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ANATYSTS OF 0.5, AMD WORLD FERTPILIZER STTUATION
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:ﬂEEEEEEﬁi‘ World fertilizer use has grown 2907 since 1960, but the

growth pattern from a production/prica standpoint has been saw-toothed.

From 1050 to 19069 the world fortilizer market was in a period of relative
atability. ‘'Then droughts in Asia br;ught about the nced for additional

food supplics. The world fértilizcr industry overrecponded to this call

to feed the world by building a largc number of production units -- Tirst

in the developed rogions and later in many ?f the developing regions.

The result was an oversupply of fertilizers, pricecs in some cases below
production costs, curtailed investments, closing of older plants and

even abundonment of new projects, This situation lasted until the begirning

of the 1970's when demand once again caught up to the supply level.

By late 1971 and 1972 drought in many countries led to imports of fer-
tilizer at record levels as these countries attempted to rebuild agri-
cultural production. But by 1972/3 it waé clecar that there was no r2aiy
additional cepacity available to'fully supply the world demand. 2Pricss
have sharply escalated in a very short period of time in all countries.
Traditional trading nations have reduced export shipments in order to meet
their domestic demand, and importing countries, sccustomed to a buyer's

markct, have found that they cannot go out on the spur of the moment or

well in advance and obtain whatever quantity or type of material they
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wanted. Currently, the world fertilizer market is a seller's market;
however, past performance has indicated that these situations will change
-- althous:: this time the peak will last a long time, perhaps 3-h years,
and the low prices of five or even two years ago are not likely to be

scen again.,  Many important LDCs are and will be in a continuing bind.

The ramifications of the fertilizer crisis are only now being analyzed.
Wo are aware of seven major studics.* One of the latest studies is by
the U.5. Department of Agriculture and we have given it some weight in
ow analysis bolh bocause of its high calibre and because it was requested

by Scnator Huaphroy and has just been relcased to the Hill (3/1/74).

1. The Present World Market

In brief, the developing world is suffering from a shortage which
affects mainly the larger LDCs who are arricultural exporters or fireen
Revolution oriecnted. Apricultural planring in these countries has been

characterized as in havoc and realistic pgrowth objectives are in danger.

Of the three major tertilizers, nitrogen, phosphates and potash, the
R . ;U Dmatbeythy DHOSPHAL v

¥ IRRD/IFC 9/73: UNIDO ad hoc group /71 and mid-1972; FAO 1972: UNDP, 2n
1971 FAO study done for the IBRD; British Sulphur, an April 1973 stuss
done for the IBRD; TVA 1972 and March 1974 studies; and, USDA 2'7-.

Although the major international donor institutions tried to harmonize

their projections of LDC needs last fall, not much progress has been made.
Averaging the 980 forecasts of the 7 major studies lecads to some reinforc-

ment of the World Bank's estimates, USDA being a bit more conservative.
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pereant over 1773, roespectively,  The margin betwoaen pr
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and distrabution.  Reflecetliy; the world shortage world
nitrorzen hoavy wred Love Lripled end nearly guadrupled
montliz.,  UiDA cotinnles thed the developed werld will b
nitrosen by cbook 7.2 million tong while Lhe developing

IDC ccentineats) will be dn deficit by a totznl of 2.6 ni

5) and Commmist Acia and Taiwen will

thedy poguiers

s . o, . g R LR T A K . .
3.5 wmillicn tona,  Thewve wre nony CITsU dn this predict
are on oo opbimistic side, Tor cvvaple, USDHA projccts

in"the production of nitropen thic yeary bot if last ye
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.

woiltlon tena,  Further, 1 Lthe worldwide inflation of !

ANIIEX A

Page 3 ol

17l indicate thet

*
ns while con-

1973 of 5.5 and 11.h

oduclion and cen-
orderly inventories
prices of the

over the last 1%

¢ 1In swrplus.e an

7 countries (o atil

1licn tons (320 of
Le in d<ficit by
ior 21l of which

Trviers n r_rA\._iv & f 1 nj L

]

ar's level of piang

.

ICi

of over

food prices act:

to inerease Tertilizer ceonsumplbion very markedly, which is likely in sous
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197% will rice Lo 28.8 million tons while the quantily demanded will climb

to 277 mitHon tons -- Inereases off 9.9 and 7.4 percent respectively,

The develeped worll will be in soreplus by .0 million tona while e Lis

e

will be in Jdeficdit by 1.2 rdidlion tons (30 pvercent of estimated nonsumption).
Generally vhosphales fertilizer prices on the world market have nearly
tripled in price over the last 15 nonths.

Potash has elso exnerienced o sharp price inerense, mainly in sympatiy to

L

Ui olher machots. Poocunse of the abundence of raw material in North
Amnricﬁ, ﬁhn sovcket is neb as Light as the other fertilizera. World pro-
daction i5 «stiratsd to b2 2%.1 nillion i;onsl in 1974 while conswmpiion
will b2 210 million ten:, increascs of 1.6 an&lﬁ.h percent, respectively.
Tno develeon:d wverld will be in surplus by 4.5 million tons and the LDCs

in defiecit by 1.7 million tons.

In sunnnry, the world macket is a pronounced seller's varsdize with wriosg
al historic highe wid with conditions certainly short of a panic, bui_morg
.

thes a rontire problem, There is a shortegse of fertilizer worldwide with

all major L now not receiving adeguate stocks., The varticuloar losers
vho are unanle to f'inance dequa£e stocks at today's prices are the Asizn
countrics, particularly the sub-continent and South Vietnam. Despite a
buzz of rmliilateral meetings, little help on fertilizer has been forthe

coring from the major producers and donors and agricultural prospects for

these countries are worrisome.
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D The present .8, Market

USDA's domestic market anelysis is swimarized on the next page of
stabistica, homestice rertilizer use, resnonding to very high food prices,
is rrowlne alb 97 por year versus a traditional 2% annual growth., It is
aquitc nobevorthy that domostic demand and foreipn demand are intosrally
. Jinked in the USDA onalysis. This is because the US is quite depzndent

upen rotzch dmpovts end although o net exporter of both nitrogen and

phesphaies, recatves port of our total supply of these products rom

importe, 'iheo chart on the roxt pese clarifles the import/czport re-
Iatienshins,  On halonce we are and hzve been a net inporter of Tertilizer,
however, o Lhe two products we finance, nitrogen and phosphates, we are

net oxoncrtors,

Accouittire "or o reasonable level of exports, USDA predicts that there will
be olicht net domestic defieits for nitfogen and phosphate this year. U.3.
impoerss are forecast to increase 23% this year while expcr£s are forecast

to dner-uwse only 3. he reason export growth is projected to be so lcu

is that exnorts have purposely been held down by the industry. On Octcber
25, 1973, the domastic prices of fertilizer were decontrolled with an wder-
standing bebween the Cost of Living Council and the fertilizer industry that
the industry would maxirdze supply for the domestic market at the expense

ol* export sales.

Since October 25, 1973, domestic prices have risen rapidly: nitrogen over

70%, phosphates over 40% end potash 30%. These prices are well balow
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Fertilizer summary, Uaited States, 1971/72-7%/74

Item 1971/72 1972/73 1973/74
------- 1,000 short tons - - - - - - -
Eutrient doens
Nitrogen: :
Domestic Preduction 1/: 9,097 9,560 10,232
IMPOTE e s evsernennnns : 843 881 946
Totel available
IO 0 1 - 9,940 10,441 11,178
EXPOTES . ieennrnnens : 1,032 1,350 1,390
Net supply.ooeoonead 8,908 9,001 9,783
Domind, e i et 8,016 8,339 9,300
Uniderti Uied denend 2/3 892 752 651-930
Total ropuireaents.. . 9,951-10,230
Deflcite e nennenat 15C-450
Phosphaie F,0:) :
T Domesiic production 1/: 6,150 6,387 6,520
TP S e v e i e e v . 326 312 291
Toral avalleble
SUL LY e v 6,476 6,699 6,820
Exports..oiiieeiennenet 1,102 1,424 1,606
Net supply..oooieeesst 5,374 5,275 5,214
Demimnd. oy i et 4,873 5,072 5,500
Unidentificd demand 2/: 501 203 385-550
Total requirements..: 5,885-6,050
DCfiCit........-..: 671—836
Potash (K,07: : .
Domestiv production 1/: 2,432 2,680 2,929
IPOTTS s et e e invanans 3,088 3,192 4,139
Total available
SUpply. o ven e i : 5,520 5,872 7,008
BXPOT S, e inneneeananat 657 az2 1,013
Net supply..covvens : 4,803 4,950 6,055
Damand. . ..oveiniinalt 4,332 4,412 4,700
Unidentificed demand 2/: 531 538 540
Total requirements..,: 5,240
815

Surplus....... veset

L
2

/ Adjusted for produccr inventory changes.

/ Unidentified demand is an amount of material produced and distributed
that cannot be accounted for with the current data system.

It may

include product loss, changes in retail and farm inventories, and

other undetermined items.
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futervnational prices. Under normzl market conditions, higher fertilizer
pricer would tend to reduce application rates. However, in 1974, crop
prices are expocted to be high end heavy ferlilizer use is econcmically
Juctificd,  There seems to be a falr amount of lumpiness, perhaps hoarding
in the demestis market,  Like the oil fiems, fertilizer manufactus:rs are

supplying their own dealers first and this has meant some areas ore feeling

a rewl pincl.  one reaction to the domestic situation has beaen rencwed

tal on tho HLill of embarpgoing oxports.
I) (o

The Demesbic merkel ds in less of a problem then the world market., But
mited were dond hwe been returned to cultivation and thic has added to the
demand o Portitizar,  The weather hes been good so fav ihis year but

il dis oLill quite early in the season. If the weather continues geod

Lhis will offset the shortage of nitrogen.

Tispovtantly, the dorestic morkst requires imports, and, as USDA points

wut in 3 Februsry 22 report, if the U.5. were to embargo exports, we

would zufier if other countries retaliated.

3. Fature dWorld Situation - 1090

We know {rom USTA, TVA and 182RD forecacters that the o rrent
erizes is not likely to nbate for three to four years, roughly the tims prlan-
ned for now capacity Lo ceme on stream. The energy crisis affects this wirz-

table in a big way since uncertainties in natural gas, fuel oil and in Burcis
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coal (pins envirommental constraints) maxe projections of new nitrogen
capecity uncoertnin,  The bent estimates undformly predict that supply-
demans rans will conbinue in ihe LDCs ond that the poor nations will have
to coptinue to roly heavily on imports te provide their requirements.
Produetion and eonswantion will continue to be Aominated by the developed
world. Wworld conswaptior now increasing &t U.@%/ycar is expected to
ineceace by aboub 70 /year ovee 157h-80. Nitrogen is eupected tc increase

in dmpoctonce relabive to phosphates aad potash. Shortages in nitrogen

arc likely.

There thinrss are certain ot this point: the LDCs, China, Russic and
Bastern furope are cxpiceted to continue to use steeply increasing quanties

o I B
p!

e helr agricudbural necas.  the treen Revoluticn,

. ro. . 1
KIS S VS =R VIR V)

oL
particuizely, is depondent upon fertilizer {or without it the new ceed
varicetics will not perform anywhere near thedr potential, IDCs need fzr-
tiliver gl they yill not be able to produce their full needs for the
foresnenble future, DRecause of forecast strong demand pressure, prices
are forvcast to remiin at their present very hich levels for from three
yours ([5R3) Lo up to five years (TVA) ond while they have about peakedl.
in no case are prices ever likely to fall to their pre-crisis levels --

at least not by the end of the dzcade.

It is importent that A.I.D. policy take this type of forecast into con-
sideration, Tor although the Mid-East situation exacerbated the fertilizer
problem, it is a more long term problem which pre-dated the Mid-East war

and will not be soived by a lifting of the oil boycott.
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L. Future U.5. Situstion - 19480

Althouzh there are some uncertainties in natural gas prospects,
even given hicher populations, more weat demand, and higher fertilizer

used, DA preldiote that the UJS. will continue tha current trend of fer-

tilizerarplus in nitrogen and phosphates and deficit in potash through

cLhe decatt,  In part, this is based on the sound assumption that the U.S.

Goverrnent will aseisn a2 high peiority to the fertilizer industey in fuel

il
alioralions, Qur exporting cepacility will probably rise in phosphates

and Live ve-cxperting of Genadien potash., The hardest situation to cell

ig in nitroron,  USDA balieves bhat while the situation will remain tighs,
bhe U.3. will be able to remain @ nitrogen 2rtilizer exporter., But TVA
pradicns that the U3, will ncad to become @ nitrogen fertilizer importer
by 1977 Lo kecp up with our growing demsstic demand. Of crucial importancsa
will L bow Tasl now production capecity can be created and on this score
the experts are not certain about 1977 aﬁd following yeavs., Under the
current market condition, new production investments should be quite
athractive, bt the hard question is predicting wheh signiricant new
production will come cn line. Nitrogen produc o, particularly urea, are
most desired on bhe demestic and world market and will be in the tighta.ou
supply bind for at loast the next three years. The U.S.” produces nearly

a quarter of the world's nitrogen products now and will by 1980 still
represent over 207, of the world market. Whether we will still be able 'z
help the IDCs with nitrogen preducts through the decade will have to be

one of the gquestions we continue to closely monitor. We will, however,

have capability to export phosphates and re-export potash,
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COUNTRY SITUATION REPORTS

1. South Vietnam - ﬁroposed FY '75 AID Fertilizer Procurement: 350,000 tons*

South Vietnam is dependant upon AID-financed fertilizer. Without
fertilizer the SA Bureau foresees the country needing to import large
volumes of rice which itself is 1in short supply. This would lead to a
diversion of scarce foreign exchange and an economic slowdown. If
neither fertilizer nor adequate imported vice were available, the country

would fuce a grain deficit, hunger and soma pockets of starvation.

The aim of AID's current fertilizer import program in South Vietnam
is to help the coiatry attain rice self-sufficiency by 1976-77. Reaching
this goal is dependant upon the success of several efforts, including
double-ciropping, watzy control uxpandad acreage and expanding the acrezge
planted to high yielding varieties. However, most significant is the
expanded use of high yield varicties (HYV) and fertilizer. The area
planted to the high yield varieties of rice in Vietnam has increased
from 55,000 hectares in 1968 %o 875,000 hectares in 1973. An additional
area of about 400,000 hectares is suitable and still to be planted to
the high yielding varieties, wnich--when fertilized--will increase the
total rice production capacity of the nation by about 15 percent above

its current level.

Given current and planned usage of fertilizer, each ton of ferti-

lizer will produce some three to four metric tons of rice. Thus, there

*ATT tonnage figures in Annex B are in product tons.
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is a direct trade-off between fertilizer usage and the requirement to
import rice; if fertilizer can be provided as required, the U.S. may
yeduce its rice exports to Vietnam. |
In CY 1973, AID financed the procurement of 480,000 metric tons of
fertilizer. The projected CY 1974 import Jevel is 400,000 metric tons,
of which AID is planning to finance 350,000 metric tons at a lotal
estimated cost of about $115.0 million. To date only 44,000 metric tons
have been procured and the total projected requirement may not be found.

In this event, Vietnam would not be able to increase production wach

year and reach rice self-sufficiency as planned by crop year 1976-77.

During CY 1975, procurement action should be taken to assure AID
procurement of approximately 350,000 metric tons. It is realized
procurcment of projected requirements during the next three years will
be difficult to achieve, but the SA Burcau believes AID must make every
effort to support the production of ricé or be prepared to accept the
consequences of lower yields. That could very well mean that the

United States Government would be asked to increase rice imports to

offset this loss.
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171, India - irovosad FY (5 ATD Fertilizer Procurcment: 130,000 fona

- 3 - g
( [ e Backeround

Tn 1972-7h% India is expected to be Lo percent short of
fertilizor -- relalive to Plan targels. Relative to past availability,
however, She shortfall will be only about 15 percent below the previous
year and 8 vercent below the record crop production year of 1970-T1.
Fertilirer is only one [actor affecting production: this year rainfall
was good, water reservoirs were full, and irrigation expanded by about
2.5 pareent.,

In 1973-7H, Tndia will produce about 1.5 million metric tons of
fertiliser nulrients, and impost about 1.1 million tons: total anticipated
availabilily was aboul 2,6 million tons. Bo far, actunl imports have
renched about 0,8 million tons, indicating an 0.,3-million-ton shortage.
ks timabos of fertilizor-yield response suggeest this may reduce polential
foodgrain production by 2 o 3 million tons. Actual production, however,
should bLe well above last year's low, and may slightly eoxceed previous
records.

The effcet of the current fertilizer,shortdgc sheuld centexr on
wheat, which accounts for about 10 to 10 porcent-of India's fertilizer
use, Overall, the impacl of the fortilizer shortage of the 1973-7! crox
docs: nol appear Loo great, althougsh per capita grain production will not

reach the record of 1970-71.

*From Poreign Agriculture Service reports
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The lyYh—Ty_vruys, however, may sufloer substantially from the |
fortili..r chortoes . To dnsure fortiliver supplics for this summer's rice
crop, ludia must centract for Porgilisar bmports now, amd supplics
available on world warkels noew are small and very hich-pricced. Coupled
with Lhe petrolews peice increcses which will drain her foreign exchange
rescrvers, India will probably howve greoal diffisulty mecting fertiliner
voquireneata, oblaining the necessary imports and quickly stimulating
domestic fortilizer production will require strong and decisive govern=
mental wetion, whicih may be very difficult in the current political
olimate ol ahortages ond riots. The Asia Turcau has no detailed require-
ment Ciotees Crom india since discussions on resumption of aid are cnly
about Lo Lecsin, The teregoing analysis by USDA foresces substantial
shortaees of fertilizer during the 197&/75 crop year. 1t is also quite
cloar that demestic production will not came near meeting needs, particularly
in the proediction of P”OD material which relies on imported rock or
phosaciid,

AP Cinancing of Certilizer imports in FY 1970 may roach $H5 million;
thal hiﬁh.pruprrtiﬂn o funds that may po availabicvfop mdia refle:ts
Lhe Imperiance attached to assisting in avoiding a crisic in Indian

Cood srain preduction., Phat amount would buy about 130.000 tons of ureae

or DA b precent prices,
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IIr. Paristan:  Projoced FY '75 AT Feriilizer Procurcwent: 100,000 ions
\

.

3

Nitrooeneus Portilizoer

Iocal production during CY 197 is expected to provide about 570, 000
tons of urea. Gtocks at the beginning of the yecar were 90,000 tons. The
Governemont of Ptakiztan projects sales during the same period at slightly
over 1.0 million fons of urca. bvan if this projection werc-reduced by
Ihovereont to ztout 1,1 million, and deducting beginning stocks, about
500,000 -tons of imports would be needed to cover rcqujrumcnﬁs. Of that
quantity, rirm contracts have been placed for only 183,000 tons, leaving
over 300,000 tons of urca uncovered.

Phospatic Fertilizers

With the exception of a small quantity of single super-phosyhaote,
Pokistlon producqs no Pp05 fertilizer. Requirements are estimated ac
between 230,000 tons and 430,000 tons of P O fertilizer, in terms of DAt.

J b ? r) J
Boginning stocks, domestic production and contracts for imports provide cnly
about 140,000 tons, leaving an uncovered balance of betweoen 200,000 and
400,000 {¢vs of DAP (or equivalent),
3

Thﬁ foregoing figures are for CY 1974 butlcan be used as a reasonable
eslimatle for the iwelve month period beginning 7/1 . For that paricd,
we expoct thal Pakistan will have available AID financing cof 12
previded from ¥7 7h and FY 75 funds. At current pricéﬁ, that quanziiy

vould buy leas than 100,000 tons of DAPR and/or ureca, less trhan 20 percent

of bukiston's minimum uncovered requiremonts. Pakistan may be able to
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contrect with off-shore sources for urca and is now attempting to do so.
DAP will be available only from the U.3. and preference in purchasing from

the U.5. would Lherefore be given to DAP.

1V, amrladoahy o Proposed FY Y75 AIT Fertilizrr Frocurement: 70,000 tons

~ . . . R
Hitroienons Fortilicer

.4

Phe Government of Bangladesh expects to cover its entire requiremsnis
from domontic urea plants, At the present time, these requirements are
about 400,000 tons annually.

Fhosphatic Pertilicer

a. Two TSP plans, one of which has never been operated, are
expected Lo produce about h0,00b tons in the period from
7/1/M Lo G/30/75.  About ].O0,000‘t.ons of rock phosphate
(currently ot about $80/ton CIF Chittagong) arc neceded for
that production.

b; Total requirements of TSP during that veriod are estimated
at 220,000 tonsf Deducting from that figureOSO,QOO tons of

- local. production and about 20,000 tons purchased but not yet
delivered, leaves an uncovered requirement of about 120,000
tons.

¢.  We expeet to provide about $5 millicn to Rangladesh for
fertilizer imports during that period. That amount would be

available Lo cover imports of TSP from U.S. and orf-shore
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sources and rock phosphete, Most, but'nuat all, of the T3P
would have to come from the U,S,, and we, therefore, propose
thul the export of 70,000 Lons of T3P from the U.5. be
incinded in cour caleulations of the level of minimal

expoerie: needed {rom the U.S. to sustain food production in

IDC's at least al its present level,

V. Afthanirtin: Panonnd PS5 AT Porfilines Procurement: 15,000 tons
Afghanistuﬂ will need to import about 30,000 tens of urea and DAP

in addition to current stocks if it is to sustain the laovel of present

use.  About &Y million is available under ‘o current AID loan to finance

fertilicr dmporls. Thet waount would buy about 15,000 tons of urea or

DAD al currenl pricon,
VI, Cambodin:  Proposed IFY '79 AID Fertilicer Procurement: ,000 tons

with the recont interest in incrzasing agricuitufal production in
thn secure arcas surroundins Phnom Pehn, a modest requirement for 8,150
metric tons (5,000 urca, 3,000 phosphate and 150 mixed fertilizer) has
suriaced.  However, Lo date sources of supply to meet this need have not
been fowmwl,  AID propeses to {inance N,OOO'Lons in ¥y '"7%. This will not
obviate Lhe need to import cubstantial quantities of rice. Its main
affect will be Lo susiain the boginnings of more modern practices in

the agricultural sector,
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VIT. Snhel Countries and other Arriea - Proposed FY 1975 AID Fertilizer
" Proecuremont: 04,000 oo

The Africn Burcau is currently in the process of identifying programs .
in the Sabel, and other Africen countries, focusing pariicwlarly on cereals
and livestock production in the Sahel and other basic economic requirements
in other African cowntries. Teams will be dispatched sheortly to the T'ield
10 design activities that will permit obligation of funds from the Specia
Snhel und by the end of the current fiscal year. The Bureau anticiy~tes the
development of sever;] netbivities in the Saliel and other aveas which will
iMelude requivenants for fortilizer procurement during early IY 1975. They
foresee at this preliminary stage the requirement for 1¢,000) tons of nitrogen,

4,050 tons of vhosphatic fertilizers and 1,75C tons of potash.
) » 1D

VII.. Cenbro) America and Caribbean Countries - Proposed FY 1975 Fertilirzer

Peocuvenznt: 10,000 ;ons

The L. A. Bureau is currently in the process of identifying small
farmer credit programs which mey be in jeopardy unless special efforts are
made to assure avallability nf the additional fertilizer requirements to
successiuily exccute them.

As of March 197h the L.A. Bureau hus identified programs in Guatemalsa,
Honduras, Nicaragua, Haitl and the Dominican Republic as” possibly requiring
special attention.

The program in Guatemala 1s ongoing and the programs in the other
countries are currenily being developed with the anticipation that Loan
Agreements will be slgned during fiscal 197k. Approximate total requirements
are for nitrogenous fertilizer, 7,500 tons, phosphates, 2,000 tons,

potash, 500 tons.



A,T1.D. Finenced Fertilizer (Awards) All Countries

Fiscal Yecar
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mam
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Tolal

Mobtric Tonsg

1,943,153
2,009,453
3,423,290
2,119,538
1,010,148
6ho, 819
708,495
949,137

557, 000

700,000

10/1/'1%
10/1/13

Value

$105,122,385
123,534,681
186,796,553
110,590,805
62,603,982
33,090,091
48,867,148
93,178,265

€ Ui, 23,000

175,000,000

Freight T'rices

Gulf -~ 1ndia
$12.00,/ton

41,00

ARfiEX C

Price Per Ton

~
jake)

(excluding fra

$54.09
61.59
54,56
£1,hh
60.18
51.63
68.97
98.17

115.30

250,00

ight )



F7 1972 Tonnas: E I300/T

Country Tons From FY T7L Funds Yron FYOYUS Furds
South Viet Ijam 332,700 22,0007 = 395N 30,0077 = ¢
Pakistan 100,00% 50,000 = 315 59,000 = 315
Bangladesh 70,000 50,000 = 1154 20,000 = 3 M
India 130,000 0 130,000 = §39M
Afghanistan 15,000 15,000 = 3L.5M 0
Cambodia 4,000 0 Liooco = $ 1.2M
Africa 2,000 5,000 =$ b4.5M 9,000 = $ 2.7M
Central America ’
& Caribbean 10,000 10,000 = $ 3M 0

703,000 460,000 = $138M 243,000 = $72.9M

¥Total includes agriculture input loans intendad to include

and some machinery.

lNlo further breakdown available.

ANWEX D

Cenrsrazgional Presentatic
Ty 1le75 Toimat Sop Fertiliner
Tons &
375,00CT 1100
No est. outcide 3 z2.0%
of '75 tonnags:z:
50,000
o est. outside g 20.0%
of '75 tonnages:

20,000

130,000 $ 75.0%
0 0
15,000 $§ 1.5M
25,000 $ 7.5M

15,000
$3C,000 $236.0%

tertilizer, pesticides



' ARITEX B

Options, Alternatives and Obstacles

1, Alternstives to ATD-Financed Fertilizer Procurement

Because AID is a half-way house of domestic and LDC interests, we
carcfully analyzcd the nlternatives to financing the procurenent of
fertiliver. The npparent glternatives and their merits follow:

a. Seud food instend of fertilizer. The U.S. is an efficient

producer of foodstulls. ©Cne product ton of Tertilizer in the LICs produces
about U tons of milled rice; in the U.S. the multiples are greater. The
problem with this often suggested solution is that Toodstulfs are in short
supply in the U.5. and U.S. food cxports are no morc popular than experting
fertilizer. rorc important, the solution makes very poor econonic sense ror
A.I.D. "he fertilizer will cost A.L.D. in excess of $300/t0n wvhile the
tonnage of rice produced by that Tertilizer would cost $2400. When freigcht
costs (up about 1505 in 1973-74) ave edded for one ton of fertilizer vs. & ton
of rice, the alternntive is all-the-more readily discarded. What this
alternative does point out is that thcre'is a world-wide inflation in
foodstufls so that the LICs cannot realistically import foéd to make up for

delicilts of fertilizer.

Vs

b. Help the LDCs raire the vroductivity of their fertilizer
423@33. In the developed countries fertilizer producers operate at about
92—95% capacity. The optimum appears to be about 95%. -In the LICs the
average operating rate is about C6-T0% of capacity due to diffi;ulties in
obtaining rav materials, elecﬁric pover fluctuations and shortages, labor
problems, faulty equipmont (1uch of which is imported), and a host of

miscellancous vroblems that arise from an undeveloped infrastructure. Eoth

TYA and USM peint out thet cue ahort-torm solution would be to raise the
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efficicney of L2 fertilizer plants. Put this is casier said than done
and would tabe two-~to-three years in lhic best of circumstonces. A,I.D. and
IBRD-Iinanced experts hove consulted on the operations of IDC fertilizer
plants (in cornecetion with yplant construction projects) for over a decade
with little startling results. Under contract with TVA we continue to o fer
such assistance end have recently called it to the attention of appropriate
‘missions. hile these efforis should continue, this will not obviate the
need for foreirm supplics even if this assistance 1s much more successful

than past <iforls,

c. Help the INDCs build new production capacity. This issue has
been studied bocouse of its possible importance in the years 1977 and beyond.

 deals with production capscity.

A separate polley iar

d. Procrome Lo yinld hotdor Tartilizer neea ond leoeg wactome in

the LICs, TAR's vreliminary essessment is that there are promising
technological develoiments which may prove important in future years,
No short-term conoral. solutions appear in sight from ongoing fertilizer
research which will obviate the need for large scale LDC fertilizer
imports over the nexlt scveral years.

e, Fncourare othar donors to finance and export more fertilizer

“téfiDCs. The option of encouraging other surplus producers to finance
LIX purchases or open their markets more to LDCs has slight short-term
potential ~-- but some possibilitics in the future. Among current surplus
producers Western Europe and Japan are estimated by USDA to have 85% (6.1
million nutrient tons or abcut 12.2 million product tons) of this year's

exportable production of
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nitrogen, the U. S, will have 4%% (1.4 million nutrient tons) of this year's
exportable phosphate production snd Canada wil). have about 73% (3.9 million
nutrient tons) of the world's exportable potash production. Our most reéent
information is that most if not all of the exportable guantitics to be
produced this year by obher donor nations have been comitited threush the
private merket, There is 1ittle reason to cxpect help from these donors this
year, but there may be room, poarticularly vis—u;vis Canada (in the lesser
important potash fertilizer), to push other donors to supply a nd/or flnaﬁcc
more fertilizer exports to the LIXs out of futurc production.

In the lenger term, new fertilizer capacity in thé OFPEC countries might
be linked to purchasing errengements from other LIXs: e.g., Venezuela/Beouzicr
with Prazil and other LA countrics and Irdn/hurant/lru‘ with India and
Bangladesh. This may take 2 number of yenfs, but it is one of the possi-
.bilities which FAQ/IPRD huve been thinking abouw

/
al ! e FPinonce 1e*ti.i ar procurarnent only from non-U.S. sources.

H i
BOCQu,P of difficultics in vrocuring from the U.S. maorket, A.I.D. has already

pllempied to nnximlee dircet and indirect procurement rrom offshore asources.
In 1972/73 “b% of our fertilizer was boucht offshore from such Code 9%
developing couutrl'“ as ilippines, Tadwan and-Korea. These nations have
noy embargoed exports to preserve their supply for domestic needs. In
recenl months LIXs backed by AID financing also have tried to make some
purchases through bids end negotiations from Code 899 developed Free Worid
countrics. Bul these attempts have been only limitedly succe"vful.

While the non-U.5. rmarket has continuing votential for the A.I.D.
fertilizer financing yrograem, it has been too unreliable to permit us to

)
t

plan te be entirely dependent upon it. Wonetheless for many reasons it willi te



wise to contlnue to masimize Tinancing procurement from non-U.S. sources.

‘h. Take steps to permit A.T.D. “0 resume financing U.S.

fertilizer exroris. Tt is only after reviewing all the other options and

finding only 1iaited potential o them that we conclude that A.I.D.
fertilizer export Tinoncing {rom U.S. sources as well as world markel sources
will be necessary to corrcetly address the present LDC problem.

2. Obstrceles to A.TI.D.-financed Procurenent of Tortilizer on the

U.S. Market: Uhe Thrant of an Frbarso

An existing end e potentlal obe stacle prccludc AID freely entering toe
U.S. markel:

A de Tacto emburgo of AID-Tinanced contracts by the U.S. industry exists
which, moxe precisely, is a policy ni’ obunnihr AID-Tinanced business. This
arose as pert of an crrangement the fertilis er' industry struck with the Cost
of Living Council on Cotover &0, 1573, i which Lo excluge for deconteolling
the donestic prices of fertilizer the industry agreed to limit its cexports.
This has been scrupulously sdherad {o by bhe industry as far as new AID-
financed U.S. purchaces are concernaed. Recent AID-backed ‘tenders have received
no U.S. responses. The industry/Council arvengement is to last until
June 30, 1974 notwithotanding the fact that the present Economic Control Act
15 to expire on April 30, 2.97h.

A second obstacle now threatens AID- financed U.05. fertlllzer exports:
the threst of a totel cmbargo of U.S. fertilizer exports. Last October there
was some pressure Lo enbargo ex morts, specifically AID-financed exaorts, dut
this was successfully opposed with support from the National Security Council.
Within the past few weeks 8 louse Resolutions and 9 bills have been introduced

in the llouse to embergo exports. Tnese resolutions have been co-gsponsored by
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over 129 members. ALl have been referred to the Sub-Comnitt ec on International
Trode q“ the Heuse Coamittec on Banking and Currency. Chairman Ashley
(ohio) hrs schoduled hearings for April U2, We have not yet been requested
to testify, but state Department Congressional Relations has received an
informal telephone request for the Stete Depactment to provide a witness.
Roth wo and the industry spokesmen belicve that the Senate is less
farovably inclined than the House,* but key menbers of the McGovern
Conmitter have been meceting to decide on @ position. There is more of a
chance of House endorsciaent of an embargo, but it does not seem probable,
Nonctheless, the Pertilizer Institute has peared up a campaign against
the resolutions based on the fact thai the U.5. needs imports more than
exports end hence must keep the trade channe}s open.

oplions vis-c-vis the Threatened Iwba~ ~ and the Cost of Iiving
3. ) .0 3

——eete - — ———

Council Arranjyenent

a. Optiony vig-a-vis vo”nJhLL Cuuircs:1on&llv imposed embarco,

We will have to defend our fertilizer procurcment policy to the Hill at one
{time or another during the next weeks -~- certuinly‘during our own hearings

We will also need a position in connection with the Sub-Committee on Internz-
tional Trade'héarings 2)though others (State, the Fertilizer Institute) ﬁtgrl

indirectly represent us, Since we do plan to account for about 6% of vrojizci=d

(L

U.s. exports in FY 197H, w can hardly hide the fact that we plan te be =2
factor in the murket. What we necd to do is to effectively emphasize that

A T.D. will be & minimal factor, largely finoncing purchases by LDC govern-

¥ No Senate resolutions on cmbargoing exports have been introduced to our
knowledge. Senate Rqsolutlon 269, introduced February 25 by Scnators iicGeovarn,
Alken, Allen, Pellmon, Clark, Curtis, Dole, Hastland, Helms, fuddleston,
Humphrey, Telmadge end Youny is muinlv aimed a2t assuring the Tertilizer producefs
priority in the natural gsas and fuel Llines, but also calls for "The Cest cof
Living Council and the D”L“l..n’mn of Acriculiure and Cemmerce (to) continue
their monitoring and reporuing of rortilizer supply ava ilabilities, wholesale

and retail prices, end cxport shipwents...”
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ments rather than (as appears to be the imayge among some) a large, direct
competitor deminating the U.S. export market. If we opt to be more involved
/ith the Sub-Comaittee hearings, we can testify, we can send letters or we
can supply other witnesse: with the facts. Perbaps a combination of these
options should be used. sthate, better than we, can cxpress the foreipn
policy interests of supplying South Viet Nam (our main proposed recipient)
and South Asia. We, perhaps better than others, can defend the actions we
have taken to minimize our U.S. export market share, The Institute and
3DA will carry the ball on the necessity of U.S. imports and the‘real
threat retaliation poses for us if we cmbargo,

on balence, although passage of an cmbargo does not now appear probable,
our margin has not been so wide in the Housp that we can ignore the large
number of Congressmen who are undoer the impre§3ion that A.I,D. fertilizer
procurcizent is a serious threat to their constituents' interests. Therecfore,
we do recommond that we moke an effort possibly through A,I.D. witnesses
with indirect cfforts through State and the Fertilizer Imstitute to
demonstrate to the Sub-Committec and through them the louse, both the special
efforts we have made and will continue to make to be a minimal factor on
the U.S. marﬁet and the special needs of the ILDCs to obtaiﬁ fertilizer.or

[~

face the possibility of an extremely serious world food situaticn.

In the unlikely cvent that an embargo is passed by the House, we should
be prepared to move strongly to hcip defeat it in the Senate, or at least
1o be sure that an exomption is included to permit A.T.D.—finadcing of
the total FY 1975 requiroment.of 700,000 tons, k70,000 fons from domestic

sources and the remeinder offshore.
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b, Options vis-n-vis the Cost of Livinig Council (CIC) arrense-

ment with the Pertilizer Institute, While U.S. exports of fertilizer are

permitted under the Arrangpment, new contracts are not being accepted.

It is this fecature which has effectively precluded A,.I.D. from assisting

in financing dircet or LDC procurement of fertilizer from the U.S.

As & result of "jaw-boning" by the CIC during November, December and at

its mecting with the industry on January 10, 1974, U.S. fertilizer
producers fecl that further exports -~ even to A.I.D.-financed

programs -- would subjcct them to the risk of reimposcd price ceilings

or other retaliation by the CIC. The industry spokesmen have freguently
pointed out to Dr. Dunlop (Director, of the CIL) that there is need to
export to the less-doveloped countries; he hds'consistently responded that
the 1.8, domestic price is his principzl concern and that he is notv charged
with oversecas policy questions. The industry has been seeking some
expression of Executive Branch policy regerding exports; the Fertilizer
Tnstitute will not urge its members to respond to AID»financcd tenders or
ingquiries until the industry is protected by such an expre “sion of policy.
If the CILC continues in operation, then this cxpression of policy should
come through it; if not, some othor Administration spokesman should

give a written statement of policy to the industry. It is our undz=rstanding

sco) is prurarzi

that the Under Sccretary of State for Political Affairs (Mr. s
to join with the Administrator of A.I.D. and with the National Security
Council (Mr., Cooper)* in discussing this question with the CIC and

with the Secretaries of Treasury and Agriculture if necessary -- at the

appropriate time,

¥I{ shonld Ue noted that ISC hes recently established o Fertilizer Sub-Cermmittee
wnder the Chairmonship of Ambassador Edwin Martin., Members are State,
Treasury, Commerce, Agriculture, AiD, C2A, FEO, CIA, CIEP and OMZ.
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Identifiod Donend Tor AL T.D, =Tiroreod i fortilisor

—— - ——

Procoesaonts Ihe major jurehases Dov Y 1970 hove bean made by April 1974,

—— e e e o s

Since th> coubte shortazsas Locums evident, wo huve {inanced 1Dls!

Aprocny nme frow eny IFree Vorld source.  We hove also obzerved a self-
imposed ban on chisping fostilizer out of the ULS. during February
throeush Doy when U3, fuen use is ol 44 rzak. .o more shipments of

A T.D.-Tinanced Ceetilicer Trom the U.S. ave anticipated during the
remainder of By 'rh, There ray be a few AJLD,-Tinonced shipmonts out
of thz Liddle Fast in May or June. We will endeavor to negoviate and/or
approve IDD procurenant awards in Jure of thic year, but this will all
be in comnacebion with 7Y 1g7h
1,658,200 rroduct tons®  this iiseol Jear, but . dua 0 marnet shorvages,
we have conly been able to finance and ship 506,000 tons so far iron all

sources,

¥ Tonnage figures are in Product Tens, unless otherwise noted.

fertilizor
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In plenning for PY 1975, ve have annlywzed the arcas hardest hit

by tha fertilizer crisis snd hove token into account JDC balance of
payncnts preblens and our progrem policics. The mest compelling needs are
in Soulh Vict s, Bongladesh, Pakistoo, India, the Sahel and other Africe,
Cambodia, Afrhonisten, ,fLQ-u] fmerica ond the Caribbeau. Situation reports

setting forth FY 1975 fertilizer needs for these arcas arc given in
‘Anmex B, The reol uncovered ﬁc ds of these countries fof Tinancing
and supplying fertilizer is well in excoss of one million product tons.
A.1.D. is consticined by the emount of funds available to us and by
product cveilabilities in the U.S. end world parkets. We belicve it will

be necezsary aud possible for us to finance the procurament of -about

700,000 tens in FY 1970, Goverrmental policy ins, we belicve it

will bo pessible fo obtain ahont L0, 000 tons from the 11,20 market in

FY 197%. The remzining requirement of about P,u,OOO tons will have to be
procured fron the world market, Sinco‘the situation is a f{ast moving OL-,
we will hove to re-cxzamine bhese plons bolore we move.

The emount proposed for domestic procurcment is less than one prercent
of the total availeble donz tic supply (doméétic preduction plus normal
imports) end is less thon the amount we have plclod up from the demastic
markot this year, We think it is the optimal amount we can procure wWith-
out becoming too large = factor on the domestic marke

A requirment for FY 19795 for procurcment of 700,000 Lons has been
identified by the regional Pureaus. At cﬁrrent market prices,

including ireight, the cost would be §$185-t0.220 million (which swms

are available in our proposecd FY 1975 budget ). While closer analysis might
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shuve
likely cxeoed SU00 million Lt will still be

volun» o Agoney prchases, whe chart bolow

A.I.D, Financed Fertilizer (forards)

Total

Pisenl Year Metric Tons Valuc

1965 1,943,153 . $105,122,385

195" 2,005,453 123,534,051

1958 3,423,250 186,795,951
1969 2,119,533 110,590, 80%
1970 1,010, 1hE 62,603,007

1971 642,87% 33,090,091

1972 708,195 48,867,158

1973 949,137

93,178,265

1974 1st half 557%,000 € I, 384,000

ona holi B3T.

19°7h

700,000 175,0C0, 000
) 5

1675 EST.

Yreight Frices
Guif - India
avy L) (2 $12,00/%on
10/1/13 141,00

Bading senuary 197 Bh75

A1l Countries

Lhoese roquircnents seneanat, the total idontilicd requirement will
sirnilicantly Lolow the noral

55 a list of previous annual

Price Per Ton

(excluding freigh

$54.09
61.59
54,56
51,k

A0, 18

51.63
65.97
93,17

115.30

250,00

Sade
N
'J

)
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I T
Ve estimate that abont two-thirds of the financing required for
FY 1975 ohiceonte will eome from FYOL97H funds.  The FY 1975 Congressional

Prosenteticn will show o fertilicer and reloded egriculture inputs budget

i

NS presy ents an analysis of the

ol &230 willion., Thoe chort on the next

e

source of funding fur P7O1979 feriilizer shipments and a listing of roquasts
Cor Coriilizer fundins to be included in the 1Y 1979 Congressional
Prescntation.,  From this snolvsis we conclude thel sufficlent funding

should be available for the FY 1975 fertiliszer procuremcnt recommended

I

Fran our analysis off the world s 1 situatlion, we estimate

that at least (00,000 tons/ysar costing over $200 million will be

. - r - . . 0 -y 7 -y
required {or AID financing for FY 1970 and FY 1977,



Country

Central America
& Caribbean

Ty T e sy oy
PERTILIZER EUOGHE

— 4 , —_ [ ——
O:»,/' 7 1917
Tons Jrom 7 7Y S ranas Tons
= 3 . A ~ A . ~ e -
222,005 320,000T = 3Goi 32,2837 = gl 372,00C7T
102,22C £0,000 = 3151 59,002 = RISV MNo est. ©
ef '75 te
50,000
Fs . - A 7 - :
70,320 50,000 = (154 20,C73 = 3 &M No est.
of '75 %o
20.0cC0

130,000

15,500

10,000

703,000

15,000

5,000

10,000

130,009

3h 5 ¢

= $ l.2M

= 5 2.7™

(@]

L(:0,000

243,000

¥Total includes agriculture input leans intended to include
and some machinery.

()

¥¥ I'inanced Trom TY 1973

flo Turther breakdown ava

10
i

lable.

<€)

$

20.0*

75.0%

&72.0M 630,000

fertilizer, pesticidaes

15,000 $ 1.5u
25,000 3 T.°%
15,000

5235.0%



The ¥'Y 1975 requiremsnts wre swamavized aus follows:

FY 1975
Country "Ponnage Type
South Viet Nam 195,000 Nitrogen
155,000 Phosphate and Mixed
Sub-total (350,000)
Pakistan 100,000 Phosphates or Nitrogen
'Bangludemh 70,000 Phosphates
Indin 130,000 Nitrogen or Fhosphates
Afchonistan 15,000 Nitrogen or Phosphates
Crunhodia 1,000 Nitrogen or Phosphates
Sahel and other Afriea 2li, 000 Nitrogen or Phosphates
Centbral Averics/Caribbean 1.0,000 Nitrogen or Phosphates
Total FY 1975 703,000
Rounded to 700{000

The 'Y 1975 tomnage coming rrom the U.S. (470,000 tons) will not entail a cut
from present levels of fertllirzer available‘fo the American farmer since

(a) it will be swaller than pest ALD purchascs ana (b) USDA estimates that
1,765,000 in new domestic fertilizer production capacity will be added during
FY 1975. The AID requirerent is about 5.9% of the total U. S. fertilizer
exports forecast by USLCA. The total requirement of about YO0,00b tons/year for
FY 1975 compares with an average of 1.6 million tons of AID-Tinanced vroduct
shipments from 1966 through 1973. The lowest amount of fertilizer we financed
in any one or these years wes (40,000 tons, snd that low figure was attributabla
to the hostilities between Indip and Pakistan, when virtually ail aid to these

countrics ceased,


http:srialJ.er

ANREX

Page
COUNTRY SYTUATIOH RIPORTS)
1. _South Mietranm - Prones {FY '75 AID Pertilizor Procurement: 350, 0CO_tons*

South Vietnam is denzadent upon AID-financed fertilizer. WHithout
fertilizer the SA Burcau foresees the country nceding to dmport large
volunes of rice which itself is in short supply. This would lead to a
diversion of scarce foraiga cxchange and an eccnemic slowdown., If
naither fortilizer nor adequate imported rice wvers available, the country

would face a grain deficit, hunger and some peckets of stavvation.

The aim of AlU's curvent fortilize: fwport program in Scuth Vietinam
is to help tha country attain vice se 17-sufficiency by 1976-77. Reaching
this goci s dazpendent upen the success of several cffor.q, including
dnihle-cvonning, viiey contral crpanted acroage and exnanding the acreane
plantad Lo nigh yielding veriotics. However, most significant is the
cxpanded use of high yield vu.1&ties'(HYV) and fertilizer. The area
planted to the high yield varigties of rice in Vietnam has increased
from 55,000 hectares in 1568 to 875,C09 hectares jn 1973. An additional
arca of about 400,000 hectires is suitable and still to be planted to
“he high yialding varietics, MHich~~whe:'ferti1{zed--wi11 increase the
total rice production-capacity of the nation bv about 15 percent ébove
its current level.

Given current and planned usage of.fertilizer, each ton ot ferti-

lizer will produce some three to four matric tons of rice. Thus, there

YT Tormage figures in fanex B are in product tons.
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Page 7

is a direct trade-off between fertilizer usage and the requirement to
import rice; if fertilizer can be provided as required, the U.S. may

redquce its rice exports to Vietnam.

In CY 1973, AID financcd the procurement of 480,000 metric tons of
fertilizer. The projected CY 1974 import level is 400,000 metric tons,
of which AID is planning to finance 350,000 metric tons at a total
estimated cost of about $115.0 millien. To date only 44,000 metric tons
have been procurcd and the total projected requirenent may not be found.
In this event, Vietnam would not be ab]é to increase productioh each

year and rcach rice se]f-sufficiency as planned by crop year 1976-77.

During cY 1975, procurcment action should be taken to assure AlD
procurenent of approximately 350,000 metric tons. It is realized
procurement of prejected requirements during the next three years will
be difficult To achieve, bht the SA Burcau believes AlD must make every
effort to support the production of rice or be prepared to accept the
consequences of lower yields. That could very well mean that the

United States Government would be asked to increasé rice imports to

offset fhis 1ossS.
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17, Tndin - Propos- ®Y U715 AMD Tertiliver Procurcaont: 120,000 tons

Tn 1972-7% 1ndia is expected o Le 40 percent short of
fertiliver -- relative to Plan targets. Relative to pust availability,
however, the chortfall will be only about 1% percent belew the previous
year and 8 prerecnt relow the record crop production year of 1970-71.
Fertilirer is only one factor affecting production: this year rainrall
wos pood, waler reservoirs were full, and irriga vt ion cﬁ}andcd by about
2.9 perceent.

In  1973-7h, India will produce about 1.5 million metric tons of
forlilizer nulrients, and import aboul 1.1 million tons: total anticipatel
availability was aboul 2 0 mllllun tons. Ho far, actuul imports have

renched about 0.9 million tons, indi sating an 0. 3-million-ton shortege.

paLimabes of fortiliver-yiceld response suggest this may reduce notential

Coodgrair - .auetion by 2 to 3 million tons. Actual proluction, howevzw,
should be well above last yeor 's low, and may slightly oxceed previous
records.
The effect of the current fertiliczer shortage sheuld cenber on
wheat, whiéh gconunts for about 10 to 17 percent of India's fertilizer
.
use. overall, the impact of the fortili:@f uhorUW"O of the 1973 ~Th crov

docs nol appear too groat, a]thoubh Jor C%?iil srain preduction will nov

reach Lhe record of 1970-T1.

xProm Foreign Agriculture Service reports
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ARNEX C
Page 9
The 197h-ry crops, however, may suffer substantially from the

fertili.or ashortase., Mo insure furtili:c. supplices for this swmer's rpico
cerop, Indin pust conbract for fertilizer imports now, and supplies
available on world markets now are small and very high-priced, Cqupled
wich the petrolewn price increases which wiil drain her foreipgn exchanga
rescervers, India will probably have great difficulty meeoting fertilizer
requiremnts. Obteining the neeessary imports and quickly stimulating
domestic fortiliser production will require strong and decisive govern-

.

mental evion, which may be very difficult in the current political
climate of shortages and riots. The Acia Bureau has no detailed reguira-
ment ficuves {rom India since discussions on reswaption of &id are only
abonut Lo Legdn, the furepoing analysis by-USDA forasecs substantial
sshorteres of fortiliser during the 974 /15 cgop year, It is also quite
clear that domesiic production will not come near neeting needs, rarticulariy
in the preduaction of PPOS material which relies on imported rock or
phumauid.

ALD inanelins ot rv”*1'1“cr imports in ¥y 1075 1oy r2ach $’5 millicny
Lhat h;ﬂh prppprtjnn ot iunds that may be avgilablu fer India refleazis:
the lmporiance attached to assisting in aveiding . a crisis in Indian

rood grain production,  That amount would buy abeut 150,000 tons of ursa

o DA ol presenl prices.
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J1I. ptakinton:  Pr 7 oced BY O'YYS AID Fertiliver Procurcment: 100,000 Lonn

b
"3

Nitroseneasn ot .1

19
S —————— —

Jocol yproducticn during CY 1970 is expected to provide about 570, GCO
tons of urea. Stocks al the beginning of thoe year were 90,000 tons. The
Governmemd, of Pakistan projects sales during the same period at glightly
over 1.9 =idlien tons of urea, Bvan if ibis projection werc-reduced by
S% oyorecnt Tto sleout 1,1 :i17ion, and deducling beginning stocks, about

T imporis would be needed to cover requirements., Of that

Ao

-
-

o

-
<
4
o
c
o
-
L
~
”
[}
[21

Iy

quantity, Tirm contraets have been placed Tor only 183,000 tons, -leaving

over 300,000 tons of ures uncovered.

Phogpotic Forfili-ors

With {c excepnti 5f a small quantity of single super-phocphate,
Pakistan profuces no Pﬁoj Tertilizer., Requircmonts are estimated-ac
belween 230,000 tons and 30,000 tons of P O fertilinor, in terms of DAZ,
Beginning stocks , dones tic production and contra ttu for imporss provide CcriLy
about 140,000 tens, leaving an uncovered balance off between 200,000 and

hO) GO0 Luens o DAP (or cquiva lhnt)

The forsgoing Tigures are for CY 1974 but cen be used as a reascnutlz

esbimele for Lbe twelve menth period boginning 7/1/75. For that yaricd,

we cxpoct that takistuen will have available AID finznceing of 222 milllitiz,

S

previded from ¥7 7h and FY 75 funds. t current rrizces, thet quantiiy

would buy less than 100,000 tons of DAP and/or urca, less than 20 percend

of Pukistan's minimum uncovered requiremonits, Fakisten may be able to

o



mmeieie gy

Fagell

conlreetl with of'i'-shore sonvees for urece and is now attempting to do so.
v

DAP will be availuble only £rom the U.d. and preference in purchasing from

the U8, would Lherefore be given to DAP.

IV, araadechs  Proposcd PY TS ATD Fertilizer Procurement: 70,000 teons

Hitrooonos Forbilicep

The Governzent of Eungladesh expecels to cover its entire raqulrax?"‘s
from dementiie urea plants, Al the present time, these requirements ere
about hCo,020 tens annually,

])]U‘[“" l(‘ I'(lr ul'\’n\‘

e, Pvwo T3P plans, one of which has never been opercted, are
expected Lo predice about M0,000 tons in the pericd fren

P
AvEE]

/L0 to G/50/75.  About 100,000 tons of rock phospho
(Clll‘]'('_‘l)"u].,‘/ at ebout ":E:O/tcm T Chibin; rrms) aros neodoed for
thal production.

b, Total requircwments of TSP during that peried are estimated
at 220,000 tons. Deducting rrom that figure £0,000 tons of
local production and about 20,000 tons purchased but not yet
delivered, lcaves an uncovered réduircment of about 120,000
tons.

<, We expoeet to provide about $29% million to Bangladesh for

feortilicer imports during that pesiod.  That amount would b

eveilabile Lo cover imports of 18P from, U.3. and off-shore
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sources and rock phesphate, Most, but *not all, of Lthe T3P
would have to come from the U.S., and we, thercefore, propose
thul the cxport of 70,000 tons of T3P frem the U.S. be
included in our enlculations of the level of minimal

expores needed 'rom the U.S. to sustain food production in

IDC's at leasl al its presont level.

{1}

V. Afthaninton:  Prerosed Y '"75°ATH Vertiliszer DProcuramont 15,000 4om

Afghanistan will «cd to import about 30,000 tons of urea and DAD
in addition to cwrrent stochs i€ it is to sustain Lhe level of present
use.  About $Y willien is availeble under a curroent AID loan to finance
fertidiver imporis, PThet caount would Luy about 15,000 tons of urea or

DAP ot current prices,

VI, Cambedia:  Proposed FY '79 AID Fortilizer Procuroment: 4,000 tons

With the recent interest in inerpasing agricultural producticn in
the sccure arces surrcundine Phnom Pehm, a modezt raquirement for 8,150
metric tons (4,000 wrea, 3,000 phosphate and 150 mixed fertilizer) nas
surtaeed,  llovever, Lo date sources of suppiy to meet 1his need have noi
' .
been found, AlD propeses to finance B,000 tens in FY ‘Y75, This will nes
obviate Lhe nead to import cubstantial quantities of rice., Its main

affect wiil be Lo sustain the begimings of more modern rraciices in

the agricultural sector.
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vii. 'h01 Conh’ - Proposed FY 1975 AID Fcrtiliwgz

l‘x oeures.

e Africe Durcau is cwrrently in the process of identifying programs:
in the Szbel, ond cther Africuan countrics, focusing particwlarly on cereals

and livestock vroluetion in the Szhel and other basic gccnonic requirenernis

bl

in obther African countries. Teams will be dispatched shortly to the Field

to design activities that will permit obligation of funds from the Suvecial
I 1 g 3

Sahel Fuid by Lhe end of the current fiscal year. The Dursau anticivabes the

develoj:ont of soversl activities in the Sehel and other areas vhich will

include requirveris for fervilizer procuwornnt during ezrly FY 1975. Tooy

foresce ~t this proliminery stoge the requirement fov 16,000 tons ¢f nitrc
h,050 terns of phoophntic fertilivers and 1,750 tons of potash.
Coviblioon Countrics - Propcsed FY 1975 Pertillinsr

VIIT.

Tons

The I,. A. Bureau is currently in the process of identifying srall
farmer croedit programs wvhich mey be in jeopardy unless upccnal efforts are
made to assure availoabilivy w} the additional fertilizer requirements to
successlully execute them.

Ae of March 197k the L.A. Buresu has identificd programs in Guatemzlsz,
Honduras, iicaragun, lnltl and the Dominican Republic as possibly requiring
specilal attention.

The preogram in Gﬁatemala is ongoing and the programs ih the other
countrics are currently being developed with the anticipation that Loan

Agrcements will be signed during fiscal 197k. Approximate total regquirementi:c

arc for nltrogenous fertilizer, 7,500 tons, phosphates, 2,000 tons,
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U.5. DEPARTNMENT OF COVIMERCE
Domestic and International Business
Administration

Wastungton, 0.C. 20230

Date: June 14, 1974

To: The Developmcent Loan Committee

J
From: Cc. A. O'Rourke, Acting Director (?.
Office of International Finance ’
and Investment

Subject: gangladesh Loan

Commerce concurs in granting the AID loan of §25.0
million to Bangladesh in order to finance the foreign
exchange costs of procuring fertilizers, fertilizer

raw matcrials, granular pesticides, and other agricul-
tural inputs. However, this concurrence is granted with
the following reservations, which Commerce requests be
noted for the rccord. ’

Due to their heavy dependence on supplies of petroleum,
coal, and/or natural gas;, fertilizers are in extremely
short supply not only in the U.S., but around the world.
World prices are greatly inflated, and are surc to be
pushed still higher if Bangladesh is encouraged to enter
the world market with a tender for some 73,000 metric
tons of urca and 54,000 metric tons of triple superphos-
phate (TSP). .

Although the domestic prices of fertilizer are considerably
below the average world price level, U.S. producers have
made a commitment to the Cost of Living Council to hold
down fertilizer exports in exchange for domestic price
deregulation. The industry is therefore trying to curtail
its phosphate exports, and the U.S. is in no position to:
export urca. In fact, we arc a net importer of urea by

a sizeable margin. The fertilizer industry is operating

at or nepar capacity levels in order to allow U.S. farmers
to increase their acrcage, in accordance with Department

of Agriculture requests. The near future therefore holds
little hope for increased production, especially in view of
severe shortages of raw materials.

Despite the wide differential between U.S. and world prices,
the tight supply situation is likely to prevent U.S. pro-
ducers from entering bids on the AID tender. Any producers
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who do offer to supply Bangladesh will be doing so at the
expense of the American farmer or traditional third coun-

try customers.

Commerce strongly rccommends that a standing committee be
cstablished with representatives of State, Commerce,
Agriculture, and other interested agcnhcies to perform a
continuing review of USG policies governing fertilizer
exports. This committce would review each proposcad
transaction, giving special attention to its likely effects
on the domestic fertilizer market.

Attachments: Concurrence Shects



