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*~SUBJECT: Fertilizer Procurement Policy Statement forF 19475 

Attac.',Ied i s the proposed policy statement on fertilizer procure
ment,~
 

It has b~een designed to deal flexi1.y t~j~.LQhaagg-~S ituat ion
 
_!5Liiiinends a FY 1975 level of' AID) fertilizer iacn
 

-T~f,7ia course of' ac ion,.designedtto permit .some,
 
.f ia c d exports of'U.S. fertilizer. A brief gals.
 

of' rational1e for, the statement follows the text, while
 
"iJr~nd information is provided inth annexes.
 

Recomtmendation: That you approve the proposed policy. 

Approve______ 

Date_______ _ 

Attachment: a/s 

Clearance: ~'~ ~ 
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<A D'Feti)4.zer procuremlent P c--F?9 anFY~9' 

' ' 1 . For FY 1975, AI1D sh1ould sustLain its pag-Plc f ssin 

LDCs to et their fertilizer needs, Withthe expectation that 
r;eqjuiiemts for financing fertilizer will also show up 4,n subsequent, 
:years, I chases should be'held to the minimum necessary trve assure '' 

adequate fertilizer in the LDs consistent with our available 
resources. It is recommended that in FY 1975AID-financed fertilizer 

":> 

be aout 700,000 product tons of which 470,000 is recommended to 
bepurchased from U.S. sources. 

2. It will be AID policy to finanice fertilizer to meet requ.iire 

ments from any Free World. source until supply and demand becomes 

more rationalized in the U. S. 

3. AID should be assured that our fertilizer activities are 

accurately portrayed in the forthcoming hearigs on embargoing 

fertilizer e orts. Efforts should be ma de indiectly through,, 

other witnesses and directly through AID witnesses if called upon, 

or deemed ne-essary. 

7 () 

1[. If-the proposed embargo legislation is:.not a factor by mid-
May, a-ppropriate steps should be taken by June 1, 1974 to permit 
U.S. procurement under -AID financing of 470,000 product tons of 
fertilizer during FY 1975. If the Cost of Living Council's life 
is extended, AID should initiate an approach through"DISC/State to 

ask Treasury to advise the Cost of LiVing Council to 'permit such 

procurement. If the Cost of Living Council ceases to function, 

AID should' seek an appropriate USG policy statement to reassure 

the !'ertilizer industry that it may compete for AID-financed 

business.. 

5. AID will continue to adhere to the policy of not shipping, 

U.S. fertilizer exports during the main U.S. planting 

season -- February through May.' 

6. -PPC in consultation with SER/COM will have responsibility ' 

for assuring that the above recommendations are carried out. 
Reports1 on actions taken and to be taken shall be regularly made throug-h AAC channels to the Administrator. 

">" 
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Problemi: Feti Aer is i~n extremely tight supply bothdm tiay n 

~; deqTe is gea pre ure,,from 'heLDCs to help them grow#their. 
own food by hep 4them 'obtain fertilizer .,~At thJe same ti many 

z'wr.zier 6~Trmr-gxpatrs! lie 6orin,mT aeforo--ec,-L--t-o'-&r 
aguarantee While this pressurehad notbeen reflected
their own supplies. 


Sin: 
 Senate. action by the April,1974 dabe of this paper, 8 resolutions '' 
Eui~ dad 9 bills had been introduced on the House side calling f:t'a U. 
embargo on fertilizer exports. er.2: 

Although AID has not been active in the domestic market during the current2 
U.S. planting season, we will wish to '6e a factor in the market about 

t 

June 1 1974, in order to obtain fertilizer 'for FY 1975. 

Although there are many dynamic factors in the situation which Will require 

close watching and possible .readjustment,-o- i.e. embargo legislation,
and~~~~~~h'otothe. fuueo a policy is needed 'nOw in~~ iigCucl 

ment actions. 

! Supply, Demand and Requirements .. -' 

The statistics on world supply and demand of fertilizer, particlarly the < . 

important nitrogenous fertilizers, are deceptive-as world figures on 
overall supply and demand are just barely in balance. But given domestic 

and foreign hoarding, transportation delays, productioi problems due to
 
shortagcc of"na-pth1a annd pctrolcwi = pil othocr baoscd *fccdctocRS _1nr) I i 

shifting demand in a few 'select sithation_ like. Brazil, 'market forces have 
not been able to fill demands smoothly. Instead, there is a great dealof 
unevenness I-hich has led to outright shortages in several areas and tV 
worldwide price lea s of unprecedented prbportions. The experts (US kTVA/IBRD) 
foresee a continuation of both a technical, narow World surplus in 2 

'fertilizers for the' next several years and uneven distribution patterns 
which wTill maintain very high prices until late in the decade Iwhen najor 
new production capacity is forecast. The world fertilizer problem has 
peaked in FY 1974, and Iwill probably remain at peak problem point for2': 

- :3-5 years. )2. 

2 2Pressure by the developed world to restrain fertilizer exports (particularly 

2' -in 2the U.S. and Japan) has exacerbated an already difficult situation for , 
the LDCs. The LDCs now depend on fertilizer exports from the developed :. .

countries and will remain dependent for 'the foreseeable -future. Many LDCs ' 

are finding it extremely difficult to obtain fertilizer at almost any price 

and these countries are facing real fertilizer shortages. The cumulative2 
impact of several years' fertilizer jshortage in these countries,:paiticular 

lythe Green Revolution countries (Pakistan, Bangladesh India South Vietnam 
and those countries dependent upon. freemrketimport to susta.in export2I ' 

agrcu,ur,!: (Bazl Mexico', will be large In Asia,' t iie 
shortage coupled with any other adverse occurrenc 0( vor'ethr2'2' 

http:susta.in
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Any poliy to help LDCs, obtain ferioIer i n once
 
medum to 'bn tar.Qnature f,'he 
 <e
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ov
by the. .tue 11 n be 61etd by,t, itwasiexacerbated !ctio thatllee win 

yer tu boycot
h-nexiftingt - r 

Options r 

We have reviewed the possible alternatives to AID.-financed procurement,
 
. . 4. 


4444 
 4.f4i.e.:. 
.w 

a) ,13hipment of' foodstuffs4' 44 

b) Hclping LDCs raise productivity of fertilizer
 

c) Helping LCs to build new production capacitye 
,44
 

d) Programs for better usage arid less wastage in D~s
 

:4ie) E couragement of other donors to finance and export more
 
... .fertilizer tib<'LD 


sources n 
f) Financing of fertilizer procurement only fromnon U.S. 


4.Optiofn c) is.the subeject of a separate paper. ., 
444 

study of. the options requires us to seriously consider financing procure
be met over thement since none of the opotions will assure that needs wil~l 

4 our analysis of the options is presented intAnnex B. 
next years. 


Failing to find viable alternatives torassisting LDCs finance and obtain
 

examined the neediest situatichs and have.fertilizer, we have closely 
at a minimal FY 1975 recommended. level ofAID-financed fertilizerarrived 

funds: .abou~t 700,000 tons of 
~ 4~, procur~ement consistent with likely available 

U. S. Annex C4 

which 4i70,000 tons are proposed to be procured from the 

presents an analysis of identified demand for. AID-financed fertilizer4
 44 4~ 

procIurement and a country-by-couiftry detailed analysis of pr~oposed44recipients.4
 

Obstacles 
444 

A de facto embargo of AID-financed contracts by the U. S. industry exists 
as
 

Cost, of. Living Council.of an agreement between the industry and the 
.444 4.4 4part 

threat of an export embargo is evidenced in recently introduced House ~ 4

The 
. 

resolutions and bills calling for a U.S. embargo on ferfilizer exports.
 444 , 

B discusses these obstacles in detail). Any immediate statement of
 
44(Annex 


t-\4 AID policy will be subject to adjustment as several questions are answered . 

4 4444 

4 
4 matter of legislation embargoingr fertilizer exports ii7ill hopefully be~The

during May as hearings Lre scheduled to4 start April~22. The.',.44 ~4 
~-Aresolved'~' 

on April 30, 1974+. We~received inomto ~ Econiomic Control Act expires 
~ ~44 "~rii~l 4 ,tat greements entered into tPexici.a1 iiutis r 

)ikelyto 41e&,enfor'ced beyond May 1, but:4tis~ is 5$not at all likely to be 
shudanone.Gie ti situation, theindust ~~ receive4 

4 4 44421,Ai4 > 4444444 

http:tPexici.a1
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a ,CeU ate~ teymay, excport uAder AID-financed contracts and ntb in, 
vioaton the'CLjC Thes o~rnes ef her p o,.greement"%Tith 	 m'tus 

available prior ,to the fertilizer~ industry,1 s intern tonnl mieetig'at t~<he 
reenbrier~on "June 9, 1974 because representativstofallJ ubstntiaI 

im porting countries, will. be present'and much ci' tbe' uieYs:wl 
be-taedout.'atthattie rdrn h fo-n~tp~'ei',ti.-et~g-.' 

Clearances: ' < 

AAC Fertilizer Sub-Committee:' 

AA/TA, JBernstein - Chairman (draft)
AA/AFR, SCAdams (draft)
 
AA/LA, lCeine (draft - lStochmn for)4
 
AA/ASIA, D acDonld (draft -Ahite for) .
 

Crisis Committee:AID Anergy 
PPC/DFBE, -:BKimballChairman (drai, 

~SER/CO14, WSchmeisser (draft) r//7t'
 
ASIA/CD, TLustig,, (draft)
 
AA/AFR, APfisdier (draft),
 
SA/COD, RGoodrich (draft - LHoldcroft for)
 
PPC/PDAL, DDalrymnple (draft)
 

-. AA/TA, OFarrar (dr-aft) 

C,JMullen (subs)
 
LEG, TGillilland (draft)
 

Attaclnments: Annex A: Analysis of U.S. and World Fertilizer Situation 1974+
 
Aneh1: Options Alternatives and Obstacles
 

SAnnex C: 	 Identified DL-mand for AID-Financed Fertilizer 
~Procurement 

PPC/DPM;-?S-eg:bm: /1/74+44Drafted: 

LA 

,14 
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ANALWT3 OF 1l.3. 	 AN9) WORL) N 

S197)1_and I 9'3 

pack1, round: Wor-.d fertilizer use has grown 290% since 1960, but the 

standpoint has been saw-toothed. 
growth pattern frmi a production/price 

in a period of relative 
19(5 the world fertilizer m=r.et was

From .3j3'S0 to 

additionalabout the need for 
stability. 'T'hen 	drioijghts in Asia brought 

lworld fertilizcr industry overresponded to this call 
food su'Me.ic's. 

production units -- first 
to feed tlhe world by building a large number of 

of' the developing regions.
and ].ate: in many
in the dvwleoped regons 


some cases below
 
'The result was an oversupply of fertilizers, prices in 

of older plants and
curtailed investments, closing

production costs, 
berinningThis situation lasted until the 

even abandonent of new projects. 


once again caug;ht up to the supply level.
 of the 1970's when demand 

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 was clear that there 
was no reaiy
 

?rices
 
additional capacity available to fully 

supply the world demand. 


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, 
accustomed to a buyer's
 

market, have found that they canot 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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wated. Currently, the world fertilizer market is a seller's market; 

however, past performnnce has indicated that these situations will changoe 

-- althogJh this time the peak will last a long time, perhaps 3-4years, 

and the low prices of five or even two years ago are not likely to be 

seen again. Maniy important LDCs are and will be in a continuing bind. 

The rTunlificatioiis of the fertilizer crisis are orly now being analyzed. 

Wo are aware c'fse ven nijor studies. One of the latest studies is by 

the U.S. Departtment of Agriculture and we have given it some weight in 

olu- analysai, both b cause of its higjh calibre and because it was requested 

by Senator 1i{--:nhr-ey and has just been released to the Hill (3/l/7M). 

1. The ]Present World a.rket 

In brief, the developing world is suffering from a shortage which 

affects mainly the larger LDCs who are a!,ricultural exporters or Green 

Revolution oriented. Agrjcultural planning in these countries has been 

characteriz,,d as in havoc and realistic growth objectives are in danger. 

Or -the three rmajor Certil:izers, nitrotgen, oPhosphites and potash, the 

x- XR1D/IFC 0/7 3; UMIDO ad hoc group V71 and mid-1972; FAO 1972; UNDP, an 

-
1971 FAO study done for the IBRD; British Sulphur, an April !-7. st. 

done for the IBRD; TVA 1972 and March 1,711 studies; and, USDA 2 

Although the major international donor institutions tried to harmonize 

their projections of LDC needs last fall, not much progress has been made.
 

Averaging the 1980 forecasts of the 7 major studies leads to some reinforce

ment of the World Bank's estimates, USDA being a bit more conservative,
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n'.I i n , U ,,D f stim,%e- -rif.o 1 S 1. indicaL.te th:.. 
.1 .- oi to............... ,. ..... 


45.3 Ion:o":'L n3 trcK.rn :;'cction will c2.i!;b to r J l. tons while con

1s t11 -,'l 44.1i mr.illion tn,, ir.crase over 1973 of' b.5 and 11.4 

-pc.oc.n,., ovc ; ] ,. . i",,: . The .m n bet,:-cn .rodul ion and co,-


J 1.nu.'; ol w.l.1.:ik.y p-rmit order.ly inventoi,..
I : c<1e aicn-w not 

Luld dl:t-l ution. .,.ec.. ii,; the wurll hortaz world prices of the
 

ni tin) .. ... h 'rv;.'y U.'en . tripl.d l'.&r., , r 2"u . a 3t.-
La? . e.cl q.jl.dru.1], oV I .. 15 

. c-c.(3 ,ill _3-1,n 

niLbo;, y ,.',,. 7.2 million tons ;,di].e the devclopi.- cc'mtries (o. _1l 

L)C ' is) .,.1 b- in deficit by a bLot!l. of 2.6 million ton.; (-v,. o2 

th'J: r. r .t S i-,d CcI-i im,1t A ia a, 3 Ta'.n wil be in dt.ficit by 

o. U ). erti: .&s th"t t!ic de v cr be in 2u.r - in 

3.5 mi*UJI.Cio tons. e,'e are M::." '.s" in this pre :!C: tio :1l of wh:ich 

Sin'he p,'od ucLi on' or nri. t or:2:l0 thi :,c ar' if l;.I:;t yrnr's Telove.l o. p1-!,6 

".; ,,,y ;, , ,co tl~l Sy... r t~h re w.; .]. bo a ;r defiit of ov,-er 

1 , .u "x I,-e. ,:r L) r, ,iov _d.:_, -iifl. .on o! food 'ric . s ac;s 

to iner:.,o fcntciJzr ciOnsuir,:.'tion very v.'kL'}cdiY, whi.ch is likely in o:.. 

courtr'cs, the le'ic it wiJ]l be much lat';y.. 'h, prospect of these co:i-.

has led to several. y"orlucin, eotmtries fre-ezin!,, or cuttin,7 back on ecorz 

ani this has :m-ant tl:%t on nirny recent bids there have been no ,,ilinc

suppl.i.,'es at -iy ,r ice. The mariet in this most impi)ortant feriLize4.r 

product 'is in a sorl.ius cri ss now. 

In the -wcold iiost important for .iljtner, phosphates, world production in 

x AJ] tonna i-ucr- in Annex A are in nutrient tons, i.e., about - of 
)roduct tons. 

http:order.ly
http:indicaL.te
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197h vill riso to 2H.8 mi llion ton: while the quantit:y demanded will climb 

to 27.7 million ton -- ncreas.s o' 9.9 %nld 7. percent respectively.
 

TVhc dc:v1'A;, wor'A will be in r."unsl.n: by 2,0 lidlioC tons hile . LMC s
 

Mi. by (30 *orcent estimated 


GConcral].',' rosphai,e; fertilizer prices on the world 


will be in ,ic:it 1.2 rAl.1ion tons of eunswnption). 

market have nearly
 

tripled in price over the last. 15 months.
 

M'n exp.rlenced shnrp price incrase, inLash haj uJ.so a mainly sympathy" to 

,,: ,ts . abundance in,1 h.'r .. N'cv.us of the of raw mater-ial North
 

!h, vU 1:;in as World proAM'r:ji. , :aiI,'t ;. a:; tiaht th. other P'eri.ilizers. 

da2ion i j , wi;L:d. !o bCa 24. milion tons in 19I71 .:hile cons'.umyion 

iL b? 2A million tov: , increases of 1.6 and 5.i percent, respectively. 

Tne devcpleT: world will be in surplus by 4.5 million tons and the LDCs
 

in deficit by 1.7 million tons.
 

i s5'ior, tho worl 'achtis a pronouneed seller':; paradJi.se with prie.,; 

at historic hih'-c i,th certainly short of panic, b..L::_*Lcd conditions a 

th n a roxtirn: probesm. There is a shortage of fertilizer worldwide with 

all mrijor TPCs now not receiving adequate stocks. 'The particular losers 

who are unable to finance adequate stocks at today's prices are the Asia

countries, particularly the sub-continent and South Vietnam. Despite a 

buzz of rmultilateral meetings, little help on fertilizer has been forth

coming from the major producers and donors and agricultural prospects for 

these countries are worrisome.
 

http:paradJi.se
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2. 7i',. prerm'n' I.VS. .Ma-ket 

)A's dof.2Stic' flmar,(t analysis is s~uwnarized on the next page of 

it~atLsticA. Donest ic ferLilikcr use, rc!.nonding to very high food prices, 

i: '-rol.n'r at,,, rer year versus a traditional 2) aimal growth. Tt is 

cuitc noL',;ort.hy th't domelstic demand and foreigni demand are int:':Irally 

l inked Jut the UDA r*nlysis. TIis is because the USOis quite dependent 

u i)en r'r U: and although net of both and. :rorts a e.:porLer nitrogen 

~hosp~i.e,, CreC:!_:; p7rt of o.r total 21up.jy of tlhese products from 

i,!;ori<..: Th.i- char'-'; on the r.ext pag.e clarifies the irnrort/;:port re-

Iat nr;h.2. , On b,ila'ce owe are and h-vc been a net importer of fertilizer, 

lowovr, c,' o we finance, nitrogen and phosphates, .e areL.W',p.'oducts 

Accoit .1<r i rcasonable level of exports, U2DA predicts that there .will 

be '!:-1 4 n0t domestic dLficits for nitrocjen and. phosphate this year. U.S. 

im~rqp's :.r. foreca.&t to in.crease 23% this year while e:ports are forecast 

to Lcr:.sc only 83%. T'e reason exporL gro;th is projected to be so lc..i 

is that ex:)orts. have i.u-posely been held down by the industry. 0n October 

25, 1073, the doan..e.tic prices of fertilizer were decontrolled with an ur.der

:stmdinc between the Cost of Living- Council and the fertilizer industry that 

tlhc lndustry would maximdze supply for the dcxestic market at the expense 

o( export sales. 

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

70,%, phosphates over 401,o and potash 30%,,. These prices are well below 

http:noL',;ort.hy
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:ertilizer sunivary. United States, 1971/7?-7V/7A 

Item : 1971/72 : 1972/73 1973/74 

- 1,000 short tons---------
L i, Tunstrin t. 


Ni trogCn: 
Dm1Ie.tic Production 1/: 9,097 9,560 10,232 
Import"................. 843 881 946 
'J-]W available 
Suppl). .............. 9,940 10,441 11,178 

Export................. 1,032 1,350 1,390
 
Net up y'... .. 8,908 9,091 9,788
 

8,0................16 8,339 9,300 
IIi de I)Cd d :1".1 2/: 892 752 651-930 
ltotdn :.:qiu .'0e'1 its. . : 9,951-10,230 

W F :it ........... 150-450 

I . a'rcuction 1/: 6,150 6,387 6,529 
Inpnrts...............

Tlo tal awailale 
:. 326 312 291 

Suly..............: 6,476 6,699 6,820 

Export............... : 
Net supp])'...........: 

. 1,102 
5,374 

1,424 
5,275 

1,606
5,2.14 

I d ................ 4,873 5,072 5,500 
lni den .i , d cnnd 2/: 501 203 385-550 

Total r'Juiremnts.. : 5,885-6,050 
Peficit........... 671-S36 

Pot ash (K.Oi 

l)ome:s iv"prod:ction l: 2,432 2,680 2,929 
Imports............... .. 3,088 3,192 4,139 

a'otal Iavilable 
Suiply. ............. 5,520 5,872 7,068 

Ixport s............... : . 657 922 1,013 
Net supply. .......... .4,863 4,950 6,055 

Ik.hand ................ 4,332 4,412 4,700 
Unidentified demind /: 531 538 540 

Total requiremcnts. . : 5,240 
Surplus ........... 815 

1/ AdjLt-eJ for producer inventory chinge's. 
2/ 	Unidentified demand Ls an amounit of material produced and distributed 

that cannot be accounted foir with the current data system. It may 
include product loss, changes in retail and farm inventories, and 
other undetermined items. 
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itLernat.inai prices. Under normal market conditions, higher feitilizer 

-prive t would tend to reduce application rakes. owaver, in 1970, crop
 

:,pcted to be high and heavy fertilizer use is economically
pri,,s are 


anount hoardingrju:_tioi'd. 'here s-'mz to be a fair of lumpinss, perhaps 

in thq denerti. market. Like the oil firui, fertilizer Yanufactur.vr are 

supplying their own d.ialprs first and this has meant some areas are feeling 

a rual p.inch. One reaction to the domestic situation has been renewed 

talk on the Iill of embargoing exports. 

:1Pi, of a wurd market.T h,. L; LKt.is in Ion s problem than the But 

o,,' ui,, r]an rlurtie(1 eu.1tivatiun and thi. added to th-!I,,dn r: ied ha:; 

a,,LH ',,' Vtri. .'.,,r. The ,..LuthOrhas been good so rar this year but 

.in.1 :till quite early in the season. If the weather continues good 

t.'i; will the nhortage of nitrogen.]1flset 

Tiortant]i-, the dorestic market requires imports, and, as USDA points 

out in i.s February 22 report, if the U.S. were to embargo exports, we 

would zuffer if other countries retaliated. 

.,uture World Situation 1090 

We know 'rom U:TPA, ''VA and 12URD forecasters that the c- rrent 

crise; is not ]ikly Lo ,bate for three to four years, r6ughly the time plan

ned for now capacity to come on stream. The energy crisis affects this Tine

table in a big way since uncertainties in natural gas, fuel oil and in .'cj in 

http:Yanufactur.vr
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coal (r'i .rv I-r 'Inta]. ( m;trcdnt' ) r'vi., proj..tiori- of new n-itrogen 

capa :AtLy c,,,.:ii. Th b;t t e:;tLmate,ts v fornly p.,edict that supply

d,,:u 1 eil .;n the LDCs that the poor nations m.ill have 
-~ 'onI;inu, rid 

to .:, u7 to v,:1 y heavily on imports to provide their requirements. 

developedllreduct:.ion an] uooltuai/ tion will cont:in_,te to be domiinated by the 

world. ,,or].d coiz-ptior, no." increasirgf at 4.8%,,,/ycar is expected to 

inf-,:v_, by abrxut ''/year over ].97)-80. L~trorcn is expected to increase 

in ::;o'.re roeLtivc to phosphates and potaoh. Shortages in nitrogen 

Th.(.re thin::s are certain at this point: th2e LDCs, China, Russic. and 

to use steeply increasing ua!2tula,.astcr, 	 V'uropx are .expcted to continue 


. . . t . ' "iir ureen !evoll.tJ.cn,
 

rtxt t,':r,is leyndont upon fcrtilJzer for without it the n, seed 

t:e _'x '!,lriot pcerform ,.nywht2re near their potential. LDCs ried fervane 

ti~' co ' l,' ;.1.w. not be .ble to produce their fill. needs for the 

presstre, pricc.sforeeeb], ,u'ture. Because of' forecast strong demand 

are for.cas,-"t to rem:Lin at their present very hi&ch levels for from three 

peaked-.yeartU; 	 (LeD)) to up to five year:s (ITVA) and while they have about 

in ro 	 case_! art, pr.ces ever likely to fall to their pre-crisis levels -

at least not by the end of the decade. 

that A.I.D. policy take this type of forecast into con-It i:- important 

the lid-East situation exacerbated the fertilizersideration, for althouEh 

problem, it :s a more long term problem which pre-dated the Mid-East war 

and will not be solved by a lifting of the oil boycott. 

http:evoll.tJ.cn
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It. Future .3. £;tuation - 1980 

Alth:u.,h th-'r: arC some uncertaintie,.- in natural gas prospects, 

evon givpn hiu! "- poL,,iations, more meat demand, and higher fertilizer 

u,. II'DA p,.,ictr that the U.S. will continue the current trend of for

I--i	;'er u-,lu:: .in nitr'ogen and phosphates and deficit in potash through 

t...:. part, this is based oil the sound assumption that the U.S... In 

Guver,.'I, .iit ;Ai ;n a higrh p_,iority to the fertilizer j.ndu.t:y in fuel 

a~l..lCV , O Cri", exportingT capAiJ.ity will probably rise in phosphates 

ald h., e-:.:,r 1 in- tf Cnadian potash. The hardest situation to call 

J.,,: 12])A be].ioves that while the situation will re-main tighz,in n.tr<,:s:,.11 

the U.,Z. ";i1. b able to rem:airn a nitrog,,n f- rtilizer exporter. But 11A 

px-lic:: that the 1.2 wi1. need to be.ccme a nitrogen fertilizer importer 

by L77tn ke.ep up wit;h ou' grown:; domestie demand. Of crucial importance 

.I 1 h .., fa:t new produc tion capacity can be created and on this score 

hsa" not certain about 1977 and follo.-i Lg yea"s. Under the 

cm rent ti. cv('ondition,niew production investments should be quite 

at 'rayLix, ic; t. the hard question is pr(edicting when s ignificant no,, 

-,,wil com0 cn line. Nitrogen products, particularly urea, are 

met t cV. ; i red on he etdic,-estic and world market and will be in the tighte.'. 

bid for at ileat the next three years. The U.S. produces nearlysuppl~y 

a quarter of the world's nitrogen products now and will by 1930 still 

we will still be able torepresent over . of the world market. Whlether 


help th:, LDCs with nitrogen products through the decade will have to be
 

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

hat, cal,ability Lo export phosphates and re-export potash,
 

http:n.tr<,:s:,.11
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COUNTRY SITUATION REPORTS
 

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

South Vietnam is dependent upon AID-financed fertilizer. Without 

fertilizer the SA Bureau foresees the country needing to import large 

volumes of rice which itself is in short supply. This would lead to a 

diversion or scarce foreign exchange and an economic slowdown. If 

neither fertilizer nor adequate imported vice were available, the countr'
 

would face a grain deficit, hunger and some pockets of starvation.
 

The aim of A!D's current fertilizer import program in South Vietnam
 

is to help the conntry attain rice self-sufficiency by 1976-77. Reaching
 

this goal isdependent upon the success of several efforts, including
 

double-cropping, '.,tar control expanded acreage and expanding the acreage
 

planted to high yielding varieties. However, most significant is the
 

expanded use of high yielci varieties (HYV) and fertilizer. The area
 

planted to the high yield varieties of rice in Vietnam has increased
 

from 55,000 hectares in 1968 to 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, which--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
 

TAtonnage figTes-T in nex B are in product tons.
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a direct trade-off between fertilizer usage and the requirement 
to
 

is 


required, the U.S. may
import rice; if fertilizer can be provided as 

reduce its rice exports to Vietnam. 

InCY 1973, AID financed the procurement of 480,000 mctric 
tons of 

is 400,000 metric tons,fertilizer. The projected CY 1974 import level 

tons at a total
of which All) is planning to finance 350,000 	metric 

date only 44,000 metric tons 
cost of about $115.0 million. Toestimated 

projected requirement may not be found.
have been procured and the total 

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

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

taken to assure AID 
During CY 1975, procurement action should be 

It is realized 
procurement of approximately 350,000 metric tons. 


procurement of projected requirements during the 
next three years will
 

be difficult to achieve, but the SA Bureau believes 
AID must make every
 

oreffort to support the production of rice be prepared to accept the 

mean that the 
consequences of lower yields. That could very well 

United States Government would be asked to increase 
rice imports to 

offset this loss. 
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d FY "7f, AID Ferti.]izcr lrocurcment: 130.000 tnun;, 
3. India -!ot 

t . --	 "$I.lr ', round 

]in ]7(?-'/i 	 india is expected to be 110 percent short of 

to lan targets. Relative to past availability,fertli 1.1er -- relaLiv' 

will be only about 15 percent below the previous
how:ever, the shortfall 

year and 8 percunt below the record crop production year of 1970-71. 

is only one f'actor affecting production: this year rainfall 
Fertilizer 

was gc o, water reservoirs were full, and irrigation expanded by about 

2.5 	 ',rcent. 

India will produce about 1.5 million metric tons of 
in 1973-71 , 

total anticipatod
ferti].i;r nutrients, and impo."t about 1.1 million tons: 


avai labil.L y was about 2.6 million tons . So far, actual impurts have
 

shorta .0.3-mi.l.ion-tonreached a;Wt 0.8 ill].Ion tons, indicati ug an 

this may reduce potntial
Es[.iantn' of' fertilizor-yie] d response suggest 

3 million tons. Actual. production,'however,feodgrain 	 production by 2 to 

well above year's low, and may slightl.y exceed previou
should be 	 l.ast 

records.
 

should center on
o' the current fertilizer shortageThe effect 

about 10 to 12 pe zcnt-of India's fertilizer
wheat, which acetalnts for 

of the 1973-74" croy
impact fertil.'er shortageuse. Overall, the of the 

does not, appear too greoat, al.though,, .!r caita grain pr'oduction will not 

reach tI u: 	 record of l!/(0-71. 

*From Foreign Agriculture Service reports 
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L' t97t-'.. .w'oo;, lor.evor, may-ut f.r subzLaniially from the 

fi ii~i." :',:, .u.. tre ,'ti].is',r supplies for this s-Uimfer's rico 

crop, l i]Pt mu:; t .,,.s'act for i'rtiii r. m"i.morts n'..', and supplies 

sl] and very iih- 1 ri":d Coupled
avai,.ab n.a 

wiill drain her i.'Lreigna exchane
with t~h. p,.t,,rol,.; rice incr&,2Ls which 

di P['.i:ulty meting fertili:erpobab.y greaLtre;urvei;:, India r. he 
and quickly stimulatingtt- ncessary jmport:;P,,q1irel.:iit:; (bitlil' _q qu r.e..m • 

r, 

strong and decisive govern
domist-ic( I, !i- i .e production will require 

in the current political
,L ion, .li may be very difficultmenta. 

no detailed require
.itt5Lc ,'Psit:''tae. end riots. The Asia Bureau has 

,nt' I'rc:,r. f{m t11ni a sin'e discu'ssiol.; on res mption of aid are only 

analysis by USDA foresee:; substantial 
ab,(ot V. bei't:. T b irgoing 

::lortar1,:s ' I ,rii.li:,rs during the 1974/'T crop year. It is also quite 

come near meetin needs, particularly
that Li prcl,du,'tion will. notcl.ear 

relies imported rock 0 ' 
in the ilVCct[,ij.h of i'0, material which on 

reach ,$4. million; 
ALI) 1'b'ai lnte o ' fertil.i:e.r imports in PY 9'' may 

oP l'unds that may be available for India reflects 
thai hi,,:it pm, 'rtion 

crisis Indianavoiding a in 
ih,' -*:'it 5 an' :.tt.a,'hed to assisting in 

130.000 tons of u-'ea ro,od /tai jlx~duttLion. That acnouit. would buy about 


tr DAP a'l. 's'c t prices.
 

http:avai,.ab
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: o:'o: FY ATD 


V, Nitru''nim
 

211 aiU r, F '75 Fertilivor 1'rocur,:,nt: 100,000 ''ton-, 

N_____,r 0,.2: .',rtii iher 

local ,roducti.on during CY 19J74 is expected to provide about 570, 000 

tons of urea. Stocicks at the beginning of the year were 90,000 tons. The 

or ':tan the slightlyGovrnn t h projects sales during same period at 

evr 1., mi]litm tons of urca. h'van if this projection were-reduced by 

> -.roat to alout 1.1 million, and deducting buginninq; stocks, about 

- n, w500,30 t o of imurLs would be needed to cover requirments. Of that 

quantity, firm contracts have been placed for only 183,000 tons, leaving 

over 300,000 tons of urea uncovered. 

IMhosviic ,_'rtil:izrs 

With the exception of a small quantity of single super-phosphate, 

Pahsiji Irodur:,s no Qr)05 fertilizer. Requirements are estimated a-6 

between P30,000 tons and 3O,000 tons of P20 fertilizer, in terms of DAD. 

Beginninj s ticks. domestic production and contracts for iports provide only 

about .40,OO0 tons, leaving an uncovered balance of between 200,000 and 

1OO,O00 fUn; of DA! (or equivalent). 

Ila fur.',oing figures are for CY 1974 but can be used as a reasonu... 

estimate for th twelve month period beginning 7 //N. For that ..r'; 

we cxpect that Pakistan will have available AID financing of Z11 

pruvided from FY'74 and FY 75 funds. At current price's, that quan--,y 

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

of laki:; t.:!n 's minimui uncovered requirements. Pakistan may be able to 

http:roducti.on
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sources urea attempting to do so.contract with off-shore for and is now 

DAP will be avai'lable only from the U.S. and preference in purchasing from
 

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

I qT. !!:mw.a,.lu:I ';c, 'd FY '75 AlP Fertiliser Frocuremeit: 70,00 tens 

its entire requirementsTic ovmnmernt of langladesh expects to cover 

these requirements arefrom do,:mtic urea plants. At the present time, 

about 400,000 tons annually. 

Phosphatic _Fertili''er 

never 	been operated, are
a. 	 Two TSP plans, one of which has 


periodexpected to produce about 40,000 tons in the from 

rock phosphate7//1I, tu (/30/75. About 100,000 tons of 

about Chittagong) are needed for(currently at ;80/ton CIF 

thaL production. 

of TSP during that period are estimatedb. 	 Total requirements 

at 220,000 tons. Deducting from that figure 80,000 tons of 

ibeal production and about 20,000 tons purchased but not yet 

delivered, leaves an uncovered requirement of about 120,000 

tons. 

c. We expect to provide about $25 million to angladesh for
 

ferLJi.i,.'i import':- dur:i.ng that. period. That ,mount would be 

off-shoreavatlablo L, cover imports of TSP from U.S. Muid 

http:dur:i.ng
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soulFco and rock phosphate. Most, but'hant all, of the TSP 

would hivo to come from the U.S., and we, therefore, propose 

tht the export of 70,000 tons of TH3l from the U.S. be 

includod in our calculations of the level of minimal 

exjpr.:! nceded from the U.S. to sustain food production in 

IIYJ ~ at .eat; at its prescnt level. 

V. AFthan! :: ,:r: r Fertiliize: Procurement: " 15,000 ton3.''!o.lyd F 7All 

Afghaniotan will need to import about 30,000 tens of urea and DAP 

in addt.ion to cuirent, stocks; if it is to sustain the level of present 

use. About $,5 Li.I.on is available uur'a current AID loan to finance 

fe:t;1iI .,r iporLs . That a.:uunt would buy about 1.5,000 tons of urea or 

VI. (M::bodia: VoPosed FY '75 AID Fertilizer Pr'ocurewcnt: 4.,000 tons 

V th the recent interest in incrasing agricultural production in 

th" secure araj surroundin Phnnm Pehn, a modest requirement for 8,150 

metric ton (5,000 urna, 3,000 phosphate and 150 mixed fertilizer) has 

sur'Ianed. liowov.r, to date sources of surply to meet this need have not 

been found. AID 1Ur,.i o to finance ht,000 tons in FY '75. This will not 

obviate tin need tu import siubstantial quantities of rice. Its main 

affecL 01.be to su ain the beoinnin1; of more modorn r actices in 

the agricultural, sector. 
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V[I. .e! Cw.mtri,.;., uid other 	Africa " Proposed FY 19'(5 AID Fertilizer 

The Afr Lcia Bureau is currently in the process of identifying progrms 

in the S,ael, and other African 	countries, focusing particularly on cereals 

Sahel and other basic economic requirementsand lives.tock production in the 

in other African cotultries. Teams will be dispatched shortly to the Field 

to desin activitie. , that will permit obligation of funds from the Special 

by the ond o'f the current fiscal 	year. The Bumreau antici',:es theS-djei. Fund 

areasdc,e1.opmernt of several activities in the Sdlel and other which will 

Tiheyia1 Lude reqilrer...nts for fertilizer procurement during early FY ].975. 

foresee -at thi s pr._li ,.nJry stage the requirement for ].8lP, ) tons of nitrogen, 

4,,250 tons of .phosphatic fertilizers and l,75C tons of potash. 

Ciribbean Countries - Proposed FY 1915 FertilizerVII 	 . Centra' A'erica and 

1"P'ocorcrent: 0, ()Qk) ~tOs 

Th,, L. A. Bireau is currently in the process of identifying small 

farmer credit prog rims which may be in jeopardy unless special efforts are 

made to .,ssure nvailability f the additional fertilizer reliuirements to 

succes sfully exe'ute them. 

An of 4arch 1.9'(11 the L.A. Bureau has identified programs In Guatemala, 

Honduran-, Nicaragua, Haiti ald the Dominican Republic as possibly requiring 

spec iJ. attention. 

The program in Guatemala is ongoing and the programs in the other
 

countries are currenly being developed with the anticipation that Loan 

Agreements will be signed during fiscal 1974. Approximate total requirements 

are for nitrogenous fertilizer, 7,500 tons, phosphates, 2,000 tons, 

potaoh, 500 tons. 
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A.T.D. Financt:d ]crtilier (Awards) All Countries 

Total ,:, 

Fiscal Year M,:tric Tons Value Price Per
(exclu ding 

Tc.n 

196(C 1,943,153 $105, 122,385 $54.09 

2,005,)153 123,5314,681 61.59 

3968 3,423,250 186,796, 553 54.56 

1969 2, 1i9, 53,q 110)50,805 r."l)h 

1970 1,0110,148 62,603,982 60.18 

1.971 6!1o, 879 33,090,091 51,63 

1972 708,))95 48,867",158 68.97 

19(H Y49,137 93,178,265 98.17 

19(1: is L half 55%000'1,0,0,'-. ,000 115.80 

".,/ I I .- ...AI'"L . J 4 

19Y) ,-T. 700,000 175,000,000 250.00 

Freight Pricc 

Gulf - India 

.12. oc)/0,on 

1.o/3./'7. A .oo 
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S-':: . ,- rezentati 

v 797 Te,v ce, 5Tonna£v1973 Th"cL- fr .ertiz'r 
Country Tons From FY '7- Furcli PrCA FY -, Pxrds Tons$ 

South Viet 
Pakistan 

Ia= 30 
_101010000. 

0,00T 
= 

9 

1. 

, 3O 

. 

..... 
-

= 

C " 

No est. outside 
of '75 tonnag-esz: 
50,000 

-

Bangladesh 70,'00 50,000 = 4 I5M 20,000 = -,Io est. outside 
of '75 tonnages: 

20,000 

. 20.0* 

india 

Afghanistan 

130,000 

15,000 

0 

15,000 = $4.5M 

130,000 

0 

r39M 130,000 

0 

$ 75-0* 
0 

Cambodia 4,000 0 4,000 = $ 1.2M 15,000 

Africa 24,000 15,000 = $ 4.5M 9,000 = $ 2.7M 25,000 $ 7.5M 

Central America 
& Caribbean 10,000 10,000 = $ 3M 0 15,000 

703,000 460,000 = $13814 2435000 = $72.9Y, 630.000 $2^6.o* 

\Total includes agriculture input loans intended to include fertilizer, pesticides 
and some machinery. rlo further broakdo-.m available. 
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1. 	 Altern'.t ives to A!D-Financed Fertilizer procureirnnt 

LDI' interests, weof domestic and 
Becau.se AID it, a half-way house 

procurement of 
crefu Lly analyzed the! alternatives to 	financing the 

and their merits follow:
Th1e acparent alternativesfertilizer. 

The U.S. is an efficient 
a. ,g.ndfood in.stcad of fertilizer. 

One product ton of 	fertilizer in the 
LDCs produces
 

-producer of foodstuffs. 

The
the U.S. the multiples are greater.

about h tons of' milled rice; in 

in shortfoodstuffs are 
this often suggested solution is that 

problem with 

more popular than 	experting
food exports axe no

supply in the U.S. and U.S. 


economic sense 
f r 
the solution mapkes very poor

eorc important, 

in excess of $300/ton while the
v.ill cost A.I.D.A.I.D. 	 The fertilizer 


f,240. When fre isht

that fertil i , er would cost 

tonnage- of rice produced by 

ton of fertilizer vs. 4 tcn 
150"I in !973-41i) are added for one 

costs (up abouL 


disczad c d. What 

of rice, the [ldternative is al-th-more readily this
 

out is that there is a world--wide inflation in
 
alter'native dces- point 

up for 
so that the IjEs cannisot reali stically import food to make 

foodstuffs 


deficits of fertilizer.
 

of their fertili-er
raise the rroductivityb. 	 Hehl the LDCs 

at aboutproducers oerate 
.pli ts. In the developed countries, fertilizer 


the LDCs the
to be about 95!. -In 
92-95c' capacity. 	 The optimuITf appears 


rate is about C6-70> of capacity due to difficulties in
 
average operating 


power fluctuations and shortages, labor
 
obtaining raw materials, electric 


is imported), and a host of
 
problems, faulty equipment (much of which 

an undeveloped infrastructure. Both
that arise frommi~scelllcous problems 


be to raise the
 
out that one short-term solution wou).d

TVA and USD% point 
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efficimcy of' TADC fertilizcr plants. But this is easier said than done 

and would tal:o Lo-to-threo years in the best of' circumstances. A.I.D. and 

]PRIJD-J.'iI.nd . have on the opei ations of LDC fertilizer:......ts consultud 

plants (in cc!,:ct:ion w I,, .ant construction projects) for over a decade 

with little :L-2 ling results. Under contract with TVA we continue to affer 

such istanc. and have recently called it to the attention of appropriate 

sion:s. '.-rhile. these efforu- should continue, this will not obviate the 

need for forei.n, su,,mlics even if this assistance is much more successful 

than past eforLs 

c. ]ei th ID...s build new production capacity. This issue has 

been studied bjcause of its possible import-ance in the years 1977 and beyond. 

A separvx[.e pc]i:L, !ac]i deals with production capacity. 

' 	 Ild. P ra r t vi r1 

theC .JT I... is that there are promisingrjI %:lh -rrliminary assessment 

technolorsioal dovewlo~:ents which !nay prove important 	 in future years. 

on-oi-n fertilizerNo short-ter. . nr solutions ap;rrear in sight from 

the for fertilizerresearch which%will obviate need large scale IDC 

imports over the next several years. 

other donors to finance and export more fertilizere. Encourage 

.t 	 "LDCs. The option of encouraging other surplus producers to finance 

IL(C purchases or open their markets more to LDCs has slight short-term 

potential -- but some possibilities in the future. Among current surplus 

producers Western Europe and japan are estimated by USDA to have 85%, (6.]. 

million nutrient tons or abcut 12.2 mi.llion product tons) of this year's 

exportable production of
 

http:PRIJD-J.'iI.nd
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.nitrogen, the U. S, will have ! (1.4 mili.on nutrient tons) of this year's 

exportable phosphate production End Canada will- have about 73,4 (3.9 million 

nutrient ton;) of the world's exportable potash production. Our m.iost recenit 

information is that most if not all of tbe exportable qla~ttities to be 

produced this year by other donor nations have been committed through the 

private m-rket. There is little reason to expect help from these donors this 

year, but there may be room, particttlarly vis-a-vis Canada (in the lesser 

important potash fertilizer), to push other donors to supply anci/or finance 

wore fertilizer exports to the LDCs out of future production.
 

In the loner term, new fertilizer capacity in the OrTTC cowitries mig-ht 

be linked to purchasing arr[4n,emCnts from other LDXs: e .g. Venezuela/Ecuaor 

with Brazil and other LA coiutrios and Iran/KL,,ait/Iraq with India and 

Bang:Ladcsh. This may tnke a number of years) but it is one of the possi

.bilities which FA,)/1BRD have been thinking about. 
/ 

, .* . Fin,-nce fertilizer procuenr:cnt only from non-U.S. sources. 

Becao..;e of dJffLcu]xi.c., in nrocuring, from the U.S. mar-.t, A.I.D. has aiready 

attemptud to m-dxm:Lze direct and indirect procurement from offs;hore sour'cez. 

In 19(2/73 25,r of our fertilizer ms bought offshore from such Code 941 
developlng countries as 1-hilippines, Taiwan and'Korea. These nations have 

now, embargoed exports to preserve teir supply for domestic needs. In 

recent months LECs backed by AID finomcing also have tried to naVe soi.me 

purchas;es through bids und negotiations from Code 899 developed Free World 

countries. But these attempts have been only lim-:itedly successful. 

While the non-U.S. ma-rket has continuing potential for the A.I.D. 

fertilizer I'invuicing proLa'n.i, it has been too unreliable to permit us to 

plan to be entirely dependent upon it. Nonetheless for midly reasons it will be 
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wise to continue to 1rrxilizO financing procurennt from non-U.S. sources. 

A.I.1). o resume financing U.S.6h. Tahe sten)s to ermit 

other options awd
is reviewing all. the 

fertilizer exrerts. It only after 

we conclude that A.I.D. 
finding only Jiited potential o them that 

sourcesfrom U.S. sources as well as world market 
fertilizer export financing 

the present LIP problem.
will be ncce. 'yto correctly adchess.... 


2. Obsticl.es to A.I.D.-financed Rrocurement of Fertilizer on the 

Threut of nni iN,:bar, oU. S. Miarkct :j~ 

preclude AID freely enter'ing the
 An existing iund a potential obstacle 

U.S. r1irket: 

A de facto embu'go of AID-fiaanCed contracts by the U.S. industry exists 

shunnifig AID-fiiEfnced business. This 
which, more prec.isely, is a 1 olici of 


struck with the Cost
the fertilizer' industry
arosc as part of an .... nt 

_Lki'2ill UsxiYC:%1 fUr dUcL'urQ2.'_1T.fl& 
ofIAin Cur *il4I5 coo j93 

to limiit its exports.
the domestic prices of fertilizer the industry agreed 


to by the industry as far as new AID-

This has been scrupulously s_,Alercd 

have receivedRecert AID-backed tenders
financed U.3. purchf..e... xre conccrned. 

U.S. responses. The industry/Council arrangement is to last until 
no 


present Economic Control Act
 
June 30, 1974 notwitht,-ading the fact that the 

is to expire on April 30, 1974. 

A second obstacle now threatens AID-financed U.S. fertilizer exports: 

Last there 
the threat of a tota:L embaxrgo of U.S. fertilizer exports. October 

was some pressure to embargo exports, sl_,cifically AID-financed exports, but 

from the National Security Council.supportthis w-as successfully opposed with 

and 9 bills have been introduced 
Within the past fewr wpeeks 8 House Resolutions 

resolutions have been co-sponsored by
in the House to embargo exports. These 

http:dUcL'urQ2.'_1T.fl
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over )25 m(mTbers. All have been referred to the Suh-Cunmittee on International 

Trade Uf the lICuse Co,n::'ittee cn Fanhi1ig and Currency. Chairman Ashley 

(Ohio) h scheduledf hearing; for April ;'2 have yet been requested.1 We not 

to tesiify, but StLtte P]partment Congre:ssional Relations has received an 

infon;-al teleph(,ne request for the State Deptutment to provide a witness. 

Both we and the iidustry spokesmen believe that the Senate is less 

but key members of the McGovernfarovably inclined than the House, 

Conmitte e have brei.... tin- to decide on a position. There is more of a 

chance of 'House endorsement of an embargo, but it does not seem probable. 
aNonetheless, the Fertilizer Institute has geared up campaign against 

the resolutions based on the fact that the U.S. needs imports more than 

exports and hcnce mu:-t keep the trade channels open. 

],"c". the i.v:ng 

Council A :,::et 

y imposed emb.rgo. 

3. O tiolE v11 -2-vl; the T .e.ter.ed and Cost of 

a. Optinsvs-a-visPoSThieCon-,ressional] 

We will have to defend our fertili.er procurement policy to the Hill at one 

time or another during the next weeks -- cert',inly during our own harins 

We will also need a position in connection with the Sub.-Comittee on Interna

tional Trade hearings u).though others (State, the Fertilizer Institute) mi_.gh't 

factor in the market. What we effectively emphasize 

indirectly represent us. Since we do plan to account for about 60 of. rro.eed 

U.S. exports in FY w975,w can hardly hide the fact that w.:e plan tc be 

need to do is to tl'hat 

IDC govern-A.I.D. will be a minimal factor, largely financing purchases by 

N ol Senate r,,.solutions on emargoing ex.port.s have been introduced to our 
81 introduced by Senators :cGCovern..hnuwledge . Senate , s oution C289, February:25 

Aikon, LIa Dole, :as.tland, .e.ms., Huddleston, rs10Allen, PlLmon, C la ,, Curtis, ... - _, the fertilJ.ize-r produ 
Muniphrey, Tahtiadge and Young is ma.Linly aimed a asturin.-tir 
priority in the natura] :as an fu]. L:ns, but also calls for "The Cost of 

Living Council. and ths, P :artments cf . and (to) continue 
their monitoring and repor' in,, of f-t!i ze" -upply avail.bilities, wholesale 

and retail prices, and. cxport shfpments... 

http:fertili.er


ments rather than (as appears to be the image among some) a large, direct 

competitor dminatinn the U.S. export market. If we opt to be more involved 

with the [,ub-Committee heaLrings , we can te:[ify, we can send letters or we 

can sul~ply other witnesse' with the facts. Perhaps a combination of these 

used. better we, express foreirGnoptions should be State, than can the 

policy interests of supplying South Viet Na (our main proposed recipient) 

and South Asia. We, perhaps better than others, can defend the actions .:e 

have taken to minimize our U.S. export market share. The Institute and 

U3DA will carry the ball on the necessity of U.S. imports and the real
 

threat retaliation poses for us if we embargo. 

On baa.anc:, although passage of an embargo does not now appear probable, 

largeour margin ha: not been so wide in the House that we can ignore the 

numibr of' Congre'smen who are under the impression that A.I.D. fertilizer 

procurement is a serious threat to their constituents' interests. Therefore, 

we do that make an possibly through A.I.D. witnessesrecommn2nd we effort 

with indirect efforts through State and the Fertilizer Institute to 

demonstrate to the Sub-Committee and through them the house, both the special 

efforts we have made and will continue to make to be a miniimal factor on 

the U.S. market and the special needs of the LDCs to obtain fertilizer or 
6, 

face the possibility of an extremely serious world food situation. 

In the unlikcly event that an embargo is passed by the House, we should 

be prepared to move strongly to help defeat it in the Snate, or at least 

to be sure that an exemption is included to permit A.T.D.-financing of 

the total FY 1975 requirement of 700,000 tons, 170,000 tons from domestic 

sources and the remainder offshore. 
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b. Options vi"-a-vis the Cost of Iivin', Council (C-P) arranf;e

ment with the FertIilJ zr nstitute. While U.S. exports of fertilizer are 

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

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

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

atAs a result of "jaw-boning" by the CIC during November, December and 

its meeting with the industry on January 10, ].9711, U.S. fertilizer 

that further exports -- even to A.I.D.-financedproducers feel 

progrms -- would subject them to the risk of reimposed price ceilings 

have frequentlyor other retaliation by the CIC. The i.ndustry spokesmen 

pointed out to Dr. Dunlop (Director, of the CLc) th:t there is need to 

export to the ].ess.developed countries; he has consistently responded that 

charjodthe IP.S. rdomestic price is his principal concern and that he is not 

with overseas policy questions. The industry has been seeking some 

Executive Branch policy regarding exports; the Fertilizerexpression of 

to respond to AID-financed tenders orInstitute will not urgc its members 

inquiries until the industry is protected by such an exprc- ;ion of policy. 

If the CJC continues in operation, then this expression of policy shou.d 

through it; if not, some other Administrationi spokesman should 

give a written statement of policy to the industry. It is our understandin 

come 

that the Under Secretary of State for Political Affairs (Mr. Sisco) is r:arez 

of A.I.D. and with the National Securityto join with the Aninistrator 

Council (1-1r. Cooper)x in discussing this question with the CLC and 

at thewith tihe Secretaries of Treasury and Agriculture if necessary --

appropriate time. 

*It shoiuld be notcd Lihat IESC has recently en tablishcd a Fertilizer Sub-Cc.itzee 

lunder the Chairmanship of Armbassador Ed.rin Martin. Members arc State,
 

Treasury, CoVcuerce, Agriculture, AID, CZA, FEO, CIA, CIEP and 0M.
 



Identified P>nnwd:7'":, T..- i!r.)d Frti]l1er 

nrlcc n : ''h major 2c-S for i"Y 19A hav be nacde by April 1974, 

Sinc.' tn2 nct&L}ta>-..; a='.whu,L 
 cv , xwe .havefinanced 10]s' fortiliz:r 

procs .,mint fro.m ¢ !Y,,. ua.d source. We have also; observed a self

inocl]1 V'a on Ap::i.l; fi-t.ilic" cot of the U.S. during February
 

thruui;h ay :Awn U.S. farm:: 
 u:; is at it:: peak. .-more shipments of 

A.i.]).-fi na.uced fcrtili;;er from tho U.S. are anticipated during the 

remain:dr of FY '70. Thero r:a.y be a few A.I.D.-fi.nauced shipmrents out 

of th. .jiddre EaJ;- in May or June. We will cndeavor' to negotiate and/or 

al)prove : procuramont aw:a.d2 in June of this year, but this wi.l all 

be in cun.: ion wit F.Y C1'9: y'irpn:-.s, 'e had si:ro.i to financ:e 

1,05 ', o oduct tons&: this fiscal year, but.due to market shortages, 

we h:ave only been able to i'rance and N 556,000 tons so far from all 

S ourcuOs. 

* Tonnage figures are in Product Tons, unless otherwise noted.
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In f.armir& :e awll.:'2d the areas hardest hit'or IY 1975, have 

,DCbalance ofby i.hs fcrtilJzer crisis and -av tM.n iONt. account 

arepaym nt:; j.ubl,::. and our pro ram po.i.ciesz. The most compelling needs 

in South ViJt i'.:,lPnniadsh, Inhistan, India, the Sahel and other Africa, 

a.nd the Caribbcan. Situation reportsCti::bodia, 1Af.,nin:tan, Central Aerica 

setting forth FY 1975 fertil.izer needs for these areas are given in
 

'Annex B. The real uncovcred needs of these countries for fin-ncing 

and supplying fertilizer is well in exce:;s of one million product tons. 

A.I.D. is consrained by the amount of funds available to us and by 

product availabiities in the U.S. and world markets . We believe it will 

be na,ssar,' and ossib]c for us to finance the prcurelent of about 

believe it700,000 tc'as in FY 1975. Goverrantal policy permittiC, we 

'.a" the U.S..m"r-t .iill bo . II M,0nbltain vbnii, hyn, tr ; 

FY 1975'. The remining rqui.reim-ent of about 230,000 tons will have to be 

procured from th world mrket. S ince the situation is a fast moving one, 

we will :ve to re-examine these plans before we move. 

The amount p 'oposed f'or domestic procurement is less than one percent 

of the total available domstic supply (domdstie production plus normal 

and is less than t.e amount we have picked up from the domesticimpoorts) 

makct this year. We think it is the optimal amount we can procure with

the domestic market.out becoming too large a factor on 


A requ an-ment for FY 1975 for procurement of 700,000 tons has been 

identified by the regional Pureaus. At current market prices, 

including freight, the cost.would be $185.-to..220 million (which siLns 

%.'i.e closer analysis mightare available in our Proposed FY 1.975 budget). 



-3

sh:' L..;~V,!U .t :W:.- ,,t, th. total idanumcd requireumnb will 

likely jQ3 tilLil by s itni'i,antly bKc.'M the norl. 

voluo:. f ALI= " GeV. ,.h,-, ch"art b. Lw is a .st of previous annual 

purcis2. 

(Awards) All Countries
Fi naced Ferti.i:;erA.I.D, 

Total. Price Per TonvalueMetric Tonsvi.scal Year (excluding """i"t) 

$51.09$105,122,3851,943,1.53
1966 
61.59


1967 2,005,453 123,53101 

55456
186,796,3,423,250
190 

51.44
110,590,8052,149,53S
1969 


6.18
62603P.1970 1,O40,.1h 

51.6333,090,091610,8791971 
68.97
48,86,158
70,11951972 

1973 949,137 93,178,265 98.17 

115.80(14,384,000
1971 ha f 55i., 000 

''
 1911 2nid half E.T. 

250.00
175,000,000
700,000
1975 St3T. 


Freight Prices
 

Gulf - India 

/./7 $12.00/ton 

E.ndin.g J ,nuar" 1974 44.75 

http:1,O40,.1h
http:1,943,1.53


We e. tPete thint about two-thirds of the financing required for 

FY 19Y5 M.:i jnt wil.l come from FY 197hI funds. The FY 1975 Congrossionai 

Prezcnt:,t w.;ill. siv}x.: a '.rtili:o:r and .'aelated agriculture inputs budget 

an analysis of theof ;A(; .iOllicn. Thy ch:art on the next page pre; ns 

fertilizer shipments and a listing of requesOsfundin g 1FY 

in the I"Y 19(5 Congressional 

source of ' 975 

for f,,ri,].i:w,.' funidin: to bu inc]uded 

Plk'cseIAleai),.. From th Ynu,]y :s we conclude that sufficient funding 

shul Us availuble for the FY 1975 ferti lizer procuremcnt recomended 

in this yrer. 

From our anal ysi of the worj.. supply/demand situation, we estimate 

that Ut last (00,000 ton/yzar costing over ,,200 million will be 

' 
' FY 1977.re uired for AID financing for FY 1976 an 



FER-,LZB BE.UG:,US BY COic'RY 

Country . 
F 1, Q'/7~ 

-,r, s 
57 n--a~r 

South Viet 
Pakistan0 

a 350.000 
.0005 

320,OOOT 
50,0000c7:o 

= 
= . 

......-
50,00 = 

09M 37-O.., 
est. outside 22.0, 

Bangladesh 70,000 50,000 = 415M 20,C D = 

50,000 

Sto 0s.zoSi2e 

20.00 

india 

Afghanistan 

130,000 

15,000 

0 

15,000 = 

130,000 

$4.5M -** 

= 

0 

$39M 130,000 

0 

$ 75.0* 

0 

Cambodia 

Africa 

Central America 
. Caribbean 

4,0o 

24.000 

10,000 

0 

15,000 

10,000 

= 

= 

$ 

$ 

4.5M 

3m 

4"0Q 

9,00) 

= 

= 

0 

$ 1.2M 

$ 2.7M 

15,000 

25,000 

15,000 

$ 

$ 

1.5,' 

7.5"4 

703,000- 460,000 = $138"4 .243,000 = $72.c. 630,000 $2 .0 

x-Total includes agriculture input loans intended to include fertilizer, pesticides 
and someo machine:.'/. ['o furtler breakdo1n1 available. 

* l,'inanccd from FY 19"3 funds 



The FY 1975 reui'c tare swt,,:'izcd as follows: 

FY 1.975
 

Countr-,r Tonnage Type
 

South VieL ua .95,000 Nitrogen
 

155,000 Phosphate and Mixed 

Sub-total ( 350,00) 
Pakist, 100,000 Phosphates or Nitrogen 

Bang].nde :h 70,000 Phosphate s 

India 1.30,000 Nitrogen or Phophates 

Afghanistan 15,000 Nitrogen or Phosphates 

C .w!lodI.,a I, 000 Nitrogen or Phosphates 

Sahel and other Africa 24,000 Nitrogen or Phosphates 

Central A':rica/Ca'.ibbe un 10,000 Nitrogen or Phosphates 

TotaLl fY 1975 703,000
 

Rounded to 700,000
 

The FY 1975 tonnage coming from the U.S. (hy0,000 tons) will not entail a cut 

from present levels of fert.lizer available to the American farmer since 

(a) it will be srialJ.er than past AID purchases and (b) USDA estimates that 

1,765,000 in new domestic fertilizer production capacity will be added durinS 

FY 1975. The AID requirement is about 5.9S;f of the total U. S. fertilizer 

exports forecast by USDA. The total requirement of about 700,000 tons/year for 

FY 19'(5 compares with an average of 1.6 million tons of AID-financed Product 

shipments from 19( 6 through 1973. The lomst amount of fertilizer w f inanced 

in any one of these years w s h0,000 tons, and that low figure -as attri..t . 

to the hostilities between India and Pakistan, when virtually all aid to ti-ese 

countries ceased.
 

http:srialJ.er
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COUNTRY SITUTr" KP,0.,,., 

outh vr,;" Pro: Crc FY'75/,1UFe'tili:.rProcurt: 350,000 ton* 

South Vi . nt upon AiD-fin:nced fertilizer. Withouttna is d.... 

fer Liliz.r 	th S, Bureau foresves the country noo!ding to iwport large 

volumes of rice w.'hich itself is in short supply. This would lead to a 

and economic slowIow!n. Ifdiversion of scarce foreiga exchange an 

importd rice were available, the country
nei"ther forti1ier nor adqute 

a grain deficit, hunger and some pockets of starvation.would face 

in South VietnonThe aim of A D's curro'nt fortilizu, import program 

is to holp ta counitry attain rice self-s Fficiency by 197G-77. Reachi ng 

the success of several efforts, includingthis gocl is Qnii.nt upon 

r -- acrij ea ge, er a 	 pand, ar eagen
rnOIihlp rro0 	 pin0, to t rr ol .. , 

high yiel6ing varieties. M',over, most significant is thp
planted Lo 

use of high yield.va' icties (YV) and fertilizer. The areaexpanded 

planted to the high yield varietiies of rice in Vietnam has increased 

in 1968 to 875,000 hectares in 1973. An additionalfrom 55,00 hectares 

still to be planted to 
area of about 400;0 hectares is suitable and 

the high yielding varieties, which--when fertilized--will increase the 

of the nati6n by about 15 percent above
total rice 	production-capacity 

its current level. 

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

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

:A t neiT -nex B are in product tons. 

http:yield.va
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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 

reduce its rice exports to Vietnam. 

In CY 1973, AID financcd the procurement of 480,000 metric tons of 

is 400,000 metric tons,
fertilizer. The projected CY 1974 import level 

of which AlL) is planning to finance 350,000 metric tons at a total 

To date only 44,000 metric tons estimated cost of about $115.0 million. 


have been procured and the total projected requirement may not be found.
 

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

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

action should be taken to assure AID
During CY 1975, procurement 

tons. It is realizedprocurement of approximately 350,000 mWtri,c 

procurment of projected requircwents during the next three years will 

but the SA Bureau believes AID must make every
be difficult to achieve, 

to accept the
effort to support the production of rice or be prepared 

very well mean that the 
consequences of lower yields. That could 

United States Government would be asked to increase rice 
imports to
 

offset this loss.
 



' ti Ii:', r }'recur:v. :t '1.0,n0 0 un:" 
IT. Jndiza - lr'oV0' - "'!'75 A*T 

A, .tPad; ',rosui, 

]n .97-'(72]:!dia is cxpectc] to be )10 percent short of 

Plan taRrgets. Ecl.Lt.LV to past availability,fertil.t.or -- re)ativ' to 

only about .5percent bolow the -re.vious 
liowUver, t.lio:hortfznl! i.. be 

1",lCnt *-o., tthe record crop production year of 1970-71. 
year and 

factor affcc3.ng production: this year rainfall
,'crti~.:ir is only one 

was good, water 	 rczervoirs. were full., and irrigation cxipandod by about 

2.5 ]::roent 

1.5 milion metric tons of 
In 1.973-71i, India will. produce about 

for Li]2.1 :e r uL rints , and impo:'t abouL 1.1 million tons: total. anti.cii: 

avaI lab 1.,y ,.:as abutL 2.6 million ton':;. ,o fa', actuL. imports have 

iJ a1 t.;nn 0.3-mi.li.uon-ton ShortagC.
rci.ici c ,i.biLt O).8 m.] ].i.on tons, 

r
 .. st this may reduceoEst.is~a"[ of forLi i.i.;',:'- yielid res}one 	su

tOnS Actual. producti.on, however,food'; aa,' ..,.irc:tion by 2 to 3 mi.lti 

and m-y slightly exceed previous].ow,should be wcll. above last yar's 

record:. 

center on
The cffecL of the current fertiliner shortage should 

10 to 12 percont of India's fcrtil.i.er
wheat., whi:lch a,-euuts fol. about 

1.i 	 lizer shor:age of the 1973-741 rc': 

too groat, a.1though r ca'it- grailn production will. not 
doesz; noL afp ar 


reach 1.] e la-:cC'd of I.V(0-7..
 

-XFrom Foreign Agriculture Service reports 

http:fcrtil.i.er
http:producti.on
http:affcc3.ng
http:fertil.t.or
http:Ecl.Lt.LV
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Th,.. 19"7h-70 crop ;, however, may suiffer substantially from the 

fcrtili.r .hlotu... To insure Pertili.w:,r supplies for this smner's ri,, 

crop, "!;idit mu:;t contract for fertilizer imports now, aNd supplies 

available on world rarkets now arc small and very hiLgi'"Tcd. Coupled 

wi Th th.. pe: troleum ;r.ice increases which wil2.1 drain her 'oreign exchan-e 

resurve':', India will probably have great difficulty meting fertilizer 

rc quirem:uL:; Obtainin, the necessary imports and quickly stimulating 

domestic f,''tJ.i.:a r production will require strong and decisive govern

inital %.eion,wich may be very difficult in the current political 

.:limat o shortags and riots. The Asia Bureau has no detailed recuire

meint Ii jve.: Ii'no 2m sin,'e on of aid onlyIndia discussions restumption are 

an it to bjin The f'r'o" u.g analysis Sy USDA foresee.i substantial 

"0hol'ttgns of 'rti.li.:r during tho 1974f/75 crop year. it is also cuite-

Mar th a:stic production will not come near :eeting needs, particularly 

:in tMe <uchi.o i05 material which relies on imported rock crprda of 

]J:a,!i{ 

AI) l':i.nan, in.g o' lortili:car imports in FY 1975. may reach $4i5 millicn; 

tb1t h "Jh J,''rpL',rtJ ona' ;unds that may be available for India reflets. 

twh iOp ,nev.'i :ttacod to assisting in avoiding*a crisis in Indian 

Woad grain production. That amount would buy about 130,000 tons of urea
 

DAl' nLt pzroonL p.1rices.
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Ill. !--iyn: s; 7 ' FY '5 AID Fertil.i 'er Procuryment: 100,000 tor:n 

r:JI0 . ii e 

JIta] ]'rcduct:i .:n during CY 1974 is expected to provide about 570, "0" 

tons of urea. Stocks at the begirning of thn year were 90,000 tons. The 

Governm t t of' 'ak i.tc.:i p'ojects sales durinn the same period at slightly 

over 1. :' 1].! tons or urea. Evan if thir projection were-reduced by 

2P .r.n 't about 1.1 mi lion, and deducting beginning stocks, about 

500,00 ton: of im!or2s would be needed to cover requirements. Of that 

quantity, firm contracts have been placed for only .83,000 tons, leaving 

over 300,050 tons of uren uncovered. 

Phospat i ee ,?l ia:.s 

With t:e 2xoepi of a small quantity of single super-phoT'.phte, 

}Paki 5i.On iproD ".o no 1105 fertilizer. Requirements are esti:rated-a-6 

between "ACOtons and tons . P. j .. p. o5 ........ "o t. -' .
 

] gi~nnin, stock domestic production and contracts for imports provide -._ 

about IN0,000 tons, icavi g an uncovered balance of between 200,000 and 

haO,00 tn. of DAP (or equivalent). 

Te for.goin; figures are for CY 1974 but can be used as a . eason-u... 

estimate for t.. twelve month period beginning 7/1/74- For tat ari;,"" 

we expet that ikistan will have available AID finnci of n=. -: 

prcvi.:ud f:,1 "i' 7) and FY 75 funds. At current .:rines, that quan:it

utl. buy *,03tons of DAP and/or urva, less t:an 10 aeroen

of akk P0, ' minimu.,m un(,over'ced requir.ments. Pakistan may be able to 
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contrut vith off-shore sourcs for urea and is now attempting to do so. 

LAP will. be aaJ'u b1e only from the U.S. and preference in purchasing from. 

Mhu I. would L ._2r-forc be Given to AP. 

., , 1:'v• '75 ATD Fertilizer ':'ocurement: 70,000 tons 

The 	 C'ov2J1i::mt of .. ZIj.de.,h expects to cover its entire require. ets 

" from ,,p stir area plants. At the present time, these requirements are 

about M,0C00 tons annually. 

Ih.U.,SItMICc}orti lisp:r 

a. 	 Two TO' p]ans, one of which has never been operoted, are 

eC:pc(tud to p u'ode about 1.O,000 tons in the period from 

7/1/71 t C/20/('5. About 100,000 tons of rock phosphate 

(curre~ntly2 at about 1;80/ton CTV Chltnug are nedc fo 

that production. 

b. 	 Total requireents of TSP during that period are estimated 

at 220,000 tons. Deducting from that fiure 0,000 tons of 

local production and about 20,000 tons purchased but not yet 

delivered, leaves an uncovered requirement of about 120,000 

tons. 

c. 	 We expect to provide about $25 million to lPanSladcsh for 

fcr]in,,r imi'or[s during tha t p,.'iod. That amount woul:d be 

availabn,, Lo covr imports of TSP from,U.S. and off-shore 
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sou:cc, and Yoek ]:picsphat e. Most, but hot all, of the TSP 

would havo to c.,m from th,. 11.S., and we, therefore, propose 

tha the cxpov.t of 10,00,) tons of T3P from the U.S. be 

inc.1u1d.:d in oui' caleculation-; of the level of minimal 

expu-khs n'::eded irom the U.S. to sustain food production in 

L]KD's at l.east at its present level. 

V. Aft iF, : : .'cro:-''d. FY " A' . !,'rtili.::er ,, , .-e .. t; . ]5, CCO t 

Afghanis,.ztan !il. toc~d import about 30,000 tons of urea and DAP 

in adch:it:in to cmurcnt, stoc,1:; jf it is to sustain the level of preselnt
 

use. Abcjut $5 1n i .i.Cn :l; available undr a currcnt AID loan to 
finance
 

ferti) :vi i:::fov L.',. That ':icmunL would buy about 15,000 tons of urea or
 

DAP at nru, nt', 

V\. Ca:Thocia: }'"cmo:ed FY '7T AID !,,.,rtil.i.z:-er Jrocure :,.ent.: i.003 ton 

With thc recent inter'ent in iner. a,-:ng agrcultural production in 

the ,;ecu ne ar.,a:;. surroundi.n,, Phncm Pehn, a modest. rt.-quir.-cnt for 3,17O 

metr'ic ton:, (5,000 ura, 3,000 phosphate and 150 moxed fertilizer) has 

sua.r'n.:ed, ]o'V,'r, t.O date ,;ource. of supply to meet this need have not 

boon Loti . A.! 1) pr,,r.2es to... fintcn t 3' "' S in FY '75 This will not 

obviate the nc, d to import -.ubstantial quantities of ricee. Its main 

aff'ec L:IlJ.be .o su.sta:in the ,.,.nn " of more modern v-ractices in 

the agricultural sector. 
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VI-. ., -In"d c~Liwhr Africa - ]' 1h'.onr].)'(5 AID Fertilivzer 
2...i:'
Procur';:.:J ;! : 

The Afrinmt x-,. is euxrently in the process of identifying prograa.s 

in the nel, African coutries, focusinr particularly on cerealsg C'c0her 

and ]Jv,u:tock nrocf.icion in the Sahlel and other basic eccnomic r 'uir!::. .-.-S 

in o'her African coantries. 'Jctauns will. be dispatched shortly to the Field 

..ac.Lit.: ofto d ,,g thait will. p;rnemit obligLtion funds from thie S_,, . 

5 ,hel.]'ui by the n1 (f the currenlt fiscal yetrx. The ]ureau antici;:-,,e :-' 

of. In the other in.chiiLdev-- activti.s .a.. and areas 

ort- procureient ea.l y , 

foresee "t this ....... 'ge the requirement for 3.8,000 tons cf nitro -c-. 

...L er..L,.er duxinr 1 975, 

:el Lnr 


)1.,250 1,t of phc);rchuic fortiliers and 1,750 tons of potash. 

VII . Cori .. . . .1 . .,-bb....., 1 C'Cot l' s - 1Pronc,.ed FY 1975 ' r ...."" 

T.h,, I,. A. Bir,.u is cutrrently in the process of identifying siall 

fnarmer crediit ]zrc.s w:hich may be in Jeoparly unLess special efforts are 

made to asuxe availability iif the additional fertilizer requirements to 

successfu.l.y execute them. 

As of 1Nrch 1L2 the L.A. Bureau han identified proarams in Guate:ra :;., 

and the Domninican republic as possibly requiri:zgHonduras, icar,.gu, Haiti 

special t' e.ntion. 

The progrcm in Guate.ala is ongoing and the programs in the other 

countries, are currently being developed with the anticipation that Loan 

Agreement,; will. be signed during fiscal 197 . Approximate total reauir....

are for n.troeinous fertiliner, 7,500 tons, phosphates, ,000 tons, 

http:icar,.gu
http:1Pronc,.ed


Date: 

To: 


From: 

Subject: 

U.S DEARTENTOFCOMMERCE 
Domestic and International Business 
Adrninistratio,, 
Washington. D.C. 20230 

June 14, 1974
 

The Developmcnt Loan Committee
 

C. A. O'Rourke, Acting Director
 

Office of International Finance 

and Investment 

Bangladesh Loan
 

loan of $25.0

Commerce concurs in granting the AID 

in order to finance the foreignmillion to Bangladesh 

of procuring fertilizers, fertilizer
exchange costs 

raw materials, granular pesticides, and other agricul
with

tural inputs. However, this concurrence is granted 

be
which Commerce requeststhe following reservations, 


noted for the record.
 

supplies of petroleum,
their heavy dependence on
Due to 

are in 	extremely


coal, and/or 	natural gas, fertilizers 


not only in the U.S., but around the world.
 short supply 

are sure to be
 

World prices are greatly inflated, and 

to enter
 

pushed still higher if Bangladesh is encouraged 

some 73,000 metric
 the world market with a tender for 

of triple superphosurea and 54,000 metric tons
tons of 
 % 

phate (TSP). 


the domestic 	prices of fertilizer are considerably

Although 


producers have
 
below the average world price level, U.S. 


to the 	Cost of Living Council to holdmade a 	 commitment 
down fertilizer exports in exchange for domestic price
 

to curtail
The industry is therefore tryingderegulation. 
and the U.S. 	is in no position to.
 its phosphate exports, 

In fact, we are a net importer of urea by
export 	urea. 

operating
The fertilizer industry is 


a sizeable margin. 

allow U.S. farmers
 at or near capacity levels in order to 


increase their acreage, in accordance with Department
to 
The near future therefore holds
 of Agriculture requests. 


for increased production, especially in view of
 
little 	hope 


shortages of raw materials.
severe 


Despite the wide differential between U.S. 
and world prices,
 

prevent U.S. prothe tight supply situation is likely to 


the AID tender. Any producers

ducers 	from entering bids on 
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so 


expense of the American farmer or traditional third coun

try customers.
 

who do offer to supply Bangladesh will be doing at the
 

Commerce strongly recommends that a standing committee be
 

established with representatives of State, Commerce,
 
to perform a
Agriculture, and other interested agencies 

fertilizer
continuing review of USG policies governing 


exports. This committee would review each proposed
 
to its likely effects
transaction, giving special attention 


on the domestic fertilizer market.
 

Attachments: Concurrence Sheets
 


