production of
Trinidad and Tobago or not - for the manufacture of nitrogenous
fertilizers (ammonia), at least fcur‘plaﬁts“for the manufacture of
phosphoric acid with a capacity of 500 tons of P205 per day which
could be programmed to come into operation towards the end of the
present decade or in the early years of the next.

The location of these plants would be subject to two basic:
criteria: the availability and accessibility of natural resources for
ecoriomic production and the proximity and accessibility of major
consumer markets.

In accordance with these criteria, the Mission considers that
the countries which have large enough supplies of natural gas for
possible transformation into nitrogenous fertilizers would be Bolivia,
Chile,AColombia, Ecuador, Mexico, Trinidad and Tobago and Venezuela.

‘ For economic reasons the use of other raw materials such as
naphtha or fuel oil for the production of nitrogenous fertilizers
should be rejected;
| For the manufacture of phosphate fertilizers, sizeable deposits
of phosphate rock ~ the basic raw material for the production of
phosphoric acid - are known to exist in Peru (Sechur;), Mexico (Baja
California) and Brazil. - ’

However, if nitrogenous and phosphate fertilizers are to be
produced at prices which are economic and competitive on international

markets, three other major factors must be taken into account:

/~ The
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- The will of the government -of .the country in whicﬂ the raw
materials are located to facilitate the supply of these materials
in the volume and quality required and at reasonable prices;

- The need for the plants to be.located near to a port (Bolivia
would constitute an exception if production is destined for neighbouring
countries) in order to facilitate the handling and despatch of products
to.the centres. of consumption, and - R ‘ N

- The need for a basic infrastructure to be already in existence
in order to.reduce additional investment. requirements.

In principle, subject to confirmation'through specific feasibility
studies, the Misson envisages the possibility of establishing the
following plants of a multinational nature in the following countries:

(i) Nitrogenous fertilizers (ammonia/urea)

Venezuela or Trinidad and Tobago, mainly with a view to
supplying the markets of Brazil, the Central American countries,
Panama, and the countries and territories of the Caribbean;. Bolivia,
mainly with a view to supplying its own market and those of Argentina,
Brazil, Paraguay and Uruguay; and Ecuador, mainly with a view to

supplying the markets of the countries on the Pacific coast. The
Magallanes area of Chile is also considered a probable location, using
natural gas from that country and Argentina. ‘ '
(ii) Phosphate fertilizers °
‘Peru: one plant with two units having a capacity 6f 500 tons

of PZOE per day in the first stage.

- : In a-second stage, new phosphoric--acid plants should be set up
in Brazil, Mexico or Peru, .depending largely on the implementation of
plans for mining phosphate rock. Alternmatively, this raw material
could be imported from other areas, in line with the current practice
of the phosphoric acid producing countries of 'the region. o '

The enormous differences in ammonia manufacturing costs,
depending of the type of raw material used, could justify the review

/by some
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by some countries of their. projects 12/ for the production of ammonia
from naphtha or fuel oil, in view of the possibility of participating
as partners in a multinational enterprise for manufacturing this

product under more advantageous conditions from natural gas.
For such a review to be carried out, there must be other

supporting factors, which could be considered prerequisites, namely:

~ the technical and economic viability of the new multinational
projects;

-~ evidence of the benefits accruing to each country from their
possible participation in the project;

~ the financial facilities available for the implementation of
the project, including the possible financing of the capital contribution
to be made by the parficipating countries;

- the confidence inspired by the persons and enterprises
respencible for the material implementation of the project.

(b) Investments required

_ The required investments may be calculated bearing in mind that
it costs some 53.0 million dollars to set up an ammonia plant with a
capacity of 1,000 TPD. If this is supplemented by an urea plant with
a capacity of 800 TPD, the additional investment would be in the
neighbourhood of 35 million dollars;

These figures cover the cost of land, the engineering of the
project, the provision and setting up of equipment, and normal
ancillary installations.

The investment needed to establish a phosphoric acid planf with
a daily capacity of 500 tons of PZO is currently estimated at
19.2 million dollars.

As regards the financing of these investments, it should be

5

remembered that as part of their general policy for promoting
agricultural development, both the Inter-American Development Bank

12/ The Brazilian national plan for fertilizers and lime, for
~ example, provides for the construction of four ammonia and
urea plants which will use naphtha or fuel oil as raw materials.

/and the
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and the International Bank for Reconstructlon and Development have
been authorized te‘g;ve prlorlty ‘treatment to requests for credits
for setting up fertilizer plants. Moreover, there is the possibility
that the capital contributions of some countries which are members of

theymultinational enterprises to be set up may dbe financed by IDB, -

-using the Trust Fund set up with resources which the Venezuelan

Investment Fund transferred to this institution for the purpose .of
contributing to.the development. of the countries of the region.

(c)_ Final-use fertilizer producing units

Since there are no major economies of scale to be gained in the
manufacture. of final-use fertilizers (triple superphosphate, NPK
compounds, diammonium phosphate) it is considered advisable that
manufacturing plants of sizes suitable to the.respective markets
should be set up in: the consumer countries of the region.

-The, raw materials. (ammonia, phosphoric .acid) could be provided

- by the multinational primary fertilizer plants located in countries

which have ample. natural resources,-so as to facilitate the development
of industrial complementarity schemes.. Alternatively, consideration
could be.given to the possibility of setting up multinational plants

to meet sub-regional final-use fertilizer needs.

(d) Characteristics of Latin American multinational fertilizer
enterprises . Co

Latin Amerlcan multlnatlonal fertlllzer enterprlses could be
made up of any two ‘or more countrles of the reg1on part1c1pat1ng
through thelr State agencles or enterprlses concerned with the
marketlng or consumptlon of fertlllzers in each country.

Any country could part1c1pate in the share capital of any one .
or more multlnatlonal enterprlses, w1thout any form of restrlctlon.

These enterprlses would be absolutely prlvate, even though they
would be composed of State entltles, and would act as private .
enterprlses in the market, subject to the 11m1ts 1mposed by the member
countries at the time of their formation or subseqnently.

Strict efficiency criteria would be applied in their admlnlstratlve

and operational management, and outside interference would be avoided.

/3. Co-ordinated
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3« Co~ordinated action of the proposed
institutional machinery

It seems superfluous to state that the proposed institutional
machinery should function in a co-ordinated and supplementary manner.
For example, in order to facilitate the regional supply of fertilizefé
and the economic operation of multinational plants it would be advisable
for the regional marketing body to enter into long-term contracts
with the multinational manufacturing plants for the purchase and supply
of fertilizers on behalf of the countries. Furthermore, the regional’
marketing body could enter into contracts with the multinational
manufacturing enterprises to sell possible fertilizer surpluses on
international markets. '

But perhaps it would be best, in preparing the respective
feasibility studies for the establishment of multinational manufacfurihg
plants and the regional marketing body, to look carefully into the
possibility of establishing a Latin American holding company to controi
the manufacturing plants and the marketing body, since this would
facilitate enormously the programming, co-ordination and supervision
of the development of the industry at the multinational level and the
marketing of fertilizers in Latin America. '

This holding company could be responsible, among other things,
for the following:

(a) Acting as a clearing house for the collection and distribution
of statisticai, economic and financial information on the fertilizer
industry° B

(v) Co-ordinating the policies and programmes for the integrated
development of the fertilizer industry'in_Latin America.

(c) Co-ordinating technical.aﬁé financial assistance from the
various specialized agencies and fbréigh Governments.

(d) Negotiating, on the moét favourable terms possible, loans
from international agencies to finance ﬁﬁé multinational fertilizer
manufacturing enterprises, and . o

(e) Negotiating the acquisition of,féchnology and management

services for the plants in question, if necessary.

/4. Interregional
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.-, Interregional co-operation- -

TPhe policy of ach1ev1ng selfsufflczency in respect of ' ‘
fertilizers should be’ complemented with action almed at reachlng '
economic and techn1ca1~oo-operatlon agreements 'in this field with
- developing countries in other regions. A recent study ;é/ carried
out by UNIDO on the fertilizer industry points to the pos's'iﬁilit‘ies'
of complementarity in this field between developing countries from
different regions and the advantages which this would briﬂg in principle.

t

S5e Procedure for;puttlng the proposed .
recommendatlons into practlce

The following procedure 18 recommended for puttlng the proposed
machinery into effect:

(a) After the present report has been approved by UNDP, the
latter should distribute it for comment to the Governments of the
countries of the region, particularly in order to ascertain the
interest of each Government in participating in the regional
co-operation machinery whose establishment is recommended in this
report.

(b) On the basis of the comments and answers received, UNDP
would request UNCTAD to undertake a feasibility study for the
establishment of a multinational marketing body and would request
that UNIDO prepare feasibility studies for specific projects for
setting up multinational fertilizer manufacturing enterprises in
Latin America. In the light of the conclusions and recommendations
made in the studies referred to, both agencies would carry out a
joint study of the possibility of establishing the holding company

referred to,

12/ A Preliminary Case Study of the Fertilizer Industry in Developing
Countries: The Present Situation, Prospects for Development
and International Co-operation (UNIDO, 1D/B/C.3/35).

/(c) On
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(c) On the basis of the results of the feasibility studies
mentioned, UNDP would evaluate the possibility of convening a meeting
of Ministers of Ecqnomic_Affairs or their representatives to discuss
the establishment of the proposed multinational machinery.

Possible particigants in the financing of the feasibility studies
could include'UNDP, the Inter-American Development Bank, the International
Bank for Reconstruction and Development, and possibly the Latin
American Economic System (SEIA).

In this connexion account should be taken of the fact that the
installation of new“plantS‘génerali?k?éguires a lead time of 4 years.
Therefore, should the Mission's prépSQAl awaken interest, rapid steps
should be taken to prepare the relevant feasibility studies.
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